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PO BOX 6022
PARLIAMENT HOUSE
CANBERRA ACT 2600

Telephone: 02 62777340
Facsimile: 02 6273 3420

www.treasurer.gov.au

1:6 JUN 708

J G Rainbow
PO Box 3820
ROBINA TOWN CENTRE QLD 4230

Dear Mr/s Rainbow

Thank you for your letter of 7 February 2008, originally directed to the Prime Minister, concerning
the goods and services tax (GST) being payable on body corporate levies. Your letter has been
referred to the Treasurer as he has portfolio responsibility for this matter. The Treasurer has asked
me to respond to you. I apologise for the delay in responding.

The Government believes that it is important to listen to the views of the community and welcomes
your views. The Government also accepts that the issues raised and the views expressed are
important to the people who raise them and therefore treats those views with respect and
endeavours to respond in a timely fashion. However, the Prime Minister and the Treasurer receive
a large volume of correspondence from individuals and cannot respond personally to all
correspondents.

As you would know, any supply made by a GST registered entity in the course of furtherance of an
enterprise that is made for consideration and is connected with Australia, is a taxable supply on
which the GST is payable. An entity, including a body corporate, is required to be registered for
GST purposes, if its annual turnover is or exceeds $75,000. The threshold is $150,000 for entities
that are non-profit bodies. A body corporate that is registered for GST is required to remit GST to
the Australian Taxation Office (ATO) when it levies contributions to its sinking and administrative
funds as these amounts are regarded as consideration for the services supplied by the body
corporate. However, in general a registered body corporate can claim input tax credits for the GST
included in acquisitions that it makes thereby ensuring that the body corporate does not pay any
GST on its inputs.

In your letter you suggested that the GST should not apply to levies paid to body corporates. You
argue that body corporates are merely a conduit to group funds from several petsons to later pay for
goods and services, that they are non-profit organisations rather than businesses, and that they do
not supply any goods and services at the time levies are paid. You also raise concerns that applying
GST on such levies imposes significant compliance costs for body corporates.




The GST is most efficient when applied as broadly as possible, with exemptions kept to a
minimum. To this end, any entity that is carrying on an enterprise may be required to register for
GST. This includes business trading enterprises, religious and non-profit organisations and
government agencies and departments. The registration threshold of $75,000 (or $150,000 for
non-profit organisations) is designed to avoid excessive compliance costs for very small enterprises.

However, many small enterprises choose voluntarily to register for GST in order to claim input tax
’ﬁcredits for GST paid on their purchases.

csumebls 251 -

el &Sf‘z‘he GST is not a tax on profit making, rather it is a tax on private final consumption in Australi

g»fl;; In the case of a body corporate, its obligations to its memm;
laws. Generally, a body corporate charges levies on its members in exchange for its obligations to
manage and maintain common property now and into the future. In this respect it is not a simple

transfer of money, but rather a payment for service. The Government is satisfied that this service,
like other services, should be subject to GST.

While a body corporate may be controlled by elected committee members, they are acting on behalf
Y.+t hatsof the body corporate itself, which under State and Territory laws is a separate legal entity.. This
73 4o domeans that the body corporate has rights and obligations that exist, at law, independently from its
W & embers. This is similar to an incorporated company, which exists independently from its
wel shareholders. The relationship between a body corporate and its members is further governed by
mﬂw}?ﬁwlegislation, as well as the by-laws of the body corporate.

The record keeping requirements under the GST are intended to strike a balance between
minimising the burden for taxpayers and ensuring that the integrity of the GST system is upheld.

' In most cases it is only necessary to keep GST records for five years, rather than for 10 years as you
suggested. You may seck guidance on record requirements by calling the ATO on 13 28 66.

Finally, I note that the GST applies broadly to goods and services. GST revenue is paid to the
States and Territories and provides them with a secure source of revenue to provide essential
community services such as health and education. There are a limited number of exemptions to the
GST in areas such as food, education and medical services. Additional exemptions to the GST
would, over time, add to the complexity of the tax system, create new anomalies and lead to calls
for further exemptions. They would also undermine the revenue base of the States and Territories.
I note that under the Intergovernmental Agreement on the Reform of Commonwealth-State
Financial Relations any change to the GST base requires the unanimous agreement of the States

and Territorics.

I trust this information will be of assistance to you.

Yours faithfully

Leonie Holloway 7 ..
Departmental Liaison Officer (Taxation)
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