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Overview ofthe Government’sdeficit reduction
packageoflegislation

The deficit reduction packagecomprises8 Bills, which will giveeffect tochangesto
the tax law announcedin the 1993-4Budget.

Taxation (Deficit Reduction) Bill (No. 1) 1993

This Bill will makethe amendmentsnecessalyto giveeffect to the following

measures:

- increasethe Medicarelow income thresholds;

- remove the concessionaltreatment thatapplies to the taxationof unused
annualandlong serviceleave;

- changesto the taxation treatmentof excessdomestictravel allowancesand
expenses,andof certainnon-deductibleexpenses;

- denialof incometax deductionsforcarparking expensesfor self-employed
persons;

- changesto the taxation treatment of creditunions.

This Bill will commenceon the date on which it receivesthe RoyalAssent

Taxation (Deficit Reduction) Bill (No.2) 1993

• This Bill containsamendmentsto giveeffect to thefollowing 2 measures:

- increasetherate of fringe benefitstax;

- changethe taxationtreatment of friendly societies,including bringingthe rate
oftaxontheirlifeinsurancebusinessintolinetththerateoftaxonsimilar
businessundertakenby life companies.

• This Bill will commenceon thedateon which it receivesthe RoyalAssent

Taxation(Deficit Reduction)Bill (No.3)1993

• This Bill will containthe amendmentsnecessaryto:

- bring forwardthe first roundof personaltax cuts,andto defer the second
round; and

- introduce the $150low incomerebate.



This Bill will not commenceuntil all of the other Bills in thispackage,except
for the Taxation (Deficit Reduction)Bill (No. 2) 1993,receivethe Royal
Assent.

SalesTax (Customs) (Deficit Reduction)Bill 1993

SatesTax (Excise) (Deficit Reduction) Bill 1993

SalesTax (In Situ Pools)(Deficit Reduction) Bill 1993

SalesTax (General) (Deficit Reduction)Bill 1993

Eachof theseBills will modify theSalesTax (Exemptions and Classjflcations)
Act1992 to the extentnecessaryto giveeffect to the following changesto the
salestax laws:

- thegeneralpercentageincreasesin salestax rates;

- the changeof rateson wine;

- the changesto the tax treatment of luxury motorvehicles.

TheseBills will be takento havecomeinto operationon 18 August 1993,for
thosemeasuresannouncedto takeeffectfmm that date.

SalesTax AssessmentAmendment (Deficit Reduction) Bill 1993

ThisBill will makethe consequentialchangesto theSalesTax AssessmentAct
1992that are necessaryto giveeffect to the changesto the taxation treatment of
luxury motorvehicles.

ThisBill will be taken to havecomeinto operationon 18 August 1993.



GENERAL OUTLINE AND FINANCIAL IMPACT

TheTaxation(Deficit Reduction)Bill (No. 3)1993will amendtheIncome
TaxRatesAct1986andthe IncomeTaxAssessinentAct1936 by makingthe
following changes:

Personal tax cuts

AmendstheIncomeTaxRatesAct1986to declare the rates of tax
payable by both residents and non residents for the 1993-94and
subsequentincomeyears.

Dateofeffect:WhenRoyalAssenthasbeenreceivedfor the accompanying
packageof SalesTax (Deficit Reduction)Bills andTaxation(Deficit
Reduction)Bill (No.1) 1993.

Proposalannounced: 17 August1993(1993-94Budget),and
30 August1993

FinancialCost: 93/94 94195 95/96 96/97
$1,550m $2,900m $3,120m $3,450m

Rebate for low-income taxpayers

Providesfora rebateof up to $150to low-incometaxpayerswhose
taxable income is lessthan $24,450.

Dateofeffect:Assessments for 1993-94 and subsequent years of income

Proposalannounced: 17 August(1993-94Budget),and30 August1993

Financial Cost: 93/94 94/95 95/96 96/97
$530m $515m $500m





PersonalTaxRateCuts

CHAPTER ONE PersonalTaxRateCuts

Summaryof amendmanic 3
Backgroundto thelegislationS
Explanationofamendment 4

Summary of amendments

1.1 Purposeofo,znendmentTo bring forwardthe 1994-95tax cuts andto
defer the taxcuts which were to apply from 1 January1996.

1.2 Date ofEffect When Royal Assenthasbeenreceivedfor the
accompanying package of SalesTax (Deficit Reduction) Bills andTaxation
(Deficit Reduction) Bill (No.1) 1993fSubclauses2(2)and2(4)).

Background to the legislation

1.3 In the 1993Budget, it was announcedthat therates of tax
scheduledto commenceon 1 July1994would be brought forwardto I
November1993. On 30 August 1993,the Government announcedthatthe
payment of the taxcutswill be delayedfrom 1 November to 15 November
1993. Further, the tax rates scheduledto commenceon 1 January1996
would be deferred.
1.4 The currentandproposedfuturepersonalincometax scalesfor

residentswill be as shownin the Table below -

13 Current andFuture IncomeTax RateScalesfor Residents
Current

Partsof Marginal
Taxable Rate
Income (%)
(Spa)

Future

Partsof Marginal
Taxable Rate
Income (%)
(Spa)

0-5400 0

5400-20700 20

20700-36000 38

36000-50000 46

Over50000 47

0-5400 0

5400-20700 20

20700-38000 34
38000-50000 43

Over50000 47
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PersonalTaxRateCuts

Partsof
Taxable
Income
(Spa)

Marginal
Rate
(%)

0-5400
5400-20700

20700-36000

36000-38000

38000-50000

Over50000

0
20

35.5
38.5

44.125

47

1.9 Theratesof tax for non-residentsforthe 1993-94incomeyearwill
beas shownin theabovetablewith the exceptionthatataxrateof 29%will
applyto taxableincomein the range$0 to $20,700.

Explanation of the Amendments

1.10 TheBill will amendtheIncomeTa.xRatesAct1986to bring
forwardthe1994-95personaltaxcuts. The amendmentswill alsodeferthe
tax cutswhichwere to commenceon 1 January1996. The reductionsin
personal income tax ratesaffect themarginalratesof personalincometax
thatnowapply in theincomerangeof $20,700to $50,000.

1.11 The Bill will declaretheratesof personalincometaxwhichwill
apply, to bothresidentsandnon-residents,for assessmentsin respectof:

• the1993-94yearof income[Clause5];

• the1994-95andsubsequentyearsof income(Clause6].

1.6 Theratesof tax for non-residentswill beas shownin theabove
tablewith the exceptionthatatax rateof 29%appliesto taxableincomein
the range$0 to $20,700.

1.7 Becausethe1994-95taxcutsarebeingbroughtforwardtheBill
will alsodeclarecompositeratesto apply,for bothresidentsandnon-
residents,in respectof taxableincomefor the 1993-94yearof income. The
compositeratesfor residents,basedon thecurrentandfuture ratesshownin
the abovetableandassuminga15 November1993‘changover’,will beas
follows -

1.8 CompositeIncomeTax RateScalesfor 1993-94
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PersonalTaxRateCuts

1.12 In addition,the Bill will declarethe ratesoftax to apply to a future
prescribedyear of income(after1994-95)andyearsof incomeafter that
prescribed year fSubclause2(3)andClause7].

1.13 The amendmentswill alsorepealthe TaxLegislationAmendinent
Act1992which was enactedlastyear to declare the rates of tax to apply for
the 1994-95andsubsequentyearsof income[ClausesSand9j
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LowIncomeRebate

CHAPTER TWO Low-IncomeRebate

Swnmaiyofamendments 6
Backgroundto the kgislation6
Explanationofamendment 6

Summary of amendments

2.1 Pwposeof theamendments:To amend theIncomeTaxAssessmentAct
1936 to provide arebateof up to $150to taxpayerswhose taxable income is
below$24,450[Clause11]. The fill rebate entitlement will be available to
taxpayerswhosetaxableincomedoesnot exceed$20,700.The rebate
reducesat the rate of 4 centsfor each$1 of taxable incomeabove$20,700.

2.2 DateofEffect: Assessmentsfor the 1993-94andlateryearsof income.

Background to the legislation

2.3 In the 1993-94Budget, it wasannouncedthattherewouldbea
rebate on assessment, in the 1993-94 andlateryearsof income,for taxpayers
whose taxable income is below $23,200. On 30 August 1993,the
Governmentannouncedthat the rebatewould be increasedto $150. The $50
increase in the rebate will result in the upper taxable income threshold being
increasedfrom $23,200to $24,450.

Taxpayerswith ataxableincomeof up to $20,700will beentitledto a$150
rebate. Taxpayerswith taxable incomesbetween$20,700and$24,450will
have the $150rebatereducedat the rate of 4 centsfor each$1 of taxable
income in excess of $20,700. There will be no entitlementto the rebate
wheretaxable incomeis $24,450or greater.

Explanation of the amendments

2.4 The Bill will introduce newsection159Ninto theIncomeTax
AssessmentAct1936to give effect to therebatefor low-incometaxpayers
which wasannouncedin the 1993 Budget. Taxpayerswhosetaxable income
on assessmentisbelow$24,450will beentitledto therebateon assessmentin
the 1993-94andlaterincomeyears[Clauses12 andJ3J.
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Low IncomeRebate

2.5 Taxpayers with a taxable incomes of up to $20,700will be entitled
to arebateof $150on assessment.Therebatewill be reducedat the rate of 4
centsfor eachdollar of taxableincomein excessof $20,700
[Newsubsection159N(2)J.

Example

2.6 A taxpayer with taxable incomeof $22,000for the 1993-94year
of incomewill beentitled to alow-incomerebate,calculatedon assessment
as follows:

(a) Rebatebeforereduction: $150

(b) Reductionin rebate[(22,000-20,700)x .04]: $ 52

(c) Rebateentitlementon assessmentfor 1993-94[(a)-(b)]: $ 98
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