
Mark Chapman

Principal, Chapman Tax Solutions

ta x  a d v i s e r
a u s t r a l i a n

ARCHIVE SEARCHING?

Use your username and 
password to log onto  

www.ifx.com.au to search our 
archives aand retrieve copies.

SUBSCRIBE TO THIS 
PUBLICATION

Click here
Can we help? 

Call 1300 360 905  
Email admin@aifx.com.au

NEED TO ASK AN ADVISER?

Go to www.ifx.com.au  
to connect. 

 Please call customer support 
on  1300 360 905 if you have 

any difficulties. 

2201: JULY 2021

INFORMATION EXCHANGE 
CORPORATION 

L17, 40 Mount Street, 
 North Sydney NSW, 2060

E: admin@ifx.com
  T: 61 2 9956 7775   
W: www.ifx.com.au

IN THIS ISSUE

SECTION 1 – PROFESSIONAL DEVELOPMENTS .............................................................................1

TAX DEDUCTIONS FOR INTEREST EXPENSES ...............................................................................1

¶1.1 Introduction: What is interest? .........................................................................................1

¶1.2 When is a deduction due? The meaning of ‘incurred’ .................................................... 2

¶1.3 Nexus: What are the borrowed fund used for? .............................................................. 2

¶1.4 Split loans .......................................................................................................................... 3

¶1.5 Practical points .................................................................................................................4

¶1.6 Interest on the family home ............................................................................................4

¶1.7 Division of net income or loss by co-owners ..................................................................4

¶1.5 Interest on borrowings used to acquire investments .................................................... 5

¶1.6 Compound interest........................................................................................................... 5

¶1.7 Claiming interest before an income producing activity has started ............................. 5

¶1.8 Claiming interest after an income producing activity has ceased .................................6

¶1.9 Vacant Land: The old rules ............................................................................................... 7

¶1.10 Vacant land: The new rules .............................................................................................. 7

¶1.11 Vacant land: When does land cease to be vacant? .........................................................8

¶1.12 Interest as a capital expense ...........................................................................................8

SECTION 2 – PROFESSIONAL CURRENCY .....................................................................................9

LEGISLATION .....................................................................................................................................9

¶1.13 COVID-19 economic response Bill receives assent ..........................................................9

¶1.14 Treasury laws 2021 No 3 Bill now law ..............................................................................9

¶1.15 Treasury laws 2021 No 4 Bill receives assent ...................................................................9

RULINGS & GUIDELINES .................................................................................................................10

¶1.16 Key tax and superannuation measures taking effect from 1 July 2021 ....................... 10

¶1.17 CGT improvement threshold for 2021–22 ....................................................................... 11

¶1.18 Effective life of depreciating assets ............................................................................... 11

¶1.19 Effective life of depreciating assets for 2021–22 ........................................................... 11

¶1.20 Reasonable travel and meal allowances for 2021–22 ....................................................12

Continued

http://www.ifx.com.au
http://www.ifx.info
http://www.ifx.com.au


Mark Chapman

Principal, Chapman Tax Solutions

ta x  a d v i s e r
a u s t r a l i a n

ARCHIVE SEARCHING?

Use your username and 
password to log onto  

www.ifx.com.au to search our 
archives aand retrieve copies.

SUBSCRIBE TO THIS 
PUBLICATION

Click here
Can we help? 

Call 1300 360 905  
Email admin@aifx.com.au

NEED TO ASK AN ADVISER?

Go to www.ifx.com.au  
to connect. 

 Please call customer support 
on  1300 360 905 if you have 

any difficulties. 

2201: JULY 2021

INFORMATION EXCHANGE 
CORPORATION 

L17, 40 Mount Street, 
 North Sydney NSW, 2060

E: admin@ifx.com
  T: 61 2 9956 7775   
W: www.ifx.com.au

IN THIS ISSUE

¶1.21 Division 7A UPEs under sub-trust arrangements — guideline updated.......................13

¶1.22 COVID-19: Div 7A relief for 2020–21 ................................................................................13

¶1.23 Draft guidance on R&D ‘at risk rule’ .............................................................................. 14

¶1.24 Draft guidance on software royalties.............................................................................15

¶1.25 Aggregated turnovers and relevant income year ........................................................ 16

¶1.26 GST determination on National Disability Insurance Scheme supports ...................... 16

¶1.27 FBT ruling on car parking benefits finalised ...................................................................17

CASES  ..........................................................................................................................................17

¶1.28 Resident trustees assessed on capital gains distribution to foreign beneficiaries .....17

¶1.29 Property subdivision profits were ordinary income ..................................................... 18

STATE TAXES ....................................................................................................................................19

New South Wales .............................................................................................................................. 19

¶1.30 NSW Budget 2021–22 ...................................................................................................... 19

¶1.31 COVID-19 (NSW): July payroll tax liabilities deferral arrangements ............................20

Australian Capital Territory ...............................................................................................................20

¶1.32 ACT abolishes stamp duty on housing worth up to $500,000 .....................................20

Tasmania  ..........................................................................................................................................21

¶1.33 Stamp duty (Tas): Two-year stamp duty waiver for electric vehicles...........................21

SOUTH AUSTRALIA .........................................................................................................................21

¶1.34 SA Budget 2021–22...........................................................................................................21

SECTION 3 – QUESTIONS AND ANSWERS .................................................................................. 22

¶1.35 Deceased estate and distribution of profits ................................................................. 22

¶1.36 Accounting for GST and Going Concern ........................................................................ 23

¶1.37 Establishing that disabled wife has an interest in (tax law) partnership property .... 24

¶1.38 Unpaid present entitlement ..........................................................................................26

¶1.39 Revoking or varying a family trust election in the context of a divorce ..................... 27

¶1.40 Extending the vesting date of a pre–NSW Perpetuities Act Family 
Discretionary Trust .........................................................................................................28

¶1.41 Loan guarantee and CGT Events on redemption..........................................................29

¶1.42 Government grants and contributions – income recognition .....................................30

¶1.43 Business of cryptocurrency trading............................................................................... 32

¶1.44 Early release of super .....................................................................................................34

http://www.ifx.com.au
http://www.ifx.info
http://www.ifx.com.au


© Information Exchange Corporation 2021 1

AUSTRALIAN TAX ADVISER • 2201 • JULY 2021

SECTION 1 – PROFESSIONAL DEVELOPMENTS

TAX DEDUCTIONS FOR INTEREST EXPENSES

¶1.1 Introduction: What is interest?

Interest is not defined in the tax acts. As such, it takes its normal meaning, namely that it is a sum payable for 

the use of another sum (the principal) and is expressed as a percentage of the principal. 

Interest is generally a revenue deduction under s8-1 provided the various criteria are satisfied. Section 8-1 says:

General deductions

(1) You can deduct from your assessable income any loss or outgoing to the extent that:

(a) it is incurred in gaining or producing your assessable income; or

(b) it is necessarily incurred in carrying on a business for the purpose of gaining or producing your

assessable income.

 ...

(2) However, you cannot deduct a loss or outgoing under this section to the extent that:

(a) it is a loss or outgoing of capital, or of a capital nature; or

(b) it is a loss or outgoing of a private or domestic nature; or

(c) it is incurred in relation to gaining or producing your exempt income or your non assessable

non exempt income; or

(d) a provision of this Act prevents you from deducting it.

From the above, we can conclude that interest can be deducted provided there is sufficient nexus to the source 

of assessable income and provided also that it has been incurred. We’ll explore these concepts in a moment. 

But, even if those two key criteria are met, the interest will not be deductible if one of the four negative limbs 

of section 8-1(2) are met:

• Interest is not generally capital but if it is, it will not be deductible.

• Interest incurred on borrowings to finance private or domestic expenditure (for instance, a new car,

a holiday, or a new main residence) will not be allowable

• Interest incurred with a view to gaining exempt income or non-assessable non-exempt income is not

allowable

• Interest is disallowed if it is prevented from being deducted by a different section of the tax acts (for

example, the restrictions on holding costs for vacant land which we’ll look at shortly)


