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1. EXECUTIVE SUMMARY 
 
1.1. Key Messages of Submission 
 
The Pilbara suffers significant constraint on economic growth due to the high cost of regional air access.  Flight 
premiums are an economic handbrake on regional growth and a direct risk to the value and objectives of historic 
and future government investment in the Pilbara’s development. 
 
There are significant per kilometre differences in comparable routes between the east and west coasts of 
Australia.  Prices are not set by free market forces, but are ‘rigged’ by a federal tax regime that fails to offer 
consistency across industries and cares little for the environmental impact of incentivising FIFO arrangements. 
 
During FY17, the Pilbara Regional Council called for all parties to commit to: 
 

§ Establishing an ‘Airways and Market Access Inquiry’ to examine the issue of airfare and air freight costs in 
connecting the Pilbara to Perth; [this inquiry] 

§ Establishing an intra-regional subsidised RPT flights within the region; and 
§ Developing an interim region travel support package for the express purpose of mitigating price-

distortion currently faced by Pilbara businesses and residents. 
 
1.2. Key Recommendations 
 
For this submission, the Pilbara Regional Council makes the following recommendations to the McGowan 
Government through its regional airfares inquiry: 
 
 
Recommendation 1 
 
The Pilbara Regional Council calls on the State Government to view air access in regional Western Australia as 
equivalent in purpose and equal in importance to public transport in metropolitan areas, the later of which is not a 
profitable venture and thus receives significant government funding as subsidies. 
 
State Government Proposed Role: funding body, regional development leader 
 
Recommendation 2 
 
The Pilbara Regional Council calls of the State Government to partner with Local Government to fund an intra-
regional RPT network of services connecting the Pilbara, Kimberley and Gascoyne, in order to provide higher 
levels of transportation service to regional residents of the Pilbara. 
 
State Government Proposed Role: funding partner, regional coordinator 
 
Recommendation 3 
 
The Pilbara Regional Council calls on the State Government to partner with Local Government to advocate 
strongly for a modification of the Fringe Benefits Tax Assessment Act’s FIFO exemption, to convince the 
Commonwealth to change a full exemption to a partial exemption. 
 
State Government Proposed Role: lobbying/advocacy partner, Federal-State broker for reform 
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1.3. Overview of Metrics 
 

 

    

Recommendation 1 
Regional Air Access Viewed as 

Equivalent and Equal to 
Metropolitan Transport      

Recommendation 2 
Support for Intra-Regional RPT 

Network for the Pilbara 
    

Recommendation 3 
Modification of Commonwealth 

Tax Incentives for FIFO 
Arrangements     

 
Implementation Readiness: 

 
Foresight Effect: 

Diversification Impact Rating: 
Economic impact: 

The current status of the initiative, whether shovel-ready, requiring further feasibility or long-term effort to 
see it completed 
The horizon on which results are expected to show 
The effect of the initiative on the diversification of the regions economic base 
The overall economic impact of the initiative 
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2. RESPONSES (TOR A-C) 
 
In order to make this submission relevant to the inquiry and efficient in its assertions, our views have been 
separated into responses to the published terms of reference.  Terms of reference A - C are dealt with in this 
section, focusing on price contributing factors and impacts. 
 
2.1. TOR A: Factors Contributing to High Regional Airfares 
 
The Committee recently established its inquiry to evaluate the: 
 

a) factors contributing to the current high cost of regional airfares 
 
The Pilbara Regional Council asserts that a lion’s share of the cause for the high cost of flights is the perverse 
incentive provided by our Commonwealth taxation code, exempting FIFO arrangements from Fringe Benefits Tax. 
 
Successive State Governments have invested billions in public funds with the express purpose of providing 
regions like the Pilbara with modern infrastructure, a more diverse economy and greater access to markets as 
enablers of economic growth and service delivery.  Despite a downturn in the economy due to falling commodity 
prices, flights between Perth and the Pilbara are regularly run by the airlines at an average load factor of 55% 
capacity.  
 

 
It is acknowledged that this “55%” number is limited in that it does not highlight the 'unidirectional' nature of flights (e.g.: difference in load 

on the way to the region as compared to from the region). 

 
This is due to the distorting effect of fly-in-fly-out workforces, whose travel costs are paid by resource companies 
who derive a tax incentive from this staffing model.  The effect of artificially high flight costs renders these half-
empty regional flights economically viable for the airlines, despite being inaccessible to residents, tourists and 
small businesses. 
 
If free market forces were at play, demand and supply for seats would dictate that the price would either fall to fill 
additional seats, or that the number of flights would fall to remove excess capacity.  However regular half empty 
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flights serve the interests of the major resource companies, who given the overall cost-benefit analysis of flying 
their workforce into the region, have determined paying higher fares is acceptable as long as they have access to 
regular flights.  The region benefits from a higher flight frequency, however prices have prevented this ‘surplus 
capacity’ from being purchased.  Airlines to date have not developed new models to increase sales such as 
offering the remaining seats at lower and lower costs; the route remains profitable despite the surplus. 
 
The status quo mix of prices and frequencies suits mining and resource industry schedules, with tax incentives 
included, creates a crowding-out effect akin to punishing Pilbara residents for vast natural resources. 
 
This is a regional example of the national debate on the Commonwealth Grants Commission’s Goods and 
Services Tax (GST) distribution model, which similarly punishes Western Australia for exceptional contribution to 
the national accounts.  
 
Meanwhile through programs like Royalties for Regions, significant public funds have been invested in regions like 
the Pilbara with the purpose of ‘developing Western Australia's regional areas into strong and vibrant regional 
communities that are desirable places to live, work and invest.’  Improving services, attaining sustainability, 
expanding opportunity and growing prosperity are just some of the key objectives, yet the effect of demand-
distorted airways limits the effectiveness of these objectives by restricting access to markets and slowing tourism.  
 
Affordable air access is essential to the development of fully diversified regional economies in the Pilbara.  It is an 
enabler of tourism and business visitation, of urgent freight, and of the perception that WA has connected Cities 
in the north.  Flights to the Pilbara region in WA continue to be amongst the highest in the country on a per 
kilometre basis. 
 
Despite the focus from State and Local Governments on increasing local content and local workforces, these 
Commonwealth Government tax incentives perpetuate the use FIFO workforces for mining.  This is despite 
several Federal and State inquiries clearly indicating the detrimental effect of these work practices on both 
workers and host communities. 
 
Much is being done to encourage workers to relocate to the region, but to-date, the Commonwealth and State 
Government has been reluctant to pursue vigorous policy to underpin these initiatives.  The removal of the zone 
tax rebate is at best a minor irritant to the workers employed under a FIFO regime, and fails to impacts the 
companies themselves in the slightest.  A considerably more effective mechanism is the modification of the fringe 
benefits tax exemption granted to miners for the underwritten transportation from their home community to the 
place of work. 
 
Ultimately, if one accepts the assertion that: 
 

1. FIFO workforces are necessary to making large scale mining projects viable in construction, 
2. That the presence of these FIFO workforces drives the cost of flights up in mining centres, and 
3. That any government incentive encouraging this practice is therefore somewhat in contradiction to stated 

goals of regional development, 
 
then it should hold true that the government incentive should be modified so as to provide funds necessary for 
countering the challenging but unavoidable side-effects. 
 
Here it should be clear that the Pilbara Regional Council is not, as many have done in the past, calling for the 
abolition of the FBT exemption for FIFO arrangements, nor disparaging FBT itself.  The ‘Cancer of the Bush’ 
inquiry of 20131 summarised the Commonwealth legislation of 1986’s good intentions as: 

                                                        
1 Cancer of the bush or salvation for? Fly-in, fly-out and drive-in, drive-out workforce practices in Regional Australia. 2013. House of 
Representatives, Standing Committee on Regional Australia. 
 our cities?  
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FBT is applied when an employer provides a benefit for private use, for example, the use of a work vehicle 
for private purposes. The FBT was introduced in 1986 to capture as taxable income the non-monetary 
remuneration of employees. Employers rather than employees are subject to the tax. In populous areas 
where there is reasonable competitive market supply, FBT meets its intended outcomes.2 

 
However as the submission by the City of Greater Geraldton states below, this regime of concessions as of 2009 is 
government investment in an arrangement that restrains regional growth: 
 

The provision of the camps, services and air travel is all a deductable expense for the mining companies. 
This effectively means the Government is subsidising to the tune of billions of dollars per annum a system 
which is anti-regional by nature.3 

 
The intention of making FIFO arrangements exempt from fringe benefits tax was to make the practice more cost 
effective.  However the introduction of this incentive in 2009, long after FIFO arrangements had been invented 
and despite there being not other choice than to fly staff in, begs the question; what was in it for Government? 
Would mining companies really have cancelled projects if they weren’t given an FBT exemption? 
 
Despite this, the Pilbara Regional Council holds that FIFO is an essential component of the growth that the region 
has experienced during construction phase, and it is not appropriate in the view of the Pilbara Regional Council 
and its member local governments to abolish this exemption completely. 
 
However the mining and resource companies themselves have realised that community good will toward their 
presence has suffered significantly, and have themselves shown that they understand the price impact their 
presence has on the local RPT market. 
 
Ahead of the arrival of Prelude, and in considerations of the activities at the Inpex-operated Ichthys LNG venture, 
Shell and Qantas came to an agreement in June of 2017 to “protect publicly available discounts and seats on 
aircraft in and out of Broome as oil and gas activity ramps up in the offshore Browse Basin.”4 
 
The deal involved an agreement from Qantas to upgrade aircraft and a commitment from Shell to purchase tickets 
from both Qantas and Virgin, and to do so in advance to protect flight availability for the community.  Shell also 
committed to buying flexible and fully flexible tickets, leaving discounted tickets available to the public. 
 
Whilst this deal works to protect seat availability, not low price, it shows that mining and resource companies 
understand their operations have a significant impact on regional communities and their access to air services.  
 
2.2. TOR B: Impact of High Airfares on Regional Centres 
 
The Committee recently established its inquiry to evaluate the: 
 

b) impacts that high-cost regional airfares have on regional centres from a business, tourism and social 
perspective 

 
Lack of connectivity for Pilbara centres to Perth and other regions is a drag on the potential development of the 
region, and the reasons are both well known in substance and many in number: 
 

                                                        
2 Fringe Benefits Taxation Assessment Act 1986 (Cth) 
3 City of Greater Geraldton, Submission 111, p. [11]. 
4 Cordingley, G. (8 June 2017). Flyers protect town seats. The West Australian. 
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§ People’s willingness to move to the Pilbara’s regional centres is significantly effected by cost of living and 
lack of family connectedness.  Lack of proximate and affordable access to capital cities exacerbates feelings 
of isolation. 

§ Small businesses are constrained in their growth because of limited access to the rest of the nation and thus 
world markets. 

§ Small businesses also do not benefit from FBT tax exemptions that major minors receive, creating a 
disparity between types of businesses. 

§ Residents can’t explore their region and spend money that would develop the tourism industry. 
§ The tourism industry faces additional challenges when attracting interstate and international travellers 

because of the exorbitant costs. 
§ Remote Indigenous communities are further disadvantaged and isolated from other regions and the rest of 

Western Australia due to both lower levels of finance and lower quality of transportation services. 
§ Commonwealth, State and Local Government leaders and officers are dis-incentivised to travel broadly 

across the region in order to properly consult on policy due to the high cost on the public purse. 
 
The reality is that the unintended side-effects of the FBT exemption is upward pressure on flight costs, some 
registering at nearly double from other similar flights from capital cities like Sydney to regional centres like 
Mackay.  Residents then endure high costs to travel for business or family reasons to and from their home, much 
like the aforementioned housing costs that increase due to the distortion of the market. 
 
The ‘Cancer of the Bush’ inquiry described the effect as: 
 

By providing a specific exemption for FIFO workers in the FBT Act, the Government has enshrined an 
ongoing disadvantage to those residing in regional Australia. The long-term eligibility of FIFO workers to 
access this tax concession is a contributor to the choice not to live in the region. 

 
This passage refers the most difficult to measure negative impact; restraint on population growth.  Difficult to 
measure because it is a measure of behaviour not undertaken, the decision not to move to the region to live for 
either a set period of time, or permanently. 
 
This decision if different for every family, and the high cost to come back to Perth if needed may indeed be a 
contributing factor in the region’s population growth, but it is not the only reason.  In theory, larger populations 
do mean a bigger ratepayer base, more services delivered, more capacity to invest in recreation and tourism 
experiences and thus a larger pull factor on population, so anything that adds to this is important. 
 
So whilst lowering the cost of flights itself would not be all that is required to improve the argument to live in the 
Pilbara, it is still needed nonetheless, despite the relatively small population such a change would serve. 
 
2.3. TOR C: Impact of State Regulation on Cost and Efficiency 
 
The Committee recently established its inquiry to evaluate the: 
 

c) impact of State Government regulatory processes on the cost and efficiency of regional air services; 
 
The Pilbara Regional Council has chosen to focus its attention an argument on the distorting effects of FBT 
exemptions for FIFO arrangements, and the necessity to and financial sense in investing in better regional air 
services for regional Western Australia. 
 
As such, this submission will not speak to State Government regulations and their impact on cost and efficiency, 
especially given the unregulated nature of the Pilbara market. 
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3. RECOMMENDATIONS - STATE (TOR D - E) 
 
This submission will now respond to terms of reference D and E in the form of recommendation for State 
Government.  
 
The Committee recently established its inquiry to evaluate the: 
 

d) actions that the State and local government authorities can take to limit increases to airfares without 
undermining the commercial viability of RPT services;5 

e) actions that airlines can take to limit increases to airfares without undermining the commercial viability of 
RPT services.6 

 
3.1. Summary of Recommendation 1 - Inequity in Regional Public Transport 
 
The most important thing the State Government could do is provide regional areas with the same level of 
public transport provided to metropolitan areas.  Regular public transport (RPT) is taken for granted by the vast 
majority of the Western Australian population, with most people living just minutes away from the bus and train 
network that links and connects the city and the south west of Western Australia.  

 
Cost to State Government: Unknown 

 
Several examples of State Government funding for regional airfares have been launched over the last few years.  
The previous Government provided funding to extend air services between Kununurra and Halls Creek, as well as 
between Esperance and Albany under a ‘community fare’ model through the airline REX. 

                                                        
5 Corporations exist to make profits, and will operate according to the law of the land and for the benefit of shareholders.  Should their costs 
increase, or limitations be placed on their capacity to generate revenue through price increases, that will effect the commerciality of the route 
in question. 
6 Airlines should operate according to law, and maximise shareholder returns.  It is important to make clear that it is the view of the Pilbara 
Regional Council that neither the airlines nor the major resource companies are acting contrary to the law, nor that they are exploitative.  
Government’s around Australia have prioritised regional development and local content, and current practices do not align with this objective.  
It is not the role of business to fix the distortions, but rather Government. 
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The remoteness and vast distances of the Pilbara region mean that bus and train linkages across the region have 
never been fully developed.  Given the distances traversed in regional areas, this makes bus and train public 
transport unfeasible.  However there are models for intra-regional small plane RPT networks that could provide a 
similar level of public transport amenity if supported. 
 
There still exists a pervasive idea that investing in regional centres delivers less ‘bang for your buck’.  Improving 
service delivery and connectivity in regional economies makes financial sense.  Contrary to popular belief, the 
Regional Australia Institute’s recent report on ‘Investing in National Growth’ makes the case that regional cities 
have a $378 billion output potential by 2031, and that “success will see regional cities in 2031 produce twice as 
much as all the new economy industries produce in today’s metropolitan cities.”7 
 
Their study goes further.  RAI states that there is no correlation between population size and economic 
development.  A shocking, counter-intuitive statement.  They found no statistical difference between the 5 major 
metropolitan cities in terms of output, productivity and participation rate than the regional cities.  RAI states to 
unlock this will require two important steps: 
 

“Firstly, shifting the entrenched view that the smart money only invests in our big metro cities. This is 
wrong. Regional cities are just as well positioned to create investment returns as the big five metro 
centres. 

 
But, secondly, regions need to get ‘investment ready’ for success. This means they need to be able to 
collaborate well enough to develop an informed set of shared priorities for investment, supported by 
evidence, linked to a clear strategy for growth building on existing economic strengths and capabilities.” 

 
Under the strategic vision of the Pilbara Regional Investment Blueprint (a clear strategy for growth) and through 
collaboration between governments (shared priorities), the side-effects of FIFO arrangements can be negated if 
governments are willing to shift their entrenched view that growth is only possible in metropolitan centres. 
 
The Pilbara is well positioned to create investment returns if funds are provided to unlock its potential. 
 
3.2. Summary of Recommendation 2 - Public Subsidy Contribution with Local Government 
 
The Pilbara Regional Council recommends that the State Government take action and contribute funds to an intra-
regional service like the proposal detailed below, which would act to improve transportation amenity within the 
region, between multiple regions, and allow Perth-Pilbara flights to be packaged to include connecting flights. 
 
This recommendation is made based on the proposal presented to the Pilbara Regional Council by Aviair, and 
relies on their estimations of services offered and costs associated as an example of what could be achieved. 

 

                                                        
7 Regional Australia Institute. (2017). Investing in National Growth - Regional City Deals. 
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Cost to State Government: $750k per year, for 2 years (50% contribution). 

 
Just this June, the Pilbara Regional Council received a business proposal and request for 2 years of subsidy to get 
such an intra-regional network off the ground.  The corporation called for a $1.5m subsidy for both Year 1 and 
Year 2, and 50% of that in Year 3, and local governments of the Pilbara are currently open to the proposal. 
 
Aviair, a charter and regular public transport air service provider based in Kununurra and Karratha, proposed a 
network of air services that will provide thirty sectors per week, and circa 14,000 seats per annum, linking the 
coast to the rangelands, the north to south, and communities and towns to essential services.  
 
The logistical challenge of moving around the Pilbara is one of the major impediments to local business 
development and is a one reason why, statistically, the Pilbara is under represented by small and medium 
businesses in comparison to other regions.  For many businesses, this logistics challenge is resolved by basing 
their offices and their employees in Perth; depriving the Pilbara of the growth and diversity it needs. 
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3.3. Service Delivered by Proposed Intra-Regional RPT Network 
 
The Aviair Pilbara-Link proposal is for the provision of Regular Public Transport (RPT) air services linking the key 
towns in the Pilbara, as well as the towns of Broome in the Kimberley, and Exmouth in the Gascoyne.  The service 
will be initially provided in 9 seat passenger aircraft until the routes are established and can justify larger aircraft. 
 
It is the intention of Aviair to increase the size of aircraft used on the routes where it is demonstrated that larger 
aircraft are warranted within the second or third year of operating the services. 
 
The proposed Aviair Pilbara-Link network and schedule have been developed to maximise the benefit to the 
Pilbara region.  Where possible, connections will be made with the Virgin Denpasar service to Bali from Port 
Hedland, the proposed Singapore service from Karratha, and the Airnorth service in Broome which links through 
to Kununurra and Darwin. 
 
All routes will have a minimum of two services per week as the importance of frequency is recognised as a critical 
component in making the air routes successful.  Aviair will reserve the right to alter the type of aircraft used on the 
various routes, however the aircraft will have a minimum of 9 passenger seats available on each of the sectors 
(subject to allowable weight). 
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The chart and map above demonstrate the proposed routes and aircraft types. In selecting aircraft types for the 
various routes, it is acknowledged that some of the resource companies require twin engine aircraft for their staff, 
which may preclude their participation in using unfilled seats on the new flights. 
 
Notwithstanding the lack of evidence around improved safety statistics for this requirement, Aviair is proposing to 
use twin engine aircraft on the routes that are more likely to be used by the mining resource companies. 
 
Support for this option would improve regional accessibility, increase small-to-medium business efficiency, boost 
economic growth through greater tourism and retail expenditure, and improve the liveability of the region. 
 
3.4. No One-Size-Fits-All Approach 
 
It is also important to recognise that there is no one-size-fits-all approach to ‘regional airfares’.  The factors 
affecting the South West region bare little to no similarity to those influencing price in the Pilbara region. 
 
As is  outlined throughout this submission, the Pilbara is a mining and resource heavy region, and significant 
numbers of FIFO workers are regularly flown into the region on RPT flights from Perth and other capital cities. 
 
This practice is effectively subsidised by the Commonwealth Government by way of a tax break on the company’s 
Fringe Benefits Tax liability, and as such leads to a circumstance where the practice becomes more commercially 
viable.  The resource companies then demand schedules that fit their business model from the airlines with the 
buying power they possess. 
 
This makes the flights viable at much lower load factor levels (percentage of seats filled) and raises the price of the 
flights, because in order to meet the timetable of the FIFO workforce, half full flights must be more expensive.  
This higher price can be paid by resource companies, because the overall viability of FIFO arrangements has been 
made artificially lower through the above tax break. 
 
This issue of surplus capacity could also very well have a ‘crowding out’ effect on new entrants to the market, and 
act as a ‘buffer zone’ capacity with which the existing airlines could swiftly react to a new entrant by dropping 
prices on surplus seats as a defence mechanism against increased competition. 
 
This scenario does not occur in the south west.  The Committee can therefore not afford to paint ‘regional 
Western Australia’ with one, single brush.  Having said that, from our research and engagement with Kalgoorlie, it 
would seem this region suffers from similar issues around FIFO arrangements. 
 
The Pilbara Regional Council does not purport to provide solutions in this submission that will work for all regions 
universally, and acts as an advocate not for regional Western Australia, but for the four member local 
governments of the Pilbara. 
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4. RECOMMENDATION - COMMONWEALTH (TOR F) 
 
The Committee recently established its inquiry to evaluate the: 
 

f) recent actions taken by other Australian governments to limit regional airfare increases. 
 
4.1. Summary of Recommendation - Advocacy for Modification of FBT Legislation 
 
The Commonwealth Government’s change to the Fringe Benefits Tax Assessment Act in 2009 to exempt FIFO 
arrangements contributes to the high cost of flights in regional Australia, especially in regional centres that FIFO 
workforces fly through on their way to remote camps and/or sites. 
 
The Pilbara Regional Council recommends modification of the Commonwealth’s Fringe Benefits Tax Assessment 
Act to make FIFO arrangements ‘partially’ exempt from FBT, using taxes raised to fund residents-only subsidies, 
to be administered by the Australian Taxation Office (ATO). 
 
Given the federal nature of the legislation, the Pilbara Regional Council calls on the State Government to make 
clear in this inquiry’s recommendations that the State Government should play an active and collaborative role 
with the Pilbara region in order to call on the Commonwealth Government to change this legislation, as 
prescribed below. 

 
Cost to State Government: $0. 

 
4.2. Legislative Reform 
 
Under subsection 47(7) of the Fringe Benefits Tax Assessment Act, FIFO related expenses to remote locations are 
fully exempt from fringe benefits tax.  This section must be amended so that the exemption is only partial. 
 
Should the expenses be in relation to a non-remote location (as per a decision of the Australian Tax Office - as 
was the case in John Holland Pty Ltd v Commissioner of Taxation [2015] FCAFC 82 (11 June 2015) ruling), the 
employer must rely on the ‘otherwise deductible rule’ to avoid a fringe benefit tax liability. 
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Subsection (1) provides a fringe benefit tax exemption for an employer who pays the travel costs of an employee 
in circumstances where, if the expense had been incurred directly by the employee, the employee would have 
been entitle to the deduction.  These circumstances are where the cost is incurred during work as opposed to on 
the way to work, where the former is a deduction and the latter is not. 
 
A new subsection (3) is needed to ensure that this ‘transfer’ of the liability exemption to the employer - or ‘second 
avenue’ to full exemption - is modified to reflect a partial exemption, as per the intention of the amended 
subsection 47(7). 
 
The net effect is that fly-in-fly-out arrangements are no longer fully exempt from fringe benefits tax, but rather 
partially exempt. 
 

1. That section 47(7) of the Fringe Benefits Taxation Assessment Act 1986 (Cth) be amended; and,  
2. That s52 (3) be added.   

 

 
 
Under this proposal, the full exemption from fringe benefits tax available to corporations utilising the fly-in-fly-out 
arrangement would change to a partially exempt benefit. 
 
The percentage of the exemption would be determined yearly by decision of the Australian Tax Office, however 
the Pilbara Regional Council advocates a 90% exemption (i.e. all fly-in-fly-out arrangements would begin to incur a 
fringe benefit tax liability amounting to 10% of the fringe benefit tax rate). 
 
This rate could be floating, and scaled up or down in order to incentivise or dis-incentivise FIFO arrangements at 
various points in the construction/investment/business cycle. 
 
4.3. Legislative Text Amendment to SECT 47 
 
The current Fringe Benefits Tax Assessment Act 1986 (Cth) 47(7) is printed below in black text, with the section to 
be amended printed in orange and the proposed amendment printed in blue: 
 
Exempt residual benefits 

(7) Where, during a period of employment with an employer: 
a) an employee's usual place of employment is: 

i) on an oil rig, or other installation, at sea; or 
ii) at a location in a State or internal Territory but not 

in, or adjacent to, an eligible urban area; or 
iii) at a remote location that is not in a State or 

internal Territory; and 
Note: For the Territory of Christmas Island and 
the Territory of Cocos (Keeling) Islands, see 
section 157. 

b) the employee is provided with residential 
accommodation, at or near that usual place of 
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employment, by: 
i) the employer; or 
ii) an associate of the employer; or 
iii) a person (in this subparagraph referred to as the 

arranger ) other than the employer or an associate 
of the employer under an arrangement between: 

(A) the employer or an associate of the 
employer; and 
(B) the arranger or another person; and 

c) the employee, on a regular basis: 
i) works for a number of days and has a number of 

days off; and 
ii) on completion of the working days, travels from 

that usual place of employment to his or her usual 
place of residence and, on completion of the days 
off, returns from his or her usual place of 
residence to that usual place of employment; and 

d) the employee is provided with transport on a regular 
basis in connection with the travel referred to in 
subparagraph (c)(ii) and that transport is provided by: 
i) the employer; or 
ii) an associate of the employer; or 
iii) a person (in this subparagraph referred to as the 

arranger) other than the employer or an associate 
of the employer under an arrangement between: 

(A) the employer or an associate of the 
employer; and 
(B) the arranger or another person; and 

e) it would be unreasonable to expect the employee to 
travel on a daily basis on work days between: 
i) that usual place of employment; and 
ii) the location of the employee's usual place of 

residence; 
 
having regard to the location of those places; 
the residual benefit constituted by the provision of the transport referred 
to in paragraph (d) is an exempt benefit 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
having regard to the location of those remote places 
 

f) Where 
i) the provision of the transport referred to in 

paragraph (d) involves travel between a major 
capital city airport and a regional airport along an 
existing public route; 

 
the residual benefit constituted by the provision of the transport 
referred to in paragraph (d) is a partially exempt benefit, 

 
g) And where 

 
ii) the provision of transport referred to in paragraph 

(d) involves subsequent travel referred to in 
paragraph (f) from a regional airport to a location 
deemed remote; 

 
the residual benefit constituted by the provision of the transport 
referred to in paragraph (d) is an exempt benefit. 

 
Only travel between Perth and Karratha for example would be a ‘partial’ exemption, owing to the fact that the 
presence of FIFO workers on these flights are the source of the price distortion. 
 
Subsequent flights between a regional centre like Karratha and a remote mine site or other location would then 
not have such an effect on the RPT market between regional centres and major cities, and remain fully exempt. 
 
The effect of the amendment is to apply partial fringe benefit tax liability to employers who use fly-in-fly-out 
arrangements to transport high volumes of employees from major capital cities to locations referred to in 
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paragraph (a), through regional airports, having the effect of distorting the free market for those services by 
artificially increasing the price of those services for other members of the community. 
 
4.4. Additional Subsection to be Added to SECT 52 - “s52(3)” 
 
In order to change the effect of the section, subsection (3) will be added to clarify the same net effect of the 
amendment to subsection 47(7) into the ‘otherwise deductible rule’ in subsection 52(1): 
 

(3) For the purposes of the application of this section in relation to a residual fringe benefit exemption, under subsection 47(7), where 
the recipient: 

(a) while undertaking travel referred to in subsection (1), engages in an activity in the course of producing assessable income 
of the recipient; and 

(b) the employer pays the expenditure, rather than the employee paying and being reimbursed; 
(c) where; 

i) the provision of the transport referred to in paragraph (d) of subsection 47(7) involves travel between a major 
capital city airport and a regional airport; 
 

the residual benefit constituted by the provision of the transport referred to in paragraph (d) is a partially exempt benefit 
for the purposes of the employer’s fringe benefit liability, when that deductibility is transferred from employee to 
employer, 
 

(d) and where; 
 

i) the provision of transport referred to in paragraph (d) of subsection 47(7) involves subsequent travel referred 
to in paragraph (f) of subsection 47(7) from a regional airport to a location deemed remote; 

 
the activity shall be deemed an exempt benefit for the purposes of the employer’s fringe benefit liability, when that 
deductibility is transferred from employee to employer. 

 
4.5. Effect and Rationale of Reform Recommendations 
 
The legislation’s recommended amendments are to change the full exemption to a partial exemption, so that the 
Australian Tax Office may determine the necessary tax required to be collected based on the costs of the subsidy 
program. 
 
Should the program require less money to fund the subsidies, the companies paying the fringe benefit tax will 
receive more - as a percentage - exemption. 
 
The ‘floating’ percentage would remain nominal, but responsive to changing economic circumstances. 
 
This proposal recommends that the exemption rate raises only enough funds to negate the negative side-effects 
for residents, through the development of a model whereby residents have access to a set subsidy based on a set 
amount of flights per year.  Any excesses would be returned to the companies in question and the rate revised. 
 
The Government always maintains an ‘anti-distortion interest’ when dealing with the operation of the free market, 
and legislation that seeks to modify the costs of business and living in order to achieve the desired strategic end.   
 
This ‘anti-distortion interest’ is paired with its mandate to represent its electors and their interests on the balance 
of things. 
 
It is by this rationale that the Pilbara Regional Council asserts that a modification of the exemption is reasonable, 
and given the fact that it is Commonwealth law, that the State Government advocate for change. 
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4.6. Scheme Structure 
 
The scheme intends to deliver a subsidy to residents.  In order to do this successfully, it must overcome certain 
obstacles to success, such as: 
 

§ the subsidy may be absorbed by airlines through higher prices; 
§ airports may wish to administer and benefit from the scheme but have not yet committed to being a part of 

the solution; 
§ uncertainty in the uptake of the scheme and its actual cost; 
§ adequate time is needed for the market to respond to the changes without being forced to withdraw; and 
§ the flexibility offered in the ability of the exemption rate to change dependent on the cost of the scheme 

also introduces uncertainty into tax liability for major resource companies.  
 
In order to address these challenges, and make the subsidy a reality, the Pilbara Regional Council will seek to 
work with the State Government’s transport department to release a yearly tender for participation in the scheme.  
Airlines will have to offer competitive bids in the form of a flat fee, against which the scheme would apply. 
 
The successful airline would have exclusive access to the scheme’s benefits, artificially lowering their prices.  The 
unsuccessful airline would have to reduce prices further to remain competitive. 
 
In a combination of new ideas with others that are used around Western Australia, regional flight costs would be 
lowered by using FBT raised to fund a ‘community fare’ which is not locked to a single airline, but rather bid for 
yearly in order to further reduce the price of the ticket.  Not only will the ticket price be lower due to the subsidy, 
it will be lower due to the competitive bids provided. 
 
Regional airport organisations would also bid for the administration of the scheme, by offering their lowest 
possible airport charges and fees to be associated with the scheme.  This process would differ from the formal 
tender process in that no one airport could possibly administer the scheme across all major centres. 
 
In order to address the uncertainty around the uptake of the program, the funding of the scheme will be delayed 
2 years.  FY18’s total scheme cost will be paid by FY20’s tax collection, FY19’s costs by FY21’s collection.  FY19’s 
tender process will run one year ahead in FY18, to allow for greater certainty for the airlines. 
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By combining this with a floor of a 90% exemption, by capping the total flights offered each year, and by 
providing a flat subsidy, the scheme will remain financially viable whilst providing certainty to the market. 
 
 FY18 FY19 FY20 FY21 

Scheme timeline Year 1 Year 2 Year 3 Year 4 
Airline tender FY19 scheme tender run 

and announced 
FY20 scheme tender run 

and announced 
FY21 scheme tender run 

and announced 
FY22 scheme tender run 

and announced 
Tax announcement 

 
Rate announced based 

on FY18 costs 
Rate announced based 

on FY19 costs 
Rate announced based 

on FY20 costs 
Tax income 

  
Rate paid to cover FY18 

scheme costs 
Rate paid to cover FY19 

scheme costs 

 
4.7. Scheme Modelling 
 
The scheme’s final cost will be based on several factors: what the moving average fare is, what the capped fare 
price is (determining the subsidy size) and what number of flights per year are available. 
 
The below table is a simplified version of some of the cost modelling the Pilbara Regional Council has conducted, 
basing its estimations on passenger movements (how many total subsidies given out in a year) against a range of 
pricing options. 
 

 Karratha (KTA) Port Hedland (PHE) Newman (ZNE) 
Average Fare $600 $550 $1,200 
 
Subsidy Size 
Subsidy if Cap is $200 
(Fare - Cap) 

$400 $350 $1,000 

Subsidy if Cap is $250 
(Fare - Cap) 

$350 $300 $950 

 
Scheme Size 
Based on $200 Cap and 65,000 passenger movements $34.6m 

Based on $250 Cap and 65,000 passenger movements $31.3m 

 
4.8. Alignment to Cancer of the Bush Report Recommendations 
 
This proposal has strong alignment to the findings of previous inquiries into FIFO arrangements and airfare prices.  
In 2013 the Federal Government’s inquiry made several recommendations relevant to the issue of fringe benefit 
tax exemptions for fly-in-fly-out arrangements: 
 
Recommendation 12 
 
The Committee recommends that the Commonwealth Government review the FBTAA 1986 to examine the: 
 

§ removal of impediments to the provision of residential housing in regional communities; 
§ removal of the exempt status of fly-in, fly-out/drive-in, drive-out work camps that are co-located with 

regional towns; and 
§ removal of the exempt status of travel to and from the workplace for operational phases of regional mining 

projects 
 
Recommendation 13 
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The Committee recommends that the Commonwealth Government review the FBTAA 1986 to: 
 

§ remove the general exemption for fly-in, fly-out/drive-in, drive-out workers from the 12-month limit of 
payment of the living away from home allowance; 

§ enable specific exemptions for construction projects that have a demonstrated limited lifespan; and 
§ enable specific exemptions for projects in remote areas where the fly-in, fly-out/drive-in, drive-out work 

practice is unavoidable. 
 
This inquiry’s look into the taxation regime was in a much broader context than simply the effects on flight costs.  
For example, where companies provided housing to permanent workforce - a fringe benefit - they can rent the 
house for a 50% FBT concession, which artificial inflates the housing market in a similar way to artificially inflating 
the airline market. 
 
Where genuinely remote, the Report says, the Committee’s view was that the exemptions were appropriate.  
However where regional centres already existed, a complete abolishment of the concessions for operational 
workforces was recommended. 
 
This is not what the Pilbara Regional Council is calling for, but it does show that a Commonwealth inquiry has 
reviewed the recommendation of modifying this legislation to address distortions caused by its provisions. 
 
4.9. Reform in Consideration of Travel through Regional Centres 
 
As the above report admitted, some locations and projects are not able to be serviced by local employment.  
Very few now argue that mining and resource corporations should hire entirely from regional towns and local 
communities. 
 
Indeed due to the high number of local workers taking roles in mines and oil rigs, quite often regional towns suffer 
extensive workforce shortages in key industries when mining and resource booms occur.  A requirement that 
mining companies use locals would strip the entire workforce out of the local economy. 
 
The Pilbara Regional Council also understands that in order to make these projects viable, red tape and the tax 
burden must be as lean as is possible to ensure maximum profitability per unit of extraction.  However, despite 
the intention of the legislation to exempt locations that are remote, there is not a proper understanding that en 
route to remote sites, large workforces must fly between capital cities and regional airports. 
 
Should a company fly their workforce from Perth directly to a mine site’s own airport, there would be no distortion 
in domestic airline prices for residents travelling from Perth to their regional airport. 
 
However, since the fly-in-fly-out workforces must travel from Perth to site through a regional airport, the distortion 
effect is felt by residents and small businesses flying along the same route. 
 
This is shown clearest by examining ‘load factors’ or percentage capacities, and comparing the Pilbara airports to 
the average centre to centre routes.  As can be seen below the percentage capacity of the flight averaged 55% in 
2016, well below the 73.5% on all other Australia routes.  This means that despite the high prices, the planes are 
almost half empty, which should mean the route isn’t commercially viable. 
 
Even more compelling is the average load factors calculated for other Australian mining towns where high FIFO 
activity occurs.  They all share the same low load factor (Moranbah, Mount Isa, Townsville, Port Lincoln, Emerald, 
Kalgoorlie, Newman, Port Hedland, Karratha, Gladstone). 
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This is the clearest evidence the Pilbara Regional Council has found showing the deviation from the norm in 
regional Australia.  Where high volumes of FIFO arrangements are present across Australian mining centres, 
exorbitant prices are felt at the very same time as extremely low capacities in percentage terms.  This means that 
a route that would normally be unviable commercially is being run at an artificially high frequency to support the 
needs of FIFO schedules, who are incentivised to use the model by Commonwealth tax breaks. 
 
4.10. Concerns Regarding Loopholes and Compromise 
 
In the case of John Holland Pty Ltd v Commissioner of Taxation [2015] FCAFC 82 (11 June 2015), flying workers 
from Perth to Geraldton was determined to be non-remote, forcing John Holland to rely on the ‘otherwise 
deductible’ rule in subsection 52(1) of the FBTAA, which allows the employer who pays the cost of transport to 
reduce their own tax burden if the employee would have been able to claim the travel as a deduction. 
 
To the letter of the law, this relies on the ‘place of work’ being Perth Domestic Airport.  If it is, then travel to a 
remote mine site through a regional airport on a domestic flight, and the subsequent bussing of workers from 
town to the site, is all completely FBT free.  Lets be clear; this is a loophole.  Miners don’t work at airports. 
 
At some point in the future as Karratha and Port Hedland grow according to the Pilbara Cities vision, their status 
as ‘remote’ will cease to be legitimate.  At that point, all companies relying on fly-in-fly-out arrangements will 
need to do as John Holland did, and ensure that employee contracts stipulate that their entire workforce is 
employed at the Perth Airport, and that travel to Newman, Tom Price, Onslow, Port Hedland and Karratha is all 
during the course of their work. 
 
By transporting their workforce through a regional centre on the way to a remote location, the corporations in 
question are only technically travelling to a remote location when bussing employees from the regional airport to 
the remote site.  Currently however, the full trip is exempt from taxation. 
 
A Perth-based officer worker travelling to China for business is of course not subject to FBT.  The officer isn’t 
travelling to work, they are travelling in the course of their work.  If the officer paid for the flight, they would be 
entitled to claim the travel as a deduction. 
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A mine worker travelling from Perth to Newman in order to get to a mine site is not travelling in the course of 
work, they are travelling to work.  None of their functions are performed in Perth.  Their entire job description is 
predicated on being on site.  Currently, all that is needed is to change a few sentences in their contract. 
 
Government would be well within it’s right to close this loophole.  However the effect on regional centres and 
the State economy would be severe should important projects become unviable due to increased costs.  
Accepting a partial exemption in order to fund the solution to distorted airfares for residents is a compromise the 
Pilbara Regional Council believes all parties can accept. 
 
4.11. Questions of Constitutionality 
 
The Pilbara Regional Council is aware that given the model recommended here, it is possible only the Pilbara will 
be able to put together the solution with financial viability.  Other regions will not have the volume of FIFO flights 
and thus FBT collected to make their versions of this proposal economically viable. 
 
This goes to the lack of a one-size-fits-all argument made earlier in this submission.  Whilst the proposed change 
would generate sizable revenues for Government, its collection would be greater from areas where higher 
numbers of FIFO workforces are used.  These funds would then contribute to lower prices through subsidy. 
Concerns have been raised by Commonwealth Treasury that because of this, the proposed Commonwealth 
change in legislation would ‘treat States differently’, and thus contravene the Constitution under: 
 

§ s. 51(ii) relating to tax discrimination between States, 
§ s. 99 relating to laws or regulations of trade, commerce or revenue that give preference to one State over 

another, and/or 
§ the Melbourne Corporation doctrine which states the Commonwealth does not have the legislative power 

to control or hinder the States in the execution of their functions. 
 
This concern is unfounded, and happens to be is identical to that raised and unanimously dismissed by the High 
Court in Fortescue Metals Group Limited and Ors v The Commonwealth of Australia [2013] HCA 344.8 
 
The Court ruled that none of these concerns were relevant to Minerals Resource Rent Tax Act 2012 (Cth) ("MRRT 
Act") and the Minerals Resource Rent Tax (Imposition–Customs) Act 2012 (Cth), Minerals Resource Rent Tax 
(Imposition–Excise) Act 2012 (Cth) and Minerals Resource Rent Tax (Imposition–General) Act 2012 (Cth) ("the 
Imposition Acts") because the legislation applied equally across all States, as will the Pilbara Regional Council’s 
proposed reforms.  
 
These pieces of legislation taxed mining profits after a profit of $75m, and were built to consider mining royalties 
collected by the State Governments, a much greater imposition into State affairs than the Pilbara Regional 
Council’s proposed reforms, and yet they were unanimously dismissed. 
 
Additionally, should the Constitution truly preclude the Commonwealth from treating States differently through 
national legislation that has unequal financial outcomes across States, the Pilbara Regional Council humbly asserts 
that Treasury consider this in the context of the GST. 
 

                                                        
8 The Pilbara Regional Council acknowledges this argument was formulated using information from the Australasian Legal Information Institute 
(AustLii), a joint facility of the University of Technology Sydney and University of New South Wales faculties of law. 
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