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Executive 
summary 
The 2022-23 Budget holds out hope for 
the reform of inefficient taxes and also 
targets greater equity and opportunity 
for the people of New South Wales.  
 

The NSW Government’s 2021-22 budget 
deficit is estimated at $16.5 billion, compared 
to the $8.6 billion it forecast in its June 2021 
Budget, which preceded the re-imposition  
of COVID-related public health measures. 
However, there is an expectation of the 
operating balance returning to surplus from 
2024-25. Net debt is not expected to exceed 
14 per cent of gross state product over the 
forward estimates period to June 2026. 

It is generally better to undertake reform at  
a time when the state’s finances are in 
reasonable shape and we welcome the NSW 
Government’s first steps towards replacing 
land transfer duty with an annual property tax. 
The proposal to allow first-time homebuyers 
from 2023 to opt out of land transfer duty and 
into the annual property tax is a sensible way 
of launching the reform journey without 
compromising the state’s finances. 

The NSW Government complements the 
above reform with its proposal to invest in a 
shared home equity scheme for certain key 
workers and other individuals who are finding 
it difficult to enter the housing market.  

We are also very pleased to see the NSW 
Government leading the way with measures 
that should support increased economic 

opportunity for women. The proposals to  
allow bonus weeks of parental leave for NSW 
Government employees who share care for 
the child relatively evenly with their partner,  
in line with KPMG’s recommended approach, 
and to invest in the increased supply of 
affordable childcare facilities should have  
a particularly beneficial impact. 

In parallel, the government is taking the 
sensible move to support more people in 
obtaining qualifications to work as early 
childhood teachers and carers and to  
support employers in retaining them. 

Investment in physical infrastructure remains  
a strong focus, with capital expenditure of 
almost $6.5 billion allocated to transport and 
infrastructure over the forward estimates 
period. The investment of nearly $600 million 
over ten years in bushfire management will  
be welcomed by many in regional areas.  

NSW, not to mention the nation, needs 
measures which will support growth in the 
productivity of its economy. We hope that  
the NSW Government’s initial step towards 
reforming property taxes will lead to further 
productivity-oriented measures from all tiers  
of government. 

 

  

 

Doug Ferguson  
New South Wales Chairman 

Alia Lum 
Partner, Tax Policy  
& Regulatory Engagement Lead 

 

Doug Ferguson 
New South Wales Chairman  
 

  

 

Alia Lum 
Partner, Tax Policy & Regulatory 
Engagement Lead 
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Economic analysis 
Solid fiscal settings and positive 
economic outlook provide the NSW 
Government with the foundations to 
commence long term reforms aimed  
at improving productivity and wealth  
prospects for the State’s citizens. 

The 2022-23 Budget has set in train a range  
of reforms aimed at increasing female 
participation within the workforce, improving 
the quality of early childhood education, 
providing housing security for the young and 
old, transitioning to cleaner energy, and 
seeding the new industries for tomorrow 
(which are operating and evolving today). 

The NSW Government can engage in these 
reforms given its (relatively) strong fiscal 
position, notwithstanding it has deteriorated 
over the past 12 months because of the 
unplanned support mechanisms that were  
put in place to underpin public health and the 
economy during the tick-up in COVID that 
occurred during 2021-22.   

The NSW Government is expecting these 
strong economic conditions to be maintained 
over the coming year, although the immediate 
term forecasts of State Final Demand and 
Gross State Product growing in real terms at 
5.5 percent and 4.25 percent respectively 
appears optimistic.   

A key reform package announced in the Budget 
is the introduction of the First Homeowner 
Property Tax Option program, where eligible 
applicants can choose whether to pay upfront 
stamp duty or an annual land tax.  Given the 
limited nature of this new policy – eligibility is 
only to first homeowners purchasing houses 
priced at less than $1.5million – it can be 
considered as a “beachhead” for broader 
stamp duty reforms in the State.   

Another housing affordability initiative 
introduced in the Budget is the two-year shared 
equity trial, which at a cost of $780 million, is 
aimed at enabling 6,000 single parents, older 
singles, and key worker first home buyers to 
own their own home. The broader economic 
and social benefits that come from home 
ownership are well understood. By supporting 
this program today, it is hoped to ensure fiscal 
dividends are achieved for the State in 
subsequent years and decades.  

Despite a range of new policy initiatives being 
put in place by the NSW Government and an 
increase to the public sector wages cap (to 3 
percent), the profile of general government 
expenditures is for a sharp decline in 2022-23  
(-4.5 percent) and 2023-24 (-4.7 percent) 
followed by relatively minor growth over the 
next two years. Consistent with the previous 
half-year review a (small) budget surplus is  
still forecast to be achieved in 2024-25.  

The Capital Program proposed in the Budget 
reveals a slippage in expenditures in 2021-22 
and 2022-23 as projects that were delayed 
during COVID are pushed back, which has then 
had knock-on effects for the timing of other 
planned projects in the outer years. This 
unplanned delay should help ease inflation 
pressure currently building up in the economy.  
Even if this pull-back in cost pressure is small, 
given inflation is expected to ramp up to more 
than 7 percent later this year, anything the 
government can do regarding the timing of 
fiscal expenditures should be welcomed.

  

Key Insights 
• A progressive, forward thinking Budget with a range of social and economic initiatives aimed at helping 

the citizenry of New South Wales better prepare for their futures. 

• Budget outcomes look robust, which also include bonuses and a healthy increase in salary cap for public 
servants. 

 

Brendan Rynne 
Chief Economist 
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Property tax 
A central element of the Budget 
announcements is first home buyers 
being given the option to choose 
between stamp duty and an annual 
property tax. In addition, foreign 
investor surcharge land tax will be 
doubled to 4 percent.  

First Home Buyer Property Tax Option 

Eligible first home buyers will have the option 
of paying an annual property tax instead of 
paying up-front transfer duty when purchasing 
a home. The property tax option is available  
for properties with a value up to $1,500,000.  

The property tax is based on the unimproved 
value of the property. This contrasts with 
stamp duty which is payable on the higher  
of the consideration and the unencumbered 
market value of the improved property. 

The property tax rates will initially be: 

• for owner-occupiers, $400 plus 0.3 percent 
of the unimproved land value; and 

• for residential investment properties, 
$1,500 plus 1.1 percent of the unimproved 
land value.  

First home buyers will be able to change the 
status of the property from owner-occupied to 
residential investment. The property tax rates 
will be indexed each year so that property tax 
payments rise in line with average incomes.   

Transfer duty will apply to subsequent 
purchases, unless the purchaser is a first home 
buyer who chooses to pay the property tax. A 
deferral scheme will be put in place to ensure 
that a person facing financial hardship will not 
be required to sell their home to meet property 
tax liabilities. 

 
The NSW Government is aiming for the 
property tax legislation to be enacted in the 
second half of this calendar year, with eligible 
first home buyers being able to opt in from  
16 January 2023. For contracts exchanged 
between enactment of the legislation and 15 
January 2023, eligible first home buyers will be 
able to apply to opt in and receive a refund of 
transfer duty paid from 16 January 2023.  

Increase in foreign investor surcharge  
land tax  

The surcharge land tax applying to residential 
land owned by foreign persons will double to  
4 percent from the 2023 land tax year. 

Reduction in land tax discount 

The early payment discount of 1.5 percent for 
taxpayers who pay their land tax in full within 
30 days of the assessment will be reduced to 
0.5 percent from 1 January 2023. 

Additional compliance for land tax and 
transfer duty 

Additional investments of $60 million by 
Revenue NSW in system upgrades and 
improved data management is expected to 
generate additional land tax revenue of $368 
million and transfer duty revenue of $200 
million over the next four years.   
 
 

Key Insights 
• The new property tax option only applies to eligible first home buyers, which is narrower than the initial 

proposed reforms to replace stamp duty with an annual property tax.  

• Unlike the initial proposal, properties will not be locked into the new scheme.  

• Given the value threshold of $1.5 million, new developments or homes in outer suburbs may become 
more attractive to first home buyers. 

• All other buyers continue to pay stamp duty and will not have the option to pay the property tax. 

 

Jenny Lee 
Partner, Deals Advisory - Tax 

  

 

Jane Crisp 
Director, Stamp Duty 
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Payroll tax 
With payroll tax revenues expected  
to overtake transfer duty as NSW’s 
largest source of taxation revenue 
from 2022-23, taxpayers can expect  
a continued focus on payroll tax 
compliance by Revenue NSW. 

Payroll tax collections in 2021-22 were $436.8 
million above mid-year forecasts, driven by 
underlying momentum in the NSW and national 
economy and low unemployment rates. This is 
despite a temporarily reduced rate of payroll tax 
of 4.85 percent that was applicable in 2021-22.  

The payroll tax rate will revert to 5.45 percent 
from 1 July 2022. COVID-related payroll tax 
waivers and discounts that were available to 
small and medium business will also cease.  

Payroll tax announcements in the budget were 
relatively modest this year. The most significant 
investment is the introduction of a subprogram 
of the Future Economy Fund which will offer 
payroll tax exemptions of $51 million to 
encourage businesses in “future industries”  
to establish or expand in New South Wales.  

With payroll tax revenues forecast to exceed 
transfer duty in 2021-22, the importance of 
payroll tax revenues to the State is evident. 
Unsurprisingly, the Budget contains further 
investment in Revenue NSW compliance 
resources.  

Outside of the Budget, other noteworthy 
governance measures which have already been 
announced or introduced in 2021-22 are: 

– Amendments to the Taxation Administration 
Act 1996 now impose increased penalties 
for tax defaults (from 25 percent to  

 

– 50 percent) for ‘Significant Global Entities’ 
(SGEs). The NSW legislation adopts the SGE 
concept from federal income tax legislation, 
where a similar increased penalty and 
compliance regime already applies to large 
global businesses.  

– Broad anti-avoidance provisions were 
introduced in New South Wales that 
resemble equivalent provisions in a federal 
income tax and GST context. 

– In March it was announced that the Federal 
Government would facilitate the sharing of 
Single Touch Payroll (STP) data with State 
and Territory Governments to enable pre-
filling of payroll tax returns. However, the 
Budget is silent as to whether Revenue 
NSW will be updating its systems to 
accommodate this data and pre-fill returns 
on behalf of employers in the State.  

Compliance activity in respect of payroll tax  
is expected to increase in 2022-23 following the 
end of COVID-relief measures and additional 
investment in compliance resources. We expect 
a focus on specific industries and emerging 
issues, particularly in respect of the ‘relevant 
contract’ provisions and the ‘employment 
agency’ provisions. 

  

Key Insights 
• The payroll tax rate will increase back to 5.45 percent from 1 July.  

• Increased audit activity is expected on account of increased funding for Revenue NSW compliance 
activity.   

• Penalties for tax default have been doubled for Significant Global Entities. 

 

Nathan Hamilton 
Partner, Indirect Tax 

  

 

Alston Kam 
Director, Indirect Tax 
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Summary of key expenditure / revenue items  

The table below shows the value over the financial years ending 2023 to 2026 of 
new measures annouced since the 2021-22 half-yearly review. The NSW budget 
papers list the expenditure by cluster and this summary is not an exhaustive list  
of all expenditure items 

Key expenditure items $billion 

Health management of COVID-19 new ambulance staff and building new stations, NSW Health 
employee payments, medical research and infrastructure, and mental health programs 

5.8 

Regional programs including Critical Minerals Strategy, marine estate management and flood 
support measures 

3.4 

Education cluster, including before and after school care vouchers, new and upgraded schools, 
school infrastructure maintenance, early childhood programs and TAFE programs 3.1 

Transport infrastructure and road upgrades  
 

2.4 

Planning and environment measures including flood clean-up, upgrades to social housing, 
environmental management and new firefighter staff 

1.7 

 

Key revenue items $billion 

Increase to the point of consumption tax  0.7 

Compliance investment for land tax and transfer duty 0.6 

First Home Buyer Property Tax Option (0.7) 
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