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Getting the benefit of your business 
tax losses 

When you’re starting a new business venture, it may 
take some time before the business becomes 
profitable. And there may be other situations where an 
established business operates at a loss in a particular 
year. So, what does this mean tax-wise? When your 
deductions in an income year are greater than your 
assessable income, you have a “tax loss”. You 
generally can’t receive a refund for a tax loss, but you 
can use it in other ways. 

If you’re a sole trader or individual partner, you may be 
able to use your business tax loss to offset other 
assessable income you earn personally. This includes 
salary and wages from employment and income from 
personal investments. 

But watch out: if the loss is “non-commercial”, you 
can’t use it immediately to offset your other income. 
Instead, you must defer it. 

Downsizer super contributions: 
getting it right 

“Downsizer” contributions let you contribute some of 
the proceeds from the sale of your home into 
superannuation – but there are several important 
eligibility requirements. 

Are you thinking about selling the family home in order 
to raise funds for retirement? Under the “downsizer” 
contribution scheme, individuals aged 65 years and 
over who sell their home may contribute sale proceeds 
of up to $300,000 per member as a “downsizer” 
superannuation contribution (which means up to 
$600,000 for a couple). 

These contributions don’t count towards your non-
concessional contributions cap and can be made even 
if your total superannuation balance exceeds 

$1.6 million. You’re also exempt from the “work test” 
that usually applies to voluntary contributions by 
members aged 65 and over. 

Health insurance and your tax: 
uncovered 

If you don’t hold private hospital cover – or are thinking 
about dropping it – make sure you understand the 
financial consequences. You could be hit with an extra 
tax surcharge of up to 1.5% or cost yourself extra 
premiums in future.  

Levies, surcharges and loadings – the terminology 
around health insurance and tax can be bewildering! 
But if you don’t hold private hospital cover, you need to 
understand how this may affect your tax. 

The Medicare levy surcharge (MLS) is a tax penalty 
you must pay if you earn above a certain amount and 
don’t take out a sufficient level of private hospital cover 
for you and all of your dependants. It’s designed to 
give you a financial incentive to insure privately. The 
MLS is applied by the ATO at tax time and included in 
your assessment. 

Small business CGT concessions: 
when do I qualify? 

CGT concessions allow you to reduce – or in some 
cases, completely eliminate – the capital gain from the 
sale of a business asset, whether it’s held directly by 
your business entity or in another related structure. 

What’s more, the concessions also allow you to make 
extra super contributions – sometimes up to 
$1,515,000 – in connection with the sale of business 
assets. This is an attractive opportunity for many small 
business owners heading for retirement, especially 
given the restrictive annual contributions caps that 
usually apply. 
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There are various concessions available, each with 
their own eligibility rules. There are two basic 
conditions you must meet before you can access any 
of the concessions. The first requirement tests whether 
your business is “small” enough to qualify. There are 
two alternative tests: a turnover test and a net assets 
test. The second major requirement is that the capital 
gain must arise from the sale (or other CGT event) of 
an “active” asset. 

Unpaid super: important amnesty 
update for employers 

The launch of Single Touch Payroll (STP) will 
dramatically improve the ATO’s ability to monitor 
employers’ compliance with compulsory super laws 
moving forward. This electronic reporting standard is 
now mandatory for all Australian businesses and gives 
the ATO fast access to income and superannuation 
information for all employees. 

The government is getting tough on unpaid 
compulsory super guarantee (SG) contributions, but 
fortunately for businesses it has recently announced a 
revised “grace period” to rectify past non-compliance. 
All businesses should review their super compliance to 
consider what action they may need to take. 

The timing of your disclosure is important. The 
proposed new amnesty will cover both previous 
disclosures made since 24 May 2018 (under the old 
amnesty scheme that the government failed to officially 
implement) and, importantly, disclosures made up until 
six months after the proposed legislation passes 
parliament. 

Selling shares: how does tax apply? 

Whether you own just a few listed shares or have an 
extensive portfolio, understanding how capital gains 
tax (CGT) applies when you sell your shares can help 
you plan your trades effectively. If you trade shares on 
a scale that amounts to a business of share trading, 
talk to your tax adviser about the different tax regime 
that applies. 

Each time you sell a parcel of shares, you trigger a 
“CGT event” and you must work out whether you’ve 
made a capital gain on that parcel (where the 
proceeds you receive exceed the cost base) or capital 
loss (where the cost base exceeds the proceeds). You 
also trigger a CGT event if you give the shares away 
as a gift – perhaps to a family member. For tax 
purposes, you’re deemed to have disposed of the 
shares at their full market value. 

All of your capital gains for the income year are tallied 
and reduced by any capital losses. This includes your 
gains and losses from all of your assets that year, not 
just shares. If you have an overall “net capital gain”, 
this is included in your assessable income and taxed 
at your marginal tax rate. If you have a “net capital 

loss”, you can’t offset this against ordinary income like 
salary or rental income. Instead, a net capital loss can 
be carried forward to future years to apply against 
future capital gains. 

ATO to scrutinise every return for 
tax time 2019 

The ATO has announced that it will scrutinise every 
tax return lodged during Tax Time 2019 as part of its 
ongoing focus on "closing tax gaps". 

Assistant Commissioner, Karen Foat, said taxpayers 
who have done the wrong thing may be subject to an 
audit, even if the over-claim of deductions is minor. 
Third party data indicating under reported income, and 
deductions that appear high compared to people with a 
similar job and income level, tend to raise concerns, 
Ms Foat said. 

If you’re subject to an audit, it’s not always doom and 
gloom. In some cases, you may get a higher deduction 
if the ATO discovers that you haven’t claimed 
something you’re entitled to. For example, you may be 
entitled to a deduction for depreciation on a laptop or 
other technology used for work but had incorrectly 
calculated the claim or omitted it altogether.  

In the event of an audit and you’re found to have over-
claimed, the ATO may apply penalties depending on 
your behaviour. If you’re found to have over-claimed 
based on a genuine mistake, for example, if you’ve 
claimed the costs which are private and domestic in 
nature that are sometimes used for work or study (eg 
sports backpack or headphones), the ATO may 
choose not to apply penalties. 

Beware of insurance changes in 
superannuation 

Since July this year, super funds have been required 
to cancel insurance on accounts that have not 
received any contributions for at least 16 months 
unless the member elects to continue the cover. In 
addition, inactive super accounts with balances of 
under $6,000 will either be automatically consolidated 
by the ATO with other accounts you may hold or 
transferred to the ATO. If your super is transferred to 
the ATO, any insurance will also be cancelled.  

This applies to life insurance, total and permanent 
disability (TPD) insurance and income protection (IP) 
insurance that you may have with your super fund. 

Another change coming to super funds in the not too 
distant future of 1 April 2020 is opt-in insurance for 
members under 25 years old and those with account 
balances of less than $6,000. From that date, 
members under 25 who start to hold a new choice or 
MySuper product will need to explicitly opt-in to 
insurance. Currently, the onus is on the member to opt 
out of insurance if they do not want it. 
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Small business income tax gap: 
ATO update 

New figures released by the ATO estimate that almost 
90% of income tax from small businesses is paid 
voluntarily or with little intervention from the ATO. 

“This shows that the vast majority of small businesses 
in the tax system are trying to do the right thing”, 
Deputy Commissioner Deborah Jenkins said. 
“Considering how much small businesses have on 
their plate, we’re grateful for the level of work they put 
in to get their tax right.” 

The ATO estimates the 2015–2016 income tax gap for 
the small business sector to be approximately 12.5%, 
or $11.1 billion, with over $7 billion attributable to 
“black economy” behaviour. 

TIP: Around 90% of small businesses use a registered 
tax professional to help them meet their obligations. 
Get in touch today to see how we can support you. 

ATO sets its sights on undisclosed 
foreign income 

Do you have any amounts of offshore income you 
haven’t declared to the ATO – perhaps interest from a 
foreign bank account? Even if it seems like a small 
amount, you must declare it. International data-sharing 
arrangements are making your overseas financial 
affairs increasingly transparent, so don’t get caught 
out. 

The ATO is keen to emphasise that its techniques for 
detecting offshore amounts are becoming increasingly 
effective. Cross-border cooperation between different 
tax jurisdictions means your financial information is 
being shared more than ever before. 

If you’re an Australian resident for tax purposes, you’re 
taxed on your worldwide income. This means you must 
declare all foreign income sources in your return. 

If you’re a non-resident, you generally only pay tax on 
your Australian-sourced income. 

TIP: The main test for tax residency is whether you 
“reside” in Australia. There’s no single factor that 
determines whether you meet this test.  

What if you’ve already paid tax on the income 
overseas? You still need to declare it to the ATO. 
However, you may be able to claim an offset for the 
tax already paid in order to prevent double taxation. 

Got any amounts you’ve overlooked? Now is a great 
time to get help from your tax adviser with making a 
voluntary disclosure. You’ll often receive a reduction in 
ATO penalties and interest that would otherwise apply 
– and the outcome is generally much more favourable 
if you make a disclosure before the ATO commences 
an audit of your tax affairs. 

ATO announces “Better as Usual” 
program to improve your experience 

ATO Commissioner Chris Jordan has announced the 
launch of “Better as Usual”, a new ATO program 
aimed at improving people’s experience with the tax 
system. The program will include four parts: 

• Whole-of-system experience: looking at the end-
to-end experience to address people’s frustration 
at sometimes feeling like they have to start all over 
again when dealing with a new ATO area or staff 
member. 

• Quality of feedback loops: better understanding 
and documenting people’s past experiences and 
actions (eg mistakes versus evasion) to make 
better ATO decisions in the future. 

• Complex cases team: a dedicated team to work on 
the most complex cases, devoting the time and 
resources necessary to deal with complicated 
affairs that fall outside the ATO's normal 
processes. 

• Procedural and cultural safeguards: established to 
reduce (and ultimately eliminate) any cases where 
ATO mistakes could have a severe impact on 
taxpayers. 
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Salary sacrificing loopholes: are 
you receiving your full benefits? 

Most workers understand that their employer must 
make compulsory super guarantee (SG) contributions 
of 9.5% of their salary and wages. However, things 
can get a little tricky when you choose to salary 
sacrifice. 

Under current laws, employees who sacrifice some of 
their salary in return for additional super contributions 
may end up receiving less than they expected because 
of two legal loopholes. Employers may: 

• count the salary sacrifice contributions towards 
satisfying their obligation to make minimum SG 
contributions of 9.5%; or 

• calculate their 9.5% contributions liability based on 
the employee’s salary after deducting sacrificed 
amounts, rather than the pre-sacrifice salary. 

Proposed new laws will close the loopholes by 
requiring employers to pay compulsory SG 
contributions at 9.5% of the pre-sacrifice amount of 
salary (that is, the salary actually paid to the employee 
plus any sacrificed salary). Further, any salary sacrifice 
contributions will not count towards the compulsory SG 
contributions. If passed, the new laws will apply to 
quarters beginning on or after 1 July 2020.  

Claiming work trips for business 
owners 

As a business owner, do you sometimes take work 
trips? When a trip is clearly for business purposes 
only, the rules for deducting your expenses are fairly 
straightforward. But what happens when you’ve 
planned a holiday or to catch up with family or friends 
while you’re travelling? 

Airfares 

Assume you travel to London for a two-week trade 
show and stay a few extra days for sightseeing. If 
business is the primary purpose of the trip, you can 
claim the whole cost of the return airfares as a 
business deduction, because the sightseeing is just 
incidental. If you have a significantly longer holiday, so 
the primary purpose of the trip is not just business, you 
may need to apportion your airfares. And if the primary 
purpose is clearly private with some incidental work 
activities, you generally can’t deduct airfares. 

Accommodation 

Accommodation deductions are limited to the nights 
that you’re required for the business purpose. In our 
London example, you couldn’t deduct your 
accommodation costs for the nights you stayed for 
sightseeing. This applies even though you could 
deduct the full airfares. 

Record-keeping 

Sole traders and partners must keep a diary if they 
travel for six or more consecutive nights, detailing each 
business activity, the location, the date and time it 
began and how long it lasted. 

If your business runs through a company or trust 
structure, it’s not compulsory to keep a diary, but it’s 
strongly recommended.  

TIP: For companies, be careful about your business 
paying for any private part of your travel, as this could 
have consequences under the “deemed dividend” 
rules about benefits for shareholders and their 
associates. 

Thinking about setting up an SMSF? 

SMSFs can be a great option for building retirement 
savings, but they may not be suitable for everyone. 
Before you jump in, make sure you understand the 
differences between SMSFs and other types of funds 
to help you make an informed decision. Here are a few 
issues to consider. 

Management 

While public offer funds are managed by professional 
licensed trustees, for SMSFs the management 
responsibility lies with the members. Every SMSF 
member must be a trustee of the fund (or, if the trustee 
is a company, a director of that company). This is an 
advantage if you want full control over how your super 
is invested and managed, but it means the members 
are responsible for complying with all superannuation 
laws and regulations – and administrative penalties 
can apply for non-compliance. 

Costs 

Fees charged by public offer funds vary, but they are 
generally charged as a percentage of the member’s 
account balance. Therefore, the higher your balance, 
the more fees you’ll pay. 

SMSF costs tend to be more fixed. As well as paying 
establishment costs and an annual supervisory levy, 
SMSFs must hire an independent auditor annually. 
Most SMSFs also need professional assistance, such 
as accounting services, financial advice, administration 
services and asset valuations. An SMSF can 
sometimes be more expensive than a public offer fund. 

Investment flexibility 

A major benefit of SMSFs is that the member-trustees 
have full control over investment choices. This means 
you can invest in specific assets, including direct 
property, that wouldn’t be possible in a public offer 
fund. SMSFs can also take advantage of gearing 
strategies by borrowing to buy property or even shares 
through a special “limited recourse” borrowing 
arrangement. However, with control comes 
responsibility. SMSF trustees must create and 
regularly update an “investment strategy” that 
specifically addresses things like risk, liquidity and 
diversification. 

TIP: There are other important considerations for 
SMSFs, including decisions about insurance and 
arrangements for dealing with any disagreements 
between trustees. It’s important to ensure you have the 
whole picture and good advice before getting an SMSF 
started. 
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Warning to watch out for myGov 
and ATO tax scams 

The government’s Stay Smart Online website warns 
there has been a surge in scammers impersonating 
myGov and the ATO to trick people into giving them 
money or personal details. These scams can take the 
form of emails, text messages and fake myGov login 
pages. 

In June 2019, the ATO received 6,444 reports of tax-
time scams impersonating the ATO. Emails with links 
to fake myGov login pages were the most widespread 
email scam. 

The myGov system will never send texts, emails or 
attachments with links or web addresses that ask for 
your login or personal details. Never click on links in 
emails or text messages claiming to be from myGov. 

Always log into your official myGov account to lodge 
your return and check if you owe a debt or are due a 
refund. You can do this by typing https://my.gov.au/ 
into your internet browser’s address bar. 

Unfortunately, ATO and other scams continue well 
beyond the 30 October deadline for tax returns, as 
scammers know many people are waiting for a refund 
or information about debts. It’s important to watch out 
for scams throughout the year. 

TIP: More information is available online at 
www.staysmartonline.gov.au/. If you’re unsure about a 
tax-related message or phone call, you can phone the 
ATO’s Scam Hotline on 1800 008 540. 

Tax time updates 

ATO has refunded $10 billion so far 

The ATO says that $10 billion has been refunded to 
Australian taxpayers so far this tax time, an increase of 
over $2 billion from the same time last year, with most 
returns processed in under two weeks. The ATO aims 

to process returns as soon as possible, and has 
announced that over four million refunds have already 
been sent out, compared to over three million refunds 
issued this time last year. 

TIP: If you haven’t lodged your tax return yet, or you’re 
waiting on information about a refund or tax debt, we 
can help – contact us to find out more. 

ATO watching for undisclosed foreign 

income 

The ATO has reminded Australians who receive any 
foreign income from investments, family members or 
working overseas to make sure they have reported it 
this tax time. 

New international data-sharing agreements allow the 
ATO to track money across borders and identify 
people who aren’t meeting their obligations. Under the 
new Common Reporting Standard (CRS), the ATO has 
shared data on financial account information with over 
65 tax jurisdictions across the globe. This includes 
information on account holders, balances, interest and 
dividend payments, proceeds from the sale of assets, 
and other income. 

TIP: If you’re an Australian resident for tax purposes, 
you are taxed on your worldwide income, so you must 
declare all of your foreign income no matter how small 
the amount. 

Unusual claims disallowed 

The ATO has published information about some of the 
most unusual claims it has disallowed. Around 700,000 
Australians have claimed almost $2 billion of “other” 
expenses, including non-allowable items such as child 
care and even Lego sets. 

Assistant Commissioner Karen Foat says a systematic 
review of claims found and disallowed some very 
unusual expenses. “A couple of taxpayers claimed 
dental expenses, believing a nice smile was essential 
to finding a job, and was therefore deductible. It isn’t!” 



 

Important: Clients should not act solely on the basis of the material contained in Client Alert. Items herein are general comments only and do 
not constitute or convey advice per se. Also changes in legislation may occur quickly. We therefore recommend that our formal advice be 
sought before acting in any of the areas. Client Alert is issued as a helpful guide to clients and for their private information. Therefore it should 
be regarded as confidential and not be made available to any person without our prior approval. 

 

TIP: The “other” deductions section of your tax return 
is for expenses incurred in earning income that don’t 
appear elsewhere on the return – such as income 
protection and sickness insurance premiums. 

ATO contacting small employers 
about Single Touch Payroll 

From 1 July 2018, employers with more than 20 
employees have been required to provide real-time 
reports to the ATO of salary and wage payments, 
super guarantee contributions, ordinary time earnings 
of employees and PAYG withholding amounts. 

From 1 July 2019, this Single Touch Payroll (STP) 
reporting system has extended to all employers. 

The ATO is now writing to small employers who 
haven’t yet started reporting or applied for a deferral, 
to remind them of their STP obligations. 

TIP: Small employers have until 30 September 2019 to 
start reporting or apply for extra time to get ready. 

There will be no penalties for mistakes, or missed or 
late reports, for the first year, and employers 
experiencing hardship or who are in areas with 
intermittent or no internet connection will be able to 
access exemptions. 

Disclosing business tax debt 
information: ATO consultation 

In its Mid-Year Economic and Fiscal Outlook in 2016–
2017, the government announced it would change the 
law to let the ATO report business tax debt information 
to credit reporting bureaus (CRBs) where a business 
consistently avoids engaging with the ATO to manage 
a tax debt. 

TIP: The ATO can’t currently pass on this sort of 
information because Australian law contains strict 
confidentiality requirements for ATO-held taxpayer 
information. 

The ATO has said it “recognises the important role 
businesses play in the Australian economy [but] when 
an entity avoids paying its tax debts it can have a 
significant impact on other businesses, employees, 
contractors and the wider community.” It has released 
a consultation paper to facilitate consultation between 
the ATO, businesses and CRBs. 

If passed in its current form, the amended law would 
allow taxation officers to disclose information about 
business tax debts when certain conditions are met. A 
business would need to have debts of at least 
$100,000 overdue by more than 90 days, and have not 
effectively engaged with the ATO to manage that debt. 

Cross-border recovery of tax debts 

The ATO has also reissued Practice Statement Law 
Administration PS LA 2011/13 Cross border recovery 
of taxation debts. This statement outlines options 
available for the ATO to recover a tax debt where the 

debtor is outside Australia, and sets out how the ATO 
deals with requests from other countries for assistance 
in recovering tax debts owing to the other country. 

ATO superannuation focus areas 

Lost super 

As at July 2019, the ATO held 5.39 million super 
accounts worth $3.98 billion. It will aim to reunite 
$473 million with 485,000 fund members using the 
new Protecting Your Super measures. 

TIP: You can find out about your lost or unclaimed 
super through ATO Online via myGov. 

Pension cap indexation 

The pension transfer balance cap (TBC) of $1.6 million 
could increase on 1 July 2020 or 1 July 2021, 
depending on movement in the consumer price index 
(CPI). The general TBC is indexed in increments of 
$100,000 when the indexation rate reaches prescribed 
figures (calculated using a formula set out in Australian 
tax law). Once indexation happens, there will no longer 
be a single TBC that applies to all super members with 
a retirement phase income stream. Instead, there 
could be a personal TBC for each member, depending 
on their individual situation and arrangements. 

Compassionate release of super 
only available in limited cases 

The ATO has recently seen a significant increase in 
queries about compassionate release of super (CRS). 
In most cases, the people concerned were ineligible 
because they were looking to use their super to pay for 
general expenses. 

CRS is an option only for very specific unpaid 
expenses such as medical treatment and transport 
costs, palliative care costs, loan payments to prevent 
the loss of your home, the costs of home or vehicle 
modifications related to a severe disability and 
expenses associated a dependant’s death. 

TIP: Any amounts released early on compassionate 
grounds are paid and taxed as normal super lump 
sums. 

Personal services income rules: 
unrelated clients test 

The Federal Court has set aside an Administrative 
Appeal Tribunal decision that income a business 
analyst derived through a company was subject to the 
personal services income (PSI) rules. 

According to the Court, simply because an individual 
or personal services entity is able to provide services 
through an intermediary, such as a recruitment or 
similar agency, this does not constitute the making of 
an offer or invitation for the purposes of the relevant 
legislation. More than that is required for the purposes 
of the unrelated clients test. 


