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INCOME TAX AND SOCIAL SERVICES
CONTRIBUTION ASSESSMENT (No. 3)-

No. 108 of 1960.

An Act relating to Income Tax.

[Assented to 16th December, 1960.]

B E it enacted by the Queen's Most Excellent Majesty, the
Senate, and the House of Representatives ,of the

Commonwealth of Australia, as follows:-

Short title 1.-(1.) This Act may be cited as the Income Tax and Social
and citatio. Services Contribution Assessment .Act QNo. 3) 1960.

(2.) The Income Tax and Social Services Contribution Assess-
ment Act 1936-1959,* as amended by the Salaries (Statutory
Offices) Adjustment Act 1960,T the Income Tax and Social Services
Contribution Assessment Act 19601 and the Income Tax and
Social Services Contribution Assessment Act (No. .2) 1960,§ is in
this Act referred -to as the Principal Act.

(3.) Section one of -the Income Tax and Social ,Services Con-
iribution Assessment Act (No. 2) 1960 is amended by omitting
sub-section (4.).

(4.) The iPrincipal Act, as amended by this Act, may be cited
as the Income Tax and Social Services Contribution Assessment
Act 1936-1960.

commence- 2. This Act shall come into operation on the day on which
met. it receives the Royal Assent.

Defitorm 3. Section six of the Principal Act is amended by inserting
in sub-section (1.), after the -definition of ".shareholder ", the
following definition:-

" ' shares' includes stock;".
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4. After -section fifty-one of the Principal Act the following
sections are inserted:-

5AA.-(t.) In this section, unless the contrary intention Plovioswith respet
appears- to allowable

deductions
'excepted interest" means, in Telation -to a company, consisting

interest- of interest.

(a) paid or payable by that company to -

(i) a bank;
.(ii) a company or -body in respect of which,

on the day on which notice of the
assessment of the -amount of the
taxable 'income of the first-mentioned
.company for the year of income end-
ing on the -thirtieth day of June, One
thousand nine hundred and sixty-one
is served, there is inforce a declaration
by the Treasurer, -made after consul-
tation '%ith -the Reserve Ban1 Board,
declaring the -company or body to
be a declared pastoral finance com-
pany, -or a 'declared dealer in the
short-term -money market, for the
purposes of this section;

(iii) a body registered ,as a building society
or :as a co-oaperative ihousing society
under the law of a Stale or Territory
of 1he ,Commonweal th; or

(iv) :a company registered under Te law of
a State or Territory of the Common-
wealth relating to co-.operative ,com-
panies, being a company the principal
business of which is the provision of
.housing or .of finance for housing; or

(b) paid or payable to, or the payment of which is
-guaranteed by, the Commonwealth 'or a State or
Territory -of the Common-wealth or a public
authority tof the Commonwealth or of a State
or Territory of tihe Commonwealth;

A excepted -outgoings' maeans, in relation to a company,
outgoings to which -this section applies incurred by the
company, being excepted interest;

'excepted outgoings of the 1-959-60 year' means, in relation
to a company, the total amount of the ,ex epted out-
-goings incurred 'by the ,company during -the year of
income that tended on the thirtieth day ,of June, One
thousand nine hundred and sixty;;
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'excepted outgoings of the 1960-61 year' means, in relation
to a company, the total amount of the excepted out-
goings incurred by the company during the year of
income ending on the thirtieth day of June, One
thousand nine hundred and sixty-one;

'interest' means interest, or a payment in the nature of
interest, in respect of-

(a) money lent, advanced or deposited;
(b) credit given; or
(c) any other form of debt or liability,

whether security is given or not, but does not include
interest paid or payable by a company to its shareholders
as interest on shares, being a company that is, in respect
of the year of income ending on the thirtieth day of
June, One thousand nine hundred and sixty-one, a
co-operative company for the purposes of Division 9
of Part III.;

'outgoings of the 1959-60 year' means, in relation to a
company, the total amount of the outgoings to which
this section applies incurred by the company during
the year of income that ended on the thirtieth day of
June, One thousand nine hundred and sixty, not being
excepted outgoings;

'outgoings of the 1960-61 year' means, in relation to a
company, the total amount of the outgoings to which
this section applies incurred by the company during
the year of income ending on the thirtieth day of June,
One thousand nine hundred and sixty-one, not being
excepted outgoings;

' outgoings to which this section applies' means, in relation
to a company, outgoings consisting of interest that
were-

(a) incurred by the company in gaining or producing
assessable income of the company; or

(b) necessarily incurred by the company in carrying
on a business for the purpose of gaining or
producing such income,

but does not include an outgoing that, by reason of
the next succeeding section, is deemed not to be an
allowable deduction from the assessable income of
the company.

"(2.) Interest paid or payable by-
(a) a bank;
(b) a company or body in respect of which, on the day on

which the notice of assessment of the amount of the
taxable income of the company or body for the
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year of income ending on the thirtieth day of June,
One thousand nine hundred and sixty-one, is served,
there is in force a declaration by the Treasurer,
made after consultation with the Reserve Bank Board,
declaring the company or body to be a declared
pastoral finance company, or a declared dealer in the
short-term money market, for the purposes of this
section;

(c) a body registered as a building society or as a co-operative
housing society under the law of a State or Territory
of the Commonwealth;

(d) a company registered under the law of a State or Terri-
tory of the Commonwealth relating to co-operative
companies, being a company the principal business
of which is the provision of housing or of finance for
housing; or

(e) a company the principal business of which is the supply
and distribution, by a system of reticulation, of water,
gas or electricity,

shall be deemed not to be outgoings to which this section applies.
" (3.) For the purposes of the definition of' excepted interest'

in sub-section (1.) of this section, interest paid or payable
to a bank, company or body as a trustee, or on account of a
customer or person dealing with the bank, company or body,
shall be deemed not to be interest paid or payable to the bank,
company or body.

"(4.) Where, in respect of a company, tho outgoings of the
1960-61 year are greater than Ten thousand pounds, the out-
goings of the 1960-61 year in respect of that company are not
allowable deductions from the assessable income of that company
of the year of income ending on the thirtieth day of June, One
thousand nine hundred and sixty-one, to an extent greater than
the outgoings of the 1959-60 year in respect of that company.

"(5.) Where the Commissioner is satisfied that a company was
incorporated after the fifteenth day of November, One thousand
nine hundred and sixty, with a view to the affairs of that company
and of another company being so arranged that this section
would, but for this sub-section, have effect more favourably
in relation to either or both of those companies than would
otherwise have been the case, the outgoings of the 1960-61 year
are not allowable deductions from the assessable income of the
first-mentioned company of the year of income ending on the
thirtieth day of June, One thousand nine hundred and sixty-one.

" (6.) Subject to the next succeeding sub-section, where
the Commissioner is satisfied that, after the fifteenth day of
November, One thousand nine hundred and sixty, a change
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oucuxred li. the control of, or ownership of shares in, a company
and, that,. that change- was: made, with a view, to, the affairs of that
company' and' of another company. being, so arranged that this
section would but for this.subsectionT have effect more favourably
in relation tol either or both of those. companies than would
otherwise. have been the case, the- outgoings of the 1,960-61 year
in, respect of the! first-mentioned company, are' not allowable
deductions from the assessable income of that. company of the
year of income ending on, the. thirvtieth, day of June, One thousand
nine: hundred. and sixty-one,, to, an, extent, greater than the out-
goings of the 1959-60 year in respect of that company.

"(7') Where, in' respect of a company, the excepted outgoings
of tfie 1959L-60'year exceed, the excepted outgoings of the 1960-61
yea,'r; the amount that is, by reason of the' operation of sub-
section' (4.) or (6.)' of this section; the maximum extent to which
outgoings to which this section applies, not being excepted
outgoings,, may be allowable ded'actions is increased by the
amount of the excess.

" (8.) The amount. of the, allowable deductions from the
assessable income of a company in respect of outgoings to which
thi's section- applies sba, 1- not, by rea-son, of the operation of
subLsection. (4-.), of this section., be less than the sum of the exeepted'
outgoings- of the' 100"-61 year an& Ten thousand. pounds.

" (9.)- For the' purposes, of Division, 7 of Part III., the'
amount of the distributable income of a private, company shalf
be reduced by tjhe extent (if any) to which the outgoings to
which. this section applies incurred by the company during, the
year of income ending on. the thirtieth day of June, One thousand
nine hundred, and sixty-one, are not allowable deductions from the
assessable income of the company of that year.

" (l 0:) ffa company elects that this sub-sectionshall be applied
in. relation to' the company-

(a)- subsectiorn (4.) or, (6.), as- the case may be, of this section
has effect as if for the reference to the outgoings of
the 1959-60 year there were substituted a reference
to the amount that the Commissioner is satisfied
represents the annual amount of interest, not being
excepted interest, payable by the company as at the
fifteenth day of November, One thousand nine
hundred and sixty, being interest that, if it were
incurred by the company during the year of income
ending on the thirtieth day of June, One thousand
nine hundred and sixty-one, would, but for this sec-
tion, be an outgoing allowable as a deduction from,
the assessable income of the company; and
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.(rb) sxub section :(7.) of this section has effect as if :for the
reference to 'the excepted outgoings 'of the L959-60
year there were substituted -a xeference to the -amount
,that -the Commissioner is satisfied -represents 'the
-annual .amount of :exoepted interest payable by the
company as at the fifteenth day of November, 0One
thousand nine hundred and sixty, being interest that,
.if -it were incurred by the com panydrring the year of
income ending on the thirtieth day of June, One
thousand nine hundred and sixty-one, would, but for
this section, be an outgoing allowable as a deduction
from the assessable income of the company.

"(11.) For the purposes of the last preceding sub-section,

where .the Commissioner is satisfied-
(a) that-

(i) as at the fifteenth day of November, 'One thousand
nine hundred and sixty, the company was
bound by agreement to borrow a sum of money
specified in the agreement; and

(ii) the company has borrowed that sum of money ,or
.a part of that sum; or

(b) that-
(ij) on or before that date, the company made an

offer to borrow a .sum of money specified in
the offer; and

(ii) under an agreement or agreements arising from
the acceptance of that offer, the company has
borrowed that sum -of money or a part of
that sur,

and -tha.l, -if the -annual amount of interest payable in respect of
money so borrowed were incurred by the company during the year
of income ending on the ithirtieth day of June, One thousand
nine hundred and sixty-one, it would, but for this section, be an
outgoing allowable as a deduction from the assessable income of
the company, the Commissioner shall include that amount in
the amount as to which he is satisfied under paragraph (a) or (b)
of the last preceding sub-section, as the case requires.

"(12.) For the purposes of the last preceding sub-section,
where a company issued convertible notes (as defined by the
next succeeding section) after the fifteenth day of November,
One thousand nine hundred -and sixty, being convertible notes-

(a) the terms -of -the issue of which were announced by the
company on or before that date; or

fb) that the company was, in pursuance of an agreement
made on or before that date, bound to issue,

the company -shall be deemed -to have been bound by agreement,
as at that date, to borrow money under the convertible notes.
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"(13.) Where a company makes an election under sub-section
(10.) of this section, the company is entitled in its assessment to
a rebate of the amount (if any) by which the amount of the
income tax payable by the company exceeds the amount that
would have been the amount of the income tax so payable if the
company had not made the election.

"(14.) An election for the purposes of sub-section (10.) of this
section-

(a) shall be made in writing signed by or on behalf of the
company; and

(b) shall be delivered to the Commissioner on or before the
last day for the furnishing of the return of income of the
year of income ending on the thirtieth day of June,
One thousand nine hundred and sixty-one, or within
such further time as the Commissioner allows.

Itorm *" 51AB.-(l.) In this section, unless the contrary intention
cofltto°,m appears-

'convertible note ' includes a note that provides, whether in
pursuance of a trust deed or otherwise-

(a) that the amount of the loan to the company that
is evidenced, acknowledged or created by the
note or to which the note relates-

(i) whether with or without interest;
(ii) whether at par or not;

(iii) whether at the option of the holder or
owner of the note or of some other
person or not;

(iv) whether in whole or in part; or
(v) whether exclusively or otherwise,

is to be or may be converted into shares
in the capital of the company or of another
company or is to be or may be redeemed,
repaid or satisfied by-

(vi) the allotment or transfer of shares
in the capital of the company
or of some other company, whether
to the holder or owner of the note
or to some other person;

(vii) the acquisition of such shares,
whether by the holder or owner or by
some other person, otherwise than as
mentioned in the last preceding sub-
paragraph; or
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(viii) application in or towards paying-up,
in whole or in part, the balance
unpaid on shares issued or to be
issued by the company or by some
other company, whether to the holder
or owner or to some other person; or

(b) that the owner or holder of the note is to have,
or may have, any right or option to have
allotted or transferred to him or to some other
person, or for him or some other person other-
wise to acquire, shares in the capital of the
company or of some other company;

'instrument' includes debenture, bond, certificate, receipt or
any other document or writing;

'issued' includes given and executed and ' issue' has a
corresponding meaning;

'loan to the company', in relation to a company, means-
(a) a loan, advance or deposit of money to or with the

company;
(b) money subscribed to the company; or
(c) any other form of debt or liability of the company,

whether secured or unsecured and whenever redeemable,
repayable or to be satisfied;

'note' means a note or other instrument issued by a company
that evidences, acknowledges, creates or relates to a loan
to the company.

"(2.) Where the combined effect or operation of two or
more related instruments, whether issued at the same time or
not, would have the effect or operation of a convertible note,
those instruments shall, for the purposes of this section, be
deemed to be together a convertible note.

"(3.) Where-
(a) a company issues a note that provides that the amount

of the loan to the company that is evidenced, acknow-
ledged or created by the note or to which the note
relates-

(i) whether with or without interest;
(ii) whether at par or not;

(iii) whether at the option of the holder or owner of
the note or of some other person or not;

(iv) whether in whole or in part; or
(v) whether exclusively or otherwise,

is to be or may be redeemed, repaid or satisfied by
the issue, whether by the same company or by another
company, of an instrument or a series of instruments;
and
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(b) that instrument, or any instrument in that series of
instruments, is to provide, whether in pursuance of a
trust deed or otherwise, as mentioned in paragraph (a)
or (b). of the definition of 'convertible note' in sub-
section, (I.), of this section,

that note, and the instrument, or that note and each of the
instruments in the series of instruments, shall, for the purposes
of'this section,. be deemed to be a convertible note.

"(4j Where, in. pursuance of the teris upon which any
convertible notes were issued. by a company, a person was
entitled to, have a convertible note, issued to him by that company,
the company shall, for the purposes. of the nexM succeeding
sub-section, be deemed to, have issued the- convertible note to
that person, at the time when that person, first. became entitled
to have the convertible note issued to- him..

"(5 .) The- following provisions of this section have effect in
retation to convertible, notes that were issued by a company after
the fifteenth day of November, One thousand nine hundred and
sixty, not being convertible notes-

(a) the terms of the issue of which- were announced by
the company- on or before that date; or

(b) that the company was, in pursuance of an agreement
made on or before- that. date, bound to issue.

"(6.) An outgoing consisting of interest, or a payment in the
nature of interest,, under the. convertible notes shall- be deemed
not to be an allowable deduction from the assessable income
of the company.

"(7.) Where a payment has been made by a person (whether
under a guarantee or otherwise) that represents, in effect, a
payment of interest under the convertible notes and the company
has. incurred an outgoing by way of making good the first-
mentioned payment to; that person, whether by way of indemni-
fication, or otherwise, the amount of that outgoing shall, for the
purposes of this section, be deemed to be ar outgoing consisting
of interest under the convertible notes.

" (8.) Any premium paid to. the company upon the issue of the
convertible notes shall, for the purposes of sub-paragraph (iii)
of paragraph (b) of sub-section (2.) of section forty-four of this
Act, be deemed to be profits arising from the issue of shares at
a premium.

" (9.) Section sixty-seven of this Act does not apply to the
expenditure incurred by the company in borrowing money by
means of the convertible notes.
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"(10.) The interest, or payment in. the nature- of interest, under
the convertible- notes, shall,. when paid,. credited or distributed,
be deemed, for the purpose of calculating the undistributed
amount, as defined by section one hundred and three otl tais
Act, in relation to the company, to be a, dividend paid. by the
company-".

5. Section fifty-one. A of the Principal Act is amended. by Deduction in,

omitting from sub-section (1.) the. words "the last. preceding i'vi' o
frm-homesection," and insetting, in their stead the words" section fifty-one allowa,

ofthis Act "'.

6.-(1.) The amendment madi- by section four of this Act, Application of

in so far as, it inserts seztiot fifty-one. AA in thr Principar Act, amendments.

applies; to, assessments in respect of incme of the year o
ineame; that commenced on the first day of. Jiy;. One thousand
nine hundred and sixty.

(2.) The amendment made by section four of this Act, in
so, ftr as it inserts section ffftyLone AB. in- the Principal Act,, and
the amendments made by sections three and five, of this Act;
apply to assessments in respect of income of the year of income
that commenced on the first day of July, One thousand nine
hundred and sixty, and in respect of income, of all, subsequent
years.




