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Tax Reform in Australia
—— Introdution of GST —

Junshichiro Yonehara
Otemon Gakuin University

A new tax system was introduced in Australia on July 1 2000. A major element
of the new tax system is the introduction of goods and services tax with a rate of 10%5.
The whole revenue from this GST is destined for revenue supports grant to state and
territory governments. And any alteration of tax rate of this GST needs unanimous
consents of commonwealth, state and territory governments.

The introduction of GST is accompanied by the abolition of the old wholesale sales
tax and reduction of income tax.

An entity carrying on an enterprise with annual turnover of $50,000 or more
($100,000 or more for non-profit organization) must register for GST. Those who
supply taxi travel must register for GST irrespective of his annual turnover,

Most goods and services consumed in Australia are subject to GST. But there are
some supplies such as foods, education and health services which are GST-free.

However, it is not so easy to discriminate tax—free goods from taxable goods. For
instance, in the case of foods, section 38 -2 of the GST Act provides that a supply of
foods is GST—free.

But section 38 -3 provides that a supply of foods will not GST-free where the
supply is of :

1) food for consumption on the premises from which it is supplied ; or

2) hot food for consumption away from those premises ; or

3) food of a kind specified as being subject GST or food that is a combination of

1 or more foods at least one of which is food of such kind ; or

4) food of a kind specified in the Act as being subject to GST.

(1) Thus, when a bar serves orange juice to a customer, though orange juice is
ordinary GST-free, the supply of orange juice to the bar customers are GST
taxable.

(2) A road-side vender supplies a hot dog sausage in a bread roll. Although the
bread roll would ordinarily be GST—free, when supplied as a single item (ie a
hot dog) the supply becomes subject to GST.

(3) Sch 1 of sec 38-3 defines GST applies to food marketed as a “prepared
meal” which includes items such as curry and rice dish, fresh or frozen
prepared lasagna, sushi, and so on.

(4) Sandwiches, Pizzas, Hotdogs, Confectioneries, Cakes, Doughnuts, Scones, Ice—
creams, and Biscuits are all subject to GST.
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