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17) The President’s Advisory Panel on Federal Tax Reform, Simple, Fair,
and Pro— Growth: Proposals to Fix America’s Tax System, Report of
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PART II—CHANGES IN RATES DURING A TAXABLE YEAR
§ 15. Effect of changes
PART IV—CREDITS AGAINST TAX
Subpart A—Nonrefundable Personal Credits
§ 21. Expenses for household and dependent care services
necessary for gainful employment
§ 22. Credit for the elderly and the permanently and totally
disabled
§ 23. Adoption expenses
§ 24. Child tax credit
§ 25. Interest on certain home mortgages
§ 25A. Hope and Lifetime Learning credits
§ 25B. Elective deferrals and IRA contributions by certain
individuals
§ 26. Limitation based on tax liability; definition of tax liability

Subpart B—Other Credits
§ 27. Taxes of foreign countries and possessions of the United
States; possession tax credit
[§ 28. Renumbered § 45C]
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§ 29. Credit for producing fuel from a nonconventional source
§ 30. Credit for qualified electric vehicles
§ 30A. Puerto Rico economic activity credit

Subpart C—Refundable Credits

§ 31. Tax withheld on wages

§ 32. Earned income

§ 33. Tax withheld at source on nonresident aliens and foreign

corporations

§ 34. Certain uses of gasoline and special fuels

§ 35. Health insurance costs of eligible individuals

§ 36. Overpayments of tax

Subpart D—Business Related Credits

§ 38 General business credit

§ 39. Carryback and carryforward of unused credits
§ 40. Alcohol used as fuel

§ 41. Credit for increasing research activities

§ 42. Low-income housing credit

§ 43. Enhanced oil recovery credit

§ 44. Expenditures to provide access to disabled individuals
[§ 44A. Renumbered § 21]

[§ 44B. Repealed.]

[§ 44C. Renumbered § 23]

[§ 44D. Renumbered § 29]

[§ 44E. Renumbered § 40]

[§ 44F. Renumbered § 30]

[§ 44G. Renumbered § 41]
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[§ 44H. Renumbered § 45C]

§ 45. Electricity produced from certain renewable resources

§ 45A. Indian employment credit

§ 45B. Credit for portion of employer social security taxes paid
with respect to employee cash tips

§ 45C. Clinical testing expenses for certain drugs for rare
diseases or conditions

§ 45D. New markets tax credit

§ 45E. Small employer pension plan startup costs

§ 45F. Employer—provided child care credit

Subpart E—Rules for Computing Investment Credit
§ 46. Amount of credit

§ 47. Rehabilitation credit

§ 48. Energy credit; reforestation credit

§ 49. At-risk rules

§ 50. Other special rules

[8§ 50A, 50B. Repealed.]

Subpart F—Rules for Computing Work Opportunity Credit

§ 51. Amount of credit

§ BlA. Temporary incentives for employing long-term family
assistance recipients

§ 52. Special rules

Subpart G—Credit Against Regular Tax for Prior Year Minimum
Tax Liability
§ 53. Credit for prior year minimum tax liability



66

[PART V—REPEALED]
PART VI—ALTERNATIVE MINIMUM TAX
§ 55. Alternative minimum tax imposed
§ 56. Adjustments in computing alternative minimum taxable
income
§ 57. Ttems of tax preference
§ 58. Denial of certain losses
§ 59. Other definitions and special rules

PART VII-ENVIRONMENTAL TAX
§ 59A. Environmental tax
[PART VII—REPEALED]

Subchapter B3 —Computation of Taxable Income

Subchapter C—Corporate Distributions and Adjustments

Subchapter D—Deferred Compensation, Etc.

Subchapter E—Accounting Periods and Methods of Accounting

Subchapter F—Exempt Organizations

Subchapter G—Corporations Used to Avoid Income Tax on
Shareholders

Subchapter H—Banking Institutions

Subchapter I—Natural Resources

Subchapter J—Estates, Trusts, Beneficiaries, and Decedents

Subchapter K—Partners and Partnerships

Subchapter L —Insurance Companies

Subchapter M—Regulated Investment Companies and Real Estate

53) olstoll X = AHAAS Part olste] HAS] A= Aty Frh
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Investment Trusts

Subchapter N—Tax Based on Income From Sources Within or
Without the United States

Subchapter O—Gain or Loss on Disposition of Property

Subchapter P—Capital Gains and Losses

Subchapter Q—Readjustment of Tax Between Years and Special
Limitations

[Subchapter R —Repealed]

Subchapter S—Tax Treatment of S Corporations and Their
Shareholders

Subchapter T —Cooperatives and Their Patrons

Subchapter U—Designation and Treatment of Empowerment
Zones, Enterprise Communities, and Rural
Development Investment Areas

Subchapter V—"Title 11 Cases

Subchapter W—District of Columbia Enterprise Zone

Subchapter X —Renewal Communities

Subchapter Y —New York Liberty Zone Benefits

CHAPTER 2—TAX ON SELF-EMPLOYMENT INCOME

CHAPTER 3—WITHHOLDING OF TAX ON NONRESIDENT
ALIENS AND FOREIGN CORPORATIONS

[CHAPTER 4—REPEALED]

[CHAPTER 5—REPEALED]

CHAPTER 6—CONSOLIDATED RETURNS

Subtitle B—Estate and Gift Taxes
Subtitle C—Employment Taxes
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Subtitle D—Miscellaneous Excise Taxes

Subtitle E—Alcohol, Tobacco, and Certain Other Excise Taxes
Subtitle F—Procedure and Administration

Subtitle G—The Joint Committee on Taxation

Subtitle H—Financing of Presidential Election Campaigns
Subtitle I—Trust Fund Code

Subtitle J—Coal Industry Health Benefits

Subtitle K—Group Health Plan Requirements

L LM
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The way forward’S 23EsFTE 18] 1996@ 100l o]} 28
AR HAHE HEC] FAHETHAE oudt HEC] 2 ZRIAE g
“Tax Law Rewrite: Examples of rewritten legislation”S 3353t
1996\ 12¢€0ll 8 olsfieAAete] Fo #FS Tt “Tax Law
Rewrite: Plans for 1997"-& &3t3h o]l midwlt} “Tax Law Rewrite:
Plans for 199x(200x)” X+ “Tax Law Rewrite: Plans for 200x(200x)”
olghs HuAME EEsiith o] Haxoxe 25te] Ay Teste
FRVFR 1 ok g 8l w<ke] Al Eesle] FAIE S TiEE o s
e ek
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v‘i'—%k‘b] DA 7kt L W8] % Fated 21 H)
31 ok A (primary legislation)®] 52 19701d¢] 2,0008|©]A]
oA 199559 6000 0] A] F+FOZ F7FEFAT6L. ]9} 2 A|
Y AT ST A EE Al A 7)RIgH %
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Foll A Aol Exdetal oAl B Ao EANE AAgHEY W
sl t-g-817] Hstd A el A&EH o2 Fustal Ei33}e}A
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B33 A, vid @92 A (Finance Act)s ¥ <
Aslodof sh= AIZFARQ ffakoE Qlste] A BEslal 7
olafiet’] A== AWMstet] o A T AXE + Utk
wEba] o]e} o] o AES FAAPE €71 =5 vAl 1A
& ool A=A olo] wEt G52 ASA, HAA, AHEEA

-IHE

rE oX

61) Inland Revenue, The Path to Tax Simplification - A report under
Section 160 Finance Act 1995, December 1995, p. 2.
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(Capital Allowances), AHZ0]5A|(Capital Gains), JAA(Stamp
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Ct. ZEREEe] 7Y

A ThA] 313 227) Z2AE= 2 A E”(The Project Team), &
3219 3](Steering Committee) 2} XRt-21 3] (Consultative Committee)
2 FAES] Jomed) A oA 1A 227] IRAES 9fdte] Hx
5A7RS wijd 500vk-=9] oAb o] 2= Ak

1) ZeAEd
Aol A4S st g B Z2AERS 7SI =
BAEHLS 4] Z2AE F YK Director)7} F23}HE, 2|3
A 3AE WHE7IZH (drafting team), FE7HE FA3E 57 Fobo
| 314 227" (rewrite team), &7FR] AR, Z2AE 37
3 A9, HIME o] Folx it ZeAEY2 A2 409] W
ol ATk
g2 AR FHHESS AlRTel] fla] 2] Al
Gt Faztell RS wFst 2dsleh Z4hzhe] Al A
271HE AN aaE 3909 FAAATFANE - HEAL

62) Inland Revenue Tax Law Rewrite Project, Tax Law Rewrite First
Techinlcal Discussion Document, 1998, p. 10.

63) Ibid,, pp. 677.

64) 19+ 3828 18209 Aol ujdrich 9199, Hx 537
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ZA R Wi AR AL 7ER AT ZA)A 9Ee] A= ukels}
7] 93 NFRE A AutE ZAAEVFER AT
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65) Joint Committee on Taxation, Study Of The Overall State Of The
Federal Tax System And Recommendations For Simplification,
Pursuant To Section 8022(3)(B) Of The Federal Tax System Volume
I : The Overall State Of The Federal Tax System, 2001, pp. 4697470,



tax whenever -+ o]gh= F4o] o]d st $jo] Z3e n|FAlA]
Z AR wolsod 4 9lom, a2 Qlske] ZHE sjAE & Stk Al=
134 2 AHAE FAAAZ vHte] AT 2 S} = $]9] EFol|A]
9] ‘shall begin’2 ‘begins’ & H}to]o} i}

4) SR F8+

dRbA o7 FAFo] O olsielr |7t ek 8B Thsd BE X
o TS AFESIES Stk o E 9] ‘25 per cent. or more’
‘at least 25 per cent’7} ‘not less than 25 per cent’ BT} W33+ ¥ 30|tk

5 7584 553

AREA 02 5E5H Y o] olagS =1tk & £ ICTA 198
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66) Inland Revenue Tax Law Rewrite Project, Tax Law Rewrite —
First Technical Discussion Document @ Testing our Rewrite
techniques on complex legisiation, 1998, pp. 17796.
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Part 12 — Loss relief
Chapter 12.1 — Relief for trading losses of company
Plan of Chapter

Introduction

12.1.1 Outline of Chapter 12.1
12.1.2 Losses to which this Chapter applies
Relief for trading losses
12.1.3 Set off against total profits of same accounting period
12.1.4 Carry back of losses against earlier total profits
12.15 Extended carry back of terminal losses
12.1.6 Carry forward against future profits of same trade
12.1.7 Order of giving relief against profits of an accounting period

Carry forward of losses on transfer of trade between companies
12.1.8 Carry forward of losses on transfer of trade between companies
12.1.9 Restriction of relief if transferor’s retained liabilities exceed its assets
12.1.10 Relevant retained liabilities of the transferor
12.1.11 Remaining assets of the transferor
Restriction o relief on change of ownership of company carrying on trade
12.1.12 Cases where loss relief restricted on change of ownership of company
12.1.13 How loss relief is restricted
12.1.14 Change of ownership of company: ordinary share capital
12.1.15 Change of ownership of company: other factors
12.1.16 Change of ownership of company: supplementary rules
12.1.17 Reorganisation within group to be disregarded
12.1.18 Change of ownership affecting ownership of other companies
Extension of relief to certain charges on income and unused capital
allowances
12.1.19 Extension of relief to certain charges on income
12.1.20 Extension of relief to certain unused capital allowances
When a trade is in substantially the same ownership
12.1.21 Meaning of trade being in substantially the same ownership
12.1.22 Companies in substantially the same ownership
12.1.23 General rules about ownership of trade or interest
12.1.24 Interests of relatives and beneficiaries to be aggregated
Minor provisions and definitions
12.1.25 Decisions about apportionment affecting more than one company
12.1.26 Minor definitions
12.1.27 Index of defined expressions
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Chapter 12.1: Relief for trading losses of company

1. This shows the structure of the Chapter. We expect that each Chapter
or Part will be preceded by a plan of this kind, which allows the reader to
grasp the essentials of what follows and to navigate around the Chapter.

2. After the initial introduction to the basic concepts, it falls into three parts:
= the reliefs available for trading losses — corresponding to the existing
sections 393A and 393;

= the carry forward of losses on the transfer between companies of a trade
in common ownership — the existing sections 343 and 344; and

= provisions preventing loss buying and loss capacity buying - sections 768
and 768A, together with section 769.

3. These are followed by minor provisions, and definitions for the purposes
of the Chapter. The final section is an index of defined terms appearing in
the Chapter, cross—referenced to where the definition is to be found.

23l A2A(Part 12) A1 A W= A1 F3-5 B
FE AWES 51 Atk I de <& 3-2>9 2ok

oz A2 AG Alzdde AzA Age] Mty
(outline of Chapter 12.1)& 3L At} 1 o= <3 3-3>3 2tk

H

rr
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12.1.1 Outline of Chapter 12.1

—_

. This Chapter is about relief for trading losses of a company.

2. It deals with trading losses from the point of view of a single
company, Chapter 12.2 deals with group and consortium relief.

3.

4. Under this Chapter a company may, in general—

5.

6. set off a trading loss against total profits of the same accounting
period: section 12.1.3, or

7.

8. carry back a trading loss against total profits of earlier accounting
periods: sections 12.1.4 and 12.1.5, or

9.

10.

11. carry forward a trading loss and set it off against the profits of a later
accounting period of the same trade: section 12.1.6.
12.
s Trading losses may in certain cases be carried forward from one
company to another on the transfer of the trade, or part of a trade,
giving rise to the losses: section 12.1.8.

= Relief under this Chapter is restricted in certain cases if there is a
change of ownership of the company carrying on the trade: section
12.1.12.

Defined terms: accounting period, ICTA s.12; company, ICTA s.832(1);
profits of the trade, s.12.1.26; total profits, ICTA s9(3); trade, ICTA
ss.6(4), 832(1), 834(2).

Origin: subs.(1) to (4) - drafting.

3) olshE 71 A% 4 5 B
o1§74e] olshE 7] 1% I - A4 - 2AE(flowchart) 2 4]

E 52 B

=2 =0
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24 ZH | A

Losses carried forward from

Set—off restricted to profits

Section 12.1.6

earlier accounting periods. of the same trade

9 Losses of the same

accounting period Section 12.1.3

Set—off against total profits

Non-trade charges of the|ICTA
same accounting period 338(1)

Section Set-off against total profits

4 Trade charges of the same|ICTA
accounting period 333(1)

Section Set-off against total profits

L Arlol &g
12.1.9(1)-& AF2(<3 3-5> FZ)

/3= =o)L Stk

)% AHgEOEA o)gAe) o3t

<E 35> LLelel el A et

If the amount of the transferor’s relevant retained liabilities (L) exceeds
the value of its remaining assets (A), the amount of the loss carried
forward is reduced by the amount of the excess (L - A). For relevant

retained liabilities, see section 12.1.10; for remaining assets, see section
12.1.11.

Ch AbolEo| AL
12127509 Ael8 golo] AT<E 3-6> A2)E Fu ok
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<¥ 36> ™olE 20{el Melx

accounting period section _ 12 of the Income and
Corporation Taxes Act 1988

acquisition section 12.1.26

change of ownership of company sections 12.1.14 to 12.1.16

charges on income section .338 of the Income and
Corporation Taxes Act 1988

company section -832(1) of the Income and
Corporation Taxes Act 1988

in substantially the same ownership |section 12.1.21

Inland Revenue section 12.1.26

loan stock section 12.1.26

ordinary share capital section .832(1) of the Income and
Corporation Taxes Act 1988

ownership section 12.1.26

profits of the trade section 12.1.26

relevant retained liabilities section 12.1.10

remaining assets section 12.1.11

. section 838 of the Income and

7% subsidiary Corporation Taxes Act 1988

shares section 12.1.26
section 9(3) of the Income and

total profits

Corporation Taxes Act 1983

trade

sections 6(4), 832(1), 834(2) of the
Income and Corporation Taxes Act
1983

transfer, transferee and transferor

section 12.1.8(1)

within the charge to corporation tax

closing words of section 832(1) of
the Income and Corporation Taxes
Act 1988

ATk THeE, ol A

=ol7] 98t A Z(flowchart) S -83)ar

A3 A 23 ARARdIN Fle

o)
2R

th <G 3-7>2 FwRle] AR #e A E(flowchart)©]

=)

67) Clausel2.1.10.
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Consider each liability of the
bran sferor immediately
before transfer separately

I=it a liability which has Yex
been apportioned to apart
trade on a previous application
aof thess providon 57

Mo

ez Oid the creditor agree Me

to accept part-payment?

R
Amount
rele azed

Wazit trangerred to
the transheree?

Mo

=it share capital? fes
ko
Yes

Isit share premium account? |
ko

lzit reserues?

Amount
agreed o
bepaid

Yes:

I=it loan stack or a Smilar
security (secured or unsecured]?

R

Afthe time the liability wasincurred, was
the creditor carrying on a trade of lending mon ey ?

Mo

Mo |
Oid any of the liability arise in the year prior
to transfer on conversion of aliability

Yes which would nothave fallen into any of the
four categories entering thisbou?

CH
Amount 5o Me
converted

| =Relevant retained liability= |Not a =relevant retained liabilivy™

|:||. A-”I:H EI.Al J_x:i AAjl _EJHIEOl AlX -Ij_|. L_HJ_._

) AW TR 313 227 Z2AHES] Fg 217

1969 F= A1 Y 89 F& ARG AANES T
3l A|ATEAS) Al Els &gt o] F3l ZEAE ek B HIlA

k)

£ 1) stk ey 1 JYEEe FEo] AR wax] oF

A 23 7] ZEAEO E= 7] FRHQ 4254 ?_Vﬂ,
AFEZ A (Capital  Allowances), AH2-0]5-A|(Capital Gams) QIA]A|
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(Stamp Duties), &4 2 FoJM|(Inheritance Tax), AF-334
(Management)ol] &g+ HE9] NEAAS vix|e 3otk APH 114
27] ZRAELL 19960 o zo] A X 27 FAAYE 7
< Tax Law Rewrite Plans for 19978 &7k o) widwjc} 1591
of FR1AA =} ko 2 o] XA 8-S F2 Tux Law Rewrite Plans for
199x/199x( Fe= 2000/ 2000)S 7Y - F3Esle] et

20010l A AR 227] ZRAE §lof ofate] AJte AHELFAHY
(Capital Allowances Act 2001: 2001 Chapter 2)°] €]3]olA 2] A%
o} 2001'd 44FH AR L ek ARL-SAUL 11 3] S8R
o]FojA Qltk o]ojx 2003l ERASHAFTASANSFAESAHY
[Income Tax (Earnings and Pensions) Act 2003]¢] 2]3]ol|A F3}=]
o] 2003 49FH A|PE AL T8, FRZASUAFASANIAS
AEE 1 ZRo] 7257 EE o]FoiA Qlth 1E]ar 20030l ASA]
H(@HAAA)BE[The Income Tax Pay As You Eamn)
Regulations 2003(2003 NO. 2682)]690] F3EE]o] 2004. 4EFE A]3)
Ha vk oo E 2000 d0E ARE7IER Sl ghAaS A
[Income Tax (Trading and Other Income) Act 2005 2005 Chapter
5]o] 7R = At

ojgtoll A= AMFH7IEFI LSt A SAM Y 2 W8 2 54

o gste] v Brz Itk

A}

2) ARV [ER St SAaSAH e =8 e 2 54
APE 313 227] ZRAER | ofte] AdE A7 |E| Aol
B AEAMH[Income Tax (Trading and Other Income) Act 2005:
2005 Chapter 5]¢] 985 T35t 2006\ 4€FE Alg=a Q.

68) Arnold Homer & Rita Burrows, Tolley’s Tax Guide 2004-05, Tolley,
2004, p. 2.
69) 4o 220zt
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7b S
A1l

Yol SRS Ay e S thes
(1) ez 414

A7 [EfeSoltietaSMEe| S8
'

HE] Ol=E Eol7] SAste] AlE <E 383} L Fol WE
o) ABERHOverview)& T3 o, APart)®) AFzge] o

<¥E 38> Jfatz=etel ofA|

1. Overview of Act

(1) This Act imposes charges to income tax under-
(a) Part 2 (trading income),
(b) Part 3 (property income),
(c) Part 4 (savings and investment income), and
(d) Part 5 (certain miscellaneous income).

(2) Those charges to tax have effect for the purposes of section 1(1) of
ICTA (the general charge to income tax).

(3) Exemptions from those charges are dealt with in Part 6 (exempt
income) but any Part 6 exemptions which are most obviously relevant
to particular types of income are also mentioned in the provisions
about those types of income.

(4) What is or is not mentioned in those provisions does not limit the
effect of Part 6.

(5) This Act also contains—

(a) provision about rent-a—room relief and foster—care relief (see Part 7),
(b) special rules for foreign income (see Part 8),

(c) special rules for partnerships (see Part 9), and

(d) certain calculation rules and general provisions (see Part 10).

(6) For abbreviations and defined expressions used in this Act, see section
835 and Schedule 4.
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(2) 24e] B8
o187 o= ol7] SAdte] WEAM AL =t vk
39

1 dE =9 <G 39> 2oH4R2)1.

<E 3-9> Lo 222

(2) The amount of the deduction which would otherwise be allowable is
reduced by multiplying the amount by the fraction—

£12000 + RP

2 x RP

where RP is the retail price of the car or motor cycle when new.

2ol A5 Qex AHE =% 22 3] BTH6l, 62, 64,
151, 159, 166, 171, 223, 239, 277, 2797282, 284, 285, 283, 292, 293,
430, 445, 528, 548, 637, 669, 677, 678, 720, 721, 7967798, 810, 850)

(3) &8t 3o AME
o8] o =E Eo|7] 93t ke Ko E AMSSH|E Stk
I ol <3 3-10>¢F ZtH 631(7)]0),

<E 3-10> =t F2o ALSE|

(7) In subsection (6) “the taxable amount”, in relation to a tax year,
means the amount by which-

TI > TAD
where-
TI is the child’s total income for income tax purposes, and
TAD is the total amount of allowances and deductions that may be set
against the total income.

70) 636(6),
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(4) H(table)o] &8

N2 HENAME o84} o3| =5 #o]7] I3t E(table)ZA]
EL AT BT IS FaL 3ok <E 3-11>2 E5E]
she 7 55 BHoE AoltH54(2)]

<E 3-11> Eeo 2328

Peralty or interest Description of tax, levy or duty
Interest under any provision of Part 9 of{Income tax, capital gains tax and

TMA 1970

corporation tax

Interest required to be paid by regulations
made under section 71 of FA 2004
(construction industry)

Penalty under any of sections 60 to 70 of
VATA 194

Value added tax

Interest under section 74 of VATA 1994

Penalty under any of sections 8 to 11 of
FA 1994

Excise duties

Penalty under any of paragraphs 12 to 19
of Schedule 7 to FA 1994

Insurance premium tax

Interest under paragraph 21 of that
Schedule

Penalty under any provision of Part 5 of
Schedule 5 to FA 1996

Landfill tax

Interest under paragraph 26 or 27 of that
Schedule

Penalty under any provision of Schedule 6
to FA 2000

Climate change levy

Interest under any of paragraphs 70, 81 to
& and 109 of that Schedule

Penalty under any provision of Part 2 of
FA 2001

Aggregates levy

Interest under any of paragraphs 5 to 9
of Schedule 5 to, paragraph 6 of Schedule
8 to and paragraph 5 of Schedule 10 to
FA 2001

Penalty under section 25 or 26 of FA
2003

Customs, export and import duties

Penalty under any provision of Part 4 of
FA 2003

Stamp duty land tax

Interest under any provision of that Part
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o] ¥l H(table)E B85l olsi=s Eol= =32 73] B

TH231, 272, 520, 546, 869).

o
ro
_O‘L
X
%
K
ki
[
£
O
i
(o,
X
]
>
30,

i
i
=3
>
_O‘L
El
X0 o
o

o2 5 ‘section 153(meaning of “gilt-edged security” and “strip”)’
2 ‘section 154(regulations for determining market value of securities

or strips)’ ] oo sETH152(6)].

6) AXHFE] SA st
AT (ol Ade] Aol B3 74 5)2 Gl o= of
e} o] 1 Aake] Aol wiE GAEZ AXFA(<EE 312> FR)S

Algste] o]-gAte] oS =olal UTHANA).

<E 3-12> T ALt ol 2H5t o

(1) To calculate the total allowable deductions for a policy or contract for
the purposes of section 491-

Step 1

Add together—

(a) the total amount of premiums paid under the policy or contract before
the event, and

(b) if the event occurs at the end of the final insurance year (see section
499), the amount of any repayment or partial repayment of a loan treated
under section 500(c) as a surrender of a part of the rights under the policy
or contract.

Step 2

In the case of a contract for a life annuity under which any annuity
payments have been made, reduce the result of step 1 by so much of those
payments as is—

(a) exempt under section 717 (exemption for part of purchased life annuity
payments), or

(b) determined to be the capital element in those payments under section
658 of ICTA.
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o] Mol 0|9} fAket Zapo] A QTHA0T, 512, 524, 660 5.

(1) ofolxEe] B4
TMA 197070, FA 198472, THTA 198473), ICTA™), TCGA 19
21 3} 2 W 59 ol EE FEHe] MWL 1At 3

(schedule 4).

Lb AU [EASOCHEASAM| HA|

A=l AFFLIEL LS ASAWEIncome Tax  (Trading
and Other Income) ACT]S] HAIE RH ZA7} 1082 YroA
N, AT 8B7=E o]=21 Uth

ol #slde <FHEF 1>5 Fxs)r] it

/\}ﬁ L 715}-4 A5 gk ASAPHIE HARE Al AA|g
A 13 7] Z2AEEQ 9]’5]-04 A 2} 5 (Explanatory Notes)76)
7} Ad =] FEE A UTh ABAE S o] 8At WES oldlstal &
o] HEg AFE AS0EA HEC] o, 3 93]

AW 215 & Explanatory Notes — Volume One (Sections 1 to 364),
Explanatory Notes - Volume Two (Sections 365 TO 83%) 2
Explanatory Notes - Volume Three (Schedules)?] 3Ho2 U590

71) The Taxes Management Act 1970 (c. 9).

72) The Finance Act 1984 (c. 43).

73) The Inheritance Tax Act 1984 (c. 51).

74) The Income and Corporation Taxes Act 1988 (c. 1).

75) The Taxation of Chargeable Gains Act 1992 (c. 12).

76) Explanatory Notes to Income Tax (Trading and Other Income) Act
2005 (2005 Chapter 5).

77) Explanatory Notes — Volume One (Sections 1 to 364) 1.
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A= Ak

A2 A B 7]eke] 250l tiek 254 Al WA #1364z
of A3t AT EA vpAY dEHEE 1445009, A2ES AR B

71Eke] 25 thit 25A #3652 WA] Algsezol B3 dEAtE
A vpxe deEi e = 189500 = Al B AlREe] AE §
& 334083l o]2= Wuigk E&olth

R ARz g AHAEE Avfshd <3 3-12>¢) 2tk

<¥E 3-13> MUXZ 2| ofA|

Section 8: Person liable

56. This section states who is liable for any tax charged. It is based on
section 59(1) of ICTA.

57. This Act does not rewrite section 59(2) of ICTA. Section 59(2) of
ICTA provides that income tax charged “in respect of any of the concerns
mentioned in section 55 [of ICTA] shall be assessed and charged on the
person carrying on the concern, or on the agents or other officers who have
the direction or management of the concern or receive the profits thereof”.
58. Section 55 of ICTA provides that the profits arising from certain
concerns such as mines and quarries shall be taxed under Schedule D Case
. Section 55 of ICTA is rewritten as section 12 of this Act.

59. The origins of section 59(1) and (2) of ICTA can be traced back to
the Income Tax Act 1842. There is no longer any reason to maintain the
distinction between the two subsections.

60. Section 59(2) of ICTA identifies two classes of person on whom the
profits of a section 55 concern should be taxed. These are:

the person carrying on the concern; and

the agents or other officers who have the direction or management of the
concern, or receive the profits.

61. Both these classes of person are likely to be covered by the section
59(1) test that they are “receiving or entitled to the profits”. But if they
are not, there is no reason why a wider category of persons should be liable
in respect of section 55 concerns than are liable in respect of any other
trades.

62. Also, applying the “person receiving or entitled” test to the profits of a
section 55 concern would not include persons who would not be chargeable
through the application of section 59(2) of ICTA.
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2. L-Ed| Lo}
7t Ll
19973 o] @ 2E g U o} /HANAEA S} HAlE Bstl 25
]

o=
3} 19363 ASFAIHIncome Tax Assessment Act 1936)2 283}
o E1r 19361 FA] 126F|0]A]d] EHRY ASTAIHS A

500030142 SolL} gLk WEe] Refo] Zrbskm Hiko] Zu
g w}a} wxﬂzu WAl u) g3t gro] ulg B Z71y
7ol ol2gc).

e2EH Aol AN 1934 10€l] AlRF= Ak 1934 10
2 219 G 9] FHFYQ Hawkes 2-Ed U)o} FH7L 2 1E
gl dejote] Al AZ9 D3] o] Hafol] 7|Z3te] S E Yo} Al
A Autol] et B2 AES & AYS 8l vF Aok 1936 7
Yol A WA e ~EF ol ZA3e)(Tax Summit)7} 7FH )3
19351 9ol AN Hieto] WEE YT A HA A 3] 2o A
Hawke Fel= AAINEL st AR o]Zojdozy BE 024
Efdejol AlEEe] O gGAl AHE el = JoH, A M3
Tjo} ZAHAE O off@A v AYS AESIT

T2} Richardson®} Devos™) 7} 2|2t ule} do] AH7RAZS-2
A9l 109 Aol Z231  Hell AS- 71ehe JA = Ak = 1993
| 1149 17¥9l JCPA(Joint Committee on Public Accounts)”} $38;
O30l v 22 F 7 FR3F Ao T3 HuAME A=
o Za AHA ARG o] Al AT,

78) Richardson, G. & Devos, K., “A critical review of the Tax Law
Improvement Project,” Asia— Pacific Tax Bulletin, Vol. 4, 1998, p. 370.
79) David Smith & Grant Richardson, “The Readability of Australia’s
Taxation Laws and Supplenmentary Materials @ An Empirical
Investigation,” Institute for Fiscal Studies Vol. 20, No 3, 1999, p.
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A, AHe= 1936 A5FAMH(Income Tax Assessment Act
1936: ITAA 36)2 AAMsH7] Hlste] FE T Bla= A5 74
shot,

=4, AE=5d bl HEG
of S APH AYS Sk

o] Agtoll whEbd MPARE 19939 1290 AAEZ=aH
(Tax Law Improvement Program: TLIP)S 2F43lal Tax Law
Improvement TeamS T-A3SFATH

512 93 > TS Ulaz T

s
i

AEAEZZIW(TLP)S] T8 PFE 19369 25U ATAA
36)% thl 14 3 AT EH ZAES Rek olafsh] Y
sk Zoltk olRe o ¢ Folz 2AWL ] A 2E 2,
NE FAYY, 2 9 - 20 - E9h Al 52 o183 BA &

ShH2) QIS Zehdst Zleel Slste] B4 4 Ak

323.

80) David Smith & Grant Richardson, ibid., p. 324; James, S., Sawyer,
A & Wallschutzky, I, “Tax Simplification: a Tale of three
countries,” Bulletin of the International Fiscal Association, Vol. 51,
1997, p. 499.
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ek, AMAFZR IR ZAFAE SR vl B9 W9
SrolAe] Waleke ek A

o} Z2MEgo| Ty

19939 AN Z 2 a9 e dARkY olaEE A7)V ke
A5FRAHE - A TRAEES AESITE AHNEANES oF
407 ol o] MEVIQI AFAYe R TAY Z2AEL 27]9 Wzt
AE7IE o2 FAFEUL 17 AE7HE Q) shu= New South Wales
gle] QxE ol FAAFEZZ T (Australian  Taxation
Studies Program: ATAX)ell ZFodsta e ZAAE wFEZE 74
HAar, = g2 97t AE71ELS Coopers and Lybrandiit-2] Brisbane
ALl ZAAETFR FAE O] AT T Hhelle @ 2E Aot A
T R3S sk oH, Al BA] 1A 227] 22 798 (Tax
Law Rewriting Program)< A|3}7] 918t sH-9]3]E HA]ek3
=10

AHNEAIG S F=8317] 18t 2B de]ol FH+= wid 1,000
e ~Egdotgdeisd o] ke uigsiAnh A ZE

i

2 AgAZomA 199 AE4Ue gesid

81) James, S. & Wallschutzky, I, “Tax Law Improvement in Australia
and the UK: The Need for a Strategy for Simplification,” Fiscal
Studies Vol. 18, No. 4(1997), p. 452.

82) S2Ef Ao} 198 &L 733 ATolmZ wid 739 Fx9
A4S wA g Aol



&
A Z 1936 A5FAEES Y523 (substan
tiation provision)= 788k 21& thHERIth o] 232 oF 0% 2~
Egdjo} Gl FA A FERS vX= O ZA o]3fslr] o F
I TGP E U Beithe HIS wol 47wl A WAl A
A=A 2 E Aolrh. ZR2AER]o] Akgh Q1523 el Ak AU
&N Tax Law Improvement(Substantiation) Billl2 1994d 12¢¥ 8
Yol oJ3]o)] AEH A, 19965 4€ 7Y0) FaF o] 19U 7 19F
B AEE FAZIZERE 287 o]25ith

a9 JFE A o] A 227] 2 a50] 3 WA ol
W71 well da] P Tl AehAl X3 o] Asdth
AE5ZFL 1973 25FAHH(Income Tax Assessment Act 1997)ll
] 82 w71x] 193619 25FAHH(Income Tax Assessment Act
936 as amended)oll HF-=H< F21S FHskar AUk

PExFol o3t o]Fo|7 ¥ishk= ulg- S ol B2 &

Zagro A ol 57k Sk 1900078614 11,0007 Z2:35ch
E

>

—_

AIZ1AL = A,

2) 1973 A53AHe] A
ASIAHEE OA] A4 227] 93 2o A|1=HR) A A
199643 AEA|HHIncome Tax Assessment Bill 1996)°] 1996 6

ol &3jo]l AEHIA ©] M- Division 60 AR &5 23}
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S 22 A4 2SS FFSkAL ATk oJolA AR HHE
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12)a1 19368 A5TAHS IRk A (general principles) oA 573
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Aol thet =S FHsHA sk, BT =AYERE-S 33
sh= Zol3lth
AN Z=AES] aao] O R4S FAHCE Hrbshs A
E7Fssith Al 707go) Al el 2718 Eol71e skl e, o8] =
2 o)Al oj2ar tt. AAINE 2 AP o) HES Eestoiof
il

e owsia 2erort Bk o)l
)=

7} MFpHsie] ol

D vzl JlojAe] A eeshe T2 MY U e =
AAE] Testel] 2 23o] stoHith ol 787 AAIEE
2k o] dglo 7 o]Fo]7 19861 Tax Reform Actol| A= AlA|2] ©
s3kel A Alao] TS T A5A12 ALS 159411
T 50%)lA 2GAI(15, 28%) 2 F4skal, 2 SEFAAE} 7
BAAEE AAYH FAlo| A5FA 55 FA5HATH

2) 19865\ o] Foll= ASH|o] 2 TAe|A] AnlHo] 2~ T =e] gk
F} AA 9] Destel] g =ol] Aol BobA|aL vk H wl=ellA
AAE MANRE T F5E e AeFZX= Ammey sHAoH
Shelby “d12] el o]sled AQbe Flat Taxe] Y-S 918 %ol

Flat Tax: 7]29] Hallry 259} Rabushika n5me]] &ste] 2=
A=A 2831 Flat Taxawoll ¥l & <M Freedom and
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Fairness Restoration Act of 1997)¢] w]=re] Armey 3sFe]dy}
Shelby -e]ef olste] FEAME A, 1 Bl Steve Forbes 2]
Aol oAM= Hte] AEH vk Uk

Armey sF19] €17} Shelby ol d3 o] MAFAHIIE BA
FrigsiE HASka B 017%0)9] N YamAl(Individual Wage
Tax)9} A A(Business Tax)& 2143 A& HE4star U8, = 7)
19 dE - BE - de Tl istde 2 dAldeA 1R A S
A3 Fhol] T o] vl ME17%)S A& NJALFTAE LAl
ol oS wiFAST T2 AEASL ARG FA o]
o, JiSAelM e HERE FAsHA] etk 27]al BE 7|4
H - FEUA FH /I17IAY &5 - AL 5 AHEYGAE - T
AL S 2 2LE 5ol tistele 2 LS 7HIA of
ta 25 gl o] HIHAME17%)S A8 AFIAE FAlgk
19} 22 Flat TaxE =98k B-7oll= -+HIA 2719 gAlAl
aXof| oJste] FAEFT MAE AA1 - GJHa7] wite] A8
A1 H7te] 7Fsslth

3) vl= sk B AP W=AES FX]star 20021 B
AZE Ao Z tix|sh= W-82] Tax Code Termination ActE 1998.
6. 17. Z2stAtt 1 FAS WA B /‘]3!33:‘9] e 2 9471
o] z|of] Da}al 7iito] Fe TR o] FojA lokal A HsHHA] o]

ol [

LUNN ) B

o

=

S} 2E BT Ao 5ol WA 2337 1 Aeled A2 T
Aho] 2tk A1 ek, el ok A

83) http://flattax.house.gov/proposal/flat-sum.asp.
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AR 5E8S A7 FAESHIE-S S7M7I= J‘lcﬂo]
AR BExdolgtal sdste] o] & A A flete] T 2
A=E 83k ) IRS Restructuring and Reform Act(RRA 98
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D =Age) 549 HE o
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O 9% 3€ 1471A] shele] AldAIEelisle} gele) A)7g9) 93]
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@ wAldlaet ddste] Aol viishA ks AR
@ FAH AL BANILE ol gloiM drbH ez AA=a1 9)
= gutAol 7¢
© Al EAel A el A= Ferh AhEA] i Eof
@ FAIRAZE GG b2 wAIRhRMZE SSA] RE Foket
Ho| W3}slx] Z3l Hof
® =41 FF-do] W d4 e A gl glojM MwEHA Hes
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® A= dE Yo 5R40] = 4
@ FAAANA AFE= A4
AR A AS skl AR ESRE U AQFE AR A
& ARESIAL Sl Al o A2 E ol T S st

Al
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A AHESHE H 285e AR A A4S LRI

84) 2, TAFBRMNEE,, A7ZAL 2004, pp. 2737275
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(2) FARge] S0 AYAZSIAsle 3] AP Aol A

23 Budel O WIAES ABFel ol Fsta B
astrha BEEE 22 A B AP VP BRS
sai7] 919 1918 Tgelolol Bk

2) A EE3] Y B4 4 o
ZME5 993 (Joint Committee on Taxation)= WA 4Hl
dlo] FA)A & A FR}o] o AxA 2z Hoke] BAS BAE)
a1, o) AL - Y APMEA A e 2 F TE 2
A3|7} Bargk Afatel] Bt Fsaanets FHlstodof gtk
AR 53 S E v ARRks Edsto{of gt
@ Zal x3Fo] &S v dAo A 5
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3) AR SR B3 wEmw A He] o

GAHIAR & (National Taxpayer Advocate)> r2lslol A &3}
= Bado A e GARA 2 Q8 e dallega) Rk
= FaL U= AR 54 Eoks A TAl o5 A

AA}elof S

CE MEZIASIE 25 ZAPHE

o
AeH 552419193 (Joint Committee on Taxation)”7}F 20013 4
Lol W AT Haxo A AEAHE o B34 Adls
AESIAL 1 RS ARFSE vF A5, skl e A ¢E] 7t
A1+3] Al=H(General Accounting Office)2] =22 ol #4 - 2|3t
AFZAA =] Gl A3 ARjAtEE vha3 2T, o] = £
Ao B8-S a2 =dua Yok &
@ wid 199739 ARJNAESA FAN A7 AEEH L
@ W=A¥(Internal Revenue Code)-& thek 1,395000702] ol
T3=o] ek
@ W=rAH Foll A 6937 232 QIgA e A el Al AE5= A
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November 2005, pp. 1077109.
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Sec. 1.1031(k)-1 Treatment of deferred exchanges.

(g) Safe harbors——(1) In general. Paragraphs (g)(2) through
(g)(5) of this section set forth four safe harbors the use of which
will result in a determination that the taxpayer is not in actual or
constructive receipt of money or other property for purposes of
section 1031 and this section. More than one safe harbor can be used
in the same deferred exchange, but the terms and conditions of each
must be separately satisfied. For purposes of the safe harbor rules,
the term “taxpayer” does not include a person or entity utilized in a
safe harbor (e.g., a qualified intermediary). See paragraph (g)(8),
Example 3(v), of this section.

(2) Security or guarantee arrangements. (i) In the case of a
deferred exchange, the determination of whether the taxpayer is in
actual or constructive receipt of money or other property before the
taxpayer actually receives like-kind replacement property will be
made without regard to the fact that the obligation of the taxpayer’s
transferee to transfer the replacement property to the taxpayer is or
may be secured or guaranteed by one or more of the following——

(A) A mortgage, deed of trust, or other security interest in

233) Sec. 1.1031(k)-19] &<l EaFo] BV wj&d (90dtS 2/)sH]
Z 3t
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property (other than cash or a cash equivalent),

(B) A standby letter of credit which satisfies all of the
requirements of Sec. 15A.453-1 (b)(3)(iii) and which may not be
drawn upon in the absence of a default of the transferee’s obligation
to transfer like-kind replacement property to the taxpayer, or

(C) A guarantee of a third party.

(i1) Paragraph (g)(2)(i) of this section ceases to apply at the time
the taxpayer has an immediate ability or unrestricted right to receive
money or other property pursuant to the security or guarantee
arrangement.

(3) Qualified escrow accounts and qualified trusts. (1) In the case
of a deferred exchange, the determination of whether the taxpayer is
in actual or constructive receipt of money or other property before
the taxpayer actually receives like—kind replacement property will be
made without regard to the fact that the obligation of the taxpayer’s
transferee to transfer the replacement property to the taxpayer is or
may be secured by cash or a cash equivalent if the cash or cash
equivalent is held in a qualified escrow account or in a qualified trust.

(i) A qualified escrow account is an escrow account wherein——

(A) The escrow holder is not the taxpayer or a disqualified person
(as defined in paragraph (k) of this section), and

(B) The escrow agreement expressly limits the taxpayer’s rights
to receive, pledge, borrow, or otherwise obtain the benefits of the
cash or cash equivalent held in the escrow account as provided in
paragraph (g)(6) of this section.

(iii) A qualified trust is a trust wherein—

(A) The trustee is not the taxpayer or a disqualified person (as
defined in paragraph (k) of this section, except that for this purpose
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the relationship between the taxpayer and the trustee created by the
qualified trust will not be considered a relationship under section
267(b)), and

(B) The trust agreement expressly limits the taxpayer’s rights to
receive, pledge, borrow, or otherwise obtain the benefits of the cash
or cash equivalent held by the trustee as provided in paragraph
(g)(6) of this section.

(iv) Paragraph (g)(3)d) of this section ceases to apply at the
time the taxpayer has an immediate ability or unrestricted right to
receive, pledge, borrow, or otherwise obtain the benefits of the cash
or cash equivalent held in the qualified escrow account or qualified
trust. Rights conferred upon the taxpayer under state law to
terminate or dismiss the escrow holder of a qualified escrow account
or the trustee of a qualified trust are disregarded for this purpose.

(v) A taxpayer may receive money or other property directly from
a party to the exchange, but not from a qualified escrow account or
a qualified trust, without affecting the application of paragraph
(2)(3)({) of this section.

(4) Qualified intermediaries. (i) In the case of a taxpayer’s
transfer of relinquished property involving a qualified intermediary,
the qualified intermediary is not considered the agent of the taxpayer
for purposes of section 1031(a). In such a case, the taxpayer's
transfer of relinquished property and subsequent receipt of like—kind
replacement property is treated as an exchange, and the
determination of whether the taxpayer is in actual or constructive
receipt of money or other property before the taxpayer actually
recetves like-kind replacement property 1s made as if the qualified
intermediary is not the agent of the taxpayer.
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(i) Paragraph (g)(4)(i) of this section applies only if the
agreement between the taxpayer and the qualified intermediary
expressly limits the taxpayer’s rights to receive, pledge, borrow, or
otherwise obtain the benefits of money or other property held by the
qualified intermediary as provided in paragraph (g)(6) of this
section.

(iii) A qualified intermediary is a person who—-

(A) Is not the taxpayer or a disqualified person (as defined in
paragraph (k) of this section), and

(B) Enters into a written agreement with the taxpayer (the
“exchange agreement”) and, as required by the exchange agreement,
acquires the relinquished property from the taxpayer, transfers the
relinquished property, acquires the replacement property, and
transfers the replacement property to the taxpayer.

(iv) Regardless of whether an intermediary acquires and transfers
property under general tax principals, solely for purposes of
paragraph (g)(4)(iii)(B) of this section——

(A) An intermediary is treated as acquiring and transferring
property if the intermediary acquires and transfers legal title to that
property,

(B) An intermediary is treated as acquiring and transferring the
relinquished property if the intermediary (either on its own behalf or
as the agent of any party to the transaction) enters into an
agreement with a person other than the taxpayer for the transfer of
the relinquished property to that person and, pursuant to that
agreement, the relinquished property is transferred to that person,
and

(C) An intermediary is treated as acquiring and transferring
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replacement property if the intermediary (either on its own behalf or
as the agent of any party to the transaction) enters into an
agreement with the owner of the replacement property for the
transfer of that property and, pursuant to that agreement, the
replacement property is transferred to the taxpayer.

(v) Solely for purposes of paragraphs (g)(4)(iii) and (g)(4)(iv)
of this section, an intermediary is treated as entering into an
agreement if the rights of a party to the agreement are assigned to
the intermediary and all parties to that agreement are notified in
writing of the assignment on or before the date of the relevent
transfer of property. For example, if a taxpayer enters into an
agreement for the

transfer of relinquished property and thereafter assigns its rights in
that agreement to an intermediary and all parties to that agreement
are notified in writing of the assignment on or before the date of the
transfer of the relinquished property, the intermediary is treated as
entering into that agreement. If the relinquished property is
transferred pursuant to that agreement, the intermediary is treated
as having acquired and transferred the relinquished property.

(vi) Paragraph (g)(4)() of this section ceases to apply at the
time the taxpayer has an immediate ability or unrestricted right to
receive, pledge, borrow, or otherwise obtain the benefits of money or
other property held by the qualified intermediary. Rights conferred
upon the taxpayer under state law to terminate or dismiss the
qualified intermediary are disregarded for this purpose.

(vil) A taxpayer may receive money or other property directly
from a party to the transaction other than the qualified intermediary
without affecting the application of paragraph (g)(4)(i) of this
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section.

(5) Interest and growth factors. In the case of a deferred
exchange, the determination of whether the taxpayer is in actual or
constructive receipt of money or other property before the taxpayer
actually receives the like—kind replacement property will be made
without regard to the fact that the taxpayer is or may be entitled to
receive any interest or growth factor with respect to the deferred
exchange. The preceding sentence applies only if the agreement
pursuant to which the taxpayer is or may be entitled to the interest
or growth factor expressly limits the taxpayer’s rights to receive the
interest or growth factor as provided in paragragh (g)(6) of this
section. For additional rules concerning interest or growth factors, see
paragraph (h) of this section.

(6) Additional restrictions on safe harbors under paragraphs
(g)(3) through (g)(5). (1) An agreement limits a taxpayer’s rights
as provided in this paragraph (g)(6) only if the agreement provides
that the taxpayer has no rights, except as provided in paragraph
(g)(6)i1) and (g)(6)(il) of this section, to receive, pledge, borrow,
or otherwise obtain the benefits of money or other property before
the end of the exchange period.

(ii) The agreement may provide that if the taxpayer has not
identified replacement property by the end of the identification
period, the taxpayer may have rights to receive, pledge, borrow, or
othewise obtain the benefits of money or other property at any time
after the end of the identification period.

(ii) The agreement may provide that if the taxpayer has
identified replacement property, the taxpayer may have rights to

receive, pledge, borrow, or otherwise obtain the benefits of money or
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other property upon or after——

(A) The receipt by the taxpayer of all of the replacement property
to which the taxpayer is entitled under the exchange agreement, or

(B) The occurrence after the end of the identification period of a
material and substantial contingency that—-

(1) Relates to the deferred exchange,

(2) Is provided for in writing, and

(3) Is beyond the control of the taxpayer and of any disqualified
person (as defined in paragraph (k) of this section), other than the
person obligated to transfer the replacement property to the taxpayer.

(7) Ttems disregarded in applying safe harbors under paragraphs
(g)(3) through (g)(5). In determining whether a safe harbor under
paragraphs (g)(3) through (g)(5) of this section ceases to apply and
whether the taxpayer’s rights to receive, pledge, borrow, or otherwise
obtain the benefits of money or other property are expressly limited
as provided in paragraph (g)(6) of this section, the taxpayer’s
receipt of or right to receive any of the following items will be
disregarded——

(1) Items that a seller may receive as a consequence of the
disposition of property and that are not included in the amount
realized from the disposition of property (e.g., prorated rents), and

(ii) Transactional items that relate to the disposition of the
relinquished property or to the acquisition of the replacement
property and appear under local standards in the typical closing
statements as the responsibility of a buyer or seller (eg.,
commissions, prorated taxes, recording or transfer taxes, and title
company fees).

(8) Examples. This paragraph (g) may be illustrated by the
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following examples. Unless otherwise provided in an example, the
following facts are assumed: B, a calendar year taxpayer, and C
agree to enter into a deferred exchange. Pursuant to their agreement,
B is to transfer real property X to C on May 17, 1991. Real property
X, which has been held by B for investment, is unencumbered and
has a fair market value on May 17, 1991, of $100,000. On or before
July 1, 1991 (the end of the identification period), B is to identify
replacement property that is of

a like kind to real property X. On or before November 13, 1991
(the end of the exchange period), C is required to purchase the
property identified by B and to transfer that property to B. To the
extent the fair market value of the replacement property transferred
to B is greater or less than the fair market value property X, either
B or C, as applicable, will make up the difference by paying cash to
the other party after the date the replacement property is received
by B. The replacement property is identified as provided in
paragraph (c) of this section (relating to identification of replacement
property) and is of a like kind to real property X (determined
without regard to section 1031(a)(3) and this section). B intends to

hold any replacement property received for investment.

Example 1. (1) On May 17, 1991, B transfers real property X to C.
On the same day, C pays $10,000 to B and deposits $90,000 in
escrow as security for C's obligation to perform under the agreement.
The escrow agreement provides that B has no rights to receive,
pledge, borrow, or otherwise obtain the benefits of the money in
escrow before November 14, 1991, except that:

(A) if B fails to identify replacement property on or before July 1,
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1991, B may demand the funds in escrow at any time after July 1,
1991; and

(B) if B identifies and receives replacement property, then B may
demand the balance of the remaining funds in escrow at any time
after B has received the replacement property.

The funds in escrow may be used to purchase the replacement
property. The escrow holder is not a disqualified person as defined in
paragraph (k) of this section. Pursuant to the terms of the
agreement, B identifies replacement property, and C purchases the
replacement property using the funds in escrow and tranfers the
replacement property to B.

(i) C's obligation to transfer the replacement property to B was
secured by cash held in a qualified escrow account because the
escrow holder was not a disqualified person and the escrow
agreement expressly limited B’s rights to receive, pledge, borrow, or
otherwise obtain the benefits of the money in escrow as provided in
paragraph (g)(6) of this section. In addition, B did not have the
immediate ability or unrestricted right to receive money or other
property in escrow before B actually received the like—kind
replacement property. Therefore, for purposes of section 1031 and this
section, B is determined not to be in actual or constructive receipt of
the $90,000 held in escrow before B received the like-kind
replacement property. The transfer of real property X by B and B’'s
acquisition of the replacement property qualify as an exchange under
section 1031. See paragraph (j) of this section for determining the
amount of gain or loss recognized.

Example 2. (1) On May 17, 1991, B transfers real property X to C,
and C deposits $100,000 in escrow as security for C's obligation to
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perform under the agreement. Also on May 17, B identifies real
property J as replacement property. The escrow agreement provides
that no funds may be paid out without prior written approval of both
B and C. The escrow agreement also provides that B has no rights
to receive, pledge, borrow, or otherwise obtain the benefits of the
money in escrow before November 14, 1991, except that:

(A) B may demand the funds in escrow at any time after the
later of July 1, 1991, and the occurrence of any of the following
events——

(1) real property J is destroyed, seized, requisitioned, or
condemned, or

(2) a determination is made that the regulatory approval necessary
for the transfer of real property ] cannot be obtained in time for real
property ] to be transferred to B before the end of the exchange
period;

(B) B may demand the funds in escrow at any time after August
14, 1991, if real property ] has not been rezoned from residential to
commercial use by that date; and

(C) B may demand the funds in escrow at the time B receives
real property J or any time thereafter. Otherwise, B is entitled to all
funds in escrow after November 13, 1991. The funds in escrow may
be used to purchase the replacement property. The escrow holder is
not a disqualified person as described in paragraph (k) of this
section. Real property J 1s not rezoned from residential to commercial
use on or before August 14, 1991.

(ii) C's obligation to transfer the replacement property to B was
secured by cash held in a qualified escrow account because the

escrow holder was not a disqualified person and the escrow
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agreement expressly limited B’s rights to receive, pledge, borrow, or
otherwise obtain the benefits of the money in escrow as provided in
paragraph (g)(6) of this section. From May 17, 1991, until August
15, 1991, B did not have the immediate ability or unrestricted right
to receive money or other property before B actually received the
like—kind replacement property. Therefore, for purposes of section
1031 and this section, B is determined not to be in actual or
constructive receipt of the $100,000 in escrow from May 17, 1991,
until August 15, 1991. However, on August 15, 1991, B had the
unrestricted right, upon notice, to draw upon the $100,000 held in
escrow. Thus, the safe harbor ceased to apply and B was in
constructive receipt of the funds held in escrow. Because B
constructively received the full amount of the consideration
($100,000) before B actually received the like-kind replacement
property, the transaction is treated as a sale and not as a deferred
exchange. The result does not change even if B chose not to demand
the funds in escrow and continued to attempt to have real property
J rezoned and to receive the property on or before November 13,
1991.

(iii) If real property J had been rezoned on or before August 14,
1991, and C had purchased real property J and transferred it to B on
or before November 13, 1991, the transaction would have qualified for
nonrecognition of gain or loss under section 1031(a).

Example 3. (1) On May 1, 1991, D offers to purchase real property
X for $100,000. However, D is unwilling to participate in a like-kind
exchange. B thus enters into an exchange agreement with C
whereby B retains C to facilitate an exchange with respect to real
property X. C is not a disqualified person as described in paragraph
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(k) of this section. The exchange agreement between B and C
provides that B is to execute and deliver a deed conveying real
property X to C who, in turn, is to execute and deliver a deed
conveying real property X to D. The exchange agreement expressly
limits B’s rights to receive, pledge, borrow, or otherwise obtain the
benefits of money or other property held by C as provided in
paragraph (g)(6) of this section. On May 3, 1991, C enters into an
agreement with D to transfer real property X to D for $100,000. On
May 17, 1991, B executes and delivers to C a deed conveying real
property X to C. On the same date, C executes and delivers to D a
deed conveying real property X to D, and D deposits $100,000 in
€SCTOW.

The escrow holder is not a disqualified person as defined in
paragraph (k) of this section and the escrow agreement expressly
limits B's rights to receive, pledge, borrow, or otherwise obtain the
benefits of money or other property in escrow as provided in
paragraph (g)(6) of this section. However, the escrow agreement
provides that the money in escrow may be used to purchase
replacement property. On June 3, 1991, B identifies real property K
as replacement property. On August 9, 1991, E executes and delivers
to C a deed conveying real property K to C and $30,000 is released
from the escrow and paid to E. On the same date, C executes and
delivers to B a deed conveying real property K to B, and the escrow
holder pays B $20,000, the balance of the $100,000 sale price of real
property X remaining after the purchase of real property K for
$30,000.

(i) B and C entered into an exchange agreement that satisfied the
requirements of paragraph (g)(4)(iii)(B) of this section. Regardless
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of whether C may have acquired and transferred real property X
under general tax principles, C is treated as having acquired and
transferred real property X because C acquired and transferred legal
title to real property X. Similarly, C is treated as having acquired and
transferred real property K because C acquired and transferred legal
title to real property K. Thus, C was a qualified intermediary. This
result is reached for purposes of this section regardless of whether C
was B's agent under state law.

(iii) Because the escrow holder was not a disqualified person and
the escrow agreement expressly limited B's rights to receive, pledge,
borrow, or otherwise obtain the benefits of money or other property
in escrow as provided in paragraph (g)(6) of this section, the escrow
account was a qualified escrow account. For purposes of section 1031
and this section, therefore, B is determined not to be in actual or
constructive receipt of the funds in escrow before B received real
property K.

(iv) The exchange agreement between B and C expressly limited
B's rights to receive, pledge, borrow, or otherwise obtain the benefits
of any money held by C as provided in paragraph (g)(6) of this
section. Because C was a qualified intermediary, for purposes of
section 1031 and this section B is determined not to be in actual or
constructive receipt of any funds held by C before B received real
property K. In addition, B's transfer of real property X and
acquisition of real property K qualify as an exchange under section
1031. See paragraph (j) of this section for determining the amount of
gain or loss recognized.

(v) If the escrow agreement had expressly limited C’s rights to

receive, pledge, borrow, or otherwise obtain the benefits of money or
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other property in escrow as provided in paragraph (g)(6) of this
section, but had not expressly limited B’s rights to receive, pledge,
borrow, or otherwise obtain the benefits of that money or other
property, the escrow account would not have been a qualified escrow
account. Consequently, paragraph (g)(3)(1) of this section would not
have been applicable in determining whether B was in actual or
constructive receipt of that money or other property before B
received real property K.

Example 4. (1) On May 1, 1991, B enters into an agreement to sell
real property X to D for $100,000 on May 17, 1991. However, D is
unwilling to participate in a like-kind exchange. B thus enters into an
exchange agreement with C whereby B retains C to facilitate an
exchange with respect to real property X. C is not a disqualified
person as described in paragraph (k) of this section. In the exchange
agreement between B and C, B assigns to C all of B’s rights in the
agreement with D. The exchange agreement expressly limits B's
rights to receive, pledge, borrow, or otherwise obtain the benefits of
money or other property held by C as provided in paragraph (g)(6)
of this section. On May 17, 1991, B notifies D in writing of the
assignment. On the same date, B executes and delivers to D a deed
conveying real property X to D. D pays $10,000 to B and $90,000
to C. On June 1, 1991, B identifies real property L as replacement
property. On July 5, 1991, B enters into an agreement to purchase
real property L from E for $90,000, assigns its rights in that
agreement to C, and notifies E in writing of the assignment. On
August 9, 1991, C pays $90,000 to E, and E executes and delivers
to B a deed conveying real property L to B.

(i) The exchange agreement entered into by B and C satisfied the
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requirements of paragraph (g)(4)(iii)(B) of this section. Because B's
rights in its agreements with D and E were assigned to C, and D and
E were notified in writing of the assignment on or before the transfer
of real properties X and L, respectively, C is treated as entering into
those agreements. Because C is treated as entering into an agreement
with D for the transfer of real property X and, pursuant to that
agreement, real property X was transferred to D, C is treated as
acquiring and transferring real property X. Similarly, because C is

treated as entering into an agreement with E for the transfer of
real property K and, pursuant to that agreement, real property K was
transferred to B, C is treated as acquiring and transferring real
property K. This result is reached for purposes of this section
regardless of whether C was B’s agent under state law and
regardless of whether C is considered, under general tax principles, to
have acquired title or beneficial ownership of the properties. Thus, C
was a qualified intermediary.

(iii) The exchange agreement between B and C expressly limited
B's rights to receive, pledge, borrow, or otherwise obtain the benefits
of the money held by C as provided in paragraph (g)(6) of this
section. Thus, B did not have the immediate ability or unrestricted
right to receive money or other property held by C before B received
real property L. For purposes of section 1031 and this section,
therefore, B is determined not to be in actual or constructive receipt
of the $90,000 held by C before B received real property L. In
addition, the transfer of real property X by B and B’s acquisition of
real property L qualify

as an exchange under section 1031. See paragraph (j) of this

section for determining the amount of gain or loss recognized.
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Example 5. (i) On May 1, 1991, B enters into an agreement to sell
real property X to D for $100,000. However, D is unwilling to
participate in a like—kind exchange. B thus enters into an agreement
with C whereby B retains C to facilitate an exchange with respect
to real property X. C is not a disqualified person as described in
paragraph (k) of this section. The agreement between B and C
expressly limits B's rights to receive, pledge, borrow, or otherwise
obtain the benefits of money or other property held by C as provided
in paragraph (g)(6) of this section. C neither enters into an
agreement with D to transfer real property X to D nor is assigned B's
rights in B's agreement to sell real property X to D. On May 17,
1991, B transfers real property X to D and instructs D to transfer the
$100,000 to C. On June 1, 1991, B identifies real property M as
replacement property. On August 9, 1991, C purchases real property
L from E for $100,000, and E executes and delivers to C a deed
conveying real property M to C. On the same date, C executes and
delivers to B a deed conveying real property M to B.

(i) Because B transferred real property X directly to D under B's
agreement with D, C did not acquire real property X from B and
transfer real property X to D. Moreover, because C did not acquire
legal title to real property X, did not enter into an agreement with
D to transfer real property X to D, and was not assigned B’s rights
in B’s agreement to sell real property X to D, C is not treated as
acquiring and transferring real property X. Thus, C was not a
qualified intermediary and paragraph (g)(4))(1) of this section does
not apply.

(i) B did not exchange real property X for real property M.
Rather, B sold real property X to D and purchased, through C, real
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property M. Therefore, the transfer of real property X does not

qualify for nonrecognition of gain or loss under section 1031.
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L -

1. Overview of Act

(1) This Act imposes charges to income tax under—
(@) Part 2 (trading income),
(b) Part 3 (property income),

(c) Part 4 (savings and investment income), and

(d) Part 5 (certain miscellaneous income).
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(2) Those charges to tax have effect for the purposes of section
1(1) of ICTA (the general charge to income tax).

(3) Exemptions from those charges are dealt with in Part 6
(exempt income) but any Part 6 exemptions which are most
obviously relevant to particular types of income are also mentioned in

the provisions about those types of income.

(4) What is or is not mentioned in those provisions does not limit
the effect of Part 6.

(5) This Act also contains—
(a) provision about rent-a—room relief and foster—care relief (see
Part 7),
(b) special rules for foreign income (see Part 8),
(c) special rules for partnerships (see Part 9), and
(d) certain calculation rules and general provisions (see Part 10).

(6) For abbreviations and defined expressions used in this Act, see
section 885 and Schedule 4.

2) 7k 2] 7Nt
A3z= A2AMPART 2 TRADING INCOME)9] 7#zFo]ch
T8 v 2k

3 Overview of Part 2

(1) This Part imposes charges to income tax under—
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(a) Chapter 2 (the profits of a trade, profession or vocation
which meet the territorial conditions mentioned in section 6),

(b) Chapter 17 (amounts treated as adjustment income under
section 228), and

(c) Chapter 18 (post-cessation receipts that are chargeable
under this Part).

(2) Part 6 deals with exemptions from the charges under this

Part.

(3) See, in particular, the exemptions under sections 777 (VAT
repayment supplements) and 778 (incentives to use electronic

communications).

(4) The charges under this Part apply to non-UK residents as well
as UK residents but this is subject to sections 6(2) and (3) and
243(3) and (4) (charges on non-UK residents only on UK income).

(5) The rest of this Part contains rules relevant to the charges to
tax under this Part.

(6) This section needs to be read with the relevant priority rules

(see sections 2 and 4).
e
o] &xF2] Al gk oldl=E SFAIF]7]
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establishments

Section 71: Educational establishments

Section 72: Payroll deduction schemes: contributions to agents’
expenses

Section 73: Counselling and other outplacement services

Section 74: Retraining courses

Section 75 Retraining courses: recovery of tax

Sections 76 to 80: Redundancy payments etc

Section 76: Redundancy payments and approved contractual
payments

Section 77: Payments in respect of employment wholly in employer’s
trade

Section 78 Payments in respect of employment in more than one
capacity

Section 79: Additional payments

Section 80: Payments made by the Government

Section 81: Personal security expenses

Section 82: Contributions to local enterprise organisations or urban
regeneration companies

Section 83: Meaning of “local enterprise organisation”

Section 84: Approval of local enterprise agencies

Section 8. Supplementary provisions with respect to approvals

Section 86: Meaning of “urban regeneration company”

Section 87: Expenses of research and development
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Section 88: Payments to research associations, universities etc
Section 89: Expenses connected with patents

Section 90: Expenses connected with designs or trade marks
Section 91: Payments to Export Credits Guarantee Department
Section 92: Expenses connected with foreign trades

Section 93: Allocation of expenses

Section HM4: Family expenses

Chapter 6: Trade Profits: Receipts

Section 95! Profession and vocations

Section 96: Capital receipts

Section 97: Debts incurred and later released

Section 98: Acquisition of trade: receipts from transferor’s trade
Section 99: Reverse premiums

Section 100: Excluded cases

Section 101: Tax treatment of reverse premiums

Section 102: Arrangements not at arm’s length

Section 103: Connected persons and property arrangements
Section 104: Distribution of assets of mutual concerns
Section 105 Industrial development grants

Section 106: Sums recovered under insurance policies etc.

Chapter 7: Trade profits: gifts to charities etc.

Section 107: Professions and vocations

Section 108: Gifts of trading stock to charities etc.

Section 109: Receipt by donor or connected person of benefit
attributable to certain gifts

Section 110: Meaning of “designated educational establishment”



Chapter 8. Trade profits: Herd basis rules

Section 111:
Section 112
Section 113:
Section 114:
Section 115:
Section 116:
Section 117

Section 118:
Section 119:
Section 120:
Section 121:
Section 122
Section 123:
Section 124:
Section 125:
Section 126:
Section 127:
Section 128:
Section 129:

Election for application of herd basis rules
Meaning of “animal”, “herd”, “production herd” etc.
Other interpretative provisions

Initial cost of herd and value of herd

Addition of animals to herd

Replacement of animals in herd

Amount of receipt if old animal slaughtered under
disease control order

Sale of animals from herd

Sale of whole or substantial part of herd

Acquisition of new herd begun within 5 years of sale

Section 120: sale outside farmer’s control

Replacement of part sold begun within 5 years of sale

Section 122 sale outside farmer’s control

Herd basis elections

Five year gap in which no production herd kept
Slaughter under disease control order
Preventing abuse of the herd basis rules
Information if election made

Further assessment etc. if herd basis rules apply

Chapter 9: Trade profits: films and sound recordings

Section 130:
Section 131:
Section 132

Section 133:

Expenditure to which this Chapter applies
Meaning of “film” and related expressions
Meaning of “original master version” and “certified
master version”

Meaning of “relevant period”
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Section 134: Expenditure treated as revenue in nature

Section 135: Films and sound recordings: production or acquisition
expenditure

Section 136: Application of provisions about certified master versions

Section 137: Certified master versions: preliminary expenditure

Section 138: Certified master versions: production or acquisition
expenditure

Section 139: Certified master versions: production expenditure on
limited-budget films

Section 140: Certified master versions: acquisition expenditure on
limited-budget films

Section 141: Meaning of “total production expenditure”

Section 142: When expenditure is incurred

Section 143: Election for sections 134 to 140 not to apply

Section 144: Meaning of “genuinely intended for theatrical release”

Chapter 10: Trade profits: certain telecommunication rights
Section 145! Professions and vocations

Section 146: Meaning of “relevant telecommunication right”
Section 147: Expenditure and receipts treated as revenue in nature

Section 148: Credits or debits arising from revaluation

Chapter 11: Trade Profits: Other specific trades

Section 149: Taxation of amounts taken to reserves

Section 150: Conversion etc. of securities held as circulating capital
Section 151: Exchanges of gilts for gilts strips

Section 152: Consolidation of gilt strips

Section 153: Meaning of “gilt-edged security” and “strip”



Section 14:

Section 155
Section 156:
Section 157:
Section 158:
Section 159:
Section 160:

Section 161:
Section 162:
Section 163:
Section 164:
Section 165:
Section 166:
Section 167:
Section 168:
Section 169:
Section 170:
Section 171:
Section 172

=]
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Regulations for determining market value of securities
or strips

Levies and repayments under FISMA 2000
Purchase or sale of woodlands

Relief in respect of mineral royalties

Lease premiums etc.: reduction of receipts
Ministers of religion

Alternative basis of calculation in early years of
practice

Mineral exploration and access

Payments by persons liable to pool betting duty
Deduction for deemed employment payment
Special rules for partnerships

Deduction for site preparation expenditure
Allocation of site preparation expenditure

Site preparation expenditure: supplementary

Site restoration payments

Cemeteries and crematoria: introduction
Deduction for capital expenditure

Allocation of ancillary capital expenditure

Exclusion of expenditure met by subsidies

Chapter 12: Trade profits: valuation of stock and work in progress

Section 173:
Section 174:
Section 175:
Section 176:
Section 177:

Valuation of trading stock on cessation

Meaning of “trading stock”

Basis of valuation of trading stock

Sale basis of valuation: sale to unconnected person

Sale basis of valuation: sale to connected person
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Section 178 Sale basis of valuation: election by connected persons
Section 179: Connected persons

Section 180: Cost to buyer of stock valued on sale basis of valuation
Section 181: Meaning of “sale” and related expressions

Section 1820 Valuation of work in progress on cessation

Section 183: Meaning of “work in progress”

Section 184: Basis of valuation of work in progress

Section 185: Election for valuation at cost

Section 186: Determination of questions by Commissioners

Chapter 13: Deductions from profits: unremittable amounts
Section 187: Professions and vocations

Section 188: Application of Chapter

Section 189: Relief for unremittable amounts

Section 190: Restrictions on relief

Section 191: Withdrawal of relief

Chapter 14: Disposal and acquisition of know-how

Section 192: Meaning of “know-how” etc.

Section 193 Disposal of know—how if trade continues to be carried on

Section 194: Disposal of know—how as part of disposal of all or part
of a trade

Section 195 Seller controlled by buyer etc.

Chapter 15: Basis periods

Section 196: Professions and vocations
Section 197: Meaning of “accounting date”
Section 198 General rule

Section 199: First tax year



Section 200:
Section 201:
Section 202
Section 203:
Section 204:
Section 205
Section 206:
Section 207:

Section 208:
Section 209:
Section 210:
Section 211:
Section 212

Section 213:

Section 214:
Section 215:
Section 216:
Section 217:

Section 218:
Section 219:
Section 220:

Second tax year

Tax year in which there is no accounting date

Final tax year

Apportionment etc. of profits to basis periods
Meaning of “overlap period” and “overlap profit”
Deduction for overlap profit in final tax year
Restriction on bringing losses into account twice
Treatment of business start-up payments received in
an overlap period

When the late accounting date rules apply

Rule if there is an accounting date

Rules if there is no accounting date

Treating middle date as accounting date
Consequence of treating middle date as accounting
date

Circumstances in which middle date not treated as
accounting date

When a change of accounting date occurs

Change of accounting date in third tax year

Change of accounting date in later tax year
Conditions for basis period to end with new accounting
date

Commercial reasons for change of accounting date
The year after an ineffective change of accounting date
Deduction for overlap profit on change of accounting
date
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Chapter 16: Averaging profits of farmers and creative artists
Section 221: Claim for averaging of fluctuating profits
Section 222 Circumstances in which claim may be made
Section 223: Adjustment of profits

Section 224: Effect of adjustment

Section 225 Effect of later adjustment of profits

Chapter 17 Adjustment income

Section 226: Professions and vocations

Section 227: Application of Chapter

Section 228: Adjustment income and adjustment expense

Section 229: Income charged

Section 230: Person liable

Section 231: Calculation of the adjustment

Section 232: Treatment of adjustment income

Section 233: Treatment of adjustment expense

Section 234: No adjustment for certain expenses previously brought
into account

Section 235: Cases where adjustment not required until assets
realised or written off

Section 236: Change from realisation basis to mark to market

Section 237: Election for spreading if section 236 applies

Section 238: Spreading on ending of exemption for barristers and
advocates

Section 239: Election to accelerate charge under section 238

Section 240: Liability of personal representatives if person liable
dies



Chapter 18: Post—cessation receipts

Section 241:
Section 242:
Section 243:
Section 244:
Section 245:
Section 246:
Section 247:

Section 248:
Section 249:
Section 250:
Section 251:

Section 252:
Section 253:

Section 254:
Section 255:
Section 256:
Section 257

Professions and vocations

Charge to tax on post-cessation receipts

Extent of charge to tax

Income charged

Person liable

Basic meaning of “post-cessation receipt”

Other rules about what counts as post—cessation
receipts

Debts paid after cessation

Debts released after cessation

Receipts relating to post-cessation expenditure
Transfer of rights if transferee does not carry on
trade

Transfer of trading stock or work in progress
Lump sums paid to personal representatives for
copyright etc.

Allowable deductions

Further rules about allowable deductions
Treatment of post—cessation receipts

Election to carry back

Chapter 19: Miscellaneous and supplementary

Section 258:
Section 259
Section 262:
Section 291:
Section 297: Taking account of reductions in corporation tax receipts

Changes in trustees and personal representatives
Meaning of “statutory insolvency arrangement”
Priority between Chapters within Part 3

Deductions for expenses under section 292
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Section 302: Claim for repayment of tax payable by virtue of section

28

Chapter 5: Profits of property businesses: other rules about receipts

and deductions

Section 308:
Section 309:
Section 310:

Section 311:
Section 312
Section 313:
Section 314:
Section 315:
Section 316:

Section 317:
Section 318:

Section 319:

Section 320:

Section 321:

Furnished lettings

Rent-a-room relief

Acquisition of business: receipts from transferor’'s UK
property business

Reverse premiums

Deduction for expenditure on energy saving items
Restrictions on relief

Regulations

Deduction for expenditure on sea walls

Transfer of interest in premises

Ending of lease of premises

Transfer involving company within the charge to
corporation tax

Relief in respect of mineral royalties

Nature of item apportioned on sale of estate or interest
in land

Mutual business

Chapter 6: Commercial letting of furnished holiday accommodation

Section 322:
Section 323

Section 324:

Introduction
Meaning of “commercial letting of furnished holiday
accommodation”

Meaning of “relevant period” in sections 325 and 326



Section 325:
Section 326:

Section 327:
Section 328:

Meaning of “qualifying holiday accommodation”
Under—used holiday accommodation: averaging
elections

Capital allowances and loss relief

Earned income and relevant UK earnings for pension

purposes

Chapter 7 Adjustment income

Section 329:
Section 330
Section 331:
Section 332
Section 333:
Section 334:

Application of Chapter

Adjustment income and adjustment expense
Income charged

Person liable

Treatment of adjustment income

Treatment of adjustment expense

Chapter 8 Rent receivable in connection with a UK section 12(4)

Section 335:

Section 336:

Section 337:

Section 338:

Section 339:

Section 340:
Section 341:

concern
Charge to tax on rent receivable in connection with a
UK section 12(4) concern

Meaning of “rent receivable in connection with a UK
section 12(4) concern”.

Income charged

Person liable

Deduction for management expenses of owner of
mineral rights

Relief in respect of mineral royalties

Meaning of “mineral lease or agreement” and “mineral

royalties”
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Section 342: Extended meaning of “mineral royalties” etc. in
Northern Ireland
Section 343: Power of Board to determine what counts as “mineral

royalties”

Chapter 10: Post-cessation receipts

Section 349: Charge to tax on post—cessation receipts

Section 354: Other rules about what counts as a “post—cessation
receipt”

Section 355: Transfer of rights if transferee does not carry on UK
property business

Section 306: Application to Schedule A businesses

Chapter 11: Overseas property income

Section 357: Charge to tax on overseas property income

Chapter 12: Supplementary

Section 361: Changes in trustees and personal representatives

Section 362: Effect of company starting or ceasing to be within
charge to income tax

Section 363: Overseas property businesses and overseas land:
adaptation of rules

Section 364: Meaning of “lease” and “premises”

PART 4 SAVINGS AND INVESTMENT INCOME
CHAPTER 1 INTRODUCTION

365 Overview of Part 4

366 Provisions which must be given priority over Part 4



367 Priority between Chapters within Part 4
368 Territorial scope of Part 4 charges

CHAPTER 2 INTEREST
Charge to tax on interest
369 Charge to tax on interest
370 Income charged

371 Person liable

Other income taxed as interest

372 Building society dividends

373 Open-ended investment company interest distributions
374 Date when interest payments under section 373 made
375 Interpretation of sections 373 and 374

376 Authorised unit trust interest distributions

377 Date when interest payments under section 376 made
378 Interpretation of sections 376 and 377

379 Industrial and provident society payments

380 Funding bonds

3381 Discounts

CHAPTER 3 DIVIDENDS ETC. FROM UK RESIDENT
COMPANIES ETC.

Introduction

382 Contents of Chapter

Charge to tax on dividends and other distributions
383 Charge to tax on dividends and other distributions
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384 Income charged
38 Person liable

Amounts treated as dividends

386 Open-ended investment company dividend distributions
387 Date when dividends paid under section 386

383 Interpretation of sections 386 and 387

339 Authorised unit trust dividend distributions

390 Date when dividends paid under section 389

391 Interpretation of sections 3389 and 390

Shares in approved share incentive plans (“SIPs”)
392 SIP shares: introduction

393 Later charge where cash dividends retained in SIPs are paid over
34 Distribution when dividend shares cease to be subject to SIP

39% Reduction in tax due in cases within section 394
396 Interpretation of sections 392 to 3%

Tax credits and payment and deduction of tax

397 Tax credits for qualifying distributions: UK residents and eligible

non-UK residents

398 Increase in amount or value of dividends where tax credit

available

399 Qualifying distributions received by persons not entitled to tax

credits
400 Non—qualifying distributions
401 Relief: qualifying distribution after linked non-qualifying
distribution



CHAPTER 4 DIVIDENDS FROM NON-UK RESIDENT
COMPANIES

Charge to tax on dividends from non-UK resident companies

402 Charge to tax on dividends from non-UK resident companies

403 Income charged

404 Person liable

Shares in approved share incentive plans (“SIPs”)

405 SIP shares: introduction

406 Later charge where cash dividends retained in SIPs are paid
over

407 Dividend payment when dividend shares cease to be subject to
SIP

408 Reduction in tax due in cases within section 407

CHAPTER 5 STOCK DIVIDENDS FROM UK RESIDENT
COMPANIES

409 Charge to tax on stock dividend income

410 When stock dividend income arises

411 Income charged

412 Cash equivalent of share capital

413 Person liable

414 Income tax treated as paid

CHAPTER 6 RELEASE OF LOAN TO PARTICIPATOR IN
CLOSE COMPANY

415 Charge to tax under Chapter 6

416 Income charged
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417 Person liable

418 Relief where borrowers liable as settlors

419 Loans and advances to persons who die

420 Loans and advances to trustees of trusts that have ended
421 Income tax treated as paid

CHAPTER 7 PURCHASED LIFE ANNUITY PAYMENTS
422 Charge to tax on purchased life annuity payments

423 Meaning of “purchased life annuity”

424 Income charged

425 Person liable

426 Annuity payments received after deduction of tax

CHAPTER 8 PROFITS FROM DEEPLY DISCOUNTED
SECURITIES

Charge to tax under Chapter 8

427 Charge to tax on profits from deeply discounted securities

428 Income charged

429 Person liable

Deeply discounted securities

430 Meaning of “deeply discounted security”

431 Excluded occasions of redemption

432 Securities which are not deeply discounted securities
433 Meaning of “excluded indexed security”

434 Securities issued in separate tranches: preliminary
435 Securities 1ssued in separate tranches: basic rule

436 Deeply discounted securities issued in separate tranches: nominal



value rule

Disposals
437 Transactions which are disposals

438 Timing of transfers and acquisitions

Calculating profits

439 Calculating the profit from disposals
440 Market value disposals

441 Market value acquisitions

447 Securities issued in accordance with qualifying earn—out right

Special rules for strips of government securities

443 Application of this Chapter to strips of government securities

444 Meaning of “strip” in Chapter 8

445 Strips of government securities: acquisitions and disposals

446 Strips of government securities: relief for losses

447 Restriction of profits on strips by reference to original acquisition
cost

448 Restriction of losses on strips by reference to original acquisition
cost

449 Strips of government securities: manipulation of acquisition,
transfer or redemption payments

450 Market value of strips etc.

45] Market value of strips etc. quoted in foreign stock exchange lists

452 Power to modify this Chapter for strips

Special rules for listed securities held since 26th March 2003
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453 Application of sections 454 to 456

454 Listed securities held since 26th March 2003: relief for losses

455 Listed securities held since 26th March 2003: calculating the
profit or loss on disposals

456 Securities issued to connected persons etc. at excessive price:

subsequent transfers to connected persons

Trustees
457 Trustees
458 Non-UK resident trustees

Miscellaneous and supplementary
459 Transfer of assets abroad
460 Minor definitions

CHAPTER 9 GAINS FROM CONTRACTS FOR LIFE
INSURANCE ETC.

Charge to tax under Chapter 9

461 Charge to tax under Chapter 9

462 When gains arise from policies and contracts

463 Income charged

Person liable etc.

464 Person liable for tax: introduction

465 Person liable! individuals

466 Person liable: personal representatives

467 Person liable: UK resident trustees

468 Non-UK resident trustees and foreign institutions



469 Two or more persons interested in policy or contract
470 Interests in rights under a policy or contract for section 469
471 Determination of shares etc.

472 Trusts created by two or more persons

Policies and contracts to which Chapter 9 applies

473 Policies and contracts to which Chapter 9 applies: general

474 Special rules: qualifying policies

475 Special rules: personal portfolio bonds

476 Special rules: foreign policies

477 Special rules: certain older policies and contracts

478 Exclusion of mortgage repayment policies

479 Exclusion of pension policies

480 Exclusion of excepted group life policies

481 Excepted group life policies: conditions about benefits

482 Excepted group life policies: conditions about persons intended to
benefit

483 Exclusion of credit union group life policies

‘When chargeable events occur: general

484 When chargeable events occur

485 Disregard of certain events in relation to qualifying policies

486 Exclusion of maturity of capital redemption policies in certain
circumstances

487 Disregard of certain assignments

483 Disregard of some events after alterations of life insurance policy
terms

489 Conditions applicable to alterations of life insurance policy terms
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490 Last payment under guaranteed income bonds etc. treated as

total surrender

Calculating gains: general

491 Calculating gains: general rules

492 The total benefit value of a policy or contract

493 The value of a policy or contract

494 The total allowable deductions for a policy or contract

49 Disregard of certain amounts in calculating gains under section

491

4% Modification of section 494: qualifying endowment policies held
as security for company debts

497 Disregard of trivial inducement benefits

Part surrenders and assignments: periodic calculations and excess

events

498 Requirement for periodic calculations in part surrender or
assignment cases

499 Meaning of “insurance year” and “final insurance year”

500 Events treated as part surrenders

501 Part surrenders: loans

502 Exception from section 501 for loans to buy life annuities

503 Exception from section 501 for certain loans under qualifying
policies

504 Part surrenders: payments under guaranteed income bonds etc.

506 Assignments etc. involving co—ownership

506 Assignments occurring when there is a co-ownership transaction

507 Method for making periodic calculations under section 498



508 The value of rights partially surrendered or assigned
509 Chargeable events in certain cases where periodic calculations

show gains

Transaction-related calculations and part surrender or assignment

events

510 Requirement for transaction—related calculations in certain part
surrender and assignment cases

511 Method for making transaction—related calculations under section

510

512 Awvailable premium left for relevant transaction

513 Special rules for part surrenders and assignments in final
insurance year

514 Chargeable events where transaction-related calculations show

gains

Personal portfolio bonds

515 Requirement for annual calculations in relation to personal
portfolio bonds

516 Meaning of “personal portfolio bond”

517 Policies and contracts which are not personal portfolio bonds

518 The index categories

519 The index selection conditions

520 The property categories

521 The property selection conditions

522 Method for making annual calculations under section 515

523 The total amount of personal portfolio bond excesses

524 The total amount of part surrender gains
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525 Chargeable events where annual calculations show gains
526 Power to make regulations about personal portfolio bonds

Reductions from gains

527 Reduction for sums taken into account otherwise than under
Chapter 9

528 Reduction in amount charged: non-UK resident policy holders
529 Exceptions to section 528

Income tax treated as paid and reliefs

530 Income tax treated as paid etc.

531 Exceptions to section 530

532 Relief for policies and contracts with European Economic Area
insurers

533 Meaning of “comparable EEA tax charge”

534 Regulations providing for relief in other cases where foreign tax
chargeable

535 Top slicing relief

536 Top slicing relieved liahility: one chargeable event

537 Top slicing relieved liability: two or more chargeable events

538 Recovery of tax from trustees

Deficiencies

539 Relief for deficiencies

50 When deficiencies arise: events following calculation events
541 Calculation of deficiencies

Supplementary



M2 Replacement of qualifying policies

A3 Issue time of qualifying policy replacing foreign policy

4 Application of Chapter to policies and contracts in which
companies interested

545 Minor definitions

6 Table of provisions subject to special rules for older policies and

contracts

CHAPTER 10 DISTRIBUTIONS FROM UNAUTHORISED UNIT
TRUSTS

M7 Charge to tax under Chapter 10

48 Income charged

49 Person liable

550 Income tax treated as paid

CHAPTER 11 TRANSACTIONS IN DEPOSITS

551 Charge to tax on profits from disposal of deposit rights
552 Meaning of “deposit rights”

963 Income charged

554 Person liable

CHAPTER 12 DISPOSALS OF FUTURES AND OPTIONS
INVOLVING GUARANTEED RETURNS

Charge to tax under Chapter 12

555 Charge to tax under Chapter 12

556 Income charged

557 Person liable

558 Meaning of “future”, “option” etc.
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When disposals involve guaranteed returns
559 When disposals involve guaranteed returns
560 Production of guaranteed returns

561 The return from one or more disposals

‘When disposals of futures and options occur

562 When disposals of futures and options occur: general

563 Timing of certain grants of options where related disposals occur
later

564 Deemed disposal where futures run to delivery or options are
exercised

565 Interpretation of section 564

06 When transactions are related

Losses
567 Losses

Trustees

568 Special rule for certain income of trustees

Transfer of assets abroad
569 Anti—avoidance: transfer of assets abroad

CHAPTER 13 SALES OF FOREIGN DIVIDEND COUPONS
570 Charge to tax under Chapter 13

571 Meaning of “foreign holdings” etc.

572 Income charged

573 Person liable



PART 5 MISCELLANEOUS INCOME

CHAPTER 1 INTRODUCTION

574 Overview of Part 5

575 Provisions which must be given priority over Part 5
576 Priority between Chapters within Part 5

577 Territorial scope of Part 5 charges

CHAPTER 2 RECEIPTS FROM INTELLECTUAL PROPERTY
Introduction
578 Contents of Chapter

Charge to tax on non-trading income from intellectual property

579 Charge to tax on royalties and other income from intellectual
property

580 Income charged under section 579

931 Person liable for tax under section 579

582 Deductions in calculating certain income charged under section
579

Disposals of know-how

583 Charge to tax on income from disposals of know-how
584 Exceptions to charge under section 583

58 Income charged under section 583

536 Person liable for tax under section 583

Sales of patent rights
587 Charge to tax on income from sales of patent rights
588 Income charged under section 587
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939 Person liable for tax under section 587

590 UK resident sellers: spreading rules

591 Non-UK resident sellers: election for spreading

592 Further provision about elections for spreading: instalments
593 Death of seller

594 Winding up of a body corporate

5% Deduction of tax from payments to non-UK residents

5% Adjustments where tax has been deducted

597 Licences connected with patents

598 Rights to acquire future patent rights

599 Sums paid for Crown use etc. treated as paid under licence

Relief from income tax on patent income
600 Relief for expenses: patent income

601 How relief is given under section 600

Payments received after deduction of tax
602 Payments received after deduction of tax

Supplementary

603 Contributions to expenditure

604 Contributions not made by public bodies nor eligible for tax relief
605 Exchanges

606 Apportionment where property sold together

607 Questions about apportionments affecting two or more persons
608 Meaning of “capital sums” etc.

CHAPTER 3 FILMS AND SOUND RECORDINGS: NON-TRADE



BUSINESSES
609 Charge to tax on films and sound recordings businesses
610 Income charged
611 Person liable
612 Calculation of income
613 Application of trading income rules to non—trade businesses

CHAPTER 4 CERTAIN TELECOMMUNICATION RIGHTS:
NON-TRADING INCOME

614 Charge to tax on certain telecommunication rights of a
non-trader

615 Income charged

616 Person liable

617 Deductions in calculating certain income charged

618 Payments received after deduction of tax

CHAPTER 5 SETTLEMENTS: AMOUNTS TREATED AS
INCOME OF SETTLOR

Charge to tax under Chapter 5

619 Charge to tax under Chapter 5

620 Meaning of “settlement” and “settlor”

Income charged and person liable
621 Income charged
622 Person liable

Rules for calculating income
623 Calculation of income
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Income treated as income of settlor: retained interests
624 Income where settlor retains an interest

620 Settlor’s retained interest

626 Exception for outright gifts between spouses

627 Exceptions for certain types of income

628 Exception for gifts to charities

Income treated as income of settlor: unmarried children
629 Income paid to unmarried minor children of settlor
630 Exception for gifts to charities

631 Retained and accumulated income

632 Offshore income gains

Capital sums treated as income of settlor: trustees’ payments
633 Capital sums paid to settlor by trustees of settlement
634 Meaning of “capital sum” and “sums paid to settlor”

635 Amount of available income

636 Calculation of undistributed income

637 Qualifications to section 636

Trustees’ payments: further provisions
638 Capital sums paid by way of loan or repayment of loan
639 Loans to participators in close companies

640 Grossing—up of deemed income

Capital sums treated as income of settlor: connected bodies
641 Capital sums paid to settlor by body connected with settlement

642 Exception for certain loans or repayments of loans



643 Interpretation of sections 641 and 642

Settlements by two or more settlors
644 Application to settlements by two or more settlors

645 Property or income originating from settlor

Other supplementary provisions
646 Adjustments between settlor and trustees etc.
647 Power to obtain information

648 Income arising under a settlement

CHAPTER 6 BENEFICIARIES’ INCOME FROM ESTATES IN
ADMINISTRATION

Charge to tax on estate income

649 Charge to tax on estate income

650 Absolute, limited and discretionary interests

651 Meaning of “UK estate” and “foreign estate”

Types of estate income

652 Estate income: absolute interests in residue

653 Meaning of “the administration period” and “the final tax year”
654 Estate income: limited interests in residue

605 Estate income: discretionary interests in residue

Income charged and person liable
656 Income charged: UK estates
657 Income charged: foreign estates
658 Special rules for foreign income
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659 Person liable

Basic amount of estate income: general calculation rules

660 Basic amount of estate income: absolute interests

661 Basic amount of estate income: limited interests

662 Basic amount of estate income: discretionary interests

663 The applicable rate for grossing up basic amounts of estate
income

664 The aggregate income of the estate

Further provisions for calculating estate income relating to absolute

interests

665 Assumed income entitlement

666 The residuary income of the estate

667 Shares of residuary income of estate

668 Reduction in share of residuary income of estate

669 Reduction in residuary income: inheritance tax on accrued
income

670 Applicable rate for determining assumed income entitlement
(UK estates)

Special rules for successive interests

671 Successive absolute interests

672 Successive interests: assumed income entitlement of holder of
absolute interest following limited interest

673 Successive interests: payments in respect of limited interests
followed by absolute interests

674 Successive interests: holders of limited interests
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675 Basic amount of estate income: successive limited interests
676 Apportionments

Relief where foreign estates have borne UK income tax

677 Relief where UK income tax borne by foreign estate: absolute
interests

678 Relief where UK income tax borne by foreign estate: limited and

discretionary interests

General

679 Income from which basic amounts are treated as paid

630 Income treated as bearing income tax

681 Transfers of assets etc. treated as payments

632 Assessments, adjustments and claims after the administration
period

CHAPTER 7 ANNUAL PAYMENTS NOT OTHERWISE
CHARGED

683 Charge to tax on annual payments not otherwise charged

684 Income charged

685 Person liable

686 Payments received after deduction of tax

CHAPTER 8 INCOME NOT OTHERWISE CHARGED
687 Charge to tax on income not otherwise charged
688 Income charged

689 Person liable
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PART 6 EXEMPT INCOME
CHAPTER 1 INTRODUCTION
690 Overview of Part 6

CHAPTER 2 NATIONAL SAVINGS INCOME

691 National Savings Bank ordinary account interest
692 Income from savings certificates

693 Income from Ulster Savings Certificates

CHAPTER 3 INCOME FROM INDIVIDUAL INVESTMENT
PLANS

6H4 Income from individual investment plans

6% Investment plans

696 Plan managers

697 Special requirements for certain foreign managers

698 Requirements for discharge of foreign institution’s duties

699 Non-entitlement to exemption

700 Information

701 General and supplementary powers

CHAPTER 4 SAYE INTEREST

702 Interest under certified SAYE savings arrangements

703 Meaning of “certified SAYE savings arrangement”

704 Types of arrangements and providers

705 Certification of arrangements

706 Withdrawal and variation of certifications and connected
requirements

707 Authorisation of providers



708 Withdrawal and variation of authorisations

CHAPTER 5 VENTURE CAPITAL TRUST DIVIDENDS

709 Venture capital trust dividends

710 Treatment of shares where annual acquisition limit exceeded
711 Identification of shares after disposals

712 Identification of shares after reorganisations etc.

CHAPTER 6 INCOME FROM FOTRA SECURITIES

713 Introduction: securities free of tax to residents abroad (“FOTRA
securities”)

714 Exemption of profits from FOTRA securities

715 Interest from FOTRA securities held on trust

716 Restriction on deductions etc. relating to FOTRA securities

CHAPTER 7 PURCHASED LIFE ANNUITY PAYMENTS
Partial exemption for purchased life annuity payments

717 Exemption for part of purchased life annuity payments

718 Excluded annuities

719 Extent of exemption under section 717

720 Exempt proportion: term dependent solely on duration of life
721 Exempt sum: term dependent solely on duration of life

722 Consideration for the grant of annuities

723 Determinations

724 Regulations

Immediate needs annuities
725 Annual payments under immediate needs annuities
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726 Meaning of “care provider”

CHAPTER 8 OTHER ANNUAL PAYMENTS
Certain annual payments by individuals

727 Certain annual payments by individuals
728 Commercial payments

729 Payments for non-taxable consideration

730 Foreign maintenance payments

Periodical payments of personal injury damages etc.

731 Periodical payments of personal injury damages

732 Compensation awards

733 Persons entitled to exemptions for personal injury payments etc.
734 Payments from trusts for injured persons

Health and employment insurance payments

735 Health and employment insurance payments

736 Health and employment risks and benefits

737 Period for which payments may be made

738 Risk of significant loss

739 Conditions to be met by policies also providing other benefits

740 Conditions to be met where policies are linked

741 Aggregation of policies where employment ends for health
reasons

742 Meaning of “the insured”

743 Policies for the benefit of others who contribute to premiums

Payments to adopters



744 Payments to adopters: England and Wales
745 Payments to adopters: Scotland

746 Payments to adopters: Northern Ireland
7147 Power to amend sections 744 to 746

Payments by persons liable to pool betting duty
748 Payments by persons liable to pool betting duty

CHAPTER 9 OTHER INCOME

Interest only income

749 Interest paid under repayment supplements

750 Interest from tax reserve certificates

751 Interest on damages for personal injury

752 Interest under employees’ share schemes

753 Interest on repayment of student loan

74 Redemption of funding bonds

795 Interest on foreign currency securities etc. owned by non-UK
residents

756 Which securities and loans are foreign currency ones for section
755

Interest and royalty payments

757 Interest and royalty payments: introduction

7538 Exemption for certain interest and royalty payments
739 The person making the payment

760 The person beneficially entitled to the payment

761 Meaning of “25%6 associates”

762 Interest payments: exemption notices



384

763 Special relationships

764 Application of ICTA provisions about special relationships
765 Anti—avoidance

766 Interest and royalty payments: interpretation

767 Power to amend references to the Directive by order

Income from commercial occupation of woodlands

768 Commercial occupation of woodlands

Housing grants
769 Housing grants

Approved share incentive plan distributions
770 Amounts applied by SIP trustees acquiring dividend shares or

retained for reinvestment

Foreign income of consular officers and employees
771 Relevant foreign income of consular officers and employees
772 Further provisions about Orders under section 771

Income of non-UK residents from certain securities
773 Income from Inter-American Development Bank securities
774 Income from securities issued by designated international

organisations

Other
775 Income towards reducing the national debt
776 Scholarship income



777 VAT repayment supplements

778 Incentives to use electronic communications
779 Gains on commodity and financial futures
780 Disabled person’s vehicle maintenance grant
781 Payments under New Deal 50plus

782 Payments under employment zone programme

CHAPTER 10 GENERAL

783 General disregard of exempt income for income tax purposes

PART 7 INCOME CHARGED UNDER THIS ACT: RENT-A
-ROOM AND FOSTET-CARE RELIEF

CHAPTER 1 RENT-A -ROOM RELIEf

Introduction

784 Overview of Chapter 1

785 Person who qualifies for relief

Basic definitions
786 Meaning of “rent-a-room receipts”
787 Meaning of “residence”

788 Meaning of “total rent-a—-room amount”

Individual’s limit
789 The individual’s limit

70 Exclusive receipts condition

Relief if amount does not exceed limit

791 Full rent-a-room relief: introduction



386

792 Full rent-a-room relief: trading income

793 Full rent—a-room relief: property income

74 Full rent-a-room relief: income chargeable under Chapter 8 of
Part 5

Alternative calculation of profits if amount exceeds limit

7% Alternative calculation of profits: introduction

796 Alternative calculation of profits: trading income

797 Alternative calculation of profits: property income

798 Alternative calculation of profits: income chargeable under
Chapter 8 of Part 5

Elections
799 Election not to apply full relief
800 Election for alternative method of calculating profits

801 Time limit on adjustment of assessment

Interpretation
802 Minor definitions

CHAPTER 2 FOSTER-CARE RELIEF
Introduction
803 Overview of Chapter 2

84 Person who qualifies for relief

Basic definitions
805 Meaning of “foster—care receipts”

806 Meaning of providing foster care



&07 Calculation of “total foster—care receipts”

Individual's limit

808 The individual's limit

809 Share of fixed amount: residence used by more than one foster
carer

810 Share of fixed amount: income period not a year

811 The amount per child

Relief if amount does not exceed limit

812 Full foster—care relief: introduction

813 Full foster—care relief: trading income

814 Full foster—care relief: income chargeable under Chapter 8 of
Part 5

Alternative calculation of profits if amount exceeds limit

815 Alternative calculation of profits: introduction

816 Alternative calculation of profits: trading income

817 Alternative calculation of profits: income chargeable under
Chapter 8 of Part 5

818 Election for alternative method of calculating profits

819 Adjustment of assessment

Periods of account not ending on 5th April
820 Periods of account not ending on 5th April
821 Meaning of “relevant limit”

822 Full relief

823 Alternative method of calculating profits
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Capital allowances for foster carers carrying on trade

824 Capital allowances: introduction

825 Carried forward unrelieved qualifying expenditure

826 Excluded capital expenditure

827 Excluded capital expenditure: subsequent treatment of asset

Overlap profit
828 Overlap profit

PART 8 FOREIGN INCOME: SPECIAL RULES
CHAPTER 1 INTRODUCTION
829 Overview of Part 8

830 Meaning of “relevant foreign income”

CHAPTER 2 RELEVANT FOREIGN INCOME CHARGED ON
REMITTANCE BASIS

Remittance basis

831 Claims for relevant foreign income to be charged on the
remittance basis

832 Relevant foreign income charged on the remittance basis

833 Income treated as remitted: repayment of UK-linked debts

834 Arrangements treated as repayment of UK-linked debts

Relief for delayed remittances
835 Relief for delayed remittances
836 Relief for delayed remittances: backdated pensions

837 Claims for relief on delayed remittances
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CHAPTER 3 RELEVANT FOREIGN INCOME CHARGED ON
ARISING BASIS: DEDUCTIONS AND RELIEFS
838 Expenses attributable to collection or payment of relevant foreign
income
839 Annual payments payable out of relevant foreign income
340 Relief for backdated pensions charged on the arising basis

CHAPTER 4 UNREMITTABLE INCOME

341 Unremittable income! introduction

342 Claim for relief for unremittable income

343 Withdrawal of relief

844 Income charged on withdrawal of relief after source ceases

345 Valuing unremittable income

PART 9 PARTNERSHIPS
Introduction

846 Overview of Part 9

847 General provisions

348 Assessment of partnerships

Calculation of partners’ shares
849 Calculation of firm's profits or losses
&0 Allocation of firm’s profits or losses between partners

&1 Calculations etc. where firm has other income or losses

Firms with trading income
&2 Carrying on by partner of notional trade
853 Basis periods for partners’ notional trades
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Firms with trading and other source income
84 Carrying on by partner of notional business
85 Basis periods for partners’ notional businesses

86 Overlap profits from partners’ notional businesses

Firms with a foreign element
857 Partners to whom the remittance basis may apply

&8 Resident partners and double taxation agreements

Miscellaneous

89 Special provisions about farming and property income
860 Adjustment income

861 Sale of patent rights: effect of partnership changes
862 Sale of patent rights: effect of later cessation of trade
863 Limited liability partnerships

PART 10 GENERAL PROVISIONS
CHAPTER 1 INTRODUCTION
84 Overview of Part 10

CHAPTER 2 GENERAL CALCULATION RULES ETC.
Unpaid remuneration

865 Unpaid remuneration: non-trades and non-property businesses

Employee benefit contributions
866 Employee benefit contributions: non-trades and non-property

businesses



Business entertainment and gifts
867 Business entertainment and gifts: non—trades and non—property

businesses

Social security contributions

868 Social security contributions: non-trades etc.

Penalties, interest and VAT surcharges
869 Penalties, interest and VAT surcharges: non-trades etc.

Crime-related payments
870 Crime-related payments: non-trades and non—property

businesses

Apportionment of profits

871 Apportionment etc. of miscellaneous profits to tax year

Calculation of losses

872 Losses calculated on same basis as miscellaneous income

CHAPTER 3 SUPPLEMENTARY AND GENERAL PROVISIONS
Orders and regulations
873 Orders and regulations made by Treasury or Board

Interpretation
874 Activities in UK sector of continental shelf
875 Meaning of “caravan”

876 Meaning of “farming” and related expressions
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877 Meaning of grossing up

878 Other definitions

879 Interpretation: Scotland

830 Interpretation: Northern Ireland

General and final

881 Disapplication of corporation tax: section 9 of ICTA
882 Consequential amendments

833 Commencement and transitional provisions etc.

884 Repeals and revocations

835 Abbreviations and general index in Schedule 4

886 Short title



<HZF 2> 22EYdE]ole] A New Tax System
(Goods and Services Tax) Act 1999

Chapter 1 - Introduction

Part 1-1 - Preliminary

Division 1 - Preliminary

1- 1 Short title

1- 2 Commencement

1- 3 Commonwealth-State financial relations

1- 4 States and Territories are bound by the GST law
Part 1-2 - Using this Act
Division 2 - Overview of the GST legislation
2- 1 What this Act is about

2- 5 The basic rules (Chapter 2)

2-10 The exemptions (Chapter 3)

2-15 The special rules (Chapter 4)

2-20 Miscellaneous (Chapter 5)

2-25 Interpretative provisions (Chapter 6)

2-30 Administration, collection and recovery provisions in the

Taxation Administration Act 1953

Division 3 - Defined terms

3- 1 When defined terms are identified

3- 5 When terms are not identified

3-10 Identifying the defined term in a definition

Division 4 - Status of Guides and other non—operative material
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4- 1 Non-operative material

4- 5 Explanatory sections

4-10 Other material
Chapter 2 — The basic rules
Division 5 — Introduction

5- 1 What this Chapter is about

5- 5 The structure of this Chapter
Part 2-1 - The central provisions
Division 7 - The central provisions

7- 1 GST and input tax credits

7- 5 Net amounts

7-10 Tax periods

7-15 Payments and refunds

Part 2-2 - Supplies and acquisitions
Division 9 - Taxable supplies

9- 1 What this Division is about

Subdivision 9-A - What are taxable supplies?

9- 5 Taxable supplies

9-10 Meaning of supply

9-15 Consideration

9-20 Enterprises

9-25 Supplies connected with Australia

9-30 Supplies that are GST-free or input taxed

9-39 Special rules relating to taxable supplies

Subdivision 9-B — Who is liable for GST on taxable supplies?
9-40 Liability for GST on taxable supplies

9-69 Special rules relating to liability for GST on taxable supplies
Subdivision 9-C - How much GST is payable on taxable supplies?



9-70 The amount of GST on taxable supplies
9-75 The value of taxable supplies
9-80 The value of taxable supplies that are partly GST-free or
input taxed
9-8 Value of taxable supplies to be expressed in Australian
currency
9-90 Rounding of amounts of GST
9-99 Special rules relating to the amount of GST on taxable
supplies
Division 11 - Creditable acquisitions
11- 1 What this Division is about
11- 5 What is a creditable acquisition?
11-10 Meaning of acquisition
11-15 Meaning of creditable purpose
11-20 Who 1is entitled to input tax credits for creditable
acquisitions?
11-25 How much are the input tax credits for creditable
acquisitions?
11-30 Acquisitions that are partly creditable
11-99 Special rules relating to acquisitions
Part 2-3 - Importations
Division 13 - Taxable importations
13- 1 What this Division is about
13- 5 What are taxable importations?
13-10 Meaning of non-taxable importation
13-15 Who is liable for GST on taxable importations?
13-20 How much GST is payable on taxable importations?
13-25 The value of taxable importations that are partly non—
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taxable importations
13-99 Special rules relating to taxable importations
Division 15 - Creditable importations
15- 1 What this Division is about
15- 5 What are creditable importations?
15-10 Meaning of creditable purpose
15-15 Who 1is entitled to input tax credits for creditable
importations?
15-20 How much are the input tax credits for creditable
importations?
15-25 Importations that are partly creditable
15-99 Special rules relating to creditable importations
Part 2-4 - Net amounts and adjustments
Division 17 - Net amounts and adjustments
17- 1 What this Division is about
17- 5 Net amounts
17-10 Adjustments
17-15 Working out net amounts using approved forms
17-20 Determinations relating to how to work out net amounts
17-99 Special rules relating to net amounts or adjustments
Division 19 - Adjustment events
19- 1 What this Division is about
19- 5 Explanation of the effect of adjustment events
Subdivision 19-A - Adjustment events
19-10 Adjustment events
Subdivision 19-B - Adjustments for supplies
19-40 Where adjustments for supplies arise
19-45 Previously attributed GST amounts



19-50 Increasing adjustments for supplies
19-55 Decreasing adjustments for supplies
Subdivision 19-C - Adjustments for acquisitions
19-70 Where adjustments for acquisitions arise
19-75 Previously attributed input tax credit amounts
19-80 Increasing adjustments for acquisitions
19-8 Decreasing adjustments for acquisitions
19-99 Special rules relating to adjustment events
Division 21 - Bad debts
21- 1 What this Division is about
21- 5 Writing off bad debts (taxable supplies)
21-10 Recovering amounts previously written off (taxable supplies)
21-15 Bad debts written off (creditable acquisitions)
21-20 Recovering amounts previously written off (creditable
acquisitions)
21-99 Special rules relating to adjustments for bad debts
Part 2-5 - Registration
Division 23 - Who 1is required to be registered and who may be
registered
23— 1 Explanation of Division
23— 5 Who is required to be registered
23-10 Who may be registered
23-15 The registration turnover threshold
23-99 Special rules relating to who is required to be registered or
who may be registered
Division 25 - How you become registered, and how your registration
can be cancelled

Subdivision 25-A - How you become registered
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25— 1 When you must apply for registration

25— 5 When the Commissioner must register you

25-10 The date of effect of your registration

25-15 Effect of backdating your registration

25-49 Special rules relating to registration

Subdivision 25-B - How your registration can be cancelled
25-50 When you must apply for cancellation of registration
25-55 When the Commissioner must cancel registration
25-57 When the Commissioner may cancel your registration
25-60 The date of effect of your cancellation

25—65 Effect of backdating your cancellation of registration
25-99 Special rules relating to cancellation of registration
Part 2-6 — Tax periods

Division 27 — How to work out the tax periods that apply to you
27- 1 What this Division is about

27— 5 General rule - 3 month tax periods

27-10 Election of one month tax periods

27-15 Determination of one month tax periods

27-20 Withdrawing elections of one month tax periods
27-22 Revoking elections of one month tax periods

27-25 Revoking determinations of one month tax periods
27-30 Tax periods determined by the Commissioner to take

account of changes in tax periods

27-35 Changing the days on which your tax periods end
27-37 Special determination of tax periods on request
27-38 Revoking special determination of tax periods

27-40 An entity’s concluding tax period

27-99 Special rules relating to tax periods



Division 29 — What is attributable to tax periods
29— 1 What this Division is about
Subdivision 29-A - The attribution rules
29- 5 Attributing the GST on your taxable supplies
29-10 Attributing the input tax credits for your creditable
acquisitions
29-15 Attributing the input tax credits for your creditable
importations
29-20 Attributing your adjustments
29-25 Commissioner may determine particular attribution rules
29-39 Special rules relating to attribution rules
Subdivision 29-B - Accounting on a cash basis
29-40 Choosing to account on a cash basis
29-45 Permission to account on a cash basis
29-50 Ceasing to account on a cash basis
29-69 Special rules relating to accounting on a cash basis
Subdivision 29-C - Tax invoices and adjustment notes
29-70 Tax invoices
29-75 Adjustment notes
29-80 Tax invoices and adjustment notes not required for low
value transactions
29-99 Special rules relating to tax invoices and adjustment notes
Part 2-7 — Returns, payments and refunds
Division 31 = GST returns
31- 1 What this Division is about
31- 5 Who must give GST returns
31- 8 When GST returns must be given — quarterly tax periods
31-10 When GST returns must be given — other tax periods



400

31-15 The form and contents of GST returns

31-20 Additional GST returns

31-25 Electronic lodgment of GST returns

31-30 Signing GST returns

31-99 Special rules relating to GST returns
Division 33 - Payments of GST

33— 1 What this Division is about

33— 3 When payments of net amounts must be made — quarterly

tax periods
33— 5 When payments of net amounts must be made - other tax
periods

33-10 How payments of net amounts are made

33-15 Payments of amounts of GST on importations

3320 Commissioner may extend time for payment

33-25 Commissioner may bring forward payment date if you are

about to leave Australia

33-30 Net amounts etc. a debt due to the Commonwealth
33-99 Special rules relating to payments of GST

Division 35 - Refunds

35- 1 What this Division is about

35— 5 Entitlement to refund

35-10 When entitlement arises

35-99 Special rules relating to refunds

Part 2-8 — Checklist of special rules

Division 37 - Checklist of special rules

37— 1 Checklist of special rules

Chapter 3- The exemptions

Part 3-1 — Supplies that are not taxable supplies



Division 38 - GST-free supplies

38— 1 What this Division is about
Subdivision 38-A - Food

38- 2 Food

38— 3 Food that is not GST-free

38— 4 Meaning of food

38— 5 Premises used in supplying food

38— 6 Packaging of food

Subdivision 38-B - Health

38— 7 Medical services

38-10 Other health services

38-15 Other government funded health services
38-20 Hospital treatment

38-25 Residential care etc.

38-30 Community care etc.

38-35 Flexible care

38-40 Specialist disability services

38-45 Medical aids and appliances

38-47 Other GST—free health goods

38-50 Drugs and medicinal preparations etc.
38-55 Private health insurance etc.
Subdivision 38-C - Education

38-85 Education courses

38-90 Excursions or field trips

38-9% Course materials

38-97 Lease etc. of curriculum related goods
38-100 Supplies that are not GST-free
38-106 Accommodation at boarding schools etc.



402

38-110 Recognition of prior learning etc.

Subdivision 38-D — Child care

38-140 Child care - registered carers under the family assistance
law

38-145 Child care - approved child care services under the family
assistance law

38-150 Other child care

38-155 Supplies directly related to child care that is GST-free

Subdivision 33-E - Exports and other supplies for consumption
outside Australia

38-185 Exports of goods

38-187 Lease etc. of goods for use outside Australia

38-188 Tooling used by non-residents to manufacture goods for

export
38-190 Supplies of things, other than goods or real property, for
consumption outside Australia

Subdivision 38-F - Religious services

38-220 Religious services

Subdivision 38-G — Activities of charitable institutions, etc

38-250 Nominal consideration etc.

38-255 Second-hand goods

38-260 Supplies of retirement village accommodation etc.

(Subdivision 38-H heading repealed by No 143 of 2004)

38-270 Raffles and bingo conducted by charitable institutions etc.

Subdivision 38-1 — Water, sewerage and drainage

38-285 Water

38-290 Sewerage and sewerage-like services

38-29% Emptying of septic tanks



38-300 Drainage

Subdivision 38-] — Supplies of going concerns

38-325 Supply of a going concern

Subdivision 38-K - Transport and related matters

38-355 Supplies of transport and related matters

38-360 Travel agents arranging overseas supplies
Subdivision 38-L — Precious metals

38-385 Supplies of precious metals

Subdivision 383-M - Supplies through inwards duty free shops

38-415 Supplies through inwards duty free shops

Subdivision 38-N - Grants of land by governments

38-445 Grants of freehold and similar interests by governments

38-450 Leases preceding grants of freehold and similar interests by
governments

Subdivision 38-O - Farm land

38-475 Subdivided farm land

38-480 Farm land supplied for farming

Subdivision 38-P — Cars for use by disabled people

38506 Disabled veterans

38-510 Other disabled people

Subdivision 383-Q - International mail

38540 International mail

Division 40 - Input taxed supplies

40- 1 What this Division is about

Subdivision 40-A - Financial supplies

40- 5 Financial supplies

Subdivision 40-B - Residential rent

40-35 Residential rent
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Subdivision 40-C - Residential premises

40-65 Sales of residential premises

40-70 Supplies of residential premises by way of long-term lease
40-75 Meaning of new residential premises
Subdivision 40-D - Precious metals

40-100 Precious metals

Subdivision 40-E - School tuckshops and canteens

40-130 School tuckshops and canteens

Subdivision 40-F - Fund-raising events conducted by charitable

institutions etc.
40-160 Fund-raising events conducted by charitable institutions
etc.

40-165 Meaning of fund-raising event
Part 3-2 - Non-taxable importations
Division 42 - Non-taxable importations

42- 1 What this Division is about

42— 5 Non-taxable importations — Schedule 4 to the Customs Tariff

Act 199%

42-10 Goods returned to Australia in an unaltered condition
42-15 Goods imported or purchased by overseas travellers
Chapter 4 - The special rules
Division 45 - Introduction

45- 1 What this Chapter is about

45- 5 The effect of special rules

Part 4-1 - Special rules mainly about particular ways entities are

organised
Division 48 - GST groups
48— 1 What this Division is about



Subdivision 48-A - Approval of GST groups

48- 5 Approval of GST groups

48-10 Membership requirements of a GST group

48-15 Relationship of companies and non—companies in a GST
group

Subdivision 48-B - Consequences of approval of GST groups

48-40 Who is liable for GST

48-45 Who 1is entitled to input tax credits

48-50 Adjustments

48-55 GST groups treated as single entities for certain purposes

48-60 GST returns

Subdivision 48-C - Administrative matters

48-70 Changing the membership etc. of GST groups

48-75 Revoking the approval of GST groups

48-80 Notification by representative members

48-85 Date of effect of approvals and revocations

48-90 Notification by the Commissioner

Subdivision 48-D - Ceasing to be a member of a GST group

48-110 Adjustments after you cease to be a member of a GST
group

48-115 Changes 1n extent of creditable purpose after you cease to
be a member of a GST group

Division 49 - GST religious groups

49- 1 What this Division is about

Subdivision 49-A - Approval of GST religious groups

49- 5 Approval of GST religious groups

49-10 Membership requirements of a GST religious group

Subdivision 49-B — Consequences of approval of GST religious groups
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49-30 Supplies between members of GST religious groups
49-35 Acquisitions between members of GST religious groups
49-40 Adjustment events

49-45 Changes in the extent of creditable purpose

49-50 GST religious groups treated as single entities for certain

purposes

Subdivision 49-C - Administrative matters

49-70 Changing the membership etc. of GST religious groups
49-75 Revoking the approval of GST religious groups

49-80 Notification by principal members

49-8& Date of effect of approvals and revocations

49-90 Notification by the Commissioner
Division 50 - GST treatment of religious practitioners

Guide to Division 50

50— 1 What this Division is about

50— 5 GST treatment of religious practitioners

Division 51 - GST joint ventures

51- 1 What this Division is about

Subdivision 51-A - Approval of GST joint ventures

51- 5 Approval of GST joint ventures

51-10 Participation requirements of a GST joint venture
Subdivision 51-B - Consequences of approval of GST joint ventures
51-30 Who is liable for GST

51-35 Who is entitled to input tax credits

51-40 Adjustments

51-45 Additional net amounts relating to GST joint ventures
51-50 GST returns relating to GST joint ventures

51-52 Consolidation of GST returns relating to GST joint ventures



51-55 Payments of GST relating to GST joint ventures

51-60 Refunds relating to GST joint ventures

Subdivision 51-C - Administrative matters

51-70 Changing the participants etc. of GST joint ventures

51-75 Revoking the approval of GST joint ventures

51-80 Notification by joint venture operators

51-8 Date of effect of approvals and revocations

51-90 Notification by the Commissioner

Subdivision 51-D - Ceasing to be a participant in, or an operator of,

a GST joint venture

51-110 Adjustments after you cease to be a participant in a GST
joint venture

51-115 Changes 1n extent of creditable purpose after you cease to
be a member of a GST joint venture

Division 54 — GST branches

54— 1 What this Division is about

Subdivision Y4-A - Registration of GST branches

54~ 5 Registration of GST branches

5-10 The date of effect of registration of a GST branch

5-15 GST branch registration number

Subdivision X4-B - Consequences of registration of GST branches

5-40 Additional net amounts relating to GST branches

54-45 Net amounts of parent entities

5-50 Tax mvoices and adjustment notes

HM-55 GST returns relating to GST branches

-60 Payments of GST relating to GST branches

5-65 Refunds relating to GST branches

Subdivision 54-C - Cancellation of registration of GST branches
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570 When an entity must apply for cancellation of registration of
a GST branch
5-75 When the Commissioner must cancel registration of a GST
branch
5-80 The date of effect of cancellation of registration of a GST
branch
54-85 Application of Subdivision 25-B
-9 Effect on GST branches of cancelling the entity’s
registration
Division 57 - Resident agents acting for non-residents
57— 1 What this Division is about
57- 5 Who is liable for GST
57-10 Who is entitled to input tax credits
57-15 Adjustments
57-20 Resident agents are required to be registered
57-25 Cancellation of registration of a resident agent
57-30 Notice of cessation of agency
57-35 Tax periods of resident agents
57-40 GST returns for non-residents
57-45 Resident agents giving GST returns
57-50 Non-residents that belong to GST groups
Division 60 — Pre-establishment costs
60— 1 What this Division is about
60— 5 Input tax credit for acquisitions and importations before
establishment
60-10 Registration etc. not needed for input tax credits
60-15 Pre-establishment acquisitions and importations
60-20 Creditable purpose
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60-25 Attributing the input tax credit for pre—establishment
acquisitions

60-30 Attributing the input tax credit for pre-establishment
importations

60-35 Application of Division 129

Division 63 - Non—profit sub-entities

63— 1 What this Division is about

63— 5 Entities that may choose to apply this Division

63-10 Period for which a choice has effect

63-15 Consequences of choosing to apply this Division

63-20 Non-profit sub—entities may register

63-25 Registration turnover threshold for non—profit sub-entities

63-30 When non-profit sub—entities must apply for cancellation of
registration

63-35 When the Commissioner must cancel registration of non—
profit sub-entities

63-40 Effect on adjustments of becoming a non-profit sub-entity

63-45 Effect on adjustments of ceasing to be a non—profit
sub-entity

63-50 Membership requirements of GST groups

Part 4-2 - Special rules mainly about supplies and acquisitions

Division 66 — Second-hand goods

66— 1 What this Division is about

Subdivision 66-A - Input tax credits for acquiring second-hand

goods

66— 5 Creditable acquisitions of second-hand goods

66-10 Amounts of input tax credits for creditable acquisitions of
second-hand goods
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66-15 Attributing input tax credits for creditable acquisitions of
second-hand goods
66-17 Records of creditable acquisitions of second-hand goods
66-20 Returnable containers
Subdivision 66-B - Acquisitions of second-hand goods that are
divided for re-supply
66-40 Acquisitions of second-hand goods that can be used to offset
GST on future re-supplies
66-45 Future re-supplies that are not taxable supplies
66-50 Future re-supplies on which GST is reduced
66-55 Records of acquisitions of second-hand goods to which this
Subdivision applied
66-60 Input tax credits for acquiring second-hand goods the supply
of which 1s not fully taxable
66-65 Total Subdivision 66-B credit amounts and Subdivision 66-B
GST amounts
66-70 Commissioner may determine rules for applying this
Subdivision
Division 69 — Non—deductible expenses
69- 1 What this Division is about
Subdivision 69-A - Non-deductible expenses generally
69— 5 Non-deductible expenses do not give rise to creditable
acquisitions or creditable importations
69-10 Amounts of input tax credits for creditable acquisitions or
creditable importations of certain cars
Subdivision 69-B - Elections for GST purposes relating to meal
entertainment and entertainment facilities
69-15 What this Subdivision is about



69-20 Effect of elections on net amounts
69-25 Election to use the 50/50 split method for meal entertainment
69-30 Election to use the 12 week register method for meal
entertainment
69-35 Election to use the 50/50 split method for entertainment
facilities
69-40 When elections take effect
69-45 When elections cease to have effect
69-50 Adjustment events relating to elections
69-55 Adjustment notes not required
Division 70 - Financial supplies (reduced credit acquisitions)
70— 1 What this Division is about
70— 5 Acquisitions that attract the reduced credit
70-10 Extended meaning of creditable purpose
70-15 How much are the reduced input tax credits?
70-20 Extent of creditable purpose
70-25 Sale of reduced credit acquisitions (Division 132)
Division 71 - Fringe benefits provided by input taxed suppliers
71- 1 What this Division is about
71- 5 Acquisitions by input taxed suppliers to provide fringe
benefits
71-10 Importations by input taxed suppliers to provide fringe
benefits
Division 72 - Associates
72— 1 What this Division is about
Subdivision 72-A - Supplies without consideration
72— 5 Taxable supplies without consideration

72-10 The value of taxable supplies without consideration
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72-15 Attributing the GST to tax periods

Subdivision 72-B - Acquisitions without consideration

72-40 Creditable acquisitions without consideration

72-45 The amount of the input tax credit

72-50 Attributing the input tax credit to tax periods

Subdivision 72-C - Supplies for inadequate consideration

72-70 The value of taxable supplies for inadequate consideration

Subdivision 72-D — Application of this Division to certain sub-

entities

72-90 GST branches

72-92 Non-profit sub—entities

72-% Commonwealth government entities

72-100 State or Territory government entities

Division 75 — Sale of freehold interests etc.

75— 1 What this Division is about

75— 5 Applying the margin scheme

75-10 The amount of GST on taxable supplies

75-11 Margins for supplies of real property in particular
circumstances

75-12 Working out margins to take into account failure to pay full
consideration

75-13 Working out margins to take into account supplies to
associates

75-14 Consideration for acquisition of real property not to include
cost of improvements etc.

75-15 Subdivided land

75-20 Supplies under a margin scheme do not give rise to

creditable acquisitions
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75-22 Increasing adjustment relating to input tax credit entitlement
75-25 Adjustments relating to bad debts
75-27 Decreasing adjustment for later payment of consideration
75-30 Tax mvoices not required for supplies of real property under
the margin scheme
75-35 Approved valuations
Division 78 - Insurance
78— 1 What this Division is about
Subdivision 78-A - Insurers
78- 5 GST on insurance premiums 1s exclusive of stamp duty
78-10 Decreasing adjustments for settlements of insurance claims
78-15 How to work out the decreasing adjustments
78-18 Increasing adjustments for payments of excess under
nsurance policies
78-20 Settlements of insurance claims do not give rise to creditable
acquisitions
78-25 Supplies in settlement of claims are not taxable supplies
78-30 Acquisitions by insurers in the course of settling claims
under non-taxable policies
78-35 Taxable supplies relating to rights of subrogation
78-40 Adjustment events relating to decreasing adjustments under
this Division
78-42 Adjustment events relating to increasing adjustments under
section 78-18
Subdivision 78-B - Insured entities etc.
78-45 Settlements of insurance claims do not give rise to taxable
supplies

78-50 Settlements of insurance claims give rise to taxable supplies
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if entitlement to input tax credits is not disclosed

78-55 Payments of excess under insurance policies are not
consideration for supplies

78-60 Supplies of goods to insurers in the course of settling claims

Subdivision 78-C - Third parties

7865 Payments etc. to third parties by insurers

7870 Payments etc. to third parties by insured entities

78-75 Creditable acquisitions relating to rights of subrogation

Subdivision 78-D - Insured entities that are not registered etc.

718-80 Net amounts

18-85 GST returns

7890 Payments of GST

Subdivision 78-E - Statutory compensation schemes

78-95 GST on premiums etc. under statutory compensation
schemes is exclusive of stamp duty

78-100 Settlements of claims for compensation under statutory
compensation schemes

78-106 Meaning of statutory compensation scheme

Subdivision 78-F - Miscellaneous

78-110 Effect of judgments and court orders

78-115 Exclusion of certain Commonwealth, State or Territory
insurance schemes

18118 Portfolio transfers

78-120 HIH rescue package

Division 79 - Compulsory third party schemes

'79-1 What this Division is about

Subdivision 79-A - Modified application of Division 78 to certain

compulsory third party scheme payments and



supplies under insurance policies
79-5 Application of sections 78-10 and 78-15 (about decreasing
adjustments) where premium selection test is satisfied
79-10 Adjustment where operator becomes aware that correct
mnput tax credit situation differs from basis on which
premium selection test was satisfied
79-15 Application of sections 78-10 and 78-15 (about decreasing
adjustments) where sole operator election to use average
mput tax credit entitlement
79-20 Extension of various references in Division 78 to rights of
subrogation to cover other rights of recovery
Subdivision 79-B - Extension of Division 78 to cover certain
compulsory third party scheme payments and
supplies connected with, but not under,
insurance policies
79-25 Meaning of CTP hybrid payment or supply
79-30 Application of Division 78
Subdivision 79-C - Other payments and supplies under compulsory
third party schemes
79-35 Meaning of CTP compensation or ancillary payment or
supply etc.
79-40 GST on CTP premiums is exclusive of stamp duty
79-45 Exclusion of certain compulsory third party schemes
79-50 Decreasing adjustments for CTP compensation or ancillary
payments or supplies
79-55 Increasing adjustments for payments of excess etc. under
compulsory third party schemes
79-60 Effect of settlements and payments under compulsory third
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party schemes
79-6b Taxable supplies relating to recovery by operators of
compulsory third party schemes
79-70 Adjustment events relating to decreasing adjustments for
operators of compulsory third party schemes
79-75 Adjustment events relating to increasing adjustments under
section 79-55
79-80 Payments of excess under compulsory third party schemes
are not consideration for supplies
79-8 Supplies of goods to operators in the course of settling claims
79-90 Effect of judgments and court orders
Subdivision 79-D - Compulsory third party scheme decreasing
adjustments worked out using applicable
average input tax credit fraction
79-% How to work out decreasing adjustments using the
applicable average input tax credit fraction
79-100 Meaning of average input tax credit fraction
Division 80 - Settlement sharing arrangements
80-1 What this Division is about
Subdivision 80-A - Insurance policy settlement sharing
arrangements
80— 5 Meaning of insurance policy settlement sharing arrangement
etc.
8010 Effect of becoming parties to industry deeds or entering into
settlement sharing arrangements
80-15 Effect of contributing operator’s payment
80-20 Managing operator’s payments or supplies
80-25 Contributing operator’s payment



80-30 Managing operator’s increasing adjustment where
contributing operator’s payment

80-35 Adjustment events relating to managing operator’s payment
or supply

Subdivision 80-B - Nominal defendant settlement sharing

arrangements

80-40 Meaning of nominal defendant settlement sharing
arrangement etc.

80-45 Nominal defendant settlement sharing arrangements to
which this Subdivision applies

80-50 Effect of becoming parties to industry deeds or entering into
nominal defendant settlement sharing arrangements

80-55 Effect of contributing operator’s payment

80-60 Managing operator’s payment or supply

80-65 Contributing operator’s payment

80-70 Managing operator’s increasing adjustment where
contributing operator’s payment

80-75 Adjustment events relating to managing operator’s payment
or supply

Subdivision 80-C - Hybrid settlement sharing arrangements

80-80 Meaning of hybrid settlement sharing arrangement etc.

80-85 Subdivision 80-A to apply to hybrid settlement sharing
arrangement, subject to exceptions

80-90 Subdivision 80-B to apply to payments or supplies by
managing operator of Thybrid settlement sharing
arrangement who 1s also managing operator of nominal
defendant settlement sharing arrangement

80-9% Subdivision 80-B to apply to payments or supplies by
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contributing operator of hybrid settlement sharing
arrangement who 1s also managing operator of nominal
defendant settlement sharing arrangement

Division 81 - Payments of taxes, fees and charges

81- 1 What this Division is about

81— 5 Payments of taxes etc. can constitute consideration

81-10 Supplies need not be connected with Australia if the
consideration 1s the payment of tax etc.

Division 82 - Supplies in retumn for rights to develop land

82— 1 What this Division is about

82— 5 Supplies of rights to develop land do not constitute
consideration in certain cases

82-10 Supplies by Australian government agencies of rights to
develop land are not for consideration

Division 83 - Non-residents making supplies connected with

Australia

83— 1 What this Division is about

83— 5 “"Reverse charge” on supplies made by non-residents

83-10 Recipients who are members of GST groups

83-15 Recipients who are participants in GST joint ventures

83-20 The amount of GST on ‘‘reverse charged” supplies made by
non-residents

83-25 When non-residents must apply for registration

83-30 When the Commissioner must register non-residents

83-35 Tax invoices not required for ‘‘reverse charged” supplies
made by non-residents

Division 84 - Offshore supplies other than goods or real property

84— 1 What this Division is about
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84~ 5 Intangible supplies from offshore that are taxable supplies
under this Division

&41-10 “'Reverse charge” on offshore intangible supplies

84-12 The amount of GST on offshore intangible supplies

84-13 The amount of input tax credits relating to offshore
intangible supplies

84-14 Supplies relating to employee share ownership schemes

84-15 Transfers etc. between branches of the same entity

Division 8 - Telecommunication supplies

8- 1 What this Division is about

8- 5 When telecommunication supplies are connected with
Australia

85-10 Meaning of telecommunication supply

Division 87 - Long-term accommodation in commercial residential

premises

87— 1 What this Division is about

87— 5 Commercial residential premises that are predominantly for
long-term accommodation

87-10 Commercial residential premises that are not predominantly
for long-term accommodation

87-15 Meaning of commercial accommodation

87-20 Meaning of long—term accommodation etc.

87-25 Suppliers may choose not to apply this Division

Division 90 - Company amalgamations

90- 1 What this Division is about

90— 5 Supplies not taxable — amalgamated company registered or
required to be registered

90-10 Value of taxable supplies — amalgamated company not
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registered or required to be registered

90-15 Acquisitions not creditable — amalgamated company
registered or required to be registered

90-20 Liabhility after amalgamation for GST on amalgamating
company’s supplies

90-25 Entitlement after amalgamation to input tax credits for
amalgamating company’s acquisitions

90-30 Adjustments

90-35 Amalgamating companies accounting on a cash basis

Former Division 93 — Returnable containers

93- 1 What this Division is about

93- 5 Creditable acquisitions of returnable containers

93-10 How much are the input tax credits for creditable
acquisitions of returnable containers?

93-15 Attributing creditable acquisitions of returnable containers

93-20 Ownership of returnable containers

93-25 Food packaging that was supplied GST-free

Division 96 - Supplies partly comnected with Australia

9%- 1 What this Division is about

Y- 5 Supplies that are only partly connected with Australia

96-10 The value of the taxable components of supplies that are
only partly connected with Australia

Division 99 - Deposits as security

99- 1 What this Division is about

99- 5 Giving a deposit as security does not constitute consideration

99-10 Attributing the GST relating to deposits that are forfeited
etc.

Division 100 - Vouchers



100- 1 What this Division is about
100- 5 Supplies of vouchers with a stated monetary value
100-10 Redemption of vouchers
100-12 Consideration on redemption of vouchers
100-15 Increasing adjustments for unredeemed vouchers
100-18 Arrangement for supply of voucher
100-20 Vouchers supplied to non-residents and redeemed by others
in Australia
100-25 Meaning of voucher etc.
Division 102 - Cancelled lay-by sales
102- 1 What this Division is about
102- 5 Cancelled lay-by sales
102-10 Attributing GST and input tax credits
Division 105 — Supplies in satisfaction of debts
105~ 1 What this Division is about
105- 5 Supplies by creditors in satisfaction of debts may be taxable
supplies
105-10 Net amounts
105-15 GST returns
105-20 Payments of GST
Division 108 - Valuation of taxable supplies of goods in bond
108- 1 What this Division is about
108- 5 Taxable supplies of goods in bond etc.
Division 110 - Income tax-related transactions
110- 1 What this Division is about
110~ 5 Transfers of tax losses and net capital losses
110-10 Transfers of excess foreign tax credits

110-15 Supplies under operation of consolidated group regime
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110-20 Tax sharing agreements - entering into agreement etc.
110-25 Tax sharing agreements - leaving group clear of group
liability
110-30 Tax funding agreements
Division 111 - Reimbursement of employees etc.
111- 1 What this Division is about
111- 5 Creditable acquisitions relating to reimbursements
111-10 Amounts of input tax credits relating to reimbursements
111-15 Tax invoices relating to reimbursements
111-18 Application of Division to volunteers working for charitable
institutions etc.
111-20 Application of division to recipients of certain withholding
payments
111-25 Employers paying expenses of employees etc.
111-30 Reimbursements etc. of former or future employees etc.
Division 113 - PAYG voluntary agreements
113- 1 What this Division is about
113- 5 Supply of work or services not a taxable supply
Part 4-3 — Special rules mainly about importations
Division 114 - Importations without entry for home consumption
114~ 1 What this Division is about
114- 5 Importations without entry for home consumption
114-10 Goods that have already been entered for home
consumption etc.
114-15 Payments of amounts of GST where security for payment
of customs duty is forfeited
114-20 Payments of amounts of GST where delivery into home

consumption is authorised under section 71 of the Customs



Act
114-25 Warehoused goods entered for home consumption by an
entity other than the importer
Division 117 - Valuation of re-imported goods
117- 1 What this Division is about
117- 5 Valuation of taxable importations of goods that were
exported for repair or renovation
117-10 Valuation of taxable importations of live animals that were
exported
117-15 Refunds of GST on certain re-importations of live animals
Part 4-4 — Special rules mainly about net amounts and adjustments
Division 123 - Simplified accounting methods for retailers
123- 1 What this Division is about
123~ 5 Commissioner may determine simplified accounting methods
123-10 Choosing to apply a simplified accounting method
123-15 Net amounts
Division 126 - Gambling
126- 1 What this Division is about
126- 5 Global accounting system for gambling supplies
126-10 Global GST amounts
126-15 Losses carried forward
126-20 Bad debts
126-25 Application of Subdivision 9-C
126-30 Gambling supplies do not give rise to creditable acquisitions
126-32 Repayments of gambling losses are not consideration
126-33 Tax invoices not required for gambling supplies
126-35 Meaning of gambling supply and gambling event
Division 129 - Changes in the extent of creditable purpose
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129- 1 What this Division is about
Subdivision 129-A - General
129- 5 Adjustments arising under this Division
129-10 Adjustments do not arise under this Division for acquisitions
and importations below a certain value
129-15 Adjustments do not arise under this Division where there
are adjustments under Division 130
Subdivision 129-B - Adjustment periods
129-20 Adjustment periods
129-25 Effect on adjustment periods of things being disposed of
etc.
Subdivision 129-C - When adjustments for acquisitions and
importations arise
129-40 Working out whether you have an adjustment
129-45 Gifts to gift-deductible entities
129-50 Creditable purpose
129-55 Meaning of apply
Subdivision 129-D - Amounts of adjustments for acquisitions and
importations
129-70 The amount of an increasing adjustment
129-75 The amount of a decreasing adjustment
129-80 Effect of adjustment under Division 19 or 21
Subdivision 129-E - Attributing adjustments under this Division
129-90 Attributing your adjustments for changes in extent of
creditable purpose
Division 130 - Goods applied solely to private or domestic use
130- 1 What this Division is about
130- 5 Goods applied solely to private or domestic use



Division 131 - Annual apportionment of creditable purpose
131- 1 What this Division is about
Subdivision 131-A - Electing to have annual apportionment
131- 5 Eligihility to make an annual apportionment election
131-10 Making an annual apportionment election
131-15 Annual apportionment elections by representative members
of GST groups
131-20 Duration of an annual apportionment election
Subdivision 131-B - Consequences of electing to have annual
apportionment
131-40 Input tax credits for acquisitions that are partly creditable
131-45 Input tax credits for importations that are partly creditable
131-50 Amounts of input tax credits for creditable acquisitions or
creditable importations of certain cars
131-55 Increasing adjustments relating to annually apportioned
acquisitions and importations
131-60 Attributing adjustments under section 131-55
Division 132 - Supplies of things acquired etc. without full input tax
credits
132- 1 What this Division is about
132- 5 Decreasing adjustments for supplies of things acquired,
mmported or applied for a purpose that is not fully creditable
132-10 Attribution of adjustments under this Division
Division 135 - Supplies of going concerns
135~ 1 What this Division is about
135- 5 Initial adjustments for supplies of going concerns
135-10 Later adjustments for supplies of going concerns
Division 136 - Bad debts relating to transactions that are not
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taxable or creditable to the fullest extent
136- 1 What this Division is about
Subdivision 136-A - Bad debts relating to partly taxable or
creditable transactions
136- 5 Adjustments relating to partly taxable supplies
136-10 Adjustments in relation to partly creditable acquisitions
Subdivision 136-B - Bad debts relating to transactions that are
taxable or creditable at less than 1/11 of the
price
136-30 Writing off bad debts (taxable supplies)
136-35 Recovering amounts previously written off (taxable
supplies)
136-40 Bad debts written off (creditable acquisitions)
136-45 Recovering amounts previously written off (creditable
acquisitions)
136-50 Meanings of taxable at less than 1/11 of the price and
creditable at less than 1/11 of the consideration
Division 137 - Stock on hand on becoming registered etc.
137- 1 What this Division is about
137- 5 Adjustments for stock on hand on becoming registered etc.
Division 138 - Cessation of registration
138- 1 What this Division is about
138- 5 Adjustments for cessation of registration
133-10 Attributing adjustments for cessation of registration
138-15 Ceasing to be registered — amounts not previously
attributed
138-17 Situations to which this Division does not apply
138-20 Application of Division 129



Division 139 - Distributions from deceased estates
139- 1 What this Division is about
139- 5 Adjustments for distributions from deceased estates
139-10 Attributing adjustments for distributions from deceased
estates
139-15 Application of Division 129
Division 141 - Tradex scheme goods
141- 1 What this Division is about
141- 5 Adjustments for applying goods contrary to the Tradex
Scheme
141-10 Meaning of tradex scheme goods etc.
141-15 Attribution of adjustments under this Division
141-20 Application of Division 129
Part 4-5 - Special rules mainly about registration
Division 144 - Taxis
144~ 1 What this Division is about
144~ 5 Requirement to register
Division 147 - Representatives of incapacitated entities
147- 1 What this Division is about
147- 5 Representatives are required to be registered
147-10 Cancellation of registration of a representative
147-15 Notice of cessation of representation
147-20 Adjustments
147-25 Tax periods of representatives
Division 149 - Government entities
149- 1 What this Division is about
149- 5 Government entities may register

149-10 Government entities are not required to be registered
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149-15 This Act applies to registered government entities
149-20 Government entities not required to cancel their registration
149-25 Membership requirements of a government GST group
Part 4-6 — Special rules mainly about tax periods
Division 151 - Annual tax periods
151- 1 What this Division is about
Subdivision 151-A - Electing to have annual tax periods
151- 5 Eligihility to make an annual tax period election
151-10 Making an annual tax period election
151-15 Annual tax period elections by representative members of
GST groups
151-20 When you must make your annual tax period election
151-25 Duration of an annual tax period election
Subdivision 151-B - Consequences of electing to have annual tax
periods
151-40 Annual tax periods
151-45 When GST returns for annual tax periods must be given
151-50 When payments of net amounts for annual tax periods
must be made
151-55 An entity’s concluding annual tax period
151-60 The effect of bankruptcy, liquidation or receivership etc.
151-65 The effect of changing the membership of GST groups —
end of the annual tax period
151-70 The effect of changing the membership of GST groups -
tax periods for the remainder of a financial year
Division 153 - Agents and insurance brokers
153- 1 What this Division is about
Subdivision 153-A - General



5= 429

153- 5 Attributing the input tax credits for your creditable
acquisitions

153-10 Attributing your adjustments

153-15 Tax invoices

153-20 Adjustment notes

153-25 Insurance supplied through insurance brokers

Subdivision 153-B - Principals and agents as separate suppliers or
acquirers

153-50 Arrangements under which agents are treated as suppliers
or acquirers

153-55 The effect of these arrangements on supplies

153-60 The effect of these arrangements on acquisitions

153-65 Determinations that supplies or acquisitions are taken to be
under these arrangements

Division 156 - Supplies and acquisitions made on a progressive or
periodic basis

156- 1 What this Division is about

156- 5 Attributing the GST on progressive or periodic supplies

156-10 Attributing the input tax credits on progressive or periodic
acquisitions

156-15 Progressive or periodic supplies partly connected with
Australia

156-20 Application of Division 129 to progressive or periodic
acquisitions

156-22 Leases etc. treated as being on a progressive or periodic
basis

156-25 Accounting on a cash basis

Division 157 - Accounting basis of charitable institutions etc.
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157- 1 What this Division is about
157- 5 Charitable institutions etc. choosing to account on a cash
basis
157-10 Charitable institutions etc. ceasing to account on a cash
basis
Division 159 - Changing your accounting basis
159- 1 What this Division is about
159- 5 Ceasing to account on a cash basis — amounts not
previously attributed
159-10 Ceasing to account on a cash basis — amounts partly
attributed
159-15 Ceasing to account on a cash basis - bad debts
159-20 Starting to account on a cash basis
159-25 Starting to account on a cash basis — bad debts
159-30 Entities ceasing to exist or coming into existence
Part 4-7 — Special rules mainly about returns, payments and
refunds
Division 162 - Payment of GST by instalments
162-1 What this Division is about
Subdivision 162-A - Electing to pay GST by instalments
162-5 Eligihility to elect to pay GST by instalments
162-10 Your current GST lodgment record
162-15 Electing to pay GST by instalments
162-20 Elections by representative members of GST groups
162-25 When you must make your election
162-30 Duration of your election
Subdivision 162-B - Consequences of electing to pay GST by
instalments



162-50 GST instalment payers
162-55 Tax periods for GST instalment payers
162-60 When GST returns for GST instalment payers must be
given
162-65 The form and contents of GST returns for GST instalment
payers
162-70 Payment of GST instalments
162-75 Giving notices relating to GST instalments
162-80 Certain entities pay only 2 GST instalments for each year
162-8 A GST instalment payer’s concluding tax period
162-90 The effect of bankruptcy, liquidation or receivership etc.
162-95 The effect of changing the membership of GST groups
162-100 General interest charge on late payment
162-105 Net amounts for GST instalment payers
162-110 When payments of net amounts must be made - GST
instalment payers

Subdivision 162-C — GST instalments
162-130 What are your GST instalments
162-135 Notified instalment amounts
162-140 Varied instalment amounts
162-145 Your annual GST liability

Subdivision 162-D — Penalty payable in certain cases if varied

instalment amounts are too low
162-170 What this subdivision is about
162-175 GST payments are less than 8526 of annual GST liability
162-180 Estimated annual GST amount is less than 85% of annual
GST liahility

162-185 Shortfall in GST instalments worked out on the basis of
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estimated annual GST amount
162-190 Periods for which penalty is payable
162-195 Reduction in penalties if notified instalment amount is less
than 2596 of annual GST liability
162-200 Reduction in penalties if GST instalment shortfall is made
up in a later instalment
162-205 This subdivision does not create a liability for general
interest charge
Division 165 - Anti—avoidance
165- 1 What this Division is about
Subdivision 165-A - Application of this Division
165- 5 When does this Division operate?
165-10 When does an entity get a GST benefit from a scheme?
165-15 Matters to be considered in determining purpose or effect
Subdivision 165-B — Commissioner may negate effects of schemes
for GST benefits
165-40 Commissioner may negate avoider’'s GST benefits
165-45 Commissioner may reduce an entity’s net amount or GST
to compensate
165-50 GST or refund payable in accordance with declaration
165-56 Commissioner may disregard scheme in making declarations
165-60 One declaration may cover several tax periods and
importations
165-65 Commissioner must give copy of declaration to entity
affected
(Subdivision 165-C heading repealed)
165-80 Penalty

Division 168 — Tourist refund scheme



168-1 What this Division is about
168-5 Tourist refund scheme
Division 171 - Customs security etc. given on taxable importations
171- 1 What this Division is about
171- 5 Security or undertaking given under section 162 or 162A of
the Customs Act
Chapter 5 - Miscellaneous
Part 5- 1 - Miscellaneous
Division 176 - Endorsement of charitable institutions etc.
176- 1 Endorsement by Commissioner as charitable institution
176- 5 Endorsement by Commissioner as trustee of a charitable
fund
Division 177 — Miscellaneous
177- 1 Commonwealth etc. not liable to pay GST
177- 3 Acquisitions from State or Territory bodies where GST
liability is notional
177- 5 Cancellation of exemptions from GST
177-10 Ministerial determinations
177-11 Delegation by Aged Care Secretary
177-12 GST implications of references to price, value etc. in other
Acts
177-15 Regulations
Chapter 6 - Interpreting this Act
Part 6-1 - Rules for interpreting this Act
Division 182 - Rules for interpreting this Act
182- 1 What forms part of this Act
182- 5 What does not form part of this Act
182-10 Explanatory sections, and their role in interpreting this Act
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182-15 Schedules 1, 2 and 3
Part 6-2 — Meaning of some important concepts
Division 184 - Meaning of entity
184~ 1 Entities
184- 5 Supplies ete. by partnerships and other unincorporated bodies
Former Division 186 — Meaning of approved form
186- 1 Approved forms
Division 183 - Meaning of annual turnover
183- 1 What this Division is about
188- 5 Explanation of the tumover thresholds
188-10 Whether your annual turnover meets, or does not exceed, a
turnover threshold
183-15 Current annual turnover
183-20 Projected annual turnover
183-22 Settlements of insurance claims to be disregarded
183-23 Supplies ‘'‘reverse charged” under Division 83 not to be
included in a recipient’s turnover
183-24 Supplies to which Subdivision 153-B applies
188-25 Transfer of capital assets, and termination etc. of enterprise,
to be disregarded
183-30 The value of non-taxable supplies
188-32 The value of gambling supplies
188-35 The value of loans
183-40 Supplies of employee services by overseas entities to be
disregarded for the registration turnover threshold
Division 189 - Exceeding the financial acquisitions threshold
189- 1 What this Division is about
189- 5 Exceeding the financial acquisitions threshold - current



acquisitions
189-10 Exceeding the financial acquisitions threshold - future
acquisitions
189-15 Meaning of financial acquisition
Division 190 - 9026 owned groups of companies
190- 1 90% owned groups
190- 5 When a company has at least a 909 stake in another
company
Part 6-3 - Dictionary
Division 195 - Dictionary
195-1 Dictionary
Schedule 1 - Food that is not GST-free
1 Food that is not GST-free
2 Prepared food, bakery products and biscuit goods
3 Prepared meals
4 Candied peel
5 Goods that are not biscuit goods
Schedule 2 - Beverages that are GST-free
1 Beverages that are GST—free
2 Tea, coffee etc.
3 Fruit and vegetable juices
Schedule 3 - Medical aids and appliances
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<Abstract>

Proposals for simplifying the tax law

Wan Souk Kim

The current tax law is said to be excessively complicated while
being hard to understand. There is a need for the tax law to be
simple for taxpayers as well as the Internal Revenue Service. A tax
law that is easy to understand guarantees legal stability and
predictability in taxpayers’ economic activities. Since taxes have a
close relationship to people’s every economic activity, no decision can
be made regarding economic activities without the consideration of
the tax effect. Moreover, a comprehensible tax law increases the
level of voluntary compliance while clearly decreasing the compliance
cost of the taxpayers and the administration cost of the Internal
Revenue Service. Therefore, the significance of the tax law rewrite
project is indisputable.

The reasons for the difficulty of the tax law may be found in the
fact that substantial contents of the tax law are complicated and
incomprehensible or in problems related to the form or system of the
tax law.

This study aimed at presenting a practical scheme for simplifying
the complex and difficult tax law of today. Specifically this study
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analyzed problems such as the complexity of the legal system, the
repetition of the provisions, lack of uniformity of the legal provisions
and consistency of legal structure, disorder of tax law establishment,
the ambiguity and abstruseness of the legal provisions and the
expressions therein, and presented improvement schemes as solutions
to the problems.

Nevertheless, the improvement of the form and the system itself
has a limitation for improvement into an easier tax law system.
Hence, there should be an effort to simplify the complexity of
substantial contents of the tax law within the limit of not causing too
much damage to the equality of taxation and the purpose of national
policies to be accomplished through the tax law. Moreover, a scheme
to unify excessively numerous taxes as well as to absorb taxes for
special purpose into general taxes shall be examined together.

In order to revise the tax law to be more comprehensible, a project
team to execute the revision of the tax law as well as a consulting
committee should be established, and the project team should
perform long-term tasks with sufficient financial supports. In other
words, since the revision of the tax law is based on the revision of
the tax law system and the process of rewriting the tax law, the
project team composed of professionals such as policy makers, tax
officials, professors in tax law, public finance and accounting
specialists, lawyers and certified public accountants, certified tax
accountants and other relevant experts shall take charge of the

revision.
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