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General Outline and Financial Impact
Royalty withholding tax

The amendmentwill ensurethat thecurrent taxation
treatment of“equipment royaltieCpaidorcreditedto 4
non-residentspursuant to a contract enteredinto before
8pm on 18 August 1992 will still applyprovidedthat the
contract is not variedin any way.

Financial impact: Insufficient informationavailable to
producea reliable estimateofthe revenueimpact.

SalesTax (ExemptionsandClassifications)Ad 1992

The amendmentwill provide thatfoodfor livestockas
definedwill be unconditionally exemptedfrom salestax.

Financial impact: Negligiblecostto revenue.

ExplanatIon of the proposed amendment

Royalty withholding tax

The defmition ofthe term “royalties” in the IncomeTax
MsessmenzAc: is vet)’ broad andincludesamountspaidor
creditedfor the useof,or theright to use,any industrial,
commercialorscientificequipment.For example,aircraft
leasepaymentsto afinancierwould be an “equipment
royalty’.

Concernhasbeenexpressedthat in a numberof cases
Australiancompanieswhopay “equipment royalties”
pursuantto contactsenteredintopriorto the Budget
announcementhavecontractsthat containprovisionswhich
specifythat in theevent ofany tax changein Australia, that
thepayerof the royaltywill pay the additionaltax.

A transitionalamendmentwill have the effectofensuring
that the newwithholdingtax rcgimewill not applyto an
“equipment royalty” wherethe royaltywas paidorcredited
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under a contactentered into before8pm Australian Eastern
StandardTime on 18 August 1992orovided that a variation
of the contract doesnot occurafterthat time. It will,
therefore, not be possibleto extendthe contract in order to
get around the newwithholding regime.

Where a variation to a contract doesoccur, the next royalty
paymentmadeafter the variation will be subjectto
withholding tax. Royalty paymentsmadeprior to the
variation will remainsubject to theassessmentsystem.

Sales Tax (Exemptions andClassIfications) Act 1992

Foodfor livestock

Explanationofamendment:Under theexisting earlier law
(TheSalesTax(ExemptionsandClass4fication)Ac: 1935)
thereis an exemption forfoodfor livestock. In simplifying
the law the specificexemptionfor food for livestock was
omitted on the basisthat the goodswould be coveredby a
moregeneralexemptionprovision relating to business
inputs for usein primaryproductionactivities. Because
there are somesituations where foodfor livestock will not
qualify for exemption under the newlaw, a separate
exemptionitem for food for livestockwill be included in
the newlaw.

‘Livestock” in the newlaw is defined to mean:

(a) animals that are being teamedor maintainedfor
producingfood,fibres, skins,fur, feathers, or
similar products, or for usein farming land; or

(b) breedingstock for animals covetedby
paragraph(a); or

(c) horses;

but doesnot include:

(d) fish, crustaceansormolluses;or
(e) animalsthat are kept, or are to be kept, as

domesticpets.
The exemptionwill coverfood that is of a kind ordinarily
usedfor animalsthat comewithin thedefinitionof livestock
(Clause129J.
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