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Outline of the sales tax legislation
package for the 1995-96 Budget

The changesto thesalestax law announcedin the 1995-96Budgetare
containedin fourseparateBills.

Taxation Laws Amendment (Budget Measures) Bill 1995

As well as amendingthe IncomeTaxAssessmentAct1936,thisBill will
makeamendmentsnecessaryto give effectto the following salestax
measures:

• amendmentsto removeconcessionsfor certaincomputerprogramson
non-permanentmicrochips;

• amendmentsconsequentialupontheincreasein taxratesfor passenger
motorvehicles;and

• amendmentsaffectingtheliability of theCommonwealthto paysales
taxrefunds.

Theseamendmentsareexplainedin greaterdetail in the explanatory
memorandumfor theTaxationLawsAmendment(BudgetMeasures)Bill
1995.

Sales Tax (Exemptions and Classifications) Modification (Excise) Bill 1995

Sales Tax (Exemptions and Classifications) Modification (Customs) Bill
1995

Sales Tax (Exemptions and Classifications) Modification (General) Bill
1995

TheseBills will modify theoperationof theSalesTax (Exemptionsand
Classifications)Act1992 (E & C Act), asmodifiedby anyotherAct, to
theextentnecessaryto give effectto thechangesbriefly describedbelow:

• scaffolding,wall andfloor safesand rackingandshelvingsystems
excludedfrom exemption;

safes,musicalinstrumentsandbric-a-bracexcludedfrom concessional
treatment;



SalesTax (ExemptionsandClassUlcations)Mod~fIcation

• rateof taxon passengermotorvehiclesincreased;

• certaincurrentlyexemptbuilding materialsandothergoodsto be
subjectto tax;

• modelaircraftexcludedfromexemption;and

• exemptionsfor recycledpaperremoved.

Thesemeasuresaresetout in theSchedulesto theBills. The Schedules
areidenticalfor eachBill. Consequently,referencesthroughoutthis
explanatorymemorandumto particularitemsor Schedulesshouldberead
asbeingareferenceto therelevantitem or Schedulein eachof theBills.
TheConstitutionrequiresthatalaw imposingtaxationshouldonly deal
with onesubjectof taxation. Salestaxis thereforeimposedby 4 Acts, the
SalesTaxImpositionActs. ThereareseparateActs imposingsalestaxto
theextentthat it is aduty of customs,aduty of excise,atax on in situ
swimmingpools,or ataxthat is noneof these.The Constitutionalso
requiresthatalaw imposingtaxationshouldonly dealwith that
imposition,andapartof the law relatingto anyothermatterwill be
invalid.

There is a view (althoughnotsharedby theGovernment)that the
measurescontainedin the ModificationBills imposetaxation. Forthis
reason,theyhavebeenincludedin separateBills. EachBill will modify
theeffectof the ExemptionsandClassificationsAct in so far as it applies
to salestaximposedby thecorrespondingSalesTax ImpositionAct.

TheModificationBills modify theeffector operationof theE & C Act,
but do not amendit. It will thereforebe necessaryto readtheExemptions
andClassificationsAct togetherwith earliermodifying Acts,andthese
ModificationBills, to discoverhow thesalestax lawsareto be appliedin
relationto thegoodsaffectedby thesemeasures.

Thechangesto the salestaxlaw containedin theModificationBills are
explainedin greaterdetailbelow.
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General outline and financial impact

Passenger motor vehicles

Increasesthe salestax payableon passengermotorvehiclestothe general
rate(currently21 percent).

Dateofeffect: Applies to dealingswith goodsafter7.30pmeastern
standardtimeon 9 May 1995.

Proposalannounced: 1995-96Budget,9 May 1995

Financial impact: Gainto revenue:

1994-95 $18 million

1995-96 $330million
1996-97 $355million
1997-98 $380million
1998-99 $405million

Compliancecostimpact: Theproposedmeasuresshouldnot imposeany
newcompliancecostson themajority of taxpayersexceptfor aminorone-
off costassociatedwith adjustmentsof salestaxcalculations.

Safes, musical instruments and ornaments

Modifies thesalestaxlaw to makeit clearthatfreestandingsafes,musical
instrumentsandornamentsarenotentitledto theconcessionaltreatment
affordedto furniture.

Dateof effect: Applies to dealingswithgoodsafter7.30p.m. eastern
standardtimeon 9 May 1995.

Proposalannounced: 1995-96Budget,9 May 1995

Financial impact: This measurewill preventthepotentialfor revenue
leakage,ratherthandirectly increaserevenue.

3



SalesTar (ExemptionsandClassi/ications) Mod~/Ication

Compliancecostimpact: This measurewill providegreatercertaintyin
the law, thusreducingthe needfor professionaladviceandrulings. In
general,the goodsaffectedby this measurehavelong beenacceptedas
beingsubjectto salestax at thegeneralrate.

Model aircraft

Modifies the salestax law to ensurethat salestax is paidon model aircraft
atthe generalrateof 21%.A recentcourtdecisionhasoverturnedthe long
standingtreatmentofmodel aircraft.

Dateof effect: Appliesto dealingswith goodsafter7.30p.m. eastern
standardtime on 9 May 1995.

Proposalannounced: 1995-96Budget,9 May 1995

Financial impact: Not quantifiable.

Compliancecostimpact: In general,the increasein compliancecostswill
be small. Personsmanufacturing,or tradingin, modelaircraftwill now
haveto paysalestax, andwill incur somecosts in fulfilling their
obligationsin thatregard.Most taxpayersaffectedby this measurewill be
familiar with the requirementsto fulfil their salestax obligationssince,
prior to a recentcourtdecision,modelaircrafthadlongbeenacceptedas
subjectto salestax.

Scaffolding, racking and shelving and wall and floor safes

Modifies the salestax lawto ensurethatsalestax is paidon scaffolding
components,wall andfloor safesandrackingandshelvingsystems.
Recentcourtdecisionshaveoverturnedorput in doubtthe long standing
treatmentof theseitems.

Dateof effect: Appliesto dealingswith goodsafter7.30p.m. eastern
standardtime on9 May 1995.

Proposalannounced: 1995-96Budget,9 May 1995

Financial impact: This measurewill preventthepotentialfor revenue
leakage,ratherthandirectly increaserevenue.

Compliancecostimpact: Thesemeasureswill meanthatsomepersons
will be requiredto paysalestaxwherepreviouslytheywerenot required
to do so, andwill incur somecosts in fulfilling their obligationsin that
regard.Thecostswill be thesameasfor othertaxpayerswhosegoodsare
subjectto salestax. Most taxpayersaffectedwill be familiar with the
requirementsto fulfil their salestax obligationssince,prior to recentcourt
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Generaloutlineandfinancialimpact

decisions,scaffoldingcomponents,wall and floor safesandshelving
systemshadgenerallybeenacceptedas beingsubjectto salestax.

Building materials

Modifiesthe salestaxlaw to removeexemptionfromarangeof building
materials,whichwill becometaxableat therateof 12%. The broad
categoriesof goodscoveredarebuilders’hardware;wall andfloor tiles;
plasterandplastermixtures;taps,nozzles,taphandlesand showerheads;
bonding,setting andsealingagents;woodenfloor coverings;paints,
putties,fillers, thinners,pigmentsanddriers;wallpaper;prefabricated
householdcupboards,cabinetsandstorageunitsandoffice partitionsand
workstationpanelling.

Date ofeffect: Appliesto dealingswith goodson or after 1 July 1995.

Proposalannounced: 1995-96Budget,9 May 1995

Financial impact: Gainto revenue:

1995-96 $215million
1996-97 $245million
1997-98 $265million
1998-99 $290million

Compliancecostimpact: Theremovalof theexemptionwill meanthat
somepersonswill be requiredto paysalestaxwherepreviouslytheywere
notrequiredtodo so, andwill incur somecostsin fulfilling their
obligationsin that regard;however,theywill not incur anyparticularcosts
in excessof thoseborneby othertaxpayerswho dealwith goodsthat are
subjectto salestax.

Recycled paper

Modifies thesalestaxlaw to removethesalestaxexemptionfor certain
100%recycledpaperproducts.

Date ofeffect: Applies to dealingswith goodson or after 1 November
1995.

Proposalannounced: 1995-96Budget,9May 1995.
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SalesTax (Exemptionsand Classifications)Modification

Financial impact: Gainto revenue:

1995-96 $7 million
1996-97 $13 million
1997-98 $14 million
1998-99 $15 million

Compliancecostimpact: The removalof theexemptionwill meanthat
somepersonswill berequiredto paysalestax wherepreviouslytheywere
not requiredto do so,and will incur somecostsin fulfilling their
obligationsin that regard;however,theywill not incur anyparticularcosts
in excessof thoseborneby othertaxpayerswho dealwithgoodsthat are
subjectto salestax.
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Chapter

Passenger motor vehicles

Overview

1.1 Schedule1 to theBills will increasethe rateof salestax
applicableto passengermotorvehicles.Therateincreaserequires
consequentialamendmentsto thecalculationof thesubstitutetaxable
valuefor luxury motorvehicles.Thesechangesareexplainedin the
explanatorymemorandumfor theTaxationLawsAmendment(Budget
Measures)Bill 1995.

Summary of the modifications

Purpose of the modifications

1.2 Theexisting salestax ratefor passengermotorvehiclesis 16
percent.Themodificationswill increasethis rateto 21 percent.

Date of effect

1.3 Themodificationswill apply to dealingsafter7.30pm,eastern
standardtime, on 9 May 1995.[Subclause2(1) andclause5]

Background to the legislation

1.4 Non-luxurypassengermotorvehiclesarecurrentlyclassified
underItem 1 of Schedule3 to theSalesTax (Exemptionsand
ClasnjIcations)Act1992 (the E&C Act) andarethereforesubjectto sales
taxatthe concessionalrateof 16 percent. The 1993-94Budgetincreased
all WSTratesby onepercentagepoint with afurther onepercentagepoint
increasescheduledfor 1 July 1995. In accordancewith this, theWSTrate
on passengermotorvehicleswasincreasedfrom 15 percentto its current
rateof 16 percentandis scheduledto increaseto 17 percenton 1 July
1995. Thisconcessionalrateis uniqueto passengermotorvehicles.

1 .5 Passengermotorvehicleswith a wholesalevalue inexcessof
the luxury thresholdaretaxedat the 16 percentrate onthe valueof the
vehiclebelowtheluxury threshold,andat the specialrateof 45 percent
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SalesTax (ExemptionsandClass?/Ications)Mod~/Ication

on thatpartof theirvalue thatexceedsthethreshold.Othermotorvehicles
(suchas four wheeldrive vehicles)with awholesalevaluein excessof the
luxury thresholdaretaxedat thegeneral21 percentrateon thevalue of
thevehiclebelowthe luxury threshold,andatthe specialrateof 45 per
centon theamountabovethethreshold.

1.6 The luxury thresholdfor the purposesof salestaxis 67.1 per
centof themotorvehicledepreciationlimit. Forthe yearending30 June 4
1995this figureis $51,271,thereforethe luxury thresholdfor salestax
purposesis $34,403.

Explanation of the modifications

1.7 TheBills modify theE&C Act by repealingSchedule3, with
theresultthatpassengermotorvehicleswill beclassifiedunderSchedule
4 andsubjectto thegeneralrateof 21 percentrisingto 22 percenton
1 July 1995.[Items 7and8 ofSchedule1]

1.8 Theincreasein salestax applicableto passengermotorvehicles
coupledwith thefact thatthatpartof thewholesalevaluewhichfalls
belowthe luxury thresholdwill nowbesubjectto thegeneralrate,
necessitatesamendmentsto section42Aof theSalesTaxAssessmentAct
1992. Theseamendmentsareexplainedin detailin theexplanatory
memorandumto the TaxationLawsAmendment(BudgetMeasures)Bill
1995.
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ChapteF

2 Safes, musical instrumentsand ornaments

Overview

2.1 Schedule1 to theBills will modify thesalestaxlawsto ensure
that freestandingsafes,musicalinstrumentsandbric-a-bracaretaxableat
thegeneralrateof salestax(currently21 percent).

Summary of the modifications

Purpose of the modifications

2.2 Themodificationswill ensurethat freestandingsafes,musical
instrumentsandbric-a-bracareexcludedfromthe concessionaltreatment
affordedtohouseholdfurniture.

Date of effect

2.3 Themodificationswill applyto dealingsafter7.30pm, eastern
standardtime, on 9 May 1995.[Subclause2(1)andclause 5]

Background to the legislation

2.4 Furnitureof akind ordinarily usedfor householdpurposesis
taxedat the concessionalrateof 11 percentunderItem 1 of Schedule2 to
theSalesTax (ExemptionandClassUlcations)Act 1992 (theE&C Act).
Pianos,organs,freestandingsafesandornamentalobjectsin thenatureof
bric-a-brachavelongbeenacceptedasbeingsubjectto the generalrateof
salestax.

2.5 A recentdecisionof the FederalCourtfoundthatcertainsafes
werefurnitureof akind ordinarily usedfor householdpurposes,andthus
qualified for theconcessionalrate.This decisionoverturnedthelong-
standingview thatfree-standingsafeswerenothouseholdfurniture.With
regardto musicalinstrumentsandbric-a-brac,somedoubthasrecently
arisenasto whethertheyarealso householdfurniture andtaxableatthe
concessionalrate.The long standingtreatmentof thesegoodshasbeento
taxthemat thegeneralrate.
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SalesTax (ExemptionsandClassifIcations)Modification

Explanation of the modifications

2.6 Subitem1(3) of Schedule2 to the E&C Act lists goodsthat are
not intendedto be coveredby Item 1 andthereforedo notqualify for the
11 percentrate.Subitem 1(3) will bemodified to includesafes,musical
instrumentsandbric-a-bracto ensurethesegoodscannotbe classifiedas
furniture. [Item 6ofSchedule1/

2.7 Theexclusionfor safesspecifiesthat bothfreestandingsafes 4
andsafesthat areof akind ordinarily installedas fixtureswill be excluded
from theconcessionalrate.The amendmentwill ensure,however,that
safesusedfor storingfood (suchasmeatsafes)will notbeexcludedfrom
theconcessionalrate.
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Chapter

Model aircraft

Overview

3.1 Schedule1 to theBills will modify theSalesTax (Exemptions
andClass~jIcations)Act1992 to ensurethat salestax is paidon model
aircraftatthe generalrateof 21%.

Summary of modifications

Purpose of modifications

3.2 Themodificationswill give effectto longstandingpolicy on the
treatmentof modelaircraft.

Date of effect

3.3 Themodificationswill apply to dealingswith goodsafter7.30
pm. easternstandardtimeon 9 May 1995.[Clause5]

Background to the legislation

3.4 Aircraft areexemptfrom salestax underItem 61 of Schedule1
tothe SalesTax (ExemptionsandClass(fications)Act1992. That item
appliesto aircraftotherthannon-motorisedgliders or hanggliders.Model
aircrafthavelong beentreatedas beingsubjectto salestax atthe rateof
21%applicableto toys.TheFederalCourtrecentlyheld that model
aircraftthatarecapableof flight areeligible for exemptionunderItem 61
(Bons& Anor t/aScaleAviationAustraliavFC ofT 94 ATC 4372).This
outcomeisconsideredto becontraryto the intentionof theexemption
item. It is thereforenecessaryto amendthesalestax law to specifically
excludemodel aircraftfromtheexemptionfor aircraft.

Explanation of the modifications

3.5 Subitem61(1)of Schedule1 to theSalesTax(Exemptionsand
Classifications)Act 1992 is modified by addingmodelaircraft(including
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SalesTax(ExemptionsandClassj/ications) ModifIcation

modelaircraftwhichfly) to the classesof goodswhichdonot qualify for
salestax exemptionunderItem 61. [Item 5 ofSchedule1]

3.6 Forthepurposesof this amendment,model aircraftarenotto be
restrictedto modelsthat are smallerrepresentationsofreal aircraft.A
modelaircraftbasedon animagineddesignwill alsobeexcludedfromthe
exemption.

4
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Chapter

4 Scaffolding, racking and shelving

and wall and floor safes

Overview

4.1 Schedule1 tothe Bills will modify thesalestax law to ensurethat
salestax is paidon scaffoldingcomponents,wall andfloor safesandracking
andshelvingsystems.

Summary of the modifications

Purpose of the modifications

4.2 Themodificationswill giveeffect to longstandingpolicyon the
treatmentof scaffoldingcomponents,wall andfloor safesandshelving
systems.

Date of effect

4.3 Thesemodificationswill applyto dealingswith goodsafter

7.30p.m. easternstandardtime on9 May 1995. [Clause5]

Background to the legislation

4.4 A wide rangeof building materialsarecurrentlyexemptfrom sales
tax, underItems39 to 49 of Schedule1 to theSalesTax (Exemptionsand
Class~fications)Act1992 (E&C Act). Item 39providesexemptionfor certain
goodsof akind ordinarily usedasraw materialsin the constructionor repair
of buildingsorotherstructuresattachedto land.

4.5 In recentcourtcases,it hasbeenheldthatscaffoldingcomponents
andwall andfloor safesareexempt,becausethey consistof exemptbuilding
materials.Thesedecisionshavealsoputin doubtthe treatmentof rackingand
shelvingsystems.Thedecisionsareatoddswith thelong standingtreatment
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SalesTax (ExemptionsandClassifications)Modification

of thesegoods,which canbe identifiedas goodswith their own distinct
character.

Explanation of the modifications

4.6 Scaffolding,wall andfloor safes,rackingandshelvingsystems,
andcomponents,fittings, accessoriesandattachmentsfor thesegoods,will be
excludedfrom exemptionby theseamendments.This will be achievedby
specificallyexcludingthemfrom thetwo exemptionItemswhichcouldapply
to thesegoods,that is, Items39 and49 of theE&C Act. [Items 1, 2, 3 and4
ofSchedule1]

4.7 Therateof tax applicableto scaffolding,wall andfloor safes,
rackingandshelvingsystems,andcomponents,fittings,accessoriesand
attachmentsfor thesegoods,will thengenerallybe taxedat 21 percent,
unlessthe goodscanbe classifiedunderItem 1 of Schedule2 asgoodsof a
kind ordinarily usedfor householdpurposes.

4
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Building materials

Overview

5.1 Schedule2 to theBills will modifythe exemptionsfor certain
building materials.Thesebuilding materialswill becometaxableatthe rateof
12 percent.

Summary of the modifications

Purpose of the modifications
5.2 Themodificationsmakesomecategoriesof currentlyexempt
building materialstaxableattheconcessionalrate,which will be 12 percent
whentheamendmentcomesinto effect.

Date of effect

5.3 Themodificationswill applyto dealingsoccurringonor after 1
July 1995. [Clause6oftheBills]

Background to the legislation

5.4 The salestax law currentlyexemptsmostbuilding materialsfrom
salestax. Themodificationscontainedin theBills will applytheconcessional
rate,which will be 12percentwhenthemodificationscomeinto effect, to a
rangeof building materials.
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SalesTax (ExemptionsandClassj/Ications) ModifIcation

Explanation of the modifications

Plaster

5.5 Plasterusedasrawmaterialsinconstructionandrepairis currently
exemptfrom salestax. It will becometaxableat 12 percentby removingthe
referenceto it in paragraph39(1)(i) of Schedule1 andincluding it in new
item 16 in Schedule2 of theE&C Act. Goodsmanufacturedfrom plaster
suchascornices,plasterboardsandplastersheetswill remainexemptfrom
salestaxunderparagraph39(1)(i)of Schedule1, whichwill continueto
exemptcertainplasterproductsandgoodshavingstructuralusessimilar to
plasterproducts.[Items 2 and15 ofSchedule2]

Ingredientsfor plastermixtures

5.6 Goodsof akind marketedprincipally asingredientsfor plaster
mixturesarecurrentlyexemptfromsalestax undersubitem41(2)of Schedule
1 to theE&C Act. Theywill becometaxableat the rateof 12 percentby
removingthereferenceto plastermixturesin subitem41(2)of Schedule1 and
includingthemin subitem16(2)ofSchedule2. [Items6and15 of
Schedule2]

Builders.’hardware

5.7 All goodscurrentlyexemptfrom salestaxasbuildershardware
will becometaxableat 12percentby removingparagraph39(1)(o)of
Schedule1 andincorporatingareferenceto builders’ hardwareinparagraph
16(l)(a)of Schedule2. [Items 3 and15 ofSchedule2]

5.8 Examplesof builders’hardwarethatwill becometaxablearenails,
rivets,washers,screws,boltsandnuts.

Wall andfloor tiles

5.9 Tiles or floor coveringsmadeof cork, linoleum, rubber,vinyls or
similar materialsarecurrentlysubjectto salestax. However,certainsimilar
wall and floor tilesareexemptfrom salestax. Thelaw will bemodified so
thatall otherwall andfloor tilesbecometaxableat 12percent. This will be
doneby excludingwall tiles or floor tiles orother floor coveringsfrom the
item 39 exemption,andincludingthemin thenewitem 16 of Schedule2. 4
[Items4and15 ofSchedule2]

I
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Building materials

Timberfloor coveringsandparquetblocks

5.10 Subitem42(b)of Schedule1 currentlyexemptsparquetblocks.
Timber floor coveringsincludingparquetblockswill becometaxableat 12
percentby removingthe referenceto parquetblocks in subitem42(b)of
Schedule1 to theE&C Actandincluding timberfloor coveringsincluding
parquetblocksin Schedule2 undernewsubitem17(1).Timber floorboards
will continueto be exempt.An additionalmodificationwill bemadeto
subitem42 to ensurethatgoodscoveredby new item 17 or 19 of Schedule2
to theE&C Act (office partitionsetc)arenotexemptundersubitem42(1).
[Items 7, 8, 13 and15of Schedule2]

Paints,putties,wallpaperetc.

5.11 Paints,putties,wallpaperetc. arecurrentlyexemptfrom salestax
underitem 44of Schedule1. Thesegoodswill becometaxableat 12 percent
by omitting item44 andcreatinga newitem, item 18, in Schedule2 which
will coverpreciselythesamegoods.[Items 1, 9, 13 and15 ofSchedule2]

Taps,nozzles,taphandlesandshowerheads

5.12 Taps,nozzles,taphandlesandshowerheadsof akind ordinarily
installedasfixturesin housesandotherbuildingsarecurrentlyexemptfrom
salestax undersubitem50(3)andparagraph39(1)(j)of Schedule1. These
goodswill becometaxableat 12percentundernewitem6A in Schedule2 of
theE&C Act. Item6A will alsocoverpartsfor thesegoods.Item 50 anditem
39 will bemodifiedto ensurethattheycannotexemptgoodscoveredby item

6A. [Items 5, 11, 12 and14 ofSchedule2]

Officepartitions andworkstationpanelling

5.13 Office partitionsandoffice workstationpanellingandvarious
componentsof thesegoodsarecurrently exemptfrom salestax. Theywill
becometaxableat therate of 12 percentundernewitem 19 in Schedule2 to
theE&C Act. Fittings,accessoriesandattachmentsfor officepartitionsand
office workstationpanellingwill alsobetaxedat 12 percentby inclusionin
newitem 19. Items39 and42 in ScheduleI will be modified to ensurethat it
canno longerexemptgoodsto becoveredby newitem 19 in Schedule2.
[Items 5, 10 and15 ofSchedule2]

5.14 Movableoffice screensarecurrentlytaxableattherateof 21 per
centandwill continueto besubjectto thatrate.Work surfaces,shelvesand
otheroffice furnituredesignedto be attachedto office partitionsor office
workstationpanellingwill notbe coveredby item 19 andwill continueto be
treatedas commercialoffice furniture,currentlytaxableat 21 percent.
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SalesTax(ExemptionsandClassifications)ModifIcation

Kitchen cupboardsandotherstorageunits 4
5.15 Kitchencupboardsandotherhouseholdstorageunitsarecurrently
treatedasexemptunderparagraph42(c) of Schedule1 tothe E & C Act.
Prefabricatedtimber cupboards,cabinets,storageunits(including bathroom
vanityunits) andkitchens,of akind ordinarily usedfor householdpurposes,
will becometaxableat 12 percentundernewsubitem17(2)of Schedule2.
[Item 15 ofSchedule2]

Exclusionsfrom building materialsexemptions

5.16 Paragraph39(3)(j) of Schedule1 ensuresthat thecurrentrangeof
exemptionsfor building materialsdoesnotexemptcertainclassesof goods
coveredby Schedule2 of the Act. Thisparagraphwill bemodifiedto include
theclassesof building materialswhich areto becometaxableunderitems6A,
16 or 19 of Schedule2. (Item 5 of Schedule2]
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Chapter

6 Recycled paper

Overview

6.1 Schedule3 to the Bills removesthe salestax exemptionfor certain
100%recycledpaperproducts.

Summary of the modifications

Purpose of the modifications

6.2 Themodificationswill ensurethat thegeneralrateof salestax
(currently21 percent)will applyto goodsmadeentirely from recycled
paper.

Date of effect

6.3 Themodificationswill applyto dealingswith goodson or after 1
November1995.[Subclause2(3) andclause7)

Background to the legislation

6.4 Item 108 of Schedule1 to theSalesTax (Exemptionsand
Class(fications)Act1992 (theE&C Act) currentlyexemptsrecycled
printing andwriting paperfrom salestax providedthosegoodsaremade
entirelyfrom recycledpaper.In September1993,the Industry Commission
releasedareport entitled‘Adding FurtherValueto Australia’sForest
Products’.Thereportnotedthat theuseof salestax exemptionsin this case
was inefficientand likely to impedeefficient industrydevelopmentand
recommendedthatthe salestax exemptionfor recycledpaperproductsbe
abolished.

19



SalesTax (Exemptionsand Classifications)Modification

Explanation of the modifications

6.5 Schedule3 to theBills removesthe salestax exemptionfor 100%
recycledpaperby omittingItem 108 fromSchedule1 to theE&C Act andby
removingthereferenceto Item 108from theTableof Contentsto Schedule1.
[Items2 and1 respectively]
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