
Alexander Popov

To: Public Accounts Committee of Legislative Assembly 
RE: Submissions on the impact of the methodology used to determine rates and land tax for unit-
titled residences.

4 March 2018

Dear Committee Members,

Thank You for an opportunity to make a submission in relation to the methodology change used to 
determine rates and land tax for unit-titled residences in the ACT (the change – further in the text). 

I own several residential investment units in the ACT all of which are rented out. My tenants are 
young families, young and middle-aged individuals. I am also a member of Executive Committee 
for one of the residential unit complexes in the ACT.

Since July 2017 there has been a substantial raise in Land Tax (in excess of 50% in some cases) and
Rates (approx 16%) applied to my residential investment properties. The increase in these local 
taxes/costs were coincidental with credit tightening by APRA in 2017 (
http://www.apra.gov.au/MediaReleases/Pages/17_11.aspx ) which in its turn has resulted in an 
interest raise for investors. While both factors added significant pressure on rents in the ACT, it is 
the change which has been a major contributing factor. Over the past 18 months the rent increases 
in my properties were in the range of $40-$50 per week (p.w). This increase is in excess of 10% of 
rent and it is very consistent with the market trend in the ACT for similar properties. These 
increases are still insufficient to cover property ownerships costs. Accordingly more rent increases 
are likely in coming months.

1. The change has resulted in significant upward pressure to tenants.

The change adds ongoing financial pressure to my tenants by $40-$50 p.w. I saw more delays in 
rent payments in 2017-18FY comparing to 2016-17FY. A young family with children have delayed 
their rent on one occasion in 2016-17FY. In the first six months of 2017-18FY this family have 
delayed rent payments on 4 occasions. This family is considering moving out. Another tenant did 
not delay rent payments in 2016-17FY and there was a delay in the first half of 2017-18FY. In my 
view the change is a significant contributing factor in the financial stress tenants have been 
experiencing.

I shared my concerns about the change with the Office of the ACT Chief Minister in 2017 (see 
attached letters). The reply I received was: “These changes have now been in place for some time, 
and to date there has been little evidence of a significant increase in rents either across the market, 
or within specific segments.” (see attached letter 24 November 2017). I feel this official was simply
in denial.

I asked the Office of the ACT Chief Minister to consider urgent measures to reimburse increased 
rental costs to tenants. The reply was: “In terms of measures to mitigate the impact of rate 
increases, I would submit that the most effective approach would be for such increases not to be 
passed onto tenants.” (see attached letter 26 July 2017). It appeared the ACT Chief Minister office 
was unwilling to offer any assistance to this young family or any other tenants in the ACT. I was left
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with a dilemma to either start running a charity by providing residential accommodation below 
market value or pass on the costs of the change to the tenants.

The ACT taxation reform website (https://apps.treasury.act.gov.au/budget/budget-2016-2017/fact-
sheets/tax-reform-general-rates ) says  “This reform involves a change to the “tax mix” without an 
overall increase in the "tax take".” It may be true that this reform makes the tax system more 
efficient. However I see it increasingly unfair. It inflicts financial stress to those vulnerable with no 
overall financial benefit whosoever. 

2. The change is likely to adversely impact home ownership in the ACT.

Most people who buy their first home have to save a deposit of at least 5-10% of the house price to 
have a mortgage approved. The reality is that majority of people will rent for years while saving a 
home deposit. The change adversely impacts saving a home deposit in the ACT. 

In 2017-18FY a young family in one of my residential property have been paying $2,329.76 Land 
Tax applicable to their rental property via rent. I do not see the ACT Taxation reform helping them 
with saving a deposit to buy their own home by taking $2,329.76 off their budget this year. As the  
Land Tax keeps raising it will be even harder for them to save later.

The ACT Taxation reform reduces the stamp duty in the ACT. However such reduction is likely to 
be consumed by the rapidly increasing residential property prices in the ACT. 

In my submission the Land Tax in the ACT in its current form of applying to residential rental 
properties is a most unfair form of discriminating those who cannot afford their home ownership. 
The sharp increase of the Land Tax on residential units in one year I see as a miscarriage of 
governance.

3. The change is likely to adversely impact a more compact, efficient city in the 
ACT.

Older people often own their house (or a significant equity in it) and are no longer working full 
time. One of the major reason for their downsising is reducing ongoing costs in line with the limited
cash flow. Pushing up the unit rates to the top of the scale impacts the cash flow and will act as a 
clear disincentive for retires to downsise.

The change pushes the value of land of almost all residential units in the top tax bracket. A unit 
owner with a portion of land entitlement pays more in Rates and Land Tax comparing to those who 
own a similar land block in their own right. This disproportion acts as a clear disincentive for 
investors when choosing a unit over a house. Given that investors own a large portion of residential 
units in the ACT, the demand and the construction activity of units in the ACT is likely to decrease.

The change impacts the investor’s cash flow making it harder for them to renovate units in the ACT.
Non-essential repair and renovation work is likely to be delayed. The trade jobs associated with 
renovation are likely to suffer.

4. The change does not recognise the savings in garbage collection, maintaining 
roads and footpath.
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As a member of Executive Committee in one of residential unit complexes I have seen no additional
value added by the ACT Government since the change has been introduced to maintain internal or 
adjoining footpaths or roads in exchange for increased Rates and Land Tax or other services.

5. The change does not have a mandate.

The ACT taxation reform website (https://apps.treasury.act.gov.au/budget/budget-2016-2017/fact-
sheets/tax-reform-general-rates ) has nothing to say about ACT taxation reform impact to tenants 
and rents. I suggest public was not properly informed and the mandate to the change could not be 
received.

I do not feel the letters I received in 2017 from the ACT Chief Minister office addressed my 
concerns in a constructive way. I am not a politician and I do not think the ACT Chief Minister 
office representative needed to argue with me a) whether or not the change causes the rent increase 
or b) giving a bad advice to run my business in loss by not increasing the rents in response to the 
change. (I hope somebody else can cross-examine this in details). As an ACT resident and a 
taxpayer I expected the ACT Chief Minister office to listen to my concerns and discuss the issue in 
a productive way.

Regards,
Alexander Popov
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Subject: RE: Rates and Land tax increase for units

From:

To:

Date: Wednesday, 26 July 2017, 16:09

Dear Mr Popov,

Thank you for your email to Deputy Chief Minister Yvette Berry. As the Chief
Minister and Treasurer has responsibility for rates and land tax, our office has been
asked to respond on Minister Berry’s behalf.

The ACT Government is increasing general rates and lax tax because of the 20-year
tax reform program we embarked on in 2011. As you may know, this is seeing
inefficient taxes such as stamp duty replaced by revenue from general rates over
time.

As part of this transition we have already abolished insurance duty, resulting in
savings of about $300 a year for households with $3,000 worth of insurance. Stamp
duty rates have also been cut significantly – the purchaser of a $500,000 property is
paying $7,700 less in stamp duty today than when tax reform commenced in 2012.

Analysis conducted by the ACT Treasury indicated the average Canberran moves
once every seven years. If stamp duty were to remain in place, this would mean they
face very high upfront costs every time they do so. This is a particular problem for
younger people seeking to enter the property market and older people on fixed
incomes who may be looking to downsize. Abolishing stamp duty will make it easier
for first home buyers to own their own homes, and ensure that older people do not
stay in housing that is inappropriate to their needs simply because of cost.

Regarding your suggestion of freezing further increases, the Government has
already indicated that rates will increase by 7 per cent a year for the next four years
as part of the ongoing tax reform initiative. There are a range of concession and
deferral programs in place for live-in property owners on low or fixed incomes to
help assist them during this transition.

In terms of measures to mitigate the impact of rate increases, I would submit that
the most effective approach would be for such increases not to be passed onto
tenants – who you rightly identify as more financially vulnerable than landlords – in
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the first place.

I trust this information is of assistance, and thank you again for your queries.

Regards,

 Director of Budget and Economic Policy

Office of the ACT Chief Minister

From: Alex Popov 
Sent: Monday, 24 July 2017 7:27 PM
To: BERRY <BERRY@act.gov.au>
Subject: Rates and Land tax increase for units

Dear Yvette,

I write you in regards to the sharp Land Rates and Land tax increase for
residential units. Land tax for residential units has increased by over 50% in
one hit. The total annual tax increase this FY is between $800 - $1100 p.a. for
my units.

The timing of this change and its sharp amount is particularly poor given
recent investor's banking interest rates and electricity price increases.

As a landlord I can tell that most of those who rent are not the wealthiest.
However unless landlords start running charities in masses this tax increase
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will be quickly passed on to tenants.

I read about the tax reform on ACT Government website saying it re-balances
the "tax mix" without increasing the "tax take" abolishing ineffective taxes. If
this is a revenue neutral exercise, it will not be revenue neutral to tenants.
No matter what the long term intent is the immediate impact to tenants will
be a shock.

I suggest

1. consider urgent measures to mitigate the imminent financial rent increase
impact in the ACT

2. freezing the land tax and rates in this stage of your tax reforms

sincerely,

Alex Popov

-----------------------------------------------------------------------
This email, and any attachments, may be confidential and also privileged. If
you are not the intended recipient, please notify the sender and delete all
copies of this transmission along with any attachments immediately. You
should not copy or use it for any purpose, nor disclose its contents to any
other person.
-----------------------------------------------------------------------

Attachments
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Subject: RE: Land Tax

From:

To:

Date: Friday, 24 November 2017, 16:28

Dear Mr Popov,

Thank you for your email to Chief Minister Andrew Barr regarding land tax.

As was explained in our previous correspondence with you in July, the government is
increasing the costs associated with holding property as part of our tax reform
process away from stamp duty and insurance duty. We have also made changes to
the unit calculation methodology for rates and land tax on units in order to bring
about greater equity in how these charges are distributed across ACT homeowners.

These changes have now been in place for some time, and to date there has been
little evidence of a significant increase in rents either across the market, or within
specific segments. However, we are continuing to monitor the market closely
because we share your concern about the financial wellbeing of Canberrans who do
not own their own homes and rely on the private rental market for housing.

Thank you for taking the time to again contact the ACT Government with your
concerns.

Best regards,

 Director of Budget and Economic Policy

Office of the ACT Chief Minister
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From: Alex Popov 
Sent: Thursday, 23 November 2017 8:21 PM
To: BARR <BARR@act.gov.au>
Subject: Land Tax

Dear Andrew,

I refer to the Taxation reform and dramatic increase of the Land Tax in the ACT to unit
owners this FY.

Land Tax does not apply to those who already own their houses or units. Therefore a smaller
population of renters are hit hard by the raising Land Tax.

While the Land Tax applies to landlords it is naive to think that extra costs will never be
passed on to tenants unless of course the landlord runs a charity.

A large increase of Land Tax to unit owners is unfair because it hits harder those who is in
need. The lowest cost segment is unit owners. It is this very segment which is hit hardest.

I acknowledge that those who can afford $500,000 property will save over $7,000 less in
stamp duty. However you may agree with me that those who struggle to pay $400 weekly
rent will end up paying $40-$50 more every week. I accept that those who pay $3,000 on
insurance will save $300. But I wander how much millions in assets should this individual
have to pay $3,000 insurance?

I do accept that the tax reform in the ACT makes the tax system more efficient. I am however
concerned that under this more efficient tax regime the rich will get richer and the poor will
get poorer.

best regards,

Alex Popov
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-----------------------------------------------------------------------
This email, and any attachments, may be confidential and also privileged. If
you are not the intended recipient, please notify the sender and delete all
copies of this transmission along with any attachments immediately. You
should not copy or use it for any purpose, nor disclose its contents to any
other person.
-----------------------------------------------------------------------
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