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GST on low value imported goods

Relying on this Ruling
This Ruling is a public ruling for the purposes of the Taxation Administration
Act 1953.

This Ruling describes how the Commissioner will apply the law in the A New Tax
System (Goods and Services Tax) Act 1999 as amended by the Treasury Laws

Amendment (GST Low Value Goods) Act 2017. If you rely on this Ruling in good

faith you will not have to pay any underpaid tax, penalties or interest in respect of
matters it covers if it does not correctly state how a relevant provision applies to

you.
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What this Ruling is about

1. This Ruling discusses the amendments to the A New Tax System (Goods and
Services Tax) Act 1999 made by Treasury Laws Amendment (GST Low Value Goods)
Act 2017 (the Act) which applies from 1 July 2018. The broad purpose of the
legislation is to ensure that Australian goods and services tax (GST) is payable on
offshore supplies of low value goods that are purchased by consumers and brought to
the indirect tax zone.! In this Ruling, the ‘indirect tax zone’ is referred to as ‘Australia’.

2. Prior to the amendments, the supply of imported goods to consumers in
Australia was not connected with Australia, unless the supplier was the importer.
Imported goods are generally only a taxable importation (and therefore, subject to
GST at the border) if imported in a consignment with a customs value exceeding
$1,000.

3. For you to be liable for GST on a taxable supply, the supply must be
connected with Australia. This Ruling discusses when a supply of low value goods will
be connected with Australia because of the amendments. This will be relevant to
merchants, operators of electronic distribution platforms (EDP operators) and
redeliverers.

1 The ‘indirect tax zone’ is the area to which Australia’s GST applies. Paragraphs 26 and 27 of Law
Companion Ruling LCR 2016/1 GST and carrying on an enterprise in the indirect tax zone (Australia)
explain the term ‘indirect tax zone’ and list the external territories excluded from this zone.
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4, This Ruling also discusses:
) how to calculate the GST payable on a supply of low value goods
o the rules to prevent double taxation of goods, and to correct errors or

deal with changes in the GST treatment of a supply

) how the rules interact with other rules under which supplies are
connected with Australia.

5. This Ruling does not discuss how to determine whether an EDP operator or a
redeliverer, instead of the merchant who sells goods, is treated as the supplier for
GST purposes. This is discussed in:

o Law Companion Ruling LCR 2018/2 GST on supplies made through
electronic distribution platforms

o Law Companion Ruling LCR 2018/3 When is a redeliverer responsible
for GST on a supply of low value imported goods?

6. The entity that is treated as the supplier for GST purposes will need to
determine if the supply is connected with Australia.

7. In this Ruling, all legislative references are to A New Tax System (Goods and
Services) Tax Act 1999 (GST Act) and all currency references are to Australian
currency, unless otherwise stated.

8. Any reference to ‘supplier’ in this Ruling includes entities treated as the
supplier for GST purposes, such as EDP operators or redeliverers, unless otherwise
stated.

9. A term ‘merchant’ is a reference to the actual supplier of the goods. A
merchant may sell independently via a website or they may sell on a platform.

Early engagement

10. We would like to work closely with anyone likely to be affected by the
proposed amendments to provide greater certainty on the operation of the
amendments.

11. If, after considering the legislation and this Ruling, you think that you need to
register for GST, we are available to answer any queries and discuss your
circumstances. The key point of contact, should you wish to discuss further, is
AustraliaGST@ato.gov.au

Date of effect
12. This Ruling applies from 1 July 2018.

When do the amendments apply?

13. In working out your net amount, the amendments apply to tax periods starting
on or after 1 July 2018.2

2 Section 65 of Schedule 1 to the Treasury Laws Amendment (GST Low Value Goods) Act 2017.
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14. This means that if the supplier:

o accounts on a cash basis, the amendments apply to a supply to the
extent that consideration is received on or after 1 July 2018, or

J does not account on a cash basis, the amendments apply to a supply if
the earliest of either any consideration being received or an invoice
being issued happens on or after 1 July 2018.3

15. If an EDP operator is responsible for GST, this will be based on when the
consideration is received or invoice is issued by either the merchant or EDP operator.

16. The amendments, so far as they relate to importations of goods, do not apply if
the importation also involves a supply that is attributable to a tax period before
1 July 2018, or the goods were imported before 1 July 2018.

Key principles

17. The amendments make supplies of low value goods to consumers connected
with Australia if they are imported into Australia. This means that GST may now apply
to the supply of these goods.

18. Low value goods are goods that have a customs value of $1,000 or less when
the consideration for the supply is first agreed with the recipient.* While the customs
value of goods is used to determine whether GST applies to a supply, it is not used in
working out the amount of GST payable on the supply.® The GST payable will be
determined by reference to the price actually payable by the recipient of the supply.

19. The existing taxable importation rules, under which GST is paid at the border
or deferred, will prevail if:

o an item purchased has a customs value exceeding the $1,000 low
value import threshold, or

o the supplier reasonably believes that low value goods purchased will be
a taxable importation (the exception to a supply being connected with
Australia under Subdivision 84-C).®

20. The amendments do not apply to goods that are tobacco, tobacco products or
alcoholic beverages.” These goods are always taxable importations regardless of their
customs value.

Who is responsible for GST on offshore supplies of low value goods?

21. GST is normally payable by the merchant who sells the goods. The GST on
offshore supplies of low value goods may be payable by either an EDP operator, a
merchant, or a redeliverer. A recipient may also be liable for GST through reverse
charge provisions if they are registered or required to be registered and their
purchases are for private use or relate to making input taxed supplies (known as
exempt supplies in other jurisdictions).®

3 See section 29-5 and Division 156 for special rules about periodic and progressive supplies.
4 Section 84-79.

5 Paragraphs 171 to 175 of this Ruling

6 Section 84-83, see paragraphs 99 to 164 of this Ruling.

7 Paragraph 84-79(3)(b).

8 Subsections 84-5(1), 84-5(1A) and 84-5(1B).
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22. To determine who is liable for GST, the legislation establishes a hierarchy,
under which:

o if an EDP operator is responsible for GST on a supply, the merchant
will not be responsible for GST®, and

o if an EDP operator or the merchant is responsible for GST on a supply,
a redeliverer will not be responsible for GST.*°

23. An EDP is a service (such as a website) that is delivered by means of
electronic communication and which allows entities to make supplies available to
end-users.!! The Act extends the existing provisions about EDPs, which apply to
inbound intangible consumer supplies, so that they also apply to offshore supplies of
low value goods (with some differences in application).*?

24, Redeliverers can also be responsible for GST on offshore supplies of low
value goods.™® Redeliverers are generally entities which have an arrangement with
recipients to bring goods to Australia. These arrangements usually involve the
redeliverer providing an address outside Australia to which goods are delivered, after
which the redeliverer arranges for the goods to be sent to Australia from that address.

Registering for GST

25. A supplier will only need to account for GST on offshore supplies of low value
goods to consumers in Australia if they are registered or required to be registered for
GST. The amendments do not change the requirements for registration, under which
a supplier is required to register if its current or projected annualised GST turnover
equals, or exceeds, $75,000 (or $150,000 for non-profit bodies).**

26. The entity that is responsible for GST on offshore supplies of low value goods
that are connected with Australia under the amendments must count the value of
those supplies when determining whether they meet the GST turnover threshold. This
means that, if an EDP operator is responsible for GST on such supplies, these
supplies count towards the EDP operator’s GST turnover, rather than the merchant’s
turnover.

27. Supplies do not count towards an entity’s GST turnover if they are not
connected with Australia. For example, supplies are not connected with Australia
because of the amendments if the recipient is not a consumer — these supplies are
not counted unless the supply is connected with Australia for another reason.®

28. More information about how and when to register for GST is on our website at
www.ato.gov.au/AusGST

9 Subsections 84-81(3) and 84-55(1).

10 Subsection 84-81(4).

11 Section 84-70.

12 Subsection 84-81(3) and Subdivision 84-B. See LCR 2018/2 GST on supplies made through electronic
distribution platforms for more information.

13 Subsection 84-81(4). See LCR 2018/3 When is a redeliverer responsible for GST on a supply of low
value imported goods? for more information.

14 See Goods and Services Tax Ruling GSTR 2001/7 Goods and services tax: meaning of GST turnover,
including the effect of section 188-25 on projected GST turnover for more information on how to
calculate the GST turnover.

15 Paragraphs 257 to 268 of this Ruling outline the other reasons the supply could be connected with

Australia.
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Interaction with collection of revenue at the border

29. Under the GST Act, goods imported in a consignment with a customs value
that exceeds $1,000 will be a taxable importation. The amendments do not change
these rules.

30. The amendments do make changes to the revenue collection processes at the
border where an offshore supply of low value goods was a taxable supply and
notification requirements are satisfied. In these circumstances, GST will not be
payable at the border.® Any applicable taxes other than GST, such as duty, will
remain payable under existing procedures and processes as required by customs law.

31. Where GST has been charged by a supplier, but remains payable on the
importation of low value goods because the notification requirement has not been
satisfied, the recipient may seek a reimbursement of GST from the supplier. This will
not affect border revenue collection processes. The supplier (or entity treated as the
supplier) may incur a penalty if they do not give a notice to the recipient of the supply
showing the amount of GST payable or they failed to take reasonable steps to ensure
information is included in customs documents.*’

When is a supply of low value goods connected with Australia?
32. Under section 84-75, a supply will be connected with Australia if:
o the supply is a supply of low value goods, and

o the supply is an offshore supply of low value goods, in that a supply of
low value goods is brought to Australia with the assistance of the
supplier or an entity treated as the supplier, and

o the recipient is a consumer of the supply.

33. However, under section 84-83, if the supplier reasonably believes that the
goods will be imported as a taxable importation, the supply will not be connected with
Australia.

16 See section 42-15 and paragraphs 207 to 225 of this Ruling.

17 See section 84-89 and subsection 288-45(2) of Schedule 1 to the Taxation Administration Act 1953
(TAA). See also section 84-93, subsection 288-45(2A) and section 288-46 in Schedule 1 to the TAA,
and paragraphs 193 to 204 of this Ruling.
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Outline of the elements of the new connection rules as discussed in this Ruling
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See paragraphs 34 to 71 of
this Ruling.
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What is a supply of low value goods?
Definition of a supply of low value goods

34. A supply will not be connected with Australia under Subdivision 84-C unless
the supply is a supply of low value goods. Goods that are tobacco, tobacco products
or alcoholic beverages are excluded from the definition of a supply of low value
goods.*®

35. A supply of goods is a supply of low value goods to the extent that the
customs value of one or more of the goods making up the supply would have been
$1,000 or less at the time when the consideration for the supply was first agreed.*®

36. Under section 84-79, each of the goods supplied that individually has a
customs value of $1,000 or less will form part of a supply of low value goods, even if
the total customs value of the transaction exceeds $1,000. This outcome recognises
that while many goods could be bought in the one transaction they will not necessarily
be sent to Australia as one import.

37. However, not all supplies that are supplies of low value goods will be
connected with Australia, due to the exception in section 84-83. Where the supplier
reasonably believes there will be a taxable importation, as the goods will be sent to
Australia in one consignment with a customs value exceeding $1,000, then the supply
will not be connected with Australia under Subdivision 84-C (see paragraphs 99 to
164 of this Ruling).

38. To apply the exception the supplier will need to determine how the goods will
be sent to Australia. Conversely, where the customs value of goods supplied is
$1,000 or less, the supplier will be required to return GST on the goods where the
supply is a taxable supply.

39. Goods that individually have a customs value exceeding $1,000 will not form
part of a supply of low value goods and will continue to be subject to the existing
taxable importation rules.

40. Under subsection 84-79(1), a supply is a supply of low value goods if:

o the goods supplied are goods that have a customs value of $1,000 or
less, or

o the goods supplied include goods that have a customs value of $1,000
or less.

41. Consequently, the supply of six shirts with a customs value of $200 for each
shirt will be treated as one supply of low value goods, even though the total customs
value of the transaction is $1,200.

42. In some cases, a transaction will involve one or more goods that each have a
customs value of $1,000 or less and, at the same time, one or more goods that each
have a customs value exceeding $1,000.

43. In this situation, subsection 84-79(2) splits the transaction into two separate
supplies:
o the first supply consists of all the goods which individually are low value

goods (goods with a customs value of $1,000 or less, except for
alcoholic beverages, tobacco and tobacco products), and

o the second supply consists of the remaining goods supplied in the
transaction.

18 paragraph 84-79(3)(b).
19 paragraphs 53 to 71 of this Ruling.

Law Companion Ruling LCR 2018/1 Page 9 of 40



Page status: legally binding

44, The first supply is a supply of low value goods which can be connected with
Australia, unless an exception applies because the supplier reasonably believes the
goods will be a taxable importation (as they will be imported in a consignment with a
customs value over $1,000).

45, The second supply is not a supply of low value goods and will not be
connected with Australia under the amendments. As these goods will be a taxable
importation (unless they are GST-free), GST will be collected at the border.

Example 1 — separate supply of low value goods

46. Joshua purchases some electronic equipment from EveryGood; a laptop for
$1,200, a laptop bag for $150 and a computer headset for $80.

47. The supply that EveryGood is treated as making is split into two supplies. As
the laptop bag and computer headset both have a customs value of $1,000 or less
individually, they are together treated as one supply of low value goods.

48. As the laptop has a customs value exceeding $1,000, it is treated as a supply
which is not a supply of low value goods. The laptop will be a taxable importation and
GST will be collected at the border.

49. If the supply is a taxable supply, EveryGood will be liable for GST on the
supply of the laptop bag and computer headset, and not the supply of the laptop.

50. However, if EveryGood reasonably believed the goods would be a taxable
importation, as they will be sent to Australia in one consignment with a customs value
exceeding $1,000, then the supply of low value goods will not be connected with
Australia under Subdivision 84-C (see paragraphs 92 to 164 of this Ruling).

Example 2 — supply includes excluded items

51. Raphael purchases some wine for $150 and six crystal wine glasses for $90
from a quality wine merchant in New Zealand.

52. The supply by the wine merchant is separated into two supplies, as the wine
supplied is alcoholic wine. The supply of the six wine glasses is treated as a supply of
low value goods. The supply of the wine is treated as supply which is not a supply of
low value goods. This is because alcoholic beverages are excluded from being low
value goods and are a taxable importation.

Working out the customs value

53. Whether goods are low value goods is determined by reference to their
‘customs value’.

54. The term ‘customs value’ is defined in the GST Act as the customs value of
the goods for the purposes of Division 2 of Part VIII of the Customs Act 1901.%°

55. However, when determining whether goods are low value goods, for GST
purposes the customs value is modified by subsection 84-79(4). The modifications
require the customs value of the goods to be worked out at the time at which the
consideration for the supply is first agreed, and as if:

20 See section 195-1.
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o the goods were exported at the time the consideration for the supply
was first agreed and imported into Australia as a result of that
agreement, and

o to the extent that determining the customs value would require an
assumption of the way a discretion by a delegate of the Collector
(within the meaning of the Customs Act 1901) would be exercised, this
discretion had been exercised reasonably and in accordance with the
law.

56. The most common method for determining the customs value of an import is
the transaction value method, which is based on the price paid or payable for the
goods. This method can be used where there is an import sales transaction, which is
the transaction for the sale of goods that gives rise to their export from a foreign
country and importation into Australia.

57. Where the entity that is liable for GST was not a party to the import sales
transaction (such as an EDP operator or a redeliverer) they must identify the price that
the recipient actually paid for the goods in order to use this method.

58. The transaction value of goods is defined in section 161 of the Customs

Act 1901, as an amount equal to the sum of the adjusted price of goods in their import
sales transaction, plus any price related costs that have not been taken into account
when determining the price.

59. For a typical consumer transaction where goods are sold in Australian dollars
and where the price includes freight and insurance from the supplier to the address in
Australia, the only usual adjustment to the price to obtain customs value will be to
deduct any amount that was included in the price for freight and insurance from the
place of export to the Australian address.

60. To arrive at a customs value for imported goods under the transaction value
method, the supplier must take the following steps:

i. Identify the import sales transaction.

ii. Establish the price of the imported goods under the import sales
transaction. For customs purposes, this is the amount actually paid or
payable for the goods, excluding Australian taxes, such as Australian
GST. Foreign sales taxes are not deducted from the price if included.?

iii. Arrive at the adjusted price by deducting specified amounts.?? Amounts
that should be deducted to arrive at the adjusted price, if included
within the price, include:

o any freight and insurance costs in transporting the goods from
the ‘place of export’ to the place of delivery in Australia. The
place of export is where the goods were posted from,
containerised, loaded onto a ship or aircraft or crossed an
international border after they were otherwise loaded

o any Australian administrative costs on importation, such as
brokerage fees.

iv. Add any price related costs to the adjusted price, as required by
section 154 of the Customs Act 1901, if they are not already included in
the price. Price related costs include foreign inland freight and
insurance charges incurred to get the goods to their place of export.

21 The definition of price under section 154 of the Customs Act 1901 excludes taxes that are payable by
law because of the importation into, or subsequent use, sale or disposition in, Australia of the goods.
22 Subsection 161(2) of the Customs Act 1901.
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V. If the price is not in Australian dollars, the price should be converted at
the stipulated ruling exchange rate for the relevant day (discussed at
paragraphs 65 and 66 of this Ruling).

61. Other methods to work out the customs value are provided under the Customs
Act 1901 where the transaction value method cannot be used, such as in cases where
the price or any amount that would ordinarily form part of the customs value cannot be
determined.®

Example 3 — supplier working out customs value

62. Phoebe purchases a mobile phone from Scarlet’s Mobile Phones in Singapore
for $1,100 Australian dollars, including $40 shipping and insurance costs.

63. Scarlet’s Mobile Phones uses the transaction value method to arrive at the
customs value of the goods. As transport costs from the place of export to the address
in Australia are deducted under this method, the $40 shipping and insurance costs are
not included in working out the customs value of the mobile phone.

64. The customs value of the mobile phone is therefore $1,060. As the customs
value is greater than $1,000, the supply is not a supply of low value goods. The
mobile phone will be subject to GST at the border under the existing taxable
importation rules.

Currency conversion when determining the customs value of goods

65. For the purposes of determining whether goods are low value goods, the
customs value of the goods needs to be determined in Australian dollars. This will
require the conversion of foreign currency values into Australian dollars, if it is unclear
whether the customs value will be $1,000 or less once the amount is converted.

66. Under paragraph 84-79(4)(e), there are two ways of working out the equivalent
value in Australian currency of goods sold in a foreign currency:

o the way provided in section 161J of the Customs Act 1901, or

o in the manner determined by the Commissioner.

Currency conversion under the Customs Act

67. Section 161J of the Customs Act 1901 stipulates that the customs value of
goods must be expressed in Australian currency based on the ruling rate of exchange
on the day of exportation of the goods to Australia. However, when determining
whether there is a supply of low value goods, the customs value of the goods is
calculated at the time the consideration was first agreed.?* As a result, if goods are
sold in a currency other than Australian dollars, currency fluctuations that happen after
consideration is first agreed will not affect whether the supply is connected with
Australia under Subdivision 84-C.

68. The rates provided for under section 161J of the Customs Act 1901 are, in
respect of 28 selected currencies, uploaded by the Department of Home Affairs into
the Integrated Cargo System and as a compilation seven-day report on the
Department of Home Affairs website. This can be accessed at:
http://www.homeaffairs.gov.au/Busi/Duty/Exch

23 More information about determining the customs value for imported goods is available from the
Department of Home Affairs in Australian Customs Service Practice Statement 2009/01 Valuation.
24 Subsection 84-79(4).
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69. For further information, see Exchange Rates on the Department of Home
Affairs website.

Currency conversion as determined by the Commissioner

70. Subsection 84-79(5) provides the Commissioner with the ability to make a
legislative instrument that specifies an alternative method of converting amounts into
Australian dollars.

71. For further information on what alternative methods are available, please see
our website.

What is an offshore supply of low value goods?
72. A supply will be an ‘offshore supply of low value goods’ under section 84-77 if:

o it is a supply of low value goods (see paragraphs 34 to 52 of this
Ruling)

o the supply involves the goods being brought to Australia, and

o one or more of the following occurs

- the merchant delivers the goods to Australia or procures,
arranges or facilitates delivery of the goods into Australia

- an EDP operator delivers the goods to Australia or procures,
arranges or facilitates delivery of the goods into Australia

- a redeliverer delivers the goods to Australia or procures,
arranges or facilitates delivery of the goods into Australia.

73. In summary, a supply of low value goods is an offshore supply of low value
goods if any of the merchant, operator of an EDP or a redeliverer assists in bringing
goods to Australia.

74. Section 84-77 only considers whether the supply is an offshore supply of low
value goods. References to supplier in this provision refer to the actual supplier (the
merchant), instead of the entity who is treated as the supplier for GST purposes.? It
does not consider who is responsible for GST on that supply.

75. An EDP operator can be responsible for GST on an offshore supply of low
value goods in both situations where they assist in bringing the goods to Australia and
where the merchant assists in bringing the goods to Australia.?

Merchant assists

76. A supply made through an EDP may be an offshore supply of low value goods
under subsection 84-77(1), where it is the merchant, instead of the EDP operator, that
assists in bringing the goods to Australia. The effect of this is that an EDP operator
can be responsible for GST on an offshore supply of low value goods even though
they do not assist in bringing the goods to Australia.

EDP operator assists

77. Subsection 84-77(2) considers the role of an EDP operator in bringing goods
to Australia. The provision is only relevant if the supply is made through a platform.

25 Subsection 84-77(5).
26 Subsection 84-81(3).
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78. The consequence of subsection 84-77(2) is that a supply of low value goods
will be an offshore supply of low value goods if the EDP operator delivers or procures,
arranges or facilitates the delivery of the goods to Australia. Therefore supplies that
are made through an EDP, when the EDP operator is assisting in bringing the goods
to Australia, are also offshore supplies of low value goods.

Redeliverer assists

79. The consequence of subsection 84-77(3) is that a supply of low value goods
will be an offshore supply of low value goods if a redeliverer delivers or procures,
arranges or facilitates the delivery of the goods to Australia. The definition of
redeliverer?’ recognises that these entities have a role in bringing the goods to
Australia under an arrangement with the recipient (or an entity acting on their behalf),
but are not the actual supplier of the goods.

80. If the supply is also an offshore supply of low value goods under

subsection 84-77(1) or 84-77(2) (because the merchant or EDP operator also assists
in bringing the goods to Australia), the redeliverer will not be responsible for GST on
these supplies.

Example 4 — supplier does not deliver, or procure, arrange or facilitate delivery

81. Audrey, who is on holiday from Australia, buys board shorts in Tabhiti for the
equivalent of $60 from Tabhiti Fashion Designs, for her nephew, Harris. Audrey takes
the board shorts with her and brings them back to Australia in her luggage. While this
would be a supply of low value goods, Tahiti Fashion Designs did not deliver or
procure, arrange or facilitate the delivery of the goods to Australia.

82. Tahiti Fashion Designs will not be liable for GST on the board shorts as the
supply is not connected with Australia.

Example 5 — supplier procures, arranges or facilitates delivery

83. While on holiday from Australia, Juliette buys an evening dress for the
equivalent of $800 from Tabhiti Fashion Designs. Juliette is unable to bring the dress
back to Australia and accepts Tahiti Fashion Designs’ assistance in arranging for the
dress to be delivered to her home address. Tahiti Fashion Designs engages Deliver!,
a transport company, to deliver the dress to Australia. Tahiti Fashion Designs has
arranged for delivery of the dress by procuring the services of a transport company.

84. The supply of the dress is connected with Australia and will be a taxable
supply if Tahiti Fashion Designs is registered or required to be registered.

When is arecipient not a consumer of the supply?

85. A supply is only connected with Australia under Subdivision 84-C if the
recipient of the supply is a consumer of the supply. However, such a supply could also
be connected with Australia under other provisions (see paragraphs 257 to 268 of this
Ruling).

86. A consumer is defined as an entity that is:

. not registered for GST, or

27 Subsection 84-77(4).
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o if the entity is registered for GST, the entity did not acquire the thing
either solely or partly for their enterprise carried on in Australia.?®

87. Section 84-105 allows a supplier to treat a recipient as not being a consumer
if, based on certain information, they reasonably believe that the recipient is not a
consumer.

88. Under this section, a belief that the recipient is not a consumer will only be
reasonable if:

. the recipient’s ABN?° (or other prescribed information) has been
disclosed to them, and

o the recipient has provided a declaration or other information which
indicates that they are registered for GST.

89. This safe harbour sets the standard for the information suppliers must obtain
to form a reasonable belief that the recipient is not a consumer. It does not require
information about whether the recipient’s acquisition is for the purpose of an
enterprise the recipient carries on.

90. The declaration or information that an entity has an ABN is not, by itself,
evidence of whether a recipient is registered for GST, as a recipient may have an
ABN without being registered for GST.

91. The evidentiary requirements for determining whether the recipient of the
supply is a consumer are, in substance, equivalent for offshore supplies of low value
goods and intangibles. These requirements are outlined in paragraphs 94 to 102 of
Goods and Services Tax Ruling GSTR 2017/1 Goods and services tax: making
cross-border supplies to Australian consumers.

What is the exception under which a supply will not be connected with
Australia?

92. There is a qualification to subsection 84-75(1) for when supplies of low value
goods are connected with Australia. Even if a supply satisfies the requirements for a
supply of low value goods, the supply will not be connected with Australia if:

o the supplier has taken reasonable steps to obtain information about
whether or not the goods will be imported as a taxable importation, and

o after taking these steps, reasonably believes that the goods will be
imported as a taxable importation.

93. The test has two elements — reasonable belief and reasonable steps. If these
elements are satisfied, the supply is not connected with Australia under

Subdivision 84-C, even if the supplier's reasonable belief is incorrect and the
importation of the goods is not a taxable importation.

94. A supplier’s use of their usual business systems and processes will constitute
taking reasonable steps if this provides them with a reasonable basis for forming a
reasonable belief about whether or not goods will be imported as a taxable
importation (the business systems approach).*

28 Subsection 84-75(2).

29 An ‘ABN’ is an Australian Business Number and it is defined in section 41 of the A New Tax System
(Australian Business Number) Act 1999.

30 Subsection 84-83(3).
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95. Other than when a redeliverer is treated as the supplier, the two elements
must be applied when the consideration for the supply is agreed. If the consideration
changes, the relevant point in time will be when the consideration is set at the most
recent time before the export of the goods. This should usually align with the point at
which the supplier will determine whether to include GST in the price.

96. However, if a redeliverer is responsible for GST on the supply, this test applies
at the time they deliver the goods into Australia, or at the time they procure, arrange
or facilitate the delivery of the goods into Australia.®!

97. To apply the exception, the supplier will need to determine how the goods will
be sent to Australia to work out whether the supply will be connected with the
Australia and how the goods are taxed. For example, if there is a supply of two goods,
one that has a customs value of $600 and another that has a customs value of $950,
the supplier can decide that the supply is not connected with Australia if it reasonably

believes the goods will be sent to Australia in one consignment:

o Where the supplier reasonably believes that goods will be sent together
and will be a taxable importation, the supplier will not return GST on
these goods.

o If on the other hand, if the supplier knows that the goods will be
consigned separately or is uncertain whether the goods will be sent
together then they will need to return GST on the goods.

98. Table 1 summarises how this exception interacts with the collection of revenue
at the border when the goods are later imported:

Table 1

The supplier reasonably believes
goods will be a taxable
importation

The supplier is uncertain about
whether goods will be ataxable
importation

The goods are a
taxable
importation (but
for section 42-15)

The goods are imported as a
taxable importation and GST, duty
and import processing charges are
payable by the importer.

The supply is not connected with
Australia due to the exception in
section 84-83. The supplier is not
required to return GST on the
supply (unless it is connected with
Australia under another provision).

The supply is connected with Australia.
If it is a taxable supply, the supplier
must return GST on the supply.

To prevent double taxation of the
goods:

¢ if natification is provided in the
approved form, before a taxable
importation is made, that the
supply was a taxable supply, the
goods will not be a taxable
importation (see paragraphs 207
to 225 of this Ruling).

¢ if notification is not provided in
time, the goods will be a taxable
importation and the recipient will
have to seek a refund of GST
paid from the supplier (see
paragraphs 226 to 235 of this
Ruling).

Any customs duty and import
processing charges payable will be
assessed at the border under existing
processes.

31 Paragraph 84-83(4)(b).
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The supplier reasonably believes | The supplier is uncertain about

goods will be a taxable whether goods will be ataxable
importation importation
The goods are not | The supply is not connected with The supply is connected with Australia.
imported as a Australia due to the exception in If it is a taxable supply, the supplier
taxable subsection 84-83. The supplier will | must return GST on the supply.
importation not be required to return GST on

the supply (unless it is connected
with Australia under another
provision).

When are goods imported as a taxable importation (that is, subject to GST at
the border)?

99. To apply the exception in section 84-83, the supplier must take reasonable
steps to obtain information, and after taking these steps, the supplier must form a
reasonable belief that the importation will not be a taxable importation. Goods and
Services Tax Ruling GSTR 2003/15 Goods and services tax: importation of goods
into Australia explains what is a taxable importation.

100. Unless certain exceptions apply, the importation of goods will not be a taxable
importation if goods are included in a consignment with a customs value of $1,000 or
less that is:

o sent by international mail from one person to another, or

o sent by air or sea cargo, from one person to another, where the goods
are all transported to Australia in the same ship or aircraft.*

101. For this reason, determining whether a supply of goods will be a taxable
importation will require the supplier to consider whether the goods are to be imported
as one consignment.

102. More information about determining whether goods will be sent in one
consignment is available from the Department of Home Affairs:

. Cargo reporting and import declaration requirements

. Australian Customs Notice (ACN) No. 2006/59 — Definition of
consignment for the purposes of Section 68 of the Customs Act 1901

. Instructions and Guidelines — Defining consignment for the purposes of
section 68 of the Customs Act 1901, March 2010

. ACN 2009/47 — Definition of consignor and consignee and Compliance
Approach for the purposes of reporting cargo.

Business systems approach

103. If the supplier’'s usual business systems and processes provide a reasonable
basis for forming a reasonable belief about whether goods supplied will be a taxable
importation, it will not be necessary for them to take additional steps to obtain
information beyond what is usually collected through their business processes in order
to determine whether the goods will be imported into Australia as a taxable
importation.

32 See section 42-5, item 26 in Schedule 4 to the Customs Tariff Act 1995, Customs By-Law No. 1305011
and also paragraphs 68(1)(e) and (f) of the Customs Act 1901, and regulation 26 of the Customs
Regulation 2015. The exceptions in Customs By-Law No. 1305011 include tobacco, tobacco products
or alcoholic beverages.
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