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General Outline and Financial Impact

The amendmentsto bemadeby theseBills fall into 3 categories:

1. There-impositionofsalestaxat the rateof 20 percenton
swimmingpool. spapooiandhottub shellsconstructedin situ.

Theseprovisionsarecontainedin theSalesTax Imposition(In
SituPools)Bill 1992 andin Division 2 ofPart3,andPart5ofthe
SalesTaxLawsAmendmentBill (No. 2) 1992;

2. The extensionof the periodduringwhich anexemptionfrom tax
will beavailablefor certainUHF televisiontransmitters.

Theseamendmentsarecontainedin Part2 of theSalesTaxLaws
AmendmentBill (No. 2) 1992;

3. Themakingof miscellaneousamendmentsto ensurethat the
new salestaxlaw operatesasintended.

Theseamendmentsarecontainedin Division 2 of Part3 andPart
4 oftheSalesTax LawsAmendmentBill (No. 2) 1992.

1. Swimming pools

Change: To re-imposesalestax on swimmingpool, spapoolandhottub
shellsconstructedin situ to bring their treatmentfor salestax purposes
into line with otherswimmingpools,spapoolsandhottubsthat are
alreadysubjectto tax.

Financial Impact: A gain to therevenueof $2.5min 1992-93and$5m
in a fhll year.

2. UHF television transmitters

Change:To extendthecurrentexemptionfor UHF television
transmittersuntil 1 January1994.

Financial Impact: Nil.
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3 Miscellaneous Changes

(a) SalesTaxAssessmentAct.7992

Useofgoodsas raw materials

Change: To clarify thecircumstancesin whichgoodswill be takento
havebeenusedasrawmaterialsin manufacturingothergoods,or in
constructingOr repairingproperty.

Financial Impact: Nil

Containers for export

Change: To extendtheexemptionfor containersfor exportsothat it
appliesregardlessof thenatureof thecontentsof thecontainer.

Financial Impact: A cost to therevenueof $lm in 1992-93and$2min a
full year.

Taxabledealingwith goodsthat are the contents ofa
container

Change: To ensurethat thevalueofacontainerwill notbe excluded
from thetaxablevalueof an assessabledealingwith its contentswhere
tax hasbeenpaid separatelyon the containerbutsubsequentlyrefunded
underacreditclaim.

Financial Impact: Nil.

Registration entitlement

Change: To excludepersonswho areone.offmanufacturersfrom
entitlementto registration.

Financial Impact: Nil.
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Standard grounds for quoting a registration number

Change: To allow registeredpersonsto quote whenacquiringgoodsfor
saleto eligible Australiantravellersin accordancewith theprescribed
rulesfor exportsales.

Financial Impact: Nil.

Clawback ofCR9credit on later saleof faulty goods

Change: To correctaminordraftingerror.

Financial impact: Nil.

Creditsfor registered personswho didnot quote when
entitled to quote

Change: To ensurethat acreditwill notbeallowableunderCredit
groundCR2 to a registeredpersonwho wasentitled to quotein respectof
an assessabledealingbutdid notquote,ifthe registeredpersonhas
subsequentlysoldthegoodsor appliedthem to own use.

Financial Impact: Nil.

Credits for repairs under warranty

Change: To ensurethatcreditsfor replacementgoodsusedin repairs
underwarrantyareavailableto third partyrepairersandto limit credits
availablein respectof warrantyrepairsto caseswherethevalueof the
warrantyhasbeenincludedin the taxablevalueoftheoriginal goods.

Financial Impact: Nil.

Credit entitlement wherethere is abad debt

Change: To extend thecircumstancesin whichacreditwill be available
for tax paid on goodswhich are the subjectof abaddebt.

Financial Impact: Nil
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Computer programs on microchips

Change: To ensurethattax is notpayableon thevalueof a computer
programembodiedon mediumsotherthan non-erasablemicrochips.

Financial Impact: Nil.

Prescribed rules for export sales

Change:To include a referencein thedefinition of prescribedrulesfor
exportsalesto theconditionsthatmustbe compliedwith in order fora
credit to beavailablein respectof goodssoldto eligible Austraiianor
foreign travellers.

Financial Impact: Nil.
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(b) SalesTax (ExemptionsandClassifications) Act 1992

BusinessInput Exemptions for the Oil Industry

Change:To ensurethat all businessinputs exemptionsareavailableto
qualifying oil companies.

Financial Impact: A negligiblecost to therevenue.

Building materials

Change: To ensure that thenewexemption Item for building materials
doesnot inadvertentlyexcludesomematerialscoveredby the existinglaw.

Financial Impact: Nil.

Crude oil andDieseloil

Change:To restoretheunconditionalexemptionfor crudeoil that is
availableunderthe existinglaw andto makedieseloil an alwaysexempt
good.

Financial Impact: A negligiblecost to therevenue.

Partsfor spectaclesandwheelchairs

Change: To providean exemptionfrom tax for partsfor spectaclesand
partsfor wheelchairs.

Financial impact: Nil.
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Swimming Pools
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Re-imposition of SalesTax on In Situ Swimming
Pools

A. Introduction

Thischapterdescribeshow the newsalestax law will apply to swimming
pool shells,includingspapoolandhottub shells,thatareconstructedin
situ.

2.2 In February 1992the High Court ruled that legislationpurporting to
imposesalestax on swimmingpoolsconstructedin situ wasof no effect
(Mutual Pools& StaffPtyLtd v FederalCommissionerofTaxation(1992)
104ALR545). The Court foundthat thelegislationdid notconformwith
therequirementsof section55 of theConstitution. Oneof themeasures
containedin theseBills is there-impositionof salestax on in situ poolsat
therateof2Oper cent.

B. SalesTax Imposition (In Situ Pools)Bill 1992

Explanation

2.3 ThisBill will imposesalestax to theextentthat thetax relatesto in
situ pools.fciarsse3]

2.4 The poo1sand tubs on which the Bill imposestax are thosecoveredby
new section12A to beinsertedin theSaksTaxAssessnwrttAct1992 by
theotherBill in this package- theSalesTax LawsAmendmentBill
(No. 2) 1992.

2.5 Constitutional requirements for separateActs to imposesales
tax: ForConstitutionalreasons,salestax payablefrom the first taxing
daywill beimposedby 4 Acts:

• theSalesTax Imposition(Excise)Act 1992 - tothe extentthat it is a
dutyof excise;

• theSalesTaxImposition(Customs)Act 1992 - to theextentthat it
is adutyof customs;

• theAct proposedby this Bill . to the extentit is atax on in situ
swimmingpools;and
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theSaksTax Imposition(General)Act 1992 - to theextentthat it is
not adutyofexcise,aduty ofcustomsora taxon in situ swimming
pools.

2.6 Property of aStatewill not be taxed: The Bill containsa
provision to theeffectthat it. will notimposeataxon propertyof anykind
belongingto a State. The term propertyof anykind belongingto aState’
will havethe samemeaningthat the termhasin section114of the
Constitution.lchzuse41

Note: Section1 14 statesthat the Commonwealthshall not impose
anytax on propertyofanykind belongingto aState.

2.7 Commencement:The Bill will commenceon the dayit receivesthe
RoyalAssent.Iclause2]

C. Amendments to the SalesTaxAssessmentAct

1992

Suniina:ry

2.8 The SalesTax Laws AmendmentBill (No. 2) 1992 will insert new
section12A in theSalesTaxAssessmentAct 1992. Thenew sectionwill
apply to swimmingpool, spapool andhottub shellsconstructedin situ in
Australia(in situ pools). The Bill will alsoamendthe SaksTax
Imposition(General)Act 1992 sothat tax is not imposedon in situ pools
by thatAct.

Explanation

2.9 Whowill be liable to paysalestax:

(a) A pool builder whoconstructsorerectsa pool shell in situ in
Australia underacontractwith a pool purchaser.
(newparagraph 12A(1)(a). clause6oftlzeSalesTaxLawsAmendment

(No, 2) Bill 19921

(b) In anyothercasethepoolowner. The mostcommonexample
ofothercircumstancesin which a pool might be built in Australia
is constructionby thepoolowner. A significantproportionof in
situ poolconstructionis carriedoutby owner-builders. In such
cases,insteadof gettingabuilder to constructthepool, theowner
takeson therole oforganisingthepooi’s construction.Thiscan
includeconstructingsomeor all of thepool herselfor himself.
[newparagraph 12A(2)(a) . clause6ofthe SalesTaxLawsAmendment

(No.2)Bill 19921
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2.10 Goodsmanufacturedin Australia: The constructionin situ of a
pool shellby apoolbuilderor owner-builderwill betakento be the
manufactureofgoodsunderthenew salestax law. Broadly,the
responsibilitiesandconcessionsthatapply to manufacturerswill also
applyto pool buildersandowner-builders. As is thecasewith
manufacturers,for salestax to applyit is notnecessaryfor abuilder to
personally‘manufacturethegoods’ - organisingothersto undertakethe
workwill be sufficient.

2.11 When will the liability occur: When the construction or erection
ofthewalls andfloor of thepool shellor containeris completed. The
usualrequirementsfor paymentofthetax will apply:

(a) In thecaseof a pool builder: Th~poolbuilderwill be takento
havesoldthe pool by retail, to thepoolpurchaser,immediately
after theconstructionhasbeencompleted.Thiswill bean
assessabledealingsubjectto salestax;

[new subsection12A(4) . clause6oft/seSolesTar LawsAmendment
(No.2) Bill 19921

(b) In thecaseof anowner-builder The owner-builderwill be
takento haveappliedthepool to heror hisown useimmediately
after constructionhasbeencompleted.Thiswilt beanassessable
dealingsubjectto salestax.

[newsubsection12M5) . clause6ofthe SalesTaxLawsAmenthnent
(No. 2) Bill 1992J

2.12 Whendoestheconstruction of a shellbeginand when is it
complete:A poolshellis thewallsandfloor of thepoolor the structure
that is thecontainerfor thepool. Salestax will not apply to:

(a) anyexcavation,clearing,levelling, landscapingor other
earthworksassociatedwith aswimmingpool, spapoolor hot tub
constructedin situ;

(b) painting, tiling, treatingor finishing thepoo1shell;

(c) copingofanykind;or

(d) installinganydrainage,heating,lighting, powersupply,water
supplyor filtering or pumpingequipmentin, or in connection
with, thein situ pool.

(new subsection12A(9) - clausesofthe Sale,TaxLawsAmendmentBill(No. 2)
1992]

2.13 Constructionoftheshellwill commencewhenthefirst stepsare
takento build thefloor andor walls of the shell. In mostcasesthis will
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occurwhenthetying andshapingofthe steelreinforcing cagecommences.
Anotherexamplewould bewhenprefabricatedwall or floor sections
commenceto beinstalled.

2.14 Constructionwill becompletewhenthe shellis capableof holding
waterbutnotnecessarilywaterproof. Forexample,in thecaseof a shell
constructedfrom pouredconcrete,whenthe concreteis dry.

2.15 Forthepurposesof this Bill, a pool shellwould normallynotinclude
apoo1 liner. Howeverin thecaseof somelargerpools theliner is actually
thecontaineror walls andfloor ofthe pool. Thesepoolsarebuilt mainly
of sandandliner with someconcreteat oneorbothendsofthepool.
Without theliner therewould beno containerfor the water. In these
casestheliner will form partof theshell for the purposesof new section
12A.

2.16 Smallbusinessexemption will notapply: Thesmall business
exemptionwill notbe availableto poolbuildersandowner-buildersin
relationtoin situ poo1 assessabledealings.

[newsubsection12A(6). clause6oftheSalesTaxLawsAmendment(No. 2) Bill
19921

2.17 Taxablevalueof apoolshell: Thetaxablevaluethat will apply
to mostin situ pools,i.e., thoseofakindusuallyinstalledbyor for
householders,will betheprice(excludingsalestax) for which the pool
builderorowner-buildercould purchaseacomparablein-ground
fibreglasspoolshell by wholesale.

mewsubsection12A(7) - clauseSoftheSalesTaxLawsAmendment(No. 2) Bill
1992]

2.18 However,fibreglasspoolshellsarenot manufacturedin verylarge
dimensionssuchasolympic poolsandthe lagoonstylepoolsusedby resort
complexes.The taxablevalueof poolsof this kind will be thepricefor
which thepoolbuilderor owner-builderwould payanotherpoolbuilder to
build thepool.

[newsubsection12A(8) . clause6ofthe SalesTaxLawsAmendi’nent(No. 2)Bill
1992]

2.19 Commencement:Salestax will bepayableon pool shells
constructedin situ inAustraliaby a poolbuilder if thecontractis
enteredinto on or after 1 January1993.

(newparagraph12A(1)(c) -clauseSoftheSaksTaxLawsAmendment(No. 2)
Bill 19921

2.20 Salestax will bepayableon poolsconstructedin situ in Australiaby
anowner-builderif theconstructionbeginson or after 1 January1993.

[newparagraph 12A(2)(c)- clause6oftheSaksTaxLawsAmendment(No.2)
Bill 19921
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2.21 Amendmentof theSalesTax Imposition (General)Act 1992:
The salestax on in situ poolswill beimposedby theSalesTax Imposition
(In Situ Pools)Bill 1992. ForConstitutionalreasonsthetax mustbe
imposedunderaseparateAct. A relatedamendmentto be madeby the
SalesTaxLawsAmendmentBill (No. 2) 1992makesit clearthat the
SaksTaxImposition(General)Act 1992 doesnot imposetax on in situ
pools.Iclause20)
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uitra High Frequency (UHF) Transmitters For

UseBy Television Stations

Summary

Item 105oftheSalesTax(Exemptionsand Classifications)Act 1935 has
anexpiry dateof 1 January1993. This expirydatewill beextendedto
I January1994.

Explanation

3.2 Item 105providesexemptionforcertaintiliF transmittersfor usein
transmittingtelevisionprogramsto the generalpublic. Theconcessionis
limited to UHF transmittersinstalledreadyfor usebefore1 January
1993. Theconcessionis to beextendedto 1 January1994.

3.3 BecauseItem 105hadanexpirydateof 1 January1993it wasnot
carriedforward to thenewsalestax law. Ratherits operationwas
preservedby sectionii oftheSalesTaxAmendment(Transitional)Act
1992 whichallows Item 105in theSalesTax(Exemptionsand
Classifications)Act 1935 to extendbeyondthetimethatAct will ceaseto
haveeffect. The alterationof thedatein Item 105to read1 January1994
will, in conjunctionwith sectionii, extendtheUHF concessionto that
date.

[clause4oftheSalesTaxLawsAmendmentBill (No.2)19921
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Miscellaneous Changesto the
SalesTaxAssessmentAct 1992

Thischapterdiscussesthe miscellaneouschangesproposedto the Sales
TaxAssessmentAct 1992 aspartofthefine-tuningofthenewsalestax
law. Thechangesgenerallydo not representnew policy. Rather,theyare
primarily technicalamendmentsdesignedto ensurethat the new
provisionsapplyas intended.

4.2 The changesdiscussedin this chaptercoverthefollowingareasof the
law:

A. Use of goodsas raw materials

B. Containersfor export

C. Taxabledealingswith goodsthat are thecontentsof a
container

D. Registrationentitlement

E. Credits

F. Standardrounds forquotingaregistrationnumher

G. Computerprogramsembodiedon microchips

H. Prescribedrulesfor exportsales

A. Useof goodsasraw materials

Summary

4.3 Goodswill onlybe takento beusedasraw materialswhere:

(a) in relationto manufacturedgoods,thegoodsaredealtwith in
suchawayin manufacturingothergoodsthat thegoodsbecome
anintegralpartof themanufacturedgoods;and

(b) in relationto property,thegoodsaredealtwith in suchawayin
constructingor repairingpropertythat thegoodsbecomean
integralpartof theproperty.
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Explanation

4.4 Underthepresentlaw, exemptionfor raw materialsusedin the
manufactureofgoods,or in constructingor repairingbuildings,is limited
to goodsthatare incorporatedinto the manufacturedgoodsor buildingsas
partof themanufacturing,constructionor repairprocess,as thecasemay
be.

4.5 The amendmentsareofa technicalnatureandwill ensurethat the
currenttreatmentof rawmaterialsis carriedthroughto thenewlaw.

(ClauseSofSalesTaxLawsAmenthnentBill (No.2) 19921

B. Containers for export

Summary

4.6 Exemptionwill apply to newcontainersfor exportregardlessof the

natureoftheir contents.

Explanation

4.1 Underthepresentlaw, all goods(includingcontainers)thatare
exported,or areto beexported,areexemptfrom tax. Underthenew law,
theplacingof contentsinto anew containeris anapplicationto own useof
thecontainer(referredto asapackingAOU). Thereis an exemptionfrom
tax for thepackingAOU if thecontainerandits contentsareintendedfor
export. However,theexemptionwill only apply if thecontentsof the
containerconsistof wholly assessablegoods. If the contentsof the
containerconsistwholly or partly ofAustralianusedgoods,theexemption
doesnotapply [section31 ofSalesTaxAssessinentAct1992). A similar
restrictionappliesto the relatedCreditgroundfor containersexported
lCreditground CR13 in Table3 ofSchedule1 toSalesTaxAssessmentAct
19921,

4.8 The exemptionshouldbeavailablefor all newcontainersfor export
regardlessof the natureof the contentsof thecontainer.

4.9 The amendmentwill removethe conditionthat thecontentsof
containersfor exportmustconsistwholly of assessablegoodsfrom both
theexemptionprovisionandtherelatedcreditprovision.

(Clauses11 and 16ofSaksTax LawsAmendmentBill (No.2) 19921.
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C Taxable dealingswith goodsthat are thecontentsof a

container

Summary

4.10 The valueofa containerwill notbe excludedfrom thetaxablevalue
ofanassessabledealingwith its contentsif:

. thecontainerhaspreviouslybeenthe subjectof a taxable

dealing;and

. ataxpayerhasobtaineda creditfor thetax on thatdealing.

Explanation

4.11 Thegeneralschemeof the new law is that containersfor assessable
goodswill notbetaxablein their own right. Instead,thevalueof the
containerwill beincludedin thetaxablevalueof the contents.However,
thevalueofa containerwill notbe soincludedif thecontainerhas
previouslybeenthesubjectof a taxabledealingin its own right (i.e. before
it becamea container). The purposeof theexclusionis to preventdouble
taxationofthecontainer[subsection35(4)ofthe SalesTaxAssessmentAct
1992).

4.12 Thereis atechnicaldefectin that, while theremayhavebeena
previoustaxabledealingwith thecontainer,a taxpayermayhave
subsequentlyobtainedacredit for thetax payableon that dealing. If this
happens,thenew law would still excludethe valueofthe containerfrom
thetaxablevalueofa dealingwith its contents.As a result,no tax would
everbe payableon thevalueof thecontainer.

4.13 The amendmentwill ensurethat the valueofthecontaineris
excludedfrom an assessabledealingwith its contentsonly if, at thetime
of thedealing,the taxpayerfor thatdealing haspreviouslybornetaxon
thecontainer’.

[Clause l2ofthe5alesTaxLatvsAjnendmentBill(No.2)19921

D. Registration entitlement

Summary

4.14 A personwill be excludedfrom anentitlementto registerif that
person’sonly qualifying activity involvesthe manufactureof goodson
anothermanufacturer’spremises,andthegoodsareidenticalto thegoods
manufacturedby the othermanufacturer.
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Explanation

4.15 Underthenewlaw,adealingwith goodsby themanufactureris an
assessabledealingonly if thegoodsweremanufacturedin thecourseof a
business.However,thereis onesituationwherethenewlaw will treat
themanufactureasoccurringin thecourseofabusiness,evenifit does
not. This is where,broadly,apersonmanufacturesgoodson another
manufacturer’spremisesandthegoodsareidenticalto goods
manufacturedby theothermanufacturer.Theintentionof the newlawis
thatpersonswho manufacturegoodsonlyin thesecircumstances,andwho
arenotcarryingon abusiness,shouldnotbeentitled to register.

416 Therearetwo generalgroundsfor registrationunderwhich these
personscould registerif notspecificallyexcluded.Thenewlaw only
excludesthem from one(Subsection78 (4) of5alesTaxAssessmentAct 1992).

4.17 The amendmentwill excludethesepersonsfrom registrationunder
thesecondof the relevantgeneralgroundsfor registration.

IClause 14 ofSalesTaxLawsAmendmentBill (No. 2) 1992/

E. Credits

Clawback of CR9credit on later saleoffaulty goods

Summary

4.18 A minortechnicalamendmentisrequiredto section58 of theSales
TaxAssessmentAct 1992.

Explanation

4.19 The amountto bepaidunderthis provisionis calculatedby
referenceto aformulasetout in the Act. The formulais designedto
clawbackthe amountof the original creditto theextentthat the claimant
hasrecoupedsomeor all of thetax originally borneby latersellingthe
faulty goods(Section58ofSalesTaxAssessmentAct 19921.

420 The formulacontainsa minorprintingerror andthereforedelivers
anincorrectresult.

4.21 The “minus” sign in the formulawill be changedto a “plus” sign.
Thiswill ensurethat the correctproportionof the creditis recouped.Also
theterm‘faulty’ asit appearsin section58 will beamendedto read
‘defective’ to bringtheterminologyinto line with that in Credit ground
CR9 in Table3.

(Clause13 ofSalesTaxLawsAmendmentBill (Na 2)19921
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Credits for registeredpersonswho did not quote when

entitled to quote

Summary

422 A creditwill not be allowable(underCreditgroundCR2)to a
registeredpersonwho wasentitledto quotein respectof anassessable
dealingbutdid notquote,ifthe registeredperson:

. hassubsequentlysoldthe goods;or

. hasappliedthegoodstoown use(“AOU”) andthe AOU was
eitherataxabledealing,or would havebeena taxabledealingif
it wasanassessabledealing.

Explanation

4.23 The new law will allow acreditfor aregisteredpersonwho has
bornetax in respectofan assessabledealingwith goods,providedthat the
personwasentitled to quoteon thatdealingandhasnotpassedthetax on
to someotherperson[Creditground CR?in Table3 ofSchedulsI to SolesTax
AssessmentAct1992).

424 A credit would beavailableeventhoughtheclaimantmayhave
subsequentlydealtwith thegoodsin taxablecircumstancesbefore
claiming thecredit. Thesubsequentdealingwill generallynot bea
taxabledealing,so that the goodswould ultimatelynotbeartax even
thoughtheyaredealtwith in ataxablemanner.While the creditwould
only beavailableto theextentthat the claimanthasnot passedon the
tax, theclaimantcouldobtainacommercialadvantageby selling(or
leasing)thegoodsfor a tax-exclusivepriceandthenobtainingacredit.
from theCommissioner.

4.25 Theamendmentwill excludeanyentitlementto acreditunder
CreditgroundCR2if eitherof thefollowing conditionsis satisfied:

. theclaimanthassoldthegoods;or

. theclaimanthasappliedthegoodsto own useandtheAOU was
taxable(orwould havebeentaxableif theAOU hadbeena
taxabledealing).

[Clause16 ofSalesTaxLawsAmendmentBill (No.2) 19921

Note: This amendmentwill notaffecttheregisteredperson’s
entitlementsunderothercreditgrounds.
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Credits for Repairs under warranty

Summary

426 A credit will beavailablefor tax borneon replacementgoodsusedin
repairscarriedoutunderwarranty,regardlessofwhetherthe repaireris
thewarrantygiver, providedthat thevalueofthewarrantywasincluded
in the taxablevalueof thelastassessabledealingwith theoriginal goods.

Explanation

4.27 The newlaw will provideacredit for tax borneon goodsthat are
used,while still assessablegoods,asreplacementsfor othergoodsthatare
foundto be defective. The goodsmustbe replacedunderwarranty[Credit
ground CR9 in Table3ofScheduleI to SalesTaxAssessmentAct19921.

4.28 The creditgroundascurrentlydraftedis restrictedto caseswhere
thereplacementof thegoodsis carriedoutby the actualwarrantygiver.
In manycases,however,warrantyrepairsarecarriedoutbyotherpersons
on behalfof the warrantygiver. Further,the creditgrounddoesnot
requirethat the valueofthe warrantyhasbeenincludedin the taxable
valueoftheoriginal goods.

4.29 The amendmentwill ensurethatcreditgroundCR9 will apply where
warrantyrepairsarecarriedoutby anyperson,providedthat the valueof
thewarrantyhasbeenincludedin thetaxablevalueofthe lastassessable
dealingwith theoriginal goods(or would havebeenincludedin the
taxablevalueif the lastassessabledealingwith theoriginal goodshad
beena taxabledealing).

[Clause 16ofSalesTaxLawsAntendnzentBill (No. 2) 19921

Credits for Bad debts

Summary

4.30 A creditwill be availablewheretax hasbeenpaid in respectof a
localentryby apersonwho haslater written off asabaddebtsomeor all
of theamountfor which thosegoodsweresubsequentlysold.

Explanation

4.31 Thepresentlaw containsacreditprovisionfor the tax componentof
baddebtswritten off in thesecircumstances.The correspondingcredit
groundin thenewlaw refersonly to tax paidon an assessabledealing
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that is a saleorAD4a (Creditground CR21 in TaMeSofScheduleI to Sales
TaxAssessmentAct19921

4.32 Thenewcreditgrounddoesnotallow for acreditwheretax hasbeen
paidat the timeoflocalentryofgoodsby aretailerwho laterincursabad
debtin respectof thesaleofthosegoods.

4.33 Theamendmentwill extendthe coverageofcredit groundCR21 to
includeamountswritten offby retailerswho havepaidtax atthe timeof
localentry ofgoodsandwholater incurbaddebtsin respectof thesaleof
thosegoods.

[Clause16 ofSalesTaxLawsAmendmentBill (No. 2) 19921

F. Standard groundsfor quoting a registration

number

Summary

4.34 Registeredpersonswill beentitledto quotetheir salestax
registrationnumberwhenacquiringgoodsspecificallyfor saleto eligible
Australiantravellers.

Explanation

4.35 Underthe new law,personswho intend to sell assessablegoodsto
eligibleAustralianorforeign trauellersin accordancewith theprescribed
rules for exportsaleswill beentitledto registerfor salestax purposes
[Paragraph 78 (1) (c)ofSalesTaxAssessmentAct 19921.

4.36 Thecorrespondingquotinggroundrefersonly to goodsfor saleto
eligibleforeign travellers[Paragraph 82(1) (e)ofSalesTaxAssessmentAct
19921.

4.37 An extraquotinggroundwill beaddedto the standardquoting
groundsfor registeredpersonsto allow registeredpersonsto quotefor
goodsintendedfor saleto eligibleAustralian travellers in accordancewith
theprescribedrulesfor exportsales.

(Clause15 ofSalesTax LawsAmendmentBill (No. 2) 19921.

G. Computer programs embodiedonmicrochips

Summary

4.38 Thevalueof acomputerprogramwill notbesubjectto tax unlessthe
programis embodiedin anon-erasablemicrochip.
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Explanation

4.39 Underthepresentlaw,anycomputerprogramthat is notembodied
in a microchipis treatedasa ‘tax advantagedcomputerprogram”. In any
taxabledealingwith atax advantagedcomputerprogram,the valueof the
computerprogramis excludedfrom thetaxablevalueofthegoods. Tax is
effectivelypayableonly on thevalueof thecarryingmedium.

4.40 Underthe new law,a similarconcessionhasbeenextendedto
computerprogramsembodiedon erasablemicrochips[Sections5 and14of
SalesTaxAssessmentAct 19921.

4.41 Theamendmentsto give effectto thenewtreatmentof computer
programsembodiedon erasablemicrochipshavehadthe unintended
effectofremovingtheconcessionaltreatmentof someothercomputer
programs.Forexample,ascurrentlyexpressed,the newlaw woulddeny
theconcessionaltreatmentofcomputerprogramsembodiedpermanently
on amediumotherthanamicrochip. Theseprogramsare tax advantaged
computerprogramsunderthepresentlaw.

4.42 The amendmentswill retaintheexistingtaxablevalueconcessions
for tax advantagedcomputerprogramsaswell asprovidingasimilar
concessionto computerprograms~mbodied on erasablemicrochips.

[Clauses7and 9ofSalesTaxLawsAmendmentmu(No.2) 19921

H. Prescribedrules for exportsales

Summary

4.43 Thedefinitionofprescrthedrulesfor exportsaleswill beamendedto
includeareferenceto theconditionsthatmustbecompliedwith inorder
fora creditto be availablein respectof goodssoldto eligible Australianor
foreigntravellers.

Explanation

4.44 Underthe newlaw, tax will not beimposedon dealingswith goods
that areexported,or intendedto beexported,by personstravelling
overseasprovidedthatcertainconditionsaresatisfied. Theseconditions
will becontainedin regulationsmadeundertheSalesTaxAssessmentAct
1992. If theseconditionsaresatisfied:

in the caseof a foreigntraveller, a saleofthegoodsto the
travellerwill be exempt;
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in the caseof anAustraliantraveller, the salewill notbe exempt
buta credit will be availableto theselleron proofofexportby
theseller.

4.45 The definitionoftheprescribedrules for exportsalesrefersonly to
theconditionsthat mustbesatisfiedin orderfor thegoodsto beexempt
(i.e. theconditionsto be satisfiedin respectofsalesto foreign travellers).
It doesnot referto theconditionsthat mustbe satisfiedin orderfor a
creditto beavailablein respectof salesto eligible Australianor foreign
travellers.

4.46 The amendmentwill extendthedefinition ofprescribedrules for
exportsalesto includeareferenceto the conditionsthatmustbesatisfied
in orderfor acreditto be availablein respectof salesmadeto eligible
Australianor foreigntravellers.

(Clause7 ofSalesTaxLawsAmendmentBill (No.2) 19921

Commencement

4.47 The Bill will commencefrom the dayon which it receivesthe Royal
Assent. However,thechangesto theSalesTaxAssessmentAct 1992 that
aremadeby this Bill will notapply to dealingsbefore1 January1993.

[clause2 of theSalesTaxLawsAmendmentBill (No. 2) 19921
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MiscellaneousChangesto the
SatesTax (Exemptionsand Classifications)Act

1992

Thischapterdiscussesthemiscellaneouschangesproposedto theSales
Tax (ExemptionsandClassifications)Act 1992aspartofthe fine-tuning
of thenew salestaxlaw. Thechangesdo notrepresentnewpolicy but
ratherthey restoreor clarify existingconcessionsunderthecurrentlaw.

5.2 Thechangesdiscussedin this chaptercoverthefollowing goods:

A.. Business inputs for the oil industry

B. Building materials

C. Crudeanddieseloil

D. Parts for spectaclesandwheelchairs

A. Businessinputs for the oil industry

Sinmnary

5.3 An amendmentis proposedto ensurethat all businessinputs

exemptionsareavailableto qualifying companygroupsin the oil industry.

Explanation

5.4 Certainbusinessinputsareavailableto companiesengaged
principally in thesaleofpetroleumandoil productsby wholesalewhere
the goodshavebeenmanufacturedby anothercompanyin thesame
companygroup. The intentionof theconcessionis to providethese
companieswith thesamebusinessinput concessionsthat areavailableto
otherpetroleumcompaniesthatsell similar productsby wholesale.These
othercompaniesareentitledto businessinput concessionsbecausethey
own thecrudeoil from which thevariouspetroleumproductssoldby them
aremade.

5.5 However,insofarasoil companiesin quali~ngcompanygroupsare
concerned,the newlaw doesnotcoverall of thebusinessinputs
concessionsthat areavailableto theoil companiesthatsupplythecrude
oil. In particular,exemptionwill notbeavailableforequipmentusedto
testthequality of thepetroleumproducts,to label orpackagethe
petroleumproducts,to cleanthe storagereceptaclesfor thoseproducts,or
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to processor treatthoseproductsto bring them into the final form in
which theyare to be usedor marketed.

5.6 The amendmentwill ensurethat qualifying oil companieswill receive
the samebusinessinputconcessionsthatarepresentlyavailableto oil
companiesthat own andsupplythecrudeoil to independentrefinersto be
madeup into petroleumproductsfor saleby them.

(clauseIS oftheSalesTaxLawsAmendmentBill (No. 2) 19921

B. Building materials

Summary

5.7 ExemptionItem 39 providesexemptionfor certaingoodsifthey areof
a kind ordinarily usedasraw materialsin theconstructionor repairof
buildings,fixtures,structuresor otherworks thatareattachedto land.
The goodsexemptedarespecifically listed. Thefollowing goodsareto be
addedto thegoodslistedin Item 39:

(a) goodshavingstructuralusessimilar to plasterandplaster
products;and

(b) doorsanddoorframes,windows,shutters,window frames,louvre
frames,window sashes,andwindow screens.

Explanation

5.8 In simplifying the exemptionitemsrelatingto building materialsit
wasnotconsiderednecessaryto specifyall goodscoveredby theexisting
building materialsitems. The existingitemsoverlapto aconsiderable
extentandin a simplified law it wasdesirabletoeliminatetheoverlapsas
far aspossible. Theeliminationof overlappingprovisionshasresultedin
thepossibilitythat certainbuilding materialsexemptundertheexisting
lawdo notqualify for exemptionunderthenew law.

5.9 Forexample,in thenewlaw windowsandwindow frameswere
consideredto be coveredby theterm ‘structuralbuilding units”, but
doubtshavebeenraisedthat theyfit thatdescription.

5.10 The goodslisted in paragraphs(a) and(b) in thesummaryof the
changeabovewill be specificallyaddedto Item 39. Thiswill makeit clear
that thegoodsspecifiedareexemptwherethey areof a kind ordinarily
usedasraw materialsin theconstructionor repairof buildings,fixtures
etc.

[clause18 oftheSalesTaxLawsAmendmentBill (No.2) 19921
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C. Crude oil and dieseloil

Summary

5.11 ExemptionItem 55 providesexemptionfor arangeoffuels, subject
to thegoodsspecifiednot beingmarketedprincipally for auseotherthan
asa fuel. Therewill be two changesto theItem:

(a) dieseloil will beaddedto thegoodslistedin the Item; and

(b) themarketingconditionwill be removedso that thegoodslisted

will be exemptirrespectiveofhowtheyaremarketed.

Explanation

5.12 Underthe existinglaw mostgoodsusedasfuelsareunconditionally
exemptfrom salestax. They arenotsubjectto anymarketingtest. Crude
oil is amongthe goodspresentlyunconditionallyexempted.Dieseloil is
notspecificallylisted in theexisting law butit qualifiesfor exemption
undersub-item48(1) which exemptssubstancesfor useasfuel for
internalcombustionengines.Becausedieseloil is usedvirtually
exclusivelyasafuel for internalcombustionenginesit hasbeentreated
administrativelyasunconditionallyexempt.

5.13 Theremovalof themarketingtestfrom Item 55 will automatically
resultin crudeoil becominganalwaysexemptgoodbecauseit is
specificallylistedin subitem55(1). Thelisting of dieseloil in sub.item
55(2)will also makeit an alwaysexemptgood.

(clause18 oftheSalesTaxLawsAmendmentBill (No.2) 19921

D. Partsfor spectaclesandwheelchairs

Summary

5.14 A.n exemptionfor partswill be addedto ExemptionItems85 and94.

Explanation

5.15 Undertheexistinglaw thereis an exemptionfor partsfor spectacles
andpartsfor wheelchairsandothercarriagesfor disabledpersons. In
draftingthe newlaw theexemptionfor partswasinadvertentlyomitted
from theseItems.

5.16 ExemptionItems85 and94 will be amendedtoincludeparts.
(clauseIS oftheSalesTaxLawsAmendmentBill (No. 2) 19911
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Commencement

5.17 The Bill will commencefrom the dayon which it receivestheRoyal
Assent. However,the changesto theSalesTax (Exemptionsand
Classifications)Act 1992 thataremadeby this Bill will notapply to
dealingsbefore1 January1993.

(clause2ofthe SalesTaxLawsAmendmentBill (No. 2) 1992)
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