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Tax Pile Number(TPN) Amendments129

Thefollowing diagramshowstheflow of investmentsand
informationdescribedabove:

Outlineof currentprovisionsapplying to investmentsmadethroughsolicitorsandbody
cor Orates.

Whychangethelaw?

As a resuitof thecurrenttwo tiered investmentarrangement,the
Commissionerof Taxationreceivestwo incomereportson effectively
thesameincome:Onereport from thesolicitor orbodycorporate
whenincomeis paidor creditedto theprimaryinvestor;theother
from theinvestmentbodywherethesolicitor or bodycorporate
reinvestedtheprimary investorsfunds. This duplicationplacesan
administrativeburdenon theinvestmentbodiesanddoesnot enhance
thematchingof incomeby theCommissioner.

Furthermore,representationshavealsobeenreceivedconcerningthe
operationof subsection202DB(2)of theAct. Subsection202DB(2)
allowsapersonactingasatrusteeof atrustestatemakingan
investmenton behalfof thetrustto quotehisor herpersonalTFN
wherethepersondoesnot haveaspecialTFN for theroleof trustee.

Somesolicitorsandbodycorporateshaveindicatedthattheyare
reluctantto quotetheir ownTFN with a reinvestmenttheymakeon
behalfof otherpeople.

ThE CURRENT LAW
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TaxFile Number(TFN) Amendments 732

How is the investmentbodyremitter number to bequoted?

The Bill authorisesthemakingofregulationsto establishasystemof
issuing,cancelling,alteringandquotinginvestmentbody remitter
numbers. When an interposedentity satisfiesoneofthe conditions
referredto above,the interposedentity mayquote its investment
body remitter number to a secondaryinvestmentbodyin connection
with thesecondaryinvestmentin themannerto beprescribedin the
regulations. [Clause60-Newsubsection2O2DDA(1)and paragraph
2O2DDA(2Xb)J

Whathappenswhenan interposedentityquotesits investmentbodyremitter
number?

Whenaninterposedentityquotes its investmentbody remitter
number to a secondaryinvestmentbodyin connectionwitha
secondaryinvestment,the interposedentity will betakento have
quotedits ownTEN. (Clause60-Newsection2O2DDAJ

The following diagram showstheaboverelationshipandprocess:

Quotation of InvestmentBody Remitter Number

Thisdiagramshowshow thisamendmentwill work.

Investmentsmadethroughaninterposedentity

The secondamendmentmadeto thequotation provisionsoftheTEN
systemwill effectively relieve solicitors andbodycorporatesfrom

1. The~ohdWr ~ bodycorporalsmaynow dthaquotetheirtaxOle numbe
(urvlcr eeetkm20205Jortic Uiv~Uicit body ranfltn-nuzr~bc’.



Tar Pile Number(TFN) Amendments 135

This diagram showshow thisamendmentwill work.

Deemedquotation ofTFNs bynon-residents

Under section202EE of the Act, non-resident investorsaretaken to
havequoteda TEN for Australianinvestmentincomeif they are liable
to pay non-resident withholding taxon that income. Theexemption
from quoting a TEN alsoappliesto non-residentswho areexempted
from paying the withholdingtaxby theoperation of certain
provisions of subsection128W3) of theAct. This exemptionfrom
quoting a TEN is to apply eventhough the actual reqmrementto
deductthewithholding taxmay not fall on the investmentbody.

This exemptionfrom quoting TENscould be abusedby channelling
payments throughAustralianresidents.To stopthis, the law is to be
amendedsothat theexemptionwill apply only if the investment body
is actually requiredto deductwithholdingtax undersection221YL of
the Act, or would havebeenrequiredto dosobut for the operation of
the provisionsdetailed in newparagraph 2O2EECIXd).

Therequirement that non-residentswho becomeresidentsof 4
Australia must advisethe investmentbody of the changeof residence
within onemonth will continue to apply unaffectedby the
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The following diagramshowstheaboverelationshipandprocess:

Investmentmadethroughan Interposedentity
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