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General Outline and Financial Impact

raxation of social security payments

The amendmentswill maketwo minor technicalcorrectionsto provisions
for disability wagesupplement.Theamendmentsarenecessarybecauseof
the useof asectionnumberalreadyusedin connectionwith another
provisionin earlieramendmentsto theIncomeTax AssessmentAct 1936
(ITAA) whichreceivedRoyal Assentin December1994.

Financial impact:Nil

Payment of instalments by companies

The amendmentswill makeminor technicalcorrectionsto theanti-
avoidanceprovisiondealingwith temporaryestimateslodgedby
instalmenttaxpayersdesignedto put ataxpayerin asmallerclassandalso
makeconsequentialamendmentsto two otherprovisionsin Division 1C.
Amendmentswill alsobemadeto theanti-avoidanceprovisionwhich
dealswith schemesunderwhichincomeor deductionsaretransferred
betweeninstalmenttaxpayersfor thepurposeof reducinginstalments.

Financial impact:Nil



Amendments1 and2

Social Security changes

Explanation of the amendments

Thefollowing amendmentsrelateto Schedule1 of theBill.

Amendments 1 and 2: Change of section number

Thesectioncontainingtheprovisionsin the Bill for the tax treatmentof
the disability wage supplementwasinadvertentlyallocatedthenumber
24ABJ. Thatnumberhadalreadybeenallocatedto thesectioncontaining
tax provisionsfor widow allowancein theSocialSecurity(Parenting
AllowanceandOtherMeasures)LegislationAmendmentAct 1994.The
amendmentsto theBill will substitutethenumber24ABJA for 24ABJat
the two relevantpoints in the Bill.
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Amendments3 to 10

Payment of instalments by companies

Explanation of the amendments

The followingamendmentsrelateto Schedule1 of theBill.

Amendment 3: Liability to pay instalments

An instalmenttaxpayeris liableto payinstalmentsunderthenew
companytax instalmentregimein accordancewith atablecontainedin
subsection221AZK(2). Underthe table,the timing andamountof
paymentsdiffer dependingupon whetherthe instalmenttaxpayeris
classifiedas small,mediumor large. Undersubsection221AZK(3) an
instalmenttaxpayeris classifiedaccordingto the taxpayer’s“likely tax”
for the currentyear,calculatedonthe first day of month9.

It is possible,however,for ataxpayerto havemorethanoneamountof
“likely tax” onthe first day of month9. Thismayhappenwherean
estimateislodgedduring that day. Accordingly,to makeit clearwhich
“likely tax” isusedwhenclassifyinganinstalmenttaxpayer,subsection
22IAZK(3) will be amendedsothat an instalmenttaxpayerwill only be
classifiedat the ~ of the first dayof month9. (Item 78A]

~mendment 4 to 7: Temporary estimates designed to put a taxpayer in a
mailer class

Newsection22IAZKA operatesto ensurethat underthenewcompany
tax instalmentregimean instalmenttaxpayercannotusethemore
concessionaldatesfor small or mediumtaxpayersby lodgingan
artificially low estimateof tax liability beforethe time atwhich the
taxpayersareclassified(i.e. the first dayof month9 of theyearof
income). As currently worded,thenew subsection221AZKA( 1) deals
only with estimateslodgedbeforethe first dayof month9 and alater
estimatelodgedon or afterthe first dayof month9.

As estimatesto changean instalmenttaxpayer’sclassificationcanbe
lodgedat anytimeup until theendof the first day of month9 (see
Amendment3), this subsectionis alsoto beamendedsothat it refersto
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estimatesmadebeforetheendof the first dayofmonth9 andto alater
estimatemadeafterthe first dayof month9. Asaconsequenceofthis
amendment,similar amendmentshavebeenmadeto subsections
221AZKA(3)and(4) . (Item 79J

Amendment 8: Medium taxpayer treated as large taxpayer

Section221AZMA broadlyoperatesto treatamediuminstalment
taxpayerwhichis amemberof alargecompanygroupas alarge
instalmenttaxpayer.As currently worded,thesectionrefersto an
instalmenttaxpayerwhich, apartfromthe section,would be classifiedas
mediumat thebeginningof thefirst dayof month9. In orderto bringthe
timing of theclassificationinto line with Amendment3, paragraph
221AZMA(b) is to beamendedso that it refersto the classificationtime
asbeingtheend of thefirst dayof month9. [Item 79AJ

Amendments 9 and 10: Schemes to reduce or defer instalments

Mediumandlargeinstalmenttaxpayerspaytheir tax in four instalments.
Thefirst threeinstalmentsare,in broadterms,eachcalculatedas25%of
thetaxexpectedto be payablefor therelevantyear. Thefinal instalment
is workedoutwhenataxreturn is lodgedandtheactualtax payablefor
theyearis assessed.It is simply thedifferencebetweenthe actualtax
payablefor the yearandthe sumof the earlierthreeinstalments.

Thefinal instalmentcannotbe deferredor reducedbecauseof thewayit~
calculated.However,it maybepossibleto defer or reduceearlier
instalmentsby shifting incomeor deductionsbetweenassociated
taxpayers.The Bill will insertanewanti-avoidanceprovision,i.e. new
section221AZU, to dealwith sucharrangements.Section22 1AZU does
this by imposingapenaltyequalto 12%of theinstalmentshortfall.

Thereis atechnicaldeficiencyin thenewsection221AZU proposedby
theBill. Thatnewsectionwould presentlyimposeapenaltyon the
differencebetweentheactualtaxpayableandthesum of all the
instalments,including thefinal instalment.The differencebetweenthese
two figureswill alwaysbezero. This is becausethesumof thefirst three
instalmentsandthe final instalmentis equalto the actualtaxpayable.

Undertheamendmentnow proposedto newsubsection22 1AZU(4), the
12%penaltywill applyto thedifferencebetween:

• thesum of thefirst threeinstalmentsthatwould havebeenpayableby
thetaxpayersin therelevantavoidancearrangementif thearrangement
hadnot beenenteredinto; and

• thesum of thefirst threeinstalmentsactuallypaidby thosetaxpayers.
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SupplementaryExplanatoryMemorandum

Forexample,if thesumof the first threeinstalmentsshouldhavebeen
$200,if not for the arrangement,butonly $100 waspaid,thepenalty
wouldbe $12 (12%of $100).

A correspondingamendment,to reflectonly the first threeinstalments,is
alsobeingmadeto paragraph221AZU(1 )(c). [Item 82]
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