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GeneralOutlineandFinancial Impact 3

GeneralOutline

TheWool Tax(Nos.1-5)AmendmentBills 1991 will amendthe Wool Tax
Acts (Woo. 1-5) 1964 to:

• reducetherate at whichwool taxcanbeimposedon all shornwool
produced in Australia, from 30% to 15%;

• reducetheactualrate at which wool tax is currentlyimposedon
shorn wool from 25% to 15%,exceptfor carpetwool;

• increasethe rateof tax on carpetwool from 3.85%to 4%; and

• repeal the provision thatallowsan additional tax surcharge to be

imposedon shornwool (other thancarpetwool).

The changeswill apply from 1 July 1991.

Financial Impact

Thechangesproposedby theseBills will haveno net effecton revenue.
Thewool tax that is oollectedwill bepassedor~to the newAustralian
Wool Corporation, the Wool RealisationCommissionandthe Wool
ResearchandDevelopmentCorporation.
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Background I
TheseBills are partof apackageof Bills to reform theWool industry. The
other Bills in the packageare:

• AustralianWoolCorporationBill 1991;

• AustralianWoolRealisationCommissionBill 1991;

• Primary Industries andEnergyResearchandDevelopment
AmendmentBill 1991; and

• Primary Industries(IndustryCouncils)Bill 1991.

Wool tax is imposedby five separateActs, the Wool Tax Acts(Woo. 1-5)
1964. Each Act providesfor the tax tobeimposedonaparticulartaxable
dealing with shornwool produced in Australia. Thesedealingsare:

• (WoolTaxAct (No. 1)1964) - saleby a wool-broker.

• (WoolTaxAct(No.2)1964) - purchaseby a registered wool-dealer
from apersonotherthanawool-broker.

• (WoolTaxAct(No.3)1964) — purchaseby amanufacturerfrom a
personotherthan a wool-broker or a registeredwool-dealer.

• (WoolTaxAct(No.4)1964) - subjecting thewool to a processof
manufacture.

• WoolTax Act (Wo. 5)1964 - export from Australia.

The Wool Tax Acts allow for a rate of tax of 30% to be imposedonshorn
wool. This rate becomesthe actual rate of tax. However,theActs
separatelyprovides that the current actualrateof tax thatappliesto shorn
wool is 25%,exceptfor carpetwool. The rateof tax on carpet wool is
3.85%.

The Actsalsoauthorise theGovernor-Generalto makeregulationsto

prescribeanactualrateof tax,below30%.

Wool tax isusedfor threepurposes:

• by theAustralianWool Corporation for wool promotion;

• for researchanddevelopment; and

• the market support fund.

However,carpetwool wasexcludedfrom themarket support fund in (
October1990 andthe rate of tax imposedoncarpet woorequalsthe first
two componentsof thetax.

The Acts can alsoimposeanadditionaltax surchargewhich islimited to
20%on shornwool otherthancarpetwool. Thisprovision will apply if
the Governor-General makesregulationsto prescribe a datefrom which
thesurchargeisimposed. However,asa datehasneverbeenprescribed
no surchargehasbeen levied.
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Explanationof the amendments

Changeof rates

The Bills will reducetherate of wool Lax that can be imposedonshorn
woolother than carpetwool from 30% to 15% and the rate for carpet wool
from 30% to 4%. The Bills will alsoreducethe actual rate at which tax is
imposedfrom 25% to 15% for shorn woolother than carpetwool. This
rate will apply until a lower rate is prescribedby regulations. (Clause4(a)
& (1,)of eac)1WoolTaxAmendmentActj

Anotheramendmentmadeby theBills will increasethe rate of tax
imposedoncarpetwool from 3.85% to 4%. This rate will alsoapply until
a lowerrate is prescribedby theregulations.IClause 4(c) of each Wool
TaxAmendmentHuh

The wool tax that is to becollectedwill beusedin thefollowing way in
1991-92:

• 3.5% to the Wool Corporation for promotionalpurposes;

• 0.5% to the Wool Researchand DevelopmentCorporation; and

• 11.0% to the Australian Wool RealisationCommissionfor debt
management.

Carpetwool will be taxed at a rate of 4% of the valueof wool shorn. This
rate issplit into two oomponentsbeing 3.5% for promotion and0.5% for
researchand development.Thisrepresentsanincreasein the research
and developmentoomponentfor all wool, including carpet wool,from
0.35% to 0.5%.

The componentfor researchanddevelopmenthasbeenincreasedin an
effort to maintainanadequatelevelof funding for researchand
developmentprojects.

Summaryof rate changes

Current
Possible

Rate

Current
Actual
Rate

Proposed
Actual
Rate

ShornWool
(except
carpetwool)

30% 25% 15%

CarpetWool 30% 3.85% 4%
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Repealof additional tax surcharge. 4
Section5A of theWoolTax Actswhichallows for an additional tax
surchargeof 20% on shornwool (other than carpet wool) will beremoved
from the Actsby theseBills. (Clause5 ofeachWoolTaxAmendmentBilli

Regulations

The existingWoolTax Acts requiretheGovernor-Generalto takeinto
acoountrecommendationsmadeto theMinister for PrimaryIndustries
andEnergy by the Wool Corporation and theWoolCouncil before
makingregulationswhichalterthe rate at whichwool tax is imposed.
Thispackageof Bills will reform the administrationof wool taxby
creatingthreenewbodies.Theamendmentsmadeby theseBills will
requirethe Governor-Generalto consider recommendationsaboutthe
rate of wool Lax madeto the Minister by:

• the Australian Wool RealisationCommission;

• the last annual or specialgeneralmeetingof wool taxpayersheld
pursuant to the proposedAustralian Wool CorporationAct 1991;

• the annualgeneralmeetingof theWool Researchand Development
Corporation; and

• any viewson the rate expressedby the Wool Coundlof Australia;

beforemaking regulationsto prescribea lower rate of tax for shornwool
exceptcarpet wool.

Similarly, in relation to carpetwool, theGovernor-General will be
required to oonsiderany recommendationsaboutthe rate madeto the
Minister for Primary Industries and Energyby:

• the last annual or specialgeneralmeetingof wool taxpayersheld
pursuant to theAustralian Wool Corporatwn Act 1991;

• the annual generalmeetingof theWool ResearchandDevelopment
Corporation.

before making regulationsto prescribea lower rate of tax for carpetwool.
(Clause6(h)ofeachWoolTaxAmendmentBull

CommencementDate

The Bill will oomeinto operation on 1 july 1991 and will apply to all (
dealingsonor after that date. (Clause2 ofeachWoolTaxAmendment
BillJ
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