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128. Now produced and shown to me marked “AJW-3" is a copy of a letter from PwC to
me dated 28 October 2016 summarising the position as to the taxation issues in

this proceeding as of the morning of 28 October 2016.

129. On the evening of 28 October 2016, | was advised that PwC was contacted by
I the ATO late on 28 October 2016. PwC advised that
B Had conveyed her informal advice that the position of the ATO would be
that all interest earned on settlement monies would be assessable and that no
administration expenses would be deductible. PwC requested that written
justification of the response be provided and [Jl] suggested a meeting to
discuss these issues in the week commencing 31 October 2016. It is to be hoped
that a more favourable outcome may be arrived at as a result of this meeting.

130. | am profoundly disappointed by the informal indication which the ATO has given
of its approach to this matter and of the time it has taken to respond to the matters
raised. The consequence for group members in this proceeding is likely to be that
the Settlement Distribution Sum will be reduced by approximately $12m, that
interest earned (net of tax) will not be sufficient to cover administrative expenses

and that the percentage recovery for group members will be reduced.

131. Unless the ATO’s response changes at the meeting in the week commencing 31
October, | effectively have two options:

(a) to delay the distribution of the personal injury payments until | have obtained
legal advice regarding the ATO’s proposed position and if necessary take
formal legal steps to dispute their assessment. This avoids the possibility of
two personal injury distributions but has the obvious drawback of potentially

delaying a distribution beyond the end of this year; or

(b} effecting the distribution of personal injury settlement moneys on the basis
that the maximum potential taxation amount is payable from the settlement
distribution fund. In the event that | am advised to pursue options to dispute
any assessment and that course is successful | will look at the most effective
way to distribute the difference between the amount withheld for the
maximum tax liability and the amount actually paid for tax. This has the
advantage of ensuring a distribution this year but will result in increased costs

associated if there is a need for a second distribution to personal injury

claimants. /é %_\M\
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