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2 GeneralOutline

GeneralOutline andFinancial Impactof the
Amendments

Theamendmentswill amendTaxationLawsAmendmentBill
1992[originally introducedintoParliamenton 19 December
1991asTaxationLawsAmendmentBill (No.4)1991]to:

Dividendrebatefor companybeneficiaries

. allow theintercorporatedividendrebateto a
companythatreceivesincomeattributableto
dividendseitherdirectlyfrom a trustor partnership,
or indirectlythroughoneormore interposedtrusts
orpartnerships;and

S changethedateonwhich theamendmentsrelating
to privatecompanydividendsreceivedby corporate
unit trustsandpublic unit truststhat aretaxedas
companiesapplyto thedateon whichtheBill
receivesRoyalAssent.

Deferral ofdeductionsfor trading stockpurchases
involving prepayments

S ensurethatthereis notanunintendedmismatchof
expenditureonstockintendedto beusedastrading
stockandincomederivedin relationto thedisposal
ofthestockbeforethestockbecomestradingstock
on hand.

Depreciation

. correctatechnicaldeficiencyin theproposednew
definition ofeffectivelife for depreciableplant in
relationto second-handplant; and

• provideanoptionfor taxpayersto adoptthe
Commissionertspublisheddepreciationratesin lieu
of thosebasedon theproposedneweffectivelife
rules.

(



GeneralOutline 3

Rehabilitationofmining, quarryingandpetroleumsites

• allowtaxpayersdeductionsfortherehabilitationof
siteswheretheyhaveconductedcertainancillary
activitiesto theirmining, quarryingorpetroleum
operations.Thecostoftheseancillaryactivitiesis
deductibleunderthespecificmining provisions.

Widely distributed financeshares

• makea technicalcorrectionto ensurethat all
paragraphsofthepubliccompanytestfor widely
distributedfinancesharesundertheforeignsource
incomemeasuresareconsistent;ie.75%ormore.

Financial Impact

Theamendmentsto thedepreciationmeasuresmakeit certain
thatthelaw will beconsistentwith the Government’s
announcedintentionsandwill haveno impacton therevenue.

Theamendmentsto theremainingmeasureswill haveno
impacton therevenue.
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Summary of proposedamendments

Amendmentsto theBill areto bemovedonbehalfofthe
Governmentrelatingto:

• allowingtheintercorporatedividendrebateto a company
that is thebeneficialownerof sharesthatareregisteredin
thenameofa trustee;

• thedeferralofdeductionsfor tradingstockpurchases
involvingprepaymentsmeasures;

. thecalculationof theeffectivelife ofsecond-handplant for
depreciationpurposes;

S anoptionfor taxpayersto adoptdepreciationrates
publishedby theCommissionerofTaxation;

• the allowanceof deductionsfor therehabilitationof sites
wherea taxpayerhasconductedcertainancillaryactivities
to their mining,quarryingorpetroleumoperations;and

• thewidely distributedfinancesharemeasures.

Dividend rebatefor companybeneficiaries

Theeffectoftheamendmentstothe intercorporatedividend
rebateprovisionsis thata companywill beentitledto a rebate
undersections46and46A ofthePrincipalActon distributions
ofincomeattributableto dividendsfrom a trustor partnership.

Deferralof deductionsfor tradingstockpurchases
involving prepayments

This amendmentwill ensurethatthereis notanunintended
mismatchofexpenditureonstockintendedto beusedastrading
stockandincomederivedin relationto thedisposalof thestock
beforethestockbecomestradingstockonhand.

I
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Depreciation

Second-handdepreciableplant

Theproposedchangewill ensurethat theeffectivelife of plantis
alwayscalculatedasif theplant werenew. While thelife of
second-handplantis usuallycalculatedon thisbasis,the
amendmentcorrectsananomalyunderwhichsomesecond-hand
plantwould haveaneffectivelife calculateddifferently.

Commissioner!spublisheddepreciationrates

Underthisamendment,taxpayerswill bepermittedto adopt
ratesofdepreciationpublishedby theCommissionerofTaxation
in lieu ofself-assessedrates, evenwherethoseratesaremore
generousthanself-assessedrates.

Rehabilitationofmining, quarrying andpetroleumsites

Theproposedamendmentwill extenddeductionsfor mine site
rehabilitationto thesitesofsomeactivitieswhich arenot
themselvesexploration,prospecting,mining, quarryingor
petroleumoperations.Theseancillaryactivitiesareamong
thosegiventhesametreatmentasexploration,prospecting,
mining,quarryingorpetroleumoperationsunderthemining
provisions.Theydo not includeprovidinghousingor welfare
facilities,or relatedworks.

Petroleumminers,otherminersandquarrierswill benefitfrom
theamendments.

Widely distributedfinanceshares

Thisamendmentis to correcta technicaldeficiencyin theBill.



6 Noteson theProposedAmendments

I Noteson the proposedamendments I
Dividendrebatefor companybeneficiaries

Amendments(1), (2), (8),(4) and(18) relateto this measure.

Clause10 oftheBill proposestheinsertionofnewsection45Z
into thePrincipalAct to modifytheapplicationof sections46 to
46FofthePrincipalAct wheretheshareson which a dividendis
paid:

• arebeneficiallyownedby acompanybutthe
registeredholderofthesharesis atrustee;or

. areheldby apartnershipin which a companyis a
partner.

Thefirst amendmentwill amendproposedsubsection45Z(1)of
the sothat a companythat is absolutelyentitledasagainst
thetrusteeto thesharesonwhich thedividendis paidwill not
beentitledto theintercorporatedividendrebateon those
dividendsif it is actirgasa trustee. [Clause 70 - new
paragraph 4$Z(1)(cm))

Thesecondamendmentwill amendnewsection45Z sothata
rebatewill beallowableundersection46or 46A to acompany
that derivesincomefrom a trust orpartnership,whether
directly or indirectlythrougha seriesof trustsorpartnerships,
that is attributableto adividend,andthecompanyis not
absolutelyentitledto theshareson whichthedividendis paid.
Therebatewill not beavailableif thecompanyis derivingthe
shareoftrust orpartnershipincomeasatrustee. [Clause10 -

newsubsection45Z(1A))

Theproposedsubsection45Z(IA) will modify theapplicationof
sections46 to 46Fwherea companythat is a unitholderin a
unit trust,a joint holderofunits in a unit trustorabeneficiary
in a trust, includinga discretionarytrust, receivesincomethat
is attributableto adividend, whetherreceiveddirectly by the
trust orpartnership,or indirectly througha seriesof interposed
trustsorpartnerships.
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Thethird amendmentwill amendproposedsubsection45Z(2)of
theBillso that therebatewill notbeavailableto acompany
thatis actingasa trusteein relationto dividendsreceivedasa
partnerin a partnership.[Clause 10 - newparagraph
45Z(2)(aa))

Thefourthamendmentwill inserttwo newsubsectionsintonew
section45Z.

Newsubsection45Z(3) will applywherea companyreceives
incomeattributableto a dividendfrom a partnershipthrougha
trusteeandthecompanyis notactingasatrustee.Theeffectof
newsubsection(3) is thata rebatewill beallowableunder
section46 or48A to a companythat derivesincomefrom a
partnership,whetherdirectly or indirectlythrougha seriesof
trustsorpartnerships,wherethatincomeis attributableto a
dividend. Forexample,if a partnershipholdsunitsin a unit
trustandoneof thepartnersis thetrusteeof a trust in whicha
companyis a beneficiary,thecompanywill beentitledto the
intercorporatedividendrebateon incomeattributableto its
shareofthedividendsreceivedbythepartnership.[Clause 10
- new subsection45Z(3))

Proposedsubsections45Z(1), (IA), (2) and(3)will denythe
intercorporatedividendrebateto a companythat receives
dividendsorincomeattributableto a dividendin a trustee
capacity. (Seeearliernotes.) However,theywill not applyto
thetrusteesofcorporateunit trustsandpublic tradingtrusts
thataretaxedascompanies(Divisions GB and6C).
[Clause .10 - new subsection45Z(4)J

Corporateunit trustsandpublic trading trusts

Sections102Land 1071’ofthePrincipalAct providethat
dividendsreceivedby corporateunit trustsandpublic trading
truststhataretaxedascompanies(Divisions 8B andGC)are
entitledto therebateon thesamebasisasothercompanies.
Subclauses31(1)and31(2)oftheBill containminor
amendmentsto sections102Land 102TofthePrincipalAct to
overcomeadeficiencyin thepresentlaw. Theeffectof
subclause63(11)oftheBill is that theseamendmentswould
applyretrospectively.



8 Noteson theProposedAmendments

Theeighteenthamendmentwill ensurethattheapplicationof
theamendmentsto subsections102L and102Twill bewholly
prospectiveandapplyfrom thedateonwhichtheBill receives
RoyalAssent fSubclause63(11)1

Entitlement ofcompanybeneficiariesto rebate

Theeffectofnewsubsections45Z(1A)and(3)will bethata
rebatewill beallowableundersection46or 46Aona company’s
shareoftrustor partnershipincomethat is attributableto a
dividendasif:

. thecompanywastheregisteredshareholderin the
companypayingthedividend. Thus,for the
purposesofsections46 to 46Finclusive,the company
is theshareholder;fNewparagraphs45Z(1A)(d)
and 45Z(3)(d)J

S theincomeattributableto thedividendwaspaid
directly to thecompanyandnot to thetrusteeor
partnership;fNewparagraphs45Z(1A)(e)and
45Z(3)(e))

. theamountofthedividendpaidto thecompanywas
equalto theamountofthecompany’sshareof the
netincomeofthetrust or partnershipthat is
attributableto thedividendactuallypaidto thefirst
trust orpartnershipin achain;
[Newparagraphs45Z(JA)(J) and 45Z(3)(f))

. wherethecompanyhasan interestin theshareson
whichthe dividendwaspaid,thecompany’sinterest
in thesharewastheshareonwhich thedividend
waspaid. Theeffectof deemingthis to be thecaseis
thatin determiningwhenandwhetherthesharewas
acquiredor disposedofby thecompanyfor the
purposesofsections46 to 46F,thematterwill be
determinedby referenceto whenthecompany
acquiredor disposedofits interestin theshare;
[Newparagraphs45Z(1A)(g) and45Z(3)(g))

wherethecompanydoesnot haveaninterestin the
shareson whichthedividendswerepaid,for example
thecompanyis abeneficiaryin adiscretionarytrust,
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thecompanybadan interestin theshareon which
thedividendwaspaid. Thecompanywill bedeemed
to haveacquiredits deemedinterestin the share
whenthesharewasacquiredby thetrustee; [New
paragraphs45Z(1A)(h) and 45Z(3)(h)J

theyearof incomein which theincomeattributable
to dividendsis includedin theassessableincomeof
thecompany,wastheyearofincomein whichthe
dividendwas(indirectly) “paid” to thecompany.The
effectof theseparagraphsis thata rebatewill be
allowableundersubsection46(2)or 46A(5) to the
companyin its assessmentfor theyearofincomein
whichthetrust orpartnershipdistribution
containingtheincomeattributableto thedividendis
includedin the company’sassessableincome;
(Newparagraphs45Z(JA)(i) and45Z(3)W)

thedateon whichthedividendwaspaidto the
companywasthedateonwhich thedividendwas
paid to thetrusteeorpartnershipor if, applicable,to
thefirst trusteeorpartnershipin thechain. Where
therebatedependson thedividendhavingbeenpaid
aftera particulartime, therelevantparticulartime
will bethedaythedividendwasactuallypaidto the
first trusteeorpartnershipor if, applicable,to the
first trusteeorpartnershipin thechain;
[Newparagraphs45Z(JA)(I) and45Z(3)(1)1

• the sharewasissuedto thecompanyatthetimeit
wasissuedto thetrusteeorpartnership.For
example,in determiningwhetheranissueofshares
is oneto whichsection46Cor 46Dapplies,theday
theshareswereissuedis thedaytheywereactually
issuedto thetrusteeor partnershipor if, applicable,
to thefirst trusteeor partnershipin thechain;
[Newparagraphs45Z(1A)(k) and45Z(3)(k)J
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whereentitlementto therebatedependsonshares
havingbeenissuedto anotherperson,asin
subparagraph46D(2)(bXi), therelevanttime wasthe
time theshareswereactuallyissuedto theother
person;[Newparagraphs45Z(L4)(l) and
45Z(3)(01

S factorsrelatingto thepaymentofa dividendthat are
takeninto accountin determiningwhetherthe
dividendis a debtdividend(for theapplicationof
section46C or 46D),werethosethat relateto the
dividendthatwasactuallypaidto thetrusteeor
partnershipor if, applicable,to thefirst trusteeor
partnershipin thechain; [Newparagraphs
45Z(L4)(m) and45Z(3)(m)J

in determiningtheextentto whicha dividendis paid
from particularprofits, thedividendto beexamined
is thedividendactuallypaidto thetrusteeor
partnershipor if’ applicable,to thefirst trusteeor
partnershipin thechain; [Newparagraphs
45Z(L4.)(n)and45Z(3)(n)J

whereit is necessaryto determinewhetherthe
dividendis franked,thedividendwastheactual
dividendthat waspaidto thetrusteeor partnership
or if applicable,to thefirst trusteeor partnershipin
thechain. Theseprovisionswill applywherea
privatecompanyreceivesanunfrankeddividend
from anotherprivatecompanythat is not partof the
samewholly ownedgroupofcompanies;
[Newparagraphs45Z(JA)(o)and45Z(3)(o)Jand

• wherethedateonwhichthedividendwasdeclaredis
relevantfor entitlementto therebate,thedividend
wasdeclaredon thedatethedividendthatwas
actuallypaidto thetrusteeorpartnershipor if,
applicable,to thefirst trusteeorpartnershipin the
chain,wasdeclared.[Newparagraphs45Z(1A)(’p)
and4$Z(3)(p)J

I
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New subsections45Z(1A)and(3) will extendentitlementto the
rebateto dividendspaidafter17 August1976. Therebatewill
notbedeniedin anyassessmentthat issueson oraftertheday
onwhich this Bill is introducedintoParliament.Also, a
companywill notbeableto objectagainstanassessmentin
whichtherebatewasdenied,or obtainanamendmentto that
assessment,that issuedbeforethe daytheBill wasintroduced.
[Clause 66)
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Deferral ofdeductionsfor tradingstockpurchases
involving prepaynients

Amendments5 and6 relateto this measure.

Clause14 oftheBill will insertnewsubsection51(2A) to defer
deductionsundersection51 for expenditureincurredby a
persononstockthatwill becometheperson’stradingstock,
until theyearofincomein which thestockfirst becomestrading
stockonhandof theperson.Theamendmentonly appliesto
stockthatwill becometradingstock.

Theamendmentwill overcomea weaknessin thelaw that
allowedfor a mismatchofexpenditureon tradingstockand
incomefrom sellingthetradingstock. Themismatchoccurred
ii; in a yearofincome,apersonpaidfor stockintendedto
becometradingstock,butthatstockdid notcomeonhandas
tradingstockuntil a lateryearof income. Thepersonwasable
togetatax deductionundersection51 for thecostofthestock
in theyearthe expenditurewasincurred. A compensating
adjustmentto accountfor unsoldtradingstockattheendof the
year(which would haveeffectivelydeferredthededuction)could
notbemadein a caselike this becausethestockwasnottrading
stockon handattheendof theyear. Theability to achievea
mismatchlike this allowedpeopleto obtaina tax advantageby
bringingforwarda taxdeductionfor tradingstockthatwould
notbesold until a later year.

Although theamendmentproposedby clause14 overcomesthis
deficiency,it coulddisadvantagea personwho disposesofthe
stockbeforetheyearof incomein whichthestockbecomes
tradingstockon hand. This couldhappen,for instance,wherea
personhasincurredexpenditurein respectofgoodsonorder
from a manufacturerandagreesto sellthegoodsbeforetheyare
manufactured.Therelevantgoodsbecomethetradingstockon
handofthepersonwhenthepersonhasthepowerto disposeof
theactualgoods. Underproposedsection51(2A), adeduction
for theexpenditureon thosegoodswill bedeferreduntil the
yearofincomein which thathappens.If thepersonhasderived
assessableincomein relationto thedisposalofthegoodsin an
earlieryearofincome,therewill bea mismatchwhich is the
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oppositeofthemismatchthattheamendmentin clause14 of
theBill soughtto rectify.

To ensurethat taxpayersarenotdisadvantaged,anamendment
is proposedto newsubsection51(2A). Thesubsectionwill not
applyto expenditureincurredon stockthatwill becometrading
stockunlesssomepartofthestockhasnot becometradingstock
onhandby theendoftheyearofincomein which the
expenditurewasincurred. Wherethesubsectiondoesapply,a
deductionis to beallowablein respectofeachpartof thestock,
equalto theexpenditureattributableto therelevantpart, in the
first yearin which:

• therelevantpartof thestockfirst becomestrading
stockon hand;or

• anamountofassessableincomeis derivedin respect
ofthedisposalof therelevantpartofthestock.

This meansthatadeductionfor prepaidstockwill notbe
deferredpastthetime whena personderivesassessableincome
in respectof thedisposalof thatstock. [Clause15- new
subsection51(2A)
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Depreciation

Amendments (7), (8), (9), (10), (11), (12), (13) and (16) relate to
thesemeasures.

Second-handdepreciableplant

Chapter1 oftheExplanatoryMemorandumto theBill explains
theproposednewdepreciationarrangements.

Clause16oftheBill insertsnewsection54Acontainingthe
definition ofeffectivelife [referparagraphs1.19 - 1.39 ofthe
ExplanatoryMemorandumj. Underthatdefinition, taxpayers
estimatetheeffectivelife of theirdepreciableplanton thebasis
of certainassumptions.Subparagraph54A(1)(aXi) makesit
clearthatsecond-handplantis to be treatedasif newin
estimatingeffectivelife.

By comparison,paragraph54A(l)(b) - dealingwith
circumstanceswherea taxpayerreasonablyexpectsto scrapor
abandonplant ata latertime - is silentaboutthetreatmentof
second-handplantfor effectivelife purposes;that is, thereis no
requirementto treatsecond-handplant asif newin estimating
effectivelife. This is unintendedandwouldpermittaxpayersin
thosecircumstancesto obtaingreaterdepreciationdeductions
thanotherownersof second-handplant.

The amendment

Accordingly,thedefinitionofeffectivelife is to beamendedto
requireownersofsecond-handplantwhoexpectto scrapor
abandonthatplant ata later time to assumethat it is newin
estimatingeffectivelife [Amendment11-paragraph
54A(1)(c); amendmentsSto 10 dealwith minor
consequentialamendments)

Commissioner!spublisheddepreciationrates

Underthepresentlaw, theCommissionerofTaxationis
requiredto estimatetheeffectivelife of eachunit ofdepreciable
plantatthetimeit is first usedfor incomeproducingpurposes.
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As apracticalmeasure,it hasbeena longstandingpracticeof
theCommissionerofTaxationto publishdepreciationrateshe
considersappropriatefor particularclassesof depreciableplant
Taxpayershavebeenableto rely on thosepublishedratesbut
couldseekto havetheCommissionervarytheratein respectof
specificitemsin theiruse.

UndertheBill presentlybeforetheParliament,taxpayersmay
‘self-assess”effectivelife, andthereforedepreciationrates,on
thebasisof theirownparticularusageof plant[subsection
54A(1)J. In expectationthat manytaxpayerswould not wish to
do thisbut would preferto rely on theCommissioner’spublished
rates,it hasbeenmadeclearthat, insteadof makingtheirown
estimatesofeffectivelife, taxpayerscould continueto adoptthe
Commissioner’srates,evenwheretheyweremoregenerous
thanaselfassessedratewould be.

The amendment

Thedepreciationself-assessmentmeasurespresentlybeforethe
Parliamentcontainno legislativeauthority for taxpayersto
adopttheCommissioner’spublisheddepreciationrates. The
amendmentto theBill will requiretheCommissionerof
taxationto determineandpublisheffectivelives for depreciable
plantwhich taxpayersmayadopt,in lieu oftheirownestimate,
for thepurposesof calculatingdepreciationrates.
[Amendment7 - paragraph54A(1)(aa)andamendment
12 - subsections54A(’JA) to (LI) and (1L)]

Commissioner!sdeterminationofeffective life

Thedeterminationwill reflecttheCommissioner’sestimateof
theeffectivelife ofeachclassof depreciableproperty. In some
instances,a numberof differentperiodsmaybedeterminedin
respectofaclassofproperty,reflectingdifferentcircumstances
ofuseby separatecategoriesoftaxpayers, eg.to distinguishthe
use ofpassengermotorvehiclesastaxis. Thedeterminationis
to bemadeandpublishedwithin 28 daysoftheseamendments
becominglaw.

If thereis aparticularclassofpropertynotincludedin the
determination,theCommissionermaybe requestedto
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determinea period. A determinationmustbemadewithin 60
daysoftherequestor, wherefurtherinformationis soughtby
theCommissioner,within60 daysofthereceiptofthat
information.

Electionsto adopt Commissioner!sdetermination

Taxpayerswishing to adopttheCommissioner’speriodswill
generallyneedto makeanirrevocableelectionwithin 6 months
oftheendof theyearofincometo whichtheelectionrelates
[Amendment12 - subsection544(1K))

Recordkeeping

Electionsareto be retainedfor 5 yearsaftertheyearin which
thepropertyis disposedof, lostor destroyed[Amendment76-
subsection262A(4AE))

Application dates

Bothofthedepreciationchangeswill applyfrom the
commencementoftheneweffectivelife rules,ie. from 1 July
1991in respectofdepreciableplantacquiredonor after
13 March1991.
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Technicalamendmentto mineraltransportbalancing
adjustmentrollover relief provisions

Amendment13 correctsa crossreferencingerrorin proposed
subsection123BBA(2)by replacinga referenceto subsection
123F(2A)with a referenceto subsection123F(2).

Section123BBAspecifiestheconsequencesofbalancing
adjustmentrollover relieffor disposalsof propertyto whichthe
mineraltransportconcessionhasapplied(referpage74 ofthe
Appendixto Chapter3 of theExplanatoryMemorandumto
TaxationLawsAmendmentBill (No.4) 1991).

Subsection123F(2)dealswith disposalsofmineraltransport
propertywherethereis somecontinuityin theownershipofthe
propertybothbeforeandafterthechangein ownership,egas
occurswhena partnershipis reconstituted.

It enablesthepersonswho ownedthepropertybothbeforeand
afterthepartialchange in ownership tojointly electfor
balancing adjustment rolloverrelief to applythedisposal.

The existing referencein subsection123BBA(2)to subsection
123F(2A) is a referenceto the corresponding election provision
for disposalsof propertyto which the quarryingtransport
concessionhasapplied.
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Rehabilitation of mining, quarrying andpetroleumsites

Amendments(14)and(15)relate to this measure.

Background

Division 1OAB allowsadeductionfor costsincurredonor after1
July 1991in rehabilitatingmining,quarryingandpetroleum
sites. TheDivision wasintroducedby TaxationLaws
Amendment Act (No. 2) 1991.

TheDivision allowsadeductionfor rehabilitationofany siteon
whichataxpayerconductedextractiveactivities. Those
activitiesaredefinedsoasto includeexplorationor prospecting,
andalsoprescribedminingoperations,eligible quarrying
operations,orprescribedpetroleumoperations.However,other
activitiesareincludedin thespecificminingprovisions. Those
provisionsareDivision 10, with SubdivisionA coveringgeneral
miiiing andSubdivisionB dealingwith quarrying,andDivision
bAA, which appliesto petroleummining. (Petroleumincludes
gasandothernaturalhydrocarbonsfor thepurposesofthe
incometax law.)

Thoseprovisionsgiveimmediatedeductionsfor explorationor
prospectingexpenditure,anddeductionsfor allowablecapital
expenditureoverthelife ofthemineor quarryor overa fixed
period,whicheveris less.

Allowablecapitalexpenditureis not corifmedto expenditureon
prescribedminingoperations,eligible quarryingoperations,or
prescribedpetroleumoperations.It specificallyincludessome
expenditureon certainassociatedmatters.Theseareofthree
kinds:certainancillaryactivitiesassociatedwith thegeneral
ruining,quarryingorpetroleumoperationsthemselves;
acquiringrightsto mine,quarryor prospect,or mining,
quarryingorprospectinginformation;andtheprovisionof
housingandwelfarefacilitiesfor thosewhowork in themining
or quarryingoperationsortheir dependants.

Divisions 10 and 1OAA arenot intendedto give special
concessionsto minersandquarriers.They areintendedto
reflectthespecialfeaturesof operationsthathavea limited life,
andmustbecarriedout wheretheminerals,petroleumor
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quarrymaterialsarefound. Theallowablecapitalexpenditures
arethosewhicharemostaffectedby thespecialcircumstances
of miningorquarryingoperations; somemineraltransport
facilitiesarelessaffectedby thosecircumstancesandaredealt
with underDivision 1OAAA, while otherexpendituresby miners
andquarriersarenotgreatlyaffectedby specialconsiderations
andaredealtwith in thesameway asexpendituresof any
taxpayer.

In practice,Division 1OA.:B extendsto therehabilitationof many
sitesofancillaryactivities. Minersandquarriersoftenlocate
ancillaryactivitieson sitestheyhaveexploredor prospected,or
alreadyminedor quarried,soasnotto denythemselvesaccess
to anyworthwhilereserves.As siteswhich thetaxpayerhas
explored,prospected,minedorquarriedarecoveredby Division
1OAB, suchsitesmayberehabilitatedtowardstheiroriginal
condition,anddeductionsclaimed,eventhoughmuchofthe
rehabilitationcarriedout maybeneededbecauseof ancillary
activities.

However,someancillaryactivitiesofsomeminersandquarriers
arenot locatedon sitestheyhaveexploredor prospected,or
alreadyminedor quarried. Any restorationor rehabilitationof
suchsitesis outsideDivision 10KB, eventhoughtheancillary
activitiesgive rise to thesamekind ofallowablecapital
expendituresasminingor quarrying.

TheseamendmentsextenddeductionsunderDivision 1OAB to
rehabilitationofsitesofancillaryactivitiesunderDivision 10 or
Division bAA. Theamendmentsdo notextenddeductionsfor
theacquisitionofrights to mine,quarryor prospect,or the
acquisitionof mining,quarryingorprospectinginformation,for
thereis nositeto be rehabilitatedby reasonofthatacquisition.
Nordo theamendmentsextenddeductionsto thesiteof housing
orwelfarefacilities, if thesiteis not coveredby theother
provisionsof Division 1OAB. Division 1OAB specificallydenies
anydeductionforexpenditureonhousingandwelfarein
carryingout rehabilitation. Andwhenhousingandwelfareis
providedawayfrom thesiteofexploration,prospecting,mining,
quarryingor ancillaryactivitiesits life is lessdependenton
thoseactivities. After all, housingandwelfarefacilities maybe
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providedadjacentto themine siteyetat a considerabledistance

from it, in somecircumstancesata neighbouringtown. 4
Explanation

Capitalexpenditureonanumberofancillaryactivitiesis
includedin allowablecapitalexpenditureunderthemining
provisions(subdivisionA ofDivision 10, subdivisionB of
Division 10 andDivision bAA). Whenminersorquan’iers
rehabilitatesiteswheretheyhavecarriedon thoseactivities,
theywill be ableto claim deductionsunderDivision 1OAB. This
will bebroughtaboutby definingancillaryactivitiesandeligible
building sitesin sectionl24B, andthenincluding thesites
wherea taxpayercarriedon suchactivitiesamongthosewhich
mayberehabilitatedby rehabilitation-relatedactivitiesunder
section124BB. In effect, thesitesoftheactivitiesor thingsfor
which a taxpayercanclaim deductionsunderthemining
provisionsaresitesfor which thetaxpayercanclaim deductions
ofexpenditureon rehabilitation-relatedactivitiesunderDivision
1OAB. Theamendmentswill applyto expenditureincurredon
orafter 1 July 1991,thedatefrom whichDivision 1OAB first
applied.

Ancillary activities

Ancillary activitiesarethoseactivitieswhich aresomucha part
of mining,quarryingorpetroleumoperationsthat capital
expenditureon themis includedin thekeymining provisions.
Theydon’t includeacquiringa mining,quarryingor prospecting
right ormining, quarryingorprospectinginformation,for that
acquisitionitselfhasno effecton a site. They don’t includethe
provisionof housingandwelfare,which is alsoexcludedfrom
rehabilitation-relatedactivities.

Theamendmentsspecificallyincludeasancillaryactivities
mattersmatchingtheprovisionsof subdivisionA of Division 10
(generalmining), subdivisionB ofDivision 10 (quarrying),and
Division 1OAA (petroleummining). However,thekind of
mineraltransportfacilities dealtwith by Division IOAAA, under
whichtherateofdeductionsdoesnot relateto thelife of a
particularmine orquarry,arenotwithin themeaningof 4
ancillaryactivities.
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Forgeneralminers,ancillaryactivitiesaredefined. They
specificallyincludegettinga sitereadyfor miningoperations(as
in subparagraph122A(l)(a)(i)).Theyincludeprovidingwater,
light or powerto theirmine site,or providingaccessto or
communicationswith thesite(asin subparagraph
122A(1)(aXiii)). Thisdoesn’tinclude contributingto thecostof
deliveringthosethings - whereageneralminerdoesn’tdeliver
them,thereis no siteofthegeneralminer’sactivity in providing
them,andsonositefor whichthetaxpayercanclaimdeduction
of expenditureon rehabilitation-relatedactivities. Ancillary
activitiesalsoincludetreatment(upto andincludingthe
concentration,with specificexclusions)of minerals(see
paragraph122A(1XbD,andanyrelatedstorageof minerals,
beforeor aftertreatment(seeparagraph122A(lXc)). This
includestheoperationor maintenanceofthat treatmentplant,
which is not expresslyreferredto in thedefinition. [Clause42]

Forquarriers,ancillaryactivitiesspecificallyincludemuchthe
sameitemsasfor generalminers. Again,theyincludegettinga
sitereadyfor quarryingoperations(seesubparagraph
122JC(lXa)(i)). Theyincludeprovidingwater,light orpowerto
thequarry,orprovidingaccessto or communicationswith the
quarry(seesubparagraph122JC(lXa)(ii)). Again, this doesn’t
includecontributingto thecostofdeliveringthosethings,as
this hasnositefor whichthequarriercanclaim deductionof
expenditureon rehabilitation-relatedactivities. Ancillary
activitiesalsoincludetreatment(up to andincludingthe
concentration,but excludingsinteringandcalcining)of quarry
materials(seesubparagraph122JC(1)(b)(i)),andanyrelated
storageofmineralsbeforeor aftertreatment(seeparagraph
122JC(1)(bXii)). This includestheoperationormaintenanceof
thattreatmentplant,which is notexpresslyreferredto in the
definition. [Clause42]

Forpetroleumminers, ancillaryactivitiesaredefined
differently. Theyspecificallyincludeprovidingwater,light or
powerto the minesite,orprovidingaccessto or communications
with themine site(seeparagraph124AA(2)(a)). Theyalso
specifically include liquefying natural gasthetaxpayerhas
obtainedfrom their miningoperations(seeparagraph
124AA(2)(aa)). [Clause42]
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Thedifferencein definitionsofancillaryactivitiessimply
reflectsthedifferentdraftingofDivisions 10 andbAA. 4
Ancillary activitiesarebasedon thosethingsin additionto
exploration,prospecting,miningor quarryingthemselveswhich
arethebasisofspecificdeductionsundertheDivisions. That
doesn’tmeanthatpossiblesitesfor rehabilitationarewidely
different for petroleumminersasdistinctfrom quarriersor
generalminers. Theoverallintentionis simplyto ensurethat
thesitesfor rehabilitationincludethesitesoftheactivities
coveredby theDivisions,apartfrom housingandwelfaresites.

Eligible building sites

Thesiteof ataxpayer’sancillaryactivitiesincludeseligible
buildingsites. [Clause43]

Eligible buildingsitesincludethesitesofanybuildings,other
improvementsor plantnecessaryfor a taxpayer’smining,
quarryingorpetroleumoperations.However,eligiblebuilding
sitesdon’t includethesitesof housingandwelfare. This is
meantto showthat evenif housingandwelfarearenecessary
for a taxpayer’smining,quarryingorpetroleumoperationsthis
doesn’tmeanthesitesof housingandwelfarecanassuchbe the
subjectof claimsfor deductionofrehabilitation-related
expenditure.[Clause42]

Somesitesofhousingandwelfaremayalsobeeligiblebuilding
sitesfor otherreasons- for example,becausetheywereatone
time thesiteofthetaxpayer’sprocessingplant. Thosesitesare
still eligiblesites;theywould notbe includedmerelybecause
theywerethesitesof housingandwelfare,but this doesnot
excludethem.

Similarly, somesitesof housingand welfaremayalsobe siteson
which thetaxpayerconductedexploration,or prospecting,or
mining, or quarrying,orancillaryactivities. Thosesitesarestill C
sitesfor whichdeductionsof rehabilitation-relatedexpenditure
canbeclaimed;theyarenot includedmerelybecausetheywere
thesitesof housingandwelfare,butthisdoesnotexcludethem.

TherelatedwordingofsubdivisionA andsubdivisionB of
Division 10 is slightly different from thedefinitionofeligible
buildingsite. In additionto buildingsor otherimprovements
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necessaryfor carryingonmining orquarryingoperations,the
subdivisionsspecificallyreferto buildingsfor usein the
operationor maintenanceoftreatmentplant,arid buildingsfor
usein associatedstorage.However,thesitesof thosebuildings
areconsideredto becoveredasthesitesofancillaryactivities-

treatmentand associatedstorage.Most maintenancebuildings
areconsideredto beoneligiblebuildingsitesin anyevent,as
beingnecessaryfor thecarryingon ofquarryingor mining.
Certainly,thesitesofbuildingsspecificallyreferredto in the
mining provisions,apartfrom housingandwelfare,arewithin
theextendedscopeofmine siterehabilitation.

Treatment,transportand tailings

Generalminers,quarriersandpetroleumminersmayhave
manyactivitiesthat arerelatedto their miningor quarrying
operationsin someway. Thesecanincludethefurther
treatmentofminerals,quarrymaterialsor petroleum;the
transportof thosematerials,bothon thesite ofmining or
quarryingoperationsandawayfrom thatsite;andthe
treatmentor storageof tailingsandotherwastesoftheir
variousactivities. Yet thoseactivitiesarenotspecifically
includedin ancillaryactivities,noraretheir sitesspecifically
includedaseligiblebuildingsites.

Thatdoesn’tmeanthat thoseactivitiesarenecessarilyexcluded
from thescopeof minesiterehabilitation.First, if theyare
conductedon a siteonwhich extractiveactivitiesor ancillary
activitieshavebeencarriedon,thatsitecanberehabilitated
and therelatedexpenditureclaimedunderDivision IOAB.
Second,thoseactivitiesmayoftenbe partofthemining or
quarryingoperationsthemselvesandsopartofextractive
activities. Minersandquarrierscanbesurethattheactivities
thatform partof mining orquarryingoperations,capitalcostsof
which aredeductibleunderDivision 10 or Division bAA, will
alsobeactivitiesthesiteof which is within Division 1OAB.

However,theseamendmentsaremeantnot to add to or alter
thetestsofsubdivisionsA andB ofDivision 10, or ofDivision
1OAA. Thethingswhich areincludedin themining,quarrying
orpetroleumprovisionsonly by implicationarecoveredby mine
siterehabilitationin thesameway.
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Example

This is becausemanyofthosetestsinvolve questionsof
factanddegree.For instance,sometransportof minerals
or quarrymaterialsis partofminingor quarrying
operations.Othertransportis not,but whereit requires
capitalexpenditureon, or contributionsto, a facility for
useprimarily andprincipallyfor thetransportof minerals,
petroleumor quarrymaterials,thatexpendituremaybe
deductibleunderDivision 1OAAA overasetperiod
(currentiytenyearsfor petroleumandmineralswonby
mining, twentyyearsfor quarrymaterials).Other
transportis dealtwithno differentlyto transportby any
business;socostsmaybedeductibleor depreciablein the
ordinaryway. No simpletestcanbe laid downfor the
purposesof minesiterehabilitationto makeexplicit the
testsdevelopedby thecourts. Yet thesedistinctionsare
familiar to minersandquarriers,andappliedby them
already.
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Widely distributed finance shares

TheSeventeenthamendmentwill makeatechnicalcorrectionto
thewidelydistributedfinancesharemeasurescontainedin the
Bill. Theamendmentwill addthewords“or more”after“75%”
in subparagraph327A(2Xb)(ii) ofthepublic companytest. This
will ensurethat all paragraphsofthetestareconsistent.
[Clause 58subparagraph327A.(2)(b)(ii)]

it is clearfrom theotherprovisionsofparagraph(b) andfrom
theExplanatoryMemorandumthatthewordsin theprovision
shouldreadas“75% ormore”. As with thewidely distributed
financeshareprovisions,this amendmentwill applyfrom the
datetheforeignsourceincomemeasurescommenced- generally
1 July 1990.
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