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Tax Alert

Victoria: Commercial and Industrial
Property Tax Reform Bill 2024

As part of the Victorian FY24 State Budget, the Victorian
Government announced its proposed landmark Commercial and
Industrial Property Tax Reform (CIPT Reform) to replace stamp
duty on commercial and industrial property with an annual
property tax based on the unimproved value of land.

The Commercial and Industrial Property Tax Reform Bill 2024 (the
Bill) was introduced into Victorian Parliament on 20 March 2024.
The Bill sets out the legislative framework for the CIPT Reform
which we have summarised below.

The CIPT Reform represents a significant departure from the
current Victorian stamp duty regime. Owners of commercial and
industrial land will need to be across this significant change as it
will inform behaviour in how such land is transacted going forward
and, overtime, add considerably to the holding costs of owning
such property.

Key features of the CIPT reform
Overview

Entry into the tax reform scheme

Effective on and from 1 July 2024, land enters the tax reform scheme if:
There is an entry transaction, an entry consolidation or an entry subdivision; and

The transaction relates to an interest in land that is 50% or more (i.e., a
qualifying interest); and

On the date of the transaction, the land has a qualifying use which broadly
includes:

Land that has been allocated at least one Australian Valuation Property
Classification Code based on the Valuation Best Practice Specifications
Guidelines (AVPCC) in the latest valuation, which are in the ranges of
200-499 and/or 600-699; or

Where land has a mixed use - land that is used solely or primarily for a
use described in a AVPCC in the above ranges; or

Land that is used solely or primarily as eligible student accommodation
(the current drafting of this definition, perhaps unintended, appears to
have a narrower application than expected as it is limited to residential
premises for students at prescribed universities).

On entry into the tax reform scheme, a final stamp duty assessment will be payable
(subject to change of use and additional acquisitions in the same land if less than a 100%
interest was transacted as part of the entry transaction). After a 10-year transition
period, starting on the date the land entered the scheme, commercial and industrial
property tax (CIPT) will begin to apply to the land.



Imposition of the CIPT

The CIPT will be imposed on CIPT taxable land
(essentially, land which as at midnight on 31 December
immediately before the relevant tax year, has entered
the tax reform scheme, is no longer in the transition
period, has a qualifying use and is taxable land under
the Land Tax Act 2005 (Vic) (LTA)), at a rate of:

For land other than build-to-rent (BTR) land
(broadly, land that is eligible for the BTR land tax
concession under the LTA) - 1% of the taxable value
of the land; or

For BTR land - 0.5% of the taxable value of the
land.

CIPT is payable in addition to land tax. Unpaid CIPT is a
first charge on land and in the event of a tax default,
the Commissioner of State Revenue (‘Commissioner”)
may recover unpaid CIPT from a lessee, mortgagee, or
occupier (subject to certain restrictions).

Stamp duty imposed on a change of use

Where a change in the use of land results in the
land losing its qualifying use or results in the land
having a qualifying use, there is a change of use. If
the land in guestion has already entered the CIPT
Reform (i.e., is tax reform scheme land) the owner
must notify the Commissioner within 30 days after
the change of use.

A change of use can result in stamp duty becoming
payable on each dutiable transaction or relevant
acquisition (in a landholder) that occurred in
relation to the land while the land was tax reform
scheme land. As a technical matter, dealings in the
land are still subject to stamp duty, however,
exemptions from this duty are available whilst the
land is tax reform scheme land. These exemptions
may be wholly or partially clawed back in certain
circumstances; however, a 10% reduction is
available (up to a maximum of 100%) for each
calendar year that has passed since the date of the
dutiable transaction or relevant acquisition.

Land can also re-enter the tax reform scheme
following a change of use back to a qualifying use
but no refunds of any duty paid in the period whilst
it was not tax reform scheme land will be provided.

Other than for subdivided or consolidated land,
general apportionment provisions are not available
for land that may have a partial change of use.

Entry transactions
A transaction is an entry transaction if:

The transaction is either a qualifying dutiable
transaction or a qualifying landholder transaction;
and

On the date the transaction occurs, the land has a
qualifying use; and

The transaction relates to a qualifying interest in
land (either on a standalone basis or on an
aggregated basis). Australian activities and to

prevent diversion of profits offshore through
arrangements with related parties.

Qualifying dutiable transaction

A qgualifying dutiable transaction is, broadly, a
dutiable transaction of an interest in land that has a
gualifying use other than dealings with dutiable
leases, acquisitions of an economic entitlement,
acquisitions that are subject to exemptions,
corporate reconstruction or consolidation
concessions and transactions that are subject to an
agreement or arrangement that was entered into
before the commencement of the CIPT Reform. The
definition of arrangement has not been defined.

For the purposes of determining whether there is a
qualifying interest in land, interests in land acquired
under two or more qualifying dutiable transactions
may be aggregated in certain circumstances
(including if the interests are acquired by the same
transferee or an associated person within 3 years).
Further, any interest acquired in a landholder that
was exempt or for which duty was not charged for
landholder duty purposes is not to be taken into
account.

Once an entry transaction occurs (and land
becomes tax reform scheme land), whether or not
any further duty is payable in respect of the tax
reform scheme land will depend on certain
circumstances. Broadly, if the entry transaction in
relation to the tax reform scheme land amounts to:

An interest of 100% - no duty should be
chargeable on a subsequent tax reform
scheme transaction;

An interest of less than 100% - duty may
be chargeable for a 3-year period or until
full duty has been assessed on the land
(whichever occurs sooner) if the
subsequent tax reform scheme
transaction is a dutiable transaction which
relates to a different interest (i.e., not
substantially the same interest as the
entry transaction) in the land.

Qualifying landholder transaction

To be a qualifying landholder transaction the
requirements are broadly the same as a qualifying
dutiable transaction. However, the transaction
must be a relevant acquisition in the landholder
(interests acquired prior to the CIPT Reform can be
aggregated with the interests acquired in the
current transaction to be a qualifying landholder
transaction). Accordingly, the interest in land held
by the landholder and the types of transactions that
are excluded are the same as set out above. The
aggregation of interests acquired in a qualifying
landholder transaction also apply in a similar
manner as for qualifying dutiable transactions.

Once an entry transaction occurs (and land
becomes tax reform scheme land), there are
reciprocal provisions similar to those that apply in
the context of a qualifying dutiable transaction
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which determine whether or not any further duty is
payable in respect of the tax reform scheme land.

Other
Entry consolidation and subdivisions

Land can also enter the tax reform scheme if an entry
consolidation or an entry subdivision occurs in respect
of the land.

Entry consolidation - land enters the scheme on the
first date on which land that forms part of the
consolidation entered the tax reform scheme.
Consequently, the transition period for
consolidated tax reform scheme land starts on the
earliest entry date of any of the parcels of tax
reform scheme land that were consolidated.

Entry subdivision - land enters the scheme on the
date on which the land that was subdivided entered
the tax reform scheme. Consequently, the
transition periods for parcels of tax reform scheme
land following subdivision (i.e., the child lots) start
on the entry date of the parcel of land before
subdivision (i.e., the parent lot).

Specific anti-avoidance provisions

The Bill contains detailed provisions specifically
targeted at tax avoidance schemes, and the factors
which the Commissioner may take into account in
determining whether one or more persons have
participated in a tax avoidance scheme are broad.

Transition loan program

Taxpayers have an option to finance the final stamp
duty payable on a transaction by which land enters
the tax reform scheme by way of a government-
facilitated transition loan.

The loan will be issued by the Treasury Corporation
of Victoria, which will have a first ranking statutory
charge over the interest in the land in relation to
the transition loan. The Treasurer may determine
(by notice to be published in the Government
Gazette) any matters necessary for the operation
of the transition loan program.

While the Bill is silent on the conditions and
parameters of the loan, based on the CIPT
Information Sheet released by the Government in
December 2023, we understand the proposed
eligibility and other conditions include: applicants
must be Australian citizens/permanent residents or
an Australian business, applicants must be
approved for finance from an Authorised Deposit-
taking Institution or other approved lender for the
subject property and the purchase price of the
property cannot be more than $30 million.

How EY can help

Our indirect taxes team can assist you with:

» Navigating the complexities of the new tax
reform scheme as applicable to your
circumstances, including how it interacts with
existing Victorian stamp duty and land tax laws

» Understanding your obligations to ensure
compliance with the requirements of the tax
reform scheme

» Considering any other implications for your
commercial arrangements.
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For more information please contact:

Indirect Tax
-
Jodie Fogale Tuyet Nguyen
Tel: +61 2 9248 4426 Tel: +61 2 8295 6282
jodie.fogale®@au.ey.com tuyet.nguyen®au.ey.com

Gary Chiert Hasting Lai
Tel: +61 2 9248 4013 Tel: +61 2 96945 675
gary.chiert@au.ey.com hasting.lai@au.ey.com

, ad

Adam Musgrave Valerie Misa
Tel: +61 29248 5716 Tel: +61 3 8575 6485
adam.musgrave®au.ey.com Vvalerie.misa@au.ey.com
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EY exists to build a better working world, helping
to create long-term value for clients, people and
society and build trust in the capital markets.

Enabled by data and technology, diverse EY teams
in over 150 countries provide trust through
assurance and help clients grow, transform and
operate.

Working across assurance, consulting, law,
strategy, tax and transactions, EY teams ask
better questions to find new answers for the
complex issues facing our world today.

EY refers to the global organization, and may refer to one or
more, of the member firms of Ernst & Young Global Limited, each
of which is a separate legal entity. Ernst & Young Global Limited,
a UK company limited by guarantee, does not provide services to
clients. Information about how EY collects and uses personal
data, and a description of the rights individuals have under data
protection legislation are available via ey.com/privacy. EY
member firms do not practice law where prohibited by local laws.
For more information about our organization, please visit ey.com.

About EYs Tax services

Your business will only succeed if you build it on a strong
foundation and grow it in a sustainable way. At EY, we believe
that managing your tax obligations responsibly and proactively
can make a critical difference. Our global teams of talented
people bring you technical knowledge, business experience and
consistency, all built on our unwavering commitment to quality
service — wherever you are and whatever tax services you need.

We create highly networked teams that can advise on planning,
compliance and reporting and help you maintain constructive tax
authority relationships — wherever you operate. Our technical
networks across the globe can work with you to reduce
inefficiencies, mitigate risk and improve opportunity. Our 50,000
tax professionals, in more than 150 countries, are committed to
giving you the gquality, consistency and customization you need to
support your tax function.

For more information, please visit www.ey.com/au

© 2024 Ernst & Young, Australia.
All Rights Reserved.

Liability limited by a scheme approved under Professional
Standards Legislation.
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This communication provides general information which is
current at the time of production. The information contained in
this communication does not constitute advice and should not be
relied on as such. Professional advice should be sought prior to
any action being taken in reliance on any of the information.
Ernst & Young disclaims all responsibility and liability (including,
without limitation, for any direct or indirect or consequential
costs, loss or damage or loss of profits) arising from anything
done or omitted to be done by any party in reliance, whether
wholly or partially, on any of the information. Any party that
relies on the information does so at its own risk.
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