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L and Rent Bill 2008
Summary

The Land Rent Act 2008 is an act to provide for the rental of a single dwelling house
lease granted by the planning and land authority, to a person other than aterritory
authority.

Overview

The Government announced the Affordable Housing Action Plan on 12 April 2007. The
Action Plan included, among other initiatives, the introduction of aland rent scheme
targeted at individual private households who will be owner-occupiers. The land rent
scheme will allow €ligible people to access home ownership by reducing the upfront costs
of financing the purchase of land and construction of a home on that land.

Initially access to the scheme is restricted to people on low to moderate incomes who
meet eligibility for the discount rate of rent. After an initial period the scheme may be
extended to other people who will pay the standard rate. The scheme has been designed
to be flexible and allow households to move between the two rates as their circumstances
change.

To protect households from large rental increases due to increases in unimproved land
values rent increases will be capped.

The scheme has been designed to allow households to purchase the land at any time by
applying to the planning and land authority for a variation of the lease to reduce the land
rent payable to anominal rent.

Commencement Date

ThisBill will commence on a day fixed by the Minister by written notice.

Details of the Bill

Details of the Bill are attached.

%
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Details of the L and Rent Bill 2008

Part 1 Preliminary

Clauses 1-4 name the Act the Land Rent Act 2008, give the commencement date as a date
fixed by the Minister and provide that the dictionary contains definitions of important
terms used in the Act. All notesin thislegislation are explanatory and not part of the Act.

Clause 5 provides that the Act applies to asingle dwelling house lease granted by the
planning and land authority. Initially, it will only apply to those |eases where the lesseeis
eligible for discounted land rent. From 31 December 2008, the Land Rent Act may apply
to any single dwelling house leases granted by the planning and land authority other than
to a Territory Authority. Prior to this date another date may be fixed by regulation.

Clause 6 states that the Land Rent Act 2008 is atax law under the Taxation
Administration Act 1999 (TAA) and is subject to its provisions about the administration
and enforcement of tax laws generaly asif land rent were atax and the |essee a taxpayer
(see Schedule 1 Part 1.4). Section 25 (Interest in relation to tax defaults), Division 5.2
(Penalty Tax) and section 110 (Interest payable on amounts to be paid by taxpayer) of the
TAA do not apply, as non payment of land rent is not taken to be atax default.

Part 2 Land rent —lease

Clause 7 alows an applicant for the grant of alease to apply to the planning and land
authority to pay land rent where the planning and land authority has invited applications
for the ballot or direct sale of a single dwelling house lease that may be subject to the
condition that the lessee pays land rent for the lease. If the application isin accordance
with the regulations the lease must be granted subject to the condition that land rent is
payable and it must indicate that it isaland rent lease.

Clause 8 (1) sets the amount of rent payable by alessee for the year that the lease isfirst
granted. The amount of rent is a percentage of the unimproved land value of the relevant
parcel of land and can either be a discounted land rent if the lesseeis eligible, or the
standard land rent, if the lessee is not eligible for the discounted land rent.

Clause 8 (2) sets the amount of land rent payable by alessee for the second and
subsequent years.

Clause 8 (2) (a) if eligible for the discounted land rent, then the amount is the lesser of:
(i) thediscount percentage of the unimproved land value of the lease; and
(i)  theamount payablein the previous year at the discounted percentage,
increased by the relevant percentage. The relevant percentage caps the
increase to protect households from large rental increases due to increases
attributed to unimproved land values.

Clause 8 (2) (b) if not eligible for the discounted land rent, then the amount is the lesser
of:
(i) thestandard percentage of the unimproved land value of the lease; and
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(i)  theamount payablein the previous year at the standard percentage, increased
by the relevant percentage.

Clause 8 (2) (c) if the lessee was previoudly ineligible for the discounted land rent and
becomes eligible for discounted land rent for the year, then the amount is the lesser of:
(i)  thediscount percentage of the unimproved land value of the lease for the year;
and
(i)  theamount payable in the previous year without the discount increased by the
relevant percentage multiplied by the discounted percentage and divided by
the standard percentage.

Clause 8(3) provides definitions relevant to section 8.

Part 3 Land rent — discount

Clause 9 defines the meaning of ‘lessee’ for Part 3 of the act to include a person proposed
to bealessee. Thiswill allow aperson to apply to the commissioner prior to the grant of
the lease.

Clause 10 states that an application for discounted land rent must be made to the
commissioner. The application must include evidence of income for each lessee for the
year before the application is made, and for the year that the application is made. Details
of any real property owned by each lessee must also be provided. An application for
discounted rent may be made before the grant of the lease or at any time during the term
of the lease.

Clause 11 (1) providesthe eligibility criteriafor adiscounted land rent. The criteriaare:
(a) no lessee may own any other real property, including rural, residential or
commercial real property; and
(b) the total income of all of the lessees does not exceed the total income threshold
amount (set by disallowable instrument); and
(c) if acertificate of occupancy has been issued, at least one of the lessees of the land
rent lease must live on the parcel of land under the land rent lease.

Clause 12 provides that the commissioner must either grant or refuse an application for
discounted land rent on receipt of an application under section 10 (Discount-application)
and give written notice of that decision. If the application for discounted land rent is
refused, then the written notice must state the reasons for refusal. 1f a discount is granted
during the term of an existing lease, then the discounted land rent will commence from
the start of the next year.

Clause 13 provides for applications for discounted land rent under section 10, where a
lessee has requested that the discount be applied from the time of the application, rather
than the start of the next year, where the continued payment of standard land rent will
cause substantial financial hardship. Such applications require the lessee to provide
details of the substantial financial hardship. If the commissioner approves the application,
the discount must be applied from the date of application. If the commissioner refuses the
application, the commissioner must give written notice of the reason for refusing the
application.
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Clause 14 (1) provides that this section relates only to lessees that are already paying
discounted land rent in ayear.

Clause 14 (2) provides that the lessee of aland rent lease must tell the commissioner if:
(a) any lessee become the owner of other real property; or
(b) al of the lessees stop living on the parcel of land under the lease.

Clause 14 (3) provides that the lessee must tell the commissioner within 30 daysif any of
the events in subsection (2) happen.

Clause 14(4) requires the lessee to notify the commissioner before 30 September in the
following year total income for all lessees for that year, whether any |essee owns any
other real property and whether any lessee continuesto live at the property.

Clause 15 (1) provides that section 15 relates to lessees that were previously eligible for
discounted land rent, but become ineligible because the income of the lessees exceeds the
income threshold amount.

Clause 15 (2) provides the rent payable by alessee for the following year is:
(a) for the period 1 July to 30 September in the year - the discounted land rent; and
(b) from 1 October to 30 June of the year, 75% of the |lesser of:
(i) thestandard percentage of the unimproved value of the land under the
lease; or
(i)  theamount payable in the previous year with the discount increased by

the relevant percentage multiplied by the standard percentage and
divided by the discount percentage.

Clause 16 (1) provides that this section applies to lessees who were eligible for
discounted rent in ayear, and become ineligible because:

(a) any lessee become the owner of other real property; or

(b) al lessees stop living on the parcel of land under the lease.

Clause 16 (2) provides that the lessee istaken to be ineligible for the discount on the first
day of thefirst quarter after any one of the circumstances in subsection 16 (1) occurs.

Clause 16 (3) where alessee has become ineligible under subsection 16 (1), the amount of
land rent payable is the lesser of:
(a) the standard percentage of the unimproved land value under the lease; and
(b) the discounted land rent payable for the year multiplied by the standard percentage
divided by the discount percentage.

Part 4 Land rent —transfers
Clause 17 (1) provides that this section appliesif aland rent lease is transferred.

Clause 17 (2) provides that, unless a prospective lessee has applied for discounted rent
prior to the transfer of aland rent lease, the land rent payable by the new owner, once the
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lease istransferred, is the standard percentage of the unimproved value of the parcel of
land to which the |ease rel ates.

Part 5 L and rent — payment and recovery of unpaid rent

Clause 18 provides a definition of parcels of land that are related to aland rent lease for
the purpose of applying the proceeds of sale to unpaid amounts under Part 5.

Clause 19 provides that land rent for aland rent lease is payable to the commissioner by
the lessee.

Clause 20 requires that an assessment notice must state the dates for payment of the land
rent.

Clause 21 provides that where alessee failsto pay an amount of land rent by the payment
dates, interest will be charged from the date it was due up to the date it ispaid. Therate
of interest is determined by disallowable instrument under the Taxation Administration
Act.

Clause 22 provides for the calculation of interest on unpaid overdue land rent. The
interest rate for the calculation is determined by disallowable instrument. If an amount
remains unpaid for part of a month, interest is payable for the whole month. An example
of the calculation of interest for unpaid overdue land rent is also provided.

Clause 23 provides that any unpaid land rent and interest in relation to that unpaid land
rent, isadebt owing to the Territory and is afirst charge on the lessee' sinterest. The
liability to pay any outstanding land rent and interest is joint and several on the lessees.
The commissioner has the power to arrange for the payment of outstanding land rent in
instalments and may also remit, refund or write off aliability to pay outstanding land rent
if satisfied recovery isimpracticable or unwarranted.

Clause 24 provides that aland rent liability is a charge on the lessees interest in the lease,
meaning that in the event the property is sold, the proceeds from the sale will first ensure
the payment of any outstanding land rent before any other charge attached to that parcel
of land. If apurchaser of the land has obtained a certificate of land rent and other charges
and the purchaser did not have notice of the liability, then the charge in subsection 24 (1)
& (2) will not have an effect on that purchaser.

Clause 25 provides that if land rent payable for aland rent lease has been in arrears for at
least 1 year, the commissioner may give written notice to alessee that their land rent isin
arrears and make a declaration in writing that theland rent isin arrears. Thisisaformal
process for the recovery of outstanding land rent and would only occur as alast resort
where land rent isin arrears for more than 1 year. Prior to the declaration the lessee will
have received arrears notices as a part of the normal administrative process.

Clause 26 if section 25 has been complied with, the commissioner may apply to a court
for the sale of a property and any improvements under aland rent lease. The lessee must
bein arrears for land rent for a period of at least 90 days after the day of written
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notification from the commissioner (under section 25), that the land rent has been in
arrearsfor 1 year.

Clause 26 (3) provides that the commissioner may ask the court that the proceeds from
the sale of the property and improvements be applied to any outstanding rates or land tax
arrears for that land rent lease, and any one or more related parcels of land stated in the
application.

Clause 26 (4) providesthat if the court is satisfied that section 26 applies to the land rent
lease in question, then the court must order the sale of the land rent lease and any
improvements on that land by public auction. The proceeds of the sale must pay for the
amount of land rent that isin arrears at the time the court makes the order to sell the
property; and any costs associated with the sale of the lease; and any rates or land tax that
isin arrears on the property and any other property owned by the lessee. The proceeds
must be paid into court; and the title must be transferred to the new owner free from any
encumbrances.

Clause 27 (1) to Clause 27 (5) provides the order in which the proceeds from the sale of
the lease are to be applied.

Clause 27 (6) allows the abandonment of the sale of the lease if the lessee pays:

(a) thetotal of theland rent that isin arrears; and

(b) the total of any rates and land tax in arrears if the commissioner made an
application under 26 (3); and

(c) any costs and expenses incurred up to the time of payment in relation to the
application to the court to sell the property; and

(d) costs and expenses incurred as aresult of the abandonment of the sale; and

(e) the amount of any land rent, rates or land tax in arrears on related property by the
lessee of the land rent lease.

Clause 28 provides that the commissioner must be paid out of court the amounts to which
the commissioner is entitled under section 27 (2) without a court order. Similarly, the
lessee or mortgagee must be paid out of court, without a court order, any amounts owing
to them as proceeds of the sale, before the title is handed over to the court.

Part 6 M iscellaneous

Clause 29 (1) statesthe amount of land rent payablein ayear if:
(a) alessee starts paying land rent because a land rent |ease was transferred to them
part way through the year; or
(b) alessee stops paying land rent because they have varied the lease, reducing the
rent to nominal rent; or
(c) alessee stops paying land rent because they transferred their land rent lease.

Clause 29 (2) provides the formulato pro rata the amount of land rent payable to the
number of daysin ayear, that the lessee was liable to pay land rent.
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Clause 30 where alessee starts or stops paying the discounted land rent in ayear the
amount payable is worked out by a formula which apportions the number of days at the
discount rate and the number of days at the standard rate.

Clause 31 provides that a person may apply for a certificate of the land rent payable for a
year, and an amount of land rent payable immediately. The certificate may also include
other amounts such as rates and land tax on the property in relation to the lease.

Clause 32 provides that the minister may determine fees for this act by way of a
disallowable instrument.

Clause 33 prescribes that decisions under section 12 and 13 of this Act are reviewable
under section 100 of the TAA.

Clause 34 provides that the determinations made by the commissioner under clause 33 are
reviewable by the Administrative Appeals Tribunal.

Clause 35 provides that the executive may make regulations for this Act, in particular
regulations may prescribe application requirements.

Clause 36 provides for consequential amendments to legislation specified in schedule 1.

Schedule 1 — Consequential amendments.

Part 1.1  Land Tax Act 2004

[1.1] [1.2] [1.3] This part makes changes to the Land Tax Act 2004 to allow the proceeds
from the sale of a property under these sections to be applied to aland rent amount in
arrears.

Part 1.2  Planning and Development Act 2007
[1.4] Section 238 (2) - isamended to include, for aland rent lease, that the lease must
include a statement that it isaland rent lease.

[1.5] Section 246 (2) (ab) allows aland rent lease to be granted for payment of an amount
less than its market value.

[1.6] Section 266A isinserted so that rent variations and relief from provisions of the
lease under part 9.5 do not apply to avariation of land rent in accordance with the
provisions of the land rent lease.

[1.7] Section 271 (4) is amended so that a variation under subsections (2) and (3) do not
apply to aland rent lease.

[1.8] Section 272 (1)(b) is amended to exclude a land rent |ease from this provision.

[1.9] Section 272A (1) amends the provision to include aland rent lease.
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[1.10] Section 272B(2)(ab) isanew provision inserted to ensure that the planning and
land authority does not vary the lease to reduce the rent payable to anominal rent unless
all amounts payable under the Land Rent Act 2008 have been paid.

[1.11] insertsland rent lease into the Dictionary

Part 1.3 Rates Act 2004

[1.12] [1.13] [1.14] This part makes changes to the Rates Act 2004 to allow the proceeds
from the sale of a property under these section to be applied to aland rent amount in
arrears.

Part 1.4  Taxation Administration Act 1999

[1.15] New section 4 (fa) Inserts the Land Rent Act 2008 so that it is recognised as a tax
law under the Taxation Administration Act 1999.

[1.16] New section 139 (1) (i) and (j) Inserts subsections giving the Minister: power to
determine a percentage for sections 8, 15, 16 and 17 of the Land Rent Act 2008; and
power to determine the income thresholds for the Land Rent Act 2008, section 11.

Dictionary
Inserts dictionary.
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