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A Drop in the Bucket
“The Rudd Government’s proposal to reduce the GST on petrol is a drop in the bucket compared to the GST levied on new homes,” said Mr Scott Woodcock, Chief Executive Officer of the Urban Development Institute of Australia NSW (UDIA NSW).  “In kitchen table economics language, people simply can’t afford the kitchen because of the GST.”

The GST is a tax on a tax.  If the GST on petrol excise was removed it may save 4c a litre.  UDIA NSW’s research shows that if the GST on existing state and local property taxes and charges is removed it would save new homebuyers around $7,000 today,” Mr. Woodcock said.
“In NSW, new homebuyers pay on average $45,000 in GST on a new house and land package.  The Rudd Government has signalled that it is serious about housing affordability.  The GST is the single largest tax payable by new homebuyers.  If the Rudd Government wants to address housing affordability it must look at the one lever the federal government controls: the GST.”
Mr Woodcock said that, “new homebuyers in the growth centres will be charged $23,000 by the state government and $26,000 by local government to contribute toward infrastructure.  One alternative is to return the GST revenue to facilitate the activity which generates the tax.  That is, use it to finance infrastructure.  Multiplied by 160,000 new dwellings in the Growth Centres this equates to GST revenue of over $7 billion, a substantial contribution to the $7.8 billion state infrastructure costs in the growth centres alone.”
Mr Woodcock said, “the double dipping in new homebuyer mortgages has to end.  UDIA NSW has written to the Federal Treasurer The Hon. Wayne Swan MP today asking him to either remove the GST from new homes, hypothecate the GST or at least remove the tax on a tax.”
Mr Woodcock reminded that, “the Government should not forget that its surplus is a product of policies which shifted its debt onto households.  Interest rates would not be so critical if housing prices were not so high and the GST is largely responsible for that.”













(continued)

The average GST payable on the land component of new Sydney home:
	
	Current GST Margin Scheme
	Broadened GST Margin Scheme

	Land Selling Price
	$297,344.00
	$297,344.00

	less
	
	

	Land Acquisition
	$58,824.00
	$58,824.00

	Stamp Duty
	
	$3,325.00

	State and Local Government Levies and Charges (SIC, S73, S94 etc)  
	
	$70,530.00

	Total
	$238,520.00
	$164,755.00

	GST Payable
	$21,683.64
	$14,977.73

	GST paid on State and Local Taxes and Levies
	$6,705.91
	0
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