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INDUSTRY NEWS

HE COALITION’s Fightback!

reform package is aimed square-

ly at restoring Australia’s inter-

national competitiveness. It is an
integrated strategy which will produce
two million additional jobs by the end of
the decade and halve the current un-
employment rate as well as repay about
$13 billion in govemment debt.

It is a strategy that requires some dif-
ficult decisions (as in reducing govem-
ment expenditure) and a major reform of
the taxation system that will abolish
many of our existing and inefficient in-
direct taxes and introduce a broad based
goods and services tax.

These changes are essential if jobs,
incentive, opportunity and reward are to
be restored to Australians. A Coalition
Government will have the courage to
implement them. We will do so in a way
that is equitable and that enables many
other reforms that will make Australian
society more genuinely fair.

In the area of taxation reform and
specific policy initiatives include:

Personal Income Tax Cuts

* The largest personal income tax cuts
in Australian history (a 30 per cent
reduction of around $13 billion);
The abolition of seven taxes including:

* wholesale sales tax;

¢ payroll tax;

¢ petroleum products excise;

* superannuation lump sum tax;

¢ customs duties (to be phased out by

the year 2000);
® training guarantee levy; and
* the coal export duty.
¢ Significant cuts in capital gains tax

and fringe benefits tax;

Changes to the capital gains tax to
provide significant tax relief, incentives
and retirement benefits for small busi-
ness people, farmers and small investors;

Dr D. Hewson, MP

The introduction of a 15 per cent
goods and services tax (GST) on 1 Oc-
tober 1994 with specific items zero-rated
or exempt that will:

* reform and simplify Australia’s
grossly inefficient taxation system;

* boost our national productivity and
savings;

* cnable greater international competi-
tiveness by slashing taxes on business
by at least $20 billion;

® assist in reducing marginal tax rates
and thus increase incentives to work,
save and invest; and make the tax
system fairer by reducing avoidance
and evasion.

The Goods and Services Tax
(GST)

Within the Coalition’s extensive
Fightback! policy documentation is a
detailed technical manual on how the
proposed goods and services tax will
operate.

In the run up to the next election we
will move towards finalisation of the ad-
ministrative and technical detail of the
new system and in this regard the Coali-
tion will consult widely with the business
community to ensure that the system is
kept as simple as possible.

The close involvement of the business
community and their professional ad-
visers at this stage of the planning will
ensure the most practical and simple sys-
tem is put in place. These professionals
are intimately aware of the needs for
implementation of the goods and ser-
vices tax.

The Goods and Services Tax
Planning and
Go-ordination Office

The Coalition has established a full-
time Goods and Services Tax Planning
and Co-ordination Office under the
chairmanship of the distinguished

The Coalition’s Fightback!
Reform Package

Australian, Sir William Cole. The Chair-
man will be assisted by a small Board of
Management.

The Coalition has accepted the offer
of the Institute of Chartered Accountants
in Australia to assist in organising the
establishment of this office. The Board
will actindependently to consult with the
Australian business community on all
administrative features of the Goods and
Services Tax consistent with the an-
nounced policy.

The Board and its seconded profes-
sional advisers will receive submissions
and comment upon the implementation
of the GST, make recommendations to
the Coalition on all aspects of the im-
plementation of the GST and prepare a
draft of the necessary legislation.

What it a GST?

A Goods and Services Tax (GST) is a
tax which is charged on the supply of
goods and services in Australia and on
the importation of goods into Australia.

To make the GST system as fair and
equitable as possible, the tax rate levied
shall be uniform and applied to the
widest range of goods and services pos-
sible.

In taxation parlance, the GST is often
described as a ‘‘multi- stage’ tax —
which means it is levied at all stages of
production and distribution, with credits
available for the GST paid on business
inputs so as to avoid double taxation.

GST is charged, except in the case of
exempt supplies, every time a business
supplies goods or services in the course
of its business activity. GST paid in this
way is collected, by the business which
supplies the goods or services, on behalf
of the Taxation Office and is remitted to
the Taxation Office at the end of fixed
periods by means of lodgement of
regular returns.

Continued on page 6
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Continued from page 5

GST is not a tax on business or its
profits. It is a tax on consumption of
goods and services in Australia. It is the
final consumer who ultimately pays the
full GST Hability. Consumers will be
compensated for this change by the
abolition of the existing wholesale sales
tax (WST), payroll tax, petrol excise and
by substantial income tax cuts, together
with various social security measures.

How GST works

The GST will be collected by busi-
nesses and organisations that are
registered with the Taxation Office.

Asa general position, any person who
is conducting a defined taxable activity
may register. However, persons conduct-
ing taxable activity in excess of a deter-
mined turnover level (which is proposed
to be $30,000) will be required to
register. Below that level of sales,
registration will be optional.

Registered persons will lodge GST
returns with the Taxation Office at the
end of fixed periods of time (proposed to
be two months for most businesses). In
these returns, the person will show total
sales and purchases he made during the
period.

The GST paid by the business on its
purchases of goods and services is called
““input tax’” and the tax charged on its
sales is “‘output tax”’.

The input tax is subtracted from the
output tax for the period to give the
amount of GST payable to the Taxation
Office for that period. This means that
business will get considerable cash flow
benefits under the GST.

If, in any period, the input tax exceeds
the output tax, the Taxation Office will
refund the excess. The Tax Office will be
required to pay interest on late payments.

GST and Buslness

Through this regular return system,
although businesses who are registered
for GST will pay GST on purchases of
goods and services, a credit (or a refund)
may be claimed for this input tax in the
GST return. Therefore, as a general rule,
no GST is borne by the business.

Exempting cases of exemption, GST
is therefore borne only by the final con-

sumer. It is not a cost to business!

A business which purchases goods
and services is entitiled to a credit for the
input tax on that purchase in the return
for the two months during which the
purchase takes place. There is no need to
wait until the goods purchased have been
sold again.

The effect of this crediting
mechanism is that the tax rolls forward at
each intermediate transaction to the point
of sale to the consumer.

A typical small business will be re-
quired to charge GST on all its sales and,
most importantly, invoices will need to
be issued showing the amount of tax
charged.

The process allows other registered
persons to claim a credit for the tax paid.

Where a business might be involved
in buying a large piece of capital, or its
expenses exceed income for any par-
ticular periods, refunds can be obtained
simply by lodging the GST return.

SEEER c".cé-?\‘:i.w\.!’ :-::-b:-‘:-t.:s

borne only

R

“GST is

by the final consumer.
It is not a cost to
business!’’

It is not necessary to accumulate these
credits until enough tax is charged to
offset the tax already paid. In fact, to
facilitate early refunds business will be
allowed to lodge returns on a monthly
basis if they elect to do so and interest
will paid if the Taxation Office is late in
making the refund.

GST will be levied on the importation
of goods into Australia. The GST will be
paid by the importer of the goods to the
government at the time the goods are
entered for home consumption. GST
payable in this way is also an input tax
able to claimed as acreditina GST return
in the same way as other input tax, ie. it
is able to be refunded if the output tax for
the relevant period is less than the total
input tax.

The present concessions applicable to
passengers baggage personal effects will
also apply to GST so that travellers will
not be adversely affected by having to
pay GST on arrival in Australia.

Defining Taxable Activities

The term taxable activity is fun-
damental to the whole concept of GST.
Only persons or businesses conducting a
taxable activity may charge GST and
claim a credit for GST paid on goods or
serviced purchased in the course of that
activity.

A taxable activity is an activity carried
on continuously or regularly whether or
not for profit. Activities carried on in the
form of a business, trade, profession,
manufacture, association or club are all
taxable activities if carried on con-
tinuously or regularly.

It includes activities carried out on a
continuous or regular basis involving the
supply of property (whether real or per-
sonal, tangible or intangible) by the way
of lease, licence or similar arrangements.

Specifically excluded are:

* An ‘“‘employee’ as defined in the in-
come tax law whose remuneration is
subject to PAYE (i.e. no GST on
wages and salaries);

® The definition of employee for in-
come tax purposes includes a director
of a company, Member of Parliament
and members of the Defence Forces
who might otherwise not be regarded
as being engaged in master/servant
relationship;

* Local Government Councillors and
other persons who, while not
employees, are entitled to remunera-
tion by reason solely of their appoint-
ment of election to an office;

® Any activity carried on as a private
recreational pursuit or hobby;

* The making of supplies of goods or
services that are exempt from GST.

Requirement to Register

As a general rule, any person (i.e. an
individual, company, partnership, unin-
corporated or incorporated society, as-
sociation of club, or the trustee of a trust
(which supplies goods or services in the
course of conducting a ‘‘taxable
activity’’ will be required to register.

On registration, each person will be
issued with a GST number.

However, persons having an annual
turnover or fee-income below a
threshold amount of $30,000, are not re-
quired to register, although they can elect
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A SIMPLE
BUT INGENIOUS METHOD
OF CHANGING
CUTTING & GRINDING WHEELS

.-

WITH RAPID
|~ CLAMPING SYSTEM

% NO SPANNERS REQUIRED FOR
WHEEL REPLACEMENT OR REMOVAL

% WHEEL GUARD ADJUSTMENT
WITHOUT TOOLS

% 12 MONTHS WARRANTY
% AVAILABLE SIZES: 125mm (5”)
180mm (77)
230mm (9”)
CALL NOW FOR MORE INFORMATION

FEIN POWER TOOLS (AUSTRALIA) PTY. LTD.
134 BONDS ROAD, RIVERWOOD, NSW 2210
TELEPHONE (02) 534 3533 (008) 22 5543
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