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ITEM 16 IPART REVIEW OF RATE PEG TO INCLUDE POPULATION GROWTH 

This report presents a draft submission from Council in response to a request from IPART relating to its 
review of the inclusion of rates growth within its Rate Peg. The current legislation for rates does not fully 
allow Council’s rates revenue to increase proportionally with population growth, thereby reducing the 
average rate per head of population and property as population increases. The draft submission supports 
the proposed variations included in IPART’s review, although Council has previously maintained that 
changes to property valuation using Capital Improved Valuations (CIV) remains Council’s preferred 
approach. 

RECOMMENDATION 
Council make submission as attached to the IPART Review of the Rate Peg to include Population 
Growth, draft Report June 21. 

REPORT AUTHORISATIONS 
Report of: Brian Jenkins, Chief Financial Officer 
Authorised by: Renee Campbell, Director Corporate Services - Connected + Engaged City 

ATTACHMENTS 
1 Draft IPART Submission 
2 IPART Review of the Rate Peg to include Population Growth - Draft Report 

 

BACKGROUND 
IPART has been involved in several Local Government rating reviews over time. The latest review is at 
the request of the Minister for Local Government to recommend a rate peg methodology that allows the 
general income of councils to be varied annually in a way that accounts for population growth. Council has 
reviewed this issue several times through the varying rating reviews and has previously held that the 
application of Capital Improved Valuations (CIV), as opposed to the current Unimproved Capital 
Valuations, would have been an appropriate approach to ensure full growth in all aspects were included 
in the rate calculations. While a change to CIV was proposed by IPART in its Review of the Local 
Government Rating System – Final Report in December 2016, the NSW Government did not support that 
approach at the time when it introduced changes to Legislation. There was acknowledgement that growth 
was not being captured in the rating calculations that led to this current proposal. 
The current proposal by IPART is based on calculating population growth. Council’s previously stated view 
was that growth extends beyond ‘population’ as it is also linked to the business and employment growth. 
This is particularly so when considering a regional council such as ours that supports areas and 
populations outside our Local Government Area. The current proposal will not provide for growth in 
business properties. 
IPARTS’s recommendation is that ‘each council’s general income on a per capita basis should be 
maintained as its population grows. The rate peg for each council should be increased by a population 
factor equal to the annual change in its residential population, using Australian Bureau of Statistics data, 
with an adjustment for income derived through supplementary valuations.’ Their proposed method is 
provided below. 

𝑅𝑅𝑅𝑅𝑅𝑅𝑒𝑒 𝑝𝑝𝑒𝑒𝑝𝑝 = 𝑐𝑐ℎ𝑅𝑅𝑎𝑎𝑝𝑝𝑒𝑒 𝑖𝑖𝑎𝑎 𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿 −𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑐𝑐𝑅𝑅𝑖𝑖𝑝𝑝𝑖𝑖𝑅𝑅𝑝𝑝 𝑓𝑓𝑅𝑅𝑐𝑐𝑅𝑅𝑝𝑝𝑝𝑝 + 𝑝𝑝𝑅𝑅ℎ𝑒𝑒𝑝𝑝 𝑅𝑅𝑝𝑝𝑎𝑎𝑝𝑝𝑎𝑎𝑅𝑅𝑎𝑎𝑒𝑒𝑎𝑎𝑅𝑅𝑎𝑎 +𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑅𝑅𝑅𝑅𝑖𝑖𝑝𝑝𝑎𝑎 𝑓𝑓𝑅𝑅𝑐𝑐𝑅𝑅𝑝𝑝r 

LGCI is the Local Government Cost index currently used to represent the changes in cost of council’s goods 
and services or our industry inflation rate. Other adjustments are not defined. 
The population factor proposed to be used is based on the change in estimated residential population for 
the local government area (ERP) specified by the Australian Bureau of Statistics (ABS). These statistics 
are proposed to be applied in arrears so that for the 2022-2023 rate year, the population increase from 
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calendar years 2019 to 2020 would be applied. The population estimates are published in the March 
following the end of year, while IPART publish the Rate Peg in the December prior to a rating period 
resulting in the proposed two year lag. 
As councils do achieve a level of growth due to increases in rateable properties (supplementary 
valuations), the population factor proposed makes adjustment for that growth to ensure it is not double 
counted, as follows: 

𝑃𝑃𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑅𝑅𝑅𝑅𝑖𝑖𝑝𝑝𝑎𝑎 𝑓𝑓𝑅𝑅𝑐𝑐𝑅𝑅𝑝𝑝𝑝𝑝 = max (0, 𝑐𝑐ℎ𝑅𝑅𝑎𝑎𝑝𝑝𝑒𝑒 𝑖𝑖𝑎𝑎 𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑅𝑅𝑅𝑅𝑖𝑖𝑝𝑝𝑎𝑎 − 𝑎𝑎𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑒𝑒𝑎𝑎𝑒𝑒𝑎𝑎𝑅𝑅𝑅𝑅𝑝𝑝𝑝𝑝 𝑝𝑝𝑅𝑅𝑝𝑝𝑝𝑝𝑅𝑅𝑅𝑅𝑖𝑖𝑝𝑝𝑎𝑎𝑎𝑎 𝑝𝑝𝑒𝑒𝑝𝑝𝑐𝑐𝑒𝑒𝑎𝑎𝑅𝑅𝑅𝑅𝑝𝑝𝑒𝑒) 

Cℎ𝑅𝑅𝑎𝑎𝑝𝑝𝑒𝑒 𝑖𝑖𝑎𝑎 𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑅𝑅𝑅𝑅𝑖𝑖𝑝𝑝𝑎𝑎 = max (0, 𝐸𝐸𝑅𝑅𝑃𝑃 2020/𝐸𝐸𝑅𝑅𝑃𝑃 2019 − 1) 

S𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑒𝑒𝑎𝑎𝑒𝑒𝑎𝑎𝑅𝑅𝑅𝑅𝑝𝑝𝑝𝑝 𝑝𝑝𝑅𝑅𝑝𝑝𝑝𝑝𝑅𝑅𝑅𝑅𝑖𝑖𝑝𝑝𝑎𝑎𝑎𝑎 𝑝𝑝𝑒𝑒𝑝𝑝𝑐𝑐𝑒𝑒𝑎𝑎𝑅𝑅𝑅𝑅𝑝𝑝𝑒𝑒 = max (0, 𝑎𝑎𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑒𝑒𝑎𝑎𝑒𝑒𝑎𝑎𝑅𝑅𝑅𝑅𝑝𝑝𝑝𝑝 𝑝𝑝𝑅𝑅𝑝𝑝𝑝𝑝𝑅𝑅𝑅𝑅𝑖𝑖𝑝𝑝𝑎𝑎𝑎𝑎 𝑎𝑎𝑝𝑝𝑅𝑅𝑖𝑖𝑝𝑝𝑎𝑎𝑅𝑅𝑝𝑝 𝑝𝑝𝑒𝑒𝑎𝑎𝑒𝑒𝑝𝑝𝑅𝑅𝑝𝑝 𝑖𝑖𝑎𝑎𝑐𝑐𝑝𝑝𝑎𝑎𝑒𝑒 
𝑝𝑝𝑖𝑖𝑒𝑒𝑝𝑝𝑝𝑝) 
Effectively for Council, this should result in the increase allowed in Council General Income to be equal to 
the Population Factor, as the already applied Supplementary Valuation Percentage would presumably 
always be lower than the Population Factor. Albeit with the lag in application of the population growth, 
there may be anomalies in some periods.  
To understand the potential financial and rating impacts of this approach, a notional calculation based on 
the proposed formula has been applied at a high level to the past five years (since the last year of the 
special rate variation in 2015). The actual notional yield calculation against the potential results with the 
applied formula are summarised below. 

This notional increase in the annual rate levy is calculated to have increased by almost $6M over the five 
year period. This increase is consistent with the notion that the full impacts of rates growth is not currently 
been recognised through the current notional yield or General Revenue calculation. Population growth 
over the period (applied two years in arrears) compared to the value of supplementary rates growth 
(currently allowed) is represented below. 

This table shows the shortfall between the rates growth currently being applied (supplementary valuation 
growth) and the proposed population growth figure that is understood to be applied to the Rate Peg under 
the proposed formula. 
While the IPART proposed approach will potentially lead to higher growth in rates revenue that better 
represents the increase in population and will allow Council to better meet the costs of increased service, 
how the rates will be allocated is an important consideration. IPART has suggested in their review that 
‘while the impact on individual ratepayers may vary, on average new ratepayers will pay most of the 
additional rates revenue. Given this, our view is additional protections for existing ratepayers are not 
necessary at this stage’. This is considered correct, although due to the nature of Council’s rates structure 
that applies a 50% Base charge (fixed amount) and an ad valorem amount (percentage of valuation), the 
percentage increases will be higher for higher valued properties and lower for lower valued properties. 
IPART has also recognised that their proposal does not address all issues or stakeholder concerns. This 
includes, Capital Improved Valuations, Emergency Services Levy, Stormwater Management Charges, cost 
burden of non-rateable property, rating categorisation flexibility, or pensioner rebates. Council has made 
submission seeking variation on a number of these issues including the current exemptions legislation 
(non-rateable properties) that was broadly argued on a principle that residential properties should incur 
rates. This is consistent with a population based approach that increases revenue requirements in line 

2021-22 2020-21 2019-20 2018-19 2017-18
Actual Notional Yeild 180,267,266         175,581,733         170,303,044         165,085,380         160,551,320         
Revised Notional Yeild 186,262,035         181,014,232         174,086,696         166,843,680         161,334,502         
Variance 5,994,769             5,432,499             3,783,652             1,758,300             783,182                 

2021-22 2020-21 2019-20 2018-19 2017-18
Poulation Growth 1.390% 1.207% 1.372% 0.999% 0.920%

 Suplementary Valuation 
Growth 0.657% 0.485% 0.441% 0.532% 0.424%
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with population growth. The proposed IPART methodology would, for example, increase rates revenue 
based on population growth in community housing, housing owned by benevolent institutions or charities 
and other non-rateable residential property. While the rate income would increase, that increased amount 
must be applied to existing ratepayers who would bear the burden of increased population living in non-
rateable property. While this is not preferable, it is consistent with what happens with existing properties 
when they convert from rateable to non-rateable and is considered to be best addressed through further 
consideration of exemptions by the State Government. 
There are three specific questions asked by IPART in relation to their review: 

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

• 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?

• Do you have any other comments on our draft methodology or other aspects of this draft report?
The proposal includes the application of estimated residential population (ERP) specified by the Australian 
Bureau of Statistics (ABS). These data sets appear to be published each March for the periods from 2000 
to the previous year. It is noted that the population figures provided are estimates and appear to allow for 
retrospective adjustment each year and more accurate figures following each census. It has been identified 
that there have been changes to Wollongong’s estimates from year to year retrospectively, which may 
have implications on the applied formula. Three data sets for the preceding year show this. 

It can be seen in these numbers that the 2001-2018 estimate population for 2018 of 216,071 was revised 
downwards in the 2001-2019 statistics to 215,856, and the 2001-2019 figure for 2019 was revised upwards 
from 218,114 in the 2001-2020 estimates to 218,856. The impact of applying the calculation for the change 
in population from a single set of numbers would produce inconsistencies and potentially higher or lower 
rate variations. The cumulative effect of such changes could be significant if correction is not applied or 
calculations are not based on the numbers provided and applied in the first instance for each year. By 
applying the numbers reported each year, the system would true itself up each year based on the latest 
estimate of population and the movement from estimate used in prior years. The table below shows the 
varying population indexes and cumulative effect where the first line is derived by applying the numbers 
published in a single year and the second variation (2) based on the numbers as first published in each 
year. 

The variations in the prior years based on using a single year’s numbers would have reduced income 
indexation from 6.484% to 6.228% (0.256% variation). This would equate to a variation of approximately 
$460K in rates revenue. 
In considering the impacts of IPART’s Rate Peg and its proposals, it is always relevant to consider that 
the Rate Peg remains the maximum increase allowed to be applied the following years’ General Income. 
Councils retain its control over the application of all or part of the increase. Council will also retain the 
existing controls over allocations of its rates, with limitations, through rating structure and pricing policy 
determined through its Revenue Policy each year. 

2020 2019 2018 2017 2016 2015 2014

2001-2018 ABS 216,071         213,281         210,394         208,313         206,415         
2001-2019 ABS 218,114         215,856         213,281         210,394         208,313         206,415         
2001-2020 ABS 219,798         218,856         215,856         213,281         210,394         208,313         206,415         

2019-20 2018-19 2017-18 2016-17 2015-16 2014-15 2013-14
Change in Population 0.430% 1.046% 1.308% 1.372% 0.999% 0.920% 0.834%
Change in Population 2 0.772% 0.946% 1.308% 1.372% 0.999% 0.920% 0.834%

Cumulative PopN Index 106.228                 105.773                 104.678                 103.326                 101.928                 100.920                 100.000                 
Cumulative PopN Index 2 106.484                 105.668                 104.678                 103.326                 101.928                 100.920                 100.000                 
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PROPOSAL 
It is proposed to make the submission as attached to support the introduction of an adjustment to the Rate 
Peg for population growth, with clarification on the application of population estimates as described. 

PLANNING AND POLICY IMPACT 
This report contributes to the delivery of Our Wollongong 2028 goal “We are a Connected Engaged 
Community”. It specifically delivers on the following: 

Community Strategic Plan Delivery Program 2018-2022 Operational Plan 2021-22 

Strategy 4 Year Action Operational Plan Actions 

4.3.2 Resources (finance, technology, 
assets and people) are 
effectively managed to ensure 
long term financial sustainability 

4.3.2.2 Continue to pursue alternative 
funding options to deliver 
financially sustainable services 
and facilities 

Implement approved rating structures 

Commence the review of the rating 
structure to align to legislative changes 

CONCLUSION 
While the proposed methodology is not Council’s preferred outcome for accurately reflecting the impacts 
of growth in its rates, the proposal does provide a reasonable estimate of at least part of the growth impact. 
The proposal would provide a closer alignment between Council’s increasing cost and the rates collected 
and would provide more options for Council in its collection and distribution of rates. It is considered that 
the proposal should be supported. 
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