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GUNNS DISPUTES AMENDED TAX ASSESSMENTS 

 

Gunns Limited (“Gunns”) has been issued with amended income tax assessments in 
relation to a sale and leaseback transaction entered into by Gunns in the 2007 income 
year for the purpose of raising approximately $100 million of funding for its business. The 
Australian Taxation Office (“ATO”) has asserted that, even though the transaction had as 
its “main commercial object the raising of finance for the purpose of its general business 
operations”, Gunns should be assessed in relation to the transaction by: 

(a) the denial of rollover relief for the sale of the equipment to the lessor; 

(b) being allowed a deduction for the rentals paid to the lessor in the first year of the 
transaction; and 

(c) then being denied a deduction for the rentals paid to the lessor in subsequent years.  

The assessment in respect of the denial of rollover relief is $42,547,939 (including interest 
and penalties). The assessment in respect of the denial of rental deductions is $22,396,454 
(including interest and penalties).  

Gunns considers that these assessments are alternatives and cannot both be correct. It is 
understood that the assessments are intended to preserve all possible arguments before a 
Court. 

Gunns considers that the action by the ATO is inconsistent with Full Federal Court authority 
in relation to other sale and leaseback transactions where the ATO only disputed the 
difference between the amount of rentals paid and the financing charge recognised in 
accordance with accounting standards. The taxpayers in those cases were successful in 
defending the assessment made by the ATO. 

Gunns believes that its position in relation to the transaction is correct and that its position 
is supported by both the existing case law and the ATO’s published ruling on sale and 
leaseback transactions. Gunns intends to vigorously defend the assessments. 

In the meantime arrangements will be made for part payment of the assessments whilst 
the matter remains in dispute. 
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