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be defined to exclude income arising to a tax resident of a country with which Australia has concluded a
DTA if the-income is subject to the normal rate of corporate income tax in that country. The latter
alternative has the advantage of removing much of the risk of undermining the integrity of Australia’s
DTAs and acknowledges that Australia does not generally enter into a DTA with no or low tax
jurisdictions. By way of example, given the stated purpose of the MAAL, its potential application, as a
consequence of removing the ‘no or low corporate tax’ condition, to a taxpayer resident in the United
States and subject to US corporate income tax demonstrates that the removal of the no or low corporate
tax condition introduces inappropriate uncertainty.

In our view, our recommended amendments ensure that the MAAL achieves its stated purpose but does
not introduce significant uncertainty or override DTA outcomes in situations where little or no risk of
“stateless income” arises.

3. Commencement date

Paragraph 7 of Schedule 2 to the CMTA Bill indicates that MAAL, contained in Schedule 2, will “apply on
or after 1 January 2016 in connection with a scheme, whether or not the scheme was entered, into, or
was commenced to be carried out, before that day.”

Given the CTMA Bill will not be passed until nearer to 1 January 2016, we are of the view that the
commencement date of the proposed amendments contained in the CMTA Bill of 1 January 2016 should
be amended with a later commencement date. In our view, it is not feasible to have a commencement
date that is now less than 3 months away. In our view the commencement date should be no earlier
than years of income commencing on or after 1 July 2016.

For taxpayers with existing structures that may be at risk under the proposed provisions, we understand
that the Government and the ATO anticipate that their response to MAAL will be a restructuring of their
inter-group arrangements to ensure that they do not fall within MAAL. To the extent that a restructure is
required, taxpayers will need time to consider the most appropriate way in which to effect a restructure
and to implement the restructure, including obtaining all necessary approvals.

We have a number of other less important matters on which we have made a submission. These are set
out in the attached Appendix A.

Again, thank you for the opportunity to make this submission. If you have any queries please contact
Daryn Moore, Partner, Oceania Leader- International Tax Services [daryn.moore@au.ey.com — 02 9248
5538].

Yours faithfully

Ernst & Young
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