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Important information

Pitcher Partners Advisors Proprietary Limited

This presentation (‘Presentation’) has been produced by Pitcher Partners Advisors Proprietary Limited and has been prepared for informational and discussion purposes only. The
information provided in this document is of a general nature and has been prepared without taking into account your objectives, circumstances, financial situation or particular
needs. This Presentation does not constitute personal advice.

This Presentation has been prepared by us in the ordinary course of our profession. In providing this Presentation, we are not purporting to act as solicitors or provide legal advice.
Appropriate advice should be sought prior to acting on anything contained in this Presentation or implementing any transaction or arrangement that may be referred to in this
Presentation.

Information contained within this Presentation is based on the relevant law and its interpretations by relevant authorities as it stands at the time the information is provided. Any
changes or modifications to the law and/or its interpretation after this time could affect the information we have provided.

This Presentation, or any part thereof, must not be distributed, copied, used, or relied on by any person, without our prior written consent.

To the maximum extent permitted by law, Pitcher Partners will not be liable for any loss, damage, liability or claim whatsoever suffered or incurred by any person arising directly or
indirectly out of the use or reliance on the information contained within this Presentation.

Pitcher Partners is an independent member of Baker Tilly International. Baker Tilly International Limited is an English company. Baker Tilly International provides no professional
services to clients. Each member firm is a separate and independent legal entity, and each describes itself as such. Pitcher Partners is not Baker Tilly International’s agent and
does not have the authority to bind Baker Tilly International or act on Baker Tilly’s behalf. None of Baker Tilly International, Pitcher Partners, not any of the other member firms of
Baker Tilly International have any liability for each other’s acts or omissions. The name Baker Tilly and its associated logo is used under license from Baker Tilly International
Limited.

Pitcher Partners is an association of independent firms.

Any trademarks, logos, and service marks contained herein may be the registered and unregistered trademarks of their respective owners. Nothing contained herein should be
construed as granting by implication, or otherwise, any license or right to use any trademark displayed without the written permission of the owner.

Liability limited by a scheme approved under Professional Standards Legislation.
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Status of CIPT legislation

Background
Bill passed in both
houses of Victorian
Parliament
Royal Assent received
21 May 2024
May Dec 20 Mar 22 May
2023 2023 2024 2024
* O ¢ *
1st announced Details Bill introduced
In Victorian Government’s announced Commercial and Industrial
2023-2024 State Budget Victorian Property Tax Reform Bill
Government 2024 introduced into
released Victorian Parliament

further details



Operation of the CIPT regime

© Pitcher Partners. All rights reserved. Pitcher Partners is a national association of independent firms.



1 July 2024

Commencement date
of CIPT regime

CIPT will eventually replace stamp duty on transactions involving
qualifying commercial and industrial property

But does not apply to dutiable transactions and relevant acquisitions

made pursuant to an agreement or arrangement that were entered
Into before 1 Jul 2024

© Pitcher Partners. All rights reserved. Pitcher Partners is a national association of independent firms. 6



Relevant land

Commercial and industrial property

under the

Australian Valuation Property Classification Code (AVPCC) and certain student accommodation

- Land must be allocated at least one AVPCC in the following ranges
<>

200-499 600-699

Once land enters the CIPT regime, it becomes tax reform scheme land and
IS subject to CIPT after 10 years provided the land continues to have a qualifying use



AVPCC 320 : General Purpose Warehouse

AVPCC 310 Description General Purpose Factory AVPCC 320: General Purpose Warehouse

eral Pu

AVPCC 310

Land must be allocated at least one AVPCC in the following ranges:

200-499 600-699

© Pitcher Partners. All rights reserved. Pitcher Partners is a national association of independent firms. 8



Rates of CIPT

(n)

General
rate

1% of taxable

value of land
site (unimproved) value

(n):

Build to rent (BTR)
rate

0.5% of taxable
value of land

Only applies to land eligible for
BTR land tax concession or
exemption from Absentee
Owner Surcharge

&

Foreign owners
Regional Victoria

Same as general rate

No additional foreign surcharge
specifically for CIPT

No reduction of rate for properties
in regional Victoria



The previous announcement and the BiIll

Important difference

Previous guidance Position in Bill
Commercial and Once duty paid one final time after Duty may continue to be
Industrial Property 1 Jul 2024, all subsequent chargeable where:
Tax Reform transactions of that property . land has entered the CIPT
would be exempt from duty if regime through a transaction
INFORMATION SHEET the prgpgrty Contmueq to have involving a less than 100%
a qualifying commercial or interest in the land

industrial use . , :
 following the land’s entry into the

CIPT regime, further transaction
occurs Iin relation to an interest in
the land that is different from the
interest that resulted in the land
entering the CIPT regime

for a period of 3 years or
until duty has been fully assessed on the land, whichever occurs first




Example of ongoing duty liability

Purchases 100% of the land
from Persons A and B

* Duty chargeable on
20% interest

« 80% interest exempt

G from duty
1 July 2027

¢ | 4
. 1 Jan 2026 ' 1 Jan 2027 ¢
Person B Person B
Acquires 50% interest in industrial land » Acquires a further 30% interest
- Entry transaction in the land
» Duty chargeable on 30% interest

 Tax reform scheme land

» Duty chargeable on 50% interest Person A

Person A Owner of remaining 20% interest

Owner of remaining 50% interest



Entry into the CIPT regime

© Pitcher Partners. All rights reserved. Pitcher Partners is a national association of independent firms.



Entry into the CIPT regime

Land enters the CIPT regime if any of the following occur in respect of the land on or after 1 July 2024:

S o= |z

an entry an entry an entry
transaction consolidation subdivision



Entry transactions

Entry transaction

Qualifying interest + Qualifying use +
Qualifying dutiable transaction / relevant acquisition

Transaction involves a qualifying interest in land of 50% or more (standalone or aggregated)
Land has a qualifying use (relevant AVPCC or eligible student accommodation)

A qualifying dutiable transaction or qualifying relevant acquisition that triggers a duty liability

S (B O &

Dutiable transaction not In relation to certain estates Not exempt from duty Not eligible for the 90%
a lease duty or economic or interests in land corporate reconstruction or
entitlement duty transaction consolidation concession



QUALIFIES FOR CIPT REGIONAL DUTY

Entry transactions

TRANSFER YES YES

Example 1 — Transfer of interest in land

On 10 Jul 2024 Trust A

enters contract of sale to buy

60% of Bendigo supermarket Settlement on 10 Oct 2024
from unrelated Trust B CIPT entry date

10 Jul 2024 10 Oct 2024
L g ¢

Acquisition of 60% interest in land = qualifying interest

Entry

AVPCC 214.2 (supermarket) = qualifying use _
transaction

A dutiable transfer of 60% and no duty exemption or restructure
concession = qualifying dutiable transaction

X



QUALIFIES FOR CIPT REGIONAL DUTY

Entry transactions

PURCHASE YES NO

Example 2 — Transfer of units in unit trust

Transfer of 50% of units in LUT

* 50% interest = qualifying interest
in land

Contract for sale of 50% of units
(settles on 15 Feb 2025)

Quality Growth
« AVPCC 214.2 (supermarket) Assets CIPT entry date Investments

= qualifying use Trust (QAT) Trust (GIT)

* Relevant acquisition in a landholder
and no duty exemption or
restructure concession = qualifying
landholder transaction

 Hence an entry transaction L andholder @

» GIT pays full duty on acquisition of Unit Trust _
units. Regional duty concession (LUT) Bend|g(|)< t
not available supermarke

100% units




Aggregation of interests

For determination of qualifying interest of 50% or more

01 02 03

Same / associated persons Section 24 aggregation Landholder — relevant
Two or more qualifying dutiable Two or more qualifying dutiable acquisitions
transactions occur within a 3 year transactions aggregated under Two or more qualifying landholder
AND (Vic) period
the transferee under each dutiable E.g. multiple transfers of land from a AND
. vendor to a purchaser where the contracts
transaction Is the same person of sale were entered into within 12 months a relevant acquisition is made in the
OR of each other same landholder under each

the transferees are associated gualifying landholder transaction

persons AND

the relevant acquisitions are made
by the same person or associated
persons

\4



Aggregation of interests over time

Example 3 — Transfers of multiple interests in property over time

Unit Trusts A1 and A2 are members

of the same tax consolidated group |

Transfer of 25% interest in an office Transfer of 25% interest in the same
owned by Vendor to Unit Trust Al property from Vendor to Unit Trust A2
‘Aug 2024 .27 2026 CIPT entry date

Transfers aggregated to form a qualifying interest of 50%
Transfers occur within 3 years of each other

Unit Trusts A1 and A2 are associated persons as members of the same tax consolidated group

Transfer to Unit Trust A2 is entry transaction that causes property to enter the CIPT regime




Entry into CIPT regime

Entry consolidations

A consolidation of land is an entry consolidation if:

Land is consolidated with tax reform scheme 50% or more of the area of the consolidated
land (land that had entered the CIPT regime) land is tax reform scheme land

The enters the tax reform scheme on the first date land

forming part of the consolidation had entered the CIPT regime




Entry into CIPT regime

Example 4 — Entry consolidations

Parcel 1 Parcel 2 Parcel 3

Entered Entered Has not
CIPT regime | CIPT regime | entered

CIPT regime

.1 Jan 2025 1 Jan 2026 1 Aug 2026

4

All three parcels consolidated on 1 Aug 2026

Entry date for consolidated land 1 Jan 2025



Entry into CIPT regime

Entry subdivisions

A subdivision of land is an entry subdivision
If the land that is subdivided is tax reform
scheme land

The entry date for the subdivided land is the
date that the land (pre-subdivision) entered the
tax reform scheme




Paying the duty on the transaction
that brings land into CIPT regime

© Pitcher Partners. All rights reserved. Pitcher Partners is a national association of independent firms.



Payment of duty

Option of paying upfront or via transition loan from government

can pay upfront or take out
a transition loan from the Treasury Corporation of Victoria
for the duty on the transaction that brings the land into the CIPT regime

Only available for direct Loan secured by a first No obligation for a transition
property transfers, not ranking statutory charge on loan to be provided even if
landholder acquisitions the property eligibility criteria is satisfied



Transition loans
Eligibility criteria

\/ Transaction is a dutiable transaction in V Joint purchasers may jointly apply for
relation to land with qualifying use the transition loan

\/ Australian citizen or permanent resident x Foreign purchasers not eligible
or an Australian business (organisation,
company, trustee, partnership or other x
body/entity)

Transition
loan

Self-managed superannuation funds
not eligible

\/ Applicant is approved for finance from
an APRA-regulated authorised deposit
taking institution* or registered financial
corporation with AFSL

Applicant not eligible if engaged in
X prohibited activities or under external
administration or subject to petition for
bankruptcy, wind up, dissolution or
deregistration, or subject to adverse
V Purchase price does not findings by a government agency
exceed $30m or council

*excluding restricted ADIs and providers of purchased payment facilities



Transition loans

Design features

% Principal is up to full amount of
duty payable

—> 10 year term from date of settlement
with 10 equal annual repayments

Transition comprising the principal and interest

loan
9 Sale of property, exit of property from
CIPT regime, failure to make payment
when due are events that will trigger
repayment of loan in full

% Loan cannot be novated or transferred
to a subsequent purchaser

9

9

Fixed interest for term of loan with
Interest determined at start of the loan

Fixed interest rate comprise the
aggregate of:

* abase rate based off TCV’s yield
curve which changes over time

 amargin determined by the
Treasurer per financial year

— margin is 2.25% for 2024-25

Default interest rate is 2% plus
fixed interest rate



Subsequent dealings in land
after entering CIPT regime

© Pitcher Partners. All rights reserved. Pitcher Partners is a national association of independent firms.



Subsequent dealings in land

Exemptions from transfer duty and landholder duty

that apply once land is tax reform scheme land that is within the CIPT regime

— X
+=

Exemptions ensure that
once land has fully entered
the CIPT regime, duty is no
longer payable in relation
to the land

&

Duty may continue to

apply to parts of the land
that were not subject of an
entry transaction for 3 years
following the initial

entry transaction

The exemptions do not
currently apply to dutiable
leases, or the acquisition of
an economic entitlement

We understand that

the intention was for the
duty exemptions to also
apply to dealings in dutiable
leases and the acquisition
of an economic entitlement

Treasury has advised
that there will be an
amendment to rectify
this issue



Subsequent dealings in land

Exemption from transfer duty

For a tax reform scheme transaction, the transaction will be eligible for
an exemption from duty in the following circumstances

If transaction occurs at least If entry interest for the land If land that is the subject of

3 years after the subject land that is subject to the transaction the transaction is the same or

became tax reform scheme land (including any further interest substantially the same as either
that was obtained) was a or both the entry interest for the
100% interest land and any further interest

acquired in the land before the
tax reform scheme transaction



Subsequent dealings in land

Example 4 — Transfer duty exemption

B Co takes a transfer of C Co takes a transfer of D Co takes transfer of
a 50% interest in land a 25% interest in the entire land from
from A Co same land from A Co A Co,B Co and C Co
Entry transaction Tax reform scheme Tax reform scheme
Tax reform scheme land land transaction land transaction
Dec 2024 Jul 2025 Jan 2026

L 2 . 4 . 4

Transfer Duty payable?

Transfer of 50% interest to B Co Yes

Transfer of 25% interest to C Co Yes

\4

Transfer of 100% interest to D Co




Subsequent dealings in land
Exemption from landholder duty

of shares or units in a landholder

whose landholdings are comprised wholly or partly of tax reform scheme land,
and the land has a qualifying use on the date of the relevant acquisition

Value of the tax reform scheme land to be excluded from the landholder duty calculation where

PXaN |E2 o

Relevant acquisition occurs on Entry interest for the land Entry interest and any further
a date that is at least 3 years was a 100% interest interest acquired before the
after the date of the relevant relevant acquisition amounts to
entry transaction for the land 100% interest



Subsequent dealings in land
Example 5 — Landholder duty exemption

Holds remaining
1 Sep 2025 50% interest 1 Jan 2026

Acquires 50% interest Acquires 100% interest
qualifying interest tax reform scheme transaction

entry transaction

Landholder

Date of acquisition Interest in land Duty payable?
A Co 1 Sep 2025 50% Yes
B Co 50% NA
C Co 1 Jan 2026 50% from A Co & 50% from B Co Yes on 50% from B Co with remaining 50% exempt

\4



Subsequent dealings in land

Example 6 — In context of Subdivisions

Person A Person B
1 March 2025 15 August 2025
Acquires 100% interest Acquires all 4 lots x No duty
chargeable
\
Subdivides

it into 4 lots
A\ AN AN ANYXAN

Land Land Land Land Land



Mixed use land and
change of use duty

© Pitcher Partners. All rights reserved. Pitcher Partners is a national association of independent firms.



Qualifying use of land

All AVPCC'’s are in the following ranges OR At least 1 AVPCC is in the following ranges

200-499 600-699 200-499 600-699

AND

Land is used solely or primarily for a use
described in the qualifying AVPCC range(s)




Change of use duty

Liability for CIPT

The owner of land that is within the CIPT regime may be subject to
change of use duty liability in circumstances where

(] i PN

Full or partial There is a change of The land no longer Transferee under
exemption from duty use of the tax reform has a qualifying use dutiable transaction
applied to dutiable scheme land continues to hold
transaction an interest

Duty is payable on the previous transaction that was fully or partly exempt from duty
to the extent that the transferee continues to hold an interest in the land following the change of use

Amount of duty is reduced by 10% for each calendar year that has elapsed
since the date the taxpayer acquired the land




Change of use duty

Example 7 — change of use of land

15 Jul 2027 B Co informs SRO

A Co takes B Co identifies B Co takes transfer B Co starts
transfer of that land could of commercial building the of change of use
commercial building be redeveloped building apartments SRO informs Valuer-General’s
Duty payable on into apartments Transfer exempt office of change of use
transfer from duty Rates notice issued for 2028
Aug 2024 Mar 2025 Jul 2025 Jul 2027 Allggzics AP @ D0
== = 4 - <> - (Residential development site)
1 Jul 2025 to to land
30 June 2027 SRO issues assessment to

B Co works to obtain B Co for change of use duty

planning permit for

residential
development Duty that would have been

payable on transfer to B Co
less 30% discount (3 calendar
years have elapsed since B Co
acquired land)

Change of use duty liability



Other key aspects

including disclosure, objections and notifications

Pitcher Partners. All rights reserved. Pitcher Partners is a national association of independent firms.



Other key aspects

[0 22 AN {3

Payable by CIPT does not Unpaid CIPT is first Property clearance
land’s owner replace land tax charge on the land certificate protects
bona fide purchaser

& S ® X

New anti-avoidance Cannot be passed Sale price <$10m If land owner does not pay

provisions apply on to tenant under vendor is prohibited CIPT liability, SRO can
residential rental from recovering CIPT serve notice on lessee,
agreement or lease under mortgagee or occupier
Retail Leases Act requiring them to pay

outstanding CIPT



Disclosure

Documentation required

& =

CIPT property clearance certificate Section 32 statement
Will protect a bona fide purchaser from any amount of Additional financial information to be included in section
CIPT (including any interest and penalty tax) in excess 32 vendor’s statement including:
of the amount set out in the certificate » Whether the land is tax reform scheme land. And if
* Issued by Commissioner of State Revenue yes, its entry date into the CIPT regime
* Includes disclosure of any CIPT due and unpaid « The AVPCC most recently allocated to the land
on the land

* Will also state whether the land is tax reform scheme
land and if yes, when it became subject to CIPT



Objections

May object against a valuation made for or on behalf of the
Commissioner and used by the Commissioner for the
assessment of CIPT

Grounds of objection include that the AVPCC allocated to
the land is not correctly stated in the notice of valuation or
assessment notice

Must generally be lodged within 2 months after the
notice of valuation is given




Notifications

A person who is served with a notice of assessment for CIPT
must notify the Commissioner of any error or omission in the
notice relating to:

» Any tax reform scheme land owned by the person that
has a qualifying use at that time and is not specified in the
notice

« Any land specified in the notice as not subject to CIPT

Must also notify the Commissioner

o of use with reference to its AVPCC allocation

« that results in land no longer having a qualifying use

« that results in land having a qualifying use




Key takeaways

Victoria’s new CIPT regime

2

Key dates Maintain audit trail
Commencement date Increased importance
of 1 July 2024 of maintaining detailed

records of dealings in
Victorian land

o)

Transition loan

The government-
facilitated transition
loan to pay the duty

Property market

Structure of CIPT
regime likely to create
a 2-tier market



&A

If you have a question, raise your hand and
we’ll come to you.

Once you have the microphone, please
introduce yourself with your name and
place of work.

© Pitcher Partners. All rights reserved. Pitcher Partners is a national association of independent firms. 43



LContact us

Craig Whatman
Partner

p +61 3 86105617

e Craig.Whatman@pitcher.com.au

Irina Tan

Partner

p +61 38612 9318

e Irina. Tan@pitcher.com.au

Article
Victoria’s new
commercial
and industrial
property tax
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