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Fact sheet: Trust administration and legal costs 

 

Legal, accounting and administration expenses are fully deductible if incurred in connection with: 

  • The preparation, stamping and registration of any lease of trust property used in the derivation of 
gross income 

  • The renewal or assignment of any such lease 

  • The preparation of any Deed of Acknowledgement of Debt 

  • Remuneration paid to trustees that is attributable to the derivation of gross income 

  • Remuneration in relation to tax advice 

  • Remuneration to trustees in relation to reviewing financial statements 

  • Attendances in relation to finance documentation (where finance costs are deductible) 

Legal and administration expenses are not deductible if incurred in connection with: 

  • The cost of drawing up a Trust Deed 

  • The capital administration 

  • The distribution of income to beneficiaries 

  • The appointment of new beneficiaries 

  • The cost of settling any dispute related to beneficiaries 

  • Costs associated with a gifting programme 

Trustees’ Remuneration 

When the capital of the trust is made up of mainly business and farming assets, and the trustees conduct 
business with those assets, the trustees’ activities are accepted as relating to the derivation of gross income 
and not protection of the capital. Therefore, in these circumstances, the whole of the trustees’ remuneration 
is permitted as a deduction for tax purposes. 

Note that remuneration is only payable when permitted in accordance with the terms of the trust. 

Gifting 

Deeds of Reduction in Debt and Gift Statements are prepared at the request of individuals who have 
previously advanced funds to the family trust, (the donors). It is the donors who provide instructions to their 
solicitor to complete such deeds and for these reasons, any related legal and administration expenses are 
not tax deductible to the family trust. 

The donor would have to show that the gifting, and legal fees incurred as a result, are part of their own 
business or income earning process, before being able to claim a deduction. 

$10,000 threshold 

From the 2009 income year onwards, on condition that the trust’s total legal expenses for the income year 
are equal to or less than $10,000: 

  • Trusts can deduct business-related legal expenditure, irrespective of whether those legal 
expenses are capital or revenue in nature 

  • A deduction is available for legal expenses incurred in acquiring a capital asset that is used to 
derive taxable income 

For more information on this, please see the Inland Revenue website 

From the 2010 income year onwards: 

https://www.taxtechnical.ird.govt.nz/new-legislation/act-articles/taxation-business-tax-measures-act-2009/changes-to-help-small-and-medium-enterprises
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  • Legal fees for buying and selling a property can be deducted, on condition that the trust’s total 
legal expenses for the income year, including the fees associated with buying and selling a 
property, are equal to or less than $10,000 

For more information on this, please see the Inland Revenue website 

If the total legal expenses for the income year exceed $10,000, then the ordinary rules apply. 

Our recommendation 

There will always be exceptions to the general rules as listed above. 

As always, we suggest you contact us for specific advice. 
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Important:  Clients should not act solely on the basis of the material contained in this article.  Items herein are general comments only 
and do not constitute nor convey advice per se.  Changes in legislation may occur quickly.  We therefore recommend that our formal 
advice be sought before acting in any of the areas.  This article is issued as a helpful guide to our clients and for their private 

information.  Therefore it should be regarded as confidential and should not be made available to any person without our prior approval. 

 

http://www.ird.govt.nz/property/property-rental/deductions-you-can-claim/

