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Department of Treasury and Finance 
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GPO Box 154 
DARWIN NT 0801 
By email RevenuePaper.dtf@nt.gov.au  

Dear Sir/Madam 

Northern Territory Revenue Discussion Paper 
The Australian Banking Association (ABA) welcomes the opportunity to comment on the Discussion 
Paper Northern Territory Revenue (Discussion Paper). 

With the active participation of its members, the ABA provides analysis, advice and advocacy for the 
banking industry and contributes to the development of public policy on banking and other financial 
services. The ABA works with government, regulators and other stakeholders to improve public 
awareness and understanding of the industry’s contribution to the economy and to ensure Australia’s 
banking customers continue to benefit from a stable, competitive and accessible banking industry. 

The ABA notes that the Discussion Paper provides a range of reforms on the future development of the 
Territory’s tax and royalty policies for community discussion.  The options are not recommendations 
and do not reflect any policy proposal of the Government. 

There are nine broad categories of revenue reforms.  The ABA will restrict its comments to the 
discussion on the introduction of a bank levy. 

Rationale 

The ABA states at the outset that banks would strongly oppose any plan to impose a bank levy in the 
Northern Territory. 

The discussion of a bank levy for the Northern Territory is based around the introduction of the major 
bank levy by the Commonwealth Government in the 2017/18 Budget.  The Discussion Paper notes 
there were three elements to the policy rationale for this levy.  The ABA observes that none of these 
have any resonance at the level of the states and territories as managing systemic risks, improving 
competition, and prudential policy, all lie exclusively within the powers of the Commonwealth 
Government. 

There is no policy rationale for the introduction of a levy on banks by state and territory governments. 

The Discussion Paper also refers to the proposal by the South Australian Government to introduce a 
bank levy similar to the Commonwealth levy.  

The ABA notes that subsequent to the drafting of the Discussion Paper, the legislation incorporating the 
major bank levy was blocked in the South Australian Upper House (the Legislative Council).  On 15 
November 2017, the Premier announced that the South Australian Government would be abandoning 
the levy on the grounds it was “not sensible” to construct a budget based on a levy that does not have 
potential for success in the parliament. Furthermore, it was stated that the policy would not be taken to 
the next election and Labor would not try to reintroduce the levy if they were re-elected. 
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The ABA strongly supported the decision by the South Australian Opposition and Legislative Council 
crossbench to block this levy proposal.  

The ABA was an outspoken critic of the South Australian bank levy from the start and undertook 
vigorous public advocacy to highlight the flaws in the proposal. 

The ABA argued the levy compromised the economic interests of South Australia, in that it would 
discourage much needed business investment with negative impacts on economic growth and jobs.   

The proposal for a bank levy was opposed by a majority of the small business community and the 
broader South Australian public. It was acknowledged by the community that the levy would have had 
strongly negative impacts on the state. 

The South Australian proposal also contravened an Intergovernmental Agreement signed in 2000 by all 
the states and territories when they agreed to the GST (Intergovernmental Agreement Implementation 
(GST) Act 2000). That agreement eliminated a number of taxes, including the Financial Institutions Duty 
and the Debits Tax. At the time, the states agreed to “not reintroduce them or similar taxes in the 
future”. 

As a further point, the ABA is on the public record as flagging that the South Australian bank tax, if 
enacted, would have faced a constitutional challenge in the High Court of Australia. 

Impact on the Northern Territory economy 

The ABA does not believe that increasing taxes on an already highly taxed industry (like the banks) will 
improve the Northern Territory’s economy.  

Imposing what could only be interpreted as a “success tax” would send a signal to the business 
community to take their much-needed investment and jobs elsewhere. 

It will have negative consequences for investment, growth and jobs in the Territory. 

Financial and insurance services contributed 2.3 per cent of gross state product in the Northern 
Territory in the year to June 2017.  The industry currently provides over 1,400 jobs in the Territory, 
comprising 1.1 per cent of total employment.  This is a significant contribution when there are 5,900 
Territorians who are seeking employment. 

Tax paid by banks 

In assessing the introduction of a territory-based levy on banks it should be noted that Australia’s 
banks, as a group, are already the biggest taxpayers in the country.  

Over $14 billion in tax was paid to governments in 2016. Almost $11.5 billion was paid to the Federal 
Government in corporate income tax; $1.1 billion in GST; $441 million in income tax on life insurance 
assets and about $100 million in fringe benefits tax. Another $1 billion was paid to state and local 
governments in payroll tax, land tax and council rates and other taxes. 

Banks in Australia pay a lot of tax compared with other industries. In 2016, banks paid 55 per cent of all 
tax paid by the ASX 200 listed companies.  The industry includes some of Australia’s biggest individual 
corporate taxpayers; in 2016, five of the six largest corporate taxpayers were banks. 

These five banks will also now pay the Federal Government’s new $6.2 billion major bank levy 
introduced in the May Federal Budget.   

Bank profits go to ordinary Australians 

Almost 80 per cent of profits from Australia’s main retail banks are paid out to shareholders, including 
millions of ordinary Australians who own shares directly or through their superannuation accounts.   
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An additional levy on banks, if it is not passed on to customers, would lead to lower returns for mum 
and dad investors trying to provide for their future, and a lower standard of living for retired Australians 
living off their nest eggs. 

 

I would be happy to further discuss these issues. 

Yours faithfully, 

 

Signed by 

Tony Pearson 
Chief Economist  
02 8298 0406 
tony.pearson@bankers.asn.au 

  

 


