GST Briefing for Candidates

GST AND GAMBLING
John Howard is proposing to impose a new and hidden tax on gambling and lotteries.  His approach is far harsher on punters than that proposed by Dr Hewson in his Fightback package in 1993.  Dr Hewson understood that gambling is already heavily taxed by State governments and to impose GST on top of the existing State taxes was not on.

· Under Howard’s tax package every supplier of gambling or lottery services (bookmaker, poker machine operator, casino, TAB etc) would be required to register for GST if their annual turnover exceeds $50,000.  (Note this is turnover, not profit).

· every quarter each GST-registered gambling service provider would have to lodge a GST return (each month for those with annual turnover of $20 million or above).  They would record the sum total of all bets accepted in the quarter.  They would also record the sum total of all winnings paid out in the quarter.  The gap between these two figures would then be divided by eleven, and that “one-eleventh” regarded as the gross GST liability of the provider.  

· GST paid by the provider on inputs such as phone bills, electricity bills etc during the quarter would be credited against that gross to calculate the GST actually payable.  

· The effect of this would be that the gambling service provider would not be able to continue providing the same winnings-paid to bets-accepted ratio as before the GST, and remain economically viable.  The payout ratio would have to be reduced.

What this will mean for different types of gambling

· For poker machines that would mean altering the settings to a lower payout ratio.

· For the “scratchies” and like games, it would mean more losing cards, and less winning cards per quarter.

· For raffles, it would mean less expensive prizes, more expensive tickets, or a bigger volume of tickets sold.

· For the horses, trots, and dogs, it would mean the odds on all the competitors would be scaled down a notch.

In all these cases the GST would be hidden – unlike in the United Kingdom where at least the government is out in the open about imposing VAT on gambling.  But in all cases the end result is the same, the gambling service provider has to hold more money back from the pool of bets placed so as to cover their GST bill.

· Where turnover is below $50,000 per year, GST registration would not be compulsory.  But the gambling service provider would not be able to claim rebates from the Government for the GST now having to be paid on all its business costs such as phone, printing, contract cleaners’ bills etc.  To recover these costs, the odds offered would have to shorten.  The punter would pay, but again in a hidden way.

· Mr Howard’s package attempts to soften the GST picture by saying: “there may need to be corresponding reductions in State gambling taxes” (p98).  But elsewhere Mr Howard makes it clear that he does not care whether State governments reduce those taxes or not: “The future of these taxes remains a matter for State and Territory governments” (Government Fact Sheet No 230).  At p.103 of Mr Howard’s main tax package document, a table is presented which assumes that the States and Territories will reduce their gambling taxes by an aggregate of $480 million in 2000-01, and $560 million in 2001-02.  This is asserted to be “equivalent” to the revenue raised by the GST on gambling.  And the Table purports to show that the States/Territories are not worse off on this basis.  On Friday 11 September the NSW Treasury released a detailed analysis challenging Mr Howard’s figuring.  According to NSW Treasury, to offset the GST effect on gambling State and Territory gambling taxes would need to be reduced by some $800 million per year more than the Howard figures – immensely more than Mr Howard is proposing to compensate for.  Clearly the states will not be able to afford to cut their gambling taxes by enough to cancel the new tax burden of the GST.
