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FINANCIAL YEAR END 2019 
 

 

AUSTRALIA IS STILL THE LUCKY COUNTRY! 

 
The silent majority has spoken and rejected the policy 
platform of the Labor / Green movement, seeing it as shallow 
and economically destructive. Policies were perceived to 
undermine decent hardworking and aspirational Australians. 
Arrogance around these policies, and underestimation of the 
electorate cost Labor the election. That is despite the LNP 
itself being in a policy vacuum, and also despite the amount of 
oxygen the ‘progressive’ left wing received from the likes of 
our ABC, Get Up, Unions, some large corporates, most media 
(especially internet based), and even the likes of the Royal 

Australian College of GPs! In many cases “other people’s 
money” is being used by these organisations in a breach of duty towards those who contribute that money without 
choice or ability to withdraw support.   
 

       
The LNP’s unofficial campaign team will be reflecting on their contribution to the election result.  

 
We are by no means out of the woods, however. Problems caused by years of policy ‘drift’ are mounting. There 
are no coherent long-term plans in vital areas such as energy, water, tax, population, immigration, environment, 
infrastructure, industrial relations, trade, and international relations. Hopefully now we are on the front foot to 
fix all this, however, there are some early signs of a reluctance of the LNP to put forward the bold but well thought 
out policies that are needed. We can only hope the federal swamp has been sufficiently drained.  
 
As we approach another financial year end, this policy lag will see us increasingly bullied by growing armies of 
bureaucrats at all levels of government, squeezing the life out of increasingly complex and inappropriate rules and 
regulations. If you need an example of this, read further on about the mess created by the interaction of the 
industrial relations system and the SGC compulsory superannuation system regarding the treatment of “annual 
leave loading”.  
 

Agencies such as the Fair Work Ombudsman office have been strengthened by 
extra budget funding and emboldened by the ‘success’ of the Hayne enquiry. 
Fair Work Ombudsman Sandra Parker is proud to boast about the geometric 
growth in penalties being levied on businesses found to be incorrectly dealing 
with employees. Recently  three ‘Tokyo Sushi’ outlets  were fined more than 
$380k in penalties for underpayments to workers totalling around $70k. 
Dangers abound on complex issues such as, awards, employee v contractor and 
sham contracting. Putting a business on the wrong side of the FWO or ATO is a 
fairly easy process for a disgruntled employee / contractor.      

 
As usual we hope you find our commentary helpful in highlighting issues and opportunities to focus on with the 
new financial year approaching.  

Something went terribly Wong for Labor! 

Dealing with government  

https://www.fairwork.gov.au/
https://www.fairwork.gov.au/about-us/key-people/sandra-parker-the-fair-work-ombudsman
https://www.fairwork.gov.au/about-us/news-and-media-releases/2019-media-releases/june-2019/20190603-tokyo-sushi-penalty-media-release


2019 YEAR END NEWSLETTER Page 2 of 21 

 
 
 

IN BRIEF  
 
What’s New 
 

More Instant Asset Write Offs: The $20k Instant Asset Write Off for small business was boosted to 
$25k from 29/01/2019 then to $30k from 03/04/2019.  It was also extended to medium-sized business 
with turnover from $10m to $50m from 03/04/19. Comment: Certainly, handy but real tax reform 
would be better. This is set to revert to $1,000 for SBEs and removed for medium sized businesses on 
01/07/2020 unless it is extended once again.  

 

Government Tenders - New Red Tape: From 1 July business tenders for government contracts >$4m 
will require a statement of tax record (STR) showing satisfactory compliance with the tax system. 
Comment: More red tape but it may weed out some dodgy tenderers.   

No Deduction For Non-Compliant Payments to Workers from 01/07/2019: From 1 July you can only 
claim deductions for payments you make to your workers (employees or contractors) where you have 
complied with the pay as you go (PAYG) withholding and reporting obligations for that payment. If 
there is a PAYGW Obligation for a payment and you have not withheld any amount the deduction is 
denied. Comment: No more deductions for ‘cash in hand’ type payments.    

 

Company Tax Rate of 27.5% for ‘Base Rate’ entities up to $50m: From 1 July 2019 the turnover 
threshold for the lower tax rate lifts from $25m to $50m for companies with 80% or less of their income 
being “passive”.  Comment: Any easing of tax cash flow is good, though the new two-tier company tax 
system is messy, and the benefit of the lower rate usually lost as soon as profits are drawn.   

 

Company Tax Losses Easier to Access … Maybe:  A new “Similar Business Test”, to supplement the 
existing Same Business Test for accessing company tax losses after a change in ownership, was passed 
in March with retrospective application to losses incurred after 01/07/2015. Comment: This is designed 
to allow businesses flexibility to change with the times and still qualify. The additional new tests are 
pretty fuzzy however.     

 

All Employers Subject to STP from July 1: Legislation has been passed such that almost all employers 
must be under the Single Touch Payroll System from 1 July.  Comment: The ATO have announced that 
small employers (<20 employees) can transition into STP over the first 3 months of the new financial 
year, ie by 30 September. If you run a payroll (including being a PAYGW employee of your own entity) 
and are not on top of this change you had better contact us. 

 

Taxable Payments Annual Reports (TPAR) Required by More Businesses from July 1: If you operate in 
the following industries and pay contractors in your industry you need to report the payments each 

year by 28 August: Building & Construction; Cleaning Services; Courier Services; and from 1 July 2019 
for Road Freight Services; IT Services; and Security, Investigation or Surveillance Services. Comment: 
these are industries that the ATO considers dodgy in terms of potential sham contracts and payments 
not being declared by recipients.  

 

Proposed 12-month SGC Amnesty a Dead Duck: The proposed 12-month amnesty allowing businesses 
to go back and fix up underpayments of compulsory 9.5% super with reduced penalty commencing 
24/5/2018, never made it through parliament. Comment: No word of any plans to re-introduce this yet.   

Payroll Tax Easing Qld 2019/20: The tax-free threshold for businesses having to pay payroll tax will 
increase from $1.1M to $1.3M. The payroll tax rate for businesses up to and including $6.5M is reduced 
for regional businesses by 1% to 3.75%. There are also rebates available for a net increase in 
employment, hiring eligible job seekers, and payments to apprentices. Comment: An overdue 
correction of threshold creep. Other measures are positive but payroll tax in any form is a bad tax.  

 

  

https://www.ato.gov.au/business/depreciation-and-capital-expenses-and-allowances/in-detail/depreciating-assets/simplified-depreciation---rules-and-calculations/?page=4
https://www.ato.gov.au/Tax-professionals/Newsroom/Your-practice/Tendering-for-Commonwealth-Government-contracts-/
https://www.ato.gov.au/General/Gen/Removing-tax-deductibility-of-non-compliant-payments/
https://www.ato.gov.au/Business/PAYG-withholding/Payments-you-need-to-withhold-from/
https://www.ato.gov.au/rates/changes-to-company-tax-rates/?page=1
https://www.ato.gov.au/Business/Business-bulletins-newsroom/Large-business/Increasing-access-to-company-losses/
https://www.ato.gov.au/Business/Single-Touch-Payroll/
https://www.ato.gov.au/Business/Reports-and-returns/Taxable-payments-annual-report/
https://budget.qld.gov.au/
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Holding Costs on Vacant Land Not Deductible from 1St July 2019: This was announced in the May 2018 
Budget but has not yet progressed beyond exposure draft . Deductions will be denied in develop to 
rent properties, and during periods rental properties are off the rental market for repairs or 
improvements.  Comment: These changes impact a lot of property investors and it is pretty average 
that the start date will pass with no certainty about whether this will even be legislated and if so the 
final details. 

 

Qld Land Tax Absentee Surcharge for Foreign Corporations & Trustees of Foreign Trusts 2019/20: 
From 1 July 2019 a new land tax foreign surcharge of 2% will apply to foreign companies and trustees 
of foreign trusts that own land.  The surcharge will apply to the portion of the taxable value of land 
that is equal to or greater than $350,000. Comment: Foreign trusts and companies don’t vote! 

 

 

New LAMITO Refund: For FY 2019 the new Low- & Middle-Income Offset (LAMITO) will be increased 
to a maximum of $1,080 from $530. The offset totally phases out at an income level of $126k. 
Comment: This will show up as a nice extra refund for many however it still needs to retrospectively 
pass parliament.     

 

‘Group Certificates’ / ‘Payment Summaries’ are Disappearing: With the introduction of Single Touch 
Payroll and the increasing relevance of MyGov, many employers will not be providing a hard copy 
annual statement of your earnings. Comment: This data is meant to be ready to download from My 
Gov or your tax agents ATO portal by July 31. One less item for the shoe box!    

 

First Home Super Saver Scheme Mark II Kicks In:  Voluntary contributions up to $15,000 can be made 
by an individual who has yet to purchase their first home into their superannuation account and later 
released up to a total of $30k. The  changes to the scheme apply retrospectively to valid FHSS release 
requests and contracts entered into on or after 1 July 2018. Comment: It’s a fiddly scheme. Seems to 
require the tax benefits of concessional contributions to make it worthwhile. A good way for parents to 
assist children by funding additional concessional contributions.  

 

Qld Land Tax Absentee Changes 2019/20: From 1 July 2019, Australian citizens and Australian 
permanent residents holding permanent visas living, working or travelling overseas for an extended 
period will no longer be assessed as absentee landholders.  This means for land tax assessed from 
2019/20 financial year they will benefit from the higher tax-free threshold and lower land tax rates that 
apply to resident individuals and will not have to pay the absentee surcharge. 

 

  

Start Date for Changes to Division 7A Deferred to 1 July 2020: Division 7A is designed to penalise 
private company shareholders who access company profits indirectly through taking loans or other 
benefits from a company or a related trust. The rules are complex and easy to inadvertently fall foul 
of. As they stand the changes will remove some traps but will accelerate tax triggers. Comment: 
Hopefully we will know the result of further consultation on the rules soon so we can begin preparations 
well before next July.      

 

What Does a Company have to Do to Be Regarded as a Business?  - Not Much! The ATO released 
Taxation Ruling TR 2019/1 confirming the proposition that a company has a lower threshold for being 
considered to be in business. Holding money in an interest-bearing account can be enough. Comment: 
The purpose of the ruling is specifically to resolve the debacle around the application lower company 
tax rate for 2017 and 2018 before the Base Rate Entity rules commenced.  It will however have broader 
use in allowing investment companies access to non-CGT small business tax concessions and perhaps 
FBT concessions including Statutory Formula motor vehicle concession.   

 

  

http://srr.ministers.treasury.gov.au/media-release/017-2018/
http://srr.ministers.treasury.gov.au/media-release/017-2018/
https://treasury.gov.au/consultation/c2018-t334991
https://www.ato.gov.au/Individuals/Super/In-detail/Important-changes-to-the-First-home-super-saver-scheme/
https://www.ato.gov.au/business/private-company-benefits---division-7a-dividends/
https://www.ato.gov.au/General/New-legislation/In-detail/Other-topics/Targeted-amendments-to-Division-7A/
https://www.ato.gov.au/law/view/document?DocID=TXR/TR20191/NAT/ATO/00001
https://www.ato.gov.au/Business/Small-business-entity-concessions/Concessions/Income-tax-concessions/
https://www.ato.gov.au/Business/Small-business-entity-concessions/Concessions/FBT-concessions/
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Work Test Easing: The work test  can restrict contributions for those 65 and over. From 01/07/2019 
there is a limited exemption for recent retirees with a fund balance below $300k. From 01/07/2020 it 
will be further eased to allow contributions by 65 and 66-year olds without reference to the work test. 
Comment: the 3-year bring forward will also be allowed for 65 and 66-year olds.     

 

Increase in Allowable SMSF Size Abandoned: The proposal to increase the maximum membership of 
SMSFs from 4-6 has been withdrawn by the LNP. Comment: Labor and their allies will block this every 
day of the week because SMSFs are a threat to union run industry funds.       

Unused Concessional Cap Carry Forward Kicks In: 2019/20 is the first year eligible people can achieve 
a concessional contribution cap > $25k by carry forward of unused prior year cap amounts. Conditions 
apply, the key one being a Total Super Balance of <$500k at 30 June prior to the year of the top up. 
Comment: This system can be used to manage exposure to Div. 293 tax where income fluctuates above 
and below the $250k threshold where that kicks in.  For example, an individual with “income” over 
$250k might consider delaying making a personal deductible contribution in 18/19 if they expect to be 
under $250k “income” in 2019/20. Therefore, the catch-up contribution may avoid attracting a Div. 293 
liability. Seek advice before making any super contributions.  

 

 
 

CHANGES THAT HAVEN’T QUITE MADE IT! 
 
The dysfunctionality of our parliament results in quite a bit of uncertainty and 
inefficiency.  
 
Here are some current examples:  
 

MEASURE STATUS COMMENT 

Increase to Low- & Middle-Income 
Offset (LAMITO) – effective 1/7/18 

Not Law. Currently the subject of 
political games.  

This affects the current year and 
may delay processing of tax returns. 
Nice! 

SGC 1-year amnesty from 24/5/18 Never enacted Some businesses would have already 
acted on it in good faith  

Preventing inadvertent concessional 
caps breaches by certain employees 

Stalled since 25 June 2018 An automatic breach of one set of 
rules through following another set. 
Brilliant! 

Denial of CGT Main Residence 
Exemption for non-tax residents – 
effective 27/5/2017 

Introduced into parliament 
8/2/2018. Endorsed by Senate 
Economics Committee. Now Lapsed 
due to the election.  

The government is trying to 
disassociate itself from this now 
because of retrospective and unfair 
outcomes. It may never resurface.  

Limitation of Deductions for Vacant 
Land Holding Costs  

Exposure draft legislation 
introduced into parliament 14th 
October 2018.  

See above. This is very ordinary.  

 
 

IMPORTANT YEAR END TAX REMINDERS 
 

Here are our top 25 things to check off in the final days of June or think about for the year ahead. 
 

1. Ensure SMSF Minimum Income Stream Payments Have Been Made to Members 
 

SMSFs paying income streams/pensions to members must ensure minimum required payments have been made 
by 30th June in order to preserve tax exemption. 

https://www.ato.gov.au/Individuals/Super/In-detail/Growing-your-super/Claiming-deductions-for-personal-super-contributions/?page=2
https://www.ato.gov.au/Rates/Key-superannuation-rates-and-thresholds/?page=3
https://www.ato.gov.au/Business/Super-for-employers/Proposed-Superannuation-Guarantee-amnesty/
https://www.ato.gov.au/General/New-legislation/In-detail/Super/Preventing-inadvertent-concessional-caps-breaches-by-certain-employees/
https://www.ato.gov.au/General/New-legislation/In-detail/Super/Preventing-inadvertent-concessional-caps-breaches-by-certain-employees/
https://www.ato.gov.au/General/Capital-gains-tax/International-issues/Foreign-residents-and-main-residence-exemption/
https://www.ato.gov.au/General/Capital-gains-tax/International-issues/Foreign-residents-and-main-residence-exemption/
https://www.ato.gov.au/General/Capital-gains-tax/International-issues/Foreign-residents-and-main-residence-exemption/
https://treasury.gov.au/consultation/c2018-t334991
https://treasury.gov.au/consultation/c2018-t334991
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Comment: SMSF pension clients were advised of 2019 pension levels on completion of 2018 tax returns. Be careful 
with this. Underpayments are usually unfixable and costly in terms of extra tax. Funds without immediate liquid 
funds have the option of borrowing (including from a related party) as long as it is <10% of the value of the fund 
and <90 days.   
 
2. SMSF Documentation Including Valuations 
 
Self-managed superannuation funds that hold property or unlisted, irregular assets ideally should obtain external 
market valuations annually, or at least once every three years. For properties, that can be a written appraisal from 
a real estate agent. This should include an analysis of comparable sales or market rents/yields.  For unlisted assets, 
such as private company shares or trust units, data may include financial reports, meeting minutes etc. There is 
some limited scope for trustees to sign off on their own valuations if based on sensible data.  
 
Comment: An outdated or unreliable market valuation could mean that account-based pension calculations are 
incorrect and land you in hot water. 
 
3. Maximise Concessional & Non-Concessional Super Contributions & Avoid Breaching Contribution Caps 
 
Annual contribution caps apply to both concessional and non-concessional superannuation contributions. The 
policy of the government has been to reduce access to the tax benefits available in super by lowering these caps.  
This makes it all the more important not to miss opportunities to contribute where applicable.   
 
Taxation benefits of super are still worthwhile, even allowing for any additional Div. 293 Tax of 15% on high income 
earners (“income” >$250k), and now limitation on tax free pensions accounts and total superannuation balances.  
 
Seek our taxation advice about contributions as there are various requirements for eligibility and deductibility.   
 
Comment: Contributions must be received by the superannuation fund by 30th June. It is best to arrange payments 
early as there can be administrative delays. 
 
2018/2019 contribution caps are as follows: 
 

2019 Contribution Caps Cap per Individual Notes 

Concessional  $25,000 
From 01/07/19 a higher cap can apply if you qualify 
to carry forward unused prior year amounts (see 
above).  

Non-Concessional  $100,000 Note, from 01/07/17 your non-concessional cap or 
bring forward cap may be reduced if your ‘total 
superannuation balance’ is above or nearing 
$1.6m.  

Non-Concessional Maximum 3 Year 
Bring-Forward (Age < 65)  

$300,000 

 
TIP: The rules regarding contributions are now even more complicated. It is always best to check with us or your 
financial adviser.  
 
4. Other Superannuation Issues 

 
a) Pay Employees’ Superannuation Before 30th June 

Many businesses pay their compulsory employee superannuation on a monthly or quarterly cycle whereby 
the payment is not determined and paid until after period end.  Superannuation is not deductible unless 
received by the fund on or before 30th June.  If possible, to do so within your pay system, look to making your 
June contribution before 30th June. 
 
 

https://www.ato.gov.au/rates/key-superannuation-rates-and-thresholds/?page=2
https://www.ato.gov.au/rates/key-superannuation-rates-and-thresholds/?page=6#Division__160_293_tax
https://www.ato.gov.au/rates/key-superannuation-rates-and-thresholds/?page=2#Concessional_contributions_cap
https://www.ato.gov.au/rates/key-superannuation-rates-and-thresholds/?page=3#Non_concessional_contributions_cap
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Tip: Contributions are not deductible until “received” by the fund. Use of a pay service / superannuation 
clearing house may significantly delay this. As an exception SGC contributions to the “Small Business 
Superannuation Clearing House (SBSCH)” are deemed to be received by the relevant fund once received by the 
SBSCH. Remember 30th June is a Sunday this year.  

 
b) Notify Intention to Claim Personal Super Contributions 

Where you are eligible and intend to claim personal superannuation contributions as a tax deduction it is 
important for you to formally notify the fund the extent you wish to claim a deduction. This is often overlooked 
and causes problems. Your fund is required to confirm they have received a valid notice from you. Please 
retain the notice with your tax records.  
 
Most funds have their own form but the standard ATO one is here: https://www.ato.gov.au/Forms/Notice-
of-intent-to-claim-or-vary-a-deduction-for-personal-super-contributions/ 
 

c) Consider Topping up to Your $25k Concessional Cap by Salary Sacrifice or Personal Deductible Contributions  
The removal of the 10% Rule allows much more flexibility for individuals with wage and salary type income to 
top up with personal concessional contributions.   
 

d) Qualify for Government Superannuation Top Ups and Incentives:  
a. Super Co-Contribution up to $500 (phases out fully where 2019 “total income” > $52,697). 
b. Low Income Super Tax Offset up to $500 (phases out fully where “adjusted taxable income >$37,000).  
c. Tax Offset for Spouse Contributions up to $540 where adjusted income <$40k  
 
Tip:  These concessions are mostly automatic where eligibility conditions are satisfied. 
 

5. Determine If You Qualify as A Small Business Entity (SBE) 
 
SBE’s have continued to be a focus of Budget attention. The SBE threshold for most concessions is now $10m 
turnover. To qualify as an SBE: 

o You or your relevant entity must carry on a business in the current year; and  
o Your “Aggregated Turnover” is less than $10m (increased from $2m from 01/07/16): 
o For the previous financial year; or 
o For the current financial year (estimated) provided you satisfied the test in one of the two previous 

financial years; or  
o For the current financial year (actual) 

 
SBE tax lurks are as follows: 
 

SBE CONCESSION COMMENT 

Small Business Income Tax Offset – SBITO of 8% (up 
to $1,000) for individuals that are SBE sole traders or 
in receipt of SBE income from a partnership or trust. 

Available for SBEs up to $5m turnover. Hardly worth 
the extra complexity though.  

Trading Stock Concession – No need for stocktake if 
movement < $5000 in a year based on a reasonable 
estimate. 

Most businesses prefer to measure their stock, though 
for some businesses this is a relief, for example, in 
hospitality. Available for SBEs up to $10m turnover  

Depreciation – Immediate write-off of assets up to 
$30,000 per asset. 

See below. The 2019 Federal Budget extended the 
operation of this again up until 30/06/2020. See below 
for more detail on this.  

Depreciation – Asset pooling for assets > $30,000 (ex 
GST): 15% write off in first year followed by 30% pa on 
reducing value. 

This is a fairly rapid write down of assets resulting in 
deferral of tax. You can acquire and install on the last 
day of June and still claim a 15% write off. Available for 
SBEs up to $10m turnover. 

 

https://www.ato.gov.au/Forms/Notice-of-intent-to-claim-or-vary-a-deduction-for-personal-super-contributions/
https://www.ato.gov.au/Forms/Notice-of-intent-to-claim-or-vary-a-deduction-for-personal-super-contributions/
https://www.ato.gov.au/Individuals/Super/Growing-your-super/Adding-to-your-super/Government-super-contributions/#Supercocontributions
https://www.ato.gov.au/Individuals/Super/Growing-your-super/Adding-to-your-super/Government-super-contributions/#Lowincomesuperannuationtaxoffset
https://www.ato.gov.au/individuals/income-and-deductions/offsets-and-rebates/super-related-tax-offsets/#taxoffset
https://www.ato.gov.au/business/small-business-entity-concessions/eligibility/
https://www.ato.gov.au/Business/Small-business-entity-concessions/Eligibility/Work-out-if-you-re-a-small-business-for-the-income-year/
https://www.ato.gov.au/Business/Small-business-entity-concessions/Concessions/Concessions-at-a-glance/
https://www.ato.gov.au/business/income-and-deductions-for-business/in-detail/small-business-income-tax-offset/
https://www.ato.gov.au/business/income-and-deductions-for-business/in-detail/simplified-trading-stock-rules/
https://www.ato.gov.au/business/depreciation-and-capital-expenses-and-allowances/in-detail/depreciating-assets/simplified-depreciation---rules-and-calculations/?page=4
https://www.ato.gov.au/Business/Depreciation-and-capital-expenses-and-allowances/In-detail/Depreciating-assets/Simplified-depreciation---rules-and-calculations/
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SBE CONCESSION COMMENT 

Prepaid Expenses – Up to 12 months in advance are 
deductible for SBEs. 

Non-SBE business taxpayers can only claim very limited 
categories of prepayments. Available for SBEs up to 
$10m turnover. 

CGT Small Business Concessions – Div. 152 allows very 
generous CGT reductions to SBEs when active business 
assets are sold. 

Qualifying as an SBE is one of the pathways into these 
very generous concessions. The SBE route avoids the 
$6m net asset means test. The $10m turnover 
threshold does not apply for access to the CGT 
concessions — this remains at $2m under the SBE path.  

SBE Restructure CGT Rollover Relief – Provides 
flexibility for SBEs to change the legal structure of their 
business. 

Applies to “genuine restructures” from 01/07/16. 
Defers gains and losses on the transfer of active 
business assets from one entity to another. WARNING: 
GST and/or Stamp Duty can still apply to any 
transfers. Available for SBEs up to $10m turnover. 
Comment: This concession is only useful in very limited 
circumstances.  

GST Cash Basis Accounting – A qualifying SBE may 
elect to use Cash Basis GST reporting. 

Cash basis can assist GST cash flow for businesses that 
carry significant net debtors (debtors minus creditors). 
Available for SBEs up to $10m turnover. 

GST Instalments – Option to pay pre-determined fixed 
quarterly with a year-end annual balance up.   

This concession is sometimes used for businesses that 
do not carry out a full GST reconciliation quarterly. 
Available for SBEs up to $10m turnover. 

Two-Year ATO Amendment Period – The ATO can 
only go back two years to amend unless there is fraud 
or evasion. 

The usual period is four years. SBEs with up to $10m 
turnover enjoy a shorter amendment period in line 
with most individuals. 

SBE Start Up Costs From 01/07/15 SBEs are entitled to certain up-front 
deductions (normally allowable over 5 years) when 
starting a small business. These deductions include 
professional, legal & accounting advice and certain 
government fees & charges. 

 
Comment: In most things tax there is always devil in the detail. Here it is – “Aggregated Turnover” is your annual 
turnover plus the annual turnover of any business you are connected with or that is your affiliate. In other words 
the aggregation will bring in another business which is an “affiliate” or “connected”. These terms have 
complicated definitions (s.328-125 and s.328-130) though will mainly bring in businesses in the same family group 
or with the same owners. If businesses are aggregated, transactions between them are not counted in turnover. 
 
6. Immediate Write Off of Assets Costing Up To $30,000 (Ex GST) for Qualifying SBEs 
 
These write offs offer a compelling tax deferral opportunity: 
 

SBE IMMEDIATE ASSET WRITE OFF 

Who qualifies? SBE entities only – see above 

When from? 
Assets purchased and installed after 12/05/2015 and 
before 30/06/2020. 

What assets can I buy? 
Assets used in a business including vehicles, furniture, 
equipment and software. Building improvements 
including fixtures are not included.  

At what point in time do you qualify for the deduction? 
The relevant time is when the asset has been acquired 
and is installed ready for use.  

 

https://www.ato.gov.au/individuals/tax-return/2017/in-detail/publications/deductions-for-prepaid-expenses-2017/?page=5
https://www.ato.gov.au/general/capital-gains-tax/small-business-cgt-concessions/?page=9
https://www.ato.gov.au/general/capital-gains-tax/small-business-cgt-concessions/small-business-restructure-rollover/
https://www.ato.gov.au/business/gst/accounting-for-gst-in-your-business/choosing-an-accounting-method/
https://www.ato.gov.au/business/gst/lodging-your-bas-or-annual-gst-return/options-for-reporting-and-paying-gst/quarterly-gst-reporting/#GSTinstalmentsmethodpayGSTinstalmentquar
https://www.ato.gov.au/individuals/tax-return/2017/in-detail/publications/guide-to-depreciating-assets-2017/?page=19
https://www.ato.gov.au/general/capital-gains-tax/small-business-cgt-concessions/basic-conditions-for-the-small-business-cgt-concessions/affiliates/
https://www.ato.gov.au/general/capital-gains-tax/small-business-cgt-concessions/basic-conditions-for-the-small-business-cgt-concessions/connected-entities/
http://www.austlii.edu.au/au/legis/cth/consol_act/itaa1997240/s328.125.html
http://www.austlii.edu.au/au/legis/cth/consol_act/itaa1997240/s328.130.html
https://www.ato.gov.au/Business/Depreciation-and-capital-expenses-and-allowances/In-detail/Depreciating-assets/Simplified-depreciation---rules-and-calculations/?page=4
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SBE IMMEDIATE ASSET WRITE OFF 

What are the write-off thresholds? 12/05/2015 – 28/01/2019          $20,000 
29/01/2019 – 02/04/2019         $25,000 
03/04/2019 – 30/06/2020         $30,000  

Does it matter if there is some private use of the asset? No, but any private use must be accounted for, and the 
write off limit relates to total asset cost, not just the 
business use %. Assets such as vehicles to be provided 
to employees or associates under FBT rules do not 
require claims to be apportioned. That is covered 
through an annual FBT adjustment. 

Does the write-off threshold include GST? If registered for GST – No. 
If not registered for GST – Yes 

Do I have to aggregate separate assets that form a set?  No 

If I spend up to the write-off threshold upgrading a 
qualifying asset I already own does that qualify? 

Yes, if in respect of 1st upgrade and in respect of assets 
previously claimed under the SBE immediate write-off 
rules. 

If I have an existing asset pool and the value falls below 
$30k can I write that off? 

Yes, if the pool value prior to deducting depreciation 
for the year is < $30k. 

If I previously elected out of SBE depreciation can that 
prevent a claim? 

No 

 
Comment: This concession is available to SBEs with up to $10m turnover.  The immediate write off threshold will 
revert back to $1,000 effective 01/07/2020 if the concession is not extended again. 
 
Comment: As also noted above, medium sized businesses with turnover from $10m up to $50m are also now 
eligible for the instant asset write-off for assets purchased for less than $30,000 and only from 3/4/2019 to 
30/6/2020.  Further, for these businesses, for assets purchased for $30,000 or more, the general depreciation rules 
and not the SBE pooling rules must be used. 
 
7. Bring Forward Expenditure 
 
For some taxpayers and businesses, bringing forward expenditure prior to 30th June assists by deferring tax for a 
year. Possible types of expenditure to bring forward include: 
 

a) Donations – Many donations are tax deductible including certain political donations by individuals up to 
$1,500 pa. 
 

You can check deductibility of various organisations here: http://www.abn.business.gov.au/Tools/DgrListing 
 

Tip: Always obtain a receipt made out to the highest income earner.  In some circumstances you can elect to 
spread the deduction for a donation of money of more than $2, or property valued at more than $5k over up 
to 5 years if that works better for your tax.  

 

b) Small Business Expenditure on Plant & Equipment – The SBE Immediate Asset Write Offs mentioned already 
are essentially a tax deferral, bringing forward depreciation claims.   

 

c) Repairs – Incur the expense for repairs prior to 30th June. It is important to consider the distinction between 
legitimate repairs and initial repairs or improvements to the form or function of the article being repaired. 

 

d) Medical Expenses –2018/19 will be the last year eligible taxpayers can claim the Medical Expenses Offset, 
with the offset ceasing effective 30/06/2019.  Note, claims for this offset have been restricted since 2015/16 
to net eligible expenses for disability aids, attendant care or aged care. 

 
 
 

http://www.abn.business.gov.au/Tools/DgrListing
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8. Prepaid Expenses 
 
Prepaying up to 12 months of an expense prior to 30th June can assist by deferring tax for up to a year in the 
following circumstances: 
 
a) Any deductible expenditure <$1,000 (ex GST).  

 

b) Any deductible payment required by a court or government — e.g. registrations. 
 

c) Any payment under a contract for service — e.g. wages. 
 

d) Qualifying Small Business Entities — SBEs have no limit on prepayment claims within the 12-month 
requirement. Popular claims would be rent, interest, insurance, subscriptions, registrations, service contracts, 
lease payments etc. 
 

e) Individuals Incurring Non-Business Expenses — This includes things like interest on rental properties and 
investment portfolios. Important – prepaid interest and other expenses are not an allowable deduction for 
non-business entities. For example, a rental property in a trust will not benefit from an interest prepayment. 

 
9. Formalise Business Bad Debts 
 
Bad debts are deductible only when formally recognised by entry in the accounting records or documented 
decision. Formalising bad debts prior to 30th June will bring the deduction into the current year. 
 
10. Write Off Old Assets 
 
Lurking in most tax depreciation schedules are assets that have been or should be physically disposed of. Be sure 
to notify us of any such items in order to reduce tax and tidy up your records. Note this does not apply to SBEs 
using the general pool provisions, though those businesses can write off their pool if it drops below $30k up until 
30/06/20. 
 
11. Conduct Year-End Stocktake & Choose Optimal Business Trading Stock Valuation Method 
 
It is legally possible to manipulate a business’s tax outcome by choosing among alternative allowable stock 
valuation methods. It is open to value any item of stock (including share trading stock) for tax purposes, by any of 
the following methods: 

a) Cost; 
b) Market Selling Value; 
c) Replacement Value; 
d) SBEs can use the previous year’s stock take value in certain circumstances; or 
e) A lower value than the above for reasons including obsolescence refer TR 93/23.  

 
Comment: The ATO have a Taxpayer Alert TA 2009/12 out to warn investors against “arbitrarily re-characterising” 
certain parcels of investment shares as trading shares so as to create income losses rather than capital losses on 
sale or trigger losses on unsold parcels using the trading stock valuation options. Ideally investment v trading 
shares should be held under different HINs under the same entity. 
 
12. Director’s Fees and Staff Bonuses 
 
Deductibility of these entitlements can be triggered through payment, or by documenting intention to attribute 
the expense to the current year.  Where the payee is a related party and would not be taxable until a later year, 
deductibility in the current year must be part of normal governance rather than by special tax arrangement.  Note, 
a Taxpayer Alert from the ATO warns against exploiting this: TA 2011/4 - Deductibility of unpaid directors’ fees. 
 
 

https://www.ato.gov.au/business/income-and-deductions-for-business/in-detail/simplified-trading-stock-rules/
http://law.ato.gov.au/atolaw/view.htm?docid=TXR/TR9323/NAT/ATO/00001
http://law.ato.gov.au/atolaw/view.htm?Docid=TPA/TA200912/NAT/ATO/00001
http://law.ato.gov.au/atolaw/view.htm?Docid=TPA/TA20114/NAT/ATO/00001
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13. Franked Dividend Distributions 
 
Depending on circumstances of a company and its shareholders, the overall incidence of tax can be reduced by 
careful timing (and streaming if possible) of franked dividends particularly when marginal tax rates of shareholders 
are below the company tax rate which is currently 30% (or 27.5% for qualifying “base rate entities”). 
 
WARNING: The maximum franking rate available on dividends is reset to the tax rate relevant to the company in 
the year the dividend is paid. This means that although you may have paid 30% tax on profit reserves, a qualifying 
“base rate entity” may only be able to frank them at 27.5%.  
 
14. Trust Distributions 
 

Distributions must be determined by trustees prior to 30th June. Each year we assist by sending draft minutes to 
clients. Added complexity due to the on-going reform of trust tax law and administrative hurdles imposed by the 
ATO means that special attention must be paid to these minutes. It is important to inform us about out of the 
ordinary income, capital gains or other transactions of your trust. 
 

WARNING: Failing to give proper consideration to how various components of your trust income will be distributed 
can result in payment of unnecessary tax which is irreversible. It is not possible to alter trust distribution minutes 
after June 30.  
 

15. Trustees Must Nominate New Beneficiaries 
 

Where a trustee wants to distribute to a new individual or entity for a year they must now report the beneficiary’s 
Tax File Number (TFN) to the ATO within a strict time frame or failing that withhold tax at 49% (also within a strict 
time frame). This measure has no real purpose other than to trip up trustees. 
 

Tip: Children under 18 are exempt from these rules however as soon as they turn 18 it is a good idea to ensure they 
have a TFN and ensure it is reported.  
 

16. Remember to Initiate Tax “Paperwork” 
 

End of financial year is an important opportunity to generate tax reports and documentation such as internet 
banking interest summaries, trading stock reports, stockbroker reports, annual rental property statements, annual 
donation summaries, and private health fund statements.  
 

Tip: Chancellors operate a predominantly paperless office. Annual workings for all clients are 100% paperless. We 
encourage you to submit information in electronic form. By all means set up direct links to us so this data flows to 
us automatically.  
 

17. Review Motor Vehicle Logbook Validity 
 

Logbooks are relevant to maximise deductions for most types of vehicles. Ensure that your last logbook is still valid 
for the 2018/19 financial year.  A logbook is only valid for up to 5 years from when first completed.  If your logbook 
is no longer valid, you must commence a new logbook before 30 June to enable it to be relied upon for the 2018/19 
financial year.  It must be kept for a continuous period of 12 weeks.  If a new logbook is not kept, the cents per 
kilometre method will be the only method available to claim your motor vehicle expenses, or if the vehicle is a 
fringe benefit, will mean that the statutory formula method is the only option available (see below).   
 
For more information see: https://www.ato.gov.au/Individuals/Income-and-deductions/In-detail/Keeping-your-
tax-records/#Logbookmethod. 
 
 
 
 

https://www.ato.gov.au/Individuals/Income-and-deductions/In-detail/Keeping-your-tax-records/#Logbookmethod
https://www.ato.gov.au/Individuals/Income-and-deductions/In-detail/Keeping-your-tax-records/#Logbookmethod
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18. Avoid Medicare Levy Surcharge by Taking Out Private Hospital Cover 
 

For those taxpayers without private hospital cover, with adjusted taxable incomes above $90,000 for individuals 
and $180,000 for couples or families, the Medicare Levy Surcharge will apply.  This will be an additional 1% -1.5% 
tax, depending on your level of income. It applies in any period the individual does not have private health 
insurance with private patient hospital cover. 
 

Tip: This can be a real trap if you have an abnormally high year through a capital gain for example. If you don’t 
have cover now it will be too late to do anything about the surcharge for 2019. 
 
19. Consider the Benefits of New Online Bookkeeping and Filing Technologies 
 
With the start of a new financial year comes the opportunity to implement a more efficient administration and 
bookkeeping solution. Cloud accounting and automatic data feeds are causing a revolution for small business, 
investment entities and self-managed superannuation funds. If you act quickly before year end you can set up 
data feeds ready for the New Year. Otherwise it is easy enough to upload a few days of transactions. Storing data 
in the cloud is becoming very cheap and there are numerous storage options including storing source documents 
such as receipts, invoices, agreements etc. within Xero itself either in folders or attached to the relevant 
transaction. Document scanning apps available on smartphones allow you to upload or email documents to your 
chosen filing solution. OCR technology is increasingly being used in these solutions to automate filing and 
transaction classification.   
 
Tip: The market is rapidly changing. We are strong supporters of Xero for compatible business and investment 
entities, and individuals, as Xero currently offers the best end to end solution from bank feed right through to tax 
return. Intuit QuickBooks has improved its product and is hungry for market share. For non-superannuation 
investment entities Class Portfolio is a very powerful product, however ShareSight, although less flexible, has a far 
better user interface. Products such as Hubdoc and Receiptbank are revolutionising document management and 
data capture.  
 
20. Consider Audit Risks / Taking Out Tax Audit Insurance 
 
Responding to ATO audit activity and questionnaires is costly in terms of professional time regardless of the 
outcome. In order to assist clients in reducing the uncertainty of unexpected fees we offer audit insurance cover 
through Audit Shield of up to $10,000 (or $20,000 for business between $1m and $10m) at relatively low cost.  As 
the policies run annually to 31st July we have or will shortly be sending out renewals/information to those clients 
we feel could benefit from the service.  If you do not receive information from us by mid-July and would like to 
obtain further information, please contact us.  
 
For details of areas likely to trigger ATO attention see: 
https://www.ato.gov.au/Business/Privately-owned-and-wealthy-groups/What-attracts-our-attention/ 
 
21. Review Capital Gains & Losses and Consider Timing 

 

If there has been a disposal of an asset (including the takeover of a listed company investment) during the year, 
steps may now be possible to dramatically reduce the tax impact with techniques such as making deductible 
superannuation contributions (where eligible), realising other capital losses, or taking advantage of roll-overs.  
Generally capital gains are triggered on signing or entering a contract.  For contracts close to year end, the 
advantage of deferring the gain for a year and allowing more time to deal with the tax consequences is often 
compelling enough to delay signing. 

 
Comment: If your family trust makes a significant capital gain it is very important that it gets considered in drafting 
the year end distribution resolution — prior to 30th June.   
 
 

https://www.ato.gov.au/individuals/medicare-levy/medicare-levy-surcharge/
https://www.xero.com/au/
https://www.accountancyinsurance.com.au/index.php/products-services/audit-shield/why-audit-shield
https://www.ato.gov.au/Business/Privately-owned-and-wealthy-groups/What-attracts-our-attention/
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22. Beware of Requirement to have a “Clearance Certificate” when Selling any Property 
 
Since 1 July 2016, it has been necessary to prove to someone purchasing “taxable Australian property” (principally 
real property situated in Australia) from you, with a market value of $750k or above, that you are an Australian 
tax resident. Failing that, a withholding tax of 12.5% is required to be deducted from your sale proceeds and paid 
to the ATO and claimed back as part of your tax return.  Australian resident vendors need to apply to the ATO for 
and provide the purchaser with a “Clearance Certificate” otherwise the purchaser is required to withhold and 
remit the relevant amount at settlement. This is because they have no other way of knowing your tax residency 
status.  
 
For more information see: https://www.ato.gov.au/General/Capital-gains-tax/In-detail/Calculating-a-capital-
gain-or-loss/Capital-gains-withholding—Impacts-on-foreign-and-Australian-residents/ 

 

23. Obtain Tax Depreciation Reports for Newly Acquired Rental Properties 

 
Properties constructed on or after 18/07/1985 qualify for depreciation allowances based on construction costs. 
Because of the difficulty in obtaining this information there is a whole industry within the quantity surveying 
profession dedicated to production of depreciation reports based on estimated costs. These are apparently 
acceptable to the ATO, and cost around $800 for houses and units, which is miniscule compared to the tax benefits 
normally generated. Note that the 2017 Federal Budget imposed limitations on depreciation of plant and 
equipment existing at the time of purchase. Investors purchasing residential rental properties after 09/05/17 
cannot claim depreciation on plant & equipment such as ceiling fans and dishwashers etc. unless bought new. This 
makes the reports less valuable though the changes do not impact claims for construction costs.  
 
Tip: If you are interested BMT have some useful on-line and mobile device calculators to help you estimate available 
claims: http://www.bmtqs.com.au/tax-depreciation-calculator 
 
24. Consider Compulsory Higher Education Loan Program (HELP) Debt & Student Financial Supplement 

Scheme (SFSS) Repayment Obligations 
 
The 2018/19 HELP debt repayment income thresholds and rates are as follows: 
 

Repayment Income (RI*) Repayment Rate  Repayment Income (RI*) Repayment Rate 

Below $51,957 Nil  $80,198 - $86,855 6.0% 

$51,957 - $57,729 2.0%  $86,856 - $91,425 6.5% 

$57,730 - $64,306 4.0%  $91,426 - $100,613 7.0% 

$64,307 - $70,881 4.5%  $100,614 - $107,213 7.5% 

$70,882 - $74,607 5.0%  $107,214 and above 8.0% 

$74,608 - $80,197 5.5%    

 
The 2018/19 SFSS debt repayment income thresholds and rates are as follows: 
 

Repayment Income (RI*) Repayment Rate 

Below $51,957 Nil 

$51,957 - $64,306 2.0% 

$64,307 - $91,425 3.0% 

$91,426 and above 4.0% 

 
Repayments are automatically included in your annual tax assessment in any year where your “Repayment 
Income” reaches the minimum threshold for compulsory repayment. 
 

https://www.ato.gov.au/General/Capital-gains-tax/In-detail/Calculating-a-capital-gain-or-loss/Capital-gains-withholding--Impacts-on-foreign-and-Australian-residents/
https://www.ato.gov.au/General/Capital-gains-tax/In-detail/Calculating-a-capital-gain-or-loss/Capital-gains-withholding--Impacts-on-foreign-and-Australian-residents/
http://www.bmtqs.com.au/tax-depreciation-calculator
https://www.ato.gov.au/individuals/study-and-training-support-loans/when-must-you-repay-your-loan/
https://www.ato.gov.au/individuals/study-and-training-support-loans/when-must-you-repay-your-loan/
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Comment: From 1 July 2019 all study and training loans will be covered by the one set of repayment thresholds 
and rates.  For 2019/20 the minimum RI threshold will reduce to $45,881 with a lower 1% repayment rate.  This 
will result in more taxpayers having to make compulsory repayments in their 2019/20 tax return. 
 
25. People with HELP & TSL Debts Working Overseas May Have to Pay Up 
 
Overseas income, whether or not taxable in Australia, is counted in determining whether a compulsory Higher 
Education Loan Programme (HELP) or Trade Support Loan (TSL) debt repayment is required by Australians living 
overseas.  From 01/01/16 HELP and TSL debtors who intend to move overseas for 183 days or more in any 12-
month period are required to update their contact details using the ATO’s online services via myGov, within seven 
days of leaving Australia. Self-assessment of a repayment obligation is due by 31st October each year, again 
through myGov. An online calculator to convert foreign-sourced income into Australian dollars will be provided as 
part of the assessment form.  Therefore, for 2018/19, overseas debtors will be required to submit details of their 
world-wide income to the ATO by 31/10/19.   
 
For more information see: 
https://www.ato.gov.au/Individuals/Study-and-training-support-loans/Overseas-repayments/ 
 

What you need to know: 
✓ During our contact with you and in attending compliance work we will normally come across issues such as 

these and provide valuable feedback in our issues report prepared when finalising that work.  
What you should do: 
✓ Please contact us to discuss or clarify any of these points.   

 
 

TAX AND COMPLIANCE HOT SPOTS  
 
Treasury and the ATO are increasingly more public about what they see as “Tax Gaps”. The tax gap is the difference 
between what they estimate would be paid were everyone to be fully compliant with existing rules versus what is 
actually paid.  
 
Latest tax gap estimates are as follows: 
 

Estimated Compliance Gaps Gap Amount Gap % 

Individuals no in business income tax gap  $8,760,000,000 6.40% 

GST gap  $5,260,000,000 7.90% 

PAYG withholding gap  $3,360,000,000 1.90% 

Super guarantee gap  $2,790,000,000 4.80% 

Large corporate groups income tax gap  $1,800,000,000 4.40% 

Tobacco tax gap  $594,000,000 5.60% 

Fuel excise  $326,000,000 1.90% 

Large super funds  $127,000,000 1.50% 

Small super funds  $39,900,000 3.20% 

Fuel tax credits  $19,000,000 -0.30% 

Petroleum resource rent tax  $18,000,000 2.00% 

Wine equalisation tax gap  $5,000,000 0.50% 

 $23,098,900,000  

 

https://www.ato.gov.au/Individuals/Study-and-training-support-loans/Overseas-repayments/
https://www.ato.gov.au/About-ATO/Research-and-statistics/In-detail/Tax-gap/Australian-tax-gaps-overview/#Addressingthegap1
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Without going too deeply into the logic and methodology it is quite evident where the main problems are, and 
that is not the so called “big end of town”. Individuals earning money from wages and investment contribute 
around 47% of the total tax take. There is the problem right there. Add to that complex rules that are difficult to 
comply with, self-assessment, and the black economy operating outside the rules, and there you have the crux of 
the highest four categories. The adopted solution is nit-picking. The real solution is tax reform. 
 
The commentary from the ATO on “Individuals not in Business” makes it fairly clear the extent to which work 
related deductions, and to a lesser extent rental property deductions, are an irritation to Treasury. Incorrect work-
related deduction claims of relatively small amounts across a large population is the main tax gap contributor. The 
approach of the government is to tackle this through press campaigns and audit enforcement. Neither approach 
will solve the problem. The solution is to reduce reliance on income as a basis for tax and eliminate or standardise 
work-related deductions.   
 
Following is some coverage of areas that are apparently under the regulatory microscope at the moment: 
 

HOTSPOT COMMENT 

Sham Contracting: The 2019/20 Federal Budget 
establishes a dedicated Sham Contracting Unit within 
Fair Work to attack employers who “knowingly or 
recklessly misrepresent employment relationships as 
independent contracts to avoid statutory obligations 
and employment entitlements”. More information 
here.  

The approach of the Fair Work Ombudsman will be 
aggressive. If there is any evidence of businesses 
encouraging or forcing the use of ABNs by staff, they 
will come down very hard. It is important to consider 
your exposure to this. This campaign will be very 
visible, and it doesn’t take much for a disgruntled staff 
member to cause a world of pain.   

ABN Crackdown: From 1 July 2021, ABN holders with 
an income tax return obligation would be required to 
lodge an income tax return. From 1 July 2022, ABN 
holders will need to confirm the accuracy of their 
details on the ABR annually, to avoid cancellations by 
the ATO.  

Currently, ABN holders are able to retain their ABN 
regardless whether they are meeting their income tax 
return lodgement obligation or the obligation to 
update their ABN details. This is meant to reduce 
dodgy use of ABNs and curtail the black economy and 
sham contracting. It is important to regularly review 
the ABNs and GST status of contractors you engage.  

The ATO Are Monitoring Your Lifestyle Assets: The 
ATO are mining data from your insurance company to 
see if your taste in lifestyle assets matches the level of 
income in your tax returns. Classes of assets 
mentioned include boats, cars, racehorses, art, and 
aircraft. See Data Matching Lifestyle Assets. 

Big Brother is watching for sure. Not sure how they will 
make any sense of all this data in all but the simplest 
of circumstances. I guess if an invalid pensioner is 
getting around in a super yacht there are issues but 
probably more so for the Federal Police.   

Annual Crack Down on Laundry Claims: In a recent 
press release the ATO are quite unhappy that six 
million people are claiming an average of $250 each in 
work related laundry expenses (total $1.5billion), with 
many simply claiming the un-substantiated $150. They 
are finding it hard to believe that half of all taxpayers 
have a job requiring a uniform or protective clothing.   

Each year the ATO try and save Treasury some revenue 
by advertising crack downs like this. The reality is that 
there is no way for them to economically enforce 
correct deductions for petty items (other than by 
penalising a tax agent if one was involved). Work 
related expense claims like this should be abolished or 
standardised according to occupation.   

Tax Agents Using Substantiation Exemptions as 
Standard Deductions: Substantiation exemptions 
exist for deductions such as work expenses ($300) 
including laundry ($150), vehicle c/km, travel 
allowance claims and overtime meals at ATO rates.    

Tax agents churning out large numbers of salary and 
wage tax returns for customers with no interest in 
documentary evidence or the finer details of the tax 
system will be pressured to short cut to the best 
possible tax outcome. The threat is that their agent 
registration could be torn up.  

  

https://www.ato.gov.au/General/Tax-and-individuals---not-in-business/
https://www.business.gov.au/people/contractors/employee-or-contractor/sham-contracting
https://abr.business.gov.au/
https://abr.business.gov.au/
https://www.ato.gov.au/General/Gen/Lifestyle-Assets-Data-Matching-Program-Protocol/?page=1
https://www.ato.gov.au/Media-centre/Media-releases/ATO-to-iron-out-false-laundry-claims/
https://www.ato.gov.au/Individuals/Income-and-deductions/Deductions-you-can-claim/Vehicle-and-travel-expenses/Exceptions-for-keeping-travel-expense-records/
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HOTSPOT COMMENT 

Airbnb: Individuals that have or may be engaged in 
providing accommodation services through an online 
platform will have that data collected by the ATO. This 
includes Australian bank account information which 
may be matched to the individual’s tax file number, as 
well as the address of the property. Information to be 
shared with the ATO includes the number of nights 
booked.  

There will be apportionable expenses which need to be 
apportioned on the basis of floor area used and days 
let. Some expenses specific to letting such as post 
tenant cleaning will be 100% deductible.  

Holiday Home Rental Deductions: The ATO has again 
stated that an increased focus will be applied to 
holiday homes that are included as rental properties 
in income tax returns. 
https://www.ato.gov.au/Media-centre/Focus-on-
holiday-home-rentals/ 

 

Factors indicating a property may not be a genuine 
renter would include: Advertising which limits 
exposure to potential tenants; Location, condition and 
access to the property is poor; Setting the minimum 
stay for five or more nights but excluding weekends; 
Refusal to rent to interested people without adequate 
reasons; Setting the rent well above the rate for 
comparable properties in the area. 

ATO Doubling Rental Property Audits After 9/10 
Returns with Errors: “We expect to more than double 
the number of in-depth audits we conduct this year to 
4,500, with a specific focus on over-claimed interest, 
capital works claimed as repairs, incorrect 
apportionment of expenses for holiday homes let out 
to others, and omitted income from accommodation 
sharing,”  

The ATO have resorted to calling their “clients” 
“dodgy”. The ATO are reporting a high error rate from 
agent and non-agent lodged returns for taxpayers 
continuing to claim travel expenses re residential 
properties despite them being non-deductible from 
1/7/2017. Can’t wait for the debacle that will unravel 
with the mindlessly complex changes to depreciation. 
A simple tax on gross rent anyone?   

Cryptocurrencies: The ATO is collecting bulk records 
from Australian cryptocurrency designated service 
providers (DSPs) as part of a data matching program.  

For tax treatment of gains and losses see: Transacting 
with cryptocurrency 

 
For the ATO’s own web page on “What Attracts Out Attention” see: 
https://www.ato.gov.au/Business/Privately-owned-and-wealthy-groups/What-attracts-our-attention/ 
 
 

SGC SUPER ON ANNUAL LEAVE LOADING - A BIG PROBLEM FOR 
SOME 

A big problem has been thrown up by the interaction of our brilliantly 
structured and uniformly consistent industrial relations system and the 
SCG compulsory superannuation system. This is to do with whether or not 
employers have to pay 9.5% super on “Annual Leave Loading” (typically 
17.5%) which is required to be paid to employees under numerous 
industrial instruments. Previous ATO guidance on the matter under SGR 
1994/4 (withdrawn) was a blanket “no”. Under the replacement ruling 
SGR 2009/2 it was a definite “maybe” with the guidance on the ATO 
website apparently not reflecting that until recently changed in 
December last year.     

 
 
 

https://www.ato.gov.au/General/The-sharing-economy-and-tax/Renting-out-all-or-part-of-your-home/
https://www.ato.gov.au/General/The-sharing-economy-and-tax/Renting-out-all-or-part-of-your-home/
https://www.ato.gov.au/Media-centre/Focus-on-holiday-home-rentals/
https://www.ato.gov.au/Media-centre/Focus-on-holiday-home-rentals/
https://www.ato.gov.au/Media-centre/Media-releases/Tax-office-to-double-audits-of-dodgy-rental-deductions/
https://www.ato.gov.au/Media-centre/Media-releases/Tax-office-to-double-audits-of-dodgy-rental-deductions/
https://www.ato.gov.au/general/new-legislation/in-detail/direct-taxes/income-tax-for-individuals/disallow-the-deduction-of-travel-expenses-for-residential-property/
https://www.ato.gov.au/general/new-legislation/in-detail/direct-taxes/income-tax-for-individuals/disallow-the-deduction-of-travel-expenses-for-residential-property/
https://www.ato.gov.au/general/new-legislation/in-detail/direct-taxes/income-tax-for-individuals/limit-plant-and-equipment-depreciation-deductions-to-outlays-actually-incurred-by-investors/
https://www.ato.gov.au/Media-centre/Media-releases/ATO-receives-cryptocurrency-data-to-assist-tax-compliance/
https://www.ato.gov.au/General/Gen/Tax-treatment-of-crypto-currencies-in-Australia---specifically-bitcoin/?page=2#Transacting_with_cryptocurrency
https://www.ato.gov.au/General/Gen/Tax-treatment-of-crypto-currencies-in-Australia---specifically-bitcoin/?page=2#Transacting_with_cryptocurrency
https://www.ato.gov.au/Business/Privately-owned-and-wealthy-groups/What-attracts-our-attention/
https://www.ato.gov.au/law/view/document?locid=%27FOI/1016263P%27&PiT=19940915000001
https://www.ato.gov.au/law/view/document?locid=%27FOI/1016263P%27&PiT=19940915000001
https://www.ato.gov.au/law/view.htm?DocID=SGR/SGR20092/NAT/ATO/00001
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Superannuation is payable on the amount representing Ordinary Time Earnings (OTE) of an employee. According 
to the new ATO guidelines “annual leave loading will be Ordinary Time Earnings (OTE) unless it is referrable to a 
lost opportunity to work overtime”. What does that mean? It’s pretty clear that overtime itself is not OTE. The 
idea then is that if the reason for including Annual Leave Loading in the relevant award when originally written 
was to compensate employees for the missed opportunity to earn overtime whilst on holidays then the loading is 
not OTE and no super is payable on it. The trouble is that the whole concept of the introduction of leave loading 
in the 70s was based around exactly that proposition, so what else would it be for?  According to the ATO however, 
“Relying on historical opinions of the initial purpose of annual leave loading won’t be enough to demonstrate that 
annual leave loading is a lost opportunity to work overtime”. That means that if you believe that super should not 
apply to leave loading you need to go searching for evidence as to why you are paying leave loading in the first 
place. 
 
Many businesses (and payroll software suppliers) have for years and years, simply treated all payments of leave 
loading not as OTE. So that might be wrong now! Great, no problem, that can easily be fixed – NOT! 
 
To make matters worse the proposed Superannuation Guarantee amnesty that was to operate for a year from 
24th May 2018 was blocked on the basis of Labor’s stance that such a measure rewards “wages theft”. Most 
helpful! 
 
For more information on what has been hailed by the  ATO as a compliance clarification breakthrough, go to: 
https://www.ato.gov.au/Business/Super-for-employers/In-detail/Ordinary-time-earnings/Ordinary-time-
earnings---annual-leave-loading/ 
 
If you have any concerns about your historic treatment of leave loading for SGC purposes, you are not alone. We 
are happy to discuss the issue with you and perhaps refer you to employment law specialists if need be.  Of course 
the ATO / Fair Work are here to help and it is some consolation that they won’t “apply compliance resources” to 
prior periods,  however if they are approached by an employee or union I would say both departments are just as 
likely to throw you under a bus. After all the law is the law regardless of how the ATO have incorrectly described 
it. 
 
 

SIX OF THE BEST TAX SHELTERS 
 
In this day and age there is no such thing really as tax planning for tax planning sake except for some deliberate 
concessions such as superannuation. Anti-avoidance provisions are drawn so wide that anything done with a 
significant tax purpose is at risk. The six of the best structures below are more to do with structuring your family 
and business affairs in a smart way that can attract incidental tax benefits that occur mainly due to inequities and 
inefficiencies in the tax system which are hardly the fault of taxpayers. 
 
1. Superannuation 
Superannuation as an investment structure takes a lot of beating in terms of tax efficiency. The policy intention of 
both major parties has been to limit the benefits available or limit the amount you can shelter in a superannuation 
environment. Scope to get money into super has been pulled back dramatically in recent years. The new $1.6m 
Transfer Balance Cap and Total Superannuation Balance rules introduced in July 2017 now prevent the 
accumulation of very large balances through contributions and have added some complexity back to SMSF 
administration. Your superannuation does not automatically form part of your estate. It is very important to pay 
close attention to the arrangements for dealing with your benefits when you die. The courts are very active in 
disrupting what are very clear intentions based on minor technicalities.      
 
 
 
 
 
 

https://www.ato.gov.au/Business/Super-for-employers/Proposed-Superannuation-Guarantee-amnesty/
https://www.ato.gov.au/Business/Super-for-employers/In-detail/Ordinary-time-earnings/Ordinary-time-earnings---annual-leave-loading/
https://www.ato.gov.au/Business/Super-for-employers/In-detail/Ordinary-time-earnings/Ordinary-time-earnings---annual-leave-loading/
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2. Division 152 Small Business CGT Concessions 
Capital Gains Tax on active business assets such as business real estate and goodwill can be eliminated or 
substantially reduced with these concessions. In addition, they can lead to an additional lifetime non-concessional 
superannuation cap of up to $1.48m (2018/2019) per person.  For all but the most straightforward cases, the rules 
are complex and there are many hoops to jump through. 
 
3. Testamentary Trusts 
High net worth individuals and families all need to consider incorporating testamentary discretionary trusts (TDTs) 
into their wills. Not only can they assist in protecting family wealth and maintain it within bloodlines, but also the 
tax impact of assets bequeathed can be spread around and penalty tax rates do not apply to minors in receipt of 
TDT income.  
 
4. Discretionary Trusts 
Discretionary trusts are the legal structure hated by the ATO and anyone that is not involved with one. Over recent 
years authorities have overreached in terms of compliance requirements for trusts and watered down their asset 
protection qualities by attempting to look through them. There have been promises to review the outdated tax 
law that applies to them but that process always ends up on the back burner. There is an increased compliance 
burden for trusts these days however in the right circumstances they are a very flexible and tax effective structure. 
In light of the new limitations on superannuation balances, trusts tend to be the next best option as a family 
investment structure due to their flexibility. To stay out of trouble on tax and asset protection fronts you need to 
administer the trust by the book and essentially as if it is not your money. The essence of a trust is that you are 
custodian of assets for the benefit of your beneficiaries. Where distributions are made to beneficiaries it is 
important that there is a clear trail showing that the distributions are applied to their benefit rather than simply 
withdrawn by somebody else or never paid at all.   
 
5. Bucket Companies and Holding Companies 
The term “bucket company” is accounting slang for a company that receives distributions of trust income and is 
accordingly taxed on these distributions at the rate of 30%. Use of companies in this way is institutionalised within 
the tax/accounting world and readily acknowledged by the ATO. The tax effect of distributing to a bucket company 
is a deferral of tax that might otherwise be borne at a higher rate in an individual’s hands. The days of bucket 
companies never seeing a cent of the distributions allocated to them are over courtesy of Division 7A. In reality 
the money has to find its way into the company otherwise the tax relationship becomes unmanageable. In many 
circumstances this creates a very useful family “bank”, investment or succession structure, which unlike a trust is 
not limited to 80 years of life.  
 
With the recent introduction if a two-tiered company tax system and the progression of the taxation of qualifying 
“base rate” companies receiving 80% or less of their assessable income as “base rate entity passive income” to a 
25% tax rate (see table), an alternative structure that can assist in preserving to access the lower company tax rate 
is a holding company. This is essentially a company that owns 100% of a company operating a business.  
 
Progressive changes to the company tax rate are as follows: 
 

Income year Aggregated turnover 
threshold 

Tax rate for base rate 
entities under the 

threshold 

Tax rate for all other 
companies 

2017 – 2018 $25,000,000 27.5% 30.0% 

2018-2019 TO 2019-2020 $50,000,000 27.5% 30.0% 

2020-2021 $50,000,000 26.0% 30.0% 

2021-2022 $50,000,000 25.0% 30.0% 

 
 
 
 
 

https://www.ato.gov.au/law/view/document?DocID=COD/LCR2018D7/NAT/ATO/00001&PiT=99991231235958
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6. Partnerships of Discretionary Trusts 
Despite the ATO concerns noted above, in the right situation such as some businesses, professional practices, and 
property ventures there is a lot to be said for this structure. It tends to provide the ultimate flexibility, access to 
Small Business CGT Concessions where available, help minimise Payroll Tax and can spread the base of land for 
Land Tax. The downside is that entry and exit of participants lacks the convenience and simplicity offered by a 
company structure.  
 
 

TOP 5 WAYS TO FUND BLOATED STATE BUREAUCRACIES 
 
Tax planning for most people tends to focus on federally based tax. Increasingly you 
need to watch your back in relation to taxes and regulation at the state and even local 
government level. To top it all off each state has a different set of rules.  
 
Here are some examples illustrating: 
 
1. Land Tax / Property Rates Valuation Creep 

Unimproved land valuations from the Department of Natural Resources (Qld) are 
used for Land Tax & Rates assessments. Traditionally these values have been 
conservatively below market. The latest round of Brisbane valuations has put paid 
to that. Valuation notices we have encountered have seen increases of up to 
50.5% between 1/10/2016 and 1/10/2018. Even allowing for 3-year averaging that means massive increases 
in tax. Land tax considerations are becoming increasingly relevant to investment property structuring.  
 

2. Payroll Tax 
The nastiest and most repressive tax on business there is. From 1/7/08 to 1/7/18 the Qld threshold had 
increased from $1m to 1.1m. That is a less than 1% p.a. increase over that period. Note that the threshold is 
set to increase to $1.3m from July and there are some new employment incentives. Working through the 
provisions that group “related” businesses together is a nightmare. Getting assistance on any technical matter 
from OSR is the same as talking to a wall. We do it great in the sunshine state.   
 

3. NT Property Activation Levy 
The Northern Territory recently came up with a novel new levy of 1% levied on CBD buildings which have a 
more than 50 per cent vacancy rate and a rate of 2% on vacant land, based on the unimproved capital value. 
Coming to a state near you! 
 

4. Land Tax Levy on Non-Residents 
Most states have recently introduced additional surcharges to non-resident landowners. In Queensland this 
is now 2% applicable for 2018/19. Notably the latest Qld budget has eased the definition of absentees to 
exclude Australian citizens among others. It seems their votes are needed after all.    

 
5. Trad Outshines Them All 

Jackie Trad’s newly found love of coal and fossil fuel has been shared around by the introduction of a 
‘voluntary’ infrastructure fund and a 25% hike in gas royalties.   

 
Comment: Plenty more where these came from. The message is to be mindful of the impact of state issues and 
likely future revenue sources of the states in your planning.  
 
 
 
  

http://www.chancellors.com.au/blog-articles/chancellors-blog-articles/increased-queensland-land-valuation-notices
http://www.chancellors.com.au/blog-articles/chancellors-blog-articles/increased-queensland-land-valuation-notices
https://www.business.qld.gov.au/running-business/employing/payroll-tax/taxable-wages/grouping
https://treasury.nt.gov.au/news/2019/may-2019/property-activation-levy
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XERO & HUBDOC – A GREAT COMBINATION 
 
Software as a service and cloud computing have been revolutionising accounting and business and personal 
finance administration over the last decade. Xero is currently the leading provider of end to end accounting and 
tax solutions for the small business sector. Xero is also gaining respect as a leading Australian Technology company 
on the ASX. Back in August Xero made the news by its acquisition of Hubdoc. Hubdoc is a clever document 
management solution with some quite amazing capabilities. Basically, Hubdoc takes source documents from a 
variety of sources including direct from suppliers, emails, scans, photos, and its own phone app. Once the 
document arrives in Hubdoc the software reads it using OCR technology and files it in the cloud by supplier. From 
there it can be automatically set up to push the transaction into Xero so it is automatically recorded with a copy 
of the document filed in Xero with the transaction. Another feature of Hubdoc is that you can link it to your bank 
and it automatically downloads and files all of your bank statements by account as they become available. All this 
provides a great opportunity to streamline your administration, eliminate paper and have everything all in one 
place accessible if necessary, by the owner or their advisor.  

 

 
BOOKKEEPING SUPPORT IF YOU NEED IT  
 
We are very keen to assist our clients with automation of their bookkeeping 
and document management using the fantastic software that is now available 
at very low cost. These products can help you and help us to help you. 
Everyone is a winner! We now have access to a very experienced external 
bookkeeper operating under the Chancellors umbrella. If you would like to 
investigate ways to streamline your business administration so you can get 
on with more important things, please contact us and we will prepare a no 
obligation proposal.  
 
 

 
  

Streamline your admin and 
eliminate the frustration 

https://www.hubdoc.com/
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CHANCELLORS UPDATE 
 
Carmel is Leaving Us 
Carmel has been with Chancellors for over 12 years commencing when she 
returned from the UK. At that time, she was happy to work maximum 3 days a 
week to balance busy family life with Josh and Georgie returning to finish their 
final schooling in Australia.  We convinced her to extend to four days which often 
extended to five and she has done amazingly in her role dealing in a very 
professional manner with some often-challenging work. She has now decided it is 
time to move on from the profession with first priority a six-month sojourn with 
Wilf in Europe from mid-July. We wish Carmel the best for her break and look 
forward to welcoming her back after reflecting on how much she loves working 
with the Australian tax system.  
 
Eve Realises her Dream to Become a Nurse 

Most of you will have had the opportunity to deal with our bubbly ever positive front of house 
all-rounder Eve. Eve has blessed the firm with maturity and can-do attitude well above her 
years. Some time ago Eve expressed the desire to shift to nursing which we accommodated 
with reduced days and extra flexibility for study. She has now taken on a nursing position 
commencing in July. We will miss her contribution and if she finds that accounts payable and 
receivable beats bed pans, she is welcome back. 
 

  
 
Troy Green joins The Chancellor Team 

We are very enthusiastic to announce the commencement of Troy Green as a senior 
member of our team. Troy is a QUT graduate and CPA with 17 years public practice 
experience covering roles in a smaller firm and more recently a mid-tier Chartered firm. 
Troy has a young family with wife Jennifer and young children Hannah and Lachlan. He 
enjoys family life and participates at a high-level Brisbane touch football competition. Troy 
is likely to challenge Ryan on leader board in our NRL competition. He is also a long-time 
member of the Reds, a true sign of dedication.       

 
Rebekka Beale joins The Chancellor Team 

We are very happy to introduce Rebekka to the Chancellor team.  Bekk spent most of her 
childhood living overseas so it is safe to say she is internationally educated. With her return 
from Russia, she took up the typical Australian sport of swimming. This sport allowed her to 
understand the importance of hard work and dedication and whilst this career dream came 
to an end a couple of years ago these attributes carried through as she is now studying a 
Bachelor of Business majoring in Accounting at QUT whilst working full time at Chancellors. 
When Bekk doesn’t have her head in the books she is often enjoying weekend brunches with 
her close friends and watching some well deserved Netflix as a sneaky study break.   
 

 
Our Aussie Rower 

Laura Chancellor has again done her family proud by her selection for the second 
year in a row to represent Australia at the Junior World Championships to be held 
in Tokyo this August. Last year Laura had an eventful campaign in the Czech 
Republic with her double scull event cancelled at the 11th hour due to injury of her 
partner with her adaptability on show when she jumped into the coxed four to win 
silver after an injury in that crew. This year Laura competes with Phoebe Robinson 
(photographed left) in the Pair. We wish them well. 
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Disclaimers 
 

Financial Product Advice 
Nothing in this advice is intended as ‘financial product advice’ as defined by the Corporations Act (as amended by the Financial Services Reform Act 
2001). We are not licensed to provide ‘financial product advice’ which includes recommendations regarding contribution to or withdrawal from, or 
specific investments within a particular superannuation fund (including a Self-Managed Superannuation Fund). You should consider if it is in your 
interests seeking advice from an Australian Financial Services Licensee before making decisions in relation to a financial product. 
 

Currency of Income Tax Advice 
Any taxation advice included in this correspondence is current to the date of writing. Taxation laws in Australia are complex and constantly changing. 
The government often changes rules effective from the date announced and, in some cases, retrospectively. If there is any delay in the use of this 
advice you should consider having it refreshed. 
 

Quality of information  
Before relying on the information on this newsletter, users should carefully evaluate its accuracy, currency, completeness and relevance for their 
purposes, and should obtain professional advice relevant to their particular circumstances. We and associated parties cannot guarantee nor assume 
any legal liability or responsibility for the accuracy, currency or completeness of the information or material. 
 

Links to external websites 
This newsletter may contain links to other websites which are external to our newsletter and website. It is the responsibility of the user to make their 
own decisions about the accuracy, currency, reliability and correctness of information contained in linked external websites. 
 

Linkage to external websites should not be taken to be an endorsement or a recommendation of any third-party products or services offered by virtue 
of any information, material or content linked from or to this website. Users of links provided by this website are responsible for being aware of which 
organisation is represented or providing the information or material on the website they visit. 
 

Views or recommendations provided in linked websites do not necessarily reflect our views or recommendations, nor the views or recommendations 
of associated parties.  
 

Security of our website 
Users of our website should be aware that the World Wide Web is an insecure public network that gives rise to a potential risk that a user's transactions 
are being viewed, intercepted or modified by third parties or that files which the user downloads may contain computer viruses or other defects. 
 

We and associated parties accept no liability for any interference with or damage to a user's computer system, software or data occurring in connection 
with this website. Users are encouraged to take appropriate and adequate precautions to ensure that whatever is selected from this website is free of 
viruses or other contamination that may interfere with or damage the user's computer system, software or data.  
 

 

Thank you for reading our newsletter. If you would like to see more, please do not hesitate to go to our website 
(www.chancellors.com.au) or like us on Facebook. 
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