Greater Wellington Regional Council

Understanding the proposed rates - Supporting information
Long Term Plan 2018-28
Proposed Revenue and Financing Policy 2018

The three major components of changes to rates
Most years there are two factors that affect how much rates each property is assessed for. This year,
proposed changes to Greater Wellington’s Revenue and Financing policy will also affect the rates for each
property. The major factors influencing changes in rates are therefore:
1. Property value, usually as capital value (CV). This affects how rates are shared among ratepayers,
and affects each ratepayer’s share of the pie.
2. Expenditure changes. When Greater Wellington needs more funding for its planned programme then
the total amount of rates needs to increase. This is about the size of the rates pie.
3. Revenue and Financing policy changes. This also affects how rates are shared among ratepayers –
and affects each ratepayer’s share of the pie.

1.

Property value changes

Property values within a district
When properties are revalued, the relativities among properties are likely to change. This means that the
amount of rates that each property is assessed for also changes.
This year, for example, properties in Kāpiti Coast, Masterton, Carterton and South Wairarapa districts have
been revalued. In all these districts, Residential properties have significantly increased in value, to a much
greater extent than Business/Commercial/Urban and Rural properties. This means that within each district,
if nothing else changes (no expenditure changes, no policy changes), then:
-

Residential properties will have to fund a larger share of any district rates based on CV.

-

Commercial/Urban properties will fund a smaller share of any district rates based on CV.

-

Rural properties will fund a smaller share than in the past, compared to Residential properties, but a
larger share than in the past, relative to Commercial/Urban properties.

Equalised capital value across the region
Greater Wellington uses equalised capital value (ECV) to adjust for differences in the timing of when
properties in different councils are revalued. The equalised figures, take account of market and other
movements in property values within the region over the previous year.
Every year, Quotable Value provides Greater Wellington with a figure that is the total equalised capital value
for all properties within that city or district. Each city and district council in the region advises Greater
Wellington of the proportion of property that is attributable to each rating category within its own area


Residential (includes Urban Residential)



Business (includes Urban Commercial)



Rural



Regional CBD, (Wellington City Downtown area).

Using these figures, Greater Wellington calculates the proportion of the ECV that is attributable to each
category, within each city and district. This means that there are changes in the relative size of each district
compared to the region as a whole
This chart shows the change in each city or district’s share of ECV from 2017/18 to 2018/19. You can see
the increased share of the Kāpiti, Masterton, Carterton and South Wairarapa districts.
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If there are no expenditure or policy changes then ratepayers from districts that have increased in relative
size will pay a larger share of the regional rates that are based on CV.

2.

Activity and Expenditure Changes

Greater Wellington’s proposed Long Term Plan shows that the Council will need an additional $7.9 million to
be funded from rates in 2018/19, which is an average rate increase of 6.7%. Over the next three years,
Council’s proposed plan will require an average 6.3% rate increase each year, and an average of 5% each
year over the next ten years.

3.

Proposed Revenue and Financing policy changes

Council proposes to change the way it allocates rates among ratepayers for two groups of activities: Public
Transport and Flood Protection. This change is proposed to take place with a 3 year transition.
The proposal changes the relative shares of rates among different groups of ratepayers. The rates
allocations under the new policy are also influenced by changes in the valuation data.

Public Transport
We are making structural changes to the way these rates are calculated. As a general rule, public transport
rates within each differential rating category will be aligned with the ECV:
Residential, (excl Wairarapa)
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In the past public transport rates they were allocated based on journey-to-work data from Census, and other
factors. This change also means that valuation changes will affect public transport rates to a greater extent in
future.

Flood Protection
The proposal is to have:


70% rate funding from catchment.



30% rate funding from region.

This will shift a portion of rates from the general rate to the catchments where the benefits are provided.
(The current river management rates for river management schemes will not change, and will continue to
provide 50% of the funding for each scheme. They will be re-named Flood protection – property.)

Components of rate changes tables
The following tables show our calculations of the impact of these three components on the rates for an
average value property in each city or district.
In 2018/19, the R&F policy changes are affected by the valuation changes in that year. However, we have
held the valuations and ECV constant in the modelling for the 2019/20 and 2020/21 years. This means that
the dollar impacts in 2018/19 are quite different from the impacts in the next two years.
The figures do NOT include GST.
The figures are not adjusted for the expected growth in the number of rateable properties each year.
Note that, for technical reasons, the figures are the district-wide rates only. They do not include:
-

Pest rate

-

River management scheme rates

-

Catchment scheme rates (which are being re-named Land Management rates)

-

Drainage schemes.

How to read these tables
The first table is in four main sections
1. The first section shows the property information – the city or district, the rating category, the average
CV for that category, and the rates paid in 2017/18.
2. The second section has the dark green headings. It shows the rates components and total for
2018/19, which is the first year of the proposed new policy.
3. The third section is the mid-green colour. It is for the second year of the proposed new policy,
2019/20.
4. The fourth section is light green, and is for the third year of the proposed new policy, 2020/21.
Each section shows how much of the total rate increase for the average property is due to the three main
factors affecting rate changes:


Actual and relative valuation changes



Increased expenditure



Revenue and Financing policy changes

At the bottom we have provided summary tables that show the regional rates components for all ratepayers
within each city or district.
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Table 1

Components of rates changes, 2018-2021

Three year transition
Council proposes to use a three year transition to move to the new policy,
to balance the impacts on those who must pay more with the impact on
those who will pay less. While we would like to provide a completely
smooth transition, it is technically difficult to achieve for the following
reasons:

In 2018/19, the size of the Revenue and Financing policy changes are
affected by the valuation changes in that year. In the past public transport
rates they were allocated based on journey-to-work data from Census, and
other factors. This change also means that valuation changes will affect
public transport rates to a greater extent in future.
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We cannot foresee future changes to actual valuations and relative
valuations, so the figures for 2019/20 rates are expected to change once
that data becomes available in a year’s time. For now, we have held the
valuations and ECV constant in the modelling for the 2019/20 and 2020/21
years. This means that the dollar impacts in 2018/19 are quite different from
the impacts in the next two years.

