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General Outline and Financial Impact

The SalesTax(ExemptionsandClassifications)AmendmentBill 1991 will
amendthesalestax law by makingthefollowing changes;

Exemptinggoodsusedto modify amotorvehicleto u~ansportapersonwith a
physicaldisability.

Financial impact: The cost torevenuewill be$4min afull year.

Simplifying theexistingexemptionforgoodsdesignedand manufactured

expresslyfor useby personswithdisabilities.

Financialimpact: Thecostof thismeasurewill be negligible.

Limiting the exemptionsfornew motorvehiclesfor usebycertainDefence
Forceveteransandotherpersonswith specificdisabilities.

Financial impact:This will resultin arevenuegainof $O.Smin afull year.

The net costof the pmposedchangeswill be$3m for 1991-92and$3.5min a

full year.

Thechangeswinapplyto any taxabledealingsthatoccurafter3.OOpmon

24)August 1991.



4

A Goodsused in the modification of a motor vehicleto
enablethe transportation of a passengerwith a

disability

1. Background

Forconvenience,theSalesTax(ExemptionsandClassifications)Act 1935will

bereferredto as the “E & C Act” in thisExplanatoryMemorandum.The

Schedulesto theE & CAct will simplybereferredto by theirnumbere.g.,the
First Schedule.

At present.asalestax exemptionis availablefor goodsto be usedin the
modificationof amotorvehiclesolely for thepurposeof adaptingit fordriving

by apersonsufferingfrom aphysicalimpairment. Theexemptionis providedby
item42Cin theFirst Schedule.However,no salestaxexemptioniscuntntly

availablefor goodsto be usedin themodificationof amotorvehicleto enable
thetransportationof apassengersufferingfrom aphysicalimpairment.

2. Explanation of the Amendment

TheBill will exemptgoodsto beusedin themodificationof amotorvehicle,
newor secondhand,solely for thepurposeof adaptingit for transportinga

passengersuffering fromaphysicalimpairment. Item 42Cof the First Schedule
will be amendedto providethisnewexemption. (Clause4(a), item42C(b)J

Forexample,an exemptionwouldbe availablefor a generalpurposetailgate

loaderor hoist installedin therearor thesideof asecondhandpassengervan

solely to allow accessforapassengerin awheelchair. Similarly, heavyduty
springsandmaterialsusedto reinforcethefloor of thevan becauseof the
additionalweight would beexempt. Clampsandbracketsfitted to thevehicleto
hold the wheelchairin placewouldalsobeexempt.
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15 Goodsdesignedand manufactured expresslyfor

peoplewith disabilities

1. Background

At present,certaingoodsdesignedandmanufactured expresslyfor useby
personssufferingfromsickness,diseaseor disablementare exempt from sales

tax. Thisexemptionis providedby item 123in the First Schedule.

For goodsto be exemptunder sub-item 123(1),two testsmustbesatisfied:

firstly, the goodsmust be designedandmanufacturedexpresslyfor useby

personssufferingfrom sickness,diseaseor disablement(including blindness
ordeafness);and

secondly,the goodsmustnot beordinarily usedby personswhoare not
sufferingfrom sickness,diseaseor disablement.

In practicalterms,thesecondtest haslittle effect on the typesof goodseligible

for the exemption. ft is thefirst testregardingthedevelopmentof theproduct
expresslyfor the affectedpeoplewhich isthe principal testfor eligibility for

exemption.

2. Explanation of theAmendment

The Bill will simplify sub-item 123(I) by removing the secondtest

(Clause 4(b)].

This will improve the clarityof thelegislation. Theremovalof thesecondtest

will alsomakeit easierfor manufacturersanddistributorsof suchgoodsto
determinewhether exemption under item 123 applies,as it will no longerbe

necessaryto determinehow likely it is that the goodswill be usedby persons
whoarenot sufferingfrom sickness,diseaseor disablement.

Goodspresentlyexemptunder the item will remain exempt. Examplesof goods
‘ which will continue to be exemptunder the simplified iteminclude:braille

machines,talking bookmachinesdesignedexpresslyfor operationby blind
peopleandmachinesspecificallydesignedfor carryingdisabledpersonsin

wheelchairsup anddown stairs.
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C Exemptionsfor motor vehiclesfor certain defence

force veteransand other peoplewith specificdisabilities

1. Summary of Changes

TheBill will placealimit on the salestax exemptionsavailablefor newmotor
vehiclesforuseby certaindefenceforce veteransandotherpeoplewith specific

disabilities. Salestax exemptionsfor motorvehiclesunderitems135andI 35A

of theFirst Schedulewill belimited tomotorvehicleswith awholesalesale
valuewhichis equalto or belowthe “luxury” motorvehiclethresholdof $30,505

(beingtheamountabovewhichsalestax onmotorvehiclesis currentlypayable
at30%).

Forthepurposeof thesecalculations,thesalevaluewill be thevalueprior to any
modificationsrequiredexpresslyto adaptthemotorvehicleto enableaperson
specifiedin items135 or l3SA todriveor to betransportedin thevehicle.

Wherethe salevalueof themotorvehicleexceedsthe threshold,thevehiclewill
betaxable. However,incalculatingthetax payablein thesecircumstances,tax

will be payableon areducedsalevalue.

2. Background

Exemption for motorvehiclesfor useby certaindefenceforce veterans

item 135of the FirstScheduleexemptsmotorvehicles(andpartsformotor

vehicles)for use(andnotfor sale)in the personaltransportationof aveteran

who:

haslostalegorbothannsorhashadaleg,orbotharms,rendeltd
pennanentlyandwholly useless- seeitem 135(a);or

receivesaspecialrateof pensionundersection24 of the Veterans’
EntitlementsAct 1986- seeitem 135(b). Thesepensionrecipientsinclude

veteranswhoareblindedin botheyes,or whoare totally andpermanently
incapacitatedandare thereforepreventedfrom continuingto undertakepaid

employmentasaresultof thatincapacity.
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) EteiTtptiun fur itioior vebiciesfor useby people~lttt specificdisabiiities

Item 13Mof the First Scheduleexemptsmotor vehicles(and partsfor motor

vehicles)for use (and not for sale)in the transportation to and from gainful
employmentof apersonwho iscertifiedto have lost the useof oneor bothlegs

) to such an extentthat heor sheis permanentlyunable to usepublic transport.It
is the Chief MedicalOfficer ( asdelegateof the Secretaryof the Departmentof
CommunityServices)whocertifies that a personhassuch an incapacity.

The exemptionsunder items 135and 13M arepresentlyopen-ended,i.e., there
is no limit on the price of the motor vehicleswhich may be purchasedfree of

salestax.

Current taxation of motor vehicles

Most passengerandcommercialvehiclesare subjectto a20% rateof salestax

(thesevehiclesare includedin theFourthandFifth Schedules).Thereis an
exceptionforpassengermotorvehiclesthatarecoveredby sub-item61(1)of the
SecondSchedule.Thesemotorvehiclesaresubjectto salestax at therateof

30%.

The“Itaury” motorvehiclethreshold

Motor vehiclesarecoveredby sub-item61(1)if theyhaveawholesalesalevalue
which exceedsthe “luxury” motor vehicle threshold. This thresholdis the

amountdeterminedunder the formula setout in sub-item61(2)of the Second
Schedule.

The formulais calculatedby referenceto thecurrentmotorvehicledepreciation
limit as determinedundersectionS7AFof the IncomeTaxAssessmentAc: 1936.
For the currentfinancialyear(1991-92),thethresholdamountis $30,505.This

correspondsto aretail list priceof $45,462.

Motor vehicleswith awholesalesalevalueof morethan$30,505arecoveredby

sub-item61(1)of the SecondSchedule,andsubjectto salestax atthe rateof

30%.

Othermotorvehicles(i.e.,thosewith a wholesalesalevalueequal to or less

than $30,505) arenot coveredby sub-item61(l) andaretaxedat20%.
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Vehiclesfittedoutfor transportingdisabledpersonswhile seatedin wheelchairs

However,thereis afurtherexceptionto theapplicationof the 30%ratefor motor
vehiclesspeciallyfitted outfor transportingpeoplewith disabilitieswhiteseated

in wheelcbairs.Thisexceptionis containedin sub-item61(3)of the Second

Schedule,andit providesthatsub-item61(1)doesnot apply to suchvehicles.

Thesevehiclesaretaxedat20%,evenif theyhaveawholesalesalevalueof
morethanthethresholdamountof $30,505.

3. Clausesinvolved in the Changes

Clause3 Inserts(in theE & C Act) section6AE whichprovidesthatsalestax

is notpayableon aproportionofthe salevalue ofcertainmotorvehiclesfor
peoplewithdisabilities.

Clause4(c) Amendsitems135 and 135Aof theFirst Scheduleto insertnew

paragraphswhichprovidethat:

exemptionwill no longer be available for vehicleswith a salevalue above
the “luxury” motorvehiclethreshold;and

for thesepurposes,the salevaluewill bereducedby thevalueof certain
modificationsto enablethepersonwith thedisabilityto driveor be transported
in thevehicle.

ClauseS Amendssub-item61(3) of the SecondScheduleto applythe same
treatmenttomotor vehiclesthatarespecially fitted out for transportingdisabled

personswhile seatedin wheelchairswherethosevehiclesarefor useby certain
veteransandpeoplewith specificdisabilities.

4. Explanation of the Changes

TheBill will amenditems135 and 135A by addingattheendof eachof the
existingitemsnew sub-items(2) and(3). Consequently,theformeritemswill
now beautomaticallyrenumberedto besub-items135(1) and135A(l)

respectively.TheBill doesnot amendthewordingof thefonneritemsin any

way. (Clause4(c))
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nmvn vvi]i~~it~wIlt remain exempt:

A limit will be placedon the salestax exemptionsavailableundersub-items

135(l) andI 35A(l) for newmotorvehiclesfor useby certaindefenceforce
veteransandotherpeoplewith specificdisabilities.

Salestax exemptionsfor newmotorvehiclesundernew sub-items135(1)and
135A(1)will only beavailableformotorvehicleswith awholesalesalevalue
whichisequalto orbelowthe “luxury” motorvehiclethreshold.(sub-item135

(2) and sub-item 135A(2)j

As explainedearlier,thethresholdis theamountabovewhich salestaxon motor
vehiclesis currentlypayableat 30%. Thisamountisdeterminedunderthe

formula setout in sub-item61(2)of theSecondSchedule. In the 1991-92
financialyear,this thresholdis awholesalesalevalueof $30,505,which

correspondsto aretail list priceof $45,462.

How doyou determinewhetherexemption is available for a motor
vehiclewith asalevaluewhich inctudesthecostofcertain

modifIcations?

For thepurposeonly of determiningwhetheramotorvehicleis exemptunder

sub-items135(1)or135A(l), the salevaluewill bereducedby somuchof that
valueas is attributableto certainmodifications.Thesearemodificationsmadeto

themotorvehiclesolely for thepurposeof adaptingit:

for driving by thepersonwith thedisabilitydescribedin sub-item135(1)or

sub-item135A (sub-i/em135(3)(a)andsub-item135A(3Xa)J;or

for transportingthepersonwith thedisabilitydescribedin sub-item135(1)

orsub-item135A(1) (sub-item13S(3)(b)andsub-item135A(3)(b)).

Thisprovisionwill only applyto modificationswhicharemadeto new motor

vehiclesprior to thetransactionin respectof whichtax ispayable(i.e.,prior to

thetaxing point). Specifically,it relatesto modificationsmadebeforethe last
wholesalesaleof avehicle,but not to modificationsmadeafterthatsale. It

shouldbenotedthatgoodsusedin modificationsmadeafter thatsalewouldbe
exemptundertheamendeditem42C.
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Example!

A new motorvehicleis tobepurchasedby a veteranwho haslostbothannsas a

resultof servicein theDefenceForce.The vehicle is for usein his or her
personaltransportationand not forsale. Themotorvehiclewouldbe exempt

from salestax underexistingitem 135. The veteranrequiresthat the vehiclebe
speciallymodifiedsolelyfor the purposeof enabling him or her to drive the
vehicle. Themodificationsarecathedout beforethe veteranpurchasesthe

vehicleand aremadeprior to the last wholesalesaleof the vehicle. Thetotal
wholesalesalevalueof themotorvehicleis $35,000,includingthecostof

modificationsvalued at $10,000.

To determinewhetherexemptionis availableunder sub-item 135(1), the total
salevalueis first reducedby theamountof the salevaluewhichis attributableto

the costof the modifications. In this case,the adjustedsalevalueis:

$35,000-$l0,000=$25,000

As the adjustedsalevalueof $25,000is lessthanthe 1991-92“luxury” threshold’

of $30,505,the motorvehiclewouldbeexempt fromsalestax undersub-item

135(l).

Example2

Thefactsare the sameas in Example 1, exceptthatin this example,thetotal
wholesalesalevalue of the newmotor vehicleis $65,000,includingthe costof

the modifications. $15,000of that salevalueis attributableto the costof the

modifications.

To detenninewhetherexemption is available undersub-item135(1), the total
salevalueis first reducedby the amount of the salevalue which is attributable to

thecostof the modifications. In this case,the adjustedsalevalueis:

$63,000- $15,000= $50,000

As the adjustedsalevalue of $50,000is greater thanthe 1991-92 “luxury”
thresholdof $30,505,the motor vehiclewould not be exempt from salestax

under sub-item135(1). This vehiclewill be taxedat30%on areducedsale
valueasdiscussedbelow.
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7 IfliW uuva nut new n..ut vu bditb tax exeuipuunnwcertain venicies

work?

A “cap” (i.e.,a maximumsalestax benefit)will effectively beplacedon the sales
tax exemptionspreviouslyprovidedunderitems135 andI 35A. Thecap will be

) equivalentto the salestax payableon amotorvehiclewith a wholesalesalevalue

equalto the “luxury” motorvehiclethreshold(in 1991-92this thresholdis
$30,505). In 1991-92,thiscapis $6,101,which is the tax payableat a 20% rate

ona motorvehicle with a wholesalesalevalue of $30,505.

For motor vehiclesdescribedin sub-items 135(1)and 135A(1)which have a sale

valuegreaterthanthe “luxury” threshold,theapplicablesalestax payableon the
vehicleswill bereducedby thecap amount(i.e.,$6,101in 1991-92). TheBill

will achievethisresultby providingthat,for thesevehicles,salestax is not
payableonaproportionof the salevalueof thevehicle, Theamountof the sale
valuethatwill not besubjecttotax will beanamountequalto two thirdsof the
“luxury” threshold.(In 1991-92,thisamountis $20,337,i.e., two thirds of

$30,505.)

(Clause 3. Sec/ion 6AEof theE &CActJ

The two thirds fraction in section6AE alwaysachievesthedesiredresult,ascan

be seenfrom thefollowing calculations(which use1991-92figures):

salestax ispayableat 20%on amotorvehiclewith asalevalueequalto the
“luxury” thresholdamountof $30,505

20% of $30,505= $6101

$6101= the maximumbenefit to beprovidedwhereamotorvehiclewith a
salevalue exceedingthethresholdis purchasedundersub-item135(1)or
1 35A(I)

the full salevalueof suchavehicle is taxedat a rateof 30%

salestax payableat 30% of $20,337(i.e.,two thirds of $30,505)= $6101.

Yearly adjustmentsin the valueof the benefit

As the“luxury” thresholdchangeswith eachannualindexationadjustmentin the

motorvehicleincometax depreciationlimit, themaximumbenefitwill alter

accordingly.Thevalue of thecap will thus bemaintainedin realterms.
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How doyou calculatethe tax payableon a motor vehiclefor useby
certaindefenceforce veteransor other personwithdisabilitieswhere

the salevalue exceedsthe ~luxuryutthreshold?

Whereamotor vehiclefor useby apersondescribedin sub-item135(1)orsub-

iteml35A hasawholesalesalevaluegreaterthanthe “luxury” threshold(i.e.,
greaterthan$30,505in 1991-92), thensalestax will bepayableon thefull sale
valueof thevehicleatthesame30% salestax rate as for other vehicleswhich are
coveredby sub-item61(1) of the SecondSchedule.However,asexplained

above,salestax will not bepayableon the amountof the salevaluewhichequals
two thirdsof the current“luxury” threshold.

For transactionsin the 1991-92 financial year,thesalevalueof all suchvehicles

will first be reducedby $20,337,andthetax payablewill becalculatedat 30%of
the remainingamount.

Example3

A new motorvehicleis to bepurchasedbya veteranwhohaslostboth annsas a
resultof servicein theDefenceForces. The vehicleis for usein hisor her

personaltransportationandnot for sale. However,the total wholesalesalevalue
of themotorvehicleis $40,000(i.e., it exceedsthe “luxuty” thresholdof
$30,505). Themotor vehicleisnot exemptfrom salestax undersub-item

135(1).

The vehicleis coveredby sub-item61(1) of theSecondSchedulebecauseits full
salevalueexceeds$30,505,and30% tax will be payableon thesalevalue.

For the purposeof determiningthe amountof taxpayableon themotorvehicle,

thetotal salevalue(including the costof anymodificationsto enablethe person
with thedisability to driveor be transportedin the vehicle)is first reducedby
$20,337(i.e.,two thirdsof $30,505). In this case,thetax payableis calculated

as follows:

thefull salevalueis first reducedby $20,337

thereducedsalevalue= $40,000- $20,337= $19,663

the salestax payableon thereducedsalevalue= $19,663@ 30 percent

therefore,thetotal salestax payable= $5899.
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What Irnalmeni will apply to triotor vehiclesspeciallyfitted out to

transportdisabledpeoplewhile seatedin wheelchairs?

Undertheexistinglaw, motor vehicles thatare speciallymodifiedto transport
disabledpersonswhile seatedin wheelchairsaretaxableatthegeneralsalestax

rate(i.e.,20percent). This20% rateappliesregardlessof whetherthe sale
valueof thevehicleexceedsthethreshold.Seesub-item61(3) of theSecond
Schedule. Thissub-itemwasintroducedto ensurethat speciallymodified

vehiclesthatdid not qualify forexemptionunderitems135or 135A were taxed
at thegeneralrateratherthanthe “luxury” rateof salestax.

TheBill will providethatif suchavehicleis for useby apersonwith adisability
coveredby sub-items135(1)and135A(l) andits salevalueexceedsthe “luxury”
threshold,thenit will betaxedin the sameway as othervehiclescoveredby sub-
items135(1)and135A(1).(ClauseS. Sub-item61(3) of the Second Schedule)

That is, if the salevalueof suchavehicleis equalto or lessthanthe “luxury”
threshold,it will beexemptundersub-item135(1)or sub-iteml35A(1) as the

casemaybe. However,if its sale valueexceedsthethreshold,thenit will be

taxableat 30%on theamountof the salevalueremainingafterdeducting
$20,337(in 1991-92figures).

D. Commencementof changes

Thechangesmadeby theBill will applyto sales(andothertaxabletransactions,

actsandoperations)occurringafter thecommencementof the Bill, i.e., after
3.OOpm,by standardtime in theAustralianCapitalTerritory, on20 August1991.

(Clauses2 and61
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