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GENERAL OUTLINE AND FINANCIAL IMPACT

Theproposedamendmentsof the sales tax law aredesignedto maintainthe general
principle that containers for goods shouldreceivethe same tax treatmentas their
contents.The amendments will alterthemechanismsfor achievingthis under the
existing law in the case of containerspurchasedtax-paidby a taxpayer.

2. Financial Impact: The amendmentswill prevent a significant, but
unquantificable,loss tothe revenue.

BACKGROUND

3. The general principle of the sales lax law is that a container and its contents
shouldbe taxed at the same time andat the same rate. This is achievedby
providinga wideexemptionfrom taxfor containers in theirown right,but
includingtheirvaluein thetaxablevalueof anysubsequentdealingwith their
contents.

Note: The exemption for containersiscontainedin exemptionItem 27 in
Schedule 1 to the Sales Tax (Exemptionand Classifications) Act 1992. The
inclusion of the value of thecontainer in the taxable value of thecontents is
contained in section 35 of theSalesTax Assessment Act 1992.

4. There is, however,anexclusionfrom this rule in thecaseof containerswhich
are purchasedtax-paid. In this case, the value of thecontainer is excludedfrom
the taxable valueof the contents, so asto avoid thedouble taxation of the
container. Thisapproach to theavoidance of double taxationis notproducing
the desired result:

first, in the case of a container that is taxable in its own rightat a rate that
is less thanthe rate applicable to its contents,if thecontainer is purchased
tax paid them is no mechanism in the law to recover the difference;

second, the value of thecontainer is beinginflated to includea rangeof
costs (and profit margin)addedafter the point at which tax waspaid on
thecontainer. Thishasthe effectofexcluding from the taxable valueof
the contents an untaxed proportion of the valueof the contents.

S. In boththe cases outlinedin paragraph 4, the exclusionof the valueof the tax-
paidcontainer from the taxable valueof the contents is notproducingaresult
that is consistentwith container and contents being taxed at thesamerateand
time,

EXPLANATION OF ThE AMENDMENTS

6. In orderto ensurethatcontentsandcontainerreceive the sametax treatment,it
is proposed:

a) to includethe valueof all containers in the taxable value of their contents;



b) to provideacreditentitlement,at the timeof the taxable dealing with the
contents,for the amount of anytax previouslypaidonthecontainer,when
it wasthesubject of an assessabledealingin its ownright.

7. Containercomponent:Theexclusionof the valueof a containerthathas
alreadybornetax, from the taxablevalueof itscontentsis madeby paragraph
35(4)(a)of theSalesTaxAssessmentAct 1992. In orderto includethevalue
of all containersin the taxablevalueof theircontents,paragraph35(4)(a)will
berepealed[Clause66].

8. New CreditGrounds: It is proposedto provide a creditfor anytax borneon

a containerin its ownright that subsequently:

a) hasits valueincludedin thetaxablevalueof its contents;and

b) is acontainerfor contentswhich amthesubjectof an assessabledealing
that is nottaxablefor anyreason(otherthanbecausethedealingiscovered
by the small businessexemption availableunderthe sales tax law).

Note: It is notintendedthatacreditentitlement shouldbe availablein the case
ofcontalners which axe coveredby sub-item27(3) in ScheduleI to the Sales
Tax (Exemptionsandclassifications) Act 1992. Containers of this kind fall
outsidethe general principle that containers and contents shouldreceivethe
sametax treatment.

9. Sometimes,acontainerandits contentswill be regarded as separate goods at
the time of the assessable dealingwith thecontents. In thesecases,a new
creditgroundwill be introduced.[Clause6Z paragraph(Li) - newCR8A].

10. In othercases,a containerand itscontentswill beregardedasthesamegoods
at the time of the assessable dealingwith the contents. In these cases, existing
credit ground CR6 will provide thecreditif the assessable dealingwith the
contentsis taxable. Similarly,CR7 will providethecreditif the assessable
dealingwith the contents is exempt.However,in thecaseof CR7an
amendment will benecessarytoexcludethecreditentitlementincaseswhere
thecontainer is for goodscoveredby sub-item27(3) in Schedule1 to theSales
Tax (Exemptions andClassifications)Act 1992. [Clause 67].

COMMENCEMENTAND APPLICATION

11. Theamendmentswill apply toall assessabledealingswithgoodstakingplace

after26 May 1993. [Clause 68].
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