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GENERAL OUTLINE

ThisBill proposestheintroductionofa newCustomsTariff basedontheHarmonized
CommodityDescriptionandCodingSystem(HCDCS)which isthe internationaltariff
systemsponsoredby theWorld CustomsOrganization(WCO) inBrussels.Australia
hasbeena signatoryto theHCDCS since1987. TheCustomsTariffAct 1987,which
is repealedby this Bill, wasalsobasedon theHCDCS.

TheBill comprises23 sectionsand4 Schedules.

Many of thesectionscontainedin the CustomsTariffAct 1987havebeenredraftedto
ensuregreaterclarity or to incorporateadhocchangesmadesince1987in a more
logical sequence.Thesectionshavealsobeenrenumbered.Thechangesto the
previousprovisionscontainedin the 23 sectionsareofanadministrativenatureand
their intenthasnotbeenalteredby theseamendments.

Schedule1

Classesofconntriesandplacesin relationtowhich preferentialratesofduty apply

This Schedulelists thosecountriesandplaceswhich, for thepurposesoftheBill, are
ForumIslandCountriesorDevelopingCountriesand PlacestreatedasDeveloping
Countries. Thechangesmadein thisBill areto categorisecountrieswhich areeligible
for similarpreferentialratesofduty in like groups.

Schedule2

Rulesfor theInterpretationof Schedule3

Theseinternationallyapplicablerulesareusedto determinethetariff classificationof
goodswithin Schedule3.

Schedule3

This is the Scheduleusedto determinetheclassificationandratesofduty applicableto
importedgoods. The systematicstructureoftheSchedulefollows thatoftheHCDCS
doneatBrusselsin 1983. Thefirst six figuresof anyclassificationaretakenfrom the
internationalsystemwith the seventhandeighthfiguresinsertedby Australia. This
providesfor a separatestructurefor goodswithin the sametariffgroupings;by this
meansAustraliais ableto imposedifferentratesofdutyfor domesticpurposes.

Themain amendmentsaretheincorporationof approximately350 classification
changesagreedby signatorycountriesto theHCDCS. Mostmembercountrieswill
introducethechangeson 1 January1996,however,with thecurrentAustraliantariff
phasingregimereachingits completionon 1 July 1996,it wasdecidedto delay
implementationin Australiauntil thatdate. TheGovernmenthasdecidedto maintain
theexistingtariff levels. To achievethis,it hasbeennecessaryto providesome
additional200 nationaltariff splitsto thoserecommendedby theWCO.
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Thechangesto Schedule3 areftirther explainedin the Summaryof Amendments
issuedin conjunctionwith thetablingofthis Bill andshouldbereadasonewith this
ExplanatoryMemorandum.

TheGovernmentwill providean administrativeappealsmechanismby whichinterested
partiesmayappealsituationswheretherateof duty ongoodschangesasaresultofthe
enactmentoftheBill. Theappealswill beacceptedfor twelvemonthsafterthe
implementationof thisAct (up to 30 June1997).

Schedule4

Schedule4 of theCustomsTariffprovidesconcessionalratesof duty for goods
importedby prescribedpersonsandauthorities,prescribedclassesof goodsandgoods
forusein certainindustriesor certainenduses. Thetextof someof theitemsin this
Schedulehasbeenrewordedto providebetterdefinedandadministerableconcessions.

Thesechangesareexplainedin theSummaryof Amendmentsissuedin conjunction
with thetabling ofthisBill and shouldbereadasonewith this Explanatory
Memorandum.

FINANCIAL IMPACT STATEMENT

Theamendmentsprovidedin the legalprovisionsand Schedules1 and3 arerevenue
neutral. Thereappearto beunquantifiablerevenuesavingsthroughthe changesto
Schedule4.
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CUSTOMSTARIFF BILL 1995

NOTES ON SECTIONS

A Bill for an Act relatingto dutiesof Customs.

PART 1-PRELIMINARY

Shorttitle

Section1 is thenameofthe newAct.

Commencement

Section2 providesa commencementdateof 1 July 1996.

GeneralAdministrationof Act

Section3 providesthattheChiefExecutiveOfficer hasthegeneraladministrationof
theAct.

Definitions

Section4 providesanexplanationofthewordsandtermsusedin theAct.

Headingsin Schedule3

Section5 Thissectioncontainssimilarprovisionsto section6 of theCustomsTar?ff
Act 1987.

It definesheadingsashavingeither4 digitsin thefirst columnor 8 digits in
thefirst columnnot oppositeto adashor dashesin the secondcolumn. It
specifiesthatheadingscanbe subdividedinto subheadingsandthatthese
subheadingscanbefurthersubdivided. It furtherdefinessubheadingsas
having5, 6, 7, or 8 digitsin thefirst columnoppositeto adashor dashes
in thesecondcolumn.

A hierarchicalstructureis necessaryin Schedule3 astheInterpretation
Rules(in Schedule2) requirethatin classifyinggoods,headingsbe
comparedwith otherheadingsandnot with subheadings,andthata
subheadingcanonlybecomparedwith othersubheadingsofthatheading
atthe samelevel (i.e. with thesamenumberof dashesin the second
column).

Itemsin Schedule4

Section6 Thissectioncontainssimilarprovisionsto section7 oftheCustomsTariff
Act 1987.
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It providesfor thestructureoftheconcessionalschedule,Schedule4.
However,unlike Schedule3, thereis no hierarchicalstructureto theitems
of Schedule4. An itemin Schedule4 appliesto goodsif thegoodsare
describedin the secondcolumnofthat item(Section9 applies).

Tariffclassification

Section7 This sectioncontainssimilar provisionsto section9 oftheCustomsTariff
Act 1987.

The InterpretationRulesaredescribedin Schedule2 ofthisBill. These
rulesgoverndeterminationofthe headingof Schedule3 thatappliesto
goods,andif thatheadingis subdividedinto subheadings,thesubheading
of thatheadingthatappliestothegoods.

This sectionprovidesthatthetariff classificationunderwhichthosegoods
areclassifiedis thatheadingor subheadingwhich, by applicationof the
InterpretationRules,appliestothegoodsandwhich containsin its third
columnarateof duty.

Rulesfor classifyinggoodsin Schedule3

Section8 Thissectioncontainssimilarprovisionsto section10 oftheCustomsTariff
Act 1987.

The InterpretationRulesarean integralpartof theHarmonizedSystem
Conventionandhavebeendraftedsothattheir applicationwill ensure
internationallyconsistenttariffclassificationof goodsin theHarmonized
SystemNomenclature.Australia, asa nationaladministration,is required
to applytherulesandtheWorld CustomsOrganizationhasprovided
administrationswith ExplanatoryNotesto assistin this regard. The
ExplanatoryNotesprovideexplanationsandexamplesof the intended
coverageof headingsandsubheadingsof Schedule3 andarethereforeto
beusedasaguide in the classificationof goods.

Applicationof Schedule4

Section9 Thissectioncontainssimilarprovisionsto section11 of theCustomsTariff
Act 1987.

Schedule4 providesanumberofconcessionalitemsforgoodsimported
by-

PrescribedPersons,Bodies,Authoritiesor Countries;
PrescribedClassesof Goods;and
Goodsusedfor SpecifiedEnd-use.
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Unlike Schedule3, thereis no hierarchyto Schedule4. An item of
Schedule4 appliesto goodsif thegoodsare describedin the second
columnof thatitem.

Recoursemayonly behadto Schedule4 if anitemof Schedule4 appliesto
thegoodsandtheamountof dutypayableunderthat itemislessthanthe
dutythatwould havebeenpayableunderSchedule3.

Subsection(3) containscertaindefinitionsusedin the CustomsAct 1901
for thepurposeof issuingTariff ConcessionOrders. Thedefinitions
ensureparity betweentheCustomsAct 1901andthisAct.

Subsection(4) ensuresthatthedefinitionscontinueto applyto
arrangementswhich werein placeprior to 1 April 1993 in relationto
CommercialTariff ConcessionOrders.

Ratesof duty - advaloremduties

Section10 Thissectioncontainssimilarprovisionsto section13 oftheCustomsTariff
Act 1987.

Unlessthecontraryintentionappears,areferenceto apercentagein
relationto goodsor in relationto apart,componentor ingredientof
goods,is areferenceto that percentageofthevalueofthegoods,or of
thatpart, componentor ingredientofthegoods,asthecasemaybe.
“Value” definedin Section4 ofthisBill meansthevalueofthegoodsfor

thepurposeofthis Section.

Certainwordsetc. areratesofduty

Section11 This sectioncontainssimilar provisionsto section14 ofthe CustomsTariff
Act 1987.

The sectionprovidesthatwordsorwordsandfigures(including theword
“Free”) to beratesofdutyunlessthecontraryintentionappears.

This sectionis requiredassections17 and 19 providethat the amountof
duty payableshallbeascertainedby referenceto theratesofduty.

Ratesof duty - phasingrates

Section12 This sectioncontainssimilarprovisionsto section16 of theCustomsTariff
Act 1987.

It providesthatwherea dutyrateor anumberof dutyratesaresetout in
thethird columnadjacenttotheword “From” anda datein thesecond
column,thosedutyrateswill only beoperativefrom thedatespecified
adjacentto them. Thoseratesbecomeinoperativeonthenextearliestdate
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following theword “From” setout adjacentto anotherdutyrateor other
duty rates. Only oneset ofdutyratesmaybe operativeat anyonetime.

Classesof countriesandplacesin relationtowhich specialratesapply

Section 13 This sectioncontainssimilarprovisionsto section17 of the CustomsTar~ff

Act 1987.

It providesthatcountrieslistedin Schedule1 shallbeeligible for special I
ratesof duty. Schedule1 containsthreeseparatecategoriesbeing-

• ForumIslandCountriesspecifiedinPart 1;
• DevelopingCountriesandPlacestreatedasa DevelopingCountry

which aresubjectto thephase-outof the5% marginofpreferenceare
specifiedinPart2; and

• DevelopingCountriesandPlacestreatedas aDevelopingCountry
whichhaveretainedthe 5% marginof preferencearespecifiedin Part3.

Schedule1 alsolists theabbreviationsfor thosecountries(requiredby

section15).

Whengoodsaretheproduceor manufactureof a particularcountryor place

Section14 Thissectioncontainssimilarprovisionsto section18 ofthe CustomsTariff
Act 1987.

Thissectionprovidesthatgoodsareto betreatedastheproduceor
manufactureofa countryor placeif andonly if they meettheconditions
prescribedin Division 1A ofPart VIII of theCustomsAct 1901.

Applicationof ratesofduty in relationto countriesandplaces

Section 15 This sectionis aredraftof section19 oftheCustomsTariffAct 1987.

Section19 ofthepreviousAct wascomprehensivelyamendedin 1993 to
providefor thephasingout ofthemarginof preferenceon certaingoods
from countriesnow listedin Part2 of Schedule1. The amendmentcreated
anew categoryfor thetariff treatmentofDevelopingCountries. I
Section15 ofthisBill now takesaccountofthe 1993 amendment.This
sectionprovidesthat arateof dutywill applyin relation toNewZealand,
PapuaNewGuinea,ForumIsland Countries,HongKong,Republicof
Korea,Singapore,TaiwanProvince,everyDevelopingCountryspecified
in Parts2 and3 of Schedule1, or Canadaif theappropriateabbreviationis
specifiedin relationto that rate. It alsoprovidesin relationto aparticular
ForumIslandCountryor DevelopingCountryif the abbreviationfor that
countryis specified,thatrateofduty appliesin relationto that country.
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PART 2- DUTIES OF CUSTOMS

Jmpositionof duties

Section16 This is asimilar sectionto section21 ofthe CustomsTar~ffAct1987
whichprovidesfor adefinitecommencementdatefor thesection.

The purposeof thissectionis to establishthatthedutiesof Customsunder
thisAct areimposedon goodsenteredfor homeconsumptionon or after 1
July 1996 on -

goodsimportedinto Australiaon or afterthecommencementday;and

goodsimportedinto Australiabeforethecommencementday and
entered,or againentered,for homeconsumptionon or after the
commencementday.

Calculationofduty

Section17 This is anexpandedversionof section22 of theCustomsTar4ffAct 1987
whichcomplementsthechangesmadein section15.

This sectionspecifiestherateofduty which is applicableto aparticular
countryor groupof countries. Subjectto sections18, 19, 21 and23 -

Subsection17(a)providesthatthegeneralrateof duty will applyto all
goodstheproduceor manufactureof acountrythat is not aPreference
Country;

Subsections17(b), 17(c),17(e),and 17(h)provide thatgoodsthe
produceor manufactureof NewZealand,PapuaNewGuinea,of a
Forum IslandCountryor aDevelopingCountrylisted in Part3 of
Schedule1 respectivelywill befreeofduty unlessarateof duty is
specifiedin relationto thatPreferenceCountryin thethird columnof
Schedule3;

Subsection17(d) providesthatthegeneralrateof duty appliesto goods
whicharethe produceor manufactureofCanadaunlessarateof duty is
specifiedin relationto Canadain thethird column;

Subsection17(f) providesthatthegeneralrateofduty appliesto goods
whicharetheproduceor manufactureofHongKong, Republicof
Korea,Singaporeor TaiwanProvinceunlessarateof duty is specified
in relationto PreferenceCountrieslistedin Part2 of ScheduleI or a
rateof duty is specifiedin relationto HongKong, RepublicofKorea,
Singaporeor TaiwanProvince;

Subsection17(g) providesthatgoodstheproduceor manufactureof a
DevelopingCountry,otherthanHongKong, Republicof Korea,
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Singaporeor TaiwanProvince,listedinPart 2 of Schedule1 will be
freeof duty unlessarateof duty is specifiedin relationto those 4
PreferenceCountries.

Ratesforgoodswith constituents

Section18 This sectioncontainssimilar provisionsto section24 oftheCustomsTariff
Act 1987. Thenewsectioncontainsclarifying wordsto explain 4
constituentsof goodsin subsection18(3).

It providesthat, subjectto sections19, 21 and23,wherea tariff
classificationin Schedule3 containsphrasesthatdescribegoodsandwhich
beginwith thewords“In respectof’, theduty in respectofthewhole
goodsis thesumof theduty payableon eachof theconstituentsdescribed
afterthewords“In respectof’.

Subsection(2) providesthatthewords“In respectofremainder”describe
all goodsofthe classificationwithin which it appearsotherthangoodsto
whichanotherphrasebeginningwith “In respectof’ refers.

Subsection(3) providesthatwheregoodsaredescribedafterthewords“In
respectof”, theduty applicableto thosegoodsworkedout in accordance
with sections22 and23 shallbeworkedout as if -

• thetariff classificationofthewholegoodswerethe tariff classification
thatcontainsthephrasebeginningwith thewords“In respectof’; and

• theduty rateor duty ratesspecifiedin thethird columnof thattariff
classificationin relationto thosegoodsto which thephraserelateswere
theonly rateor ratesset outin thatclassification.

Calculationofconcessionalduty

Section19 Thissectioncontainssimilar but expandedprovisionsto section25 of the
CustomsTariffAct 1987. This sectionhasbeenexpandedto caterfor the
different categoriesof PreferenceCountries.

It providesthat, subjectto sections21 and 23, whereanitem in Schedule4 I
appliesto goodsandtheamountof duty applicabletothegoodsunderthat
item is lessthantheamountof dutythatwould be applicableby virtueof
sections17 and18, thenthedutypayableis theamountpayable,if any,
underthatitem in Schedule4.

Subsection(2) providesthat theduty will beworkedout by thesame I
methodas outlinedin section 17.

Indexationof ratesof duty

Section20 This sectionis similar to section26 oftheCustomsTar~ffAct1987.
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It providesfor theautomaticindexationof ratesofduty applicableto
certainalcohol,tobaccoand petroleumproductsbasedonbi-annual
movementsofthe ConsumerPriceIndex. Theprimarymechanismis
containedwithin section6A of theExciseTar~ffAct1921. Thissection
requiresthatmovementsoftheexcisedutyratescausedby theoperation
of section6A bemirroredby a similarmovementin theappropriateexcise
componentof Customsduty.

Thetablein section20(1)relatesto thosegoodssubjectto ConsumerPrice
Indexationmovements.

Subsection(3) requirestheChiefExecutiveOfficer publishfor the
informationof thepublic a noticein theGazetteadvertisingthenewrates
andthegoodsto whichtheyapplyeitheron, orassoonaspracticable
after, thedaytheratesarechanged.

Duty wheregoodsconsistof certaincontainersand certaincontents

Section21 Thesearethesameprovisionsthatarecontainedin section27 ofthe
CustomsTarWAct1987.

It providesthat if goodsconsistof a containerand contentswhich, if
manufacturedin Australia,would besubjectto Exciseduty andunderthe
InterpretationRulesthe containerand contentswould beclassifiedunder
theclassificationappropriateto thecontainerasif imported separately,
thenthe dutypayableonthegoodsis thedutythatwould bepayableif the
containerand contentshadbeenimportedseparately.

Thissectionis arevenueprotectionmeasure.Becauseof thedecorative
natureof certaincontainers,applicationoftheInterpretationRulesmight
leadto theclassificationof suchcontainersimportedcontaining,for
example,spirits in theclassificationappropriateto thecontainer. In the
absenceof this provision, sucha classificationwould resultin theExcise
equivalentduty thatwould otherwisebepayableon thespiritsnot being
paid.

PART 3- MISCELLANEOUS

Repeal

Section22 Thissectionis similar to section28 oftheCustomsTar4ffAct1987but
providesin subsection(1)for therepealofthe 1987 Act.

Subsection(2) providesthatdespitethefact thatgoodswereimportedinto
Australiabefore1 July1996,dutiesof Customsarenotpayablein respect
of thosegoodsunderanAct repealedby this Act if dutiesof Customsare
imposedon thosegoodsby section16. This subsectionensuresthat
Customsdutywill notbeleviedtwiceongoods.
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Subsection(3) providesthat theAct repealedby subsection(1) asin force
immediatelybeforethecommencementdayshallbedeemedto havebeen
amendedin accordancewith theCustomsTariff Proposalsintroducedinto
theHouseof Representativesin 1995 and 1996. While Parliamentis
sittingit is usualpracticeto varythedutyratesapplicableto goodsby
usingthedeviceofCustomsTariffProposalsintroducedinto theHouseof
Representatives.CustomsTariff Proposalsdo not amendtheCustoms
Tariff Act but ratherenablethecollectionofthe reviseddutiesuntil an
amendmentoftheCustomsTariffAct is made(orfor amaximumperiod
of twelvemonths).

As thisBill comesinto operationon 1 July 1996,anyProposalsintroduced
into theHouseofRepresentativesbetweenthelastCustomsTariff
AmendmentBill of 1995 andthecommencementdayof thisBill will not
havebeenenactedbeforetheCustomsTariffAct 1987 isrepealed. To
enactthoseProposalsin thenormalmannerwould requirepassageby the
Parliamentofa Bill to amenda repealedAct. Subsection(3) removesthe
necessityby deemingsuchProposalsto havebeenenacted.

Subsection(4) providesthemeansfor eitherHouseofParliamentto reject
aparticularCustomsTariffProposal.

Transitional

Section23 This sectioncontainssimilarprovisionsto section29 ofthe CustomsTar4ff
Act 1987.

Thissectioncatersfor certaingoodsenteredbothbeforeandafterthe
commencementdayofthis Bill. It ensuresthat thereisno conflict between
this legislationandtheCustomsAct1901by providing thatwheregoods
areenteredfor homeconsumptionbothbeforeandafter the
commencementday, the dutypayableonthegoodsis thedutythatwould
havebeenpayablewhenthegoodswerefirst enteredforhome
consumption.

SCHEDULE 1

CLASSESOFCOUNTRIESAND PLACES N RELATION TO WHICH SPECIAL
RATESAPPLY

ThisSchedulecontainssimilarprovisionsto Schedule1 to theCustomsTariffAct
1987. Thelist of thecountrieswhosegoodsareableto claim preferentialratesof duty
weredisplayedin two Partsin theCustomsTar~ffAct1987. Becausethetreatmentof
DevelopingCountrieswaschangedin 1993,this Schedulenow displaysthe list of
countriesin threeParts.
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SCHEDULE 2

GENERALRULES FORTHE INTERPRETATIONOF SCHEDULE3

Exceptfor theheadingto this Schedule,theprovisionsarethe sameasfor the Customs
TariffAct 1987.

SCHEDULE3

CLASSIFICATIONOF GOODSAND GENERALAND SPECIALRATES OF
DUTY

ThisSchedulehasbeenthesubjectofabout350 changesagreedby signatorycountries
to theHCDCS. By theapplicationofnationaltariff splitsto preservetheratesof duty
previouslylegislatedthatnumberhasrisento some550 changes.Therearefive
commoditieswhereexistingdutyrateswerenotableto be preservedor thereis some
doubtthat therateswerenot maintained.After extensiveindustryconsultation,a
compromisesituationhasbeenagreed. Thesecommoditiesare:

Foodpreparationscontainingcocoa- Chapter18 or 19;
Tyrecordfabrics ofwovenglassfabrics- Chapter70;
Gradedor ungradedpearls,whetheror not strungfor the convenience
oftransport- Chapter71;
Input/outputunits for computers- Chapter84; and
Wasteandscrapof batteriesofvariousChapters.

Shouldanyanomaloussituationbecomeapparentafterthe introductionofthis Bill and
priorto the implementationof thenewAct on 1 July 1996,suitablealterationswill be
madeby CustomsTariff Proposalsto rectify thesituation.

Therearealsoa smallnumber(about30) amalgamationsof nationaltariff subheadings
wheretheratesof dutywerethesame. Thisactionwill makeit easierfor importersto
classifytheir goods.

Thechangesto Schedule3 arefurtherexplainedin the Summaryof Amendments
issuedin conjunctionwith thetablingofthis Bill andshouldbereadasonewith this
ExplanatoryMemorandum.

SCHEDULE4

CONCESSIONALRATES OFDUTY

ThisScheduleprovidesfor theconcessionalentryof goodsfor -

• PrescribedPersons,Bodies,Authoritiesor Countries;
PrescribedClassesofGoods;or
Goodsimportedfor SpecificEnd-use.
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TheGovernmenthasexaminedthecoverageof someoftheseconcessionalitemsand
hasdecidedto makesometextualchangesto ensuretheoriginal intentoftheseitemsis
met. In somecases,thenewwordingwill excludesomegoodsfrom concessional
entry. Forexamplein item 17, whichcoversgoodswhich are exportedandreimported
withouthavingbeenaltered,will now excludegoodswhichhavebethesubjectof any
typeof industrialprocessing.Thiswill preventgemstoneswhichhavebeensent
overseasfor cuttingand/orpolishingfrombeingenteredunderthis item. Althoughthe
returnedgemstoneswill not attractcustomsduty, salestax will beapplicableon the I
valueaddedoverseas.Likewise, bulk oil seedsentoverseasfor packagingwill not
meetthe requirementsofitem 17 in future. Othersimilar practiceswill alsobe
excludedfromusingthis item.

Items 18 and20 covergoodswhich aresentoverseasfor repairunderwarranty. Item
18 containedtwo specificcriteriacoveringsituationsinwhichgoodssentoverseasfor
repairandreturncould returnduty free. Thechangesproposedhereareto separate
eachcategoryofgoodsinto adifferent item. Thiswill allow separateby-lawsto be
issuedfor eachitemwitha specific setof conditionsto apply. A newconditionhas
beencreatedin item 1 8C allowing goods,which are replacedundera global recall by
themanufacturer,to havedutyfreestatus.

Theexistingconditionsof item20 havebeenretainedin newitem20A.

A new concessionis containedin item20B. Dueto developingtechnologicalchanges
andinternationalbestpractice,manyinternationalmanufacturershaveinstitutedbatch
repairprocessingandcentralisedtheir equipmentandoverhaulfunctionin one
geographiclocation. Manufacturersreplacedefectivepartswith anoperationalpart
from thecentralstorefreeof costat thetimethefault occurs. Then,whensufficient
defectivepartsofthe sametypeareathand,batchrepairisundertaken.Underexisting
concessionsimporterswould payfull dutyon thereplacedpartasit wasnot the same
partthatwasexported.Thenewconcessionwill allow importersto import these
goodsby payingcustomsdutyof theassessedrepaircostof thereplacementpart,
subjectto certainconditionsapprovedby theAustralianCustomsService.

Someof thepreviousitemshadcoverageoftwo or moretypesofgoodsandit has
beendifficult to issuespecificby-lawsfor thesegoods. Thesegoodshavebeensplit
into separateitems. Thiswill easethe administrationof thenewitems.

The changesto Schedule4 arefurtherexplainedin the SummaryofAmendments
issuedin conjunctionwith thetablingof thisBill andshouldbereadas onewith this
ExplanatoryMemorandum.
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