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LAND TAX ASSESSMENT BILL 2001 
Second Reading - Cognate Debate 

Resumed from an earlier stage of the sitting. 

MR RIPPER (Belmont - Treasurer) [3.36 pm]:  I thank opposition members for the speedy way in which they 
have dealt with this legislation.  We are not dealing with new policy; we are dealing with a rewrite of the land 
tax Bills in order to accommodate the creation of a separate tax administration Bill with common administrative 
procedures and powers and rights for all the major taxation legislation.   

During the debate a number of questions were raised about the applicability of land tax to land that is used for 
rural businesses.  A number of interesting questions were asked.  We need to go into the consideration in detail 
stage for a brief period.  That means that advisers will be present in the House.  If opposition members have an 
interest, some of those questions could be dealt with then.  The issues relate to clause 29 of the Land Tax 
Assessment Bill 2001, which reads - 

(1) Land (except land in a non-rural zone) is exempt for an assessment year if, at midnight on 30 
June in the previous financial year, it is or was used solely or principally on a commercial 
basis to produce income to the user from the sale of produce or stock in the course of carrying 
out one or more of the following kinds of rural business - 

(a) an agricultural business, silvicultural business or reafforestation business; 

(b) a grazing business, horse-breeding business, horticultural business, 
viticultural business, apicultural business, pig-raising business or poultry 
farming business.  

Mr Barnett:  I have been elsewhere, but I presume you are answering questions in respect of rural businesses. 

Mr RIPPER:  Yes, rural businesses and the primary production exemption to land tax.  It is covered by clause 29 
of the Land Tax Assessment Bill 2001.  It is useful to look at the clause.  We will go into consideration in detail 
of the Bill, albeit formally, which will provide an opportunity for questions to be asked on clause 29.  Basically, 
clause 29 exempts land in a non-rural zone from land tax if the land is used for those defined businesses.  Of 
course, some land in non-rural zones is also used for rural businesses.  Some land in the metropolitan area is 
used for rural businesses.  Also, some land in the country is not zoned rural but is nevertheless used for rural 
businesses.  In those circumstances the primary production exemption from land tax still applies, provided that 
more than one-third of the owner’s total income for the previous financial year was derived from the owner’s 
carrying out a business or businesses of that kind in the State.   

Mr Barnett:  What are my chances of getting a special exemption for my 17 cows? 

Mr RIPPER:  I am not equipped to offer tax advice and neither should I. 

Mr Barnett:  They are very good cows, they are stud Angus.   

Mr RIPPER:  Even if I did offer tax advice, it would not hold with the Commissioner of State Revenue to 
disagree with my interpretation of the legislation.  However, I can proffer the observation that it depends partly 
on the zoning of the land.  If the land on which an agricultural business is conducted is zoned rural, it is exempt 
from land tax.  It does not have to be a successful business.  I did not presume that the Leader of the Opposition 
was running a successful business, but just a business. 

Mr Barnett:  I have proud cows! 

Mr RIPPER:  However, if the land is zoned non-rural, the business would have to be successful enough for more 
than one-third of the total income to be derived from the business. 

Mr Barnett:  This provision would relate to my situation but I am not concerned for that reason.  If the land on 
which a business activity, such as dog kennels or dog breeding, is conducted is zoned rural, is a distinction made 
between the residence on that property and the total value of the property?  Often rural land is not as valuable as 
city land, but the valuable asset on it may be the residence rather than the surrounding paddocks. 

Mr RIPPER:  I understand that the residence will not count but the unimproved land will be assessed as a parcel.  
If it is used for a business of the right kind for the purpose of the legislation, it does not matter that there is also a 
house on it. 

Mr Barnett:  I have been advised that if dogs are bred on a portion of a rural block, that part of it would be liable 
for land tax but not the land on which a residence sits.  That is an extraordinary distinction to make.  The whole 
land should be either in or out. 
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Mr RIPPER:  I shall get some further advice on that technicality.  A dog kennel operation is not an agricultural 
business, but a dog breeding operation may be an agricultural business. 

Mr Barnett:  Will the minister answer my other example about milk production compared with cheese 
production and vineyards compared with wine production? 

Mr RIPPER:  I do not have definite advice on that.  However, I will get further advice on that clause when we 
consider the Bill in detail.  A further observation is that the 50 per cent land tax concession may apply to people 
who operate a rural business on non-rural zoned land and who do not meet the one-third income test.  Those 
three observations need to be taken into account. Given the nature of the debate, it would be better to go to the 
consideration in detail stage when these questions about primary production exemption can be pursued in a little 
more detail. 

Mr Barnett:  Although I used my own situation as an example, I place on the record that I do not disagree with 
the notion of land tax being payable on rural land that is used primarily for holiday purposes and on which there 
may be an agricultural pursuit that does not result in a high proportion of income.  However, there is a lack of 
clarity about which part of the property will be subject to land tax and how it will be assessed.  I am concerned 
about people whose principal place of residence is on rural zoned land, whose other activities are quasi-rural or 
not rural and who may be assessed for land tax.  These could be bed and breakfast and farm stay properties.  I 
have gleaned from people who have contacted me over this issue that there is a lack of clarity about the Bill.  If it 
cannot be resolved properly, I would appreciate considered correspondence from the Treasurer to explain those 
situations to people who, like me, own rural land essentially as a holiday place but with some agricultural 
development; to people who live on rural land with some agricultural development but with other activities such 
as kennels or maybe non-agricultural development; and to people who produce on their land milk as distinct 
from cheese, or grapes as distinct from wine.  If the Treasurer cannot answer that today, I would appreciate 
receiving some advice on it. 

Mr RIPPER:  I would be happy to answer that issue.  I would also be prepared, if interest groups have concerns 
about the issue, to facilitate a meeting between those groups and the Commissioner of State Revenue, or an 
appropriate officer, to discuss the way in which the legislation will be applied and answer any difficulties that 
people see in those grey areas. 

Mr Barnett:  People have been asked to draw maps of their places indicating the rural, domestic and non-rural 
areas.  Often the values fall below the $50 000 limit, so those people may not ultimately pay land tax.  I will ask 
some questions when the Treasurer’s advisers are in the Chamber; however, it is better that they give considered 
advice to the Treasurer who can pass that advice on to me. 

Mr Bradshaw:  The Treasurer was distracted when I made my contribution to the second reading debate.  I 
referred to the high increase in land tax for people with holiday homes in Busselton and the drastic effect the tax 
will have on the viability of those businesses to provide low-cost holiday accommodation.  The Government 
should consider those issues and try to accommodate those people in the amount of land tax being imposed on 
them. 

Mr RIPPER:  The Government is involved in discussions with the people who have a grievance on that matter.  
A possible solution is to provide a special zoning for low-cost holiday accommodation.  That would have two 
effects for the owners of land: first, it would reduce the growth in value of the land, which the owner probably 
would not like; and, secondly, the reduction in the growth in value would reduce the applicable land tax.  If the 
owner of such a property intended to continue operating low-cost holiday accommodation into the foreseeable 
future, the owner may be prepared to tolerate a reduction in the ultimate land value growth in return for a 
reduction in land tax liability. 

Mr Bradshaw:  The current system will drive those people into eventually subdividing the land, thereby making 
it unavailable for holiday resorts.  That is the wrong way to go. 

Mr RIPPER:  Usually the consequence of land tax is seen to be a good thing because it produces the highest and 
best use of the land.  However, in these circumstances it may have the effect of removing low-cost holiday 
opportunities on that section of the coast. 

Mr Bradshaw:  Yes, and make it harder for people to get close to the ocean for their holidays. 

Mr RIPPER:  These are consequences of the south west’s increasing popularity.  We can deal with that issue 
through the zoning proposal to which I referred.  It would be a good thing also if the Government were able to 
reduce the pace at which the increase in land values drives land properties through the tax brackets.  People not 
only get an increase in land tax as a result of an increase in land values but also the land passes through another 
threshold that increases the tax even more.  I now commend the Bill to the House.  

Question put and passed. 
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Bill read a second time.  

Consideration in Detail 
Clauses 1 to 12 put and passed. 

Clause 13:  Calculating the unimproved value of part of a lot - 
Mr ANDREWS:  I am aware of the time and I know that the Leader of the Opposition wishes to ask some more 
questions, so I will be brief.  I wish to follow up a couple of the points raised by the Leader of the Opposition.  
There are two kennel zones in my electorate - in Canning Vale and Southern River.  The Southern River kennel 
zone typically contains properties that have an area of between 4 000 and 5 000 square metres.  The residents of 
that area were recently asked to provide mud maps of their properties to the Office of State Revenue.  That has 
caused some concern.  Those properties often have mixed uses.  I needed to point that out and to seek 
clarification of the clause.  In name, many of those properties are commercial properties; however, they do not 
meet the income threshold for commercial properties.  The Australian Taxation Office deems most of them to be 
hobby properties.  If they have been knocked back as legitimate businesses, could the areas in which those 
people keep dogs, kennels or catteries be exempted from the assessment, based on the concept that they are part 
of the residential area of the land?  There is a lack of clarity about what constitutes the unimproved and 
improved parts of a property.  It is unclear to my constituents what constitutes the residential part of their 
properties.  Am I correct in saying that there is a $10 000 threshold for the non-improved value of a property, 
below which the tax cannot be applied?  

Mr Ripper:  It is $10 000 at the moment but will increase to $50 000 for the next round of assessments.   

Mr ANDREWS:  That is an excellent move, because it will probably exclude many of the properties in my 
electorate.  I ask the Treasurer to give some assurance that consideration will be given to the identification of 
areas of properties that can be regarded as semi-commercial and truly commercial, and that the areas that are not 
truly commercial be assessed as part of the residential area of the property.  

Mr RIPPER:  My advice is that clause 13 relates to clause 8(1)(b) of the Bill, which in turn relates to land that is 
leased from the Crown.  This might not be the part of the legislation that is causing grief to the member for 
Southern River’s constituents.   

Time is getting on and a series of technical questions are being asked.  I will undertake to write to the member 
for Southern River and the Leader of the Opposition in order to deal with the questions that have arisen in this 
debate.  However, I make the assurance that the legislation has not been changed in any way.  The State 
Government is not following some new strategy to raise additional revenue.  The existing law is being acted 
upon.  The Office of State Revenue needs to determine how the law will apply to particular properties and who is 
eligible for exemptions and so on.  The decision in the previous budget to change the land tax scales and to raise 
the threshold below which no land tax is payable from $10 000 to $50 000 might well deal with a number of the 
circumstances that have caused some concern to the constituents of the member for Southern River.  I have put 
on the record my undertaking to write also to the Leader of the Opposition. 

Mr Barnett:  Is that on rural issues and the kennel example?  

Mr RIPPER:  We should probably make clear the issues about which the Leader of the Opposition wants me to 
write to him.  My understanding is that he seeks clarification of the applicability of land tax legislation on rural 
land that is mainly used as a second residence or a holiday residence. 

Mr Barnett:  My question related to small rural properties that have a second or primary residence and which 
might involve some primary activity.   

Mr RIPPER:  The Leader of the Opposition seeks clarification about rural land where rural activity is or is not 
occurring and where there is a secondary or primary residence, and all combinations of those factors.  The 
second set of questions relates to rural land that has a residence and where both rural and semi-manufacturing 
activities are occurring.  A question was also raised about farm stay properties and how they fall within the land 
tax net. 

Mr Barnett:  Or a farm that operates farm stay accommodation as a small part of its overall income but 
nonetheless is a legitimate part of its business.  

Mr RIPPER:  I need to also deal with the kennel example, so that the member for Southern River’s constituents 
can be provided with information.  The dog breeding versus dog kennel situation probably also needs to be dealt 
with.  The Government is here to please.  The Office of State Revenue will assist me in responding to these 
subtle and complex inquiries.  I want to make sure that I have the field covered. 

Mr Barnett:  I am sure you will be able to do that.  I appreciate your undertaking.   
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Clause put and passed. 

Clauses 14 to 46 put and passed. 

Title put and passed.   
[Quorum formed.] 
 


