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oUr CommItmENt to yoU
We	are	committed	to	providing	you	with	advice	and	
information	you	can	rely	on.	

We	make	every	effort	to	ensure	that	our	advice	and	
information	is	correct.	if	you	follow	advice	in	this	publication	
and	it	turns	out	to	be	incorrect,	or	it	is	misleading	and	you	
make	a	mistake	as	a	result,	we	must	still	apply	the	law	
correctly.	if	that	means	you	owe	us	money,	we	must	ask	you	
to	pay	it.	however,	we	will	not	charge	you	a	penalty	or	
interest	if	you	acted	reasonably	and	in	good	faith.

if	you	make	an	honest	mistake	when	you	try	to	follow	our	
advice	and	you	owe	us	money	as	a	result,	we	will	not	charge	
you	a	penalty.	however,	we	will	ask	you	to	pay	the	money,	
and	we	may	also	charge	you	interest.

if	correcting	the	mistake	means	we	owe	you	money,	we	will	
pay	it	to	you.	We	will	also	pay	you	any	interest	you	are	
entitled	to.

if	you	feel	this	publication	does	not	fully	cover	your	
circumstances,	seek	help	from	the	tax	Office	or	a	
professional	adviser.	

The information in this publication is current at May 2007.	
We	regularly	revise	our	publications	to	take	account	of	any	
changes	to	the	law,	so	make	sure	that	you	have	the	latest	
information.	if	you	are	unsure,	you	can	check	for	a	more	
recent	version	on	our	website	at www.ato.gov.au	or		
contact	us.



partnership and trust tax returns instructions 2007 �

contents
 information relevant to trust tax returns
 information relevant to partnership tax returns

introduction 1
What’s new 1

schedules 2
Capital allowances schedule  2
Capital gains tax (CGT) schedule   2
Losses schedule   3
Non-individual PAYG payment summary schedule 3
Personal services income schedule 4
Thin capitalisation schedule 4

General information 4
Australian Business Register 4
Changes affecting the making of family trust 
and interposed entity elections 4
Certain trust amounts treated as dividends  5
International taxation – the taxation treatment  
of certain foreign hybrid entities  5
Foreign exchange (forex) gains and losses 5
Electronic lodgments and the Partnerships and  
trusts rental property schedule 2007 5
Information matching 5
Hobby or business 6
Private ruling by the Commissioner of Taxation 6

publ�cat�on 6
rev�ew r�ghts 6
When rul�ngs are b�nd�ng 7

Penalties and interest charges 7
Report on aspects of income tax self assessment 7

shortfall �nterest charge 7
penalt�es 7

Purchase or sale of a business during  
the income year 8
Record keeping requirements 8

record keep�ng requ�rements and retent�on 8
partnersh�p record retent�on   8
tax losses record keep�ng  8
cap�tal ga�ns tax record keep�ng  9
e-Record 9
record keep�ng for overseas transact�ons  
 and �nterests 9

Information for partnerships  9
partnersh�p   9
non-res�dent partner 9
Var�at�on of partnersh�p agreement 9
reconst�tuted partnersh�ps 9
lodg�ng a partnersh�p tax return 10

Limited partnerships 10
Other attachments to the tax return 10

partnersh�ps and cap�tal ga�ns tax 10
Information for trusts  11

appo�ntment of publ�c off�cer 11
lodg�ng a trust tax return 11
tax offsets 11

Private health insurance tax offset 11
spec�al cases 12

Corporate unit trusts 12
Public trading trusts 12

annual �nvestment �ncome report�ng 12
payment arrangements 13

Paying your tax debt 13
What if you cannot pay your tax debt by  
the due date? 13

completinG the tax return 13
PAGE 1 PARTNERSHIP TAX RETURN  13
Attachments to the tax return 13
Tax file number (TFN) 13
Name of partnership 13
Australian business number (ABN) 13
Full name of the partner to whom notices 
should be sent 13
Interposed entity election status 13

fam�ly trust d�str�but�on tax 14
TFN of former partnership 15
Final tax return 15
PAGE 2 PARTNERSHIP TAX RETURN  15
Declaration 15
Hours taken to prepare and complete this  
tax return 15
Tax agent’s declaration 15
PAGE 1 TRUST TAX RETURN  15
Attachments to the tax return 15
Tax file number (TFN) 15
Name of trust 15
Australian business number (ABN) 15
Full name of the trustee to whom notices  
should be sent 15

dayt�me contact phone number 16



 partnership and trust tax returns instructions 2007��

Family trust/Interposed entity election status 16
fam�ly trust elect�on status 16
interposed ent�ty elect�on status 16
revocat�on 16
fam�ly trust d�str�but�on tax (ftdt) 17

Type of trust 18
char�table trust 18

Is any tax payable by the trustee? 19
request for a non-taxable adv�ce 19

Final tax return 19
PAGE 2 TRUST TAX RETURN  19
Electronic funds transfer (EFT) 19

d�rect refund 19
If direct refund is not required 19
To use direct refund 19

d�rect deb�t 19
To use direct debit 19

Declaration 20
Hours taken to prepare and complete this 
tax return 20
Tax agent’s declaration 20

remainder of partnership tax return  
and trust tax return 20

1 Description of main business activity 20
industry code  20

2 Status of business 20
consol�dat�on status 20

3 Simplified tax system (STS) elections 21
is the partnersh�p or trust el�g�ble to enter or  
cont�nue �n the sts? 21
Group�ng rules 21
el�g�b�l�ty tests  21

Did the partnership or trust satisfy all three  
eligibility tests? 22

enter�ng the sts 22
cont�nu�ng �n the sts 22
ex�t�ng from the sts 22

4 Did you sell any goods or services  
using the internet? 23

income excludinG foreiGn income 23

5 Business income and expenses 23
sts taxpayers 23

Income 24
all partnersh�ps and trusts (�nclud�ng sts) 24
Gross payments where aBn not quoted 24
Gross payments subject to fore�gn res�dent 
w�thhold�ng  24
assessable government  
�ndustry payments 25
other bus�ness �ncome 25

Expenses 25
fore�gn res�dent w�thhold�ng expenses  25
contractor, sub-contractor and  
comm�ss�on expenses 25

Record keeping 26
superannuat�on expenses 26
cost of sales  26

STS taxpayers 26
All partnerships and trusts (including STS) 26

Bad debts 27
Record keeping 27

lease expenses 27
Record keeping 27

rent expenses 27
total �nterest expenses 27

Record keeping 28
total royalty expenses 28

Record keeping 28
deprec�at�on expenses 28

Non-STS taxpayers 28
STS taxpayers 29

calculat�ng deprec�at�on deduct�ons 29
Step 1 Low-cost assets 30
Step 2 STS pool deductions 30
Step 3 Depreciating assets first used for  
a taxable purpose during the income year  
and improvements made to assets already  
allocated to a pool 30
Step 4 Other depreciating assets 31
Step 5 Disposal of depreciating assets 31
Closing pool balance 31

motor veh�cle expenses 32
repa�rs and ma�ntenance 32

Repairs 32
Record keeping 32

all other expenses 32
total expenses 32
Reconciliation items 32
income reconc�l�at�on adjustments 33
expense reconc�l�at�on adjustments 33
spec�f�c reconc�l�at�on adjustments 33

STS taxpayers 34
Trade debtors and creditors as at  
30 June 2007 34
Adjustments when changing from the STS 
accounting method 34
Disposal of depreciating assets 34
Prepaid expenses 34

Reconciliation adjustments for non-STS  
taxpayers 34

Exiting from the STS this year 34
Trading stock on hand (non-STS taxpayers) 35
Prepaid expenses (non-STS taxpayers) 35

net �ncome or loss from bus�ness 35



partnership and trust tax returns instructions 2007 ���

6 Tax withheld 35
tax w�thheld where aBn not quoted 35
cred�t for tax w�thheld – fore�gn res�dent w�thhold�ng 35

7 Credit for interest on early payments –  
amount of interest  36

8 Partnerships and trusts 36
Primary production 37
d�str�but�on from partnersh�ps 37
d�str�but�on from trusts 37
deduct�ons relat�ng to d�str�but�on �n labels a and Z 37
net pr�mary product�on d�str�but�on 37
Non-primary production 37
d�str�but�on from partnersh�ps, less fore�gn �ncome 37
d�str�but�on from trusts, less net cap�tal ga�ns 
and fore�gn �ncome 38
deduct�ons relat�ng to d�str�but�on �n labels B and r 38
net non-pr�mary product�on d�str�but�on 38
Share of credits from income 38
share of cred�t for tax w�thheld where aBn  
not quoted 38
share of frank�ng cred�t from franked d�v�dends 38
share of cred�t for tfn amounts w�thheld from  
�nterest and d�v�dends and un�t trust d�str�but�ons 39
share of cred�t for tax w�thheld from fore�gn  
res�dent w�thhold�ng 39

9 Rent 39
STS taxpayers 39

Gross rent   39
interest deduct�ons 39
cap�tal works deduct�ons 39
other rental deduct�ons 39
net rent 40

10 Gross interest 40
d�scounted, deferred �nterest or cap�tal-�ndexed  
secur�t�es 40
tfn amounts w�thheld from gross �nterest 40

Record keeping 40
11 Dividends 41

unfranked amount 41
franked amount 41
frank�ng cred�t 42
tfn amounts w�thheld from d�v�dends 42

12 Other Australian income 42
Ga�ns on the d�sposal of trad�t�onal secur�t�es 42
Bonuses from l�fe �nsurance compan�es and  
fr�endly soc�et�es 42

Record keeping 43
Bonuses cred�ted from fr�endly soc�ety  
�ncome bonds  43
add backs: l�sted �nvestment company (lic) 
cap�tal ga�n 43
royalt�es 43
fore�gn exchange ga�ns or losses 43
el�g�ble term�nat�on payments  43
excepted net �ncome  44

13 Total of items 5 to 12 44

deductions 44

14 Deductions relating to Australian  
investment income 44

STS taxpayers 44

15 Other deductions 44
STS taxpayers 44

losses and outgo�ngs 44
interest expenses  45
tax-related expenses 45
losses on the d�sposal of trad�t�onal secur�t�es 45
payment of prem�ums to a non-res�dent �nsurer 45
G�fts 45
deduct�ons for pol�t�cal contr�but�ons and g�fts 45
subscr�pt�ons 46
deduct�ons for deprec�at�ng assets �n a 
low-value pool  46
f�lm �ndustry �ncent�ves 46

16 Total of items 14 and 15 46

17 Net Australian income or loss 46

18 Capital gains  46
d�d you have a cGt event or rece�ve a  
cap�tal ga�n from a trust dur�ng the year? 46
fore�gn trusts and cGt events on or after  
12 december 2006 46
cGt Worksheets and schedules 46
net cap�tal ga�n 47

Excepted net capital gain of a minor 47

foreiGn income   47

19 Attributed foreign income 47
d�d you have e�ther a d�rect or �nd�rect �nterest �n 
a fore�gn trust, controlled fore�gn company or 
transferor trust? 47
d�d you have an �nterest �n a fore�gn �nvestment 
fund (fif) or a fore�gn l�fe assurance pol�cy (flp)? 47
l�sted country  47
sect�on 404 country 48
unl�sted country 48
fif/flp �ncome 48

20 Other assessable foreign source income  48
Gross fore�gn source �ncome 48
net fore�gn source �ncome 49
pr�or year fore�gn source losses 49
fore�gn tax cred�ts 49
austral�an frank�ng cred�ts from a new  
Zealand company 49

21 Total of items 17 to 20  49

22 Tax losses deducted  50
Record keeping 50

Benef�c�ar�es w�th no �nterest �n trust cap�tal 50

23 Total net income or loss  51



 partnership and trust tax returns instructions 2007�v

24 Losses information  51
tax losses carr�ed forward to later �ncome years 51
net cap�tal losses carr�ed forward to later 
�ncome years  51

25 Landcare and water facility tax offset  51
landcare and water fac�l�ty tax offset brought  
forward from pr�or years 51

26 Overseas transactions 52
Was the aggregate amount of your transact�ons  
or deal�ngs w�th �nternat�onal related part�es  
(�nclud�ng the value of any property/serv�ce  
transferred or the balance of any loans)  
greater than $1 m�ll�on? 52
non-res�dent benef�c�ar�es  52
Was any benef�c�ary who was not a res�dent of 
austral�a at any t�me dur�ng the �ncome year,  
‘presently ent�tled’ to a share of the �ncome 
of the trust? 52
amount of tax spared fore�gn tax cred�ts  53

Transactions with specified countries 53

Interest  53
sect�on 128fa exempt �nterest pa�d 53
interest to f�nanc�al �nst�tut�on exempt from  
w�thhold�ng under a dta 53
dta country 53

27 Deleted 53 

28 Personal services income 53
does your �ncome �nclude an �nd�v�dual’s personal  
serv�ces �ncome? 53

KeY financial information 54

29 All current assets 54

30 Total assets 54

31 All current liabilities 54

32 Total liabilities 54

33 Proprietors’ funds 54

Business and professional items 54

34 Business name of main business 54

35 Business address of main business 54

36 Opening stock 55

37 Purchases and other costs 55
STS taxpayers 55

38 Closing stock 55
STS taxpayers 55

Step 1 55
Step 2 55

Non-STS businesses 55

39 Trade debtors 56

40 Trade creditors 56

41 Total salary and wage expenses 56

42 Payments to associated persons 57
Record keeping 57

43 Intangible depreciating assets first deducted 57
STS taxpayers 57
Non-STS taxpayers 57

44 Other depreciating assets first deducted 57
STS taxpayers 57
Non-STS taxpayers 57

45 Termination value of intangible  
depreciating assets 58

STS taxpayers 58
Non-STS taxpayers 58

46 Termination value of other depreciating  
assets 58

STS taxpayers 58
Non-STS taxpayers 58

47 Deduction for project pool 58

48 Section 40-880 deduction 58

49 Fringe benefit employee contributions 58

50 Interest expenses overseas 58

51 Royalty expenses overseas 58
Record keeping 59

52 Landcare operations and deduction for  
decline in value of water facility  59

53 Deduction for environmental protection  
expenses 59

54 Unpaid present entitlement to a  
private company  59

55 Trading stock election 59

56 STS depreciating assets 59

57 Entrepreneurs tax offset (ETO) 59
sts Group turnover 60

Business carried on for only part of the year 60
net sts �ncome 60
eto and paYG 62

58 Medicare levy reduction or exemption  62
spouse’s 2006–07 taxable �ncome 62
number of dependent ch�ldren and students 62
labels c and d 62
full 1.5% levy exempt�on – number of days 62
half 1.5% levy exempt�on – number of days 62
med�care levy on �ncome to wh�ch no benef�c�ary  
�s presently ent�tled 62
med�care levy on �ncome to wh�ch a benef�c�ary 
under a legal d�sab�l�ty �s presently ent�tled 62
med�care levy surcharge 63



partnership and trust tax returns instructions 2007 v

statements of distriBution 63 
59 Statement of distribution   63

if the number of partners exceeds f�ve 64
column head�ngs 64
real and effect�ve control of share �n 
partnersh�p �ncome 64

59 Statement of distribution  65
is a benef�c�ary named at �tem 59 a 
trustee benef�c�ary? 65
has the trust rece�ved an el�g�ble term�nat�on 
payment (etp)? 65
has the trust rece�ved a l�sted �nvestment  
company (lic) cap�tal ga�n amount? 65
is a benef�c�ary presently ent�tled? 65
is the benef�c�ary not presently ent�tled? 65
cap�tal ga�ns reduced by the cGt d�scount and/or  
the small bus�ness 50% reduct�on where no  
benef�c�ary �s presently ent�tled 66
is the trust a deceased estate? 66
complet�ng �tem 59 66
if the number of benef�c�ar�es exceeds three 67
Benef�c�ary deta�ls 67

Beneficiary 1, Beneficiary 2, Beneficiary 3  67
Date of birth  67

label deta�ls  67
assessment calculat�on code – v   67
cred�t for tax w�thheld – fore�gn res�dent  
w�thhold�ng – l  67
austral�an frank�ng cred�ts from a  
new Zealand company – n  67
share of �ncome – a  and b  67
cred�t for tax w�thheld where aBn 
not quoted – c  67
frank�ng cred�t – d  67
tfn amount w�thheld – e  68
net cap�tal ga�n – f  68
attr�buted fore�gn �ncome – g  68
other assessable fore�gn source �ncome – h  68
fore�gn tax cred�ts – i  68

Entrepreneurs tax offset information  68
share of net sts �ncome – m  68

Non-resident beneficiaries – additional information 68
s98(3) assessable amount 69

Non-resident company beneficiaries –  
assessable amount j  69
Non-resident individual beneficiaries –  
assessable amount j  69

s98(4) assessable amount 69
Non-resident trustee beneficiaries –  
assessable amount k  69

60 Beneficiary under legal disability who is  
presently entitled to income from  
another trust  70

61 Non-resident trust  70

WorKsheets 71
Worksheet 1 Reconciliation statement 71
Worksheet 2 Distribution of income from other 

partnerships and trusts 73
Worksheet 3 Interest 74
Worksheet 4 Dividends 75
Worksheet 5 Distribution of net capital gain  

from a trust 76
Worksheet 6 Distribution of foreign income 

and foreign tax credits 77
appendixes  78
Appendix 1 Dividends 78
Appendix 2 Royalties 80
Appendix 3 Thin capitalisation 81
Appendix 4 Commercial debt forgiveness 82
Appendix 5 Capital works deductions and  

other tax offsets 84
Appendix 6 Uniform capital allowances 87
Appendix 7 Deductions applicable  

to partners  95
Appendix 8 Trust loss and bad debt legislation – 

Schedule 2F to the ITAA 1936  96
Appendix 9 Instructions to trustees of  

deceased estates  97
Appendix 10 Instructions to trustees where a  

beneficiary is under 18 years  
of age – other than trustees of 
deceased estates  100

Appendix 11 Rates of tax payable by trustees 
on behalf of beneficiaries  
under 18 years of age  105

Appendix 12 Ultimate beneficiary  
non-disclosure tax  106

Appendix 13 Trust assessment codes  107

aBBreViations 108

puBlications referred to in these 
instructions 109

Gu�des and �nstruct�ons 109
forms and schedules 109
acts 110
pract�ce statements, taxat�on 
determ�nat�ons and taxat�on rul�ngs 110

lodGment 111

paYment 111

index 113

more information �ns�de back cover



 partnership and trust tax returns instructions 2007v�

about these instructions

the Partnership and trust tax returns instructions 2007 
w�ll help you complete the Partnership tax return 2007 
(nat 0659–6.2007) and the Trust tax return 2007 
(nat 0660–6.2007). 

the �nstruct�ons �nclude:
n �nformat�on about the schedules that partnersh�ps and 

trusts m�ght need to complete and attach to the�r tax 
returns

n deta�ls of record keep�ng requ�rements, and
n separately �dent�f�ed �nformat�on for partnersh�ps and trusts.

When we refer to ‘you’ or ‘your bus�ness’ �n these 
�nstruct�ons, we are referr�ng e�ther to you as a bus�ness 
ent�ty – the partnersh�p or trust – that conducts a bus�ness, 
or to you as the tax agent, partner or trustee respons�ble for 
complet�ng the tax return.

Publications and services
to f�nd out how to get a publ�cat�on referred to �n these 
�nstruct�ons and for �nformat�on about our other serv�ces, see 
the �ns�de back cover.
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introduction
these �nstruct�ons w�ll help you complete the Partnership 
tax return 2007 and the Trust tax return 2007. they are 
NOT a gu�de to �ncome tax law. You may need to refer 
to other publ�cat�ons. see pages 109–110 for a full l�st of 
publ�cat�ons referred to �n these �nstruct�ons and the �ns�de 
back cover for �nformat�on about how to get them.

these �nstruct�ons conta�n a number of abbrev�at�ons 
for names or techn�cal terms. each term abbrev�ated �s 
spelt out the f�rst t�me �t �s used and there �s also a l�st of 
abbrev�at�ons on page 108.

 note 
parts of th�s publ�cat�on apply only to the partnersh�p tax 
return or the trust tax return. these parts are �dent�f�ed by:
n the symbols  and , and
n green shaded text for partnersh�ps and purple shaded 

text for trusts.

What’s neW 

changes to capital gains tax (cgt)  
for foreign residents
the Tax Laws Amendment (2006 Measures No. 4) Act 
2006 has changed the cGt rules that apply to fore�gn 
res�dents by:
n narrow�ng the range of cGt assets to austral�an real 

property (�nclud�ng m�n�ng r�ghts) d�rectly held by a fore�gn 
res�dent, and to any cGt asset (other than austral�an 
real property) used by the fore�gn res�dent �n carry�ng on 
a bus�ness through a permanent establ�shment (pe) �n 
austral�a, and

n strengthen�ng the appl�cat�on of cGt to fore�gn res�dents 
by apply�ng cGt to �nd�rect austral�an real property 
�nterests (that �s, non-portfol�o �nterests �n �nterposed 
ent�t�es, �nclud�ng fore�gn �nterposed ent�t�es, where more 
than 50% of the value of the �nterposed ent�t�es’ assets �s 
attr�butable to austral�an real property, whether d�rectly, or 
�nd�rectly through one or more other �nterposed ent�t�es).

these measures also amend prov�s�ons that apply to 
taxpayers who cease to be, or become, austral�an 
res�dents for tax purposes, ensur�ng that the pol�cy �ntent of 
those prov�s�ons �s ma�nta�ned.

Date of effect
the new rules �n d�v�s�on 855 and subd�v�s�on 960-Gp of 
the Income Tax Assessment Act 1997 (itaa 1997) apply 
to cGt events that happen on or after 12 december 
2006. in add�t�on, the cost base of �nd�rect austral�an real 
property �nterests that are �nterests that were not prev�ously 
taxable for fore�gn res�dents, and were acqu�red on or after 
20 september 1985, �s reset to the market value of such 
�nterests on 10 may 2005.

Further reading
for further �nformat�on, see the Guide to capital gains tax 
2007 (nat 4151–6.2007).

new family trust election and interposed 
entity election status boxes
th�s year there have been changes made to the way you 
record the elect�on status of any fam�ly trust elect�on and 
�nterposed ent�ty elect�ons lodged. in pr�or years you were 
asked to prov�de an alpha code wh�ch you selected from 
tables prov�ded �n these �nstruct�ons. th�s year you are 
requ�red to prov�de a four-d�g�t numer�c �ncome year, for 
example, 1995. examples of how to select the correct 
�ncome year are prov�ded on page 14.

2006 budget announcement concerning family 
trust elections and interposed entity elections
in the 2006 Budget, the Government announced that 
�t would make changes to the fam�ly trust elect�on and 
�nterposed ent�ty elect�on rules to �ncrease flex�b�l�ty for 
fam�ly trusts. the measure w�ll have effect from the �ncome 
year �n wh�ch the enabl�ng leg�slat�on rece�ves royal assent 
(see treasurer’s press release no. 39, 9 may 2006).

at the t�me of pr�nt�ng these �nstruct�ons, these changes 
had not become law. the �nformat�on on our webs�te at 
www.ato.gov.au w�ll be updated once the new law �s 
enacted. You can also phone the Bus�ness lnfol�ne (see the 
�ns�de back cover).

deductions for political contributions and gifts

the Electoral and Referendum Amendment (Electoral 
Integrity and Other Measures) Act 2006 �ntroduced a 
deduct�on for g�fts or contr�but�ons over $2 to reg�stered 
pol�t�cal part�es and g�fts or contr�but�ons over $2 to 
�ndependent members of (or cand�dates for) an austral�an 
parl�ament or leg�slat�ve assembly. the partnersh�p or trust 
can cla�m up to $1,500 (�n total) for g�fts and contr�but�ons 
to pol�t�cal part�es and up to $1,500 (�n total) for g�fts and 
contr�but�ons to �ndependents. the new rules apply to 
contr�but�ons or g�fts made on or after 22 June 2006.

taxation of trustees with non-resident trustee 
beneficiaries
the tax laws amendment (2007 measures no. 3) B�ll 2007 
was �ntroduced �nto parl�ament on 10 may 2007. upon 
enactment the B�ll w�ll amend d�v�s�on 6 of the Income Tax 
Assessment Act 1936 to extend the taxat�on of trustees 
to s�tuat�ons where a non-res�dent trustee benef�c�ary �s 
presently ent�tled to �ncome of the trust, w�th effect from 
1 July 2006. 
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non-commercial loans and private companies
the Government announced amendments to the �ntegr�ty 
rules wh�ch apply to d�str�but�on by pr�vate compan�es 
(d�v�s�on 7a of the Income Tax Assessment Act 1936 
[itaa 1936]) (see m�n�ster for revenue and ass�stant 
treasurer’s press release no. 089, 6 december 2006).

these rules prevent pr�vate compan�es from mak�ng 
tax-free d�str�but�ons of prof�ts to shareholders (or the�r 
assoc�ates). unless they come w�th�n spec�f�ed exclus�ons, 
advances, loans and other cred�ts to shareholders (or 
the�r assoc�ates) are treated as assessable d�v�dends to 
the extent that there are real�sed or unreal�sed prof�ts �n 
the company. When an amount �s treated as a d�v�dend 
under d�v�s�on 7a the pr�vate company’s frank�ng account 
�s deb�ted and the d�v�dend �s taxable �n the hands of the 
shareholder or assoc�ate, w�thout access to a frank�ng 
cred�t to offset the tax pa�d by the company.

the Government w�ll reduce the double-penalty nature 
of d�v�s�on 7a by remov�ng the automat�c deb�t�ng of the 
company’s frank�ng account when an amount �s treated as 
a d�v�dend.

the comm�ss�oner of taxat�on w�ll also be prov�ded w�th 
a new d�scret�on to d�sregard an amount treated as a 
d�v�dend where a taxpayer has attempted to comply w�th 
d�v�s�on 7a but made an honest m�stake.

a range of other techn�cal amendments w�ll also be made 
to the rules to prov�de more flex�b�l�ty for taxpayers.

changes to the fr�nge benef�ts tax (fBt) laws w�ll s�mpl�fy 
the�r �nteract�on w�th d�v�s�on 7a. 

sect�on 108 of the itaa 1936 (the precursor to d�v�s�on 7a) 
w�ll also be repealed as �t �s a dupl�cate prov�s�on that �s no 
longer necessary.

the changes are expected to generally have effect from 
1 July 2006. however, the d�scret�on w�ll apply from 1 July 
2002 and the fBt amendments from 1 apr�l 2007. 

at the t�me of pr�nt�ng these �nstruct�ons, these changes 
had not become law. the �nformat�on on our webs�te at 
www.ato.gov.au w�ll be updated once the new law �s 
enacted.

australian property trusts – restructuring with 
an interposed head trust 
in the 2007 Budget the Government announced that 
�t would pass new leg�slat�on to be effect�ve from the 
2006–07 year that w�ll allow certa�n stapled ent�t�es, such 
as austral�an l�sted property trusts, to restructure w�th an 
�nterposed head trust w�thout taxat�on consequences. 
the proposed measures w�ll prov�de cGt rollover rel�ef for 
�nvestors �n a stapled group where a un�t trust has been 
�nterposed between the �nvestors �n the stapled group and 
the stapled ent�t�es, and w�ll ensure that these restructures 
do not result �n the head trust be�ng taxed as �f �t was a 
company.

schedules
n complete only one copy of the appropr�ate schedule.
n attach all completed schedules to the tax return unless 

otherw�se d�rected. returns lodged w�thout all the 
requ�red schedules may not be cons�dered to have been 
lodged �n the approved form. unless all schedules are 
lodged by the due date, a fa�lure to lodge on t�me penalty 
may be appl�ed.

n When complet�ng the schedules pr�nt neatly �n BlocK 
letters w�th a black pen only.

caPital alloWances schedule
You do not need to complete a Capital allowances 
schedule 2007 �f the partnersh�p or trust �s el�g�ble to enter 
or cont�nue �n the s�mpl�f�ed tax system (sts) and has 
chosen to do so at �tem 3 Simplified tax system (STS) 
elections.

in other cases, complete and attach a cap�tal allowances 
schedule �f the partnersh�p or trust has �ncluded an amount 
greater than:
n $15,000 at Expenses, k  Depreciation expenses 

�tem 5 unless the partnersh�p or trust �s ex�t�ng from the 
sts at �tem 3 or has prev�ously ex�ted from the sts, and 
the amount at k  relates ent�rely to sts deprec�at�ng 
assets

n $1,000 at �tem 47 Deduction for project pool, or
n $75,000 at e�ther �tem 43 Intangible depreciating 

assets first deducted or at �tem 44 Other depreciating 
assets first deducted.

for more �nformat�on, see the Capital allowances schedule 
instructions 2007 (nat 4089–6.2007).

Worksheets 1 and 2 �n the Guide to depreciating assets 2007 
(nat 1996–6.2007) w�ll help you to complete the Capital 
allowances schedule 2007. labels G, H, I, J and K on 
worksheet 1 and labels L, M, N, O, P and Q on worksheet 2 
correspond to labels on the cap�tal allowances schedule.

caPital gains taX (cgt) schedule 
You do not need to complete a Capital gains tax (CGT) 
schedule 2007 (cGt schedule) �f the trust was a subs�d�ary 
member of a consol�dated group at the end of the �ncome 
year and has completed z2  Consolidated subsidiary 
member �tem 2.

in other cases, complete a cGt schedule and attach �t to 
the trust’s tax return �f:
n the trust’s total current year cap�tal ga�ns for the �ncome 

year are greater than $10,000, or
n the trust’s total current year cap�tal losses for the �ncome 

year are greater than $10,000.

the Guide to capital gains tax 2007 (nat 4151–6.2007) 
w�ll help you complete the cGt schedule. it also �ncludes:
n a cap�tal ga�n or cap�tal loss worksheet for calculat�ng a 

cap�tal ga�n or cap�tal loss for each cGt event
n a cGt summary worksheet for calculat�ng a net cap�tal 

ga�n or net cap�tal loss for the �ncome year, and
n the cGt schedule.
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losses schedule 
You need to complete a losses schedule and attach �t to 
the trust’s tax return �f the trust:
n has a total of tax losses and net cap�tal losses carr�ed 

forward to the 2007–08 �ncome year greater than 
$100,000

n �s a l�fe �nsurance ent�ty and has e�ther comply�ng 
superannuat�on class tax losses or a v�rtual pooled 
superannuat�on trust (pst) net cap�tal loss carr�ed 
forward to the 2007–08 �ncome year

n �s a l�sted w�dely held trust that �s requ�red to sat�sfy the 
same bus�ness test �n subd�v�s�on 269-f �n schedule 2f 
to the Income Tax Assessment Act 1936 (itaa 1936) 
– as requ�red by sect�on 266-125 �n schedule 2f – to be 
able to cla�m a deduct�on for a tax loss �n the 2006–07 
�ncome year or to apply a tax loss �n a later �ncome year

n cla�ms a deduct�on for fore�gn source losses
n has current year fore�gn source losses
n has fore�gn source losses carr�ed forward to later 

�ncome years
n cla�ms a deduct�on for pr�or year controlled fore�gn 

company (cfc) losses
n has current year cfc losses, or
n has cfc losses carr�ed forward to later �ncome years.

if you complete a losses schedule, transfer the totals 
of the amounts at part a of the losses schedule to the 
correspond�ng u  and v  at �tem 24 Losses information 
on the trust tax return. however, �f you do not need to 
complete a losses schedule but the trust has tax losses or 
net cap�tal losses ava�lable to be carr�ed forward to later 
�ncome years, complete the �nformat�on requ�red at u  and 
v  at �tem 24 of the trust tax return as appropr�ate. for 
more �nformat�on, see the Losses schedule instructions 
2007 (nat 4088–6.2007).

if you need to complete a losses schedule under the above 
cr�ter�a, you may also need to complete a cGt schedule. for 
more �nformat�on, see the Guide to capital gains tax 2007.

non-individual PaYg PaYment summarY 
schedule 
pay as you go (paYG) w�thhold�ng appl�es to several 
payments �nclud�ng:
n payments for a supply where no aBn �s quoted
n payments ar�s�ng from �nvestments where no tfn or 

aBn �s quoted, and
n certa�n payments to fore�gn res�dents prescr�bed �n the 

regulat�ons.

if the payer w�thheld an amount from a payment to the 
partnersh�p or trust because the partnersh�p or trust d�d 
not quote an aBn, the payer should have sent a PAYG 
Payment summary – withholding where ABN not quoted to 
the partnersh�p or trust.

if the payer w�thheld an amount from a payment to the 
partnersh�p or trust because of the operat�on of fore�gn 
res�dent w�thhold�ng, the payer should have sent a 
Payment summary – foreign resident withholding to the 
partnersh�p or trust.

a payer may �ssue a rece�pt, rem�ttance adv�ce or s�m�lar 
document �n place of the PAYG Payment summary 
– withholding where ABN not quoted or Payment summary 
– foreign resident withholding. if the partnersh�p or trust 
d�d not rece�ve or has lost �ts copy of a payment summary, 
contact the payer respons�ble and request a s�gned 
photocopy of the payer’s copy. include deta�ls from each 
PAYG payment summary – withholding where ABN not 
quoted and/or Payment summary – foreign resident 
withholding on a Non-individual PAYG payment summary 
schedule 2007. 

complete a Non-individual PAYG payment summary 2007 
schedule �f amounts are reported at:
n c  and/or d  Gross payments where ABN not quoted 

�tem 5 Business income and expenses
n b  Gross payments subject to foreign resident 

withholding �tem 5 Business income and expenses
n t  Tax withheld where ABN not quoted �tem 6.
n u  Credit for tax withheld – foreign resident 

withholding �tem 6.

 note
income subject to fore�gn res�dent w�thhold�ng that 
has been �ncluded �n a d�str�but�on rece�ved from other 
partnersh�ps and/or trusts must be shown at �tem 8. 
a Non-individual PAYG payment summary schedule 
2007 �s not requ�red for these d�str�but�ons because they 
do not have an assoc�ated payment summary.

pr�nt the partnersh�p’s or trust’s tax f�le number (tfn) and 
name �n the appropr�ate boxes at the top of the schedule.

from each PAYG Payment summary – withholding where 
ABN not quoted or Payment summary – foreign resident 
withholding record on the schedule:
n payer’s aBn (or w�thhold�ng payer number)
n total tax w�thheld
n gross payment, and
n payer’s name.

When you have entered deta�ls of all these payment 
summar�es on the schedule, attach the schedule to the 
partnersh�p or trust tax return.

do not attach cop�es of each PAYG Payment summary 
– withholding where ABN not quoted or Payment summary 
– foreign resident withholding to the tax return – keep 
them w�th the partnersh�p’s or trust’s copy of the tax return 
and keep a copy of the schedule w�th the partnersh�p’s or 
trust’s tax records.
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Personal services income schedule 
there are spec�al rules for the �ncome tax treatment 
of certa�n personal serv�ces �ncome (psi) earned by 
contractors and consultants wh�ch started on 1 July 2000.

for the 2002–03 and later �ncome years the measure also 
appl�es to payees under the former prescr�bed payments 
system who were not subject to the measure �n the 
2000–01 and 2001–02 �ncome years.

if the partnersh�p or trust rece�ved an �nd�v�dual’s psi, 
complete �tem 28 Personal services income on the 
partnersh�p or trust tax return. also complete a Personal 
services income schedule 2007 (psi schedule) and attach 
�t to the tax return. for more �nformat�on on the psi rules, 
see the �nstruct�ons that accompany the psi schedule.

thin caPitalisation schedule
You do not need to complete a Thin capitalisation schedule 
2007 �f the partnersh�p or trust was a subs�d�ary member 
of a consol�dated group at any t�me dur�ng the �ncome 
year and has completed z2  Consolidated subsidiary 
member �tem 2.

in other cases, complete a Thin capitalisation schedule 
2007 �f the th�n cap�tal�sat�on rules apply to the partnersh�p 
or trust. for more �nformat�on, see append�x 3 and the 
Guide to thin capitalisation, ava�lable on our webs�te.

do not attach the completed schedule to the tax return 
– post �t to:
 Australian Taxation Office 
 PO Box 1365
 ALBURY NSW 2640

General information
australian business register
We are author�sed by the A New Tax System (Australian 
Business Number) Act 1999 to collect certa�n �nformat�on 
relat�ng to your ent�ty. We may use bus�ness deta�ls 
suppl�ed on your tax return to update your trad�ng name, 
�ndustry class�f�cat�on, status of bus�ness, w�nd up date, 
publ�c off�cer, e-ma�l address and ma�n bus�ness address 
on the austral�an Bus�ness reg�ster (aBr). We may also 
use postal address deta�ls from you tax return �n the event 
that we cannot contact you through your aBr postal 
address.

Where author�sed by law, selected �nformat�on on the 
aBr may be made publ�cly ava�lable and some may be 
passed to a w�de range of government agenc�es, �nclud�ng 
commonwealth, state and local government agenc�es.

You can f�nd deta�ls of agenc�es regularly rece�v�ng 
�nformat�on from the aBr at www.abr.gov.au   
You can also phone us on 13 28 66 between 8:00am and 
6:00pm monday to fr�day and have a l�st of the agenc�es 
sent to you.

these agenc�es may use aBr �nformat�on for purposes 
author�sed by the�r leg�slat�on or for carry�ng out other 
funct�ons of the�r agency. examples of poss�ble uses 
�nclude reg�strat�on, report�ng, compl�ance, val�dat�on and 
updat�ng of databases.

in add�t�on to the publ�cly ava�lable �nformat�on, these 
agenc�es can also access the:
n name of the ent�ty’s assoc�ates such as partner, trustee, 

or publ�c off�cer
n ent�ty’s address for serv�ce of not�ces
n ent�ty’s pr�nc�pal place of bus�ness
n ent�ty’s ema�l address, and
n austral�an and new Zealand standard industr�al 

class�f�cat�on (anZsic) code for the bus�ness conducted 
by the ent�ty.

changes affecting the making of familY 
trust and interPosed entitY elections 
changes were made �n 2005 to the rules regard�ng the 
mak�ng of fam�ly trust and �nterposed ent�ty elect�ons. 
Generally, the changes allow ent�t�es to make fam�ly trust 
and �nterposed ent�ty elect�ons at any t�me �n relat�on to 
earl�er years prov�ded certa�n cond�t�ons are met. the key 
po�nts are:
n to elect an earl�er �ncome year, ent�t�es must have, from 

the beg�nn�ng of the spec�f�ed �ncome year unt�l 30 June 
of the �ncome year �mmed�ately preced�ng the year �n 
wh�ch the elect�on �s made:
– passed the fam�ly control test, and
– made all conferrals of present ent�tlement or actual 

d�str�but�ons of �ncome or cap�tal to the �nd�v�dual 
spec�f�ed �n the elect�on or to members of that 
�nd�v�dual’s fam�ly group.
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n the changes apply to fam�ly trust and �nterposed ent�ty 
elect�ons spec�fy�ng the 2005 or later �ncome years.

n the changes do not apply to fam�ly trust and �nterposed 
ent�ty elect�ons spec�fy�ng the 2004 or earl�er �ncome 
years.

if the above cond�t�ons are met, an ent�ty can make fam�ly 
trust and �nterposed ent�ty elect�ons w�th the ent�ty’s 
�ncome tax return or at any t�me dur�ng the year. the 
elect�on must be �n wr�t�ng and �n the approved form.

for more �nformat�on, phone the Bus�ness infol�ne or the 
tax agents infol�ne (see the �ns�de back cover).

certain trust amounts treated as 
dividends
on 29 June 2004, leg�slat�on was �ntroduced that 
�nserted subd�v�s�on ea to replace the prev�ous rules 
conta�ned �n sect�on 109uB that treated certa�n trustee 
loans as deemed d�v�dends from a pr�vate company. 
in general terms, the new rules apply where a trustee 
makes a payment, loan or debt forg�veness �n favour of a 
shareholder (or an assoc�ate of a shareholder) of a pr�vate 
company who �s a benef�c�ary of the trust. see Y  �tem 54 
Unpaid present entitlement to a private company. 

for more �nformat�on on sect�on 109uB or subd�v�s�on ea, 
v�s�t the d�v�dends and �nvestments page on our webs�te or 
phone the Bus�ness infol�ne (see the �ns�de back cover).

international taXation – the taXation 
treatment of certain foreign hYbrid 
entities
Broadly, ‘fore�gn hybr�d’ means ent�t�es such as  
non-res�dent l�m�ted l�ab�l�ty partnersh�ps (llp), l�m�ted 
l�ab�l�ty compan�es �n the usa (us llc) and other s�m�lar 
ent�t�es that are taxed on a partnersh�p bas�s �n the�r 
country of format�on – that �s, the overseas jur�sd�ct�on 
taxes the members on the�r share of the ent�ty’s �ncome. 
the ent�ty �tself �s not taxed. 

under d�v�s�on 830 of the itaa 1997, non-res�dent l�m�ted 
partnersh�ps and other fore�gn hybr�ds are treated as 
partnersh�ps and not as compan�es for austral�an �ncome 
tax. investors �n these ent�t�es are treated for austral�an tax 
purposes as hav�ng partnersh�p �nterests.

for more �nformat�on about fore�gn hybr�ds, v�s�t our webs�te.

foreign eXchange (foreX) gains and 
losses 
under the forex measures, fore�gn exchange ga�ns and 
losses are generally brought to account, as assessable 
�ncome or allowable deduct�ons, when real�sed. the 
measures cover both fore�gn currency denom�nated 
arrangements, and broadly, arrangements to be 
cash-settled �n austral�an currency w�th reference to a 
currency exchange rate. some fore�gn exchange ga�ns 
and losses of a pr�vate or domest�c nature, or �n relat�on to 
exempt �ncome or non-assessable non-exempt �ncome, 

are not brought to account under the forex measures.

if a fore�gn exchange ga�n or loss �s brought to account 
under the forex measures and under another prov�s�on of 
the tax law, �t �s assessable or deduct�ble only under the 
forex measures.

in general, fore�gn exchange ga�ns and losses w�ll not be 
assessable or deduct�ble under these measures �f they 
ar�se from certa�n acqu�s�t�ons or d�sposals of cap�tal 
assets, or acqu�s�t�ons of deprec�at�ng assets, and the t�me 
between the acqu�s�t�on or d�sposal and payment �s no 
more than 12 months. instead, any fore�gn exchange ga�n 
or loss �s usually matched w�th or �ntegrated �nto the tax 
treatment of the underly�ng asset.

the general translat�on rule requ�res all tax relevant 
amounts to be expressed �n austral�an currency regardless 
of whether there �s an actual convers�on of that fore�gn 
currency �nto austral�an dollars.

for most partnersh�ps and trusts, the forex measures 
and general translat�on rule have appl�ed from 1 July 
2003. however, partnersh�ps and trusts w�th certa�n early 
subst�tuted account�ng per�ods were not subject to these 
prov�s�ons unt�l the f�rst day of the�r 2004–05 �ncome year.

the tax consequences of ga�ns or losses on ex�st�ng 
fore�gn currency assets, r�ghts and obl�gat�ons that were 
acqu�red or assumed before the commencement date are 
determ�ned under the law as �t was before these measures 
came �nto effect unless:
n a trans�t�onal elect�on that br�ngs these under these forex 

measures has been made, or
n there �s an extens�on of an ex�st�ng loan (for example, an 

extens�on by new contract or a var�at�on to an ex�st�ng 
contract) that br�ngs the arrangement w�th�n these 
measures.

more �nformat�on about these measures and on how to 
calculate your fore�gn exchange real�sat�on ga�ns and 
losses �s ava�lable on our webs�te (search for ‘forex’).

electronic lodgments and the 
PartnershiPs and trusts rental 
ProPertY schedule 2007 
tax agents who lodge partnersh�p or trust tax returns 
through the electron�c lodgment serv�ce (els) must 
complete the Partnerships and trusts rental property 
schedule 2007 �f �tem 9 Rent �s completed. You do 
not have to complete the partnersh�p and trusts rental 
property schedule �f you are lodg�ng a paper vers�on of the 
partnersh�p or trust tax return.

information matching
the tax off�ce �s mak�ng �ncreas�ng use of  
�nformat�on-match�ng technology to ver�fy the correctness 
of tax returns. ensure that all �nformat�on �s fully and 
correctly declared on your tax returns. certa�n cla�ms 
that are made may be subject to add�t�onal scrut�ny by 
the tax off�ce.
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in part�cular, we w�ll be check�ng the follow�ng on the 2007 
tax returns:
n �ncome and cred�ts for w�thhold�ng where an aBn has 

not been quoted, aga�nst �nformat�on prov�ded to us by 
payers – see pages 24 and 35

n d�str�but�ons from partnersh�ps and trusts – see 
pages 36–39

n total salary and wages pa�d aga�nst the paYG w�thhold�ng 
system – see page 56

n �nterest and d�v�dend �ncome – see pages 40–42 and 78
n frank�ng cred�ts cla�med. We w�ll also check that 

d�str�but�ons that �nclude franked d�v�dends are correctly 
grossed up.

hobbY or business 
it �s �mportant to determ�ne whether the partnersh�p or 
trust �s carry�ng on a bus�ness as d�st�nct from pursu�ng a 
hobby, sport or recreat�onal act�v�ty that does not produce 
assessable �ncome.

the factors or ‘bus�ness �nd�cators’ that var�ous courts and 
tr�bunals have taken �nto account �n determ�n�ng �f a bus�ness 
ex�sts for tax purposes �nclude whether the act�v�ty:
n has actually commenced
n has a s�gn�f�cant commerc�al purpose or character
n �s undertaken w�th a purpose of prof�t as well as a 

prospect of prof�t
n �s carr�ed out �n a manner that �s character�st�c of the 

�ndustry
n has repet�t�on, regular�ty and/or cont�nu�ty
n �s planned, organ�sed and carr�ed on �n a bus�ness-l�ke 

manner
n �s of a suff�c�ent s�ze, scale and permanency to generate 

a prof�t, and
n �s not more properly descr�bed as a hobby, recreat�on or 

sport�ng act�v�ty.

for more �nformat�on, see Are you carrying on a 
business? �n Tax basics for small business (nat 1908). 

if you are a pr�mary producer, see also Taxation Ruling 
TR 97/11 – Income tax: am I carrying on a business of 
primary production?

Private ruling bY the commissioner of 
taXation
a pr�vate rul�ng �s a wr�tten express�on of op�n�on by the 
comm�ss�oner of taxat�on (the comm�ss�oner) about 
the way �n wh�ch tax laws and other spec�f�ed laws 
adm�n�stered by the comm�ss�oner would apply to, or 
be adm�n�stered �n relat�on to, an ent�ty �n relat�on to a 
spec�f�ed scheme. 

an appl�cat�on for a pr�vate rul�ng must be made �n the 
approved form and �n accordance w�th d�v�s�ons 357 and 359 
of schedule 1 to the Taxation Administration Act 1953 (taa).

the requ�red �nformat�on and documentat�on that 
accompany a pr�vate rul�ng request must be suff�c�ent for 

the comm�ss�oner to make a pr�vate rul�ng and �nclude: 
n the ent�ty to whom the rul�ng �s to apply 
n the facts descr�b�ng the relevant scheme or c�rcumstance 
n relevant support�ng documents such as transact�on 

documents 
n �ssues and quest�ons ra�sed that relate to the relevant 

prov�s�on to wh�ch the rul�ng relates, and 
n your arguments and references on such quest�ons. 

the comm�ss�oner may request add�t�onal �nformat�on 
to make a rul�ng. the comm�ss�oner w�ll then cons�der 
the request and e�ther �ssue or, �n certa�n l�m�ted 
c�rcumstances, refuse to �ssue a pr�vate rul�ng.

Publication 
to further �mprove the adm�n�strat�on of the pr�vate rul�ngs 
system, the tax off�ce now publ�shes all not�ces of pr�vate 
rul�ngs for publ�c record. these publ�cat�ons are on our 
webs�te.

pr�vate rul�ngs are publ�shed �n an ed�ted form to safeguard 
taxpayer pr�vacy. 

pr�vate rul�ng appl�cants are �nv�ted to prov�de a statement 
deta�l�ng any �nformat�on they bel�eve should be removed 
from the publ�shed vers�on of the�r pr�vate rul�ng. 

if the �nformat�on the appl�cant wants removed �s more than 
s�mply names and addresses, reasons why publ�cat�on of 
th�s �nformat�on w�ll breach the appl�cant’s pr�vacy should 
be prov�ded. 

Before publ�cat�on, appl�cants can comment on the ed�ted 
vers�on of the�r pr�vate rul�ng. 

review rights 
taxpayers can object to adverse pr�vate rul�ngs or a fa�lure 
to make a pr�vate rul�ng �n much the same way that they 
can object to assessments. they can also seek a rev�ew 
of adverse object�on dec�s�ons on a pr�vate rul�ng by 
the adm�n�strat�ve appeals tr�bunal (aat) or a court. an 
explanat�on of rev�ew r�ghts and how to exerc�se them �s 
�ssued w�th the pr�vate rul�ng. an object�on to a rul�ng can 
be lodged w�th�n the later of: 
n 60 days after the rece�pt of the rul�ng 
n four years from the last day allowed for lodg�ng a tax 

return for the last �ncome year covered by the rul�ng. 
a taxpayer cannot object to a pr�vate rul�ng �f an 
assessment has occurred cover�ng the same facts and 
�ssues. the taxpayer could, of course, object to the 
assessment. 

Where a taxpayer has objected aga�nst a pr�vate rul�ng the 
taxpayer cannot object aga�nst a later assessment about 
the same matter ruled on, unless the facts have changed. 

pr�vate rul�ngs deal�ng w�th the itaa 1936 cont�nue to apply 
to the itaa 1997, to the extent that the old law to wh�ch 
the rul�ng appl�es expresses the same �deas as the new law 
�n the itaa 1997. 
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When rulings are binding 
a pr�vate rul�ng �s b�nd�ng on the comm�ss�oner where �t 
appl�es to an ent�ty and the ent�ty has rel�ed on the rul�ng 
by act�ng (or om�tt�ng to act) �n accordance w�th the 
pr�vate rul�ng. an ent�ty can stop rely�ng on a pr�vate rul�ng 
at any t�me (unless prevented by a t�me l�m�t �mposed 
by a taxat�on law) by act�ng (or om�tt�ng to act) �n a way 
that �s not �n accordance w�th the pr�vate rul�ng; and can 
subsequently resume rely�ng on the pr�vate rul�ng by act�ng 
accord�ngly. the comm�ss�oner cannot w�thdraw a pr�vate 
rul�ng. however, where the scheme to wh�ch a pr�vate rul�ng 
relates has not begun to be carr�ed out and where the 
pr�vate rul�ng relates to an �ncome year or other account�ng 
per�od, and that per�od has not begun, the comm�ss�oner 
can make a rev�sed pr�vate rul�ng.

Penalties and interest charges
the law �mposes penalt�es on partners and trustees for:
n fa�l�ng to lodge a tax return on t�me and �n the approved 

form
n hav�ng a tax shortfall or over-cla�m�ng a cred�t that �s 

caused by:
– mak�ng a false or m�slead�ng statement
– tak�ng a pos�t�on that �s not reasonably arguable

n refus�ng to prov�de a tax return from wh�ch the 
comm�ss�oner can determ�ne a l�ab�l�ty

n fa�l�ng to keep and produce proper records
n prevent�ng access to prem�ses and documents, or
n fa�l�ng to reta�n or produce declarat�ons.

partners, trustees and benef�c�ar�es are l�able for an �nterest 
charge where they have:
n tax, penalty or certa�n other amounts wh�ch rema�n 

unpa�d after the due date for payment
n a var�at�on of a paYG �nstalment amount or rate wh�ch 

�s less than 85% of the amount or rate that would have 
covered the partner’s, trustee’s or benef�c�ary’s actual 
l�ab�l�ty on bus�ness and �nvestment �ncome for the year, or 

n an amendment of the�r �ncome tax assessment 
�ncreas�ng the�r l�ab�l�ty (for the 2004–05 and later �ncome 
years th�s �nterest charge �s known as ‘shortfall �nterest 
charge’) see the next column.

rePort on asPects of income taX self 
assessment
on 29 June 2005, Tax Laws Amendment (Improvements 
to Self Assessment) Act (No. 1) 2005 and Shortfall Interest 
Charge (Imposition) Act 2005 became law. th�s leg�slat�on 
�s �ntended to prov�de greater protect�on and certa�nty for 
a partner �n a partnersh�p or trustee of a trust �n relat�on to 
�nterest charges and penalt�es. in part�cular, the acts: 
n �ntroduce a separate �nterest charge that has a lower rate 

than the general �nterest charge for shortfalls of �ncome 
tax 

n �mprove the transparency of the tax off�ce’s 
adm�n�strat�ve processes of �mpos�ng penalt�es on 
taxpayers who understate a tax l�ab�l�ty, and 

n abol�sh the separate penalty for fa�l�ng to follow a tax 
off�ce pr�vate rul�ng.

shortfall interest charge 
for the 2000–01 to 2003–04 �ncome years, where the 
�ncome tax l�ab�l�ty of a partner �n a partnersh�p or trustee 
of a trust �s �ncreased, the �ncrease �s treated as a late 
payment. the amended assessment or shortfall �s due on 
the due date for the or�g�nal (understated) assessment and 
the general �nterest charge appl�es from that date. the new 
leg�slat�on appl�es to the 2004–05 �ncome year and later 
years and prov�des that, where an assessment �s amended 
because of a tax shortfall the due date for payment of the 
amended assessment �s 21 days after the comm�ss�oner 
g�ves the not�ce �ncreas�ng the l�ab�l�ty. Generally the 
partners or trustees are l�able to pay a shortfall �nterest 
charge from the due date of the or�g�nal assessment to 
the day before the �ssue date of the amended not�ce of 
assessment on the �ncrease. the partners or trustees w�ll 
be not�f�ed of the amount of the shortfall �nterest charge 
and �t w�ll be due 21 days after the not�ce �s g�ven. General 
�nterest charge w�ll apply automat�cally to any unpa�d 
amount of the amended assessment and the shortfall 
�nterest charge once the due date has passed.

the shortfall �nterest charge replaces the general �nterest 
charge dur�ng the shortfall per�od. it �s calculated at a rate 
four per cent lower than the general �nterest charge. 

the comm�ss�oner may rem�t all or part of the shortfall 
�nterest charge when �t �s fa�r and reasonable to do so.  
for further �nformat�on on rem�ss�on of the shortfall �nterest 
charge refer to our webs�te.

Penalties 
in add�t�on to �nterest charges, penalt�es may be appl�ed to 
any tax shortfall. 

start�ng from the 2004–05 �ncome year, there �s no longer 
a spec�f�c penalty for a tax shortfall that ar�ses as a result of 
fa�l�ng to follow a pr�vate rul�ng. however, �f a taxpayer does 
not follow a pr�vate rul�ng they have obta�ned, penalt�es 
may st�ll apply for a tax shortfall that ar�ses �f, for example, 
they have not exerc�sed reasonable care or do not have a 
‘reasonably arguable’ pos�t�on. 

the comm�ss�oner must now expla�n, �n wr�t�ng, the 
reasons for a penalty and, �f rem�ss�on of a penalty has 
been cons�dered but not fully granted, the reasons for the 
dec�s�on not to rem�t.

the new law also makes clear that when cons�der�ng 
whether a penalty should be �mposed, the tax off�ce w�ll 
cons�der a taxpayer’s pos�t�on to be ‘reasonably arguable’ 
�f �t would be concluded �n the c�rcumstances that what �s 
argued for �s about as l�kely to be correct as �ncorrect, or �s 
more l�kely to be correct than �ncorrect.

further �nformat�on �s ava�lable on our webs�te or by 
phon�ng the Bus�ness infol�ne (see the �ns�de back cover).
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Purchase or sale of a business during 
the income Year
Keep a record of the follow�ng:
n the name and address of the other party to the 

transact�on
n the purchase or sale pr�ce, �nclud�ng deta�ls of the 

allocat�on of purchase or sale pr�ce to all �tems purchased 
or sold, �nclud�ng stock on hand and deprec�at�ng assets

n a copy of the contract of purchase or sale.

 if there �s no trustee who �s an austral�an res�dent the 
onus �s on the publ�c off�cer to keep th�s �nformat�on.

record keePing reQuirements
record keeping requirements and retention
if you are carry�ng on a bus�ness, you must keep records 
relevant for any taxat�on purpose that record and expla�n 
all transact�ons and other acts you are engaged �n. 
subsect�on 262a(2) of the itaa 1936 prescr�bes the 
records to be kept as �nclud�ng:
n any documents that are relevant for the purpose of 

ascerta�n�ng the person’s �ncome or expend�ture
n documents conta�n�ng part�culars of any elect�on, 

est�mate, determ�nat�on or calculat�on made by the 
person for taxat�on purposes and, �n the case of an 
est�mate, determ�nat�on or calculat�on, part�culars 
show�ng the bas�s on wh�ch and the method by wh�ch 
the est�mate, determ�nat�on or calculat�on was made.

Generally, the partnersh�p or trust must keep all relevant 
records for f�ve years after those records were prepared 
or obta�ned, or f�ve years after the complet�on of the 
transact�ons or acts to wh�ch those records relate, 
wh�chever �s the later. th�s per�od may be extended �n 
certa�n c�rcumstances. Keep records �n wr�t�ng and �n 
engl�sh; however, you can keep them �n an electron�c form, 
or on m�crof�che as long as the records are �n a form that 
we can access and understand to ascerta�n your taxat�on 
l�ab�l�ty – see Taxation Ruling TR 2005/9 – Income tax: 
record keeping – electronic records and sect�on 262a.

Partnership record retention  
Keep the follow�ng records:
n a copy of the partnersh�p agreement; �f none ex�sts, a 

copy of the partnersh�p’s cert�f�cate of reg�strat�on; �f 
none ex�sts, documentary ev�dence that partners were 
carry�ng on the�r act�v�t�es as a partnersh�p

n commencement date of the partnersh�p or the date of 
reconst�tut�on

n deta�led statement of assets and l�ab�l�t�es
n deta�ls of each partner’s cap�tal accounts and sources of 

cap�tal contr�buted
n deta�ls of each partnersh�p bank account �nclud�ng the 

name and number of the account, the bank and branch 
at wh�ch �t �s kept, the date the account was opened 
and the names of persons author�sed to operate the 
account and the date of such author�sat�on

n the fam�ly relat�onsh�p of the partners and, �f the partners 
are husband and w�fe, deta�ls of the nature and extent of 
the serv�ces rendered by each to the partnersh�p

n whether the partners own jo�ntly or �n common, any 
property from wh�ch �nterest, d�v�dends, rents or royalt�es 
are der�ved

n the names �n wh�ch bus�ness contracts are made
n deta�ls of any serv�ces rendered �n the product�on of 

assessable �ncome by a partner under 18 years of age, 
or by a benef�c�ary under 18 years of age �n a trust 
where the trustee �s a partner – deta�ls must �nclude the 
nature, extent and value of the serv�ces rendered

n whether the partnersh�p �s const�tuted or conducted 
such that any partners cannot, of the�r own w�ll, deal 
w�th any part of the�r share of the partnersh�p �ncome, 

n  whether any partners are requ�red to use any part of 
the�r share of the prof�ts to meet any debt to another 
person

n records that show you have met your cho�ce of 
superannuat�on fund employer obl�gat�ons – for more 
�nformat�on, v�s�t our webs�te, www.superchoice.gov.au 
or phone the super cho�ce infol�ne (see �ns�de back cover).

tax losses record keeping 
if a trust �ncurs tax losses, you may need to keep records 
longer than f�ve years from the date when the losses were 
�ncurred.

Generally, tax losses �ncurred th�s year can be carr�ed 
forward �ndef�n�tely, unt�l they are appl�ed by recoupment. 
When appl�ed, the loss amount �s a f�gure that leads to 
the calculat�on of the trust’s net �ncome (and benef�c�ary’s 
taxable �ncome) �n that year. it �s �n the trust’s �nterest to 
keep records substant�at�ng the balance of th�s year’s losses 
unt�l the amendment per�od for the trust’s or benef�c�ary’s 
assessment (as appl�cable) for the recoupment year �n 
wh�ch the losses are fully appl�ed has lapsed.

see TD 2007/2 - Income tax: should a taxpayer who has 
incurred a tax loss or made a net capital loss for an income 
year retain records relevant to the ascertainment of that 
loss only for the record retention period prescribed under 
income tax law?
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capital gains tax record keeping
for more record keep�ng �nformat�on for cap�tal ga�ns tax, 
see the Guide to capital gains tax 2007.

e-Record
e-Record �s an electron�c record keep�ng package we have 
developed to help small/m�cro bus�nesses and non-prof�t 
organ�sat�ons keep good bus�ness records.

it �s des�gned for bus�nesses who use a cash bas�s of 
account�ng and who w�sh to make the trans�t�on from 
paper-based products to an electron�c record keep�ng 
package. it �s not des�gned for bus�nesses already us�ng a 
commerc�ally ava�lable account�ng software package.

e-Record has easy-to-use electron�c worksheets that 
produce da�ly and weekly �nformat�on and monthly, 
quarterly and annual summar�es, as well as automat�c 
calculat�ons and consol�dat�ons to help bus�nesses 
complete the�r act�v�ty statements.

You can download the latest vers�on of e-Record from our 
webs�te at www.ato.gov.au/erecord or get a copy of the 
cd-rom by phon�ng 1300 139 051.

record keeping for overseas transactions and 
interests
Keep records of any overseas transact�ons �n wh�ch the 
partnersh�p or trust �s �nvolved – or has an �nterest – dur�ng 
the �ncome year.

the �nvolvement can be d�rect or �nd�rect – for example, 
through �nd�v�duals, trusts, compan�es or other ent�t�es.  
the �nterest can be vested or cont�ngent, and �ncludes a 
case where the partnersh�p or trust has d�rect or �nd�rect 
control of:
n any �ncome from sources outs�de austral�a not d�sclosed 

elsewhere on the tax return, or
n any property – �nclud�ng money – s�tuated outs�de 

austral�a. Where th�s �s the case keep a record of the 
follow�ng:
– the locat�on and nature of the property
– the name and address of any partnersh�p, trust, 

bus�ness, company, or other ent�ty �n wh�ch the 
partnersh�p or trust has an �nterest, and

– the nature of the �nterest.

if an overseas �nterest was created by exerc�s�ng any 
power of appo�ntment, or �f the partnersh�p or trust had an 
ab�l�ty to control or ach�eve control of overseas �ncome or 
property, keep a record of the follow�ng:
n the locat�on and nature of the property, and
n the name and address of any partnersh�p, trust, 

bus�ness, company, or other ent�ty �n wh�ch the 
partnersh�p or trust has an �nterest.

 if there �s no trustee who �s an austral�an res�dent the 
onus �s on the publ�c off�cer to keep th�s �nformat�on.

information for PartnershiPs 
Partnership
a partnersh�p �s an assoc�at�on of persons carry�ng on 
a bus�ness as partners or rece�v�ng �ncome jo�ntly – see 
Taxation Ruling TR 94/8 – Income tax: whether business 
is carried on in partnership (including ‘husband and wife’ 
partnerships).

a partnersh�p �s not a taxable ent�ty. partners are taxed on 
the�r share of prof�ts or are ent�tled to a deduct�on for the�r 
share of a loss on the�r own tax returns.

some deduct�ons are not ava�lable to the partnersh�p but 
may be cla�med by the partners – see append�x 7.

non-resident partner
a partner who �s not a res�dent of austral�a �s not taxed on 
the share of net �ncome of the partnersh�p attr�butable to 
sources outs�de austral�a. if �t �s bel�eved that any partner 
who has a share of such �ncome �s not an austral�an 
res�dent, keep a record of the�r name and res�dent�al 
address, the bas�s of any content�on and the partner’s 
share of �ncome der�ved from sources outs�de austral�a.

variation of partnership agreement
Keep a copy of any var�at�on to the partnersh�p agreement 
for the l�fe of the partnersh�p plus a per�od of f�ve years.

reconstituted partnerships 
under the law, �f the compos�t�on of a partnersh�p changes 
– for example a partner ret�res or d�es or a new partner 
�s adm�tted – the partnersh�p �s d�ssolved and a new 
partnersh�p �s formed.

however, �f the change �n the compos�t�on amounts only to 
a techn�cal d�ssolut�on of the partnersh�p, the partnersh�p 
may be able to cont�nue as a reconst�tuted cont�nu�ng 
ent�ty. as such �t avo�ds the need to change �ts tfn and 
aBn, and only one partnersh�p tax return �s requ�red at the 
end of the �ncome year.

the tax off�ce w�ll treat a changed partnersh�p as a 
reconst�tuted cont�nu�ng ent�ty �f the or�g�nal partnersh�p 
agreement �ncorporated a prov�s�on for a change �n 
membersh�p or shares and the follow�ng factors apply:
n the partnersh�p �s a general law partnersh�p
n at least one of the partners �s common to the 

partnersh�p before and after reconst�tut�on
n there �s no per�od where there �s only one ‘partner’ (that 

�s, �n a two person partnersh�p, there �s a d�rect transfer 
of �nterest from the outgo�ng partner to a new partner)

n the partnersh�p agreement �ncludes an express or 
�mpl�ed cont�nu�ty clause, and 

n there �s no break �n the cont�nu�ty of the enterpr�se or 
f�rm, that �s, the partnersh�p’s assets rema�n w�th the 
cont�nu�ng partnersh�p and there are no changes to the 
nature of the bus�ness, the cl�ent or customer base or 
the bus�ness name or name of the f�rm.

for more �nformat�on, see GSTR 2003/13 – Goods and 
services tax: general law partnerships.
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at the end of the �ncome year, a reconst�tuted cont�nu�ng 
partnersh�p needs to lodge only one partnersh�p tax return 
cover�ng the full �ncome year. the tax return must �nclude 
the d�str�but�ons made to every person who was a partner 
at any t�me dur�ng the �ncome year, �nclud�ng those who 
left the partnersh�p dur�ng the year.

When lodg�ng the partnersh�p tax return, supply the 
follow�ng deta�ls: 
n the date of the d�ssolut�on
n the date of the reconst�tut�on 
n the names of the new, cont�nu�ng and ret�r�ng partners 
n the tfn or address and date of b�rth of all new partners, 

and 
n deta�ls of the changes �f the persons author�sed to act 

on behalf of the partnersh�p changed.

if the changes �n membersh�p amount to more than a 
techn�cal d�ssolut�on of the partnersh�p, a new partnersh�p 
�s formed. th�s new partnersh�p needs a new tfn and 
aBn. Both partnersh�ps w�ll need to lodge a partnersh�p 
tax return. lodge one tax return for the old partnersh�p 
from the beg�nn�ng of the �ncome year to the date of 
�ts d�ssolut�on. lodge another tax return for the new 
partnersh�p from the date of �ts format�on to the end of the 
�ncome year. 

lodging a partnership tax return
a partnersh�p tax return �s lodged by the partners res�dent 
�n austral�a or by the sen�or partner. if there �s no res�dent 
partner, the agent �n austral�a lodges the tax return. for 
�nformat�on relat�ng to non-res�dents, see Non-resident 
partner on the prev�ous page.

Keep a copy of the partnersh�p tax return and related 
documents, as there may be a charge for obta�n�ng a copy 
from the tax off�ce.

lodge a partnersh�p tax return except where:
n the partnersh�p’s only �ncome �s:

– rent from an �nvestment property held by the partners 
as co-owners, and/or

– �nterest der�ved jo�ntly by the partners and each 
partner shows the�r share of the �ncome and expenses 
on the�r own tax return

n the partnersh�p was a subs�d�ary member of a 
consol�dated group for the full �ncome year, or

n an appl�cat�on for exempt�on from lodg�ng a partnersh�p 
tax return has been approved by the tax off�ce.

We may grant an exempt�on �f each partner g�ves an 
undertak�ng to prov�de deta�ls of all relevant �ncome, 
expend�ture and deduct�on �tems, as well as d�str�but�on 
deta�ls, on the�r own tax return.

the appl�cat�on for exempt�on must conf�rm that the 
partners have author�sed the�r tax agent to show 
�nformat�on perta�n�ng to the partnersh�p on each partner’s 
tax return. if granted, an exempt�on appl�es to all future 
year tax returns unt�l the partners or the tax off�ce cancels 
the exempt�on.

We w�ll not grant an exempt�on �f a partner �s cla�m�ng a 
cred�t for amounts w�thheld under the no aBn w�thhold�ng 
rules from payments made to a partnersh�p.

send the partnersh�p tax return to the relevant lodgment 
address l�sted on page 111. send tax returns that �nclude 
one or more �nterposed ent�ty elect�on(s) to the address on 
page 16.

Limited partnerships
all partnersh�ps lodge a partnersh�p tax return except 
certa�n l�m�ted partnersh�ps, wh�ch are taxed as compan�es 
and must therefore lodge a Company tax return 2007.

th�s does not apply to a l�m�ted partnersh�p (�nclud�ng an 
�ncorporated l�m�ted partnersh�p) that �s a venture cap�tal 
management partnersh�p or a l�m�ted partnersh�p that �s 
uncond�t�onally reg�stered w�th the pooled development 
fund reg�strat�on Board as a venture cap�tal l�m�ted 
partnersh�p or an austral�an fund of funds. these l�m�ted 
partnersh�ps are treated as ord�nary partnersh�ps and not 
as compan�es. 

Other attachments to the tax return
in some cases we need more �nformat�on about the 
partnersh�p to ra�se correct assessments for the �nd�v�dual 
partners. these are:
n where the partnersh�p attaches an elect�on, not�f�cat�on, 

request or appl�cat�on when lodg�ng the partnersh�p tax 
return

n where the partnersh�p has rece�ved a bonus or other 
amount �n respect of a short-term l�fe assurance 
pol�cy �ssued after 7 december 1983 – see 12 Other 
Australian income on page 42

n where the partnersh�p has pa�d or cred�ted unfranked 
d�v�dends or �nterest to a non-res�dent of austral�a or has 
rece�ved unfranked d�v�dends or �nterest on behalf of a 
non-res�dent of austral�a – see append�x 1

n reconst�tuted partnersh�ps where the d�ssolut�on of 
the partnersh�p was only techn�cal and the partnersh�p 
bus�ness carr�ed on as per Gstr 2003/13 – see 
Reconstituted partnerships on the prev�ous page – wh�ch 
must supply the follow�ng deta�ls:
– the date of d�ssolut�on
– the date of reconst�tut�on
– the names of the new, cont�nu�ng and ret�r�ng partners
– the tfn or address and date of b�rth of all new 

partners, and
– deta�ls of the changes �f the persons author�sed to act 

on behalf of the partnersh�p changed.

if any of the above c�rcumstances apply, attach 
separate pages, headed schedule of additional 
information, show�ng the full deta�ls, the partnersh�p 
name and tfn, s�gn �t and attach �t to the partnersh�p tax 
return. pr�nt YES �n the Have you attached any ‘other 
attachments’? box at the top of page 1 of the tax return.

Partnerships and capital gains tax
a partnersh�p does not own assets for cap�tal ga�ns tax 
(cGt) purposes. a partnersh�p asset �s owned by the 
partners �n the proport�on to wh�ch they have agreed. if a 
cGt event happens to a partnersh�p dur�ng the �ncome year, 
or the partnersh�p rece�ved a share of a cap�tal ga�n from a 
trust, each partner must �nclude the�r share of the cap�tal ga�n 
or cap�tal loss on the�r own tax return. for more �nformat�on 
about how a partner returns the�r share of a cap�tal ga�n or 
cap�tal loss, see the Guide to capital gains tax 2007.
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information for trusts 
appointment of public officer
if a trust carr�es on a bus�ness �n austral�a or der�ves 
�ncome from property �n austral�a and there �s no trustee 
who �s an austral�an res�dent, the trustee generally 
appo�nts a publ�c off�cer. Broadly, the publ�c off�cer must 
be a natural person of at least 18 years of age res�d�ng �n 
austral�a and the comm�ss�oner must be not�f�ed �n wr�t�ng 
of the name and address of the publ�c off�cer.

the trust does not need to appo�nt a publ�c off�cer �f the 
austral�an �ncome of the trust cons�sts solely of d�v�dends, 
�nterest and/or royalt�es subject to w�thhold�ng tax, or the 
comm�ss�oner has granted an exempt�on �n wr�t�ng.

fa�lure or neglect to appo�nt a publ�c off�cer may result �n 
prosecut�on. on conv�ct�on, a f�ne of up to $50 may be 
�mposed for each day that the trustee fa�ls or neglects to 
meet these requ�rements.

the publ�c off�cer �s answerable for do�ng everyth�ng 
requ�red to be done by the trustee of the trust under the 
itaa 1936, the itaa 1997 or the regulat�ons. if the publ�c 
off�cer defaults on any of these dut�es, they are l�able to the 
same penalt�es as the trustee.

lodging a trust tax return
irrespect�ve of the amount of �ncome der�ved, a trust tax 
return �s lodged by the trustees res�dent �n austral�a or by 
any one of them �f requ�red by the comm�ss�oner. a not�ce 
adv�s�ng wh�ch ent�t�es are requ�red to lodge �ncome tax 
returns �s publ�shed annually �n the Federal Register of 
Legislative Instruments and �s ava�lable at www.frli.gov.au 

if no trustee �s res�dent �n austral�a, the trust tax return �s 
lodged by the publ�c off�cer of the trust or, �f a publ�c off�cer 
does not need to be appo�nted, by an agent �n austral�a 
for the trustees.

however, a trust tax return �s not requ�red �f the trust was 
a subs�d�ary member of a consol�dated group for the full 
�ncome year.

for ch�ldren’s sav�ng accounts, see Taxation Ruling IT 
2486 – Income tax: children’s savings accounts.

for char�table trusts, see the Income tax guide for 
non-profit organisations (nat 7967).

Keep a copy of the trust tax return and related documents, 
as there may be a charge for obta�n�ng a copy from the 
tax off�ce.

the addresses for lodg�ng tax returns are l�sted on 
page 111.

the follow�ng are the onlY schedules that are sent w�th 
the trust tax return:
n Capital allowances schedule 2007
n Capital gains tax (CGT) schedule 2007
n Family trust election and/or family trust revocation 2007
n Interposed entity election 2007
n Losses schedule 2007
n Non-individual PAYG payment summary schedule 2007
n Personal services income schedule 2007
n Schedule 25A 2007.

some schedules, such as the th�n cap�tal�sat�on schedule, 
must be posted to a spec�f�c address. 
do not send other schedules or documents w�th your 
tax return unless �nstructed to attach them as ‘other 
attachments’. Keep any other schedules or documents 
w�th the trust’s tax records. returns lodged w�thout all the 
requ�red schedules may not be cons�dered to have been 
lodged �n the approved form. unless all schedules are 
lodged by the due date, a fa�lure to lodge on t�me penalty 
may be appl�ed.

tax offsets
a benef�c�ary may be ent�tled to cla�m certa�n tax offsets, 
such as the tax offset for:
n dependent spouse (w�thout dependent ch�ld or student)
n med�cal expenses
n pr�vate health �nsurance
n sen�or austral�ans
n pens�oner.

for more �nformat�on, see TaxPack 2007 
(nat 0976–6.2007).

if a trustee �s assessable on behalf of a benef�c�ary who �s 
presently ent�tled but under a legal d�sab�l�ty, the trustee 
may be ent�tled to tax offsets to wh�ch that benef�c�ary 
would be ent�tled. include a statement show�ng the 
type and amounts of any cla�m for a tax offset, s�gn the 
statement and attach �t to the trust tax return.

pr�nt YES �n the Have you attached any ‘other 
attachments’? box at the top of page 1 of the tax return.

Private health insurance tax offset
if you are a trustee who �s assessable on behalf of a 
benef�c�ary who �s presently ent�tled but under a legal 
d�sab�l�ty – see sect�on 98 of the itaa 1936 – and the 
benef�c�ary �s ent�tled to a tax offset under the pr�vate 
health �nsurance rebate, you can cla�m the tax offset for 
th�s rebate up to the value of any tax payable. to do th�s, 
�nclude a separate statement show�ng the deta�ls l�sted 
below, s�gn �t and attach �t to the trust tax return. pr�nt 
YES �n the Have you attached any ‘other attachments’? 
box at the top of page 1 of the tax return. the deta�ls are:
n trust name
n trust tfn
n benef�c�ary’s name
n benef�c�ary’s tfn
n amount of tax offset cla�med
n health fund membersh�p number
n health fund �dent�f�cat�on (id) code
n type of health cover prov�ded.

if the value of the pr�vate health �nsurance tax offset 
exceeds the amount of tax payable, you cannot cla�m 
a refund of any of the excess. to cla�m these excess 
amounts, the benef�c�ary must lodge the�r own personal 
�ncome tax return and make a cla�m for the full amount 
there.

age-based percentage rebates apply to prem�ums pa�d for 
appropr�ate pr�vate health �nsurance cover prov�ded on
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or after 1 apr�l 2005. deta�ls of the appl�cable pr�vate 
health �nsurance rebate level are on the annual pr�vate 
health insurance statement �ssued by the health fund to 
the member. 

for more �nformat�on on the pr�vate health �nsurance tax 
offset, see TaxPack 2007.

special cases
all trusts lodge a trust tax return except corporate un�t 
trusts and publ�c trad�ng trusts, wh�ch are taxed as 
compan�es and are therefore requ�red to lodge a Company 
tax return 2007. these ent�t�es are def�ned below and 
must apply for a company tfn.

the trust loss prov�s�ons of schedule 2f to the itaa 
1936 apply to corporate un�t trusts and publ�c trad�ng 
trusts (even though they are taxed as compan�es), except 
where the corporate un�t trust or publ�c trad�ng trust �s 
part�c�pat�ng �n the consol�dat�on reg�me for tax�ng wholly 
owned groups as a s�ngle �ncome tax ent�ty. for more 
�nformat�on about the trust loss prov�s�ons, see append�x 8. 
for deta�led �nformat�on about the treatment of losses 
under consol�dat�on, v�s�t the consol�dat�on page on our 
webs�te. 

Corporate unit trusts
a trust �s a corporate un�t trust for an �ncome year �f:
n �t qual�f�es as a publ�c un�t trust
n under an arrangement, a bus�ness or property prev�ously 

carr�ed on or owned by a company �s transferred to 
the un�t trust and the shareholders of the company are 
ent�tled to take up un�ts �n the un�t trust, and

n the trust �s e�ther a res�dent un�t trust or was a corporate 
un�t trust �n a prev�ous �ncome year.

a publ�c un�t trust for th�s purpose �s a trust whose un�ts 
are l�sted on a stock exchange or offered to the publ�c or 
held by 50 or more persons. a un�t trust �s not a publ�c 
un�t trust �f 20 or fewer persons hold 75% or more of the 
benef�c�al �nterest of the �ncome or the property of the 
trust.

a un�t trust �s a res�dent un�t trust for an �ncome year �f, at 
any t�me dur�ng the �ncome year:
n e�ther:

– any property of the un�t trust was s�tuated �n austral�a, 
or

– the trustee of the un�t trust carr�ed on bus�ness �n 
austral�a, and

n e�ther:
– the central management and control of the un�t trust 

was �n austral�a, or
– one or more persons who were res�dents held more 

than 50% of the benef�c�al �nterests �n the �ncome or 
the property of the un�t trust.

Public trading trusts
a trust �s a publ�c trad�ng trust �f:
n the trust �s a publ�c un�t trust
n the trust �s a trad�ng trust
n e�ther:

– the trust �s a res�dent un�t trust – def�ned as above 
under corporate un�t trust, or

– the trust was a publ�c trad�ng trust �n a prev�ous 
�ncome year, and

n the trust �s not a corporate un�t trust.

a publ�c un�t trust for th�s purpose �s a trust whose un�ts 
are l�sted on a stock exchange or offered to the publ�c or 
held by 50 or more persons except where 20 or fewer 
persons hold 75% or more of the benef�c�al �nterests �n the 
�ncome or property of the trust.

in add�t�on, a un�t trust �s a publ�c un�t trust �f an ent�ty 
exempt from tax, or a comply�ng superannuat�on fund, 
comply�ng approved depos�t fund (adf), or a pooled 
superannuat�on trust (pst) holds a benef�c�al �nterest �n 
20% or more of the property or �ncome of the trust, or �s 
pa�d or cred�ted w�th 20% or more of the moneys pa�d 
by the trust to the un�t holders, or an arrangement ex�sts 
whereby the two s�tuat�ons just outl�ned could have been 
obta�ned.

a trad�ng trust for th�s purpose �s a trust that carr�es on a 
bus�ness that does not cons�st wholly of:
n �nvest�ng �n land for rental, or
n �nvest�ng or trad�ng �n unsecured loans, secur�t�es, 

shares, un�ts �n a un�t trust, futures contracts, forward 
contracts, �nterest rate swap contracts, currency swap 
contracts, forward exchange rate contracts, forward 
�nterest rate contracts, l�fe �nsurance pol�c�es, or r�ghts or 
opt�ons �n any of these.

annual investment income reporting
managers of un�t trusts that are �nvestment bod�es for the 
purposes of part Va of the itaa 1936 may be requ�red 
under regulat�on 56 of the income tax regulat�ons 1936 
to lodge an Annual investment income report �f they made 
any d�str�but�ons to un�t holders dur�ng the year. the report 
requ�res deta�ls of d�str�but�ons, �nclud�ng the amounts 
pa�d and the names of the payees. for more �nformat�on, 
phone 1800 072 681.
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Payment arrangements
Paying your tax debt
income tax debts must be pa�d by the due date.

You can make payments by one of f�ve methods. these 
are expla�ned on pages 111–112. for more �nformat�on, 
phone 1800 815 886.

if the trust tax return �s lodged on t�me, any tax payable by 
the trustee �s due on the later of:
n 21 days after the due date for lodgment of the tax return 

spec�f�ed �n the leg�slat�ve �nstrument reg�stered on the 
federal reg�ster of leg�slat�ve instruments, or

n 21 days after rece�pt of the not�ce of assessment.

if the trust tax return �s lodged late or not at all, any tax 
payable by the trustee �s due 21 days after the due date 
for lodgment.

the general �nterest charge (Gic) accrues on outstand�ng 
amounts from the due date for payment. the rate used 
to calculate Gic �s der�ved by add�ng 7 percentage po�nts 
to the 90-day Bank accepted B�ll rate. the Gic rate �s 
updated quarterly.

for more �nformat�on on the Gic, phone the Bus�ness 
infol�ne (see the �ns�de back cover).

What if you cannot pay your tax debt by the  
due date?
if you cannot pay your tax debt by the due date, phone 
the account management infol�ne (see the �ns�de back 
cover) to avo�d act�on be�ng taken to recover the debt. 

We expect you to organ�se your affa�rs to ensure that you 
can pay your debt on t�me. nevertheless, we may allow 
you to pay your debt under a mutually agreed payment 
plan �f you have genu�ne d�ff�culty pay�ng your debt on t�me 
but have the capac�ty to eventually pay the debt. the Gic 
w�ll cont�nue to accrue on any outstand�ng amounts of tax 
dur�ng any payment arrangement. 

in some c�rcumstances the trustee may need to prov�de 
deta�ls of the trust’s f�nanc�al pos�t�on, �nclud�ng a 
statement of �ts assets and l�ab�l�t�es and deta�ls of �ncome 
and expend�ture. We w�ll also want to know what steps 
the trustee has taken to obta�n funds to pay �ts tax debt 
and the steps the trustee �s tak�ng to meet future tax debts 
on t�me.

comPleting the taX return

paGe 1 partnership  
tax return
attachments to the taX return 
pr�nt YES �n the Have you attached any ‘other 
attachments’? box at the top of page 1 of the partnersh�p 
tax return �f the partnersh�p has �ncluded add�t�onal 
�nformat�on. these documents are attached to the tax 
return.

taX file number (tfn)
pr�nt the tfn of the partnersh�p �n the boxes prov�ded.

name of PartnershiP
the partnersh�p name should be cons�stent from year to 
year, except �n the year of a name change.

if the partnersh�p name �s legally changed, adv�se the tax 
off�ce �n wr�t�ng at the t�me the change �s made.

australian business number (abn)
the aBn �s a s�ngle, un�que bus�ness �dent�f�er used for all 
deal�ngs w�th the austral�an Government. it �s also ava�lable 
to state, terr�tory and local government regulatory bod�es. 
ident�f�cat�on for taxat�on law purposes �s only one of the 
objects of the aBn.

pr�nt the aBn of the partnersh�p �n the boxes prov�ded 
�f the partnersh�p �s reg�stered �n the austral�an Bus�ness 
reg�ster.

follow the �nstruct�ons on the partnersh�p tax return for the 
follow�ng �tems:
n Previous name of the partnership
n Current postal address
n Postal address on previous tax return.

Note: c/- �s the preferred format for ‘care of’.

full name of the Partner to Whom 
notices should be sent
show the surname or fam�ly name and g�ven names of the 
partner to whom not�ces should be sent. if the partner �s a 
company, show the name and the aBn of the company. 

if the partner �s a trustee of a trust, show the name of the 
trust and the trustee. if the trustee �s a company show the 
name and aBn of the company.

interPosed entitY election status
th�s �tem must be completed �f any of the follow�ng apply:
n the partners have prev�ously made one or more 

�nterposed ent�ty elect�ons spec�fy�ng a day �n any 
�ncome years from 1994–95 to 2005–06 �n accordance 
w�th sect�on 272-85 of schedule 2f to the itaa 1936 
and, �f appl�cable, �tems 23 or 23a of schedule 1 to 
the Taxation Laws Amendment (Trust Loss and Other 
Deductions) Act 1998 (trust loss act); or
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n the partners are mak�ng one or more �nterposed ent�ty 
elect�ons spec�fy�ng a day �n the 2004–05 or later �ncome 
year �n accordance w�th sect�on 272-85 of schedule 2f 
to the itaa 1936.

 note
under sect�on 272-85 of schedule 2f to the itaa 1936, 
the partners cannot make an �nterposed ent�ty elect�on 
spec�fy�ng a year earl�er than 2004–05 �n the Partnership 
tax return 2007.

instruct�ons on how to complete the Interposed entity 
election 2007 are on the form �tself.

if the partnersh�p tax return �s not lodged us�ng els, send the 
tax return �nclud�ng the Interposed entity election 2007 to:
 Australian Taxation Office
 PO Box 9845
 IN YOUR CAPITAL CITY

if the partners have prev�ously made one or more elect�ons 
spec�fy�ng a day �n an �ncome year before the 2006–07 
�ncome year, wr�te the earl�est �ncome year spec�f�ed �n 
the box at th�s �tem unless the partners are mak�ng one 
or more elect�ons spec�fy�ng a day �n the 2004–05 or later 
�ncome year.

if the partners have prev�ously made one or more 
elect�ons spec�fy�ng a day �n an �ncome year before the 
2004–05 �ncome year and took advantage of the one-off 
opportun�ty �n Law Administration Practice Statement PS 
LA 2004/1 (GA) – Lodgment opportunity for family trust 
and interposed entity elections to spec�fy an earl�er year, 
wr�te the earl�est �ncome year spec�f�ed unless the partners 
are mak�ng one or more elect�ons spec�fy�ng a day �n the 
2004–05 or later �ncome year.

if the partners are mak�ng one or more �nterposed ent�ty 
elect�ons spec�fy�ng a day �n the 2004–05 or later �ncome 
year, wr�te the latest �ncome year spec�f�ed �n the box at 
th�s �tem, and complete an Interposed entity election 2007 
for each elect�on spec�fy�ng a day �n the 2004–05 or later 
�ncome year.

eXamPle 1

the partners have prev�ously made an �nterposed ent�ty 
elect�on spec�fy�ng a day �n the 1994–95 �ncome year and 
are not mak�ng another �nterposed ent�ty elect�on.

Wr�te 1995 �n the box at th�s �tem. the partners do not 
need to complete an Interposed entity election 2007.

eXamPle 2

the partners have prev�ously made an �nterposed ent�ty 
elect�on spec�fy�ng a day �n the 1996–97 �ncome year 
and want to make another �nterposed ent�ty elect�on 
spec�fy�ng a day �n the 2006–07 �ncome year.

Wr�te 2007 �n the box at th�s �tem. the partners must 
prov�de deta�ls �n an Interposed entity election 2007 of the 
elect�on they are mak�ng spec�fy�ng a day �n the 2006–07 
�ncome year.

eXamPle 3

the partners have not prev�ously made an �nterposed ent�ty 
elect�on. they now want to make an �nterposed ent�ty 
elect�on spec�fy�ng a day �n the 2004–05 �ncome year.

Wr�te 2005 �n the box at th�s �tem. the partners must 
prov�de deta�ls �n an Interposed entity election 2007 of the 
elect�on they are mak�ng spec�fy�ng a day �n the 2004–05 
�ncome year.

eXamPle 4

the partners have not prev�ously made an �nterposed 
ent�ty elect�on. they now want to make an �nterposed 
ent�ty elect�on spec�fy�ng a day �n the 2006–07 �ncome 
year.

Wr�te 2007 �n the box at th�s �tem. the partners must 
prov�de deta�ls �n an Interposed entity election 2007 of the 
elect�on they are mak�ng spec�fy�ng a day �n the 2006–07 
�ncome year.

eXamPle 5

the partners have prev�ously made an �nterposed ent�ty 
elect�on spec�fy�ng a day �n the 2002–03 �ncome year.  
the partners took advantage of the one-off opportun�ty 
�n ps la 2004/1 (Ga) by lodg�ng a declarat�on request�ng 
that the elect�on apply from the 1997–98 �ncome year.

Wr�te 1998 �n the box at th�s �tem. the partners do not 
need to complete an Interposed entity election 2007.

family trust distribution tax
a consequence of a partnersh�p mak�ng an �nterposed 
ent�ty elect�on �s that under sect�on 271-25 of schedule 
2f to the itaa 1936 a spec�al tax – fam�ly trust d�str�but�on 
tax (ftdt) – �s payable at 46.5% by the partners on any 
conferral of present ent�tlement to, or d�str�but�on of, 
�ncome or cap�tal of the partnersh�p to persons who are 
not members of the fam�ly group of the spec�f�ed �nd�v�dual 
w�th�n the mean�ng of sect�on 272-90 of schedule 2f to 
the itaa 1936.

for th�s purpose, a d�str�but�on of �ncome or cap�tal by a 
partnersh�p has the mean�ng g�ven �n sect�ons 272-55 and 
272-60 of schedule 2f to the itaa 1936.

pay ftdt by post, us�ng a Family trust distribution tax 
payment advice.

make cheques or money orders payable to the deputy 
comm�ss�oner of taxat�on and pr�nt ‘not negot�able’ across 
the cheque. tender all cheques �n austral�an dollars. do 
not send cash by post. payment addresses are l�sted on 
page 112.
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tfn of former PartnershiP 
if th�s �s the f�rst tax return of a new partnersh�p after a 
reconst�tut�on, show the tfn of the former partnersh�p �n 
the box prov�ded. for reconst�tuted partnersh�ps where 
the d�ssolut�on of the partnersh�p was only techn�cal and 
the partnersh�p bus�ness carr�ed on as per Gstr 2003/13, 
wr�te the reta�ned tfn �n the box prov�ded, even though 
�t �s common to both the former and the reconst�tuted 
partnersh�p – see Reconstituted partnerships on page 9.

final taX return
if the partnersh�p does not expect to lodge further tax 
returns, pr�nt FINAL �n the box at th�s �tem.

attach a statement to the partnersh�p tax return show�ng:
n the reason further tax returns w�ll not be lodged, and
n the manner of d�sposal of any assets of the partnersh�p �f 

not d�sclosed elsewhere on the tax return.

pr�nt YES �n the Have you attached any ‘other 
attachments’? box at the top of page 1 of the tax return.

if �t �s the f�nal tax return because the partnersh�p has been 
reconst�tuted, also �nclude �n the statement the names of 
the partners �n the new partnersh�p and the trad�ng name, 
�f any, of the new partnersh�p.

 note
if the partnersh�p �s a subs�d�ary member of a 
consol�dated group, do not pr�nt FINAL �f membersh�p 
of the consol�dated group �s the only bas�s on wh�ch 
the partnersh�p w�ll not be requ�red to lodge future 
returns.

paGe 2 partnership 
tax return
declaration
one of the partners must s�gn and date the declarat�on 
and all attached documents.

hours taken to PrePare and comPlete 
this taX return
We are comm�tted to reduc�ng the costs �nvolved �n 
comply�ng w�th your taxat�on obl�gat�ons. By complet�ng 
th�s �tem you w�ll help us to mon�tor these costs as closely 
as poss�ble. Your response to th�s �tem �s voluntary.

When complet�ng th�s �tem cons�der the t�me, rounded up 
to the nearest hour, that your bus�ness spent:
n read�ng the �nstruct�ons
n collect�ng the necessary �nformat�on to complete th�s tax 

return
n mak�ng any necessary calculat�ons
n actually complet�ng th�s tax return or putt�ng the tax 

affa�rs of your bus�ness �n order, so that the �nformat�on 
could be handed to your tax agent.

the answer should relate to the t�me the partners and tax 
agent spent �n prepar�ng and complet�ng the tax return. 

th�s �ncludes the t�me spent by any other person whose 
ass�stance was obta�ned �n do�ng th�s – such as an 
employee.

 tax aGents
if you are prepar�ng th�s tax return on behalf of your 
cl�ent, �nclude your t�me and a rel�able est�mate of the�r 
t�me.

taX agent’s declaration
if the tax agent �s a partnersh�p or a company, th�s 
declarat�on �s s�gned �n the name of that partnersh�p or 
company by a person who �s reg�stered as a nom�nee of 
that partnersh�p or company. pr�nt that person’s name at 
th�s �tem also.

paGe 1 trust tax return
attachments to the taX return 
pr�nt YES �n the Have you attached any ‘other 
attachments’? box at the top of page 1 of the trust tax 
return �f the trust has �ncluded add�t�onal �nformat�on. 
these documents are attached to the tax return.

taX file number (tfn)
pr�nt the tfn of the trust �n the boxes prov�ded.

name of trust
the trust name should be cons�stent from year to year, 
except �n the year of a name change.

if the trust name �s legally changed, send wr�tten 
adv�ce of the change to the tax off�ce at the t�me the 
change �s made. do not show part�culars of trustees or 
adm�n�strators at th�s �tem.

australian business number (abn)
the aBn �s a s�ngle, un�que bus�ness �dent�f�er used for 
all deal�ngs w�th the austral�an Government. it �s also 
ava�lable to state, terr�tory and local government regulatory 
bod�es. ident�f�cat�on for taxat�on law purposes �s only one 
of the objects of the aBn.

pr�nt the aBn of the trust �n the boxes prov�ded �f the trust 
�s reg�stered �n the austral�an Bus�ness reg�ster.

follow the �nstruct�ons on the trust tax return for the 
follow�ng �tems:
n Previous name of the trust
n Current postal address
n Postal address on previous tax return.

full name of the trustee to Whom 
notices should be sent
show the surname or fam�ly name and g�ven names of the 
trustee to whom not�ces should be sent. if the trustee �s a 
company, show the name and aBn of the company.
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if the trust compr�ses the property of a bankrupt and 
the estate �s be�ng adm�n�stered by the off�c�al rece�ver, 
pr�nt OFFICIAL TRUSTEE IN BANKRUPTCY �n the box 
prov�ded for the company name. leave the �nd�v�dual 
name box blank.

daytime contact phone number
pr�nt a phone number on wh�ch the trustee can be 
contacted dur�ng bus�ness hours.

familY trust/interPosed 
entitY election status
th�s �tem must be completed �f any of the follow�ng apply. 
the trustee of the trust:
n has prev�ously made a fam�ly trust elect�on spec�fy�ng an 

�ncome year from 1994–95 to 2005–06 �n accordance 
w�th sect�on 272-80 of schedule 2f to the itaa 1936 
and, �f appl�cable, �tems 22 or 22a of schedule 1 to the 
trust loss act, and that elect�on has not been revoked 
�n accordance w�th subsect�ons 272-80(6) to (8) of 
schedule 2f to the itaa 1936 �n an �ncome year before 
the 2006–07 �ncome year; or

n �s mak�ng a fam�ly trust elect�on spec�fy�ng the 2004–05 
or later �ncome year �n accordance w�th sect�on 272-80 
of schedule 2f to the itaa 1936; or

n has prev�ously made one or more �nterposed ent�ty 
elect�ons spec�fy�ng a day �n any �ncome year from 
1994–95 to 2005–06 �n accordance w�th sect�on  
272-85 of schedule 2f to the itaa 1936 and, �f 
appl�cable, �tems 23 or 23a of schedule 1 to the trust 
loss act; or

n �s mak�ng one or more �nterposed ent�ty elect�ons 
spec�fy�ng a day �n the 2004–05 or later �ncome year �n 
accordance w�th sect�on 272-85 of schedule 2f to the 
itaa 1936; or

n �s revok�ng from a t�me �n the 2006–07 �ncome year 
a prev�ously made fam�ly trust elect�on �n accordance 
w�th sect�ons 272-80(6) to (8) of schedule 2f to the 
itaa 1936.

do not attach elect�on forms for fam�ly trust and 
�nterposed ent�ty elect�ons made spec�fy�ng an �ncome 
year before the 2004–05 �ncome year to the Trust tax 
return 2007.

 note
under sect�ons 272-80 and 272-85 of schedule 2f to 
the itaa 1936, a trustee cannot make a fam�ly trust 
elect�on or an �nterposed ent�ty elect�on spec�fy�ng a year 
earl�er than 2004–05 �n the Trust tax return 2007.

instruct�ons on how to complete the Family trust election 
and/or family trust revocation 2007 and Interposed entity 
election 2007 are on the forms themselves.
if the trust tax return �s not lodged us�ng els and elect�ons 
are be�ng lodged w�th the trust’s 2007 tax return, send the 
tax return and the elect�ons to:
 Australian Taxation Office
 GPO Box 9845
 in your capital city

family trust election status
if the trustees have prev�ously made a fam�ly trust elect�on 
spec�fy�ng an �ncome year before the 2006–07 �ncome 
year, wr�te the appropr�ate �ncome year �n the box at th�s 
�tem.

if the trustees have prev�ously made a fam�ly trust elect�on 
spec�fy�ng an �ncome year before the 2004–05 �ncome 
year and took advantage of the one-off opportun�ty �n 
ps la 2004/1 (Ga) to spec�fy an earl�er year, wr�te the 
earl�er �ncome year spec�f�ed.

if the trustees are mak�ng a fam�ly trust elect�on spec�fy�ng 
the 2004-05 or later �ncome year, wr�te the appropr�ate 
�ncome year �n the box at th�s �tem and complete a 
Family trust election and/or family trust revocation 2007 
spec�fy�ng the 2004–05 or later �ncome year.

if the trustees of the trust have not made or are not 
mak�ng a fam�ly trust elect�on, do not compete th�s �tem.

interposed entity election status
Wr�te �n the box at th�s �tem the �ncome year spec�f�ed that 
corresponds to the �nterposed ent�ty elect�on status of the 
trust. Wr�te the �ncome year that has been spec�f�ed �n the 
�nterposed ent�ty elect�on made by the trustees (�f only one 
�nterposed ent�ty elect�on has been made) or the earl�est 
�ncome year wh�ch has been spec�f�ed �n all of the �nterposed 
ent�ty elect�ons made by the trustees (�f more than one 
�nterposed ent�ty elect�on has been made) or the 2005 or 
later �ncome year �f an �nterposed ent�ty elect�on �s be�ng 
made spec�fy�ng a day �n the 2004–05 or later �ncome year. 
if the trustees of the trust have not made or are not mak�ng 
any �nterposed ent�ty elect�ons, do not complete th�s �tem.

revocation
a fam�ly trust elect�on can only be revoked by a trust that 
was a f�xed trust at the beg�nn�ng of the spec�f�ed �ncome 
year and that sat�sf�es all of the cond�t�ons �n subsect�ons 
272-80(6) to (8) of schedule 2f to the itaa 1936.

pr�nt code R �n the box at th�s �tem �f the fam�ly trust 
elect�on made by the trust �s be�ng revoked from a t�me 
�n the 2006–07 �ncome year. a Family trust election  
and/or family trust revocation 2007 must be completed 
and lodged w�th the current year tax return of the trust.

eXamPle 6 

the trustee has prev�ously made a fam�ly trust elect�on 
spec�fy�ng the 1994–95 �ncome year and an �nterposed 
ent�ty elect�on spec�fy�ng a day �n the 1994–95 �ncome 
year.

Wr�te 1995 �n the box at th�s �tem for the fam�ly trust 
elect�on status and wr�te 1995 �n the box at th�s �tem for 
the �nterposed ent�ty elect�on status. the trustee does 
not need to complete a Family trust election and/or family 
trust revocation 2007 or an Interposed entity election 
2007.
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eXamPle 7 

the trustee prev�ously made a fam�ly trust elect�on 
spec�fy�ng the 1996–97 �ncome year and an �nterposed 
ent�ty elect�on spec�fy�ng a day �n the 1997–98 �ncome 
year. the trustee makes another �nterposed ent�ty elect�on 
spec�fy�ng a day �n the 2006–07 �ncome year.

Wr�te 1997 �n the box at th�s �tem for the fam�ly trust 
elect�on status and wr�te 2007 �n the box at th�s �tem for 
the interposed ent�ty elect�on status. the trustee prov�des 
deta�ls �n an Interposed entity election 2007 of the elect�on 
the trust �s mak�ng spec�fy�ng a day �n the 2006–07 
�ncome year.

eXamPle 8 

the trustee has not prev�ously made a fam�ly trust elect�on 
spec�fy�ng an �ncome year before the 2004–05 �ncome 
year or an �nterposed ent�ty elect�on spec�fy�ng a day �n an 
�ncome year before the 2004–05 �ncome year. the trustee 
dec�des to make a fam�ly trust elect�on spec�fy�ng the 
2004–05 �ncome year and an �nterposed ent�ty elect�on 
spec�fy�ng a day �n the 2004–05 �ncome year.

Wr�te 2005 �n the box at th�s �tem for the fam�ly trust 
elect�on status and wr�te 2005 �n the box at th�s �tem for 
the interposed ent�ty elect�on status. the trustee prov�des 
deta�ls �n a Family trust election and/or family trust 
revocation 2007 of the elect�on the trust �s mak�ng.

eXamPle 9 

the trustee has not prev�ously made a fam�ly trust elect�on 
spec�fy�ng an �ncome year before the 2005–06 �ncome 
year or an �nterposed ent�ty elect�on spec�fy�ng a day �n 
an �ncome year before the 2006–07 �ncome year, but the 
trustee wants to make a fam�ly trust elect�on spec�fy�ng 
the 2006–07 �ncome year and an �nterposed ent�ty 
elect�on spec�fy�ng a day �n the 2006–07 �ncome year.

Wr�te 2007 �n the box at th�s �tem for the fam�ly trust 
elect�on status and wr�te 2007 �n the box at th�s �tem 
for the interposed ent�ty elect�on status. the trustee 
prov�des deta�ls �n a Family trust election and/or family 
trust revocation 2007 of the elect�on the trust �s mak�ng 
spec�fy�ng the 2006–07 �ncome year and an Interposed 
entity election 2007 of the elect�on the trust �s mak�ng 
spec�fy�ng a day �n the 2006–07 �ncome year.

eXamPle 10

the trustee prev�ously made a fam�ly trust elect�on 
spec�fy�ng the 1995–96 �ncome year and �s revok�ng the 
fam�ly trust elect�on from a day �n the 2006–07 �ncome 
year �n accordance w�th subsect�ons 272-80(6) to (8) of 
schedule 2f to the itaa 1936 and has not made any 
�nterposed ent�ty elect�ons.

Wr�te 1996 �n the box at th�s �tem for the fam�ly trust 
elect�on status and pr�nt R �n the box at th�s �tem �f the 
trustee �s revok�ng a fam�ly trust elect�on. the Family trust 
election and/or family trust revocation 2007 �s completed 
and lodged w�th the tax off�ce.

eXamPle 11

the trustee prev�ously made a fam�ly trust elect�on 
spec�fy�ng the 2000–01 �ncome year. 

the trustee took advantage of the one-off opportun�ty �n 
ps la 2004/1 (Ga) by lodg�ng a declarat�on request�ng 
that the elect�on apply from the 1995–96 �ncome year.

Wr�te 1996 �n the box at th�s �tem for the fam�ly trust 
elect�on status. the trustee does not need to complete a 
Family trust election and/or family trust revocation 2007.

family trust distribution tax (ftdt)
a consequence of a trust mak�ng an �nterposed ent�ty 
elect�on or a fam�ly trust elect�on �s that under sect�on 
271-20 of schedule 2f to the itaa 1936 a spec�al tax 
– fam�ly trust d�str�but�on tax (ftdt) – �s payable at 46.5% 
by the trustee on any conferral of present ent�tlement to, 
or d�str�but�on of, �ncome or cap�tal of the trust to persons 
who are not members of the fam�ly group of the spec�f�ed 
�nd�v�dual w�th�n the mean�ng of sect�on 272-90 of schedule 
2f to the itaa 1936. for th�s purpose, a d�str�but�on 
of �ncome or cap�tal by a trust has the mean�ng g�ven 
�n sect�ons 272-45 and 272-60 of schedule 2f to the 
itaa 1936.

pay ftdt by post, us�ng a Family trust distribution tax 
payment advice.

make cheques or money orders payable to the deputy 
comm�ss�oner of taxat�on and pr�nt ‘not negot�able’ across 
the cheque. tender all cheques �n austral�an dollars. do 
not send cash by post. see Payment on page 112 for 
address deta�ls.
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tYPe of trust
pr�nt �n the f�rst box at th�s �tem the code from table 1 
that best descr�bes the type of trust for wh�ch the trust tax 
return �s be�ng lodged. descr�pt�ons of the types of trust 
l�sted �n table 1 are at table 2.

table 1 

Code Type

D deceased estate

F f�xed trust – other than a f�xed un�t trust or 
publ�c un�t trust descr�bed �n U, P or Q

H hybr�d trust

S d�scret�onary trust – where the ma�n source 
of �ncome of the trust �s from serv�ce and/or 
management act�v�t�es

T d�scret�onary trust – where the ma�n source of 
�ncome of the trust �s from trad�ng act�v�t�es

I d�scret�onary trust – where the ma�n source of 
�ncome of the trust �s from �nvestment act�v�t�es

M cash management un�t trust

U f�xed un�t trust – other than a publ�c un�t trust 
descr�bed �n P or Q

P publ�c un�t trust (l�sted) – other than a cash 
management un�t trust

Q publ�c un�t trust (unl�sted) – other than a cash 
management un�t trust.

table 2 

Deceased estate

see append�x 9.

Fixed trust
a trust �n wh�ch persons have f�xed ent�tlements – as 
def�ned �n sect�on 272-5 of schedule 2f to the itaa 
1936 – to all of the �ncome and cap�tal of the trust at all 
t�mes dur�ng the �ncome year.

Hybrid trust
a trust wh�ch �s not a f�xed trust but �n wh�ch persons 
have f�xed ent�tlements – as def�ned �n sect�on 272-5 of 
schedule 2f to the itaa 1936 – to �ncome or cap�tal of 
the trust dur�ng the �ncome year.

Discretionary trust
a trust wh�ch �s ne�ther a f�xed trust nor a hybr�d trust 
and under wh�ch persons benef�t from �ncome or cap�tal 
of the trust upon the exerc�se of d�scret�on by persons, 
usually the trustee.

Fixed unit trust
a f�xed trust �n wh�ch �nterest �n the �ncome and cap�tal 
of the trust are represented by un�ts.

Public unit trust
a f�xed un�t trust wh�ch �s a w�dely held un�t trust – as 
def�ned �n sect�on 272-105 of schedule 2f to the 
itaa 1936 – at all t�mes dur�ng the �ncome year.

Public unit trust – listed
a publ�c un�t trust �n wh�ch any of �ts un�ts were l�sted 
for quotat�on on the off�c�al l�st of a stock exchange �n 
austral�a or elsewhere dur�ng the �ncome year.

Public unit trust – unlisted
a publ�c un�t trust �n wh�ch none of �ts un�ts was l�sted 
for quotat�on on the off�c�al l�st of a stock exchange �n 
austral�a or elsewhere dur�ng the �ncome year.

Charitable trust
if the trust �s also an �tem 1.5 char�table trust �n sect�on 50-5 
of the itaa 1997, pr�nt X �n the centre box at th�s �tem.
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is anY taX PaYable bY the trustee?
the trustee �s l�able to pay tax:
n on net �ncome to wh�ch no benef�c�ary �s presently 

ent�tled – see Is the beneficiary not presently 
entitled? on page 65

n on behalf of a benef�c�ary who �s presently ent�tled to a 
share of the net �ncome of the trust but �s not a res�dent 
at the end of the �ncome year – see Non-resident 
beneficiaries – additional information on page 68

n on behalf of a benef�c�ary who �s presently ent�tled to a 
share of the net �ncome of the trust but �s under a legal 
d�sab�l�ty – see append�x 11.

if the benef�c�ary �s not under a legal d�sab�l�ty and �s a 
res�dent at the end of the �ncome year, the benef�c�ary 
– not the trustee – �s taxed on the share of net �ncome to 
wh�ch the benef�c�ary �s presently ent�tled.

if the trustee �s l�able to pay any tax, pr�nt Y for yes �n 
the box at th�s �tem even �f payments have been made �n 
advance. otherw�se pr�nt N for no.

the benef�c�ary and/or trustee pays tax on the net �ncome 
of the trust. net �ncome means the total assessable 
�ncome calculated as �f the trustee was a res�dent 
taxpayer, less all allowable deduct�ons, except deduct�ons 
for net farm management depos�ts. (for more �nformat�on, 
see append�x 11). in the case of any benef�c�ary w�th no 
benef�c�al �nterest �n the trust corpus, past losses are 
requ�red to be met out of corpus.

request for a non-taxable advice
if the trustee �s not assessed on �ncome and a non-taxable 
adv�ce �s requ�red, attach a request headed ‘request for a 
non-taxable adv�ce’ to the trust tax return. include the trust 
name and tfn w�th the deta�ls, s�gn �t and attach �t to the 
tax return. pr�nt YES �n the Have you attached any ‘other 
attachments’? box at the top of page 1 of the tax return.

final taX return
if the trustee does not expect to lodge further tax returns, 
pr�nt FINAL �n the box at th�s �tem.

attach a statement headed ‘f�nal trust tax return’ to the 
trust tax return show�ng:
n the reason further tax returns w�ll not be lodged, and
n the manner of d�sposal of any assets of the trust �f not 

d�sclosed elsewhere on the tax return.

pr�nt YES �n the Have you attached any ‘other 
attachments’? box at the top of page 1 of the tax return.

 note
if the trust �s a subs�d�ary member of a consol�dated 
group, do not pr�nt FINAL �f membersh�p of the 
consol�dated group �s the only bas�s on wh�ch the trust 
w�ll not be requ�red to lodge future returns.

paGe 2 trust tax return
electronic funds transfer (eft)
direct refund
We can depos�t a tax refund due to a trustee d�rectly �nto 
a bank, cred�t un�on or bu�ld�ng soc�ety account of your 
cho�ce us�ng electron�c funds transfer (eft) – for example, 
a tax agent’s account.

take care when complet�ng eft deta�ls as payment of any 
refund �s made to the account spec�f�ed.

If direct refund is not required
if the trustee does not want to use eft, or w�shes to 
cancel the ex�st�ng eft author�ty, pr�nt N for no at Do you 
want to use EFT for your refund this year?

To use direct refund
pr�nt Y for yes at Do you want to use EFT for your 
refund this year?

complete the follow�ng:
n pr�nt the bank state branch (BsB) number �n the BSB 

number box. th�s s�x-d�g�t number �dent�f�es the f�nanc�al 
�nst�tut�on. do not �nclude spaces, dashes or hyphens �n 
the number.

n pr�nt the account number �n the Account number box. 
You cannot use an account number w�th more than 
n�ne characters. do not �nclude spaces �n the account 
number.

n pr�nt the account name, as shown on the account records, 
�n the Account name box. do not pr�nt the account 
type – for example sav�ngs, cheque or mortgage offset. 
include spaces between each word and between �n�t�als 
�n the account name. Jo�nt accounts are acceptable. the 
account name must not exceed 32 characters.

direct debit
the trustee can pay tax ow�ng d�rectly from the�r account 
us�ng eft. a trustee can prov�de separate account deta�ls 
for d�rect deb�t and d�rect refund.

To use direct debit
trustees can arrange d�rect deb�t by us�ng a tax agent that 
can lodge returns through the electron�c lodgment serv�ce 
(els), or by complet�ng a d�rect deb�t request form, ava�lable 
from the tax off�ce. allow at least f�ve work�ng days for 
process�ng of the d�rect deb�t request form. tax agents 
can transm�t payment deta�ls up to three work�ng days 
before the due date once the d�rect deb�t request has been 
processed. phone 1800 802 308 for more �nformat�on.

if the trustee used d�rect deb�t last year and the account 
deta�ls prov�ded are correct you do not need to make 
another request. the not�ce of assessment w�ll d�splay 
a message that the tax debt w�ll be deb�ted from the 
nom�nated account on the due date.

if the account deta�ls have changed complete a d�rect 
deb�t request �f you want to use d�rect deb�t th�s year.

a d�rect deb�t request rema�ns �n force unt�l �t �s cancelled. 
cancellat�ons must be rece�ved three bus�ness days 
before the payment date.
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remainder of 
partnership tax return 
and trust tax return
1 descriPtion of main business 
activitY
descr�be as accurately as poss�ble the bus�ness act�v�ty 
from wh�ch the partnersh�p or trust der�ved the most 
gross �ncome – for example, beef cattle breed�ng, 
vegetable grow�ng, cloth�ng manufactur�ng, confect�onary 
wholesal�ng, domest�c appl�ance reta�l�ng, �nvest�ng �n 
shares and stocks, �nvest�ng �n res�dent�al property. do not 
use general descr�pt�ons such as farm�ng, manufactur�ng, 
wholesal�ng, �nvest�ng or trust.

industry code
show at a  the appropr�ate �ndustry code for the 
partnersh�p’s or trust’s ma�n bus�ness. the code can be 
obta�ned by us�ng the Business industry codes 2007 
(nat 1827–6.2007), ava�lable on our webs�te.

code the bus�ness act�v�ty as accurately as poss�ble us�ng 
the bus�ness �ndustry codes �n Business industry codes 
2007. the �ndustry code �s made up of f�ve d�g�ts. for 
example, �f the �ndustry �s ‘da�ry cattle farm�ng’, the code 
on the tax return �s shown as ‘01600’.

an �ncorrect code may result �n cl�ents not rece�v�ng a 
necessary serv�ce or mater�al from the tax off�ce, or could 
lead to �ncorrect target�ng of aud�ts. the �ndustry code 
prov�ded �s also used to publ�sh �ndustry benchmarks �n the 
Taxation Statistics publ�cat�on, ava�lable on our webs�te.

the �ndustry cod�ng reg�me used by the tax off�ce �s 
a mod�f�ed vers�on of the Australian and New Zealand 
Standard Industrial Classification (anZsic), produced 
jo�ntly by the austral�an Bureau of stat�st�cs (aBs) and 
stat�st�cs new Zealand.

2 status of business
pr�nt X at, b1 , b2 , or b3  to show the appropr�ate 
descr�pt�on for the status of the bus�ness. if more than one 
select�on appl�es, select the f�rst appl�cable opt�on. if none 
of the select�ons appl�es, leave b1  to b3  blank.

consolidation status
pr�nt X at z2  �f the partnersh�p or trust was a subs�d�ary 
member of a consol�dated group at any t�me dur�ng the 
�ncome year.

in th�s case the tax return �s for the per�od dur�ng wh�ch 
the partnersh�p or trust was not a subs�d�ary member of a 
consol�dated group �n the �ncome year. if z2  �s completed, 
the partnersh�p or trust does not need to complete a th�n 
cap�tal�sat�on schedule, or schedule 25a. also, the trust 
does not need to complete a cap�tal ga�ns tax schedule.

 note
there �s no prov�s�on for a d�rect deb�t elect�on on the 
tax return. the d�rect deb�t request �s ava�lable on our 
webs�te. the d�rect deb�t request �s also ava�lable as 
part of els software packages.

declaration
the trustee or publ�c off�cer must s�gn and date the 
declarat�on and all attached documents.

hours taken to PrePare and comPlete 
this taX return
We are comm�tted to reduc�ng the costs �nvolved �n 
comply�ng w�th your taxat�on obl�gat�ons. By complet�ng 
th�s �tem you w�ll help us to mon�tor these costs as closely 
as poss�ble. Your response to th�s �tem �s voluntary.

When complet�ng th�s �tem cons�der the t�me, rounded up 
to the nearest hour, that your bus�ness spent:
n read�ng the �nstruct�ons
n collect�ng the necessary �nformat�on to complete th�s tax 

return
n mak�ng any necessary calculat�ons
n actually complet�ng th�s tax return or putt�ng the tax 

affa�rs of your bus�ness �n order so the �nformat�on could 
be handed to your tax agent.

the answer should relate to the t�me both the trustee and 
tax agent spent �n prepar�ng and complet�ng the tax return. 
th�s �ncludes the t�me spent by any other person whose 
ass�stance was obta�ned �n do�ng th�s, such as an employee.

 tax aGents
if you are prepar�ng th�s tax return on behalf of your 
cl�ent, �nclude your t�me and a rel�able est�mate of the�r 
t�me.

taX agent’s declaration
if the tax agent �s a partnersh�p or a company, th�s 
declarat�on �s s�gned �n the name of that partnersh�p or 
company by a person who �s reg�stered as a nom�nee of 
that partnersh�p or company. pr�nt that person’s name at 
th�s �tem also.
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3 simPlified taX sYstem (sts) elections
the sts �s an alternat�ve method of determ�n�ng taxable 
�ncome for el�g�ble taxpayers. part�c�pat�on �n the sts �s 
opt�onal.

only complete th�s �tem �f the partnersh�p or trust �s:
n elect�ng to enter the sts and �s el�g�ble to do so
n cont�nu�ng �n the sts and �s el�g�ble to do so, or
n ex�t�ng from the sts.

if the partnersh�p or trust wants to enter the sts and 
�s el�g�ble to do so, complete, g , h  and i . if the 
partnersh�p or trust wants to cont�nue �n the sts and �s 
el�g�ble to do so, complete g , r  and i .

if the partnersh�p or trust �s ex�t�ng from the sts, �t must 
complete s  or t . see Exiting from the STS on page 22.

do not complete th�s �tem �f the partnersh�p or trust:
n �s not el�g�ble to enter the sts, or
n �s el�g�ble but does not want to enter the sts.

is the partnership or trust eligible to enter or 
continue in the sts?
the partnersh�p or trust �s el�g�ble to be an sts taxpayer 
for an �ncome year �f:
n the partnersh�p or trust carr�es on a bus�ness
n the partnersh�p or trust has an ‘sts average turnover’ of 

less than $1 m�ll�on. the sts average turnover �ncludes 
the turnover of any ent�t�es that the partnersh�p or trust �s 
‘grouped w�th’, and

n the partnersh�p or trust, together w�th any ent�t�es 
that the partnersh�p or trust �s ‘grouped w�th’, has 
deprec�at�ng assets w�th a total adjustable value of less 
than $3 m�ll�on at the end of the year.

 note
Proposed changes to small business concessions
proposed changes for the 2007–08 �ncome year w�ll 
make �t eas�er to access a range of small bus�ness 
concess�ons, �nclud�ng the concess�ons conta�ned �n the 
current s�mpl�f�ed tax system.

the proposed changes �nclude �ncreas�ng the annual 
turnover threshold to $2 m�ll�on and remov�ng the 
$3 m�ll�on deprec�at�ng asset test from the el�g�b�l�ty 
requ�rements. these proposed changes w�ll operate for 
the 2007–08 and later �ncome years.

grouping rules
spec�al rules called the sts group�ng rules w�ll determ�ne 
who the partnersh�p or trust �s ‘grouped w�th’. these rules 
prevent larger bus�nesses from structur�ng or restructur�ng 
the�r affa�rs to take advantage of the sts. for more 
�nformat�on on the group�ng rules see Taxation Ruling 
TR 2002/6 – Income tax: simplified tax system: eligibility 
– grouping rules (*STS affiliate, control of non fixed trusts), 
or phone the Bus�ness infol�ne (see the �ns�de back cover).

eligibility tests
for the year of �ncome, the partnersh�p or trust must have 
sat�sf�ed all three el�g�b�l�ty tests l�sted below.

Test 1
Was the partnership or trust carrying on a business 
during the year?
if the partnersh�p or trust carr�ed on a bus�ness at any t�me 
dur�ng the year of �ncome, �t sat�sf�es th�s test.

Test 2
Is the partnership’s or trust’s STS average turnover less 
than $1 million?
the sts average turnover for an �ncome year �s worked 
out e�ther by look�ng back to actual turnover �n prev�ous 
years, or look�ng forward to est�mated future turnover. 
Before work�ng out the partnersh�p’s or trust’s sts average 
turnover, you need to know �ts sts group turnover.

sts group turnover �s the value of bus�ness suppl�es 
the partnersh�p or trust makes �n the ord�nary course 
of �ts bus�ness and the value of bus�ness suppl�es any 
bus�nesses the partnersh�p or trust �s grouped w�th makes 
�n the ord�nary course of the�r bus�ness. it does not �nclude 
any bus�ness suppl�es made between the partnersh�p or 
trust and bus�nesses �t �s grouped w�th. 

if the partnersh�p or trust sells reta�l fuel (typ�cally a serv�ce 
stat�on operator), the�r sts group turnover for an �ncome 
year �s reduced by the value of bus�ness suppl�es that 
relate to the supply of reta�l fuel.

for more �nformat�on on calculat�ng sts average turnover, 
see Taxation Ruling TR 2002/11 – Income tax: simplified 
tax system eligibility – STS average turnover.

Look back method
under the look back method, you generally calculate 
the sts average turnover us�ng the average of the 
partnersh�p’s or trust’s ‘sts group turnovers’ of any 
three years out of the prev�ous four �ncome years 
(exclud�ng the current year). if the partnersh�p or trust 
has been �n bus�ness for less than three years, calculate 
the partnersh�p’s or trust’s sts average turnover for the 
number of years �t has been �n bus�ness (exclud�ng the 
current year).

if the partnersh�p’s or trust’s bus�ness has operated for only 
part of any of those years, use a reasonable est�mate of 
what the partnersh�p’s or trust’s turnover for the year would 
have been �f �t were �n bus�ness for the full year.

use the follow�ng table to ass�st you w�th the calculat�on.

table 6

Income year STS group turnover

2002–03 $

2003–04 $

2004–05 $

2005–06 $
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cross out the largest turnover amount �f the partnersh�p 
or trust has been �n bus�ness for each of the four �ncome 
years.

total of the three* years $

d�v�de by 3*.

sts average turnover $

* or the number of years the partnersh�p or trust has 
been �n bus�ness �f less than three years

if the sts average turnover �s less than $1 m�ll�on, the 
partnersh�p or trust sat�sf�es th�s test and needs to cons�der 
test 3. otherw�se read on.

Look forward method
under the look forward method, calculate the sts average 
turnover us�ng a reasonable est�mate of sts group 
turnovers for the current year and the two follow�ng years 
(�gnor�ng any of those years for wh�ch the partnersh�p 
or trust does not expect to be carry�ng on a bus�ness 
at any t�me �n that year). alternat�vely, you can use the 
partnersh�p’s or trust’s actual sts group turnover for the 
current year and a reasonable est�mate of �ts sts group 
turnover for each of the follow�ng two �ncome years 
(�gnor�ng any of those years for wh�ch the partnersh�p or 
trust does not expect to be carry�ng on a bus�ness at any 
t�me �n that year).

if the partnersh�p or trust (or a grouped ent�ty) has been 
�n bus�ness for only part of the current year, �t must use 
a reasonable est�mate of what the turnover for th�s year 
would have been �f �t was �n bus�ness for the full year.

use the follow�ng table to ass�st you w�th the calculat�on.

table 7

Income year STS group turnover

2006–07 $

2007–08 $

2008–09 $

total $

d�v�de by 3*.

sts average turnover $

* or the number of relevant years �f less than three years 
(see above)

if the partnersh�p’s or trust’s sts average turnover �s less 
than $1 m�ll�on �t sat�sf�es th�s test.

Test 3
Did the partnership or trust and any businesses it is 
grouped with have depreciating assets with a total 
adjustable value of less than $3 million at 30 June 2007?

Broadly, the adjustable value of a deprec�at�ng asset �s 
�ts cost less �ts decl�ne �n value s�nce �t was f�rst used, or 
�nstalled ready for use, for any purpose whether bus�ness 
or pr�vate. it �s the value at the end of the year of �ncome 
that �s relevant.

if the total adjustable value of the partnersh�p’s or trust’s 
deprec�at�ng assets and those of ent�t�es �t was grouped 
w�th for the �ncome year ended 30 June 2007, was less 
than $3 m�ll�on at th�s t�me, the partnersh�p or trust sat�sf�es 
th�s test.

Did the partnership or trust satisfy all three eligibility 
tests?
if the partnersh�p or trust d�d not sat�sfy all three el�g�b�l�ty 
tests, �t �s not el�g�ble to enter the sts. leave g , h , r  
and i  blank.

entering the sts
if the partnersh�p or trust does sat�sfy all three el�g�b�l�ty 
tests and wants to enter the sts, complete g , h , and i .

pr�nt Y for yes at g  and h .

pr�nt Y for yes at i  �f the partnersh�p or trust �s grouped 
w�th another ent�ty for any year relevant to the calculat�on of 
sts average turnover; otherw�se pr�nt N for no at i .

continuing in the sts
if the partnersh�p or trust does sat�sfy all three el�g�b�l�ty 
tests and wants to cont�nue �n the sts, complete g , r  
and i .

pr�nt Y for yes at g  and r .

pr�nt Y for yes at i  �f the partnersh�p or trust �s grouped 
w�th another ent�ty for any year relevant to the calculat�on of 
sts average turnover; otherw�se pr�nt N for no at i .

exiting from the sts
if the partnersh�p or trust does sat�sfy all three el�g�b�l�ty 
tests but wants to ex�t from the sts, complete s . pr�nt Y 
for yes at s . leave all other labels at �tem 3 blank.

if the partnersh�p or trust does not sat�sfy all three el�g�b�l�ty 
tests �t must ex�t from the sts and must complete t . pr�nt 
Y for yes at t . leave all other labels at �tem 3 blank.

if the partnersh�p or trust chooses to leave the sts, �t 
cannot re-enter the sts aga�n unt�l at least f�ve years after 
the �ncome year for wh�ch �t was last an sts taxpayer.

 note
under trans�t�onal arrangements, �f you chose to ex�t the 
sts for an �ncome year beg�nn�ng before 1 July 2005, 
you w�ll be able to re-enter the sts dur�ng the per�od 
of f�ve years start�ng on 1 July 2005 (�f you are el�g�ble) 
w�thout hav�ng to wa�t f�ve years.
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4 did You sell anY goods or services 
using the internet?
pr�nt Y for yes at Q  �f, �n der�v�ng �ncome, you used the 
�nternet to:
n rece�ve orders for goods and/or serv�ces – for example, 

you rece�ved orders by ema�l or a web page form rather 
than by convent�onal post, phone or facs�m�le

n rece�ve payment for goods and/or serv�ces – for 
example, you rece�ved:
– cred�t card or charge card deta�ls by ema�l or web 

page form rather than by convent�onal post, phone or 
facs�m�le

– d�g�tal cash
n del�ver goods and/or serv�ces – for example, you:

– used ema�l, the world w�de web (www) or f�le transfer 
protocol (ftp) to del�ver d�g�t�sed mus�c, news art�cles 
or software rather than convent�onal post to del�ver 
software on a d�sc

– used ema�l, �n conjunct�on w�th a webs�te, to g�ve 
adv�ce and rece�ved a payment �n connect�on w�th th�s 
adv�ce

– advert�sed goods or serv�ces of other bus�nesses for a 
fee on the �nternet

– hosted webs�tes, or
– prov�ded access to the �nternet.

pr�nt N for no at Q , �f you only used the �nternet to:
n advert�se your goods or serv�ces
n g�ve support to your customers
n buy your stock
n do your bank�ng onl�ne.

income excludinG 
foreiGn income
5 business income and eXPenses
the amounts �ncluded �n bus�ness �ncome – c  to g  and 
d  to h  – and expenses – P  to n  – are account�ng 
system amounts subject to two except�ons for sts 
taxpayers.

sts taxpayers should use tax values for the�r clos�ng stock 
�n calculat�ng the�r cost of sales shown at e , and for the�r 
deprec�at�on expenses at k .

the account�ng system amounts are shown or �ncluded on 
the bus�ness prof�t and loss statements and form the bas�s 
of the calculat�on of the bus�ness net prof�t or loss. make 
adjustments to these account�ng amounts for tax purposes 
at Reconciliation items.

Gst �s payable by ent�t�es that are reg�stered, or requ�red 
to be reg�stered, for Gst. if Gst �s payable on �ncome, 
exclude the Gst from the �ncome der�ved. exclude �nput 
tax cred�t ent�tlements on outgo�ngs from deduct�ons. 
some Gst adjustments – occurr�ng, for example, where 
the percentage of bus�ness use of an asset changes 
– may be �ncluded �n assessable �ncome or allowed as 
deduct�ons.

only �nclude at �tem 5:
n bus�ness �ncome amounts der�ved d�rectly by the 

partnersh�p or trust. include d�str�but�ons rece�ved from 
other partnersh�ps and trusts at �tem 8 Partnerships and 
trusts.

n austral�an sourced �ncome. include fore�gn source 
�ncome at:
– �tem 19 Attributed foreign income, and/or
– �tem 20 Other assessable foreign source income.

income and expenses are d�v�ded �nto three columns:
n pr�mary product�on – show�ng relevant amounts of 

�ncome and expenses from pr�mary product�on
n non-pr�mary product�on – show�ng relevant amounts of 

�ncome and expenses from non-pr�mary product�on
n totals – show�ng the total of the prev�ous two columns.

 note
income subject to fore�gn res�dent w�thhold�ng �s only 
shown at b  �n the Non-primary production column 
and the Totals column.

if the partnersh�p or trust �s el�g�ble to enter or cont�nue 
�n the sts and has chosen to do so at �tem 3, read on. 
otherw�se see the �nformat�on for All partnerships and 
trusts (including STS) on page 24.

sts taxpayers 
When the sts began on 1 July 2001, sts taxpayers were 
requ�red to account for most bus�ness �ncome only when 
�t was rece�ved and most bus�ness expenses only when 
they were pa�d. th�s �s referred to as the sts account�ng 
method.
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from the f�rst �ncome year start�ng on or after 1 July 2005, 
sts taxpayers are no longer requ�red to use the sts 
account�ng method. sts bus�nesses can now calculate 
the�r taxable �ncome us�ng the method that �s the most 
appropr�ate for the�r c�rcumstances.

 note
a partnersh�p or trust that was an sts taxpayer �n the 
�ncome year that started �mmed�ately pr�or to 1 July 
2005 can, wh�le �t cont�nues to be an sts taxpayer 
(from the f�rst �ncome year that starts on or after 1 July 
2005), choose to cont�nue us�ng the sts account�ng 
method.

if the partnersh�p or trust chooses not to cont�nue us�ng 
the sts account�ng method, �t w�ll be able to calculate 
�ts taxable �ncome us�ng e�ther of the follow�ng methods, 
wh�chever �s the most appropr�ate for �ts c�rcumstances:
n the accruals (earn�ngs) method, that �s, recogn�s�ng 

ord�nary �ncome when �t �s der�ved and general 
deduct�ons when they are �ncurred, or

n the cash (rece�pts) method, that �s, recogn�s�ng ord�nary 
�ncome when �t �s rece�ved and general deduct�ons when 
they are pa�d or, alternat�vely, �ncurred.

Where the partnersh�p or trust chooses not to cont�nue 
us�ng the sts account�ng method, bus�ness �ncome and 
expenses that have not been accounted for (because they 
have not been rece�ved or pa�d) w�ll be accounted for �n the 
year the bus�ness changes to the new account�ng method.

the sts account�ng method recogn�ses most �ncome 
only when rece�ved. th�s type of �ncome �s called ord�nary 
�ncome – for example, sales of goods and/or serv�ces, 
profess�onal fees and comm�ss�ons.

if the partnersh�p or trust �s reg�stered or requ�red to be 
reg�stered for Gst, exclude Gst payable from �ncome 
amounts.

an sts taxpayer that �s cont�nu�ng to use the sts 
account�ng method can cla�m deduct�ons for the follow�ng 
expenses only when they are pa�d:
n general deduct�ons – for example, stock purchases, 

wages and rent of bus�ness prem�ses
n tax-related expenses, and
n expenses for repa�rs.

if the partnersh�p or trust �s reg�stered or requ�red to be 
reg�stered for Gst, exclude �nput tax cred�t ent�tlements 
from deduct�ons.

the sts account�ng method does not apply to �ncome or 
deduct�ons that rece�ve spec�f�c treatment �n the �ncome tax 
law – for example, net cap�tal ga�ns, d�v�dends, deprec�at�on 
expenses, bad debts and borrow�ng expenses.

in add�t�on, �f another prov�s�on of the �ncome tax law 
apport�ons or alters the assessab�l�ty or deduct�b�l�ty of a 
part�cular type of ord�nary �ncome or general deduct�on, the 
t�m�ng rule �n the spec�f�c prov�s�on overr�des the rece�ved 
or pa�d rule for sts taxpayers us�ng the sts account�ng 

method – for example, double wool cl�ps or prepayment of 
a bus�ness expense for a per�od greater than 12 months. 
Because of these spec�f�c prov�s�ons you may need to 
make adjustments at Reconciliation items.

for more �nformat�on about the sts account�ng method, 
v�s�t our webs�te or phone the Bus�ness infol�ne (see the 
�ns�de back cover).

accord�ngly, base the amounts at Reconciliation items 
�tem 5 on the sts account�ng method where appl�cable. 
if the partnersh�p’s or trust’s prof�t and loss statement 
does not reflect the sts account�ng rules, you may need 
to make add�t�onal adjustments at Reconciliation items 
�n order to show the correct amounts for Net income or 
loss from business. for more �nformat�on about these 
adjustments, see Reconciliation items on page 32.

in add�t�on to the sts account�ng method there are also 
spec�f�c sts deprec�at�on and trad�ng stock rules. for more 
�nformat�on on the calculat�on of sts deprec�at�on, see 
Depreciation expenses on page 28, and for �nformat�on 
on clos�ng stock see 38 Closing stock on page 55.

income
all partnerships and trusts (including sts) 
gross payments where abn not quoted
show at c  and/or d  gross �ncome rece�ved by the 
partnersh�p or trust that was subject to w�thhold�ng where 
an aBn was not quoted. th�s �ncludes amounts of tax 
w�thheld.

if an amount �s shown at c  and/or d , complete a 
Non-individual PAYG payment summary schedule 2007 
and attach the completed schedule to the partnersh�p 
or trust tax return. for �nstruct�ons on complet�ng th�s 
schedule see Non-individual PAYG payment summary 
schedule on page 3.

if c  and/or d  are completed, show the correspond�ng 
amount of tax w�thheld at t  Tax withheld where ABN 
not quoted �tem 6.

gross payments subject to foreign resident 
withholding
show at b  gross payments to the partnersh�p or trust that 
were regulated fore�gn res�dent �ncome. Gross payments 
�nclude amounts w�thheld.

regulated fore�gn res�dent �ncome refers to payments 
wh�ch are prescr�bed �n the tax adm�n�strat�on regulat�ons 
1976 as be�ng subject to the fore�gn res�dent w�thhold�ng 
measure.

do not �nclude payments where the amount was var�ed to 
n�l under the fore�gn res�dent w�thhold�ng measure because 
the �ncome was not taxable under a double tax agreement. 

if an amount �s shown at b , complete a Non-individual 
PAYG payment summary schedule 2007 and attach the 
completed schedule to the partnersh�p or trust tax return. for 
�nstruct�ons on complet�ng th�s schedule, see Non-individual 
PAYG payment summary schedule on page 3.
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 note
show gross d�str�but�ons of fore�gn res�dent regulated 
�ncome from other partnersh�ps and/or trusts at �tem 8.  
a Non-individual PAYG payment summary schedule 
2007 �s not requ�red for these d�str�but�ons because they 
do not have an assoc�ated payment summary.

 note
You w�ll not have any pr�mary product�on amounts at th�s 
�tem. leave a  blank.

assessable government industry payments
Generally, government grants, rebates, bount�es and 
subs�d�es are assessable �ncome �n the hands of the 
rec�p�ent �f they are rece�ved �n, or �n relat�on to, the 
carry�ng on of a bus�ness. th�s generally �ncludes amounts 
of a cap�tal nature. however, amounts relat�ng to the 
commencement or cessat�on of a bus�ness may not be 
assessable.

show at e  and/or f  the total amount of assessable 
government �ndustry ass�stance. examples are:
n bount�es
n cleaner fuel grant 
n employee subs�d�es
n export �ncent�ves grants
n fuel grant under the energy grants cred�ts scheme 
n fuel tax cred�ts
n �ndustry restructure and adjustment payments
n  product stewardsh�p (o�l) benef�t
n  producer rebate (w�ne equal�sat�on tax).

if the amount at e  and/or f  �ncludes fuel tax cred�t or a 
fuel grant under the energy grants cred�ts scheme, cleaner 
fuel grant, fuel sales grant or a product stewardsh�p (o�l) 
benef�t, pr�nt D �n the code box at the r�ght of the amount.

 note
med�cal pract�ces should show the�r med�care payments 
at h  Other business income, not at f  Assessable 
government industry payments.

other business income
show at g  and/or h  other bus�ness �ncome such as 
revenue ar�s�ng from the sale of goods, serv�ces rendered, 
d�sposal of deprec�ated assets, work �n progress amounts 
assessable under sect�on 15-50 of the itaa 1997 and 
royalt�es.

do not �nclude amounts that are shown at c , d , b , e  
and f .

if the amount at g  and/or h  �s a loss, pr�nt L �n the box at 
the r�ght of the amount.

if you have �ncluded an amount for prof�t on the sale of 
deprec�at�ng assets at g  and/or h , see append�x 6.

eXPenses
apart from two except�ons for sts taxpayers, the amounts 
shown at Expenses, P  to n  �tem 5 are amounts der�ved 
from the account�ng system or f�nanc�al statements of 
the partnersh�p or trust. make any adjustments to these 
amounts for tax purposes at Reconciliation items,  
b  Expense reconciliation adjustments.

sts taxpayers should use tax values for the�r clos�ng stock 
�n calculat�ng the�r cost of sales to be shown at e , and for 
the�r deprec�at�on expenses at k .

if the partnersh�p or trust �s reg�stered or requ�red to be 
reg�stered for Gst, exclude �nput tax cred�t ent�tlements on 
outgo�ngs from deduct�ons.

if any expenses have been prepa�d, the prepayment 
prov�s�ons may affect the t�m�ng of the deduct�on that can 
be cla�med. Generally, the partnersh�p or trust w�ll need to 
apport�on �ts deduct�on for prepa�d bus�ness expend�ture 
over the serv�ce per�od or 10 years, wh�chever �s less. 
there are some except�ons to th�s under the 12-month 
rule for sts taxpayers and the spec�al rules relat�ng to 
plantat�on forestry managed agreements. if the amounts 
shown under any expense label at �tem 5 d�ffer from the 
amount allowable as deduct�ons �n the 2006–07 �ncome 
year, make a reconc�l�at�on adjustment at Reconciliation 
items, b  Expense reconciliation adjustments. for more 
�nformat�on, see Deductions for prepaid expenses 2007 
(nat 4170–6.2007).

foreign resident withholding expenses
show at P  all expenses d�rectly relat�ng to ga�n�ng the 
�ncome shown at b  Gross payments subject to foreign 
resident withholding �tem 5. these amounts should not 
be shown at any other expenses label �n �tem 5. do not 
�nclude any expenses that were �ncurred �n ga�n�ng �ncome 
that �s not assessable �n austral�a.

 note
You w�ll not have any pr�mary product�on amounts at th�s 
�tem.

contractor, subcontractor and commission 
expenses
show at c  the expend�ture �ncurred for labour and 
serv�ces prov�ded under contract other than those �n the 
nature of salar�es and wages. for example:
n payments to self-employed people such as consultants 

and contractors
n comm�ss�ons pa�d to people not rece�v�ng a reta�ner
n agency fees – for example, advert�s�ng
n serv�ce fees – for example, plant serv�ce
n management fees
n consultant fees.
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do not �nclude the follow�ng at c :
n expenses for external labour wh�ch are �ncorporated �nto 

the amount shown at Expenses, e  Cost of sales
n expenses for account�ng or legal serv�ces. show these at 

Expenses, n  All other expenses.

Record keeping
Keep a record of the follow�ng:
n name and address of the payee
n nature of the serv�ces prov�ded
n the amount pa�d.

superannuation expenses
show at d  the employee superannuat�on expenses 
�ncurred for the �ncome year.

employers are ent�tled to a deduct�on for contr�but�ons 
made to a comply�ng superannuat�on, prov�dent, benef�t 
or ret�rement fund, or ret�rement sav�ngs account (rsa), 
where the contr�but�on �s to prov�de superannuat�on 
benef�ts for el�g�ble employees or to prov�de benef�ts to the 
employee’s dependants on the employee’s death.

superannuat�on benef�ts mean �nd�v�dual personal benef�ts, 
pens�ons or ret�r�ng allowances.

You can cla�m a deduct�on �n the �ncome year �n wh�ch the 
contr�but�ons are made.

contr�but�ons made to a non-comply�ng fund:
n are not allowable as a deduct�on
n do not count towards superannuat�on guarantee 

obl�gat�ons. under the superannuat�on guarantee 
an employer needs to prov�de a m�n�mum level of 
superannuat�on for el�g�ble employees or pay a tax 
called the ‘superannuat�on guarantee charge’ to the 
comm�ss�oner.

 note
the superannuat�on guarantee charge �s not a 
superannuat�on contr�but�on and �s not tax deduct�ble.

any late contr�but�on that �s used to reduce the amount 
of superannuat�on guarantee charge employers have to 
pay under the superannuat�on guarantee late payment 
measures �s also not tax deduct�ble.

contr�but�ons pa�d by an employer for el�g�ble employees 
to a non-comply�ng superannuat�on fund are fr�nge benef�ts 
– other than where the contr�but�ons are made for an 
exempt v�s�tor – and may be subject to tax under the Fringe 
Benefits Tax Assessment Act 1986.

the amount of contr�but�ons that can be cla�med as a 
deduct�on by an employer contr�but�ng to a res�dent 
comply�ng superannuat�on fund or rsa �n respect of 
el�g�ble employees �s based on the age of each relevant 
employee.

if an employee has reached the age of 70, there �s a further 
restr�ct�on on the deduct�on that can be cla�med for an 
employer contr�but�on to a comply�ng superannuat�on fund 
or rsa.

for the 2006–07 �ncome year the age-based l�m�ts are as 
follows:

table 8 age-based limits

Age in years Deduction limit

under 35 $15,260

35 to 49 $42,385

50 and over* $105,113*

* for contr�but�ons made after the 28th day of the month 
follow�ng the employee’s 70th b�rthday, the deduct�on 
cla�mable �s l�m�ted to the amount of the contr�but�on 
requ�red:
n	under a federal, state or terr�tory award, or
n	 to meet the employer’s superannuat�on guarantee 

obl�gat�on on salary or wages pa�d to the employee 
before the employee’s 70th b�rthday.

the employee’s age l�m�t �s determ�ned at the end of the 
day on wh�ch the last contr�but�on for the �ncome year was 
made by the employer or an assoc�ate of the employer for 
the benef�t of the employee.

cost of sales 
STS taxpayers
if the partnersh�p or trust �s el�g�ble to enter or cont�nue �n 
the sts and has chosen to do so at �tem 3, �t w�ll need 
to know the value of �ts clos�ng stock �n order to calculate 
cost of sales. sts taxpayers only need to account for 
changes �n the value of the�r trad�ng stock �n l�m�ted 
c�rcumstances. these are expla�ned on page 55. if the 
partnersh�p or trust does not need to account for the 
change �n value of clos�ng stock, �ts clos�ng stock w�ll equal 
�ts open�ng stock value. if the partnersh�p or trust does 
need to account for the change �n value of clos�ng stock, 
or chooses to do so, see 38 Closing stock on page 55 for 
�nformat�on about how to calculate the clos�ng stock value.

for further �nformat�on on cost of sales, read on.

All partnerships and trusts (including STS)
show at e  the cost of anyth�ng produced, manufactured, 
acqu�red or purchased for manufacture, sale or exchange 
�n der�v�ng the gross proceeds or earn�ngs of the bus�ness. 
th�s �ncludes fre�ght �nwards and may �nclude some 
external labour costs – �f these are recorded �n the cost of 
sales account �n the normal account�ng procedure of the 
bus�ness.

if the cost of sales account �s �n cred�t at the end of the 
�ncome year – that �s, a negat�ve expense – pr�nt L �n 
the box at the r�ght of the amount. do not pr�nt brackets 
around the amount.

for more �nformat�on on the c�rcumstances �n wh�ch 
packag�ng �tems held by a manufacturer, wholesaler or 
reta�ler are ‘trad�ng stock’ as def�ned �n sect�on 70-10 of 
the itaa 1997, see Taxation Ruling TR 98/7 – Income tax: 
whether packaging items (ie containers, labels, etc) held by 
a manufacturer, wholesaler or retailer are trading stock.
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bad debts
show at f  the bad debts expense �ncurred for the �ncome 
year.

n show recovery of bad debts at g  and/or h  Other 
business income �tem 5.

n You cannot cla�m a deduct�on for bad debts unless 
the debt wh�ch �s bad has prev�ously been �ncluded �n 
assessable �ncome, or �s for money lent �n the ord�nary 
course of the bus�ness of the lend�ng of money by a 
partnersh�p or trust carry�ng on that bus�ness.

n  under the trust loss prov�s�ons of schedule 2f to the 
itaa 1936, rules effect�ve from 20 august 1996 have to 
be sat�sf�ed by a trust before the trustee can deduct bad 
debts or debt/equ�ty swap amounts. for more �nformat�on 
about the trust loss prov�s�ons see append�x 8.

n do not �nclude account�ng prov�s�ons for doubtful debts 
at f . show these at Expenses, n  All other expenses 
then add them back at Reconciliation items, b  
Expense reconciliation adjustments. to calculate the 
amount of the expense reconc�l�at�on adjustment see 
worksheet 1 on pages 71–72.

n Before a bad debt can be cla�med, �t must be bad and 
not merely doubtful. the deduct�on depends upon the 
facts �n each case and, where appl�cable, the act�on 
taken for recovery. for more �nformat�on, see Taxation 
Ruling TR 92/18 – Income tax: bad debts.

You can cla�m a deduct�on for part�al debt wr�te-offs where 
only part of a debt �s bad and �s wr�tten off. You can cla�m a 
deduct�on for the amount wr�tten off.

deduct�ons for bad debts may also be reduced by the 
commerc�al debt forg�veness prov�s�ons – see append�x 4.

You can also cla�m a deduct�on for losses �ncurred �n 
debt-for-equ�ty swaps for debt wr�tten off after 26 february 
1992. You may be able to cla�m a deduct�on for a 
debt-for-equ�ty swap by the partnersh�p or trust, �f the 
prov�s�ons of sect�ons 63e to 63f of the itaa 1936 are 
sat�sf�ed. under these prov�s�ons a deduct�on may be 
allowable for the d�fference between the amount of the 
debt ext�ngu�shed and the greater of the market value of 
the equ�ty or the value at wh�ch the equ�ty �s recorded �n 
the cred�tor’s books at the t�me of �ssue. the market value 
of the equ�ty �s the pr�ce quoted on the stock exchange 
or, �f the equ�ty �s not l�sted, the net asset back�ng of the 
equ�ty.

if the partnersh�p or trust �s not �n the bus�ness of lend�ng 
money, the deduct�on �s l�m�ted to the amount of the debt 
that has been �ncluded �n assessable �ncome.

Record keeping 
if the partnersh�p or trust wr�tes off bad debts dur�ng the 
�ncome year, keep a statement for all debtors �n respect of 
wh�ch a wr�te-off occurred show�ng:
n the�r name and address
n the amount of the debt
n the reason why the debt �s regarded as bad, and
n the year that the amount was returned as �ncome.

lease expenses 
show at g  the expend�ture �ncurred through both f�nance 
and operat�ng leases on leas�ng assets, such as motor 
veh�cles, plant or other equ�pment. do not �nclude the cost 
of leas�ng real estate or cap�tal expend�ture �ncurred to 
term�nate a lease or l�cence.

although cap�tal expend�ture to term�nate a lease or 
l�cence �s not deduct�ble �n one year a f�ve-year stra�ght-l�ne 
wr�te-off may be allowable (see sect�on 25-110 of the itaa 
1997) for certa�n cap�tal expend�ture �ncurred to term�nate a 
lease or l�cence �f the expend�ture �s �ncurred �n the course 
of carry�ng on a bus�ness, or �n connect�on w�th ceas�ng to 
carry on a bus�ness. see worksheet 1 on pages 71–72.

expenses �ncurred under a h�re purchase or �nstalment 
sale agreement of goods, are not lease expenses. such 
expenses are referred to �n append�x 6.

in some c�rcumstances lease expenses may be debt 
deduct�ons for the purposes of the th�n cap�tal�sat�on rules. 
for �nformat�on on th�n cap�tal�sat�on, see append�x 3.

if an amount of lease expense �s not allowable as a 
deduct�on, such as amounts d�sallowed under the th�n 
cap�tal�sat�on rules, add back the amount at Reconciliation 
items, b  Expense reconciliation adjustments.

Record keeping
if a deduct�on �s cla�med for the cost of leas�ng deprec�at�ng 
assets, keep a record of the follow�ng:
n a descr�pt�on of the �tems leased
n full part�culars of the lease expenses for each �tem, 

�nclud�ng motor veh�cles, show�ng:
– to whom the payments were made
– the terms of the payments �nclud�ng deta�ls of any 

prepayments or deferred payments
– �f any ass�gnment, defeasance or re-d�rect�on to pay 

the payments was entered �nto, full part�culars of the 
arrangement �nclud�ng to whom the payments were 
made

n deta�ls of use other than for produc�ng assessable 
�ncome, and

n any documentat�on on or relat�ng to the lease of 
the �tems.

rent expenses
show at h  the expend�ture �ncurred as a tenant for the 
rental of land and bu�ld�ngs used �n the product�on of 
�ncome.

total interest expenses 
show at i  the �nterest �ncurred on money borrowed 
w�th�n austral�a and overseas to acqu�re �ncome-produc�ng 
assets, to f�nance bus�ness operat�ons or to meet current 
bus�ness expenses.

do not �nclude �nterest expenses cla�mable aga�nst rental 
�ncome. these expenses are shown at g  Interest 
deductions �tem 9 Rent.
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 note
n an amount of tax – w�thhold�ng tax – �s generally 

w�thheld from �nterest pa�d or payable to non-res�dents 
and to overseas branches of res�dents. You must rem�t 
th�s to the tax off�ce. 

n the th�n cap�tal�sat�on rules may apply to reduce 
�nterest deduct�ons. these rules place a l�m�t on the 
amount of �nterest and other loan costs that can 
be deducted for austral�an tax purposes. for more 
�nformat�on, see append�x 3. include the d�sallowed 
amount at Reconciliation items, b  Expense 
reconciliation adjustments.

n  d�str�but�ons from a non-share equ�ty �nterest are not 
deduct�ble.

n You may not be able to cla�m �nterest �n certa�n 
s�tuat�ons – for example, �f �t has been �ncurred for 
pr�vate or domest�c purposes.

show the amount of �nterest not allowable at 
Reconciliation items, b  Expense reconciliation 
adjustments.

Record keeping
if �nterest �s pa�d to non-res�dents or to overseas branches 
of res�dents, keep a record of the follow�ng:
n name and address of rec�p�ent
n amount of �nterest pa�d or cred�ted
n amount of w�thhold�ng tax w�thheld and the date on 

wh�ch �t was rem�tted to the tax off�ce.

total royalty expenses
show at j  the royalty expenses for the �ncome year. 
include royalt�es pa�d to res�dents and non-res�dents.

an amount of tax – w�thhold�ng tax – �s generally w�thheld 
from royalt�es pa�d or payable to non-res�dents and to 
overseas branches of res�dents. You must rem�t th�s to 
the tax off�ce. for more �nformat�on, phone the Bus�ness 
infol�ne (see the �ns�de back cover).

Record keeping
Keep a record of the follow�ng:
n name and address of rec�p�ents
n amounts pa�d or cred�ted
n nature of the benef�t der�ved – for example, a copy of the 

royalty agreement
n deta�ls of tax w�thheld where appl�cable and the date on 

wh�ch �t was rem�tted to the tax off�ce.

for more �nformat�on, see append�x 2.

depreciation expenses
if the partnersh�p or trust �s el�g�ble to enter or cont�nue 
�n the sts and has chosen to do so at �tem 3, see sts 
taxpayers on page 29. otherw�se see the �nformat�on for 
non-sts taxpayers below.

Non-STS taxpayers
show at k  the book deprec�at�on expenses for 
deprec�at�ng assets, other than for those assets allocated 
�n a pr�or year to a general sts pool or a long l�fe sts 
pool. for assets allocated to such a pool �nclude at th�s 
label the amount of the pool deduct�on to be cla�med for 
tax purposes. for �nformat�on about sts deprec�at�on 
deduct�ons, see page 29.

the amount at k  does not �nclude:
n prof�t on the sale of a deprec�at�ng asset – shown at  

g  and/or h  Other business income
n loss on the sale of a deprec�at�ng asset – shown at  

n  All other expenses.

the account�ng or book deprec�at�on may d�ffer from 
the deduct�on for the decl�ne �n value of deprec�at�ng 
assets. reconc�le the deduct�on for the decl�ne �n value 
of deprec�at�ng assets w�th account�ng deprec�at�on 
at Reconciliation items, b  Expense reconciliation 
adjustments.

for more �nformat�on about deduct�ons for the decl�ne �n 
value of deprec�at�ng assets, see append�x 6.

 note
if there �s an amount greater than $15,000 at k  
complete and attach a Capital allowances schedule 
2007 unless the partnersh�p or trust:
n �s el�g�ble to enter or cont�nue �n the sts and has 

chosen to do so at �tem 3, or
n  �s ex�t�ng from the sts at �tem 3 or has prev�ously 

ex�ted from the sts, and the amount at k  relates 
ent�rely to sts deprec�at�ng assets. 

for more �nformat�on, see the Capital allowances 
schedule instructions 2007.

if the partnersh�p or trust �s ex�t�ng the sts or has 
prev�ously ex�ted the sts, and �s cont�nu�ng to cla�m 
a deduct�on �n respect of any pr�or sts pool at k  
Depreciation expenses, you w�ll also need to pr�nt �n the 
code box at k  the appropr�ate code from the follow�ng 
table.

table 9

Code Type of depreciation expense

S the amount at k  relates ent�rely to sts 
deprec�at�ng assets.
do not complete a Capital allowances schedule 
2007.

M the amount at k  relates to both sts 
deprec�at�ng assets and to un�form cap�tal 
allowance (uca) �tems.
You w�ll need to complete and attach a Capital 
allowances schedule 2007 �f the total amount at 
k  exceeds $15,000.

in all other cases leave the code box blank.
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 simplifYinG tax oBliGations for Business
our Law Administration Practice Statement PS LA 
2003/8 – Taxation treatment of expenditure on low cost 
items for taxpayers carrying on a business prov�des 
gu�dance on two stra�ghtforward methods wh�ch can 
be used by taxpayers carry�ng on a bus�ness to help 
determ�ne whether expend�ture �ncurred to acqu�re 
certa�n low-cost �tems �s to be treated as revenue or 
cap�tal. 

subject to certa�n qual�f�cat�ons, the two methods cover 
expend�ture below a threshold and the use of stat�st�cal 
sampl�ng to est�mate total revenue expend�ture on low-
cost �tems. the threshold rule allows an �mmed�ate 
deduct�on for qual�fy�ng low-cost bus�ness �tems cost�ng 
$100 or less. the sampl�ng rule allows taxpayers w�th a 
low-value pool to use stat�st�cal sampl�ng to determ�ne 
the proport�on of the total purchases on qual�fy�ng low-
cost bus�ness �tems that are revenue expend�ture. 

a deduct�on for expend�ture �ncurred on low-cost assets 
calculated �n accordance w�th th�s pract�ce statement 
w�ll be accepted by tax off�cers.

STS taxpayers
show at k  the total deprec�at�on deduct�ons be�ng 
cla�med by the partnersh�p or trust under the sts cap�tal 
allowances (deprec�at�on) rules and the un�form cap�tal 
allowances (uca) rules. You do not need to complete a 
cap�tal allowances schedule.

sts taxpayers can cla�m an �mmed�ate deduct�on for most 
deprec�at�ng assets cost�ng less than $1,000 (exclud�ng 
�nput tax cred�t ent�tlements) and pool most of the�r other 
deprec�at�ng assets. there are two sts pools:
n a general sts pool for deprec�at�ng assets w�th an 

effect�ve l�fe of less than 25 years, and
n a long l�fe sts pool for deprec�at�ng assets w�th an 

effect�ve l�fe of 25 years or more.

some deprec�at�ng assets are excluded from the sts rules 
but you may be able to cla�m a deduct�on under the uca 
rules. for example, hort�cultural plants �nclud�ng grapev�nes 
are excluded from the sts rules and are deducted under 
spec�al uca prov�s�ons – see append�x 6.

assets that are leased out, or w�ll be leased out, by an sts 
taxpayer for more than 50% of the t�me on a deprec�at�ng 
asset lease are spec�f�cally excluded from the sts 
deprec�at�on rules. You can generally cla�m a deduct�on 
under the uca prov�s�ons.

th�s exclus�on does not apply to deprec�at�ng assets a 
taxpayer leases out under a h�re purchase agreement or a 
short-term h�re agreement.

for certa�n deprec�at�ng assets used by an sts taxpayer 
�n the course of carry�ng on a bus�ness of pr�mary 
product�on, a taxpayer can choose whether to use the sts 
prov�s�ons or spec�f�c uca prov�s�ons. the spec�f�c uca 
prov�s�ons are those apply�ng to landcare operat�ons, water 
fac�l�t�es, electr�c�ty connect�ons and telephone l�nes. for 
more �nformat�on on these spec�f�c uca prov�s�ons, see 
append�x 6.

as the sts deprec�at�on rules apply only to deprec�at�ng 
assets, certa�n cap�tal expend�ture �ncurred by an sts 
taxpayer wh�ch does not form part of the cost of a 
deprec�at�ng asset may be deducted under the uca 
prov�s�ons for deduct�ng cap�tal expend�ture. th�s �ncludes 
cap�tal expend�ture on certa�n bus�ness-related costs and 
amounts d�rectly connected w�th a project. do not �nclude 
these amounts at k . show the amount that can be cla�med 
as a deduct�on at Reconciliation items, b  Expense 
reconciliation adjustments. for more �nformat�on, see 
append�x 6.

for more �nformat�on about the sts deprec�at�on rules, 
see The simplified tax system – a guide for tax agents and 
small businesses (nat 6459), v�s�t our webs�te or phone the 
Bus�ness infol�ne (see the �ns�de back cover).

calculating depreciation deductions
only use steps 1 to 5 to calculate the deprec�at�on 
deduct�ons �f the partnersh�p or trust �s el�g�ble to enter or 
cont�nue �n the sts and has chosen to do so at �tem 3.

if the prof�t and loss statement of the partnersh�p or trust 
prov�des the amounts to complete table 11 on page 31, 
wr�te these amounts �n the table. otherw�se, use steps 1 to 5 
start�ng below to calculate the deprec�at�on deduct�ons.

the amounts you wr�te �n the table must be tax and not 
account�ng values.

table 10 eXPlanation of terms

Depreciating asset �s an asset w�th a l�m�ted effect�ve 
l�fe wh�ch decl�nes �n value over that l�fe.

Decline in value (prev�ously ‘deprec�at�on’) �s the value 
that an asset loses over �ts effect�ve l�fe.

Adjustable value of a deprec�at�ng asset �s �ts cost 
(exclud�ng �nput tax cred�t ent�tlements) less �ts decl�ne �n 
value s�nce you f�rst used �t or �nstalled �t ready for use for 
any purpose, �nclud�ng a pr�vate purpose.

Taxable purpose �ncludes the purpose of produc�ng 
assessable �ncome.

Taxable purpose proportion �s the extent to wh�ch 
you use the asset for a taxable purpose, such as for the 
purpose of produc�ng assessable �ncome.

Termination value �ncludes money rece�ved from the 
sale of an asset or �nsurance money rece�ved as the 
result of the loss or destruct�on of an asset. exclude the 
Gst component where the amount rece�ved �s for a 
taxable supply.

Assessable balancing adjustment amount ar�ses 
where the term�nat�on value of the deprec�at�ng asset �s 
more than the adjustable value.

Deductible balancing adjustment amount ar�ses 
where the term�nat�on value of the deprec�at�ng asset �s 
less than the adjustable value.

Cost addition amounts �nclude the costs of cap�tal 
�mprovements to assets and costs reasonably 
attr�butable to d�spos�ng of or permanently ceas�ng 
to use an asset (th�s may �nclude advert�s�ng and 
comm�ss�on costs or the costs of demol�sh�ng the asset).
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Step 1
Low-cost assets
for each deprec�at�ng asset:
n wh�ch the partnersh�p or trust started to hold th�s �ncome 

year and used (or �nstalled ready for use) for a taxable 
purpose such as for produc�ng assessable �ncome

n whose cost at the end of th�s year �s less than $1,000 
(exclud�ng �nput tax cred�t ent�tlements), and

n wh�ch qual�f�es for a deduct�on under the sts 
deprec�at�on rules

work out the extent �t �s used for the purpose of produc�ng 
assessable �ncome (taxable purpose proport�on). calculate 
the deduct�on for each el�g�ble asset as follows:

asset’s adjustable value × �ts taxable purpose proport�on

the adjustable value of an asset �s �ts cost less �ts decl�ne 
�n value s�nce �t was f�rst used (or �nstalled ready for use) for 
any purpose, whether bus�ness or pr�vate. the adjustable 
value of an asset, at the t�me �t was f�rst used (or �nstalled 
ready for use) for a taxable purpose, w�ll be �ts cost unless 
the asset was prev�ously used (or �nstalled ready for use) 
by the partnersh�p or trust solely for pr�vate purposes. for 
example, for a tool set bought on 1 december at a cost 
of $800 (exclud�ng �nput tax cred�t ent�tlements) and used 
for produc�ng assessable �ncome from that date at an 
est�mated 70% of the t�me, the �mmed�ate deduct�on would 
be $800 x 70% = $560.

add up these results and wr�te the total at (a) �n table 11.

do not �nclude �n th�s calculat�on amounts for deprec�at�ng 
assets the partnersh�p or trust started to hold pr�or to 
enter�ng the sts and that cost less than $1,000. allocate 
these assets to an sts pool (see step 2).

Step 2
STS pool deductions
to calculate the deduct�ons for both the general and long 
l�fe sts pools you must f�rst calculate the open�ng pool 
balance of each pool.

for a partnersh�p or trust that �s cont�nu�ng �n the sts, the 
open�ng pool balance of each sts pool �s the clos�ng pool 
balance for the 2005–06 �ncome year except where an 
adjustment �s made to reflect the changed bus�ness use of 
a pooled asset.

for a partnersh�p or trust that �s enter�ng the sts, allocate 
each deprec�at�ng asset the partnersh�p or trust holds 
at the start of the �ncome year to the appropr�ate pool 
accord�ng to the asset’s effect�ve l�fe. only �nclude the 
taxable purpose proport�on of the adjustable value of each 
deprec�at�ng asset. for example, for an asset w�th an 
adjustable value of $10,000 wh�ch �s used only 50% for an 
�ncome-produc�ng purpose, add only $5,000 to the pool.

the partnersh�p or trust can choose not to allocate an 
asset to the long l�fe sts pool �f the asset was f�rst used,  
or �nstalled ready for use, for a taxable purpose before 
1 July 2001. a partnersh�p or trust mak�ng th�s cho�ce 
would deprec�ate such assets under the normal uca rules.

calculate the open�ng pool balance for each sts pool by 
add�ng the value of all deprec�at�ng assets allocated to the 
relevant pool.

calculate the deduct�on for each sts pool as follows:

General sts pool deduct�on: open�ng pool balance ($) × 30%

long l�fe sts pool deduct�on: open�ng pool balance ($) × 5%

if necessary, make a reasonable apport�onment for each 
sts pool deduct�on between pr�mary product�on and 
non-pr�mary product�on act�v�t�es.

Wr�te the result of the general sts pool deduct�on at (b) �n 
table 11.

Wr�te the result of the long l�fe sts pool deduct�on at (c) �n 
table 11.

 note
if e�ther pool balance (after tak�ng �nto account add�t�ons 
and d�sposals but before calculat�ng the deduct�ons 
�n steps 2 and 3) �s less than $1,000, calculate the 
deduct�on for the pool us�ng step 5(b).

Step 3
Depreciating assets first used for a taxable purpose 
during the income year and cost addition amounts 
for assets already allocated to a pool
calculate the deduct�on at half the relevant pool rate for:
n deprec�at�ng assets that the partnersh�p or trust f�rst used 

or �nstalled ready for use for a taxable purpose dur�ng the 
year, and

n cost add�t�on amounts for assets already allocated to an 
sts pool.

calculate the deduct�on for the �ncome year as follows:
n the taxable purpose proport�on of the adjustable value of 

each deprec�at�ng asset f�rst used for a taxable purpose 
th�s year x 15% (general sts pool assets) or 2.5% (long 
l�fe pool assets), plus

n the taxable purpose proport�on of cost add�t�on amounts 
x 15% (general sts pool assets) or 2.5% (long l�fe pool 
assets).

Wr�te the total deduct�on for general sts pool assets at  
(d) �n table 11.

Wr�te the total deduct�on for long l�fe sts pool assets at  
(e) �n table 11.

 note
if e�ther pool balance (after tak�ng �nto account add�t�ons 
and d�sposals but before calculat�ng the deduct�ons 
�n steps 2 and 3) �s less than $1,000, calculate the 
deduct�on for these assets us�ng step 5(b).
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Step 4
Other depreciating assets
calculate the deduct�on for the decl�ne �n value of all other 
deprec�at�ng assets that are not �ncluded �n steps 1 to 3. 
for more �nformat�on, see append�x 6 and the Guide to 
depreciating assets 2007. Wr�te the total deduct�on at (f) �n 
table 11.

Step 5
Disposal of depreciating assets
(a) Low cost assets
if the partnersh�p or trust has d�sposed of a low-cost asset 
for wh�ch �t has cla�med an �mmed�ate deduct�on �n step 1 
th�s year or �n the pr�or year, �nclude the taxable purpose 
proport�on of the term�nat�on value at Reconciliation items 
�tem 5. term�nat�on value �ncludes money rece�ved from the 
sale of an asset or �nsurance money rece�ved as the result 
of the loss or destruct�on of an asset. for example, for a 
low-cost asset used only 50% for an �ncome-produc�ng 
purpose wh�ch was sold for $200 (exclud�ng Gst), only 
$100 w�ll be assessable and �ncluded as a reconc�l�at�on 
adjustment.

(b) Assets allocated to STS pools
if the partnersh�p or trust d�sposes of deprec�at�ng 
assets that have been allocated to e�ther the general or 
long l�fe sts pools, the taxable purpose proport�on of 
the term�nat�on value �s deducted from the clos�ng pool 
balance. for example, for a pooled deprec�at�ng asset 
used only 50% for an �ncome-produc�ng purpose wh�ch 
was sold for $3,000 (exclud�ng Gst), only $1,500 w�ll be 
deducted from the clos�ng pool balance.

if the balance of a pool (after tak�ng �nto account any 
add�t�ons and d�sposals but before calculat�ng the 
deduct�ons �n steps 2 and 3) �s less than $1,000 but more 
than zero, the partnersh�p or trust can cla�m an �mmed�ate 
deduct�on for th�s amount. Wr�te th�s deduct�on aga�nst the 
appropr�ate pool at (b) or (c) �n table 11.

if the clos�ng pool balance �s less than zero, the 
amount below zero �s �ncluded �n assessable �ncome at 
Reconciliation items �tem 5. for more �nformat�on about 
clos�ng pool balances, see Closing pool balance �n the 
next column.

if expenses are �ncurred �n d�spos�ng of a deprec�at�ng 
asset these expenses may be taken �nto account �n step 3.

(c) Other depreciating assets
see the Guide to depreciating assets 2007 for �nformat�on 
on how to calculate any balanc�ng adjustment amounts on 
the d�sposal of other deprec�at�ng assets. include balanc�ng 
adjustment amounts at Reconciliation items �tem 5. see 
worksheet 1 on pages 71–72.

table 11 dePreciation deductions 
(sts taXPaYers onlY)

Primary 
production 

($)

Non-primary 
production 

($)

Total 
 

($)

low cost assets (a)

General pool (b)

long l�fe pool (c)

General pool  
(1/2 rate)

(d)

long l�fe pool 
(1/2 rate)

(e)

other assets (f)

deprec�at�on 
expenses 
add up the amounts 
from (a) to (f).

 
(g)

transfer the amount at (g) to k  Depreciation expenses 
�tem 5.

transfer the amount at (a) to a  Deduction for low cost 
assets �tem 56.

transfer the total of the amounts at (b) and (d) to  
b  Deduction for general pool assets �tem 56.

transfer the total of the amounts at (c) and (e) to  
c  Deduction for long life pool assets �tem 56.

Closing pool balance
the clos�ng balance of each sts pool for an �ncome year �s:
n the open�ng pool balance (see step 2), plus
n the taxable purpose proport�on of the adjustable value of 

assets that were f�rst used, or �nstalled ready for use, for 
a taxable purpose dur�ng the year (see step 3), plus

n the taxable purpose proport�on of cost add�t�on amounts 
for assets �n the pool dur�ng the year (see step 3), less

n the taxable purpose proport�on of the term�nat�on value 
of any pooled assets d�sposed of dur�ng the year (see 
step 5(b)), less

n the sts pool deduct�on (see step 2), less
n the deduct�on for assets f�rst used by the taxpayer dur�ng 

the year (see step 3), less
n the deduct�on for cost add�t�on amounts for pooled 

assets dur�ng the year (see step 3).

if the clos�ng pool balance �s less than zero see step 5(b).

the clos�ng pool balance for th�s year becomes the 
open�ng pool balance for the 2007–08 �ncome year except 
�f an adjustment �s made to reflect the changed bus�ness 
use of a pooled asset.

the open�ng pool balance �s needed to work out the pool 
deduct�on next year.
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motor vehicle expenses
show at l  motor veh�cle runn�ng expenses only. these 
expenses �nclude fuel, repa�rs, reg�strat�on fees and 
�nsurance prem�ums. they do not �nclude the follow�ng 
expenses shown at:
n Expenses, g  Lease expenses
n Expenses, i  Total interest expenses
n Expenses, k  Depreciation expenses.

 spec�al substant�at�on and calculat�on rules for car 
expenses apply to partnersh�ps �n wh�ch at least one 
partner �s an �nd�v�dual.

under these rules, motor veh�cle expenses can be cla�med 
us�ng one of four methods where the expense �s for a 
motor car, stat�on wagon, panel van, ut�l�ty truck or other 
road veh�cle des�gned to carry a load less than one tonne 
or fewer than n�ne passengers. for an explanat�on of 
these methods, see quest�on d1  �n TaxPack 2007.

pr�nt N �n the code box �f there �s an amount shown at l  
and th�s amount relates to a:
n motorcycle
n tax� taken on h�re
n road veh�cle des�gned to carry a load of one tonne or 

more, or n�ne or more passengers.

in all other cases pr�nt �n the code box the code from 
table 12 that determ�nes the method used to cla�m motor 
veh�cle expenses appl�cable to the partnersh�p.

if the partnersh�p has more than one veh�cle and uses a 
d�fferent method to cla�m motor veh�cle expenses for each 
veh�cle, use the code appl�cable to the largest cla�m.

table 12 

Code Method used

S cents per km

T 12% of or�g�nal pr�ce

O 1/3 of actual expenses

B logbook

show any adjustment for tax purposes to the motor 
veh�cle expenses �ncluded �n the prof�t and loss statement 
at Reconciliation items, b  Expense reconciliation 
adjustments. to calculate the amount of the expense 
reconc�l�at�on adjustment see worksheet 1 on 
pages 71–72.

for more �nformat�on about keep�ng records, see TaxPack 
2007.

repairs and maintenance
show at m  the expend�ture on repa�rs and ma�ntenance of 
plant, mach�nery, �mplements and prem�ses.

Wr�te back any non-deduct�ble expend�ture, such as �tems 
of a cap�tal nature or amounts relat�ng to pr�vate use of an 
�tem shown at m , at Reconciliation items, b  Expense 
reconciliation adjustments. the follow�ng �nformat�on w�ll 
help you work out whether you should make an expense 
reconc�l�at�on adjustment.

Repairs
as long as �t �s not expend�ture of a cap�tal nature, you may 
deduct the cost of repa�rs to property, plant, mach�nery or 
equ�pment used solely for produc�ng assessable �ncome 
or �n carry�ng on a bus�ness for that purpose. You can only 
deduct expend�ture on repa�rs to property used part�ally 
for bus�ness or �ncome-produc�ng purposes – for example, 
�f the property �s also used for pr�vate purposes, or �n 
the product�on of exempt �ncome – to an extent that �s 
reasonable �n the c�rcumstances.

if �tems are newly acqu�red, �nclud�ng �tems acqu�red by 
way of a legacy or g�ft, the cost of remedy�ng defects 
�n ex�stence at the t�me of acqu�s�t�on �s generally of a 
cap�tal nature. expend�ture �ncurred �n mak�ng alterat�ons, 
add�t�ons or �mprovements �s of a cap�tal nature and �s not 
deduct�ble.

for more �nformat�on on deduct�ons for repa�rs, see 
Taxation Ruling TR 97/23 – Income tax: deductions for 
repairs.

Record keeping
to support any cla�m for repa�rs, keep source records 
show�ng full deta�ls of the nature and cost of repa�rs to 
each �tem.

all other expenses
show at n  the total of all other bus�ness expenses for 
the �ncome year wh�ch have not already been �ncluded at 
Expenses, P  to m  – for example, travel expenses.

Note:
n Wr�te back cap�tal and other non-deduct�ble �tems 

�ncluded at n  at Reconciliation items, b  Expense 
reconciliation adjustments.

n if you have �ncluded an amount for a loss on the sale of a 
deprec�at�ng asset at n , see append�x 6.

n calculat�on of some deduct�ons may be affected by 
the commerc�al debt forg�veness prov�s�ons – see 
append�x 4.

n expenses l�sted here that are costs assoc�ated w�th 
borrow�ng and serv�c�ng debt may not be allowable 
under the th�n cap�tal�sat�on rules. for more �nformat�on, 
see append�x 3. include the non-deduct�ble amount 
at Reconciliation items, b  Expense reconciliation 
adjustments.

total expenses
show at o  the total of all expense �tems shown at 
Expenses, P  to n .

if there �s a negat�ve amount at e  Cost of sales wh�ch 
exceeds the total of all other expenses, pr�nt L �n the box at 
the r�ght of the amount.

reconciliation items
the reconc�l�at�on adjustments reconc�le operat�ng prof�t or 
loss as shown �n the prof�t or loss account (the accounts) w�th 
the net �ncome or loss for purposes of the �ncome tax return.

if the partnersh�p or trust has �ncluded any amounts 
such as exempt �ncome or non-deduct�ble expenses �n 
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the accounts, or has not �ncluded amounts wh�ch are 
assessable �ncome or expend�ture that �s deduct�ble, work 
out the reconc�l�at�on adjustments.

income reconciliation adjustments 
show at a  the net �ncome-related reconc�l�at�on 
adjustment. the amounts �ncluded here fall �nto two 
classes that e�ther �ncrease or reduce the net adjustment:
n income add backs – amounts not shown �n the 

accounts, but wh�ch are assessable �ncome, �nclud�ng 
t�m�ng adjustments. these �tems �ncrease the total 
amount shown at a . examples �nclude:
– any excess of the tax value of clos�ng stock over the 

tax value of open�ng stock (non-sts taxpayers) – see 
page 5

– assessable balanc�ng adjustment amounts on 
deprec�at�ng assets – see append�x 6

– l�m�ted recourse debt amounts – see append�x 6
– other assessable �ncome not �ncluded �n the  

accounts – sts taxpayers should see page 87
n income subtractions – �ncome shown �n the accounts, 

wh�ch �s not assessable �ncome, �nclud�ng t�m�ng 
adjustments. these �tems reduce the total amount 
shown at a . examples �nclude:
– exempt �ncome, �nclud�ng �ncome exempted from 

austral�an tax under a double tax agreement (dta)
– prof�t on the sale of a deprec�at�ng asset – see 

append�x 6
– personal serv�ces �ncome �ncluded �n the assessable 

�ncome of an �nd�v�dual (attr�buted amount) – see 
28 Personal services income on page 53

– other �ncome shown �n the accounts wh�ch �s not 
assessable for �ncome tax purposes – sts taxpayers 
should see page 34.

to calculate the amount of the �ncome reconc�l�at�on 
adjustments, see worksheet 1 on pages 71–72.

if the income subtractions exceed the income add 
backs, the total �s a negat�ve amount. pr�nt L �n the box at 
the r�ght of the amounts shown at a .

expense reconciliation adjustments 
show at b  the net expense related reconc�l�at�on 
adjustment. the amounts �ncluded here fall �nto two 
classes that e�ther �ncrease or reduce the net adjustment:
n expense add backs – expenses shown �n the accounts 

wh�ch are e�ther not tax deduct�ble or are only partly 
tax deduct�ble, �nclud�ng t�m�ng adjustments. these 
�tems �ncrease the total amount shown at b . examples 
�nclude:
– add�t�ons to prov�s�ons and reserves
– cap�tal expend�ture
– certa�n expenses relat�ng to personal serv�ces �ncome 

that are not deduct�ble – see 28 Personal services 
income

– debt deduct�ons den�ed by the th�n cap�tal�sat�on 
prov�s�ons – see append�x 3 

– deprec�at�on expenses*

– expenses relat�ng to exempt �ncome, �nclud�ng 
expenses relat�ng to dta exempt �ncome

– h�re purchase payments – see append�x 6
– �ncome tax expense
– loss on the sale of a deprec�at�ng asset – see 

append�x 6
– luxury car lease payments – see append�x 6
– part of prepa�d expenses not deduct�ble th�s year – see 

the next page
– penalt�es and f�nes
– other non-deduct�ble expenses – sts taxpayers 

should see the next page.
* only add back amounts of deprec�at�on expenses �f the 

partnersh�p or trust �s not an sts taxpayer. however, 
exclude any sts pool deduct�ons shown at k  
Depreciation expenses.

n expense subtractions – amounts not shown as 
expenses �n the accounts but wh�ch are tax deduct�ble, 
�nclud�ng t�m�ng adjustments. these �tems reduce the 
total amount shown at b . examples �nclude:
– any excess of the tax value of open�ng stock over the 

tax value of clos�ng stock (non-sts taxpayers) – see 
page 35

– deduct�ble balanc�ng adjustment amounts on 
deprec�at�ng assets – see append�x 6

– deduct�on for decl�ne �n value of deprec�at�ng assets 
(non-sts taxpayers) – see append�x 6

– deduct�on for env�ronmental protect�on expenses – see 
append�x 6

– deduct�on for project pool – see append�x 6

–  deduct�on for electr�c�ty connect�ons and telephone 
l�nes – see append�x 6

– h�re purchase agreements – �nterest component – see 
append�x 6

–  deduct�on for landcare operat�ons – see append�x 6

– luxury car leases – accrual amount – see append�x 6
– part of prepa�d expenses deduct�ble th�s year, but not 

shown �n accounts – see page 35
– sect�on 40-880 deduct�on – see append�x 6
– other deduct�ble �tems – sts taxpayers should see 

below.

if the expense subtractions exceed the expense add 
backs, the total �s a negat�ve amount. pr�nt L �n the box at 
the r�ght of the amount.

to calculate the amount of the expense reconc�l�at�on 
adjustments, see worksheet 1 on pages 71–72.

specific reconciliation adjustments 
if the partnersh�p or trust �s el�g�ble to cont�nue �n the sts 
and has chosen to do so at �tem 3, you may need to make 
add�t�onal adjustments (see STS taxpayers on page 23–24).

for �nformat�on on reconc�l�at�on adjustments that 
may apply to non-sts taxpayers, see Reconciliation 
adjustments for non-STS taxpayers on page 34.
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STS taxpayers 
You w�ll need to make adjustments at Reconciliation 
items �tem 5 �f:
n the partnersh�p or trust �s cont�nu�ng �n the sts th�s 

year, has chosen to cont�nue us�ng the sts account�ng 
method and the amounts shown at the �ncome and 
expense sect�ons of �tem 5 are not based on the sts 
account�ng method, or

n the partnersh�p or trust �s cont�nu�ng �n the sts th�s year 
and �s chang�ng from us�ng the sts account�ng method, 
or

n the partnersh�p or trust has d�sposed of deprec�at�ng 
assets dur�ng the year.

these adjustments are expla�ned �n more deta�l 
below. Worksheet 1 on pages 71–72 w�ll help w�th the 
calculat�ons.

Trade debtors and creditors as at 30 June 2007
if the partnersh�p or trust �s cont�nu�ng �n the sts th�s year, 
has chosen to cont�nue us�ng the sts account�ng method 
and has �ncluded at any �ncome labels at �tem 5 amounts 
of ord�nary �ncome that have been der�ved but not rece�ved 
�n 2006–07, the amounts not rece�ved are not assessable 
under the sts rules th�s year – for example, trade debtors 
as at 30 June 2007.

show these amounts as �ncome subtract�ons at 
a  Income reconciliation adjustments. 

if the partnersh�p or trust �s cont�nu�ng �n the sts th�s year, 
has chosen to cont�nue us�ng the sts account�ng method 
and has �ncluded at any expense labels at �tem 5 amounts 
of general deduct�ons, repa�rs or tax-related expenses that 
have been �ncurred but not pa�d �n 2006–07, the amounts 
not pa�d are not deduct�ble under the sts rules th�s year 
– for example, trade cred�tors as at 30 June 2007.

show these amounts as expense add backs at b  Expense 
reconciliation adjustments.

Adjustments when changing from the STS 
accounting method
if the partnersh�p or trust �s cont�nu�ng �n the sts th�s year 
but has stopped us�ng the sts account�ng method, read 
below.

if the partnersh�p or trust has prev�ously not �ncluded at 
any �ncome label at �tem 5 amounts of ord�nary �ncome 
that were der�ved but not rece�ved wh�le us�ng the sts 
account�ng method, these amounts are assessable th�s 
year. show these amounts as �ncome add backs at  
a  Income reconciliation adjustments.

if the partnersh�p or trust has prev�ously not �ncluded at any 
expenses labels at �tem 5 amounts of general deduct�ons, 
repa�rs or tax-related expenses that were �ncurred but not 
pa�d wh�le us�ng the sts account�ng method, these amounts 
are deduct�ble th�s year. show these amounts as expense 
subtract�ons at b  Expense reconciliation adjustments, 
unless they are tax-related expenses. include the deduct�on 
for tax-related expenses at �tem 15 on the tax return.

Disposal of depreciating assets
if the partnersh�p or trust has d�sposed of deprec�at�ng 
assets dur�ng the �ncome year, the follow�ng amounts (�f 
any) are �ncome add backs at a  Income reconciliation 
adjustments:
n taxable purpose proport�on of the term�nat�on value of 

low cost assets d�sposed of for wh�ch an �mmed�ate 
deduct�on has been cla�med, and

n �f the clos�ng pool balance of the sts pool �s less than 
zero, the amount below zero, and

n assessable balanc�ng adjustment amounts on the 
d�sposal of deprec�at�ng assets not subject to the sts 
deprec�at�on rules.

show any deduct�ble balanc�ng adjustment amounts on 
the d�sposal of deprec�at�ng assets not subject to the sts 
deprec�at�on rules as expense subtract�ons at b  Expense 
reconciliation adjustments.

Prepaid expenses
sts taxpayers are ent�tled to an �mmed�ate deduct�on 
for prepa�d expenses �f the expend�ture �s �ncurred for a 
per�od of serv�ce not exceed�ng 12 months and the el�g�ble 
serv�ce per�od ends on or before the last day of the next 
year of �ncome. if the el�g�ble serv�ce per�od �s more than 
12 months, or ends after the next year of �ncome, you 
must apport�on the deduct�on for the expend�ture over 
the el�g�ble serv�ce per�od or 10 years, wh�chever �s less. 
the �mmed�ate deduct�on under th�s 12-month rule does 
not apply to expend�ture �ncurred under a tax shelter 
agreement except where �t �s for certa�n expend�ture 
�ncurred under a plantat�on forestry managed agreement. 
for more �nformat�on, see Deductions for prepaid expenses 
2007. if expense labels �nclude prepa�d expenses that d�ffer 
from the amounts allowable as deduct�ons �n the 2006–07 
�ncome year, make the reconc�l�at�on adjustment at  
b  Expense reconciliation adjustments.

Reconciliation adjustments for non-STS taxpayers
some of the reconc�l�at�on adjustments that may apply to 
non-sts taxpayers are expla�ned below. Worksheet 1 on 
pages 71–72 w�ll help w�th the calculat�ons.

Exiting from the STS this year
if the partnersh�p or trust has ex�ted from the sts th�s 
year and has prev�ously not �ncluded at any �ncome labels 
at �tem 5 amounts of ord�nary �ncome that were der�ved 
but not rece�ved wh�le �n the sts, these amounts are 
assessable th�s year – for example, trade debtors as at 
30 June 2006.

show these amounts as �ncome add backs at a  Income 
reconciliation adjustments.

if the partnersh�p or trust has ex�ted from the sts th�s year 
and has prev�ously not �ncluded at any expense labels 
at �tem 5 amounts of general deduct�ons, repa�rs or tax-
related expenses that were �ncurred but not pa�d wh�le 
�n the sts, these amounts are deduct�ble th�s year – for 
example, trade cred�tors as at 30 June 2005.

show these amounts (other than tax-related expenses) 
as expense subtract�ons at b  Expense reconciliation 
adjustments. include the deduct�on for tax-related 
expenses at �tem 15 on the tax return.
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Trading stock on hand (non-STS taxpayers )
reconc�l�at�on adjustments w�ll be requ�red where the tax 
values of trad�ng stock on hand have not been used �n 
calculat�ng the amount shown at Expenses, e  Cost of 
sales. any excess of the tax value of clos�ng stock over the 
tax value of open�ng stock would be an �ncome add back. 
any excess of the tax value of open�ng stock over the tax 
value of clos�ng stock would be an expense subtract�on.  
if you have used account�ng values for trad�ng stock on 
hand �n calculat�ng the amount shown at e  Cost of sales, 
you w�ll need to take further reconc�l�at�on adjustments from 
those amounts.

for more �nformat�on on the tax value of trad�ng stock, see 
36 Opening stock and 38 Closing stock.

Prepaid expenses (non-STS taxpayers)
the partnersh�p’s or trust’s total deduct�on for prepa�d 
expenses �n the 2006–07 �ncome year may compr�se two 
components:
n the part of prepa�d expenses �ncurred �n the 2006–07 

�ncome year wh�ch relates to that �ncome year, and
n that part of the 2005–06 or earl�er �ncome year’s expense 

that was not deduct�ble �n that �ncome year, but wh�ch 
�s deduct�ble �n the 2006–07 �ncome year under the 
prepayment rules.

for more �nformat�on, see Deductions for prepaid  
expenses 2007.

if expense labels �nclude prepa�d expenses that d�ffer from 
the amounts allowable as deduct�ons �n the 2006–07 
�ncome year, make the reconc�l�at�on adjustment at  
b  Expense reconciliation adjustments.

net income or loss from business
the net �ncome or loss from bus�ness �s total bus�ness 
�ncome less total expenses �ncurred �n produc�ng that 
�ncome, adjusted by any reconc�l�at�on �tems.

show the net �ncome or loss from bus�ness at:
n Q  for pr�mary product�on, and/or
n r  for non-pr�mary product�on.

if the amount at Q  or r  �s a loss, pr�nt L �n the box at the 
r�ght of the amount.

show at s :
n  total bus�ness �ncome, m�nus
n o  Total expenses, plus or m�nus
n a  Income reconciliation adjustments and  

b  Expense reconciliation adjustments.

the sum of the net �ncome or loss from bus�ness at:
n Q  for pr�mary product�on, and
n r  for non-pr�mary product�on

equals the amount shown at s .

if the amount at s  �s an overall loss, pr�nt L �n the box at 
the r�ght of the amount.

6 taX Withheld
tax withheld where abn not quoted
show at t  the total of amounts w�thheld from �ncome 
subject to w�thhold�ng where an aBn was not quoted. 
th�s amount equals the sum of the amounts shown �n the 
tax w�thheld boxes on the Non-individual PAYG payment 
summary schedule 2007. for �nstruct�ons on complet�ng 
the schedule, see Non-individual PAYG payment 
summary schedule on page 3.

do not �nclude any share of amounts w�thheld that �s a 
d�str�but�on from another partnersh�p or trust where an aBn 
was not quoted. show th�s at c  Share of credit for tax 
withheld where ABN not quoted �tem 8.

if an amount of tax w�thheld �s shown at t , you must 
declare the correspond�ng gross �ncome at c  and/or  
d  Gross payments where ABN not quoted �tem 5. 

credit for tax withheld – foreign resident 
withholding 
show at u  the total amount of tax w�thheld from payments 
subject to fore�gn res�dent w�thhold�ng. do not �nclude any 
share of fore�gn res�dent w�thhold�ng cred�ts d�str�buted 
to the partnersh�p or trust from other partnersh�ps and/or 
trusts. show these amounts at �tem 8.

if a cred�t �s cla�med at u  for tax w�thheld under fore�gn 
res�dent w�thhold�ng, the correspond�ng gross payment 
must be shown at b  Gross payments subject to foreign 
resident withholding �tem 5.
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7 credit for interest on earlY           
PaYments – amount of interest  
show at W  only the calculated �nterest amount of 50 
cents or more for early payment. do not show actual 
payments.

early payment �nterest �s payable only where the tax �s 
actually pa�d more than 14 days before the due date 
for payment. amounts wh�ch may attract early payment 
�nterest �nclude payments of:
n �ncome tax (�nclud�ng med�care levy)
n  a penalty on the shortfall of �ncome tax relat�ng to 

an amended assessment for �ncome years up to and 
�nclud�ng 1999–2000

n an �nterest charge for lodg�ng a late �ncome tax return 
for �ncome years up to and �nclud�ng 1999–2000

n an �nterest charge on the shortfall of �ncome tax relat�ng 
to an amended assessment for �ncome years up to and 
�nclud�ng 1999–2000

n a shortfall �nterest charge.

amounts wh�ch are not d�rectly pa�d but are reduced by 
the cred�t�ng or apply�ng of an amount, do not attract early 
payment �nterest. these amounts �nclude:
n cred�t for �nstalments payable under the paYG 

�nstalment reg�me
n cred�t for amounts w�thheld from w�thhold�ng payments 

under the paYG w�thhold�ng reg�me
n an overpayment of other �ncome tax l�ab�l�t�es
n an rBa surplus, and
n any other cred�t ent�tlement ar�s�ng under a taxat�on law.

early payment �nterest �s also not payable on:
n any component of the payment that exceeds the 

amount due, and
n an amount for any per�od dur�ng wh�ch that amount also 

attracts �nterest on overpayment.

for taxable trusts, early payment �nterest �s calculated 
from the later of:
n the date of �ssue of the not�ce not�fy�ng the amount of 

tax or �nterest, or
n the date the early payment �s made.

interest �s payable up to the due date for payment, but 
only on the amount of payment up to the value of the 
debt.

however, where an amount that �s pa�d early �s refunded 
before the day �t becomes due and payable, �nterest does 
not accrue on the amount for any per�od after the day �t �s 
refunded.

date of payment �s:
n the date shown on the rece�pt from the tax off�ce or 

post off�ce, or
n the date payment �s posted to the tax off�ce plus three 

days, or
n the date shown on the taxpayer’s bank statement 

where payment �s made through d�rect deb�t – that �s, 
electron�c funds transfer (eft).

table 13
interest rates for early payments calculation: 

Period Interest rate (p.a.)

Jul–sep 2006 5.87%

oct–dec 2006 6.19%

Jan–mar 2007 6.37%

apr–Jun 2007 6.37%

if the early payment extends over two or more �nterest 
per�ods, calculate the �nterest for the number of days �n 
each per�od.

interest �s calculated as follows:

interest = number of days × amount of × �nterest rate 
  365 *  payment  for per�od

* 366 for a leap year

Keep a record of the amount of early payment �nterest 
cla�med. th�s �nterest �s assessable as �ncome �n the 
�ncome year �t �s pa�d or cred�ted aga�nst another l�ab�l�ty.

8 PartnershiPs and trusts
the partnersh�p’s or trust’s �ncome from another 
partnersh�p �ncludes �ncome or a loss wh�ch the 
partnersh�p or trust rece�ved, was ent�tled to rece�ve or was 
ent�tled to deduct �n respect of that other partnersh�p.

the partnersh�p’s or trust’s �ncome from another trust 
�ncludes �ncome the partnersh�p or trust rece�ved or was 
ent�tled to rece�ve as a benef�c�ary under a w�ll, settlement, 
deed of g�ft or other �nstrument of trust.
d�str�but�ons from another partnersh�p or trust �nclude the 
share of any:
n tfn amounts w�thheld from �nterest, d�v�dends and un�t 

trust d�str�but�ons
n frank�ng cred�ts attached to franked d�v�dends rece�ved 

�nd�rectly from an austral�an frank�ng company 
n amounts w�thheld where an aBn was not quoted.

copy the deta�ls from any statements rece�ved from the 
other partnersh�ps and trusts to worksheet 2 on page 73. 
th�s �s the partnersh�p’s or trust’s record �f the tax off�ce 
needs more deta�ls later.

 note
n do not show any d�v�dends or frank�ng cred�ts 

�nd�rectly rece�ved that were attr�butable to 
d�str�but�ons from a new Zealand frank�ng company 
at th�s label. show these amounts at �tem 20 Other 
assessable foreign source income. 

n do not �nclude any trust amounts treated as d�v�dends 
under d�v�s�on 7a of the itaa 1936. show these 
amounts at k  Unfranked amount �tem 11. 

n do not �nclude fore�gn �ncome or a cap�tal ga�n �n 
�ncome d�str�but�ons from partnersh�ps and trusts at 
�tem 8. show fore�gn �ncome at:
– �tem 19 Attributed foreign income, and
– �tem 20 Other assessable foreign source income.
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n  show net cap�tal ga�ns (�nclud�ng fore�gn cap�tal 
ga�ns) at �tem 18 Capital gains. d�v�dends rece�ved 
from l�sted �nvestment compan�es are not d�str�but�ons 
of net cap�tal ga�ns. for more �nformat�on, see the 
Guide to capital gains tax 2007.

n  a partnersh�p does not own assets for cGt 
purposes. a partnersh�p asset �s owned by the 
partners �n the proport�on to wh�ch they have agreed. 
if a cGt event happens �n relat�on to a partnersh�p 
dur�ng the year or to one of �ts cGt assets, or the 
partnersh�p rece�ved a share of a cap�tal ga�n from a 
trust, any cap�tal ga�n or cap�tal loss �s made by the 
partners �nd�v�dually. each partner must calculate 
the�r cap�tal ga�n or cap�tal loss by reference to the 
partnersh�p agreement, or to partnersh�p law �f there �s 
no agreement, and �nclude �t on the�r own tax return. 
for more �nformat�on on how a partner returns the�r 
share of a cap�tal ga�n or cap�tal loss, see the Guide to 
capital gains tax 2007. 

if fam�ly trust d�str�but�on tax (ftdt) has been pa�d on 
a conferral of present ent�tlement to, or d�str�but�on of, 
�ncome or cap�tal of another partnersh�p or trust wh�ch 
would otherw�se be assessable to the partnersh�p or trust, 
the �ncome or cap�tal �s excluded from the partnersh�p’s 
or trust’s assessable �ncome under sect�on 271-105 
of schedule 2f to the itaa 1936. You cannot cla�m a 
deduct�on for any losses or outgo�ngs �ncurred �n der�v�ng 
an amount wh�ch �s excluded from assessable �ncome 
under sect�on 271-105. You can cla�m a cred�t or tax offset 
for any frank�ng cred�t attached to a d�v�dend wh�ch �s 
exempt �ncome by reason of sect�on 271-105. for more 
�nformat�on about the c�rcumstances �n wh�ch ftdt �s 
payable, see pages 14 and 17.

if the trustee of a closely held trust �s subject to ult�mate 
benef�c�ary non-d�sclosure tax (uBnt) on a share of net 
�ncome of the closely held trust, the trustee benef�c�ary 
(and as a result any partnersh�p or other trust to wh�ch that 
share of net �ncome may pass or ult�mate benef�c�ary) does 
not need to �nclude that share of net �ncome �n the�r own 
assessable �ncome.

PrimarY Production

distribution from partnerships
show at a  the amount of pr�mary product�on �ncome or 
loss d�str�but�on from other partnersh�ps.

if th�s amount �s a loss, pr�nt L �n the box at the r�ght of the 
amount.

distribution from trusts
show at z  the amount of pr�mary product�on �ncome 
d�str�but�on from other trusts. include �ncome to wh�ch 
the partnersh�p or trust became presently ent�tled �n the 
�ncome year but has not yet rece�ved. if th�s amount �s a 
loss, pr�nt L �n the box at the r�ght of the amount. show a 
loss at z  only �f �t �s a component of an overall d�str�but�on 
of net �ncome from the same trust.

if th�s amount �s not a loss, �n the box at the r�ght of z  
pr�nt the code from table 1 on page 18 that best descr�bes 
the type of trust from wh�ch the d�str�but�on �s made. if 
th�s amount �s from more than one type of trust, pr�nt the 
code that represents the trust w�th the greatest amount of 
d�str�but�on.

deductions relating to distribution in a  and z

show at s  the partnersh�p’s or trust’s deduct�ons for �ts 
own expenses relat�ng to pr�mary product�on d�str�but�ons 
from other partnersh�ps or trusts.

if any expenses have been prepa�d, the amount that can 
be cla�med at s  may be affected by the prepayment 
prov�s�ons. for more �nformat�on, see Deductions for 
prepaid expenses 2007.

expenses l�sted here that are costs assoc�ated w�th 
borrow�ng and serv�c�ng debt may not be allowable 
deduct�ons under the th�n cap�tal�sat�on rules. for more 
�nformat�on, see append�x 3. the d�sallowed amount 
reduces the amount that would otherw�se go at s .

net primary production distributions
show at th�s label the net result of partnersh�p and/or trust 
d�str�but�ons of pr�mary product�on �ncome.

pr�nt the total amount �n the box at Net primary 
production distribution. if th�s amount �s a loss, pr�nt L �n 
the box at the r�ght of the amount.

non-PrimarY Production
distribution from partnerships, less foreign 
income
show at b  the amount of non-pr�mary product�on �ncome 
or loss d�str�but�on from other partnersh�ps. include any 
share of cred�t for tax w�thheld from fore�gn res�dent 
w�thhold�ng that �s attached to the d�str�but�on. (You also 
�nclude the share of cred�t at u  Share of credit from 
foreign resident withholding �tem 8.) 

if the amount at b  �s a loss, pr�nt L �n the box at the r�ght 
of the amount. 

if the d�str�but�on �ncludes franked d�v�dends from a frank�ng 
ent�ty, check the adv�ce deta�l�ng the d�str�but�on to ensure 
that the amounts to be �ncluded at th�s label represent both 
the partnersh�p’s or trust’s share of the franked d�v�dend 
and �ts share of the frank�ng cred�t attached to the franked 
d�v�dend. the frank�ng cred�t �s also �ncluded at d  Share 
of franking credit from franked dividends �tem 8.

do not show any d�v�dends or frank�ng cred�ts �nd�rectly 
rece�ved that were attr�butable to d�str�but�ons from a new 
Zealand frank�ng company at th�s label. if the partnersh�p 
or trust rece�ved d�v�dends or frank�ng cred�ts �nd�rectly 
from a new Zealand frank�ng company, see �tem 20 Other 
assessable foreign source income.
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 note
if the partnersh�p or trust rece�ved a d�str�but�on from 
another partnersh�p and that other partnersh�p adv�sed 
that �t cla�med a deduct�on �n respect of a l�sted 
�nvestment company (lic) cap�tal ga�n amount, the 
partnersh�p or trust �s requ�red to �nclude �ts share of the 
deduct�on allowed to the other partnersh�p at �tem 12 
Other Australian income.

distribution from trusts, less net capital gain 
and foreign income
show at r  the amount of non-pr�mary product�on �ncome 
d�str�but�ons from other trusts. include any share of cred�t 
for tax w�thheld from fore�gn res�dent w�thhold�ng that �s 
attached to the d�str�but�on. (You also �nclude the share 
of cred�t at u  Share of credit from foreign resident 
withholding �tem 8). if the d�str�but�on �ncludes franked 
d�v�dends from a frank�ng ent�ty, check the adv�ce deta�l�ng 
the d�str�but�on to ensure that the amounts to be �ncluded 
at th�s label represent both the partnersh�p’s or trust’s share 
of the franked d�v�dend and �ts share of the frank�ng cred�t 
attached to the franked d�v�dend. the frank�ng cred�t �s 
also �ncluded at d  Share of franking credit from franked 
dividends �tem 8.

do not show any d�v�dends or frank�ng cred�ts �nd�rectly 
rece�ved wh�ch were attr�butable to d�str�but�ons from 
a new Zealand frank�ng company at th�s label. if the 
partnersh�p or trust rece�ved d�v�dends or frank�ng cred�ts 
�nd�rectly from a new Zealand frank�ng company, see �tem 
20 Other assessable foreign source income. 

include �ncome to wh�ch the partnersh�p or trust became 
presently ent�tled �n the �ncome year but has not yet 
rece�ved. if th�s amount �s a loss, pr�nt L �n the box at the 
r�ght of the amount. show a loss at r  only �f the amount �s 
a component of an overall d�str�but�on of net �ncome from 
the same trust.

if th�s amount �s not a loss, �n the box at the r�ght of r  
pr�nt the code from table 1 on page 18 that best descr�bes 
the type of trust from wh�ch the d�str�but�on �s made. if 
th�s amount �s from more than one type of trust, pr�nt the 
code that represents the trust w�th the greatest amount of 
d�str�but�on.

 note
if the partnersh�p or trust rece�ved a d�str�but�on from 
another trust and that other trust adv�sed that �t cla�med 
a deduct�on �n respect of a l�sted �nvestment company 
(lic) cap�tal ga�n amount, the partnersh�p or trust �s 
requ�red to �nclude �ts share of the deduct�on allowed to 
the other trust at �tem 12 Other Australian income.

deductions relating to distribution in b  and r

show at t  the partnersh�p’s or trust’s deduct�ons for �ts 
own expenses for non-pr�mary product�on d�str�but�ons 
from other partnersh�ps or trusts. if any expenses have 
been prepa�d, the amount that can be cla�med at t  
may be affected by the prepayment prov�s�ons. for more 
�nformat�on, see Deductions for prepaid expenses 2007.

expenses l�sted here that are costs assoc�ated w�th 
borrow�ng and serv�c�ng debt may not be allowable 
deduct�ons under the th�n cap�tal�sat�on rules. for more 
�nformat�on, see append�x 3. the d�sallowed amount 
reduces the amount that would otherw�se go at t .

if ftdt has been pa�d on �ncome or cap�tal of another 
partnersh�p or trust to wh�ch the partnersh�p or trust �s 
presently ent�tled or wh�ch has been d�str�buted to the 
partnersh�p or trust, the �ncome or cap�tal �s excluded 
from the assessable �ncome of the partnersh�p or trust 
under sect�on 271-105 of schedule 2f to the itaa 1936. 
do not show th�s at a , z , b  or r . You cannot cla�m a 
deduct�on for any losses or outgo�ngs �ncurred �n der�v�ng 
an amount wh�ch �s excluded from assessable �ncome 
under sect�on 271-105 at s  or t . for more �nformat�on 
about the c�rcumstances �n wh�ch ftdt �s payable see 
page 14 for partnersh�ps and page 17 for trusts.

if the trustee of a closely held trust �s subject to uBnt on 
a share of net �ncome of the closely held trust, the trustee 
benef�c�ary (and as a result any partnersh�p or other trust 
to wh�ch that share of net �ncome may pass or ult�mate 
benef�c�ary) does not need to �nclude that share of net 
�ncome �n the�r own assessable �ncome and does not show 
�t at a , z , b  or r . You cannot cla�m any losses or 
outgo�ngs �ncurred �n der�v�ng an amount wh�ch �s excluded 
from assessable �ncome at s  or t .

net non-primary production distribution
show at th�s label the net result of partnersh�p and/or trust 
d�str�but�ons of non-pr�mary product�on �ncome.

pr�nt the total amount �n the box at Net non-primary 
production distribution. if th�s amount �s a loss, pr�nt L �n 
the box at the r�ght of the amount.

share of credits from income
share of credit for tax withheld where abn not 
quoted
if the �ncome shown at a , z , b  or r  �ncludes any share 
of amounts w�thheld where an aBn was not quoted, show 
the share of that cred�t at c .

share of franking credit from franked dividends
show at d  the partnersh�p’s or trust’s share of any 
frank�ng cred�ts from a frank�ng ent�ty rece�ved through 
another partnersh�p or trust.

show frank�ng cred�ts rece�ved d�rectly from a pay�ng 
frank�ng ent�ty at m  Franking credit �tem 11.

do not show frank�ng cred�ts relat�ng to a d�v�dend rece�ved 
through another partnersh�p or trust �f:

n they were attr�butable to a d�str�but�on from a new 
Zealand frank�ng company. if the partnersh�p or trust 
rece�ved frank�ng cred�ts �nd�rectly from a new Zealand 
frank�ng company, see �tem 20 Other assessable 
foreign source income.

n the hold�ng per�od rule and related payments rule 
were not sat�sf�ed �n relat�on to the d�v�dend. for more 
�nformat�on, see append�x 1.
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n ftdt has been pa�d on the d�v�dend pa�d or cred�ted 
by a company wh�ch has made an �nterposed ent�ty 
elect�on. the d�v�dend �s excluded from assessable 
�ncome under sect�on 271-105 of schedule 2f to the 
itaa 1936. a frank�ng cred�t or tax offset cannot be 
cla�med for any frank�ng cred�t attached to that d�v�dend. 
for more �nformat�on about the c�rcumstances �n wh�ch 
ftdt �s payable, see pages 14 and 17, or

n the trustee of a closely held trust �s subject to uBnt 
on a share of net �ncome of the closely held trust. the 
trustee benef�c�ary (and as a result any subsequent 
benef�c�ary) does not need to �nclude that share of net 
�ncome �n the�r own assessable �ncome and a cred�t 
or tax offset cannot be cla�med for any frank�ng cred�t 
attached to that d�v�dend.

share of credit for tfn amounts withheld from 
interest, dividends and unit trust distributions
unless the partnersh�p or trust cla�med an exempt�on or 
lodged a tfn w�th the �nvestment body, amounts may be 
w�thheld from �nterest, d�v�dends and un�t trust d�str�but�ons. 
these amounts w�thheld from �nterest, d�v�dends and un�t 
trust d�str�but�ons are called tfn amounts w�thheld. the 
w�thhold�ng �s currently at a rate of 46.5% of the payment 
made.

show at e  the share of the net amount of tfn amounts 
w�thheld on �nterest, d�v�dends and un�t trust d�str�but�ons 
relat�ng to a d�str�but�on from another partnersh�p or trust. 
cred�ts for tfn amounts w�thheld are allowed �n the 
assessments of the partners, benef�c�ar�es or trustees.

share of credit for tax withheld from foreign 
resident withholding  
amounts may be w�thheld from some payments to 
spec�f�c rec�p�ents due to the operat�on of the fore�gn 
res�dent w�thhold�ng measure. these payments relate to 
enterta�nment or sports act�v�t�es, construct�on and related 
act�v�t�es and cas�no gam�ng junket act�v�t�es.

show at u  the partnersh�p’s or trust’s share of any 
fore�gn res�dent w�thhold�ng cred�ts rece�ved from other 
partnersh�ps and/or trusts. ensure that th�s amount �s 
�ncluded �n the gross d�str�but�on amount shown at �tem 8, 
e�ther at b  Distribution from partnerships, less foreign 
income or r  Distribution from trusts, less net capital 
gain and foreign income.

9 rent
STS taxpayers
if the partnersh�p or trust �s cont�nu�ng �n the sts th�s year 
and has chosen to cont�nue us�ng the sts account�ng 
method, base the gross rent at f , �nterest deduct�ons at 
g , and general deduct�ons and repa�rs �ncluded at h  on 
the sts account�ng method. deprec�at�ng assets used 
�n rental propert�es are generally excluded from the sts 
cap�tal allowance rules on the bas�s that the assets are part 
of property that �s subject to a deprec�at�ng asset lease.  
for more �nformat�on, see page 23.

gross rent
show at f  the gross amount of rental �ncome. th�s �tem 
cannot be a loss.

rental �ncome �ncludes book�ng or lett�ng fees, bond 
moneys �f the partnersh�p or trust becomes ent�tled to 
reta�n them, any �nsurance payouts that compensate for 
lost or forgone rent and re�mbursements from tenants of 
deduct�ble expenses �ncurred.

if the partnersh�p or trust �s reg�stered for Gst and Gst �s 
payable �n relat�on to rental �ncome, exclude the Gst from 
gross rent at f .

show rent from fore�gn sources at �tem 20 Other 
assessable foreign source income.

 note
Lease premium received from a CGT event

 a cap�tal ga�n or a cap�tal loss made from the rece�pt 
of a lease prem�um �s shown on each partner’s own tax 
return.

 a cap�tal ga�n or a cap�tal loss made from the rece�pt 
of a lease prem�um �s shown at �tem 18 Capital gains.

for more �nformat�on about cGt events �nvolv�ng leases, 
see the Guide to capital gains tax 2007.

interest deductions
if borrowed mon�es are used to f�nance a property 
�nvestment, �nterest pa�d on the borrow�ng generally �s 
deduct�ble.

however, the th�n cap�tal�sat�on rules may apply to 
reduce �nterest deduct�ons. these rules place a l�m�t on 
the amount of �nterest and other borrow�ng costs that 
can be deducted for austral�an tax purposes. for more 
�nformat�on, see append�x 3. the d�sallowed amount 
reduces the amount that would otherw�se go at g .

show at g  the total deduct�ble amount of �nterest 
expenses �ncurred �n earn�ng rental �ncome.

capital works deductions
show at X  the total cap�tal works deduct�ons amount 
for rental bu�ld�ngs only. for �nformat�on on cap�tal works 
deduct�ons, see append�x 5.

other rental deductions
show at h  the total of other deduct�ble expenses �ncurred 
�n earn�ng rental �ncome.

if the partnersh�p or trust �s reg�stered for Gst and Gst �s 
payable �n relat�on to rental �ncome, exclude any �nput tax 
cred�t ent�tlements that ar�se �n relat�on to expenses from 
the amount shown at h .

expenses l�sted here that are costs assoc�ated w�th 
borrow�ng and serv�c�ng debt may not be allowable 
deduct�ons under the th�n cap�tal�sat�on rules. for more 
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�nformat�on, see append�x 3. the d�sallowed amount 
reduces the amount that would otherw�se go at h .

deduct�ons for the decl�ne �n value of deprec�at�ng assets 
used to earn rental �ncome are generally shown at h . 
however, �f the partnersh�p or trust has allocated some 
of these assets to a low-value pool, you may need to 
show deduct�ons at �tem 15 Other deductions. for more 
�nformat�on, see append�x 6.

net rent
show at th�s label the net amount of any rent. if th�s 
amount �s a loss, pr�nt L �n the box at the r�ght of the 
amount.

for more �nformat�on, see Rental properties 2007 
(nat 1729–6.2007).

 note
tax agents who lodge partnersh�p or trust tax returns 
through els must complete the Partnerships and 
trusts rental property schedule 2007 �f �tem 9 Rent 
�s completed. You do not have to complete the 
partnersh�ps and trusts rental property schedule �f you 
are lodg�ng a paper vers�on of the partnersh�p or trust 
tax return.

10 gross interest 
show at j  the �nterest from banks and cred�t un�ons, 
bu�ld�ng soc�et�es, debentures, notes and depos�ts, �ncome 
accrued on d�scounted or deferred �nterest secur�t�es, 
government secur�t�es, austral�an Government loans �ssued 
before 1 november 1968 and �nterest pa�d by the tax off�ce.

the total – that �s the gross amount of �nterest rece�ved or 
cred�ted – must be �ncluded �n assessable �ncome.

 note
show �nterest that �s part of a cash management trust 
d�str�but�on or other s�m�lar trust �nvestment product at 
�tem 8 Partnerships and trusts.

copy deta�ls from all statements to worksheet 3 on 
page 74. Keep the worksheet w�th your tax records.

do not �nclude non-share d�v�dends rece�ved from hold�ng 
a non-share equ�ty �nterest. if the partnersh�p or trust holds 
such an �nterest, the �ssuer �s obl�ged to forward a d�v�dend 
statement w�th deta�ls of the d�v�dends, wh�ch should be 
shown at �tem 11 Dividends. further �nformat�on on  
non-share d�v�dends and non-share equ�ty �nterests �s �n 
the Debt and equity tests: guide to the debt and equity 
tests, ava�lable on our webs�te.

discounted, deferred interest or capital-indexed 
securities
show at j  the appropr�ate amount of d�scount, �nterest 
or other ga�n wh�ch accrued th�s �ncome year on a 
d�scounted, deferred �nterest or cap�tal-�ndexed secur�ty:
n that �ssued after 16 december 1984
n that had a matur�ty date more than 12 months from the 

�ssue date, and
n �f the sum of all payments under the secur�ty (except 

per�od�c �nterest – for example, a coupon rate) exceeds 
�ts �ssue pr�ce by greater than 1.5%.

eXamPle 12

on 1 July a zero-�nterest-d�scounted secur�ty �s �ssued 
at $82.65, redeemable on 30 June after two years at a 
face value of $100. the �nvestor holds the secur�ty unt�l 
�t matures. the �nvestor �s requ�red by the itaa 1936 to 
calculate the effect�ve rate of �nterest for each s�x-month 
per�od. in th�s case �t �s 4.88%.

the accrued amount �ncluded �n the total �ncome each 
�ncome year �s equal to the �ncrease �n value of the 
secur�ty �n that year, as follows:

table 14

Value of security at: Year 1 
($)

Year 2 
($)

Beg�nn�ng of year (a) 82.65 90.91

half-year (b) 86.68 95.35

increase (b) – (a)  =  (c) 4.03 4.44

end of year (d) 90.91 100.00

increase (d) – (b)  =  (f) 4.23 4.65

increase for year (c) + (f) 8.26 9.09

in the example the s�x-monthly per�od falls at exactly 
half-year.

tfn amounts withheld from gross interest
show at i  any tfn amounts w�thheld from gross �nterest 
where a tfn has not been prov�ded to the �nvestment 
body.

Record keeping
Keep all documents �ssued by the �nvestment body that 
deta�l payments of �ncome and any tfn amounts w�thheld 
from those payments.

do not attach these documents to the partnersh�p or trust 
tax return – keep them w�th the partnersh�p’s or trust’s tax 
records.

 note
We may check the amount shown at j  w�th our 
own records to determ�ne accuracy. see Information 
matching on page 5.
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11 dividends 
if the partnersh�p or trust �s a shareholder or holder of a 
non-share equ�ty �nterest �n a company (�nclud�ng a l�sted 
�nvestment company), or held un�ts �n a corporate un�t 
trust or a publ�c trad�ng trust, the company, corporate un�t 
trust or publ�c trad�ng trust g�ves the partnersh�p or trust 
a statement of d�v�dends or non-share d�v�dends. th�s 
statement �ncludes:
n the name of the ent�ty mak�ng the d�str�but�on
n the date on wh�ch the d�str�but�on was made
n the amount of the d�str�but�on
n the amount of frank�ng cred�t allocated to the d�str�but�on
n the frank�ng percentage for the d�str�but�on
n the amount of any w�thhold�ng tax that has been 

deducted from the d�str�but�on
n the name of the shareholder
n �f the d�str�but�on �s unfranked, a statement to that effect, 

and
n �f the d�str�but�on �s franked, the franked amount and the 

unfranked amount of the d�str�but�on.

if a franked d�str�but�on has been rece�ved w�th an 
assoc�ated d�str�but�on statement that does not d�st�ngu�sh 
between the franked and unfranked port�ons of the 
d�v�dend, �nclude the total d�v�dend amount at l  Franked 
amount and �nclude any attached frank�ng cred�ts at  
m  Franking credit.

show only amounts rece�ved from austral�an compan�es, 
corporate l�m�ted partnersh�ps, corporate un�t trusts and 
publ�c trad�ng trusts. show d�v�dends that are part of a 
d�str�but�on from a managed �nvestment fund or other 
s�m�lar trust �nvestment product at �tem 8 Partnerships 
and trusts. show d�v�dends rece�ved from fore�gn sources, 
�nclud�ng d�v�dends from a new Zealand company w�th 
austral�an frank�ng cred�ts attached, at �tem 20 Other 
assessable foreign source income.

copy deta�ls from all statements to worksheet 4 on 
page 75. Keep the worksheet w�th the partnersh�p’s or 
trust’s tax records.

if the partnersh�p or trust was pa�d a d�v�dend by a 
l�sted �nvestment company (lic) and the d�v�dend 
adv�ce statement shows a lic cap�tal ga�n amount, the 
partnersh�p or trust can cla�m a deduct�on of 50% of the 
lic cap�tal ga�n amount at �tem 14 Deductions relating to 
Australian investment income.

d�str�but�ons from a f�lm l�censed �nvestment company 
(flic) may be affected by sect�on 375-872 of the itaa 
1997. th�s prov�s�on treats certa�n d�str�but�ons of 
concess�onal cap�tal (cap�tal that was �nvested �n a flic 
dur�ng �ts l�cence per�od) as franked d�v�dends.

a partnersh�p or trust wh�ch �nvested �n a flic may have 
rece�ved a not�ce from the company adv�s�ng that �t �s 
return�ng an amount of concess�onal cap�tal wh�ch, for tax 
purposes, �s a franked d�v�dend. the flic w�ll adv�se the 
amount of d�v�dend and the frank�ng cred�t.

for trusts, show the amount of the franked d�v�dend at l  
and �nclude the frank�ng cred�t at m .

for partnersh�ps, do not �nclude th�s d�v�dend and frank�ng 
cred�t on the partnersh�p’s �ncome tax return. instead, 
each partner �ncludes �t on the�r own tax return �n the same 
proport�on as that appl�cable to the subscr�pt�on payment 
for the shares.

if fam�ly trust d�str�but�on tax (ftdt) has been pa�d on a 
d�v�dend pa�d or cred�ted to the partnersh�p or trust by a 
company wh�ch has made an �nterposed ent�ty elect�on, 
the d�v�dend �s excluded from the assessable �ncome of the 
partnersh�p or trust under sect�on 271-105 of schedule 2f 
to the itaa 1936. do not show �t at k  or l . You cannot 
cla�m a deduct�on for any losses or outgo�ngs �ncurred �n 
der�v�ng an amount wh�ch �s excluded from assessable 
�ncome under sect�on 271-105 and you cannot cla�m 
a cred�t or tax offset for any frank�ng cred�t attached to 
the non-assessable non-exempt port�on of the d�v�dend. 
accord�ngly, do not �nclude any amount at m  for a frank�ng 
cred�t attached to the whole or part of a d�v�dend that �s 
non-assessable non-exempt under sect�on 271-105. for 
more �nformat�on about the c�rcumstances �n wh�ch ftdt 
�s payable, see pages 14 and 17.

for more �nformat�on on d�v�dends, frank�ng cred�ts and tax 
offset ent�tlement, see append�x 1.

unfranked amount
show at k  the gross amount of unfranked d�v�dends, 
and the unfranked amount of part�ally franked d�v�dends, 
rece�ved before any tfn amounts were w�thheld.

if the partnersh�p or trust �s a holder, or an assoc�ate of a 
holder, of a share or non-share equ�ty �nterest �n a pr�vate 
company and �t:
n rece�ved d�rectly or �nd�rectly payments, loans or 

forg�veness of debt from the company, or
n rece�ved loans or forg�veness of debt from a trustee, 

where the company has an unpa�d present ent�tlement 
from the trust, or

n rece�ved payments from a trustee wh�ch are attr�butable 
to certa�n unreal�sed ga�ns, where the company has an 
unpa�d present ent�tlement from the trust 

the amounts (subject to d�str�butable surplus and �n the 
case of a trust the unpa�d present ent�tlement) of those 
payments, loans not repa�d or debts forg�ven are returned 
as an unfranked d�v�dend unless they are spec�f�cally 
excluded under the prov�s�ons of d�v�s�on 7a of part iii of 
the itaa 1936.

d�v�dends pa�d under a demerger are generally not 
assessable d�v�dends. do not �nclude a d�v�dend pa�d under 
a demerger at k  unless the head ent�ty of the demerger 
group has elected under subsect�on 44(2) of the itaa 1936 
that �t be treated as an assessable d�v�dend.

franked amount
show at l  the franked amount of franked d�v�dends 
rece�ved before any tfn amounts were w�thheld.

if you have rece�ved a franked d�str�but�on w�th an 
assoc�ated d�str�but�on statement that does not d�st�ngu�sh 
between the franked and unfranked port�ons of the 
d�v�dend, �nclude the total d�v�dend amount at l  and 
�nclude any attached frank�ng cred�ts at m .
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franking credit
show at m  the amount of frank�ng cred�ts rece�ved d�rectly 
from a pay�ng company. 

the amount at m  �s d�str�buted to the partners, 
benef�c�ar�es or trustee and �s allowed as a tax offset to 
reduce the�r tax payable.

do not show:
n frank�ng cred�ts �f the partnersh�p or trustee d�d not 

sat�sfy the hold�ng per�od rule and the related payments 
rule �n relat�on to the d�v�dend (for more �nformat�on, see 
append�x 1)

n frank�ng cred�ts rece�ved �nd�rectly through another 
partnersh�p or trust – show these amounts at d  Share 
of franking credit from franked dividends �tem 8

n frank�ng cred�ts attached to d�str�but�ons pa�d by a new 
Zealand frank�ng company. if the partnersh�p or trust 
rece�ved franked d�str�but�ons from a new Zealand 
frank�ng company, see �tem 20 Other assessable 
foreign source income.

tfn amounts withheld from dividends
show at n  the total of tfn amounts w�thheld from 
d�v�dends rece�ved, less any refund of tfn amounts 
w�thheld.

 note
We may check the amount shown at k , l  and m  
w�th our own records to determ�ne accuracy. see 
Information matching on page x.

12 other australian income
show at o  the total amount of other austral�an �ncome. 

if the amount �s a loss, pr�nt L �n the box at the r�ght of the 
amount. the follow�ng are some examples of the amounts 
to be �ncluded at o .

gains on the disposal of traditional securities 
show at o  any ga�ns on the d�sposal or redempt�on of 
a trad�t�onal secur�ty wh�ch are assessable under sect�on 
26BB of itaa 1936. for more �nformat�on about ga�ns 
and losses on trad�t�onal secur�t�es, �nclud�ng trad�t�onal 
secur�t�es that are convert�ble notes or exchangeable 
notes, see You and your shares 2007 (nat 2632–6.2007).

bonuses from life insurance companies and 
friendly societies 
if, dur�ng the year ended 30 June 2007, the partnersh�p 
or trust rece�ved any bonuses or other amounts �n the 
nature of bonuses on the matur�ty, forfe�ture, part�al or 
full surrender of a short-term l�fe �nsurance pol�cy taken 
out after 7 december 1983, you may need to show the 
amount at o .

l�fe �nsurance pol�c�es are �ssued by l�fe �nsurance 
compan�es and fr�endly soc�et�es. 

a partnersh�p or trust �s regarded as hav�ng rece�ved a 
bonus �f �t re-�nvests or otherw�se deals w�th the bonus 
dur�ng the �ncome year.

do not �nclude the amount shown on a bonus cert�f�cate �f 
the partnersh�p or trust:
n rece�ved �t because of death, acc�dent, �llness or other 

d�sab�l�ty suffered by the person on whose l�fe the pol�cy 
was effected

n rece�ved �t under a pol�cy held by a superannuat�on 
fund or scheme, an approved depos�t fund or a pooled 
superannuat�on trust

n can show that the amount was rece�ved because of 
ser�ous f�nanc�al d�ff�cult�es, or

n rece�ved a bonus cert�f�cate �n respect of an amount 
allocated to �ncrease the amount rece�vable on surrender 
or matur�ty.

if the pol�cy has a date of commencement of r�sk on or 
before 7 december 1983, any bonuses rece�ved th�s year 
are not assessable.

if the pol�cy has a date of commencement of r�sk after 
7 december 1983, any bonus �s �ncluded �n assessable 
�ncome �n full �f rece�ved dur�ng the f�rst e�ght years after the 
date of commencement of r�sk of the pol�cy. two-th�rds of 
the bonus amount �s �ncluded �f �t �s rece�ved �n the n�nth 
year and one-th�rd of the bonus amount �f �t �s rece�ved �n 
the 10th year. amounts rece�ved after the 10th year are not 
�ncluded.

if, dur�ng the term of the pol�cy, the amount of a prem�um 
�ncreases by more than 25% over the prev�ous year’s 
prem�um, the pol�cy �s taken to have started aga�n w�th a 
commencement date at the beg�nn�ng of the pol�cy year �n 
wh�ch the prem�um �ncreased.

the partner, trustee or the benef�c�ary may, on the�r own tax 
return, cla�m a tax offset for a bonus or any other amount 
�n the nature of a bonus �ncluded �n the �ncome, �f the 
organ�sat�on �ssu�ng the l�fe pol�cy �s:
n a l�fe �nsurance company that pays tax on the �ncome 

from wh�ch the amount was pa�d, or
n a fr�endly soc�ety.

the tax offset for the 2006–07 �ncome year �s equal to 
30 cents �n each dollar.

include the bonus or other amount �n the nature of a bonus 
�n the calculat�on of net �ncome or loss of the partnersh�p or 
trust and apport�on �t among the partners or benef�c�ar�es �n 
the same rat�o as they share �n that net �ncome or loss.

if the partnersh�p or trust rece�ved assessable bonuses 
from a l�fe �nsurance company or fr�endly soc�ety, �nclude 
the total amount at o . to ensure that the tax offset �s 
allowed, attach a statement to the partnersh�p or trust 
tax return show�ng the amounts from the l�fe �nsurance 
company and fr�endly soc�ety l�fe �nsurance pol�c�es. pr�nt 
YES �n the Have you attached any ‘other attachments’? 
box at the top of page 1 of the tax return.
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Record keeping
if a bonus or other amount �n the nature of a bonus �s 
�ncluded at o , or an amount was not �ncluded because 
of the c�rcumstances under wh�ch �t was rece�ved, keep a 
record of the follow�ng:
n the type of pol�cy
n the name of the �ssu�ng organ�sat�on
n the pol�cy number
n the date the pol�cy was taken out
n the bonus statement or adv�ce
n the date that each amount was rece�ved
n the nature of each amount – for example, bonus, loan, 

w�thdrawal
n the c�rcumstances under wh�ch each amount was rece�ved 

– for example, part�al surrender of pol�cy, ser�ous f�nanc�al 
d�ff�cult�es, death, acc�dent, �llness or other d�sab�l�ty

n the bas�s of calculat�on of the amount �ncluded.

for more �nformat�on on bonuses rece�ved from certa�n l�fe 
�nsurance pol�c�es, see Taxation Ruling IT 2346 – Income 
tax: bonuses paid on certain life assurance policies 
– section 26AH – interpretation and operation.

for more �nformat�on on amounts sw�tched between 
�nvestment opt�ons for the same l�fe �nsurance pol�cy, see 
Taxation Determination TD 94/82 – Income tax: does 
section 26AH of the Income Tax Assessment Act 1936 
apply when investment options are ‘switched’ under an 
eligible policy?.

bonuses credited from friendly society income 
bonds 
include bonuses rece�ved from fr�endly soc�ety �ncome 
bonds at o . the d�str�but�on statement �ssued by fr�endly 
soc�et�es to �ncome bond holders w�ll adv�se the amount 
that should be �ncluded as �ncome. do not �nclude these 
amounts �n the calculat�on of the tax offset appl�cable to 
bonuses from l�fe �nsurance pol�c�es.

add backs: listed investment company (lic) 
capital gain
if a d�str�but�on �s rece�ved from another partnersh�p or trust 
wh�ch adv�ses that �t has cla�med a deduct�on for a lic 
cap�tal ga�n amount, the partnersh�p or trust �s requ�red to 
add back as �ncome �ts share of the deduct�on allowed to 
the other partnersh�p or trust.

royalties
for �nformat�on on royalty �ncome shown at o , see 
append�x 2.

foreign exchange gains or losses
show at o  assessable austral�an source fore�gn exchange 
(forex) ga�ns or deduct�ble losses that you have not already 
�ncluded at any other label – for example, a label �n �tem 5 
Business income and expenses. if the total amount at o  
�s a loss, pr�nt L �n the box at the r�ght of the amount.

for more �nformat�on on how to calculate forex ga�ns and 
losses, see Foreign exchange (forex) gains and losses 
on page 5.

 note
as fore�gn currency �s a cGt asset, the cap�tal ga�ns 
prov�s�ons apply to any cap�tal ga�n or cap�tal loss made 
on a cGt event happen�ng. any cap�tal ga�n would 
generally be reduced to prevent double taxat�on �f the ga�n 
was assessable under d�v�s�on 775 of the itaa 1997.

 if a partnersh�p has made a fore�gn exchange ga�n or 
loss, wh�ch �s subject to cGt, each partner must �nclude 
the�r share of the cap�tal ga�n or cap�tal loss on the�r own 
tax return.

 if a trust has made a fore�gn exchange ga�n or loss, 
wh�ch �s subject to cGt, show the cap�tal ga�n or cap�tal 
loss at a  Net capital gain �tem 18.

eligible termination payments 
an el�g�ble term�nat�on payment (etp) �s:
n a lump sum pa�d by an employer �n consequence of the 

term�nat�on of employment
n a lump sum payment from a superannuat�on fund, 

approved depos�t fund (adf), ret�rement sav�ngs 
account (rsa) or l�fe assurance company, such as:
– payments rece�ved when a superannuat�on pens�on or 

annu�ty �s changed �nto a lump sum
– payments rece�ved when a w�thdrawal �s made from 

an adf
– other payments, exclud�ng a pens�on or annu�ty from a 

superannuat�on fund
n a tax off�ce payment from the superannuat�on hold�ng 

accounts (sha) spec�al account or a payment of 
superannuat�on guarantee amounts collected 

n a payment from the sale of an act�ve asset of a small 
bus�ness, wh�ch would otherw�se be an assessable 
cap�tal ga�n – called the ‘cGt exempt component’.

an etp pa�d follow�ng the death of a person – for example, 
a payment from a superannuat�on fund or an rsa of wh�ch 
the deceased person was a member – �s called a ‘death 
benef�t etp’.

a death benef�t etp pa�d to the trustee of the deceased 
person’s estate �s assessed w�th the estate’s �ncome. 
however, prov�ded the death benef�t etp �s w�th�n the 
deceased person’s pens�on reasonable benef�t l�m�t (rBl), 
any amount that benef�ts the dependants of the deceased 
person �s not taxed.

a dependant of the deceased �s a person who, at the 
t�me of death or at the t�me the payment was made, was 
a surv�v�ng spouse or de facto spouse, an ex-spouse, a 
ch�ld of the deceased under 18 years of age, a person 
f�nanc�ally dependent on the deceased or a person w�th 
whom the deceased had an �nterdependency relat�onsh�p. 
if you need to know what ‘f�nanc�ally dependent’ or 
‘�nterdependency relat�onsh�p’ means, phone the 
superannuat�on infol�ne (see the �ns�de back cover). 
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the rBl �s the max�mum amount of superannuat�on and 
s�m�lar benef�ts that �s taxed at concess�onal or reduced 
rates. the rBl l�m�ts for the 2006–07 �ncome year are:

table 15

Lump sum RBL Pension RBL

$678,149 $1,356,291

that part of the death benef�t etp that exceeds the 
deceased person’s pens�on rBl �s called the ‘excess�ve 
component’.

the tax off�ce w�ll determ�ne �f some or all of the death 
benef�t etp �s w�th�n the pens�on rBl of the deceased. 

if some or all of the etp death benef�t �s above the pens�on 
rBl, we �ssue a wr�tten rBl determ�nat�on, wh�ch shows 
part or all of the payment as an excess�ve component. if 
the etp has an excess�ve component, also attach the rBl 
determ�nat�on to the trust tax return.

if all the benef�c�ar�es are dependants, show any 
excess�ve component at o . if all the benef�c�ar�es are 
non-dependants, or �f there are dependent and 
non-dependent benef�c�ar�es, phone the superannuat�on 
infol�ne (see the �ns�de back cover) for more �nformat�on to 
calculate the assessable amount.

the payer of a death benef�t etp should generally prov�de 
an etp payment summary for a death benef�t etp and 
th�s �s attached to the trust tax return. if you have an etp 
payment summary show�ng that amounts were w�thheld 
from the payment, attach a statement to the tax return 
�nd�cat�ng the amount that was w�thheld. pr�nt YES �n the 
Have you attached any ‘other attachments’? box at 
the top of page 1 of the tax return. if you requ�re a death 
benef�t etp payment summary or further explanat�on of 
the form phone the superannuat�on infol�ne.

for more �nformat�on on etps, see Eligible termination 
payments: a practical guide for superannuation funds 
(nat 2699) ava�lable on our webs�te.

excepted net income 
show at Excepted net income and �nclude at o  the 
excepted net �ncome rece�ved, exclud�ng net cap�tal ga�ns 
that are �ncluded at a  Net capital gain �tem 18.

also attach a statement to the trust tax return:
n deta�l�ng the d�str�but�on of excepted �ncome to each 

benef�c�ary, and
n l�st�ng each benef�c�ary who �s cons�dered to be an 

excepted person, g�v�ng support�ng reasons.

pr�nt YES �n the Have you attached any ‘other 
attachments’? box at the top of page 1 of the tax return. 
for an explanat�on of excepted �ncome and excepted 
person, see append�x 10.

13 total of items 5 to 12
show at �tem 13 the total of all austral�an �ncome. if th�s 
amount �s a loss, pr�nt L �n the box at the r�ght of the amount.

deductions
14 deductions relating to australian 
investment income
show at P  the expenses �ncurred �n earn�ng �nterest and 
d�v�dends.

if the partnersh�p or trust was pa�d a d�v�dend by a lic and the 
d�v�dend �ncluded a lic cap�tal ga�n amount, the partnersh�p 
or trust can cla�m a deduct�on of 50% of the lic cap�tal ga�n 
amount. the l�sted �nvestment company’s d�v�dend adv�ce 
statement shows the lic cap�tal ga�n amount.

expenses l�sted here that are costs assoc�ated w�th 
borrow�ng and serv�c�ng debt may not be allowable 
deduct�ons under the th�n cap�tal�sat�on rules. for more 
�nformat�on, see append�x 3. the d�sallowed amount 
reduces the amount that would otherw�se go at P .

deduct�ons for the decl�ne �n value of deprec�at�ng assets 
used to earn �nterest and d�v�dends are generally shown at 
P . however, �f the partnersh�p or trust has allocated some 
of these assets to a low-value pool, you may need to show 
deduct�ons at Q  �tem 15 Other deductions. for more 
�nformat�on, see append�x 6.

STS taxpayers
if the partnersh�p or trust �s cont�nu�ng �n the sts th�s year and 
has chosen to cont�nue us�ng the sts account�ng method, �t 
can cla�m general deduct�ons – for example, �nterest expense 
– only when they are pa�d. for more �nformat�on on the sts 
account�ng method, see pages 23–24.

15 other deductions
show at Q  any deduct�ble losses and outgo�ngs not already 
cla�med by the partnersh�p or trust at any other �tems.

if the partnersh�p or trust �s reg�stered for Gst, exclude any 
�nput tax cred�t ent�tlements for expenses �ncurred by the 
partnersh�p or trust from the amount shown at Q .

STS taxpayers
if the partnersh�p or trust �s cont�nu�ng �n the sts th�s year 
and has chosen to cont�nue us�ng the sts account�ng 
method, �t can cla�m deduct�ons for the follow�ng expenses 
only when they are pa�d:
n general deduct�ons – for example, �nterest expense
n tax-related expenses, and
n expenses for repa�rs.

for more �nformat�on on the sts account�ng method, see 
pages 23–24.

losses and outgoings
You can cla�m a deduct�on for losses and outgo�ngs �f they 
are �ncurred �n ga�n�ng or produc�ng assessable �ncome, 
or necessar�ly �ncurred �n carry�ng on a bus�ness for the 
purpose of ga�n�ng or produc�ng such �ncome.

however, under sect�on 25-90 of the itaa 1997 a partnersh�p 
or trust may be able to cla�m a deduct�on for costs �ncurred 
�n obta�n�ng or serv�c�ng debt f�nance �f the costs are �ncurred 
�n earn�ng fore�gn source �ncome wh�ch �s non-assessable 
non-exempt �ncome under sect�on 23ai, 23aJ or 23aK of 
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the itaa 1936. the amount of the deduct�on �s subject to any 
reduct�on requ�red by the th�n cap�tal�sat�on rules.

debt deduct�ons (such as �nterest and borrow�ng costs) for 
assessable fore�gn source �ncome that are not attr�butable 
to an overseas permanent establ�shment of the taxpayer 
are not quarant�ned to assessable fore�gn source �ncome. 
therefore, you can deduct these expenses aga�nst 
assessable �ncome of the partnersh�p or trust, subject to 
any reduct�on requ�red under the th�n cap�tal�sat�on rules. 
include the deduct�on for these expenses at Q . do not 
�nclude them at �tem 20 Other assessable foreign source 
income or any other �tem.

You cannot cla�m a deduct�on for the follow�ng:
n losses or outgo�ngs of cap�tal or of a cap�tal, pr�vate or 

domest�c nature, except where spec�al prov�s�on �s made 
�n the �ncome tax law

n expenses �ncurred �n ga�n�ng or produc�ng exempt or 
non-assessable non-exempt �ncome – except certa�n 
debt deduct�ons under sect�on 25-90 of the itaa 1997

n penalt�es or f�nes
n �ncome tax l�ab�l�t�es
n enterta�nment – except �n very l�m�ted c�rcumstances, and
n costs assoc�ated w�th borrow�ng and serv�c�ng debt 

to the extent that a deduct�on �s den�ed under the 
th�n cap�tal�sat�on rules. for more �nformat�on, see 
append�x 3. the d�sallowed amount reduces the amount 
that would otherw�se go �n Q .

interest expenses 
if a trustee borrows money to pay d�str�but�ons to a 
benef�c�ary, the trustee w�ll only be able to take �nto 
account the �nterest expenses �ncurred on those borrowed 
funds when calculat�ng the net �ncome of a trust estate �n 
certa�n c�rcumstances. see Taxation Ruling TR 2005/12 
– Income tax: deductibility of interest expenses incurred 
by trustees on funds borrowed in connection with 
the payment of distributions to beneficiaries for more 
�nformat�on. in order to be deduct�ble, the �nterest expense 
must be suff�c�ently connected w�th the assessable 
�ncome earn�ng act�v�ty of the trust. there w�ll be suff�c�ent 
connect�on �f the purpose of the trustee borrow�ng funds 
�s to ref�nance a returnable amount. trustees who have 
�ncurred �nterest expenses on mon�es borrowed to pay 
d�str�but�ons to benef�c�ar�es should seek adv�ce e�ther 
from the�r profess�onal adv�sers or the tax off�ce.

tax-related expenses
show at Q  any expenses �ncurred by the partnersh�p or 
trust �n the management of �ts tax affa�rs. 

expenses �ncurred �nclude:
n the cost of attend�ng a tax off�ce aud�t
n tax plann�ng
n expend�ture on your �ncome tax affa�rs – that �s, a fee 

or comm�ss�on for profess�onal adv�ce where the adv�ce 
�s prov�ded by a reg�stered tax agent, or a barr�ster or 
sol�c�tor 

n an �nterest charge �mposed by the tax off�ce on taxes 
and penalt�es not pa�d on t�me, and

n a penalty for underest�mat�ng a var�ed Gst �nstalment or 
paYG �nstalment.

show a deduct�on for the decl�ne �n value of a deprec�at�ng 
asset used for the management of the tax affa�rs of the 
partnersh�p or trust at Q . for more �nformat�on about 
work�ng out decl�ne �n value, see append�x 6. 

You cannot cla�m a deduct�on for costs for any 
offence-related matter – for example, the cost of defend�ng 
a tax prosecut�on.

if expend�ture allowed or allowable as a deduct�on �s 
recouped, �nclude the amount recouped �n assessable 
�ncome �n the year of recoupment.

losses on the disposal of traditional securities 
show at Q  any non-cap�tal losses �ncurred upon the 
d�sposal or redempt�on of a trad�t�onal secur�ty wh�ch are 
deduct�ble under sect�on 70B of the itaa 1936. for more 
�nformat�on about ga�ns and losses on trad�t�onal secur�t�es, 
�nclud�ng trad�t�onal secur�t�es that are convert�ble notes or 
exchangeable notes, see You and your shares 2007.

Payment of premiums to a non-resident insurer
You cannot cla�m a deduct�on for �nsurance prem�ums pa�d 
to a non-res�dent of austral�a for the �nsurance of property 
s�tuated �n austral�a or of an event wh�ch can happen only 
�n austral�a, unless arrangements have been made to the 
sat�sfact�on of the tax off�ce for the payment of any tax 
payable or that may become payable �n relat�on to the 
prem�um. Keep a record of the deta�ls support�ng any cla�m 
for a deduct�on.

gifts 
for the partnersh�p or trust to cla�m a deduct�on for g�fts and 
donat�ons made to an organ�sat�on, the organ�sat�on must 
be a deduct�ble g�ft rec�p�ent (dGr). dGrs are endorsed by 
the tax off�ce or spec�f�cally named �n the �ncome tax law 
(�nclud�ng prescr�bed pr�vate funds). some of the types of 
bod�es that can be endorsed as dGrs are publ�c benevolent 
�nst�tut�ons, school bu�ld�ng funds and approved overseas 
a�d funds. to check whether a rec�p�ent of a g�ft or donat�on 
�s a dGr as l�sted on the austral�an Bus�ness reg�ster, v�s�t 
the abn.business.gov.au webs�te or phone the tax off�ce’s 
non-prof�t �nfol�ne on 1300 130 248.

G�fts of property as well as money may be deduct�ble. th�s 
appl�es to g�fts of property valued by the spec�f�c valuers at 
more than $5,000, and to property purchased by the donor 
dur�ng the 12 months before the g�ft was made. if cla�m�ng 
a donat�on for property valued at more than $5,000, or 
under the cultural G�fts program, or to nat�onal trust 
bod�es, keep the requ�red valuat�on cert�f�cates.

a partnersh�p or trust may elect to spread deduct�ons over 
f�ve �ncome years or less where the g�ft �s money, property 
g�fted under the cultural G�fts program, some her�tage 
property or property valued by the austral�an Valuat�on 
off�ce at more than $5,000. for more �nformat�on about 
these elect�ons, see quest�on d8  �n TaxPack 2007.

deductions for political contributions and gifts
taxpayers, �nclud�ng partnersh�ps and trusts, w�ll be able to 
cla�m up to $1,500 for contr�but�ons or g�fts to reg�stered 
pol�t�cal part�es and up to $1,500 for contr�but�ons or g�fts 
to �ndependent members of or cand�dates for an austral�an 
parl�ament (state or federal) or leg�slat�ve assembly. 
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the contr�but�on can be money or property that the 
taxpayer purchased dur�ng the 12 months before mak�ng 
the contr�but�on or g�ft and must be at least $2 �n value. 
taxpayers can cla�m up to a max�mum of $3,000 per 
�ncome year for pol�t�cal contr�but�ons and g�fts – the total 
amount that can be cla�med each year �s l�m�ted to $1,500 
�n respect of pol�t�cal part�es and a separate l�m�t of $1,500 
�n respect of �ndependent cand�dates or members.

 note
show at Q  the deduct�on for g�fts to dGrs and 
contr�but�ons and g�fts to pol�t�cal part�es and �ndependents. 
the deduct�on cannot add to or create a tax loss. You may 
need to reduce the cla�m where the amount at �tem 17 Net 
Australian income or loss �s a loss.

subscriptions 
show at Q  expenses �ncurred for subscr�pt�ons pa�d to:
n trade, bus�ness or profess�onal assoc�at�ons
n other organ�sat�ons where the subscr�pt�on �s �ncurred �n 

the product�on of assessable �ncome, and
n journals, newspapers or magaz�nes where these relate to 

the product�on of assessable �ncome.

do not cla�m for fees pa�d to acqu�re or reta�n membersh�p 
of a sport�ng or soc�al club or a pol�t�cal party.

deductions for depreciating assets in a 
low-value pool
if the partnersh�p or trust has allocated deprec�at�ng 
assets used for d�fferent �ncome-produc�ng purposes to 
�ts low-value pool – for example, some assets that are 
used for produc�ng rental �ncome and others that are 
used �n carry�ng on a bus�ness – show the low-value pool 
deduct�on at Q . for more �nformat�on, see append�x 6.

film industry incentives 
show at Q  expenses �ncurred by a trust for the cost of 
shares �n the company that has been granted the l�cence 
(to ra�se concess�onal cap�tal) under the Film Licensed 
Investment Company Act 2005. You must cla�m your 
deduct�on �n the �ncome year �n wh�ch the shares are fully 
pa�d and �ssued.

for a partnersh�p, deduct�ble expenses for subscr�pt�ons �n 
shares �n the f�lm l�censed �nvestment company (flic) are 
cla�med proport�onately �n each partner’s �nd�v�dual tax return. 

deduct�ons are only currently ava�lable for the �ncome years 
end�ng 30 June 2006 and 30 June 2007.

for more �nformat�on about the cond�t�ons under wh�ch 
concess�ons are ava�lable to a trust that �nvests or 
contr�butes money to the product�on of a qual�fy�ng 
austral�an f�lm, see Australian film industry incentives 2007 
(nat 0954–6.2007).

for partnersh�ps, any relevant expend�ture �s shown on 
each partner’s own tax return. for more �nformat�on, see 
Australian film industry incentives 2007.

16 total of items 14 and 15
show at �tem 16 the total deduct�ons relat�ng to austral�an 
�ncome.

17 net australian income or loss
show at $  the net �ncome or loss relat�ng to austral�an 
�ncome – that �s, total austral�an �ncome m�nus total 
deduct�ons. if th�s amount �s a loss, pr�nt L �n the box at the 
r�ght of the amount.

18 caPital gains 
did you have a cgt event or receive a capital 
gain from a trust during the year?
if the trust had a cGt event happen dur�ng the �ncome 
year, or �f the trust rece�ved a d�str�but�on of a cap�tal ga�n 
from another trust, pr�nt Y for yes at g . otherw�se, pr�nt 
N for no at g .

Generally a trust makes a cap�tal ga�n or cap�tal loss �f 
certa�n events or transact�ons – called cGt events – 
happen. most commonly, cGt events happen to a trust’s 
cGt assets – for example, the d�sposal of a cGt asset 
– wh�le other cGt events relate d�rectly to cap�tal rece�pts 
(cap�tal proceeds).

an austral�an res�dent makes a cap�tal ga�n or cap�tal 
loss �f a cGt event happens to any of �ts worldw�de cGt 
assets. fore�gn res�dents are only subject to cGt �f a 
cGt event happens to assets wh�ch have the necessary 
connect�on w�th austral�a �f the cGt event happens before 
12 december 2006 or that are taxable austral�an property 
�f the cGt event happens on or after 12 december 2006.

foreign trusts and cgt events on or after 
12 december 2006 
a cap�tal ga�n or cap�tal loss from a cGt event may be 
d�sregarded �f you are a fore�gn res�dent or the trustee of a 
fore�gn trust just before a cGt event happens and the cGt 
event happens �n relat�on to a cGt asset that �s not taxable 
austral�an property (see sect�on 855-10 of the itaa 1997). 

a cGt event �n relat�on to an �nterest �n a f�xed trust held 
by a non res�dent may not be subject to cGt �f at least 
90% of the assets of the f�xed trust by market value are 
not taxable austral�an property at the t�me of the cGt 
event (see sect�on 855-40).

for further �nformat�on, see the Guide to capital gains tax 
2007.

cgt worksheets and schedules
if the trust ceases to hold or to use a deprec�at�ng asset 
and the asset was used for both taxable and non-taxable 
purposes, a cGt event may happen to the asset. a 
cap�tal ga�n or cap�tal loss attr�butable to that non-taxable 
use may ar�se.

for more �nformat�on about cGt events, see the Guide to 
capital gains tax 2007 wh�ch �ncludes:
n a cap�tal ga�n or loss worksheet for calculat�ng a cap�tal 

ga�n or cap�tal loss for each cGt event
n a cGt summary worksheet for calculat�ng the trust’s net 

cap�tal ga�n or cap�tal loss
n a cGt schedule.
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the worksheets w�ll help you calculate a trust’s net cap�tal 
ga�n or cap�tal loss for the �ncome year and complete 
the cGt labels on the trust tax return. You do not have 
to complete the worksheets. however, �f you do, do not 
attach them to the trust tax return but keep them w�th the 
trust’s tax records.

complete a cGt schedule and attach �t to the trust tax 
return �f the trust had:
n total current year cap�tal ga�ns for the �ncome year 

greater than $10,000, or
n total current year cap�tal losses for the �ncome year 

greater than $10,000.

however, �f the trust was a subs�d�ary member of a 
consol�dated group at the end of the �ncome year and has 
completed z2  Consolidated subsidiary member �tem 2, 
you do not need to complete a cGt schedule.

net capital gain
the trust’s net cap�tal ga�n �s the total cap�tal ga�ns �t made 
for the �ncome year reduced by current year cap�tal losses, 
pr�or year net cap�tal losses, cGt d�scount and any other 
relevant concess�ons. relevant concess�ons are:
n the small bus�ness 50% act�ve asset reduct�on
n the small bus�ness ret�rement exempt�on
n the small bus�ness rollover rel�ef.

show at a  the amount of the trust’s net cap�tal ga�n. 
if you have used the cGt summary worksheet or cGt 
schedule th�s �s the amount at:
n G at part H of the cGt summary worksheet �n the 

Guide to capital gains tax, or
n g  at part H of the cGt schedule.

for more �nformat�on on how to calculate the trust’s net 
cap�tal ga�n, see the Guide to capital gains tax 2007. for 
�nformat�on about the small bus�ness concess�ons, see the 
Guide to capital gains tax concessions for small business 
(nat 8384) and Advanced guide to capital gains tax 
concessions for small business (nat 3359), ava�lable on 
our webs�te.

 note
record any unappl�ed net cap�tal losses at �tem 24. the 
trust may need to complete a losses schedule. for more 
�nformat�on, see the Losses schedule instructions 2007.

Excepted net capital gain of a minor
include the amount of any excepted net cap�tal ga�n of a 
m�nor at a  and attach a statement to the trust tax return:
n deta�l�ng the d�str�but�on of excepted net cap�tal ga�ns to 

each benef�c�ary, and
n l�st�ng each benef�c�ary who �s cons�dered to be an 

excepted person, g�v�ng support�ng reasons.

pr�nt YES �n the Have you attached any ‘other 
attachments’? box at the top of page 1 of the tax return.

for an explanat�on of excepted �ncome and excepted 
person, see append�x 10. 

foreiGn income
19 attributed foreign income
for more �nformat�on on the calculat�on of the amounts 
shown at m , u  and X , see the Foreign income return 
form guide (nat 1840), ava�lable on our webs�te. for more 
�nformat�on on the calculat�on of the amount shown at 
Y , see the Foreign investment funds guide (nat 2130), 
ava�lable on our webs�te.

 note
if the partnersh�p or trust was a subs�d�ary member of 
a consol�dated group at any t�me dur�ng the �ncome 
year and has completed z2  Consolidated subsidiary 
member �tem 2, a Schedule 25A 2007 �s not requ�red.

did you have either a direct or indirect interest 
in a foreign trust, controlled foreign company or 
transferor trust?
d�rect or �nd�rect �nterests �n a controlled fore�gn company 
or a fore�gn trust are taken to have the same mean�ng as 
set out �n d�v�s�on 3 of part x of the itaa 1936.

a partnersh�p or trust has an �nterest �n a transferor trust 
�f the partnersh�p or trust has ever made, or caused to be 
made, a transfer of property or serv�ces to a non-res�dent 
trust. transfer of property and serv�ces �s def�ned �n sect�on 
102aaB of the itaa 1936.

sect�ons 102aaJ and 102aaK of the itaa 1936 prov�de 
gu�dance �n relat�on to whether there was a transfer, or a 
deemed transfer, of property or serv�ces to a non-res�dent 
trust.

if the answer to th�s quest�on �s yes, pr�nt Y at s  and 
complete sect�on B of Schedule 25A 2007, together 
w�th any other relevant part or schedule, and attach the 
completed Schedule 25A 2007 to the partnersh�p or trust 
tax return.

if the answer to th�s quest�on �s no, pr�nt N at s .

for more �nformat�on, see the Schedule 25A instructions 
2007 (nat 2639–6.2007).

did you have an interest in a foreign investment 
fund (fif) or a foreign life assurance policy (flP)?
if the answer �s yes, pr�nt Y at t  and complete sect�on B 
of Schedule 25A 2007, together w�th any other relevant 
part or schedule, and attach the completed Schedule 25A 
2007 to the partnersh�p or trust tax return.

if the answer �s no, pr�nt N at t .

interest �n a fif or flp has the same mean�ng as set out �n 
sect�on 483 of the itaa 1936.

listed country
show at m  the amount of gross attr�buted fore�gn �ncome 
from controlled fore�gn ent�t�es and transferor trusts of l�sted 
countr�es. l�sted countr�es are set out �n part 1 of schedule 
10 to the income tax regulat�ons 1936.
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attr�buted fore�gn �ncome �s the �ncome attr�buted to the 
taxpayer from controlled fore�gn ent�t�es, calculated �n 
accordance w�th d�v�s�on 7 of part x of the itaa 1936, 
and �ncludes an amount grossed-up under sect�on 392 of 
the itaa 1936, as appropr�ate, to the extent of any fore�gn 
taxes pa�d.

also show at m  the amount of �ncome attr�buted from 
a transferor trust that �s a l�sted country trust estate, 
calculated �n accordance w�th subd�v�s�on d of d�v�s�on 
6aaa of the itaa 1936.

a l�sted country trust estate �s def�ned �n sect�on 102aae of 
the itaa 1936.

section 404 country
show at u  the amount of attr�buted fore�gn �ncome from 
controlled fore�gn ent�t�es �n sect�on 404 countr�es. sect�on 
404 countr�es are l�sted �n part 2 of schedule 10 to the 
income tax regulat�ons 1936.

also show at u  the amount of �ncome attr�buted from a 
transferor trust �f the ent�re �ncome and prof�ts of the trust 
are subject to tax �n a sect�on 404 country. do not �nclude 
the amount �f �t �s shown at m .

unlisted country
show at X  the amount of attr�buted fore�gn �ncome from 
controlled fore�gn ent�t�es �n unl�sted countr�es. unl�sted 
countr�es are countr�es that are not l�sted �n schedule 10 to 
the income tax regulat�ons 1936.

also show at X  the amount of �ncome attr�buted from  
a transferor trust �f the amount has not been shown at m  
or u .

fif/flP income
show at Y  the amount of net attr�buted fore�gn �ncome 
from fore�gn �nvestment funds (fifs) and fore�gn l�fe 
assurance pol�c�es (flps). the terms fif and flp have 
the same mean�ng as set out �n sect�ons 481 and 482 of 
the itaa 1936 respect�vely. attr�buted fore�gn �ncome �s 
the �ncome attr�buted to the taxpayer from fifs or flps, 
calculated �n accordance w�th subd�v�s�ons B, c or d (for 
fifs) and subd�v�s�ons e or f (for flps) of d�v�s�on 18 of 
part xi of the itaa 1936, as appropr�ate.

20 other assessable foreign source 
income 

 complete a losses schedule �f the trust cla�ms a 
deduct�on for fore�gn source losses, has current year 
fore�gn source losses, has fore�gn source losses carr�ed 
forward to later �ncome years, cla�ms a deduct�on for pr�or 
year controlled fore�gn company (cfc) losses, has current 
year cfc losses or has cfc losses carr�ed forward to 
later �ncome years.

if the partnersh�p or trust rece�ved assessable d�v�dends 
d�rectly or �nd�rectly from a new Zealand frank�ng company, 
the d�v�dends (�nclud�ng any supplementary d�v�dends) 
must be declared as assessable fore�gn �ncome even �f 
d�v�dend w�thhold�ng tax was deducted �n new Zealand. 

the partnersh�p or trust can cla�m a fore�gn tax cred�t for 
any new Zealand d�v�dend w�thhold�ng tax pa�d on the 
d�v�dend. see the Foreign income return form guide to 
work out whether the d�v�dend �s assessable �ncome. 

if the d�v�dend from a new Zealand company �s assessable 
�ncome, then the amount of the austral�an frank�ng cred�t 
attached to the d�v�dend �s also assessable �ncome. 
subject to the hold�ng per�od rule and related payments 
rule, the partnersh�p or trust can cla�m a frank�ng tax 
offset equal to the amount of the austral�an frank�ng cred�t 
�ncluded �n �ts assessable �ncome. for more �nformat�on, 
see append�x 1.

 note
n the d�v�dend d�str�but�on may also �nclude an amount 

of new Zealand �mputat�on cred�ts. Australian 
residents cannot claim any amounts of New 
Zealand imputation credits.

n all d�v�dend �ncome, deduct�ons and fore�gn tax pa�d 
must be converted �nto austral�an dollars. the amount 
of austral�an frank�ng cred�ts should already be 
expressed �n austral�an dollars.

gross foreign source income
show at b  the gross amount of assessable �ncome 
der�ved from fore�gn sources, �nclud�ng amounts d�str�buted 
from other partnersh�ps and trusts and new Zealand 
d�v�dends and supplementary d�v�dends. include any 
fore�gn tax pa�d on that �ncome.

do not �nclude:
n any �ncome wh�ch �s exempt from tax �n austral�a or 

treated as non-assessable non-exempt �ncome under 
sect�ons 23ai and 23aK of the itaa 1936

n any amount referable to new Zealand �mputat�on cred�ts
n any amount referable to austral�an frank�ng cred�ts 

attached to d�v�dends from a new Zealand frank�ng 
company. show these amounts at d  Australian 
franking credits from a New Zealand company

n �ncome already shown at �tem 19 Attributed foreign 
income

n any fore�gn source cap�tal ga�ns or cap�tal losses.

 note

 include fore�gn source cap�tal ga�ns or cap�tal losses 
when calculat�ng the amount at �tem 18 Capital gains.

 each partner must �nclude the�r share of any fore�gn 
source cap�tal ga�ns or cap�tal losses on the�r own tax 
return.

in referr�ng to ‘fore�gn source cap�tal ga�ns’ an austral�an 
res�dent partner or trust makes a cap�tal ga�n �f a cGt 
event happens to any of the�r worldw�de cGt assets. 

a partner or trust that �s not an austral�an res�dent 
makes a cap�tal ga�n, generally speak�ng, �f the�r cGt 
asset has the necessary connect�on w�th austral�a just 
before the cGt event happens.
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net foreign source income
show at v  the net �ncome der�ved from fore�gn sources.

the amount at v  �s the gross amount shown at b , 
less any deduct�ons allowable to the partnersh�p or trust 
aga�nst that �ncome. debt deduct�ons (such as �nterest 
and borrow�ng costs) that relate to assessable fore�gn 
source �ncome and that are not attr�butable to an overseas 
permanent establ�shment of the taxpayer are not appl�ed 
aga�nst assessable fore�gn source �ncome for the purpose 
of calculat�ng net fore�gn �ncome or �dent�fy�ng a fore�gn 
loss. do not cla�m these amounts here – �nclude them at 
�tem 15 Other deductions.

do not show a loss at v .

if the assessable fore�gn �ncome for a part�cular class of 
assessable fore�gn �ncome �s exceeded by the sum of 
fore�gn �ncome deduct�ons for that class, the excess �s 
carr�ed forward for offset aga�nst future fore�gn source 
assessable �ncome of the same class and for trusts �s 
shown on the losses schedule. subsect�on 160afd(8) sets 
out the classes of assessable fore�gn �ncome.

 note
fore�gn losses are quarant�ned w�th�n the partnersh�p 
or trust, and cannot be d�str�buted to the respect�ve 
partners or benef�c�ar�es. for more �nformat�on for 
partnersh�ps, see Taxation Determination TD 92/113 – 
Income tax: foreign income: is a foreign loss quarantined 
within a partnership?.

Prior year foreign source losses
if the assessable fore�gn �ncome for a part�cular class of 
assessable fore�gn �ncome exceeds the sum of fore�gn 
�ncome deduct�ons for that class, the partnersh�p or trust 
can deduct any allowable fore�gn source losses for that class 
brought forward from pr�or years. the deduct�on cannot 
exceed the amount of net fore�gn �ncome for that class.

 if a trust �s deduct�ng any fore�gn source losses from 
�ts assessable fore�gn �ncome, the trust must complete a 
losses schedule and attach �t to the trust tax return.

under the trust loss prov�s�ons of schedule 2f to the itaa 
1936, certa�n rules have to be sat�sf�ed by a trust before 
�t can use pr�or year unrecouped fore�gn losses. for more 
�nformat�on about the trust loss prov�s�ons see append�x 8.

 note
Allowable prior year Australian source losses 
under sect�on 79da of the itaa 1936 the trust can 
make an elect�on to use allowable pr�or year austral�an 
source losses to offset net fore�gn source �ncome. do 
not �nclude pr�or year austral�an source losses at th�s 
�tem. show them at �tem 22 Tax losses deducted.

foreign tax credits
show at z  the amount of any fore�gn tax cred�t cla�med 
aga�nst fore�gn source �ncome.

 for trusts, also show fore�gn tax cred�ts for fore�gn 
sourced cap�tal ga�ns at z .

 partnersh�ps do not �nclude fore�gn tax cred�ts for 
cap�tal ga�ns at z . each partner must �nclude the�r share 
on the�r own tax return.

to calculate the amounts of net fore�gn �ncome and fore�gn 
tax cred�t allowable, see chapter 3 of the Foreign income 
return form guide.

for more �nformat�on on how to calculate the amount of 
net fore�gn source �ncome and fore�gn tax cred�t that each 
partner or benef�c�ary �s ent�tled to, use worksheet 6 on 
page 77.

australian franking credits from a new zealand 
company
show at d  the amount of austral�an frank�ng cred�ts that 
are �ncluded �n the net �ncome of the partnersh�p or trust 
because of franked d�v�dends rece�ved from a new Zealand 
frank�ng company d�rectly or �nd�rectly through another 
partnersh�p or trust. 

the amount shown at d  �s not necessar�ly the total 
amount that can be cla�med by the trustee, each 
benef�c�ary or partner. see append�x 1 for more �nformat�on.

21 total of items 17 to 20
show at �tem 21 the total of the amounts shown at �tems 
17 to 20.

if th�s amount �s a net loss, pr�nt L �n the box at the r�ght of 
the amount. do not �nclude pr�or year austral�an or fore�gn 
source losses here.

 if the amount shown at �tem 21 for a trust �s a net 
�ncome amount and the trust �s able to deduct the whole 
or part of pr�or year austral�an source losses �n the  
2006–07 �ncome year under sect�on 36-15 of the itaa 
1997, show the amount of pr�or year austral�an source 
losses to be deducted at �tem 22 Tax losses deducted.
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22 taX losses deducted
show at c  tax losses from earl�er �ncome years, wh�ch 
are deduct�ble �n the 2006–07 �ncome year under sect�on 
36-15 of the itaa 1997. exclude:
n fore�gn source losses – fore�gn source losses are 

�ncluded at �tem 20 Other assessable foreign source 
income

n the f�lm component of any tax loss (f�lm loss) – a f�lm loss 
�s shown, to the extent perm�ss�ble, at �tem 15 Other 
deductions. f�lm losses can only be deducted from net 
exempt f�lm �ncome or net assessable f�lm �ncome. see 
subd�v�s�on 375-G of the itaa 1997.

 note
complete a losses schedule �f the trust �s a l�sted w�dely 
held trust (as def�ned �n schedule 2f to the itaa 1936) 
and the trust �s requ�red to pass the same bus�ness test 
�n order to cla�m a deduct�on for losses �n the 2006–07 
�ncome year or w�ll be requ�red to pass that test �n 
respect of losses be�ng carr�ed forward to later �ncome 
years. see subd�v�s�on 269-f of schedule 2f to the 
itaa 1936.

for more �nformat�on on the requ�rements for lodg�ng  
the losses schedule, see the Losses schedule 
instructions 2007.

the follow�ng �nformat�on w�ll help you to complete c :
n the total of any tax losses shown at c  cannot exceed 

the amount of net �ncome shown at �tem 21 Total of 
items 17 to 20.

n under the prov�s�ons of schedule 2f to the itaa 
1936, cond�t�ons effect�ve from 9 may 1995 have to 
be sat�sf�ed by a trust before �t can cla�m a deduct�on 
under sect�on 36-15 of the itaa 1997 for the whole or 
part of an earl�er �ncome year loss. some trusts may be 
requ�red to work out the�r net �ncome and tax loss for a 
year �n a spec�al way under d�v�s�on 268 of schedule 2f. 
for more �nformat�on about the trust loss prov�s�ons, see 
append�x 8.

n complete �tem 24 Losses information �f the �ncome 
�nject�on test under the trust loss prov�s�ons prevents 
the trust – �nclud�ng a fam�ly trust – from fully cla�m�ng a 
deduct�on for tax losses of an earl�er �ncome year �n the 
2006–07 �ncome year. see d�v�s�on 270 of schedule 2f 
to the itaa 1936.

n if the trust has net exempt �ncome and an excess of 
assessable �ncome over total deduct�ons – other than 
tax losses of earl�er �ncome years – deduct the tax 
loss from the net exempt �ncome and then deduct 
any rema�n�ng amount of tax loss from the excess 
assessable �ncome. see subsect�on 36-15(3) of the 
itaa 1997.

n if the trust has net exempt �ncome and an excess 
of total deduct�ons – other than tax losses of earl�er 
�ncome years – over assessable �ncome, subtract the 
excess deduct�ons from the net exempt �ncome and 
then deduct the tax loss from any net exempt �ncome 
that rema�ns. see subsect�on 36-15(4) of the itaa 1997. 
a trust’s net exempt �ncome �s calculated �n accordance 
w�th sect�on 36-20 of the itaa 1997.

n losses from pr�mary product�on may generally be 
carr�ed forward �ndef�n�tely unt�l deducted, �rrespect�ve of 
the year �n wh�ch the loss was �ncurred.

n You cannot cla�m a deduct�on for non-pr�mary 
product�on losses �ncurred �n �ncome years up to and 
�nclud�ng the 1988–89 �ncome year. non-pr�mary 
product�on losses �ncurred �n the 1989–90 and later 
�ncome years may be carr�ed forward �ndef�n�tely unt�l 
deducted.

Record keeping
Keep a record of any cla�ms for undeducted tax losses 
of earl�er �ncome years. the trust must keep a record of 
�ts tax losses and account for any adjustments �nclud�ng 
those made by the tax off�ce. if a trust �ncurs tax losses, 
you may need to keep records longer than f�ve years 
from the date when the losses were �ncurred. Generally 
tax losses �ncurred th�s year can be carr�ed forward 
�ndef�n�tely, unt�l they are appl�ed by recoupment. When 
appl�ed, the loss amount �s a f�gure that leads to the 
calculat�on of the trust’s net �ncome (and benef�c�ary’s 
taxable �ncome) �n that year. it �s �n the trust’s �nterest to 
keep records substant�at�ng th�s year’s losses unt�l the 
amendment per�od for the benef�c�ary’s assessment for 
the recoupment year �n wh�ch the losses are fully appl�ed 
has lapsed (generally up to four years from the date of that 
assessment). complete �tem 24 Losses information.

see TD 2007/2 - Income tax: should a taxpayer who 
has incurred a tax loss or made a net capital loss for an 
income year retain records relevant to the ascertainment 
of that loss only for the record retention period prescribed 
under income tax law?

beneficiaries with no interest in trust capital
a l�fe tenant �s a benef�c�ary w�th an �nterest �n the �ncome 
of the trust for the durat�on of the�r l�fe, but w�th no �nterest 
�n the cap�tal of the trust.

if the trust �ncludes a benef�c�ary who �s a l�fe tenant or 
a benef�c�ary w�th no �nterest �n the cap�tal of the trust, 
you cannot cla�m a deduct�on for tax losses of earl�er 
�ncome years �n calculat�ng the share of those part�cular 
benef�c�ar�es �n the net �ncome of the trust �f the tax losses 
of prev�ous years are requ�red to be met out of corpus.
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eXamPle 13

the xYZ trust has tax losses of earl�er �ncome years of 
$2,000. its net �ncome �s $20,000 – exclud�ng losses 
of earl�er �ncome years. there are two presently ent�tled 
benef�c�ar�es of the trust, each w�th a 50% �nterest �n the 
�ncome of the trust. the trust deed requ�res tax losses to 
be met out of corpus.

one benef�c�ary �s a l�fe tenant. the other has an �nterest �n 
the �ncome and the cap�tal of the trust.

in calculat�ng the net �ncome of the trust for the l�fe 
tenant’s share, no account �s taken of earl�er year losses. 
the l�fe tenant’s share of the net �ncome of the trust for tax 
purposes �s 50% of $20,000 – that �s, $10,000.

conversely, �n calculat�ng the other benef�c�ary’s share of 
the net �ncome of the trust, earl�er year losses are taken 
�nto account. that benef�c�ary’s share of the net �ncome 
of the trust for tax purposes �s 50% of ($20,000 – $2,000) 
– that �s, $9,000.

23 total net income or loss
the amount shown at �tem 23 must be equal to the 
amount shown at �tem 21 Total of items 17 to 20, less 
any amount shown at �tem 22 Tax losses deducted.

if the amount shown at �tem 21 was a net loss amount, 
the total net loss amount shown at �tem 23 �s the same. if 
the amount shown at �tem 21 was a net �ncome amount, 
the amount shown at �tem 23 cannot be a loss s�nce the 
total amount wh�ch can be cla�med as a deduct�on at �tem 
22 must not exceed the amount of net �ncome shown at 
�tem 21.

pr�nt L �n the box at the r�ght of the amount, �f the amount 
at �tem 23 �s a loss.

do not �nclude fore�gn source losses at �tem 23. take 
these �nto account, to the extent perm�tted, at �tem 20 
Other assessable foreign source income.

24 losses information
do not �nclude carry forward fore�gn source losses or 
carr�ed forward f�lm losses at th�s �tem. include fore�gn 
source losses carr�ed forward to later years at part F of 
the losses schedule.

 note
if the total of the trust’s tax losses and net cap�tal losses 
carr�ed forward to later �ncome years �s greater than 
$100,000, complete a losses schedule and attach �t to 
the trust tax return.

tax losses carried forward to later income 
years 
show at u  the undeducted amount of tax losses �ncurred 
by the trust that can be carr�ed forward to the 2007–08 
�ncome year under sect�on 36-15 of the itaa 1997.

net exempt �ncome reduces a current year tax loss and, 
to the extent of any excess, reduces pr�or year tax

losses. tax losses carr�ed forward may be affected by the 
commerc�al debt forg�veness prov�s�ons – see append�x 4.

if the �ncome �nject�on test �n d�v�s�on 270 of schedule 
2f to the itaa 1936 prevents the trust from fully cla�m�ng 
a deduct�on �n the 2006–07 �ncome year, �nclude the 
amount wh�ch the trust cannot cla�m �n the 2006–07 
�ncome year under d�v�s�on 270 �n the amount shown 
at u , and fully �nclude the amount of the ‘scheme 
assessable �ncome’ w�th�n the mean�ng of d�v�s�on 270 �n 
the amount of total net �ncome of the trust shown at �tem 
23 Total net income or loss.

if the trust �s requ�red to complete a losses schedule, the 
amount of the tax losses shown at u  �n part A of that 
schedule must be the same as the amount shown at  
u  on the trust tax return.

do not �nclude any net cap�tal losses to be carr�ed forward 
to later �ncome years at u  – show them separately at  
v  Net capital losses carried forward to later income 
years and �n the cGt schedule, �f a schedule �s requ�red.

net capital losses carried forward to later 
income years
show at v  the total of any unappl�ed net cap�tal losses 
from collectables and unappl�ed net cap�tal losses from 
all other cGt events. th�s �nformat�on �s calculated or 
transferred from:
n V �n part i of the cGt summary worksheet �n the Guide 

to capital gains tax 2007, or
n h  and i  �n part i of the cGt schedule, �f a schedule �s 

requ�red.
for more �nformat�on, see the Guide to capital gains tax 
2007.

if the trust �s requ�red to complete a losses schedule, the 
amount shown at v  Net capital losses carried forward 
to later income years �n part A of that schedule must be 
the same as the amount shown at v  on the trust tax return.

25 landcare and Water facilitY  
taX offset

 note
You cannot cla�m the landcare and water fac�l�ty tax 
offsets for expend�ture �ncurred after the 2000–01 
�ncome year.

landcare and water facility tax offset brought 
forward from prior years
show at g  the total of any landcare and water fac�l�ty tax 
offsets carr�ed forward and ava�lable to be appl�ed �n th�s 
�ncome year.

the landcare and water fac�l�ty tax offset �s a carry-
forward, non-refundable tax offset. th�s means you can 
carry forward �ndef�n�tely any excess tax offset, after 
tax l�ab�l�t�es are met, to use aga�nst future �ncome tax 
l�ab�l�t�es. Before the tax offset can be appl�ed �n a later
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�ncome year, �t must be success�vely reduced by any 
unused net exempt �ncome der�ved �n the year the tax 
offset arose and any subsequent �ncome year – prov�d�ng 
you had a taxable �ncome �n that year. the tax offset �s 
reduced by 30 cents for each dollar of net exempt �ncome 
for 2000–01 and later �ncome years.

the amount to show at g  should take th�s reduct�on �nto 
account.

26 overseas transactions
Was the aggregate amount of your transactions 
or dealings with international related parties 
(including the value of any property/service 
transferred or the balance of any loans) greater 
than $1 million?
if the answer to th�s quest�on �s no, pr�nt N at W .

if the answer �s yes, pr�nt Y at W  and complete sect�on a 
of Schedule 25A 2007 together w�th any other relevant part 
of the schedule. attach the completed schedule to the tax 
return.

however, �f the partnersh�p or trust was a subs�d�ary 
member of a consol�dated group at any t�me dur�ng the 
�ncome year and has completed z2  Consolidated 
subsidiary member �tem 2, you do not need to complete 
a schedule 25a.

the aggregate amount of the partnersh�p’s or trust’s 
transact�ons or deal�ngs �s the total amount of all deal�ngs, 
whether on revenue or cap�tal account, �nclud�ng property 
transfers or serv�ce prov�s�on, and �ncludes the balance 
of any loans or borrow�ngs outstand�ng w�th �nternat�onal 
related part�es.

internat�onal related part�es are persons, �nclud�ng 
permanent establ�shments, who are part�es to �nternat�onal 
deal�ngs that can be subject to d�v�s�on 13 of the 
itaa 1936 and/or the bus�ness prof�ts art�cle, or assoc�ated 
enterpr�ses art�cle, of a relevant double tax agreement. the 
term �ncludes the follow�ng:
n any overseas ent�ty or person who part�c�pates d�rectly 

or �nd�rectly �n the management, control or cap�tal of the 
partnersh�p or trust

n any overseas ent�ty or person �n respect of wh�ch the 
partnersh�p or trust part�c�pated d�rectly or �nd�rectly �n 
the management, control or cap�tal

n any overseas ent�ty or person �n respect of wh�ch 
persons who part�c�pate d�rectly or �nd�rectly �n �ts 
management, control or cap�tal are the same persons 
who part�c�pate d�rectly or �nd�rectly �n the management, 
control or cap�tal of the partnersh�p or trust

n a permanent establ�shment (pe) and �ts head off�ce
n two pes of the same person.

‘part�c�pates’ �ncludes a r�ght of part�c�pat�on, the exerc�se 
of wh�ch �s cont�ngent on an agreed event occurr�ng. 
‘person’ has the same mean�ng as �n subsect�on 6 (1) of 
the itaa 1936 and sect�on 995-1 of the itaa 1997.

the type of deal�ngs or transact�ons that w�ll requ�re the 
partnersh�p or trust to complete part a of Schedule 25A 

2007 are �ts deal�ngs w�th related part�es as above, such as 
an overseas hold�ng company, overseas subs�d�ary, overseas 
pe of the ent�ty, or non-res�dent trust �n wh�ch the ent�ty 
has an �nterest. these deal�ngs or transact�ons may be the 
prov�s�on or rece�pt of serv�ces, or transact�ons �n wh�ch 
money or property has been sent out of austral�a, or rece�ved 
�n austral�a from an overseas source dur�ng the �ncome 
year. the deal�ngs may also �nclude transfer of tang�ble or 
�ntang�ble property, prov�s�on or rece�pt of serv�ces, or the 
prov�s�on or rece�pt of loans or f�nanc�al serv�ces.

if money or property �s not actually sent out of austral�a or 
rece�ved �n austral�a, but account�ng entr�es are made that 
have the effect of money or property be�ng transferred, th�s 
�s also to be taken as an �nternat�onal transact�on.

non-resident beneficiaries 

Was any beneficiary who was not a resident of 
australia at any time during the income year, 
‘presently entitled’ to a share of the income of 
the trust?
if the answer to th�s quest�on �s no, pr�nt N at a . if the 
answer �s yes, pr�nt Y at a , and ensure that the deta�ls 
of the benef�c�ar�es and the assessable amounts of net 
�ncome to wh�ch each benef�c�ary – who �s a non-res�dent 
at the end of the �ncome year – �s presently ent�tled are 
entered under Non-resident beneficiary additional 
information �n j  and k  at the bottom of �tem 59 
Statement of distribution.

if a non-res�dent benef�c�ary �s presently ent�tled to trust 
�ncome, the trustee pays tax on that �ncome. the trustee, 
at the t�me of d�str�but�on, deducts the tax payable and 
rem�ts �t to the tax off�ce.

attach a statement for each benef�c�ary who was a non-
res�dent of austral�a at any t�me dur�ng the �ncome year, 
and who was presently ent�tled to �ncome of the trust, 
show�ng:
n full deta�ls of any d�str�but�on to the benef�c�ary, �nclud�ng 

amounts of �nterest, royalt�es, franked d�v�dends and 
unfranked d�v�dends

n �f w�thhold�ng tax has been pa�d and rem�tted to the 
tax off�ce from the d�str�but�on, the amount of such 
d�str�but�on and the w�thhold�ng tax pa�d

n name and res�dent�al address
n �f any change occurred �n the res�dency status of the 

benef�c�ary dur�ng the �ncome year, deta�ls of when the 
benef�c�ary became or ceased to be a res�dent

n �f from any d�str�but�on – other than �nterest, d�v�dend 
or royalty �ncome subject to non-res�dent w�thhold�ng 
tax – made to the benef�c�ary, tax has been deducted 
and rem�tted to the tax off�ce, the amount of the cred�t 
cla�med for rem�ttances made

n �f �t �s contended that all or part of the non-res�dent 
benef�c�ary’s share of the �ncome �ncluded �ncome of the 
trust der�ved outs�de austral�a and wh�le the benef�c�ary 
was not a res�dent:
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– the benef�c�ary’s share of that �ncome
– the bas�s of the content�on that the benef�c�ary �s not a 

res�dent of austral�a.

also prov�de ev�dence that:
n where necessary, approval has been g�ven for the 

transfer of amounts overseas
n �f no amounts have been transferred overseas, the 

benef�c�ary’s share of �ncome has been appl�ed for the 
benef�t of the benef�c�ary or otherw�se dealt w�th on the 
behalf of the benef�c�ary

n the benef�c�ary has been not�f�ed of the ent�tlement.

amount of tax spared foreign tax credits
show at Q  the amount of fore�gn tax cred�ts relat�ng to 
fore�gn tax forgone under an �nvestment �ncent�ve prov�ded 
by a fore�gn government, �f the tax forgone �s deemed to 
have been pa�d for the purpose of austral�a’s fore�gn tax 
cred�t rules. see subsect�on 6aB(5) of the itaa 1936.

transactions With sPecified countries
(1) d�d you send any funds or property to, or rece�ve 

any funds or property from any of the countr�es l�sted 
below? th�s �ncludes send�ng or rece�v�ng funds or 
property �nd�rectly – for example, through another ent�ty 
or country. 

(2) do you have the ab�l�ty to control the d�spos�t�on of 
any funds, property, �nvestments, or any other assets 
located �n any of the countr�es l�sted below? th�s 
�ncludes: 
a. funds or assets that may be located elsewhere but 

are controlled or managed from one of the countr�es 
l�sted below, and

b. where you have an expectat�on that you are able to 
control the d�spos�t�on of the funds or assets, or you 
have the capac�ty to control the d�spos�t�on �nd�rectly 
– for example, through assoc�ates.

pr�nt Y for yes or N for no at c .

the spec�f�ed countr�es are as follows:
andorra l�echtenste�n
angu�lla malta
ant�gua & Barbuda marshall islands
aruba maur�t�us
Bahamas monaco
Bahra�n montserrat
Bel�ze nauru
Bermuda netherlands ant�lles
Br�t�sh V�rg�n islands n�ue
cayman islands panama
cook islands samoa
cyprus san mar�no
dom�n�ca seychelles
G�braltar st K�tts & nev�s
Grenada st luc�a
Guernsey st V�ncent & the Grenad�nes
isle of man turks and ca�cos islands
Jersey us V�rg�n islands
labuan Vanuatu
l�ber�a 

interest 
section 128fa exempt interest paid
show at d  the amount of any �nterest pa�d to non-
res�dents that �s exempt from �nterest w�thhold�ng tax 
under sect�on 128fa of the itaa 1936. the �nterest 
w�thhold�ng tax exempt�on �s ava�lable to el�g�ble un�t 
trusts and compan�es carry�ng on bus�ness �n austral�a for 
�nterest pa�d on w�dely offered debentures under certa�n 
cond�t�ons. the def�n�t�on of el�g�ble un�t trust �ncorporates 
certa�n publ�c un�t trusts, corporate un�t trusts and most 
publ�c trad�ng trusts. un�t trusts are also able to access 
the exempt�on �f all the�r un�ts are held by spec�f�ed un�t 
holders.

interest to financial institution exempt from 
withholding under a dta
show at i  the total amount of any �nterest pa�d to un�ted 
states (us) and un�ted K�ngdom (uK) f�nanc�al �nst�tut�ons 
that was exempt from w�thhold�ng tax because of 
art�cle 11(3)(b) of austral�a’s double tax agreements (dtas) 
w�th those countr�es. 

dta country
at Y  pr�nt the three letter country code USA �f the 
payments were to us f�nanc�al �nst�tut�ons or GBR �f to uK 
f�nanc�al �nst�tut�ons. pr�nt the code for the country where 
the most exempt �nterest was pa�d �f payments were 
made to f�nanc�al �nst�tut�ons �n both countr�es.

27 
there �s no �tem 27 for 2007. Go to �tem 28. 

28 Personal services income
does your income include an individual’s 
personal services income?
personal serv�ces �ncome (psi) �s �ncome that �s ma�nly a 
reward for an �nd�v�dual’s personal efforts or sk�lls (or would 
ma�nly be such a reward �f �t was der�ved by the �nd�v�dual).

a partnersh�p or trust may der�ve �ncome wh�ch �ncludes the 
psi of one or more �nd�v�duals. examples of psi �nclude:
n �ncome for the serv�ces of a profess�onal pract�t�oner �n a 

sole pract�ce
n �ncome der�ved under a contract wh�ch �s wholly or 

pr�nc�pally for the labour or serv�ces of an �nd�v�dual
n �ncome for the exerc�se of profess�onal sk�lls by a 

profess�onal sportsperson or enterta�ner
n �ncome for the exerc�se of personal expert�se by a 

consultant.
psi does not �nclude �ncome that �s ma�nly:
n for supply�ng or sell�ng goods – for example, from 

reta�l�ng, wholesal�ng or manufactur�ng
n generated by an �ncome-produc�ng asset – for example, 

from operat�ng a bulldozer
n for grant�ng a r�ght to use property – for example, the 

copyr�ght to a computer program, or
n generated by a bus�ness structure – for example, a large 

account�ng f�rm.
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if the �ncome of the partnersh�p or trust �ncludes an 
�nd�v�dual’s psi, pr�nt Y for yes at n . otherw�se pr�nt N for 
no at n .

if you pr�nted Y at n , complete and attach a psi schedule 
to the partnersh�p or trust tax return. the Personal services 
income schedule 2007 has a more deta�led explanat�on of 
the psi rules.

spec�al rules for the �ncome tax treatment of certa�n psi 
earned by contractors and consultants began on 1 July 
2000.

if the partnersh�p or trust rece�ves an �nd�v�dual’s psi other 
than �n the course of conduct�ng a personal serv�ces 
bus�ness, and does not promptly pay �t to the �nd�v�dual as 
salary or wages:
n the net amount of psi �s attr�buted to the �nd�v�dual and �s 

not assessable to the partnersh�p or trust, and
n certa�n related expenses are not deduct�ble under the 

spec�al rules.

expenses spec�f�cally den�ed �nclude rent, mortgage 
�nterest, rates and land tax for the res�dence of �nd�v�duals 
(or the�r assoc�ates, such as a spouse) whose efforts or 
sk�lls ma�nly generate the psi for the partnersh�p or trust, 
the costs of a second pr�vate use car and payments of 
salary or wages and superannuat�on for assoc�ates to the 
extent such payments relate to non-pr�nc�pal work.

the den�ed expenses also �nclude the total amount of the 
deduct�ons allowed to the �nd�v�dual for a net personal 
serv�ces �ncome loss. see the Personal services income 
schedule 2007 for more �nformat�on.

include adjustments for psi at Reconciliation items 
�tem 5. see worksheet 1 on pages 71–72.

KeY financial information
29 all current assets
show at f  all current assets of the partnersh�p or trust 
�nclud�ng, cash on hand, short-term b�lls rece�vable, 
�nventor�es and trade debtors as shown at �tem 39 Trade 
debtors.

30 total assets
show at g  all of the partnersh�p or trust assets, �nclud�ng 
f�xed, tang�ble and �ntang�ble assets, and all current assets 
as shown at �tem 29 All current assets.

31 all current liabilities
show at i  the total obl�gat�ons payable by the partnersh�p 
or trust w�th�n the com�ng year. also �nclude the amount 
shown at �tem 40 Trade creditors.

32 total liabilities
show at j  all of the partnersh�p or trust l�ab�l�t�es, �nclud�ng 
other cred�tors and deferred l�ab�l�t�es such as loans 
secured by mortgage and long-term loans. also �nclude the 
amount shown at �tem 31 All current liabilities.

33 ProPrietors’ funds
show at k  the net propr�etors’ funds per account�ng 
records. the amount shown at �tem 30 Total assets, less 
the amount shown at �tem 32 Total liabilities, equals the 
amount shown at k .

if th�s amount �s negat�ve, pr�nt L �n the box at the r�ght of 
the amount.

Business and 
professional items
34 business name of main business
the bus�ness name of the ma�n bus�ness act�v�ty should be 
cons�stent from year to year, except �n the year of a name 
change or �f �t �s no longer the ma�n bus�ness.

if the bus�ness name �s legally changed, send wr�tten 
adv�ce of the change to the tax off�ce at the t�me the 
change �s made. show the current bus�ness name on the 
tax return.

35 business address of main business
show the street address of the ma�n bus�ness. th�s �s the 
place where most of the bus�ness dec�s�ons are made. 
ensure that you �nclude the postcode at a .

 note
items 36 to 38 below reflect amounts that have been 
calculated for tax purposes.
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36 oPening stock 
show at c  the total value of all trad�ng stock on hand at 
the beg�nn�ng of the �ncome year or account�ng per�od for 
wh�ch the partnersh�p or trust tax return �s be�ng prepared. 
the amount shown by the partnersh�p or trust at c  �s the 
calculated value for �ncome tax purposes under sect�on  
70-40, or for sts taxpayers subsect�on 328-295(1) of the 
itaa 1997. the open�ng value of an �tem of stock must 
equal �ts clos�ng value �n the prev�ous year. if a taxpayer d�d 
not have any trad�ng stock �n the prev�ous year, the value 
of trad�ng stock at the start of the year �s zero. th�s m�ght 
occur �n the case of a new bus�ness or �n the f�rst year a 
taxpayer has trad�ng stock.

include motor veh�cle floor plan stock and work �n progress 
of manufactured goods.

exclude any amount that represents open�ng stock of a 
bus�ness that commenced operat�ons dur�ng the �ncome 
year. show th�s amount at Expenses, e  Cost of sales 
�tem 5.

37 Purchases and other costs
show at b  the cost of d�rect mater�als used for 
manufacture, sale or exchange �n der�v�ng the gross 
proceeds or earn�ngs of the bus�ness.

STS taxpayers
if the partnersh�p or trust �s cont�nu�ng �n the sts th�s year 
and has chosen to cont�nue us�ng the sts account�ng 
method, only show at b  purchases and other costs wh�ch 
the partnersh�p or trust has pa�d.

38 closing stock
if the partnersh�p or trust �s el�g�ble to enter or cont�nue 
�n the sts and has chosen to do so at �tem 3, see the 
�nformat�on for sts taxpayers below. otherw�se go to non-
sts bus�nesses �n the next column.

STS taxpayers
sts taxpayers only need to account for changes �n the 
value of trad�ng stock �f:
n the value of stock on hand at the start of the �ncome 

year, and
n a reasonable est�mate of the value of stock on hand at 

the end of the �ncome year, var�es by more than $5,000. 

for more �nformat�on on ‘reasonable est�mate’ v�s�t our 
webs�te or phone the Bus�ness infol�ne (see the �ns�de back 
cover).

sts taxpayers who w�sh to do so can st�ll choose to 
conduct a stocktake and account for changes �n the value 
of trad�ng stock.

if the d�fference between the value of open�ng stock and a 
reasonable est�mate of clos�ng stock �s more than $5,000 
the partnersh�p or trust must account for the change �n the 
value of trad�ng stock. Go to step 2. if the d�fference �s not 
more than $5,000, go to step 1.

Step 1
if the d�fference referred to above �s $5,000 or less and 
the partnersh�p or trust chooses not to account for th�s 
d�fference, the clos�ng stock value at d  �s the same as 
the value at c  �tem 36 Opening stock. do not put the 
reasonable est�mate at d .

pr�nt �n the code box at the r�ght of d  the code letter 
from table 16 that matches the code the partnersh�p or 
trust used to value clos�ng stock �n the prev�ous year.

table 16 

Code Valuation method

C cost

M market sell�ng value

R replacement value

if th�s �s the partnersh�p’s or trust’s f�rst year �n bus�ness the 
value of the clos�ng stock w�ll be zero. pr�nt C �n the code 
box.

Step 2
if the d�fference referred to above �s more than $5,000 
or the partnersh�p or trust chooses to account for the 
d�fference �n trad�ng stock, the clos�ng stock values must 
be brought to account under sect�on 70-35 of the itaa 
1997. see the �nformat�on for non-sts bus�nesses for 
�nstruct�ons on how to calculate the value of clos�ng stock.

the partnersh�p or trust must �nclude �n the clos�ng stock 
value at d  the value of all stock on hand, regardless of 
whether the partnersh�p or trust has pa�d for the stock.

Non-STS businesses
show at d  the total value of all trad�ng stock on hand 
at the end of the �ncome year or account�ng per�od for 
wh�ch the partnersh�p or trust tax return �s be�ng prepared. 
the amount at d  �s the value calculated for �ncome tax 
purposes under sect�on 70-45 of the itaa 1997.

if the partnersh�p or trust �s reg�stered for Gst, the value 
of clos�ng stock (other than �tems the supply of wh�ch was 
not a taxable supply) should not �nclude an amount equal 
to the �nput tax cred�t that would ar�se �f the partnersh�p or 
trust had acqu�red the �tem solely for bus�ness purposes at 
the end of the �ncome year. input tax cred�ts do not ar�se 
for some �tems of trad�ng stock, such as shares.

include motor veh�cle floor plan stock and work �n progress 
of manufactured goods.

exclude any amount that represents clos�ng stock of a 
bus�ness that ceased operat�ons dur�ng the �ncome year. 
show th�s amount at Total business income �tem 5.

pr�nt �n the code box the code from table 17 �nd�cat�ng 
the method used to value clos�ng stock for �ncome tax 
purposes. if you use more than one method, use the code 
appl�cable to the method represent�ng the greatest value.
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table 17 

Code Valuation method

C cost

M market sell�ng value

R replacement value

You can use d�fferent methods of valuat�on to value the 
same �tem of trad�ng stock �n d�fferent �ncome years, and 
you can value s�m�lar �tems us�ng d�fferent methods �n the 
same �ncome year.

however, the open�ng value of an �tem �n a part�cular 
�ncome year must equal the clos�ng value for that �tem �n 
the prev�ous �ncome year. the partnersh�p or trust cannot 
reduce the value of stock on hand by creat�ng reserves to 
offset d�m�nut�on of the value of stock or any other factors. 
Keep records show�ng how each �tem was valued.

the partnersh�p or trust may elect to value an �tem of 
trad�ng stock below the lowest value calculated by any of 
these methods because of obsolescence or other spec�al 
c�rcumstances. the value �n the elect�on must be reasonable. 
if an elect�on has been made to value an �tem of trad�ng 
stock below cost, market sell�ng value and replacement 
value, see 55 Trading stock election on page 59.

if �ncorrect trad�ng stock �nformat�on has been �ncluded 
on the tax return, adv�se the tax off�ce by subm�tt�ng a full 
statement of the facts, accompan�ed by a reconc�l�at�on of 
the value of stock as returned for each �ncome year w�th 
the values perm�ss�ble under the law.

partnersh�ps and trusts engaged �n manufactur�ng �nclude 
the value of partly manufactured goods as part of the�r 
stock and mater�als on hand at the end of the �ncome year.

for �nformat�on on the c�rcumstances �n wh�ch packag�ng 
�tems held by a manufacturer, wholesaler or reta�ler 
are ‘trad�ng stock’ as def�ned �n sect�on 70-10 of the 
itaa 1997, see taxat�on rul�ng tr 98/7.

 note
items 39 and 40 below reflect amounts calculated for 
account�ng purposes.

39 trade debtors
show at e  the total amounts ow�ng to the partnersh�p or 
trust at year end for goods and serv�ces prov�ded dur�ng 
the �ncome year – that �s, current trade debtors. also 
�nclude th�s amount at �tem 29 All current assets.

40 trade creditors
show at h  the total amounts owed by the partnersh�p or 
trust at year end for goods and serv�ces rece�ved dur�ng 
the �ncome year – that �s, current trade cred�tors. also 
�nclude th�s amount at �tem 31 All current liabilities.

 note
items 41 to 46 below reflect amounts that have been 
calculated for tax purposes.

41 total salarY and Wage eXPenses
show at l  the total salary, wages and other labour 
costs actually pa�d or payable to persons employed �n the 
partnersh�p’s or trust’s bus�ness. however, exclude those 
costs for pr�vate domest�c ass�stance or form�ng part of 
cap�tal expend�ture, as they are not deduct�ble.

a partner cannot be an employee of a partnersh�p. You 
cannot cla�m a deduct�on for partners’ salar�es, nor can 
partners’ salar�es create or �ncrease a partnersh�p loss. in 
real�ty, partners’ salar�es are an allocat�on or advancement 
of prof�ts pr�or to general d�str�but�on and are not taken �nto 
account �n calculat�ng the net partnersh�p �ncome or loss, 
see Taxation Ruling TR 2005/7 – Income tax: the taxation 
implications of partnership salary agreements.

You can only cla�m a deduct�on for a payment made or 
l�ab�l�ty �ncurred by a partnersh�p or trust to an assoc�ated 
person, pr�nc�pal, agent, related ent�ty and/or assoc�ate 
ent�ty �f �t �s �ncurred �n the product�on of assessable 
�ncome and the tax off�ce �s sat�sf�ed that �t �s reasonable �n 
amount.

these expenses �nclude any salary and wage component 
of Expenses, e  Cost of sales �tem 5 – that �s, 
allowances, bonuses, casual labour, reta�ners and 
comm�ss�ons pa�d to people who rece�ved a reta�ner, and 
workers’ compensat�on pa�d through the payroll. also 
�ncluded are d�rect and �nd�rect labour costs, d�rectors’ 
fees, hol�day pay, locums, long serv�ce leave, lump sum 
payments, other employee benef�ts, overt�me, payments 
under an �ncent�ve or prof�t shar�ng scheme, ret�r�ng 
allowances and s�ck pay. include any salary or wages pa�d 
to an assoc�ated person, pr�nc�pal, agent, related ent�ty 
and/or assoc�ate ent�ty here and at �tem 42 Payments to 
associated persons.

however, these expenses exclude agency fees, contract 
payments, sub-contract payments, serv�ce fees, 
superannuat�on, management fees and consultant fees.

pr�nt �n the code box the code from table 18 that 
matches the descr�pt�on of the expense component 
where salary and wage expenses have been wholly or 
predom�nantly reported.

table 18

Code

included �n the expense component of: 
Cost of sales

 
C

All other expenses A

included �n both the expense components of: 
Cost of sales and All other expenses

 
B

included �n other than: 
Cost of sales and/or All other expenses

 
O
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42 PaYments to associated Persons

 for partnersh�ps, show at m  the amounts, �nclud�ng 
salar�es, wages, comm�ss�ons, superannuat�on 
contr�but�ons or allowances, pa�d to:
n a relat�ve of a partner
n another partnersh�p �n wh�ch a relat�ve �s a partner
n a shareholder or d�rector (or the�r relat�ves) of a pr�vate 

company that �s a partner �n the partnersh�p
n a benef�c�ary (or a relat�ve of a benef�c�ary) of a trust 

where the trustee �s a partner �n the partnersh�p.

do not show at m  the amounts pa�d to a partner �n the 
partnersh�p.

 for trusts, show at m  the amounts, �nclud�ng salar�es, 
wages, comm�ss�ons, superannuat�on contr�but�ons or 
allowances, pa�d to the trustee’s relat�ves or partnersh�ps 
�n wh�ch a relat�ve of the trustee �s a partner.

for partnersh�ps and trusts, also �nclude the amounts of 
salar�es and wages pa�d to an assoc�ated person, relat�ve, 
pr�nc�pal, agent, related ent�ty and/or assoc�ate ent�ty at 
�tem 41 Total salary and wage expenses.

Record keeping
excess�ve payments to a relat�ve or other related 
ent�ty may not be deduct�ble (see sect�on 26–35 of the 
itaa 1997). Keep a record of the follow�ng to establ�sh 
the reasonableness of remunerat�on:
n full name of relat�ve or other related ent�ty
n relat�onsh�p
n age, �f under 18 years of age
n nature of dut�es performed
n hours worked
n total remunerat�on
n salar�es or wages cla�med as deduct�ons
n other amounts pa�d – for example, ret�r�ng gratu�t�es, 

bonuses and comm�ss�ons.

43 intangible dePreciating assets first 
deducted
STS taxpayers
if the partnersh�p or trust �s el�g�ble to enter or cont�nue �n 
the sts and has chosen to do so at �tem 3, do not �nclude 
an amount at th�s �tem.

Non-STS taxpayers
the follow�ng �ntang�ble assets are regarded as 
deprec�at�ng assets (as long as they are not trad�ng stock):
n certa�n �tems of �ntellectual property – patents, reg�stered 

des�gns, copyr�ghts and l�cences of these
n computer software (or a r�ght to use computer software) 

that the partnersh�p or trust acqu�res, develops or has 
someone else develop for �ts use for the purposes for 
wh�ch �t �s des�gned – �n-house software

n m�n�ng, quarry�ng or prospect�ng r�ghts and �nformat�on
n spectrum l�cences
n datacast�ng transm�tter l�cences
n certa�n �ndefeas�ble r�ghts to use telecommun�cat�ons 

cable systems (irus )
n some access r�ghts to telecommun�cat�ons s�tes.

a deprec�at�ng asset that the partnersh�p or trust holds 
starts to decl�ne �n value from the t�me the partnersh�p or 
trust uses �t (or �nstalls �t ready for use) for any purpose, 
�nclud�ng a pr�vate purpose. however, the partnersh�p or 
trust can only cla�m a deduct�on for the decl�ne �n value to 
the extent �t uses the asset for a taxable purpose, such as 
for produc�ng assessable �ncome.

show at n  the cost of all �ntang�ble deprec�at�ng assets for 
wh�ch the partnersh�p or trust �s cla�m�ng a deduct�on for 
decl�ne �n value for the f�rst t�me. if the partnersh�p or trust 
has allocated any �ntang�ble deprec�at�ng assets w�th a cost 
of less than $1,000 to a low-value pool for the �ncome year, 
also �nclude the cost of those assets at n . do not reduce 
the cost for est�mated non-taxable use.

do not �nclude expend�ture on �n-house software wh�ch has 
been allocated to a software development pool at n .

for more �nformat�on on decl�ne �n value, cost, low-value 
pools, �n-house software and software development pools, 
see the Guide to depreciating assets 2007.

if you show an amount of more than $75,000 at n , 
complete and attach a Capital allowances schedule 2007. 
for more �nformat�on, see the Capital allowances schedule 
instructions 2007.

44 other dePreciating assets first 
deducted
STS taxpayers
if the partnersh�p or trust �s el�g�ble to enter or cont�nue �n 
the sts and has chosen to do so at �tem 3, do not �nclude 
an amount at th�s label.

Non-STS taxpayers
a deprec�at�ng asset that the partnersh�p or trust holds 
starts to decl�ne �n value from the t�me the partnersh�p or 
trust uses �t (or �nstalls �t ready for use) for any purpose. 
however, the partnersh�p or trust can only cla�m a 
deduct�on for the decl�ne �n value to the extent �t uses 
the asset for a taxable purpose, such as for produc�ng 
assessable �ncome.

show at u  the cost of all deprec�at�ng assets (other than 
�ntang�ble deprec�at�ng assets) for wh�ch the partnersh�p or 
trust �s cla�m�ng a deduct�on for the decl�ne �n value for the 
f�rst t�me. if any assets (other than �ntang�ble deprec�at�ng 
assets) w�th a cost of less than $1,000 have been allocated 
to a low-value pool for the �ncome year, also �nclude the 
cost of those assets at u . do not reduce the cost for 
est�mated non-taxable use.

for �nformat�on on decl�ne �n value, cost and low-value 
pools, see the Guide to depreciating assets 2007.

if an amount of more than $75,000 �s shown at u , 
complete and attach a Capital allowances schedule 2007. 
for more �nformat�on, see the Capital allowances schedule 
instructions 2007.
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45 termination value of intangible 
dePreciating assets
STS taxpayers
if the partnersh�p or trust �s el�g�ble to enter or cont�nue �n 
the sts and has chosen to do so at �tem 3, do not �nclude 
an amount at th�s label.

Non-STS taxpayers 
for more �nformat�on on �ntang�ble deprec�at�ng assets, 
see 43 Intangible depreciating assets first deducted on  
page 57.

show at o  the term�nat�on value of each balanc�ng 
adjustment event occurr�ng for �ntang�ble deprec�at�ng 
assets to wh�ch the uca rules appl�ed – �nclud�ng assets 
allocated to a low-value pool.

do not show at o  any cons�derat�on rece�ved dur�ng 
the �ncome year for �n-house software for wh�ch the 
partnersh�p or trust has allocated expend�ture to a software 
development pool.

a balanc�ng adjustment event occurs �f the partnersh�p or 
trust stops hold�ng or us�ng a deprec�at�ng asset or dec�des 
not to use �t �n the future – for example, assets sold, lost or 
destroyed. Generally, the term�nat�on value �s the amount 
the partnersh�p or trust rece�ves or �s deemed to rece�ve �n 
relat�on to the balanc�ng adjustment event. it also �ncludes 
the market value of any non-cash benef�ts such as goods 
and serv�ces the partnersh�p or trust rece�ves for the asset.

for more �nformat�on on balanc�ng adjustment events, 
term�nat�on value, �n-house software and software 
development pools, see the Guide to depreciating assets 
2007.

46 termination value of other 
dePreciating assets
STS taxpayers
if the partnersh�p or trust �s el�g�ble to enter or cont�nue �n 
the sts and has chosen to do so at �tem 3, do not �nclude 
an amount at th�s label.

Non-STS taxpayers 
show at W  the term�nat�on value of each balanc�ng 
adjustment event occurr�ng for deprec�at�ng assets 
– �nclud�ng assets allocated to a low-value pool.

do not show at W  any cons�derat�on rece�ved dur�ng the 
�ncome year for:
n deprec�at�ng assets allocated �n a pr�or year to a general 

sts pool or long l�fe sts pool
n �ntang�ble deprec�at�ng assets
n bu�ld�ngs or structures for wh�ch a deduct�on �s ava�lable 

under the cap�tal works prov�s�ons
n assets used �n research and development act�v�t�es
n assets fall�ng w�th�n the prov�s�ons relat�ng to �nvestments 

�n austral�an f�lms.

a balanc�ng adjustment event occurs �f the partnersh�p or 
trust stops hold�ng or us�ng a deprec�at�ng asset or dec�des 
not to use �t �n the future – for example, assets sold, lost or 
destroyed. Generally, the term�nat�on value �s the amount 

the partnersh�p or trust rece�ves or �s deemed to rece�ve �n 
relat�on to the balanc�ng adjustment event. it also �ncludes 
the market value of any non-cash benef�ts such as goods 
and serv�ces the partnersh�p or trust rece�ves for the asset.

for more �nformat�on on balanc�ng adjustment events and 
term�nat�on value, see the Guide to depreciating assets 
2007.

47 deduction for Project Pool
show at P  the partnersh�p’s or trust’s deduct�ons for 
project pools. for more �nformat�on, see append�x 6.

if an amount greater than $1,000 �s shown at P  complete 
and attach a Capital allowances schedule 2007 unless the 
partnersh�p or trust �s el�g�ble to enter or cont�nue �n the 
sts and has chosen to do so at �tem 3. 

48 section 40-880 deduction
show at X  the total of the partnersh�p’s or trust’s 
deduct�ons allowable under sect�on 40-880. for more 
�nformat�on, see append�x 6.

49 fringe benefit emPloYee 
contributions
show at t  all payments the partnersh�p or trust has 
rece�ved from rec�p�ents of fr�nge benef�ts.

employee contr�but�ons form part of the employer’s 
or assoc�ate’s assessable �ncome �n s�tuat�ons where 
employees make payments for fr�nge benef�ts they have 
rece�ved.

50 interest eXPenses overseas
show at Q  the amount of �nterest pa�d on money 
borrowed from overseas sources. also �nclude th�s amount 
at Expenses, i  Total interest expenses �tem 5.

an amount of tax – w�thhold�ng tax – �s generally w�thheld 
from �nterest pa�d or payable to non-res�dents, and from 
�nterest der�ved by a res�dent through an overseas branch. 
You must rem�t these amounts to the tax off�ce. You 
cannot cla�m a deduct�on unless you have rem�tted any 
w�thhold�ng tax to the comm�ss�oner.

51 roYaltY eXPenses overseas
show at r  the royalty expenses pa�d to non-res�dents 
dur�ng the �ncome year.

th�s amount �s �ncluded �n Expenses, j  Total royalty 
expenses �tem 5, plus or m�nus any reconc�l�at�on 
adjustment for royalty expenses that was �ncluded at 
Reconciliation items, b  Expense reconciliation 
adjustments �tem 5.

an amount of tax – w�thhold�ng tax – �s generally w�thheld 
from royalt�es pa�d or payable to non-res�dents and from 
royalt�es der�ved by a res�dent through an overseas branch. 
You must rem�t th�s amount to the tax off�ce. You cannot 
cla�m a deduct�on unless you have rem�tted any w�thhold�ng 
tax to the comm�ss�oner. for more �nformat�on, phone the 
Bus�ness infol�ne (see the �ns�de back cover ). 
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Record keeping
Keep a record of the follow�ng:
n name and address of rec�p�ent(s)
n amounts pa�d
n nature of the benef�t der�ved – for example, a copy of the 

royalty agreement
n deta�ls of tax w�thheld where appl�cable and the date on 

wh�ch �t was rem�tted to the tax off�ce.

52 landcare oPerations and  
deduction for decline in value  
of Water facilitY 
show at s  the deduct�on ava�lable to the trust for 
landcare operat�ons and for the decl�ne �n value of water 
fac�l�t�es. for more �nformat�on, see append�x 6.

53 deduction for environmental 
Protection eXPenses
show at v  the amount of allowable expend�ture on 
env�ronmental protect�on act�v�t�es. for more �nformat�on, 
see append�x 6.

54 unPaid Present entitlement to a  
Private comPanY 
show at Y  any amounts from the net �ncome of the trust 
from th�s year or a prev�ous year of �ncome to wh�ch a 
pr�vate company �s presently ent�tled and that rema�ns 
unpa�d by the ‘lodgment day’. if the amount �s greater 
than zero, pr�nt D �n the code box at the r�ght of Y  
where dur�ng the �ncome year, the trustee of the trust 
estate:
n made a payment that �s attr�butable to an unreal�sed 

ga�n that d�scharged or reduced a present ent�tlement 
n made a loan, or
n forgave a debt

�n favour of a shareholder (or an assoc�ate of a 
shareholder) of a pr�vate company w�th the unpa�d present 
ent�tlement. pr�nt X �n the code box at the r�ght of Y  �f 
none of the above transact�ons took place. 

Lodgment day
the lodgment day �s the earl�er of the due date for 
lodgment and date of lodgment of the trust’s tax return 
for the �ncome year �n wh�ch the payment, loan or debt 
forg�veness occurred.

55 trading stock election 
the partnersh�p or trust may elect to value an �tem of 
trad�ng stock below the lowest value of cost, market sell�ng 
value, or replacement value, because of obsolescence 
or any other spec�al c�rcumstances. the value �t elects 
must be reasonable. for more �nformat�on on trad�ng 
stock valuat�ons where obsolescence or other spec�al 
c�rcumstances ex�st, see Taxation Ruling TR 93/23 
– Income tax: valuation of trading stock subject to 
obsolescence or other special circumstances.

if an elect�on �s made, pr�nt Y for yes �n the box at th�s �tem.

56 sts dePreciating assets
only complete th�s �tem �f the partnersh�p or trust �s el�g�ble 
to enter or cont�nue �n the sts and has chosen to do so at 
�tem 3.

to complete th�s �tem use the amounts calculated for sts 
deprec�at�on deduct�ons at Expenses, k  Depreciation 
expenses �tem 5:
n deduction for low-cost assets – show at a  the total 

amount cla�med relat�ng to low-cost assets
n deduction for general pool assets – show at b  the 

total amount cla�med relat�ng to the general sts pool
n deduction for long life pool assets – show at c  the 

total amount cla�med relat�ng to the long l�fe sts pool.

 note
remember, only put the deprec�at�on deduct�on �n 
the three sts deprec�at�ng asset labels – not the pool 
balance.

57 entrePreneurs taX offset (eto)

 note
only complete th�s �tem �f the partnersh�p or trust �s 
el�g�ble to enter or cont�nue �n the s�mpl�f�ed tax system 
(sts) and has chosen to do so at �tem 3.

the entrepreneurs tax offset (eto) �s an �ncent�ve to 
encourage small bus�ness growth. from 1 July 2005, 
certa�n small bus�nesses that are �n the sts are el�g�ble to 
rece�ve the eto, wh�ch can be up to 25% of the�r �ncome 
tax l�ab�l�ty �n respect of the�r el�g�ble sts bus�ness �ncome. 

the eto �s prov�ded under subd�v�s�on 61-J of the 
itaa 1997 wh�ch became law on 1 apr�l 2005. it �s a 
non-refundable tax offset and cannot be transferred to 
other ent�t�es or carr�ed forward to later �ncome years.

the tax offset �s ava�lable to:
n an �nd�v�dual or a company that �s an sts taxpayer
n the partners of an sts partnersh�p
n the trustee or benef�c�ar�es of an sts trust, depend�ng on 

who �s l�able for tax on the trust �ncome.

the amount of your tax offset w�ll vary depend�ng on your 
sts group turnover. if your sts group turnover �s $50,000 
or less, you can cla�m a tax offset equal to 25% of your 
�ncome tax l�ab�l�ty attr�butable to your el�g�ble sts bus�ness 
�ncome. the tax offset beg�ns to phase out when your sts 
group turnover exceeds $50,000 and �s reduced to zero 
when sts group turnover reaches $75,000.

 partners �n an sts partnersh�p may be ent�tled to the 
tax offset �n respect of net sts �ncome earned by the 
partnersh�p through �ts bus�ness act�v�t�es prov�d�ng that 
the partner’s assessable �ncome �ncludes a share of that 
net sts �ncome. however, partners are not ent�tled to the 
tax offset �n respect of a share of net sts �ncome that the 
partnersh�p rece�ved from another partnersh�p or a trust. 



60 www.ato.gov.au partnership and trust tax returns instructions 2007

 Benef�c�ar�es and trustees of an sts trust may be 
ent�tled to the tax offset �n respect of net sts �ncome 
earned by the trust through �ts bus�ness act�v�t�es 
prov�d�ng that the assessable �ncome of those ent�t�es 
�ncludes a share of that net sts �ncome. however, 
benef�c�ar�es and trustees of a trust are not ent�tled to the 
tax offset �n respect of a share of net sts �ncome that the 
trust rece�ved from another trust or a partnersh�p.

the table below summar�ses where a partner �n an sts 
partnersh�p and a benef�c�ary and trustee of an sts trust 
may be ent�tled to an eto �n respect of d�fferent sources of 
net sts �ncome.

Source of net STS income

ETO entitlement Derived from the 
partnership or 

trust’s business 
activities

Received by this 
partnership or 

trust from another 
STS partnership 

or trust

for a partner �n an 
sts partnersh�p

poss�ble ent�tlement 
(subject to the 
el�g�b�l�ty cr�ter�a)

no ent�tlement

for a benef�c�ary 
of an sts trust 
assessed under 
sect�on 97

poss�ble ent�tlement 
(subject to the 
el�g�b�l�ty cr�ter�a)

no ent�tlement

for a trustee of an 
sts trust assessed 
under sect�on 98

poss�ble ent�tlement 
(subject to the 
el�g�b�l�ty cr�ter�a)

no ent�tlement

for a trustee of an 
sts trust assessed 
under sect�on 99 or 
99a

poss�ble ent�tlement 
(subject to the 
el�g�b�l�ty cr�ter�a)

no ent�tlement

partners, benef�c�ar�es and trustees ent�tled to the tax offset 
must show the requ�red �nformat�on at th�s �tem and at �tem 
59 Statement of distribution.

sts group turnover
show at d  the partnersh�p’s or trust’s sts group turnover. 
if the partnersh�p or trust �s not grouped w�th other 
ent�t�es under the sts group�ng rules, th�s amount w�ll be 
the partnersh�p’s or trust’s STS annual turnover. if the 
partnersh�p or trust �s grouped w�th other ent�t�es under 
the sts group�ng rules, the turnover of all these ent�t�es �s 
relevant �n work�ng out the sts group turnover. 

Business carried on for only part of the year
for the purposes of the eto, �f the partnersh�p or trust 
carr�ed on a bus�ness for only part of the �ncome year, you 
do not need to est�mate what the sts annual turnover or 
sts group turnover would have been �f the partnersh�p 
or trust had carr�ed on a bus�ness for the whole year. th�s 
�s �n contrast to what �s requ�red when calculat�ng sts 
average turnover or sts group turnover for the purposes 
of determ�n�ng el�g�b�l�ty for sts.

 stop
if the partnersh�p’s or trust’s sts group turnover �s 
$75,000 or more, do not complete th�s �tem – the 
trustee, benef�c�ary or partner �s not ent�tled to an 
entrepreneurs tax offset.

the sts group turnover �s the sum of:
n the value of bus�ness suppl�es you make �n the ord�nary 

course of carry�ng on your bus�ness, and
n the value of bus�ness suppl�es any bus�nesses you are 

grouped w�th make �n the ord�nary course of carry�ng on 
the�r bus�ness. 

the sts group turnover �ncludes the value of bus�ness 
suppl�es made by any ent�t�es you are grouped w�th, even �f 
you d�d not earn or rece�ve any �ncome from those ent�t�es. 
it does not �nclude any bus�ness suppl�es made between 
you and any bus�nesses you are grouped w�th. 

the value of business supplies means the value of 
suppl�es made �n the ord�nary course of carry�ng on a 
bus�ness. for suppl�es that do not attract Gst, the value �s 
s�mply the pr�ce. for suppl�es that do attract Gst, the value 
�s the pr�ce less the Gst component. 

sts group turnover includes amounts such as: payments 
for goods or serv�ces suppl�ed, profess�onal fees, 
comm�ss�ons, �nterest rece�ved on amounts depos�ted 
�n bus�ness bank�ng accounts, and hold�ng or secur�ty 
depos�ts forfe�ted by customers.

sts group turnover excludes amounts such as: rental 
�ncome where rental act�v�t�es do not form an ord�nary part 
of the bus�ness, amounts result�ng from real�sat�on of an 
�nvestment (such as the proceeds from the sale of a cap�tal 
asset used �n the bus�ness), payments rece�ved under an 
�nsurance cla�m, and the pr�nc�pal component of a loan 
repayment.

STS annual turnover �s the value of the bus�ness suppl�es 
made dur�ng the year. unl�ke sts group turnover, �t does 
not �nclude the value of bus�ness suppl�es made by any 
ent�t�es that the partnersh�p or trust �s grouped w�th.

	for more �nformat�on on the value of bus�ness suppl�es, 
phone the Bus�ness infol�ne (see the �ns�de back cover) or 
see taxat�on rul�ng tr 2002/11.

	for more �nformat�on on the sts group�ng rules phone 
the Bus�ness infol�ne or see taxat�on rul�ng tr 2002/6.

net sts income
show at e  the net sts �ncome the partnersh�p or trust 
earned from �ts bus�ness act�v�t�es. do not �nclude any net 
sts �ncome amounts rece�ved from partnersh�p or trust 
d�str�but�ons. there must be an amount of net sts �ncome 
�ncluded �n the trustee, benef�c�ary or partner’s assessable 
�ncome before an ent�tlement to an offset ar�ses for those 
ent�t�es. 
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 stop
do not complete th�s �tem �f there �s no net sts �ncome 
or the allowable deduct�ons exceed the sts annual 
turnover.

net sts �ncome �s the amount by wh�ch the ent�ty’s sts 
annual turnover exceeds the total allowable deduct�ons 
attr�butable to that turnover. 

 note
1 in determ�n�ng net sts �ncome, the allowable 

deduct�ons attr�butable to sts annual turnover do not 
�nclude:
n tax losses from pr�or years
n superannuat�on contr�but�ons
n g�fts or donat�ons, or
n costs of manag�ng tax affa�rs.

2 if the partnersh�p’s or trust’s sts pool �ncludes assets 
that are used partly for bus�ness and partly for other 
�ncome-produc�ng act�v�t�es, the sts pool deduct�on 
for the purposes of determ�n�ng the ent�ty’s net sts 
�ncome must be apport�oned us�ng a reasonable 
bas�s.

for more �nformat�on about the eto, see The simplified 
tax system – a guide for tax agents and small businesses 
(nat 6459), v�s�t our webs�te or phone the Bus�ness infol�ne 
(see the �ns�de back cover).

eXamPle: trustee of an sts trust 

the aBc trust �s an sts taxpayer for the year ended 
30 June 2007. the trust’s net �ncome for the year was 
$40,000 (represent�ng bus�ness turnover of $45,000 less 
bus�ness expenses of $10,000 plus net rental �ncome from 
a res�dent�al rental property of $5,000). the trust �s not 
grouped w�th any other ent�ty so �ts sts group turnover �s 
also $45,000. 

thomas �s a non-res�dent benef�c�ary of the aBc trust 
who rece�ved all of the trust’s net �ncome for the year. the 
trustee of the aBc trust w�ll be assessed under sect�on 98 
of the itaa 1936 �n respect of the net �ncome of the trust 
wh�ch was d�str�buted to thomas. 

the preparer of aBc’s �ncome tax return would record:
n the trust’s sts group turnover ($45,000) at d
n the amount of net sts �ncome earned from the trust’s 

bus�ness act�v�t�es ($35,000) at e , and 
n thomas’s share of net sts �ncome ($35,000) at 

�tem 59. 

us�ng th�s �nformat�on, the tax off�ce would calculate the 
trustee’s tax offset as follows: 

Step 1 
calculate the net 
�ncome of the trust

= $40,000

Step 2 
calculate 25% 
of the trustee’s 
tax l�ab�l�ty on the 
trust’s net �ncome 
(apart from any 
offsets)

 
=

=

 
25% of the �ncome tax l�ab�l�ty of *$11,784

$2,946

Step 3 
calculate the sts 
percentage

 
=

=

=

 
net sts �ncome / net �ncome x 100

$35,000 / $40,000 x 100

87.5% (the sts percentage)

Step 4  
if the trust’s sts 
group turnover �s 
less than $50,000, 
calculate the 
eto (the step 2 
amount x the sts 
percentage).

 
=

=

 
$2,946 x 87.5%

$2,577.75

Step 5 
if the trust’s sts 
group turnover 
�s greater than 
$50,000, calculate 
the sts phase out 
fract�on. 

 
=

 
75,000 – sts group turnover / 25,000

step 5 �s not appl�cable �n th�s example as 
the trust’s sts group turnover �s less than 
$50,000.

if step 5 was appl�cable, the eto would 
be calculated as the step 2 amount x 
the sts percentage x the sts phase 
out fract�on. 

the trustee �s ent�tled to a tax offset of $2,577.75

* non-res�dent �nd�v�dual tax rates apply�ng to the trust net �ncome 
of $40,000
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eto and PaYg
the eto �s not taken �nto cons�derat�on when determ�n�ng 
the rate of paYG �nstalments.

if an ent�ty ant�c�pates that �t w�ll be ent�tled to the offset 
on assessment, the ent�ty may vary �ts �nstalments 
dur�ng the year. however, the ent�ty may be l�able to the 
general �nterest charge where a var�at�on results �n an 
underest�mat�on of the �nstalments of more than 15%.

58 medicare levY reduction or 
eXemPtion 
a trustee only needs to complete th�s �tem �f all of the 
follow�ng cond�t�ons apply:
n the trustee �s l�able to be assessed on a share of the net 

�ncome of the trust to wh�ch a benef�c�ary who �s under 
a legal d�sab�l�ty �s presently ent�tled.

n that benef�c�ary’s share of the net �ncome of the trust 
�s more than the relevant threshold amount for the 
med�care levy as set out �n part a of quest�on m1  �n 
TaxPack 2007 – e�ther the relevant threshold amount for 
all other taxpayers or, �f el�g�ble, the relevant threshold 
for the pens�oner or sen�or austral�ans tax offset.

n that benef�c�ary qual�f�es for an exempt�on or reduct�on 
�n the med�care levy under one of the categor�es set out 
�n quest�on m1  of TaxPack 2007.

if there �s more than one such benef�c�ary, attach a 
statement to the trust tax return sett�ng out the �nformat�on 
requ�red at th�s �tem for each add�t�onal benef�c�ary. 
pr�nt YES �n the Have you attached any ‘other 
attachments’? box at the top of page 1 of the trust tax 
return.

spouse’s 2006–07 taxable income
show at a  the taxable �ncome for the 2006–07 �ncome 
year of the benef�c�ary’s spouse. if the benef�c�ary had 
no spouse or had a spouse who had no taxable �ncome, 
wr�te zero (0) at a . 

number of dependent children and students
show at b  the number of the benef�c�ary’s dependent 
ch�ldren and students – �f any.

labels c  and d

for deta�ls of the var�ous med�care levy exempt�on 
categor�es, see TaxPack 2007.

full 1.5% levy exemption – number of days
show at c  the number of days �n the 2006–07 �ncome 
year for wh�ch the benef�c�ary was ent�tled to the full 
med�care levy exempt�on. if you have completed c  
and the benef�c�ary has been �ssued w�th a med�care 
exempt�on cert�f�cate, pr�nt C �n the code box.

half 1.5% levy exemption – number of days
show at d  the number of days dur�ng the 2006–07 
�ncome year for wh�ch the benef�c�ary was ent�tled to a half 
med�care levy exempt�on.

medicare levy on income to which no 
beneficiary is presently entitled
if a trustee �s l�able to be assessed on that part of the net 
�ncome of a trust, other than a trust of a deceased person, 
to wh�ch no benef�c�ary �s presently ent�tled, the trustee 
may need to pay the med�care levy.

if a trustee �s assessed on part or all of the net �ncome 
of a trust and �s l�able to pay tax on all of the �ncome so 
assessed at the top marg�nal tax rate, the trustee must 
pay the med�care levy at 1.5% of net �ncome.

in other s�tuat�ons, �f the net �ncome assessed to the 
trustee:
n �s $416 or less, no med�care levy �s payable
n �s �n the range of $417 to $450, the med�care levy �s 

20% of the excess over $416
n �s more than $450, the med�care levy �s 1.5%.

in a trust of a deceased person, no med�care levy �s 
payable on that part of the net �ncome of the trust to 
wh�ch no benef�c�ary �s presently ent�tled.

medicare levy on income to which a beneficiary 
under a legal disability is presently entitled
the trustee must pay the med�care levy �f the trustee �s 
assessed on that part of the trust net �ncome to wh�ch 
a benef�c�ary who �s under a legal d�sab�l�ty �s presently 
ent�tled. the trustee must pay the levy �f the levy would 
have been payable by the benef�c�ary had that part of the 
net �ncome been the taxable �ncome of the benef�c�ary.

the trustee does not pay the med�care levy on trust net 
�ncome to wh�ch a benef�c�ary under a legal d�sab�l�ty �s 
presently ent�tled �f the trust net �ncome �s less than the 
relevant threshold amount for the med�care levy as set 
out �n part a of quest�on m1  �n TaxPack 2007 – e�ther 
the relevant threshold amount for all other taxpayers or, �f 
el�g�ble, the relevant threshold amount for the pens�oner or 
sen�or austral�ans tax offset.

most trustees do not need to supply any �nformat�on 
about the med�care levy. however, some – see above 
– need to complete the Medicare levy reduction or 
exemption �tem 58 on page 7 of the trust tax return so 
that e�ther no levy or a reduced levy �s charged.
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medicare levy surcharge
if the benef�c�ary’s share of the trust net �ncome to wh�ch 
a trustee �s assessed under sect�on 98 exceeds e�ther 
$50,000 (�f s�ngle) or the fam�ly surcharge threshold – see 
quest�on m2  �n TaxPack 2007 – the trustee may be l�able 
for the med�care levy surcharge (mls). include a separate 
statement show�ng the deta�ls l�sted below, s�gn �t and 
attach �t to the trust tax return. pr�nt YES �n the Have you 
attached any ‘other attachments’? box at the top of 
page 1 of the tax return. the deta�ls are:
n trust name
n trust tfn
n benef�c�ary’s name
n benef�c�ary’s tfn
n number of days not l�able for mls
n full name of benef�c�ary’s spouse – �f appl�cable
n spouse’s taxable �ncome – �f appl�cable
n number of dependent ch�ldren – �f appl�cable
n health fund �dent�f�cat�on (id) code – �f appl�cable
n membersh�p number – �f appl�cable
n type of cover – �f appl�cable: Ancillary (also known as 

‘extras’), Hospital or Combined hosp�tal and anc�llary 
cover.

the def�n�t�on of dependant for the purposes of mls 
d�ffers from the def�n�t�on of dependant for other tax 
purposes. the benef�c�ary’s taxable �ncome and the�r 
spouse’s taxable �ncome for mls purposes must be 
calculated �gnor�ng the exempt�on under sect�on 271-105 
of schedule 2f to the itaa 1936 for d�str�but�ons on wh�ch 
fam�ly trust d�str�but�on tax (ftdt) has been pa�d. for 
more �nformat�on about the c�rcumstances �n wh�ch ftdt 
�s payable, see page 17.

statements of 
distriBution
59 statement of distribution 
the d�str�but�on statement must show only austral�an 
source �ncome or loss, as shown at �tem 17 Net 
Australian income or loss on the partnersh�p tax return.

if the follow�ng persons or ent�t�es are partners, and the 
partnersh�p cla�med a deduct�on �n respect of a l�sted 
�nvestment company (lic) cap�tal ga�n amount, the 
partnersh�p must adv�se these partners of the�r share 
of the deduct�on cla�med by the partnersh�p for the lic 
cap�tal ga�n amount:
n non-res�dent �nd�v�dual
n trustee of a trust
n trustee of a superannuat�on ent�ty
n company (�nclud�ng a l�fe �nsurance company), and
n partnersh�p.

show the d�str�but�on of the net austral�an �ncome or loss 
on each partner’s tax return at:

Individuals
n �tem 12 Partnerships and trusts (th�s �tem �s �n the 

supplementary sect�on of the Tax return for individuals 
2007)

Companies
n �tem 6 Calculation of total profit or loss

Trusts
n �tem 8 Partnerships and trusts, except for d�str�but�ons 

of �ncome subject to fore�gn res�dent w�thhold�ng, wh�ch 
are shown at �tem 5 Business income and expenses.

do not show cap�tal ga�ns, attr�buted fore�gn �ncome, 
fore�gn source �ncome or fore�gn tax cred�t on the 
d�str�but�on statement. record and d�str�bute these 
separately, keep�ng deta�ls for your records.

include th�s �ncome or cred�t on each partner’s own tax 
return at the follow�ng:

Individuals
n �tem 17 Capital gains
n �tem 18 Foreign entities
n �tem 19 Foreign source income and foreign assets or 

property
n o  Foreign tax credits �tem 19.

Companies
n �tem 7 Reconciliation to taxable income or loss
n Calculation statement, d  Foreign tax credits.

Trusts
n �tem 18 Capital gains
n �tem 19 Attributed foreign income
n �tem 20 Other assessable foreign source income.

for more �nformat�on on cap�tal ga�ns, see the Guide to 
capital gains tax 2007.
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if the number of partners exceeds five
for paper returns, �f the total number of partners �s more 
than f�ve, l�st the deta�ls �n each column as requested for 
four of the partners. summar�se the d�str�but�ons to the 
rest of the partners and �nclude th�s as the f�fth l�ne.

on the f�fth l�ne pr�nt SUMMARY �n column 1 and show 
the sen�or partner’s address �nstead of the partner’s 
address. in the other columns show summar�sed totals for 
the add�t�onal partners.

attach a l�st to the partnersh�p tax return show�ng the 
deta�ls of each add�t�onal partner �n the same format as 
the statement of d�str�but�on. pr�nt YES �n the Have you 
attached any ‘other attachments’? box at the top of 
page 1 of the tax return.

column headings
Column 1
show the full name and tfn of each partner. if the tfn �s 
not shown, show the partner’s address for the serv�ce of 
not�ces. if the partner �s a trustee show the name and tfn 
of the trust.

Column 2
show each partner’s share of �ncome �n whole dollars 
only – separated �nto pr�mary product�on �ncome and 
non-pr�mary product�on �ncome. if a loss �s d�str�buted 
pr�nt L after the amount.

Column 3
show each partner’s share of cred�t for amounts w�thheld 
where an aBn was not quoted. show whole dollars only. 
the total of column 3 equals the sum of any cred�t cla�med 
at:
n t  �tem 6 Tax withheld where ABN not quoted, and 
n c  Share of credit for tax withheld where ABN not 

quoted �tem 8.

Column 4
show each partner’s share of frank�ng cred�t for franked 
d�v�dends. the total of column 4 must equal the sum of 
frank�ng cred�ts cla�med at:

n d  Share of franking credit from franked dividends 
�tem 8, and

n m  Franking credit �tem 11.

Column 5
show each partner’s share of cred�t for amounts w�thheld 
from payments of �nterest, d�v�dends and un�t trust 
d�str�but�ons by �nvestment bod�es because the rec�p�ent 
d�d not quote a tax f�le number (tfn). the total of column 
5 must equal the sum of tfn amounts w�thheld on 
�nterest, d�v�dends and un�t trust d�str�but�on at:
n e  Share of credit for TFN amounts withheld from 

interest and dividends �tem 8 
n i  TFN amounts withheld from gross interest 

�tem 10, and
n n  TFN amounts withheld from dividends �tem 11.

Column 6
show each partner’s share of cred�t for amounts w�thheld 
under fore�gn res�dent w�thhold�ng. show whole dollars 
only. the total of column 6 must equal the total amount of 
cred�t shown on the tax return at u  �tem 6 Credit for tax 
withheld – foreign resident withholding and u  �tem 8 
Share of credit for tax withheld from foreign resident 
withholding.

Column 7
show each partner’s share of austral�an frank�ng cred�ts 
that were attached to franked d�v�dends rece�ved from a 
new Zealand company e�ther d�rectly or �nd�rectly through 
another partnersh�p or trust. 

th�s amount �s not necessar�ly the total amount that 
can be cla�med by each partner. th�s �s because under 
sect�on 220-405 of the itaa 1997, each partner’s share of 
frank�ng cred�ts should be reduced by the amount of any 
share of supplementary d�v�dend pa�d by the new Zealand 
company �f:
n the supplementary d�v�dend was pa�d �n connect�on w�th 

the franked d�v�dend, and
n the partner �s ent�tled to a fore�gn tax cred�t because the 

franked d�v�dend �s �ncluded �n the�r assessable �ncome. 
for more �nformat�on, see append�x 1.

if the above cond�t�ons ex�st, the reduct�on should be 
made on the partner’s own tax return.

Column 8
show each partner’s share of net sts �ncome. show 
whole dollars only. the total of column 8 must equal the 
amount shown on the tax return at e  �tem 57 Net STS 
income.

real and effective control of share in 
partnership income
if a partner aged 18 years or more on the last day of the 
partnersh�p’s �ncome year does not have real and effect�ve 
control and d�sposal of the�r whole share or part of the�r 
share of partnersh�p net �ncome, further tax �s payable by 
the partner – see sect�on 94 of the itaa 1936.

real control depends on the const�tut�on and control of 
the partnersh�p and the conduct of �ts operat�ons. Broadly, 
there �s a lack of real control �f the partner must allow any 
part of the�r share of �ncome to be dealt w�th �n a part�cular 
way so that the partner cannot, on the�r own, deal w�th �t 
�n another way.

under spec�al c�rcumstances the comm�ss�oner may 
treat a partner as hav�ng real control of a share or part of 
a share of partnersh�p �ncome. if �t �s cons�dered that th�s 
d�scret�on �s exerc�sed, prov�de full deta�ls �n support of the 
request. pr�nt YES �n the Have you attached any ‘other 
attachments’? box at the top of page 1 of the partnersh�p 
tax return.
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59 statement of distribution 
is a beneficiary named at item 59 a trustee 
beneficiary?
if you are a trustee of a closely held trust w�th trustee 
benef�c�ar�es – that �s, �f you d�str�bute net �ncome to other 
trusts, presently ent�tled to a share of net �ncome or tax-
preferred amounts – pr�nt Y for yes at W . if you do pr�nt 
Y here, you only need to complete and lodge an Ultimate 
beneficiary schedule �f:
n you have an ult�mate benef�c�ary non-d�sclosure tax 

(uBnt) l�ab�l�ty for the year under cons�derat�on, or
n the comm�ss�oner requests an ult�mate benef�c�ary 

statement.

instruct�ons for complet�on are g�ven on the schedule.

for more �nformat�on on the Ultimate beneficiary schedule 
and the d�sclosure requ�rements for trustees for ult�mate 
benef�c�ar�es, see append�x 12.

has the trust received an eligible termination 
payment (etP )?
do not show death benef�t etps on the d�str�but�on 
statement. the trustee �s l�able to pay the tax, �f any, on 
these amounts. the amount of tax payable by the trustee 
depends on the components of the etp and the extent 
that the dependants of the deceased benef�t from the 
estate. for more �nformat�on on etps, see page 43.

has the trust received a listed investment 
company (lic) capital gain amount?
if the follow�ng persons or ent�t�es are benef�c�ar�es, and 
the trust cla�med a deduct�on �n respect of a lic cap�tal 
ga�n amount, the trust must adv�se these benef�c�ar�es of 
the�r share of the deduct�on cla�med by the trust for the 
lic cap�tal ga�n amount:
n non-res�dent �nd�v�dual
n trustee of a trust
n trustee of a superannuat�on ent�ty
n company (�nclud�ng a l�fe �nsurance company), and
n partnersh�p.

is a beneficiary presently entitled?
if res�dent benef�c�ar�es are presently ent�tled to a share of 
the �ncome of a trust and are not under any legal d�sab�l�ty, 
�t �s the benef�c�ar�es who are assessable on the�r share of 
the net �ncome of the trust, not the trustee.

a benef�c�ary �s deemed to be presently ent�tled to �ncome 
of a trust �f they have an ‘�ndefeas�ble vested �nterest’ �n 
that �ncome. an �ndefeas�ble �nterest �s s�mply one that 
cannot be defeased or brought to an end or var�ed by 
someone else. a vested �nterest �s one that presently 
ex�sts. however, �t can be e�ther a present r�ght or one that 
can be enjoyed �n the future.

is the beneficiary not presently entitled?
include at �tem 59, at the labels to the r�ght of the 
’Benef�c�ary 3’ deta�ls under Income to which no 
beneficiary is presently entitled..., that part of the net

�ncome of the trust at �tem 23 Total net income or loss 
to wh�ch no benef�c�ary �s presently ent�tled and �n wh�ch 
no benef�c�ary has an �ndefeas�ble vested �nterest. th�s �s 
�ncome that �s be�ng accumulated w�th�n the trust.

the trustee also pr�nts Y for yes at the �tem Is any tax 
payable by the trustee? on page 1 of the trust tax return.

except for deceased estates �n the year �n wh�ch the 
deceased d�ed and the follow�ng two �ncome years – wh�ch 
are taxed at the general �nd�v�dual rates – a trustee �s 
assessable under sect�on 99a of the itaa 1936 and �s l�able 
to pay tax at the max�mum rate of personal �ncome tax on 
�ncome to wh�ch no benef�c�ary �s presently ent�tled. there �s 
d�scret�on not to apply th�s prov�s�on to a trust that:
n resulted from the w�ll or �ntestacy of a deceased person
n cons�sts of property e�ther of a bankrupt vested �n 

the off�c�al rece�ver �n bankruptcy or that �s be�ng 
adm�n�stered under part xi of the Bankruptcy Act 1966 
(as amended)

n cons�sts of property that was transferred to the trustee 
for the benef�t of the benef�c�ary:
– by way of, or �n sat�sfact�on of a cla�m for, damages for 

loss of parental support, personal �njury, d�sease, or 
phys�cal or mental �mpa�rment

– by way of workers’ or cr�m�nal �njury compensat�on
– d�rectly as a result of the death of a person and 

from the proceeds of a l�fe assurance pol�cy, a 
superannuat�on fund or an employer of the deceased 
person

– out of a publ�c fund establ�shed and ma�nta�ned 
exclus�vely for the rel�ef of persons �n necess�tous 
c�rcumstances, or

– as a result of a fam�ly breakdown.

if th�s d�scret�on �s exerc�sed, the trustee �s not l�able to 
pay tax at the max�mum rate of personal �ncome tax on 
the �ncome to wh�ch no benef�c�ary �s presently ent�tled. 
instead, the trustee pays tax at progress�ve or 
shaded-�n rates. for trusts – other than for the f�rst three 
years for deceased estates wh�ch are taxed at the general 
�nd�v�dual rates – these shaded-�n rates are as shown �n 
the follow�ng table:

table 19

Share of net 
income 

($)

Tax on  
column 1 

($)

% on excess 
(marginal rate) 

($)

416 n�l 50

594 89 15

25,000 3,750 30

75,000 18,750 40

150,000 48,750 45
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if you would l�ke the comm�ss�oner’s d�scret�on to be 
exerc�sed, subm�t full deta�ls �n support of the request, 
together w�th:
1 deta�ls of the balance sheet cap�tal accounts
2 �f shares are held �n pr�vate compan�es and spec�al r�ghts 

attach d�rectly or �nd�rectly to those shares, a statement 
show�ng the name of the company, the class and pa�d-
up value of the shares, deta�ls of the spec�al r�ghts, and 
whether those r�ghts have been exerc�sed dur�ng the 
year

3 �f a loan has been made to or by the trust, a statement 
show�ng the nature of the debt, the terms of the loan 
and the borrower’s or lender’s full name, address and 
fam�ly relat�onsh�p, �f any, to the benef�c�ar�es. to obta�n 
the comm�ss�oner’s d�scret�on, th�s �nformat�on need 
not be furn�shed for publ�c secur�t�es, debentures �n 
publ�c compan�es and loans made �n normal commerc�al 
transact�ons where the part�es are at arm’s length. if 
relat�ves of the benef�c�ar�es or other persons not at 
arm’s length have made loans to a pr�vate company 
�n wh�ch the trust holds shares, or to a partnersh�p �n 
wh�ch the trustee �s a partner, full deta�ls must also be 
g�ven for such loans

4 �f a person, other than �n a purely commerc�al 
transact�on at arm’s length, has d�rectly or �nd�rectly 
transferred money or property to the trust, conferred 
benef�ts on the trust or conferred spec�al pr�v�leges on 
the property of the trust, the full name and address of 
the person and the fam�ly relat�onsh�p, �f any, of that 
person to the benef�c�ar�es

5 the names of any other trusts to wh�ch the person �n 
3 or 4 has contr�buted �n the ways ment�oned �n those 
sub-paragraphs or �n wh�ch the benef�c�ar�es of the trust 
lodg�ng th�s tax return are �nterested

6 deta�ls of property, wh�ch has been transferred to a trust 
by a relat�ve of the benef�c�ar�es and �ncome from that 
property wh�ch must or may be used to pay for that 
property.

the �nformat�on requ�red under 2 to 6 need not be 
suppl�ed �f �t has already been sent �n an appl�cat�on for 
exerc�se of the comm�ss�oner’s d�scret�on for �ncome 
�ncluded on an earl�er �ncome year’s tax return. however, 
a statement adv�s�ng whether or not any mater�al changes 
have occurred s�nce the �nformat�on was furn�shed must 
accompany the trust tax return �f the d�scret�on �s exerc�sed 
for any �ncome �ncluded on the tax return be�ng lodged.

pr�nt YES �n the Have you attached any ‘other 
attachments’? box at the top of page 1 of the trust tax 
return.

capital gains reduced by the cgt discount 
and/or the small business 50% reduction where 
no beneficiary is presently entitled
if the trustee �s assessable under sect�on 99a of the itaa 
1936 on net �ncome, cap�tal ga�ns �ncluded �n that part of 
the trust’s net �ncome are �nel�g�ble for the cGt d�scount 
and the small bus�ness 50% reduct�on (see sect�on 
115-225 of the itaa 1997).

to the extent the trust’s net �ncome, to wh�ch no 
benef�c�ary �s presently ent�tled, �ncludes a cap�tal ga�n 
to wh�ch e�ther the cGt d�scount or the small bus�ness 
50% reduct�on has been appl�ed, work out the amount 
assessable to the trustee under sect�on 99a as �f the part 
attr�butable to the cap�tal ga�n was double the amount �t 
actually �s.

to the extent that the trust’s net �ncome, to wh�ch no 
benef�c�ary �s presently ent�tled, �ncludes a cap�tal ga�n 
to wh�ch both the cGt d�scount and the small bus�ness 
50% reduct�on have been appl�ed, work out the amount 
assessable to the trustee under sect�on 99a as �f the part 
attr�butable to the cap�tal ga�n was four t�mes the amount 
�t actually �s.

Attach a separate statement to the trust tax return 
showing details of the amount assessable under 
section 99A using the above method.

pr�nt YES �n the Have you attached any ‘other 
attachments’? box at the top of page 1 of the tax return.

is the trust a deceased estate?
in the case of a trust created as a result of the death of 
a person, for the f�rst three trust tax returns lodged the 
�ncome to wh�ch no benef�c�ary �s presently ent�tled �s 
taxed to the trustee at general �nd�v�dual tax rates, w�th the 
benef�t of the full tax-free threshold of $6,000.

thereafter, th�s �ncome reverts to be�ng taxed at 
rates of tax as shown �n table 19 on page 65, �f the 
comm�ss�oner’s d�scret�on �s exerc�sed.

if the comm�ss�oner’s d�scret�on �s to be exerc�sed for 
a deceased estate, prov�de the �nformat�on about the 
deceased person as descr�bed �n 2 to 6 �n the prev�ous 
column.

completing item 59
the total of the �ncome – n , a , b , f , g  and h  on 
th�s statement – equals the amount at �tem 23 Total net 
income or loss – except �n the case of certa�n etps, as 
covered on page 43 and �n the case where a benef�c�ary’s 
or a trustee’s share of frank�ng cred�ts at n  has been 
reduced because of an ent�tlement to a fore�gn tax cred�t.

if part of a d�str�but�on �s not taxable to e�ther the trustee 
or a benef�c�ary – for example, the d�str�but�on to a 
non-res�dent benef�c�ary �ncludes:
n d�v�dends, �nterest or royalt�es on wh�ch w�thhold�ng tax 

has been pa�d/w�thheld, or
n franked d�v�dends
– attach a statement h�ghl�ght�ng th�s, �nclud�ng the 
�nformat�on outl�ned at Non-resident beneficiaries on 
page 52.

a trust cannot d�str�bute an overall trust loss.
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if the number of beneficiaries exceeds three
for paper returns, �f there are more than three benef�c�ar�es 
l�st the deta�ls at the appropr�ate labels �n the d�str�but�on 
statement for two of the benef�c�ar�es. the d�str�but�ons 
to the rema�nder must be summar�sed and �ncluded 
aga�nst the labels underneath the Beneficiary 3 name and 
address box.

in the Beneficiary 3 name and address deta�ls pr�nt 
SUMMARY and show the trustee’s address �nstead of 
the benef�c�ary’s address. show summar�sed totals for the 
add�t�onal benef�c�ar�es aga�nst the labels underneath.

attach a l�st to the trust tax return show�ng the deta�ls 
of each add�t�onal benef�c�ary �n the same format as the 
statement of d�str�but�on. pr�nt YES �n the Have you 
attached any ‘other attachments’? box at the top of 
page 1 of the tax return.

beneficiary details
Beneficiary 1, Beneficiary 2, Beneficiary 3 
show the full name and tfn of each benef�c�ary ent�tled, 
presently ent�tled or hav�ng an �ndefeas�ble and vested 
�nterest. if the tfn �s not shown, show the benef�c�ary’s 
address for the serv�ce of not�ces. if the benef�c�ary �s a 
trustee of another trust, show the name and tfn of the 
trust.

Date of birth
if the benef�c�ary �s under 21 years of age as at 30 June, 
show the�r date of b�rth.

label details

assessment calculation code v  
insert an assessment calculat�on code for each benef�c�ary 
�f the benef�c�ary �s presently ent�tled to a share of the 
�ncome of the trust and also aga�nst �ncome to wh�ch 
no benef�c�ary �s presently ent�tled and �n wh�ch no 
benef�c�ary has an �ndefeas�ble vested �nterest. for more 
�nformat�on on trustee assessment calculat�on codes, see 
append�x 13.

Bankrupt estates are lodged under assessment calculat�on 
code 37.

credit for tax withheld – foreign resident 
withholding l
show each benef�c�ary’s share of cred�t for tax w�thheld 
where �ncome �s subject to fore�gn res�dent w�thhold�ng. 
show whole dollars only. the total of the amounts at l  
must equal the total amount of cred�t shown on the tax 
return at u  �tem 6 Credit for tax withheld – foreign 
resident withholding and u  �tem 8 Share of credit for 
tax withheld from foreign resident withholding.

australian franking credits from a new zealand 
company n
if the res�dent benef�c�ar�es are presently ent�tled to a share 
of the �ncome of the trust and are not under any legal 
d�sab�l�ty, the benef�c�ar�es – not the trustee – are assessed 
on the�r share of the net �ncome of the trust. for more 
�nformat�on on present ent�tlement, see Is a beneficiary 
presently entitled? under 59 Statement of distribution 
(trusts) on page 65.

include at n  the benef�c�ary’s share of the austral�an 
frank�ng cred�t rece�ved from a new Zealand company, 
�nclud�ng any amounts rece�ved through another trust or 
a partnersh�p. the amount at n  �s not necessar�ly the 
amount that can be cla�med by each benef�c�ary

if the benef�c�ary �s under a legal d�sab�l�ty or �t �s �ncome to 
wh�ch no benef�c�ary �s presently ent�tled and �n wh�ch no 
benef�c�ary has an �ndefeas�ble vested �nterest, the trustee 
w�ll be assessed on the �ncome. in these c�rcumstances, 
�nclude at n  the amount of austral�an frank�ng cred�ts 
attached to a new Zealand d�v�dend allowed to the 
trustee. under sect�on 220-405 of the itaa 1997, the 
austral�an frank�ng cred�ts are reduced by the relevant part 
of the supplementary d�v�dend pa�d by the new Zealand 
company �f:
n the supplementary d�v�dend was pa�d �n connect�on w�th 

the franked d�v�dend, and
n the benef�c�ary under a legal d�sab�l�ty or trustee �s 

ent�tled to a fore�gn tax cred�t because the franked 
d�v�dend �s �ncluded �n the�r assessable �ncome. for 
more �nformat�on, see append�x 1.

share of income a  and b
show each benef�c�ary’s share of �ncome �n whole dollars 
only – separated �nto pr�mary product�on �ncome and non-
pr�mary product�on �ncome. if a loss �s d�str�buted pr�nt L �n 
the box after the amount.

a loss �s only shown for a component – that �s, pr�mary 
product�on or non-pr�mary product�on – of an overall trust 
d�str�but�on. the trust cannot d�str�bute an overall trust 
loss.

credit for tax withheld where abn not  
quoted c
show each benef�c�ary’s share of cred�t for tax w�thheld 
where an aBn was not quoted. show whole dollars only. 
the total of c  amounts equals the sum of any cred�t 
shown on the trust tax return at:
n t  Tax withheld where ABN not quoted �tem 6, and
n c  Share of credit for tax withheld where ABN not 

quoted �tem 8.

franking credit d
show each benef�c�ary’s share of frank�ng cred�t for 
franked d�v�dends. the total of d  amounts must equal the 
sum of frank�ng cred�t cla�med on the trust tax return at:
n d  Share of franking credit from franked dividends 

�tem 8, and
n m  Franking credit �tem 11.
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tfn amount withheld e
show each benef�c�ary’s share of cred�t for tax w�thheld 
on �nterest, d�v�dends and un�t trust d�str�but�ons by 
�nvestment bod�es as a result of the requ�rement to quote 
a tfn. the total of e  amounts must equal the sum of 
tfn amounts w�thheld on �nterest, d�v�dends and un�t trust 
d�str�but�ons at:
n e  Share of credit for TFN amounts withheld from 

interest and dividends �tem 8 
n i  TFN amounts withheld from gross interest 

�tem 10, and
n n  TFN amounts withheld from dividends �tem 11.

if the trust has no net �ncome, the benef�c�ar�es do not 
have a share of cred�t for the tfn amounts w�thheld. 
instead, show the sum of the tfn amounts at e  under 
Income to which no beneficiary is presently entitled...

net capital gain f
show each benef�c�ary’s share of net cap�tal ga�n �n 
whole dollars only. the total of f  amounts must equal 
the amount at a  Net capital gain �tem 18. to complete 
the�r own tax returns and meet the�r cap�tal ga�ns tax 
obl�gat�ons, benef�c�ar�es need the follow�ng �nformat�on:
1 a d�ssect�on of the net cap�tal ga�n d�str�buted by the 

trust for the �ncome year to the extent that �t compr�ses 
an amount attr�butable to the follow�ng:
n cap�tal ga�ns from collectables, for each of the 

follow�ng methods of calculat�on:
– �ndexat�on
– cGt d�scount
– other method

n cap�tal ga�ns to wh�ch the small bus�ness 50% act�ve 
asset reduct�on was appl�ed, for each of the follow�ng 
methods of calculat�on:
– �ndexat�on
– cGt d�scount
– other method

n all other cap�tal ga�ns, for each of the follow�ng 
methods of calculat�on:
– �ndexat�on
– cGt d�scount
– other method

2 deta�ls of any non-assessable payment made �n the 
�ncome year �n respect of an �nterest �n the trust (cGt 
event e4 sect�on 104-70 of the itaa 1997). the deta�ls 
should �nd�cate the extent to wh�ch the payment �s 
attr�butable to each of the follow�ng:
n tax-exempted amounts (subsect�on 104-71(1) of the 

itaa 1997)
n tax-free amounts (subsect�on 104-71(3) of the 

itaa 1997)
n cGt concess�on amounts (subsect�on 104-71(4) of 

the itaa 1997)
n tax-deferred amounts – assoc�ated w�th the small 

bus�ness 50% act�ve asset reduct�on, frozen 
�ndexat�on, bu�ld�ng allowance and account�ng 
d�fference �n �ncome.

to help a trustee record the �nformat�on requ�red under 1, 
see worksheet 5 on page 76.

for �nformat�on about the small bus�ness concess�ons, 
see the Guide to capital gains tax concessions for small 
business. for more �nformat�on about cap�tal ga�ns tax, 
see the Guide to capital gains tax 2007.

attributed foreign income g
show each benef�c�ary’s share of attr�buted fore�gn �ncome 
�n whole dollars only. the total of g  amounts must equal 
the sum of any attr�buted fore�gn �ncome shown at �tem 19 
Attributed foreign income on the trust tax return.

other assessable foreign source income h
show each benef�c�ary’s share of other assessable net 
fore�gn source �ncome �n whole dollars only. the total of 
h  amounts must equal the amount of net fore�gn source 
�ncome shown at v  Net �tem 20 on the trust tax return.

foreign tax credits i
show each benef�c�ary’s share of fore�gn tax cred�t. the 
total of i  amounts must equal the amount of fore�gn tax 
cred�t shown at z  Foreign tax credits �tem 20 on the 
trust tax return.

entrePreneurs taX offset information 
share of net sts income m
show each benef�c�ary’s share of net sts �ncome. the 
total of all the label m  amounts must equal the amount of 
net sts �ncome shown at e  Net STS income �tem 57 on 
the trust tax return.

non-resident beneficiaries – 
additional information
the tax laws amendment (2007 measures no.3) B�ll 
2007 was �ntroduced �nto parl�ament on 10 may 2007. 
upon enactment the B�ll w�ll amend d�v�s�on 6 of the 
itaa 1936 to extend the taxat�on of trustees to s�tuat�ons 
where a non-res�dent trustee benef�c�ary �s presently 
ent�tled to �ncome of the trust (‘the proposed measures’).

under the current law, a trustee �s l�able to pay tax on a 
non-res�dent benef�c�ary’s share of the net �ncome of the 
trust where the benef�c�ary �s a company not be�ng a trustee 
(under subsect�on 98(3) of the itaa 1936) or an �nd�v�dual 
not be�ng a trustee (under subsect�on 98(4) of the itaa 
1936). 

under the proposed measures, a trustee w�ll cont�nue to 
be l�able to pay tax �n relat�on to shares of net �ncome of 
non-res�dent compan�es and �nd�v�dual benef�c�ar�es not 
be�ng trustees. Both these amounts are now shown at 
s98(3) assessable amount j .

however, under the proposed measures, certa�n trustees 
w�ll also be l�able to pay tax �n relat�on to trust �ncome 
where a benef�c�ary who �s presently ent�tled to the �ncome 
of the trust �s �tself a trustee and �s a non-res�dent at the 
end of the �ncome year. these amounts w�ll now be shown 
at s98(4) assessable amount k .

two new trust assessment calculat�on codes have been 
�ntroduced �n 2007 �n expectat�on that the proposed 
measures w�ll be enacted dur�ng the 2006–07 year w�th 
effect from 1 July 2006. do not wr�te any amounts at 
s98(4) assessable amount k  unless the proposed 
measures are enacted as law at the t�me of complet�ng 
your return. for more �nformat�on call the Bus�ness infol�ne 
(see the �ns�de back cover).
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s98(3) assessable amount
Non-resident company beneficiaries – 
assessable amount j
if you have entered assessment calculat�on code 139 
(non-res�dent company benef�c�ar�es) at v , you must 
�nclude an amount at j .

show the assessable amount under sect�on 98 of the 
itaa 1936 �f the trustee �s assessable on behalf of a non-
res�dent company benef�c�ary on a share of the net �ncome 
of the trust. show whole dollars only. Generally, for non-
res�dent benef�c�ar�es who have been non-res�dent for the 
ent�re year, the assessable amount w�ll exclude �ncome 
subject to non-res�dent w�thhold�ng tax and fully franked 
d�v�dends, but w�ll �nclude all other austral�an source 
�ncome, �nclud�ng cap�tal ga�ns. do not �nclude any cap�tal 
ga�ns for wh�ch the trustee �s not l�able to pay tax under 
subd�v�s�on 768-h or subd�v�s�on 855-a of the itaa 1997.

if the share of the net �ncome assessed to the trustee 
under sect�on 98 �ncludes a d�scounted cap�tal ga�n made 
by the trust estate, the assessable amount �ncludes 
double the d�scounted cap�tal ga�n (see sect�on 115–220 
of the itaa 1997). th�s ensures that a trustee assessed on 
behalf of a non-res�dent company benef�c�ary does not get 
the benef�t of the cGt d�scount. however, do not �nclude 
double the d�scounted cap�tal ga�n �n the assessable 
amount �f the ga�n �s one for wh�ch the trustee �s not l�able 
to pay tax under subd�v�s�on 768-h or subd�v�s�on 855-a 
of the itaa 1997.

if the benef�c�ary �s a non-res�dent at the end of the year 
but has not been a non-res�dent for the ent�re year, show 
clearly �n a separate schedule full deta�ls of the share of 
net �ncome for the year. the amount to show at j  w�ll 
�nclude the add�t�onal cap�tal ga�n amount under sect�on 
115–220, the benef�c�ary’s share of net �ncome from the 
trust attr�butable to the per�od that the benef�c�ary was 
a res�dent as well as the benef�c�ary’s share of the net 
�ncome attr�butable to austral�an sources for the per�od 
the benef�c�ary was a non-res�dent. it w�ll exclude �ncome 
subject to non-res�dent w�thhold�ng tax and fully franked 
d�v�dends. do not �nclude any cap�tal ga�ns for wh�ch the 
trustee �s not l�able to pay tax under subd�v�s�on 768-h or 
subd�v�s�on 855-a of the itaa 1997.

Non-resident individual beneficiaries 
assessable amount j
if you have entered assessment calculat�on code 138 
(non-res�dent �nd�v�dual benef�c�ar�es) at v , you must 
�nclude an amount at j .

show the assessable amount under sect�on 98 of the 
itaa 1936 �f the trustee �s assessable on behalf of a  
non-res�dent �nd�v�dual benef�c�ary not under a legal 
d�sab�l�ty on a share of the net �ncome of the trust. show 
whole dollars only. Generally, for non-res�dent benef�c�ar�es 
who have been non-res�dent for the ent�re year, the 
assessable amount w�ll exclude �ncome subject to 
non-res�dent w�thhold�ng tax and fully franked d�v�dends,

but w�ll �nclude all other austral�an source �ncome, 
�nclud�ng cap�tal ga�ns. do not �nclude any cap�tal ga�ns 
for wh�ch the trustee �s not l�able to pay tax under 
subd�v�s�on 768-h or subd�v�s�on 855-a of the itaa 1997.

if the benef�c�ary �s a non-res�dent at the end of the year 
but has not been a non-res�dent for the ent�re year, you 
w�ll have pr�nted Y at a  �tem 26. it �s �mportant to prov�de 
the �nformat�on set out at Non-resident beneficiaries on 
page 52 so that the appropr�ate tax rates can be appl�ed.

the amount to show at j  w�ll �nclude the benef�c�ary’s 
share of net �ncome from the trust attr�butable to the 
per�od that the benef�c�ary was a res�dent as well as the 
benef�c�ary’s share of net �ncome attr�butable to austral�an 
sources for the per�od the benef�c�ary was a non-res�dent. 
it w�ll exclude �ncome subject to non-res�dent w�thhold�ng 
tax and fully franked d�v�dends. do not �nclude any cap�tal 
ga�ns for wh�ch the trustee �s not l�able to pay tax under 
subd�v�s�on 768-h or subd�v�s�on 855-a of the itaa 1997.

s98(4) assessable amount 
Non-resident trustee beneficiaries –  
assessable amount k
Note: at the t�me of pr�nt�ng these �nstruct�ons, leg�slat�on 
conta�n�ng the proposed measures has not been enacted. 
do not wr�te any amounts at s98(4) assessable amount k  
unless these measures have been enacted by parl�ament 
at the t�me of complet�ng your return. for more �nformat�on 
call the Bus�ness infol�ne (see the �ns�de back cover).

if you have entered assessment calculat�on code 140 
(non-res�dent trustee benef�c�ary) at v , you must �nclude 
an amount at k .

show the assessable amount under sect�on 98 of the itaa 
1936 �f the trustee �s assessable on behalf of a  
non-res�dent trustee benef�c�ary on a share of the net 
�ncome of the trust. show whole dollars only. it only 
�ncludes �ncome attr�butable to austral�an sources. it 
w�ll exclude �ncome subject to non-res�dent w�thhold�ng 
tax and fully franked d�v�dends, but w�ll �nclude all other 
austral�an source �ncome, �nclud�ng cap�tal ga�ns. do not 
�nclude any cap�tal ga�ns for wh�ch the trustee �s not l�able 
to pay tax under subd�v�s�on 768-h or subd�v�s�on 855-a 
of the itaa 1997.

if the trustee �s assessable on behalf of a non-res�dent 
trustee under sect�on 98 of the itaa 1936 and the share 
of the net �ncome assessed to the trustee �ncludes a 
d�scounted cap�tal ga�n made by the trust estate, the 
assessable amount �ncludes double the d�scounted cap�tal 
ga�n. th�s ensures that a trustee assessed on behalf of a 
non-res�dent trustee benef�c�ary does not get the benef�t 
of the cGt d�scount. however, do not �nclude double 
the d�scounted cap�tal ga�n �n the assessable amount �f 
the ga�n �s one for wh�ch the trustee �s not l�able to pay 
tax under subd�v�s�on 768-h or subd�v�s�on 855-a of the 
itaa 1997.
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60 beneficiarY under legal 
disabilitY Who is PresentlY entitled to 
income from another trust 
the trustee �s l�able to pay tax on the share of net �ncome 
of the trust to wh�ch a benef�c�ary who �s under 18 years 
of age �s presently ent�tled. Where the benef�c�ary �s 
presently ent�tled to �ncome from more than one trust, the 
benef�c�ary’s share of net �ncome from each of the trusts �s 
taken �nto account �n work�ng out the tax rate to apply �n 
the trustee’s assessment on behalf of the benef�c�ary. for 
more �nformat�on on the tax rates and rel�ev�ng prov�s�ons, 
see append�x 11.

Where the benef�c�ary �s presently ent�tled to �ncome from 
one or more other trusts, g�ve the follow�ng �nformat�on for 
each of those trusts:
n the name of the trust
n the tax off�ce at wh�ch the trust tax return �s lodged
n the trust tfn
n the �ncome to wh�ch the benef�c�ary �s presently ent�tled.

if a trustee �s unable to prov�de any part of th�s �nformat�on, 
they must supply all the relevant deta�ls that are ava�lable, 
along w�th the name and address of the parent or 
guard�an of the benef�c�ary.

61 non-resident trust
a trust �s a non-res�dent of austral�a �f:
n	no trustee was res�dent �n austral�a, and 
n the central management and control of the trust were 

not �n austral�a at any t�me dur�ng the �ncome year.

if the trust �s a non-res�dent trust, pr�nt Y for yes. if not 
pr�nt N for no.

if the trust �s a non-res�dent trust, show �n the box marked 
$ at th�s �tem the amount of �ncome der�ved outs�de 
austral�a to wh�ch no benef�c�ary �s presently ent�tled. pr�nt 
NIL �f appl�cable.
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WorKsheets
Worksheet 1 Reconciliation statement
reconc�l�at�on �tems are those �tems that reconc�le net prof�t or loss as per the prof�t and loss statement (the accounts) 
w�th the net �ncome or loss for �ncome tax purposes of the partnersh�p or trust. th�s statement �s not an exhaust�ve l�st of 
reconc�l�at�on adjustments.

pr�mary product�on 
�ncome  
$

non-pr�mary product�on 
�ncome  
$

a net prof�t or loss as per the accounts

Additions:

b income reconc�l�at�on adjustments – see below

c expense reconc�l�at�on adjustments – see page 72

d net income (a + b + c)

note: the add�t�ons at B and/or C may be negat�ve amounts 
wh�ch w�ll reduce the net �ncome.
the amounts shown for net �ncome at D must agree w�th 
Q  and r  �tem 5 on the tax return.

income reconciliation adjustments

Income add backs: amounts not shown �n the accounts wh�ch 
are assessable �ncome

e assessable balanc�ng adjustment amounts on deprec�at�ng 
assets

f any excess of the tax value of clos�ng stock over the tax value 
of open�ng stock (non-sts taxpayers)

g  other assessable �ncome not �ncluded �n the accounts

h subtotal (e + f + g)

Income subtractions: �ncome shown �n the accounts wh�ch �s not 
assessable

i prof�t on the sale of deprec�at�ng assets shown �n the accounts

j personal serv�ces �ncome �ncluded �n the assessable �ncome 
of an �nd�v�dual (attr�buted amount)

k other �ncome shown �n the accounts wh�ch �s not assessable 
for tax purposes—for example, gross exempt �ncome

l total  h – (i + j + k)

note: the net total of the pr�mary product�on and non-pr�mary product�on amounts at L must agree w�th the amount 
shown at reconciliation items, a  income reconciliation adjustments �tem 5 on the tax return. if the net 
total �s a negat�ve amount, pr�nt L �n the box at the r�ght of a  on the tax return.
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expense reconciliation adjustments
Expense add backs: expenses shown �n the accounts wh�ch are not tax deduct�ble

pr�mary product�on 
�ncome  
$

non-pr�mary product�on 
�ncome  
$

m deprec�at�on charged �n accounts*

n loss on the sale of deprec�at�ng assets

o other �tems not allowable as a deduct�on:
n	 cap�tal expend�ture
n	 add�t�ons to prov�s�ons and reserves
n	 debt deduct�ons den�ed by th�n cap�tal�sat�on prov�s�ons
n	 �ncome tax expense
n	 certa�n expenses relat�ng to personal serv�ces �ncome that 

are not deduct�ble
n	 h�re purchase payments
n	 luxury car lease payments
n	 penalt�es and f�nes
n	 part of prepa�d expenses not deduct�ble th�s year
n	 expenses relat�ng to exempt �ncome
n	 other non-deduct�ble expenses

P subtotal (m + n + o)

Expense subtractions: �tems not shown as expenses wh�ch are tax deduct�ble

Q deduct�on for decl�ne �n value of deprec�at�ng assets  
(non-sts taxpayers)

r deduct�ble balanc�ng adjustments amounts on deprec�at�ng 
assets

s  any excess of the tax value of open�ng stock over the tax 
value of clos�ng stock (non-sts taxpayers)

t other tax deduct�ble �tems:
n	 other amounts deduct�ble under the un�form cap�tal 

allowance system
n	 h�re purchase agreements—�nterest component
n	 luxury car leases—accrual amount
n	 part of prepa�d expenses deduct�ble th�s year but not 

shown �n accounts
n	 20% wr�te off of cap�tal expend�ture to term�nate lease 

or l�cence**
n	 other deduct�ble �tems

u total***  P – (Q + r + s +t)

* only �nclude amounts at M �f the partnersh�p or trust �s not an sts taxpayer. however, exclude any sts pool 
deduct�ons shown at expenses, k  depreciation expenses �tem 5 on the tax return.

** if the partnersh�p or trust has �ncurred cap�tal expend�ture to term�nate a lease or l�cence the partnersh�p or trust may 
be ent�tled to cla�m a deduct�on for 20% of th�s expend�ture �f the requ�rements of sect�on 25-110 of the itaa 1997 
are sat�sf�ed.

*** the net total of the pr�mary product�on and non-pr�mary product�on amounts at U must agree w�th the amount shown 
at reconciliation items, b  expense reconciliation adjustments �tem 5 on the tax return. if the net total �s a 
negat�ve amount, pr�nt L �n the box at the r�ght of b  on the tax return.
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appendixes
aPPendiX 1 dividends
an �mputat�on system for tax�ng d�v�dends pa�d by frank�ng 
ent�t�es has appl�ed s�nce 1 July 1987. d�v�dends (�nclud�ng 
non-share d�v�dends) pa�d by frank�ng ent�t�es, wh�ch have 
pa�d suff�c�ent austral�an tax, carry a tax offset ent�tlement 
for res�dent holders. these d�v�dends are known as franked 
d�v�dends.

in 2003, the austral�an Government �ntroduced rules, 
adm�n�stered by the austral�an taxat�on off�ce, to allow 
new Zealand compan�es to jo�n the austral�an �mputat�on 
system. the new Zealand Government �ntroduced s�m�lar 
rules, adm�n�stered by the new Zealand inland revenue 
department, to allow austral�an compan�es to jo�n the new 
Zealand �mputat�on system. subject to full compl�ance w�th 
the austral�an �mputat�on rules, a new Zealand company 
that has chosen to jo�n the austral�an �mputat�on system �s 
able to ma�nta�n an austral�an frank�ng account and may 
pay d�v�dends franked w�th austral�an frank�ng cred�ts. th�s 
reform �s known as the trans-tasman �mputat�on reform.

for d�v�dends pa�d by austral�an frank�ng compan�es, 
the total amount of d�v�dends rece�ved or cred�ted, and 
the frank�ng cred�t, �s �ncluded �n the assessable �ncome 
of the partnersh�p or trust to determ�ne the relevant net 
�ncome or loss. for d�v�dends pa�d by new Zealand 
frank�ng compan�es, the amount of the d�v�dend rece�ved or 
cred�ted and the frank�ng cred�t �ncluded �n the assessable 
�ncome of the partnersh�p or trust can vary depend�ng on 
whether or not the d�v�dend �s assessable. see the Foreign 
income return form guide to work out whether the d�v�dend 
�s assessable �ncome.

if the d�v�dend rece�ved from the new Zealand company �s 
assessable, you must declare the d�v�dend (�nclud�ng any 
supplementary d�v�dend) as assessable fore�gn �ncome 
even �f d�v�dend w�thhold�ng tax was deducted �n new 
Zealand. You can cla�m a fore�gn tax cred�t for any new 
Zealand d�v�dend w�thhold�ng tax pa�d on the d�v�dend. 

if the franked d�v�dend from the new Zealand company 
�s �ncluded �n assessable �ncome, the amount of the 
austral�an frank�ng cred�t on that d�v�dend �s also 
assessable �ncome and you can cla�m a tax offset equal to 
that amount (subject to the except�ons descr�bed below).

the austral�an frank�ng cred�t �s �ncluded �n the assessable 
�ncome of the rec�p�ent ent�tled to a tax offset under sect�on 
207-50 and the tax offset �s reduced by the relevant 
amount of a supplementary d�v�dend pa�d by the new 
Zealand company �f:
n the supplementary d�v�dend �s pa�d �n connect�on w�th 

the franked d�v�dend, and 
n the franked d�v�dend and the supplementary d�v�dend 

flow �nd�rectly to the rec�p�ent because the rec�p�ent �s a 
partner �n a partnersh�p or a benef�c�ary or trustee of a 
trust, and

n the rec�p�ent �s ent�tled to fore�gn tax cred�ts because of 
the d�str�but�on.

 note
austral�an res�dent shareholders are not ent�tled to a 
tax offset for new Zealand �mputat�on cred�ts wh�ch are 
attached to d�v�dends pa�d by a new Zealand company. 
austral�an res�dent shareholders are only ent�tled to a tax 
offset for austral�an frank�ng cred�ts wh�ch are attached 
to those d�v�dends.

franking credit trading 
for the frank�ng cred�ts to flow through to the partners or 
benef�c�ar�es, both they and the partnersh�p or trustee must 
be qual�f�ed persons �n relat�on to the d�v�dend.

Qualified person 
to be a qual�f�ed person �n relat�on to a d�v�dend, a taxpayer 
must, dur�ng the relevant ‘qual�f�cat�on per�od’ (see below), 
hold the shares, or an �nterest �n the shares, at r�sk for 45 
days (90 days for certa�n preference shares) not count�ng 
the days on wh�ch the shares or �nterests were acqu�red or 
d�sposed of. th�s �s somet�mes referred to as the ‘hold�ng 
per�od rule’.

to hold the shares, or an �nterest �n shares, at r�sk the 
taxpayer must carry at least 30% of the r�sks of loss and 
opportun�t�es for ga�n assoc�ated w�th the shares, or 
�nterest �n the shares.

if the taxpayer does not have an obl�gat�on to make a related 
payment �n relat�on to a d�v�dend (generally one pass�ng the 
benef�t of the d�v�dend to another), the relevant qual�f�cat�on 
per�od for that d�v�dend �s the per�od beg�nn�ng the day after 
the relevant shares or �nterests are acqu�red, and end�ng 
45 days (90 days for certa�n preference shares) after the 
shares go ex-d�v�dend. otherw�se, �f the taxpayer �s obl�ged 
to make, has made or �s l�kely to make a related payment, 
the relevant qualification period �s the per�od beg�nn�ng 
45 days (90 days for certa�n preference shares) before the 
shares go ex-d�v�dend and end�ng 45 days (90 days for 
certa�n preference shares) after the shares go ex-d�v�dend. 
th�s �s somet�mes referred to as the ‘related payments rule’.

the hold�ng per�od rule appl�es to shares acqu�red on 
or after 1 July 1997 – unless acqu�red under a contract 
entered �nto before 7.30pm aest on 13 may 1997 – and 
the related payments rule appl�es to arrangements entered 
�nto after 7.30pm aest on 13 may 1997.

 Benef�c�ar�es of trusts, other than fam�ly trusts and 
deceased estate trusts, w�ll not pass these tests unless 
they hold a suff�c�ent f�xed �nterest �n the�r proport�onate 
�nterest �n the shares that exposes them to at least 30% 
of the r�sks and opportun�t�es of own�ng the shares. 
they may, however, be el�g�ble for the small shareholder 
exempt�on.

as an alternat�ve to comply�ng w�th the 45-day hold�ng 
per�od rule, there are two other methods of atta�n�ng 
‘qual�f�ed person’ status. Wh�le the f�rst exempts �nd�v�dual 
shareholders w�th total frank�ng cred�t ent�tlements of 
less than $5,000, the second allows certa�n taxpayers 
– �nclud�ng the trustees of l�sted w�dely held un�t trusts, 
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unl�sted very w�dely held un�t trusts, trustees of comply�ng 
superannuat�on funds, comply�ng approved depos�t funds, 
pooled superannuat�on trusts and the statutory funds of l�fe 
�nsurance compan�es – to elect to have a ce�l�ng appl�ed 
to frank�ng cred�t ent�tlements. the ce�l�ng determ�ned 
�s based upon a benchmark portfol�o of shares. certa�n 
�nvestment veh�cles pr�mar�ly held by such taxpayers are 
also �ncluded.

after 1 July 2002 , the new s�mpl�f�ed �mputat�on system 
(sis) cont�nues to rely on d�v�s�on 1a of part iiiaa of the 
itaa 1936 to g�ve effect to the hold�ng per�od and related 
payment rules. in determ�n�ng �f a taxpayer �s a qual�f�ed 
person and therefore ent�tled to frank�ng benef�ts, sis rel�es 
on the prov�s�ons conta�ned �n d�v�s�on 1a of part iiiaa 
of the itaa 1936 as �f those prov�s�ons had cont�nued to 
apply. th�s �nd�rect approach w�ll be replaced so that the 
relevant prov�s�ons are actually conta�ned w�th�n the sis.

as part of th�s process, consequent�al amendments w�ll be 
made to these rules to take �nto account the new sis. 

for example, the small shareholder exempt�on and the 
benchmark portfol�o ce�l�ng method rules w�ll be amended 
to reflect the new sis term�nology and processes. 

general anti-avoidance rule 
sect�on 177ea of the itaa 1936 �s a general  
ant�-avo�dance rule aga�nst frank�ng cred�t trad�ng and 
stream�ng that appl�es where one of the purposes of an 
arrangement – other than an �nc�dental purpose – �s to 
obta�n a tax advantage �n relat�on to frank�ng cred�ts. 
th�s rule, wh�ch was �ntroduced by the Taxation Laws 
Amendment Act (No 3) 1998, appl�es to d�v�dends or 
d�str�but�ons pa�d after 7.30pm aest on 13 may 1997, 
under certa�n arrangements hav�ng the requ�s�te purpose.

amendments have been made to these prov�s�ons to 
fac�l�tate the operat�on of the new sis rules.

for more �nformat�on, see You and your shares 2007.

franking credit 
the frank�ng cred�t from frank�ng ent�t�es �s shown at:
n m  Franking credit �tem 11, �f rece�ved d�rectly from a 

pay�ng company
n d  Share of franking credit from franked dividends 

�tem 8, �f rece�ved �nd�rectly through another partnersh�p 
or trust.

do not show the frank�ng cred�t �f the trustee or partnersh�p 
was not a qual�f�ed person – see page 78 – for the 
d�v�dend.

australian franking credits from a new zealand 
company 
the austral�an frank�ng cred�ts attached to franked 
d�v�dends rece�ved d�rectly or �nd�rectly from a new Zealand 
frank�ng company are shown at d  Australian franking 
credits from a New Zealand company �tem 20. if 
rece�ved �nd�rectly through another partnersh�p or trust, do 
not show the frank�ng cred�t �f the trustee or partnersh�p 
was not a qual�f�ed person – see page 78.

show expenses cla�med aga�nst earn�ng d�v�dend �ncome 
at �tem 14 Deductions relating to Australian investment 
income.

 in certa�n cases, �f there are no benef�c�ar�es presently 
ent�tled to some or all of the �ncome of the trust, there w�ll 
be an amount of the taxable net �ncome of the trust that 
�s not assessable �ncome of the benef�c�ar�es. in these 
c�rcumstances the trustee �s l�able to pay tax on that 
�ncome and – prov�d�ng the trustee �s a qual�f�ed person �n 
relat�on to the d�v�dend – �s ent�tled to a tax offset for the 
amount, or proport�onal amount, of the frank�ng cred�t. 
Where the amount of the frank�ng cred�t to wh�ch the 
trustee �s ent�tled exceeds the trustee’s bas�c �ncome tax 
l�ab�l�ty, the excess w�ll only be refundable �f the net �ncome 
�s assessed under sect�on 99.

the share of the partnersh�p’s net �ncome or loss 
d�str�buted to a res�dent partner, or the share of the trust’s 
net �ncome assessable to a res�dent benef�c�ary, �s shown 
on the partner’s or benef�c�ary’s own tax return.

if that share �ncludes some or all of the franked d�v�dends 
pa�d to the partnersh�p or trust, the partner or benef�c�ary 
who �s a res�dent �nd�v�dual �s ent�tled to a tax offset equal 
to the�r share of frank�ng cred�ts attached to the franked 
d�v�dends, und�m�n�shed by the expenses of the partnersh�p 
or trust.

for the frank�ng cred�ts to flow to a partner or benef�c�ary, 
both the partner or benef�c�ary and the partnersh�p or 
trustee must be qual�f�ed persons (sat�sfy�ng the hold�ng 
per�od and related payments rules).

non-resident partners and beneficiaries
non-res�dent partners and non-res�dent presently ent�tled 
benef�c�ar�es are not l�able to pay any austral�an tax on 
franked amount of d�v�dends. unfranked d�v�dends and the 
unfranked part of franked d�v�dends, �f any, are subject to 
w�thhold�ng tax.

share traders 
traders of shares (�nclud�ng non-share equ�ty �nterests) 
who operated as a partnersh�p or trust and rece�ved 
d�v�dends dur�ng the �ncome year must show them at 
�tem 11 Dividends.

exempt dividends
Keep support�ng records �f the partnersh�p or trust cla�ms 
that the whole or part of any d�v�dend, bonus share �ssue 
or other d�str�but�on �s exempt from tax – for example, 
because ftdt has been pa�d on the amount. for more 
�nformat�on, see pages 14 and 17.
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foreign source dividends
fore�gn source d�v�dends (other than d�v�dends from a 
new Zealand frank�ng company) are not subject to the 
�mputat�on rules. however, they are usually �ncluded �n 
the assessable �ncome of the partnersh�p or trust. if the 
partnersh�p or trust rece�ves fore�gn source d�v�dends, other 
than d�v�dends that qual�fy as non-assessable non-exempt 
�ncome under sect�ons 23ai and 23aK, �nclude these 
amounts at �tem 20 Other assessable foreign source 
income.

unfranked dividends
an unfranked d�v�dend �ncludes the unfranked part of a 
partly franked d�v�dend.

interest paid to non-residents 
interest pa�d �ncludes amounts �n the nature of �nterest. 
if the partnersh�p pa�d or cred�ted any amounts �n the 
nature of �nterest to a non-res�dent of austral�a or has 
rece�ved unfranked d�v�dends and/or �nterest on behalf 
of a non-res�dent of austral�a, attach a statement to the 
partnersh�p tax return show�ng the amount pa�d, cred�ted 
or rece�ved on behalf of the non-res�dent and whether 
w�thhold�ng tax was deducted. if �t was not deducted, 
state why. pr�nt YES �n the Have you attached any 
‘other attachments’? box at the top of page 1 of the tax 
return. for more �nformat�on on other attachments to the 
tax return, see page 10.

aPPendiX 2 roYalties
royalt�es �nclude cons�derat�ons of any k�nd pa�d or 
cred�ted for:
1 the use of, or r�ght to use:

a) any copyr�ght, patent, des�gn or model, plan, secret 
formula or process, trademark or other l�ke property or 
r�ght

b) �ndustr�al, commerc�al or sc�ent�f�c equ�pment
c) mot�on p�cture f�lms
d) f�lms or v�deo tapes for use w�th telev�s�on
e) tapes for use w�th rad�o broadcast�ng
f) v�sual �mages and or sounds transm�tted by satell�te, 

cable, opt�c f�bre or other s�m�lar technology, �n 
connect�on w�th telev�s�on or rad�o broadcast�ng

g) capac�ty covered by a spectrum l�cence under the 
Radio Communications Act 1992

2 the supply of sc�ent�f�c, techn�cal, �ndustr�al or commerc�al 
knowledge or �nformat�on

3 the supply of any ass�stance that �s anc�llary and 
subs�d�ary to, and �s furn�shed as a means of enabl�ng 
the appl�cat�on or enjoyment of any property, r�ght, 
equ�pment, knowledge or �nformat�on ment�oned �n 1a, 
1b or 2

4 the recept�on of, or the r�ght to rece�ve, v�sual �mages and 
or sounds transm�tted to the publ�c by satell�te, cable, 
opt�c f�bre or s�m�lar technology

5 the total or part�al forbearance �n respect of the 
prev�ously l�sted act�v�t�es.

show royalt�es der�ved by an austral�an res�dent as �ncome 
�n the normal manner.

royalt�es pa�d by a res�dent to a non-res�dent may be 
subject to w�thhold�ng tax. the rate for royalt�es �s 30%; 
however, �f there �s a double tax agreement, the rate may 
be reduced to 5% or 10%.

for more �nformat�on on the def�n�t�on of royalty, see 
Taxation Ruling IT 2660 – Income tax: definition of royalties.

Record keeping
if the partnersh�p or trust cla�ms a deduct�on for royalt�es 
pa�d or cred�ted, keep a record of the name and address 
and the amounts pa�d or due to each person. if payment 
was made to a non-res�dent, keep deta�ls on whether or 
not tax has been pa�d or an amount w�thheld to prov�de for 
tax payable by the non-res�dent.
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aPPendiX 3 thin caPitalisation
the th�n cap�tal�sat�on prov�s�ons reduce certa�n 
expend�ture (called ‘debt deduct�ons’) �ncurred �n obta�n�ng 
and serv�c�ng debt where the debt used to f�nance the 
austral�an operat�ons of a partnersh�p or trust exceeds the 
l�m�ts set out �n d�v�s�on 820 of the itaa 1997. these rules 
ensure that taxpayers fund the�r austral�an operat�ons w�th 
an appropr�ate amount of equ�ty.

do the thin capitalisation rules apply?

 subject to two exclus�ons l�sted below, the th�n 
cap�tal�sat�on rules w�ll apply to a partnersh�p �f:
n the partnersh�p has at least one partner wh�ch �s an 

austral�an res�dent (an austral�an partnersh�p) and e�ther:
– the partnersh�p, or any of �ts assoc�ate ent�t�es, �s 

an austral�an controller of an austral�an controlled 
fore�gn ent�ty (expla�ned below) or carr�es on bus�ness 
overseas at or through a permanent establ�shment, or

– that partnersh�p �s fore�gn controlled, e�ther d�rectly or 
�nd�rectly (see below), or

n the partnersh�p does not have any partners that 
are austral�an res�dents and the partnersh�p carr�es 
on bus�ness �n austral�a at or through a permanent 
establ�shment or otherw�se has assets that produce 
assessable �ncome.

 subject to two exclus�ons l�sted below, the th�n 
cap�tal�sat�on rules w�ll apply to a trust �f:
n the trust �s an austral�an trust as def�ned �n sect�on 338 

of the itaa 1936, and e�ther:
– the trust, or any of �ts assoc�ate ent�t�es, �s an 

austral�an controller of an austral�an controlled 
fore�gn ent�ty (expla�ned below) or carr�es on bus�ness 
overseas at or through a permanent establ�shment, or

– the trust �s fore�gn controlled, e�ther d�rectly or 
�nd�rectly (see below), or

n the trust �s a fore�gn res�dent and carr�es on bus�ness 
�n austral�a at or through a permanent establ�shment or 
otherw�se has assets that produce assessable �ncome.

Exclusions
the th�n cap�tal�sat�on rules w�ll not apply �f:
n the partnersh�p’s or trust’s debt deduct�ons (comb�ned 

w�th the debt deduct�ons of �ts assoc�ate ent�t�es) do not 
exceed $250,000 �n the �ncome year, or

n �n the case of an austral�an partnersh�p or an austral�an 
trust wh�ch �s not fore�gn controlled, the comb�ned value 
of the partnersh�p’s or trust’s austral�an assets and the 
austral�an assets of �ts assoc�ates compr�se at least 90% 
of the value of the total assets of the partnersh�p or trust 
and those assoc�ates.

Control
the rules measur�ng control take �nto account both d�rect 
and �nd�rect �nterests that the partnersh�p or trust holds �n 
the other ent�ty (or v�ce-versa), and the d�rect and �nd�rect 
�nterests that assoc�ate ent�t�es of the partnersh�p or trust 
hold �n the other ent�ty. th�s means that an austral�an 
partnersh�p or an austral�an trust can be an austral�an 
controller of a fore�gn ent�ty even �f �t holds a d�rect �nterest 
of less than 50% �n the fore�gn ent�ty. add�t�onally, an 
austral�an trust �s fore�gn controlled where a fore�gn ent�ty �s 
�n a pos�t�on to control the trust.

What if the thin capitalisation rules apply?
if the th�n cap�tal�sat�on rules apply to the partnersh�p or 
trust, or further �nformat�on �s requ�red, see the Guide to 
thin capitalisation, ava�lable on our webs�te. if the th�n 
cap�tal�sat�on rules apply, the partnersh�p or trust must 
complete the Thin capitalisation schedule 2007, unless 
the partnersh�p or trust was a subs�d�ary member of a 
consol�dated group at any t�me dur�ng the �ncome year and 
has completed z2  Consolidated subsidiary member 
�tem 2.

post the completed schedule to:
 Australian Taxation Office
 PO Box 1365
 ALBURY NSW 2640

thin capitalisation transitional provision 
under the trans�t�onal prov�s�on – sect�on 820-45 of 
the Income Tax (Transitional Provisions) Act 1997 
(it(tp)a 1997) – you can choose to calculate your 
th�n cap�tal�sat�on pos�t�on us�ng austral�an account�ng 
standards as they ex�sted on 31 december 2004.

if you choose to use the trans�t�onal prov�s�on, �nd�cate th�s 
cho�ce on the Thin capitalisation schedule 2007.

for more �nformat�on v�s�t our webs�te www.ato.gov.au

What if the thin capitalisation rules are 
breached?
if the th�n cap�tal�sat�on rules are breached, some of the 
partnersh�p’s or trust’s debt deduct�ons may be den�ed. 
the amount den�ed for bus�ness �ncome �s shown �n 
b  Expense reconciliation adjustments �tem 5. if the 
partnersh�p or trust �ncurred debt deduct�ons for other 
types of �ncome – for example, rental �ncome, d�v�dend 
�ncome or fore�gn �ncome – the amount of deduct�ons 
shown at the relevant labels must exclude the debt 
deduct�ons den�ed.
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aPPendiX 4 commercial debt 
forgiveness
if a commerc�al debt owed by the partnersh�p or trust �s 
forg�ven dur�ng the �ncome year, apply the net amount 
of debts forg�ven to reduce the partnersh�p’s or trust’s 
deduct�ble revenue losses, net cap�tal losses, certa�n 
undeducted revenue or cap�tal expend�ture and the cost 
base of cGt assets, �n that order.

a debt �s a commerc�al debt �f any part of the �nterest 
payable on the debt �s or would be an allowable deduct�on, 
or would be a deduct�on �f not for some spec�f�c except�on 
prov�s�on. if �nterest �s not payable, the debt �s st�ll a 
commerc�al debt �f �nterest, �f charged, would have been 
deduct�ble.

a debt �s forg�ven �f the partnersh�p’s or trust’s obl�gat�on 
to pay the debt �s released or wa�ved or otherw�se 
ext�ngu�shed other than by payment of the whole debt �n 
cash.

a debt �s also forg�ven �f �t �s ass�gned by a cred�tor to an 
assoc�ate of the debtor or �n certa�n other c�rcumstances, 
or �f the r�ght to recover �t ceases.

calculation of net forgiven amount
calculate the net forg�ven amount as follows:
1 determ�ne the not�onal value of the debt. in the general 

case, th�s �s the lesser of:
– the value of the debt at the t�me of forg�veness 

(assum�ng the partnersh�p or trust was solvent at the 
t�me the debt was �ncurred and the partnersh�p’s or 
trust’s cred�tworth�ness has not changed from the t�me 
the debt was �ncurred), and

– the sum of the value of the debt at the t�me the debt 
was forg�ven (based on the above assumpt�ons 
and assum�ng that any market var�ables rema�n 
constant) and any amounts allowable as deduct�ons 
on term�nat�on of the debt attr�butable to changes 
�n market var�ables. th�s would occur because 
of a decrease �n value of the debt due to market 
movements.

 spec�al rules apply �n calculat�ng the not�onal value 
of non-recourse debt and �n respect of debt park�ng 
c�rcumstances – see sect�ons 245-60 and 245-61 of 
schedule 2c to the itaa 1936.

2 calculate the gross forg�ven amount of the debt by 
deduct�ng from the not�onal value of the debt any 
amount of cons�derat�on �n respect of the forg�veness. 
th�s cons�derat�on normally �s the sum of the amounts 
of money the partnersh�p or trust �s requ�red to pay �n 
respect of the forg�veness or, �f property �s requ�red to 
be g�ven, the market value of the property. spec�al rules 
apply �n determ�n�ng the cons�derat�on g�ven for the 
forg�veness �f a debt �s forg�ven �n exchange for shares, 
�f there are debt park�ng c�rcumstances, or �f money 
or property �s appl�ed for the benef�t or at the d�rect�on 
of the cred�tor – see sect�ons 245-65 and 245-70 of 
schedule 2c to the itaa 1936.

3 reduce the gross forg�ven amount by any amount:
– wh�ch has been, �s, or w�ll be, �ncluded �n the 

partnersh�p’s or trust’s assessable �ncome as a result of 
the forg�ven debt

– by wh�ch a deduct�on otherw�se allowable to the 
partnersh�p or trust has been or w�ll be reduced as a 
result of the forg�ven debt except for a reduct�on under 
d�v�s�on 727 (�nd�rect value sh�ft�ng) of the itaa 1997, 
and

– by wh�ch the cost base to the partnersh�p or trust of 
any cGt asset has been or w�ll be reduced, as a result 
of the forg�veness of the debt under part 3-1 or 3-3 of 
the itaa 1997.

4 the balance rema�n�ng �s the net forg�ven amount of 
that debt. then add the net forg�ven amount to the net 
forg�ven amounts of other debts forg�ven dur�ng the 
�ncome year to arr�ve at the total net forg�ven amount �n 
respect of the �ncome year.

application of total net forgiven amount
apply th�s total net forg�ven amount to reduce the amounts 
the partnersh�p or trust has �n the follow�ng categor�es, �n 
the order l�sted:
n deduct�ble revenue losses
n deduct�ble net cap�tal losses
n deduct�ble expend�ture, and
n cost bases of certa�n cGt assets.

W�th�n the relevant category, the partnersh�p or trust may 
choose the relevant loss, �tem of expend�ture or asset 
aga�nst wh�ch the total net forg�ven amount �s appl�ed, 
prov�ded �t �s appl�ed to the max�mum extent poss�ble 
w�th�n that category. once the total net forg�ven amount 
�s appl�ed aga�nst all the amounts �n a category, apply any 
excess, �n the above order, aga�nst the next category. if 
there �s an excess rema�n�ng after apply�ng the amount 
to the max�mum extent poss�ble aga�nst all categor�es, 
d�sregard th�s excess. however, see page 84 for spec�al 
rules apply�ng �n the case of certa�n partnersh�ps.

Deductible revenue losses
these are:
n tax losses
n fore�gn losses of pre-1990 �ncome years, and
n fore�gn losses of post-1989 �ncome years

wh�ch were �ncurred by the partnersh�p or trust �n an earl�er 
�ncome year and are undeducted at the beg�nn�ng of the 
forg�veness year.

Deductible net capital losses
these are unrecouped net cap�tal losses �ncurred �n 
�ncome years before the forg�veness year.
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Deductible expenditure
deduct�ble expend�ture �s l�m�ted to expend�ture �ncurred 
before the forg�veness year wh�ch rema�ns undeducted 
but wh�ch, on cond�t�ons preva�l�ng at the beg�nn�ng of the 
forg�veness year, would be deduct�ble �n that year or future 
years. the deduct�ble expend�tures are:
n cost of plant or art�cles used – or �nstalled ready for use 

– to produce assessable �ncome
n expend�ture deduct�ble under d�v�s�on 40 – un�form 

cap�tal allowances – of the itaa 1997
n expend�ture on pooled subd�v�s�on 46-d software
n expend�ture �ncurred �n borrow�ng money to produce 

assessable �ncome
n expend�ture on a telephone l�ne on land on wh�ch a 

bus�ness of pr�mary product�on �s carr�ed out
n expend�ture �n connect�ng or upgrad�ng ma�ns electr�c�ty 

fac�l�t�es on land used or �ntended for use �n produc�ng 
assessable �ncome

n expend�ture on sc�ent�f�c research
n expend�ture on r&d act�v�t�es
n expend�ture �n connect�on w�th clear�ng and prepar�ng 

land for pr�mary product�on
n expend�ture on establ�sh�ng a grapev�ne
n expend�ture on plant or structural �mprovements for 

conserv�ng or convey�ng water
n expend�ture on certa�n k�nds of plant and equ�pment for 

use �n very large development projects
n expend�ture on stud�es to evaluate the env�ronmental 

�mpact of an �ncome-produc�ng project
n advance revenue expend�ture
n expend�ture �ncurred �n relat�on to m�n�ng or quarry�ng 

operat�ons
n expend�ture �ncurred on explorat�on or prospect�ng for 

m�nerals or quarry mater�als
n expend�ture �ncurred �n transport�ng m�nerals or quarry 

mater�als
n expend�ture on forestry roads to an area of t�mber 

operat�ons
n expend�ture on t�mber bu�ld�ngs used for a t�mber m�ll�ng 

bus�ness, �f the bu�ld�ngs are �n a forest or adjacent to a 
t�mber m�ll�ng or t�mber fell�ng area

n expend�ture on acqu�r�ng a un�t of �ndustr�al property to 
produce assessable �ncome

n expend�ture on acqu�r�ng an �tem of �ntellectual property 
to produce assessable �ncome

n expend�ture on assessable �ncome-produc�ng bu�ld�ngs 
and other cap�tal works

n expend�ture �ncurred �n establ�sh�ng hort�cultural plants
n expend�ture �ncurred �n obta�n�ng a spectrum l�cence to 

produce assessable �ncome.

there are two pr�nc�pal methods of reduc�ng deduct�ble 
expend�tures:
n if the deduct�on �s calculated as a percentage of a base 

amount – for example, deduct�ons for decl�ne �n value 
of deprec�at�ng assets calculated under the pr�me cost 
method – make the reduct�on to the base amount.

 the effect �s that deduct�ons allowable �n the forg�veness 
year and later years are reduced. also, the total amount 
of deduct�ons allowable �s l�m�ted to the reduced base 
amount. the amount of the reduct�on �s treated as �f �t 
had been a deduct�on when calculat�ng any requ�red 
balanc�ng adjustment amount.

n if the deduct�on for a part�cular deduct�ble expend�ture 
�s a percentage, fract�on or proport�on of an amount 
worked out after tak�ng �nto account any deduct�ons 
for the deduct�ble expend�ture prev�ously allowed to 
the partnersh�p or trust – for example, deduct�ons for 
decl�ne �n value of deprec�at�ng assets calculated under 
the d�m�n�sh�ng value method – the forg�ven amount �s 
taken to have been allowed as a deduct�on before the 
forg�veness �ncome year.

if, as a result of the recoupment of a part�cular deduct�ble 
expend�ture, a prov�s�on of the itaa 1936 or the itaa 1997 
appl�es to d�sallow any deduct�ons prev�ously allowed 
to the partnersh�p or trust �n respect of the expend�ture, 
the total net forg�ven amount prev�ously appl�ed �n the 
reduct�on of the recouped deduct�ble expend�ture �s treated 
as assessable �ncome �n the year of recoupment.

Cost bases of certain CGT assets
cost bases of certa�n cGt assets owned by the 
partnersh�p or trust at the beg�nn�ng of the forg�veness year 
– referred to as reduc�ble assets – are the f�nal category 
of amounts that may be reduced by the partnersh�p’s or 
trust’s total net forg�ven amount. essent�ally, these are 
assets where a cap�tal ga�n or cap�tal loss m�ght ar�se on a 
cGt event, such as a d�sposal, happen�ng to them.

assets not treated as reduc�ble assets �nclude those 
for wh�ch a cap�tal ga�n or cap�tal loss w�ll not ar�se or �s 
unl�kely to ar�se on a cGt event happen�ng to them – for 
example, cGt assets acqu�red before 20 september 1985, 
trad�ng stock or a personal use asset w�th�n the mean�ng 
of sect�on 108-20 of the itaa 1997. also excluded are 
cGt assets whose cost �s deduct�ble, such as deprec�at�ng 
assets.

the partnersh�p or trust may choose the reduc�ble assets 
whose cost bases are to be reduced and the extent of that 
reduct�on. however, the cost base of reduc�ble assets that 
const�tute �nvestments �n assoc�ates of the partnersh�p or 
trust must be reduced last. When a partnersh�p or trust 
chooses to apply an amount �n reduct�on of the relevant 
cost bases of a part�cular reduc�ble asset, then at any t�me 
from the beg�nn�ng of the forg�veness �ncome year each of 
the relevant cost bases – that �s, the cost base or reduced 
cost base – �s taken to be reduced accord�ngly.



84 www.ato.gov.au partnership and trust tax returns instructions 2007

ord�nar�ly, the reduct�on of a cGt asset’s relevant cost 
base cannot exceed the amount that would have been 
the reduced cost base of the asset, calculated as �f the 
asset was d�sposed of at market value on the f�rst day 
of the forg�veness �ncome year. however, a spec�al rule 
appl�es – see subsect�on 245-190(3) of schedule 2c to the 
itaa 1936 – �f an event occurred after the f�rst day of the 
forg�veness year that would cause the reduced cost base 
of the asset to be reduced.

the reduct�on of the relevant cost base of a cGt asset 
affects the calculat�on of the amount of the cap�tal ga�n or 
cap�tal loss on a cGt event happen�ng to the nom�nated 
reduc�ble asset because the relevant cost base that �s 
taken �nto account �n determ�n�ng the cap�tal ga�n or cap�tal 
loss must reflect that reduct�on.

special rules 
spec�al rules apply �f a partnersh�p – other than a 
corporate l�m�ted partnersh�p – has a total net forg�ven 
amount, wh�ch cannot be fully appl�ed �n reduc�ng �ts 
categor�es of amounts set out above. any part that 
cannot be appl�ed �n that way �s allocated to the partners 
�n the proport�on they share �n the net �ncome or loss of 
the partnersh�p. the allocated amount �s added to the 
�nd�v�dual partner’s net forg�ven amounts �n calculat�ng the 
partner’s total net forg�ven amount. see subd�v�s�on 245-f 
of schedule 2c to the itaa 1936.

aPPendiX 5 caPital Works deductions 
and other taX offsets
capital works deductions
d�v�s�on 43 of the itaa 1997 prov�des for a system of 
deduct�ng cap�tal expend�ture �ncurred �n the construct�on 
of cap�tal works used to produce assessable �ncome.

Capital works
construct�on costs for the follow�ng cap�tal works may be 
deducted:
n bu�ld�ngs or extens�ons, alterat�ons or �mprovements to 

a bu�ld�ng
n structural �mprovements – such as br�dges, reta�n�ng 

walls and sealed roads – or extens�ons, alterat�ons or 
�mprovements to structural �mprovements

n env�ronmental protect�on earthworks – see also 
append�x 6.

You must base deduct�ons for construct�on costs and 
structural �mprovements on actual costs �ncurred. if �t �s not 
poss�ble to genu�nely determ�ne the actual costs, prov�de 
an est�mate by a quant�ty surveyor or other �ndependent 
qual�f�ed person. the costs �ncurred by the partnersh�p 
or trust for the prov�s�on of th�s est�mate are deduct�ble 
as a tax-related expense, not as an expense �n ga�n�ng or 
produc�ng assessable �ncome.

Who can claim?
You can only cla�m a deduct�on under d�v�s�on 43 for an 
�ncome year �f the partnersh�p or trust:
n owns, leases or holds part of a construct�on expend�ture 

area of cap�tal works (‘your area’)
n �ncurred the expense, or �s an ass�gnee of the lessee or 

holder who �ncurred the expense, and
n uses your area to produce �ncome, or �n some cases for 

carry�ng on research and development act�v�t�es.

in calculat�ng the partnersh�p’s or trust’s deduct�on, �dent�fy 
your area for each construct�on expend�ture area of the 
cap�tal works. Your area may compr�se the whole of the 
construct�on area or part of �t.

Lessee or holder of capital works
You can cla�m a deduct�on for an area leased or held under 
a quas�-ownersh�p r�ght by the lessee or holder. to cla�m a 
deduct�on the lessee or holder must have:
n �ncurred the construct�on expend�ture or be an ass�gnee 

of the lessee or holder who �ncurred the expend�ture
n cont�nuously leased or held the cap�tal works area �tself, 

or leased or held the area that had been so held by 
prev�ous lessees, holders or ass�gnees s�nce complet�on 
of construct�on, and

n used the area to produce assessable �ncome, or �n 
some cases for carry�ng on research and development 
act�v�t�es.

if there �s a lapse �n the lease the ent�tlement to the 
deduct�on reverts to the bu�ld�ng owner.



partnership and trust tax returns instructions 2007 www.ato.gov.au 85

Requirement for deductibility
a partnersh�p or trust can deduct an amount for cap�tal 
works �n an �ncome year �f:
n the cap�tal works have a ‘construct�on expend�ture area’
n there �s a ‘pool of construct�on expend�ture’ for that area, 

and
n �t uses the area �n the �ncome year to produce 

assessable �ncome or carry on research and 
development act�v�t�es �n the way set out �n sect�on  
43-140 of the itaa 1997.

No deduction until construction is complete
You cannot cla�m a deduct�on for any per�od before the 
complet�on of construct�on of the cap�tal works even though 
the partnersh�p or trust used them, or part of them, before 
complet�on. add�t�onally, the deduct�on cannot exceed the 
undeducted construct�on expend�ture for your area.

cap�tal works are taken to have commenced when the f�rst 
step �n the construct�on phase starts – for example, the 
pour�ng of foundat�ons or s�nk�ng of p�l�ngs for a bu�ld�ng.

Establishing the deduction base
expend�ture for the construct�on of cap�tal works �s 
deduct�ble �f there �s a construct�on expend�ture area for the 
cap�tal works. Whether there �s a construct�on expend�ture 
area for the cap�tal works and how �t �s �dent�f�ed depends 
on the follow�ng factors:
n the type of expend�ture �ncurred – only construct�on 

expend�ture (see below) �s deduct�ble under d�v�s�on 43 
of the itaa 1997

n the t�me the cap�tal works commenced
n the area of the cap�tal works to be owned, leased or held 

by the ent�ty that �ncurred the expend�ture, and
n for cap�tal works begun before 1 July 1997, the area 

of the cap�tal works that was at the t�me of complet�on 
�ntended to be used �n a part�cular manner. see sect�on 
43-90 of the itaa 1997.

Construction expenditure
construct�on expend�ture �ncludes:
n prel�m�nary expenses such as arch�tect’s fees, 

eng�neer�ng fees, foundat�on excavat�on expenses and 
costs of bu�ld�ng perm�ts

n costs of structural features that are an �ntegral part of 
the �ncome produc�ng bu�ld�ng or �ncome produc�ng 
structural �mprovements – for example, l�ft wells and 
atr�ums, and

n some port�on of �nd�rect costs.

for an owner/bu�lder ent�tled to a deduct�on under d�v�s�on 
43 of the itaa 1997, the value of the owner/bu�lder’s 
contr�but�ons to the work – that �s, labour or expert�se 
and any not�onal prof�t element – do not form part of 
construct�on expend�ture. see Taxation Ruling TR 97/25 
– Income tax: property development: deduction for capital 
expenditure on construction of income producing capital 
works, including buildings and structural improvements and 
addendum.

construct�on expend�ture does not �nclude expend�ture on:
n acqu�r�ng land
n demol�sh�ng ex�st�ng structures
n clear�ng, levell�ng, f�ll�ng, dra�n�ng or otherw�se prepar�ng 

the construct�on s�te pr�or to carry�ng out excavat�on 
work

n landscap�ng
n plant
n property or expend�ture for wh�ch a deduct�on �s 

allowable or would be allowable �f the property were for 
use for the purpose of produc�ng assessable �ncome 
under another spec�f�ed prov�s�on of the itaa 1936 or the 
itaa 1997.

Construction expenditure area
the construct�on of the cap�tal works must be complete 
before the construct�on expend�ture area �s determ�ned. 
a separate construct�on expend�ture area �s created each 
t�me an ent�ty undertakes the construct�on of cap�tal works.

for construct�on expend�ture before 1 July 1997, the 
cap�tal works must have been constructed for a spec�f�ed 
use at the t�me of complet�on, depend�ng upon the t�me 
when the cap�tal works commenced.

the f�rst spec�f�ed use construct�on t�me was 22 august 
1979 – see table 43-90 and subsect�on 43–75(2) of the 
itaa 1997. no deduct�on �s ava�lable under d�v�s�on 43 
of the itaa 1997 �n respect of cap�tal works wh�ch were 
begun on 21 august 1979 or earl�er – see subsect�on 43-
20(1) of the itaa 1997.

Pool of construction expenditure
the pool of construct�on expend�ture �s the port�on of the 
construct�on expend�ture �ncurred by an ent�ty on cap�tal 
works wh�ch �s attr�butable to the construct�on expend�ture 
area.

Deductible use
You can only cla�m a deduct�on under th�s d�v�s�on �f the 
partnersh�p or trust uses your area �n a way descr�bed 
�n table 43-140 or 43-145 of subd�v�s�on 43-d of the 
itaa 1997.

Special rules about uses
Your area �s taken to be used for a part�cular purpose or 
manner �f:
n �t �s ma�nta�ned ready for that use, �s not used for another 

purpose and �ts use has not been abandoned, or
n �ts use has temporar�ly ceased because of, for example, 

construct�on or repa�rs or for seasonal or cl�mat�c 
cond�t�ons.

Your area �s not accepted as be�ng used to produce 
assessable �ncome �f:
n �t �s a bu�ld�ng – other than a hotel or apartment bu�ld�ng 

– used for exh�b�t�on or d�splay �n connect�on w�th the 
sale of all or part of any bu�ld�ng, where construct�on 
began after 17 July 1985 but before 1 July 1997. if 
construct�on commenced after 30 June 1997, bu�ld�ngs 
that are used for d�splay are el�g�ble

n �t �s a bu�ld�ng – other than a hotel or apartment bu�ld�ng 
– where construct�on began after 19 July 1982 and 
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before 18 July 1985 and where �t �s used or ava�lable for 
use wholly or ma�nly for res�dent�al accommodat�on

n construct�on began after 19 July 1982 and before 18 July 
1985 and �t �s used for exh�b�t�on or d�splay �n connect�on 
w�th:
– the sale of all or part of any bu�ld�ng, or
– the lease of all or part of the bu�ld�ng for use wholly 

or ma�nly for or �n assoc�at�on w�th res�dent�al 
accommodat�on, or

n �t �s used, or held ready for use, by the partnersh�p or 
trust or an assoc�ate for res�dent�al accommodat�on and 
�t �s not a hotel or apartment bu�ld�ng – for except�ons 
to th�s rule see sect�on 43-170(2) of the itaa 1997. 
assoc�ates of the partnersh�p or trustee would �nclude 
partners or benef�c�ar�es and the�r spouses and ch�ldren.

Your area �s taken to be used as res�dent�al 
accommodat�on �f �t �s:
n part of an �nd�v�dual’s home – other than a hotel or 

apartment bu�ld�ng, or
n used as a hotel, motel or guesthouse but does not 

sat�sfy the def�n�t�on of a hotel bu�ld�ng.

spec�al rules for hotels and apartments are conta�ned �n 
sect�on 43-180 of the itaa 1997.

Calculation and rate of deduction
the ent�tlement to a deduct�on beg�ns on the date your 
area �s f�rst used to produce assessable �ncome after 
construct�on �s completed. the f�rst and last years of use 
may be apport�oned. the ent�tlement to a deduct�on runs 
for e�ther 25 or 40 years – the l�m�tat�on per�od – depend�ng 
upon the rate of deduct�on appl�cable.

the leg�slat�on conta�ns two calculat�on prov�s�ons:
n sect�on 43-210 of the itaa 1997 deals w�th the 

deduct�on for cap�tal works wh�ch began after 
26 february 1992

n sect�on 43-215 of the itaa 1997 deals w�th deduct�ons 
for cap�tal works wh�ch began before 27 february 1992.

Capital works begun before 27 February 1992 and 
used as described in table 43-140
calculate the deduct�on separately for each part that meets 
the descr�pt�on of your area.

mult�ply the construct�on expend�ture by the appl�cable 
rate – e�ther 4% �f the cap�tal works began after 21 august 
1984 and before 16 september 1987 or 2.5% �n any other 
case – and by the number of days �n the �ncome year �n 
wh�ch the partnersh�p or trust owned, leased or held your 
area and used �t �n a relevant way. d�v�de that amount by 
the number of days �n the year.

apport�on the amount �f your area �s used only partly to 
produce assessable �ncome.

the amount cla�med cannot exceed the undeducted 
construct�on expend�ture.

Capital works begun after 26 February 1992
calculate the deduct�on separately for each part of cap�tal 
works that meets the descr�pt�on of your area.

there �s a bas�c ent�tlement to a rate of 2.5% for parts 

used as descr�bed �n table 43-140 – Current year use. 
the rate �ncreases to 4% for parts used as descr�bed �n 
table 43-145 – Use in the 4% manner.

Undeducted construction expenditure
the undeducted construct�on expend�ture for your area �s 
the part of the construct�on expend�ture the partnersh�p or 
trust has left to wr�te off. use �t to work out:
n the number of years �n wh�ch the partnersh�p or trust can 

deduct amounts for �ts construct�on expend�ture, and
n the amount that the partnersh�p or trust can deduct 

under sect�on 43-40 of the itaa 1997 �f your area or a 
part of �t �s destroyed.

Balancing deduction on destruction
if a bu�ld�ng �s destroyed or damaged dur�ng an �ncome 
year, you can cla�m the rema�n�ng amount of undeducted 
construct�on expend�ture that has not yet been deducted, 
less any compensat�on rece�ved. if the destruct�on or 
demol�t�on �s voluntary, the ent�tlement to a deduct�on �s 
unaffected.

You can cla�m the deduct�on �n the �ncome year �n wh�ch 
the destruct�on occurs.

the deduct�on �s reduced where the cap�tal works are used 
�n an �ncome year only partly for the purpose of produc�ng 
assessable �ncome or for carry�ng on research and 
development act�v�t�es.

for gu�del�nes �ssued by the comm�ss�oner on these 
measures, see taxat�on rul�ng tr 97/25 and addendum.

Infrastructure borrowings 
the prev�ous �nfrastructure borrow�ngs tax concess�on, 
wh�ch was �ntroduced �n 1992 to fac�l�tate pr�vate sector 
�nvestment �n certa�n publ�cly access�ble �nfrastructure 
projects, was closed to new projects w�th effect from 
14 february 1997. the prov�s�ons relat�ng to the 
concess�on are conta�ned �n d�v�s�on 16l of the itaa 1936 
and chapter 3 of the Development Allowance Authority 
Act 1992.

the lender’s �nterest and amounts �n the nature of �nterest 
on the �nfrastructure borrow�ngs are not assessable. 
alternat�vely the lender may choose to be assessed on the 
amounts and to cla�m a tax offset of 30%. the borrower’s 
�nterest and amounts �n the nature of �nterest on the 
�nfrastructure borrow�ngs are not deduct�ble. in add�t�on, 
any prof�t on the d�sposal of an �nfrastructure borrow�ngs 
�nstrument �s non-assessable; any loss �s non-deduct�ble.

the replacement land transport �nfrastructure tax offset 
�n d�v�s�on 396 of the itaa 1997 �s a more restr�cted 
concess�on.

the concess�on �s �n the form of a tax offset on the taxable 
�nterest of a res�dent lender to an approved �nfrastructure 
project. the offset �s calculated by apply�ng the general 
company tax rate to the lender’s assessable �nterest, but 
may be subject to an upper l�m�t set by the m�n�ster for 
transport and reg�onal serv�ces.

if the lender’s �nterest �s subject to a tax offset, the project 
borrower cannot cla�m a deduct�on for a comparable 
amount of �nterest.
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aPPendiX 6 uniform caPital 
alloWances
th�s append�x refers to the follow�ng un�form cap�tal 
allowance top�cs:
n balanc�ng adjustment amounts
n deduct�on for decl�ne �n value of deprec�at�ng assets
n deduct�on for env�ronmental protect�on expenses
n deduct�on for project pool
n electr�c�ty connect�ons and telephone l�nes
n grapev�nes and hort�cultural plants
n h�re purchase agreements
n landcare operat�ons and deduct�on for decl�ne �n value of 

water fac�l�ty
n l�m�ted recourse debt
n loss on the sale of a deprec�at�ng asset 
n low-value pools
n luxury car leases
n prof�t on the sale of a deprec�at�ng asset
n sect�on 40-880 deduct�on.

for more �nformat�on on any of these top�cs, see the Guide 
to depreciating assets 2007.

 sts taxpaYers
taxpayers �n the sts calculate deduct�ons for most of 
the�r deprec�at�ng assets under the spec�f�c sts cap�tal 
allowance (deprec�at�on) rules – see page 29.

balancing adjustment amounts
if the partnersh�p or trust ceases to hold or to use a 
deprec�at�ng asset, a balanc�ng adjustment event occurs. 
for assets subject to the sts rules see Step 5 Disposal 
of depreciating assets on page 31. for assets not 
subject to the sts rules, the partnersh�p or trust w�ll need 
to calculate a balanc�ng adjustment amount to �nclude 
�n �ts assessable �ncome or to cla�m as a deduct�on. 
show an assessable balanc�ng adjustment amount as an 
�ncome add back at Reconciliation items, a  Income 
reconciliation adjustments �tem 5. show a deduct�ble 
balanc�ng adjustment amount as an expense subtract�on 
at Reconciliation items, b  Expense reconciliation 
adjustments �tem 5.

if the asset was used for both taxable and non-taxable 
purposes, reduce the balanc�ng adjustment amount by  
the amount attr�butable to the non-taxable use. a 
cap�tal ga�n or cap�tal loss may ar�se attr�butable to that 
non-taxable use.

show any prof�t or loss on the sale of a deprec�at�ng asset 
that has been �ncluded �n the accounts of the partnersh�p 
or trust as e�ther an �ncome subtract�on at Reconciliation 
items, a  Income reconciliation adjustments �tem 5 
or an expense add back at b  Expense reconciliation 
adjustments �tem 5. see Profit on the sale of a 
depreciating asset on page 93 and Loss on the sale of a 
depreciating asset on page 93.

if a balanc�ng adjustment event occurred to a deprec�at�ng 
asset of the partnersh�p or trust dur�ng the �ncome year, 

you may also need to �nclude an amount at o  �tem 45 
Termination value of intangible depreciating assets or W  
�tem 46 Termination value of other depreciating assets.

deduction for decline in value of depreciating 
assets
for assets subject to the sts rules, see Depreciation 
expenses, STS taxpayers on page 29. for assets not 
subject to the sts rules, the decl�ne �n value �s generally 
worked out us�ng e�ther the pr�me cost or d�m�n�sh�ng value 
method. Both methods are based on the effect�ve l�fe of 
an asset. for most deprec�at�ng assets, the partnersh�p or 
trust can choose whether to self-assess the effect�ve l�fe 
or to adopt the comm�ss�oner’s determ�nat�on �n Taxation 
Ruling TR 2006/5 – Income tax: effective life of depreciating 
assets (appl�cable from 1 July 2006 to 31 december 2006) 
and TR 2006/15 - Income Tax: effective life of depreciating 
assets (appl�cable from 1 January 2007).

the partnersh�p or trust can deduct an amount equal to 
the decl�ne �n value of a deprec�at�ng asset for the per�od 
that �t holds the asset dur�ng the �ncome year. however, 
the deduct�on �s reduced to the extent the asset �s used or 
�nstalled ready for use for other than a taxable purpose.

the decl�ne �n value of a deprec�at�ng asset cost�ng $300 or 
less �s �ts cost (but only to the extent the asset �s used for 
a taxable purpose) �f the asset sat�sf�es all of the follow�ng 
requ�rements:
n it �s used predom�nantly for the purpose of produc�ng 

assessable �ncome that �s not �ncome from carry�ng on a 
bus�ness.

n it �s not part of a set of assets acqu�red �n the same 
�ncome year that costs more than $300.

n it �s not one of any number of substant�ally �dent�cal �tems 
acqu�red �n the same �ncome year that together cost 
more than $300.

You can allocate certa�n assets that cost less than $1,000 
or that have an open�ng adjustable value of less than 
$1,000 to a low-value pool to calculate the decl�ne �n 
value. You cannot allocate assets el�g�ble for the �mmed�ate 
deduct�on to a low-value pool.

if the partnersh�p or trust �s not an sts taxpayer, show 
the deduct�on for decl�ne �n value of deprec�at�ng assets 
used �n carry�ng on a bus�ness as an expense subtract�on 
at Reconciliation items, b  Expense reconciliation 
adjustments �tem 5.

th�s amount �s often d�fferent from the amount of 
deprec�at�on calculated for account�ng purposes shown 
at Expenses, k  Depreciation expenses �tem 5 so you 
w�ll need to �nclude the amount at k  as an expense add 
back at Reconciliation items, b  Expense reconciliation 
adjustments �tem 5.

show deduct�ons for the decl�ne �n value of deprec�at�ng 
assets used to earn rental �ncome, earn �nterest or 
d�v�dends or used by the partnersh�p or trust �n the 
management of �ts tax affa�rs at h  Other rental 
deductions �tem 9, �tem 14 Deductions relating to 
Australian investment income, or �tem 15 Other 
deductions, respect�vely.
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for �nformat�on about where to show deduct�ons for 
deprec�at�ng assets �n a low-value pool see Low-value 
pools on page 93.

 if a trust can cla�m a deduct�on for the decl�ne �n value 
of a water fac�l�ty, a grapev�ne or a hort�cultural plant, 
the amount �s part of the deduct�on for decl�ne �n value 
of deprec�at�ng assets �ncluded e�ther at Expenses, k  
Depreciation expenses �tem 5 for sts taxpayers, or 
as an expense subtract�on at Reconciliation items, b  
Expense reconciliation adjustments �tem 5. You w�ll also 
need to �nclude the amount of deduct�on for the decl�ne �n 
value of a water fac�l�ty at �tem 52 Landcare operations 
and deduct�on for decl�ne �n value of water fac�l�ty.

 a partnersh�p cannot cla�m a deduct�on for the decl�ne 
�n value of these deprec�at�ng assets.

see Landcare operations and decline in value of water 
facility on page 91 and Grapevines and horticultural 
plants on page 90 for more �nformat�on.

to calculate the deduct�on for decl�ne �n value of most 
deprec�at�ng assets, use worksheet 1 and worksheet 2 �n 
the Guide to depreciating assets 2007.

deduction for environmental protection 
expenses
the partnersh�p or trust can deduct expend�ture to the 
extent that �t �s �ncurred for the sole or dom�nant purpose 
of carry�ng on env�ronmental protect�on act�v�t�es (epa). 
epa are act�v�t�es undertaken to prevent, f�ght or remedy 
pollut�on or to treat, clean up, remove or store waste from 
the partnersh�p’s or trust’s earn�ng act�v�ty. the earn�ng 
act�v�ty �s one the partnersh�p or trust carr�ed on, carr�es on 
or proposes to carry on for the purpose of:
n produc�ng assessable �ncome (other than a net cap�tal 

ga�n)
n explorat�on or prospect�ng, or
n m�n�ng s�te rehab�l�tat�on.

the partnersh�p or trust may also cla�m a deduct�on for 
clean�ng up a s�te on wh�ch a predecessor carr�ed on 
substant�ally the same bus�ness act�v�ty.

the deduct�on �s not ava�lable for:
n epa bonds and secur�ty depos�ts
n expend�ture for acqu�r�ng land
n expend�ture for construct�ng or alter�ng bu�ld�ngs, 

structures or structural �mprovements
n expend�ture to the extent that the partnersh�p or trust can 

deduct an amount for �t under another prov�s�on.

expend�ture wh�ch forms part of the cost of a deprec�at�ng 
asset �s not expend�ture on epa.

You can wr�te off expend�ture �ncurred on or after 
19 august 1992 on certa�n earthworks constructed as a 
result of carry�ng out epa at the rate of 2.5% per annum 
under the prov�s�ons for cap�tal works expend�ture.

You cannot cla�m a deduct�on for expend�ture on an 
env�ronmental assessment of a project of the partnersh�p or 
the trust as expend�ture on epa. if �t �s cap�tal expend�ture 
d�rectly connected w�th a project, �t could be a project 
amount for wh�ch a deduct�on would be ava�lable over the 
project l�fe – see Deduction for project pool below. 

if the deduct�on ar�ses from a non-arm’s length transact�on 
and the expend�ture �s more than the market value of what 
�t was for, the amount of the expend�ture �s �nstead taken to 
be that market value.

include any recoupment of the expend�ture as assessable 
�ncome at g  or h  Other business income �tem 5, or as 
an �ncome add back at Reconciliation items, a  Income 
reconciliation adjustments �tem 5.

include the deduct�on for env�ronmental protect�on 
expenses at Expenses, n  All other expenses �tem 5, 
or as an expense subtract�on at Reconciliation items, 
b  Expense reconciliation adjustments �tem 5. also 
show the amount of the deduct�on at v  Deduction for 
environmental protection expenses �tem 53.

deduction for project pool
You can allocate certa�n cap�tal expend�ture �ncurred after 
30 June 2001 d�rectly connected w�th a project that �s 
carr�ed on, or proposed to be carr�ed on, for a taxable 
purpose to a project pool and wr�te �t off over the project l�fe. 

a project �s carr�ed on �f �t �nvolves a cont�nu�ty of act�v�ty 
and act�ve part�c�pat�on. merely hold�ng a pass�ve 
�nvestment such as a rental property would not be 
regarded as carry�ng on a project.

the cap�tal expend�ture, known as a project amount, must 
be expend�ture �ncurred:
n to create or upgrade commun�ty �nfrastructure for a 

commun�ty assoc�ated w�th the project – th�s expend�ture 
must be pa�d, not just �ncurred, to be a project amount

n for s�te preparat�on for deprec�at�ng assets (other than �n 
dra�n�ng swamp or low-ly�ng land or �n clear�ng land for 
hort�cultural plants �nclud�ng grapev�nes)

n for feas�b�l�ty stud�es for the project
n for env�ronmental assessments for the project
n to obta�n�ng �nformat�on assoc�ated w�th the project
n �n seek�ng to obta�n a r�ght to �ntellectual property
n for ornamental trees or shrubs.

project amounts also �nclude m�n�ng cap�tal expend�ture 
and transport cap�tal expend�ture.

the expend�ture must not otherw�se be deduct�ble or form 
part of the cost of a deprec�at�ng asset. 

if the expend�ture �ncurred ar�ses from a non-arm’s length 
deal�ng and �s more than the market value of what �t was 
for, the amount of the expend�ture �s taken to be that 
market value.

the deduct�on for project amounts allocated to a project 
pool commences when the project starts to operate. 
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if your project pool conta�ns only project amounts �ncurred 
on or after 10 may 2007 and the project starts to operate 
on or after that date, your deduct�on �s calculated as 
follows:

pool value × 200% 
dV project pool l�fe

certa�n projects may be taken to have started to operate 
before 10 may 2007 – for example, �f a project �s 
abandoned and then restarted on or after 10 may 2007 
just so deduct�ons can be calculated us�ng the above 
formula.

for other project pools, the deduct�on �s calculated us�ng 
the follow�ng formula:

pool value × 150% 
dV project pool l�fe

the DV project pool life �s the project l�fe or, �f that l�fe 
has been recalculated, the most recently recalculated 
project l�fe. determ�ne the project l�fe by est�mat�ng how 
long (�n years and fract�ons of years) �t w�ll be from when 
the project starts to operate unt�l �t stops operat�ng. 
Generally, a project starts to operate when the act�v�t�es 
that w�ll produce assessable �ncome start. the project l�fe 
�s est�mated from the perspect�ve of the partnersh�p or trust 
but the event used to determ�ne when the project w�ll stop 
operat�ng must be someth�ng outs�de �ts control.

the pool value for an �ncome year �s broadly the sum of 
the project amounts allocated to the pool up to the end 
of that year less the sum of the deduct�ons cla�med for 
the project pool �n prev�ous years or that could have been 
cla�med had the project operated wholly for a taxable 
purpose. 

the pool value can be subject to adjustments.

if there �s an ent�tlement to a Gst �nput tax cred�t for 
expend�ture allocated to a project pool, reduce the pool 
value by the amount of the cred�t. You w�ll also need to 
adjust the pool value for certa�n �ncreas�ng or decreas�ng 
adjustments for expend�ture allocated to a project pool.

the pool value can also be subject to adjustment under the 
forex prov�s�ons. a relevant fore�gn exchange (forex) ga�n 
or loss may ar�se �f, dur�ng an �ncome year beg�nn�ng on or 
after 1 July 2003, the partnersh�p or trust ceased to have 
an obl�gat�on to pay fore�gn currency where the obl�gat�on 
was �ncurred as a project amount allocated to a project 
pool. if the amount was �ncurred after 30 June 2003 (or 
earl�er, �f so elected) and became due for payment w�th�n 
12 months after �t was �ncurred, then the pool value for the 
�ncome year �n wh�ch the amount was �ncurred �s �ncreased 
by any forex loss and decreased by any forex ga�n. if the 
forex ga�n exceeds the pool value, reduce the pool value to 
zero and the excess ga�n �s assessable. th�s �s known as 
‘the 12 month rule’. in l�m�ted c�rcumstances a partnersh�p 
or trust may elect out of the 12 month rule. for more 
�nformat�on, see Forex – election out of the 12 month rule 
on our webs�te. if �t has been elected that the 12 month 
rule should not apply, any forex ga�n w�ll be assessable and 

any forex real�sat�on loss w�ll be deduct�ble �n accordance 
w�th the forex measures. for more �nformat�on about the 
forex measures, see page 5 or v�s�t our webs�te and search 
for ‘forex’.

the deduct�on for project amounts allocated to a project 
pool cannot be more than the amount of the pool value for 
that �ncome year.

there �s no need to apport�on the deduct�ons �f the project 
starts to operate dur�ng the �ncome year for project 
amounts �ncurred dur�ng the year. however, the deduct�on 
�s reduced for the extent to wh�ch the project �s operated 
for other than a taxable purpose dur�ng the �ncome year.

if the project �s abandoned, sold or otherw�se d�sposed 
of, you can cla�m a deduct�on for the sum of the clos�ng 
pool value of the pr�or �ncome year (�f any) plus any project 
amounts allocated to the pool dur�ng the �ncome year, 
after allow�ng for any necessary pool value adjustments. 
a project �s abandoned �f �t stops operat�ng and w�ll not 
operate aga�n.

any amount rece�ved for the abandonment, sale or other 
d�sposal of a project �s assessable �ncome. 

if an amount of cap�tal expend�ture allocated to a project 
pool �s recouped or �f a cap�tal amount �s der�ved �n relat�on 
to a project amount or someth�ng on wh�ch a project 
amount was expended, �nclude the amount �n assessable 
�ncome.

if any rece�pt ar�ses from a non-arm’s length deal�ng and 
the amount �s less than the market value of what �t was for, 
the amount rece�ved �s taken to be that market value. 

include any deduct�on for project pool as an expense 
subtract�on at Reconciliation items, b  Expense 
reconciliation adjustments �tem 5. You must also show 
the deduct�on at �tem 47 Deduction for project pool.

the partnersh�p or trust must add back any cap�tal 
expend�ture allocated to the pool that has been �ncluded 
as an expense at �tem 5. show the amount as an 
expense add back at Reconciliation items, b  Expense 
reconciliation adjustments �tem 5.

include assessable �ncome at g  or h  Other 
business income �tem 5 or as an �ncome add back 
at Reconciliation items, a  Income reconciliation 
adjustments �tem 5.

electricity connections and telephone lines 

 expend�ture on electr�c�ty connect�ons and telephone 
l�nes �ncurred �n partnersh�p �s allocated to each partner 
and the relevant deduct�on �s ava�lable to them. it �s 
not ava�lable �n calculat�ng the net �ncome or loss of a 
partnersh�p.

the partnersh�p must add back any such cap�tal 
expend�ture �ncluded as an expense at �tem 5. show the 
amount as an expense add back at Reconciliation items, 
b  Expense reconciliation adjustments �tem 5.
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 a trust can cla�m a deduct�on over 10 years for cap�tal 
expend�ture �ncurred �n connect�ng:
n ma�ns electr�c�ty to land on wh�ch a bus�ness �s carr�ed 

on or �n upgrad�ng an ex�st�ng connect�on to that land, 
or

n a telephone l�ne to land be�ng used to carry on a pr�mary 
product�on bus�ness.

show the deduct�on as an expense subtract�on at 
Reconciliation items, b  Expense reconciliation 
adjustments �tem 5.

the trust must add back any cap�tal expend�ture on 
electr�c�ty connect�ons and phone l�nes �ncluded as an 
expense at �tem 5. show the amount as an expense add 
back at b  Expense reconciliation adjustments �tem 5.

any recoupment of the expend�ture �s �ncluded as 
assessable �ncome at g  or h  Other business income 
�tem 5, or as an �ncome add back at Reconciliation 
items, a  Income reconciliation adjustments �tem 5.

grapevines and horticultural plants

 expend�ture on establ�sh�ng grapev�nes and 
hort�cultural plants �ncurred �n partnersh�p �s allocated to 
each partner and the relevant deduct�on �s ava�lable to 
them. it �s not ava�lable �n calculat�ng the net �ncome or 
loss of a partnersh�p.

the partnersh�p must add back any such cap�tal 
expend�ture �ncluded as an expense at �tem 5. the 
amount should be shown as an expense add back at 
Reconciliation items, b  Expense reconciliation 
adjustments �tem 5.

legislation removing the accelerated income 
tax write-off for grapevines came into effect on 
1 october 2004. 
any grapev�nes planted and used �n a pr�mary product�on 
bus�ness pr�or to 1 october 2004 cont�nue to be 
deduct�ble us�ng an annual rate of 25%. however, 
grapev�nes planted on or after 1 october 2004 are dealt 
w�th under the prov�s�ons relat�ng to hort�cultural plants. 

Grapev�nes planted on or after 1 october 2004:
n deduct�ons for the decl�ne �n value of a grapev�ne can 

only be cla�med from the �ncome year �n wh�ch the 
grapev�ne’s f�rst commerc�al season starts, not when �t �s 
f�rst used �n a pr�mary product�on bus�ness.

n the decl�ne �n value of a grapev�ne w�ll not be worked 
out at an annual rate of 25% but w�ll be based on the 
effect�ve l�fe of the grapev�ne.

the comm�ss�oner has determ�ned effect�ve l�ves for 
grapev�nes as follows:

Horticultural plants Effective life (years)

Grapev�nes, dr�ed 15

Grapev�nes, table 15

Grapev�nes, w�ne 20

the �ncome tax law prov�des an annual wr�te-off rate for a 
hort�cultural plant w�th an effect�ve l�fe of 13 to fewer than 
30 years of 13%. 

alternat�vely a taxpayer can est�mate the�r own effect�ve l�fe 
for grapev�nes.

the deduct�on for decl�ne �n value of grapev�nes and 
hort�cultural plants �s part of the deduct�on for decl�ne 
�n value of deprec�at�ng assets wh�ch �s �ncluded e�ther 
at Expenses, k  Depreciation expenses �tem 5 �f the 
trust �s an sts taxpayer, or as an expense subtract�on 
at Reconciliation items, b  Expense reconciliation 
adjustments �tem 5.

if the trust has �ncluded any expend�ture on establ�sh�ng 
grapev�nes or hort�cultural plants as an expense at �tem 5, 
�nclude that amount as an expense add back at b  
Expense reconciliation adjustments �tem 5.

hire purchase agreements
h�re purchase and �nstalment sale agreements of goods 
are treated as a sale of the property by the f�nanc�er (or h�re 
purchase company) to the h�rer (or �nstalment purchaser).

the sale �s treated as be�ng f�nanced by a loan from the 
f�nanc�er to the h�rer at a sale pr�ce of e�ther the�r agreed 
cost or the arm’s length value of the property. the per�od�c 
h�re purchase (or �nstalment) payments are treated as 
payments of pr�nc�pal and �nterest under the not�onal 
loan. the h�rer can cla�m a deduct�on for the �nterest 
component, subject to any reduct�on requ�red under the 
th�n cap�tal�sat�on rules.
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in relat�on to the not�onal sale, the h�rer of a deprec�at�ng 
asset may be ent�tled to cla�m a deduct�on for the decl�ne 
�n value. the cost of the asset for th�s purpose �s taken to 
be the agreed cost or value, or the arm’s length value �f the 
deal�ng �s not at arm’s length. for assets subject to the sts 
deprec�at�on rules, see page 29. for assets not subject to 
the sts deprec�at�on rules, see Deduction for decline in 
value of depreciating assets on page 87.

if the partnersh�p or trust has �ncluded any h�re purchase 
charges for the goods at �tem 5, �nclude the amount 
at Reconciliation items, b  Expense reconciliation 
adjustments �tem 5 as an expense add back. include the 
deduct�on for the �nterest component of the h�re purchase 
payments as an expense subtract�on at b .

landcare operations and decline in value of 
water facility

 landcare operat�on expend�ture and expend�ture for 
water fac�l�t�es �ncurred �n partnersh�p �s allocated to each 
partner and the relevant deduct�on �s ava�lable to the 
partner. it �s not ava�lable �n calculat�ng the net �ncome or 
loss of a partnersh�p.

the partnersh�p must add back any such cap�tal 
expend�ture �ncluded as an expense at �tem 5. show the 
amount as an expense add back at Reconciliation items, 
b  Expense reconciliation adjustments �tem 5.

 a trust can cla�m deduct�ons for landcare operat�on 
expend�ture and expend�ture for water fac�l�t�es (see 
page 92).

include the deduct�on for landcare operat�ons e�ther 
at Expenses, n  All other expenses �tem 5 or as 
an expense subtract�on at Reconciliation items, b  
Expense reconciliation adjustments �tem 5.

the deduct�on for decl�ne �n value of a water fac�l�ty 
�s part of the trust’s deduct�on for decl�ne �n value of 
deprec�at�ng assets wh�ch �s �ncluded e�ther at Expenses, 
k  Depreciation expenses �tem 5 for sts taxpayers, or 
as an expense subtract�on at Reconciliation items, b  
Expense reconciliation adjustments �tem 5.

also show the amount of deduct�ons for landcare 
operat�ons and the decl�ne �n value of a water fac�l�ty at 
�tem 52 Landcare operations and deduction for decline 
in value of water facility.

if any cap�tal expend�ture on water fac�l�t�es �s �ncluded as 
an expense at �tem 5, you w�ll need to �nclude that amount 
as an expense add back at Reconciliation items, b  
Expense reconciliation adjustments �tem 5.

include any recoupment of expend�ture on landcare 
operat�ons or water fac�l�t�es as assessable �ncome 
at g  or h  Other business income �tem 5, or as an 
�ncome add back at Reconciliation items, a  Income 
reconciliation adjustments �tem 5.

Landcare operations 
landcare operat�ons cover what were prev�ously known 
as land degradat�on measures. the trust can cla�m a 
deduct�on �n the year �t �ncurs cap�tal expend�ture on a 
landcare operat�on for land �n austral�a.

unless the trust �s a rural land �rr�gat�on water prov�der, the 
deduct�on �s ava�lable to the extent the trust uses the land 
for e�ther:
n a pr�mary product�on bus�ness, or
n �n the case of rural land, a bus�ness for the purpose of 

produc�ng assessable �ncome from the use of that land 
– except a bus�ness of m�n�ng or quarry�ng.

the trust may cla�m the deduct�on even �f �t �s only a lessee 
of the land.

the deduct�on for landcare operat�ons has been 
extended to rural land �rr�gat�on water prov�ders for certa�n 
expend�ture they �ncur on or after 1 July 2004. a rural 
land �rr�gat�on water prov�der �s an ent�ty whose bus�ness 
�s pr�mar�ly and pr�nc�pally supply�ng water to ent�t�es for 
use �n pr�mary product�on bus�nesses on land �n austral�a 
or bus�nesses (except m�n�ng or quarry�ng bus�nesses) 
us�ng rural land �n austral�a. the supply of water by us�ng 
a motor veh�cle �s excluded.

if the trust �s a rural land �rr�gat�on water prov�der, �t can 
cla�m a deduct�on for cap�tal expend�ture on a landcare 
operat�on for:
n land �n austral�a that other ent�t�es use at the t�me for 

carry�ng on pr�mary product�on bus�nesses, or
n rural land �n austral�a that other ent�t�es use at the t�me 

for carry�ng on bus�nesses for a taxable purpose from 
the use of that land (except a bus�ness of m�n�ng or 
quarry�ng) be�ng ent�t�es suppl�ed w�th water by the trust.

a rural land �rr�gat�on water prov�der’s deduct�on �s 
reduced by a reasonable amount to reflect an ent�ty’s use 
of the land for other than a taxable purpose after the water 
prov�der �ncurred the expend�ture.

a landcare operat�on �s one of the follow�ng:
n erect�ng fences to separate d�fferent land classes �n 

accordance w�th an approved land management plan
n erect�ng fences pr�mar�ly and pr�nc�pally to keep out 

an�mals from areas affected by land degradat�on to 
prevent or l�m�t further damage and ass�st �n recla�m�ng 
the areas

n construct�ng a levee or s�m�lar �mprovement
n construct�ng dra�nage works – other than the dra�n�ng of 

swamps or low-ly�ng land – pr�mar�ly and pr�nc�pally to 
control sal�n�ty or ass�st �n dra�nage control

n an operat�on pr�mar�ly and pr�nc�pally for erad�cat�ng or 
exterm�nat�ng an�mal pests from the land

n an operat�on pr�mar�ly and pr�nc�pally for erad�cat�ng, 
exterm�nat�ng or destroy�ng plant growth detr�mental to 
the land

n an operat�on pr�mar�ly and pr�nc�pally for prevent�ng or 
combat�ng land degradat�on other than by the use of 
fences
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n an extens�on, alterat�on or add�t�on to any of the assets 
descr�bed �n the f�rst four dot po�nts or an extens�on of 
an operat�on descr�bed �n the f�fth to seventh dot po�nts.

the mean�ng of landcare operat�on has been extended to 
apply to expend�ture �ncurred on or after 1 July 2004 on:
n a repa�r of a cap�tal nature to an asset wh�ch �s 

deduct�ble under a landcare operat�on
n construct�ng a structural �mprovement that �s reasonably 

�nc�dental to levees or dra�nage works deduct�ble under 
a landcare operat�on

n a repa�r of a cap�tal nature, or an alterat�on, add�t�on or 
extens�on to a structural �mprovement that �s reasonably 
�nc�dental to levees (or s�m�lar �mprovements) or dra�nage 
works deduct�ble under a landcare operat�on.

an example of a structural �mprovement that may be 
reasonably �nc�dental to dra�nage works �s a fence 
constructed to prevent l�vestock enter�ng a dra�n that was 
constructed to control sal�n�ty.

the trust cannot cla�m a deduct�on �f the cap�tal 
expend�ture �s on plant unless �t �s on certa�n fences, dams 
or other structural �mprovements.

if a levee �s constructed pr�mar�ly and pr�nc�pally for water 
conservat�on, �t would be a water fac�l�ty and no deduct�on 
would be allowable under these rules. its decl�ne �n value 
would need to be worked out under the rules for water 
fac�l�t�es – see Water facilities below.

Water facilities
the trust can cla�m a deduct�on for the decl�ne �n value 
of a water fac�l�ty. a water fac�l�ty �s plant or a structural 
�mprovement, or an alterat�on, add�t�on or extens�on to 
plant or a structural �mprovement, that �s pr�mar�ly or 
pr�nc�pally for the purpose of conserv�ng or convey�ng 
water. examples of water fac�l�t�es are dams, tanks, tank 
stands, bores, wells, �rr�gat�on channels, p�pes, pumps, 
water towers and w�ndm�lls. the mean�ng of water fac�l�ty 
has been extended to �nclude certa�n other expend�ture 
�ncurred on or after 1 July 2004:

n a repa�r of a cap�tal nature to plant or a structural 
�mprovement that �s pr�mar�ly or pr�nc�pally for the 
purpose of conserv�ng or convey�ng water – for 
example, �f the trust purchases a pump that needs 
substant�al work done to �t before �t can be used �n the 
bus�ness, the cost of repa�r�ng the pump may be treated 
as a water fac�l�ty

n a structural �mprovement, or an alterat�on, add�t�on, 
extens�on, to a structural �mprovement, that �s 
reasonably �nc�dental to conserv�ng or convey�ng water

n a repa�r of a cap�tal nature to a structural �mprovement 
that �s reasonably �nc�dental to conserv�ng or convey�ng 
water.

examples of structural �mprovements that are reasonably 
�nc�dental to conserv�ng or convey�ng water �nclude a 
br�dge over an �rr�gat�on channel, a culvert (a length of 
p�pe or mult�ple p�pes that are la�d under a road to allow 
the flow of water �n a channel to pass under the road), 
or a fence prevent�ng l�vestock from enter�ng an �rr�gat�on 
channel.

a deduct�on for the decl�ne �n value of a water fac�l�ty can 
be cla�med �n equal �nstalments over three years.

unless the trust �s an �rr�gat�on water prov�der, the 
expend�ture must be �ncurred pr�mar�ly and pr�nc�pally 
for conserv�ng or convey�ng water for use �n a pr�mary 
product�on bus�ness the trust conducts on land �n 
austral�a. the trust may cla�m the deduct�on even �f �t �s 
merely a lessee of the land.

the deduct�on �s reduced where the fac�l�ty �s not wholly 
used for e�ther:
n carry�ng on a pr�mary product�on bus�ness on land �n 

austral�a, or
n a taxable purpose – for example, produc�ng assessable 

�ncome.

the deduct�on for water fac�l�t�es has been extended to 
�rr�gat�on water prov�ders for expend�ture �ncurred on or 
after 1 July 2004. an �rr�gat�on water prov�der �s an ent�ty 
whose bus�ness �s pr�mar�ly and pr�nc�pally the supply of 
water to ent�t�es for use �n pr�mary product�on bus�nesses 
on land �n austral�a. the supply of water by us�ng a motor 
veh�cle �s excluded.

if the trust �s an �rr�gat�on water prov�der, �t must �ncur 
the expend�ture pr�mar�ly and pr�nc�pally for the purpose 
of conserv�ng or convey�ng water for use �n pr�mary 
product�on bus�nesses conducted by other ent�t�es on 
land �n austral�a – be�ng ent�t�es suppl�ed w�th water by the 
trust. the deduct�on �s reduced �f the fac�l�ty �s not used 
wholly for a taxable purpose.

limited recourse debt
under d�v�s�on 243 of the itaa 1997, the l�m�ted recourse 
debt rules, you must �nclude excess�ve deduct�ons for 
cap�tal allowances as assessable �ncome �f expend�ture on 
property has been f�nanced or ref�nanced wholly or partly 
by l�m�ted recourse debt. th�s w�ll occur �f:

n the l�m�ted recourse debt �s term�nated after 27 february 
1998 but has not been pa�d �n full by the debtor, and

n because the debt has not been pa�d �n full, the cap�tal 
allowance deduct�ons allowed for the expend�ture 
exceed the deduct�ons that would be allowable �f the 
unpa�d amount of the debt was not counted as cap�tal 
expend�ture of the debtor. spec�al rules apply �n work�ng 
out whether the debt has been fully pa�d.

l�m�ted recourse debt �s a debt where the r�ghts of the 
cred�tor aga�nst the debtor �n the event of default �n payment 
of the debt or of �nterest are l�m�ted wholly or predom�nantly 
to the property that has been f�nanced by the debt, or �s 
secur�ty for the debt, or r�ghts �n relat�on to such property. 
a debt �s also a l�m�ted recourse debt �f, notw�thstand�ng 
that there may be no spec�f�c cond�t�ons to that effect, �t 
�s reasonable to conclude that the cred�tor’s r�ghts aga�nst 
the debtor are capable of be�ng l�m�ted �n that way. l�m�ted 
recourse debt �ncludes a not�onal loan under a h�re purchase 
or �nstalment sale agreement of goods to wh�ch d�v�s�on 
240 of the itaa 1997 appl�es (see sect�on 243-20 of the 
itaa 1997). the rules �n sect�on 243-75 apply where 
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d�v�s�ons 243 and 245 (commerc�al debt forg�veness – see 
append�x 4) of the itaa 1997 both apply to the same debt.

loss on the sale of a depreciating asset
any such loss �ncluded �n the accounts w�ll d�ffer from 
the balanc�ng adjustment amount taken �nto account for 
taxat�on purposes.

if the accounts show a loss on the sale of a deprec�at�ng 
asset under Expenses, n  All other expenses 
�tem 5, show that amount as an expense add back 
at Reconciliation items, b  Expense reconciliation 
adjustments �tem 5. also see Balancing adjustment 
amounts on page 87.

low-value pools 
if the partnersh�p or trust has allocated deprec�at�ng 
assets used for d�fferent �ncome-produc�ng purposes to 
�ts low-value pool – for example, some assets that are 
used for produc�ng rental �ncome and others that are 
used �n carry�ng on a bus�ness – show the low-value pool 
deduct�on at �tem 15 Other deductions. however, �f all the 
deprec�at�ng assets �n the low-value pool are used for the 
same �ncome-produc�ng purpose, show the deduct�on for 
decl�ne �n value of the assets �n the pool as follows:
n deprec�at�ng assets used �n carry�ng on a bus�ness: 

show the deduct�on as an expense subtract�on at 
Reconciliation items, b  Expense reconciliation 
adjustments �tem 5 

n deprec�at�ng assets used to produce rental �ncome: show 
the deduct�on at h  Other rental deductions �tem 9 

n deprec�at�ng assets used to produce austral�an 
�nvestment �ncome: show the deduct�on at �tem 14 
Deductions relating to Australian investment income.

to calculate the deduct�on for decl�ne �n value of 
deprec�at�ng assets �n a low-value pool, use worksheet 2 �n 
the Guide to depreciating assets 2007.

luxury car leases
luxury car leas�ng arrangements entered �nto after 7.30pm, 
by legal t�me �n the act, on 20 august 1996 (other than 
genu�ne short-term h�re arrangements) are treated as a 
not�onal sale and loan transact�on.

a leased car, e�ther new or second hand, �s a luxury car �f 
�ts cost exceeds the car l�m�t that appl�es for the �ncome 
year �n wh�ch the lease commences. the car l�m�t for 
2006–07 �s $57,009.

the cost or value of the car spec�f�ed �n the lease (or the 
market value �f the part�es were not deal�ng at arm’s length 
�n connect�on w�th the lease) �s taken to be the cost of the 
car for the lessee and the amount loaned by the lessor to 
the lessee to buy the car.

for the not�onal loan, d�v�de the actual lease payments �nto 
not�onal pr�nc�pal and f�nance charge components. the 
lessee can cla�m a deduct�on for that part of the f�nance 
charge component for the not�onal loan appl�cable for 
the part�cular per�od (the accrual amount), subject to any 
reduct�on requ�red under the th�n cap�tal�sat�on rules.

for the not�onal sale, the lessee �s treated as the holder of 
the luxury car and may be ent�tled to cla�m a deduct�on for 
the decl�ne �n value of the car.

for the purpose of calculat�ng the deduct�on, the cost 
of the car �s l�m�ted to the car l�m�t for the �ncome year �n 
wh�ch the lease �s granted. for �nformat�on about where to 
show the deduct�on for decl�ne �n value, see Deduction for 
decline in value of depreciating assets on page 87.

alternat�vely, �f the lessee �s an sts taxpayer for the �ncome 
year �n wh�ch the lease �s entered �nto, the lessee allocates 
the car to �ts general sts pool. for the purpose of 
calculat�ng the deduct�on under the sts deprec�at�on rules, 
the cost of the car �s l�m�ted to the car l�m�t for the �ncome 
year �n wh�ch the lease �s granted.

in summary, the lessee �s ent�tled to deduct�ons equal to:
n the accrual amount, and
n the decl�ne �n value of the luxury car, based on the 

appl�cable car l�m�t, unless the car �s allocated to the 
general sts pool.

Both deduct�ons are reduced to reflect any use of the car 
for other than a taxable purpose.

if the car �s allocated to the general sts pool w�th the cost 
based on the appl�cable car l�m�t, see page 29 to calculate 
the deduct�on under the sts deprec�at�on rules.

if the lease term�nates or �s not extended or renewed and 
the lessee does not actually acqu�re the car from the lessor, 
the lessee �s treated under the rules as d�spos�ng of the car 
by way of sale to the lessor. th�s const�tutes a balanc�ng 
adjustment event. if the car �s not subject to the sts 
rules, you must determ�ne any assessable or deduct�ble 
balanc�ng adjustment amount for the lessee. if the car 
has been allocated to the lessee’s general sts pool, see 
Step 5 Disposal of depreciating assets on page 31. 

if you �ncluded luxury car lease payments at Expenses, 
g  Lease expenses �tem 5, also �nclude the amount 
at Reconciliation items, b  Expense reconciliation 
adjustments �tem 5 as an expense add back. include 
the deduct�on for the accrual amount as an expense 
subtract�on at Reconciliation items, b  Expense 
reconciliation adjustments �tem 5.

Profit on the sale of a depreciating asset
any such prof�t �ncluded �n the accounts w�ll d�ffer from 
the balanc�ng adjustment amount taken �nto account for 
taxat�on purposes.

if the accounts show a prof�t on the sale of a deprec�at�ng 
asset under g  or h  Other business income �tem 5, 
�nclude that amount as an �ncome subtract�on at 
Reconciliation items, a  Income reconciliation 
adjustments �tem 5. also see Balancing adjustment 
amounts on page 87.
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section 40-880 deduction  
th�s sect�on prov�des a f�ve year wr�te-off for some cap�tal 
expend�ture �ncurred by the partnersh�p or trust �n relat�on 
to a past, present or prospect�ve bus�ness, prov�ded that:
n the deduct�on �s not den�ed by another prov�s�on, and

n the expend�ture �s not taken �nto account under another 
prov�s�on. 

as part of new treatment for blackhole expend�ture, new 
rules apply to bus�ness-related cap�tal expend�ture �ncurred 
after 30 June 2005. sect�on 40-880 deduct�ons are no 
longer l�m�ted to seven spec�f�c types of bus�ness-related 
cap�tal expend�ture. the partnersh�p or trust may now be 
able to cla�m a deduct�on for cap�tal expend�ture �t �ncurs 
after 30 June 2005:
n �n relat�on to �ts bus�ness
n �n relat�on to a bus�ness that �t used to carry on – such as 

cap�tal expenses �ncurred �n order to cease the bus�ness
n �n relat�on to a bus�ness �t proposes to carry on – such as 

the costs of feas�b�l�ty stud�es, market research or sett�ng 
up the bus�ness ent�ty

n as a shareholder, benef�c�ary or partner to l�qu�date 
or dereg�ster a company or to w�nd up a trust or 
partnersh�p, prov�ded that the company, trust or 
partnersh�p carr�ed on a bus�ness.

if the partnersh�p or trust �ncurs expend�ture �n relat�on 
to �ts ex�st�ng bus�ness, a former bus�ness or a proposed 
bus�ness, the expend�ture �s deduct�ble to the extent the 
bus�ness �s, was or �s proposed to be carr�ed on for a 
taxable purpose.

the partnersh�p or trust cannot deduct expend�ture 
�n relat�on to an ex�st�ng bus�ness that �s carr�ed on by 
another ent�ty. however, �t can deduct expend�ture �t �ncurs 
�n relat�on to a bus�ness that used to, or �s proposed to 
be, carr�ed on by another ent�ty. the expend�ture �s only 
deduct�ble to the extent that :
n the bus�ness was, or �s proposed to be, carr�ed on for a 

taxable purpose, and
n the expend�ture �s �n connect�on w�th 

– the bus�ness that was or �s proposed to be carr�ed on, 
and 

– the der�vat�on of �ncome from that bus�ness by the 
partnersh�p or trust.

the deduct�on cannot be cla�med for cap�tal expend�ture to 
the extent that �t:
n can be deducted under another prov�s�on 
n forms part of the cost of a deprec�at�ng asset the 

partnersh�p or trust holds, used to hold or w�ll hold
n forms part of the cost of land
n relates to a lease or other legal or equ�table r�ght
n would be taken �nto account �n work�ng out an 

assessable prof�t or deduct�ble loss
n would be taken �nto account �n work�ng out a cap�tal ga�n 

or a cap�tal loss
n would be spec�f�cally not deduct�ble under the �ncome 

tax laws �f the expend�ture was not cap�tal expend�ture

n �s spec�f�cally not deduct�ble under the �ncome tax laws 
for a reason other than that the expend�ture �s cap�tal 
expend�ture

n �s of a pr�vate or domest�c nature
n �s �ncurred �n relat�on to ga�n�ng or produc�ng exempt 

�ncome or non-assessable non-exempt �ncome
n �s excluded from the cost or cost base of an asset 

because, under spec�al rules �n the uca or cap�tal ga�ns 
tax reg�mes respect�vely, the cost or cost base of the 
asset was taken to be the market value

n �s a return of or on cap�tal (for example, d�str�but�ons by 
trustees) or a return of a non-assessable amount (for 
example, repayments of loan pr�nc�pal).

the partnersh�p or trust deducts 20% of the expend�ture 
�n the year �t �s �ncurred and �n each of the follow�ng four 
years.

if a partner �n a partnersh�p �s an �nd�v�dual, the non-
commerc�al loss rules may defer the partner’s deduct�ons 
for the�r share of a loss from a bus�ness act�v�ty of the 
partnersh�p – refer to the fact sheet Non-commercial 
losses: partnerships, ava�lable on our webs�te, for more 
�nformat�on.

show the sect�on 40-880 deduct�on as an expense 
subtract�on at Reconciliation items, b  Expense 
reconciliation adjustments �tem 5. also show the amount 
at �tem 48 Section 40-880 deduction.

if you have �ncluded any of the expend�ture �ncurred for the 
�ncome year as an expense at �tem 5, show th�s amount 
as an expense add back at Reconciliation items, b  
Expense reconciliation adjustments �tem 5.
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aPPendiX 7 deductions aPPlicable  
to Partners 
capital allowances for primary producers and 
some landholders
a partnersh�p cannot cla�m a deduct�on under 
subd�v�s�ons 40-f and 40-G of the itaa 1997 for:
n electr�c�ty connect�ons and telephone l�nes
n grapev�nes and hort�cultural plants
n landcare operat�ons and the decl�ne �n value of a water 

fac�l�ty.

each partner can cla�m a deduct�on �n accordance w�th 
any agreement on how the expend�ture �s to be borne 
or, �n the absence of any agreement, accord�ng to each 
partner’s �nterest �n the partnersh�p �ncome or loss.

for more �nformat�on, see the Guide to depreciating 
assets 2007.

film industry incentives 
the cond�t�ons under wh�ch concess�ons are ava�lable 
�f a partnersh�p �nvests �n or contr�butes money to the 
product�on of a qual�fy�ng austral�an f�lm are expla�ned �n 
Australian film industry incentives 2007.

the concess�on does not apply �n the calculat�on of the 
partnersh�p net �ncome or loss but �s ava�lable �nstead on 
the partner’s own tax return. cap�tal expend�ture �s treated 
as hav�ng been expended by the partners accord�ng to 
any agreements on how the expend�ture �s to be borne 
or, �n the absence of any agreement, accord�ng to each 
partner’s �nterest �n the partnersh�p �ncome. s�m�larly, f�lm 
�ncome �s apport�oned to each partner.

farm management deposits scheme
the farm management depos�ts (fmd) scheme reduces 
fluctuat�ons �n a pr�mary producer’s �ncome. 

a partnersh�p cannot have an fmd or cla�m a deduct�on 
for a depos�t to an fmd. 

ind�v�dual pr�mary producers who carry on, �n austral�a, 
a pr�mary product�on bus�ness e�ther as a sole trader, a 
partner �n a partnersh�p or as a benef�c�ary of a trust estate 
may be able to cla�m a deduct�on �n the �ncome year �n 
wh�ch they depos�t an amount �nto an fmd. the depos�t 
must be made by or on behalf of only one person. any 
w�thdrawals of the depos�ts are assessable �ncome to the 
extent they have been prev�ously cla�med as a deduct�on.

for �nformat�on about further requ�rements for the fmd 
deduct�on, see quest�on 16 Net farm management 
deposits and withdrawals �n TaxPack 2007 
supplement and Information for primary producers 2007 
(nat 1712–6.2007).

Partnership losses
if a partnersh�p loss �s �ncurred by a partnersh�p �n an 
�ncome year, �nd�v�dual partners can cla�m a deduct�on 
for the�r share of the partnersh�p loss. a partnersh�p 
loss �s �ncurred �f the allowable deduct�ons – other 
than deduct�ons allowable under sect�on 82aat of the 
itaa 1936 or d�v�s�on 36 of the itaa 1997 – exceed the 
assessable �ncome of the partnersh�p. the partnersh�p 
loss �s the amount of that excess.

an except�on to th�s �s fore�gn source losses, wh�ch 
are carr�ed forward w�th�n the partnersh�p. for more 
�nformat�on, see taxat�on determ�nat�on td 92/113.

rules relat�ng to deferral of non-commerc�al bus�ness 
losses apply to �nd�v�duals from 1 July 2000. these 
rules requ�re a partner who �s an �nd�v�dual to defer the 
deduct�on for the�r share of a loss from a bus�ness act�v�ty 
of the partnersh�p unless the �nd�v�dual �s covered by 
an except�on, or the bus�ness act�v�ty sat�sf�es one of 
four tests or the comm�ss�oner exerc�ses h�s d�scret�on. 
for more �nformat�on on these rules, see quest�on 15 
Deferred non-commercial business losses �n TaxPack 
2007 supplement and the fact sheet Non-commercial 
losses: partnerships, ava�lable on our webs�te.

research and development expenditure
compan�es �ncorporated �n austral�a may be el�g�ble for 
deduct�ons at the rate of 125%, for expend�ture �ncurred 
on qual�fy�ng research and development (r&d) expend�ture 
carr�ed out �n austral�a. a partner �n a partnersh�p of 
otherw�se el�g�ble compan�es may be el�g�ble for the r&d 
concess�on for qual�fy�ng expend�ture. for �nformat�on on 
how a company may cla�m the r&d tax concess�on, see 
the Research and development tax concession schedule 
instructions 2007 (nat 6709–6.2007), ava�lable on our 
webs�te at www.ato.gov.au/randd

superannuation
for �nformat�on on cla�m�ng a deduct�on for personal 
superannuat�on contr�but�ons, see TaxPack 2007 
supplement.
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aPPendiX 8 trust loss and bad debt  
legislation – schedule 2f to the 
itaa 1936 
leg�slat�on was enacted dur�ng 1997–98 wh�ch affects the 
deduct�b�l�ty by trusts of pr�or year losses, debt deduct�ons 
– bad debts and debt/equ�ty swap amounts – and other 
current year amounts. these prov�s�ons are �n schedule 
2f to the itaa 1936. the follow�ng prov�des a broad 
overv�ew of the leg�slat�on. for more �nformat�on on the 
trust loss prov�s�ons, fam�ly trust elect�ons or �nterposed 
ent�ty elect�ons, phone the Bus�ness infol�ne (see the �ns�de 
back cover).

dates of effect
n the measures affect�ng the deduct�b�l�ty of pr�or year 

losses and current year amounts apply from 7.30pm 
aest on 9 may 1995.

n the debt deduct�on prov�s�ons apply from 7.30pm aest 
on 20 august 1996.

n prov�s�ons affect�ng the deduct�b�l�ty of quarant�ned 
fore�gn losses apply from 2 october 1997.

the appl�cat�on and trans�t�onal prov�s�ons are �n �tems 13 
to 26 of schedule 1 to the trust loss act.

types of trust for the purposes of the legislation
the leg�slat�on appl�es to two broad categor�es of trusts, 
referred to �n the measures as:
n f�xed trusts, where persons have f�xed ent�tlements to 

all of the �ncome and cap�tal of the trust – see sect�on 
272–65 of schedule 2f to the itaa 1936, and

n non-f�xed trusts (�nclud�ng d�scret�onary trusts) – def�ned 
�n sect�on 272-70 of schedule 2f to the itaa 1936.

excepted trusts – def�ned �n sect�on 272-100 of 
schedule 2f to the itaa 1936 – �nclude fam�ly trusts 
(as def�ned �n subd�v�s�on 272-d of schedule 2f to 
the itaa 1936, see Family trust/interposed entity 
election status on page 16), comply�ng superannuat�on 
funds, comply�ng approved depos�t funds, pooled 
superannuat�on trusts, deceased estates adm�n�stered 
w�th�n f�ve years, and f�xed un�t trusts that are d�rectly or 
�nd�rectly wholly owned by tax exempt bod�es.

ownership and control tests
if a trust fa�ls a test relat�ng to ownersh�p or control that 
appl�es to �t under the leg�slat�on, the trust may:
n be prevented from deduct�ng �ts tax losses of earl�er 

�ncome years
n have to work out �ts net �ncome and tax loss �n a spec�al 

way
n be prevented from deduct�ng certa�n amounts �n respect 

of debts – that �s, debt deduct�ons – �ncurred �n the 
�ncome year or earl�er �ncome years.

f�xed trusts that are not excepted trusts are subject to 
the 50% stake test, wh�ch tests for cont�nu�ty of major�ty 
underly�ng benef�c�al ownersh�p of the trust dur�ng the 
relevant per�ods – see sect�on 269-55 of schedule 2f to 
the itaa 1936. f�xed trusts that are l�sted w�dely-held

trusts – as def�ned �n sect�on 272-115 of schedule 2f to 
the itaa 1936 – that fa�l the 50% stake test but pass the 
same bus�ness test – see sect�on 269-100 of schedule 2f 
to the itaa 1936 – may avo�d the above consequences. 
see d�v�s�on 266 of schedule 2f to the itaa 1936 for the 
ownersh�p tests that apply to f�xed trusts.

non-f�xed trusts that are not excepted trusts are subject 
to:
n the 50% stake test – �f appl�cable
n the control test – see sect�on 269-95 of schedule 2f to 

the itaa 1936, and
n the pattern of d�str�but�ons test – see sect�on 269-60 of 

schedule 2f to the itaa 1936 – �f appl�cable.

see d�v�s�on 267 of schedule 2f to the itaa 1936 for the 
ownersh�p and control tests that apply to non-f�xed trusts.

these ownersh�p and control tests do not apply to 
excepted trusts, �nclud�ng fam�ly trusts – as def�ned.

tracing concessions where fixed entitlements 
are held by certain kinds of companies, funds 
or trusts
for the purpose of apply�ng the 50% stake test or the 
pattern of d�str�but�on test to a trust under the leg�slat�on, 
there are concess�onal trac�ng rules for f�xed ent�tlements 
that are held d�rectly or �nd�rectly by:
n a government body
n a spec�al company – as def�ned
n certa�n k�nds of funds
n a fam�ly trust – as def�ned
n a l�sted publ�c company, or
n a w�dely held un�t trust.

see sect�ons 272-25 and 272-30 of schedule 2f to the 
itaa 1936.

income injection test
under the leg�slat�on, a trust – �nclud�ng a fam�ly trust 
– �nvolved �n a scheme to take advantage of deduct�ons 
to the trust may be prevented from mak�ng full use of the 
deduct�ons under the �ncome �nject�on test conta�ned �n 
d�v�s�on 270 of schedule 2f to the itaa 1936.

in general terms, the �ncome �nject�on test appl�es �f under 
a scheme an ‘outs�der’ to the trust – see sect�on 270-25 
of schedule 2f to the itaa 1936 – prov�des a benef�t to 
the trust, a benef�t �s prov�ded to the outs�der by the trust, 
and e�ther of those benef�ts was prov�ded, or assessable 
�ncome was der�ved by the trust, wholly or partly (but not 
merely �nc�dentally) because a deduct�on was allowable to 
the trust.

for the def�n�t�on of a ‘benef�t’, see sect�on 270-20 of 
schedule 2f to the itaa 1936.



partnership and trust tax returns instructions 2007 www.ato.gov.au 97

aPPendiX 9 instructions to trustees  
of deceased estates 
these �nstruct�ons w�ll help you complete the trust tax 
return for a deceased estate, �f you are:
n the legal personal representat�ve (lpr)
n a trustee or executor
n an adm�n�strator of a deceased estate
n collect�ng �nformat�on on behalf of an adm�n�strator.

deceased estates generally
a ‘deceased estate’ �s a trust. unl�ke a natural person or 
a company, a trust �s not a legal ent�ty �n �ts own r�ght, but 
a relat�onsh�p between a trustee and benef�c�ar�es. the 
trustee adm�n�sters the trust property �n the best �nterests 
of the benef�c�ar�es.

a trust �s made up of:
n the assets of a deceased person – the trust property
n the benef�c�ar�es – who, �n a typ�cal deceased estate, are 

those normally named �n the w�ll of a deceased person, 
although �n some c�rcumstances the courts may vary the 
terms of a w�ll. Benef�c�ar�es may �nclude the surv�v�ng 
partner, ch�ldren and grandch�ldren, and char�table or 
sc�ent�f�c �nst�tut�ons and rel�g�ous bod�es, and

n the trustee – who �s usually appo�nted by the deceased 
person’s w�ll. for �ncome tax purposes, the lpr of a 
deceased estate �s the trustee of the deceased estate.

note that:
n any tax l�ab�l�t�es of the deceased person are pa�d out of 

the deceased estate.
n if the adm�n�strat�on of the estate takes some t�me, 

assets may earn �ncome, and the estate may �ncur 
expenses. a tax return for the trust, as well as an 
�nd�v�dual return from the beg�nn�ng of the �ncome year 
to the date of death, may be requ�red.

n the lpr of the estate �s respons�ble for the payment of 
any tax payable by the trust.

What you need to do as a legal personal 
representative
n not�fy the tax off�ce of the death, so that we can stop 

the �ssue of any not�ces that may cause d�stress to 
partners or other relat�ves. if you know the tfn for 
the deceased person, quote th�s �n any phone calls or 
letters to us.

n lodge a ‘date of death’ return.

date of death returns may not need to be lodged for 
people who obv�ously have no taxat�on l�ab�l�ty and may 
not have lodged tax returns for many years – such as 
taxpayers who were rece�v�ng:
n the age pens�on
n the d�sab�l�ty support pens�on, or
n a department of Veterans’ affa�rs (dVa) pens�on.

in these cases the lpr of the deceased person s�mply 
needs to wr�te and tell us the facts.

a date of death return covers the per�od from the 
beg�nn�ng of the �ncome year to the date of the taxpayer’s

death. show the name of the taxpayer as THE LEGAL 
REPRESENTATIVE OF JOHN CITIZEN DECEASED, or 
s�m�lar. the return must �nclude:
n all assessable �ncome and deduct�ble losses or 

outgo�ngs of the deceased person up to the date of 
death

n a full and true statement of the assets and l�ab�l�t�es of 
the deceased person at the date of death – for salary 
and wage earners th�s �s only necessary �f the tax off�ce 
asks for �t.

the return may also �nclude:
n tax agent’s fees and s�m�lar expenses �ncurred by the 

taxpayer’s lpr. these are deduct�ble expenses, and
n med�cal expenses �ncurred by the deceased taxpayer 

and pa�d by the lpr. a med�cal expenses tax offset 
may be allowable for th�s expend�ture.

the lpr can s�gn the return.

the per�od from the date of death to the end of the 
�ncome year �s covered by the f�rst return of the deceased 
estate. trustees of a deceased estate must use the Trust 
tax return 2007. the trustee needs to apply for a trust 
tfn by complet�ng an ABN registration companies, 
partnerships, trusts and other organisations (nat 2939) 
�f an aBn �s requ�red or a Tax file number application or 
enquiry for a deceased estate (nat 3236) �f an aBn �s not 
requ�red. show the name of the trust as THE ESTATE OF 
JOHN CITIZEN DECEASED or s�m�lar.

amounts of assessable income received after 
death
if amounts of assessable �ncome, �nclud�ng �nterest, rent, 
and bus�ness or employment �ncome, are rece�ved after 
a taxpayer’s death, they are part of the deceased estate. 
the trustee �s then l�able for pay�ng any tax due on those 
amounts.

recreation leave and long service leave
amounts of recreat�on leave and long serv�ce leave, 
ord�nar�ly assessable under sect�ons 26ac and 26ad of 
the itaa 1936, are exempt from tax when pa�d d�rectly to 
the trustee of a deceased estate.

dividends
d�v�dends are usually assessable when they are cred�ted 
to a taxpayer. however, �n the case of a deceased estate, 
d�v�dends are not assessable unt�l the trustee of the 
deceased estate has rece�ved them.

Payments from friendly society funeral policies 
a funeral pol�cy �s a type of l�fe �nsurance pol�cy �ssued by 
a fr�endly soc�ety for the sole purpose of prov�d�ng benef�ts 
to pay for the funeral of an �nsured person. in some 
�nstances the pol�cy holder pays a funeral d�rector upfront 
for a set funeral serv�ce and th�s payment �s managed by a 
fr�endly soc�ety �n a funeral pol�cy.

Benef�ts rece�ved by the deceased estate under a fr�endly 
soc�ety funeral pol�cy that was taken out before 1 January 
2003 are exempt from tax.
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if the deceased person was �nsured under a fr�endly 
soc�ety funeral pol�cy taken out after 31 december 2002, 
the �nvestment �ncome from the funeral pol�cy �s �ncluded 
�n the assessable �ncome of the estate, �f the estate’s 
trustee:
n �nstructs the fr�endly soc�ety to pay a funeral d�rector or 

other party for the �nsured person’s funeral expenses, or
n �s re�mbursed for the funeral expenses.

in these c�rcumstances the d�str�but�on statement �ssued 
by the fr�endly soc�ety w�ll adv�se the amount of �ncome to 
be �ncluded on the trust tax return.

if the pol�cy proceeds are pa�d to a funeral d�rector, 
e�ther under a pol�cy ass�gnment or as the nom�nated 
benef�c�ary, they are �ncluded �n the funeral d�rector’s 
assessable �ncome and no amount needs to be �ncluded 
�n the estate’s assessable �ncome.

eligible termination payments (etPs)
payments made by employers, superannuat�on funds 
or approved depos�t funds to the trustee of a deceased 
person’s estate are called ‘death benef�t etps’.

death benef�t etps w�th�n the deceased person’s pens�on 
reasonable benef�t l�m�t (rBl) are free of tax when passed 
on to the deceased person’s dependants. a dependant 
�ncludes a surv�v�ng spouse or de facto spouse, an 
ex-spouse, a ch�ld under 18 years of age, a person 
f�nanc�ally dependent on the deceased or a person w�th 
whom the deceased had an �nterdependency relat�onsh�p.

Generally, death benef�t etps �n excess of the deceased 
person’s pens�on rBl are taxed �n the same way as 
excess�ve components of etps, at the top marg�nal 
tax rate plus med�care levy (46.5%). however, there 
are c�rcumstances where a port�on of the excess�ve 
component may be taxed at a rate less than 45% �f the 
etp was pa�d from a superannuat�on fund. the tax off�ce 
w�ll determ�ne whether part of the excess�ve component �s 
subject to a lesser tax rate, and w�ll assess the deceased 
estate accord�ngly. the 2006–07 rBls are at table 15 on 
page 44.

capital gains tax
for �nformat�on on deceased estates and cap�tal ga�ns tax, 
see the Guide to capital gains tax 2007.

Paying tax on the income of deceased estates
a trustee cannot d�str�bute the �ncome or assets of a 
deceased estate unt�l the debts of the deceased person, 
�nclud�ng any outstand�ng tax l�ab�l�t�es, are determ�ned. 
for taxat�on purposes, th�s requ�res a not�ce of 
assessment. once a not�ce of assessment �s �ssued, the 
trustee can deal w�th the assets of the deceased person �n 
accordance w�th the w�ll.

a trustee can d�str�bute some of the �ncome or assets to 
benef�c�ar�es �f the trustee �s certa�n that the rema�nder of 
the estate �s suff�c�ent to cover any outstand�ng l�ab�l�t�es. 
Benef�c�ar�es who rece�ve payments of �ncome are 
cons�dered to be presently ent�tled to them and they 

declare them and pay tax on those amounts �n the�r own 
tax returns.

any und�str�buted trust �ncome, or �ncome accumulated 
�n the deceased estate and not pa�d to or appl�ed to the 
cred�t of benef�c�ar�es �s treated as �ncome to wh�ch ‘no 
benef�c�ary �s presently ent�tled’ – for example, where the 
adm�n�strat�on of an estate �s not f�nal�sed.

for more �nformat�on on the term ‘presently ent�tled’ and 
the taxat�on of trusts, see page 65.

 note
tax rates appl�cable to a res�dent �nd�v�dual – that �s, 
normal tax rates – are appl�ed to the net �ncome to 
wh�ch no benef�c�ary �s presently ent�tled �f the person 
d�ed less than three years before the end of the year 
of �ncome.

example of completing a simple deceased 
estate return
Page 1
complete all appropr�ate �tems.

if the act�v�t�es of the executor �n the real�sat�on of the 
deceased estate amount to the carry�ng on of an enterpr�se 
and an aBn �s requ�red, complete an ABN registration 
companies, partnerships, trusts and other organisations 
(nat 2939) to obta�n an aBn. for more �nformat�on on 
carry�ng on an enterpr�se, see Miscellaneous Taxation 
Ruling MT 2000/1 – The New Tax System: the meaning 
of entity carrying on an enterprise for the purposes of 
entitlement to an Australian Business Number (‘ABN’).

if an aBn �s not requ�red and an aBn reg�strat�on �s not 
lodged, before complet�ng the trust tax return apply for a 
trust tfn by complet�ng a Tax file number application or 
enquiry for a deceased estate (nat 3236).

executors of deceased estates can also apply onl�ne 
for a tfn by complet�ng the relevant parts of the Tax file 
number application for companies and other organisations 
(nat 3799), ava�lable at www.abr.gov.au and through els.

show the name of the trust as THE ESTATE OF JOHN 
CITIZEN DECEASED or s�m�lar. pr�nt code D �n the code 
box at Type of trust and complete the date of death box.

Pages 4 and 5
complete the appropr�ate �tems l�sted below.

income
8 Partnerships and trusts
show at a  or b  Distributions from partnerships any 
amount of pr�mary product�on or non-pr�mary product�on 
partnersh�p �ncome.

show at z  or r  Distribution from trusts any amount 
of pr�mary product�on or non-pr�mary product�on trust 
�ncome rece�ved after the date of death.

show at s  Deductions relating to distributions in 
labels a  and z , any deduct�ons for the deceased 
estate’s own expenses �n relat�on to d�str�but�ons of 
pr�mary product�on �ncome.
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show at t  Deductions relating to distributions in 
labels b  and r  any deduct�ons for the deceased 
estate’s own expenses �n relat�on to d�str�but�ons of non-
pr�mary product�on �ncome.

show at c  Share of credit for tax withheld where ABN 
not quoted any share of cred�t for tax w�thheld where an 
aBn was not quoted.

show at d  Share of franking credit from franked 
dividends any share of frank�ng cred�t from franked 
d�v�dends.

show at e  Share of credit for TFN amounts withheld 
from interest and dividends any share of cred�t for tfn 
amounts w�thheld from �nterest, d�v�dends and un�t trust 
d�str�but�ons.

9 rent
show at f  Gross rent the gross amount of rent �nclud�ng 
any book�ng or lett�ng fees.

show at g  Interest deductions the total �nterest 
expenses �ncurred �n earn�ng rental �ncome.

show at X  Capital works deductions the total cap�tal 
works deduct�on for rental bu�ld�ngs.

show at h  Other rental deductions the expenses that 
relate to th�s rental �ncome.

show at Net rent the net amount of any rent.

10 gross interest
show at j  the �nterest from banks and cred�t un�ons, 
bu�ld�ng soc�et�es, debentures, notes and depos�ts, 
d�scounted or deferred �nterest secur�t�es, government 
secur�t�es, austral�an Government loans �ssued before 
1 november 1968, and �nterest pa�d by the tax off�ce.

the total – that �s, the gross amount of �nterest rece�ved  
or cred�ted – must be �ncluded �n assessable �ncome.

copy deta�ls from all statements to worksheet 3 on 
page 74. Keep the worksheet w�th the trust’s tax records.

Discounted, deferred interest or capital-indexed 
securities
show at j  the appropr�ate amount of d�scount, �nterest 
or other ga�n wh�ch accrued th�s �ncome year on a 
d�scounted, deferred �nterest or cap�tal-�ndexed secur�ty:
n that �ssued after 16 december 1984
n that had a matur�ty date of over 12 months from the 

�ssue date, and
n where the sum of all payments under the secur�ty 

(except per�od�c �nterest – for example, a coupon rate) 
exceeds �ts �ssue pr�ce.

TFN amounts withheld from gross interest
show at i  TFN amounts withheld from gross interest 
the tfn amounts w�thheld from gross �nterest. 

 note
We may check the amount shown at �tem 10 w�th our 
own records to determ�ne accuracy. see Information 
matching on page 5.

11 dividends
show at k  Unfranked amount the total amount of 
unfranked d�v�dends, and the unfranked amount of 
part�ally franked d�v�dends, rece�ved.

show at l  Franked amount the franked amount of 
franked d�v�dends rece�ved.

show at m  Franked credit the amount of frank�ng cred�ts 
rece�ved d�rectly from a pay�ng company.

show at n  TFN amounts withheld from dividends the 
total of tfn amounts w�thheld from d�v�dends rece�ved.

 note
We may check the amount shown at �tem 11 w�th our 
own records to determ�ne accuracy. see Information 
matching on page 5.

12 other australian income
show at o  any other �ncome rece�ved by the estate after 
the date of death. include at o  salary and wages rece�ved 
after the date of death, the assessable amount of etps, 
and the assessable amount of benef�ts under fr�endly 
soc�ety funeral pol�c�es taken out after 31 december 2002.

13 total of items 5 to 12
show the total �ncome amounts.

deductions

14 deductions relating to australian 
investment income
show at P  the expenses �ncurred �n earn�ng �nterest and 
d�v�dends. 

15 other deductions 
show at Q  any other tax-related expenses. do not �nclude 
cap�tal expenses �ncurred �n adm�n�ster�ng the estate.

16 total of items 14 and 15
show the total deduct�on amounts.

17 net australian income or loss
show at $  the total amount shown at �tem 13 Total of 
items 5 to 12 less the total amount shown at �tem 16 
Total of items 14 and 15.
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18 capital gains
show at a  the net cap�tal ga�n made by the trustee of 
the estate. the trustee may need to complete a cGt 
schedule �f the trust has:
n total current year cap�tal ga�ns for the �ncome year 

greater than $10,000, or
n total current year cap�tal losses for the �ncome year 

greater than $10,000.

for more �nformat�on, see the Guide to capital gains tax 
2007.

 note
cap�tal losses �ncurred by the deceased before the�r 
death cannot be carr�ed forward to the�r estate.

21 total of items 17 to 20
show the total amount of net austral�an �ncome or loss 
plus any net cap�tal ga�n amount.

23 total net income or loss
the amount at �tem 23 equals the amount at �tem 21.

Page 6
complete Key financial information �tems 29 to 33.

Page 8
complete the appropr�ate �tems l�sted below.

59 statement of distribution
if there has been no d�str�but�on of �ncome from the 
deceased estate, the net �ncome amount shown at 
�tem 23 Total net income or loss �s shown at Share of 
income, separated �nto pr�mary product�on �ncome and 
non-pr�mary product�on �ncome. pr�nt the total at a  and 
b  under Income to which no beneficiary is presently 
entitled.

pr�nt an assessment calculat�on code at v  Assessment 
calculation code. for a l�st of trust assessment 
calculat�on codes, see append�x 13. 

for lodgment addresses, see page 111.

for payment opt�ons, see pages 111–112.

aPPendiX 10 instructions to trustees 
Where a beneficiarY is under 18 Years 
of age – other than trustees of 
deceased estates 
th�s append�x outl�nes the appl�cat�on of the spec�al 
taxat�on prov�s�ons relat�ng to trust �ncome to wh�ch 
benef�c�ar�es under 18 years of age are, or are deemed to 
be, presently ent�tled. it w�ll help you complete o  �tem 12 
and Excepted net income.

the basis of the system
spec�al taxat�on prov�s�ons apply to certa�n trust �ncome, 
�nclud�ng cap�tal ga�ns, der�ved dur�ng the �ncome year to 
wh�ch spec�f�ed benef�c�ar�es under 18 years of age at the 
end of the �ncome year – that �s, m�nors – are presently 
ent�tled.

th�s �ncludes �ncome to wh�ch a benef�c�ary �s deemed to 
be presently ent�tled.

features of the system are outl�ned below under three 
ma�n head�ngs. these cover:
n the persons to whom the system appl�es
n the �ncome to wh�ch �t appl�es, and
n allocat�on of deduct�ons.

Benef�c�ar�es under 18 years of age are referred to as 
m�nor benef�c�ar�es or m�nors. unless the m�nor benef�c�ary 
�s an excepted person or the d�str�but�on �s excepted 
�ncome, trust �ncome to wh�ch a m�nor �s presently ent�tled 
generally �s taxed at the h�gher tax rate plus the med�care 
levy. the tax rates that apply are outl�ned �n append�x 11.

there are cases where �t �s unreasonable for the full 
amount of the add�t�onal tax under the system to be 
payable on �ncome – for example, �n cases of ser�ous 
hardsh�p. for more �nformat�on on deta�ls of spec�al 
measures under wh�ch release from the obl�gat�on to pay 
some or all of the add�t�onal tax may be granted, see 
append�x 11.

if the trustee cons�ders that the system and the 
consequent�al h�gher tax rates are not appl�cable for any 
reason to the whole or part of the trust �ncome to wh�ch 
any m�nor benef�c�ary �s presently ent�tled, keep the 
�nformat�on set out �n the quest�ons on page 104 w�th the 
trust’s tax records. some c�rcumstances �n wh�ch a trustee 
can �gnore these deta�ls are set out �n Completion of the 
questions on page 102. if the trustee fa�ls to cons�der 
and keep the �nformat�on �n the quest�ons, where th�s �s 
necessary, together w�th any add�t�onal �nformat�on, �t 
could result �n the assessment of the �ncome to the trustee 
at the h�gher tax rate prov�ded under the system.

the effect of the system on trust income
the system has no effect on ascerta�n�ng the trust net 
�ncome.

the system can affect an assessment �ssued to the 
trustee where a m�nor benef�c�ary �s presently ent�tled, 
but only �f the m�nor �s a ‘prescr�bed person’ and to the 
extent that �ncome of the trust to wh�ch that benef�c�ary �s 
presently ent�tled �s el�g�ble �ncome. 
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Persons to whom the system applies
Prescribed person
the system appl�es to a prescr�bed person, who �s a 
benef�c�ary under 18 years of age at the end of the �ncome 
year and �s not an excepted person. 

Excepted person
a person �s an ‘excepted person’ �f, on the last day of the 
�ncome year, any of the follow�ng c�rcumstances appl�ed to 
them:
n they were engaged �n a full-t�me occupat�on (see 

below).
n they were ent�tled to a d�sab�l�ty support pens�on or 

rehab�l�tat�on allowance, or someone was ent�tled to a 
carer allowance to care for them. 

n they had a med�cal cert�f�cate (or a prev�ous med�cal 
cert�f�cate for a d�sab�l�ty they had that ex�sted on the last 
day of the �ncome year) that cert�f�ed that: 
– they were d�sabled and were l�kely to suffer from that 

d�sab�l�ty permanently or for an extended per�od
– they had a phys�cal or mental d�sab�l�ty that prevents 

them from work�ng �n the next two years and 
e�ther the d�sab�l�ty prevents them from undertak�ng 
educat�on, vocat�onal or on-the-job tra�n�ng �n the next 
two years or they are able to undertake educat�onal, 
vocat�onal or on-the-job tra�n�ng, but �t �s unl�kely the 
tra�n�ng w�ll enable them to work w�th�n the next two 
years, or

– they were permanently bl�nd.
n they were a person who rece�ved l�ttle or no f�nanc�al 

support from relat�ves and were:
– ent�tled to a double orphan’s pens�on, or
– unable to engage �n a full-t�me occupat�on because of 

a permanent mental or phys�cal d�sab�l�ty.

a person �s regarded as dependent for support on a 
relat�ve �f they l�ve w�th the relat�ve, unless �t can be 
establ�shed that they were not dependent on that relat�ve 
for f�nanc�al support.

The meaning of full-time occupation
occupat�on �ncludes an off�ce, employment, trade, 
bus�ness, profess�on, vocat�on or call�ng but does not 
�nclude a course of educat�on at a school, college, 
un�vers�ty or s�m�lar �nst�tut�on. a benef�c�ary �s accepted as 
be�ng engaged �n a full-t�me occupat�on on the last day of 
the �ncome year �f:
n they were engaged �n full-t�me employment or bus�ness 

on the last day of the �ncome year, or
n they were engaged �n full-t�me employment or bus�ness 

for three months or more dur�ng the �ncome year 
(�gnor�ng any per�od of full-t�me employment or bus�ness 
that was followed by full-t�me study) and on the last day 
of the �ncome year:
– they had the �ntent�on of cont�nu�ng �n that, or 

engag�ng �n another, full-t�me occupat�on dur�ng the 
whole or most of the follow�ng �ncome year, and

– they had no �ntent�on of return�ng to full-t�me 
educat�on at any t�me dur�ng the follow�ng �ncome 
year.

a per�od dur�ng wh�ch a person rece�ves youth allowance 
does not const�tute a per�od of engagement �n full-t�me 
occupat�on.

income to which the system applies
if the m�nor benef�c�ary �s a prescr�bed person:
n part of the trust �ncome m�ght be subject to the system 

– th�s �s referred to as ‘el�g�ble �ncome’
n part m�ght be excluded – th�s part �s referred to as 

‘excepted �ncome’.

Eligible income
trust �ncome to wh�ch a m�nor benef�c�ary, who �s a 
prescr�bed person, �s presently ent�tled, �s el�g�ble �ncome 
except to the extent that the �ncome can be class�f�ed as 
excepted �ncome for the benef�c�ary. el�g�ble �ncome �s 
subject to h�gher tax rates plus the med�care levy �n the 
hands of the trustee and benef�c�ary – subject to a cred�t 
for tax pa�d by the trustee.

Excepted income
an amount �ncluded �n the assessable �ncome of a trust 
�s excepted �ncome only to the extent that the assessable 
trust �ncome would, �f der�ved by the m�nor benef�c�ary, be 
excepted �ncome.

the amount of excepted �ncome �s based on the facts of 
each �nd�v�dual case.

income der�ved by the trust �s excepted �ncome to the 
extent that �t �s:
n employment �ncome
n �ncome from the estate of a deceased person, e�ther 

as a result of a w�ll or an �ntestacy, or a court order 
mod�fy�ng a w�ll or the d�str�but�on of an �ntestate estate

n �ncome der�ved from the �nvestment of any property 
transferred to the trustee for the benef�t of the 
benef�c�ary:
– to sat�sfy a cla�m for damages to the benef�c�ary 

for loss of parental support, for personal �njury, for 
d�sease or for �mpa�rment of phys�cal or mental 
cond�t�on, or as a settlement made otherw�se than 
by a court order, to the extent that the �ncome �s 
cons�dered to be at a fa�r and reasonable level

– as workers’ compensat�on or compensat�on for 
cr�m�nal �njury

– d�rectly as a result of another person’s death and 
be�ng, under the terms of a l�fe assurance pol�cy, out 
of a superannuat�on, prov�dent, benef�t or ret�rement 
fund, or from an employer of the deceased person

– out of a publ�c fund establ�shed and ma�nta�ned 
exclus�vely for the rel�ef of persons �n necess�tous 
c�rcumstances

– under a decree or order of d�ssolut�on or annulment 
of marr�age hav�ng effect �n austral�a by the Family 
Law Act 1975, or recogn�sed as val�d �n austral�a, or a 
order as the result of a fam�ly breakdown 

– as def�ned �n sect�on 102aGa of the itaa 1936
– as a ver�f�able pr�ze benef�c�ally owned by the m�nor �n 

a legally author�sed and conducted lottery
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– as an ent�tlement from a deceased estate
– by transfer from another person, out of property 

that devolved upon that other person from a 
deceased estate, and that person transferred �t to 
the trustee w�th�n three years of the date of death of 
the deceased, subject to l�m�tat�ons based on what 
would have passed to the benef�c�ary under laws of 
�ntestacy.

n �ncome der�ved from the �nvestment of any property 
represent�ng accumulat�ons of �ncome not subject to 
the system, be�ng from sources as �nd�cated �n th�s 
paragraph (�nclud�ng where those accumulat�ons were 
made from �ncome of a pr�or year) or be�ng sav�ngs from 
exempt �ncome wh�ch, �f �t had not been exempt, would 
s�m�larly have been excepted �ncome.

income from an �nvestment made from sources as 
descr�bed above �s excepted �ncome and �s taxed at 
normal �nd�v�dual rates. if such an �nvestment �s sold or 
otherw�se real�sed, and the proceeds �nvested �n a d�fferent 
form that represents that earl�er property, �ncome from the 
new �nvestment keeps the character of excepted �ncome.

except�ons are not ava�lable �f an arrangement �s entered 
�nto so that the �ncome �s not subject to the system.

in add�t�on, �f an arrangement �s entered �nto between 
persons who are not deal�ng w�th each other at arm’s 
length and th�s results �n an amount of excepted �ncome 
greater than the amount wh�ch would have resulted had 
the part�es been deal�ng at arm’s length, only an amount 
equal to that arm’s length amount �s excepted from the 
h�gher rates of tax.

Bus�ness �ncome der�ved by a trust cannot be excepted 
�ncome as such, but �t may const�tute excepted �ncome 
on some other bas�s – for example, bus�ness �ncome of a 
deceased estate.

if any part of the trust �ncome �s cons�dered to be 
excepted �ncome, read Completion of the questions 
�n the next column and cons�der part B of the quest�ons 
on page 104. irrespect�ve of these quest�ons, you must 
�nclude the �ncome on the trust tax return so that the tax 
return d�scloses the total trust �ncome from all sources �n 
the normal way.

each benef�c�ary’s excepted �ncome component must 
bear the same proport�on to the total trust �ncome as 
that benef�c�ary’s share of net �ncome bears to the total 
trust net �ncome. if the trustee cons�ders, for any reason, 
that there are c�rcumstances that warrant a d�fferent 
determ�nat�on, attach a statement to the trust tax return 
sett�ng out the facts and the reasons why. pr�nt YES �n the 
Have you attached any ‘other attachments’? box at the 
top of page 1 of the tax return.

Employment income
normally, employment �ncome �s der�ved d�rectly by 
a m�nor and thus �s excepted �ncome. occas�onally, 
however, superannuat�on pens�ons and s�m�lar payments, 
wh�ch are employment �ncome, are pa�d to a trustee on 
behalf of a m�nor. payments of th�s k�nd are excepted 
�ncome �n the hands of the trustee.

allocation of deductions between eligible and 
excepted income
in determ�n�ng the trust �ncome on wh�ch a m�nor has to 
pay tax, deduct�ons are appl�ed aga�nst el�g�ble assessable 
�ncome of the trust as follows:
n any deduct�ons that relate exclus�vely to that el�g�ble 

assessable �ncome. these are �nd�cated on the trust tax 
return

n so much of any other deduct�ons – other than 
apport�onable deduct�ons – as may appropr�ately be 
related to that el�g�ble assessable �ncome

n a proport�onate share of any apport�onable deduct�ons, 
most commonly g�fts. the formula for calculat�ng th�s 
amount �s:

e × a 
 n

where:
E net eligible income – before apportionable 

deductions
A apportionable deductions
N net income – before apportionable deductions.

completion of the questions
read all of append�x 10 to f�nd out whether you need to 
answer the quest�ons on page 104. do not �nclude the 
quest�ons w�th the trust tax return – keep them w�th the 
trust’s tax records.

the quest�ons are d�v�ded �nto:
n part A – relat�ng to the el�g�b�l�ty of the m�nor benef�c�ary 

to be treated as an excepted person, and
n part B – relat�ng to the nature of the trust �ncome.

some of the quest�ons need to be answered �f the trustee 
cla�ms that all or any part of the share of the trust �ncome 
to wh�ch a benef�c�ary �s presently ent�tled �s excepted 
�ncome – that �s, �ncome not subject to tax at the h�gher 
rate appl�cable to a m�nor.

the quest�ons need not be answered by a trustee �f:
n no benef�c�ary �s under 18 years of age on the last day 

of the �ncome year 
n the trust �s the estate of a deceased person, or
n all of the follow�ng apply:

– the share of trust �ncome to wh�ch each res�dent 
benef�c�ary under 18 years of age �s presently ent�tled 
does not exceed $416 – the low �ncome tax offset of 
$235 effect�vely �ncreases the threshold to $772.

– there �s no non-res�dent benef�c�ary under 18 years of 
age on the last day of the �ncome year. 
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– no benef�c�ary �s also a benef�c�ary �n another estate 
that der�ves �ncome.

– the trustee �s able to cert�fy for each benef�c�ary that 
the benef�c�ary does not need to furn�sh an �nd�v�dual 
tax return, or �f the benef�c�ary �s requ�red to furn�sh 
an �nd�v�dual tax return, the only �ncome on that tax 
return, other than the share of trust �ncome, �s from 
salary, wages or payment for serv�ces rendered.

if the trust does not fall w�th�n the except�ons l�sted above:
n read and answer part A for:

– any res�dent benef�c�ary who �s an excepted person 
unless the trust �ncome to wh�ch the benef�c�ary �s 
presently ent�tled �s less than $416 – the low �ncome 
tax offset of $235 effect�vely �ncreases the threshold 
to $772 – and that benef�c�ary der�ves no �ncome from 
another trust, and

– any non-res�dent benef�c�ary who �s an excepted 
person.

n do not answer part B �f all the benef�c�ar�es of the trust 
are excepted persons and part a has been answered. 
part B �s answered where:
– any res�dent m�nor benef�c�ary – be�ng a prescr�bed 

person – �s presently ent�tled to trust �ncome �n excess 
of $416

– the share of net trust �ncome of any res�dent m�nor 
benef�c�ary, be�ng a prescr�bed person, �s $416 or 
less – the low �ncome tax offset of $235 effect�vely 
�ncreases the threshold to $772 – and the benef�c�ary 
�s also the benef�c�ary �n another trust, or

– any non-res�dent m�nor benef�c�ary, be�ng a prescr�bed 
person, �s presently ent�tled to $1 or more of trust 
�ncome.

the m�nor benef�c�ary may be ent�tled to a release 
from some or all of the tax charged at the h�gher rate �f 
they face ser�ous hardsh�p. for more �nformat�on, see 
append�x 11.

if one or more m�nor benef�c�ar�es of the trust are excepted 
persons or a d�str�but�on �ncludes excepted �ncome, 
attach a statement to the tax return w�th the �nformat�on 
requested on page 44. show the amount of excepted 
�ncome at both o  �tem 12 and Excepted net income 
�tem 12.
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Part A read and answer these quest�ons �f �t �s cla�med that the benef�c�ary was an excepted person 
on the last day of the �ncome year (30 June). if the answer to any quest�on �n part A �s yes, 
there �s no need to answer any more quest�ons �n part A or part B. 

Yes or no

is �t cla�med that the benef�c�ary was an excepted person on any of the follow�ng grounds?
n the benef�c�ary was �n a full-t�me job on 30 June (or had been �n a full-t�me occupat�on for at least 

three months �n the per�od lead�ng up to 30 June).

Note: if the benef�c�ary goes back to full-t�me stud�es before 1 July 2007, �t cannot be cla�med that 
the benef�c�ary �s an excepted person by be�ng �n a full-t�me job.

n the benef�c�ary was ent�tled to a d�sab�l�ty support pens�on or rehab�l�tat�on allowance, or someone 
for the benef�c�ary was ent�tled to a carer allowance on 30 June.

n the benef�c�ary was d�sabled and was l�kely to suffer from that d�sab�l�ty permanently or for an 
extended per�od, or permanently bl�nd. a med�cal cert�f�cate w�ll be needed for the benef�c�ary to 
qual�fy as an excepted person on th�s bas�s, but do not attach �t to the trust tax return.

n the benef�c�ary, or someone for the benef�c�ary, was ent�tled to a double orphan’s pens�on on or for a 
per�od of t�me that �ncluded 30 June and the benef�c�ary d�d not rely on support from a relat�ve �n that 
t�me.

n the benef�c�ary was unl�kely to have a full-t�me job ow�ng to a permanent mental or phys�cal d�sab�l�ty 
and the benef�c�ary d�d not rely on support from a relat�ve �n that t�me.

Part B read these quest�ons �f �t �s cla�med that all or part of the trust �ncome dur�ng the 
�ncome year was excepted unless all benef�c�ar�es are excepted persons.

Yes 
or no

Amount of 
income

is �t cla�med that any part of the trust �ncome �s excepted �ncome because �t �s:
n �n the nature of employment �ncome (not �nclud�ng employment �ncome pa�d to 

benef�c�ar�es for serv�ces rendered)?
n �ncome der�ved from any property transferred to the trustee for the benef�t of the 

benef�c�ary �n any of the spec�al c�rcumstances �n Excepted income on page 44?
n �ncome der�ved from the �nvestment of property represent�ng accumulat�ons of �ncome 

not subject to the system? for more �nformat�on, see Excepted income on page 44.

Total net excepted income $

if any excepted �ncome �ncludes a cap�tal ga�n subject to cGt, show the amount of the 
cap�tal ga�n here. $

 note
net excepted �ncome here means the sum of the 
gross amounts of excepted �ncome of all prescr�bed 
benef�c�ar�es less deduct�ons appl�cable to those 
amounts.

unless adjustments are made, the assessable el�g�ble 
�ncome of the prescr�bed benef�c�ar�es �s the d�fference 
between the total net excepted �ncome of the trust, as 
calculated above, and the amount of the net �ncome of 
the trust, as shown at �tem 23 Total net income or loss 
on the trust tax return, less any share of the �ncome �n 
respect of wh�ch non-prescr�bed person benef�c�ar�es 
are presently ent�tled and any �ncome to wh�ch no 
benef�c�ary �s presently ent�tled.



partnership and trust tax returns instructions 2007 www.ato.gov.au 105

aPPendiX 11 rates of taX PaYable bY 
trustees on behalf of beneficiaries 
under 18 Years of age 
if a benef�c�ary �s presently ent�tled to a share of the 
trust �ncome and �s under 18 years of age, the trustee �s 
assessed and �s l�able to pay tax on that �ncome as �f �t 
were the �ncome of an �nd�v�dual. a benef�c�ary der�v�ng 
�ncome from other sources �n add�t�on to the trust �ncome 
�s assessed on the total �ncome �n h�s/her personal �ncome 
tax return. a cred�t �s allowed �n the �nd�v�dual’s return for 
the amount of tax pa�d or payable by the trustee on the 
trust �ncome.

if a benef�c�ary �s under 18 years of age at 30 June �n 
the �ncome year (a m�nor benef�c�ary), spec�al taxat�on 
prov�s�ons apply to the�r �ncome (el�g�ble �ncome) unless 
the benef�c�ary �s an excepted person or the �ncome �s 
excepted �ncome.

to work out whether a m�nor benef�c�ary �s an excepted 
person or whether the�r trust �ncome �s excepted �ncome 
or el�g�ble �ncome, see append�x 10.

if a m�nor benef�c�ary �s an excepted person, the trustee 
pays tax on the benef�c�ary’s share of net trust �ncome at 
the normal �nd�v�dual rates, �f the benef�c�ary �s a res�dent, 
or at non-res�dent rates �f they are a non-res�dent.

if a m�nor benef�c�ary �s a prescr�bed person, the trustee 
pays tax on the benef�c�ary’s trust �ncome as follows:
n res�dent benef�c�ary – pays tax on the excepted trust 

�ncome at the normal �nd�v�dual rates and pays tax on 
the benef�c�ary’s el�g�ble trust �ncome at h�gher rates 
appl�cable to a res�dent

n non-res�dent benef�c�ary – pays tax on the excepted 
trust �ncome at the non-res�dent rates and pays tax on 
the benef�c�ary’s el�g�ble trust �ncome at h�gher rates 
appl�cable to a non-res�dent.

the tax rates for excepted �ncome and el�g�ble �ncome are 
expla�ned on page 44.

the follow�ng notes assume that a trustee �s ent�tled, 
on behalf of a res�dent benef�c�ary, to the full tax-free 
threshold of $6,000. Where a benef�c�ary becomes or 
ceases to be an austral�an res�dent, a reduced tax-free 
threshold may apply.

rates for excepted income
if a m�nor res�dent benef�c�ary’s share of the trust net 
�ncome cons�sts wholly of excepted �ncome, or �ncludes 
an amount of el�g�ble �ncome not exceed�ng $416 and the 
benef�c�ary �s not ent�tled to a share of the net �ncome of 
any other trust, the trustee pays tax at normal �nd�v�dual 
rates. if a non-res�dent m�nor benef�c�ary’s share of the 
trust net �ncome cons�sts wholly of excepted �ncome, the 
trustee pays tax at the rates normally apply�ng to non-
res�dents.

rates for eligible income
the follow�ng table sets out the h�gher tax rates that apply 
to the el�g�ble �ncome of a m�nor who was a resident for 
the full �ncome year.

Eligible 
income

Tax rate if beneficiary is a resident

$0–$416 n�l*

$417–$1,307 n�l + 66 cents for every dollar over $416

$1,308  
and above

45 cents �n the dollar of the ent�re amount

* the f�rst $416 of el�g�ble �ncome �s taxed at the normal 
�nd�v�dual rates. if the benef�c�ary has no other �ncome, 
no tax �s payable on the f�rst $416. the tax-free 
amount �s effect�vely �ncreased to $1,333 due to the 
low-�ncome tax offset of $600.

the follow�ng table sets out the h�gher tax rates that apply 
to the el�g�ble �ncome of a m�nor who was a non-resident 
for the full �ncome year.

Eligible 
income

Tax rate if beneficiary is a non-resident

$0–$416 29 cents �n each dollar up to $416

$417–$732 $120.64 + 66 cents for every dollar over 
$416

$733 and 
above

45 cents �n the dollar of the ent�re amount

if a benef�c�ary has d�str�but�ons of el�g�ble �ncome from 
more than one trust, the sum of the el�g�ble �ncome from 
those d�str�but�ons �s taken �nto account �n work�ng out the 
tax rate to apply.

if a m�nor benef�c�ary’s share of trust �ncome �ncludes 
el�g�ble �ncome subject to h�gher tax rates and also 
�ncludes excepted �ncome, the tax on the excepted 
�ncome (and up to $416 of the el�g�ble �ncome �f the 
benef�c�ary �s a res�dent) �s f�rst calculated at normal 
�nd�v�dual rates as �f that �ncome were the taxable �ncome. 
in th�s way benef�c�ar�es, who are res�dent for the full 
�ncome year, apply the zero rate of tax on the f�rst $6,000 
and the 15% rate from $6,001 to $21,600 on the taxable 
�ncome wh�ch �s excepted �ncome.

el�g�ble �ncome �s then taxed at the h�gher rates set out �n 
the relevant table above. 

the trustee pays tax �n respect of the benef�c�ary on 
excepted �ncome at normal �nd�v�dual rates, plus the tax 
on the el�g�ble �ncome at the h�gher rate, less allowable tax 
offsets and other cred�ts.

in a l�m�ted number of cases, where el�g�ble �ncome of a 
res�dent �s w�th�n a range w�th a tax rate less than 47 cents 
�n the dollar as set out �n the relevant table above, tax 
calculated on the benef�c�ary’s share of net trust �ncome 
at normal �nd�v�dual rates would exceed the tax calculated 
separately on the excepted �ncome and el�g�ble �ncome 
components. in such cases, the trustee pays tax on the 
benef�c�ary’s net trust �ncome at normal �nd�v�dual rates. if
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the benef�c�ary �s a non-res�dent, s�m�lar calculat�ons are 
made us�ng the rates that normally apply to non-res�dents.

relieving provisions
unt�l �ts repeal (effect�ve 1 september 2003), sect�on 
102aJ of the itaa 1936 prov�ded rel�ef �n the form of a tax 
offset. s�nce 1 september 2003, part 4-50 of schedule 
1 to taa 1953 has prov�ded that the comm�ss�oner 
may grant release from an �nd�v�dual’s obl�gat�on to pay 
certa�n tax l�ab�l�t�es where the comm�ss�oner �s sat�sf�ed 
that payment of those l�ab�l�t�es would cause ser�ous 
hardsh�p. the release prov�s�ons also perta�n to the m�nor 
benef�c�ary’s obl�gat�on to pay add�t�onal tax pursuant to 
these prov�s�ons.

beneficiaries who are owners of farm 
management deposits (fmds)
if a benef�c�ary �s under a legal d�sab�l�ty and �s the owner 
of an fmd made dur�ng the year of �ncome, the trustee 
�s not taxed on the share of net �ncome to wh�ch the 
benef�c�ary �s presently ent�tled. the benef�c�ary �s treated 
as �f no legal d�sab�l�ty ex�sts and w�ll be assessed on the�r 
�nd�v�dual return, �n respect of the�r share of net �ncome of 
the trust estate and the�r cla�m for the fmd deduct�on.

aPPendiX 12 ultimate beneficiarY 
non-disclosure taX (ubnt)
trustees of closely held trusts w�th trustee benef�c�ar�es 
presently ent�tled to net �ncome or tax preferred amounts 
– non-assessable �ncome and cap�tal – must d�sclose to 
the comm�ss�oner the �dent�ty of ult�mate benef�c�ar�es 
presently ent�tled to net �ncome and tax-preferred 
amounts.

if the trustee of a closely held trust does not correctly 
�dent�fy the ult�mate benef�c�ar�es of the net �ncome 
w�th�n the requ�red per�od, a tax – referred to as ult�mate 
benef�c�ary non-d�sclosure tax (uBnt) – �s �mposed on that 
part of the net �ncome of the trust at the rate of 46.5%. if 
the trustee does not d�sclose the ult�mate benef�c�ar�es of 
tax-preferred amounts, tax �s not �mposed, but the trustee 
may be gu�lty of an offence under taa 1953.

trustees of closely held trusts w�th trustee benef�c�ar�es 
presently ent�tled to a share of net �ncome or tax-preferred 
amounts may be requ�red to complete an Ultimate 
beneficiary schedule.

a closely held trust �s:
n a trust where up to 20 �nd�v�duals have f�xed ent�tlements 

to 75% or greater share of the �ncome or corpus of the 
trust, or

n a d�scret�onary trust except where the trust �s an 
excluded trust. see sect�on 102uc(1) of the itaa 1936.

a d�scret�onary trust �s a trust that �s not a f�xed trust 
w�th�n the mean�ng of sect�on 272-65 of schedule 2f. see 
sect�on 102uc(4) of the itaa 1936. a trust �s a ‘f�xed trust’ 
�f persons have f�xed ent�tlements to all of the �ncome and 
cap�tal of the trust. see sect�on 272-65 of schedule 2f to 
the itaa 1936.

an excluded trust �s:
n a comply�ng superannuat�on fund, a comply�ng 

approved depos�t fund or a pooled superannuat�on trust
n a deceased estate, unt�l the end of the �ncome year �n 

wh�ch the f�fth ann�versary of the death occurs
n a f�xed trust that �s a un�t trust and persons, all of whose 

�ncome �s exempt from tax under sect�on 23 or d�v�s�on 
50 of the itaa 1997, have f�xed ent�tlements, d�rectly or 
�nd�rectly, and for the�r own benef�t, to all of the �ncome 
and cap�tal of the trust, or

n a un�t trust whose un�ts are l�sted on the austral�an 
stock exchange l�m�ted.

see sect�on 102uc(4) and sect�on 272-100 of schedule 
2f to the itaa 1936.

a trustee benef�c�ary �s a benef�c�ary of the trust �n the 
capac�ty of trustee of another trust. see sect�on 102ud of 
the itaa 1936.

ult�mate benef�c�ary statements can only be amended �n 
certa�n c�rcumstances. see subsect�on 102uK(2a) of the 
itaa 1936.

trustees of closely held trusts have the r�ght to seek 
recovery of ult�mate benef�c�ary tax they pa�d – �nclud�ng 
any �nterest charge – from ult�mate benef�c�ar�es, trustee 
benef�c�ar�es or �nterposed trustees or partnersh�ps 
�n certa�n c�rcumstances. see sect�on 102usa of the 
itaa 1936.

if requ�red, lodge the Ultimate beneficiary schedule by the 
due date for lodgment of the trust’s tax return or such later 
t�me allowed by the comm�ss�oner. see sect�on 102uh of 
the itaa 1936.

instruct�ons on how to complete the schedule are on the 
form.

for more �nformat�on about d�v�s�on 6d or ass�stance �n 
complet�ng the schedule, see med�a release 2000/107 
and assoc�ated Law Administration Practice Statement 
PS LA 2001/12 – Lodgment of Ultimate Beneficiary 
Statements, or phone e�ther the Bus�ness or tax agents 
infol�ne (see the �ns�de back cover).
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aPPendiX 13 trust assessment codes 

INTER VIVOS TRUSTS – �nclud�ng d�scret�onary trusts Assessment codes

Resident 
beneficiary

Non-resident 
beneficiary

Where the beneficiary is presently entitled to a share of the income of the trust

over 18 years of age under a legal d�sab�l�ty or an excepted person 25* 125*

a prescr�bed person rece�v�ng excepted �ncome only 26* 126*

a prescr�bed person rece�v�ng el�g�ble �ncome only 27* 127*

a prescr�bed person rece�v�ng excepted and el�g�ble �ncome only 28* 128*

a prescr�bed person rece�v�ng el�g�ble �ncome from more than one trust 29* 129*

not under any legal d�sab�l�ty 30 138*

a company 34 139*

a trustee 35 140**

Where no beneficiary is presently entitled to a share of the income of the trust

res�dent or non-res�dent trust where no benef�c�ary �s presently ent�tled to �ncome 36*

Bankrupt estate 37*

res�dent or non-res�dent trust where no benef�c�ary �s presently ent�tled to �ncome 
and to wh�ch subsect�on 99a(2) of the itaa 1936 �s to be appl�ed

37*

DECEASED ESTATE Assessment codes

Resident 
beneficiary

Non-resident 
beneficiary

Where the beneficiary is presently entitled to a share of the income of the trust

under a legal d�sab�l�ty 11* 111*

not under a legal d�sab�l�ty 12 118*

a company 13 119*

a trustee 14 120**

Where no beneficiary is presently entitled to a share of the income of the trust

trust where the deceased person d�ed less than three years

before the end of the �ncome year 15*

trust where the deceased person d�ed more than three years

before the end of the �ncome year 16*

a non-res�dent trust 17*

* tax assessable to the trustee

** codes 120 and 140 are new and apply �f the benef�c�ary of the trust �s a non res�dent trustee.  
see pages 68-69 for more �nformat�on.
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abbreviations
aat adm�n�strat�ve appeals tr�bunal

aBn austral�an bus�ness number

aBr austral�an Bus�ness reg�ster

aBs austral�an Bureau of stat�st�cs

act austral�an cap�tal terr�tory

adf approved depos�t fund

aest austral�an eastern standard t�me (by legal 
t�me �n the austral�an cap�tal terr�tory)

anZsic austral�an and new Zealand standard 
industr�al class�f�cat�on

BsB bank state branch

cfc controlled fore�gn company

cGt cap�tal ga�ns tax

cGt schedule cap�tal ga�ns tax (cGt) schedule 

comm�ss�oner comm�ss�oner of taxat�on

ddr d�rect deb�t request

des d�rect entry system

dGr deduct�ble g�ft rec�p�ent

dta double tax agreement

dVa department of Veterans’ affa�rs

dVs d�rect value sh�ft�ng

eft electron�c funds transfer

els electron�c lodgment serv�ce

epa env�ronmental protect�on act�v�t�es

eto entrepreneurs tax offset

etp el�g�ble term�nat�on payment

fif fore�gn �nvestment fund

flic f�lm l�censed �nvestment company 

flp fore�gn l�fe assurance pol�cy

fmd farm management depos�t

ftdt fam�ly trust d�str�but�on tax

ftd fam�ly trust d�str�but�on

ftp f�le transfer protocol

Gic  general �nterest charge

Gst goods and serv�ces tax

GVsr general value sh�ft�ng reg�me

id �dent�f�cat�on

irus �ndefeas�ble r�ghts to use 
telecommun�cat�ons cable systems

itaa 1936 Income Tax Assessment Act 1936

itaa 1997 Income Tax Assessment Act 1997

it(tp)a 1997 Income Tax (Transitional Provisions) Act 
1997

iVs �nd�rect value sh�ft�ng

lic l�sted �nvestment company

llp l�m�ted l�ab�l�ty partnersh�p

lpr legal personal representat�ve

mls med�care levy surcharge

paYG pay as you go

pdf pooled development fund

pe permanent establ�shment

psi personal serv�ces �ncome

pst pooled superannuat�on trust

r&d research and development

rBa runn�ng balance account

rBl reasonable benef�t l�m�t

rsa ret�rement sav�ngs account

sha superannuat�on hold�ng account

sis s�mpl�f�ed �mputat�on system

sts s�mpl�f�ed tax system

taa  Taxation Administration Act 1953

tfn tax f�le number

trust loss act Taxation Laws Amendment (Trust Loss and 
Other Deductions) Act 1998

uBnt ult�mate benef�c�ary non-d�sclosure tax

uca un�form cap�tal allowance

uK un�ted K�ngdom 

us un�ted states

us llc l�m�ted l�ab�l�ty company �n the usa

www world w�de web
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Forms and schedules
ABN registration companies, partnerships, trusts and other 
organisations (nat 2939) 

Capital allowances schedule 2007 (nat 3424–6.2007)

Capital gains tax (CGT) schedule 2007 (nat 3423–6.2007)

Family trust distribution tax payment advice (ava�lable only 
on our webs�te)

Family trust election and/or family trust revocation 2007 
(nat 2787–6.2007)

Interposed entity election 2007 (nat 2788–6.2007)

Losses schedule 2007 (nat 3425–6.2007)

Non-individual PAYG payment summary schedule 2007 
(nat3647–6.2007)

Partnership tax return 2007 (nat 0659-6.2007)

Partnerships and trusts rental property schedule 2007 (for 
els lodgments only)

PAYG Payment summary – withholding where ABN not 
quoted 

Payment summary – foreign resident withholding

Personal services income schedule 2007 
(nat 3421–6.2007)

Schedule 25A 2007 (nat 1125–6.2007)

Tax file number application for companies and other 
organisations (nat 3799)

Tax file number application or enquiry for a deceased 
estate (nat 3236)

Thin capitalisation schedule 2007 (nat 6458–6.2007)

Trust tax return 2007 (nat 0560-6.2007)

Ultimate beneficiary schedule (nat 2967) 

Publications referred to in these 
instructions

Guides and instructions
Advanced guide to capital gains tax concessions for small 
business (nat 3359) (ava�lable only on our webs�te)

Australian film industry incentives 2007 (nat 0954–6.2007)

Business industry codes 2007 (nat 1827–6.2007) 
(ava�lable only on our webs�te)

Capital allowances schedule instructions 2007 
(nat 4089–6.2007)

Debt and equity tests: guide to the debt and equity tests 
(ava�lable only on our webs�te)

Deductions for prepaid expenses 2007 (nat 4170–6.2007)

Eligible termination payments: a practical guide for 
superannuation funds (nat 2699)

Federal Register of Legislative Instruments  
(ava�lable at www.frli.gov.au)

Foreign income return form guide (nat 1840) (ava�lable 
only on our webs�te)

Foreign investment funds guide (nat 2130) (ava�lable only 
on our webs�te)

General value shifting regime: who it affects (nat 8933) 
(ava�lable only on our webs�te)

Guide to capital gains tax 2007 (nat 4151–6.2007)

Guide to capital gains tax concessions for small business 
(nat 8384)

Guide to depreciating assets 2007 (nat 1996-6.2007)

Guide to general value shifting regime (nat 8366) (ava�lable 
only on our webs�te)

Income tax guide for non-profit organisations (nat 7967)

Information for primary producers 2007 (nat 1712–6.2007)

Losses schedule instructions 2007 (nat 4088–6.2007)

Non-commercial losses: partnerships (ava�lable only on our 
webs�te)

Non-commercial losses: overview – fact sheet 
(nat 3379–02.2007)

Rental properties 2007 (nat 1729–6.2007)

Research and development tax concession schedule 
instructions 2007 (nat 6709–6.2007)

Schedule 25A instructions 2007 (nat 2639–6.2007)

Taxation Statistics (ava�lable on our webs�te) 

Tax basics for small business (nat 1908)

TaxPack 2007 (nat 0976–6.2007)

TaxPack 2007 supplement (nat 2677–6.2007)

The simplified tax system – a guide for tax agents and 
small businesses (nat 6459) 

You and your shares 2007 (nat 2632–6.2007)
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Acts
Development Allowance Authority Act 1992

Electoral and Referendum Amendment (Electoral Integrity 
and Other Measures) Act 2006

Family Law Act 1975 

Film Licensed Investment Company Act 2005

Fringe Benefits Tax Assessment Act 1986

Income Tax Assessment Act 1936 (ITAA 1936)

Income Tax Assessment Act 1997 (ITAA 1997)

Income Tax (Transitional Provisions) Act 1997

Radio Communications Act 1992

Shortfall Interest Charge (Imposition) Act 2005

Taxation Administration Act 1953 (TAA)

Taxation Laws Amendment (Trust Loss and Other 
Deductions) Act 1998 (Trust Loss Act)

Taxation Laws Amendment Act (No. 3) 1998

Tax Laws Amendment (Improvements to Self Assessment) 
Act (No. 1) 2005 

Tax Laws Amendment (2006 Measures No. 4) Act 2006

Practice statements, Taxation Determinations and 
Taxation Rulings
GSTR 2003/13 – Goods and services tax: general law 
partnerships

Law Administration Practice Statement PS LA 2001/12 
– Lodgment of Ultimate Beneficiary Statements

Law Administration Practice Statement PS LA 2003/8 
– Taxation treatment of expenditure on low cost items for 
taxpayers carrying on a business

Law Administration Practice Statement PS LA 2004/1 (GA) 
– Lodgment opportunity for family trust and interposed 
entity elections

Law Administration Practice Statement PS LA 2006/12 
– Thin Capitalisation - Australian equivalents to International 
Financial Reporting Standards (‘AIFRS’) – Transitional 
Provision

Miscellaneous Taxation Ruling MT 2000/1 – The New Tax 
System: the meaning of entity carrying on an enterprise 
for the purposes of entitlement to an Australian Business 
Number (‘ABN’) 

Taxation Determination TD 92/113 – Income tax: foreign 
income: is a foreign loss quarantined within a partnership?

Taxation Determination TD 94/82 – Income tax: does 
section 26AH of the Income Tax Assessment Act 1936 
apply when investment options are ‘switched’ under an 
eligible policy?

Taxation Determination TD 2007/2 - Income tax: should 
a taxpayer who has incurred a tax loss or made a net 

capital loss for an income year retain records relevant to 
the ascertainment of that loss only for the record retention 
period prescribed under income tax law?

Taxation Ruling IT 2346 – Income tax: bonuses paid 
on certain life assurance policies – section 26AH – 
interpretation and operation

Taxation Ruling IT 2486 – Income tax: children’s savings 
accounts

Taxation Ruling IT 2660 – Income tax: definition of royalties 

Taxation Ruling TR 92/18 – Income tax: bad debts

Taxation Ruling TR 93/23 – Income tax: valuation of 
trading stock subject to obsolescence or other special 
circumstances

Taxation Ruling TR 94/8 – Income tax: whether business 
is carried on in partnership (including ‘husband and wife’ 
partnerships)

Taxation Ruling TR 97/11 – Income tax: am I carrying on a 
business of primary production?

Taxation Ruling TR 97/23 – Income tax: deductions for 
repairs

Taxation Ruling TR 97/25 – Income tax: property 
development: deduction for capital expenditure on 
construction of income producing capital works, including 
buildings and structural improvements, and addendum

Taxation Ruling TR 98/7 – Income tax: whether packaging 
items (ie containers, labels, etc) held by a manufacturer, 
wholesaler or retailer are trading stock

Taxation Ruling TR 2002/6 – Income tax: simplified tax 
system: eligibility – grouping rules (*STS affiliate, control of 
non-fixed trusts)

Taxation Ruling TR 2002/11 – Income tax: simplified tax 
system eligibility – STS average turnover

Taxation Ruling TR 2005/7 – Income tax: the taxation 
implications of partnership salary agreements

Taxation Ruling TR 2005/9 – Income tax: record keeping 
– electronic records

Taxation Ruling TR 2005/12 – Income tax: deductibility of 
interest expenses incurred by trustees on funds borrowed 
in connection with the payment of distributions to 
beneficiaries

Taxation Ruling TR 2006/5 – Income tax: effective life 
of depreciating assets (appl�cable from 1 July 2006 to 
31 december 2006)

Taxation Ruling TR 2006/15 - Income tax: effective life of 
depreciating assets (appl�cable from 1 January 2007).

 note
to f�nd out how to get a tax off�ce publ�cat�on, see the 
�ns�de back cover.
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lodGment
the postal address for lodgment of the tax return �s:

 Australian Taxation Office
 GPO Box 9845
 IN YOUR CAPITAL CITY

the address must appear as shown above.

if you attached a Family trust election and/or family trust 
revocation 2007 or an Interposed entity election 2007 to 
the partnersh�p or trust tax return, send the tax return and 
the elect�on/revocat�on to the address on page 14.

Do not post payments to this address; for payment 
�nformat�on see Payment �n the next column.

if you w�sh to wr�te to the tax off�ce send your 
correspondence to:

 Australian Taxation Office
 GPO Box 9990
 SYDNEY NSW 2001

paYment
Payment options
You can make payments by several d�fferent methods. We 
prefer to rece�ve payments by electron�c means. payments 
can be made electron�cally by BPAY®, d�rect deb�t or 
d�rect cred�t. however, payments can also be posted to us 
or made at austral�a post outlets.

payments cannot be made �n person at a tax off�ce branch 
or shopfront. We do not accept payment by cred�t card. 

 
BPAY® allows you to transfer funds electron�cally from 
your cheque or sav�ngs accounts to the tax off�ce us�ng 
your f�nanc�al �nst�tut�on’s phone or �nternet bank�ng serv�ce. 
You can make most tax payments by us�ng BpaY.

Quote the tax off�ce b�ller code (75556) and use your eft 
code as the customer reference number. Your eft code 
�s the str�ng of numbers found �mmed�ately above the 
barcode on your payment sl�p. th�s sl�p �s �ncluded �n the 
rem�nder letter we sent you about the due date for �ncome 
tax payment and lodgment of your tax return.

Your eft code �s also prov�ded on the ‘payment opt�ons 
– deta�ls’ screen (for bus�ness and tax agent portal users) 
or �mmed�ately below the b�ller code and t�tled eft code, 
on the deta�ls screen of your eci e-Bas (where access �s 
ava�lable).

a rece�pt number �s �ssued at the t�me the payment �s 
made. record �t for future reference. 

You should check w�th your f�nanc�al �nst�tut�on for 
process�ng deadl�nes, to ensure your payments reach us 
on or before the due date. BpaY payments made out of 
hours, on a weekend or publ�c hol�day w�ll not reach us 
unt�l the next work�ng day.

if you need ass�stance locat�ng or �dent�fy�ng the eft code 
phone 1800 815 886 or ema�l payment@ato.gov.au

for more �nformat�on about BpaY payments, contact your 
f�nanc�al �nst�tut�on. 

® reg�stered to BpaY pty ltd aBn 69 079 137 518 
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direct credit
d�rect cred�t allows you to transfer funds electron�cally 
from your cheque or sav�ngs account us�ng onl�ne bank�ng 
fac�l�t�es. to make a payment you w�ll need the follow�ng 
�nformat�on about us:
Bank Reserve Bank of Australia
BSB no. 093 003
Account no. 316 385
Account name ATO direct credit account

to ensure your payment �s recorded correctly to your tax 
off�ce account, you must record your eft code �n the 
d�rect entry system lodgment reference or �n the descr�pt�on 
f�eld. Your eft code �s the ser�es of numbers found 
�mmed�ately above the bar code on your payment sl�p. 

You should check w�th your f�nanc�al �nst�tut�on for 
process�ng deadl�nes, to ensure your payments reach us 
on or before the due date. d�rect cred�t payments made 
out of hours, on a weekend or publ�c hol�day w�ll not reach 
us unt�l the next work�ng day.

for more �nformat�on about d�rect cred�t payments v�s�t 
www.ato.gov.au or phone 1800 815 886 or ema�l 
payment@ato.gov.au

direct debit
d�rect deb�t prov�des you w�th the opt�on of hav�ng your 
tax l�ab�l�ty electron�cally deb�ted from a nom�nated f�nanc�al 
�nst�tut�on account (exclud�ng cred�t card accounts).

to establ�sh a d�rect deb�t, you w�ll need to complete and 
send a d�rect deb�t request (nat 2284) form to us. the 
form g�ves us perm�ss�on to deb�t your nom�nated f�nanc�al 
�nst�tut�on account. forms can be pr�nted and sent by 
a tax agent us�ng els software, or you can order one 
yourself by phon�ng 1800 802 308. tax agent and bus�ness 
portal users can also send requests to us v�a the portal’s 
messag�ng fac�l�ty.

send your completed request to:
 Electronic Funds Transfer Section
 Australian Taxation Office
ma�l: PO Box 665
 Moonee Ponds VIC 3039
fax: (03) 9275 4240
note that the Direct debit request must be s�gned by the 
account holder(s), and �t must be rece�ved by us at least 
f�ve work�ng days before the f�rst deb�t transact�on.

for more �nformat�on about d�rect deb�t payments v�s�t 
www.ato.gov.au or phone 1800 802 308 or ema�l 
eft-information@ato.gov.au

mail
post your payment w�th the payment sl�p to the address 
pr�nted on the sl�p.

if a payment sl�p �s not ava�lable, you can post payments 
to the appropr�ate address below. include your full name, 
address, phone number, type of payment and aBn or tfn.

for nsW, act and Qld cl�ents, send payments to:
 Australian Taxation Office
 Locked Bag 1793
 PENRITH NSW 1793

for Wa, sa, nt, tas and Vic cl�ents, send payments to:
 Australian Taxation Office
 Locked Bag 1936
 ALBURY NSW 1936
p�ns, staples, paper cl�ps or adhes�ve tape should not 
be used.

cheques and money orders should be for amounts 
�n austral�an dollars and payable to the ‘deputy 
comm�ss�oner of taxat�on’. they should be crossed ‘not 
negot�able’ and must not be postdated. do not send cash 
through the ma�l.

to avo�d �ncurr�ng penalt�es for late payment you should 
allow suff�c�ent t�me for your payment to reach us on or 
before the due date.

for more �nformat�on about ma�l payments phone 
1800 815 886 or ema�l payment@ato.gov.au

in person – at a post office
if you have a pre-pr�nted payment sl�p w�th a barcode, you 
can pay �n person at any austral�a post outlet. photocop�es 
of payment sl�ps are not accepted. payments can be 
made by cash, eftpos or cheque. austral�a post appl�es 
a $3,000 max�mum l�m�t to cash and eftpos payments. 
cheques should be for amounts �n austral�an dollars 
and payable to the ‘deputy comm�ss�oner of taxat�on’. 
they should be crossed ‘not negot�able’ and must not be 
postdated. a rece�pt w�ll be �ssued for any payment made 
�n person at an outlet.

eftpos �s ava�lable at most outlets. however, payments 
can only be made us�ng your sav�ngs or cheque account. 
the amount of the payment �s also l�m�ted to the da�ly cash 
w�thdrawal amount perm�tted by your f�nanc�al �nst�tut�on.

for more �nformat�on on any payment method phone 
1800 815 886 or ema�l payment@ato.gov.au
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index
A 

aBn see austral�an bus�ness number
add-back �tems, 33, 43, 71
address of ma�n bus�ness, 54
adjustable value (def�n�t�on), 29
ant�-avo�dance rule, 79
approved depos�t funds, payments from, 12, 42–43, 79, 96, 

98, 106
arch�tects’ fees, 85
assessable balanc�ng adjustment amount (def�n�t�on), 29
assessment calculat�on codes, 67–68, 100
assets 

cGt assets, 83–84
current, 54
low-cost, 30
see also deprec�at�ng assets

assoc�ated persons, payments to, 56–57
attr�buted fore�gn �ncome, 47–48, 68

see also fore�gn source �ncome

austral�an and new Zealand standard industr�al class�f�cat�on 
codes for bus�ness types, 20

austral�an bus�ness number, 4, 13, 98
amounts w�thheld for not quot�ng, 39, 67
not quoted �n payments, 24

austral�an Bus�ness reg�ster, 4

B

bad debts, 27, 96
balanc�ng adjustments, 29, 58, 87, 93
balanc�ng deduct�on for destruct�on of bu�ld�ngs, 86
benef�c�ar�es, 50–51, 67

non-res�dent, 1, 52–53, 68–69
presently ent�tled to trust �ncome, 65–66, 68, 70, 100–106
trustee, 65 
under 18 years of age, 100–106 
under legal d�sab�l�ty, 70

blackhole expend�ture, 94
bonuses, 42–43
borrow�ngs, 39, 45, 54, 58, 66, 86

see also loans

bount�es, 25
bu�ld�ng perm�ts, 85
bus�ness act�v�ty descr�pt�on, 20
bus�ness act�v�ty test, 6
bus�ness �ncome, 23–25
bus�ness �nd�cators, 2, 6
bus�ness suppl�es, 60

C 

calculat�on codes, see assessment calculat�on codes
cap�tal allowances schedule, 2, 11, 28, 57–58
cap�tal ga�ns and losses, 37, 46–47, 51, 68–69, 100

fore�gn source, 48
see also l�sted �nvestment company cap�tal ga�ns

cap�tal ga�ns tax
and fore�gn res�dents, 1 
and partnersh�ps, 10
cGt assets, 43, 83–84
cGt d�scount, 65
cGt events, 1–2, 39, 46–48

cap�tal ga�ns tax (cGt) schedule, 2, 46–47
cap�tal-�ndexed secur�t�es, 40, 99
cap�tal expend�ture, 94 
cap�tal works, 39, 84–86
car leases, 93

see also motor veh�cle expenses

cash management un�t trusts, 18, 40
cas�no gam�ng junket act�v�t�es, 39
cGt, see cap�tal ga�ns tax
char�table trusts, 11, 18
ch�ldren’s sav�ngs accounts, 11
cleaner fuel grant, 25
commerc�al debt forg�veness, 82–84
comm�ss�ons, 25–26
compl�ance expenses, 45
computer software r�ghts, 57

see also �ntang�ble deprec�at�ng assets

construct�on act�v�t�es and fore�gn res�dent w�thhold�ng tax, 39
construct�on expenses, 84–86 
see also cap�tal expend�ture; cap�tal works
consultants’ fees, 4, 25, 53–54, 56
contractor and sub-contractor expenses, 25–26
contr�but�ons to pol�t�cal part�es, 1, 45–46
control of share �n partnersh�p �ncome, 64 
control tests, 96
controlled fore�gn compan�es or ent�t�es, 47
corporate un�t trusts, 12, 53
cost add�t�on amounts (def�n�t�on), 29
costs of manufactur�ng mater�als, 55
costs of sales, 26
cred�t for �nterest on early payments, 36
cred�t for tax w�thheld

aBn not quoted, 39, 67
fore�gn res�dent w�thhold�ng, 37, 39, 64, 67

cred�t for tfn amounts w�thheld, 39, 68
cultural G�fts program, 45

D 

datacast�ng transm�tter l�cences, 57
see also �ntang�ble deprec�at�ng assets

debt-for-equ�ty swaps, 27
debt forg�veness, see commerc�al debt forg�veness; l�m�ted 

recourse 
debts, see commerc�al debt forg�veness; l�m�ted recourse 

debt; tax debts
deceased estates, 66, 96–100, 107
declarat�ons

by partner, 15
by tax agent, 15, 20
by trustee, 20
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decl�ne �n value (def�n�t�on), 29
deduct�ble balanc�ng adjustment amount (def�n�t�on), 29
deduct�ble expend�ture, 83
deduct�ble g�ft rec�p�ents, 45
deduct�ons 44–46, 99–100

and partners, 95

deferred �nterest secur�t�es, 40, 99
deprec�at�ng assets, 18, 28–32, 40, 59, 87

d�sposal of, 31, 93
�ntang�ble, 57–58
pooled, 30–31, 46
term�nat�on values, 58

descr�pt�on of ma�n bus�ness act�v�ty, 20
destruct�on of bu�ld�ngs, balanc�ng deduct�on for, 86
d�rectors’ fees, 56
d�scounted secur�t�es, 40, 99
d�scret�onary trusts, 18, 107
d�v�dends/d�str�but�ons, 41–42, 78–80, 99

and deceased estates, 97
from new Zealand compan�es, 48–49
from partnersh�ps, 37–38  
from pr�mary product�on, 37
from trusts, 4–5, 37–38
worksheet, 75

donat�ons, 45
see also contr�but�ons to pol�t�cal part�es

double taxat�on agreements w�th un�ted K�ngdom and  
un�ted states, 53

dra�nage works, see landcare operat�ons
due dates 

for d�rect deb�t payment of tax debt, 19
for lodgment of schedules, 59, 106

E 

e-Record, 9
early payments, 36
electr�c�ty connect�on expenses, 89–90, 95
electron�c funds transfer, 19–20
electron�c lodgment of the partnersh�ps and trusts rental 

property schedule, 5, 40
el�g�b�l�ty tests for s�mpl�f�ed tax system, 21–22
el�g�ble term�nat�on payments, 43–44, 65, 98
el�g�ble un�t trusts, 53 
ema�l trad�ng, 23
employee subs�d�es, 25
employee superannuat�on expenses, 26
energy grants cred�ts scheme, 25
eng�neer�ng fees, 85
enterta�nment act�v�t�es and fore�gn res�dent w�thhold�ng tax, 39
entrepreneurs tax offset, 62, 68
env�ronment protect�on expenses, 84
excepted �ncome and net �ncome, 44, 101–103
excepted person, 101
exempt d�v�dends, 79
exempt �nterest payments, 53

expenses, 25–32
see also deduct�ble expend�ture; see also individual types  
 of expenses

export �ncent�ves grants, 25

F 

fam�ly trust d�str�but�on tax, 14, 17, 37–39
fam�ly trust elect�ons, 1, 11, 4–5, 16–17
farm management depos�ts scheme, 95, 106
fences, see landcare operat�ons
f�lm �ndustry �ncent�ves, 46, 95
f�lm l�censed �nvestment company d�str�but�ons, 46
f�nal tax return, 15, 19
f�xed ent�tlements, 96
f�xed trusts, 18
f�xed un�t trusts, 18
fore�gn exchange (forex) ga�ns and losses, 43
fore�gn hybr�d ent�t�es, 5
fore�gn �ncome, see fore�gn source d�v�dends and �ncome
fore�gn �nterposed ent�t�es, 1
fore�gn �nvestment funds, 47–48
fore�gn l�fe assurance pol�c�es, 47–48
fore�gn loss quarant�n�ng prov�s�ons, 49
fore�gn res�dent w�thhold�ng tax, 24–25

cred�t for, 35, 37, 39, 67

fore�gn source d�v�dends and �ncome, 48–49, 68, 80
d�str�but�on worksheet, 77

fore�gn tax cred�ts, 49, 68
tax spared, 53

fore�gn trusts, 46–47
forg�ven amounts, 82, 84
franked d�v�dends/d�str�but�ons, 37–39, 41, 78, 99
frank�ng cred�ts, 37, 42, 48–49, 67, 78–79
fre�ght expenses, 26
fr�endly soc�et�es

bonuses, from 42
funeral pol�c�es, 97–98
�ncome bonds, 43

fr�nge benef�ts, employee contr�but�ons for, 58
fr�nge benef�ts tax, 26
fuel bus�nesses, 21
fuel grant, 25
fuel tax cred�ts, 25
funeral pol�c�es, 97–98

G 

general �nterest charge, 7, 13, 45, 62
g�fts, 1, 45
government �ndustry payments, 25
grapev�nes, 88, 90, 95
gross �nterest, 40
group�ng rules (s�mpl�f�ed tax system), 21 
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H

hardsh�p prov�s�ons, 106
h�re purchase agreements, 90–91
hobby act�v�ty, see bus�ness act�v�ty test
hol�day pay (salary and wage expense), 56
hort�cultural deduct�on, 88, 90, 95
hours taken to prepare and complete tax return, 15, 20
hybr�d trusts, 18

I 

�mputat�on system, 78
see also s�mpl�f�ed �mputat�on system; trans-tasman   
 �mputat�on

�ncent�ve payments (salary and wage expenses), 56
�ncome, 98–100

austral�an, 42–44, 46, 63, 99
bus�ness, 23–24
partnersh�p and trusts, 98
rental, 99

�ncome �nject�on test, 96
�ndefeas�ble r�ghts to use telecommun�cat�ons cable systems, 57

see also �ntang�ble deprec�at�ng assets

�ndefeas�ble vested �nterests, 65
�ndustry codes, 20
�ndustry restructure and adjustment amounts, 25
�nformat�on match�ng, 5–6, 42, 99
�nfrastructure borrow�ngs, 86
�nput tax cred�ts, 55
�nsurance compan�es, non-res�dent, 45
�ntellectual property, 57, 80

see also �ntang�ble deprec�at�ng assets

�nterest, 53, 
charges, 7, 13
deduct�ons, 39
expenses, 27–28, 45, 58
gross, 99
on early payments, cred�t for, 36
payments to non-res�dents, 80
worksheet, 74

�nter v�vos trusts, 107
�nternat�onal related part�es, 52
�nternat�onal taxat�on, 5
�nternat�onal transact�ons, 52–53
�nternet trad�ng, 23
�nterposed ent�ty elect�ons, 1, 4–5, 11, 13–14, 16–17
�nvestment �ncome 

austral�an, 44
report�ng, 12

�rr�gat�on water prov�der’s deduct�on, 91

J

journal subscr�pt�ons, 46

L 

labour costs, see salary and wage expenses
land transport fac�l�t�es borrow�ngs tax offset, 86

landcare operat�ons, 59, 91–92, 95
landcare operat�ons tax offset, 51–52
lease expenses, 27
legal personal representat�ves, 97
levees, see landcare operat�ons
l�ab�l�t�es, 54
lic cap�tal ga�ns, see l�sted �nvestment company cap�tal ga�ns
l�fe �nsurance compan�es, bonuses and payments from, 42–43
l�fe tenants, 50–51
l�m�ted partnersh�ps, 10
l�m�ted recourse debt, 92–93
l�sted countr�es, 47–48
l�sted �nvestment company cap�tal ga�ns, 43, 63, 65

see also cap�tal ga�ns and loss

loans, 52, 66
non-commerc�al, 2
see also borrow�ngs

locum costs, 56
lodgment �nstruct�ons, 10–11, 123
long serv�ce leave payments (salary and wage expenses), 56
losses, 44–45, 51

from partnersh�ps, 95
from pr�or years, 49
see also trust losses

losses schedule, 3, 11, 47–51
low-value pool, 29, 87–88, 93
lump sum payments (salary and wage expenses), 56
luxury cars, see car leases; motor veh�cles

M 

mach�nery repa�rs and ma�ntenance, 32
ma�n bus�ness act�v�ty descr�pt�on, 20
ma�ntenance and repa�rs expenses, 32
management fees, 25, 56
market research, 94
mater�als used �n manufacture or sale, 55
med�care levy, 62–63
membersh�p fees of profess�onal assoc�at�ons, 46
m�n�ng r�ghts and expenses, 1, 57, 88

see also �ntang�ble deprec�at�ng assets

m�nors
and cap�tal ga�ns, 47
as benef�c�ar�es, 100–106
tax rates for, 105
see also ch�ldren’s sav�ngs accounts

motor veh�cles, 32
see also car leases

N 

name
of ma�n bus�ness, 54
of partnersh�p, 13
of trust, 15

nat�onal trust bod�es, donat�ons to, 45
net cap�tal ga�n, 47, 68 

d�str�but�on worksheet, 76
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net �ncome or loss, 35, 100
austral�an, 46 

new Zealand, 78
compan�es, d�v�dends from, 48–49
frank�ng company d�v�dends, 38, 48
frank�ng cred�ts from, 67, 79
�mputat�on cred�ts, 48

non arm’s length deal�ngs, 88–89
non-�nd�v�dual paYG payment summary schedule, 3, 11, 24, 35
non-portfol�o �nterests, 1
non-prof�t organ�sat�ons, see char�table trusts 
non-res�dent benef�c�ar�es, 52–53, 68–69, 79
non-res�dent �nsurance compan�es, 45
non-res�dent partners, 9, 79
non-res�dent trusts, 70
non-share d�v�dends, 40–41, 78
non-share equ�ty �nterests, 28, 40–41, 79

O 

offsets, see tax offsets
overt�me payments (salary and wage expenses), 56
owner/bu�lder deduct�ons, 85
ownersh�p test, 96

P 

part-year bus�nesses, 60
partners, deduct�ons appl�cable to, 95
partnersh�p agreements, 9
partnersh�p losses, 95
paYG payment summary, w�thhold�ng where aBn not quoted, 3
payment of tax debt, 13, 123–124 
payments 

subject to fore�gn res�dent w�thhold�ng tax, 24 
to assoc�ated persons, 57
where aBn not quoted, 24

penalt�es, 7
permanent establ�shments, 1, 52, 81
personal serv�ces �ncome, 53–54
personal serv�ces �ncome (psi) schedule, 4, 54
personal superannuat�on contr�but�ons, 95
pest and plant erad�cat�on, see landcare operat�ons
plant repa�rs and ma�ntenance, 32, 92
pol�t�cal part�es, contr�but�ons to, 1, 45–46
pool deduct�ons, 30–31
pooled deprec�at�ng assets, 29–31
pooled superannuat�on funds, 96
prepa�d expenses, 34–35
prescr�bed persons, 100–101
present ent�tlements, 59, 65–66, 68, 70, 100–106
pr�mary product�on bus�nesses, 37, 91–92, 95

pr�mary product�on d�str�but�ons, 37, 98

pr�vate compan�es, 2
presently ent�tled to trust �ncome, 59

pr�vate health �nsurance tax offset, 11–12
pr�vate rul�ngs, 6–7

producers rebate, 25
product stewardsh�p (o�l) benef�t, 25
prof�t shar�ng scheme payments (salary and wage expenses), 56
project pool, 88–89
propr�etors’ funds, 54
prospect�ng r�ghts, see m�n�ng r�ghts
publ�c off�cers for trusts, 11
publ�c trad�ng trusts, 12, 53
publ�c un�t trusts, 18, 53
purchase of bus�ness, 8

Q

qual�f�cat�on per�od, 78
qual�f�ed persons, 78–79
quarry�ng r�ghts, see m�n�ng r�ghts

R 

r&d see research and development
rates of tax, 65, 105
real and effect�ve control, 64
real estate and cap�tal ga�ns tax, 1
reasonable benef�ts l�m�ts, 43–44
rebates, 25

see also offsets

reconc�l�at�on adjustments and �tems, 32–34
reconc�l�at�on statement worksheet, 71–72 
reconst�tuted partnersh�ps, 9–10
record keep�ng requ�rements, 8–9, 26–28, 32, 40, 43, 50, 57
related payments rule, 78
relat�ves of trustees, payments to, 57
rent expenses, 27 
rental �ncome and related expenses, 39–40, 99
repa�rs and ma�ntenance expenses, 32
research and development tax concess�on, 95
ret�rement allowances (salary and wage expenses), 56
ret�rement sav�ngs accounts, payments from, 43
revenue losses, 82
royalt�es, 11, 25, 80

expenses, 28, 52, 58–59, 

rul�ngs, see pr�vate rul�ngs

S 

salary and wage expenses, 56
sale of bus�ness, 8
same bus�ness test, 3, 50, 96
schedules, 2–3, 11

see also titles of individual schedules

sect�on 40-880 deduct�on, 58, 94
sect�on 404 countr�es, 48
secur�t�es, 40

d�sposal of, 42, 45

self assessment
changes to, 7

share traders, 79
shortfall �nterest charge, 2, 7, 36
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s�ck pay (salary and wage expense), 56
s�mpl�f�ed �mputat�on system, 79
s�mpl�f�ed tax system 

account�ng method, ceas�ng to use, 34
average turnover, 21–22, 60
deprec�at�ng assets, 59
elect�ons, 21–22
el�g�b�l�ty tests, 21–22
group turnover, 60
group�ng rules, 21
net �ncome, 60–61
pool deduct�ons, 30–31
taxpayers, 26, 29, 34, 39, 44, 55, 57–62

small bus�ness 50% reduct�on, 66
software, see computer software r�ghts
spec�f�ed countr�es, transact�ons w�th, 53
spectrum l�cences, 57, 80 

see also �ntang�ble deprec�at�ng assets

sports act�v�t�es and fore�gn res�dent w�thhold�ng tax, 39
statements of d�str�but�on, 63–70, 100
status of bus�ness, 20
structural �mprovements, 84, 92
sts, see s�mpl�f�ed tax system
subscr�pt�ons, 45 
subs�d�ar�es, 2, 4, 11, 47, 52, 81
superannuat�on expenses and obl�gat�ons, 26, 95
superannuat�on funds, 96
superannuat�on guarantee charge, 26
superannuat�on hold�ng accounts, payments from, 43

T 

tax agents 
and electron�c lodgment, 40
declarat�on, 15

tax debts, payment of, 13, 123–124
tax f�le number, 

amounts w�thheld, 39–40, 42, 68, 99
of former partnersh�p, 15

tax losses, 8, 50
carr�ed forward to later �ncome years, 51
of pr�or �ncome years, 50, 82
see also losses

tax offsets, 11
entrepreneurs tax offset, 68
land transport fac�l�t�es borrow�ngs tax offset, 86
pr�vate health �nsurance tax offset, 11–12
research and development tax offset, 95
water fac�l�t�es tax offset, 51–52
see also rebates

tax rates, 65, 105
tax-related expenses, 45
tax spared fore�gn tax cred�ts, 53
taxable purpose (def�n�t�on), 29
taxable purpose proport�on (def�n�t�on), 29
telecommun�cat�ons cable systems, 57

see also �ntang�ble deprec�at�ng assets

telephone l�ne connect�on expenses, 89–90
term�nat�on value (def�n�t�on), 29
tfn, see tax f�le number
th�n cap�tal�sat�on, 39, 81

trans�t�onal prov�s�ons, 81

th�n cap�tal�sat�on schedule, 4
t�me spent complet�ng tax return, 15, 20
trac�ng concess�ons, 96
trade cred�tors and debtors, 34, 56
trad�ng stock, 35, 55–56, 59
trans-tasman �mputat�on, 78
transferor trusts, 47–58
transport cap�tal expend�ture, 88
trees and shrubs (ornamental), 88
trust amounts treated as d�v�dends, 5
trust assessment codes, 107
trust losses, 96
trustee benef�c�ar�es, 65
trustees of m�nors, 100–101
trusts

�nter v�vos, 107
non-res�dent, 70
transferor, 47–48
un�t, 12
types of, 18

U

ult�mate benef�c�ary non-d�sclosure tax, 37–39, 65
ult�mate benef�c�ary schedule, 65
unfranked d�str�but�ons/d�v�dends, 41, 80
un�form cap�tal allowances, 58, 87–94
un�t trusts, 12
unl�sted countr�es, 48

V

venture cap�tal l�m�ted partnersh�ps, 10

W 

wage expenses, 56
water fac�l�t�es deduct�on, 59, 88, 92, 95
water fac�l�t�es tax offset, 51–52
w�ne equal�sat�on tax, 25
w�thhold�ng tax

aBn not quoted, 8, 39, 67
fore�gn res�dent, 3, 24–25, 35, 37–38, 53, 64, 67

workers’ compensat�on, 56
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australian  
caPital territorY
Canberra
Ground floor ethos house
28–36 a�nsl�e avenue

neW south Wales
Albury
567 smollett street
Chatswood
shop 43 lemon Grove shopp�ng centre
441 V�ctor�a avenue
Hurstville
1st floor macmahon plaza
14–16 Woodv�lle street
Newcastle
266 K�ng street
Parramatta
Ground floor commonwealth off�ces
2–12 macquar�e street
Sydney
2 lang street
Wollongong
93–99 Burell� street

northern territorY
Alice Springs
Jock nelson centre
16 hartley street
Darwin
24 m�tchell street

Queensland
Brisbane
280 adela�de street
Townsville
stanley place
235 stanley street
Upper Mt Gravatt
Ground floor nexus Bu�ld�ng
96 mt Gravatt-capalaba road 

south australia
Adelaide
91 Waymouth street

tasmania
Hobart
200 coll�ns street
Launceston
54 cameron street

victoria
Cheltenham
4a, 4–10 Jam�eson street
Dandenong
14–16 mason street
Geelong
92–100 Brougham street
Melbourne
level 1, casselden place
2 lonsdale street

Western australia
Northbridge
45 franc�s street

more information
internet
n for general tax �nformat�on and to download publ�cat�ons 

and rul�ngs, v�s�t www.ato.gov.au

Publications

To get a Tax Office publication:
n v�s�t our webs�te at www.ato.gov.au/publications for 

publ�cat�ons, taxat�on rul�ngs, pract�ce statements and 
forms

n phone our publ�cat�ons d�str�but�on  
serv�ce on  1300 720 092

n v�s�t one of our shopfronts.

If you are a tax agent
n use www.iorder.com.au
n order by fax on 1300 361 462
n for quer�es on your order, phone 1300 720 092

If you know the title of the publication you want 
and you can quote your aBn, you may order �t through  
our automated speech recogn�t�on system operat�ng  
all day, every day, phone  13 72 26

taX office shoPfronts
n for collect�on of publ�cat�ons, return forms and schedules

 note
staff at our shopfronts are not tra�ned to help w�th 
bus�ness tax returns – phone one of our �nfol�nes �f you 
have any bus�ness-related enqu�r�es.



INfolINES
n Business 13 28 66
	 General	business	tax	enquiries	including	Gst	rulings,	pay	
as	you	go	(PaYG)	instalments	and	withholdings	(from	
interest,	dividends	and	royalties),	business	deductions,	
activity	statements	(including	lodgment	and	payment),	
accounts	and	business	registration	(including	australian	
business	number	and	tax	file	number)	

n Tax agents 13 72 86
	 For	inquiries	from	registered	tax	agents

n Super Choice 13 28 64
	 For	information	about	choice	of	superannuation	fund	and	
the	role	of	the	employer

n Tax reform 13 24 78
	 For	information	about	new	measures	for	business

n	Account management 13 11 42
	 For	information	about	outstanding	lodgment	or	payment	
obligations	for	activity	statements,	PaYG	withholding,	
income	tax	or	fringe	benefits	tax

n	Personal Tax 13 28 61
	 individual	income	tax	and	general	personal	tax	enquiries

n	Superannuation 13 10 20
	 For	information	about	the	superannuation	
guarantee,	choice	of	superannuation	fund	and		
the	super	Co‑contribution

n	Fax 13 28 60 
	 to	get	information	about	business,	tax	reform,	
superannuation,	excise	duty,	fuel	schemes,	non‑profit	
organisations	or	personal	tax	sent	to	your	fax	machine,	
phone	13 28 60 and	follow	the	instructions.

othEr SErVICES
n	Translating and Interpreting Service 13 14 50
	 if	you	do	not	speak	english	well	and	want	to	talk	to	a	tax	
officer,	phone	the	translating	and	interpreting	service	for	
help	with	your	call.

n	Hearing or speech impairment
	 if	you	are	deaf	or	have	a	hearing	or	speech	impairment,	
you	can	phone	the	tax	Office	through	the	National 
Relay Service:
−	if	you	are	a	ttY	or	modem	user,	phone	13 36 77	and	ask	
for	the	number	you	want.	For	1800	free	call	numbers,	
phone	1800 555 677	and	ask	for	the	number	you	want.

−	if	you	are	a	voice‑only	(speak	and	listen)	user,	phone	
1300 555 727	and	ask	for	the	number	you	want.	For	
1800	free	call	numbers,	phone	1800 555 727	and	ask	
for	the	number	you	want.

fEEdBaCK
reader	feedback	helps	us	to	improve	the	information	we	
provide.	if	you	have	any	feedback	about	this	publication,	
write	to:

	 Editor
 Publishing Coordination
 Marketing and Education
 Micro Enterprises and Individuals
 Australian Taxation Office
 PO Box 900
 CIVIC SQUARE ACT 2608

as	this	is	a	publication	area	only,	any	tax	matters	will	be	
passed	on	to	a	specialist	technical	area.	You	can	also	phone	
our	Business	infoline	on	13 28 66	for	help.
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