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JURISDICTIONAL POLICY ADVICE NO. 2000/08

APPLICATION OF THE GST TO PAYMENT RATES SET BY THE SAFETY, REHABILITATION AND COMPENSATION ACT 1988

BACKGROUND

1. As Determining Authorities will be aware the New Tax System commences on 1 July 2000.  The new tax system introduces a goods and services tax (GST).

2. This advice deals with the application of the GST to the provisions of the Safety, Rehabilitation and Compensation Act 1988 (SRC Act) which apply a rate of payment for services which are subject to the GST.  The rates which are to apply from 1 July 2000 were advised in Jurisdictional Policy Advice 2000/03.  

3. The majority of these provisions relate to payments which are not subject to GST.  Provisions in section 17 set rates of payment for death, section 19 for incapacity, sections 24 and 27 for impairment payments and sections 30 and 137 for redemption. 

4. This advice deals specifically with rates of payments which will be affected by the GST.  These provisions are contained in sections 18 and 29.  Section 18 provides that compensation is payable in respect of the cost of an employee’s funeral.  The amount of this compensation is an amount not exceeding $4,033.45 (from 1 July 2000).  Section 29(1) provides that compensation is payable for household services required by an employee as a result of an injury.  The amount of compensation under section 29(1) is capped at $291.21 per week (from 1 July 2000).  Section 29(3) provides for compensation to be paid for attendant care services required by a claimant as a result of an injury.  Again the compensation is capped at $291.21 per week (from 1 July 2000).

5. Questions have been raised about how the GST will affect these rates and whether the capped rates include the GST.

POLICY POSITION

6. The New Tax System legislation provides that the price for a good or service is to be GST inclusive.  Sections 18 and 29 of the SRC Act provide for compensation for the cost of services.

7. The policy position is that as the price of a service is GST inclusive then the maximum rates of payment set by the SRC Act are inclusive of the GST.  For example in the case of home help the maximum payable per week from 1 July 2000 will be $291.21.  1/11th of this amount will need to be remitted by the provider to the Australian Taxation Office in payment of the GST. 

8. Where the cost of the service submitted to a Determining Authority is above this rate, the payment to be made by the Determining Authority is capped at $291.21 inclusive of GST (with the same approach as indicated at para 7 above).  

9. Enquiries have been made to the Regulatory Services Division about the prospect of increases to the rates prescribed by the SRC Act in response to the introduction of the GST.  As part of the broader process of introduction of the New Tax System, wholesale sales tax (together with a range of other taxes and charges) is to be removed. It is expected that this will result in a small reduction in the underlying cost of services.

10. Section 13 of the SRC Act provides that the rates set by sections 18 are 29 are to be indexed by reference to the Consumer Price Index (CPI) with effect from 1 July each year.  The CPI takes account of movements in price.  Where introduction of the New Tax System (including the effects of GST and removal of the wholesale sales tax) impacts on prices this will be reflected in the CPI and subsequent changes to the maximum rates payable under the SRC Act from 1 July 2001.  Accordingly there is no intention to amend the rates applicable from 1 July 2000 and contained in Jurisdictional Policy Advice 2000/03.

11. Enquiries about the application of this policy should be directed to the Policy & Co-ordination Group on 1300 366 979.

Regulatory Services Division

Comcare

14 June 2000

