bO,

Corporate
Essentials

Australian Tax Summary:
A Guide For Tax
Professionals

¢

18th Edition
www.bo2.com.au

2024 1300 55 55 33




Contents

Chapter 1 6
The Australian tax system

HISTOMY oo
ATO and treasury roles........coceeeerererirverereerrnrnnnnns 7
How laws are made ......c.coeeveeenenverireeeecccneens
Lodgement and payment of tax

MediCare VY .....ccooeeeveieeeeeeeeee e

Medicare levy surcharge.........cccccoeevevevvereveerennnnne

Taxation rulings ......ccveveeeveenieieeeeeeeeee 1
Family payments — key aspects......cccccoeceveenenene 1
Non-resident individuals .........cceevrveerveeviereenne 12
Help repayment thresholds..........cccooevrevennecnnn. 12
Company tax rates for 2023 - 2024.................... 13
Unincorporated small business tax discount...... 14
Other trUSES ..veveeiieeiereteeeeretee e 14
Australian business number.........c.cocoveevrinennne. 14

Tax file numbers

Chapter 2 15
Assessable iINCOME.......cooveveeeeeeieeceeeeeeeeeee, 15

Definitions .......cocueue...

Capital vs revenue

BUSINESS INCOME .. 16
Direct compensation for

SEIVICES wevvuinieeiereieetrtseeieieiee ettt seese s 16
Non-cash business benefits.........cccovevveveeeennee 16
Employment termination payments (ETPs). ........ 16
Employment termination payments tax offset.... 16
Superannuation [lUMpP SUMS .......ccooeveueeereernenne. 18
Frequent flyer and club

BeNEfitS o 18
Barter exchanges and transactions .................... 19
Compensation payments .........ccccceveeeveeeveerennnns 19

Redundancy and early retirement payments...... 19

Lease iNCENTIVES.......ceeveveeiriieieieeeeeeeeeeaeeans 19
Sale of formerly leased equipment..................... 19
Chapter 3 22
EXempt inCOME......covveiieiieeeeeee e 22
Items of exemptincome......cccceveeeeeiiecrennen. 22
Exempt veteran entitlements............cccvuvneee. 23
Exempt centrelink payments.........c.ccccevrnuenene. 23
HODDIES ..o 23
Windfall gains.......ccoeveeeeeeieeeeeeeee e 24
Australians working overseas..........cccceeeveveeennen. 24
Mutual iNCOME.....ceirieieeeeieee e 24
GIES ceeeeeeeet e 25
Non-assessable, non-exempt income................ 25
Super IUMP SUM .o 25
Chapterd........eeeeceeeecceeeccceeecccneeeans 26
Tax deducCtions ........ceeeeevererieieeeierieeeieeenne 26
Business and employment deductions.............. 26
Substantiation .......ccceeevveeeeiceee e
Reimbursements

Motor vehicle eXpenses .......ccecevveceeeeeeeeeenens 27
Exceptions to motor vehicle substantiation

TUIES ottt 27
Travelling eXpenses.......cccovvveeeeeenenereeeeneeenene 28
Prepayment of eXpenses .........cceeevrervevevevennes 28
Long distance truck drivers.........ccoceevvverieenenee. 28
Travel claims within Australia.........ccccoeevrvevenenee. 29
Conventional clothing .......ccceeveevvrieeeiien, 29
Occupational clothing and protective gear........ 29
Home office expenses........c..ccceeeeveeeeerevenenee. 30
INEEIESE .. 31
Telephone.......ccivvvreeceee e 31
REPAINS ..o 31




Deduction for professional costs re-starting
DUSINESS ...

Self-education expenses

Checklist of deductible items........ccccoeeveveieneenens 33
Chapter ... e ccneeeees 36
Depreciation and capital allowances................. 36
Decline iN Valu@.....cooeveeeeeeieeeeeeeeeeeeeeee 36
Effective life. ..o 36

Uniform capital allowances system - choice of
depreciation method..........ccceveieiieeciciciine

Calculating depreciation under UCA

Low-value items .......cccovvveiveieiceeeeee

SBE pooling arrangements .........cccccevveervereeenee 37
Sale of depreciated plant...........cccccoveveieveveennne. 37
Replacements and 100se t0OIS........cceeveveirnennes 37

Backing business investment — accelerated
depreciation ........ccceevvveeeencnneee e 38
Instant asset write-off for small business

ENELIES. v

Computer software ........cccceeeeveveevennee

Business black hole expenditure

Car depreciation limit..........cccoeeveeeivieicreeenne.
Chapter6.......eeeereeeecceeecceeeecceeeeecneeenns 43
TaX OffSELS v 43
Tax offsets different to deductions ..................... 43
Dependant offsets abolished..........c.ccccocveunenen. 43
Notionally retained dependent tax offsets ......... 43
Low-income tax offset (LITO)......cccceeereeervrreennene. 44
Income means testing for offsets

Beneficiary tax offset .......ccceevevennee.

Zone tax OffSet ....ceoeeeeeeeeee e
Net medical expenses tax offset..........c.cceueeeee.
Senior and pensioners tax offset (sapto)............ 46
Refunding franking credits — individual............... 46
Brief summary of 2022-2023 personal

1aX OFfSEES v 46
Private health insurance rebate

Paid parental [€ave ........cccoeeiveinieieeeee 47

Employment termination

PAYMENTS...veiiieiiieieietcerecrerecereee et 47
Foreign income tax offset .......ccocevveveeevenirinnnnen. 48
Temporary loss carryback extension................... 48
Research and development..........ococeeeennennnnee 49
Recent changes to the R&D tax incentive

(RDTI) ettt 49
Tax offset for unincorporated small business..... 51
SuperannNUAation........coecevveeeveeeieeeeeeeeeeeees 51
INCOME ESTS ...t 51
Chapter 7 ... eeecceeeecceeeecceeeeccneeeeeneeees 54
Primary production.........ccceeeeveenneeeeennennen, 54
Record keeping in the primary production
INAUSETY . 55
Other considerations.........c.coeeeeueueueurinnncnccnne 57
Special considerations..........ccoeeevveeeieieirrennnnen. 58
Tax averaging and primary producers................ 59
Disasters and primary

PIOTUCETS ..ottt 60
Tax tips for primary producers 2023-2024......... 60
Depreciation..........cooeveveeveeeeeeeeeeeeeeeee 61

Accelerated depreciation for primary producers. 61
Luxury car tax relief for farmers and tourism

OPEIALONS ...ttt 62
Chapter 8......ccoeiiiirniiiineiecnneiecsseneeessnnnees 63
Capital gaiNS taX......cecvevevereeeeereeeeee e 63
Determination of capital gain or loss................. 63
COT @SSELS et 63
Types of CGT @SSELS ....oveveuerriririeiererereeeeeiereeee 63
Separate CGT @SSetS.....covvveveiereeeiceiereeerenen 64
Exemptions from CGT.......ceveevevinnnicciccen 64
BUSINESS VENICIES ....ouvnviieveieicceeeeeee 65
Main residence exemption........cccccceeveeevereenene. 65
Compulsory acquisitions...........ccevveeevreireenennne. 66
Foreign and temporary tax residents................ 66
Small business CGT cONCesSIioNS........ceceveveueuennne 67

Calculating a capital gain
OF 0SS ittt Al

CGT indeX NUMDEIS.....cveveeeicrereeeeeeereeeereerene Ul




Legal structure change without CGT liability ......73

Cryptocurrency acquired as an investment......... 73
Capital gains checklist ........ccoceeeriririrreeeiinnns 74
Chapter 9 76
G00ds and SErviCes taX ....coceeveveerererirrerereeeennns 76
Registering for GST ..o, 76
TaX INVOICES ..t 77
Calculating GST ..o 77
Supplies and GST .....c.oveeieeieeeeee e 77
Taxable SUPPlIES......ccceevveeieeeeeeeeeeee e 79
Input taxed SUPPIY.ccoveviereiieiieieiceeeie e 79
GST-free SUPPIES c..veeeeeeeeceeeeeeeeeeee e 80
Margin scheme

Margin scheme eligibility checklist..................... 81
Supply of @ going concermn .......ccoveveveeeennnnn 83
GST grouping.....ccceeeveeeeeeresieiiereeeieeeereeeeeeenne 88
GST on Netflix and other digital services........... 88
GST on new property transactions is now to be
collected by purchasers.........cccccevvivereeecennn 89
Chapter 10 92
Superannuation.........cccceeeveeeeeieeieeeeeeene 92
Superannuation regulation

Taxation of superannuation fund income .......... 92
1July 2017 changes......c.ceeeeveevieecieeieeiereeees 93
Self-managed superannuation fund (SMSF) ...... 93
Other superannuation funds

Duties of truStees ........cccceueverernircccccieieene 95
Sole purpose test .......ceveveeeeeeeeeeeeeeeeeee 95
Investment Strategy ......coceeeeereevereveeeriririreeinas 96
Record-keeping obligations..........cccccceeevevirennene. 96
Prohibited investments and borrowings............ 96
Investment Manager ........ccoeevveeeeveeereesieeenenn 97
Trustees now responsible for strategy retirement
INCOME ...ttt 97
TaX CONCESSIONS ..vvererereverenierreeereeeesneeesesesenenenas 97
Tax deductions for personal contributions.......... 97

Employer contribution vs personal concessional
CONEIDULION ...t 98

Self-managed super funds compliance risks..... 98

Existing and future SMSF rulings ........ccouee.... 99
Taxation of superannuation benefits ................ 100
Extending eligibility for Bring-forward cap.. ..... 102
Superannuation co-contributions...................... 102
Catch up contributions..........cccoeeveeeerciiieniene. 103
Choice of superannuation fund............c............ 103
Superannuation guarantee (SG).........cceceevvnennns 104
Superannuation excess contributions tax......... 104
Superannuation splitting.........ccceeveeveveceriennnne. 105
Spouse contributions ..........cccceeveeeieeieieeee. 105
Age limit abolished.........cccoovvveeiireeennes 105
Transition to retirement..........ccoceeveveenieiienenene. 106
Super surcharge on high-income earners........ 106
Superstream

2023 changes t0 SUPEr.....ccceeveerieeeeeeeeeeeenes 106
Chapter 11 108
Residency and international tax issues............. 108
Individual reSidency ........ccceceeveereveeerinrernnens 108
Three statutory tests .....ccoevvvvecccncnneeenes 108
Important updates.........ccoeeveveiereiercieceiene, 109
Residence of company.......ccoceceeeevieiveereennenne 109
Source of INCOME ...veeiveieeeeeeee e 109
Double tax agreements.........cccooeevveccnecnnnne. 110
Becoming a resident........cccoeeveieenieeciereeieene 110
Ceasing to be aresident........ccccceeeviviereeecerennnns M
Employment income earned overseas ............... M
Returning expatriates — residency issues.......... 12

Transfer pricing

Thin capitalisation

Changes for foreign property investors............. 13
Multinational tax measures...........ccccccceerrereenenee 13
Tax rates for working holiday makers................ 15
End exchange rates —

30 June 2023, 115
Taxation ruling TR 2018/5.......coeeeirrieirieeenne 115
Chapter 12

Small business entities

Snapshot of benefits .........ooveeeevecineieee




Eligibility for the SBE ........ccoovvveeiiices 116

Aggregated tUrnOVer.......ccceeeveeeieeeeeeee 116
Connected entities .17
Affiliated entities .......coevvcccceeicee 17
SBE depreciation.........cccoeeeeveeeeeeeeeeeeceeeane 17
Prepayments .......cocovveeeenrreeeccee e 118
Accounting for GST on a cash basis................... 18
Trading STOCK ...c.vieveeeeeeeeeieeeee e 118
SMall BUSINESS....veveeeiieeeceee e 19
Chapter 13.......ieiecereccneecccneneeecnnees 120
Pay @S YOU g0 ...cveviieieiiciieiceeeeeeieeeienes 120
Pay as you go (PAYG)......ccccevuveeeereeereeereererennes 120
PAYG withholding (PAYGW)

Employee contractor distinction ..................... 120
Withholding by employers .......ccccoevveeeenennne 121
AllOWANCES ...t 121
Determination of PAYGW obligation on an
allowance for an employer ........cccceeveeeerieevniennne 121
Other alloWanCes ........ccovevevereerereereieeeeeeenes 122
No ABN withholding ........ccccovveveueecncninirienen 122
PAYGW voluntary agreements..........ccceveveveneen. 123
PAYG withholding Instalment (PAYGI)

Liability ..o

Instalment iNCOMe......ccooveiirieeeeee
CYClB e
Variation ......ceeeeeeieeeeee e
Varying the instalment rate..................

Varying the instalment amount

Chapter 14.........iiveeeceecccneeeecneneeecsnnens 126
BUSINESS STIUCTUTES ... 126
Partnerships ........cooeeeeeecieeeeeeeeee, 126
COMPANIES ..ttt 126
Starting a company ........ccoceeeeeeeeeenieereeeeenes 127
Features of @ COMPaNY ...cccovvvvveveveerereninieiennens 127
Proprietary company........ccccoceeveeeveecinieiseeneniee 128
Director dUti€S......ceueveveveeeriieieieeeeeee e 129

Company secretary
Financial reports .......oeeeevnnneeccrcnreee

Whether to incorporate? .......cccoceeeecennniniennes 130
AdVANtAgES ....oveveereeiieieeee s 130
Disadvantages.......cccoueveeereerieirierieeieeeeesieine 130
Loans to shareholders........cccoeevreevniecenrreenne. 131
Imputation SySteM.......cevevevererreieieeeeenas 131
Franking credit trading.......ccccoceeeeeeevieeeeeeenee. 131
TRUSES et 132
Family truStS ..c.oveveveeieeeeccceee e 132
Discretionary trusts .......ceeeevevvrieeccnencneen 132
Trustee resolUtionS........cceevevrvevevereeeeneeisierenenns 133
UNIEETUSES e 133
HyDbrid trustS ..o 133
Trust- recent developments ........cccceeveeevvecrennne 134
Immediate deductibility for professional

EXPENSES .vviveeereereteteeseteteteseseseesesessesssesansesas 134
Personal services income (PSI) .......cccccvvennne. 134
Chapter 15.......ccovinnirinernnnencnennncncnensnnees 138
Fringe benefits taX ......cccoveeeevererieieeeeiene 138
Fringe benefit tax (FBT).....cccoeeeveveieieieiceienne 138
Common fringe benefits .......ccoceeveceniecenieenne. 139
Car parking fringe benefits ......ccceovvvveererenrnnene. 141
Debt waiver fringe benefit ........ccccooveevieieeinee 143
Low interest 0anS........ccceeevveeenieenieeceeeeiene 143
Expense payment fringe benefit....................... 143
Entertainment........cccveeeeeeenieeeeeeeeeeee 143
Property fringe benefits ........coevvveeeirininnnnen. 144
Changes to in-house property fringe benefits.. 144
Housing fringe benefits......coeovveeeeecinecininnne 144
Board fringe benefits ........ccoecvveveereeeiniien 144
Remote area accommodation..........cccccceeveunee. 145

Living away from home allowances (LAHFA).... 145
Changes to in-house residual fringe benefits... 146

Otherwise deductible rule.........c.ccoovuvueuereecnne 146
Reportable fringe benefits .......ccoeeeeviinnne. 147
Exempt benefits .......coeeeeveivieiieeeeeecee 147
FBT exemptions for work-related electronic

EVICES e 148
FBT rebate...cceveeeeeiieeecceeeeeeee 148
How to reduce FBT.....ccooeeeivnceccecene 148




Chapter 16 150 Effect of not consolidating ...........ccceeeinenenne 166
Accounting fortax and.........ccceeeeeecenienrienennn. 150
Accounting methods Chapter 20 167
Prepaid eXPENSES.......ccveveerieeieieeieeiereesieens TaX refOrm ..o 167
Income from long-term construction contracts .150 NSW 2020 draft report......ccceeeeeevieveeeirennnns 167
Trading StOCK ...c.vueeeeeieeeeeeeeee e 151 Covid-19 and beyond ........cccceeevrreriererenenne. 167
Value of trading Stock .......ccovuveeeeinnniniccne 151 Broken tax system impeding the economy:
LAY-DY SAIES ... 153 The tax iNSttUte....ooovvoes 168
Commercial debt forgiveness...............oooo.... 153 Exploring the benefits of taxation reform...... 169
Private use of trading Stock ........cccoevvveeernnee 153
Timing of income and deductions..................... 154 Chapter 21 170
Methods of tax accounting..........ccceceeeeeeveneene 154 Tax audits and taxpayer rights ..........c.cec.vevene. 170
Guidelines on selecting methods on tax TaX QUAILS ..o 170
ACCOUNTING ettt 154 The enquiry or audit process ........ccoceveeveeruenenes 170
ATO 0bligations .......cccceeveeeieirieeieeieeeeeeee 7
Chapter 17 156 Notification of an enquiry
Collection and recovery options for the ATO....156 OF QUAIL e 17
General interest Charge ....ewveeeeeeeeeeerseerrenes 156 Preparation for an audit...........cccoevevveiiirenennne. m
Using refunds or credits to pay debt ............... 156 ATO POWETS ..ttt 172
External debt collection agencies..................... 157 ATO obligations on audit completion............... 172
Disclosure of business tax debt..............cc........ 157 Computer assisted verification:
Stronger action.........ceeeevrnncncceeeeeeeee 157 €-audit and risk ASSeSSMENt ...oovvrvsvece 173
Penalties and offences.........ccccovvveccnncnennn 174
Chapter 18 159 Right of 8CCESS ..vovvuiriieieeeeee e 175
State government taxes ........cococeeuererreninncncnne. 159 Power t0 Obtain INfOrMation .......c..c.cocv.e 175
SEAMP AULY oo Asset betterment assessments.................... 75
PAYIOl £8X...veeieveeieieeeieeeeeeree e DAt MALCNING oo 176
Registration .............. Employer obligations .........cccccevvvreccnincnennn 176
Grouping provisions Your audit rightS ...coeeeeveieeeee e 177
Refer to state revenue websites and get legal Accountants’ CONCESSION........ceeveveerererirrerennes 178
AAVICE 1o 161 New ATO Charter . ..., 179
Comment on recent developments.................... 161
Chapter 22 181
Chapter 19 162 2023-24 effective lives tables...........cccceeeee. 182
Consolidation .......cceeieeiveeieeeirrreeeeceae 162
Taxing wholly owned groups as single entities..162
Tax cost setting rules.........ccoeeeveeneeneencenenene. 165
Documentation..........coeeeccecucnenee .... 166
Tax sharing agreement (TSA) .....cccovevvveeerererenene. 166

PAYG instalments and consolidated group....... 166




	b02_ATS_18.pdf
	ATS_Eighteenth Edition_PRINT.pdf



