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General Outline and Financial Impact

Regional headquarters - Income tax concessions

The amendmentswill makethreeminortechnicalcorrectionsto the
dividendwithholding taxexemptionprovisionswhich will ensurethatthe
measurehas its intendedeffect.

Financial impact: None.



Amendments1 1o3

Regional headquarters -

Income tax concessions

xplanation of the amendments

.mendment 1: Certain income not included in assessable income

Althoughthe relevantprovisionsof theBill achievetheright resultby
exemptingcertaindividendsfromdividendwithholdingtax,becauseof a
draftingoversight,technicallytheycould still be subjectto tax underthe
normalassessmentprocess.Thisamendmentwill specificallyexclude
themfrom assessableincomeby amendingsection128Dof the Income
TaxAssessmentAct 1936.[Clause46AJ

mendment 2: Amount of a dividend

Becauseof theway the foreigntax creditsystemoperates,any dividend
incomereceivedby anAustralianmultinationalwouldbe grossedup by
any foreigntax paid (includinganyunderlyingtax ontheprofits from
which thedividendsarepaid), thusartificially inflating theamountof a
dividendwhich is to be subjectto the withholdingtax exemption.This
amendmentproposesthe introductionofnewsection 128SAwhich will
ensurethat only thenetdividendreceivedistakeninto account. Thenet
dividendproperlyreflectstheprofit amountcapableof beingdistributed
by a residentcompanyto its own shareholders.[Clause47J

nendment 3: Amount of credit

Dividendspaidoutof attributedincomeunderthecontrolledforeign
companiesor the foreigninvestmentfund provisionsof the IncomeTax
AssessmentAct 1936are exemptundersection23A1 and23AK. Although
the explanatorymemorandummakesit quite clearthat dividendincome
that is exemptfrom incometax underthesesectionsisto be excluded
from thenewarrangements,theproposedlegislationmaycurrentlynot
achievethisresult. Thisamendmentto proposedparagraph128TA(2)(b)
will specificallyexcludethis typeof dividendincomefromthe exemption.
[Clause47]
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