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21 November 2013
Dr Kathleen Dermody
The Secretary
Senate Economics Legislation Committee, SG.64
PO Box 6100
Parliament House
CANBERRA ACT 2600
Email: economics.sen@aph.gov.au

Dear Dr Dermody

Inquiry into Minerals Resource Rent Tax Repeal and Other Measures Bill 2013
Thank you for the opportunity to provide comments relating to the Minerals Resource Rent
Tax Repeal and Other Measures Bill. The legislation broaches a range of issues of interest to
the business community and ACCI welcomes the opportunity to provide input in respect of
these matters.
ACCI has from the outset opposed the introduction of the Minerals Resource Rent Tax
(MRRT) on the resources industry. The MRRT is poorly designed, amplifies the inefficiencies
of existing systems of royalties and has greatly disappointed relative to the expectations of
the revenue it would generate. The MRRT was implemented hastily and with limited
consultation with industry or the broader public, poor process has generated a poorly
structured tax and undermined its legitimacy within the community.
When the MRRT was introduced the former government announced that it would help fund
the gradual increase in the Superannuation Guarantee Levy (SGL) from 9 to 12 per cent.
Statements by Ministers of the former government gave the misleading impression that it
was taxpayers that would bear the burden of the increase in the SGL. In reality it is Australian
business that is called upon to pay the additional annual superannuation liability associated
with the progressive rise in the SGL.
A budget impact from the increase in the SGL only arises because superannuation
contributions are taxed at a lower rate relative to income and a higher levy would lead to a
higher level of superannuation contributions and lower level of income over the forward
estimates period. It was a constant point of frustration within the business community that
the cost of the 3 percentage point increase in the SGL was misrepresented as being funded by
the mining tax.
ACCI remains opposed to the scheduled increase in the SGL from 9 to 12 per cent. Once fully
implemented the increase in compulsory contributions will impose an annual cost on
business of at least $20bn in today’s dollars. This represents a significant new cost burden for
industry for which no offset has been provided in our industrial relations frameworks. The
Henry Tax Review opposed increasing the SGL further and business support that finding and
the reasoning underpinning that recommendation.
The Chamber welcomes the measures contained in Schedule 6 which would delay the next
two phased increases to the SGL. However, due to the timing of the next phased increase
from 1 July 2014, it is vitally important that the Bill be enacted and commence prior to this
critical date. Further, ACCI believes the government should review its longer term
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commitment to increase the SGL to 12 per cent as part of the consideration of the
appropriate size of government being undertaken by the National Commission of Audit.
The depth of business, and particularly small business, support for a delay to the next two
phased-in increases to the SGL was borne out in the ACCI 2013 Pre-Election Survey. The
survey found that 81.6 per cent of businesses indicated they are concerned about the
increase in the superannuation levy from 9 to 12 per cent and 58.9 per cent of business
strongly agreed that the government should defer the increase in the SGL until they find an
appropriate mechanism to compensate for the cost increase for businesses.
The previous increases to the SGL were not offset by any explicit or broadly based
corresponding concession to business to allow them to absorb these increases to their
payrolls. This is of particular concern where businesses pay award rates of pay and must pass
on the full increase to the SGL unless provision is made for an explicit wage-super trade-off.
There remains no pending funding measure in the immediate future to assist business
manage the entire phased-in increases to the SGL, nor is there any real mechanism for an
adequate wage-super trade-off.
The Bill to repeal the MRRT and other associated measures will abolish a range of tax
measures that were notionally funded by the mining tax. ACCI believes that some of these tax
measures, such as changes to the capital allowances for small business entities and the loss
carry-back regime for companies, have merit in their own right and should always have been
decoupled from the MRRT legislation and funded independently.
At the very least, the delay of the next two scheduled increases in the SGL will be welcome
relief for small to medium sized businesses and enable the economy, especially in the
non-resources sectors, to secure a measure of relief from the increasingly high costs of doing
business in Australia. Small business employers, buffeted by rising costs and declining
profitability, can only keep funding the retirement incomes of staff if they are strong and
profitable.
ACCI has in the past outlined to the Committee the basis upon which we opposed the
increase in the SGL that was part of the MRRT package of bills when they were first
introduced by the previous government. To the extent that our position with respect to the
phased increases to the SGL are relevant to this inquiry, ACCI refers the Committee to the
submissions which were provided to the Senate Standing Committees on Economics
Parliamentary committee inquiry1 and to an opinion-editorial by ACCI Chief Executive Peter
Anderson published in The Australian on 5 December 2011 (attached).
In relation to the carry back of losses mechanism, ACCI calls on the Government to
implement the Henry Review’s recommendation to allow businesses to carry back losses
to offset it against prior year’s taxable income (Henry Review’s Recommendation 31).
The current taxation system treats gains and losses asymmetrically, where gains are taxed
as they accrue, while losses are not refunded but can be carried forward and used against
future income, subject to the continuity of ownership test and the same business test.
Current limitations on the use of tax losses discourage entrepreneurship and risk-taking as
well as disadvantaging small businesses and firms engaged in risky investment.
Restrictions on loss utilisation also limit the ability of the tax system to serve as an
automatic stabiliser during an economic downturn as the tax value of deductions is not
recouped by businesses until they have income to offset losses against.
ACCI supports the Henry Review’s recommendation to increase the threshold for assets
1

http://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Economics/Completed%20inquiries/201013/MRRTBill2011/submissions
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that small businesses can immediately write-off to $10,000 in the income year the asset is
first used or installed ready for use. This measure will provide cash flow benefits for the
small business sector and simplify their capital allowance arrangements.

Yours sincerely,

Burchell Wilson
Chief Economist (Acting)
Director of Economics and Industry Policy (Acting)
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