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Strengthening thin capitalisation
provisions

Recommendation
22.1 Wider application of the thin capitalisation regime

7KDW�WKH�WKLQ�FDSLWDOLVDWLRQ�UHJLPH�EH�VWUHQJWKHQHG�E\�DSSO\LQJ�LW�WR�WKH

WRWDO�GHEW�RI�WKH�$XVWUDOLDQ�RSHUDWLRQV�RI�D�IRUHLJQ�PXOWLQDWLRQDO

LQYHVWRU��LQFOXGLQJ�SHUPDQHQW�HVWDEOLVKPHQWV��WKDW�LV��EUDQFKHV�

RSHUDWLQJ�LQ�$XVWUDOLD�

7KH�IXQGDPHQWDO�GLIIHUHQFHV�LQ�WKH�WD[�WUHDWPHQW�RI�GHEW�DQG�HTXLW\�FDQ

KHDYLO\�LQIOXHQFH�WKH�ILQDQFLQJ�RI�LQYHVWPHQW�LQ�$XVWUDOLD���$V�GLVFXVVHG�RQ

SDJH�����RI�$�3ODWIRUP�IRU�&RQVXOWDWLRQ��IRUHLJQ�PXOWLQDWLRQDO�JURXSV�RIWHQ�KDYH

WKH�IOH[LELOLW\�WR�DOORFDWH�D�GLVSURSRUWLRQDWH�VKDUH�RI�GHEW�WR�WKHLU�$XVWUDOLDQ

RSHUDWLRQV�ZLWK�GHWULPHQWDO�UHYHQXH�FRQVHTXHQFHV�

0DQ\�GHYHORSHG�FRXQWULHV�KDYH�WKLQ�FDSLWDOLVDWLRQ�UXOHV�WKDW�VHHN�WR�OLPLW�WKH

WD[�UHFRJQLWLRQ�RI�GHEW�ILQDQFLQJ�RI�HQWLWLHV�FRQWUROOHG�E\�QRQ�UHVLGHQW

LQYHVWRUV���7KHVH�UXOHV�LPSRVH�SUDJPDWLF�UHVWULFWLRQV���KHQFH�D�EDODQFH�KDV�WR

EH�GUDZQ�EHWZHHQ�UHYHQXH�SURWHFWLRQ�DQG�DOORZLQJ�IRU�ZLGH�YDULDWLRQV�LQ

FRPPHUFLDO�DUUDQJHPHQWV�

$XVWUDOLD·V�FXUUHQW�WKLQ�FDSLWDOLVDWLRQ�SURYLVLRQV�DUH�QRW�IXOO\�HIIHFWLYH�DW

SUHYHQWLQJ�DQ�H[FHVVLYH�DOORFDWLRQ�RI�GHEW�WR�WKH�$XVWUDOLDQ�RSHUDWLRQV�RI

PXOWLQDWLRQDOV�EHFDXVH�WKH\�UHIHU�RQO\�WR�IRUHLJQ�UHODWHG�SDUW\�GHEW�DQG�IRUHLJQ

GHEW�FRYHUHG�E\�D�IRUPDO�JXDUDQWHH�UDWKHU�WKDQ�WRWDO�GHEW���+HQFH�WKH\�GR�QRW

UHVWULFW�WKH�SURSRUWLRQ�RI�WKLUG�SDUW\�GHEW�WKDW�FDQ�EH�DOORFDWHG�WR�WKH

$XVWUDOLDQ�RSHUDWLRQV�

:KLOVW�WKH�WKLQ�FDSLWDOLVDWLRQ�UXOHV�KDYH�WKH�SRWHQWLDO�WR�GLVDOORZ�GHGXFWLRQV�IRU

LQWHUHVW�LQ�KLJKO\�JHDUHG�FDVHV��WKH�PRUH�OLNHO\�UHVSRQVH�E\�IRUHLJQ

PXOWLQDWLRQDOV�ZLOO�EH�WR�UHVWUXFWXUH�WKHLU�DUUDQJHPHQWV�WR�GHFUHDVH�WKH�JHDULQJ

RI�WKH�$XVWUDOLDQ�RSHUDWLRQV�

6WUHQJWKHQLQJ�WKH�SURYLVLRQV�WR�LQFOXGH�WRWDO�GHEW�KDV�UHFHLYHG�WKH�VXSSRUW�RI

VHYHUDO�PDMRU�EXVLQHVV�JURXSV�GXULQJ�FRQVXOWDWLRQV�

(QWLWLHV�WKDW�GHFLGH�WR�FDUU\�RQ�D�EXVLQHVV�LQ�$XVWUDOLD�FDQ�GR�VR�YLD�D

VXEVLGLDU\�RU�D�EUDQFK���&RQVLVWHQW�ZLWK�WKH�LQYHVWPHQW�QHXWUDOLW\�SULQFLSOH�VHW

RXW�LQ�$�6WURQJ�)RXQGDWLRQ��SDJH������WKH�WD[�V\VWHP�VKRXOG�DYRLG�WUHDWLQJ�VXFK

DOWHUQDWLYHV�GLIIHUHQWO\���5HTXLULQJ�DOO�SHUPDQHQW�HVWDEOLVKPHQWV��3(V��WR�EH

FDSLWDOLVHG��LQFOXGLQJ�ZLWK�HTXLW\��IRU�WD[�SXUSRVHV�ZLOO�UHGXFH�WKHVH

GLIIHUHQFHV���7KH�WD[�WUHDWPHQW�RI�EUDQFKHV�LV�GLVFXVVHG�IXUWKHU�LQ

5HFRPPHQGDWLRQ�������
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Recommendation

22.2 Thin capitalisation regime —  applicable tests

Safe harbour gearing ratio

�D� 7KDW�WKH�WKLQ�FDSLWDOLVDWLRQ�UHJLPH�DGRSW�D�IL[HG�VDIH�KDUERXU

JHDULQJ�UDWLR�DV�D�ILUVW�WLHU�WHVW�

Arm’s-length test in default

�E� 7KDW�XQOHVV�WKH�VDIH�KDUERXU�WHVW�LV�VDWLVILHG��WKH�$XVWUDOLDQ

RSHUDWLRQV�EH�VXEMHFW�WR�DQ�DUP·V�OHQJWK�WHVW�WR�GHWHUPLQH�ZKHWKHU

WKH�JHDULQJ�OHYHO�FRXOG�KDYH�EHHQ�ERUQH�E\�DQ�LQGHSHQGHQW�SDUW\

RSHUDWLQJ�XQGHU�WKH�VDPH�WHUPV�DQG�FRQGLWLRQV�

�F� 7KDW�LQ�DSSO\LQJ�WKH�DUP·V�OHQJWK�WHVW�YDULRXV�IDFWRUV�EH�WDNHQ�LQWR

DFFRXQW�LQFOXGLQJ�

�L� WKH�ZRUOGZLGH�JHDULQJ�OHYHO�RI�WKH�DVVRFLDWHG�JURXS�

�LL� WKH�DELOLW\�RI�WKH�$XVWUDOLDQ�RSHUDWLRQV�WR�VHUYLFH�WKH�GHEW�

�LLL� WKH�QDWXUH�RI�WKH�$XVWUDOLDQ�DVVHWV��DQG

�LY� JOREDO�LQGXVWU\�SUDFWLFHV�

$�3ODWIRUP�IRU�&RQVXOWDWLRQ��SDJH������FRQWDLQV�WZR�RSWLRQV�IRU�WKH�RSHUDWLRQ�RI

WKH�WKLQ�FDSLWDOLVDWLRQ�UHJLPH�

2SWLRQ���ZRXOG�SHUPLW�WKH�$XVWUDOLDQ�RSHUDWLRQV�WR�JHDU�XS�WR�WKH�JHDULQJ

OHYHO�RI�WKH�ZRUOGZLGH�JURXS�RI�ZKLFK�WKH\�DUH�D�SDUW���:KHUH�WKDW�OHYHO�LV

H[FHHGHG��DQ�DUP·V�OHQJWK�WHVW�ZRXOG�GHWHUPLQH�ZKHWKHU�WKH�JHDULQJ�OHYHO�LV

KLJKHU�WKDQ�WKDW�ZKLFK�FRXOG�EH�H[SHFWHG�LQ�D�FRPSDUDEOH�EXW�LQGHSHQGHQW

RSHUDWLRQ�

7KLV�RSWLRQ�ZRXOG�EH�IOH[LEOH�EHFDXVH�LW�ZRXOG�EDVLFDOO\�DOORZ�WKH�ILQDQFLDO

PDUNHWV�WR�OLPLW�JHDULQJ�UDWKHU�WKDQ�VHWWLQJ�VWDWXWRU\�OLPLWV���+RZHYHU��WKH�XVH

RI�WKH�ZRUOGZLGH�JHDULQJ�RI�WKH�JURXS�KDV�UHFHLYHG�OLWWOH�VXSSRUW�GXULQJ�WKH

FRQVXOWDWLRQ�SURFHVV��ZLWK�VHYHUDO�VXEPLVVLRQV�VWDWLQJ�WKDW�WKH�FRVWV�RI

FRPSO\LQJ�ZLWK�WKLV�RSWLRQ�ZRXOG�RXWZHLJK�WKH�SHUFHLYHG�EHQHILWV�LW�ZRXOG

EULQJ�

2SWLRQ���ZRXOG�VHW�D�IL[HG�VDIH�KDUERXU�JHDULQJ�UDWLR�WKDW��LI�H[FHHGHG��UHTXLUHV

DQ�HQWHUSULVH�WR�FRPSDUH�LWVHOI�ZLWK�WKH�ZRUOGZLGH�JHDULQJ�OHYHO�RI�WKH�JURXS�WR

ZKLFK�LW�EHORQJV�RU�WR�VDWLVI\�DQ�DUP·V�OHQJWK�WHVW���6HYHUDO�VXEPLVVLRQV��LQ

SDUWLFXODU��WKRVH�IURP�FRPSDQLHV�ZLWK�PLQLQJ�DQG�LQIUDVWUXFWXUH�DVVHWV��VXJJHVW

WKDW�ZKHUH�WKH�VDIH�KDUERXU�UDWLR�LV�H[FHHGHG��DQ�DUP·V�OHQJWK�WHVW�GHWHUPLQH

ZKHWKHU�WKH�JHDULQJ�OHYHO�FRXOG�KDYH�EHHQ�ERUQH�E\�DQ�LQGHSHQGHQW�SDUW\

RSHUDWLQJ�XQGHU�WKH�VDPH�FRQGLWLRQV�DQG�WHUPV�
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22.3 Safe harbour gearing level —  general treatment

7KDW�H[FHSW�IRU�ILQDQFLDO�LQVWLWXWLRQV��5HFRPPHQGDWLRQ��������WKH�VDIH

KDUERXU�JHDULQJ�OHYHO�EH�VHW�DW�D�UDWLR�RI�����GHEW�WR�HTXLW\��WRWDO

VKDUHKROGHUV·�IXQGV��

&DUHIXO�MXGJPHQW�LV�UHTXLUHG�LQ�VHWWLQJ�WKH�VDIH�KDUERXU�JHDULQJ�OHYHO���$�ORZ

VDIH�KDUERXU�UDWLR�ZRXOG�SODFH�JUHDWHU�UHVWULFWLRQV�RQ�JHDULQJ�OHYHOV�ZKLOH�D

KLJKHU�OHYHO�ZRXOG�JLYH�WD[SD\HUV�JUHDWHU�IUHHGRP�WR�FKRRVH�WKHLU�RZQ�IXQGLQJ

VWUXFWXUH��EXW�ZLWK�SRWHQWLDO�GHWULPHQWDO�HIIHFWV�WR�$XVWUDOLDQ�UHYHQXH�

3URYLGLQJ�FRPSDUDEOH�WUHDWPHQW�WR�RWKHU�FRXQWULHV�LV�DOVR�LPSRUWDQW�

7KH�H[LVWLQJ�WKLQ�FDSLWDOLVDWLRQ�UHJLPH�XVHV�D�JHDULQJ�UDWLR�RI������EXW�WKLV�UDWLR

RQO\�LQFOXGHV�IRUHLJQ�UHODWHG�SDUW\�DQG�SDUHQW�JXDUDQWHHG�GHEW���7DEOH�����

SURYLGHV�D�FRPSDULVRQ�RI�WKH�WKLQ�FDSLWDOLVDWLRQ�UXOHV�RI�$XVWUDOLD·V�PDMRU

WUDGLQJ�SDUWQHUV���5HFRJQLVLQJ�WKDW�WRWDO�GHEW�LV�EHLQJ�LQFOXGHG�LQ�WKH�UXOHV��DQG

KDYLQJ�UHJDUG�WR�WKH�WUHDWPHQW�SURYLGHG�LQ�RWKHU�FRXQWULHV��WKH�5HYLHZ

UHFRPPHQGV�D�UDWLR�RI�����EH�DGRSWHG�



Table 22.1 Comparison of thin capitalisation rules in Australia’s major trading partners
Country Basic gearing ratio (debt:equity) Arm’s-

length
test

Minimum
foreign control

test

Treatment of
excess interest

Type of debt included

Australia 2:1 No 15% Disallowed Foreign related party debt or debt guaranteed by related parties

Canada 3:1 (2:1 proposed) No 25% Disallowed Foreign related party and non-arm’s-length debt

China 1:1 to 2.3:1 (range) No - Disallowed All debt is restricted

France 1.5:1 No 50% Deemed dividend Foreign related party debt only

Germany 3:1 (with arm’s-length test) Yes 25% Deemed dividend Foreign related party debt only

Hong Kong No foreign debt allowed at all No - Disallowed All foreign debt

Indonesia 4:1 No 25% Disallowed All related party debt

Ireland No related party foreign debt No 75% Deemed dividend Foreign related party debt only

Japan 3:1 (with arm’s-length test) Yes 50% Disallowed All related party debt

New Zealand 3:1 No 50% Disallowed All debt (including third party and hybrid debt) is included

Singapore - No - Disallowed General anti-avoidance provisions apply

South Korea 3:1 No 50% Deemed dividend Foreign debt from related parties and guaranteed by related parties

Switzerland Varies No - Deemed dividend All related party debt and debt guaranteed by related parties

UK 1:1 (with arm’s-length test) Yes 75% Deemed dividend All connected economic debt

United States 1.5:1 No 50% Disallowed All related party debt (where lender is exempt or a DTA applies)
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22.4 Safe harbour gearing for financial institutions

Financial institutions subject to capital adequacy rules

�D� 7KDW�WKH�VDIH�KDUERXU�JHDULQJ�OHYHOV�IRU�DXWKRULVHG�EDQNV�DQG

RWKHU�ILQDQFLDO�LQVWLWXWLRQV�WKDW�DUH�VXEMHFW�WR�FDSLWDO�DGHTXDF\

UXOHV�EH�EDVHG�RQ�WKH�FDSLWDO�OHYHOV�UHSRUWHG�IRU�UHJXODWRU\

SXUSRVHV�

Financial institutions not subject to capital adequacy rules

�E� 7KDW�ILQDQFLDO�LQVWLWXWLRQV�QRW�VXEMHFW�WR�FDSLWDO�DGHTXDF\�UXOHV�EH

VXEMHFW�WR�

�L� WKH�VDIH�KDUERXU�JHDULQJ�OHYHO�RI�����³�EXW�ZLWK�DQ

¶RQ�OHQGLQJ·�UXOH�GLVUHJDUGLQJ�GHEW��WR�WKH�H[WHQW�WKDW�LW�LV

RQ�OHQW��LQ�WKH�WKLQ�FDSLWDOLVDWLRQ�FDOFXODWLRQV��DQG

�LL� D�PD[LPXP�JHDULQJ�OLPLW�RI������³�EH\RQG�ZKLFK�LQWHUHVW

GHGXFWLRQV�EH�GLVDOORZHG�

'XH�WR�WKH�SDUWLFXODU�QDWXUH�RI�WKH�EXVLQHVV�WKH\�FRQGXFW��EDQNV�DQG�ILQDQFH

HQWLWLHV�PDLQWDLQ�PXFK�KLJKHU�OHYHOV�RI�GHEW�WKDQ�QRQ�ILQDQFH�HQWLWLHV���,W�LV

QHFHVVDU\�WR�UHFRJQLVH�WKLV�IDFW�ZLWKLQ�WKH�WKLQ�FDSLWDOLVDWLRQ�UHJLPH�VR�DV�QRW

WR�LPSRVH�UHTXLUHPHQWV�WKDW�ZLOO�XQGXO\�OLPLW�WKH�DELOLW\�RI�WKHVH�HQWLWLHV�WR

RSHUDWH�FRPPHUFLDOO\�

/LFHQVHG�$XVWUDOLDQ�EDQNV�DQG�FHUWDLQ�RWKHU�ILQDQFLDO�LQVWLWXWLRQV�DUH�VXEMHFW�WR

SUXGHQWLDO�UHJXODWLRQ�E\�WKH�$XVWUDOLDQ�3UXGHQWLDO�5HJXODWRU\�$XWKRULW\�

LQFOXGLQJ�WKH�UHTXLUHPHQWV�WR�PDLQWDLQ�PLQLPXP�OHYHOV�RI�FDSLWDO���+RZHYHU�

WKHVH�HQWLWLHV�RIWHQ�PDLQWDLQ�FDSLWDO�DW�OHYHOV�ZHOO�DERYH�WKH�PLQLPXP�UHTXLUHG�

7KH�FDSLWDO�OHYHOV�UHSRUWHG�E\�WKHVH�ILQDQFLDO�LQVWLWXWLRQV�IRU�UHJXODWRU\

SXUSRVHV�ZRXOG�IRUP�WKH�EDVLV�RI�WKH�WKLQ�FDSLWDOLVDWLRQ�UXOH�IRU�WKHVH�HQWLWLHV�

6XFK�D�UXOH�ZRXOG�DOVR�EH�DSSOLHG�WR�IRUHLJQ�EDQN�EUDQFKHV�RSHUDWLQJ�LQ

$XVWUDOLD�EDVHG�RQ�WKHLU�FDSLWDO�OHYHOV�UHSRUWHG�LQ�WKHLU�KRPH�MXULVGLFWLRQ�

)RU�RWKHU�ILQDQFLDO�LQVWLWXWLRQV�VXFK�DV�PHUFKDQW�EDQNV�DQG�ILQDQFH�FRPSDQLHV�

WKLQ�FDSLWDOLVDWLRQ�UXOHV�EDVHG�RQ�WKH�FDSLWDO�OHYHOV�DSSO\LQJ�WR�EDQNV�ZLOO�QRW

DOZD\V�EH�DSSURSULDWH���7KHVH�HQWLWLHV�FRQGXFW�D�EURDG�UDQJH�RI�EXVLQHVV�LQ�WKH

ILQDQFH�VHFWRU��UDQJLQJ�IURP�WKH�SURYLVLRQ�RI�DGYLFH�RQ�PHUJHUV�DQG

DFTXLVLWLRQV�WR�OHQGLQJ�WR�FRPSDQLHV���6RPH�RI�WKLV�EXVLQHVV��QDPHO\�WKH

SURYLVLRQ�RI�ORDQV��LV�SULQFLSDOO\�ILQDQFHG�E\�GHEW�IXQGLQJ��ZKLOVW�WKH�SURYLVLRQ

RI�ILQDQFLDO�VHUYLFHV�DQG�DGYLFH�GRHV�QRW�QHHG�WR�EH�ILQDQFHG�E\�GHEW�IXQGLQJ

WR�WKH�VDPH�GHJUHH���&RQVHTXHQWO\��HDFK�RI�WKHVH�HQWLWLHV�ZLOO�KDYH�GLIIHUHQW

UHTXLUHPHQWV�IRU�GHEW�IXQGLQJ�
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9DULDWLRQV�LQ�OHQGLQJ�DFWLYLW\��DV�D�SURSRUWLRQ�RI�WRWDO�EXVLQHVV��DFURVV�WKHVH

ILQDQFLDO�LQVWLWXWLRQV�ZLOO�EH�DGGUHVVHG�E\�DQ�¶RQ�OHQGLQJ·�UXOH�WKDW�UHPRYHV

IURP�WKH�WKLQ�FDSLWDOLVDWLRQ�FDOFXODWLRQV�DQ\�GHEW�WKDW�LV�¶RQ�OHQW·�WR�WKLUG

SDUWLHV���7KH�UHPDLQLQJ�GHEW��ZKLFK�LV�XVHG�WR�ILQDQFH�WKH�QRQ�OHQGLQJ�EXVLQHVV

RI�WKH�HQWLW\��ZRXOG�EH�VXEMHFW�WR�WKH�JHQHUDO�VDIH�KDUERXU�JHDULQJ�OHYHO�

$Q�¶RQ�OHQGLQJ·�UXOH�FRXOG�DOORZ�ILQDQFLDO�LQVWLWXWLRQV�WKDW�DUH�SULPDULO\

LQYROYHG�LQ�OHQGLQJ�WR�KDYH�OHVV�FDSLWDO�IRU�WD[�SXUSRVHV�WKDQ�ZRXOG�EH�UHTXLUHG

IRU�SUXGHQWLDOO\�VXSHUYLVHG�LQVWLWXWLRQV���7KLV�LV�EHFDXVH�FDSLWDO�WKDW�DFWXDOO\

VXSSRUWV�WKH�OHQGLQJ�EXVLQHVV�FRXOG�HIIHFWLYHO\�EH�FRXQWHG��IRU�WD[�SXUSRVHV��DV

VXSSRUWLQJ�WKH�QRQ�OHQGLQJ�EXVLQHVV���&RQVHTXHQWO\��WKH�WRWDO�JHDULQJ�IRU

WD[DWLRQ�SXUSRVHV�RI�ILQDQFLDO�LQVWLWXWLRQV�WKDW�DUH�VXEMHFW�WR�WKH�RQ�OHQGLQJ

UXOH�ZLOO�EH�OLPLWHG�WR��������7KLV�JHDULQJ�OHYHO�LV�EURDGO\�FRQVLVWHQW�ZLWK�WKH

PLQLPXP�FDSLWDO�DGHTXDF\�UHTXLUHPHQWV�WKDW�DSSO\�WR�OLFHQVHG�EDQNV�

Recommendation

22.5 Thin capitalisation rules for Australian multinational investors

Application to non-portfolio offshore investments

�D� 7KDW�$XVWUDOLDQ�PXOWLQDWLRQDO�LQYHVWRUV�KROGLQJ�QRQ�SRUWIROLR

LQYHVWPHQWV�LQ�FRQWUROOHG�IRUHLJQ�HQWLWLHV�RU�RIIVKRUH�SHUPDQHQW

HVWDEOLVKPHQWV�EH�VXEMHFW�WR�WKLQ�FDSLWDOLVDWLRQ�JHDULQJ�OLPLWV�RQ

WKHLU�$XVWUDOLDQ�RSHUDWLRQV�

Safe harbour rules

�E� 7KDW�WKH�ILUVW�WLHU�WHVW�RQ�WKH�JHDULQJ�RI�WKH�$XVWUDOLDQ�RSHUDWLRQV�RI

VXFK�PXOWLQDWLRQDOV�EH�

�L� IRU�QRQ�ILQDQFLDO�PXOWLQDWLRQDOV���WKH�VDIH�KDUERXU�JHDULQJ

UDWLR�RI������FRQVLVWHQW�ZLWK�5HFRPPHQGDWLRQ��������DQG

�LL� IRU�ILQDQFLDO�PXOWLQDWLRQDOV���WKH�UXOHV�IRU�ILQDQFLDO

LQVWLWXWLRQV�VHW�RXW�LQ�5HFRPPHQGDWLRQ������

Default rules based on worldwide gearing

�F� 7KDW�LI�WKH�VDIH�KDUERXU�UDWLR�LV�H[FHHGHG��LQWHUHVW�GHGXFWLRQV�EH

GLVDOORZHG�WR�WKH�H[WHQW�WKDW�JHDULQJ�RI�WKH�$XVWUDOLDQ�RSHUDWLRQV

H[FHHGV�

�L� WKH�DUP·V�OHQJWK�WHVW��DQG

�LL� ����SHU�FHQW�RI�WKH�ZRUOGZLGH�JHDULQJ�RI�WKH�JURXS�

,Q�D�VLPLODU�PDQQHU�WR�IRUHLJQ�PXOWLQDWLRQDOV��$XVWUDOLDQ�PXOWLQDWLRQDOV�WKDW

KDYH�QRQ�SRUWIROLR�LQYHVWPHQWV�LQ�FRQWUROOHG�IRUHLJQ�HQWLWLHV�RU�RIIVKRUH
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EUDQFKHV�FDQ�EH�LQ�D�SRVLWLRQ�WR�DOORFDWH�H[FHVVLYH�GHEW�WR�WKHLU�$XVWUDOLDQ

RSHUDWLRQV���7KLV�FDQ�UHVXOW�LQ�DQ�XQGXH�SURSRUWLRQ�RI�WKH�LQWHUHVW�H[SHQVH

EHLQJ�ERUQH�E\�WKH�$XVWUDOLDQ�UHYHQXH���7KH�PXOWLQDWLRQDO�PD\�DOORFDWH�WKH

XQGHUO\LQJ�GHEW�WR�LWV�$XVWUDOLDQ�RSHUDWLRQV�WR�JDLQ�DQ�XQZDUUDQWHG�WD[

DGYDQWDJH�ZKHUH�LW�FXUUHQWO\�JHWV�D�IXOO�GHGXFWLRQ��UHJDUGOHVV�RI�KRZ�KLJKO\�WKH

$XVWUDOLDQ�RSHUDWLRQV�DUH�JHDUHG�UHODWLYH�WR�WKH�IRUHLJQ�LQYHVWPHQWV�

([SDQVLRQ�RI�WKH�FRQGXLW�UHJLPH�WR�HQFRPSDVV�PRUH�IRUHLJQ�LQFRPH�DGGV�WR

WKH�QHHG�IRU�VRPH�FRQWURO�RQ�LQWHUHVW�GHGXFWLRQV�WR�SUHYHQW�LQWHUHVW�LQFXUUHG

LQ�GHULYLQJ�XQWD[HG�FRQGXLW�LQFRPH�EHLQJ�XVHG�WR�UHGXFH�GRPHVWLF�LQFRPH�

$�VDIH�KDUERXU�UDWLR�RI�����³�FRQVLVWHQW�ZLWK�WKDW�IRU�WKH�$XVWUDOLDQ

RSHUDWLRQV�RI�PXOWLQDWLRQDO�LQYHVWRUV�³�ZLOO�SURYLGH�VLPSOLFLW\�DQG��LQ�SUDFWLFH�

ZRXOG�H[FOXGH�PRVW�$XVWUDOLDQ�PXOWLQDWLRQDO�FRPSDQLHV�IURP�WKH�SURYLVLRQV�

$XVWUDOLDQ�ILQDQFLDO�LQVWLWXWLRQV�ZLWK�FRQWUROOHG�IRUHLJQ�VXEVLGLDULHV�RU�RIIVKRUH

3(V�ZLOO�EH�VXEMHFW�WR�WKH�WKLQ�FDSLWDOLVDWLRQ�UXOHV�RXWOLQHG�LQ

5HFRPPHQGDWLRQ��������)RU�ILQDQFLDO�LQVWLWXWLRQV�VXEMHFW�WR�FDSLWDO�DGHTXDF\

UXOHV��WKH�VDIH�KDUERXU�JHDULQJ�OHYHOV�ZRXOG�EH�EDVHG�RQ�WKH�FDSLWDO�OHYHOV

UHSRUWHG�IRU�UHJXODWRU\�SXUSRVHV�

7KH�DELOLW\�WR�JHDU�WKH�$XVWUDOLDQ�RSHUDWLRQV�XS�WR�����SHU�FHQW�RI�WKH

ZRUOGZLGH�JHDULQJ�UDWLR�DFFRPPRGDWHV�EXVLQHVVHV�ZLWK�D�KLJK�OHYHO�RI�JHDULQJ

LQ�$XVWUDOLD�WKDW�QHHG�HTXLW\�WR�H[SDQG�RIIVKRUH���$�ZRUOGZLGH�JHDULQJ�UDWLR

ZRXOG�KDYH�ORZHU�FRPSOLDQFH�FRVWV�IRU�$XVWUDOLDQ�FRQWUROOHG�JURXSV�WKDQ�IRU

IRUHLJQ�PXOWLQDWLRQDOV�EHFDXVH�WKH�$XVWUDOLDQ�JURXSV�UHSRUW�WKHLU�JURXS�SURILWV

XVLQJ�$XVWUDOLDQ�DFFRXQWLQJ�VWDQGDUGV�

7KHUH�KDV�EHHQ�EURDG�RSSRVLWLRQ�LQ�FRQVXOWDWLRQV�WR�OLPLWV�RQ�WKH�JHDULQJ�RI

$XVWUDOLDQ�FRPSDQLHV�ZLWK�RIIVKRUH�LQYHVWPHQWV���0DQ\�FODLP�WKDW�$XVWUDOLD·V

LPSXWDWLRQ�V\VWHP�SURYLGHV�DQ�LQFHQWLYH�IRU�FRPSDQ\�WD[�WR�EH�SDLG�LQ

$XVWUDOLD�UDWKHU�WKDQ�RYHUVHDV�ZKHQ�WKLV�LV�IHDVLEOH��DV�QRWHG�LQ�$�3ODWIRUP�IRU

&RQVXOWDWLRQ��SDJH��������6RPH�VXEPLVVLRQV�KDYH�DOVR�VWDWHG�WKDW�WKH�UXOHV

VKRXOG�RQO\�DSSO\�LI�LW�FDQ�EH�VKRZQ�WKDW�$XVWUDOLDQ�JHDULQJ�LV�KLJK�RYHU�WKH

ORQJ�WHUP�DQG�WKDW�LQWHUHVW�GHGXFWLRQV�VKRXOG�WKHQ�EH�GHIHUUHG�UDWKHU�WKDQ

GLVDOORZHG���7KH�5HYLHZ�FRQVLGHUHG�WKHVH�YLHZV�EXW�EHOLHYHV�WKDW�WKH

UHFRPPHQGDWLRQ�LV�UHDVRQDEOH�DQG�HTXLWDEOH��SDUWLFXODUO\�WDNLQJ�LQWR�DFFRXQW

5HFRPPHQGDWLRQ������

Recommendation

22.6 Interest incurred in deriving foreign source income

7KDW�XSRQ�DGRSWLRQ�RI�5HFRPPHQGDWLRQ�������WKH�FXUUHQW�ODZ�EH

DPHQGHG�VR�WKDW�LQWHUHVW�H[SHQVHV�LQFXUUHG�LQ�HDUQLQJ�IRUHLJQ�VRXUFH

LQFRPH�DUH�QR�ORQJHU�TXDUDQWLQHG�
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7KH�FXUUHQW�ODZ�UHTXLUHV�WD[SD\HUV�WR�GHWHUPLQH��E\�WUDFLQJ�DQG�PDWFKLQJ�

H[SHQVHV�LQFXUUHG�LQ�HDUQLQJ�IRUHLJQ�VRXUFH�LQFRPH���,QWHUHVW�H[SHQVHV�DUH�QRW

GHGXFWLEOH�WR�WKH�H[WHQW�WKDW�WKH\�DUH�LQFXUUHG�LQ�GHULYLQJ�IRUHLJQ�VRXUFH

LQFRPH�WKDW�LV�QRW�WD[HG�LQ�$XVWUDOLD���,I�LQWHUHVW�H[SHQVHV�H[FHHG�DVVHVVDEOH

IRUHLJQ�LQFRPH�LQ�DQ\�JLYHQ�\HDU��WKH�H[FHVV�PD\�QRW�EH�GHGXFWHG�DJDLQVW�RWKHU

DVVHVVDEOH�LQFRPH��EXW�PXVW�EH�FDUULHG�IRUZDUG�WR�ODWHU�\HDUV�IRU�SRVVLEOH

GHGXFWLRQ�DJDLQVW�IXWXUH�DVVHVVDEOH�IRUHLJQ�LQFRPH�

,Q�SUDFWLFH��KRZHYHU��EHFDXVH�RI�WKH�IXQJLELOLW\�RI�GHEW��ILQDQFLQJ�RI

LQYHVWPHQWV�FDQ�EH�VWUXFWXUHG�ZLWKLQ�FRPSDQ\�JURXSV�VR�DV�WR�FRQIRUP�ZLWK

WKLV�ODZ���7KH�VWUXFWXULQJ�FDQ�UHVXOW�LQ�IRUHLJQ�LQYHVWPHQWV�EHLQJ�IXOO\�HTXLW\

IXQGHG�ZKLOH�LQWHUHVW�GHGXFWLRQV�DUH�FODLPHG�DJDLQVW�GRPHVWLF�LQYHVWPHQWV�

,I�WKLV�UHFRPPHQGDWLRQ��WRJHWKHU�ZLWK�5HFRPPHQGDWLRQV������DQG�������ZHUH

DGRSWHG��WKH�WKLQ�FDSLWDOLVDWLRQ�UHTXLUHPHQWV�ZLOO�EH�WKH�RQO\�UHVWULFWLRQ�RQ�WKH

GHGXFWLELOLW\�RI�LQWHUHVW�ZKHUH�$XVWUDOLDQ�WD[SD\HUV�ERUURZ�IRU�LQYHVWPHQW�LQ

FRQWUROOHG�IRUHLJQ�HQWLWLHV���&RPSOLDQFH�FRVWV�ZLOO�EH�UHGXFHG�E\�UHPRYLQJ

LQWHUHVW�H[SHQVHV�IURP�WKH�RSHUDWLRQ�RI�WKH�FXUUHQW�TXDUDQWLQLQJ�SURYLVLRQV�

:LWK�WKLV�FKDQJH��QR�UHVWULFWLRQV�ZLOO�DSSO\�RQ�WKH�JHDULQJ�RI�WKH�IRUHLJQ�VRXUFH

LQFRPH�RI�$XVWUDOLDQ�WD[SD\HUV�WKDW�KDYH�QR�IRUHLJQ�QRQ�SRUWIROLR

LQYHVWPHQWV�

Recommendation

22.7 Control test for thin capitalisation

7KDW�WKH�WKLQ�FDSLWDOLVDWLRQ�UHJLPH�DGRSW�WKH�FRQWURO�WHVW�XVHG�LQ�WKH

&RQWUROOHG�)RUHLJQ�&RPSDQ\��&)&��UHJLPH�³�UDLVLQJ�WKH�WKUHVKROG�IRU

IRUHLJQ�FRQWURO�IURP����SHU�FHQW�WR����SHU�FHQW�LQ�PRVW�FDVHV�

7KH�FRQWURO�WHVW�LQ�WKH�FXUUHQW�WKLQ�FDSLWDOLVDWLRQ�UHJLPH�UHTXLUHV�RQO\

���SHU�FHQW�FRQWURO�LQ�GHWHUPLQLQJ�ZKHWKHU�DQ�$XVWUDOLDQ�LQYHVWPHQW�LV�IRUHLJQ

FRQWUROOHG���7KH�&)&�FRQWURO�WHVW�UHTXLUHV����SHU�FHQW�FRQWURO��RU����SHU�FHQW

ZKHUH�WKHUH�LV�QR�RWKHU�SHUVRQ�ZLWK�WKH�DELOLW\�WR�FRQWURO����,QWURGXFLQJ�D

KLJKHU�WKUHVKROG�IRU�FRQWURO�WKDW�LV�FRQVLVWHQW�ZLWK�WKH�&)&�FRQWURO�WHVW�ZLOO

UHGXFH�FRPSOLDQFH�FRVWV���0RVW�IRUHLJQ�RZQHG�LQYHVWPHQWV�DUH�VXEMHFW�WR

���SHU�FHQW�RU�KLJKHU�FRQWURO��VR�PRYLQJ�WR�D����SHU�FHQW�FRQWURO�WHVW�ZLOO�KDYH

PLQLPDO�HIIHFW�RQ�WKH�QXPEHU�RI�HQWLWLHV�VXEMHFW�WR�WKLQ�FDSLWDOLVDWLRQ�UXOHV�

Recommendation
22.8 Debt creation rules

7KDW�WKH�GHEW�FUHDWLRQ�UXOHV�EH�UHSHDOHG�
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7KH�GHEW�FUHDWLRQ�SURYLVLRQV��ZKLFK�VXSSOHPHQW�WKH�FXUUHQW�WKLQ�FDSLWDOLVDWLRQ

SURYLVLRQV��OLPLW�LQWHUHVW�GHGXFWLRQV�ZKHUH�D�IRUHLJQ�FRQWUROOHG�FRPSDQ\�VHOOV

DQ�DVVHW�WR�D�UHODWHG�IRUHLJQ�FRQWUROOHG�FRPSDQ\���7KH�SURYLVLRQV�GLVDOORZ

LQWHUHVW�GHGXFWLRQV�ZKHUH�WKH�WUDQVIHU�RI�DQ�DVVHW�LV�ILQDQFHG�XVLQJ�LQWHUHVW

EHDULQJ�GHEW�WKDW�LV�LQWURGXFHG�IURP�RXWVLGH�WKH�FRUSRUDWH�JURXS�

7KH�QHHG�IRU�VXFK�UXOHV�LV�UHPRYHG�ZLWK�WKH�5HYLHZ·V�UHFRPPHQGDWLRQ�RI�D

WKLQ�FDSLWDOLVDWLRQ�UHJLPH�WKDW�DSSOLHV�WR�WKH�WRWDO�GHEW�RI�WKH�$XVWUDOLDQ

RSHUDWLRQV�RI�D�IRUHLJQ�FRQWUROOHG�JURXS���5HPRYLQJ�WKH�UXOHV�ZLOO�UHGXFH

FRPSOH[LW\�DQG�XQFHUWDLQW\�ZLWKRXW�FRPSURPLVLQJ�WKH�LQWHJULW\�RI�WKH�LQWHUHVW

GHGXFWLELOLW\�UHJLPH�

Recommendation

22.9 Implementation of thin capitalisation reforms

7KDW�QR�VSHFLDO�WUDQVLWLRQDO�SURYLVLRQV�IRU�H[LVWLQJ�LQYHVWPHQWV�EH

DGRSWHG�

7KH�SURSRVHG�FKDQJHV�WR�WKH�WKLQ�FDSLWDOLVDWLRQ�UXOHV�ZRXOG�EH�LQWURGXFHG

DORQJ�ZLWK�WKH�EURDG�FKDQJHV�WR�HQWLW\�WD[DWLRQ���,Q�WKH�ILUVW�\HDU�RI�RSHUDWLRQ�

WKH�WKLQ�FDSLWDOLVDWLRQ�WHVW�ZLOO�EH�DSSOLHG�DW�WKH�HQG�RI�D�WD[SD\HU·V�DFFRXQWLQJ

SHULRG���7KLV�ZLOO�JLYH�EXVLQHVV�DGHTXDWH�WLPH�WR�UHVWUXFWXUH�RU�RWKHUZLVH

UHGXFH�WKHLU�GHEW�OHYHOV�

An appropriate treatment of branches

Recommendation

22.10 No tax to be levied on remittances by branches
of foreign companies

7KDW�D�WD[�RQ�UHPLWWDQFHV�RI�XQWD[HG�SURILWV�PDGH�E\�GRPHVWLF�EUDQFKHV

WR�WKHLU�IRUHLJQ�SDUHQW�FRPSDQLHV�QRW�EH�LQWURGXFHG�

$V�GLVFXVVHG�LQ�$�3ODWIRUP�IRU�&RQVXOWDWLRQ��SDJHV�����������JUHDWHU�FRQVLVWHQF\

EHWZHHQ�EUDQFKHV�DQG�VXEVLGLDULHV�FRXOG�EH�DFKLHYHG�E\�OHY\LQJ�D�WD[

HTXLYDOHQW�WR�GLYLGHQG�ZLWKKROGLQJ�WD[��':7��RQ�EUDQFK�UHPLWWDQFHV���7KLV

ZRXOG�UHTXLUH�WKH�UHPLWWDQFHV�PDGH�E\�D�EUDQFK�WR�EH�GHWHUPLQHG�E\�UHIHUHQFH

WR�WKH�DFFRXQWLQJ�SURILWV�RI�WKH�EUDQFK�DQG�WKH�DVVHWV�UHWDLQHG�LQ�WKH�EUDQFK�

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

EHFDXVH�RI�WKH�QHHG�WR�HQVXUH�WKDW�DFFRXQWLQJ�UHFRUGV�VXIILFLHQWO\�UHIOHFW�WKH

WRWDO�SURILWV�RI�WKH�EUDQFK�
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,I�GHIHUUHG�FRPSDQ\�WD[�KDG�EHHQ�UHFRPPHQGHG��WKLV�LQFUHDVHG�WD[�RQ

GLYLGHQGV�SDLG�E\�VXEVLGLDULHV�ZRXOG�KDYH�UHVXOWHG�LQ�D�JUHDWHU�ELDV�LQ�IDYRXU�RI

EUDQFKHV�DQG�ZRXOG�KDYH�FUHDWHG�D�VWURQJHU�FDVH�IRU�DQ�HTXLYDOHQW�WD[�RQ

EUDQFKHV���+RZHYHU��XQGHU�WKH�UHFRPPHQGDWLRQ�IRU�DFKLHYLQJ�LQWHJULW\

WKURXJK�WKH�HQWLW\�FKDLQ�E\�WD[LQJ�LQWHUFRUSRUDWH�GLYLGHQGV

�5HFRPPHQGDWLRQ��������WKH�DGYDQWDJH�IRU�EUDQFK�UHPLWWDQFHV�ZRXOG�FRQWLQXH

WR�EH�WKH�DEVHQFH�RI�DQ�HTXLYDOHQW�WR�':7���,I�ORZHU�QRQ�SRUWIROLR�':7�UDWHV

ZHUH�WR�EH�QHJRWLDWHG�LQ�'RXEOH�7D[DWLRQ�$JUHHPHQWV��'7$V���DV�VHSDUDWHO\

UHFRPPHQGHG�E\�WKH�5HYLHZ��VHH�5HFRPPHQGDWLRQ���������WKLV�DGYDQWDJH�ZLOO

EH�IXUWKHU�UHGXFHG�

:KLOH�WKH�FRQFHSWXDO�DUJXPHQW�IRU�D�WD[�RQ�EUDQFK�UHPLWWDQFHV�LV�FOHDU��WKH

FRPSOH[LW\�UHTXLUHG�WR�DFKLHYH�LW�DQG�WKH�REMHFWLYH�RI�ORZHU�':7�UDWHV�PLOLWDWH

DJDLQVW�LQWURGXFLQJ�VXFK�D�WD[�

Recommendation

22.11 General treatment of branches

Progressive introduction of separate entity treatment

�D� 7KDW�WKH�ODZ�EH�UHZULWWHQ�RYHU�WLPH�WR�SHUPLW��LQ�DSSURSULDWH

FLUFXPVWDQFHV��VHSDUDWH�HQWLW\�WUHDWPHQW�RI�GHDOLQJV�EHWZHHQ�D

EUDQFK�DQG�RWKHU�SDUWV�RI�WKH�HQWLW\��VWDUWLQJ�ZLWK�WKH�VXSSO\�RU

DFTXLVLWLRQ�RI�WUDGLQJ�VWRFN�

Application of thin capitalisation rules

�E� 7KDW�WKH�WKLQ�FDSLWDOLVDWLRQ�UXOHV�DSSO\�WR�EUDQFKHV��LQFOXGLQJ�DOO

IRUHLJQ�EDQN�EUDQFKHV�

Preparation of financial accounts

�F� 7KDW�EUDQFKHV�EH�UHTXLUHG�WR�SUHSDUH�ILQDQFLDO�DFFRXQWV�IRU

WD[DWLRQ�SXUSRVHV�

:LWK�WKH�H[FHSWLRQ�RI�EUDQFKHV�RI�IRUHLJQ�EDQNV�WKDW�DUH�WD[HG�XQGHU�VSHFLILF

SURYLVLRQV��WKH�FXUUHQW�WD[DWLRQ�WUHDWPHQW�RI�EUDQFKHV�LV�XQFOHDU��$�3ODWIRUP�IRU

&RQVXOWDWLRQ��SDJH������

,GHDOO\�EUDQFKHV�ZRXOG�EH�WUHDWHG�DV�VHSDUDWH�HQWLWLHV�VR�WKDW�WKH�WD[DEOH

LQFRPH�RI�WKH�EUDQFK�FRUUHFWO\�UHIOHFWV�WKH�SURILWV�DWWULEXWDEOH�WR�WKH�EUDQFK�

7KLV�ZRXOG�UHVXOW�LQ�D�PRUH�HTXDO�WUHDWPHQW�RI�EUDQFKHV�DQG�HQWLWLHV�VXFK�DV

FRPSDQLHV���7KH�WUHDWPHQW�RI�EUDQFKHV�ZLWKLQ�PHPEHU�FRXQWULHV�RI�WKH

2UJDQLVDWLRQ�IRU�(FRQRPLF�&RRSHUDWLRQ�DQG�'HYHORSPHQW��2(&'��LV

PRYLQJ�LQ�WKLV�GLUHFWLRQ���+RZHYHU��VRPH�FDXWLRQ�QHHGV�WR�EH�H[HUFLVHG�LQ�KRZ

IDU�VXFK�DQ�DSSURDFK�LV�LPSOHPHQWHG�ZKHUH�WKHUH�LV�QRW�D�FRQVHQVXV�ZLWKLQ�WKH

2(&'�
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Dealings involving trading stock

)RU�WKLV�UHDVRQ��WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�DUH�OLPLWHG�DW�WKLV�VWDJH�WR

WKRVH�WKDW�DUH�FRQVLVWHQW�ZLWK�WKH�WUHDWPHQW�LQ�RWKHU�FRXQWULHV�DQG�DUH

FRQVLVWHQW�ZLWK�$XVWUDOLD·V�'7$V�

:KHUH�WUDGLQJ�VWRFN�LV�VXSSOLHG�WR�RU�DFTXLUHG�IURP�RWKHU�SDUWV�RI�WKH�HQWLW\�

WD[DEOH�LQFRPH�RI�WKH�EUDQFK�ZLOO�EH�GHWHUPLQHG�E\�DSSO\LQJ�DUP·V�OHQJWK

SULFHV�WR�WKRVH�GHDOLQJV�FDOFXODWHG�DV�LI�WKH�GHDOLQJV�ZHUH�EHWZHHQ�XQUHODWHG

HQWLWLHV���7KLV�FKDQJH�ZLOO�DSSO\�WR�$XVWUDOLDQ�EUDQFKHV�RI�QRQ�UHVLGHQWV�DQG�WR

WKH�IRUHLJQ�EUDQFKHV�RI�UHVLGHQWV�

7KH�WUDQVIHU�RI�RWKHU�DVVHWV�EHWZHHQ�WKH�EUDQFK�DQG�WKH�UHVW�RI�WKH�HQWLW\�ZLOO

QRW�EH�DGGUHVVHG�DW�WKLV�WLPH�DV�WKHUH�LV�QRW�DQ�LQWHUQDWLRQDO�FRQVHQVXV�RQ�WKLV

LVVXH���)RU�WKH�VDPH�UHDVRQ��ZLWKKROGLQJ�WD[HV�ZLOO�QRW�EH�H[WHQGHG�WR

LQWUD�HQWLW\�LQWHUHVW�DQG�UR\DOW\�SD\PHQWV��EH\RQG�WKH�SUHVHQW�IRUHLJQ�EDQN

EUDQFK�SURYLVLRQV��

7KH�SURJUHVV�RI�GHOLEHUDWLRQV�DW�WKH�2(&'�RQ�WKH�EURDGHU�DSSOLFDWLRQ�RI�WKLV

DSSURDFK�WR�EUDQFKHV�VKRXOG�EH�PRQLWRUHG�DQG�IXUWKHU�HOHPHQWV�RI�WKH

DSSURDFK�FRXOG�EH�FRQVLGHUHG�LI�WKH�2(&'�UHDFKHV�FRQVHQVXV�RQ�RWKHU�W\SHV

RI�GHDOLQJV�

Thin capitalisation rules

7KH�WKLQ�FDSLWDOLVDWLRQ�UXOHV�ZLOO�DSSO\�WR�EUDQFKHV�RI�QRQ�UHVLGHQWV�WR�HQVXUH

WKDW�WKHVH�EUDQFKHV�DUH�UHTXLUHG�WR�KDYH�VRPH�PLQLPXP�OHYHO�RI�HTXLW\�IRU�WKH

SXUSRVH�RI�GHWHUPLQLQJ�LQWHUHVW�GHGXFWLRQV�

0RVW�IRUHLJQ�EDQN�EUDQFKHV�RSHUDWLQJ�LQ�$XVWUDOLD�DUH�FXUUHQWO\�WD[HG�XQGHU

WKH�IRUHLJQ�EDQN�EUDQFK�SURYLVLRQV���7KHVH�SURYLVLRQV�FRQWDLQ�D�QRWLRQDO

HTXLW\�UHTXLUHPHQW�WKDW�KDV�D�VLPLODU�REMHFWLYH�WR�WKH�WKLQ�FDSLWDOLVDWLRQ�UXOHV�

+RZHYHU��IRUHLJQ�EDQN�EUDQFKHV�FDQ�HOHFW�QRW�WR�EH�WUHDWHG�XQGHU�WKH�IRUHLJQ

EDQN�EUDQFK�SURYLVLRQV�DQG�LQ�WKHVH�FLUFXPVWDQFHV�WKH�OHYHO�DQG�PHWKRG�RI

FDOFXODWLRQ�RI�HTXLW\�FDSLWDO�UHTXLUHG�IRU�WD[DWLRQ�SXUSRVHV�LV�QRW�FOHDU�

$SSO\LQJ�WKH�WKLQ�FDSLWDOLVDWLRQ�UXOHV�WR�DOO�IRUHLJQ�EDQN�EUDQFKHV�ZLOO�HQVXUH

WKDW�DOO�VXFK�EUDQFKHV�DUH�WUHDWHG�FRQVLVWHQWO\�DQG�FODULI\�WKH�OHYHO�RI�FDSLWDO

UHTXLUHG�IRU�EUDQFKHV�WKDW�HOHFW�QRW�WR�EH�WUHDWHG�XQGHU�WKH�IRUHLJQ�EDQN

EUDQFK�SURYLVLRQV�

$V�GLVFXVVHG�LQ�5HFRPPHQGDWLRQ�������WKH�WKLQ�FDSLWDOLVDWLRQ�UXOH�IRU�ILQDQFLDO

LQVWLWXWLRQV�WKDW�DUH�VXEMHFW�WR�FDSLWDO�DGHTXDF\�UHTXLUHPHQWV��LQFOXGLQJ�LQ�WKHLU

KRPH�MXULVGLFWLRQ��ZLOO�EH�EDVHG�RQ�WKH�FDSLWDO�OHYHOV�UHSRUWHG�IRU�UHJXODWRU\

SXUSRVHV���)RU�IRUHLJQ�EDQN�EUDQFKHV�WKHVH�UXOHV�ZLOO�UHSODFH�WKH�FXUUHQW

QRWLRQDO�HTXLW\�UHTXLUHPHQW�FRQWDLQHG�LQ�WKH�IRUHLJQ�EDQN�EUDQFK�SURYLVLRQV�

7KH�FXUUHQW�UHTXLUHPHQW�FDQ�EH�KDUVKHU�WKDQ�D�WKLQ�FDSLWDOLVDWLRQ�UXOH�EHFDXVH
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LW�GHQLHV�D�SURSRUWLRQ�RI�D�IRUHLJQ�EDQN�EUDQFK·V�LQWHUHVW�GHGXFWLRQ�LUUHVSHFWLYH

RI�WKH�OHYHO�RI�LQWHUHVW�IUHH�FDSLWDO�LQ�$XVWUDOLD�

Financial accounts

7R�DVVLVW�LQ�WKH�FDOFXODWLRQ�RI�WKHLU�SURILWV��EUDQFKHV�ZLOO�EH�UHTXLUHG�WR�SUHSDUH

DQG�VXEPLW�ILQDQFLDO�DFFRXQWV��EDODQFH�VKHHW�DQG�SURILW�DQG�ORVV�DFFRXQW��WKDW

LQFOXGH�GHDOLQJV�ZLWK�RWKHU�SDUWV�RI�WKH�HQWLW\�

Modifying the transfer pricing rules

Recommendation

22.12 Transfer pricing on a self-assessment basis

7KDW�$XVWUDOLD·V�LQWHUQDWLRQDO�WUDQVIHU�SULFLQJ�UXOHV�EH�PRGLILHG�WR�DSSO\

RQ�D�VHOI�DVVHVVPHQW�EDVLV�

&RQVXOWDWLRQ�DQG�VXEPLVVLRQV�VXSSRUWHG�WKLV�DSSURDFK��GLVFXVVHG�LQ�$�3ODWIRUP

IRU�&RQVXOWDWLRQ��SDJHV����������DQG�LQGLFDWHG�WKDW�PDQ\�EXVLQHVVHV�FXUUHQWO\

VHOI�DVVHVV�LQ�SUDFWLFH���7KLV�LV�GHVSLWH�WKH�FXUUHQW�SURYLVLRQV�IRUPDOO\�UHTXLULQJ

WKH�&RPPLVVLRQHU�WR�H[HUFLVH�D�VWDWXWRU\�GLVFUHWLRQ�WR�DSSO\�DQ�DUP·V�OHQJWK

FRQVLGHUDWLRQ�WR�GHDOLQJV�ZKLFK�KDYH�EHHQ�XQGHUWDNHQ�RQ�D�QRQ�DUP·V�OHQJWK

EDVLV�DQG�WKDW�UHGXFH�$XVWUDOLDQ�UHYHQXH��WKDW�LV��ZKHUH�SURILWV�KDYH�EHHQ

VKLIWHG�RIIVKRUH����7KLV�UHFRPPHQGDWLRQ�LV�FRQVLVWHQW�ZLWK�WKH�JHQHUDO

VHOI�DVVHVVPHQW�VWUXFWXUHV�RI�WKH�LQFRPH�WD[�ODZ�

6RPH�VXEPLVVLRQV�DOVR�UDLVHG�WKH�TXHVWLRQ�ZKHWKHU�VHOI�DVVHVVPHQW�IRU�WUDQVIHU

SULFLQJ�VKRXOG�H[WHQG�WR�QRQ�DUP·V�OHQJWK�GHDOLQJV�WKDW�LQFUHDVH�$XVWUDOLDQ

UHYHQXH��WKDW�LV��ZKHUH�SURILWV�KDYH�EHHQ�VKLIWHG�WR�$XVWUDOLD����7KLV�LV�QRW

LQWHUQDWLRQDOO\�DFFHSWHG�SUDFWLFH�DQG�LV�QRW�UHFRPPHQGHG���&RXQWULHV�W\SLFDOO\

RQO\�SURYLGH�IRU�D�UHGXFWLRQ�LQ�WKHLU�WD[�UHYHQXH�DV�D�UHVXOW�RI�WUDQVIHU�SULFLQJ

DGMXVWPHQWV�WKURXJK�'7$V�

Recommendation

22.13 Transfer pricing —  record keeping rules

Contemporaneous documentation of arm’s-length application

�D� 7KDW�JHQHUDO�UHFRUG�NHHSLQJ�UXOHV�EH�H[WHQGHG�WR�REOLJH�WD[SD\HUV

WR�FUHDWH�DQG�NHHS�FRQWHPSRUDQHRXV�GRFXPHQWDWLRQ

GHPRQVWUDWLQJ�DSSOLFDWLRQ�RI�DUP·V�OHQJWK�SULQFLSOHV�
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Penalty provisions to reflect reasonable efforts

�E� 7KDW�SHQDOW\�SURYLVLRQV�EH�PRGLILHG�WR�UHIOHFW�WKH�H[WHQW�WR�ZKLFK

DQ�HQWHUSULVH�KDV�PDGH�UHDVRQDEOH�HIIRUWV�WR�DSSO\�DUP·V�OHQJWK

SULQFLSOHV�

7KH�H[LVWLQJ�UHFRUG�NHHSLQJ�SURYLVLRQV�LQ�WKH�LQFRPH�WD[�ODZ��VHFWLRQ����$�RI

WKH������$FW��GR�QRW�LQFOXGH�DQ\�VSHFLILF�UHIHUHQFH�WR�GRFXPHQWDWLRQ�UHODWLQJ

WR�LQWHUQDWLRQDO�QRQ�DUP·V�OHQJWK�GHDOLQJV���$�UHTXLUHPHQW�IRU

FRQWHPSRUDQHRXV�GRFXPHQWDWLRQ�³�WR�REWDLQ�UHDGLO\�DFFHVVLEOH�GDWD�DQG

HYLGHQFH�WKH�DSSOLFDWLRQ�RI�WKDW�GDWD�WR�WKH�DUP·V�OHQJWK�SULQFLSOH�³�ZRXOG

DVVLVW�PXOWLQDWLRQDO�HQWHUSULVHV�WR�DSSO\�WKH�DUP·V�OHQJWK�SULQFLSOH�XQGHU

VHOI�DVVHVVPHQW���,W�ZRXOG�DOVR�IDFLOLWDWH�VXEVHTXHQW�YDOLGDWLRQ�E\�WKH

&RPPLVVLRQHU�RI�7D[DWLRQ���7KH�FRQWHPSRUDQHRXV�HOHPHQW�FRXOG�DSSO\�ZKHQ

WKH�QRQ�DUP·V�OHQJWK�GHDOLQJ�LV�EHLQJ�HQWHUHG�LQWR�ZKHUH�WUDQVDFWLRQDO

PHWKRGRORJLHV�DUH�XVHG���:KHUH�SURILW�EDVHG�PHWKRGRORJLHV�DUH�XVHG��WKH

FRQWHPSRUDQHRXV�HOHPHQW�FRXOG�RSHUDWH�DW�WKH�WLPH�RI�SUHSDUDWLRQ�RI�WKH

LQFRPH�WD[�UHWXUQ�

$�WD[�VKRUWIDOO�SHQDOW\�XQGHU�WKH�JHQHUDO�SHQDOW\�SURYLVLRQV�ZRXOG�DSSO\�WR

VXSSRUW�WKH�UHTXLUHPHQW�WR�NHHS�FRQWHPSRUDQHRXV�GRFXPHQWDWLRQ�IRU

QRQ�DUP·V�OHQJWK�GHDOLQJV���:KHUH�HQWHUSULVHV�PDNH�REMHFWLYH�HIIRUWV�WR�DSSO\

WKH�DUP·V�OHQJWK�SULQFLSOH�EXW�GR�QRW�VXFFHHG��WKH�JHQHUDO�SHQDOW\�SURYLVLRQV

ZLOO�UHIOHFW�WKHLU�HIIRUWV�DQG�WKH�GLIILFXOWLHV�LQ�DSSO\LQJ�WKH�DUP·V�OHQJWK

SULQFLSOH���5HGXFHG�SHQDOWLHV�ZLOO�DSSO\�ZKHUH�FRQWHPSRUDQHRXV

GRFXPHQWDWLRQ�UHTXLUHPHQWV�DUH�VDWLVILHG���3HQDOWLHV�ZLOO�EH�UHGXFHG�WR�QLO�LQ

FLUFXPVWDQFHV�ZKHUH�WKH�WD[SD\HU�KDV�PDGH�OHJLWLPDWH�DWWHPSWV�WR�GHWHUPLQH

DQ�DUP·V�OHQJWK�SULFH�DQG�FRQWHPSRUDQHRXV�GRFXPHQWDWLRQ�KDV�EHHQ

PDLQWDLQHG�EXW�WKH�&RPPLVVLRQHU�KDV�UHOLHG�RQ�WKH�XVH�RI�FRQILGHQWLDO�GDWD

ZKLFK�LV�QRW�UHDGLO\�DFFHVVLEOH�WR�WKH�WD[SD\HU�

7KH�KLJKHU�SHQDOWLHV�WKDW�DSSO\�ZKHUH�WKH�WD[�VKRUWIDOO�LV�GXH�WR�UHFNOHVVQHVV�RU

LQWHQWLRQDO�GLVUHJDUG�ZRXOG�DOVR�DSSO\�WR�WUDQVIHU�SULFLQJ�DGMXVWPHQWV�

Recommendation
22.14 Transfer pricing —  consequential adjustments

7KDW�DSSURSULDWH�FRQVHTXHQWLDO�DGMXVWPHQWV�EH�DYDLODEOH�WR�DYRLG

GRXEOH�WD[DWLRQ�DULVLQJ�IURP�

�L� $XVWUDOLDQ�WUDQVIHU�SULFLQJ�DGMXVWPHQWV��DQG

�LL� SULFLQJ�DGMXVWPHQWV�PDGH�E\�WD[�WUHDW\�SDUWQHU�FRXQWULHV�

&XUUHQWO\�FRQVHTXHQWLDO�DGMXVWPHQWV�FDQ�DQG�DUH�PDGH�ZKHUH�DQ�DPRXQW�KDV

EHHQ�LQFOXGHG�LQ�D�WD[SD\HU·V�DVVHVVDEOH�LQFRPH�RU�ZKHUH�D�GHGXFWLRQ�KDV�EHHQ

DGMXVWHG�WR�WDNH�DFFRXQW�RI�GHDOLQJV�FDUULHG�RXW�RQ�DQ�DUP·V�OHQJWK�EDVLV�
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+RZHYHU��WKHUH�LV�QR�OHJLVODWLYH�VXSSRUW�WR�DGMXVW��IRU�H[DPSOH��UR\DOW\

ZLWKKROGLQJ�WD[�ZKHUH�D�UR\DOW\�GHGXFWLRQ�KDV�EHHQ�UHGXFHG�

$XVWUDOLD·V�WD[�WUHDWLHV�LPSRVH�DQ�REOLJDWLRQ�RQ�ERWK�WD[�WUHDW\�SDUWQHUV�WR

UHOLHYH�GRXEOH�WD[DWLRQ�ZKHUH�D�WUDQVIHU�SULFLQJ�DGMXVWPHQW�KDV�EHHQ�PDGH�E\

WKH�RWKHU�FRXQWU\�LQ�DFFRUGDQFH�ZLWK�WKH�WUHDW\���7KHUH�LV�FXUUHQWO\�XQFHUWDLQW\

LQ�WKH�ZD\�WKHVH�SURYLVLRQV�DFKLHYH�WKHLU�DLP�DQG�LQ�VRPH�FDVHV�LQDGHTXDWH

UHOLHI�PD\�UHVXOW��IRU�H[DPSOH��ZKHUH�RQH�RI�WKH�SDUWLHV�LV�LQ�D�ORVV�VLWXDWLRQ��RU

LQ�WKH�UR\DOW\�FDVH�UHIHUUHG�WR�DERYH����/HJLVODWLRQ�LV�QHHGHG�WR�HQVXUH�WKDW�WKH

UHOLHI�IURP�GRXEOH�WD[DWLRQ�PDWFKHV�ZKDW�ZRXOG�KDYH�EHHQ�WKH�RXWFRPH�KDG

WKH�GHDOLQJV�EHHQ�XQGHUWDNHQ�RQ�DQ�DUP·V�OHQJWK�EDVLV�LQ�WKH�ILUVW�SODFH�

Recommendation

22.15 Franking account adjustments to be modified

7KDW�WKH�OLPLWHG�VHFRQGDU\�DGMXVWPHQW�SURYLVLRQV��ZKLFK�SUHYHQW�D

IUDQNLQJ�FUHGLW�DULVLQJ�IURP�WD[�SDLG�DV�D�UHVXOW�RI�D�WUDQVIHU�SULFLQJ

DGMXVWPHQW��EH�PRGLILHG�WR�UHPRYH�WKH�SRWHQWLDO�IRU�GLVDGYDQWDJH�WR

$XVWUDOLDQ�PXOWLQDWLRQDOV�

&XUUHQW�OHJLVODWLRQ�GRHV�QRW�DOORZ�D�IUDQNLQJ�FUHGLW�WR�DULVH�ZKHQ�WD[�LV�SDLG�DV

D�UHVXOW�RI�D�WUDQVIHU�SULFLQJ�DGMXVWPHQW���:KHUH�SURILWV�DUH�VKLIWHG�IURP�D

UHVLGHQW�VXEVLGLDU\�WR�D�IRUHLJQ�SDUHQW�FRPSDQ\��WKH�UHVLGHQW�VXEVLGLDU\�GRHV

QRW�UHTXLUH�D�IUDQNLQJ�FUHGLW�WR�UHOLHYH�WKH�GLVWULEXWLRQ�RI�WKRVH�SURILWV�IURP

GLYLGHQG�ZLWKKROGLQJ�WD[�EHFDXVH�WKH�SURILWV�KDYH�DOUHDG\�OHIW�WKH�FRXQWU\�

%XVLQHVV�UHSUHVHQWDWLYHV�KDYH�DUJXHG�WKDW�WKHVH�SURYLVLRQV�GLVDGYDQWDJH

$XVWUDOLDQ�PXOWLQDWLRQDOV���,Q�FLUFXPVWDQFHV�ZKHUH�QRQ�DUP·V�OHQJWK�GHDOLQJV

KDYH�UHVXOWHG�LQ�SURILWV�EHLQJ�VKLIWHG�IURP�$XVWUDOLD�WR�D�QRQ�UHVLGHQW

VXEVLGLDU\��WKH�SURILWV�UHPDLQ�ZLWKLQ�WKH�JURXS�IRU�UHWXUQ�WR�WKH�$XVWUDOLDQ

SDUHQW�DQG�GLVWULEXWLRQ�DW�VRPH�IXWXUH�WLPH���:KHQ�WKHVH�UHWXUQHG�SURILWV�DUH

GLVWULEXWHG�WKH�FXUUHQW�OHJLVODWLRQ�ZRXOG�UHVXOW�LQ�WKH�GLVWULEXWLRQV�EHLQJ

XQIUDQNHG��HYHQ�WKRXJK�WD[�KDV�LQ�IDFW�EHHQ�SDLG�

7KH�SHUFHLYHG�GLVDGYDQWDJH�WR�$XVWUDOLDQ�PXOWLQDWLRQDOV�FRXOG�EH�DOOHYLDWHG�WR

D�ODUJH�H[WHQW�E\�SURYLGLQJ�D�FDUYH�RXW�IURP�WKH�FXUUHQW�OHJLVODWLRQ�IRU�SURILWV

VKLIWHG�RIIVKRUH�WR�ZKROO\�RZQHG�VXEVLGLDULHV�RI�$XVWUDOLDQ�PXOWLQDWLRQDOV�

7KLV�DSSURDFK�LV�UHODWLYHO\�VLPSOH�EXW�LW�PD\�QRW�GHDO�DGHTXDWHO\�ZLWK�SRWHQWLDO

GLVDGYDQWDJH�WR�RIIVKRUH�MRLQW�YHQWXUH�DUUDQJHPHQWV�

$Q�DOWHUQDWLYH�DSSURDFK�KDV�EHHQ�VXJJHVWHG�ZKLFK�ZRXOG�DSSO\�ZKHUH�SURILWV

KDYH�EHHQ�VKLIWHG�IURP�$XVWUDOLD�LQ�FLUFXPVWDQFHV�HTXLYDOHQW�WR�D�GLVWULEXWLRQ

WR�D�QRQ�UHVLGHQW�SDUHQW�FRPSDQ\���8QGHU�WKLV�DSSURDFK�DQ�LPSXWDWLRQ�FUHGLW

ZRXOG�DULVH�IURP�SD\PHQW�RI�WKH�WD[�DQG�DQ�LPSXWDWLRQ�GHELW�ZRXOG�DULVH�IURP

WKH�SD\PHQW�RI�D�¶GHHPHG�GLYLGHQG·���7KLV�DFKLHYHV�WKH�VDPH�UHVXOW�DV�WKH
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FXUUHQW�OHJLVODWLRQ�EXW�GRHV�QRW�GLVDGYDQWDJH�$XVWUDOLDQ�PXOWLQDWLRQDOV�DV�D

GLYLGHQG�LV�QRW�GHHPHG�ZKHUH�SURILWV�DUH�VKLIWHG�WR�D�VXEVLGLDU\�

7R�HQVXUH�SDULW\�ZLWK�WKH�¶GHHPHG�GLYLGHQG·�DSSURDFK��RWKHU�PHFKDQLVPV�DUH

QHHGHG�WR�GHDO�ZLWK�FLUFXPVWDQFHV�ZKHUH�SURILWV�DUH�VKLIWHG�IURP�DQ�$XVWUDOLDQ

UHVLGHQW�FRPSDQ\�WR�DQ�RIIVKRUH�VXEVLGLDU\�RU�VLVWHU�FRPSDQ\���,Q�WKHVH

FLUFXPVWDQFHV�WKH�SURILWV�VKLIWHG�ZRXOG�QRW�EH�LQ�WKH�QDWXUH�RI�D�GLYLGHQG�

0HFKDQLVPV�XVHG�E\�RWKHU�FRXQWULHV�LQFOXGH�UHSDWULDWLRQ�RI�WKH�WUDQVIHUUHG

SURILWV�WR�WKH�SDUHQW��D�GHHPHG�LQMHFWLRQ�RI�HTXLW\�LQ�D�VXEVLGLDU\�RU�D�GHHPHG

ORDQ�WR�D�VLVWHU�FRPSDQ\���&RPSOH[�RZQHUVKLS�UXOHV�DUH�DOVR�XVHG�WR�SUHYHQW

DYRLGDQFH�WKURXJK�UH�URXWLQJ�RI�SURILWV�

Recommendation

22.16 Transfer pricing —  further improvements to administration

7KDW�IXUWKHU�OHJLVODWLYH�FKDQJHV�EH�GHYHORSHG�WR�LPSURYH�DGPLQLVWUDWLYH

DUUDQJHPHQWV�IRU�WUDQVIHU�SULFLQJ�

$�QXPEHU�RI�RWKHU�LVVXHV��VRPH�RXWOLQHG�LQ�$�3ODWIRUP�IRU�&RQVXOWDWLRQ

�SDJHV�����������FRXOG�EH�IXUWKHU�GHYHORSHG�ZLWK�WKH�REMHFWLYH�RI�SURYLGLQJ�D

FOHDUHU�OHJLVODWLYH�IUDPHZRUN�IRU�LPSURYLQJ�DGPLQLVWUDWLYH�DUUDQJHPHQWV�IRU

WUDQVIHU�SULFLQJ���7KHVH�LVVXHV�LQFOXGH�

� WKH�XVHIXOQHVV�RI�SURYLVLRQV�WR�VXSSRUW�DQG�FODULI\�WKH�RSHUDWLRQ�RI�DGYDQFH

SULFLQJ�DUUDQJHPHQWV�

� KRZ�WR�LPSURYH�GRPHVWLF�DQG�LQWHUQDWLRQDO�GLVSXWH�UHVROXWLRQ�PHFKDQLVPV

IRU�WUDQVIHU�SULFLQJ�LVVXHV�

� UXOHV�WR�OLQN�WUDQVIHU�SULFHV�IRU�FXVWRPV�DQG�LQFRPH�WD[�SXUSRVHV�

� D�OHJLVODWLYH�UHTXLUHPHQW�WR�XVH�WKH�PRVW�DSSURSULDWH�PHWKRGRORJ\�DQG

ZKHWKHU�LQWHUQDWLRQDOO\�DFFHSWDEOH�PHWKRGRORJLHV��ERWK�WUDQVDFWLRQ�DQG

SURILW��VKRXOG�EH�LGHQWLILHG�ZLWK�VRPH�FULWHULD�IRU�VHOHFWLRQ�RI�WKH�PRVW

DSSURSULDWH�PHWKRGRORJ\��DQG

� WKH�WUHDWPHQW�RI�LQWHUHVW�IUHH�ORDQV�SURYLGHG�E\�DQ�$XVWUDOLDQ�UHVLGHQW�WR

IXQG�RIIVKRUH�RSHUDWLRQV�DQG�FRQVLVWHQF\�ZLWK�WKH�DSSOLFDWLRQ�RI�WKH�WKLQ

FDSLWDOLVDWLRQ�UXOHV�
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Foreign expatriates and residents
departing Australia

Recommendation
22.17 Non-residents’ salary and wage income in Australia

7KDW�QRQ�UHVLGHQWV·�VDODU\�DQG�ZDJH�LQFRPH�EH�VXEMHFW�WR�D�ILQDO

ZLWKKROGLQJ�WD[�DW�WKH�FRPSDQ\�UDWH��VHH�5HFRPPHQGDWLRQ������IRU

IXUWKHU�GHWDLOV�RQ�WKH�ZLWKKROGLQJ�DUUDQJHPHQWV��

7KH�JOREDOLVDWLRQ�RI�FDSLWDO�PDUNHWV�LV�EHLQJ�DFFRPSDQLHG�E\�WKH�JOREDOLVDWLRQ

RI�UHODWHG�PDUNHWV��VXFK�DV�PDUNHWV�IRU�LQQRYDWLYH�WHFKQRORJLHV�DQG�VNLOOHG

ODERXU�

$XVWUDOLD·V�WD[DWLRQ�UXOHV��LQFOXGLQJ�LWV�'7$V��VKRXOG�QRW�UHVXOW�LQ�XQUHOLHYHG

GRXEOH�WD[DWLRQ��RU�QRQ�WD[DWLRQ��RI�WKH�LQFRPH�RI�SHRSOH�ZKR�PRYH�EHWZHHQ

$XVWUDOLD�DQG�RWKHU�FRXQWULHV�LQ�WKH�FRXUVH�RI�WKHLU�HPSOR\PHQW�³�DQG�QRW

LPSRVH�H[FHVVLYH�FRVWV�RQ�ORFDO�EXVLQHVVHV�HPSOR\LQJ�IRUHLJQ�H[SDWULDWHV�

7KUHH�VSHFLILF�EXVLQHVV�WD[�UHFRPPHQGDWLRQV�DUH�PDGH�EHORZ�LQ�UHODWLRQ�WR

IRUHLJQ�H[SDWULDWHV�DQG�UHVLGHQWV�GHSDUWLQJ�$XVWUDOLD���+RZHYHU��D�ZLGHU�UHYLHZ

RI�SHUVRQDO�WD[DWLRQ�LVVXHV�PD\�LGHQWLI\�RWKHU�FKDQJHV�ZKLFK�QHHG�WR�EH�PDGH

WR�HQVXUH�WKDW�$XVWUDOLD·V�WD[�DUUDQJHPHQWV�DUH�DSSURSULDWHO\�WUHDWLQJ

LQWHUQDWLRQDOO\�PRELOH�H[HFXWLYHV�DQG�VNLOOHG�HPSOR\HHV�JHQHUDOO\�

1RQ�UHVLGHQWV·�SHUVRQDO�VHUYLFHV�LQFRPH�LQ�WKH�IRUP�RI�ZDJHV�DQG�VDODULHV�LV

FXUUHQWO\�JHQHUDOO\�WD[HG�XVLQJ�WKH�SURJUHVVLYH�WD[�UDWH�VFDOH�³�EXW�H[FOXGLQJ

WKH�]HUR�EUDFNHW�DQG�ORZHU�UDWHV�DYDLODEOH�WR�UHVLGHQWV���7KDW�PHDQV�WKDW�IURP

��-XO\������WKH�WD[�UDWHV�RQ�WKLV�LQFRPH�ZLOO�YDU\�IURP����SHU�FHQW�WR

���SHU�FHQW���7KH�SHRSOH�³�LQFOXGLQJ�IRUHLJQ�H[SDWULDWHV�³�HDUQLQJ�WKLV

LQFRPH�DUH�OLNHO\�WR�EH�VXEMHFW�WR�IXUWKHU�WD[DWLRQ�LQ�WKHLU�KRPH�FRXQWU\�

SHUKDSV�ZLWK�D�FUHGLW�IRU�$XVWUDOLDQ�WD[�

$XVWUDOLD·V�WRS�UDWH�RI����SHU�FHQW�PD\�EH�WRR�KLJK�IRU�$XVWUDOLD·V�WD[�WR�EH

IXOO\�FUHGLWDEOH���)XUWKHUPRUH��WD[DWLRQ�RQ�D�SURJUHVVLYH�VFDOH�LV�JHQHUDOO\�RQO\

DSSURSULDWH�IRU�WKH�FRXQWU\�LQ�ZKLFK�D�SHUVRQ�LV�UHVLGHQW���7KH�SUDFWLFDO�IRUFH

RI�WKLV�LV�LOOXVWUDWHG�ZKHUH�D�QRQ�UHVLGHQW�KDV�QRQ�$XVWUDOLDQ�LQFRPH�³�LW�LV

QRW�SUDFWLFDO�IRU�$XVWUDOLD�WR�WDNH�WKDW�LQFRPH�LQWR�DFFRXQW�ZKHQ�OHY\LQJ�WD[�

DQG�RQO\�WKHLU�FRXQWU\�RI�UHVLGHQFH�FDQ�WDNH�DFFRXQW�RI�ZRUOGZLGH�LQFRPH�LQ

GHWHUPLQLQJ�DQ�DSSURSULDWH�WD[�UDWH�

7KXV��WKH�UHFRPPHQGDWLRQ�WR�IL[�WKH�UDWH�RQ�QRQ�UHVLGHQW�LQFRPH�DW�WKH

FRPSDQ\�UDWH�VKRXOG�EH�RI�VLJQLILFDQW�EHQHILW�WR�WKRVH�QRQ�UHVLGHQWV

WHPSRUDULO\�SURYLGLQJ�H[SHUWLVH�WR�EXVLQHVV�LQ�$XVWUDOLD���0DNLQJ�WKH�FRPSDQ\

UDWH�D�ILQDO�WD[�IRU�ZDJHV�DQG�VDODULHV�VKRXOG�DOVR�DVVLVW�JUHDWO\�ZLWK

VLPSOLILFDWLRQ�RI�FRPSOLDQFH�DQG�DGPLQLVWUDWLRQ�
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Recommendation

22.18 Foreign expatriates —  pre-residence assets and liabilities

7KDW�LQGLYLGXDOV�ZKR�HQWHU�$XVWUDOLD�RQ�D�WHPSRUDU\�HQWU\�SHUPLW��

ZKHUH�WKH�YLVD�LV�IRU�IRXU�RU�IHZHU�\HDUV·�GXUDWLRQ�³�DQG�EHFRPH

UHVLGHQWV�IRU�WD[�SXUSRVHV�IRU�WKH�ILUVW�WLPH�EH�H[HPSW�IURP�

�L� $XVWUDOLDQ�WD[�RQ�IRUHLJQ�VRXUFH�LQFRPH�GHULYHG�IURP�WKH

RZQHUVKLS�RI�SUH�UHVLGHQFH�DVVHWV��DQG

�LL� $XVWUDOLDQ�LQWHUHVW�ZLWKKROGLQJ�WD[�RQ�LQWHUHVW�SD\PHQWV�LQ�UHVSHFW

RI�SUH�UHVLGHQFH�OLDELOLWLHV�

7KH�FXUUHQW�WD[DWLRQ�WUHDWPHQW�RI�IRUHLJQ�H[SDWULDWHV�ZKR�EHFRPH�WHPSRUDULO\

UHVLGHQW�LQ�$XVWUDOLD�IRU�WD[�SXUSRVHV�FRXOG�GLVFRXUDJH�VRPH�PXOWLQDWLRQDO

HQWHUSULVHV��SDUWLFXODUO\�VNLOO�LQWHQVLYH�EXVLQHVVHV��IURP�ORFDWLQJ�LQ�$XVWUDOLD�

)RU�H[DPSOH��XQWLO�UHFHQWO\�D�QXPEHU�RI�IRUHLJQ�H[SDWULDWHV�UHOLHG�RQ�¶UXOHV�RI

WKXPE·�VXSSOLHG�E\�WD[�DGYLVRUV�WR�FODVVLI\�WKHPVHOYHV�DV�QRQ�UHVLGHQWV�IRU�WD[

SXUSRVHV���$�UHFHQW�$72�UXOLQJ�LV�LQWHQGHG�WR�SURYLGH�FOHDUHU�JXLGHOLQHV

FRQFHUQLQJ�WKH�UHVLGHQF\�UXOHV�XQGHU�WKH�FXUUHQW�LQFRPH�WD[�ODZ�IRU�DOO�W\SHV�RI

LQGLYLGXDOV�HQWHULQJ�$XVWUDOLD���7KLV�PD\�KDYH�OHG�WR�PRUH�IRUHLJQ�H[SDWULDWHV�

VXFK�DV�H[HFXWLYHV��EHFRPLQJ�UHVLGHQWV�IRU�WD[�SXUSRVHV���$V�PDQ\�HPSOR\HUV

DJUHH�WR�SD\�WD[�RQ�H[SDWULDWHV·�EHKDOI��WKH�UXOLQJ�PD\�UHVXOW�LQ�KLJKHU�FRVWV�WR

EXVLQHVVHV�ZLVKLQJ�WR�HPSOR\�H[SDWULDWHV�

2Q�WDNLQJ�XS�UHVLGHQFH�LQ�$XVWUDOLD�H[HFXWLYHV�DQG�RWKHU�NH\�SHUVRQQHO�DUH

OLNHO\�WR�RZQ�RYHUVHDV�LQYHVWPHQWV�DQG�KRXVLQJ�WKDW�ZLOO�SURGXFH�LQFRPH�WKDW

ZLOO�EHFRPH�WD[DEOH�LQ�$XVWUDOLD�HYHQ�LI�WKH�H[HFXWLYHV�DUH�KHUH�IRU�OHVV�WKDQ

IRXU�\HDUV���7D[LQJ�WKH�LQFRPH�IURP�WKHVH�SUH�UHVLGHQFH�LQYHVWPHQWV�DW

$XVWUDOLD·V�WRS�UDWH�RI�SHUVRQDO�WD[�FRXOG�LQFUHDVH�WKH�RYHUDOO�WD[�EXUGHQ�DQG

GHWHU�WKH�H[HFXWLYHV�IURP�WDNLQJ�XS�RSSRUWXQLWLHV�LQ�$XVWUDOLD�

7KH�UHFRPPHQGDWLRQ�ZLOO�KHOS�DGGUHVV�WKHVH�FXUUHQW�GHWHUUHQWV�WR�ORFDWLQJ�LQ

$XVWUDOLD���0RGLI\LQJ�WKH�WD[�FRQVHTXHQFHV�RI�UHORFDWLQJ�NH\�VWDII�WR�$XVWUDOLD

DV�SURSRVHG�FRXOG�IDFLOLWDWH�$XVWUDOLD·V�JURZWK�DV�D�ILQDQFLDO�FHQWUH���7KH

SURSRVDO�LQ�5HFRPPHQGDWLRQ�������WR�VXEMHFW�QRQ�UHVLGHQWV·�ZDJH�DQG�VDODU\

LQFRPH�WR�WKH�FRPSDQ\�UDWH�RI�WD[�VKRXOG�DOVR�HQFRXUDJH�QRQ�UHVLGHQWV�WR�WDNH

XS�WHPSRUDU\�RSSRUWXQLWLHV�LQ�$XVWUDOLD�

Recommendation
22.19 Residents departing Australia —  employee share schemes

Restoration of employee share discounts to taxable income

�D� 7KDW��LQ�WKH�LQFRPH�\HDU�DQ�HPSOR\HH�FHDVHV�WR�EH�DQ�$XVWUDOLDQ

UHVLGHQW��WKH�WD[DEOH�LQFRPH�RI�WKH�HPSOR\HH�LQFOXGH�WKH�YDOXH�RI
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VKDUH�GLVFRXQWV�JLYHQ�WR�WKH�HPSOR\HH�XQGHU�D�¶TXDOLI\LQJ·

HPSOR\HH�VKDUH�VFKHPH�ZKLOH�D�UHVLGHQW�

Employee shares derived from service in more than one
country

�E� 7KDW�WKH�DSSURSULDWHQHVV�RI�WKH�FXUUHQW�UXOHV�IRU�WD[LQJ�HPSOR\HH

VKDUHV�DQG�ULJKWV�ZKLFK�UHODWH�WR�VHUYLFH�LQ�PRUH�WKDQ�RQH�FRXQWU\

EH�UHYLHZHG�³�SRVVLEO\�OHDGLQJ�WR�FKDQJHV�WR�$XVWUDOLD·V�'7$V�

8QGHU�FXUUHQW�ODZ��WD[�RQ�D�GLVFRXQW�JLYHQ�WR�DQ�HPSOR\HH�LQ�UHODWLRQ�WR

¶TXDOLI\LQJ·�VKDUHV�RU�ULJKWV�DFTXLUHG�XQGHU�DQ�HPSOR\HH�VKDUH�VFKHPH�PD\�EH

GHIHUUHG�IRU�XS�WR����\HDUV�XQOHVV�D�¶FHVVDWLRQ�WLPH·�HYHQW�RFFXUV��IRU�H[DPSOH

D�ULJKW�LV�H[HUFLVHG��RU�D�VKDUH�LV�VROG��RU�WKH�HPSOR\HH�FHDVHV�WR�EH�HPSOR\HG

E\�WKH�HPSOR\HU�SURYLGLQJ�WKH�VFKHPH����&HDVLQJ�WR�EH�DQ�$XVWUDOLDQ�UHVLGHQW

IRU�WD[�SXUSRVHV�LV�QRW�FXUUHQWO\�FRQVLGHUHG�D�¶FHVVDWLRQ�WLPH·�HYHQW���,I�WKH

VKDUHV�RU�ULJKWV�ZHUH�JUDQWHG�ZKLOH�WKH�HPSOR\HH�ZDV�D�UHVLGHQW�LW�LV

DSSURSULDWH�WR�WULJJHU�WD[�ZKHQ�WKH�HPSOR\HH�FHDVHV�WR�EH�D�UHVLGHQW�WR

IDFLOLWDWH�FROOHFWLRQ�RI�WKH�WD[�

0RUH�FRPSOLFDWHG�LVVXHV�DULVH�ZKHUH�VKDUHV�RU�ULJKWV�UHODWH�WR�VHUYLFH�LQ�PRUH

WKDQ�RQH�FRXQWU\�ZKHWKHU�WKH�HPSOR\HH�LV�D�UHVLGHQW�RU�D�QRQ�UHVLGHQW���7KH

GHYHORSPHQW�RI�DSSURSULDWH�UXOHV�PD\�UHTXLUH�ELODWHUDO�DJUHHPHQW�ZLWK�RWKHU

UHYHQXH�DXWKRULWLHV�ZLWKLQ�WKH�IUDPHZRUN�RI�RXU�'7$V��IROORZLQJ�FRQVXOWDWLRQ

ZLWK�EXVLQHVV�

Recommendation

22.20 Residents departing Australia —  security for deferred capital
gains liability

7KDW�WR�SURYLGH�VRPH�DVVXUDQFH�WKDW�GHIHUUHG�FDSLWDO�JDLQV�WD[�LV

HYHQWXDOO\�SDLG�ZKHQ�UHOHYDQW�DVVHWV�DUH�GLVSRVHG�RI��D�UHVLGHQW�ZKR

HOHFWV�WR�GHIHU�FDSLWDO�JDLQV�WD[�ZKHQ�FHDVLQJ�WR�EH�DQ�$XVWUDOLDQ

UHVLGHQW�EH�UHTXLUHG�WR�JLYH�DSSURSULDWH�VHFXULW\�WR�WKH�$XVWUDOLDQ

7D[DWLRQ�2IILFH�

$V�D�JHQHUDO�UXOH�WD[SD\HUV�DUH�OLDEOH�IRU�FDSLWDO�JDLQV�WD[�RQ�DFFUXHG�EXW

XQUHDOLVHG�JDLQV�RQ�FHUWDLQ�DVVHWV�WKDW�WKH\�KROG�DW�WKH�WLPH�WKH\�FHDVH�WR�EH�D

UHVLGHQW���+RZHYHU��D�WD[SD\HU�ZKR�FHDVHV�WR�EH�D�UHVLGHQW�PD\�HOHFW�WR�GHIHU

SD\PHQW�RI�WKHLU�FDSLWDO�JDLQV�WD[�OLDELOLW\�XQWLO�GLVSRVDO�RI�WKH�DVVHW�

7KHUH�LV�FXUUHQWO\�D�ULVN�WKDW�SURYLVLRQV�IRU�WKH�GHIHUUDO�RI�FDSLWDO�JDLQV�WD[�DQG

GHIHUUDO�RI�WD[�LQ�UHODWLRQ�WR�EHQHILWV�XQGHU�HPSOR\HH�VKDUH�VFKHPHV�FRXOG�EH

XVHG�E\�IRUHLJQ�H[SDWULDWHV�DQG�RWKHU�WD[SD\HUV�FHDVLQJ�WR�EH�UHVLGHQWV�WR�DYRLG

$XVWUDOLDQ�WD[�REOLJDWLRQV�
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&DQDGD�KDV�UHFHQWO\�UHOHDVHG��'HFHPEHU�������OHJLVODWLYH�SURSRVDOV�LQ�UHODWLRQ

WR�WD[SD\HU�PLJUDWLRQ�ZKLFK�DUH�GHVLJQHG�WR�HQKDQFH�&DQDGD·V�DELOLW\�WR

HIIHFWLYHO\�WD[�HPLJUDQWV·�&DQDGLDQ�VRXUFH�JDLQV���$�IHDWXUH�RI�WKH�SURSRVDOV�LV

WKDW�HPLJUDQWV�WKDW�GR�QRW�SD\�WD[�RQ�WKH�JDLQV�SULRU�WR�WKHLU�GHSDUWXUH�DUH

UHTXLUHG�WR�SURYLGH�DSSURSULDWH�VHFXULW\�WR�5HYHQXH�&DQDGD���7KH�5HYLHZ

FRQVLGHUV�WKDW�WKLV�DSSURDFK�VKRXOG�EH�DGRSWHG�LQ�$XVWUDOLD�

Improving Australia’s Double Taxation
Agreements

Recommendation
22.21 Lower rates of DWT on non-portfolio investment

7KDW�LQ�QHJRWLDWLQJ�'RXEOH�7D[DWLRQ�$JUHHPHQWV��$XVWUDOLD�HQGHDYRXU

WR�UHGXFH�GLYLGHQG�ZLWKKROGLQJ�WD[�UDWHV�RQ�QRQ�SRUWIROLR�LQYHVWPHQW�

6HYHUDO�VXEPLVVLRQV�VWUHVVHG�WKH�LPSRUWDQFH�RI�'7$�LVVXHV��SDUWLFXODUO\

VHHNLQJ�D�UHGXFWLRQ�LQ�IRUHLJQ�':7�UDWHV���7KH�5HYLHZ�VKDUHV�WKDW�YLHZ��EXW

DOVR�QRWHV�WKDW�VLQFH�'7$V�DUH�ELODWHUDO�DJUHHPHQWV�LW�LV�QHFHVVDU\�WR�JDLQ�WKH

DJUHHPHQW�RI�RWKHU�FRXQWULHV�WR�FRPPHQFH�QHJRWLDWLRQV�DQG�WR�UHDFK�DQ

RXWFRPH�WKDW�SURYLGHV�QHW�EHQHILWV�WR�ERWK�FRXQWULHV�

*OREDOLVDWLRQ�KDV�SURYLGHG�RSSRUWXQLWLHV�IRU�$XVWUDOLDQ�FRPSDQLHV�WR�H[SDQG

RIIVKRUH�IRU�WKHLU�RZQ�DQG�$XVWUDOLD·V�RYHUDOO�EHQHILW���7KH�LQWHUDFWLRQ�RI�WKLV

WUHQG�DQG�WKH�LPSXWDWLRQ�V\VWHP�KDV�OHG�WKH�5HYLHZ�WR�UHFRPPHQG�DQ

LPSXWDWLRQ�FUHGLW�IRU�IRUHLJQ�GLYLGHQG�ZLWKKROGLQJ�WD[HV�XS�WR�D����SHU�FHQW

WD[�UDWH��5HFRPPHQGDWLRQ���������)RU�PDQ\�HQWLWLHV��KRZHYHU��IRUHLJQ�GLYLGHQG

ZLWKKROGLQJ�WD[�UHSUHVHQWV�DQ�DGGLWLRQDO�WD[�EXUGHQ�ZKLFK�WKH�LPSXWDWLRQ

PHDVXUH�PD\�QRW�RYHUFRPH��IRU�H[DPSOH��LI�WKH�HQWLW\�DOUHDG\�KDV�XQGLVWULEXWHG

LPSXWDWLRQ�FUHGLWV����+HQFH�D�FRPSOHPHQWDU\�PHDVXUH�ZRXOG�EH�WR�QHJRWLDWH�WR

UHGXFH�WKH�IRUHLJQ�':7�³�EHQHILWLQJ�$XVWUDOLD�VLQFH�PRUH�LQFRPH�LV�UHWXUQHG

KHUH�DQG�VXEMHFW�WR�$XVWUDOLDQ�WD[�

7KH�LQWHUQDWLRQDO�QRUP�IRU�GLYLGHQGV�LV�WR�KDYH�ORZHU�':7�UDWHV�IRU

QRQ�SRUWIROLR�LQYHVWPHQW��W\SLFDOO\���SHU�FHQW�LQ�PRVW�ELODWHUDO�WD[�WUHDWLHV��EXW

ZLWK�VLJQLILFDQW�FDVHV�RI�]HUR�UDWHV�DV�IRU�H[DPSOH�LQ�WKH�(XURSHDQ�8QLRQ��

7KH�GHILQLWLRQ�RI�QRQ�SRUWIROLR�LQYHVWPHQW�YDULHV��EXW�LV�RIWHQ�GHILQHG�DV�D

KROGLQJ�RI�HLWKHU����SHU�FHQW�DQG�JUHDWHU�RI�YRWLQJ�SRZHU��RU����SHU�FHQW�DQG

JUHDWHU�RI�FDSLWDO���7KH�PRWLYDWLRQ�IRU�UHGXFLQJ�':7�UDWHV�LV�WR�IDFLOLWDWH�FURVV

ERUGHU�GLUHFW�LQYHVWPHQW�E\�ORZHULQJ�WKH�WD[�FRVW�RI�UHSDWULDWLRQ�RI�SURILWV

�GLYLGHQGV��DW�WKH�ERUGHU���$�SRVLWLYH�UDWH�VXFK�DV���SHU�FHQW�UHWDLQV�VRPH

VRXUFH�FRXQWU\�WD[DWLRQ�RI�WKRVH�SURILWV�LQ�WKH�KDQGV�RI�VKDUHKROGHUV�
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$XVWUDOLD��UHIOHFWLQJ�LWV�SRVLWLRQ�DV�D�QHW�FDSLWDO�LPSRUWHU��WUDGLWLRQDOO\�VRXJKW�LQ

LWV�'7$V�D�':7�UDWH�RI����SHU�FHQW�RQ�ERWK�QRQ�SRUWIROLR�DQG�SRUWIROLR

GLYLGHQGV���:KHQ�WKH�LPSXWDWLRQ�V\VWHP�ZDV�LQWURGXFHG�LQ�������$XVWUDOLD

XQLODWHUDOO\�UHGXFHG�LWV�':7�RQ�IUDQNHG�GLYLGHQGV�SDLG�WR�QRQ�UHVLGHQWV�WR�QLO�

8QIUDQNHG�GLYLGHQGV�FRQWLQXHG�WR�EH�WD[HG�JHQHUDOO\�DW�D����SHU�FHQW�':7

UDWH���+RZHYHU��$XVWUDOLD·V�'7$V�FRQWLQXHG�WR�DOORZ�LWV�WUHDW\�SDUWQHUV�WR�OHY\

':7�RQ�QRQ�SRUWIROLR�DQG�SRUWIROLR�LQYHVWRUV'�GLYLGHQGV�DW����SHU�FHQW�³
KHQFH�$XVWUDOLDQ�LQYHVWRUV�UHFHLYHG�QR�FRPSOHPHQWDU\�EHQHILW��DOWKRXJK�VRPH

FRXQWULHV��IRU�H[DPSOH�WKH�8.��KDYH�XQLODWHUDOO\�UHPRYHG�':7��

6LQFH������$XVWUDOLD�KDV�VRXJKW�ORZHU�IRUHLJQ�':7�UDWHV�RQ�QRQ�SRUWIROLR

GLYLGHQGV�RQ�WKH�EDVLV�RI�ORZHU�$XVWUDOLDQ�':7�UDWHV�RQ�FHUWDLQ�IUDQNHG

GLYLGHQGV���$XVWUDOLD�KDV�XVHG�WKH�IUDQNHG�XQIUDQNHG�GLVWLQFWLRQ�RQ�LWV�VLGH

ZKLOH�WKH�SRUWIROLR�QRQ�SRUWIROLR�GLVWLQFWLRQ�KDV�EHHQ�XVHG�E\�WKH�RWKHU

FRXQWU\�

7KH�5HYLHZ�FRPPHQGV�WKH�GLUHFWLRQ�RI�WKH�UHFHQW�SROLF\�FKDQJH�DQG

UHFRPPHQGV�WKDW�$XVWUDOLD�VKRXOG�SUHVV�VWUHQXRXVO\�WR�KDYH�IRUHLJQ�WD[�RQ

GLYLGHQGV�RQ�QRQ�SRUWIROLR�LQYHVWPHQW�UHGXFHG�LQ�IXWXUH�7UHDWLHV�

7KLV�ZRXOG�VLJQLILFDQWO\�EHQHILW�$XVWUDOLDQ�LQYHVWPHQW�RIIVKRUH��SDUWLFXODUO\

LQWR�WKH�86�ZKLFK�FXUUHQWO\�OHYLHV�':7�DW����SHU�FHQW�LQ�WKH��QRZ�DJHG��'7$

ZLWK�WKLV�FRXQWU\��EXW�QRW�LQ�PDQ\�RI�LWV�RWKHU�'7$V���7KLV�UHFRPPHQGDWLRQ

KDV�UHFHLYHG�VWURQJ�VXSSRUW�LQ�VXEPLVVLRQV�DQG�FRQVXOWDWLRQV�

,I�WKH�IRUHLJQ�FRXQWU\�DJUHHV�WR�D�UHGXFHG�':7�UDWH�WKHUH�ZLOO�EH�D�FRPSDUDEOH

UHGXFWLRQ�LQ�WKH�LPSXWDWLRQ�FUHGLW�WR�WKH�':7�WKDW�LV�DJUHHG�

,Q�WKH�'7$�QHJRWLDWLRQ�SURFHVV�FRQVLGHUDWLRQ�VKRXOG�DOVR�EH�JLYHQ�WR

SURYLGLQJ�LPSXWDWLRQ�FUHGLWV�IRU�EUDQFK�SURILWV�WD[HV�LPSRVHG�RQ�WKH

UHSDWULDWLRQ�RI�WKRVH�SURILWV�WR�$XVWUDOLD�

Recommendation

22.22 Inclusion of a non-discrimination article

7KDW�$XVWUDOLD�DJUHH�WR�D�QRQ�GLVFULPLQDWLRQ�DUWLFOH��1'$��LQ�IXWXUH

'7$V�LQ�DFFRUGDQFH�ZLWK�LQWHUQDWLRQDO�QRUPV�

$�QRQ�GLVFULPLQDWLRQ�DUWLFOH�LQ�D�'7$�UHTXLUHV��EURDGO\��WKDW�D�QRQ�UHVLGHQW

LQYHVWRU�EH�WUHDWHG�QR�OHVV�IDYRXUDEO\�WKDQ�D�FRPSDUDEOH�UHVLGHQW�LQYHVWRU�LQ�D

FRPSDUDEOH�VLWXDWLRQ���$XVWUDOLD�LV�WKH�RQO\�2(&'�FRXQWU\�ZKLFK�GRHV�QRW

LQFOXGH�D�QRQ�GLVFULPLQDWLRQ�DUWLFOH�LQ�LWV�'7$V���7UDGLWLRQDOO\�WKLV�SRVLWLRQ

ZDV�UHJDUGHG�DV�QHFHVVDU\�WR�SURWHFW�$XVWUDOLD·V�VRXUFH�FRXQWU\�WD[LQJ�ULJKWV

DQG�RXU�QDUURZ�WD[�EDVH�SULRU�WR��������+RZHYHU��D�UHFHQW�LQWHUQDWLRQDO�VWXG\

IRXQG�WKDW�$XVWUDOLD·V�WD[�UXOHV�FRQVWLWXWH�RQH�RI�WKH�OHDVW�GLVFULPLQDWRU\�WD[

UHJLPHV�DSSO\LQJ�WR�QRQ�UHVLGHQWV�
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$XVWUDOLD�VKRXOG�EH�SUHSDUHG�WR�ELQG�LWVHOI�LQ�'7$V�QRW�WR�GLVFULPLQDWH�LQ

UHODWLRQ�WR�WD[DWLRQ�³�SDUWLFXODUO\�JLYHQ�LWV�JRRG�UHFRUG�LQ�WKLV�DUHD���)XUWKHU�

DV�$XVWUDOLDQ�HQWHUSULVHV�H[SDQG�RYHUVHDV��WKH\�ZRXOG�EH�DEOH�WR�UHO\�RQ

UHFLSURFDO�UXOHV�WR�SURWHFW�WKHP�DJDLQVW�WD[�GLVFULPLQDWLRQ�LQ�IRUHLJQ�FRXQWULHV�

$XVWUDOLD·V�FXUUHQW�SRVLWLRQ�RQ�1'$V�KDV�DOVR�PHDQW�WKDW�SURJUHVV�LQ

UHQHJRWLDWLQJ�$XVWUDOLD·V�PDMRU�WD[�WUHDWLHV�KDV�EHHQ�GLIILFXOW��D�FKDQJH�RI�SROLF\

ZLOO�JUHDWO\�DVVLVW�LQ�LPSOHPHQWLQJ�WKH�QH[W�UHFRPPHQGDWLRQ�

,QVHUWLQJ�DQ�1'$�LQ�RXU�IXWXUH�'7$V�PD\�UHTXLUH�$XVWUDOLD�WR�H[WHQG�D�VPDOO

QXPEHU�RI�WD[�PHDVXUHV�WR�QRQ�UHVLGHQW�LQYHVWRUV���)RU�H[DPSOH��LW�PD\�EH

QHFHVVDU\�WR�H[WHQG�5	'�FRQFHVVLRQV�WR�EUDQFKHV���+RZHYHU��$XVWUDOLD�LQ

FRPPRQ�ZLWK�PDQ\�RWKHU�FRXQWULHV�ZRXOG�FRQWLQXH�WR�SUHVHUYH�PHDVXUHV�VXFK

DV�WKLQ�FDSLWDOLVDWLRQ�SURYLVLRQV�WKDW�HQVXUH�WKDW�QRQ�UHVLGHQWV�SD\�WKHLU�IDLU

VKDUH�RI�$XVWUDOLDQ�WD[�

Recommendation

22.23 Priority for DTAs with major trading partners

7KDW�SULRULW\�EH�JLYHQ�WR�UHQHJRWLDWLQJ�DJLQJ�'7$V�ZLWK�PDMRU�WUDGLQJ

SDUWQHUV�WR�PDNH�WKHP�FRQVLVWHQW�ZLWK�$XVWUDOLD·V�FXUUHQW�'7$�SROLF\

DQG�ZLWK�GHFLVLRQV�FRQFHUQLQJ�WD[�UHIRUP�

$XVWUDOLD·V�'7$V�ZLWK�WKH�8.�DQG�-DSDQ�GDWH�WR������DQG������UHVSHFWLYHO\�

$OWKRXJK�WKH�FXUUHQW�86�&RQYHQWLRQ�GDWHV�IURP�������HVVHQWLDOO\�LW�UHIOHFWV�D

EDUJDLQ�VWUXFN�LQ�WKH�HDUO\�����V���1RQH�RI�WKHVH�'7$V�SURSHUO\�UHIOHFWV

PRGHUQ�WD[�WUHDW\�SROLF\��DQG�RI�FRXUVH�FDQQRW�UHIOHFW�GHFLVLRQV�\HW�WR�EH�WDNHQ

FRQFHUQLQJ�EXVLQHVV�WD[�UHIRUP���1HLWKHU�GR�WKH\�WDNH�LQWR�DFFRXQW�HPHUJLQJ

WD[�WUHDW\�LVVXHV�VXFK�DV�DUELWUDWLRQ��DVVLVWDQFH�LQ�UHFRYHU\��GDWD�SURWHFWLRQ�DQG

RIIVKRUH�DFWLYLWLHV���6LQFH�$XVWUDOLD�KDV�PDMRU�HFRQRPLF�OLQNV�ZLWK�WKHVH

FRXQWULHV��SULRULW\�VKRXOG�EH�JLYHQ�WR�UHQHJRWLDWLQJ�WKHVH�'7$V�DIWHU�WKH

EXVLQHVV�WD[�UHIRUP�PHDVXUHV�DUH�LPSOHPHQWHG�

Recommendation
22.24 Review of DTA policy

7KDW�WR�DVVLVW�$XVWUDOLD·V�FRPSHWLWLYHQHVV��$XVWUDOLD·V�RYHUDOO�'7$�SROLF\

EH�UHYLHZHG�LQ�RUGHU�WR�HQVXUH�WKDW�LW�UHIOHFWV�D�EDODQFHG�WD[DWLRQ�RI

LQWHUQDWLRQDO�LQYHVWPHQW�DQG�FKDQJHG�LQYHVWPHQW�SDWWHUQV�

&XUUHQW�'7$�SROLF\�SODFHV�JUHDWHU�HPSKDVLV�RQ�VRXUFH�FRXQWU\�WD[LQJ�ULJKWV

WKDQ�GRHV�WKH�2(&'�0RGHO�&RQYHQWLRQ���7KLV�UHIOHFWV�WKDW�$XVWUDOLD�KDV

WUDGLWLRQDOO\�EHHQ�D�QHW�FDSLWDO�LPSRUWHU���)RU�H[DPSOH��LQ�WKH�ILUVW�KDOI�RI�WKH

����V��$XVWUDOLDQ�LQYHVWPHQW�DEURDG�ZDV�RQO\����WR����SHU�FHQW�RI�WKH�YROXPH

RI�IRUHLJQ�LQYHVWPHQW�LQ�$XVWUDOLD���&XUUHQWO\��$XVWUDOLDQ�LQYHVWPHQW�DEURDG�LV
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DERXW����SHU�FHQW�RI�WKH�OHYHO�RI�IRUHLJQ�LQYHVWPHQW�LQ�$XVWUDOLD��VHH�$�6WURQJ

)RXQGDWLRQ��)LJXUH������

7KLV�VXJJHVWV�WKH�QHHG�IRU�D�UHYLHZ�RI�'7$�SROLF\�WR�HQVXUH�WKDW�RXU�'7$V

UHIOHFW�DQ�DSSURSULDWH�EDODQFH�RI�VRXUFH�DQG�UHVLGHQFH�EDVHG�WD[LQJ�ULJKWV�WKDW

ZLOO�HQFRXUDJH�ERWK�LQERXQG�DQG�RXWERXQG�LQYHVWPHQW�

&KDQJHV�WR�HQWLW\�WD[DWLRQ�LQ�SDUWLFXODU�DV�D�UHVXOW�RI�WD[�UHIRUP�ZLOO�JLYH�ULVH�WR

D�QXPEHU�RI�'7$�LVVXHV���7KH�UHIRUPV�SURSRVHG�E\�WKH�5HYLHZ�KDYH�EHHQ

GHVLJQHG�JHQHUDOO\�WR�ILW�ZLWK�FXUUHQW�'7$V�JLYHQ�WKDW�LW�ZLOO�WDNH�PDQ\�\HDUV

WR�UHQHJRWLDWH�DOO�RI�$XVWUDOLD·V�FXUUHQW�'7$V���,Q�VRPH�FDVHV��VXFK�DV�WKH

LQWHUQDWLRQDO�WUHDWPHQW�RI�WUXVWV���JUHDWHU�FHUWDLQW\�DQG�PRUH�DSSURSULDWH�UHVXOWV

ZLOO�EH�DFKLHYHG�E\�VHHNLQJ�FKDQJHV�WR�FXUUHQW�'7$V�DV�WKH\�DUH�SURJUHVVLYHO\

UHQHJRWLDWHG�


