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CLAIMING A TAX DEDUCTION FOR CONTRIBUTIONS TO A TAX SHELTER
The Tax Office today released a draft ruling which clarifies when an investor may claim a tax deduction for contributions to an afforestation scheme.

The draft ruling addresses the deductibility of lease and management fees and focuses on the tax implications of certain financing arrangements.

It is the first draft ruling issued in an on-going examination of investment schemes and tax shelters generally.  In this wider context it gives an indication of what the Tax Office view may be on comparable issues raised by other investment schemes.

Acting Tax Commissioner Peter Simpson indicated that particular attention is being paid to:

SYMBOL 109 \f "Wingdings" \s 10 \h
whether an investor is truly carrying on a business;

SYMBOL 109 \f "Wingdings" \s 10 \h
inflation of initial management fees to cover later years' costs;

SYMBOL 109 \f "Wingdings" \s 10 \h
grossly excessive fees and non-recourse loans; and

SYMBOL 109 \f "Wingdings" \s 10 \h
large, up-front tax deductions achieved by non-recourse loans and round robin arrangements.

"Where it is apparent that contributions to a scheme are driven by tax rather than commercial considerations, the Tax Office will consider whether or not the contributions are allowed as deductions," Mr Simpson added.

"Already we have identified some schemes that do not have the tax effect claimed by the promoters. In these cases, we are identifying the investors and disallowing their claims."

Mr Simpson emphasised that it was not his desire that the draft ruling would hinder the planting of private forests or other projects in Australia.

"The Tax Office wants people to be clear about the types of arrangements which would give rise to allowable deductions to investors."

Copies of draft ruling TR97/D17 Afforestation Schemes, which is open to public comment, are available from the Tax Office.
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