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The challenge for taxation policy

Balancing revenue objectives and the impact on
investment

���� $XVWUDOLD��OLNH�PRVW�FRXQWULHV��JHQHUDOO\�LPSRVHV�VRPH�OHYHO�RI

VRXUFH�FRXQWU\�WD[�RQ�LQYHVWPHQW�LQ�$XVWUDOLD�E\�QRQ�UHVLGHQWV��DV�GLVWLQFW

IURP�WD[LQJ�RXU�UHVLGHQWV�RQ�WKHLU�ZRUOGZLGH�LQFRPH����7KLV�EDVLFDOO\�UHIOHFWV�D

GHVLUH�WR�HQVXUH�WKDW�QRQ�UHVLGHQWV�SD\�DQ�DSSURSULDWH�DPRXQW�RI�WD[�RQ

$XVWUDOLDQ�VRXUFH�LQFRPH�ZKLOH�QRW�XQGXO\�DIIHFWLQJ�WKH�FRVW�DQG�OHYHO�RI

IRUHLJQ�LQYHVWPHQW�LQ�$XVWUDOLD�

���� 7KH�SURSRVHG�QHZ�HQWLW\�UHJLPH�ZRXOG�EULQJ�ZLWK�LW�D�FKDQJH�WR�WKH

ZD\�QRQ�UHVLGHQWV�DUH�WD[HG�RQ�WKHLU�$XVWUDOLDQ�VRXUFH�LQFRPH���$V�D

FRQVHTXHQFH�LW�ZRXOG�EH�QHFHVVDU\�WR�HQVXUH�WKDW�WKH�UHJLPH�GRHV�QRW�XQGXO\

UDLVH�WKH�FRVW�RI�FDSLWDO�WR�$XVWUDOLDQ�EXVLQHVV�RU�KDYH�DGYHUVH�HIIHFWV�RQ�WKH

OHYHO�RI�IRUHLJQ�LQYHVWPHQW�QHFHVVDU\�IRU�WKH�$XVWUDOLDQ�HFRQRP\�WR�IXQFWLRQ

HIIHFWLYHO\�DQG�HIILFLHQWO\�

���� $W�WKH�VDPH�WLPH��ZKHQ�FRQVLGHULQJ�KRZ�WKH�HQWLW\�UHJLPH�VKRXOG

EH�DSSOLHG�WR�LQYHVWPHQW�LQ�$XVWUDOLD�E\�QRQ�UHVLGHQWV��D�EDODQFH�KDV�WR�EH

VWUXFN�EHWZHHQ�REWDLQLQJ�D�UHDVRQDEOH�UHYHQXH�FRQWULEXWLRQ�IURP

QRQ�UHVLGHQWV�DQG�FRQWLQXLQJ�WR�DWWUDFW�IRUHLJQ�FDSLWDO�

���� ,Q�FRQVLGHULQJ�TXHVWLRQV�DV�WR�WKH�FRVW�RI�FDSLWDO�LW�QHHGV�WR�EH

ERUQH�LQ�PLQG�WKDW�QRQ�UHVLGHQWV�ZLOO�IDFWRU�LQWR�WKH�WD[�HTXDWLRQ�WKH

DYDLODELOLW\�LQ�WKH�LQYHVWRUV·�KRPH�MXULVGLFWLRQ�RI�FUHGLWV�IRU�WD[�SDLG�LQ

$XVWUDOLD�

A strategy for reform

One which depends upon other policy options

���� &KDSWHUV����DQG����GLVFXVV�RSWLRQV�IRU�DFKLHYLQJ�JUHDWHU�LQWHJULW\

WKURXJK�WKH�HQWLW\�FKDLQ�DQG�IRU�WKH�WUHDWPHQW�RI�FROOHFWLYH�LQYHVWPHQW�YHKLFOHV

�&,9V��ZLWKLQ�WKH�SURSRVHG�QHZ�HQWLW\�UHJLPH���7KH�DSSURDFK�WR�WKH�WD[DWLRQ

RI�QRQ�UHVLGHQWV�LQYHVWLQJ�LQ�$XVWUDOLD�GHSHQGV�ODUJHO\�RQ�ZKLFK�RI�WKRVH

RSWLRQV�LV�DGRSWHG�

���� ,I�WKH�GHIHUUHG�FRPSDQ\�WD[�RSWLRQ�ZHUH�DGRSWHG��LW�ZRXOG�KDYH�WKH

HIIHFW�RI�UDLVLQJ�WKH�WD[�RQ�WD[�SUHIHUUHG�LQFRPH�RI�D�FRPSDQ\�IURP�WKH

FXUUHQW�GLYLGHQG�ZLWKKROGLQJ�WD[��':7��UDWH�RI����SHU�FHQW�³�JHQHUDOO\

UHGXFHG�WR����SHU�FHQW�E\�$XVWUDOLD·V�GRXEOH�WD[�DJUHHPHQWV��'7$V��³
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LPSRVHG�RQ�XQIUDQNHG�GLYLGHQGV��GLYLGHQGV�SDLG�RXW�RI�WD[�SUHIHUUHG�LQFRPH�

RI�D�QRQ�UHVLGHQW�WR�WKH�FRPSDQ\�WD[�UDWH�����SHU�FHQW����,Q�WKH�FDVH�RI

LQYHVWPHQW�WKURXJK�D�WUXVW��WKH�WD[�SUHIHUUHG�LQFRPH�ZLOO�FKDQJH�IURP�QRW

EHLQJ�VXEMHFW�WR�WD[�LQ�WKH�KDQGV�RI�D�QRQ�UHVLGHQW�EHQHILFLDU\�WR�EHLQJ�WD[HG�DW

WKH�FRPSDQ\�UDWH���+RZHYHU��WKH�WHUPV�RI�UHIHUHQFH�IRU�WKH�5HYLHZ�LQFOXGH�DQ

H[DPLQDWLRQ�RI�WKH�VFRSH�WR�PRYH�WRZDUGV�D����SHU�FHQW�FRPSDQ\�WD[�UDWH�E\

EULQJLQJ�WKH�WD[�YDOXH�DQG�FRPPHUFLDO�YDOXH�RI�LQYHVWPHQWV�FORVHU�WRJHWKHU�

6XFK�D�WUDGH�RII�LV�WR�EH�DFKLHYHG�LQ�D�UHYHQXH�QHXWUDO�PDQQHU�DQG��LI�DFKLHYHG�

RIIHUV�WKH�RSSRUWXQLW\�WR�DPHOLRUDWH�WKH�LPSDFW�RI�WKH�IXOO�IUDQNLQJ�DSSURDFK

RQ�QRQ�UHVLGHQW�LQYHVWRUV�

���� ,I�WKH�FRPSDQ\�WD[�UDWH�ZHUH�QRW�UHGXFHG��WKH�LQFUHDVH�LQ�$XVWUDOLD·V

FRVW�RI�FDSLWDO�ZLOO�GHSHQG�RQ�WKH�UDWLR�RI�WD[�SUHIHUUHG�LQFRPH�RI�DQ�HQWLW\�WR

WKH�WD[HG�SURILWV�RI�WKH�HQWLW\���&XUUHQW�LQGLFDWLRQV�DUH�WKDW�LQ�UHODWLRQ�WR�SXEOLF

FRPSDQLHV�DURXQG����SHU�FHQW�RI�WKHLU�GLYLGHQGV�DUH�IUDQNHG��DOWKRXJK�WKLV

PD\�GHFUHDVH�LI�WKH�SURSRUWLRQ�RI�IRUHLJQ�VRXUFH�LQFRPH�LQFUHDVHV�RYHU�WLPH�

$FFRUGLQJO\��DW�OHDVW�LQ�UHODWLRQ�WR�SRUWIROLR�LQYHVWRUV�³�ZKHUH�LW�FRXOG�EH

H[SHFWHG�WKDW�WKH�LQYHVWRU�ZRXOG�VHHN�D�EDODQFHG�SRUWIROLR�³�D�PDUNHG

LQFUHDVH�LQ�WKH�FRVW�RI�FDSLWDO�IURP�WKH�SURSRVHG�QHZ�HQWLW\�UHJLPH�DSSO\LQJ�WR

FRPSDQLHV�LV�XQOLNHO\���2Q�WKH�RWKHU�KDQG��ZKLOH�GLYLGHQGV�DUH�IUDQNHG�RQ

DYHUDJH�DW�DURXQG����SHU�FHQW�WKH�GLVWULEXWLRQ�DFURVV�FRPSDQLHV�UDQJHV�IURP

QLO�WR�����SHU�FHQW�VR�WKH�HIIHFW�ZRXOG�IDOO�GLIIHUHQWLDOO\�LQ�UHODWLRQ�WR

FRPSDQLHV�DV�IDU�DV�IRUHLJQ�LQYHVWRUV�DUH�FRQFHUQHG�

���� 7KHVH�FRVWV�IRU�SRUWIROLR�LQYHVWRUV�PD\�EH�IXUWKHU�UHGXFHG�E\�WKH

LQWURGXFWLRQ�RI�D�GLYLGHQG�ZLWKKROGLQJ�WD[�HQWLW\�WD[�UDWH�VZLWFK�VLPLODU�WR

1HZ�=HDODQG·V�)RUHLJQ�,QYHVWRU�7D[�&UHGLW�UHJLPH���7KLV�UHJLPH��ZKLFK�LV

H[SORUHG�IXUWKHU�EHORZ��UHOLHV�RQ�WKH�FRXQWU\�RI�UHVLGHQFH�RI�WKH�IRUHLJQ

LQYHVWRU�DOORZLQJ�D�FUHGLW�IRU�WKH�':7�RQ�WKH�JURVVHG�XS�¶GLYLGHQG·�

���� 7KH�HQWLW\�UHJLPH��LQ�LWV�WD[�WUHDWPHQW�RI�WKH�SURILWV�RI�D�WUXVW��FRXOG

SRWHQWLDOO\�LPSDFW�RQ�LQYHVWPHQWV�UHWXUQLQJ�GLYLGHQGV�DQG�LQWHUHVW�ZKHUH�WKRVH

LQYHVWPHQWV�DUH�PDGH�WKURXJK�WUXVWV���7KH�HQWLW\�UHJLPH�LQ�WKHVH�FLUFXPVWDQFHV

ZRXOG�WD[�WKH�LQYHVWPHQWV�DW�WKH�HQWLW\�UDWH�UDWKHU�WKDQ�WKH�QLO�UDWH�RQ�IUDQNHG

GLYLGHQGV��WKH�JHQHUDO�'7$�UDWH�RI����SHU�FHQW�RQ�XQIUDQNHG�GLYLGHQGV�DQG�WKH

���SHU�FHQW�UDWH�DSSOLFDEOH�WR�LQWHUHVW�

����� 2QH�RSWLRQ�LV�WR�IDFLOLWDWH�WKLV�W\SH�RI�LQYHVWPHQW�WKURXJK�VSHFLDO

IXQGV�VHW�XS�IRU�SXUHO\�QRQ�UHVLGHQW�LQYHVWRUV�ZKLFK�ZRXOG�EH�WD[HG�LQ�WKH

VDPH�ZD\�DV�VLPLODU�W\SHV�RI�LQYHVWPHQW�WUXVWV�DUH�FXUUHQWO\�WD[HG���$QRWKHU

RSWLRQ�LV�WR�WD[�FHUWDLQ�UHVLGHQW�&,9V�RQ�D�IORZ�WKURXJK�EDVLV�³�WKHVH�FRXOG

EH�DOORZHG�WR�KDYH�ERWK�UHVLGHQW�DQG�QRQ�UHVLGHQW�LQYHVWRUV��DQG�KHQFH

UHPRYH�WKH�QHHG�IRU�D�YHKLFOH�SXUHO\�IRU�QRQ�UHVLGHQW�LQYHVWRUV���7KLV�RSWLRQ�LV

GLVFXVVHG�LQ�&KDSWHU����



Chapter 30

Investment in Australia by non-residents 637

����� 7KH�SRVVLEOH�LQWURGXFWLRQ�RI�D�GHIHUUHG�FRPSDQ\�WD[�DOVR�UDLVHV�WKH

LVVXH�RI�WD[�QHXWUDOLW\�EHWZHHQ�EUDQFKHV�RI�D�QRQ�UHVLGHQW�HQWLW\�DQG�D

VXEVLGLDU\�

����� ,I��LQVWHDG�RI�GHIHUUHG�FRPSDQ\�WD[��UHVLGHQW�GLYLGHQG�ZLWKKROGLQJ

WD[��5':7��ZHUH�LQWURGXFHG�RU�XQIUDQNHG�LQWHU�HQWLW\�GLVWULEXWLRQV�ZHUH

WD[HG��WKH�QHHG�ZRXOG�EH�UHGXFHG�IRU�WD[�QHXWUDO�WUHDWPHQW�RI�EUDQFKHV�JLYHQ

WKDW�WKH\�DUH�QRW�FXUUHQWO\�WD[HG�RQ�WKHLU�WD[�SUHIHUUHG��XQIUDQNHG��LQFRPH�

7KHUH�ZRXOG�DOVR�EH�OHVV�QHHG�IRU�WKH�':7�HQWLW\�WD[�UDWH�VZLWFK�³�WKRXJK

WKH�RSWLRQ�FRXOG�VWLOO�EH�FRQVLGHUHG�LQ�RUGHU�WR�JLYH�PRUH�IDYRXUDEOH�WUHDWPHQW

WKDQ�FXUUHQWO\�WR�QRQ�UHVLGHQW�LQYHVWRUV�DW�QR�FRVW�WR�UHYHQXH�

Key policy issues

How should Australian tax be levied on non-residents
investing in Australian entities?

����� 7KH�SUHYDLOLQJ�LQWHUQDWLRQDO�SUDFWLFH�LV�IRU�GLVWULEXWLRQV�IURP�HQWLWLHV

WR�QRQ�UHVLGHQWV�WR�EH�VXEMHFW�WR�':7�DW�UDWHV�DJUHHG�ELODWHUDOO\�EHWZHHQ

FRXQWULHV�DQG�UHIOHFWHG�LQ�'7$V���/LPLWLQJ�$XVWUDOLDQ�WD[�RQ�LQFRPH

GLVWULEXWHG�WR�WKHVH�LQYHVWRUV�FRXOG�EH�DFKLHYHG�E\�HLWKHU�UHPRYLQJ�WKH�':7

RU�UHGXFLQJ�WKH�HQWLW\�WD[�SDLG�E\�WKHVH�LQYHVWRUV�

Option 1:  Impose full entity tax but no DWT

����� 7KH�$XVWUDOLDQ�WD[�RQ�LQFRPH�GLVWULEXWHG�WR�QRQ�UHVLGHQWV�FRXOG�EH

OLPLWHG�WR�WKH�$XVWUDOLDQ�FRPSDQ\�WD[�UDWH�E\�QRW�DSSO\LQJ�':7�WR�IXOO\

IUDQNHG�GLYLGHQGV���,I�WKH�GHIHUUHG�FRPSDQ\�WD[�DSSURDFK�LV�DGRSWHG�DQG�DOO

GLYLGHQGV�DUH�IXOO\�IUDQNHG��DOO�':7�FRXOG�EH�UHPRYHG�

����� +RZHYHU��HOLPLQDWLQJ�':7�PD\�QRW�EH�LQ�$XVWUDOLD·V�LQWHUHVW�JLYHQ

WKH�SUHYDLOLQJ�SUDFWLFHV�RI�LQWHUQDWLRQDO�WD[DWLRQ�DQG�$XVWUDOLD·V�'7$V���7KH

DJUHHPHQWV�JHQHUDOO\�UHTXLUH�WKH�FRXQWU\�ZKHUH�WKH�LQYHVWRU�UHVLGHV�WR�DOORZ�D

FUHGLW�IRU�ZLWKKROGLQJ�WD[HV�SDLG�LQ�WKH�FRXQWU\�IURP�ZKHUH�WKH�GLYLGHQG�LV

SDLG���&RQVHTXHQWO\��UHPRYLQJ�WKH�':7�PD\�QRW�UHGXFH�WKH�WD[�EXUGHQ�RQ

QRQ�UHVLGHQW�LQYHVWRUV�EXW�UDWKHU�ZRXOG�SURYLGH�D�EHQHILW�WR�WKH�UHYHQXH�RI

WKHLU�FRXQWU\�RI�UHVLGHQFH�WR�WKH�GLVDGYDQWDJH�RI�$XVWUDOLDQ�UHYHQXH�

Option 2:  Impose DWT and refund some entity tax

����� $�SUHIHUDEOH�RSWLRQ�ZRXOG�EH�WR�OLPLW�WKH�WRWDO�DPRXQW�RI�$XVWUDOLDQ

WD[�RQ�QRQ�UHVLGHQWV�E\�UHIXQGLQJ�SDUW�RI�WKH�HQWLW\�WD[�WR�WKHP�UDWKHU�WKDQ�E\
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QRW�OHY\LQJ�':7���7KLV�ZRXOG�EH�SDUWLFXODUO\�DGYDQWDJHRXV�IRU�IRUHLJQ

VKDUHKROGHUV�ZLWK�SRUWIROLR�LQYHVWPHQWV�LQ�$XVWUDOLD�EHFDXVH�WKHVH�LQYHVWRUV�GR

QRW�UHFHLYH�D�IRUHLJQ�WD[�FUHGLW�IRU�HQWLW\�WD[�EXW�GR�UHFHLYH�D�FUHGLW�IRU�':7�

����� 7KH�UHIXQG�ZKLFK�LV�UHIHUUHG�WR�EHORZ�DV�WKH�1RQ�5HVLGHQW�,QYHVWRU

7D[�&UHGLW��15,7&��FRXOG�EH�XVHG�WR�HQVXUH�PD[LPXP�SRVVLELOLW\�RI

$XVWUDOLDQ�WD[�EHLQJ�FUHGLWHG�RYHUVHDV���:KHQ�DQ�$XVWUDOLDQ�FRPSDQ\�LV�SD\LQJ

D�GLYLGHQG�WR�D�IRUHLJQ�SRUWIROLR�VKDUHKROGHU��D�SURSRUWLRQ�RI�WKH�HQWLW\�WD[

FRXOG�EH�UHIXQGHG�WR�WKH�FRPSDQ\�RQ�WKH�FRQGLWLRQ�WKDW�WKLV�UHIXQG�LV�SDLG�DV�D

VXSSOHPHQWDU\�GLYLGHQG�WR�WKH�IRUHLJQ�VKDUHKROGHU�

����� ':7�ZRXOG�EH�OHYLHG�RQ�WKH�GLYLGHQG�SOXV�DQ\�UHIXQG�RI�HQWLW\�WD[

SDLG�WR�WKH�IRUHLJQ�SRUWIROLR�LQYHVWRUV���7KH�SHUFHQWDJH�UHIXQG�RI�HQWLW\�WD[

ZRXOG�EH�VHW�VXFK�WKDW�WKH�UHIXQG�HTXDOOHG�WKH�':7�WR�EH�SDLG�DIWHU�DSSO\LQJ

WKH�JHQHUDO�':7�UDWH�RI����SHU�FHQW�WR�WKH�GLYLGHQG�DQG�UHIXQG���7KH�WRWDO

$XVWUDOLDQ�WD[�RQ�WKH�GLYLGHQGV�ZRXOG�EH�HTXDO�WR�WKH�HQWLW\�UDWH�EXW�WKH

SURSRUWLRQ�RI�':7�LQ�WKH�WD[�PL[�ZRXOG�EH�LQFUHDVHG�E\�WKH�15,7&���7KLV

ZRXOG�LQFOXGH�GLYLGHQGV�SDLG�WR�IRUHLJQ�SRUWIROLR�LQYHVWRUV�WKDW�DUH�FXUUHQWO\

H[HPSW�IURP�':7�

����� :KHUH�DQ�HQWLW\�SD\V�D�GLYLGHQG�WR�DQ�HQWLW\�WKDW�LV�QRW�SDUW�RI�WKH

HQWLW\�UHJLPH��VXFK�DV�D�&,9�RU�D�QRPLQHH�FRPSDQ\��WKH�&,9�RU�QRPLQHH

FRPSDQ\�ZRXOG�QHHG�WR�DGYLVH�WKH�HQWLW\�SD\LQJ�WKH�GLYLGHQG�WKH�SURSRUWLRQ

RI�LWV�PHPEHUV�WKDW�DUH�QRQ�UHVLGHQWV�VR�WKDW�WKH�HQWLW\�SD\LQJ�WKH�GLYLGHQG

FRXOG�GHWHUPLQH�WKH�DPRXQW�RI�WKH�15,7&���7KLV�ZRXOG�EH�QHFHVVDU\�EHFDXVH

WKH�&,9�RU�QRPLQHH�FRPSDQ\�PD\�HIIHFWLYHO\�UHSUHVHQW�QRQ�UHVLGHQWV�

����� 7KH�LPSDFW�RI�WKH�15,7&�DV�FRPSDUHG�ZLWK�WKH�FXUUHQW�WD[

WUHDWPHQW�RI�SRUWIROLR�LQYHVWRUV�LV�VKRZQ�LQ�7DEOH������IRU�WKH�VLWXDWLRQ�ZKHUH

WKH�HQWLW\�LV�FXUUHQWO\�SD\LQJ�IXOO\�IUDQNHG�GLYLGHQGV�

Table 30.1:  Operation of entity tax/DWT switch —  fully franked dividends

Current
$

Reformed
$

Profit of the Australian entity 100.00 100.00

Taxable income of the entity 100.00 100.00

Less company tax (at 36%) -36.00 -36.00

After-tax distribution to non-resident 64.00 64.00

NRITC —  17.64% of the dividend 11.29

Total distribution 64.00 75.29

Less DWT (15%) -11.29

Net distribution to non-resident 64.00 64.00

Total Australian tax 36.00 36.00

Income tax paid by non-resident (at
40% tax rate)(a)

-25.60 -18.83
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Net return to non-resident 38.40 45.17

(a) After credit for Australian DWT.

����� ,Q�WKLV�FDVH��D�IRUHLJQ�WD[�FUHGLW�RI�$������ZRXOG�EH�DYDLODEOH�IRU�WKH
IRUHLJQ�SRUWIROLR�LQYHVWRUV�ZKLFK�ZRXOG�ORZHU�IRUHLJQ�WD[�ZKLOVW�WKH�$XVWUDOLDQ

WD[�RQ�WKH�LQYHVWPHQW�ZRXOG�EH�XQFKDQJHG�

����� 7KLV�WUHDWPHQW�RI�IUDQNHG�GLYLGHQGV�XVLQJ�WKH�15,7&�ZRXOG�EH�WKH

VDPH�LUUHVSHFWLYH�RI�ZKHWKHU�WKH�GHIHUUHG�FRPSDQ\�WD[�RU�RQH�RI�WKH

DOWHUQDWLYH�RSWLRQV��5':7�RU�WD[LQJ�XQIUDQNHG�LQWHU�HQWLW\�GLVWULEXWLRQV��LV

LQWURGXFHG�IRU�LPSURYLQJ�LQWHJULW\�WKURXJK�WKH�GRPHVWLF�HQWLW\�FKDLQ�

����� ,Q�UHODWLRQ�WR�HQWLWLHV�FXUUHQWO\�SD\LQJ�XQIUDQNHG�GLYLGHQGV�WKH�OHYHO

RI�$XVWUDOLDQ�WD[�ZRXOG�LQFUHDVH��E\�WKH�GLIIHUHQFH�EHWZHHQ�WKH�FRPSDQ\�DQG

':7�UDWHV��LI�WKH�GHIHUUHG�FRPSDQ\�WD[�RSWLRQ�ZHUH�SXUVXHG��EXW�WKH

FRQVHTXHQWLDO�GHFUHDVH�LQ�WKH�FUHGLWDEOH�DPRXQW�ZRXOG�EH�SDUWLDOO\�RIIVHW�E\

WKH�15,7&���7KLV�LV�VKRZQ�LQ�7DEOH������

Table 30.2:  Operation of entity tax/DWT switch —  unfranked dividends

Current
$

Reformed
$

Profit of the Australian entity 100.00 100.00

Taxable income of the entity 0 0

Less company tax (at 36%) 0 0

Less deferred company tax na -36.00

Distribution to non-resident 100.00 64.00

NRITC —  (17.65% of the dividend) na 11.29

Total distribution 100.00 75.29

Less DWT (15%) -15.00(a)
-11.29(b)

Net distribution to non-resident 85.00 64.00

Income tax paid by non-resident
(at 40% tax rate)(c)

25.00 18.83

Net return to non-resident 60.00 45.17

(a) 15% of the $100 unfranked dividend.
(b) 15% of total distribution.
(c) After credit for Australian DWT.

����� 7KLV�GHPRQVWUDWHV�RQH�HIIHFW�RQ�QRQ�UHVLGHQW�LQYHVWRUV���+RZHYHU�

WKHUH�LV�QR�HYLGHQFH�DV�WR�ZKHWKHU�SRUWIROLR�LQYHVWRUV�WDUJHW�LQGLYLGXDO

FRPSDQLHV�SD\LQJ�XQIUDQNHG�GLYLGHQGV���7KH\�ZRXOG�PRUH�FRPPRQO\�LQYHVW�LQ

D�EDODQFHG�SRUWIROLR�DQG�UHFHLYH�SULPDULO\�IUDQNHG�GLYLGHQGV�EXW�WKH�VWUXFWXULQJ

RI�WKHLU�SRUWIROLR�ZRXOG�EH�OLNHO\�WR�EH�LQIOXHQFHG�WR�VRPH�H[WHQW��HYHQ�LI�LW

FDQQRW�EH�HVWLPDWHG���7DEOH������UHIOHFWV�WKH�VLWXDWLRQ�ZKHUH�D�SRUWIROLR
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LQYHVWRU�KDV�D�EDODQFHG�SRUWIROLR��WKDW�LV��LV�HQWLWOHG�WR�$���LQ�WD[HG�LQFRPH�DQG

$���LQ�XQIUDQNHG�LQFRPH�

Table 30.3:  Operation of entity tax/DWT switch —  balanced portfolio

Current
$

Reformed
$

Profit of the Australian entity 100.00 100.00

Taxable income of the entity 90.00 90.00

Less company tax (at 36%) -32.40 -32.40

Less deferred company tax na -3.60

Distribution to non-resident 67.60 64.00

NRITC —  (17.65% of the dividend) na 11.29

Total distribution 67.60 75.29

Less DWT (15%) -1.50(a) -11.29(b)

Net distribution to non-resident 66.10 64.00

Income tax paid by non-resident (at
40% tax rate)(c)

-25.54 -18.83

Net return to non-resident 40.56 45.17

(a) 15% of the part of the dividend that is unfranked —  $10.
(b) 15% of total distribution.
(c) After credit for Australian DWT.

����� $�VXPPDU\�RI�WKH�LPSDFW�RI�WKH�15,7&�DUUDQJHPHQW�DQG�WKH

GHIHUUHG�FRPSDQ\�WD[�RQ�SRUWIROLR�LQYHVWRUV�LV�JLYHQ�LQ�7DEOH������EHORZ�

Table 30.4:  Portfolio investor �� effect on $100 of distributed income (36 per cent
company rate and deferred company tax)

Australian tax Foreign tax credit

Franked dividend $0.00 ($0.00) n $11.29 ($0.00)

Balanced equities n    $2.10  (n� $3.60) n�� $9.79 ($0.00)

Unfranked dividend n  $21.00 (n $36.00) p   $3.71 ($0.00)
Notes: Figures in brackets are for non-taxable investors (e.g. US pension funds).

����� $V�ZLOO�EH�VHHQ�IURP�7DEOH������LQ�WKH�FDVH�RI�IUDQNHG�GLYLGHQGV

WKHUH�ZRXOG�EH�QR�LQFUHDVH�LQ�$XVWUDOLDQ�WD[���$�WD[DEOH�QRQ�UHVLGHQW�VKRXOG�

KRZHYHU��EH�DEOH�WR�FODLP�D�IRUHLJQ�WD[�FUHGLW�LQ�WKHLU�FRXQWU\�RI�UHVLGHQFH�RI

$������DV�D�UHVXOW�RI�WKH�15,7&�

����� ,Q�WKH�FDVH�RI�D�EDODQFHG�HTXLWLHV�SRUWIROLR�WKH�GHIHUUHG�FRPSDQ\

WD[�RQ�WKH�$���XQIUDQNHG�SDUW�RI�WKH�GLYLGHQG�ZLOO�EH�$�����ZKHUHDV�FXUUHQWO\
WKH�WD[�FROOHFWHG�LV�$�����E\�ZD\�RI�':7���2YHUDOO��WKHUHIRUH��WKHUH�ZRXOG�EH

DQ�LQFUHDVH�LQ�$XVWUDOLDQ�WD[�RI�$������$�����LQ�UHVSHFW�RI�QRQ�WD[DEOH�LQYHVWRUV
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VXFK�DV�86�SHQVLRQ�IXQGV�ZKLFK�DUH�FXUUHQWO\�JHQHUDOO\�H[HPSW�IURP�':7��

)RU�WD[DEOH�QRQ�UHVLGHQW�LQYHVWRUV�WKLV�LQFUHDVH�VKRXOG�EH�PRUH�WKDQ�RIIVHW�E\

WKH�KLJKHU�IRUHLJQ�WD[�FUHGLWV�IRU�':7�

����� ,Q�WKH�FDVH�RI�XQIUDQNHG�GLYLGHQGV�$XVWUDOLDQ�WD[�ZRXOG�ULVH�IURP

$���':7�WR�$���DV�D�FRQVHTXHQFH�RI�WKH�LQWURGXFWLRQ�RI�WKH�GHIHUUHG
FRPSDQ\�WD[���$IWHU�WKH�15,7&�WKH�IRUHLJQ�WD[�FUHGLW�RI�D�WD[DEOH�QRQ�UHVLGHQW

WD[SD\HU�ZRXOG�EH�UHGXFHG�E\�$�����

����� &RPSDUDEOH�ILJXUHV�IRU�WKH�DOWHUQDWLYH�RSWLRQV�WR�WKH�GHIHUUHG

FRPSDQ\�WD[��5':7�RU�WD[LQJ�XQIUDQNHG�LQWHU�HQWLW\�GLVWULEXWLRQV��DQG

DVVXPLQJ�WKH�HQWLW\�WD[�':7�VZLWFK�ZKHQ�GLYLGHQGV�DUH�SDLG�WR�QRQ�UHVLGHQW

DUH�JLYHQ�LQ�7DEOH������

Table 30.5:  Portfolio investor �� effect on $100 of distributed income (36 per cent
company rate and RDWT)

Australian tax Foreign tax credit

Franked dividend $0.00 ($0.00) n $11.29 ($0.00)

Balanced equities $0.00 ($0.00) n $10.17 ($0.00)

Unfranked dividend $0.00 ($0.00) $0.00 ($0.00)
Notes: Figures in brackets are for non-taxable investors (e.g. US pension funds).

����� )RUHLJQ�SRUWIROLR�LQYHVWRUV�ZRXOG�EH�PDMRU�EHQHILFLDULHV�LI�WKH

FRPSDQ\�WD[�UDWH�ZHUH�WR�EH�ORZHUHG�WRZDUGV����SHU�FHQW���7DEOH�����

LOOXVWUDWHV�WKH�LPSDFW�RQ�SRUWIROLR�LQYHVWRUV�RI�D����SHU�FHQW�UDWH�WRJHWKHU�ZLWK

WKH�GHIHUUHG�FRPSDQ\�WD[�DQG�15,7&�

Table 30.6:  Portfolio investor �� effect on $100 of distributed income (30 per cent
tax rate and deferred company tax)

Australian tax Foreign tax credit

Franked dividend p $6.00  (p $6.00) n $12.35 ($0)

Balanced equities p  $3.90  (p $2.40) n $10.85 ($0)

Unfranked dividend n $15.00 (n$30.00) p  $2.65 ($0)
Notes: Figures in brackets are for non-taxable investors (e.g. US pension funds).

����� $V�VKRZQ�LQ�WKH�WDEOH�WD[DEOH�LQYHVWRUV�ZLWK�D�EDODQFHG�SRUWIROLR

ZLOO�SD\�OHVV�$XVWUDOLDQ�WD[�RQ�GLVWULEXWLRQV�DQG�EHQHILW�IURP�LQFUHDVHG�IRUHLJQ

WD[�FUHGLWV���:LWK�WKH�ORZHU�WD[�UDWH��QRQ�WD[DEOH�LQYHVWRUV�DOVR�SD\�OHVV

$XVWUDOLDQ�WD[�RQ�D�EDODQFHG�SRUWIROLR�

����� )RU�QRQ�SRUWIROLR�VKDUHKROGHUV��WKH�EHQHILW�RI�WKH�15,7&�ZRXOG

QRW�EH�DV�ODUJH�EHFDXVH�LQ�PDQ\�FDVHV�WKH\�FXUUHQWO\�UHFHLYH�IRUHLJQ�WD[�FUHGLWV

IRU�XQGHUO\LQJ�FRPSDQ\�WD[���(YHQ�ZKHUH�WKHUH�ZRXOG�EH�EHQHILWV�IRU
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QRQ�SRUWIROLR�VKDUHKROGHUV�RI�DSSO\LQJ�WKH�15,7&��WKHUH�PD\�EH�WUHDW\

UHDVRQV�WR�UHVWULFW�LW�WR�SRUWIROLR�GLYLGHQGV�

����� :KLOH�PRVW�':7�UDWHV�IRU�SRUWIROLR�GLYLGHQGV�KDYH�UHPDLQHG�DW

���SHU�FHQW��WKHUH�LV�DQ�LQFUHDVLQJ�WUHQG�WR�ORZHU�':7�UDWHV�IRU�QRQ�SRUWIROLR

GLYLGHQGV���1HJRWLDWLRQ�RI�ORZHU�UDWHV�RI�':7�LQ�ELODWHUDO�WD[�WUHDWLHV�IRU

QRQ�SRUWIROLR�GLYLGHQGV�ZRXOG�EHQHILW�$XVWUDOLDQ�FRPSDQLHV�ZLWK�VLJQLILFDQW

IRUHLJQ�RSHUDWLRQV�

����� $SSO\LQJ�WKH�15,7&�WR�QRQ�SRUWIROLR�GLYLGHQGV�PD\�UHTXLUH

UHQHJRWLDWLRQ�ZKHUH�$XVWUDOLD�KDV�DOUHDG\�DJUHHG�WR�ORZHU�UDWHV�RI�':7�

)XUWKHU��WKH�15,7&�FRXOG�PDNH�LW�PRUH�GLIILFXOW�WR�QHJRWLDWH�ORZHU�':7

UDWHV�IRU�QRQ�SRUWIROLR�GLYLGHQGV�ZLWK�DGGLWLRQDO�FRXQWULHV�

How should non-residents investing in Australian CIVs be
taxed?

����� 7KH�SURSRVDO�WR�WD[�WUXVWV�DV�FRPSDQLHV�KDV�LPSOLFDWLRQV�IRU

QRQ�UHVLGHQWV�WKDW�LQYHVW�LQ�$XVWUDOLDQ�&,9V�VWUXFWXUHG�DV�WUXVWV���,Q�SDUWLFXODU�

ZKHUH�QRQ�UHVLGHQWV�XVH�WUXVWV�WR�LQYHVW�LQ�$XVWUDOLDQ�LQWHUHVW�EHDULQJ�DVVHWV�

WD[LQJ�WUXVWV�DV�FRPSDQLHV�ZRXOG�UHVXOW�LQ�WKLV�LQFRPH�EHLQJ�WD[HG�DW�WKH

FRPSDQ\�WD[�UDWH�UDWKHU�WKDQ�RQO\�EHLQJ�VXEMHFW�WR�LQWHUHVW�ZLWKKROGLQJ�WD[

�,:7����7KLV�ZRXOG�PHDQ�WKDW��LQ�WKH�DEVHQFH�RI�WKH�WD[�WUHDWPHQW�IRU�&,9V

RXWOLQHG�LQ�&KDSWHU�����LQWHUHVW�LQFRPH�RI�QRQ�UHVLGHQWV�DFTXLUHG�WKURXJK

GRPHVWLF�HQWLWLHV�ZRXOG�EH�WD[HG�DW�KLJKHU�UDWHV�WKDQ�WKHLU�LQWHUHVW�LQYHVWPHQWV

PDGH�GLUHFWO\�RU�WKURXJK�RIIVKRUH�ERGLHV�

����� :KHUH�QRQ�UHVLGHQWV�XVH�&,9V�WR�LQYHVW�LQ�SRUWIROLR�HTXLW\�KROGLQJV�

WD[LQJ�WKHVH�YHKLFOHV�DV�HQWLWLHV�ZRXOG�DOVR�VXEMHFW�QRQ�UHVLGHQWV�WR�FDSLWDO

JDLQV�WD[�RQ�WKH�VDOH�RI�WKH�HTXLWLHV�E\�WKH�HQWLW\��WD[�WKDW�ZRXOG�QRW�DSSO\�LI

WKH\�LQYHVWHG�GLUHFWO\�RU�YLD�D�IRUHLJQ�LQVWLWXWLRQ�

����� 7KLV�RXWFRPH�ZRXOG�OLNHO\�VHH�WKH�PDQDJHPHQW�RI�WKHVH�DVVHWV�VKLIW

WR�RIIVKRUH�HQWLWLHV�

Option 1:  A flow-through tax treatment for special
CIVs holding investments solely for non-residents

����� ,I�$XVWUDOLDQ�&,9V�ZHUH�WR�EH�WD[HG�XQGHU�WKH�HQWLW\�UHJLPH��WKH

DWWUDFWLYHQHVV�RI�$XVWUDOLDQ�HTXLW\�DQG�GHEW�LVVXHV�FRXOG�EH�PDLQWDLQHG�E\

FUHDWLQJ�D�W\SH�RI�YHKLFOH�IRU�WD[�SXUSRVHV�WKDW�ZRXOG�KROG�LQYHVWPHQWV�VROHO\

RQ�EHKDOI�RI�QRQ�UHVLGHQWV���7KHVH�&,9V��ZKLFK�DUH�UHIHUUHG�WR�KHUH�DV

1RQ�5HVLGHQW�,QYHVWPHQW�)XQGV��15,)V���ZRXOG�EH�¶IORZ�WKURXJK·�YHKLFOHV

IRU�WD[�SXUSRVHV���7KH\�ZRXOG�QRW�EH�VXEMHFW�WR�$XVWUDOLDQ�WD[��LQFOXGLQJ�RQ
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JDLQV�RQ�WKH�VDOH�RI�SRUWIROLR�LQWHUHVWV�LQ�$XVWUDOLDQ�HTXLWLHV�³�LQFRPH�GHULYHG

E\�WKH�15,)�ZRXOG�EH�DWWULEXWHG�WR�WKH�QRQ�UHVLGHQWV�DQG�ZRXOG�UHWDLQ�LWV

FKDUDFWHU�LQ�WKH�KDQGV�RI�WKRVH�LQYHVWRUV���15,)V�ZRXOG�EH�DOORZHG�WR�LQYHVW�LQ

LQWHUHVWV�LQ�$XVWUDOLDQ�HQWLWLHV�DQG�LQ�LQWHUHVW�EHDULQJ�VHFXULWLHV�EXW�ZRXOG�QRW

EH�DOORZHG�WR�GHULYH�RWKHU�EXVLQHVV�LQFRPH�

����� 8QGHU�WKLV�DSSURDFK�LW�LV�H[SHFWHG�WKDW�PRVW�15,)V�ZRXOG�EH�IL[HG

WUXVWV���':7�DQG�,:7�ZRXOG�EH�OHYLHG�RQ�LQFRPH�SDVVLQJ�WKURXJK�WKH�15,)�

DQG�WKH�UHVLGHQFH�FRXQWU\�RI�WKH�IRUHLJQ�LQYHVWRUV�LV�PRVW�OLNHO\�WR�SURYLGH�D

IRUHLJQ�WD[�FUHGLW�IRU�WKH�ZLWKKROGLQJ�WD[HV�LI�WKDW�FRXQWU\�UHFRJQLVHV�WKH�HQWLW\

DV�D�¶IORZ�WKURXJK·�HQWLW\�VXFK�DV�D�WUXVW�

����� +RZHYHU��DOORZLQJ�GLIIHUHQW�W\SHV�RI�HQWLWLHV�WR�EH�15,)V�ZRXOG

HQDEOH�FRPPHUFLDO�FRQVLGHUDWLRQV�WR�GHWHUPLQH�WKH�W\SH�RI�HQWLW\�XVHG�

����� 'LVSRVDO�RI�DVVHWV�KHOG�E\�WKH�15,)�ZRXOG�EH�WD[HG�LQ�WKH�VDPH

PDQQHU�DV�LI�GLVSRVHG�RI�GLUHFWO\�E\�D�QRQ�UHVLGHQW���7KH�WD[�ZRXOG�EH�OHYLHG

RQ�WKH�QRQ�UHVLGHQW�EXW�FROOHFWHG�E\�WKH�15,)���$VVHWV�WKDW�DUH�QRW�WD[DEOH

$XVWUDOLDQ�DVVHWV�LI�KHOG�GLUHFWO\�E\�QRQ�UHVLGHQWV�ZRXOG�QRW�EH�VXEMHFW�WR

FDSLWDO�JDLQV�WD[�LI�KHOG�WKURXJK�D�15,)�

����� 'LYLGHQGV�SDLG�WR�15,)V�ZRXOG�EH�WUHDWHG�LQ�WKH�VDPH�PDQQHU�DV

GLYLGHQGV�SDLG�GLUHFWO\�WR�QRQ�UHVLGHQWV�³�WKH�GLYLGHQG�ZRXOG�EHQHILW�IURP

WKH�15,7&�DQG�':7�ZRXOG�EH�FROOHFWHG�E\�WKH�UHVLGHQW�HQWLW\�SD\LQJ�WKH

GLYLGHQG���,:7�ZRXOG�EH�FROOHFWHG�E\�WKH�15,)�ZKHUH�WKH�VHFXULW\�DQG�WKH

LQYHVWRU�DUH�VXEMHFW�WR�WKH�WD[�

����� 15,)V�FRXOG�DOVR�EH�XVHG�DV�D�YHKLFOH�IRU�PDQDJLQJ�LQYHVWPHQW�E\

QRQ�UHVLGHQWV�LQ�IRUHLJQ�VRXUFH�SRUWIROLR�LQYHVWPHQWV�DQG�FRXOG�LQFOXGH�WKH

RIIVKRUH�LQYHVWPHQW�WUXVWV�VXEMHFW�WR�WKH�2IIVKRUH�%DQNLQJ�8QLW�UHJLPH���7KLV

LV�IXUWKHU�GLVFXVVHG�LQ�&KDSWHU����

Option 2:  A flow-through tax treatment for all CIVs

����� $QRWKHU�RSWLRQ�WR�DGGUHVV�WKLV�LVVXH�ZRXOG�EH�WR�WUHDW�FHUWDLQ�ZLGHO\

KHOG�UHVLGHQW�&,9V�DV�IORZ�WKURXJK�YHKLFOHV�DV�GLVFXVVHG�LQ�&KDSWHU������7KLV

ZRXOG�DOORZ�WD[DEOH�LQFRPH�SDVVLQJ�WKURXJK�WKRVH�$XVWUDOLDQ�&,9V��LQ�HIIHFW�

WR�EH�WD[HG�LQ�WKH�KDQGV�RI�WKH�LQYHVWRUV�LQFOXGLQJ�QRQ�UHVLGHQWV�

����� 7KH�LVVXHV�RXWOLQHG�LQ�2SWLRQ���UHJDUGLQJ�QRQ�UHVLGHQWV�LQYHVWLQJ�LQ

$XVWUDOLDQ�&,9V�³�VXFK�DV�WKH�WUHDWPHQW�RI�WKH�GLVSRVDO�RI�DVVHWV�KHOG�IRU�WKH

EHQHILW�RI�QRQ�UHVLGHQWV�DQG�WKH�FROOHFWLRQ�RI�ZLWKKROGLQJ�WD[HV�³�ZRXOG�DOVR

QHHG�WR�EH�DGGUHVVHG�XQGHU�WKLV�RSWLRQ�
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How should profits remitted by branches of foreign
companies be taxed?

����� &XUUHQWO\��$XVWUDOLDQ�EUDQFKHV�RI�IRUHLJQ�FRPSDQLHV�SD\�QR

ZLWKKROGLQJ�RU�RWKHU�WD[�RQ�UHPLWWDQFHV�WR�WKHLU�KHDG�RIILFH���&XUUHQWO\�

WD[�SUHIHUUHG�LQFRPH�GHULYHG�E\�$XVWUDOLDQ�EUDQFKHV�FDQ�RQO\�EH�WD[HG�ZKHQ�LW

LV�SDLG�DV�D�GLYLGHQG�E\�WKH�QRQ�UHVLGHQW�FRPSDQ\���+RZHYHU��EHFDXVH�WKH

FRPSDQ\�SD\LQJ�WKH�GLYLGHQG�LV�QRW�D�UHVLGHQW�RI�$XVWUDOLD��WKHUH�DUH

FRQVLGHUDEOH�GLIILFXOWLHV�LQ�GHWHUPLQLQJ�ZKHQ�WKH�FRPSDQ\�LV�OLDEOH�IRU�WKLV�WD[

DQG�LQ�FROOHFWLQJ�WKH�WD[�

����� ,Q�FRQWUDVW��VXEVLGLDULHV�RI�IRUHLJQ�FRPSDQLHV�SD\�':7��XVXDOO\

���SHU�FHQW��RQ�XQIUDQNHG�GLYLGHQGV�SDLG�WR�QRQ�UHVLGHQWV���7KH�LQYHVWPHQW

QHXWUDOLW\�SULQFLSOH�VHW�RXW�LQ�$�6WURQJ�)RXQGDWLRQ�VXJJHVWV�WKDW�WKH�SURSRVHG

QHZ�HQWLW\�WD[�UHJLPH�VKRXOG�DSSO\�WR�$XVWUDOLDQ�EUDQFKHV�RI�IRUHLJQ

FRPSDQLHV�LQ�D�VLPLODU�PDQQHU�WR�VXEVLGLDULHV�

Under the deferred company tax approach

����� 8QGHU�WKH�GHIHUUHG�FRPSDQ\�WD[�RSWLRQ��GLYLGHQG�GLVWULEXWLRQV�IURP

VXEVLGLDULHV�ZKHUH�WKH�XQGHUO\LQJ�LQFRPH�KDV�QRW�EHHQ�WD[HG�ZRXOG�EH�VXEMHFW

WR�GHIHUUHG�FRPSDQ\�WD[���7KDW�PLJKW�LQFUHDVH�WKH�LQFHQWLYH�RI�VRPH

QRQ�UHVLGHQW�FRPSDQLHV�WR�RSHUDWH�LQ�$XVWUDOLD�WKURXJK�EUDQFKHV�UDWKHU�WKDQ

VXEVLGLDULHV���7R�DYRLG�WKDW�ELDV�WKHUH�LV�D�FDVH�IRU�VHHNLQJ�WR�DOLJQ�WKH

WUHDWPHQW�RI�WD[�SUHIHUUHG�$XVWUDOLDQ�VRXUFHG�LQFRPH�RI�EUDQFKHV�DQG

VXEVLGLDULHV�

����� 6RPH�FRXQWULHV�KDYH�DGGUHVVHG�WKH�DGYDQWDJH�SURYLGHG�WR�EUDQFKHV

RYHU�VXEVLGLDULHV�E\�OHY\LQJ�D�VXUWD[�RQ�WKH�WD[DEOH�LQFRPH�RI�WKH�EUDQFK�

+RZHYHU��WKLV�KDV�QR�LPSDFW�RQ�D�EUDQFK�GHULYLQJ�RQO\�WD[�SUHIHUUHG�LQFRPH

DQG�FDQ�LPSDFW�KDUVKO\�RQ�EUDQFKHV�WKDW�DUH�IXOO\�WD[HG�DW�WKH�FRPSDQ\�UDWH�

����� &RQVLVWHQF\�EHWZHHQ�EUDQFKHV�DQG�VXEVLGLDULHV�FRXOG�EH�DFKLHYHG

E\�OHY\LQJ�GHIHUUHG�FRPSDQ\�WD[�RQ�XQWD[HG�UHPLWWDQFHV�E\�D�EUDQFK�WR�LWV

KHDG�RIILFH���7KH�UHPLWWDQFHV�E\�D�EUDQFK�FRXOG�EH�GHULYHG�IURP�WKH

DFFRXQWLQJ�UHODWLRQVKLS�WKDW�WKH�FKDQJH�LQ�WKH�QHW�DVVHWV�RI�WKH�EUDQFK�LV�HTXDO

WR�WKH�H[FHVV�RI�EUDQFK�SURILWV�RYHU�UHPLWWDQFHV�SOXV�DQ\�QHW�FDSLWDO�LQMHFWLRQ

E\�WKH�SDUHQW���%HFDXVH�RQO\�$XVWUDOLDQ�VRXUFH�SURILWV�RI�WKH�EUDQFK�DUH�WD[DEOH

LQ�$XVWUDOLD��WKH�DFFRXQWLQJ�LGHQWLW\�KDV�WR�EH�DGMXVWHG�WR�H[FOXGH�IRUHLJQ

VRXUFH�SURILWV�DQG�DVVHWV�DQG�OLDELOLWLHV�FRQQHFWHG�ZLWK�WKH�HDUQLQJ�RI�WKRVH

SURILWV�

����� 'HIHUUHG�FRPSDQ\�WD[��LI�LQWURGXFHG�IRU�DOO�HQWLWLHV��ZRXOG�WKHQ�EH

SD\DEOH�ZKHUH�WKH�HVWLPDWHG�UHPLWWDQFHV��RU�GLYLGHQG�HTXLYDOHQW�DPRXQWV�

H[FHHG�WKH�WD[�SDLG��RU�IUDQNHG��DPRXQW�DYDLODEOH�IRU�GLVWULEXWLRQ�
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����� 7KLV�ZRXOG�EH�D�QHZ�DSSURDFK�WR�WKH�WD[DWLRQ�RI�EUDQFKHV�DQG�WKHUH

KDYH�EHHQ�TXHVWLRQV�UDLVHG�DV�WR�ZKHWKHU�VXFK�D�EDVLV�RI�WD[DWLRQ�ZRXOG

FRQIOLFW�ZLWK�FHUWDLQ�SURYLVLRQV�RI�$XVWUDOLD·V�'7$V���7ZR�W\SHV�RI�SURYLVLRQ

DUH�LQ�TXHVWLRQ���7KH�PRVW�FRPPRQ�SHUPLWV�$XVWUDOLD�WR�OHY\�WD[�RQ�WKH

DIWHU�WD[�LQFRPH�RI�D�EUDQFK��DQG�ZDV�UHTXLUHG�IRU�WKH�SUHYLRXV�WD[�RI�WKLV�NLQG

LQ�$XVWUDOLD�SULRU�WR�������EXW�OLPLWV�WKH�DPRXQW�RI�WD[�WKDW�PD\�EH�OHYLHG���,Q�D

IHZ�WUHDWLHV�WKHUH�LV�DOVR�D�SURYLVLRQ�WKDW�SUHYHQWV�WKH�OHY\�RI�DGGLWLRQDO�WD[�RQ

WKH�XQGLVWULEXWHG�SURILWV�RI�D�QRQ�UHVLGHQW�HQWHUSULVH�

����� 7KHUH�PD\�EH�VLJQLILFDQW�FRPSOH[LW\�LQYROYHG�LQ�PHDVXULQJ�WKH

GLYLGHQG�HTXLYDOHQW�DPRXQWV���7KH�8QLWHG�6WDWHV�KDV�LVVXHG�GHWDLOHG�UHJXODWLRQV

WR�LPSOHPHQW�WKHLU�WD[�RQ�EUDQFK�UHPLWWDQFHV�DQG�$XVWUDOLD·V�UXOHV�FRXOG

UHTXLUH�VLPLODU�GHWDLO���$SDUW�IURP�WKH�UHTXLUHPHQW�IRU�D�IUDQNLQJ�DFFRXQW�IRU

EUDQFKHV�WR�UHFRUG�WKH�WD[�SDLG��PRVW�RI�WKH�FRPSOH[LW\�ZRXOG�EH�LQYROYHG�LQ

HQVXULQJ�WKDW�WKH�DFFRXQWLQJ�UHFRUGV�VXIILFLHQWO\�UHIOHFW�WKH�SURILWV�RI�WKH

EUDQFK�

Under the alternative approaches

����� 8QGHU�WKH�DOWHUQDWLYH�RSWLRQV�WR�WKH�GHIHUUHG�FRPSDQ\�WD[��WKH

5':7�RSWLRQ�DQG�WKH�RSWLRQ�IRU�WD[LQJ�XQIUDQNHG�LQWHU�HQWLW\�GLVWULEXWLRQV�

XQIUDQNHG�GLYLGHQGV�SDLG�E\�$XVWUDOLDQ�UHVLGHQW�VXEVLGLDULHV�RI�QRQ�UHVLGHQW

FRPSDQLHV�ZRXOG�EH�VXEMHFW�WR�':7��DW�WKH�JHQHUDO�WUHDW\�UDWH�RI����SHU�FHQW�

DV�DW�SUHVHQW���8QGHU�WKHVH�RSWLRQV��FRQVLVWHQF\�EHWZHHQ�EUDQFKHV�DQG

VXEVLGLDULHV�FRXOG�EH�DFKLHYHG�EH�OHY\LQJ�':7�RQ�EUDQFK�UHPLWWDQFHV�

����� +RZHYHU��DW�WKLV�UDWH�WKH�LQFHQWLYH�WR�LQYHVW�XVLQJ�D�EUDQFK�UDWKHU

WKDQ�D�VXEVLGLDU\�LV�QRW�DV�JUHDW�DV�XQGHU�WKH�GHIHUUHG�FRPSDQ\�WD[�RSWLRQ�DQG

VR�WKH�FDVH�IRU�HTXLYDOHQW�WUHDWPHQW�RI�EUDQFKHV�DQG�VXEVLGLDULHV�LV�QRW�DV

VWURQJ���7KLV�VPDOOHU�EHQHILW�ZRXOG�KDYH�WR�EH�EDODQFHG�DJDLQVW�WKH�VLJQLILFDQW

FRPSOH[LW\�RI�PHDVXULQJ�WKH�GLYLGHQG�HTXLYDOHQW�DPRXQWV���,I�UDWHV�RI�':7

ZHUH�WR�EH�IXUWKHU�ORZHUHG�LQ�IXWXUH�IRU�GLUHFW�LQYHVWPHQW��WKH�FDVH�ZRXOG�EH

HYHQ�ZHDNHU�

What rates of tax should apply to non-residents?

Current arrangements

����� 7KH�XQIUDQNHG�SDUW�RI�GLYLGHQGV��LQWHUHVW�DQG�UR\DOWLHV�GHULYHG�E\

QRQ�UHVLGHQWV�DUH�FXUUHQWO\�WD[HG�RQ�D�ZLWKKROGLQJ�EDVLV�DW�UDWHV�RI����SHU�FHQW�

���SHU�FHQW�DQG����SHU�FHQW�UHVSHFWLYHO\���&RPPRQO\�VXFK�UDWHV�DUH�UHGXFHG�WR

���SHU�FHQW�����SHU�FHQW�DQG����SHU�FHQW�LQ�$XVWUDOLD·V�'7$V�

����� $XVWUDOLD�LPSRVHV�WD[�RQ�RWKHU�W\SHV�RI�LQFRPH�GHULYHG�E\

QRQ�UHVLGHQWV�LQFOXGLQJ�EXVLQHVV�LQFRPH�GHULYHG�WKURXJK�D�SHUPDQHQW
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HVWDEOLVKPHQW��LQFRPH�IURP�UHDO�SURSHUW\��FDSLWDO�JDLQV��DQG�SHUVRQDO�VHUYLFHV

LQFRPH���)RU�WD[SD\HUV�RWKHU�WKDQ�FRPSDQLHV��WKLV�LQFRPH�LV�JHQHUDOO\�WD[HG

XVLQJ�WKH�SURJUHVVLYH�WD[�VFDOH�VKRZQ�LQ�7DEOH������ZKLFK�H[FOXGHV�WKH�]HUR

EUDFNHW�DQG�ORZHU�UDWHV�DYDLODEOH�WR�UHVLGHQWV���7KLV�UDWH�VFDOH�ZLOO�EH�FKDQJHG�

XQGHU�OHJLVODWLRQ�FXUUHQWO\�EHIRUH�3DUOLDPHQW��DV�IURP���-XO\������

Table 30.7:  Rates of tax for non-resident taxpayers other than
companies

Parts of taxable income Tax rate
%

not exceeding $20,700 29

between $20,700 and $38,000 34

between $38,000 and $50,000 43

exceeding $50,000 47

����� 7KHUH�DUH�VHYHUDO�LVVXHV�UHODWLQJ�WR�WKH�XVH�RI�WKLV�VFDOH���6LQFH�WKH

LQWURGXFWLRQ�RI�WKH�LPSXWDWLRQ�V\VWHP��ZKHQ�':7�RQ�IUDQNHG�GLYLGHQGV�ZDV

UHPRYHG��EXVLQHVV�LQFRPH�GHULYHG�WKURXJK�HQWLWLHV�DQG�GLVWULEXWHG�WR

QRQ�UHVLGHQWV�KDV�EHHQ�WD[HG�DW�D�PD[LPXP�RI�WKH�HQWLW\�UDWH���$Q�DUJXPHQW

FRXOG�EH�PDGH�WKDW�LW�ZRXOG�EH�FRQVLVWHQW�WR�WD[�DOO�EXVLQHVV�LQFRPH�GHULYHG

WKURXJK�SHUPDQHQW�HVWDEOLVKPHQWV�DQG�FDSLWDO�JDLQV�LQ�WKH�VDPH�ZD\��WKDW�LV�DW

WKH�HQWLW\�UDWH��ZKHWKHU�GHULYHG�E\�DQ�HQWLW\�RU�DQ�LQGLYLGXDO�

����� $QRWKHU�LVVXH�LV�WKDW�D�SURJUHVVLYH�VFDOH�PD\�QRW�EH�DSSURSULDWH�IRU

QRQ�UHVLGHQWV�JLYHQ�WKDW�LW�LV�QRW�DSSOLHG�WR�DOO�WKH�LQFRPH�RI�WKH�WD[SD\HU

�PRVW�RI�WKHLU�LQFRPH�PD\�EH�GHULYHG�RIIVKRUH����7KHVH�LQYHVWRUV�DUH�DOVR�OLNHO\

WR�EH�VXEMHFW�WR�IXUWKHU�WD[DWLRQ�LQ�WKHLU�RZQ�FRXQWU\�RI�UHVLGHQFH��SHUKDSV

ZLWK�FUHGLW�IRU�$XVWUDOLDQ�LQFRPH�WD[���,W�LV�DOVR�SRVVLEOH�WKDW�$XVWUDOLD·V�WRS

PDUJLQDO�UDWH�IRU�LQGLYLGXDOV�LV�WRR�KLJK�WR�EH�IXOO\�FUHGLWDEOH�LQ�WKH

QRQ�UHVLGHQW�LQYHVWRU·V�KRPH�FRXQWU\�

����� )XUWKHU��D�SURJUHVVLYH�WD[�VFDOH�PD\�EH�DSSURSULDWH�ZKHQ�DSSOLHG�WR

WKH�DQQXDO�LQFRPH�RI�D�WD[SD\HU�EXW�LW�LV�OHVV�UHOHYDQW�ZKHQ�WD[LQJ�LQWHUPLWWHQW

LQFRPH�RU�LQGLYLGXDO�WUDQVDFWLRQV���,Q�SDUWLFXODU��FROOHFWLRQ�PHFKDQLVPV�FDQ�EH

KDUGHU�WR�RSHUDWH�ZKHUH�LQFRPH�LV�LQWHUPLWWHQW�DQG�D�SURJUHVVLYH�WD[�UDWH

DSSOLHV���7KLV�LV�FXUUHQWO\�WKH�FDVH��IRU�H[DPSOH��IRU�QRQ�UHVLGHQW�LQGLYLGXDOV

ZKR�KROG�LQWHUHVWV�LQ�$XVWUDOLDQ�UHVLGHQW�ZLGHO\�KHOG�SURSHUW\�WUXVWV�

:LWKKROGLQJ�WD[�XQGHU�WKH�LQGLYLGXDO�QRQ�UHVLGHQW�UDWH�VFDOH�LV�DSSOLFDEOH�LQ

VXFK�D�FDVH��ZKLFK�LV�FUHGLWDEOH�DJDLQVW�WD[�E\�DVVHVVPHQW�LI�WKH�QRQ�UHVLGHQW

ILOHV�D�WD[�UHWXUQ����7KH�LQGXVWU\�DQG�WKH�$72�KDYH�KDG�FRQVLGHUDEOH

GLIILFXOWLHV�LQ�JLYLQJ�HIIHFW�WR�WKLV�UXOH�
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Option:  Apply a flat rate

����� 7KHVH�FRQVLGHUDWLRQV�VXSSRUW�WKH�LQWURGXFWLRQ�RI�D�IODW�UDWH�IRU

WD[LQJ�QRQ�UHVLGHQWV�RQ�WKHLU�LQFRPH�RWKHU�WKDQ�LQWHUHVW��GLYLGHQGV�DQG

UR\DOWLHV���,W�ZDV�QRWHG�LQ�WKH�RYHUYLHZ�RI�LQWHUQDWLRQDO�WD[DWLRQ�WKDW�WKHUH�LV�D

JHQHUDO�DFFHSWDQFH�LQWHUQDWLRQDOO\�WKDW�SURJUHVVLYH�UDWHV�DUH�PDLQO\�D�PDWWHU�IRU

WKH�FRXQWU\�RI�UHVLGHQFH���$�SRVVLEOH�H[FHSWLRQ�ZRXOG�EH�GHSHQGHQW�SHUVRQDO

VHUYLFHV�LQFRPH��IRU�H[DPSOH��LQFRPH�HDUQHG�DV�DQ�HPSOR\HH��ZKHUH

SURJUHVVLYH�UDWHV�PD\�SURYLGH�JUHDWHU�HTXLW\�ZKHQ�FRPSDUHG�ZLWK�WKH

WUHDWPHQW�RI�UHVLGHQWV�

����� $V�DOUHDG\�LQGLFDWHG��WKH�HQWLW\�UDWH�SURYLGHV�D�VXLWDEOH�UDWH�LQ�VRPH

FDVHV���,W�PD\�EH�DSSURSULDWH�WR�XVH�WKH�HQWLW\�UDWH�JHQHUDOO\�DV�WKH�QRQ�UHVLGHQW

WD[�UDWH�XQOHVV�WKHUH�DUH�JRRG�UHDVRQV�IRU�FKRRVLQJ�DQRWKHU�UDWH���$�ORZHU�UDWH

IRU�ZLWKKROGLQJ�RQ�D�JURVV�EDVLV�PD\�DOVR�EH�MXVWLILHG�IRU�JDLQV�RQ�UHDOLVDWLRQ�RI

DVVHWV�EHFDXVH�JHQHUDOO\�D�WD[SD\HU�ZLOO�KDYH�D�VXEVWDQWLDO�FRVW�EDVH��VHH�EHORZ��

How should tax on income of non-residents be collected?

Current arrangements

����� ,Q�WKH�DEVHQFH�RI�HIIHFWLYH�FROOHFWLRQ�PHFKDQLVPV��LW�LV�GLIILFXOW�WR

HQVXUH�WKDW�D�QRQ�UHVLGHQW·V�$XVWUDOLDQ�WD[�OLDELOLW\�LV�PHW�RU�WR�GHWHFW�WD[

PLQLPLVDWLRQ�DQG�WD[�DYRLGDQFH�VWUDWHJLHV�EHLQJ�XVHG�E\�QRQ�UHVLGHQWV�

����� 8QGHU�FXUUHQW�ODZ��LQFRPH�RI�QRQ�UHVLGHQWV�RWKHU�WKDQ�WKH

XQIUDQNHG�SDUW�RI�GLYLGHQGV��LQWHUHVW�DQG�UR\DOWLHV�LV�JHQHUDOO\�WD[HG�RQ�D�QHW

EDVLV�IROORZLQJ�WKH�ORGJLQJ�RI�D�WD[�UHWXUQ���7KLV�DSSURDFK�LV�VDWLVIDFWRU\�ZKHUH

WKH�QRQ�UHVLGHQW�KDV�D�SHUPDQHQW�SUHVHQFH�LQ�$XVWUDOLD��WKDW�LV��DQ�RQJRLQJ

HFRQRPLF�SUHVHQFH��

����� +RZHYHU��LI�WKH�QRQ�UHVLGHQW�GRHV�QRW�KDYH�D�SHUPDQHQW�SUHVHQFH�LQ

$XVWUDOLD��WKH�PRVW�HIIHFWLYH�ZD\�WR�FROOHFW�WD[�LV�WKURXJK�WKH�XVH�RI

ZLWKKROGLQJ�WD[�V\VWHPV���&XUUHQWO\��DSDUW�IURP�WKH�ZLWKKROGLQJ�WD[�RQ�WKH

XQIUDQNHG�SDUW�RI�GLYLGHQGV��LQWHUHVW�DQG�UR\DOWLHV��WKH�WD[�DGPLQLVWUDWLRQ�LV

UHTXLUHG�WR�LGHQWLI\�DQG�VHUYH�D�QRWLFH�RQ�D�SHUVRQ�ZKR�KDV�WKH�UHFHLSW�RU

FRQWURO�RI�PRQH\�EHORQJLQJ�WR�D�QRQ�UHVLGHQW�LQ�RUGHU�WR�VHFXUH�WKH�WD[�GHEW�

:LWK�WKH�VSHHG�ZLWK�ZKLFK�PRQH\�FDQ�EH�WUDQVIHUUHG�EHWZHHQ�SDUWLHV�WRGD\�WKH

RQXV�WR�LGHQWLI\�D�SHUVRQ�RQ�ZKRP�WR�VHUYH�D�QRWLFH�ZKLOH�WKDW�SHUVRQ�VWLOO�KDV

FRQWURO�RI�WKH�PRQH\�LV�LQFUHDVLQJO\�EHFRPLQJ�DQ�DGPLQLVWUDWLYH�LPSRVVLELOLW\�
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Option:  Impose a broader non-resident
withholding tax

����� $Q�RSWLRQ�WR�DGGUHVV�WKHVH�SUREOHPV�ZRXOG�EH�WR�LPSRVH�D

ZLWKKROGLQJ�WD[�RQ�WKH�LQFRPH�RI�QRQ�UHVLGHQWV�WKDW�LV�QRW�HIIHFWLYHO\

FRQQHFWHG�WR�D�SHUPDQHQW�HVWDEOLVKPHQW�RU�IL[HG�EDVH�RI�WKH�QRQ�UHVLGHQW�LQ

$XVWUDOLD���)DLOXUH�WR�ZLWKKROG�FRXOG�FDUU\�ZLWK�LW�D�SHUVRQDO�OLDELOLW\�IRU�WKH

DPRXQW�WKDW�VKRXOG�KDYH�EHHQ�ZLWKKHOG�LI�WKH�WD[�OLDELOLW\�RI�WKH�QRQ�UHVLGHQW�LV

QRW�PHW���,Q�FLUFXPVWDQFHV�ZKHUH�D�EXVLQHVV�LV�EHLQJ�FDUULHG�RQ�E\�D

QRQ�UHVLGHQW�WKURXJK�D�SHUPDQHQW�HVWDEOLVKPHQW�RU�IL[HG�EDVH�WKH

QRQ�UHVLGHQW�ZRXOG�FRQWLQXH�WR�EH�VXEMHFW�WR�WD[�E\�FXUUHQW�DVVHVVPHQW

SURFHVVHV�

����� :LWKKROGLQJ�ZRXOG�WKXV�DSSO\�WR�UHQWV��JDLQV�RQ�UHDOLVDWLRQ�RI�DVVHWV

DQG�LQFRPH�IURP�WKH�SURYLVLRQ�RI�VHUYLFHV�IURP�VRXUFHV�LQ�$XVWUDOLD��LQFOXGLQJ

FRQWUDFWRU�LQFRPH�SURYLGHG�E\�DQ�LQGLYLGXDO�RU�E\�DQ�HQWLW\��LQFRPH�IURP�WKH

H[HUFLVH�RI�D�SURIHVVLRQ��DQG�SD\PHQWV�WR�YLVLWLQJ�HQWHUWDLQHUV�DQG

VSRUWVSHUVRQV��

����� :LWKKROGLQJ�PLJKW�EH�FRQVLGHUHG�IRU�VRPH�FDVHV�ZKHUH�WKHUH�LV�D

SHUPDQHQW�HVWDEOLVKPHQW�DQG�FROOHFWLRQ�RI�WD[�LV�GLIILFXOW�EHFDXVH�RI�WKH�VKRUW

WHUP�QDWXUH�RI�WKH�DFWLYLW\���7KLV�ZRXOG�RFFXU��IRU�H[DPSOH��ZKHQ�SURMHFWV�ZLWK

D�YHU\�OLPLWHG�OLIH�UHTXLUH�WKH�XVH�RI�VXEVWDQWLDO�HTXLSPHQW�

����� $�QXPEHU�RI�FRXQWULHV�RSHUDWH�EURDGHU�ZLWKKROGLQJ�RQ

QRQ�UHVLGHQWV�WKDQ�LV�FXUUHQWO\�WKH�FDVH�LQ�$XVWUDOLD���,Q�VWUXFWXULQJ�DQ\�V\VWHP

IRU�$XVWUDOLD��FRQVLGHUDWLRQ�VKRXOG�EH�JLYHQ�WR�VWULNLQJ�DQ�DSSURSULDWH�EDODQFH

EHWZHHQ�SURWHFWLRQ�RI�WKH�UHYHQXH�DQG�FRVWV�RI�FRPSOLDQFH�

����� $XVWUDOLD�FXUUHQWO\�KDV�VSHFLDO�UHJLPHV�DSSO\LQJ�WR�WKH�WD[DWLRQ�RI

QRQ�UHVLGHQWV�GHULYLQJ�LQFRPH�IURP�SDVVHQJHUV�RU�FDUJR�ORDGHG�LQ�$XVWUDOLD�

DQG�IURP�LQVXUDQFH�DQG�UHLQVXUDQFH���,Q�WKH�GHYHORSPHQW�RI�D�EURDGHU

ZLWKKROGLQJ�UHJLPH�IRU�QRQ�UHVLGHQWV��FRQVLGHUDWLRQ�RI�LQFOXGLQJ�VXFK�LQFRPH

LQ�WKH�UHJLPH�ZRXOG�VHHP�WR�EH�VHQVLEOH�

Liability for the withholding tax

����� 7KH�REOLJDWLRQ�WR�ZLWKKROG�WD[�ZRXOG��DV�GR�WKH�FXUUHQW�ZLWKKROGLQJ

WD[�V\VWHPV�DSSO\LQJ�WR�XQIUDQNHG�GLYLGHQGV��LQWHUHVW�DQG�UR\DOWLHV��IDOO�RQ�WKH

SHUVRQ�ZKR�PDNHV�WKH�SD\PHQW�WR�WKH�QRQ�UHVLGHQW���+RZHYHU��ZKHUH

LQWHUPHGLDULHV�DUH�XVHG��WKH�LQWHUPHGLDU\�XOWLPDWHO\�GHDOLQJ�ZLWK�WKH

QRQ�UHVLGHQW�FRXOG�FDUU\�WKH�REOLJDWLRQ�WR�ZLWKKROG���$�IDLOXUH�WR�ZLWKKROG

FRXOG�FDUU\�ZLWK�LW�³�DV�XQGHU�WKH�GLYLGHQG��LQWHUHVW�DQG�UR\DOW\�ZLWKKROGLQJ

WD[�V\VWHPV�³�D�SHFXQLDU\�SHQDOW\�RQ�FRQYLFWLRQ�DQG�D�SHUVRQDO�OLDELOLW\�IRU�WKH

WD[�RI�WKH�QRQ�UHVLGHQW�
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����� :KHUH�D�QRQ�UHVLGHQW�WD[SD\HU�EHOLHYHV�WKDW�WKHUH�LV�QR�OLDELOLW\�IRU

WD[��WKURXJK�WKH�RSHUDWLRQ�RI�D�WUHDW\�RU�GRPHVWLF�ODZ��LW�FRXOG�EH�SRVVLEOH�WR

ZDLYH�WKH�UHTXLUHPHQW�WR�ZLWKKROG�ZKHUH�WKH�QRQ�UHVLGHQW�SURYLGHV�DGHTXDWH

VHFXULW\�IRU�LWV�OLDELOLW\�XQGHU�DQ\�DVVHVVPHQW���$V�D�QRQ�UHVLGHQW�PD\

UHDVRQDEO\�QRW�ZLVK�WR�KDYH�VHFXULW\�RXWVWDQGLQJ�IRU�WKH�QRUPDO�SHULRG�LW�WDNHV

IRU�DQ�DVVHVVPHQW�WR�EH�PDGH��D�VSHFLILF�DVVHVVPHQW�SURFHGXUH�FRXOG�EH

GHYHORSHG�IRU�QRQ�UHVLGHQWV�FORVHU�WR�WKH�WLPH�WKH�LQFRPH�LV�GHULYHG���$�IODW

UDWH�RI�WD[�RQ�QRQ�UHVLGHQWV�ZRXOG�VLJQLILFDQWO\�DVVLVW�LQ�GHYHORSLQJ�VXFK�D

SURFHGXUH�

Should indirect transfers of Australian assets held by
non-residents be subject to Australian tax?

Current arrangements

����� $XVWUDOLDQ�WD[�RQ�QRQ�UHVLGHQWV·�FDSLWDO�JDLQV�FDQ�FXUUHQWO\�EH

FLUFXPYHQWHG�E\�WKH�VLPSOH�SURFHVV�RI�LQWHUSRVLQJ�D�QRQ�UHVLGHQW�FRPSDQ\

EHWZHHQ�WKH�UHOHYDQW�DVVHW�DQG�WKH�XOWLPDWH�RZQHU�RI�WKH�DVVHW���5DWKHU�WKDQ

WKDW�DVVHW�EHLQJ�GLVSRVHG�RI��WKH�QRQ�UHVLGHQW�FRPSDQ\�FDQ�EH�VROG�ZLWK�WKH

UHVXOW�WKDW�QR�$XVWUDOLDQ�WD[�LV�SD\DEOH�RQ�WKH�FDSLWDO�JDLQ���7KLV�DULVHV�EHFDXVH

PHPEHUVKLS�LQWHUHVWV�LQ�IRUHLJQ�HQWLWLHV�DUH�QRW�LQFOXGHG�LQ�WKH�OLVW�RI�DVVHWV

ZLWK�WKH�QHFHVVDU\�FRQQHFWLRQ�ZLWK�$XVWUDOLD�ZKHUHDV�PHPEHUVKLS�LQWHUHVWV�LQ

UHVLGHQW�HQWLWLHV�DUH�LQFOXGHG��RWKHU�WKDQ�SRUWIROLR�LQWHUHVWV�LQ�ZLGHO\�KHOG

WUXVWV�DQG�OLVWHG�FRPSDQLHV����7KH�7UHDVXUHU�DQQRXQFHG�RQ����$SULO������LQ

3UHVV�5HOHDVH���������WKDW�WKH�ODZ�ZDV�WR�EH�DPHQGHG�IROORZLQJ�WKH�)XOO

)HGHUDO�&RXUW�GHFLVLRQ�LQ�D�FDVH�LQYROYLQJ�/DPHVD�+ROGLQJV�%9�¶WR�HQVXUH�WKDW

LW�DSSOLHV�WR�SURILWV�DULVLQJ�IURP�WKH�LQGLUHFW�DOLHQDWLRQ�RI�UHDO�SURSHUW\�E\�D

QRQ�UHVLGHQW·�

Option:  Tax indirect transfers of assets

����� $Q�RSWLRQ�WR�RYHUFRPH�WKLV�IRUP�RI�WD[�SODQQLQJ�ZRXOG�EH�WR�OHY\

WD[�ZKHUH�D�QRQ�UHVLGHQW�FRQWUROV�DQ�DVVHW�ZKLFK�ZRXOG�EH�VXEMHFW�WR

$XVWUDOLDQ�WD[�DQG�ZKLFK�LV�KHOG�LQGLUHFWO\�WKURXJK�DQ�HQWLW\�RU�HQWLWLHV��DQG�E\

GLVSRVDO�RI�WKH�HQWLW\�RU�HQWLWLHV�FHDVHV�WR�H[HUFLVH�FRQWURO�RYHU�WKH�DVVHW�

����� :KHUH�D�WUDQVDFWLRQ�FDPH�ZLWKLQ�WKH�UXOHV��WKH�LQWHQWLRQ�ZRXOG�EH�WR

GHHP�D�UHDOLVDWLRQ�RI�WKH�DVVHW�E\�WKH�LPPHGLDWH�RIIVKRUH�HQWLW\�WKDW�KROGV�WKH

DVVHW���7KH�UHVXOW�ZRXOG�EH�D�QRWLRQDO�JDLQ�EDVHG�RQ�WKH�GLIIHUHQFH�EHWZHHQ�WKH

FRVW�EDVH�DQG�WKH�PDUNHW�YDOXH�RI�WKH�DVVHW�DW�WKH�¶GLVSRVDO·�GDWH�

����� 7KH�TXDQWXP�RI�WKH�QRWLRQDO�JDLQ�WR�EH�WD[HG�ZRXOG�EH�GHWHUPLQHG

E\�UHIHUHQFH�WR�WKH�SURSRUWLRQ�RI�WKH�JDLQ�WKDW�HTXDWHV�WR�WKH�OHYHO�RI�FRQWURO

WKDW�LV�ORVW�DW�WKH�KLJKHU�OHYHO��IRU�H[DPSOH��ZKHUH�WKH�PDUNHW�YDOXH�RI�D�WD[DEOH

$XVWUDOLDQ�DVVHW�LV�$����PLOOLRQ�JUHDWHU�WKDQ�WKH�FRVW�EDVH�DQG�D�IRUHLJQ
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FRQWUROOHU�KDV�UHGXFHG�LWV�LQGLUHFW�LQWHUHVW�LQ�WKH�WD[DEOH�$XVWUDOLDQ�DVVHW�IURP

���SHU�FHQW�WR����SHU�FHQW�WKH�JDLQ�DVVHVVHG�WR�WKH�HQWLW\�WKDW�KROGV�WKH�DVVHW

ZRXOG�EH�$���PLOOLRQ�

Further policy issues

����� $V�WKLV�SURFHGXUH�LV�HVVHQWLDOO\�DQ�DQWL�DYRLGDQFH�UXOH��LW�ZLOO�QHHG�WR

EH�WDUJHWHG�WR�HQVXUH�WKDW�OHJLWLPDWH�WUDQVDFWLRQV�DUH�QRW�DIIHFWHG�DQG

FRPSOLDQFH�FRVWV�DUH�UHDVRQDEOH���2QH�ZD\�WR�DFKLHYH�WKLV�JRDO�ZRXOG�EH�WR

DGRSW�D�VXEVWDQWLDO�SURSRUWLRQ�UXOH��WKDW�LV��D�VXEVWDQWLDO�SURSRUWLRQ�RI�WKH

DVVHWV�RI�WKH�QRQ�UHVLGHQW�HQWLW\�PXVW�FRQVLVW�GLUHFWO\�RU�LQGLUHFWO\�RI�DVVHWV

JLYLQJ�ULVH�WR�$XVWUDOLDQ�VRXUFH�LQFRPH���6SHFLDO�UXOHV�PD\�EH�QHFHVVDU\�IRU

FDVHV�ZKHUH�WKHUH�LV�D�VFKHPH�WR�VHOO�EDFN�RWKHU�DVVHWV�RI�WKH�QRQ�UHVLGHQW

HQWLW\�DIWHU�WKH�UHOHYDQW�UHDOLVDWLRQ�VR�WKDW�WKH�RYHUDOO�HIIHFW�LV�WKH�UHDOLVDWLRQ�RI

RQO\�WKH�UHOHYDQW�NLQGV�RI�DVVHWV�

����� 7KH�WD[�OLDELOLW\�RI�WKH�HQWLW\�KROGLQJ�WKH�DVVHW�DW�WKH�WLPH�RI�LWV

GHHPHG�GLVSRVDO�FRXOG�EH�HQIRUFHG�DJDLQVW�WKH�DVVHW���7KH�OLDELOLW\�RI�WKH�HQWLW\

KROGLQJ�WKH�WD[DEOH�$XVWUDOLDQ�DVVHW�FRXOG�EH�ZDLYHG�EDVHG�RQ�DQ�DVVHVVPHQW�RI

WKH�HQWLW\�LQGLUHFWO\�UHDOLVLQJ�WKH�DVVHW�DQG�RQ�WKH�SURYLVLRQ�RI�VHFXULW\�IRU�WKDW

DVVHVVPHQW�VLPLODU�WR�WKH�SURFHGXUH�GLVFXVVHG�DERYH�


