
ARTHUR ROBINSON & HEDDERWI;

LIBRARY

1993-94

THE PARLIAMENT OFTHE COMMONWEALTH OFAUSTRALIA

SENATE

TAXATION LAWS AMENDMENT BILL (NO. 4)1994

SUPPLEMENTARYEXPLANATORY MEMORANDUM

AmendmentsandRequestsfor Amendmentto be
Moved on Behalfof theGovernment

(Circulatedby authority ofthe
Treasurer,theHon RalphWillis, MP)

2 Cat. No. 94 5466 7





General Outline and Financial Impact

Imputation - Early payments of company tax for 1993-94

Amendstheprovisionsof theBill relatingto the transitionalarrangement
resulting from thereductionin thecompanytax rateto ensurethat, if a
companypaysa frankeddividend during its 1993-94frankingyear,andif
the imputationcredit attachedto that dividendarisesfrom anearly
paymentof companytax for thatyear,thentheimputationcreditcannot
exceedthe amountof that tax.

Financial impact: Theamendmentwill preservetheintegrity of the
original provisionswhich wereexpectedto preventa potentiallossto
revenueofapproximately$1 million.

Employee share acquisition schemes

Amendsthe Bill to alterthe valueofthe section39FGconcession(the
deferralconcession)andtheconditionsattachedto thatconcessionto
provideeasieraccessto theconcessionfor companiesthatoffer employer
companysharesor rights. Amendsthe Bill to removetheconcessional
deductionwhich wasto beallowedundertheproposedsubsection76(1) of
the IncomeTaxAssessmentAct1936 in respectof thesection39FG
concession(thedeferralconcession).Otherminorchangesrelating to the
valuationof sharesorrights quotedon astockmarketwill also bemadeto
theBill.

Financial impact: Thenatureof theamendmentsare suchthata reliable
estimatecannotbe made.



Imputation - Early payments of corn pan~
tax for 1993-94

Explanation of the amendments

Thefollowingrequestsfor amendmentrelateto Schedule1 of theBill.

Request for amendment 1

Subitem86(1) of Schedule1 to the Bill overcomestheanomalythatcould
otherwisearisewhena company,during its 1993-94incomeyear,paysits
taxfor theyearandalso a frankeddividend. In sucha casetheimputation
creditsattachedto thedividendscould exceedthecompanytax paid.

To preventthis anomaly,subitem86(1)requiresthefranking creditarising
fromthetax paymentto bereducedto matchthe imputationcredits
attachedto thedividend. However,wheretheapplicationof subitem
86(1) would resultin a franking deficit attheendofa company’s1993-94
frankingyear,thealternativemeasurein subitem86(2)will apply. That
subitemprovidesfor aclassA franking debit,in lieu of the franking
deficit, to ariseat the dateof commencementof theBill sothat there
would beno potentialretrospectiveapplicationof thepenaltyprovisions.

This alternativemeasurecould in somesituationsresultin theclassA
franking debitbeinglessthanintended.This would arisewhere,but for
theBill, acompanywouldhavea franking surplusattheendof its 1993-
94 franking yearandafterapplyingthe transitionalprovisionin subitem
86(1) would havea frankingdeficit. In this casethealternative
transitional measurein subitem86(2)couldhavetheeffectthat the
franking surplusis carriedforwardto the 1994-95frankingyear. The
franking debit that arisesundersubitem86(2)would thereforebeoffsetby
theamountof thecarriedforwardfranking surplus.

This amendmentto subitem86(2) preventsa companyfrom carrying
forwarda franking surplusto its 1994-95franking yearin a situation
where,if subitem86(1) hadappliedto the company,it wouldhave
convertedthesurplusinto a frankingdeficit. Theamountthatwould have
beenthe deficit if subitem86(1) hadbeenappliedis postedasa ClassA
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frankingdebit in thecompany’sfrankingaccounton the datetheBill
receivesroyalassent./Subitem86(2)]

Request for amendment 2

Thisamendmentaddsadefinitionof ‘1994-95 frankingyear’.
[Subitem 86(3)]
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Employee share acquisition schemes

Thefollowing amendmentsandrequestsfor amendmentrelateto
Schedule6of the Bill.

Request for amendment 3

Thisamendmentensuresthat thevaluationprovisionsofthe proposed
paragraph136B(1)(a)of theFBTAA, which valuessharesor rights quoted
on a stockmarket,apply wherethereis only onetransactionon the stock
marketon theday.[Item 6]

Request for amendment 4

Thisamendmentprovidesfor two furthermethodsof valuingsharesor
rightswhich arequotedon a stockmarketbutwhich cannotbevalued
underthemethodscurrently setout in theproposedparagraph136B(l)(a)
of theFBTAA. [Item 6/

Requests for amendment 5 and 6

Theseamendmentsremovetheconcessionaldeductionwhich wasto be
allowedundertheproposedsubsection76(1)of theIncomeTax
AssessmentAct 1936(ITAA) in respectof thesection39FGconcession
(thedeferralconcession).[Item 14]

Amendment 1

Thisamendmentincreasesthesection39FGconcessionamount(the
deferralconcessionamount)from $1500to $5000.[Item 2]

Amendment 2

Thisamendmentensuresthat the limiting conditionsof non-
discrimination,vesting,andminimumdisposalperiod(previously
containedin theproposedparagraph3 9F1(f) oftheFringe BenefitsTax
AssessmentAct 1986(FBTAA) butremovedby amendments5, 6, and 7)
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continueto apply to thesection39FF concession(theexemption
concession).[Item 2]

Amendment 3

Thisamendmentaddsa limiting conditionto thesection39FGconcession
(thedeferralconcession)sothat the concessionwill only apply to ordinary
employeesharefringe benefitswhereeachemployeeis, or wasat some
earliertime,entitled to acquiresharesorrights in thecurrentemployeror
holdingcompanyofthecurrentemployer. It is not necessary,in these
cases,thattheearlieracquisitionschemebe operatedonly by thecurrent
employeror that theemployeewasemployedby thecurrentemployerat
thetime. [Item 2/

Amendment 4

This is a technicalamendmentwhich arisesa resultof amendments5, 6
and 7. [Item2]

Amendment 5

This amendmentremovesthelimiting conditionof theproposed
subparagraph39F1(f)(i)of theFBTAA which requiredthat,beforeeither
the 39FFconcession(the exemptionconcession)or the 39FGconcession
(thedeferralconcession)couldbeclaimed,boththeacquisitionscheme
andany financialassistanceschemebenon-discriminatory.However,
amendment2 ensuresthatthis limiting conditioncontinuesto apply to
thesection39FF concession(theexemptionconcession).[Item 2]

Amendment 6

This amendmentremovesthelimiting conditionoftheproposed
subparagraph39F1(f)(iv)ofthe FBTAA which requiredthat,beforeeither
the39FF concession(the exemptionconcession)or the39FGconcession
(thedeferralconcession)couldbeclaimed,theacquisitionschemedid not
haveanyconditionsthatcouldresult in thesharesor rights being
forfeited.However,amendment2 ensuresthatthis limiting condition
continuesto apply to the section39FFconcession(theexemption
concession).[Item 2]

Amendment 7

This amendmentremovesthelimiting conditionof theproposed
subparagraph3 9F1(f’)(v) of theFBTAA which requiredthat, for eitherthe
39FFconcession(theexemptionconcession)or the39FGconcession(the
deferralconcession)to be claimed,thedisposalof anysharesor rights
couldnot generallyoccurwithin 5 yearsof acquisition. However,
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amendment2 ensuresthat this limiting conditioncontinuesto apply to
thesection39FF concession(theexemptionconcession).[Item 2]

Amendment 8

This amendmentchangesthedefinitionof ‘permanentemployee’in the
proposedsubsection39FL(1)of theFBTAA sothata full-time or
permanentpart-timeemployeeneedsatleast24 monthsserviceto qualif~’
as a permanentemployee.[Item 2/

Amendment 9

This amendmentchangesthepreviouslyproposeddefinitionof ‘approved
stock exchange’in subsection136(1)of theFBTAA to extendits meaning
to includetheAustralianStockExchangeLtd andcertainoverseasstock
exchanges.[Item 5/
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