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Venture capital tax relief

Recommendation
19.1 Targeted tax relief for venture capital investment

Capital gains tax exemption

�D� 7KDW��IURP�WKH�GDWH�RI�DQQRXQFHPHQW��QRQ�UHVLGHQW�WD[�H[HPSW

SHQVLRQ�IXQGV�IURP�FHUWDLQ�MXULVGLFWLRQV��RU�OLPLWHG�SDUWQHUVKLSV�RI

VXFK�IXQGV��EH�DOORZHG�DQ�H[SOLFLW�H[HPSWLRQ�IURP�LQFRPH�WD[�RQ

JDLQV�GHULYHG�IURP�WKH�GLVSRVDO�RI�LQYHVWPHQWV�LQ�QHZ�HTXLW\�LQ

HOLJLEOH�YHQWXUH�FDSLWDO�SURMHFWV�

Scope of exemption

�E� 7KDW�WKH�H[HPSWLRQ�EH�UHVWULFWHG�WR�

�L� H[HPSW�SHQVLRQ�IXQGV�IURP�WKH�8QLWHG�6WDWHV��WKH

8QLWHG�.LQJGRP��-DSDQ��*HUPDQ\��)UDQFH�DQG�&DQDGD�³

IURP�WKH�GDWH�RI�DQQRXQFHPHQW�

�LL� RWKHU�FRXQWULHV·�SHQVLRQ�IXQGV�SURYLGHG�WKRVH�FRXQWULHV

H[HPSW�RQO\�ERQD�ILGH�SHQVLRQ�IXQGV�³�RQ�RU�DIWHU�WKH�GDWH

RI�HIIHFW�VSHFLILHG�LQ�DPHQGLQJ�OHJLVODWLRQ�

�LLL� LQYHVWPHQWV�ZKLFK�DUH�DW�ULVN�DQG�KHOG�E\�WKH�LQYHVWRU�IRU�D

SHULRG�RI�QRW�OHVV�WKDQ����PRQWKV��DQG

�LY� LQYHVWPHQWV�LQ�DQ�HOLJLEOH�YHQWXUH�FDSLWDO�SURMHFW�³�GHILQHG

DV�RQH�ZKHUH�WKH�UHFHLYLQJ�HQWLW\�

� KDV�JURVV�DVVHWV�QRW�H[FHHGLQJ�����PLOOLRQ��LQFOXGLQJ

WKH�QHZ�LQYHVWPHQW���DQG

� GRHV�QRW�HQJDJH�LQ�SURSHUW\�GHYHORSPHQW�DV�LWV�SULPDU\

DFWLYLW\�

General provision

$�3ODWIRUP�IRU�&RQVXOWDWLRQ��SDJH������UDLVHG�WKH�LVVXH�RI�WDUJHWHG�FDSLWDO�JDLQV�WD[

�&*7��UHOLHI�IRU�YHQWXUH�FDSLWDO�LQYHVWPHQW���6XEPLVVLRQV�WR�WKH�5HYLHZ�DUJXHG

WKDW�WKHUH�LV�D�VKRUWDJH�RI�YHQWXUH�FDSLWDO�IXQGLQJ�LQ�$XVWUDOLD�DQG�WKDW�WKH

FXUUHQW�&*7�UHJLPH�LV�DQ�LPSHGLPHQW�WR�WKH�GHYHORSPHQW�RI�WKLV�PDUNHW�

7KH�5HYLHZ�DFFHSWV�WKH�DUJXPHQW�WKDW�WR�VWLPXODWH�YHQWXUH�FDSLWDO�IXQGLQJ

IURP�ERWK�GRPHVWLF�DQG�QRQ�UHVLGHQW�VRXUFHV�LW�LV�QHFHVVDU\�WR�PDNH�WKH�&*7

UHJLPH�PRUH�FRPSHWLWLYH���7KH�5HYLHZ�DOVR�DFFHSWV�WKH�DUJXPHQW�WKDW�FDSLWDO
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IURP�LQWHUQDWLRQDO�LQYHVWRUV�ZRXOG�QRW�RQO\�KDYH�D�GLUHFW�HIIHFW�EXW�ZRXOG�EH�D

FDWDO\VW�IRU�GHYHORSPHQW�RI�WKH�GRPHVWLF�YHQWXUH�FDSLWDO�PDUNHW�LI�WKH�SUHVHQFH

RI�H[SHULHQFHG�IRUHLJQ�LQYHVWRUV�VSLOOV�RYHU�LQWR�DQ�HQKDQFHG�ORFDO�FDSDFLW\�IRU

DVVHVVLQJ�DQG�XQGHUWDNLQJ�KLJK�ULVN�LQYHVWPHQWV�

6XEPLVVLRQV�KDYH�SRLQWHG�WR�D�FODVV�RI�QRQ�UHVLGHQW�LQYHVWRUV�WKDW�ZRXOG

LQYHVW�LQ�YHQWXUH�FDSLWDO�SURMHFWV�LQ�$XVWUDOLD��ZHUH�LW�QRW�IRU�WKH�FXUUHQW�&*7

UHJLPH���)RUHLJQ�WD[�H[HPSW�HQWLWLHV��IRU�H[DPSOH�86�SHQVLRQ�IXQGV��DUH

KLQGHUHG�EHFDXVH�WKH\�IDFH�QR�WD[�RQ�LQYHVWPHQWV�DW�KRPH�DQG�PDQ\�RWKHU

FRXQWULHV�EXW�WKHUH�LV�FRQVLGHUDEOH�GRXEW�ZLWKLQ�WKH�LQYHVWPHQW�FRPPXQLW\

DERXW�WKHLU�OLDELOLW\�IRU�$XVWUDOLDQ�WD[DWLRQ�

7KLV�PHDVXUH��WRJHWKHU�ZLWK�VFULS�IRU�VFULS�UROORYHU�UHOLHI

�5HFRPPHQGDWLRQ��������VKRXOG�VLJQLILFDQWO\�LPSURYH�WKH�FOLPDWH�IRU

HQFRXUDJLQJ�QHZ�YHQWXUHV��SDUWLFXODUO\�WKRVH�RI�DQ�LQQRYDWLYH�QDWXUH��WR

EHFRPH�HVWDEOLVKHG�LQ�$XVWUDOLD�

Application

7KH�5HYLHZ·V�UHFRPPHQGDWLRQ�WKDW�WD[�H[HPSW�SHQVLRQ�IXQGV�IURP�FHUWDLQ

MXULVGLFWLRQV�EH�JUDQWHG�DQ�H[SOLFLW�WD[�H[HPSWLRQ�RQ�LQFRPH��LQFOXGLQJ�FDSLWDO

JDLQV��GHULYHG�IURP�WKH�GLVSRVDO�RI�LQYHVWPHQWV�LQ�QHZ�HTXLW\�LQ�HOLJLEOH

YHQWXUH�FDSLWDO�SURMHFWV�LV�LQWHQGHG�WR�SODFH�WKHLU�WD[DWLRQ�VWDWXV�EH\RQG�GRXEW�

2QH�FRQFHUQ�DPRQJ�SRWHQWLDO�LQYHVWRUV��FXUUHQWO\��LV�WKDW�WKH\�PD\�EH�GHHPHG

WR�KDYH�D�ORFDO�HVWDEOLVKPHQW��ZKLFK��XQGHU�H[LVWLQJ�FXUUHQW�ODZ��ZRXOG�H[SRVH

WKHP�WR�WD[���7KH�5HYLHZ·V�UHFRPPHQGDWLRQ�ZLOO�DSSO\�UHJDUGOHVV�RI�ZKHWKHU

WKH�LQYHVWRU�KDV�D�SHUPDQHQW�HVWDEOLVKPHQW�LQ�$XVWUDOLD���,W�ZLOO�DOVR�HQVXUH

WKDW��IRU�H[DPSOH��MXVW�DV�DQ�$XVWUDOLDQ�VXSHUDQQXDWLRQ�IXQG�LV�QRW�WD[HG�LQ�WKH

86�RQ�FDSLWDO�JDLQV�PDGH�LQ�WKH�86��86�SHQVLRQ�IXQGV�ZLOO�VLPLODUO\�HQMR\

FRPSDUDEOH�WUHDWPHQW�RQ�FDSLWDO�JDLQV�GHULYHG�IURP�YHQWXUH�FDSLWDO

LQYHVWPHQWV�LQ�$XVWUDOLD�

,Q�RUGHU�WR�PD[LPLVH�WKH�FDWFKPHQW�IRU�SRWHQWLDO�YHQWXUH�FDSLWDO�ZKLOH

JXDUGLQJ�DJDLQVW�SRVVLEOH�DYRLGDQFH�DFWLYLW\��WKH�5HYLHZ�UHFRPPHQGV�WKDW�WKH

UHOLHI�RQ�FDSLWDO�JDLQV�EH�DYDLODEOH�WR�IXQGV�UHVLGHQW�LQ�DQ\�¶DSSURYHG·

MXULVGLFWLRQ���7KH�PDLQ�FULWHULRQ�IRU�DSSURYDO�LV�WKDW�WKH�H[HPSWLRQ�RI�SHQVLRQ

IXQGV�LQ�WKH�IRUHLJQ�MXULVGLFWLRQ�VKRXOG�EH�DYDLODEOH�RQO\�WR�ERQD�ILGH

UHWLUHPHQW�SHQVLRQ�IXQGV���7R�REYLDWH�XQQHFHVVDU\�GHOD\�LQ�FRPPHQFHPHQW�RI

WKH�VFKHPH��WKH�PHDVXUH�ZLOO�DSSO\�IURP�DQQRXQFHPHQW�WR�H[HPSW�SHQVLRQ

IXQGV�IURP�WKH�86��WKH�8.��-DSDQ��*HUPDQ\��)UDQFH�DQG�&DQDGD���7KH�OLVW�RI

HOLJLEOH�FRXQWULHV�ZLOO�WKHQ�EH�H[SDQGHG�ZLWK�GDWH�RI�HIIHFW�VSHFLILHG�LQ

DPHQGLQJ�OHJLVODWLRQ�VXEMHFW�WR�WKH�FULWHULRQ�PHQWLRQHG�DERYH���7KH�VL[�VSHFLILF

FRXQWULHV�OLVWHG�KDYH�WD[�V\VWHPV�ZKLFK�DUH�FORVHO\�FRPSDUDEOH�ZLWK�$XVWUDOLD·V�

6LQFH�WKH�IRUHLJQ�MXULVGLFWLRQV�WKDW�TXDOLI\�ZLOO�EH�XQFOHDU�XQWLO�GUDIW�OHJLVODWLRQ

LV�DYDLODEOH��WKH�5HYLHZ�UHFRPPHQGV�WKDW�WKLV�PHDVXUH�DSSO\�RQO\�IURP�D�GDWH
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WR�EH�DQQRXQFHG�³�WKDW�GDWH�FRXOG�EH�DQQRXQFHG�ZKHQ�WKH�H[SRVXUH

OHJLVODWLRQ�LV�DYDLODEOH�RU�DW�WKH�WLPH�WKH�DPHQGLQJ�OHJLVODWLRQ�LV�LQWURGXFHG�

3DUWQHUVKLSV�RI�H[HPSW�IRUHLJQ�SHQVLRQ�IXQGV�IURP�WKH�DSSURYHG�MXULVGLFWLRQV�

HYHQ�LI�DOO�WKH�SDUWQHUV�DUH�QRW�UHVLGHQW�LQ�WKH�VDPH�MXULVGLFWLRQ��ZLOO�DOVR�TXDOLI\

IRU�FRQFHVVLRQDO�FDSLWDO�JDLQV�WUHDWPHQW���,W�LV�QRW�LQWHQGHG�WKDW�WKH�UHOLHI�EH

H[WHQGHG�WR�FRPELQDWLRQV�RI�SHQVLRQ�IXQGV�ZKHUH�DQ\�RI�WKH�IXQGV�LQYROYHG

DUH�QRW�WD[�H[HPSW�LQ�WKHLU�KRPH�MXULVGLFWLRQ���,W�ZLOO�DOVR�EH�QHFHVVDU\�IRU

QRQ�UHVLGHQW�SHQVLRQ�IXQGV�WR�GHPRQVWUDWH�WKDW�WKH\�DUH�LQGHHG�WD[�H[HPSW�LQ

WKHLU�KRPH�MXULVGLFWLRQ�

7R�WDUJHW�WKH�FDSLWDO�JDLQV�UHOLHI�HIIHFWLYHO\��WKH�5HYLHZ�FRQVLGHUV�WKDW�WKH

EHQHILWV�RI�WKH�FRQFHVVLRQ�VKRXOG�DFFUXH�WR�WKRVH�LQYHVWRUV�ZKR�EHDU�WKH�ULVN

RI�LQYHVWLQJ�LQ�YHQWXUH�FDSLWDO�SURMHFWV���:KHUH�DQ�LQYHVWRU�LV�DEOH�WR�HQWHU�LQWR

DQ�DUUDQJHPHQW�ZKHUHE\�LWV�LQYHVWPHQW�LV�SURWHFWHG�RU�JXDUDQWHHG�LQ�VRPH

PDQQHU��LW�LV�OLNHO\�WKDW�WKH�LQYHVWPHQW�ZRXOG�KDYH�WDNHQ�SODFH�LQ�WKH�DEVHQFH

RI�DQ\�FRQFHVVLRQ���,Q�WKLV�FDVH�WKH�DSSOLFDWLRQ�RI�WKH�FRQFHVVLRQ�ZRXOG�MXVW�DFW

WR�UDLVH�WKH�UHWXUQV�WR�WKH�LQYHVWRU�UDWKHU�WKDQ�HQFRXUDJH�LQYHVWPHQW�WKDW

ZRXOG�QRW�RWKHUZLVH�KDYH�WDNHQ�SODFH���$FFRUGLQJO\��WKH�5HYLHZ�KDV�OLPLWHG�WKH

DSSOLFDWLRQ�RI�WKH�FRQFHVVLRQ�WR�WKRVH�LQYHVWRUV�ZKR�EHDU�WKH�ULVN�RI�WKHLU

LQYHVWPHQWV���7KH�GHWDLOV�RI�KRZ�WKLV�PHDVXUH�ZLOO�WDUJHW�LQYHVWRUV�ZKR�DUH

EHDULQJ�ULVN�RQ�WKHLU�LQYHVWPHQWV�LQ�YHQWXUH�FDSLWDO�SURMHFWV�ZLOO�EH�LQFOXGHG�LQ

WKH�GUDIW�OHJLVODWLRQ�

,W�KDV�DOVR�EHHQ�DUJXHG�WKDW�YHQWXUH�FDSLWDO�SURMHFWV�UHTXLUH�¶SDWLHQW·�FDSLWDO�LQ

RUGHU�WR�IDFLOLWDWH�WKH�WUDQVIHU�RI�PDQDJHPHQW�DQG�RWKHU�VNLOOV�WR�VXFK�VWDUW�XSV�

7R�IDFLOLWDWH�WKLV��WKH�LQYHVWPHQW�ZLOO�QHHG�WR�EH�KHOG�IRU�QRW�OHVV�WKDQ

���PRQWKV�LQ�RUGHU�WR�TXDOLI\�IRU�WKH�FRQFHVVLRQ���7KLV�EDODQFHV�WKH�FRPSHWLQJ

LQWHUHVWV�RI�HQFRXUDJLQJ�SDWLHQW�FDSLWDO�IRU�YHQWXUH�FDSLWDO�SURMHFWV�DQG

SURYLGLQJ�IOH[LELOLW\�IRU�LQYHVWRUV�WR�UHYLVH�WKHLU�KROGLQJV�

Eligibility

7KH�5HYLHZ�KDV�GHOLEHUDWHO\�VRXJKW�WR�HVWDEOLVK�EURDG�FULWHULD�IRU�GHWHUPLQLQJ

HOLJLEOH�SURMHFWV���7KH�DLP�LV�WR�LGHQWLI\�EURDG�FULWHULD�WKDW�HQFRPSDVV�KLJKHU

ULVN�YHQWXUH�FDSLWDO�SURMHFWV�ZLWKRXW�WKH�QHHG�IRU�JRYHUQPHQW�WR�SUHGHWHUPLQH

WKH�H[DFW�QDWXUH�RI�WKH�SURMHFWV���3URSHUW\�GHYHORSPHQW�LQYHVWPHQWV�DUH

H[FOXGHG�EHFDXVH�WKH\�ZRXOG�QRW�IDOO�XQGHU�HYHQ�D�EURDG�GHILQLWLRQ�RI�WKH�WHUP

¶LQQRYDWLRQ·���$�VLPLODU�H[FOXVLRQ�DSSOLHV�LQ�WKH�8QLWHG�.LQJGRP·V�(QWHUSULVH

,QYHVWPHQW�6FKHPH�IRU�VLPLODU�UHDVRQV�WR�WKRVH�PRWLYDWLQJ�WKH�5HYLHZ·V

UHFRPPHQGDWLRQ�

$�OLPLW�RI�����PLOOLRQ�RQ�WKH�JURVV�DVVHWV�RI�WKH�ILUPV�UHFHLYLQJ�WKH�LQYHVWPHQW

ZLOO�HQVXUH�WKDW�WKH�UHOLHI�LV�WDUJHWHG�WR�ILUPV�WKDW�PD\�IDFH�GLIILFXOWLHV�LQ�UDLVLQJ

VLJQLILFDQW�QHZ�FDSLWDO���,W�ZLOO�QRW�IXQFWLRQ�WR�OLPLW�WKH�VL]H�RI�WKH�LQYHVWRU·V

WRWDO�SRUWIROLR�RI�VXFK�LQYHVWPHQWV���$QG�WKHUH�ZRXOG�EH�QR�OLPLW�RQ�WKH�WRWDO

FDSLWDO�JDLQ�LQ�UHVSHFW�RI�ZKLFK�WKH�LQYHVWRU�ZLOO�EH�DEOH�WR�JDLQ�UHOLHI�
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Pooled Development Funds

'RPHVWLF�LQYHVWRUV�DUH�DOVR�DQ�LPSRUWDQW�SRWHQWLDO�VRXUFH�RI�YHQWXUH�FDSLWDO

IXQGLQJ���7KH�5HYLHZ�QRWHV�WKDW�WKH�3RROHG�'HYHORSPHQW�)XQG��3')�

SURJUDP�LV�GHVLJQHG�WR�SURYLGH�DQ�LQFHQWLYH�IRU�ORFDO�LQYHVWPHQW�LQ�YHQWXUH

FDSLWDO�SURMHFWV��VHH�$WWDFKPHQW�$�WR�WKLV�VHFWLRQ����7KH�5HYLHZ�FRQVLGHUV�WKDW

WKH�3')�SURJUDP�RIIHUV�DQ�DSSURSULDWH�PHFKDQLVP�WR�HQFRXUDJH�LQYHVWPHQW

LQ�YHQWXUH�FDSLWDO�E\�GRPHVWLF�LQYHVWRUV�DQG�KDV�QRWHG�WKH�FKDQJHV�WR�WKH

SURJUDP�DQQRXQFHG�E\�WKH�*RYHUQPHQW�LQ�WKH�����������%XGJHW�WR�HQKDQFH

LWV�DWWUDFWLYHQHVV�DV�D�YHKLFOH�IRU�YHQWXUH�FDSLWDO�LQYHVWPHQW�

5HSUHVHQWDWLRQV�WR�WKH�5HYLHZ�KDYH�VXJJHVWHG�WKDW�WKH�3')�VFKHPH�FDQ�EH

GLIILFXOW�WR�DFFHVV���7KH�PDLQ�FRQFHUQV�ZHUH�WKH�UHTXLUHPHQW�IRU�WKH�3')�WR

LQYHVW�LQ�QHZ�HTXLW\�DQG�WKH����SHU�FHQW�OLPLWDWLRQ�RQ�LQGLYLGXDO�KROGLQJV�LQ�D

3')��DOWKRXJK�VXSHUDQQXDWLRQ�IXQGV��LQFOXGLQJ�QRQ�UHVLGHQW�SHQVLRQ�IXQGV�

ZLOO�EH�DEOH�WR�RZQ�����SHU�FHQW�RI�D�3')�IROORZLQJ�WKH�FKDQJHV�DQQRXQFHG�LQ

WKH�%XGJHW����:KLOH�WKHVH�LVVXHV�DUH�EH\RQG�WKH�VFRSH�RI�WKH�5HYLHZ��WKH

*RYHUQPHQW�PD\�ZLVK�WR�FRQVLGHU�ZKHWKHU�D�UHOD[DWLRQ�RI�WKHVH�UHTXLUHPHQWV

PD\�EH�XVHIXO�LQ�VWLPXODWLQJ�IXUWKHU�GRPHVWLF�YHQWXUH�FDSLWDO�LQYHVWPHQW�

Recommendation
19.2 Effectiveness review for venture capital relief

Review after five years

�D� 7KDW�WKH�HIIHFWLYHQHVV�RI�WKH�FRQFHVVLRQ�SURSRVHG�LQ

5HFRPPHQGDWLRQ������EH�UHYLHZHG�ILYH�\HDUV�DIWHU�LWV�LQWURGXFWLRQ�

Investors to supply annual information

�E� 7KDW�WR�IDFLOLWDWH�WKH�UHYLHZ��LQYHVWRUV�EH�UHTXLUHG�

�L� WR�UHJLVWHU�ZLWK��DQG�SURYLGH�LQIRUPDWLRQ�WR��WKH�3RROHG

'HYHORSPHQW�)XQG��3')��%RDUG�ZKHQ�WKH�LQYHVWPHQW�LV

PDGH��DQG

�LL� WR�SURYLGH�DQ�DQQXDO�UHWXUQ�LQGLFDWLQJ��IRU�H[DPSOH��WKH

DPRXQW�LQYHVWHG�DQG�DQ\�GLVWULEXWLRQV�PDGH�

7KH�5HYLHZ�KDV�EHHQ�FRQYLQFHG�WKDW�$XVWUDOLD�VWDQGV�WR�EHQHILW�IURP

VWLPXODWLQJ�WKH�YHQWXUH�FDSLWDO�PDUNHW���+RZHYHU��WKH�SURRI�ZLOO�EH�LQ�WKH

HIIHFWLYHQHVV�RI�WKLV�VFKHPH���$FFRUGLQJO\��LW�LV�SURSRVHG�WKDW�D�UHYLHZ�WDNH

SODFH�ILYH�\HDUV�DIWHU�FRPPHQFHPHQW���,QYHVWRUV�ZLVKLQJ�WR�EHQHILW�IURP

FRQFHVVLRQDO�WUHDWPHQW�ZLOO�EH�UHTXLUHG�WR�UHJLVWHU�ZLWK�DQG�SURYLGH

LQIRUPDWLRQ�WR�WKH�3')�%RDUG�DW�WKH�FRPPHQFHPHQW�RI�WKHLU�LQYHVWPHQW�DQG

LQ�DQQXDO�UHWXUQV�LQ�RUGHU�WR�SURYLGH�D�IDFWXDO�EDVLV�IRU�WKH�UHYLHZ���,Q



Section 19:  Capital market incentives

A Tax System Redesigned 615

SDUWLFXODU��WKH�UHFRPPHQGHG�UHYLHZ�VKRXOG�H[DPLQH�ZKHWKHU�WKHUH�KDV�EHHQ�D

QHW�DGGLWLRQ�WR�WRWDO�LQYHVWPHQW�LQ�YHQWXUH�FDSLWDO�DQG�ZKHWKHU�FKDQJHV�VKRXOG

EH�PDGH�WR�WKH�OLVW�RI�MXULVGLFWLRQV�FRYHUHG�

7KH�SURYLVLRQ�RI�LQIRUPDWLRQ�E\�WKH�LQYHVWRU�LV�QRW�PHDQW�WR�EH�RQHURXV�DQG

VKRXOG�QRW�UHTXLUH�WKH�LQYHVWRU�WR�SURYLGH�DQ\�PRUH�LQIRUPDWLRQ�WKDQ�LW�ZRXOG

FROOHFW�LQ�WKH�QRUPDO�FRXUVH�RI�EXVLQHVV���5HTXLVLWH�LQIRUPDWLRQ�ZRXOG�LQFOXGH

WKH�DPRXQW�RI�WKH�LQYHVWPHQW�DQG�WKH�DPRXQW�UHWXUQHG�WR�LQYHVWRUV�E\�ZD\�RI

GLVWULEXWLRQV�DQG�UHWXUQ�RI�FDSLWDO�

Scrip-for-scrip rollover relief

Recommendation
19.3 Rollover relief for takeovers

Takeovers to be by widely held entities

�D� 7KDW��FRPPHQFLQJ�IURP�WKH�GDWH�RI�DQQRXQFHPHQW��RSWLRQDO

UROORYHU�UHOLHI�IURP�WD[DWLRQ�RI�FDSLWDO�JDLQV�EH�SURYLGHG�IRU

H[FKDQJHV�RI�PHPEHUVKLS�LQWHUHVWV�LQ�FRPSDQLHV�RU�IL[HG�WUXVWV�LQ

WDNHRYHUV�LQYROYLQJ�DW�OHDVW�RQH�ZLGHO\�KHOG�HQWLW\�

Criteria governing entities and members

�E� 7KDW�WKH�UROORYHU�UHOLHI�DSSO\�IRU�WDNHRYHUV�ZKHUH�WKH�DFTXLULQJ

HQWLW\�DFTXLUHV�RU�LQFUHDVHV�LWV�KROGLQJ�WR�DW�OHDVW����SHU�FHQW�RI�WKH

YRWLQJ�LQWHUHVWV�LQ�DQRWKHU�HQWLW\�WKURXJK�D�WDNHRYHU�VFKHPH�

�F� 7KDW�WKH�UROORYHU�UHOLHI�QRW�DSSO\�WR�QRQ�UHVLGHQWV�XQOHVV�

�L� WKH\�KROG�PHPEHUVKLS�LQWHUHVWV�LQ�UHVLGHQW�HQWLWLHV��DQG

�LL� ZKHUH�D�SUHYLRXV�OLDELOLW\�IRU�WD[�RQ�FDSLWDO�JDLQV�H[LVWHG��WKH

UHSODFHPHQW�PHPEHUVKLS�LQWHUHVW�ZRXOG�DOVR�EH�OLDEOH�IRU�WD[

RQ�FDSLWDO�JDLQV�

Treatment of pre-CGT interests

�G� 7KDW�IRU�PHPEHUVKLS�LQWHUHVWV�TXDOLI\LQJ�XQGHU�SDUDJUDSKV��D����E�

DQG��F��DQG�DFTXLUHG�LQ�H[FKDQJH�IRU�D�PHPEHUVKLS�LQWHUHVW

DFTXLUHG�SUH�&*7�

�L� WKH�UHSODFHPHQW�PHPEHUVKLS�LQWHUHVW�QRW�DWWUDFW�FDSLWDO�JDLQV

H[HPSW�VWDWXV��DQG
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�LL� WKH�DFTXLVLWLRQ�YDOXH�RI�WKH�UHSODFHPHQW�PHPEHUVKLS

LQWHUHVW�

� EH�LWV�PDUNHW�YDOXH�DW�WKH�WLPH�WKDW�WKH�PHPEHUVKLS

LQWHUHVW�LV�DFTXLUHG��DQG

� EHFRPH�LWV�LQLWLDO�WD[�YDOXH�

$�QXPEHU�RI�VXEPLVVLRQV�WR�WKH�5HYLHZ�VXJJHVWHG�WKDW�WKH�FXUUHQW�&*7

DUUDQJHPHQWV�DUH�DQ�LPSHGLPHQW�WR�FRUSRUDWH�DFTXLVLWLRQ�DFWLYLW\�LQ�$XVWUDOLD�

,W�ZDV�DUJXHG�WKDW�XQGHU�WKH�FXUUHQW�&*7�UHJLPH��HQWLWLHV�PD\�EH�IRUFHG�WR�SD\

D�SUHPLXP�ZKHQ�PDNLQJ�DQ�DFTXLVLWLRQ�WR�LQGXFH�HTXLW\�KROGHUV�ZLWK�SRWHQWLDO

&*7�OLDELOLWLHV�WR�DFFHSW�WKH�RIIHU���7KLV�PD\�DFW�DV�DQ�LPSHGLPHQW�WR

WUDQVDFWLRQV�WKDW�ZRXOG�RWKHUZLVH�EH�HFRQRPLFDOO\�YLDEOH���7KH�DEVHQFH�RI

UROORYHU�UHOLHI�DOVR�UDLVHV�HTXLW\�FRQFHUQV�EHFDXVH�WKH�LQWHUHVW�KROGHUV�LQ�WKH

WDUJHW�HQWLW\�IDFH�D�&*7�HYHQW�ZKLOH�WKRVH�LQ�WKH�DFTXLULQJ�HQWLW\�GR�QRW��HYHQ

WKRXJK�DV�D�UHVXOW�RI�WKH�WUDQVDFWLRQ�WKH\�KROG�LQWHUHVWV�LQ�WKH�VDPH�HQWLW\���$V

D�FRQVHTXHQFH��WKH�GHFLVLRQ�DERXW�ZKLFK�HQWLW\�LV�WKH�DFTXLULQJ�HQWLW\�EHFRPHV

LPSRUWDQW�WR�LQWHUHVW�KROGHUV�

7KH�5HYLHZ�KDV�DOVR�QRWHG�WKDW�WKH�3DUOLDPHQWDU\�-RLQW�&RPPLWWHH�RQ

&RUSRUDWLRQV�DQG�6HFXULWLHV��LQ�LWV�UHSRUW�RQ�WKH�&RUSRUDWH�/DZ�(FRQRPLF�5HIRUP

3URJUDP�%LOO�������&/(53�%LOO��UHFRPPHQGHG�WKH�LQWURGXFWLRQ�RI

VFULS�IRU�VFULS�UROORYHU�UHOLHI���7KLV�UHFRPPHQGDWLRQ�ZDV�LQ�UHVSRQVH�WR

HYLGHQFH�SUHVHQWHG�WR�WKH�FRPPLWWHH�GXULQJ�LWV�SXEOLF�KHDULQJV�

7KLV�PHDVXUH�ZLOO�HQFRXUDJH�VWDUW�XS�DQG�LQQRYDWLYH�HQWHUSULVHV�WR�UHPDLQ�LQ

$XVWUDOLD���2IWHQ�HQWUHSUHQHXUV�UHFHLYH�WKH�UHZDUG�IRU�WKHLU�LQYHVWPHQW�ZKHQ

WKH�YHQWXUH�UHDFKHV�WKH�LQLWLDO�SXEOLF�RIIHU��,32��VWDJH���+RZHYHU��XQGHU�WKH

FXUUHQW�&*7�DUUDQJHPHQWV��LI�WKH�,32�ZHUH�WR�SURFHHG�DV�D�VFULS�IRU�VFULS

WUDQVDFWLRQ�WKH�HQWUHSUHQHXU�ZRXOG�IDFH�D�&*7�OLDELOLW\�HYHQ�WKRXJK�WKHUH�PD\

EH�QR�FDVK�SD\PHQW���7KLV�PD\�DFW�DV�DQ�LQFHQWLYH�IRU�VRPH�HPEU\RQLF

EXVLQHVVHV�WR�UHORFDWH�WR�RWKHU�MXULVGLFWLRQV�WR�$XVWUDOLD·V�GHWULPHQW���,W�PD\

DOVR�LPSDFW�RQ�WKH�DYDLODELOLW\�RI�IXQGLQJ�IRU�WKHVH�DFWLYLWLHV�GRPHVWLFDOO\�DV

WKHUH�ZRXOG�EH�IHZHU�ORFDO�VXFFHVV�VWRULHV�WR�DWWUDFW�WKH�LQWHUHVW�RI�LQYHVWRUV�

7KLV�LVVXH�PD\�EHFRPH�PRUH�VLJQLILFDQW�DV�WKH�WUHQG�FRQWLQXHV�WRZDUGV�WKH

JOREDOLVDWLRQ�RI�HFRQRPLF�DFWLYLW\�DQG�WKH�JURZLQJ�LPSRUWDQFH�RI

NQRZOHGJH�EDVHG�LQGXVWULHV�

:LWK�UROORYHU�UHOLHI��WKH�PHPEHUVKLS�LQWHUHVWV�RI�UHVLGHQW�WD[SD\HUV�ZLOO�UHWDLQ

WKHLU�RULJLQDO�WD[�YDOXH�DQG�WKH�UHVLGHQW�PHPEHU�ZLOO�QRW�EH�UHTXLUHG�WR�SD\�WD[

RQ�FDSLWDO�JDLQV�DW�WKH�WLPH�RI�WKH�WDNHRYHU���7D[�ZRXOG�EH�GHIHUUHG�XQWLO�WKH

XOWLPDWH�GLVSRVDO�RI�WKHVH�LQWHUHVWV�ZLWK�WKH�RULJLQDO�WD[�YDOXH�XVHG�WR�FDOFXODWH

WKH�WD[�SD\DEOH�
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Scope of rollover relief

$�3ODWIRUP�IRU�&RQVXOWDWLRQ��SDJH������UDLVHG�WKH�LVVXH�RI�ZKHWKHU�UROORYHU�UHOLHI

VKRXOG�EH�OLPLWHG�WR�SXEOLFO\�OLVWHG�FRPSDQLHV���,Q�UHFRJQLWLRQ�RI�WKH�HIILFLHQF\

JDLQV�LQYROYHG��WKH�5HYLHZ�FRQVLGHUV�LW�DSSURSULDWH�WR�DOORZ�UROORYHU�UHOLHI

ZKHUH�DW�OHDVW�RQH�RI�WKH�HQWLWLHV�LV�ZLGHO\�KHOG�UHJDUGOHVV�RI�ZKHWKHU�WKH\�DUH

OLVWHG�RU�XQOLVWHG���5ROORYHU�UHOLHI�ZLOO�DOVR�EH�DSSOLHG�LQ�UHODWLRQ�WR�IL[HG�WUXVWV

�LQFOXGLQJ�XQLW�WUXVWV��³�HLWKHU�DV�WDUJHW�RU�DFTXLULQJ�HQWLWLHV�RU�ERWK�

5ROORYHU�UHOLHI�ZLOO�EH�UHVWULFWHG�WR�WDNHRYHUV�ZKHUH�RQH�RI�WKH�FRPSDQLHV�RU

IL[HG�WUXVWV�LV�ZLGHO\�KHOG���7KLV�ZLOO�OLPLW�SRWHQWLDO�YDOXDWLRQ�SUREOHPV�DQG

DYRLGDQFH�WKDW�PLJKW�DULVH�IURP�WUDQVDFWLRQV�EHWZHHQ�FRPSDQLHV�DQG�IL[HG

WUXVWV�WKDW�DUH�QRW�ZLGHO\�KHOG���$Q�HQWLW\�ZLOO�TXDOLI\�DV�ZLGHO\�KHOG�ZKHUH�LW

KDV�DW�OHDVW�����PHPEHUV�DQG�QR�JURXSLQJ�RI����RU�IHZHU�PHPEHUV�RZQLQJ

���SHU�FHQW�RU�PRUH�RI�WKH�LQWHUHVWV�RI�WKH�HQWLW\��VHH�5HFRPPHQGDWLRQ�������

1RQ�UHVLGHQW�KROGHUV�RI�PHPEHUVKLS�LQWHUHVWV�ZLOO�EH�DEOH�WR�REWDLQ�UROORYHU

UHOLHI�IRU�WDNHRYHUV�LQYROYLQJ�DQ�H[FKDQJH�RI�PHPEHUVKLS�LQWHUHVWV�VXEMHFW�WR

WZR�FRQGLWLRQV�

� LI�WKH�QRQ�UHVLGHQW�PHPEHU�KROGV����SHU�FHQW�RU�PRUH�RI�WKH�YRWLQJ

LQWHUHVWV�LQ�WKH�RULJLQDO�SXEOLF�$XVWUDOLDQ�HQWLW\�EXW�DIWHU�WKH�WDNHRYHU�KROGV

OHVV�WKDQ����SHU�FHQW�RI�WKH�DFTXLULQJ�HQWLW\��WKH�QHZ�HTXLW\�KROGLQJ�ZLOO

UHPDLQ�DQ�DVVHW�RQ�ZKLFK�D�QRQ�UHVLGHQW�LV�OLDEOH�WR�SD\�WD[�RQ�FDSLWDO�JDLQV

RQ�GLVSRVDO��DQG

� LI�WKH�QRQ�UHVLGHQW�LV�WR�UHFHLYH�DQ�LQWHUHVW�LQ�D�QRQ�UHVLGHQW�HQWLW\��WKH

H[FKDQJH�ZLOO�EH�D�WD[DEOH�HYHQW�LI�GLVSRVDO�RI�WKH�RULJLQDO�LQWHUHVW�ZRXOG

RWKHUZLVH�KDYH�EHHQ�D�WD[DEOH�HYHQW�

6XEPLVVLRQV�ZHUH�UHFHLYHG�LQGLFDWLQJ�WKDW�UROORYHU�UHOLHI�VKRXOG�EH�DIIRUGHG�WR

ZLGHO\�KHOG�HQWLWLHV��LQFOXGLQJ�XQLW�WUXVWV�DQG�VXSHUDQQXDWLRQ�IXQGV��ZKHUH�WKH\

ZLVK�WR�PHUJH�DQG�LPSURYH�WKHLU�RYHUDOO�HIILFLHQF\���6XFK�DPDOJDPDWLRQ�ZRXOG

LQYROYH�D�PHUJLQJ�RI�WKH�XQGHUO\LQJ�DVVHWV�RI�WKH�HQWLWLHV��UROORYHU�RI�FRVW�EDVHV

DW�WKH�XQGHUO\LQJ�DVVHW�OHYHO�ZRXOG�EH�QHHGHG�WR�PDNH�WKH�HQWLUH

WUDQVIRUPDWLRQ�RI�WKH�WZR�HQWLWLHV�IUHH�IURP�WD[�RQ�FDSLWDO�JDLQ�FRQVHTXHQFHV�

7KRXJK�WKH�5HYLHZ�FDQ�VHH�VRPH�PHULW�LQ�DOORZLQJ�D�VSHFLDO�DVVHW�OHYHO�UROORYHU

IRU�VXFK�HQWLWLHV�DV�LW�PD\�IDFLOLWDWH�UDWLRQDOLVDWLRQ�RI�HQWLWLHV�ZKHUH�D�WDNHRYHU

KDV�RFFXUUHG��LW�PLJKW�FUHDWH�DQ�DUHD�RI�LQFRQVLVWHQW�WUHDWPHQW�RI�DVVHW�FRVW

EDVHV�DQG�ORVVHV�XSRQ�FRQVROLGDWLRQ���$FFRUGLQJO\��WKH�5HYLHZ�KDV�FRQILQHG�LWV

UHFRPPHQGDWLRQ�WR�UROORYHU�DW�WKH�PHPEHUVKLS�LQWHUHVW�OHYHO���7KH�WUHDWPHQW

RI�FRVW�EDVHV�IRU�DVVHWV�ZRXOG�IDOO�ZLWKLQ�WKH�JHQHUDO�UHJLPH�IRU�FRQVROLGDWLRQ

RI�HQWLW\�JURXSV�SURSRVHG�LQ�6HFWLRQ����

Impact

7KH�5HYLHZ�FRQVLGHUV�WKDW�UROORYHU�UHOLHI�ZLWK�WDNHRYHUV�ZLOO�HQKDQFH�WKH

IXQFWLRQLQJ�RI��DQG�YDOXH�FUHDWLRQ�E\��WKH�FRUSRUDWH�VHFWRU�LQ�$XVWUDOLD���7KH
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5HYLHZ�DOVR�H[SHFWV�WKDW�WKH�FDSLWDO�JDLQV�WD[DWLRQ�EDVH�ZLOO�EH�LQFUHDVHG�E\�WKLV

PHDVXUH�ZLWK�DVVHW�YDOXHV�EHQHILWLQJ�IURP�D�PRUH�HIILFLHQW�DOORFDWLRQ�RI�FDSLWDO

DQG�DQ�LQFUHDVHG�UDWH�RI�UHDOLVDWLRQV�LQGXFHG�E\�WKH�H[WUD�WDNHRYHU�DFWLYLW\�

7KLV�PHDVXUH�VKRXOG�EH�LPSOHPHQWHG�IURP�WKH�GDWH�RI�DQQRXQFHPHQW�DV�D

GHOD\HG�LPSOHPHQWDWLRQ�LV�OLNHO\�WR�FDXVH�HQWLWLHV�WR�GHIHU�DFTXLVLWLRQV���6XFK�D

KLDWXV�LQ�FRUSRUDWH�DQG�RWKHU�UHVWUXFWXULQJ�ZRXOG�EH�GHWULPHQWDO�WR�HIILFLHQF\�

Pre-CGT assets

7KH�5HYLHZ�GRHV�QRW�SURSRVH�WKDW�WKH�&*7�H[HPSW�VWDWXV�RI�SUH�&*7�HTXLW\

LQWHUHVWV�EH�SUHVHUYHG�LQ�DQ�HTXLW\�H[FKDQJH���7KH�5HYLHZ·V�LQWHQWLRQ�LV�WR

DOOHYLDWH�WKH�FDVK�IORZ�SUREOHPV�RI�LQGLYLGXDOV�DQG�WR�IUHH�XS�WKH�FDSLWDO

PDUNHW���8QGHU�DUUDQJHPHQWV�WKDW�FXUUHQWO\�DSSO\�WR�VXFFHVVIXO�WDNHRYHUV��WKH

WD[�IUHH�VWDWXV�RI�SUH�&*7�DVVHWV�LV�ORVW��WKH�5HYLHZ�VHHV�QR�UHDVRQ�WR�FKDQJH

WKLV�RXWFRPH�

Application of rollover relief

5ROORYHU�UHOLHI�ZLOO�DSSO\�RQO\�WR�WKH�H[FKDQJH�RI�HTXLW\�IRU�HTXLW\�LQ�D

TXDOLI\LQJ�WDNHRYHU���&DVK�RU�RWKHU�SURSHUW\�UHFHLYHG�DV�D�SDUW�RI�D�WDNHRYHU

ZLOO�EH�VXEMHFW�WR�WD[�RQ�FDSLWDO�JDLQV���7KLV�GRHV�QRW�SUHFOXGH�DQ�HQWLW\�PDNLQJ

D�WDNHRYHU�ELG�LQ�WHUPV�RI�FDVK�DQG�VFULS���6XFK�DQ�RIIHU�FRXOG�EH�ZKHUH�WKH

PHPEHU�LV�DEOH�WR�HOHFW�WR�WDNH�DQ�H[FKDQJH�RI�HTXLW\�IRU�SDUW�RI�WKHLU

PHPEHUVKLS�LQWHUHVW�DQG�D�FDVK�SD\PHQW�IRU�WKH�UHPDLQGHU���2IIHUV�LQ�WKH

IRUP�RI�D�IL[HG�SURSRUWLRQ�RI�VFULS�DQG�FDVK�IRU�DQ�HTXLW\�LQWHUHVW�ZLOO�DOVR�EH

LQFOXGHG���,Q�WKHVH�FDVHV�WKH�FDVK�UHFHLYHG�ZLOO�EH�VXEMHFW�WR�WD[�RQ�FDSLWDO

JDLQV��DQG�DSSURSULDWH�PRGLILFDWLRQV�ZLOO�EH�PDGH�WR�WKH�WD[�YDOXH�RI�WKH

PHPEHUV·�LQWHUHVWV���7KH�5HYLHZ�EHOLHYHV�WKDW�WKLV�ZLOO�SURYLGH�VXEVWDQWLDO

IOH[LELOLW\�IRU�HQWLWLHV�WR�VWUXFWXUH�WKHLU�WDNHRYHU�ELGV�

:KHUH�WKH�DFTXLVLWLRQ�LV�WKURXJK�WKH�H[HUFLVH�RI�WKH�FRPSXOVRU\�DFTXLVLWLRQ

SRZHUV�FRQWDLQHG�LQ�WKH�&RUSRUDWLRQV�/DZ�LQ�FRQVHTXHQFH�RI�D�WDNHRYHU�VFKHPH�

VFULS�IRU�VFULS�UROORYHU�UHOLHI�ZLOO�DSSO\�WR�WKRVH�HTXLW\�KROGHUV�ZKR�KDYH�WKHLU

LQWHUHVWV�FRPSXOVRULO\�DFTXLUHG�

Recommendation
19.4 Rollover relief for business demergers or deconsolidations

Demerger not to produce taxing event

�D� 7KDW��ZKHUH�D�ZLGHO\�KHOG�HQWLW\�VSOLWV�LWV�RSHUDWLRQV�LQWR�RQH�RU

PRUH�QHZ�HQWLWLHV�DQG�LVVXHV�PHPEHUVKLS�LQWHUHVWV�LQ�WKHVH

HQWLWLHV�WR�WKH�RULJLQDO�PHPEHUV�LQ�WKH�VDPH�QDWXUH�DQG�SURSRUWLRQ

DV�WKHLU�RULJLQDO�PHPEHUVKLS�LQWHUHVW�
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�L� WKHUH�EH�QR�WD[�FRQVHTXHQFHV�IRU�WKH�PHPEHUV��DQG

�LL� WKH�WD[�YDOXH�RI�WKH�PHPEHUVKLS�LQWHUHVW�EH�VSUHDG�DFURVV�WKH

QHZ�DQG�ROG�LQWHUHVWV�

Tax values for pre- and post-CGT interests

�E� 7KDW�LQ�WKH�FDVH�RI�

�L� DQ�LQLWLDO�SUH�&*7�PHPEHUVKLS�LQWHUHVW�³�WKH�WD[�YDOXH�EH

WKH�PDUNHW�YDOXH�RI�WKH�QHZ�HTXLW\�LQWHUHVWV�LPPHGLDWHO\

DIWHU�WKHLU�DFTXLVLWLRQ��DQG

�LL� SRVW�&*7�PHPEHUVKLS�LQWHUHVWV�³�WKH�WD[�YDOXH�RI�WKH�QHZ

PHPEHUVKLS�LQWHUHVW�EH�GHWHUPLQHG�E\�DSSRUWLRQLQJ�WKH�ROG

WD[�YDOXH�DFURVV�WKH�QHZ�PHPEHUVKLS�LQWHUHVW�LQ�SURSRUWLRQ

WR�WKH�PDUNHW�YDOXH�RI�WKH�QHZ�PHPEHUVKLS�LQWHUHVW�

Date of effect

�F� 7KDW�WKLV�PHDVXUH�EH�LPSOHPHQWHG�ZLWK�WKH�VDPH�GDWH�RI�HIIHFW�DV

WKH�HQWLW\�WD[�UHJLPH�DQG�UHODWHG�PHDVXUHV�SURSRVHG�E\�WKH

5HYLHZ�

7KH�5HYLHZ�FRQVLGHUV�WKDW�ZKHUH�DQ�HQWLW\�XQGHUWDNHV�D�UHRUJDQLVDWLRQ�RI�LWV

RSHUDWLRQV��OHDYLQJ�PHPEHUV�LQ�WKH�VDPH�HFRQRPLF�SRVLWLRQ�DV�WKH\�ZHUH

LPPHGLDWHO\�EHIRUH�WKH�UHRUJDQLVDWLRQ��WKHUH�VKRXOG�EH�QR�WD[LQJ�HYHQW���7KLV

LQFOXGHV�UHRUJDQLVDWLRQV�LQ�ZKLFK�WKH�RULJLQDO�HQWLW\�FRQWLQXHV�WR�H[LVW���8QGHU

FXUUHQW�WD[�DUUDQJHPHQWV��PHPEHUV�LQ�DQ�HQWLW\�WKDW�UHRUJDQLVHV�LWV�DFWLYLWLHV�

VSOLWWLQJ�WKHP�LQWR�D�QXPEHU�RI�VHSDUDWH�HQWLWLHV��PD\�IDFH�D�UDQJH�RI�WD[

FRQVHTXHQFHV���)RU�H[DPSOH��HTXLW\�KROGHUV�PD\�IDFH�&*7�DQG�RU�LQFRPH�WD[

GHSHQGLQJ�RQ�WKH�ZD\�LQ�ZKLFK�WKH�EXVLQHVV�XQGHUWDNHV�LWV�UHRUJDQLVDWLRQ�

7KLV�DFWV�DV�DQ�LPSHGLPHQW�WR�HQWLWLHV�UHVWUXFWXULQJ�WKHLU�RSHUDWLRQV�DQG�PD\

WKHUHIRUH�OHDG�WR�D�UHGXFWLRQ�LQ�WKH�RYHUDOO�HIILFLHQF\�RI�WKH�HFRQRP\���7KH

SURYLVLRQ�RI�UHOLHI�ZLOO�HQDEOH�ZLGHO\�KHOG�HQWLWLHV�WR�UHVWUXFWXUH�WKHLU

RSHUDWLRQV�ZLWK�D�PLQLPXP�RI�GLIILFXOW\�IRU�PHPEHUV���,W�ZRXOG�EH�PRUH

GLIILFXOW�IRU�YDOXDWLRQV�WR�EH�GHWHUPLQHG�IRU�HQWLWLHV�WKDW�DUH�QRW�ZLGHO\�KHOG�

7KH�5HYLHZ�DOVR�UHFRJQLVHV�WKDW�WKLV�ZLOO�UHTXLUH�D�VLJQLILFDQW�FKDQJH�LQ�WKH

DSSOLFDWLRQ�RI�WKH�ODZ���$V�VXFK��WKLV�FKDQJH�ZLOO�EH�LQWURGXFHG�DW�WKH�VDPH

WLPH�WKDW�WKH�HQWLW\�WD[�UHJLPH�LV�LPSOHPHQWHG�

Recommendation
19.5 Effectiveness review for scrip-for-scrip relief
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7KDW�WKH�HIIHFWLYHQHVV�RI�WKH�FRQFHVVLRQV�SURSRVHG�LQ

5HFRPPHQGDWLRQV������DQG������EH�UHYLHZHG�DIWHU�DERXW�ILYH�\HDUV�RI

RSHUDWLRQ�

,W�LV�FODLPHG�WKDW�WKH�FRQFHVVLRQV�ZLOO�IDFLOLWDWH�UHDOLJQPHQW�RI�EXVLQHVVHV�DQG

LPSURYH�HFRQRPLF�HIILFLHQF\���7KH�5HYLHZ�LV�UHFRPPHQGLQJ�DFFRUGLQJO\�EXW�LW

DOVR�EHOLHYHV�WKDW�WKHLU�LPSDFW�VKRXOG�EH�HYDOXDWHG�DIWHU�D�SHULRG�RI�RSHUDWLRQ

WR�DVVHVV�ZKHWKHU�WKH�GHIHUUDO�RI�WD[�LQYROYHG�LV�MXVWLILHG���$FFRUGLQJO\��WKH

5HYLHZ�FRQVLGHUV�WKDW�WKH�HIIHFWLYHQHVV�RI�WKHVH�FRQFHVVLRQV�VKRXOG�EH

H[DPLQHG�DIWHU�DERXW�ILYH�\HDUV�RI�RSHUDWLRQ�
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Attachment A

Pooled Development Funds (PDFs)

Objectives

7KH�3')�SURJUDP�ZDV�LQWURGXFHG�LQ������WR�GHYHORS�WKH�PDUNHW�IRU�SDWLHQW

HTXLW\�FDSLWDO��LQFOXGLQJ�YHQWXUH�FDSLWDO��IRU�VPDOO�WR�PHGLXP�VL]HG�HQWHUSULVHV

�60(V����$�3')�LV�D�SULYDWH�FRPSDQ\�HVWDEOLVKHG�XQGHU�WKH�3RROHG�'HYHORSPHQW

)XQGV�$FW������WKDW�UDLVHV�FDSLWDO�IURP�LQYHVWRUV�DQG�LQYHVWV�WKLV�FDSLWDO�LQ

60(V���&RPSDQLHV�VHHNLQJ�WR�EHFRPH�3')V�DUH�UHTXLUHG�WR�UHJLVWHU�ZLWK�WKH

3')�%RDUG�DQG�SURYLGH�WKH�%RDUG�ZLWK�DQQXDO�UHWXUQV�RQ�WKH�VWDWXV�RI�WKHLU

LQYHVWPHQWV���7KH�%RDUG�FRPSULVHV�ILYH�PHPEHUV�IURP�WKH�SULYDWH�VHFWRU�ZLWK

H[SHULHQFH�LQ�ILQDQFH��FRPPHUFH�DQG�PDUNHWLQJ�

Concessional tax treatment

7R�SURYLGH�DQ�LQFHQWLYH�IRU�LQYHVWRUV��3')V�DUH�WD[HG�DW����SHU�FHQW�RQ�WKH

60(�FRPSRQHQW�RI�WKHLU�LQYHVWPHQW�LQFRPH�DQG�DW����SHU�FHQW�RQ�WKH

XQUHJXODWHG�LQYHVWPHQW�FRPSRQHQW���3')�GLYLGHQGV�DUH�H[HPSW�IURP�LQFRPH

WD[�DQG�GLYLGHQG�ZLWKKROGLQJ�WD[�DQG�DQ\�FDSLWDO�JDLQV�PDGH�E\�LQYHVWRUV�LQ

VHOOLQJ�WKHLU�VKDUHV�LQ�WKH�3')�DUH�H[HPSW�IURP�&*7���$OVR��DQ\�WD[�SUHIHUUHG

LQFRPH�UHFHLYHG�E\�D�3')�UHWDLQV�LWV�FKDUDFWHU�ZKHQ�LW�LV�SDVVHG�WKURXJK�WR

3')�VKDUHKROGHUV�

:KLOH�3')�GLYLGHQGV�DUH�WD[�H[HPSW��WKH�3')�VKDUHKROGHU�PD\�HOHFW�WR�KDYH

DQ\�IUDQNHG�GLYLGHQGV�WD[HG�DV�LI�WKH\�ZHUH�QRW�3')�GLYLGHQGV���(YHQ�WKRXJK

3')V�DUH�RQO\�WD[HG�DW����SHU�FHQW�RQ�WKHLU�60(�FRPSRQHQW��WKH\�DUH�DEOH�WR

IUDQN�GLYLGHQGV�DW�WKH�FRPSDQ\�WD[�UDWH���:KHUH�WKH�VKDUHKROGHU�HOHFWV�WR�KDYH

WKH�3')�GLYLGHQGV�WD[HG��WKH�GLYLGHQG�LPSXWDWLRQ�V\VWHP�DSSOLHV�DQG

LQYHVWRUV��VXFK�DV�VXSHUDQQXDWLRQ�IXQGV��ZLWK�WD[�UDWHV�OHVV�WKDQ�WKH�FRPSDQ\

UDWH�DUH�DEOH�WR�XVH�WKH�UHVXOWLQJ�H[FHVV�IUDQNLQJ�FUHGLWV�WR�RIIVHW�RWKHU�LQFRPH�

7KXV��ZLWK�VRPH�H[FHSWLRQV��GRPHVWLF�VXSHUDQQXDWLRQ�IXQGV�DUH�DEOH�WR

DFKLHYH�DQ�HIIHFWLYH�WD[�UDWH�RI������SHU�FHQW�ZLWK�D����SHU�FHQW�FRPSDQ\�WD[

UDWH��RU�����SHU�FHQW�ZLWK�D����SHU�FHQW�FRPSDQ\�WD[�UDWH��RQ�LQFRPH�IURP

LQYHVWPHQWV�WKDW�LV�WD[HG�DW����SHU�FHQW�LQ�WKH�3')�

What PDFs can invest in

3')V�FDQ�LQYHVW�LQ�60(V�ZLWK�WRWDO�DVVHWV�RI�OHVV�WKDQ�����PLOOLRQ�ZKRVH

SULPDU\�DFWLYLWLHV�DUH�QRW�UHWDLO�RSHUDWLRQV�RU�SURSHUW\�GHYHORSPHQW���$�3')�LV
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