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General Outline

Deemedmanufacturers

Replacementamendmentsof theSalesTax(Exemptionsand
Classifications)Bill 1992will makeonechangeto theoriginal proposed
amendments.Theproposedbusinessinputsexemptionfor apersonwho
suppliesmaterialsto bemadeup into goodswill beextended.The
exemptionwill now be allowed ifthe made-upgoodsarefor wholesale
sale,and/orindirectmarketingsale,by the supplier. The original
amendmentsdid notallow the exemptionifthe goodswerefor indirect
marketingsale.

Exempt use

The original amendmentsof theSalesTax (Exemptionsand
Classifications)Bill 1992will allow exemptionfor goodsthat are:

donatedto alwaysexemptbodies;

incorporatedinto othergoodsthatarefor useby apersonin exempt
circumstances;and

incorporatedinto propertyownedby or leasedto, analwaysexempt
body.

The additionalamendmentto theSalesTaxAssessmentBill 1992 will
allow acredit for goodsusedin thesecircumstancesif thegoodshave
alreadybornetax.
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SalesTax (Exemptions and Classifiéations)
Bill 1992

DeemedManufacturers

1. Explanation of additional amendment

Thereplacementamendmentof the SalesTax(Exemptionsand
Classifications)Bill will allow businessinputs concessionsto be available
for apersonwho suppliesmaterialsto amanufacturerto bemadeup into
goods,providedthat themade-upgoodsaremainly for wholesalesale
and/or indirect marketingsale by the supplier.

[AmendmentNo. 3 oft/se E&C Bill (new definition of ‘wholesaler’s.
materialegoods’in subelauae3(2)))

Effect of theoriginal amendments:The original amendments(No’s. 2,
a and10 to 15) will allow businessinputsconcessionsto continueto be
availablefor apersonwho suppliesmaterialsto amanufacturerto be
madeup into goods,providedthat themade-upgoodsweremainly for
wholesalesaleby thesupplier. As virtually all wholesalesalesof the
made-upgoodswould bewithin the taxbase~theproviso would ensure
that theconcessionswould only beavailablewherethecostof the
businessinputswould beincludedin thetaxablevalueof a later dealing
with themade-upgoods. Retail saleswould be excludedfrom thescopeof
theexemptionbecausetheyaregenerallynot taxabledealingsand,
consequently,thecost ofthe businessinputs would notbe includedin the
tax base. -

Reasonfor change: Thereis acategoryofretail sale,known asan
indirectmarketingsale,whichis also an assessabledealing. Thesesates
occurwherea person,who hasnotmanufacturedthegoods,sellsthem
throughanotherperson(suchasadoor-to-doorcommissionagent)who is
notan employee. As thevalueof anybusinessinputswould be included
in thetaxablevalueof an indirectmarketingsaleofthemade-upgoods,it
is consistentandequitablefor the concessionsalso to beavailableif the
made-upgoodsaremainly for wholesalesaleandlorindirectmarketing
sale.
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2. Alterations to the Supplementary Explanatory
Memorandum

The following alterationsto theSupplementaryExplanatory
Memorandumarerequiredto reflecttheproposedadditionalamendment
discussedabove:

GeneralOutline andFinancial Impact,page4, underheading‘Deemed
Manufacturersçomit theparagraphheaded‘Changeto theBill and
substitutethefollowing:

Changeto theBill: Businessinputsconcessionswill be available
for apersonwho suppliesmaterialsto amanufacturerto bemade
up into goods,providedthat themade-upgoodsaremainly for
wholesaleandlorindirectmarketingsaleby thesupplier.’

Paragraph5.1, page30, omit theparagraphandsubstitutethefollowing:

‘5.1 Accessto businessinputsconcessionswill be extendedto a
personwho suppliesmaterialsto a manufacturerto bemadeup
into goods,providedthat themade-upgoods(tobe referredto as
‘wholesalers-materialsgoods’)aremainly for wholesalesaleand/or
for indirectmarketingsale,by thesupplierof thematerials. The
newprovisionwill not applyifthe materialssuppliedhavebeen
purchasedfrom themanufacturer.

(AmendmentNo. 3 oft/i. E&C Bill (newdefinitionof
wholesaler’s-matedal&goods’in subelause3(2))]”

Paragraph5.11,omitsubparagraph(d) and11wNoteimmediately
following that paragraph,andsubstitute:

‘(d) it. mustbelikely, at the timeof deliveryof themade-upgoodsby
themanufacturer,that the made-upgoodsare to be soldby the
exemptionusermainly by wholesalesaleand/orby indirect
marketingsale. To satisfythis test, it will be necessarythat
morethan halfofthe salesof all goodsmanufacturedfor the
exemptionuser(asmentionedin paragraph(a)), outof the
materialssuppliedby theexemptionuser(asmentionedin
paragraphs(b) and(c)), will be sold eitherby wholesaleand/orby
indirectmarketingsaleby theexemptionuser. Made-upgoods
intendedfor retail saleby the supplierof thematerialswill not
beableto betakeninto accot.mtin this calculation.

Note: Laterwholesalesalesof the made-upgoodswill besubject
to anassessabledealing(i.e. AD ib), andlater indirect marketing
salesof themade-upgoodswill besubjectto an assessable
dealing(i.e.AD 2d). The taxablevalueof thesedealingswilt
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includeanamountto reflectthe costofthe supplier’sbusiness
inputs. However,wherethemade-upgoodsarefor laterretail
sale,theywill generallynotbesubjectto alater assessable
dealing.andthecostofthesupplier’sbusinessinputs will not
havebeenincludedin thetaxablevalueof thedeliveryofthe
made-upgoods.

(AmendmentNo. 3 oftheE&C Bill (newdefinitionof‘wholesaler’s
-niaterialsgoods’tobeinsertedin subelause3(2))J’

SalesTax AssessmentBill 1992

Exempt use

1. Explanation ofadditional amendment to insert Credit
GroundCRSA

Effect of theoriginal amendments:The SalesTax(Exemptionsand
Classifications)Bill will beamendedto exemptthefollowinggoods:

S goodsdonatedto alwaysexemptbodies(for example,certain
charities);

S goodsincorporated(for example,by arepairer)into othergoodsthat
arefor useby apersonin exemptcircumstances;and

. goodsincorporatedinto propertyownedby or leasedto, or to be owned
by or to beleasedto, analwaysexemptbody.

Effect of theadditional amendmentTheadditionalamendmentwill
inserta newcredit ground(CR5A) to apply in thesesituations,if the
goodshavealreadybornetax.

Reasonfor change: In the abovecases,thegoodswould be drawn
mostlyfrom tax-paidstock,so that theexemptionuserwould requirea
creditfor thetax alreadypaid,ratherthananexemptionfrom tax. As a
generalrule, creditswill only beavailableunderthenewlaw to
wholesalers,retailersandregisteredexemptionusers. However,the
insertionof creditgroundCRSA will allow theseexemptionusersto obtain
acreditdirectly from theCommissionerwherethegoodsaresuppliedon a
tax-freebasis.
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2 Alterations to the Supplementary Explanatory
Memorandum

Thefollowingalterationsto theSupplementaryExplanatory
Memorandumare requiredto reflecttheproposedamendmentto insert
newcreditgroundCR5A:

GeneralOutlineandFinancial impact,page5, underheading‘Donations
to andbyexemptbodies’,omit theparagraphheaded‘ChangetoBill’, and
substitutethefollowing:

“Changeto the Bill: An exemption(andcredit)will be provided
for goodsdonatedto exemptbodies. An exemptionwill alsobe
providedfor goodsgivenawayby exemptbodiesandgoodsfor use
asprizesandawardsby exemptbodies.”

GeneralOutline andFinancial Impact,page5, underheading‘Repairsto
goodsownedby exemptbodiesandexemptusers’,omit theparagraph
headed‘ChangetoBill andsubstitutethefollowing:

‘Changeto the Bill: An exemption(and credit) will be provided
for partsandmaterialsincorporatedby externalrepairersinto
goodsownedby exemptbodiesandexemptusers.’

GeneralOutlineandFinancial Impact,page6, underheading‘Buildings
ownedor leasedby exemptbodies’,omit theparagraphheaded‘Changeto
Bill ; and substitutethefollowing:

“Changeto theBill: An exemption(andcredit) will beprovided,
broadly,for goods incorporatedinto buildings that areownedby
exemptbodiesor leasedby exemptbodies.”

Insert at theendofpage42 thefollowing:

“Credit Ground 5it~: AOU where certain exemptionItems are

.- satisfied

Generaldescription: Claimanthasappliedassessablegoodsto
ownusein circumstancesthat satisfyexemptionItem 192, 193 or
194. Claimant hasbornetax on the goods.

Coverage: This groundwill enableanypersonto obtainacredit
direct from the Commissionerif the personapplies tax-paidgoodsto
own usein circumstancesthat satisf&one of threeexemptionItems.
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Thiswould occurwhentheclaimanthasfailedto quotein respectof
thepurchaseor deliveryofthegoods. The Itemsare:

. Item 192,whichwill exemptgoodsusedin theconstruction,
repair etc. ofpropertythat is ownedor leasedby anexempt
bodyor a foreigngovernment;

. Item 193,whichwill exemptgoodsdonatedor loanedto an
exemptbodyor a foreigngovernment;

. Item 194,which will exemptgoodsfor useby apersonso that
propertyin them passesto anotherperson,providedthatthe
otherpersoncouldhavequotedfor thegoodsif theother
personhadpurchasedthem.

Note: TheseexemptionItemsareproposedto beinsertedin
the newlaw by AmendmentNo. 17 of theSalesTax
(ExemptionsandClassifications)Bill 1992. TheseItems are
describedin greaterdetail in theSupplementaryExplanatory
Memorandum,at pages37 to 42.

The amountof thecreditwill be theamountof the taxpreviously
borneby the claimant.

Requirementthat the tax hasnotbeenpassedon: Yes.

Changefrom existinglaw: Underthe existinglaw,goodsusedin
therepair ofgoodsor in theconstructionofpropertyfor theowner
aredeemedto be soldto theowner. lftax-paid goodsaredeemedto
besold to an exemptbodyor exemptuserin this way, then,under
certainadministrativearrangements,acreditcanbeobtainedby
therepaireror builderfrom thewholesalesupplierof thegoods(but
not from theCommissioner).

Underthe newlaw,goodsusedin therepairofgoodsor in the
constructionofpropertywill betreatedasappliedto own useby the
repaireror builder. The newlaw will notgenerallyallow aperson
to obtain a direct creditfrom theCommissionersolelyon theground
that thepersoncouldhavequotedanexemptiondeclarationbutdid
not. Thecreditgroundsunderthenewlaw will be widenedto allow
anunregisteredrepairerorbuilderwho appliestax-paidgoods to
ownusein the circumstancesdescribedabove,to obtainacredit
directly from the Commissioner.”

Printedby Authority by theCommonwealthGovernmentPrinter
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