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Taxation Laws Amendment Act (No. 4)
2003

No. 66, 2003

An Act to amend the law relating to taxation, and
for related purposes

[Assented to 30 June 2003
The Parliament of Australia enacts:

1 Short title

This Act may be cited as tHaxation Laws Amendment Act
(No. 4) 2003

Taxation Laws Amendment Act (No. 4) 2003 No2 663
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2 Commencement

(1) Each provision of this Act specified in colurhmof the table
commences, or is taken to have commenced, on therds the
time specified in column 2 of the table.

Commencement information

Column 1

Column 2 Column 3

Provision(s)

Commencement Date/Details

1. Sections 1 to 4 The day on which this Act receives the

and anything in

30 June 2003
Royal Assent

this Act not

elsewhere covered

by this table

2. Schedule 1 The day on which this Act receihes t 30 June 2003
Royal Assent

3. Schedule 2 The day on which this Act receihes t 30 June 2003
Royal Assent

4. Schedule 3, The day on which this Act receives the 30 June 2003

items 1 to 45 Royal Assent

5. Schedule 3, The later of: 30 June 2003

item 46 (a) immediately after the commencement of

Schedule 3 to th@axation Laws
Amendment Act (No. 2) 200snd

(b) the day on which this Act receives the
Royal Assent

5A. Schedule 3,

Immediately after the commencement of 29 June 2002

item 46A Schedule 27 to thdew Business Tax System
(Consolidation and Other Measures) Act
2003
6. Schedule 3, The day on which this Act receives the 30 June 2003
items 47 to 57 Royal Assent
7. Schedule 3, The later of: 30 June 2003
item 58 (a) immediately after the commencement of
Schedule 3 to théaxation Laws
Amendment Act (No. 2) 200&d
(b) the day on which this Act receives the
Royal Assent
8. Schedule 3, The day on which this Act receives the 30 June 2003

items 59 to 70

Royal Assent
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Commencement information

Column 1

Column 2 Column 3

Provision(s)

Commencement Date/Details

8A. Schedule 3,
item 70A

Immediately after the commencement of 2 April 2003
Schedule 3 to théaxation Laws Amendment
Act (No. 1) 2003

8B. Schedule 3,
item 71

The day on which this Act receives the 30 June 2003
Royal Assent

9. Schedule 3,
items 72 and 73

The later of: 30 June 2003
(a) immediately after the commencement of

Schedule 3 to théaxation Laws

Amendment Act (No. 2) 200snd
(b) the day on which this Act receives the

Royal Assent

10. Schedule 3,
items 74 to 89

The day on which this Act receives the 30 June 2003
Royal Assent

11. Schedule 3,
item 90

The later of: 30 June 2003
(a) immediately after the commencement of

Schedule 3 to théaxation Laws

Amendment Act (No. 2) 200&d
(b) the day on which this Act receives the

Royal Assent

12. Schedule 3,
items 91 to 128

The day on which this Act receives the 30 June 2003
Royal Assent

12A. Schedule 3,
item 128A

Immediately after the commencement of 2 April 2003
Schedule 3 to théaxation Laws Amendment
Act (No. 1) 2003

12B. Schedule 3,
items 129 to 132

The day on which this Act receives the 30 June 2003
Royal Assent

13. Schedule 3,
item 133

The later of: 30 June 2003
(a) immediately after the commencement of

Schedule 3 to théaxation Laws

Amendment Act (No. 2) 200&d
(b) the day on which this Act receives the

Royal Assent

14. Schedule 3,
items 134 to 141

The day on which this Act receives the 30 June 2003
Royal Assent

15. Schedule 4

The day on which this Act recefties 30 June 2003
Royal Assent
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Commencement information

Column 1

Column 2

Column 3

Provision(s)

Commencement

Date/Details

16. Schedule 5

The day on which this Act receities
Royal Assent

30 June 2003

17. Schedule 6

The day on which this Act receities
Royal Assent

30 June 2003

18. Schedule 7

The day on which this Act recefties
Royal Assent

30 June 2003

Note:

This table relates only to the provisionshi$ Act as originally
passed by the Parliament and assented to. It aiilbe expanded to
deal with provisions inserted in this Act aftererss

(2) Column 3 of the table is for additional infation that is not part
of this Act. This information may be included inygoublished
version of this Act.

3 Schedule(s)

Each Act that is specified in a Schedule to Ausis amended or
repealed as set out in the applicable items irSttteedule
concerned, and any other item in a Schedule tofittifias effect
according to its terms.

4 Amendment of assessments

Section 170 of thitncome Tax Assessment Act 188@&s not
prevent the amendment of an assessment made tedore

commencement of this section for the purposeswfigieffect to
this Act.
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Internal roll-oversSchedule 1

Schedule 1—Internal roll-overs

| ncome Tax Assessment Act 1936

1 Subsection 27A(1) (paragraph (c) of the definiti  on of
eligible service period)

Omit “(e)”, substitute “(daa), (e), (ea)”.

2 Subsection 27A(1) (paragraph (d) of the definiti  on of
eligible service period)

Omit “(h)", substitute “(gaa), (h), (ha)”".

3 Subsection 27A(1) (after paragraph (d) of the de finition of
eligible termination payment)

Insert:

(daa) an amount resulting from the commutatiowhiole or in
part of a superannuation pension payable to thmageet
from a superannuation fund, being an amount:

(i) that remains in the fund after the commutation the
purpose of providing superannuation benefits to the
taxpayer or to dependants of the taxpayer in tleateef
the death of the taxpayer; or

(i) that is applied, immediately after the comatidn,
towards the provision of one or more other
superannuation pensions payable to the taxpayer fro
that fund;

4 Subsection 27A(1) (after paragraph (e) of the de finition of
eligible termination payment)

Insert:

(ea) the residual capital value of a superannogténsion
payable to the taxpayer from a superannuation fund:
() that remains in the fund, after the residwgital value
of the pension became payable, for the purposeeof t
provision of superannuation benefits to the taxpaye

Taxation Laws Amendment Act (No. 4) 2003 N0o2@63 5



Schedule 1 Internal roll-overs

to dependants of the taxpayer in the event of &aghd
of the taxpayer; or

(ii) that is applied, immediately after the resitinapital
value of the pension became payable, towards the
provision of one or more other superannuation [@essi
payable to the taxpayer from that fund;

5 Subsection 27A(1) (after paragraph (g) of the de finition of
eligible termination payment)

Insert:

(gaa) an amount resulting from the commutatiowtiole or in
part of a qualifying annuity (thiérst annuity) payable to the
taxpayer, being an amount applied, immediately difite
commutation, towards the provision of one or mdren
qualifying annuities payable to the taxpayer byghger of
the first annuity;

6 Subsection 27A(1) (after paragraph (h) of the de finition of
eligible termination payment)
Insert:

(ha) the residual capital value of a qualifyingpaity (thefirst
annuity) payable to the taxpayer, that is applied, immtetiia
after that residual capital value became payabieatds the
provision of one or more other qualifying annuitpeg/able
to the taxpayer by the payer of the first annuity;

7 Subsection 27A(1)
Insert:
internal roll-over amount, in respect of a taxpayer, means an ETP

covered by any of paragraphs (daa), (ea), (ga@jayrof the
definition ofeligible termination payment in this subsection.

8 Subsection 27A(1) (paragraph (a) of the definiti  on of
undeducted contributions)

Omit “(e)", substitute “(daa), (e), (ea)”.

6 Taxation Laws Amendment Act (No. 4) 2003No. 66, 2003



Internal roll-oversSchedule 1

9 Subsection 27A(1) (paragraph (c) of the definiti  on of

10

11

12

13

14

15

16

17

undeducted contributions)
Omit “(h)", substitute “(gaa), (h), (ha)”".

After subsection 27A(5C)
Insert:
(6) If the Commissioner specifies in writing guides or principles to
be applied in calculating internal roll-over amayran internal

roll-over amount is to be calculated in accordanitk those
guidelines or principles.

Subsection 27A(12)

After “qualifying eligible termination payment ifinsert “it is an
internal roll-over amount in relation to the taxpagr if”.

Paragraph 27A(13)(a)
After “if”, insert “the amount is an internal ratlver amount or if".

Subsection 27AAAA(2)
(Ohm)it “(e), (f), (9), (h)", substitute “(daa), (efga), (f), (9), (gaa), (h),
a)”.
Paragraph 27AAAA(4)(b)
After “payment of”, insert “, or represents,”.

Subsection 27AB(1) (table item 5, column headed  “ETP
type”)
Omit “(h)", substitute “(gaa), (h), (ha)".

Subsection 27AB(1) (table item 7, column headed  “ETP
type”)
Omit “(e)”, substitute “(daa), (e), (ea)”.

After subparagraph 27D(1)(b)(i)
Insert:

and (ia) details of each internal roll-over amo{imthis section
referred to as gualifying roll-over payment) in relation
to the taxpayer; and

Taxation Laws Amendment Act (No. 4) 2003 N0o2@63 7



Schedule 1 Internal roll-overs

18 Application

The amendments made by this Schedule apply to ceaions
occurring, and residual capital values becomingapbey on or after
1 July 2001.

8 Taxation Laws Amendment Act (No. 4) 2003No. 66, 2003



Mining Schedule 2

Schedule 2—Mining

| ncome Tax Assessment Act 1997

1 Atthe end of section 40-30
Add:

(6) This Division applies to ‘amining, quarrying or prospecting right
(thenew right) as if it were a continuation of another mining,
quarrying or prospecting right yéaeld if:

(a) the other right ends; and
(b) the new right and the other right relate t® $ame area, or

any difference in area is not significant.
2 Paragraph 40-80(1)(b)
Before “you do not use it”, insert “when you fitgge the asset,”.

3 Subsection 40-95(7) (at the end of the table)
Add:
11 A "mining, quarrying or prospecting The life of the mine or proposed mine

right relating to"mining operations of, if there is more than one, the life of
(except obtainingpetroleum or the mine that has the longest estimated

quarry materials) life

12 A "mining, quarrying or prospecting The life of the petroleum field or
right relating to'mining operations proposed petroleum field
to obtain"petroleum

13 A *mining, quarrying or prospecting The life of the quarry or proposed

right relating to"mining operations quarry or, if there is more than one, the

to obtain quarry materials life of the quarry that has the longest
estimated life

4 Subsection 40-95(8)
Omit “(for example, dmining, quarrying or prospecting right)”.

5 Subsection 40-730(7)

Omit “for a*taxable purpose”, substitute “for thgurpose of producing
assessable income”.

Taxation Laws Amendment Act (No. 4) 2003 N0o2@63 9



Schedule 2 Mining

Income Tax (Transitional Provisions) Act 1997

6 At the end of subsection 40-35(1)
Add:

Note: Subsection (6) also applies to a case whauedid not have
unrecouped expenditure at 30 June 2001: see sidrség).

7 At the end of section 40-35
Add:

(7) If section 40-115 of the new Act applies, ectson 40-125 of the
new Act would, apart from this subsection, apphythe real asset
referred to in subsection (5) of this section, then

(a) if the real asset is split into 2 or more @epating assets and
you stop holding, or stop using for a taxable pegy@ne or
more but not all of the assets into which it idtspl
subsection (5) does not apply to that asset otsasge
which it is split that you continue to hold and tioae to use
for a taxable purpose; or

(b) if the real asset is merged into another dagtiag asset—
section 40-125 does not apply to the asset intoiwihiis
merged while you continue to hold it.

(8) Subsection (6) also applies to a case where:

(a) you did not have an amount of unrecouped edper under
Division 330 of the former Act at the end of 30 @001,
but you had an amount of unrecouped expenditureruhat
Division before 30 June 2001; and

(b) that expenditure relates to property thaioisandepreciating
asset (thether property); and

(c) after that day, the other property is dispasiedbst or
destroyed, or you stop using it for a taxable psepo

8 After section 40-35
Insert:

40-37 Post-30 June 2001 mining expenditure

(1) This section applies to you if:

10 Taxation Laws Amendment Act (No. 43200 No. 66, 2003



Mining Schedule 2

(a) you incur expenditure after 30 June 2001 uadmntract
entered into before that day; and

(b) the expenditure would have been allowabletabpi
expenditure, and you could have deducted an anfouitt
under Division 330 of the former Act if you had umeed it
before 1 July 2001; and

(c) the expenditure does not relate to a depiagiatsset.

(2) Division 40 of the new Act applies to the emgreure as if it were a
depreciating asset (tmetional asset) you hold on this basis:

(a) it has a cost at the time you incur the expgarelequal to the
amount of the expenditure; and

(b) in applying the formula in section 40-75 oé thew Act for
the income year in which you incur the expendituyea-use
the adjustments in subsection 40-75(3) of the nety @d

(c) itis taken to be used for a taxable purposemyou incur
the expenditure; and

(d) it has an effective life worked out under sdi®n (3); and
(e) you must use the prime cost method.

Note: There are special rules for entities thaetembstituted accounting
periods: see section 40-65.

(3) The effective life of the notional asset a #tart of an income year
(present income year) for which you are working out its decline in
value is:

(a) for an amount of expenditure incurred in daugyon eligible
mining operations other than in the course of petrn
mining—the lesser of 10 and the number equal totimber
of whole years in the estimated life of the minepwposed
mine, on the mining property, or, if there is mdran one
such mine, of the mine that has the longest estihiéfe, as
at the end of the present income year; or

(b) for an amount of expenditure incurred in ciagyon eligible
mining operations in the course of petroleum miritige
lesser of 10 and the number equal to the numbehofe
years in the estimated life of the petroleum fi@ligproposed
petroleum field as at the end of the present incpeae; or

(c) for an amount of expenditure incurred in ciargyon eligible

quarrying operations—the lesser of 20 and the nuratpeal
to the number of whole years in the estimateddffthe

Taxation Laws Amendment Act (No. 4) 2003 N0o2@63 11



Schedule 2 Mining

quarry, or proposed quarry, on the quarrying prigper, if
there is more than one such quarry, of the quaaytias the
longest estimated life, as at the end of the ptaseame

year.

(4) Sections 40-95 and 40-110 of the new Act doapply to the
expenditure.

(5) If both of these paragraphs apply:
(a) any of the expenditure referred to in subsadfi) relates to
property that is not a depreciating asset @ther property);
(b) in an income year (theessation year), the other property is
disposed of, lost or destroyed, or you stop udiforia
taxable purpose;
there is an additional decline in value of the owdil asset for the
cessation year equal to so much of the notiona&it'assdjustable
value as relates to the other property.

(6) If the other property is disposed of, lostlestroyed, or you stop
using it for a taxable purpose, you must includgaar assessable
income:

(a) if the other property is sold for a price gpedo that
property—that price, less the expenses of the(salte
extent the expenses are reasonably attributalsielling that
particular property); or

(b) if the other property is sold with additiomabperty without
a specific price being allocated to it—the parthef total sale
price, less the reasonably attributable expenstwedale,
that is reasonably attributable to selling the pfiveperty; or

(c) if the other property is lost or destroyed—#meount or
value received or receivable under an insuranaeypot
otherwise for the loss or destruction; or

(d) if you own the other property and you stomgst for a
taxable purpose—its market value at that time; or

(e) if you do not own the property and you stoipgiét for a
taxable purpose—a reasonable amount.

However, the amount included is reduced to thergxteany) that
it is also included under subsection 40-830(6hefriew Act.

12 Taxation Laws Amendment Act (No. 43200 No. 66, 2003



Mining Schedule 2

40-38 Mining cash bidding payments

(1) This section applies to expenditure you incunder a contract
entered into before 30 June 2001, if:
(a) the expenditure would have been a mining badiing
payment under Subdivision 330-D of the former At
(b) either:

(i) you incurred the expenditure before that datthe
grant of the mining authority concerned occurredon
day (thestart day) after 30 June 2001; or

(i) the grant of the mining authority concernextorred
before 30 June 2001 but you incurred the expereitur
on a day (also thgart day) after 30 June 2001.

(2) Division 40 of the new Act applies to the emgreure as if it were a
depreciating asset (tmetional asset) you hold on this basis:

(a) it has a cost at the start day equal to theuatnof the
expenditure; and

(b) in applying the formula in section 40-75 oé thew Act for
the income year in which the start day occurs—ysrithe
adjustments in subsection 40-75(3) of the new Aatt

(c) itis taken to be used for a taxable purpaséhe start day;
and

(d) it has an effective life worked out under sdi®n (3); and

(e) you must use the prime cost method.

Note: There are special rules for entities thaetembstituted accounting
periods: see section 40-65.

(3) The effective life of the notional asset a #tart of an income year
(present income year) for which you are working out its decline in
value is:

(a) for an amount of expenditure incurred in daugyon eligible
mining operations other than in the course of petrn
mining—the lesser of 10 and the number equal totimber
of whole years in the estimated life of the minepposed
mine, on the mining property, or, if there is mdran one
such mine, of the mine that has the longest estihiéfe, as
at the end of the present income year; or

(b) for an amount of expenditure incurred in ciagyon eligible
mining operations in the course of petroleum miritige

Taxation Laws Amendment Act (No. 4) 2003 N0o2@63 13



Schedule 2 Mining

lesser of 10 and the number equal to the numbehofe
years in the estimated life of the petroleum fi@ligproposed
petroleum field as at the end of the present incopaae.

(4) Sections 40-95 and 40-110 of the new Act doapply to the
expenditure.

(5) If both of these paragraphs apply:

(a) any of the expenditure referred to in subsadfi) relates to
a depreciating asset (theal asset);

(b) in an income year (theessation year) you stop holding the
real asset, or stop using it for a taxable purpose;

there is an additional decline in value of the ol asset for the
cessation year equal to so much of the notionat'asadjustable
value as relates to the real asset and has notdlesminto
account in working out the amount of a balancingstchent in
relation to the real asset.

(6) If section 40-115 of the new Act applies, ectson 40-125 of the
new Act would, apart from this subsection, appdythe real asset
referred to in subsection (5) of this section, then

(a) if the real asset is split into 2 or more @epating assets and
you stop holding, or stop using for a taxable pegy@ne or
more but not all of the assets into which it igtspl
subsection (5) does not apply to that asset otsasge
which it is split that you continue to hold and tiooe to use
for a taxable purpose; or

(b) if the real asset is merged into another degtiag asset—
section 40-125 does not apply to the asset intolwihis
merged while you continue to hold it.

9 At the end of section 40-40
Add:

(6) If section 40-115 of the new Act applies, ectson 40-125 of the
new Act would, apart from this subsection, apphythe real asset
referred to in subsection (4) of this section, then

(a) if the real asset is split into 2 or more @epating assets and
you stop holding, or stop using for a taxable pagy@ne or
more but not all of the assets into which it idtspl
subsection (4) does not apply to that asset otsasge

14 Taxation Laws Amendment Act (No. 43200 No. 66, 2003



Mining Schedule 2

which it is split that you continue to hold and tioue to use
for a taxable purpose; or

(b) if the real asset is merged into another dagtiag asset—
section 40-125 does not apply to the asset intowihiis
merged while you continue to hold it.

10 After section 40-40
Insert:

40-43 Post-30 June 2001 transport expenditure

(1) This section applies to you if:

(a) you incur expenditure after 30 June 2001 uadmintract
entered into before that day; and

(b) the expenditure would have been transportakpi
expenditure in respect of a transport facility, sod could
have deducted an amount for it, under SubdivisRO+i3 of
the former Act if you had incurred it before 1 JA§01 and
you had started to use the facility for a qualifypurpose
before 1 July 2001; and

(c) the expenditure does not relate to a depiagiatsset.

(2) Division 40 of the new Act applies to the emgrure as if it were a
depreciating asset (tmetional asset) you hold on this basis:

(a) it has a cost at the time you incur the expgarelequal to the
amount of the expenditure; and

(b) in applying the formula in section 40-75 oé thew Act for
your income year in which you incur the expenditay@u
use the adjustments in subsection 40-75(3) of ¢neAct;
and

(c) itis taken to have been used for a taxabtpgae when you
incur the expenditure; and

(d) it has an effective life when you incur theperditure equal
to the years remaining for the expenditure under
section 330-395 of the former Act; and

(e) you must use the prime cost method.

Note: There are special rules for entities thaetmwstituted accounting
periods: see section 40-65.

Taxation Laws Amendment Act (No. 4) 2003 N0o2@63 15



Schedule 2 Mining

(3) Sections 40-95 and 40-110 of the new Act doapply to the
expenditure.

(4) If both of these paragraphs apply:

(a) any of the expenditure referred to in subsadfi) relates to
property that is not a depreciating asset @ther property);

(b) in an income year (theessation year), the other property is
disposed of, lost or destroyed, or you stop udingy ia
taxable purpose;

there is an additional decline in value of the ol asset for the
cessation year equal to so much of the notionat'assdjustable
value as relates to the other property.

(5) If the other property is disposed of, lostlestroyed, or you stop
using it for a taxable purpose, you must includgaar assessable
income:

(a) if the other property is sold for a price dpieto that
property—that price, less the expenses of the(akhe
extent the expenses are reasonably attributalskelliog that
particular property); or

(b) if the other property is sold with additionmabperty without
a specific price being allocated to it—the partha#f total sale
price, less the reasonably attributable expenstwedale,
that is reasonably attributable to selling the pfiveperty; or

(c) if the other property is lost or destroyed—#meount or
value received or receivable under an insurandeypot
otherwise for the loss or destruction; or

(d) if you own the other property and you stomgst for a
taxable purpose—its market value at that time; or

(e) if you do not own the property and you stopgs for a
taxable purpose—a reasonable amount.

However, the amount included is reduced to thergxteany) that
it is also included under subsection 40-830(6hefriew Act.

40-44 No additional decline in certain cases

(1) Despite subsections 40-35(5), 40-38(5) and@@), there is no
additional decline in the value of the notionaleassferred to in
those subsections if:

16 Taxation Laws Amendment Act (No. 43200 No. 66, 2003



Mining Schedule 2

(a) apart from this section, subsection 40-35{B8)38(5) or
40-40(4) would apply because the real asset ref¢éoren
that subsection is disposed of; and

(b) roll-over relief is chosen under subsectior340(3) of the
Income Tax Assessment Act 18@7the disposal.

(2) Instead, the cost to the transferee of thaltasset is the sum of:
(a) the adjustable value of that real asset; and
(b) the adjustable value of the notional assetrrefl to in
subsection 40-35(5), 40-38(5) or 40-40(4);
just before the disposal.

11 After subsection 40-77(1)
Insert:

(1A) Division 40 of the new Act does not applyateenewal or
extension of a mining, quarrying or prospectindntitpat you
started to hold before 1 July 2001.

(1B) Subsection (1) applies to a mining, quarryangrospecting right
(thenew right) that you start to hold on or after 1 July 2001fas
you had started to hold the new right before tlagtiti

(a) you started to hold another mining, quarryengrospecting
right before that day; and

(b) the other right ends on or after that day; and

(c) the new right and the other right relate ® $hme area, or
any difference in area is not significant.

(1C) Division 40 of the new Act does not apphatmining, quarrying
or prospecting right if:
(a) a company (theriginal holder) started to hold the right
before 1 July 2001; and
(b) the right is transferred after that day totheo company
where:

(i) the other company is a member of the same
wholly-owned group as the original holder and was a
member of that group just before that day; and

(ii) the right was held in the period between tii@y and the
time of the transfer by a company or companies that

Taxation Laws Amendment Act (No. 4) 2003 N0o2@63 17



Schedule 2 Mining

were members of that group on that day and afiriee t
of the transfer.

12 Paragraph 40-77(2)(a)

After “associate of yours”, insert “(except a compéahat is a member
of the same wholly-owned group)”.

13 At the end of section 40-77
Add:

(4) Your assessable income includes an amount if:
(a) after 1 July 2001, you stop holding a miniggarrying or
prospecting right that you started to hold beftw tay; and
(b) you have deducted or can deduct an amouriit dioder
Subdivision 330-C in relation to Subdivision 336D330-E
of the former Act.

The amount included is the amount you have dedumtedn
deduct.

(5) Your assessable income also includes an aniiount
(a) after 1 July 2001, you stop holding a miniggarrying or
prospecting right that you started to hold beftwa tay; and
(b) because of section 40-35 or 40-38 of this yot have
deducted or can deduct an amount for a notionat #isat
relates to expenditure on the right under Dividl@rof the
new Act.

The amount included is the amount you have dedumtedn
deduct.

(6) Division 110 of the new Act applies as if anaunt included in
assessable income under subsection (4) or (5)ééation were
the reversal of a deduction under a provision efrtew Act
outside Parts 3-1 and 3-3 and Division 243.

(7) An amount that would be included in your asabk income under
subsection 40-285(1) of the new Act in respect wiirding,
guarrying or prospecting right is reduced by an amoevorked out
under subsection (8) if:
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(a) you acquired the right from an associate (eixaecompany
that is a member of the same wholly-owned groupyron

after 1 July 2001; and
(b) the associate started to hold the right bettvaeday.

(8) The amount is reduced (but not below zerolhieydifference
between the capital cost that you incurred aftar day and the
amount to which the cost of the right is limitecden
subsection (2) of this section.

14 At the end of Subdivision 40-B
Add:

40-95 Accelerated depreciation for split or mergeglant

(1) This section applies to a depreciating ass#tis plant if:

(a) you entered into a contract to acquire thatpiou
otherwise acquired it or you started to construbefore
11.45 am, by legal time in the Australian Capitatritory,

on 21 September 1999; and
(b) you held it at the end of 30 June 2001; and

(c) on or after 1 July 2001:
() the plant is split into 2 or more depreciataggets; or

(i) the plant is merged into another depreciatisget.

(2) For a case where the plant is split into fhore depreciating
assets, the new Act applies as if you had acqtinreassets into
which it is split before the time mentioned in gaeaph (1)(a)
while you continue to hold those assets.

(3) For a case where the plant is merged intohematepreciating
asset, section 40-125 of the new Act does not apglye asset, or
to your interest in the asset, into which it is gest while you

continue to hold it.

15 After section 40-285
Insert:
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40-287 Disposal of pre-1 July 2001 mining deprediag asset to
associate

(1) This section applies if:
(a) on or after 1 July 2001, a company (itamsferor) disposes
of a depreciating asset to another company; and
(b) the companies are members of the same linkagpaat the
time of the disposal; and
(c) apart from this section, the disposal wouldehgesulted in:
(i) an amount (thencluded amount) being included in the
assessable income of the transferor under subsectio
40-285(1) of thdncome Tax Assessment Act 1,997d
(i) the transferor having an additional declinevalue (the
deductible amount) under subsection 40-35(5),
40-38(5) or 40-40(4) of this Act; and
(d) the included amount is more than the dedwetinhount.

(2) Subsection 40-35(5), 40-38(5) or 40-40(4)hié tAct does not
apply to the disposal.

(3) The amount that is included in the transferassessable income
under subsection 40-285(1) of tieome Tax Assessment Act
1997is the included amount reduced by the deductitrieuant.

40-288 Disposal of pre-1 July 2001 mining non-deeciating asset to
associate

(1) This section applies if:

(a) on or after 1 July 2001, a company (itamsferor) disposes
of property that is not a depreciating asset tdtarto
company; and

(b) the companies are members of the same linkagbcat the
time of the disposal; and

(c) apart from this section, the disposal wouldengesulted in
the transferor having an additional decline in edlihe
deductible amount) under subsection 40-35(5), 40-37(5),
40-40(4) or 40-43(4) of this Act; and

(d) the sum of:
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(i) the money the transferor receives, or is katito
receive, in respect of the disposal; and

(ii) the market value of any other property transferor
receives, or is entitled to receive, in respedhef
disposal;

is more than the deductible amount.

(2) There is no additional decline in value of tii¢ional asset referred
to in subsection 40-35(5), 40-37(5), 40-40(4) o48(4) as a
result of the disposal.

(3) Any amount that would be included in the tfensr's assessable
income under subsection 40-35(6), 40-37(6), 4038(®40(5) or
40-43(5) of this Act, or subsection 40-830(6) af iicome Tax
Assessment Act 199%s a result of the disposal is reduced by the
deductible amount.

16 At the end of Subdivision 40-D
Add:

40-365 Involuntary disposals

Section 40-365 of the new Act applies to a calsere:

(a) a balancing adjustment event occurred fortprathe
circumstances mentioned in subsection 42-293(&#)eof
former Act before 1 July 2001; and

(b) you start to hold a replacement asset or aisdtetr that day;
and

(c) the conditions in subsections 40-365(3) and{4he new
Act are satisfied.

17 Application of amendments

The amendments made by this Schedule apply tosmseass for the
income year in which 1 July 2001 occurred and lateome years.
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Schedule 3—Non-assessable non-exempt
income

| ncome Tax Assessment Act 1936

1 Subsection 6(1)
Insert:

non-assessable non-exempt income has the meaning given by the
Income Tax Assessment Act 1997

2 Subparagraph 6AB(2)(b)(iv)
Omit “23Al exempt part”, substitute “23Al non-assable part”.

3 Subparagraph 6AB(2)(b)(vi)
Omit “23AK exempt part”, substitute “23AK non-assable part”.

4 Paragraph 6AB(3A)(b)
Omit “23Al exempt part”, substitute “23Al non-assable part”.

5 Paragraph 6AB(3A)(c)
Omit “23AK exempt part”, substitute “23AK non-assable part”.

6 Paragraph 23(jd)
Repeal the paragraph.

7 Subsection 23AE(1A) (note)
Omit “51-25", substitute “59-15".

8 Subsection 23AH(2)
Repeal the subsection, substitute:

(2) If the original taxpayer in relation to thedégyn branch income is a
company, so much of the foreign branch income a#tributable
to a period when the company was a resident iasagssable
income and is not exempt income of the company.
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Note: The heading to section 23AH is replaced leyhtbading Foreign
branch profits of Australian companies not assess#dy.

9 Paragraph 23AH(3)(d)

Repeal the paragraph, substitute:

(d) so much of the foreign branch income as ribatiable to a
period when the actual taxpayer was a residerttis n
assessable income and is not exempt income ofidieal
taxpayer; and

10 Subsection 23AH(4)
Repeal the subsection.

11 Paragraph 23AH(9)(d)

Repeal the paragraph, substitute:

(d) so much of the foreign branch capital gaiisagttributable
to a period when the actual taxpayer was a residertt
assessable income and is not exempt income ofitdfieal
taxpayer; and

12 Paragraph 23AI(1)(c)

Repeal the paragraph, substitute:
(c) if the payment is of a kind referred to in ggnaph
365(1)(a)—the payment is not assessable incomesarat
exempt income, to the extent of the debit;

Note: The heading to section 23Al is replaced eylthading Amounts
paid out of attributed income not assessable

13 Paragraph 23Al(1)(d)

Omit “that amount is not so included, to the exwthe debit”,
substitute “that amount is not assessable inconteisanot exempt
income, to the extent of the debit”.

14 Paragraph 23Al(1)(e)

Repeal the paragraph, substitute:

(e) if the payment is of a kind referred to inggmaph 365(1)(c)
and, apart from this section, an amount would bkided in
the taxpayer’s assessable income under secti®®B8avor
100 in respect of a share of the net income ofrtist of the
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year of income referred to in that paragraph—thatant is
not assessable income and is not exempt incontlee to
extent of the debit;

(ea) if the payment is of a kind referred to ingamaph 365(1)(c)
and, apart from this section, an amount would Bessable
to the trustee of the trust referred to in thabgasph under
section 98 in respect of a share of the net incoitlee trust
of the year of income referred to in that paragrafitat
amount is not so assessable to the extent of thie de

15 Paragraph 23Al(1)(g)

Omit “not so included”, substitute “not assessabt®me, and is not
exempt income,”.

16 Subsection 23AJ(1)

Omit “exempt from income tax”, substitute “not assable income, and
is not exempt income,”.

Note: The heading to section 23AJ is replaced byh#ading Certain
non-portfolio dividends from foreign countries notassessable

17 Paragraph 23AK(1)(c)

Omit “exempt from tax”, substitute “not assessabt®me, and is not
exempt income,”.
Note: The heading to section 23AK is replaced leylthading Amounts

paid out of attributed foreign investment fund incamne not
assessable

18 Paragraph 23AK(1)(d)

Omit “not so included,”, substitute “not assessahé®me, and is not
exempt income,”.

19 Paragraph 23AK(1)(e)

Repeal the paragraph, substitute:

(e) if the payment is of a kind referred to inggmaph 603(1)(d)
and, apart from this section, an amount would biided in
the taxpayer’s assessable income under secti®®B8avor
100 in respect of a share of the net income ofrtist of the
year of income referred to in that paragraph—thatant is
not assessable income, and is not exempt incontiee to
extent of the debit;
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(ea) if the payment is of a kind referred to inggmaph 603(1)(d)
and, apart from this section, an amount would Bessable
to the trustee of the trust referred to in thabgasph under
section 98 in respect of a share of the net incoftlee trust
of the year of income referred to in that paragrafitat
amount is not so assessable to the extent of thie de

20 Paragraph 23AK(1)(g)

Omit “not so included”, substitute “not assessabt®me, and is not
exempt income,”.

21 Paragraph 23AK(1)(h)

Omit “exempt from tax”, substitute “not assessabt®me, and is not
exempt income,”.

22 Paragraph 23AK(2)(i)

Omit “exempt from tax”, substitute “not assessabtmme, and is not
exempt income,”.

23 Subsection 23E(1)
Repeal the subsection, substitute:

(1) An amount received by a person upon the retlempf a Special
Bond, other than a part of that amount paid asuactinterest, is
not assessable income and is not exempt inconte gfdrson.

24 Subsection 23J(1)
Repeal the subsection, substitute:

(1) An amount received by a person upon the saledemption of
eligible securities purchased or otherwise acquateldiscount on
or before 30 June 1982, other than any part ofahettunt received
as accrued interest, is not assessable incomes arod €xempt
income of the person.

25 Subsection 23L(1)
Repeal the subsection, substitute:

(1) Income derived by a taxpayer by way of thevigion of a fringe
benefit within the meaning of tH&inge Benefits Tax Assessment
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Act 1986is not assessable income and is not exempt incrthe
taxpayer.

(1A) Income derived by a taxpayer by way of thevigion of a benefit
(other than a benefit to which paragraph 26(ea#t)isfAct
applies) that, but for paragraph (g) of the defmitof fringe
benefit in subsection 136(1) of tH&inge Benefits Tax Assessment
Act 1986 would be a fringe benefit within the meaningludtt Act
is exempt income of the taxpayer.

Note: The heading to section 23L is replaced byhtreading Certain
benefits in the nature of income not assessable

26 Subparagraph 47A(7)(b)(i)
Repeal the subparagraph, substitute:

(i) non-assessable non-exempt exempt income under
section 23AJ (in whole or in part); or

27 Subsection 59(2AAA)
Repeal the subsection, substitute:

(2AAA) For the purposes of the application of sedi®n (2), any amount
by which consideration receivable under firearmsender
arrangements exceeds the depreciated value ofendered item
of property is not assessable income and not exampine of the
taxpayer.

Note: Firearms surrender arrangements has the meaning given by
subsection 6(1).

28 Section 90
Insert:
non-assessable non-exempt income, in relation to a partnership,

means the non-assessable non-exempt income ctireship
calculated as if the partnership were a taxpayer wéis a resident.

29 At the end of section 92
Add:

(4) The non-assessable non-exempt income of agrdrt a
partnership shall include:

26 Taxation Laws Amendment Act (No. 43200 No. 66, 2003



Non-assessable non-exempt inco®ehedule 3

(a) so much of the individual interest of the partin the
non-assessable non-exempt income of the partnesstie
year of income as is attributable to a period wihenpartner
was a resident; and

(b) so much of the individual interest of the partin the
non-assessable non-exempt income of the partnesstie
year of income as is attributable to a period wihenpartner
was not a resident and is also attributable tocgsuin
Australia.

30 Subsection 95(1)
Insert:

non-assessable non-exempt income, in relation to a trust estate,
means the non-assessable non-exempt income otiftestate
calculated as if the trustee were a taxpayer whoama@sident.

31 Atthe end of subsection 97(1) (before the note )

Add:
; and (¢) the non-assessable non-exempt incone dfeneficiary
shall include:

(i) so much of the individual interest of the biciary in
the non-assessable non-exempt income of the trust
estate as is attributable to a period when theflugary
was a resident; and

(i) so much of the individual interest of the leéniary in
the non-assessable non-exempt income of the trust
estate as is attributable to a period when theflugany
was not a resident and is also attributable tocgsuin
Australia.

32 After subsection 99B(2)
Insert:

(2A) An amount that is not included in a benefigia assessable
income because of paragraph (2)(d) or (e) is rs#ssable income
and is not exempt income.

33 Paragraph 102AAZB(a)
Omit “exempt income”, substitute “non-assessakbtenme”.
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34 Subsection 109ZC(3)
Repeal the subsection, substitute:

(3) An amount that is taken not to be a dividendar subsection (2)
is not assessable income and is not exempt income.

35 Section 128D

Omit “shall not be included in the assessable ireofra person”,
substitute “is not assessable income and is nahpix@come of a
person”.

Note:  The heading to section 128D is replaced byh#ading Certain income not
assessable

36 Paragraph 128TA(1)(a)

Omit “exempt from income tax”, substitute “non-assable
non-exempt income”.

37 Paragraph 128TA(2)(a)
Omit “exempt”, substitute “non-assessable non-exengome”.

38 Paragraph 128TA(2)(b)

Omit “exempt from income tax”, substitute “non-assable
non-exempt income”.

39 Section 160AFCD
Repeal the section, substitute:

160AFCD Foreign tax in respect of amounts that areaon-assessable
non-exempt income under section 23Al

(1) If an attribution account payment made tosident taxpayer by an
attribution account entity in a year of incomeimsyhole or in part
(the section 23Al non-assessable part), not assessable income and
not exempt income under section 23Al, these pronshave
effect:

(a) the section 23Al non-assessable part is tdkerhe
purposes of paragraph 160AF(1)(a) but not (d)gto b
included in the assessable income of the taxpdybeoear
of income;
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(b) the taxpayer is taken for the purposes of[ilingsion to have
paid, and to have been personally liable for, gpeet of the
section 23Al non-assessable part, in the yearaoine, an
amount of foreign tax calculated using the formula:

ﬁx Dle*- ﬁEPx U‘Iik— AT

(2) In this section:

AEP or adjusted exempt percentage means the percentage that
would be the exempt percentage if the attributiccoant payment
were reduced by any part of that payment that isagsessable
non-exempt income under section 23AJ.

AT or attributed tax means the amount of any attributed tax
account debit arising for the attribution accountitg in relation to
the taxpayer on the making of the attribution act@ayment, to
the extent that the amount of the debit does noeé@ck the multiple
of the adjusted exempt percentage and the undgrgin

DT or direct tax means any foreign tax that, disregarding this
section and section 160AFC, the taxpayer is takethke purposes
of this Division to have paid, and to have beerspeally liable
for, in respect of the attribution account payment.

EP or exempt percentage means the percentage of the attribution
account payment represented by the section 23Alkissassable
part.

UT or underlying tax means any foreign tax (other than CFC-type
foreign tax) that, disregarding this section, tagayer is taken,

for the purposes of this Division, to have paid] &mhave been
personally liable for, under section 160AFC in exgf the
attribution account payment.

40 Section 160AFCJ
Repeal the section, substitute:
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160AFCJ Foreign tax in respect of amounts that araon-assessable
non-exempt income under section 23AK

(1) If a FIF attribution account payment made tesident taxpayer by
a FIF attribution account entity in a year of in@ig, in whole or
in part (thesection 23AK non-assessable part), not assessable
income and not exempt income under section 23A&5dh
provisions have effect.

(2) The section 23AK non-assessable part is tekenhe purposes of
paragraph 160AF(1)(a) but not (d), to be includethé taxpayer’'s
assessable income of the year of income.

(3) The taxpayer is taken for the purposes offingsion to have
paid, and to have been personally liable for, gpeet of the
section 23AK non-assessable part, in the yearcofire, an
amount of foreign tax worked out using the formula:

FE’:X DTR+ ﬁgpx udk— AT

(4) In this section:

AEP or adjusted exempt percentage means the percentage that
would be the exempt percentage if the FIF attrdyuticcount
payment were reduced by any part of that paymexttish
non-assessable non-exempt income under section 23AJ

AT or attributed tax means the amount of any FIF attributed tax
account debit arising for the FIF attribution actbentity in
relation to the taxpayer on the making of the RtFlkaution
account payment, to the extent that the amourtieotiebit does
not exceed the multiple of the adjusted exemptgrgage and the
underlying tax.

DT or direct tax means any foreign tax that, disregarding this
section and section 160AFC, the taxpayer is takethke purposes
of this Division to have paid, and to have beerspeally liable
for, in respect of the FIF attribution account payin

EP or exempt percentage means the percentage of the FIF
attribution account payment represented by these28AK
non-assessable part.
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41

42

43

44

45

46

UT or underlying tax means any foreign tax that, disregarding this
section, the taxpayer is taken, for the purposélisDivision, to
have paid, and to have been personally liableufoder
subparagraph 6AB(3)(a)(ii) or under section 160AR@spect of
the FIF attribution account payment.

Paragraph 160AQT(4)(b)
Repeal the paragraph, substitute:

(b) paragraphs 320-37(1)(a) and (d) of lithmome Tax
Assessment Act 1997

Paragraph 160AQU(2)(b)
Repeal the paragraph, substitute:

(b) paragraphs 320-37(1)(a) and (d) of lim@me Tax
Assessment Act 1997

Paragraph 160AQWA(1)(b)
Repeal the paragraph, substitute:

(b) paragraphs 320-37(1)(a) and (d) of lin@me Tax
Assessment Act 1997

Subparagraph 160AQZB(1)(c)(ii)
Repeal the subparagraph, substitute:

(i) would have been included in the assessaluente of
the holder of the interest if paragraphs 320-3aj1a6d
(d) of thelncome Tax Assessment Act 199d not been
enacted;

Subparagraph 160AQZC(1)(c)(ii)
Repeal the subparagraph, substitute:

(i) would have been included in the assessaluente of
the holder of the interest if paragraphs 320-3aj1a6d
(d) of thelncome Tax Assessment Act 189d not been
enacted,

Subsection 170(10AB)
Omit “Division 22", substitute “section 59-30".
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46A Paragraph 177EA(15)(b)
Repeal the paragraph, substitute:

(b) paragraph 320-37(1)(a) of tmome Tax Assessment Act
1997(segregated exempt assets) or paragraph 320-8y(1)(
of that Act (income bonds, funeral policies andatatship
plans).

47 Subparagraph 530(2)(d)(i)

Omit “exempt from income tax”, substitute “non-assable
non-exempt income”.

48 At the end of section 271-105 in Schedule 2F
Add:

(3) The amount of the reduction is not assessabteme and is not
exempt income.

Note:  The heading to section 271-105 in Schedulis 2&placed by the headingfhounts
subject to family trust distribution tax not assesable”.

| ncome Tax Assessment Act 1997

49 Section 6-1
Repeal the section, substitute:
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6-1 Diagram showing relationships among concepts this Division

Assessable income

Ordinary income Statutory income

Non-assessable
non-exempt incom

Exempt income

(1) Assessable income consists of ordinary incantestatutory
income.

(2) Some ordinary income, and some statutory irgosnexempt
income.

(3) Exempt income is not assessable income.

(4) Some ordinary income, and some statutory iregasnneither
assessable income nor exempt income.
For the effect of the GST in working out assessatidleme, see Division 17.
(5) An amount of ordinary income or statutory immcan have only
one status (that is, assessable income, exemph@oo

non-assessable non-exempt income) in the handpartiaular
entity.

[This is the end of the Guide.]

50 Subsection 6-15(2) (note)
Repeal the note, substitute:
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Note: If an amount is exempt income, there areratbrsequences besides
it being exempt from income tax. For example:

. the amount may be taken into account in working out
the amount of a tax loss (see section 36-10);

. you cannot deduct as a general deduction a loss or
outgoing incurred in deriving the amount (see Dons8);

. capital gains and losses on assets used soletpdoige
exempt income are disregarded (see section 118-12).

51 Atthe end of section 6-15
Add:
(3) If an amount i$non-assessable non-exempt income, it is not
assessable income.

Note 1: You cannot deduct as a general deductloasaor outgoing incurred
in deriving an amount of non-assessable non-exempine (see
Division 8).

Note 2: Capital gains and losses on assets usaddagesometypes of

non-assessable non-exempt income are disregareled (s
section 118-12).

52 Subsection 6-20(1)
Omit “Commonwealth law”, substitutéd Commonwealth law”.

53 Subsection 6-20(2) (note)
Repeal the note.

54 Subsection 6-20(3)
Omit “Commonwealth law”, substituté Commonwealth law”.

55 At the end of section 6-20
Add:
(4) If an amount ofordinary income ofstatutory income is
“non-assessable non-exempt income, it issranpt income.

Note: An amount of non-assessable non-exempt iné@met taken into
account in working out the amount of a tax loss.

56 After section 6-20
Insert:
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6-23 Non-assessable non-exempt income

An amount of ordinary income ofstatutory income is
non-assessable non-exempt income if a provision of this Act or of
another Commonwealth law states that it is not assessabterie
and is notexempt income.

Note: Capital gains and losses on assets used dogesometypes of
non-assessable non-exempt income are disregareled (s
section 118-12).

For a summary list of provisions about non-assdssain-exempt income, see
Subdivision 11-B.

57 Paragraph 8-1(2)(c)

After “*exempt income”, insert “or yolnon-assessable non-exempt
income”.

58 Section 10-5 (table item headed “repayments”)
Repeal the item.

59 Division 11 (heading)
Repeal the heading, substitute:

Division 11—Particular kinds of non-assessable incoe

Table of Subdivisions

11-A  Lists of classes of exempt income

11-B  Particular kinds of non-assessable hon-exémapime

60 Before section 11-1A
Insert:

Subdivision 11-A—Lists of classes of exempt income

Table of sections

11-1A Effect of this Subdivision
11-1 Overview

11-5 Entities that are exempt, no matter what kihdrdinary or statutory
income they have
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11-10 Ordinary or statutory income which is exemptmatter whose it is

11-15 Ordinary or statutory income which is exemply if it is derived by certain
entities

61 Section 11-1A
Repeal the section, substitute:

11-1A Effect of this Subdivision
This Subdivision is &Guide.

62 Section 11-10 (table item dealing with Commonwe  alth
places windfall tax)

Repeal the item.

63 Section 11-10 (table item dealing with foreign  aspects of
income taxation)

Repeal the item, substitute:

foreign aspects of income taxation
Australian-American Education Foundation, grantrfro. ~ 51-10

64 Section 11-10 (table item dealing with franchis e fees
windfall tax)

Repeal the item.

65 Section 11-10 (table item dealing with non-cash  benefits)
Repeal the item, substitute:

non-cash benefits
DUSINESS DENETIt ..., 23L(2)
exempt fringe benefit.............ccooooiiviiomeeee e 23L(1A)

66 Section 11-15 (table item dealing with foreign  aspects of
income taxation)

Omit;

dividend from a foreign country, non-portfolio............. 23AJ
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67 Section 11-15 (table item dealing with foreign  aspects of
income taxation)

Omit:
foreign branch profits by an Australian company......... 23AH

68 Section 11-15 (table item dealing with mining)
Repeal the item.

69 Section 11-15 (table item dealing with social s  ecurity or
like payments)
Omit:

bonus payments made to certain older Australians.... Subdivision 52-E

70 At the end of Division 11
Add:

Subdivision 11-B—Particular kinds of non-assessable
non-exempt income

Table of sections

11-50 Effect of this Subdivision
11-55 List of non-assessable non-exempt incomeigions

11-50 Effect of this Subdivision

This Subdivision is &Guide.

11-55 List of non-assessable non-exempt income pigions

The provisions set out in the list make amoupts-assessable
non-exempt income.

Provisions of théncome Tax Assessment Act 199¢ identified in
normal text. The other provisiorig,bold, are provisions of the
Income Tax Assessment Act 1936
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alienated personal services income
associate, non-deductible payment or obligation.to..... 85-20(3)
entitlements to a share of net income that is petso
services income already assessable to an individual 86-35(2)
payments by personal services entity or assocfate o
personal services income already assessable to an

INAIVIAUA ..o 86-35(1)
personal services entity, amounts of personal cesvi
income assessable to an individual ................ 86-30
bonds
seesecurities
dividends
demerger dividends ...........ccccoueeieiuieieecmeee e 44(4)

later dividend set off against amount taken to ipeldnd.  109ZC(3)
firearms surrender arrangements

COMPENSALION UNAET .......c.eeiviieiietee e eeeeee ettt 59-10
depreciated value, consideration exceeds ....m....... 99(2AAA)
foreign aspects of income taxation
attributed controlled foreign company income..............  23Al
attributed foreign investment fund income................... 23AK
dividend from a foreign country, non-portfolio.............. 23AJ
branch profits of Australian companies........ccco............  23AH
withholding tax, dividend royalty or interest sultj¢o ..... 128D
GST
GST payable on a taxable supply ...........ccecceeeeeevennen.. . 17-5(2)
increasing adjustments..............cooueecoeeceeeveeveeeeee e 17-(5()b) and
c
life iNSUranCe COMPANIES...........c.cveueeeeeeeeeeeeeeeeeeeee e Subdivision 3
20-B
mining
withholding tax, payments to Aboriginals and distiting
DOIES SUDJECT t0.....ccvveveeeeeee e cteeeeeee et 59-15
non-cash benefits
friNgE DENETILS.....veiveecei et 23L(1)

notional sale and loan
arrangement payments a notional seller receivés or

entitled t0 rECEIVE..........cc.ecveiueiee e 240-40
luxury car leases, lease payments that the lesseives or 42A-40 in
iS entitled t0 FECERIVE .........ccveievie it et Schedule
2E
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offshore banking units

assessable OB income other than eligible fraction...... 121EG
related entities

amounts from, where deduction reduced for ............... 26-35(4)
repayable amounts

previously assessable amounts .............cccceeeeceveenennee. 59-30
securities

securities acquired at a discount on or beforeud@ 1982,

amount received on sale or redemption of ...  23J

special bond, amount received on redemption of........ 23E
small business assets
income arising from CGT event, company or trust esvn

asset continuously for 15 years............cccceeeueeueenen. 152-110(2)
social security or like payments
older Australians, bonus payments made to ............... 59-5

tax loss transfers
consideration received by loss company from income

company, generally ...........c.ccceeeeeeeeeeeeeeeeee e 170-25(1)
consideration received by loss company from income
company, net capital 10SS ..............c....commmmreevsenennn. 170-125(1)

trading stock
disposal outside ordinary course of business, atsoun

=YY VL=10 IU o To) o FU 70-90(2)
trusts
attributable income, amounts representing .. we....... 99B(2A)
family trust distribution tax, amounts subject to............ 271-105(3) in
Schedule
2F

windfall amounts
business franchise fees, refund of when invalid........... 59-20
State tax on Commonwealth place, refund of whealidv 59-25

70A Paragraph 15-60(3)(b)

Omit “*exempt income of the company under paragraph 32D{3B,
substitute *non-assessable non-exempt income of the compargr und
paragraph 320-37(1)(d)".

71 Subparagraph 17-5(c)(ii)

Omit “an”assessable recoupment”, substitutéré@oupment that is
included in assessable income”.
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72 Section 20-160 (link note)
Repeal the link note, substitute:

[The next Division is Division 25.]

73 Division 22
Repeal the Division.

74 Section 25-90 (heading)
Repeal the heading, substitute:

25-90 Deduction relating to foreign non-assessahi®n-exempt
income

75 Paragraph 25-90(b)

Omit “exempt income”, substitutérion-assessable non-exempt
income”.

76 Subsection 36-20(1)
Omit “(except’excluded exempt income)”.

77 Paragraphs 36-20(2)(a) and (b)
Repeal the paragraphs, substitute:
(a) your‘exempt incoméderived from sources in Australia; and
(b) your exempt income to which section 26AG (@ierfilm

proceeds included in assessable income) dintmme Tax
Assessment Act 193@plies;
78 Subsections 36-20(3), (3A) and (4)
Repeal the subsections.

79 Subsection 40-100(4)

After “*exempt income”, insert “dmon-assessable non-exempt
income”.
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80

81

Subsection 40-105(1)

After “*exempt income”, insert “dinon-assessable non-exempt

income”.

Part 2-15 (heading)
Repeal the heading, substitute:

Part 2-15—Non-assessable income

82

83

84

85

86

87

88

89

Section 51-15 (link note)
Omit “51-25, substitute 51-30.

Section 51-25
Repeal the section.

Section 51-45
Repeal the section.

Section 51-48
Repeal the section.

Section 51-49
Repeal the section.

Subdivision 52-E
Repeal the Subdivision.

Section 58-90 (link note)
Repeal the link note.

At the end of Part 2-15
Add:
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Division 59—Particular amounts of non-assessable
non-exempt income

Guide to Division 59

59-1 What this Division is about

This Division details particular amounts that aoe+assessable
non-exempt income.

Table of sections

Operative provisions

59-5 Bonus payments made to certain older Australian

59-10 Compensation under firearms surrender arragigem

59-15 Mining payments

59-20 Taxable amounts relating to franchise feeslfail tax

59-25 Taxable amounts relating to Commonwealth glagadfall tax

[This is the end of the Guide.]

Operative provisions

59-5 Bonus payments made to certain older Austrains

A payment made to you under théNew Tax System (Bonuses for
Older Australians) Act 1998 not assessable income and is not
*exempt income.

59-10 Compensation under firearms surrender arrangments

A payment made to you by way of compensation uffdearms
surrender arrangements for any loss of business iassessable
income and is ndexempt income.
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59-15 Mining payments

(1) These are not assessable income and afexernpt income:
(a) a"mining payment made to*distributing body;
(b) a mining payment made to one or m@gkboriginals, or
applied for their benefit.

(2) A payment:
(a) made to &distributing body; or
(b) made to one or moféboriginals, or applied for their
benefit;

is not assessable income and is"eaempt income if the payment
is made by &distributing body out of &mining payment that it
has received.

(3) A payment made todistributing body by another distributing
body, out of &mining payment received by the other distributing
body, is taken to be a mining payment for the psegoof:

(a) any further applications of subsection (2 an
(b) any further applications of this subsection.

(4) Subsection (2) does not apply to a paymera oljstributing body
for the purposes of meeting its administrative £0st

(5) This section does not apply to an amount pait applied for the
benefit of a person if it is remuneration or coesadion for goods
or services provided by that person.

59-20 Taxable amounts relating to franchise feesimdfall tax

Taxable amounts on which tax is imposed byRfachise Fees
Windfall Tax (Imposition) Act 19%te not assessable income and
are not'exempt income.

59-25 Taxable amounts relating to Commonwealth ptees windfall
tax

Taxable amounts on which tax is imposed byGbenmonwealth
Places Windfall Tax (Imposition) Act 1988 not assessable
income and are néexempt income.
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90 At the end of Division 59
Add:

59-30 Amounts you must repay

(1) An amount you receive is not assessable incmdds notexempt
income for an income year if:

(a) you must repay it; and
(b) you repay it in a later income year; and
(c) you cannot deduct the repayment for any incpeae.

(2) It does not matter if:
(a) you received the amount as part of a largerusam) or

(b) the obligation to repay existed when you resgithe amount
or it came into existence later.

(3) This section does not apply to an amount yastrepay because
you received a lump sum as compensation or danfagasvrong
or injury you suffered in your occupation.

[The next Division is Division 61.]

91 Section 65-30
Omit “0.34’, substitute 0.3".

92 Subsection 65-35(3)
Omit “"exempt income”, substitutériet exempt income”.

93 Subsection 65-35(3)

Omit “reducing exempt income”, substitute “reducimg exempt
income”.

94 Subsection 65-35(3)
Omit “34 cents”, substitute “30 cents”.

95 Subsection 65-35(3)
Omit “the exempt income”, substitute “the net exéimpome”.
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96 Paragraphs 104-71(1)(a) and (b)
Repeal the paragraphs, substitute:
(a) "non-assessable non-exempt income; or

97 Paragraph 104-185(1)(e)

After “*exempt income”, insert “dmon-assessable non-exempt
income”.

98 Section 118-12
Repeal the section, substitute:

118-12 Assets used to produce exempt income etc.

(1) A*capital gain of capital loss you make from"&€GT asset that
you used solely to produce ydiaxempt income or
“non-assessable non-exempt income is disregarded.

(2) However, the exemption does not apply if teeedwas used to
gain or produce an amount thatm®n-assessable non-exempt
income because of:

(a) any of these provisions of this Act:
(i) section 59-15 (mining payments);

(i) subsection 70-90(2) (disposing of tradingcétoutside
the ordinary course of business);

(i) section 86-30 (income of a personal serviepsty);

(iv) subsection 86-35(1) (payment by a personalices
entity);

(v) subsection 86-35(2) (share of personal sesverity’s
net income);

(vi) section 240-40 (treatment of arrangement payts); or

(b) any of these provisions of thecome Tax Assessment Act
1936

(i) section 23AH (foreign branch profits of Audisa
companies);
(ii) section 23Al (amounts paid out of attribuiedome);
(i) section 23AJ (foreign non-portfolio dividesy

(iv) section 23AK (attributed foreign investmenntl
income);
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(v) subsection 23L(1) (fringe benefits);
(vi) subsection 99B(2A) (attributed trust income);
(vii) section 128D (dividends, royalties and imtstrsubject
to withholding tax);
(viii) section 42A-40 in Schedule 2E (luxury caate
payments);
(iX) subsection 271-105(3) in Schedule 2F (amosakgect
to family trust distribution tax).

Note: These provisions make amounts non-assessaiiexempt income to
prevent them being double taxed rather than to vertitem entirely
from the taxation system. Therefore, the policysoeafor
disregarding gains and losses does not apply &isassed to produce
those amounts.

99 Paragraphs 118-20(4)(a) and (b)
Repeal the paragraphs, substitute:

(a) an amount of yodiordinary income ofstatutory income
from the event as beirfigon-assessable non-exempt income;
or

(b) if you are a partner, your share of the ordiriacome or
*statutory income of the partnership from the event
(calculated according to your entitlement to sharnhe
partnership net income or loss) as being non-aaslkess
non-exempt income of the partnership.

100 Subsection 118-20(6)

Omit “"exempt income”, substitutérfon-assessable non-exempt
income”.

101 Subsection 152-110(2)

Omit “Any income”, substitute “Anyordinary income ofstatutory
income”.

102 Subsection 207-15(3) (note 2)
After “exempt income”, insert “or non-assessabla-sgempt income”.

103 Section 207-30 (note 2)
After “exempt income”, insert “or non-assessabla-sgempt income”.
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104 Section 207-110 (heading)
Repeal the heading, substitute:

207-110 Effect of non-assessable income on grogsamd tax offset

105 Paragraph 207-110(1)(c)

After “*exempt income”, insert “dmon-assessable non-exempt
income”.

106 Paragraph 207-110(2)(c)

After “*exempt income”, insert “dmon-assessable non-exempt
income”.

107 Paragraph 207-110(3)(c)

After “*exempt income”, insert “dinon-assessable non-exempt
income”.

108 Paragraph 207-110(4)(c)

After “*exempt income”, insert “dmon-assessable non-exempt
income”.

109 Paragraph 207-120(1)(b)

Repeal the paragraph, substitute:
(b) the distribution is:

(i) *exempt income of the recipient under section 282B,
283 or 297B of théncome Tax Assessment Act 1936
(certain income derived by an eligible entity withhe
meaning of Part IX of that Act); or

(i) "non-assessable non-exempt income of the recipient
under paragraph 320-37(1)(a) (segregated exempt
assets) or paragraph 320-37(1)(d) (certain amounts
received by a friendly society) of this Act;

110 Paragraph 207-120(2)(b)
Repeal the paragraph, substitute:
(b) the distribution is:

(i) "exempt income of the entity under section 282B, 283
or 297B of thdncome Tax Assessment Act 1936
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(certain income derived by an eligible entity withhe
meaning of Part IX of that Act); or

(i) "non-assessable non-exempt income of the entityrunde
paragraph 320-37(1)(a) (segregated exempt assets) o
paragraph 320-37(1)(d) (certain amounts received by
friendly society) of this Act;

111 Subsection 208-5(1)
After “exempt income”, insert “or non-assessabla-sgempt income”.

112 Paragraph 208-5(2)(b)
After “exempt income”, insert “or non-assessabla-sgempt income”.

113 Paragraph 208-40(1)(b)

After “*exempt income”, insert “dmon-assessable non-exempt
income”.

114 Paragraph 208-40(2)(b)

After “*exempt income”, insert “dmon-assessable non-exempt
income”.

115 Paragraph 208-40(3)(b)

After “*exempt income”, insert “dinon-assessable non-exempt
income”.

116 Paragraph 208-40(4)(b)

After “*exempt income”, insert “dmon-assessable non-exempt
income”.

117 Section 208-115 (table item 2)

Omit “the distribution is not whollyexempt income of the entity”,
substitute “some part of the distribution is neitrexempt income nor
“non-assessable non-exempt income of the entity”.

118 Section 208-115 (table item 3)

Omit “the distribution is not whollyexempt income of the entity”,
substitute “some part of the distribution is neitrexempt income nor
“non-assessable non-exempt income of the entity”.
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119

120

121

122

123

124

125

126

Section 208-130 (table item 2)

Omit “the distribution is not whollyexempt income of the entity”,
substitute “some part of the distribution is neitrexempt income nor
“non-assessable non-exempt income of the entity”.

Section 208-130 (table item 3)

Omit “the distribution is not whollyexempt income of the entity”,
substitute “some part of the distribution is neitrexempt income nor
“non-assessable non-exempt income of the entity”.

Section 208-130 (table item 5)

Omit “the distribution is not whollyexempt income of the recipient”,
substitute “some part of the distribution is neitrexempt income nor
“non-assessable non-exempt income of the recipient”.

Section 208-130 (table item 6)

Omit “the distribution is not wholljexempt income of the recipient”,
substitute “some part of the distribution is neitrexempt income nor
“non-assessable non-exempt income of the recipient”.

Section 320-1

After “amounts of exempt income”, insert “and n@sassable
non-exempt income”.

Paragraph 320-5(2)(a)

Omit “are exempt income”, substitute “dexempt income or
“non-assessable non-exempt income”.

Section 320-10
After “exempt income”, insert “or non-assessabla-agempt income”.

Section 320-35
Repeal the section, substitute:

320-35 Exempt income

These amounts derived bylide insurance company are exempt
from income tax:
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(a) amounts ofordinary income antktatutory income accrued
before 1 July 1988 that were derived from asseislitave
becomé€virtual PST assets;

(b) if the company is atRSA provider—any amounts that,
except for the operation of subsections 320-15ai(8)(4),
would have been taken into account under subsection
320-155(1) in calculating tH&RSA component of the
*complying superannuation class of the company’ahiex
income.

320-37 Non-assessable non-exempt income

(1) These amounts derived bylife insurance company are not
assessable income and aresaempt income:

(a) amounts of ordinary income and statutory inea@rived
from *segregated exempt assets, being income that redates
the period during which the assets were segregatehpt
assets;

(b) amounts of ordinary income and statutory ineatarived
from the*disposal of units in goooled superannuation trust;

(c) if an*Australian/overseas fund or doverseas fund
established by the company derivéareign establishment
amounts—the non-resident proportion of the foreign
establishment amounts;

(d) if the company is Hriendly society:

(i) amounts derived before 1 July 2001 that arsmgt

from income tax under section 50-1; and

(i) amounts derived on or after 1 July 2001 beitooe
1 January 2003, that are attributabléingome bonds
or *funeral policies; and

(iii) amounts derived on or after 1 July 2001 before
1 January 2003, that are attributabléscholarship
plans and would have been exempt from income tax
under section 50-1 if they had been received before
1 July 2001; and

(iv) amounts derived on or after 1 January 20@3 éine
attributable to income bonds or funeral policiesied
before 1 January 2003; and
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(v) amounts derived on or after 1 January 2008alrea
attributable to scholarship plans issued beforanudry
2003 and that would have been exempt from income ta
if they had been received before 1 July 2001.

(2) For the purposes of paragraph (1)(c),nbe-resident proportion
of the*foreign establishment amounts is the amount wocked
using the formula:

Non - resident foreign establishment
Foreign establishmeng policy liabilities
amounts All foreign establishment
policy liabilities

where:

all foreign establishment policy liabilities means the total of the
policy liabilities (as defined in th&/aluation Standard), calculated
by an*actuary, for alflife insurance policies included in the class
of *life insurance business to which the company’s
*Australian/overseas fund boverseas fund relates that were
issued by the permanent establishment of the coyripahe

foreign country.

non-resident foreign establishment policy liabilities means the
total of the company’s policy liabilities (as defthin the Valuation
Standard), calculated by an actuary,*fusn-resident life insurance
policies.

127 Subsection 320-40(1)

Omit “exempt from income tax”, substitute “not assable income and
are notf'exempt income”.

128 Subsection 320-40(8)

Omit “exempt from income tax”, substitute “not assable income and
is not*exempt income”.

128A Paragraph 320-112(3)(b)

Omit “*exempt income of the company under paragraph 32D{3B,
substitute *non-assessable non-exempt income of the comparer und
paragraph 320-37(1)(d)".
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129 Subsection 995-1(1) (definition of excluded ex empt
income)

Repeal the definition.

130 Subsection 995-1(1) (definition of exemptinco  me subject
to withholding tax)

Repeal the definition.

131 Subsection 995-1(1)
Insert:

non-assessable non-exempt income has the meaning given by
section 6-23.

Income Tax (Transitional Provisions) Act 1997

132 Section 20-115 (link note)
Omit “Division 22, substitute Division 25.

133 Division 22
Repeal the Division.

Taxation Administration Act 1953

134 After paragraph 360-65(1)(d) in Schedule 1
Insert:

(da) your‘non-assessable non-exempt income (if any) for the
inquiry period consisted only of one or more itesosered
by section 365-77; and

135 Paragraph 360-75(a) in Schedule 1

Repeal the paragraph, substitute:

(a) subsection 23L(1A) of tHacome Tax Assessment Act 1936
(about exempt fringe benefits); or

136 Section 360-75 in Schedule 1 (table item 45)
Repeal the item.
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137 After section 360-75 in Schedule 1
Insert:

360-77 Basic categories of non-assessable non-egeimmcome

This section coverordinary income, ofstatutory income, to the
extent that it iSnon-assessable non-exempt income because of:

(a) subsection 23L(1) of tHacome Tax Assessment Act 1936
(about fringe benefits); or

(b) section 59-5 of thlncome Tax Assessment Act 1¢8Fout
bonus payments made to certain older Australians).

138 After paragraph 360-100(1)(e) in Schedule 1

Insert:

(ea) he or she is satisfied that ybuon-assessable non-exempt
income (if any) for the inquiry period consistedyoof one
or more items covered by section 365-77; and

139 Paragraph 360-140(2)(a) in Schedule 1

Omit “or "exempt income”, substitute “exempt income or
“non-assessable non-exempt income”.

140 Application

(2) Subject to this item, the amendments made isySbthedule apply to
assessments for the 2003-04 income year and ftet@me years.

2) The amendment made by item 71 applies to ttdoge on or after
1 July 2000.

3) The amendments made by items 92, 93 and 9% &ppksessments for
the 1997-98 income year and later income years.

4) The amendments made by items 91 and 94 applysessments for the
2000-01 income year and later income years.

(5) The amendments made by items 41, 42, 43, 44,24, 127 and 128
apply to amounts derived on or after 1 July 2000.

(6) The amendments made by items 109 and 110 &pplyents that occur
on or after 1 July 2002.
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(7)

(8)

The amendment made by item 46A applies toidigions that are
made or that flow indirectly after 30 June 2002.

The amendments made by items 70A and 128A appin assessment
for the income year including 1 January 2003 @aterlincome year.

141 Transitional

(1)

(2)

Subparagraphs 207-120(1)(b)(ii) and 207-120(R)) of the Income
Tax Assessment Act 1983ve effect during the period starting on

1 July 2002 and ending just before the start oP0®@3-04 income year
as if references in those subparagraphs to an arheinyg
non-assessable non-exempt income were referentas aonount being
neither assessable income nor exempt income.

Paragraphs 15-60(3)(b) and 320-112(3)(b) oftheme Tax
Assessment Act 199ave effect during any period starting before the
start of the 2003-04 income year as if referenae¢bdse paragraphs to
an amount being non-assessable non-exempt inconeergferences to
the amount being neither assessable income norpxeaome.
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Schedule 4—Refundable tax offset rules

| ncome Tax Assessment Act 1997

1 Subsection 65-25(2) (table item 1A)
Repeal the item, substitute:

1A *tax offsets that are Division 67
subject to the refundable
tax offset rules

2 Subsections 67-25(1) to (1C)
Repeal the subsections, substitute:

Franked distributions

(1) "Tax offsets available under Division 207 (whichssetit the
effects of receiving &ranked distribution) or Subdivision 210-H
(which sets out the effects of receivinfdastribution*franked
with a venture capital credit) are subject to #iemdable tax
offset rules, unless otherwise stated in this sacti

(1A) Where the trustee of‘aon-complying superannuation fund or a
*non-complying ADF is entitled to@ax offset under Division 207
because &ranked distribution is made to, ttows indirectly to,
the trustee, the tax offset is not subject to gfendable tax offset
rules.

(1B) Where:

(a) atrustee is entitled td't@x offset under Division 207
because &ranked distributioriflows indirectly to the trustee
in circumstances described in subsection 207-3B(dich
deals with trustees who are liable to be assegs¢uemet
income of a trust under section 98, 99 or 99A efltitome
Tax Assessment Act 193&nd

(b) the trustee is liable to be assessed undéosdi8 or 99A of
thelncome Tax Assessment Act 1886a share of the net
income of the trust estate that is, in whole goant,
attributable to the distribution;
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the tax offset is not subject to the refundabledfiset rules.

(1C) Where dcorporate tax entity is entitled td'@x offset under
Division 207because &ranked distribution is made to the entity,
the tax offset is not subject to the refundabledfiget rules unless:

(a) the entity is ahexempt institution that is eligible for a
refund; or

(b) the entity is alife insurance company and thmembership
interest on which the distribution was made washedd by
the company on behalf of its shareholders at ang tiuring
the period:

(i) starting at the beginning of the income yefthe
company in which the distribution is made; and

(i) ending when the distribution is made.

(1D) Where dcorporate tax entity is entitled td'tax offset under
Division 207because &ranked distributioriflows indirectly to
the entity, the tax offset is not subject to thieimelable tax offset
rules unless:

(a) the entity is ahexempt institution that is eligible for a
refund; or

(b) the entity is alife insurance company and the company’s
interest in thémembership interest on which the distribution
was made was not held by the company on behat$ of i
shareholders at any time during the period:

(i) starting at the beginning of the income yefthe
company in which the distribution is made; and

(i) ending when the distribution is made.

(1E) Where 4corporate tax entity is entitled td'tax offset under
Subdivision 210-H becaus€ distribution”*franked with a venture
capital credit is made to the entity, the tax dffsenot subject to
the refundable tax offset rules unless:

(a) the entity is dlife insurance company; and
(b) the"'membership interest on which the distribution waslen
was not held by the company on behalf of its shadsns at
any time during the period:
(i) starting at the beginning of the income yefthe
company in which the distribution is made; and

(i) ending when the distribution is made.
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3 Subsection 67-25(2)

After “under Subdivision 61-H", insert “, excepioe arising under
subsection 61-335(4),".

4 At the end of subsection 67-25(2)

Add:
Note: Subsection 61-335(4) deals with tax offsetdriustees who are
assessed and liable to pay tax under section 8&tficome Tax
Assessment Act 1936
5 Application

D The amendment made by item 1 of this Schedypéies to tax offsets
arising because of events that occur on or afferyl 2000.

2) The amendment made by item 2 of this Schedypéies to tax offsets
arising because of events that occur on or afferiyl 2002.

3 The amendments made by items 3 and 4 of thiedde apply to tax
offsets arising because of premiums, or amountsspect of
premiums, paid on or after 1 July 2002.
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Schedule 5—Foreign resident etc. withholding

Taxation Administration Act 1953

1 Subsection 10-5(1) in Schedule 1 (after table it em 22A)
Insert:

22B A payment (of a kind set out in the regulatjaosa foreign  12-315
resident

22C A payment (of a kind set out in the regulat)aeseived for 12-317
a foreign resident

2 Subsection 12-1(2) in Schedule 1
Omit “or 12-120", substitute “, 12-120, 12-315 @-317".

3 Subsection 12-1(3) in Schedule 1
Omit “or 12-120", substitute “, 12-120, 12-315 @-317".

4 Subsection 12-5(2) in Schedule 1

Omit “the specific rules in the table”, substittitee specific rules in the
table, and the specific rule in subsection (3)".

5 At the end of section 12-5 in Schedule 1 (before  the note)
Add:

(3) Apply a provision in this Division (apart froenprovision in
Subdivision 12-FB) that covers a payment in pryotit a provision
in Subdivision 12-FB that also covers the payment.

6 After Subdivision 12-FA in Schedule 1
Insert:

Subdivision 12-FB—Payments to foreign residents etc

Table of sections

12-315 Payment to foreign resident etc.
12-317 Payment received for foreign resident etc.
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12-319  Exemptions from withholding obligations untiés Subdivision

12-315 Payment to foreign resident etc.

(1) An entity (thepayer) that carries on atenterprise must withhold
an amount from a payment it makes to another emtit{o other
entities jointly, in the course or furtherancelw enterprise if:

(a) the entity receiving the payment, or any ef ¢intities
receiving the payment, is an entity covered by satisn (2);
and

(b) the payment is of a kind set out in the retjoies; and

(c) the payment is not:

() a*dividend of a company; or
(i) interest (within the meaning of Division 11d Part I
of thelncome Tax Assessment Act 1986
(iii) a "royalty; or
(iv) a departing Australia superannuation payngesthin
the meaning of Subdivision AA of Division 2 of P#it
of thelncome Tax Assessment Act 1986
(v) a payment worked out wholly or partly by refiace to
the value or quantity dhatural resources produced or
recovered in Australia; or
(vi) a*mining payment; and
(d) the entity receiving the payment is not coddrg an
exemption in force under subsection 12-319(1)t beast
one of the entities receiving the payment is netced by an
exemption in force under that subsection.

(2) An entity is covered by this subsection if arfiyhe following
conditions is satisfied:
(a) the entity is a foreign resident;
(b) the payer believes, or has reasonable grownoislieve, that
the entity is a foreign resident;
(c) the payer has no reasonable grounds to beliexdhe entity
is an Australian resident, and either:
(i) the entity has an address outside Austrataqeding to
any record that is in the payer’s possession, ke or
maintained on the payer’s behalf, about the traisac

to which the payment relates); or
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(if) the payer is authorised to make the paymeatace
outside Australia (whether to the entity or to amgo
else);

(d) the entity has a connection outside Austrailia kind set out
in the regulations.

(3) Before the Governor-General makes a reguldtiothe purposes
of paragraph (1)(b), the Minister must be satisfleat each
payment set out in the regulation is a paymentlond that could
reasonably be related to assessable income ogforesidents.

12-317 Payment received for foreign resident etc.

(1) An entity (thantermediary) that receives a payment meeting the
requirements set out in paragraphs 12-315(1)(b)@nehust
withhold an amount from the payment if:

(a) the intermediary is a person in Australiamf Australian
government agency; and

(b) another entity (thiekely foreign recipient) is or becomes
entitled:

(i) to receive the payment or part of it from the
intermediary, or to receive the amount of the paytnoe
of part of it from the intermediary; or

(i) to have the intermediary credit to the likébreign
recipient, or otherwise deal with on the likelydmn
recipient’s behalf or as the likely foreign reciptie
directs, the payment or part of it, or the amodrihe
payment or of part of it; and

(c) the likely foreign recipient is covered by sabtion (3); and

(d) the likely foreign recipient is not covered &y exemption in
force under subsection 12-319(1).

(2) The intermediary must withhold the amount:

(a) if the likely foreign recipient is so entitl@hen the
intermediary receives the payment—just after the
intermediary receives the payment; or

(b) if the likely foreign recipient becomes soited after the
intermediary receives the payment—just after tkelyi
foreign recipient becomes so entitled.
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(3) The likely foreign recipient is covered bydisubsection if any of
the following conditions is satisfied:

(a) the likely foreign recipient is a foreign resit;

(b) the intermediary believes, or has reasonatgengls to
believe, that the likely foreign recipient is admn resident;

(c) the intermediary has no reasonable grountslieve that
the likely foreign recipient is an Australian resnd, and
either:

() the likely foreign recipient has an addrestsile
Australia (according to any record that is in the
intermediary’s possession, or is kept or maintaimed
the intermediary’s behalf); or

(ii) the intermediary is authorised to forward theyment to
a place outside Australia (whether to the likelsefgn
recipient or to anyone else);

(d) the likely foreign recipient has a connectoutside Australia
of a kind set out in the regulations.

12-319 Exemptions from withholding obligations undr this
Subdivision

(1) The Commissioner may grant an entity an examph writing for
the purposes of paragraphs 12-315(1)(d) and 12t3Hj(if the
Commissioner is satisfied that:

(a) the entity has an established historgahpliance with its
obligations undeftaxation laws; and

(b) the entity is likely to continue to comply Wwithose
obligations in the future.

(2) The exemption is in force during the period:
(a) beginning when the Commissioner grants thengxien; and
(b) ending at the time specified in the exemption.

(3) Without limiting the matters to which the Comssioner may have
regard in deciding whether to grant an entity aeneption, the
Commissioner may have regard to the following:

(&) whether the entity is or was liable to payrestalment under
Division 45at any time in;
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(i) the income year in which the exemption is megd to
be granted; and

(ii) the previous 2 income years;

(b) the amount (if any) of the entity’sax-related liabilities that
are currently due and payable;

(c) the extent to which the entity and’igssociates (if any) have
complied with their obligations und&axation laws during:

(i) the income year in which the exemption is mregd to
be granted; and

(ii) the previous 2 income years.

(4) The Commissioner must give a copy of the exampo the entity
to which it relates.

(5) A failure to comply with subsection (4) doaext affect the validity
of the exemption.

7 Subsection 15-10(2) in Schedule 1
After “12-FA”, insert “, 12-FB".

8 Subsection 16-25(1) in Schedule 1 (note 2)
Omit “and 16-40", substitute “, 16-40 and 16-43".

9 Subsection 16-25(2) in Schedule 1 (note 2)
Omit “and 16-40", substitute “, 16-40 and 16-43".

10 At the end of subsection 16-35(4) in Schedule 1
Add “or by Subdivision 12-FB (about payments toefgn residents)”.

11 Subsection 16-40(2) in Schedule 1
Omit “entity”, substitute "exempt Australian government agency”.

12 Subsection 16-40(2) in Schedule 1 (note)
Omit “entity”, substitute “exempt Australian govenant agency”.

13 After section 16-40 in Schedule 1
Insert:
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16-43 Failure to withhold: civil penalty for exempg Australian
government agency in relation to payment to foreign
resident etc.

(1) An*exempt Australian government agency that:

(a) fails to withhold an amount as required byigian 12 from
a*withholding payment covered by Subdivision 12-FB
(about payments to foreign residents); or

(b) fails to pay to the Commissioner an amourregsired by
Division 14 in respect of a withholding payment emd by
that Subdivision;

is liable to pay to the Commissioner a penalty firealty
amount) equal to that amount.

(2) The penalty amount is due at the time wherigkempt Australian
government agency would have had to pay to the Gssiomer
the "amount required to be withheld.

Note: Division 298 in this Schedule contains maehyrprovisions for civil
penalties.

14 Subsection 16-45(1) in Schedule 1
Omit “or 16-40", substitute “, 16-40 or 16-43".

15 Section 16-45 in Schedule 1 (heading)
Repeal the heading, substitute:

16-45 Remission of penalty under section 16-30,-46 or 16-43

16 Section 16-50 in Schedule 1
Omit “or 16-40", substitute “, 16-40 or 16-43".

17 Paragraph 16-153(1)(a) in Schedule 1
After “Subdivision 12-FA”, insert “, section 12-3'15

18 Paragraph 16-153(1)(b) in Schedule 1
After “Subdivision 12-FA”, insert “, section 12-3'15

19 Paragraph 16-153(1)(c) in Schedule 1
Omit “or 12-285", substitute “, 12-285 or 12-317".
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20

21

22

23

24

25

26

27

Paragraph 16-153(1)(d) in Schedule 1
Omit “or 12-285", substitute “, 12-285 or 12-317".

Paragraph 16-155(1)(a) in Schedule 1
Omit “or 12-285", substitute “, 12-285 or 12-317".

After paragraph 16-155(1)(b) in Schedule 1
Insert:

(baa) during the year the payer received one oemwihholding
payments covered by section 12-317 and, in relati@ach
of them, the recipient is the likely foreign re@pt
mentioned in the section; or

Paragraph 16-160(1)(a) in Schedule 1
Omit “or 12-285", substitute “, 12-285 or 12-317".

After paragraph 16-160(1)(b) in Schedule 1

Insert:

(ba) one or more withholding payments covered by
section 12-317, or a part of each such paymerntthlegpayer
received during the year for the recipient, if theipient is
the likely foreign recipient mentioned in that $eist or

At the end of section 18-10 in Schedule 1
Add:
(2) If an entity withholds an amount fronfweithholding payment as
required by section 12-317, apply sections 18-8520 and 18-25
in relation to the payment as if the payment hashbeade to the

likely foreign recipient mentioned in section 12¢3Instead of to
the intermediary mentioned in that section).

Paragraph 20-35(2)(a) in Schedule 1
Omit “or 12-285", substitute “, 12-285 or 12-317".

Paragraph 20-35(2)(b) in Schedule 1
Omit “or 12-285", substitute “, 12-285 or 12-317".
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28 Section 20-80 in Schedule 1 (before table item 1)
Insert:

1A Decision not to grant an exemption under sulisect
12-319(1) from withholding obligations in relatitm
sections 12-315 and 12-317

29 Subsection 250-10(2) in Schedule 1 (table item 100,
column 3)

Omit “and 16-40(2)", substitute *, 16-40(2) and 48¢2)".

30 Application of amendments

The amendments of tHexation Administration Act 1958ade by this
Schedule apply to payments made, and non-cashitsemefvided, on
or after 1 July 2003.
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Schedule 6—PAYG withholding where no ABN
Is quoted

| ncome Tax Assessment Act 1997

1 Subsection 995-1(1) (definition of carried on in Australia)
Repeal the definition.

Taxation Administration Act 1953

2 At the end of section 12-190 in Schedule 1
Add:

(7) In working out, for the purposes of this seafiwhether an
enterprise iScarried on in Australia:
(a) ignore the external Territories; and

(b) treat an installation (within the meaning loé Customs Act
190]) that is deemed by section 5C of thestoms Act 1901
to be part of Australia, as part of Australia.

Note: The effect of this subsection is to treataterprise as carried on in

Australia only where it would be treated as carnedn Australia
under theA New Tax System (Australian Business Number) Act 1999

3 Application

The amendments made by this Schedule apply to pagmeade after
the commencement of this Schedule.
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Schedule 7—FBT exemption for worker
entitlements

Fringe Benefits Tax Assessment Act 1986

1 After section 58P
Insert:

58PA Exempt benefits—worker entitlement contributons

If:

(a) a person makes a contribution to an approvater
entitlement fund; and

(b) the person is required to make the contriloutinder an
industrial instrument; and

(c) the contribution is either:

(i) required for the purposes of ensuring thabhlgation
under the industrial instrument to make leave payme
(including payments in lieu of leave) or paymentew
an employee ceases employment is met; or

(ii) for the reasonable administrative costs &f filind,;
the contribution is an exempt benefit.

58PB Meaning of approved worker entitlement funds

(1) A fund is arapproved worker entitlement fund if the fund:

(a) is established by or under a law of the Comneaith, a
State or a Territory for the purpose of ensuriraj thng
service leave is paid; and

(b) is operating under that law.

(2) A fund is also aapproved worker entitlement fund if:
(a) the fund is prescribed for the purposes & plairagraph; and

(b) a declaration under subsection (3) is nobied in relation to
the fund.
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(3) The Treasurer may declare, in writing, thédrad is not an
approved worker entitlement fund. The declarat®a i
disallowable instrument for the purposes of secli6A of theActs
Interpretation Act 1901

(4) Before the Governor-General makes a regulatrater
paragraph (2)(a) prescribing a fund for the purpagahat
paragraph, the Commissioner must be satisfied that:

(&) the management of the fund (including the rganeent of
the investments of the fund) is carried out at arl@hgth
from the contributors to the fund and their asdesiagand

(b) under the fund’s constituting documents:

() no more than 5% of the total assets of thelfare to be
invested in an entity controlled by a contributora
associate of a contributor; and

(if) the assets of the fund are not to be usqudwide or
facilitate any form of financial assistance, inchgla
loan, to a contributor, a person in respect of whom
contributions are made or an associate of a catnb
or an associate of a person in respect of whom
contributions are made; and

(c) under the fund’s constituting documents, payisérom
contributions to the fund are to be made only ler t
following purposes:

() to pay worker entitlements to persons in resjpé
whom contributions are made;

(i) to make investments to generate income froendssets
of the fund,;

(i) to reimburse contributors who have paid gethents
directly to persons in respect of whom contribusiane
made;

(iv) to return contributions to contributors;

(v) to pay, for the benefit of a person in resgdazhom
contributions are made, an eligible terminationrpat
(within the meaning of section 27A of thecome Tax
Assessment Act 193iBito a complying superannuation
fund (within the meaning of section 45 of the
Superannuation Industry (Supervision) Act 1923
complying approved deposit fund (within the meaning
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of section 47 of th&uperannuation Industry
(Supervision) Act 1993r a retirement savings account
(within the meaning of thRetirement Savings Account
Act 1997;

(vi) to transfer contributions to another approvestker
entitlement fund;

(vii) to pay the reasonable administrative expsrsdhe
fund,;

(viii) to pay amounts to a contributor’s exteradministrator
that would otherwise be payable as mentioned in
subparagraph (iii) or (iv) to the contributor;

(ix) to pay interest on, or to repay, money lenthe fund;
and
(d) under the fund’s constituting documents, payisiéom the
income of the fund are to be made only for theofeihg
purposes:
(i) a purpose mentioned in subparagraphs (c)(i(}3);
(i) to make payments to contributors to the fund;
(i) to make payments to other persons wherepthgnent
is specified in subsection (5); and
(e) under the fund’s constituting documents:
(i) an account must be kept for each person ipe&tsof
whom contributions to the fund are made; and
(ii) the account must be kept in a manner thablesa
entitlements in respect of the person to be caledla

(5) A payment made by a fund to a person in tHeviang
circumstances is specified for the purposes of
subparagraph (4)(d)(iii):

(a) a contribution has been made to the fundspeet of the
person; and

(b) the contribution would be an exempt benefidem
section 58PA if the fund were an approved worker
entitlement fund; and

(c) either:

(i) the payment is of a worker entitlement thetdbation
for which would be an exempt benefit under
section 58PA if the fund were an approved worker
entitlement fund; or
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(i) the payment is of some kind other than a veork
entitlement.

58PC Exempt benefits—existing worker entitlementunds

Q) If:
(a) a person makes a contribution to an existiogker
entitlement fund; and

(b) the contribution is made in accordance witisting
industrial practice; and

(c) the contribution is either:

() made for the purposes of ensuring that argalitbon to
make leave payments (including payments in lieu of
leave) or payments when an employee ceases
employment is met; or

(ii) for the reasonable administrative costs @f filnd; and

(d) the contribution is made during the FBT yeagibning on
1 April 2003;
the contribution is an exempt benefit.

(2) A fund is arexisting worker entitlement fund if the fund accepted
contributions during the FBT year beginning on ZiAp002 for
the purposes of ensuring that obligations to makgd payments
(including payments in lieu of leave) or paymentsew an
employee ceases employment are met.

(3) A contribution is made in accordance wassting industrial
practice if the taxpayer or another person in the taxpay@dustry
made payments in the FBT year beginning on 1 A2 to an
existing worker entitlement fund for the purposésmsuring that
an obligation to make leave payments (includinghpayts in lieu
of leave) or payments when an employee ceases gmeit is
met.

2 Subsection 136(1)
Insert:

approved worker entitlement fund has the meaning given by
subsections 58PB(1) and (2).
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3 Subsection 136(1)
Insert:

entity has the same meaning as inli@ome Tax Assessment Act
1997,

4 Subsection 136(1)
Insert:

external administrator has the same meaning as in Bagment
Systems and Netting Act 1998.

5 Application

The amendments made by items 1 to 4 of this Schexghply to
benefits provided in a year of tax that begins oafter 1 April 2003.

| ncome Tax Assessment Act 1997

6 Section 112-150 (table item 6)

Omit “or complying superannuation fund”, substittta complying
superannuation fund or a fund that accepts wornktttement
contributions”.

7 Section 126-125

Omit “or complying superannuation fund”, substitiitea complying
superannuation fund or a fund that accepts wornkttement
contributions”.

8 At the end of section 126-130
Add:

(2) There is a roll-over if:

(a) "CGT event E1 or E2 happens in relation t€&T asset
because the trust deed of a fund is amended @aaegl and
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(b) the amendment or replacement is done for tinpgse of
having the fund approved as an approved worketl@ntnt
fund under subsection 58PB(2) of fhenge Benefits Tax
Assessment Act 198&nd

(c) the assets and members of the fund do noigehas a
consequence of the amendment or replacement.

Note: The full list of CGT events is in section 194-

9 Application

The amendments made by items 6 to 8 of this Schexghply to CGT
events that happen on or after 1 April 2003.

[Minister's second reading speech made in—
House of Representatives on 13 February 2003
Senate on 19 March 20DP3
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