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INTERIM REPORT OF THE STANDING COMMITTEE ON UNIFORM LEGISLATION AND 
STATUTES REVIEW  

IN RELATION TO THE  

INTERGOVERNMENTAL AGREEMENT ON THE REFORM OF COMMONWEALTH -STATE 
FINANCIAL RELATIONS  

1 BACKGROUND  

1.1 On 13 August 1998, the Commonwealth Government announced its plan to reform the 
Australian taxation system including the Goods and Services Tax (GST).1  A key 
element of the plan was a reform of Commonwealth-State financial relations which 
included distribution of all revenue collected from the GST to the States.  

1.2 The subsequent introduction of the tax reforms included an intergovernmental 
agreement between the Commonwealth and the States. 

1.3 At the 9 April 1999 Premiers' Conference, Heads of Governments signed the 
Intergovernmental Agreement on the Reform of Commonwealth-State Financial 
Relations (original IGA ).2 See Appendix 1 for a copy of the original IGA. The 
original IGA established that in order for the States to receive the GST revenue they 
would: 

• no longer receive financial assistance grants;3 

• comply with a timetable for the abolition of a number of State taxes;  

• agree to review stamp duty on non-residential real property conveyances at a 
later date; and4 

• accept responsibility for funding local government.5 

1.4 The reforms to Commonwealth-State financial arrangements required the passage of 
legislation by both the Commonwealth and the States.  

                                                      
1  Federal State Financial Relations: The Deakin Prophecy, Department of Parliamentary Library. 

Information and Resource Services, Research Paper No 17 1999-2001, p21. 
2  Intergovernmental Agreement on the Reform of Commonwealth-State Financial Relations, executed 

April 1999. 
3  Ibid, Clause 5(iv). 
4  The Government of WA Budget Paper, No 3, 2005-2006, p141. 
5  Intergovernmental Agreement on the Reform of Commonwealth-State Financial Relations, executed 

April 1999, Clause 14. 
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1.5 Negotiations regarding the passage of the legislation through the Senate resulted in 
changes to the legislation which included the exemption of basic food from the GST.6 

1.6 The Committee understands that an outcome of the changes was a decrease in 
projected GST revenue for the States and that the fall in projected GST revenue meant 
that it was no longer financially viable for the States to comply with the timetable for 
the abolition of State taxes contained in the original IGA. 7 

1.7 A revised Intergovernmental Agreement was signed by the Heads of Government in 
June 1999 (revised IGA)8 See Appendix 2 for a copy of the revised IGA 

1.8 The revised IGA resulted in:  

• a decrease in the number of state taxes scheduled for abolition;  

• an increase in the number of taxes scheduled for review; and 

• the Commonwealth retaining responsibility for general purpose assistance to 
local government. 

1.9 The following Commonwealth legislation was passed to implement the revised IGA: 

• A New Tax System (Commonwealth-State Financial Arrangements) Act 1999 
(Cth); and  

• A New Tax System (Commonwealth-State Financial Arrangements-
Consequential Provisions) Act 1999 (Cth).   

1.10 The following complementary State legislation was passed: 

• Financial Relations Agreement (Consequential Provisions) Act 1999 (annexes 
the revised IGA). 

2 REFERENCE AND PROCEDURE 

2.1 On 19 October 2005, the Legislative Council referred the following inquiry to the 
Committee:9  

                                                      
6  Federal State Financial Relations: The Deakin Prophecy, Department of Parliamentary Library. 

Information and Resource Services, Research Paper, No 17 1999-2001,p22. 
7  Ibid,  
8  The Government of WA Budget Paper, No 3, 2005-2006, p141.  
9  Hon Simon O’Brien, MLC, WA, Legislative Council, Parliamentary Debates (Hansard), 10 October 

2005, p6517. 
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That the Standing Committee on Uniform Legislation and General Purposes do 

inquire into and report on the Intergovernmental Agreement on the Reform of 

Commonwealth-State Financial Relations including -  

(a) the implementation of that agreement;  

(b) any reviews required by that agreement;  

(c) the possible impact of any matters proposed or arising under any review;   

(d) any related issues the committee considers appropriate;  

(e) the fiscal benefits flowing to the Commonwealth from the economic 

development of Western Australia;  

(f) the extent of, reasons for and ways to ameliorate Western Australia’s fiscal 

subsidy to the rest of the Australian federation; and  

(g) the relative extent of and potential for Commonwealth direct investment in 

Western Australian infrastructure.  

2.2 This interim report relates to terms of reference (a)-(d), with particular focus on the 
review of stamp duties required by clause 5(vii) of the revised IGA. 

2.3 On 31 May 2006 the Committee conducted a hearing with the following officers of 
the Department of Treasury and Finance (Treasury): 

• Mr Mark Altus, Director, Revenue and Intergovernmental Relations; and  

• Mr Alexander Scherini, Assistant Director, Intergovernmental Relations. 

2.4 The Committee did not advertise for or invite submissions.  Details of the 
Committee’s inquiry are available on the website, www.parliament.wa.gov.au. 

3 IMPLEMENTATION OF THE REVISED IGA  

3.1 Part 2 of the revised IGA contains details of Commonwealth-State financial reform 
and covers the following areas: 

• reform measures;  

• GST legislation; 

• distribution of GST revenue; 

• transitional arrangements; 
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• First Home Owners Scheme; 

• application of the GST to government; 

• government taxes and charges; 

• reciprocal taxation; and 

• monitoring of prices. 

3.2 To date the Committee has examined the following clauses in detail. 

Clause 5 -  Reform measures 

3.3 Clause 5 of the revised IGA lists a series of actions that were to be undertaken by the 
State and Commonwealth Governments:  

5(i) The Commonwealth will legislate to provide all of the revenue 

from the GST to the States and Territories and will legislate to 

maintain the rate and base of the GST in accordance with this 

Agreement. 

5(ii) The Commonwealth will cease to apply the Wholesale Sales Tax 

from 1 July 2000 and will not reintroduce it or a similar tax in the 

future.  

5(iii) The temporary arrangements for the taxation of petrol, liquor 

and tobacco under the safety net arrangements announced by the 

Commonwealth on 6 August 1997 will cease on 1 July 2000. 

5(iv) The payment of Financial Assistance Grants will cease on 1 July 

2000.  

3.4 Clause 5(i) was implemented by the enactment of A New Tax System (Commonwealth-

State Financial Arrangements) Act 1999. 

3.5 The Committee was advised that clauses 5(ii)-(v) were implemented.10 

Specific Purpose Payments 

3.6 Clause 5(v) outlines the Commonwealth’s commitment regarding Specific Purpose 
Payments (SPPs): 

                                                      
10  Mark Altus, Director, Revenue and Intergovernmental Relations, Department of Treasury and Finance, 

Transcript of Evidence, 31 May 2006, p3. 
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5(v)The Commonwealth will continue to provide Specific Purpose 

Payments (SPPs) to the States and Territories and has no intention of 

cutting aggregate SPPs as part of the reform process set out in this 

Agreement, consistent with the objective of the State and Territory 

Governments being financially better off under the new arrangements. 

Discussion 

3.7 SPPs are Commonwealth grants that have conditions attached to their use. The State 
Government may be required to match funding or comply with a specific requirement. 
See the examples provided by Treasury below:11 

The National Action Plan on Salinity and Water Quality is a 

significant recent example in Western Australia. The State was 

required to match new funding contributed by the Australian 

Government with new money of its own, despite its substantial 

existing programs in this area. 

…The new SPP on vocational education and training requires the 

States to offer Australian Workplace Agreements (and performance 

pay) to TAFE staff. 

3.8 The States have established a monitoring process for Clause 5(v) of the revised IGA 
and WA coordinates an annual report on the Commonwealth’s undertaking. The most 
recent report found that the commitment had been met.12 The 2005-2006 WA Budget 
Paper notes, however, that:13 

Overall, States’ expenses are estimated to have grown around 2.4% 

per annum in real per capita terms between 1999-2000 and 2004-05, 

exceeding the growth in SPPs to the States over this period. 

3.9 The 2005-2006 WA Budget Paper also notes the following: 

With regard to SPP agreements the 2005-2006 States and many 

commentators have long argued that many SPP agreements unduly 

limit States’ flexibility to meet community needs (by controlling the 

use of funds and specifying how much States must spend on particular 

programs) and should be refocused on community outcomes. 

                                                      
11  Department of Treasury and Finance, Government of WA, Discussion Paper on Commonwealth-State 

Financial Relations: An Economic and Financial Assessment of How Western Australia Fares, March 
2006, p25. 

12  The Government of WA Budget Paper, No 3, 2005-2006, p152. 
13  Ibid. 
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Stamp duties and taxes to be abolished 

3.10 Clause 5(vi) of the revised IGA provided for state stamp duties and taxes to be 
abolished:14 

(vi) The States and Territories will cease to apply the taxes referred to 

in Appendix A from the dates outlined below and will not reintroduce 

them or similar taxes in the future.  

Bed taxes, from 1 July 2000;  

Financial Institutions Duty, from 1 July 2001;  

Stamp duties on quoted marketable securities from 1 July 2001;  

Debits tax by 1 July 2005, subject to review by the Ministerial 

Council; 

3.11 The Committee was advised that Western Australia (WA)  has abolished all those 
duties and taxes specified in clause 5(vi).15 

2005 Review  

3.12 The revised IGA included clause 5(vii) which required the Ministerial Council to 
review by 2005 the need for the retention of a range of business stamp duties:16 

5(vii) The Ministerial Council will by 2005 review the need for 

retention of stamp duty on non-residential conveyances; leases; 

mortgages, debentures, bonds and other loan securities; credit 

arrangements, instalment purchase arrangements and rental 

arrangements; and on cheques, bills of exchange, promissory notes: 

and unquoted marketable securities.  

Discussion  

3.13 Treasury describes stamp duty as:17 

... a general revenue tax which is imposed on various documents (and 

in some cases undocumented acquisitions) such as transfers, 

                                                      
14  Intergovernmental Agreement on the Reform of Commonwealth-State Financial Relations, clause 5(vi). 
15  Mark Altus, Director, Revenue and Intergovernmental Relations, Department of Treasury and Finance, 

Transcript of Evidence, 31 May 2006, p4. 
16  Intergovernmental Agreement on the Reform of Commonwealth-State Financial Relations. clause 5(vii). 
17  Department of Treasury and Finance, Fact Sheet: General Information on Stamp Duty, Government of 

Western Australia, Department of Treasury and Finance website 
http://www.dtf.wa.gov.au/cms/osr_content.asp?ID=178 (viewed on 20 November 2006). 
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agreements to sell real estate, business assets, other property, 

documented gifts, policies of insurance, mortgages, and motor vehicle 

licence transfers. 

3.14 The Act that imposes Stamp Duty in WA is the Stamp Act 1921. 

3.15 Duty normally becomes payable on a document once it is signed (executed). The party 
responsible for paying the duty will normally be the purchaser or borrower and they 
must lodge the document for assessment and payment. The Stamp Act 1921 sets out 
the rules for how and when stamp duty must be paid. 

3.16 A review of the need for retention of stamp duties listed in clause 5(vii) was 
conducted by the Ministerial Council (the Review). The Committee understands that 
the review did not result in an agreement. The 2005-2006 WA Budget Paper notes 
that:18 

The States considered that the net benefits of the GST funding 

arrangements also needed to be applied to service and infrastructure 

funding pressures, while the Commonwealth effectively argued that 

abolition of the IGA stamp duties should be a first priority.  

3.17 The Committee requested a copy of the Review from the Treasurer. The Treasurer 
was unable to meet the request on the basis that consent for release of the Review was 
required from all members of the Ministerial Council (and this was not 
forthcoming).19 

3.18 On 23 March 2005 the Ministerial Council for Commonwealth-State Relations met 
and one of the items for discussion was clause 5(vii) and whether the clause had been 
complied with. 

3.19 The Commonwealth Treasurer was of the view that the intent of the revised IGA was 
that the taxes listed in clause 5(vii) should be abolished and he proposed a schedule 
for the abolition of the relevant stamp duties.20 The States rejected the 
Commonwealth’s proposals. 

3.20 There was public discussion regarding whether the States had breached the revised 
IGA.21 

                                                      
18  The Government of WA Budget Paper 2005-2006, p141. 
19  Letter from Hon Eric Ripper MLA, Deputy Premier, to Hon Simon O’Brien MLC, 9 January 2006. 
20  The Government of WA Budget Paper, No 3, 2005-2006, p141. 
21  See for example; Hon Eric Ripper MLA, Treasurer, 2005, States reject Costello’s tax diversion; Hon 

Peter Costello MP, Interview with Paul Murray 6PR, 21 April 2005. 
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3.21 The Committee was advised that Treasury obtained legal advice to the effect that 
clause 5(vii) did not create an obligation for the state to abolish the relevant stamp 
duties.22 

3.22 The Legislative Assembly Public Accounts Committee (PAC) inquired into the 
dispute over clause 5(vii).23  The PAC heard evidence from Professor Greg Craven 
(John Curtin Institute of Public Policy) and sought a legal opinion from Mr Malcolm 
McCusker QC.  Both Professor Craven and Mr McCusker were of the view that WA 
had fulfilled its obligations under clause 5(vii) of the revised IGA.24 

3.23 Six States and Territories (excluding WA and NSW) presented the Commonwealth 
with a counter offer for the abolition of the relevant taxes by 2010- 2011. Stamp duty 
on real non-residential conveyances was not included in the counter offer but was 
retained at the discretion of the States.25  

3.24 WA did not present a counter offer and the WA State Budget Paper for 2005-2006 
comments:26 

Western Australia has maintained that it should be able to maintain 

its own State tax reform priorities without intervention by the 

Commonwealth, and noted that its capacity to abolish these taxes is 

limited, among other things by its low gambling taxes and lack of 

road tolls.  

3.25 The Committee understands that with regard to the gambling taxes mentioned above, 
the methodology used to calculate WA’s share of GST funds takes into account WA’s 
capacity to raise gambling taxes. The assessed capacity to raise gambling revenue is 
based on a national average even though gaming machines are prohibited in hotels and 
clubs in WA.27  

                                                      
22  Mark Altus, Director, Revenue and Intergovernmental Relations, Department of Treasury and Finance, 

Transcript of Evidence, 31 May 2006, p8. 
23  Western Australia, Legislative Assembly, Public Accounts Committee, Report 1, Report On The 

Intergovernmental Agreement On The Reform Of Commonwealth State Financial Relations, 19 May 
2005. 

24  Western Australia, Legislative Assembly, Public Accounts Committee, Report 1, Report On The 
Intergovernmental Agreement on the Reform of Commonwealth- State Financial Relations, 19 May 2005, 
pp5,6. 

25  The Government of WA Budget Paper, No 3, 2005-2006, p142.  
26  Ibid. 
27  Department of Treasury and Finance, Government of WA, Discussion Paper on Commonwealth-State 

Financial Relations: An Economic and Financial Assessment of How Western Australia Fares, March 
2006, p19. 
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3.26 A WA State Tax Review (Tax Review) was commenced in July 2005.28 In March 
2006 the Western Australian Government announced a schedule for the abolition of 
stamp duty on mortgages, hire of goods and non-real business conveyances by 1 July 
2010.29 

3.27 The Revenue Laws Amendment Act 2006 was assented to on 4 July 2006. The Act 
amends the Stamp Act 1921. Three outcomes of the amendments are:30  

• the abolition of hire of goods duty from January 2007; and  

• the halving of mortgage duty from 1 July 2006 and the abolishment of 
mortgage duty from 1 July 2008. 

3.28 The Commonwealth has ‘essentially agreed to the schedule of abolitions’ announced 
by WA in March 2006.31 The Commonwealth Treasurer has indicated however that he 
is not prepared to take stamp duties on conveyances of non-residential real property 
off the agenda.32 

3.29 As noted above, a Tax Review was commenced in July 2005. The objectives of the 
Review are found in its Terms of Reference:33 

The over-arching objectives of the Review are to enhance the 

competitiveness, equity and efficiency of the State tax system in 

Western Australia, including minimising distortions to economic 

activity and compliance costs to tax payers. 

3.30 The objectives of the Tax Review translate into the guiding principles used by the 
Treasury in it’s analysis of existing state taxes:34  

Definitions of State Tax Review Principles 

Competitiveness 

The taxation system should be competitive nationally (and 

internationally) to ensure Western Australia is attractive for families 

and business. However, in considering any differences in the tax 

                                                      
28  Department of Treasury and Finance, State Tax Review Interim Report, May 2006, p1. 
29  Hon Eric Ripper MLA, Media Statement, 21 March 2006. 
30  Stamp Act 1921, ss85A, 112 and Schedule 2 Item 13. 
31  Mark Altus, Director, Revenue and Intergovernmental Relations, Department of Treasury and Finance, 

Transcript of Evidence, 31 May 2006, p5. 
32  Letter from Hon Peter Costello MP, Commonwealth Treasurer, 30 March 2006, p1. 
33  Department of Treasury and Finance, State Tax Review Interim Report, May 2006, Appendix A p305. 
34  Ibid, p6. 
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burden between jurisdictions, an important consideration is whether 

there are discernable impacts on taxpayer choices, or incentives for 

avoidance. 

Efficiency 

There is both an economic and an administrative dimension to 

efficiency. 

In an economic sense, more efficient taxes will have smaller impacts 

on taxpayer behaviour, and cause less distortion of economic activity. 

Typically they will be imposed on less-price sensitive activities, 

transactions or assets that are not highly ‘mobile’ across 

jurisdictional borders. 

In an administrative sense, an efficient tax will impose low 

administrative costs on both taxpayers and the revenue collection 

authority relative to the amount of tax revenue paid (or collected). 

Diversion of resources to exploitation and countering of avoidance 

opportunities will also be minimal. 

Equity 

There are also two dimensions to equity. Taxes should have regard 

for both ‘capacity to pay’ (vertical equity), which is usually measured 

relative to the taxpayer’s income, and endeavour to ensure ‘equality 

of treatment’ of similar transactions or circumstances (horizontal 

equity). Opportunities for tax avoidance can reduce equity on both 

counts. 

Other Related Objectives 

Simplicity and Transparency 

Under a simple and transparent tax system, taxpayers can easily 

understand their tax obligations, contributing to relatively low 

compliance and administration costs (the tax principles overlap in a 

number of ways). 

Robustness or Stability 

In order to ensure that there is an adequate taxation base for the 

long-term funding of services and infrastructure, a tax system should 

be robust to changes in markets, industry structures and market 

conditions. Tax revenues should also not be excessively volatile. 
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3.31 Treasury has released an Interim Report on the basis of the Tax Review to date.  The 
recommendations arising from the Interim Report are included in the examination of 
the individual stamp duties below. 

3.32 With regard to the stamp duties included in the revised IGA, Treasury note the 
following:35 

… the inclusion of the various financial and transaction based stamp 

duties in the IGA reflects the generally held view that they are among 

the worst state taxes. They are considered relatively inefficient in that 

they distort economic decision making particularly where the tax base 

is mobile and there are substantial interstate differences in tax rates 

and bases.  

Current status of stamp duties listed for review under clause 5(vii) 

3.33 As noted previously (see paragraph 3.12) clause 5(vii) provides for a review by the 
States and Territories of stamp duties on the following categories:36  

• non-residential conveyances;  

• leases; 

• mortgages; 

• debentures;  

• bonds and other loan securities;  

• credit arrangements, instalment purchase arrangements and rental 
arrangements;  

• cheques, bills of exchange, and promissory notes; and  

• unquoted marketable securities;  

 

3.34 As discussed at paragraph 3.17 there was a difference of interpretation of clause 5(vii) 
by the Commonwealth and States following the Tax Review. Since the Tax Review 
the majority of the stamp duties listed under clause 5(vii) have been abolished or 
scheduled to be abolished. The Committee has reviewed each category individually in 
terms of its current status. 

                                                      
35  Ibid, p64. 
36  Intergovernmental Agreement On The Reform Of Commonwealth-State Financial Relations, Clause 

5(vi). 



Uniform Legislation and Statutes Review Committee  

12 G:\DATA\US\Usrp\us.fin.061122.rpf.016.xx.a.doc 

Non-residential conveyances 

3.35 This category covers the imposition of stamp duty on agreements for the sale of 
property which is not residential property. Non-residential property can be divided 
into two sub-categories:37 

• non-residential real property (business properties that have a land component 
in them), e.g. mining tenements, shopping centres; and office buildings; and 

• non-real property, e.g. business goodwill, trademarks and statutory licences 
(such as crayfishing licences). 

3.36 The Committee inquired about the annual revenue generated by stamp duty on non- 
residential conveyances as follows:38 

The CHAIRMAN: This next question may need to be taken on notice. 

The committee would like to know the amount of stamp duty that is 

collected on non-residential conveyances and what the projected 

collections are for the next few years in the budget projections. Can 

that be provided as supplementary information? 

Mr Altus: I can certainly provide a general response now and 

perhaps follow it up with some specific numbers. We estimate that the 

broad category of non-residential conveyance duty accounts for up to 

40 per cent of our total conveyance duty; that is, our total stamp duty 

from the sale of all kinds of copy. The residential components are the 

stamp duty on the sale of homes. We do not have specific information 

or get a specific breakdown on that from the Office of State Revenue, 

but the information it has available suggests that probably 60 per cent 

or more of our stamp duty on the sale of property comes from the sale 

of homes. 

The balance is the non-residential component. There are two points 

that I would make about providing specific figures. Firstly, we will 

not be able to give anything precise because the information is not 

collected by the Office of State Revenue. Secondly, that proportion 

would be quite volatile from year to year, particularly because within 

this category of non-residential conveyance duty, we can have some 

very large one-off transactions. That tends to happen from time to 

time in the resources sector where some very valuable mining 

tenements can change hands. 

                                                      
37  Mark Altus, Director, Revenue and Intergovernmental Relations, Department of Treasury and Finance, 

Transcript of Evidence, 31 May 2006, p4. 
38  Ibid, pp4,5. 
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The CHAIRMAN: Or a Dampier-Bunbury natural gas pipeline. 

Mr Altus: That is an excellent example. That one transaction might 

pull in upwards of $100 million in one hit. That can obviously have a 

pretty big impact on both the proportion and the dollar amount of 

stamp duty that is at stake in this category of non-residential 

conveyances. 

The CHAIRMAN: What proportion would the non-real value of 

those non-residential property conveyances represent? 

Mr Altus: Again, it was hard to do anything other than estimate what 

the cost would be. We came up with an estimate that was very similar 

to other states of around seven per cent of our total conveyance duty 

base. 

The CHAIRMAN: Is that seven per cent of the 100 per cent or seven 

per cent of the 40 per cent? 

Mr Altus: That is seven per cent of the 100 per cent. For the non-

residential component, we are talking about seven per cent plus up to 

33 per cent. 

3.37 The Government has indicated that stamp duty on the conveyance of non-real non-
residential property will be abolished from 1 July 2010.39 See paragraph 3.26. 

3.38 The Committee understands that there is currently not a plan to abolish stamp duty on 
the conveyance of non-residential real property.40 

3.39 The preliminary findings of the Tax Review did not support the abolishing of stamp 
duty on non-residential real property:41 

While it is it recognised that stamp duty on conveyances of non-

residential real property is among the most inefficient of the 

remaining State taxes, its abolition is not supported on affordability, 

tax administration or competitiveness grounds, and to ensure that 

there is no differential tax treatment vis a vis real residential 

property. 

                                                      
39  Hon Eric Ripper MLA, Media Statement, 21 March 2006. 
40  Mark Altus, Director, Revenue and Intergovernmental Relations, Department of Treasury and Finance, 

Transcript of Evidence, 31 May 2006, p5. 
41  Department of Treasury and Finance, State Tax Review Interim Report, May 2006, p77. 
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Leases 

3.40 Stamp duty on leases was abolished in 2004.42 This category of leases related to 
leasing of property both residential and commercial property. 

Mortgages 

3.41 The Stamp Act 1921 creates a liability for payment of stamp duty on any instrument 
that mortgages or creates a charge over property wholly or partly in WA.43 

3.42 Stamp duty becomes payable when the mortgage document is first signed. Stamp duty 
will also become payable when an advance or further advance is made if the total 
secured amount exceeds the secured amount for which the mortgage has been 
stamped.  

3.43 Prior to 1 July 2006 stamp duty on home mortgages44 was charged at a concessional 
rate of $20.00 on any amount up to and including $8,000.00 plus 25c for each 
additional $100.00. 

3.44 Prior to 1 July 2006 stamp duty on all other mortgages was  $20.00 on any amount up 
to $5000.00 plus 40c per $100.00 on any amount above $5,000.00.45  

3.45 With regard to stamp duty on mortgages the Tax Review Interim Report noted:46  

The abolition of mortgage duty should be high priority on 

competitiveness, efficiency, equity, and tax administration and 

compliance costs grounds. 

This measure could be considered the preferred form of relief for 

property transactions, as it particularly benefits those buyers most 

reliant on borrowings. 

3.46 Stamp duty on mortgages was halved from 1 July 2006 and will be fully abolished by 
July 2008.47 

Debentures, bonds and other loan securities 

3.47 The above terms are defined as follows: 

                                                      
42  Mark Altus, Director, Revenue and Intergovernmental Relations, Department of Treasury and Finance, 

Transcript of Evidence, 31 May 2006, p6. 
43  Stamp Act 1921, s85.  
44  Ibid, s87.  
45  Ibid, Second Schedule Item 13. 
46  Department of Treasury and Finance, State Tax Review Interim Report, May 2006, p68. 
47  Stamp Act 1921, ss85A and Schedule 2 Item 13. 
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Debenture - At common law, any document which creates a debt 

owed by a company or acknowledges it.48 

Bond - An instrument under seal usually in the form of a deed by 

which a person binds himself or herself to another to pay a specified 

sum of money at some fixed date.49 

Other Loan Securities - Would include any type of instrument that 

acknowledges a debt but is not otherwise separately identified under 

the definition of a mortgage.50 

3.48 The Committee was advised that: 

... instruments of security that do not create a charge over property 

are no longer liable to duty. These include bonds, covenants, 

guarantees, franchises agreements, unsecured debentures and 

unsecured loan agreements.51 

Credit arrangements, instalment purchase arrangements and rental arrangements 

3.49 This category of stamp duty applies to arrangements for rental of goods and hire 
purchase arrangements.52 Stamp duty is paid by commercial hire businesses on hiring 
charges.53 Examples of businesses affected are video rental shops and firms leasing 
equipment to the construction industry.54  

3.50 Stamp duties in this category will be abolished on 1 January 2007.55 

Cheques, bills of exchange, and promissory notes 

3.51 This category of stamp duty was abolished in 2004.56 

                                                      
48  Nygh, P E, Butt, P, Butterworths Legal Dictionary, Butterworths, Australia, 1997, p324. 
49  Letter from Mark Altus, Director, Revenue and Intergovernmental Relations, Department of Treasury and 

Finance, 21 June 2006, p3. 
50  Ibid. 
51  Ibid. 
52  Mark Altus, Director, Revenue and Intergovernmental Relations, Department of Treasury and Finance, 

Transcript of Evidence, 31 May 2006, p7. 
53  Budget 2006-07 Fact Sheet  at website: http://www.dtf.wa.gov.au/cms/bud_content.asp?id=1515 (viewed 

on 22/6/2006). 
54  Mark Altus, Director, Revenue and Intergovernmental Relations, Department of Treasury and Finance, 

Transcript of Evidence, 31 May 2006, p7. 
55  Stamp Act 1921, s112. 
56  Mark Altus, Director, Revenue and Intergovernmental Relations, Department of Treasury and Finance, 

Transcript of Evidence, 31 May 2006, p7. 
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Unquoted marketable securities 

3.52 This stamp duty was imposed on agreements to sell shares privately rather than 
through the stock exchange. The stamp duty was abolished in 2004.57 

Distribution of GST  

3.53 As noted previously (see paragraph 3.3) under the revised (IGA) the Commonwealth 
agreed to legislate to provide all the revenue from the GST to the States and 
Territories.58 

3.54 The GST revenue is distributed in accordance with horizontal fiscal equalisation 
(HFE) principles:59 

Each State should be given the capacity to provide the average 

standard of state type public services assuming it does so at an 

average level of operating efficiency and makes an effort to raise 

revenue from its own sources.60 

3.55 The Committee notes Treasury’s observations that:  

Although the GST has grown faster than originally expected over the 

first five years, slower growth in the GST is projected going forward, 

and estimates of State revenues foregone have increased.61 

Commonwealth Grants Commission 

3.56 The Commonwealth Grants Commission (Grants Commission) makes 
recommendations to the Commonwealth Treasurer about the allocation of GST 
revenue (and health care grants).  The recommendations are based on HFE principles. 
The Grants Commission arrives at a set of per capita relativities which are then 
applied to calculate the distribution of GST funds (and health care grants). The 
calculation of the relativities is based on data collected from the States.   

3.57 Concerns have been raised regarding both the standard and reliability of the data the 
Grants Commission relies on. The Grants Commission itself has expressed concern 
about whether the data they are relying on is ‘robust’ enough for their purposes.62  

                                                      
57  Ibid, p8. 
58  Intergovernmental Agreement on the Reform of Commonwealth-State Financial Relations, Clause 5(i). 
59  Ibid, Clause 8. 
60  Commonwealth Grants Commission Website; Role and History at website:  http://www.cgc.gov.au, 

(viewed on 20/6/2006). 
61  Department of Treasury and Finance, Government of WA, Discussion Paper on Commonwealth-State 

Financial Relations: An Economic and Financial Assessment of How Western Australia Fares, 2006, p6. 
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3.58 A methodology review of the Grants Commission process is currently underway:63 

The Grants Commission is required to report by February 2010. The 

Commission is also required to provide interim reports to the 

Ministerial Council in 2006 and 2007 on its progress sand 

conclusions in relation to simplification, and progress in relation to 

continuous improvement, mechanisms to maintain simplification and 

quality assurance processes. The interim reports will indicate the 

Commission’s views on which, if any, of its conclusions could be 

acted on in advance of the 2010 report. 

 

Vertical Fiscal Imbalance 

3.59 The current financial relationship between the Commonwealth and State Governments 
is characterised by a significant vertical fiscal imbalance (VFI) . VFI is the ‘imbalance 

between the spending responsibilities of each tier of government and its own sources 

of revenue.64 

3.60 The Committee was advised that VFI has increased since the implementation of the 
revised IGA:65 

In the Australian Federation, depending on how the GST is treated, 

the commonwealth government collects 80 per cent of total tax 

revenue but is responsible for only 55 per cent of total government 

outlays Australia-wide.  On the other hand, the states and local 

governments collect only about 20 per cent of tax revenues but are 

responsible for the other 45 per cent of total government outlays.  

With the introduction of the GST, the states effectively gave up some 

of their existing taxes, as we have just discussed, including the 

financial institutions duty and the debits tax.  In return, as 

replacement revenue, they have received GST revenue grants from the 

commonwealth government. 

3.61 VFI allows the Commonwealth to redistribute revenue through grants to equalise 
access to services across the States. Treasury notes that in Australia ‘the State’s 

dependence on grants goes well beyond what is needed for equalisation purposes’.66 

                                                                                                                                                         
62  Australian Government, Commonwealth Grants Commission, Report on State Revenue Sharing 

Relativities 2004 Review, p87. 
63  The Government of WA Budget Paper, No 3, 2005-2006, p148. 
64  Developments in Commonwealth-State financial relations since 2000-01, Parliament of Australia, 

Department of the Parliamentary Library, 15 March 2006, p1. 
65  Mark Altus, Director, Revenue and Intergovernmental Relations, Department of Treasury and Finance, 

Transcript of Evidence, 31 May 2006, p10. 
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3.62 While acknowledging that the current VFI provides “a degree of certainty for the 

States”67Treasury notes that there are serious “downsides”: 68 

It reduces the accountability of governments to their electorates 

because it is not clear which level of government is responsible when 

community expectations for services and infrastructure are not met. 

It exposes State governments to budget uncertainty vis a vis 

Australian government decisions about the level of grants, including 

the inherent temptation to shift any national budget shortfalls on to 

the States. Faced with this uncertainty, States may forego some 

(especially higher risk) initiatives that could improve economic and 

welfare outcomes. 

It facilitates the attachment of conditions by the Commonwealth 

government to a significant proportion of State funding, which if not 

consistent with overall community priorities can result in a 

misallocation of resources. 

It reduces incentives for States to put in place growth-promoting 

policies and infrastructure, as the tax benefits flow primarily to the 

Commonwealth. While some of these tax benefits come back to States 

through increased GST revenues and (possibly) increased other 

grants, these grants are allocated between States on equity rather 

than tax origin principles. Hence the tax benefits of a particular State 

growth-promoting initiative tend to be spread around the nation. 

Clauses 10 to 14 - Transitional arrangements 

3.63 The revised IGA also provides for each State to receive budget balancing assistance, 
as necessary, on the premise of being no worse off than under a continuation of the 
pre-GST funding arrangements: 

10. In each of the transitional years following the introduction of the 

GST, the Commonwealth guarantees that the budgetary position of 

each individual State and Territory will be no worse off than it would 

have been had the reforms set out in this Agreement not been 

implemented.  

                                                                                                                                                         
66  Department of Treasury and Finance, Government of WA, Discussion Paper on Commonwealth-State 

Financial Relations: An Economic and Financial Assessment of How Western Australia Fares, 2006, 
p14. 

67  Ibid. 
68  Ibid. 
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11. The Commonwealth will extend the transitional period by 

Regulation (as provided for in the A New Tax System 

(Commonwealth-State Financial Arrangements) Act 1999) to give 

effect to the commitments in clause 10 in the event that transitional 

assistance is required by any State or Territory after 30 June 2003.  

12. To meet this guarantee, the Commonwealth will make transitional 

assistance payments to each State and Territory, as necessary, over 

this period. These payments will take the form of interest free loans 

and grants in July 2000-01 and grants paid quarterly in subsequent 

years and will be freely available for use by the States and Territories 

for any purpose. Any payments or repayments made by way of loans 

or grants under the Commonwealth’s guarantee will be excluded from 

assessments of per capita relativities recommended by the 

Commonwealth Grants Commission (CGC).  

13. The amounts of any additional assistance under the guarantee will 

be determined in accordance with the processes set out in Appendix C 

to this Agreement.  

14. After the second year following the introduction of the GST, GST 

revenue grants will be determined on the basis of HFE principles. 

That is, after the first two years, any State or Territory which is 

receiving more than would have been received under the current 

arrangements will retain that excess.  

3.64 WA has not needed budget balancing assistance since 2002-03.69 

Clauses 15 and 16 - First Home Owners Scheme 

3.65 The revised IGA required the States to fund and administer a first home owner’s 
scheme.  

15. To offset the impact of the introduction of a GST, the States and 

Territories will assist first homebuyers through the funding and 

administration of a new uniform First Home Owners Scheme.  

16. This assistance will be provided to first home owners consistent 

with Appendix D to this Agreement.  

3.66  The Committee was advised that this requirement has been implemented.70 

                                                      
69  The Government of WA Budget Paper, No 3, 2005-2006, p140. 
70  Mark Altus, Director, Revenue and Intergovernmental Relations, Department of Treasury and Finance, 

Transcript of Evidence, 31 May 2006, p3. 
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Conclusion 

3.67 This is an interim report based on the Committee’s investigations to date. 

3.68 The Committee notes that with regard to the stamp duties listed for review under 
clause 5(vii) the majority of have been abolished or scheduled for abolition. Since 1 
July 2006 stamp duty on non-residential conveyances will be the only “clause 5(vii) 

stamp duty” that will continue to apply. 

3.69 The Government has indicated that stamp duty on non real non-residential property 
will be abolished from 1 July 2010. 

3.70 Stamp duty on real non-residential conveyances remains in place at the time of this 
report. There is currently no indication that Stamp duty on real non-residential 
conveyances will be abolished. 

3.71 The inquiry is continuing. 

 

…………………………………………….. 

Hon Simon O’Brien MLC 
Chairman 

22 November 2006 
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Intergovernmental Agreement on the Reform of 
Commonwealth-State Financial Relations 

THE COMMONWEALTH OF AUSTRALIA 

THE STATE OF NEW SOUTH WALES 

THE STATE OF VICTORIA 

THE STATE OF QUEENSLAND 

THE STATE OF WESTERN AUSTRALIA 

THE STATE OF SOUTH AUSTRALIA 

THE STATE OF TASMANIA 

THE AUSTRALIAN CAPITAL TERRITORY, AND 

THE NORTHERN TERRITORY OF AUSTRALIA 

WHEREAS 

(1) the Special Premiers' Conference on 13 November 1998 developed principles for 
the reform of Commonwealth-State financial relations; 

(2) the Commonwealth, States and Territories are in agreement that the current 
fmancial relationship between levels of government must be reformed to facilitate a 
stronger and more productive federal system for the new millennium; and 

(3) while a majority of the States and Territories support the introduction of the Goods 
and Services Tax (GST), the agreement of New South Wales, Queensland and 
Tasmania to the reform of Commonwealth-State fmancial relations does not imply 
their in-principle endorsement of the GST: 
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IT IS HEREBY AGREED: 

PART 1 - PRELIMINARY 

Commencement Clause 

1. This Agreement will commence between the Commonwealth, the States and the 
Territories on 1 July 1999 unless otherwise agreed by the Parties. 

Objectives 

2. The objectives of the reforms set down in this agreement include: 

(i) the achievement of a new national tax system, including the elimination of a 
number of existing inefficient taxes which are impeding economic activity; 

(ii) the provision to State and Territory Governments of revenue from a more 
robust tax base that can be expected to grow over time; and 

(iii) an improvement in the financial position of all State and Territory 
Governments, once the transitional changes have been completed, relative to 
that which would have existed had the current arrangements continued. 

3. All Parties to the Agreement acknowledge the need to pursue on-going reform of 
Commonwealth-State fmancial relations. 

Acknowledgement of Agreement 

4. The Commonwealth will attach the Agreement as a schedule to the A New Tax 
System (Commonwealth-State Financial Arrangements) Act 1999. The Commonwealth will 
use its best endeavours to ensure the Act will require compliance with the 
Agreement. The States and Territories will attach the Agreement as a schedule to 
relevant State and Territory legislation. The States and Territories will use their best 
endeavours to ensure their legislation will require compliance with the Agreement. 

PART 2 - COMMONWEALTH-STATE FINANCIAL REFORM 

Reform Measures 

5. The Parties will undertake all necessary steps to have appropriate legislation enacted 
to give effect to the following reform measures. 
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(i) The Commonwealth will legislate to provide all of the revenue from the 
GST to the States and Territories and will legislate to maintain the rate and 
base of the GST in accordance with this Agreement. 

(ii) The Commonwealth will cease to apply the Wholesale Sales Tax from 
1 July 2000 and will not reintroduce it or a similar tax in the future. 

(iii) The temporary arrangements for the taxation of petrol, liquor and tobacco 
under the safety net arrangements announced by the Commonwealth on 
6 August 1997 will cease on 1 July 2000. 

(iv) The payment of Financial Assistance Grants will cease on 1 July 2000. 

(v) The Commonwealth will continue to provide Specific Purpose Payments 
(SPPs) to the States and Territories and has no intention of cutting aggregate 
SPPs as part of the reform process set out in this Agreement, consistent with 
the objective of the State and Territory Governments being fmancially better 
off under the new arrangements. 

(vi) The States and Territories will cease to apply the taxes referred to in 
Appendix A from the dates outlined below and will not reintroduce them or 
similar taxes in the future. 

• Bed taxes, from 1 July 2000; 

Financial Institutions Duty, from 1 January 2001; 

• Debits tax, from 1 January 2001; 

• Stamp duties on marketable securities; business conveyances (other 
than real property); leases; mortgages, debentures, bonds and other 
loan securities; credit arrangements, installment purchase 
arrangements and rental arrangements; and on cheques, bills of 
exchange and promissory notes, from 1 July 2001. 

(vii) Stamp duty on non-residential conveyances of real property will cease to 
apply by a date to be determined by the Ministerial Council on the basis that 
no State or Territory will be worse off in any year. 

(viii) The States and Territories will adjust their gambling tax arrangements to take 
account of the impact of the GST on gambling operators. 

(ix) Nothing in this clause will prevent any Party from introducing anti-avoidance 
measures that are reasonably necessary to protect its remaining tax base or 
liabilities accrued prior to the date the tax ceases to apply. 
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Distribution of GST Revenue 

6. The Commonwealth will make GST revenue grants to the States and Territories 
equivalent to the revenue from the GST subject to the arrangements in this 
Agreement. GST revenue grants will be freely available for use by the States and 
Territories for any purpose. 

7. The Commonwealth will distribute GST revenue grants among the States and 
Territories in accordance with horizontal fiscal equalisation (HFE) principles 
subject to the transitional arrangements set out below and other relevant provisions 
of this Agreement. 

8. Details of the payment arrangements are contained ill Appendix B to this 
Agreement. 

Transitional Arrangements 

9. In each of the transitional years following the introduction of the GST, the 
Commonwealth guarantees that the budgetary position of each individual State and 
Territory will be no worse off than it would have been had the reforms set out in 
this Agreement not been implemented. 

10. The Commonwealth will extend the transitional period by Regulation (as provided 
for in the A Nelv Tax System (Commonwealth-State Financial Arrangements) A ct 1999) to 
give effect to the commitments in clause 9 in the event that transitional assistance is 
required by any State or Territory after 30 June 2003. 

11. To meet this guarantee, the Commonwealth will make transitional assistance 
payments to each State and Territory, as necessary, over this period. These 
payments will take the form of interest free loans in July 2000-01 and grants paid 
quarterly in subsequent years and will be freely available for use by the States and 
Territories for any purpose. Any payments or repayments made by way of loans or 
grants under the Commonwealth's guarantee will be excluded from assessments of 
per capita relativities recommended by the Commonwealth Grants Commission 
(CGC). 

12. The amounts of any additional assistance under the guarantee will be determined in 
accordance with the processes set out in Appendix C to this Agreement. 

13. After the second year following the introduction of the GST, GST revenue grants 
will be determined on the basis of HFE principles. That is, after the first two years, 
any State or Territory which is receiving more than would have been received under 
the current arrangements will retain that excess. 
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Local Government Finances 

14. The States and the Northern Territory will provide ongoing financial assistance 
grants to local government from 1 July 2000. 

15. The States and the Northern Territory will make these payments in accordance with 
Appendix D to this Agreement. The Australian Capital Territory will continue to 
fund services for local government purpose analogous to those funded by the 
States and the Northern Territory. 

First Home Owners Scheme 

16. To offset the impact of the introduction of a GST, the States and Territories will 
assist first homebuyers through the funding and administration of a new uniform 
First Home Owners Scheme. 

17. This assistance will be provided to first home owners consistent with Appendix E 
to this Agreement. 

Application of the GST to Government 

18. The Parties intend that the Commonwealth, States, Territories and local 
government and their statutory corporations and authorities will operate as if they 
were subject to the GST legislation. They will be entitled to register, will pay GST 
or make voluntary or notional payments where necessary and will be entitled to 
claim input tax credits in the same way as non-Government organisations. All such 
payments will be included in GST revenue. 

Government Taxes and Charges 

19. The Commonwealth, States and Territories agree that the GST does not apply to 
the payment of some taxes and compulsory charges. 

20. The Parties will agree a list of taxes and compulsory charges that are outside the 
scope of the GST. This list will be promulgated by a determination by the 
Commonwealth Treasurer as set out in Division 81-5 of the A New Tax System 
(Goods and Services Tax) A ct 1999 (the GST Act) . 

21. In agreeing the list, the Commonwealth, States and Territories will have regard to 
the following principles: 

(i) taxes that are in the nature of a compulsory impost for general purposes and 
compulsory charges by the way of fines or penalties should not be subject to 
GST as these will not relate to any specific supply of goods or services; 
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(ii) similarly, those regulatory charges that do not relate to particular goods or 
services should be outside the scope of the GST; and 

(iii) the inclusion of any other charge in the Commonwealth Treasurer's 
determination notwithstanding that it may relate to the supply of a particular 
good or service will require the unarutnous agreement of the 
Commonwealth, States and Territories . 

22. The agreed list of taxes and other compulsory charges that are outside the scope of 
the GST will be subject to on-going review and adjustment as necessary in 
consultation with the Ministerial Council. The Parties will notify any objections to 
changes to the list within a period to be specified by the Ministerial Council. 

Reciprocal Taxation 

23. Reciprocal taxation will be progressed on a revenue neutral basis, through the 
negotiation of a Reciprocal Taxation Agreement with the objectives of: 

(i) improving the transparency of tax arrangements between all levels of 
government; 

(ii) ensuring tax neutrality; and 

(iii) replacing the Statement of Policy Intent (SOP!) for the taxation treatment of 
Government Business Enterprises with tax arrangements which are broader 
in scope. 

24. It is the intention of the Parties to this Agreement that a National Tax Equivalent 
Regime (NTER) for income tax will be operational for State and Territory 
government business enterprises from 1 July 2000. It is also intended that the 
reciprocal application of other Commonwealth, State and Territory taxes will be 
subsequently implemented as soon as practicable. 

25. Local government organisations will be consulted with a view to making the NTER 
for income tax operational for wholly owned local government business enterprises 
from 1 July 2000 and including local government in the Reciprocal Tax Agreement 
at a later date. 

26. Where the application of full indirect reciprocal tax arrangements is prevented by 
the Constitution, jurisdictions have agreed to work cooperatively to introduce 
voluntary payment arrangements in these circumstances . 

27. All governments have agreed that no furtl1er compensation payments will be 
payable by any jurisdiction under the SOP!. 
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Monitoring of Prices 

28. In accordance with the Trade Practices Act 1974, as amended, the Australian 
Competition and Consumer Commission will formally monitor prices and take 
action against businesses that take pricing decisions in a manner inconsistent with 
tax reform. 

29. In order to ensure that these measures apply to the whole economy, the States and 
Territories will adopt the Schedule version of Part VB of the Trade Practices Act 1974 
(part XIAA of the NelV Tax System Price Exploitation Code) to extend the measures in 
Part VB to cover those areas outside the Commonwealth's constitutional power. 
All Parties will work towards having any necessary legislation in place by 
1 July 1999. 

30. The monitoring and prohibition on unreasonable pricing decisions will commence 
on 1 July 1999 and continue unti130 June 2002. 

PART 3 - ADMINISTRATION OF THE GST 

Management of the GST Rate 

31. After the introduction of the GST, a proposal to vary the 10 per cent rate of the 
GST will require: 

(i) the unanimous support of the State and Territory Governments; 

(ii) the endorsement by the Commonwealth Government of the day; and 

(iii) the passage of relevant legislation by both Houses of the Commonwealth 
Parliament. 

Management of the GST Base 

32. Subject to clauses 34, 35 and 36 of this Agreement, after the introduction of the 
GST, any proposal to vary the GST base will require: 

(i) the unanimous support of the State and Territory Governments; 

(ii) the endorsement by the Commonwealth Government of the day; and 

(iii) the passage of relevant legislation by both Houses of the Commonwealth 
Parliament. 

33. All future changes to the GST base should be consistent with: 

(i) the maintenance of the integrity of the tax base; 
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(ii) simplicity of administration; and 

(iii) minimising compliance costs for taxpayers. 

34. A proposal to vary the GST base by way of a Ministerial determination under the 
GST Act will require the unanimous agreement of the Ministerial Council 
established under clause 40. The Ministerial Council will develop practical 
arrangements to ensure timely consideration of proposed Ministerial 
determina tions . 

35. During the first 12 months following the implementation of the GST, the 
Commonwealth Government will retain the discretion to make changes unilaterally 
to the GST base where such changes: 

(i) are of an administrative nature (as defined in Appendix F to this Agreement); 

(ii) are necessary to facilitate the implementation of the new tax; and 

(iii) have regard to the need to protect the revenue of the States and Territories. 

36. From July 2001, changes to the GST base of an administrative nature (as defined in 
Appendix .E) would require the majority support of the Commonwealth, the States 
and the Territories. 

Australian Taxation Office 

37. The States and Territories will compensate the Commonwealth for the agreed costs 
incurred by the Australian Taxation Office (ATO) in administering the GST. 

38. Accountability and performance arrangements will be established between the 
ATO and the State and Territory Governments consistent with Appendix G to this 
Agreement. These arrangements will include maximising compliance, cost 
efficiency, simplicity for taxpayers and administrative transparency. 

39. The ATO and State and Territory Governments will collaborate to explore options 
for the States and Territories to benefit from the use of the Australian Business 
Number system. 

PART 4 - INSTITUTIONAL ARRANGEMENTS 

Establishment of Ministerial Council 

40. A Ministerial Council comprising the Commonwealth, the States and the Territories 
will be established from 1 July 1999 to oversee the operation of this Agreement. 
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41. The membership of the Ministerial Council will comprise the Treasurer of the 
Commonwealth and the Treasurers of the States and Territories (or designated 
representatives). 

42. The functions of the Ministerial Council will include: 

(i) the oversight of the operation of the GST; 

(ii) the oversight and coordination of the implementation of this Agreement; 

(iii) the review of matters of operational significance raised through the GST 
Administration Sub-Committee; 

(iv) discussion of CGC recommendations regarding relativities prlOt to the 
Commonwealth Treasurer making a determination; 

(v) monitoring compliance with the conditions governing the provision of local 
government financial assistance set out in Appendix D to this Agreement; 

(vi) monitoring compliance with the conditions governing the provision of 
assistance to first home owners set out in Appendix E to this Agreement; 

(vii) monitoring compliance with the Commonwealth's undertaking with respect 
to SPPs; 

(viii) considering reports of the GST Administration Sub-Committee on the 
performance of the ATO in GST administration; 

(ix) reviewing the operation of the Agreement over time and considering any 
amendments which may be proposed as a consequence of such review; 

(x) making recommendations to the Commonwealth Treasurer on the 
Guaranteed Minimum Amount applying to each State and Territory under 
the Transitional Arrangements; 

(xi) approving changes to the GST base which require the support of a majority 
of Commonwealth, State and Territory Governments; 

(xii) considering on-going reform of Commonwealth-State financial relations; and 

(xiii) considering other matters covered in this Agreement. 

43. The Treasurer of the Commonwealth will convene the Ministerial Council in 
consultation with the other members of the Council not less than once each 
financial year. If the Commonwealth Treasurer receives a request from a member 
of the Council, he will consult with the other members concerning convening a 
meeting. The Treasurer of the Commonwealth will be the chair of the Council. The 
Council may also conduct its business by correspondence. 
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44. All questions arising in the Ministerial Council will be determined by unanimous 
agreement unless otherwise specified in this Agreement. 

45. While it is envisaged that the Ministerial Council will take decisions on most 
business arising from the operation of this Agreement, major issues will be referred 
by the Ministerial Council to Heads of Government for consideration, including 
under the auspices of the Council of Australian Governments. 

46. The Ministerial Council will establish a GST Administration Sub-Committee 
comprised of Commonwealth, State and Territory officials to monitor the 
operation of the GST, make recommendations regarding possible changes to the 
GST base and rate and to monitor the ATO's performance in GST administration. 
The GST Administration Sub-Committee will function in accordance with the 
arrangements set out in Appendix F to this Agreement. 
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SIGNED for and on behalf of the Parties by: 

The Honourable John Winston Howard, 
Prime Minister of the Commonwealth of Australia, 
on the 9th day of April 1999 
in the presence of: 

The Honourable Robert John Carr, 
Premier of the State of New South Wales, 
on the 9th day of April 1999 
in the presence of: 

.1i~. "Pi 

The Honourable Jeffrey Gibb Kennett, 
Premier of the State of Victoria, 
on the 9th day of April 1999 
in the presence of: 

The Honourable Peter Douglas Beattie, 
Premier of the State of Queensland, 
on the 9th day of April 1999 
in the presence of: 

The Honourable Richard Fairfax Court, 
Premier of the State of Western Australia, 
on the 9th day of April 1999 
in the presence of: 
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The Honourable John Wayne Olsen, 
Premier of the State of South Australia, 
on the 9th day of April 1999 
in the presence of: 

The Honourable James Alexander Bacon, 
Premier of the State of Tasmania, 
on the 9th day of April 1999 
in the presence of: 

Kate Carnell, 
Chief Minister of the Australian Capital Territory, 
on the 9th day of April 1999 
in the presence of: 

'rAt~'r,' , .""""" IJ~~· . 
The Honourable Denis Gabriel Burke, 
Chief Minister of the Northern Territory of Australia, 
on the 9th day of April 1999 
in the presence of: 
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A: Taxes Subject to Reform 

B: Payment of GST Revenues to the States and Territories 

C: Transitional Arrangements 
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G: GST Administration Performance Agreement - Guiding Principles 
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Appendix A 

Taxes Subject To Reform 

The taxes which will cease to apply in accordance with paragraph 5 of this Agreement are 
set out below and in the relevant Commonwealth, State and Territory statutes as at 
13 November 1998. 

Al. The following taxes will cease to apply from 1 July 2000: 

(i) Wholesale Sales Tax 

Sales tax levied on the value of the last wholesale sale of goods sold or 
otherwise dealt with as imposed by the Commonwealth's Sales Tax 
(Imposition) Acts. 

(zi) Bed Taxes 

Accommodation taxes levied on the cost of temporary residential 
accommodation. 

A2. The following State and Territory taxes will cease to apply from 1 January 2001: 

(z) Financial Institutions Duty 

Financial Institutions Duty levied on the value of receipts (credits) at 
financial institutions and on the average daily liabilities and/or investments 
of short term money market dealers. 

(ii) Debits Tax 

Debits tax levied on the value of withdrawals (debits) from accounts with 
financial institutions with cheque drawing facilities. 

Debits duty levied on transactions, including credit card transactions. This 
does not include stamp duty on electronic debits (refer A3 (vi) below). 

A3. The following State and Territory taxes will cease to apply from 1 July 2001: 

(i) Stamp Duty on Marketable Securities 

Stamp duty levied on turnover (ie sale price times quantity traded) on the 
transfer of listed and unlisted marketable securities. 

(ii) Stamp Duty on Business Convryances (other than real property) 

Stamp duty levied on the value of the following components of business 
conveyances: 
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goodwill (except site goodwill); 

trading stock; 

work in progress; 

chattels (except when in connection with a realty conveyance); 

book debts; 

statutory licences or permissions (Commonwealth); 

statutory licences or permissions (State or Territory); 

contractual licences; 

right to use business name/trademark; 

right to use thing, system, process; 

right to use information, knowledge; 

intellectual property (patents etc); 

partnership interest; 

grants of contractual rights; 

transfer of contractual rights; and 

interest in any of the above. 

(iii) Stamp Duty on Leases 

Stamp duty levied on the rental payable under tenancy agreements. 

(iv) Stamp Duty on Mortgages, Bonds, Debentures and Other Loan Securities 

Stamp duty levied on the value of a secured loan property. 

(v) Stamp Duty on Credit Arrangements, Instalment Purchase Arrangements and Rental 
Arrangements 

Stamp duty levied on the value of the loan under credit arrangements . 

Stamp duty levied on credit business in respect of loans made, discount 
transactions and credit arrangements. 
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Stamp duty levied on the pr1ce of goods purchased under instalment 
purchase arrangements. 

Stamp duty levied on the rent paid in respect of the hire of goods, including 
consumer and producer goods. 

(vi) Stamp DU!)i on Cheques, Bills if Exchange and Promissory Notes 

Stamp duty levied on cheques, bills of exchange, promissory notes, or other 
types of payment orders, promises to payor acknowledgment of debts, 
including duty on electronic debits. 

A4. The following State and Territory taxes will cease to apply from a date to be 
determined: 

(z) Stamp DU!)i on Non-residential Convl)'ances (real propertY) 

Stamp duty levied on the value of other than residential property 
conveyances. 
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Appendix B 

Payment of GST Revenues to the States and Territories 

B1. Subject to the transitional arrangements and other relevant provisions in this 
Agreement, the Commonwealth will distribute GST revenue grants among the 
States and Territories in accordance with horizontal fiscal equalisation (HFE) 
principles. 

B2. The pool of funding to be distributed according to HFE principles in a financial 
year will comprise GST revenue grants and health care grants as defined under an 
Australian Health Care Agreement between the Commonwealth and the States and 
Territories. A State or Territory's share of the pool will be based on its population 
share, adjusted by a relativity factor which embodies per capita fmancial needs 
based on recommendations of the Commonwealth Grants Commission. The 
relativity factor for a State or Territory will be determined by the Commonwealth 
Treasurer after he has consulted with each State and Territory. 

B3. The total amount of GST revenue to be provided to the States and Territories in a 
fmancial year will be defined as: 

(i) the sum of GST collections, diesel fuel excise credits, and voluntary and 
notional payments made by government bodies; reduced by 

(ii) the amounts paid or applied under Division 35 of the GST Act and under 
section 39 of the Taxation A dministration Act 1953. 

B4. The total amount of GST revenue in a fmancial year will be determined by the 
Commissioner of Taxation in the following way: 

(i) actual outcomes for the items listed in paragraph B3 for the period 1 July to 
31 May; plus 

(ii) estimated outcomes for the items listed in paragraph B3 for the month of 
June; plus 

(iii) an adjustment amount (which may be positive or negative) to account for 
any difference between the estimated and actual outcome for the items listed 
in paragraph B3 for the month of June in the previous year. 

B5. GST revenue grants will be paid by the Commonwealth on the twenty-seventh day 
of each month. Where the scheduled payment day is a Saturday, Sunday or public 
holiday in Canberra, the payment will be made on the next business day of the 
Reserve Bank of Australia in Canberra. 

B6. The States and Territories shall be informed of the quantum of each monthly 
payment by close of business Canberra time on the twenty-sixth day of each 
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month. Where the day is a Saturday, Sunday or public holiday in Canberra, the 
States and Territories shall be informed of the quantum of the payment on the last 
business day of the Reserve Bank of Australia in Canberra prior to payment day. 

B7. The distribution between the States and Territories of the payments of GST 
revenue grants up to 15 June in each year will be based on: 

(i) the Treasurer's determination of per capita relativities; 

(ii) the latest available Australian Bureau of Statistics' projections, or estimates, 
of State and Territory populations as at 31 December; 

(iii) the latest available Department of Health and Aged Care estimates of health 
care grants to be provided to a State or Territory; and 

(iv) the latest available estimates of the guaranteed minimum amount for each 
State and Territory to be calculated under Appendix C of this Agreement. 

The Commonwealth will inform the States and Territories of any changes to the 
estimates as part of the advice to be provided to the States and Territories under 
paragraph B6. 

B8. The payments of GST revenue grants after 15 June in each year will take into 
account the determinations of: 

(i) per capita relativities and Guaranteed Minimum Amounts by the Treasurer; 

(ii) populations by the Statistician; 

(iii) health care grants by the Minister administering the National Health Act 1953; 
and 

(iv) GST revenues by the Commissioner of Taxation. 

For this purpose, the fmal payment will be made no later than the seventeenth day 
of June in each year. Where the seventeenth day of June is a Saturday, Sunday or 
public holiday in Canberra, the payment will be made on the next business day of 
the Reserve Bank of Australia in Canberra. 

B9. States shall be informed of the quantum of the fmal monthly payment of GST 
revenues grants by close of business Canberra time on the sixteenth day of June. 
Where the sixteenth day of June is a Saturday, Sunday or public holiday in 
Canberra, the Commonwealth shall inform the States of the quantum of the fmal 
payment on the last business day of the Reserve Bank of Australia in Canberra 
prior to the thirteenth. 

B10. The timing of payments of GST revenue grants may be varied by agreement 
between the Parties to this Agreemen t. 
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Appendix C 

Transitional Arrangements 

Guarantee in Legislation 

Cl. Commonwealth legislation will provide a State or Territory with an entitlement to 
an additional amount of funding from the Commonwealth to offset any shortfall 
between its entitlement to GST revenue grants and the total amount of funding 
which would ensure that the budgetary position of a State or Territory is not worse 
off during the transition period. 

(i) In 2000-01, transitional assistance will be provided to a State or Territory as 
an interest free loan to be repaid to the Commonwealth in full in 2001-02. 

(ii) In subsequent transitional years, transitional assistance will be provided to a 
State or Territory as a grant. 

Guaranteed Minimum Amount 

C2. The amount of a State or Territory's entitlement to transitional assistance in a 
f111ancial year will be calculated by subtracting its entitlement to GST revenue grants 
from a 'Guaranteed Minimum Amount' constructed in the following way: 

State revenues forgone: f111ancial assistance grants, revenue replacement payments 
and State and Territory taxes as def111ed in Appendix A of this Agreement. 

plus 

Revenue impact of delayed transactions: in 2000-01 only, the effect on a State or 
Territory's revenue of transactions that have been delayed to avoid liability for a tax 
that is defined in Appendix A of this Agreement. 

plus 

Reduced revenues: the amount by which States and Territories adjust gambling 
taxation arrangements to take account of the impact of the GST on gambling 
operators. 

plus 

Interest costs on cash flow shortfalls: the interest cost incurred by States and 
Territories as a result of the change to cash flows arising from the replacement of 
weekly f111ancial assistance grants, revenue replacements and State and Territory 
taxes with monthly GST revenue grants. 

plus 
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Loan Repayments: in 2001-02 only, the repayment of a guarantee loan by a State or 
Territory. 

plus 

Additional expenditures: general purpose payments to local government in 
accordance with Appendix D of this Agreement, payments to fIrst home owners in 
accordance with Appendix E of this Agreement and the amount of the agreed GST 
administration costs payable to the ATO by a State or Territory. 

plus 

Other items: $338 million spread evenly over three years starting in 2000-01 in 
respect of the claim by States and Territories in relation to revenue forgone from 
the abolition of the Wholesale Sales Tax (WST) Tax Equivalent Regimes (with the 
distribution to be agreed among the States and Territories). 

minus 

Reduced expenditures: off-road diesel subsidies and reduced costs from the 
removal of embedded WST and excises on purchases by a State or Territory 
excluding $210 million over three years in relation to local government. 

minus 

Growth dividend: the increase in revenue to a State or Territory (not including 
GST revenue payments) that is attributable to the impact of the Commonwealth's 
taxation reform measures on economic growth. 

plus 

Adjustments: from 2001-02, the net difference between preliminary estimates and 
outcomes or fInal estimates for items that were taken into account in the previous 
year's Guaranteed Minimum Amount. 

In addition, $269 million in total, spread evenly over three years, will be included in the 
new Commonwealth State Housing Agreement starting in 2000-01 in respect of the net 
increased public housing costs as a result of tax reform (with the distribution to be agreed 
among the States and Territories). 

Heads of Treasuries' Advice to Ministerial Council 

C3. The Guaranteed Minimum Amount for a State or Territory will be determined by 
the Commonwealth Treasurer by 10 June of each year of the transition period. The 
Ministerial Council will make recommendations to the Treasurer on the 
Guaranteed Minimum Amount for each State and Territory. 
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C4. The Heads of Treasuries will provide written advice to the :Ministerial Council on 
the following issues by the indicated dates . 

(i) By 1 March 2000, advice on the estimated loans to be provided to each State 
and Territory in 2000-01 and the amounts which the Commonwealth should 
provide to each State and Territory on Tuesday 4 July 2000. 

(ii) By 1 November 2000 advice on the most recent estimates of transitional 
assistance for the year and any adjustment that may need to be made to the 
amount of the loans made to each State and Territory. 

(iii) By 1 September of each subsequent year of the transition period, advice on 
the most recent estimates of the transitional assistance to be provided to 
each State and Territory in the financial year and the instalment amounts 
which the Commonwealth should provide to each State and Territory on the 
fIrst Tuesday of the following October and January. This advice should 
identify the adjustments for the net difference between preliminary estimates 
and outcomes or fmal estimates for items that were taken into account in the 
previous year's Guaranteed Minimum Amount for a State or Territory. 

(iv) By 1 March of each subsequent year of the transition period, advice on the 
most recent estimates of the transitional assistance to be provided to each 
State and Territory in both the current fmancial year and the next financial 
year, and the instalment amounts which the Commonwealth should provide 
to each State and Territory on the fIrst Tuesday of the following April and 
July. 

(v) By 1 June of each year of the transition period, advice on the Guaranteed 
:Minimum Amount for each State and Territory in the current financial year. 

Frequency and Amounts of Payments and Repayments 

CS. In each year of the transitional period after 2000-01, the Commonwealth will 
provide an installment of the guarantee payment to a State or Territory on the fIrst 
Tuesday (or the fIrst business day thereafter) of January, April, July and October. 
The installment amounts will reflect the advice to be provided to the Ministerial 
Council by the Heads of Treasuries under paragraph C4. 

C6. Adjustments to the total amount of additional assistance to a State or Territory in 
light of actual GST collections and the Treasurer's determination of the Guaranteed 
Minimum Amount will be made in conjunction with the payments of GST revenue 
grants after 10 June in each year. 

C7. A State or Territory will repay a loan which it receives from the Commonwealth in 
2000-01 in quarterly installments in 2001-02. These installments will be paid to the 
Commonwealth on the same day on which a State or Territory receives an amount 
of GST revenue grants in the months of July, October, January and April. 
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cs. The methodology for calculating the amounts of particular components of the 
Guaranteed Minimum Amount for a State or Territory has been agreed by the 
Heads of Treasuries and is set out in the document titled Methodology for Estimation of 
Components oj the Guaranteed Minimum Amount. 
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Appendix D 

Conditions Governing Local Government Financial Assistance 

Dl. The Commonwealth will repeal the Local Government (Financial Assistance) Act 1995. 
The States and the Northern Territory will enact legislation necessary to give effect 
to the conditions in this Appendix. 

D2. The level of the Local Government Financial Assistance Grants (LGFAGs) 
provided to local governing bodies will be maintained in real per capita terms on an 
ongoing basis . Undertakings in respect of funding levels do not preclude revenue 
neutral funding adjustments made in consultation with local government to reflect: 
reciprocal taxation or charging initiatives in a particular State or the Northern 
Territory; and significant change in the respective roles and responsibilities of the 
States, the Northern Territory and local governing bodies in a particular State or the 
Northern Territory. Undertakings in respect of funding levels are contingent upon 
local government bodies acting in accordance with clause 18 of this Agreement. 

D3. The base level of LGFAGs for a State or the Northern Territory will be the actual 
grant entitlement provided by the Commonwealth to the State or the Northern 
Territory in the 1999-2000 financial year for local government general purpose 
assistance and identified local road funding. 

D4. In subsequent financial years, the entitlement for LGFAGs nationally will be 
indexed annually in line with the March-on-March national Consumer Price Index 
increase and the December-on-December national population growth, as calculated 
by the Australian Bureau of Statistics. The general purpose entitlement for a State 
or the Northern Territory will be that State's or the Northern Territory's per capita 
share of the national entitlement. The identified local roads entitlement for a State 
or the Northern Territory will be that State's or the Northern Territory'S share of 
the national entitlement using the same shares as used in tlle 1999-2000 financial 
year. Each State and the Nortllern Territory will maintain the level of LGFAGs to 
local governing bodies at a level equal to the entitlement for general purpose and 
identified local roads for that State or the Northern Territory. 

DS. Local governing bodies are those established by or under a law of a State or the 
Northern Territory (other than a body whose sole or principal function is to 
provide a particular service, such as the supply of electricity or water) and those 
bodies the State or the Northern Territory believes should be a local governing 
body for tlle purposes of receiving these grants. 

D6. Each State and the Northern Territory will maintain a Local Government Grants 
Commission. The Commissions will determine the allocation of LGF AGs between 
local governing bodies within their jurisdiction. The Commissions shall include two 
members who are or have been associated with local government. Commissions 
will be required to hold public meetings and to permit local governing bodies to 
make submissions to it in connection with their recommendations. 
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D7. The Local Government Grants Commissions will determine the allocation of 
general purpose grants to local governing bodies subject to the following 
conditions: 

(i) General purpose grants will be allocated to local governing bodies, as far as 
practicable, on a full horizontal fiscal equalisation (HFE) basis. 

(ii) An effort or policy neutral approach will be used in assessing the expenditure 
requirements and revenue raising capacity of each local governing body. This 
means, as far as practicable, that policies of individual local governing bodies 
in terms of expenditure and revenue effort will not affect grant 
determinations. 

(iii) Subject to the effect on the relative needs on local governing bodies of the 
factors specified in D2, no local governing body will be allocated an amount 
that is less than the amount that would be allocated to the body if 
30 per cent of general purpose grants were allocated on a per capita basis. 

(iv) Other relevant grant support to local governing bodies to meet any of the 
expenditure needs assessed should be taken into account using an inclusion 
approach. 

(v) Financial assistance will be allocated to local governing bodies in a way 
which recognises the needs of Aboriginal and Torres Strait Islanders within 
their boundaries. 

D8. The Local Government Grants Commissions will determine the allocations of the 
identified roads funding to local governing bodies subject to the following 
condition: 

(i) the identified roads component of LGFAGs will be allocated to local 
governing bodies as far as practicable on the basis of the relative needs of 
each local governing body for roads expenditure and to preserve its road 
assets. 

D9. The reference to the allocation of funds on a full HFE basis is a reference to an 
allocation of funds that: 

(i) ensures that each local governing body in a State or the Northern Territory is 
able to function, by reasonable effort, at a standard not lower than the 
average standard of other local governing bodies in the State or the Northern 
Territory; and 

(ii) takes account of differences in the expenditure required to be incurred by 
local governing bodies in the performance of their function and their 
capacity to raise revenue. 
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DlO. Subject to D2, the States or the Northern Territory shall make unconditional 
payments of LGFAGs to local governing bodies which are freely available for use 
for any purpose. As far as practicable, these payments should be made in equal 
quarterly instalments. 

Dll. Each State and the Northern Territory will provide to the Ministerial Council, as 
soon as practicable after 30 June each year, a statement setting out the payments 
made by the State or the Northern Territory to the local governing bodies during 
the year, the dates of the payments and the methods used by the Local 
Government Grants Commissions to make their recommendations. 

Dl2. The effectiveness of the operation of the arrangements for the provision of local 
government funding by the States or the Northern Territory will be reviewed by the 
Ministerial Council at least every five years. Local government will be consulted on 
the terms of reference for the reviews and will be asked to contribute to the 
reviews. Consistent with existing conditions, these reviews will examine: 

(i) the effectiveness of funding arrangements in ensuring that the allocation of 
funds for local government purposes is made on a full HFE basis; 

(ii) the impact of the arrangements on the raising of revenue by local governing 
bodies and on assistance provided by the States and the Northern Territory 
to local governing bodies; 

(iii) the implications of any changes in the functions or responsibilities of local 
governing bodies; and 

(iv) any other matters relating to local government including the provisions of 
this Appendix that the Ministerial Council determines. 

D13. The Commonwealth Grants Commission will be directed to continue to exclude 
local government funding from its assessments . 
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Appendix E 

FIRST HOME OWNERS SCHEME 

Principles 

E1. The States and Territories will make legislative prov1slOn for the First Home 
Owners Scheme (FHOS) from 1 July 2000 which will incorporate programme 
criteria consistent with the following principles: 

(i) Eligible applicants will be entitled to $7,000 assistance (per application) on 
eligible homes under the FHOS. 

(ii) Assistance will be available directly as a one off payment. If the recipient 
expressly consents, it may be available as an offset against statutory levies 
and charges or some combination of these. 

(iii) Eligible applicants must be natural persons who are Australian citizens or 
permanent residents who are buying or building their ftrst home in Australia. 
An applicant's spouse (or de facto) must be included on the application. 

(iv) To qualify for assistance, neither tl1e applicant or the applicant's spouse (or 
de facto) must have previously owned a home, either jointly, separately or 
with some other person. 

(v) Entering into a binding contract or commencement of building in the case of 
owner builders, must have occurred on or after 1 July 2000. 

(vi) An eligible home will be a new or established house, home unit, flat or other 
type of self contained ftxed dwelling that meets local planning standards. 
Fixed dwellings will include demountable dwellings where these meet local 
planning standards. 

(vii) An eligible home must be intended to be a principal place of residence and 
occupied within a reasonable period. The home must be located in the State 
or Territory in which the application is made. Applicants who have entered 
into a ftnancing mechanism which involves a shared equity arrangement will 
be eligible. 

(viii) Assistance will not be means tested. 

(ix) The relevant State and Territory legislation will contain adequate 
administrative review and appeal mechanisms, along with provision to 
prevent abuse of the FHOS. The States and Territories will cooperate in the 
exchange of information to identify eligible ftrst home owners. 
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Other Matters 

E2. Funding of grants under the FHOS may not be drawn from Home Purchase 
Assistance (HP A) funds provided through the Commonwealth State Housing 
Agreement, including the pool of existing HP A revenues. 

E3. Further details concerning eligibility criteria consistent with the above principles are 
to be agreed between the Commonwealth and each State and Territory. 

E4. The States and Territories will not introduce or vary any taxes or charges associated 
with home purchase with the intention of offsetting the benefits of the FHOS for 
recipients . 
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Appendix F 

GST Administration 

Flo The Commissioner of Taxation has the general administration of the GST law. 

F2. The ATO will arrange for the Australian Customs Service to assist with the 
collection of the GST on imports. 

F3. During the flrst 12 months following the implementation of the GST, the 
Commonwealth will retain the discretion to make changes to the GST base of an 
administrative nature. For this purpose, changes of an administrative nature 
involves legislation necessary to: ' 

(i) protect the integrity of the GST base; or 

(ii) prevent tax avoidance. 

F4. The Commonwealth will include the deflnition of change of an administrative 
nature in the A New Tax System (Commomvealth-State Financial Arrangements) Bill 1999. 

FS. From July 2001, changes of an administrative nature as deflned in F3 will require 
the majority support of the Commonwealth, States and Territories. 

F6. The GST Administration Sub-Committee, which will commence operation from 
1 July 1999, will monitor the operation and administration of the GST and make 
recommendations regarding modiflcations to the GST and the administration of 
the GST. 

F7. The GST Administration Sub-Committee will comprise offlcials from each Party to 
the Agreement including representatives from the ATO as required. The 
Commonwealth Treasury will chair the GST Administration Sub-Committee. 

F8. The Chair will convene the GST Administration Sub-Committee in consultation 
with other members of the Sub-Committee as often as may be necessary to conduct 
its business. If the Chair receives a request from a member of the Sub-Committee, 
the Chair will consult with the other members concerning convening a meeting. 

F9. The functions of the Sub-Committee will include: 

(i) monitoring the performance of the ATO in the administration of the GST 
(Appendix G of this Agreement); 

(ii) the assessment of policy proposals for the modiflcation of the GST rate and 
base; 

(iii) making recommendations to the Ministerial Council on the need for 
legislation which might signiflcantly affect the GST base; and 
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(iv) requesting the ATO to produce draft Public Rulings in specified areas. 

FlO. The States and Territories will be consulted on draft Public Rulings prior to 
consideration by the ATO Rulings Panel and before public consultation. There will 
be a representative from the States and Territories on the ATO Rulings Panel in 
relation to GST matters . 

Fl1. Public rulings will not be referred to the Ministerial Council. However, the GST 
Administration Sub-Committee will refer a proposed GST change to the Ministerial 
Council for consideration if the Sub-Committee is of the view that the change 
could have a significant impact on GST revenues and so warrants Ministerial 
reV1ew. 

F12. Draft legislation which might significantly affect the GST base will be forwarded 
through the GST Administrative Sub-Committee to the Ministerial Council for 
consideration. 
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Appendix G 

GST ADMINISTRATION PERFORMANCE AGREEMENT - GUIDING 
PRINCIPLES 

Preamble 

G1. This Appendix outlines the principles that will guide the subsequent development 
of a GST Administration Performance Agreement (the Performance Agreement) 
between the ATO and its agents, and the States and Territories (the Parties) . 

Objectives and Context of the Performance Agreement 

G2. The purpose of the Performance Agreement is to provide accountability between 
the ATO and the States and Territories on behalf of whom the GST revenue is 
being collected. It also provides an agreed basis for the GST Administration 
Sub-Committee to monitor the administration of the GST by the ATO and its 
agents in return for the agreed GST administration costs being paid by the States 
and Territories. 

G3. The Performance Agreement will reflect the commitment by the Parties to: 

(i) achieving world's best practice for GST administration in Australia; 

(ii) a cost-effective and transparent GST administration; and 

(iii) a cooperative relationship between the Parties. 

G4. The Performance Agreement will recognise that achievement of world's best 
practice GST administration, including cost-effectiveness, is dependent on the GST 
policy framework and integrated administrative design. 

GS. The Performance Agreement will be consistent with the arrangements set out in 
this Intergovernmental Agreement. 

Components of Agreement 

G6. The Performance Agreement will include outcomes to be achieved, budgeting 
arrangements and monitoring and review arrangements for the purposes of 
maintaining accountability and transparency of operations. The Performance 
Agreement will also include the process for raising matters of operational 
significance with the Ministerial Council. 
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Outcomes 

G7. The Performance Agreement will stipulate performance outcomes and appropriate 
benchmarks to be achieved by the ATO. These outcomes may include, but are not 
limited to: revenue, taxpayer registration, compliance, reporting, education and 
legislative review. Consistent with the objectives of the Agreement, the benchmarks 
are to reflect world best practice in GST administration. 

Cost of Administration 

GS. The Performance Agreement will outline the Commonwealth administration 
activities that are GST related for the purposes of agreeing the GST administration 
costs. 

G9. The Performance Agreement will stipulate arrangements for an audit of GST costs 
and the systems for the control of GST costs. 

Gl0. The Performance Agreement will outline the process and timing of consultation for 
developing/ modifying budgets and business plans for GST administration. These 
budgets and business plans will be developed, and/ or revised, in an appropriate and 
timely manner so as to broadly accord with Commonwealth arrangements for 
funding agency operations. 

Gil. The Performance Agreement will recognise that the States and Territories will fully 
compensate the Commonwealth for the agreed costs of administering the GST. 

Monitoring and Review 

G 12. The Performance Agreement will stipulate the: 

(i) number and timing of formal reports by the ATO to the Sub-Committee; 

(ii) number and timing of progress reports by the ATO to the Sub-Committee; 
and 

(iii) arrangements for special briefings on particular issues. 

G 13. The Parties to the Performance Agreement will ensure appropriate alignment of 
ATO Parliamentary reporting responsibilities and reporting responsibilities under 
the Performance Agreement. 

G 14. The Performance Agreement will stipulate that ATO reports to the Sub-Committee 
on outcomes will include: 

(i) updates on relevant internal governance arrangements, including appropriate 
strategic plans and annual and other relevant reports that scrutinise aspects 
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of GST operations (including annual and other relevant reports from the 
Australian National Audit Office); 

(ii) accrual-based financial reports; 

(iii) key outcome performance indicators (including, registrations, revenue, 
refunds, costs, key processing workloads, Taxpayer Charter standards and 
international benchmark comparisons); 

(iv) litigation and public ruling information; 

(v) updates on relevant compliance and cost-of-compliance research; 

(vi) administrative base issues; and 

(vii) commentary on administrative performance and any key emergmg GST 
compliance issues and related initiatives. 

GiS. The Performance Agreement will ensure that the States and Territories will have 
access to GST data held by the ATO subject to statutory limitations. 

Matters of Operational Significance 

G 16. The Performance Agreement will outline arrangements for ralsmg matters of 
operational significance with the Ministerial Council. Matters of operational 
significance may include disputes over the interpretation of the Performance 
Agreement and non-performance by the ATO against agreed targets. The 
Performance Agreement will ensure that the ATO will have the opportunity to 
provide direct advice to the Ministerial Council on any matters submitted to the 
Council. 

Development of Agreement 

G17. The Performance Agreement will be developed by the GST Administration 
Sub-Committee and representatives of the ATO. The Performance Agreement is to 
be developed with reference to both: 

(i) the guiding principles outlined in this Appendix; and 

(ii) actual GST performance data (including revenue) in the Australian context, 
gathered during the transitional years. 

G 18. The Performance Agreement is to be fmalised by the end of the GST transitional 
year ending June 2002. The Performance Agreement is to be endorsed by the 
Ministerial Council prior to being signed. 

G19. The Performance Agreement will stipulate the process for its amendment. 
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Transitional Arrangements 

G20. The ATO and the GST Administration Sub-Committee will discuss key operational 
issues and costs commencing in October 1999 and on a semiannual basis 
throughout the GST transitional year ending 30 June 2002. 

G21. The ATO will arrange for an audit of the systems for the control of GST costs and 
the GST costs incurred during the period from 1 July 1999 to the date of the 
signing of the Performance Agreement by the Parties. 

G22. The ATO will undertake to establish, by the end of the Transitional year ending 
30 June 2002, final GST benchmarking arrangements with relevant overseas 
administrations, subject to their agreement. The ATO will discuss benchmarking 
plans with the GST Administration Sub-Committee. 
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INTERGOVERNMENTAL AGREEMENT ON THE REFORM OF 
COMMONWEAL TH-STA TE FINANCIAL RELATIONS 

THE COMMONWEALTH OF AUSTRALIA 

THE STATE OF NEW SOUTH WALES 

THE STATE OF VICTORIA 

THE STATE OF QUEENSLAND 

THE STATE OF WESTERN AUSTRALIA 

THE STATE OF SOUTH AUSTRALIA 

THE STATE OF TASMANIA 

THE AUSTRALIAN CAPITAL TERRITORY, AND 

THE NORTHERN TERRITORY OF AUSTRALIA 

WHEREAS 

(1) the Special Premiers' Conference on 13 November 1998 developed principles for the 
reform of Commonwealth-State fmancial relations; 

(2) the Commonwealth, States and Territories are in agreement that the current financial 
relationship between levels of government must be reformed to facilitate a stronger and 
more productive federal system for the new millennium; 

(3) while a majority of the States and Territories support the introduction of the Goods and 
Services Tax (GST), the agreement of New South Wales, Queensland and Tasmania to the 
reform of Commonwealth-State financial relations does not imply their in-principle 
endorsement of the GST; 

(4) an Agreement was reached between the Commonwealth and the States and Territories on 
the reform of Commonwealth-State fmancial relations on 9 April 1999; 

(5) this revised Agreement was made necessary by the changes to the Commonwealth 
Government's A New Tax System (ANTS) package announced by the Prime Minister on 
28 May 1999; and 

(6) this revised Agreement supersedes the previous Agreement of 9 April 1999: 
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IT IS HEREBY AGREED: 

PART 1 - PRELIMINARY 

Commencement CIa use 

1. This Agreement will commence between the Commonwealth, the States and the Territories 
on 1 July 1999 unless otherwise agreed by the Parties. 

Objectives 

2. The objectives of the reforms set down in this agreement include: 

(i) the achievement of a ne w national tax system, including the elimination of a number of 
existing inefficient taxes which are impeding economic activity; 

(ii) the provision to State and Territory Governments of revenue from a more robust tax base 
that can be expected to grow over time; and 

(iii) an improvement in the financial position of all State and Territory Governments, once the 
transitional changes have been completed, relative to that which would have existed had 
the current arrangements continued. 

3. All Parties to the Agreement acknowledge the need to pursue on-going reform of 
Commonwealth-State financial relations. 

Acknowledgement of Agreement 

4. The Commonwealth will attach the Agreement as a schedule to the A New Tax System 
(Commonwealth-State Financial Arrangements) .Act 1999. The Commonwealth will use 
its best endeavours to ensure the Act will require compliance with the Agreement. The 
States and Territories will attach the Agreement as a schedule to relevant State and 
Territory legislation. The States and Territores will use their best endeavours to ensure 
their legislation will require compliance with the Agreement. 

PART 2 - COMMONWEALTH-STATE FINANCIAL REFORM 

Reform Measures 

5. The Parties will undertake all necessary steps to have appropriate legislation enacted to 
give effect to the following reform measures. 

(i) The Commonwealth will legislate to provide all of the revenue from the GST to the States 
and Territories and will legislate to maintain the rate and base of the GST in accordance 
with this Agreement. 
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(ii) The Commonwealth will cease to apply the Wholesale Sales Tax from 1 July 2000 and will 
not reintroduce it or a similar tax in the future. 

(iii) The temporary arrangements for the taxation of petrol, liquor and tobacco under the safety 
net arrangerrents announced by the Commonwealth on 6 August 1997 will cease on 1 July 
2000. 

(iv) The payment of Financial Assistance Grants will cease on 1 July 2000. 

(v) The Commonwealth will continue to provide Specific Purpose Payments (SPPs) to the 
States and Territories and has no intention of cutting aggregate SPPs as part of the refonn 
process set out in this Agreement, consistent with the objective of the State and Territory 
Governments being fmancially better off under the new arrangements. 

(vi) The States and Territories will cease to apply the taxes referred to in Appendix A from the 
dates outlined below and will not reintroduce them or similar taxes in the future. 

Bed taxes, from 1 July 2000; 

Financial Institutions Duty, from 1 July 2001; 

Stamp duties on quoted marketable securities from 1 July 2001; 

Debits tax by I July 2005, subject to review by the Ministerial Council; 

(vii) The Ministerial Council will by 2005 review the need for retention of stamp duty on non
residential conveyances; leases; mortgages, debentures, bonds and other loan securities; 
credit arrangements, installment purchase arrangements and rental arrangements; and on 
cheques, bills of exchange, promissory notes; and unquoted marketable securities. 

(viii) The States and Territories will adjust their gambling tax arrangements to take account of 
the impact ofthe GST on gambling operators. 

(ix) Following negotiations under the CSHA, the States and Territories will ensure that 
increases in pensions and allowances specified in the tax reform package will not flow 
through to increased public housing rents where these rents are linked to the level of 
penSIOns. 

(x) Nothing in this clause will prevent any Party from introducing anti-avoidance measures 
that are reasonably necessary to protect its remaining tax base or liabilities accrued prior to 
the date the tax ceases to apply. 

GST Legislation 

6. All Parties agree to reconsider this Agreement should the Commonwealth Parliament pass 
the GST legislation in a way that significantly affects this Agreement. 
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Distribution of GST Revenue 

7. The Commonwealth will make GST revenue grants to the States and Territories equivalent 
to the revenue from the GST subject to the arrangements in this Agreement. GST revenue 
grants will be freely available for use by the States and Territories for any purpose. 

8. The Commonwealth will distribute GST revenue grants among the States and Territories in 
accordance with horizontal fiscal equalisation (HFE) principles subject to the transitional 
arrangements set out below and other relevant provisions of this Agreement. 

9. Details of the payment arrangements are contained in Appendix B to this Agreement. 

Transitional Arrangements 

10. In each of the transitional years following the introduction of the GST, the Commonwealth 
guarantees that the budgetary position of each individual State and Territory will be no 
worse off than it would have been had the reforms set out in this Agreement not been 
implemented. 

11. The Commonwealth will extend the transitional period by Regulation (as provided for in 
the A New Tax System (Commonwealth-State Financial Arrangements) Act 1999) to give 
effect to the commitments in clause 10 in the event that transitional assistance is required 
by any State or Territory after 30 June 2003. 

12. To meet this guarantee, the Commonwealth will make transitional assistance payments to 
each State and Territory, as necessary, over this period. These payments will take the form 
of interest free loans and grants in July 2000 01 and grants paid quarterly in subsequent 
years and will be freely available for use by the States and Territories for any purpose. 
Any payments or repayments made by way of loans or grants under the Commonwealth's 
guarantee will be excluded from assessments of per capita relativities recommended by the 
Commonwealth Grants Commission (CGC). 

13 . The amounts of any additional assistance under the guarantee will be determined III 

accordance with the processes set out in Appendix C to this Agreement. 

14. After the second year following the introduction of the GST, GST revenue grants will be 
determined on the basis of HFE principles. That is, after the first two years, any State or 
Territory which is receiving more than would have been received under the current 
arrangements will retain that excess. 

First Home Owners Scheme 
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15. To offset the impact of the introduction ofa GST, the States and Territories will assist first 
homebuyers through the funding and administration of a new uniform First Home Owners 
Scheme. 

16. This assistance will be provided to first home owners consistent with Appendix D to this 
Agreement. 

Application of the GST to Government 

17. The Parties intend that the Cornmonwealth, States, Territories and local government and 
their statutory corporations and authorities will operate as if they were subject to the GST 
legislation. They will be entitled to register, will pay GST or make voluntary or notional 
payments where necessary and will be entitled to claim input tax credits in the same way as 
non-Government organisations. All such payments will be included in GST revenue. 

18. The Commonwealth will legislate to require the States and the Northern Territory to 
withhold from any local government authority being in breach of Clause 17 a sum 
representing the amount of unpaid voluntary or notional GST payments. Amounts 
withheld will form part of the GST revenue pool. Detailed arrangements will be agreed by 
the Ministerial Council on advice from Heads of Treasuries. 

Government Taxes and Charges 

19. The Commonwealth, States and Territories agree that the GST does not apply to the 
payment of some taxes and compulsory charges. 

20. The Parties will agree a list of taxes and compulsory charges that are outside the scope of 
the GST. This list will be promulgated by a determination by the Commonwealth 
Treasurer as set out in Division 81-5 of the A New Tax System (Goods and Services Tax) 
Act 1999 (the GST Act). 

21. In agreeing the list, the Commonwealth, States and Territories will have regard to the 
following principles: 

(i) taxes that are in the nature of a compulsory impost for general purposes and compulsory 
charges by the way of fines or penalties should not be subject to GST as these will not 
relate to any specific supply of goods or services; 

(ii) similarly, those regulatory charges that do not relate to particular goods or services should 
be outside the scope of the GST; and 

(iii) the inclusion of any other charge in the Commonwealth Treasurer's determination 
notwithstanding that it may relate to the supply of a particular good or service will require 
the unanimous agreement of the Commonwealth, States and Territories. 

22. The agreed list of taxes and other compulsory charges that are outside the scope of the 
GST will be subject to on-going review and adjustment as necessary in consultation with 
the Ministerial Council. The Parties will notify any objections to changes to the list within 
a period to be specified by the Ministerial Council. 
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Reciprocal Taxation 

23 . Reciprocal taxation will be progressed on a revenue neutral basis, through the negotiation 
of a Reciprocal Taxation Agreement with the objectives of: 

(i) improving the transparency of tax arrangements between all levels of government; 

(ii) ensuring tax neutrality; and 

(iii) replacing the Statement of Policy Intent (SOPI) for the taxation treatment of Government 
Business Enterprises with tax arrangements which are broader in scope. 

24. It is the intention of the Parties to this Agreement that a National Tax Equivalent Regime 
(NTER) for income tax will be operational for State and Territory government business 
enterprises from 1 July 2000. It is also intended that the reciprocal application of other 
Commonwealth, State and Territory taxes will be subsequently implemented as soon as 
practicable. 

25. Local government organisations will be consulted with a view to making the NTER for 
income tax operational for wholly owned local government business enterprises from 1 
July 2000 and including local government in the Reciprocal Tax Agreement at a later date. 

26. Where the application of full indirect reciprocal tax arrangements is prevented by the 
Constitution, jurisdictions have agreed to work cooperatively to introduce voluntary 
payment arrangements in these circumstances. 

27. All governments have agreed that no further compensation payments will be payable by 
any jurisdiction under the SOP!. 

Monitoring of Prices 

28. In accordance with the Trade Practices Act 1974, as amended, the Australian Competition 
and Consumer Commission will fonnally monitor prices and take action against businesses 
that take pricing decisions in a manner inconsistent with tax refonn. 

29. In order to ensure that these measures apply to the whole economy, the States and 
Territories will adopt the Schedule version of Part VB of the Trade Practices Act 1974 
(part XIAA of the New Tax System Price Exploitation Code) to extend the measures in 
Part VB to cover those areas outside the Commonwealth's constitutional power. All Parties 
will work towards having any necessary legislation in place by 1 July 1999. 

30. The monitoring and prohibition on unreasonable pricing decisions will commence on 
July 1999 and continue until 30 June 2002. 

PART 3 -ADMINISTRATION OF THE GST 

Management of the GST Rate 
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31. After the introduction of the GST, a proposal to vary the 10 per cent rate of the GST will 
require: 

(i) the unanimous support of the State and Territory Governments; 

(ii) the endorsement by the Commonwealth Government of the day; and 

(iii) the passage of relevant legislation by both Houses of the Commonwealth Parliament. 

Management of the GST Base 

32. Subject to clauses 34, 35 and 36 of this Agreement, after the introduction of the GST, any 
proposal to vary the GST base will require: 

(i) the unanimous support of the State and Territory Governments; 

(ii) the endorsement by the Commonwealth Government of the day; and 

(iii) the passage of relevant legislation by both Houses of the Commonwealth Parliament. 

33 . All future changes to the GST base should be consistent with: 

(i) the maintenance of the integrity of the tax base; 

(ii) simplicity of administration; and 

(iii) minimising compliance costs for taxpayers. 

34. A proposal to vary the GST base by way of a Ministerial determination under the GST Act 
and the GST Transition Act will require the unanimous agreement of the Ministerial 
Council established under clause 40. The Ministerial Council will develop practical 
arrangements to ensure timely consideration of proposed Ministerial determinations. 

35. During the first 12 months following the implementation of the GST, the Commonwealth 
Government will retain the discretion to make changes unilaterally to the GST base where 
such changes: 

(i) are of an administrative nature (as defined in Appendix E to this Agreement); 

(ii) are necessary to facilitate the implemertation of the new tax; and 

(iii) have regard to the need to protect the revenue of the States and Territories. 

36. From July 2001, changes to the GST base of an administrative nature (as defmed in 
Appendix E) would require the majority support of the Commonwealth, the States and the 
Territories. 

Australian Taxation Office 
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37. The States and Territories will compensate the Commonwealth for the agreed costs 
incurred by the Australian Taxation Office (ATO) in administering the GST. 

38. Accountability and performance arrangements will be established between the ATO and 
the State and Territory Governments consistent with Appendix F to this Agreement. These 
arrangements will include maximising compliance, cost efficiency, simplicity for taxpayers 
and administrative transparency. 

39. The ATO and State and Territory Governments will collaborate to explore options for the 
States and Territories to benefit from the use of the Australian Business Number system. 

PART 4 - INSTITUTIONAL ARRANGEMENTS 

Establishment of Ministerial Council 

40. A Ministerial Council comprising the Commonwealth, the States and the Territories will be 
established from 1 July 1999 to oversee the operation of this Agreement. 

41. The membership of the Ministerial Council will comprise the Treasurer of the 
Commonwealth and the Treasurers of the States and Territories (or designated 
representatives). 

42. The functions of the Ministerial Council will include: 

(i) the oversight of the operation of the GST; 

(ii) the oversight and coordination 0 f the implementation of this Agreement; 

(iii) the review of matters of operational significance raised through the GST Administration 
Sub-Committee; 

(iv) discussion of CGC recommendations regarding relativities prior to the Commonwealth 
Treasurer making a determination; 

(v) monitoring compliance with the conditions governing the provision of assistance to first 
home owners set out in Appendix D to this Agreement; 

(vi) monitoring compliance with the Commonwealth' s undertaking with respect to SPPs; 

(vii) considering reports of the GST Administration Sub-Committee on the performance of the 
ATO in GST administration; 

(viii) reviewing the operation of the Agreement over time and considering any amendments 
which may be proposed as a consequence of such review; 

(ix) making recommendations to the Commonwealth Treasurer on the Guaranteed Minimum 
Amount applying to each State and Territory under the Transitional Arrangements; 
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(x) approving changes to the GST base which require the support of a majority of 
Commonwealth, State and Territory Governments; 

(xi) considering orr going reform of Commonwealth-State fmancial relations; and 

(xii) considering other matters covered in this Agreement. 

43 . The Treasurer of the Commonwealth will convene the Ministerial Council in cornultation 
with the other members of the Council not less than once each financial year. If the 
Commonwealth Treasurer receives a request from a member of the Council, he will consult 
with the other members concerning convening a meeting. The Treasurer of the 
Commonwealth will be the chair of the Council. The Council may also conduct its 
business by correspondence. 

44. All questions arising in the Ministerial Council will be determined by unanimous 
agreement unless otherwise specified in this Agreement. 

45. While it is envisaged that the Ministerial Council will take decisions on most business 
arising from the operation of this Agreement, major issues will be referred by the 
Ministerial Council to Heads of Government for consideration, including under the 
auspices of the Council of Australian Governments. 

46. The Ministerial Council will establish a GST Administration Sub-Committee comprised of 
Commonwealth, State and Territory officials to monitor the operation of the GST, make 
recommendations regarding possible changes to the GST base and rate and to monitor the 
ATO's performance in GST administration. The GST Administration Sub-Committee will 
function in accordance with the arrangements set out in Appendix E to this Agreement. 

SIGNED for and on behalf of the Parties by: 

The Honourable John Winston Howard, 

Prime Minister of the Commonwealth of Australia, 

on the 20th day of June 1999 

in the presence of: 

The Honourable Robert John Carr, 

Premier of the State of New South Wales, 

on the 24th day of June 1999 

in the presence of: 
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The Honourable Jeffrey Gibb Kennett, 

Premier of the State of Victoria, 

on the 26th day of June 1999 

in the presence of: 

The Honourable Peter Douglas Beattie, 

Premier of the State of Queensland, 

on the 25th day of June 1999 

in the presence of: 

The Honourable Richard Fairfax Court, 

Premier of the State of Western Australia, 

on the 29th day of June 1999 

in the presence of: 

The Honourable John Wayne Olsen, 

Premier of the State of South Australia, 

on the 25th day of June 1999 

in the presence of: 
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The Honourable James Alexander Bacon, 

Premier of the State of Tasmania, 

on the 25th day of June 1999 

in the presence of: 

Kate Carnell, 

Chief Minister of the Australian Capital Territory, 

on the 22nd day of June 1999 

in the presence of: 

The Honourable Denis Gabriel Burke, 

Chief Minister of the Northern Territory of Australia, 

on the 22nd day of June 1999 

in the presence of: 

APPENDICES 

A: Taxes Subject to Reform 

B: Payment of GST Revenues to the States and Territories 

C: Transitional Arrangements 

D: First Home Owners Scheme 

E: GST Administration 

F: GST Administration Performance Agreement - Guiding Principles 
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APPENDIX A 

TAXES SUBJECT TO REFORM 

The taxes which will cease to apply in accordance with paragraph 5 of this Agreement are set out 
below and in the relevant Commonwealth, State and Territory statutes as at 13 November 1998. 

AI. The following taxes will cease to apply from 1 July 2000: 

(i) Wholesale Sales Tax 

Sales tax levied on the value of the last wholesale sale of goods sold or otherwise dealt with as 
imposed by the Commonwealth's Sales Tax (Imposition) Acts. 

(ii) Bed Taxes 

Accommodation taxes levied on the cost of temporary residential accommodation. 

A2. The following State and Territory taxes will cease to apply from 1 July 2001: 

(i) Financial Institutions Duty 

Financial Institutions Duty levied on the value of receipts (credits) at financial institutions and on 
the average daily liabilities and/or investments of short term money market dealers. 

(ii) Stamp Duty on Marketable Securities 

Stamp duty levied on turnover (ie sale price times quantity traded) on the transfer of marketable 
securities quoted on the ASX or another recognised stock exchange. 

This excludes transfers of marketable securities in private corrpanies and trusts, and in public 
companies and trusts where the securities are not quoted on the ASX or another recognised stock 
exchange. 

A3. The following State and Territory tax will cease to apply by 1 July 2005, subject to review 
by the Ministerial Council: 

(i) Debits Tax 

Debits tax levied on the value of withdrawals (debits) from accounts with financial institutions 
with cheque drawing facilities. 

Debits duty levied on transactions, including credit card transactions. This does not include stamp 
duty on electronic debits (refer A4 (v) below). 

A4. The Ministerial Council will by 2005 review the need for retention of stamp duties on the 
following: 
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(i) Stamp Duty on Non-residential Conveyances 

Stamp duty levied on the value of conveyances other than residential property conveyances. 

(ii) Stamp Duty on Non-quotable Marketable Securities 

Stamp duty levied on transfers of marketable securities in private companies and trusts, and in 
public companies and trusts where the securities are not quoted on the ASX or another recognised 
stock exchange. 

(iii) Stamp Duty on Leases 

Stamp duty levied on the rental payable under tenancy agreements. 

(iv) Stamp Duty on Mortgages, Bonds, Debentures and Other Loan Securities 

Stamp duty levied on the value of a secured loan property. 

(v) Stamp Duty on Credit Arrangements, Installment Purchase Arrangements and Rental 
Arrangements 

Stamp duty levied on the value of the loan under credit arrangements. 

Stamp duty levied on credit business in respect of loans made, discount transactions and credit 
arrangements. 

Stamp duty levied on the price of goods purchased under installment purchase arrangements. 

Stamp duty levied on the rent paid in respect of the hire of goods, including consumer and 
producer goods. 

(vi) Stamp Duty on Cheques, Bills of Exchange and Promissory Notes 

Stamp duty levied on cheques, bills of exchange, promissory notes, or other types of payment 
orders, promises to payor acknowledgment of debts, including duty on electronic debits. 

APPENDIX B 

PAYMENT OF GST REVENUES TO THE STATES AND TERRITORIES 

B 1. Subject to the transitional arrangements and other relevant provisions in this Agreement, 
the Commonwealth will distribute GST revenue grants among the States and Territories in 
accordance with horizontal fiscal equalisation (HFE) principles. 

B2. The pool of funding to be distributed according to HFE principles in a fmancial year will 
comprise GST revenue grants and health care grants as defmed under an Australian Health Care 
Agreement between the Commonwealth and the States and Territories. A State or Territory's 
share of the pool will be based on its population share, adjusted by a relativity factor which 
embodies per capita financial needs based on recommendations of the Commonwealth Grants 
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Commission. The relativity factor for a State or Territory will be detennined by the 
Commonwealth Treasurer after he has consulted with each State and Territory. 

B3. The total amount of GST revenue to be provided to the States and Territories in a financial 
year will be defined as: 

(i) the sum of GST collections, voluntary and notional payments made by government bodies, 
and amounts withheld pursuant to clause 18; reduced by 

(ii) the amounts paid or applied under Division 35 of the GST Act and under section 39 of the 
Taxation Administration Act 1953. 

B4. The total amount of GST revenue in a financial year will be detennined by the 
Commissioner of Taxation in the following way: 

(i) actual outcomes for the items listed in paragraph B3 for the period 1 July to 31 May; plus 

(ii) estimated outcomes for the items listed in paragraph B3 for the month of June; plus 

(iii) an adjustment amount (which may be positive or negative) to account for any difference 
between the estimated and actual outcome for the items listed in paragraph ill for the month of 
June in the previous year. 

B5. GST revenue grants will be paid by the Commonwealth on the twenty-seventh day of each 
month. Where the scheduled payment day is a Saturday, Sunday or public holiday in Canberra, 
the payment will be made on the next business day of the Reserve Bank of Australia in Canberra. 

B6. The States and Territories shall be infonned of the quantum of each monthly payment by 
close of business Canberra time on the twenty sixth day of each month. Where the day is a 
Saturday, Sunday or public holiday in Canberra, the States and Territories shall be infonned of the 
quantum of the payment on the last business day of the Reserve Bank of Australia in Canberra 
prior to payment day. 

B7. The distribution between the States and Territories of the payments of GST revenue grants 
up to 15 June in each year will be based on: 

(i) the Treasurer's detennination of per capita relativities; 

(ii) the latest available Australian Bureau of Statistics' projections, or estimates, of State and 
Territory populations as at 31 December; 

(iii) the latest available Department of Health and Aged Care estimates of health care grants to 
be provided to a State or Territory; and 

(iv) the latest available estimates of the guaranteed mlllimum amount for each State and 
Territory to be calculated under Appendix C of this Agreement. 
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The Commonwealth will infonn the States and Territories of any changes to the estimates as part 
of the advice to be provided to the States and Territories under paragraph B6. 

B8. The payments of GST revenue grants after 15 June in each year will take into account the 
detenninations of: 

(i) per capita relativities and Guaranteed Minimum Amounts by the Treasurer; 

(ii) populations by the Statistician; 

(iii) health care grants by the Minister administering the National Health Act 1953; and 

(iv) GST revenues by the Commissioner of Taxation. 

For this purpose, the [mal payment will be made no later than the seventeenth day of June in each 
year. Where the seventeenth day of June is a Saturday, Sunday or public holiday in Canberra, the 
payment will be made on the next business day of the Reserve Bank of Australia in Canberra. 

B9. States shall be infonned of the quantum of the final monthly payment of GST revenues 
grants by close of business Canberra time on the sixteenth day of June. Where the sixteenth day 
of June is a Saturday, Sunday or public holiday in Canberra, the Commonwealth shall infonn the 
States of the quantum of the final payment on the last business day of the Reserve Bank of 
Australia in Canberra prior to the thirteenth. 

BI0. The timing of payments of GST revenue grants may be varied by agreement between the 
Parties to this Agreement. 

APPENDIXC 

TRANSITIONAL ARRANGEMENTS 

Guarantee in Legislation 

Cl. Commonwealth legislation will provide a State or Territory with an entitlement to an 
additional amount of funding from the Commonwealth to offset any shortfall between its 
entitlement to GST revenue grants and the total amount of funding which would ensure 
that the budgetary position of a State or Territory is not worse off during the transition 
period. 

(i) In 2000-01, transitional assistance will be provided to a State or Territory as a grant or an 
interest free loan to be repaid to the Commonwealth in full in 2001-02. 

(ii) In subsequent transitional years, transitional assistance will be provided to a State or 
Territory as a grant. 
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Guaranteed Minimum Amount 

C2. The amount of a State or Territory's entitlement to transitional assistance in a financial 
year will be calculated by subtracting its entitlement to GST revenue grants from a 
"Guaranteed Minimum Amount" constructed in the following way: 

State revenues forgone: financial assistance grants, revenue replacement payments and State and 
Territory taxes as defined in Appendix A of this Agreement with the exception of stamp duties on 
marketable securities which will be the amount as if fully abolished. 

plus 

Reduced revenues: the amount by which States and Territories adjust gambling taxation 
arrangements to take account of the impact of the GST on gambling operators. 

plus 

Interest costs on cash flow shortfalls: the interest cost incurred by States and Territories as a result 
of the change to cash flows arising from the replacement of weekly financial assistance grants, 
revenue replacements and State and Territory taxes with monthly GST revenue grants. 

plus 

Loan Repayments: in 2001-02 only, the repayment of a guarantee loan by a State or Territory. 

plus 

Additional expenditures: payments to first home owners in accordance with Appendix D of this 
Agreement and the amount of the agreed GST administration costs payable to the A TO by a State 
or Territory. 

plus 

Other items: $338 million spread evenly over three years starting in 2000-01 in respect of the 
claim by States and Territories in relation to revenue forgone from the abolition of the Wholesale 
Sales Tax (WST) Tax Equivalent Regimes (with the distribution to be agreed among the States 
and Territories). 

minus 

Reduced expenditures: off-road diesel subsidies and reduced costs from the removal of embedded 
WST and excises on purchases by a State or Territory government. 

minus 
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Growth dividend: the increase in revenue to a State or Territory (not including GST revenue 
payments) that is attributable to the impact of the Commonwealth's taxation reform measures on 
economic growth. 

plus 

Adjustments: from 2001 02, the net difference between preliminary estimates and outcomes or 
final estimates for items that were taken into account in the previous year' s Guaranteed Minimum 
Amount. 

In addition, $269 million in total, spread evenly over three years, will be included in the new 
Commonwealth State Housing Agreement starting in 2000-01 in respect of the net increased 
public housing costs as a result of tax reform (with the distribution to be agreed among the States 
and Territories). 

Heads of Treasuries' Advice to Ministerial Council 

C3. The Guaranteed Minimum Amount for a State or Territory will be determined by the 
Commonwealth Treasurer by 10 June of each year of the transition period. The Ministerial 
Council will make recommendations to the Treasurer on the Guaranteed Minimum 
Amount for each State and Territory. 

C4. The Heads of Treasuries will provide written advice to the Ministerial Council on the 
following issues by the indicated dates. 

(i) By 1 March 2000, advice on the estimated loans and grants to be provided to each State 
and Territory in 2000 Oland the amounts which the Commonwealth should provide to 
each State and Territory on Tuesday 4 July 2000. 

(ii) By 1 November 2000 advice on the nust recent estimates of transitional assistance for the 
year and any adjustment that may need to be made to the amount of the loans and grants 
made to each State and Territory. 

(iii) By 1 September of each subsequent year of the transition period, advice on the most recent 
estimates of the transitional assistance to be provided to each State and Territory in the 
financial year and the installment amounts which the Commonwealth should provide to 
each State and Territory on the first Tuesday of the following October and January. This 
advice should identify the adjustments for the net difference between preliminary estimates 
and outcomes or final estimates for items that were taken into account in the previous 
year's Guaranteed Minimum Amount for a State or Territory. 

(iv) By 1 March of each subsequent year of the transition period, advice on the most recent 
estimates of the transitional assistance to be provided to each State and Territory in both 
the current fmancial year and the next fmancial year, and the installment amounts which 
the Commonwealth should provide to each State and Territory on the first Tuesday of the 
following April and July. 

(v) By 1 June of each year of the transition period, advice on the Guaranteed Minimum 
Amount for each State and Territory in the current financial year. 
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Frequency and Amounts of Payments and Repayments 

CS. In each year of the transitional period after 2000-01, the Commonwealth will provide an 
installment of the guarantee payment to a State or Territory on the first Tuesday (or the 
first business day thereafter) of January, April, July and October. The installment amounts 
will reflect the advice to be provided to the Ministerial Council by the Heads of Treasuries 
under paragraph C4. 

C6. Adjustments to the total amount of additional assistance to a State or Territory in light of 
actual GST collections and the Treasurer's determination of the Guaranteed Minimum 
Amount will be made in conjunction with the payments of GST revenue grants after 10 
June in each year. 

C7. A State or Territory will repay a loan which it receives from the Commonwealth in 2000 
Olin quarterly installments in 2001-02. These installments will be paid to the 
Commonwealth on the same day on which a State or Territory receives an amount of GST 
revenue grants in the months of July, October, January and April. 

CS. The methodology for calculating the amounts of particular components of the Guaranteed 
Minimum Amount for a State or Territory has been agreed by the Heads of Treasuries and 
is set out in the cbcument titled Methodology for Estimation of Components of the 
Guaranteed Minimum Amount. 

APPENDIX D 

FIRST HOME OWNERS SCHEME 

Principles 

D 1. The States and Territories will make legislative prOVISIon for the First Home Owners 
Scheme (FHOS) from 1 July 2000 which will incorporate programme criteria consistent 
with the following principles: 

(i) Eligible applicants will be entitled to $7,000 assistance (per application) on eligible homes 
under the FHOS. 

(ii) Assistance will be available directly as a one off payment. If the recipient expressly 
consents, it may be available as an offset against statutory levies and charges or some 
combination of these. 

(iii) Eligible applicants must be natural persons who are Australian citizens or permanent 
residents who are buying or building their first home in Australia. An applicant's spouse 
(or de facto) must be included on the application. 
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(iv) To qualify for assIstance, neither the applicant or the applicant's spouse (or de facto) must 
have previously owned a home, either jointly, separately or with some other person. 

(v) Entering into a binding contract or commencement of building in the case of owner 
builders, must have occurred on or after 1 July 2000. 

(vi) An eligible home will be a new or established house, home unit, flat or other type of self 
contained fixed dwelling that meets local planning standards. Fixed dwellings will include 
demountable dwellings where these meet local planning standards. 

(vii) An eligible home must be intended to be a principal place of residence and occupied within 
a reasonable period. The home must be located in the State or Territory in which the 
application is made. Applicants who have entered into a financing mechanism which 
involves a shared equity arrangement will be eligible. 

(viii) Assistance will not be means tested. 

(ix) The relevant State and Territory legislation will contain adequate administrative review 
and appeal mechanisms, along with provision to prevent abuse of the FHOS. The States 
and Territories will cooperate in the exchange of information to identify eligible first home 
owners. 

Other matters 

D2. Funding of grants under the FHOS may not be drawn from Home Purchase Assistance 
(HPA) funds provided through the Commonwealth State Housing Agreement, including 
the pool of existing HP A revenues. 

D3. Further details concerning eligibility criteria consistent with the above principles are to be 
agreed between the Commonwealth and each State and Territory. 

D4. The States and Territories will not introduce or vary any taxes or charges associated with 
home purchase with the intention of offsetting the benefits of the FHOS for recipients. 

APPENDIX E 

GST ADMINISTRATION 

E1. The Commissioner of Taxation has the general administration of the GST law. 

E2. The ATO will arrange fur the Australian Customs Service to assist with the collection of 
the GST on imports. 



Uniform Legislation and Statutes Review Committee  

78 G:\DATA\US\Usrp\us.fin.061122.rpf.016.xx.a.doc 

E3. During the first 12 months following the implementation of the GST, the Commonwealth 
will retain the discretion to make changes to the GST base of an administrative nature. For 
this purpose, changes of an administrative nature involves legislation necessary to: 

(i) protect the integrity of the GST base; or 

(ii) prevent tax avoidance. 

E4. The Commonwealth will include the definition of change of an administrative mture in the 
A New Tax System (Commonwealth-State Financial Arrangements) Bill 1999. 

E5. From July 2001 , changes of an administrative nature as defined in E3 will require the 
majority support of the Commonwealth, States and Territories. 

E6. The GST Administration Sub-Committee, which will commence operation from I July 
1999, will monitor the operation and administration of the GST and make 
recommendations regarding modifications to the GST and the administration of the GST. 

E7. The GST Administration Sub-Committee will comprise officials from each Party to the 
Agreement including representatives from the A TO as required. The Commonwealth 
Treasury will chair the GST Administration Sub-Committee. 

E8. The Chair will convene the GST Administration Sub-Committee in consultation with other 
members of the Sub-Committee as often as may be necessary to conduct its business. If 
the Chair receives a request from a member of the Sub-Committee, the Chair will consult 
with the other members concerning convening a meeting. 

E9. The functions of the Sub-Committee will include: 

(i) monitoring the performance of the ATO in the administration of the GST (Appendix F of 
this Agreement); 

(ii) the assessment of policy proposals for the modification of the GST rate and base; 

(iii) making recommendations to the Ministerial Council on the need for legislation which 
might significantly affect the GST base; and 

(iv) requesting the ATO to produce draft Public Rulings in specified areas. 

EIO. The States and Territories will be consulted on draft Public Rulings prior to consideration 
by the A TO Rulings Panel and before public consultation. There will be a representative 
from the States and Territories on the ATO Rulings Panel in relation to GST matters. 

Ell. Public rulings will not be referred to the Ministerial Council. However, the GST 
Administration Sub-Committee will refer a proposed GST change to the Ministerial 
Council for consideration if the Sub-Committee is of the view that the change could have a 
significant impact on GST revenues and so warrants Ministerial review. 
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E12. Draft legislation which might significantly affect the GST base will be forwarded through 
the GST Administrative Sub-Committee to the Ministerial Council for consideration. 

APPENDIXF 

GST ADMINISTRATION PERFORMANCE AGREEMENT - GUIDING PRINCIPLES 

Preamble 

Fl. This Appendix outlines the principles that will guide the subsequent development of a GST 
Administration Performance Agreement (the Performance Agreement) between the ATO 
and its agents, and the States and Territories (the Parties). 

Objectives and Context of the Performance Agreement 

F2. The purpose of the Performance Agreement is to provide accountability between the ATO 
and the States and Territories on behalf of whom the GST revenue is being collected. It 
also provides an agreed basis for the GST Administration Sub-Committee to monitor the 
administration of the GST by the A TO and its agents in return for the agreed GST 
administration costs being paid by the States and Territories. 

F3. The Performance Agreement will reflect the commitment by the Parties to: 

(i) achieving world's best practice for GST administration in Australia; 

(ii) a cost-effective and transparent GST administration; and 

(iii) a cooperative relationship between the Parties. 

F4. The Performance Agreement will recognise that achievement of world's best practice GST 
administration, including cost-effectiveness, is dependent on the GST policy framework 
and integrated administrative design. 

F5. The Performance Agreement will be consistent with the arrangements set out in this 
Intergovernmental Agreement. 

Components of Agreement 

F6. The Performance Agreement will include outcomes to be achieved, budgeting 
arrangements and monitoring and review arrangements for the purposes of maintaining 
accountability and transparency of operations. The Performance Agreement will also 
include the process for raising matters of operational significance with the Ministerial 
Council. 

Outcomes 
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F7. The Performance Agreement will stipulate performance outcomes am appropriate 
benchmarks to be achieved by the ATO. These outcomes may include, but are not limited 
to: revenue, taxpayer registration, compliance, reporting, education and legislative review. 
Consistent with the objectives of the Agreement, the benchmarks are to reflect world best 
practice in GST administration. 

Cost of Administration 

F8. The Performance Agreement will outline the Commonwealth administration activities that 
are GST related for the purposes of agreeing the GST administration costs. 

F9. The Performance Agreement will stipulate arrangements for an audit of GST costs and the 
systems for the control of GST costs. 

FlO. The Performance Agreement will outline the process and timing of consultation for 
developing/modifying budgets and business plans for GST administration. These budgets 
and business plans will be developed, and/or revised, in an appropriate and timely manner 
so as to broadly accord with Commonwealth arrangements for funding agency operations. 

Fl1. The Performance Agreement will recognise that the States and Territories will fully 
compensate the Commonwealth for the agreed costs of administering the GST. 

Monitoring and Review 

F12. The Performance Agreement will stipulate the: 

(i) number and timing of formal reports by the ATO to the Sub-Committee; 

(ii) number and timing of progress reports by the ATO to the Sub-Committee; and 

(iii) arrangements for special briefings on particular issues. 

F 13. The Parties to the Performance Agreement will ensure appropriate alignment of A TO 
Parliamentary reporting responsibilities and reporting responsibilities under the 
Performance Agreement. 

F14. The Performance Agreement will stipulate that ATO reports to the Sub-Committee on 
outcomes will include: 

(i) updates on relevant internal governance arrangements, including appropriate strategic plans 
and annual and other relevant reports that scrutinise aspects of GST operations (including 
annual and other relevant reports from the Australian National Audit Office); 

(ii) accrual-based financial reports; 
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(iii) key outcome performance indicators (including, registrations, revenue, refunds, costs, key 
processing workloads, Taxpayer Charter standards and international benchmark 
comparisons) ; 

(iv) litigation and public ruling information; 

(v) updates on relevant compliance and cost-of-compliance research; 

(vi) administrative base issues; and 

(vii) commentary on administrative performance and any key emerging GST compliance issues 
and related initiatives. 

F15 . The Performance Agreement will ensure that the States and Territories will have access to 
GST data held by the ATO subject to statutory limitations. 

Matters of Operational Significance 

F16. The Performance Agreement will outline arrangements for raising matters of operational 
significance with the Ministerial Council. Matters of operational significance may include 
disputes over the interpretation of the Performance Agreement and non-performance by the 
A TO against agreed targets. The Performance Agreement will ensure that the A TO will 
have the opportunity to provide direct advice to the Ministerial Council on any matters 
submitted to the Council. 

Development of Agreement 

F17. The Performance Agreement will be developed by the GST Administration Sub
Committee and representatives of the ATO. The Performance Agreement is to be 
developed with reference to both: 

(i) the guiding principles outlined in this Appendix; and 

(ii) actual GST performance data (including revenue) in the Australian context, gathered 
during the transitional years. 

F 18. The Performance Agreement is to be finalised by the end of the GST transitional year 
ending June 2002. The Performance Agreement is to be endorsed by the Ministerial 
Council prior to being signed. 

F 19. The Performance Agreement will stipulate the process for its amendmeIt. 

Transitional Arrangements 

F20. The ATO and the GST Administration Sub-Committee will discuss key operational issues 
and costs commencing in October 1999 and on a semiannual basis throughout the GST 
transitional year ending 30 June 2002. 
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F21 . The ATO will arrange for an audit of the systems for the control of GST costs and the GST 
costs incurred during the period from 1 July 1999 to the date of the signing of the 
Performance Agreement by the Parties. 

F22. The ATO will undertake to establish, by the end of the Transitional year ending 30 June 
2002, final GST benchmarking arrangements with relevant overseas administrations, 
subject to their agreement. The ATO will discuss benchmarking plans with the GST 
Administration Sub Committee. 


