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A General Outline
WhattheBill will do The Bill will amend the Sales Tax (Exemptions and

Classifications)Act 1935 to exemptitems of computer
equipmentfrom salestax if they areusedin anyof the
following activities:

• the engineeringor technical design of goods for
manufacture;

• production-relatedactivities suchas the scheduling
of production, the purchasingof materials, the
storage,handlingand dispatchof certain finished
goods;

• thefinalisingof textor artwork tobeprinted;

• combinationsof the aboveusestogetherwith useas

aidsto manufacture.

Theexemptionswill apply where50%or moreof the use
of thecomputerequipmentis for theseactivities.

Thesechangeswereannouncedin the 1990-91Budget.

The Bill will also makesomerelatedchangesto the Sales

TaxRegulations.

Thefinancial impactof The estimatedcost of providing exemption for this
theBill computerequipmentis $44m in 1990-91and $70m in

1991-92.
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B. Introduction: What is salestax?

The following outline of sales tax law will help you
understandthechangesthis Bill will make.

Whatis salestaxandto Salestax is a onestagetax appliedto goods. In general,it
whatgoodsdoesit appliesat thewholesalelevel, butbothmanufacturersand
apply? importers,aswell aswholesalers,mayhaveto payit The

tax is basedon thelastwholesalepriceof goodsor avalue
equivalentto it.

Towhatgoodsdoes Producedhere or overseas- All goods produced in, or
thetax apply? importedinto, Australiafor useherebearsthe tax unless

thelaw specificallyexemptsthemfrom it.

importsby consumers- Thetax mayalso apply to imported
goodsenteredinto Australiaby someoneother than a
wholesalerfor consumptionhere. For example,a retailer
orconsumermayhaveenteredthegoods.

Second-handgoods- Ordinarily, second-handgoodsthat
havebeenusedin Australia arenot taxable. However,
importedgoodsthathavebeenusedoverseasarenormally
taxedasthoughtheywerenewgoods.

Leases - Sales tax can apply to leasesof goods by
manufacturersandwholesalers.

Ownuse- If manufacturersuse their own manufactured
goodstheymayhaveto paysalestax on them.

How do Registration The law requires manufacturers(other than small
andtheSalesTax manufacturers)and wholesalers to register with the
certificatesystem AustralianTaxationOffice (ATO) unlessthey dealonly in
work? goodsexemptfrom salestax. Whentheypurchasegoods,

or enterimportedgoods,for use in Australia, they can
acquirethegoodsfreeof taxby quotingtheircertificates.

Smallmanufacturersare thosewhoseannualturnoveris
less than$50,000or whoseannualsalestax liability would
beless than$1,000.

The systemof quotingcertificatesis designedto defer
paymentof thetax until thelastwholesalesale.
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How doestheATO TheATO requiresregisteredmanufacturersandwholesale
keeptrackof these merchantsto supply detailsof their transactionsevery
transactions? month. The tax is basically self-assessed. The

manufacturersand wholesalersmust calculatethe tax
payableon their transactionsfor themonthandsendtheir
paymentwith eachmonthlyreturn. Importerspaythetax
whenthey cleartheirgoodsthroughCustomsunlessthey
areregisteredandquotetheir registrationcertificatefor the
goods.

How isthe legislation The sales tax legislation is containedin a numberof
structured? separateActs (theseareknown as SalesTaxAssessment

Acts andeachhasanequivalentRatingAct). Thereisalso
aseriesof Regulationsthat complementthoseActs. The
Acts andRegulationsmustbe readtogetherto properly
understandthewholesalesalestax.

How do we know Another Act, the Sales Tax (Exemptions and
whichgoodsare Classifications)Act1935lists, in its First Schedule,classes
exempt? of goodsthat areexemptfrom tax. It also specifiesthe

circumstancesin which theparticularexemptionsapply.

Somegoodsareexemptedunconditionally,while others
areexemptedonly in certaincircumstances;for example,if
the goodsare usedby specifiedorganisations,or for a
particularpurpose.

FurtherSchedulestothatAct list theclassesof goodsthat
aretaxableat specifiedrates. If goodsarenot listedin any
of theSchedulesto that Act then tax is payableat whatis
calledthe“generalratet’ (currently20 percent).

Whatproceduresmust TheSalesTaxRegulationsdealwith suchthingsas:
registeredpersons
follow?

• registration
• quotationof certificates
• paymentof tax
• refunds

Whatchangeswill the The Bill will amendboththe SalesTax (Exemptionsand
Bill make? Classifications)Act1935andtheSalesTaxRegulations.
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C. Main Featuresof theNewExemptions

1. TheBackgroundto theExemptions

Manufacturinguseis
the basic link between
theequipmentandthe
exemptions

TheBill will take
accountof new
technologies

Therearethreebroad
criteriafor the
exemptions

Computer hardwaregenerally qualifies for sales tax
exemption as an aid to manufacturewhereit is used
directly in the physical manufacturingprocess. This
processcommenceswith the first treatmentof raw
materials, and finishes with completion of the
manufacturedproduct.

For example,exemptionas an aid to manufactureis
available for manufacturing machines and robots
controlledby acomputerresidingin the machine.

However, the aids to manufactureprovisions do not
recognisemany of the activities which computersnow
perform in relation to manufacturing. This is partly
becausethe activities involve new manufacturing
technologies,and also partly becausemany of these
activities take placebefore the physical manufacturing
processbegins.

For example,computersusedfor the computer-aided
design(CAD) of goodsto bemanufacturedgenerallydo
not qualify for exemptionasaidsto manufactureas they
arenotuseddirectly in theactualprocessingor treatment
of therawmaterialsor thework inprogress.

This Bill will provideexemptionsfor computerhardware
whereall threeof thefollowing broadcriteriaaresatisfied:

• Firstly, thepieceof equipmentmustbean“item of
computerequipment”as defined;

• Secondly,50%or moreof theuseof theequipment
mustbein anyoneor moreof 4broadcategoriesof
listedactivities;

• Thirdly, theequipmentmustbefor useby certain

groupsof people.
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The Bill dealswith
thesethreeareas-

equipment,useand
people- but not in that
order

The clausesin the Bill do NOT follow this sequence. A
cross-referenceguide is provided at the end of this
ExplanatoryMemorandumtohelprelatethe clausesto the
changesto bemade.

2. Equipment: What equipmentwill beeligible?

To whatequipment
will theexemptions
apply?

Whatequipmentwill
notqualify for
exemption?

Thenextstep

To qualify for exemption, each individual piece of
computerequipmentwill needto satisfy the definitionof
“eligible computerequipment”given in theBill.

The definition lists a number of piecesof computer
hardware. This is not an exhaustivelist. A piece of
equipmentwhich falls within the ordinarymeaningof the
term“item of computerequipment”will still beeligible for
exemption.

The exemptionwill apply to mainframecomputers,mini
or personalcomputersand equipmentassociatedwith
their operation,suchas terminals,keyboards,printers,
plotters,disk drives, storagedevicesand othersimilar
equipment. Exemptionwill also applyto modemswhich
form part of a computersystemand cablesfor use in
connectingeligible piecesof computerequipment.

Somepiecesof equipmentare specificallyexcludedfrom
the definition. Exemption will not be available for
computerfurnituresuchas desksand chairs; anti-static
mats;andtelecommunicationsequipmentsuchassatellite
dishesandPABX systems.

To be eligible for exemption,the secondrequirementis
that the item of computerequipmentmustbe usedin a
specifiedactivity.

3. Uses:What activities wifi be eligible for exemption?

Whatactivitieswill be
eligible for exemption?

To beeligible for exemption,50% or moreof theuseof an
item of computerequipmentm~ustbe in any oneof the
following fourbroadactivities:
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• engineeringortechnicaldesignof goodsfor
manufacture;

• production-relatedactivities;
• finalisationof textor artwork to beprinted;
• combinationsof any of theaboveusestogether

with usein aidsto manufactureactivities.

TheseactivitSareoutlinedbelow.

DESIGN/ENGINEERINGACTIVITIES

Whatactivities will The Bill will define “design/engineeringcomputer
qualify? equipment”. Thistermwill covercomputersfor usein the

engineeringor technicaldesignof goodsfor manufacture.
Engineering will include analysis and testing of the
specificationsof goods,while technicaldesignwill cover
all aspectsinvolved in thedetaileddesignof goods.

Whatactivitieswill not Certain activities are specifically excluded from this
qualify? exemption.Broadly,theseinclude:

• audio-visualproduction
• architectural/structuraldesign
• certaincomputersoftwaredesign
• thework of certainauthorsandsecretaries.

PRODUCUON-ItELAThDACflVITIES

Whatactivitieswill The Bill will define “production-related computer
qualify? equipment”. Production-relatedactivities will includethe

scheduling,sequencing,monitoring, controlling and
costingof the processesof manufacture.It will extendto
theordering,handlingandcontrollingof new materialsto
beusedin themanufactureof goods,suchasJust-In-Time
materialscontrolsystems.

Whatactivitieswill not Broadly speaking,marketing, sales and management
qualify? accountingactivities will notqualify asproduction-related

activities.
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PRINT-RELATEDACTIVITIES

Whatactivitieswill TheBill will defineequipmentusedin theseactivitiestobe
qualify? “print-relatedcomputerequipment”. Exemptionwill be

availablefor computerequipmentusedfor the following
activities:

• thefinalisalion of textor artwork for printing,
includingfor examplethefinal layoutof text by a
typesetter,or theproductionof formsby a
commercialprinter;

• therecordingof newspaperadvertisements;
• sub-editingnewspaperarticles;
• theproduction of technicalmanualsandother

manufacturingdocumentation.

Whatactivitieswill not Exemptionwill not beavailableforanauthor who finalises
qualify? theformator typesettingof his/heroriginal works. Nor

will exemptionbeavailable for the activities of an office
secretary.

MIXED USEACFWITIES

Whataboutmixeduses TheBill will alsoprovideexemptionfor computers that are
of theequipment? usedfor more thanone exemptactivity, andwherethe

total useon all theexemptactivitiesis 50% or more. This
exemptionwill covertheaids tomanufactureprovisionsas
well asthenewexemptactivities.

Forexample,wherea computer is used30% of its time in
an aid to manufactureactivity and 30% for technical
designwork, thenexemptionwill applybecausethe total
exemptusageof thecomputerexceeds50%.

HOW MUCH USE MUST THEREBETO QUALIFY?

Tobeeligible for anyexemption,50%or moreof theuseof
the computer equipmentwill haveto be in therelevant
activity or activities. Forexample,a terminal sharedby a
marketingmanageranda productioncontrol managerwill
haveto beusedmorethanhalf of thetime for production
activitiesto qualify for exemption.
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4. People:Which userswill qualify for the exemptions?

Whatcategoriesof There are broadly four groups of people who will be

peopleareinvolved? eligible for theseexemptions:

• Manufacturersregistered under the salestax law.
• Unregisteredmanufacturersotherthanthosewho

operatein asmallway - where theiraverage
turnoveris lessthan $50,000perannum.

• Personscarryingout processesor treatmentto goods
on behalfof manufacturers(whetherornot
registered).

• Sub-contractors engaged by manufacturersto carry
out the exemptactivitieson their behalf.

5. Pmcedure:What stepsare required to obtain an exemption?

Registered A registeredmanufacturerwill beableto purchaseeligible
persons computer equipmentfreeof salestax byquotinga salestax

certificateto the supplier. The SaksTaxRegulatiens will
be amendedto require quotation of certificate in these
circumstances.

Unregistered An unregisteredpersonwho is entitled to exemptionwill
persons be able to claim exemption by providingto the supplier a

written certificateclaiming exemption. This is the same
procedure that presentlyapplies to unregistered persons
who are entitled to an exemption from salestax but who
are not registered. No amendments to the law are
requiredfor thisprocedure.

When will the The changes in the Bill will generally apply from 19
exemptions be October1990.
available?
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D DetailedNoteson the Clauses

THE STRUCTURE OF THE BILL

In what ways doesthe The Bill will make the following changesto the SalesTax
Bill changetheAd? (ExeinptiensandClassificatiens)Act 1935 (referredto as

the “E & CAct H)

1. It will insertin subclause1(1)of the First Schedule
the definitionsthatarenecessaryto supportthe
proposedexemptionitemsreferredtoin 3.

2. It will insertproposeddause2 in the First Schedule.
Thisclausewill definethesix categoriesof computer
equipmentwhich will be eligible for exemptionfrom
salestax in certaincircumstances.

3. It will insert four new exemption itemsin theFirst
Scheduleidentifying thecircumstancesin which
eligible computerequipmentwill beexempt.

In whatwaysdoesthe TheBill will also changethe SalesTaxRegulatiensin the
Bill changethe followingways:
Regulations?

1. It will inserttwo of thenewdefinitionstobeinserted
in subclause1(1), FirstSchedu+le,intheRegulations.
Thisis necessarybecausethosedefinitionsarealso
usedin theRegulations.

2+ It will makeseveralchangesto allow thequotationof
certificatesforeligible computerequipment.

3. It will enablerefundsto beobtainedwhereeligible
computerequipmenthasbeenpurchasedat aprice
which includessalestax.

Whenwill these TheBill will comeinto effecton 19 October1990exceptfor
changestakeplace? aminortechnicalamendmentto bemadeto Regulation12

whichdoesnotaffect theexemptionfor eligible computer
equipment.
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PART 1-PRELIMINARY

Clause1: Short title

The title of the amending Act is the Saks Tax Laws
AmendmentAct (No.3)1990.

Clause2: Commencement

The amending Act will commenceon 19 October 1990,
exceptfor paragraph 7(a), which will commenceon the
day thatthe Act receivestheRoyal Assent.

Paragraph 7(a) will makea minor correctionto the Saks
Tax Regulations. This changeis not directly related to
computerequipment,anddoesnothaveto commenceon
thesameday asthe other provisions.

PART 2-AMENDMENT OF THE SALESTAX (EXEMPTIONS AM)
CLASSIFICATIONS)ACT1935

Part 2 of the Bill will amendthe SaksTax (Exemptions
and Classifications)Act 1935 to exemptcertaincomputer
equipmentfrom salestax.

Clause3: Principal Act

The SaksTax (Exemptionsand Classifications)Act 1935
is referredto asthePrincipal Act’ in Part 2 of the Bill.

Clause4: First Schedule

Summary This clausewill amendthe First Scheduleto the Principal
Act. Theclausehasfive parts:

Paragraph (a) will makea changeto the definition of “aids
to manufacture” in subclause1(1) of the First Schedule.

12 Patti PrellnWnary; Part 2-Amendmentof E&C Act



Paragraph (tO will insertin subclause1(1), in alphabetical
order,thedefinitionsthatarenecessaryto supportthenew
exemption items for computer equipment that are
pzpposedtobeinsertedin theFirst Scheduleby paragraph
(e).

Paragraph(c) adds two new subclausesat the end of
clause1. Thesesubclausesprovidefurtherclarificationof
someof the definitions proposedto be inserted by
paragraph(b).

Paragraph(d) insertsanewclause2 afterclause1. Clause
2 is centralto the operationof the new exemptionsas it
definesthe six categoriesof equipmentwhich will qualify
as“eligible computerequipment”for whichexemptionwill
beavailable.

Paragraph(e) insertsfour newexemptionitemsin theFirst
Schedule.Theseitems set out circumstancesin which
eligible computerequipmentwill beexempt from sales
tax.

Paragraph 4(a): Changetothe definition of “aids to manufacture”

Goodswhich areaids to manufactureareexemptfrom
sales tax. The definition of “aids to manufacture” is
included with other definitions in subclause1(1) of the
First Schedule,

Paragraph (a) will amend the definition of “aids to
manufacture”by excluding “author/secretarycomputer
equipment”.A definition of this termwill be insertedin
subclause1(1).

The effectof this exclusionis that if an itemof computer
equipmentis “author/secretarycomputerequipment”then
amanufacturerwill notbeentitledto obtainexemptionfor
it asan aid to manufacture.The broadprinciple is that
exemptionwill not beavailablefor computerequipment
usedby authorsor secretariesto finalise their work for
printing.
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Paragraph 4(b): Newdefinitions

This paragraph will further amendsubdause1(l) of the
First Schedule by inserjing new definitions and
interpretative provisions. These are necessary for
determining entitlementto exemptionunder theproposed
exemption items for computer equipment contained in
paragraph 4(e).

“Architectural/structuraldesign computerequipment”

This term will be defined to mean individual items of
computerequipmentmainly forusein connectionwith the
preparation of documentsrelating to the construction of
buildingsor other structures,or the carryingout of civil
engineeringworks.

Examples of such equipment would be computer
equipmentusedby architectsin thedesignof buildings or
bridges,or computer equipment usedby civil engineersin
the design of roadsor other landworkswhich are not
goodsfor salestax purposes.

NOTE: Thisexpressionappearsin proposedclause2(21(1) asanexclusion
from computerequipmentfor use in the engineeringortechnicaldesignof
goods. Consequently,this typeofequipmentwill not beexempt.

“audio-visualproductioncomputerequipment”

This term will be defined to mean individual piecesof
computerequipmentthataremainly for useby the makers
of cinematograph film or soundrecordings in making an
original film or sound recording. The phrase
“cinematograph film”, for copyright purposes, includes
videotapesandvideodiscs. The makingof afilm or sound
recording means the production of the first copy of the
film or thefirst ‘master’ recording.

For example, computerequipmentused to generate
cartoonimageson amastervideodiscwould be classified
as“audio-visual productioncomputerequipment”.

NOTE: Thisdefinilion appearsin proposedclause 2(2)(e) as an exclusionfrom
computerequipmentfor use in the engineeringor technical designof goods.
Cnsequenll~this typeofequipmentwill notbeexempt.
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“author”

This term hasthe samemeaning as in the Copyright Act
1968.

Although not defined in that Act, its meaning is
determinedby referenceto the creationof an “original
work” for copyrightpurposes.

The generalrule is that theauthorof a work is the person
who createsthe work, eg the actual writer of a play, and
not thosewho merelysupply theideafor thework.

A personwho mechanicallycopiesanother’swork is not
anauthor.

The author of the work must not be confusedwith the
owner of the copyright. For example,if “A” produceda
literary work duringthe courseof employmentand the
work hasnot beenpublished,thenA’s employerownsthe
copyright. However,A remainstheauthor.

NOTE: This term appearsin thefollowingdefinitions:-
“author/secretarycomputerequipment”;

‘~eIigibIeoriginalliterary, dramatic,musicalorsrtisticwork’~
~eIlgibleprint finalisation activitieC;and
‘software-generationcomputerequipment”.

“author/secretarycomputerequipment”

This term identifies equipment used by originators of
materialwhich is to be printed. Thegeneralprincipleis
thatexemptionisnot to beavailableforsuchequipment.

Computer equipment which falls within this definition
will beexcludedfrom boththe technicaldesignexemption
- seeproposed subclause20) - and thedefinition of aids
to manufacture.

Therewill befour conditionstobemet for goodsto satisfy
thisdefinition.
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Condition 1: Item of The goodsmust be an individual “item of computer
computer equipment equipment”.Thistermwill be extensively defined.

Condition 2: The equipmentmustbe“mainly for use in connectionwith
Manufactureof the manufactureof printedmatter”.
printedmatter

This meansthat 50% or moreof the useof the goodsare
connectedwith the manufactureof printed matter. An
example of computer equipment usedin this way would
be equipment for the designof advertising material to be
printed.

An exampleof computerequipmentnot for use in this
waywould beequipmentusedin the designof partsfor a
motor car. This would be the case even though the
specificationsof thepartmaybeprintedlater.

Condition 3; 50% or more of the use of the equipment must be in any
Particularuse oneor moreof the four following activities:

Authors. The useof computer equipment byan author to
create,changeor copy the author’s original work. An
exampleof this would be the writing of a novel by an
author, or the writing of a businessletter by a company
director.

Secretaries. The useof the equipment by a personin
carryingout “the functions of a secretary”.

In this context,“secretary”meansan office secretary.The
functionsof asecretarywould include:

• inputtinghandwrittenor dictatedtext into aword
processingsystemfor theauthor;

• makingchangesto anexistingword processing
documentat the direction of the author;

• printingout the final copy of adocumentor letter of
adviceforsigningand despatch;

• preparingstandardlettersof acknowledgementor
generalcorrespondence;

• makinglravelarrangements,preparingitineraries,
agendasand schedulesfor travel, conferences,
meetings,etc.
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This is not an exhaustivelist. In many cases,a person
employed as a secretary may have significant
responsibilitiesfor the preparation of original reports,
correspondenceandother documents.Their dutiesmay
alsoincludecarryingout comprehensiveresearchactivities
at the directionof their employer. It may be that such
material will be original works for copyright purposes,
andthat thesecretarywill betheauthor of thoseworks. In
thiscase,the activitieswould becoveredby the author test
(above).

Inputting of Images. Theequipmentis usedin carrying
out, in relation to graphics or other images, similar
functionsto thosethat a secretaryperformsin relation to
text. For example,the inputtinginto astandardcomputer
format of the rough drawingsof an architect or graphic
designer.

General Journalists. The equipmentis usedin carrying
out the functions of a “general journalist”. This term will
be separately defined to mean a journalist who is not
carrying out the functions of a sub-editor in relation to
other people’s work.

Condition 4: Not The equipment must not be print-related computer
print-related equipment.
equipment

This exclusion is necessaryto ensure that print-related
equipment,which is exempt,(ie, equipmentcoveredby
proposedsubdause2(4)) and author/secretary computer
equipment, which is taxable, are mutually exclusive
categoriesof equipment.

This distinction will prevent any individual item of
computer equipmentfrom falling into both descriptions.

NOTE: This definition appears in:

proposed paragraph (p) of the definitions of aids to snanv./acture’
contained in szthdause 1(1) in the Ph-st Schedule to the E&C Act and in
Sales Tax Sub-Kegsdation 4Q);and
proposed paragraph 2(2Kc) as an exclusion from computer equipment for
use in the engineeringor technical design a/goods.
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“eligible computerequipment”

This term identifies an extensive range of computer
equipment,and is definedseparatelyin proposedclause2.
Only eligible computer equipment will be exemptfrom
salestax underthe pmposednew exemption items.

“eligible original literary, dramatic,musicalor artistic work”

Thetermis definedto meananoriginal literary,dramatic,
musicalor artistic work for copyright purposes,with three
exceptionsdiscussedlater. Its purposeis to defineoriginal
works to determine if the use of certain computer
equipmentqualifiesfor exemptionor not.

Examples of literary work include novels, printed
advertisements,written tables of factual information,
businessletters,cataloguesof stock, etc.

Thereare threecategoriesof works which are specifically
excluded from the definition. These can be broadly
referred to as the exclusionsfor layout, sub-editors and as
prescribedby regulations.

1st Exclusion - layout Any work which is “an original work wholly or principally
becauseof featuresof layout”.

Therearesomesituationswherethe text of an articleisan
original literary work and the layout of that text by
another person, suchasaprinter, may alsobean original
literary work in its own right. The exclusionprevents the
layout work of the printer from beingan original literary
work. Thelayout work of the printer could thusresult in
an exempt use, because the equipment will not be
‘author/secretarycomputerequipment”.

2ndExclusion- Works “where the author was performingthe functions of
sub-editors a sub-editor on the work of another person” will be

excluded. This would include the activities of both a
checkingsub-editorand a chiefsub-editor.

Thereare timesin the publishing industrywhen a sub-
editormayalter an articlewrittenby acontributorto such
an extent that the sub-editor becomestheauthor of a new
workforcopyrightpurposes.
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The exclusion ensuresthat such a work is not an eligible
original literary work andthat an item of computer
equipment mainly for use by a sub-editorin this way
couldresultin anexemptuse.

3rd Exclusion- Works which may be prescribed by way of future
regulations regulations will be excluded. This will allow for

exemptionto beprovidedto computers usedin situations
which,althoughcomingwithin thisdefinition,areusedin
amaimerwhereexemptionwasintended.

NOTE: Thisexpressionappearsin thedefinitionsof:
“author/secretarycomputerequipment”;
“eligible print finalisation activities”;and

“software-generationcomputerequipment”as “eligible original

literaryworks’.

“eligible printfinalisation activities” and “finallsation”

These definitions relate to activities in the printing
industry in bringing text and imagesinto a final form
ready for printing. “Finalisation” includes the editing,
formattingor typesettingof the text or imagesor similar
activities.

An exampleof finalisationis wherea typesetteris engaged
to put typed text into a format suitable for final printing. It
also covers the arrangingof the layout of the text or
images.

How isthedefinition Thesetermsareusedin identifyingprint-relatedcomputer
relevant? equipment,which is one of the categoriesof eligible

computerequipment.

Whatareeligible print To carry out an eligible print finalisation activity four
finalisationactivities? conditionsmustbemet.

Condition 1: Theactivity mustbring the textor images
intoaform from whichabromide,printing plate or athing
havingthe samepurposeasabromideor printing plate
canbemade.

An example is where an annual report is sent to a
typesetterto beput into thedesiredform for printing.
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Sometimesan activity involvestheprocessingof text or
imagescontainedon magnetictapeor disk. In this case,
the processingmust resultin the electronic information
being processedto a condition where it can give
inslructionstoaprintingmachinetoproduceabromideor
otherartidein final form.

An exampleis where a floppy disk on which text is
containedis processedby atypesetterto rearrangethat
textin a form suitablefor final printing.

Condition2: If thetext or imagesis an original work the
finalisation must not be carriedoutby the authorof the
work.

An example is where a journalist writes a story for a
newspaper,anyeditingor formattingof thestorymustbe
performedby a different person, such as a sub-editor,for
the secondconditionto bemet.Whereajournalistwrites,
edits and formats his or her own story then the second
condition will not bemet andthe computerusedby the
journalistwill not qualify as being for usein aneligible
print finalisationactivity.

Condition 3~ The third conditionis that theediting or
formattingof thetext of imagesmustnotbecarriedoutby
a personperformingthe functionsof a secretary. These
functions are discussed under the notes on
‘author/secretarycomputerequipment’.

An exampleis where a public officer of a company
preparesthe annualreportin long handandhasit typed
andformattedby the officesecretary.The office secretary
is carryingoutsecretarialserviceto the public officer and
therefore the third condition is not met. The position
would be the same if the public officer engageda
secretarialcompanyto typeandformatthereport. It is the
natureof the service that is important, not who carries it
out. For the third condition to be met the editing and
formattingof thetext mustbecarriedoutby apersonwho
isnotperformingthefunctionsof a secretary.

Condition4 The fourth conditionis that the finalisation
must not be carriedout by a personperforming the
functions of a generaljournalist. Ordinarily a general
journalistwould be involved in the creationof original

20 New definitions in subclause I



work rather than finalisation activities andthereforethe
activitiesof sucha personareexcluded.

However, some journalistsmay be involved mainly in
sub-editing the work of other journalists. Where this
occurs the journalist will be engagedin eligible print
finalisation activities becausethe definition of general
journalist,whichfollows, excludessuchsub-editing.

It is necessaryfor all four conditions to be met for the
editing, formatting or typesettingto be an eligible print
finalisation activity. The meetingof one or two of the
conditions will not be sufficient to makethe activity an
eligibleone.

NOTE The term“eligible print finalisationactivities” appearsin clause2(4).
Its purpose is to identify thoseprinting activitieswhichwill result in
anentitlementto exemption for compuserequipment used in the
printing industry.

NOTE: The term“finalisation’ appearsin:-
(a) the definition ofeligible print flnalisation activties;

(b) the definition of“main”; and

(c) clause2(4Xb)(iii).
its purpose is to define the meaningof “finslisasion” to determine
whesher or not exemption applies so computers used in the printing
industry.

“General journalist”

A generaljournalistis ajournalistwho is notcarryingout
the functions of a sub-editorin relation to the work of
anotherperson.

A generaljournalistwill include,for example,a journalist
who writes articlesfor a newspaperor magazine.These
articlesmay draw on externally sourcedresearchand
referencematerials,and the final articlewill reflect the
knowledge,labour, analyticaljudgementand literaryskill
of thejournalist.

The term will not include a journalist who performs
predominantlyan editing role on third party sourced
materialsuchas internationalnewswhich comesinto a
publishinghousevia a wire service.
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The term will also not include a sub-editor or a journalist
performingthedutiesof a sub-editor. Such dutieswould
includeeditingmaterialpreparedby otherjournalistsfor
the purposesof determiningthe amountof materialthat
will bepublished.

NOrTh This termappearsin paragraph(iv) ofthedefinitionoft
(a) “author/secretarycomputerequipment’;and
in paragraph(d) of thedefinitionot

(b) “eligible print finailsation activities”.
Computersused50%or moreby generaljournalistswill NOT
qualify for exemption.

“item ofcomputerequipnwnt”

This term defineswhatequipmentwill beregardedasan
“item of computer equipment”. The definition hasseven
inclusiveparagraphs whicharelargely self-explanatory.

Paragraph(a) coversa centralprocessingunit or other
processingdevicewhich isequipmentdesignedtoprocess
electronicdata. Thecentralprocessingunit is usually the
heartof mostcomputersystems.

Paragraph(b) covers various storage deviceson which
electronicdatacanbestored.

Paragraph (c) covers a range of input/output devices
which areusedto eitherkey or input information into a
computersystemor extract informationfrom the system.

Paragraph (d) coversa range of equipmentwhich is used
in computer systemsto convert computer languagefrom
oneformat to another or to link computersystems.

Paragraph (e) provides for prescribing computer devices
by regulation. It will enableany equipmentfor usewith
computersthat comeson to the market in the future to be
prescribedasan itemof computer equipmentshould it not
be coveredby the definition.

Paragraph (f) coverscomputer equipment that comprises
any of the named itemsin the definition andany other
devices. The combined items must be contained in the
samehousing and they must be identified asan item of
computerequipment.
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Paragraph(g) coverscablesforusein linking togetherthe
variousitemsof computerequipment

While the definition specifically includes a considerable
number of goods that have an identity as computer
equipment,it is notexhaustive.Goodsthat are not named
in the definition but which are known as computer
equipmentwill becoveredby the definition.

Exclusionsto thedefinition

Certain goods are specifically excluded from the
definition. These are set out below:
Paragraph (h) excludesfurniture such ascomputer chairs

and desks.

Paragraph(j) excludesanti-staticmats.

Paragraph 1k) excludes consumable items used with
computer systemssuch as disks, disketttes, tapes and
paper.

Paragraph (m) excludestelecommunication devicessuch
as satellite dishes, telephone exchanges and PABX
systems.

Paragraph(n) excludesa deviceprescribedby regulations.
There are no such devicespresently prescribedbut
provision is madeto allow theexclusionof anycomputer
deviceshouldtheneedarise.

NOTE: This definilion appearsin

(a) subdas~aea2(2);2(3),2(4),2(5) and 2(6);and
(1’) thedefinitionsof-

(1) arthilecturalfstrucluraldesigncomputerequipment-

(ii) audio-visualproductioncomputerequipment’
(iii) auther/secretarycompalerequipment’and
(iv) ‘software-generationcomputerequipmenr.

Its purposeis to definethoseitemsofcomputerequipmentwhtchwill come
wtthips theexemptionsfor eligible computerequipment.
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“main”

This definition is central to the proposed exemptions.
“Main” in relationto theuseof goodsor the finalisation of

textor imagesis definedto meannot less than 50%. In the
exemption items and someof the definitions, the term
“mainly” is usedratherthan“main”. Because“mainly” is a
derivationof “main” it has the same meaning as “main”.
Thus where “mainly” is used in the exemption items or
definitions, it means that the use of the goods or the
activity mustbeat least 50% for exemption to apply or the
activity tobeaneligible one.

Note: Thisdefinition appears in newsubclause(8). It also appearsas
“mainly” In—
(0 archifrcturall,tructnrqldesignco’nputneqidpment;
(ii) audio-visualproductioneo’nputei’equipnsent;

(lii) author/secretarycomputerequipment;
(lv) eligibleprintfinalisationactivities;
(v) softwars-generationcomputerequipment;

(vi) paragraphs2(2)(b), 2(3)(b), 2(4flb), 2(5)(a),2(5Mb),2(6)(a),
2(6flb); and

(vii) item158

“software-generationcomputerequipment”

This definition covers individual items of computer
equipment that are for use mainly in the writing or
producing of computer programs other than where the
equipment is for use in embodying a program in a
microchip.

Exclusionto thedefinition

There is a secondexclusion to the definition. If the
computer is mainly for use in producing operating
instructions for computers for use in controlling
manufacturingequipment,it will not comewithin the
definition. This isimportantbecausesoftware-generation
computerequipmentwill not qualify for exemptionunder
the provisionsof thisBill.
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NOTE: Thisdefinition appearsin clause 2(21(d)as an exclusion to computer
equipmentfor usein the engineeringor technicaldesignofgoods. its
purposeis to ensurethat thewriting of a computer program doesNOT
quatify as thetechnicaldesignof goods.- exceptwheretheprogram is
e,nbodiedina microchipor is to vperalenzatufacturingequipnent,

Sitbcjause4(c): new subclauses1(7)and (8)of the First Schedule

NewSubclause (7): samemeaningsasin theCopyrightAct 1968

This subclausedefinesa numberof terms used in the
definition of “audio-visual production computer
equipment”tohavethesamemeaningsas in the Copyright
Act 1968,

Theparticulartermsare “cinematographfilm”, “make” and
“soundrecording”.

“cinematographfilm”

A cinematographfilm is onewhere consecutivevisual
imageson theone length of film, when screened,will
produce a moving picture. The definition has been
interpretedby the courtsto alsoinclude motion pictures
producedon videotape.

“make”

A referenceto the makingof a cinematographfilm means,
for the purposesof the Copyright Act, the doing of the
things necessaryfor the production of the first copyof the
film. The maker of the film is the person by whom the
arrangementsnecessaryfor the making of the film were
undertaken.

A referenceto the making of a sound recording, for the
purposes of the Copyright Act, means when the first
record embodying the recording was produced. The
makerof the soundrecordingis the personwho owned
that recordat thattime.

New definitions in subclause 1 25



“sound recording”

This term is definedin sub-section10(1) of theCopyright
Act. It meanstheaggregateof the soundsembodiedin a
“record”, which is defined to mean a disc, tape,paper or
otherdevice.

NewSubclause(8): definitionof main

Thissubclausestatesthat thenewsubclause(1) definition
of main - ie, not less than 50% - doesnot affect the
meaningof other termsusedin the salestax law. Oneof
thesetermsis “primarily or principally”.

The effectof thissubclauseisthat it cannotbe argued that
the legislation usesthe term “main” to describecasesof
“not less than 50% and that therefore “primarily and
principally” musthavesomeotherdifferent meaning.
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Subclause4(d)

New subclause2(1)of theFirst Schedule

Eligible computer It is only eligible computer equipment that will be ableto
equipment qualify for exemptionfrom salestax under the provisions

of the Bill. This subclause defines the phrase “eligible
computer equipment”. It provides that the following
categoriesof computer equipment will be eligible
computerequipment:-

(a) design/engineering computer equipment
(subclause2(2))

(b) production-relatedcomputerequipment(subclause
2(3))

(c) print-relatedcomputerequipment(subdause2(4))

(d) non-print mixed-use computer equipment
(subclause2(5))

(e) print-related mixed-use computer equipment
(subclause2(6))

(I) parts for computers coveredby any of the above
categories.

Detailsof eachof the categoriesfollow.

Newsubclause2(2)of theFirst Schedule

Design engineering For computer equipment to qualify as “designengineering
computerequipment computer equipment”, it must be an individual item of

computerequipmentas defined.It thenmustpassall of
the following tests:

First test: who canuse
the equipment?

(a) Theequipmentmustbe usedby a personwho:

(i) is a manufacturer; or
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(ii) manufacturesgoodsout of materials supplied
by apersonwhowill alsosell the manufactured
goods;or

(iii) processesor treatsgoodson behalfof the
manufacturer.

Secondtest
Engineeringor
technicaldesign

(b) The equipmentis to beusedby apersonmainly in
the engineeringor technicaldesignof all goods.

The term‘tengineeringor technicaldesignt’is not
defmedin the Bill. It will take its ordinary meaning
and will coverall aspectsinvolved in the technical
designof goodsto be manufactured.

For exampleit will coverthe drawing up of
specifications,thestresstestingof thedesignon the
computer andanyothercomputer activity that is
necessaryto bring the designinto a form where it
canbemanufactured. Engineeringwill alsocover
computersusedto convert existingdrawings of tools
andothergoodsto computerspecifications.

The useof the equipment must be for any or all of
the following engineeringor technicaldesign
activities:

(i) the designor engineeringof goods to be
manufactured,processedor treated,or for
likely manufacture.

It will notbenecessaryfor goodstobeactually
manufacturedfor theexemptionto apply. The
term “likely manufacture’ is intended to cover
thosesituations where a manufacturer may asIc
two separatepersonsto producea designof the
samegoods. The manufacturerwiil then select
thebestdesign. Thefact thatone designis not
proceededwith will not prevent an exemption
from applying. Both designactivitieswill
qualify becauseat the if methe manufacturer
sought them they were both for likely
manufacture.
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(ii) thedesign or engineeringof machinery,
implements or apparatus to be used in the
manufacturing process.

Thiswill cover thedesignof equipment usedby
a person as aids to manufacture.

(iii) the designof any processes,includingplant
layout or machining andassemblystepsfor
goodsto be manufactured.

This will coverworking out the wayin which
theplant will operateand how thegoodsbeing
manufacturedwill beorganisedthroughtheir
manufacturingsteps.

(iv) thedesignof anyprocesses,includingplant
layoutor machiningandassemblystepsfor
plantandequipmentusedin the manufacture
of machinery usedto manufacture goods.

(v) thedesignof operatinginstructionsfor robotic
equipmentusedin the manufacturingprocess
ortreatmentof goods.

Thiswill coverproductionof computer
programs(or of punchedtapeinstructions)for
use to operateroboticor othercomputer
controlledmanufacturingequipment.

(vi) thedesignof operatinginstructionsfor robotic
equipmentusedin themanufactureof plantor
machineryusedto manufacturegoods.

This isasimilarsituationto (v) except that it
concernsthemanufactureof plant or
equipmentforuseasaids to manufacturein
producinggoods.

Exclusions
Certain computer equipment will not qualify as
design/engineeringcomputerequipmenteventhoughit
may beusedfor designor engineering.Theseexclusions
areexplainedbelow.

New Clause 2 inserted in First Schedule 29



Exclusionof Author/secretary computer equipment is a defined term
Author/secretary referredto in the noteson clause1.
computerequipment

Word processorsandcomputersarewidely used in the
creationof originaltext andwherethistextis incorporated
into printed matter it could be arguedthat the word
processorsandcomputersare usedin the technicaldesign
of goods.

Thepurposeof this provisionis to provideexemptionfor
design/engineeringcomputerequipmentusedto produce
goodsotherthanprintedmatter, Excludingparagraph(c)
will ensurethat the designor creation of printed matter
will notgain exemptionas design/engineeringcomputer
equipment.

Exclusionof Software- Software-generation computer equipment is separately
generationcomputer defined.
equipment

Like the situation with author/secretary computer
equipment, the exemption for design/engineering
computer equipment is not intended to cover the creation
or writing of certaincomputer programs. Becauseit could
be arguedthat thewriting of a computer program is the
technical design of goods, it is necessaryto exclude
computerequipmentusedfor suchpurposes. Note that
computerprogramsembodiedin micro chipsor usedto
operatemanufacturingequipmentare not excluded- see
thenotesin subdause1.

Exclusionof Audio- Audio-visual production computer equipment is defined
visual production in clause1.
equipment

The useof computer equipment to generateimagesto be
incorporatedin the mastercopyof afilm or videodoesnot
involve the manufacture of goods. Nor doesthe useof
computerequipmentto generatesoundsin themakingof
a first recording. Consequently,salestax is not payable
on the valueof the mastercopy of the film, video or
recording.

However,the subsequentproduction of multiple copiesof
the master doesinvolve the manufactureof goods and it
could be argued that computersusedto producemaster
copiesare for use in the design of the multiple copies
which are manufacturedgoods. This exclusion thus
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ensures that exemption is not available for computer
equipment used in a non-manufacturing activity, ie the
designof master films andvideos.

Exclusionof Thisequipmentis definedin clause1.
Architectural/
structuraldesign The exemption for design/engineering computer
computer equipment equipment is directed to the manufacture of goods,not

buildings or structures. Buildings, structuresandother
fixtures arenot ‘~goods”for salestax purposesandtheir
final value or worth is not subject to sales tax. The
designingof buildingsand other fixtures is not an activity
that is subject to sales tax. Consequently,computer
equipmentused for architecturaland civil engineering
designwork isexcludedfrom this exemption.

Exclusionof Print- Paragraph4(b) of this clausecovers certain printing
relatedcomputer activities.
equipment

The creationof written work could be regardedasthe
technical design of the final printed matter produced.
Becausecomputersusedby authorsandotheroriginators
of text or graphicsareto remaintaxable,it is necessaryto
exclude such computers from this subclause. This is
achievedby referring to goodsnot coveredby paragraph
4(b) becausecomputersused for manufacturingdesign
purposesdo notcomewithin thatparagraph.

New Subclause:2(3)of theFirst Schedule

Production-related For equipment to qualify as production-related computer
computerequipment equipment,it mustbe an individual item of computer

equipment as defined. It then must pass all of the
following tests:

(a) Theequipmentmustbeusedbyapersonwho:

(i) isamanufacturer;or

(ii) manufacturesgoodsout of
materials supplied by another personwho
will alsosell the manufactured goods;or

(iii) processesor treatsgoodson
behalfof themanufacturer.

New Clause 2 inserted in First Schedule 31



(b) Goodsmustbemainlyforuseinanyorailofthe
following activities;

(i) thescheduling,sequencing,monitoring,
controllingor costingof manufactureor the
processingor treatmentof goods. It will cover
arranginghow thegoodswill bemanufactured
andmonitoringthe variousstagesof
manufacture.It will alsocovercheckingthe
actualcostsof manufacture againstbudgeted
costs.

(ii) the ordering,storage,handling,monitoring,
controllingor costingof materialsto be
purchasedfor usein themanufactureof goods.
It will covercomputersfor usein inventory
controlsuchasjust-in-time systems.This
subparagraph wili notextendto apersonwho
merelyprocessesor treatsgoodsonbehalfof a
manufacturer.Sucha personis coveredby
subparagraph (iii).

(iii) this subparagraphhas the sameeffectassub-
paragraph(ii) exceptthatit appliesspecifically
to a personwhoprocessesor treatsgoodson
behalfof a manufacturer.The reasonfor the
two subparagraphsis that (ii) dealswith the
actualmanufactureof goodswhile (iii) covers
only the processingor treatment of goodsto be
manufactured.

(iv) thestorage,handling,monitoring, controlling or
dispatchof manufacturedgoodstoother
manufacturerswho will usethosegoodsin
theirmanufacturingprocesses.An exampleis
the dispatchof motor vehicleparts by a parts
manufacturerto amotorvehiclemanufacturer.
Thedispatchof completedgoodsisnotan
eligibleactivity wherethatdispatchisto a
wholesaler,retaileror consumerfor saleor use
by suchpersonsbecauseit isanactivity after
the manufacturingprocesshasbeenoompleted.
It is morein thenatureof a marketingactivity.
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(v) the ordering, storage,handling, monitoring,
controlling or costingof equipment for useas
aidsto manufactureby themanufactureror
personprocessingthegoods.The
subparagraph isof the sameaffectas
subparagraphs(ii) and(iii) exceptthatit relates
to themanufacturingequipmentratherthanthe
goodsbeingmanufactured.

New Subclause2(4) of theFirst Schedule

Print-relatedcomputer This subclauserelates to the individual itemsof computer
equipment equipmentusedin print finalisation activities. It setsthe

conditionsof use,all of whichmustbemet.
Theequipmentmustbefor useby eithermanufacturersof

Whomustusethe printed matter,ie. a printer, or manufacturersof goods
equipment? used to produceprinted matter, ie. a plate maker on

typesetter.
50% or moreof theuseof theequipmentmustbeinany or

How the equipmentis all of thefollowing:
to beused.

(i) eligibleprint finalisationactivities asdefinedin
clause1.

(ii) therecordingof advertisementsfor inclusionin
publicationssuchasnewspapers,periodicals
andmagazines.Theadvertisementscanbe
eitherclassifiedor display. An exampleof an
eligibleuseis acomputerdisplayterminalused
by anemployeeof anewspapertorecord
classifiedadvertisementsreceivedby telephone.

(iii) thepreparationor finalisationof technical
manualsor otherdocumentsrelatingto the
design/engineeringactivitieslistedin
subclause2(2)or theproduction-related
activitieslisted in subclause2(3). Thesubject
matterof thedocumentsmustbethegoodsto
bemanufactured,whichmustnotbeprinted
matter.

Thisprovisionenablesexemptionfor computers
usedin thepreparationfor printingof,for
example,specificationsandoperationmanuals
aswell asregularfactory work schedules.
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NewSubclause;(2)(5)of the First Schedule

Non-print related, Thissubclauserelatesto the individual itemsof computer
mixed-usecomputer equipmentthat havemixed uses,excluding any use for
equipment printing.

It allows the 50% or more use test to be met by a
combinationof eligible uses.

There are two conditionsthat mustbe satisfiedby the
equipmentin order for it to be coveredby this definition.

Whichpersonsare First it mustbe a registeredmanufacturer,a registered
eligible? personwhomanufacturesgoodsout of materialssupplied

by a personwho will also sell themanufacturedgoodsor
a registeredpersonwho carriesout a processor treatment
of goodson behalfof amanufactureror an unregistered
manufacturer(subparagraphs(a)(i) and(b)(i)).

Whatusewill qualify? The equipmentmustalsobe mainly for usefor any or all
of thethreeclassesof useidentifiedin subclause2(5). This
meansthattheusescanbecombinedto reach50%or more
andthusqualify thecomputerequipmentforexemption.

The useof the word “partly” in eachof the threeclasses
posesahypotheticalsituationwhereit is not necessaryfor
the50%(or theprimarilyandprincipally)usetestto be met
in eachclassfor thecomputerequipmenttobeeligible. A
lesserusewill qualify providedthat it canbe linked with
anotherlesseruseto reachatleast50%of totaleligible use.

The first classof usesor activities this subclausecovers
(subparagraphs (a)(i)(A) and (bXi)(A)) is:

• design/engineeringactivities(seeproposed
subclause2(2)); or

• production-relatedactivities (seeproposed
subclause2(3)).

34 New Clause2lnsertexj in First Schedule



The second class of use (subparagraphs (a)(i)(B) and
(b)(i)(B)) is as a hypothetical aid to manufacture (ATM),
where the hypotheticaluse test is “partly” rather than
“primarily andprincipally”. Partial usewill apply to all
theactivities specifiedin subparagraphs(a)(i) to(a)(xi) and
paragraphsCb), (c) and(d) of the“ATM” definition.

Paragraphs(f), (h) and (i) of the definition of ‘ATM
excludecertainequipmentfrom the definition. However,
all threeparagraphs,in turn, contain their own exclusions.
Theseallow theexcludedequipmenttoqualify asanATM
if it is usedexclusively or primarily andprincipally in
specifiedactivities. Subparagraph2(5)(a)(iiXB) will allow
theuseof suchexcludedequipmentasahypotheticalaid
to manufacturewhere the useof that equipmentis a
partialuseratherthanaprincipaluse.

Theeffect of subparagraphs2(5)(a)(ii)(C) and( b)(ii)(C) is
to allow partialuseof acomputerasanauxiliary to aids to
manufactureto be aneligible use. Partialusewill apply to
all activities specified in paragraphs (a) to (g) of the
definition of “auxiliaries to aids to manufacture”.

Summary To summarise by example, if a computer is used as
follows:

• designuse 20%
• productionuse 20%
• ATM use 20%

then thoseusescan be added together. Wherethey reach
50% or more (in the exampleit is 60%) the computer will
satisfy the use test and qualify for exemption. If the
combineduseis lessthan50% thenthe computerwill not
qualify for exemption.

NOTE: Theonly differencebetwrenproposedparagraphs2(5)(a) and2(5gb)
is that thedefinitionsof “aids to manufacture’and auxiliariesto
aids to manufacture”are,in the case of eligible users coveredby
paragraph(a)containedin the SalesTaxRegulationsand, in the case
ofeligible users coveredby paragraph It) arecontainedin clause I
ofthe FirstScheduleto theFkC Act.
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New Subclause2(6) of theFirst Schedule

Print-related, mfted- This subclauseapplies to individual itemsof computer
usecomputer equipmentused in print finalisation activities and for
equipment other usesthat qualify for exemption. It posesthe same

hypothetical tests as applied in subclause2(5) by
substituting “partly” for “mainly” or “primarily and
principally”.

It allows the 50% or more use test to be met by a
combinationof eligibleuses.

Thereare two conditions that must besatisfied in order for
equipmenttobecoveredby this definition.

Whichpersonsare First, the equipmentmust be for use by registered
eligible? manufacturers of printed matter or, registered persons

who produce goodssuchas printing plates for use in the
production of printed matter (subparagraph(a)(i)) or
unregistered persons of the same description
(subparagraph(b)(i)).

Whatusewill qualify? Second,the useof the computer for eligible purposes
must be at least50% of its use. The eligible usesthat can
becombined are:

• designuse
• productionuse
• print finalisationuse
• aidsto manufactureuse
• auxiliariesto aids to manufactureuse

Subclause(6) concerns the printing area, and is very
similar to subclause(5). The individual useof a computer
in anyof theusesspecifiedabovecanbecombinedwith
the other uses indicated and where that combined use
reaches50% or more,then the computerwill qualify for
exemption.
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Paragraph 4(e): NewExemption items155,156,157
and 158

This paragraph will add 4 new exemption items to the
First Scheduleto provide exemption from sales tax for
computer equipment used in the following eligible
activities:

• designandengineering
• production control
• printfinalisation

The itemswill alsoprovideexemptionwherethe above
usesare combined withuseof thecomputerin:

• aidsto manufactureactivities;or
• auxiliary toaids tomanufactureactivities.

What iseligible Eligible computer equipment is individual items of
computer equipment? computer equipment that are for use in the activities

mentioned above. These terms are more extensively
defined in theamendmentsproposedby paragraphs4(b),
(c) and (d) of theBill.

Whatusewill qualify? Thecomputerequipmentmustbefor useat least50% in
theeligible activitiesto beexempt.The50% can relateto a
single eligible activity or it canbe reachedby combining
thevariouseligible activities.

It-em 155
This item will provide exemption where an unregistered
person purchases, imports or leaseseligible computer
equipment.Exemptionis obtainedby the unregistered
personsupplying a conditional exemptioncertificate in the
form approved by the Commissioner of Taxation to the
vendor of thecomputer equipment.
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Exclusion to Item 155 Item 155 doesnot apply to an unregisteredmanufacturer
whosegoodsare exemptunderitem 100or 103 of the First
Schedule.Theseitemsexemptthemanufacturesof persons
who carryon businessin a smallway - where the annual
turnoverof thebusinessis lessthan$50,000or tax payable
on thegoodsmanufacturedis less than$1000.

Item156
This item provides exemption for eligible computer
equipmentmanufacturedby a personand applied to that
person’s own use. It has limited application becauseit
applies only to a person who manufactures items of
computer equipment and then usesthat equipment as
eligible computer equipment in connection with
manufacturingoperations.

An examplewould be a computer manufacturer which
usesthecomputers it manufacturesin the technicaldesign
of other computers.

Item157
This item exemptseligible computer equipment that is
manufactured, purchased or imported by a registered
personandapplied to that person’sown use where the
equipment has beenobtained by the registered person
quoting their sales tax certificate number to the supplier
under, for example,newregulation 12(1)(da).

Item 157 will be themostcommonexemptionitem used
for eligible computer equipment because it applies to all
registeredsalestax persons.

Item158
This item provides exemption for computer equipment
manufactured, purchased,importedor leasedby a person
(called a sub-contractor) who carries out activities on
behalf of one or more other persons(called the primary
manufacturers) where the equipment would havebeen
eligible computer equipment if each of the primary
manufacturershadusedtheequipmentin carrying out the
contracted activities. The exemption is related back to
items 155, 156 and 157 andposesa series of hypothetical
situations in respect of each item. If each primary
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manufacturerwould havebeenentitled to exemption
under items155, 156 or 157 then, if the sub-contractor
carriesout thosesameactivities mainly on behalf of the
manufacturers,the equipmentwill be exemptunderitem
158.

An exampleis apersonwhousesacomputerto designthe
process for chrome plating handlebars for a bicycle
manufacturer.If the bicyclemanufacturerwould have
beenentitled to exemptionfor computer equipmentused
in designing the process for chrome plating the
handlebars, then item 158 will apply to a sub-contractor
where50% or more of the use of the computer is for that
activity.
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Part 3- Amendmentof SalesTax Regulations

Clause5
This clause merely provides that where the term
“Regulations”is usedin this part of the Bill, it meansthe
SalesTaxRegulations.

Clause6

Regulationt Regulation4 includesa definition of “aids to manufacture”
“Aids to Manufactur?’ whichapplies to a registeredperson.

This clauseadds to the end of that definition a further
exclusion. The new exclusion is in paragraph (p) and it
applies to author/secretary computer equipment. It is a
parallel amendmentto that made to the definition of “aids
to manufacture” that appearsin sub-clause1(1)of the ~irst
Scheduleto the E&C Act. The amendmentkeepsthe two
definitions of “aids to manufacture”in line.

Regulation 4: Under the salestax legislation it is necessaryfor defined
Newdefinitions meaningsto be uniform. To give effect to theexemption

for eligible computer equipment it is necessary to insert
definitions for “author/secretary computer equipment’
and “eligible computer equipment” into thisRegulation.
Clause6 provides that the definitions of “author/secretary
computerequipment”and“eligible computerequipment”,
shall have the samemeaningasin theFirst Scheduleto the
E& C Act (seethe noteson clause4 of thisBill).

Clause7

Regulation12 Regulation 12 setsout the situations in which sales tax
Quotationof certificatesare to be quoted. Quotation of a sales tax
Certificate certificate is the way a registered person can purchase

goodsfreeof salestax.

Subclause7(a) makesa technicalamendment.Regulation
12(1)(d) allows a registered person to quote a sales tax
certificatein two situationsrelatingto aidstomanufacture.
However, the two situationsarejoinedby thewords“and”
insteadof “or”. Clause7(a) correctsthis by omitting“and”
andsubstituting“or”.
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NewQuotation Subclause7(b) addstwo new situations in subregulation
situations 12(I) for which registeredpersonsare required to quote

their salestax certificates. New paragraph 12U)(da)will
require a registered personto quoteon the purchase,lease
or importation of itemsof computer equipment for useas
eligiblecomputer equipment. Thiswill enablea registered
personto purchasesuchequipmentfreeof salestax.

New paragraph 12(l)(db) will require a registered person
to quote a sales tax certificate on the purchase or
importationof goods:

(a) for useasraw materialsin themanufactureof items
of computerequipmentwhich qualify aseligible
computerequipment; or

(b) for saleor leaseto otherpersonsfor useby themas
eligible computerequipment.

A registeredpersonwill thereforebeableto purchasefree
of salestax:

(a) partsor componentsfor usein themanufactureof
eligiblecomputerequipment;and

(b) itemsof computerequipment for saleor leaseto
otherpersonswho will usethemaseligiblecomputer
equipment.

ClauseS

Regulation 13: Regulation 13 setsout certain conditionswhere quotation
Non-Quotation of of a sales tax certificate by a registered person is NOT
certificate permitted. Regulation 13(1) provides that a personwho

manufacturesgoods that are exempt under item 100 or
103,First Schedule,cannot quotea salestax certificateon
the purchase or lease of goods for use as “aids to
manufacture” or “auxiliaries to aids to manufacture”.
Quotation of certificate is also not permitted on the
purchaseof raw materials for usein the manufactureof
goodsthatbecome“aids to manufacture”or “auxiliaries to

aidsto manufacture”.
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ClauseSamendsregulation13 by alsoexcludingquotation
of certificate for goods that are “eligible computer
equipment”.

A registeredpersonwhosegoodsareexempt under item
100or 103will NOTbe ableto quote a salestax certificate
on the purchaseof:

(a) eligible computerequipment; or

(b) raw materials for usein the manufactureof eligible
computerequipment.

Clause9

Regulation 48: Regulation48 providesfor refundsof salestax in certain
Refundsfor situations to prevent salestaxbeingpaid twice.
Manufacturers of
taxable goods Regulation 48(l)(e) allows a refund of tax paid on the

purchase of goods for use as aids to manufacture or
auxiliariesto aids to manufacturewherethosegoodshave
beenusedto produce taxable goods. Regulation48(l)(f)
allows a similar refund wheretheaids to manufactureor
auxiliaries to aids to manufacture havebeenimportedtax
paid.

Clause9 will amendregulations48(I)(e) and48(l)(f) by
including eligible computer equipment in those refund
provisions. This will allow the payment of refunds to
registered persons who purchase eligible computer
equipment tax paid and use that equipment in the
manufactureof taxablegoods.

Exclusions: A refund under regulation 48 does not apply to a
Manufacturersof manufacturer of exemptgoodswho haspurchasedeligible
exemptgoods computer equipment tax paid. In this situation a refund

maybe available under regulation58 (seenoteson clause
lZof this Bill).
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Clause10

Regulation 51 Reguiation 51(1) sets out the kind of evidencethat is
Claimsfor refund required to be submittedto theCommissionerof Taxation

to support a refund claim under regulation 48(1). Clause
10 will amendregulation51(1)(c) by including eligible
computer equipment This means that in somerefund
situations involving the purchase of eligible computer
equipmentat a price which indudessalestax, certain
documentaryevidence to support the refund claim may
haveto be provided to the Commissionerof Taxation.
Thiswill bethecasewith refunddaimsunderregulation
48(l)(e).

Clause11

Regulation 55 Regulation 55 allows the Commissioner or a Deputy
Refundsin special Commissionerto approverefundswherea registered
cases personhas difficulty in complying with the evidence

requirementsof regulation51. Clause ii will amend
regulation 55(l)(c) by including eligible computer
equipment amongthe specialcases. This meansthat if a
registeredpersonhasdifficulty in establishingthe amount
of sales tax paid on the purchaseof eligible computer
equipment, a refund maybecalculated andallowed on an
averagecostbasis. The refund entitlement will not be lost
becauseof difficulty in finding out the exact amount of
salestax paid.

Clause12

Regulation 58 Regulation58(4) provides for a refund of salestax to be
Exempt goods madewhere tax paid goodsare sold to a registered person

for use as aids to manufacture or auxiliaries to aids to
manufacture. The refund is payable to the vendor of the
goods.

Clause12 will amend regulation 58(4)(a)(i) by including
eligible computer equipmentas goodsfor which a refund
canbe claimed.
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Conditionsfor There arecertain conditionsthat haveto be met for a

exemption refundto be payableunderregulation58(4).

Theyare:

(a) the goods(eligible computerequipment) must be
purchasedby thevendorat apricewhich includes
tax;

(b) thegoodsmustbesoldto aregisteredpersonwho
quotesa salestax certificate;

(c) thegoodswill haveto beusedby the registered
personaseligible computerequipment;and

(d) that thetax paid on thepurchaseof thecomputer
equipmentis notpassedon tothe registeredperson.

Whereall theseconditionsaremet,a refund is paidto the
vendor of the eligible computer equipment, NOT the
registered person. The registered person effectively
purchasesthe goodsat a price that doesnot indude sales
tax. The registered person can be a manufacturer of
exemptor taxable goods.

Cause 13
Amendment or repeal Generally amendments to regulations are made by
of Regulations amendingregulations. In this instance the regulations are

beingamendedby anAct. Clause13(1) providesthat the
fact that theseamendmentsare madein an Act, doesnot
prevent their later amendmentor repeal by regulation
which is the morenormal courseof action.
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As a result of amendmentsmadeby the Sales Tax
(Exemptionsand Classifications)(ComputerPrograms)
AmendmentAct 2989,anewexcludingparagraph(o) was
inserted into the definition of “aids to manufacture”as it
appearsinsubclause1(1) in theFirst Scheduleto the E&C
Act. A similarexdudingparagraph is to be inserted in the
“definition of aids to manufacture” appearing in sub
regulation 4(1)but the amendingregulationshavenot yet
beenmade. Clause13(2) provides that this amendingBill
will allow excluding paragraph (o) to be added to the
definition of “aids to manufacture” should the regulations
effectingthatamendmentnotbe madeuntil after this Bill
hasbecomelaw,

Regulations 45



PART 4- APPLICATION OF AMENDMENTS

Clause14

Applicationof Clause 14 provides that the changes apply only to
amendments transactionsinvolving eligible computerequipmentafter

the commencementof the Bill which is 19 October1990.

Exclusion There is oneexclusionto thisposition. The amendments
madeby clause7(a)will comeinto effect on the day the
Act receivesthe Royal Assent. Clause7(a) is a technical
amendment that doesnot affectin anyway the exemption
for eligible computerequipment. It isnot necessaryfor it
to operateimmediatelyandits commencementis deferred
to themoreusualoperativedateof RoyalAssent.
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E. A Cross-ReferenceGuide to theClausesand the
ProposedChangesin the Bill

Bill Bill EM.
Cause Page Subject Page

PART I PRELIMINARY

1. 1 Shorttitle 12
2. Commencement
3. 2 References

PART2 AMENDMENT OFSALESTAX (EXEMPTIONS&
CLASSIFICATIONS) ACT1935

4(a) “Author/secretary computerequipment”addedto 13
exclusions from “aids to manufacture”definition in
subclause1(1)of the First Schedule.

4(b) Definitions to be insertedin subclausc1(1) of the First
Schedule:

“architectural/structuraldesigncomputerequipment” 14
“audio-visual production computerequipment”
“author” 15
“author/secretary computerequipment”
“eligible computerequipment- refer to proposedclause2” 18

3 . “eligible original literary, dramatic,musicalor artistic
work”

“eligible print finalisation activities” 19
“finalisation”
“general journalist” 21
“item of computer equipment” 22

4 . “main” 24
“software-generationcomputerequipment”

4(c) 5 Newsubclausesaddedat theendof clause1:

(7) someexpressionshavethe samemeaning asin 25
theCopyrightAct 1968

(8) definition of “main” doesnot affectmeaningof 26
otherexpressions,eg“primarily andprincipally”.
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Bill Bill EM.
Cause Page Subject Page

4(d) NewClause2to beInsertedIn First Scbedule

Subelause2(l) - will listS categoriesof goods(plusparts) 27
whichmaybe ‘eligiblecomputerequipment”.The
following subclauseswill defineeachcategory.

Subelause2(2) - will define“design/engineeringcomputer 27
equipment”.

6 Subclause2(3) - will define“production-relatedcomputer 31
equipment”.

7 Subclause2(4)- will define“print-relatedcomputer 33
equipment”.

8 Subelause2(5) - will define non-print mixed-use 34
computerequipment”.

9 Subclause2(6)- will define“print-relatedmixed-use 36

computerequipment”.

4(e) NewexemptionItemstobe InsertedIn FirstSchedule

10 Item155-Unregisteredpersons- will exempteligible 37
computerequipmentacquiredby unregisteredpersons
whoarenot small manufacturers.

item156-ComputerEquipmentManufacturers- Exempts38
eligiblecomputerequipmentmanufacturedby aperson
andappliedto theirownuse.

Item157-RegIsteredPersons- will exempteligible 38
computerequipmentappliedbyregisteredpersonsto
theirovmuse.

Item158-Sub-confractors- will exempteligible computer 38
equipmentfor useby sub-contractorson behalfof
manufacturerswho would havebeenentitled to obtain
exemptionfor theequipment.
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Bill Bill E.M.
Clause Page Subject Page

PARTS AMENDMENT OF SALES TAX REGULATIONS

5 12 “Regulations” meansSalesTax Regulations 40

6 InterpretatIon- will amendRegulation4-

6(a) “Author! secretarycomputerequipment”to beplacedon 40
thelist of exclusionsfrom the “aids to manufacture”
definition in subregulation4(1).

6(b) Cross-referenceto definitionsin First Schedule. 40

7 CasesIn which salestaxcertificate must be quoted

- will amendRegulation12.
7(a) Minor correction. 40

7(b) Paragraph 12(lUda)- will requireregisteredpersonsto 41
quotewhen theyacquire “eligible computer equipment”.

Paragraph 12(lHdb) - will requireregisteredpersons 41
to quotea certificate whentheyacquirerawmaterialsfor
manufactureof “eligible computerequipment”.

8 Caseswherea certificateshouldnotbe quoted - will
amend Regulation13-will add“eligible computer
equipment”tothe list of goodsfor which registeredpersons
whoare small manufacturerscannotquotea certificate.

9 Personsto whomrefunds or paymentsmay be made-will 42
amend Regulation48-will add“eligible computer
equipment” to thelist of goodsfor which apersonmay
obtain a refund in certaincases.

10 13 Claims for refund- will amendRegulation51-will add 43
“eligible computerequipment”to thelist of goodsfor
which registeredpersonsmustsupplya written statement
in support of their claimfor a refund.

11 Refundsin specialcases- will amend Regulation55-will 43
add “eligible computerequipment” to the list of goods.

12 Refund wheretax paid on exemptgoods- will amend 43
Regulation 58-will add “eligible computer equipment”
to thelist of goods.

13 Amendmentor repealof RegulatIons 44

PART 4 APPLICATION OF AMENDMENTS

14 Application of amendments. 46
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