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From:  
Sent: Wednesday, 2 February 2011 5:02 PM
To: 
Cc: 
Subject: FW: For comment - G20 commitment on fossil fuel subsidies - Australia's response
[SEC= ]
 

 
There is just one fact that has changed – the start date for the taxation of alternative fuels is
now 1 December 2011. 
 
I have also recommend deleting the words giving the rational for not taxing alternative fuels
given that the Government policy is now to tax them.
 
The other changes I have made are just suggestions. Specifically:
 

·         I put all of the discussion of the fuel tax credit system under the budget measures title.
 In the normal use of the terms as I understand them, the FTC payments are budget
expenses rather than a tax expenditure.

Happy to discuss
 

 
From:  
Sent: Wednesday, 2 February 2011 1:18 PM
To:

 - G20 commitment on fossil fuel subsidies - Australia's response
[SEC= ]
 
Hi 
 
As discussed I am sending a brief to DFAT today on the G20 commitment on fossil fuel subsidies
– basically a SOP which will be used by senior officials for a meeting in another international
forum.
 
I plan on sending – as background info – Australia’s response to the commitment.  Before I did, I
just wanted to confirm that our position on the areas of ITD responsibility is unchanged and
that there are no sensitivities I need to be aware of (it would also be good just to get an update
if things have moved on).   Australia’s response is public (as are all other G20 countries’
responses).
 
Would very much appreciate if you could get back to me by 4.30 ish this afternoon.   Sorry
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Fossil fuel production


Australia does not have measures related to the production of fossil fuels that fall within the scope of the G20 commitment.  

Australia is a significant fossil fuel producer.  It produces oil, liquefied petroleum gas, natural gas and coal for domestic consumption and export.  

Fossil fuel production in Australia is generally determined by market forces.  The Australian Government does not impose trade restrictions on the import of fossil fuels.  The import of fossil fuel is subject to a customs duty which is equivalent to the excise on domestically produced fuel. The Australian government does not provide significant budgetary or other sectoral assistance to the industry.  

Budget assistance


Australian Government budgetary support for fossil fuel production is limited to measures that are intended to support production of clean energy.  These measures are outside the scope of the G20 commitment.  


Tax expenditures


Australia does not have any sector‑specific tax expenditures for fossil fuel production (although fossil fuel producers are able to access general measures that apply across the economy or across the mining and quarrying sector as a whole).  

In the 2008‑09 Budget, the Australian Government abolished an excise exemption that previously applied to the production of condensate.  

Fossil fuel consumption


Oil, coal and natural gas are consumed for transport, electricity generation, heating and other industrial purposes.  


The Australian Government does not have measures related to the consumption of fossil fuels that fall within the scope of the G20 commitment.  

The Australian Government does not regulate fuel prices (although petrol prices are subject to monitoring by the Australian Competition and Consumer Commission).  


Budget assistance


The Australian Government provides means‑tested income support payments to low income earners.  It does not provide any payments that are tied to the consumption of fossil fuel (such as heating oil or natural gas).  

Under Australia’s tax system, consumption taxes are intended to apply to final consumption (rather than business inputs).  In the case of the GST, the liability for the GST falls on the supplier but the incidence of the tax is intended to fall on the final consumer.  To achieve this outcome, businesses who have incurred GST on their inputs are entitled to a tax offsetting input tax credit.  

Similar to the GST, although the liability for fuel tax is levied on producers or importers, the incidence of fuel tax is generally intended to fall on on-road users of light vehicles (with a road user charge applying to heavy vehicles).  

Therefore, similar to the input tax credit mechanism for the GST, under the Australian Fuel Tax Act 2006, the Australian Government provides a fuel tax credit that partially or fully offsets the excise on the taxable fuel used by businesses (other than in light on-road vehicles).  The types of business users and the use of the fuel determine the amount rebated.  

Like the GST input tax credit system, businesses who have purchased fuel on which excise has been levied (other than those using the fuel in light on‑road vehicles) are generally entitled to a fuel tax credit to fully or partially offset the incidence of the tax.  


Measures aimed at avoiding the application of consumption taxes on business inputs are not within the scope of the G20 commitment.  Similarly, collecting excise from fuel producers or importers and rebating business users on whom the tax is not intended to apply is more efficient than requiring individual fuel vendors to apply different rates of tax at the point of sale depending on the customer.  


  

Tax expenditures


Production or import of fossil fuel in Australia is subject to excise and the consumption of any fuel is subject to the Goods and Services Tax (GST).  The GST applies at a rate of one eleventh of the final retail price.  Excise is levied on a volumetric basis. 

The rate of excise that applies in Australia varies between different types of fossil fuels.  

· LPG, CNG and LNG are currently exempt from excise.  

· Aviation fuel excise is raised for the purpose of funding the operations of the Civil Aviation Safety Authority (CASA), the agency responsible for provision of aviation services. 

These measures are listed as tax expenditures in the Australian Government’s Tax Expenditure Statement (as the applicable excise rate is below the relevant benchmark rate).  


The excise exemption for LPG, CNG and LNG was introduced to diversify Australia’s sources of transport fuels.  



To further improve the efficiency of Australia’s fuel tax arrangements, the Australian Government recently confirmed in the 2010‑11 Budget that it will phase‑in excise on LPG, LNG and CNG between 1 December 2011 and 1 July 2015.  At the end of this transition period, these fuels will be taxed at 50 per cent of the full energy content tax rate. 

The measure does not fall within the scope of the G20 commitment as it does not encourage wasteful consumption.


Under Australia’s tax framework, employers are taxed on certain benefits they provide to employees.  The Fringe Benefits Tax applies to the provision of motor vehicles.  The tax liability on employers for the provision of a motor car to employees reflects the extent to which the vehicle is used for private use.  One of the methods available for determining this is the statutory method that uses distance travelled as a proxy for business use.  The longer the distance travelled, the lower the effective tax rate paid by the employer.  The purpose of this measure is to provide a simple way of determining the balance between business and private use.  In addition, it applies to all costs associated with acquisition and operation of a motor vehicle, not only fuel.  Also, it applies equally to all types of fuel (including renewables).

This approach which is aimed at providing a simple approach to determining the application of the Fringe Benefit Tax to the provision of motor vehicles does not fall within the scope of the G20 commitment.  
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about the tight turn around. 
 
I have attached our response.
 
Thank you for your continued assistance
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