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‘THE DUTIES OF THE COMMITTRE.

Scotion 8 of the Public Accounts Committee Aot 1951 rends as follows :—

8. The duties of the Committeo are—

(a) to examing the acconnts of the receipts and expenditure of the () lth and each
statement and roport transmitted to the Houses of the Parlizment by the Auditor-General
in pursuance of sub-seetion (1) of scction ffty-threo of the dudit ot 1901 1950 ;

(8 to roport to both Houses of tho Parliment, with such comment as it thinks fit, any items
o matters in thoss accounts, statements and reports,. or any eircumstances conneoted
with them, to which the Committes i of the opinion that tho attention of the Parliasment
should be direoted ;

(¢} to report to both Houses of the Parli any alteration which the Commi hinlos
desirable in the form of the public accounts or in the method of keoping them, or in the
mode of rectipt, control, issue or payment of public moneys ; and

by cither House of the Porlinment, and 1o report to that House upon that question,
and include such other duties ag are assigned to tho Commi by Joint Standi g Orders approved by both
Houses of the Parliament,
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"JOINT COMMITTEE OF PUBLIC ACCOUNTS,

"SEMENTH

REPORT.

ADMINISTRATION: OF SALTS TAX,

INTRODUCTION.

1, The Committee sclected for examination the
accounts covering the administration of sules tax by
the"Taxation Department to gfford it an introduction
to the methods of Revenue.Depaviments. . For that pur-
poso.dt-sat. in Canberra on 21st August, 1953, The
Cominittee, of course, is not concerned with taxation
policy ;. in its. examination of..the.accounts it has.con-
fined itself to such matters as () the level of adminis-
trative costs, (5). the administrative costs.in.rclation to
revenue collected, and (c) the effectiveness of the

hod in .collecti ion. under the Acts

i used.-in
administered. by, the Department.

2.'The Committee noted that the Auditor-Genoral
bad' ¢ertified to the correctness of “the accounts within
the. limits of his audit, Tt.obtained stateménts from
the: Department -on aspects- ‘of ther administrationt
axd: dis d'them with wi

HISTORY QF SALES TAX.

3, The Department presented a statement outlining
the history of sales tax-to the Comritittee, and:that state-
ment is filed as an exhibit in theso proceedings. " The
following paragraphs iniclude, in abbreviated fyrmn, the
main stages in the history of the development of sales
tax.

_4.. Sales.tax. was. first introduced into the Common-
wealth fiseal system in. 1930,

5. As-o_general. objective the tax.is designed to f3ll
upon the final wholesale sale of goads wlich are sub-
ject to-the tax, i.e., at.the point where the goods urc sold
either by the manufacturer or.wholesaler to 2 retailer
or gL,

6. All manufacturors and wholesal: merchants who
are taxpayers as preseribed in.the:Sales Lax Assessmont
Act (No. 1) 1930-1958, are required to register with
the Department and to make montbly Yeturns. The
tax 'on importéd goods which are subject to sales tux
and which are not shbsequeritly sold** by wholesale ”

)

'le‘BT/l—HMMMI» aubmitted ! by ‘the. of:

lishment abd Siaff employed, ;Gabers} History of Sales Tax, Procedure
for the Assessment, Collection ‘and Accosnting of Sales Tax and Sales Tax
Statistics,” §T/2—-Siatement. submitied by the Taxpayers' Asoclition of
New Bouth Wales. ST/3~—Comments by Commissloner of Faxation onStatement
nubmitted by Taxpayers Amociationof New Soutit Wales, ‘ST/4—EstAblishment
and Staff Siatistics fromr the' Covemismioner'of Taxation, + 8T/5<Statement by
Auditor-Genersl dated 10th Avgust, 1953,

is' ¢ d' by the Customs Department-at the ports of

en{ry.

7.+ The:following:table shows the volume of the collce-
tions and the rates.of tax imposed during the years of
operation of 'this tax:—

STA’.I.‘I_STICAL HISTORY OF‘SALES TAX.{a)

+ Percentage of Sales
- Fishncls! Year, Gl Tex | TabOoliectionto Rates of Tax. Iuration of Operatton of Tates,
1. Collections.®
'£'000. *'Per ‘oent. Porcent.
» ‘ 3,473 N34 2% to 10.7.1031
1931-32 . . 8425 +16.0 11,7:1931 to 25.10,1033
32-33 9,369 18,7 A

1933-34 . 8,696° 16 5 . {.26.10.1933 to 10.Q.1036
934-35 . . ,554 4.6

1935+-36 . " 9,432 *14.8

936-37 - 8,008 12.7 4 i

937238 . 8024 e

03839 . ~9308 12.6 B8

939--40 .o 121961 13,8 8

04041 . +10,768 +15.8 8%

04142 26,830 14.9 5, 10 and 15

. 28848 1.3 5, 10 and'20
. . - 27,009 +0.2 12} and:25 1.5:1942 to 20.7.
4445 .- . + 29,672 .8 14,124 and~258 -21,7:1843-t0-14.11:1940
* 33,600 .8 10 and 25 15.11.1046 to 8.9.1040
7 -138,265 o
4748 . 1184720 4
9 . . 39,020 8.3 s
. 42,425 . 8}; ahd 25 i1 8.9,1040 to 12.10.1950

950-51 . . .- 87,173, .0 18}, 10, 25 nud: 333 i

195152 . . 195,468 4104 124, 20, 2 and 33}, 50 and 66

852-63+ .. . . 189,087¢ 101t 112§, 20, 33f-and 601 7.8.1052 0 1

-8, From tho: inception of the:tax until ' 1940- the
system of.single: rate-of tax operated: and ffom thién
to:the present day-a multiple rate system-las, been.in

* Includes colicctions from Customs.and Exclao dutles,

't Beo foatnoto (a) below.

greater degree, of, dissection of invoices and docurrients

by vendors of goods...Its virtueis-that it introduces a

d,egrec of progreasion intoitha. tax because i* enables a
e o

force. This.multiple.system 0 s of two
different. rates,sometimes three, at one time, six-and.at

present four rates,® The mulliple rates system is more
diffioult and gxpensive to admiiiater. Tt alsa canses n

| (@)1 Thous Séured woce peepared byt the. Dephrteaént Hriorita the altérations

u&m\wmw ll\lll‘Bn’d“‘t‘lpuchnn ﬂ?h g:h bers1963.  Tho

Dumber’ of ‘ratest 0f saies tax-sre o’ ba reduced to two (124 ‘per-ctnt, and’ 16}

ke mﬂ:‘ e el ot i Dow ‘proposals Cabe. avel o

;&J,mp&:u 104 per sbutof the estimatad tolal.uiation coliéctiona ot the
4

to ba made of goods which may at any
given time bevconsidered less-necessary for-consumers:
than others,

9. Not:all godds sold'by. manufscturers.and whole-
salers to retailers aresubject to\dales tax, Since the
introduction.of. the, tax certain exemptionsshave been
granted. and, the extent of.thesa has varied. :T.\Intil- early
in, the last, war,. the:list.of exenpt:goods. wasifairly
extensive; many of these exemptions were withdrawn



during the war years, but have since been steadily
restored nnd new exemptions granted, making tho field
of goods subjeet to sales tax in rceent years smaller
than at any time sinco 1030,

ESTABLISHMENT AND STAFF.
10, The Commitico was informed that there was ]n

ings wero formulated, and that there wero branch offices
in_each capital city where the actual work of tax
collection was undertaken. There was not a sepurate

Dlisk for the administration of snles tax at
the branches, for sales tax was collected along with
other taxes in the one office.

11, Estimated figures were, howover, placed hufore

bead office in Canberra where the ad tive rul-

the Cs a8 follows

TABLE No. 1,—ESTIMATE OF STAFF EMPLOYED ON SALES TAX ADMINISTRATION.

- Head Office,

All States, l Total.

Officors employed in Soles Tox—
Wholly .. . . . 1
Partially . . 22 for about 46

14 146

45
cent, of their time— | 432 for about 51 por cent, of their time— }Sny 230
say ton full time equivalents

say 220 [0 timo equivalonts
816

19, There were also a number of officers on varied
duties, including sales tax—sevon at head offies and
fifteen at State branches. The Committee noted that,
in the case of this Department, also, the establishinent
strength wns grenter than tho number of officers
actually employed.

COST OF ADMINISTRATION OF SALES TAX,

13, The following tables give estimates of the cost
of collection of sales tax for the years 1947-48 to 1951-52
and a comparison of tho costs of collection of sales tnx
for 1951-52 with the costs of other taxes collected by the
Taxation Officei—

TABLE No. 2—~C0ST OF COLLECTION Of SALES TAX

1047-48-1051.62.
A B 1 o
Year Ended 30th Juno— Total Cott of Petcentage
Collections, | Coltection, of A
£ g %

1048 . | 34,728,570 195,300 .50
1040 . .| 30,029,276 213,336 00
1950 . 42,424,680 230,143 .50
1951 . +» 1 67,173,101 306,002 3

1052 . .. | 05,458,710 339,540 136 (a)

(a) Tha akarp decline n the percentage In 105162 was ho result of the
Inereased volumo of the collections.

TABLE No. 3~COMPARISON OF COST OF COLLECTIONS
OF SALES TAX 1051.52 WITH THE COSTS OF COLLIEC.
TION OF OTHER TAXES COLLECTED BY THE
TAXATION OFFICE.

A, 3 I oas
—_— Total Cost of Pereentage
Collectlons, ] Collection. of A.
£ £ %
Salos Tax .. 95,458,718 | 330,649 46
Tncomo Tax {a) 551,142,808 | 5,026,444 0
Land Tax .. | enoswos | mazms2 | 3.0t
Estate Duty L1 rariese s509 | 1M
Wool Contribution
argo .. .| 2230008 13,570 .01
Pay.roll Tox 1 aT100000 | 100,102 45
Gl Doty v, 7 "L202408 30003 | 264
;Entorlainmunt il‘x:lx . 6,160,546 07,373 1.08
tovedorio, ndustry
Chargo .. T se0s 2,127 .30
‘ 707,802,300 | 5,074,818 84

(@) Inchuding Soctal Servlces Contribution and Wool Hales Deducttons,
SALES TAX OUTSTANDING OR
WRITTEN OFF.

14, The Tasation Department supplied the Commit-
tee with statistics of the amounts of sales tax tand-

The statistics showed that the amount of sales tax out-
standing at 30th June, 1952, was £558,502 (0.50 per
cent, of total payments 1951-52) and at 30th June,
1053, was estimated to be £648,050 (0.3 per cent. of
tolal payments for 1952-53). The amount written off as
irrecoverable in 1951-52 was £20,612. The statements
are attached to this Report as Appendices Nog. 1 and 2.

15, The Commissioner pointed out that the out-
standing tax would include () amounts. for which
cxtensions of time to pay had been given and
(b) amounts due, but witlilnin the days of grace. By
comparison with other taxes, the collection of sales tax
asgossed was in a sound position.

PUBLICATION OF STATISTICS IN THE
REPORT OF THE COMMISSIONER OF
TAXATION.

16, The Thirty-first Report of the Commissioner of
Taxation to the Parlinment for 1950-51 ineludes in the
statistical appendices under each tax the figures of
taxes outstanding. Tor example, the amount outstand-
ing for income fax and social services contribution is
shown on page 189, for sales tax on page 184, for pay-
voll tax on page 172, and so on. The Report does not,
liowever, show the amount of taxes written off, by way
of relief or as irrecoverable, or the costs of collection
of each tax.

17. The Committeo is aware that the Thirtieth
Report did include summary statements of statistics
of the amounts of tax outstanding (pages 14 and, for
example, page 148), irrecoverable tax (page 18) and'
costs of collection (page 20). .
18, In P with such however, the
{ables presented to the Committee on these matters are
both informative and in o more convenient form. On
the Committee’s suggestion, the Commissioner has
agreed to consider including them in his future reports
to the Parlinmont.

PROCEDURE FOR THE ASSESSMENT,
QOLLECTION AND ACCOUNTING FOR
SALES. TAX.

19. The Commissioner submitted a short summary of
the procedure adopted by his Department for assessimg,
collecting’ and accounting for sales tax and, as the
Committee believes it will be of genoral interest, the
sumnery is attached to this Report as Appendix No. 3.

20. The Committee examined the checks and investi-
g}ntions made by the Taxation Department to cnsure
that the correct amounts of sales tax were assessed and
collected, It was informed that ench sales tax return
was subjected to a machine check for {nnt!]emngicnl‘

ing and writton off, and & comparison with other taxes.

Y, an quently to an n by a
departmental officer. The object of this internal

ckmnination was to determine whether or not tie correet
rate of tax had been applied, and to dotect any obvious
irregularities,

21, 'This work proceeded continuously and the Com-
utissioner of T'axation stated that in the'ordinary conrse
thore should be no great time lag between the receipt of
the tax return and the internal examination,

22, In addition to the internal examination, investi-
gations are made by Taxation Department staffs in the
tnxpayer’s office to determine whether the details
furnished in the veturns were correot. The Committee
was informed that many taxpayers deliberately
attempted to evade sales tax, but that the percentage was
much Jower than in the case of other taxes, with the
exception of pay-roll and entertainment tax,

23, The Commissioner wnde it clear that u receipt
for payment of sales tax was neither a cl nor a

%

(he had) been trying to ensure that whatever sales
tux they have charged will be collected ™. The Com-
mittee thinks it worth stating for public information
that there is nothing to compel the purchaser to pay.
sales tax on the retail sale price.

AUDIT OF SALES TAXATION.

28, In the MAuditor-General’s Report for the year
14714, the then Auditor-General had reported doubts
ke felt about the extent of the audit of tax gssessments.
The Commitree, therefore, asked the present Auditor-
General the position of the audit of sales tax and was
told that this audit wns being enrried out by the andit
staff on the basis of an nnderstanding reached in 1933
hetween the then Auditor-General (Mr. Corutty) and
the then Commissioner of Taxation (Mr, Ewing). This

dy ing lias been confirmed by the present Com-

defence to a now assessment. It was possible that an
error made in a return, and not apparent on the fac:
of it would not be deteeted by an internal check: it
would, however, be revealed by the ontside investigation.
When discovered, the taxpayer’s assessment v
adjusted and additional tax collected, or any overpay-
ment refunded.

24, The Commissioner stated that at present the
outside investigation worked on a cycle of about fonr
years. The cost of collecting sules tnx in 1851-52 was
£339,549, of which the cost of the outside investigations
amounted to £177,000 or 52 per cent, of the total cost.
The total amount recovered as a result of these investi-
gations was about ten times the cost. (As a matter of
interest, the cost of the internal check was estimated at
about § por cent. of the cost of collections.) The cost
of this investigation was, in his opinion, justified as
much for the psychological effect it hnd on taxpayers to
put in corvect retwrns ng for the additional revenue
recovered,

25, Continuing with this line of inquiry, the Com-
mittee sought to ascertain whether a more extensive
ontside investigation would be justified by the addi-
t]ionul taxation collected. The Commissioner agreed
that—

“if you were to incresse your investigation, you
wonld also inerease the revenuo return, but the
ratio would diminish because you would recover
less ngl’d less, the more thorough you became

He thought that it might be better to shorten the eyele of
investigation so that taxpayers’ records were, reviewed
wore often. ‘Lo do this, serious staff diffieulties would
have to be overcome, as trained staff was searce, If
staff were available, he would prefer to use it in more
profitable fields for tho recovery of other forms of
taxation,

26. It is apparent ’tlmt this is an issue which trans-

cends the 's present inv into sales
tax administration and verges upon the realm of policy.

WHOLESALE-RETAIL SALES TAX,

27. When the practice of charging sales tax was
being discussed with the Commissioner, he was informed
that some wholesale-retail firms adopted the practice of
charging sales tax o the retail price instead of at the
wholesale price.

The possibility of this course being followed was
discussed in 1030 when the sales tax legislation was
being enacted.

There is little that can be done to prevent it becanse
the purchaser seldom knows that he is being over-
charged. The Commissioner stated that ¢ for 23 years

(@) Vide Ransard Vol, 120, 5th Avgust, 1980, pp, 5271-72.

missioner of Taxation,

29. Under the arrangement, sales tax files are readily
winde available to undit staff for the purpose of earrying
ot certain checks preseribed by the audit programme.

VIEWS OF TIIE TAXPAYERS ASSOCIATION
OF NEW SOUTII WALES,

30, The Committee had placed before it views on the
administratious of sules tax by the Taxpayers’ Assoein-
tion of New South Wales, A number of the points
raised by the Association involved issues of govermment
policy which the Committee regards as boyond its
competence, The matters vaised by the Taxpayers’
Assoeiation are included in the following headings:—

(1) Delays in giving Rulings.

The Cominissioner stated that in some
cases submitted to him for rulings, delay
wonld be unavoidable, because hie may, for
example, have to ascertain what is “trade
practice ™ throughont Australia, or have to
defermine the primary or principal use of
the goods.

(2) Disputed Rulings,

Sometimes a taxpayer sceks and obtains
an oral ruling from the Taxation Office,
and subsequently, disagreements arise over
the appleation or interpretation. of the
oral ruling. The Commissioner stated that
the legislation properly required a ruling
to be in writing before it was binding upon
him, and his standing instructions, there-
for, required all oral rulings to be confirmed
in writing immedintely,

(8) Euxlension of Scope of Boards of Review.

The present right of objection and appeal
to the Board of Review against any decision
of the Commissioner of Taxation, is limited
to questions of sale value. To contest n
decision of khe Commissioner that an item
is taxable, ¥he taxpayer must resort to the
courts with the possibility of appeals, delay
and heavy expense.

The Commissioner vigorously resisted the
proposal to_cxtend the rights of naecess to
Boards_of Review. He contended that if
“chnotic conditions were to be avoided ”,
the tax should be certain when the sale in
question took place. Tn nny event, the
courts were available to the taxpayer, and
the C iasi felt it was desirable that
the diffieulties nssociated with that pro-
cedure would ensure that only unususl eases
were tested.




during the war years, but have since been steadily
restored. and new exemptions granted, making: tho ficld
of goods subject to sales tax in recent years smaller
than at any time sinco 1930,

ESTABLISHMENT AND STAFF.
10, Tho Committee was informed that there was
head offico in Canberra where the administrative rul-

ings wera formulated, and that thera were branch offices
in oach capital city where the actual work of tax
collection was undertaken. There was not a separato
blish for the administration of sales tax at
the' branches, for sales tax was collected along with
other taxes in the one office.
11, Estimated figures were, howover, placed before
the: Committee, as follows:—

TABLE No. 1.—ESTIMATE. OF STAFF EMPLOYED ON SALES TAX ADMINISTRATION.

—_— Head Offee.

AL States, Total.

Oficers employed {n Sales Tax-—
Wholly .. .- .
Partially “ .-

. H
22 for about 46

cent, of their time—
say ten full timo equivalonts

iy 148
482 for about 51 per cent. of their time—,
sy 220 fall time equivalorits f5ay 230

316

12, There were also a number of officers on varied
duties, including sales tax—soven at head office and
fifteen nt State branches. The Committea noted that,.
in the case of this Department, also, the cstablislunent
strength was greater than the number of officers
actunlly employed.

COST OF ADMINISTRATION OF SALES TAX.

13. The following tables give estimates of the; cost
of collection of sales tax for the years 194748 to 1951-52
and a comparison of the costs of collection of sales tax
for 1951-52 with-the costs of other taxes eollected by the
Taxation Office:—

TABLE No. 2.—COST OF COLLECTION OF SADES TaX

1047-48~1051-52.
A B W a
Yoar Ended 30th June— sotal Cost of ‘Percentoge
Collectlons, | Colloction, of A,
£ £ %

1948 .~ o | 84,728,670 195,300 56
1040 .. | 39,020,276 213,330 .50
1050 . 42,424,580 230,143 58
1951 o | 87,273,100 300,002 54

1952 .. | 05,468,719 | 339,549 36 (@)

(a) Tho sharp declin in the percentage fn 1051-52. was tho result of the
increased volume of tho collcctions.

TABLE No, 3—COMPARISON OF' COST OF COLLECTIONS
ALES TAX 1051-62 WITH THE COSTS OF COLLEC:
TIQN OF OTHER TAXES COLLECYED BY THE
TAXATION OFFICE.

A, B, B ay
— Total Coit ot Tercentaga
Coltections. Tollection, of A,
£ %
Sales Tax .. 05,458,719 330,640 .30
Incomo Tax {a) 551,142,806 5,026,444’ .91
Land Tax .. . 6,198,708 242,882 3.9¢
Eatate Duty . TLITL882. 86,100 L
Wool Contribution g
Cha: . . 2,230,628 13,670 .61
Pay-roll Tox .. | 37,108,006 168,182 45
Gi& Duty .. . 1,202,408 30,5 2.54
Entorteinmont Tax . 6,160,646 07,373 108
Stovedoring  Industry
Chorgo .. ~ 560,816 2,127 g
707,992,360 | 5,074,818 8441

(a} Tngluding Soclal Services Contribution and Wool-Sales Deductlods,
SALES. TAX QUTSTANDING OR
WRITTEN OFF.

14. The Taxation Department supplied the Commit-
tee with statistics of the amounts of sales tax outstand

The statistics showed that the amount.of salés tax out-
standing at 80th June, 1052, was £558,5602 (0.50 per
cent, of total payments 1951-52) and’ at 30th June,
1958, was estimated to be £648,650 (0.73 pér cent. of
total payments for 1952-58). The amount written off as
irrecoversble in 1051-52 was £26,612, The statements
are attached to this Report ag Appendices Nl_o;.‘l and'2.

15, The Commissioner pointed out that the ont-
standing tax would include (a) amounts for which
extensions of time to pay had been given and
(&) amounts due, but within the days of grace. By
comparison with other taxes, the collection of sales tax
assessed was.in. & sound ‘position,

PUBLIOATION OF STATISTICS IN THE
REPORT OF THE COMMISSIONER OF
TAXATION. -

16. The Thirty-first Report of the Commissioner of
Taxation to tho Parliament for.1950-51 includes in the
statistical appendices under cach tax the figares of
taxes ouistandi or le, tho amount d
ing for income tax and socisl services contribution is
shown on page 139, for sales tax on page 184, for pay-
roll tax on pege 172, and so on. The Report docs. not,
however, show the amount of taxes written off, by way
of relief or as irrecoverable, or the costs of collection
of each tax.

17. The Commitfee is aware that tho Thictieth

Report did include ¥ o istics
of the amounis of tax outstanding (pages 14 and, for
example, page 148), irrecoverable tax {page 18) and
costs of collection (page 20).
. 18.. In comp with such however, the
tables presented to the Committeo on these matteis. are
both informative and, in & miore convenient form, On
the Committee’s. suggestion, the Commissioner has
agreed to consider inelnding them in his futuve roports
to the Parliament,

PROOEDURE _FOR  THE ASSESSMENT,
COLLECTION AND ACCOUNTING FOR
SALES TAX. -

19, The Commissioner submitted & short summary of

the procedure adopted: by his Department for assessing,.

collccting and accounting for sales tax and, as the
Committee believes it will be of general -interest, the
summary is attached to thig-Report as Appendix No. 3.

20, The Committee examined the-cliecks and jhvesti-
gations made by the Taxation Department to ensure
that tha correct amounts of sales tax were assessed and’
collected, It was informed that each sales tax return
was subjected to a mgchiine check' for ;natl.mmaeical

ing and written off, and & comparison with other taxes.

racy;. en q o an by o
departmental officér., The object of this internal

Ed

P

cgamination was to determine whether or not the correct
rate of tax had been applied, and to detect any obvious
irregularitics.

21, This work proceeded continuously and the Com-
wissioner of Taxation stated that in the ordinary conrse
there should bo no great time lag between the receipt of
the tax return and the: internal exnmination,

22. In addition to the internal examination, investi-
gations are made by Taxation Department staffs in the
taxpayer’s office to determine whether the detnils
furnished in the returns were correet. The Committee
was informed that many taxpayers deliberately
nttempted to evade sales tax, but that the percentage was
much lower than in the case of other taxes, with the
excoption of pay-roll and entertainment tax.

28. The Conunigsioner made it clear that  receipt
for payment, of sales tax was neither o clearance nor a
defence to a new assessment, It was possible that an
crror made in a return, and not apparent on tho facs
of it would not be detected by an internal check: it
would, however, be revealed by the outside investigation.
When discovered, the taxpnyer’s assessment was
adjusted and_additional tax collected, or any overpay-
ment refunded.

24, The Commissioner stated that at present the
ouiside investigation worked on a cycle of about fonr
years. The cost of collecting sales tax in 105152 was
£339,549, of which the cost of the outside investigations
amounted to £177,000 or 52 por cent, of the total cost.
The total amount recovered.as o result of these investi-
gations was about ton times the cost, (As a matter of
interest, the cost of tho interna! check was estimated nt
about 8 por cent. of the cost of collections.) The cost
of this investigation was, in his opinion, justified as
much for the psychological effect it had on- taxpayers to
put i correet retnrns as for the additional revenue
recovered,

25. Continuing with this line of inquiry, the Com-
mittee sought to ascortain wlhether a more extensive
outside investigation would be justified by the addi-
tionul taxation collected. The Commissioner agreed
that—

“if you wero to inmcrease your investigation, you

would also increase the revenue return, but the

ratio would diminish beeause you would recover

less agd Jess; the more thorough you became
He thought that it might bo better to shorten the oyele of
investigation so that taxpayers’ records were, reviewed
more often. To do this, serious staff difficultics would
have to be overcome, as trained staff was scarce, If
staff wero available, he would prefer to use it in more
profitable fields for the rccovery of other forms of
taxation.

20, Tt js apparent that this is an issue which trans-
cends_the Committee’s present i igation into sales
tax administration and verges upon the realm of policy.

WHOLESALE-RETAIL SALES TAX,

27. When the practice of charging sales tax was
being di d with the C: jssil Ie was inf d
that some wholosale-ratail firms adopted the practice of
charging sales tax on the retail price instead of at the
wholesale price,

The possibility of this course being followed was
disenssed: in. 193019 when the sales tax Iegislation was
being enacted.

There is litfle that can be done to prevent it because
the purchaser seldom knows that he is being over-
charged. The Commissioner stated that “ for 23 years

(1) Vide Hansard Vol. 126, Sth August, 1030, pp. 527172,

1

(o had) been trying to cusure that whatever sales
tnx they have charged will be colleoted ™. The Com-
mittee thinks it worth stating for public information
that thero is nothing to compel the purchaser to pay.
zaley tax on the retail sale price.

AUDIT OF SALES TAXATION.

28, In the Auditor-General’s Report for the year
1947-48, the then Auditor-General had veported doubts
ho felt about the extent of the audit of tax assessments.
The Committee, therefore, nsked the present Auditor-
General the position of the audit of sales tax and was
told that this audit was being earried out by the nudit
staff on the basis of an understanding renched in 1833
between the then Auditor-General (JMr, Cerutty) and
the then Commissioner of Taxation (Mr, Ewing). This

di ding has been confirmed by the present Com-
missioner of Taxation,

29. Under the arrangement, sales tax files are readily
mnde available to audit staff for the purpose of carrying
out cortain checks preseribed by the audit programmnie.

VIEWS OF THE TAXPAYERS' ASSOCIATION
OF NEW SOUTH WALES.

30. The Committee had placed before it views on the
administrations of sales tax by the Taxpayers’ Associa-
tion of New South Wales. A number of the points
raised by the Association involved issucs of government
policy which the Committee regards as beyond its
competence. The matters raised by the Taxpayers’
Association are ineluded in the following headings :—

(1) Delays in giving Rulings.

The Commissioner stated that in some
cases submitted to him for rulings, delay
would be unavoidable, becanse he may, for
example, have to naseertain what is “trade
practice " throughout Australia, or have to
determine the primary or principal use of
the goods.

(9) Disputed Rulings,

Sometimes. a taxpayer sceks and obtains
an. oral ruling from tho Taxation Office,
and subsequently, disagrecments arise over
the application or interprefation of the
oral ruling. The Commissioner stated that
the legislation properly required a ruling
to be in writing before it was binding upon
him, and his standing instructions, there-
for, required all oral rulings to be confirmed
in writing immediately.

(8) Euxtension of Scope of Boards of Review.

The present right of objection and appesl
to the Board of Keview against any decision
of the Commissjoner of Taxation, is limited
to. questions of sale value. To contest a
decision of the Commissioner that an item
is taxable, the taxpayer must resort to the
courts with the possibility of appenls, delay
and heavy expense,

The Commissioner vigorously resisted the
proposal to_extend the rights of access to
Bogrds of Review. He contended that if
“chnotie conditions weyre to be avoided ”,
the tax should be certain when the sale in
question took place. In any event, the
courts were available to the taxpayer, and
the C issi felt it was desirable that
the difficulties associated with that pro-
cedure would ensure that only unusual cases
were tested,
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and Pay-roll T'axes.

The Commissioner agroed that, in prin-
ciple, decentralization of his administration
was desirable and, indeed, if the collection
of income tax in Australin by one authority
beeame stabilized, some decentralization
would be essentinl,

A\ departmental committee hnd investi-
gated the matter in 1048, and had vecom-
mended that the administration of taxes
other than incomoe tax should remain with
the eapital city branches,

The number of sales and pay-roll tax-
payers registered ot present, are as
follows:—

TAB]Lg No, 4. —NUMBER:OF SALES AND PAY-

ROLL TAXPAYERS IN METROPOLITAN
AND COUNTRY AREAS.

4) l)ecenlr«lizalllia:! of Admmstration of Sales

8

* Generally speaking, the veviewing processes of the
Board are simple dnd involve-the taxpayer in little
expense.”

“On questions of fact, n- Board's decision is final,
but an-appesl by cither party may-be made toa
vourt against » Bonrd’s decision involving'n ques-
tion of-law.”

34. These ar seem to the O ittes to apply
with equal forece to disagreements nbout sales tax. At
present, u taxpuyer can refuse to pay the tas, and the
Commissioner will proceed against him in the courts.
Ouly taxpayers with amplo resources and considerable
courage will late with pprehension. treadi
the long and expensive path of lefn] proceedings,. and
unless appeals axe tuken to the higher courts there does
not seom to-be that guarantee of eeﬂ(t‘linty in taxation

] ) k N

sought by the € The ‘thinks
that. recourse to Board-of Review on‘the basiy deseribed
in the Co issionér’s Thirtieth Report is attractive

Setropalitan | country Arces.
ales Tax oo 44,507 (7090) | 11,924 (319
Payrolltnx .. | 58500 (02%5) | 30034 (33(2)

For most arcas, the numbey of taxpayers
and the volume of inquiries from them
would not justify the expense of n- local
office.  The only local office was at New-

castle where one officor was stationed.
(5) Definition of * Aids lo Manufuaciure”.

The Taxpayers' Association suggested
that it would be of value if the rather
lengthy definition of the Sales Tax
{Bxemptions and. Clussifications) Act 1935-
1952 of “ aids to manufacture” in the First
Sehedulo could be redrafted in move precise
hanguage. The Commissioner agreed that
anything that made for coneiseness in
definition was to be desired.

81, The Committee docs not propose to comiment ou
the views of tlie Taxpayers’ Association on (1) Delays
in giving Rulings, (2) Disputed Rulings and (4)
I lization of Admini ion of Sales and Pay-
roll Taxes; it supgests that the view put forward on
(5) Dofinition of “Aids to Manufncture” might be

idered by the C issi of Taxation.

32. In regard to (3) Extension of Scope of Boards
of Review, the Committee feels that even if this matter
does depend upon policy, -the suggestion wnrrants
further consideration, The present position. is that the
taxpayer may nppenl to the Boned of Roview on sale
value, but must go to the courls on questions whethgr
the item is taxable.

38. The origin of Boards of Roview is deseribe
the Commissioner’s Thirticth Report, page 22, as

« dosigned to meot the demands of taxpayers for a

more readily accessible and less expensive tribunal
for the settl f disputes over than
could: b obtained in the courts.”

and ghould facilitate the settlement of disputes regarding
the interpretation of linbility for sules taxation.

35. The plea of the possible increase in the number
of appeals is seareely n vewsonable argument against
that view.

6. The Committee is fortified in this view by the
provisions for appeal on all grounds and with certain
time limits, in the Entertainment Tax Assessmont Act
1942-1049 (since repealed), in the Income Taw Assoss-
ment et 1936-1062, and’in the Pay-roll T'ax Assess-
ment Act 19411053

SUMMARY OF THE COMMITTEES
OBSERVATIONS.
37, The Committce summavises the observations it
las made in this Report: .

(1) The Gommissioner hins been asked to consider
the inclusion of certain statistical informa-
tion in his annval reports.

(2) The G i has di d the ad of
ficld investigntions of tnxpnyers’ returns but
regards this ns a matter of * policy 7.

(3) The Committee suggests that the definition of
« Ajds. to Manufacture ” might be raviewed
for a possible re-statement in more coneisc
terms,

(4) The Committee suggests: that.the oxtension of
he 'scope of Bonrds .of Review “should
receive further consideration.

« Omibehalf of ‘tho Committee

o B LAND, irman.

* H
Parliament House,
Canberra;

-September, 1953,
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APPENDIX No, 1,

BALES TAX OUTSTANDING AND PERCENTAGE OF TOTAL PAYMENTS AS AT 3
T AL PAVMENTS. 301 JUNE, 1050 TO 1053 AND COMPARISON

As at 30th-June, 1880, As at 30th June, 1951, An st 20th June, 1052, | An at 30th June, 1953,*
— § |
Tax Percenta; Tax Pefeentago . Percentage Vereentage
o Tota] f Tot X Jax
Payments; l?nymoc:ln. f’-.’,?..."::.".. nﬁyxnm'a.
!
£ Por cont. £ Per cont. £ Pereent, | £ P t,
SalenTax .. 282,011 67 | 341,600 60 5 ; e
oy 558,602 50 048,050 KH
ndividua 40,601,330 19.5 12,607,237 102,061,8
Companics « 984,500 1.0 085,070 223461481 1
Tand Tax 106,737 10.8 | “ad08723 73,002 |
Estato Duty 556,000 126 | 010 | 1,087,850 1
dift Duty ~ . 40,532 0.3 02,020 125,958, ,
Entertainmonta Tax 15,003 15 .83 15,715 16,752 |
Pay-roll Tux .. 2701 skl 00, dzad 73,890 |
H 1 i

* Subject. to revinlon.

APPENDIX No. 2,

RELIER 'FROM PAYMENT OF INCOME, LAND AND PAY-ROLL TAXES GRANIED IN CASES:OF 8]
SALES, ENTEET;A[NMEN"B AND OTHER TAXES WRI’l'l‘ENfOFF AS XRRE%OVQEA%{%I.OUS HARDSHIP.

1048-19, 104050, 1950-51, 1951-52,
Rrllet. Rellef, Rellet. Reltet. |
) £ £ £ £ £ P I ! )
Salge:Tox .. . . . 2,770 . 805 .
Tngome. T und ool Sorvioos | 12z oo e
ntalbution . . 5,000 | 92,703 | 177438 | 222,207 235,847 | s 280,602 | 203
Land Taxy .. D 121 91 ‘323 11 ] B Il Mle
Pay-roll Tax .. ot = o 1,857 830 120 1,760 52 5147
Entortainments Tax. .. .. . . . 63 . Under 1 .- ‘ ]

Nore.—Thers s no provision for relicf from tho payment of Salea Tax or Entertainment Tax in gases of hﬁrdahlp.

ARPENDIX No. 3.

PROCEDYRE FOR THE ASSESéMEN’f. COLLECTION
AND-ACCOUNTING OF SALES TAX,
Sales tax operates on u eystem-of self-asscssment by tax.
payexse, Forathe: f: the- p which is
lofd., down gjn -tha -laws is fop -the-lodgment by taxpayers of

monthly returng; on-presayibed. forms which incorporate pro-

. 2. Bales tax 15 due and {mynhlu on the date that the return
is due for lodgment, which is 21 days after the close of the
month duving which the subject transactions, nets or opera-
tions have taken: pluce. The due-date for pnyment of tax, in
res&a!ect of goods imported by retnilers or consymers is the
date:of- entry of- the géods: for-home consumption.

3, Saleg..tax 5 imposed upon a “sale value” arising in
1espect of some transaction, act or operation - which. takes
place in relation to goods prodyced in or  jmported _into-
Australia for consumption in this country. In ita general

viston for, the ealewlation, by, the taxpayers themselves, of the
nmqunt ot sales tax duen respect of th nels or
aperations covered. by, thy retuiny, The retarn forms incor
pofate;provision for the receipting of chieques which should
fecompany - retukns,. . genaral, proctice is not followed
in two elussea of 2ase, viz.i—

(1): whorergoods* are-imported by retallers or consnmers,
i payable! at-the--point’ of: importation of tie
goodes, Thp-tax «is -paid-ito-the.-Customs Depart-
ment-ou «he. import entry- for -the relevant goods
in, diop; with;-the, ent-of customs and
Hrimage duties~pnd-is paid,bynthat Department

ispet:to;Connolidated Revenya; - au

(2) where the Commissioner of Taxation is, not sntisfled

with a return already -lodged or-where o taxpayer
am:failed, tododge @ yeturn, thes Commissioner
Mayaissue,An asecasmenty

Ex

hiective, the tas: is designed-to {all wponathe final wholesale

eale of goods which are stibject to the tax. There-are-some
transactions, “acts or operatjons which are not rsalea but
which at{ract saley, tax, e.g., the use by a monufacturer of
goods produced by him,

4..Therg are nine separate Sales Tax. Agsepsment dcty and
nine separate Acts declaring the rates at whichwthe tax is
imposed. These separate Acts are regarded. as, necessery to
complijance with scction 55 of the Constifution w rovides,
infor lic, that laws Imposing taxation, except laws imposing
duties of customs or of excise, shall*deal with one subject of
taxption, only,.

5. There ja'n gpecial Act-known. rs the-Sales Tax Procedure
Act. whichv 1 ds sthe to hd followed:in certain
circumstances.




@ Goods which are exempt from sulea tax and goods which
are subject to vates different from whal is known as the
general rate are set out in schedules in an Act known
as the Sales Tax Exempilons and Olassifications Act 1035

52,

7. The following schedule shows the various Assessment:
Acts and the subjocts to which those Acts relatos—

ot st e, |
i

!

L. Sales Tax A dd | G

1No. 1) 1030-1042

Appropriate Asevaneat Act. Subjeets of Taxation,

in Australin

and gold by the manufacturer or

treated by him as stock for salo

by retail, of applied 1o his own
50

2. Salea Tax Goody in Australin
{No. 2) 1030-1930 and sold by a purchasor from the
manufacturer

3 o0 in Australis
and sold by & porson not being
cithor tho manufacturer or a
purchasor from tho manufacturer
4. Sales Tax Assessment Act { Cortain goods in

Sales Tux Act
(No, 3) 1030-1936

10

postings are mnde to the toxpayer’s ledger eard, Action ja
then taken to deimaud payment of any balance or make any
refunds necessary,

13. All sales tax refurns are subscquently examined within
the office by departmental oflicers to ascertain whother tax has
been correctly. caleulated at the appropriate rates and to detect,
a8 far ae possible, whether any jrregularitics have occurred.

14, Sales tax taxpayers are clnssified into trade groups and,
from time to time, investigations are made to determine
whether detailr furnished in returns are correct.

15, In cases whero returis have not Leen lodged or returny
lodged huve leen found to be incorrect, action is taken to
obtain returns or amended returns and, if necessary, to Jasue
ugsessments,

ATPENDIX No, 4. .

(No, 4) 1930- ‘Australis and applied by tho
purchaser to his own uso
Goods imported into Australia

Goods imported into Australin and
sold by the importer or applied

6. Sales Tax Asscasment Act
(No, 5) 1030~

6, Sales Tazx Assossment det
(Na. 6) 1930~

7. Sules Tax Assessment Act

o his own uso
Goods imported into Australia and
(No. T) 1930~

sold by o person othor than the
importer
Certain goods imported into Aus.
tralia, purchased by n texpayer
and applicd. to his own use
Cortaln goods in Australia dealt
with by lease

8. Sales Tax Asscesment Act
(No. 8) 1930~

9. Salcs Taz Assesement Acl
{(No. 0) 1030-

8. Though there arc nin
procedure remains the same

epnrate Assessment Aets, the
most cuses, viz, the lodgment
of a return, which is, in effect, a self-assessment of tax and the
simultaneous payment of the tax involved. There are
different forms of returns to meet the differing cirenmstauees
and theee are as shown helow:—

Form 1—Return of sales and snles tax.

Form 2—NReturn of goods manufactured by the taxpayer
and treated by him as stoek for sale by
retail.

Form 3.—DReturn of goods applied by & rogistered person,
i.e., & manufacturer or n wholesale merchant,

is own use.
TForm 4.~Retuvi of goods leased,
Torm #.~~Return by nuctioneers,

@ With regard o goods imported by retailers or con-
wnters the importer iu required to submit an import entry to
the Collector of Customs incorporating a ealeulation of the
sales tax payable, The tax is payable at the time of entry
and is caleulated on a sale value which s an amount
1 to the total of the valuc for duty and the duty plw
per eent, of that total.

10, Where the Commissioner finds in any case that tax
or further tax i« payable, e may assess the sale value upon
whieh tax should hie or should have been pnid. The procedure
in these eases is. for n written notice of assessment to be issued
by the Taxation Department specifying the taxable sale volue
and requiring the payment of the tax within a specified time,
The tnxpayer may, within a stntuwr¥ period allowed, lodge
an ohjection ngainst the amount of the snlé value on which
the tax is levied by way of nsscssment.

o

11. Sales tax return forms are prepared in triplicate and.
are used as follow:
ta) The originnl i« attached to the taxpayer’s file in the
Depnrtment nfter 4 copy of the roeeipt is Im-
printed.
(b) The duplicate is forwarded to the Governmenti
Statisticion,
(e} The triplicate is receipted and refurned to the tax-
ayer, together with n return form for use in the
ollowing month.

12, In cases where the amount of the remittance agrecs with
the amount of tax shown as payable on the returns, the total
amount of these remittances.is posted to the Sales Tax Control.
Account. Where the amount of the remittance differs from
the amount of tax shown as payahle on the return, individual

DEFINITION OF “AIDS TO MANUFACTURE™.
Sales Tox (Exemptiona and Olassifications) Aot 1035-1052,
The Firat Schedule,

Tn this Schedule, unless. the contrary intention appears~—

“aids to manufacture” means goods for use by a manu.
facturer being—

{a} machinery, implements and apparatus for use
i or pril and ]

{i)} in the actual processing or treatment
of goods to be used in, wrought into
or attached o goods to he manu-
factured by him;

(ii) in nny processing or treatment by
which the goods to which that pro.
cessing or treatment is applied are
used in, wrought into or attached to
goods to be manufactured by him;

{iii) in any processing or treatment for
the purpese of bringing goods manu.
factured- by him into, or maintain.
ing those goods in,, the form or con-
dition in which he markets-or uses
those goods;

(iv) in any processing or treatment for the
purpose of disposing of waste sub-
stances resulting from any process-
ing or treatment applied by him s
speeified in sub-paragraph (i), (if)
or (iii} of this paragraph;

(v) in operating, upplying, cleansing or

machinery,
or apparatus used in the processing
or treatment sgeciﬁe in  sub-
paragraph (1}, {11), (iif} or (iv)
of this paragraph;

(vi) in_the ecleansing or sterilizing of
bottles, vats or other containers
which he uses in the storage or
marketing of goods which ha manu-
foctures or which he processes or
treats as specified in su Trﬂg‘r&ph
(i), (il}, or (iii) of .this para-
graph; or

(vii) in carrying out sclentific research in
relation to monufacturing opera-
tions condueted by him;

(b} goods for use ag integral pna’gs‘of machinery,
e

iw sitw and to be used oxclusively, or
primerily and principally, as spécified. in
paragraph (a) of this definition;

{r) parts for,.or materinls. for use in. the repair of
50 ag to.form part of, any of the mac! inery; .
implements or apparatus specified in para.
graph- (@), or (b) of this definition; or

{d) -goods (other than those specified in para.
graph (a) or paragraph (b)) for use ay
specified'in paragraph (e) of this definition,

but does: not include-—

{e) voad vehicles of the kinds ordinarily used for
thgd transport of persons or the delivery of
gooda;

{f) cooking wpplauces or other plant for use
exelusively, or yrimn;lg and priveipally, in
the preparation of foodstuffs for consump-
tion on any &zrcmius of the porson preparing
the foodstufts;

(g} office equipment which fs not for use directly
*in the manufacture of goods;

(A) machinery, implements or apparatus for use
in the production of electric, current gns,
gteam, compressed air or hydraulie power,
for purposes other than for sale or for use
by ‘the producer therenf exclusively, o
primarily and princlpullg, as speeified In
paragraph (a) of this definition;

{i) contaivers (lmludinﬁ %oodn of the classes and
for the uses included In, or specifically
excluded from, Item 91 In this Schedule) for
use by & manufacturer in tho storage or
delivery of his products, or materials or
parts for the construction in situ of any
containers for wac in such storage;.

By Authority: L. F. [

3]

{f} goods for use in connexion with the munufuc-
ture for sale of goods, if the firstanentioned
goods are to be sold to the purcliaser of the
goods to be so manufactured, unless the
goods to Le eo manufactured—

(i) are covered by muy item in this
Schedule; or

(i) are to be sold by the manufacturer {o
a person who quotes his certifleate
of " registration fn respeet of the
purchase of those goods. and who
furnishes to the manufacturer a
certifieate in writing that the first-
mentioned goods. are not for re-sle
to a person to whom the goods to be
80 manufactured are also to be sold ;
or

(k) parts for any of the goods specifled in para-

L » N, AY, thi
fmg;&o(:;) U), () (BY, () or (§) of thix

Printer, Canberra.



