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Decisions about the content of a 

Local Government Act 2002 Amendment Bill
September 2013

Introduction 

In March 2012, the Government announced a reform programme for local government.  This is part of the Government’s broader programme for building a more productive, competitive economy and better public services.

The first phase of the Better Local Government programme culminated in legislation that was passed in December 2012.  This resulted in:

· a new purpose of local government;
· new financial prudence requirements;
· changes to the way councils are governed, including a menu of assistance and intervention options for the Minister of Local Government; and

· changes to the process for reorganising local government.   

The Government has made decisions about a further set of reforms to the Local Government Act 2002, building on the amendments made in 2010 and 2012.   
A Local Government Act 2002 Amendment Bill will give effect to these decisions.  The Bill will cover changes in the following areas:

· development contributions;
· local boards outside Auckland;
· efficient delivery and governance of local authority services;
· consultation, decision making and long-term/annual plans; and
· infrastructure strategies and asset management planning.
Many of the proposed changes respond to matters in the reports of the Local Government Efficiency Taskforce and the Infrastructure Expert Advisory Group.  These groups were established earlier in the Better Local Government programme, and have reported to the Minister of Local Government.
Improving the development contributions regime
Issues
Early in 2013, the Department of Internal Affairs undertook a review of development contributions. This review was part of both the Better Local Government programme and the wider Government response to housing affordability issues.  As part of the review, the Minister of Local Government released a discussion paper about the current development contributions regime.

The following issues were identified during the review:

· development contributions being used to fund infrastructure types of questionable justification;

· variable territorial authority practice and transparency in the apportionment of the costs and benefits of infrastructure;

· limited independent mechanisms to resolve challenges to development contributions charges; and

· variable territorial authority capacity and capability.

The review also noted that there are opportunities to encourage greater private provision of infrastructure. 

Decisions

The Government has decided not to remove or cap development contributions.  However, the development contributions legislative provisions, and the way in which they are implemented, are to be made fairer, better focused, more transparent, and more workable.  
This will be achieved by:

· a new purpose for development contributions, and principles to direct and guide their use;

· clarifying and narrowing the range of infrastructure that can be financed by development contributions (including restricting their use when it comes to paying for community facilities);

· improving the transparency of development contributions policies;

· encouraging greater private provision of infrastructure through the use of development agreements;

· introducing a development contributions objection process, with decisions made by independent commissioners; and

· clarifying legislative provisions to make them more workable and easier to understand.  

These legislative changes will be supported by guidance that draws on good practice from within the local government and property development sectors. 

Local boards outside Auckland

Issues

The 2012 reforms provided for a new process for reorganising local government.  Some submissions on that bill asked for a local boards model – similar to that in Auckland – to be included in the options available to the Local Government Commission as part of this process.  
Under this model, local boards share governance with a council’s governing body, with each tier having different, but complementary, responsibilities that are guaranteed by legislation.
The Act was amended to allow for the Auckland local boards model to be copied, but only where an urban unitary authority with a population of more than 400,000 is proposed in a reorganisation.  This reflected that the model was specifically designed for Auckland, and further work would be required to consider its suitability for other parts of New Zealand.  
Decisions

The Government has decided to make local boards more widely available, with flexibility that enables the model to be adapted to different circumstances.  
The Bill will include provisions that enable the Local Government Commission to: 

· consider the option of local boards during any proposed reorganisation, and establish them as part of new unitary authorities; and
· consider establishing local boards in existing unitary authorities, and deal with these proposals through a shorter reorganisation process.

It will be up to the Commission – in consultation with affected communities – to determine when the additional governance role of local boards is justified and desirable in any particular case.  
The local boards model in the Bill will have many of the same features as in Auckland, but the Commission will be able to tailor some of the details to suit each reorganisation.  

For example, the provisions in the Bill will be sufficiently flexible to include the possibility of establishing local boards in part of a district only.  This recognises that the local services and facilities that local boards would be responsible for are not provided in many rural areas.  Other arrangements, such as community boards or area sub-committees, would continue to be an option for providing a local voice in those areas. 
There would also be flexibility around matters such as local board planning, funding and accountability processes.  These would be determined initially by the Commission through the reorganisation process, and be able to be varied later by agreement between the council and local boards.    
Efficient delivery and governance of local authority services

Issues

There are opportunities to achieve efficiencies by changing the scale at which services and facilities are planned, funded and/or delivered – other than through the reorganisation of local authorities to create bigger units.  
In particular, the benefits of larger scale governance and service delivery can be achieved by:

· collaboration between local authorities; and/or
· transferring responsibilities from territorial authorities to regional councils.

However, these opportunities are not well recognised or understood.  The scope and consequences of the use of the current legislative provisions are unclear, and do little to encourage councils to collaborate or explore other arrangements.

Decisions

The Government has decided to amend the legislation to encourage and facilitate shared services, joint delivery and other collaborative arrangements between local authorities. These changes complement the new proposals relating to local boards, and the reforms to the reorganisation process that were made in 2012.  
Together, these reforms will provide local authorities with a range of practicable options through which they can achieve efficiencies in the scale at which services and facilities are managed and delivered.   
The Bill will:

· strengthen the principles in the Act relating to local authorities to provide greater encouragement to collaborate and cooperate;

· enable the Local Government Commission to create council-controlled organisations, including jointly-owned ones, and joint committees as part of a reorganisation scheme;

· provide for greater transparency, clarity and accountability in contracting for delivery of services by council-controlled organisations;

· broaden the scope of the triennial agreement between councils within each region;

· provide a clearer mandate for joint committees;

· improve provisions relating to the transfer of responsibilities from territorial authorities to regional councils; and

· clarify that the Local Government Commission can, through the reorganisation process, provide for a regional council to exercise powers and responsibilities conferred on territorial authorities.

Efficient and effective consultation, decision making and long-term/annual plans 

Issues

The Local Government Act 2002 includes provisions relating to consultation, decision making and planning that may be hindering efficient and effective council processes, and are not fully achieving the desired result. 

For example, the Act sets out when the special consultative procedure must be used and the process that must be followed.  There is little scope for flexibility, making it difficult for councils to tailor their processes so they are proportionate to the matter being considered.

Consultation on draft long-term plans is currently the primary means of engaging with communities about important strategic and operational decisions.  However, there are concerns that the length, presentation, and technical complexity of these plans are hindering efficient and effective public consultation.

There are also elements of unnecessary duplication and inefficiency in the required process for adopting an annual plan, including consultation on matters that have previously been decided in the long-term plan.

Decisions

The legislation will be amended to provide councils with more flexibility and clarity about how and when to consult.  This will enable them to design decision-making and engagement processes that are appropriate to different circumstances.  

These decisions mean the Bill will:

· remove most requirements to use the special consultative procedure when consulting under the Local Government Act 2002;

· amend the special consultative procedure, so when it is used it accommodates new techniques and technology for communicating and consulting with the public; and

· re-name significance policies as significance and engagement policies, and include a new purpose and clearer intent of these policies.

The Bill will also provide for a new, streamlined, plain English consultation document for long-term and annual plans.  Councils would use these to consult instead of issuing detailed draft plans containing a lot of technical material.

The long-term plan consultation document would focus on the major issues, choices, proposed changes to services, and financial implications.  Consultation on the annual plan would only cover proposed differences from the long-term plan, including new spending proposals.  The final plan would not need to duplicate information from the long-term plan for that year.  

Improving infrastructure delivery and asset management 
Issues

At 30 June 2012, local authorities owned fixed assets valued at $96 billion – the bulk of which cover core infrastructure relating to water, roading and flood protection.  These assets have a long life.  They need to be planned and managed well in order to provide communities with essential services, and to prevent expensive problems from occurring.

Preparation of asset management plans has been recognised as good practice for local government for almost two decades, and most local authorities have plans for some of their assets.  However, practice is variable and plans for individual assets are not necessarily integrated into a coherent long-term strategy.  

There are no statutory requirements to guide the preparation of, or specify timeframes for, asset management plans. In addition, the National Infrastructure Plan has identified shortcomings in the regulatory framework and information base for local authority infrastructure, especially for urban water services.
Decisions

The Government recognises that good infrastructure is a necessary element of its Business Growth Agenda.  While many councils are managing their assets well, changes to the law are needed to ensure all councils are planning for future infrastructure needs with a coherent and long-term approach, across assets.

The Bill will include provisions that: 

· amend the principles relating to local authorities to state that asset management planning should be undertaken as part of the prudent stewardship of resources;

· require local authorities to prepare an infrastructure strategy for at least a 30 year period, and to incorporate this into their long-term plans from 2015.

The purpose of the infrastructure strategy would be to identify significant infrastructure issues, options and implications for the local authority.  It would cover, as a minimum, those of the five core infrastructure categories that the local authority provides (water, wastewater, stormwater, flood protection, and roading).

The Bill will specify that certain base information derived from asset management planning would be included in the infrastructure strategy.  The strategy would also need to cover key issues, such as managing risks arising from natural disasters, improving public health and environmental outcomes, and planning for possible increases or decreases in the levels of service provided.

In addition, the Bill will include amendments that require councils to disclose risk management arrangements for physical assets in their annual reports.  This would include the value of insurance cover, any self-insurance, and any financial risk sharing arrangements in which they participate.
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