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GeneralOutline

TheSalesTaxLawsAmendmentBill (No.1)1991will reducethe ratesof
salestax thatapplyto ‘luxury’ motorvehiclesto asinglerateof 30%.
Thesevehiclesarecurrentlytaxedatratesthatrangebetween30%and
50%.

Thechangewill applyto anytaxabledealingthatoccurson or after
13 March 1991.

FinancialImpact

Thecostof theproposedchangewill be $15mfor 1990-91and $45mfor
1991-92.
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Background

Goodsare taxedat different rates

Mosttaxabledealingsaresubjectto salestax atthettgeneralrate” (which is
currently20%), unlessthegoodsarelisted in anyof theSchedulesto the
SalesTax(ExemptionsansiClassifications)Ad 1935. Goodsincludedin
anyScheduleto thatAct aretreatedasfollows:

First Schedule - listedgoodsareexemptfrom tax

SecondSchedule - taxedatarateof 30%

Third Schedule - taxedatarateof 10%

FourthSchedule - taxedatarateof 20%

Fifth Schedule - taxedatarateof 20%

SixthSchedule - goodsaretaxedataprogressiverateof
tax,between30%and50%,as the Value
of thevehicleincreases

Taxationof motorvehicles

Mostpassengerandcommercialmotorvehiclesaresubjectto a20% rate
of salestax(FourthandFifth Schedules).Thereis anexceptionfor
passengermotorvehidesthathaveawholesalesellingpricewhich
exceedstheamountdeterminedundertheformulain theSixth Schedule.
In thesecases,thevehidesaresubjecttoaprogressiverateof salestax
startingat30% andincreasingto amaximumrateof 50%.

Motor vehiclescoveredby theSixthSchedule

TheSixthScheduleappliesto motor vehicles(includingcarsandstation
wagonsthatarefour-wheeldrivevehides)with awholesaleselling price
thatexceedsthethresholdamountdeterminedby a formulasetout in the
Schedule.Thethresholdamountis calculatedby referenceto themotor
vehicledepreciationlimit determinedundersectionS7AFof theIncome
TaxAssessmentAd 1936.

For thecurrentfinancialyear(2990-91),theSixth Scheduleappliesto
motor vehiclesthathaveawholesalesalevaluein excessof $30,233.This
is calculatedby referenceto thecurrentmotor vehicledepreciationlimit
of $45,056.

TheSixthScheduledoesnotapply tomotorvehiclesspeciallyfitted out
for transportingdisabledpersonsin wheelchairs.Thesevehiclesaretaxed
at20%.
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Taxing luxury motor vehiclesat progressiverates

Eachof theSalesTax RatingActs (otherthantheAct taxingroyalties)
taxesmotorvehicleslisted in theSixth Scheduleaccordingto aformula
setout in thoseActs. This formulahastheeffectof taxing‘luxuryt motor
vehiclesataprogressiverateof taxstartingat30% andincreasingto 50%
asthevalueof the vehicleincreases.

Explanation of the amendments
TheBill will reducetherateof salestax thatappliesto ‘luxury’ motor

vehiclesto 30%.

Theexistingmechanismfortaxing ‘luxury’ vehiclesis:

theyareindudedin theSixth Scheduleto theSalesTax (Exemptions
andClassifications)Act (seediscussionunder“Background”);

theyaretaxedby theSalesTax RatingActs,which imposesasystem
of progressivelyincreasingratesof taxbetween30% and50% on
~oodscoveredby theSixthSchedule(alsodiscussedunder
‘Background”).

TheBill will abolishtheprogressiveratesystemon ‘luxury’ motor
vehiclesandimposeauniformrateof 30% on thesegoods. It will do this
by:

repealingtheSixthSchedule[Clause71. ThisSchedulecontainsonly
oneitem andit appliesonly to luxury motorvehicles;

amendingtheSecondSchedule(~oodstaxableat30%)by including
anewitem (Item61) thatis identicalto theitempresentlyin the
Sixth Schedule[Clause4]. Theeffectof this amendmentis to tax
luxurymotorvehiclesat30%. Thereis no differencebetweenthe
wordingof item61 andtheitem presentlyin theSixth Schedule.

Commercial Vehicles

TheFourthSchedulelistscertaincommercialmotor vehidesthatare
taxableat20%but specificallyexcludes‘luxury’ motorvehiclescoveredby
theSixth Schedule.TheBill will amendtheFourthScheduleto continue
toexclude‘luxury’ motor vehiclesfollowing their transferto theSecond
Schedule[Clause51.
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Passengervehicles

TheFifthSchedulelistscertainpassengervehiclesthataretaxedatthe
rateof 20% but specificallyexdudes‘luxury’ motor vehiclescoveredby
theSixth Schedule.TheBill will amendtheFifth Scheduleto continueto
exclude‘luxury’ motor vehiclesfollowing their transferto theSecond
Schedule[Clause61.

ConsequentialAmendments

The mechanismfor proposingtheprogressiveratesof taxon vehicles
coveredby theSixth Scheduleissetoutin paragraph4(c)(a)andsection5
of theSalesTaxActs(Nos.1-9)1930. With therepealof theSixth
Scheduleby this Bill, theseprovisionshaveno furtherapplicationand
will berepealed[Clause81.

Section6ofSalesTa.xActsU~Jos.HA and11W1985 refersto goodsnot
coveredby theSixth Schedule.Thisreferencehasalsobeenrepealed.

DepreciationPriceLimit

Themotorvehicledepredationpricelimit undertheIncomeTax law is
alteredeach1 July in line with movementsin theConsumerPriceIndex.
This meansthatthewholesalesalevaluewill alsoaltereachyear. The
Commissionerof TaxationwÜIannouncethewholesalesalevalueand the
equivalentretaÜ price that is to applyto ‘luxury’ motorvehiclesfrom 1 July each
year.

Motor vehiclesfor transporting disabledpersons

Motor vehiclesthathaveawholesalesalevalueabovethelimit because
theyhavebeenspeciallyfitted out for transportingdisabledpersons
seatedin wheelchairswill remaintaxableatthegeneral20%rate. These
vehiclesare:

• vehiclesknownas‘Metrocabs’thatarespeciallymodifiedwith floor
clampsto hold wheelchairsin placeandrampsto facilitatewheeled
accessin andout of thevehicle;and

• othervehiclesthatarefittedout in asimilar fashionto ‘Metrocabs’.
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Commencementdate

The Bill will comeinto effecton 13 March 1991. [Clause21

It will apply to taxable dealingson motor vehiclesthat occur on or after 13
March 1991 [Clause91.

Note: Section 3 of the Acts Interpretation Act 1901
providesthatwherean Act is expressedto come
into operation on a particular day, it shall come
into operation immediately after theendof the
precedingday. Thereforetheamendmentwill
apply to taxabledeaLingsthatoccurafter 12pm
midnightonthe 12 March 1991.
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