[ ﬂ PEET PEET & COMPANY LimiTED Established 1895
. ' ACN Q08 €65 834

a7 February 2006

By tacsimile 02 6263 4466

Dear Sir

We refer to the Exposure Dyajt {Exposure Draft) of the Taxation Laws Amendment (Taxation
of Financial Arrangements) Bill 2006 (TOFA Bill).

Pegt & Company Limited submit that the tax timing rules Propased in the TOFA Bill shoujd not
apply to retirement village airangements covered by Taxation Ruling TR2002/1 4.

Deferred Management Fees (DMF) are payable by an outgeing resident {or their estate) to
the retirement village ownerfoperator on termination of the resident's Occupancy. Such DMF
may be calculated as a specified percentage (usually based on the term of oceupancy) of
either;

*  The aulgoing resident's totai ingoing, ar
*  Asubsequent resident's total ingoing.

In either case, the DMF generally cannot maiure into a recoveraple debt before the resident
oeases to reside in the village. DMF caleulated by reference to the subsequent resident's total
ingoing generally cannot mature info récoverable debt until the subsequent resident hag
entered into an occupancy agreement with the village owner/operator,

Our corcern is that the DMF may be caught up in the definition of a ‘financial arrangement'
and, on that basis, we may be required to fécoghise some amount of DMF after sach
anniversary of the commencement of ihe occUpanicy arrangement, in other words, the
indusiry considers it totally inequitable for a sftuation to arise where tax is payable on DME
before there is any legal entitlement to recejve it,

We look forward to receiving a favourabje résponse to this submissjon.

Yours sincerely,

STEPHEN KENNEY
GENERAL MANAGER RETIREMENT HOUSING
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