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Achieving integrity through
the entity chain

Recommendation
11.1 Unfranked distributions between resident entities

7KDW�XQIUDQNHG�GLVWULEXWLRQV��RWKHU�WKDQ�GLVWULEXWLRQV�ZLWKLQ�D

FRQVROLGDWHG�JURXS��EHWZHHQ�UHVLGHQW�HQWLWLHV��LQFOXGLQJ�WUXVWV�DQG

FRPSDQLHV��EH�WD[HG�LQ�WKH�UHFLSLHQW�HQWLW\·V�KDQGV�

,Q�$�3ODWIRUP�IRU�&RQVXOWDWLRQ�³�VHH�2YHUYLHZ��SDJH�����DQG�&KDSWHU���

�SDJHV����������³�WKH�5HYLHZ�FDQYDVVHG�WKUHH�RSWLRQV�IRU�WUHDWLQJ�HQWLW\

GLVWULEXWLRQV�VR�DV�WR�DFKLHYH�LQWHJULW\�WKURXJK�WKH�HQWLW\�FKDLQ���7KH�WKUHH

RSWLRQV�ZHUH�WR�

� LPSRVH�D�GHIHUUHG�FRPSDQ\�WD[�

� DSSO\�D�UHVLGHQW�GLYLGHQG�ZLWKKROGLQJ�WD[��RU

� WD[�XQIUDQNHG�LQWHU�HQWLW\�GLVWULEXWLRQV�

(DFK�RSWLRQ�ZRXOG�KHOS�DGGUHVV�WKH�XQLQWHQGHG�ORRSKROHV�FUHDWHG�E\�WKH�ZD\

WKH�H[LVWLQJ�VHFWLRQ����UHEDWH�IUHHV�IURP�WD[�PRVW�XQIUDQNHG�GLYLGHQGV

EHWZHHQ�HQWLWLHV�DV�ZHOO�DV�WKH�DGGHG�FRPSOH[LW\�RI�WKH�ZLGH�UDQJH�RI

DVVRFLDWHG�DQG�RWKHU�VSHFLILF�DQWL�DYRLGDQFH�SURYLVLRQV�UHODWLQJ�WR�WKH

DYDLODELOLW\�RI�WKH�VHFWLRQ����UHEDWH�

'LVWULEXWLRQV�EHWZHHQ�HQWLWLHV�ZLWKLQ�D�FRQVROLGDWHG�JURXS�ZRXOG�QRW�EH

DIIHFWHG�E\�DQ\�RI�WKH�RSWLRQV���8QGHU�WKH�FRQVROLGDWLRQ�UHJLPH��VHH

6HFWLRQ�����DOO�LQWUD�JURXS�GLVWULEXWLRQV�ZLOO�EH�LJQRUHG�IRU�WD[�SXUSRVHV�

'HVSLWH�VLPSOLFLW\�DQG�FRPSOLDQFH�DGYDQWDJHV��WKH�PDLQ�SUREOHPV�ZLWK�WKH

GHIHUUHG�FRPSDQ\�WD[�ZRXOG�EH�WKH�DGYHUVH�LPSDFW�RQ�UHSRUWHG�DIWHU�WD[

SURILWV�RI�WKH�GLVWULEXWLQJ�HQWLW\�DQG�WKH�LPSDFW�RQ�QRQ�SRUWIROLR�GLVWULEXWLRQV

WR�IRUHLJQ�LQYHVWRUV���:KLOH�WKH�SURSRVHG�DFFRPSDQ\LQJ�FRPSDQ\

WD[�GLYLGHQG�ZLWKKROGLQJ�WD[��':7��¶VZLWFK·�ZRXOG�JHQHUDOO\�KDYH�LPSURYHG

WKH�SRVLWLRQ�RI�SRUWIROLR�LQYHVWRUV�XQGHU�GHIHUUHG�FRPSDQ\�WD[��FRQVXOWDWLRQV

VXJJHVWHG�WKDW�FUHGLWV�IRU�GHIHUUHG�FRPSDQ\�WD[�UHODWLQJ�WR�QRQ�SRUWIROLR

LQYHVWRUV�PD\�RQO\�DGG�WR�H[FHVV�IRUHLJQ�WD[�FUHGLWV���,Q�DGGLWLRQ�WKHUH�LV

XQFHUWDLQW\�DERXW�DFFHSWDQFH�RI�WKH�VZLWFK�E\�IRUHLJQ�MXULVGLFWLRQV�

5HVLGHQW�GLYLGHQG�ZLWKKROGLQJ�WD[�DQG�WD[LQJ�XQIUDQNHG�LQWHU�HQWLW\

GLVWULEXWLRQV�DUH�VLPLODU�WR�HDFK�RWKHU�LQ�WKDW�WKH\�ZRXOG�KDYH�QR�LPSDFW�RQ

UHSRUWHG�DIWHU�WD[�SURILWV�RI�WKH�HQWLW\�PDNLQJ�XQIUDQNHG�GLVWULEXWLRQV���7KH\

ZRXOG�DOVR�KDYH�VLPLODU�HIIHFW�WKURXJK�WKH�HQWLW\�FKDLQ�LQ�WKDW�WKH\�LPSRVH�WD[

RQ�WKH�HQWLW\�WKDW�UHFHLYHV�DQ�XQIUDQNHG�GLVWULEXWLRQ��DOWKRXJK�WKH�LPSDFW�PD\
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EH�GLIIHUHQW�ZKHUH�WKH�PHPEHU·V�LQYHVWPHQW�LV�JHDUHG�³�WKDW�LV��ZKHQ�WD[LQJ

XQIUDQNHG�LQWHU�HQWLW\�GLVWULEXWLRQV��QR�WD[�ZLOO�EH�SDLG�LI�WKHUH�DUH�VXIILFLHQW

GHGXFWLRQV�WR�RIIVHW�WKH�GLVWULEXWLRQ��\HW�XQGHU�WKH�UHVLGHQW�GLYLGHQG

ZLWKKROGLQJ�WD[��WKH�WD[�ZLOO�KDYH�DOUHDG\�EHHQ�ZLWKKHOG����%RWK�RSWLRQV�ZRXOG

DOVR�DSSO\�D�QRQ�UHVLGHQW�':7���JHQHUDOO\�DW�D����SHU�FHQW�UDWH���WR

XQIUDQNHG�GLVWULEXWLRQV�SDLG�GLUHFWO\�WR�IRUHLJQ�LQYHVWRUV��FRQVLVWHQW�ZLWK�WKH

H[LVWLQJ�ODZ�DQG�$XVWUDOLD·V�WD[�WUHDWLHV���1R�QRQ�UHVLGHQW�':7�ZRXOG�EH�SDLG

RQ�IUDQNHG�GLYLGHQGV�

'HVSLWH�WKH�VLPLODULWLHV��WD[LQJ�XQIUDQNHG�LQWHU�HQWLW\�GLVWULEXWLRQV�XQGHU

5HFRPPHQGDWLRQ������LV�OHVV�FRPSOH[�WKDQ�WKH�UHVLGHQW�GLYLGHQG�ZLWKKROGLQJ

WD[���7D[LQJ�XQIUDQNHG�LQWHU�HQWLW\�GLVWULEXWLRQV�PHDQV�WKDW�XQIUDQNHG

GLVWULEXWLRQV�WR�QRQ�UHVLGHQWV�ZLOO�FRQWLQXH�WR�KDYH�':7�DSSOLHG�GLUHFWO\�WR

WKHP��UDWKHU�WKDQ�WKH�UHIXQG�DUUDQJHPHQWV�WKDW�ZRXOG�EH�UHTXLUHG�ZLWK�WKH

UHVLGHQW�GLYLGHQG�ZLWKKROGLQJ�WD[�WR�DFKLHYH�WKH�':7�UHVXOW����$OVR��XQGHU�WKLV

DSSURDFK�ZLWKKROGLQJ�RI�WD[�IURP�XQIUDQNHG�GLVWULEXWLRQV�WR�DOO�UHVLGHQW

VKDUHKROGHUV�ZLWK�DVVRFLDWHG�UHSRUWLQJ�DQG�DGYLVLQJ�DUUDQJHPHQWV�LV�QRW

UHTXLUHG���,W�DOVR�UHGXFHV�WKH�LQVWDQFHV�LQ�ZKLFK�HDUO\�UHIXQGV�RI�LPSXWDWLRQ

FUHGLWV�ZLOO�EH�QHHGHG���$QG�WD[�LV�DOVR�QRW�LPSRVHG�RQ�XQIUDQNHG�GLVWULEXWLRQV

SDLG�GLUHFWO\�WR�WD[�H[HPSW�HQWLWLHV���2YHUDOO��WKH�UHFRPPHQGHG�DSSURDFK�ZLOO

LQYROYH�OHVV�FKDQJH�IURP�FXUUHQW�DUUDQJHPHQWV�

5HOHYDQW�DOVR�ZHUH�FRQFHUQV�WKDW�DSSO\LQJ�WKH�UHVLGHQW�GLYLGHQG�ZLWKKROGLQJ

WD[�RQ�FHUWDLQ�WUXVW�GLVWULEXWLRQV�WR�WKH�6WDWHV�PD\�JLYH�ULVH�WR�FRQVWLWXWLRQDO

LVVXHV�DVVRFLDWHG�ZLWK�LPSRVLQJ�WD[�LQ�UHODWLRQ�WR�SURSHUW\�RI�DQ\�NLQG

EHORQJLQJ�WR�D�6WDWH���7KH�WD[DWLRQ�RI�WUXVWV�OLNH�FRPSDQLHV�LV�VXEMHFW�WR�WKH

VDPH�OLPLWDWLRQV���+RZHYHU��WKHVH�FRQVWLWXWLRQDO�OLPLWDWLRQV�GHSHQG�RQ�WKH

SDUWLFXODU�QDWXUH�RI�D�6WDWH·V�LQWHUHVW�LQ�WKH�WUXVW�SURSHUW\�

7KH�PDLQ�GLVDGYDQWDJH�RI�WKH�UHFRPPHQGHG�RSWLRQ�LV�WKDW�LW�UHWDLQV�WKH�QHHG

IRU�WKH�SURYLVLRQV�UHODWLQJ�WR�WKH�GHWHUPLQDWLRQ�RI�IUDQNHG�DQG�XQIUDQNHG

GLYLGHQGV���,W�KDV�OHVV�LQKHUHQW�LQWHJULW\�WKDQ�UHVLGHQW�GLYLGHQG�ZLWKKROGLQJ�WD[

EHFDXVH�WD[�DSSOLHV�WR�WKH�UHFHLYHU�RI�GLYLGHQGV�UDWKHU�WKDQ�WKH�SD\HU���$V�ZHOO�

DQ�RQJRLQJ�RSSRUWXQLW\�UHPDLQV�IRU�GLYLGHQG�VWUHDPLQJ��EXW�WKLV�DOVR�H[LVWV

XQGHU�UHVLGHQW�GLYLGHQG�ZLWKKROGLQJ�WD[����8QGHU�XQLILHG�HQWLW\�WD[DWLRQ��WKHVH

GLVDGYDQWDJHV�WKDW�DSSO\�LQ�UHODWLRQ�WR�FRPSDQLHV�ZLOO�FDUU\�RYHU�LQ�WKH

DSSOLFDWLRQ�RI�WKH�FRPSDQ\�WD[�DUUDQJHPHQWV�WR�WUXVWV���7KHVH�GLVDGYDQWDJHV

DUH�QRW�MXGJHG�WR�EH�DV�VHULRXV�DV�WKRVH�WKDW�ZRXOG�IORZ�IURP�D�GHIHUUHG

FRPSDQ\�WD[�ZLWK�LWV�HIIHFWV�RQ�WKH�UHSRUWHG�SURILWV�RI�FRPSDQLHV�DQG�WKH

WD[DWLRQ�RI�QRQ�UHVLGHQW�QRQ�SRUWIROLR�LQYHVWRUV�

Double tax of distributed tax-preferred income

$ORQJ�ZLWK�WKH�GLVFXVVLRQ�RI�RSWLRQV�WR�DFKLHYH�LQWHJULW\�WKURXJK�WKH�HQWLW\

FKDLQ��WKH�SRWHQWLDO�IRU�GRXEOH�WD[DWLRQ�RI�GLVWULEXWHG�WD[�SUHIHUUHG�LQFRPH

FDXVHG�E\�WHPSRUDU\�WD[�SUHIHUHQFHV�LV�GLVFXVVHG�LQ�$�3ODWIRUP�)RU�&RQVXOWDWLRQ

�&KDSWHU�����SDJHV����������
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7KLV�OHYHO�RI�WD[DWLRQ�DULVHV�XQGHU�WKH�H[LVWLQJ�ODZ�DQG�WKH�LVVXH�ZLOO�UHPDLQ

XQGHU�DQ\�RI�WKH�WKUHH�RSWLRQV�IRU�LPSURYLQJ�LQWHJULW\�WKURXJK�WKH�HQWLW\�FKDLQ�

+RZHYHU��WKH�GHIHUUHG�FRPSDQ\�WD[�RSWLRQ�KLJKOLJKWV�WKH�SRWHQWLDO�GRXEOH�WD[

LVVXH�EHFDXVH�WKH�GRXEOH�WD[�OLDELOLW\�ZRXOG�IDOO�RQ�WKH�SD\LQJ�HQWLW\���8QGHU�WKH

H[LVWLQJ�ODZ�DQG�WKH�RWKHU�WZR�RSWLRQV��WKH�VHFRQG�OHYHO�RI�OLDELOLW\�ZRXOG�IDOO

RQ�WKH�LQYHVWRU���:LWKRXW�GHIHUUHG�FRPSDQ\�WD[�WKHUH�LV�OHVV�QHHG�WR�DGGUHVV

WKLV�LVVXH�

1RQH�RI�WKH�VROXWLRQV�SURSRVHG�LQ�$�3ODWIRUP�IRU�&RQVXOWDWLRQ�LV�HQWLUHO\

VDWLVIDFWRU\�IURP�D�FRPSOH[LW\��FRPSOLDQFH�FRVW�DQG�UHYHQXH�SHUVSHFWLYH�

+RZHYHU��LQ�D�SUDFWLFDO�VHQVH��HQWLWLHV�XVXDOO\�KDYH�VXIILFLHQW�FRQWURO�RYHU�WKHLU

GLVWULEXWLRQV�WR�PLWLJDWH�WKH�WD[�DW�WKH�VKDUHKROGHU�OHYHO�

7KH�LVVXH�LV��DV�QRWHG��D�IHDWXUH�RI�WKH�H[LVWLQJ�ODZ�DQG�KDV�QRW�EHHQ�UDLVHG�LQ

WKH�FRQVXOWDWLRQ�SURFHVV��H[FHSW�LQ�WKH�FRQWH[W�RI�D�GHIHUUHG�FRPSDQ\�WD[�

ZKHUH�FOHDUO\�WKHUH�LV�QR�VHSDUDWLRQ�LQ�WKH�LQFLGHQFH�DQG�WKH�GXSOLFDWLRQ�LV

UHDGLO\�DSSDUHQW�

Implications of the general entities regime

7KH�FRQVLVWHQW�HQWLW\�WD[�DUUDQJHPHQWV��LQFOXGLQJ�WKH�WD[LQJ�RI�WUXVWV�DQG

FR�RSHUDWLYHV�OLNH�FRPSDQLHV��ZLOO�PHDQ�WKDW�GLVWULEXWLRQV�WR�DQG�IURP�WKHVH

HQWLWLHV�ZLOO�DOVR�EH�VXEMHFW�WR�WKH�LPSXWDWLRQ�V\VWHP���7KHUHIRUH��XQIUDQNHG

GLVWULEXWLRQV�UHFHLYHG�E\�WKHVH�HQWLWLHV�ZLOO�EH�VXEMHFW�WR

5HFRPPHQGDWLRQ������

7D[LQJ�WUXVWV�OLNH�FRPSDQLHV�ZLOO�DOVR�PHDQ�QRQ�UHVLGHQWV�LQYHVWLQJ�LQ�WUXVWV

ZLOO�EH�WD[HG�DW�WKH�FRPSDQ\�WD[�UDWH�UDWKHU�WKDQ�WKH�UHOHYDQW�ZLWKKROGLQJ�WD[

UDWH�RQ�GLVWULEXWLRQ���,Q�SDUWLFXODU��LQWHUHVW�GHULYHG�E\�D�WUXVW�DQG�GLVWULEXWHG�WR

D�QRQ�UHVLGHQW�EHQHILFLDU\�ZLOO�EH�WD[HG�DW�WKH�FRPSDQ\�WD[�UDWH�UDWKHU�WKDQ

EHLQJ�VXEMHFW�WR�LQWHUHVW�ZLWKKROGLQJ�WD[���+RZHYHU��WKLV�LPSDFW�RI�WKH�HQWLW\

WUHDWPHQW�ZLOO�QRW�DIIHFW�WUXVWV�WKDW�DUH�HOLJLEOH�IRU�WKH�IORZ�WKURXJK�WUHDWPHQW

RI�FROOHFWLYH�LQYHVWPHQW�YHKLFOHV��VHH�5HFRPPHQGDWLRQ�������

Recommendation

11.2 Tax refund on unfranked non-portfolio distribution
to resident entities of foreign investors

7KDW�HQWLW\�WD[�SDLG�RQ�XQIUDQNHG�QRQ�SRUWIROLR�GLVWULEXWLRQV�UHFHLYHG

E\�D�UHVLGHQW�HQWLW\�WKDW�LV�����SHU�FHQW�RZQHG�E\�D�QRQ�UHVLGHQW�EH

UHIXQGHG��EXW�RQO\�ZKHQ�WKH�GLVWULEXWLRQ�LV�SDLG�WR�WKH�QRQ�UHVLGHQW�DQG

WKH�QRQ�UHVLGHQW�LV�VXEMHFW�WR�':7�

,Q�$�3ODWIRUP�IRU�&RQVXOWDWLRQ��SDJH�������WKH�5HYLHZ�FDQYDVVHG�WKH�RSWLRQ�RI

UHOLHYLQJ�IRUHLJQ�LQYHVWRUV�IURP�WKH�WD[�RQ�XQIUDQNHG�LQWHU�HQWLW\�GLVWULEXWLRQV

DQG�DSSO\LQJ�':7�³�LQ�RUGHU�WR�DFKLHYH�WKH�VDPH�RXWFRPH�DV�QRZ�ZKHQ
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GLVWULEXWLRQV�RXW�RI�XQWD[HG�SURILWV�SDVV�WKURXJK�WKH�FRPSDQ\�FKDLQ�EHIRUH

JRLQJ�WR�QRQ�UHVLGHQWV�

3URYLGLQJ�D�UHIXQG�WR�QRQ�UHVLGHQWV�RI�DOO�WD[�RQ�XQIUDQNHG�LQWHU�HQWLW\

GLVWULEXWLRQV�ZRXOG�LQYROYH�VLJQLILFDQW�FRPSOH[LW\�³�UHTXLULQJ�DQ�DGGLWLRQDO

IUDQNLQJ�DFFRXQW�DQG�UHODWHG�IUDQNLQJ�UXOHV�WR�WUDFN�WKH�WD[�RQ�XQIUDQNHG

GLVWULEXWLRQV�WKRXJK�DQ�HQWLW\�FKDLQ���,Q�FHUWDLQ�FLUFXPVWDQFHV��LQFRPH�WD[�RQ

XQIUDQNHG�LQWHU�HQWLW\�GLVWULEXWLRQV�WKDW�HYHQWXDOO\�IORZ�WR�QRQ�UHVLGHQW

QRQ�SRUWIROLR�LQYHVWRUV�ZRXOG�VLJQLILFDQWO\�LQFUHDVH�WKH�$XVWUDOLDQ�WD[�RQ�GLUHFW

LQYHVWPHQW�LQ�$XVWUDOLD�

$�SDUWLFXODU�FRQFHUQ�LV�ZKHUH�QRQ�UHVLGHQWV�LQYHVW�LQ�LQFRUSRUDWHG�MRLQW

YHQWXUHV�LQ�$XVWUDOLD�YLD�D�UHVLGHQW�VXEVLGLDU\�RU�D�FRQVROLGDWHG�JURXS�

:LWKRXW�WKH�UHFRPPHQGHG�WUHDWPHQW��QRQ�UHVLGHQWV�ZRXOG�EH�VHULRXVO\

GLVDGYDQWDJHG�LI�WKH\�LQYHVW�YLD�DQ�LQFRUSRUDWHG�MRLQW�YHQWXUH�UDWKHU�WKDQ�YLD�DQ

XQLQFRUSRUDWHG�MRLQW�YHQWXUH���7KH�WD[�V\VWHP�VKRXOG�QRW�LPSRVH�VXFK�DQ

LPSHGLPHQW�LQ�UHODWLRQ�WR�WUDQVDFWLRQV�ZKLFK�DUH�FRPPHUFLDOO\�VHQVLEOH�DQG�DUH

RIWHQ�D�IHDWXUH�RI�PDMRU�SURMHFWV�

7KLV�LPSDFW�RQ�GLUHFW�LQYHVWPHQW�ZLOO�EH�DYRLGHG�E\�D�UHIXQG�RI�WD[�RQ

XQIUDQNHG�LQWHU�HQWLW\�GLVWULEXWLRQV�ZKHUH�WKH�HQWLW\��RU�FRQVROLGDWHG�JURXS�

SD\LQJ�WKH�WD[�LV�����SHU�FHQW�RZQHG�E\�D�QRQ�UHVLGHQW�DQG�KDV�LWVHOI�D

���SHU�FHQW�RU�JUHDWHU�LQWHUHVW�LQ�WKH�HQWLW\�SD\LQJ�WKH�GLVWULEXWLRQ���7KH�UHIXQG

ZLOO�EH�DYDLODEOH�WR�WKH�QRQ�UHVLGHQW�SDUHQW�ZKHQ�D�GLVWULEXWLRQ�LV�SDLG�IURP

$XVWUDOLD�E\�WKH�����SHU�FHQW�RZQHG�HQWLW\���&RQFXUUHQWO\��':7�ZLOO�EH

OHYLHG�³�HQVXULQJ�WKDW�$XVWUDOLD�UHFHLYHV�WKH�VDPH�OHYHO�RI�WD[�DV�FXUUHQWO\

�JHQHUDOO\�DW�D����SHU�FHQW�UDWH��

6XFK�D�UHIXQG�ZLOO�EH�UHODWLYHO\�VLPSOH�EHFDXVH�LW�ZLOO�EH�FDOFXODWHG�IURP

GLVWULEXWLRQV�UHFHLYHG�DQG�SDLG�E\�HOLJLEOH�HQWLWLHV���$OVR��LW�ZLOO�LQYROYH�RQO\�D

VPDOO�QXPEHU�RI�HQWLWLHV�

Recommendation

11.3 DWT for foreign investors

DWT exemption on franked distributions

�D� 7KDW�IUDQNHG�GLVWULEXWLRQV�E\�UHVLGHQW�HQWLWLHV�FRQWLQXH�WR�EH

H[HPSW�IURP�':7�

Company tax/DWT switch not adopted

�E� 7KDW�QR�DFWLRQ�EH�WDNHQ�UHJDUGLQJ�D�1RQ�5HVLGHQW�,QYHVWRU�7D[

&UHGLW��15,7&��IRU�SRUWIROLR�QRQ�UHVLGHQW�VKDUHKROGHUV�
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DWT exemption for foreign pension funds exempt at home

�F� 7KDW�WKH�':7�H[HPSWLRQ�RQ�XQIUDQNHG�GLVWULEXWLRQV�SDLG�IURP

$XVWUDOLDQ�UHVLGHQW�FRPSDQLHV�WR�IRUHLJQ�SHQVLRQ�IXQGV�H[HPSW

IURP�WD[�LQ�WKHLU�RZQ�MXULVGLFWLRQ��EH�UHWDLQHG�

7KH�SUHYDLOLQJ�LQWHUQDWLRQDO�SUDFWLFH�IRU�WKH�WUHDWPHQW�RI�SRUWIROLR�GLYLGHQGV�LV

IRU�WKHVH�GLYLGHQGV�WR�EH�VXEMHFW�WR�':7�DW�UDWHV�DJUHHG�EHWZHHQ�FRXQWULHV

DQG�UHIOHFWHG�LQ�GRXEOH�WD[DWLRQ�DJUHHPHQWV��'7$V����8QGHU�WKH�'7$V�

LQYHVWRUV�UHFHLYH�D�IRUHLJQ�WD[�FUHGLW�LQ�WKHLU�KRPH�FRXQWU\�IRU�WKH�':7

LPSRVHG�

,Q�$�3ODWIRUP�IRU�&RQVXOWDWLRQ��SDJHV�����������WKH�5HYLHZ�GLVFXVVHG�ZKHWKHU

$XVWUDOLDQ�WD[�RQ�IUDQNHG�SRUWIROLR�GLYLGHQGV�VKRXOG�EH�OLPLWHG�E\�FRQWLQXLQJ

QRW�WR�LPSRVH�':7�RQ�WKHP�RU�E\�LPSRVLQJ�':7�DQG�UHIXQGLQJ�VRPH

FRPSDQ\�WD[���7HUPHG�WKH�1RQ�5HVLGHQW�,QYHVWRU�7D[�&UHGLW��15,7&���WKH

UHIXQG�RI�FRPSDQ\�WD[�ZRXOG�KDYH�EHHQ�FDOFXODWHG�VR�WKDW�LW�HTXDOOHG�WKH

':7�LPSRVHG���%HFDXVH�WD[DEOH�IRUHLJQ�SRUWIROLR�LQYHVWRUV�UHFHLYH�D�IRUHLJQ

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

SDLG�LQ�$XVWUDOLD��WKH\�ZRXOG�EHQHILW�IURP�VXFK�D�¶VZLWFK·�EHWZHHQ�FRPSDQ\

WD[�DQG�':7�

7KH�15,7&�ZRXOG�EH�D�QHFHVVDU\�PHFKDQLVP�LQ�WKH�HYHQW�WKDW�GHIHUUHG

FRPSDQ\�WD[�ZHUH�FKRVHQ�DV�WKH�ZD\�RI�DFKLHYLQJ�LQWHJULW\�WKURXJK�WKH�HQWLW\

FKDLQ�³�LQ�RUGHU�WR�DGGUHVV�WKH�LPSDFW�RI�GHIHUUHG�FRPSDQ\�WD[�RQ

QRQ�UHVLGHQW�SRUWIROLR�LQYHVWRUV���$V�QRWHG�XQGHU�5HFRPPHQGDWLRQ�������WKH

15,7&�LV�QRW�QHFHVVDU\�ZLWK�WKH�UHFRPPHQGHG�WD[DWLRQ�RI�XQIUDQNHG

LQWHU�HQWLW\�GLVWULEXWLRQV���5HPDLQLQJ�DW�LVVXH�LV�ZKHWKHU�WR�LQWURGXFH�WKH

15,7&��LQ�DQ\�FDVH��LQ�RUGHU�WR�LQFUHDVH�WKH�DWWUDFWLYHQHVV�RI�$XVWUDOLD�DV�DQ

LQYHVWPHQW�ORFDWLRQ�IRU�SRUWIROLR�LQYHVWRUV�

,I�DOO�IRUHLJQ�SRUWIROLR�LQYHVWRUV�ZHUH�VXEMHFW�WR�':7��WKH�15,7&�ZRXOG�QRW

UHGXFH�$XVWUDOLDQ�UHYHQXH��DV�WKH�UHGXFHG�FRPSDQ\�WD[�LV�PDWFKHG�E\

LQFUHDVHG�':7����)RUHLJQ�SHQVLRQ�IXQGV�DUH��KRZHYHU��FXUUHQWO\�H[HPSW�IURP

WKH�':7�WKDW�DSSOLHV�WR�XQIUDQNHG�GLYLGHQGV���,I�WKH�SDUWLDO�UHIXQG�RI

FRPSDQ\�WD[�ZHUH�WR�EH�SDLG�WR�QRQ�UHVLGHQW�LQYHVWRUV�ZKR�DUH�H[HPSW�IURP

':7��WKH�HIIHFWLYH�WD[�UDWH�DSSO\LQJ�WR�IUDQNHG�GLYLGHQGV�ZRXOG�IDOO�IURP

���SHU�FHQW�WR����SHU�FHQW�³�RU�IURP����SHU�FHQW��LI�WKDW�ZHUH�WKH�FRPSDQ\�WD[

UDWH��WR����SHU�FHQW�

7KXV��UHWDLQLQJ�WKH�':7�H[HPSWLRQ�IRU�IRUHLJQ�SHQVLRQ�IXQGV�DQG

LQWURGXFLQJ�WKH�15,7&�ZRXOG�FRVW�DERXW������PLOOLRQ�SHU�DQQXP�LI�IRUHLJQ

SHQVLRQ�IXQGV�SURYLGH����SHU�FHQW�RI�SRUWIROLR�LQYHVWPHQW��DV�VXJJHVWHG�E\�WKH

DYDLODEOH�LQIRUPDWLRQ����:LWK�URXJKO\�HTXLYDOHQW�SURSRUWLRQV�RI�WD[DEOH�DQG�WD[

H[HPSW�IRUHLJQ�LQYHVWRUV��WKH�FRVW�WR�$XVWUDOLDQ�UHYHQXH�RI�SURYLGLQJ�WKH

15,7&�WR�WKH�H[HPSW�IRUHLJQ�SHQVLRQ�IXQGV�LV�HTXDO�WR�WKH�LQFUHDVHG�FUHGLWLQJ

RI�$XVWUDOLDQ�':7�IRU�WD[DEOH�LQYHVWRUV�E\�RWKHU�FRXQWULHV���0RUHRYHU��D

UHIXQG�PHFKDQLVP�ZRXOG�EH�QHHGHG�ZLWK�WKH�15,7&�IRU�IRUHLJQ�SHQVLRQ
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IXQGV�EHFDXVH�RI�WKLV�WD[�H[HPSW�VWDWXV���7KLV�UHIRUP�ZRXOG�EH�FRPSOH[�

LQYROYLQJ�FRPSDQLHV�DQG�LQWHUPHGLDULHV��VXFK�DV�QRPLQHH�FRPSDQLHV�

DGPLQLVWHULQJ�WKH�UHIXQG�RU�SURYLGLQJ�LQIRUPDWLRQ�WR�WKH�$XVWUDOLDQ�7D[DWLRQ

2IILFH�WR�DOORZ�LW�WR�PDNH�WKH�UHIXQG�

,I��LQVWHDG��WKH�IRUHLJQ�SHQVLRQ�IXQG�':7�H[HPSWLRQ�ZHUH�WR�EH�UHPRYHG�

$XVWUDOLD·V�WD[�RQ�VRPH�XQIUDQNHG�GLYLGHQGV�ZRXOG�LQFUHDVH�IURP�]HUR�WR

���SHU�FHQW���7KH�VPDOO�SURSRUWLRQ�RI�SRUWIROLR�GLYLGHQGV�WKDW�DUH�XQIUDQNHG

PHDQV�WKDW�WKLV�LPSRVW�LV�OLNHO\�WR�EH�VPDOO��OHVV�WKDQ�����PLOOLRQ����0RUHRYHU��LW

ZRXOG�EH�RXWZHLJKHG�E\�WKH�HIIHFW�RQ�WKH�IRUHLJQ�SHQVLRQ�IXQGV�RI�DQ\

UHGXFWLRQ�LQ�WKH�FRPSDQ\�WD[�UDWH��URXJKO\�����PLOOLRQ�SHU�SHUFHQWDJH�SRLQW��

1HYHUWKHOHVV��UHPRYLQJ�WKH�':7�H[HPSWLRQ�IURP�IRUHLJQ�SHQVLRQ�IXQGV�PD\

EH�SHUFHLYHG�DV�LQFUHDVLQJ�WKH�WD[�EXUGHQ�RQ�WKHVH�LQYHVWRUV�DQG�GHFUHDVLQJ�WKH

DWWUDFWLYHQHVV�RI�$XVWUDOLD�DV�DQ�LQYHVWPHQW�ORFDWLRQ�

%HFDXVH�RI�WKH�VLJQLILFDQW�UHYHQXH�FRVW��WKH�FRPSOH[LW\�RI�WKH�UHIXQG�DQG�VRPH

XQFHUWDLQW\�DERXW�WKH�DFFHSWDELOLW\�RI�WKH�15,7&�WR�RWKHU�FRXQWULHV��WKH

FRPSDQ\�WD[�':7�VZLWFK�ZLOO�QRW�EH�DGRSWHG�

Recommendation

11.4 Preventing double tax on inter-entity distributions

7KDW�WKH�H[LVWLQJ�VHFWLRQ����LQWHU�FRUSRUDWH�GLYLGHQG�UHEDWH�EH�UHSODFHG

ZLWK�D�JURVV�XS�DQG�FUHGLW�DSSURDFK�IRU�SUHYHQWLQJ�GRXEOH�WD[�RQ

GLVWULEXWLRQV�SDVVLQJ�EHWZHHQ�UHVLGHQW�HQWLWLHV��RXWVLGH�RI�FRQVROLGDWHG

JURXSV��

7KUHH�RSWLRQV�IRU�SUHYHQWLQJ�GRXEOH�WD[�RQ�GLVWULEXWLRQV�DV�WKH\�SDVV�WKURXJK

DQ�HQWLW\�FKDLQ�ZHUH�FDQYDVVHG�LQ�$�3ODWIRUP�IRU�&RQVXOWDWLRQ��&KDSWHU����

SDJHV����������

� JURVV�XS�DQG�FUHGLW�

� H[HPSW�WKH�IUDQNHG�SRUWLRQ�RI�GLVWULEXWLRQV�UHFHLYHG��DQG

� UHEDWH�IUDQNHG�LQWHU�HQWLW\�GLVWULEXWLRQV��VLPLODU�WR�WKH�H[LVWLQJ

VHFWLRQ����LQWHU�FRUSRUDWH�GLYLGHQG�UHEDWH��EXW�RQO\�DSSO\LQJ�WR�WKH�IUDQNHG

SRUWLRQ�RI�D�GLVWULEXWLRQ��

$OO�WKH�RSWLRQV�SUHYHQW�GRXEOH�WD[�WKURXJK�WKH�HQWLW\�FKDLQ���7KH�H[HPSWLRQ

RSWLRQ�LV�QRW�SUHIHUUHG�EHFDXVH�GHGXFWLRQV�ZRXOG�EH�GHQLHG�IRU�H[SHQVHV

LQFXUUHG�LQ�GHULYLQJ�WKH�GLVWULEXWLRQ��XQOHVV�VSHFLDO�PHDVXUHV�ZHUH�GHYHORSHG

WR�SUHYHQW�VXFK�DQ�RXWFRPH��

7KH�JURVV�XS�DQG�FUHGLW�DSSURDFK�LV�WKH�VDPH�PHFKDQLVP�XVHG�WR�GHWHUPLQH

WD[�SD\DEOH�RQ�GLYLGHQGV�UHFHLYHG�E\�LQGLYLGXDOV�DQG�VXSHUDQQXDWLRQ�IXQGV�

7KH�WD[DEOH�LQFRPH�RI�WKH�HQWLW\�UHFHLYLQJ�D�IUDQNHG�GLYLGHQG�LV�GHWHUPLQHG
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XQGHU�WKLV�DSSURDFK�E\�DGGLQJ�WKH�LPSXWDWLRQ�FUHGLW�WR�WKH�FDVK�GLYLGHQG

UHFHLYHG���5HFRPPHQGDWLRQ������ZLOO�WKHUHIRUH�SURYLGH�D�VLPSOH�DQG�FRQVLVWHQW

WUHDWPHQW�RI�GLVWULEXWLRQV�WKURXJK�WKH�HQWLW\�FKDLQ�DQG�RXW�WR�LQGLYLGXDO

LQYHVWRUV�

/RVVHV�LQ�WKH�HQWLW\�FKDLQ�DUH�WKH�VRXUFH�RI�WKH�PDLQ�GLIIHUHQFH�EHWZHHQ�WKH

JURVV�XS�DQG�FUHGLW�DSSURDFK�DQG�WKH�DOWHUQDWLYH�LQWHU�HQWLW\�UHEDWH���%HFDXVH

RI�WKH�JURVVLQJ�XS�RI�WKH�FDVK�GLVWULEXWLRQ�E\�WKH�DWWDFKHG�LPSXWDWLRQ�FUHGLW�

WKH�JURVV�XS�DQG�FUHGLW�DSSURDFK�DEVRUEV�ORVVHV�IDVWHU�WKDQ�WKH�LQWHU�HQWLW\

GLVWULEXWLRQ�UHEDWH���7KH�UDWH�RI�DEVRUSWLRQ�XQGHU�WKH�JURVV�XS�DQG�FUHGLW

DSSURDFK�ZLOO�FRUUHVSRQG�WR�WKH�UHGXFWLRQ�LQ�WKH�ORVV�WKDW�ZRXOG�RFFXU�LI�WKH

LQFRPH�UHGXFLQJ�WKH�ORVV�ZHUH�HDUQHG�GLUHFWO\�E\�WKH�HQWLW\�ZLWK�WKH�ORVV��UDWKHU

WKDQ�EHLQJ�UHFHLYHG�E\�WKDW�HQWLW\�DV�D�GLVWULEXWLRQ�YLD�DQ�LQWHUSRVHG�HQWLW\����,W

LV�DOVR�WKH�VDPH�UHGXFWLRQ�WKDW�ZRXOG�RFFXU�LI�DQ�LQGLYLGXDO�ZLWK�D

FDUU\�IRUZDUG�ORVV�UHFHLYHG�WKH�LQFRPH�GLUHFWO\�RU�YLD�D�GLVWULEXWLRQ�

([DPSOH������LOOXVWUDWHV�KRZ�ORVVHV�DUH�DEVRUEHG�XQGHU�WKH�WZR�DSSURDFKHV�

Example 11.1 Rate of loss absorption

7R�LOOXVWUDWH��DQ�HQWLW\�ZLWK�D������ORVV�FRXOG�UHFHLYH������LQFRPH�GLUHFWO\�RU

YLD�DQRWKHU�HQWLW\���,I�WKH�LQFRPH�ZHUH�UHFHLYHG�GLUHFWO\�WKH�ORVV�ZRXOG�EH

UHGXFHG�E\������WR�QLO���,I�WKH�LQFRPH�ZHUH�UHFHLYHG�YLD�DQRWKHU�HQWLW\�DQG

WD[HG�LQ�WKDW�RWKHU�HQWLW\��WKH�QHW�GLVWULEXWLRQ�WR�WKH�UHFHLYLQJ�HQWLW\�ZRXOG�EH

����

� 8QGHU�WKH�JURVV�XS�DQG�FUHGLW�DSSURDFK�WKH�GLVWULEXWLRQ�ZLOO�EH�JURVVHG

XS�WR������VR�WKDW�WKH�ORVV�ZLOO�EH�UHGXFHG�E\������WR�QLO����7KH�VDPH

UHGXFWLRQ�ZRXOG�RFFXU�WR�D������FDUU\�IRUZDUG�ORVV�RI�DQ�LQGLYLGXDO

UHFHLYLQJ�WKH�GLVWULEXWLRQ��

� 7KH�UHEDWH�RSWLRQ�ZRXOG�UHGXFH�WKH�ORVV�RI�WKH�HQWLW\�E\�RQO\������

OHDYLQJ�D�����ORVV�WR�EH�FDUULHG�IRUZDUG�

7KLV�GLIIHUHQFH�LQ�WKH�UDWH�RI�DEVRUSWLRQ�RI�ORVVHV�XQGHU�WKH�WZR�DSSURDFKHV

ZRXOG�HTXDO�RXW�RYHU�WLPH��DV�WKH�HQWLW\�ZLWK�WKH�ORVV�HDUQV�LQFRPH�GLUHFWO\�

7KH�����RI�H[WUD�ORVV�WR�EH�FDUULHG�IRUZDUG�XQGHU�WKH�UHEDWH�DOWHUQDWLYH

ZRXOG�UHGXFH�WKH�FRPSDQ\�WD[�SD\DEOH�E\�WKH�HQWLW\�RQ�WKDW�LQFRPH���%XW

WKRVH�XQWD[HG�SURILWV�ZRXOG�EH�WD[HG�ZKHQ�XOWLPDWHO\�GLVWULEXWHG�

'XULQJ�FRQVXOWDWLRQ�WKH�PDLQ�FRQFHUQ�UDLVHG�UHODWHG�WR�WKH�UDWH�RI�DEVRUSWLRQ

RI�ORVVHV�WKURXJK�WKH�HQWLW\�FKDLQ���$Q�DOWHUQDWLYH�SURSRVDO�ZDV�WR�DOORZ�D

GLYLGHQG�UHFHLYHG�GHGXFWLRQ�VLPLODU�WR�WKH�GHGXFWLRQ�DYDLODEOH�XQGHU�WKH

86�WD[�V\VWHP���6XFK�D�GHGXFWLRQ�ZRXOG��KRZHYHU��HIIHFWLYHO\�UHYHUVH�WKH�WD[

RQ�XQIUDQNHG�LQWHU�HQWLW\�GLVWULEXWLRQV�UHFRPPHQGHG�HDUOLHU�³�ZLWK�WKH

DFFRPSDQ\LQJ�LQWHJULW\�SUREOHPV�RI�WKH�SUHVHQW�DUUDQJHPHQWV�
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7KH�QH[W�UHFRPPHQGDWLRQ�RQ�FDUU\�IRUZDUG�ORVVHV�LV�LQWHQGHG�WR�DOOHYLDWH�PRVW

RI�WKH�FRQFHUQV�UDLVHG�GXULQJ�FRQVXOWDWLRQ�DERXW�WKH�LQWHUDFWLRQ�RI�ORVVHV�ZLWK

WKH�JURVV�XS�DQG�FUHGLW�DSSURDFK�

Recommendation

11.5 Deduction for carry-forward losses

7KDW�HQWLWLHV��LQFOXGLQJ�FRQVROLGDWHG�JURXSV��EH�DEOH�WR�FKRRVH�WKH

SURSRUWLRQ�RI�WKHLU�FDUU\�IRUZDUG�ORVVHV�WR�EH�GHGXFWHG�LQ�D�\HDU�

'XULQJ�FRQVXOWDWLRQ�WZR�PDLQ�FRQFHUQV�ZHUH�UDLVHG�DERXW�WKH�HIIHFW�RI

GLVWULEXWLRQV�RQ�ORVVHV�

� )LUVW��DV�QRWHG�LQ�UHVSHFW�RI�5HFRPPHQGDWLRQ�������FRQFHUQ�ZDV�UDLVHG

DERXW�WKH�UDWH�RI�DEVRUSWLRQ�RI�ORVVHV�XQGHU�WKH�JURVV�XS�DQG�FUHGLW

DSSURDFK�IRU�SUHYHQWLQJ�GRXEOH�WD[�WKURXJK�WKH�HQWLW\�FKDLQ�

� 6HFRQG��FRQFHUQV�ZHUH�UDLVHG�WKDW�WKH�SURSRVHG�FRQVROLGDWLRQ�UHJLPH�ZRXOG

IRUFH�JURXSV�WR�DSSO\�GLVWULEXWLRQV�UHFHLYHG�E\�WKHP�WR�ORVVHV�HDUOLHU�WKDQ

XQGHU�WKH�H[LVWLQJ�ODZ���&XUUHQWO\��JURXSV�XVXDOO\�HQVXUH�WKDW�GLVWULEXWLRQV

IURP�RXWVLGH�WKH�JURXS�DUH�SDLG�WR�WKH�KROGLQJ�FRPSDQ\�ZLWK�DQ\�ORVVHV

KHOG�E\�VXEVLGLDULHV���8QGHU�WKH�FXUUHQW�ORVV�WUDQVIHU�SURYLVLRQV��WKH�KROGLQJ

FRPSDQ\�DQG�VXEVLGLDU\�FDQ�DJUHH�RQ�WKH�DPRXQW�RI�ORVV�WR�EH�WUDQVIHUUHG�

7KLV�DOORZV�WKH�KROGLQJ�FRPSDQ\�WKH�RSWLRQ�RI�QRW�DEVRUELQJ�JURXS�ORVVHV

DJDLQVW�GLVWULEXWLRQV�UHFHLYHG�E\�WKH�KROGLQJ�FRPSDQ\�IURP�RXWVLGH�WKH

JURXS���7KH�SRROLQJ�RI�JURXS�ORVVHV�XQGHU�FRQVROLGDWLRQ�ZRXOG�UHPRYH�WKLV

RSWLRQ�LQ�WKH�DEVHQFH�RI�D�VSHFLILF�PHDVXUH�

%RWK�WKHVH�FRQFHUQV�ZLOO�EH�RYHUFRPH�E\�DOORZLQJ�HQWLWLHV��LQFOXGLQJ

FRQVROLGDWHG�JURXSV��WR�FKRRVH�WKH�SURSRUWLRQ�RI�FDUU\�IRUZDUG�ORVVHV�WR�EH

GHGXFWHG�LQ�D�\HDU���8QGHU�WKH�FXUUHQW�ODZ��D�FRPSDQ\�FDQQRW�FKRRVH�WKH

DPRXQW�RI�FDUU\�IRUZDUG�ORVV�LW�ZLVKHV�WR�GHGXFW���$�FRPSDQ\�LV�IRUFHG�WR

FODLP�WKH�DPRXQW�RI�ORVV�QHFHVVDU\�WR�DEVRUE�WKH�H[FHVV�RI�DVVHVVDEOH�LQFRPH

RYHU�DOORZDEOH�GHGXFWLRQV���$V�QRWHG��LQ�FRQWUDVW��XQGHU�WKH�H[LVWLQJ�ORVV

WUDQVIHU�SURYLVLRQV��JURXSV�FDQ�FKRRVH�WKH�SURSRUWLRQ�RI�ORVV�WR�WUDQVIHU�ZLWKLQ

WKH�JURXS�

7KH�UHFRPPHQGHG�PHDVXUH�ZLOO�DOORZ�FRQVROLGDWHG�JURXSV�DQG�VLQJOH

HQWLWLHV�³�DV�ZHOO�DV�XQFRQVROLGDWHG�JURXSV�³�WR�DYRLG�KDYLQJ�D�FDUU\�IRUZDUG

ORVV�DEVRUEHG�E\�JURVVHG�XS�IUDQNHG�GLVWULEXWLRQV�UHFHLYHG�IURP�RWKHU�HQWLWLHV

RU�JURXSV���7KLV�ZLOO�SURYLGH�FRQVLVWHQF\�RI�WUHDWPHQW�DFURVV�WKHVH�WD[SD\HUV�

,W�DOVR�SURYLGHV�D�PHFKDQLVP�IRU�VLQJOH�HQWLWLHV�RU�JURXSV�WR�IXOO\�IUDQN

GLVWULEXWLRQV�RI�SURILW�HYHQ�ZKHQ�WKH\�KDYH�ODUJH�FDUU\�IRUZDUG�ORVVHV���%\�QRW

IXOO\�FODLPLQJ�WKH�ORVVHV��WKH�JURXS�RU�HQWLW\�FRXOG�SD\�VXIILFLHQW�WD[�WR�IUDQN

WKH�GLVWULEXWLRQV�
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&DUU\�IRUZDUG�ORVVHV�ZLOO�VWLOO�KDYH�WR�EH�UHGXFHG�E\�WKH�DPRXQW�RI�QHW�H[HPSW

LQFRPH�GHULYHG�E\�DQ�HQWLW\��FRQVLVWHQW�ZLWK�WKH�H[LVWLQJ�ODZ�

7KLV�PHDVXUH�ZLOO�QRW�DSSO\�WR�LQGLYLGXDOV�RU�FRPSO\LQJ�VXSHUDQQXDWLRQ�IXQGV�

8QOLNH�HQWLWLHV��LQGLYLGXDOV�DQG�FRPSO\LQJ�VXSHUDQQXDWLRQ�IXQGV�ZLOO�QRW�EH

DIIHFWHG�E\�WKH�DEVRUSWLRQ�RI�FDUU\�IRUZDUG�ORVVHV�E\�IUDQNHG�GLVWULEXWLRQV

UHFHLYHG�E\�WKHP���7KH�SURSRVDO�WR�UHIXQG�H[FHVV�LPSXWDWLRQ�FUHGLWV�HIIHFWLYHO\

JLYHV�WKHVH�WD[SD\HUV�WKH�IXOO�EHQHILW�RI�WKH�ORVVHV�LPPHGLDWHO\�

Simplification of the franking account

Recommendation

11.6 Operation of the franking account

7KDW�WKH�IUDQNLQJ�DFFRXQW�EH�VLPSOLILHG�E\�

�L� RSHUDWLQJ�WKH�IUDQNLQJ�DFFRXQW�RQ�D�WD[�SDLG�EDVLV�

�LL� DOLJQLQJ�WKH�IUDQNLQJ�\HDU�ZLWK�WKH�LQFRPH�\HDU�IRU�DOO�HQWLWLHV�

�LLL� VXEMHFW�WR��LY���UHTXLULQJ�HQWLWLHV�WR�DGRSW�D�VWDQGDUG�UDWH�RI

IUDQNLQJ�IRU�DOO�GLVWULEXWLRQV�LQ�D�KDOI�\HDU��ZLWK�WKDW�UDWH�DEOH�WR�EH

YDULHG�RQO\�LQ�H[FHSWLRQDO�FLUFXPVWDQFHV��DQG

�LY� DOORZLQJ�ZLGHO\�KHOG�HQWLWLHV�ZLWK�D�VLQJOH�FODVV�RI�PHPEHUVKLS�WR

YDU\�WKHLU�IUDQNLQJ�UDWH�ZLWKLQ�D�KDOI�\HDU�

0HDVXUHV�RQ�KRZ�WKH�IUDQNLQJ�DFFRXQW�FRXOG�EH�VLPSOLILHG�ZHUH�FDQYDVVHG�LQ

$�3ODWIRUP�IRU�&RQVXOWDWLRQ��SDJHV��������������DQG��������7KH�5HYLHZ

UHFRPPHQGV�DGRSWLQJ�WKUHH�RI�WKRVH�PHDVXUHV�

Tax-paid basis of operation

8QGHU�WKH�FXUUHQW�ODZ��WKH�IUDQNLQJ�DFFRXQW�LV�RSHUDWHG�RQ�D�WD[HG�LQFRPH

EDVLV�VR�WKDW�WKH�EDODQFH�LQ�WKH�IUDQNLQJ�DFFRXQW�UHIOHFWV�WKH�DPRXQW�RI�IUDQNHG

GLVWULEXWLRQV�DEOH�WR�EH�SDLG���7KH�GLIILFXOW\�ZLWK�WKLV�DSSURDFK�LV�WKDW�LW

UHTXLUHV�JURVVLQJ�XS�RI�PRVW�HQWULHV�WR�WKH�IUDQNLQJ�DFFRXQW�WR�UHIOHFW�WD[HG

LQFRPH���7KH�WD[HG�LQFRPH�EDVLV�DOVR�OHG�WR�WKH�FUHDWLRQ�RI�WKH�FRPSOH[

PXOWLSOH�IUDQNLQJ�DFFRXQWV��WKH�&ODVV�$��%�DQG�&�IUDQNLQJ�DFFRXQWV��LQ

UHVSRQVH�WR�FRPSDQ\�WD[�UDWH�FKDQJHV�

7KH�UHFRPPHQGHG�DSSURDFK�LV�WR�RSHUDWH�WKH�DFFRXQW�RQ�D�WD[�SDLG�EDVLV�VR

WKDW�JURVVLQJ�XS�ZLOO�QRW�EH�UHTXLUHG�IRU�PRVW�HQWULHV�WR�WKH�DFFRXQW���7KLV

DSSURDFK�ZLOO�DYRLG�IXUWKHU�SUROLIHUDWLRQ�RI�IUDQNLQJ�DFFRXQWV�DV�QR�DGMXVWPHQW
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ZLOO�EH�PDGH�RQ�FKDQJH�RI�WKH�FRPSDQ\�WD[�UDWH���+RZHYHU��RQ�PDNLQJ�D

GLVWULEXWLRQ��DQ�HQWLW\�ZLOO�QHHG�WR�JURVV�XS�WKH�EDODQFH�LQ�WKH�IUDQNLQJ�DFFRXQW

WR�GHWHUPLQH�WKH�DPRXQW�RI�IUDQNHG�GLVWULEXWLRQ�

%HFDXVH�FRPSDQLHV�DUH�QRZ�XVHG�WR�RSHUDWLQJ�RQ�D�WD[HG�LQFRPH�EDVLV�

FKDQJLQJ�WR�D�WD[�SDLG�EDVLV�PD\�LQFRQYHQLHQFH�VRPH�FRPSDQLHV�

1HYHUWKHOHVV��RWKHU�HQWLWLHV��VXFK�DV�PRVW�WUXVWV��ZLOO�EH�XVLQJ�D�IUDQNLQJ

DFFRXQW�XQGHU�WKH�QHZ�HQWLW\�V\VWHP�IRU�WKH�ILUVW�WLPH���&RQVXOWDWLRQ�RQ�WKLV

LVVXH�KDV�VXSSRUWHG�WKH�FKDQJH�WR�D�WD[�SDLG�EDVLV�

Alignment of income and franking year

7KH�VHFRQG�SURSRVDO��WR�DOLJQ�WKH�LQFRPH�\HDU�DQG�IUDQNLQJ�\HDU��ZLOO�FRUUHFW

DQ�DQRPDO\�LQ�WKH�H[LVWLQJ�ODZ�WKDW�VRPH�ODWH�EDODQFLQJ�FRPSDQLHV�KDYH�D

IUDQNLQJ�\HDU�ZKLFK�LV�GLIIHUHQW�IURP�WKH�LQFRPH�\HDU���7KH�FXUUHQW

FRPSOH[LWLHV�ZLOO�EH�UHPRYHG�IRU�WKHVH�FRPSDQLHV�ZLWKRXW�DIIHFWLQJ�RWKHU

HQWLWLHV�

Adoption of a standard rate of franking

7KH�SRVVLELOLW\�RI�IXUWKHU�VLPSOLI\LQJ�WKH�IUDQNLQJ�DFFRXQW�E\�DGRSWLQJ�D

VWDQGDUG�DQQXDO�IUDQNLQJ�DOORFDWLRQ�UXOH�DV�XQGHU�WKH�1HZ�=HDODQG�LPSXWDWLRQ

V\VWHP�ZDV�UDLVHG�LQ�$�3ODWIRUP�IRU�&RQVXOWDWLRQ��SDJH��������7KLV�ZRXOG�EH

LQWHQGHG�WR�OLPLW�WKH�RSSRUWXQLWLHV�IRU�GLYLGHQG�VWUHDPLQJ��EXW�LQ�D�VLPSOHU

PDQQHU���8QGHU�WKH�UHFRPPHQGDWLRQ��ZKLFK�LV�D�YDULDQW�RI�WKH�1HZ�=HDODQG

DSSURDFK��WKH�H[LVWLQJ�FRPSOH[�IUDQNLQJ�UXOHV�ZLOO�EH�UHSODFHG�ZLWK�D

UHTXLUHPHQW�WKDW�HQWLWLHV�DGRSW�D�VWDQGDUG�UDWH�RI�IUDQNLQJ�IRU�DOO�GLVWULEXWLRQV

PDGH�GXULQJ�D�KDOI�\HDU�

)HDWXUHV�RI�WKLV�SURSRVDO�LQFOXGH�

� HQWLWLHV��DSDUW�IURP�ZLGHO\�KHOG�HQWLWLHV�ZLWK�D�VLQJOH�FODVV�RI�PHPEHUVKLS�

LGHQWLI\LQJ��SULRU�WR�WKH�ILUVW�GLVWULEXWLRQ�LQ�D�KDOI�\HDU��D�VWDQGDUG�UDWH�RI�WKH

IUDQNHG�SRUWLRQ�RI�GLVWULEXWLRQV�WR�EH�PDGH�GXULQJ�WKH�KDOI�\HDU�

� WKH�VWDQGDUG�UDWH�DSSO\LQJ�WR�DOO�GLVWULEXWLRQV��LUUHVSHFWLYH�RI�FODVV�RI

PHPEHUVKLS��GXULQJ�WKDW�KDOI�\HDU��DQG

� HQWLWLHV�EHLQJ�IUHH�WR�VHW�DQ\�VWDQGDUG�UDWH��EXW�

� LI�DQ�HQWLW\�RYHUIUDQNV�LW�ZLOO�KDYH�WR�SD\�IUDQNLQJ�GHILFLW�WD[�

� WKH�IUDQNLQJ�GHILFLW�WD[�ZLOO�QRW�EH�FUHGLWDEOH�DJDLQVW�IXWXUH�LQFRPH�WD[

OLDELOLW\��RWKHUZLVH�LW�ZRXOG�UHLQVWDWH�WD[�SUHIHUHQFHV�DQG�ZRXOG�EH

LQDSSURSULDWH�LQ�D�V\VWHP�ZLWK�UHIXQGDEOH�LPSXWDWLRQ�FUHGLWV�

� HQWLWLHV�ZLOO�RQO\�EH�DEOH�WR�YDU\�WKHLU�VWDQGDUG�UDWH�LQ�D�KDOI�\HDU�LQ
H[FHSWLRQDO�FLUFXPVWDQFHV��DQG�PHDVXUHV�ZLOO�EH�QHHGHG�WR�SUHYHQW

H[FHVVLYH�YDULDWLRQ�RI�UDWHV�EHWZHHQ�KDOI�\HDUV��LQ�RUGHU�WR�OLPLW

RSSRUWXQLWLHV�IRU�GLYLGHQG�VWUHDPLQJ�
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7KH�PHDVXUHV�ZLOO�VLPSOLI\�WKH�IUDQNLQJ�UXOHV�ZKLOH�UHGXFLQJ�WKH�RSSRUWXQLWLHV

IRU�GLYLGHQG�VWUHDPLQJ���,W�ZLOO�HVSHFLDOO\�EHQHILW�ZLGHO\�KHOG�HQWLWLHV�ZKLFK

KDYH�D�VLQJOH�FODVV�RI�PHPEHUVKLS�LQWHUHVW�EHFDXVH�WKH\�ZLOO�QRW�EH�VXEMHFW�WR

IUDQNLQJ�UHVWULFWLRQV���,W�ZLOO�DOVR�SURYLGH�DOO�HQWLWLHV�ZLWK�WKH�DELOLW\�WR

LQWURGXFH�PRUH�FHUWDLQW\�LQ�IUDQNLQJ�SROLF\�RYHU�D�QXPEHU�RI�\HDUV���7KH�PDLQ

FRQFHUQ�LV�WKDW�LW�HIIHFWLYHO\�ORFNV�HQWLWLHV�LQWR�D�UDWH�RI�IUDQNLQJ�LUUHVSHFWLYH�RI

ZKDW�KDSSHQV�GXULQJ�WKH�KDOI�\HDU���7KLV�LV�SDUWO\�RYHUFRPH�E\�WKH�IDFW�WKDW

PDQ\�HQWLWLHV��HVSHFLDOO\�WKH�ODUJH�FRUSRUDWHV��ZLOO�RQO\�GLVWULEXWH�RQFH�LQ�D

KDOI�\HDU���)XUWKHUPRUH��ZLGHO\�KHOG�HQWLWLHV�WKDW�KDYH�D�VLQJOH�FODVV�RI

PHPEHUVKLS�ZLOO�EH�IUHH�WR�YDU\�WKHLU�IUDQNLQJ�UDWH�EHWZHHQ�GLVWULEXWLRQV

ZLWKLQ�D�KDOI�\HDU�LI��IRU�HDFK�RI�WKRVH�GLVWULEXWLRQV��WKH�HQWLW\�PDNHV�HTXDO

GLVWULEXWLRQV�RQ�DOO�PHPEHUVKLS�LQWHUHVWV�

Refunding excess imputation credits

Recommendation

11.7 Refunds of excess imputation credits

Refunds of excess credits available to certain residents

�D� 7KDW�UHIXQGV�RI�H[FHVV�LPSXWDWLRQ�FUHGLWV�EH�SURYLGHG�WR�UHVLGHQW

LQGLYLGXDOV�DQG�FRPSO\LQJ�VXSHUDQQXDWLRQ�HQWLWLHV�

Early refunds of excess credits in certain circumstances

�E� 7KDW�LQ�UHVSHFW�RI�FORVHO\�KHOG�WUXVWV��FORVHO\�KHOG�FRPSDQLHV�DQG

DOO�FR�RSHUDWLYHV��DUUDQJHPHQWV�EH�PDGH�WR�HQDEOH�ORZ�PDUJLQDO

UDWH�LQGLYLGXDO�LQYHVWRUV�WR�REWDLQ�HDUO\�UHIXQGV�RI�H[FHVV

LPSXWDWLRQ�FUHGLWV�

�F� 7KDW�WKH�HDUO\�UHIXQGV�EH�SURYLGHG�YLD�WKH�GLVWULEXWLQJ�HQWLW\�DW�WKH

WLPH�RI�GLVWULEXWLRQ�

Refunds related to donations to registered charities

�G� 7KDW�UHIXQGV�RI�H[FHVV�LPSXWDWLRQ�FUHGLWV�QRW�EH�H[WHQGHG�WR

WD[�H[HPSW�HQWLWLHV�RWKHU�WKDQ�LPSXWDWLRQ�FUHGLWV�DWWDFKHG�WR

¶GRQDWLRQV·�WR�UHJLVWHUHG�FKDULWLHV�E\�ZD\�RI�WUXVW�GLVWULEXWLRQV�

Access to refunds

,Q�$�1HZ�7D[�6\VWHP��WKH�*RYHUQPHQW�SURSRVHG�UHIXQGV�RI�H[FHVV�LPSXWDWLRQ

FUHGLWV�IRU�UHVLGHQW�LQGLYLGXDOV�DQG�FRPSO\LQJ�VXSHUDQQXDWLRQ�IXQGV���7KH

5HYLHZ�VXSSRUWV�WKLV�PHDVXUH��ZKLFK�ZLOO�HQVXUH�WKDW�VXFK�WD[SD\HUV�DUH�WD[HG

DW�WKHLU�DSSURSULDWH�PDUJLQDO�UDWHV�RI�WD[�RQ�DVVHVVPHQW�
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Access to early refunds

,W�ZDV�UHFRJQLVHG�LQ�$�1HZ�7D[�6\VWHP��&KDSWHU����SDJH������WKDW�FRQVLVWHQW

HQWLW\�WD[�DUUDQJHPHQWV��LQFOXGLQJ�WKH�WD[LQJ�RI�WUXVWV�DQG�FR�RSHUDWLYHV�OLNH

FRPSDQLHV��ZKLFK�LQFRUSRUDWHG�IXOO�IUDQNLQJ�RI�GLVWULEXWLRQV�PD\�LPSRVH

DGYHUVH�FDVK�IORZ�FRQVHTXHQFHV�RQ�ORZ�PDUJLQDO�UDWH�WD[SD\HUV�GHVSLWH�WKH

DYDLODELOLW\�RI�UHIXQGV�RI�H[FHVV�LPSXWDWLRQ�FUHGLWV�RQ�DVVHVVPHQW�

,Q�FRQWUDVW�ZLWK�WKH�XQLYHUVDO�¶IXOO�IUDQNLQJ·�HIIHFW�RI�WKH�GHIHUUHG�FRPSDQ\�WD[

FDQYDVVHG�LQ�$�1HZ�7D[�6\VWHP��WKH�5HYLHZ�KDV�UHFRPPHQGHG�WD[LQJ

XQIUDQNHG�LQWHU�HQWLW\�GLVWULEXWLRQV��VHH�5HFRPPHQGDWLRQ���������7KLV�ZLOO

PHDQ�WKDW�HQWLWLHV�ZLOO�EH�DEOH�WR�FRQWLQXH�WR�GLVWULEXWH�WD[�SUHIHUUHG�LQFRPH

HDUQHG�LQ�WKH�HQWLW\�DV�XQIUDQNHG�GLVWULEXWLRQV���7R�VRPH�H[WHQW�WKLV�OHVVHQV�WKH

FDVK�IORZ�LPSDFW�RQ�ORZ�PDUJLQDO�UDWH�LQYHVWRUV�ZKR�UHFHLYH�XQIUDQNHG

GLVWULEXWLRQV�

7KH�5HYLHZ�DOVR�UHFRPPHQGV��VHH�6HFWLRQ�����IORZ�WKURXJK�WUHDWPHQW�RI

FROOHFWLYH�LQYHVWPHQW�YHKLFOHV��&,9V���UDWKHU�WKDQ�LQFOXGLQJ�&,9V�LQ�WKH�HQWLW\

WD[�DUUDQJHPHQWV��VHH�5HFRPPHQGDWLRQ���������7KLV�ZLOO�UHPRYH�WKH�SRWHQWLDO

FDVK�IORZ�LPSDFW�RQ�ORZ�PDUJLQDO�UDWH�WUXVW�EHQHILFLDULHV�ZKR�GHULYH�WKHLU

LQFRPH�ODUJHO\�IURP�&,9V�

,QYHVWRUV�LQ�ZLGHO\�KHOG�HQWLWLHV�DUH�XQOLNHO\�WR�VXIIHU�D�FDVK�IORZ�GLVDGYDQWDJH

IURP�WKH�SURSRVHG�HQWLW\�WD[DWLRQ�DUUDQJHPHQWV���6KDUHKROGHUV�LQ�FRPSDQLHV

ZLOO�EHQHILW�IURP�WKH�UHIXQGDELOLW\�RI�H[FHVV�LPSXWDWLRQ�FUHGLWV�UHODWLYH�WR�WKH

FXUUHQW�ODZ��DQG�XQLWKROGHUV�LQ�&,9V�ZLOO�HQMR\�IORZ�WKURXJK�WUHDWPHQW�

1HYHUWKHOHVV��EHQHILFLDULHV�RI�VRPH�WUXVWV�ZLOO�IDFH�DGYHUVH�FDVK�IORZ

FRQVHTXHQFHV�IURP�WKH�WD[DWLRQ�RI�WUXVWV�OLNH�FRPSDQLHV���7KLV�LV�D�SDUWLFXODU

LVVXH�IRU�VPDOO�EXVLQHVVHV��DQG�XQGHUOLQHV�WKH�FDVH�IRU�SURYLVLRQ�RI�HDUO\

UHIXQGV�WR�LQGLYLGXDO�LQYHVWRUV�LQ�FORVHO\�KHOG�HQWLWLHV���,Q�FRQWUDVW�ZLWK�WKH

KLJK�FRPSOLDQFH�FRVWV�IRU�ZLGHO\�KHOG�EXVLQHVVHV�RI�SURYLGLQJ�DQ�HDUO\�UHIXQG

PHFKDQLVP��FORVHO\�KHOG�HQWLWLHV�KDYH�D�JUHDWHU�DELOLW\�WR�FRQWURO�WKH�WLPLQJ�DQG

DPRXQW�RI�GLVWULEXWLRQV��WKHUHE\�IDFLOLWDWLQJ�DQ�HDUO\�UHIXQG�PHFKDQLVP�ZKHUH

HQWLW\�WD[�LV�SDLG�

0HPEHUV�RI�FR�RSHUDWLYHV��LQFOXGLQJ�ZLGHO\�KHOG�FR�RSHUDWLYHV��PD\�DOVR�VXIIHU

FDVK�IORZ�GLVDGYDQWDJHV���2IWHQ�WKH�FR�RSHUDWLYH�PHPEHUV�ZLOO�VHOO�WKHLU

SURGXFH�WR�WKH�FR�RSHUDWLYH�IRU�D�SULFH�EHORZ�WKH�PDUNHW�UDWH��ZLWK�WKH�EDODQFH

DUULYLQJ�YLD�D�FR�RSHUDWLYH�GLVWULEXWLRQ���7KHUHIRUH��WKH�GLVWULEXWLRQV�PD\�EH

PRUH�VLJQLILFDQW�WKDQ�D�GLVWULEXWLRQ�IURP�RWKHU�ZLGHO\�KHOG�HQWLWLHV�

7KH�IORZ�WKURXJK�WD[DWLRQ�RI�&,9V��WKH�UHFHLSW�RI�XQIUDQNHG�GLVWULEXWLRQV��DQG

WKH�YLUWXDO�SRROHG�VXSHUDQQXDWLRQ�WUXVW�WUHDWPHQW�IRU�OLIH�FRPSDQLHV�DGGUHVV

WKH�FDVK�IORZ�LVVXH�IRU�FRPSO\LQJ�VXSHUDQQXDWLRQ�IXQGV���7KH�5HYLHZ

WKHUHIRUH�GRHV�QRW�UHFRPPHQG�H[WHQGLQJ�WKH�HDUO\�UHIXQG�PHFKDQLVP�WR

FRPSO\LQJ�VXSHUDQQXDWLRQ�IXQGV���5HIXQGV�WR�VXFK�IXQGV�ZLOO�RI�FRXUVH�VWLOO�EH

DYDLODEOH�RQ�DVVHVVPHQW�
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Providing early refunds

7ZR�SRVVLEOH�DSSURDFKHV�RI�SURYLGLQJ�HDUO\�UHIXQGV�RI�H[FHVV�LPSXWDWLRQ

FUHGLWV�DUH�FDQYDVVHG�LQ�$�3ODWIRUP�IRU�&RQVXOWDWLRQ��&KDSWHU�����SDJHV����������

� SURYLGLQJ�D�UHIXQG�DW�WKH�HQWLW\�OHYHO�VR�WKDW�GLVWULEXWLRQV�WR�HOLJLEOH

EHQHILFLDULHV�DUH�JURVV�RI�FRPSDQ\�WD[��RU

� DOORZLQJ�DQ�RSWLRQ�IRU�UHIXQGDEOH�FUHGLWV�WR�EH�FODLPHG�WKURXJK�LQVWDOPHQWV

GXULQJ�WKH�FRXUVH�RI�WKH�LQFRPH�\HDU�

7KH�UHFRPPHQGHG�RSWLRQ�LV�WR�UHTXLUH�FORVHO\�KHOG�HQWLWLHV��GHILQHG�LQ

5HFRPPHQGDWLRQ�������DQG�DOO�FR�RSHUDWLYHV�WR�SURYLGH�UHIXQGV�DW�WKH�HQWLW\

OHYHO���7KLV�LV�WKH�EHVW�RSWLRQ�IRU�WKH�WD[SD\HU�HQWLWOHG�WR�D�UHIXQG��EHFDXVH

WKHUH�LV�QR�GRXEOH�KDQGOLQJ�RU�WLPH�GHOD\�EHWZHHQ�WKH�UHFHLSW�RI�WKH

GLVWULEXWLRQ�DQG�WKH�UHIXQG���,W�DOVR�REYLDWHV�WKH�QHHG�IRU�QRQ�ORGJLQJ�LQYHVWRUV

WR�ORGJH�D�UHWXUQ�MXVW�WR�REWDLQ�WKH�UHIXQG�

Receipt of refunds

7KH�PHFKDQLVP�IRU�SURYLGLQJ�WKH�UHIXQG�DW�WKH�HQWLW\�OHYHO�ZLOO�LQFOXGH�WKH

IROORZLQJ�UHTXLUHPHQWV�

� DQ�HOLJLEOH�PHPEHU�QRWLI\LQJ�WKH�GLVWULEXWLQJ�HQWLW\�RI�WKHLU�HOHFWLRQ�WR

REWDLQ�HDUO\�UHIXQGV�RI�H[FHVV�LPSXWDWLRQ�FUHGLWV��DV�ZHOO�DV�D�VHOHFWHG�UDWH

RI�¶ZLWKKROGLQJ·��FKRVHQ�IURP�D�UDQJH�RI�UDWHV��IRU�H[DPSOH������������������

RU����SHU�FHQW��

� WKH�GLVWULEXWLQJ�HQWLW\�HIIHFWLQJ�HDUO\�UHIXQGV�WR�WKRVH�PHPEHUV�E\�SD\LQJ

GLVWULEXWLRQV�JURVV�RI�HQWLW\�WD[��EXW�QRW�RI�WKH�VHOHFWHG�ZLWKKROGLQJ�UDWH��WR

WKRVH�PHPEHUV�

� WKH�GLVWULEXWLQJ�HQWLW\�UHGXFLQJ�LWV�QHW�3$<*�SD\PHQWV�WR�WDNH�DFFRXQW�RI

WKH�HDUO\�UHIXQGV�RI�H[FHVV�LPSXWDWLRQ�FUHGLWV�PDGH�WR�LWV�PHPEHUV�

� DGYLFH�IRU�PHPEHUV�VWLOO�WR�VKRZ�WKH�IUDQNHG�SRUWLRQ�RI�WKH�GLVWULEXWLRQ�WR

IDFLOLWDWH�DVVHVVPHQW�ZKHUH�QHFHVVDU\��DQG

� PHPEHUV�UHFHLYLQJ�HDUO\�UHIXQGV�ZLOO�QRW�KDYH�WR�ORGJH�UHWXUQV�VLPSO\

EHFDXVH�RI�WKH�UHFHLSW�RI�WKH�UHIXQG��XQOHVV��DV�QRZ��WKHLU�LQFRPH�OHYHO

UHTXLUHV�ORGJHPHQW�

7KRVH�WD[SD\HUV�ZKR�KDYH�QRW�DFFHVVHG�HDUO\�UHIXQGV�ZLOO�VWLOO�EH�DEOH�WR

UHFHLYH�WKH�UHIXQG�RQ�DVVHVVPHQW�

Tax-exempt members

'XULQJ�FRQVXOWDWLRQ�D�QXPEHU�RI�VXEPLVVLRQV�VRXJKW�UHIXQGV�RI�H[FHVV

LPSXWDWLRQ�FUHGLWV�IRU�DOO�RU�VRPH�WD[�H[HPSWV��,Q�$�3ODWIRUP�IRU�&RQVXOWDWLRQ

�&KDSWHU�����SDJHV�����������LW�ZDV�H[SODLQHG�WKDW�LQ�$�1HZ�7D[�6\VWHP�WKH

*RYHUQPHQW�SURSRVHG�D�UHIXQG�RI�LPSXWDWLRQ�FUHGLWV�IRU�WD[�SDLG�DW�WKH�WUXVW
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OHYHO�RQ�¶GRQDWLRQV·�WR�UHJLVWHUHG�FKDULWLHV�E\�ZD\�RI�WUXVW�GLVWULEXWLRQV���7KH

5HYLHZ�UHFRPPHQGV�WKDW�DSSURDFK��ZKLFK�ZLOO�PDLQWDLQ�WKH�FXUUHQW�QHW�WD[

SRVLWLRQ�RI�VXFK�GRQDWLRQV�

A common start date for entity
taxation

Recommendation
11.8 Commencement of entity taxation regime

7KDW�VXEMHFW�WR�5HFRPPHQGDWLRQ�������WKH�HQWLW\�WD[�DUUDQJHPHQWV�DSSO\

WR�DOO�HQWLWLHV�IURP�WKH�VDPH�GDWH�

7KH�HQWLW\�WD[�V\VWHP�LV�LQWHQGHG�WR�DSSO\�IURP�D�SDUWLFXODU�LQFRPH�\HDU���0RVW

HQWLWLHV�KDYH�DQ�LQFRPH�\HDU�WKDW�FRUUHVSRQGV�ZLWK�WKH�XVXDO�ILQDQFLDO�\HDU

FRPPHQFLQJ�RQ���-XO\�

)RU�HDUO\�EDODQFLQJ�HQWLWLHV��DSSO\LQJ�WKH�UHJLPH�IURP�WKH�EHJLQQLQJ�RI�WKHLU

��������LQFRPH�\HDU�FRXOG�SRWHQWLDOO\�PHDQ�WKDW�WKH\�ZRXOG�KDYH�OLWWOH�RU�QR

QRWLFH�RI�DOO�WKH�GHWDLOV�RI�WKH�OHJLVODWLRQ�FRYHULQJ�WKH�HQWLW\�WD[�V\VWHP�SULRU�WR

WKDW�WLPH�

$�FRPPRQ�VWDUW�GDWH�DYRLGV�WKHVH�SUREOHPV��EXW�LQYROYHV�DGGLWLRQDO

FRPSOH[LW\�LQ�WKH�OHJLVODWLRQ�DQG�DVVRFLDWHG�KLJKHU�FRPSOLDQFH�FRVWV�IRU�HQWLWLHV

ZLWK�HDUO\�DQG�ODWH�EDODQFLQJ�GDWHV���6XFK�HQWLWLHV�PD\�KDYH�WR�SUHSDUH�WZR

VHSDUDWH�WD[�FDOFXODWLRQV�IRU�WKH�DIIHFWHG�LQFRPH�\HDU�VR�DV�WR�FRYHU�WKH

GLIIHUHQW�DUUDQJHPHQWV�DSSO\LQJ�WR�WKH�SHULRGV�EHIRUH�DQG�DIWHU���-XO\�

1RWZLWKVWDQGLQJ�WKLV�GLVDGYDQWDJH��FRQVXOWDWLRQV�KDYH�LQGLFDWHG�VXSSRUW�IRU�D

FRPPRQ�VWDUW�GDWH�

Reducing the company tax rate

Recommendation
11.9 Phased reduction in company tax rate

7KDW�WKH�FRPSDQ\�WD[�UDWH�EH�UHGXFHG�

�L� LQ�UHODWLRQ�WR�WKH���������LQFRPH�\HDU�³�WR����SHU�FHQW��DQG
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�LL� IRU�WKH���������LQFRPH�\HDU�DQG�WKHUHDIWHU�³�WR����SHU�FHQW�

A 30 per cent tax rate

7KH�UHPRYDO�RI�DFFHOHUDWHG�GHSUHFLDWLRQ��DQG�RWKHU�UHIRUPV�WR�WKH�EXVLQHVV

LQFRPH�WD[�V\VWHP��SURYLGH�VFRSH�ZLWKLQ�WKH�UHYHQXH�QHXWUDOLW\�FRQVWUDLQW�WR

UHGXFH�WKH�FRPSDQ\�WD[�UDWH�WR����SHU�FHQW�IURP�WKH���������LQFRPH�\HDU�

7KDW�FRQVWUDLQW�ZLOO�SURYLGH�IRU�D����SHU�FHQW�UDWH�IRU�WKH���������LQFRPH�\HDU�

EXW�ZLWK�QR�YDULDWLRQ�LQ�LQVWDOPHQWV�SHUPLWWHG�EHIRUH���-XO\��������5HYHQXH

QHXWUDOLW\�DVLGH��WKH����SHU�FHQW�UDWH�KDV�VWUXFWXUDO�DGYDQWDJHV�DV�LW�ZLOO�DOLJQ�WKH

FRPSDQ\�WD[�UDWH�ZLWK�WKH����SHU�FHQW�PDUJLQDO�WD[�UDWH�DSSOLFDEOH�WR�PRVW

LQGLYLGXDO�WD[SD\HUV�

0RUHRYHU��D����SHU�FHQW�WD[�UDWH�ZLOO�PDNH�WKH�KHDGOLQH�UDWH�RI�FRUSRUDWH�WD[

LQWHUQDWLRQDOO\�FRPSHWLWLYH��ERWK�LQ�WHUPV�RI�WKH�$VLD�3DFLILF�UHJLRQ�DQG

FRPSDUHG�ZLWK�WKH�FRUSRUDWH�WD[�UDWH�RSHUDWLQJ�LQ�FDSLWDO�H[SRUWLQJ�FRXQWULHV�

%\�SURYLGLQJ�D�FRPSHWLWLYH�FRUSRUDWH�WD[�UDWH��QRQ�SRUWIROLR�IRUHLJQ�LQYHVWRUV

LQ�$XVWUDOLDQ�FRPSDQLHV�FDQ�EHQHILW�EHFDXVH�WKH\�ZLOO�EH�EHWWHU�SODFHG�WR�XWLOLVH

IRUHLJQ�WD[�FUHGLWV�DYDLODEOH�LQ�WKHLU�KRPH�MXULVGLFWLRQV�³�UHGXFLQJ�WKH

SRVVLELOLW\�RI�IRUHLJQ�WD[�FUHGLWV�EHLQJ�ORVW�EHFDXVH�WKH�$XVWUDOLDQ�WD[�UDWH�LV

KLJKHU�WKDQ�WKHLU�KRPH�FRXQWU\�UDWHV���)RU�SRUWIROLR�LQYHVWRUV�ZKR�UHFHLYH�QR

FUHGLW�LQ�WKHLU�KRPH�FRXQWU\�IRU�XQGHUO\LQJ�FRPSDQ\�WD[��UHGXFLQJ�WKH�WD[�UDWH

GLUHFWO\�LQFUHDVHV�WKHLU�DIWHU�WD[�UHWXUQ�IURP�LQYHVWLQJ�LQ�$XVWUDOLDQ�VWRFNV�

0RUH�JHQHUDOO\��D�ORZ�FRPSDQ\�WD[�UDWH�LV�D�VWURQJ�VLJQDO�WR�WKH�IRUHLJQ

LQYHVWRU��HVSHFLDOO\�LI�DFFRPSDQLHG�E\�D�FOHDU�DQG�XVHU�IULHQGO\�WD[�V\VWHP�

%\�LQFUHDVLQJ�$XVWUDOLD·V�DWWUDFWLYHQHVV�DV�DQ�LQYHVWPHQW�ORFDWLRQ��D�ORZHU

FRPSDQ\�WD[�UDWH�VWUHQJWKHQV�$XVWUDOLD·V�SURVSHFWV�IRU�LQYHVWPHQW��HFRQRPLF

JURZWK�DQG�MREV���&UXFLDO�WR�WKLV�DUH�WKH�DFFRPSDQ\LQJ�UHIRUPV�WR�WKH�EXVLQHVV

LQYHVWPHQW�EDVH�EHFDXVH�WKH\�ZLOO�DWWUDFW�LQYHVWPHQW�WR�ZKHUH�LW�ZLOO�EH�PRVW

SURGXFWLYH��QRW�ZKHUH�D�IDXOW\�WD[�V\VWHP�FKDQQHOV�LW���7KH�VWUHQJWK�RI

$XVWUDOLD·V�FRPPHUFLDO�EDVH�DQG�WKH�ORQJ�UXQ�JURZWK�SRWHQWLDO�RI�$XVWUDOLD�DUH

EROVWHUHG�DV�D�UHVXOW�

5HGXFLQJ�WKH�FRUSRUDWH�WD[�UDWH�ZLOO�DOVR�HQDEOH�$XVWUDOLDQ�FRPSDQLHV�WR

PDLQWDLQ�GLYLGHQG�IORZV�WR�VKDUHKROGHUV�ZKLOH�LQFUHDVLQJ�WKH�OHYHOV�RI�UHWDLQHG

LQFRPH�DQG�LQYHVWPHQW�




