
 



 
 
 

TOP   Property   Tax   Policy  
Getting   the   Balance   Right  

 
 
The   Cost   of   Housing   is   the   main   reason   for   poverty   in   New   Zealand  
 
NZ   has   one   of   the   most   expensive   cost   of   housing   in   the   developed   world,   particularly   for   those  
below   the   average   income .   1

 
This   situation   has   led   to:  
 

● High   levels   of   inequality   (including   inter-generational   differences)  
● High   levels   of   poverty  
● Greater   welfare   dependency  
● Overcrowding   &   poor   housing   conditions  
● Health   problems   from   poor   living   conditions  
● Lower   home   ownership   rates  

 
The   country   has   followed   this   path   due   to   policy   settings   made   in   the   1980s   &   90s.   Investment  
in   property   was   given   a   large   tax   break   compared   with   other   forms   of   investment.   As   a   result,  
investment   has   been   skewed   towards   property   since   then.   Private   borrowing   for   property   has  
become   extremely   high   and   has   choked   investment   in   productive   assets,   leading   to   NZ’s   low  
productivity   levels   and   low   wage   economy.  
 
Like   a   pyramid   scheme,   or   at   the   end   of   a   Monopoly   board   game,   it   is   not   sustainable   for   this  
situation   to   continue.  
 
 
Allowing   all   New   Zealanders   to   live   with   dignity  
 
A   fundamental   principle   TOP   believes   in   is   that   all   New   Zealanders   should   live   with   dignity,   not  
in   poverty,   and   to   have   the   opportunity   to   thrive.   To   achieve   this,   the   imbalance   caused   by   policy  
settings   for   property   investment   thirty   years   ago   needs   to   be   addressed   head   on.   Other   parties  
have   tried   policies   around   the   margins,   effectively   feeding   the   pyramid   scheme   nature   of  
housing   investment,   but   have   not   been   bold   enough   to   deal   with   the   fundamental   cause   of   the  
problem.  
 
The   outcome   TOP   will   achieve   is   affordable   housing   for   all   New   Zealanders.   By   tackling   this  
problem,   which   is   the   main   cause   of   poverty,   it   will   lead   to   a   significant   increase   in   living  
conditions   across   the   country.   
 
 
  

1  OECD   Affordable   Housing   Database   –   http://oe.cd/ahd  



 
 
 
 
Our   policy   to   correct   the   imbalance  
 
Given   the   nature   of   the   problem,   the   solution   is   straight-forward.   TOP   will   remove   the   tax  
loophole   that   gives   property   favourable   treatment   over   other   investments.   This   will   be   done   by  
the   introduction   of   a   property   tax.   
 
The   elements   of   this   property   tax   are:  
 

● It   would   be   a   minimum   level   only.   If   income   is   already   earned   on   property   and   the   tax  
incurred   is   greater   than   the   level   calculated   under   the   property   tax   requirements,   there  
would   be   no   additional   tax.  

 
● The   equity   value   (total   value   less   debt)   of   property   investments   would   be   the   subject   of  

this   tax.   This   would   be   determined   by   taking   the   Government   Valuation   of   the   property  
and   deducting   the   average   borrowing   on   the   property   over   the   tax   year   (which   would   be  
provided   by   the   mortgage   provider).  
 

● Taxable   income   would   be   calculated   on   the   equity   value   of   property   investments   by  
taking   the   income   this   investment   would   have   earned   in   the   most   conservative  
alternative   investment   option.   This   is   referred   to   as   the   Risk-Free   Interest   Rate   and   is   an  
interest   rate   that   would   be   obtained   by   making   a   relatively   safe   investment,   such   as   a  
bank   deposit.   This   rate   would   be   initially   set   at   3%   per   annum.  
 

● The   Taxable   Income   minimum   on   property   would   be   the   Equity   Value   multiplied   by   the  
Risk-Free   Interest   Rate   each   year.  
 

● Tax   on   this   income   would   be   derived   using   a   new   standard   rate   of   tax   of   33%   (refer   to  
TOP’s   Kiwi   Dividend   policy).  
 

● This   taxable   income   on   property   and   the   tax   incurred   would   occur   annually,   just   as  
returns   on   other   assets   are   calculated   and   taxed   annually.  
 

● In   situations   where   funds   are   not   available   to   pay   this   tax   before   better   commercial  
returns   are   achieved   or   the   property   is   sold,   then   the   tax   owing   will   be   held   over   until  
better   returns   are   made   (within   five   years)   or   the   asset   is   disposed.  

 
While   it   is   intended   that   the   tax   be   as   simple   as   possible   there   are   some   exceptions  
that   need   to   be   applied   in   terms   of   land   that   will   not   be   liable   for   property   tax,   these   being:  
 

1. Maori   Land   as   defined   or   recognised   by   Te   Ture   Whenua   Maori   Act   1993   (Maori   Land  
Act   1993).   This   land   is   held   more   in   the   nature   of   guardianship   rather   than   outright  
ownership   under   common   law,   so   the   requirement   for   productive   return   is   not  
appropriate.   

2. QE2   blocks   as   the   owner   of   the   land   has   given   up   property   development   rights   to   allow  
for   the   protection   of   native   species.   

3. Phasing   in   of   the   tax   on   rural   &   farming   land   to   allow   for   the   development   of   a   suitable  
implementation   plan   to   prevent   rapid   changes   in   land   value   or   tax   liability   and   revenue.  

 
  



 
 
 
 
Making   New   Zealand   a   better   place   to   live   for   everyone  
 
The   introduction   of   this   property   tax   is   expected   to   suppress   the   rise   in   property   prices   over  
time,   making   housing   more   affordable   and   rebalancing   investment   towards   the   productive  
sector.  
 
Together   with   Top’s   Tenancy   Reform   Policy,   which   will   provide   greater   rights   for   tenants   to  
control   their   living   arrangements,   housing   will   be   made   affordable   and   secure.   This   outcome   will  
have   a   significant   impact   on   poverty,   with   a   flow   on   effect   of:  
 

● Reduced   serious   health   problems   from   overcrowding   and   poor   conditions  
● Reduced   mental   health   cases,   brought   on   by   anxiety   over   ability   to   afford   a   secure  

lifestyle  
● Lower   crime   levels,   meaning   less   victims   and   lower   penal   costs  
● Easier   access   into   the   market   by   first-time   buyers,   improving   intergenerational   inequity  
● More   finance   available   for   businesses   to   invest,   improving   productivity   and   leading   to  

higher   incomes   for   New   Zealand   workers  
 
Addressing   the   fundamental   issue   of   the   property   investment   tax   loophole,   all   New   Zealanders  
will   benefit   from   more   security   and   better   access   to   health   services,   leading   to   a   greater   sense  
of   wellbeing   across   communities.  
 
This   policy   forms   part   of   a   holistic   reform   of   New   Zealand   tax   and   welfare   regimes   to   rebalance  
the   living   standards   and   inequities   across   the   country,   and   to   create   a   more   prosperous  
economy   generating   higher   incomes.  
 
TOP   is   the   only   party   willing   to   take   bold   action   to   make   New   Zealand   a   place   we   all   want   to   live  
in.  
 


