
1~JRROBINSON !! HEDDERWICKS
Li

1990-91-92

THE PARLIAMENT OF THE COMMONWEALTH OF
AUSTRALIA

SENATE

TAXATION LAWS AMENDMENT BILL (NO.4) 1992

SUPPLEMENTARY EXPLANATORY MEMORANDUM

(Circulated by the authority of the Treasurer,
the Hon John Dawkins, M.P.)

Hil I~II~1II~I~I~IIft
36737 Cat. No. 92 5470 3 9 780644 409049



Generaloutline andfinancial impact

Theamendmentswill amendTaxationLawsAmendmentBill (No.4) 1992
to:

ensurethataresidentownerof an entity that is gazettedasan
OffshoreBankingUnit (OBU) doesnot havean amountof interest
includedin its assessableincomewhereit hassubscribedpaidup
capitalin thesubsidiaryandthatmoneyis orwill beusedin
activitiesotherthanoffshorebankingactivities.

Revenueimpact: None. 4
Explanationof the proposedamendments

Deemedintereston90% of certain OBU resident-ownermoney

In broadterms,theBill currentlyprovidesin proposedsection121EK,
thatwhere OBU residentowner-money”is madeavailabletoan OBUby
wayof sharesubscription,90% of themoneyprovidedisto be regardedas
a loan. Notional interestis thenincludedin theassessableincomeof the
ownerto offset thelikelihood that theownerwould haveobtainedtax
deductionsfor interestexpenseon mostof themoneyprovidedto the
OBU.

A situationcouldarise,however,whereanAustralianholdingcompany
wasinterposedbetweenanon-residentownerandan OBUsubsidiary
whichconductedbothoffshorebankinganddomesticbankingactivities.
In sucha case90%of any moneymadeavailableto thesubsidiaryby the
Australianholdingcompany(a residentowner)byway of share
subscriptionwould beregardedasa loan andnotionalinterestcharged
eventhoughthefundsprovidedmay havebeenusedfor both
concessionallytaxedOBactivities andnormally taxedactivities.

The amendmentprovides,therefore,that theonly amountof notional
interestto beincludedin theassessableincomeof anresidentowneris the
amountcalculatedby referenceto theamountof OBU resident-owner
moneyactuallyusedor heldreadyfor usein carrying on OB activities
(Amendment11.

Commencementdate

The provisionsthat relateto deemedintereston OBU resident-owner
money” apply to deemedinterestfor anyperiodbeginningafter30 June 4
1992irrespectiveof whenthemoneywasmadeavailable. A minor
technicalamendmentwill makeit clearthat thecommencementdateof 1
July 1992will apply to moneypaid,usedor heldreadyfor use. The
amendmentis necessaryto ensurethat theapplicationprovisionaccords
with thelanguageusedin thenewdeemedinterestprovisiondiscussed
earlier(Amendment2]. .4
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