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CONSULTATION PROCESS 

Request for feedback and comments 

We invite interested parties to lodge written submissions on the design of this measure. 

We also encourage the identification of any other issues, including interaction issues with other parts 
of the tax law that may be relevant to the design of this measure. While submissions may be lodged 
electronically, by post or by facsimile, electronic lodgement is preferred. 

Submissions will be made available on the Treasury website unless you clearly indicate that you 
would like all or part of your submission to remain confidential. Automatically generated 
confidentiality statements in emails do not suffice for this purpose. A request made under the 
Freedom of Information Act 1982 for access to a submission marked confidential will be determined 
in accordance with that Act. 

Closing date for submissions: 16 December 2011 

Email: cgt_restructures@treasury.gov.au 

Mail: The General Manager 
Business Tax Division 
The Treasury 
Langton Crescent 
PARKES ACT 2600 

Enquiries: Enquiries can be initially directed to Jordan George. 

Phone: 02 6263 3244 

Fax: 02 6263 4471 
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SUMMARY 

The Government proposes to extend the capital gains tax (CGT) roll‐over for the exchange of units in 
a unit trust for shares in a company (Subdivision 124‐H of the Income Tax Assessment Act 1997) to 
provide roll‐over where units in a unit trust undergoing a restructure are held as revenue assets or 
trading stock. 

This will remove income tax impediments for unit trusts that undertake a simple restructure by 
interposing a company between itself and its unit holders. 

This proposed measure is a response by the Government to issues raised in consultation on the 
changes to the treatment of revenue assets under the roll‐over for the exchange of shares in a 
company for shares in another company, which was announced in the 2011‐12 Budget. 

All legislative references in the paper are to the Income Tax Assessment Act 1997. 
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1. 	 PURPOSE 

This proposals paper forms the basis for consultation on this change and sets out, in broad terms, the 
way they may be implemented. The purpose of this proposals paper is to provide interested parties 
with an opportunity to comment on the policy design of this change. 

2. 	 THE ROLL‐OVER FOR THE EXCHANGE OF UNITS IN A UNIT TRUST FOR 

SHARES IN A COMPANY 

The CGT roll‐over for the exchange of units in a unit trust for shares in a company (Subdivision 124‐H) 
defers CGT consequences where a unit trust restructures by interposing a company between itself 
and its unit holders and the unit holders exchange their units for shares in the interposed entity. 
Where this roll‐over applies, the economic ownership of the unit trust does not change but the 
owners now hold shares rather than units in the unit trust. 

Currently, the roll‐over only provides relief for taxpayers who hold the units in the unit trust as CGT 
assets. Taxpayers who hold the units as revenue assets or as trading stock cannot access a roll‐over. 

This results in taxpayers that hold units as CGT assets accessing a roll‐over (deferring the tax outcome 
until the shares are later realised) when they exchange units for shares. However, taxpayers that 
hold units as revenue assets or trading stock cannot defer the tax outcome and may be subject to a 
tax liability. 

As no cash is generated in this transaction, taxpayers that hold units as revenue assets or trading 
stock may find it hard to meet this tax liability. This impedes the restructure of unit trusts in these 
circumstances where the trust and the company have the same economic ownership. 

3. 	 EXTENDING THE ROLL‐OVER 

The Subdivision 124‐H roll‐over for the exchange of units in a unit trust for shares in a company will 
be expanded to include roll‐overs for units in the unit trust that are held as revenue assets or trading 
stock. 

This extension will remove income tax impediments from trusts that restructure by interposing a 
company between itself and its unit holders and where the economic ownership of the trust is the 
same before and after the restructure. 
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3.1 REVENUE ASSETS 

A taxpayer holding units in a unit trust as revenue assets will defer any tax gains or losses arising 
when they exchange their units in the unit trust for shares in the interposed company. 

Where a taxpayer is eligible to choose the Subdivision 124‐H roll‐over under section 124‐445 
(disposal case) or section 124‐455 (redemption or cancellation case), they will be able to choose a 
revenue asset roll‐over where the units they hold in the unit trust undergoing the restructure are 
revenue assets. 

Revenue asset is defined in section 977‐50 as an asset for which a profit or loss on disposal or ceasing 
to own the asset is taken into account in calculating assessable income other than as a capital gain or 
capital loss and is neither trading stock nor a depreciating asset. 

The revenue asset roll‐over will have effect by deeming the taxpayer to have received certain gross 
proceeds for the disposal of their units to deliver an appropriate tax outcome. 

The roll‐over will take place by: 

•	 Making the taxpayer’s gross proceeds for ceasing to own a revenue asset (a unit) as being 
the amount the taxpayer would need to have received to have a nil profit and nil loss for 
ceasing to own the asset; and 

•	 Making the taxpayer’s amount it is taken to have paid for the received revenue asset (a 
share) at the time of becoming the owner of the asset equal to proceeds the taxpayer is 
taken to have received from disposing of the units. This amount will then be the cost of 
the shares from which any subsequent gain or loss on disposing of the shares will be 
calculated. 

The tax cost for the shares received in the interposed company will be equal to the total of the 
amounts taken to have been received described above divided by the number of shares received in 
the interposed company in exchange for the units that were revenue assets. 

This will provide the correct tax value for the shares in the interposed entity for determining the 
taxpayer’s profit or loss upon later disposing of, ceasing to own it or otherwise realising the share. 

3.2 TRADING STOCK 

A taxpayer holding units in a unit trust as trading stock will defer any tax gains or losses arising when 
they exchange their units in the unit trust for shares in the interposed company. 

Where a taxpayer is eligible to choose to obtain a roll‐over under section 124‐445 (disposal case) or 
section 124‐455 (redemption or cancellation case), they will be able to choose a trading stock 
roll‐over, where the units they hold in the unit trust undergoing a restructure are trading stock. 

The member’s proceeds for ceasing to own the trading stock will be taken to be the amount they 
would need to have received in order to have a nil profit and nil loss for disposing of, or ceasing to 
own, that unit in the unit trust at that time. 

Page 2 



   

                          

                               

                                

             

                                 

                                 

                                 

       

                                   

             

                                   

                                 

                           

   

                         

            

                       

  

This can be done by treating the consideration for the trading stock as: 

•	 its cost, if it was acquired during the income year that includes the restructure; or 

•	 its opening value for trading stock purposes if the trading stock was held by the taxpayer 
at the start of that income year. 

The trading stock roll‐over will provide that the tax cost for the shares received in the interposed 
company is equal to the total of the amounts of consideration taken to have been received described 
above divided by the number of shares received in the interposed company in exchange for the units 
that were trading stock. 

The transaction will be taken to have occurred in the ordinary course of business by entities that are 
dealing with each other at arm’s length. 

This will allow the taxpayer to have the same tax outcome for the shares in the interposed company 
(assessable income or deduction depending on the closing value of the trading stock) as the units in 
the unit trust as if no exchange of units for shares had taken place. 

4. 	 CONSULTATION QUESTIONS 

1. 	 Will the new roll‐overs remove impediments to trusts restructuring by interposing a company 
between itself and its unit holders? 

2. 	 Are there any problems with the suggested amendments that could adversely affect 
taxpayers? 

Page 3 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




