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General outline and financial impact

Provisional tax uplift factor

Amendsthe definitionof provisional tax uplift factor in the Income Tax
AssessmentAct 1936sothat the factor is 8% for the 1995-96yearof
incomeand 10%for later yearsof incomeunlesstheParliamentprovides
otherwise.

Date of effect: Theamendmentsapplyto the calculationof provisional
tax (including instalments)for the 1995-96yearof incomeandlateryears
of income.

Proposalannounced: 1995-96Budget,9 May 1995

Financial impact: None

Compliancecostimpact: None, asuplift factor isunchangedfrom the
previousthreeyears.
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Provisional tax uplift factor

Overview

1.1 This amendmentto theTaxationLawsAmendment(Budget
Measures)Bill 1995 is to providefor theexistingdefinitionof ‘provisional
taxuplift factor’ containedin the Income TaxAssessmentAct1936 (the
Act) to berepealedandreplacedso thatthe factorapplicablefor the 1995-
96 yearof incomeis 8% and 10%for lateryearsof incomeunlessthe
Parliamentprovidesotherwise.

Summary of the amendments

Purpose of the amendments

1.2 The amendmentswill amendthe Act sothat theprovisionaltax
uplift factor is 8% for the 1995-96yearof incomeand 10% for lateryears
of income.

Date of effect

1.3 Theamendmentswill apply in relationto thecalculationof
provisionaltax (including instalments)payablefor the 1995-96yearof
incomeandlateryearsof income,[Item2 ofSchedule1OJ

Background to the legislation

1.4 Incomesubjectto provisionaltax for ayearis obtainedby
uplifting theprecedingyear’staxableincomeby theprovisionaltax uplift
factor.Provisionaltax is thencalculatedby applyingthe taxratesand
Medicarelevy to theuplifted incomeandallowing for rebatesandcredit
entitlements(suchastax instalmentsdeducted)which areexpectedto be
claimedorallowedin theprovisionalyearof income(section221YCAA).

1.5 The levelof the uplift factor is intendedto bea reasonable
reflectionof the growthin incomeof provisionaltaxpayers.Thelevel
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TaxationLawsAmendment(BudgetMeasures)Bill 1995

cannotbe predictedwith accuracyso it is preferablenotto placeundue
emphasisona specificforecastorestimatein settingthe factor.Matters
suchas inflation effectsaretakeninto account.The factoris intended,on
average,overtime andacrosstaxpayers,toreflecttheexpectedincreasein
provisional income.

1.6 The uplift factorfor thecalculationof 1995-96provisional
incomecurrentlystandsat 10%(definitionof ‘provisional taxuplift factor’
in subsection221YA(1 )). In the 1995-96BudgetstatementtheTreasurer
announcedthat theuplift factorof 8% usedto calculate1994-95
provisional incomewouldberetainedfor thepurposeof calculating1995-
96 provisional tax.

Explanation of proposed amendments

1.7 The amendmentto the TaxationLawsAmendment(Budget
Measures)Bill 1995proposesto amendsubsection221YA( 1) of theAct
so that aprovisional taxuplift factorof 8% will be usedin ascertaining
provisional tax payable(including instalments)for the 1995-96yearof
incomeand,unlessthe Parliamentotherwiseprovides,10%for lateryears
of income.[Item 1J
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