Taxation Laws Amendment Bill (No. 7) 2003

The Senate has referred the provisions of the above Bill to the Economics Legislation Committee for inquiry and report by 8 September 2003. The bill is an omnibus bill that makes various changes relating to tax laws. The Bill makes amendments to:
Schedule 1:

Amends the income tax law to provide income tax and CGT exemptions for payments relating to persecution suffered and loss of, or damage to, property during the Second World War.

Schedule 2:

Amends the Income Tax Assessment Act 1997 (ITAA 1997) to update lists of specifically listed deductible gift recipients (schedule 2).

Schedule 3:

Amends the ITAA 1997 from 1 July 2003 to:

· Simplify the listing in the tax law of specifically deductible gift recipients; and

· To allow deductions for cash donations to deductible gift recipients to be spread over a period of up to 5 years (Schedule 3).

Schedule 4:

Amends the Crimes (Taxation Offences) Act 1980 to correct a technical deficiency with the deeming mechanism in the Act, and to include Criminal Code harmonisation amendments to clarify the interpretation of offences under the Criminal Code.

Schedule 5:

Amends The Income Tax (Transitional Provisions) Act 1997 to allow certain entities with foreign losses to be excluded from a consolidated group for a transitional period.
Schedule 6:

Amends the A New Tax System (Goods and Services Tax) Act 1999 to ensure that certain supplies made as a result of the consolidation regime will not be taxable supplies;
Schedule 7:

The ITAA 1997 to include imputation rules for life insurance companies. Broadly, the provisions set out the circumstances when franking credits and debits arise in franking accounts of life insurance companies, complementing the core Simplified Imputation System rules already introduced into the ITAA 1997;

Schedule 8:
Amends the overseas forces tax offset provisions of the Income Tax Assessment Act 1936 (ITAA 1936) to exclude periods of service for which an income tax exemption for foreign employment income is available.

Schedule 9:

Amends the ITAA 1997 to provide an automatic CGT roll-over for financial service providers on transition to the Financial Services Reform (FSR) regime during the FSR transitional period in certain circumstances.
Schedule 10:

Amends the ITAA 1936 and the ITAA 1997 to treat foreign hybrids as partnerships for all purposes of the income tax law. Foreign hybrid is defined to include limited partnerships, limited liability companies in the USA and other similar entities that are taxed on a partnership basis in their country of formation. However, limited partners will only be able to claim losses of the foreign hybrid to the extent of their exposure to economic loss through the foreign hybrid. Certain foreign hybrids will be excluded from this treatment where they are residents of Australia, or in general, where they would otherwise be dealt with under the foreign investment fund (FIF) regime and not the controlled foreign company (CFC) regime. 
Other amendments will be made to allow deductions or tax credits to be claimed for Australian or foreign taxes paid by the investors on income that is attributed to them under the CFC or FIF provisions, for a limited number of years. Amendments will also be made to provide greater certainty as to the foreign hybrid’s country of residence for CFC purposes for those same years.
Issues to be considered by the Committee

The Committee is interested in examining revenue risks associated with transitional rules to allow certain entities with foreign losses to be excluded from a consolidated group. Life offices may wish to comment on the adequacy of imputation rules. (Schedule 7). Accounting and corporate tax advisers may wish to comment on the proposed tax treatment of investments in foreign hybrids (Schedule 10).

The purpose of this letter is to draw your attention to the inquiry and to invite you to make a written submission on the above Bill. Submissions should be lodged with the Secretariat by Friday, 22 August 2003.
The Committee is interested in receiving views from interested parties and would appreciate you referring this letter of invitation to any body you think would like to contribute to the inquiry.

Where possible, submissions should also be provided by email to economics.sen@aph.gov.au preferably in MS Word format. 

Submissions should be sent to: 

The Secretary

Senate Economics Legislation Committee 

Room SG.64 

Parliament House

CANBERRA  ACT  2600 

Information to assist in the preparation of submissions is enclosed or is available from the Secretariat telephone 02 6277 3540, facsimile 02 6277 5719.

Submissions become Committee documents and are only made public after a decision by the Committee. Persons making submissions should not release them without the approval of the Committee. Submissions are covered by parliamentary privilege but their unauthorised release is not. 

Should you require any further information in regard to this matter, please do not hesitate to contact the Secretariat on 02 6277 3540.

Yours sincerely

Dr Sarah Bachelard

Acting Committee Secretary
