T K POWER
Chartered Accountant

Telephone/Fax (07) 4992 1862 PO Box 22
E-Mail: tkpower@tpg.com.au BILOELA Q 4715

1 September 2011

Tax Forum

Treasury

Langton Crescent
PARKES ACT 2600

Dear Sir or Madam,
re Income Tax Zone Allowance and Tax Forum 4 — 5 October 2011

| attach my proposal to improve the present zone rebate system to make it fairer for all residents of
remote and rural areas.

In 1945 a zone map of Australia was drawn up showing Zones A and B. Enclosed is a copy of the
history of the Zone Rebate which includes this map showing zone A in dark blue and zone B in light

blue, (or go to web.library@aph.gov.au)

In 1981 Treasurer Howard announced the Government had largely accepted the recommendations of
the Cox Inquiry. These were probably the most significant and complex changes ever made to the
rebate. It created ‘special areas’ for particularly isolated areas in each zone, with higher rebates
available to those residents. These special areas were defined as being in excess of 250 km or more
from a population centre of 2500 or more in either Zone A or Zone B. Attached is a map of Australia
showing the 1981 changes. Copies of newspaper reports at the time are enclosed.

The 1981 changes have several major weaknesses which should be addressed -
1. The 1945 zone map remained the template but is out-dated and unsatisfactory in today’s world.

2. The 1981 zone map shows residents in either zone living within the 250km/2500 population
areas receive a much reduced rebate. Why is this so? Compare the following -

Resident of special area in Zone A or special area in Zone B 31173
Resident of Zone A but not special zone A (e.g. Alice Springs NT) $338
Resident of Zone B but not special zone B (e.g. Kalgoorlie WA) $57

3. Some residents live in remote areas but not in any zone and therefore receive no rebate, e.g.
Mitchell Q, Hay NSW or Port Lincoln SA. (A bloke from Brisbane meets someone from Mitchell. “‘Why
do you live out there?’ — thinks — poor fellow, that is out near Woop Woop.)

4. ltis presently a tax rebate system and | propose it be in the form of an Income Tax Credit, like
the Imputation Credit system.

| also attach a copy of —
Why we need a zone allowance and how changes should be implemented.

Map of Australia showing my proposed changes based on distance from capital cities and
coastal cities over a population of 40,000.



Summary

1. There is a need for recognition of increased cost of living, isolation, uncongenial climatic
conditions, and the lack of educational and medical facilities in rural and remote areas.

2. An Income Tax Credit is the fairest system to implement any scheme.

3. Aradius from capital or coastal cities is the fairest method of identifying zone boundaries.

4. It would not be costly to implement, due to a relatively low inland population.

5. It should henefit all country residents including Police, School Teachers, Doctors, Nurses etc.

6. It becomes an incentive to live in a remote and rural location.
I would like to hear whether you think this proposal has merit.

o/

Yours faithfully,

; |

\
S !&/’ D

Trevor Power FCA



Why we need a Zone Allowance and how changes should be implemented.

It is necessary to have people living in country areas. It is where minerals are mined, crops
grown, livestock fattened or shorn. These primary products are then sent to coastal cities
for secondary treatment, thus continuing the creation of wealth cycle by providing jobs and
export income.

It also encourages decentralisation, which is extremely important to our nation. What is
needed is a tax incentive to live there.

Service people who live in remote areas include doctors, nurses, police, railway, post office,
school teachers etc. These are often the forgotten people. Any incentive through a zone
allowance system should help all rural residents.

Primary industry includes mining, an extremely important part of our economy. But many
rural communities are declining due to the fly-in, fly-out of the mine work-force who live in
camps. This system also results in a separation of families and all shopping is carried out in
their home city. A tax incentive to live where they work could help solve these issues.

I now discuss some of the problems residents living in remote areas face not experienced by
coastal residents.

Cost of Living

Many surveys have been carried out and the results show that living costs are higher in
country areas. The reasons are obvious. Every manufactured article and many items of food
have to be freighted in from coastal centres. Most small towns don't have the benefit of
shops with volume buying; hence they can't buy at lower prices. This means that remote
residents pay more for goods than their coastal city cousins.

Education

Only the larger country towns offer education facilities to Grade 12. If parents want their
child to attend a private or church school, it may be necessary to send them away to a
boarding school. If a child wishes to attend a tertiary institution they may have to move
away from home. This involves board and accommodation and separation from the family.
Compare this with a child who lives in a coastal or capital city. They live at home and travel
daily by bus or train.

Jobs

There are many more job opportunities in large coastal cities and capitals. Government
offices, defence forces, tourist facilities and large public companies offer places of
employment that are unavailable inland. This results in a drift away from the country,
especially by the younger generation.

Medical

If a person outside a major centre needs specialist medical treatment, this may require time
off work and the expense of travelling and accommaodation. Should you require extended
treatment, it means many visits and considerable costs.



Quality of Life

It is invariably not possible to attend theatres and plays, or have a day at the beach when
you reside inland. If a child has a special gift or talent, it may be difficult to find appropriate
teachers or facilities. There is also isolation and uncongenial climatic conditions.

Guidelines
To select the areas for consideration | suggest the following guidelines:-

1. The defined areas should be based on some form of comparison of the cost of living.

2. It should take into account isolation, uncongenial climatic conditions, lack of
educational, medical and recreational facilities, job opportunities and the usual
factors which make up a satisfactory way of life.

3. It should be allowed to every applicable income earning resident.

4. The person should satisfy a six month residency test.

5. The end result must be simple, easily understood and without too many steps and
stairs.

6. The rebate should be reviewed from time to time and kept in line with the CPIl index.

7. There must be some form of flexibility built in to consider special situations.

Zone Boundaries

It is without doubt that the capital cities have the widest choices of shopping, employment,
housing, entertainment and life style. Coastal provincial cities with a population over a
certain figure, probably 40,000, also have reasonable living costs, medical and educational
facilities and job opportunities.

A remote area must be one which is the opposite of these descriptions.

Inland cities suffer most of the disadvantages mentioned because of remoteness. They
should qualify for consideration on the same basis as other inland towns.

There has to be a weighting between capital cities and coastal cities, for the reason that a
capital city has certain advantages over a coastal city.

When discussing the question of boundaries with Prof Courtenay of the James Cook
University, and the author of the book "Northern Australia: Patterns and Problems of
Tropical Development in an Advanced Country", he made the following comment ..."two
factors are operating - distance from a capital city and distance from the principal coastal
cities. This is largely related, | believe, to the necessary hierarchical distribution patterns of
real goods."

He is speaking of ‘remoteness’. | agree entirely and feel it supports my argument for
weighting of a capital city compared to a provincial city.

| recommend tying in a zone boundary with a Post Office from where the radius starts and
the closest Post Office to residency. This provides accuracy and fewer complications.



To select the Zone, | suggest a radius as follows:

Within 200 km from state capital cities - no zone
200 - 300 km from state capital cities -Zone B
Outside of this -Zone A
Within 100 km from coastal cities over 40,000 population - no zone
100 - 300 km from coastal cities -Zone B
Qutside of this -Zone A

Special areas™

Hobart, Perth and Darwin — within 200 km from GPO - no zone.
Outside of that - Zone A,
Cairns — within 100 km from GPO — no zone.
Outside of that — Zone A.

*There are areas which have to be looked at as being special areas, e.g. capital cities Hobart,
Perth and Darwin and coastal city Cairns. They may have reasonable living conditions, but
are ‘remote’. However, whatever boundaries are drawn there will always be places thought
of as being at a disadvantage. There must be some flexibility to allow for special situations.

Zone Allowance

The level of Zone Allowance should be seen as an incentive to move to and/or live in a
remote and regional area. It could be calculated as follows:-

Zone A Zone B
Each adult $5000 $2000
Each dependent child under 18 or dependant
student child under 25 52000 S800

It should be in the form of an Income Tax Credit, like the Imputation Credit system.

| enclose a map with the proposed Zones marked. The end result is that most of the
populated seaboard would join up and be outside a Zone, leaving the inland and remote
parts of Australia in Zone A or Zone B.

Summary

1. There is a need for recognition of increased costs of living, isolation and uncongenial
climatic conditions experienced by inland residents.

2. AnIncome Tax Credit is the fairest system to implement any scheme.

3. Aradius from a coastal or state capital city is the fairest method of identifying zone
boundaries.

4. It becomes an incentive to live in a remote and rural area.

5. Because a large percentage of our population lives on the coastal strip, the cost of
providing the credit would be relatively small.






- AP iy
.. |

& JJ Rate .5, o8 F |
1945 .’lﬁ_:.,ﬂwn] g’j" 5;_ i:b
« Ko, | -:- -'.‘ I‘- “ .
ﬁi} 4 i ir*"‘ . - | o —
o i ! C Tribulation
t;" ' MUH L= TLHHITONY e

® Cairns

Broom «\’
g )

Parl Hedland , .
—‘ WESTEAN SUSTREL N
jrx

E A

e Townsville

®Mackay

e

b
T
2 e
I
Wl
=

4 Alice u[

- Tom Briade ongreach i

| , 5 ampton
"| ®ewman prmg-i E‘_ P
'f.ii_lrl'la‘tl'-.'llf"': s Ro CharlecMe \'

= i " |

,"& p— & Dodnadaia 2] rigsane

- SOATH ALIETRALLA

- — e

il
]
)
Kalgoor! IEZ O N

d - AT T
E-r.gtf 3] .I‘.Yn??m.}

\ BruL‘an Hull i
\ Eucia s . l.l'
llurl;}r o NESTEOUT WALT & ".f'

'ﬂ Al .I;tmlj'z_-;' -I .‘M."‘j“ ank ?Eydney
e Albany ) . ‘

\."I E:
A “"umhw

ZONES A AND B FOR :
INCOME TAX PURPOSES o
Ecnméggﬁ;m'

Sowce NATMAP NMEP/RL002 24






i~
qus_mfv\u vy ..Jﬂo —
ol 2N
!..I.A,/
=y =
L T

e wyar Eroaes Gurpn o)
SIG04MNY XYL INOONI WO4 A ONY ¥ SINOT

vIIvHLsSNv

ww120

FEELE A

/
N/ n]-\l

1S90 2 X))

1]

"SUINIJ X} L0dUI Iy} Bunedad
Ul S19AROXE) 1SISSE O] J|QUIBAER JPBW  SUOHIMISUI
oyl u papwoid 2iu saur payost ul Buwi siaked
-X2l O] JIQE|IRAR $OIRGII SUOZ JYl O SIMBp |IN4
‘sanewoly 052 jo
SS02X Ul 51 3|doad 240w 10 0OS'Z jO aiuad uoneindod
1S9IE0U 9y} O) awil spuads JO S8piSas uosuad 1Byl
218UM 28| BY) WO} BIN0S 98NS Jqeaoed 1SIUoYS
oy} Ag SIURISIP DYy} POPIADI 'SBUOZ DY) JO DUO Ul pIpNID
-Ul pUBIS! UR UO JO ‘S3U0Z ay) jO sped papeysun ayl
ut 9or|d AUR U1 D) SPUSCS J0 SIPISAI PUE SBIjIEND Oym
JoAedxel 2 0] O|QEIIBAT 8¢ [IM jouBq JepuNs v 9leqa
auoz |e10ads oy} Jo ued Jo ||k 0} papiue eq [im dew siyl
U0 E2JE PAPEYS E Ul a08|d AuR U| B[} SPUadS JO SepIsal
Oym pue 2Jegal BUOZ E 10} saenb oym sahedxe] v
‘a|doad 340w 10 0OS'E JO S4juad uoyendod
2 WOJ Ul jO0UL B U1 SDUSWONN OS2 UIYIM SI BIUBWSE]
Ul Ba4e g Uo7 Ayl |Iy ‘eniq U dew 2yl uo umoys aue
SANUDD uonendod DSy} JO GUO WO DU 20P B Ul SSO|
10 SON2WO|M 0SZ 2.8 Jey) PUBJUIEW ay] UD SBUOZ 8yl
JO SESJE 950U} JO SOLTPUNOG dY] ‘dleqal auoz [moaeds
ayl jo sesodind Joj 9idoad aJow JO QOS2 O Sanuad
uonendod ueasies e pas ul subiubiy dew sy
‘uone|ndod Jamea Jey) uo paseq S| 1S3) Ay} ISED YIIyM
ur'9doad QOG'E LByl $$9) Sem uonendod snsuad 9/61
SH SSOIUN SNSUID LEBL JUl Ul PAULLIBEp ST uone|
-ndod sii s1 asodind syl J0) 84uUB0 € jo uonendod 3y
‘aidoad aJ0W J0 QOS2 40 BAUSD uolENdOd B Wou s1ne)
agseuns gqeonoeid 1sauoys Yy AQ sasPWo 052
JO §S80X8 Ul BB JBy] g QUOZ PUR Y BUOZ Ul SBAJE 9S0U]
O dn spEWw ale Sease [2199ds AU 918G ARUIPIO BUl
uey) Jolee.b junowe ue jo a1eqal B O] pajiiue aq Aew
1§ DUOZ PUB i BUOZ Ul SEAIE |B10ads ay) u siakedxe]
g pue Yy S8UCZ Ui seaue |ejdeds

‘spueysy (Bunaay)
$0209) 10 AO)UDY Su) pue AoLID) JIdIRUY UBlRNSNY
Ayl 'PULIS| PIBUOCDA PUE PUB(S| PIRaH JO AIojus) Byl
‘pue|s| UENDIBIA ‘PUEIS| 3IOUCN SIPNOUI OS[E Y dUOZ
‘g BUOZ |0 AUIIISEOD BY) 0} JUSDE(DE 91| YIIUM elesnYy
40 bed Buiio} SpUris ay) (e Sepnjoul g auoz 'Ale|wis
¥ SUOZ O SUIISEOD Y] 0} JUBJEIDE 31| YOIUM BIjRIISNY
jo ped Buiwio} spueis ay; ||B sopndu) Y auozZ

‘pas Ui dew

DY} UD UMOYS DJE RIUBWSE] Ul PUE PUBUIBW &Yj Uo g

DUOZ PUE Yy BUOZ |0 SDUBPUNOG DY | "31BQR. XB] DWOIUI

ue O] papiua aq few g auoz pue Yy auoz Buisud
-Wwod vaur ayl ur swry Buipuads Jo Bupy siakedxe]

g pue y seuoz

‘ad130 uopexe) Aue je opew
2q pinoys Ainbua Jayun) JGNop Jo aseo U] e
‘oIS
-a:d @ynjosqe ym seaue uj sjuiod oidep o3
‘S10pJOg 94 JO SSOUXIY] 9|qEPIoARUN JU puB
dew ay} Jo 3|eds oy 0} anp ‘2|qIssOd I S| ION e
‘SEa.e asou] || dew siyj uo
Ay Mmoys 03 d j0u S| 3 (mojag
sojou 29s) sease [eloads J0) 1S9) |, @)n0l
NS 9|qesnoesd 1SapOYS,, 9Y) JO esnedeg
‘g QUOZ PuE Yy JUOZ Ul sease [eIoeds
243 jo ||e JueseIdas 10U Op SEDIE PIPEYS QUL e
‘8N
‘Mojaqg 1no jas
S9J0U Jauqg 8yl yum uonounfuod u| peas aq pinoys
pue Auo apink e se pesn aq pinoys dew sSiylL

S31vd3d INOZ
XVL 3INOODNI







£00Z (1810M PUE SEANDSAY [RIMEN |0 WawLedeQ) puesuaong j0 oS oyl @

SanawWn|y
o0 OO0F 002 O
ERLAE]
e eleljsny
NY3I D0 VHIHILMTOS ®
3B PUE SA2INOSIY jEInRy
JUSWUIaA0S pugjsuaany
| .. pums
: v 4 _ IH vayosg
.__.aEn_HM%m_ ..\H ,H..DOm/ MAN _ S e 10
ol sas0) sayinog V o logieny HHARTIEX ' \
e B
st ey u.._.mmm._.ll.wl.ll. _ TTVRILSOV _ N /._Eﬁﬁzw
vasiug SR o eporuobionl] loepope | 50 b I\ NYIOO
._ pasag sumN ROIT eleyieN2s Iy \

pueysy y 3 a&m:d .h \ uﬁm 7 :
sty N, ainapey) : | _ X
Biagepiin} N f,L____r- ——— S E— — viTvalsny [ e N
o ‘ g o mw%# _ - ; N¥IONI
uojdureyIoy | _ ZMm%mm:qusuz .
; . _ sBupdg asy _ —
_ ; |
| Avofrayal _ asag e
j y8a17 jusuua) _ Apues jeaig i
% 7 _ NIHIHILION _ 1 F
X i UONRWIIN ¥ ~umazeying \ :  BUID0Ig 7 =
3 /7 d R . anozon 3
. \\, 4 pueys| e
e - e wsodoud @ anoz [
il RUBILIOGIED - _
% ; e b Sy vanoz [ |
Ny v
Sy fAnquapnyye < e 3 e
A yoy 903 .-

~ VANIND







Council Chambers All Correspondence lo Phone 07 4992 9500 VA,M 4

Y
"

Cnr Prairie & Kroombit Streels Chief Executive Officer Fax 0749923493 N
Biloela Qld 4715 PO Box 412 enquiries@banana.qld.qov.au Bana na
Bilogla Qid 4715 wiww.banana.qld.gov.au —SHIRE
Your Reference:
Our Reference: RG:wn
Contact:

1 September 2011

Tax Forum

Treasury

Langton Crescent
PARKES ACT 2600

Dear Sir / Madam

| wish to advise that Banana Shire Council supports the concept of taxation
reform in the form of a zone boundary review for people living in remote and
regional Australia.

Council endorses the submission prepared by Mr TK Power as a practical and
sensible solution in/_ass\istir_)g to attract people to live in remote and regional
areas. Sl \

>
,—

#
Yours sincerely

Ray Géréghty

CHIEF EXECUTIVE OFFICER

Jambin  Moura. Tarcom  Thangool Theodore  Wowan
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PARLIAMENT of AUSTRALIA
PARLIAMENTARY LIBRARY

| lome | Senate | House of Representatives \ Live Broadcasting | This Week in Pariament | " Find | FAQs | Contact |

| Research Note 26 2000-01
History of the Zone Rebate

Peter Hicks
.~ Economics, Commerce and Industrial Relations Group
' 27 March 2001

Introduction

It is reported that the Government is planning a far-reaching review of policies for regional

[
l Australia, including 'zonal' tax concessions.() This Research Note details the history of the zone
| rebate including changes in its value.

Section 79A of the Income Tax Assessment Act 1936 provides special income tax concessions
for people residing in certain zones of Australia for more than one-half of an income year. There
is currently a rebate of tax to taxpayers resident in certain prescribed areas 'in recognition of
the disadvantages that taxpayers are subject to because of the uncongenial climatic conditions,

isolation and high costs of living in comparison to other areas of Australia'.(?) Generally referred
to as the zone rebate, it comprises a base amount plus a percentage of other applicable
rebates. The rebate is generally limited to the tax otherwise payable; there is no refund of any
excess rebate.

The zone allowance

The zone rebate was preceded by the zone allowance which was introduced in 1945 when, it
appears, the Government of the day took the view that post-war development plans could be
adversely affected without action to abate the effect of the then high rates of taxation on
allowances which were often paid to employees in remote areas.

Table 1: Changes to Zone A
allowances ($)

1945 80
1947-48 | 240
1956-57 360
1958-59 540

Source: P. Cox, S. Burston, A. Kerr and G.
Slater, Report of the Public Inquiry into
Income Tax Zone Allowances, AGPS, June
1981.

The rationale of the zone allowance provisions was indicated by the Treasurer of the day (the
Hon. Ben Chifley) when he stated in the second reading speech for the Income Tax Assessment
Bill 1945:

mhtml:file://C:\TK & BIJ Data Folders\Zone Allowance\History of the Zone Rebate.mht ~ 1/09/2011



History of the Zone Rebate(Research Note 26 2000-01) Page 2 of 5

The bill also contains special concessions for taxpayers who live in the remote parts of Australia.
Honourable members will recall the discussion last session regarding the taxation of district and
regional allowances. These allowances are paid to employees as compensation for the
disabilities of uncongenial climatic conditions, isolation, or relatively high living costs. They are
taxable in full; consequently, the absorption by taxation of a substantial portion largely defeats
the purpose for which they are paid. If complete exemption were granted, serious anomalies
would arise as between taxpayers living in the same district. However, it is considered that
some measure of relief should be granted not only to employees but also to all other taxpayers
who live in the remote parts of the Commonwealth. The relief proposed takes the form of a
special deduction. In order to determine which taxpayers shall be entitled to this special
deduction, it has been found necessary to divide the continent into zones. Zone A embraces the
northern parts of Queensland, Western Australia, and the Northern Territory. The territories of
Papua, Norfolk Island, and New Guinea are also included. Taxpayers living in Zone A will be
allowed a deduction of 40 pounds [$80]. Zone B consists broadly of the central and southern
parts of Western Australia, the north and west of South Australia, the southern portion of the
Northern Territory, central, east-central and south-western Queensland, and the western part of
New South Wales. A 20 pound deduction [$40] will be allowed to taxpayers who live in Zone B.

The allowance for Zone A was increased several times (see Table 1) and, from 1958-59, an
additional component to the allowance became available where the taxpayer maintained
dependants.
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Boundaries

The boundaries that were drawn up in 1945 for the zone allowance have remained largely
unchanged for the rebate. The criteria used to delineate the zonal boundaries were latitude,
rainfall, distance from centres of population, density of population, predominant industries,
access to rail and road service, and the cost of food and groceries.

In 1955 an amendment brought certain external territories into Zone A and in 1956 the 26th
parallel was substituted for the Tropic of Capricorn as the southern boundary of Zone A between
the WA coastline and the 1415t meridian. The reasons given for the change were that a review
had found some areas in Zone B deserved a greater allowance. Consequently areas such as
Alice Springs, Carnarvon and Birdsville were transferred from Zone B to Zone A. There are no

rebate zones in Victoria.

Table 2: Changes to Zone Rebates?

mhtml:file://CA\TK & BJ Data Folders\Zone Allowance\History of the Zone Rebate.mht  1/09/2011
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Ordinary Special
Zone || Zone | Zone Zone
A B A B
| $216 | $36
;‘,275 + + na na
25% | 4%
Logi- | $216 | 936 | $750 | (oo
82 + + + 20%
50% | 20% | 50%
1984- | $252 | $42 || 875 | gg75
85 * 4 + 20%
50% || 20% | 50%
1ogs. || $270 | $45 | $938 | (on0
86 i * + 50%
50% | 20% || 50%
1992- | $304 | $51 | $1056 | ¢ occ
93 + tk ¥ 50%
50% | 20% | 50%
1oo3- | $338 | 957 | 1173 (o0,
94 * * + 50%
50% | 20% | 50%

a The percentage figure shown is the proportion of other relevant rebates also claimable
as a component of the total zone rebate. Taxpayers without dependants would have only
been entitled to a rebate of the base amount shown whereas taxpayers with dependants
would have received a higher rebate with the actual amount depending on individual
circumstances. Source: Australian Master Tax Guide, various issues.

The zone rebate

In 1975 the zone allowance, along with most other concessional allowances was converted to a
rebate. In 1976 rebates for dependent children were replaced by the family allowance but
notional rebates for dependent children were retained for zone allowance purposes. There has

been one public review(3) of the zone rebate and changes to arrangements, including minor
boundary changes, on three subsequent occasions. Changes to the level of the rebate are
summarised in Table 2,

Cox inquiry

In his 1980-81 Budget Speech, the then Treasurer the Hon. John Howard announced the
establishment of a public inquiry to examine the cost and other disabilities of living in remote
areas, and to make recommendations on possible changes to the zone rebate. The main, but
not unanimous, recommendations of this inquiry, chaired by Phillip Cox, were:

m creation of 'special areas' for particularly isolated areas in each zone, with higher rebates
available to residents

m these special areas to be defined as being 250 km or more from a population centre of
2500 or more

m the basic allowance to be unchanged but the proportion of the rebate allowed for
dependants be increased to 50 per cent in Zone A and 20 per cent in Zone B

m only minor adjustments to boundaries with towns with a population over 25 000 in Zone
A be changed to Zone B, and those in Zone B be excluded from the zone areas

s reviews of the quantum and boundaries to be undertaken every five years after the

mhtml:file://C:\TK & BJ Data Folders\Zone Allowance\History of the Zone Rebate.mht  1/09/2011
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census year, and
m the six months period for eligibility should be able to be accrued over two years.

1981-82 Budget

In the 1981-82 Budget, Treasurer Howard announced that the Government had largely
accepted the recommendations of the Cox Report with changes to take effect from 1 November
1981. These were probably the most significant changes ever made to the rebate. It made
distance from the nearest population centre (of 2000 or more) a key determinant of the level of
the zone rebate, and this distance criteria applies irrespective of whether the taxpayer is
located in Zone A or Zone B.

1984-85 Budget

In the 1984-85 Budget the then Treasurer, the Hon. Paul Keating announced i) a 25 per cent
increase in the base amounts of the rebate with effect from 1 November 1984 and ii)
adjustment of the boundaries of the special zones to reflect changes in town populations arising
from the 1981 Census, but only where this adjustment is advantageous to the taxpayer.

1992-93 Budget

In the 1992-93 Budget the then Treasurer the Hon. John Dawkins announced a 25 per cent
increase in the base amounts of the rebate with effect from 1 January 1993.

Rebate arrangements have not been changed since then.
Beneficiaries and cost

In 1997-98 (latest figures available) 491 733 taxpayers claimed zone rebates totalling $200
million which gives an average claim of $407 per taxpayer.(4)

The total cost of the rebate is less than above as not all claims are successful. The tax revenue
foregone in 1998-99 (which reflects 1997-98 claims) was $180 million. It is expected to rise to

$185 million in 2000-01 and to $190 million in 2002-03.()
Real value of rebate

It is argued that the increases in the base amounts of the zone rebate have not been sufficient

to offset the effects of inflation. For the rebate to have maintained the same value in real terms
since its introduction, the ordinary rates for Zones A and B would have needed to be $886 and

$147 respectively in 1999-00 while the special rate would need to have been $1710.

Although the base amount has not increased since 1993-94, the value of the rebate to
taxpayers with dependents has increased because of the linkage with dependent spouse and
sole parents rebates which are subject to annual indexation.

1. T. Walker and P. Cleary, 'Howard's Regional Re-vamp', Australian Financial Review, 13
March 2001, p. 1.

2. ATO website zone rebates http://www.ato.gov.au/content.asp?
doc=/content/ormsboa/rs_zo_zr.htm

3. P. Cox, S. Burston, A. Kerr and G. Slater, Report of the Public Inquiry into Income Tax
Zone Allowances, AGPS, June 1981

4. Australian Taxation Office, Taxation Statistics 1997-98, p. 17.

5. The Treasury, 2000 Tax Expenditures Statement, January 2001, p. 35.
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JAMES COOK  UNIVERSITY OF NORTH QUEENSLAND

POSTAL ADDRESS: TELEPHONE: TELEX:
Post Office, Townsville (077) 814111 AA47009
James Cook University, Q. 4811,
AUSTRALIA.
Mr. T.K. Power, 17th February, 1984.

P.0. Box 98,

BILOELA. QLD. 4715.

Dear Mr. Power,

Thank you for your letter of 14th February. I regret that
I do not carry stocks of Northern Australia but it should be obtainable
through any bookshop. The full details to enable a bookshop to order
it are:

Title: Northern Australia: Patterns and Problems of
Tropical Development in an Advanced Country

Publisher:
Longman Cheshire Pty Limited 1982

Price: $15

ISBN 0 582 71476

The book deals in a number of ways with the effects of
distance and remoteness on economic activities and a, short, section in
the final chapter notes some of the general problems.

A line of research you might find of interest and relevance
is suggested by the attached figures and map. The A.B.S. does have
available index numbers of relative retail food prices that provide an
indication of cost of living differentials. I have used these to illustrate
the effects of remoteness on the cost of 1iving in a senior school text of
which I enclose the relevant page. If the values are plotted for any
particular year (or as averages for a group of years) isolines can be
drawn and a map, such as I enclose, constructed. This clearly shows that,
in North Queensland at least, two factors are operating - distance from

Brisbane and distance from the principal coastal cities. Thus a town

Tike Ingham near a big provincial city is 'better off' than one Tike
Proserpine which is nearer Brisbane but further from a big provincial city.
This is largely related, 1 believe, to the necessarily hierarchical
distribution patterns of retail goods. There seems no reason why such
maps could not be constructed for every state and indeed for ‘the country

as a whole. Your 'rule of thumb' is a move in this direction but it could
be made much more sophisticated by these means. 1I'd be very interested

to see the final map:

Please keep me informed of any further developments in your
planned submission.

Yours sincerely,
._r;‘;f:j;}r‘" vy _,',

13

P.P. COURTENAY.
Associate Professor of Geography.
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ZONE ALLOWANCES INQUIRY

Py &
_@USTRALIA&, 5th. Floor
PR 151 Macquarie Street, Sydney
Chairman; Phillip C. E. Cox Box H146 )
Members: Sir Samuel Burston PO Australia Square
Professor A. McB. Kerr SYDNEY, NSW 2000
Mr. G. Slater Phone 27 3217
Telex 23056
15- 2~ 4161
Mr T.K. Power A375
PO Box 98

BILOELA QLD 4715

Dear Mr Power

The Committee of the Inquiry into Income Tax Zone Allowances proposes to
hold public hearings in various major centres throughout Australia
during April. The Committee has studied your submission and wishes to
inquire further on matters pertaining to it. You and your colleagues
are, therefore, invited to attend the hearings to be conducted in
Towmsville on the 6 April 1981, from 1.30pm to 4.30pm, in the Meetings
Room, Ground Floor, the Townsville City Council Administration Building.

You will be called as soon as possible after 3.15pm to answer questions
on your submission.

The appropriate dress for the hearings will be a long-sleeve shirt and
tie,
It would be appreciated if you could give confirmation of your
attendance at the hearings as soon as possible., The address to write to
is:

The Secretary

Zone Allowances Inquiry

PO Box E448

CANBERRA  ACT 2600

Telephone : (062) 63 2665
Yours sincerely

/4 Al

erohn Hanks
f Secretary
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LONE
ALLOWANGES

INQUIRY

The Treasurer has initiated an inquiry
into income tax rebates for residents of
isolated areas.

TERMS OF REFERENCE OF INQUIRY INTO IN-
COME -TAX ZONE ALLOWANCES.

In view of the fact that the value of zone allow-
ances lor taxation purposes has not been altered
for a number of years and having regard to the
Government's policy of providing appropriale sup-
port to people living in remote
Inguiry is asked to:

(1) examine in detail the problems of living and.

working in remote areas and the provision of
an appropriate measure of relief from such
probiems through the taxation system by way
of income tax zone allowances;

(2) make recommendalions as to the appropriate
levels of zone allowances and in doing so
suggest: -

(a) specific zone boundaries and eligibility
tests, having regard to such crileria as
isolation, uncongenial climatic conditions
and high costs;

{b) arrangemenls for
adjustments  of the
allowances;

{c) the future treatment, in relatlicn to the
zone allowance provisions, of those areas
lying oulside Australia to which the pro-
vLsiofns now apply, and of the continental
shelf.

and
and

future reviews
boundaries

(3) have regard, in carrying oul the Inquiry, to:
(a) -other relevant expendilures, aclivilies and
legistalion of the Commonwealth, Slale
and local governments (including exemp-
fion llem 119D of lhe First Schedule to
the Sales Tax (Exemptions and Classifica-
tions) Act); and’ ;

(b) technical developmenis bearing upon
economic and living condiliens in remolte
areas.

SUBMISSIONS

Wrillen submissions are inviled not laler than 6
February 1981 from any individual or represenlalive
of any organisation interested in expressing views
and/or making recommendations in respect of any
element which is the subject of the Inquiry.

All submissions should be addressad to:

The Secrelary

Zone ‘Allowances Inquiry
P.0. Box E448

Canberra A.C.T. 2600
Telephone (062) 63 2665

When making submissions persons should indicate:
(a) whether their written submissions should be

regarded by the Commillee as being available .

to the public or whether these should be
trealed as confidential;

(b) whether, if called upon, they would be willing
to answer questions from Committee members
in publi¢, in respect of their submissions or
malters arising therefrom.

INQUIRY PROCEDURES

it is envisaged thal public hearings will be held
latler to enable persons to amplify their submis-
sions and to enable questions to be asked by ths
Inquiry members.

Page 39

localities, the °

The Central Telegraph, Wednesday, December 16, 1981,

“l believe Queenslanders, especially those
living in the more remote areas of the State,
have the right to question the report on the
Inquiry into Income Tax Zone Allowances”,

Senator David MacGibbon (Liberal,
Queensland) said in Brisbane.
Commenting on the report, Senator

MacGibbon said, “It is hard to accept the
recommendations of a report which lacked
unanimity and whose terms of reference were
changed after many of the public submissions
had been heard. It is strange that very few of the
points made by Queensland and West Australia
in their submissions have been adopted,
particularly since those states are affected most.
The report without these estimates is only half
complete. It would have been a comparatively
easy job to do this using the capital city, in our

" case Brisbane, as the base,” he said. “had this

been done, it would have been clear that, for
example, people in Tolga can pay 60% more for

“flour, that Mt. Isa residents pay 26% more for

honey, that the price of some canned foods is
anything up to 10% higher in Townsville. These
are, of course simple items. When you start
looking at the costs of building materials, you.
find that people in Mt. Isa can pay double the
price for a metre of timber. There are other costs
to be considered also, costs which are harder to
_qualify, namely the personal costs due to the
physical conditions, which as the heat, lack of
efficient communication facilities, the roads,
distance from education facilities, health
services and so- on”.

In regard to members of the Inquiry, Senator

| FRPOCCE

Inquiry into tax zone allowances

OO0 I Ot i e s

MacGibbon said. “it really was a pity that only
one of the panel, namely Mr Slater, had any idea

- about the financial and personal costs inherent

in isolated living.

“Zone allowances were established in 1945,
to encourage decentralisation and the
subsequent development of rural and mining

industries. The rebate, as it became in 1975, was

to compensate for the consequent cost
experienced by people, and to ensure taxation
equity between zones.

“The total cost of this rebate is $34 million or
less than 1% of income tax collected. Surely,
this is a small price to pay considering the
amount of tax, especially from the mining
industries, that is collected and considering that
the standard of living that most Australians

enjoy is in no small part due to revenue gained :
via the rural sector and through mining of our

natural resources.

‘At present, it would seem that the
Government is going to continue with rebates
of roughly the same amount, with a small
increase in dependants’ allowances’, Senator
MacGibbon said. “This is difficult to
understand, considering that the base values
have not changed since 1959, yet the cost of
living and the amount of income and other
taxes collected, have increased markedly for the
250,000 or so people who live in the present
zones".

Senator MacGibbon concluded that the report
was a great disappointment, and that he would
be doing all that he could to ensure that
Queenslanders living in the remoter areas of the
State were given a fair go.

EeTeTT
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A FEDERAL government inquiry aimed at examining the sys-
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tem of remote area zonal tax allowances opened in Townsville

‘yesterday.

Representatives of
business, industry and
political groups came
before the inquiry’s four
commissioners to ex-
press their views on the
adequacy or otherwise
of the existing zone tax
system, which seeks to
compensate taxpayers
for the costs and diffi-
culties associated with
living in distant parts of
the country.

The hearing—the first
of a series to be held
throughout Australia—
considered submissions
from the Queensland
State Services Union, the
Queensland Teachers
Union, the Douglas
Chamber of Commerce
and Industry, the Austra-
lian Sugar Producers As-
sociation, the Queens-
land Confederation of
Industry, a Biloela-based
accountant, the National
Party's northern divi-
sion, and the Townsville
City Council.

Held &af the City
Administration building,
it will continue this
morning.

Chaired by Mr Phillip
C.E. Cox, the committee
members are Sir Samual
Burston, Professor Alex

Kerr and Mr George
Slater.

200 received

Mr Cox said the com-
mittee had so far re-
celved 200 submissions
onthe tax zone situation,

The submissions yes-
terday were concerned
with proposals to modify
the cwrrent system which
recognises two tax zones
(zones A and B) covering
remote and slightly less
remote areas of Australia
respectively.

At present, zone A
residents qualify for a re-
bate of $216, plus 25 per
cent of the rebates pay-
able for dependants, in-
cluding notional allow-
ancesforchildren.

In zone B, the figures
are$36 and 4 percent.

In each case, a person
must have lived in a zone
for a minimum period of
six months in any one

financial year to qualify

for the rebate.

The residency quali-
fication was criticised
yesterday by the deputy
general secretary of the
Queensiand Teachers
Union, Mr Arch Bevis.

“A teacher can arrive
(in a remote area) at the
start of the academic
year and leave at the end
and still not satisfy the

A

requirements of having :

iived there for six months
in the one financial year,”
MrBevis told the inquiry.

‘inadequacy’
Mr Dick Bennett, sen-
ior vice-president of the
State Services Union’s
Townsville branch,

pointed to the inade- :

quacy of the $36 rebate
applying to zone B
residents.

“If you add up in-
creases in petrol and
milk the allowance does-
n't even pay for these, let
alone normal costs of liv-
ing,” Mr Bennett said.

He said each time the
costs of these items rose,
they went up to a greater
degreeinthe North.

The president of the
Douglas Chamber of
Commerce and Industry,
Mr Scott Grimley, said
he favoured the retention
of the tax rebate system
over that of paying dis-
trict allowances to em-
ployees, but said that
more substantial rebates
wereneeded.

“Zone rebates should
be sufficiently substan-
tial and district allow-
ances could then be cut
out,” he said.

“This may not gain fa-
vour from some people
being palid district allow-
ances, such as public ser-
vants, but generally peo-
ple in these areas do not
receivethese.” o3

A Biloela chartered
accountant, Mr Trevor
Power, proposed & new
system of boundaries
hased on radii drawn
fror&ﬂg%{;‘ita.l clties and
from citiés with popula-
tionsofover 30,000.

Mr Power proposed an
inner radius of 100km
from coastal cities and
200km from capitals,
with the outer radius.
heing a further 200km be-
vondeachofthese,

“Within a radius peo-
ple do use the cities, but
when they get over that
radius they do not
travel,” he said,

“On the money side
I'd prefer zonal rebates
rather deductions from
taxableincome.

“A deduction means a
lot more to a person on a
higher income than to a
personon a lower income
orwhoisperhapsinaloss
situation,” Mr Power
said,

i ——————————————






