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EXCISE TARIFF AMENDMENT BILL (NO. 2’) 1995

OUTLINE

Thepurposeof this Bill isto amendtheExcise TariffAct1921 (theTariffAct) to
incorporateinto theTariff Act ExciseTariffProposalsNos. 1, 2 and 3 of 1995,which
weretabledin theParliamentearlier in theyear,andto implementchangesin the
excisetreatmentof condensateandtoppedcrudepetroleumoil (toppedcrude). The
principal changescontainedin theBill relateto:

(i) theexclusionof therateofexcisedutyapplicableto beerproducedfrom “micro-
breweries”and“U-brews” from indexationundersection6A of theTariffAct.
Beerproducedin this mannerwasmadeexcisablewith effectfrom 1 April 1994
and it wasnot intendedthat theapplicablerateof excisedutybesubjectto
indexation. Thisproposedamendment,which incorporatesExciseTariffProposal
No. I of 1995, is alsoto takeeffectfrom 1 April 1994(clause3 andScheduleI to
the Bill refer);

(ii) the increaseinexcisedutyon manufacturedtobaccoandtobaccoproductsby 10%
witheffectfrom 10 May 1995,which incorporatesExciseTariff ProposalNo, 2 of
1995 (clause4 anditem2 of Schedule2 totheBill refer). This increasewas
announcedin the 1995-96Budgetandsupportshealthpolicy aimedat
discouragingsmoking. As a consequenceof this increase,it is alsoproposedto
removemanufacturedtobaccoandtobaccoproductsfrom thediscretionary
increasein excisedutyundersection6AAA of theTariff Act on 1 August1995
(item I of Schedule2 to theBill refers);

(iii) the amendmentof thephysicalcharacteristicsoffuel oil set outin subsection3(4)
of theTariff Act to effectively excludethedieselsubstitute“light” fuel oil, with
effect from 1 July 1995(clause5 anditem I of Schedule3 to theBill refer). The
consequenceof this amendmentisthat “light” fuel oil will becomeexcisableat the
samerateas dieselIbel, being$0.33513 per litre, from this date. Thisamendment
wasannouncedin the l995~96Budgetandis intendedto addressthe
Government’sconcernswith “light” fuel oil being usedas atransportfuel
substitutefor diesel in orderto takeadvantageof the lower rateof exciseon
“light” fUel oil (being$006954perlitre). ThisamendmentincorporatesExcise
TariffProposalNo. 3 of 1995;

(iv) anincreasein theexcisedutyon aviationgasoline(avgas)of 1.847centsperlitre
andon aviation kerosene(avtur)of 0.883centsperlitre, bothwith effectfrom
1 July1995 (clause5. items 2 and3 ofSchedule3 to theBill refer). These
increasesinexciseduty werealso announcedin the 1995-96Budgetandarea part
of ExciseTariff ProposalNo. 3 of 1995. The0.883centsper litre increaseon
avturand0.883centsof the1.847centsp... litre increaseon avgaswill contribute
to finding air safetyregulation,undertakenby thenewCivil Aviation Safety
Authority, that benefitsthetravellingpublic and,in part, aviationindustry
participants.Theremainingincreaseof 0.964centsperlitre on avgaswill recover
partof theairwayscoststhatare attributableto avgaspoweredaircraft;



(v) theexemptionof condensate,which is currently excisefree, fromthe application
of theTariffAct whereit is separatelyproduced,or separatelymarketed,from
stabilizedcrudepetroleumoil (stabilizedoil). This amendmentwill takeeffect
from II October1995 (clause6 anditems1,2 and4 of Schedule4 refer); and

(vi) theremovalofthetransportfUel substitutionpotentialfor toppedcrudeby
increasingtherateof excisedutyontoppedcrudeto $033513 perlitre from its
presentconcessionalrateof $006954per litre, with effectfrom 11 October1995.
However,toppedcrudethat hasthephysicalcharacteristicsoffuel oil, set out in
new subsection.3(4)of theTariff Act (whichis proposedto beinsertedby Excise
Tariff ProposalNo. 3 of 1995)will continueto be excisableat theconcessional
rate(clause6 anditem 3 of Schedule4 refers).

Financial ImuactStatement

a) theexclusionofthe rateof excisedutyapplicableto beerproducedfrom
“micro-breweries”and “U-brews” from indexation

Thisamendmenthasno financialimpact.

b) the increasein excisedutyon manufacturedtobaccoandtobaccoproducts

Theincreaseby 10%in therateof excisedutyon manuficturedtobaccoandtobacco
productswill resultin anincreasein revenueof $70 million in 1995-96and$66 million
in 1996-97.

c) theamendmentof thephysicalcharacteristicsof fuel oil to effectivelyexclude
“light” fuel oil

Theamendmentto theTariff Act in respectofthe physicalcharacteristicsof fuel oil
will resultin an increasein revenueof$100million in 1995-96and$100million in
1996-97.

d) the increasein theexcisedutyon nvgasand avtur

Theincreaseof 1.847centsperlitre in theexcisedutyon avgasis balancedby an
equivalentincreasein themoneysappropriatedto the Civil Aviation SafUtyAuthority
andAir ServicesAustralia. Thefinancialimpactis neutral.

Theincreaseof0.883centsperlitre in the excisedutyon avtur is balancedby an
equivalentincreasein themoneysappropriatedto theCivil Aviation SafetyAuthority.
Thefinancial impactis neutral.



e) Amendmentsto theexcisetreatmentofcondensate

Theamendmentsproposedto theexcisetreatmentof condensatehaveno financial
impact.

f) toppedcrudedieselsubstitution

Theamendmentto eliminatethepotential dieselfuel substitutionproblemwithtopped
crudeoil closesdowna potential revenuedrainof thesamemagnitudeasthe$100
million perannum“light” fuel oil revenueimpact inparagraph(c) above.



EXCISE TARIFF AMENDMENT BILL (NO. 2)1995

NOTES ON CLAUSES

ClauseI - ShortTitle

Thisclauseprovidesfor theAct to becited astheExciseTanffAmend.mentAct
(No. 2) 1995.

Clause2 - Commencement

Thisclauseprovidesfor thecommencementprovisionsof thevariousamendments
containedin theAct assetoutbelow.

Subclause2(1’) providesthat sections1 and2 commenceonthe dayon which theAct
receivestheRoyalAssent.

Subclause2(2)providesthatsection3 istakento havecommencedon 1 April 1994,
which is thedateof cormtuencementofExciseTariffProposalNo. 1 of 1995. Section
3 providesthat theEx-ciseTar((fAct 1921 (theTariff Act) is amendedas setout in
ScheduleI to theAct, which containstheamendmentswith respectto the indexation
ofthe rateof exciseapplyingto beerproducedfrom “micro-breweries”and“U-brews”.

S~ththiise2Q)providesthat section4 is takento havecommencedon 10 May 1995,
which isthe dateof commencementofExciseTariff ProposalNo. 2 of 1995. Section
4 providesthat theTariff Act is amendedas setout in Schedule2 to theAct, which
containstheamendmentswith respectto theincreasein theexcisedutypayableon
manufacturedtobaccoandtobaccoproducts.

Subclause2(4)providesthat section5 istakento havecommencedon 1 July1995,
whichis thedateof commencementof ExciseTariffProposalNo. 3 of 1995. Section
5 providesthat theTariffAct is amendedassetout in Schedule3 to the Act, which
containstheamendmentswith respectto “light” fuel oil, aviationgasoline(avgas)and
aviationkerosene(avtur).

Subclause~f~)providesthat section6 is takento havecommencedon 11 October
1995,which is thedateof operationof thenoticepublishedin theCommonwealth
GazettenotifSjing ofthe proposedamendmentswithrespectto condensateandtopped
crudepetroleumoil (toppedcrude).Section6 providesthat theTariff Act is amended
assetout in Schedule4 to the Act, which containstheamendmentswith respectto
condensateandtoppedcrude.

Section3 - Amendmentshavingeffectfrom 1 April 1994

Clause3 providesthat theTariff Act is amendedasset out in Schedule1. ScheduleI
containsthe amendmentsto section6A oftheTariff Act with respectto theremoval
from indexationof therateof excisedutyon beerproducedfrom “micro-breweries”
and“U-brews”.
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Section4 - Amendmentshaving effectfrom 10 May 1995

Clause4 providesthat theTariff Act is amendedassetout in Schedule2. Schedule2
containsthe amendmentsto items6, 7, 8 and9of the Scheduleto theTariff Act with
respectto theincreasein excisedutypayableon manufacturedtobaccoandtobacco
products,asannouncedin the1995-96Budget.

Clause5 - Amendmentshavingeffectfrom 1 July 1995

Clause5 providesthat theTariff Act is amendedassetout in Schedule3. Schedule3
containstheamendmentto section3 ofthe Tariff Act withrespectto thephysical
characteristicsoffuel oil. Schedule3 alsocontainsthe amendmentto subparagraph
I 1(A)(3)(a)andsub-item11(D) oftheScheduleto theTariff Act with respectto the
increasein theexciseduty payableonavgasandavtur.

Section6 - Amendmentshavingeffectfrom 11 October1995

Clause6 providesthat theTariffAct is amendedas set out in Schedule4. Schedule4
contalnsthe amendmentsto sectionSB andsub-item17(B) of theScheduleto the
TariffAct with respectto condensate.Schedule4 alsocontainstheamendmentto
paragraphI 1(G)(2) of theScheduleto theTariffAct withrespectto toppedcrude.
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SCHEDULE I

AMENDMENTS TO THEEXCISE TARIFF ACT 1921
HAVING EFFECTON 1 APRIL 1994

Item I

This itemamendssubsection6A(1) oftheTariff Act by omittingthe presentdefinition
of “relevantrate” andsubstitutinga newdefinition of “relevantrate”,with effectfrom
1 April 1994. Theeffectof thenew definition is to inserta referenceto sub-item
1(1313)of theScheduleinto thedefinition.

Section6A of theTariff Act setsoutthe provisionswherebyratesof excisedutymay
besubjectto indexationin accordancewith the consumerpriceindexon FebruaryI
andAugust 1 of anyyear. Theindexationonly appliesin respectof a “relevantrate” of
duty,which is presentlydefinedas meaninga rateof duty (otherthan therate“free”)
specifiedin an itemin the Scheduleotherthanitems17 and20. Thismeansthat
presentlytheratesof exciseon thegoodsreferredto in items17 and20,which
includesstabilizedoil and coal,arenotsubjectto indexationundersection6A.

Sub-iteml(BB) wasinsertedinto the Scheduleto makebeerproducedfor non-
commercialpurposesusingcommercialfacilities or equipmentsubjectto excise.Such
facilities and equipmentareknown and “micro-breweries”or “U-brews”. Thisbeer
becameexcisableon I April1994.

Underthepresentdefinitionof “relevantrate” in section6A, therateof exciseon this
beercalculatedundersub-item1(138) (being 15% of therateapplying to goods
classifiedto sub-item1(C)) is subjectto indexationas it is notexpresslyexcludedfrom
thedefinition. However,as it is not intendedthat this rateof exciseis to besubjectto
indexation,anamendmentis requiredto thedefinition of “relevantrate” to ensurethat
the definitionalso doesnotapply to therateof duty calculatedundersub-item1(BB),
with effectfrom 1 April 1994. This istheeffectof thesubstituteddefinitionof
“relevant rate”, which now providesthat “relevantrate” meansa rateof duty(other
that therate“free”) specifiedin anitem, sub-item,paragraphor subparagraphin the
Scheduleotherthan sub-item I (BE) and items 17 and 20.

Theamendmentto subsection6A(1) of theTariff Act wasproposedin ExciseTariff
ProposalNo. I of 1995,which wastabledin theHouseof Representativeson S
February1995and tookeffecton andfrom 1 April 1994.
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SCHEDULE2

AMENDMENTS OF THE EXCISE TARIFF ACT 1921
HAVING EFFECTFROM 10MAY 1995

Item I - Subsections6A.AA(2) and(3)

This itemamendssubsections6AAA(2) and(3) of theTariffAct by omittingthe
phrase“, 1 February1995or I August1995”, whereveroccurringandsubstituting
“or 1 February1995”, Theeffect ofthis amendmentis to removemanufactured
tobaccoandtobaccoproductsfrom thediscretionaryincreasein excisedutyunder
section6AAA timed for 1 August1995. Thisamendmentis consequentialuponthe
amendmentsin item 2 of this Schedulewhich proposeto increasetherateof excise
dutyon manufacturedtobaccoandtobaccoproductswith effectfrom 10 May 1995.

Item 2- Items6, 7, 8 and9 oftheSchedule

This itemamendsthe Scheduleto theTariffAct by omittingandsubstitutingitems
6, 7, Sand9. Theseitemsrelate to tobacco(item6), cigars(item 7), cigarettesand
fine-cut tobacco(item 8) andsnuff(item 9). Thisamendmentgives effecttothe
Government’sBudgetannouncementof a 10 % increasein the excisedutyon
manufacturedtobaccoandtobaccoproductswith effectfrom 10 May 1995.

Thisamendmentincreasesthe rateof excisedutypayableontobacco,cigars,cigarettes
andfine-cut tobaccosuitablefor themanufactureof cigarettesto $79.02perkilogram.
The rateof exciseduty payableon snuffis increasedto $1.77perkilogram.

The amendmentsto theTariff Act in itemsI and2 abovewereproposedin Excise
Tariff ProposalNo. 2 of 1995,whichwastabledin theHouseofRepresentativeson 9
May 1995 andtookeffecton andfrom 10 May 1995.
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SCHEDULE3

AMENDMENTS TO THE EXCISE TARIFF ACT 1921
HAVING EFFECTON 1 JULY 1995

Item I - Subsection3(4)

This itemamendssection3 of theTariffAct by omittingandsubstitutingsubsection
3(4)with effectfrom 1 July 1995. Thepurposeof thisamendmentis to re-definethe
physicalcharacteristicsoffi.iel oil for thepurposesof thedefinitionof”fiiel oil” in
section3 and paragraphI I(E)(b) oftheScheduleto theTariff Act, to effectively
exclude“light” fbel oil from thedefinition. Theconsequenceofthis amendmentis that
“light” fUel oil will becomeexcisableatthe samerateasdiesel fUel, being50.33513
perlitre, ratherthantheconcessionalratecurrentlyapplying to fUel oil, being80.06954
perlitre.

Thisamendmenthasbeendrivenby thedesireto closedowna revenueloopholeasa
resultof excisedutydifferentials,where“light” fUel oil wasbeingusedasa substitute
transportfUel for dieselsolelyto takeadvantageof the low exciserateapplyingto fUel
oil.

Theamendmentwasproposedin ExciseTariff ProposalNo. 3 of 1995 which was
table in theHouseof Representativeson 29 July1995 andtookeffecton andfrom I
July 1995.

Item 2 - Subparagraph1I(A)(3)(a)of theSchedule

ThisitemamendstheScheduleto theTariff Act by omittingandsubstituting
subparagraphI 1(A)(3)(a).

Theeffectofthis amendmentis to increasetherateofexcisedutypayableon avgasby
1.847centsperlitre to $0.1908 perlitre with effectfrom I July 1995. Of this increase,
0.883centsperlitre will contributeto fUnding air safetyregulationthat benefitsthe
travellingpublic and,inpart, aviationindustryparticipants.Air safetyregulationis
now undertakenby the newCivil Aviation SafetyAuthority. Theremainingincrease
of 0.964centsperlitre onavgaswill recoverpartof theairwayscoststhatare
attributableto avgaspoweredaircraft.

Theincreasein theexcisedutyon avgaswasproposedin ExciseTariffProposalNo. 3
of 1995,which wastabledin theHouseofRepresentativeson 29 June1995 andtook
effect on andfrom 1 July1995.

Item 3- Sub-item11(D)of theSchedule

This itemamendstheScheduleto theTariff Act by omittingandsubstitutingsub-item
11(D).

Theeffectof thisamendmentis to increasetherateof excisedutypayableon avturby
0.883centsperlitre to 80.0238perlitre with effectfrom I July 1995. This increase
will contributeto fundingair safetyregulationthatbenefitsthetravelling publicand, in
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part, aviation industryparticipants. Air safetyregulationis now undertakenby thenew
Civil Aviation SafetyAuthority.

Theincreasein theexcisedutyon avturwasproposedinExciseTariffProposalNo. 3 4
of 1995,which wastabledin theHouseofRepresentativeson 29 June1995 and took
effect on andfrom 1 July 1995.
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SCHEDULE 4

AMENDMENTS TO THE EXCISE TARIFF ACT 1921
HAVING EFFECTON Il OCTOBER 1995

Item 1 - Subsection5B(l) (definition of petroleum)

This item amendssubsection5B( I) of theTariff Act by omittingthephrase“a liquid
derivedfrom petroleumgas”andsubstituting“condensateor liquid petroleumgas”.
This is atechnicalamendmentto inserta directreferenceto condensatefor the
purposesoftheamendmentto sectionSB proposedin item2 of this Schedule.The
two liquids thatarederivedfrom petroleumgasarecondensateandliquid petroleum
gas.

Forthe purposesof items 2 and 4 below,condensateis alsoknownasliquid petroleum
andreferencesto bothcondensateandliquid petroleumpresentlyoccurin theSchedule
to theTariff Act.

Item 2 - After subsectionSB(3)

This itemamendssection58 of theTariff Act by insertingnewsubsection58(3A).
The purposeof thenew subsectionSB(3A) is to createanexceptionto theoperation
of subsectionSB(3)with respectto the productionof condensate.

Currently,condensatethat is separatelymarketedfrom stabilizedoil is excisefree
undersub-item17(B) ofthe Scheduleto theTariff Act if producedfrom offshoreareas
andexciseexemptif producedfrom onshoreareas. With theextensionof the
petroleumresourcerenttax regimeto theBassStraitpetroleumprojectfrom 1 July
1990, theNorth WestShelfProjectareais theonlyoffshoreareanow subjectto
excise,

However,subsectionSB(3)of the Tariff Act providesthat wherea mixtureof
stabilizedoil andprescribedpetroleumis enteredfor homeconsumption,the
prescribedpetroleumin the mixture shall bedeemedto bestabilizedoil. Thedefinition
of “prescribedpetroleum”includescondensate.Therefore,wherea mixtureof
condensateandstabilizedoil is enteredfor homeconsumption,thecondensatewill be
deemedto bestabilizedoil andwill bedutiableat therateof exciseapplying to
stabilizedoil undersub-item17(A) of theSchedule. This appliesto condensate
producedfrom offshoreandonshoreareas.

With thefirst crudeoil developmentsoonto commenceproductionfrom theNorth
WestShelfProjectarea,smallquantitiesofstabilizedoil will bemixed with the
condensatestream. It is not technicallypossibleto removeall thestabilizedoil from
thenaturalgas/condensatestream. Dueto theoperationofsubsection58(3), where
this mixtureof condensateandstabilizedoil is enteredfor homeconsumption,all the
condensatewill bedeemedto be stabilizedoil arid excisableatthe rateof exciseunder
sub-item17A. This is clearly not the intentionof thepolicy first introducedin 1977
which wasdesignedto encouragecondensateproductionby giving condensate
concessionalexcisetreatment.
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Thereforeit is proposedto createanexceptionto theoperationof subsectionSB(3)in
thenew subsectionSB(3A). Thisnewsubsectionprovidesthat subsectionSB(3)does
not applyto anymixtureofprescribedpetroleumandstabilizedoil where:

(a) the prescribedpetroleumis condensate;and

(b) the stabilizedoil is obtainedfrom unstabilizedoil producedfrom a different
well to thewell from which thecondensateisobtained,ie thecondensateand
the stabilizedoil areseparatelyproduced.

Wherethecondensateandstabilizedoil areproducedfrom thesamewell, whether
offshoreor onshore,it is intendedthat subsection5B(3) continuesto apply to a
mixtureof thesetwo petroleumproducts.Thisamendmentwill takeeffectfrom
II October1995.

Furtheramendmentsto theTariff Act with respectto condensateareproposedby item
4 of this Schedule.

Item 3- ParagraphII(G)(2) of theSchedule

This itemamendssub-item 11(G)of the Scheduleto theTariff Act by omittingand
substitutingparagraph1 1(G)(2). Theeffectof thenewparagraphI l(G)(2) is to
increasetherateof excisedutyon toppedcrudeto 50.33513per litre from its present
concessionalrateof $00654perlitre. NewparagraphI l(G)(2) alsoprovidesthat
toppedhavingthecharacteristicsof fuel oil asdefinedundersubsection3(4)of the
Tariff Act will continueto beexcisableat theconcessionalrateof duty. Thenew
characteristicsof fuel oil areproposedto beinsertedin to theTariffAct by item I of
Schedule3 to thisBill.

Toppedcrudewill continueto beexcisefreewhereit is for useaspetroleumrefinery
feedstock.

Thisamendmentis intendedto removea potential dieseltransportfUel substitution
problemwith toppedcrude,in thesamewayasthe “light” fUel oil substitutionproblem
hasbeenaddressed(item I of Schedule3 to thisBill refers). With the lowerrateof
excisenow only applying to toppedcrudehavingthecharacteristicsof fuel oil, the
commercialifinancialincentivewhich might otherwisehavebeenpresentto usethis
productasa substitutefor dieselfuel in the transportarenais removed.

Item 4 - Sub-item17(B) ofthe Schedule

This item amendstheScheduleto theTariffAct by omittingsub-item17(B).

Thepurposeof this amendmentis to implementfurtherGovernmentpolicy with
respectto condensate.It is proposedto makeexciseexemptall condensate:

(a) separatelyproducedfrom stabilizedoil; and

(b) producedwith stabilizedoil that is separatelymarketedfrom thestabilizedoil
prior to entryfor homeconsumption.
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As referredto in item2 above,condensatethat is separatelymarketedfrom stabilized
oil is exciseexemptif producedfrom onshoreareas.Condensateproducedfrom a
ResourceRentTaxareaor from an excludedliquid petroleumareais also excise

exempt. It is proposedto addto theseexemptionsthecondensateproductionreferred

to in paragraphs(a) and (b) above.

If thesefin-ther two exemptionswereinsertedinto thepresentwordingof sub-item
17(B), therewould beno other remainingcondensateproductionto whichthis sub-
itemwould continueto apply. Therefore,in placeof amendingsub-item17(B) to
createfurtherexemptionsto its application,it is proposedto omit thesub-itemfrom
the Schedule.Thisamendmentwill takeeffectfrom II October 1995.

Despiteomittingsub-item17(B), condensatewill continueto beexcisableundertwo
othersub-itemsof theScheduleto theTariff Act being:

(I) sub-item17(A) asstabilizedoil in accordancewith theamendedprovisionsof
sectionSB proposedby item2 ofthis Schedule;and

(2) sub-item11(J)whereit is for useasafuel andis excisableat therateapplying
to leadedpetrol.

Theamendmentscontainedin items I, 2 and3 of this Schedulewerenotified in the
CommonwealthGazetteon 10 October1995,to takeeffectfrom Ii October1995 in
accordancewith section160B of theExciseAct 1901.
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