GST Briefing

GST and Home Improvements

John Howard's 10 per cent GST will be imposed on the price of new houses and units, if he is elected.

And you will not be able to escape the GST by buying an existing "renovator's dream," and putting your evenings and weekends into doing it up.

For a start there'll be 10 per cent GST on any services associated with buying the house - surveyor's reports, legal work, estate agent's charges etc plus the increased cost of borrowing resulting from the way the GST is imposed on banks and other lenders.

But that's just the start.

Today, all basic housing building materials are free from wholesale sales tax (WST).  John Howard's GST would mean 10 per cent extra on timber, bricks, sand, cement, plaster, glass, roof tiles, paint, wallpaper and so on.

Today a range of items such as floor coverings, bathroom fittings, cookers, home heating and cooling equipment are subject to the lowest rate of WST which is 12 per cent.  But this is 12 per cent of the Wholesale price.  If the retailer's gross margin was one third of the retail price, the WST would represent 7.14 per cent of the retail price, so a 10 per cent GST would mean a price rise, not a price fall.

All the materials and fittings you buy to incorporate into your renovated home would thus rise in price under the GST unless you were lucky enough to be able to buy the currently wholesale sales taxed items at the true wholesale prices.

And even that's not the end of your woes.

· you'll need a qualified electrician for at least some of the electrical work - there'll be 10 per cent GST added to that bill;

· if you need a plumber's services there'll be 10 per cent GST added to that bill;

· if you get an architect or an interior designer to prepare plans or suggest ideas, there'll be a 10 per cent GST added to their bills;

· all the home improvement magazines you buy will come plus 10 per cent GST; and

· if you enrol in an evening course in painting, joinery, upholstering, stencilling etc, your course fee will have 10 per cent GST added.

When the renovating is finally complete remember that you'll have to increase the insured value of your home, and pay the extra insurance premium.  You've guessed already.  There'll be 10 per cent GST on that insurance premium (and every future year's) too.

You could never call John Howard's GST a "home improvement" (and we haven't mentioned the effect on your garden costs!)

