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Limiting Australian tax on income
flowing through Australia

Recommendation
21.1 Extension of conduit treatment

7KDW�WKH�FXUUHQW�IRUHLJQ�GLYLGHQG�DFFRXQW��)'$��EH�UHSODFHG�E\�D

IRUHLJQ�LQFRPH�DFFRXQW��),$��WKDW�H[WHQGV�UHOLHI�IURP�$XVWUDOLDQ

GLYLGHQG�ZLWKKROGLQJ�WD[��':7��RQ�QRQ�SRUWIROLR�GLYLGHQGV�WR�DOO�W\SHV

RI�IRUHLJQ�VRXUFH�LQFRPH�SDVVLQJ�WR�QRQ�UHVLGHQW�LQYHVWRUV�

,Q�&KDSWHU����RI�$�3ODWIRUP�IRU�&RQVXOWDWLRQ��WKH�5HYLHZ�GLVFXVVHV�WKH�WD[DWLRQ

RI�IRUHLJQ�VRXUFH�LQFRPH�IORZLQJ�WKURXJK�UHVLGHQW�HQWLWLHV�WR�QRQ�UHVLGHQW

LQYHVWRUV���$GYHUVH�WD[�WUHDWPHQW�RI�VXFK�FRQGXLW�LQFRPH�FDQ�LPSDFW�RQ�WKH

DWWUDFWLYHQHVV�RI�LQYHVWPHQWV�E\�QRQ�UHVLGHQWV�LQ�$XVWUDOLDQ�HQWLWLHV�

7KH�FXUUHQW�)'$�DUUDQJHPHQWV�SURYLGH�UHOLHI�IURP�$XVWUDOLDQ�':7�ZKHQ

$XVWUDOLDQ�FRPSDQLHV�UHFHLYH�QRQ�SRUWIROLR�IRUHLJQ�VRXUFH�GLYLGHQGV�DQG

VXEVHTXHQWO\�SD\�XQIUDQNHG�GLYLGHQGV�WR�QRQ�UHVLGHQW�LQYHVWRUV��XQIUDQNHG

GLYLGHQGV�DUH�VXEMHFW�WR�':7��

8QGHU�WKH�UHFRPPHQGDWLRQ��UHOLHI�IURP�':7�ZLOO�EH�H[WHQGHG�WR�DOO�W\SHV�RI

IRUHLJQ�LQFRPH�LQFOXGLQJ�SRUWIROLR�GLYLGHQGV��IRUHLJQ�EUDQFK�SURILWV�DQG

FDSLWDO�JDLQV��7KLV�ZLOO�HQVXUH�WKDW�$XVWUDOLD�GRHV�QRW�FDXVH�IRUHLJQ�LQFRPH�WR

EH�GRXEOH�WD[HG�ZKHUH�LW�IORZV�WKURXJK�$XVWUDOLDQ�HQWLWLHV�WR�QRQ�UHVLGHQW

LQYHVWRUV�

,Q�UHODWLRQ�WR�H[HPSW�IRUHLJQ�VRXUFH�LQFRPH��QRQ�SRUWIROLR�GLYLGHQGV�DQG

IRUHLJQ�EUDQFK�SURILWV�IURP�OLPLWHG�H[HPSWLRQ�OLVWHG�FRXQWULHV���WKLV�LQFRPH

ZLOO�DOVR�EH�UHOLHYHG�IURP�':7�WKURXJK�WKH�),$���)RU�FDSLWDO�JDLQV�DQG�RWKHU

LQFRPH�VXEMHFW�WR�WKH�IRUHLJQ�WD[�FUHGLW�V\VWHP��WKH�LQFRPH�WKDW�LV�QRW�WD[HG�LQ

$XVWUDOLD�EHFDXVH�LW�KDV�ERUQH�WD[�LQ�WKH�IRUHLJQ�FRXQWU\�ZRXOG�EH�UHOLHYHG

IURP�':7�E\�WKH�),$���(QWLWLHV�LQ�UHFHLSW�RI�VXFK�LQFRPH�ZLOO�UHFHLYH�D

IUDQNLQJ�FUHGLW�IRU�WKH�DPRXQW�WKDW�LV�VXEMHFW�WR�$XVWUDOLDQ�WD[�DQG�DQ�),$

FUHGLW�IRU�WKH�DPRXQW�WKDW�ZDV�VXEMHFW�WR�IRUHLJQ�WD[�

7KH�IRUHLJQ�LQFRPH�DFFRXQW�SURYLVLRQV�ZLOO�DSSO\�WR�DOO�HQWLWLHV�WKDW�FRPH

XQGHU�WKH�HQWLW\�V\VWHP�
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Recommendation
21.2 Australian tax on conduit income

7KDW�$XVWUDOLDQ�LQFRPH�WD[�FRQWLQXH�WR�EH�OHYLHG�RQ�FRQGXLW�LQFRPH�WKDW

KDV�QRW�EHHQ�WD[HG�DW�DQ�HIIHFWLYH�UDWH�FRPSDUDEOH�WR�WKDW�LPSRVHG�RQ

$XVWUDOLDQ�VRXUFH�LQFRPH�

7KHUH�LV�WKH�TXHVWLRQ�RI�ZKHWKHU�WR�OHY\�$XVWUDOLDQ�WD[�RQ�FRQGXLW�LQFRPH�WKDW

KDV�EHHQ�GHULYHG�LQ�ORZ�WD[�MXULVGLFWLRQV���$OORZLQJ�ORZ�WD[HG�SURILWV�WR�SDVV

WKURXJK�$XVWUDOLD�ZLWKRXW�WD[�FDQ�SURYLGH�DQ�LQFHQWLYH�WR�VKLIW�SURILWV�WR�ORZ

WD[�MXULVGLFWLRQV��DV�GLVFXVVHG�LQ�$�3ODWIRUP�IRU�&RQVXOWDWLRQ��SDJH��������5HPRYDO

RI�$XVWUDOLDQ�WD[�RQ�LQFRPH�WKDW�ZLOO�EH�GLVWULEXWHG�WR�QRQ�UHVLGHQWV�FRXOG�DOVR

EH�VHHQ�DV�KDUPIXO�WD[�FRPSHWLWLRQ�GHVLJQHG�WR�DWWUDFW�PRELOH�LQFRPH�IURP

RWKHU�FRXQWULHV���7KH�2(&'�KDV�UHFRPPHQGHG�WKDW�PHPEHU�FRXQWULHV

JUDGXDOO\�HOLPLQDWH�KDUPIXO�UHJLPHV�DQG�UHIUDLQ�IURP�DGRSWLQJ�VXFK�PHDVXUHV

LQ�WKH�IXWXUH�

Recommendation
21.3 Operation of the FIA

7KDW�WKH�IRUHLJQ�LQFRPH�DFFRXQW��),$��UHFRUG�WKH�WRWDO�IRUHLJQ�LQFRPH

GHULYHG�E\�WKH�HQWLW\�

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

),$�VKRXOG�UHFRUG�WKH�WRWDO�IRUHLJQ�LQFRPH�RI�DQ�HQWLW\�RU�RQO\�WKH

QRQ�UHVLGHQWV·�SURSRUWLRQ�RI�WKH�IRUHLJQ�LQFRPH���7KH�SURSRUWLRQ�RI

QRQ�UHVLGHQW�VKDUHKROGHUV�FDQ�YDU\�EHWZHHQ�WKH�WLPH�IRUHLJQ�VRXUFH�LQFRPH�LV

GHULYHG�DQG�ZKHQ�WKDW�LQFRPH�LV�GLVWULEXWHG�WR�WKHVH�QRQ�UHVLGHQW

VKDUHKROGHUV���,Q�SULQFLSOH�WKH�),$�VKRXOG�RQO\�SURYLGH�UHOLHI�IURP�':7�WR

WKH�H[WHQW�RI�WKH�SURSRUWLRQ�RI�QRQ�UHVLGHQW�VKDUHKROGHUV�DW�WKH�WLPH�WKH

IRUHLJQ�VRXUFH�LQFRPH�LV�GHULYHG���5HFRUGLQJ�WKH�QRQ�UHVLGHQWV·�SURSRUWLRQ�RI

IRUHLJQ�VRXUFH�LQFRPH�ZRXOG�DFFRUG�ZLWK�WKLV�SULQFLSOH��DV�ZHOO�DV�SURYLGH

JUHDWHU�LQWHJULW\�WR�WKH�),$�PHFKDQLVP���+RZHYHU��LW�ZRXOG�KDYH�JUHDWHU

FRPSOLDQFH�FRVWV�EHFDXVH�HQWLWLHV�ZRXOG�EH�UHTXLUHG�WR�HVWDEOLVK�WKH

SURSRUWLRQ�RI�WKHLU�PHPEHUV�WKDW�DUH�QRQ�UHVLGHQW��LQFOXGLQJ�WKRVH�LQYHVWLQJ

WKURXJK�FROOHFWLYH�LQYHVWPHQW�YHKLFOHV�DQG�QRPLQHH�FRPSDQLHV�

+DG�WKH�1RQ�5HVLGHQW�,QYHVWRU�7D[�&UHGLW�EHHQ�LQWURGXFHG��GLVFXVVHG�XQGHU

5HFRPPHQGDWLRQ��������RU�LI�DOO�WD[�LPSRVHG�RQ�LQWHU�HQWLW\�GLVWULEXWLRQV�ZHUH

WR�EH�UHIXQGHG�WR�QRQ�UHVLGHQW�PHPEHUV��GLVFXVVHG�XQGHU

5HFRPPHQGDWLRQ��������WKH�QRQ�UHVLGHQW�PHPEHU�SURSRUWLRQ�ZRXOG�KDYH�EHHQ

UHTXLUHG�WR�EH�GHWHUPLQHG�E\�HQWLWLHV�PDNLQJ�GLVWULEXWLRQV���6LQFH�WKHVH�RSWLRQV

DUH�QRW�UHFRPPHQGHG��WKH�QRQ�UHVLGHQW�PHPEHU�SURSRUWLRQ�ZRXOG�RQO\�EH

UHTXLUHG�IRU�WKH�),$���2Q�EDODQFH��WKH�LQWHJULW\�EHQHILWV�IURP�D�SURSRUWLRQDO

DSSURDFK�DSSHDU�QRW�WR�MXVWLI\�WKH�DGGLWLRQDO�FRPSOLDQFH�FRVWV�



Section 21:  Foreign investment in Australia

A Tax System Redesigned 649

Recommendation
21.4 Identifying conduit income passing through other resident entities

7KDW�),$�FUHGLWV�EH�DWWDFKHG�WR�GLVWULEXWLRQV�DQG�SDVV�IURP�RQH�HQWLW\�WR

DQRWKHU�LQ�WKH�VDPH�PDQQHU�DV�IUDQNLQJ�FUHGLWV�

7KH�FXUUHQW�)'$�DUUDQJHPHQWV�DUH�UHODWLYHO\�VLPSOH�SURYLVLRQV���)'$�FUHGLWV

DUH�QRW�DWWDFKHG�WR�GLYLGHQGV�DQG�SURYLGH�UHOLHI�IURP�$XVWUDOLDQ�':7�RQO\

ZKHQ�DQ�XQIUDQNHG�GLVWULEXWLRQ�RXW�RI�IRUHLJQ�VRXUFH�LQFRPH�LV�SDLG�GLUHFWO\

E\�WKH�HQWLW\�WR�D�QRQ�UHVLGHQW�LQYHVWRU���$V�D�UHVXOW��WKH�FXUUHQW�SURYLVLRQV�GR

QRW�SURYLGH�UHOLHI�ZKHUH�GLYLGHQGV�DUH�SDLG�WR�QRQ�UHVLGHQWV�YLD�RWKHU�UHVLGHQW

HQWLWLHV�LQFOXGLQJ�KROGLQJ�FRPSDQLHV��FROOHFWLYH�LQYHVWPHQW�YHKLFOHV�DQG

QRPLQHH�FRPSDQLHV�

)RU�WKH�),$�WR�RSHUDWH�DV�D�JHQHUDO�FRQGXLW�PHFKDQLVP�DQG�SURYLGH�UHOLHI�LQ

PRVW�FRPPRQ�FLUFXPVWDQFHV��LW�ZLOO�EH�QHFHVVDU\�IRU�XQIUDQNHG�GLVWULEXWLRQV

WR�EH�LGHQWLILHG�DV�),$�GLVWULEXWLRQV�E\�UHVLGHQWV�UHFHLYLQJ�WKRVH�GLVWULEXWLRQV�

6XEVHTXHQWO\��UHOLHI�IURP�':7�FDQ�EH�DOORZHG�ZKHQ�WKRVH�GLVWULEXWLRQV�DUH

SDLG�WR�QRQ�UHVLGHQWV���7KLV�ZLOO�UHTXLUH�WKH�),$�WR�EH�VLPLODU�LQ�GHVLJQ�WR�WKH

FXUUHQW�IUDQNLQJ�DFFRXQW���7KDW�ZLOO�LQYROYH�VRPH�DGGLWLRQDO�FRPSOH[LW\�EXW

ZLOO�GHOLYHU�D�PRUH�HTXLWDEOH�RXWFRPH�

Recommendation
21.5 FIA dividends received by holding companies

7KDW�FRPSDQ\�WD[�RQ�),$�GLVWULEXWLRQV�UHFHLYHG�E\�D�UHVLGHQW�HQWLW\�EH

UHIXQGHG�LI�WKH�UHVLGHQW�HQWLW\�UHFHLYLQJ�WKH�GLVWULEXWLRQ�LV�

�L� ����SHU�FHQW�RZQHG�E\�QRQ�UHVLGHQWV��DQG

�LL� KDV�DW�OHDVW�D����SHU�FHQW�LQWHUHVW�LQ�WKH�HQWLW\�SD\LQJ�WKH

GLVWULEXWLRQ�

,Q�VRPH�FDVHV��QRQ�UHVLGHQWV�XVH�UHVLGHQW�KROGLQJ�FRPSDQLHV�WKURXJK�ZKLFK�WR

KROG�WKHLU�QRQ�SRUWIROLR�LQYHVWPHQWV�LQ�$XVWUDOLDQ�FRPSDQLHV�ZKLFK��LQ�WXUQ�

LQYHVW�LQ�QRQ�UHVLGHQW�FRPSDQLHV���,Q�$�3ODWIRUP�IRU�&RQVXOWDWLRQ��SDJH������WKH

5HYLHZ�H[SODLQV�WKH�RSWLRQ�RI�DOORZLQJ�),$�GLYLGHQGV�SDVVLQJ�WKURXJK�WKHVH

HQWLWLHV�WR�EH�UHOLHYHG�RI�GHIHUUHG�FRPSDQ\�WD[�RU�':7�

8QGHU�WKH�UHFRPPHQGHG�RSWLRQ�IRU�WD[LQJ�XQIUDQNHG�LQWHU�HQWLW\�GLVWULEXWLRQV

�5HFRPPHQGDWLRQ��������),$�GLVWULEXWLRQV�SDLG�YLD�D�GRPHVWLF�HQWLW\�WR�D

KROGLQJ�FRPSDQ\��QRW�SDUW�RI�D�FRQVROLGDWHG�JURXS�LQFRUSRUDWLQJ�WKH�GRPHVWLF

HQWLW\��ZLOO�EH�VXEMHFW�WR�LQFRPH�WD[���7KLV�LQFRPH�WD[�ZRXOG�KDYH�WR�EH

UHOLHYHG�WR�SUHYHQW�LW�LPSDFWLQJ�RQ�),$�GLVWULEXWLRQV�SDLG�WR�QRQ�UHVLGHQWV�YLD

HQWLWLHV�VXFK�DV�KROGLQJ�FRPSDQLHV�
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7KH�5HYLHZ�UHFRPPHQGV�WKDW�HQWLWLHV�WKDW�DUH�����SHU�FHQW�RZQHG�E\�D

QRQ�UHVLGHQW�VKRXOG�EH�VXEMHFW�WR�WD[�RQ�LQWHU�HQWLW\�GLVWULEXWLRQV�EXW�EH�DEOH

WR�FODLP�D�UHIXQG�ZKHQ�WKH�),$�GLVWULEXWLRQ�LV�SDLG�IURP�$XVWUDOLD���7KLV

WUHDWPHQW�ZLOO�HQVXUH�WKDW�WKHVH�GLVWULEXWLRQV�DUH�QRW�VXEMHFW�WR�$XVWUDOLDQ�WD[

ZKLOH�PDLQWDLQLQJ�WKH�LQWHJULW\�EHQHILWV�IURP�WD[LQJ�XQIUDQNHG�LQWHU�HQWLW\

GLVWULEXWLRQV���,W�LV�FRQVLVWHQW�ZLWK�5HFRPPHQGDWLRQ������WKDW�LV�GHVLJQHG�WR

DSSO\�WR�VXFK�FDVHV�DV�QRQ�UHVLGHQWV�LQYHVWLQJ�LQ�LQFRUSRUDWHG�MRLQW�YHQWXUHV�LQ

$XVWUDOLD�YLD�D�UHVLGHQW�VXEVLGLDU\�

7KLV�UHIXQG�ZLOO�EH�OLPLWHG�WR�ZKHUH�WKH�HQWLWLHV��RU�FRQVROLGDWHG�JURXSV�

UHFHLYLQJ�WKH�),$�GLVWULEXWLRQV�DUH�����SHU�FHQW�RZQHG�E\�D�QRQ�UHVLGHQW�DQG

KDYH�D����SHU�FHQW�RU�JUHDWHU�LQWHUHVW�LQ�WKH�HQWLW\�SD\LQJ�WKH�GLYLGHQG�

7KH�DOWHUQDWLYH�WR�WKH�QRQ�UHVLGHQWV�RI�DFFHVVLQJ�WKH�HIIHFW�RI�WKLV

UHFRPPHQGDWLRQ��DQG�5HFRPPHQGDWLRQ�������E\�HVWDEOLVKLQJ�WKH�KROGLQJ

FRPSDQ\�DV�D�&,9�PD\�QRW�EH�VXLWDEOH�LQ�VRPH�FLUFXPVWDQFHV�EHFDXVH�RI�WKH

UHTXLUHPHQW�WKDW�&,9V�GLVWULEXWH�DOO�WKHLU�LQFRPH�DQQXDOO\�WKDW�LV�WD[DEOH�WR�WKH

PHPEHU�

New arrangements for collecting tax
from non-residents

Recommendation
21.6 A withholding tax regime for non-residents

without a permanent presence in Australia

Withholding tax regime

�D� 7KDW�D�ZLWKKROGLQJ�WD[�UHJLPH�EH�LQWURGXFHG�LQ�UHVSHFW�RI

$XVWUDOLDQ�VRXUFH�LQFRPH�DQG�JDLQV�RQ�WKH�GLVSRVDO�RI�DVVHWV

VXEMHFW�WR�$XVWUDOLDQ�WD[�GHULYHG�E\�QRQ�UHVLGHQWV�RWKHU�WKDQ�

�L� ZKHUH�WKHUH�LV�D�SHUPDQHQW�SUHVHQFH�LQ�$XVWUDOLD��LQ�ZKLFK

FDVH�WKH�H[LVWLQJ�WD[DWLRQ�RQ�DVVHVVPHQW�ZLOO�FRQWLQXH�WR

DSSO\���DQG

�LL� LQWHUHVW��GLYLGHQGV�DQG�UR\DOWLHV�³�ZKLFK�ZLOO�UHPDLQ�WD[DEOH

DW�WKH�DSSURSULDWH��JURVV��ZLWKKROGLQJ�WD[�UDWHV�

Rate of withholding to apply

�E� 7KDW�WKH�ZLWKKROGLQJ�WD[�QRW�EH�D�ILQDO�WD[��H[FHSW�IRU�VDODU\�DQG

ZDJHV�ZKHUH�WKH�ZLWKKROGLQJ�WD[�ZLOO�EH�WKH�ILQDO�WD[��DQG�WKDW�WD[

EH�ZLWKKHOG�DW�WKH�WLPH�RI�SD\PHQW�DW�
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�L� ���SHU�FHQW�³�RQ�WKH�JURVV�SD\PHQW�IRU�DVVHWV��VXEMHFW�WR

$XVWUDOLDQ�WD[��GLVSRVHG�RI�E\�QRQ�UHVLGHQWV��DQG

�LL� WKH�FRPSDQ\�WD[�UDWH�RQ�RWKHU�SD\PHQWV�

Rate of tax to apply on assessment

�F� 7KDW��RQ�DVVHVVPHQW��WKH�UDWH�RI�WD[�EH�WKH�FRPSDQ\�WD[�UDWH�ZLWK�

�L� QRQ�UHVLGHQWV�UHFHLYLQJ�SD\PHQWV�VXEMHFW�WR�ZLWKKROGLQJ�DW

���SHU�FHQW�EHLQJ�UHTXLUHG�WR�DVVHVV�WKHLU�QHW�OLDELOLW\�DW�WKH

FRPSDQ\�UDWH�

�LL� QRQ�UHVLGHQWV�UHFHLYLQJ�SD\PHQWV��H[FHSW�VDODU\�DQG�ZDJHV�

VXEMHFW�WR�ZLWKKROGLQJ�DW�WKH�HQWLW\�UDWH�KDYLQJ�WKH�RSWLRQ�RI

DVVHVVLQJ�WKHLU�QHW�OLDELOLW\�DW�WKH�FRPSDQ\�WD[�UDWH�

Withholding tax regime

7KH�LVVXHV�UHODWLQJ�WR�WKLV�UHFRPPHQGDWLRQ�DUH�GLVFXVVHG�LQ

$�3ODWIRUP�IRU�&RQVXOWDWLRQ��SDJHV����������

,Q�WKH�DEVHQFH�RI�HIIHFWLYH�FROOHFWLRQ�PHFKDQLVPV��LW�FDQ�EH�GLIILFXOW�WR�HQVXUH

WKDW�WKH�$XVWUDOLDQ�WD[�OLDELOLW\�RI�QRQ�UHVLGHQWV�LV�PHW�LI�WKH\�GR�QRW�KDYH�D

SHUPDQHQW�SUHVHQFH�RU�DVVHWV�LQ�$XVWUDOLD���$72�H[DPLQDWLRQV�KDYH�GLVFORVHG

KLJK�OHYHOV�RI�QRQ�FRPSOLDQFH�E\�QRQ�UHVLGHQWV�ZLWKRXW�D�SHUPDQHQW�SUHVHQFH

LQ�$XVWUDOLD���7KH�PRVW�HIIHFWLYH�ZD\�WR�FROOHFW�WD[�LV�WKURXJK�ZLWKKROGLQJ

V\VWHPV���7KLV�LV�UHIOHFWHG�LQ�WKHLU�ZLGHVSUHDG�XVH�RYHUVHDV�

7KH�ZLWKKROGLQJ�WD[�UHJLPH�ZRXOG�QRW�DSSO\�WR�

� EXVLQHVV�LQFRPH�FRQQHFWHG�ZLWK�D�SHUPDQHQW�SUHVHQFH�RI�WKH�QRQ�UHVLGHQW

LQ�$XVWUDOLD�

� SD\PHQWV�IRU�WKH�VXSSO\�RI�JRRGV��RU

� GLYLGHQGV��LQWHUHVW�RU�UR\DOWLHV��ZKLFK�ZLOO�UHPDLQ�VXEMHFW�WR�WKH�H[LVWLQJ

ZLWKKROGLQJ�WD[�UHJLPHV��

7KH�ILUVW�WZR�H[FOXVLRQV�DUH�EDVHG�RQ�WKH�IDFW�WKDW�WKHUH�LV�DQ�RQJRLQJ�EXVLQHVV

RU�EXVLQHVV�DVVHWV�LQ�$XVWUDOLD�ZKLFK�FDQ�PHHW�WKH�WD[�OLDELOLWLHV�RI

QRQ�UHVLGHQWV�DULVLQJ�IURP�WKHLU�EXVLQHVV�DFWLYLWLHV�LQ�$XVWUDOLD���7KH�H[FOXVLRQV

DOVR�UHGXFH�WKH�QXPEHU�RI�SHRSOH�UHTXLUHG�WR�ZLWKKROG�DQG�WKH�DGPLQLVWUDWLYH

FRVW�RI�SURFHVVLQJ�ZLWKKHOG�DPRXQWV�WKDW�DUH�WR�EH�FUHGLWDEOH�

7KH�DPRXQW�RI�ZLWKKROGLQJ�WD[�FRXOG�EH�YDULHG�E\�WKH�&RPPLVVLRQHU�DW�WKH

UHFLSLHQW·V�UHTXHVW�ZKHUH��IRU�H[DPSOH��WKHUH�LV�QR�OLDELOLW\�DV�D�UHVXOW�RI�D�'7$�

WKHUH�LV�D�UHGXFHG�OLDELOLW\�EHFDXVH�RI�SURMHFWHG�GHGXFWLEOH�H[SHQVHV��RU�D�ORVV

DULVHV�RQ�WKH�GLVSRVDO�RI�DVVHWV���7KH�YDULDWLRQ�PHFKDQLVP�ZLOO�DOORZ
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ZLWKKROGLQJ�WD[�QRW�WR�EH�FROOHFWHG�LQ�WKHVH�FLUFXPVWDQFHV��ZKLOH�SURYLGLQJ

¶UHDO�WLPH·�LQIRUPDWLRQ�WR�KHOS�FRPEDW�WD[�DYRLGDQFH�DQG�HYDVLRQ�

Rate of withholding to apply

7KH�ZLWKKROGLQJ�WD[�ZLOO�QRW�EH�D�ILQDO�WD[��DQG�QRQ�UHVLGHQWV�ZKR�UHFHLYH

SD\PHQWV�VXEMHFW�WR�ZLWKKROGLQJ�DW�WKH�HQWLW\�UDWH��H[FHSW�VDODU\�DQG�ZDJHV��ZLOO

KDYH�WKH�RSWLRQ�RI�VHHNLQJ�DQ�DVVHVVPHQW�RQ�D�QHW�EDVLV�DW�WKH�FRPSDQ\�WD[

UDWH�

7KH�JHQHUDO�ZLWKKROGLQJ�UDWH�ZLOO�EH�WKH�FRPSDQ\�WD[�UDWH���+RZHYHU��WKH

ZLWKKROGLQJ�WD[�RQ�WKH�GLVSRVDO�RI�DVVHWV�ZLOO�EH�VHW�DW�D�UDWH�ORZHU�WKDQ�WKH

FRPSDQ\�UDWH�UHIOHFWLQJ�WKH�ZLWKKROGLQJ�RI�WD[�IURP�WKH�FRQVLGHUDWLRQ�UDWKHU

WKDQ�WD[LQJ�WKH�SURILW�RQ�VDOH�RI�WKH�DVVHW��WR�ZLWKKROG�DW�WKH�HQWLW\�UDWH�IURP

WKH�SURILW�ZRXOG�UHTXLUH�WKH�SXUFKDVHU�WR�NQRZ�WKH�WD[�DIIDLUV�RI�WKH�YHQGRU��

,W�LV�PXFK�PRUH�OLNHO\�IRU�SD\PHQWV�IRU�WKH�DFTXLVLWLRQ�RI�DVVHWV��WKDQ�IRU�RWKHU

SD\PHQWV�WR�ZKLFK�WKH�ZLWKKROGLQJ�WD[�UHJLPH�ZLOO�DSSO\��IRU�WKH�ZLWKKHOG

DPRXQW�WR�GLIIHU�IURP�WKH�WD[�WKDW�ZRXOG�DSSO\�LI�WKH�QRQ�UHVLGHQW�ZDV�VXEMHFW

WR�D�WD[�DVVHVVPHQW�RQ�D�QHW�EDVLV���7KHUH�PD\��IRU�H[DPSOH��EH�D�ORVV�RQ

GLVSRVDO�RI�WKH�DVVHW�

7KH�UHFRPPHQGHG�DSSURDFK�WR�QRQ�UHVLGHQW·V�VDODU\�DQG�ZDJHV�ZLOO�DOVR

GHOLYHU�VXEVWDQWLDO�LPSURYHPHQWV�³�VHH�5HFRPPHQGDWLRQ�������IRU�GHWDLOV�

Rate of tax to apply on assessment

&XUUHQWO\�QRQ�UHVLGHQWV��DSDUW�IURP�QRQ�UHVLGHQW�FRPSDQLHV��DUH�VXEMHFW�WR�WD[

DW�SURJUHVVLYH�UDWHV�RQ�$XVWUDOLDQ�VRXUFH�LQFRPH���+RZHYHU��PXFK�RI�WKH

LQFRPH�WKDW�QRQ�UHVLGHQWV�GHULYH�IURP�$XVWUDOLD�FDQ�UHDGLO\�EH�GHULYHG�WKURXJK

HQWLWLHV���$FFRUGLQJO\��LW�LV�SURSRVHG�WR�WD[�QRQ�UHVLGHQWV�JHQHUDOO\�DW�WKH

FRPSDQ\�WD[�UDWH�H[FHSW�RQ�LQWHUHVW��GLYLGHQGV�DQG�UR\DOWLHV�ZKLFK�DUH�DOUHDG\

VXEMHFW�WR�D�ILQDO�ZLWKKROGLQJ�WD[�

/HY\LQJ�WD[�DW�D�IODW�UDWH�ZLOO�EH�PXFK�VLPSOHU���3D\HUV�RI�DPRXQWV�WR

QRQ�UHVLGHQWV��IRU�H[DPSOH�WUXVWHHV�RI�FROOHFWLYH�LQYHVWPHQW�YHKLFOHV��ZLOO�EH

DEOH�WR�ZLWKKROG�WD[�DW�D�IODW�UDWH�IRU�DOO�SD\PHQWV��H[FHSW�GLYLGHQGV��LQWHUHVW

DQG�UR\DOWLHV�DQG�DVVHWV�VXEMHFW�WR�$XVWUDOLDQ�WD[��

1RQ�UHVLGHQWV�ZKR�UHFHLYH�SD\PHQWV�VXEMHFW�WR�ZLWKKROGLQJ�DW�WKH�FRPSDQ\

WD[�UDWH��H[FHSW�VDODU\�DQG�ZDJHV��ZLOO�KDYH�WKH�RSWLRQ�RI�VHHNLQJ�DQ�DVVHVVPHQW

RQ�D�QHW�EDVLV�IRU�WKH�\HDU�RI�LQFRPH�DW�WKH�HQWLW\�UDWH���$�UHIXQG�RI

ZLWKKROGLQJ�WD[��ZKHUH�DSSOLFDEOH��ZRXOG�EH�PDGH�

1RQ�UHVLGHQWV�ZKR�UHFHLYH�SD\PHQWV�VXEMHFW�WR�ZLWKKROGLQJ�WD[�DW�WKH

���SHU�FHQW�UDWH�ZLOO�EH�UHTXLUHG�WR�ORGJH�D�UHWXUQ�DQG�EH�DVVHVVHG�IRU�WKH�\HDU

RI�LQFRPH�DW�WKH�HQWLW\�UDWH���7KLV�ZLOO�HQDEOH�WKH�FRUUHFW�DPRXQW�RI�WD[�WR�EH
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DVVHVVHG�ZKHUH�LW�H[FHHGV�WKH�DPRXQW�RI�WD[�ZLWKKHOG���$JDLQ��UHIXQGV�RI

ZLWKKROGLQJ�WD[�ZLOO�EH�DYDLODEOH�ZKHUH�DSSOLFDEOH�

7KHUH�ZDV�JHQHUDO�VXSSRUW�IRU�WKH�UHFRPPHQGHG�DSSURDFK�GXULQJ

FRQVXOWDWLRQV�

Taxing gains from the disposal of
interposed non-resident entities

Recommendation
21.7 Avoidance of tax on capital gains by non-residents

7KDW�OHJLVODWLRQ�GHDO�ZLWK�WKH�DYRLGDQFH�E\�QRQ�UHVLGHQWV�RI�$XVWUDOLDQ

FDSLWDO�JDLQV�WD[�E\�GLVSRVLQJ�RI�DQ�LQWHUSRVHG�HQWLW\�KROGLQJ�$XVWUDOLDQ

DVVHWV�UDWKHU�WKDQ�WKH�DVVHWV�WKHPVHOYHV�

,Q�$�3ODWIRUP�IRU�&RQVXOWDWLRQ��SDJHV�����������WKH�5HYLHZ�FDQYDVVHG�WKH�LVVXH�RI

LQGLUHFW�WUDQVIHUV�RI�$XVWUDOLDQ�DVVHWV�KHOG�E\�QRQ�UHVLGHQWV���1RQ�UHVLGHQWV

ZKR�ZLVK�WR�GLVSRVH�RI�$XVWUDOLDQ�DVVHWV�FDQ�DYRLG�$XVWUDOLDQ�FDSLWDO�JDLQV�WD[

E\�LQWHUSRVLQJ�D�QRQ�UHVLGHQW�FRPSDQ\�EHWZHHQ�WKH�UHOHYDQW�$XVWUDOLDQ�DVVHWV

DQG�WKH�QRQ�UHVLGHQW�RZQHUV���7KH�LQWHUSRVHG�FRPSDQ\�FDQ�WKHQ�EH�VROG�ZLWK

QR�$XVWUDOLDQ�WD[�SD\DEOH���)DLOXUH�WR�DGGUHVV�WKLV�LVVXH�ZRXOG�PHDQ�WKDW�

WKURXJK�UHODWLYHO\�VLPSOH�WD[�SODQQLQJ��QRQ�UHVLGHQWV�ZRXOG�FRQWLQXH�WR�EH�DEOH

WR�DYRLG�FDSLWDO�JDLQV�WD[�

&RQVXOWDWLRQV�DQG�VXEPLVVLRQV�ZHUH�JHQHUDOO\�VXSSRUWLYH�RI�PHDVXUHV�WR

DGGUHVV�WKLV�LVVXH��VXEMHFW�WR�WKH�ODZ�EHLQJ�WDUJHWHG�DW�WD[�DYRLGDQFH

DUUDQJHPHQWV�UDWKHU�WKDQ�FRPPHUFLDO�WUDQVDFWLRQV���:KLOH�WKLV�LV�DQ�DUHD�RI

FRQFHUQ��WKH�ZLGHU�LVVXH�LV�WKDW��UHJDUGOHVV�RI�WKHLU�SXUSRVHV��WKHVH

DUUDQJHPHQWV�FDQ�KDYH�WKH�SUDFWLFDO�HIIHFW�RI�IUXVWUDWLQJ�$XVWUDOLD·V�SROLF\�RI

WD[LQJ�VXEVWDQWLYH�DVVHWV�ORFDWHG�KHUH�ZKHQ�WKHLU�RZQHUVKLS�FKDQJHV���,Q�RWKHU

ZRUGV��WKH�PHDVXUH�LV�QHFHVVDU\�WR�SURWHFW�$XVWUDOLD·V�H[LVWLQJ�WD[LQJ�SURYLVLRQV

ZKHUH�WKHUH�LV�DQ�LQGLUHFW�GLVSRVDO�RI�WKH�XQGHUO\LQJ�DVVHWV�

7KH�OHJLVODWLRQ�ZLOO�WDUJHW�DSSURSULDWH�FDVHV�LQ�DFFRUGDQFH�ZLWK�WKH�IROORZLQJ

IUDPHZRUN�

� $XVWUDOLDQ�DVVHWV�ZLOO�QHHG�WR�EH�WKH�SULQFLSDO�DVVHWV�RI�WKH�HQWLW\�KROGLQJ

WKRVH�DVVHWV���'HWHUPLQLQJ�ZKHWKHU�WKH�$XVWUDOLDQ�DVVHWV�DUH�WKH�¶SULQFLSDO

DVVHWV·�ZLOO�EH�PDGH�QRW�E\�UHIHUHQFH�WR�D�GHILQLWLRQ�EXW�E\�UHIHUHQFH�WR�D�VHW

RI�FULWHULD�LQ�WKH�OHJLVODWLRQ�³�VXFK�DV�WKH�PDUNHW�YDOXH�RI�WKH�DVVHWV�DQG

ZKHWKHU�WKH�DVVHWV�SURGXFH�WKH�PDMRULW\�RI�WKH�HQWLW\·V�LQFRPH�
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� &RQWURO�RI�WKH�DVVHWV�ZLOO�QHHG�WR�SDVV�IURP�D�QRQ�UHVLGHQW�HQWLW\�WR�DQRWKHU

SDUW\�

� 7KH�UHJLPH�ZLOO�QRW�DSSO\�ZKHUH�WKH�JDLQ�RQ�VDOH�RI�WKH�LQWHUSRVHG�HQWLW\�LV

VXEMHFW�WR�WD[�LQ�EURDG�H[HPSWLRQ�OLVWHG�FRXQWULHV�RU�ZRXOG�KDYH�EHHQ

VXEMHFW�WR�WD[�LQ�VXFK�D�FRXQWU\�H[FHSW�IRU�UHFRJQLVHG�UROORYHU�UHOLHI�

:KLOH�LW�LV�UHFRJQLVHG�WKDW�WKH�FROOHFWLRQ�RI�WD[�RQ�WKH�GHHPHG�GLVSRVDO�RI�DQ

$XVWUDOLDQ�DVVHW�LQ�WKHVH�FLUFXPVWDQFHV�SRVHV�SUDFWLFDO�GLIILFXOWLHV�LQ�VRPH�FDVHV

�QRQ�UHVLGHQW�WR�QRQ�UHVLGHQW�WUDQVDFWLRQV���LW�LV�FRQVLGHUHG�WKDW��LQ�WUHDW\

QHJRWLDWLRQV��$XVWUDOLD�VKRXOG�FRQWLQXH�WR�VHHN�DJUHHPHQW�WR�SURYLVLRQV�WKDW

ZLOO�SURYLGH�IRU�ELODWHUDO�HQIRUFHPHQW�RI�FDSLWDO�JDLQV�WD[�SURYLVLRQV�LQ�WKHVH

VLWXDWLRQV�

Interest withholding tax on
government securities

Recommendation
21.8 Interest withholding tax on government securities

7KDW�WKH�H[HPSWLRQ�IURP�LQWHUHVW�ZLWKKROGLQJ�WD[��,:7��QRW�EH

H[WHQGHG�WR�JRYHUQPHQW�VHFXULWLHV�LVVXHG�LQ�$XVWUDOLD�

6HYHUDO�VXEPLVVLRQV�WR�WKH�5HYLHZ�DUJXHG�WKDW�JRYHUQPHQW�VHFXULWLHV�LVVXHG�LQ

$XVWUDOLD�EH�H[HPSW�IURP�,:7�

,:7�LV�FXUUHQWO\�OHYLHG�RQ�LQWHUHVW�SDLG�WR�QRQ�UHVLGHQW�LQYHVWRUV�LQ�UHODWLRQ�WR

&RPPRQZHDOWK�DQG�6WDWH�*RYHUQPHQW�VHFXULWLHV�LVVXHG�LQ�$XVWUDOLD���2IIVKRUH

LVVXHV�E\�ERWK�JRYHUQPHQWV�DQG�FRPSDQLHV�DUH�IUHH�RI�,:7���7KH�*RYHUQPHQW

DQQRXQFHG�LQ�'HFHPEHU�������LQ�LWV�SDSHU�,QYHVWLQJ�IRU�*URZWK��WKDW�FRPSDQ\

LVVXHV�LQ�$XVWUDOLD�ZLOO�EH�IUHH�RI�,:7�

3URYLGLQJ�DQ�,:7�H[HPSWLRQ�IRU�JRYHUQPHQW�VHFXULWLHV�ZRXOG�DOORZ�6WDWH

JRYHUQPHQWV�WR�LVVXH�DOO�WKHLU�ERQGV�RQVKRUH��FUHDWLQJ�LQFUHDVHG�OLTXLGLW\�IRU

WKH�PDUNHW���,W�ZRXOG�GLUHFWO\�UHGXFH�ERUURZLQJ�FRVWV�PRGHVWO\��DQG�WKHUH

ZRXOG�EH�D�IXUWKHU�VPDOO�UHGXFWLRQ�LQ�\LHOGV�IURP�¶PDUNHW�GHHSHQLQJ�·

+RZHYHU��WKH�NH\�FRQVLGHUDWLRQ�LQ�H[HPSWLQJ�JRYHUQPHQW�VHFXULWLHV�IURP�,:7

LV�WKH�FRVW�WR�UHYHQXH���7KH�HVWLPDWHG�UHYHQXH�ORVV�IRU�����������ZRXOG�EH

DURXQG������PLOOLRQ���,QLWLDOO\�PRVW�RI�WKH�FRVW�ZRXOG�DULVH�IURP�,:7�SD\DEOH

RQ�H[LVWLQJ�ERQGV��RQ�ZKLFK�DW�WKH�WLPH�RI�LVVXH�OHQGHUV�ZRXOG�KDYH�H[SHFWHG

WR�IDFH�,:7�IRU�WKH�OLIH�RI�WKH�VHFXULW\����$Q�H[HPSWLRQ�ZRXOG�UHVXOW�LQ�D

ZLQGIDOO�JDLQ�WR�WKHVH�ERQGKROGHUV�



Section 21:  Foreign investment in Australia

A Tax System Redesigned 655

,Q�WKH�VKRUW�WHUP��WKH�FRVW�WR�UHYHQXH�ZRXOG�QRW�JLYH�ULVH�WR�D�FRUUHVSRQGLQJ

IDOO�LQ�JRYHUQPHQW�ERUURZLQJ�FRVWV�EHFDXVH�WKH�ORZHU�ERUURZLQJ�FRVWV�ZRXOG

RQO\�DULVH�IURP�QHZ�GHEW�LVVXHV�ZKHUHDV�WKH�,:7�IRUJRQH�LQFOXGHV�WKH�ODUJH

VWRFN�RI�H[LVWLQJ�GHEW�

2YHU�WKH�ORQJHU�WHUP��WKH�EHQHILWV�IURP�ORZHU�ERUURZLQJ�FRVWV��DV�PRUH�QHZ

LVVXHV�DUH�PDGH�H[HPSW�IURP�,:7��ZRXOG�LQFUHDVH�EXW�WKHVH�ZRXOG�VWLOO�EH

RXWZHLJKHG�E\�WKH�FRVW�WR�UHYHQXH���7KLV�LV�EHFDXVH�PDQ\�QRQ�UHVLGHQW

ERUURZHUV�ZRXOG�QRW�EH�JUHDWO\�DIIHFWHG�E\�WKH�H[WHQVLRQ�RI�WKH�,:7

H[HPSWLRQ���7KRVH�ERUURZHUV�FXUUHQWO\�UHFHLYH�WD[�FUHGLWV�LQ�WKHLU�KRPH

FRXQWULHV�HTXDO�WR�,:7�SDLG�LQ�$XVWUDOLD�DQG�KHQFH�IDFH�WKH�VDPH�RYHUDOO�WD[

OLDELOLW\�ZLWK�RU�ZLWKRXW�DQ�,:7�H[HPSWLRQ��,Q�WKHVH�FLUFXPVWDQFHV��WKH�OHQGHUV

ZRXOG�FRQWLQXH�WR�VHHN�D�VLPLODU�\LHOG�RQ�WKHLU�ORDQV�DQG�WKH�EHQHILW�RI�WKH

UHPRYDO�RI�WKH�,:7�ZLOO�DFFUXH�WR�IRUHLJQ�7UHDVXULHV�

7KH�ORQJ�WHUP�UHGXFWLRQ�LQ�DQQXDO�ERUURZLQJ�FRVWV�IRU�&RPPRQZHDOWK�DQG

6WDWH�JRYHUQPHQWV�LV�HVWLPDWHG�DW�����PLOOLRQ�SHU�DQQXP�EDVHG�RQ�FXUUHQW

OHYHOV�RI�JRYHUQPHQW�GHEW���7KLV�LV�VLJQLILFDQWO\�OHVV�WKDQ�WKH�HVWLPDWHG�UHYHQXH

ORVV�RI������PLOOLRQ�IRU�WKDW�OHYHO�RI�JRYHUQPHQW�GHEW�

,Q�WKH�FRQWH[W�RI�WKH�UHYHQXH�QHXWUDOLW\�FRQVWUDLQW�DSSO\LQJ�WR�LWV

UHFRPPHQGDWLRQV��WKH�5HYLHZ�GRHV�QRW�FRQVLGHU�H[WHQGLQJ�WKH�,:7

H[HPSWLRQ�RI�VXIILFLHQW�SULRULW\�WR�UHFRPPHQG�WKH�H[HPSWLRQ�




