
EXPLANATORY STATEMENT 

STATUTORY RULES 1989 No, /I 

ISSUED BY THE AUTHORITY OF THE TREASURER 

The e x i s t i n g f r i n g e b e n e f i t s t a x l e g i s l a t i o n a p p l i e s broad ly 
t o Commonwealth Departments as though each Department was a 
company. S t a f f who are pa id out of the annual a p p r o p r i a t i o n 
f o r t h a t Department a r e , f o r the purposes of t h e f r i n g e 
b e n e f i t s t a x l e g i s l a t i o n , t r e a t e d as b e i n g an employee of 
t h a t Department. In a d d i t i o n , the Fr inge B e n e f i t s Tax 
( A p p l i c a t i o n t o the Commonwealth) Act 1986 ( t h e Act) 
p r o v i d e s t h a t the Fr inge B e n e f i t s Tax Assessment Act 1986 
( the Assessment Act) i s t o apply as i f each Department were 
r e l a t e d t o a l l o t h e r Departments , and are a s s o c i a t e s f o r the 
purposes of the Assessment Act . 

An "employee" f o r the purposes of the Assessment Act i s 
d e f i n e d t o i n c l u d e c u r r e n t , f u t u r e or former employees . 
A c c o r d i n g l y , by o p e r a t i o n of the Act , the Department of 
Defence i s t r e a t e d as b e i n g the employer of c u r r e n t , f u t u r e 
or former members of the Defence Force and w i l l be l i a b l e 
f o r f r i n g e b e n e f i t s t a x on f r i n g e b e n e f i t s i t p r o v i d e s . 

As a consequence , under the e x i s t i n g l e g i s l a t i o n , b e n e f i t s 
p r o v i d e d t o current former and f u t u r e , members of the 
Defence Force ( i n c l u d i n g v e t e r a n s and mar iners ) by t h e 
Department of V e t e r a n s ' A f f a i r s w i l l be t r e a t e d as b e n e f i t s 
p r o v i d e d by an a s s o c i a t e of the Department of De fence ; 
making t h e Department of Defence l i a b l e t o f r i n g e b e n e f i t s 
t a x i n r e s p e c t of such b e n e f i t s . S i m i l a r l y , i f b e n e f i t s are 
p r o v i d e d by a t h i r d p a r t y under an arrangement w i th the 
Department of D e f e n c e , the Department of Defence would be 
l i a b l e t o pay f r i n g e b e n e f i t s t a x on the b e n e f i t s p r o v i d e d . 

These r e g u l a t i o n s w i l l modify the Act so as t o exempt from 
f r i n g e b e n e f i t s t a x a range of b e n e f i t s prov ided t o , and i n 
r e s p e c t of c e r t a i n Commonwealth employees , b e i n g c u r r e n t , 
former or f u t u r e members of the Defence Force . The 
exempt ions are t o apply wi th e f f e c t from 1 J u l y 1986. 

The f i r s t c l a s s of b e n e f i t s t o be exempted are t h o s e 
b e n e f i t s prov ided i n r e s p e c t of a Commonwealth employee 
because one of the p e n s i o n s s p e c i f i e d below i s payable i n 
r e s p e c t of t h a t employee under the V e t e r a n s ' E n t i t l e m e n t s 
Act 1986 ( t h e E n t i t l e m e n t s Act) or the Seamen's War P e n s i o n s 
and Al lowances Act 1940. 

Broad ly , b e n e f i t s prov ided t o the Commonwealth employee or 
an a s s o c i a t e of t h a t employee w i l l be exempt from f r i n g e 
b e n e f i t s t a x , i f the b e n e f i t i s prov ided because a p e n s i o n 
i s payab le i n r e s p e c t of t h a t employee under; 

Part I I or I I I of the E n t i t l e m e n t s A c t , 

s e c t i o n 68 of the E n t i t l e m e n t s Act or ; 
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Par t I I I of the Seamen's War Pensions and 
Allowances Act 1940. 

Examples of such bene f i t s a re d iscount telephone r e n t a l , 
motor veh ic le r e g i s t r a t i o n , and t r a n s p o r t provided to the 
widow of a ve te ran because the widow rece ives a pension 
under the Ent i t l ements Act as a r e s u l t of the death of her 
husband. 

The second c l a s s of bene f i t s to be exempted are f r inge 
bene f i t s provided t o , or in r e spec t of a Commonwealth 
employee under the Ent i t l ements Act. 

The f i n a l c l a s s of b e n e f i t s to be exempted by these 
r egu l a t i ons i s hea l th care provided in r e spec t of the 
employment of a Commonwealth employee because t h a t employee 
i s , was formerly or w i l l become a member of the Defence 
Force. An example would be the p rov is ion of den t a l 
t rea tment to a serving member of the Defence Force. 

The modif ica t ions to the Act made by these r egu l a t i ons w i l l 
no t , in any way, a l t e r the e x i s t i n g r u l e s r e l a t i n g to the 
t rea tment of bene f i t s provided under the Defence Services 
Homes Act 19 86, contained in sec t ion 6 of the Act. 

C i t a t i o n 

Regulat ion 1 allows the r e g u l a t i o n s to be c i t e d as the 
Fringe Benef i ts Tax (Appl icat ion to the Commonwealth) 
Regula t ions . 

Commencement 

Regulat ion 2 provides for the r e g u l a t i o n s to come in to 
e f fec t as from 1 July 1986. 

I n t e r p r e t a t i o n 

Regulat ion 3 f a c i l i t a t e s re fe rences to the Fringe Benef i ts 
Tax (Appl icat ion to the Commonwealth) Act 1986 by use of the 
term ' t h e A c t ' . 

Modif icat ions 

Regulat ion 4 s p e c i f i e s t h a t for the purposes of subsect ion 
4(1) of the Act, the modif ica t ions contained in the Schedule 
forming pa r t of these r egu la t i ons are p r e sc r i bed . 

Paragraph (1) of the Schedule i n s e r t s a new d e f i n i t i o n in 
the appropr ia te a l p h a b e t i c a l p o s i t i o n in subsect ion 3(1) of 
the Act. For the purposes of the Act, the term "the 
Ent i t l ements Act" means the Veterans7 En t i t l ements Act 1986. 
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Paragraph (2) of the Schedule proposes to insert three new 
sect ions into the Act. The f i r s t two sect ions combine to 
exempt from fringe benef i ts tax benef i ts provided pursuant 
to the Entitlements Act (a defined term, see the notes on 
paragraph (1) of the Schedule) or benef i ts provided as a 
resul t of one of the pensions speci f ied below being payable 
in respect of the employment of a Commonwealth employee 
under the Entitlements Act or the Seamen's War Pensions and 
Allowances Act 1940. 

The third sect ion to be inserted into the Act w i l l exempt 
from fringe benef i ts tax health care provided to members of 
the Defence Force. 

Exemption of benef i ts provided to certain persons 

Proposed sect ion 6A operates to d e t a i l the circumstances 
under which certain benef i ts w i l l be exempt from fringe 
benef i ts tax. Broadly, benef i ts provided because a 
Commonwealth employee i s e n t i t l e d to receive one of the 
pensions described below, or another person (such as the 
spouse or dependant of the employee) i s e n t i t l e d to receive 
a pension in respect of that employee. 

Section 6A s p e c i f i c a l l y excludes benef i ts re lat ing to 
benef i t s provided under Defence Service Homes Act 1918 from 
the operation of the proposed exemption. These types of 
benef i t s are dealt with under sect ion 6 of the Act. 
Benefits provided in respect of a Commonwealth employee w i l l 
be exempt under proposed sect ion 6A i f one of the following 
conditions are s a t i s f i e d : 

the employee i s a veteran (as defined in Section 5 
of the Entitlements Act) who i s e n t i t l e d to 
receive a d i s a b i l i t y pension under Part II of the 
Entitlements Act or where a d i s a b i l i t y pension i s 
payable to another person in respect of that 
employee 

(subsection (a)) 

the employee i s a veteran (defined in sect ion 
35(1) of the Entitlements Act) who i s e n t i t l e d to 
receive a service pension under Part III of the 
Entitlements Act or where a service pension i s 
payable to another person in respect of that 
employee 

(subsection (b)) 

the employee i s a member of the forces , or a 
member of a Peacekeeping Force (as defined in 
sect ion 68 of the Entitlements Act) who i s 
e n t i t l e d to receive a pension under Part IV of the 
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Entitlements Act or where a pension under Part IV 
of the Ent i t lements Act i s payable to another 
person in respec t of t h a t employee 

(subsection (c)) 

the employee i s an Aus t ra l i an mar iner , who i s 
e n t i t l e d to r e c e i v e , or another person i s e n t i t l e d 
to rece ive a pension in respec t of t h a t employee 
under Par t I I I of the Seamen's War Pensions and 
Allowances Act 1940 

(subsec t ion (d)) 

I t i s not necessary for the p a r t i c u l a r pensions to be paid 
to the employee d i r e c t l y . The pension may be paid to 
another person, such as the employee's spouse or dependant. 
In such cases the pension would be payable in r e spec t of the 
employee. 

An example would be a pension payable under Par t I I I of the 
Ent i t l ements Act as a r e s u l t of the war r e l a t e d death of the 
employee. The pension i s not paid to the employee, but i t 
may be payable to the dependant of the employee. The 
pension would be t r e a t e d as being paid in respec t of the 
employee. 

Proposed sec t ion 6B w i l l opera te to exempt from f r inge 
b e n e f i t s t ax a l l bene f i t s provided pursuant to the 
En t i t l ements Act in respec t of a Commonwealth employee. The 
exemption app l i e s r ega rd le s s of whether the r e c i p i e n t of the 
bene f i t i s the employee.The f i n a l sec t ion proposed to be 
i n s e r t e d i n to the Act by these r egu l a t i ons i s s ec t ion 6C. 

Subsection (1) proposes to exempt from fr inge b e n e f i t s t ax 
hea l th care provided to a Commonwealth employee (or another 
person such as the employee's spouse) because t h a t employee 
i s a member of the Defence Force. Subsection (1) makes i t 
c l e a r t h a t sec t ion 6C w i l l not apply to b e n e f i t s t h a t a re 
a l ready exempt under o ther p rov is ions of the Act or the 
Assessment Act. 

Health care i s defined in sec t ion 136(1) of the Assessment 
Act, b roadly , to be any examination, t e s t or form of care 
t h a t i s r e l a t e d to the hea l th of a person. 

Subsection (2) def ines a member of the Defence Force to be 
an employee who i s , was formerly or w i l l become a member of 
the Defence Force. 
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