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11 June 2002

Reference: 65767

Dear Ms Morton

Subject: Proof Transcript of Evidence
Taxation Treatment of Transfers from Overseas Superanm[ation Funds

I refer to your letter of 28 May 2002 enclosing two copies of the transcripj of may evidence

at the recent hearing in Sydney.
I have marked four typographical corrections on the attached extract.

Further, 1 attach my response to a request from the Chair on page 115, in relation to
Section 27CAA and the FIF regime.

Should you have any queries, please contact me on 8266 5767.

| Yours singerely

Parther
Tax Services
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Interaction between 27CAA and FIF Rules

An interest in a foreign superannuation fund which is not exempt from the operation
of the FIF rules (such as a personal pension scheme) will result in FIF taxes being
paid by an Australian resident. If the foreign fund entitiement is then transferred to an
Australian fund, Section 27CAA includes an amount, calculated by that section, in the
individual’s assessable income. The question arises on whether there is 2 mechanism
to ensure the benefits are not taxed twice — under the FIF rules as well as Section
27CAA.

When Section 27CAA was enacted as part of the ETP subdivision of the Income Tax
Assessment Act, amendments were also made to the FIF legislation to (a¢cordmg to
the Explanatory Memorandum):

“extend the current exernption for amounts that are taxed under F F measures
to include amounts that are assessed under the ETP subdivision.
consequence, the amount of a payment that is assessed under the Jﬁj‘P
subdivision will be reduced by the amount of the payment that is #axed under
the FIF measures”.

It is clear, therefore, that the intent was to ensure that the two areas of tax law
complemented each other and no double tax would arise. However, the complexity of
the FIF legislation in particular makes its actual method of operation far om clear.

We will be pleascd to provide a more technical analysis of the relevant prowsmns
should it be required by the Committee. ‘
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