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A. GeneralOutline andFinancial Impact

The SalesTaxLaws AmendmentBill (No.2)1991will amendthesalestax
law bymakingthe following change:

Quarterly Paymentof Tax

• Taxpayerswho haveanannualsalestax liability belowa threshold
amountwill beableto lodgereturnsandpaysalestax on aquarterly
basis;

• Thethresholdamountwill be:

• for 1991-2,$50,000;

• for any subsequentyear,the thresholdfor the previousyear
adjustedin line withmovementsin theConsumerPrice
Index.

• The costwill be$49.8min 1991-92and$5.9min 1992-93.
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B. Overview of the SalesTax Law

The following outlineof thesalestaxlaw will help you to understandthe
changesthis Bill will make.

What issalestax and to what goodsdoesit apply?

Salestaxis a onestagetax that appliesto all goodsproduced in Australia
or importedinto Australiathathavenot previouslygoneinto useand
consumptionin Australia. In general,it appliesat thewholesalelevel,but
it couldalsobepayableby manufacturersandimporters,aswell asby
wholesalers.Thetax is basedon thelastwholesalepriceor avalue
equivalenttoit.

Flowandwhenissalestax paid?

The ATO requiresmanufacturersandwholesalemerchantsto registerand
supplydetailsof their taxable transactionseverymonth. Thetax is
basicallyself-assessed.The manufacturersandwholesalersmust
calculatethe tax payableon their transactionsfor themonthandsend
their paymentwith eachmonthly return. Importerspay the tax when
theycleartheir goodsthroughCustomsunlesstheyareregisteredand
quotetheir registrationcertificatefor the goods.

How is the legislationstructured?

The salestaxlegislationis containedin anumberof separateActs (these
areknownasSalesTaxAssessmentActs andeachhasanequivalent
RatingAct or Ads). There is alsoaseriesof Regulationsthatcomplement
thoseActs. The Acts andRegulationsmustbe read together to properly
understandthewholesalesafestax. The table below lists theAssessment
Acts togetherwith thetaxabledealingsto which theyapply.

Act No. TaxableDealings

Goodsmanufacturedin Australia,and:

No.1 soldby a manufactureror treatedasstockfor saleby retail
or applied to nianufacturersownuse; 4

No.2 sold by apurchaserfrom themanufacturer;

No.3 sold by apersonnotbeingthemanufactureror apurchaser
from the manufacturer;

No.4 applied to own useby apurchaserwho quoted a salestax
certificatenumberwhenpurchasingthegoods; 4
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Goods importedinto Australia,anfl:

No.5 enteredforhomeconsumption;

No.6 soldby the importer or applied to own useby the importer;

No.7 soldby apersonotherthantheimporter;

No.8 appliedto own useby apurchaserwho quoteda salestax

certificatenumberwhenpurchasingthe goods;

Othertaxabledealingson Australian manufacturedor imported
goods:

No.9 anygoodsin Australia that areleasedout by a registered
person;

No.10 certain royalties payablein respectof goods;

No.11 certain dealingswith airport shop goods.

Certaingoodsareexemptfrom SalesTax

The First Scheduleto the SalesTax (ExemptionsandClassifications)Act
1935 lists classesof goodsthat areexempt from tax.

Further Schedulesto thatAct list the classesof goodsthataretaxableat
specifiedrates. If goodsarenotlistedin anyofthe Schedulesto that Act
thentax is payableat what is calledthe “generalrate” (currently 20 per
cent).
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C. Quarterly Paymentof SalesTax

1. Summaryof ProposedChanges

ThisBill will amend the salestax law to give somesalestax payers the
option of paying tax eachquarterratherthaneachmonth. Theconcession
will apply if aperson’ssalestaxliability for the precedingfinancial year
doesnotexceedthe threshold amountfor thecurrent year. Their tax
liabilities mustalsobeup to date.

Thethreshold amountfor the first year (1991-92)in which this concession
will apply will be$50,000. Thiswill beadjustedin subsequentyearsin
linewith movementsin theConsumerPriceIndex.

Theconcessionwill not beavailablefor leasedgoods,importedgoods
enteredfor homeconsumptionor goodspurchasedfrom inwards duty
freeshopsat Australianinternational airports.

Theamendmentswill apply from 1 August 1991. The first quarterly
paymentof tax will bedueby 21 November1991 for taxabledealingsin
August,SeptemberandOctéber.

2. Background

Under theexisting law,salestax payersmust generallypay tax and lodge
returns within 21 daysafter thecloseof the monthin whicha taxable
dealing occurs.

In the caseof goodsenteredfor homeconsumptionor boughtat inwards
duty free shops,paymentisrequired at the timeof the dealingwith the
goods. For leasedgoods,theCommissionerdeterminesthe time for
payment in eachcaseandreturnsmustbelodgedmonthly.

The quarterlypaymentsystemproposedby this Bill will assistsmallsales
tax payers.

I
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3. Outline of the Amendments

TheSalesTax law will be amendedassetout in theScheduleto the Bill.
TheBill will amendthe following Acts in the waysdescribedbelow.

SalesTaxAssessinentAct(No.1)1930

• amendssection3 to insert new definitions that apply to all
AssessmentActs amendedby theBill.

• insertssection31) whichdefines“quarterlyremitter” (subsection(1))
andsetsout theformula for calculatingthequarterlyremitter
threshold(subsections(2)-(7)).

• Insertssection21A whichallowsaquarterlyremitter to lodge
returnsfor a quarter or to lodgeseparatereturnsfor eachmonth in
the quarter.

• insertssection24A to allowaquarterlyremitterto paytax within 21
daysafter the endof the quarter.

• amendssection25AA to allow aquarterlyremitter21 daysafter the
endof a quarter to requestthe Commissionerto makeanassessment
in respectof a taxabledealing.

• amendssubsection40(3) to extend theperiodof timewithin whicha
quarterlyremittercanrequestreviewof a refund decision.

SalesTaxAssessmentAct(Nos.2-4 & 6-8) 1930andSalesTaxAssessment
Act(No.10) 198$

• insertssection7A into eachAct to allow quarterlyremittersto lodge
returns on a quarterly basisif theychoose.

• inserts section9A to allow aquarterlyremitterto paytax within 21
daysof the endof the quarter.

• amendssection 1OA to allow aquarterlyremitter21 daysafter the
endof a quarter to requesttheCommissionerto make an assessment
in respectof a taxabledealing.

SalesTaxProcedureAct 1934

• amendssection3 to insert newdefinitions.

• amendssection5 to allow for theoperationof the quarterly
paymentssystem.
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4. Detailed Explanation of the Amendments

A personwho qualifiesas a quarterly remitter will have the option of
paying tax andlodgingreturnson a quarterly,ratherthanamonthly,
basis.

I
Who canbe a quarterlyremitter?

A quarterly remitter will be a personwho can satisfyoneof two testsset
out in amendmentsproposedby the Bill. Thesetestswill be:

Test I If thepersonis notalreadya quarterlysalestaxpayer,then

• their salestax liability for thepreviousfinancial year mustnot
exceedthequarterly remitter threshold for the current year;
and

• they must not haveanyoutstandingsalestax returns or sales
tax liabilities at the endof the21stdayof the quarter in which
the testisapplied.

[Scheduleto the Bill - Newparagraph 3D(l)(a), SalesTax AssessmentAct
(No.1) 19301

Test 2 If thepersonis alreadya quarterlysalestaxpayer,

• their salestaxliability for theprevious financial year mustnot
exceedthe quarterly remitter threshold for thecurrent year.

In the first year of operation (1991-92)Test 1 will apply to all salestax
payers. In subsequentyears,testI will apply to new taxpayers,and
existingtaxpayerswho are notquarterlyremitters, to determine if they
areeligible, test2 will only apply to quarterly remittersto determine
their eilgibility to remain on thesystem.

[Scheduleto the Bill - Newparagraph 3D(1)(b), SalesTax AssessmentAct
(No.1)1930}

Exceptionsto thequarterly payment rules

Sometaxable dealingswill be excludedfrom thequarterly payment rules.
Theseare:

• entry for homeconsumptionof importedgoods(taxableunderSales
TaxAssessmentAct (No3)1930 - tax is payableat the time of entry);

• a leaseof goods(tax ispayablewhendeterminedby the
Commissionerunder SafrsTaxAssessmentAct (Wo.9)1930); and

dealingswith airportshopgoods(taxispayableat thetimeof the 4
dealingunder SalesTaxAssessmentAct
(No. 11) 1985).
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In thesecasesthepersonmust still paythetax on thesedealingswithin
the timewhich is presentlyprescribed.Thefad that aquarterlyremitter
hastaxabledealingsof thiskind doesnotpreventthepersonfrom paying
quarterlyfor other taxabledealings.Thethresholdlimit iscalculatedon
all taxabledealings.

What are the salestax quarters?

They arethe threemonth periodsendingon 31 July, 31 October,31
January and30 April. A quarterly remitterwill lodgereturns andpay tax
for eachquarter by 21 August, 21 November,21 February and21 May
eachyear. [Scheduleto theBill - subsection3(1), SalesTaxAssessmentAct
(No.1) 1930]

The Meaning of Quarterly Remitter Threshold

Thequarterlyremitterthresholddetermineswhethera personcan pay tax
on a quarterlybasisduring a particularfinancialyear (thecurrentor
“threshold’ year). Therewill beaquarterlyremitterthreshold for each
financial year. It will be $50,000for thefinancialyear commencingon
1 July 1991.

If a person’s sales tax liability for the financialyear immediately before the
current year is equal to or less than the quarterly remitter threshold for
the current year then the person will be entitled to be a quarterly remitter
during the currentyear. tSchedule to the Bill - Newparagraph 3D(2)(a)
SalesTax AssessmentAct (No.1)1930].

Example 1 CompanyX commenced business as a wholesalemerchant
on 1 July 1990. During the 1990-1 year it paid sales tax of
$35,000. The company canpay tax on a quarterly basis in
1991-92 because its tax liability for 1990-91 ($35,000) was less
than the quarterly remitter threshold for 1991-92($50,000).

Example 2 Co. Y commencedbusinesson 1 July 1991and had a tax
liability of $120,000for that financialyear- obviously in
excess of the $50,000threshold. It will be a quarterly
remitterfor the 1991-92 year but is unlikely to be a quarterly
remitter in thenext year.

The Quarterly Remitter Threshold will be indexed to the CFI

The threshold will be indexed in line withmovements in the consumer
price index so that it is not eroded by price increasesand to ensure that
the new system will continue to benefitsmalltaxpayers. The
Commissionerof Taxationwill announcethe thresholdamount
applicableto quarterlysalestaxpayers.
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The thresholdamount for later financialyearswill be calculatedusingthe
following formula (roundedup to the nearestwhole dollar):

Previousyear’sthresholdx tudexationfactor

Previousyear’s threshold is thequarterlyremitterthresholdfor the
financialyearimmediatelyprecedingthecurrent(or threshold)year.
Indexationfactoris theindexationfactorfor thethresholdyear.
[Scheduleto the Bill - Newparagraph30(2Kb), SalesTax AssessmentAct
(No. 1)19301

Returnsof Tax

Taxpayers must generally lodge returns of tax at the same time that the
taxis due.

Eachof theAssessmentActs which this Bill will amendcurrently requires
a returnform tobelodgedwith theCommissioner.Theform setsout the
value of the taxable dealings madeby a taxpayer in a month and the tax
payableon thosedealings.

The Bill will amendtheprovisionsfor lodgingsalestax returns:

• A personwho is a quarterly remitterwill have theoption of paying
tax and lodgingreturnseither on a quarterly or a monthly basis.

• Personswhosatisfy thetestsfor beinga quarterly remitter, do not
needtonotify theCommissionerof wTh icE paymentandlodgment
optionthey choose.

• A quarterlyremitterwho choosesto lodgereturnsonamonthly
basiswill not belegally requiredto lodge thosemonthlyreturns
within 21 daysafter thecloseof eachmonth. All that isrequired is
that the taxpayer either lodges three monthlyret-urnsor one
quarterlyreturnwithin 21 daysafterthedoseof therelevant
quarter.

[Scheduleto the Bill - Newsection2lA of AssessmentAct (No.1)andnew
section7A of AssessmentActs (Nos.2-4,6-8 & 10)1

Time for Paymentof Tax

Apersonwho satisfiesa test to becomeaquarterlyremittermust pay tax
within 21 daysafter theendof a quarter on the taxabledealingsthat
occurred in that quarter (other than taxabledealingsto whichthe
quarterly payment rules do not apply).

Thepersonmay:

• paythe total liability for the quarter in asinglepayment by the 21st
dayafter theendolthe quarter; or I
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pay tax in separateinstalmentsfor eachmonth of the quarter, so
long asthe total liability for the quarter ispaidwithin 21 daysafter
the endof thequarter.

[Scheduleto the Bill - Newsubsection24A(1)of SalesTax Assessment Act
(No.1) and newsubsection9A(l) of SalesTaxAssessmentActs (Nos.2-4,
6-8kb)]

The tax is dueandpayable21 days after the endof the quarter unlessthe
Commissioner:

• hasreason to believea taxpayer will go overseasbefore the due
date. An earlier paymentdate maybefixed in thiscase;

• extendsthe timefor payment of the tax or allowsthe tax to be paid
in instalments.

[Scheduleto the Bill - New subsection24A(2)of SalesTax AssessmentAct
(No.1) andnewsubsection9A(2) of SalesTax AssessmentActs (Nos.2-4,
6-8 & 10)].

Refunddecisionsfor quarterlyremitters

Under the existingsalestax law (SalesTax AssessmentAct (No-b),
subsections40(2) and(3)), apersonwho applies for a refund andhas that
applicationrejectedmaylodige anobjectionto thatdecisionwith the
Commissioner.TheCommissionermustthenconsiderandmakea
decisionabout that objection. However,the personlodgin~theobjection
must do sowithin 60 daysafter the dateof the taxable dealing to which
therefund application relates. The Bill will extendthatperiodto 120 days
for quarterly remitters only. [Scheduleto theBill - Newsection40(3)of
SalesTar AssessmentAct (No.1)1930.]

Sectionsof AssessmentAct (No.1) that will alsoapply to other Acts

A feature of the salestax legislation is that mostof therules relating to the
assessmentof tax are setout onceonly, in the SalesTaxAssessmentAct
(No.1). However,eachof the AssessmentAds to be amendedby thisBill
hasa specialprovision(section12) whichautomaticallyincorporates(and
adapts),without the needto restatethem,as many of thoseniles asare
relevantto the taxabledealingscoveredby the Ad.

Eachsection12 of theAssessmentActs (Nos.24,6-8 & 10) will be
amendedto include new section3D of AssessmentAct (No.1)asasection
applicableto all thoseAds. Theeffedof thisamendmentwill be that the
rules relating to quarterly remitters’ thresholdsand indexation will also
apply to theseAds. [Scheduleto the Bill - subsection12(1),SalesTax
AssessmentAct (Nos.24,6-8& 10)1
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Changesto the SalesTax ProcedureAct to Reflectthe Quarterly Payments
System

Sections5,6andIC of the SafesTaxProcedureAct1934 facilitate the
collection andrecovery of salestax by removing the necessityto establish
under whichof the AssessmentAds a particulartaxable dealingfalls. 4
SectionSrequiresa salestax payer to lodgea returnif, during anymonth,

the person:

• sellgoods;

• transfersto retail stockgoodsthat the personhasmanufactured;

• applies goodsto own use; or

• leasesgoods.

Thereturn mustbe lodgedwithin 21 daysafter the closeof the monthin

which the taxabledealing occurs.
In the caseof quarterlyrernitters,theBill will amendthis section to extend
the~eneral requirement to lodgereturns to include returns by quarterly
remitters. [Scheduleto the Bill - section5, SalesTax ProcedureAct 1934]

5. CommencementDate

Theamendmentwill apply to taxabledealingsthatoccuronor after 1
August1991. tSubclause4(1)1

A personcannotbeaquarterlyremitterforasalestax Quarterearlierthan
the onecommencingon 1 August 1991. [Subclause4(211

I

I
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