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Foreword

The Australian Master Tax Guide is Australia’s best selling tax handbook and the
flagship of the CCH ‘‘Master’’ series of annual reference guides for accountants,
lawyers and tax professionals. This edition is designed to help tax practitioners and
taxpayers prepare their income tax returns for the 2007/08 income year. It also
provides information on the tax implications of decisions and transactions that
taxpayers may face in 2007/08 and 2008/09.

This edition of the Australian Master Tax Guide incorporates the continuing flow of
changes of practical significance that are a product of our complex tax system.
Legislation that is pending, including all the latest amendments, is monitored in
Chapter 41. For details of the tax changes in this edition, see the highlights at 1.

The Guide states the law as at 1 January 2008 and discusses proposed measures
wherever relevant. It explains the rules affecting everyday business and explores
personal income tax questions using clear language and practical examples. Cross-
references at the end of most numbered paragraphs provide links to additional
information in other CCH services. Other special features include an individual tax
return preparation guide, a depreciation (effective life) table, tax calendar, personal tax
calculator, finding lists and a comprehensive index.

Electronic and updating versions

This Guide is also available on CD-ROM. For Guide users who need to keep up to
date with changes throughout the year, the Premium Master Tax Guide is the logical
choice. That version, available both on CD-ROM and online, is fully updated at least
four times a year, with all changes integrated into the relevant chapters. The electronic
updating version of the Guide, in addition to having a better searching capability,
provides useful links to the rulings, cases and legislation discussed in the commentary.
It also includes a number of practical enhancements such as income tax, CGT and
FBT calculators.

A loose-leaf service — the Australian Master Tax Guide Updater — is also available.

The Updater supplements the Guide by providing quarterly updates of new
developments.

Master Tax Examples

The perfect companion to the Australian Master Tax Guide is the 2008 Master Tax
Examples, with over 250 additional case examples.

For details of any of these products, contact CCH Customer Support on 1 300 300
224,

CCH Australia Limited
January 2008
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Highlights of 2007 Tax Changes

91 HIGHLIGHTS

What’s new

This edition has been fully updated to reflect developments that occurred (or remain
proposed) up to 1 January 2008.

New tax rules included a major overhaul of the CGT small business concessions
following a Board of Taxation review (Y7-110 et seq). New laws were also enacted to
align the eligibility tests for accessing the various small business concessions.

All the rules applying to small business have been consolidated in Chapter 7. As a
result, the rules applying to clubs and associations are now discussed in Chapter 3 and
exemptions are covered in Chapter 10. In addition, to incorporate the new simplified
superannuation reforms, Chapters 8 and 11 were fully rewritten.

Details of the main changes included in this edition are set out below.

CHAPTER 1 — INTRODUCTION

Cases

B The Commissioner may now make disclosures of taxpayer information to Project
Wickenby taskforce officers and other taskforce officers ................... 91-220, 925-220
CHAPTER 3 — COMPANIES

New laws

B The $100m income ceiling for the same business test (SBT) has been removed
effectivesliluly:20050% S8, 1 00s, Benapied, galaldl nel 2l i amang 93-120
B The PDF program is closed to new registrations and is being replaced by a new
ventureicapitalivehicle s e At A Lan et Gl omans 93-555, 95-040, §12-900
Proposed measures

M The continuity of business test (COT) will be fine-tuned ............cccooevvenenennen. 93-105
M The Board of Taxation will review the tax treatment of off-market share buy-backs
............................................................................................................................... 3-170
B Separate measures dealing with demutualisation of health insurers and non-resident
mutual organisations have been proposed ........c.ccocooeveiereireiiiiinenienneneneee s 93-432

Rulings and guidelines

B Taxation Determination TD 2007/2 explains how long to retain records that support
ADRIUSShRL al. L atanne avnes cmpn ek il o e el nd B0 93-060, §9-045
Cases

B A group whose ownership changed during an income year was not permitted to
transfer a loss that was referable to only part of an income year (Keycorp, Fed

R o Ascasesintsis e Ao e S L g s ot NI Bty 93-090
M A taxpayer was entitled to an extension of time to transfer losses six years after the
televantincome year (BHEBIlliton, BRAMCE) L o ... ... .. o cosmioisoriuissstos rasisesiiaas 93-090

B The same business test was not satisfied during winding up of a business after
selling a joint venture interest (Coal Developments (German Creek), Fed Ct) ....§3-120

CHAPTER 4 — DIVIDENDS ® IMPUTATION SYSTEM

New laws

B Changes to the deemed dividend provisions of ITAA36 Div 7A have reduced their
SENelRY ot el e R e sl st st s s S st e 94-200
B The old deemed dividend rules (ITAA36 s 108) have been repealed ............. 94-210

q1
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B The dividend tainting rules have been repealed effective 1 July 2004 ............ 94-945
Proposed measures

M Income beneficiaries of testamentary trusts (such as life tenants) will generally be
excluded from the franking credit holding period rules ..........ccccoceeveiiiuiiennnnee. 94-940

Rulings and guidelines

M Taxpayers are being given a one-off opportunity to correct past mistakes caught by
Div 7A (Practice Statement PS LA 2007/20) ...........cccccccoeeviiivsesaisomossninsseco 10 8 14-200
B The benchmark interest rate for Div 7A purposes is 8.05% from 1 July 2007
(LTaxation Determination TD 2007/23) ........c..cooeoe 2000 SARBELL 5 00 04 [0 94-200
B Draft Determination TD 2007/D19 explains what elements of a loan agreement
need to be in writing for the purposes of Div 7A ............cccooovieveiieiiie e 94-200
M A shareholder’s failure to repay a normal trade debt within the agreed term will not
necessarily result in a deemed dividend under Div 7A (Draft Determination TD
DUR DN T 2 BT el HOH S8 BIDEBIOCEE DG cOle Uy 05 DRt 94-200
B The question of what is a present legal obligation of a private company for the
purposes of ITAA36 s 109Y(2) is considered in Taxation Determination TD 2007/28
and.Draft Determirafton D 2007/DY 17 21110 B UL L s ouliel o e ant 19, 94-200
B The Commissioner has issued Taxpayer Alert TA 2007/5 about attempts to
circumvent ITAA36 Div 7A through the use of corporate limited partnerships ..94-200
B The Commissioner released draft guidelines on the application of s 45B to a share
capital reduction (Draft Practice Statement PS LA 1552) ...ccccveveveiiiiiiicincnnnd 94-682
B An entity must be a ‘‘qualified person’” within the meaning of ITAA36 former Pt
IITAA to qualify for franking benefits (7axation Determination TD 2007/11) ....94-940
Cases

M A distribution of shares in a foreign demerged entity was an assessable dividend

(Condell; FulllRed; CtY il . o Loum - gucdbahommasnoisisssntsto Bbiiadise i ospiastistsngs -G 15+ 94-140
M Loans by a private company to a 75%-owned unit trust were deemed dividends (Di
Lorenzo Ceramics, Bed Cr) oot ineensiviaisnninnnesonsaseiseitassisvss oo ipmmsiatanate Sy 94-200

B Fictitious scaffold hire payments were non-deductible to the taxpayer company and
were assessable to its shareholder as deemed dividends under Div 7A (3-D

e N D T e PR AT e S T s o RO T s 14-200
CHAPTER 5 — PARTNERS AND PARTNERSHIPS

New laws

B The venture capital regime was extended .............coeveeenrisiicnnann 95-040, §12-900
Proposed measures

B Further changes to the venture capital regime were announced in the 2007/08
e B e R e S s L L IR S S AP S 95-040, 912-900

Rulings and guidelines
M The ATO’s policy of allowing partnerships to adopt a substituted accounting period

was updated (Practice Statement PS LA 2007/21). .....c...ovcvnninisnnesnmmsessvisssnissens 95-030
CHAPTER 6 — TRUSTEES ® BENEFICIARIES ® DECEASED ESTATES

New laws

M Resident trustees can be taxed on distributions to non-resident trustee beneficiaries
Wit T o R e B e g B et LR el el I AR dats eliudederd e vali s et 96-220

B The trust loss rules were amended to provide more flexibility for family trusts
................................................................................................................. 96-266, 96-268
B From the 2008/09 income year, trustees of closely held trusts will be required to
report details of the trust’s trustee beneficiaries rather than its ultimate
beneficiaries ... Lalssrstfenl nwlid0h s 22 A AT Daler bnaluzib bagrash. bl 46-275

1
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M Restructures of stapled groups will not result in an interposed head trust being taxed
S ANCOMABINY ottt o e s s o b b i | g 96-320
Cases

M The High Court refused to grant special leave to appeal against the decision in
Cajkusic and the Commissioner released an ATO Decision Impact Statement ...§6-200

M The trust stripping provisions applied to a scheme to transfer income to a loss trust

(Raftland, Full Fed Ct — special leave application granted) ...........cccocveierniennens 16-270
CHAPTER 7 — SMALL BUSINESS CONCESSIONS

New laws

B A standard eligibility criterion known as the small business entity test applies across
the range of small business concessions from 2007/08 ...............cccce...... 97-001, 47-050
B The simplified tax system (STS) has been discontinued from 2007/08 ........... 97-060
B Various changes were made to increase the availability of the CGT small business
CONCEESIONSASSie e DL o 5o, el ) e Bt bl et oy S S it §7-110 — 97-195
M The maximum net asset value threshold for access to the CGT small business
concessions has increased to $6m commencing 2007/08 ...................... 97-110, §7-130

B Small business entities are eligible for various GST concessions .... §7-350 — §7-370

M The entrepreneurs’ tax offset is available to small business entities with aggregated
furtigyer Oflesshan $75,0000 ... ...cvuiiiosieasviidesseesionssissmed s IR T oo v iins 97-510

B Small business entities may be eligible for FBT car parking exemptions, simplified
depreciation, simplified trading stock rules, PAYG instalments based on adjusted
notional tax and a two-year period for amending assessments ............. 97-530 — §7-570
Proposed measures

M Proposed changes will allow a taxpayer who owns a CGT asset that is used in a
business by an affiliate or a connected entity of the taxpayer to access the small
business CGT concessions through the $2m aggregate turnover test ................... q7-120
Rulings and guidelines

M In calculating the net asset value of a small business, the term *‘liabilities’” does not
extend to contingent liabilities, future obligations or expectancies (Zaxation
Determinenon BIOBOTAA) st e e et i e 97-130

CHAPTER 8 — SUPERANNUATION FUNDS @ CONTRIBUTIONS
New laws

B From 1 July 2007, the provisions governing the tax treatment of superannuation
entities and the tax concessions for superannuation contributions are contained in

IEAAST. teplacing the proyisionsin KEAASG ..........ocousirsussiiosninsisnseres 98-010, §8-700
B The assessable income of a superannuation fund includes no-TFN contributions
VTTELTITTE s o e A b T e KL Lt o e e S e i L L e 98-180

B The value of assets supporting allocated pensions, market linked pensions or
account-based pensions do not qualify as segregated current pension assets to the
extent that it exceeds the account balance supporting the income stream benefit
B An individual’s TFN is taken to be quoted (for superannuation purposes) if the
Commissioner gives notice of the individual’s TEN to the individual’s superannuation
A1ndADE or RS Asproviden: Lasitisastns iaidussanm. dbsinidini. sl v sananiing 98-180
B Entitlement to government co-contributions has been extended to self-employed
peisos e IuEDO0T, oo oot esdsssass doaiiei AT L EUIRRALEHR 5L (Y 98-760
B New rules govern the acceptance of contributions by superannuation funds from 1
R e bt cosibonsaesovomrops b o doe D TR L Y 98-790
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Rulings and guidelines

B A deduction is allowable to a complying superannuation fund for premiums on
insurance policies where income payments under the policy are made to fund
members during periods of temporary disability which last longer than two years in
certain circumstances (7axation Determination TD 2007/3) ...ccccceevveieeiiieiunennn. 98-150

B The ATO has issued a series of fact sheets on the simplified superannuation
changes, including the ‘‘Request for a transitional release authority’’ form for non-

concessional contributions; ON HSIMORSILe: =« v-bwv: stsistsmosssios boioks bebioss sos E08ETH 98-780
CHAPTER 9 — TAX ACCOUNTING e TRADING STOCK

New laws

B Simplified trading stock rules formerly available to STS taxpayers are now
auailable to smallbusiness entities ;ccioaili. on i wnii- ST Ry dauirn.nat badd el 99-175

Rulings and guidelines
B The Commissioner has issued new guidelines for approval of substituted accounting

periods (SAPSs) (Practice Statement PS LA 2007/21) .......cccceviiiiniiiiniiniiniiind 19-010
B Bees kept for the purposes of honey production are trading stock (Drafi
Yetermindtion TD200F/DTYI00. L0 L2800 L NLRISIEN 26 2oillig 229 el U 99-150
M The 2007/08 values for goods taken from stock have been determined (Zaxation
S mnation BDO0TI30)seatGrites e oot QATNES A B DRI GO 99-245
CHAPTER 10 — ASSESSABLE INCOME ® EXEMPTIONS

New laws

B The employee share scheme provisions have been extended to apply to stapled
securities acquired on or after 1 July 2006 that include an ordinary share and are listed

e A nshalian IS tocl EXChatBe o o el 50 e s inoe g op atmbas 910-085, 910-087
M The definition of ‘‘exempt entity’’ has been expanded ...........cccccoeviieriniann. 910-604
M From 1 July 2007, the defence force income support allowance will be exempt only
if the whole of the underlying social security payment is eXempt ..........cc.cceueue 910-810

Proposed laws
B Amendments have been announced which will restore the taxation treatment of

rights issues that existed before the High Court’s decision in McNeil ............... q10-110
B A review will be made of the income tax exemption for structured settlement
payments to assess the effectiveness of the exemption ..o §10-185

Rulings and guidelines
M Guidelines on when amounts paid as consideration for the assignment of copyright

are royalties are set out in Draft Ruling TR 2007/D5 ........ccccoooniiiiininiininen. §10-510
B Taxpayer Alert TA 2007/6 warns about scholarship trusts established to provide
purporedivitak=Iee fands to TelapVeste 5=, o = L 910-740
Cases

B A lump sum payment made to a life tenant under a trust, as compensation for
breaches of trust, was assessable as income (Murdoch, AAT — appeal pending)

B A company which undertook commercial activities to raise funds exclusively to
support a charity was entitled to endorsement as a charity (Word Investments, Full Fed

@t=—=special leave application PENAIME) . .......c.cowsuvsrssssinaseseesbotbighizl it 910-605
M Income earned by foreign aid worker in Vietnam was exempt under ITAA36 s
O TS e a U AR SO G I S OO S IO SR 910-860

T
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CHAPTER 11 — SUPERANNUATION BENEFITS ® TERMINATION PAYMENTS
New Laws

B From 1 July 2007, the provisions governing the tax treatment of superannuation
benefits and employment termination payments are contained in ITAA97, replacing
RO ST S R A O e g 911-000
B The RBL system has been abolished from 1 July 2007, and superannuation benefits
and employment termination payments are subject to the simplified superannuation

taxation regime from that date ............cccceciiiiniiniiiiiie e, 911-000, q11-550
B Employment termination payments must be made within 12 months of termination
and cannot be rolled over to a superannuation fund from 1 July 2007 ............... 911-610

B Members of the Military Superannuation and Benefits Scheme under preservation
age receiving a benefit comprising an amount that accrued before 1 July 1999 may
choose the taxable and tax free components for that amount (subject to certain limits)

B Transitional employment termination payments may be rolled over to a
superannuation fund or used to purchase a superannuation annuity before 1 July 2012

Proposed measures
B Amendments have been proposed to exempt from tax superannuation lump sum
benefits paid to persons who are under 60 years of age and are terminally ill ...§11-200

CHAPTERS 12 & 13 — CAPITAL GAINS TAX

New laws

M The trustee of a resident testamentary trust will be able to choose to be assessed on
APl oA NSO CHEUST el e i S et sab st et asssesutonsbaneyive e ol Saostl 912-038
B The venture capital regime was eXtended ...........ccoiomommmsssinioiesion: 95-040, 912-900
B Where a statutory licence ends, a CGT roll-over is now available in a broader range
e 2y D e e T M q13-310
B A CGT roll-over is available from 1 July 2007 where a financial group containing
anvAIDRrestrpcturesfonpPrHdentialii@asSOns == e ciioronsioii b st s aditize oo 913-370
B A CGT roll-over is available from 14 February 2007 for membership interests in
MGG et CO D ATIISATIOIISE . oot o ot orentarests s svenersasions Sososnesst hans donniaes aesiagy 913-435
B A CGT roll-over is available from 1 July 2006 to allow for the reorganisation of
Stenkea! m i A e A e T N A I el 913-440
B The CGT small superannuation fund roll-over on marriage breakdown was
extended with etfect from LIl 2007 ... .cooivcossesninnonronssosisominnusiiaipononighorbimishy 913-480
B The CGT rules relating to employee share schemes apply to certain stapled
secunitiess kol EITvaIOMT  E f sihreohs by R g S ikt s 913-630

Proposed measures
B The market value substitution rule will no longer apply when CGT event C2 occurs

in relation to interests in widely held entities ..........c.ccccoovviieniiiiiiiiinininne 912-510
B A CGT exemption was proposed in a Bill (now lapsed) for certain grants received
DYAtODABCO ISTOWETS rnsinsesnsazase sepsnmsonsosss AP e e Glserdp o 2 dBhin i s 912-660, 941-150
M Further extensions to the venture capital concessions were announced in the
e o e 3 s e R B e ey o I I S R 945-040, 912-900
B CGT relief will be available for policy holders of health insurers who receive shares
as part of their insurer’s demutualisation from 1 July 2007 ......cc.cccoveivinneinnnnens 913-650

Rulings and guidelines
B Drafi Ruling TR 2007/D7 discusses the application of Pt IVA to ‘‘wash sale’’
atraugements . SOaae STl S8 N0 1aea, IR FIgoR Ty, 06 i DLt Al asl ARGy 912-250

T
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B Draft Ruling TR 2007/D10 deals with the CGT consequences of earnout
arrangements (where the capital proceeds from the sale of an asset include a right to a
T T e T 1 A e e e O L e 912-500, §12-550
M The CGT life insurance policy exemption extends to policies that provide for a
payment to be made if an event happens that results in the death of an individual

(tavauon Determmaiion U ZOTIAY. .. ..cvoco v covscisispsssyansstensitinssssssissassasss Bess 912-880
B Taxation Determination TD 2007/2 explains the record keeping requirements where
@iaxnaverhas made amet CAPITALIOSS .ii.ooi . ouerreeeenrosesssepsrribsohamdss ness foibinares abiass 912-920

B The active assets of a partnership in which a foreign company is a partner are
excluded from the definition of active foreign business assets for the purposes of the

CGT participation exemption (Draft Determination TD 2007/D6) .......c.ccu..... 913-745
Cases

B The transfer of a 50% interest in jointly-owned shares by two brothers to each other
B Suect to CGIl I ORRSON, AATNIL . oo i sitoin it i ssom s s mn s et 912-380
B A couple failed to prove that a property they built was used as their main residence
e R N R s (T oo et I o 912-740

B A capital gain on the sale of shares under a forward purchase agreement was
assessed only by reference to the capital proceeds from the sale at the time of the

Eoptaeiiilend Eeaser Bed CO) [ o o o i5 i e ossioeis o babab ni sganess 553 o nas te s 912-500
CHAPTER 14 — CONSOLIDATED GROUPS
New laws

W To facilitate financial group restructures, subsidiaries that are ADIs will be able to
issue certain preference shares to third parties without losing their membership in the

S R R T pe e A R b e St e A S e st o ol 914-600
Proposed measures

M A large number of enhancements to the consolidation regime are still pending from
T T e T (60110 1 et s o M SOOI A ORI S 914-600
B For depreciation rate purposes, the head company will be taken to acquire a joining
entity’s assets at the time the joining entity acquired them ............cccocoeeeei. 914-620
M Certain forgiven debts will be able to be applied against losses transferred from an
entity that has losses with a nil available fraction ..........c.cc.ccoeoiiiniiniiineieenne. 914-636
B The tax cost setting amount is to be used for all purposes of the income tax
R i e 914-640

M The tax cost setting rules will not apply to uplift the tax costs of the joining entity’s
assets when it joins a consolidated group following a CGT roll-over affecting its

e TR R U S e s e e i e e B R 914-640
B CGT event L7 will be repealed effective 8 May 2007 ............ccooovviiiiennnin. 914-640
B Where an element of ACA is worked out using accounting standards and concepts,
they must be consistent with those used for the financial statements ................. 914-640
M Rights to future income and certain units in cash management trusts will be retained
COSEBASC ASEELS vt e a2 LB O Saas ot O T 914-640
M The capital gain under CGT event L3 will be reduced by the difference between the
market value and face value of doubtful debts ..........cccoveciiiiininiiiniiiiiiinne, 914-640
B The over-depreciation adjustment will be phased out ...l 914-640
B The capital gain under CGT event L5 will be reduced in certain
elroimhstaiices. SR ot ARG ool MO T B IIRR SR 914-660
M The pre-CGT percentage of shares in companies will be maintained when they enter
Ol CAY e CORBOOIION T st nsess e sesrsibasinsonssammasniesessiisnns RRNENIIG, DOE 914-660
M Beneficiaries of a trust that joins or leaves a group part way through the trust’s
income year will be taxed on an appropriate share of the trust’s income ........... 914-668

M
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B Treatment of intra-group blackhole expenditure by consolidated groups will be

extendedtoiMBE DROUDS.. o on . oo et e g, el L e s 914-668
M The government will allow ongoing consolidated or MEC groups to restructure with
pHnimaltaxsconsequenges i i, . ot SO AT o sl ot et b b il 914-684

M If a subsidiary member contracts to sell a CGT asset outside the group and leaves
the group before settlement, the capital gain or loss will occur at the time of
SEUIGIIBAL. . ..ot DB DG 0 LA S ansnie s i i IS L T 914-690

Rulings and guidelines

B The application of the same business test (SBT) to losses and bad debts of
consolidated groups is discussed in Taxation Ruling TR 2007/2 ....... 914-620, 914-632

M The treatment of unintentional errors affecting the tax costs of reset cost base assets

is explained in Taxation Ruling TR 2007/7 .....cocooveeeveeeeeeereeeeeeeereee e, 914-640
B The meaning of ‘‘revenue asset’ is discussed in Taxation Determination TD
T Bt TR SN T B C e o A RN .2 7 () | 914-640
B Taxation Determination TD 2007/1 provides guidance on working out the market
value of goodwill of a joining entity with related party transactions ................. 914-640
B [ssues related to deregistration of a subsidiary member are discussed in Taxation
Determinations TD 2007/12, TD 2007/13 and TD 2007/15 ...c.ccovcvvvvvnrviisivssiins 914-660
M The applicable functional currency is determined by looking at the accounts of all
the members of the group (Taxation Determination TD 2007/24) ..................... 914-670
CHAPTER 15 — PERSONAL TAX OFFSETS @ GIFTS

New laws

M The child care tax offset was replaced by the child care rebate, applicable to child
cargicxpenses meutred from L July 2000 .. coim: e ioiteisisatvnsmsnss iosthemnismriss s 915-370
B A deduction will be allowed for gifts of publicly listed shares that have been held
for at least 12 months and are valued at $5,000 or €SS ......ccvevvevererrerrieercreeenees 915-510

B From | January 2007, the minimum contribution threshold for tax deductible
contributions to fund raising events is $150, and the value of the minor benefit
allowed is 20% of the contribution (but not exceeding $150) ........cccooeevevnneene. 915-600

CHAPTER 16 — BUSINESS AND EMPLOYMENT DEDUCTIONS

New laws

B The STS system was replaced with rules for ‘‘small business entities’’ and
eligibility criteria for a number of tax concessions were standardised from 1 July

DN e TR e B s 916-045
B Foreign bribery laws were strengthened as part of the government’s response to
recomnrendations of the. Gole Inquiryiisidss. iiouhaie sinaiiuas.olassials 916-152

B From the 2007/08 income year, taxpayers who cannot demonstrate that they are
carrying on a business using a boat are able to claim a limited range of boating

deductions ............ e R o e s o bt o il e T et 916-420
B From the 2007/08 income year, no deduction is allowable for the investment losses
of early stage venture capital limited partnerships .......c.ccccovevieniviiiininsiinicnnnns 916-665

B The provisions dealing with the deductibility of interest and other financing costs
connected with superannuation contributions and life insurance premiums were
T R o N e P o 916-740

L e L R TR o s 916-742

M The foreign loss and foreign tax credit quarantining rules were abolished and
replaced with new simplified foreign income tax offset rules ... 916-895
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Rulings and guidelines

B Taxation Ruling TR 2007/6 deals with the exercise of the Commissioner’s
discretion under the non-commercial losses provisions. The Commissioner also issued
an addendum to Zaxation Ruling TR 2001/14 to provide further guidance on the

concept of ‘‘business activities of a similar kind’’. ........ccccccecviiiiciniiniinienienncas 916-020
B The Commissioner issued guidelines on the treatment of non-resident captive
insurance arrangements (Practice Statement PS LA 2007/8) ....ccccovvveivvivieannnans 916-040
B Certain arrangements involving deductions for contributions made to Employee
Entitlement Funds are being reviewed (Taxpayer Alert TA 2007/2) ......ccoci... 116-040
B The Commissioner issued guidelines to assist businesses manage their tax
obligations in relation to bribes and facilitation payments ............ccccceceeeunan 916-152
Cases

B Contributions to offshore employee benefit trust were not deductible (Cameron
s, B IR O A e e SRR SN SO SIRCRRNSRES S SMSe e e L 916-010

B Amounts paid to an employee welfare fund in discharge of employment contract
obligations to two company directors were deductible and Pt IVA had no application
MR @il BrosICANT) . con cntlims s ot gt oo bos s st b b Sy das s 916-010

B No deduction was available for expenses incurred by certain financial services
franchisees because the arrangements lacked a business-like structure and the
necessary profit-making purpose (Leggett, AAT) ....ccccocviiiiiiiiiiiinciiiiieanne 916-015
M Despite incurring losses of over $720,000, a partnership’s horse and sheep breeding
activities amounted to the carrying on of a business and the partnership was, therefore,
entitled to deduct the losses and other relevant deductions (Block, AAT) ......... 916-015

B Payments made by a company over three income years for the assignment of
service agreements for security monitoring were on revenue account and, therefore,

dednotibleiiTycoAustraliat RedC Ry stE L0 o i A0, 1SR SR AR R 916-060
B Outgoings incurred under franchise arrangements were capital in nature (Taylor,
AAT) and the taxpayers were not carrying on a business (Hyde) ...................... 916-060
B Investments in a Budplan grape growing project were of a capital nature and non-
e CHDIe AT RETSOn, AT ) it idensesmistinsonssnsnsoaes 4116-060, 918-020
B A lump sum rental prepayment of $120m was not of a capital nature and was
deductiblelunder sI8~1u(50ar City, FEdRCHE L. ..o i onve Seiiitinsnssicssinntasthins v i) 916-060

M Investments in certain Budplan projects were not deductible because the amounts
were wholly related to the cost of R&D and these activities were conducted prior to
iy gwonta buSINEssHBrody, AAD) i omssis v shibalisanssennsasimaecsim 916-154
B Expenses incurred by an investor in a joint venture project were not deductible,
being preliminary to any income producing activity (Balestra, AAT) ............... 916-154
B A fitness instructor’s claims for work-related clothing expenses was disallowed
{Siiikore] MA T, 00l B DI 0 AR e 100 RSB L SRRl R . 916-180
B Management fees paid by two professional footballers to management companies
for services performed in negotiating playing contracts for the players were deductible
(Spriggs; Riddell, Fed Ct — appeal pending) ...........ccccococoeiiiiinininiiiiiisenn 916-200
M A professional investor was allowed a deduction for the cost of travelling to attend
meetings of companies in which he had investments (Elder, AAT) . 916-452, 916-660
B Home office occupancy expenses relating to a jointly owned building should be
calculated on a floor area basis (Case 7/2007, AAT) ..cc.cccocvcceiiiiiiniinciinninnenins 916-480
B A member of the Queensland parliament has failed to obtain a deduction for legal

expenses incurred in connection with a challenge to his pre-selection as his party’s
candidate for election (Eleggl AT 0, 2000 B autilg0nza e i 916-500

i
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B In Fogarty (AAT), the taxpayer failed to discharge the onus of proving that the
Commissioner’s method of apportioning deductions with respect to an apartment was
notasfairandireasonable One . el e ke or e DR 916-650
M Expenses incurred in relation to a managed investment project qualified for
deduction but were disallowed under the general anti-avoidance provisions, with the

exception of cash payments actually made (Burrows, AAT) ...ccccoeiveeiencencnd 916-660
B No deduction was available in respect of the loss on the sale of land that was a
capital asset (Price Street Professional Centre, Fed Ct) .........coccovvveevieiiiennnnne, 916-665

B Interest deductions were allowable despite a seven-year break between the
taxpayer’s involvement in the project and the incurring of the interest (Guest, Fed
. oy e e b o M o e b i B R §16-740
B The Full Federal Court has upheld a Customs officer’s entitlement to deductions for
legal expenses incurred in defending disciplinary charges (Day, Full Fed Ct) .§16-842

CHAPTER 17 — DEPRECIATING ASSETS

New laws

B Taxpayers who cannot demonstrate that they are carrying on a business using a boat
are allowed to claim limited depreciation deductions .............cccoeeevuerveneeninnenenian 917-010
B The decline in value deduction for mining, quarrying and prospecting rights has
been realigned with that for other depreciating assets ...........c.ccccoiivveiciinncineas 917-280
B The effective life of tractors and harvesters for depreciation purposes has been
AP OIS ctitrese s s obusansslon chsonorsiaissnoibesbostdissyesssvossssivsssenssndsiseiassussessiis 917-280, 942-517

B The STS system was replaced with rules for ‘‘small business entities’’ and
eligibility criteria for a number of tax concessions were standardised from 1 July
G N 1L 0 ctes s B o3 e TP ab st s v dnieiban s vesuia s T Do ANE Y SO 917-810

Rulings and guidelines

M A tangible depreciating asset, acquired for the sole purpose of using it in a business
that has not commenced, does not start to decline in value until it is first used or
installed ready for use (Taxation Determination TD 2007/5) ...........cccoceveiuin. 917-010
B T7axation Ruling TR 2007/9 sets out the Commissioner’s views on the

circumstances when an item used to create a particular atmosphere or ambience for
premises used in a cafe, restaurant, licensed club, hotel, motel or retail shopping

GERSHINteSIaNItem OF PIARL LSSl o i ot i i ot hisnabesiossnassunsi b ans iRy §17-040

M The Commissioner’s determination of the effective life of depreciating assets was

amended with effect from 1 July 2007 (Taxation Ruling TR 2007/3) ............... 117-270,
942-500

CHAPTER 18 — PRIMARY PRODUCTION CONCESSIONS

New laws

M New rules apply to deductions for investments in forestry managed investment

QOIEINEE IO TN ZI0 e riiasovsssmerossessstusnssssnsns puvsenssesonnisnnssisas sens Tabi q18-125

B The total deposit limit for farm management deposits has been raised from
$300,000 to $400,000 and the non-primary production income threshold raised from

D R e eyt ity mads exuasisssssucohostnams snsupsnesasnsoison 918-293, §18-295
Proposed measures

B Grants made to tobacco growers who undertake to exit all agricultural enterprises
for at least five years will be exempt (lapsed Bill) ........ccoooveeiiecniac. 918-030, 941-150
W A deduction will be provided for capital expenditure incurred on the establishment
of trees|in carbonssink forests (1apsed Bill) .ot oboomsiior sammessess Tidts 918-070, §41-150

B The farm management deposits rules will be aligned with the guidelines for
declaring either all primary producers in a geographical area, or specified classes of
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