NOVEMBER
1956

PRICE

1/-

Reduced rates given on
application from organisa-
tions for bulk distribution.

RATING STUDIES, PRIMARY PRODUCTION,
No. 3.

LAND VALUES RESEARCH
GROUP STUDY

“FARMRATES"
ON PRIMARY
PRODUCING
PROPERTIES

A Study of the Incidence of Municipal Rating on
Primary Producing Properties showing the differences
when the Basis of Rating is the Unimproved Capital
Value of Land or Nett Annual Rental Value.

Prepared for the information of Municipal Councillors,
Primary Producers’ Organisations and Progress Associo-
tions.



LAND VALUES RESEARCH GROUP

For the collection, analysis and distribution of information upon the
incidence and effects of public charges imposed upon land tenures.
RESEARCH PANEL:
G. A. BAKER A. R. HUTCHINSON
B.C.E., AM.ILE. Aust. B.Sc.,, A.M.LLE. Aust.
F. OSWALD BARNETT D. W. JOHNS
M.Com. F.C.A. Aust. A.RE.IL
D. L. BARTHOLOMEW, C. G. MACKAY
B.A., Dip.Ed. B.M.E.
H. E. BARTLETT E. K. MACKAY
AR.IB.A. A.RIB.A.
L. M. DONNELLY S. MERRIFIELD
AFIA. L.S., M.V.LS.
F. DOOLAN B. B. MORRISS
M.V.I.S.,, M.C.IL.V. M.A.
G. A. FORSTER L. M. PERROTT
B.Sc. F.RIB.A.
S. S. GILCHRIST E. R. PITT
B.Se. B.A.,, F.L.A.
R. H. GLADMAN C. H. RICHARDSON
ACIV, B.E.E.,, AM.LLE. Aust.
W. E. GOWER A. G. SANDOW
F.RV.IA., ARAIA, B.E., AMILE. Aust.
K. N. GRIGG L. E. STEVENS
M.B., B.S. B.Met.E.,, B.Ed.
E. F. HALKYARD ) W. H. TAYLOR
B.Se., Dip. Ed. M.CE, AMICE., AMIE. Aust.
A. N. HAMBLY ' N. A. WIGMORE
M.Se.,, F.A.C.L L.S, A.CILYV.
Hon. Research Director
A. R. HUTCHINSON, B.Sc., A.M.LE. Aust.
32 Allison Avenue, Glen Iris, S.E.6, Victoria
BL 1372.
Hon. Secretary:
L. F. BAWDEN
52 Guildford Road, Surrey Hills, E.10, Victoria
WE 2973, .
Hon. Treasurer:
G. A. FORSTER, Dip. Com.: A.LC.A.
8 Leura Street, Surrey Hills, E.10, Viectoria.




“FARMRATES” ON PRIMARY PRODUCING
PROPERTIES

INTRODUCTORY

Councils which have changed to the unimproved capital value (i.e. site-value) basis of rating have
an option for properties over 5 acres in area used for primary production to charge o 'farmrote”
lower than the rate payable on other types of property.

The decision whether to give such o “farmrate” and its amount should be based upon a factual
analysis of the farms rather than arbitrary according to pressure of individuals.

This present survey has been made to provide councils with information to enable an informed
decision to be made whether such a “farmrate” is warranied ond if so how much less -thon the
normal that rate should be.

BASIS FOR A “FARMRATE”

When o municipality containing both urban and primory producing properties adopts the site-
value rating basis the council could apply the following principle to decide whether a “farmrate”
be adopted and if so its amount.

If the majority of farms with dwellings on them resided in by the owner do not carry lower rates
under the site-value basis without it a “farmrate” could be struck. The amount of that “farmrate”
would be whatever lower rate is needed to bring a majority of such farms whose owners reside on
the property into the group carrying lower rates under site-value rating.

The need for o "farmrate” would not exist if the majority of such farms already carry lower
rates under the site-value basis without it. Rosedale, Dandenong, Eltham oand Frankston ond Hast-
ings Shires are examples where surveys showed "farmrates” to be unwarranted.

Resident-owner farms are not the only ones eligible to claim benefit of the "farmrate.”” There
are other farms whose owners live elsewhere in the municipality or outside it. Such farms are
generally less efficient and poorer-developed than when the owner lives on the spot and is able to
give closer attention. Such farms would also benefit by whatever "farmrate” is decided upon by the
council. But in deciding the need for and amount of the “farmrate” only resident-owner farms should
be used.

HOW TO MAKE THE CHECK

Above provides o simple basis capable of being applied readily and quickly by municipal
staff. Analysis is confined to farms over 5 acres in area whose owners dwell on them. It is not
necessary that municipal officers actually work out the rates payable on each holding for decision
(although these comparisons are shown for Mulgrave properties in the Appendix).

All that is necessary is to first list the assessment numbers for the {arms studied and against
each show the ratio obtained by dividing its nett annual value into the unimproved capital value.
These pairs of figures are then re-arronged in their order from the lowest ratio down to the highest.
Mere inspection of the list will show how many properties ccrry lower rates under the U.C.V.
basis without a "farmrate,” and the amount of the lower rate needed (if any) to bring the majority
into that group can be simply calculated. (The computation sheet for Mulgrave Shire is shown
with full working in Table A of the appendix.)

RESULTS APPLIED TO MULGRAVE SHIRE

The East Riding is mainly devoted to primary production and is in the “green belt.” The North
West Riding was once primary producing but has now been subdivided for residential or factory
purposes so that there are only 13 farms over five acres with dwellings on them and o further 10
without dwellings. There are a few additional in the North-Fast Riding but analysis of those in the
East and North-West Ridings was considered adequate for the survey.

The properties listed in the appendices cover more than would nermally need to be analyized
since they include all the primary-producing properties with houses on them and not only those
owner-occupled. Those where the farmhouses are occupied by tenants or employees are distinguished
by the sign *. The value of the improvements for such properties is seen to be generally less than
for owner-occupied forms.

For Mulgrave the total U.C.V. of the Shire is 7.4 times the N.A. Value. Hence properties whose
U.C.V. does not exceed 7.4 times their N.A.V. will carry lower rates under the zite-value basis, with-
ocut a lower "farmrate.” There are 15 such properties out of a total of 120 farms with houses on
them (107 in the East and 13 in the North West Ridings). Hence if the principle set out above is

accepted a lower "farmrate” would be needed to bring o majority into the lowerrate group under
U.C.V. than under N.AV,
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Of the properties listed on Table A there are seen to be 60 in the East Riding above the line
drawn where the U.C.V. is not more than 11.1 times the N.A.V. There are 47 properties below that
line in the East Riding and a further 13 in the North West, making a total of 60 with U.C.V. more than
I1.1 times the N.A.V.

The "farmrate” needed to ensure that the top 60 carry lower rates under the site-value basis is
given by dividing 42d. (which is the equivalent rate under N.A.V.) by 11.1, giving 3.756d. per £
of U.C.V. This works out for Mulgrave Shire almost exactly to a reduction by one-third of the rate
levied on other types of property.

Further examination restricted to those cases where the owner resides on the property shows 42
which would carry lower rates under the “farmrate” determined above compared with 32 which
would still carry increased rales over N.A.V. (including 8 in the North West Riding). Thus with a
“tarmrate” one-third less than the normal U.C.V. rate 66 per cent. of the ownerfarmers resident on
their holdings would carry lower rates than under nett annual value basis. (The following rate
comparisons have used a "farmrate’” at two-thirds of the rate payable on other types of property.)

AVERAGES FOR FARM PROPERTIES IN GROUPS

Number Average Average Average Average Average
Averaged Area Value Value of Impvmts. Annual
Group (U.C.V) Impvmts. per cent. Value
Holdings With Houses on whole (N.AV)
East Riding Acres £ £ ¥z £
A 15 19 2,230 4,420 66 335
15 26 2,650 3,700 59 315
18 46 4,210 4,250 50 420
12 343 3,335 2,818 45 308
21 28% 3,900 3,084 42 335
26 35 5,350 2,760 34 474
G 13 15 9,600 2,450 20 600
Holdings Without Houses
East Riding
H o 5 71 4,000 4,100 50 444
L 33 24 2,970 1,020 25 200
North West Riding
1 10 18 12,970 1,447 11 726

TOTAL  RATE PAYMENTS SUMMARIZED

Summarized totals for the properties with formhouses as detailed in the appendix are as follows:
East Riding

RATES Payable Under:

Number of Total Value of Total N.A.V. U.C.V, U.C.V.
Properties U.C.V. Impvmts. N.A.V, Farmrate Ordinary

£ £ £ £ £ £
15 33,928 66,682 5,083 881 530 797
45 156,602 170,300 16,182 2,832 2,452 3,679
Gp. E, F . .. ... . 47 251,910 131,229 19,159 3,353 3,943 5,915

North West Riding

Gp. G .. . o 13 125,704 32,026 7,888 1,380 1,968 2,951
120 568,144 400,237 48,262 8,446 8,893 13,342

Corresponding figures for properiies without houses on them are:
East Riding

Gp. H ... ... o 5 23,816 20,474 2,219 388 372 559
Gp. I .. . 33 95,000 32,826 6,448 1,128 1,487 2,230
North West Riding

Gp. J. o 10 129,704 14,476 7,261 1,270 2,042 3,063

48 248,520 67,776 15,928 2,786 3,901 5,852

The detailed list of individual properties attached as appendix are seen to follow the order of
the percentage of the value of the improvements to the total value of the property. Farms where
value of improvements is 44 per cent. or more of the whole property will coarry lower rates under
the U.C.V. “farmrate” than under N.A.V. Those which do not benefit in this way are poorly-develop-
ed with improvements ranging from 3 to 43 per cent. of the total value of the property.



WHAT THE “FARMRATE” WOULD COST

Without the "farmrate” the Fast and North West Riding primary producing rroperties detailed
in the survey would contribute under the U.C.V. basis o total of £19,194 out of the total revenue of
£107,813 from rates.

A “farmrate” struck at two-thirds of the normal rate would reduce the contribution of the farms
by £6,400 to o total of £12,794 (which is only £1,562 more than they would pay under N.A.V). This
extra amount would be contributed by the least improved farms only.

Rate payments of other types of property would be increased pro rata to make up the difference
of £6,400 between the normal and “farmrate.” Without the “farmrate'” these other properties would

contribute a total of £88,619 between them. This would be increased by approximately 74 per cent.
due to the adoption of the "farmraie.”

Allowing for a few additional primary producers eligible for the "farmrate’ in the North East
Riding the "farmrate” could increase the contribution otherwise necessary from persons subject to
the normal rate by up to 10 per cent. for Mulgrave Shire.

A. R. HUTCHINSON, B.Sc., A.M.ILE. Aust.,
Hon. Research Director.

TABLE A.

METHOD OF COMPUTING “FARMRATE” FOR MULGRAVE.
Farms with dwellings on them arranged in order of their U.C.V. divided by their N.A. Value.

For those marked (*) the owner does not live on the farm.

EAST RIDING.

Assessmt, Ratio Assessmt, Ratio Assessmt. Ratio Assessmt. Ratio
14587 5.8 *14694 8.9 14989 10.9 15023 12.1
14590 5.9 14943 9.0 *15011 10.9 14618 12.2
15005 6.1 14637 9.1 14855 11.0 *14903 12.3
14688 6.1 14878 9.3 14870 11.0 14942 124
14931 6.15 *15029 9.3 14876 11.0 14945 12.4
15027 6.2 14874 9.5 14868 111 14882 12.5
*14691 6.35 14693 9.6 14639 112 14715 12.5
15015 6.5 14741 9.6 14629 115 14576 12.6
*14728 6.6 14754 9.7 15020 112 *14716 12.6
14719 6.8 14780 9.7 F14766 11.3 14819 12.6
14960 7.25 14932 9.7 14995 113 14620 12.7
14684 7.3 15006 9.7 14577 114 14611 12.8
*14879 7.4 14869 9.8 14821 11.4 15021 13.0
14899 7.4 15022 9.8 14871 11.4 *14614 13.1
*14692 7.4 *14376 10.0 14888 11.4 *14578 133
14714 7.5 14961 10.0 14906 114 14895 141
14596 7.6 14962 10.0 14613 115 14992 14.0
14751 78 14997 10.0 14910 i 14898 145
*14717 7.8 14713 10.2 15004 11.5 14572 14.6
14861 8.0 14589 10.3 14625 116 14790 148
14944 8.1 15024 10.4 ¥14639 117 14773 15.0
*15031 8.6 14730 105 14825 17 #14612 15.7
15032 8.6 14588 10.6 14980 117 14788 162
14731 8.6 14733 10.6 14769 119 #14617 16.2
14996 8.6 14615 10.7 *14897 12.0 14905 16.8
14738 8.7 14734 10.7 14591 12.1 *14791 18.5
*14739 8.7 14880 10.9 %14816 121

NORTH WEST RIDING
5381 12.7 5383 15.3 3631 17.0
2998 13.8 4719 154 3657 17.0 *3030 184
5146 14.3 #3423 15.5 *2382 17.7
*5380 15.3 3452, 15.8 4718 17.7

COMPUT ATIONS.
(1) Formula
The formula to compute the rate per £ of unimproved capital value required to ensure that all pro-
perties tabulated with ratios less than any chosen one above carry lower rates under the U.C.V. than the
N.AV. basis is:
U.C.V. Farmrate in £ (pence) = N.A.V, rate in £ (pence) divided by ratio selected,
(2) Application
There are 60 properties listed ratio less than 11.1 and same number with ratios of more than that figure.
Hence U.C.V. Farmrate = N.A.V. Rate (42d.) <+ 11.1 = 3.756d. in £ of U.C.V.
(3) Properties with ratios 7.4 or less carry lower rates under U.C.V. general rate without need for a farmrate,
(4) The higher the ratio above the less improved is the property, Vacant lund without any improvements
will have a ratio of 20.0 and this is the highest possible.



Other studies conducted by the Land Values
Research Group are listed below:

Rural No. 1—Shire of Rosedale .
Urban No. 2—City of Odkleigh .

Rural No. 2—Town of Hamilton .

Urban No. 3—City of Launceston (1/-
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Municipal Rating (City of

Footscray) .. v v v e (2/6
Urban No. 5—Reclamation of an
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Rural No. 3—Morwell Shire ... ... (9d.
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Mr. L. F. Bawden, 52 Guildford Road,
Surrey Hills, E.10, Victoria.
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