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Introduction

Part 1

General Rules

Companies
Continuity of shareholding test
Continuity of voting interests
Continuity of market value interests

Look-through Rule for Corporate Shareholders

Indirect Holdings of Less Than 10%
Single Notional Person
Limited Attribution Companies
Trustee Shareholders
Losses on the Death of a Shareholder
Commonality
Loss Offset by Election
Loss Offset by Subvention Payment
Part Year Losses
Excess Imputation Credits
Overseas Losses
Losses on Amalgamation
Losses on Consolidation
Anti-Avoidance Provisions
Qualifying Companies
Qualifying Companies
Loss Attributing Qualifying Companies
Partnerships and Joint Ventures
Not a Taxpayer
Entry or Exit of a Partner
Limited Partnerships
Trusts
Trusts and LAQC’s
Attribution Rules
Individuals
Special Rate Certificates
Losses upon Death
Part 2 — Deductibility of Losses
General Rules
General Permission
General Limitations

Effect of Specific Rules on General Rules

Specific rules

Depreciable Property
Residential Rental Properties
Disposal of Assets
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Financing Costs
Interest
Break Fees
Establishment Costs
Payments under Guarantees
Shares
Share Trading
Deductibility of interest costs
Financial Arrangements
Base Price Adjustment
Bad Debt Deduction
Debt Parking
Other Deductions for Loss
Controlled Foreign Company Losses
Costs incurred in determining tax liabilities
Payment of Damages
Fines
Foreign Investment Fund Losses
Losses on the sale of land
Losses on Cancelling Contracts
Lost Deposits
Payments Under Employment Relations Disputes
Related Party Capital Losses
Trading Stock Valuation
Practical Considerations
Solvency and Banking Covenants
Trustees
Entitlements
Salaries
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In the current tough economic climate, suffering losses is a reality to many of our
clients. Whether they are trading losses, extra-ordinary losses or losses suffered from
external investments, it is incumbent upon us as their advisors to ensure that we
maximise whatever benefit can be derived from utilising those losses from a tax
perspective to at least get a little bit back.

Accordingly, it is timely for advisors to re-skill themselves in the matter of how to
deal with losses for their clients.

Whether the rules pertain to particular entity types (companies, trusts, individuals,
Joint Ventures etc) or different forms of loss (e.g. foreign exchange dealings, share
dealings, investments falling over, trading losses, land sales, contractual disputes, etc),
the rules can be very different and quite complex.

This course is designed to look at the range of issues pertaining to losses for our
clients, including maximising, utilising, and protecting tax losses for future benefit. It
both works through different investment / business structures and different types of
losses that can be generated.

All references in this paper are to the Income Tax Act 2007 (“the Act”) unless
otherwise stated.

Given the general nature of this paper and course, the authors do not intend it to be a
substitute for specific professional advice. The authors accept no responsibility for
any act done or omitted to be done in reliance on the information contained in this

paper or presented during the course.

Scott Mason & Tony Marshall
WHK Taylors
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