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Introduction

A business tax system for Australia’s future

Australia needs a
sound tax system to
support economic
growth in a
globalised world

� $XVWUDOLD�QHHGV�D�VRXQG�WD[�V\VWHP�WR�FRQWULEXWH�WR�WKH

LPSURYHPHQW�LQ�WKH�IXWXUH�OLYLQJ�VWDQGDUGV�RI�DOO�$XVWUDOLDQV���,W�PXVW�EH

FDSDEOH�RI�GHDOLQJ�ZLWK�D�FKDQJLQJ�ZRUOG�HQYLURQPHQW��FKDQJLQJ

WHFKQRORJ\�DQG�FKDQJLQJ�OLIHVW\OHV���,W�PXVW�DOVR�SURYLGH�HQRXJK

UHYHQXH�WR�HQVXUH�WKDW�HVVHQWLDO�*RYHUQPHQW�VHUYLFHV�DUH�DYDLODEOH�WR�DOO

$XVWUDOLDQV�

� $�VRXQG�WD[�V\VWHP�KDV�WR�EH�DERXW�UDLVLQJ�UHYHQXH�LQ�DQ�HTXLWDEOH

DQG�HIILFLHQW�PDQQHU���,W�KDV�WR�EH�DERXW�HFRQRPLF�JURZWK�DQG

LQWHUQDWLRQDO�FRPSHWLWLYHQHVV���,W�KDV�WR�UHZDUG�KDUG�ZRUN��LQQRYDWLRQ

DQG�PHDVXUHG�ULVN�WDNLQJ���6XFK�D�WD[�V\VWHP�ZLOO�KHOS�HQVXUH�WKDW

$XVWUDOLD�KDV�DQ�LQWHUQDWLRQDOO\�FRPSHWLWLYH�HFRQRP\�VR�WKDW�$XVWUDOLDQV

FDQ�HQMR\�LPSURYHG�OLYLQJ�VWDQGDUGV�

� 7KH�LQFUHDVLQJ�JOREDOLVDWLRQ�RI�WKH�ZRUOG�HFRQRP\��GULYHQ�ODUJHO\

E\�WHFKQRORJLFDO�FKDQJH��PHDQV�WKDW�HFRQRPLF�DFWLYLW\�FDQ�IORZ�PRUH

UHDGLO\�WKDQ�LQ�WKH�SDVW�WR�WKH�PRVW�HIILFLHQW�DQG�ORZ�FRVW�ORFDWLRQV�

,QFUHDVLQJO\�$XVWUDOLDQ�EXVLQHVVHV�ZLOO�EH�ZRUOG�EXVLQHVVHV�DQG�LW�LV

HVVHQWLDO�IRU�$XVWUDOLD·V�IXWXUH�WKDW�$XVWUDOLDQV�KDYH�WKH�RSSRUWXQLW\�WR

RZQ�DQG�ZRUN�LQ�VXFFHVVIXO�EXVLQHVVHV�LQ�WKDW�HQYLURQPHQW���7KLV�PHDQV

WKDW�WKH�EXVLQHVV�WD[�V\VWHP�PXVW�RSHUDWH�HIIHFWLYHO\�DQG�FRPSHWLWLYHO\

LQ�WKDW�HQYLURQPHQW�

Business taxes are
needed to help
fund Government
expenditures in the
context of
increasing
community
expectations and
changing
demographics

� 7KH�5HYLHZ�KDV�EHHQ�FRQVFLRXV�WKDW�EXVLQHVV�WD[DWLRQ�SOD\V�D

VLJQLILFDQW�SDUW�LQ�UDLVLQJ�WKH�UHYHQXH�QHFHVVDU\�WR�IXQG�WKH�SURYLVLRQ�RI

*RYHUQPHQW�VHUYLFHV���7KH�UHYHQXH�QHXWUDOLW\�FRQVWUDLQW�LQ�WKH�WHUPV�RI

UHIHUHQFH�PHDQV�WKDW�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�LQ�WRWDO�ZLOO�KDYH�WR

PDLQWDLQ�FXUUHQW�OHYHOV�RI�EXVLQHVV�WD[�UHYHQXH���+RZHYHU��LW�LV

LPSRUWDQW�WKDW�WKH�UHVXOWDQW�WD[�V\VWHP�LV�QRW�RQO\�UHYHQXH�QHXWUDO�LQ�WKH

VKRUW�WHUP�EXW�HQVXUHV�WKDW�WKH�EXVLQHVV�WD[�V\VWHP�FRQWLQXHV�WR�PDNH

DQ�DSSURSULDWH�FRQWULEXWLRQ�WR�IXQGLQJ�*RYHUQPHQW�VHUYLFHV�RYHU�WKH

ORQJ�WHUP�

� 7KH�FRPPXQLW\�H[SHFWV�JRYHUQPHQWV�WR�PDLQWDLQ�D�VWURQJ�DQG

VXVWDLQDEOH�VRFLDO�VDIHW\�QHW���,QFUHDVLQJ�FRPPXQLW\�H[SHFWDWLRQV�DQG

GHPRJUDSKLF�FKDQJH�DUH�OLNHO\�WR�SODFH�VLJQLILFDQW�SUHVVXUH�RQ�KHDOWK

DQG�VRFLDO�ZHOIDUH�H[SHQGLWXUHV���5HIRUP�RI�WKH�WD[�V\VWHP�LV�DQ�HVVHQWLDO

VWHS�LQ�HQVXULQJ�WKDW�$XVWUDOLD�JHQHUDWHV�WKH�UHVRXUFHV�WR�PHHW�WKHVH

DVSLUDWLRQV�DQG�UHTXLUHPHQWV�
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� $XVWUDOLD�LV�XQGHUJRLQJ�D�VLJQLILFDQW�GHPRJUDSKLF�WUDQVLWLRQ

DVVRFLDWHG�ZLWK�ORZHU�SRSXODWLRQ�JURZWK�DQG�UHGXFHG�PRUWDOLW\�UDWHV�

%HWZHHQ������DQG������WKH�SRSXODWLRQ�DJHG�RYHU����\HDUV�LV�H[SHFWHG�WR

ULVH�UDSLGO\���$V�D�SURSRUWLRQ�RI�WKH�WRWDO�SRSXODWLRQ�WKLV�JURXS�LQFUHDVHV

IURP�DERXW����SHU�FHQW�LQ������WR����SHU�FHQW�LQ������DQG�DURXQG

���SHU�FHQW�LQ���������%DVHG�RQ�GHPRJUDSKLF�WUHQGV�DQG�KLVWRULFDO

JURZWK�UDWHV��WKH�1DWLRQDO�&RPPLVVLRQ�RI�$XGLW�5HSRUW�LQ�����

HVWLPDWHG�WKDW�WRWDO�KHDOWK�H[SHQGLWXUH�ZLOO�LQFUHDVH�E\�����SHU�FHQW�RI

*'3�DQG�WKDW�WKH�DJH�SHQVLRQV�ZLOO�LQFUHDVH�E\�����SHU�FHQW�RI�*'3�E\

������

Background to the Review

The Review was to
take as its starting
point the proposals
outlined by the
Government in
A New Tax System

� 7KH�*RYHUQPHQW�DQQRXQFHG�LWV�RYHUDOO�WD[�UHIRUP�VWUDWHJ\�ZLWK

WKH�UHOHDVH�RQ�$XJXVW����������RI�WKH�GRFXPHQW��7D[�5HIRUP��QRW�D�QHZ

WD[��D�QHZ�WD[�V\VWHP��NQRZQ�DV�$�1HZ�7D[�6\VWHP���$�1HZ�7D[�6\VWHP

RXWOLQHG�D�VWUDWHJ\�IRU�EXVLQHVV�WD[�UHIRUP�DQG�VRPH�VSHFLILF�UHIRUPV

UHODWLQJ�WR�WKH�WD[DWLRQ�RI�LQFRPH�IURP�HQWLWLHV�

� 7KH�5HYLHZ�RI�%XVLQHVV�7D[DWLRQ�ZDV�VHW�XS�WR�H[DPLQH�WKH

VWUDWHJ\�VSHFLILHG�LQ�$�1HZ�7D[�6\VWHP��DQG�WR�FRQVXOW�RQ�WKH�IUDPHZRUN

RI�UHIRUP�IRU�WD[LQJ�EXVLQHVV�HQWLWLHV�DQG�RQ�WKH�H[WHQW�RI�UHIRUP�IRU

WD[LQJ�EXVLQHVV�LQYHVWPHQWV��UHFRJQLVLQJ�WKH�FXUUHQW�SUREOHPV�DQG�WKH

REMHFWLYHV�IRU�EXVLQHVV�WD[�UHIRUP�LGHQWLILHG�LQ�$�1HZ�7D[�6\VWHP�

� 7KH�5HYLHZ�KDV�EHHQ�FRQGXFWHG�EDVHG�RQ�WKH�*RYHUQPHQW·V

SURSRVDOV�RXWOLQHG�LQ�$�1HZ�7D[�6\VWHP��LQFRUSRUDWLQJ�WKH�SROLF\

GLUHFWLRQV�DGRSWHG�E\�WKH�*RYHUQPHQW�LQ�WKDW�GRFXPHQW��DQG�LQ

DFFRUGDQFH�ZLWK�WKH�WHUPV�RI�UHIHUHQFH�

�� 6RPH�SRLQWV�RI�SDUWLFXODU�QRWH�HPHUJH�IURP�WKH�WHUPV�RI

UHIHUHQFH�

� 7KH�5HYLHZ�ZDV�DVNHG�WR�PDNH�UHFRPPHQGDWLRQV�RQ�WKH

IXQGDPHQWDO�GHVLJQ�RI�WKH�WD[�V\VWHP��WKH�SURFHVVHV�RI�RQJRLQJ

SROLF\�PDNLQJ��GUDIWLQJ�RI�OHJLVODWLRQ�DQG�WKH�DGPLQLVWUDWLRQ�RI

EXVLQHVV�WD[DWLRQ�

� &RQVXOWDWLRQV�E\�WKH�5HYLHZ�DQG�DVVRFLDWHG�UHFRPPHQGDWLRQV�ZHUH

WR�EH�GLUHFWHG�WR�WKH�VWUDWHJ\�IRU�UHIRUP�VSHOW�RXW�LQ�$�1HZ�7D[

6\VWHP�

������������������������������������������������

� $XVWUDOLDQ %XUHDX RI 6WDWLVWLFV �����D� 3RSXODWLRQ 3URMHFWLRQV ���������� $%6 &DW 1R

������� &DQEHUUD�

� 1DWLRQDO &RPPLVVLRQ RI $XGLW ������ 5HSRUW WR WKH &RPPRQZHDOWK *RYHUQPHQW� $*36�

&DQEHUUD�
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� 7KH�5HYLHZ�ZDV�UHTXLUHG�WR�KDYH�UHJDUG�WR�GHYHORSLQJ�DQ

LQWHUQDWLRQDOO\�FRPSHWLWLYH�WD[�WUHDWPHQW�RI�EXVLQHVV�LQYHVWPHQWV��WKH

SRWHQWLDO�EHQHILWV�RI�EULQJLQJ�WD[�YDOXH�DQG�FRPPHUFLDO�YDOXH�FORVHU

WRJHWKHU��DQG�WKH�SRVVLELOLW\�RI�DFKLHYLQJ�D����SHU�FHQW�FRPSDQ\�WD[

UDWH�

� 7KH�5HYLHZ�ZDV�DVNHG�WR�FRQVLGHU�VSHFLILF�RSWLRQV�IRU�UHIRUP�RI

FDSLWDO�JDLQV�WD[�

� ,PSRUWDQWO\��WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�ZHUH�WR�EH�UHYHQXH

QHXWUDO�LQ�UHVSHFW�RI�UHIRUPV�WR�LQYHVWPHQW�DQG�FDSLWDO�JDLQV�WD[�

The Review’s approach to the task

A high level of
community
involvement has
been essential

�� 7KH�5HYLHZ�KDV�VRXJKW�WR�SURPRWH�D�KLJK�OHYHO�RI�FRPPXQLW\

LQYROYHPHQW�LQ�DOO�LWV�SURFHVVHV���7KH�VWUDWHJ\�KDV�EHHQ�WR�SXEOLVK�LVVXHV

SDSHUV�ZKLFK�SURYLGHG�EDFNJURXQG�LQIRUPDWLRQ�DQG�DQDO\VLV�RI�LVVXHV

WKDW�ZHUH�LGHQWLILHG�E\�WKH�5HYLHZ�DQG�WR�VHHN�FRPPXQLW\�UHDFWLRQ�WR

WKRVH�LVVXHV���7KLV�FRPPXQLW\�UHVSRQVH�KDV�WKHQ�VXJJHVWHG�IXUWKHU

DQDO\VLV�DQG�KDV�EHHQ�WDNHQ�LQWR�DFFRXQW�E\�WKH�5HYLHZ�LQ�UHDFKLQJ�LWV

UHFRPPHQGDWLRQV�

The Review
published issues
and information
papers, sought
submissions, and
conducted
extensive public
consultations
through a range of
forums

�� 7KH�5HYLHZ·V�ILUVW�GLVFXVVLRQ�SDSHU��$�6WURQJ�)RXQGDWLRQ��SURYLGHG

VRPH�EDVLF�LQIRUPDWLRQ�DERXW�WKH�GHILFLHQFLHV�LQ�WKH�FXUUHQW�EXVLQHVV

WD[�V\VWHP�DQG�VHW�RXW�VRPH�SRVVLEOH�SULQFLSOHV�WKDW�FRXOG�EH�XVHG�WR

XQGHUSLQ�WKH�SROLF\��OHJLVODWLYH�DQG�DGPLQLVWUDWLYH�GHYHORSPHQW�RI�WKH

EXVLQHVV�WD[�V\VWHP���7KH�SDSHU�DOVR�FDQYDVVHG�SRVVLEOH�UHIRUPV�WR�WKH

ZD\�WKH�WD[�V\VWHP�LV�GHYHORSHG�DQG�PDLQWDLQHG��LQFOXGLQJ�

� D�PRUH�RSHQ�DQG�WUDQVSDUHQW�GHYHORSPHQW�RI�WD[�SROLF\�

� D�PRUH�LQWHJUDWHG�GHVLJQ�SURFHVV��DQG

� PXFK�PRUH�H[WHQVLYH�RSSRUWXQLWLHV�IRU�FRQVXOWDWLRQ�RQ�DOO�DVSHFWV�RI

WKH�WD[�V\VWHP�

�� )ROORZLQJ�WKH�UHOHDVH�RI�WKH�SDSHU��WKH�5HYLHZ�FRQGXFWHG�DQ

H[WHQVLYH�UDQJH�RI�SXEOLF�VHPLQDUV�FRYHULQJ�DOO�FDSLWDO�FLWLHV�DQG�VRXJKW

VXEPLVVLRQV�IURP�WKH�FRPPXQLW\���7KHUH�ZHUH����VXEPLVVLRQV�UHFHLYHG

UHODWLQJ�WR�WKH�LVVXHV�FDQYDVVHG�LQ�$�6WURQJ�)RXQGDWLRQ���'HWDLOV�RI�WKHVH

DUH�VHW�RXW�LQ�$SSHQGL[�%�

�� 7KH�QH[W�SXEOLFDWLRQ�E\�WKH�5HYLHZ�ZDV�DQ�LQIRUPDWLRQ�SDSHU

FRPPLVVLRQHG�E\�WKH�5HYLHZ��$Q��,QWHUQDWLRQDO�3HUVSHFWLYH��ZKLFK�SURYLGHG

GHWDLOHG�LQIRUPDWLRQ�RQ�LQWHUQDWLRQDO�SUDFWLFH�LQ�UHVSHFW�RI�D�ZLGH�UDQJH

RI�EXVLQHVV�WD[�LVVXHV�



Overview

12 A Tax System Redesigned

�� 7KH�5HYLHZ·V�VHFRQG�GLVFXVVLRQ�SDSHU��$�3ODWIRUP�IRU�&RQVXOWDWLRQ�

SURYLGHG�D�GHWDLOHG�DQDO\VLV�RI�WKH�IXOO�UDQJH�RI�LVVXHV�EHIRUH�WKH�5HYLHZ

DQG�FDQYDVVHG�D�UDQJH�RI�SROLF\�RSWLRQV�LQ�UHVSHFW�RI�SDUWLFXODU�LVVXHV�

�� 7KH�UHOHDVH�RI�WKLV�SDSHU�ZDV�IROORZHG�E\�DQRWKHU�SURJUDP�RI

SXEOLF�VHPLQDUV���&RPSOHPHQWLQJ�WKLV�SURJUDP�ZDV�D�VHULHV�RI�IRFXV

JURXS�GLVFXVVLRQV��HDFK�WDUJHWLQJ�D�VSHFLILF�LVVXH���7KH�IRFXV�JURXSV�

FRPSULVLQJ�EXVLQHVV�UHSUHVHQWDWLYHV��DFDGHPLFV�VSHFLDOLVLQJ�LQ�WD[DWLRQ

PDWWHUV��WD[DWLRQ�DGYLVHUV�DQG�SUDFWLWLRQHUV�PHW�ZLWK�WKH�6HFUHWDULDW�DQG�

LQ�VRPH�FDVHV�ZLWK�5HYLHZ�&RPPLWWHH�PHPEHUV��WR�GLVFXVV�WKH�RSWLRQV

SURSRVHG�LQ�WKH�GLVFXVVLRQ�SDSHU���7KH�5HYLHZ�DOVR�FDOOHG�IRU

VXEPLVVLRQV�IURP�WKH�FRPPXQLW\�RQ�WKH�LVVXHV�FDQYDVVHG�LQ�WKH�SDSHU�

7KLV�FRQVXOWDWLYH�SURFHVV�LQYROYHG���SXEOLF�VHPLQDUV�����IRFXV�JURXS

PHHWLQJV�DQG�WKH�UHFHLSW�RI�����VXEPLVVLRQV���7KH�UHVXOWV�RI�WKDW

SURFHVV�KDYH�EHHQ�LQIOXHQWLDO�LQ�LPSURYLQJ�WKH�DQDO\VLV�RI�WKH�LVVXHV�DQG

KDYH�EHHQ�IXOO\�WDNHQ�LQWR�DFFRXQW�E\�WKH�5HYLHZ�LQ�UHDFKLQJ�LWV

MXGJPHQWV�RQ�SDUWLFXODU�LVVXHV�

Consultation is an
essential feature of
the ongoing tax
system

�� ,Q�SDUWLFXODU��WKH�5HYLHZ·V�H[SHULHQFH�ZLWK�WKLV�FRQVXOWDWLYH

SURFHVV�KDV�VHUYHG�WR�FRQILUP�LWV�YLHZ�WKDW�SXEOLF�FRQVXOWDWLRQ�KDV�DQ

HVVHQWLDO�UROH�WR�SOD\�LQ�WKH�GHYHORSPHQW�RI�D�VRXQG�DQG�ZRUNDEOH

EXVLQHVV�WD[�V\VWHP���7KH�5HYLHZ�LV�VWURQJO\�RI�WKH�YLHZ�WKDW�LW�LV

LPSHUDWLYH�WKDW�WKLV�SURFHVV�VKRXOG�EH�D�FRQWLQXLQJ�IHDWXUH�RI�WKH

RQJRLQJ�WD[DWLRQ�V\VWHP���7KLV�ZLOO�QRW�RQO\�SOD\�D�YLWDO�UROH�LQ

LPSURYLQJ�WKH�HIILFLHQF\�DQG�HIIHFWLYHQHVV�RI�WKH�V\VWHP�EXW�LV

VLJQLILFDQW�LQ�EXLOGLQJ�WUXVW�EHWZHHQ�WKH�DGPLQLVWUDWRUV�DQG�WKH�XVHUV�RI

WKH�V\VWHP���,W�DOVR�PDNHV�D�PDMRU�FRQWULEXWLRQ�WR�WKH�XQGHUVWDQGLQJ�RI

WKH�SURSRVDOV�EHLQJ�FRQVLGHUHG�

�� 7KH�5HYLHZ�LV�UHOHDVLQJ�ZLWK�WKLV�UHSRUW�GUDIW�OHJLVODWLRQ�DQG

H[SODQDWRU\�QRWHV�RQ�VRPH�RI�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV���7KLV

OHJLVODWLRQ��DQG�WKH�SROLF\�LW�JLYHV�HIIHFW�WR��KDV�EHHQ�GHYHORSHG�LQ

DFFRUGDQFH�ZLWK�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�UHJDUGLQJ�WKH�SURFHVVHV

IRU�GHYHORSLQJ�SROLF\�DQG�OHJLVODWLRQ�LQ�DQ�LQWHJUDWHG�PDQQHU�ZKLFK

WDNHV�DFFRXQW�RI�SROLF\��OHJLVODWLYH��FRPSOLDQFH�DQG�DGPLQLVWUDWLRQ

LVVXHV�

�� 7KH�OHJLVODWLRQ�DQG�H[SODQDWRU\�QRWHV�VKRXOG�EH�UHJDUGHG�DV�D

VQDSVKRW�RI�ZRUN�LQ�SURJUHVV�UDWKHU�WKDQ�D�ILQDO�SURGXFW���7KH\�KDYH

EHHQ�SURGXFHG�XQGHU�FRQVLGHUDEOH�WLPH�SUHVVXUH�DQG�FRQVHTXHQWO\�KDYH

EHHQ�D�VWHUQ�WHVW�RI�WKH�5HYLHZ·V�SURSRVHG�DSSURDFK���7KH\�DUH�EHLQJ

UHOHDVHG�DV�SDUW�RI�WKH�UHSRUW�WR�LOOXVWUDWH�WKH�RXWFRPHV�RI�WKH�UHIRUPHG

SURFHVVHV�DQG�DV�D�EDVLV�IRU�IXUWKHU�FRQVXOWDWLRQ�
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�� 7KH�XVH�RI�WKH�UHFRPPHQGHG�LQWHJUDWHG�WD[DWLRQ�GHVLJQ�SURFHVV

IRU�WKH�GHYHORSPHQW�RI�WKLV�OHJLVODWLRQ�KDV�FRQYLQFHG�WKH�5HYLHZ�WKDW

WKH�SURSRVHG�UHIRUPV�DUH�OLNHO\�WR�OHDG�WR�VLPSOHU�DQG�PRUH�HIIHFWLYH�WD[

OHJLVODWLRQ�

�� 7KHUH�DUH�FHUWDLQ�PHDVXUHV�WKDW�WKH�5HYLHZ�LV�UHFRPPHQGLQJ

VKRXOG�EH�LPSOHPHQWHG�DKHDG�RI�WKH�PDLQ�ERG\�RI�WKH

UHFRPPHQGDWLRQV���,Q�UHVSHFW�RI�WKHVH�PHDVXUHV��WKH�5HYLHZ�KDV

IRUZDUGHG�WR�WKH�7UHDVXUHU�GUDIW�OHJLVODWLRQ�LQWHQGHG�WR�DPHQG�WKH

FXUUHQW�WD[�OHJLVODWLRQ���7KLV�OHJLVODWLRQ�LV�QHFHVVDULO\�PRUH�FRQVLVWHQW

ZLWK�WKH�FXUUHQW�DSSURDFK�WKDQ�WKDW�SURSRVHG�E\�WKH�5HYLHZ���2QFH�WKH

IXOO�UDQJH�RI�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�DUH�UHIOHFWHG�LQ�QHZ

OHJLVODWLRQ�WKH�DPHQGPHQWV�GHDOLQJ�ZLWK�LQWHULP�PHDVXUHV�ZLOO�EHFRPH

UHGXQGDQW�

Objectives of the Review

Choosing national
objectives as the
focus of the tax
system

�� ,Q�WKH�5HYLHZ·V�ILUVW�LVVXHV�SDSHU��$�6WURQJ�)RXQGDWLRQ��WKH�5HYLHZ

SURSRVHG�WKUHH�QDWLRQDO�REMHFWLYHV�DV�D�IRFXV�IRU�WKH�GHVLJQ�RI�WKH

EXVLQHVV�WD[�V\VWHP���7KH�FRQVXOWDWLYH�SURFHVV�UHYHDOHG�EURDG�VXSSRUW

IRU�WKLV�JHQHUDO�DSSURDFK��DOWKRXJK�PDQ\�VXEPLVVLRQV�HPSKDVLVHG�WKH

QHHG�IRU�FHUWDLQW\�LQ�UHJDUG�WR�WD[DWLRQ�RXWFRPHV���$IWHU�FRQVLGHULQJ�WKH

DUJXPHQWV�SXW�IRUZDUG��WKH�5HYLHZ�LV�UHFRPPHQGLQJ�WKH�DGRSWLRQ�RI

WKH�IROORZLQJ�REMHFWLYHV�

� RSWLPLVLQJ�HFRQRPLF�JURZWK�

� SURPRWLQJ�HTXLW\��DQG

� SURPRWLQJ�VLPSOLFLW\�DQG�FHUWDLQW\�

�� 7KHVH�REMHFWLYHV�XQGHUSLQ�WKH�UHFRPPHQGDWLRQV�WKH�5HYLHZ�LV

PDNLQJ���7KHUH�LV�QR�RQH�WR�RQH�PDWFKLQJ�EHWZHHQ�SDUWLFXODU�REMHFWLYHV

DQG�VSHFLILF�UHFRPPHQGDWLRQV���7KH�QDWXUH�RI�WD[�SROLF\�GHYHORSPHQW�LV

WKDW�MXGJPHQWV�KDYH�WR�EH�PDGH�DQG�DFFHSWHG�DERXW�WUDGH�RIIV�EHWZHHQ

SDUWLFXODU�REMHFWLYHV���+RZHYHU��LW�LV�SRVVLEOH�WR�LGHQWLI\�VRPH�EURDG

FRUUHVSRQGHQFH�

Optimising economic growth

Aligning the tax
system more
closely with
commercial
realities will boost
economic growth

�� 7KH�EXVLQHVV�WD[�V\VWHP�FDQ�VLJQLILFDQWO\�LQIOXHQFH�WKH�HIILFLHQF\

ZLWK�ZKLFK�$XVWUDOLD·V�QDWXUDO�UHVRXUFHV��FDSLWDO�DQG�ODERXU�DUH�XVHG�

8OWLPDWHO\�WKH�OLYLQJ�VWDQGDUGV�RI�DOO�$XVWUDOLDQV�DUH�GHWHUPLQHG�E\�KRZ

ZHOO�ZH�DOORFDWH�DQG�XVH�WKRVH�UHVRXUFHV���&RQVHTXHQWO\�WKH�EXVLQHVV�WD[

V\VWHP�LV�DQ�LPSRUWDQW�LQIOXHQFH�RQ�$XVWUDOLD·V�IXWXUH�HFRQRPLF�JURZWK�
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and create jobs �� $�VWDUWLQJ�SRLQW�IRU�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�KDV�EHHQ�WKDW

WUDQVDFWLRQV�ZLWK�VLPLODU�HFRQRPLF�VXEVWDQFH�VKRXOG�EH�WD[HG�LQ�D

VLPLODU�PDQQHU���7KLV�VKRXOG�JHQHUDOO\�PLQLPLVH�WKH�LPSDFW�RI�WKH�WD[

V\VWHP�RQ�FKRLFHV�EHWZHHQ�DOWHUQDWLYH�LQYHVWPHQWV�DQG�VR�KHOS�WR

HQVXUH�WKDW�WKH�DOORFDWLRQ�RI�UHVRXUFHV�UHIOHFWV�PDUNHW�UHDOLWLHV�

�� ,Q�VRPH�FDVHV�SUDFWLFDO�FRQFHUQV�UHODWLQJ�WR�DGPLQLVWUDWLRQ�DQG

FRPSOLDQFH�FRVWV�KDYH�UHVXOWHG�LQ�GHYLDWLRQV�IURP�WKLV�JHQHUDO�UXOH���$

WD[�V\VWHP�ZKLFK�ZDV�WKHRUHWLFDOO\�SXUH�EXW�LQYROYHG�KLJK�FRPSOLDQFH

DQG�DGPLQLVWUDWLRQ�FRVWV�ZRXOG�KDPSHU�UDWKHU�WKDQ�SURPRWH�HFRQRPLF

JURZWK���&RQVLGHUDWLRQV�UHODWLQJ�WR�LQWHUQDWLRQDO�FRPSHWLWLYHQHVV�KDYH

DOVR�EHHQ�LPSRUWDQW�

�� ,QFUHDVHG�LQWHUQDWLRQDO�FRPSHWLWLYHQHVV�LV�HVVHQWLDO�IRU�WKH�JURZWK

RI�WKH�$XVWUDOLDQ�HFRQRP\�DQG�WKH�FUHDWLRQ�RI�MREV�IRU�$XVWUDOLDQV���,Q

WRGD\·V�HQYLURQPHQW�$XVWUDOLDQ�EXVLQHVVHV�FDQ�RQO\�VXUYLYH�E\�EHLQJ

LQWHUQDWLRQDOO\�FRPSHWLWLYH���0HDVXUHV�DLPHG�DW�LQFUHDVLQJ�LQWHUQDWLRQDO

FRPSHWLWLYHQHVV��WKHUHIRUH��GR�QRW�KDYH�WR�IRFXV�RQO\�RQ�FURVV�ERUGHU

WUDQVDFWLRQV��RU�HYHQ�RQ�LPSRUW�FRPSHWLQJ�RU�H[SRUWLQJ�LQGXVWULHV���$Q\

WD[�PHDVXUH�ZKLFK�UHVXOWV�LQ�ORZHU�FRVWV�IRU�$XVWUDOLDQ�EXVLQHVV��RU�WKH

GHYHORSPHQW�RI�QHZ�SURGXFWV�RU�QHZ�PDUNHWV��FRQWULEXWHV�WR�LPSURYLQJ

RXU�LQWHUQDWLRQDO�FRPSHWLWLYHQHVV�

Reducing the
capital gains tax
rate will encourage
a greater level of
investment,
particularly in
innovative, high
growth companies

�� $OO�$XVWUDOLDQV�KDYH�DQ�LQWHUHVW�LQ�WKH�FRPSHWLWLYHQHVV�RI

$XVWUDOLDQ�LQGXVWU\���7KLV�GHWHUPLQHV�WKH�JURZWK�DQG�YLWDOLW\�RI�WKH

GRPHVWLF�HFRQRP\�ZKLFK��LQ�WXUQ��GHWHUPLQHV�WKH�DELOLW\�RI�JRYHUQPHQWV

WR�SURYLGH�VHUYLFHV�VXFK�DV�KHDOWK��HGXFDWLRQ��ZHOIDUH�DQG�VHFXULW\�RQ�D

VXVWDLQDEOH�EDVLV�

�� $�PDMRU�PRWLYDWLRQ�IRU�UHIRUP�RI�WKH�FDSLWDO�JDLQV�WD[

DUUDQJHPHQWV�ZDV�WKH�GHVLUH�WR�LQFUHDVH�WKH�LQWHUQDWLRQDO�FRPSHWLWLYHQHVV

RI�$XVWUDOLDQ�EXVLQHVV�DQG�WR�HQFRXUDJH�JUHDWHU�LQYHVWPHQW�E\

$XVWUDOLDQV���7KH�5HYLHZ�EHOLHYHV�ORZHU�FDSLWDO�JDLQV�WD[�ZLOO�LPSURYH�WKH

ZRUNLQJV�RI�$XVWUDOLDQ�FDSLWDO�PDUNHWV�DQG�HQFRXUDJH�D�JUHDWHU�OHYHO�RI

LQYHVWPHQW�DQG�LQQRYDWLRQ���7KH�FRQVWUDLQW�RQ�ORZHULQJ�FDSLWDO�JDLQV�WD[

WR�PD[LPLVH�LQYHVWPHQW�LV�WKDW�LPSRVHG�E\�WKH�QHHG�WR�PDLQWDLQ�UHYHQXH

QHXWUDOLW\���7KH�PHDVXUHV�UHFRPPHQGHG�LQ�WKLV�UHSRUW�DUH�DOVR�GHVLJQHG

WR�HQFRXUDJH�JUHDWHU�LQYHVWPHQW�LQ�YHQWXUH�FDSLWDO�DQG�VR�VXSSRUW�QHZ

KLJK�JURZWK�EXVLQHVVHV�LQ�$XVWUDOLD�EDVHG�RQ�LQQRYDWLRQ�DQG

GHYHORSPHQW�RI�QHZ�PDUNHWV�

�� ,VVXHV�RI�LQWHUQDWLRQDO�FRPSHWLWLYHQHVV�DUH�FHQWUDO�WR�WKH

FRQVLGHUDWLRQ�RI�WKH�DFFHOHUDWHG�GHSUHFLDWLRQ�FRPSDQ\�WD[�UDWH

WUDGH�RII����)XUWKHU��WKH�LPSDFW�RQ�QRQ�UHVLGHQW�LQYHVWRUV�LQ�$XVWUDOLDQ

HQWLWLHV�DQG�RQ�WKH�DELOLW\�RI�$XVWUDOLDQ�FRPSDQLHV�WR�LQYHVW�RIIVKRUH

ZDV�D�PDMRU�FRQVLGHUDWLRQ�LQ�IRUPLQJ�WKH�UHFRPPHQGDWLRQV�RQ

LQWHUQDWLRQDO�WD[DWLRQ�DQG�WKH�WD[DWLRQ�RI�HQWLW\�GLVWULEXWLRQV�
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Promoting equity

Equity requires a
consistent
approach to
business taxation
based on clear
principles

�� 7D[�SROLF\�W\SLFDOO\�IRFXVHV�RQ�WZR�FRQFHSWV�RI�HTXLW\���KRUL]RQWDO

DQG�YHUWLFDO���+RUL]RQWDO�HTXLW\�UHTXLUHV�WKDW�WD[SD\HUV�LQ�VLPLODU

VLWXDWLRQV�DUH�WD[HG�LQ�D�VLPLODU�PDQQHU�DQG�WKDW�WUDQVDFWLRQV�RI�VLPLODU

HFRQRPLF�VXEVWDQFH�DUH�WD[HG�VLPLODUO\���9HUWLFDO�HTXLW\�UHTXLUHV�WKDW�WKH

WD[�V\VWHP�WDNH�DFFRXQW�RI�VRFLHW\·V�YLHZV�RQ�WKH�DSSURSULDWH�OHYHOV�RI

WD[DWLRQ�WR�EH�ERUQH�E\�WD[SD\HUV�LQ�GLIIHUHQW�FLUFXPVWDQFHV���$Q

H[DPSOH�RI�WKH�WD[�V\VWHP�UHIOHFWLQJ�FRQFHUQV�DERXW�YHUWLFDO�HTXLW\�LV

$XVWUDOLD·V�SURJUHVVLYH�SHUVRQDO�LQFRPH�WD[�V\VWHP�ZKLFK�OHYLHV

LQFUHDVLQJO\�KLJKHU�UDWHV�RI�WD[�DV�DQ�LQGLYLGXDO·V�LQFRPH�LQFUHDVHV�

�� :KLOH�ERWK�FRQFHSWV�DUH�UHOHYDQW�WR�GHVLJQLQJ�D�EXVLQHVV�WD[

V\VWHP��KRUL]RQWDO�HTXLW\�LV�D�PRUH�FHQWUDO�FRQFHUQ���,Q�$XVWUDOLD�

YHUWLFDO�HTXLW\�WHQGV�WR�EH�DGGUHVVHG�SULPDULO\�WKURXJK�WKH�SHUVRQDO

LQFRPH�WD[�DQG�ZHOIDUH�V\VWHPV�

�� +RUL]RQWDO�HTXLW\�LQ�WKH�FRQWH[W�RI�WKH�EXVLQHVV�WD[�V\VWHP�LV

SULPDULO\�DERXW�HQVXULQJ�OLNH�WUHDWPHQW�IRU�OLNH�WUDQVDFWLRQV���7KLV�KDV�D

QXPEHU�RI�GLPHQVLRQV���7KH�IRUPDO�DSSOLFDWLRQ�RI�WKH�ODZ�PXVW�EH

HTXLWDEOH��EXW�LW�LV�DOVR�LPSRUWDQW�WKDW�OLPLWLQJ�WKH�VFRSH�IRU�WD[

DYRLGDQFH�LV�VTXDUHO\�DGGUHVVHG���$�WD[�V\VWHP�ZKLFK�WROHUDWHV

VLJQLILFDQW�OHYHOV�RI�DYRLGDQFH�FDQQRW�EH�HTXLWDEOH�DQG�FDQ�EH�H[SHFWHG

WR�IDOO�LQWR�GLVUHSXWH�DV�WKH�FRPPXQLW\�ZLWQHVVHV�WKH�XQIDLU�RXWFRPHV�

Fairness requires a
consistent and
comprehensive
approach to
business taxation

�� 7KH�5HYLHZ�EHOLHYHV�WKDW�WKH�EHVW�ZD\�RI�DGGUHVVLQJ�WD[�DYRLGDQFH

DQG�SURPRWLQJ�IDLUQHVV�LV�WR�SXW�LQ�SODFH�D�FRQVLVWHQW�DQG

FRPSUHKHQVLYH�DSSURDFK�WR�EXVLQHVV�WD[DWLRQ�EDVHG�RQ�D�VRXQG

VWUXFWXUH�DQG�IRXQGDWLRQ���$�V\VWHP�EDVHG�RQ�FOHDUO\�HQXQFLDWHG

SULQFLSOHV�ZKLFK�WUHDWV�DOO�WUDQVDFWLRQV�RQ�WKHLU�PHULWV�LV�ERWK�WKH�EHVW

ZD\�WR�HQVXUH�KRUL]RQWDO�HTXLW\�DQG�WR�UHGXFH�WD[�DYRLGDQFH�DQG�KHQFH

WR�LPSURYH�WKH�LQWHJULW\�RI�WKH�V\VWHP���+RZHYHU��WKH�5HYLHZ·V

UHFRPPHQGDWLRQV�DOVR�GLUHFWO\�DGGUHVV�WKH�LVVXH�RI�WD[�DYRLGDQFH�DQG

SURSRVH�D�QXPEHU�RI�UHIRUPV�LQ�WKLV�DUHD�

�� 5HIRUPV�RI�WKH�WD[DWLRQ�RI�ILQDQFLDO�DUUDQJHPHQWV��OHDVLQJ�DQG

ULJKWV��LQFRPH�IURP�HQWLWLHV��OLIH�LQVXUDQFH�DQG�WKH�SURSRVDOV�IRU

FRQVROLGDWLRQ�RI�FRPSDQ\�JURXSV�DUH�DOO�H[DPSOHV�RI�PHDVXUHV�DLPHG�DW

SURYLGLQJ�D�PRUH�FRQVLVWHQW�WD[�WUHDWPHQW�DQG�JUHDWHU�LQWHJULW\�IRU�WKH

WD[�V\VWHP�RYHUDOO�

�� $�PDMRU�PRWLYDWLRQ�RI�WKH�UHIRUPV�WR�WKH�WD[DWLRQ�RI�ILQDQFLDO

DUUDQJHPHQWV�ZDV�WR�HQVXUH�WKDW�GLIIHUHQW�ILQDQFLDO�LQVWUXPHQWV�DUH

WD[HG�DFFRUGLQJ�WR�HFRQRPLF�VXEVWDQFH�UDWKHU�WKDQ�OHJDO�IRUP���7KH

DGRSWLRQ�RI�DFFUXDOV�WD[DWLRQ�IRU�FHUWDLQ�ILQDQFLDO�DUUDQJHPHQWV�ZLOO�DOVR

UHGXFH�RSSRUWXQLWLHV�IRU�XQZDUUDQWHG�WD[�GHIHUUDO�
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�� /HDVHV�DQG�ULJKWV�DUH�FXUUHQWO\�WUHDWHG�LQFRQVLVWHQWO\���,Q�VRPH

FDVHV�WKHUH�LV�VFRSH�IRU�DYRLGDQFH�E\�WD[SD\HUV��DQG�LQ�RWKHU�DUHDV�WKH

FXUUHQW�WUHDWPHQW�XQGXO\�SHQDOLVHV�WD[SD\HUV���$�PRUH�FRKHUHQW�DQG

HYHQKDQGHG�WUHDWPHQW�ZLOO�XQGHUSLQ�VRXQG�EXVLQHVV�SUDFWLFHV�DQG

SURYLGH�JUHDWHU�LQWHJULW\�WR�WKH�WD[�V\VWHP�

�� 3UREOHPV�ZLWK�WKH�LQFRQVLVWHQW�WUHDWPHQW�RI�HQWLWLHV��SDUWLFXODUO\

WKH�GLIIHUHQW�WUHDWPHQW�RI�WUXVWV�DQG�FRPSDQLHV��KDYH�EHHQ�ZHOO

GRFXPHQWHG���7KH�SURSRVHG�WUHDWPHQW�ZRXOG�VLPSOLI\�EXVLQHVV

DUUDQJHPHQWV�ZKLOH�GHOLYHULQJ�PRUH�HIILFLHQW�RXWFRPHV�DQG�JUHDWHU

HTXLW\�WR�WD[SD\HUV�

�� :LWKRXW�MHRSDUGLVLQJ�WKH�LQWHJULW\�RI�WKH�V\VWHP��WKH

UHFRPPHQGHG�WD[�WUHDWPHQW�RI�LQFRPH�IURP�LQYHVWPHQW�HDUQHG�WKURXJK

FROOHFWLYH�LQYHVWPHQW�YHKLFOHV�DOVR�LPSURYHV�HTXLW\�DQG�VLPSOLFLW\�

�� &XUUHQW�WD[DWLRQ�DUUDQJHPHQWV�IRU�OLIH�LQVXUHUV�UHVXOW�LQ

LQFRQVLVWHQW�WUHDWPHQW�RI�VLPLODU�LQYHVWPHQWV�XQGHUWDNHQ�ZLWK�GLIIHUHQW

OLIH�LQVXUHUV�³��WKDW�LV��OLIH�LQVXUDQFH�FRPSDQLHV�FRPSDUHG�ZLWK�IULHQGO\

VRFLHWLHV�³�DQG�RI�LQYHVWPHQWV�XQGHUWDNHQ�ZLWK�OLIH�LQVXUHUV�FRPSDUHG

ZLWK�WKRVH�XQGHUWDNHQ�E\�RWKHU�HQWLWLHV���7KH�DUUDQJHPHQWV�DOVR�DOORZ

OLIH�LQVXUHUV�XQGXH�IOH[LELOLW\�WR�DOORFDWH�GHGXFWLRQV�WR�GLIIHUHQW�IRUPV�RI

LQFRPH�DW�WKH�H[SHQVH�RI�WD[�UHYHQXH���$�PRUH�FRKHUHQW�WUHDWPHQW�ZLOO

HQVXUH�WKDW�LQYHVWPHQWV�ZLWK�OLIH�LQVXUHUV�DUH�WUHDWHG�LQ�WKH�VDPH�ZD\�DV

VLPLODU�LQYHVWPHQWV�ZLWK�RWKHU�LQYHVWPHQW�YHKLFOHV�

�� 7KH�5HYLHZ·V�UHFRPPHQGDWLRQV�DGGUHVVLQJ�WKH�DOLHQDWLRQ�RI

SHUVRQDO�VHUYLFHV�LQFRPH�DQG�WKH�RIIVHWWLQJ�RI�ORVVHV�IURP

QRQ�FRPPHUFLDO�DFWLYLWLHV�ZLOO�DGGUHVV�D�PDMRU�LQHTXLW\�LQ�WKH�FXUUHQW

WD[DWLRQ�DUUDQJHPHQWV�

�� *HQHUDOO\�WKH�WD[DWLRQ�RI�WKH�IXOO�UDQJH�RI�DVVHWV��OLDELOLWLHV�DQG

WUDQVDFWLRQV�VKRXOG�EH�EDVHG�RQ�FRQVLVWHQW�DQG�FOHDUO\�DUWLFXODWHG

SULQFLSOHV���&RUUHVSRQGLQJO\��ZKHUH�GHSDUWXUHV�IURP�WKDW�IUDPHZRUN

KDYH�EHHQ�UHFRPPHQGHG��WKH�UHDVRQV�QHHG�WR�EH�VSHOW�RXW���7KLV�KHOSV

HQVXUH�WKDW�WKH�H[FHSWLRQV�GR�QRW�OHDG�WR�XQLQWHQGHG�RXWFRPHV�

Promoting simplicity and certainty

A tax system based
on clear principles
also promotes
simplicity and
certainty

�� $�PDMRU�FRQVLGHUDWLRQ�LQ�WKH�IRUPXODWLRQ�RI�WKH�5HYLHZ·V

UHFRPPHQGDWLRQV�KDV�EHHQ�WR�UHPRYH�DQRPDOLHV�DQG�LQHTXLWLHV�EHWZHHQ

WKH�WUHDWPHQW�RI�HFRQRPLFDOO\�VLPLODU�WUDQVDFWLRQV���7KLV�ZLOO�DOORZ

VLJQLILFDQW�VLPSOLILFDWLRQ�RI�WKH�WD[�V\VWHP���)XUWKHU��WKH�UHGUDIWLQJ�RI

WKH�WD[�OHJLVODWLRQ�RQ�WKH�EDVLV�RI�D�VHW�RI�FRQVLVWHQW�SULQFLSOHV�ZLOO�PDNH

WKH�WUHDWPHQW�RI�SDUWLFXODU�WUDQVDFWLRQV�FOHDUHU�DQG�OHVV�RSHQ�WR�GLVSXWH�

$OO�WKHVH�PHDVXUHV�VKRXOG�FRQWULEXWH�WR�UHGXFHG�FRPSOLDQFH�FRVWV�DQG
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JUHDWHU�FHUWDLQW\�LQ�WKH�RSHUDWLRQ�RI�WKH�WD[�V\VWHP�

�� 5HFRPPHQGDWLRQV�WR�DOORZ�FRQVROLGDWLRQ�RI�FRPSDQ\�JURXSV�

ZKLOH�LQYROYLQJ�VLJQLILFDQW�WUDQVLWLRQDO�FRVWV��ZLOO�PDUNHGO\�UHGXFH

FRPSOLDQFH�FRVWV�IRU�JURXSV�RI�ZKROO\�RZQHG�FRPSDQLHV�ZKLOH��DW�WKH

VDPH�WLPH��HQKDQFLQJ�WKH�LQWHJULW\�RI�WKH�WD[�V\VWHP�

�� 7KH�SDFNDJH�RI�VPDOO�EXVLQHVV�PHDVXUHV�LV�H[SHFWHG�WR�EULQJ�D

VXEVWDQWLDO�UHGXFWLRQ�LQ�FRPSOLDQFH�FRVWV�IRU�WKH�VPDOO�EXVLQHVV�VHFWRU�

Redrafting the tax
legislation and
putting in place a
continuing
simplification
strategy will
promote simplicity

�� $�PXFK�FOHDUHU�DQG�VKRUWHU�VWDWHPHQW�RI�WKH�ODZ��PDNLQJ�D

VLJQLILFDQW�FRQWULEXWLRQ�WR�JUHDWHU�VLPSOLFLW\�DQG�FHUWDLQW\��IORZV�IURP

WKH�UHGUDIWLQJ�RI�WKH�WD[�OHJLVODWLRQ���+RZHYHU��WKH�5HYLHZ��KDV�DOVR

UHFRPPHQGHG�WKDW�DQ�H[SOLFLW�VLPSOLILFDWLRQ�VWUDWHJ\�EH�SXW�LQ�SODFH�

7KLV�VWUDWHJ\�ZLOO�KDYH�WKUHH�HOHPHQWV�

� D�YROXPH�UHGXFWLRQ�VWUDWHJ\�DLPHG�DW�VLJQLILFDQWO\�UHGXFLQJ�WKH

QXPEHU�RI�SDJHV�FRPSDUHG�ZLWK�WKH�H[LVWLQJ�ODZ�

� PXFK�PRUH�VWULQJHQW�FRQWURO�RQ�QHW�DGGLWLRQV�WR�WKH�OHJLVODWLRQ

WKURXJK�WKH�LQWHJUDWHG�WD[�GHVLJQ�SURFHVV�UHFRPPHQGHG�E\�WKH

5HYLHZ�WR�HQVXUH�WKDW�IXWXUH�DGGLWLRQV�WR�WKH�ODZ�DUH�PDGH�LQ�WKH

VLPSOHVW�DQG�PRVW�FRQFLVH�PDQQHU�SRVVLEOH��DQG

� D�PDMRU�HPSKDVLV�SODFHG�RQ�PDNLQJ�WD[�OHJLVODWLRQ�PRUH�DFFHVVLEOH�WR

WD[SD\HUV�

Effective community participation

A healthy and
effective business
tax system relies on
continuing
community
participation in its
development and
administration

�� 7KH�5HYLHZ�UHJDUGV�HIIHFWLYH�FRPPXQLW\�SDUWLFLSDWLRQ�LQ�WKH

RQJRLQJ�GHYHORSPHQW�RI�WKH�EXVLQHVV�WD[�V\VWHP�DV�XQGHUSLQQLQJ�DOO

WKUHH�RI�WKH�QDWLRQDO�REMHFWLYHV�

� $�WD[�V\VWHP�ZKLFK�LV�ZHOO�XQGHUVWRRG�E\�EXVLQHVV��DQG�ZKLFK�WDNHV

GXH�DFFRXQW�RI�WKH�FRPPHUFLDO�UHDOLWLHV��ZLOO�FRQWULEXWH�WR�D�PXFK

PRUH�VXSSRUWLYH�HQYLURQPHQW�ZLWK�EXVLQHVV���,W�VKRXOG�HQFRXUDJH

HIIRUW��LQQRYDWLRQ�DQG�PHDVXUHG�ULVN�WDNLQJ���&RQVHTXHQWO\��LW�FDQ�EH

H[SHFWHG�WR�FRQWULEXWH�WR�HFRQRPLF�JURZWK���,W�ZLOO�DOVR�EH�HDVLHU�WR

XQGHUVWDQG��DQG�WKLV�VLPSOLFLW\�ZLOO�FRQWULEXWH�WR�EHWWHU�FRPSOLDQFH�

� (IIHFWLYH�IHHGEDFN�IURP�WKH�FRPPXQLW\�RQ�WKH�LPSDFW�RI�WKH�WD[

V\VWHP�LV�HVVHQWLDO�LQ�HYDOXDWLQJ�LWV�SHUIRUPDQFH�LQ�WHUPV�RI�HTXLW\�

VLPSOLFLW\�DQG�FHUWDLQW\���)XUWKHU��WKH�LQSXW�RI�WKH�FRPPXQLW\�ZKHQ

WKH�WD[�V\VWHP�LV�EHLQJ�GHVLJQHG�RU�DPHQGHG�ZLOO�KHOS�WR�UHGXFH

SUREOHPV�LQ�WKRVH�DUHDV�

�� 7KH�5HYLHZ�LV�FRQYLQFHG�WKDW�DQ�HIIHFWLYH�WD[�V\VWHP�FDQ�RQO\�EH

PDLQWDLQHG�RYHU�WLPH�RQ�WKH�EDVLV�RI�FRRSHUDWLRQ�EHWZHHQ�WD[SD\HUV�DQG

WKH�WD[�DGPLQLVWUDWLRQ���7KH�IRXQGDWLRQ�RI�VXFK�FRRSHUDWLRQ�PXVW�EH
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HIIHFWLYH�DQG�RQJRLQJ�FRQVXOWDWLRQ�RQ�DOO�DVSHFWV�RI�WKH�WD[�V\VWHP�

�� 7KH�5HYLHZ·V�UHFRPPHQGDWLRQV�LQ�UHVSHFW�RI�HVWDEOLVKLQJ�D�%RDUG

RI�7D[DWLRQ�DQG�SXWWLQJ�LQ�SODFH�D�&KDUWHU�RI�%XVLQHVV�7D[DWLRQ�DUH

LQWHQGHG�WR�HQVXUH�WKDW�FRQVXOWDWLRQ�UHPDLQV�D�KLJK�SULRULW\�

�� &RPPLWPHQW�WR�FRQWLQXLQJ�FRQVXOWDWLRQ�RQ�WKH�EXVLQHVV�WD[

V\VWHP�ZLOO�KHOS�WR�HQVXUH�WKDW�FRPSOLDQFH�FRVWV�IRU�EXVLQHVV�DUH�JLYHQ

DSSURSULDWH�ZHLJKW�LQ�WKH�FRQVLGHUDWLRQ�RI�ERWK�IXWXUH�FKDQJHV�DQG�LQ

WKH�DVVHVVPHQW�RI�WKH�RQJRLQJ�HIIHFWLYHQHVV�RI�WKH�WD[�V\VWHP�

The revenue constraint

Overall, tax reform
will raise more
revenue from
business

�� $V�QRWHG�DERYH��WKH�5HYLHZ·V�WHUPV�RI�UHIHUHQFH�UHTXLUH�LWV

UHFRPPHQGDWLRQV�WR�EH�UHYHQXH�QHXWUDO�LQ�UHVSHFW�RI�WKH�RXWFRPH�IURP

UHIRUPV�WR�WD[DWLRQ�RI�LQFRPH�IURP�LQYHVWPHQW�DQG�IURP�FKDQJHV�LQ�WKH

FDSLWDO�JDLQV�WD[���,W�LV�LPSRUWDQW�WR�QRWH�WKDW�UHYHQXH�QHXWUDOLW\�LV�WR�EH

PHDVXUHG�DJDLQVW�WKH�LQFUHDVHG�FRQWULEXWLRQ�IURP�EXVLQHVV�WD[DWLRQ

SUHGLFWHG�LQ�$�1HZ�7D[�6\VWHP���7KH�WRWDO�SDFNDJH�RI�EXVLQHVV�WD[

PHDVXUHV��³�WKRVH�SURSRVHG�LQ�$�1HZ�7D[�6\VWHP�DQG�WKRVH

UHFRPPHQGHG�E\�WKH�5HYLHZ�³��LV�VLJQLILFDQWO\�UHYHQXH�SRVLWLYH�DJDLQVW

WKH�UHYHQXH�JHQHUDWHG�E\�WKH�FXUUHQW�OHJLVODWLRQ�DQG�SUDFWLFHV�

�� 7KH�5HYLHZ�KDV�DOVR�DFFHSWHG�WKDW�ORVVHV�WR�UHYHQXH�IURP

UHFRPPHQGDWLRQV�WR�YDU\�WKH�SRVLWLRQ�VHW�RXW�LQ�$�1HZ�7D[�6\VWHP�³

VXFK�DV�WKH�UHFRPPHQGDWLRQ�QRW�WR�DGRSW�WKH�GHIHUUHG�FRPSDQ\�WD[�³

PXVW�EH�FRQVLGHUHG�LQ�UHDFKLQJ�WKH�UHTXLUHG�UHYHQXH�RXWFRPH���7DEOH��

VKRZV�WKH�FRPELQHG�UHYHQXH�LPSDFW�RI�WKH�HQWLW\�PHDVXUHV�DQQRXQFHG

LQ�$�1HZ�7D[�6\VWHP�DQG�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�

Table 1 Revenue impact on business of all business tax reforms
99-00

$m

00-01

$m

01-02

$m

02-03

$m

03-04

$m

04-05

$m

Revenue impact of entity
tax proposals in A New
Tax System 110 1,680 1,410 950 1,070 1,130

Revenue impact of
Review’s
recommendations -30 -270 120 30 540 -20

Total revenue impact of
business tax reforms 90 1,410 1,530 970 1,600 1,110

�� 7KH�5HYLHZ�HQGRUVHV�ILVFDO�SROLF\�VHWWLQJV�EDVHG�RQ�HQVXULQJ�WKDW

ILVFDO�EDODQFH�LV�DFKLHYHG��RQ�DYHUDJH��RYHU�WKH�FRXUVH�RI�WKH�HFRQRPLF

F\FOH�LQ�RUGHU�QRW�WR�SUHMXGLFH�WKH�EXGJHW�VXUSOXV���,Q�WKLV�FRQWH[W�WKH

5HYLHZ�LV�VXSSRUWLYH�RI�WKH�UHTXLUHPHQW�WKDW�LWV�UHFRPPHQGDWLRQV
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VKRXOG�EH�VXEMHFW�WR�D�UHYHQXH�FRQVWUDLQW�

A growth dividend

Tax reform is not a
costless exercise.
Those costs can
only be justified if
reform leads to
higher growth

�� 0RWLYDWLQJ�UHIRUP�RI�WKH�$XVWUDOLDQ�EXVLQHVV�WD[�V\VWHP�PXVW�EH

WKH�GHOLYHU\�RI�KLJKHU�OHYHOV�RI�HFRQRPLF�JURZWK���7KLV�LV�WKH

RYHUDUFKLQJ�REMHFWLYH�WKDW�KDV�PRWLYDWHG�RXU�GHOLEHUDWLRQV�

&RQVHTXHQWO\��D�PDMRU�LVVXH�IRU�WKH�5HYLHZ�KDV�EHHQ�WKH�LGHQWLILFDWLRQ

RI�WKH�JURZWK�GLYLGHQG�UHIOHFWLQJ�WKH�LQFUHDVHG�&RPPRQZHDOWK�WD[

UHYHQXH�OLNHO\�WR�IORZ�IURP�LQFUHDVHG�HFRQRPLF�JURZWK�DWWULEXWDEOH�WR

WKH�UHFRPPHQGHG�UHIRUPV���6XFK�UHYHQXH�QHHGV�WR�EH�LQFOXGHG�LQ�WKH

UHYHQXH�QHXWUDOLW\�DVVHVVPHQW�DV�LW�LV�FOHDUO\�D�EHQHILW�RI�WKH�SURSRVHG

UHIRUPV�

Behavioural
responses are the
desired outcome of
tax reform but their
size and effect on
revenue are
difficult to estimate

�� $W�WKH�PRVW�IXQGDPHQWDO�OHYHO��WKLV�JURZWK�GLYLGHQG�LV�VLPSO\�RQH

DVSHFW�RI�WKH�EHKDYLRXUDO�UHVSRQVHV�W\SLFDOO\�WDNHQ�LQWR�DFFRXQW�ZKHQ

GHYHORSLQJ�UHYHQXH�HVWLPDWHV�IRU�SDUWLFXODU�WD[�PHDVXUHV���)RU�H[DPSOH�

WKH�HVWLPDWLRQ�RI�WKH�UHYHQXH�LPSDFW�RI�FDSLWDO�JDLQV�WD[�UHIRUPV

LQFOXGHV�DQ�DOORZDQFH�IRU�WD[SD\HUV�VZLWFKLQJ�LQYHVWPHQW�IURP�DVVHWV

UHWXUQLQJ�LQFRPH�LQ�WKH�IRUP�RI�GLYLGHQGV��LQWHUHVW�RU�UHQWV��WR�DVVHWV

UHWXUQLQJ�LQFRPH�LQ�WKH�IRUP�RI�FDSLWDO�JDLQV��LQ�RUGHU�WR�DFFHVV�WKH

EHQHILW�RI�WKH�ORZHU�UDWHV���7KLV�ZLOO�RFFXU�RQO\�WR�WKH�H[WHQW�WKDW�WKH

SURSRVHG�UHIRUPV�DUH�PRUH�IDYRXUDEOH�WKDQ�WKH�H[LVWLQJ�EHQHILWV�RI

LQGH[DWLRQ�DQG�DYHUDJLQJ��ZKLFK�FXUUHQWO\�SURYLGH�D�VLPLODU�LQFHQWLYH�

2Q�WKH�VDPH�EDVLV��LW�LV�LPSRUWDQW�WR�LQFRUSRUDWH�WKH�H[SHFWHG�HIIHFWV�RI

WD[SD\HUV�LQFUHDVLQJ�VDYLQJV�DQG�LQYHVWPHQW�LQ�UHVSRQVH�WR�WKH�KLJKHU

DIWHU�WD[�UHWXUQV�DYDLODEOH�DV�D�UHVXOW�RI�WKH�ORZHU�UDWHV���,Q�DGGLWLRQ��DV�D

PRUH�HIILFLHQW�DQG�HTXLWDEOH�WD[�V\VWHP�ZLOO�FDSWXUH�FXUUHQW�OHDNDJHV

IURP�WKH�V\VWHP��UHYHQXHV�IURP�WKH�UHGXFWLRQ�LQ�WD[�DYRLGDQFH�KDYH�WR

EH�LQFOXGHG��DV�ZHOO�DV�UHYHQXH�DULVLQJ�IURP�DGGLWLRQDO�JURZWK�

�� +RZHYHU��WKH�HIIHFWV�RI�DOO�EHKDYLRXUDO�UHVSRQVHV�DUH�H[WUHPHO\

GLIILFXOW�WR�HVWLPDWH���$V�D�UHVXOW�HVWLPDWHV�DUH�DOZD\V�OLNHO\�WR�EH

FRQVHUYDWLYH���)RU�WKLV�UHDVRQ�WKH�5HYLHZ�EHOLHYHV�LW�LV�LPSRUWDQW�WKDW

WKH�DVVXPSWLRQV�PDGH�LQ�WKLV�DUHD�EH�WUDQVSDUHQW���7KH�EHKDYLRXUDO

DVVXPSWLRQV�XQGHUO\LQJ�HVWLPDWHV�IRU�LQGLYLGXDO�PHDVXUHV��ZKHUH�WKH

HIIHFWV�DUH�UHODWLYHO\�VSHFLILF�WR�WKDW�PHDVXUH��DUH�VHW�RXW�LQ�WKH�UHYHQXH

VHFWLRQ�LQ�WKH�ERG\�RI�WKH�UHSRUW�

�� 7KH�JURZWK�GLYLGHQG�UHIOHFWV�D�EURDGHU�HIILFLHQF\�JDLQ�WKDW�FDQ

UHDVRQDEO\�EH�H[SHFWHG�WR�IORZ�IURP�WKH�FRPELQHG�SDFNDJH��RYHU�DQG

DERYH�WKRVH�JDLQV�DQG�ORVVHV�DWWULEXWDEOH�WR�SDUWLFXODU�PHDVXUHV���7KH

HVWLPDWLRQ�RI�WKHVH�HIIHFWV�LV�DQ�RUGHU�RI�GLIILFXOW\�JUHDWHU�WKDQ�IRU�WKRVH

DWWULEXWDEOH�WR�SDUWLFXODU�PHDVXUHV�

�� 7DEOH���VKRZV�HVWLPDWHV�E\�WKH�5HYLHZ�6HFUHWDULDW�RI�WKH�UHYHQXH

JDLQ�IURP�D�UDQJH�RI�SRVVLEOH�ORQJ�WHUP�LQFUHDVHV�LQ�*'3�DWWULEXWDEOH�WR
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EXVLQHVV�WD[�UHIRUP���)RU�H[DPSOH��DQ�LQFUHDVH�LQ�*'3�RI�õ�SHU�FHQW

PHDQV�WKDW�LQ���������*'3�ZRXOG�EH�õ�SHU�FHQW�KLJKHU�WKDQ�LW�ZRXOG

EH�LI�WD[�UHIRUP�ZDV�QRW�XQGHUWDNHQ�DQG�&RPPRQZHDOWK�WD[�UHYHQXHV

ZRXOG�EH������ELOOLRQ�KLJKHU�DV�D�UHVXOW���7KH�LQFUHDVH�LQ�*'3�ZRXOG

WDNH�VRPH�WLPH�WR�HPHUJH�DQG�VR�WKH�LQFUHDVH�LQ�*'3�IRU��������

ZRXOG�EH�PDUNHGO\�VPDOOHU�DQG�WKH�LQFUHDVH�LQ�&RPPRQZHDOWK�UHYHQXHV

FRPPHQVXUDWHO\�VPDOOHU�

Table 2 Increased business tax revenue from increases in GDP
Increase in GDP by
2009-10 as a result

of reforms
%

Increased
revenue in 2004-

05
$m

Increased revenue
in 2009-10

$m

0.25 220 600

0.50 450 1,200

0.75 650 1,800

1.00 850 2,400

It is extremely
difficult to estimate
the size of the likely
growth dividend

�� 7KH�5HYLHZ�KDV�QRW�FRPPLVVLRQHG�D�VWXG\�RI�WKH�OLNHO\�LPSDFW�RI

WKH�SURSRVHG�EXVLQHVV�WD[�UHIRUPV�RQ�$XVWUDOLD·V�HFRQRPLF�JURZWK�

6XFK�VWXGLHV�W\SLFDOO\�LQYROYH�PRGHOV�UHTXLULQJ�D�ODUJH�QXPEHU�RI

DVVXPSWLRQV�WKDW�DUH�GLIILFXOW�WR�YDOLGDWH���2YHUVHDV�H[SHULHQFH�KDV

GHPRQVWUDWHG�WKDW�DOWHUQDWLYH�PRGHOV�FDQ�JLYH�PDUNHGO\�GLIIHUHQW�UHVXOWV�

'UDZLQJ�FRPSDULVRQV�IURP�RYHUVHDV�VWXGLHV�LV�IUDXJKW�ZLWK�GDQJHU

JLYHQ�WKH�GLIIHUHQW�VWDUWLQJ�SRLQWV�IRU�WKHLU�UHIRUPV�DQG�WKH�IDFW�WKDW

PDQ\�RI�WKH�VWXGLHV�UHODWH�WR�QDWLRQV��VXFK�DV�WKH�86��WKDW�KDYH�D�ORZ

UHOLDQFH�RQ�IRUHLJQ�LQYHVWPHQW���7KH�LPSDFW�RI�UHIRUPLQJ�WD[DWLRQ�RI

LQYHVWPHQWV�LQ�D�FDSLWDO�LPSRUWLQJ�FRXQWU\�OLNH�$XVWUDOLD�LV�OLNHO\�WR�EH

ODUJHU��SDUWLFXODUO\�ZKHQ�WKH�UHIRUPV�KDYH�LQWHUQDWLRQDO�FRPSHWLWLYHQHVV

DV�D�IRFXV�

There are a range
of estimates
available from
studies that have
attempted to
estimate the
benefits of other
reforms

�� 0RGHOOLQJ�RI�WKH�JDLQ�IURP�WKH�SURSRVHG�*67�LQGLUHFW�WD[�VZLWFK

LQ�$XVWUDOLD�KDV�VXJJHVWHG�ORQJ�WHUP�UHYHQXH�JDLQV�RI�DV�PXFK�DV

��SHU�FHQW�DULVLQJ�IURP�LQFUHDVHG�HIILFLHQF\�LQ�WKH�HFRQRP\���,W�LV

GLIILFXOW�WR�GUDZ�D�OLQH�IURP�WKHVH�UHIRUPV�WR�WKH�SURSRVHG�EXVLQHVV�WD[

UHIRUPV�LQ�WHUPV�RI�D�OLNHO\�JURZWK�GLYLGHQG���7KH�*67�LQYROYHV�D�ODUJHU

UHYHQXH�VZLWFK�EXW��DV�LWV�PDLQ�LPSDFW�ZLOO�EH�RQ�FRQVXPSWLRQ�FKRLFHV�

LWV�LQIOXHQFH�RQ�LQYHVWPHQW�GHFLVLRQV�ZLOO�EH�DQ�LQGLUHFW�RQH���7KH

EXVLQHVV�WD[�UHIRUPV�ZLOO�LPSDFW�RQ�LQYHVWPHQW�FKRLFHV�GLUHFWO\�

�� 7KHUH�KDV�EHHQ�D�QXPEHU�RI�RWKHU�VWXGLHV�FRQGXFWHG�LQ�$XVWUDOLD

RQ�WKH�EHQHILWV�RI�PLFUR�HFRQRPLF�UHIRUP�LQ�RQH�JXLVH�RU�DQRWKHU�

� 7KH�WKHQ�,QGXVWU\�&RPPLVVLRQ�HVWLPDWHG�WKDW�WKH�ORQJ�WHUP�ERRVW�WR

*'3�IURP�WKH�FRPSHWLWLYH�QHXWUDOLW\�UHIRUPV��WKH�+LOPHU�UHIRUPV�

ZRXOG�EH�����SHU�FHQW�DIWHU����\HDUV���7KH�UHODWLYHO\�OLPLWHG�UHIRUPV�LQ
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WKH�&RPPRQZHDOWK·V�DUHD�RI�UHVSRQVLELOLW\�ZHUH�HVWLPDWHG�WR

LQFUHDVH�*'3�E\�����SHU�FHQW�

� 7KH�,QGXVWU\�&RPPLVVLRQ�DOVR�HVWLPDWHG�WKDW�WKH�ORQJ�UXQ�LQFUHDVH

LQ�*'3�IURP�*RYHUQPHQW�FRQWUDFWLQJ�RXW�DQG�RXWVRXUFLQJ�FRXOG�EH

DV�PXFK�DV�����SHU�FHQW�DIWHU����\HDUV�

�� 2QFH�DJDLQ�LW�LV�GLIILFXOW�WR�GUDZ�D�OLQH�IURP�WKHVH�UHVXOWV�WR�WKH

OLNHO\�LPSDFW�RI�WKH�SURSRVHG�EXVLQHVV�WD[�UHIRUPV��DOWKRXJK�WKH\�GR

VXJJHVW�WKDW�VXEVWDQWLDO�JDLQV�DUH�SRVVLEOH�IURP�UHIRUPV�ZKLFK�UHVXOW�LQ�D

PRUH�HIILFLHQW�DOORFDWLRQ�RI�UHVRXUFHV�

�� 7KH�5HYLHZ�DFNQRZOHGJHV�WKDW�HFRQRPLF�PRGHOV�DUH�VRPHWLPHV

XVHIXO�LQ�LOOXVWUDWLQJ�WKH�SRVVLEOH�LPSDFWV�RI�UHIRUP�SDFNDJHV�VXFK�DV

WKDW�SURSRVHG�E\�WKH�5HYLHZ���+RZHYHU��LW�LV�REYLRXV�WKDW�PRGHOV�IDOO

ZHOO�VKRUW�RI�FDSWXULQJ�DOO�WKH�FRPSOH[LWLHV�RI�WKH�$XVWUDOLDQ�HFRQRP\

DQG�WKH�LQWHUQDWLRQDO�HQYLURQPHQW�LQ�ZKLFK�LW�RSHUDWHV���&RQVHTXHQWO\�

WKH�5HYLHZ�KDV�DFFHSWHG�WKDW�WKH�LGHQWLILFDWLRQ�RI�DQ�DSSURSULDWH�JURZWK

GLYLGHQG�KDV�WR�EH�XOWLPDWHO\�D�PDWWHU�RI�LQIRUPHG�MXGJPHQW�

There will be
significant benefits
from the Review’s
recommended
reforms

�� 7KH�5HYLHZ�KDV�EHHQ�FRQVFLRXV�WKDW�WKH�SURSRVHG�EXVLQHVV�WD[

UHIRUPV�ZLOO�LQYROYH�LQGXVWU\�LQ�VLJQLILFDQW�WUDQVLWLRQDO�FRVWV���,Q

DGGLWLRQ��WKH�UHYHQXH�QHXWUDOLW\�FRQVWUDLQW�PHDQV�WKDW�LQ�WKH�DEVHQFH�RI�D

VXEVWDQWLDO�JURZWK�GLYLGHQG��WKH�JDLQV�WR�WKH�ZLQQHUV�ZRXOG�EH�RIIVHW�E\

ORVVHV�RI�DQ�HTXDO�PDJQLWXGH�WR�WKH�ORVHUV���7KHUH�ZRXOG�EH�QR�SRLQW�LQ

XQGHUWDNLQJ�UHIRUP�LI�WKHUH�LV�QRW�WR�EH�D�VLJQLILFDQW�QHW�QDWLRQDO�JDLQ���,W

LV�WKHUHIRUH�RQO\�ORJLFDO�WR�SURFHHG�ZLWK�VXFK�D�SURJUDP�LI�WKHUH�LV�D

EHOLHI�WKDW�LW�ZRXOG�FRQWULEXWH�WR�KLJKHU�JURZWK���7KH�5HYLHZ�LV�ILUPO\�RI

WKH�YLHZ�WKDW�LI�LWV�UHFRPPHQGHG�UHIRUPV�DUH�LPSOHPHQWHG�WKHUH�ZLOO�EH

VLJQLILFDQW�QDWLRQDO�EHQHILWV�

A growth dividend
of ¾ per cent of
GDP by 2009-10 is
likely to be
conservative

�� ,Q�WKH�OLJKW�RI�WKH�DERYH��WKH�5HYLHZ�EHOLHYHV�D�FRQVHUYDWLYH

MXGJPHQW�DERXW�WKH�OLNHO\�JURZWK�GLYLGHQG�ZRXOG�VHH�D�PLQLPXP

LQFUHDVH�LQ�*'3�RI�EHWZHHQ�ó�WR�õ�RI�D�SHU�FHQW�E\���������DQG

HYHQ�õ�RI�D�SHU�FHQW�LV�OLNHO\�WR�EH�FRQVHUYDWLYH���7KH�FROOHFWLYH

MXGJPHQW�RI�WKH�5HYLHZ�LV�WKDW�WKH�QDWLRQDO�GLYLGHQG�ZLOO�EH�VLJQLILFDQWO\

JUHDWHU�WKDQ�WKLV�EXW�WKHUH�LV�QR�UHOLDEOH�EDVLV�WKDW�FDQ�EH�GUDZQ�XSRQ�WR

XQHTXLYRFDOO\�GHPRQVWUDWH�WKLV�RXWFRPH�

�� 7DEOH���LQGLFDWHV�WKDW�D�JURZWK�GLYLGHQG�RI�õ�RI�D�SHU�FHQW�RI

*'3�ZRXOG�GHOLYHU�DGGLWLRQDO�&RPPRQZHDOWK�UHYHQXH�RI�����P�E\

����������,Q�RUGHU�WR�HQVXUH�WKDW�WKH�HVWLPDWH�RI�WKH�RYHUDOO�UHYHQXH

RXWFRPH�RI�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�LV�FOHDUO\�FRQVHUYDWLYH�RQO\

����P�RI�WKLV�H[SHFWHG�UHYHQXH�JDLQ�KDV�EHHQ�LQFOXGHG�LQ�WKH�UHYHQXH

HVWLPDWHV�IRU�����������7KH�HVWLPDWHV�RI�WKH�FRQWULEXWLRQ�WR�UHYHQXH

IURP�WKH�JURZWK�GLYLGHQG�LQ�HDUOLHU�\HDUV�KDYH�DOVR�EHHQ�VFDOHG�EDFN�
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A compliance dividend

Business tax
compliance costs
were estimated at
$9 billion in 1994-95

�� %XVLQHVV�WD[�FRPSOLDQFH�FRVWV�XQGHU�WKH�FXUUHQW�V\VWHP�ZHUH

HVWLPDWHG�DW�DURXQG����ELOOLRQ�LQ������������7KH�FRVWV�ZRXOG�REYLRXVO\

EH�JUHDWHU�WKDQ�WKLV�WRGD\�UHIOHFWLQJ�ERWK�LQIODWLRQ�DQG�WKH�JURZWK�LQ�WKH

QXPEHU�DQG�VL]H�RI�EXVLQHVVHV���+RZHYHU��QR�ODWHU�HVWLPDWHV�DUH

DYDLODEOH�

�� 7KH����ELOOLRQ�UHIHUV�WR�WKH�WRWDO�FRVW�LPSRVHG�RQ�WKH�FRPPXQLW\�

7KH�DFWXDO�FRVWV�WR�EXVLQHVV�DUH�UHGXFHG�E\�WKH�WD[�GHGXFWLELOLW\�RI

FRPSOLDQFH�FRVWV�LQFXUUHG�DQG�WKH�FDVK�IORZ�EHQHILWV�ZKLFK�DULVH�LQ

VRPH�FDVHV�IURP�WKH�SD\PHQW�DUUDQJHPHQWV�

�� 7KHVH�HVWLPDWHV�UHIHU�WR�ERWK�WKH�FRPSOLDQFH�FRVWV�DVVRFLDWHG

ZLWK�WKH�SD\PHQW�RI�WD[HV�RQ�EXVLQHVV�LQFRPH�DQG�WKH�FRPSOLDQFH�FRVWV

RI�FROOHFWLQJ�D�UDQJH�RI�RWKHU�WD[HV�LQFOXGLQJ�)ULQJH�%HQHILWV�7D[��3$<(

DQG�RWKHU�WD[HV�RQ�HPSOR\HH�LQFRPH���7KH�WRWDO�FRPPXQLW\�FRVW�RI

FRPSOLDQFH�DVVRFLDWHG�ZLWK�EXVLQHVV�LQFRPH�ZDV�HVWLPDWHG�DW

�����ELOOLRQ���$IWHU�DOORZLQJ�IRU�GHGXFWLELOLW\�DQG�FDVK�IORZ�EHQHILWV�WKLV

IHOO�WR����ELOOLRQ�

The Review’s
recommendations
should significantly
reduce
compliance costs

�� ,I�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�UHGXFH�FRPSOLDQFH�FRVWV�LQ

UHVSHFW�RI�EXVLQHVV�WD[HV�E\�D�FRQVHUYDWLYHO\�HVWLPDWHG����SHU�FHQW��WKH

WRWDO�FRPPXQLW\�FRVW�RI�FRPSOLDQFH�ZRXOG�IDOO�E\�DURXQG������PLOOLRQ

LQ���������WHUPV���7KLV�ZRXOG�PHDQ�WKDW������PLOOLRQ�RI�WKH�QDWLRQ·V

UHVRXUFHV�ZKLFK�ZHUH�SUHYLRXVO\�HQJDJHG�LQ�HVVHQWLDOO\�QRQ�SURGXFWLYH

DFWLYLW\�FRXOG�EH�UHGLUHFWHG�WR�SURGXFLQJ�ZHDOWK�IRU�WKH�QDWLRQ��7KH

LQLWLDO�LPSDFW�ZRXOG�EH�WR�ERRVW�WD[DEOH�LQFRPH�RI�EXVLQHVVHV�E\

�����PLOOLRQ�DQG�UHGXFH�WKH�WD[DEOH�LQFRPH�RI�WKRVH�SHRSOH�RU

EXVLQHVVHV�SURYLGLQJ�FRPSOLDQFH�VHUYLFHV�E\�WKH�VDPH�DPRXQW���7KHUH

ZRXOG�DSSHDU�WR�EH�OLWWOH�QHW�LQLWLDO�LPSDFW�RQ�RYHUDOO�UHYHQXHV�

�� +RZHYHU��WKH�OLNHOLKRRG�LV�WKDW�WKH������PLOOLRQ�ZRXOG�EH�GHYRWHG

WR�SURGXFWLYH�DFWLYLW\�ZKLFK�HDUQHG�DGGLWLRQDO�LQFRPH���6DYLQJV�RI

�����PLOOLRQ�D�\HDU��LI�UHIOHFWHG�LQ�KLJKHU�OHYHOV�RI�LQYHVWPHQW��ZRXOG�VHH

D�ODUJHU�FDSLWDO�VWRFN�RYHU�D�SHULRG�RI�\HDUV�ZLWK�FRQVHTXHQW�LQFUHDVHV�LQ

WD[DEOH�LQFRPH�DQG�UHYHQXHV�

Substantial
compliance cost
savings further
support the case for
a significant growth
dividend

�� *LYHQ�WKH�LQKHUHQW�GLIILFXOWLHV�LQ�LGHQWLI\LQJ�ERWK�WKH�JURZWK�DQG

FRPSOLDQFH�GLYLGHQGV��WKH�5HYLHZ�LV�QRW�JRLQJ�WR�FODLP�D�VSHFLILF

DPRXQW�DV�D�FRPSOLDQFH�GLYLGHQG�EXW�WKH�DERYH�DUJXPHQWV�IXUWKHU

VXSSRUW�WKH�FDVH�IRU�LQFOXGLQJ�D�JURZWK�GLYLGHQG��UHFRJQLVLQJ�DW�WKH

VDPH�WLPH�WKDW�WKH�DPRXQW�LQFOXGHG�LV�OLNHO\�WR�VHULRXVO\�XQGHUVWDWH�WKH

SRWHQWLDO�

������������������������������������������������

� (YDQV &� 5LWFKLH .� 7UDQ�1DP % DQG :DOSROH 0 ������� $ 5HSRUW LQWR 7D[SD\HU &RVWV RI

&RPSOLDQFH� &RPPRQZHDOWK RI $XVWUDOLD� &DQEHUUD�
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Revenue trade-offs

Revenue estimates
are necessarily
subject to a high
degree of
uncertainty

�� 7KH�HVWLPDWHG�UHYHQXH�LPSDFWV�RI�YLUWXDOO\�DOO�WKH�PHDVXUHV

FRQVLGHUHG�E\�WKH�5HYLHZ�DUH�VXEMHFW�WR�D�VLJQLILFDQW�GHJUHH�RI

XQFHUWDLQW\���,Q�PDQ\�FDVHV�WKH�DYDLODEOH�GDWD�KDYH�EHHQ�LQDGHTXDWH�WR

SURYLGH�VRXQGO\�EDVHG�HVWLPDWHV�DQG�DVVXPSWLRQV��VRPH�KLJKO\

MXGJPHQWDO��KDG�WR�EH�PDGH�LQ�RUGHU�WR�FDOFXODWH�WKH�OLNHO\�LPSDFW�RI�D

PHDVXUH���,Q�RWKHU�FDVHV�PHDVXUHV�DUH�H[SHFWHG�WR�UHVXOW�LQ�VLJQLILFDQW

EHKDYLRXUDO�UHVSRQVHV�DQG�WKHUH�LV�QR�REMHFWLYH�EDVLV�RQ�ZKLFK�WR

HVWLPDWH�WKH�OLNHO\�VL]H�RI�VXFK�UHVSRQVHV�

�� 7KH�5HYLHZ�DFFHSWV�WKDW�WKH�HVWLPDWHV�SURGXFHG�E\�WKH

6HFUHWDULDW��ZLWK�VXEVWDQWLDO�DVVLVWDQFH�IURP�WKH�$XVWUDOLDQ�7D[DWLRQ

2IILFH��$72���DUH�DV�JRRG�DV�FDQ�EH�SURGXFHG���+RZHYHU��LW�LV�DOVR

FRQVFLRXV�WKDW�WKH�H[SHFWHG�UHYHQXH�LPSDFWV�RI�PHDVXUHV�LQWURGXFHG�LQ

WKH�SDVW�KDYH�EHHQ�VLJQLILFDQWO\�LQ�HUURU���)RU�H[DPSOH��WKH�DFWXDO

FRQWULEXWLRQ�WR�UHYHQXH�IURP�WKH�LQWURGXFWLRQ�RI�&*7�DQG�)%7

VXEVWDQWLDOO\�H[FHHGHG�WKH�7UHDVXU\�HVWLPDWHV�PDGH�DW�WKH�WLPH���7KH

5HYLHZ�EHOLHYHV�LW�KDV�DGRSWHG�D�FRQVHUYDWLYH�DSSURDFK�WR�HVWLPDWLQJ

UHYHQXH�LPSDFWV�DQG�WKHUH�LV�D�OLNHOLKRRG�WKDW�WKH�SDFNDJH�ZLOO�EH

VLJQLILFDQWO\�PRUH�UHYHQXH�SRVLWLYH�WKDQ�GLVFORVHG�LQ�WKH�5HYLHZ·V

HVWLPDWHV���,I�WKLV�SURYHV�WR�EH�WKH�FDVH��WKH�5HYLHZ�EHOLHYHV�WKDW�WKH

H[WUD�UHYHQXH�VKRXOG�EH�XVHG�WR�IXQG�DGGLWLRQDO�UHIRUPV�WR�HQKDQFH

IXUWKHU�WKH�FRPSHWLWLYHQHVV�RI�WKH�EXVLQHVV�WD[�V\VWHP�

Reforms had to be
judged on their
relative merit given
the revenue
neutrality
requirement

�� 7KH�5HYLHZ�LGHQWLILHG�D�VLJQLILFDQW�QXPEHU�RI�ZRUWKZKLOH�UHIRUPV

WKURXJK�LWV�DQDO\VLV�RI�WKH�FXUUHQW�DUUDQJHPHQWV�DQG�DV�D�UHVXOW�RI�WKH

PDQ\�VXEPLVVLRQV�PDGH�WR�WKH�5HYLHZ��ERWK�WKURXJK�IRUPDO

VXEPLVVLRQV�DQG�GXULQJ�WKH�PDQ\�FRQVXOWDWLYH�PHHWLQJV�WKDW�ZHUH�KHOG�

�� 8QIRUWXQDWHO\�QRW�DOO�WKHVH�UHIRUPV�FRXOG�EH�DFFRPPRGDWHG�LQ

WKH�5HYLHZ·V�UHFRPPHQGDWLRQV���7KH�UHYHQXH�QHXWUDOLW\�UHTXLUHPHQW

LPSRVHG�D�WLJKW�GLVFLSOLQH�RQ�WKH�SURFHVV�DQG�PHDQW�WKDW�WKH�5HYLHZ

RQO\�GHFLGHG�RQ�D�ILQDO�SDFNDJH�DV�D�UHVXOW�RI�MXGJPHQWV�DERXW�WKH

ZHLJKW�RI�DUJXPHQW�IRU�RU�DJDLQVW�SDUWLFXODU�PHDVXUHV�UHODWLYH�WR�RWKHU

PHDVXUHV���7KH�IDFW�WKDW�D�SDUWLFXODU�RSWLRQ�KDV�QRW�EHHQ�UHFRPPHQGHG

E\�WKH�5HYLHZ�GRHV�QRW�DOZD\V�UHIOHFW�D�MXGJPHQW�DERXW�WKDW�RSWLRQ·V

DEVROXWH�PHULW���,Q�PDQ\�FDVHV�LW�ZLOO�UHIOHFW�D�MXGJPHQW�DERXW�LWV�UHODWLYH

PHULWV�LQ�WHUPV�RI�WD[�SROLF\�YHUVXV�LWV�UHYHQXH�LPSDFW�

�� 1RWHZRUWK\�LQ�WKLV�UHVSHFW�LV�WKH�DEVHQFH�RI�D�UHFRPPHQGDWLRQ�WR

DOORZ�D�GHGXFWLRQ�IRU�WKH�DPRUWLVDWLRQ�RI�DFTXLUHG�JRRGZLOO���$Q

DUJXPHQW�LV�DGYDQFHG�WKDW��JLYHQ�LPPHGLDWH�GHGXFWLELOLW\�RI�H[SHQVHV

KHOSLQJ�WR�FUHDWH�JRRGZLOO�DQG�ZLWK�WKH�WD[DWLRQ�RI�JRRGZLOO�EHLQJ�RQO\

RQ�D�UHDOLVDWLRQV�EDVLV��DPRUWLVDWLRQ�RI�JRRGZLOO�FDQQRW�EH�MXVWLILHG�RQ

VWDQGDUG�WD[�SULQFLSOHV���+RZHYHU��$XVWUDOLDQ�EXVLQHVVHV�LQ�FRPSHWLWLRQ

ZLWK�RYHUVHDV�FRPSDQLHV�WR�DFTXLUH�RWKHU�EXVLQHVVHV�DUH�DW�D�FRPSHWLWLYH
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GLVDGYDQWDJH�EHFDXVH�VRPH�RWKHU�MXULVGLFWLRQV��VXFK�DV�WKH�86�DQG�8.�

DOORZ�IRU�WKH�FRVW�RI�DFTXLUHG�JRRGZLOO�WR�EH�DPRUWLVHG�LQ�FDOFXODWLQJ

WD[DEOH�LQFRPH�

�� 7KH�UHYHQXH�FRVW�RI�DOORZLQJ�DPRUWLVDWLRQ�RI�JRRGZLOO�ZRXOG�EH

VLJQLILFDQW�DQG�FRXOG�QRW�EH�DFFRPPRGDWHG�ZLWKLQ�WKH�5HYLHZ·V�UHYHQXH

QHXWUDOLW\�FRQVWUDLQW���7KH�5HYLHZ�EHOLHYHV�LW�ZRXOG�EH�ZRUWK\�RI�VHULRXV

FRQVLGHUDWLRQ��RQ�FRPSHWLWLYH�JURXQGV��LQ�WKH�IXWXUH�LI�ILVFDO

FLUFXPVWDQFHV�ZHUH�DSSURSULDWH�

�� 7KH�UHYHQXH�QHXWUDOLW\�FRQVWUDLQW��RI�QHFHVVLW\��PHDQW�WKDW�WKH

5HYLHZ�FRXOG�RQO\�UHFRPPHQG�UHGXFWLRQV�LQ�WD[�EXUGHQV�RQ�EXVLQHVV

ZKHUH�WKH�UHYHQXH�FRVW�FRXOG�EH�PHW�E\�LQFUHDVHG�WD[�EXUGHQV�LQ�RWKHU

DUHDV���7KH�FKRLFH�WKDW�WKH�5HYLHZ�IDFHG�LQ�HDFK�LQVWDQFH�ZDV�ZKHWKHU

¶VSHQGLQJ·�WKH�UHYHQXH�LQ�D�QHZ�ZD\�ZRXOG�SURYLGH�JUHDWHU�EHQHILWV�WR

EXVLQHVV�WKDQ�LI�WKH�UHYHQXH�ZDV�¶VSHQW·�LQ�WKH�FXUUHQW�PDQQHU��RU�DV

SURSRVHG�LQ�$�1HZ�7D[�6\VWHP�

�� ,Q�VRPH�FDVHV�WKH�FXUUHQW�UHYHQXH�ORVV�LV�DV�D�UHVXOW�RI�WD[

DYRLGDQFH�RU�DQRPDOLHV�LQ�WKH�ODZ�DQG�LW�ZDV�UHODWLYHO\�HDV\�WR�UHDFK�D

MXGJPHQW�WKDW�WKH�UHYHQXH�IURP�FRUUHFWLQJ�WKRVH�VLWXDWLRQV�FRXOG�EH

XVHG�WR�IXQG�RWKHU�PHDVXUHV���)XUWKHUPRUH��WKHVH�FKDQJHV�ZRXOG

SURYLGH�RYHUDOO�EHQHILWV�WR�EXVLQHVV�DQG�WKH�QDWLRQ�

�� ,Q�RWKHU�FDVHV��VXFK�DV�WKH�UHFRPPHQGDWLRQ�WR�XVH�UHYHQXH�IURP

WKH�DEROLWLRQ�RI�FDSLWDO�JDLQV�WD[�DYHUDJLQJ�DQG�LQGH[DWLRQ�WR�IXQG

HIIHFWLYHO\�ORZHU�WD[�UDWHV�RQ�FDSLWDO�JDLQV�IRU�LQGLYLGXDOV�DQG

VXSHUDQQXDWLRQ�IXQGV��WKH�MXGJPHQW�ZDV�PRUH�HYHQO\�EDODQFHG�

The accelerated
depreciation/
company tax rate
reduction trade-off
is the key issue

�� 7KH�PRVW�GLIILFXOW�MXGJPHQW�RI�DOO�ZDV�LQ�UHODWLRQ�WR�WKH

DFFHOHUDWHG�GHSUHFLDWLRQ�FRPSDQ\�WD[�UDWH�WUDGH�RII�

�� $�UHGXFWLRQ�LQ�WKH�FRPSDQ\�WD[�UDWH�ZLOO�PRYH�$XVWUDOLD�PRUH�LQWR

OLQH�ZLWK�RXU�FRPSHWLWRUV�IRU�LQWHUQDWLRQDO�FDSLWDO�IORZV�DQG�ZLOO�WKXV

KDYH�D�SRVLWLYH�HIIHFW�RQ�WKH�OHYHO�RI�LQYHVWPHQW��HFRQRPLF�JURZWK�DQG

MREV���7KLV�ZLOO�EH�RIIVHW�WR�YDU\LQJ�H[WHQWV�LQ�WKRVH�VHFWRUV�RI�WKH

HFRQRP\�EHQHILWLQJ�IURP�DFFHOHUDWHG�GHSUHFLDWLRQ�

�� $FFHOHUDWHG�GHSUHFLDWLRQ�LV�DOVR�VHHQ�DV�D�SRVLWLYH�E\�LQGXVWU\�DQG

DQ�LPSRUWDQW�IDFWRU�IRU�VRPH�LQGXVWULHV�LQ�GHWHUPLQLQJ�WKHLU

LQWHUQDWLRQDO�FRPSHWLWLYHQHVV���,I�DFFHOHUDWHG�GHSUHFLDWLRQ�ZHUH�WR�EH

UHWDLQHG�RQ�WKHVH�JURXQGV�WKHUH�PD\�EH�DUJXPHQWV�IRU�PDNLQJ�WKH

GHJUHH�RI�DFFHOHUDWLRQ�DFURVV�SDUWLFXODU�DVVHWV�PRUH�XQLIRUP���$�XQLIRUP

GHJUHH�RI�DFFHOHUDWLRQ�LV�VHHQ�DV�EHLQJ�OHVV�OLNHO\�WR�DGYHUVHO\�DIIHFW

LQYHVWPHQW�GHFLVLRQV���+RZHYHU��UHWDLQLQJ�DQ\�GHJUHH�RI�DFFHOHUDWLRQ

ZRXOG�UHGXFH�WKH�VFRSH�WR�UHGXFH�WKH�FRPSDQ\�WD[�UDWH���5HWDLQLQJ

DFFHOHUDWHG�GHSUHFLDWLRQ�ZRXOG�DOVR�LPSDFW�RQ�RWKHU�HOHPHQWV�RI�WKH

5HYLHZ·V�UHFRPPHQGDWLRQV�LQ�DUHDV�VXFK�DV�OHDVLQJ�DQG�ULJKWV�
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Other countries
typically allow
some degree of
accelerated
depreciation,
particularly for
mining

�� 7KH�5HYLHZ�JDYH�FRQVLGHUDEOH�ZHLJKW�WR�WKH�LQWHUQDWLRQDO

FRPSHWLWLYHQHVV�LVVXH���&OHDUO\�DFFHOHUDWHG�GHSUHFLDWLRQ�GRHV�SURYLGH

FRQVLGHUDEOH�EHQHILWV�WR�FDSLWDO�LQWHQVLYH�LQGXVWULHV���)XUWKHU��WKH

5HYLHZ·V�LQIRUPDWLRQ�SDSHU��$Q�,QWHUQDWLRQDO�3HUVSHFWLYH��GHPRQVWUDWHG

WKDW�YLUWXDOO\�DOO�FRXQWULHV�H[DPLQHG�DOORZHG�VRPH�GHJUHH�RI

DFFHOHUDWLRQ��SDUWLFXODUO\�LQ�UHVSHFW�RI�PLQLQJ�

A majority of
submissions
favoured a
reduction in the
company tax rate

�� 2Q�WKH�RWKHU�KDQG��WKHUH�ZDV�D�VXEVWDQWLDO�PDMRULW\�RI

VXEPLVVLRQV�IDYRXULQJ�D�UHGXFWLRQ�LQ�WKH�WD[�UDWH�RYHU�FRQWLQXDWLRQ�RI

DFFHOHUDWHG�GHSUHFLDWLRQ���7KH�GHFLVLRQ�DV�WR�ZKLFK�PHDVXUH�ZLOO�GHOLYHU

WKH�VWURQJHVW�HFRQRPLF�JURZWK�DQG�YLWDOLW\�LV�FUXFLDO�DQG�ZLOO�KDYH�D

VLJQLILFDQW�LQIOXHQFH�RQ�WKH�IXWXUH�VKDSH�RI�WKH�$XVWUDOLDQ�HFRQRP\���,W

LV�HVVHQWLDOO\�D�MXGJPHQW�FDOO���,I�WKH�*RYHUQPHQW�EHOLHYHV�WKDW�UHGXFLQJ

WKH�FRPSDQ\�WD[�UDWH�ZLOO�GHOLYHU�WKH�EHVW�RXWFRPH��WKH�HOLPLQDWLRQ�RI

DFFHOHUDWHG�GHSUHFLDWLRQ�ZLOO�EH�QHFHVVDU\�WR�DFKLHYH�WKLV���7KHUH�DUH

VHYHUDO�SRLQWV�WR�QRWH�LQ�UHODWLRQ�WR�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�WKDW

DUH�UHOHYDQW�WR�WKLV�GHFLVLRQ�

� (QWLWLHV�WKDW�PD\�ORVH�WKURXJK�HOLPLQDWLQJ�WKLV�FRQFHVVLRQ�ZLOO�KDYH

RIIVHWWLQJ�JDLQV�WKURXJK�WKH�ORZHU�WD[�UDWH�DQG�WKH�UHFRPPHQGHG

WUHDWPHQW�RI�EODFNKROH�H[SHQGLWXUHV�

� 0RGHOOLQJ�RI�WKH�RYHUDOO�WD[�UHIRUP�SDFNDJH�VXJJHVWV�WKDW�WKRVH

LQGXVWULHV�PRVW�GLVDGYDQWDJHG�E\�WKH�UHPRYDO�RI�DFFHOHUDWHG

GHSUHFLDWLRQ�ZLOO�EHQHILW�E\�D�PRUH�WKDQ�RIIVHWWLQJ�DPRXQW�IURP

LQGLUHFW�WD[�UHIRUP�

� ,W�VKRXOG�EH�QRWHG�WKDW�LQ�DQ�LPSXWDWLRQ�V\VWHP��VXFK�DV�$XVWUDOLD·V�

WD[�SUHIHUUHG�LQFRPH�DULVLQJ�IURP�DFFHOHUDWHG�GHSUHFLDWLRQ�LV�FODZHG

EDFN�XSRQ�GLVWULEXWLRQ�WR�VKDUHKROGHUV�

� 7KH�VLPSOLILHG�GHSUHFLDWLRQ�SURYLVLRQV�IRU�VPDOO�EXVLQHVV��ZKLFK�ZLOO

FRYHU����SHU�FHQW�RI�SULPDU\�SURGXFHUV��ZLOO�FRQWLQXH�WR�SURYLGH

DFFHOHUDWHG�GHSUHFLDWLRQ�IRU�EXVLQHVVHV�ZKLFK�IDOO�LQWR�WKLV�FDWHJRU\�

� (OLPLQDWLRQ�RI�DFFHOHUDWHG�GHSUHFLDWLRQ�ZLOO�HOLPLQDWH�D�PDMRU�VRXUFH

RI�WD[�SUHIHUUHG�LQFRPH���7KLV�SHUPLWV�JUHDWHU�VLPSOLILFDWLRQ�LQ�PDQ\

DUHDV�RI�WKH�OHJLVODWLRQ�ZLWKRXW�MHRSDUGLVLQJ�WKH�LQWHJULW\�RI�WKH

V\VWHP�

The choice
between
accelerated
depreciation and
reducing the
company tax rate
is not an easy one
to make

�� +RZHYHU��WKH�UHYHQXH�QHXWUDOLW\�FRQVWUDLQW�UHTXLUHG�WKDW�D

MXGJPHQW�EH�PDGH�EHWZHHQ�WKHVH�WZR�RSWLRQV���7KLV�ZDV�QRW�DQ�HDV\

MXGJPHQW�WR�PDNH�EXW�WKH�SDFNDJH�RI�UHFRPPHQGDWLRQV�SUHVHQWHG�E\

WKH�5HYLHZ�LV�SUHGLFDWHG�XSRQ�WKH�DEROLWLRQ�RI�DFFHOHUDWHG�GHSUHFLDWLRQ

DQG�RWKHU�UHYHQXH�UDLVLQJ�PHDVXUHV�WR�ILQDQFH�D�SKDVHG�UHGXFWLRQ�LQ�WKH

FRPSDQ\�WD[�UDWH�WR����SHU�FHQW�
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�� ,W�ZRXOG�EH�SRVVLEOH�WR�PRGLI\�WKH�SDFNDJH�E\�LQFOXGLQJ�DQ

HOHPHQW�RI�DFFHOHUDWHG�GHSUHFLDWLRQ�DW�WKH�FRVW�RI�LQFUHDVLQJ�WKH

FRPSDQ\�WD[�UDWH���7KLV�ZRXOG�DOVR�UHTXLUH��KRZHYHU��VRPH�DGGLWLRQDO

PRGLILFDWLRQV�WR�WKH�5HYLHZ·V�SURSRVDOV�LQ�RUGHU�WR�SURWHFW�WKH�UHYHQXH

DJDLQVW�XQLQWHQGHG�WD[�SUHIHUUHG�LQFRPH�WUDQVIHUV���$�VLJQLILFDQW�SDUW�RI

WKH�FXUUHQW�FRPSOH[LW\�RI�WKH�WD[�V\VWHP�DULVHV�IURP�DWWHPSWV�WR�OLPLW

DFFHVV�WR�SDUWLFXODU�FRQFHVVLRQV���7KLV�LV�QRW�QHFHVVDU\�ZKHQ

WD[�SUHIHUUHG�LQFRPH�LV�QRW�D�PDMRU�IHDWXUH�RI�WKH�WD[�V\VWHP���7KLV

FRPELQDWLRQ�RI�IDFWRUV�OHG�WR�WKH�5HYLHZ�RSWLQJ�IRU�WKH�ORZHU�WD[�UDWH

DOWHUQDWLYH�

Implementation

�� 7KH�HQWLW\�WD[�SURSRVDOV�LQ�$�1HZ�7D[�6\VWHP�ZHUH�LQWHQGHG�WR

FRPPHQFH�LQ�WKH���������LQFRPH�\HDU���&RQVHTXHQWO\�WKH�5HYLHZ�KDV

WDNHQ�WKLV�DV�LWV�VWDUWLQJ�SRLQW�LQ�UHFRPPHQGLQJ�WKH�WLPLQJ�RI

LPSOHPHQWDWLRQ�RI�SDUWLFXODU�UHFRPPHQGDWLRQV���7DEOH���VHWV�RXW�WKH

5HYLHZ·V�SURSRVHG�WLPLQJ�RI�LPSOHPHQWDWLRQ�IRU�EURDG�FDWHJRULHV�RI

PHDVXUHV���)XUWKHU�GHWDLO�LV�DYDLODEOH�LQ�WKH�ERG\�RI�WKH�UHSRUW�LQ�UHVSHFW

RI�VSHFLILF�UHFRPPHQGDWLRQV�

Table 3 Timing of implementation
Recommended measure Implementation timing

Removal of accelerated depreciation
businesses with turnover of $1,000,000 or more
businesses with a turnover less than $1,000,000

Announcement
1 July 2000 but applying to assets
acquired after date of
announcement

Removal of balancing charge rollovers

businesses with turnover of $1,000,000 or more
businesses with a turnover less than $1,000,000

Announcement

1 July 2000

Preventing assignment of leases 22 February 1999

Write-off for rights

Indefeasible rights to use

Other

Announcement

1 July 2000

Repeal of excess mining deductions rules Announcement

Other investment measures 1 July 2000

Entity measures 1 July 2000

Small business 1 July 2000
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Table 3 Timing of implementation (contd)
Recommended measure Implementation timing

Capital gains tax
Removal of averaging
Freezing of indexation
Percentage of gains included in taxable
income
Scrip-for- scrip
Venture capital

Announcement
30 September 1999
1 October 1999
Announcement
Announcement

Integrity measures
Loss duplication

Value shifting
Other

22 February 1999, date of
announcement, 1 July 2000
22 February 1999, 1 July 2000
1 July 2000

Fringe benefits taxation
Repeal FBT on entertainment
Other measures

2002-03
2001-02

High level rules 1 July 2000

The Review’s
recommendations
are revenue neutral

�� 7DEOH���VHWV�RXW�WKH�RYHUDOO�UHYHQXH�LPSOLFDWLRQV�RI�WKH�5HYLHZ·V

UHFRPPHQGDWLRQV���7KH�FRVW�RI�WKH�FRPSDQ\�WD[�UDWH�UHGXFWLRQ�KDV�WZR

PDLQ�HOHPHQWV���7KH�ILUVW�LV�WKH�UHGXFHG�UHYHQXH�JDLQV�IURP�WKH

*RYHUQPHQW·V�EXVLQHVV�WD[�PHDVXUHV�DQQRXQFHG�LQ�$�1HZ�7D[�6\VWHP�DV

D�UHVXOW�RI�WKH�FRPSDQ\�WD[�UDWH�EHLQJ�UHGXFHG�IURP����SHU�FHQW�WR

���SHU�FHQW�LQ���������DQG����SHU�FHQW�WKHUHDIWHU���7KH�UHYHQXH�ORVV�LQ

UHVSHFW�RI�WKHVH�PHDVXUHV�LV�VLJQLILFDQW�

�� 7KH�VHFRQG��DQG�PDMRU��FRPSRQHQW�LV�WKH�FRVW�RI�UHGXFLQJ�WKH

FRPSDQ\�WD[�UDWH�LQ�UHVSHFW�RI�WKH�H[LVWLQJ�FRPSDQ\�WD[�EDVH�

�� 7KH�FKDQJHV�WR�WKH�WD[DWLRQ�RI�LQYHVWPHQWV�DQG�LQFRPH�IURP

HQWLWLHV�DUH�FRVWHG�RQ�WKH�EDVLV�RI�WKH�SURSRVHG�FRPSDQ\�WD[�UDWHV���7KH

PDMRU�RIIVHWWLQJ�HOHPHQW�LV�WKH�UHYHQXH�JDLQ�IURP�WKH�UHPRYDO�RI

DFFHOHUDWHG�GHSUHFLDWLRQ�
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Table 4 Revenue implications of Review’s recommendations
99-00

$m

00-01

$m

01-02

$m

02-03

$m

03-04

$m

04-05

$m

Company tax rate (%) 36 34 30 30 30 30

Loss of revenue from
A New Tax System
measures as a result of
reducing company tax
rate(a)

-10 -190 -680 -320 -370 -380

Cost to revenue of
reducing company tax
rate on existing base -1,160 -2,840 -2,740 -2,740 -3,030

Total cost of company
tax rate reduction -10 -1,350 -3,520 -3,060 -3,100 -3,410

Removal of accelerated
depreciation 40 1,150 2,220 2,300 2,610 2,550

Other changes to
taxation of investments 10 390 770 120 -100 -300

Total revenue from
changes to taxation of
investments 50 1,540 2,990 2,420 2,520 2,260

Changes to taxation of
income from entities -60 -660 -360 -410 -240 -290

Small business measures
-520 -530 -210 -330 -420

Integrity measures 530 1,030 980 980 990

CGT reforms 160 170 100 50 -30

FBT reforms 10 -210 70 100

High level design reforms
-30 220 210 290 280

Growth dividend 50 100 200 300 500

Revenue impact of
package -30 -270 120 30 540 -20

(a) The estimate incorporates the impact of base broadening on revenue gained from
trusts at the recommended company tax rates; that is, the measure is costed
against the Review’s recommendations.

�� 'HWDLOHG�WDEOHV�VKRZLQJ�WKH�UHYHQXH�LPSDFW�RI�HDFK�PHDVXUH�DUH

LQFOXGHG�LQ�6HFWLRQ����

Impact of the Review’s
recommendations

Reforms are not a
zero sum game
despite revenue
neutrality

�� 7KH�UHYHQXH�QHXWUDOLW\�FRQVWUDLQW�PLJKW��DW�ILUVW�JODQFH��EH�WKRXJKW

WR�LPSO\�WKDW�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�UHSUHVHQW�D�]HUR�VXP�JDPH�

,Q�IDFW��WR�WKH�H[WHQW�WKDW�WKH�5HYLHZ·V�UHIRUPV�LQFUHDVH�HFRQRPLF

JURZWK�DQG�UHGXFH�FRPSOLDQFH�FRVWV�WKHUH�ZLOO�EH�FOHDU�QHW�JDLQV�WR

EXVLQHVV��*RYHUQPHQW�DQG�WKH�FRPPXQLW\�JHQHUDOO\���7KH�JURZWK
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GLYLGHQG�UHIOHFWV�RQO\�WKH�SDUW�RI�WKRVH�JDLQV�SDLG�LQ�WD[���7KH�UHPDLQGHU

LV�D�QHW�EHQHILW�WR�EXVLQHVV�DV�D�ZKROH�

�� ,Q�DGGLWLRQ��WKH�5HYLHZ�H[SHFWV�LWV�UHFRPPHQGDWLRQV�WR�VWHP

PDQ\�RI�WKH�WD[�OHDNDJHV�ZKLFK�FXUUHQWO\�XQGHUPLQH�WKH�V\VWHP���7KH

VRXQGHU�VWUXFWXUH�RI�WKH�OHJLVODWLRQ�DQG�WKH�PRUH�FRQVLVWHQW�DSSURDFK�WR

LVVXHV�ZLOO�PLQLPLVH�WKH�RSSRUWXQLWLHV�IRU�DYRLGDQFH���$V�QRWHG��WKH

5HYLHZ�EHOLHYHV�WKDW�WKH�UHYHQXH�EHQHILWV�IURP�VXFK�DQ�RXWFRPH��PDQ\

RI�ZKLFK�DUH�QRW�FDSWXUHG�LQ�WKH�FXUUHQW�HVWLPDWHV��VKRXOG�EH�GLUHFWHG�DW

IXUWKHU�LPSURYLQJ�WKH�LQWHUQDWLRQDO�FRPSHWLWLYHQHVV�RI�$XVWUDOLDQ

EXVLQHVV�

Accelerated depreciation/company
tax rate trade-off

There will be both
winners and losers
from the trade-off,
but more winners
than losers

�� 7KH�PDMRU�WUDGH�RII�UHODWHV�WR�WKH�DEROLWLRQ�RI�DFFHOHUDWHG

GHSUHFLDWLRQ�DQG�WKH�UHGXFWLRQ�RI�WKH�FRPSDQ\�WD[�UDWH�WR����SHU�FHQW�

7KH�LPPHGLDWH�LPSDFWV�RI�WKHVH�WZR�PHDVXUHV�DUH�UHODWLYHO\�HDV\�WR

LGHQWLI\�

�� $OO�HQWLWLHV�ZLWK�WD[DEOH�LQFRPH�ZLOO�EHQHILW�IURP�WKH�UHGXFWLRQ�RI

WKH�FRPSDQ\�WD[�UDWH���,W�ZLOO�QRW�GLUHFWO\�EHQHILW�WD[SD\HUV�IDFLQJ

SHUVRQDO�WD[�UDWHV�DQG�LW�ZLOO�QRW�LPPHGLDWHO\�EHQHILW�HQWLWLHV�LQ�WD[�ORVV�

%XW�LQ�HYDOXDWLQJ�WKH�HIIHFWV�RI�WD[�UHIRUP�UHJDUG�KDV�WR�EH�KDG�WR�WKH

WRWDO�WD[�SDFNDJH��LQFOXGLQJ�FKDQJHV�WR�LQGLUHFW�WD[DWLRQ�DQG�WKH�SHUVRQDO

WD[�VFDOHV�

�� 7KH�UHGXFWLRQ�LQ�WKH�FRPSDQ\�WD[�UDWH�ZLOO�RI�FRXUVH��LQFUHDVH�WKH

DIWHU�WD[�SURILWV�RI�$XVWUDOLDQ�FRPSDQLHV���,I�WKH�ORZHU�FRPSDQ\�WD[

ZHUH�WR�EH�IXOO\�UHIOHFWHG�LQ�JUHDWHU�GLYLGHQG�SD\PHQWV��ERWK�GRPHVWLF

DQG�QRQ�UHVLGHQW�VKDUHKROGHUV�ZRXOG�UHFHLYH�D�FDVK�IORZ�EHQHILW���,I�WKH

GLYLGHQG�SD\PHQW�ZHUH�WR�EH�XQFKDQJHG�LQ�DEVROXWH�WHUPV��WKH�DPRXQW

RI�LQFRPH�UHWDLQHG�E\�WKH�FRPSDQ\�ZRXOG�EH�JUHDWHU�ZLWK�EHQHILWV�LQ

WHUPV�RI�LQFUHDVHG�LQYHVWPHQW�

Removal of
accelerated
depreciation will
impact adversely
on some
investments

�� 5HPRYLQJ�DFFHOHUDWHG�GHSUHFLDWLRQ�ZLOO�LPSDFW�DGYHUVHO\�RQ�WKRVH

EXVLQHVVHV��RWKHU�WKDQ�VPDOO�EXVLQHVVHV��FXUUHQWO\�WDNLQJ�DGYDQWDJH�RI

DFFHOHUDWHG�GHSUHFLDWLRQ�LQ�UHVSHFW�RI�WKHLU�SODQW�DQG�HTXLSPHQW���,W�ZLOO

DOVR�LPSDFW�DGYHUVHO\�RQ�PDMRU�UHVRXUFH�SURMHFWV�ZKLFK�WHQG�WR�EH

ILQDQFHG�WR�D�VLJQLILFDQW�H[WHQW�WKURXJK�QRQ�UHFRXUVH�GHEW���7KH�FDVK

IORZ�EHQHILWV�RI�DFFHOHUDWHG�GHSUHFLDWLRQ�VLJQLILFDQWO\�UHGXFH�WKH�ULVN�RI

IXQGLQJ�VXFK�SURMHFWV�DQG�FRQVHTXHQWO\�LPSURYH�IXQGLQJ�DYDLODELOLW\�

��� $V�QRWHG�LQ�$�3ODWIRUP�IRU�&RQVXOWDWLRQ���7DEOH�%����SDJH������WKH

UDWH�RI�DFFHOHUDWLRQ�YDULHV�PDUNHGO\�DFURVV�WKH�UDQJH�RI�SODQW�DQG

HTXLSPHQW���&RQVHTXHQWO\��WKH�LPSDFW�RQ�SDUWLFXODU�EXVLQHVVHV�ZLOO

GHSHQG�QRW�RQO\�RQ�WKHLU�FDSLWDO�LQWHQVLW\�EXW�RQ�WKH�UDWH�RI�DFFHOHUDWLRQ
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DSSO\LQJ�WR�WKH�SDUWLFXODU�DVVHWV�WKH\�XVH�

��� 7KH�QHW�LPSDFW�RI�WKH�FRPSDQ\�WD[�UDWH�UHGXFWLRQ�DFFHOHUDWHG

GHSUHFLDWLRQ�WUDGH�RII�RQ�LQGLYLGXDO�FRPSDQLHV�ZLOO�GHSHQG�RQ�WKH

H[WHQW�WR�ZKLFK�WKH\�FXUUHQWO\�EHQHILW�IURP�DFFHOHUDWHG�GHSUHFLDWLRQ�

7KH�YROXPH�RI�FDSLWDO�LQWHQVLYH�LQYHVWPHQWV�LV�OLNHO\�WR�EH�ORZHU�WKDQ

ZRXOG�RWKHUZLVH�EH�WKH�FDVH��UHIOHFWLQJ�WKH�QHW�GLVDGYDQWDJH�WR�VXFK

LQYHVWPHQWV�IURP�WKH�DFFHOHUDWHG�GHSUHFLDWLRQ�FRPSDQ\�WD[�UDWH

WUDGH�RII���&RQYHUVHO\��WKH�YROXPH�RI�OHVV�FDSLWDO�LQWHQVLYH�LQYHVWPHQWV

LV�OLNHO\�WR�EH�KLJKHU�WKDQ�ZRXOG�RWKHUZLVH�KDYH�EHHQ�WKH�FDVH�

��� 7R�WKH�H[WHQW�WKDW�FRPSDQLHV�UHFHLYLQJ�D�QHW�EHQHILW�IURP�WKH

WUDGH�RII�RQ�LQGLYLGXDO�FRPSDQLHV�WKHQ�LQFUHDVH�GLVWULEXWLRQV�RI�IUDQNHG

LQFRPH��WKH�EHQHILW�RI�DQ\�UHGXFWLRQ�LQ�WKH�FRPSDQ\�WD[�UDWH�ZRXOG�EH

FODZHG�EDFN�E\�WKH�LPSXWDWLRQ�V\VWHP�IRU�UHVLGHQW�VKDUHKROGHUV���)RU

QRQ�UHVLGHQW�VKDUHKROGHUV�WKH�WRWDO�DPRXQW�RI�WD[�SDLG�ZLOO�KDYH�IDOOHQ

IURP����SHU�FHQW�WR����SHU�FHQW�DQG�VR�WKH\�ZLOO�UHFHLYH�D�VLJQLILFDQW

UHGXFWLRQ�LQ�$XVWUDOLDQ�WD[���)RU�XQIUDQNHG�GLYLGHQGV�WKH�SRVLWLRQ�RI

ERWK�UHVLGHQW�DQG�QRQ�UHVLGHQW�VKDUHKROGHUV�ZLOO�EH�XQFKDQJHG�

+RZHYHU��LW�LV�LPSRUWDQW�WR�QRWH�WKDW�WKH�DFFHOHUDWHG

GHSUHFLDWLRQ�FRPSDQ\�WD[�UDWH�WUDGH�RII�ZLOO�UHGXFH�WKH�SURSRUWLRQ�RI

WD[�SUHIHUUHG�LQFRPH��DQG�FRQVHTXHQWO\�LQFUHDVH�WKH�SURSRUWLRQ�RI

IUDQNHG�GLYLGHQGV��SDLG�E\�$XVWUDOLDQ�FRPSDQLHV�

��� $OWHUQDWLYHO\��FRPSDQLHV�PD\�UHIOHFW�DQ\�QHW�EHQHILWV�RI�WKH�VZLWFK

LQ�D�KLJKHU�OHYHO�RI�UHWDLQHG�HDUQLQJV���7KLV�ZLOO�OHDG�WR�JUHDWHU�OHYHOV�RI

LQYHVWPHQW�DQG�LQFUHDVHG�IXWXUH�SURILWV�WR�WKH�EHQHILW�RI�VKDUHKROGHUV�

The relative impact
of proposed
reforms on
particular industries
has been modelled

��� 7KH�DERYH�DQDO\VLV�IRFXVHV�SULQFLSDOO\�RQ�WKH�ILUVW�URXQG�HIIHFWV�RI

WKH�FKDQJH���7KHUH�ZLOO�EH�D�UDQJH�RI�VHFRQG�URXQG�HIIHFWV�DV�VRPH

DFWLYLWLHV�H[SDQG�DQG�RWKHUV�FRQWUDFW���7KH�'HSDUWPHQW�RI�,QGXVWU\�

6FLHQFH�DQG�5HVRXUFHV�KDV�FRPPLVVLRQHG�D�VWXG\�ZKLFK�SURYLGHV�VRPH

HVWLPDWHV�RI�WKH�LPSDFW�RI�WKH�EXVLQHVV�WD[�UHIRUPV�RQ�LQGLYLGXDO

LQGXVWULHV�

��� 7KH�VWXG\�XVHG�WKH�(FRQWHFK�00����PRGHO�WR�VLPXODWH�WKH�HIIHFW

RI�WKH�GLUHFW�LPSDFW�RQ�LQGXVWU\�FRVWV�RI�WKRVH�FKDQJHV�LQ�EXVLQHVV

WD[DWLRQ�ZKLFK�FRXOG�EH�DOORFDWHG�WR�LQGXVWU\���7KH�PRGHO�FDSWXUHV�WKH

LQGLUHFW�HIIHFWV�DULVLQJ�IURP�FKDQJHV�LQ�LQGXVWU\�FRVWV�DQG�WKH�SULFHV�RI

WKHLU�RXWSXWV��7KH�VWXG\�QHFHVVDULO\�UHOLHV�RQ�D�QXPEHU�RI�DVVXPSWLRQV

ZKLFK�PD\�RU�PD\�QRW�EH�ERUQH�RXW�LQ�SUDFWLFH���7KH�GHWDLOV�RI�WKH�VWXG\

DQG�WKH�UHVXOWV�DUH�GLVFXVVHG�LQ�6HFWLRQ����

��� 1R�DWWHPSW�KDV�EHHQ�PDGH�WR�HVWLPDWH�WKH�VL]H�RI�DQ\�JURZWK

GLYLGHQG�IORZLQJ�IURP�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�IRU�WKH�UHDVRQV

VHW�RXW�HDUOLHU���7KH�IRFXV�ZDV�RQ�HVWLPDWLQJ�WKH�UHODWLYH�LPSDFW�RI�WKH

5HYLHZ·V�UHFRPPHQGDWLRQV�RQ�LQGXVWU\�RXWSXW�
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All industries are
likely to be better
off

��� :KDW�WKH�UHVXOWV�LQGLFDWH�LV�WKDW�D�PDUNHG�GLVSDULW\�EHWZHHQ�WKH

LPSDFWV�RQ�SDUWLFXODU�LQGXVWULHV�LV�XQOLNHO\���6RPH�ZLOO�JURZ�PDUJLQDOO\

PRUH�VORZO\�WKDQ�PLJKW�RWKHUZLVH�KDYH�EHHQ�WKH�FDVH��ZKLOH�RWKHUV�ZLOO

JURZ�VOLJKWO\�PRUH�TXLFNO\���,I�WKH�RYHUDOO�SDFNDJH�UHVXOWV�LQ�D�JURZWK

GLYLGHQG�RI�WKH�RUGHU�DQWLFLSDWHG�E\�WKH�5HYLHZ�³�DQ�LQFUHDVH�RI

õ�SHU�FHQW�LQ�*'3�RYHU�WKH�ORQJHU�WHUP�³�WKHQ�DOO�LQGXVWULHV�DUH�OLNHO\

WR�EH�EHWWHU�RII�DV�D�UHVXOW�RI�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�

Compliance costs

Reduced
compliance costs
will be a major
benefit to
Australian business

��� 7KH�5HYLHZ·V�UHFRPPHQGDWLRQV�DUH�LQWHQGHG�WR�SURYLGH�D�PRUH

FRQVLVWHQW�DQG�HDVLO\�XQGHUVWRRG�EXVLQHVV�WD[�V\VWHP�

��� 7KH�FRPSUHKHQVLYH�H[DPLQDWLRQ�RI�WKH�IXOO�UDQJH�RI�EXVLQHVV�WD[

PHDVXUHV�KDV�PHDQW�WKDW�DQRPDOLHV�DQG�LQFRQVLVWHQFLHV�KDYH�EHHQ

LGHQWLILHG�DQG�UHPRYHG���)RU�H[DPSOH��WKH�UHFRPPHQGDWLRQV�ZLOO�UHSODFH

���GLIIHUHQW�FDSLWDO�DOORZDQFH�UHJLPHV�ZLWK�WZR�VLPSOHU�UHJLPHV�

7UDQVDFWLRQV�ZKLFK�DUH�VLPLODU�LQ�WHUPV�RI�HFRQRPLF�VXEVWDQFH�ZLOO�EH

WD[HG�LQ�VLPLODU�ZD\V�

��� $GRSWLRQ�RI�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�ZLOO�PRYH�WD[

WUHDWPHQW�DQG�DFFRXQWLQJ�WUHDWPHQW�FORVHU�WRJHWKHU�LQ�PDQ\�DUHDV�

��� 7KH�WD[�OHJLVODWLRQ�ZLOO�EH�UHVWUXFWXUHG�RQ�WKH�EDVLV�RI�KLJK�OHYHO

DQG�FRQVLVWHQW�SULQFLSOHV���:KHUH�D�FDVH�KDV�EHHQ�PDGH�IRU�GHYLDWLRQV

IURP�WKHVH�SULQFLSOHV�WKH�GHYLDWLRQ�ZLOO�EH�PDGH�H[SOLFLWO\�DQG�WKH

UHDVRQV�H[SODLQHG�

��� $OO�RI�WKHVH�FKDQJHV�VKRXOG�FRQWULEXWH�WR�PDUNHGO\�ORZHU

FRPSOLDQFH�FRVWV�IRU�EXVLQHVV�DQG�VLPSOHU�DGPLQLVWUDWLRQ�IRU�WKH�WD[

DXWKRULWLHV�

��� 7KH�5HYLHZ·V�SURSRVDOV�IRU�D�%RDUG�RI�7D[DWLRQ��D�&KDUWHU�RI

%XVLQHVV�7D[DWLRQ�DQG�D�PXFK�PRUH�H[WHQVLYH�RQJRLQJ�FRQVXOWDWLRQ

SURFHVV�ZLOO�DOO�ZRUN�WR�HQVXUH�WKDW�UHGXFLQJ�FRPSOLDQFH�FRVWV�ZLOO

UHPDLQ�D�KLJK�SULRULW\�LQ�WKH�IXWXUH�GHYHORSPHQW�RI�WKH�EXVLQHVV�WD[

V\VWHP�

There has been a
particular focus on
reducing
compliance costs

��� 7KH�IRFXV�RI�WKH�VPDOO�EXVLQHVV�LQLWLDWLYH�UHFRPPHQGHG�E\�WKH

5HYLHZ�LV�RQ�VLPSOLI\LQJ�WKH�LQWHUDFWLRQ�RI�VPDOO�EXVLQHVVHV�ZLWK�WKH�WD[

V\VWHP���7KH�VLPSOLILHG�WD[�V\VWHP�IRU�VPDOO�EXVLQHVV�ZLOO�EH�DYDLODEOH�WR

RYHU����SHU�FHQW�RI�EXVLQHVVHV�LQ�$XVWUDOLD���$V�QRWHG�HDUOLHU��LW�KDV�EHHQ

FODLPHG�WKDW�DOPRVW����SHU�FHQW�RI�WKH�HVWLPDWHG����ELOOLRQ�FRPSOLDQFH
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for small business FRVWV�LQFXUUHG�E\�$XVWUDOLDQ�EXVLQHVV�LV�LQFXUUHG�E\�VPDOO�EXVLQHVV��

7KH�5HYLHZ·V�UHFRPPHQGDWLRQV�ZLOO�OHDG�WR�D�VXEVWDQWLDO�UHGXFWLRQ�LQ

WKHVH�FRVWV�

Impact on businesses

Recommended
reforms will support
the globalisation of
Australian business
and reduce
compliance costs

��� :KHUH�RQFH�$XVWUDOLD·V�LQWHUQDWLRQDO�EXVLQHVVHV�ZHUH�ODUJHO\

FRQFHQWUDWHG�LQ�WKH�UHVRXUFH�LQGXVWULHV�WKH\�DUH�QRZ�IRXQG�LQ�DOPRVW

HYHU\�W\SH�RI�EXVLQHVV���$XVWUDOLDQ�ILUPV�DUH�LQFUHDVLQJO\�LPSRUWDQW

SOD\HUV�LQ�D�JURZLQJ�UDQJH�RI�LQWHUQDWLRQDO�PDUNHWV�

��� 7KH�5HYLHZ�KDV�EHHQ�YHU\�FRQVFLRXV�RI�WKH�QHHG�WR�HQVXUH�WKDW

WKH�WD[�V\VWHP�IDFLOLWDWHV�WKH�LQWHUQDWLRQDOLVDWLRQ�RI�$XVWUDOLDQ�EXVLQHVV�

7KH�5HYLHZ�LV�UHFRPPHQGLQJ�WKDW�LPSXWDWLRQ�FUHGLWV�EH�DOORZHG�IRU

IRUHLJQ�GLYLGHQG�ZLWKKROGLQJ�WD[HV�SDLG�RQ�IRUHLJQ�VRXUFH�LQFRPH�RI

$XVWUDOLDQ�HQWLWLHV��XS�WR����SHU�FHQW���7KLV�ZLOO�UHPRYH�D�GLVLQFHQWLYH

IRU�$XVWUDOLDQ�ILUPV�WR�H[SDQG�RYHUVHDV�

��� 7KH�5HYLHZ�LV�DOVR�UHFRPPHQGLQJ�DJDLQVW�WKH�GHIHUUHG�FRPSDQ\

WD[�SURSRVDO��SDUWO\�RQ�WKH�JURXQGV�RI�WKH�DGYHUVH�LPSDFW�RQ

QRQ�SRUWIROLR�IRUHLJQ�LQYHVWRUV���$QRWKHU�LPSRUWDQW�FRQVLGHUDWLRQ�ZDV

WKDW�WKH�GHIHUUHG�FRPSDQ\�WD[�ZRXOG�KDYH�KDG�D�QHJDWLYH�LPSDFW�RQ

UHSRUWHG�FRPSDQ\�SURILWV�ZLWKRXW�DGYDQWDJLQJ�VKDUHKROGHUV��DQG�ZLWK

RQO\�D�VKRUW�WHUP�WLPLQJ�HIIHFW�RQ�*RYHUQPHQW�UHYHQXHV���7KH

WUHDWPHQW�RI�VR�FDOOHG�FRQGXLW�LQFRPH�³�IRUHLJQ�VRXUFH�LQFRPH�IORZLQJ

WKURXJK�$XVWUDOLDQ�HQWLWLHV�WR�QRQ�UHVLGHQWV�³�ZLOO�DOVR�EH�LPSURYHG�

��� &RQVROLGDWLRQ�ZLOO�EH�D�PDMRU�EHQHILW�WR�ODUJH�$XVWUDOLDQ�EXVLQHVV

JURXSV���,W�ZLOO�DOORZ�WUDQVDFWLRQV�EHWZHHQ�ZKROO\�RZQHG�FRPSDQLHV�WR

WDNH�SODFH�ZLWKRXW�DQ\�WD[�FRQVHTXHQFHV���7KLV�ZLOO�UHVXOW�LQ�ODUJH

VDYLQJV�LQ�WD[�FRPSOLDQFH�FRVWV�DQG�DOORZ�GHFLVLRQV�DERXW�VXFK

WUDQVDFWLRQV�WR�EH�PDGH�HQWLUHO\�RQ�FRPPHUFLDO�JURXQGV���,Q�SDUWLFXODU�

LW�ZLOO�DOORZ�FRPSDQ\�JURXSV�WR�UHVWUXFWXUH�ZLWKRXW�LQFXUULQJ�VLJQLILFDQW

WD[DWLRQ�FRQVHTXHQFHV���7KH�UHFRPPHQGDWLRQV�LQ�WKLV�DUHD�DUH�EHOLHYHG

WR�EH�SUDFWLFDEOH��RYHUFRPLQJ�WKH�PDMRU�WUDQVLWLRQDO�GLIILFXOWLHV��DQG

DGGLQJ�VLJQLILFDQWO\�WR�WKH�LQWHJULW\�RI�WKH�V\VWHP�

������������������������������������������������

� (YDQV &� 5LWFKLH .� 7UDQ�1DP % DQG :DOSROH 0 ������� $ 5HSRUW LQWR 7D[SD\HU &RVWV RI

&RPSOLDQFH� &RPPRQZHDOWK RI $XVWUDOLD� &DQEHUUD� WDEOH ����� SDJH ��� �1RWH� IRU WKH

SXUSRVH RI WKLV VWXG\ VPDOO EXVLQHVV KDV D WXUQRYHU RI OHVV WKDQ ����������
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Impact on small business

The small
businesses of today
are the large
businesses of
tomorrow

��� $V�SRLQWHG�RXW�HDUOLHU�WKH�VLPSOLILHG�WD[�V\VWHP�IRU�VPDOO�EXVLQHVV

ZLOO�KDYH�D�PDMRU�IDYRXUDEOH�LPSDFW�RQ�WKH�FRPSOLDQFH�FRVWV�IDFHG�E\

���SHU�FHQW�RI�$XVWUDOLD·V�EXVLQHVVHV�

��� ,QFOXGHG�LQ�WKH�VLPSOLILHG�WD[�V\VWHP�DUH�VLPSOLILHG�GHSUHFLDWLRQ

DUUDQJHPHQWV�KDYLQJ�WKH�HIIHFW�RI�VKLHOGLQJ�PRVW�VPDOO�EXVLQHVVHV�IURP

UHPRYDO�RI�DFFHOHUDWHG�GHSUHFLDWLRQ�DV�D�JHQHUDO�PHDVXUH���7KLV�LV

SDUWLFXODUO\�LPSRUWDQW�LQ�WKH�FDVH�RI�XQLQFRUSRUDWHG�SULPDU\�SURGXFHUV

DQG�RWKHU�EXVLQHVVHV�ZKLFK�ZLOO�QRW�EHQHILW�IURP�WKH�UHGXFWLRQ�LQ�WKH

FRPSDQ\�WD[�UDWH��DOWKRXJK�WKH\�ZLOO�EHQHILW�IURP�WKH�SHUVRQDO�LQFRPH

WD[�VFDOH�UHGXFWLRQV�ZKLFK�DUH�SDUW�RI�WKH�WRWDO�WD[�UHIRUP�SDFNDJH�

��� 7KH�SURSRVDOV�LQ�UHVSHFW�RI�YHQWXUH�FDSLWDO�DUH�DLPHG�DW

HQFRXUDJLQJ�LQYHVWPHQW�LQ�VPDOO��LQQRYDWLYH�EXVLQHVVHV���7KLV�LV�DQ�DUHD

ZKLFK�FRXOG�EH�D�PDMRU�FRQWULEXWRU�WR�KLJKHU�HFRQRPLF�JURZWK�DQG

HPSOR\PHQW���([SHULHQFH�LQ�RWKHU�FRXQWULHV��PRVW�QRWDEO\�WKH�86�EXW

DOVR�LQ�WKH�8.��KDV�EHHQ�WKDW�FUHDWLQJ�WKH�ULJKW�LQYHVWPHQW�FOLPDWH�FDQ

OHDG�WR�PDMRU�JURZWK�RI�LQQRYDWLYH�VPDOO�EXVLQHVVHV���7KHVH�VPDOO

EXVLQHVVHV�DUH�WKH�ODUJH�EXVLQHVVHV�RI�WRPRUURZ���$Q�HFRQRPLF�FOLPDWH

WKDW�LV�FRQGXFLYH�WR�WKH�VSDZQLQJ�RI�QHZ�EXVLQHVVHV�LV�PRUH�OLNHO\�WR

JHQHUDWH�DQ�HFRQRP\�RI�JUHDWHU�YLWDOLW\�DQG�FUHDWLYLW\�ZKLFK�LV�WKH

PHFKDQLVP�IRU�GHOLYHULQJ�KLJKHU�OLYLQJ�VWDQGDUGV�WR�WKH�$XVWUDOLDQ

FRPPXQLW\�

��� 5HVWUXFWXULQJ�RI�WKH�VPDOO�EXVLQHVV�FDSLWDO�JDLQV�UROORYHU�DQG

H[HPSWLRQ�DUUDQJHPHQWV��DV�UHFRPPHQGHG��ZLOO�DOVR�SURYLGH�D�VLPSOHU

DQG�PRUH�DFFHVVLEOH�FRQFHVVLRQ�IRU�RZQHUV�RI�VPDOO�EXVLQHVVHV��ZKLOH

VWLOO�UHWDLQLQJ�WKH�RULJLQDO�LQWHQWLRQ�RI�IDFLOLWDWLQJ�VPDOO�EXVLQHVV�JURZWK

DQG�UHLQYHVWPHQW�DQG�KHOSLQJ�WR�IXQG�UHWLUHPHQW�

Impact on investors

Reforms to CGT,
refunds of
imputation credits
and the
establishment of
flow through
taxation of
collective
investment vehicles
will provide greater
incentives for
individuals to invest

��� 7KH�SURSRVHG�FDSLWDO�JDLQV�WD[�DUUDQJHPHQWV�IRU�LQGLYLGXDOV�ZLOO

HOLPLQDWH�VRPH�XQLQWHQGHG�RXWFRPHV�IURP�WKH�ZD\�LQ�ZKLFK�WKH

DYHUDJLQJ�SURYLVLRQV�KDYH�EHHQ�XVHG���7KH�UHYHQXH�VDYLQJV�FDQ�EH�XVHG

LQ�D�PRUH�SURGXFWLYH�ZD\�WR�HQFRXUDJH�LQYHVWPHQW���7KLV�VKRXOG

LPSURYH�WKH�RSHUDWLRQ�RI�$XVWUDOLDQ�FDSLWDO�PDUNHWV�WR�WKH�EHQHILW�RI

ERWK�ODUJH�DQG�VPDOO�EXVLQHVVHV�

��� 5HIXQGDEOH�LPSXWDWLRQ�FUHGLWV�ZLOO�SURYLGH�D�PDMRU�LPSURYHPHQW

LQ�WKH�HTXLW\�RI�WKH�LPSXWDWLRQ�V\VWHP�DQG�SURYLGH�LPSURYHG�UHWXUQV�RQ

VKDUH�LQYHVWPHQWV�IRU�ORZ�LQFRPH�WD[SD\HUV�ZKR�FXUUHQWO\�DUH�XQDEOH�WR

PDNH�IXOO�XVH�RI�WKHLU�IUDQNLQJ�FUHGLWV���,W�ZLOO�DOVR�UHPRYH�D�GLVLQFHQWLYH

IRU�LQYHVWPHQW�LQ�VKDUHV�E\�VXSHUDQQXDWLRQ�IXQGV�
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��� 7KH�HVWDEOLVKPHQW�RI�FROOHFWLYH�LQYHVWPHQW�YHKLFOHV��&,9V�

RXWVLGH�WKH�HQWLW\�UHJLPH�ZLOO�HQVXUH�WKDW�VPDOO�LQGLYLGXDO�LQYHVWRUV�KDYH

WKH�VDPH�RSSRUWXQLWLHV�WR�LQYHVW�LQ�D�UDQJH�RI�SURMHFWV�DV�WKRVH�ZKR

KDYH�WKH�FDSDFLW\�WR�LQYHVW�GLUHFWO\���,Q�WKLV�FRQWH[W�WKH�5HYLHZ·V

UHFRPPHQGDWLRQ�WKDW�WD[�SUHIHUUHG�LQFRPH�HDUQHG�WKURXJK�D�&,9

VKRXOG�EH�WD[�H[HPSW�LQ�WKH�KDQGV�RI�WKH�LQGLYLGXDO�LQYHVWRUV�LV�YHU\

LPSRUWDQW���7KLV�ZLOO�HQVXUH�WKDW�LQGLYLGXDO�VPDOO�LQYHVWRUV�FDQ�LQYHVW�LQ

D�SURMHFW�WKURXJK�D�&,9�RQ�HTXLYDOHQW�WHUPV�ZLWK�ZHDOWKLHU�LQGLYLGXDOV

LQYHVWLQJ�GLUHFWO\�

��� $V�QRWHG�HDUOLHU�WKH�SRVLWLRQ�RI�QRQ�UHVLGHQW�LQYHVWRUV�ZLOO�DOVR�EH

LPSURYHG�E\�D�QXPEHU�RI�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�

Summary

��� 7KH�5HYLHZ�LV�FRQILGHQW�WKDW�LWV�UHFRPPHQGDWLRQV�DGGUHVV�WKH

REMHFWLYHV�LGHQWLILHG�HDUOLHU���$�UHIRUPHG�EXVLQHVV�WD[�V\VWHP�EDVHG�RQ

WKRVH�UHFRPPHQGDWLRQV�ZLOO�VXSSRUW�D�PRUH�HIILFLHQW��LQQRYDWLYH�DQG

LQWHUQDWLRQDOO\�FRPSHWLWLYH�$XVWUDOLDQ�EXVLQHVV�VHFWRU���7KLV�ZLOO�EH�RI

HQGXULQJ�EHQHILW�WR�DOO�$XVWUDOLDQV��LQ�WHUPV�RI�KLJKHU�HPSOR\PHQW�

LPSURYHG�UHWXUQV�RQ�VDYLQJV�DQG�HQVXULQJ�D�VXVWDLQDEOH�UHYHQXH�EDVH�WR

IXQG�WKH�HVVHQWLDO�VHUYLFHV�SURYLGHG�E\�*RYHUQPHQW�

��� $Q�RYHUYLHZ�RI�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�LV�SURYLGHG�EHORZ

DQG�GHWDLOV�RI�HDFK�UHFRPPHQGDWLRQ�DQG�WKH�UDWLRQDOH�IRU�WKHP�DUH

SURYLGHG�LQ�WKH�ERG\�RI�WKH�UHSRUW�

Building a strong foundation

Policy formulation

An architecture for reform

An integrated tax
design process to
bring together
policy, legislative,
administrative and
compliance issues

��� $Q�LQWHJUDWHG�WD[�GHVLJQ�SURFHVV�LV�EHLQJ�SURSRVHG�LQ�RUGHU�WR

HQVXUH�WKDW�SROLF\��OHJLVODWLYH�DQG�DGPLQLVWUDWLYH�FRPSOLDQFH�FRQFHUQV

DUH�DOO�JLYHQ�DSSURSULDWH�ZHLJKW�DQG�DGGUHVVHG�LQ�D�FRPSUHKHQVLYH

PDQQHU�LQ�WKH�GHYHORSPHQW�RI�QHZ�WD[�SURSRVDOV���$V�QRWHG�LQ�$�6WURQJ

)RXQGDWLRQ��WKH�H[SHULHQFH�LQ�WKH�SDVW�KDV�EHHQ�IRU�SROLF\�GHYHORSPHQW�

OHJLVODWLYH�GHVLJQ�DQG�DGPLQLVWUDWLRQ�WR�EH�GRQH�VHTXHQWLDOO\�ZLWK

LQDGHTXDWH�IHHGEDFN�EHWZHHQ�WKH�WKUHH�VWDJHV���7KLV�KDV�RIWHQ�SURGXFHG

XQVDWLVIDFWRU\�RXWFRPHV�IURP�RQH��RU�LQGHHG�DOO��RI�WKH�SHUVSHFWLYHV

LQYROYHG���7KH�LQWHJUDWHG�DSSURDFK�KDV�EHHQ�DGRSWHG�E\�WKH�5HYLHZ

GXULQJ�WKH�GHYHORSPHQW�RI�WKH�LVVXHV�SDSHUV��GUDIW�OHJLVODWLRQ�DQG�WKLV
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UHSRUW���7KLV�KDV�GHPRQVWUDWHG�WR�WKRVH�LQYROYHG�WKH�SUDFWLFDO�EHQHILWV�RI

DGRSWLQJ�WKLV�DSSURDFK�DQG�ZK\�WKH�5HYLHZ�VR�VWURQJO\�UHFRPPHQGV�LW�

A Charter of Business Taxation

Setting out the
objectives and
principles for
business taxation
in a Charter of
Business Taxation

��� 7KH�5HYLHZ�LV�UHFRPPHQGLQJ�WKDW�D�&KDUWHU�RI�%XVLQHVV�7D[DWLRQ�EH

DGRSWHG���7KH�5HYLHZ�LV�DOVR�UHFRPPHQGLQJ�WKH�DGRSWLRQ�RI�DQ�HQGXULQJ

QHZ�IUDPHZRUN�IRU�EXVLQHVV�WD[DWLRQ�LQ�$XVWUDOLD��EDVHG�RQ�QDWLRQDO

REMHFWLYHV�DQG�IUDPHZRUN�GHVLJQ�SULQFLSOHV���7KH�VHWWLQJ�RXW�RI�WKHVH

REMHFWLYHV�DQG�SULQFLSOHV�LQ�D�&KDUWHU�RI�%XVLQHVV�7D[DWLRQ�ZLOO�JLYH�WKHP

ODVWLQJ�YLVLELOLW\��IRFXV�DQG�VWDWXV��DQG�DVVLVW�LQ�PDNLQJ�DFFRXQWDEOH�WKRVH

UHVSRQVLEOH�IRU�WKHLU�LPSOHPHQWDWLRQ�

��� 7KH�&KDUWHU�KDV�DV�LWV�FRUH�WKUHH�QDWLRQDO�REMHFWLYHV�

� RSWLPLVLQJ�HFRQRPLF�JURZWK�

� SURPRWLQJ�HTXLW\��DQG

� SURPRWLQJ�VLPSOLFLW\�DQG�FHUWDLQW\�

��� 5DWKHU�WKDQ�EHLQJ�EDVHG�RQ�OHJLVODWLYH�DXWKRULW\��WKH�&KDUWHU�ZLOO

UHO\�RQ�WKH�FRQWLQXHG�VXSSRUW�RI�DOO�SDUWLHV��ERWK�SULYDWH�DQG�SXEOLF

VHFWRU��IRU�LWV�FRQWLQXLQJ�HIIHFWLYHQHVV�

A Board of Taxation

A Board of
Taxation will
monitor the
maintenance and
development of
the tax system

��� 7KH�%RDUG�RI�7D[DWLRQ�ZLOO�EH�UHVSRQVLEOH�IRU�PRQLWRULQJ

DGKHUHQFH�WR�WKH�&KDUWHU�DQG�IRU�HQVXULQJ�WKDW�LW�UHPDLQV�UHOHYDQW�WR�D

FKDQJLQJ�EXVLQHVV�HQYLURQPHQW���0HPEHUV�RI�WKH�%RDUG�ZLOO�EH�GUDZQ

IURP�WKH�$XVWUDOLDQ�EXVLQHVV�FRPPXQLW\���7KH�%RDUG�ZLOO�DOVR�LQFOXGH

VHQLRU�UHSUHVHQWDWLYHV�IURP�WKH�7UHDVXU\��WKH�$72�DQG�RQH�RWKHU

*RYHUQPHQW�DJHQF\���7KH�SULYDWH�VHFWRU�UHSUHVHQWDWLYHV�ZLOO�FRQVWLWXWH�D

PDMRULW\�RI�WKH�PHPEHUV�DQG�ZLOO�EH�DSSRLQWHG�RQ�WKH�EDVLV�RI�WKHLU

SHUVRQDO�FDSDFLWLHV�UDWKHU�WKDQ�UHSUHVHQWLQJ�SDUWLFXODU�LQWHUHVWV�

��� 7KH�%RDUG�ZLOO�DGYLVH�RQ�FRQVXOWDWLYH�SURFHVVHV�WR�EH�IROORZHG�LQ

GHYHORSLQJ�WD[DWLRQ�SROLF\�DQG�WKH�UHODWHG�OHJLVODWLRQ�DQG�DGPLQLVWUDWLYH

SUDFWLFHV�

��� 7KH�%RDUG�ZLOO�DOVR�UHYLHZ�DQG�UHSRUW�RQ�WKH�SHUIRUPDQFH�RI�WKH

EXVLQHVV�WD[DWLRQ�V\VWHP�DJDLQVW�WKH�REMHFWLYHV�DQG�SULQFLSOHV�VHW�RXW�LQ

WKH�&KDUWHU���,Q�DGGLWLRQ��WKH�%RDUG�ZLOO�DOVR�SDUWLFLSDWH�LQ�WKH

GHYHORSPHQW�RI�D�IRUZDUG�ZRUN�SURJUDP�IRU�WKH�EXVLQHVV�WD[�V\VWHP�
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Forward work program

A forward work
program will be
part of a more
open and inclusive
process for the
business tax
system

��� 7KHUH�LV�D�QHHG�IRU�D�PRUH�RSHQ�DQG�LQFOXVLYH�SURFHVV�IRU

GHYHORSLQJ�WKH�EXVLQHVV�WD[�V\VWHP�DQG�WKH�5HYLHZ�LV�SURSRVLQJ�WKH

DGRSWLRQ�RI�D�IRUZDUG�ZRUN�SURJUDP�DV�DQ�LPSRUWDQW�HOHPHQW�RI�WKDW

SURFHVV�

��� 7UHDVXU\�DQG�WKH�$72�ZLOO�GHYHORS�DQ�DQQXDO�IRUZDUG�ZRUN

SURJUDP�IRU�FRQVLGHUDWLRQ�E\�WKH�7UHDVXUHU���7KH�%RDUG�ZLOO�EH�DVNHG�WR

FRPPHQW�RQ�WKLV�SURJUDP�DQG�WKHQ�WR�PRQLWRU��QRW�PDQDJH��LWV

LPSOHPHQWDWLRQ���7KH�IRUZDUG�ZRUN�SURJUDP�ZLOO�HQVXUH�D�KLJK�OHYHO�RI

DZDUHQHVV�DERXW�SROLF\�LVVXHV�XQGHU�FRQVLGHUDWLRQ�E\�WKH�*RYHUQPHQW�

,Q�FDVHV�ZKHUH�DQ�LVVXH�ZDV�SDUWLFXODUO\�VHQVLWLYH�WKHUH�PD\�EH�D�QHHG�WR

NHHS�FRQILGHQWLDO�WKH�IDFW�WKDW�SROLF\�FKDQJHV�DUH�EHLQJ�FRQVLGHUHG�

+RZHYHU��LW�ZLOO�EH�WKH�LQWHQWLRQ�WKDW�VXFK�FDVHV�VKRXOG�EH�YHU\�PXFK

WKH�H[FHSWLRQ�WR�WKH�UXOH���,Q�WKHVH�FDVHV�WKH�RSSRUWXQLW\�IRU�GLUHFW�LQSXW

IURP�PHPEHUV�RI�WKH�%RDUG�ZLOO�VWLOO�KHOS�WR�EURDGHQ�WKH�SHUVSHFWLYH�LQ

ZKLFK�WKH�PDWWHUV�DUH�EHLQJ�FRQVLGHUHG�

Legislation

Simplification strategy

An explicit focus
on simplification is
necessary

��� 7KH�5HYLHZ�LV�DOVR�UHFRPPHQGLQJ�WKH�DGRSWLRQ�RI�DQ�RQJRLQJ

VLPSOLILFDWLRQ�VWUDWHJ\���7KH�UHGUDIWLQJ�RI�WKH�WD[�OHJLVODWLRQ�ZKLFK�KDV

EHHQ�FRPPHQFHG�E\�WKH�5HYLHZ��DQG�ZKLFK�ZLOO�FRQWLQXH�DV�SDUW�RI�WKH

LPSOHPHQWDWLRQ�RI�WKH�EXVLQHVV�WD[�UHIRUPV��SURYLGHV�D�PDMRU

VLPSOLILFDWLRQ�RI�WKH�H[LVWLQJ�V\VWHP���+RZHYHU��LQ�WKH�DEVHQFH�RI

VSHFLILF�SURFHVVHV�WR�SUHYHQW�LW��WKHUH�LV�D�OLNHOLKRRG�RI�PDQ\�RI�WKHVH

EHQHILWV�EHLQJ�HURGHG�RYHU�WLPH�DV�FKDQJHV�DUH�PDGH�WR�WKH�WD[�ODZ�LQ

UHVSRQVH�WR�SDUWLFXODU�SROLF\�LVVXHV���7KH�LQWHJUDWHG�WD[�GHVLJQ�SURFHVV

SURSRVHG�E\�WKH�5HYLHZ�ZLOO�KHOS�WR�UHGXFH�WKLV�ULVN���+RZHYHU��DQ

H[SOLFLW�IRFXV�RQ�VLPSOLILFDWLRQ��ERWK�LQ�DVVHVVLQJ�SURSRVHG�FKDQJHV�DQG

LQ�UHYLHZLQJ�WKH�H[LVWLQJ�ODZ��ZLOO�SURYLGH�D�IXUWKHU�SURWHFWLRQ�DJDLQVW�WKH

FUHHSLQJ�FRPSOH[LW\�ZKLFK�KDV�EHHQ�D�IHDWXUH�RI�WKH�ODVW����\HDUV�RI�WD[

OHJLVODWLYH�GHYHORSPHQW���,W�ZLOO�EH�D�SULPH�UHVSRQVLELOLW\�RI�WKH�%RDUG�WR

EH�YLJLODQW�LQ�GUDZLQJ�DWWHQWLRQ�WR�DQ\�VXFK�WHQGHQFLHV�

Administration

��� 7KH�5HYLHZ�KDV�EURXJKW�LQWR�IRFXV�D�QXPEHU�RI�VLJQLILFDQW

SUREOHPV�ZLWK�WKH�DGPLQLVWUDWLYH�UHJLPH�ZKLFK�JRYHUQV�WKH�ZD\�EXVLQHVV

WD[SD\HUV�LQWHUDFW�ZLWK�WKH�V\VWHP���,Q�ODUJH�SDUW�WKHVH�SUREOHPV�GHULYH

IURP�WKH�SLHFHPHDO�DSSURDFK�ZKLFK�KDV�HYROYHG��ZLWK�HDFK�SURFHVV

EHLQJ�ODUJHO\�D�GLVFUHWH�H[HUFLVH���7KH�UHJLPH�IRU�GLVSXWH�UHVROXWLRQ��LQ
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SDUWLFXODU��SUHGDWHV�WKH�LQWURGXFWLRQ�RI�VHOI�DVVHVVPHQW�DQG�LV�QHHGOHVVO\

WRUWXRXV��RIWHQ�XQDFFHSWDEO\�VORZ�DQG�FRVWO\��DQG�RYHUO\�DGYHUVDULDO���7KH

5HYLHZ�KDV�WKHUHIRUH�UHFRPPHQGHG�WKDW�WKH�DGPLQLVWUDWLYH�SURFHVVHV�EH

UHGHVLJQHG�ZLWK�D�YLHZ�WR�RYHUFRPLQJ�WKHVH�GHILFLHQFLHV�DQG�UHGXFLQJ

WLPHV�DQG�FRVWV��SDUWLFXODUO\�LQ�UHODWLRQ�WR�VPDOO�FODLPV�

A more comprehensive rulings system

Increasing the
scope of the
rulings system to
provide greater
reliability,
timeliness, and
certainty

��� 7KH�5HYLHZ�LV�UHFRPPHQGLQJ�DQ�H[SDQVLRQ�WR�WKH�VFRSH�RI�WKH

SXEOLF�DQG�SULYDWH�UXOLQJV�V\VWHP�FRQVLVWHQW�ZLWK�WKH�SURSRVDOV�PDGH�LQ

$�1HZ�7D[�6\VWHP���7KLV�ZLOO�DOORZ�WKH�&RPPLVVLRQHU�WR�LVVXH�UXOLQJV�RQ

SURFHGXUDO��DGPLQLVWUDWLYH�RU�FROOHFWLRQ�PDWWHUV�DQG�RQ�XOWLPDWH

FRQFOXVLRQV�RI�IDFW���,Q�DGGLWLRQ��WKH�5HYLHZ�UHFRPPHQGV�WKDW�WKH

&RPPLVVLRQHU�EH�VSHFLILFDOO\�DOORZHG�WR�UXOH�RQ�WKH�SRWHQWLDO�DSSOLFDWLRQ

RI�WKH�JHQHUDO�DQWL�DYRLGDQFH�SURYLVLRQV���7KHVH�UHFRPPHQGDWLRQV�ZLOO

UHPHG\�FXUUHQW�OLPLWDWLRQV�LQ�WKH�VFRSH�RI�WKH�SXEOLF�DQG�SULYDWH�UXOLQJV

V\VWHP��DQG�SURYLGH�JUHDWHU�IOH[LELOLW\�DQG�FHUWDLQW\�WR�WD[SD\HUV�

A durable framework for income
taxation

Cashflow/tax value approach

A more consistent
framework will
deliver greater
integrity, simplicity
and certainty

��� )XQGDPHQWDO�WR�WKH�UHIRUPV�RI�WKH�EXVLQHVV�WD[�V\VWHP

UHFRPPHQGHG�E\�WKH�5HYLHZ�LV�D�SULQFLSOH�EDVHG�IUDPHZRUN�IRU�D

UHIRUPHG�LQFRPH�WD[DWLRQ�V\VWHP�

��� 7KH�UHFRPPHQGHG�IUDPHZRUN�LV�GULYHQ�E\�WKH�QHHG�WR�LPSURYH

WKH�VWUXFWXUDO�LQWHJULW\�RI�WKH�V\VWHP��WR�UHGXFH�FRPSOH[LW\�DQG

XQFHUWDLQW\��WR�SURYLGH�D�EDVLV�IRU�RQJRLQJ�VLPSOLILFDWLRQ�DQG�WR�DOLJQ

PRUH�FORVHO\�WD[DWLRQ�ODZ�ZLWK�DFFRXQWLQJ�SULQFLSOHV�

��� 7KH�H[LVWLQJ�ODZ�LV�EDVHG�RQ�OHJDO�FRQFHSWV�RI�LQFRPH�WKDW�KDYH

EXLOW�XS�RYHU�WLPH���&HQWUDOO\��LW�LQYROYHV�WKH�FRQFHSWV�RI�RUGLQDU\

LQFRPH��VWDWXWRU\�LQFRPH�LQFOXGLQJ�FDSLWDO�JDLQV�DQG�H[SHQVHV��DQG�ORVVHV

RI�HLWKHU�D�UHYHQXH�RU�FDSLWDO�QDWXUH�

��� $V�D�FRQVHTXHQFH�RI�WKH�HYROXWLRQ�RI�WKH�H[LVWLQJ�ODZ��DVVHWV�PD\

EH�WD[HG�LQ�D�YDULHW\�RI�ZD\V�GHSHQGLQJ�RQ�WKH�SXUSRVH�IRU�ZKLFK�WKH\

DUH�KHOG���7KLV�FUHDWHV�XQFHUWDLQW\�DQG�FRPSOH[LW\�LQ�WKH�ODZ�

��� 7R�GLVWLQJXLVK�H[SHQVHV�FRQVXPHG�LQ�D�WD[�\HDU�IURP�H[SHQVHV

WKDW�HVVHQWLDOO\�LQYROYH�D�FRQYHUVLRQ�IURP�RQH�W\SH�RI�DVVHW�WR�DQRWKHU

DVVHW��WKH�H[LVWLQJ�WD[�V\VWHP�XVHV�WKH�FRQFHSW�RI�FDSLWDO�H[SHQGLWXUH�
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7KH�DEVHQFH�RI�VWDWXWRU\�SULQFLSOHV�KDV�UHVXOWHG�LQ�XQFHUWDLQW\�DQG�OHG�WR

WKH�PLVFKDUDFWHULVDWLRQ�RI�VRPH�H[SHQVHV�

��� 7KH�5HYLHZ�LV�VWURQJO\�RI�WKH�YLHZ�WKDW�D�PRUH�FRKHUHQW�DQG

GXUDEOH�OHJLVODWLYH�EDVLV�IRU�GHWHUPLQLQJ�WD[DEOH�LQFRPH�LV�HVVHQWLDO�WR

UHGXFH�XQFHUWDLQW\�DQG�FRPSOH[LW\�LQ�WKH�SUHVHQW�V\VWHP���$�UHGHVLJQHG

WD[�V\VWHP�ZLOO�XQGHUSLQ�D�PRUH�FRQVLVWHQW��WUDQVSDUHQW�DQG�VXVWDLQDEOH

WD[�V\VWHP���+DYLQJ�D�VWUXFWXUH�ZKLFK�LV�PRUH�HQGXULQJ�DQG�UREXVW��DQG

ZKLFK�FDQ�IOH[LEO\�DFFRPPRGDWH�IXWXUH�FKDQJHV�ZLWKLQ�WKH�VWUXFWXUH��KDV

PXFK�WR�FRPPHQG�LW�

Features of the cashflow/tax value approach

A consistent
treatment of
expenditure and
assets is central to
the new framework

��� 'HWHUPLQDWLRQ�RI�WD[DEOH�LQFRPH�XQGHU�WKH�FDVKIORZ�WD[�YDOXH

DSSURDFK�LQYROYHV�UHFRJQLWLRQ�RI�WKH�WZR�FRPSRQHQWV�RI�D�WD[SD\HU·V

LQFRPH�³�WKH�QHW�DQQXDO�FDVK�IORZV�IURP�XVH�RI�UHOHYDQW�DVVHWV�DQG

OLDELOLWLHV�DQG�WKH�FKDQJH�LQ�WD[�YDOXH�RI�WKRVH�DVVHWV�DQG�OLDELOLWLHV��VHH

$�3ODWIRUP�IRU�&RQVXOWDWLRQ��SDJHV����������5HFRJQLVLQJ�WKH�SUDFWLFDO

FRQVWUDLQWV�LQ�WD[LQJ�WKH�DQQXDO�FKDQJH�LQ�YDOXH�RI�DOO�DVVHWV��WKH�XVH�RI

WD[�YDOXHV�HQVXUHV�WKDW�WD[SD\HUV�ZLOO�JHQHUDOO\�FRQWLQXH�QRW�EH�WD[HG�RQ

XQUHDOLVHG�LQFUHDVHV�LQ�DVVHW�YDOXHV�

��� 'HILQLQJ�LQFRPH�LQ�D�PDQQHU�VWUXFWXUDOO\�FRQVLVWHQW�ZLWK�ERWK

HFRQRPLF�DQG�DFFRXQWLQJ�DSSURDFKHV�WR�LQFRPH�PHDVXUHPHQW�³�UDWKHU

WKDQ�UHO\LQJ�RQ�WKH�FXUUHQW�PL[�RI�VWDWXWRU\�DQG�MXGLFLDO�GHILQLWLRQV�RI

DVVHVVDEOH�LQFRPH�RIIVHW�E\�DQ�XQVWUXFWXUHG�VHW�RI�GHGXFWLRQV�³

VXSSOLHV�WKH�KLJK�OHYHO�XQLI\LQJ�SULQFLSOH�WKDW�FDQQRW�EH�IRXQG�DQ\ZKHUH

LQ�WKH�FXUUHQW�LQFRPH�WD[�OHJLVODWLRQ���$SSOLFDWLRQ�RI�WKDW�XQLI\LQJ

SULQFLSOH�ZLOO�SURYLGH�D�VWUXFWXUDO�LQWHJULW\�DQG�GXUDELOLW\�WR�WKH�LQFRPH

WD[�ODZ�WKDW�WKH�H[LVWLQJ�SDWFKZRUN�GHILQLWLRQV�VLPSO\�FDQQRW�RIIHU�

KRZHYHU�WKH\�PLJKW�EH�DPHQGHG�

��� $Q�HVVHQWLDO�HOHPHQW�RI�LQFRPH�PHDVXUHPHQW�LV�WKH�GHGXFWLRQ�RI

H[SHQVHV�FRQVXPHG�LQ�WKH�FRXUVH�RI�GHULYLQJ�JDLQV���$�WUHDWPHQW�RI

H[SHQGLWXUH�ZKLFK�LV�FRQVLVWHQW�ZLWK�WKH�DFFRXQWLQJ�DSSURDFK�RI

FODVVLI\LQJ�H[SHQGLWXUH�DFFRUGLQJ�WR�ZKHWKHU�LW�JLYHV�ULVH�WR�DQ�DVVHW�RQ

KDQG�DW�\HDU�HQG�LV�D�IXQGDPHQWDO�IHDWXUH�RI�WKH�FDVKIORZ�WD[�YDOXH

DSSURDFK���$OO�QRQ�SULYDWH�H[SHQGLWXUH��LQFOXGLQJ�H[LVWLQJ�EODFNKROH

H[SHQVHV�ZLOO�EH�UHFRJQLVHG�LQ�WKH�FDOFXODWLRQ�RI�WD[DEOH�LQFRPH�³XQOHVV

VSHFLILFDOO\�H[FOXGHG�E\�WKH�ODZ�IRU�SROLF\�UHDVRQV�

��� :KHUH�WKH�H[SHQGLWXUH�JLYHV�ULVH�WR�DQ�DVVHW�DQG�WKDW�DVVHW�LV

UHFRJQLVHG�IRU�WD[�SXUSRVHV�DW�WKH�HQG�RI�D�\HDU��LWV�WD[�YDOXH�ZLOO�EH

EURXJKW�WR�DFFRXQW�DW�WKDW�WLPH�XQOHVV�VSHFLILFDOO\�H[HPSWHG���7KLV�LV

VLPLODU�WR�WKH�WUHDWPHQW�RI�WUDGLQJ�VWRFN�LQ�WKH�H[LVWLQJ�ODZ���8QGHU�WKLV

DSSURDFK��H[SHQGLWXUH�ZLOO�EH�GHGXFWLEOH�RYHU�WKH�SHULRG�LQ�ZKLFK
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LGHQWLILDEOH�EHQHILWV�DUH�UHFHLYHG�IURP�WKH�H[SHQGLWXUH�

��� &RQFHUQV�KDYH�EHHQ�UDLVHG�LQ�FRQVXOWDWLRQV�WKDW�WKH�QHZ�DSSURDFK

PD\�H[SDQG�WKH�WD[�EDVH�E\�VWHDOWK�DV�D�UHVXOW�RI�VWDUWLQJ�IURP�D�SRLQW�RI

JHQHUDO�SULQFLSOH�DQG�LGHQWLI\LQJ�H[FHSWLRQV�E\�VSHFLILF�¶FDUYH�RXWV·���7KH

5HYLHZ�KDV�LGHQWLILHG�VRPH�H[SHQGLWXUHV��VXFK�DV�DGYHUWLVLQJ��ZKHUH�D

OLWHUDO�DSSOLFDWLRQ�RI�WKH�DSSURDFK�PLJKW�H[SDQG�WKH�WD[�EDVH�LQ�VXFK�D

ZD\��DQG�WKHUHIRUH�KDV�UHWDLQHG�WKHLU�WUHDWPHQW�XQGHU�WKH�FXUUHQW�V\VWHP�

,Q�DGGLWLRQ��WKH�5HYLHZ�LV�UHFRPPHQGLQJ�WKDW��LI�H[SHULHQFH�GLVFORVHV�DQ

XQLQWHQGHG�H[SDQVLRQ�RI�WKH�EXVLQHVV�WD[�EDVH��WKLV�EH�UHFWLILHG�³�HLWKHU

GLUHFWO\�RU�E\�DGMXVWPHQW�WR�WD[�UDWHV�

Tax value of assets and liabilities

Critical features of
the new approach
are the tax value
rules for assets and
liabilities and the
meaning of asset
and liability

��� 7KH�FDVKIORZ�WD[�YDOXH�DSSURDFK�SURYLGHV�IRU�WKH�FKDQJH�LQ�WKH

WD[�YDOXH�RI�DVVHWV�DQG�OLDELOLWLHV�RQ�KDQG�DW�\HDU�HQG�WR�EH�WDNHQ�LQWR

DFFRXQW�LQ�WKH�FDOFXODWLRQ�RI�WD[DEOH�LQFRPH���,QFUHDVHV�LQ�WKH�WD[�YDOXH

RI�DVVHWV�DQG�UHGXFWLRQV�LQ�WKH�WD[�YDOXH�RI�OLDELOLWLHV�ZLOO�DGG�WR�WD[DEOH

LQFRPH�ZKLOH�WD[�YDOXH�GHFUHDVHV�LQ�DVVHWV�DQG�LQFUHDVHV�LQ�OLDELOLWLHV�ZLOO

UHGXFH�WD[DEOH�LQFRPH�

��� 7KH�PHDQLQJ�RI�¶DVVHW·�ZLOO�GUDZ�RQ�WKH�DFFRXQWLQJ�GHILQLWLRQ�RI�DQ

DVVHW���6LPLODUO\��WKH�PHDQLQJ�RI�¶OLDELOLW\·�ZLOO�GUDZ�RQ�WKH�DFFRXQWLQJ

GHILQLWLRQ���6RPH�DFFRXQWLQJ�OLDELOLWLHV��VXFK�DV�SURYLVLRQV�IRU�IXWXUH

HPSOR\HH�HQWLWOHPHQWV��ZLOO�KDYH�D�]HUR�WD[�YDOXH���$VVHW�DQG�OLDELOLW\�DUH

GHILQHG�LQ�WKH�GUDIW�OHJLVODWLRQ�DFFRPSDQ\LQJ�WKLV�UHSRUW�

��� 6RPH�WUDQVLWLRQDO�FRVWV�ZLOO�EH�LPSRVHG�RQ�WD[SD\HUV�DQG�WKHLU

DGYLVRUV�DV�ZHOO�DV�WKH�$XVWUDOLDQ�7D[DWLRQ�2IILFH�DV�D�UHVXOW�RI�WKH

LQWURGXFWLRQ�RI�QHZ�FRQFHSWV�DQG�QHZO\�GHILQHG�WHUPV�VXFK�DV�DVVHW�DQG

OLDELOLW\���7KH�5HYLHZ�FRQVLGHUV�WKDW�WKHVH�WUDQVLWLRQDO�FRVWV�FDQ�EH

MXVWLILHG�EHFDXVH�RI�WKH�JUHDWHU�VLPSOLILFDWLRQ��FHUWDLQW\��WUDQVSDUHQF\�DQG

GXUDELOLW\�RI�WKH�UHFRPPHQGHG�IUDPHZRUN���7KH�QHZ�DSSURDFK�WR

VWUXFWXUH�ZLOO�SURGXFH�ORQJ�WHUP�EHQHILWV�IRU�$XVWUDOLD·V�WD[�V\VWHP�ZKLFK

WKH�5HYLHZ�EHOLHYHV�ZLOO�IDU�RXWZHLJK�WKH�VKRUWHU�WHUP�FRVWV�

��� 7KH�DGRSWLRQ�RI�WD[�YDOXHV�RI�DVVHWV�DQG�OLDELOLWLHV�ZLOO�KDYH�OLWWOH

SUDFWLFDO�LPSDFW�RQ�PRVW�VPDOO�EXVLQHVV�WD[SD\HUV�EHFDXVH�RI�WKH

5HYLHZ·V�UHFRPPHQGDWLRQV�DOORZLQJ�WKHP�WR�RSW�LQWR�D�VLPSOLILHG�WD[

V\VWHP�WKDW�LQFOXGHV�FDVK�DFFRXQWLQJ�

Taxable income
based on cash
flows and
changing tax
values of assets

Calculation of taxable income

��� ,Q�$�3ODWIRUP�)RU�&RQVXOWDWLRQ��SDJHV��������WKH�5HYLHZ�GLVFXVVHG

WZR�RSWLRQV�IRU�GHWHUPLQLQJ�WD[DEOH�LQFRPH�XQGHU�WKH�IUDPHZRUN

LQFRUSRUDWLQJ�FKDQJLQJ�WD[�YDOXHV�RI�DVVHWV�DQG�OLDELOLWLHV���7KH�FKRLFH
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and liabilities has
greater structural
integrity

ZDV�EHWZHHQ�PDLQWDLQLQJ�WKH�H[LVWLQJ�DVVHVVDEOH�LQFRPH�DQG�DOORZDEOH

GHGXFWLRQV�GLFKRWRP\�RU�DGRSWLQJ�DQ�DSSURDFK�EDVHG�RQ�FDVK�IORZV�DQG

FKDQJLQJ�WD[�YDOXHV�RI�DVVHWV�DQG�OLDELOLWLHV���%RWK�RSWLRQV�DUH�LQWHQGHG

WR��DQG�ZRXOG�SURGXFH�WKH�VDPH�RXWFRPH�DV�GHULYHG�E\�FXUUHQW�PHWKRGV

RI�FDOFXODWLRQ���7KH�VHFRQG�RSWLRQ�SURYLGHV�JUHDWHU�VWUXFWXUDO�LQWHJULW\

DQG�LV�UHFRPPHQGHG��IRU�WKDW�UHDVRQ�

��� 7KH�5HYLHZ·V�UHFRPPHQGDWLRQ�LV�WKDW�WKH�DSSURDFK�WR�EH�WDNHQ�LQ

IUDPLQJ�WKH�OHJLVODWLRQ�IRU�WKH�FDOFXODWLRQ�RI�WD[DEOH�LQFRPH�VKRXOG�EH

EDVHG�RQ�FDVK�IORZV�DQG�FKDQJLQJ�WD[�YDOXHV�RI�DVVHWV�DQG�OLDELOLWLHV���7KH

UHFRPPHQGHG�DSSURDFK�LV�QRW�D�UHYROXWLRQDU\�ZD\�RI�FDOFXODWLQJ�WD[DEOH

LQFRPH�WKDW�GHSDUWV�IURP�DOO�HVWDEOLVKHG�SURFHVVHV���,W�GRHV�QRW�UHVXOW�LQ

UDGLFDOO\�GLIIHUHQW�RXWFRPHV��VXFK�DV�EULQJLQJ�WR�WD[�XQUHDOLVHG�JDLQV�

6XEVWDQWLYHO\�WKH�VDPH�FDOFXODWLRQV�QHHG�WR�EH�PDGH�XQGHU�WKH�H[LVWLQJ

ODZ�DQG�WKH�SURSRVHG�DSSURDFK���,W�VKRXOG�EH�QRWHG�WKDW�WKH�QHZ

DSSURDFK�ZLOO�QRW�UHTXLUH�DQ\�FKDQJHV�WR�H[LVWLQJ�FRPSXWHU�V\VWHPV�DSDUW

IURP�WKRVH�IORZLQJ�GLUHFWO\�IURP�SROLF\�UHIRUP�PHDVXUHV���7KH�UHVXOWV

IURP�FXUUHQW�PHWKRGV�FDQ�EH�UHFRQFLOHG�DV�VKRZQ�LQ�WKH�H[DPSOH

FRPSDULQJ�WKH�FDOFXODWLRQ�RI�WD[DEOH�LQFRPH�XQGHU�WKH�QHZ�DSSURDFK�ZLWK

WKDW�XQGHU�WKH�FXUUHQW�V\VWHP�LQ�$WWDFKPHQW�$��6HFWLRQ���RI�WKH�UHSRUW�

��� 7KH�UHFRPPHQGHG�DSSURDFK�LV�FRQVLVWHQW�ZLWK�DFFRXQWLQJ

SULQFLSOHV�DQG�SURYLGHV�D�PRUH�GXUDEOH�VWUXFWXUH�IRU�IXWXUH�WD[DWLRQ

FKDQJHV�DQG�D�PRUH�ORJLFDO�IUDPHZRUN�LQ�ZKLFK�WR�VHW�RXW�WKH�EDVLV�IRU

WKH�FDOFXODWLRQ�RI�WD[DEOH�LQFRPH���*UHDWHU�LQWHJULW\�ZLOO�IORZ�IURP�WKH

FRQVLVWHQW�WUHDWPHQW�RI�DVVHWV�DQG�OLDELOLWLHV�SURPRWHG�E\�WKH�QHZ

FDVKIORZ�WD[�YDOXH�DSSURDFK�

General deductibility of interest

Non-private
interest expenses
will be
immediately
deductible

��� $Q�LPSOLFDWLRQ�RI�WKH�QHZ�DSSURDFK�LV�WKDW�LQWHUHVW�H[SHQVHV�RI�D

QRQ�SULYDWH�QDWXUH�ZLOO�JHQHUDOO\�EH�LPPHGLDWHO\�GHGXFWLEOH���8QGHU

SUHVHQW�DUUDQJHPHQWV�WKH\�DUH�GHGXFWLEOH�LQ�VRPH�FDVHV��FDSLWDOLVHG�LQ

RWKHUV�RU�QRW�GHGXFWLEOH�DW�DOO���7KH�ERXQGDU\�OLQH�EHWZHHQ�WKH�GLIIHUHQW

RXWFRPHV�LV�QRW�SDUWLFXODUO\�FOHDU�³�OHDGLQJ�WR�XQFHUWDLQW\�DQG�LQFUHDVHG

FRPSOLDQFH�FRVWV�

��� 7KH�SD\PHQW�RI�LQWHUHVW�VLPSO\�HQVXUHV�FRQWLQXHG�DFFHVV�WR�D�OHYHO

RI�IXQGLQJ�UDWKHU�WKDQ�LWVHOI�FUHDWLQJ�DQ�DVVHW���7KHUHIRUH�LW�LV�DSSURSULDWH

WKDW��DV�D�JHQHUDO�UXOH��LW�EH�LPPHGLDWHO\�GHGXFWLEOH��

Recognition of blackhole expenditures

A major benefit for
business will be the
consistent
recognition of

��� 7KH�FDVKIORZ�WD[�YDOXH�DSSURDFK�ZLOO�DOVR�DGGUHVV�WKH�LVVXH�RI

EODFNKROH�H[SHQGLWXUHV���8QGHU�FXUUHQW�ODZ�D�QXPEHU�RI�EXVLQHVV

H[SHQVHV�DUH�QRW�UHFRJQLVHG�IRU�WD[�SXUSRVHV���8QGHU�WKH�SURSRVHG

DSSURDFK�DOO�QRQ�SULYDWH�H[SHQGLWXUHV�ZLOO�EH�LQFOXGHG�LQ�WKH�FDOFXODWLRQ
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so-called
blackhole
expenditures

RI�WD[DEOH�LQFRPH�

� :KHUH�WKH�H[SHQGLWXUH�LPSURYHV�D�GHSUHFLDEOH�DVVHW�RU�LV�D

GHSUHFLDWLQJ�DVVHW�LQ�LWV�RZQ�ULJKW��LW�ZLOO�EH�GHGXFWLEOH�RYHU�WLPH

XQGHU�WKH�WUHDWPHQW�IRU�GHSUHFLDEOH�DVVHWV���)RU�H[DPSOH��WKH�FRVW�RI�D

VXFFHVVIXO�IHDVLELOLW\�VWXG\�ZLOO�EH�ZULWWHQ�RII�RYHU�WKH�OLIH�RI�WKH

UHVXOWDQW�LQYHVWPHQW�

� :KHUH�WKH�EHQHILW�RI�WKH�H[SHQGLWXUH�H[WHQGV�RYHU�DQ�LQGHWHUPLQDWH

SHULRG�EXW�LV�OLNHO\�WR�GHFOLQH��D�VWDWXWRU\�ZULWH�RII�LV�SURSRVHG�³

RYHU�ILYH�\HDUV�IRU�LQFRUSRUDWLRQ�H[SHQVHV�IRU�FRPSDQLHV�

� :KHUH�WKH�H[SHQGLWXUH�FUHDWHV�RU�LPSURYHV�D�QRQ�GHSUHFLDEOH�DVVHW�LW

ZLOO�EH�LQFOXGHG�LQ�WKH�FRVW�EDVH�RI�WKH�DVVHW���$Q�H[DPSOH�ZRXOG�EH

ODQGVFDSLQJ�H[SHQGLWXUH�LQ�UHODWLRQ�WR�UHDO�HVWDWH�

� :KHUH�WKH�H[SHQGLWXUH�GRHV�QRW�IRUP�SDUW�RI�WKH�FRVW�RI�DQ

LGHQWLILDEOH�DVVHW�QRU�UHGXFHV�D�OLDELOLW\��LW�ZLOO�EH�LPPHGLDWHO\

GHGXFWLEOH�³�IRU�H[DPSOH��EXVLQHVV�UHORFDWLRQ�FRVWV�RU�H[SRUW�PDUNHW

GHYHORSPHQW�H[SHQGLWXUHV�

Consistent treatment of prepayments

Prepayments will
be taxed in the
years to which the
payments relate

��� 8QGHU�WKH�H[LVWLQJ�ODZ�DQ�LPPHGLDWH�GHGXFWLRQ�LV�DOORZHG�IRU

DGYDQFH�H[SHQGLWXUH�LQFXUUHG��SUHSD\PHQWV��IRU�WKH�SURYLVLRQ�RI�VHUYLFHV

IRU�D�SHULRG�XS�WR����PRQWKV���7KLV����PRQWK�UXOH�DOORZV�DQ

LQDSSURSULDWH�EULQJLQJ�IRUZDUG�RI�GHGXFWLRQV�DQG�DOVR�SURYLGHV

LQFRQVLVWHQW�WUHDWPHQW�EHWZHHQ�SD\HUV�DQG�SD\HHV���$V�D�JHQHUDO�UXOH��D

SUHSD\PHQW�UHFHLYHG�E\�D�WD[SD\HU�LV�QRW�LQFOXGHG�DV�LQFRPH�XQWLO�WKH

VHUYLFHV�WR�ZKLFK�WKH�SD\PHQW�UHODWHV�KDYH�EHHQ�SURYLGHG�

��� 7KH�5HYLHZ�LV�UHFRPPHQGLQJ�WKDW�SUHSD\PHQWV�EH�DOORFDWHG�RYHU

WKH�LQFRPH�\HDUV�WR�ZKLFK�WKH�SD\PHQWV�UHODWH�ERWK�IRU�WD[SD\HUV

LQFXUULQJ�WKH�H[SHQGLWXUH�DQG�DOVR�WD[SD\HUV�UHFHLYLQJ�WKH�SD\PHQW�

7KHUH�ZLOO�EH�DQ�H[FHSWLRQ�WR�WKLV�UXOH�IRU�LQGLYLGXDOV�DQG�VPDOO�EXVLQHVV

WD[SD\HUV�XVLQJ�D�FDVK�EDVLV�RI�FDOFXODWLQJ�WD[DEOH�LQFRPH���0RVW

SUHSD\PHQWV�FRYHULQJ�D�SHULRG�XS�WR����PRQWKV�ZLOO�EH�WDNHQ�LQWR

DFFRXQW�DW�WKH�WLPH�RI�SD\PHQW�UHFHLSW�IRU�FDVK�EDVLV�WD[SD\HUV�

��� 7KH�SURSRVHG�WUHDWPHQW�RI�SUHSD\PHQWV�ZLOO�LPSURYH�WKH

VWUXFWXUDO�LQWHJULW\�RI�WKH�WD[�V\VWHP�

A definition of
trading stock is
required to
differentiate these
assets from the
more general class
of investment
assets

Definition and valuation of trading stock

��� $�FRQFHSW�RI�WUDGLQJ�VWRFN�KDV�EHHQ�UHWDLQHG�LQ�RUGHU�WR�UHFRJQLVH

WKH�VSHFLILF�FKDUDFWHULVWLFV�RI�WKLV�FDWHJRU\�RI�DVVHWV���7KH�YDOXDWLRQ�RI

WUDGLQJ�VWRFN�ZLOO�EH�WKH�ORZHU�RI�FRVW�RU�QHW�UHDOLVDEOH�YDOXH��ZKLFK�LV�WKH

DFFRXQWLQJ�PHWKRG�RI�YDOXLQJ�LQYHQWRULHV���7D[SD\HUV�ZLOO�KDYH�WKH

RSWLRQ�WR�PDNH�D�JHQHUDOO\�LUUHYRFDEOH�HOHFWLRQ�WR�XVH�PDUNHW�VHOOLQJ
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YDOXH�IRU�WUDGLQJ�VWRFN���7UDGLQJ�VWRFN�ZLOO�EH�OLPLWHG�WR�WDQJLEOH�DVVHWV

DQG�WKHUHIRUH�ZLOO�QRW�LQFOXGH�ILQDQFLDO�DVVHWV�

Assets receiving capital gains treatment

Certain assets will
receive capital
gains and
loss-quarantining
treatment

��� 7KH�5HYLHZ�KDV�LGHQWLILHG�SDUWLFXODU�DVVHWV�WKDW�ZLOO�EH�VXEMHFW�WR

FDSLWDO�JDLQV�WUHDWPHQW���,QGLYLGXDOV�ZLOO�RQO\�KDYH�WR�LQFOXGH����SHU�FHQW

RI�WKH�QRPLQDO�JDLQ�UHDOLVHG�RQ�DQ\�DVVHW��ZKLOH�FRPSO\LQJ

VXSHUDQQXDWLRQ�IXQGV�ZLOO�LQFOXGH�WZR�WKLUGV�RI�DQ\�QRPLQDO�JDLQ

UHDOLVHG���/RVVHV�RQ�WKHVH�DVVHWV�ZLOO�EH�TXDUDQWLQHG�DJDLQVW�FDSLWDO�JDLQV

IRU�DOO�WD[SD\HUV�

��� 0RUH�GHWDLO�RQ�WKH�SURSRVHG�WUHDWPHQW�RI�FDSLWDO�JDLQV�LV�SURYLGHG

ODWHU�LQ�WKLV�2YHUYLHZ�DQG�LQ�WKH�ERG\�RI�WKH�UHSRUW�

A no-detriment approach to involuntary receipts

��� 7KH�FXUUHQW�WD[DWLRQ�UXOHV�IRU�LQYROXQWDU\�UHFHLSWV�GR�QRW�UHVXOW�LQ

FRQVLVWHQW�WUHDWPHQW���7KH�5HYLHZ�LV�UHFRPPHQGLQJ�UHIRUPV�WKDW�ZLOO

HQVXUH�D�FRQVLVWHQW�WUHDWPHQW�RI�LQYROXQWDU\�GLVSRVDOV�LQ�D�UDQJH�RI

FLUFXPVWDQFHV���7KH�DLP�RI�WKH�UHIRUPV�LV�WR�HQVXUH�WKDW�WD[SD\HUV�DUH

QHLWKHU�DGYDQWDJHG�QRU�GLVDGYDQWDJHG�E\�WKH�WD[�V\VWHP�LQ�VXFK�FDVHV�

A new approach to taxing fringe benefits

Transfer of liability to employee

Taxing fringe
benefits in the
hands of
employees will
significantly
improve the equity
of the tax

��� 7D[LQJ�IULQJH�EHQHILWV�E\�LPSRVLQJ�D�OLDELOLW\�RQ�WKH�HPSOR\HU�LV

LQHTXLWDEOH�LQ�D�QXPEHU�RI�UHVSHFWV���)LUVWO\��LW�LPSRVHV�D�WD[�OLDELOLW\�RQ

HPSOR\HUV�LQ�UHVSHFW�RI�WKH�LQFRPH�RI�WKH�HPSOR\HH���6HFRQGO\��WKH�WD[

OLDELOLW\�LV�FDOFXODWHG�DW�WKH�WRS�SHUVRQDO�PDUJLQDO�WD[�UDWH�LUUHVSHFWLYH�RI

WKH�PDUJLQDO�WD[�UDWH�IDFHG�E\�WKH�SDUWLFXODU�HPSOR\HH�

��� 7KH�5HYLHZ�EHOLHYHV�WKHUH�ZLOO�EH�VXEVWDQWLDO�EHQHILWV�IURP

WUDQVIHUULQJ�WKH�WD[�OLDELOLW\�IRU�IULQJH�EHQHILWV�WR�WKH�HPSOR\HH�UHFHLYLQJ

WKRVH�EHQHILWV�DQG��ZLWK�WKH�RWKHU�UHFRPPHQGDWLRQV�EHLQJ�PDGH��WKH

IULQJH�EHQHILWV�OHJLVODWLRQ�FRXOG�EH�UHSHDOHG�ZLWKRXW�DQ\�ORVV�WR�UHYHQXH

DQG�ZLWK�WKH�HOLPLQDWLRQ�RI�D�VHSDUDWH�WD[�DGPLQLVWUDWLRQ���&RQVXOWDWLRQV

KDYH�VHHQ�ZLGHVSUHDG��DOWKRXJK�QRW�XQDQLPRXV��VXSSRUW�IRU�WKH�5HYLHZ·V

SRVLWLRQ�

��� &RQVHTXHQWO\�WKH�5HYLHZ�LV�UHFRPPHQGLQJ�WKDW�DOO�HPSOR\HH

IULQJH�EHQHILWV�EH�DVVLJQHG�WR�WKH�LQGLYLGXDO�HPSOR\HH�DQG�WD[HG�XQGHU

WKH�3$<(�V\VWHP���7KLV�ZLOO�HQVXUH�WKDW�LQFRPH�UHFHLYHG�DV�IULQJH

EHQHILWV�E\�DQ�HPSOR\HH�ZDV�WD[HG�DW�WKH�VDPH�SHUVRQDO�PDUJLQDO�WD[�UDWH
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DV�DQ\�RWKHU�IRUP�RI�HPSOR\HH�UHPXQHUDWLRQ�
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The change will not
significantly
increase
compliance costs
relative to
proposals in A New
Tax System

��� 7KHUH�KDYH�EHHQ�VXJJHVWLRQV�WKDW�VXFK�D�VZLWFK�ZRXOG�PDVVLYHO\

LQFUHDVH�WKH�QXPEHU�RI�WD[SD\HUV�LQ�UHVSHFW�RI�IULQJH�EHQHILWV�DQG�VR�OHDG

WR�VLJQLILFDQWO\�LQFUHDVHG�FRPSOLDQFH�FRVWV���7KLV�UHIOHFWV�D�FRQIXVLRQ�RI

ZKR�LV�OLDEOH�IRU�D�WD[�ZLWK�KRZ�WKH�WD[�LV�WR�EH�FROOHFWHG���,Q�IDFW�WKH�WD[

FROOHFWLRQ�WDVN�ZLOO�UHPDLQ�ZLWK�WKH�HPSOR\HU��DV�ZLWK�WKH�WD[DWLRQ�RI

RWKHU�HOHPHQWV�RI�UHPXQHUDWLRQ��DQG�WKHUH�ZLOO�RQO\�EH�D�PLQRU�FKDQJH�LQ

WKH�ZD\�WKH�WD[�LV�WR�EH�FDOFXODWHG�DQG�UHPLWWHG���7KH�FROOHFWLRQ�SRLQWV

ZLOO�EH�LGHQWLFDO�ZLWK�WKRVH�XQGHU�FXUUHQW�)%7�OHJLVODWLRQ�³�WKH

HPSOR\HUV�RI�WKRVH�UHFHLYLQJ�WKH�EHQHILWV���7KH�IULQJH�EHQHILWV�DVVLJQHG

WR�DQ�HPSOR\HH�ZLOO�VLPSO\�EH�LQFOXGHG�LQ�KLV�RU�KHU�LQFRPH��LQ�WKH�VDPH

ZD\�LQ�ZKLFK�ERQXVHV�DUH�WUHDWHG��DQG�EH�VXEMHFW�WR�WKH�FXUUHQW�3$<(

DUUDQJHPHQWV�

��� 7KH�IULQJH�EHQHILW�FKDQJHV�DQQRXQFHG�LQ�$�1HZ�7D[�6\VWHP�UHTXLUH

WKDW�LI�WRWDO�IULQJH�EHQHILWV�H[FHHG��������SHU�DQQXP��HPSOR\HUV�DVVLJQ

WKH�EHQHILWV�WR�LQGLYLGXDO�HPSOR\HHV�RQ�WKHLU�JURXS�FHUWLILFDWHV���7KH

5HYLHZ�LV�UHFRPPHQGLQJ�QR�GH�PLQLPLV�OHYHO�H[FHSW�WKDW��DV�QRZ��WKH

H[LVWLQJ�H[HPSWLRQV�IRU�LUUHJXODU�PLQRU�EHQHILWV�XQGHU�WKH�FXUUHQW�)%7

SURYLVLRQV�ZLOO�EH�UHWDLQHG�DQG�WKH�FRPSOLDQFH�FRVWV�DVVRFLDWHG�ZLWK�YHU\

ORZ�OHYHOV�RI�IULQJH�EHQHILWV�ZLOO�FRQWLQXH�WR�EH�DYRLGHG���&RQVHTXHQWO\�

WKH�5HYLHZ·V�SURSRVDOV�LQYROYH�RQO\�D�VPDOO�DGGLWLRQDO�DGPLQLVWUDWLYH

VWHS�DGGHG�WR�WKH�SURSRVDOV�LQ�$�1HZ�7D[�6\VWHP�

Some employment
contracts may
require
renegotiation

��� 7KH�5HYLHZ�LV�FRQVFLRXV�WKDW�WD[LQJ�IULQJH�EHQHILWV�LQ�HPSOR\HHV·

KDQGV�PLJKW�UHTXLUH�VRPH�UHQHJRWLDWLRQ�RI�HPSOR\PHQW�FRQWUDFWV���)RU

PDQ\�HPSOR\HHV�RQ�VDODU\�SDFNDJHV�FRVWHG�WR�LQFOXGH�WKH�IXOO�FRVW�WR�WKH

HPSOR\HU�RI�DQ\�IULQJH�EHQHILWV��LQFOXGLQJ�WKH�WD[�LWVHOI��WKHUH�ZLOO�EH�QR

VLJQLILFDQW�HIIHFW���7KH�RQO\�H[FHSWLRQ�ZLOO�EH�WKH�EHQHILW�IRU�WKRVH

HPSOR\HHV�ZKR�ZLOO�EH�WD[HG�RQ�WKH�IULQJH�EHQHILWV�DW�WKHLU�RZQ�PDUJLQDO

WD[�UDWH�ZKHUH�WKLV�LV�ORZHU�WKDQ�WKH�WRS�PDUJLQDO�WD[�UDWH�DW�ZKLFK�)%7

LV�FXUUHQWO\�OHYLHG���7KH�WD[�VDYLQJ�WR�WKH�HPSOR\HU�RI�WUDQVIHUULQJ�WKH

IULQJH�EHQHILWV�WD[�OLDELOLW\�WR�WKH�HPSOR\HH�ZLOO�QHHG�WR�EH�UHIOHFWHG�LQ�D

KLJKHU�VDODU\�WR�WKH�HPSOR\HH�DQG�WKH�GHWDLOV�RI�WKLV�PD\�QHHG�WR�EH

QHJRWLDWHG���6XFK�FRPSHQVDWLQJ�LQFUHDVHV�WR�OHDYH�HPSOR\HHV�LQ�WKH�VDPH

SRVLWLRQ�ZLOO�QRW�UHSUHVHQW�D�KLJKHU�FRVW�WR�HPSOR\HUV�

��� 7KH�UHVXOW�ZLOO�EH�D�PRUH�VRXQG�DQG�HTXLWDEOH�V\VWHP���1RZ�LV�DOVR

WKH�WLPH�WR�PDNH�VXFK�D�FKDQJH�LQ�WKH�FRQWH[W�RI�D�IXQGDPHQWDO�UHIRUP

RI�WKH�$XVWUDOLDQ�WD[�V\VWHP�
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��� $�1HZ�7D[�6\VWHP�DQQRXQFHG�WKDW�WKH�QHZ�)%7�DUUDQJHPHQWV�ZLOO

DSSO\�IURP�WKH�����������DQG���������)%7�\HDUV�RI�LQFRPH��DQG

SXWWLQJ�LQ�SODFH�DUUDQJHPHQWV�WR�PHHW�WKRVH�UHTXLUHPHQWV�ZLOO�LPSRVH�D

VLJQLILFDQW�EXUGHQ�RQ�HPSOR\HUV���&RQVHTXHQWO\�WKH�5HYLHZ�LV�SURSRVLQJ

WKDW�WKH�WUDQVIHU�RI�WD[�OLDELOLW\�IRU�IULQJH�EHQHILWV�WR�WKH�HPSOR\HH�RQO\

DSSO\�IURP�DQG�LQFOXGLQJ�WKH�LQFRPH�\HDU���������

Exclusion of entertainment and on-premises car parking

The application of
FBT to
entertainment and
on-premises car
parking has always
been contentious
and
administratively
difficult

��� $�1HZ�7D[�6\VWHP�SURSRVHG�WKDW�ERWK�HQWHUWDLQPHQW�DQG

RQ�SUHPLVHV�FDU�SDUNLQJ�EH�H[FOXGHG�IURP�WKH�UHTXLUHPHQW�WR�UHSRUW

IULQJH�EHQHILWV�RQ�HPSOR\HHV·�JURXS�FHUWLILFDWHV���7KLV�UHIOHFWHG�D

MXGJPHQW�WKDW�WKH�DOORFDWLRQ�RI�WKHVH�EHQHILWV�WR�LQGLYLGXDO�HPSOR\HHV

ZRXOG�LQYROYH�XQDFFHSWDEO\�KLJK�FRPSOLDQFH�FRVWV���,Q�DGGLWLRQ��WKH

IULQJH�EHQHILW�WD[�WUHDWPHQW�RI�WKHVH�LWHPV�KDV�DOZD\V�EHHQ�FRQWHQWLRXV

DQG�FRPSOH[�

��� 7KH�5HYLHZ�LV�UHFRPPHQGLQJ�WKDW�EXVLQHVV�UHODWHG�HQWHUWDLQPHQW

H[SHQVHV�QR�ORQJHU�EH�WUHDWHG�DV�IULQJH�EHQHILWV�DQG�VLPSO\�EH�PDGH

QRQ�GHGXFWLEOH�IURP�DQG�LQFOXGLQJ�LQFRPH�\HDU�����������7KH�ODWHU�VWDUW

WLPH�LV�GULYHQ�E\�WKH�WUDQVLWLRQDO�UHYHQXH�FRVW�LQ�WKH�ILUVW�\HDU�DQG�WKH

QHHG�IRU�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�WR�EH�DV�UHYHQXH�QHXWUDO�DV

SRVVLEOH�LQ�HDFK�\HDU�

��� 7KH�5HYLHZ�QRWHV�WKDW�UHPRYLQJ�HQWHUWDLQPHQW�IURP�IULQJH

EHQHILWV�FRYHUDJH�ZLOO�DOVR�PHDQ�WKDW�LW�ZDV�QRW�WD[DEOH�ZKHQ�SURYLGHG

E\�D�WD[�H[HPSW�HPSOR\HU�DQG�WKH�RIIVHW�RI�PDNLQJ�LW�QRQ�GHGXFWLEOH�LV

QRW�UHOHYDQW�LQ�VXFK�FDVHV���7KH�DGPLQLVWUDWLYH�GLIILFXOW\�RI�WU\LQJ�WR

DGGUHVV�WKLV�LVVXH�LV�SUREDEO\�QRW�MXVWLILHG�JLYHQ�WKDW�VXFK�H[SHQGLWXUH�E\

WD[�H[HPSW�HPSOR\HUV�LV�UHODWLYHO\�PLQRU�

��� 7KH�5HYLHZ�LV�DOVR�UHFRPPHQGLQJ�WKDW�RQ�SUHPLVHV�FDU�SDUNLQJ�EH

UHPRYHG�IURP�)%7�FRYHUDJH���7KH�*RYHUQPHQW�KDV�PRYHG�WR�H[HPSW

VPDOO�EXVLQHVV�IURP�IULQJH�EHQHILWV�RQ�RQ�SUHPLVHV�FDU�SDUNLQJ�DQG

QRQ�&%'�SDUNLQJ�LV�ODUJHO\�H[HPSWHG�EHFDXVH�RI�D�GH�PLQLPLV�YDOXH�UXOH�

6R�H[HPSWLQJ�DOO�¶RQ�SUHPLVHV·�FDU�SDUNLQJ�ZLOO�PDNH�WKH�WUHDWPHQW�RI

WKLV�H[SHQVH�FRQVLVWHQW�DFURVV�DOO�IRUPV�RI�EXVLQHVV�DV�ZHOO�DV�UHGXFLQJ

FRPSOLDQFH�FRVWV�DQG�UHPRYLQJ�D�VRXUFH�RI�FRQVLGHUDEOH�DQQR\DQFH�DQG

DQJVW�
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Reform of motor vehicle fringe benefits

Taxing of motor
vehicle fringe
benefits is to be
reformed and
made less
concessional in
order to finance
other FBT changes

��� :LWKRXW�IXUWKHU�DGMXVWPHQW�WR�WKH�IULQJH�EHQHILWV�UHJLPH��WKH�QHW

HIIHFW�RI�WKHVH�IULQJH�EHQHILWV�UHIRUPV�ZRXOG�EH�UHYHQXH�QHJDWLYH�

+RZHYHU��WKH�SUHVHQW�WUHDWPHQW�RI�FDU�IULQJH�EHQHILWV�LV�XQVDWLVIDFWRU\�LQ

D�QXPEHU�RI�UHVSHFWV�DQG�VWURQJO\�FRQFHVVLRQDO���5HGXFLQJ��ZKLOH�QRW

HOLPLQDWLQJ��WKH�FRQFHVVLRQDOLW\�RI�FDU�IULQJH�EHQHILWV�ZLOO�PDNH�WKH

SDFNDJH�RI�IULQJH�EHQHILW�UHIRUPV�UHYHQXH�QHXWUDO�LQ�WKH�VKRUW�WR�PHGLXP

WHUP�DQG�DOORZ�VRPH�UDWLRQDOLVDWLRQ�RI�WKHVH�DUUDQJHPHQWV�

��� $FFRUGLQJO\��WKH�5HYLHZ�LV�UHFRPPHQGLQJ�WKDW�WKH�FXUUHQW

VWDWXWRU\�IRUPXOD�IRU�YDOXLQJ�FDU�IULQJH�EHQHILWV�EH�UHSODFHG�ZLWK�D

VFKHGXODU�DSSURDFK�XQGHU�ZKLFK����SHU�FHQW�SULYDWH�XVH�LV�DVVXPHG�LQ

GHWHUPLQLQJ�WKH�WD[DEOH�YDOXH�RI�D�FDU�EHQHILW���7D[SD\HUV�ZLOO�KDYH�WKH

RSWLRQ�RI�RSWLQJ�RXW�RI�WKH�IRUPXOD�DQG�VXEVWDQWLDWLQJ�WKH�DFWXDO�GHJUHH

RI�SULYDWH�XVH�LI�WKH\�VR�ZLVKHG���,Q�HLWKHU�FDVH��WKH�WUHDWPHQW�RI�FDU

IULQJH�EHQHILWV�ZLOO�VWLOO�EH�FRQFHVVLRQDO�IRU�PRVW�HPSOR\HHV�DQG�VR�FDUV

ZLOO�UHPDLQ�D�SRSXODU�IRUP�RI�IULQJH�EHQHILW�

Treatment of exempt and rebatable employers

FBT concessions
are not an efficient
or appropriate way
to assist charities
and other tax-
exempt bodies

��� $V�UDLVHG�LQ�$�3ODWIRUP�IRU�&RQVXOWDWLRQ��GLVSHQVLQJ�ZLWK�)%7�DQG

WUDQVIHUULQJ�WD[�OLDELOLW\�WR�UHOHYDQW�HPSOR\HHV�ZLOO�LQ�LWVHOI�HOLPLQDWH�WKH

DGYDQWDJH�HQMR\HG�E\�H[HPSW�DQG�UHEDWDEOH�HPSOR\HUV�IURP�SD\LQJ

HPSOR\HHV�LQ�WKH�IRUP�RI�IULQJH�EHQHILWV���7KHUHIRUH�D�GLIIHUHQW�DSSURDFK

ZLOO�EH�UHTXLUHG�IRU�WKHVH�RUJDQLVDWLRQV�LI�WKH\�DUH�WR�EH�FRPSHQVDWHG�IRU

WKH�ORVV�RI�WKH�DGYDQWDJH�

��� $�1HZ�7D[�6\VWHP�SURSRVHG�WR�OLPLW�WKH�DPRXQW�RI�IULQJH�EHQHILWV

SHU�HPSOR\HH�ZKLFK�FRXOG�TXDOLI\�IRU�FRQFHVVLRQDO�WUHDWPHQW�WR�D

JURVVHG�XS�YDOXH�RI���������SHU�\HDU���7KLV�VXJJHVWV�WKDW�RQH�DSSURDFK

XQGHU�WKH�5HYLHZ·V�SURSRVDOV�FRXOG�EH�WR�DOORZ�HDFK�HPSOR\HH�RI�D

WD[�H[HPSW�RUJDQLVDWLRQ�DQ�LQFRPH�WD[�GHGXFWLRQ�RI��������SHU�\HDU�DQG

D�SURSRUWLRQDWH�GHGXFWLRQ�IRU�HPSOR\HHV�RI�D�UHEDWDEOH�HPSOR\HU����$Q

�������GHGXFWLRQ�ZLOO�EH�RI�WKH�VDPH�EHQHILW�DV�H[HPSWLQJ�IURP�)%7

IULQJH�EHQHILWV�ZLWK�D�JURVVHG�XS�YDOXH�RI����������

��� 7KH�5HYLHZ�LV�FRQFHUQHG��KRZHYHU��WKDW�XQGHU�WKLV�DSSURDFK�DQG

WKDW�RI�$�1HZ�7D[�6\VWHP�WKH�SURSRVHG�XSSHU�OLPLWV�RQ�WKH�DPRXQW�RI

WKH�FRQFHVVLRQ�ZLOO�HIIHFWLYHO\�EHFRPH�D�IORRU�DQG��LQ�D�YHU\�VKRUW�WLPH��LW

LV�OLNHO\�WKDW�YLUWXDOO\�DOO�HPSOR\HHV�RI�WD[�H[HPSW�ERGLHV�ZLOO�EH

UHPXQHUDWHG��WDNLQJ�DGYDQWDJH�RI�WKLV�FRQFHVVLRQ���7KH�5HYLHZ

XQGHUVWDQGV�WKDW�XQGHU�WKH�DUUDQJHPHQWV�SULRU�WR�$�1HZ�7D[�6\VWHP

PDQ\�WD[�H[HPSW�ERGLHV�ZHUH�QRW�XVLQJ�WKH�FRQFHVVLRQ�WR�WKH�H[WHQW�RI

WKH�SURSRVHG�OLPLW���1RZ�WKDW�LW�KDV�EHHQ�OHJLWLPLVHG�LW�ZLOO�EH�FOHDUO\�LQ

WKHLU�LQWHUHVWV�WR�UHGXFH�WKHLU�HPSOR\PHQW�FRVWV�E\�XWLOLVLQJ�WKH

FRQFHVVLRQ�IXOO\�
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��� :KHUH�WKH�WD[�H[HPSW�ERG\�LV�HQJDJHG�LQ�EXVLQHVV�DFWLYLW\�WKLV�WD[

EUHDN�FRXOG�SURYLGH�WKHP�ZLWK�D�FRPSHWLWLYH�HGJH�RYHU�RUGLQDU\

EXVLQHVVHV���7KH�5HYLHZ�LV�QRW�FRQYLQFHG�WKDW�WKH�SURSRVDO�LQ�$�1HZ

7D[�6\VWHP�IRU�D�GHGXFWLRQ�IRU�HPSOR\HHV�RI�WD[�H[HPSWV�XQGHU�LWV

UHIRUPV�ZLOO�EH�VXVWDLQDEOH�LQ�WKH�ORQJHU�WHUP�EHFDXVH�RI�WKH�HYHQWXDO

FRVW�WR�UHYHQXH�

��� 7KH�5HYLHZ�FRQVLGHUV�WKDW�WKLV�HOHPHQW�RI�JRYHUQPHQW�DVVLVWDQFH

WR�FKDULWLHV�DQG�WKH�OLNH�VKRXOG�EH�UHPRYHG�IURP�WKH�WD[�V\VWHP�DQG

UHSODFHG�E\�D�GLUHFW�DQG�LQGHQWLILDEOH�VXEVLG\�RI�DQ�HTXLYDOHQW�RYHUDOO

DPRXQW���$�VXEVLG\�ZLOO�EH�PRUH�WUDQVSDUHQW�DQG�GHOLYHU�D�EHWWHU�PDWFK

EHWZHHQ�WKH�LQWHQWLRQV�RI�JRYHUQPHQW�DQG�WKH�RXWFRPH���$GGUHVVLQJ�WKLV

SUREOHP�QRZ�EHIRUH�LW�EHFRPHV�PRUH�LQWUDFWDEOH�DQG�GLIILFXOW�KDV�PXFK

WR�FRPPHQG�LW�

Application of accounting concepts and principles

Subject to the
overall objectives
of tax policy there
are clear
advantages in
more closely
aligning tax and
accounting
treatments of
transactions and
assets

��� 7KH�5HYLHZ�KDV�KDG�UHJDUG�WR�DFFRXQWLQJ�SULQFLSOHV�DQG�SUDFWLFH�LQ

IRUPXODWLQJ�LWV�UHFRPPHQGDWLRQV�DQG�LQ�PDQ\�FDVHV�WKH�SURSRVDOV�ZLOO

PRYH�WD[�DQG�DFFRXQWLQJ�WUHDWPHQW�PXFK�FORVHU�WRJHWKHU���7KLV�ZLOO�KDYH

VLJQLILFDQW�EHQHILWV�LQ�WHUPV�RI�FRPSOLDQFH��,W�ZLOO�UHGXFH�WKH�RSSRUWXQLW\

IRU�WD[SD\HUV�WR�SXUVXH�WD[�PLQLPLVDWLRQ�VWUDWHJLHV�RQ�WKH�RQH�KDQG�ZKLOH

DWWHPSWLQJ�WR�PD[LPLVH�FRPPHUFLDO�RXWFRPHV�RQ�WKH�RWKHU�KDQG�

��� 7KH�5HYLHZ�LV�SURSRVLQJ�WKDW�WKH�$72�ZRUN�ZLWK�WKH�DFFRXQWLQJ

SURIHVVLRQ�WR�LGHQWLI\�GLIIHUHQFHV�LQ�WUHDWPHQW���7KH�IXWXUH�GHYHORSPHQW

RI�WD[�SROLF\�VKRXOG�FRQWLQXH�WR�EHDU�LQ�PLQG�WKH�DGYDQWDJHV�RI�D�FORVHU

DOLJQPHQW�EHWZHHQ�WKH�WZR�V\VWHPV��ZKLOH�UHFRJQLVLQJ�WKDW�WKH�WZR�DUH

XQOLNHO\�HYHU�WR�EH�WRWDOO\�FRQJUXHQW�

Reinforcing integrity and equity

A better tax
structure
significantly
reduces the need
for specific
anti-avoidance
rules

��� 7KH�5HYLHZ·V�UHFRPPHQGDWLRQV�ZLOO�PDNH�D�VLJQLILFDQW

FRQWULEXWLRQ�WR�UHGXFLQJ�WD[�DYRLGDQFH�WKURXJK�WKH�UHPRYDO�RI

FRPSOH[LWLHV�DQG�DQRPDOLHV�IURP�WKH�OHJLVODWLRQ�DQG�WKH�DGRSWLRQ�RI�D

FRQVLVWHQW�DSSURDFK�WR�GHWHUPLQLQJ�WD[DEOH�LQFRPH���7KLV�ZLOO�UHPRYH

PDQ\�RI�WKH�RSSRUWXQLWLHV�IRU�WD[SD\HUV�WR�DYRLG�WD[DWLRQ�WKURXJK

H[SORLWLQJ�XQLQWHQGHG�ORRSKROHV�LQ�WKH�ODZ�

��� 7D[�DYRLGDQFH�QHHGV�WR�EH�GLVWLQJXLVKHG�IURP�WD[�HYDVLRQ�RQ�WKH

RQH�KDQG�DQG�VHQVLEOH�WD[�SODQQLQJ�RQ�WKH�RWKHU���7D[�HYDVLRQ�LV�LOOHJDO��LW

LQYROYHV�WD[SD\HUV�XQGHUWDNLQJ�DFWLRQV�ZKLFK�DUH�H[SUHVVO\�IRUELGGHQ

XQGHU�WD[�RU�RWKHU�OHJLVODWLRQ���7D[�DYRLGDQFH�LV�QRW�LOOHJDO�DQG�VR�LV

PXFK�KDUGHU�WR�GHILQH���7D[�DYRLGDQFH�FRXOG�EH�FKDUDFWHULVHG�DV�D

PLVXVH�RI�WKH�ODZ�UDWKHU�WKDQ�D�GLVUHJDUG�IRU�LW���,W�LQYROYHV�WKH

H[SORLWDWLRQ�RI�VWUXFWXUDO�ORRSKROHV�LQ�WKH�ODZ�WR�DFKLHYH�WD[�RXWFRPHV
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WKDW�ZHUH�QRW�LQWHQGHG�E\�WKH�GUDIWHUV�RI�WKH�OHJLVODWLRQ�RU�E\�WKH

3DUOLDPHQW�

��� 2Q�WKH�RWKHU�KDQG��WD[�SODQQLQJ�FRXOG�EH�FKDUDFWHULVHG�DV�HQVXULQJ

WKDW�D�WD[SD\HU�DFKLHYHV�WKH�EHVW�WUHDWPHQW�IRU�KLV�RU�KHU�LQFRPH�ZKLFK�LV

DYDLODEOH�XQGHU�WKH�ODZ��DV�LW�LV�LQWHQGHG�WR�DSSO\���7R�WKH�H[WHQW�WKDW�WD[

SODQQLQJ�GRHV�QR�PRUH�WKDQ�HQVXUH�WKDW�WD[SD\HUV�DUH�DZDUH�RI��DQG�FDQ

WDNH�DGYDQWDJH�RI��LQWHQGHG�IHDWXUHV�RI�WKH�ODZ��LW�KHOSV�WR�HQVXUH�WKDW�WKH

LQWHQWLRQV�RI�3DUOLDPHQW�DUH�LPSOHPHQWHG���+RZHYHU��WKH�ERXQGDU\�OLQH

EHWZHHQ�WD[�SODQQLQJ�DQG�WD[�DYRLGDQFH�LV�REYLRXVO\�OHVV�ZHOO�GHILQHG

WKDQ�WKDW�EHWZHHQ�WD[�DYRLGDQFH�DQG�WD[�HYDVLRQ�

��� 7KH�VRXQGHU�VWUXFWXUH�WR�WKH�ODZ�DQG�WKH�PRUH�FRQVLVWHQW

DSSURDFK�WR�LVVXHV��ZKLFK�ZLOO�HOLPLQDWH�PDQ\�VRXUFHV�RI�WD[�DYRLGDQFH�

KDYH�DOORZHG�WKH�5HYLHZ�WR�UHFRPPHQG�WKH�UHPRYDO�RI�D�QXPEHU�RI

VSHFLILF�DQWL�DYRLGDQFH�SURYLVLRQV�LQ�WKH�FXUUHQW�ODZ�

Streamlined general anti-avoidance rule

A streamlined
general
anti-avoidance
rule

��� 8QGHU�WKH�SURSRVHG�DSSURDFK�WR�WD[�DYRLGDQFH��D�VWUHDPOLQHG

JHQHUDO�DQWL�DYRLGDQFH�UXOH�ZLOO�RSHUDWH�ZLWKLQ�D�GHILQHG�SROLF\

IUDPHZRUN���7KH�FRPSRQHQWV�RI�WKLV�IUDPHZRUN�DUH�

� WKDW�VWUXFWXUDO�UHIRUP�VKRXOG�EH�WKH�SULPDU\�PHFKDQLVP�IRU

UHVSRQGLQJ�WR�WD[�DYRLGDQFH���DQG

� D�SUHIHUHQFH�IRU�JHQHUDO��RYHU�VSHFLILF��DQWL�DYRLGDQFH�UXOHV�ZKHUH�D

QRQ�VWUXFWXUDO�UHVSRQVH�LV�DGRSWHG�

��� 7KH�5HYLHZ�DOVR�VHHV�D�UROH�IRU�WKH�%RDUG�RI�7D[DWLRQ�LQ

PRQLWRULQJ�WKH�SROLF\�JXLGLQJ�WKH�LPSOHPHQWDWLRQ�RI�DQWL�DYRLGDQFH

SURYLVLRQV�DQG�DGYLVLQJ�ZKHWKHU�DQ\�DPHQGPHQWV�DUH�QHHGHG���7R�WKDW

HQG��WKH�%RDUG�PD\�FRQVXOW�ZLWK�WD[SD\HUV�RQ�DSSURSULDWH�UHVSRQVHV�WR

WD[�DYRLGDQFH�

Franking credit trading

��� $�QXPEHU�RI�DQWL�DYRLGDQFH�SURYLVLRQV�UHODWLQJ�WR�IUDQNLQJ�FUHGLW

WUDGLQJ�DQG�GLYLGHQG�VWUHDPLQJ�DUH�FRQWDLQHG�LQ�WKH�FXUUHQW�ODZ���,W�LV

LPSRUWDQW�WR�GLVWLQJXLVK�EHWZHHQ�WKHVH�WZR�DFWLYLWLHV�

��� :KHUH�DQ�$XVWUDOLDQ�HQWLW\�RQO\�KDV�LQFRPH�WKDW�KDV�EHHQ�WD[HG�LQ

$XVWUDOLD�WKHUH�LV�QR�VFRSH�IRU�GLYLGHQG�VWUHDPLQJ���5HVLGHQW

VKDUHKROGHUV�UHFHLYH�IXOO\�IUDQNHG�GLYLGHQGV�DQG�WKH�LPSXWDWLRQ�V\VWHP

HQVXUHV�WKDW�WKH�XOWLPDWH�WD[�RQ�WKH�LQFRPH�LV�DW�WKH�UHVLGHQW

VKDUHKROGHU·V�PDUJLQDO�WD[�UDWH���1RQ�UHVLGHQW�VKDUHKROGHUV�DUH�H[HPSW

IURP�':7�RQ�WKH�IUDQNHG�GLYLGHQGV�WKH\�UHFHLYH�DQG�VR�DUH�HIIHFWLYHO\

WD[HG�DW�WKH�FRPSDQ\�WD[�UDWH�
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Allowing franking
credit trading
would be contrary
to tax policy
objectives

��� ,I�IUDQNLQJ�FUHGLW�WUDGLQJ�ZHUH�DOORZHG�QRQ�UHVLGHQW�VKDUHKROGHUV

FRXOG�HIIHFWLYHO\�VHOO�WKHLU�IUDQNLQJ�FUHGLWV�WR�UHVLGHQWV���7KLV�ZRXOG�DOORZ

WKHP�WR�REWDLQ�DW�OHDVW�D�SDUWLDO�UHIXQG�RI�WKH�WD[�SDLG�RQ�$XVWUDOLDQ

VRXUFH�LQFRPH�DW�WKH�HQWLW\�OHYHO�DQG�ZRXOG�QRW�EH�FRQVLVWHQW�ZLWK�WKH

LQWHQWLRQV�RI�WD[�SROLF\�

��� 7KH�VLWXDWLRQ�LV�GLIIHUHQW�LI�WKH�$XVWUDOLDQ�HQWLW\�DOVR�GHULYHV

IRUHLJQ�VRXUFH�LQFRPH�WKDW�LV�H[HPSW�IURP�$XVWUDOLDQ�HQWLW\�WD[�EHFDXVH

LW�LV�HDUQHG�LQ�D�FRPSDUDEO\�WD[HG�IRUHLJQ�FRXQWU\���:KHUH�GLYLGHQG

VWUHDPLQJ�LV�SUHFOXGHG��$XVWUDOLDQ�HQWLWLHV�PXVW�SHUIRUFH�GLVWULEXWH�VRPH

RI�WKLV�LQFRPH�WR�$XVWUDOLDQ�VKDUHKROGHUV�DV�XQIUDQNHG�GLYLGHQGV�ZKLFK

DUH�WKHQ�VXEMHFW�WR�IXOO�UDWHV�RI�WD[�LQ�WKH�VKDUHKROGHU·V�KDQGV���$W�WKH

VDPH�WLPH�QRQ�UHVLGHQW�VKDUHKROGHUV�UHFHLYH�IUDQNHG�GLYLGHQGV�EXW�DUH

XQDEOH�WR�XVH�WKH�IUDQNLQJ�FUHGLWV���7KH�5HYLHZ·V�UHVSRQVH�WR�WKLV

SUREOHP�LV�VHW�RXW�ODWHU�LQ�WKH�GLVFXVVLRQ�RI�LQWHUQDWLRQDO�WD[DWLRQ

DUUDQJHPHQWV�

��� 7KH�5HYLHZ�DFFHSWV�WKDW�WKHUH�DUH�VRXQG�DUJXPHQWV�IRU�SUHYHQWLQJ

IUDQNLQJ�FUHGLW�WUDGLQJ���5HPRYLQJ�WKH�FXUUHQW�VSHFLILF�UHVWULFWLRQV��DQG

LQVWHDG�UHO\LQJ�RQ�WKH�JHQHUDO�DQWL�DYRLGDQFH�SURYLVLRQ��ZRXOG�LQYROYH�DQ

HVWLPDWHG�UHYHQXH�FRVW�RI������PLOOLRQ�WR������PLOOLRQ�SHU�DQQXP�

Franking credit
trading restrictions
are required but
they need to be
made less onerous
for genuine
commercial
activity

��� 7KH�5HYLHZ�EHOLHYHV��KRZHYHU��WKDW�PDQ\�RI�WKH�FXUUHQW�VSHFLILF

SURYLVLRQV�RQ�IUDQNLQJ�FUHGLW�WUDGLQJ�FRXOG�EH�PRGLILHG�WR�UHGXFH�WKH

LPSDFW�RQ�FRPPHUFLDO�WUDQVDFWLRQV�ZLWKRXW�DQ\�VLJQLILFDQW�DGYHUVH

LPSDFW�RQ�UHYHQXH���7KH�5HYLHZ�LV�UHFRPPHQGLQJ�DQ�LQLWLDO�SDULQJ�EDFN

RI�WKH�XQGXH�EUHDWK�RI�WKRVH�SURYLVLRQV�E\�PHDVXUHV�WR�

� UHGXFH�WKH�RZQHUVKLS�SHULRG�WR����GD\V�

� IXUWKHU�FODULI\�ZKDW�DQ�¶DW�ULVN·�VKDUHKROGLQJ�PHDQV�

� UHGXFH�FRPSOH[LW\�DQG�FRPSOLDQFH�FRVWV�IRU�WUXVW�EHQHILFLDULHV��DQG

� LQFUHDVH�WKH�WKUHVKROG�H[HPSWLRQ�IURP�WKH�SURYLVLRQV�IURP��������WR

�������RI�IUDQNLQJ�UHEDWHV�IRU�LQGLYLGXDOV�

Alienation of personal services income

Employees are
increasingly
seeking to change
the legal form of
their income from
salary and wages
to business income
in order to
minimise tax

��� 7KHUH�LV�HYLGHQFH�RI�D�VLJQLILFDQW�DQG�DFFHOHUDWLQJ�WUHQG�IRU

HPSOR\HHV�WR�PRYH�RXW�RI�D�VLPSOH�HPSOR\PHQW�UHODWLRQVKLS�WR�EHFRPH

XQLQFRUSRUDWHG�FRQWUDFWRUV�RU�WKH�RZQHU�PDQDJHUV�RI�LQWHUSRVHG�HQWLWLHV

ZKLOH�QRW�UHDOO\�FKDQJLQJ�WKH�QDWXUH�RI�WKH�HPSOR\HU�HPSOR\HH

UHODWLRQVKLS���7KLV�SURFHVV�LV�NQRZQ�DV�WKH�DOLHQDWLRQ�RI�SHUVRQDO�VHUYLFHV

LQFRPH�DQG�PRYHV�WKH�LQFRPH�UHFHLYHG�E\�WKH�XQLQFRUSRUDWHG

FRQWUDFWRU�RU�WKH�LQWHUSRVHG�HQWLW\�RXW�RI�WKH�3$<(�WD[�V\VWHP���7KH

DUUDQJHPHQWV�KDYH�KDG�WKH�SUDFWLFDO�HIIHFW�RI�WKHVH�WD[SD\HUV�FODLPLQJ

GHGXFWLRQV�QRW�DYDLODEOH�WR�RUGLQDU\�HPSOR\HHV�DQG��LI�WKHUH�LV�DQ

LQWHUSRVHG�HQWLW\��DOORZV�VFRSH�IRU�LQFRPH�VSOLWWLQJ���$V�WKH�HFRQRPLF
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UHDOLW\�RI�WKH�HDUQLQJ�RI�WKHLU�LQFRPH�LV�XQFKDQJHG��WKHLU�LQFRPH�VKRXOG

EH�WD[HG�RQ�WKH�VDPH�EDVLV�DV�RWKHU�3$<(�LQFRPH���7KLV�LV�FRQVLVWHQW

ZLWK�WKH�SULQFLSOH�DGRSWHG�E\�WKH�5HYLHZ�WKDW�WD[�EH�OHYLHG�RQ�WKH�EDVLV

RI�HFRQRPLF�VXEVWDQFH�UDWKHU�WKDQ�OHJDO�IRUP�

��� 7KH�HIIHFW�RI�VXFK�DUUDQJHPHQWV�RQ�WD[DWLRQ�FDQ�EH�QXOOLILHG�E\

WUHDWLQJ�IRU�WD[DWLRQ�SXUSRVHV�WKH�LQFRPH�HDUQHG�E\�SHUVRQDO�H[HUWLRQ�DV

DNLQ�WR�HPSOR\PHQW�LQFRPH�DQG�WD[LQJ�LW�RQ�WKDW�EDVLV���7KLV�SUHYHQWV

WKH�PLQLPLVDWLRQ�RI�LQFRPH�WD[�DQG�SURWHFWV�WKH�WD[�V\VWHP�IURP

VXEVWDQWLDO�UHYHQXH�ORVVHV���7KH�5HYLHZ�LV�UHFRPPHQGLQJ�WKLV�DSSURDFK

WR�WKH�DOLHQDWLRQ�RI�SHUVRQDO�LQFRPH�VHUYLFHV�LQ�VLWXDWLRQV�ZKHUH�WKHUH�LV

D�IXQGDPHQWDO�HPSOR\HU�HPSOR\HH�UHODWLRQVKLS���7KHUH�LV�QR�UHDVRQ�WR

LQWHUIHUH�ZLWK�WKH�OHJDO�FRQVWUXFW�RI�WKHVH�UHODWLRQVKLSV�ZKLFK�FDQ�EH�SXW

LQ�SODFH�IRU�RWKHU�WKDQ�WD[�UHDVRQV���7KH�5HYLHZ�LV�QRW�SURSRVLQJ�DQ\

FKDQJHV�WR�WKH�FRQWUDFWXDO�UHODWLRQVKLSV���7KH\�FDQ�FRQWLQXH�WR�H[LVW�DQG

QHZ�RQHV�EH�HVWDEOLVKHG���7KH�RQO\�FKDQJH�LV�WKH�ZD\�WD[DWLRQ�ZLOO�EH

DVVHVVHG�DQG�FROOHFWHG�

Non-commercial activities

The ability of
taxpayers to claim
tax deductions for
expenses
associated with
non-commercial
activities
associated with
hobbies or lifestyle
choices will be
restricted

��� 6RPH�WD[SD\HUV�SXUVXH�DFWLYLWLHV��DV�KREELHV�RU�IRU�OLIHVW\OH

UHDVRQV��ZKLFK�DUH�QRQ�FRPPHUFLDO��EXW�VHHN�WR�FODLP�WKH�H[SHQVHV

DJDLQVW�WKHLU�RWKHU�LQFRPH���$Q�H[DPSOH�FRXOG�EH�D�SURIHVVLRQDO�SHUVRQ

ZKR�KDV�D�SURSHUW\�LQ�WKH�FRXQWU\�PDLQO\�IRU�UHFUHDWLRQDO�SXUSRVHV�EXW

XVHV�LW�WR�DJLVW�D�VPDOO�QXPEHU�RI�VWRFN���(YHQ�WKRXJK�WKHUH�PD\�EH�QR

UHDOLVWLF�SURVSHFW�RI�WKH�DJLVWPHQW�DFWLYLW\�HDUQLQJ�D�SURILW��WKH�WD[SD\HU

PD\�VHHN�WR�FODLP�DOO�WKH�H[SHQVHV�DVVRFLDWHG�ZLWK�WKH�SURSHUW\�DQG�XVH

WKH�UHVXOWDQW�GHGXFWLRQV�WR�UHGXFH�WD[�RQ�WKHLU�LQFRPH�IURP�WKHLU

SURIHVVLRQDO�DFWLYLW\�

��� 6XEMHFW�WR�D�UDQJH�RI�VWUDLJKWIRUZDUG�WHVWV�GHVLJQHG�WR�SUHYHQW

JHQXLQH�EXW�XQSURILWDEOH�VPDOO�EXVLQHVVHV�EHLQJ�DIIHFWHG��WKH�5HYLHZ�LV

SURSRVLQJ�WKDW�ORVVHV�DULVLQJ�IURP�VXFK�DFWLYLWLHV�ZLOO�QRW�EH�DOORZDEOH

DJDLQVW�RWKHU�LQFRPH���7KH\�ZLOO�RQO\�EH�DEOH�WR�EH�RIIVHW�E\�LQFRPH

IURP�OLNH�DFWLYLWLHV�

Losses and value shifting

��� 7KH�WUHDWPHQW�RI�ORVVHV�JHQHUDOO\�LV�D�PDMRU�LVVXH�LQ�WKH�EXVLQHVV

WD[�V\VWHP���8QGHU�EDVLF�WD[�SULQFLSOHV�WKHUH�LV�D�FOHDU�FDVH�IRU�LPPHGLDWH

WD[�UHFRJQLWLRQ�RI�ORVVHV���7KH�GHQLDO�RI�LPPHGLDWH�UHFRJQLWLRQ�RI�ORVVHV

ZKLOH�WD[LQJ�SURILWV�DV�WKH\�DUH�HDUQHG�VLJQLILFDQWO\�LQFUHDVHV�ULVNV�RI

LQYHVWPHQW�DQG�LV�D�PDMRU�QRQ�QHXWUDOLW\�LQ�WKH�EXVLQHVV�WD[�V\VWHP�

��� 1R�MXULVGLFWLRQ�DOORZV�D�WD[�UHIXQG�LQ�WKH�FDVH�RI�ORVVHV��DV

RSSRVHG�WR�RIIVHW�DJDLQVW�WD[DEOH�LQFRPH��EHFDXVH�RI�WKH�ULVN�WR�UHYHQXH�

8QGHU�D�UHDOLVDWLRQV�EDVHG�WD[�V\VWHP�WD[SD\HUV�KDYH�DQ�LQFHQWLYH�WR
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UHDOLVH�ORVVHV�ZKLOH�OHDYLQJ�JDLQV�XQUHDOLVHG���7KH�5HYLHZ�DFFHSWV�WKDW�D

PRUH�JHQHURXV�WUHDWPHQW�RI�ORVVHV�ZRXOG�LQYROYH�DQ�XQDFFHSWDEOH

UHYHQXH�FRVW�DQG�ZRXOG�EH�OLNHO\�WR�RSHQ�PDMRU�RSSRUWXQLWLHV�IRU�WD[

DYRLGDQFH���$W�WKH�VDPH�WLPH�LW�KDV�EHHQ�FDXWLRXV�DERXW�SURSRVDOV�WKDW

ZRXOG�IXUWKHU�UHVWULFW�WKH�DYDLODELOLW\�RI�ORVVHV�WR�WD[SD\HUV�

The same business
test for the
carry-forward of
losses is to be
retained

��� 2QH�H[DPSOH�UHODWHV�WR�WKH�WHPSRUDU\�GXSOLFDWLRQ�RI�ORVVHV�DQG

VXJJHVWLRQV�WKDW�WKH�¶VDPH�EXVLQHVV�WHVW·�VKRXOG�EH�UHPRYHG�LQ�RUGHU�WR

SUHYHQW�ORVV�FDUU\�IRUZDUG�ZKHQHYHU�WKH�PDMRULW\�RZQHUVKLS�RI�D

FRPSDQ\�KDV�FKDQJHG�

��� :KHQ�D�FRPSDQ\�KDV�DFFXPXODWHG�ORVVHV�WKLV�LV�UHIOHFWHG�LQ�WKH

SULFH�RI�LWV�VKDUHV���,I�D�VKDUHKROGHU�VHOOV�WKRVH�VKDUHV�KLV�RU�KHU�WD[DEOH

LQFRPH�LV�UHGXFHG�WR�WKDW�H[WHQW���&RQVHTXHQWO\�WKH�ORVVHV�RI�WKH

FRPSDQ\�DUH�UHFRJQLVHG�LQ�WKH�KDQGV�RI�WKH�VKDUHKROGHU���+RZHYHU��WKH

FRPSDQ\�VWLOO�KDV�WKRVH�ORVVHV�RQ�LWV�ERRNV�DQG�FDQ�XVH�WKHP�WR�RIIVHW

ODWHU�SURILWV�DQG�VR�UHGXFH�FRPSDQ\�WD[�

��� $W�WKLV�SRLQW�WKH�ORVVHV�KDYH�EHHQ�UHFRJQLVHG�WZLFH��RQFH�LQ�WKH

KDQGV�RI�WKH�SUHYLRXV�VKDUHKROGHU�DQG�RQFH�LQ�WKH�KDQGV�RI�WKH

FRPSDQ\���,I�WKH�FRPSDQ\�LQFRPH�IUHHG�IURP�FRPSDQ\�WD[�DV�D�UHVXOW�RI

WKH�ORVVHV�LV�WKHQ�GLVWULEXWHG�WR�WKH�QHZ�VKDUHKROGHUV�LW�ZRXOG�EH�WD[HG

LQ�WKHLU�KDQGV�DV�XQIUDQNHG�GLYLGHQGV�DQG�WKHUH�LV�QR�ORQJHU�DQ\�GRXEOH

FRXQWLQJ�RI�ORVVHV�IRU�WD[�SXUSRVHV���1RWH�WKDW�WKH�ORVVHV�DUH�RQO\�HYHU

GXSOLFDWHG�WR�WKH�H[WHQW�WKDW�VKDUHKROGHUV�VHOO�WKHLU�VKDUHV�LQ�WKH

FRPSDQ\�

��� 7KH�VDPH�EXVLQHVV�WHVW�DOORZV�FRPSDQLHV�WR�FDUU\�IRUZDUG�ORVVHV

ZKHUH�WKH�PDMRULW\�RZQHUVKLS�RI�WKH�FRPSDQ\�KDV�FKDQJHG�EXW�LW�LV�VWLOO

FRQGXFWLQJ�WKH�VDPH�EXVLQHVV���,Q�WKHVH�FLUFXPVWDQFHV�WKH�WHPSRUDU\

GXSOLFDWLRQ�RI�ORVVHV�FDQ�EH�TXLWH�VLJQLILFDQW�JLYHQ�WKDW�PRVW�RI�WKH

VKDUHV�KDYH�FKDQJHG�KDQGV���,Q�VXFK�VLWXDWLRQV�WD[SD\HUV�³�SDUWLFXODUO\

PHPEHUV�RI�FORVHO\�KHOG�HQWLWLHV�³�PD\�KDYH�DQ�LQFHQWLYH�WR�GHOD\�WKH

GLVWULEXWLRQ�RI�LQFRPH�DQG�WKH�XQZLQGLQJ�RI�WKH�ORVV�GXSOLFDWLRQ�DV�ORQJ

DV�SRVVLEOH���7KLV�OHG�WR�VXJJHVWLRQV�WKDW�WKH�VDPH�EXVLQHVV�WHVW�VKRXOG�EH

DEROLVKHG�VR�DV�WR�SUHYHQW�WKH�FDUU\�IRUZDUG�RI�ORVVHV�LQ�VXFK

FLUFXPVWDQFHV�DQG�WKHLU�WHPSRUDU\�GXSOLFDWLRQ�

��� ,Q�IDFW�WKH�VDPH�PHFKDQLVP�FDQ�OHDG�WR�WKH�WHPSRUDU\�GXSOLFDWLRQ

RI�JDLQV���,Q�WKHVH�FLUFXPVWDQFHV�WKH�UHYHQXH�LV�FROOHFWHG�WZLFH�RQ�WKH

VDPH�LQFRPH���7KH�VLWXDWLRQ�LV�RQO\�FRUUHFWHG�ZKHQ�WKH�UHWDLQHG

FRPSDQ\�LQFRPH�LV�GLVWULEXWHG�DQG�WKH�VKDUHKROGHU�VXEVHTXHQWO\�VHOOV

WKH�VKDUHV�DQG�REWDLQV�WKH�WD[�EHQHILW�RI�WKH�FDSLWDO�ORVV�
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��� 7KLV�W\SH�RI�SUREOHP�LV�JHQHUDOO\�DFFHSWHG�WR�EH�HQGHPLF�WR�D

V\VWHP�RI�HQWLW\�WD[DWLRQ���7KH�5HYLHZ�KDV�FRQFOXGHG�WKDW�WKH�SUREOHPV

DULVLQJ�IURP�WKH�WHPSRUDU\�GXSOLFDWLRQ�RI�ORVVHV�GR�QRW�MXVWLI\�WKH

DGYHUVH�LPSDFW�RQ�VKDUHKROGHUV�RI�GHQ\LQJ�WKH�ORVV�FDUU\�IRUZDUG�LQ

FDVHV�ZKHUH�EXVLQHVVHV�VDWLVI\�WKH�VDPH�EXVLQHVV�WHVW�EXW�WKH�PDMRULW\

RZQHUVKLS�KDV�FKDQJHG�

��� 1HYHUWKHOHVV��WKH�5HYLHZ�LV�H[WUHPHO\�VXSSRUWLYH�RI�PHDVXUHV

LQWHQGHG�WR�SUHYHQW�WD[�DYRLGDQFH�SUDFWLFHV�VXFK�DV�ORVV�FDVFDGLQJ�DQG

YDOXH�VKLIWLQJ�

Loss cascading to
be addressed
through
consolidation and
for majority owned
groups

��� ,QWURGXFWLRQ�RI�WKH�FRQVROLGDWLRQ�UHJLPH�DQG�DEROLWLRQ�RI�ORVV

WUDQVIHU�DQG�UROORYHU�FRQFHVVLRQV�RXWVLGH�FRQVROLGDWLRQ�ZLOO�HIIHFWLYHO\

GHDO�ZLWK�ORVV�FDVFDGLQJ�ZLWKLQ�FRPSDQ\�JURXSV���,W�LV�DOVR�SURSRVHG�WR

SUHYHQW�WD[�ORVVHV�EHLQJ�GXSOLFDWHG�WKURXJK�WKH�GLVSRVDO�RI�ORVV�DVVHWV

EHWZHHQ�HQWLWLHV�LQ�WKH�VDPH�PDMRULW\�RZQHG�JURXS�

��� &*7�YDOXH�VKLIWLQJ�UHIHUV�WR�DUUDQJHPHQWV�ZKLFK�VKLIW�YDOXH�RXW�RI

DVVHWV��RIWHQ�WR�RWKHU�DVVHWV���,W�DOORZV�WKH�JHQHUDWLRQ�DQG�UHDOLVDWLRQ�RI

HVVHQWLDOO\�DUWLILFLDO�WD[�ORVVHV�ZKLOH�GHIHUULQJ�WD[DWLRQ�RI�JDLQV�E\�QRW

UHDOLVLQJ�WKH�DVVHWV�LQWR�ZKLFK�WKH�YDOXH�KDV�EHHQ�VKLIWHG���:KLOH�WKH

FXUUHQW�ODZ�KDV�SURYLVLRQV�WR�DGGUHVV�WKLV�SUREOHP��WKH\�DUH�GHILFLHQW�LQ

WHUPV�RI�FRYHUDJH�DQG�FRPSOH[LW\���7KH\�DOVR�LQYROYH�KLJK�FRPSOLDQFH

FRVWV�

��� 7KH�5HYLHZ�LV�UHFRPPHQGLQJ�JHQHUDO�YDOXH�VKLIWLQJ�UXOHV�WR�DSSO\

D�FRPSUHKHQVLYH�DQG�FRQVLVWHQW�UHJLPH�DFURVV�WKH�IXOO�UDQJH�RI

WUDQVDFWLRQV�DQG�HQWLWLHV���7KLV�ZLOO�VLJQLILFDQWO\�LPSURYH�HTXLW\�DQG

HIILFLHQF\�DV�WD[SD\HUV�ZLOO�EH�WD[HG�PRUH�FRQVLVWHQWO\�RQ�WUDQVIHUV�RI

YDOXH��ZKHWKHU�WKH\�RFFXU�E\�ZD\�RI�FRQYHQWLRQDO�UHDOLVDWLRQ�RU�E\�YDOXH

VKLIWLQJ���7KH�QHZ�SURYLVLRQV�ZLOO�DYRLG�WKH�QHHG�IRU�D�FRQWLQXLQJ�VWUHDP

RI�DQWL�DYRLGDQFH�DPHQGPHQWV�DV�QHZ�YDOXH�VKLIWLQJ�WUDQVDFWLRQV�DUH

GHWHFWHG�

Minimum company tax

Introducing a
minimum
company tax is
tantamount to
admitting that
reform of the
business tax
system is not
feasible

��� $V�SDUW�RI�WKH�DJUHHPHQW�WKH�*RYHUQPHQW�FRQFOXGHG�ZLWK�WKH

$XVWUDOLDQ�'HPRFUDWV�WR�VHFXUH�SDVVDJH�RI�SURSRVDOV�WR�UHIRUP

$XVWUDOLD·V�WD[DWLRQ�V\VWHP��WKH�7UHDVXUHU�DJUHHG�WR�UHIHU�WR�WKH�5HYLHZ

IRU�LWV�FRQVLGHUDWLRQ�

� WKH�DGRSWLRQ�RI�D����SHU�FHQW�DOWHUQDWLYH�PLQLPXP�FRPSDQ\�WD[�

� PHDVXUHV�WR�OLPLW�WKH�XVH�RI�FRPSDQ\�VWUXFWXUHV�IRU�SHUVRQDO�VHUYLFHV�

DQG

� D�UHYLHZ�RI�WKH�WD[�WUHDWPHQW�RI�PRWRU�YHKLFOH�IULQJH�EHQHILWV�
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��� 7KH�7UHDVXUHU�FRQILUPHG�WKDW�WKH�5HYLHZ�ZDV�DOUHDG\�H[DPLQLQJ

WKH�FRQFHVVLRQDO�IULQJH�EHQHILWV�WD[�WUHDWPHQW�RI�PRWRU�YHKLFOHV�

��� ,Q�UHODWLRQ�WR�WKH�VHFRQG�PDWWHU��WKH�5HYLHZ�KDG�DOUHDG\

FRQVLGHUHG�SURSRVDOV�LQ�UHODWLRQ�WR�WKH�DOLHQDWLRQ�RI�SHUVRQDO�VHUYLFHV

LQFRPH�DQG�WKH�LVVXH�LV�GLVFXVVHG�HDUOLHU�LQ�WKLV�UHSRUW�

��� 7KH�PRWLYDWLRQ�IRU�DQ�DOWHUQDWLYH�PLQLPXP�FRPSDQ\�WD[��$0&7�

VSULQJV�IURP�WKH�IDFW�WKDW�LQ�VRPH�FLUFXPVWDQFHV�DQ�HQWLW\·V�WD[DEOH

LQFRPH�PD\�EH�VLJQLILFDQWO\�OHVV�WKDQ�LWV�DFFRXQWLQJ�LQFRPH���$Q�$0&7

ZRXOG�EH�OHYLHG�RQ�DFFRXQWLQJ�LQFRPH�RU�DQ�DGMXVWHG�WD[DEOH�LQFRPH�

7KHUH�DUH�PDMRU�FRPSRQHQWV�RI�DFFRXQWLQJ�LQFRPH�ZKLFK�LW�ZRXOG

VLPSO\�EH�LQDSSURSULDWH�WR�VXEMHFW�WR�WD[DWLRQ���)RU�H[DPSOH��PDQ\

FRPSDQLHV�KDYH�VXEVWDQWLDO�GLYLGHQG�LQFRPH�ZKLFK�KDV�DOUHDG\�EHHQ

VXEMHFW�WR�FRPSDQ\�WD[���)XUWKHU��IRUHLJQ�VRXUFH�LQFRPH�LV�LQFOXGHG�LQ

DFFRXQWLQJ�LQFRPH�EXW��LI�LW�KDV�EHHQ�VXEMHFW�WR�D�FRPSDUDEOH�WD[�UDWH�LQ

WKH�VRXUFH�FRXQWU\��LW�LV�QRW�VXEMHFW�WR�$XVWUDOLDQ�WD[�

��� &RXQWULHV�ZKLFK�KDYH�DGRSWHG�D�IRUP�RI�$0&7�VHHP�WR�KDYH

GRQH�VR�EHFDXVH�WKH\�KDYH�QRW�VXFFHVVIXOO\�EHHQ�DEOH�WR�HQJDJH�LQ

IXQGDPHQWDO�UHIRUP�RI�WKHLU�WD[�V\VWHP���7KLV�LV�WKH�FDVH�LQ�WKH�86�DQG

&DQDGD��WKH�WZR�FRXQWULHV�ZKLFK�KDYH�DQ�$0&7�RI�WKLV�NLQG���7KH�RWKHU

WKUHH�FRXQWULHV��9HQH]XHOD��&RORPELD�DQG�3DNLVWDQ��ZKLFK�KDYH�DQ

$0&7��FDOFXODWH�WKH�WD[�RQ�UHYHQXH�RU�DVVHWV��LQGLFDWLQJ�WKDW�WKHLU

LQFRPH�WD[�V\VWHPV�GR�QRW�RSHUDWH�HIIHFWLYHO\�

��� $Q�DSSURDFK�EDVHG�RQ�WD[LQJ�DPRXQWV�WKDW�ZRXOG�RWKHUZLVH�QRW

EH�LQFOXGHG�LQ�WD[DEOH�LQFRPH�FDQ�RQO\�EH�MXVWLILHG�RQ�WKH�EDVLV�RI�D

MXGJPHQW�WKDW�WKHVH�SDUWLFXODU�RPLVVLRQV�IURP�WD[DEOH�LQFRPH�DUH

LQDSSURSULDWH�DQG�VKRXOG�EH�RYHUUXOHG�E\�WKH�DSSOLFDWLRQ�RI�WKH�$0&7�

,W�ZRXOG�RQO\�EH�DSSURSULDWH�LI�RXU�WD[�V\VWHP�LV�QRW�WR�EH�PDGH

IXQGDPHQWDOO\�VRXQG�

��� $�PDMRU�IRFXV�RI�WKH�5HYLHZ·V�WDVN�KDV�EHHQ�WR�H[DPLQH�WKH�EDVLV

RQ�ZKLFK�WKH�WD[DEOH�LQFRPHV�RI�EXVLQHVVHV�DUH�FDOFXODWHG�DQG�D

FRPSDULVRQ�ZLWK�DFFRXQWLQJ�LQFRPH�KDV�EHHQ�DQ�LPSRUWDQW�SDUW�RI�WKDW

DQDO\VLV���7KH�5HYLHZ·V�UHFRPPHQGDWLRQV�ZLOO�EULQJ�DFFRXQWLQJ�LQFRPH

DQG�WD[DEOH�LQFRPH�FORVHU�WRJHWKHU�LQ�D�QXPEHU�RI�LPSRUWDQW�UHVSHFWV�

7KH�PRVW�REYLRXV�H[DPSOH�LV�WKH�UHPRYDO�RI�DFFHOHUDWHG�GHSUHFLDWLRQ�

��� +RZHYHU��LQ�D�QXPEHU�RI�RWKHU�FDVHV�WKH�5HYLHZ�KDV�FRQFOXGHG

WKDW�DQ�DFFRXQWLQJ�WUHDWPHQW�ZRXOG�QRW�EH�DSSURSULDWH�IRU�WD[�SXUSRVHV�

)RU�H[DPSOH��DFFRXQWLQJ�SUDFWLFH�XVHV�DFFUXDOV�WR�D�PXFK�ZLGHU�H[WHQW

WKDQ�WKH�5HYLHZ�EHOLHYHV�ZRXOG�EH�DSSURSULDWH�IRU�WD[�SXUSRVHV�

��� ,I�WKHUH�DUH�FRQFHVVLRQV�LQ�WKH�WD[�V\VWHP�ZKLFK�DUH�UHJDUGHG�DV

LQDSSURSULDWH�WKH�EHVW�DSSURDFK�LV�WR�DGGUHVV�WKHP�GLUHFWO\�UDWKHU�WKDQ

WKURXJK�DQ�LQGLVFULPLQDWH�PHDVXUH�VXFK�DV�DQ�$0&7���)RU�H[DPSOH��DQ
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$0&7�PLJKW�UHVXOW�LQ�LQFRPH�IUHHG�IURP�WD[DWLRQ�E\�YLUWXH�RI�WKH

UHVHDUFK�DQG�GHYHORSPHQW�FRQFHVVLRQ�EHLQJ�VXEMHFW�WR�WD[���7R�DYRLG

VXFK�DQ�RXWFRPH��VSHFLILF�PHDVXUHV�ZRXOG�EH�UHTXLUHG�XQGHU�WKH�$0&7

DUUDQJHPHQWV�

��� $Q\�RWKHU�H[LVWLQJ�PHDVXUHV�ZRXOG�DOVR�QHHG�WR�EH�FRQVLGHUHG�IRU

H[FOXVLRQ���,W�LV�REYLRXV�WKDW�LI�VXFK�D�SURFHVV�ZHUH�IROORZHG�WKH�PHULWV

RI�SDUWLFXODU�FRQFHVVLRQV�ZRXOG�KDYH�WR�EH�MXGJHG�DQG�D�GHFLVLRQ�PDGH

DERXW�WKHLU�WUHDWPHQW�XQGHU�WKH�$0&7���7KLV�LV��RI�FRXUVH��WKH�SURFHVV

IROORZHG�LQ�GHYHORSLQJ�WKH�GHILQLWLRQ�RI�WD[DEOH�LQFRPH�IRU�FRPSDQ\�WD[

SXUSRVHV���8QOHVV�GLIIHUHQW�GHFLVLRQV�ZHUH�PDGH�LQ�UHVSHFW�RI�WKH�$0&7

DQG�WKH�FRPSDQ\�WD[�³��DQG�LW�LV�GLIILFXOW�WR�LPDJLQH�ZK\�WKLV�VKRXOG�EH

WKH�FDVH�³�WKHQ�WKH�SRLQW�RI�WKH�$0&7�ZRXOG�GLVDSSHDU�

Applying a cashflow/tax value
approach

Capital allowances

Implementing an effective life regime

Wasting asset
regime is to be
rationalised

��� 7KH�WHUPV�XQGHU�ZKLFK�FDSLWDO�H[SHQGLWXUHV�FDQ�EH�GHGXFWHG�IRU

LQFRPH�WD[�SXUSRVHV�DUH�FHQWUDO�WR�WKH�WD[DWLRQ�RI�LQYHVWPHQW�LQFRPH�

8QGHU�WKH�FDVKIORZ�WD[�YDOXH�DSSURDFK�WKLV�LVVXH�LV�GHDOW�ZLWK�E\�WKH

UXOHV�RQ�GHWHUPLQLQJ�WD[�YDOXH�DW�WKH�HQG�RI�HDFK�LQFRPH�\HDU�

��� )RU�ZDVWLQJ�DVVHWV�WKH�WD[�YDOXH�DW�WKH�HQG�RI�HDFK�LQFRPH�\HDU�ZLOO

UHIOHFW�WKH�GHSUHFLDWLRQ�UXOHV�DSSO\LQJ�WR�WKDW�SDUWLFXODU�DVVHW���7KH�FDSLWDO

DOORZDQFH�LQ�WKDW�\HDU�IRU�WKDW�DVVHW�ZLOO�EH�WKH�GLIIHUHQFH�EHWZHHQ�LWV�WD[

YDOXH�DW�WKH�EHJLQQLQJ�RI�WKH�\HDU�DQG�LWV�WD[�YDOXH�DW�WKH�HQG�RI�WKH�\HDU�

��� 7KH�H[LVWLQJ�WD[�OHJLVODWLRQ�FRQWDLQV����GLIIHUHQW�FDSLWDO�DOORZDQFH

UHJLPHV���7KHVH�DUH�WR�EH�UHSODFHG�E\�WZR�UHJLPHV���DQ�HIIHFWLYH�OLIH

UHJLPH�IRU�EXVLQHVV�JHQHUDOO\�DQG�DQ�RSWLRQDO�VLPSOLILHG�UHJLPH�IRU�VPDOO

EXVLQHVVHV�

��� 8QGHU�WKH�HIIHFWLYH�OLIH�UHJLPH�WKH�WD[SD\HU�ZLOO�KDYH�WKH�RSWLRQ�RI

VHOI�DVVHVVLQJ�WKH�HIIHFWLYH�OLIH�RI�WKH�DVVHW�EXW�ZLOO�QHHG�WR�EH�DEOH�WR

MXVWLI\�WKH�HIIHFWLYH�OLIH�FKRVHQ���7KH�DVVHW�ZLOO�EH�GHSUHFLDWHG�RYHU�LWV

HIIHFWLYH�OLIH�

��� 2WKHU�IHDWXUHV�RI�WKH�SURSRVHG�GHSUHFLDWLRQ�UHJLPH�DUH�

� WKH�WD[SD\HU�EHDULQJ�WKH�HFRQRPLF�FRVW�RI�WKH�GHFOLQH�LQ�WKH�YDOXH�RI
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WKH�DVVHW�ZLOO�EH�HQWLWOHG�WR�WKH�GHGXFWLRQ�

� DVVHWV�ZLOO�EH�DEOH�WR�EH�ZULWWHQ�RII�XVLQJ�HLWKHU�WKH�SULPH�FRVW�RU

GLPLQLVKLQJ�YDOXH�PHWKRG��DQG

� LI�DQ�DVVHW�LV�VROG�IRU�PRUH�WKDQ�LWV�WD[�YDOXH�WKH�H[FHVV�ZLOO�EH�VXEMHFW

WR�WD[�LQ�WKDW�\HDU�DQG�LI�VROG�IRU�OHVV�WKH�GLIIHUHQFH�ZLOO�EH�GHGXFWLEOH�

��� 7KH�&RPPLVVLRQHU�RI�7D[DWLRQ�KDV�XQGHUWDNHQ�WR�UHYLHZ�WKH

FXUUHQW�HIIHFWLYH�OLIH�VFKHGXOH�IRU�DVVHWV�VR�WKDW�WD[SD\HUV�KDYH�DQ

XS�WR�GDWH�JXLGH�WR�WKH�OLNHO\�HIIHFWLYH�OLYHV�RI�SDUWLFXODU�DVVHWV�

��� 6SHFLDO�DUUDQJHPHQWV�DUH�SURSRVHG�WR�UHGXFH�WKH�FRPSOLDQFH�FRVWV

DVVRFLDWHG�ZLWK�GHSUHFLDWLQJ�ORZ�YDOXH�DVVHWV���:DVWLQJ�DVVHWV�FRVWLQJ�OHVV

WKDQ��������FDQ�VLPSO\�EH�FRPELQHG�LQ�D�SRRO�DQG�WKH�WRWDO�YDOXH�RI�WKDW

SRRO�ZLOO�EH�ZULWWHQ�RII�DW�D�GLPLQLVKLQJ�YDOXH�UDWH�RI������SHU�FHQW�SHU

DQQXP���7KH�YDOXH�RI�WKH�SRRO�ZLOO�EH�LQFUHDVHG�ZKHQ�DVVHWV�DUH�DGGHG�WR

LW�DQG�UHGXFHG�E\�DQ\�VDOH�RI�DVVHWV�IURP�LW���7KLV�DSSURDFK�ZLOO

VLJQLILFDQWO\�UHGXFH�FRPSOLDQFH�FRVWV�IRU�ORZ�YDOXH�GHSUHFLDWLQJ�DVVHWV�

7D[SD\HUV�ZLOO��KRZHYHU��EH�DEOH�WR�GHSUHFLDWH�LQGLYLGXDO�LWHPV�LI�WKH\

HOHFW�QRW�WR�XVH�WKH�SRRO�

��� 7KH�5HYLHZ�LV�DOVR�SURSRVLQJ�WKDW�DVVHWV�VXEMHFW�WR�GHSUHFLDWLRQ

ZLOO�QR�ORQJHU�EH�VXEMHFW�WR�WKH�FDSLWDO�JDLQV�WD[�UHJLPH���7KLV�PHDQV�WKDW

HYHQ�LI�LQGH[DWLRQ�ZHUH�WR�UHPDLQ�D�IHDWXUH�RI�WKDW�UHJLPH�LW�ZLOO�QRW

DSSO\�WR�GHSUHFLDEOH�DVVHWV���7KLV�ZLOO�VLPSOLI\�FRPSOLDQFH�VLJQLILFDQWO\�

,W�LV�XQXVXDO�IRU�D�GHSUHFLDEOH�DVVHW�WR�EH�VROG�IRU�PRUH�WKDQ�LWV�SXUFKDVH

SULFH�EXW�LQ�VXFK�FLUFXPVWDQFHV�WKH�FXUUHQW�UHJLPH�ZRXOG�KDYH�DOORZHG

LQGH[DWLRQ�IRU�FDSLWDO�JDLQV�WD[�SXUSRVHV���$V�D�UHVXOW�PDQ\�WD[SD\HUV�IHOW

REOLJHG�WR�NHHS�UHFRUGV�DJDLQVW�WKLV�SRVVLELOLW\�

Application to buildings and structures

Buildings and
structures will be
depreciable over
their effective lives

��� $�PDMRU�FKDQJH�SURSRVHG�E\�WKH�5HYLHZ�LV�WKH�LQFRUSRUDWLRQ�RI

EXLOGLQJV�DQG�VWUXFWXUHV�LQWR�WKH�HIIHFWLYH�OLIH�GHSUHFLDWLRQ�UHJLPH���$W

SUHVHQW�PRVW�EXLOGLQJV�DQG�VWUXFWXUHV�DUH�GHSUHFLDEOH�DFFRUGLQJ�WR

VWDWXWRU\�OLYHV�RQ�D�FRXSRQ�EDVLV���7KLV�PHDQV�WKDW�WKH\�DUH�GHSUHFLDWHG

RQ�WKH�EDVLV�RI�WKHLU�RULJLQDO�FRVW�ZLWKRXW�DQ\�UHJDUG�WR�YDOXHV

HVWDEOLVKHG�WKURXJK�VXEVHTXHQW�VDOHV�

��� &RQVHTXHQWO\�PDQ\�EXLOGLQJV�DQG�VWUXFWXUHV�DUH�GHSUHFLDWHG�DW�DQ

LQDSSURSULDWH�UDWH�DQG�WKH�YDOXH�RI�WKH�GHGXFWLRQV�DULVLQJ�GR�QRW�DOZD\V

DFFUXH�WR�WKH�WD[SD\HU�EHDULQJ�WKH�HFRQRPLF�FRVW�RI�WKH�GHFOLQH�LQ�YDOXH�

��� 7KH�SURSRVHG�UHJLPH�ZLOO�UHTXLUH�WKDW�QHZ�EXLOGLQJV�RU�VWUXFWXUHV

EH�YDOXHG�VHSDUDWHO\�WR�WKH�ODQG�RQ�ZKLFK�WKH\�VWDQG�DW�WKH�WLPH�RI�VDOH�

&DOFXODWLQJ�GHSUHFLDWLRQ�DV�IRU�RWKHU�ZDVWLQJ�DVVHWV�ZLOO�UHVXOW�LQ�D�PXFK

PRUH�DSSURSULDWH�GHSUHFLDWLRQ�UHJLPH�IRU�WKHVH�DVVHWV�
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��� 7KH�$72��LQ�FRQVXOWDWLRQ�ZLWK�DIIHFWHG�WD[SD\HUV��ZLOO�HVWDEOLVK

JXLGHOLQHV�RQ�WKH�HIIHFWLYH�OLIH�RI�EXLOGLQJV�DQG�VWUXFWXUHV�RI�YDULRXV

W\SHV�

Application to mining and resources

Treatment of
mining
expenditures will
be rationalised
and brought more
into line with other
industries

��� 7KH�JHQHUDOLVHG�DSSURDFK�WR�FDSLWDO�DOORZDQFHV�KDV�DOVR�EHHQ�WKH

EDVLV�RI�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�LQ�UHVSHFW�RI�WKH�PLQLQJ�DQG

UHVRXUFH�LQGXVWULHV���7KH�UHFRPPHQGHG�WUHDWPHQW�LV�WR�LGHQWLI\�ZKHQ

H[SHQGLWXUH�LQYROYHV�WKH�FUHDWLRQ�RI�DQ�DVVHW�DQG�WKHQ�DOORZ�WKH�DVVHW�WR

EH�GHSUHFLDWHG�LQ�DFFRUGDQFH�ZLWK�LWV�HIIHFWLYH�OLIH�

��� 7KLV�DSSURDFK�KDV�OHG�WR�D�UHFRPPHQGDWLRQ�WR�UHPRYH�WKH

VWDWXWRU\�XSSHU�OLPLWV�RQ�WKH�OLIH�RI�D�PLQH���)RU�D�QXPEHU�RI�FDSLWDO

H[SHQGLWXUHV�UHODWHG�WR�PLQLQJ�DQG�TXDUU\LQJ�WKH�HIIHFWLYH�OLYHV�RI�WKH

DVVHWV�DUH�HIIHFWLYHO\�WKH�OLIH�RI�WKH�PLQH���7KH�SURSRVDO�LV�WR�DOORZ

WD[SD\HUV�WR�VHOI�DVVHVV�WKH�OLNHO\�OLIH�RI�WKH�PLQH�DQG�VR�DOORZ�WKHVH

DVVHWV�WR�EH�GHSUHFLDWHG�RYHU�WKDW�SHULRG�

Rationalisation of
treatment of sale of
mining and
quarrying
information

��� 5HFHLSWV�IURP�WKH�VDOH�RI�PLQLQJ�RU�TXDUU\LQJ�LQIRUPDWLRQ�ZLOO�EH

LQFOXGHG�LQ�WKH�FDOFXODWLRQ�RI�WD[DEOH�LQFRPH�DQG�WKH�H[SHQGLWXUHV

LQYROYHG�LQ�REWDLQLQJ�WKDW�LQIRUPDWLRQ�ZLOO�DOVR�EH�UHFRJQLVHG���)RU

H[DPSOH��WKH�FXUUHQW�OLPLW�RQ�WKH�GHGXFWLELOLW\�RI�H[SHQGLWXUH�RQ

DFTXLULQJ�LQIRUPDWLRQ�IURP�DQRWKHU�SHUVRQ�LV�WR�EH�UHPRYHG���7KXV

H[SHQGLWXUH�RQ�LQIRUPDWLRQ�LQ�UHODWLRQ�WR�D�PLQH�RU�SURMHFW�MXGJHG�WR�EH

YLDEOH�DW�WKH�WLPH�ZLOO�EH�GHGXFWLEOH�RYHU�WKH�OLIH�RI�WKH�PLQH�RU�SURMHFW�

,Q�RWKHU�FDVHV�LW�ZLOO�EH�LPPHGLDWHO\�GHGXFWLEOH�

Exploration and
prospecting
expenditure will
continue to be
immediately
deductible

��� ([SHQGLWXUH�RQ�H[SORUDWLRQ�DQG�SURVSHFWLQJ�ZLOO�FRQWLQXH�WR�EH

LPPHGLDWHO\�GHGXFWLEOH�XQGHU�WKH�5HYLHZ·V�SURSRVDOV���7KH�VWULFW�ORJLF�RI

WKH�JHQHUDOLVHG�DSSURDFK�ZRXOG�VXJJHVW�WKDW�H[SHQGLWXUH�RQ�XQVXFFHVVIXO

H[SORUDWLRQ�DQG�SURVSHFWLQJ�ZRXOG�EH�LPPHGLDWHO\�GHGXFWLEOH��ZKLOH

VXFFHVVIXO�H[SHQGLWXUH�ZRXOG�EH�ZULWWHQ�RII�RYHU�WKH�OLIH�RI�WKH�UHVXOWLQJ

DVVHW���+RZHYHU��LQ�PDQ\�FDVHV�WKHUH�PD\�EH�VLJQLILFDQW�GHOD\V�EHIRUH�LW�LV

NQRZQ�ZKHWKHU�WKH�DFWLYLW\�KDV�EHHQ�VXFFHVVIXO�RU�EHIRUH�D�PLQH�LV

HVWDEOLVKHG���,W�LV�ODUJHO\�RQ�WKH�JURXQGV�RI�SUDFWLFDOLW\�WKDW�WKH�FXUUHQW

WUHDWPHQW�LV�SURSRVHG�WR�EH�UHWDLQHG�

��� ([SHQGLWXUH�SUHOLPLQDU\�WR�WKH�H[WUDFWLRQ�RI�WKH�PLQHUDOV�ZLOO�EH

WUHDWHG�LQ�DFFRUGDQFH�ZLWK�WKH�JHQHUDOLVHG�DSSURDFK���7R�WKH�H[WHQW�WKDW

WKH�EHQHILW�RI�WKH�H[SHQGLWXUH�ZLOO�EH�UHDOLVHG�LQ�IXWXUH�\HDUV��LW�ZLOO�EH

UHFRJQLVHG�DV�FUHDWLQJ�DQ�DVVHW�DQG�ZULWWHQ�RII�RYHU�WKH�OLIH�RI�WKDW�DVVHW�

2Q�WKH�RWKHU�KDQG��WR�WKH�H[WHQW�WKDW�WKH�EHQHILWV�DUH�XVHG�XS�LQ�WKH�\HDU

WKH�H[SHQGLWXUH�LV�XQGHUWDNHQ�LW�ZLOO�EH�GHGXFWLEOH�LQ�WKDW�\HDU�
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Financial assets and liabilities

��� 7KHUH�KDV�EHHQ�D�ORQJ�VWDQGLQJ�FRQVXOWDWLYH�SURFHVV�FDUULHG�RQ�E\

WKH�7UHDVXU\�DQG�WKH�$72�ZLWK�SULYDWH�VHFWRU�UHSUHVHQWDWLYHV�LQ�UHJDUG

WR�GHYHORSLQJ�PRUH�FRQVLVWHQW�DQG�DSSURSULDWH�DUUDQJHPHQWV�IRU�WKH

WD[DWLRQ�RI�ILQDQFLDO�DUUDQJHPHQWV���7KH�5HYLHZ·V�UHFRPPHQGDWLRQV

DGGUHVV�WKH�PDMRU�LVVXHV�DULVLQJ�IURP�WKDW�SURFHVV�

��� 7KH�5HYLHZ·V�NH\�UHFRPPHQGDWLRQV�LQFOXGH�SURSRVDOV�WR�DFKLHYH

HQKDQFHG�FRKHUHQF\�DQG�FRQVLVWHQF\�LQ�WD[�WLPLQJ�WUHDWPHQWV�IRU

GHULYDWLYHV�DQG�RWKHU�ILQDQFLDO�DUUDQJHPHQWV��JUHDWHU�FHUWDLQW\�DW�WKH

ERUGHUOLQH�VHSDUDWLQJ�GHEW�IURP�HTXLW\��DQG�FRPSUHKHQVLYH�WUHDWPHQW�RI

JDLQV�DQG�ORVVHV�IURP�GLVSRVDO�DQG�GHEW�IRUJLYHQHVV�

Allowing elective market valuation

Taxpayers will be
given the option of
being taxed on
financial
instruments on a
mark-to-market
basis

��� )RU�PDQ\�WUDQVDFWLRQV�LQ�ILQDQFLDO�PDUNHWV�WKH�EDVLV�RI�PHDVXULQJ

WKH�JDLQ�RU�ORVV�RQ�WKH�WUDQVDFWLRQ�LQ�WKH�DXGLWHG�ILQDQFLDO�DFFRXQWV�LV

PDUN�WR�PDUNHW���,Q�VXFK�FLUFXPVWDQFHV�LW�PD\�EH�FRQYHQLHQW�IRU�WD[�WR

EH�OHYLHG�RQ�WKH�VDPH�EDVLV���7KLV�LV�OLNHO\�WR�EH�SDUWLFXODUO\�VR�ZKHUH

PDUNHW�PDNHUV�PD\�KDYH�D�UHODWLYHO\�EDODQFHG�ERRN�RQ�D�PDUN�WR�PDUNHW

EDVLV�EXW��LI�WD[HG�RQ�D�UHDOLVDWLRQV�EDVLV��WKHLU�WD[�OLDELOLWLHV�PLJKW�EH

TXLWH�YRODWLOH�GXH�WR�WLPLQJ�PLVPDWFKHV�LQ�UHDOLVDWLRQ�

��� 7KH�5HYLHZ�VHHV�QR�JURXQGV�IRU�GHQ\LQJ�WD[SD\HUV�WKH�RSWLRQ�RI

YDOXLQJ�ILQDQFLDO�DVVHWV�DW�PDUN�WR�PDUNHW�IRU�WD[�SXUSRVHV�SURYLGHG�WKH

WD[SD\HU�WDNHV�D�VLPLODU�DSSURDFK�WR�DOO�VLPLODU�DVVHWV��DQG�WKRVH

WUDQVDFWLRQV�DUH�LGHQWLILHG�DV�VXFK�DW�WKH�WLPH�WKH\�DUH�HQWHUHG�LQWR�DQG

DUH�DFFRXQWHG�IRU�RQ�WKH�VDPH�EDVLV�LQ�WKH�WD[SD\HU·V�DXGLWHG�ILQDQFLDO

DFFRXQWV�

��� $�UHODWHG�LVVXH�KDV�EHHQ�WKH�GHVLUH�RI�PDQ\�ILQDQFLDO�LQVWLWXWLRQV�WR

DFFRXQW�IRU�IRUHLJQ�H[FKDQJH�WUDQVDFWLRQV�IRU�WD[�SXUSRVHV�RQ�D

UHWUDQVODWLRQV�EDVLV���7KLV�IDOOV�VKRUW�RI�PDUN�WR�PDUNHW�LQ�WKDW�RQO\�WKH

LPSDFW�RI�IRUHLJQ�H[FKDQJH�PRYHPHQWV�RQ�WKH�YDOXH�RI�DVVHWV�DQG

OLDELOLWLHV�LV�WDNHQ�LQWR�DFFRXQW���2WKHU�FKDQJHV�LQ�YDOXH�DUH�EURXJKW�WR

DFFRXQW�RQ�DQ�DFFUXDOV�RU�UHDOLVDWLRQV�EDVLV���7KH�5HYLHZ�VHHV�QR

GLIILFXOW\�ZLWK�DOORZLQJ�VXFK�DQ�DSSURDFK�VR�ORQJ�DV�LW�LV�DSSOLHG

FRQVLVWHQWO\�E\�WKH�WD[SD\HU�WR�DOO�UHOHYDQW�WUDQVDFWLRQV�
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Taxing financial arrangements
on an accruals/realisation basis

Current
arrangements for
taxing financial
instruments on an
accruals basis will
be extended and
rationalised

��� 7KH�5HYLHZ�KDV�WDNHQ�D�VWURQJ�SRVLWLRQ�JHQHUDOO\�DJDLQVW�WKH

WD[DWLRQ�RI�XQUHDOLVHG�JDLQV���7KLV�SRVLWLRQ�UHIOHFWV�FRQFHUQV�WKDW�WD[LQJ

DFFUXHG�EXW�XQUHDOLVHG�JDLQV�FRXOG�FDXVH�FDVK�IORZ�SUREOHPV�IRU

WD[SD\HUV�DQG�PD\�UHVXOW�LQ�WD[SD\HUV�EHLQJ�WD[HG�RQ�JDLQV�ZKLFK�DUH

XOWLPDWHO\�QHYHU�UHDOLVHG���7KH�SURSRVDO�IRU�WKH�DFFUXDOV�WD[DWLRQ�RI�VRPH

UHWXUQV�RQ�ILQDQFLDO�DVVHWV�LV�DQ�H[FHSWLRQ�WR�WKDW�SRVLWLRQ���,W�UHSUHVHQWV

D�UHFRJQLWLRQ�WKDW�ILQDQFLDO�LQVWUXPHQWV�FDQ�EH�UHDGLO\�FRQVWUXFWHG�VR�DV

WR�SURYLGH�GHIHUUHG�UHDOLVDWLRQ�RI�DFFUXHG�JDLQV�DQG�WKDW�WKH�UHDG\

WUDGDELOLW\�RI�VXFK�LQVWUXPHQWV�PLWLJDWHV�SRVVLEOH�FDVK�IORZ�SUREOHPV�

��� +RZHYHU��WKH�5HYLHZ·V�SURSRVDOV�ZLOO�FRQILQH�WKH�WD[DWLRQ�RI

UHWXUQV�WR�ILQDQFLDO�DVVHWV�RQ�DQ�DFFUXDOV�EDVLV�WR�WKRVH�LQVWDQFHV�ZKHUH

WKH�UHWXUQV��RU�HOHPHQWV�RI�WKH�UHWXUQV��DUH�NQRZQ�ZLWK�D�KLJK�GHJUHH�RI

FHUWDLQW\���7KLV�JUHDWO\�UHGXFHV�WKH�SRVVLELOLW\�RI�D�WD[SD\HU�EHDULQJ�WD[�RQ

LQFRPH�ZKLFK�LV�XOWLPDWHO\�QHYHU�UHFHLYHG���,Q�VRPH�FDVHV�UHWXUQV�RQ

DVVHWV�PD\�KDYH�WZR�HOHPHQWV���D�FHUWDLQ�HOHPHQW�UHSUHVHQWHG�E\�VXFK

WKLQJV�DV�IL[HG�FRXSRQ�LQWHUHVW�SD\PHQWV��DQG�DQ�XQFHUWDLQ�HOHPHQW

UHODWLQJ�WR�SRVVLEOH�PRYHPHQWV�LQ�PDUNHW�LQWHUHVW�UDWHV���,Q�WKHVH�FDVHV

WKH�DFFUXDOV�UHJLPH�ZLOO�RQO\�DSSO\�WR�WKH�FHUWDLQ�HOHPHQW�RI�WKH�UHWXUQ�

7KH�XQFHUWDLQ�HOHPHQW��EH�LW�D�JDLQ�RU�D�ORVV��ZLOO�FRQWLQXH�WR�EH�WD[HG�RQ

UHDOLVDWLRQ�

��� 7KH�DFFUXDOV�UHJLPH�ZLOO�QRW�DSSO\�WR�LQGLYLGXDOV�DQG�VPDOO

EXVLQHVVHV�LQYHVWLQJ�LQ�ILQDQFLDO�LQVWUXPHQWV�ZKHUH�WKHUH�LV�QRW

VLJQLILFDQW�GHIHUUDO�RI�UHWXUQV�

��� &RQVLVWHQW�ZLWK�WKH�JHQHUDOLVHG�DSSURDFK��WKH�5HYLHZ�LV

UHFRPPHQGLQJ�FRPSUHKHQVLYH�GLVSRVDO�UXOHV�WKDW�LQFOXGH�UHFRJQLWLRQ�IRU

WD[�SXUSRVHV�RI�WKH�UHDOLVHG�JDLQ�RU�ORVV�RQ�WKH�SDUWLDO�RU�WRWDO�GHIHDVDQFH

RI�OLDELOLWLHV���*DLQV�RQ�IRUJLYHQHVV�RI�GHEW�ZLOO�DOVR�EH�WD[HG�VXEMHFW�WR

VSHFLDO�RIIVHW�UXOHV�WR�DSSO\�LQ�FDVHV�RI�ILQDQFLDO�GLVWUHVV�

Recognition of hedges

The Review is not
recommending
general hedging
rules

��� 0DQ\�WD[SD\HUV�HPSOR\�KHGJLQJ�DUUDQJHPHQWV�LQ�RUGHU�WR�PDQDJH

PDUNHW�ULVN���,GHDOO\�WKH�WD[�V\VWHP�VKRXOG�QRW�XQGXO\�LQWHUIHUH�ZLWK

WKHVH�DUUDQJHPHQWV���2QH�VROXWLRQ�ZRXOG�EH�IRU�WKH�WD[�V\VWHP�WR

LGHQWLI\�ERWK�VLGHV�RI�D�KHGJH�DQG�WD[�LW�RQ�D�FRQVLVWHQW�EDVLV���+RZHYHU�

WKH�DSSOLFDWLRQ�RI�VXFK�DQ�DSSURDFK�W\SLFDOO\�LQYROYHV�VLJQLILFDQW

SUDFWLFDO�GLIILFXOWLHV��OHDGV�WR�FRPSOH[�UXOHV��DQG�LV�QRW�HQWLUHO\�VXFFHVVIXO

LQ�DFKLHYLQJ�LWV�REMHFWLYHV�
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��� 7KH�LQWURGXFWLRQ�RI�RSWLRQDO�PDUN�WR�PDUNHW�DQG�WKH

DFFUXDOV�UHDOLVDWLRQ�DSSURDFK�ZLOO�PXFK�PRUH�FORVHO\�DOLJQ�WKH�WD[�DQG

FRPPHUFLDO�WUHDWPHQW�RI�ILQDQFLDO�LQVWUXPHQWV�DQG�UHGXFH�WKH�QHHG�IRU

FRPSOH[�IRUPDO�KHGJLQJ�UXOHV�LQ�WKH�WD[�V\VWHP�

��� &RQVHTXHQWO\�WKH�5HYLHZ�LV�QRW�UHFRPPHQGLQJ�JHQHUDO�KHGJLQJ

UXOHV���,W�KDV�EHHQ�FRQYLQFHG�KRZHYHU�WKDW�WKHUH�LV�D�QHHG�IRU�WKH�WD[

V\VWHP�WR�UHFRJQLVH�KHGJLQJ�DUUDQJHPHQWV�LQ�WZR�VHWV�RI�FLUFXPVWDQFHV�

LQWHUQDO�KHGJHV�DQG�KHGJLQJ�E\�JROG�SURGXFHUV�RI�IXWXUH�SURGXFWLRQ�

Internal hedging
will be recognised
for tax purposes
subject to a
number of
safeguards

��� ,QWHUQDO�KHGJLQJ�ZLOO�EH�DOORZHG�EHWZHHQ�GRPHVWLF�EXVLQHVV�XQLWV

RI�D�WD[SD\HU�VXEMHFW�WR�FHUWDLQ�FRQGLWLRQV�LQFOXGLQJ�WKDW�

� WKH�KHGJH�LV�EHWZHHQ�D�EXVLQHVV�XQLW�ZKLFK�DFFRXQWV�IRU�DOO

WUDQVDFWLRQV�RQ�D�PDUN�WR�PDUNHW�EDVLV�DQG�DQRWKHU�EXVLQHVV�XQLW

ZKLFK�DFFRXQWV�IRU�DOO�LWV�WUDQVDFWLRQV�XQGHU�WKH�SURSRVHG

DFFUXDOV�UHDOLVDWLRQ�UHJLPH��DQG

� WKH�WUDQVDFWLRQV�EHWZHHQ�WKH�WZR�XQLWV�DUH�DW�DUP·V�OHQJWK�

Special
arrangements will
be introduced to
facilitate
goldminers
hedging future
production

��� *ROG�PLQHUV�KDYH�VRXQG�FRPPHUFLDO�UHDVRQV�IRU�ZDQWLQJ�WR�KHGJH

IXWXUH�SURGXFWLRQ�VDOHV�WR�UHGXFH�XQFHUWDLQWLHV�DERXW�IXWXUH�FDVK�IORZV

DQG�WR�EHQHILW�IURP�WKH�FRQWDQJR�WKDW�LV�D�FRQVWDQW�IHDWXUH�RI�WKH�JROG

PDUNHW���7D[DWLRQ�DUUDQJHPHQWV�QHHG�WR�DFFRPPRGDWH�WKHVH�OHJLWLPDWH

FRPPHUFLDO�LQWHUHVWV�ZKLOH�HQVXULQJ�WKDW�WKH\�GR�QRW�DOORZ�RSSRUWXQLWLHV

IRU�XQGXH�WD[�GHIHUUDO���$IWHU�H[WHQVLYH�FRQVXOWDWLRQ�ZLWK�JROG�SURGXFHUV

WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�UHSUHVHQW�D�FRPSURPLVH�EHWZHHQ�WKHVH

WZR�REMHFWLYHV�

Debt/equity hybrids

The Review is
recommending a
more certain
boundary line
between debt and
equity

��� 'HEW�HTXLW\�K\EULGV�FDQ�SRVH�FODVVLILFDWLRQ�GLIILFXOWLHV�XQGHU�WKH

WD[�V\VWHP�EHFDXVH�WKH�WD[�WUHDWPHQW�RI�GHEW�DQG�HTXLW\�LV�GLIIHUHQW�DQG

XQFOHDU�DW�WKH�ERUGHU���7KLV�LV�D�SDUWLFXODU�SUREOHP�ZKHQ�WKH�UHWXUQV

IURP�WKH�K\EULG�LQVWUXPHQW�IORZ�WR�QRQ�UHVLGHQW�VKDUHKROGHUV�

��� ,Q�RUGHU�WR�DFKLHYH�JUHDWHU�FHUWDLQW\�DQG�VLPSOLFLW\��WKH�5HYLHZ�LV

UHFRPPHQGLQJ�WKDW�K\EULGV�EH�FODVVLILHG�IRU�WD[�SXUSRVHV�DV�HLWKHU�DOO

GHEW�RU�DOO�HTXLW\���5HWXUQV�RQ�D�K\EULG�FODVVLILHG�DV�HTXLW\�ZLOO�EH

IUDQNDEOH�DQG�WD[HG�DV�GLYLGHQGV�LQ�WKH�KDQGV�RI�WKH�LQYHVWRU�

&RQYHUVHO\��UHWXUQV�RQ�D�K\EULG�FODVVLILHG�DV�GHEW�ZLOO�QRW�EH�IUDQNDEOH�

ZLOO�EH�GHGXFWLEOH��DQG�ZLOO�EH�WD[HG�DV�LQWHUHVW�
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��� +\EULGV�ZLOO�EH�FODVVLILHG�RQ�WKH�EDVLV�RI�D�GHEW�WHVW�

1RQ�FRQYHUWLQJ�LQVWUXPHQWV�ZLOO�EH�FDWHJRULVHG�DV�GHEW�LI��OHDYLQJ�DVLGH

WKH�LPSDFW�RI�DQ\�LQGH[DWLRQ�IDFWRU��WKH\�SURYLGH�WKH�ULJKW�WR�UHSD\PHQW

RI�DW�OHDVW�WKH�DPRXQW�RULJLQDOO\�LQYHVWHG�ZLWKLQ����\HDUV���)RU�FRQYHUWLQJ

LQVWUXPHQWV�D�WRXJKHU�GHEW�WHVW�LV�WR�EH�DSSOLHG���7KLV�ZLOO�UHTXLUH�WKDW

WKH�QHW�SUHVHQW�YDOXH�RI�H[SHFWHG�IXWXUH�UHWXUQV�DW�OHDVW�HTXDOV�WKH

DPRXQW�RULJLQDOO\�LQYHVWHG�

Leases and rights

��� 7KH�5HYLHZ·V�SURSRVDOV�ZLOO�LPSURYH�WKH�WUHDWPHQW�RI�OHDVHV�DQG

ULJKWV��UHPRYH�VRPH�PDMRU�DUHDV�RI�WD[�DYRLGDQFH�RU�PLQLPLVDWLRQ�EXW

DOVR�FRUUHFW�VRPH�GHILFLHQFLHV�LQ�WKH�FXUUHQW�ODZ�ZKLFK�XQIDLUO\�SHQDOLVH

WD[SD\HUV�

Leasing and other rights over depreciable assets
between taxable entities

The Review’s
recommendations
will not disturb
‘routine’ lease
arrangements

��� ¶5RXWLQH·�OHDVHV�³�HVVHQWLDOO\�OHDVHV�ZLWK�HTXDO�DQQXDO�UHQWDO

SD\PHQWV��RWKHU�WKDQ�WKRVH�LQYROYLQJ�KLJK�YDOXH�LWHPV�IRU�ORQJ

SHULRGV�³�ZLOO�FRQWLQXH�WR�EH�WD[HG�RQ�PXFK�WKH�VDPH�EDVLV�DV�QRZ�

7KLV�ZLOO�PHDQ�OLWWOH�FKDQJH�IRU�VKRUW�OHDVHV�RI�PRVW�LWHPV�RI�HTXLSPHQW�

‘Non-routine’
leases will be
subject to ‘sale
and loan’
treatment if
accelerated
depreciation is
abolished

��� 1RQ�URXWLQH�OHDVHV�DUH�HVVHQWLDOO\�WKRVH�LQ�UHODWLRQ�WR�ODUJH�YDOXH

LWHPV�ZKHUH�WKH�OHDVH�LV�IRU�D�ORQJ�SHULRG��RU�ZKHUH�WKH�VSHFLILHG�DQQXDO

SD\PHQWV�DUH�QRW�D�JRRG�UHIOHFWLRQ�RI�WKH�HFRQRPLF�EHQHILWV�EHLQJ

WUDQVIHUUHG���,I�DFFHOHUDWHG�GHSUHFLDWLRQ�LV�DEROLVKHG�DV�UHFRPPHQGHG�

VXFK�OHDVHV�ZLOO�EH�VXEMHFW�WR�D�¶VDOH�DQG�ORDQ·�WUHDWPHQW�ZKLFK�QHJDWHV

DQ\�WD[�GHIHUUDO�EHQHILWV�DULVLQJ�IURP�WKH�VWUXFWXULQJ�RI�OHDVH�SD\PHQWV

DQG�UHPRYHV�WD[�GLVDGYDQWDJH�DVVRFLDWHG�ZLWK�XS�IURQW�OHDVH�SUHPLXPV�

If accelerated
depreciation is
retained, tax
preference transfer
will be allowed for
‘non-routine’
leases

��� 6KRXOG�DFFHOHUDWHG�GHSUHFLDWLRQ�EH�UHWDLQHG�GHVSLWH�WKH�5HYLHZ·V

UHFRPPHQGDWLRQV��¶QRQ�URXWLQH·�OHDVHV�ZLOO�UHFHLYH�FDVKIORZ�WD[�YDOXH

WUHDWPHQW�DQG�QRW�WKH�¶VDOH�DQG�ORDQ�WUHDWPHQW·���7KLV�ZLOO�DGGUHVV

VWUXFWXULQJ�RI�OHDVH�SD\PHQWV�EXW�ZLOO�DOVR�HQDEOH�WKH�WUDQVIHU�RI�WD[

SUHIHUHQFHV�WKURXJK�ORZHU�OHDVH�SD\PHQWV�FXUUHQWO\�DOORZHG�LQ�UHVSHFW�RI

WD[DEOH�HQWLWLHV���7KLV�LV�RI�VLJQLILFDQW�EHQHILW�WR�WD[�ORVV�HQWLWLHV���,W

HQDEOHV�WKHP�WR�REWDLQ�WKH�EHQHILWV�RI�WD[�SUHIHUHQFHV�LPPHGLDWHO\�

UDWKHU�WKDQ�KDYLQJ�WKHP�UHIOHFWHG�LQ�D�ODUJHU�WD[�ORVV�ZKLFK�ZRXOG�QRW�EH

UHFRJQLVHG�IRU�WD[�SXUSRVHV�XQWLO�WKH�HQWLW\�UHWXUQV�WR�SURILW�

Tax-exempt entities

��� 7KH�5HYLHZ�QRWHV�WKDW�WKH�UHYHQXH�FRVW�RI�DOORZLQJ�WD[�SUHIHUHQFH

WUDQVIHU�WR�WD[�H[HPSW�HQWLWLHV�³�PDQ\�RI�WKHP�6WDWH�DQG�ORFDO

JRYHUQPHQW�ERGLHV�³�ZRXOG�EH�VLJQLILFDQW�LI�DFFHOHUDWHG�GHSUHFLDWLRQ
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ZDV�UHWDLQHG���+RZHYHU��DQ\�DUUDQJHPHQWV�WR�SUHYHQW�VXFK�WUDQVIHU

LQHYLWDEO\�LQYROYH�WKH�SROLFLQJ�RI�SRRUO\�GHILQHG�ERXQGDU\�OLQHV�DQG

UHTXLUH�WKH�WD[DWLRQ�DXWKRULWLHV�WR�PDNH�GLIILFXOW��DQG�RIWHQ�FRQWHQWLRXV�

MXGJPHQWV�

Section 51AD to be
abolished

��� 7KH�5HYLHZ�UHFRPPHQGV�WKDW�VHFWLRQ���$'�EH�DEROLVKHG��DV�SDUW

RI�D�SDFNDJH�RI�UHIRUPV�UHODWLQJ�WR�WD[�H[HPSW�OHDVLQJ���7KH�5HYLHZ

EHOLHYHV�WKDW�WKH�VHYHUH�WUHDWPHQW�RI�DUUDQJHPHQWV�WKDW�DUH�FXUUHQWO\

VXEMHFW�WR�VHFWLRQ���$'�LV�XQQHFHVVDU\���7KH�5HYLHZ�DOVR�EHOLHYHV�WKDW�

SURYLGLQJ�DSSURSULDWH�VWUXFWXUDO�PHDVXUHV�DUH�LQ�SODFH��OHDVHV�DQG�VLPLODU

DUUDQJHPHQWV�LQYROYLQJ�WD[�H[HPSWV�VKRXOG�QRW�EH�WUHDWHG�GLIIHUHQWO\

VLPSO\�EHFDXVH�WKH\�DUH�ILQDQFHG�XVLQJ�QRQ�UHFRXUVH�ILQDQFH�

If accelerated
depreciation is
abolished, there is
still a need to
address structuring
of lease payments

��� ,I�DFFHOHUDWHG�GHSUHFLDWLRQ�LV�UHPRYHG�DV�UHFRPPHQGHG��WKH

5HYLHZ�EHOLHYHV�WKDW�PRVW�OHDVLQJ�DUUDQJHPHQWV�LQYROYLQJ�WD[�H[HPSWV

VKRXOG�EH�WD[HG�RQ�WKH�VDPH�EDVLV�DV�OHDVLQJ�DUUDQJHPHQWV�EHWZHHQ

WD[DEOH�HQWLWLHV��DOWKRXJK�D�QDUURZHU�GHILQLWLRQ�RI�¶URXWLQH·�OHDVHV�VKRXOG

DSSO\���+RZHYHU��VHUYLFH�DUUDQJHPHQWV�DQG�OHDVHV�RI�EXLOGLQJV�LQYROYLQJ

WD[�H[HPSWV�VKRXOG�UHFHLYH�WKH�FDVKIORZ�WD[�YDOXH�WUHDWPHQW��WR�DGGUHVV

WKH�SRWHQWLDOO\�KLJK�FRVW�WR�UHYHQXH�IURP�VWUXFWXULQJ�RI�SD\PHQWV�ZKLFK

FRXOG�RWKHUZLVH�DULVH�

If accelerated
depreciation is
retained,
arrangements for
denying access to
tax preferences by
tax-exempt bodies
to be rationalised

��� 6KRXOG�DFFHOHUDWHG�GHSUHFLDWLRQ�EH�UHWDLQHG��WKH�5HYLHZ�LV

UHFRPPHQGLQJ�WKDW�&RPPRQZHDOWK�DQG�6WDWH�RIILFLDOV�H[DPLQH�SRVVLEOH

DUUDQJHPHQWV�IRU�UHSODFLQJ�'LYLVLRQ���'��WKDW�ZRXOG�PDNH�WKH

DSSOLFDWLRQ�RI�WKLV�UHVWULFWLRQ�PRUH�FRQVLVWHQW�DQG�WUDQVSDUHQW���7KH

5HYLHZ�UHFRJQLVHV�WKDW�HYHQ�LPSURYHG�OHJLVODWLYH�DUUDQJHPHQWV�ZRXOG

QHFHVVDULO\�UHPDLQ�UHODWLYHO\�FRPSOH[�DQG�XQFHUWDLQ�LQ�WKHLU�DSSOLFDWLRQ�

7KH�5HYLHZ�EHOLHYHV�WKDW�D�EHWWHU�ORQJ�WHUP�VROXWLRQ�ZRXOG�EH�IRU�WKH

WD[�V\VWHP�WR�DOORZ�WD[�SUHIHUHQFH�WUDQVIHU�WR�WD[�H[HPSWV�DQG�IRU�WKH

&RPPRQZHDOWK�DQG�6WDWH�JRYHUQPHQWV�WR�FRPH�WR�VRPH�DJUHHPHQW

DERXW�RIIVHWWLQJ�WKH�UHYHQXH�ORVV�WR�WKH�&RPPRQZHDOWK�

Offshore use of assets

Tax preference is
to be denied for
any assets used
offshore except for
where they are
primarily used for
non-leasing
purposes

��� 7KH�5HYLHZ�LV�DOVR�SURSRVLQJ�WKDW�WD[�SUHIHUHQFH�WUDQVIHU�EH

GHQLHG�LQ�UHVSHFW�RI�DVVHWV�XVHG�RIIVKRUH�H[FHSW�ZKHUH�WKH�DVVHWV�DUH

SULPDULO\�XVHG�IRU�QRQ�OHDVLQJ�SXUSRVHV�E\�DQ�$XVWUDOLDQ�WD[SD\HU���7KLV

ZLOO�HQVXUH�WKDW�DVVHWV�XVHG�RIIVKRUH�IRU�QRQ�OHDVLQJ�SXUSRVHV��VXFK�DV

SODQHV�LQ�WKH�IOHHW�RI�$XVWUDOLDQ�DLUOLQHV��ZLOO�QRW�EH�GHQLHG�DFFHVV�WR�WD[

SUHIHUHQFHV�

��� 7KH�DEROLWLRQ�RI�DFFHOHUDWHG�GHSUHFLDWLRQ�ZLOO�UHPRYH�WKH�QHHG�IRU

VXFK�SURYLVLRQV�
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Addressing the assignment of leases

Tax avoidance
through the
assignment of
leases will be
addressed

��� 7D[�DYRLGDQFH�WKURXJK�OHDVH�DVVLJQPHQW�DUUDQJHPHQWV�ZLOO�EH

SUHYHQWHG�XQGHU�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV���8QGHU�FXUUHQW

DUUDQJHPHQWV�OHVVRUV�FDQ�DUUDQJH�WR�UHFHLYH�WKH�EHQHILW�RI�WKH�DFFHOHUDWHG

GHSUHFLDWLRQ�RQ�DQ�DVVHW�LQ�WKH�HDUO\�\HDUV�RI�WKH�DVVHW·V�OLIH�EXW�WKHQ

DVVLJQ�WKH�OHDVH�WR�D�WD[�H[HPSW�ERG\�ZKHQ�WKRVH�EHQHILWV�EHJLQ�WR�EH

FODZHG�EDFN�LQ�WKH�ODWHU�\HDUV�RI�WKH�DVVHW·V�OLIH���7KH�SXUFKDVH�RI�WKH

DVVHW�LV�XVXDOO\�DUUDQJHG�WKURXJK�QRQ�UHFRXUVH�ILQDQFH���7KLV�KDV�EHHQ�D

VLJQLILFDQW�DUHD�RI�WD[�DYRLGDQFH�

��� 6WUXFWXUDO�UHIRUPV�UHFRPPHQGHG�E\�WKH�5HYLHZ�ZLOO�DGGUHVV�WKHVH

HIIHFWV���7KHVH�UHIRUPV�LQFOXGH�JHQHUDO�GHEW�IRUJLYHQHVV�SURYLVLRQV�DQG

PHDVXUHV�WR�SUHYHQW�WKH�XVH�RI�WKH�FXUUHQW�EDODQFLQJ�FKDUJH�UROORYHU

SURYLVLRQV�WR�PLQLPLVH�RU�DYRLG�WD[�RQ�GHSUHFLDEOH�DVVHWV���7KHVH

PHDVXUHV��FRPELQHG�ZLWK�WKH�FDVKIORZ�WD[�YDOXH�DSSURDFK�LQFRUSRUDWHG

LQ�WKH�QHZ�OHJLVODWLRQ��VKRXOG�EH�HIIHFWLYH�LQ�SUHYHQWLQJ�WD[�DYRLGDQFH

WKURXJK�OHDVH�DVVLJQPHQWV���3HQGLQJ�WKH�LPSOHPHQWDWLRQ�RI�WKHVH

VWUXFWXUDO�UHIRUPV��WKH�5HYLHZ�LV�UHFRPPHQGLQJ�WKDW�DOO�UHOHYDQW�EHQHILWV

UHFHLYHG�RQ�DVVLJQLQJ�D�OHDVH��LQFOXGLQJ�DQ\�DVVRFLDWHG�GHEW�RU�OLDELOLW\

IURP�ZKLFK�WKH�DVVLJQRU�LV�UHOLHYHG��EH�LQFOXGHG�LQ�WD[DEOH�LQFRPH�

Unifying the taxation of other leases and rights

The proposed
treatment of rights
will enable
expenditure on
rights to be written
off and will provide
a more favourable
outcome for
grantors in some
cases

��� 5LJKWV�RYHU�QRQ�GHSUHFLDEOH�DVVHWV�ZLOO�DOVR�UHFHLYH�D�UDWLRQDOLVHG

WD[�WUHDWPHQW�XQGHU�WKH�5HYLHZ·V�SURSRVDOV�WR�SURYLGH�D�IDLUHU�DQG�PRUH

FRQVLVWHQW�WUHDWPHQW�WR�WD[SD\HUV���7KLV�ZLOO�DOORZ��IRU�H[DPSOH��VRPH

ULJKWV�QRW�FXUUHQWO\�GHGXFWLEOH��H[FHSW�DV�D�FDSLWDO�ORVV�DW�WKH�HQG�RI�WKHLU

OLIH��WR�EH�ZULWWHQ�RII�RYHU�WKHLU�OLIH�

��� 7KH�WUHDWPHQW�ZLOO�DOVR�UHFRJQLVH�WKDW�DV�WKH�OHQJWK�RI�WKH�ULJKW

JUDQWHG�LQ�UHVSHFW�RI�D�QRQ�GHSUHFLDWLQJ�DVVHW�LQFUHDVHV��WKH�JUDQWLQJ�RI

WKH�ULJKW�FRPHV�WR�PRUH�FORVHO\�UHVHPEOH�D�GLVSRVDO�RI�WKH�DVVHW��HLWKHU�LQ

SDUW�RU�WRWDOO\��DQG�VKRXOG�LQFUHDVLQJO\�EH�WD[HG�RQ�WKDW�EDVLV�

Implementing a unified entity regime

Consistent treatment of entities including trusts

The Review’s
recommendations
build on the
Government’s
proposed reforms
of the taxation of

��� ,Q�$�1HZ�7D[�6\VWHP��WKH�*RYHUQPHQW�DQQRXQFHG�SURSRVDOV�WR

UHIRUP�WKH�WD[DWLRQ�RI�HQWLWLHV���7KH\�LQFOXGHG�D�FRQVLVWHQW�UHJLPH�IRU

WD[LQJ�WKH�LQFRPH�RI�HQWLWLHV��IXOO�IUDQNLQJ�RI�GLVWULEXWLRQV��UHIXQGDELOLW\

RI�LPSXWDWLRQ�FUHGLWV��UHIRUPHG�WD[�DUUDQJHPHQWV�IRU�OLIH�LQVXUDQFH�

FRQVROLGDWLRQ�RI�FRPSDQ\�JURXSV�DQG�D�FRQVLVWHQW�WUHDWPHQW�RI�HQWLW\

GLVWULEXWLRQV���7KH�5HYLHZ�ZDV�JLYHQ�WKH�WDVN�RI�FRQVXOWLQJ�RQ�WKHVH
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entities SURSRVDOV�DQG�GHYHORSLQJ�GHWDLOHG�SURSRVDOV�IRU�WKHLU�LPSOHPHQWDWLRQ�LQ

WKH�OLJKW�RI�WKRVH�FRQVXOWDWLRQV�

��� $�FRQVLVWHQW�WUHDWPHQW�PHHWV�WKH�LQYHVWPHQW�QHXWUDOLW\�SULQFLSOH�RI

$�6WURQJ�)RXQGDWLRQ���7KH�DOWHUQDWLYH�RI�WD[LQJ�FRPSDQLHV�PRUH�OLNH�WUXVWV�

DQG�DOORZLQJ�WD[�SUHIHUHQFHV�WR�IORZ�WKURXJK��LV�JHQHUDOO\�QRW�IHDVLEOH

IURP�D�UHYHQXH�YLHZSRLQW�

A consistent entity
tax regime will not
preclude some
exceptions under
the entities regime,
such as Pooled
Development
Funds, and some
trusts will be
excluded as
suggested in A
New Tax System

��� 7KH�JHQHUDO�SULQFLSOH�LV�WKDW�WUXVWV�ZLOO�EH�VXEMHFW�WR�WKH�HQWLW\�WD[

UHJLPH���&RQVLVWHQW�ZLWK�$�1HZ�7D[�6\VWHP��WKHUH�ZLOO�EH�VSHFLILF

H[FOXVLRQV�IURP�WKH�UHJLPH�IRU�WUXVWV�FUHDWHG�RU�VHWWOHG�RQO\�DV�D�OHJDO

UHTXLUHPHQW�RU�VXEMHFW�WR�D�OHJDO�WHVW�RU�VDQFWLRQ���7KLV�DSSURDFK

GLVWLQJXLVKHV�VXFK�WUXVWV�IURP�WUXVWV�FUHDWHG�DW�D�VHWWORU·V�GLUHFWLRQ�

([FOXVLRQV�DUH�DOVR�MXVWLILHG�LQ�RWKHU�FDVHV�IRU�SUDFWLFDO�UHDVRQV���,Q

SDUWLFXODU��EDUH�WUXVWV��FRQVWUXFWLYH�WUXVWV��WKH�EDQN�DFFRXQWV�RI�PLQRUV�

DQG�VWDNHKROGHU�DQG�SXUFKDVHU�WUXVW�DUUDQJHPHQWV�ZLOO�EH�H[FOXGHG�

��� 0RYLQJ�WR�D�FRQVLVWHQW�HQWLW\�WD[�UHJLPH�GRHV�QRW�SUHFOXGH�WKH

PDLQWHQDQFH�RI�HQWLW\�IRFXVHG�WD[�FRQFHVVLRQV��IRU�H[DPSOH�WKH�2IIVKRUH

%DQNLQJ�8QLW�UHJLPH��3RROHG�'HYHORSPHQW�)XQGV��)LOP�/LFHQFH

,QYHVWPHQW�&RPSDQLHV�DQG�HPSOR\HH�VKDUH�DFTXLVLWLRQ�VFKHPH

DUUDQJHPHQWV�

Imputation

The Review is
recommending
against the
deferred company
tax proposed in A
New Tax System

��� $�1HZ�7D[�6\VWHP�SURSRVHG�WKH�DFKLHYHPHQW�RI�IXOO�IUDQNLQJ

WKURXJK�WKH�LPSRVLWLRQ�RI�D�GHIHUUHG�FRPSDQ\�WD[��'&7����7KLV�ZRXOG

KDYH�UHTXLUHG�DQ�$XVWUDOLDQ�HQWLW\�SD\LQJ�D�GLYLGHQG�RXW�RI�WD[�SUHIHUUHG

LQFRPH�WR�SD\�WD[�DW�WKH�FRPSDQ\�WD[�UDWH�RQ�WKDW�LQFRPH�DQG�WKHUHIRUH

SD\�IXOO\�IUDQNHG�GLYLGHQGV�DV�D�UHVXOW�

��� 7KLV�SURSRVDO�KDV�EHHQ�VWURQJO\�RSSRVHG�E\�EXVLQHVV���2QH�RI�WKH

PDMRU�FRQFHUQV�KDV�EHHQ�WKDW�DQ\�'&7�SDLG�ZRXOG�LPSDFW�DGYHUVHO\�RQ

WKH�DIWHU�WD[�SURILWV�RI�$XVWUDOLDQ�FRPSDQLHV���7KLV�ZRXOG�OHDG�WR

QHJDWLYH�SHUFHSWLRQV�E\�LQYHVWRUV�DQG�LPSDFW�DGYHUVHO\�RQ�VKDUH�SULFHV

DQG�WKH�DELOLW\�RI�FRPSDQLHV�WR�UDLVH�FDSLWDO�

��� $�VHFRQG�FRQFHUQ�KDV�EHHQ�WKDW�WKH�'&7�ZRXOG�KDYH�VKDUSO\

UHGXFHG�WKH�UHWXUQ�DYDLODEOH�WR�IRUHLJQ�LQYHVWRUV�ZLWK�IXUWKHU�DGYHUVH

HIIHFWV�RQ�$XVWUDOLDQ�FRPSDQLHV�DQG�WKH�FRPSHWLWLYHQHVV�RI�$XVWUDOLD�DV

DQ�LQYHVWPHQW�GHVWLQDWLRQ���7KH�5HYLHZ�FRQVLGHUHG�D�SURSRVDO�WR�RIIVHW

WKLV�VHFRQG�HIIHFW�WKURXJK�D�'&7�GLYLGHQG�ZLWKKROGLQJ�WD[�VZLWFK�

:KLOH�WKLV�PD\�KDYH�EHHQ�DQ�HIIHFWLYH�RIIVHW�IRU�PRVW�IRUHLJQ�LQYHVWRUV�

WKHUH�ZRXOG�VWLOO�KDYH�EHHQ�DGYHUVH�LPSDFWV�RQ�VRPH�LQYHVWRUV���,Q

DGGLWLRQ��WKHUH�LV�FRQVLGHUDEOH�XQFHUWDLQW\�DERXW�WKH�HIIHFWLYHQHVV�RI�WKLV

PHDVXUH�LQ�UHVSHFW�RI�SRVVLEOH�UHDFWLRQV�E\�RWKHU�FRXQWULHV�LQ�WHUPV�RI

FUHGLWDELOLW\�RI�WKH�$XVWUDOLDQ�GLYLGHQG�ZLWKKROGLQJ�WD[��':7��
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The Review is
recommending the
taxing of
unfranked
inter-entity
distributions as an
alternative to the
deferred company
tax

��� 7KH�DOWHUQDWLYHV�WR�WKH�'&7�FDQYDVVHG�LQ�$�3ODWIRUP�IRU�&RQVXOWDWLRQ

ZHUH�D�UHVLGHQW�GLYLGHQG�ZLWKKROGLQJ�WD[��5':7��RU�WD[LQJ�XQIUDQNHG

LQWHU�HQWLW\�GLVWULEXWLRQV���$IWHU�FRQVLGHULQJ�WKH�RXWFRPH�RI

FRQVXOWDWLRQV�DQG�IXUWKHU�DQDO\VLV�WKH�5HYLHZ�LV�UHFRPPHQGLQJ�WKH

WD[LQJ�RI�XQIUDQNHG�LQWHU�HQWLW\�GLVWULEXWLRQV�

��� 7KH�LPSDFW�RI�ERWK�WKH�5':7�DQG�WKH�WD[LQJ�RI�XQIUDQNHG

LQWHU�HQWLW\�GLVWULEXWLRQV�ZDV�HTXLYDOHQW�LQ�PDQ\�UHVSHFWV���+RZHYHU��WKH

5':7�ZRXOG�KDYH�EHHQ�PRUH�FRPSOH[�LQ�LWV�RSHUDWLRQ�

��� $V�QRWHG�DERYH��$�3ODWIRUP�IRU�&RQVXOWDWLRQ�FDQYDVVHG�WKH�SRVVLELOLW\

RI�D�FRPSDQ\�WD[�GLYLGHQG�ZLWKKROGLQJ�WD[�VZLWFK���7KLV�RSWLRQ�ZDV

RULJLQDOO\�PRWLYDWHG�E\�WKH�QHHG�WR�RIIVHW�WKH�DGYHUVH�LPSDFW�RI�WKH�'&7

RQ�GLVWULEXWLRQV�RI�WD[�SUHIHUUHG�LQFRPH�WR�QRQ�UHVLGHQWV���7KH�WD[LQJ�RI

XQIUDQNHG�LQWHU�HQWLW\�GLVWULEXWLRQV�GRHV�QRW�UDLVH�WKH�VDPH�SUREOHP�EXW

LW�ZRXOG�KDYH�EHHQ�SRVVLEOH�WR�VWLOO�LPSOHPHQW�WKH�VZLWFK���7KLV�ZRXOG

KDYH�EHHQ�RI�EHQHILW�WR�QRQ�UHVLGHQW�VKDUHKROGHUV�WR�WKH�H[WHQW�WKDW�LW

LQFUHDVHG�WKH�SURSRUWLRQ�RI�$XVWUDOLDQ�WD[�FUHGLWDEOH�LQ�WKHLU�KRPH

FRXQWULHV�

��� )XUWKHU�DQDO\VLV�UHYHDOHG�WKDW�D�VLJQLILFDQW�SHUFHQWDJH�RI

QRQ�UHVLGHQW�LQYHVWRUV�DUH�WD[�H[HPSW���7KHVH�LQYHVWRUV�DUH�FXUUHQWO\

JHQHUDOO\�H[HPSW�IURP�$XVWUDOLDQ�':7���5HPRYLQJ�WKHLU�H[HPSWLRQ��LQ

RUGHU�WR�LPSOHPHQW�WKH�VZLWFK�LQ�D�UHYHQXH�QHXWUDO�PDQQHU��FRXOG�KDYH

OHG�WR�QHJDWLYH�SHUFHSWLRQV�DERXW�$XVWUDOLD�DV�DQ�LQYHVWPHQW�GHVWLQDWLRQ�

+HQFH�WKH�5HYLHZ�LV�QRW�UHFRPPHQGLQJ�DGRSWLRQ�RI�WKH�SURSRVDO�

The Review has
endorsed the
Government’s
proposals for the
refund of
imputation credits

��� 7KH�UHIXQG�RI�LPSXWDWLRQ�FUHGLWV�WR�FRPSO\LQJ�VXSHUDQQXDWLRQ

IXQGV��ORZ�PDUJLQDO�UDWH�WD[SD\HUV�DQG�UHJLVWHUHG�FKDULWLHV�DV�SURSRVHG�LQ

$�1HZ�7D[�6\VWHP�KDV�EHHQ�HQGRUVHG�E\�WKH�5HYLHZ���7KH�5HYLHZ·V

UHFRPPHQGDWLRQV�DOVR�DGGUHVV�FRQFHUQV�WKDW�GHOD\V�LQ�SD\LQJ�VXFK

UHIXQGV�PD\�FDXVH�FDVK�IORZ�SUREOHPV�IRU�WD[SD\HUV�LQ�VRPH

FLUFXPVWDQFHV�
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Distributions

A comprehensive definition of distributions

The Review is
recommending a
broad definition of
distribution which
will encompass
virtually all
transfers of value
from an entity to a
member in their
capacity as a
member

��� $�FRQVLVWHQW�HQWLW\�UHJLPH�UHTXLUHV�IRU�LWV�GHYHORSPHQW�D

FRQVLVWHQW�GHILQLWLRQ�RI�ZKDW�FRQVWLWXWHV�D�GLVWULEXWLRQ���7KH�5HYLHZ

SURSRVHV�D�EURDG�GHILQLWLRQ�RI�D�GLVWULEXWLRQ�DV�RFFXUULQJ�ZKHQ�YDOXH�KDV

EHHQ�SDVVHG�IURP�DQ�HQWLW\�WR�D�PHPEHU�RI�WKH�HQWLW\�LQ�WKHLU�FDSDFLW\�DV

D�PHPEHU���&RQVHTXHQWO\�LW�H[FOXGHV�EHQHILWV�SDVVHG�WR�HPSOR\HHV�LQ

WKHLU�FDSDFLW\�DV�HPSOR\HHV��HYHQ�ZKHQ�WKH\�DUH�DOVR�D�PHPEHU�

��� $�EURDG�GHILQLWLRQ�RI�GLVWULEXWLRQ�LV�WKH�VLPSOHVW�DQG�PRVW

HTXLWDEOH�PHDQV�RI�WD[LQJ�EHQHILWV�SURYLGHG�E\�HQWLWLHV�WR�PHPEHUV�

6XFK�D�GHILQLWLRQ�DGGV�LQWHJULW\�WR�WKH�WD[�V\VWHP�DV�LW�UHVWULFWV�WKH

VLWXDWLRQV�LQ�ZKLFK�YDOXH�FDQ�EH�VKLIWHG�IURP�DQ�HQWLW\�WR�D�PHPEHU

ZLWKRXW�EHLQJ�VXEMHFW�WR�WD[���7KH�UHFRPPHQGHG�GHILQLWLRQ�ZLOO�DSSO\�WR

WKH�SURYLVLRQ�RI�ORDQV��RU�JRRGV�DQG�VHUYLFHV��DW�OHVV�WKDQ�IDLU�YDOXH�

Shareholder
discounts by
widely held entities
are to be exempt

��� 7KH�GHILQLWLRQ�ZRXOG�LPSO\�WKDW�GLVFRXQWV�RQ�JRRGV�DQG�VHUYLFHV

SURYLGHG�E\�D�PHPEHU�GLVFRXQW�VFKHPH�ZRXOG�EH�WUHDWHG�DV�D

GLVWULEXWLRQ�DQG�VXEMHFW�WR�WD[�LQ�WKH�KDQGV�RI�WKH�PHPEHU���7KH�5HYLHZ

LV�FRQVFLRXV�WKDW�D�QXPEHU�RI�PDMRU�FRPSDQLHV�KDYH�VKDUHKROGHU

GLVFRXQW�DUUDQJHPHQWV�LQ�SODFH���,Q�RUGHU�WR�PLQLPLVH�GLVUXSWLRQ�WR�WKHVH

DUUDQJHPHQWV��VKDUHKROGHUV�ZLOO�EH�DOORZHG�DQ�H[HPSWLRQ�RQ

GLVWULEXWLRQV�YLD�GLVFRXQWV�IURP�ZLGHO\�KHOG�HQWLWLHV�ZKHUH�WKH�GLVFRXQW

LV�UHDVRQDEOH�LQ�H[WHQW��DQG�LV�LQ�UHVSHFW�RI�JRRGV�DQG�VHUYLFHV�ZKLFK�WKH

HQWLW\�VHOOV�WR�WKH�SXEOLF�LQ�WKH�FRXUVH�RI�LWV�EXVLQHVV�

��� 7KH�5HYLHZ�LV�DOVR�UHFRPPHQGLQJ�WKDW�EHQHILWV�SURYLGHG�E\�DQ

HQWLW\�WR�D�QRQ�PHPEHU�DUH�WUHDWHG�DV�D�GLVWULEXWLRQ�WR�D�PHPEHU�LI�WKH

QRQ�PHPEHU�LV�D�PHPEHU�RI�DQ�DVVRFLDWH�RI�WKH�HQWLW\�SURYLGLQJ�WKH

EHQHILW���7KH�PRVW�REYLRXV�H[DPSOH�RI�ZKHUH�WKLV�SURYLVLRQ�PLJKW�DSSO\

LV�ZKHUH�WKH�SDUHQW�FRPSDQ\�LQ�D�SULYDWH�FRPSDQ\�JURXS�GLUHFWV�D

VXEVLGLDU\�WR�SD\�EHQHILWV�WR�WKH�PHPEHUV�RI�WKH�SDUHQW�FRPSDQ\���7KH

HIIHFW�RI�WKH�SURYLVLRQ�ZLOO�EH�WR�WD[�WKH�SURYLVLRQ�RI�WKH�EHQHILW�DV�LI�LW

ZHUH�D�GLVWULEXWLRQ�E\�WKH�VXEVLGLDU\�DQG�WKH�UHFLSLHQW�ZHUH�D�PHPEHU�RI

WKH�VXEVLGLDU\�

��� 3URSRUWLRQDWH�SURYLVLRQ�RI�PHPEHUVKLS�LQWHUHVWV�ZLOO�QRW

FRQVWLWXWH�D�GLVWULEXWLRQ�ZKHUH�WKH\�DUH�QRW�H[SHFWHG�WR�FKDQJH�WKH�WRWDO

PDUNHW�YDOXH�RI�DQ\�PHPEHU·V�LQWHUHVWV���'LVSURSRUWLRQDWH�SURYLVLRQV�RI

DGGLWLRQDO�PHPEHUVKLS�LQWHUHVWV�IRU�QR��RU�LQDGHTXDWH��FRQVLGHUDWLRQ�ZLOO

EH�WUHDWHG�DV�D�GLVWULEXWLRQ�IRU�WD[�SXUSRVHV�WR�WKH�H[WHQW�RI�WKH�VKRUWIDOO

LQ�YDOXH�



Overview

66 A Tax System Redesigned

Applying a ‘profits first’ rule

A ‘profits first’ rule is
to apply to
distributions from
entities

��� 7R�KDYH�FOHDU�DQG�FRQVLVWHQW�DUUDQJHPHQWV�IRU�LGHQWLI\LQJ�WKH

QDWXUH�RI�GLVWULEXWLRQV�IURP�HQWLWLHV�LQ�RUGHU�WR�GHWHUPLQH�WKHLU�FRUUHFW

WD[�WUHDWPHQW�LV�LPSRUWDQW�

��� 7KH�5HYLHZ�LV�UHFRPPHQGLQJ�WKDW�D�SURILWV�ILUVW�UXOH�DSSO\�WR

GLVWULEXWLRQV�IURP�HQWLWLHV�WR�PHPEHUV���(QWLWLHV�ZLOO�JHQHUDOO\�EH

UHTXLUHG�WR�GLVWULEXWH�DOO�UHWDLQHG�SURILWV�EHIRUH�GLVWULEXWLQJ�FRQWULEXWHG

FDSLWDO���7KLV�ZLOO�SUHYHQW�HQWLWLHV�H[WHQGLQJ�WKH�SHULRG�RI�WD[�GHIHUUDO�LQ

UHVSHFW�RI�UHWDLQHG�SURILWV�RU�VWUHDPLQJ�FRQWULEXWHG�FDSLWDO�DQG�SURILW

GLVWULEXWLRQV�WR�PHPEHUV�LQ�DFFRUGDQFH�ZLWK�WKHLU�WD[�SUHIHUHQFHV���7KH

FXUUHQW�ODZ�FRQWDLQV�FRPSOH[�DQWL�DYRLGDQFH�SURYLVLRQV�DLPHG�DW

FRQVWUDLQLQJ�WKHVH�W\SHV�RI�DFWLYLW\�EXW�WKH�DGRSWLRQ�RI�WKH�SURSRVHG�UXOH

ZLOO�DOORZ�WKHVH�SURYLVLRQV�WR�EH�UHSHDOHG�

Measuring contributed capital

��� $OO�HQWLWLHV�ZLOO�QHHG�WR�PDLQWDLQ�D�FRQWULEXWHG�FDSLWDO�DFFRXQW�IRU

WD[�SXUSRVHV���7KH�DFFRXQW�ZLOO�DOORZ�IRU�WKH�DFFXUDWH�LGHQWLILFDWLRQ�RI

FDSLWDO�FRQWULEXWHG�WR�DQ�HQWLW\��DQG�ZLOO�UHSODFH�WKH�H[LVWLQJ�UXOHV�IRU

FRPSDQLHV�WKDW�DUH�EDVHG�RQ�XVLQJ�D�FRPSDQ\·V�VKDUH�FDSLWDO�DFFRXQW�

5HWDLQLQJ�WKH�VKDUH�FDSLWDO�DFFRXQW�DSSURDFK�LV�QRW�IHDVLEOH�JLYHQ�WKH

LQFOXVLRQ�RI�WUXVWV�LQ�WKH�HQWLW\�V\VWHP�DQG�WKH�DGRSWLRQ�RI�D�SURILWV�ILUVW

UXOH�

Distributions upon cancellation of member interests

A slice approach
to apply to the
cancellation of
member interests

��� 'LVWULEXWLRQV�UHODWHG�WR�WKH�FDQFHOODWLRQ�RI�PHPEHU�LQWHUHVWV�ZLOO

EH�VSOLW�LQWR�SURILWV��WD[HG�DQG�XQWD[HG��DQG�FRPSRQHQWV�XVLQJ�D�VOLFH

DSSURDFK���$�VOLFH�DSSURDFK�HIIHFWLYHO\�WDNHV�WKH�VOLFH�RI�WKH�FRPSDQ\·V

FRQWULEXWHG�FDSLWDO�DQG�UHWDLQHG�SURILWV�DWWULEXWDEOH�WR�D�PHPEHU·V

LQWHUHVWV�DQG�XVHV�WKDW�WR�LGHQWLI\�WKH�FRPSRQHQWV�LQ�WKH�SD\PHQW�WR�WKH

PHPEHU�

��� :LWK�WKH�H[FHSWLRQ�RI�RQ�PDUNHW�EX\�EDFNV�WKH�GLVWULEXWLRQ�WR�WKH

PHPEHU�ZLOO�EH�WUHDWHG�DV�IROORZV�

� WKH�FRQWULEXWHG�FDSLWDO�FRPSRQHQW�ZLOO�EH�WUHDWHG�DV�SURFHHGV�RQ�WKH

GLVSRVDO�RI�WKH�PHPEHUVKLS�LQWHUHVW�E\�WKH�PHPEHU�

� WKH�WD[HG�SURILW�FRPSRQHQW�ZLOO�EH�D�IXOO\�IUDQNHG�SURILW�GLVWULEXWLRQ�

DQG

� WKH�XQWD[HG�SURILW�FRPSRQHQW�ZLOO�EH�DQ�XQIUDQNHG�SURILW

GLVWULEXWLRQ�

��� )RU�GLVWULEXWLRQV�UHODWHG�WR�RQ�PDUNHW�¶EX\�EDFNV·�WKH�HQWLUH

DPRXQW�ZLOO�EH�WUHDWHG�DV�SURFHHGV�RQ�WKH�GLVSRVDO�RI�WKH�PHPEHUVKLS
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LQWHUHVW�E\�WKH�PHPEHU���,Q�RQ�PDUNHW�EX\�EDFNV�PHPEHUV�GR�QRW�NQRZ

WKH�LGHQWLW\�RI�WKH�EX\HU�RI�WKH�VKDUHV�DQG�VR�WKLV�LV�WKH�RQO\�SUDFWLFDO

WUHDWPHQW���7KH�HQWLW\�FRQGXFWLQJ�WKH�EX\�EDFN�ZLOO�EHQHILW�E\�EHLQJ

DOORZHG�D�FDSLWDO�ORVV�HTXDO�WR�WKH�WD[HG�SURILW�FRPSRQHQW�ZLWK�QR�HIIHFW

RQ�WKH�HQWLW\·V�IUDQNLQJ�DFFRXQW�

��� 7KH�FXUUHQW�DUUDQJHPHQWV�FDQ�LQYROYH�GRXEOH�WD[DWLRQ�LQ�UHVSHFW

RI�RQ�PDUNHW�VKDUH�EX\�EDFNV�DQG�OLTXLGDWLRQV�DQG�WKLV�ZLOO�EH�HOLPLQDWHG

XQGHU�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�

Life insurance and pooled
superannuation trusts

��� 7KH�*RYHUQPHQW�DQQRXQFHG�LQ�$�1HZ�7D[�6\VWHP�PDMRU�SURSRVHG

UHIRUPV�WR�WKH�WD[DWLRQ�RI�WKH�OLIH�LQVXUDQFH�LQGXVWU\���7KH�5HYLHZ�KDV

FRQVXOWHG�ZLGHO\�RQ�WKH�EDVLV�RI�WKRVH�SURSRVDOV�DQG�LWV

UHFRPPHQGDWLRQV�DUH�EURDGO\�LQ�OLQH�ZLWK�WKH�DSSURDFK�VHW�RXW�LQ�$�1HZ

7D[�6\VWHP���+RZHYHU��WKH�UHFRPPHQGDWLRQV�LQFOXGH�VRPH�WUDQVLWLRQDO

DUUDQJHPHQWV�DQG�D�SUDFWLFDO�VROXWLRQ�LQ�UHODWLRQ�WR�VXSHUDQQXDWLRQ

DFWLYLWLHV�FRQGXFWHG�E\�OLIH�RIILFHV�LQWHQGHG�WR�SXW�WKHP�RQ�DQ�HTXLYDOHQW

IRRWLQJ�WR�VXSHUDQQXDWLRQ�IXQGV�

A consistent taxation regime for life insurers

Life insurers will be
taxed on a more
rational basis in
line with the
treatment of similar
activities by other
entities

��� ([LVWLQJ�WD[DWLRQ�DUUDQJHPHQWV�IRU�OLIH�LQVXUHUV�DUH�YHU\�FRPSOH[

ZLWK�LQFRPH�DQG�H[SHQVHV�EHLQJ�DOORFDWHG�WR�XS�WR�IRXU�FODVVHV�RI

EXVLQHVV�

� (DFK�FODVV�LV�VXEMHFW�WR�D�GLIIHUHQW�UDWH�RI�WD[�

� 6RPH�FODVVHV�LQFOXGH�FRPSRQHQWV�ZKLFK�DUH�H[HPSW�IURP�WD[�RU

VXEMHFW�WR�GLIIHUHQW�UDWHV�RI�WD[�

� 'LIIHUHQW�FDOFXODWLRQV�DUH�UHTXLUHG�WR�GHWHUPLQH�DVVHVVDEOH�LQFRPH�IRU

HDFK�FODVV�RI�EXVLQHVV�

��� 7D[�DYRLGDQFH�RSSRUWXQLWLHV�FDQ�DULVH�IURP�LQWHUQDO�GHDOLQJV�WKDW

H[SORLW�GLIIHUHQFHV�LQ�WKH�WD[DWLRQ�UDWHV�RI�HDFK�FODVV�RI�EXVLQHVV�

��� ([LVWLQJ�WD[DWLRQ�DUUDQJHPHQWV�IRU�OLIH�LQVXUHUV�DUH�LQFRQVLVWHQW

ZLWK�WKH�WUHDWPHQW�RI�VLPLODU�DFWLYLWLHV�FDUULHG�RQ�E\�RWKHU�HQWLWLHV�

� 7KH�LQFRPH�WD[�EDVH�GRHV�QRW�LQFOXGH�DOO�LQFRPH�

� 6LPLODU�HFRQRPLF�DFWLYLWLHV�DUH�VXEMHFW�WR�GLIIHUHQW�UDWHV�RI�WD[

GHSHQGLQJ�RQ�ZKHWKHU�WKH�EXVLQHVV�LV�FDUULHG�RQ�E\�D�OLIH�LQVXUHU�RU�D

JHQHUDO�LQVXUHU���)RU�H[DPSOH�

� XQOLNH�JHQHUDO�LQVXUHUV��OLIH�LQVXUHUV�DUH�QRW�WD[HG�RQ�XQGHUZULWLQJ
SURILW���DQG
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� PDQDJHPHQW�IHHV�HPEHGGHG�LQ�SUHPLXPV�DUH�QRW�LQFOXGHG�LQ�WKH

DVVHVVDEOH�LQFRPH�RI�OLIH�LQVXUHUV���+RZHYHU��DOO�PDQDJHPHQW�IHHV

DUH�LQFOXGHG�LQ�WKH�DVVHVVDEOH�LQFRPH�RI�EDQNV��SXEOLF�XQLW�WUXVWV

DQG�JHQHUDO�LQVXUHUV�

��� 7KH�5HYLHZ�LV�UHFRPPHQGLQJ�WKDW�WKHVH�GLVFUHSDQFLHV�LQ�WUHDWPHQW

EHWZHHQ�OLIH�LQVXUHUV�DQG�RWKHU�HQWLWLHV�EH�UHPRYHG���7KLV�ZLOO�PHDQ�WKDW�

� WKH�WD[DEOH�LQFRPH�IURP�WKH�ULVN�EXVLQHVV�RI�OLIH�LQVXUHUV�ZLOO�EH

FDOFXODWHG�RQ�WKH�VDPH�EDVLV�DV�WKH�WD[DEOH�LQFRPH�RI�WKH�ULVN�EXVLQHVV

RI�JHQHUDO�LQVXUHUV��DQG

� WKH�WD[DEOH�LQFRPH�RI�WKH�LQYHVWPHQW�EXVLQHVV�RI�OLIH�LQVXUHUV�ZLOO�EH

FDOFXODWHG�RQ�WKH�VDPH�EDVLV�WKDW�DSSOLHV�WR�FDOFXODWH�WKH�WD[DEOH

LQFRPH�RI�WKH�LQYHVWPHQW�EXVLQHVV�RI�RWKHU�LQYHVWPHQW�HQWLWLHV�

The Review is
responding to
industry concerns
by proposing
transitional
arrangements

��� $Q�LVVXH�UDLVHG�E\�WKH�LQGXVWU\�LQ�FRQVXOWDWLRQV�ZDV�D�FRQFHUQ�WKDW

IRU�VRPH�SURGXFWV�DOUHDG\�VROG�WKH�FKDQJHG�WD[DWLRQ�DUUDQJHPHQWV�RQ

WKH�IXWXUH�LQFRPH�IURP�WKRVH�SURGXFWV�ZRXOG�LQYROYH�DQ�HOHPHQW�RI

UHWURVSHFWLYLW\���7KH�DUJXPHQW�LV�WKDW�LQ�PDQ\�FDVHV�H[SHQGLWXUH�LQFXUUHG

HDUO\�LQ�WKH�SURGXFW·V�OLIH�LV�UHODWHG�WR�HDUQLQJ�LQFRPH�ODWHU�LQ�WKH

SURGXFW·V�OLIH���(VVHQWLDOO\�PDQ\�RI�WKH�OLIH�LQVXUHU·V�H[SHQVHV�DUH

LQFXUUHG�XS�IURQW���&RQVHTXHQWO\�FKDQJLQJ�WKH�WD[�UHJLPH�DSSO\LQJ�WR�WKH

LQFRPH�ZKHUH�WKDW�UHJLPH�GLG�QRW�DSSO\�DW�WKH�WLPH�WKH�H[SHQVHV�ZHUH

LQFXUUHG�FRXOG�EH�D�IRUP�RI�UHWURVSHFWLYLW\�

��� 7KH�5HYLHZ�DFFHSWV�WKDW�WKHVH�HDUO\�H[SHQGLWXUHV�DUH�UHODWHG�WR

HDUQLQJ�LQFRPH�RYHU�WKH�OLIH�RI�WKH�SURGXFW�DQG�FRQVHTXHQWO\�VKRXOG�EH

GHGXFWLEOH�DFFRUGLQJO\���7KLV�DSSURDFK�VKRXOG�DOVR�DSSO\�WR�DOO�QHZ

SURGXFWV�VROG�DIWHU�WKH�GDWH�RI�HIIHFW�RI�WKH�QHZ�PHDVXUHV�

��� $V�D�WUDQVLWLRQDO�PHDVXUH�WKH�5HYLHZ�SURSRVHV�WKDW�RQO\�WZR�WKLUGV

RI�PDQDJHPHQW�IHHV�GHULYHG�RQ�H[LVWLQJ�OLIH�LQVXUDQFH�SROLFLHV�ZLOO�EH

WD[DEOH�IRU�WKH�ILUVW���\HDUV�RI�WKH�QHZ�DUUDQJHPHQWV���7KLV�ZLOO�SURYLGH

VRPH�UHFRJQLWLRQ�RI�WKH�XS�IURQW�H[SHQVHV�LQFXUUHG�LQ�UHVSHFW�RI�WKRVH

SROLFLHV�DQG�SURYLGH�VRPH�EURDG�HTXLYDOHQFH�WR�DPRUWLVDWLRQ�LQ

GHWHUPLQLQJ�WD[DEOH�LQFRPH�UHODWLQJ�WR�WKH�HDUQLQJV�VWUHDPV�IURP�WKLV

EXVLQHVV�
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Taxation of superannuation business of life insurers

The Review’s
recommendations
will allow life
insurers to maintain
their current role in
respect of
superannuation
through the
establishment of
‘virtual PSTs’

��� )RU�OLIH�LQVXUHUV��WKH�WD[DWLRQ�RI�WKHLU�VXSHUDQQXDWLRQ�EXVLQHVV�KDV

DOVR�EHHQ�D�PDMRU�LVVXH���$�1HZ�7D[�6\VWHP�SURSRVHG�WKDW�DOO�WKH�LQFRPH

RI�OLIH�LQVXUHUV�³�DSDUW�IURP�UHWLUHPHQW�VDYLQJV�DFFRXQWV�³�EH�WD[HG�DW

WKH�FRPSDQ\�WD[�UDWH���7KLV�ZRXOG�KDYH�LPSDFWHG�RQ�WKH�VXSHUDQQXDWLRQ

EXVLQHVV�RI�OLIH�LQVXUHUV���$�3ODWIRUP�IRU�&RQVXOWDWLRQ�UHFRJQLVHG�WKLV�DQG

VXJJHVWHG�WKDW�DQ�HIILFLHQW�PHFKDQLVP�IRU�HQVXULQJ�SURPSW�UHIXQGV�RI

H[FHVV�LPSXWDWLRQ�FUHGLWV�LQ�UHVSHFW�RI�LQYHVWPHQW�UHWXUQV�DVVLJQHG�WR

VXSHUDQQXDWLRQ�IXQGV�ZRXOG�UHVXOW�LQ�WKHLU�HIIHFWLYH�WD[�UDWH�RI

���SHU�FHQW�EHLQJ�PDLQWDLQHG�

��� 5HDFWLQJ�VWURQJO\�WR�WKLV�SURSRVDO��WKH�LQGXVWU\�SRLQWHG�RXW�WKDW

DERXW����SHU�FHQW�RI�WKH�EXVLQHVV�RI�OLIH�LQVXUHUV�FRQVLVWV�RI�FRPSO\LQJ

VXSHUDQQXDWLRQ�EXVLQHVV�ZLWK�DURXQG������ELOOLRQ�RI�IXQGV�XQGHU

PDQDJHPHQW���7KH�LQGXVWU\�ZDV�FRQFHUQHG�WKDW�WKH�SURSRVHG�DSSURDFK

ZRXOG�SUHYHQW�WD[�SUHIHUUHG�LQFRPH�HDUQHG�E\�OLIH�LQVXUHUV�EHLQJ�SDVVHG

RQ�WD[�IUHH�WR�VXSHUDQQXDWLRQ�IXQGV���7KLV�ZRXOG�SXW�WKHP�DW�D

FRPSHWLWLYH�GLVDGYDQWDJH�DQG�UHVXOW�LQ�WKH�FXUUHQW�EXVLQHVV�EHLQJ

WUDQVIHUUHG�IURP�WKH�OLIH�LQVXUDQFH�LQGXVWU\�WR�SRROHG�VXSHUDQQXDWLRQ

WUXVWV��367V��RU�PDVWHU�VXSHUDQQXDWLRQ�WUXVWV��LQYROYLQJ�WKH�WUDQVIHU�RI

WKH������ELOOLRQ�RI�VHFXULWLHV�DQG�WKH�UHVXOWDQW�WUDQVDFWLRQ�FRVWV�

��� 7KH�LQGXVWU\�DUJXHG�WKDW�WKH�VXSHUDQQXDWLRQ�EXVLQHVV�RI�D�OLIH

LQVXUHU�VKRXOG�EH�WD[HG�DV�D�VXSHUDQQXDWLRQ�HQWLW\���7KH�5HYLHZ�KDV

UHFRJQLVHG�WKH�IRUFH�RI�WKLV�DUJXPHQW�DQG�WKDW�LW�DFFRUGV�ZLWK�WKH�JHQHUDO

SULQFLSOH�WKDW�VLPLODU�DFWLYLWLHV�VKRXOG�EH�WD[HG�LQ�D�VLPLODU�PDQQHU�

��� 7KH�5HYLHZ�LV�UHFRPPHQGLQJ�WKDW�OLIH�LQVXUHUV�EH�DEOH�WR�VHW�XS�D

¶YLUWXDO�367·�UDWKHU�WKDQ�KDYLQJ�WR�WUDQVIHU�WKH�H[LVWLQJ�SRRO�RI�DVVHWV�WR�D

QHZO\�HVWDEOLVKHG�367��WKXV�DYRLGLQJ�WKH�GLVUXSWLRQ�DQG�FRVWV�ZKLFK

ZRXOG�EH�LQYROYHG���$VVHWV�UHODWLQJ�WR�H[LVWLQJ�FRPSO\LQJ�VXSHUDQQXDWLRQ

EXVLQHVV�DQG�GHIHUUHG�DQQXLW\�EXVLQHVV�ZLOO�WKHQ�EH�WUDQVIHUUHG�WR�WKH

YLUWXDO�367���7KH�YLUWXDO�367�ZLOO�EH�UHTXLUHG�WR�EH�WUHDWHG�DV�D�VHSDUDWH

HQWLW\�ZLWKLQ�WKH�OLIH�LQVXUHU�ZLWK�VHSDUDWH�DFFRXQWV���,W�ZLOO�WKHQ�EH�WD[HG

RQ�WKH�VDPH�EDVLV�DV�RWKHU�367V���7KLV�SURSRVDO�ZLOO�DGGUHVV�WKH�OLIH

LQVXUHUV·�FRQFHUQV�DQG�DYRLG�WKH�H[SHQVLYH�DQG�GLIILFXOW�WDVN�RI

WUDQVIHUULQJ�DVVHWV�WR�D�VHSDUDWH�OHJDO�HQWLW\�
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Taxation of policyholders

Bonuses will carry
imputation credits
to reflect tax paid
by the life insurer

Policyholders will
be allowed the
option of having
bonuses allocated
annually and
taxed at that time
or on maturity and
only taxed then

��� $�1HZ�7D[�6\VWHP�DOVR�SURSRVHG�WKDW�SROLF\KROGHUV�EH�WD[HG�RQ�WKH

JURVVHG�XS�DPRXQW�RI�ERQXVHV�DOORFDWHG�WR�WKHP�ZLWK�WKH�LPSXWDWLRQ

FUHGLWV�UHIOHFWLQJ�WD[�SDLG�E\�WKH�OLIH�LQVXUHU�RQ�WKDW�LQFRPH�EHLQJ

UHIXQGDEOH�WR�WKH�SROLF\KROGHU���7KLV�ZLOO�EH�DQ�HTXLYDOHQW�WUHDWPHQW�WR

WKDW�DSSO\LQJ�WR�LQGLYLGXDOV�LQYHVWLQJ�WKURXJK�RWKHU�HQWLWLHV���+RZHYHU��LW

UDLVHG�WKH�LVVXH�RI�KRZ�WR�GHDO�ZLWK�WKH�SRVVLELOLW\�WKDW�SROLF\KROGHUV�PD\

EH�WD[HG�RQ�ERQXVHV�DOORFDWHG�EXW�QRW�\HW�SDLG�

��� $�3ODWIRUP�IRU�&RQVXOWDWLRQ��SDJHV����������FDQYDVVHG�WKUHH�RSWLRQV

DQG�WKHVH�ZHUH�DGGUHVVHG�LQ�WKH�FRQVXOWDWLRQ�SURFHVV���$V�D�UHVXOW�WKH

5HYLHZ�LV�UHFRPPHQGLQJ�WKDW�OLIH�LQVXUHUV�ZLOO�EH�DEOH�WR�RIIHU�SROLFLHV

WKDW�

� DOORFDWH�DPRXQWV�IRU�WD[DWLRQ�SXUSRVHV�DQQXDOO\�ZLWK�WKH�WD[SD\HU

SD\LQJ�WD[�DW�WKDW�WLPH��RU

� DOORFDWH�DPRXQWV�IRU�WD[DWLRQ�SXUSRVHV�RQO\�RQ�WKH�VXUUHQGHU�RU

PDWXULW\�RI�WKH�SROLF\�ZLWK�WKH�WD[SD\HUV�SD\LQJ�WD[�DW�WKDW�WLPH�

��� ,W�LV�DQWLFLSDWHG�WKDW�WKH�ILUVW�W\SH�RI�SROLF\�PD\�EH�DWWUDFWLYH�WR

ORZHU�LQFRPH�WD[SD\HUV�ZKHUH�WKH�DYDLODELOLW\�RI�UHIXQGDEOH�LPSXWDWLRQ

FUHGLWV�ZLOO�UHVXOW�LQ�WKHP�UHFHLYLQJ�DQQXDO�QHW�UHIXQGV�RI�WD[�XQGHU�VXFK

SROLFLHV���&RQYHUVHO\��KLJKHU�LQFRPH�WD[SD\HUV�ZLOO�SUREDEO\�SUHIHU�WKH

VHFRQG�W\SH�EHFDXVH�LW�RIIHUV�WKH�VDPH�WD[�GHIHUUDO�DGYDQWDJHV�DV�WKRVH

JDLQHG�ZKHQ�FRPSDQLHV�UHWDLQ�LQFRPH�UDWKHU�WKDQ�SD\�DQQXDO�GLYLGHQGV�

Consolidated groups

Consolidation will
allow a significant
reduction in
compliance costs
for company
groups while also
reinforcing the
integrity of the tax
system

��� $�1HZ�7D[�6\VWHP�LGHQWLILHG�WKDW�WKH�H[LVWLQJ�ORVV�DQG�DVVHW�WUDQVIHU

SURYLVLRQV�IRU�ZKROO\�RZQHG�JURXSV�RI�FRPSDQLHV�IDFLOLWDWHG�WKH�FUHDWLRQ

RI�DUWLILFLDO�ORVVHV�DQG�UHSOLFDWLRQ�RI�ORVVHV�LQ�FRPSDQ\�JURXSV���,W�LV�DOVR

SRVVLEOH�IRU�JURXS�FRPSDQLHV�WR�JDLQ�XQLQWHQGHG�WD[�DGYDQWDJHV�E\

GHDOLQJ�DPRQJ�WKHPVHOYHV���$QWL�DYRLGDQFH�SURYLVLRQV�WR�DGGUHVV�WKHVH

RXWFRPHV�DUH�FRPSOH[��DGGLQJ�WR�DGPLQLVWUDWLYH�DQG�FRPSOLDQFH�FRVWV�

DQG�KDYH�EHHQ�XQDEOH�WR�NHHS�XS�ZLWK�WKH�JURZLQJ�DGRSWLRQ�RI�YDULRXV

WD[�VWUDWHJLHV�DLPHG�DW�DFKLHYLQJ�WKHVH�NLQGV�RI�XQGHVLUDEOH�RXWFRPHV�

��� ,Q�UHVSRQVH��$�1HZ�7D[�6\VWHP�DQQRXQFHG�WKH�*RYHUQPHQW·V

LQWHQWLRQ�WR�FRQVXOW�ZLWK�WKH�EXVLQHVV�FRPPXQLW\�RQ�D�PRYH�WRZDUGV

DOORZLQJ�ZKROO\�RZQHG�JURXSV�RI�$XVWUDOLDQ�UHVLGHQW�FRPSDQLHV��IL[HG

WUXVWV�DQG�FR�RSHUDWLYHV�WR�FRQVROLGDWH�WKHLU�WD[�SRVLWLRQ���7KH

FRQVXOWDWLRQ�ZDV�WR�EH�VXEMHFW�WR�WKH�IROORZLQJ�SULQFLSOHV�

� LQWUD�JURXS�GHDOLQJV�ZRXOG�EH�LJQRUHG�IRU�WKH�SXUSRVHV�RI�WKH�JURXS·V

WD[�DVVHVVPHQW�

� HOLJLEOH�JURXSV�ZRXOG�EH�DEOH�WR�PDNH�DQ�LUUHYRFDEOH�FKRLFH�WR
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FRQVROLGDWH�WKH�ZKROH�JURXS�UDWKHU�WKDQ�KDYH�DOO�HQWLWLHV�LQ�WKH�JURXS

VXEMHFW�WR�VHSDUDWH�WD[�WUHDWPHQW�

� WKH�H[LVWLQJ�JURXS�FRQFHVVLRQV�ZRXOG�EH�UHSODFHG�E\�FRQVROLGDWLRQ

DQG��WKHUHIRUH��UHSHDOHG�

� FRPSDQLHV�RU�WUXVWV�HQWHULQJ�D�FRQVROLGDWHG�JURXS�ZRXOG�EH�DEOH�WR

EULQJ�IUDQNLQJ�DFFRXQW�EDODQFHV�LQWR�WKH�JURXS�DQG�DOVR�FDUU\�IRUZDUG

ORVVHV�RQ�D�EDVLV�FRQVLVWHQW�ZLWK�WKH�SULQFLSOHV�XQGHUO\LQJ�WKH�H[LVWLQJ

ODZ�

� H[LW�SURYLVLRQV�ZRXOG�GHWHUPLQH�HTXLW\�FRVW�EDVHV�IRU�HQWLWLHV�OHDYLQJ

D�FRQVROLGDWHG�JURXS�E\�UHIHUHQFH�WR�DVVHW�FRVW�EDVHV�DQG�HTXLW\�FRVW

EDVHV�RQ�HQWU\�DQG�WR�DQ\�FRVW�EDVH�DGMXVWPHQWV�QHFHVVDU\�GXULQJ

FRQVROLGDWLRQ��DQG

� FRPSDQLHV�DQG�WUXVWV�H[LWLQJ�D�FRQWLQXLQJ�JURXS�ZRXOG�EH�XQDEOH�WR

WDNH�FDUU\�IRUZDUG�ORVVHV�RU�IUDQNLQJ�DFFRXQW�EDODQFHV�ZLWK�WKHP�

7KH�ORVVHV�DQG�IUDQNLQJ�DFFRXQW�EDODQFHV�ZRXOG�VWD\�ZLWK�WKH

FRQWLQXLQJ�JURXS�

The logic of
allowing the tax
system to ignore
internal
transactions is
compelling

��� &RQVROLGDWLRQ�FOHDUO\�KDV�WKH�SRWHQWLDO�WR�GHOLYHU�VLJQLILFDQW

HIILFLHQF\�JDLQV�ERWK�WR�HQWLW\�JURXSV�DQG�WKH�WD[�DXWKRULWLHV���7KH�ORJLF

RI�DOORZLQJ�WKH�WD[�V\VWHP�WR�LJQRUH�ZKDW�DUH�HVVHQWLDOO\�LQWHUQDO

WUDQVDFWLRQV�DSSHDUV�FRPSHOOLQJ�WR�WKH�5HYLHZ�

��� 7KH�5HYLHZ�LV�DOVR�UHFRPPHQGLQJ�D�PRUH�JHQHURXV�WUHDWPHQW�IRU

ORVVHV�ZKHUH�HQWLWLHV�FRQVROLGDWH���%URDGO\��DQ�HQWLW\�ZLWK�FDUU\�IRUZDUG

ORVVHV�ZKLFK�VDWLVI\�WKH�FRQWLQXLW\�RI�RZQHUVKLS�WHVW�ZLOO�EH�DEOH�WR�EULQJ

WKRVH�ORVVHV�LQWR�WKH�FRQVROLGDWHG�JURXS��WKH�SRUWLRQ�RI�WKH�ORVVHV�ZKLFK

UHODWH�WR�WKH�JURXS·V�LQWHUHVW�LQ�WKH�HQWLW\�DW�WKH�WLPH�WKH�ORVVHV�ZHUH

LQFXUUHG�PD\�EH�FODLPHG�LPPHGLDWHO\��ZKLOH�WKH�UHPDLQLQJ�DPRXQW�PD\

EH�FODLPHG�RYHU���\HDUV�

��� 6RPH�VXEPLVVLRQV�WR�WKH�5HYLHZ�KDYH�DUJXHG�IRU�UHWHQWLRQ�RI�WKH

SUHVHQW�V\VWHP�EXW�KDYH�QRW�VKRZQ�KRZ�WKH�DFNQRZOHGJHG�IODZV�WR�WKDW

V\VWHP�FRXOG�EH�HIIHFWLYHO\�RYHUFRPH���&RQFHUQV�DERXW�FRPSOH[LW\

FRPPRQO\�FLWH�WKH�86�V\VWHP�DV�HYLGHQFH���&RPSOH[LW\�LQ�WKH�86�GHULYHV

IURP�WKH����SHU�FHQW�RZQHUVKLS�WKUHVKROG�IRU�LQFOXGLQJ�VXEVLGLDULHV�LQ�D

FRQVROLGDWHG�JURXS��DQG�WKH�FRQVHTXHQW�QHHG�WR�DFFRXQW�IRU�PLQRULW\

LQWHUHVWV���7KH�5HYLHZ·V�SURSRVDO�ZLOO�UHTXLUH�����SHU�FHQW�RZQHUVKLS�IRU

WKH�SXUSRVHV�RI�FRQVROLGDWLRQ�DQG�VR�WKH�WUHDWPHQW�RI�PLQRULW\�LQWHUHVWV

GRHV�QRW�DULVH�

��� %XVLQHVV�DOVR�UDLVHG�D�QXPEHU�RI�RWKHU�FRQFHUQV�DERXW�WKH�EDVLF

DSSURDFK�VHW�RXW�LQ�$�3ODWIRUP�IRU�&RQVXOWDWLRQ���7KHUH�ZDV�FRQFHUQ�DERXW

WKH�QHHG�IRU�D�FRQVROLGDWHG�JURXS�WR�KDYH�DQ�$XVWUDOLDQ�UHVLGHQW�KHDG

HQWLW\�DQG�VRPH�FRQFHUQV�DERXW�WKH�SRVVLEOH�WUHDWPHQW�RI�ORVVHV�
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��� 7KH�5HYLHZ�KDV�DGGUHVVHG�WKHVH�FRQFHUQV�LQ�LWV�ILQDO

UHFRPPHQGDWLRQV�

Recognising direct investors and small
business

Flow-through taxation

A specific regime for collective investment vehicles

��� 7KH�5HYLHZ�EHOLHYHV�WKDW�LW�LV�YHU\�LPSRUWDQW�WKDW�VPDOO�LQYHVWRUV

KDYH�WKH�RSSRUWXQLW\�WR�LQYHVW�RQ�WKH�VDPH�EDVLV�DQG�ZLWK�VLPLODU

RSSRUWXQLWLHV�IRU�GLYHUVLILFDWLRQ�DV�PRUH�ZHDOWK\�LQGLYLGXDOV�

The CIV regime will
put small investors
on the same
footing as direct
investors

��� :HDOWK\�LQGLYLGXDOV�KDYH�WKH�FDSDFLW\�WR�LQYHVW�GLUHFWO\�LQ�D�UDQJH

RI�DVVHWV���,I�WKH�UHWXUQV�IURP�WKRVH�DVVHWV�DUH�WD[HG�RQ�D�FRQFHVVLRQDO

EDVLV�WKH�GLUHFW�LQYHVWRUV�UHWDLQ�WKH�EHQHILW�RI�WKRVH�FRQFHVVLRQV���2WKHU

LQGLYLGXDOV�QHHG�WR�LQYHVW�WKURXJK�D�FROOHFWLYH�LQYHVWPHQW�YHKLFOH��&,9�

LQ�RUGHU�WR�REWDLQ�WKH�EHQHILWV�RI�D�GLYHUVLILHG�LQYHVWPHQW�SRUWIROLR�

+RZHYHU��LI�WKH�&,9�ZHUH�WR�EH�WD[HG�DV�DQ�HQWLW\�WKH�EHQHILWV�RI�DQ\�WD[

FRQFHVVLRQV�ZRXOG�EH�¶FODZHG�EDFN·�E\�WKH�LPSXWDWLRQ�V\VWHP���7KLV

ZRXOG�SODFH�WKHVH�LQGLYLGXDOV�DW�D�GLVDGYDQWDJH�FRPSDUHG�ZLWK�ZHDOWKLHU

LQGLYLGXDOV�

��� ,Q�UHFRJQLWLRQ�RI�VXFK�SUREOHPV�WKH�5HYLHZ�LV�UHFRPPHQGLQJ�WKDW

LQYHVWPHQWV�WKURXJK�&,9V�EH�WD[HG�RQ�D�IORZ�WKURXJK�EDVLV�

7D[�SUHIHUUHG�LQFRPH�GLVWULEXWHG�WR�PHPEHUV�E\�&,9V�ZLOO�EH�H[HPSW

IURP�WD[DWLRQ��SODFLQJ�WKHVH�LQYHVWRUV�LQ�WKH�VDPH�SRVLWLRQ�DV�WKRVH�ZKR

LQYHVW�GLUHFWO\�

��� (OLJLELOLW\�FULWHULD�ZLOO�QHHGHG�WR�HQVXUH�WKDW�&,9V�GR�QRW�XVH�WKLV

WD[�WUHDWPHQW�WR�FRPSHWH�XQIDLUO\�ZLWK�RUGLQDU\�EXVLQHVVHV�FDUULHG�RQ�E\

HQWLWLHV���(QWLWLHV�ZLVKLQJ�WR�TXDOLI\�IRU�&,9�WUHDWPHQW�ZLOO�KDYH�WR�

� EH�XQLW�WUXVWV�

� EH�ZLGHO\�KHOG�

� KDYH�D�VLQJOH�FODVV�RI�PHPEHUVKLS�LQWHUHVW�

� LQYHVW�RQO\�LQ�¶HOLJLEOH�LQYHVWPHQW�DFWLYLW\·�³�HVVHQWLDOO\�SDVVLYH

LQYHVWPHQWV�

� PDNH�D�RQH�WLPH�HOHFWLRQ�WR�EH�H[FOXGHG�IURP�WKH�HQWLW\�WD[�UHJLPH�

DQG

� GLVWULEXWH�DOO��RU�YLUWXDOO\�DOO��RI�WKHLU�WD[DEOH�LQFRPH�HDFK�\HDU�
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5HLQYHVWPHQW�DUUDQJHPHQWV�ZLOO�EH�DOORZHG�

��� ,QFRPH�HDUQHG�WKURXJK�D�&,9�ZLOO�UHWDLQ�LWV�FKDUDFWHU�DV��IRU

H[DPSOH��FDSLWDO�JDLQV��GLYLGHQGV�RU�LQWHUHVW���7KLV�LV�SDUWLFXODUO\

LPSRUWDQW�IRU�QRQ�UHVLGHQWV·�LQYHVWPHQWV�LQ�&,9V�ZKHUH�GLIIHUHQW�WD[

WUHDWPHQWV�FDQ�DSSO\�WR�GLIIHUHQW�W\SHV�RI�LQFRPH�

Rationalising the taxation of partnerships
and other joint activities

Current
arrangements
provide
opportunities for
tax avoidance

��� 7KH�FXUUHQW�WD[�WUHDWPHQW�RI�WKH�DVVHWV�RI�D�SDUWQHUVKLS�XVHV�DQ

HQWLW\�DSSURDFK�IRU�WKH�SXUSRVHV�RI�GHSUHFLDWLRQ�LQ�WKDW�WKH�GHSUHFLDWLRQ

DOORZDQFHV�DUH�XVHG�LQ�FDOFXODWLQJ�WKH�WD[DEOH�LQFRPH�RI�WKH�SDUWQHUVKLS

HDFK�\HDU���:KHQ�D�SDUWQHUVKLS�GLVSRVHV�RI�D�GHSUHFLDEOH�DVVHW��LW

DFFRXQWV�IRU�DQ\�EDODQFLQJ�JDLQ�RU�ORVV�DULVLQJ�IURP�WKH�GLVSRVDO�

��� +RZHYHU��ZKHQ�DQ�LQWHUHVW�LQ�D�SDUWQHUVKLS�LV�VROG��IRU�H[DPSOH��DQ

RXWJRLQJ�SDUWQHU�VHOOV�KLV�KHU�LQWHUHVW�WR�DQ�LQFRPLQJ�SDUWQHU���WKH

DSSURDFK�LV�WR�WUHDW�WKH�ZKROH�RI�WKH�DVVHW�DV�EHLQJ�GLVSRVHG�RI�E\�WKH

ROG�SDUWQHUVKLS�WR�WKH�QHZ�SDUWQHUVKLS�DW�LWV�PDUNHW�YDOXH���:KHUH�WKH

PDUNHW�YDOXH�RI�WKH�DVVHW�H[FHHGV�LWV�WD[�YDOXH��WKDW�ZRXOG�UHVXOW�LQ

FRQWLQXLQJ�SDUWQHUV�EHLQJ�WD[HG�RQ�XQUHDOLVHG�JDLQV�LQ�UHVSHFW�RI�WKHLU

FRQWLQXLQJ�LQWHUHVW�LQ�WKH�DVVHWV���7R�DOOHYLDWH�WKDW��RSWLRQDO�UROORYHU�UHOLHI

LV�SURYLGHG�ZKLFK�DOORZV�WKH�JDLQ�WR�EH�GHIHUUHG�XQWLO�WKH�FRQWLQXLQJ

SDUWQHUV·�LQWHUHVW�LQ�WKH�DVVHW�LV�VROG�

��� &KDSWHU����RI�$�3ODWIRUP�IRU�&RQVXOWDWLRQ�GHVFULEHG�WKH�SRVVLELOLWLHV

IRU�XVLQJ�WKH�UROORYHU�UHOLHI�WR�SHUPDQHQWO\�DYRLG�WD[�RQ�DVVHVVDEOH

EDODQFLQJ�FKDUJHV���,W�DOVR�GHVFULEHG�KRZ�WKH�UROORYHU�UHOLHI�DOORZV�IRU�WKH

WUDQVIHU�RI�XQUHDOLVHG�ORVVHV�DQG�\HW�DOORZV�WKH�RXWJRLQJ�SDUWQHU�WR

REWDLQ�D�FRUUHVSRQGLQJ�FDSLWDO�ORVV�

��� 7KH�SUREOHPV�ZLWK�WKH�UROORYHU�UHOLHI�FDQ�EH�DGGUHVVHG�E\

DEROLVKLQJ�WKH�FXUUHQW�DSSURDFK�DQG�LQVWHDG�UHTXLULQJ�SDUWQHUV�WR�XVH�WKH

IUDFWLRQDO�DSSURDFK���8QGHU�WKDW�DSSURDFK��SDUWQHUV�VHSDUDWHO\�DFFRXQW

IRU�WKHLU�VKDUH�LQ�DQ\�SDUWQHUVKLS�WUDQVDFWLRQV�DQG�DVVHWV���7KDW�DSSURDFK

FRXOG��KRZHYHU��KDYH�VLJQLILFDQWO\�KLJKHU�FRPSOLDQFH�FRVWV��SDUWLFXODUO\

IRU�WKRVH�SDUWQHUVKLSV�ZLWK�PDQ\�LQGLYLGXDO�DVVHWV�DQG�ZKRVH�SDUWQHUV

DUH�FRQWLQXDOO\�FKDQJLQJ���$Q�DOWHUQDWLYH�DSSURDFK�ZRXOG�EH�WR�PRGLI\

WKH�FXUUHQW�HQWLW\�DSSURDFK�E\�WD[LQJ�GLVSRVDOV�RI�LQWHUHVWV�LQ

SDUWQHUVKLSV�LQ�D�PDQQHU�VLPLODU�WR�WKH�FXUUHQW�WUHDWPHQW�RI�GLVSRVDO�RI

FRPSDQ\�VKDUHV�DQG�WUXVW�XQLWV���7KDW�DSSURDFK�ZRXOG�UHVROYH�WKH

SUREOHPV�ZLWK�WKH�UROORYHU�UHOLHI�DQG�VKRXOG�EH�VLPSOHU�WR�FRPSO\�ZLWK�

EXW�ZRXOG�LQWURGXFH�VRPH�WD[�WLPLQJ�GLVDGYDQWDJHV�IRU�WD[SD\HUV�
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There will be the
option of a
fractional interest
approach or a joint
approach
combining both
fractional interest
and a modified
entity approach

��� 7R�EDODQFH�WKH�QHHG�IRU�LQWHJULW\�LQ�WKH�ODZ�RQ�RQH�KDQG�DQG�WKH

FRVW�RI�FRPSOLDQFH�IRU�WD[SD\HUV�RQ�WKH�RWKHU��WKH�5HYLHZ�SURSRVHV�WKDW

WD[SD\HUV�EH�JLYHQ�WKH�RSWLRQ�RI�DGRSWLQJ�HLWKHU�WKH�IUDFWLRQDO�LQWHUHVW

DSSURDFK�RU�D�MRLQW�DSSURDFK���7KLV�ZLOO�DOORZ�VRPH�DVVHWV�DQG

WUDQVDFWLRQV�WR�EH�WD[HG�XQGHU�WKH�IUDFWLRQDO�LQWHUHVW�DSSURDFK�DQG

RWKHUV�XQGHU�D�PRGLILHG�HQWLW\�DSSURDFK�

Small business initiatives

The Government
imposes significant
costs on small
business through
using them as
unpaid agents

��� 6PDOO�EXVLQHVVHV�ZLWK�DQQXDO�WXUQRYHU�EHORZ����PLOOLRQ�UHSUHVHQW

RYHU���������EXVLQHVVHV���7KHVH�EXVLQHVVHV�ILQG�WKH�FRPSOLDQFH�FRVWV

DVVRFLDWHG�ZLWK�WKH�WD[�V\VWHP�WR�EH�D�PDMRU�EXUGHQ���1RW�RQO\�GR�WKH\

LQFXU�FRQVLGHUDEOH�FRVWV�LQ�UHVSHFW�RI�WKHLU�RZQ�EXVLQHVV�LQFRPH��EXW

WKH\�DUH�DOVR�UHTXLUHG�WR�FROOHFW�WD[HV�LQ�UHVSHFW�RI�WKHLU�HPSOR\HHV·

LQFRPH�DQG�FDUU\�RXW�RWKHU�IXQFWLRQV�RQ�EHKDOI�RI�WKH�*RYHUQPHQW�

��� 7KH�5HYLHZ�EHOLHYHV�WKDW�WKH�JURZLQJ�EXUGHQ�EHLQJ�SODFHG�RQ

EXVLQHVV�WKURXJK�WKH�*RYHUQPHQW�UHTXLULQJ�WKHP�WR�DFW�DV�LWV�XQSDLG

DJHQWV�LV�D�VLJQLILFDQW�LVVXH���%XVLQHVVHV�KDYH�WR�FDUU\�RXW�LQ�UHVSHFW�RI

WKHLU�HPSOR\HHV�D�QXPEHU�RI�IXQFWLRQV�RQ�EHKDOI�RI�JRYHUQPHQW�ZKLFK

DUH�QRW�FHQWUDO�WR�WKHLU�RSHUDWLRQ���7KLV�LQFOXGHV�VXFK�VWDQGDUG�IXQFWLRQV

DV�FROOHFWLQJ�3$<(�WD[�LQVWDOPHQWV��EXW�FDQ�H[WHQG�WR�RWKHU�DUHDV�VXFK�DV

SUHVFULEHG�SD\PHQWV��UHSRUWDEOH�SD\PHQWV��VXSHUDQQXDWLRQ�JXDUDQWHH

FRQWULEXWLRQV��IULQJH�EHQHILWV�WD[��FKLOG�VXSSRUW�SD\PHQWV�DQG�+LJKHU

(GXFDWLRQ�&RQWULEXWLRQ�6FKHPH��+(&6��FRQWULEXWLRQV���,Q�DGGLWLRQ�WR

WKHVH�DFWLYLWLHV�WKHUH�LV�WKH�IXUWKHU�SURYLVLRQ�RI�VWDWLVWLFDO�GDWD�WR�WKH

$XVWUDOLDQ�%XUHDX�RI�6WDWLVWLFV�DQG�LQIRUPDWLRQ�UHODWHG�WR�VRFLDO�ZHOIDUH

VXFK�DV�VHSDUDWLRQ�SD\PHQWV�

��� 6RPH�RI�WKHVH�IXQFWLRQV��VXFK�DV�FROOHFWLQJ�3$<(�LQVWDOPHQWV��DUH

FORVHO\�DVVRFLDWHG�ZLWK�WKH�RSHUDWLRQ�RI�WKH�EXVLQHVV���:KLOH�WKLV�GRHV

QRW�GHWUDFW�IURP�WKH�DUJXPHQW�IRU�UHFRJQLVLQJ�WKH�FRVWV�WKH�WDVN�LPSRVHV

RQ�VPDOO�EXVLQHVV��DQG�WKDW�LW�LV�HVVHQWLDOO\�D�JRYHUQPHQW�IXQFWLRQ�WKDW�LV

EHLQJ�SHUIRUPHG��LW�GRHV�LPSO\�WKDW�FRQWLQXHG�FROOHFWLRQ�E\�VPDOO

EXVLQHVV�LV�OLNHO\�WR�EH�WKH�PRVW�HIILFLHQW�DSSURDFK���,Q�RWKHU�FDVHV��VXFK

DV�VHSDUDWLRQ�SD\PHQWV��+(&6�DQG�FKLOG�VXSSRUW�SD\PHQWV��WKH�FDVH�IRU

VPDOO�EXVLQHVV�FDUU\LQJ�RXW�WKHVH�IXQFWLRQV��HYHQ�LI�WKH\�ZHUH�DGHTXDWHO\

FRPSHQVDWHG��LV�OHVV�REYLRXV�

��� ,Q�VRPH�FDVHV�WKHVH�IXQFWLRQV�FDQ�JHQHUDWH�D�FDVK�IORZ�EHQHILW

ZKLFK�RIIVHWV�WR�VRPH�H[WHQW�WKH�FRVWV�WR�WKH�EXVLQHVV�RI�FDUU\LQJ�RXW

WKHVH�IXQFWLRQV���+RZHYHU��WKLV�LV�PRUH�OLNHO\�WR�EH�WKH�FDVH�IRU�ODUJHU

EXVLQHVVHV�DQG��LQ�DQ\�FDVH��WKH�GHJUHH�RI�DQ\�RIIVHW�YDULHV�VLJQLILFDQWO\�

6PDOO�EXVLQHVVHV�WHQG�WR�EH�SDUWLFXODUO\�GLVDGYDQWDJHG�E\�WKH�LPSRVLWLRQ

RI�WKHVH�JRYHUQPHQW�UHTXLUHPHQWV�
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��� 7KH�5HYLHZ�FRQVLGHUHG�PHDVXUHV�VSHFLILFDOO\�DLPHG�DW

FRPSHQVDWLQJ�VPDOO�EXVLQHVV�IRU�WKH�FRVWV�DVVRFLDWHG�ZLWK�FDUU\LQJ�RXW

WKHVH�IXQFWLRQV�IRU�JRYHUQPHQW���+RZHYHU��WKH�GLYHUVLW\�RI�IXQFWLRQV

SHUIRUPHG�DQG�WKH�GLYHUVLW\�RI�VPDOO�EXVLQHVV�LWVHOI�PDGH�LW�GLIILFXOW�WR

GHVLJQ�DQ�HIIHFWLYH�UHVSRQVH�WKDW�FRXOG�EH�GHOLYHUHG�HIILFLHQWO\�WKURXJK

WKH�WD[�V\VWHP���7KH�5HYLHZ�LV�ILUPO\�RI�WKH�YLHZ�WKDW�VRPH�UHFRJQLWLRQ

RI�WKLV�LV�MXVWLILHG�DQG�WKLV�ZDV�D�VXSSRUWLQJ�DUJXPHQW�LQ�IDYRXU�RI

UHGXFLQJ�VPDOO�EXVLQHVV�FRVWV�GLUHFWO\�DVVRFLDWHG�ZLWK�WKH�EXVLQHVV�WD[

V\VWHP�

Reducing the
compliance costs
of small business is
a high priority

��� 7KH�5HYLHZ�LV�UHFRPPHQGLQJ�WKDW�EXVLQHVVHV�ZLWK�DQ�DQQXDO

WXUQRYHU�RI�OHVV�WKDQ����PLOOLRQ�EH�JLYHQ�WKH�RSWLRQ�RI�DGRSWLQJ�D

VLPSOLILHG�WD[�V\VWHP�FRQVLVWLQJ�RI�

� D�FDVK�EDVLV�IRU�UHFRJQLVLQJ�EXVLQHVV�LQFRPH�DQG�FDVK�EDVHG

H[SHQGLWXUH�

� D�VLPSOLILHG��DQG�PRUH�JHQHURXV��GHSUHFLDWLRQ�V\VWHP���DQG

� D�VLPSOLILHG�WD[DWLRQ�WUHDWPHQW�IRU�WUDGLQJ�VWRFN�

��� 2YHU����SHU�FHQW�RI�EXVLQHVVHV�KDYH�DQQXDO�WXUQRYHU�EHORZ

���PLOOLRQ�UHSUHVHQWLQJ�RYHU���������EXVLQHVVHV���7DEOH���VKRZV�WKH

SHUFHQWDJHV�RI�VHOHFWHG�LQGXVWULHV�DFFRXQWHG�IRU�E\�EXVLQHVVHV�IDOOLQJ

LQWR�WKLV�FDWHJRU\�

Table 5 Percentage of industry accounted for and amount of tax paid
by businesses with annual turnover of less than $1 million

Industry % $m

Accommodation, Restaurants and Cafes 90 139

Construction 97 1,324

Cultural and Recreational Services 98 122

Finance, Insurance and Business Services 96 3,167

Manufacturing 85 429

Primary Production 99 1,029

Retail 89 443

Transport, Storage and Communication 96 433

Wholesale 79 318

��� 6PDOO�EXVLQHVV�SURSULHWRUV�PXVW�SUHSDUH�DQG�UHWDLQ�D�P\ULDG�RI

GRFXPHQWDWLRQ�IRU�WD[DWLRQ�DQG�RWKHU�SXUSRVHV�DQG�LQ�GRLQJ�VR�LQFXU

VXEVWDQWLDO�ODERXU�DQG�RWKHU�FRVWV���,Q�DGGLWLRQ��VPDOO�EXVLQHVVHV�DUH�OHVV

DEOH�WR�DIIRUG�DXWRPDWHG�V\VWHPV�RU�FRQYHUW�WR�QHZ�V\VWHPV�EHFDXVH

FRVWV�DUH�KLJK�DQG�FRQVLGHUDEOH�H[SHUWLVH�LV�RIWHQ�UHTXLUHG�

��� $OORZLQJ�VPDOO�EXVLQHVVHV�WR�GHWHUPLQH�WKHLU�LQFRPH�DQG

H[SHQGLWXUH�IRU�WD[�SXUSRVHV�RQ�D�FDVK�EDVLV�ZLOO�UHGXFH�WKHLU�FRPSOLDQFH

FRVWV�
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��� 6PDOO�EXVLQHVVHV�ZKLFK�HOHFW�WKH�FDVK�EDVLV�RI�DFFRXQWLQJ�ZLOO�XVH

VLPSOLILHG�GHSUHFLDWLRQ�DQG�WUDGLQJ�VWRFN�V\VWHPV���7KH�VLPSOLILHG

GHSUHFLDWLRQ�V\VWHP�ZLOO�DOORZ�

� DQ�LPPHGLDWH�ZULWH�RII�IRU�ZDVWLQJ�DVVHWV�ZKHUH�WKH�FRVW�RI�HDFK�DVVHW

LV�OHVV�WKDQ��������

� D�SRROLQJ�DUUDQJHPHQW�ZLWK�D�UDWH�RI����SHU�FHQW��GHFOLQLQJ�EDODQFH�

IRU�DOO�RWKHU�DVVHWV�ZLWK�DQ�HIIHFWLYH�OLIH�RI�OHVV�WKDQ����\HDUV���DQG

� D�ZULWH�RII�RI�SRRO�EDODQFHV�RI�OHVV�WKDQ��������

��� 7KH�VLPSOLILHG�GHSUHFLDWLRQ�UHJLPH�ZLOO�VLJQLILFDQWO\�UHGXFH�UHFRUG

NHHSLQJ�UHTXLUHPHQWV���,W�DOVR�SURYLGHV�DQ�HOHPHQW�RI�DFFHOHUDWLRQ

FRPSDUHG�ZLWK�WKH�XVH�RI�HIIHFWLYH�OLIH�GHSUHFLDWLRQ���)RU�WKRVH

EXVLQHVVHV�ZKLFK�ZLOO�QRW�EHQHILW�IURP�D�UHGXFWLRQ�LQ�WKH�FRPSDQ\�WD[

UDWH�WKLV�ZLOO�SURYLGH�VRPH�RIIVHW�IRU�WKH�ORVV�RI�DFFHOHUDWHG�GHSUHFLDWLRQ�

��� 7KH�VLPSOLILHG�WUDGLQJ�VWRFN�V\VWHP�ZLOO�DOORZ�

� EXVLQHVVHV�ZLWK�WUDGLQJ�VWRFN�RI�OHVV�WKDQ��������QRW�WR�EULQJ�WKHLU

WUDGLQJ�VWRFN�WR�DFFRXQW���DQG

� DQ\�LQFUHDVH�LQ�WKH�YDOXH�RI�WUDGLQJ�VWRFN�QRW�WR�EH�EURXJKW�WR

DFFRXQW�XQWLO�VXFK�WLPH�DV�WKH�LQFUHDVH�H[FHHGV��������

��� 2QFH�DJDLQ�WKH�PRWLYDWLRQ�LV�WR�UHGXFH�FRPSOLDQFH�FRVWV�RI�VPDOO

EXVLQHVV�ZKHUH�WKLV�FDQ�EH�DFKLHYHG�DW�DFFHSWDEOH�FRVWV�WR�RWKHU�WD[

V\VWHP�REMHFWLYHV�

Rationalisation of
CGT rollover and
exemption
provisions for small
business

��� 7KH�5HYLHZ�LV�UHFRPPHQGLQJ�WKDW�WKH�H[LVWLQJ�&*7�FRQFHVVLRQV

IRU�VPDOO�EXVLQHVV�EH�UDWLRQDOLVHG���7KH�FXUUHQW�&*7�UROORYHU�UHOLHI��WKH

&*7�UHWLUHPHQW�H[HPSWLRQ��DQG�WKH�&*7�JRRGZLOO�H[HPSWLRQ

SURYLVLRQV�DOO�KDYH�WKH�VDPH�XQGHUO\LQJ�REMHFWLYH�³�WKDW�LV�WR�SURYLGH

VPDOO�EXVLQHVV�SHRSOH�ZLWK�DFFHVV�WR�IXQGV�IRU�H[SDQVLRQ�RU�UHWLUHPHQW�

7KHVH�SURYLVLRQV�DUH�FRPSOLFDWHG�DQG�WKHUH�LV�VFRSH�WR�PHUJH�DQG

VLPSOLI\�WKHP�WR�PDNH�WKHP�RSHUDWH�PRUH�HIILFLHQWO\�

��� 7KH�UHFRPPHQGDWLRQ�ZLOO�SURYLGH�D����SHU�FHQW�H[HPSWLRQ�IURP

DOO�FDSLWDO�JDLQV�DULVLQJ�IURP�WKH�GLVSRVDO�RI�WKH�DFWLYH�DVVHWV�RI�D�EXVLQHVV

ZLWK�QHW�DVVHWV�RI����PLOOLRQ�RU�OHVV���7KH�EDODQFH�RI�WKH�JDLQ�ZLOO�EH

HOLJLEOH�IRU�UROORYHU�LQWR�QHZ�DVVHWV�RU�UHWLUHPHQW���)RU�LQGLYLGXDOV��WKH

VPDOO�EXVLQHVV�SURYLVLRQV�ZLOO�RSHUDWH�ZLWK�UHVSHFW�WR�WKH�&*7�OLDELOLW\

DIWHU�WKH�FDSLWDO�JDLQ�KDV�EHHQ�FDOFXODWHG�XQGHU�WKH�SURSRVHG�QHZ

DUUDQJHPHQWV�IRU�WKH�DVVHVVPHQW�RI�FDSLWDO�JDLQV���)RU�H[DPSOH��LI�D�VPDOO

EXVLQHVV�SHUVRQ�HOHFWV�WR�WDNH�KLV�RU�KHU�JDLQ�RQ�WKH����SHU�FHQW

UHGXFWLRQ�EDVLV��WKH�UHPDLQLQJ����SHU�FHQW�RI�JDLQ�RQ�DFWLYH�DVVHWV�ZLOO�EH

HOLJLEOH�IRU�H[HPSWLRQ�DQG�UROORYHU�
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Rewarding risk and innovation

Incentives for investing

The need for
reform of
Australia’s capital
gains tax was a
major focus of
submissions to the
Review

��� &RQVXOWDWLRQV�KDYH�KLJKOLJKWHG�WKH�FXUUHQW�FDSLWDO�JDLQV�WD[�UHJLPH

DV�DQ�DUHD�RI�PDMRU�FRQFHUQ�WR�WD[SD\HUV���7KH�5HYLHZ�EHOLHYHV�WKDW

UHIRUPV�WR�WKH�FXUUHQW�UHJLPH�FRXOG�VXEVWDQWLDOO\�LPSURYH�WKH�RSHUDWLRQ

RI�$XVWUDOLDQ�FDSLWDO�PDUNHWV�DQG�KHOS�VXSSRUW�D�VWURQJHU�LQYHVWPHQW

FXOWXUH�DPRQJVW�RUGLQDU\�$XVWUDOLDQV�

��� $XVWUDOLD�WD[HV�FDSLWDO�JDLQV�PRUH�KDUVKO\�WKDQ�PRVW�RWKHU

FRPSDUDEOH�FRXQWULHV�DQG�FHUWDLQO\�PRUH�KDUVKO\�WKDQ�RWKHU�FRXQWULHV�LQ

RXU�UHJLRQ�FRPSHWLQJ�IRU�LQWHUQDWLRQDO�LQYHVWPHQW���7KH�FRPSHWLWLRQ�IRU

GRPHVWLF�DQG�LQWHUQDWLRQDO�FDSLWDO�IRU�LQYHVWPHQW�LV�VWURQJ�DQG�OLNHO\�WR

EHFRPH�PRUH�LQWHQVH���)DLOXUH�WR�DWWUDFW�LQYHVWPHQW�IXQGV�ZLOO�PHDQ

ORZHU�OHYHOV�RI�HFRQRPLF�DFWLYLW\�DQG�IHZHU�MREV�

CGT reforms for individuals and superannuation funds

The Review is
recommending
major reforms to
the taxation of
capital gains of
individuals and
superannuation
funds

��� 7KH�5HYLHZ·V�UHFRPPHQGDWLRQV�LQ�UHVSHFW�RI�WKH�FDSLWDO�JDLQV�WD[

UHJLPH�IRU�LQGLYLGXDOV�ZLOO�KHOS�WR�VXSSRUW�D�VWURQJHU�LQYHVWPHQW�FXOWXUH

DPRQJVW�$XVWUDOLDQ�KRXVHKROGV���7KH�ZLGHVSUHDG�SULYDWLVDWLRQ�RI�PDMRU

SXEOLF�VHFWRU�HQWHUSULVHV�KDV�JUHDWO\�LQFUHDVHG�WKH�QXPEHU�RI�$XVWUDOLDQ

KRXVHKROGV�RZQLQJ�VKDUHV���$�OHVV�KDUVK�&*7�UHJLPH�ZKLFK�HQFRXUDJHV

WD[SD\HUV�WR�LQYHVW�LQ�VXFK�DVVHWV�ZLOO�KHOS�HQWUHQFK�DQG�EXLOG�XSRQ�WKHVH

FKDQJHV�

��� 7KH�5HYLHZ�LV�UHFRPPHQGLQJ�WKDW�IRU�LQGLYLGXDOV����SHU�FHQW�RI

WKH�FDSLWDO�JDLQ�RQ�DVVHWV�KHOG�IRU�D�\HDU�RU�PRUH�ZLOO�EH�LQFOXGHG�LQ�WKH

WD[DEOH�LQFRPH�RI�WKH�LQGLYLGXDO���7D[SD\HUV�ZLOO�KDYH�WKH�RSWLRQ�RI

EHLQJ�WD[HG�RQ�WKLV�EDVLV�RU�RQ�WKH�IXOO�QRPLQDO�JDLQ�DERYH�WKH�FRVW�EDVH

RI�WKH�DVVHW�LQGH[HG�WR����6HSWHPEHU��������7KLV�ZLOO�HQVXUH�WKDW�QR

WD[SD\HU�LV�WD[HG�RQ�FDSLWDO�JDLQV�DW�DQ�HIIHFWLYH�UDWH�LQ�H[FHVV�RI

���SHU�FHQW�RI�WKH�PDUJLQDO�UDWH�DSSO\LQJ�WR�RWKHU�LQFRPH�

��� 6XSHUDQQXDWLRQ�IXQGV�ZLOO�EH�DOORZHG�WKH�RSWLRQ�RI�LQFOXGLQJ�LQ

WKHLU�WD[DEOH�LQFRPH�WZR�WKLUGV�RI�WKH�QRPLQDO�FDSLWDO�JDLQ�RQ�HDFK�DVVHW

RU�IXOO�WD[DWLRQ�RQ�WKH�QRPLQDO�JDLQ�DGMXVWHG�IRU�DQ\�LQGH[DWLRQ�DFFUXHG

XS�WR����6HSWHPEHU������

Indexation and
averaging is to be
abolished

��� )XQGLQJ�WKLV�PDMRU�UHIRUP�ZLOO�EH�UHYHQXH�IURP�WKH�IUHH]LQJ�RI

LQGH[DWLRQ��WKH�DEROLWLRQ�RI�WKH�DYHUDJLQJ�SURYLVLRQV�DQG�LQFUHDVHG

UHDOLVDWLRQV�RI�FDSLWDO�JDLQV�DV�D�UHVXOW�RI�WKH�UHGXFHG�WD[DWLRQ���7KH

IUHH]LQJ�RI�LQGH[DWLRQ�ZLOO�LPSDFW�DGYHUVHO\�RQ�HQWLWLHV�EXW�WKH\�ZLOO

UHFHLYH�PDMRU�EHQHILWV�IURP�WKH�UHGXFWLRQ�LQ�WKH�FRPSDQ\�WD[�UDWH���,W�LV
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DOVR�OLNHO\�WKDW�WKH�ORZHU�FDSLWDO�JDLQV�WD[�RQ�VKDUHV�DQG�RWKHU

PHPEHUVKLS�LQWHUHVWV�KHOG�E\�LQGLYLGXDOV�ZLOO�LPSDFW�IDYRXUDEO\�RQ�WKH

FRVW�RI�FDSLWDO�IRU�HQWLWLHV���7KH�RQH�WKLUG�UHGXFWLRQ�LQ�WKH�HIIHFWLYH�WD[

UDWH�RQ�WKH�FDSLWDO�JDLQV�RI�VXSHUDQQXDWLRQ�IXQGV�LV�GHVLJQHG�WR�EH�D

EURDG�RIIVHW�IRU�WKH�ORVV�RI�LQGH[DWLRQ�EXW�KDV�EHHQ�VHW�RQ�WKH�JHQHURXV

VLGH�

��� $V�QRWHG�LQ�$�3ODWIRUP�IRU�&RQVXOWDWLRQ��WKH�FXUUHQW�DYHUDJLQJ�UHJLPH

KDV�OHG�WR�XQLQWHQGHG�RXWFRPHV�DW�FRQVLGHUDEOH�FRVW�WR�WKH�UHYHQXH�DQG

WKH�HTXLW\�RI�WKH�WD[�V\VWHP���7KH�PDMRU�UHGXFWLRQV�LQ�WKH�HIIHFWLYH�&*7

UDWH�RQ�PRVW�FDSLWDO�JDLQV�UHGXFHV�WKH�QHHG�IRU�DQ\�DYHUDJLQJ���7KH

KLJKHVW�UDWH�IRU�LQGLYLGXDOV�ZLOO�HIIHFWLYHO\�EH�������SHU�FHQW�LQFOXGLQJ�WKH

0HGLFDUH�OHY\�

��� $�QXPEHU�RI�VXEPLVVLRQV�DUJXHG�VWURQJO\�IRU�WKH�UHWHQWLRQ�RI

LQGH[DWLRQ�DQG�WKH�5HYLHZ�QRWHV�WKDW�WKHUH�ZLOO�EH�VRPH�LQYHVWPHQWV

ZKLFK�ZRXOG�UHFHLYH�EHWWHU�WUHDWPHQW�XQGHU�WKH�FXUUHQW�V\VWHP�WKDQ

XQGHU�WKH�SURSRVHG�UHIRUPV�

Proposed changes
will send a positive
signal to investors

��� 7KH�FKRLFH�FRPHV�GRZQ�WR�D�MXGJPHQW�DERXW�ZKLFK�V\VWHP�VHQGV

WKH�PRUH�SRVLWLYH�PHVVDJH�WR�SRWHQWLDO�LQYHVWRUV��ERWK�GRPHVWLF�DQG

QRQ�UHVLGHQW���7KH�5HYLHZ�EHOLHYHV�WKDW�D�VLJQLILFDQWO\�ORZHU�UDWH�IRU

LQGLYLGXDOV�DQG�VXSHUDQQXDWLRQ�IXQGV�LV�PRUH�HIIHFWLYH�LQ�WKLV�UHJDUG�DQG

VR�ZLOO�PDNH�D�PRUH�SRVLWLYH�FRQWULEXWLRQ�WR�WKH�GHYHORSPHQW�RI

$XVWUDOLD·V�FDSLWDO�PDUNHWV�DQG�D�VWURQJHU�LQYHVWPHQW�FXOWXUH�

Capital market incentives

Venture capital

Australia’s
relatively harsh
CGT regime
impacts adversely
on venture capital
investments

��� ,QYHVWPHQWV�LQ�VWDUW�XS�ILUPV�LQYROYHG�LQ�KLJK�WHFKQRORJ\�RU

LQQRYDWLYH�EXVLQHVVHV�W\SLFDOO\�SURYLGH�LQYHVWPHQW�UHWXUQV�LQ�WKH�IRUP�RI

FDSLWDO�JDLQV���7KH\�DOVR�WHQG�WR�EH�KLJKHU�ULVN�LQYHVWPHQWV���$XVWUDOLD·V

UHODWLYHO\�KDUVK�FDSLWDO�JDLQV�WD[�UHJLPH�LPSDFWV�VHYHUHO\�RQ�WKH�FDSDFLW\

RI�VXFK�ILUPV�WR�REWDLQ�LQYHVWRUV�LQ�$XVWUDOLD���$V�D�UHVXOW��$XVWUDOLD�ORVHV

PDQ\�VXFK�ILUPV�DV�WKH\�PRYH�RYHUVHDV�WR�REWDLQ�LQYHVWPHQW�IRU�IXUWKHU

GHYHORSPHQW���7KLV�UHGXFHV�WKH�LQFHQWLYH�IRU�RWKHU�LQQRYDWLYH�EXVLQHVVHV

WR�VHHN�WR�GHYHORS�LQ�$XVWUDOLD��DQG�$XVWUDOLD�ORVHV�WKH�VSLQ�RII

DGYDQWDJHV�RI�KDYLQJ�D�JURZLQJ�FRPPXQLW\�RI�KLJK�JURZWK��LQQRYDWLYH

FRPSDQLHV�

��� $�IXUWKHU�NQRFN�RQ�HIIHFW�LV�WKDW�WKH�GHYHORSPHQW�RI�DQ�HIIHFWLYH

YHQWXUH�FDSLWDO�PDUNHW�LQ�$XVWUDOLD�LV�FRQVWUDLQHG���$�YLFLRXV�FLUFOH

HPHUJHV�DV�LQYHVWRUV�DUH�UHOXFWDQW�WR�XQGHUWDNH�KLJK�ULVN�LQYHVWPHQW

XQGHU�$XVWUDOLD·V�FDSLWDO�JDLQV�WD[�UHJLPH��ILUPV�PRYH�RIIVKRUH�WR�REWDLQ

LQYHVWPHQW��DQG�WKHUH�DUH�IHZHU�H[DPSOHV�RI�$XVWUDOLDQ�VXFFHVV�VWRULHV�WR
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HQFRXUDJH�$XVWUDOLDQ�LQYHVWRUV�

Non-resident tax
exempt investors
to be exempt from
capital gains tax
on venture capital
investments

��� &RQVHTXHQWO\�WKH�5HYLHZ�LV�UHFRPPHQGLQJ�VLJQLILFDQW�&*7�UHOLHI

IRU�YHQWXUH�FDSLWDO���1RQ�UHVLGHQW�WD[²H[HPSW�SHQVLRQ�IXQGV��VXFK�DV�86

SHQVLRQ�IXQGV��ZLOO�EH�DOORZHG�WR�LQYHVW�LQ�YHQWXUH�FDSLWDO�SURMHFWV�LQ

$XVWUDOLD�DQG�EH�H[HPSW�IURP�FDSLWDO�JDLQV�WD[���7KLV�ZLOO�SURYLGH�86

SHQVLRQ�IXQGV�ZLWK�WKH�VDPH�WD[�WUHDWPHQW�WKH\�HQMR\�LQ�WKH�86�DQG�VR

DOORZ�$XVWUDOLDQ�LQYHVWPHQWV�WR�FRPSHWH�IRU�IXQGLQJ�RQ�DQ�HYHQ�IRRWLQJ

ZLWK�86�ILUPV���7KH�86�DOORZV�$XVWUDOLDQ�VXSHUDQQXDWLRQ�IXQGV�WR�EH

WD[�H[HPSW�LQ�UHVSHFW�RI�FDSLWDO�JDLQV�RQ�LQYHVWPHQWV�LQ�WKH�86�

��� $�PRUH�YLEUDQW�DQG�VXFFHVVIXO�YHQWXUH�FDSLWDO�LQGXVWU\�LQ�$XVWUDOLD

ZLOO�GR�PXFK�WR�HQFRXUDJH�$XVWUDOLDQ�LQYHVWRUV�WR�FRPPLW�IXQGV�WR�WKHVH

W\SHV�RI�ILUPV���7KH�FROOHFWLYH�LQYHVWPHQW�UHJLPH��&,9V��UHFRPPHQGHG

E\�WKH�5HYLHZ�ZLOO�HQVXUH�WKDW�VPDOO�LQYHVWRUV�KDYH�WKH�RSSRUWXQLW\�WR

SDUWLFLSDWH�LQ�VXFK�LQYHVWPHQWV�ZKLOH�GLYHUVLI\LQJ�WKH�ULVN�WR�DFFHSWDEOH

OHYHOV���7KH�VFULS�IRU�VFULS�UROORYHU�UHOLHI�UHFRPPHQGHG�E\�WKH�5HYLHZ

ZLOO�DOVR�SURYLGH�VLJQLILFDQWO\�LPSURYHG�LQFHQWLYHV�IRU�WKLV�NLQG�RI

DFWLYLW\�WR�WDNH�SODFH�LQ�$XVWUDOLD�

Scrip-for-scrip rollovers

��� 7KH�EXVLQHVV�FRPPXQLW\�KDV�ORQJ�FODLPHG�WKDW�WKH�DEVHQFH�RI

&*7�UROORYHU�UHOLHI�IRU�VFULS�IRU�VFULS�WDNHRYHUV�EHWZHHQ�FRPSDQLHV�ZDV

D�PDMRU�EDUULHU�WR�UDWLRQDOLVLQJ�RI�$XVWUDOLDQ�EXVLQHVV�DQG�WKH�UHDOLVDWLRQ

RI�VLJQLILFDQW�HIILFLHQF\�JDLQV�

Rollovers to be
allowed for
scrip-for-scrip
transactions

��� 5ROORYHUV�ZLOO�EH�DOORZHG�IRU�VFULS�IRU�VFULS�WUDQVDFWLRQV�LQYROYLQJ

WDNHRYHUV�ZKHUH�DW�OHDVW����SHU�FHQW�RI�WKH�WDUJHW�HQWLW\�LV�KHOG�RQ

FRPSOHWLRQ�DQG�DW�OHDVW�RQH�RI�WKH�HQWLWLHV�LQYROYHG�LV�ZLGHO\�KHOG�

��� 7KLV�FKDQJH�LV�H[SHFWHG�WR�DOORZ�D�VLJQLILFDQW�UDWLRQDOLVDWLRQ�RI

PDQ\�$XVWUDOLDQ�EXVLQHVVHV�ZLWK�FRQVHTXHQW�EHQHILWV�LQ�WHUPV�RI

HFRQRPLF�JURZWK��UHWXUQV�WR�VKDUHKROGHUV�DQG�HPSOR\PHQW���,W�ZLOO�DOVR

DOORZ�VWDUW�XS�DQG�HDUO\�VWDJH�EXVLQHVVHV�WR�EH�DFTXLUHG�E\�ZLGHO\�KHOG

HQWLWLHV�ZLWKRXW�WULJJHULQJ�FDSLWDO�JDLQV�WD[�IRU�WKH�HQWUHSUHQHXUV�XQWLO

WKH\�UHDOLVH�WKHLU�LQYHVWPHQWV��WKHUHE\�HQFRXUDJLQJ�QHZ�YHQWXUHV�

Responding to globalisation

��� 7KH�LQWHUDFWLRQ�RI�WKH�$XVWUDOLDQ�EXVLQHVV�WD[�V\VWHP�ZLWK�WKH�UHVW

RI�WKH�ZRUOG�LV�D�FUXFLDO�GHWHUPLQDQW�RI�WKH�LQWHUQDWLRQDO�FRPSHWLWLYHQHVV

RI�$XVWUDOLDQ�EXVLQHVV���$UUDQJHPHQWV�LQ�WKLV�DUHD�QHHG�WR�VWULNH�D



Overview

80 A Tax System Redesigned

GHOLFDWH�EDODQFH�
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Australian
companies
operating in global
markets bring
advantages to
Australia

��� 7KHUH�DUH�PDMRU�DGYDQWDJHV�WR�$XVWUDOLD�LQ�$XVWUDOLDQ�FRPSDQLHV

H[SDQGLQJ�RYHUVHDV���7KH�JURZWK�DQG�GLYHUVLILFDWLRQ�RI�$XVWUDOLDQ

FRPSDQLHV�LQWR�ZRUOG�FODVV�EXVLQHVVHV�LV�FOHDUO\�FHQWUDO�WR�$XVWUDOLD·V

ORQJHU�WHUP�HFRQRPLF�GHYHORSPHQW�DQG�LW�LV�LPSRUWDQW�WKDW�WKH�WD[

V\VWHP�LV�DV�VXSSRUWLYH�DV�SRVVLEOH�RI�WKHVH�GHYHORSPHQWV�

��� 7KH�5HYLHZ·V�UHFRPPHQGDWLRQV�DUH�LQWHQGHG�WR�HQVXUH�WKDW

$XVWUDOLDQ�EXVLQHVV�LV�QRW�KLQGHUHG�IURP�H[SDQGLQJ�RYHUVHDV�DQG�WKDW

$XVWUDOLD�EHFRPHV�D�PRUH�DWWUDFWLYH�LQYHVWPHQW�GHVWLQDWLRQ�IRU�ERWK

UHVLGHQW�DQG�QRQ�UHVLGHQW�LQYHVWRUV���$W�WKH�VDPH�WLPH�WKH�5HYLHZ�KDV

EHHQ�FRQVFLRXV�RI�WKH�QHHG�WR�UHGXFH�RSSRUWXQLWLHV�IRU�DYRLGDQFH�DQG

HYDVLRQ�RI�WD[DWLRQ�WKURXJK�WKH�XVH�RI�RIIVKRUH�DUUDQJHPHQWV�

Foreign investment
brings major
benefits to
Australia

��� &OHDUO\�$XVWUDOLD�LV�DOVR�HQWLWOHG�WR�WD[�LQFRPH�HDUQHG�LQ�$XVWUDOLD

E\�IRUHLJQ�LQYHVWRUV�LQ�UHFRJQLWLRQ�RI�WKHLU�XVH�RI�*RYHUQPHQW�VHUYLFHV

DQG�LQIUDVWUXFWXUH�DQG��LQ�PDQ\�FDVHV��QDWLRQDO�UHVRXUFHV���2Q�WKH�RWKHU

KDQG��IRUHLJQ�LQYHVWPHQW�EULQJV�PDMRU�EHQHILWV�WR�WKH�$XVWUDOLDQ

FRPPXQLW\�WKURXJK�

� LQFUHDVHG�OHYHOV�RI�LQYHVWPHQW�IXQGLQJ��KLJKHU�HFRQRPLF�JURZWK�DQG

LQFUHDVHG�HPSOR\PHQW��DQG

� WKH�SURYLVLRQ�RI�LPSRUWDQW�OLQNDJHV�WR�WKH�LQWHUQDWLRQDO�HFRQRP\�LQ

WHUPV�RI�WHFKQRORJ\��PDQDJHPHQW�H[SHUWLVH��DQG�DFFHVV�WR�RYHUVHDV

PDUNHWV�

��� :LWK�JOREDOLVDWLRQ�RI�HFRQRPLHV�EHFRPLQJ�LQFUHDVLQJO\�SHUYDVLYH

WKHUH�ZLOO�EH�LQFUHDVLQJ�FRPSHWLWLRQ�IRU�WKH�SRRO�RI�LQYHVWLEOH�IXQGV�LQ

WKH�LQWHUQDWLRQDO�PDUNHW�DQG�$XVWUDOLD�QHHGV�WR�EH�DEOH�WR�DWWUDFW�DQ

DSSURSULDWH�VKDUH�RI�WKHVH�IXQGV�LQ�WKH�LQWHUHVWV�RI�WKH�ZKROH

FRPPXQLW\�

Australians investing offshore

��� $�PDMRU�FRQFHUQ�RI�WKH�5HYLHZ�KDV�EHHQ�WKH�WUHDWPHQW�RI�IRUHLJQ

VRXUFH�LQFRPH�RI�$XVWUDOLDQ�FRPSDQLHV���$V�$XVWUDOLDQ�FRPSDQLHV�JURZ

LW�LV�LQHYLWDEOH�WKDW�WKH\�ZLOO�HDUQ�LQFUHDVLQJ�DPRXQWV�RI�WKHLU�LQFRPH

IURP�RYHUVHDV�

Providing an
imputation credit
for foreign DWT will
mitigate the
disincentive to
resident entities to
invest offshore

��� )RUHLJQ�VRXUFH�LQFRPH�UHSDWULDWHG�WR�$XVWUDOLD�IURP�FRPSDUDEO\

WD[HG�FRXQWULHV�LV�QRW�VXEMHFW�WR�$XVWUDOLDQ�FRPSDQ\�WD[�DQG�VR�GRHV�QRW

JLYH�ULVH�WR�LPSXWDWLRQ�FUHGLWV���,I�GLVWULEXWHG�WR�UHVLGHQW�VKDUHKROGHUV�

WKH�IRUHLJQ�WD[HV�DUH�LJQRUHG�DQG�WKH�GLVWULEXWLRQ�LV�VXEMHFW�WR�DQRWKHU

OD\HU�RI�WD[���7KLV�KDV�WKH�SRWHQWLDO�WR�GLVFRXUDJH�RIIVKRUH�LQYHVWPHQWV

WKDW�RIIHU�KLJKHU�UHWXUQV��DQG�KHQFH�PRUH�EHQHILW�WR�$XVWUDOLDQ

VKDUHKROGHUV��WKDQ�GRPHVWLF�LQYHVWPHQWV���)XUWKHUPRUH��GLUHFW

LQYHVWPHQWV�E\�UHVLGHQWV�LQ�RYHUVHDV�HQWLWLHV�DUH�DOUHDG\�DOORZHG�D�FUHGLW
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IRU�IRUHLJQ�':7�DQG�WKLV�WUHDWPHQW�LV�DOVR�DYDLODEOH�IRU�WUXVW

EHQHILFLDULHV��DQG�ZLOO�EH�FRQWLQXHG�XQGHU�WKH�UHFRPPHQGDWLRQV

FRQFHUQLQJ�UHVLGHQW�&,9V��

��� 7KH�5HYLHZ�LV�UHFRPPHQGLQJ�WKDW�$XVWUDOLD�DOORZ�D�FUHGLW�IRU

IRUHLJQ�':7�XS�WR����SHU�FHQW���7KLV�ZLOO�PLWLJDWH�WKH�GLVLQFHQWLYH�WR

UHVLGHQW�HQWLWLHV�WR�LQYHVW�RIIVKRUH�DQG�WR�UHSDWULDWH�GLYLGHQGV�WR

$XVWUDOLD���,W�ZLOO�HQVXUH�FRPSDUDELOLW\�RI�WUHDWPHQW�ZLWK�LQYHVWPHQWV

PDGH�E\�LQGLYLGXDOV�GLUHFWO\�LQWR�IRUHLJQ�FRPSDQLHV�RU�YLD�&,9V�

��� 7KH�LQFUHDVHG�DYDLODELOLW\�RI�IUDQNLQJ�FUHGLWV�DV�D�UHVXOW�RI�WKH

UHFRPPHQGDWLRQ�ZLOO�LPSURYH�WKH�DELOLW\�RI�$XVWUDOLDQ�HQWLWLHV�ZLWK

IRUHLJQ�VRXUFH�LQFRPH�WR�SD\�IUDQNHG�GLYLGHQGV�WR�$XVWUDOLDQ

VKDUHKROGHUV���+RZHYHU��VRPH�FRPSDQLHV�ZLWK�D�VLJQLILFDQW�SURSRUWLRQ

RI�IRUHLJQ�VRXUFH�LQFRPH�ZLOO�VWLOO�ILQG�LW�GLIILFXOW�WR�SD\�IXOO\�IUDQNHG

GLYLGHQGV�

��� $V�D�SRVVLEOH�UHVSRQVH��GLYLGHQG�VWUHDPLQJ�LQ�UHVSHFW�RI�IRUHLJQ

VRXUFH�LQFRPH�ZRXOG�DOORZ�DQ�$XVWUDOLDQ�HQWLW\�WR�GLUHFW�GLYLGHQGV

DULVLQJ�IURP�IRUHLJQ�VRXUFH�LQFRPH�WR�QRQ�UHVLGHQW�VKDUHKROGHUV�DQG

PD[LPLVH�WKH�IUDQNLQJ�FUHGLWV�DYDLODEOH�WR�UHVLGHQW�VKDUHKROGHUV���7KLV

ZRXOG�UHGXFH�WKH�GLVLQFHQWLYH�IRU�$XVWUDOLDQ�FRPSDQLHV�WR�LQFUHDVH�WKHLU

RYHUVHDV�RSHUDWLRQV�

Dividend
streaming would
also mitigate the
disincentive for
overseas
investment but
would not benefit
as large a range of
companies

��� +RZHYHU��GLYLGHQG�VWUHDPLQJ�RQO\�EHQHILWV�WKH�$XVWUDOLDQ

VKDUHKROGHUV�RI�WKRVH�FRPSDQLHV�ZLWK�ERWK�IRUHLJQ�VRXUFH�LQFRPH�DQG

QRQ�UHVLGHQW�VKDUHKROGHUV��DQG�LGHDOO\�LQ�WKH�VDPH�SURSRUWLRQ���,Q�IDFW��D

FRPSDQ\�ZLWK�IRUHLJQ�VRXUFH�LQFRPH�EXW�IHZ�RU�QR�IRUHLJQ�VKDUHKROGHUV

ZRXOG�XQGHU�GLYLGHQG�VWUHDPLQJ��KDYH�DQ�LQFHQWLYH�WR�LQFUHDVH�WKH

SURSRUWLRQ�RI�IRUHLJQ�VKDUHKROGHUV���7KLV�LV�EHFDXVH�DQ�LQFUHDVHG

SURSRUWLRQ�RI�IRUHLJQ�VKDUHKROGHUV�ZRXOG�DOORZ�D�ODUJHU�SURSRUWLRQ�RI

WKH�GLYLGHQGV�SDLG�WR�WKH�UHPDLQLQJ�GRPHVWLF�VKDUHKROGHUV�WR�EH�IUDQNHG�

��� 6WUHDPLQJ�ZRXOG�DOORZ�WKH�XQIUDQNHG�GLYLGHQGV�WR�EH�GLUHFWHG�WR

WKH�IRUHLJQ�VKDUHKROGHUV�EXW�ZRXOG�QRW�LPSURYH�WKH�SRVLWLRQ�RI�WKH

IRUHLJQ�VKDUHKROGHUV���7KLV�RXWFRPH�DULVHV�EHFDXVH�IRUHLJQ�VRXUFH

LQFRPH�SDLG�WR�QRQ�UHVLGHQW�VKDUHKROGHUV�LV�H[HPSW�IURP�':7�DV�D

UHVXOW�RI�$XVWUDOLD·V�)RUHLJQ�'LYLGHQG�$FFRXQW�DUUDQJHPHQWV�DQG

IUDQNHG�GLYLGHQGV�DUH�DOVR�H[HPSW�IURP�':7���&RQVHTXHQWO\�

QRQ�UHVLGHQW�LQYHVWRUV�DUH�XQDIIHFWHG�E\�DQ\�FKDQJH�LQ�WKH�PL[�RI�WKHVH

GLYLGHQGV�LQ�WKHLU�WRWDO�GLYLGHQG�LQFRPH�

��� 7KH�5HYLHZ�VHHV�FRQVLGHUDEOH�PHULW�LQ�DOORZLQJ�IRUHLJQ�GLYLGHQG

VWUHDPLQJ�EXW�WKH�UHYHQXH�FRVW�LV�VLJQLILFDQW�DQG�VR�LW�KDV�QRW�EHHQ

UHFRPPHQGHG�
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Recognising
imputation credits
that initially flow
offshore

��� $W�SUHVHQW�D�1HZ�=HDODQG�FRPSDQ\�RSHUDWLQJ�WKURXJK�D�VXEVLGLDU\

LQ�$XVWUDOLD�FDQ�HDUQ�LPSXWDWLRQ�FUHGLWV���+RZHYHU��ZKHQ�WKH�1HZ

=HDODQG�SDUHQW�FRPSDQ\�KDV�$XVWUDOLDQ�VKDUHKROGHUV�WKHUH�LV�D�FDVH�IRU

UHFRJQLVLQJ�WKDW�DQG�DOORZLQJ�WKH�SURSRUWLRQ�RI�$XVWUDOLDQ�HDUQHG

LQFRPH�DWWULEXWDEOH�WR�$XVWUDOLDQ�VKDUHKROGHUV�WR�IORZ�WKURXJK�WKH�1HZ

=HDODQG�SDUHQW�WR�WKRVH�VKDUHKROGHUV�ZLWK�$XVWUDOLDQ�LPSXWDWLRQ�FUHGLWV

DWWDFKHG�

��� 7KH�5HYLHZ�LV�UHFRPPHQGLQJ�WKDW�$XVWUDOLD�SURSRVH�VXFK�DQ

DUUDQJHPHQW�WR�1HZ�=HDODQG�RQ�D�UHFLSURFDO�EDVLV���7KDW�LV�1HZ�=HDODQG

LQYHVWRUV�LQ�$XVWUDOLDQ�FRPSDQLHV�ZLWK�1HZ�=HDODQG�RSHUDWLRQV�ZLOO�DOVR

EH�DOORZHG�VLPLODU�WUHDWPHQW�LQ�UHVSHFW�RI�1HZ�=HDODQG�LPSXWDWLRQ

FUHGLWV�

Foreign investment in Australia

A better treatment
for foreign
investment in
Australia

��� $V�QRWHG�HDUOLHU�QHLWKHU�WKH�SURSRVDOV�IRU�WKH�'&7�QRU�WKH

FRPSDQ\�WD[�':7�VZLWFK�FDQYDVVHG�LQ�$�3ODWIRUP�IRU�&RQVXOWDWLRQ�KDYH

EHHQ�UHFRPPHQGHG�E\�WKH�5HYLHZ���7KH�UHFRPPHQGHG�DOWHUQDWLYH�RI

WD[LQJ�LQWHU�HQWLW\�GLYLGHQGV�GRHV�QRW�LPSDFW�DGYHUVHO\�RQ�IRUHLJQ

LQYHVWRUV�DV�WKH�'&7�ZRXOG�KDYH�GRQH�

��� 7KH�SURSRVHG�&,9�DUUDQJHPHQWV�ZLOO�DOVR�IDFLOLWDWH�LQYHVWPHQW�E\

QRQ�UHVLGHQWV���,QFRPH�SDVVLQJ�WKURXJK�D�&,9�ZLOO�UHWDLQ�LWV�FKDUDFWHU�DV

GLYLGHQGV��LQWHUHVW��FDSLWDO�JDLQV�RU�RWKHU�IRUPV�RI�LQFRPH���7KLV�LV

SDUWLFXODUO\�LPSRUWDQW�IRU�QRQ�UHVLGHQWV�ZKHUH�GLIIHUHQW�IRUPV�RI�LQFRPH

DWWUDFW�GLIIHUHQW�WD[DWLRQ�WUHDWPHQWV��ERWK�LQ�$XVWUDOLD�DQG�LQ�WKHLU�KRPH

MXULVGLFWLRQV�

��� $XVWUDOLD�DOUHDG\�DOORZV�VR�FDOOHG�FRQGXLW�LQFRPH�³�IRUHLJQ

VRXUFH�LQFRPH�SDVVLQJ�WKURXJK�DQ�$XVWUDOLDQ�HQWLW\�WR�D�QRQ�UHVLGHQW

LQYHVWRU�³�H[HPSWLRQ�IURP�$XVWUDOLDQ�WD[�ZKHUH�WKDW�LQFRPH�KDV

DOUHDG\�EHHQ�WD[HG�DW�DQ�HIIHFWLYH�UDWH�FRPSDUDEOH�WR�WKDW�LPSRVHG�RQ

$XVWUDOLDQ�VRXUFH�LQFRPH���7KH�5HYLHZ�LV�UHFRPPHQGLQJ�WKDW�WKHVH

DUUDQJHPHQWV�EH�EURDGHQHG�WR�DOORZ�ZLGHU�DQG�PRUH�HIIHFWLYH�H[HPSWLRQ

RI�FRQGXLW�LQFRPH���+RZHYHU��WKH�H[HPSWLRQ�ZLOO�VWLOO�EH�GHSHQGHQW�RQ

WKH�LQFRPH�KDYLQJ�EHHQ�FRPSDUDEO\�WD[HG�

Allocating income between countries

Thin capitalisation
rules to be
reformed

��� 7KHUH�DUH�RSSRUWXQLWLHV�IRU�FRPSDQLHV�WR�VHHN�WR�WUDQVIHU�WD[DEOH

LQFRPH�IURP�RQH�MXULVGLFWLRQ�WR�DQRWKHU��IRU�H[DPSOH�E\�DGMXVWLQJ�WKH

JHDULQJ�RI�LQYHVWPHQWV���$Q�LQYHVWPHQW�LQ�D�KLJK�WD[�MXULVGLFWLRQ�FDQ�EH

KLJKO\�JHDUHG�VR�DV�WR�PLQLPLVH�WD[DEOH�LQFRPH�LQ�WKDW�MXULVGLFWLRQ�DQG

PD[LPLVH�LW�LQ�D�ORZ�WD[�MXULVGLFWLRQ���,W�LV�FRPPRQ�SUDFWLFH�IRU�FRXQWULHV

WR�KDYH�WKLQ�FDSLWDOLVDWLRQ�UXOHV�ZKLFK�OLPLW�WKH�GHJUHH�RI�JHDULQJ�WKDW�LV
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UHFRJQLVHG�IRU�WD[�SXUSRVHV�

��� $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\�RQO\�DGGUHVV

IRUHLJQ�UHODWHG�SDUW\�GHEW�DQG�IRUHLJQ�GHEW�FRYHUHG�E\�D�IRUPDO

JXDUDQWHH��UDWKHU�WKDQ�WRWDO�GHEW���7KH�5HYLHZ�LV�UHFRPPHQGLQJ�WKDW�WKH

SURYLVLRQV�KDYH�UHJDUG�WR�WRWDO�GHEW���$W�WKH�VDPH�WLPH�LW�LV

UHFRPPHQGLQJ�D�VDIH�KDUERXU�JHDULQJ�UDWLR�RI�����FRPSDUHG�ZLWK�WKH

UDWLR�LQ�WKH�FXUUHQW�WKLQ�FDSLWDOLVDWLRQ�SURYLVLRQV�RI�����IRU�WKH�PRUH

UHVWULFWHG�FODVV�RI�GHEW���7KH�SURSRVDOV�ZLOO�EULQJ�$XVWUDOLD�PRUH�LQWR�OLQH

ZLWK�RWKHU�FRXQWULHV�VXFK�DV�1HZ�=HDODQG�DQG�WKH�8QLWHG�.LQJGRP�

��� ,W�LV�DOVR�SURSRVHG�WR�H[SDQG�WKH�WKLQ�FDSLWDOLVDWLRQ�UXOHV�IRU

$XVWUDOLDQ�PXOWL�QDWLRQDO�HQWLWLHV�WKDW�KDYH�QRQ�SRUWIROLR�LQYHVWPHQWV�LQ

FRQWUROOHG�IRUHLJQ�HQWLWLHV�

��� 7KH�5HYLHZ�LV�DOVR�UHFRPPHQGLQJ�WKDW�IXUWKHU�FRQVLGHUDWLRQ�EH

JLYHQ�WR�SHUVRQDO�WD[DWLRQ�LVVXHV�UHODWLQJ�WR�IRUHLJQ�H[SDWULDWHV�DQG

GHSDUWLQJ�UHVLGHQWV���7KH�REMHFWLYH�ZRXOG�EH�WR�HQFRXUDJH�IXUWKHU

YHQWXUH�FDSLWDO�LQYHVWPHQW�LQ�$XVWUDOLD�DQG�SURPRWH�$XVWUDOLD�DV�D�JOREDO

ILQDQFLDO�FHQWUH�

Renegotiating
Double Tax
Agreements to be
a priority

��� 7KH�UHQHJRWLDWLRQ�RI�$XVWUDOLD·V�'RXEOH�7D[�$JUHHPHQW

DUUDQJHPHQWV�ZLWK�D�YLHZ�WR�UHGXFLQJ�WKH�OHYHO�RI�ZLWKKROGLQJ�WD[HV�DQG

JHQHUDOO\�XSGDWLQJ�WKH�WUHDWLHV�VKRXOG�DOVR�EH�D�SULRULW\�

Improving Australia’s international taxation
regime

��� ,QWHUQDWLRQDO�WD[DWLRQ�DUUDQJHPHQWV�DUH�DQ�H[WUHPHO\�FRPSOH[�DUHD

DQG��JLYHQ�WKH�WLPH�IUDPH�RI�WKH�5HYLHZ�DQG�WKH�EUHDGWK�RI�RWKHU

EXVLQHVV�WD[�LVVXHV�ZKLFK�KDG�WR�EH�FRQVLGHUHG��WKH�5HYLHZ�KDV�QRW�EHHQ

DEOH�WR�IXOO\�DGGUHVV�DOO�WKH�LVVXHV�LQ�WKLV�DUHD�

��� $�SDUWLFXODU�FRQFHUQ�LV�ZKHWKHU�WKHUH�DUH�UHPDLQLQJ�IHDWXUHV�RI�WKH

FXUUHQW�DUUDQJHPHQWV�ZKLFK�LPSDFW�RQ�WKH�GHFLVLRQV�RI�HQWLWLHV�WR�UHPDLQ

LQ�$XVWUDOLD�RU�WR�ORFDWH�KHUH�LQ�SUHIHUHQFH�WR�RWKHU�FRXQWULHV�

��� $QRWKHU�SULRULW\�DUHD�VKRXOG�EH�D�UHYLHZ�RI�$XVWUDOLD·V�IRUHLJQ

VRXUFH�LQFRPH�UXOHV�ZKLFK�LQFOXGH�WKH�FRQWUROOHG�IRUHLJQ�FRPSDQ\��DQG

IRUHLJQ�LQYHVWPHQW�IXQG��PHDVXUHV�

��� &RQVHTXHQWO\�WKH�5HYLHZ�LV�UHFRPPHQGLQJ�WKDW�WKHUH�EH�DQ

H[DPLQDWLRQ�RI�$XVWUDOLD·V�SROLF\�LQ�WKHVH�DUHDV�WR�HQVXUH�WKDW�WKH

LQWHUQDWLRQDOLVDWLRQ�DQG�H[SDQVLRQ�RI�$XVWUDOLDQ�EXVLQHVV�DUH�QRW

LPSHGHG�E\�LQDSSURSULDWH�WD[�DUUDQJHPHQWV�
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