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Draft Taxation Determinations (TDs) represent the preliminary, though considered, views of
the ATO.  Draft TDs may not be relied on; only final TDs are authoritative statements of the
ATO.

Draft Taxation Determination
Income tax:  should TFN amounts be deducted from that part of a
unit trust distribution which is funded by fully franked dividends
received by the trust?

1. Yes.  Subsection 221YHZC(1A) of the Income Tax Assessment Act 1936 ("the Act") requires
that a TFN amount be deducted from "unattributed income".

2. "Unattributed income" is defined in subsection 221YHZA(1) as income from investments
which are subject to the tax file number (TFN) arrangements in respect of which a TFN has not
been provided or taken to have been provided.  Investments subject to the TFN arrangements are
described in Items 1 to 6 of the table in subsection 202D(1) of the Act.

3. Subsection 221YHZC(1B) of the Act provides that investment bodies are not to deduct TFN
amounts from unattributed income which is in the form of fully franked dividend or the franked
portion of a partly franked dividend from a share investment.  The Act defines a share investment
as an Item 6 investment in the table in subsection 202D(1) ie. shares in a public company.

4. Units in a unit trust are not share investments.  Therefore, if a unit trust distribution
includes income from fully or partly franked dividends, and the unitholder has not provided a
TFN or claimed an exemption, the unit manager is required to deduct TFN amounts in accordance
with subsection 221YHZC(1C) from any distribution of income made to the unitholder.

Example:

John is a holder of units in ABC Unit Trust: a publicly listed unit trust.  The Unit Trust invests in
companies which pay both fully franked and partly franked dividends.  For the year ended 31 December 1992
John was entitled to a $980 distribution from the Unit Trust which comprised of fully franked and partly
franked dividends.  John did not provide his TFN to the Unit Trust.  The unit manager is required to deduct
$472.85 ($980 x .4825) from the income distribution.  John is entitled to the franking credit applicable to his
share of the income distribution.

Commissioner of Taxation
15/04/93
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