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A public ruling is an expression of the Commissioner's opinion about
the way in which a relevant provision applies, or would apply, to
entities generally or to a class of entities in relation to a particular
scheme or a class of schemes.

If you rely on this ruling, the Commissioner must apply the law to you
in the way set out in the ruling (unless the Commissioner is satisfied
that the ruling is incorrect and disadvantages you, in which case the
law may be applied to you in a way that is more favourable for you -
provided the Commissioner is not prevented from doing so by a time
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covered by this ruling if it turns out that it does not correctly state how
the relevant provision applies to you.

[Note: This is a consolidated version of this document. Refer to the
Tax Office Legal Database (http://law.ato.gov.au) to check its
currency and to view the details of all changes.]

What this Ruling is about

1. This Ruling considers the extent to which a supply made on or
after 1 July 2000, which is identified in a written agreement made
before 8 July 1999, will be GST-free under section 13 of the A New
Tax System (Goods and Services Tax Transition) Act 1999 (‘GST
Transition Act’). All legislative references in this Ruling are to this
Act unless otherwise stated.

2. The Ruling sets out our views on the criteria that an agreement
must satisfy for section 13 to apply.
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3. Where section 13 applies to an agreement, this Ruling
considers whether a review opportunity arises under the agreement.

4. For agreements either made on or after 2 December 1998 but
before 8 July 1999, or under which a review opportunity arises
between those dates, the Ruling considers the requirement for the
supplier to establish whether the recipient would be entitled to a full
input tax credit for the supply.

4A.  The Ruling also considers whether section 13 can continue to
apply to a supply if there is no review opportunity arising under the
agreement before 1 July 2005 but the consideration is changed for
supplies to be made after 30 June 2005.

5. This Ruling does not examine the special transitional rules that
apply to a supply of:

. a right granted for life;

. a funeral; or

. construction or civil engineering work.*

However, where those rules rely on the definition of review
opportunity in section 13, this Ruling will be relevant in determining
whether a review opportunity arises.

Background

6. Under the general transitional rule applying to arrangements
spanning 1 July 2000, GST is only payable on a supply to the extent
that it is made on or after that date.? The general rule applies whether
or not consideration is provided or received or an invoice was issued
prior to 1 July 2000.3

7. An agreement may be made before 1 July 2000 to supply
goods, services, real property or any other thing after that date.
Generally, the time of supply will be when goods are removed, real
property is made available, services are performed or the thing is done
or performed.*

! These special transitional rules are in sections 14, 15 and 19 respectively.
2 Section 7.

® Section 10.

* Section 6.
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8. An agreement may provide for a supply to be made for a
period that begins before 1 July 2000 and ends on or after that date. In
these cases, the supply is taken to be made continuously and
uniformly throughout the period.> Examples are supplies by way of
lease, maintenance agreement or sponsorship agreement for a defined
period.

9. There are exceptions to the general transitional rule. Special
rules in section 13 may apply to make a supply, when it is specifically
identified in a written agreement, GST-free until the earlier of

1 July 2005 or when a review opportunity arises.® If not for these
special rules, GST would be payable on a taxable supply made on or
after 1 July 2000, but the supplier may not have the opportunity to
conduct a general review, renegotiation or alteration of the
consideration or to change the consideration because of the imposition
of GST.

10. For section 13 to apply, if the recipient would be entitled to a
full input tax credit for the supply, the written agreement must be
made before 8 July 1999. This is the date the GST Transition Act
received Royal Assent. Otherwise, the written agreement must be
made before 2 December 1998, which is the date the A New Tax
System (Goods and Services Tax Transition) Bill 1998 (‘GST
Transition Bill”) was introduced into Parliament. The rationale for
having a later date where the recipient is entitled to a full input tax
credit is that the net tax result is nil.

11. A GST-free supply is not subject to GST. A supplier who
makes a GST-free supply is generally entitled to claim an input tax
credit for GST paid on acquisitions used in making the supply. A
recipient of a GST-free supply is not entitled to an input tax credit for
the supply because no GST is payable on that supply.

12.  Section 13 may apply to an agreement for any type of supply
including a supply that would otherwise be input taxed. An input
taxed supply is not a taxable supply. A supplier who makes an input
taxed supply will not pay GST on the supply. However, the supplier
cannot claim input tax credits for GST included in the price of things
acquired to make an input taxed supply.

13. It will be necessary to also apply sections 14, 15 and 19
respectively, in determining the GST consequences for the supply of:
. a right granted for life;
. a funeral; or
. construction or civil engineering work.
> Section 12.

® A copy of section 13 can be found under the heading ‘Definitions’ in paragraph
205 of this Ruling.
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Date of effect

14.  This Ruling applies on and after 8 July 1999 (the date of Royal
Assent to the GST legislation).

Note: The Addendum to this Ruling that issued on 11 May 2005
explains our view of the law as the law applied from 22 February
2005. For the purposes of section 37 of the Taxation Administration
Act 1953, you can rely on GSTR 2000/16, as amended by this
Addendum, on and from the date of issue of the Addendum.

Note: The Addendum to this Ruling that issued on 27 September 2006
applies on and from 8 July 1999. For the purposes of section 105-60
of Schedule 1 to the Taxation Administration Act 1953 [formerly
section 37],you can rely on GSTR 2000/16, as amended by this
Addendum, on and from the date of issue of the Addendum.

Ruling with explanation

15.  An agreement will satisfy subsection 13(1) if the agreement:

. is a written agreement;

. specifically identifies a supply;

. identifies the consideration in money, or a way of
working out the consideration in money, for the supply;
and

. was made before the relevant date.

The relevant date will be:

. 8 July 1999, if the recipient of the supply would be
entitled to a full input tax credit for the supply; or

. 2 December 1998, if the recipient of the supply would
not be entitled to a full input tax credit for the supply.’

16. If these conditions are satisfied, a supply identified in the
agreement is GST-free where it is made® before the earlier of:

. 1 July 2005; or

. a review opportunity that arises on or after the relevant
date.

" Subsections 13(1) and 13(4).
& Section 6 sets out how to determine when a supply is made for the purposes of the
GST Transition Act.



Goods and Services Tax Ruling

GSTR 2000/16

Page status: legally binding Page 5 of 47

However, a supply made on or after 1 July 2005 will be GST-free
under section 13 if all the consideration was paid before

2 December 1998, and the supply is made before a review opportunity
that arises on or after the relevant date.®

The agreement

17.  Anagreement to which section 13 applies must be an
agreement which is legally binding on the parties to the agreement.
This is implicit in section 13.

18. However, the section can apply if the agreement does not meet
a particular statutory requirement as to enforceability, provided the
supplier is locked into the agreement. For example, if a lease has not
been stamped, the relevant State legislation may provide that the lease
cannot be used for evidentiary purposes in court proceedings. The
failure to stamp a document has no effect on whether an agreement
was made for the purposes of section 13.

19.  We consider that the word ‘agreement’ should not be limited
to documents creating contractual relationships but may apply to
instruments that create binding rights and obligations on the supplier.
Certain documents such as trust deeds, wills and court orders
appointing a trustee do not constitute a contractual agreement between
a supplier and a recipient but do represent an offer which on
acceptance locks in the supplier to specified rights and obligations.
These are considered to be agreements for the purposes of section 13
where they create a legally binding obligation on the supplier to make
a specifically identified supply of trustee services to the trust for
identified consideration and the supplier is locked into those
obligations. For example, a supply identified in a deed poll executed
by a trustee of a trust setting out the trustee’s powers, obligations and
liabilities may be GST-free if the deed satisfies the elements in
paragraph 15 of this Ruling and the supplier was bound before the
relevant date to make the supply.

Written agreement made before the relevant date

20. The agreement must be a written agreement. For the purposes
of section 13, an agreement will be considered to be a written
agreement if all the essential terms of the agreement are in writing.
For this purpose, the agreement must at least specifically identify the
supply and identify the final consideration in money, or a way of
working out the consideration in money, for the supply.*

° Subsection 13(3).
19 paragraph 13(1)(a).
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21. In the context of section 13, we consider that a written
agreement is required for the purpose of ensuring that written
evidence exists before the relevant date that the supplier was bound to
make a specified supply for an identified consideration. Section 13
will not just apply to contracts executed by all parties before the
relevant date. If the parties can demonstrate that they had a binding
agreement that identified the supply, the consideration, and other
essential terms and those elements of the agreement are evidenced in a
written form, the requirement for a written agreement will be satisfied.
It must be clear from that writing or other supporting writing that there
was an agreement before the relevant date.

22.  Written confirmation, before the relevant date, of the oral
acceptance of a written offer is considered to be a written agreement
for section 13 purposes, provided the documents contain the necessary
details of the supply and the consideration. For this purpose,
correspondence between the parties and receipts given by one party
which can only be consistent with the existence of the agreement may
be sufficient written evidence to prove the oral acceptance. We
interpret the written requirement in this way because it best accords
with the policy which is that there should be sufficient written
evidence created before the relevant date to prove the existence of the
agreement.

Example™

23.  Vlad called for tenders, to be provided in a standard
document, to carry out detailed services over a period of four years.
The document specified that the work would be awarded verbally and
on award the terms of the tender document would form the contract
terms. Joe submits a tender to Vlad. The document specifically
identified the supply Joe would make and specified the consideration
in money. On 1 January 1999, the day after the tender period closed,
Vlad telephoned Joe and awarded him the work. Joe started work
immediately. On 30 January 1999 Joe sent Vlad a claim for payment
for services completed. Vlad sent Joe a letter referring to Joe’s claim
enclosing a cheque as payment for the services on 15 February 1999.

1 All entities in the Examples in this Ruling are registered or required to be
registered for GST and the relevant date is 8 July 1999, unless otherwise stated.
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24, Even though Joe and Vlad did not have an executed contract
before the relevant date there was a written agreement for the
purposes of section 13. This is because the essential terms of the
agreement were contained in Joe’s tender documents, acceptance of
which was evidenced by the claim for payment, and all documents
were created before the relevant date. Joe was bound before the
relevant date to make a specified supply and has written evidence,
created before the relevant date, of the agreement with Vlad.

Example

25.  On 1 July 1999, lan and Sally orally agreed that lan would
lease commercial premises to Sally for a period of three years for an
annual rental to be paid monthly in advance. They agree that the
lease is to start immediately. Sally pays lan one month of rent in
advance and begins occupancy of the premises. On 2 July 1999 lan
sends Sally a letter enclosing a lease agreement for her to sign and a
receipt for the first month’s rent. After the relevant date, on

1 October 1999, lan receives the signed written lease agreement from
Sally, signs the agreement and sends her a copy.

26.  Section 13 will apply because there was evidence of the
agreement in writing before the relevant date. Therefore, the supply
made by lan under the agreement will be GST-free under section 13
until the earlier of a review opportunity or the end of the lease period
on 1 July 2002.

27. The parties must have been bound by a written agreement
made before the relevant date. For a document such as a trust deed,
court order or will there must be written evidence of the acceptance of
the trusteeship in order for the supply of trustee services to be covered
by section 13, for example, evidence in writing of dealings with the
beneficiaries and trust property. Provided the written evidence was
created before the relevant date, section 13 will be satisfied.

28.  The question of whether the parties are bound by a written
agreement before the relevant date will arise when a formal contract is
to be drawn up and there is written documentation that could be a
binding agreement. For the purposes of section 13, the question will
be relevant in the following circumstances:

. there is written documentation signed by the parties
before the relevant date which could be a binding
agreement, but which indicates that the parties intend to
draw up and execute a formal contract (for example, by
the words *“subject to the preparation of a formal
contract’);



Goods and Services Tax Ruling

GSTR 2000/16

Page 8 of 47 Page status: legally binding

. the written documentation specifically identifies a
supply and identifies the consideration in money or a
way of working out the consideration in money for the
supply; and

. a formal contract is not executed until on or after the
relevant date.

29.  Section 13 will not apply unless there was a binding agreement
evidenced in writing pending the execution of the formal contract.
Whether or not there was a binding agreement depends on the facts.

30. The parties may have finalised the details for a contract but
wish to record their agreement in a formal document. A question
arises as to whether the parties are bound immediately or whether they
are bound only when the formal document is executed. If the words
‘subject to contract’ are used there is a presumption that there is no
intention to be bound until formal contracts have been exchanged (see
Masters v. Cameron).* This presumption may be displaced by a
contrary intention disclosed by the words or actions of the parties.

31. If correspondence between the parties or other documents
prepared before the relevant date constitutes a binding written
agreement, section 13 can apply to the agreement even though it is
contemplated that it will be recorded more formally later in a written
contract.

32.  Subsection 13(1) is not satisfied by:
. an agreement concluded on or after the relevant date;

. an oral agreement made before the relevant date and
only evidenced in writing on or after that date;

. an oral acceptance of a written offer without supporting
written documentation existing before the relevant date;

. an exchange of documentation, such as letters, which
only amounts to negotiations; or

. an agreement which is only evidenced by performance
without supporting written documentation existing
before the relevant date.

12 (1954) 91 CLR 353.
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Example

33. Rough Pty Ltd and Ready Pty Ltd, in the course of negotiating
an agreement for the supply of services for a five-year period from

1 July 1999, sign a draft contract. The draft contract specifically
identifies the supply and identifies the consideration in money. The
draft contract states that the terms are *subject to a formal contract’.
The formal contract is not made until 1 August 1999. The services are
provided from this date.

34. Whether the draft contract constituted a binding agreement is
a question of law. If in these circumstances the parties were not
bound until the formal contract was executed, subsection 13(1) would
not be satisfied.

35. However, it would be otherwise if the parties intended the
draft contract to have immediate contractual force. This intention
would be supported if the supplier actually began to supply the
services from 1 July 1999.

Specifically identifies a supply

36.  Subsection 13(1) requires the agreement to specifically
identify a supply. An agreement will satisfy subsection 13(1) even if
the agreement does not specify the quantity or volume of the units
which the supplier will be bound to make under the agreement,
provided the supply is specifically identified in terms of the type of
supply in respect of a specific matter or time period.

Example

37.  Consultant Ltd made a written agreement on 1 July 1998 to
supply Big Ltd with engineering services in relation to a particular
project. The agreement specifies the rate per hour Consultant will
charge for the services. Consultant is bound under the agreement to
supply the services for the project at this rate in the quantity requested
by Big. There is no review opportunity under the agreement.

38.  Although the number of hours to be provided by Consultant for
the project is not specified, the agreement has specifically identified
the supply because it provides a sufficient description of the supply.
As the binding written agreement was made before 2 December 1998
and has identified a way of working out the consideration for the
supply the agreement satisfies subsection 13(1). The supply identified
in the agreement will be GST-free until the earlier of the end of the
agreement or 30 June 2005.
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39. If an agreement made before the relevant date does specify a
quantity or volume of units, then any supply in addition to what is
specified in that agreement cannot be GST-free under section 13.

40.  The requirement that a supply be specifically identified can be
satisfied where a supply is to be made for an indefinite period of time.
Section 13 can apply where the supply and consideration during this
period are identified in the agreement made before the relevant date.
One example is a supply of property management services by a real
estate agent to a lessor under an agreement which identifies the
services to be provided at an identified consideration until either party
gives notice to terminate or alter the specified terms. Another
example is a holdover clause in a lease which provides for the supply
of the premises after the expiration of a fixed period to continue to be
made at the identified consideration for an indefinite period, subject to
either party giving notice to terminate or alter the specified terms.

Identifies the consideration in money

41.  Subsection 13(1) requires the agreement to identify the
consideration in money or a way of working out the consideration in
money for the supply.

42.  One of the elements of a taxable supply as defined in the A
New Tax System (Goods and Services Tax) Act 1999 (‘GST Act’) is
that the supply is made for consideration.”® The requirement in
section 13 is narrower than the definition of ‘consideration’ in the
GST Act. Consideration for the purposes of defining a taxable supply
includes any act or forbearance or a payment other than in money*.
However, agreements that do not identify the consideration in money
or a way of working out the consideration in money will not satisfy
the requirements of section 13. Therefore, certain supplies cannot be
GST-free under section 13 due to the consideration not being in
money and the absence of a way of working it out in money.

43. If the consideration is in a form other than money, for example
the granting of a right or the provision of goods, section 13 will only
apply if the agreement identifies how to work out the consideration in
money. We have adopted a broad concept of written agreement (see
paragraphs 20 to 22 of this Ruling). It will be sufficient if the
agreement or other documents created by either party in the formation
of the agreement identify a way of working out the consideration in
money.

13 Section 9-5 of the GST Act.
14 Section 9-15 of the GST Act.
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44.  We consider that an agreement in which the consideration is
identified as a particular monetary amount worth of non-monetary
consideration has identified a way of working out the consideration in
money for the purposes of section 13. For example, identification of the
consideration as $1,000 worth of widgets is identification of a way of
working out the consideration in money.

45, Unless the agreement indicates otherwise, we consider that, for the
purposes of section 13, each side of the transaction will be for an equal
amount in money. For example, where a supply of goods is made in return
for a supply of rights and there is a way of working out the amount in
money in respect of the goods, it is accepted that the consideration for
those goods (i.e., the rights) is the same as the amount in money for the
goods.

Example

46.  Matthew and Verouska make a written agreement on 1 November
1998 that Verouska will maintain the grounds of Matthew’s house for the
next four years in consideration for Matthew supplying her with
accounting services. The written agreement does not give a value for the
consideration provided by either Matthew or Verouska.

47. Matthew and Verouska are both making a supply for consideration
as defined in the GST Act. However, neither supply can be GST-free
under section 13 because the agreement did not identify the consideration
for either supply in money or a way of working it out in money.

48. However, if the agreement or other documents created by either
party in the formation of the agreement had specified that either the
consideration provided by Matthew (i.e., the accounting services) or the
consideration provided by Verouska (i.e., the maintenance of the grounds)
was worth a particular amount in money, the agreement would satisfy
section 13.

Example

49. Under an agreement made before the relevant date, a television
broadcaster acquires the rights to show a film produced by YZ Company.
In exchange for the rights they agree to provide advertising to YZ
Company in relation to another film being produced by YZ Company
which is to be released for Christmas 2000. The advertising is stated in
the contract to be provided under the broadcaster’s ‘Deluxe’ advertising
package, for a period of two months from 1 November 2000. The contract
does not nominate a dollar value for either supply. The dollar value of the
advertising provided under the Deluxe package was contained in
brochures provided to YZ Company as part of their negotiations.
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50.  Although the contract does not identify the consideration in
money or a way of working out that consideration in money, the
documents used by the broadcaster in the formation of the agreement
identified the monetary value of the consideration. Additionally, for
the purposes of section 13, the consideration for the supply of
advertising (i.e., the rights to show the film) is the same as the dollar
value of the advertising services. Therefore, the requirement in
section 13 that the agreement identifies the consideration in money or
a way of working out the consideration in money, has been satisfied in
respect of both supplies identified in the agreement.

51. If part of the consideration for a supply is not in money but it
is merely incidental to the total consideration, subsection 13(1) will be
satisfied even if the agreement does not identify a way of working out
the consideration in money for the incidental component. However, if
part of the consideration is not in money and it is a benefit of
substantial value, but a way of working out the consideration in
money is not specified in the agreement or other documents created by
either party in the formation of the agreement, subsection 13(1) will
not be satisfied.

Example

52.  Sporting Team enters into written agreements with two
different sponsors before the relevant date to provide specified
advertising for a period of three years. In consideration, Sponsor A
agreed to pay $10,000 per month and provide Sporting Team with
some of its products which have a value, not specified in the
agreement or other documents created by either party in the formation
of the agreement, of approximately $100 per month. The value of the
goods provided as consideration is merely incidental to the monetary
payments, therefore section 13 can apply to the agreement.

53.  Sponsor B agreed to pay $20,000 and in addition, to provide
free drinks, refrigeration equipment, tables and chairs and umbrellas
which have a combined value of approximately $10,000, but no value
was specified in the agreement or documents created by either party
in the formation of the agreement. The value of the goods as
consideration is not merely incidental to the total consideration.
Therefore subsection 13(1) is not satisfied.
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54, If the consideration is not identified in money, the agreement
must identify a way of working out the consideration in money.
Examples of ways of working out the consideration in money are by
use of a formula, or by nominating a monetary value for consideration
which is other than in money. An agreement that provides for the
recipient to pay the supplier an amount in money that can only be
determined at a time after the agreement was made will also satisfy
this requirement. For example, consideration identified as a specified
dollar amount plus the cost of specified expenses, where the amount
of those expenses will not be known until a date after the agreement is
made, is a way of working out the consideration in money.

Example

55.  Kim has an agreement with Richard to provide specifically
identified consultancy services for a payment of $1,000 a month plus
the cost of the information she purchases to provide the services.

56. Even though the total amount in money cannot be determined
until she has performed the services, the agreement has identified a
way of working out the consideration in money and therefore
subsection 13(1) has been satisfied.

Supply is identified in another agreement made on or after the
relevant date

57. Section 13 cannot apply to a supply that is identified in an
agreement made on or after the relevant date unless:

. that supply was specifically identified in an earlier
written agreement that meets the requirements of
subsection 13(1) and the supply in the later agreement
is the same;

. the supplier is bound by the earlier agreement to make
the supply identified in the later agreement;

. the consideration in the later agreement is the same as
in the earlier agreement; and

. there has been no variation to the earlier agreement
such that a new agreement is created.

58. If the supply or the consideration is different in the later
agreement from that identified in the earlier agreement, or if there is a
difference in other essential terms, section 13 cannot apply to the
supply made under the agreement made on or after the relevant date.
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Example

59. Nathan & Garry Enterprises (N&G), a property developer,
purchased a block of land to construct an office building.
Hardworker Pty Ltd made a written agreement on 1 September 1998
with N&G for Hardworker to lease part of the building from 1 July
2000, subject to completion of the construction before that date. The
agreement to lease includes a copy of the lease that the parties will
execute and all the essential terms of the agreement. The agreement
identifies the approximate area and location of the area leased and
the amount of rent and all other payments to be made by the lessee in
money. The lease is executed on 1 June 2000.

60.  Although the supply is the subject of an agreement made after
the relevant date, in this case the supply made under the lease was
specifically identified and consideration identified in the agreement to
lease, as required by subsection 13(1). The supply under the lease
will be GST-free to the extent it is made before the earlier of the first
review opportunity or 1 July 2005.

61. However, if the parties agreed at the time of executing the
lease to include a further term in the agreement providing for annual
Consumer Price Index (‘CPI’) increases in the rent, section 13 would
not apply to the supply. This is because the final consideration under
the lease was not identified in the agreement made before the relevant
date.

61A. There is an exception to the principle in paragraphs 57 and 58.
This is because of amendments of the GST Transition Act which took
effect from 22 February 2005.* If a review opportunity does not arise
under the agreement before 1 July 2005, suppliers and recipients can
negotiate (through arbitration, if necessary) GST-inclusive prices for
supplies under existing agreements and have section 13 continue to
apply to supplies made before 1 July 2005. Whether a supply is
GST-free under section 13 is not affected by a later agreement which
merely changes the consideration for supplies that are specifically
identified in the earlier agreement if:

. the change is made on or after 22 February 2005
(whether it is agreed to or the negotiations commenced
before, on or after 1 July 2005); and

. the change applies only to supplies made on or after
1 July 2005."®

Y2 Tax Laws Amendment (Long-term Non-reviewable Contracts) Act 2005.
18 Subsection 13(4C).
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Example

61B. Bill and Ben Constructions (B & B), a property developer, and
Chandra Canning Services (CCS) made a written agreement before

1 December 1998 for B & B to lease a building to CCS from

1 July 2000, subject to completion of construction before that date.
The agreement to lease includes a copy of the lease that the parties
will execute and all the essential terms of the agreement. The lease
does not give rise to a review opportunity before 1 July 2005. The
lease is executed on 15 June 2000 without any changes to the specific
supply or consideration identified in the agreement to lease. On

20 May 2005 the parties replace the lease with a new lease that
increases the rent for the supply to be made after 30 June 2005 but
otherwise contains the same terms as the first lease.

61C. The supply made under the lease executed on 15 June 2000 is
GST-free under section 13 to the extent it is made before 1 July 2005.
This is because both the consideration and the supply made under the
lease were specifically identified in the agreement to lease, as required
by subsection 13(1).

61D. Section 13 also continues to apply to supplies made before

1 July 2005 under the replacement lease. This is because the only
change to the terms of the lease is the increase in the rent. This is a
change to the consideration, made on or after 22 February 2005, for
supplies to be made on or after 1 July 2005.*¢ The parties remain bound
by the original terms of their agreement to lease in all other respects.
They have merely agreed to give effect to the change to the
consideration by replacing the lease with a new lease that contains the
change but is the same in all other respects.

Renewal of agreement on or after the relevant date

62. Under some agreements, the recipient of a supply has the right
to renew the agreement to receive the supply for a further period.
Common examples are options to renew a commercial property lease
or a franchise agreement.

63. If a supplier is bound to make a supply because of a written
agreement made before the relevant date that specifically identifies the
further supply and identifies the consideration in money or a way of
working out the consideration in money, section 13 can apply to that
supply. The critical requirements are that the earlier binding
agreement specifically identifies the further supply and the
consideration in money or a way of working out the consideration in
money for that supply and locks in the supplier if the recipient
exercises the option.

1€ Subsection 13(4C).
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Example

64.  Ashantha has an agreement with Fred, a franchisor. The
agreement is for a period of three years. It was made before the
relevant date and meets the other requirements of subsection 13(1).
The agreement expires on 31 December 1999. Ashantha has an
option in the agreement to renew the franchise agreement for a
further three years on the same terms by paying a renewal fee of
$25,000. Ashantha exercises the option and renews the agreement on
15 December 1999.

65.  The supply and consideration for the further period were
identified in the agreement made before the relevant date. On the
exercise of the option Fred is locked in to providing the supply on the
terms and conditions outlined in the original agreement. The supply
made by Fred for the further period will be GST-free to the extent it is
made before a review opportunity arises.

66. If Ashantha had not exercised the option identified in the
agreement made before the relevant date, but the parties continued on
the same terms after the expiration of the initial period on 31
December 1999, the further period of supply will not be GST-free
under section 13 because it was not specifically identified in the
agreement.

67. In some cases the exercise of an option to renew an agreement
or the making of a further supply under a holdover clause (see
paragraph 40 of this Ruling), may provide the supplier with an
opportunity to review the consideration. We consider whether this
will be a review opportunity in paragraphs 94 to 184 of this Ruling.

Variation of an agreement
68. Generally, a variation on or after the relevant date to:
. the supply;

. the consideration (or the way of working out the
consideration, for example a form