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The entitlement to paid sabbatical leave accrues over the period of the contract.  Under the terms 
of the contract, the employee does not have access to the accruing paid sabbatical leave until the 
fifth year or on earlier termination of the contract.  The salary forgone is not invested or 
accumulated on the employee's behalf. 
 
The payment for the accrued sabbatical leave is assessable to the employee in the year of payment, 
that is, in the fifth year or on early termination. 
 
Example 2: 
 
At the direction of the employee, an employer pays the employee 80% of his/her yearly salary for 
four years.  The remaining 20% per annum is placed into a savings account on the employee's 
behalf.  In the fifth year the employee is in a position to take fully paid leave for a year by utilising 
the accumulated savings. 
 
Subsection 6-5(4) of the ITAA 1997 would apply to such an arrangement.  The employee is 
entitled to receive the remaining 20% salary in each given year but directs the employer to place it 
into a savings account on his/her behalf.  Therefore, the deferred salary is assessable to the 
employee in each of the given years. 
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