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General Outline and Financial Impact

Payment of interest on overpayments and early payments

Amendsthe Bill sothatvariousActs refertothe Taxation (Interest on
Overpayments)Act 1983by its newtitle, i.e.,theTaxation(Intereston
OverpaymentsandEarlyPayments)Act 1983. Theamendmentsalso
removereferencesin the Income TaxAssessmentAct 1936andthe
PetroleumResourceRentTaxAssessmentAct1987to the interestrate
prescribedfor thepurposeof the Taxation(Intereston Overpayments)Act
1983,becausethis ratewill no longerbe prescribedin regulations.

Financial impact: None.

En~ployeeshare acquisition schemes

AmendstheBill to makea numberof smallchangesto the employee
shareacquistionschemeprovisionswhich will ensurethat themeasurehas
its intendedeffect.

Financial impact: Thenatureof theamendmentsaresuchthatareliable
estimatecannotbemade.
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Payment of interest on overpayments
and early payments

Explanation of the amendments

The following amendmentsrelateto Schedule5of theBill.

The Bill makesa numberof amendmentstothe Taxation(Intereston
Overpayments)Act 1983(theOverpaymentsAct). Oneof the
amendmentswill changethetitle of thatAct to theTaxation(Intereston
OverpaymentsandEarlyPayments)Act 1983. This is becausein future
interestwill bepayableon earlypaymentsof incometax aswell ason
overpaymentsof incometax. Anotheramendmentwill providefor the
interestrateon overpaymentsandearlypaymentsto beset in the
OverpaymentsAct. Previouslytheratewasset in regulationsbut,as
explainedin the ExplanatoryMemorandumto theBill, this is no longer
necessary.

BecausesomeotherActs pick up therateof interestprescribedfor the
OverpaymentsAct for their own purposes,theBill makessome
consequentialamendmentsofthoseotherActs to reflectthattheratewill
no longerbeprescribed. However,theBill doesnotcoverall theActs
affected. For thatreasonit is proposedto amendsomeotherActs in the
sameway.

As well astheseconsequentialamendments,someothersarerequiredto

dealwith instanceswhereotherActsreferto theOverpaymentsAct by its
old title. Thefollowing amendmentswill changethoseActs sothat they
cite theOverpaymentsAct by its newtitle.

Anlendment 1
This amendmentchangesthecitation in paragraph26(jb)oftheTax Act
sothat it refersto theOverpaymentsAct by its newtitle. [Item 24A]

This amendmentalso changesthedefinitionof’basic statutoryinterest
rate’ in section1 O2AAB of theIncomeTaxAssessmentAct 1936(theTax
Act) by removingthereferenceto theinterestrateprescribedfor the
purposeof theOverpaymentsAct andreplacingit with theratespecified
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in section214A of theTaxAct, less 4 percent,i.e.,therateset in the
OverpaymentsAct toapply to overpaymentsandearlypaymentsof
incometax.(Item 24BJ

Amendment 2

Thisamendmentincludessection1 O2AAB oftheTax Act asaprovision
to which interestfor in a particularperiodcanbe calculatedunder
subsection214A(2) of theTaxAct. (Item 26/

Amendment 3
Thisamendmentincludessection65 of thePetroleumResourceRentT4x
AssessmentAct 1987asa provisionto which interestfor in a particular
periodcanbecalculatedundersubsection214A(2)of theTaxAct.
(Item 26J

Amendment 4

Thisamendmentchangescitationsin thefollowing Acts sothat theyre~er
to theOverpaymentsAct by itsnewtitle:

• Paragraph5A(I )(e)of theAustralian Capital Territory Taxa ion
(Administration)Act 1969(item36A/

• Schedule3 of theFreedomof InformationAct 1983fitem 36.~IJ

• Paragraph5A(1 )(e)of thePay-roll Tax (Territories) Assessn~ent
Act 1971 (item36C/

• Subsections5(4)and6(3)of theSwimmingPoolsTax Refun~
Act 1992(items36Fand36G/.

This amendmentalsoremovesfromsection65 of thePetroleumResou~ce
Rent TaxAssessmentAct 1987thereferencetothe interestrateprescrit~ed
for thepurposeofthe OverpaymentsAct and replacesit with therate
specifiedin section214A of theTaxAct less 4 percent.(Items36.Dankl
36EJ

Amendment 5

Thischangestheapplicationprovisionin theBill sothatamendments
1-4 above,to theextentthat theyreferto the interestrateprovidedfor by
section2 14A of theTax Act, will apply to interestpayablein respectc4f
periodscommencingonor after 1 July 1994,or in respectof periodstd the
extentthat theycontinueafter30 June1994. Thisis consistentwithtl~e
similaramendmentsbeingmadein theBill. (Subitem37(1O)J
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Employee share acquisition schemes

E~pIanationof the amendments

The followingamendmentsrelateto Schedule6of theBill.

At~iendment 6 : Company employee share benefit

Throughouttheemployeeshareacquisitionschemeprovisionsit is abasic
tenetthat theprovisionof ashareor rightto anemployee,otherthana
sharearisingfrom theexerciseof a right, is afringebenefit. This
amendmentwill excludefrom a “companyemployeesharebenefit” shares
arisingfrom theexerciseof aright. (Item 2, newparagraph39FA(Ca)]

Athendment 7 : ESAS shares or rights

Also, to qualify for theconcessions,theemployermustonly provideits
own sharesorsharesof its holdingcompany. Thisamendmentwill ensure
thatthequalifying conditionsfor theconcessionswill notbebreached
wherea holdingcompanyprovidessharesor rightsdirectlyto the
employeesof thesubsidiarycompany.(Item 2]

An~endment8 : Permanent employees
To qualify for theconcessionsavailableto reducethetaxablevalueofan
employeesharebenefit,anemployerneedsto, amongstotherthings,offer
thesharesor rightsto all “permanentemployees”.The Bill excludesfrom
thedefinitionof “permanentemployee”directors,employeeswho areonly
temporarilyin Australiaandnon-residents.Thisamendmentwill exclude
personsnotphysicallypresentin Australiafromthedefinitionof
“permanentemployee”.(Item 2/

Am~ndments 9 to 11 : Transitional provision
Thetransitionalprovisionannouncedin theTreasurer’sPressReleaseof
29 July 1994appliesonly to sharesor rightsacquiredby employeesunder
theshareschemearrangement.Wheresharesor rightswerealsoacquired
underthearrangementby personsotherthanemployees,thepresent
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provisionsof theBill woulddisqualify thearrangementfrom the
transitionalprovision- including anysharesor rightsacquiredby
employees.This amendmentwill ensurethat,regardlessofwhat other
sharesorrights maybeissuedunderthearrangement,thoseissuedto
employeesbefore30 June1995 fall for treatmentunderthe transitional
provision.

Thetransitionalprovisionannouncedin the Treasurer’sPressReleaseof
29 July 1994alsorequires,amongstotherthings,that all sharesor right5
beprovidedby 30 June1995. As a resultofa drafting error,thedatein
theBill is 30 July 1995. Thisamendmentwill changethedatebackto
30 June1995, in line with thePressRelease.(Item 2]

Amendment 12 : Valuation of non-quoted rights to acquire shares

TheBill specifiesthat thevalueof a rightwhich is notquotedon a stoc1~
exchangeis not to belower thanthemarketvalueof theunderlyingshai~e
lessthe lowest exercisepriceof theright wherethevaluationis notbas~d
ontheSchedule2 table.Thisamendmentwill applythat lower limit to ~he
valuationof all rights whichhavenot beenquotedon astockexchange.
Thisamendmentwasforeshadowedin theAssistantTreasurer’sPress
Releaseof 13 October1994.(Item 6]

Amendments 13 to 15 : Instructions for using Schedule 2 table

Thewording in the instructionsfor usingTable1 of Schedule2 which
refersto theexerciseperiodofa right differs from thewordingin the I

instructionsfor usingTable2 of Schedule2 (it alsodiffers fromthe
wording in the “Generalnote’). Thisamendmentwill makethewordirig
in the instructionsfor usingTable2 (andthewordingin the “General
note”) thesameasthe wordingin Table 1 to avoidanyconfusionin
interpretingthoseinstructions.[Item 8]

Amendment 16 : Scope of provisions
Theprovisionof a sharearisingfromtheexerciseof a right is nota frir~ge
benefit. Thisamendmentwill ensurethat theprovisionof sharesarisir~g
from theexerciseof aright will not betaxedunderthepreviousemployee
shareacquisitionschemeprovisions(section26AAC of the IncomeTc4~
AssessmentAct 1936) if therightwasnot taxedundertheseprovisions~
(Item 11]

Amendment 17 : Eligible termination payments I

TheTreasurer’sPressReleaseof 29 June1994statedthat sharediscounts
subjectto thenewemployeeshareacquisitionschemearrangements
wouldno longerbetaxedas eligibleterminationpayments(ETP). While
the Bill excludesfrom ETPsamountsincludedin theassessableincomeof
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a taxpayerunderthedeferralconcessionby virtue of section26AAD or
underthenon-cashbusinessbenefitprovisionsof section21A, theactual
provisionof discountedsharesorsharerightshasnot beenexcluded.This
amendmentwill excludefrom ETPsanyamountwhich would havebeen
otherwisesubjectto thenewemployeeshareacquisitionscheme
arrangements.(Item 13]

Amendment 18 : Typographical correction

“Division 9 of PartIII” shouldread“Division 9 ofPartlilA”. (Item 16]

Amendments 19 to 22 : Cost base

Thetaxablevalueof anemployeesharebenefit is generallythemarket
valueoftherelevantshareorright. Similarly, thecostbaseof that share
or right (for capitalgainspurposes)is also generallythemarketvalueof
therelevantshareor right ascalculatedfor fringebenefitstax (FBT)
purposes.Thisamendmentwill specifythatthecostbasewill bethe
greateroftheamountactuallypaidfor theshareor right or themarket
valueoftheshareorright for FBT purposes.(Item 16]
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