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The Real Estate Institute of Northern Territory (REINT) is the peak association for 

the real estate profession in the Northern Territory.  

The REINT’s members are the real estate firms, brokers and employees across the 

Northern Territory, through which around 99 per cent of real estate agencies are 

collectively represented. Since its foundation in 1974, REINT has been the authority 

in the property industry in the Northern Territory. 

The REINT, and its partner organisations in other States and Territories, represent 

an integral element of the broader property and construction sector which together 

makes a significant contribution to Australia’s social climate and economic 

development. Property contributes $300 billion annually in economic activity. 

Importantly, REINT is part of a sector that represents the third largest industry 

category in the small business sector. Some 99 per cent of real estate agencies are 

small businesses and 11 per cent of all small businesses in Australia are involved in 

real estate. Only 0.6 per cent of businesses employ 50 or more persons. 

The REINT is committed to providing and assisting research and well-informed 

advice to governments, oppositions, professional members of the real estate sector, 

media and the public on a range of issues affecting the property market. 

REINT welcomes the opportunity to provide a response to the Northern Territory 

Revenue Discussion Paper. 

 

INTRODUCTION  

The Discussion Paper provides a summary of the Territory’s current tax system and 

presents some ideas for reform with the aim of facilitating a debate on tax reform. 

Importantly the Federal Government has also released a Discussion Paper on 

taxation reform, Re:think, which should be considered alongside the Northern 

Territory Discussion Paper as it includes an examination of one of the larger revenue 

components, GST (about 23 per cent of revenues for all states comes from the GST, 

by comparison state-levied taxes generate about 31 per cent of total state revenue). 

To not take into consideration the Federal process in the context of Territory reform 

at best constrains the debate and at worst could leave the Northern Territory taking 

unilateral action which could lead to a sub-optimal outcome and thus constrain 

economic growth and living standards for Territorians. 

This submission focusses on the area of property taxes canvassed in Chapter 7 of 

the Paper. 

Whilst the REINT fully support the need to abolish stamp duties it advocates against 

replacing the revenue forgone with land tax because in shifting the burden of tax 
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from purchasers to all owners a number of consequences arise which have a 

deleterious impact on sections of the community. 

The REINT feels that a discussion on the imposition of a new tax regime or 

increased taxation affecting the property market, whilst unwelcome at most times, is 

particularly ill-timed at present given the current state of the property market across 

the Northern Territory, especially in Greater Darwin. 

The latter part of 2016 and the entirety of 2017 saw sales volumes reduced to lower 

than 1999 levels.  This was a result of increased supply on the back of expectations 

from the INPEX project, much of which did not materialise, and rapidly declining 

population numbers. 

Values have fallen by in excess of 10 percent in the housing market an over 17 

percent in the unit market in the past 12 months, while rents in some areas have 

decreased by as much as 48 percent putting additional pressure on landlords. 

We have seen almost a complete exodus of investors from the Darwin market over 

the past year and are only now starting to see some renewed interest from the 

investor market.  However the mere hint of a possible land tax has already seen one 

investment deal fall over and the REINT suspects that many investors who may be 

keen to come back to the Northern Territory market will hold off awaiting any 

decision on the imposition of such a tax. 

The REINT feels that any additional tax measures applied to this fragile property 

market will have highly detrimental and long term impacts, even to the point that they 

could increase the population decline. 
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STAMP DUTY 

The Northern Territory Discussion Paper notes that Conveyance Tax, or Stamp 

Duty, as a transaction-based tax has been criticised because it adds to the cost of 

the transfers and can potentially delay or prevent transactions occurring.  It also has 

an additional impact on those in the investor community who transfer property more 

regularly, by adding additional costs to these transactions.   

Both the Northern Territory Discussion Paper and Re-think, as did the Henry Review, 

note that stamp duties are some of the most inefficient taxes levied in Australia. 

Whilst stamp duties on the transfer of property account for around 14 percent of the 

Northern Territory’s ‘own-source revenue’ they are a highly volatile tax, with revenue 

fluctuating greatly in previous years. Stamp duties also impact on consumers by 

increasing the cost of buying and selling houses. As house prices increase over 

time, unadjusted progressive tax rates also increase the tax burden associated with 

stamp duty. This adds to transaction costs and contributes to the high costs of 

moving which discourage mobility, impedes economic growth and leads to an 

underutilisation of the housing stock as older residents are reluctant to downsize. 

The Northern Territory Discussion Paper notes that the Northern Territory has 

relatively high stamp duty rates when compared to other States and Territories, with 

the exception of Victoria.   It also notes that this is partially offset by a number of 

‘buyer incentive schemes’, most of which either dilute of remove part of the stamp 

duty impost.   These schemes, however, are targeted only at a small portion of the 

overall purchasers, when looking at the market as a whole, and do not give much 

relief, if any, to buyers other than those purchasing their first homes.   

Stamp duty is also inequitable for those who move more frequently, for work related 

reasons for example, than those that do not as they face higher costs even if their 

circumstances are otherwise similar. Choices between renting and buying, and 

between moving house and renovating are also distorted by stamp duties. 

According to the Henry Review “stamp duties on conveyances are inconsistent with 

the needs of a modern tax system …..and should be replaced with a more efficient 

means of raising revenue”. 

Whilst stamp duties are a ‘state tax’ and are thus determined by state and Territory 

governments their removal unilaterally, as has occurred in the ACT, can lead to even 

greater distortions across the nation. The Federal Government needs to show 

leadership on the matter and seek the states and territories agreement to do this in a 

co-ordinated way.  

The current Federal Review of tax is the appropriate vehicle for achieving this. It 

would be imprudent of the NT Government to not await the outcomes of the broader 

reform process. To act unilaterally would create unnecessary disruption. 

  



 

5 | P a g e  
REINT RESPONSE TO THE NORTHERN TERRITORY REVENUE DISCUSSION PAPER - JANUARY 2018 

 

REPLACEMENT REVENUE SOURCE 

Both an adjusted (level and/or rate) GST and a land tax have been suggested as 

possible replacement sources for the revenue forgone by states and territories if 

stamp duty was abolished. Both are efficient taxes, unlike stamp duty, and overcome 

the volatility of stamp duty revenues which add a complexity to the planning and 

budgetary processes of state governments. 

Re-think indicates that Australia’s GST rate is one of the lowest among developed 

countries and is roughly half of the average rate among OECD countries. Of the 33 

countries in the OECD that operate taxes like the GST only Canada, Japan and 

Switzerland have lower rates. However, some Canadian provinces have higher tax 

rates than Australia when sub-central government VATs and sales taxes are taken 

into account. 

One such country is New Zealand where GST was introduced in 1986 at 10% and 

increased for the first time in 1989 to 12.5% and again in 2010 to 15% in October, 

2010. The increase in GST enabled New Zealand to abolish stamp duty in 1999.  

Another approach to replacing the forgone revenue and one that is put forward in the 

Northern Territory Discussion Paper is that a land or property tax is implemented.  

While in item 7.7 of the Northern Territory Discussion Paper it references ‘property 

tax’ and ‘land tax’, these are two distinctly different taxation regimes.   

Land Tax is a tax on the value of the land, not the land itself.  Property (real estate) 

Tax is charged on immovable property—land and structures that are permanently 

attached to the ground such as a house, building, or land. 

The Discussion Paper states that taxes on unimproved land values are more 

desirable from a revenue stability perspective, thus we might infer that the proposed 

tax would be a ‘land tax’ and not a ‘property tax’.  However, the Paper does not 

indicate whether such a tax would be levied on all property or might preclude a 

principal place of residence, or any other exemptions.  

Re think indicates that Australia’s reliance on taxes on land, as a percentage of total 

taxation is higher than the OECD average, but around half the proportion raised in 

the US, UK and Canada. 

The proponents of land tax seem to assume that one is starting with a blank canvas 

for the tax landscape. If this was the case then land taxes could be considered as an 

alternative to adjusting GST. But the reality is that this is not the case and one 

cannot assume a smooth replacement of one approach with another as if there is no 

history of home owners having paid stamp duty. The reality is that all existing home 

owners have already paid stamp duty - some recently, others longer ago.  
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CASE AGAINST A LAND TAX IN THE NORTHERN TERRITORY 

Drop in Property Prices 

One of the consequences of introducing a land tax after a history of stamp duty is 

that property values fall as the value of future taxes are factored into home prices. 

The Henry Review amongst others have identified that all current home owners are 

‘losers’ from a move to land tax. 

More recently Re-think points out that “an ideally designed land tax would result in a 

once-off reduction in the value of the land”….” in an ideal land tax, land owners 

would bear the full cost of the tax.” 

Modelling by the Australian Housing and Urban Research Institute (AHURI) on a 

progressive rate of land tax in Melbourne shows that home owners would see a drop 

in land values on average of 5% and up to 12%. AHURI found that the average plot 

with a land value of $335,000 (at 2006 prices) would decline by $24,000, or 

approximately 5%. However, the expected decline in land value will be greatest in 

those suburbs in and around the CBD (at around 12%). In suburbs further away from 

the CBD, the percentage decline in mean land value would be lower - within the 60-

70km ring, the percentage decline in mean land value is 3%. AHURI points out that 

these estimates are conservative. 

Elderly and Low Income Earners  

The AHURI study estimated that existing home owners would have the impost of an 

annual land tax on their property.  Based on a report, Economic Impact Analysis : 

Rate Variation, prepared by .id for the Darwin City Council in May 2017, the average 

Unimproved Capital Value across the City of Darwin was $365,000.  Assuming, as 

the Northern Territory Discussion Paper does, a 0.5 percent tax rate for a land tax, 

this would equate to an average land tax of $1,825 per annum.  This is in addition to 

ever increasing Council rates.  

This amount will be a major burden for low income earners particularly elderly home 

owners whose retirement incomes would be insufficient to meet land tax payments. 

This would be particularly so for those that have not moved for a long period of time 

and have relatively high land values but modest incomes. They may be forced to 

release housing equity, through reverse mortgages for example, to fund land tax 

payments. 

Rents in Affordable Market Segments 

Due to the relatively small size of the rental market, when compared to larger capital 

cities, rental properties across the Northern Territory are subject to sizeable 

fluctuations as demand increases or diminishes.  This has led to calls in the past to 
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create an affordable rental market, which has partially been done through NT and 

Federal subsidy and Head Lease schemes.   

However, if a land tax was introduced for these properties, rents would invariably rise 

as a result.  Equally investors would be less inclined to participate in NT markets and 

this would diminish supply, thereby putting more upward pressure on pricing for 

existing stock. 

Reduced Profitability for Agriculture 

Agricultural land in the NT is not covered by a land tax but in all likelihood would be 

with the introduction of a broad-based land tax in the Northern Territory. If a land tax 

was introduced for these properties margins for agricultural producers will be 

squeezed and this would have a major impact on some of the largest revenue 

generating sources for the NT Government and certainly would put at risk export 

markets to Asia. 

Equity Considerations 

Advocates of a land value tax emphasize its efficiency, but efficiency should not be 

the only consideration. Equity considerations are also important. A tenet of tax policy 

is that similarly positioned individuals should pay similar taxes. A land tax fails this 

test. 

Land tax discriminates against those that have chosen to invest in real estate rather 

than other asset classes such as shares or bonds. Land tax amounts to a surcharge 

for holding one’s savings in real estate whereas other asset classes have no such 

charges for merely holding onto them.  

Any exemptions if allowed, such as lower valued properties or agricultural land, 

would be inequitable to other property owners. 

Equity comprises both horizontal equity (equal treatment of taxpayers with the same 

level of wealth or income) and vertical equity (appropriate treatment of taxpayers 

with greater or lesser levels of wealth or income). Most economists consider that 

vertical equity is measured by the extent to which average tax rates increase as 

wealth or income increases.  

Land tax can be seen as a tax for past capital appreciation of one’s home. This is, by 

stealth, the introduction of a CGT on a principal place of residence. RE-think states 

that it is not appropriate to have a CGT, nor a tax on imputed rent, for owner 

occupied housing. 

Another important point, while the land value tax is paid over time, the burden of the 

tax (its incidence, in economics jargon) falls entirely on the person who owned 

property at the time the tax was instituted. The value of future taxes gets immediately 
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priced into the value of real estate. For those who buy property after the tax is 

instituted, the higher property taxes are offset by lower mortgage payments.   

In other words, the economic efficiency of the land value tax comes from the fact that 

it operates by confiscating wealth accumulated in the past rather than taxing the 

accumulation of new wealth.  

Discourages Supply of Housing 

Re- think suggests that levying land tax at progressive rates on total landholdings 

leads to higher taxes on large landholdings, compared to smaller landholdings. The 

OECD argues that this introduces a bias against large investments in residential 

property and discourages institutional investors from investing in private rental 

housing. Other analysts of land tax have come to similar conclusions. 

Any further constraints on supply should be avoided when it is universally 

acknowledged that supply is the major factor affecting affordability. 

Transitional Arrangements are Problematic for the Territory Government 

To try to minimise the impact of double taxing existing home buyers –stamp duty for 

the purchase and land tax – transitional arrangements are considered to ease the 

impost on existing home owners. Ideally these arrangements would be such that no 

property owner must meet an additional tax. Unless this is the case there will be 

losers. 

The problem of the gradual transition arrangements for state or territory governments 

is the shortfall in their revenue stream through the transition period. The more 

gradual the transition to a broad based land tax, the greater the shortfall in tax 

revenue to a state/territory government in the interim. Given the importance of stamp 

duty as a source of revenue for state/territory governments, it would be unlikely to 

expect them to simply forego such revenue. Unless current owner occupiers are 

taxed twice then any state/territory government acting unilaterally would need to 

either increase land taxes on those that are currently paying land taxes until no 

exemptions exist and/or increase other charges. 

Further discussion on this matter are covered later in this response where we 

examine the ACT experience in a transitional move from stamp duty to land tax. 

Impact on Commercial and Retail Markets 

Almost all commercial and retail leases contain a clause for ‘outgoings’ wherein the 

tenant or lessee is required to cover all outgoings.  This, in most cases, includes any 

Government charges, such as relevant taxes, and would clearly indicate that should 

new charges be levied during the term of the lease they will be passed on to the 

lease holder to cover.   
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So in a market where we now have the somewhat dubious distinction of having the 

highest commercial vacancy rate in Australia, it would not be the land or building 

owners that would pay the tax but rather the tenants.  

This would only serve as a major disincentive to any new businesses considering 

Darwin as a base, and would place undue pressure on current commercial and retail 

operators who a struggling to make a living with a declining customer base. 

 

NEW ZEALAND REVIEW 

A review undertaken in New Zealand when it was considering a broad-based land 

tax to be imposed nationwide led to the following findings. 

 

The proposals for a general Land Tax will directly impact the same groups of 

people who have been concerned over rising council rates for years, including 

pensioners and fixed income households. 

 

Although it might be perceived by some that such a proposed tax could have 

positive effects in the short term, Land Taxes have a strong tendency to perform 

the opposite economic effect over the long term. 

 

It was found that in initiating a New Zealand wide Land Tax it would, in all 

likelihood, over the long term, punish home ownership for the general 

population, directly impact not just pensioners but all home owners on fixed 

incomes, and further exacerbate availability of affordable housing both for 

tenancies and for new home owners. 

 

This conclusion is based on the application of similar Land Taxes in a number of 

other OEDC nations. Such taxes are referred comparably as Property Taxes, 

and are applied by specific counties in nations such as the United States.  These 

Land Taxes, or Property Taxes, can have substantial detrimental long term 

impacts on the macroeconomic environment, often resulting in the opposite 

market effects to the original intention. 

 

Using the Southern California property market as an example, one can identify 

several major factors resulting from land taxation used among a number of 

Counties over the long term: 

 Land holders such as Farmers, Pensioners, and fixed income earners 

sold their property to avoid the increasing taxation. Land Taxes increase 

with the value of property and over the life of a mortgage can grow to 

substantial levels. Many small farms, vineyards, and ranches in California 

were sold off to developers as a result of the rising level of taxation. 
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 New home buyers had substantially reduced options as lower cost home 

surpluses continued to diminish. The tax did not effectively decrease 

housing demand, and instead intensified demand on lower cost houses. 

 Landlords chose to offset the increased taxes onto their tenancies, raising 

rents. 

 Instability increased for the operating budgets of many of the County 

governments, since their budgets were tightly coupled with the fluctuating 

property taxes. 

 

The study found that it was therefore conceivable that a general Land Tax in New 

Zealand would have comparable negative results in the long term.  It is therefore 

also conceivable that such problems would affect the Northern Territory through the 

introduction of a land tax. 

 

A further study from New Zealand, Land Tax Background Paper of the Victoria 

University of Wellington Tax Working Group, found the following: 

 

Impact on land values  

A land tax would be expected to cause an immediate fall in the value of land by 

the net present value of the future land tax liabilities (and so constitutes a lump-

sum tax on those who own land at the date of its introduction).  An example 

provided in Coleman and Grimes [Fiscal, Distributional and Efficiency Impacts of Land 

and Property Taxes, paper presented to Tax Session, New Zealand Association of Economists 

conference, July 2009 Andrew Coleman and Arthur Grimes.] suggests that the introduction 

of a 1% land tax should result in a 16.7% fall in land values. But greater falls are 

likely if there is some ongoing real increase in land rents.  

 

Such falls in land values would have significant effect on existing land owners 

and others, such as investors and lenders. It might mean that people who 

currently have heavily geared land end up with negative net equity. This could in 

turn impact on the balance sheets of mortgage lenders, particularly banks. 

 

Fairness  

A land tax could be criticised as being unfair. It taxes one component of wealth. 

The impact on land values would be borne only by those who are unfortunate 

enough to hold wealth in one particular form. Retirees, farmers and others on 

low or modest incomes would be particularly affected. Tax bases that use 

broader measures of wealth, income or consumption better meet social 

conceptions of horizontal equity.  

 

Cashflow issues  

In its simplest form, land tax would be payable on an annual basis. However, 

land tax does not relate to a flow of income (e.g. income tax) or a transaction 

(GST). Consequently, payment of land tax may give rise to cashflow issues for 
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some landowners, particularly those who have significant land holdings but 

lower income levels, such as retired people.  

 

Property Tax or Land Tax 

The key issues arising from a property tax are the same as those described 

above for land tax, subject to the following exceptions. A property tax is 

calculated by reference to the value of land and any buildings or other 

improvements on it. It may therefore disincentive landowners from investing in 

improvements on the land. A property tax may push up rental costs, and housing 

costs for owner-occupiers. 

 

There are major definitional issues around what constitutes property and what 

the tax base should be. For example, should commercial and industrial 

buildings, barns, airport infrastructure or dams be included?   

 

A land tax is a tax levied by reference to the value of land, without reference to 

the value of buildings or other structures built on the land. Land tax would be 

levied annually, and in ordinary circumstances be expected to be paid annually. 

A land tax would raise significant revenues using a tax rate of 1%. A critical 

issue, however, would be the likely fall in prices which might accompany the 

introduction of a land tax. This adversely impacts revenue raising, as well as 

giving rise to other significant issues. 

 

Impact on lending arrangements  

In both the business and residential property sectors, the fall in values may push 

some borrowers into negative equity. People affected in this way are unlikely to 

be able to make additional borrowings secured over their land for as long as 

they remain in negative equity.  

 

There may also be issues around the financial position of lenders. Lenders 

typically restrict their lending to a proportion of the property value, so that if the 

borrower defaults then the lender can sell the property and be reasonably 

confident of recovering the debt, accrued interest and sale costs. A material 

reduction in property values would substantially erode the value of lenders’ 

security. This may have flow-on effects for lenders, such as reducing their ability 

to continue lending in the short to medium term (to reduce their level of 

exposure) and the requirement for them to seek new capital. 

 

Reduction in general levels of indebtedness  

Land owners often borrow some of the purchase price of land, but fund costs 

such as tax out of current income. Those who purchase land after the 

introduction of a land tax will benefit from a reduction in the up-front cost of land, 

but suffer from the imposition of the land tax in future years. This substitution of 

annual cost for up-front cost may reduce indebtedness levels across the 
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economy over a longer timeframe. This point ought not to be overstated, 

because the new annual tax liability may increase the time it takes borrowers to 

repay their loans, and lower land prices may encourage new borrowers to enter 

the market. 

 

 

 

THE ACT EXPERIENCE. 

The problems associated with land taxes and the experience in the ACT in 

implementing a land tax over a transitional period are discussed below. 

The ACT Government in 2012 announced that it would abolish conveyance duty 

over a 20 year period with an initial 5 Year Plan. The rates of stamp duty would fall 

progressively over the years with the first cut in stamp duty applying to properties up 

to $500k – homes of $300k had proportionally the largest savings of $950 and 

properties of $500k had a saving of $2,450. Under this plan all homebuyers would 

pay less conveyance duty on properties valued up to $1.2 million by 2016 and over 

20 years the Government would continue to reduce conveyance duty rates until they 

reached zero.  

At the same time general rates were increased for all property with a land value 

above $200,000, including by a greater proportion for higher valued properties and 

will progressively take this approach over 20 years. Not unexpectedly this has 

caused much consternation in the electorate. 

The reform involved significant transitional costs, including to governments (with 

short-term falls in revenue as stamp duties decline), and concerns to home buyers - 

in particular recent buyers - (with equity concerns about people who have recently 

purchased a house facing double taxation) and low-income home owners (who have 

financial difficulty making regular land tax payments under the guise of increased 

rates). 

In an examination of the ACT approach to land tax J. McLaren from the University of 

Wollongong concludes that “the ACT initiative to abolish stamp duty and replace it 

with a land tax in the form of an increase in the general rates may not achieve its 

objective within a twenty year period” and that “it is understandable if State 

governments are reluctant to adopt similar tax reforms to the ACT as the burden of 

tax is shifted from purchasers of real property to all owners of property in the ACT 

and an increased burden for the owner-occupier”. 
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THE NIMBY EFFECT 

Studies from the US have shown that property taxes promote NIMBY (Not In My 
Back Yard) resistance to new housing.  If a housing development is unusually 
affordable, the housing will produce less property tax revenue than the rest of the 
housing stock.  Thus, the housing will (compared to more expensive housing) reduce 
the municipal tax base, which means higher taxes or fewer services for existing 
taxpayers. In such a situation, the municipality's residents have an excellent reason 
to oppose the development.   

But if a proposed housing development is more expensive than nearby housing then 
the new development may make all of the city or neighbourhood’s housing more 
valuable, thus causing the municipality to force everyone to pay more taxes.   

Such a revaluation may be good news for neighbours who wish to sell out, but bad 
news for other neighbours who will have to pay higher taxes to stay in their homes. 
Thus, neighbours may rationally oppose the expensive housing as well, fearing that 
the new housing will cause them to be forced out of their homes by higher property 
taxes. 

It follows that reliance on property taxes leads to high levels of NIMBYism, which 
means less housing would get built than would otherwise be the case, which in turn 
leads to out-of-control housing prices. 

 

 

LAND TAX IN ADDITION TO STAMP DUTY 

The portion of the paper - 7.8 – Potential reform – introduce an annual property tax - 
puts forward a proposal that an annual broad-based property tax, similar in nature to 
the rates systems of local government, be introduced.   It is suggested it would be 
based on Unimproved Capital Value (UCV) of the land at a tax rate of 0.5 percent.  
The assumption, according to the Paper, is that this would raise approximately $105 
million in revenue. 

The same proposal goes on to say “this may provide an opportunity to reduce stamp 
duty.” 

The REINT is very concerned by this proposal.   Apart from the reasons, set forth in 
this response to the Paper, as to why a land or property tax should not be introduced 
– particularly at this point in the economic cycle – the clear inference from this 
proposal is that the NT Government would intend to keep stamp duty in place and 
add a further revenue measure, in the form of a land tax, thus increasing the tax 
burden on property owners.   

This is wholly unacceptable.  The imposition of a land tax, which the REINT remains 
staunchly opposed to, cannot be in addition to stamp duty.   
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RECOMMENDATIONS 

REINT makes the following recommendations: 

 That a broad-based Land Tax not be introduced in the Northern 

Territory. 

 That conveyance stamp duties be, over time, abolished and replaced by 

an efficient source of revenue for states and territories. 

 That the Northern Territory Government not act unilaterally in abolishing 

stamp duties but instead seek to have an agreed timing across all states 

and territories. 

 That the replacement revenues associated with the abolition of stamp 

duty come from an adjusted GST. 

 That, at no stage, should the Northern Territory Government impose a 

land tax on owner occupied or principal place of residence housing. 

 

 

CONTACT AT THE REINT 

For comment on this submission please contact: 

Quentin Kilian 

Chief Executive Officer 

Real Estate Institute of Northern Territory Inc. (REINT) 

ceo@reint.com.au | +618 8981 8905 


