NEW TAXATION PROPOSALS EXPLAINED

: BY STATE TREASURER

WHAT THE INDIVIDUAL MAY HAVE TO PAY

“BUDGET WILL

BE - BALANCED”

POSSIBLE PROVISION FOR PAYMENTS BY INSTALMENTS
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' The Treasurer (Mr. Hill), moving the taxation proposals in
the Assembly yesterday, said he introduced them with a full

realisation of their effect upon the economic life of the com-

munity,

He knew that under ordinary

they

circumstances

could not be justified, and that Parliament might rightly re-
fuse its sanction to taxation burdensome to the taxpayer, and
subversive to the expansion of commercial and industrial en-

terpnse, but

he claimed tha! ultimate'y the taxation would

. be accepted as a necessary first step in the process of finan-
| cial reconstruction, both for the Government and private en-

| terprise,
| Tt was conceded, said Mr. Hill, that
the Budget must be balanced. That

was a condition essential and precedent
to the stabllisation of their finances
.innd the ultimate improvement of their
credit. But the Government realised

quite well that there was a matler
which far transcended that in im-
porfance, and that was the restoration
of the economic equilibrium of the
‘State, for upon that depended the pro-

gressive expansion of industries, the
absorption of the unemployed, the
Trighting of the adverse trade balance,
and the reduction of ints on . the
huge public debt. uently the
/a5 neoresary, AUQ DRIl e
&S necessary and p ps

4 general programme of reconstruction,
but only until the benefits of that pro-
gramme made their continuance un-
necessary. The immediate purpose of
the proposals was to ensure sufficient
revenue {o balance the Budget. Mem-
'bers realised how outstandingly cdesir-
‘able that was in itself, but under exist-
ing circumstances it was imperative,

. South Australia had set its hand to
‘an agreement which bound them to
‘that course, not merely as an act of
financia] rectitude, but as a question of
self-preservation. It was the first step,
taken In common with all Australian
Governments, on the difficult path of
financial stabilisation.

Serious Position Reallsed
It had been widely stated that the de-

termination of the various Australian®

was solely due to the visit

Niemeyer to Australia, but the Trea-
surers of the States had fully realised
the serlousness of the financial position
of Australia, and the absolute necessity
of balancing Budgeis before ever Sir
Otto arrived. It was not until June 20
that If was announced in the press that
Sir Otto Niemeyer was to visit Austra-
lia. .In the meantime his Government
bhad been considering the serious finan-
clal position, and on June 24 appointed
the Advisory Committee on State Fin-
ance. OnJ 8 he made an important
statement to Parliament, outlining the
policy proposed to arrest the financial
drift and enable them to live within
iheir income, That was before Sir Otto
had arrived in Australia. It could not
be said that his policy to balance the
Budget was dictated by Sir Otto,

Negotiations with Federal Government

The South Australlan Government
began negotiations with the Federal
Government for special financial assist-
anceé, and before Bir Otto had ad-
dressed the various Treasurers, had
made representations to the Loan Coun-
cll, the Prime Minister, and Federal
members for a grant to enable the Gov-
rnment to balance accounts. That was
on July 25, and it was not until the
Loan Councll meeting on August 5 and
5 that Sir Otto first addressed the
Treasurevs on the financial posftion.
firmed the opinion already held by
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State Finance. The fact that that
committee of experts supported the
Governments proposals was evidence
that they were essential, and that Par-
llament should accept them. The pro-
posals were calculated to returm a re-
venue slightly in excess of £2.000.009,
The extent to which they would have
had to be increased but for the success
of their claim upon the Commonwealth
Government was therefore apparent,
and taxpayers had some reason to be
teful to the Government for its de-
ermined and successful efforts to s»-
cure financial tion of thelr diz-
abilitles. How serious, the position was
could be gathered from a knowledge of
the losses due to business under s,
the figures for which were:—
mmm_r paying Iinterest—
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Advancex for homes .. e« oo o 8,588
m“m LR} o L . L Ly 1|m|m
Country waterworks.. .. .. 369,244
Land repurchased for closer

pattlemoent * e i L e 22.716
South-Eastern dralnage .. .. 49.152
Improvements on pastoral

R T i e Tae it e e 37.176
Irrigation and reclamation , 249 851
Railway relaying .. .. .. .. 659,598
Rallway depreciated assets .. 165.603
Water conservation . .. .. .. 79,371
Murray Rlver weirs, dams,

C L B [ 4 RS S s SR e 100,304
Produce Department .. o« .. 23.895
Sundry WOrks .. ae',; se e J363.241
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Doubt had been expressed whether
the estimates of revenue would be
realised, but so far as the taxation =sti-
mates were concerned, a reduction of
33 1-3 per cent. In incomes had been
allowed for. It must be remembered
that the income tax would be levied
on the incomes earned during 1928-30,
and the reduction of 33 1-3 per cent.
was on that income, compared with
that for 1928-29., The Estunates had
been prepared by responsible officers,
who should be the most competent per-
sons to express an opinion as to Lhe
amount of revenue likely to be ralsed.
He realised that to people on small
incomes it would be a hardship to call
on them to pay all thelr income tax
at one time, and the question of evolv-
ing a satisfactory system of payment
by instalments, or some other method
of payment, was now receiving the con-
sideration of the Government. If a
satisfactory system could be devised it
would be put into effect.

Had it not been for the successful
efforts of the Government in obtain-
ing a grant of £1,000,000 from the
Commonwealth Governmenrt, the taxa-
tion that would have been necessary
this year would have been much heavier
than the present proposals—burden-
some though they were. Although the
Commonwealth and State Governments
unanimously a that the £1.000.000
should be pald to South Austrzlia, 1t
should be remembered that the money
would not be received unill the end
of the year. The position would be
serious If no grant were received the
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or such less amount as was applicable,
would be allowed. The prmlﬂ mini-
mum tax of £1 would be abolished.

Poll Tax

Resolution No. 8 provided for a new
form of fax in the nature of a poll
tax, at a flal rate on every person who
had any taxable amount of income:
that was to say, whose net income be-
fore making the statutory deduction
exceeded £100. That tax was at the
flat rate of £2 10/ in every case, and
was in addition to all other taxes pay-

able by the -

Resolution No.\8 covered a dividend
tax of 6d. in the pound. Dividends
would not be included In the taxable
amount of Inmm&"%r the purpose of
assessing the rate 8 which tax must
be paid, nor would any tax other than
the dividend tax of 6. in the pound
be payable on dividends. It was pro-
posed to impose that fax on all divi-
dends received by rﬁnts of the
State, irrespective of country in
which the dividends were eamed.

“General Exemption”

Resolution No. 10 altered the statutory
deduction or, as it was sometimes
called, the “general exemption™ At
present the statutory deduction was
£100. It was proposed to provide that
the deduction should diminish by £1
for every £9 by which the net

of the taxpayer exceeded £100. If the
income of the taxpayer was £190 the
deduction would diminish by £10, and
therefore be £00. If the income of the
taxpayer was £1,000 the deduction
would be diminished by £100, that 'was
to say, by £1 for every £9 of the amok
by which the income exceeded £
and would accordingly be nil.
existing proyjsion allowing a widow wii
one or more children under the age
16 years a deduction of £200 in
cases was retained.

Resolution No. 11 proposed to abolish
tho deduction at present allowed In re-
spect of the amount of Fedcral incoms
tax paid by the taxpayer.

Mr. Laffer—That unfair.

The Treasurer said that South Aus-
tralia alone of all the Australian States
permitted that tax as a deduction for
companies and., with the exception of
Western Australia, was the only State
to allow the deduction to individuals
At present it was an anomalous posi-
tion that the amount of tax imposed
by the Commonwealth on income, such
as interest on Government securities,
and Commonwealth Loans, which were
not taxable by the States, should be
allowed to be deducted from State in-
come. The Government anticipated
that the proposal would resuit in
£50.000 ndditional revenue.

Mr. Butler—It i< not income. The
tax Is not justified.

The Treasurer—What about the other
States? They impose the tax.

Abolition of Tax on Residence

Resolution No. 12 proposed to abolish
the provision which required taxpavers
to return as jncome 5 per cent. of the
actual value of land and improvements

used by them for the p of resl-
dence. The abolition of that item
would simplify returns to some extent

and achleve uniformity in State and
Federal practice, No appreciable loss
of Income was anticipated from that
proposal,

Life Insurance Companies

Resolution No, 13 contained a proposal
that life iInsurance companies should
be taxed at the same rate asother com-
panies. Under the existing law life in-
surance companies were taxed only at
half rates. That provision had been
in the law for some time, doubtless
with the laudable intention of assist-
ing life insurance companies and pro-
moting thrift on the part of the pub-
lic by enabling . life Insurance com-
panies to offer terms to their
policy holders; but the plain fact of
the matter now was that the Govern-
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¢ various Treasurers as to
ousness of the financial position, and
e necessity of Governments balancing
their Budgets. No agreement was
gﬂﬂe with Sir Otto Niemeyer to balance
1dgets, as some people thought. After
hearing his address, as well as conferring
with Sir Robert Gibson (chairman of
the Commonwealth Bank), representa-
tives of the varlous Governments passed
a unanimous resolution declaring their
fixed delermination to balance Budgets
for 1930-31. The information he had
J‘lgrst given proved conclusively that the
easurers of the various States and the
Commonwealth realised the seri-
ousness of the financial position, and had
resolved that what was essential to re-
store their financlal position was to
balance Budgets. The fact that so dis-
tinguished a financier as Sir Otto Nie-
ﬁecier. also pointed out the necessity of
Government balancing its ac-
counts was concrete evidence that the
Treasurers were working =along right

es.
The leader of the Opposition (Mr.
Butler)—There is no alternative.

Where £1,000,000 Could be Saved

Fallure to balance the Budget might
easlly result in a general stoppage of
public services from the sheer inability
of the banks to finance a deficit, Mem-
bers appreciated how difficult was the
Aus cash pesition and how un-
safe it would be to assume that bankers
could do any more than provide credit
facilities to cover the ordinary lag in
revenues. An improvement in credit,
both at home and abroad, would be a
certain result of balanced budgets, and
if that could be achieved by substantial
reductions in both expenditure and
taxation in the near future then they
would be well on the way towards the
Government's alm of restored . credit
and Jower iInterest rates. How
vital that was would be realised
from the fact that a reduction of 1

cent. in ay interest rates on the
State tﬁlhuu debt would reduce the in-
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4 year currency, carry-
ing interest at 4 per cent. on fﬁam

York market, and it was heavily over-
subscribed in a few hours. The British
Treasury invited IP lications for Trea-
& bonds (1934- ) at 4 per cent,,
and the total tenders received amounted
to £116,000,000, of which £105,000.000 was
accepted. The minimum ca of
tender was £100 10/, and ¢t who
tedered at that price received only
56 per cent. of the amounts ﬁl:plled
for. ‘Those Instances surely indicated
that Australia’s difficulties In the
money markels of the world were due
entirely to the poor regard in which she
was held as a debtor nation, and the
righting of that unhappy condition
rested with themselves.

Advice of Committee of Experts

The Government had given full con-
gideration to the manner in which the

‘ revenue should be ralsed, and
had the valuable advice and ns-
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all services, and after the
resulls which had already been ob-
tained in the rallways and other de-
Fn:tments. was satisfied that, provided
he filnancial relationship of the State
und the Commonwealth could be equit-
ably adjusted, it could give the assur-
ance that the heavy burden of taxa-
tion being imposed could be considered
as temporary, and would ultimately be
reduced to a level consistent with the
resources of the people.

Details of Proposals

Dealing with the resolution in detall,
the Treasurer said that the intention
was to ralse the rate of land tox, and
additional land tax by one larthing in
the pound, and reimposed the super
tax of 25 per cent. on those taxes. Lhe
land tax, as members were aware, was
¢ present three farthings in the pound
on the unimproved value of all land
of the taxpayer, and an additional tax
of three farchings on the unimproved
value of land held by the taxpaver in
excess of £5,000. Those taxes on last
year's assessment gave a debit for land
tax and super tax, of £462,000, of which
£440,000 was actually collected, and of
which most of the balance would be
collected in future. The new proposals,
with a 20 per cent. super tax, were esti-
mated to produce £542,000. The pro-
posals of the Government with regard
10 the incomes of individuals, both from
property and personal exertion, were
to merge th2 present super tax of 25
per cent. in the ordinary rates, and
10 increase those rates.

Tax on Income of Individuals

__Resolution No. 4 set out the new rate
of vax on the income of individuals.
Under the existing law the rate of tax
on personal exertion income, taking
super tax into consideration, was 6.2564.
where the taxable income was £1, and
it increased by .00625 of a penny for
each increase of £1 In the amount of
the taxable income. ‘The maximum
rate was réeached when the income was
£5,000, the rate then being 37id. It was

by the resolution to raise the
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Resolution No. 5
the rate on income derived from pro-

rty. That pro however, would
E: limited to tge_ comes of individuals,
since the Government did not intend to

alter the present rate of tax payable b
companies. The present rate of tax ﬂg
Income from property (taking tax
into consideration) began at 13.756d.
on a taxable income of £1, and in-
creased by 00625 of a penny for each
increase of £1 in the amount of the
taxable Income, The maximum rate
was reached on incomes of £5.000, the
rate then being 45d. Under the pro-
posals the initial rate was increased by
a lttle over 6d, and the rate of In-
crease a pound sterling was fixed at
006 of a penny. The new initial rate
accordingly would be 20.006d. on a tax-
able income of £1, and the maximum
rate would be reached on incomes of
£7,000. at which stage the rate would
be 62d. in the pound. That rate would
apply as a flat rate to all incomes from
properiy over £7,000.

Income of Companles

#slstance of the Adyvisory Committee on

Resolution No. 6 dealt with the rate
of income tax on the Income of com-
panies. That rate was retalned as at
oresent: that was to say, 11.005d. where
the Income Is £1, Increasine by .005d.
for every increase of £1 in the taxable
income uniil a maximum of 30d. in the
poimd was reached on an Income of
£5.000. The existing super tax of 25
per cent. was also retained, in accord-
ance with the decision of the Govern-
ment not to alter the company rate.

Unmarried Males

“Resolution No. 7 proposed an altera-
tion In the unmarried persons' tax.
Urder the existing law an unmarried
inle person more than 19 vears of age,
~sr than a returmed soldlers, was
A ¥ he recelved an income more
‘o pay the unmarried per-

“which, with super tax
& ted tn £1 5/, and a mini-
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Resolution No. 14 proposed to alter
the principles on which m-c-p-emhhfe_
companies were taxed. The existing
law was that the income of a4 compally
or soclety not carrying On any hust:
ness for the purpose of gnina;ﬁ
divided among the members Or E-
holders thereof was exempt from in-
come tax. ‘The interpretation of thatl
provision had been to the effect thai
if a co-operative society did business
entirely with its own members it was
not carrying on business for the pur-
pose of gain., If, however, a co-opera=
tive soclety did business with any per-
sons who were not members of the
society, any profits arising from that
business were taxable under the Act,
and to that extent the company did
not enjoy the exemption at present pro-
vided by law for companies not carry-
ing on business for gain. It zppeared,
however, that some co-operative COm-=
panies did, In fact, make a profit on
the business done with their members;
that was to say, the whole of the
surplus arising from the transactions
between the company and its members
was not distributed among the mem-
bers by way of rebates on purchases
or otherwise, but sume parts of she
surplus were retained by the company.
That undistributed surpius Was un-
doubtecly profit, and it was propesed
to bring u‘:e whole of the income of
a co-operative soclety within the puc-
view of the Taxation Acts, but to al-
low the soclety to deduct from ils gross
income, among other allowable deduc-
tions, so much of the gross income as
was distributed among the members
of the company by way of rebates. The
balance would be taxable, The effect
of the amendment would be very largely
to place co-operative companies in the
same tion under State law as they
were in under Federal law.

The alterations in the law regardin
the collection of income he did no
propose to deal with at present. Their
effect would not be to impose new
taxes, but merely to clarily some of
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required by the Standing Ordors, |
cover a n of miscellaneous prog-
sions which would be in the BilL
The Treasurer sald arrang s
would be made, if possible, for thepay
ment of the taxes h? instalments
weekly or monthly amounts. It would
be & good Iidea if the banks openad ne-
counts, which could be accumulstin
interest while walting for the gssess-
ments, and then the total amount could
M‘FEII p o) = e e

Mr. Butler—Arrangements might b
made with the Savings B e o
The Treasurer sald he desired that
the debate should be condiicted in Com-
mittee, and he was anxious that the
measure should be pas
po=sible. ,
Progress was reportod,




