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Land Tax Indexation Factors

The State Taxation Legislation (Further Amendment) Act 2002 brings into operation an indexation factor, which will replace the equalisation factor as a means of adjusting the municipal site valuation when used for land tax purposes.

The Valuer-General will calculate the Indexation Factor. The factor for each municipality will represent, in the opinion of the Valuer-General, half the percentage movement in the aggregate site value of taxable land, between the general valuation which is in use for land tax and the next general valuation returned by the municipality. The factor will be multipled by the site value returned for the property to provide the valuation on which land tax will be calculated.

In practical terms this means that the indexation factor will be applied in the second year that the State Revenue Office uses a general valuation for land tax.

To illustrate how this would work the following examples are provided.

· For land tax in 2002, the 2000 general valuation has been used. These valuations have not been indexed. 

· For land tax in 2003, it is proposed that the 2000 valuations will be adjusted to reflect half the average movement in property values for taxable properties ( that is commercial and industrial properties and land which is not eligible for principal residence exemption) between the 2000 general valuation and the valuation returned to Councils in 2002.

· For land tax in 2004, the 2002 general valuation will be used without indexation.

· For land tax in 2005, the 2002 valuations will be adjusted to reflect half the average movement in property values for taxable properties between the 2002 general valuation and the valuation returned to Councils in 2004.

The Government may choose not to apply an indexation factor to the valuation in the second year of use.

The indexation factor, will differ from the equalisation factor in the following ways:

· It will be based on actual valuation data, rather than estimates;

· It will approximate the average movement between two actual municipal valuations and smooth out fluctuations in land tax liability;

· It will remove non-taxable properties from the calculation, to overcome these valuations distorting the average movement.

The indexation factor will be prescribed by Regulation and is not be subject to objection or appeal. 

Landowners should note that the site value of land returned at the 2002 council general valuation, which will appear on council rate notices for 2002 and 2003, would be used for land tax in 2004 and 2005.  There is no right of objection or appeal to a council valuation arising from its use land tax.  Therefore, any objections against the 2002 general level of valuation must be made to local councils within the time limits prescribed under the Valuation of Land Act 1961.
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