
25 May 2021 

 

The Hon James Merlino MP 

Acting Premier 

By email: james.merlino@parliament.vic.gov.au  

The Hon Tim Pallas MP 

Treasurer of Victoria 

By email: tim.pallas@parliament.vic.gov.au

  

Dear Acting Premier and Treasurer, 

Taxing Victoria’s Recovery 
As Victoria’s leading property and construction industry body, the Property Council of 
Australia reinforces our grave concerns about the proposed increases to Victorian property 
taxes, and the introduction of new tax on investment in the 2021-2022 Victorian State Budget. 

These tax increases and the new tax will be paid for by Victorian families and will adversely 
impact jobs and investment.  They are tax hikes on Victoria’s economic recovery after the 
most significant economic and social crisis of our generation. 

The Property Council is the leading advocate for Australia’s property industry — the Victorian 
economy’s largest sector and employer.  AEC Group’s report for the Property Council, 
‘Economic Significance of the Property Industry to the Victorian Economy’, shows that the 
property industry makes up 13.8 per cent of the Victorian economy, employs more than 
390,000 people and supports more than 471,000 workers in related fields, employing one in 
four working Victorians.  

The industry pays 59 per cent or $17.9 billion in tax revenue and pays more than $21 billion in 
total wages salaries per year, which is approximately 27.9 per cent of wages and salaries paid 
to Victorian workers. 

 

Not the Right Taxes, Not the Right Time 

In this crucial period of economic recovery, increases to land tax and stamp duty, and the 
implementation of a so-called ‘windfall gain tax’, represent a significant disincentive to 
businesses looking to invest in our state. In those inner-urban and regional areas not subject 
to the GAIC exemption, the cost of delivering new housing, infrastructure and community 
services needed to meet current and future demand will rise, disproportionately affecting first  
homebuyers, families, and new communities. 
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Since the Government’s initial announcement of tax increases on 15 May, we have canvassed 
our members extensively and we provide our initial assessment of the negative impacts of the 
proposed tax increases and new tax in this submission, as evidenced in the three case studies 
we outline below. 

 
We have identified both direct and indirect impacts  harmful to our state’s economy. Many of 
these tax impacts directly contradict the Victorian Government’s key strategic policy 
objectives, including: 

• The increased costs of these taxes will limit the feasibility of developing residential 
and commercial projects, limiting the creation of new housing supply, jobs, 
infrastructure investment and new community services; 

• The tax impact on existing project feasibilities will mean projects are no longer viable, 
leading to lost jobs, constrained new job creation, complex legal disputes and less 
taxation revenue for the Victorian Government and infrastructure contributions for 
local government in the medium term; 

• The sovereign risk these tax increases creates for investors looking to safely invest 
their capital in Victorian projects is real, and the attractiveness of other Australian 
states and territories for that capital has been drastically increased as a result; 



• The financial capacity for commercial property owners to continue to support small 
and medium sized businesses after having done so through the Commercial Tenancy 
Relief Scheme will be severely reduced; 

• The proposed Windfall Gain tax is in direct policy conflict with the objectives of Plan 
Melbourne to deliver 70 per cent of new housing in Melbourne’s established suburbs by 
making it more costly to deliver new housing outside of Melbourne’s designated 
growth areas, and in direct conflict with the Government’s stated aim of encouraging 
new housing supply in Regional Victoria; 

• The increased taxes and new tax will be a disincentive for the essential private 
investment and development required to maximise the potential of current and 
emerging urban renewal precincts; and 

• The emerging Build-to-Rent market will be entirely undermined and the feasibility 
model for these projects destroyed, with international capital investing in other states 
with greater support for that market.  

 

Property and Construction Industry Contribution to COVID-19 Management and Recovery 

The contribution the property and construction industry has made to the management and 
economic recovery effort in response to impacts of the COVID-19 pandemic, has been 
significant and cannot be understated.   

Property Council research by Deloitte Access Economics shows that the costs of supporting 
businesses throughout the peak pandemic period, was disproportionally borne by the 
commercial property sector. Deloitte Access Economics estimated that the commercial 
property sector absorbed $15 billion in lost revenue nationally over the peak of the pandemic.  
Further, the residential property sector bore additional costs in the form of widespread rent 
decreases and a moratorium on rental evictions.  

These costs should not be underestimated by the Andrews Government and represent the 
significant financial contribution the property industry made toward supporting the Victorian 
community and economy during the peak pandemic period. 

Further, the property and construction industry kept working throughout the Victorian 
lockdowns (except for the most recent 5-day lockdown).  Property and construction 
businesses stood up for their workers, keeping people employed even when they were unable 
to have them working on site.  This was not small feat and should also be recognised by the 
Victorian Government for the industry’s significant contribution to Victorian workers, which 
kept the Victorian economy powering on. 

Finally, the partnership approach taken by the industry associations, the union movement and 
the Victorian Government was critical during the pandemic.  It represented the coming 



together of Victoria’s largest sector and the Victorian Government, with the primary aim of 
keeping Victorians safe, keeping them in work, delivering new homes for Victorians and 
contributing to the fast economic rebound the Victorian economy is now experiencing. 

With all of this at the front of the industry’s minds, it must be acknowledged by the Victorian 
Government that the property and construction industry has played a leading role during this 
crisis and is critical to the success of the Victorian economy.  

The industry has made and continues to make a significant contribution to building Victoria’s 
economic recovery.  

 

Urgent Recommendations 

That the Andrews Government: 

1. Withdraws the land tax and stamp duty increases from the State Taxation and Mental 
Health Acts Amendment Bill 2021, namely clauses 6, 30, 31, 32, 33, 34, 35, 36 and 37, and 
seek to engage with the industry, community and members of the Victorian Parliament 
with a more appropriate timeframe and process; 

2. Provides the industry with a summary of the analysis it undertook to determine the 
basis for homebuyers and small businesses to pay these increased taxes; and 

3. Reverses its decision to introduce a so called new ‘Windfall Gain Tax’ on rezoning; or 

4. Engages in an extensive consultation to determine appropriate criteria, if any, for the 
introduction of the so-called ‘Windfall Gain Tax’.  

 

Partnering to Build Victoria’s Recovery 

Rather than holding back the property and construction industry, which is spearheading 
Victoria’s COVID-19 recovery, we call on the Andrews Government to turn its attention to how 
we can build our way out of the economic crisis and build a sustainable future for our state.  

These are priorities of the property industry and the one in four Victorians who work in the 
sector.  

As Victoria’s leading industry body representing the property and construction sector, we have 
extensively canvassed our members to conduct an immediate impact analysis of the effect of 
the tax increases, backed by data and industry case studies. This information will be further 
developed as more details of the Government’s policy approach is made clear. 



We are committed to continuing an open and constructive dialogue with the Andrews 
Government that both supports ongoing budget repair and the creation of further economic 
activity that truly benefits all Victorians. 

Yours faithfully, 

 

 
 

Danni Hunter 
Executive Director, Victoria 
Property Council of Australia 

 



PROPERTY COUNCIL INITIAL ANALYSIS | Proposed State Budget 
Property Tax Increases 
May 2021 

Property and Construction Industry Contribution to COVID Recovery 

Over the course of 2020 and into early 2021, the industry invested in ensuring open and 
informed dialogue with the Andrews Government as we faced the significant health 
challenges as a whole community.  

Throughout the worst of the COVID-19 pandemic, the Property Council joined with other 
peak bodies across the property and construction industry, to ensure stringent safety 
protocols were implemented that could keep the industry open, keeping people in jobs 
and economic activity ticking over when nearly all other parts of the economy were shut 
or heavily restricted. 

Collective Industry Guidelines were developed, underpinning organisations’ own strict 
COVIDSafe planning, to keep sites safe and open. The industry was prepared to invest 
in innovations that support jobs, workers and our broader community through industry-
led COVID safety training, rapid testing and worksite management tools such as 
contactless tracing and QR code technology. 

The strong collaboration of unions and industry associations like the Property Council 
was formally and informally acknowledged by the Government, including most recently 
for industry-driven communications strategies to ensure important safety messages 
could reach CALD audiences and workers. 

Property Council research by Deloitte Access Economics shows that the costs of 
supporting businesses throughout the peak pandemic period, was disproportionally 
borne by the commercial property sector. Deloitte Access Economic estimated that the 
commercial property sector absorbed $15 billion in lost revenue nationally over the 
peak of the pandemic.  Further, the residential property sector bore additional costs in 
the form of widespread rent decreases and a moratorium on rental evictions.  

The Government’s public commentary about certain sectors doing well and being “big 
winners” in the last 12 months simply fails to reflect the incredibly hard work and strong 
commitment from the building and construction industry to keep activity going 
throughout the community lockdowns. 



Effect of stamp duty premium introduction on established housing prices 

The property and construction industry recognises we have a role to play in ensuring 
house prices are as competitive as possible to ensure access by all Victorians to the 
housing market. 

The introduction of a stamp duty premium rate of 6.5 per cent for property values over 
$2 million will be a significant blow to efforts to put downward pressure on prices and 
will not only impact family-sized homes in some of Melbourne’s most liveable suburbs, 
but it will make development costs more expensive and have a flow on impact to new 
housing at all price points.  

Figure 1: Stamp duty rates by jurisdiction 

VIC 5.5% with premium rate of 6.5% above $2m threshold 

NSW 5.5% with premium rate of 7% above $3.1m threshold 

QLD 5.75% 

WA 5.15% 

SA 5.5% 

ACT 5% 

TAS 4.5% 

NT 5.95% 

Source: PwC, 1 February 2021 

The greater Melbourne residential property market has seen a significant increase in 
purchase prices over the past few years, including a 2.9 per cent increase in the 
weighted average house price in 2020 (ABS Residential Property Price Index, March 
2021). 

With Melbourne’s median house price exceeding $1 million, many more properties, 
especially family sized homes, are valued at $2 million and above.  There are now 22 
suburbs in Melbourne where the median prices for a family sized home exceeds $2 
million including Hawthorn East, St Kilda West, Middle Park, Elsternwick and Malvern. 

Nearly 5 per cent of all residential property sales in Melbourne last year would have 
incurred the stamp duty premium and this is only likely to increase in coming years. 



By 2030, 50 per cent of houses in 120 suburbs will be valued at over $2 million.1  These 
houses are by and large, family sized homes. The new premium rate stamp duty will 
impact thousands of Victorian families in the coming years. As AMP Capital’s Chief 
Economist, Shane Oliver, has outlined in separate statements on 18 May 2021, the 
effect of the stamp duty premium above $2 million will mean price increases are not 
contained above this threshold.  

“Demand is pushed down through the price brackets. It’s not just high-end buyers 
who will be affected — its middle-income ones as well.” 

“The impact to a $500,000 home may be minor but it’s still likely to have a big impact 
on properties worth $1 million or even $800,000.” 

The effect of the introduction of the premium rate – which brings Melbourne into line 
with Sydney, a city at the centre of one of the world’s greatest housing affordability 
crises – will be to push costs onto both to the $2 million plus, residential market, and to 
the price brackets below.   

Cost impact on new housing 

Stamp duty costs are a major input into the production cost of new housing. Stamp 
duty is paid when a developer purchases a development site, and then again when a 
purchaser settles on a new house or apartment, effectively seeing the Government 
collect stamp duty at two points in the development process. In this way, upfront stamp 
duty costs are paid by the end purchaser as part of the cost of production of any new 
development. 

On a large-scale apartment project containing a mix of smaller and larger units in the 
inner or middle ring of Melbourne, the extra stamp duty cost will flow through to all 
purchasers regardless.  

Based on CoreLogic data for 2020, this means the stamp duty increases alone will have 
a significant impact on the price of the more than 29 per cent of dwellings sold that sit 
in the $800,000 and above range.2 

Effect of stamp duty premium rate on commercial property 

The Property Council is especially concerned about the introduction of the stamp duty 
premium rate on commercial property. According to Deloitte Access Economics 
research for the Property Council, commercial property owners nationally have provided 
an estimated $14.9 billion in rental relief (through deferrals and waivers) throughout the 



COVID period, with about 40 per cent of this relief provided to businesses that were not 
officially included in the criteria of the Victorian Commercial Tenancy Relief Scheme 
and its interstate equivalent schemes. Many of the rent deferrals provided by 
commercial landlords are not required to be repaid. 

Other states have taken significant action to reform their commercial stamp duty rates 
in a concerted effort to increase their competitiveness and job attraction. Take South 
Australia, for example, which removed commercial stamp duty in 2018. The Victorian 
stamp duty increases provide a further incentive for businesses and investors looking 
at other jurisdictions to grow and ensure a competitive return. 

Figure 2: SA v Victoria land tax and stamp duty comparisons from 1 January 2022 

 $5m Property $10m Property $20m Property $50m Property 

SA Stamp Duty $0 $0 $0 $0 

SA Land Tax  $99,037.50 $219,037.50 $459,037.50 $1,179,037.50 

VIC Stamp Duty 
(Proposed) 

$325,000 $650,000 $1,300,000 $3,250,000 

VIC Land Tax 
(Proposed) 

$78,975 $206,475 $461,475 $1,226,475 

Source: Property Council 

Stamp duty costs would take about 16 years to make up in reduced land tax for a $5 
million commercial property, while at the $20 million and above mark, Victorian 
businesses are paying a seven-figure stamp duty sum and higher annual land taxes 
than an equivalent business in South Australia. 

Case Study 1: Stamp duty on acquisition 

A diversified property group is in advanced discussions to acquire an industrial zoned 
site for a planned residential development in a key strategic site in Melbourne. The 
development would consist of about 750 townhouses and apartments. 

The developer has already conducted due diligence and constructed its financial 
model for the potential transaction. If the transaction occurs after 1 July, the 
developer will be paying an extra $1.23 million in stamp duty, which erodes its 
margins by more than 3 per cent. 

The additional stamp duty costs and the uncertainty about the application of the 
windfall gain tax has meant that discussions have been placed on hold while the 



developer conducts more due diligence. If the developer does not proceed, hundreds 
of jobs are not created in project delivery and housing supply stagnates in a key 
strategic area, heightening pressure in the greenfields and urban fringe. 

Land tax increases 

The increase to land tax payable for any taxable landholding valued at more than $1.8 
million intends to raise $380 million a year “for the community” but does not factor in 
that the majority of this revenue will be directly coming “from the community” in the 
first place.  

Small and medium business owners across all sectors, including those industries most 
hurt by the impact of the pandemic, will be the businesses who pay this tax increase 
through increased rents and outgoings. Charter Keck Cramer’s data shows that of the 
approximately 212,000 commercial and industrial properties across greater Melbourne, 
Geelong, Ballarat and Bendigo, 11.7 per cent of commercial properties and 10.3 per cent 
of industrial properties will be required to pay a higher land tax rate – that is 23,713 in 
total. 

For commercial property owners and landlords, who were the only private businesses 
legally required to provide business relief during the pandemic, and in many cases went 
above and beyond their requirements to assist the hardest hit businesses, a land tax 
increase represents yet another added cost to absorb into their bottom line and will 
inevitably be passed through to tenants. 

Case Study 2: Land tax on small business 

More than 100 small and medium sized business owners with turnover below $50m 
are tenants within one Melbourne commercial office and logistics portfolio.  
 
The land tax increase will increase the portfolio’s overall land tax bill by 
approximately $1.43 million a year.  
 
The landlord’s capacity to absorb the increases has been severely restricted due to 
the millions of dollars it has already provided in rental waivers and assistance 
through the Commercial Tenancy Relief Scheme. 
 
Under the terms of their respective net leases, where the tenant contributes directly 
to outgoing costs, each of those small and medium sized businesses will pay an 
average of $70 a week more in their rents. 



This would also capture some of the worst hit sectors of the economy which will not 
have recovered to anywhere close to their pre-COVID capacity by 1 January 2022, 
including hotels and student accommodation providers. 

The land tax increases will mean that with surcharges, Victoria has the highest 
maximum rate of land tax in the nation. 

Figure 3: Maximum land tax rates by jurisdiction 

VIC 2.55% + 2% Absentee Owner Surcharge + 1% Vacant Residential Land Tax 

NSW 2% for premium threshold (>$4.616m) + 2% Surcharge Land Tax Rate for 
residential land owned by foreign persons 

QLD 2.75% + 2% Surcharge Land Tax Rate 

WA 2.67% + 0.14% Metropolitan Region Improvement Tax Rate 

SA 2.4% 

ACT Fixed charge + 1.12% valuation charge + 0.75% Surcharge Land Tax Rate 

TAS 1.5% 

NT 1-2% Property Activation Levy 

Source: PwC, 1 February 2021 

Specific impacts of land tax increase on property sectors 

Commercial Office 

The commercial office market is in a significant period of adjustment caused by the 
impact of extended working from home orders in Melbourne last year. Office occupancy 
in Melbourne is currently at 41 per cent according to the Property Council’s monthly 
office occupancy survey, well behind every other major Australian city. Office tenants 
are reevaluating their fitout and space needs, while retail tenants (especially cafes and 
eateries within large office developments) do not have anywhere near the footfall from 
pre-COVID periods.  

A land tax increase significantly inhibits commercial office owners’ capacity to retain 
and attract tenants given costs will have to be passed on to end users, leading to higher 
small business outgoings. From a tenant attraction perspective, a higher land tax also 
restricts Melbourne’s capacity against other CBD markets to attract those growing and 
developing businesses to headquarter in our city. 



Build-to-Rent 

The Property Council wholeheartedly supported the Government’s measure from last 
year’s Budget to introduce 50 per cent land tax discounts for eligible Build-to-Rent (BTR) 
projects. The Property Council is deeply engaged with Treasury on the finer details of 
eligibility for the tax discount and we will continue these discussions over the coming 
months in advance of the Government introducing specific legislation into the Victorian 
Parliament on this approach. 

The development of BTR in Victoria will produce excellent housing outcomes for the 
state, with more housing supply to be generated at a more accessible price point, for 
key workers, aspiring homeowners and renters looking for a quality and secure housing 
solution. 

However, the proposed land tax increase directly works against the 50 per cent 
discount, which will be introduced on the same date next year. The Property Council has 
been advised by members that existing BTR projects, close to starting construction, are 
now having their investment cases being reviewed following the Government’s 
announcement. Where margins on projects are marginal to begin with, developers are 
looking at the merits of directing BTR investment to other states. 

Industrial and Logistics 

The demand for industrial property fuelled by rapid e-commerce growth and a continued 
government focus to shore up local manufacturing has seen significant acquisition and 
development activity in recent times in Victoria.  

But the combined effect of the stamp duty and land tax increases does not take into 
consideration that there is a significant and developing overseas ownership presence in 
the industrial property sector, who are also paying already significant foreign investor 
surcharges.  

While Melbourne remains an attractive industrial market, Sydney and Brisbane are 
making headway in this space and there is a significant possibility of capital refocusing 
to other states with more attractive return profiles. 

On a potential Melbourne site in close proximity to the CBD, aimed at smaller and start-
up industrial businesses, the landowner will now incur an annual land tax increase of 
more than $400,000, which would restrict the owner’s capacity to offer competitive 
rents on the site. 

Hotels 

Melbourne’s full recovery from COVID can only eventuate when borders fully reopen and 
we are able to leverage our significant strength as a tourism destination. To do this 
effectively, continued investment and growth in hotel accommodation is required. 



It comes as no surprise that hotels have done it tougher than just about any other 
property sector over the last 14 months. Many hotels didn’t get the benefit of any COVID 
land tax relief through the Commercial Tenancy Relief Scheme because owner 
occupier/hotel management agreements didn’t qualify for relief. 

With international borders not to open for another 12 months and a depressed domestic 
business travel market, the land tax increase is a hammer blow for hotel owners and 
operators and will strongly discourage investment into this sector.  

Specific impacts of increased taxes on small business  

The effect of the land tax increase on smaller commercial property owners and tenants 
is where the effect of the increases is felt the most acutely.  

We were provided with one case study by a small business owner which demonstrates 
this severe impact – we have been provided permission to share the details but not the 
owner’s name or nature of the business. 

Figure 4: Small business owner’s land tax increases 2016-2022 

 Land value Base 
Amount 

% charged over 
minimum 

Land Tax 
Total 

Gross 
Rental Yield 

2016 value $2,319,100 $9,375 $8,852 $18,227 $793,000 

2021 value $4,250,000 $24,975 $28,125 $53,100 $1,021,416 

With 
increase 

  $31,875 $56,850  

The above example shows that in the past 5 years, land values have increased 
approximately 83%, gross rental income 29%, but land tax had already gone up a 
whopping 191%. With the proposed land tax hike, this will now be a 212% increase. 

In the case of this business – a small business itself – its capacity to absorb these 
ongoing increases in land tax through bracket creep are now exacerbated by a further 
increase on top. This demonstrates what a harmful impact this will have on small 
businesses looking to grow and create jobs, and on potential tenants looking to access 
competitive rates to rebuild their own enterprises after COVID. 

Impact of the proposed Windfall Gain Tax 

The Property Council understands the while the proposed new ‘Windfall Gain Tax’ (WGT) 
will not be legislated as part of the State Taxation Amendment Bill 2021, but that it will be 
legislated very soon in order to meet the desired implementation date of 1 July 2022. 



Firstly, the term ‘Windfall Gain’ is misleading and disingenuous and does not 
appropriately recognise the investment in the development process which culminates 
in a rezoning.   This investment often equates to millions of dollars and includes land 
purchase, planning, engineering and design. 

Within a few days of consultation with our members, we have identified many impacts 
that the concept of a WGT alone is having on the industry.  

Many of these impacts and related consequences will undermine the Government’s 
stated and longstanding policy aims, including (but not limited to): 

 Encouraging 70 per cent of Melbourne’s new housing development in 
established areas and 30 per cent in designated growth areas; 

 Urban renewal and precinct development in Melbourne; 

 Creating new housing supply in inner Melbourne and regional Victoria close to 
jobs, infrastructure and services; and 

 Feasibility of shovel-ready development projects and the thousands of jobs 
these could create in a period of economic recovery. 

The WGT, as it is proposed by the Government, is effectively a tax on the uplift in value 
of a piece of land after it is rezoned, with ‘windfalls’ of $500,000 or more to be taxed at 
the full rate of 50 per cent. 

This approach simply does not take into account the nature of many property 
transactions, nor the costs incurred during the rezoning process, and will discourage or 
add costs to development as succinctly evidenced below. 

Urban renewal and precinct development 

One of the key issues we all face in Victoria – both at government and industry levels – 
is how to facilitate new development that delivers housing diversity, affordability and 
new infrastructure and services in Melbourne’s middle ring suburbs.  

There are limited developable sites of scale in these areas and increasingly these sites 
require a change of use, from a predominantly industrial site which often has complex 
issues such as soil contamination which adds risk and costs to development.  

Many of the historical landowners of these sites do not have the requisite skills to 
navigate the contamination issues and rezoning, but understandably they want to 
secure the value uplift.   

In one example provided to us by a member, the potential WGT that could be yielded on 
such a site would exceed $10 million, likely resulting in the project not going ahead. The 
result will be that important urban renewal sites which are extremely important for 



improving Melbourne’s urban fabric and adding new community services and 
infrastructure, will not be developed, leading to a range of detrimental outcomes 
including:  

• Reduced housing supply and affordability in established suburbs; 
• Lack of job creation; and 
• From a government perspective, a detrimental revenue outcome that the Budget 

does not seem to have accounted for if development does not proceed. 

The Property Council has been made aware of multiple potential transactions of this 
type and have inquired with the respective developers what the flow-through cost to the 
consumer would be if they decided to push ahead with the project.  

Property Council estimates that on average a WGT would add around $30,000 to 
$40,000 per unit to the purchase price of a new apartment. 

Further, a WGT would potentially add a $40 per week increase to residential rent 
costs on a BTR project, even considering a 50 per cent land tax discount. 

If the WGT stagnates activity in the middle ring then acquisition activity will almost be 
entirely focused in the greenfield areas, with increased competition for sites between 
developers, potentially pushing land prices higher and impacting the affordability of 
new house and land packages in Melbourne’s growth areas. It is also likely that sites 
with existing zonings will lift in value as they become relatively less risky than before 
the implementation of the WGT, resulting in a likely increase in prices of homes built on 
already zoned sites. 

It is timely to note that Plan Melbourne, the Government’s own growth plan for greater 
Melbourne, has an aspirational 70/30 target for established vs. greenfields housing 
creation, and recognises the various benefits of creating more housing in areas with 
established and mature infrastructure.  This would be entirely undermined by a WGT 
applied in Melbourne’s inner and established suburbs.   

It is also important to note that the amount of the proposed WGT is far in excess of the 
rate of the Growth Areas Infrastructure Charge and is entirely disproportionate to the 
tax burden on homebuyers in the growth areas. 

The WGT would also actively discourage development and investment in the 
Government’s own identified priority precincts. Arden is a current and topical example 
where the WGT may result in perverse outcomes; landowners and developers are 
currently waiting for the Arden precinct plan to be put into place, which will include 
large components of rezoning.  



If the WGT is implemented, planned and existing deals (across residential and 
commercial property) will largely become unviable, and we expect to see large land 
parcels sterilised from development opportunity for the foreseeable future. 

The Government’s ambitious plans for activating key precincts around Stage 1 of the 
planned Suburban Rail Loop will also be severely undermined by this new tax. The 
property industry is eager to partner with the Government to deliver greater housing and 
supporting infrastructure around Stage 1 station locations, that will maximise the 
benefits of the Suburban Rail Loop project. However, the new tax will drastically reduce 
the industry’s ability to activate and deliver new housing, retail, office and mixed-use 
development which would maximise the Government’s infrastructure investment in 
these key suburban locations. 

Regional housing supply 

Even in the few days since the Government’s announcement of a WGT, market activity 
has been disrupted in outer urban and regional areas, as evidenced in this case study 
example we received and have had permission to use: 

Case Study 3: Regional housing development 

A family has engaged in a confidential off-market select tender process to sell their 
privately owned farming property and allow a developer to pursue a rezoning on the 
land. 

The site is in a location less than 100 kilometres from the Melbourne CBD and within 
walking distance of a regional railway station. There is a clearly identified shortage of 
suitable land in the area and the rezoning of the land has the support of the local 
council. No other sites in this location have the scale to incur the costs and pursue a 
rezoning. The site has the potential for between 700 and 850 lots and generate 
$350m to $500m of sales. 

In just a couple of days following the Government’s announcement of a planned WGT, 
the vendor and potential purchasers are experiencing great uncertainty. There is no 
ability to properly value the land given the lack of detail around the WGT 
announcement, and the family is considering cancelling the sale campaign and to 
continue farming on the site. 

The negative consequences for the Government are numerous in this case: 

• Following strong appetite from potential purchasers, the sale of the property is 
now likely to be cancelled or postponed, preventing the creation of hundreds of 
potential new dwellings in an increasingly attractive location and putting upward 
pressure on house prices; 



• Foregone stamp duty revenue from sale of the lots and on the sale of the land to 
the developer; 

• Foregone land tax revenue; 

• Loss of all associated economic activity and job creation from economic 
multiplier effects; and 

• Further pressure on lot supply and pricing of zoned land. 

Put simply, the WGT that would be yielded from this transaction would be dwarfed by 
revenue that would otherwise be yielded if the transaction were to go ahead without 
WGT being incurred. 

Given the significant difference in value that would occur from the rezoning of such a 
site, the WGT could put the brakes on greenfield and regional housing development. In 
regional locations like Bendigo and Ballarat, where zoned land supply is constrained to 
an unhealthy level of only 3-5 years, housing affordability will be impacted severely, 
pushing up the prices of new housing in regional Victoria. 

Further, there will be a very real cost to homebuyers in these locations – which we 
estimate to be in the order of $34,000 per new house, based on a detailed example 
outlined below which we have been given permission to provide: 

Major projects and economically important land development 

The Federal and State Governments currently have plans to develop an intermodal 
freight terminal in Melbourne, to become the destination for the Inland Rail project and 
to boost our freight-carrying capacity (and reduce congestion on key Melbourne road 
arterials). 

The potential sites for this terminal – Beveridge and Truganina – are both currently held 
in the hands of private developers and operators. For these projects to succeed, a 
rezoning valuation uplift will be part of the solution, in order to lift the land from rural to 
industrial, which will subsidise the larger than normal development costs associated 
with the terminal.  

Given the stated ambition of both Governments to invest in these terminals, it is likely 
that government subsidies will need to be higher, to offset the taxation impact of the 
WGT, for these projects to succeed. 

The Property Council has been advised by large industrial land developers that they will 
move away from potential development around this key freight precinct to projects with 
zoning already in place – or for national developers, focus development activity on 
other states with lower investment risk – leading to another detrimental outcome for 
our state. 



Implementation questions and market uncertainty 

The announcement of the creation of a new tax with such little detail attached to it has 
caused significant industry uncertainty and left many unresolved questions. While the 
Property Council understands the WGT will not be contained within the Budget Bill, it is 
important to table a summary of queries we have received from a wide variety of 
members about the planned implementation and governance of the WGT, including: 

• Queries about independent oversight of the calculation of the WGT, given 
Government authorities are responsible for the two components of calculation, 
namely the rezoning and the valuing; 

• Whether the contract price between purchaser and vendor be considered as the 
non-uplift price and the valuation/tax is adjusted accordingly; 

• Whether existing contracts will be grandfathered, including contracts finalised 
where there is an option to purchase after 1 July 2022, or a rezoning process is 
already underway; 

• Whether WGT applies broadly on all rezoned land or just on sites that have not 
been strategically designated to be rezoned; and 

• How developers may be expected to fund the WGT if it does not align with an 
event of revenue receipt. 

These queries are not exhaustive, and the Property Council seeks quick and extensive 
consultation on these and other elements of the Government proposals as a matter of 
extreme urgency. 

Danni Hunter 
Victorian Executive Director 
Property Council of Australia 

M: 0400 230 787 
E: dhunter@propertycouncil.com.au  

Andrew Lowcock 
Senior Policy Advisor 
Property Council of Australia 

M: 0447 666 902 
E: alowcock@propertycouncil.com.au  
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