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Analysing the ACT Government Surcharge 
on the Rates of Unit-titled Properties 

Peter Bradbury1 

Introduction 
The ACT Government is undertaking a 20-year program to reform the Territory’s taxation system.2 
The objectives set by the Government for “A Fairer Tax System” are: 

1. The Government will abolish conveyance duty and insurance taxes. 
2. Residential General Rates will be made more progressive. 
3. Residential Land Tax is being made more progressive. 

 
The 2016-17 Budget announced, with effect from 1 July 2017, that the methodology for calculating 
residential rates paid by unit-titled properties would be changed. Prior to that date, every residential 
property whether unit-titled or block-titled, had the Valuation Based Charge (VBC) component of 
rates calculated with a common marginal tax scale using the Average Unimproved (land) Value 
(AUV) for each individual property. Every residential property was taxed using the same method. 
 
All dwelling types; apartments, townhouses, and detached houses are found on block-titled and 
unit-titled properties. Apartments number about half of all unit-titled properties in the ACT. Block-
titled properties are predominantly detached houses and townhouses, but some apartments can be 
found on single title duplex and triplex properties. Government documents often use the real estate 
industry shorthand of “unit” for unit-titled properties and “house” for block-titled properties. 
 
From 2017-18, the AUVs of individual unit-titled properties are aggregated up to the next level of the 
ACT land classification, the block, with the other individual properties on that block. The common 
marginal tax scale is then applied to the grand total AUV of those properties, and the resulting VBC is 
allocated back to individual properties in the same proportion as the AUVs were aggregated, that is, 
using the Unit Entitlement (UE).  
 
Prior to the new methodology 96% of unit-titled properties attracted a marginal tax rate in the 
lowest two thresholds, with the vast majority in the lowest. With the new methodology, 95 % of 
unit-titled properties attract the top marginal tax rate. As a result, the VBC for the average unit-titled 
property is greater by 64% and total rates greater by 18% in 2017-18 over the standard 
methodology. As a phase-in concession, a one-off rebate of $100 was provided for each unit-titled 
property. 
 
As this methodology results in a charge beyond the standard methodology, this analysis refers to 
this as the Unit-title surcharge, or simply the surcharge. 
 
Identical changes were made to the calculation of Land Tax; but inexplicably not for rates on unit-
titled commercial properties, including where such properties are on the same block as residential 
unit-titled properties.  
 

 
1 Peter Bradbury; economic statistician (retired); Australian Bureau of Statistics (1984-1996 & 1997-2016), 
Department of Foreign Affairs and Trade (1996-1997), and International Monetary Fund (2014-2017). 
2 http://www.treasury.act.gov.au/taxreform/Documents/factsheet_Overview.pdf  

http://www.treasury.act.gov.au/taxreform/Documents/factsheet_Overview.pdf
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While the plan to change methodology was included in a 2016-17 Budget document, most unit-title 
owners were unaware of it until they received bills in 2017. The Government didn’t advise them with 
the 2016 bill and sitting Government MLAs made no mention of it while campaigning for the 2016 
ACT election in unit-title complexes. It would be interesting to speculate what the outcome of that 
election might have been if the owners of almost one-third of residential properties were fully aware 
of an average 18% increase in rates, and if renters were fully aware of an average 25% increase in 
taxes on the property they occupied. When the change was legislated after the election, media 
reporting generally mentioned only apartments at prime locations. 
 
Unsurprisingly, when 2017 rates bills were received there was much consternation among affected 
property owners, and this eventually led to an inquiry being conducted by the Legislative Assembly’s 
Public Accounts Committee.3 The first term of reference for the Inquiry was whether the 
Government had a mandate to make this change. While several submissions to the Inquiry touched 
on this, the Committee didn’t investigate whether the Government had made a valid case for 
change. This report undertakes that investigation.  

Summary of Findings 
1. The Fairer Tax System objective to abolish conveyance duty and insurance taxes is on track.  
2. The ACT Government is failing to meet the Fairer Tax System objective to make Residential 

General Rates more progressive. 
3. The ACT Government is failing to meet the Fairer Tax System objective to make Residential 

Land Tax more progressive. 
4. The unit-title surcharge introduced in 2017 significantly increases the magnitude of the 

Government’s failure to implement the Fairer Tax System objectives for both Residential 
Rates and Residential Land Tax. 

5. Even if the Government were to abandon its Fairer Tax System objectives, none of its claims 
related to unimproved value in support of the unit-title surcharges on residential rates and 
land tax hold up under analytical scrutiny. In addition: 

a. Using the ACT Government’s analysis, the average rates surcharge imposed is 50% 
larger than needed to address the issue it claims to exist. 

b. Using a standard analysis, the average rates surcharge imposed is 300% larger than 
needed to address the issue the Government claims to exist. 

c. The surcharge creates horizontal inequity in the rates system which didn’t exist 
previously, not only on the basis for taxation, land value (AUV); but also on the basis 
of market value. 

6. The only valid concern is that equity differs when viewed from the competing perspectives 
of land value and market value. This concern: 

a. Is neither new during the tax reform period or caused by it. 
b. Can’t be resolved by just increasing taxes on one segment of the community. 
c. Can’t be resolved without using market values in some way. 

7. The ACT Government has broadened the reform of residential rates to include a combined 
260% increase in the regressive fixed charges of ‘Other Rates’, failing the intent of fairer 
Residential Rates. 

  

 
3 https://www.parliament.act.gov.au/in-committees/standing-committees-current-assembly/standing-
committee-on-public-accounts/inquiry-into-the-methodology-for-determining-rates-and-land-tax-for-strata-
residences  

https://www.parliament.act.gov.au/in-committees/standing-committees-current-assembly/standing-committee-on-public-accounts/inquiry-into-the-methodology-for-determining-rates-and-land-tax-for-strata-residences
https://www.parliament.act.gov.au/in-committees/standing-committees-current-assembly/standing-committee-on-public-accounts/inquiry-into-the-methodology-for-determining-rates-and-land-tax-for-strata-residences
https://www.parliament.act.gov.au/in-committees/standing-committees-current-assembly/standing-committee-on-public-accounts/inquiry-into-the-methodology-for-determining-rates-and-land-tax-for-strata-residences
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The Government’s Case 
The Government response4 to the inquiry was released 16 January 2019, it includes the most 
complete statement of the Government’s case for introducing the surcharge. Relevant parts are 
presented below (with minor formatting changes): 

The review of Stage One of tax reform found that the increases in general rates for houses had been 
significantly greater than for units because units have relatively lower unimproved values. The 
average increase between 2011-12 and 2016-17 was 8.8 per cent per year for houses but only 6 per 
cent per year for units. The disparity meant that the difference between rates paid by houses and 
units with similar market values was becoming greater and would have continued to increase over 
time if not addressed. This disparity also extended to land taxes as these payments are calculated 
using the same methodology. Given that rates and land tax are used to fund a broad range of 
services to the community beyond strictly municipal services, this raised significant fairness and 
equity concerns. 
 
… 
 
Even after this change has been implemented, average rates for houses continue to be higher than 
units. The average general rates charge for units in 2018-19 is $1,472 compared to $2,474 for houses 
– a difference of around 40 per cent.  
 

 
 
This is illustrated in Chart 1 that shows the average general rates paid by houses and units since 
2011-12, prior to the commencement of the tax reform. Average unit rates as a proportion of 
average house rates can be seen declining after 2011-12 from 61.4 per cent to 53 per cent in 
2016-17. Following the change in methodology in 2017-18, average unit rates as a proportion of 

 
4 https://www.parliament.act.gov.au/__data/assets/pdf_file/0011/1306649/ACT-Government-Response-re-
methodology-for-determining-rates-and-land-tax.pdf  

https://www.parliament.act.gov.au/__data/assets/pdf_file/0011/1306649/ACT-Government-Response-re-methodology-for-determining-rates-and-land-tax.pdf
https://www.parliament.act.gov.au/__data/assets/pdf_file/0011/1306649/ACT-Government-Response-re-methodology-for-determining-rates-and-land-tax.pdf
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average house rates are now around the same in 2018-19 (59.5 per cent) as they were in 2011-12, 
prior to the commencement of the tax reform program. 
 
The change in calculation methodology for units has better aligned the proportions of residential 
properties that are units to the proportion of revenue contributed from this group. The proportion 
of units has increased from 24 per cent of residential properties in 2011-12 to 30 per cent in 2018-
19, while the proportion of revenue from units has increased from 16 per cent in 2011-12 to 20 per 
cent in 2018-19. 

 
A comparative example was also presented: 

Detached 3 bedroom house in Charnwood 
 
Market Value: $460,000 approximately  

Average Unimproved Value (AUV): $270,000 approximately  

2018-19 General rates payable: $1,775  

This is based on a fixed charge of $815 and a valuation based charge of $960.  

 
2 bedroom unit in Braddon  

 
Market Value: $460,000 approximately (similar to above)  

Average Unimproved Value (AUV) of the block: $2 million approximately  

2018-19 General rates payable: $1,299  

This is based on a fixed charge of $815 and a valuation based charge of $484. 

Testing the Government’s Case 
As the surcharge came from a review of the tax reform program, it is relevant to understand how 
the Government is tracking against its objectives, and whether the surcharge goes to meeting those 
objectives. 
 
On the first objective, while there are valid concerns about revenue neutrality, conveyance duty is 
on track to be abolished over the 20-year reform timetable (see Chart 21, Appendix 3). Insurance 
taxes were abolished with effect from 1 July 2016. 
 
The second objective, that residential general rates will be made more progressive, is a little 
problematic to assess as it is written from a perspective of a tax system that was already progressive. 
However, in 2011-12 general rates were heavily regressive, see Chart 2 which shows that general 
rates were also heavily regressive overall in 2017-18, even before including the surcharge. The most 
generous interpretation of this objective is that “more progressive” is politician-speak for less 
regressive.  
 
The Government’s indicator of average general rates paid by unit-titled properties as a proportion of 
average general rates paid by block-titled properties falling from 61.4% in 2011-12 to 53.0% in 2016-
17 might have been able to be passed off as showing that general rates had become less regressive 
because unit-titled properties have relatively lower unimproved values.  
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However, the definitive statistic 
would analyse the complete average 
tax curve. Chart 3 does this, showing 
that the change in general rates 
between 2011-12 and 2017-18 are 
regressive overall. Above $300,000 
AUV the change is mildly 
progressive. The horizontal dotted 
line indicates how mild, showing the 
change at $4 million AUV, the most 
valuable block-titled property in 
2011-12. Chart 4 breaks the change 
down into its components, the VBC 
and the fixed charge so that the 
complexity of the underlying 
changes can be seen.  
 
Note that the average unit-titled 
property has an AUV that is only 40% 
of the average block-titled property 
(2011-12), so a rates proportion that 
is above that (e.g. 61.4%) is an 
indicator of a regressive rates 
system. 
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• A progressive tax is a tax where the average tax 

rate increases as the amount subject to taxation 
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• A proportional tax is a tax imposed so that the 
tax rate is fixed (flat), with no change as the 
taxable amount increases. 

• A regressive tax is a tax where the average tax 
rate decreases as the amount subject to taxation 
increases. 
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The Government may claim that making the VBC tax curve steeper fulfils the commitment, but 
this wouldn’t be the general understanding, and indeed it is not the opinion of David Nicol, the 
Under Treasurer, in the Government’s evidence to the Inquiry “The progressivity in the system is 
in the ultimate rates bill you pay in relation [to] the rating factors, including the fixed charge.”, 
“The progressivity is in the value of that rates bill compared to the value of the property.”5 Despite 
giving a textbook definition, Mr. Nicol mislead the Inquiry by referring to the residential rates 

 
5 http://www.hansard.act.gov.au/hansard/2017/comms/pac22a.pdf, p 61 
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system as progressive three times. The Treasurer mislead the Inquiry by referring to the rates 
system as progressive four times, including that it was very progressive on one occasion.  
 
Appendix 2 shows that it is possible to levy a regressive tax using only marginal tax scales by 
presenting general rates and total rates as marginal scales using two methods. Fixed charges are 
just the simplest and least transparent way of achieving a regressive tax. In 2017-18, fixed charges 
make up almost half of residential rates revenue for the ACT Government. Most properties pay 
more in fixed charges than VBC. 
 
As general rates have become more regressive rather than less regressive, the Government is 
failing on this objective, not just failing to move forward but heading in the wrong direction. 
 

Broad Tax Design and Valuation Base for Replacement Taxes 

 Regressive Proportional (Flat) Progressive 

2010 Henry Tax Review   Land value 

Deloitte Access Economics  GST  

Grattan Institute  Land or Market value 

McKell Institute   Land value 

ACT Government Land value   

The ACT Government is out of step with the bodies recommending the reform of inefficient taxes on 
how the replacement tax(es) should be levied. 
 
In relation to the third objective that residential land tax become more progressive, residential land 
tax was progressive in 2011-12, but became regressive from 2014-15 with the introduction of a fixed 
charge into the calculation of tax payable. In 2018-19, above $275,000 AUV, land tax is very mildly 
progressive. See Chart 5 showing average land tax rates for 2011-12 and 2018-19. 
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Chart 6 confirms that the change in average land tax rates between 2011-12 and 2018-19 is 
regressive along the entire AUV spectrum, and further, above $321,000 AUV land tax has decreased. 
The Government is failing on this objective, also heading in the wrong direction. 
 

 
 
Unlike rates, the Government doesn’t have a possible defence that the land tax VBC tax curve has 
become steeper. It has become flatter since 2011-12 when the VBC average rate at $4million AUV 
was 2.28 times the base rate, in 2018-19 it is only 2.11 times the base rate. See Chart 17 in 
Appendix 3. 
 
So, does the surcharge assist the Government to meet its objectives. As the surcharge uses unit 
entitlement which is only generally available in the Government’s own unit records, it is not possible 
to independently calculate the effect of the surcharge across the AUV spectrum with accuracy. 
However, the properties that make up almost all the low end of the AUV spectrum have been moved 
up the tax thresholds, such that no unit-titled properties remain in the lowest threshold (from 71.1% 
of all unit-titled properties to 0.0%) with most of them (95%) now attracting the top rate. The 
surcharge is unambiguously regressive, so significantly increases the magnitude of the Government’s 
failure to implement the Fairer Tax System objectives. 
 
While the Government is failing to meet its own objectives on rates reform, and the surcharges on 
rates and land tax don’t assist it to meet those objectives, for completeness it is worth looking at the 
claims of the Government. They are based on simple statistics, particularly a handful of averages, 
and then a series of claims that unique causal effects occur broadly. Those claims are that: 

1. The general rates of block-titled properties have increased more than unit-titled properties 
since tax reform began; 

2. This leads to the rates of unit-titled properties to decrease as a proportion of the rates of 
block-titled properties; 

a. that a relationship exists to relative market values; 
b. this is unique to unit-titled properties; 
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3. A completely different method of calculating the VBC was required for unit-titled properties 
to address this decreasing proportion; and 

4. Every claim above holds true for land tax. 
 
The average general rates of block-titled properties have increased more than the average general 
rates of unit-titled properties (Chart 1). And the general rates of the average block-titled property 
have increased more than the general rates of the average unit-titled property (Chart 7). However, 
the tax reform experiences of different properties are not well reflected by a simple average or two 
as those experiences are quite varied (Chart 7). Unit-titled properties make up most of the low end 
of the AUV spectrum while block-titled properties make up most of the high end. So, a broad claim 
based on the averages is not very informative. 
 
Chart 7 also shows that when viewed from the perspective of total rates the increase for the average 
block-titled property has been less than the average unit-titled property. 
 

 
 
Given this variation which results from the complexity that can be seen in Chart 4 it is necessary to 
compare all the possible pairs of AUVs that could occur to determine whether the proportion of 
general rates paid by the property with the lower AUV increases or decreases due to tax reform. 
Chart 8 shows this comparison for all pairs where both properties have AUVs under $500,000. The 
solid black lines are where the proportion is unchanged between 2011-12 and 2017-18, and divides 
areas of pairs where the proportion either increases or decreases, as marked on the chart. The grey 
dashed line is also where the proportion is unchanged, because the AUVs of the pair are the same. 
 
To understand this analysis, look across the chart at $100,000 AUV for the lower valued property. 
Where the AUV of the higher valued property is between $100,000 and about $260,000 the 
proportion of general rates will increase, but above about $260,000 the proportion will decrease. 
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Note that neither title type or market value form a dimension of this analysis. The relative 
proportions of rates are solely a function of the relative AUVs. A proportion will go up, down, or 
nowhere irrespective of whether the market values are similar, identical, significantly higher, or 
significantly lower. This happens for any combination of unit-titled and/or block-titled properties. 
For instance, in any pair of block-titled properties with different AUVs where both are over $150,000 
AUV (99% of block-titled properties) the proportion will decrease between 2011-12 and 2017-18, 
irrespective of what their market values are.  
 
This is demonstrated by the point marked “Holt Blocks example” which shows the experience of the 
three block-titled detached houses from Example 3 of Appendix 1. Two of those houses have AUVs 
of $245,000, but market values that are significantly higher or significantly lower than a third house 
with an AUV of $339,000. The proportion of general rates for the two houses with lower AUVs 
decreases by 3% between 2011-12 and 2017-18, not much less than the the average unit-titled 
property versus the average block-titled property, a decrease of 4%, also marked on Chart 8. 
 

 
 
The example from the Government’s case is also marked, but what is immediately apparent is that it 
is in the area of the chart where the general rates proportion increases between 2011-12 and 2017-
18, by 0.01% (an increase of 1.1 % to 2018-19 which the Government uses in its case). Why did the 
Government choose an example that doesn’t show the proportion decrease that is the centre of its 
justification for the surcharge. This choice would suggest that the Government didn’t undertake 
sufficient analysis, and just relied on a couple of superficial averages and it’s own rhetoric that a 
string of causal relationships followed. 
 
At the Inquiry hearing Treasury officials claimed that they “looked at what we could do to change 
the rating factors and the fixed charge” before deciding on a different methodology for levying rates 
on unit-titled properties. They can’t have looked very hard, if the 2011-12 general rates system with 
4 settings could deliver a general rates proportion of 61.4%, it is implausible that the current system 
with 10 settings couldn’t. Other analysis in this report shows that flattening the VBC tax curve or 
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increasing the proportion of rates collected by way of regressive fixed charges can achieve such a 
result. An entirely different methodology would not be required. Of course, levying Rates and Land 
Tax directly on market value would have brought the desired equity. 
 
None of the claims of the Government in relation to residential rates hold up under analytical 
scrutiny. While the analysis above details all of the failings of the Government’s case for a surcharge 
on Rates for unit-titled properties, it is best summed up by looking at what happens between two 
block-titled properties with similar market values. Chart 9 shows the same outcome as Chart 1. 
 

 
 
It is not surprising that a large number of the submissions to the Inquiry were able to identify that 
the surcharge creates horizontal inequity in the rates system. Horizontally equitable taxes apply 
equally to people in similar financial circumstances. Appendix 1 expands on the Government’s 
example, which uses two properties, with a further seven properties across three examples. The 
most important message from those examples is that not only does the surcharge create horizontal 
inequity in the rates system on the basis of AUV, but that there are instances (probably many across 
Canberra) where the rates system has also been rendered horizontally inequitable on the basis of 
market value, with the general rates of unit-titled properties significantly exceeding those of block-
titled properties with much greater market values (Chart 10). If the Government undertook any 
impact analysis of introducing the surcharge these instances should have been red flags. 
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Even if one were to fully accept the government’s analysis that there is a tax reform emergency, in 
2016-17 the policy response required was a surcharge of $180 ($2,152 x 0.614 - $1,141). The 
surcharge adds $265 to general rates for the average unit-titled property, an overshoot of almost 
50%.  
 

 
 

2 Bed - 1 Bath - 1 Car

Holt - Market Value $351,000

2 Bed - 2 Bath - 2 Car

Crace - Market Value $460,000

4 Bed - 2 Bath - 2 Car
Coombs  - Market Value $720,000

$750

$1,000

$1,250

$1,500

$1,750

$2,000

2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20

Chart 10 - Townhouses - Total Rates

Unit-titled Without surcharge Block-titled Block-titled

$3,536

$3,349 $3,349

$3,192 $3,237

$3,382 $3,402

$3,460
$3,520

$1,026

$903 $903

$1,518 $1,563

$1,708

$1,844
$1,902

$1,962

$2,401
$2,459

$2,519

29.0%
27.0% 27.0%

47.6% 48.3%
50.5%

54.2% 55.0% 55.7%

70.6% 71.1% 71.6%

0.0%

10.0%

20.0%

30.0%

40.0%

50.0%

60.0%

70.0%

80.0%

$0

$500

$1,000

$1,500

$2,000

$2,500

$3,000

$3,500

$4,000

2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20

Chart 11 - Land Tax for average Block-titled and Unit-titled properties

Block-titled Unit-titled With Surcharge Unit-titled land tax as a % of Block-titled land tax With Surcharge



13 
 

In relation to land tax, the Government’s series of claims doesn’t even get off the start line. As Chart 
6 shows the change in average land tax rates between 2011-12 and 2018-19 is regressive over the 
entire AUV spectrum. Both the VBC and fixed charges contribute to this, so land tax lacks the 
complexity exhibited in general rates. As a result, before the surcharge, the land tax paid by the 
average unit-titled property as a proportion of land tax paid by the average block-titled property has 
increased substantially (Chart 11), and for every pair of properties across the AUV spectrum the 
proportion increases (Chart 12).  
 
None of the claims of the Government in relation to land tax hold up under analytical scrutiny. 
 

 

Using a Standard Analytical Method 
The Government’s data on general rates (Chart 1) looks quite striking and the surcharge appears to 
have recovered that change, but it is using a non-standard analytical methodology. It is defining the 
average properties not by the input variable (AUV) to the rates system, or an independent variable, 
but by the tax collected. This leads to different averages being taken each year and skewing the 
average for block-titled properties upwards as it increases the gradient of the VBC tax curve. The 
average block-titled property has moved closer to Red Hill as time passes, specifically because of 
changes the government is making to the tax rates. This technique which essentially measures 
aggregate revenue may have some use inside Treasury, but is completely inappropriate to 
determine how the changes to the rates system are affecting individual properties, or representative 
groups like average blocks or average units. All that chart really tells us is that the VBC rate curve has 
steepened over time, not an unintended consequence, but a central objective of tax reform. This 
information is better gained by reading the tax rate tables directly. It is not an analytical method that 
the Government used in any other circumstance when reviewing tax reform in the 2016-17 Budget 
document6. It is also not possible to dissagregate it to perform the various analyses presented in this 
report. 

 
6 https://apps.treasury.act.gov.au/__data/assets/pdf_file/0010/870292/Taxation-Reform.pdf  
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Using a standard analytical approach, the average unit-titled property has an AUV of $139,712 in 
2011-12 while the average block-titled property has an AUV of $345,066 (both the same as the 
Government in that year), the tax settings of the subsequent years are then applied to those AUVs 
with the results shown in the Chart 13. This is the method that the Government used in seven out of 
eight analyses it performed in its own 2016-17 tax reform document. A lot less striking, other than 
the effect of the unit-title surcharge as it is phased in. The relativity between the general rates of 
units and blocks is fairly stable apart from the first year transitting to tax reform, a concsious 
decision reflecting the changing thresholds and shape of the VBC tax curve.  

 
 
Even if one were to accept the government’s asssertion that there is a tax reform emergency, in 
2016-17 the policy response required using a standard analytical method, was a surcharge of $65 
($1,978 x 0.614 - $1,149). The surcharge adds $265 to general rates for the average unit-titled 
property, an overshoot of 300%.  
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Tax Reform Broadened 

 
 
All analysis of the tax reform process should be done at the total rates level, it is the bill that 
ratepayers must pay, and represents the total universal tax on residential property levied by the 
Government. In addition, significant reform has been undertaken in this area beyond the original 
reform agenda. The Fire and Emergency Services Levy (FESL) has risen 230% between 2011-12 and 
2018-19, while a completely new tax the Safer Families Levy (SFL) was added in 2016-17. For the 
average unit-titled property, the reform of ‘Other Rates’ was the largest component of tax reform, 
until the surcharge. 
 
The broad aim of tax reform should be to remove these sort of separately levied taxes. In the ACT, 
with no separate municipal level of government, these separate levies are not required. 
 
Chart 14 shows that despite the average unit-titled property having an AUV that is only 40% of the 
average block-titled property, in 2011-12 the total rates of the average unit-titled property were 
64% of the average block-titled property, this proportion rose to 65.6% in 2019-20 using the 
standard methodology, or 75.6% with the surcharge. 
 
Chart 14 also shows clearly that the standard settings of the rates system can be used to significantly 
alter relativities, achieved through a flatter VBC tax curve and/or higher fixed charges.  
 
After considering all the analysis above, the only concern remaining is that equity differs when 
viewed from the competing perspectives of land value and market value. This concern: 

a) Is neither new during the tax reform period or caused by it. 
b) Can’t be resolved by just increasing taxes on one segment of the community. 
c) Can’t be resolved without using market values in some way. 
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Appendix 1 

Comparative Examples 
Example 1 

Horizontal and Vertical Equity/Inequity 

General Rates 2017-18 

Dwelling Type 
Detached 

House Apartment Townhouse Townhouse 

Bedrooms 3 2 2 2 

Suburb Charnwood Braddon Crace Holt 

Title Type Block Unit Block Unit 

Average Unimproved Value (AUV): Property $270,000 $90,700 $123,000 $104,576 

Average Unimproved Value (AUV): Block $270,000 $2,000,000 $123,000 $6,536,000 

Market Value $460,000 $460,000 $460,000 $351,000 

Unit entitlement NA 4.53% NA 1.60% 

Unimproved Value to Market Value Ratio (UVR) 0.59 0.20 0.27 0.30 

UV Equivalent of Market Value (UVE) $270,000 $164,364 $123,000 $191,528 

UVE to Market Value Ratio (UVER) 0.59 0.36 0.27 0.55 

Valuation Based Charge (VBC) without surcharge $935 $268 $364 $310 

Valuation Based Charge (VBC) with surcharge $935 $503 $364 $614 

Fixed Charge $765 $765 $765 $765 

General Rates without surcharge $1,700 $1,033 $1,129 $1,075 

General Rates with surcharge $1,700 $1,268 $1,129 $1,379 

2019-20 UVE $270,000 $155,662 $123,000 $206,216 

2019-20 UVER 0.59 0.34 0.27 0.59 

2011-12 General Rates $1,246 $757 $845 $795 

Notes and comments: 

a) These examples use General Rates for 2017-18 as the full effect of the surcharge can be 
demonstrated. 

b) The first two properties in this example are the same as used by the Government in its case, 
however a more complete range of statistics is presented. 

c) While the central aspect of the Government’s case is that general rates for unit-titled 
properties have declined as proportion of general rates for block-titled properties, their 
chosen example doesn’t demonstrate this. For the Government’s example the proportion 
increased from 60.75% in 2011-12 to 60.76% in 2017-18, and 61.9% in 2018-19. The 
surcharge elevates this proportion to 74.6%. 

d) While the proportion of general rates drop for both townhouses compared to the detached 
house the block-titled one in Crace decreases by 1.4% while the unit-titled one in Holt 
decreases by only 0.6%. 

e) When further comparable properties are added, horizontal and vertical tax inequites 
become evident or are amplified. With the surcharge the Braddon apartment pays higher 
rates than the block-titled Crace townhouse despite having a lower AUV and the same 
market value. With the surcharge the Holt townhouse pays higher rates (by 22%) than the 
Crace townhouse despite having a market value that is 24% lower. 

f) Separate analysis of sales data for Holt between 2014 and 2018 shows that almost one-third 
of unit-titled properties in Holt fail this equity test against the Crace townhouse. Half of the 
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unit-titled properties in Holt have Rates with the surcharge, (including the one in this 
example) that places them above the market value equity horizon.. 

g) Note that the townhouses and apartment have lower UVRs than the detached house 
whether they are unit-titled or block-titled. 

 

Example 2 

Adjacent Properties 

General Rates 2017-18 

Dwelling Type Detached House Townhouse 

Bedrooms 3 1 

Suburb Charnwood Charnwood 

Title Type Block Unit 

Average Unimproved Value (AUV): Property $232,000 $165,571 

Average Unimproved Value (AUV): Block $232,000 $1,159,000 

Market Value (2013) $375,000 $310,000 

Unit entitlement NA 14.29% 

Unimproved Value to Market Value Ratio (UVR) 0.62 0.53 

UV Equivalent of Market Value (UVE) $232,000 $252,055 

UVE to Market Value Ratio (UVER) 0.62 0.81 

Valuation Based Charge (VBC) without surcharge $779 $508 

Valuation Based Charge (VBC) with surcharge $779 $861 

Fixed Charge $765 $765 

General Rates without surcharge $1,544 $1,273 

General Rates with surcharge $1,544 $1,626 

2019-20 UVE $232,000 $245,824 

2019-20 UVER 0.62 0.79 

2011-12 General Rates $1,143 $962 

Notes and comments: 

a) Another example of inequity generated by the surcharge, here between properties in the 
same street. 

b) The unit-titled property, despite having both a lower AUV and market value, pays higher 
general rates than the block-titled property with the surcharge. 

c) The proportion of general rates for the townhouse compared to the detached house 
decreases by 1.8%. As the main body of the report shows this has nothing to do with either 
title type or market value, but because of the relative AUVs both being over $150,000.  

d) In contrast to the previous example, the townhouse here has a UVR of 0.53, so a revenue-
neutral market value VBC would lead to lower, rather than higher, rates in a system with the 
same regressive fixed charges. In such a system most detached houses would also have a 
lower VBC. 
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Example 3 

Block-titled market-value inequity 

General Rates 2017-18 

Dwelling Type 
Detached 

House 
Detached 

House 
Detached 

House 

Bedrooms 5 3 4 

Suburb Holt Holt Holt 

Title Type Block Block Block 

Average Unimproved Value (AUV): Property $245,000 $245,000 $339,000 

Average Unimproved Value (AUV): Block $245,000 $245,000 $339,000 

Market Value (2016) $742,000 $336,000 $577,500 

Unit entitlement NA NA NA 

Unimproved Value to Market Value Ratio (UVR) 0.33 0.73 0.59 

Valuation Based Charge (VBC) without surcharge $832 $832 $1,257 

Valuation Based Charge (VBC) with surcharge $832 $832 $1,257 

Fixed Charge $765 $765 $765 

General Rates without surcharge $1,597 $1,597 $2,022 

General Rates with surcharge $1,597 $1,597 $2,022 

2011-12 General Rates $1,178 $1,178 $1,434 

Notes and comments: 

a) This example shows that all of the reasons that the Government uses for imposing a 
surcharge on unit-titled properties occur within and between block-titled properties. 

b) The first two houses have AUVs of $245,000, but market values that are significantly higher 
or significantly lower than a third house with an AUV of $339,000. The proportion of general 
rates for the two houses with lower AUVs decreases by 3% between 2011-12 and 2017-18. 

c) Note the UVR for the 5-bedroom house, at 0.33 is more comparable with the townhouses 
and apartment of Example 1. This is reasonably common for premium properties and 
premium locations across Canberra. 
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Appendix 2 

Rates Expressed as Marginal Scales Only 
Empty Threshold Method 
Residential general rates – Marginal rates – 2017-18 

AUV Threshold  Marginal Rates %  

0 to $10,000 7.9460 
$10,001 to $150,000  0.2960  
$150,001 to $300,000  0.4088  
$300,001 to $450,000  0.5130  
$450,001 to $600,000  0.5603  
$600,001 and above  0.6013  

 
 
 
Residential total rates – Marginal rates – 2017-18 

AUV Threshold  Marginal Rates %  

0 to $10,000 11.1860 
$10,001 to $150,000     0.2960  
$150,001 to $300,000     0.4088  
$300,001 to $450,000     0.5130  
$450,001 to $600,000     0.5603  
$600,001 and above     0.6013  

 
The marginal rate tables above replicate exactly the outcomes of the ACT Government’s fixed 
charge(s) plus VBC system for any property over $10,000 AUV. All ACT properties are expected to be 
above $10,000 AUV. 
 
Negative Threshold Method 
Residential general rates – Marginal rates – 2017-18 

AUV Threshold  Marginal Rates %  

-$258,446 to $150,000  0.2960  
$150,001 to $300,000  0.4088  
$300,001 to $450,000  0.5130  
$450,001 to $600,000  0.5603  
$600,001 and above  0.6013  

 
 
 
Residential total rates – Marginal rates – 2017-18 

AUV Threshold  Marginal Rates %  

-$367,905 to $150,000     0.2960  
$150,001 to $300,000     0.4088  
$300,001 to $450,000     0.5130  
$450,001 to $600,000     0.5603  
$600,001 and above     0.6013  
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Appendix 3 

Additional Charts 
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