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Fuel Taxation Ruling

Fuel tax: the meaning of ‘acquire’,
‘manufacture’ and ‘import’ in the
expression ‘taxable fuel that you acquire
or manufacture in, or import into, Australia
to the extent that you do so for use in
carrying on your enterprise’ in the Fuel
Tax Act 2006

0 This publication provides you with the following level of
protection:

This publication (excluding appendixes) is a public ruling for the purposes of
the Taxation Administration Act 1953.

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, we must apply the law to you in the way set out in
the ruling (unless we are satisfied that the ruling is incorrect and
disadvantages you, in which case we may apply the law in a way that is
more favourable for you — provided we are not prevented from doing so by a
time limit imposed by the law). You will be protected from having to pay any
underpaid tax, penalty or interest in respect of the matters 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 explains the meaning of ‘acquire’, ‘manufacture’,
and ‘import’ in the expression ‘taxable fuel that you acquire or
manufacture in, or import into, Australia to the extent you do so for
use’ in carrying on your enterprise’ in the Fuel Tax Act 2006 (FT Act).

! The term ‘use’ does not cover the use of a fuel to make another fuel that can be
used as a fuel in an internal combustion engine. See paragraphs 2.35 and 2.36 of
the Revised Explanatory Memorandum to the Fuel Tax Bill 2006 and Fuel Tax
(Consequential and Transitional Provisions) Bill 2006.
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2. The Ruling also explains:

. the context of the fuel tax credit system;2

. the meaning of ‘taxable fuel’;®

. the meaning of ‘Australia’;* and

o the attribution rules in Division 65 of the FT Act.
3. Unless otherwise stated, all legislative references in this
Ruling are to the FT Act.
4, This Ruling does not deal with your entitlement to a fuel tax

credit if you acquire or manufacture in, or import into, Australia certain
liquefied and compressed gaseous fuels® to the extent that you do so
for use in carrying on your enterprise. It is intended that these fuels
will begin to incur fuel tax from 1 July 2011.

Definitions
5. In this Ruling, unless otherwise stated:
. a reference to:

- ‘Australia’ is a reference to Australia as defined
in section 110-5;

- ‘taxable fuel’ is a reference to taxable fuel as
defined in section 110-5;

- ‘for use in carrying on your enterprise’ is a
reference to ‘the extent that you do so for use in
carrying on your enterprise’ for the purposes of
the FT Act;

- ‘you’ in relation to provisions of the FT Act
applies to entities generally unless its
application is expressly limited;®

- the Transitional Act is a reference to the Fuel
Tax (Consequential and Transitional
Provisions) Act 2006;

- the Excise Act is a reference to the Excise Act
1901;

- the Excise Tariff Act is a reference to the Excise
Tariff Act 1921;

2 In this Ruling the scheme established under the FT Act is referred to as the fuel tax
credit system. See Appendix 2 of this Ruling for a brief explanation of the fuel tax
credit system.

% Taxable fuel’ is defined in section 110-5 of the FT Act.

“‘Australia’ is defined in section 110-5.

> Liquefied petroleum gas (LPG), liquefied natural gas (LNG) and compressed natural
gas (CNG).

® See the meaning of ‘you’ in section 110-5.
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a ‘paragraph’, ‘item’ or ‘subitem’ of the Excise
Tariff is a reference to a ‘paragraph’, ‘item’ or
‘subitem’ of the Schedule to the Excise Tariff Act;

‘GST’ is a reference to the goods and services
tax;

the GST Act is a reference to the A New Tax
System (Goods and Services Tax) Act 1999;

the GST regulations is a reference to the A New
Tax System (Goods and Services Tax)
Regulations 1999;

‘Customs’ is a reference to the Australian
Customs Service;

the Customs Act is a reference to the Customs
Act 1901;

the Customs Tariff Act is a reference to the
Customs Tariff Act 1995;

a ‘Chapter’, ‘heading’ or ‘subheading’ of the
Customs Tariff is a reference to a Chapter,
heading or a subheading of Schedule 3 of the
Customs Tariff Act;

a customs duty rate of $0.38143 per litre is a
reference to the rate of duty applicable to the
fuel at the time of publication of this Ruling;

. it is assumed that:

if you manufacture taxable fuel you are a
licensed manufacturer’ and the taxable fuel is
manufactured at licensed premises in
accordance with the conditions specified in your
manufacturer’s licence granted under Part IV of
the Excise Act;®

if you are entitled to a fuel tax credit you meet
the requirements that entitle you to the credit
and are not disentitled by the disentitlement
rules®in the FT Act; and

you are registered or required to be registered
for the GST.

6. In this Ruling, a reference to you being entitled to a fuel tax
credit if you acquire or manufacture in, or import into, Australia
taxable fuel for use in carrying on an enterprise, assumes that the
requirements of either item 10 or 11 of Schedule 3 of the Transitional

Act are met.

" see definition of ‘licensed manufacturer’ in section 4 of the Excise Act.

8 Severe penalties exist under the Excise Act for manufacturing excisable goods
without a manufacturer’s licence.

® The disentitlement rules are set out in Subdivision 41-B.
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Class of entities

7. This Ruling applies to the class of entities who acquire or
manufacture in, or import into, Australia taxable fuel for use in
carrying on an enterprise.

Ruling

Meaning of ‘taxable fuel’

8. ‘Taxable fuel’ is fuel in respect of which duty is payable under
the Excise Act and the Excise Tariff Act or the Customs Act and the
Customs Tariff Act but does not include fuel covered by:

) item 15, 20 or 21 of the Excise Tariff; or

. any imported goods that would be classifiable to
item 15 of the Excise Tariff, if the goods had been
manufactured in Australia.*

9. Each of the petroleum and liquid hydrocarbon products
classifiable to item 10 (subject to the exclusions contained therein) of
the Excise Tariff and for which a rate of excise duty is specified in
subitem 10.1 to 10.30 of the Excise Tariff is a taxable fuel for the
purposes of the FT Act. Appendix 3 of this Ruling sets out the fuels
that are classifiable to item 10 of the Excise Tariff and which are
taxable fuels as defined in section 110-5.

10. Imported petroleum and liquid hydrocarbon products which, if
produced or manufactured in Australia, would be liable to excise duty
and for which an equivalent rate of customs duty ($0.38143 per litre)
is specified in Chapter 22, 27, 29 or 38 of the Customs Tariff is a
taxable fuel for the purposes of the FT Act. Appendix 3 of this Ruling
sets out a detailed list of imported fuels that are classifiable to
Chapter 22, 27, 29 or 38 of the Customs Tariff and are taxable fuels
as defined in section 110-5.

Meaning of ‘Australia’

11. You are entitled to a fuel tax credit only if you acquire in
Australia, manufacture in Australia or import into Australia, taxable
fuel, for use in carrying on your enterprise.

° However, you are not entitled to a fuel tax credit for taxable fuel that you acquire,
manufacture or import for use in an aircraft if the fuel was entered for home
consumption for that use — see section 41-30.
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12.  For the purposes of the FT Act, the term ‘Australia’** does not

include any external Territory, but includes certain installations (for
example, an oil rig) that fall within the meaning of ‘installation’*? in the
Customs Act and which are treated as being part of Australia under
section 5C of the Customs Act.

13. Installations that are included within the meaning of Australia
are:

. a resources installation that is attached to the
Australian seabed:*® and

o a sea installation** that is installed in an adjacent area
or coastal area that is defined in the Customs Act.

14. You are entitled to a fuel tax credit for taxable fuel that you
acquire or manufacture on, or import to, a resources installation or a
sea installation that is regarded as being part of Australia and the
taxable fuel is for use in carrying on your enterprise.

15. You are not entitled to a fuel tax credit for taxable fuel you
acquire or manufacture in, or import into, Australia’s external
Territories for use in carrying on an enterprise.

Example 1. offshore gas platform deemed to be part of Australia

16. Connie Oil Explorers Pty Ltd (Connie Qil) carries on an oil and
gas exploration and production enterprise. Connie Oil operates an
offshore gas platform, (Lucky 1) off the coast of Australia. Lucky 1 is
attached to the Australian seabed.

17. Lucky 1 is a resources installation that is deemed to be part of
Australia for the purposes of the FT Act.

Meaning of ‘acquire’

18. The term ‘acquire’ is not defined in the FT Act. It therefore
takes its ordinary meaning.

19. In the context of the FT Act, the Commissioner considers that
the term ‘acquire’ has the ordinary meaning of to ‘get as one’s own'.

" For the purposes of the FT Act, ‘Australia’ has the meaning given by section 195-1
of the GST Act.

12 See section 4 of the Customs Act for the definition of ‘installation’.

'3 Section 4 and subsection 5C(1) of the Customs Act.

1% Section 4 and subsection 5C(1) of the Customs Act.
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20. To ‘get as one’s own’ requires property in or ownership of the
relevant taxable fuel to pass from one entity to another entity, or
alternatively, that ownership is conferred because the fuel has been
obtained by an entity as its own.**

21. You acquire taxable fuel if:

. you purchase the fuel;
. the fuel is gifted to you; or
° you get the fuel as your own by any other means (other

than manufacture or import). This necessarily means
that you get ownership of, or proprietary rights in
respect of, the fuel.

22. Whether you get ownership of, or proprietary interest in, fuel
will depend on all the facts and circumstances of each case. It will be
necessary to examine the surrounding circumstances, together with
any relevant documentation, including any written agreement.

Right or licence to use taxable fuel

23. If you acquire a right or a licence to use another entity’s fuel in
your plant or equipment in performing work for that entity, you do not
acquire taxable fuel for the purposes of the FT Act.*® The mere grant
of a right or licence to use the fuel does not result in you obtaining a
proprietary interest in, or ownership of, the fuel.

Example 2: no acquisition of taxable fuel

24, Leo Offshore Qil Ltd (Leo Offshore) operates an offshore oil
platform (Naomi 1) which is attached to the Australian seabed. Leo
Offshore charters a support vessel from Sound Marine Enterprises
Pty Ltd (Sound Marine) to supply fuel and water to Naomi 1 and to
remove waste from the platform.

25. Under the charter agreement Leo Offshore agrees to provide
the support vessel with diesel fuel from its onshore supply base for
use in the transportation of the fuel, water and waste to and from
Naomi 1. Under the agreement, Sound Marine does not obtain any
proprietary interest in the fuel.

26. Sound Marine does not acquire the fuel that Leo Offshore
allows Sound Marine to use in the propulsion of the support vessel.
For the purposes of the FT Act, this fuel is acquired by Leo Offshore
for use in carrying on its enterprise.

% See Campbells Hardware & Timber Pty Ltd v. Commissioner of Stamp Duties (QId)
(1996) 32 ATR 472; 96 ATC 4348; [1996] QSC 60, McDonald’s Australia Holdings
Ltd & Anor v. Commissioner of State Revenue (QIld) (2004) 57 ATR 395; 2004 ATC
4970; [2004] QSC 357 and John Mackintosh and Sons Ltd v. Baker’'s Bargain
Stores (Seaford) Ltd [1965] 3 All ER 412.

! Re The Taxpayer v. Commissioner of Taxation [2006] AATA 967. Note that the
taxpayer has lodged an appeal to the Federal Court.
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27. Leo Offshore is entitled to a fuel tax credit for the taxable fuel
they provide to Sound Marine for use in the propulsion of the support
vessel provided all eligibility requirements are met. Sound Marine is
not entitled to a fuel tax credit in respect of this fuel.

Packaging of taxable fuel by a contractor

28. You are entitled to a fuel tax credit for taxable fuel that you
acquire for packaging in containers of 20 litres or less'’ for the
purpose of making a taxable supply of fuel for use other than in an
internal combustion engine.*

29. However, you do not acquire taxable fuel if you enter into an
arrangement with another entity to package their taxable fuel to
enable them to make a taxable supply of the fuel for use other than in
an internal combustion engine.

Example 3: no acquisition of taxable fuel for packaging

30. Braden Enterprises Ltd (Braden) is a wholesaler of chemical
products. Braden is contracted to supply a national hardware chain
with mineral turpentine in containers of one litre bottles for retail sale.
Braden acquires a quantity of mineral turpentine to repackage for the
purpose of making a taxable supply of the fuel for use other than in
an internal combustion engine.

31. Braden outsources the packaging of the mineral turpentine to
Chemical Bottlers Ltd (Bottlers).

32. Braden provides Bottlers with a bulk quantity of mineral
turpentine for packaging. Bottlers packages the mineral turpentine
and returns it to Braden in one litre bottles.

33. Bottlers does not acquire taxable fuel being mineral
turpentine, for the purposes of packaging it for Braden. The
ownership of the fuel remains with Braden.

34. Bottlers is not entitled to a fuel tax credit for the fuel that it
packages on behalf of Braden.

35. Braden is entitled to a fuel tax credit for the mineral turpentine
it has acquired for packaging.

" See subregulation 41-10(2) of the Fuel Tax Regulations 2006.
18 See subsection 41-10(2). The taxable fuel must be kerosene, mineral turpentine,
white spirit or any other fuel prescribed by the regulations.
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When do you acquire taxable fuel?
Acquisition of taxable fuel by purchase

36. If you purchase an ascertained or specific amount of taxable
fuel in a deliverable state, you acquire it when it is intended that
property in the fuel is to pass to you. This is ordinarily when the
contract for the sale and purchase of the fuel is made.

37. If you enter into a contract for the sale and purchase of
taxable fuel which, at the time of contract, is unascertained, you
acquire the fuel when, in the absence of a contrary intention, the fuel
in a deliverable state is unconditionally appropriated to the contract.

38. If you prepay for fuel to be delivered to you in the future, you

acquire the fuel when the fuel is ascertained as belonging to you, for
example, if it is held in a special storage tank by the supplier and all

the fuel in the tank is set aside for delivery to you.

Example 4. pre-paid fuel —fuel acquired when ascertained

39. Mighty Mining Corporation (Mighty Mining) has an agreement
with Finer Fuels Company Ltd (Finer Fuels) for the purchase of one
million litres of diesel fuel to be delivered as and when required over a
six month period. Mighty Mining makes a pre-payment for all the fuel.

40. Under the arrangement, Mighty Mining informs Finer Fuels of
its fuel requirement at the end of each month. When this is known,
Finer Fuels takes the amount of fuel from its bulk storage facility and
delivers it to Mighty Mining’s fuel tank at the mine site.

41. Mighty Mining acquires a quantity of fuel once it is delivered to
its fuel tank at the mine site. This is when the fuel for Mighty Mining is
ascertained.

Example 5. acquisition of fuel by purchase

42. Tim is a sole proprietor and registered for GST. Tim carries on
a foundry business.

43. Tim purchases heating oil for use as a burner fuel in his
business. Tim sources the fuel from his local distributor who delivers
it to Tim’s storage tank at the foundry.

44, Tim acquires the heating oil when it is delivered to his storage
tank as title (or proprietary interest) in the fuel passes on the delivery
of the fuel.
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Acquisition of taxable fuel by way of gift or by other means
(other than manufacture or import)

45, If fuel is gifted to you or you get fuel as your own by any other
means (other than manufacture or import), you acquire it when it is
delivered to you. This is when it is intended that property in the fuel
passes to you.

Attribution rules for fuel tax credits for taxable fuel you acquire

46. A fuel tax credit for taxable fuel that you acquire in Australia
for use in carrying on your enterprise is attributable to the same tax
period that an input tax credit is attributable to for the creditable
acquisition of the fuel, or would have been attributable to if the fuel
had been a creditable acquisition under the GST Act.*®

Example 6: attribution of the fuel tax credit for taxable fuel you
acquire

47. Mullins Fishing Enterprises Ltd (Mullins) operates a
commercial fishing enterprise. Mullins is a monthly business activity
statement (BAS) lodger who accounts for GST on an accruals basis.

48. On 15 January 2007, Mullins purchases 50,000 litres of diesel
fuel for use in its fishing vessels. On 22 January 2007, Mullins
receives an invoice (which is a tax invoice) for the purchase of the
diesel fuel from its supplier.

49, Mullins attributes the input tax credit for the creditable
acquisition of the diesel fuel to the tax period ending 31 January 2007
as this is the tax period in which Mullins holds a tax invoice for the
creditable acquisition of the fuel.

50. Mullins attributes the fuel tax credit for the acquisition of the
diesel fuel to the tax period ending 31 January 2007.

Meaning of ‘manufacture’

51. For the purposes of the FT Act, the term ‘manufacture’ is not a
technical term which is capable of a precise definition of universal
application to each and every process involved in the production or
making of taxable fuel.

52. Whether or not taxable fuel is ‘manufactured’ will often be a
guestion of fact and degree requiring an exercise of judgment in
relation to different processes involved in the making of different
taxable fuels.

19 Subsection 65-5(1).
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53. The meaning of the term ‘manufacture’ must be determined in
the context of the expression ‘taxable fuel that you ... manufacture in
... Australia’. In that context, as the manufacture must be of ‘taxable
fuel’ as defined in section 110-5, in the Commissioner’s view,
‘manufacture’ means the making of fuel that is included as excisable
goods in item 10 of the Excise Tariff.

54, You manufacture taxable fuel for the purposes of the FT Act if
you are taken to manufacture fuel for the purposes of the Excise Act.

55. For example, you manufacture taxable fuel if you undertake
any processes by which you:

. produce stabilised crude petroleum oil and petroleum
condensate for use as fuel in certain circumstances;?°

. produce topped crude petroleum oil;

° refine stabilised or topped crude petroleum oil and
petroleum condensate to produce different kinds of
fuels;

. blend one or more products specified in

paragraphs 10(a) to 10(f) of the Excise Tariff (with or
without other substances) other than blends covered
by subsection 77H(1) or (3) of the Excise Act;

. denature ethanol for use as a fuel in an internal
combustion engine;

) produce certain liquid hydrocarbon products by
recycling waste oil;

o produce biodiesel by chemically altering vegetable oils
or animal fats (including recycled oils from these
sources) to form mono-alkyl esters; or

. produce any other fuel that is a taxable fuel.

56. If you undertake more than one process by which you
manufacture taxable fuel, each of those processes may, in their own
right, constitute manufacture of taxable fuel.*

Example 7: manufacture of taxable fuel - refining of stabilised
crude petroleum oil

57. Kuhans Refining Enterprises Ltd (Kuhans) is an oil refiner.
Kuhans is licensed under Part IV of the Excise Act to manufacture
petroleum products.

Dsee paragraphs 195 to 200 of this Ruling for a full explanation on the production of
stabilised crude petroleum oil and petroleum condensate.

L The meaning of ‘manufacture’ in section 4 of the Excise Act includes all processes
in the manufacture of excisable goods.
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58. Kuhans produces petrol, diesel, fuel oil and heating oil by
refining stabilised crude petroleum oil it acquires as refinery feedstock.

59. By refining the stabilised crude petroleum oil to produce these
fuels, Kuhans manufactures taxable fuel for the purposes of the
FT Act.

60. However, Kuhans is entitled to a fuel tax credit only for taxable
fuel that it manufactures for use in carrying on its enterprise.*
Kuhans is not entitled to a fuel tax credit for stabilised crude
petroleum oil it acquires for refinery feedstock as this is not a taxable
fuel.

Example 8: manufacture of taxable fuel — production of
biodiesel

61. Fatburner Enterprises Ltd (Fatburner) is a manufacturer of
biodiesel. Fatburner is licensed under Part IV of the Excise Act to
manufacture biodiesel.

62. Fatburner produces biodiesel by chemically altering vegetable
oils or animal fats to form mono-alkyl esters. This process is normally
known as transesterification.

63. In producing biodiesel by this process, Fatburner
manufactures taxable fuel for the purposes of the FT Act.

64. However, Fatburner is entitled to a fuel tax credit only for
taxable fuel that it manufactures for use in carrying on its enterprise.

Example 9: manufacture of taxable fuel — a blend of diesel and
biodiesel

65. Connelly Fuel Enterprises Ltd (Connelly Fuel) is licensed
under Part IV of the Excise Act to manufacture various fuel blends.

66. Connelly Fuel sources diesel and biodiesel from a licensed
excise manufacturer. Excise duty has not been paid on the diesel and
biodiesel. Connelly Fuel blends the diesel and biodiesel at its licensed
premises.

67. The blending of diesel and biodiesel by Connelly Fuel is
manufacture for the purposes of the FT Act. Connelly Fuel is entitled
to a fuel tax credit only for taxable fuel that it manufactures for use in
carrying on its enterprise.??

2 Fuel for use (other than in an internal combustion engine) in the refining of
stabilised crude petroleum oil and petroleum condensate is not a taxable fuel.

% The amount of the fuel tax credit is worked out under Division 43 of the FT Act. For
that purpose the amount of effective fuel tax takes into account certain grants and
subsidies. For example, the fuel tax amount is reduced by the cleaner fuels grant
for biodiesel.
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Example 10: not manufacture of taxable fuel — a blend of two
duty paid fuels

68. Carlene Fuel Enterprises Ltd (Carlene Fuel) is a fuel
distributor. Carlene Fuel produces a blend of diesel and kerosene
(known as ‘winter mix’) formulated for use in internal combustion
engines in cold weather. Carlene Fuel is not licensed to manufacture
under Part IV of the Excise Act.

69. Carlene Fuel uses only duty paid diesel and duty paid
kerosene in the blend. The blending of the fuel is not manufacture of
taxable fuel as the blend is excluded from excise manufacture by
section 77H of the Excise Act as duty has been paid at the same rate
on the diesel and kerosene.

70. The blending of duty paid diesel and duty paid kerosene is not
manufacture of taxable fuel for the purposes of the FT Act.

Attribution rules for fuel tax credits for taxable fuel you
manufacture

71. A fuel tax credit for taxable fuel that you manufacture in
Australia for use in carrying on your enterprise is attributable to the
tax period®* in which the fuel was entered for home consumption®
(within the meaning of the Excise Act).

Example 11: attribution of the fuel tax credit for taxable fuel you
manufacture

72. Warren Oil Refiners Ltd (Warren Oil) is a licensed excise
manufacturer of refined petroleum products being lubricants, greases
and diesel fuel. Warren Oil is also a monthly BAS lodger.

73. Warren Oil only manufactures the diesel fuel for use in
carrying on its enterprise, namely for use in its road tankers.

74. Warren Oil is required to enter for home consumption and pay
excise duty on the diesel fuel for use in carrying on its enterprise. On
15 January 2007, Warren Oil enters for home consumption

2,000 litres of diesel fuel for use in its enterprise.

75. Warren Oil attributes the fuel tax credit to the tax period
ending 31 January 2007. This is the tax period in which the diesel fuel
is entered for home consumption.

4 See subsection 65-5(3).
% gee sections 54, 58 and 61C of the Excise Act.
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Meaning of ‘import’ into Australia

76. For the purposes of the FT Act, the Commissioner considers
that taxable fuel is typically imported into Australia when the fuel is
brought into an Australian port or airport with the intention of being
unloaded in Australia.?®

77. It is not necessary that fuel be entered for home consumption
within the meaning of the Customs Act for it to be imported into
Australia.

78. The term ‘import’ in the FT Act does not include an advance
entry of goods.?’

Example 12: taxable fuel imported into Australia

79. Marando Oils Ltd’s (Marando Oils) oil tanker, the M/T Crudze,
arrives into the Port of Melbourne (the Port) with one million litres of
diesel oil. Marando Oils intends to unload 750,000 litres of diesel oil
at a petroleum refinery at the Port. The balance of the diesel oil is
intended for a refinery in Auckland, New Zealand.

80. Marando Oils imports 750,000 litres of diesel ail into Australia.
The diesel oil remaining on board the M/T Crudze is not imported into
Australia as it is not intended to be unloaded in Australia.

Example 13: advance entry for home consumption of taxable
fuel

81. Further to Example 12, prior to the M/T Crudze arriving into
the Port, Marando Oils lodges an entry for home consumption in
advance for the 750,000 litres of diesel oil it intends to unload at the
Port.

82. Marando Oils does not ‘import’ the 750,000 litres of diesel oil
when it lodges the entry for home consumption. The diesel oil is
imported when the M/T Crudze arrives in the Port.

Attribution rules for fuel tax credits for taxable fuel you import
into Australia

83. Fuel tax credits for taxable fuel that you import into Australia
for use in carrying on your enterprise are attributable to the same tax
period that an input tax credit is attributable to for the creditable
importation of the fuel, or would have been attributable to if the fuel
had been a creditable importation under the GST Act.?®

* see paragraphs 270 to 277 of this Ruling for a full explanation on the meaning of
‘import’ into Australia.

" See paragraphs 278 to 285 of this Ruling for a full explanation of ‘entering goods
for home consumption’.

% Subsection 65-5(1).
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Example 14: attribution of the fuel tax credit for taxable fuel you
import

84. V's Enterprises Ltd (V’s) is a chemical manufacturer. V’s
imports mineral turpentine from Singapore for the purpose of
packaging it into one litre containers for retail sale. V's is a monthly
BAS lodger.

85. V's orders 10,000 litres of mineral turpentine from its overseas
supplier and arranges for the turpentine to be shipped to Australia on
the M/T Crudze No. 2.

86. The ship arrives at the Port of Adelaide on 8 January 2007.
Upon the arrival of the ship, V's completes the Customs formalities for
the entry for home consumption of the turpentine and pays on the
same day the relevant customs duty and the GST on the taxable
importation of the turpentine that it makes.

87. V’s is entitled to an input tax credit for the creditable
importation it makes. V’s is also entitled to a fuel tax credit for mineral
turpentine it imports for packaging into one litre containers for retail
sale.

88. V'’s attributes its fuel tax credit for the mineral turpentine it
imports into Australia to the same tax period that the input tax credit is
attributable to for the creditable importation of the turpentine. This is
the tax period ending 31 January 2007.

Attribution of the fuel tax credit for taxable fuel entered for
warehousing

89. If you import taxable fuel for use in carrying on your enterprise
and you enter the fuel for warehousing, you attribute your fuel tax
credit to the tax period in which the fuel is entered for home
consumption ex-warehouse. This is the tax period in which you
attribute your input tax credit for the creditable importation of the fuel.

Example 15: attribution of the fuel tax credit for taxable fuel
entered for warehousing

90. Drawing on the facts in Example 14, V’s decides to enter the
mineral turpentine for warehousing rather than for home
consumption.

91. On 8 January 2007, V’'s completes the Customs formalities for
the entry for warehousing of the mineral turpentine and stores the
turpentine in its licensed customs warehouse.

92. On 2 February 2007, V's enters 10,000 litres of mineral
turpentine for home consumption ex-warehouse and on the same day
pays the relevant customs duty and the GST on the taxable
importation of the turpentine.
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93. V's is entitled to an input tax credit for the creditable
importation it makes. V’s is also entitled to a fuel tax credit for the
mineral turpentine it imports into Australia.

94. V's attributes the fuel tax credit for the mineral turpentine it
imports into Australia to the same tax period that the input tax credit is
attributable to for the creditable importation of the turpentine. This is
the tax period ending 28 February 2007.

Attribution of the fuel tax credit for taxable fuel entered for
warehousing and subsequently sold under bond?

95. If taxable fuel has been imported for warehousing by another
entity and you purchase the fuel and enter it for home consumption,
for the purposes of the FT Act, you do not import the fuel but acquire
it. However, you attribute your fuel tax credit to the tax period to which
you attribute the input tax credit for the creditable importation.

96. This is because for GST purposes you are treated as the
importer of the fuel and you are entitled to an input tax credit on the
basis that you have made a creditable importation of the fuel.

Example 16: attribution of the fuel tax credit for taxable fuel
entered for warehousing and subsequently sold under bond and
used in carrying on your enterprise

97. Minas Fuels Enterprises Ltd (Minas) is an importer and
distributor of diesel fuel. Minas has a licensed customs warehouse
which allows it to store imported fuel without entering the fuel for
home consumption.

98. Mega Truck Transport Enterprises Ltd (Mega Truck) is a
transport contractor. Mega Truck contracts Minas to supply diesel fuel
for use in carrying on its enterprise. The terms of contract specify that
Mega Transport will purchase the fuel in ‘bond’ and enter the fuel for
home consumption ex-warehouse to effect delivery of the fuel.

99. Mega Truck orders from Minas and enters for home
consumption ex-warehouse 5,000 litres of the diesel fuel on
15 January 2007 and pays the relevant customs duty and GST.

100. For GST purposes, Minas is no longer the importer of the fuel
as Mega Truck makes a taxable importation of the diesel fuel when it
enters the fuel for home consumption ex-warehouse.

101. Mega Truck is entitled to an input tax credit for the creditable
importation it makes. Mega Truck’s fuel tax credit for the diesel fuel is
attributable to the same tax period that the input tax credit is
attributable to for the creditable importation of the fuel. This is the tax
period ending 31 January 2007.

®The expression ‘under bond’ is used to describe imported goods that are subject
to customs control and have not been delivered for home consumption.
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