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This Business Council of Australia submission provides feedback on the Monthly Pay As You Go 
Instalments for Large Taxpayers Consultation Paper released by the Treasury in February 2013. 

We note Treasury’s advice that the information obtained through the consultation process will 
inform the government’s approach on the way forward and also assist in meeting the requirements 
of the Office of Best Practice Regulation. The Business Council has some concern, however, that 
the consultation period for the consultation paper extended for only two weeks and is not consistent 
with best practice standards. 

The government’s Best Practice Regulation Handbook states that “there is a broad range in the 
length of consultation rounds across agencies. However, as a guide, six to twelve weeks seems 
appropriate for effective consultation depending on the significance of the proposal.” 

In providing comments on the consultation paper, the Business Council acknowledges the 
magnitude of the government’s fiscal challenge and its desire to improve the tax system by better 
aligning tax collections with the economic conditions faced by business. 

Large businesses in Australia already make a substantial contribution to the revenue task. 
According to the Australian Taxation Office’s key facts material, in 2011–12 the large business and 
international sector contributed $51 billion in company tax, 46 per cent of GST revenue and 
remitted around $49 billion in Pay As You Go withholding tax from employees. 

The business community remains prepared to pay its share of tax but also has an expectation that 
the tax system will be administered efficiently and effectively and, to the extent possible, with a 
minimal compliance burden on businesses. 

The government’s proposal to change the timing of company tax payments by large companies is 
not without risk to the operating environment for businesses. 

Feedback that the Business Council has received from its members has noted a number of 
practical impacts of the proposed changes to the timing of payment of tax instalments. This 
includes through the potential to impose an additional compliance and administrative burden; the 
risk of material implications for companies’ cash flow and working capital requirements; and 
potential effects on companies’ interest costs.  

These issues are important at a time when businesses are being challenged by a high-cost 
business climate in Australia and when a central challenge remains to strengthen business 
confidence.  

Some specific feedback received included that: 

• the extent of the additional compliance and administrative burden varies among companies, with 
some members noting there will be a minimal impact and others suggesting the impact could be 
considerable (requiring an estimated 200 per cent increase in administrative time spent on tax) 

• Business Council members expressed greatest concern over the potential impact of the changes 
on business cash flow. Cash flow is a central element of successful businesses and our 
members pay close attention to how cash flows are managed within their companies 

• members have noted that moving to monthly payments would, in some instances, result in peak 
cash flow requirements increasing significantly (with some of the largest companies suggesting 
this could peak at $150 million higher each quarter than under the current arrangements) 

• from a liquidity perspective, this could reduce otherwise available capital which could be used for 
investment 

• some companies also noted that a shift in payment timing would require them to fund tax 
payments prior to the collection of cash from debtors 

• in relation to prospective impacts on companies’ interest costs, members noted this could be in 
the order of several million dollars rising to $8 to $10 million per year for the larger companies. 
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The consultation paper also seeks comments on the prospects of improving the calculation of 
instalment income with a view that ‘ideally instalments should approximate the final tax that an 
entity will be liable for at the end of the income year’.  

The overwhelming response received from Business Council members is that any changes 
requiring companies to calculate on a monthly basis an accurate assessment of their actual tax 
liability would likely be unworkable.  

Members have noted that a company’s final tax liability for any year can only be determined after 
year end and when the company’s accounts have been finalised and all appropriate tax 
adjustments have been identified and resolved. This includes taking account of the realisation of 
gains or losses on the disposal of assets late in an income year, the realisation of foreign exchange 
gains and losses and other unforseen events. 

Moreover, as noted by the Corporate Tax Association, even once the year has closed, a significant 
amount of work is required before a company is in a position to lodge its income tax return – which 
is why lodgement is not required until some six and a half months after the close of the income 
year.  

The consultation paper provides few details on options to provide a more accurate method of 
calculating corporate tax entities’ Pay As You Go instalment rates and to reduce compliance and 
administration costs for businesses.  

Should further reforms be investigated in this area, improvements could potentially be achieved by 
introducing a greater degree of flexibility into the instalment system (including for example, whether 
factors other than instalment income as currently defined may represent a superior proxy for 
taxable income). 
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