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A. General Outline

TheSales Tax LawsAmendmentBill (No. 1)1992will reducethe rateof salestax
that applies tocertainpassengermotorvehicles,from 20% to 15%.

2. Thechangewill apply to anytaxabledealingwithmotorvehiclesthat occurson or
after27 February 1992.

B. flnancial Impact

3. Thecostof theproposedchangewill be$40min 1991-92,$185min 1992-93,
rising to $275mby 1995-96.
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C. Background

Goodsare taxed at different rates

4. Most goodsaxesubjectto salestaxat the “generalrate” (which is currently 20%),
unlessthegoodsarelistedin anyof theSchedulesto theSalesTax(Exemptionsand
Classifications)Act.1935(the (E & C) Act). Goodsincludedinany Scheduleto the
Act aretreatedasfollows:

First Schedule - listedgoodsare exemptfrom tax;

SecondSchedule - taxedat arateof 30%;

Third schedule - taxedat arateof 10%;

FourthSchedule - taxedat arateof 20%;

Fifth Schedule - taxedat arateof 20%.

Taxation of motor vehicles

5. Under the current law, motor vehiclesare taxed at either the 20% or 30% race,
Vehiclestaxedat the20%rateare listedin theFourthSchedule,which covers
commercialmotorvehicles,andtheFifth Schedule,which coverspassengermotor
vehicleswith a wholesalesalevalueof $30,505or less. Vehiclesthat aremotorcars
or stationwagons(including four-wheeldrive vehicles)that havea wholesalesale
value above$30,505aretaxedat 30%(item 61 of theSecondSchedule).

6. Thethresholdamountof $30,505is thewholesalesalevalueequivalentof the
motorvehicledepreciationlimit determinedundersection57AFof the IncomeTax
A.csessmentAct /936. This thresholdamountis calculatedby aformulasetout in
item 61 of theSecondSchedule.The currentmotorvehicledepreciationlimit is
$45,462.

7. Motor vehiclesthat arespeciallyfitted out for transportingdisabledpersonsin
wheelchairsaretaxedat20% regardlessof their wholesalesalevalue. This is
achievedby excludingsuchvehiclesfrom item61.

I



5 Sales Tax Laws Amendment Bill (No. 1) 1992

D. Explanation ofthe amendments

8. TheBill will reduce,from 20% to 15%,the rateof tax applicabletocertain
passengermotorvehicles. Vehiclesthat will qualify for the 15%rateof tax will be
passengermotorvehiclesof thekind referredto in heading8703in Schedule3 to the
Customs TariffAct 1987. The reductionin the ratewill apply to both Australian-
manufacturedandimported vehicles.

Definition of ‘passengermotorvehicles’

9. ‘Passengermotorvehicles’for thepurposesof heading8703aredefinedto be
motorcarsandothermotorvehicles(including stationwagonsandracingcars)
designedfor thecarriageof 2 or morepersons.Thesevehicleswill includesedans,
coupes,taxi-cabs,stationwagons,four-wheeldrivecarsthatare notoff-roadvehicles,
tourersandsimilarpassengervehiclesthat:

(a) if imported,areclassifiedunderheading8703;or

(b) if manufacturedin Australia,would beclassifiedunderthat headingif
they had beenimportedintoAustralia.

[Clause61

10. Vehiclesthat arespecificallyexcludedfrom thedefinitionof passengermotor
vehiclesareambulances,hearses,policevans,amphibiousvehiclesandoff-road
vehicles.

lClause6I

Note: The definition of passengermotorvehiclesis containedinAdditional
Note5 toChapter87 in Schedule3 of theCustomsTariff Act 1987.

I I. Only passengermotorvchiclcsthathavea wholesalesalevalueof $30,505or
lesswill beeligible for the reducedtax rateof 15%. •Theonly exceptionto this rule
will be vehiclesthatare speciallymodified to transportdisabledpersonswhile seated
in wheelchairs.

Motor Vehiclesnot coveredby heading8703

12. Mocorvehiclesthatare not passengermotorvehiclesfor thepurposesof heading
8703 undertheCustomsTariff Act will continueto be taxedat the20% rate.
Vehiclestaxedat the20% ratewill includepanelvans,delivery vans,utilities,dual
cabs,jeeps,trucks,off-roadfour-wheeldrive vehicles,lorries andmotorbuses.

13. Theonly exceptionto the20% tax ratewill beoff-road four-wheeldrivevehicles
that aremotorcarsor stationwagonsandwhich haveawholesalesalevalueabove
$30,505. Thesevehicleswill be taxedat30%.
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14. Item 1 in theFourthSchedulecoversmotorvehicles‘of a kind ordinarily usedfor
commercialpurposes’.Theitemwill beamendedso ~.hatit nowappliesto all motor
vehiclesnot taxable at the 15% or. 30% rates(with the exceptionofcertain vehicles
specificallyexcludedfrom the item). It will apply to vehicleswhetherornot theyare
of a kind usedfor commercialpurposes.

[Clause5]

The definition of ‘salestax rate’

15. Item 61 in the SecondScheduleto the (E & C) Act contains the formula usedto
calculatethewholesalesalevalue thresholdabovewhich vehiclesare taxedat 30%.
Oneof thecomponentsof the formulais the ‘salestax rat?, which is specifiedto be
the rate of tax applicable to goodscoveredby the Fifth Schedule(currently 20%).
The reduction in the Fifth Schedulerate to 15% would havethe effectof increasing
the wholesalethresholdamount. In orderto avoidthis,the formulawill beamended
to retainthe salestax rate at 20% (i.e. 0.2).

[Clause4]

Amendmentstotherateof tax

16. SalesTax is imposedby theSalesTaxActs(Nos.1-9)1930. TheBill will
amendthese Acts to impose a tax rate of 15% on motor vehiclescoveredby the Fifth
Schedule.

[Scheduleto the Billi

E. Commencementdate

17. TheBill will comeinto effect on 27February1992.
[Clause21

18. TheBill will applyto taxabledealingswith passengermotorvehiclesthatoccur
on andafter27 Febniary1992.

[Clause8]
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