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1. INTRODUCTION 

For many years, low value imports were exempt from goods and services tax (GST). Whilst it 
was acceptable that theoretically, GST should apply to all imports, the issue was a practical 
one: how to tax low value importations in a way that didn’t cost more than the revenue it would 
collect. After debate over a number of years regarding the most appropriate method to collect 
GST on low value imports, the government announced in August 2015 that an overseas vendor 
registration model would be introduced. This law took effect from 1 July 2018, and broadly 
requires overseas vendors to collect GST on goods with a customs value of $1,000 or less that 
are being imported into Australia.  

Aside from this introduction, the paper is in 5 parts. Section 2 outlines the rationale for 
imposing GST on imports and the background debates on the previously existing GST 
exemption for low value imports. Section 3 explains the new law that imposes an obligation 
on overseas vendors to collect GST on low value imports. It details what supplies and what 
suppliers are subject to the new law, as well as explaining registration requirements and the 
option to for the limited GST registration. The new law operates as an addition to the existing 
law imposing GST on the border on taxable importations. Section 4 explains how the two 
regimes operate in tandem, the situations where double taxation can potentially occur, and the 
provisions that have been introduced to address the double taxation issue. Section 5 reviews 
overseas supplier’s initial response to the new law, as well as the response to date in terms of 
registration and revenue. Section 6 then provides a discussion of potential compliance problems 
and options available to the ATO in terms of enforcement.  The possibility of introducing a 
‘back-up’ taxing point at the border to address a lack of compliance is also canvassed.   

Whilst it is still early days, so far there has been a positive response to the new law in terms of 
registration numbers and collection of revenue. However, requiring overseas vendors to 
register into the Australian taxation system, particularly when the new law treats entities such 
as electronic distribution platforms and redeliverers as suppliers rather than the actual supplier. 
Complexities in the new law also arise due to the interaction with the current law for impost 
GST on taxable importations.    
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2. BACKGROUND  

2.1 Why tax imports?  

When it comes to international trade, GST is designed on the basis of the destination principle.  
Under the destination principle, no GST is imposed on exports (as they are being consumed 
outside of the relevant region), but imports are subject to GST on the same basis as goods 
purchased from within the region. Essentially, as a consumption tax, the relevant location for 
determining whether GST should be imposed is the location of the consumer. The destination 
principle ensures neutrality in international trade.1 Under this principle, an Australian consumer 
who purchases an item (that is not otherwise GST-free) should pay GST on that item, regardless 
of whether the item was purchased in Australia from an Australian retailer or imported from a 
foreign supplier. 

Whilst the destination principle is theoretically sound, it is not necessarily easy to achieve in 
practice. The OECD notes that the destination principle is generally effective when it comes to 
the importation of tangible goods, because the collection of GST can be supported by border 
controls and can coincide with the collection of customs duties.2 Certainly, this is the case in 
Australia for ‘high value’ imports (goods with a customs value in excess of $1,000)3 which are 
generally treated as taxable importations under the GST Act.4 GST, customs duty and border 
clearance fees are to be paid to Australian Border Force (ABF) by the importer before the parcel 
is released.  However, for low value imports (goods with a customs value of $1,000 or less), 
difficulties arise when collecting GST at the border is not cost effective, and other methods for 
collecting GST may need to be utilised.  

  

2.2 The GST low-value threshold 

Largely due to the costs involved in collecting the GST on low value imports, until 1 July 2018, 
importations with a customs value of $1000 or less were exempt from GST and customs duty.5 
This was referred to as the GST low value threshold (LVT). In the years preceding the 
introduction of the Treasury Laws Amendment (GST Low Value Goods) Act 2017 (Cth) (“LVG 
Act”) (which effectively removed the GST exemption for low value goods and is discussed 
below), the LVT had been subject to much scrutiny.  The main catalyst leading to the review 
of the LVT was the rapid increase of online shopping and the associated increase in low-value 
parcels entering the country.6   

                                                           
1 OECD (2017) International VAT/GST Guidelines, OECD Publishing, Paris.   
2 Ibid, p. 16-17. 
3 Note that the term ‘high value’ is not used in the legislation. When used in this paper it refers to goods with a 
customs value in excess of $1,000.    
4 A New Tax System (Goods and Services Tax) Act 1999 (Cth) (“GST Act”), s 13-15. 
5 GST Act, s 42–5; Customs Tariff Act 1995 (Cth) Item 26 in By-law No 1305011 of Concessional Instruments in 
Sch 4. 
6 From 2006-07 to 2010-11, low value parcels entering Australia via international mail increased from 23.5 million 
to 48.06 million.  Similarly, from 2008-09 to 2010-11, low value imports entering Australia as air cargo increased 
from 6.68 million to 10.57 million: Low Value Parcel Processing Taskforce (2012) Final Report, pp. 23, 32. 
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In 2011, the Productivity Commission, as part of their enquiry into the Australian Retail 
Industry, examined the sustainability and appropriateness of indirect tax arrangements in 
relation to imported goods.7 In relation to the LVT, they stated that there were: “strong in-
principle grounds for the low value threshold (LVT) exemption for GST and duty on imported 
goods to be lowered significantly, to promote tax neutrality with domestic sales. However, the 
Government should not proceed to lower the LVT unless it can be demonstrated that it is cost 
effective to do so.”8 They recommended that the Government “establish a taskforce charged 
with investigating new approaches to the processing of low value imported parcels.” The cost 
effectiveness of reducing the LVT could then be reassessed.9 

As a result of the Productivity Commission’s recommendations, the Low-Value Parcel 
Processing Taskforce (LVPPT) was established. Their report, released in 2012, provided 
extensive information regarding the volume and nature of low value goods, as well as the 
import and border processes for such goods.10 Numerous reform options in relation to the LVT, 
including the potential to have overseas suppliers collect GST and/or duty on low value goods 
were given detailed analysis. In relation to an overseas vendor registration model, the LVPPT 
recommended (Recommendation 4.3): “To streamline revenue collection, legislative 
arrangements could be amended to enable and encourage appropriately regulated overseas 
suppliers to collect GST from purchasers of low value goods at the time of purchase.”11 The 
Government, in their response to the LVPPT report, agreed in principle to Recommendation 
4.3, but highlighted the fact that such a reform would only be effective as part of a broader 
range of reforms.12 

 

On 21 August 2015, the then Treasurer, Joe Hockey, announced that the LVT would be reduced 
to zero with effect from 1 July 2017, and an overseas vendor registration model would be 
implemented. Little reasoning was provided to explain why an overseas vendor registration 
model was adopted, except that it was the best from amongst three or four proposals because 
it was consistent with what was happening internationally. Further, Hockey stated that 
abolishing the LVT, but keeping the current process of inspecting parcels at the border was 
“plainly ridiculous”.   

 

  

                                                           
7 Productivity Commission (2012) Economic Structure and Performance of the Australian Retail Industry.   
8 Ibid, p. xl. As part of their report, the Productivity Commission examined the impact of reducing the threshold 
for the collection of duty and GST to $100 whilst utilising the taxable imports processing system (i.e. taxation at 
the border). They estimated that based on 2010-11 figures, it would cost over $1.2 billion to collect $496 million 
in revenue: Ibid, p. 200. 
9 Ibid, xiv. 
10 Low Value Parcel Processing Taskforce (2012) Final Report. 
11 Ibid, p. 16. 
12 Australian Treasury (2012) Government interim response to the Low Value Parcel Processing Report, p. 5. 
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3. EXTENDING GST TO LOW VALUE IMPORTS  

3.1 Overview  

The LVG Act amended the GST Act with effect from 1 July 2018 (one year later than originally 
intended).  In broad terms, the LVG Act makes GST “payable on certain supplies of low value 
goods that are purchased by consumers and imported into Australia.  The amendments make 
supplies of goods valued at $1,000 or less at the time of sale to a consumer connected with the 
indirect tax zone (ITZ)13 if the goods that are supplied are brought to the ITZ with the assistance 
of the supplier. This ensures that such supplies are subject to GST, consistent with the treatment 
of equivalent supplies made within Australia”. 14 It also treats electronic distribution platform 
(EDP) operators and redelivers as the suppliers of low value goods if certain conditions are 
met.15   

 

3.2 Constitutional validity of new law  

Under the new measures, a foreign supplier (and at times an EDP operator or redeliverer) will 
be a taxpayer and the relevant legislation will govern a person/entity without a presence in 
Australian territory. The question that may to be litigated in the High Court at some point is 
whether the new measures providing for the imposition of taxation on low value imported 
goods is constitutionally valid? 

Put briefly, the Federal Parliament has the power to make laws on its enumerated topics (e.g. 
taxation) that reach persons and events beyond Australian territory.16 Secondly, in terms of 
public international law (or accepted practices of nation states), Australia does have legislative 
jurisdiction to enact the new measure on the base of the territoriality principle.17 That is, the 
foreign supplier enters into a transaction with an Australian consumer, the goods are shipped 
to the consumer in Australia and it is that Australian consumer who is paying for the goods. 
Accordingly, there should be no or little hope of a successful constitutional law challenge on 
the basis that the new measures are beyond the legislative power of the Commonwealth 
parliament. 

As is discussed further below, the new measures at times may make deem an EDP operator to 
be a supplier for GST purposes, rather than the actual vendor.18 Even here, it is submitted that 
this measure should also be constitutionally valid mainly because of the EDP operator’s heavy 
involvement with the sale transaction and their involvement with the Australian purchaser. 

                                                           
13 Indirect tax zone is defined in the GST Act in s 9-25. It broadly means Australia, and for the purposes of this 
paper, the term ITZ is used interchangeably with Australia.    
14 Explanatory Memorandum to the LVG Act, [1.1] – [1.2]. 
15 Ibid, [1.17].  
16 R v Foster; Ex parte Eastern & Australian Steamship Co Ltd [1959] HCA 10.  
17 See Malcolm D Evans (ed), International Law, 3rd ed., Oxford University Press, 2010 at pp 318-323 for a 
discussion of the territoriality principle as a basis for a state’s legislative jurisdiction. 
18 GST Act, ss 84-77 and 84-81. 
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Similar points can be made in respect to the situation where the redeliverer of goods is treated 
as the supplier for GST purposes. 

 

3.3 Connected with the indirect tax zone 

Previously, goods being brought into the ITZ were only connected to the ITZ if the supplier 
was also the importer.19 This meant that the vast majority of imports were not connected to the 
ITZ and as such, were not taxable supplies.  

The LVG Act has extended the circumstances under which goods brought into Australia will 
be connected to the ITZ. Section 9-25(3A) provides that a supply of goods that is an offshore 
supply of low value goods is connected with the ITZ if it is connected with the ITZ under 
Subdivision 84-C. For a supply to be connected with the ITZ under Subdivision 84-C, the 
following requirements must be satisfied:20  

 the supply is a supply of low value goods;  

 the supply is an offshore supply of low value goods; and  

 the recipient is a consumer of the supply. 

Each of these will be considered in turn.  

 

3.3.1 Supply of low value goods  

Low value goods are those goods21 with a customs value22 of $1,000 or less when consideration 
for the supply was first agreed.23 Tobacco, tobacco products and alcoholic beverages are 
excluded from the definition, regardless of value.24  A supply of goods is a supply of low value 
goods if one or more of the goods making up the supply are low value goods.25     

 

3.3.2 Offshore supply of low value goods 

A supply of low value goods is an offshore supply of low value goods if the supply involves 
the goods being brought into Australia, and one or more of the following occurs: 

 The supplier delivers the goods (or procures, arranges or facilitates the delivery of goods) 
into Australia; 

                                                           
19 GST Act, s 9-25(3)(a).  
20 GST Act, s 84-75. 
21 “Goods” are defined in the GST Act as “any form of tangible personal property”: s 195-1. 
22 “The ‘customs value’ of imported goods is defined in s 159 of the Customs Act 1901 (Cth) and is generally 
based on the value of the goods at the time of exportation as determined by the Comptroller-General of Customs 
or a delegate: EM to the LVG Act, [1.42]. 
23 GST Act, s 84-79. 
24 GST Act, s 84-79(3)(b). These goods are always taxed at the border.  
25 GST Act, s 84-79(1). This definition means that there will be situations where a transaction with a total customs 
value exceeding $1,000 would still be considered a supply of low value goods.  This is discussed further in part 
4.3 of this paper.   
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 The supply is made through an electronic distribution platform and the operator of the 
platform delivers the goods (or procures, arranges or facilitates the delivery of the goods) 
into Australia; 

 The supply involves the goods being delivered to a place outside Australia, and a 
redeliverer delivers the goods (or procures, arranges or facilitates the delivery of the goods) 
into Australia.26 

Essentially, the supplier (or the EDP or redeliverer) must have some involvement in the 
delivery of the goods.  This can include making arrangements with third parties for the transport 
of the goods.   

Example: 

Ben is an Australian resident who lives in Brisbane.  He travels to Vienna for a holiday.  
He purchases a painting at an art gallery in Vienna.  Due to the size of the painting he 
cannot fit it in his luggage, so the art gallery packages and arranges an international 
courier to deliver the painting.  This constitutes assisting in bringing the painting to the 
ITZ.   

During the same holiday, Ben shops at Vienna Souvenir Co and purchases a number of 
small souvenirs as gifts for relatives in Australia which he brings home in his luggage.  
Vienna Souvenir Co has not assisted Ben in bringing the souvenirs to the ITZ.     

 

3.3.2.1 Delivery of goods to third party 

It should be noted that the recipient of the supply is not necessarily the person to whom the 
goods are delivered. If a purchaser of low value goods arranges delivery of those goods to a 
third party, the purchaser will still be the recipient of the supply of the goods. The physical 
location of the recipient of a supply is irrelevant in determining whether a supply of low value 
goods is connected with the ITZ. The relevant factor is whether the goods are brought into the 
ITZ with the assistance of the supplier, operator of the EDP or a redeliverer, regardless of 
whether they are being delivered to the recipient (purchaser) or a third party.27 The following 
example, taken from Explanatory Memorandum to the LVG Bill illustrates a scenario where 
the recipient is located outside the ITZ, but the goods are delivered to a third party located 
within the ITZ.  

Example  

“Wei is a resident of Hong Kong who purchases a piece of artwork valued at $700 from 
a supplier in Vietnam. The supplier arranges for the delivery of the artwork to his niece 
Li who lives in Australia.  

                                                           
26 GST Act, s 84-77 
27 EM to the LVG Act, [1.54]. 
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A supply of goods is a supply of low value goods if the customs value would have been 
$1,000 or less at the time when the consideration for the supply is first agreed. The 
artwork has a customs value of $700 and is therefore a low value good. The supply of 
this low value good is connected to the ITZ, because it is a supply of a low value good 
that is purchased by a consumer and brought to the ITZ with the assistance of the 
supplier. Wei is not registered for GST and is therefore a consumer for the purposes of 
the GST law. The geographical location of Wei, being outside Australia, is irrelevant.  

Accordingly, the supply of the artwork is connected with the ITZ.”28  

 

3.3.3 Recipient is a consumer of the supply 

The new law is focused on business to consumer transactions.  An offshore supply of low value 
goods will only be connected with Australia if the recipient is a consumer of the supply. An 
entity will be a consumer of a supply if they are not registered for GST; or, if the entity is 
registered, the goods were not acquired solely or partly for the purpose of an enterprise that the 
entity carries on in the ITZ.29 Essentially, for an entity to be a consumer, they will not be 
entitled to an input tax credit (to any extent) for the acquisition of the supply.30  Difficulties 
may arise in a supplier determining whether the recipient is a consumer. As the explanatory 
memorandum notes: “The only practical and commercially realistic means of obtaining 
information about the status of the recipient is likely to be information gathered during the 
process of the sale”.31 

Section 84-105 provides that a supplier can treat a recipient as not being a consumer (meaning 
they will not be required to charge GST) if they reasonably believe that the entity is not a 
consumer.  In order for the supplier’s belief to be reasonable, the supplier must have obtained: 
(1) the recipient’s ABN (or other prescribed information); and (2) a declaration or other 
information from the recipient that indicates the recipient is registered for GST.32 The Taxation 
Administration Act 1953 (Cth) has also been amended to impose penalties on recipient entities 
that misrepresent their status for the purposes of avoiding GST on low value goods.33   

 

3.4 Who is responsible for GST on low value goods?  

An offshore supply of low value goods that is connected with the ITZ (and are not otherwise 
GST-free or input taxed)34 will meet the requirements of a taxable supply under s 9-5, assuming 

                                                           
28 EM to the LVG Act, Example 1.6. 
29 GST Act, s 87-75(2). 
30 For business to business transactions, reference will need to be made to the reverse charge rules in Division 83 
of the GST Act.  
31 EM to the LVG Act, [1.56]. 
32 GST Act, s 84-105(2).  
33 Taxation Administration Act 1953 (Cth), section 284-75(4)(b) 
34 An overseas vendor who supplies low value goods that are GST-free or input taxed is not making a taxable 
supply: GST Act, s 9-5 The goods will not be subject to GST.  It is irrelevant whether the goods are connected to 
the ITZ.   
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that the supplier of the low value goods is registered or required to be registered for GST. As 
a taxable supply, GST will need to be charged on the offshore supply of low value goods.  
Whilst GST is normally payable by the vendor (merchant) (i.e. the seller of the goods), in 
certain circumstances, an EDP operator or redeliverer will be treated as the supplier and be 
responsible for any GST liability in relation to the supply.  To ensure that multiple parties aren’t 
responsible for GST on the supply, the legislation establishes a hierarchy. The vendor will not 
be responsible for GST if an EDP operator is responsible for GST on the supply. A redeliverer 
will only be responsible for GST if neither an EDP operator nor the vendor is responsible for 
GST on the supply.35   

 

3.5 Registration 

3.5.1 Requirement to be registered  

The LVG Act does not change the requirements for GST registration – that is, an entity is 
required to be registered for GST if they are carrying on an enterprise and their GST turnover 
meets the registration turnover threshold (currently $75,000).36   

In working out current GST turnover, supplies that are not connected with the ITZ are 
disregarded.37 This means that unless the supply meets the requirements of s 84-75, it will be 
disregarded when calculating GST turnover.  For example, the following would not be included 
in GST turnover:  

 Goods that are not brought into the ITZ; 

 Goods that are not low value goods (that is, goods with a customs value exceeding $1,000);  

 Supplies of low value goods that the supplier reasonably believes is a taxable importation 
(for example, because the goods are sent in a consignment that exceeds $1,000); 

 A supply made to a recipient that is not a consumer.  

Supplies that are input taxed are also disregarded in the calculation of current GST turnover.38  
GST-free supplies made by non-residents are disregarded unless the supply is made through an 
enterprise that the non-resident carries on in Australia.39  

The entity that is responsible for the GST on the supply of low value goods must include the 
value of those supplies when determining whether the GST turnover threshold is met. If an 
EDP operator is responsible for the GST on those supplies, they will count towards the EDP 
operator’s GST turnover (and not the vendor’s turnover). Similarly, if a redeliverer is 
responsible for the GST on the supplies, those supplies would count towards the redeliverer’s 
turnover (rather than the EDP operator’s or vendor’s turnover).40 

                                                           
35 ATO, Law Companion Ruling LCR 2018/1 GST on low value imported GST, [22].  
36 GST Act, s 23-5. 
37 GST Act, s 188-15(3)(a).  
38 GST Act, 188-15(1)(a).  
39 GST Act, Section 188-15(3)(d).  
40 LCR 2018/1, [26] 
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3.5.2 Limited registration regime for foreign GST taxpayers 

All three overseas entities making or intending to make offshore supplies of low value goods 
(i.e. foreign suppliers, EDP operators and redeliverers) can elect to be a limited registration 
entity.41 There are no qualifying criteria for such an election (e.g. turnover below an amount), 
aside from having to be one of the three entities above. The broad idea is that a limited 
registration entity is subject to a simplified GST registration and reporting system. An entity 
making offshore supplies of low value goods that is not a limited registration entity is subject 
to all the usual GST registration and reporting rules. 

The main administrative benefit to a limited registration entity is that it has a quarterly GST 
period,42 and is only required to lodge GST returns and make payments of net amounts (GST 
liability) quarterly. In addition, there is no requirement to issue tax invoices on taxable 
supplies.43 

The main “detriment” associated with being a limited registration entity is that the entity cannot 
obtain input tax credits for GST paid on inputs.44 For many overseas entities, this is not a cost 
because many of them may not have any purchases (inputs) from an Australian GST registered 
entity. On the other hand, one reason why an overseas GST taxpayer may want to stay in the 
full GST registration system (that is, not elect to be a limited registration entity) is if they make 
“substantial” purchases of inputs from an [Australian based] GST registered entity. This way 
the overseas entity can obtain a credit for GST on those inputs. 

 

3.6 Calculation of GST on low value goods 

For vendors and EDP operators, the GST on the supply of low value goods is calculated using 
the normal GST provisions.45 That is, the amount of GST on a supply is 1/11th of the GST-
inclusive price of the supply.46 It should be noted that whilst the customs value is used to 
determine whether there is a supply of low value goods, it is not used in determining the amount 
of GST payable. GST payable is calculated from the price of the supply, which is often different 
to the customs value.  For example, the customs value excludes freight and insurance costs.  As 
freight and insurance form part of the supply of the goods, these costs are typically included in 
the consideration for the supply of the goods on which GST is calculated.47 

                                                           
41 GST Act, s 146(1).  
42 GST Act, s 146-25. 
43 GST Act, s 84-87(1). Note though that s 84-89 does impose an obligation on the limited registration entity to 
give a notice to the recipient of the supply of the amount of GST on the supply. 
44 GST Act, s 146-10(1). 
45 The calculation of GST of supplies made by redelivers does not follow the normal rules, reference needs to be 
made to s 84-91 of the GST Act. This is discussed further in part 3.8.4 of this paper. 
46 GST is 10% of the value of the taxable supply: GST Act, s 9-70.  The value of the taxable supply is price x 
10/11: GST Act, s 9-75. 
47 For further discussion, see EM to the LVG Act, [1.43] and [1.47] and LCR 2018/1 [186] – [188]. 
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Australian consumer law normally requires retailers to show prices inclusive of GST (if GST 
is applicable). If an offshore supplier is aware that GST is likely to apply to a supply, they 
should include the GST component in the total advertised price.  However, the supplier may 
not initially know whether GST will apply, as they will require information such as whether 
the goods are being sent to Australia, whether the recipient is a consumer etc. By way of 
example, if a vendor sells goods via their website to multiple countries, the prices shown for 
goods on their website would not be inclusive of GST (as not all customers would have to pay 
it). The ATO notes that in circumstances where it is considered less likely that GST will apply 
to the supply, it is acceptable for the supplier to display a message that notes the potential for 
additional taxes to apply. A GST-inclusive price can be shown once it becomes clear that GST 
applies.48   

 

3.7 Electronic distribution platforms  

3.7.1 What is an electronic distribution platform?  

An electronic distribution platform is defined as a service (including a website, internet portal, 
gateway, store or marketplace) that allows entities to make supplies available to end-users 
(customers) and is delivered by means of electronic communication.49 A website which allows 
buyers to make an offer for an item, and/or which allows vendors to accept orders by buyers, 
will be an EDP.50 eBay, Amazon Marketplace, Alibaba, Etsy are all examples.  On the other 
hand, a service that merely creates awareness of possible supplies, for example, through 
advertising or a click through advertisement which redirects you to a vendor’s website, will not 
be an EDP as it is not making supplies available to customers.51 The following example from 
the ATO demonstrates this type of scenario.    

 Example52  

“Tropicbird Books advertises its books on Great Egret, which is a website that only 
advertises businesses. If a buyer clicks on Great Egret's site they are redirected to 
Tropicbird Books' website where the books may be purchased. Even though the buyer 
is redirected to Tropicbird Books' website, the buyer is not able to make an offer for an 
item on Great Egret, and Tropicbird Books' acceptance of the order is not through Great 
Egret's site. Great Egret is not operating an EDP as its website does not enable supplies 
by vendors such as Tropicbird Books to be made to end-users. It instead provides online 
advertising to vendors like Tropicbird.” 

                                                           
48 LCR 2018/1, [176] – [178]. 
49 GST Act, s 84-70(1).  Section 195-1 states that “electronic communication” has the same meaning as in the 
Electronic Transactions Act 1999 (Cth).  Electronic communication is defined in s 5 of the Electronic 
Transactions Act, and is broadly the communication of information by means of electro-magnetic energy.  
50 ATO, Law Companion Ruling LCR 2018/2 GST on supplies made through electronic distribution platforms, 
[24]. 
51 LCR 2018/2, [24] – [26] 
52 LCR 2018/2, [31] (example 2).  
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The legislation also specifically provides that a service is not an EDP solely because it is: 

 a carriage service (such as those provided by internet service providers and 
telecommunications companies); or 

 a service consisting of one or more of the following: (1) providing access to a payment 
system; (2) processing payments; (3) providing ‘face value vouchers’ which are not taxable 
supplies.53  

 

3.7.2 When is an EDP operator treated as the supplier?  

If an offshore supply of low value goods is made through an EDP, the EDP operator is treated 
for GST purposes as: 

(a) as being the supplier of, and as making, the supply; and 
(b) as having made the supply for the consideration for which it was made; and 
(c) as having made the supply in the course or furtherance of an enterprise that the operator 

carries on.54   

This means that the EDP operator (and not the vendor) is required to count the value of the 
supply when determining whether GST registration is required.  Assuming registration is 
required, the EDP operator will be required to charge GST on the supply.  This will be the case 
both where the EDP operator assists in bringing the goods into Australia,55 and where the 
vendor assists in bringing the goods to Australia.56    

 

3.7.3 When is an EDP operator not treated as the supplier?  

In very limited circumstances, an EDP operator will not be treated as the supplier of the low 
value goods.  If all of the following conditions are met, the vendor will be responsible for the 
GST rather than the EDP operator:  

 A document relating to the supply issued to the recipient identifies the supply and the 
vendor as the supplier of the supply; 

 The vendor and the EDP operator have agreed in writing that the vendor is the entity 
responsible for paying GST for the supply; 

 The EDP operator does not authorise the charge to the recipient for the supply; 

 The EDP operator does not authorise the delivery of the supply; 

 The EDP operator does not set any of the terms and conditions under which the supply is 
made (either directly or indirectly). 57 

                                                           
53 GST Act, s 84-70(2).  
54 GST Act, ss 84-55 and 84-81. 
55 GST Act, s 84-77(2). 
56 GST Act, s 84-77(1). 
57 GST Act, s 84-55(4). 
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In relation to the final condition, the EM provides several examples of circumstances that 
would amount to the EDP operator indirectly setting one or more of the terms and conditions.  
The EDP operator indirectly sets a term or condition under which the supply is made if the 
EDP:  

 “requires the offer, acceptance or payment for the goods to be communicated through the 
electronic distribution platform service; 

 requires a seller to accept one or more specific payment methods or shipping/delivery 
methods to be used in fulfilling the transaction; 

 has or reserves the right to withhold the customer’s payment from the supplier until they 
confirm they are satisfied with the product; 

 provides a grievance or dispute management procedure for the seller and customers; 

 influences the price under which goods are sold, such as by offering a discount through a 
customer loyalty programme; 

 requires suppliers to meet particular performance requirements, such as those relating to 
the quality of the goods or requiring them to maintain a particular customer rating to use 
the platform; or 

 requires sellers to display a rating based on stipulated behaviours relating to that seller’s 
conduct on the platform.”58 

Based on the breadth of these examples, it would be difficult for an EDP operator to 
demonstrate that they did not indirectly set any of the terms and conditions under which the 
supply was made.  

 

3.7.4 Rationale for imposing GST obligations on EDP operators 

An EDP operator is not the supplier of goods sold through their platform.  Whilst subdivision 
84-C treats the EDP operator as the supplier if an offshore supply of low value goods is made 
through an EDP, they are not the actual supplier.59  It is the individual seller who is supplying 
the goods and, under the normal GST rules, it is the individual seller who would be responsible 
for charging GST (if the seller was registered or required to be registered).  

In the second reading speech of the LVG Bill, Scott Morrison, then Treasurer, explained the 
rationale for treating EDP operators as suppliers:  

“Including online marketplaces ensures that only a limited number of entities need to 
collect the GST, rather than the multitude of small, individual vendors making supplies 

                                                           
58 EM to the LVG Act, [1.131]. 
59 For example, eBay stated in their submission to the Economic Legislation Committee: “eBay is not a seller. 
eBay is a third-party online marketplace that simply connects buyers and sellers”: eBay (2017) Submission to the 
Economic Legislation Committee enquiry in to the Treasury Laws Amendment (GST Low Value Goods) Bill 2017, 
p. 3.     
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through these online marketplaces that compete with Australian retailers here in 
Australia.”  

Similarly, the explanatory memorandum to the Bill stated:  

“The operators of electronic distribution platforms are better placed to comply with 
GST obligations because they are generally larger and better resourced entities than 
individual suppliers.”60  

There is no doubt that a large online marketplace such as eBay is more likely to comply with 
GST obligations than small individual vendors. However, treating the online marketplace as 
the supplier of goods is inconsistent with the treatment of domestic transactions – an odd 
outcome since extending the GST to apply to low value imports was meant to level the playing 
field between overseas and Australian vendors.  For Australian vendors who sell items on eBay, 
it is the individual seller who is responsible for collecting and remitting GST on products they 
sell (if they are required to be registered). A seller who uses eBay, but isn’t carrying on an 
enterprise or does not meet the $75,000 turnover threshold, isn’t required to be registered and 
would not be required to collect GST on their sales. A large number of offshore eBay sellers 
would not have an Australian GST turnover of $75,000 or more (and may not even be carrying 
on an enterprise). If the aim of the legislation is to ensure consistency with Australian suppliers; 
GST shouldn’t be charged on low-value goods sold into Australia by an overseas vendor who 
is below the turnover threshold, merely because they use an online marketplace. The below 
example illustrates the inconsistency of treatment.  

 

Example 

Annelise, an individual who lives in California, recently watched the entire series of 
“Tidying Up with Marie Kondo” on Netflix. As a result she has been bitten by the 
decluttering bug, and is getting rid of items that don’t spark joy in her life. She gives 
some items to charity, but sells a few items of designer clothing on eBay. Once the 
goods sell on eBay, Annelise arranges postage of the items.    

eBay allows people and businesses to buy and sell goods worldwide, subject to eBay’s 
terms and conditions. eBay is an electronic distribution platform because it is a service 
that allows entities to use the platform to make supplies available to end-users that 
operates by means of electronic communication. eBay, as an EDP, has registered for 
GST, as their Australian GST turnover is well in excess of $75,000.   

Hayley, an Australian resident who lives in Sydney, purchases one of Annelise’s 
designer pairs of shoes for $200.  Hayley is not registered for GST and the shoes are 
for personal use. 

The pair of shoes has a customs value of $200, so is a low value good. The supply of 
the designer shoes is subject to GST as a taxable supply because it is a supply of a low 

                                                           
60 EM to the LVG Act, [1.121]. 
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value good that is purchased by a consumer and brought to the ITZ with the assistance 
of the supplier. 

As the supply of the shoes was made through eBay, the operator of eBay, rather than 
Annelise, is treated as having made the supply and is responsible for charging and 
remitting GST to the ATO.  

Alternative example 

Now let’s assume that instead of living in California, Annelise lives in Melbourne.   

The provisions in Subdivision 84 that deem eBay (as an EDP) to be the supplier no 
longer apply, as goods are not being brought into the ITZ.   

Annelise, as the vendor, is the supplier.  Annelise is not carrying on an enterprise as she 
is merely disposing of a few of her pre-owned clothes, and she would not have a 
reasonable expectation of profit or gain. She would therefore not be registered for GST.   

In this scenario, no GST would be charged on the sale of the designer shoes.  As 
Annelise is not registered (or required to be registered) for GST, she is not making a 
taxable supply.   

 

3.8 Redeliverers 

3.8.1 What is a redeliverer?  

An entity is a redeliverer in relation to a supply of low value goods if, as a result of an 
arrangement with the recipient of the supply (or another entity acting on the recipient's behalf), 
the entity, in the course of carrying on an enterprise: 

(a) delivers the goods into the ITZ, or procures, arranges or facilitates the delivery of the goods 
into the ITZ; and 

(b) does one or more of the following: 
(i) provides use of an address outside the ITZ to which the goods are delivered; 
(ii) procures, arranges or facilitates use of an address outside the ITZ to which the goods 

are delivered; 
(iii) purchases the goods; 
(iv) procures, arranges or facilitates purchase of the goods.61 

Essentially, a redeliverer provides an address outside Australia to which goods are delivered, 
and then “redelivers” the goods to Australia.  It also includes personal shoppers.   

 

  

                                                           
61 GST Act, s 84-77(4). 
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3.8.2 Who is not a redeliverer? 

Law Companion Ruling LCR 2018/3 provides examples of entities who do not fall within the 
definition of redeliverer.  These are transport or freight forwarders; entities that buy and resell 
goods; and entities that are not carrying on an enterprise.62   

A transporter or freight forwarder (for example, well known express carriers such as DHL or 
FedEx) who brings goods to Australia will not fall within the definition of redeliverer, unless 
they also that do one or more of the activities listed above (e.g. providing the use of an address 
outside the ITZ).63  Further, even if the definition of redeliverer was met, the transporter or 
freight forwarder would not be responsible for the GST on the supply if a vendor or EDP 
operator assisted in bringing the goods to Australia.  For example, if a vendor engaged the 
transporter to bring the goods to Australia, it is the vendor who would be responsible for the 
GST.64 

An entity that purchases goods and then resells them to a consumer is a vendor, and cannot 
also be a redeliverer in relation to the goods.  On the other hand, an entity that purchases goods 
as an agent of a consumer (and is reimbursed for their purchase rather than reselling it) will be 
a redeliverer if the other requirements of s 84-77(4) are met.65  

An entity can only be a redeliverer if they are carrying on an enterprise.  Overseas friends or 
relatives who assist in purchasing low value goods, or arrange for the goods to the sent to 
Australia will therefore not be redeliverers.66  

 

3.8.3 When is a redeliverer treated as the supplier?  

There will be an offshore supply of low value goods if the low value goods are delivered to a 
place outside the ITZ and a redeliverer delivers the goods (or procures, arranges or facilitates 
the delivery of the goods) into the ITZ.67 When this occurs (unless there has been an offshore 
supply of low value goods under another provision of the Act), the redeliverer will be taken as: 

 being the supplier of, and as making, the supply; and 

 having made the supply for the consideration for which it was made; and 

 as having made the supply in the course or furtherance of an enterprise that the redeliverer 
carries on.68 

If the redeliverer is registered or required to be registered for GST, they will need to account 
for GST on the supply (assuming the supply is not otherwise GST-free or input taxed). In 

                                                           
62 ATO, Law Companion Ruling LCR 2018/3 When is a redeliverer responsible for GST on a supply of low value 
imported goods?, [22] – [27]. 
63 GST Act, s 84-77(4)(b). 
64 LCR 2018/3, [25]. 
65 LCR 2018/3, [25]. 
66 LCR 2018/3, [27]. In this situation, the low value goods would not be a taxable supply and would not be subject 
to GST.  (They would also not be a taxable importation if the item is a low value good).  
67 GST Act, s 84-77(3)(b).  
68 GST Act, s 84-81(4).  
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determining whether GST registration is required, they will need to account for the value of 
these low value supplies in their GST turnover.  

 

3.8.4 Calculation of GST for redeliverer  

Where a redeliverer is responsible for GST, they will need to charge the consumer GST not 
only on the taxable supply of goods they are treated as making, but also their taxable supply of 
services to the consumer.69   

The amount of GST on offshore supplies of low value goods made by redeliverers is 10% of 
the price paid by the consumer (as opposed to 1/11th of the price).70  This is due to the fact that 
the overseas vendor will not have charged GST when they shipped the goods to the redeliverer, 
as the goods were not entering the ITZ.       

In order to calculate the amount of GST payable, redeliverers will need to determine the total 
amount the consumer paid the vendor for the goods. The ATO advises that a statement by the 
customer as to the amount paid for the goods will not, of its own, be sufficient to substantiate 
the total amount paid by the customer.71 Instead, the redeliverer should seek documentation 
such as a copy of the invoice issued by the vendor72  

The services provided by the redeliver to the consumer will also be a taxable supply. The 
redeliverer will therefore need to charge the consumer GST on the amount paid for their 
services – including any amounts charged for international transport.73 The amount of GST on 
these services is 10% of the GST exclusive price charged to the consumer (1/11th of the GST-
inclusive price).  

The following example is taken from Law Companion Ruling LCR 2018/3.  It provides the 
example of a personal shopper redeliverer and the subsequent calculation of GST.  

 

Example 

“Miranda operates an enterprise in the UK that provides a personal shopping service to 
customers in Australia. Imogen uses Miranda's personal shopping service. 

Miranda buys clothes as an agent of her Australian customers, by purchasing them in 
person or via the internet from UK stores. She purchases the clothes that Imogen 
requests from stores in London as Imogen's agent. The UK stores have no role in 
bringing the goods to Australia. Miranda arranges for a transport company to deliver 
the clothes to Imogen's address in Australia. 

                                                           
69 LCR 2018/3, [44]. 
70 GST Act, s 84-91. 
71 LCR 2018/3 [51].  
72 LCR 2018/3 [49].  This could be obtained from the consumer, or direct from the vendor.  The ATO give the 
example of an invoice being sent with the goods to the offshore mail facility.    
73 The supply of international transport is not GST-free if it relates to a taxable supply of goods; and the entity 
treated as making the supply of the goods is a redeliverer. 
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Miranda is a redeliverer because she: 

 purchases the goods as an agent for Imogen 

 arranges the delivery of the clothes to Australia, and 

 has an arrangement with Imogen under which she undertakes these activities, which 
she does in the course of carrying on an enterprise. 

Imogen paid $720 for the goods that Miranda purchased as her agent. This included 
$20 for the cost of shipping from the UK stores to Miranda's address overseas. Miranda 
charged Imogen $40 (exclusive of GST) for her services as a redeliverer in bringing the 
goods to Australia. 

As the customs value of the goods is $1,000 or less (being $720), the supply is a supply 
of low value goods.  Miranda is registered for GST, and she determines that the supply 
is a taxable supply. 

Miranda charges Imogen $836, made up of: 

$720 to reimburse Miranda for the purchase of the goods (including the $20 fee for 
delivery to Miranda's UK address) 

$72 in GST, which is 10% of the $720 Imogen paid for the goods 

$40 for Miranda's facilitation and delivery services, and 

$4 in GST, which is 10% of Miranda's $40 GST exclusive fee for her services. 

Miranda returns $76 in GST ($72 plus $4) to the ATO when she lodges her GST 
return”.74 

 

4. INTERACTION WITH CURRENT LAW 

4.1 Overview 

The obligations imposed on overseas vendors (or EDPs and redeliverers) under the new law 
are only in relation to the supply of low value goods.  The new regime for the taxation of low 
value goods operates broadly as an additional regime to the existing regime of taxing goods 
with a value in excess of $1,000 at the border as a taxable importation.   

 

4.2 Taxable importations   

4.2.1 Taxable importations  

The GST treatment of taxable importations is largely set out in Division 13 of the GST Act.  
Goods imported into Australia will generally be subject to GST as a taxable importation. 
Taxable importation is defined in s 13-5 as follows: 

                                                           
74 LCR 2018/3, [19] – [21] (example 2) and [59] – [63] (example 5).  
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(1) You make a taxable importation if: 

(a) goods are imported; and 

(b) you enter the goods for home consumption (within the meaning of the Customs Act 
1901 (Cth)). 

The liability for GST on taxable importations falls on the importer. This is provided for by s 
13-15, that states: “You must pay the GST payable on any taxable importation that you make.” 
If the purchaser is the importer of the goods, he or she (and not the supplier) will be liable for 
GST on the goods (assuming it is not a non-taxable importation). Goods are imported by the 
entity who causes the goods to be brought into Australia.75 Section 13-5 specifically notes that 
there is no requirement for the importer to be registered for GST and the importer does not 
need to be carrying on an enterprise 

Under s 13-20, the amount of GST payable on the taxable importation is 10% of the value of 
the taxable importation, the value being the sum of: the customs value of the goods imported, 
the amount paid for transport and insurance, the customs duty payable, and wine equalisation 
tax (if applicable). GST, customs duty and border clearance fees are to be paid to Australian 
Border Force (ABF) before the consignment is released to the importer.76 An importer who is 
registered for GST can claim an input tax credit on the taxable importation, if the taxable 
importation was made in carrying on an enterprise and for a creditable purpose.77 

 

4.2.2 Non taxable importations  

An importation is not a taxable importation to the extent that it is a non-taxable importation,78 
defined in s 13-10 as an importation that is either: 

(a) a non-taxable importation under Part 3-2; or 

(b) it would have been a supply that was GST-free or input taxed if it had been a supply. 

In relation to low value goods, two provisions in Part 3-2 are relevant.  

The first is s 42-5(1), which provides that “a consignment of goods, as prescribed by by-law, 
whose value is less than the amount prescribed by by-law” are non-taxable importations.  The 
amount prescribed by by-law for the purposes of this item is a customs value of less than 
$1,000.01. Prior to the introduction of the LVG Act, that meant that goods below that value 
were exempt from GST.  The introduction of the LVG Act means that goods below this value 
may be subject to GST at the point of sale (if the requirements in Subdivision 84-C are met). 
Regardless of whether GST has been applied at the point of sale, consignments with a customs 
value of less than $1000.01 will continue to be classed as non-taxable importations.   

                                                           
75 R v Bull [1974] HCA 23 at paragraph 10 (per Gibbs J) and paragraph 122 of GSTR 2003/15. 
76 The exact process for this will vary based on whether the parcel arrives by mail, air cargo or sea cargo. For 
more details see for example, Productivity Commission (2012), above n 10, pp. 182-187. 
77 GST Act, ss 15-5, 15-10 and 15-15. 
78 GST Act, s 13-5. 
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The second relevant exemption is contained in s 42-15.  Introduced by the LVG Act, it makes 
a supplier taxed offshore supply of low value goods exempt if certain notification requirements 
are complied with. This exemption was introduced to avoid situations of double taxation – that 
is, taxation at the point of sale under the LVG rules and taxation at the border under the taxable 
importation rules. The situations where double taxation could occur are described below.  

 

4.3 Double taxation concerns  

4.3.1 Overview 

The main reason for potential overlap of the LVG system and the taxable importation system 
is due to the definition of “supply of low value goods” in s 84-79. As discussed earlier, a supply 
of goods is a supply of low value goods if one or more of the goods making up the supply are 
low value goods. This means that consignments with a total customs value exceeding $1,000 
may still be a supply of low value goods under the new law. This could occur in two ways: 
either through the supply of multiple low value goods in one consignment; or the supply of 
both low value and high value goods in one consignment. Each of these are explained below 
with the resulting tax outcomes.    

 

4.3.2 Supply of multiple low value goods  

A consumer may purchase multiple low value goods in the one transaction, which total over 
$1,000. The supply will be treated as one supply of low value goods, even though the total 
customs value of the transaction is over $1,000.79 In this scenario the supply of low value goods 
will be connected with Australia, and the supplier (or EDP operator or redeliverer) will be 
required to charge GST. However, if the goods are sent in one consignment, they will (ignoring 
any potential exemptions) be taxed at the border as a taxable importation, as the customs value 
of the consignment is over $1,000. This would result in double taxation: taxation at the point 
of sale and taxation at the border.       

In an attempt to minimise these situations occurring, an offshore supply of low value goods 
will not be connected with Australia if the supplier (or the entity treated as the supplier), 
reasonably believes there will be a taxable importation.80 In order for this exception to apply, 
the supplier (or entity treated as the supplier) must:  

(a) have taken reasonable steps to obtain information about whether or not the goods would 
be imported into the ITZ as a taxable importation; and 

(b) have reasonably believed (after taking those steps) that the goods would be imported 
into the ITZ as a taxable importation.  

                                                           
79 GST Act, s 84-79(2). 
80 GST Act, s 84-83. 
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If these requirements are satisfied, the supply will not be connected to the ITZ and no GST will 
have been charged at the point of sale, thereby relieving double taxation.   

 

4.3.2.1 Example  

By way of example, an Australian consumer (Paul) purchases six $200 business shirts from an 
overseas vendor (Lux Shirts).  Lux Shirts is registered for GST. Paul purchases all six shirts in 
the one transaction, so there is one supply of low value goods. However, as the customs value 
is over $1,000 (assuming the goods enter Australia as one consignment), there will be a taxable 
importation, and Paul will be charged GST at the border. If Lux Shirts, after taking reasonable 
steps, reasonably believed that the shirts would be imported as a taxable importation (as they 
were aware that the goods would be shipped in the one consignment with a customs value 
above $1,000), the exception in s 84-83 will apply. Lux Shirts would not have charged Paul 
GST, despite the fact that there was an offshore supply of low value goods, as it would not be 
connected with the ITZ. Double taxation has not occurred as the goods have only been taxed 
at the border, and not at the point of sale.  

However, now assume that Paul purchased the shirts in two different transactions, totalling 
$600 each (3 x $200). At the time of each transaction, Lux Shirts did not have a reasonable 
belief that the goods would be imported as a taxable importation (as the total of each transaction 
was below $1,000). GST will have been charged at the point of sale.  Before shipping the 
goods, Paul contacts Lux Shirts and asks them to send all the items in one consignment to 
reduce shipping costs.  When the goods arrive in Australia, they would be taxed as a taxable 
importation as the customs value of the consignment is above $1,000.  One of two potential 
outcomes would then occur. 

The first potential outcome is that s 42-15 could apply to the transaction.  Under s 42-15, an 
importation of goods is a non-taxable importation to the extent that a supply of the goods was 
a supplier-taxed offshore supply of low value goods.  A supplier-taxed offshore supply of low 
value goods is an offshore supply of low value goods that is a taxable supply solely under s 9-
5 and is connected with the ITZ solely because of Subdivision 84-C.81  The exemption in s 42-
15 only applies if the Comptroller-General of Customs is notified that the supply was a taxable 
supply at or before the time by which the taxable importation would have been made.82 The 
notice must be given, in the approved form, by or on behalf of the importer of the goods.83 The 
approved form requirements will be met if the import declaration for the goods includes the 
GST registration number of the supplier, and information indicating which goods were a 
taxable supply (which will be displayed by use of a GST-paid exemption code).84 

Therefore, in our above scenario, if Lux Shirts had provided an import declaration with the 
necessary information, s 42-15 would apply.  The entire supply would be treated as a non-

                                                           
81 GST Act, s 84-85(3).  
82 GST Act, s 42-15(2).  
83 GST Act, s 42-15(3).  
84 LCR 2018/1, [212]. 
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taxable importation (as all goods were low value goods).  Double taxation has not occurred, as 
Paul has not been charged any GST at the border.  

The second potential outcome that could occur happens if the requirements of s 42-15 are not 
met (for example, if Lux Shirts had not provided the necessary information on the import 
declaration to meet the notice requirements). The shirts will be treated as a taxable importation 
and Paul will be charged GST at the border. At this point, double taxation has occurred as Paul 
was charged GST by Lux Shirts, and also GST at the border. To relieve the double taxation, 
Paul would need to seek a refund from Lux Shirts under s 84-85. 

Section 84-85 applies to supplier-taxed offshore supplies of low value goods that were also a 
taxable importation.  Under that section, the supply ceases to be a taxable supply to the extent 
that: 

 The recipient has been reimbursed for any GST that has been passed on in relation to the 
supply; and  

 The recipient has provided a declaration or information that indicates GST has been paid 
on the taxable importation of the goods.  

If these requirements are met, a decreasing adjustment will occur for the supplier.85  

 

4.3.3 Supply of low and high value goods in the one transaction  

The second scenario where double taxation could potentially occur is where a consumer 
purchases low value goods and high value goods in the one transaction.  Only part of the goods 
supplied are low value goods.  The LVG Act treats such a supply of goods as if it were two 
separate supplies. The first supply consists of all goods which individually are low value goods 
(regardless of the total value of those goods) and is a supply of low value goods.  The second 
supply consists of the remaining goods supplied in the transaction and is not a supply of low 
value goods.86    

 

4.3.3.1 Example 

Assume the same facts in example 4.3.2.1, however rather than purchasing six shirts for $200 
each, Paul purchased one shirt for $200 and a business suit for $1,050.  Section 84-79(2) splits 
the transaction into two supplies: the first supply consisting of the business shirt (a supply of 
low value goods), and the second supply consisting of the suit (not a supply of low value 
goods).   

As a starting point, (before considering any potential exemptions), Lux Shirts will be required 
to charge GST on the shirt, as it is an offshore supply of a low value good that is connected 
with the ITZ.  Lux Shirts will not be required to (and should not) charge GST on the suit as it 

                                                           
85 See Division 142 of the GST Act.  
86 GST Act, s 84-79(2).  
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is not a supply of low value goods. As in the preceding example, if Lux Shirts reasonably 
believes that the shirt will be imported as a taxable importation (as it will be imported in a 
consignment with a customs value over $1,000), s 84-83 will apply to the transaction. The shirt 
will no longer be connected to the ITZ and as such, will not be a taxable supply. Lux Shirts 
will not charge GST on the shirt, and as already noted, they will not have charged GST on the 
suit as it is not a low value good. There will be no tax at the point of sale.  Both goods will be 
taxed at the border as a taxable importation, and no double taxation will occur.     

If Lux Shirts did not reasonably believe that there would be a taxable importation, Lux Shirts 
would have charged GST on the sale of the shirt. Ignoring the application of s 42-15 for a 
moment, if the goods are shipped in the one consignment, there will be a taxable importation. 
GST would be applied at the border on the entire consignment. At this point, there has been 
double taxation in relation to the shirt. Paul would need to seek a refund of the GST charged 
by Lux Shirts (on the basis of s 84-85). The suit has not been subject to double taxation – as it 
was not a low value good, it was only subject to GST at the border and not at the point of sale. 

If Lux Shirts complies with the notice requirements under s 42-15, the exemption under s 42-
15 will apply in relation to the shirt, on the basis that it was a supplier-taxed offshore supply of 
low value goods. The shirt would no longer be considered a taxable importation. GST would 
still be charged at the border on the suit, as the s 42-15 exemption only applies to the extent 
that the supply was a supplier-taxed offshore supply of low value goods.  As a non-low value 
good, Lux Shirts did not charge GST on the suit.  The end result is that the shirt is taxed at the 
point of sale and the suit is taxed at the border. 

Finally, let’s assume for a moment that Lux Shirts had incorrectly treated the suit as a taxable 
supply (and as a result, charged Paul GST). Section 42-15 only exempts a supplier-taxed 
offshore supply of low value goods. As a high value good, the suit cannot meet the requirements 
of being a supplier-taxed offshore supply of low value goods.  Therefore, even if the notice 
requirements were complied with, s 42-15 would only apply to the shirt (and not the suit).  In 
this scenario, the shirt has only been subject to taxation at the point of sale, but the suit has 
been subject to taxation at the point of sale and at the border. Paul would need to seek a refund 
of the GST that Lux Shirt’s incorrectly charged on the suit. As no GST was applied at the 
border on the shirt, (due to s 42-15), Paul would not be able to claim a refund on the GST 
charged by Lux Shirts on the shirt.  

 

5. RESPONSE TO REFORMS 

5.1 Background debates on model to tax low value imported goods 

In the course of the long debate on whether to tax and how to tax low value imported goods, 
policy-makers have frequently baulked at an overseas vendor registration model. The main 
concern with such a model is getting a high degree of compliance, which in large part is due to 
a lack of physical presence of the foreign vendor in Australia. As noted earlier in this paper, 
the LVPPT did not consider that an overseas vendor registration model would be sufficient as 
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a standalone reform. The government concurred with that assessment. Given this background, 
the government’s announcement in August 201587 that an overseas vendor registration model 
was to apply took the authors by surprise, particularly as it appeared to be a standalone reform.88  
At the time of the announcement, the government also seemed to have little information on the 
number of suppliers that would be impacted by the reform.89 Widespread non-compliance 
would significantly undermine the integrity of the GST regime in this area. A similar point can 
be made if most ATO compliance activities are targeted just on “big” taxpayers with little 
compliance attention focused on smaller taxpayers. 

 

5.2 Initial response by suppliers  

On 23 March 2017, the Senate referred the provisions of the LVG Bill to the Economics 
Legislation Committee for inquiry. A number of those submissions raised concerns in relation 
to compliance and enforcement. Submissions from overseas suppliers also raised concerns as 
to the complexity of the legislation, and the changes that would need to be made to their online 
systems in order to comply with the legislation.90 There was significant opposition to the 
requirement of EDPs to register.  Unsurprisingly, a large amount of opposition in relation to 
EDP registration came from EDPs – such as eBay, Alibaba, Etsy and Amazon.91 For example, 
eBay stated in their submission:  

“The Treasury Laws Amendment (GST Low Value Goods) Bill 2017 has been hastily 
introduced and is unworkable. Indeed no other country is progressing down the path of 
an electronic distribution platform collection model. Australia is introducing a 
unilateral law that is currently not in place anywhere else in the world.”92   

The submissions from EDPs also raised significant concerns in relation to compliance, 
claiming that the government was expecting low compliance with the measure (as low as 
25%).93 They came to this conclusion by taking the amount listed as the financial impact in the 
Explanatory Memorandum to the Bill (which were taken from the 2016-17 Federal Budget) 
and comparing it to the amount listed in the tax expenditures statements as the amount of 
foregone GST revenue if the LVT continued. The Explanatory Memorandum estimated a GST 
revenue gain of $70m in 2017-18 (the first year when the overseas vendor registration model 

                                                           
87 The Hon Joe Hockey, Statement: Council on Federal Financial Relations Tax Reform Workshop, 21 August 
2015. 
88 See for example: Bain, K “Three Holes in Hockeys plan to levy GST on overseas purchases” The Conversation 
(August 24, 2015) <https://theconversation.com/three-holes-in-hockeys-plan-to-levy-gst-on-overseas-purchases-
46460>. 
89 When asked during a press conference how many overseas vendors would be required to register for GST, 
Hockey’s response was: “There could be hundreds … there could be a very large number” and then “I’ll come 
back to you about the specific figures that we have, but we’re working to improve that data”. 
90 See for example: ASOS (2017) Submission to the Economic Legislation Committee enquiry in to the Treasury 
Laws Amendment (GST Low Value Goods) Bill 2017.     
91 Amazon is both a seller and an EDP: Amazon (2017) Submission to the Economic Legislation Committee 
enquiry in to the Treasury Laws Amendment (GST Low Value Goods) Bill 2017, p. 5.     
92 eBay, above n. 59, pp. 3, 5.  
93 Alibaba, eBay and Etsy (2017) Joint Submission to the Economic Legislation Committee enquiry in to the 
Treasury Laws Amendment (GST Low Value Goods) Bill 2017, p. 5; Amazon, above n. 91, p. 30.      



DRAFT – do not cite without authors’ permission 

24 
 

was intended to operate), increasing to $100m in 2018-19 and $130m in 2019-20.94 Amazon 
compared the $130m figure for the 2019-20 year to a figure of $480m which was given as the 
amount of foregone revenue for the 2018-19 year in the 2015 Tax Expenditures Statement.  
This gave a compliance rate of 27%.95 With respect, the methodology used by Amazon (and 
Alibaba, eBay and Etsy) is flawed. Amazon acknowledged that the two figures “were provided 
in separate documents” and may have used different methodologies.96 It is the opinion of the 
authors that the government may have erred on the side of caution in their budget estimates. 
Further, the tax expenditure estimate is of low reliability. In the years since the LVT came 
under scrutiny, the tax expenditure estimates in relation to the LVT decreased significantly. 
For example, in the 2012 tax expenditure statement, the foregone revenue amount for the 2015-
16 period was estimated to be $860M. In the 2015 tax expenditure statement, the estimated 
foregone revenue for 2015-16 was expected to be $430M – only 50% of the figure given for 
the same period in the 2012 statement.   

In response to the changes to the GST rules, on 31 May 2018, Amazon announced that from 1 
July, Australian consumers would be directed to the Amazon Australia site and would not be 
able to purchase goods from its international websites.97  They later backtracked on this policy 
in response to customer complaints, and resumed shipping to Australia from its US store from 
midnight November 22.98 Whilst eBay went as far as stating in their Senate inquiry submission 
that: “Regrettably, the Government’s legislation may force eBay to prevent Australians from 
buying from foreign sellers”,99 they did not proceed with any policy changes.  

 

5.3 Initial impact in terms of registration and revenue   

The imposition of GST on low value imports from overseas retailers only came into effect on 
1 July 2018.  With an operation of less than nine months, it is too early to make any definitive 
comments in relation to compliance or revenue collection. However, some preliminary figures 
indicate a better response to the overseas vendor registration model than expected.  

In responding to a Senate Economics Legislation Committee Question on Notice in late 
October 2018, the ATO stated:  

“As at 7 December 2018, there were 1,070 registrants in the simplified system reporting 
GST on low value goods. There are also at least 50 entities registered in the full system 
reporting GST on low value goods (this includes Australian businesses who use 

                                                           
94 EM to LVG Bill, p. 3. 
95 It is not known why Amazon compared the 2019-20 figure (rather than the 2018-19 figure) in the budget 
estimates to the 2018-19 tax expenditures statement.  However, following their (albeit flawed) methodology, this 
would have given an even lower compliance rate of $100m / $480m = 21%.    
96 Amazon, Submission to Senate Enquiry, p. 30. 
97 See for example: <https://www.smartcompany.com.au/industries/retail/amazon-bans-australians-gst-retail-
industry/> 
98 See for example: <https://www.businessinsider.com.au/amazon-us-store-shipping-to-australia-2018-11> 
99 eBay, above n. 59, p. 3.  
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offshore third parties to fulfil customer orders directly).  Revenue for the first quarter 
of 2018-19 tracked well ahead of Budget estimates.”100  

In a speech given by Stuart Roberts MP on 20 March 2019, he stated that GST revenue 
collected in the first three months of operation was $81m. However, he acknowledged that 
there were hurdles in implementing a vendor registration model, and stated that the government 
was continuing to work on ensuring that all eligible businesses comply with the measure.101 

 

6. COMPLIANCE CHALLENGES AND ISSUES 

6.1 Compliance levels relies on identifying taxpayers and ensuring they accurately report 
and pay liabilities 

Identification of taxpayers required to be GST registrants is a necessary first step in achieving 
compliance of those taxpayers with the GST system. From there, ensuring those taxpayers 
accurately report and pay their obligations is a necessary second step in achieving compliance. 

While Australia’s model for taxing low value imported goods can be broadly described as a 
overseas vendor model, it is not a full overseas vendor GST/VAT model because of the rule 
that makes electronic distribution platform (EDP) operators a GST taxpayer. By making EDP 
operators a GST taxpayer means that the actual vendors of goods are removed from the GST 
system. The same point applies, but to a lesser extent, to the rule that makes redeliverers a GST 
taxpayer. Making an EDP operator the taxpayer legislates a range of overseas vendors out of 
the system and replaces them with one taxpayer (EDP operator). A similar point can be made 
with redeliverers, perhaps to a smaller extent. 

The concentration of a higher number of low value imported goods (supplies) in a lesser 
number of entities (taxpayers) works favourably in respect to the two central challenges 
regarding compliance under an overseas vendor model GST, namely, identifying taxpayers and 
ensuring they accurately report and pay obligations. The aggregation or concentration of 
taxable supplies achieved through the EDP operator measure(s) is a major design feature that 
has the potential to significantly boost compliance levels on low value imported goods, 
compared to a model that insisted on the actual vendor being the taxpayer. To a lesser extent, 
the same point can be made for redeliverers.  

Trying to identify the numerous vendors that make supplies through a platform operator would 
not be a simple and straight-forward task. On the other hand, trying to identify the operator that 
is facilitating the supplies of these numerous vendors is much easier. Further, ensuring the 

                                                           
100 2018-19 Supplementary budget estimates (hearing date 24/10/2018), Question 52 asked by Chris Ketter.  
ATO response given 21/12/2018. Available at:   
<https://www.aph.gov.au/api/qon/downloadestimatesquestions/EstimatesQuestion-CommitteeId3-
EstimatesRoundId4-PortfolioId17-QuestionNumber52>  
101 The Hon Stuart Robert (20 March 2019) “Address to the 5th OECD Global Forum on Value Added Tax, 
Melbourne Convention Centre”, available at: <http://srr.ministers.treasury.gov.au/speech/007-2019/> 
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platform operator complies with their GST obligations is a much easier task than ensuring each 
of those smaller suppliers complied with GST obligations. 

 

6.2 Foreign enforcement aspect 

6.2.1 Limitations in ATO acting unilaterally 

In terms of a unilateral act, a country like Australia cannot (and will not) send its representatives 
(in this case, the ATO) to another country to gather information with the aim of identifying 
Australian taxpayers, and verifying they are complying with our GST law. This would involve 
a breach of the territorial sovereignty of the foreign country, with all the damage that goes with 
that. We do not have this unilateral power, jurisdiction, freedom, etc., in verifying compliance. 
Indeed, even lesser “incursions” into foreign territories can bring a degree of contention (e.g. 
requesting information from taxpayers, serving them with notices, serving reminders). In 
addition, again as a unilateral act, the ATO does not have access to the foreign jurisdiction’s 
courts and its court processes and procedures in order to enforce a liability raised against the 
foreign taxpayer.102 

Put shortly, none of these limitations or restrictions are present where the taxpayer is located 
on Australian soil. Accordingly, subject to the comments below, ensuring overseas entities 
comply with the GST regime is not on fully on the same footing as ensuring local taxpayers 
comply. Of course, just like local taxpayers, many overseas taxpayers that are required to be 
GST registrants under the new measures will voluntarily come forward and comply with the 
new measures. 

 

6.2.2 International agreements extend ATO’s reach on enforcement 

Australia has entered into numerous agreements (or treaties or conventions) with other 
countries (and jurisdictions) that provide or incorporate assistance in identifying taxpayers, 
issuing assessments and in collecting tax liabilities.103 Not all these agreements apply to a goods 
and services tax. Like Australia, these other countries have legislated these agreements into 
their domestic law thereby imposing obligations on revenue agencies of a country to provide 
the required assistance to a requesting revenue agency from the other country. 

In addition, like Australia, many other countries have become signatories to the Convention on 
Mutual Administrative Assistance in Tax Matters.104 This convention applies to a goods and 
services tax. Again, like Australia, many countries have legislated this convention’s 
requirements into their domestic law and/or have already got the domestic law basis for giving 
effect to obligations under this convention. 

                                                           
102 Government of India v Taylor and Anor [1955] AC 491 at 503-508. 
103 Here we are referring to Double Tax Agreements (DTAs) and Tax Information Exchange Agreements (TIEAs). 
104 Council of Europe and OECD, Convention on Mutual Administrative Assistance in Tax Matters, 2010. 
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Overall, these mechanisms provide an avenue to the ATO to overcome its inability to act 
unilaterally in certain areas. The assistance that can be obtained from a foreign revenue agency 
can span the whole range of areas that touch on the ability of a revenue agency to collect a tax 
debt from a foreign taxpayer. The assistance can include: 

(i) collecting or exchanging information concerning taxpayers; 

(ii) serving documents, notices, reminders, assessments, etc, to taxpayers; 

(iii) using court processes to conserve assets that may otherwise be dissipated; and 

(iv) collecting taxes from the taxpayer on behalf of the revenue agency that levied the tax. 

While the presence of these international assistance mechanisms can improve compliance, 
there are some limitations. First, seeking assistance from a foreign revenue agency is not a “run 
of the mill” thing. A decision to request assistance is not taken lightly because the foreign 
revenue agency is being asked to divert its resources away from its needs. Further, there are 
some internal105 and external procedures to comply with before the ATO can seek assistance.106 

Secondly, under the Convention on Mutual Administrative Assistance in Tax Matters, there are 
circumstances where requests for assistance can be denied as of right. They include the 
requirement that the requesting state has pursued all reasonable measures available under its 
own laws and practices.107 In regard to recovery of a tax debt, a request can be denied where 
the administrative burden to the requested state is disproportionate to the benefit derived by the 
requesting state.108 

In the end, for some taxpayers, some level of foreign revenue agency intervention will likely 
be required to achieve compliance. Overseas suppliers determined to not pay this new GST 
liability will be aware of the challenges faced by the ATO and are likely not to voluntarily co-
operate. Careful and targeted use of the penalty regime may assist in persuading some of these 
taxpayers to comply. The ATO have also recently noted that: 

“The ATO does work with other jurisdictions to gain compliance through our international 
treaties and networks created as a result of those treaties where appropriate. …non-compliance 

                                                           
105 The ATO has a GST Exchange of Information section (GST EOI section). All requests of a foreign revenue 
agency must be submitted to the GST EOI section for approval: Practice Statement Law Administration PSLA 
2007/13. 
106 A lot of the procedural requirements are to advise the requested state of the nature of the request so that it can 
be actioned, but one requirement is an assurance that the request is in conformity with the laws and practice of the 
requesting state and that the requesting state has pursued all reasonable measures available under its own laws 
and practices: Council of Europe and OECD, Convention on Mutual Administrative Assistance in Tax Matters, 
2010, Article 18. 
107 Article 21(2) of the Council of Europe and OECD, Convention on Mutual Administrative Assistance in Tax 
Matters, 2010. 
108 Article 21(2) of the Council of Europe and OECD, Convention on Mutual Administrative Assistance in Tax 
Matters, 2010. One instance of this is where the cost of collection is more than the tax debt: paragraph 206 of 
Council of Europe and OECD, Commentary on the Provisions of the Convention on Mutual Administrative 
Assistance in Tax Matters, 2010.  
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in one country typically means broader non-compliance. Countries are clear on wanting to 
cooperate and they are increasingly working better together to address non-compliance.”109 

 

6.3 ATO’s approach to risk of non-compliance 

The biggest challenge facing the ATO in administering the low value goods regime is 
identifying taxpayers that should be GST registrants. Education programs alone will bring 
many foreign taxpayers into the GST regime. However, some entities required to register will 
deliberately not register. The latest available figures are that there are over 1,000 limited 
registration entities under the low value goods measure. There is a smaller number of entities 
that have full GST registration.110 It is impossible to know at this early stage how many entities 
should be registered under the low value goods measure. From this, it is also impossible to 
know how much lost revenue is involved. 

The ATO has indicated that there will be a one-year education phase, but it will not hesitate to 
use enforcement action should an entity not respond to ATO correspondence suggesting the 
entity should be in the GST system. The ATO also indicated that it expects to take the usual 
risk assessment procedures to identify entities not registering when required to do so, which 
includes, searching customs data, third party data, financial data (and even acting as an 
Australian consumer). In addition, the ATO stated it has no hesitation in dropping “a hint” in 
the appropriate place that if an entity is resisting complying with Australia’s GST regime, it is 
also likely to be resisting compliance with the home country’s income tax rules as well.111 

 

6.4 Back-up taxing point at border 

If there is a lack of compliance with the overseas vendor registration model, many low value 
importations that should be subject to GST at the point of sale will enter Australia on an unpaid-
GST basis.  In an earlier article, (before the details of the model were legislated), the authors 
canvased the issues of whether measures should be put in place to identify and tax these items 
at the border. 112 In that article, the authors stated the following:    

 “Having a back-up taxing point would slow down the processing of low value parcels at the 
border, and would cause delays in delivery times. It would also be costly. Further, for a back-
up taxing point to work, ABF would have to have systems for distinguishing “GST paid goods” 
from “GST unpaid goods”. This could for example, take the form of a “tagging system”, but 
the integrity of such a system would be crucial. 

                                                           
109 Email to authors dated 23 March 2019 from Mr Ian Ayrton, Director - GST New Measures in ATO. 
110 Email to authors dated 23 March 2019 from Mr Ian Ayrton, Director - GST New Measures in ATO. It should 
also be noted that the assistant treasurer recently stated that over 1,500 offshore businesses have registered under 
both measures (low value goods and digital services measures): Hon Stuart Robert MP, Address to the 5th OECD 
Global Forum on Value Added Tax, Melbourne Convention Centre, Victoria, 20 March 2019. 
111 Email to authors dated 23 March 2019 from Mr Ian Ayrton, Director - GST New Measures in ATO. 
112 Kathrin Bain and Dale Boccabella, Removal of the GST low value threshold: Analysis of main design options 
and enforcement issues (2015) 2 (9-10) Australian Tax Law Bulletin 172 at 175. 
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If “GST unpaid goods” are identified, ABF would need to be able to identify those importations 
where no GST is payable, either due to a foreign supplier being under the registration threshold, 
or the importation being GST-free. For those “GST unpaid goods” where GST should have 
been paid, a GST collection mechanism would need to be used - such as the regime that 
currently applies to importations incorrectly self-reported as being below the LVT. This 
collection regime is labour intensive, cumbersome and costly. 

The slower processing at the border of untaxed importations that results from applying GST to 
them may serve to encourage some foreign suppliers to register and enter Australia’s GST 
regime. This is only likely if feedback from their Australian customers of delays in delivery 
and costs will affect demand for the supplier’s goods. Indeed, the government could adopt a 
policy of slower processing of “GST unpaid goods” that should have had GST on them. The 
Treasurer may have had this in mind when he commented: “There’s many levers we have to 
be able to apply some pressure to these companies.”113 This potentially runs the risk of action 
from another country under World Trade Organization rules. Whether Australia would be in 
breach of WTO rules is likely to centre on whether slower processing of items by ABF is a 
disguised restriction on trade to protect local industry.” 

To date, there has not been any suggestion that a “back-up” taxing point at the border will be 
introduced.  At the 2018-19 Supplementary Budget Estimates, the ATO was asked: “Is the 
government undertaking any compliance or monitoring at all at the border on goods where 
GST has not been paid?”.  The response was as follows: 

“GST on low value imported goods is not assessed or collected at the border. Australia 
adopted the ‘vendor collection’ model for low value goods, in part, so as to not interfere 
with the free flow of goods at the border. The ATO has a comprehensive compliance 
program that ensures compliance while not leading to a high cost and unsatisfactory 
consumer experience of goods being held up at the border” 

This clearly indicates that the compliance focus is strongly on ensuring overseas vendors 
register in the system and comply with their GST obligations, rather than using taxation at the 
border as a “back-up”. Certainly at this point, there has been no legislation introduced that 
would allow taxation to be imposed at the border on low value imports where GST has not 
been collected. Consignments with a customs value of $1,000 or less are still regarded as non-
taxable importations (meaning no GST will be charged at the border), regardless of whether 
GST has been collected at the point of sale.   

6.5 Refund fraud or false credit claims 

Refund fraud is where an entity wrongfully claims a refund from the ATO on the basis that the 
entity’s input tax credits (ITCs) are more than its GST on supplies for a GST period. Obtaining 
a refund where ITCs are more than GST is a central design feature of Australia’s GST regime, 
and there has been considerable GST refund fraud in Australia. 

                                                           
113 Transcript of Treasurer’s press conference, Canberra, 21 August 2015. 
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So, should the combination of overseas vendors having the capacity to be full GST registrants 
along with the refund design feature of the GST be of concern to the ATO? Provided ATO 
systems ring alarm bells whenever a refund (let alone a large refund) is claimed by an overseas 
supplier, there should be little concern in this area. Overseas vendors would rarely be in a 
refund position because they are very unlikely to source substantial inputs from Australian GST 
registrants and therefore have any “substantial” input tax credit claims. 

 

7. CONCLUSION 

This paper explained the rationale for imposing GST on imports, but also the practical 
difficulties that exist in relation to collecting GST on low value items.  Taxation at the border, 
whilst effective for high value goods, is not a realistic option for low value goods, with the 
potential revenue collection outweighed by the costs of actually collecting that revenue.  After 
a number of years of debate, Australia has moved forward with an overseas vendor registration 
model – imposing the obligation to collect GST on low value imports with the overseas supplier 
(or in some cases, an EDP operator or redeliverer).   

The paper explained the operation of the new provisions that were inserted into the GST Act 
by the LVG Act.  At times, these provisions are complex, as the actual supplier may not be the 
entity that is responsible for the GST collection. Further complexities arise as a supply of low 
value goods can, in some instance, also be a taxable importation, which would (in the absence 
of exemptions) make the supply subject to the already existing rules of imposing taxation at 
the border. Whilst provisions have been introduced to address this potential for double taxation, 
at times, the consumer will have no option but to pay GST twice and then seek a refund from 
the overseas vendor.   

When the overseas vendor registration model was announced, concerns were raised regarding 
the requirement for EDP operators to register when they are not the actual supplier. This paper 
explained how requiring EDP operators to register for GST has resulted in some low value 
imports being subject to GST that would not have been subject to tax if they were supplied by 
an Australian supplier. 

Concerns were also raised in relation to compliance and enforcement.  This paper explained 
the difficulties that arise in ensuring overseas entities comply with Australian tax law, and the 
resultant enforcement problems. However, despite concerns regarding compliance, the ATO 
and government has been pleased with the number of registrations by overseas suppliers and 
the revenue collected to date. Only time will tell whether the system is functioning effectively. 
With the effort that has gone into establishing the overseas vendor registration model, any 
‘problems’ need to be addressed by improving the model or improving compliance, rather than 
starting over with a new revenue collection mechanism.   

  


