Notice of private ruling
This ruling applies to:

Client name:
MG ST Pty Ltd as trustee for the MG Sub-trust
ABN: 74 605 542 765

Question 1

Will the distributions by the Liquidator of Murray Goulburn Co-operative Co. Limited to MG ST Pty
Ltd as trustee for the MG Sub-trust be a dividend under section 47 of the Income Tax Assessment
Act 1936 (ITAA 1936) or a non-share dividend as defined in section 974-120 of the Income Tax
Assessment Act 1997 (ITAA 1997)7?

Answer

No.

Question 2

Will section 45B of the ITAA 1936 apply to the distributions by the Liquidator?

Answer

No.

Question 3

Will Part IVA of the ITAA 1936 apply to the distributions by the Liquidator?
Answer

No.

This ruling applies for the following period:
Income year ending 30 June 2021

The scheme commences on:

1 July 2020

Relevant facts and circumstances

This ruling is based on the facts stated in the description of the scheme that is set out below. If
your circumstances are materially different from these facts, this ruling has no effect and you
cannot rely on it. The fact sheet has more information about relying on your private ruling.

1. Murray Goulburn Co-operative Co. Limited (Murray Goulburn) was previously a milk
cooperative, i.e. its shareholders were suppliers of milk to Murray Goulburn.

2. On 1 May 2018, Murray Goulburn sold its business to Saputo, another large dairy company.
Murray Goulburn used the proceeds of sale to make an initial distribution of 80c per equity
interest after repaying its corporate borrowings. The balance was retained until litigation that
had been undertaken against the company was finally resolved. This litigation has now been
resolved.

3.  Once the litigation was finally resolved, the shareholders of Murray Goulburn voted to put the

company into voluntary liquidation. Liquidators were appointed to Murray Goulburn on 26
June 2020.
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10.

11.

12.

13.

14.

Murray Goulburn’s equity as recorded in its Consolidated statement of financial position for
the year ended 30 June 2019 consisted of issued capital of $287,436,000 and (Accumulated
losses)/Retained Earnings of ($22,918,000), a net equity position of $264,518,000.

Issued capital consists of amounts in three separate accounts, Issued capital, Equity —
Convertible Preference Shares and Equity Notes. The Issued capital account relates to
capital raised from the issue of ordinary shares. The Equity — Convertible Preference Shares
account relates to capital raised from the issue of ordinary shares that have been converted
to Converting Preference Shares as part of the Shareholder Trading Platform (discussed
further below). The Equity Notes account relates to capital raised from the issue of Notes by
Murray Goulburn. These Notes are non-share equity for tax purposes and therefore give rise
to a non-share capital account.

The Notes were issued as part of a capital raising in July 2015. The capital raising involved
an issue to the public of units in a new unit trust (MG Unit Trust) to be listed on the ASX.
Each unit entitled the holder to the same rights to dividends and capital as a share in Murray
Goulburn but with no voting rights.

The unit capital that was raised was loaned to a wholly-owned sub-trust (MG Sub-trust) and
then invested in Notes in Murray Goulburn. The number of Notes that were issued was the
same as the number of units on issue. Each Note carried the same rights to dividends and
capital as ordinary shares but did not give any voting rights in Murray Goulburn.

The Shareholder Trading Platform (STP) was established as part of the capital raising in July
2015. The STP allowed suppliers to trade their shares at the same price as listed units. The
total number of shares and units was to remain the same. To deal with the fact that the
number of shares sold on a particular trading day might be different to the number of shares
bought on that day, a mechanism was created to allow shares to be converted into units and
units to be converted into shares.

If the number of ordinary shares sold on a trading day exceeded the number of ordinary
shares bought on that day, this meant that the number of ordinary shares on issue needed to
go down and the number of units on issue needed to go up. If the number of ordinary shares
sold on a trading day was less than the number of ordinary shares bought on that day, this
meant that the number of ordinary shares on issue needed to go up and the number of units
on issue needed to go down.

To decrease the number of ordinary shares on issue, ordinary shares were converted to
Converting Preference Shares (CPS) and transferred to the MG Sub-trust. The terms of CPS
were the same as the terms of the Notes. To increase the number of units on issue, MG Unit
Trust would issue further units to the public corresponding the number of CPS that were
received by the MG Sub-trust.

To increase the number of ordinary shares on issue, CPS held by the MG Sub-trust were
converted back to ordinary shares. The number of units on issue was correspondingly
reduced. In the event that the MG Sub-trust had no CPS, Murray Goulburn redeemed Notes
and issued further ordinary shares.

The amount subscribed by unitholders for their units was $2.10 per unit. The amount
subscribed by shareholders has typically been $1 per share. As a result of bonus issues and
other share transactions, the average share capital per share at the time of the 1 May 2018
distribution was approximately 90c per share.

The 1 May 2018 distribution of 80c per equity interest reduced the amount of unit capital per
unit to around $1.30 and the amount of share capital per share to around 10c per share.

The Liquidator proposes to make an interim distribution of approximately 43c per share/unit.
The distribution to holders of ordinary shares will be debited to Murray Goulburn’s Issued
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capital account to the extent of that account. The balance of the distribution will be debited to
Murray Goulburn’s Equity notes account.

15. The distribution on the Notes will be debited to Murray Goulburn’s Equity notes account.

16. The distribution on the CPS will be debited to Murray Goulburn’s Equity — Convertible
Preference Shares account to the extent of that account. The balance of the distribution on
the CPS will be debited to Murray Goulburn’s Equity notes account.

Relevant legislative provisions

Income Tax Assessment Act 1936 Subsection 47(1)
Income Tax Assessment Act 1936 Section 45B
Income Tax Assessment Act 1936 Part IVA

Income Tax Assessment Act 1997 Section 974-120

Unless otherwise stated, all legislative references in this ruling are to the Income Tax Assessment
Act 1936 (ITAA 1936)

For more information

If you have any questions, please phone Jose Marmanillo on (02) 937 42037 between 9.00am and
5.00pm, Monday to Friday.

When you phone us, please have the reference number 1051753060920 ready so we can quickly
access your details.

Yours sincerely

Rebecca Saint

Deputy Commissioner of Taxation

Per
(lan Cheung)
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Reasons for Decision
These reasons for decision accompany the Notice of private ruling for MG ST Pty Ltd as trustee
for the MG Sub-trust.

While these reasons are not part of the private ruling, we provide them to help you to understand
how we reached our decision.

Explanation 1

Section 47 deals with distributions by a liquidator. It states that distributions to shareholders of a
company by a liquidator in the course of winding up the company, to the extent to which they
represent income derived by the company (whether before or during liquidation) other than income
which has been properly applied to replace a loss of paid-up share capital, shall, for the purposes
of this Act, be deemed to be dividends paid to the shareholders by the company out of profits
derived by it.

Pursuant to section 43B, section 47 applies to non-share equity interests in the same way as it
applies to shares.

The distributions by the Liquidator on the Notes will be a non-share distribution on non-share
equity interests.

The Liquidator will make the distributions on the CPS and the Notes from the issued capital
accounts of Murray Goulburn. None of these accounts comprise income derived by the company.

The distributions by the Liquidator of Murray Goulburn on the CPS will not be a dividend under
section 47, and the distributions on the Notes will not be a non-share dividend as defined in section
974-120 of the Income Tax Assessment Act 1997 (ITAA 1997).

Explanation 2

Section 45B applies where the conditions in subsection 45B(2) are met and it is concluded that
certain capital benefits are provided to shareholders in substitution for dividends.

Where the requirements of subsection 45B(2) are met, paragraph 45B(3)(b) empowers the
Commissioner to make a determination that section 45C applies in relation to the whole, or a part,
of the capital benefit such that it will be treated as an unfranked dividend, so that it can be included
in the assessable income of the relevant taxpayer.

The payment of the interim liquidator’s distribution by the voluntary liquidator of Murray Goulburn
will constitute a scheme under which the shareholders are provided with a capital benefit
(paragraph 45B (5)(b)).

For the provision to apply, among other things, paragraph 45B(2)(c) requires that, having regard to
the relevant circumstances of the scheme, it would be concluded that the person, or one of the
persons, entered into the scheme or carried out the scheme or any part of the scheme for a
purpose, other than an incidental purpose, of enabling a taxpayer to obtain a tax benefit. A non-
exhaustive list of relevant circumstances of the scheme is provided in subsection 45B(8).

Having regard to the relevant circumstances surrounding the interim liquidator’s distribution, it
cannot be concluded that Murray Goulburn, the shareholders or any other person entered into or
carried out the scheme for the purpose of enabling the shareholders to obtain a tax benefit.

Accordingly, the Commissioner will not make a determination under paragraph 45B(3)(b) that
section 45C applies to treat the whole, or part of, a capital benefit that arises from the interim
liquidator’s distribution as a dividend in the hands of MG ST Pty Ltd.

Explanation 3

The Commissioner will not make a determination under section 177F in relation to the scheme.
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Based upon the specific facts and circumstances of this scheme, the Commissioner will not make
a determination under section 177F in relation to the scheme as it does not constitute a scheme to
which Part IVA applies.

Edited version of your private ruling
Authorisation Number: 1051753060920

This edited version of your ruling will be published on the ATO Legal database after 28 days from
the issue date of the ruling. The attached private rulings fact sheet has more information.

Please check this edited version to be sure there are no details remaining that you think may allow
you to be identified. If you have any concerns, you will find our contact details in the fact sheet.

Ruling
Subject: Proposed Liquidator’s distribution
Question 1

Will the distributions by the Liquidator be a dividend under section 47 of the Income Tax
Assessment Act 1936 (ITAA 1936) or a non-share dividend as defined in section 974-120 of the
Income Tax Assessment Act 1997 (ITAA 1997)?

Answer

No.

Question 2

Will section 45B of the ITAA 1936 apply to the distributions by the Liquidator?

Answer

No.

Question 3

Will Part IVA of the ITAA 1936 apply to the distributions by the Liquidator?
Answer

No.

This ruling applies for the following period:

1/7/20XX to 30/6/20XX

The scheme commences on:
XXIXX/20XX

Relevant facts and circumstances

Company A is the trustee of C Unit Trust and holds non-share equity interests issued by Company
B.

Due to the liquidation of Company B, Company A will receive distributions by the Liquidator.

Relevant legislative provisions
Income Tax Assessment Act 1936 Subsection 47(1)
Income Tax Assessment Act 1936 Section 45B
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Income Tax Assessment Act 1936 Part IVA
Income Tax Assessment Act 1997 Section 974-120

Unless otherwise stated, all legislative references in this ruling are to the Income Tax Assessment
Act 1936 (ITAA 1936)

Reasons for decision
Question 1

The proposed distributions by the Liquidator of Company B to the C Unit Trust will not be a
dividend or a non-share dividend pursuant to section 47.

Question 2

Section 45B of the ITAA 1936 will not apply to the distributions by the Liquidator.
Question 3

Part IVA will not apply to the distributions by the Liquidator.

Disclaimer
You cannot rely on the rulings in the Register of private binding rulings in your tax affairs. You can

only rely on a private ruling that we have given to you or to someone acting on your behalf.

The Register of private binding rulings is a public record of private rulings issued by the ATO. The
register is an historical record of rulings, and we do not update it to reflect changes in the law or
our policies.

The rulings in the register have been edited and may not contain all the factual details relevant to
each decision. Do not use the register to predict ATO policy or decisions.
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