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3 August 2021  
 
Review of Rate Peg 
Independent Pricing and Regulatory Tribunal 
PO Box K35 
Haymarket Post Shop 
SYDNEY NSW 1240 
 
 
 
Dear Chair  

 
 

Review of Rate Peg to include Population Growth 
 
Thank you for the opportunity to respond to draft report issued by IPART in June 2021. 
We anticipate the views expressed in this submission are likely to be shared by the 
Canberra Region Joint Organisation (CRJO) and Regional Cities NSW (RCNSW). We 
were grateful for the opportunity to engage with IPART at the Public Hearing on 20 July 
and meet further with Mr Cameron Shields and IPART staff on 2 August 2021. Our views 
summarised in the attached have been presented recently to LG Professionals and 
LGNSW here. 
 
QPRC is recognised by the NSW Government in several strategies as a ‘global city’ 
(with Canberra) and a regional hub. Recent reports by RAI indicate the LGA is in the 
top 10 growth areas in non-metro Australia. 
 
IPART has asked for written feedback on the following three questions: 
 

 Should our methodology be re-based after the census every five years to 
reflect actual growth?  

o Yes, only to adjust population peg upwards for the respective LGA 
 

 In the absence of a true-up, should we impose a materiality threshold to trigger 
whether an adjustment is needed on a case–by–case basis to reflect actual 
growth?  

o There should be no reduction to previous year/s population peg, should 
the census true-up be less than the ERP previous forecast 

 
 Do you have any other comments on our draft methodology or other aspects of 

this draft report? 
a. See attached submission 

 
  

http://www.lgprofessionals.com.au/LGProfessionals/Membership/VideoLibrary/Webinars/2021/Rate_Peg_Review.aspx
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A summary of our comments on methodology and other aspects of the IPART report, 
together with our related requests is outlined below: 

 
1.1 We support the preliminary findings outlined in the IPART draft report June 2021 

 
1.2 We urge the use of published financial data, sourced from LGA annual statements or 

returns to agencies  
 

1.3 We note the terms of the review inherently include a smoothing and certainty in the 
raising of rates and taxes 

 
2.1 The revenue generated by supplementary valuations should not be discounted from 

the population indexed rate peg  

2.2 We urge a hybrid rate or valuation in the methodology to capture increased population 
density on redeveloped residential sites by 

 not discounting supplementary valuations, and 
 increasing the notional rate yield by the service cost per capita, or 
 a sub-category for multi occupancies allowing greater than 50% base charge  

2.3 We ask IPART to recommend to Government to expand rate categories or 
subcategories to capture development associated with energy installations (solar, wind, 
CSG, WTE, hydro); and residential villages or community association developments – 
with revenues generated by those new categories in addition to the notional rate yield 

2.4 We ask IPART to recommend to Government to expand the terms of the special 
infrastructure levy to enable councils to co-fund or service debt for capital projects 
supported by government grants and/or developer contributions 

2.5 IPART is urged to assist the decoupling of the review of rate peg and developer 
contributions; and in so doing, assist the guidance of councils to assign s7.11 
contributions to new or upgraded infrastructure; and s7.12 to the renewal of existing 
infrastructure, or servicing of debt for those purposes 
 
2.6 Councils impacted by sustained population and infrastructure growth should be 
eligible for a one-off population rate peg ‘catch-up’ since the last census, where average 
annual growth is above say 1% - without the need for an application for SRV 

2.7 IPART is requested to clarify the source of council expenditure data and the inclusion 
of operational, depreciation and/or capital elements  
 
2.8 IPART consider utilisation of special schedules 1 and 7 as a source of local council 
service and infrastructure expenditure (and required expenditure) to illustrate expenditure 
growth compared to population and asset growth 
 
2.9 IPART reassess council expenditure inclusive of depreciation to ascertain whether the 
0.85% expenditure/population coefficient is consistent across LGA cohorts (metro, coastal, 
regional city, regional, rural, merged) 
 
2.10 In line with the notion ‘one size does not fit all’, it is requested IPART tabulate and map 
the population and expenditure growth by LGA cohort (metro, coastal, regional city, 
regional, rural, merged) 
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3.1 The annual change in depreciation expense as a result of gifted, granted, new or 
upgraded infrastructure (to support population and development), should be included as a 
factor in the methodology to accommodate population growth 
 
3.2 To accommodate the impact of infrastructure expenditure and backlog, we suggest the 
annual change in depreciation expense, as a proportion of the annual general rate income, 
be considered as an additional element to the rate peg 
 
3.3 IPART note the emergence of guides to standardise asset condition assessment and 
depreciation, and recommend the opportunity to audit special schedules 1 and 7 
 
3.4 IPART note delays in lodgement of applications to receipt of grant funding contributes 
to growth in nett expenditures for councils 
 
3.5 IPART explore further the unique impacts of growth in greenfield developments and 
consequent higher costs of servicing per capita; including guidance to reframe differential 
rates by locality above the notional yield 
 
3.6 IPART utilise change in growth in residential rate income with population growth, when 
checking per capita income is maintained over time 
 
3.7 IPART consider review of the components informing the LGCI, including removal of the 
productivity deduction 
 
3.8 IPART examine the Local Government Grants Commission (LGGC) approach to 
discern ‘effort-neutral’ differences across metro, coastal, regional city, regional and rural 
councils 
 
3.9 IPART recommend to Government a new rating model that differentiates rates 
calculated on land value and base charges, to service and infrastructure expenditures 
 
3.10 IPART recommend to Government to expand the terms of reference to include 
emergency service levy, non-rateable properties and review of rating categories  
 
We are happy to assist clarifying matters raised in the submission through discussion or 
providing more information.  

 
Yours sincerely, 

 

Peter Tegart  
CEO 
Queanbeyan-Palerang Regional Council 
 
Cc: CRJO, RCNSW, LGNSW, LG Pro, Member for Monaro 
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Submission: Queanbeyan-Palerang Regional Council 
 
This submission is arranged to indicate where we concur with the findings of IPART; 
where we challenge some of the assumptions and elements of the methodology; and 
where we urge IPART to consider other factors to include in the methodology influencing 
local government costs as a consequence of population growth.  
 
We understand RCNSW has provided some data gathered from like-minded councils to 
reinforce our broad position, being: 

 a one-size-fits-all methodology is inappropriate. The revenue and cost differences 
across bands or cohorts of LGAs should be taken into account. To that end, we 
urge an examination of the Local Government Grants Commission (LGGC) 
approach to discern ‘effort-neutral’ differences across metro, coastal, regional 
city, regional and rural councils 

 population change (residential growth and demographic) drives growth in service 
costs 

o baseline per capita costs are likely understated as councils have to 
maintain balanced budgets 

o transient and tourist population changes are excluded from ERP 
calculations     

 property change drives growth in infrastructure maintenance, repair and renewal 
(MRR) costs 

o linear networks are extended to accommodate greenfield developments 
o capacity is added to existing networks and facilities to accommodate 

additional vehicles, users and accessibility requirements  
o regional councils tend to have longer linear networks and duplicated 

facilities, supporting a lower density population base  
 
At the outset, we acknowledge the terms of reference framed by Government are narrow. 
Therefore our submission broadly focusses on: 

 whether one methodology should apply 
 protecting ratepayers from sudden or excessive rate rises 
 the different needs and circumstances of councils 

 
We suggest those terms inherently include a smoothing and certainty in rising taxes 
and a reduction in the bailouts by Government or subsidies of Government to councils 
to offset their own taxes (eg emergency service levy) or under-scoped infrastructure. 
 

1  Concur 
We support the preliminary findings and context gathered through the initial engagement 
and research by IPART, noting the preferred approach is to 

 maintain total per capita income over time 
 be based on residential population growth 
 apply to all councils (not only those with growth at or above the NSW average) 

 
1.1 We support the preliminary findings outlined in the IPART draft report June 2021 

 
1.2 We urge the use of published financial data, sourced from LGA annual statements or 

returns to agencies  
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1.3 We note the terms of the review inherently include a smoothing and certainty in the 
raising of rates and taxes  

 
 

2  Challenge 
 
In accord with the terms of reference, it is important no council is worse off as a result of 
the review of the rate peg. We accept, on balance, the Estimated Resident Population 
(ERP) prepared by the ABS is regular and at arm’s length, and a consistent approach to 
mapping population growth per LGA. It is important that councils with zero or negative 
growth will continue to receive the current rate peg as a minimum. 
 
However, we oppose the notion that revenue generated by supplementary valuations 
through development already covers part of the cost of increased services and should be 
discounted from the population indexed rate peg. We form this view as revenues 
generated by property growth barely covers the depreciation expense (as a proxy of 
annualised infrastructure maintenance) of the new assets constructed by new 
development and dedicated to a council (refer 3.5 below). 
 
2.1 The revenue generated by supplementary valuations should not be discounted from 
the population indexed rate peg. 
 
Without another means to capture growth above general rate notional income for dual 
and multi-occupancy developments, and without an uplift to a different rate category, the 
addition of say ten strata lots on a residential rate category site accommodating say 20 
residents - replacing a former single occupancy of say 4 residents with the same ULV - 
barely covers additional demand on services. Perhaps a sub-category allowing greater 
than 50% base charge collection, is worth examination. A similar issue relates to 
development of over 55 or aged care residential villages, where population density 
increases on a single rateable property.  
 
Further, development and population servicing costs emerge through energy installations 
(solar, wind, CSG, WTE, hydro) - predominantly on farmland category properties. As 
such, it is suggested the footprint and buffer of the installation be subject to split 
valuations and application of the new rate ‘energy’ category or subcategory under 
‘business’. It is further suggested the revenues generated by that category be initially in 
addition to the notional general rate yield. 
 
2.2 We urge a hybrid rate or valuation in the methodology to capture increased population 
density on redeveloped residential sites by 

 not discounting supplementary valuations, and 
 increasing the notional rate yield by the service cost per capita, or 
 a sub-category for multi occupancies allowing greater than 50% base charge  

 
2.3 We ask IPART to recommend to Government to expand rate categories or 
subcategories to capture development associated with energy installations (solar, wind, 
CSG, WTE, hydro); and residential villages or community association developments – 
with revenues generated by those new categories in addition to the notional rate yield 
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We are concerned the reference by the Productivity Commission and IPART to the CIE 
report on the ‘costs and benefits of changing local council rate settings’ is based on a 
two-pace view of local government in NSW (ie metro and regional), and masks the real 
costs and revenues of regional councils (by inclusion of Newcastle and Wollongong in 
that cohort). Then by excluding community facilities from the ‘essential works list’ 
designed to reduce development contributions, disregards the relatively low provision 
and poor condition of those facilities to many regional LGAs to equitably support those 
communities; and the capacity of those ratepayers to pay for the new, expanded or 
renewed facilities and ongoing maintenance without significant grant intervention of 
Government. 
 
The introduction of the proposed population growth factor will only deliver modest 
increases in rate revenue. This may help councils address funding deficiencies, but it 
does not provide capacity to reduce infrastructure contributions 
 
Further, the value and rate of collection of infrastructure contributions by regional councils 
can vary significantly to metro councils. Many regional councils under-recover (due to 
cap) or discount contributions to stimulate economic activity in their LGA. As a 
consequence: 

 the gap grows between the council estimates to construct facilities and the 
contributions held 

 there is a gap between developer and government expectations that developer 
charges will reduce (in part by removal of land value) 

 yet the costs of construction of infrastructure in regional areas remains equivalent 
to metro areas 

 the assumed increase in rate revenues by including the population peg, will be 
eroded by funding the facilities excluded from the essential works list, through 
rates. 

 
While we note advocacy within the sector to decouple the population peg from the 
review of infrastructure contributions,  perhaps IPART may encourage the latter review 
to recognise the difference in contribution collections yet the similarities in costs of 
providing infrastructure between LGA cohorts. Further, guidance may be developed to 
encourage councils to revise contributions plans so that: 

 s7.11 funds or co-funds new or upgraded infrastructure (development 
contingent), or servicing of debt for that purpose 

 s7.12 funds or co-funds renewal of existing infrastructure, or servicing of debt 
for that purpose 

 
In turn, the collection and allocation of s7.12 contributions (without nexus), may assist 
councils in narrowing part of the gap between service and asset expenditures, and rates 
revenues.  

 
2.4 We ask IPART to recommend to Government to expand the terms of the special 
infrastructure levy to enable councils to co-fund or service debt for capital projects 
supported by government grants and/or developer contributions.   
 
2.5 IPART is urged to assist the decoupling of the review of rate peg and developer 
contributions; and in so doing, assist the guidance of councils to assign s7.11 
contributions to new or upgraded infrastructure; and s7.12 to the renewal of existing 
infrastructure; or servicing of debt for those purposes 
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We suggest some of the observations and exclusions in the draft report be retested.  
 
Evidenced by recent reports by LGS and the Audit Office, many regional councils are facing 
financial and asset sustainability challenges. Those publications signal a deficit to general 
rates income and an infrastructure underspend evidenced by backlog. Many of those 
councils have been subject to financial and asset losses subsequent to the flood and fire 
natural disasters, and the continuing financial drain of the pandemic. Reluctant to progress 
an SRV, those councils impacted by population and infrastructure growth should be eligible 
for a ‘catch-up’ since the last census, where average annual growth is above say 1%.   
 
The chart below displays the pre and post-merger operating performance for General Fund, 
signalling services continue to cost more than the revenues reliably and regularly received.  
 
 

 
 
Should a 5 year population peg catch-up for QPRC (estimated at $2.661m) apply from the 
merger in FY16 and take effect at FY20, the inherited structural deficit would improve 
substantially from FY2021 as illustrated below:  
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There are limited equitable mechanisms to recover costs of additional servicing for transient 
and tourist populations in many regional LGAs. In addition, larger regional centres often 
size their facilities to accommodate a broader regional service population. Cross border 
contributions or royalties are generally unavailable. It is noted IPART acknowledge this 
matter.  
 
Perhaps growth in business category rates may be a compensator to transient and tourism 
population servicing costs.   
 
However, while percentage growth in population is a simple and convenient trigger to 
enable increases to the rate peg, perhaps some consideration may be given to an absolute 
value (of new residents) as a threshold, and the extent that value drives additional costs 
(per LGA cohort). For example, a metro LGA growth of 1% may equate to 1000 residents 
contained in multi-occupancies that may not add pressure to linear networks, while a 
regional council growth of 1% may equate to 300 new residents in single occupancies 
across a larger geographical spread – with consequent infrastructure demands.    
 
2.6 Councils impacted by sustained population and infrastructure growth should be eligible 
for a one-off population rate peg ‘catch-up’ since the last census, where average annual 
growth is above say 1% - without the need for an application for SRV. 
 
We acknowledge IPART’s view of a linear relationship between population and expenditure 
growth at 1:0.85. It is unclear whether those figures are extracted from Note 27 of the 
Financial Statements, or from Net Cost of Service returns (special schedule 1). It is also 
unclear whether that calculation includes capital costs (infrastructure and debt principal). 
 
2.7 IPART is requested to clarify the source of council expenditure data and the inclusion 
of operational, depreciation and/or capital elements  
 
Similarly, it is unclear whether those estimates of council expenditures include depreciation. 
It would appear the data excludes expenditure growth from many merged councils, should 
IPART have drawn its data from the CIE analysis of rate peg options. It is noted most 
merged councils have sought SRVs since the rate path freeze concluded in 2020. 
 
We’ve gathered data to illustrate the higher service cost for QPRC to that averaged by the 
linear model proposed by IPART (ie > 0.85). We’ve utilised special schedule 1 (ss1) as 
published financial information, excluding the service expenditure of utilities (water, sewer, 
waste). It is acknowledged some expenses (public order, environment, community, 
recreation and economic) increased as the span of services expanded to the higher order 
of the two former councils across the merged LGA. 
 
2.8 IPART consider utilisation of special schedules 1 and 7 as a source of local council 
service and infrastructure expenditure (and required expenditure) to illustrate expenditure 
growth compared to population and asset growth 
  
During the period 2016-2020 in QPRC: 

 ERP grew over 1000 residents a year (~1.5% pa), with recent growth ~ 1.9% pa 
 rateable properties grew around 2000 (~ 1.9% pa) 
 general rate income grew around $3m (rate peg) and $2.4m (supp levies) 
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The table below illustrates (NB: QPRC is a merged council and 2016 expenditure was 47 weeks): 
 the gross and nett operational general fund expenditures (service and asset) 
 the nett cost is notionally the draw on general rates 
 the policy shift of expenditure from service to infrastructure to manage backlog 
 the growth in expenditure of $19.3m was 41% (10% pa) - 2016* adjusted 
 the gap filled by drawdown of contributions and reserves  

 
Across that period, nett costs increased by half with an annual average of 11% - 
contrasting to an annual average rate peg of 2.2% and supplementary levy annual growth 
of 0.4% (on the 2016 base). 
 
 

 
 
 
With reference to the attached data sheet, the following conclusions may be drawn for our 
council for the last 5 years: 

• the average annual population growth exceeds 1.5% 
• general rates growth, inclusive of rate peg (ave 2.4%) and 

supplementaries is 3.9% 
• the value of that supplementary levy growth ($3.17m) falls well short of 

increased annualised nett cost of general services ($23.9m) 
• the relative reduction in pension rebates signals much of the growth in 

regional cities is a younger cohort, in turn driving infrastructure and 
service costs to support that cohort 

• the notion a 1% increase in population drives a 0.85% increase in 
expenditure, is not valid for QPRC, while the annual average nett 
service cost grew 11%  

• the proposition to deduct the value of supplementary levies from the 
population rate peg, widens the gap in that population: expenditure 
coefficient 
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• the average annual per capita growth in income, also falls short of the 

equivalent growth in expenditure, indicating per capita income cannot 
be maintained over time (ie per capita rates increased by $54, 
compared to per capita increase in nett services of $323) 

• the growth in infrastructure depreciation itself, engulfs much of the value 
of supplementary levies 
 

2.9 IPART reassess council expenditure inclusive of depreciation in the methodology to 
ascertain whether the 0.85% expenditure/population coefficient is consistent across LGA 
cohorts (metro, coastal, regional city, regional, rural, merged) 
 
2.10 In line with the notion ‘one size does not fit all’, it is requested IPART tabulate and map 
the population and expenditure growth by LGA cohort (metro, coastal, regional city, 
regional, rural, merged)   
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3  Consider 
Across the period 2016-2020, QPRC expanded its infrastructure base through granted 
and gifted assets as a consequence of merger, natural disaster and pandemic stimulus 
grants, and subdivision growth, respectively. The charts below illustrate the growth in 
maintenance and depreciation on those assets (NB: left Y axis + line = value assets $m). 
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QPRC may be an outlier to the linear expenditure-growth relationship put forward by IPART, 
and perhaps reinforces the view that one size does not fit all. In this case as a 
merged/regional council, further attention should be given to the growing unsustainable gap 
between revenue growth and service/asset expenditure growth.  
 
3.1 The annual change in depreciation expense as a result of gifted, granted, new or 
upgraded infrastructure (to support population and development), should be included as a 
factor in the methodology to accommodate population growth. 
 
In the absence of mandated depreciation and condition assessment ratings for 
infrastructure, some councils may have modified depreciation to maintain financial and 
asset ratios, in turn understating required asset maintenance and backlog.  
 
Councils tend to switch funding between services and assets to complement grants, in turn 
indicating annual expenditures are cut to the cloth of available budget – and therefore their 
realistic expenditures tend to be dampened.  Further, the bundling of maintenance and 
servicing of assets in council accounts may mask the different costs of servicing population 
(eg cleaning amenities, utility charges) from maintenance of infrastructure assets. 
 
3.2 To accommodate the impact of infrastructure expenditure and backlog, we suggest the 
annual change in depreciation expense, as a proportion of the annual general rate income, 
be considered as an additional element to the rate peg. 
 
It is noted IPWEA NSW has drafted a Fair Valuation Guide 2021, which may assist 
standardising the condition assessment, valuation and impairment methodologies 
deployed by councils, and normalising data recorded on special schedule 7. 
 
3.3 IPART note the emergence of guides to standardise asset condition assessment and 
depreciation, and recommend the opportunity to audit special schedules 1 and 7 
 
As noted by IPART, some regional councils have been successful in obtaining grants for 
infrastructure, in turn increasing the maintenance of the assets and operating costs of 
facilities. Should depreciation be excluded from council expenditure estimates, the enduring 
costs of servicing population and the expanded infrastructure may be hidden. 
 
Unfortunately, the delays between the application for grants, the announcement, the 
execution of the grant deed, and receipt of those funds over several months often leads to 
the erosion of the value of the initial grant and requires further co-funding from councils. 
 
3.4 IPART note delays in lodgement of applications to receipt of grant funding contributes 
to growth in nett expenditures for councils.  
 
The chart below perhaps reinforces IPART’s view the ratio of new growth to residential 
income is inadequate. This example illustrates the revenues received through 
supplementary levies from a development in QPRC (mix of single, dual and multi 
occupancies) that will house nearly 19000 residents in 10 years, barely covers the growing 
maintenance expense of those higher-order infrastructure assets gifted to Council through 
the development planning agreement (LPA).     
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3.5 IPART explore further the unique impacts of growth in greenfield developments and 
consequent higher costs of servicing per capita; including guidance to reframe differential 
rates by locality above the notional yield 
 
Then to the notion of per capita income and expenditure as a common denominator. From 
the revenue’s perspective: 

 Rates per capita falls with population growth (when discounted by rate peg) and 
could be worse if only residential rate growth is accounted for.  

 Population growth from dual/multi occupancies (strata) contributes to lower rates 
per capita.   

 

 
 

While noting the data in the table above, the charts below indicate across 2016-2020: 
 improvements to general rate income should the population peg have applied 
 the impact of discounting supplementary levies from that growth 
 the further improvement to revenues by adding depreciation change as a 

proportion of general rate revenue, in the methodology 
 the gap between rates growth and service/asset expenditure with rate peg 
 improvements to general rate 2020 position with a 5 year initial catch up (of 

$2.661m, being population growth % over that period). 
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From a per capita perspective: 

 General rates income has grown due to rate peg (ave 2.2% pa) and 
supplementary levies (ave 0.4% pa) - noting no SRV during the rate path freeze  

 Nett expenditure grows per capita (8.9%), greater than rate revenues (2.2%) 
 Per capita residential rates growth is modest 
 Per capita expenses would no doubt vary by LGA cohort and population cohort  

 

 
 
Perhaps growth in business category rates may be a compensator to transient and tourism 
population servicing costs.  If that were accepted, it points to a greater disparity between 
growth in population and residential rates per capita. That gap would be exacerbated by 
discounting the population rate peg by supplementary levies growth. 
 
Assuming the LGCI which guides the rate peg is meant to maintain revenues per capita in 
real terms, it appears not to capture the change in nett expenditures. This perhaps signals 
elements of the LGCI may also need revision.   
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3.6 IPART utilise change in growth in residential rate income with population growth, when 
checking per capita income is maintained over time 
 
3.7 IPART consider review of the components informing the LGCI, incl removal of the 
productivity deduction 
 
The Local Government Grants Commission (LGGC) also compiles and reviews standard 
unit costs for councils. IPART may consider utilisation of those effort-neutral per capita 
rates as a useful comparator per LGA cohort. https://www.olg.nsw.gov.au/wp-
content/uploads/2020/12/Grants-Commission-2019-20-Annual-Report.pdf  
 
LGGC advises an effort or policy neutral approach will be used in assessing the expenditure 
requirements and revenue-raising capacity of each local governing body. While generally 
utilising the same functional classifications as published with ss1, the LGGC advises 
council policy decisions concerning the level of service provided, or if there is a service  
provided at all, are not considered (effort neutral principle). Expenditure allowances are part 
of the general purpose component of the grant. They are calculated for each council for a 
selected range of council functions. Expenditure allowances attempt to compensate 
councils for the extent of their relative disadvantage resulting from issues that are beyond 
their control. 
 
The state standard cost is calculated using the five year average, gross expenditure for 
each function. Divided by the state’s population, this gives a state average cost per capita 
for providing each function. This removes the impact of any individual policy decisions by 
councils. The state standard costs per capita for each function calculated for 2019-20 is 
shown in the following table: 
 

https://www.olg.nsw.gov.au/wp-content/uploads/2020/12/Grants-Commission-2019-20-Annual-Report.pdf
https://www.olg.nsw.gov.au/wp-content/uploads/2020/12/Grants-Commission-2019-20-Annual-Report.pdf
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If those per capita unit rates applied to QPRC for FY2020, the service expenditure 
variances are illustrated below. (NB: QPRC administration expenses distributed across other 

functions in accord with attribution policy from 2019). Nonetheless, the comparison to LGGC 
indicates QPRC per capita nett expenditures are not out of step with other LGAs. 
 

 
 

 
3.8 IPART examine the Local Government Grants Commission (LGGC) approach to 
discern ‘effort-neutral’ differences across metro, coastal, regional city, regional and rural 
councils 
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We commend IPART for committing to review the SRV process to simplify and 
streamline the process.  This is desperately required and has long been advocated by 
LGNSW. The current process is costly, complicated and politically difficult, acting as a 
deterrent to making applications, even when there are clearly identified needs. 
 
We suggest in this time of property tax (stamp duty) reform and rating review, the 
models for general purpose rating also be considered. QPRC has established a rating 
model through its financial strategy and rates harmonisation process. It aims to 
differentiate rating revenues to infrastructure and servicing expenditures, in turn 
improving transparency and comprehension of the purpose and application of rates and 
charges. 
 
The model assigns revenues and expenditures in accord with the ‘narrow the gap’ 
principle, which aims to progressively map and match asset and service expenses to 
related revenue sources, and to inform and influence opinion about council funding 
options, on the premise that: 

 all property taxes (rates, annual charges, development contributions, and asset 
specific grants) cover the cost of maintenance, renewal, upgrade and debt costs 
of assets, and the share of corporate attributed costs 

 all usage charges cover the costs of operating and administration costs for 
water, sewer, waste, and the share of corporate attributed costs 

 other fees and charges, specific grants and specific SRVs cover the cost of non-
infrastructure services (eg planning, environment, community etc), and the 
share of corporate attributed costs 

 governance and corporate overhead costs are attributed across those asset and 
service areas, with balance of cost met by FAG and direct fees 
 

In that way, for future revenue planning: 
 the ad valorem rates are differentiated by ULV (assessed three-yearly by NSW 

Valuer General) per rate category and locality 
o that differential can be indicative of the standard of infrastructure 

provided and broadly indicative of frequency of maintenance (subject to 
AMPs) 

o SRVs can be targeted to renewal and upgrade of infrastructure  
 the base rate is differentiated in value by rate category and locality 

o that differential is indicative of the type and levels of service provided 
(subject to service plans) 

o SRVs can be targeted to changes to type and levels of service by locality 
 
The schematic below illustrates those relationships. 
 
3.9 IPART recommend to Government the consideration of a new rating model that 
differentiates rates calculated on land value and base charges, to service and 
infrastructure expenditures 
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Finally, while we note these matters are considered outside the scope of the rate peg 
review, we urge IPART to recommend to Government the following: 
 
a. Emergency services levy - we consider this a must:  

 levied by either a NSW tax notice (with property tax reform), and no contribution 
from LGAs; or 

 s501A annual charge outside general income, disclosed on LGA rate notices, 
then disbursed to Government; and 

 transfer of emergency services assets from LGAs to Government 
 for QPRC, this provides a one-off effective uplift around $1.5m (~4% rates) 

b. Infrastructure - by utilising 5 year cyclic asset revaluations:  
 provides estimates to bring asset to satisfactory standard (ss7) 
 sets aim to bring Condition 4-5 (backlog) assets to Condition 2-3 < 10 years (this 

assists resilience of assets to impacts such as growth and climate change) 
 establish a range for charges by LGA cohort 
 change in asset values between cyclic revaluations = new/upgraded assets 
 allows calculation of annual depreciation growth $ as % of general income; in 

turn forming part of the proposed rate peg 
 at the cyclic revaluations, utilise the unit rates to recalibrate LGCI by cohort 

c. Cost burden of non-rateable properties: 
 refer recommendations 2.2  

d. Rating categories are not sufficiently flexible to account for different uses 
 refer recommendations 2.3 

e. Using special variations for population–growth related issues 
 remove the productivity factor from the rate peg determination model 
 expanding the elements of LGCI together with introduction of a population peg, 

should assist smoothing of rate increases 
 together with removal of the ESL, the rate peg review should reduce the need 

for SRV’s for the ‘financial sustainability’ of LGAs  
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Limited scope - acknowledged
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Preliminary Findings
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Context 
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Challenge
We challenge the following, with our issues or suggestions alongside… 
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4

5

6

Methodology

11

Remove productivity factor, as rate peg 
already below growth in costs

Remove discount for supplementary 
valuations



Challenge

2

1

3

4

should provide ‘catch-up’ rules per cohort 
(metro, coast, RC, region, rural): eg >1% 
growth since census 2016

by not discounting value of supp’s permits 
some recognition/support for
• wider population serviced in region
• transient and tourist populations  

contemplate ‘narrow the gap’ rating model 

refer LGS and AO reports on regional LGA 
financial health, consequent to
• asset depreciation
• population shift (growth, cohort)
• natural disaster
• pandemic
• merger

12



Challenge

5

• likely excludes impact of growth in asset 
depreciation

• assess per cohort against current asset 
backlog (signalling underspend on asset 
MRR, thus presumption only 85% increase)

6 • may exclude all merged councils 2016
• assess growth in  service and asset costs 

for the merged councils, and update
• note most mergers applied for SRV since

13



Challenge
due to artificial ‘manipulation’ of asset 
condition and age profile to manage operating 
results and asset ratios

poor data due to inconsistent articulation of 
asset MRR from service costs
• eg cleaning/mowing included in MRR 

8

7

9
as consequence of delays in lead time from 
grant  application-announcement-deed-
commencement, value of grant eroded, and 
together with ongoing MRR, mean higher 
costs to LGA
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Take different perspectives
We’ve gathered some data to illustrate our views…
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LG Sustainability 

• A sea of red….

• Discounting population growth by 
property growth, defeats the purpose

• Population growth drives service 
costs

• Property growth drives 
infrastructure costs

• Regional growth (line and cohort) 
differs to metro

• Geographic spread

• Duplication services/facilities

• Management of asset ratios differ

• Impacting depreciation and 
operating results

• Impacts access to debt
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Evidence

RCNSW/CRJO Table

• Population change 

• Property change 

• Non-asset service cost change 

• Asset cost (depreciation) change

• DC as % of asset MRR 

• Per capita income

• Per capita service cost

• Per property asset cost

• Supp levy % of new asset dep’n
• v 60% recovery population growth

• v residential property income
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Population, Property, Revenue, Expenditure
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Revenue v Expenditure Gap
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Per Capita
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Preliminary evidence indicates

Revenues
• General rates growth < population growth

• Rates per capita falls with growth (when 
discounted by rate peg)

• Rates per capita worse if only residential 
growth accounted for

• Population growth from dual/multi occs
(strata) contributes to lower rates per capita  

Expenses
• Rates growth insufficient to meet 

depreciation growth

• Nett service cost (non-asset) grows per capita

• Per capita expenses vary by LGA cohort and 
population cohort 

• New regional-scale assets (sponsored by 
grants) increase MRR tail and depreciation

24



MRR tail of gifted and granted assets



Greenfield rates don’t cover asset MRR



Effect of Population Peg

27



We urge IPART consider…
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2

1

3

4

catch up: growth > 1% pa < 5 yrs = one-off uplift 
(non SRV)

see table: supp rate growth < nett service + 
depreciation growth

special infrastructure levy to support grants 
and/or contributions 

survey DNSW, SNSW : tourism, sporting grants, 
events allocations and patronage
survey RCNSW: FIFO, DIDO, tourist servicing 
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Catch up

30



Cost pressure summary: development v rates

5

PC-IPART examination of integrated impact of
• population rate peg and revised infrastructure 

contributions on capital revenues
• by cohort (metro, coastal, regional city, region, 

rural)
• reduction in Government grant effort
• s7.11 to co-fund new capex 
• s7.12 to co-fund renewal/debt service
• include community facilities in essential works

Contributions

31



LGGC – comparative per capita benchmarks
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And urge the government
Insert the ‘out of scope’ matters into the review….
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2

1

3

a must do: 
• either a NSW tax notice (with property tax 

reform), and no contribution from LGAs; or
• s501A annual charge outside general income, 

then disbursed to Government; and
• transfer of ES assets from LGAs to Government

utilise 5 yr cyclic asset revaluations 
• estimates to bring asset to satisfactory standard
• aim to bring Condition 4-5 (backlog) to 

Condition 2-3 < 10 years (NB climate change)
• establish range for charges by cohort

utilise change in asset depreciation values
• between cyclic revaluations = new assets
• calculate annual depreciation growth $ as % of 

general income $ = additional rate peg
• at cyclic revaluations utilise unit rates to 

recalibrate LGCI by cohort
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4

6

5
expand categories/sub categories to include
• energy installations (above rate yield)
• tourist residential sub-category (extracted from 

NSW investor property data in tax reform)

many LGAs recover same yield only due to
• same ULV from former single residential 

(redeveloped) property redistributed into multi-
unit ULV, or

• minimum rate with notional yield
consider hybrid minimum ULV or minimum rate 
above notional yield  

expand categories/sub categories to include
• energy installations (above rate yield)
• tourist residential sub-category (extracted from 

NSW investor property data in tax reform)
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Then maybe
Reframe the approach to rating…
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Convert
‘narrow the gap’
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Here’s the summary...
Issues and options…
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Regional Population is growing and different to metro
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Issues

Drivers
• Population growth drives service costs

• Property growth drives infrastructure costs

• Changing cohorts drives different services/facilities

• Visitor growth, while sought, drives higher servicing

• Higher asset or service standards/loads due to

• Mergers

• Cross border

• Regional hubs

• Tourism hubs

• Greenfield v infill

• Transient populations (mining, Snowy) generate

• Housing demand

• Service demands

Revenues
• Audit Office concerns

• Poor operating results/trends

• Consistent (emergency) asset recording

• Smoothing above rate peg should cover

• Population growth

• Asset (depreciation) growth

• Service (non asset) growth

• Dual/multi occ rating

• Energy/tourism category rating

• Supp levies

• Just cover new asset MRR

• Don’t contribute to existing MRR/services

• Don’t capture dual/multi occs adequately 
43



Impact

Misalignment 
• NSW property tax reform v LG rates reform

• NSW infrastructure contribution reform v LG 
rates reform

• Special levies co-fund infrastructure grants 
only v doesn’t allow catch-up for under 
recovered s7.11’s

• Smoothed regular increases above Peg v 
irregular high profile SRV or grant bailouts

Accounting
• Councils constrained by asset ratio benchmarks

• Councils don’t meet OLG ratios - can’t borrow to 
match grant or contribution co-funding

• Should differentiate MRR (asset) from population 
(servicing) costs  - eg cleaning, utilities 

• Perhaps standardise

• Attributions to identify real costs

• Depreciation charging

• Suggest audit

• ss7

• ss1
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SRV on Base: 
growth/change LoS

SRV on ad val: 
renewal/upgrade 

assets

Special levy: co-fund 
grants/cont’ns

Property 
Growth: 
impacts 

infrastructure 
= supp val

Population 
Growth: 
impacts 
services

= pop’n peg

Reframe the Rates Model

Hybrid minimum: > 
50% base charge
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Proposed Outcome
• Set LGCI and Peg by Cohorts

• one size not fit all (audit ss1 and ss7)

• metro, coast, regional city, regional, rural

• Narrow need (and cost) for SRV

• change to service; level of service

• new/renewed asset 

• catch up (growth)

• special infrastructure levy (grant &/or cont’n)

• Utilise S7.11 (charge per new property/population)

• new asset/facility (per contribution plan)

• Utilise S7.12 (charge % development value)

• renewed asset/debt servicing

• Tcorp enables capital grants and contributions as 
collateral in debt servicing calculation

• ERP v census (with parachute)

• No discount for supp levies or productivity

• Smoothing by expanded Peg

• service growth increases above LGCI

• asset growth (dep’n) increases above LGCI

• Migrate to reframed rating model

• Narrow the gap

• New sub category above notional rate yield 
(energy) and non-rateables (retirement village)

• Permit population + property growth to offset 
transient and cohort  nuance

• Expand IPART scope to include ‘out of scope’ 
items
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