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Dear Mr Mullighan
Freedom of Information Internal Review — Industry Associations

| refer to your Freedom of Information application received by the Department of
Treasury and Finance on 26 April 2019 and your Internal Review application received on
29 May 20109.

Your applications specifically requested:

“All DTF advice to the Treasurer in relation to all industry associations - date
range 04/06/2018 to 26/04/2019"

Determination under review

DTF did not make a determination on your initial application or your internal review
application within the time period required by the Freedom of Information Act 1991 (the
Act). Accordingly, DTF was deemed to have refused access in full to all documents
relevant to your application. In accordance with section 19(2a) of the Act, an agency may
continue to give access to documents after the period within which it is required to deal
with an application.

Outcome of internal review

Under section 29(3) of the Act, on an application for internal review, as principal officer |
may, confirm, vary or reverse the determination under review. In doing so, | am required
to give fresh consideration to the decision under the Act.

| have determined to vary the original deemed refusal.

A total of 35 documents were identified as answering the terms of your application and |
have determined as follows:

e | grant you access in full to 19 documents, copies of which are enclosed
e | grant you access in part to 6 documents, copies of which are enclosed, and
e |refuse you access to 11 documents.

Please refer to the attached schedule that describes each document and sets out my
determination and reasons in summary form.
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Documents released in full

Documents 2a, 2c, 4, 4a, 4b, 4c, 5, 5a, 6-9, 14, 15, 17 and 22-24.
Documents released in part

Documents 2, 3 and 10

Clause 12(1) of Schedule 1 to the FOI Act states that a document is exempt from release
if ‘it contains matter the disclosure of which would constitute an offence against an Act’.
These documents contain sections of information obtained in relation to the
administration or enforcement of the Taxation Administration Act 1996 (the TAA), the
release of which would be an offence in accordance with Part 9, Division 3, Clause 80 of
the TAA. | have therefore determined to claim exemption in part pursuant to clause 12(1)
of Schedule 1 to the FOI Act.

Document 2, 3 and 4d

These documents contain information that detail expert tax advice sought in relation to
tax treatment for payment of assistance packages to taxi licence holders. The advice
provided, helped to form the government’s decision. The Taxi and Chauffer Industry
provides an essential service to the community, it employs around 4,200 drivers and
generates $242 million in revenue for the State'. The disclosure of this advice could
have a substantial adverse effect on the State’s economy, given both parties stake in
the industry and the introduction of the new regulatory framework.

I acknowledge there is a public interest in the community being able to scrutinise the
government’s decision making processes. However, | have determined that this is
outweighed by the public interest in ensuring that the government is able to best
manage the State’s economy and that on balance, it would be contrary to the public
interest for this information to be released. | have therefore determined to claim
exemption in part pursuant to clause 14(a) of Schedule 1 to the FOI Act.

Document 11

Under clause 5 of Schedule 1 to the FOI Act, information is exempt from disclosure if it
contains matter the disclosure of which could reasonably be expected to cause damage
to intergovernmental relations; or would divulge information from a confidential
intergovernmental communication. A section of this document contains information that
was discussed during confidential Council of Australian Governments (COAG) meetings.
The GST Policy and Administration Subgroup (GPAS) is a sub-committee under COAG
and as such there is an expectation that matters discussed during these meetings are
treated as sensitive and confidential. COAG meetings rely on the ability of all jurisdictions
to communicate freely and frankly. The release of this information could reasonably be
expected to cause damage to intergovernmental relations and have an impact on the
development and implementation of future Commonwealth-State reforms.

[n assessing the public interest, | have considered the need for transparency of
government policy and decision making, and enabling public participation in this process.

1 South Australian Taxi and chauffeur Vehicle Industry Review (February 2016)




However, | have also considered the public interest in ensuring discussions around
sensitive matters between the Commonwealth and the States and Territories, remain
confidential and that on balance, it would be contrary to the public interest for this
information to be released. | have therefore determined to exempt this information
pursuant to clause 5 of Schedule 1 to the FOI Act.

Document 10 and 25

Under clause 10(1) of Schedule 1 to the FOI Act, information is exempt from disclosure if
it would be privileged from production on the ground of legal professional privilege. Both
documents contain sections of information that detail legal advice which is subject to
legal professional privilege. | have therefore determined to remove this section pursuant
to clause 10(1).

Documents refused in full
Document 1

This document is a briefing note prepared specifically for use in Parliament, the
disclosure of which would infringe the privilege of Parliament. | have therefore
determined to exempt the document in full pursuant to clause 17(c) of Schedule 1 to the
FOI Act.

Documents 2b, 3a and 18-21

Clause 12(1) of Schedule 1 to the FOI Act states that a document is exempt from release
if ‘it contains matter the disclosure of which would constitute an offence against an Act’.
These documents relate to matter obtained in relation to the administration or
enforcement of the Taxafion Administration Act 1996 (the TAA), the release of which
would be an offence in accordance with Part 9, Division 3, Clause 80 of the TAA. | have
therefore determined to claim exemption in part pursuant to clause 12(1) of Schedule 1
to the FOI Act.

Documents 12, 13 and 16

These documents contain information which, if released, would disclose details
concerning a deliberation or decision of Cabinet. | have therefore determined to exempt
this information pursuant to clause 1(1)(e).

Document 26

Under clause 10(1) of Schedule 1 to the FOI Act, information is exempt from disclosure if
it would be privileged from production on the ground of legal professional privilege. This
document contains legal advice provided to the government by its legal advisor, the
Crown Solicitor, information which is subject to legal professional privilege. | have
therefore determined to exempt this document pursuant to clause 10(1).

Exemptions

Clause 1 - Cabinet documents

(1) A document is an exempt document —




(e) if it contains matter the disclosure of which would disclose information
concerning any deliberation or decision of Cabinet; ...

Clause 5 — Documents affecting inter-governmental or local governmental
relations

(1) A document is an exempt document if it contains matter—
(a) the disclosure of which—

(i) could reasonably be expected to cause damage to intergovernmental
relations; or

(i) would divulge information from a confidential intergovernmental
communication; and

(b) the disclosure of which would, on balance, be contrary to the public interest.
Clause 10 — Legal Professional Privilege

(1) A document is an exempt document if it contains matter that would be privileged
from production in legal proceedings on the ground of legal professional privilege.

Clause 12 — Secrecy Provisions

(1) A document is an exempt document if it contains matter the disclosure of which would
constitute an offence against an Act.

Clause 80 of TAA — Prohibition of disclosures by other persons

A person other than a person who is or has been a tax officer must not disclose
information that—

(a) has been obtained (whether properly or improperly and whether directly
or indirectly) from another person who is or has been a tax officer; and

(b) the other person obtained under or in relation to a taxation law,

unless—

(c) the disclosure is of a kind that a tax officer would be permitted to make
under this Part; or

(d) if the person is the holder of an office or a body prescribed for the
purposes of section 78(d)—the disclosure is made in connection with the
performance of functions conferred or imposed on the person under a
law of this jurisdiction or another Australian jurisdiction (including for the
purposes of legal proceedings connected with the performance of such
functions); or

(e) the disclosure is made with the consent of the Commissioner.
Maximum penalty: $10 000.

Clause 14 - Documents affecting the economy of the State







The Hon Tom Koutsantonis MP
Member for West Torrens

Government
of South Australia

TRS17D0619
Treasurer

Minister for Finance

Minister for State
Development

Minister for Mineral
Resources and Energy

Level 8
State Administration Centre

Mr Kon Fourtounis
200 Victoria Square

Chief Executive Officer Adelaide SA 5000
Taxi Council SA GPO’ Box 2264
71 Richmond Road . Adelaide 54 5001
DX 56203 Victoria Square
MILE END SA 5031 Tl 088226 1866

Fax 088226 1896
minister.koutsantonis@sa.gov.au

Dear Mr Fourtounis
Thank you for your email dated 31 August 2017.

In response to your request, | have asked the Department of Treasury and Finance
to seek a class ruling with the Australian Taxation Office.

The ruling will address the taxation treatment of payments made to Taxi Industry
participants by the South Australian State Government to help offset any impacts of
the new regulatory framework of the industry.

The Department of Treasury and Finance has commenced the process of seeking
a ruling which is expected to take up to six months.

Please contact Mr Kym Della-Torre (Diréctor, Fiscal Strategy and Commercial
Advisory) on 08 8226 9575 if you have any questions in relation to this matter.

Yours sincerely

W/&éa%__)

-

Hyﬂ% Koutsantonis MP
_reasurer
22 December 2017

cc Hon Stephen Mullighan MP, Minister for Transport and Infrastructure




T&F19/0232 - Stephen Mullighan MP - " All DTF advice to the Treasurer in relation to all industry associations. [Date Range: 4/06/2018 to 26/04/2019] "

Doc. Date Description of Document # of Determlnatlo_n Exemption Clause
No. pages Recommendation
17(c) - Disclosure would
1 |21/11/2018 [Parliamentary Briefing Note 3 [Refused in full infringe the privilege of
Parliament
12(1) - Disclosure would
constitute an offence
against an Act
2 |24/07/2018  |Minute - Class Ruling Relating to the South Australian 3 |Released in part éﬁ(r?gr)]agfe?ﬁlgfteof ILeeCt
Taxi Industry Assistance Package
economy or aspect of
the economy of the State
& contrary to public
interest
2a |22/12/2017 [Letter (attachment 1 to document 2) 1 [Released in full
12(1) - Disclosure would
2b Class Ruling (attachment 2 to document 2) 13 [Refused in full constitute an offence
against an Act
Fact Sheet for Western Australian Taxi Transition .
2c . AR 2 |Released in full
Assistance Package Payments - tax implications
10(1) - Subject to legal
professional privilege
12(1) - Disclosure would
constitute an offence
Minute - Government Payments to Taxi Licence and against an Act
3 |11/12/2018 |Lease Holders - Meeting with Taxi Council on 12 3 |Released in part 14(a)(i) - Adverse effect

December 2018.

on management of the
economy or aspect of
the economy of the State
& contrary to public
interest
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Doc. Date Description of Document # of Determlnatlo_n Exemption Clause
No. pages Recommendation
12(1) - Disclosure would
3a |9/04/2018 Class Ruling Application (attachment to document 3) 24 [Refused in full constitute an offence
against an Act
4 124/10/2018 |Minute - South Australian Taxi Industry Package 2 |Released in full
4a |27/04/2017 |Letter (attachment 1 to document 4) 2 |Released in full
4b 119/06/2017 |Minute - RE: Taxi Industry Assistance Package 1 |Released in full
4c |11/08/2017 [Minute - RE: Taxi Industry Assistance Package 1 [Released in full
14(a)(i) - Adverse effect
on management of the
ad |20/07/2017 Letter - Tallxi and Chauffeur industry assistance 6 |Released in part economy or aspect of
packages: tax consequences the economy of the State
& contrary to public
interest
Minute - Government Payment to Taxi and Lease
5 [11/12/2018 |Holders - Response to Taxi Council SA Letter Dated 9 2 |Released in full
november 2018
ba ([12/12/2018 |[Letter 1 |Released in full
6 |4/06/2018 Minute - Meeting with Institue of Internal Auditors 3 [Released in full
7 |7111/2018 Minute - Correspondence From Master Builders South 4 |Released in full
Australia
8 ]16/07/2018 Briefing - Meeting with Business SA - Payroll Tax 3 |Released in full
9 |6/06/2018 Minute - Real Estate Institute of South Australia 5 |Released in full
. . . . 12(1) - Disclosure would
10 |25/09/2018  |Minute - Meeting with Warren Barrinton - SA 3 |Released in part constitute an offence
Bookmakers League )
against an Act
5(1)(a)(i) - Damage to
11 |27/06/2018 Minute - Ministerial Correspondence - GST on 2 |Released in part intergovernmental

Accredited Exercise Physiologists

relations & contrary to
public interest
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Doc. Date Description of Document # of Determlnatlo_n Exemption Clause
No. pages Recommendation
1(1)(e) - Contains
18/04/2018 . , . information concerning
12 |(should read g'%ﬁgﬁ??gi%ggdget - Racing Industry Funding 7 |Refused in full deliberation or decision
2019) P of Cabinet or Cabinet
committee
1(1)(e) - Contains
. i . . . . information concernin
13 |11/04/2019 Minute ) Briefing for Meeting with Responsible Wagering 6 |Refused in full deliberation or decisiogr]1
Australia (RWA) . .
of Cabinet or Cabinet
committee
14 ]10/01/2019 Minute - Premier's Meeting ith Thoroughbred Racing SA 1 [Released in full
15 |13/12/2018 |Minute - Meeting with Racing SA 2 |Released in full
1(1)(e) - Contains
information concerning
16 (12/11/2018 |Minute - SA Racing Requests for Government Funding 8 [Refused in full deliberation or decision
of Cabinet or Cabinet
committee
17 |10/12/2018 Minute - Ministerial C(_)r_respondence - Coalition of Major 3 |Released in full
Professional and Participation Sports
12(1) - Disclosure would
18 [11/04/2019 |Minute - Payroll Tax Relief 4 |Refused in full constitute an offence
against an Act
12(1) - Disclosure would
19 |18/04/2018 |Minute - Payroll Tax (attachment to document 18) 3 |Refused in full constitute an offence
against an Act
. . . 12(1) - Disclosure would
20 |27/09/2018 Minute - Payroll Tax - Ex Gratia relief (attachment to 4  [Refused in full cofls)titute an offence
document 18) .
against an Act
12(1) - Disclosure would
21 |8/08/2018 Minute - Payroll Tax - (attachment to document 18) 3 |Refused in full constitute an offence

against an Act

3of4



Doc. Date Description of Document f of Determlnatlo_n Exemption Clause
No. pages Recommendation
22 16/03/2019 Minute - Chartered Accountants Meeting 6 |Released in full
23 [26/11/2018 [Minute - Coorong Water Security Advisory Group 1 |Released in full
Minute - Ministerial Correspondence - Carers SA Pre- .
24 (17/02/2019 Budget Submission 2019-2020 2 |Released in full
25 |27/03/2019 Mlnqte - Master Code for Heavy Vehicles - Procurement 2 |Released in part 10(2) - _Subject_t(_) legal
Implications professional privilege
26 (6/03/2019 Crown Advice (attachment to document 25) 22 [Refused in full 10(1) - Subject to legal

professional privilege

40f4
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ATO Siebel Case ID: 1-9GQFXI0

Our commitment to you

We are commitied to providing you with accurate, consistent and clear
information to help you understand your rights and entitlements and meet
your obligations, If you feel that this publication does not fully cover your
circumstances, or you are unsure how it applies to you, you can seek further
assistance from us.

This publication was current at 24 April 2018,

© Australian Taxation Office for the Commonwealth of Australia

Australian Government

Australian Taxation Office




004



The former Treasurer responded on 11 August 2017 advising that Treasury and
Finance sought an expert opinion from Ernst and Young (EY). EY has advised that
declaring payments to the taxi licence holders as ex-gratia payments is unlikely to
change the tax treatment already considered by the Australian Taxation Office (ie.
payments subject to income tax). In addition, the Department of Planning, Transport
and Infrastructure’s proposed regulation establishing a fund and setting out the basis
for making the payments means that the payments could not be considered ex-gratia
payments under Treasurer’s Instructions 14.

The former Treasurer also advised the Taxi Council SA that Treasury and Finance
applied for a class ruling to confirm the tax treatment of the payments.

The above correspondence is included in Appendix 1.
It is also understood that there was further communication between the former
Treasurer and the Taxi Council SA in relation to this matter. We do not, however,
have any further details.

3) lIs it correct that if paid as ex gratia payments then there is no tax payable?
Yes, if it was genuine ex-gratia payment. However, as advised by EY and per
requirements of Treasurer’s Instructions, it was not possible to classify these

payments as ex-gratia payments.

4) Before decision taken, did the former Minister for Transport and Infrastructure request
the former Treasurer to make payments as ex gratia?

Per the above, the former Minister for Transport and Infrastructure had requested the
former Treasurer to make payments as ex-gratia on 19 June 2017. However, the
former Treasurer advised that it was not possible in his response dated 11 August
2017.

5) Please provide a copy of the EY advice and a copy of the tax ruling application.

Please refer to Appendices 2 and 3.

Kevin Cantley
EXECUTIVE DIRECTOR, PUBLIC FINANCE

24 October 2018

Contact Officer: Kym Della-Torre

Telephone: 08 8226 9575

Email address: kym.della-torre@sa.gov.au
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17MTS/0273
Govarnment

of South Australia
Mr Jim Trlantafyllou
General Manager
Tax! Counll of South Australla
74 Rlohmond Road
MILE END SOUTH SA 5031

The Hon Stephen Mullighan MP

D
Dear Mr T/i ntafyllou

| tefer to our meeting of 24 April 2017, and your emall dated 27 April 2017, | wish
to provide the following information as conflrmation of our discusslon,

_ Levy commencement

As you are aware, the South Australlan Government ls Introducing a $1 Point to
Polnt Transpart Setvice Transaction Levy (the lavy), as part of the taxi and
chauffeur vehicle regulatory reforms. .

Collection of the levy will commence on 1 May 2017, This means that from
19.01am Monday, 1 May 2017, an extra $1 will need to he added through the
tax-meter for all Journeys completed that commenced In the Adelalde
metropolitan area, The levy mustbe added separate to the fare so as not to attract
GST: this was communloated (along with other information regarding levy
implementation) to all taxl-meter manufacturers, Installers and industry
stakeholders via emall on 8 Maroh and 31 March 2017,

As discussed, you are aware of the levy requirements and you have advised me
that the Industry and centralised booking services are prepared for the
Implementation and collection of the fevy on 1 May 2017,

Levy collection

Regarding bllling arrangements, the Department of Planning, Transport and
Infrastructure (DPTI) will manage the collection of the levy through Involcing at
the end of each assessment perlod, The Initial assessment perlod will be
1 May 2017 to 30 June 2017. After this, each assessment perlod will ocour:
quarterly aligning with financial years, :

Each relevant provider s required to provide DPT! with the total number of
point to point journeys completed within 14 days at the concluslon of each
assessment perlod, This data will be used to determine the Involse amount, so it
must also include evidence to Justify Instances where the levy could not be
collected. The enclosed return form details what Information must be returned to
DPTI, as well as additional records that must be kept by the relevant provider,
Thia form will be avallable electronlcally for submission via emall. .

Mintster Tor Transport and nfrastrocture :
wnlstar for Housing and Urban bavelopmen
S i
(12
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DPT! will prepare and send an involce to each relevant provider, which must be
pald within 60 days (for the first assessment period), and within 30 days for each
subsequent assessment perlod. The payment methods are detailed on the
Involce (EFT preferred), and follow standard government Involcing guidelines.

Penalties apply for non-lodgement of returns and non-payment of the levy,
However, | appreciate that there may be minor lssues to be considered In the first
assessment period, and we will collaborate to resolve any such Issues. DPTI

would appreciate Information on any minor issues as they arlse.
Industry Assistance Payments

Applications for the $30,000 industry asslstance payments will be open from
20 May 2017, with detelled information to be provided to eligible tax licence
holders In the neat fuiure, Taxi licence lasseos who held their lease agresment
as at 12 April 2016, will also be eligible for agsistance of $50/waek for up to
11 months. All payments will be one lump sum, and It is my Intentlon to request
that the Treasurer classify these as ex-gratla payments. Please note, however,
that this may- or may not Influsnce the determination of the Australlan Taxatlon
Office with regard to the Impact on taxable income, which operates under Federal
law,

As discussed, the State Government has a strong desire to provide Industry
assistance payments as a matter of priority, As you are aware, these payments
are rellant oh the successful implementation of the levy from 1 May 2017, as
such, we wlill seek assurances and evidence from relevant providers that the levy
collection has been successfully implemented and is able fo be passed on to
government. | look forward to your advice and demonstration that the levy has
been implemented, and evidence from your systems that the levy is being
oollected to facilitate prompt payment of the industry assistance packages.

Compliance

The DPTI compliance strategy will sontinue to focus on ensuring and improving
the safety of passenger transport and general road users as a priority, but will
also include enforcement of passenger transport leglslative requirements.

As discussed, DPTI representatives will be in further contact with you regarding
the communication to Access Taxl drivers, gnd the lifting fee.

Yours sinoerely __,

-

Pl

—

//

HON STEPHEN MULLIGHAN MP
MINISTER FOR TRANSPORT AND INFRASTRUCTURE

Z7April 2017

Eno
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Governmant
of South Australla

o

The Hon Stephen Mullighan MP

MINUTES forming ENCLOSURE 2017/03818/01

To: THE TREASURER

RE: TAXI INDUSTRY ASSISTANGE PACKAGE

On 12 April 2018, the South Australian Government announced a range of reforms to
the taxl and chauffeur vehicle industry, Including Industry Asslstance Payments to taxi
llcence holders and lessees in recognition that the exlsting industry will face increased
competition from other polnt-to-polnt setvices.

The Industry assistance payments consist of a $30,000 payment for ellgible licence
holders and $50 per week for the remainder of their lease up to a maximum of
14 months for eligible lease holders, This Industry asslstance package follows the
Independent review and reforms to the Taxi and Chauffeured Industry In South
Australla and setves to offset Impacts of the new regulatory framework on taxl owners
and lessees. ' .

On 22 May 2017 the Government announced that app\icationé for the Taxl Industry
Asslstance Package may be.lodged by eligible tax! llcence holders or lessees as at
12 Aprll 2018, ' .

The Australlan Taxation Office has advised that the assistance provided to Industry
will be classified as assessable Income, | am advised that this Is due to the payments
asslsting licence holders to adjust to changes In the taxi Industry and are not a buy-
hack atrargement or for the cancellation of a taxl licence.

To further asslst the Industry during the current reform, 1 request that the industry
asslstance package payments he consldered as ex-gratla payments, as this assistance
s provided to industry from the South Australlan Government as a goodwill payment
and in line with the Treasurer’s Instruction 14.

HON STEPHEN MULLIGHAN MP

MINISTER FOR TRANSPORT AND INFRASTRUCTURE

ly June 2017

Minlster for Transport and Infragtruature
Minlster for Housing and Urhan Davelopmant




Government
of South Australia

Office of the

MINUTES forming ENCLOSURE fo: Physical ID; TRS17D0824 Treasurer

Minlster for Finance

Minister for State

Development

Minister for Mineral
Resources and Energy

Level 8

State Administration Centre

200 Victoria Square
Adelalde SA 5000

GPO Box 2264
TO: HON STEPHEN MULLIGHAN MP Adelaide SA 5001
MINISTER FOR TRANSPORT AND INFRASTRUCTURE DX 56203 Vo Squae

Fax 088226 1896

RE: TAXIINDUSTRY ASSISTANCE PACKAGE

| am writing in response to the minute requesting that the taxi industry assistance
package payments be considered as ex gratia payments.

The Department of Treasury and Finance sought an expert opinion from Emst and
Young (EY). EY has advised that declaring payments to the taxi licence holders as ex
gratia payments is unlikely to change the tax treatment already considered by the
Australian Taxation Office (ie the payments would most likely be taxable in the year
they are received).

In addition, the Department of Planning, Transport and Infrastructure’s proposed
regulation establishing a fund and setting out the basis for making the payments means
that the payments could not be considered ex gratia under Treasurer's Instructions 14.

There is a possibility to argue that the $30,000 payment relates to a loss in value of
the taxi licence itself. This would not eliminate the tax liability, but would defer until the
taxi licence is disposed.,

The Taxi Council may wish to seek a class ruling from the Australian Taxation Office
to seek confirmation of the tax treatment. This tax position would require specific action
to demonstrate the loss in value. This includes public pronouncements as to what the
payment is for, communication to the licence holders to that effect as well as obtaining
an expert opinion on the loss in value of taxi licences as a result of regulatory changes.

/| August2017

minister.koutsantonis@sa.gov.au
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MINUTE
Government
of South Australia
Department of Treasury
and Finance
MINUTES forming ENCLOSURE File T&F17/0224
DocNo A968633

To The Treasurer

GOVERNMENT PAYMENT TO TAXI LICENCE AND LEASE HOLDERS - RESPONSE TO
TAX] COUNCIL SA LETTER DATED 9 NOVEMBER 2018

Timing: ROUTINE — For information only

Recommendations/Issues;: It is recommended that you:

« review and sign the attached letter to Taxi Council SA relating to the tax treatment
of the taxi assistance package payments; and

« note that a further briefing for a meeting with the Taxi Council SA on
12 December 2018 is provided under separate cover (A977171).

Noted

ha Lo

Hon Rob Lucas MLC
Treasurer '

DY DA

Key Points:

e As per your request (TRS18D2291), Treasury and Finance has brepared for your
consideration, a draft letter to the Taxi Council SA advising the following:

- Treasury and Finance sought expert tax advice and confirmed that declaring
payments to the taxi licence holders as ex-gratia payments is unlikely to
change the tax treatment already considered by the Australian Taxation
Office (i.e. payments will be subject to income tax);

- the Australian Taxation Office has already made class rulings on payments of
this nature and confirmed them to be taxable on receipt. All taxi assistance
payments made in other states were considered taxable by the Australian
Taxation Office; and :

il

c\users\vandeh02\objcache\abjective-prod\8008iobjectsitra18d2291 minute to the treasurer regarding taxi industry SOUTH
assistance package - response to taxi councli sa letter dated 9 nov 2018 (a968633).docx AUSTRALIA
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- taxi assistance package payments were not considered compensation by the

Australian Taxation Office or the tax expert Treasury and Finance engaged to
confirm the tax treatment.

o This letter is in response to a letter sent to you by the Taxi Council SA
on 9 November 2018.

Electronicall‘y approved by

Heather Watts
A/EXECUTIVE DIRECTOR, ACCOUNTING SERVICES

11 December 2018

Contact Officer: Justyna Carlier
Telephone: 8226 8505
Email address: Justyna.carlier2@sa.gov.au

ci\users\vandeh02\objcache\objective-prod\800a\objectsitrs18d2291 minute to the treasurer regarding taxi industry assistance package - response
to taxi council sa letter dated 9 nov 2018 (a868633).dacx




The Hon Rob Lucas MLC

Government
of South Australia

Treasurer

TRS18D2291
Level 8
State Administration Centre
200 Victoria Square
Adelaide SA 5000
GPO Box 2264
Adelaide SA 5001
DX 56203 Victoria Square
Tel 08 8226 1866
Mr Steve Savas treasurer.dtf@sa.gov.au
President
Taxi Council South Australia Inc
PO Box 635

MARLESTON SA 5033

cheryle@taxicouncilsa.com.au

Y e
Dear Mr-8avas

Thank you for your letter dated 9 November 2018 about Government payments to taxi
licence and lease holders. | apologise for the delay in responding.

In 2017, the Department of Treasury and Finance (DTF) sought external expert tax advice
on the assistance package scheme. The advice concluded that “it does not appear likely
that the taxi industry assistance payments will be considered exempt income”. This was
later confirmed by the Australian Taxation Office (ATO), through the ATO Fact Sheet issued
in October 2018.

Based on the external expert tax advice, DTF considered that declaring payments to the
taxi licence holders as ex-gratia payments would be unlikely to change the tax treatment
already considered by the ATO (i.e. payments subject to income tax).

The ATO has already made class rulings and issued tax fact sheets on payments of this
nature and there is precedent in other States. No tax free treatment has been allowed in

any of the other States offering these types of assistance payments. This includes payments
made in New South Wales, Queensland, Western Australia and Victoria.

Please contact Kym Della-Torre (Director, Advisory and Professional Development) on
08 8226 9575 if you have any questions in relation to this matter.

Yours sincerely

ha Lo |

Hon Rob Lucas MLC
Treasurer

\> December 2018
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issues that were never followed through by senior management. Mr Jones stated that he
wanted more internal auditors to be members of his professional body to ensure they
abided by global standards around the role and said he expected the Royal Commission
to eventually issue recommendations that strengthen the role of internal auditors at

banks.

Below is a snapshot of risk and audit frameworks across New South Wales (NSW),
Victoria and South Australia.

NSW

In 2013 the NSW Treasury commenced a reform program known as Financial
Management Transformation, aimed at improving financial governance across the NSW

public sector.

The NSW Government has implemented the TPP 15-03 - Internal Audit and Risk
Management Policy for the NSW Public Sector. This policy was prepared to assist
agencies fulfil their legislative obligations under section 11 of the Public Finance and
Audit Act 1983 (NSW), which requires that departments and statutory bodies establish
and maintain an effective internal audit function. Specifically, the Policy:

o articulates clear principles and specific core requirements.
o clarifies roles and responsibilities across risk management and internal audit

o recognises the diversity of the NSW public sector providing flexibility for
agencies to implement and manage their affairs, and

o streamlines attestation requirements.
IlA assisted in the development of this NSW policy.

The NSW policy supports effective and efficient management by promoting the use of
best practice standards and frameworks and tailoring those frameworks for agencies to
implement, further develop and manage.

o The core requirements concerning risk management have been largely
modelled on Australian/New Zealand Standard (AS/NZS) ISO 31000: 2009
Risk management — Principles and guidelines.

o The core requirements relating to an agency’s internal audit function have
been modelled on the llA International Standards for the Professional Practice
of Internal Auditing.

Victoria

In Victoria, the Minister for Finance has issued Standing Directions under section 8 of the
Financial Management Act 1994 that specify public sector agency responsibilities to
achieve a high standard of public financial management and accountability.

One of the Standing Directions relates to establishing and maintaining an effective
financial governance framework with appropriate oversight and assurance from an audit
committee and internal audit (sourced internally or externally).

The internal audit function must:

o beindependent of management;
o have suitably experienced and qualified internal auditors;
o have access to sufficient information, to enable it to perform its function; and

o is subject to a protocol to manage conflicts of interest for internal auditors.
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South Australia

Section 41 of the Public Finance and Audit Act 1987 (the PFA Act) provides the
Treasurer with the power to make instructions regulating matters related to the receipt,
expenditure or investment of public money, the acquisition or disposal of property, or the
incurring of liabilities, by the Treasurer and public authorities.

Treasurer's Instruction 2 (TI2) provides instructions to the chief executive of a public
authority on their overarching financial management responsibilities, including in relation
to:

o Documentation;

o Risk management;

o Resource management;

c Income management;

o Expenditure management; and

o Asset and liability maintenance.

Under T! 2.6, a Chief Executive is required to establish and maintain effective policies,
procedures and systems for the identification, assessment, monitoring, management and
annual review of financial and tax risks. The Risk Management Policy Statement issued
by the Premier and the Treasurer in November 2009 and the Australian/New Zealand
Standard AS/NZS ISO 31000:2009 Risk Management Principles and Guidelines provide
guidance in establishing an appropriate financial and tax risk management regime.

No additional guidance is provided to public authorities on the establishment of policies,

to enable sufficient discretion when establishing a governance regime that is suitable for
its business. For example, a governance regime for SA Water would look vastly different
than a governance regime for the Dog Fence Board.

In late 2017, the Department of Premier and Cabinet drafted the South Australian Public
Sector Risk Management Framework designed to establish an effective and holistic
approach to risk management across the South Australian Public Sector. This draft
framework would mandate that broader drivers of risk, other than purely financial and tax,
be considered by such a function, namely performance, people and culture. Each agency
would be required to have, in place of an Audit and Risk Committee, a Risk and
Performance Committee as a source of advice to the Chief Executive.

o Gty

Kevin Cantley
EXECUTIVE DIRECTOR, PUBLIC FINANCE

4 June 2018
Contact Officer: Rebecca de Laine
Telephone: 8204 1727
Email address: rebecca.delaine@sa.gov.au
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units and apartments) were 9.0% above the 10 year average. These ‘other’ dwelling types
are gradually increasing as a share of total approvals, in South Australia and nationally.
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Deloitte Access Economics commented in its recent Business Outlook (23 October) that in
South Australia “housing construction is rising at a time when it's falling elsewhere”.

MBSA’s proposals

MBSA presents a “five point plan to rejuvenate housing and help get more first homebuyers
into the market”. Advice on these proposals has been developed in consultation with DPTL.

Proposal 1: Stamp duty exemption for first homebuyers (on new builds)

Your government has articulated clear priorities in relation to tax reform, within the context of
sustainable and prudent management of the State Budget.

Stamp duty on property transfers is perceived by the community to be a negative influence
on housing affordability. However, if stamp duty on first homebuyer purchases were to be
reduced or even abolished, there is a significant probability that there would not be a material
impact on affordability because property prices would be bid higher. Any benefit is likely to
be captured by developers and vendors, rather than flowing through to first homebuyers.

To the extent that stamp duty imposes costs on homebuyers, the impact of this is already
lower on new builds than on established houses, because in the case of a new build, it is
only the land that attracts stamp duty (not the construction costs).

While the proposed stamp duty relief may incentivise some first home purchasers to switch
their preference from an established property to a new build, the extent of this impact is
unclear, supported by the view that the markets for established and new homes are relatively
distinct. To the extent that there is a switching impact, the overall level of first home
purchasing activity would remain unchanged.

It is also expected that any stamp duty relief would benefit those who would have purchased
a new property anyway. Also, it is likely that any additional new first home purchases in the
short term would reflect a pull forward of purchase activity from future years (on the
assumption that any relief scheme would be time limited).

It is estimated that a full stamp duty exemption for first home property purchases up to the
Adelaide median property value, with a concessional phase out rate of duty (e.g. over a
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$100,000 band), would cost in the order of $40 million per annum and represent a substantial
erosion to the State’s budget capacity particularly in the context of current fiscal pressures.

Stamp duty is typically considered an inefficient tax which impedes the best use of our
housing stock, and has a disproportionate impact on people wishing to move (for example,
due to employment reasons or changes in their life circumstances). Nevertheless, stamp
duty on property transfers is a progressive tax (rates of duty are higher for more highly
valued properties) and any replacement revenue stream would need to be carefully
structured so as not to produce inequitable outcomes.

First homebuyers in South Australia who purchase a newly constructed home are currently
eligible for a grant of up to $15,000. Prior to 2012, a grant of up to $7000 was available to all
first homebuyers (of both new and established dwelling). If any further assistance to first
homebuyers was considered to be warranted, it would be preferable to do so by reviewing
the grant criteria or grant size, rather than via a stamp duty concession.

Proposal 2: Removing the requirement to have a rainwater tank

[n South Australia, new houses (and some extensions) are required to have additional water
supply to supplement mains water. This requirement was introduced in 2006 as a
sustainability measure, during a period where prolonged drought was posing a real threat to
Adelaide’s urban water supply. The requirement is contained in a South Australian addition
to the Building Code of Australia. In addition, some local council Development Plans also
include a requirement to have an additional water supply.

Most commonly the requirement is met by installing a rainwater tank. DPTI has advised that
the cost of supplying and installing a 1000 litre minimum size rainwater tank is in the order of
$2,000 (with additional cost of pre-plumbing by the builder, in the order of $500).

Removal of the requirement for a tank could save the installation cost, as well as ongoing
costs associated with rainwater tanks, such as tank cleaning and maintenance, maintenance
and eventual replacement of the pump and auto change device, or replacement of filters
(which are necessary if rainwater is to be used for drinking). If the requirement for pre-
plumbing was retained, this would make it easier for homebuyers to install a tank at some
later stage, if they wish to do so, without incurring significantly higher costs for internal
plumbing to be reworked.

Removing the state-level supplementary water requirement would only be effective if local
councils also followed suit in removing similar requirements from their Development Plans.

Proposal 3: A South Australian Productivity Commission investigation

MBSA has proposed an inquiry into building costs by the South Australian Productivity
Commission, including taxes. The scope of any Productivity Commission inquiry should be
limited to regulatory costs, not extended to taxes. An inquiry would provide an opportunity
for a rigorous evaluation of the benefits and costs of a range of building regulations, including
the requirement for rainwater tanks (which is a requirement specific to South Australia).

Proposal 4: First homeowner grant for the regions

Various data sources indicate that housing in regional areas is significantly more affordable
than in capital cities, in South Australia as well as nationally. While many regional areas
struggle to attract and retain population, in particular younger people, this issue is not likely
to be resolved by a regional-specific housing initiative if there are not sufficient job
opportunities in regions to attract young people.
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The impact of such a measure would be questionable, and as indicated above, any benefit
would likely be captured by vendors and developers rather than first homebuyers.

Proposal 5: Planning reforms to promote economic growth, not threaten housing
affordability

The primary purpose of the planning system is to allocate land use in a way that promotes
development outcomes that align to community expectations. There are many factors that
affect housing affordability, including income levels, lending rates, the supply of housing, and
a range of federal and state policy settings around tax and incentives.

There have been various reforms to South Australia’s planning system in recent years. The
Australian Productivity Commission noted in 2011 that planning systems across Australia
suffer from increasing ‘objective overload’ — including unresolved competing objectives —
where rolling reforms are not fully implemented or evaluated before being replaced with
further reforms.’ :

L7

David Reynolds
CHIEF EXECUTIVE

_ 71 1/ 12018

" |Contact Officer: Matthew Winefield
Telephone: 8429 3495
Email address: matthew.winefield@sa.gov.au

’ 1 Productivity Commission (2011), Performance Benchmarking of Australian Business Regulafion:
Planning, Zoning and Development Assessments, Research Report, Canberra (p. xxii)
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cost of increasing the tax-free threshold to $1.5 million for comparison. The table
provides a full year cost in 2019-20 - this impact would continue in future years (indexed).

Budget impact Businesses
Tax-free threshold Tax rate phase in 2019-20 paying less
From To $m no.
Current $600,000 $1,500,000 $1,700,000 0.0 0
$600,000 $1,500,000 $2,000,000 9.9 800
$600,000 $1,500,000 $3,000.000 -37.6 1,600
$600,000 $1,500,000 $5,000,000 -81.3 2,700
$1,500,000 n.a. n.a. -94.1 5,900
Start date
e Consistent with the election commitment these changes will commence from 1 January
2019.
e Assuming the current ex-gratia arrangements were continued if the start date was

delayed, the estimated budget benefit from the start until 1 July 2019 months is $17.7m
(6/12 impact), while the cost of bringing forward 6 months to 1 July 2018 is $21.2m.

Interstate comparison

e A comparison of interstate payroll tax rates and thresholds is shown in the table below:
SA SA VIC
{current) (1 Jan 2019} NSswi2 VIC (Regional) QLD® WAl TAS NTI¢ ACT
Basic Rate 4.95% 4.95% 5.45% 4.85% 3.65% 4.75% 5.50% 6.10% 5.50% 6.85%
{current}
2.425%
(1 July 2018}
Small 2.50% 0.00% n.a. n.a. n.a. n.a. n.a n.a. n.a. n.a.
business rate {5600k to {current)
$1.0m) 4.00%
(51.25m to
$2.0m)
{1 July 2018)
Tax-free 750,000 625,000 625,000
Threshald (3) (current) (current} (current)
600,000 600,000 850,000 650,000 650,000 1,100,000 850,000 1,250,000 1,500,000 2,000,000
{1 July 2018) (1 July 2018) (1 July 2018)
Rate phase in n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
~-From 1,000,000 1,500,000
-To 1,500,000 1,700,000
Deduction
n.a. n.a. n.a. n.a. n.a. n.a. n.a
phase out
~From 1,100,000 850,000 1,500,000
-To 5,500,000 7,500,000 7,500,000

{a) NSW is progressively increasing their tax-free threshold: $850,000 in 2018-19; $900,000 in 2019-20; $950,000 in 2020-21; $1,000,000 in 2021-22.
{b) For payrolls $1.1m to $5.5m, deduction of $1.1m reducing by $1 for every $4 payroll exceeds $1m. No deduction for payrolls over $5.5m.
(c) For payrolls $850,000 to $7.5m, deduction of $850,000 reducing by $17 for every $133 that the payroll exceeds $850,000. No deduction for payrolis over $7.5m.
{d) For payrolls $1.5m to $7.5m, deduction of $1.5m reducing by $1 for every $4 payrolil exceeds $1.5m. No deduction for payrolls over $7.5m.

Other payroll tax issues previously raised by Business SA

Business SA have suggested a range of payroll tax reform options as part of their Charter

2018 —Taxation Focus Paper. The estimated impacts of the payroll tax reform options
contained in the paper are outlined below.
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be given to more tightly defining eligible contracts of training or other compliance
measures.

PhD STEM dgraduates payroll tax exemption

o The estimated cost of exempting the wages of STEM PhD graduates from payroll tax
from July 2019 is outlined in the table below. The costing assumes the exemption is
available for the first year of employment after graduation only.

Payroll tax exemption for STEM PhD graduate from July 2019
2017-18 2018-19 2019-20 2020-21 2021-22

$m $m $m $m $m
NOB —_ — -0.5 -0.5 -0.6
NL —_ — -0.5 -0.5 -0.6
Net Debt — — -0.5 -1.0 -1.6

e The costing has been based on Australian Department of Education and Training Award
course completion data (scaled for South Australia) and a broad estimate of average
wages for eligible graduates.

Contact Officer: Greg Raymond
Telephone: 822 69537
Email address: greg.raymond@sa.gov.au
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State, and will result in a saving of around $165 in 2018-19 for a median valued
metropolitan residential house.

o Land tax - the Government announced changes to land tax from 2020-21. This
includes increasing the tax free-threshold to $450,000 as well as the introduction of a
new 2.9% marginal tax rate for land tax ownerships between the current top tax
threshold and $5 million. It is estimated that this measure will benefit over 50,000
ownerships (including around 8,000 that will no longer have a liability).

o Payroll tax - from 1 January 2019, businesses with national taxable wages of up to
$1.5 million will be exempt from payroll tax. In addition, business with payrolls
between $1.5 million and $1.7 million will receive a reduction in their payroll tax
liabilities. It is estimated that around 3,200 businesses will become exempt from
payroll tax, with a further 400 businesses benefiting from a lower rate of payroll tax.
This measure is expected to cost around $45 million per annum indexed ($18 million
in 2018-19 due to 1 January 2019 commencement date). The draft bill for these
changes is currently being considered by industry and stakeholders as part of a
confidential consultation process.

e The Foreign Owner Surcharge was introduced by the previous Government at a rate of
7% on the purchase of residential property by foreign buyers and temporary residents
from 1 January 2018. New South Wales, Victoria, Queensland and Western Australia
have introduced/announced similar surcharges. The current budget for the Foreign
Owner Surcharge is below.

Current Budget Profile

2017-18 201819 201920 2020-21 2021-22
sm Sm Sm . Sm sm

2017-18 MYBR - 7% surcharge 10.9 23.3 248 26.4

¢ Your office is currently considering the approval of an ex-gratia scheme, which would
exclude significant residential developers/projects from being liable for the surcharge.
The proposed scheme excludes developments of more than 20 lots or developments that
make a significant contribution to a regional area.

Proposal 2 - First home buyers: stamp duty concession (new and established) up to
metropolitan median property value

e The First Home Owner Grant (FHOG) Scheme currently provides a $15,000 grant for first
home buyers who build or purchase a new home up to the value of $575,000.

e The FHOG has been targeted at new homes only to encourage increases in housing
stock and therefore help maintain housing affordability. This policy is consistent for
FHOGs across other jurisdictions, although other States also provide stamp concessions
for first home buyers that are available to both new and existing properties.

e There were around 2,500 recipients of the FHOG in South Australia in 2016-17 with a
total cost of around $36 million.

e Based on FHOG data prior to the retargeting of the scheme to new homes only, around
35% of first home purchasers bought new property and around 65% purchased
established properties. As such, the majority of stamp duty relief under this proposal
would benefit purchasers of existing properties and have a significant cost.

e |tis estimated that the introduction of a stamp duty exemption for all first homebuyers up
to the median property value, with the level of relief phasing out over a $100,000 band
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above the median property value (i.e. $470,000 to $570,000), would cost over
$100 million per annum.

e To the extent that the stamp duty relief incentivises additional activity for existing
properties, this could put upwards pressure on prices and limit any improvement in
affordability for first homebuyers (particularly for lower valued properties in the value
range normally purchased by first home buyers). Numerous reviews, including the
Grattan Institute’s recently released Housing Affordability: Re-imagining the Australian
Dream report have questioned the benefit of all forms of first homebuyer concessions.

Proposal 3 - Abolish land tax aggregation, indexation of thresholds to minimise bracket creep
and exemption of pensioners

e Land tax is generally considered to be one of the most efficient taxes levied by state
governments. Inefficiency in taxes arises from economic behaviour changing as a result
of atax. To some extent, land tax will be built into the price of land, which limits the
impact on investment and business activity which makes use of land.

» A progressive land tax scale reflects the concept that those with greater capacity to pay
should contribute more in taxes. Land tax aggregation is applied to ensure taxes apply to
those with similar financial circumstances in the same way.

e Land tax is applied on the basis of the total land holdings of the person or business that
owns land, rather than each individual property. Aggregating land holdings ensures that
land holders are treated equitably where they have total land holdings of equal value.
For example, a landowner with one property valued at $800,000 would pay the same
amount of land tax as a landholder who owns two properties valued at $400,000 each.

e Abolishing aggregation would cost around $130 million per annum indexed.

e Since 2011-12, land tax thresholds have been increased in line with average increases in
site values as determined each year by the Valuer-General. This indexation policy helps
to minimise the impact of ‘bracket creep’ experienced by taxpayers and ensures land tax
revenue growth is more in line with land value growth.

e Land is considered to be one of the most efficient and sustainable tax bases on which to
raise revenue due to its broad base and immovable nature. For greatest efficiency, it is
desirable to have few or no exemptions with no tax-free threshold.

e Land tax is a known cost of holding land and in principle is no different to the costs
associated with holding other types of investments or income producing assets. If a
pensioner/part pensioner is able to acquire investment land from which income is or can
be generated, this is indicative of a degree of financial capacity when considering that
they would have benefitted from a tax-free threshold of $353,000 in 2017-18.

e Ifitis assumed that a pensioner held a property in 2017-18 with a site value equal to the
tax-free threshold and the site value represented 50% of the underlying capital value
(land and improvements), the property would be valued at around $700,000. This would
indicate that a pensioner could hold and generate income from property valued at 50%
higher than the metropolitan residential median value of around $470,000 and still not
have a land tax liability.

e ltis considered that individuals who can hold this value of investments has the capacity
to pay some land tax.
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Proposal 4 - Stamp duty exemption for residential property ‘right sizing’ purchases by seniors

e The previous Government provided an $8,500 Seniors Housing Grant (SHG) for people
over 60 years of age on the purchase of a new ‘right—size’ principal place of residence.
The grant was available for eligible new homes valued up to $400,000, and phased out
for eligible homes valued up to $450,000. The grant could only be claimed once per
household and was available for eligible new home contracts that were entered into
between 1 July 2014 and 30 June 2016.

e SHG payments are still being made to eligible recipients in 2017-18, reflecting
settlement/completion dates of new properties. To date, around 780 grants have been
paid with a cost of $6.4 million.

e The introduction of a stamp duty concession scheme targeted at the same cohort of
individuals for the purchase or construction of new homes with a full exemption up to
$400,000, phasing out to $450,000 and the same 2 year eligibility timeframe would likely
have a similar cost and humber of beneficiaries.

e The relatively low uptake of the former SHG is likely due to it being limited to new
properties only. Extending the concession to existing properties would significantly
increase the cost and could also have potential inflationary impacts on property prices,
limiting the benefits from the concession.

Proposal 5 — Mandatory ongoing training for real estate practitioners

» Consumer and Business Services (CBS) has advised that New South Wales is the only
jurisdiction requiring mandated continuing professional development.

o However, New South Wales has lower entry requirements for registration as a real estate
agent. In South Australia, there are significant training and qualifications required to
meet registration requirements. CBS is of the view that the higher entry standards are
sufficient and mandatory professional development should not be a regulatory
requirement.

e There is a significant review of real estate training across Australia due to commence
shortly. Any consideration of mandatory professional development should be considered
as part of that review.

Proposal 6 — SACAT recovery of application fees and abolition of Housing SA bond
guarantees

e SACAT hears disputes between landlords and tenants where there is disagreement on
residential tenancy bond returns. This includes where landlords make claims against the
bond for unpaid rent or damage and the tenant disagrees, or the tenant cannot be
located (silent tenant).

e SACAT charges an application fee to hear matters (currently $71.50). As SACAT is
intended to be a low cost jurisdiction, all parties bear their own costs —i.e. costs are not
recoverable by the “winner”.

o For residential bonds that are covered by a Housing SA guarantee, where there is a
dispute, Housing SA is notified and SACAT includes Housing SA as third party in the
resolution of matters referred to it.

o Housing SA chooses whether to be involved in the dispute resolution, depending on the
individual circumstances of the dispute. The bond funds are owned by Housing SA and
are used to help people access affordable private sector rental options.
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e SACAT has advised that the involvement of a third party in the dispute resolution process
can delay the process and can result in a more complex process as agreement for all
parties is sought.

e Consumer and Business Services has been working with the industry to make
improvements to the process for bond disputes (prior to their referral to SACAT).
This includes introduction of an on line process to streamline the bond refund process.

J/W%W

Tammie Pribanic
EXECUTIVE DIRECTOR
BUDGET, ANALYSIS AND PERFORMANCE

@ June 2018

Contact Officer: Greg Raymond
Telephone: 822 69537
Email address: greg.raymond@sa.gov.au
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e Racing SA has advised that if it does not receive additional funding, it will need to cut
expenditure, including on infrastructure, maintenance and prize money across the state.

e For background information, the table below shows the total revenue generated by
Thoroughbred Racing SA (the largest of three codes) over the last five years (as
published in their annual reports). It shows that including government grants, total
revenue has grown by an average of 10.4 per cent per annum over that period. If
Government grants are excluded, total revenue has grown by an average of 7.4 per cent
per annum over that period.

Thoroughbred Racing SA

TAB Product Fees

Wagering Tax Relief

Net Betting Operations

Interest

SA Government Grants

- prize money

- compensation for BOT impact

Oth

Source: Thoroughbred Racing SA annual reports

/

o e

Tammie Pribanic
EXECUTIVE DIRECTOR

BUDGET AND PERFORMANCE

/j December 2018

2013-14 2014-15 2015-16 2016-17 2017-18
27,697,491 28,089,605 27,359,360 28,708,998 30,202,289
5,559,222 5,534,112 5,366,273 5,225,939 3,125,883
10,273,412 16,352,710 19,417,699 22,945,127 21,473,906
357,236 434,631 429,200 363,631 321,727
3,000,000 3,000,000
4,054,344

14.4% 4.2% 9.4% 2.2%

Contact Officer:

Greg Raymond

Telephone:

8429 3193

Email address:

greg.raymond@sa.gov.au
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o Football Federation Australia;
o National Rugby League;

o Netball Australia;

o Rugby Australia, and

o Tennis Australia.

e The role of COMPPS is to provide a collective response on behalf of its member sports
where their interests are aligned.

o Sports betting accounts for around a quarter of total wagering expenditure in Australia,
with Racing (thoroughbred, harness and greyhound racing) accounting for the remaining
expenditure.

« While it accounts for a lower proportion of expenditure, sports betting has experienced
significant growth in recent years. According to the Australian Gambling Statistics,
$1.1 billion was lost by gamblers on sports betting in Australia in 2016-17, a 15.3 per cent
increase compared to 2015-16.

Discussion:

e COMPPS argue that the introduction of the BOT will limit their ability to increase revenue
they generate through product fees received from betting operators. They have sought a
‘fair distribution’ of revenue generated through the tax to the industry and the introduction
of a no worse off guarantee. They have stated that similar arrangements were introduced
for the racing industry.

e COMPPS have also requested that the Government implement legislative changes to
require wagering providers to enter into integrity and product fee arrangements with the
relevant sports controlling body before betting can be undertaken on a sporting event.

e The introduction of the BOT does not directly impact on the ability of sporting bodies to
negotiate product fees from wagering providers. Gambling can cause harm to some
people and taxing wagering through the BOT provides a contribution to these costs
incurred by government.

« The South Australian Government already provides significant funding to sporting bodies,
including through the Office of Recreation and Sports grants. Treasury and Finance does
not consider that there is a need to directly hypothecate revenue from the BOT to sports
or their controiling bodies.

« The ‘no worse off arrangements referred to with the racing industry in the
correspondence relate to a change in revenue the racing industry previously received
from UBet SA. There was not a similar impact on sporting bodies.

« In relation to the introduction of integrity and product fee agreements in legislation, this
issue was considered as part of the Review of Australia’s Sports Integrity Arrangements
undertaken by the Hon James Wood AO QC for the Federal Government. The final report
of this review was released on 1 August 2018.
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e Treasury and Finance has been advised that South Australia is participating in
discussions with the Commonwealth and other states on the next steps following the
release of the report. It is considered that this is the appropriate forum to hold those
discussions and consider the implications of any proposed changes at this time.

Tammie Pribanic
EXECUTIVE DIRECTOR
BUDGET AND PERFORMANCE

/O December 2018

Contact Officer: Greg Raymond

Telephone: (08) 8226 9537

Emall address: greg.raymond@sa.gov.au
Attached

Draft response to Mr Malcolm Speed
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Response:

e The Commonwealth Grants Commission (CGC) has released its 2019 Relativity update
which estimates that SA will get $6,946 million in GST funding next year, compared with
the estimate of $7,275 million included in SA’s Mid-Year Budget Review. This is an
estimated reduction of $329 million in 2019-20.

e These Relativity updates are issued every year and the CGC has amended our relativity
factor from 1.477 to 1.465 which, together with a smaller total GST pool contained in the
Commonwealth Mid-Year Economic and Fiscal Outlook has led to the significant
reduction in GST funding to SA.

e The estimated cut in GST funding for 2018-19 is much smaller at about $72 million
reflecting changes in the estimated size of the national GST pool.

e The final GST impacts will not be known until the Commonwealth Government releases
its budget in April this year.

e The State Government remains committed to delivering a surplus budget.

e There is no question that the forecast significant cut in GST funding next year will make
the task of budget repair even more challenging.

e |t is imperative that all departments deliver on the important savings task which were
outlined in last year’s budget.

e The Government is considering its future strategy as part of the Budget process which is
currently underway.

Discussion topic — State taxes

2.0 State taxes
Payroll tax

Question: Many people would like to see payroll tax eliminated completely, but it is a
significant revenue item in the State budget. How can revenue streams from payroll tax be
replaced?

Response:

¢ As noted in the introduction, the Government has introduced significant payroll tax relief
since coming to office. As a result of these changes, it is estimated that around 35%
(3200) of previous payroll tax payers will no longer be required to pay payroll tax.

e Although the Government would have liked to have provided payroll tax relief to all
businesses, there is a limit to the level of relief that could be provided given the budget
situation.

e Payroll tax is the largest individual source of state tax revenue, raising over $1.2 billion
per annum.

e While the Government will continue to assess options for further reforms, any changes
need to be undertaken in a fiscally responsible manner to ensure that we can continue
the essential services provided by the Government such as health, education, law
enforcement, public transport and infrastructure.
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When payroll tax was considered as part of Australia’s Future Taxation System Review
led by Ken Henry it was suggested that payroll taxes across Australia should be replaced
by a cash-flow tax. This would be a significant reform that would need to be considered at
the national level. It would also have a range of incidence impacts on businesses.

2.1 Payroll tax harmonisation

Question: Could greater harmonisation be achieved by consolidating how information is
obtained from business registration and annual compliance activities? Are there other areas
of payroll tax that could benefit from harmonisation?

Response:

Along with other jurisdictions, South Australia implemented legislative changes towards
payroll tax harmonisation in 2007.

Payroll tax harmonisation is a standing item for consideration on the Tax Law Committee
which is a national consultation group. This includes a rulings sub-committee tasked with
ensuring that harmonised rulings stay harmonised.

Recently, the NSW Government conducted a Review of Payroll Tax Administration, the
outcome of which was released in November 2018. In the Review, NSW proposed that
some of the recommendations could be harmonised across jurisdictions. This included
items such as contractor provisions, standardisation of lodgement forms and
consideration of annual lodgement deadlines.

This will be subject to further consideration by the Board of Treasurers in 2019. South
Australia is chairing and providing the secretariat function for the Board in 2019. This
presents an opportunity to consider possible further payroll tax harmonisation measures
in the future.

2.2 National Business Simplification Initiative

Question: Are we likely to see the NBSI's Business Registration Service applied in South
Australia to assist businesses by consolidating registration points?

Background:

The National Business Simplification Initiative (NBSI) is a Commonwealth agreement
between the Australian, state and territory governments that focusses on helping
businesses grow by cutting red tape and improving services.

Part of this initiative included simplifying business registration through the online
Business Registration Service, where a business can apply for key business and tax
registrations in one place. This has also been linked to the Service NSW initiative,
reducing the number of places NSW businesses need to register.

Response:

| am advised that SA’s business.sa.gov.au site links South Australians looking to start a
new business to the Commonwealth’s Business Registration Service, to register for an
ABN, business name, tax registrations etc.

The South Australian Government is currently exploring opportunities to further integrate
and consolidate South Australian business-related registration processes.
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Question: Has or will the SA Government talk to the Federal government about extending
single touch payroll to gather payroll tax data?

Background:

e Single touch payroll (STP) was designed by the Australian Taxation Office (ATO) to be
used with an employer’s payroll or accounting software so that each time an employer
runs their payroll, the software sends their employees’ tax and superannuation
information to the ATO.

e STP reporting began from 1 July 2018 for businesses with 20 or more employees, and is
therefore still in its early stages. It is intended that businesses with 19 or less employees
will start reporting through STP from 1 July 2019.

Response:

* | understand that revenue offices across jurisdictions have been in discussions with the
ATO in relation to potential opportunities to align with STP. This has the potential to
improve accuracy of data used by the States and further reduce the compliance burden
on firms by pre-populating forms.

e [ am informed that there are a number of barriers which currently limit the ability of STP in
its current form to be used for payroll tax purposes that will need to be worked through.

o As STP was designed by the ATO to collect salary and superannuation data for its own
purposes, the data collected is not currently suitable for payroll tax purposes. For
example, STP is not currently able to consider various payroll exemptions available in
different jurisdictions for payroll purposes (eg parental leave) or differentiate between
wages paid in multiple jurisdictions by an employer. This would reduce the effectiveness
of any steps to pre-populate STP data for payroll tax purposes.

¢ Jurisdictions will continue to work together on how any barriers to the effectiveness of
STP for payroll tax purposes can be overcome.

Question: What more can be done to reduce payroll tax compliance costs?

Response:

» The reforms to payroll tax implemented by the Government provided significant
compliance cost savings for small businesses with annual payrolls below $1.5 million by
exempting them from payroll tax.

¢ As aresult of these reforms around 3,200 businesses, around 35% of previous payroll
tax payers, will no longer be required to pay payroll tax. In addition to reduction in tax,
this will remove a compliance burden for small businesses, who may be less equipped to
deal with the taxation system.

¢ The Government will continue to look at options that can reduce compliance costs for

businesses when they are interacting with the tax system. This is not just limited to
payroll tax, but the full range of taxes levied by the State.
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Discussion topic — Requlatory reform

Question: Is South Australia implementing a similar regime or looking to be part of future
developments in the Modernising Business Registers program?

Modern business register program

Background:

The Modernising Business Registers program is a Federal Government initiative which is
currently looking into the consolidation a number of Federal business registers.

Some of the objectives of this initiative are to increase the reliability of business registry
services, improve service delivery and reduce complexity, increase access to data to
facilitate greater use, reduce the long-term costs to government of business registry
services, and to foster economic activity and mitigate economic loss to businesses by
minimising instances of fraud.

This is a long term project that is in its early stages. The modernised registers will be
administered by the Australian Business Registrar within the Australian Taxation Office
(ATO). It is understood that a business case with options for streamlining registry
functions and upgrading technology systems is being developed for consideration by the
Commonwealth government in 2019.

Response:

The Modernising Business Registers initiative is still in its early stages, and is a
substantial project that is likely to take a number of years to complete.

I am supportive of measures which seek to reduce red tape and compliance burdens
faced by businesses. The Government will continue to monitor these reforms to see what
benefits could be applied to State functions.

The Government ICT strategy is focused on opportunities for integration and
collaboration to deliver shared outcomes, providing an enriched digital experience for
South Australians. This includes aligning and working in partnership with the Australian
Government, where relevant, to deliver the best outcomes for South Australians.

Regulatory reform - general

Question: Has or will South Australia develop any similar initiatives?

Response:

The Government is open to considering options that reduce red tape on businesses.

Consistent with our election commitment, the Government has established the South
Australian Productivity Commission to examine and make recommendations to
government that facilitate productivity growth, unlock economic opportunities and remove
existing regulatory barriers.

The Commission is currently undertaking its first enquiry into Government procurement.

The draft report for this enquiry is due to be released in mid-March, with a final report in
May 2019.
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e The South Australian Government is also currently in negotiations with the
Commonwealth Government on reforms that could be progressed under the Small
Business Regulatory Reform Agreement.

e The Small Business Regulatory Reform Agreement has been established to deliver
projects that reduce the regulatory burden on small business. Subject to these
negotiations | will be in a position to announce some of the initiative that will be

progressed in South Australia with assistance from the Commonwealth under this
agreement.

WMQ

Tammie Pribanic
EXECUTIVE DIRECTOR
BUDGET AND PERFORMANCE

é /g /2019

Contact Officer: Eka Baker
Telephone: 8429 3190
Email address: eka.baker@sa.gov.au
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e |tis estimated that increasing the tax-free threshold in South Australia from $150,000 to
$1 million per operator (the Victorian and New South Wales level) would reduce
collections by around $1.5 million per annum.

Mo,

Mark Beveridge
A/EXECUTIVE DIRECTOR
BUDGET AND PERFORMANCE

dSeptember 2018
Contact Officer: Greg Raymond
Telephone: 8429 3193
Email address: greg.raymond@sa.gov.au
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Government
of South Australia
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e R DO I'.? R Department of Treasury

/”\ and Finance

MINUTES forming ENCLOSURE File ‘DPC17/0068
DocNo | B297627

To The Treasurer

MASTER CODE FOR HEAVY VEHICLES — PROCUREMENT IMPLICATIONS

Timing:  ROUTINE — for information only

Recommendations/issues: It is recommended that you:

e Note the advice provided by the Grown Solicitor's Office regarding the Master Code for
Heavy Vehicles; and

« Note the proposed education and assurance activities that will be undertaken by
Government Services to mitigate risks to the State arising from this code.

Noted

(o Lo

Hon Rob Lucas MLC
Treasurer

%74 2019

Key Points:

. In November 2018, the Master Code for Heavy Vehicles (the Code) was endorsed by
the National Heavy Vehicle Regulator and applies to all transport vehicles greater than
4.5 gross tonnes. The Code seeks to improve road safety by reducing the risk of fatalities
and injurles caused by driver fatigue, speeding, vehicle overloading and inadequate
vehicle maintenance.

° In seeking to minimise these risks, the Code establishes obligations and responsibilities
on all parties involved in the supply chain, covering not only the driver and vehicle owner,
but also thé consignor (seller) and consignee (buyer) of any goods transported by a
Heavy Vehicle.

. Following your meeting with the Australian Logistics Council (ALC) on 24 January 2019 |
regarding the Code, advice was sought from the Crown Solicitor's Office on the:

o Obligations and risks placed on the consignee of goods (including the State's
Officers); and

o The impact of the Code in relation to existing and future contracts for the supply
of goods. :
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