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Part 1 Preliminary

1 Name

This instrument is the Veterans’ Entitlements (Attribution of Income)
Principles 2025.

2 Commencement

This instrument commences on the day after the day it is registered.

3 Authority

This instrument is made under section 52Z77Q of the Veterans’ Entitlements
Act 1986.

3A Repeal

Schedule 4 to the Veterans’ Affairs (Legislative Instrument Re-making
Exercise) Instrument 2014 is repealed.

4 Definitions
Note: A number of expressions used in this instrument are defined in the Act, including the
following:
(a) attributable stakeholder — of a company or trust (see section 52ZZJ);
(b) Commission (see section 5Q);
(c) company (see section 52Z0);
(d) member of a couple (see section SE);
(e) partner (see section SE);
(f) trust (see section 52Z0 of the Act).

In this instrument, unless the contrary intention appears:
Act means the Veterans’ Entitlements Act 1986.

attributable income, in relation to an individual who is an attributable stakeholder
of a company or trust, means income that the individual is taken to receive during
an attribution period of the company or trust.

distribution, in relation to a trust, includes an amount credited by a trust to a
beneficiary of the trust.

4A Purpose

This instrument sets out decision-making principles with which the Commission
must comply in making the following determinations:

(a) adetermination under subsection 52ZZK(2) of the Act that, for the purposes
of the application of subsection 52ZZK(1) of the Act to a specified individual
and a specified company or trust, a specified amount is excluded income;

(b) a determination under section 52ZZL of the Act that the ordinary income of
an individual does not include the amount or value of a distribution, or a part
of the amount or value of a distribution, to the individual by a company or
trust;

(c) a determination under section 52ZZP(3) of the Act that a specified period is a
derivation period of a company or trust for the purposes of the application of
Subdivision G of Division 11A of Part II1IB of the Act to a specified
individual and to a specified company or trust;
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(d) adetermination under section 52ZZQ(1) of the Act that a specified period is
an attribution period for the purposes of the application of Division 11A of
Part I1IB of the Act to a specified individual and to a specified company or
trust.
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Part 2 Determination about excluded income (Act,
s 527.7K)

Division 2.1 No double counting—both members of couple are
attributable stakeholders of company or trust

5 Application of Division 2.1

This Division applies if, in respect of an individual, the following circumstances
exist:

(a) the individual is a member of a couple;

(b) the individual and the individual’s partner are attributable stakeholders of a
company or trust;

(¢) during a derivation period of the company or trust, the individual:
(i) may, or may not, receive a distribution from the company or trust; but

(i1) is taken to receive an amount of attributable income during the
attribution period that relates to the derivation period;
(d) during the derivation period mentioned in paragraph (c), the individual’s
partner:
(i) receives a distribution from the company or trust; and

(i1) is taken to receive an amount of attributable income during the
attribution period that relates to the derivation period.

6 Sum of distributions is the same as sum of attributable income

(1) This section applies if:

(a) the sum of the distributions mentioned in subparagraphs 5(c)(i) (if any)
and 5(d)(i) is the same as the sum of the attributable income mentioned in
subparagraphs 5(c)(ii) and 5(d)(ii); but

(b) the amount of the distribution mentioned in subparagraph 5(d)(i) is greater
than the amount of attributable income mentioned in subparagraph 5 (d)(ii).

(2) The Commission must consider determining that the difference between the
amounts referred to in paragraph (1)(b) is excluded income in relation to the
attributable income of the individual mentioned in paragraph 5(c).

7 Sum of distributions is less than sum of attributable income

(1) This section applies if:

(a) the sum of the distributions mentioned in subparagraphs 5 (c)(i) (if any)
and 5(d)(i) is less than the sum of the attributable income mentioned in
subparagraphs 5(¢)(ii) and 5(d)(ii); but

(b) the amount of the distribution mentioned in subparagraph 5(d)(i) is greater
than the amount of attributable income mentioned in subparagraph 5(d)(ii).

(2) The Commission must consider determining that the difference between the
amounts referred to in paragraph (1)(b) is excluded income in relation to the
attributable income of the individual mentioned in paragraph 5(c).
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8 Sum of distributions is greater than sum of attributable income

(1) This section applies if:

(a) the sum of the distributions mentioned in subparagraphs 5(c)(i) (if any)
and 5(d)(i) is greater than the sum of the attributable income mentioned in
subparagraphs 5(c)(ii) and 5(d)(ii); but

(b) the amount of the distribution mentioned in subparagraph 5(c)(i) (if any) is
less than the amount of attributable income mentioned in
subparagraph 5(c)(ii).

(2) The Commission must consider determining that the difference between the
amounts referred to in paragraph (1)(b) is excluded income in relation to the
attributable income of the individual mentioned in paragraph 5(c).

Division 2.2 No double counting—one member of couple is not
attributable stakeholder

9 Distribution made to partner who is not attributable stakeholder

(1) This section applies if, in respect of an individual, the following circumstances
exist:

(a) the individual is a member of a couple;

(b) the individual is an attributable stakeholder of a company or trust, but the
individual’s partner is not an attributable stakeholder of the company or trust;

(c) during a derivation period of the company or trust, the individual:
(i) may, or may not, receive a distribution from the company or trust; but

(i1) is taken to receive an amount of attributable income during the
attribution period that relates to the derivation period,

(d) during the derivation period mentioned in paragraph (c), the individual’s
partner receives a distribution from the company or trust.

(2) The Commission must consider determining that an amount equal to the amount of
the distribution received by the partner is excluded income in relation to the
attributable stakeholder.

Division 2.3 Investor makes genuine transfer and receives
distribution or credit

10 Application of Division 2.3

This Division applies if:
(a) an individual (the investor) makes a genuine transfer of capital to a company
or trust of which the investor is not an attributable stakeholder; and

(b) during a derivation period of the company or trust, the investor receives a
distribution from the company or trust.

11 Genuine transfer of capital

For section 10, a transfer of capital is a genuine transfer of capital if:

(a) the investor receives, as consideration for the transfer, shares in the company,
or units in the trust, of a value that is equivalent to the value of the capital
transferred; and
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(b) the investor has a legal or equitable right to a share of the capital of the
company or trust; and

(c) the investor has a legal or equitable right to receive dividends or distributions
in accordance with the constituent documents of the company or the terms of
the trust; and

(d) the investor is over 18 years of age.

12 Excluded income

(1) This section applies if:
(a) an individual who is an attributable stakeholder of a company or trust is taken
to receive attributable income in accordance with subsection 52ZZK(1) of the
Act; and
(b) the attributable income of the individual is taken to include additional
ordinary income in the circumstances mentioned in section 10.

(2) The Commission must consider determining that the amount of additional ordinary
income worked out in accordance with subsection (3) is excluded income in
relation to the attributable stakeholder.

(3) The amount of excluded income is worked out by multiplying the amount of the
distribution mentioned in paragraph 10(b) by the income attribution percentage of
the attributable stakeholder.
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Part 3 Determination about excluded income (Act,
s 527.71)

Division 3.1 No double counting of attributed income—general

13 No double counting of attributed income—general

(1) For paragraphs 52ZZL(1)(d) and (e) and (2)(d) and (e) of the Act, the Commission
must have regard to the ordinary income of the individual received during the
relevant attribution period and consider if the individual is an attributable
stakeholder of:

(a) more than 1 controlled private company; or
(b) more than 1 controlled private trust; or
(c) atleast 1 controlled private company and 1 controlled private trust.

(2) For paragraphs 52ZZ71.(1)(d) and (e) and (2)(d) and (e) of the Act, the Commission
must also consider if a company or trust mentioned in subsection (1) has derived an
amount, directly or indirectly, by way of dividend or other distribution from
another controlled private company or controlled private trust.

14 No double counting if ordinary income significantly diminished

(1) This section applies if:
(a) a company or trust makes a distribution to an individual who is an
attributable stakeholder of the company or trust; and

(b) the individual would, but for this section, be taken to receive an amount of
ordinary income over a period of 12 months in accordance with section 46A
of the Act; and

(c) the ordinary income of the individual derived from the company or trust
during an attribution period has ceased, or is significantly diminished,
because the company or trust:

(i) has been wound-up or otherwise ceased to exist; or
(i1) has been subject to circumstances adversely affecting its profitability.

(2) For paragraphs 52ZZ1.(1)(d) and (e) and (2)(d) and (e) of the Act, the Commission
must consider:

(a) whether, in all the circumstances, the application of section 46A of the Act
would be unfair or unreasonable in relation to the individual; and

(b) if section 46A applies unfairly or unreasonably in relation to the individual,
determining that the ordinary income of the individual does not include the
whole or part of the amount or value distributed to the individual.

Division 3.2 Distributions by companies
15 No double counting of attributed income—distribution by company to all

attributable stakeholders

(1) This section applies if:

(a) during a particular derivation period of a company, an individual receives a
distribution of capital from the company (the distribution); and
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2

3)

(b) the individual is an attributable stakeholder of the company during an
attribution period that corresponds with the derivation period of the company;
and

(c) the distribution made to the attributable stakeholder is part of a distribution to
all attributable stakeholders of the company (the total distribution); and

(d) the proportion that the distribution to each attributable stakeholder bears to
the total distribution, expressed as a percentage, is the same as each
attributable stakeholder’s asset attribution percentage in relation to the
company.

For paragraph 52771 (1)(d) of the Act, the Commission must consider determining
that the ordinary income of the individual received during the attribution period
does not include the distribution if, but for this section, the amount or value of the
distribution would be included in the ordinary income of the individual for that
period.

For paragraph 52771 (1)(e) of the Act, the Commission must consider determining
that the ordinary income of the individual received during the attribution period
does not include any part of the amount or value of the distribution if, but for this
section, any part of the amount or value of the distribution would be included in the
ordinary income of the individual for that period.

16 No double counting of attributed income—other distributions by a company

M

2

3)

This section applies if:

(a) during a particular derivation period of a company, an individual receives a
distribution of capital or profits from the company (the distribution); and

(b) the individual is an attributable stakeholder of the company during an
attribution period that corresponds with the derivation period of the company;
and

(c) the distribution is made in circumstances other than those mentioned in
section 14 and paragraphs 15(1)(c) and (d); and

(d) the individual is taken to receive additional ordinary income during that
attribution period in accordance with subsection 52Z7ZK(1) of the Act.

For paragraph 52ZZL(1)(d) of the Act, if the amount of the distribution is less than,
or equal to, the additional ordinary income that the individual is taken to receive in
accordance with subsection 52ZZK(1) of the Act during the attribution period, the
Commission must consider determining that the ordinary income of the individual
received during that period does not include the amount of that distribution.

For paragraph 52ZZL(1)(e) of the Act, if the amount of the distribution exceeds the
additional ordinary income that the individual is taken to receive in accordance
with subsection 52ZZK(1) of the Act during the attribution period, the Commission
must consider determining that the ordinary income of the individual received
during that period does not include so much of the amount of the distribution that
equals the additional ordinary income that the individual is taken to receive in
accordance with subsection 52ZZK(1) of the Act.
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Division 3.3 Distributions by trusts

17 No double counting of attributed income—distribution by trust to all
attributable stakeholders

(1) This section applies if:

2

3)

(a) during a particular derivation period of a trust, an individual receives a
distribution of corpus from the trust (the distribution); and

(b) the individual is an attributable stakeholder of the trust during an attribution
period that corresponds with the derivation period of the trust; and

(c) the distribution made to the attributable stakeholder is part of a distribution to
all attributable stakeholders of the trust (the total distribution); and

(d) the proportion that the distribution to each attributable stakeholder bears to
the total distribution, expressed as a percentage, is the same as the
attributable stakeholder’s asset attribution percentage in relation to the trust.

For paragraph 52ZZL(2)(d) of the Act, the Commission must consider determining
that the ordinary income of the individual received during the attribution period
does not include the amount or value of the distribution if, but for this section, the
distribution would be included in the ordinary income of the individual for that
period.

For paragraph 52ZZ1(2)(e) of the Act, the Commission must consider determining
that the ordinary income of the individual received during the attribution period
does not include any part of the amount or value of the distribution if, but for this
section, any part of the amount or value of the distribution would be included in the
ordinary income of the individual for that period.

18 No double counting of attributed income—other distributions by trust

(M

2

3)

This section applies if:

(a) during a particular derivation period of a trust, an individual receives a
distribution of corpus or income from the trust (the distribution); and

(b) the individual is an attributable stakeholder of the trust during an attribution
period that corresponds with the derivation period of the trust; and

(c) the distribution is made in circumstances other than those mentioned in
section 14 and paragraphs 17(1)(c) and (d); and

(d) the individual is taken to receive additional ordinary income, during that
attribution period, in accordance with subsection 52ZZK(1) of the Act.

For paragraph 52ZZ1(2)(d) of the Act, if the amount of the distribution is less than,
or equal to, the additional ordinary income that the individual is taken to receive in
accordance with subsection 52ZZK(1) of the Act during the attribution period, the
Commission must consider determining that the ordinary income of the individual
received during that period does not include the amount of that distribution.

For paragraph 52ZZ1L(2)(e) of the Act, if the amount of the distribution exceeds the
additional ordinary income that the individual is taken to receive in accordance
with subsection 52ZZK(1) of the Act during the attribution period, the Commission
must consider determining that the ordinary income of the individual received
during that period does not include so much of the amount of the distribution that
equals the additional ordinary income that the individual is taken to receive in
accordance with subsection 52ZZK(1) of the Act.
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Part 4 Determination of derivation period (Act,
s 527.7.P)

19 Derivation period must reflect typical income

(1) This section applies to the determination of a specified period as the derivation period
of a specified company or trust in relation to an attributable stakeholder of the company
or trust.

(2) The derivation period must be a period that is determined having regard to the
following matters:

(a) the ordinary income of the company or trust for a derivation period referred
to in subsection 52ZZP(1) of the Act;

(b) the ordinary income of the company or trust for any other period or periods
that may reasonably be regarded as typical earning periods for the company
or trust;

(c) any circumstances affecting the company or trust during the periods referred
to in paragraphs (a) and (b);

(d) whether, having regard to any circumstances referred to in paragraph (c), it is
appropriate to use a derivation period different from the derivation period
referred to in subsection 52ZZP(1) of the Act.
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Part S Determination of attribution period (Act,
s 5272.7Q)

20 Attribution period must reflect typical circumstances

(1) This section applies to the determination of an attribution period in relation to:

(a) aspecified individual who is an attributable stakeholder of a specified
company or trust; and

(b) aspecified derivation period of the company or trust.

(2) The attribution period must be a period that is determined having regard to the
following matters:

(a) the ordinary income of the attributable stakeholder for the derivation period;

(b) the ordinary income of the attributable stakeholder for any other period or
periods that may reasonably be regarded as typical earning periods for the
attributable stakeholder;

(c) any circumstances affecting the attributable stakeholder during the periods
referred to in paragraphs (a) and (b);

(d) any circumstances that may reasonably be regarded as likely to affect the
ordinary income of the attributable stakeholder.
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