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Federal discretionary trust changes smash property industry
confidence and investment

New polling released today has found more than 60 per cent of small-to-medium residential
and commercial property developers anticipate the Federal Budget's proposed discretionary
trust tax changes will affect the timing and viability of their projects.

Among developers expecting an impact, 37 per cent said one or more projects would be
cancelled entirely, making project cancellation the most common response.

New Accent Research polling commissioned jointly by the Housing Industry Association (HIA),
Master Builders Australia(MBA), the Property Council of Australia(PCA), the Real Estate
Institute of Australia(REIA)and the Urban Development Institute of Australia(UDIA)found the
proposed discretionary trust reforms are likely to have significant consequences for housing
delivery, development activity and small business investment.

The Federal Government announced in the May Budget that it intends to apply a minimum 30
per cent tax rate to discretionary trust distributions.

The survey found discretionary trusts are widely used across the small and medium business
sector, with almost three in ten businesses using trusts to operate their business, hold assets
and manage risk.

Within the property sector, discretionary trusts are commonly used to operate businesses,
hold ownership interests and ring-fence development land and real estate assets from

commercial risk.

Among businesses that use discretionary trusts, 77 per cent reported reduced confidence as
aresult of the proposed changes.

The reforms are also prompting many businesses to reconsider future investment decisions.
Almost half of business owners aware of the proposed trust changes said they were

considering at least one response, including reducing investment, restructuring their
business or deferring expansion plans.
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More broadly, business sentiment has deteriorated sharply. More than half of business owners
(54 per cent) said the proposed tax changes had reduced confidence in the outlook for their
industry, while just 3 per cent reported increased confidence.

The survey canvassed the views of almost 1,200 small and medium business owners on the
impact of discretionary trust reforms and other proposed tax changes on Australian
businesses.

Lines attributable to Jocelyn Martin, Housing Industry Association Managing Director:

“New home sales have fallen for the last four months, after the taxation changes for investors
in the federal budget. New trust rules for builders and developers will see now see viability of
other projects under threat. Australia cannot tax its way to 1.2 million homes.”

Lines attributable to Denita Wawn, Master Builders Australia Chief Executive Officer:

“At a time when we have a housing supply crisis, these changes would hamstring the very
businesses that are central to the solution. The consequences of this poor policy will not only
impact these businesses, it will also flow onto home buyers and renters.”

Lines attributable to Mike Zorbas, Property Council of Australia Chief Executive:

“Almost 1in 4 property and development companies believe one or more of their projects will
be cancelled as aresult of the government’'s new taxes. That would be a catastrophe for
housing supply.

"Housing supply depends on market confidence, investment and projects stacking up
commercially. Right now buyer confidence and project feasibility is at alow water mark in key
markets across the country. And that is before the next interest rate rise.”

Lines attributable to Jacob Caine, Real Estate Institute of Australia President:

“Small and medium developers are a critical part of Australia’s housing pipeline. When policy
changes undermine their confidence or capacity to proceed, the consequences extend well
beyond individual businesses.

“Projects delayed or cancelled today mean fewer homes reaching buyers and renters
tomorrow. With Australia already facing a serious housing shortage, government policy
should support investment and housing delivery, rather than create further uncertainty for the
businesses supplying new homes.”

Lines attributable to Oscar Stanley, Urban Development Institute of Australia National
President:

“Housing is built on confidence and capital, if we keep making both harder to find then
eventually the homes disappear from the pipeline.
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“The National Housing Accord will ultimately be won or lost in thousands of individual
investment decisions. It is crucial then that Government policy needs to encourage those
decisions, not discourage them.”

Accent Polling Excerpts

‘What actions are small business owners taking in response to
the proposed Federal Budget changes?

Reducing investment
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Considering restructuring

Deferring business expansion
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Delaying a project
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Downsizing or letting go of existing staff

Reducing hiring
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Delaying land acquisition
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Cancelling a project

Other

Mothing = | do not plan to take amy action

Y

Great cities | Strong economies | Sustainable communities



Greatest impact on project timing over the next 12 months
because of the Federal Budget changes

One or more projects will be cancelled
Delays of more than 12 months

Delays of 6-12 months

Delays of less than & months
Moimpact on project timing

Projects will be brought forward

Not applicable

Has the tax burden of your primary business changed over

the past five years?
Increased substantially
Increased somewhat
Stayed about the same
Decreased somewhat
Decreased substantially

Mot sure

Not operating five years ago

Share reporting a higher tax burden, by business type
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Media contacts:

Property Council: Patrick Gallagher, National Media and Communications Manager 0432 418
171 pgallagher@propertycouncil.com.au
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MBA: Dylan Hafey, Advisor, Media and Government Relations 0497 330 064
dylan.hafey@masterbuilders.com.au

HIA: Joe Shanahan, Manager, Communications & Media 0410 449 556 media@hia.com.au

REIA: Cody Vella, Media and Communications Manager 0447 611102 cody.vella@reia.com.au
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