
RevenuePaper.nt.gov.au

DEPARTMENT OF
TREASURY AND FINANCE

Northern Territory Revenue
Discussion Paper Overview

http://revenuepaper.nt.gov.au




Northern Territory Revenue Discussion Paper Overview 1

Why are we discussing Territory taxes 
and royalties?
The Northern Territory receives most of its revenue from the Commonwealth Government, more so 
than the other states and territories.

In 2017, the Territory’s share of GST fell by a total of over $2 billion over the forward estimates. This 
change is beyond the control of the Territory and substantially impacts our ability to plan and deliver 
essential services.

Source of revenue

While the Northern Territory Government 
will continue to lobby the Commonwealth 
Government to ensure the Territory receives its 
fair share of GST, we recognise the importance 
of a robust, efficient and stable revenue base of 
our own.

Territory taxes and royalties fund essential 
government services such as hospitals and health 
care, police and emergency services, education, 
family support and infrastructure. 

Variations to the GST since 2016 
Pre‑Election Fiscal Outlook

The need for this funding will continue to grow.

Territory taxes and royalties must provide 
funding for the quality government services that 
Territorians expect and deserve. 

We want to raise this revenue in a way that: 

• is fair
• involves less red tape
• supports local jobs

and investment

• provides stability and
certainty to plan for
the future.

Our current tax and royalty system 
In 2016‑17, we collected about $768 million in 
Territory taxes and royalties.

Northern Territory tax  
and royalty revenue (2016‑17)
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Objectives of the Discussion Paper
Our aim is to balance two priorities:

• maintain a competitive tax environment that encourages investment, creates jobs
and attracts business to the Territory

• raise sufficient revenue to contribute to funding the Territory’s service delivery and infrastructure
requirements.

When engaging with the community on Territory taxes and royalties, the Northern Territory 
Government sees the following principles as fundamental. 

Territory taxes and royalties need to:

Revenue • deliver sufficient ongoing revenue to allow Government to deliver necessary services
and infrastructure to Territorians.

Efficiency + Equity • be as efficient and as fair as possible, making sure that everyone contributes to the
development of the Territory in line with their capacity to do so.

Simplicity • be as simple as possible to minimise compliance and administration costs.

Stability • be as stable and predictable as possible so that Government can budget for the
future.

Investment • support job creation and not act as a barrier to investment in the Territory by
keeping us competitive with the other jurisdictions.

An examination of Territory taxes and royalties 
is not simply about lowering or raising taxes or 
royalties, or introducing new taxes or abolishing 
current taxes. 

It is about developing tax and royalty systems 
that are consistent with these principles and 
raise enough revenue to fund services and 
infrastructure while being fair and efficient. 

This paper details a number of reform options 
that could be considered. The options are not 
recommendations and do not reflect any policy 
proposal of Government.

Comparison of state and territory taxation

Balancing these objectives is important to assisting the Territory to grow and prosper.
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 Payroll tax 
In the Territory, employers pay payroll tax of 5.5 per cent on annual taxable wages of 
$1.5 million or more. 

Payroll tax is the largest, and therefore most important, contributor to Territory own‑source revenue. 
It provided $313 million in 2016‑17 to fund essential government services.

Payroll tax is an efficient and stable tax overall. Payroll tax rules, apart from rates and thresholds, have 
been harmonised across the states and territories. 

The Territory has a high tax-free threshold

Most Territory businesses don’t pay payroll tax 
because the Territory has a high tax-free threshold 
which means that few local businesses pay payroll tax.

Few local businesses pay payroll tax

The Territory’s payroll tax rate is the equal third 
highest in Australia, although it is about equal to 
the average rate. 

We want to ensure Territory payroll tax is effective and supportive of Territory businesses, balanced 
against it being a very important revenue source.

• Is the current policy of a high tax‑free threshold to reduce the impact of payroll tax on local 
businesses, balanced with a relatively higher payroll tax rate the best mix?

• Should the tax‑free threshold or tax rate be changed? Why?
• Does the current payroll tax system encourage businesses to employ local rather than FIFO workers?
• Are there any other changes or improvements we should consider?

Option Impacts

Alter payroll tax rate 
(currently 5.5%)

Each +/‑ 0.1% changes annual revenue by +/‑ $5M to $6M

Adjust tax‑free threshold 
(currently $1.5M)

$1M threshold: +$11M annual revenue, 150 more employers paying
$2M threshold: ‑$7M annual revenue, 100 employers no longer pay

New employee incentives Cost depends upon the class of employees targeted; note that this does not benefit 
employers who don’t pay payroll tax.
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Property taxes 
Anyone who buys a property or a business in the Territory must pay stamp duty. The 
rate is based on the value of the property purchased, with higher rates applying at 
higher values. 

Stamp duty raises significant revenue ($105 million in 2016‑17), but is difficult to forecast and may 
affect people’s investment and purchase decisions by adding to the costs of purchasing.

All other states and the Australian Capital Territory (ACT) have some form of annual property tax, 
generally called land taxes, which are charged on the unimproved value of the land.

The Northern Territory Government does not 
impose an annual tax on properties, but imposes 
higher than average stamp duty compared with 
other states.

As property prices increase, the stamp duty rate 
increases and the cost becomes higher. This is 
somewhat offset by concessions and grants for 
groups such as first home buyers and seniors. 

Annual taxes on land can raise significant 
revenue, and are stable and efficient. 

The ACT is currently altering its property tax mix 
by increasing annual property taxes and reducing 
stamp duty. 

Territory duty is higher than other states

We want to ensure our mix of taxes on property is the best for promoting investment, growth and 
jobs in the Territory and continues to fund essential government services.

• Should we raise more revenue from property taxes?
• If stamp duty were reduced, what other sources of revenue could replace it?

Option Impacts

Increase/decrease stamp duty rates Each +/‑ 1% change to existing rates changes annual revenue about 
$1M; and would change stamp duty on an average home by $260.
Reducing stamp duty to state average rates would reduce annual 
revenue by $14M; and would reduce stamp duty on an average 
home by $6000.

Abolish duty non-land business assets Reduces annual revenue by about $10M.

Introduce an annual property tax Each 0.1% rate of tax on unimproved land values would raise annual 
revenue of about $21M, costing about $300 each year for an 
average Darwin home.
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Gambling taxes 
The Northern Territory Government imposes several kinds of gambling taxes, 
mainly from lotteries and the use of electronic gaming machines (pokies). Corporate 
bookmakers and the Territory’s two licensed casinos also pay gambling taxes, as does UBET, the 
provider of totalisator betting in the Territory.

Gambling taxes raised $72 million in 2016‑17. Gambling taxes are the fourth largest contributor to 
the Territory’s own-source revenue. 

Many forms of gambling, such as lotteries, casino gambling and wagering tax, are linked to long‑term 
licence agreements. Because of existing contractual agreements with operators, there is limited scope 
to reform some gambling taxes in the short to medium term.

Gambling taxes, $78 million in 2017‑18

Community gaming machine tax is a monthly tax 
based on the gross profits, that is, player losses, 
from pokies in hotels and clubs.

In Budget 2017, taxes on pokies were increased 
to bring them closer into line with pre‑2009 levels.

Community gaming machine tax is imposed 
at marginal rates from 12.91 per cent to 
42.91 per cent. From 1 July 2018, hotels will 
be subject to further changes to rates and 
thresholds.

In addition to taxes, a 10 per cent Community 
Benefit Levy is imposed on pokies in hotels and 
the Territory’s two casinos, but not clubs.

The Territory’s two casinos pay casino taxes on 
pokies, table games and NT Keno. Tax rates are 
reviewable every 10 years with the next review 
in 2022.

Tatts Group pays lottery tax for retail sales in the 
Territory and for national internet sales through 
its Northern Territory licence.

UBET pays wagering tax on wagering on 
totalisator though Territory outlets, clubs and 
pubs and at racecourses. Under its 20 year 
licence, UBET also pays significant funding to the 
racing industry, based on set payments plus a 
proportion of fixed price betting revenue.

Bookmaker and betting exchange tax is paid by 
online bookmakers and betting exchanges at a 
rate of 10 per cent of gross profits up to a cap of 
$575 000.

• Are the current features of gambling taxes appropriate and giving an appropriate return to 
Territorians?

• What other improvements to the gambling tax system could be considered? 

Wagering tax
Casino taxes
Bookmaker and betting 
exchange tax
Community gaming 
machine tax
Lottery tax
Community Benefit 
Levy

What do we want to know?
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Motor vehicle taxes 
Motor vehicle stamp duty is imposed on the transfer of ownership of a vehicle; 
buyers pay 3 per cent of the value of the vehicle.

Territory motorists must also pay an annual fee to register their vehicles for use on‑road. Vehicle 
registration helps to ensure the roadworthiness of vehicles and enables simple and reliable vehicle 
identification and proof of ownership. 

The Territory’s stamp duty rate and annual registration fees are among the lowest in Australia. This 
contributes to the total cost of registration generally being below the national average.

Both are relatively stable revenue sources, but have limited scope for growth. Registration fees are 
reasonably efficient as a form of user charging, but stamp duties on property are generally considered 
less efficient than broader based taxes.

Motor vehicle taxes, $75 million in 2017‑18 Registration fee comparison: Toyota Hilux

Motor vehicle registrations fees are only a small part of overall annual registration costs. The Territory 
charges motor accident insurance premiums to fund the Motor Accident Compensation Scheme and 
provide no‑fault insurance for road users that are injured or killed as a result of a motor accident.

• Should we raise more revenue from motor vehicle taxes? Why? 
• If so, from which source – vehicle stamp duty, annual registration fees or both?
• Should we adjust the mix between vehicle duty and registration fees?
• Are there any other changes or improvements we should consider?

Option Impacts

Change motor vehicle duty from 3% • +/‑ $7.3M in revenue for each +/‑ 1% point change 
in the rate

Increase light motor vehicle registration fees • Each 10% increase in fees = $3.3M additional 
revenue

• Increase fees to the national average = $16M 
additional revenue

Motor vehicle duty

Light vehicle 
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Heavy vehicle 
registration fees
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Insurance duty 
Stamp duty is imposed on policies of general insurance. Although the cost is imposed 
on insurers, it is passed on to insurance purchasers through the premiums they pay.

Insurance duty is a relatively stable revenue source and provides significant revenue to the Northern 
Territory ($43 million in 2016‑17). However, insurance duty is sometimes criticised because it adds to 
the cost of insurance, which may act as a barrier to holding an appropriate level of insurance. 

Territory insurance duty does not apply to:

• life insurance
• private health insurance
• workers compensation insurance
• freight and commercial marine insurance.
In the ACT, insurance duty was abolished as 
part of broader tax reforms and replaced with 
increases to annual property taxes.

State General insurance 
duty

NSW, Queensland 9 per cent

NT, WA, Victoria, Tasmania 10 per cent

South Australia 11 per cent

ACT No duty

Without broader tax reform, it would be difficult to alter Territory insurance duty rates.

Banking taxes 
The Commonwealth Government imposes a 0.06 per cent levy on the liabilities of 
the five largest banks, raising about $1.5 billion each year for the Commonwealth.

South Australia has proposed an identical levy that could raise $417 million over the next 
four years but the levy is yet to be passed by the South Australian Parliament. Western Australia has 
also indicated that it will consider introducing a similar bank levy.

A Territory banking tax could be a significant revenue source but would need to be measured against 
the potential for banks to increase costs to Territory customers.

• Should we consider changing the insurance duty rate from 10 per cent?
• Should we consider exemptions or concessions for some other types of insurance?
• Are there any other changes or improvements we should consider?

• Should we consider introducing a banking tax? 

Option Impacts

Change the insurance duty rate 
from 10%

+/‑ $4.3M per 1% change in the rate

Introduce a major bank levy 
smilar to the proposed South 
Australian levy

• +$24M revenue.
• Likely passed on to customers through lower deposit interest rates and 

higher loan interest rates.
• Possibly higher borrowing rates for Territory Government.

What do we want to know?
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Mineral royalties 
Mineral royalties are a payment to Territorians for a right to extract non‑renewable 
mineral resources. Mineral royalties provide significant revenue to the Territory 
($165 million in 2016‑17).

The Northern Territory Government imposes profit‑based royalties, which recognise the high capital 
costs of setting up mines and allow a range of costs to be deducted in calculating the royalty to be 
paid. Generally, this means a mine pays little or no royalty early on and higher royalties as a mine 
matures, recovers capital costs and generates profits.

Profit‑based royalties can be difficult to predict accurately, but are also more responsive to increases 
in mineral prices than royalties based on the value of the minerals extracted. 

Most other states have value‑based royalties, with different rates set for different minerals. The 
Territory has a single royalty scheme for all mineral types.

The Territory’s mineral royalties have provided 
Territorians with a reasonable and growing return 
on its mineral resources.

However, not all mines pay royalties. Some mines 
operated for only several years and then close 
without becoming liable for royalties. 

This may indicate that mineral royalties are too 
focused on long-term mines.

Additionally, some operating miners currently pay 
no royalties because they have made large capital 
investments that can be used as deductions to 
offset royalty payments for years to come.

Mineral royalty collections

• Should we consider a value‑based scheme or a minimum royalty amount so that all producing
mines pay royalties each year?

• Are the current features of mineral royalties appropriate and giving an appropriate return to Territorians?
• Does the current system of mineral royalties encourage miners to employ local workers rather than

FIFO workers?
• Are there any other changes or improvements we should consider?

Option Impacts

Adjust mineral royalty rate from 20% Each +/‑ 0.1% change in the rate alters annual revenue by +/‑ $8M 
to $10M.

Introduce a minimum mineral royalty A value‑based minimum royalty of 2 to 4% would raise $11M to $22M.
Miners currently paying more than the minimum would not be affected.

Replace mineral profit‑based royalties 
with value‑based royalties

This would provide more stable revenues, but with less upside from 
high mineral prices. Transitional or grandfathering provisions would be 
required for existing mines.
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Petroleum royalties 
There is currently a moratorium on unconventional petroleum production in the 
Territory while the Scientific Inquiry into Hydraulic Fracturing in the Northern Territory 
is conducted. Any consideration of petroleum royalty does not presume any particular outcome from 
the Scientific Inquiry.

Petroleum royalties are a payment to Territorians for a right to extract onshore oil and gas. They 
do not apply to petroleum resources extracted offshore, which are subject to the Commonwealth 
Government’s Petroleum Resource Rent Tax (PRRT) instead.

Petroleum royalties in the Territory are based on 
10 per cent of the gross value of the petroleum 
at the point at which it is extracted from the well.

However, it is often difficult to value petroleum 
at the point of extraction. Instead, petroleum 
royalties are usually calculated by taking the sale 
price minus essential production costs incurred 
between extraction and sale point.

Unfortunately, this means that petroleum royalty 
received by the Territory is less than 4 per cent 
of the actual sale prices. This is due to producers 
receiving lower prices and having lower 
production volumes since about 2009, but costs 
and depreciation remaining reasonably fixed 
regardless of production volume.

Effective petroleum royalty rates paid by industry

• Are the current features of petroleum royalties appropriate and giving an appropriate return to Territorians?
• Should we consider alternative methods for valuing petroleum production?
• Are there any other changes or improvements we should consider?

Option Impacts

Replace value‑based scheme with a 
profit‑based scheme

This may be a preferable scheme but would increase complexity. 

Improve petroleum royalties legislation and 
remove requirement for royalty agreements

This would provide greater certainty to industry, reduce the 
need for long and complex negotiations, and allow for a simpler 
and more transparent scheme.

Consider alternatives for valuing petroleum This could improve simplicity, certainty and transparency.
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 Consultation process 
The Northern Territory Government wants to hear from Territorians about our taxes 
and royalties. The consultation process, including feedback on this discussion paper, 
will assist the Government to prepare its taxation and royalty policies, consider whether there is a 
need for reform, and develop revenue options as part of its Budget processes.

Territorians are invited to make written submissions on this paper, and take part in upcoming 
engagement and information sessions. More information on the consultation process will be available 
at RevenuePaper.nt.gov.au

Key dates

November 2017: Discussion paper released for consultation

November to January 2017: Engagement with industry and peak bodies, public information sessions

28 February 2018: Closing date for written submissions

Website
RevenuePaper.nt.gov.au

Submissions 
Submissions can be lodged by:

Email
RevenuePaper.dtf@nt.gov.au 

Mail 
Department of Treasury and Finance 
Revenue Discussion Paper 
GPO Box 154 
DARWIN NT 0801

Hand delivery
Department of Treasury and Finance 
Revenue Discussion Paper 
Level 14, Charles Darwin Centre 
19 The Mall 
DARWIN NT 0801

All submissions will be publicly available and 
published to the website RevenuePaper.nt.gov.au, 
unless you specifically request otherwise in your 
submission.

http://RevenuePaper.nt.gov.au
mailto:RevenuePaper.dtf%40nt.gov.au?subject=
http://RevenuePaper.nt.gov.au
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