Personal Client Newsletter
Financial Year Ending 30 June 2020
In a relatively short period of time, COVID19 has changed many things – from the way
we interact with each other to the way we
work and do business. Whilst year-end tax
planning is always an important focus, a
number of COVID-19 induced factors means
that your year-end tax planning for this
financial year will need to look a little
different.
As your accountants, we believe our client
brief includes helping you minimise your tax
liability within the framework of the
Australian taxation system and the purpose
of this newsletter is to highlight some end of
year tax planning opportunities you should
consider
If you would like to discuss any of these, please don’t hesitate to contact our office.

TAX TIPS FOR INDIVIDUAL TAX PAYERS
Do you know the tax deductions and offsets
for which you might be eligible this financial
year? The following tips may help you to
legitimately reduce your tax liability in your
2019/20 return.
Most people like to save on tax and want to
see their income working to its fullest
potential so now is the time to review what
strategies you can use to minimise your tax
before 30 June 2020
While paying tax isn’t a bad thing – if you’re not earning any income you won’t pay any tax at
all, which can be a good and bad.
You need receipts for tax deduction claims, so you can show them to the ATO if they ask about
your deductions. These days, the ATO is asking a lot of questions about tax deductions. Listed
below are some strategies for you to consider:
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Claim work-related deductions
Consider whether any expenditure should be brought forward before 30th June 2020. Claiming
all work-related deduction entitlements may save considerable income tax. Typical work-related
expenses include employment-related mobile phone, internet usage, computer repairs, union
fees and professional subscriptions that the employee paid themselves and for which they were
not reimbursed.
Work from home deductions
If you’ve been working from home due to the Coronavirus, the ‘shortcut method’ is available to
claim 80c per hour worked on running expenses. See below for a more detailed explanation on
the deductions available this year.
Early access to superannuation
Individuals impacted by COVID-19 may be eligible for early access of their superannuation.
Individuals can apply for early access of up to $10,000 of superannuation in 2019-20 (apply
before 1 July 2020) and a further $10,000 in 2020-21 (apply before 24 September 2020). See
below for a more detailed analysis of this concession and if you are eligible.
Superannuation Contributions
Super contributions are one of the areas that individuals need to review now, even more so this
year with the capital losses incurred by most super fund balances as a result of the economic
downturn due to COVID-19.
Individuals should consider whether additional super contributions should be made personally
to maximising their contributions for the 2020 year to save tax and to regain some lost ground.
Please check all contributions received by your fund for the year before making further
contributions.
NOTE: All individuals are now eligible to claim a tax deduction for personal contributions
made to their complying super fund. You will need to ensure you notify your superannuation
fund that you intend to claim these contributions as tax deductions AND that you receive a
confirmation letter from the super fund acknowledging receipt of the election.
Concessional contributions
Concessional contributions are before-tax contributions made into your super fund. They
include employer contributions, salary sacrifice payments and personal contributions you claim
as a tax deduction.
The concessional contributions cap is $25,000 for all ages for the 2019-20 financial year.
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Spouse Superannuation contributions
Consider whether to make a $3,000 spouse super contribution before 30 June 2020. A maximum
tax offset of $540 is available if you make a contribution on behalf of your spouse, your spouse’s
total super balance is under $1,600,000 and their taxable income is under $37,000. The tax offset
is then progressively reduced until the tax offset reaches zero for spouses who earn $40,000 or
more.
Claim depreciation
Immediate deductions can be claimed for assets that cost under $300 to the extent the asset is
used to generate income. Such assets may include tools for tradespeople, calculators, briefcases,
computer equipment and technical books purchased by an employee, or minor items of plant
purchased by a landlord.
Assets costing $300 or more that are used for an income producing purpose can be written off
over a period of time as a tax deduction.
The amount of the deduction is generally determined by the asset’s value, its effective life and
the extent to which you use it for income-producing purposes.
Claim donations
If you have the available cash, consider making a donation to an approved organisation or
charity. This is always a good thing but what makes it even better is that the amount you donate
is claimable on your tax return. That is definitely a win-win.
One thing about donations we should clear up: Your donations do not come straight back
onto your tax refund. The amount is subtracted from your taxable income, which means you
get a percentage back.
Work-related travel and car expenses
Do you travel for work? Whether it’s meeting clients or suppliers, travelling to sites or between
offices, make sure you claim your travel related expenses! This can include public and
commercial transport or the cost of using your own vehicle for work-related travel.
Keep in mind, there are a few exclusions to observe and processes you will need to follow to
claim these expenses. You usually can’t include travel from home to work (or vice versa). And,
to boost your claim if you’re using your own car, you should document the number of kilometres
in logbook over a period of at least 12 weeks, plus keep all car related receipts (e.g fuel, services,
tires etc).
Please note, if you commence the logbook prior to the 30th June 2020, the usage determined
will still be appropriate for the whole of 2019/20. As such, it is not too late to start preparing
one for the current financial year.
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Defer Investment Income & Capital Gains
Capital gains is determined on the date the relevant contract is entered into. If you are
considering selling shares or property you may wish to bring forward or delay signing the
contract until the new financial year, depending on whether you are seeking to crystallise a loss
before year-end or delay a capital gain.
Selling poor performing assets, as a result of possible depressed asset values from the COVID19 impact on the economy, may enable you to bring forward a tax loss that can be offset against
any capital gains made throughout the financial year assisting in minimising taxation payable
for the 2020 financial year.
Consider salary sacrifice arrangements
You may wish to review your remuneration arrangements with your employer and forego future
gross salary in return for receiving exempt or concessionally taxed fringe benefits and/or making
additional superannuation contributions under a valid salary sacrifice arrangement.
Medicare Levy Surcharge vs Private Health Cover
If you don’t have private hospital cover and your income is more than $90,000 for singles or
more than $180,000 for families, you will pay a minimum of 1% Medicare Levy Surcharge.
That’s on top of the compulsory 2.0% Medicare levy paid by most taxpayers.
A basic private health cover plan can cost less than the 1% of your gross income – less than the
Medicare levy that you’ll pay if you have no insurance – and that’s why private cover may be
worth a look. (Plus, private health cover has some other advantages like shorter waiting times.)
Do your homework before taking out private health cover. Make sure you get cover that’s
appropriate for your circumstances and your finances.
Adjust your finances with your partner
If you have a partner, it can be possible to adjust your finances between you, to optimise your
tax circumstances.
For example, if as a couple you have shared savings in a short-term account, earning some
interest, it would be beneficial to invest that money in the name of the lowest income earner,
because they will pay the least tax on the interest earned on that savings.
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TAX TIPS FOR PROPERTY INVESTORS
The ATO’s most recent random checks
of rental claims found 90 per cent
contained an error. As a result, the ATO
has received a large boost in funding to
close an estimated $8.7 billion tax gap by
improving the checking of claims in real
time and doubling the number of audits
on rental deductions. Part of its focus is
to ensure taxpayers are returning all
rental income as well as claiming only
the rental property expenses to which
they are entitled.
From this financial year (30 June 2020), individuals with multiple properties, will be required
to prepare and lodge a separate rental property schedule for each property held to help the Tax
Office with their data matching program of rental income and deductions.
Owners of rental properties that are being rented out or are ready and available for rent should
consider the following before 30 June:
Land tax deferrals
Many state governments are allowing landlords to temporarily offset losses by deferring land
tax obligations. QLD and NSW will also be providing a discount of up to 25 per cent on land
tax in 2020 on the condition that savings are passed on to tenants through commensurate rent
relief.
Prepaid expenses
Bring forward any maintenance expenditure that will need to be completed by 30 June. Ensure
to distinguish between what the ATO considers a ‘repair’ and an ‘improvement’, as
improvements are non-deductible.
In addition, if you prepay one (or more) of your rental property expenses, such as insurance,
body corporate fees etc that covers a period of 12 months or less, and the period ends on or
before June 30, you can claim an immediate tax deduction for these payments.
A prepayment that does not meet these two criteria and is $1,000 or more may have to be spread
out over two or more years.
Personal expenses
Ensure that any claims or interest on borrowings for investments can be clearly separated from
interest on borrowings of a personal nature.
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Interest
Pre-pay interest on property investment loans if you have adequate cash flow in order to claim
an immediate deduction. Investors may choose to pay interest in advance in order to simplify
finances by making one prepayment of interest upfront or protect against possible interest rate
rises over the 12-month period.
Short-term holdings
If you have renovated a property with the view to sell it for profit in the short term, you may
find yourself taxed as a ‘profit making scheme’. This means you will not be able to take
advantage of CGT concessions.
Depreciation deductions
Consider arranging for a quantity surveyor to prepare a Property Depreciation Report to allow
you to claim the maximum amount of depreciation and building write-off deductions available.
This depreciation schedule, outlines the tax deductions that are available and help to provide a
significant return. The cost of having a depreciation schedule prepared is also tax deductible.
However, depreciation is no longer allowed on previously used plant and equipment bought on
or after 9 May 2017 (i.e. if you bought a residential property after 9 May 2017, you can only
claim the building write-off deduction and not the depreciation on plant and equipment unless
you buy it directly)
Repairs at time of purchase
Expenses for repairs to property are generally deductible provided that they relate to wear and
tear or other damage as a result of earning rental income. The cost of initial repairs at the time
of purchase are not deductible.
Airbnb Rentals
Airbnb offers a great opportunity to rent out that spare room without the long-term commitment.
Or, it’s a handy way to lease a holiday home that would be quiet for much of the year. But some
Airbnb hosts may not realise the effects and benefits come tax time.
Earning that extra income means you’ll be charged more tax by the ATO at the end of the year.
Keep records for everything to do regarding the room or property the same as you would for a
regular tenant. This paperwork, come tax time, will ensure you can claim everything related to
the Airbnb correctly.
WARNING: The ATO receives details from Airbnb and other providers which will be data
matched against tax returns so ensure all income is declared.
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WORKING FROM HOME: DEDUCTIONS YOU CAN CLAIM?
Many employees are now being required to
work from home to meet social distancing
requirements placed on them by COVID-19,
and are now faced with meeting some of the
costs associated with their job, such as
heating, lighting and internet; costs that are
normally paid by their employer.
Expenses incurred by employees that are
related to their job can typically be claimed as
a tax deduction.
Deductible running expenses include:
•
•
•
•
•
•
•

Utilities such as heating, cooling and lighting.
Cleaning costs for your work area.
Mobile or landline phone expenses for work calls.
Internet connection
Computer consumables and stationery.
Repair costs for home office equipment and furniture.
Small capital items such home office equipment, computers, furniture and fittings can
be claimed if they cost under $300. If the cost exceeds $300, then you need to depreciate
the item and claim it over its useful life.

The ATO has introduced a new ‘shortcut method,’ where you can claim additional running
expenses at a rate of 80 cents for each hour you work from home as a result of COVID-19. The
shortcut will apply from 1 March 2020 to 30 June 2020. A record of hours worked such as
timesheets or rosters must be kept as proof.
If you only undertake minimal work tasks from home such as occasionally checking emails or
taking calls, then you are not eligible for the deduction. Individuals can also choose to deduct
working from home expenses using the following pre-existing methods:
•

The actual cost method: individuals claim the actual portion of running expenses
incurred for work by keeping a diary that details the work portion of your household
running expenses. This can include receipts and documents supporting your claim.

•

The fixed-rate method: a fixed rate of 52 cents per hour worked can be claimed. This
applies for electricity and decline in furniture expenses, but the actual work-related
portion of expenses must be calculated for phone and internet costs, the depreciation of
office equipment and computer consumables and stationery.

Expenses such as rent, mortgage and insurance cannot be claimed unless you have a permanent
home office.
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TAX OFFICE CRACKDOWN ON WORK RELATED EXPENSES
WARNING: The Australian Taxation Office (ATO) continues to crack down on claims for
work-related expenses (WREs), suggesting a significant loss to revenue from taxpayers
overclaiming small amounts.
You should ensure that any unreimbursed claims for work-related expenses, car expenses and
travel expenses are correctly allowable on the basis that such expenses were incurred in gaining
or producing salary and wages income or other payments subject to the PAYG withholding
regime (including any work-related claims below $300.00).
Where items are used both for work or business purposes and for private purposes (e.g. use of a
mobile phone or home computer) it is also necessary to apportion deductions so that a deduction
is only claim for the business portion of the expense.
In addition, all claims for work-related expenses must be substantiated by way of evidence such
as invoices, receipts and credit card statements.
Care should be taken in claiming such deductions as the ATO is increasing its scrutiny of workrelated expense claims and is using data analytics to detect deductions which are unusual or
abnormally high relative to other persons in the taxpayer’s occupation or profession.
A small but significant proportion of taxpayers will find themselves subject to some unwelcome
scrutiny from the Tax Office. Tax audits and reviews can be stressful and potentially expensive
in terms of extra tax payable, interest and penalties.

What are legitimate work related expenses?
In order for a deduction to be a legitimate
work-related expense it needs to satisfy the
following three criteria.
1. You must have paid for it and not
been reimbursed
2. It must be directly related to earning
your income and not a private
expense
3. You must have a record to support
your deductions
If you're in doubt about what's a legitimate claim and what might be considered "creative
accounting", please see below for further clarification. For example, if you've been claiming car
expenses for the trip between home and the office, there are some situations in which that's OK
and others where it's not, you need to know the rules and we are here to help. Record keeping is
key.
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SUBSTANTIATION REQUIREMENTS
If you are audited by the Tax Office, it's really important to have good records of what you've
claimed as a deduction, why it's justified and have appropriate documentation like receipts.
The substantiation provisions require taxpayers (which includes employees, self-employed
taxpayers and partners in a partnership) to obtain and keep written evidence for work-related
expenses for five years after you lodge your return.
If records are not kept, a deduction may be denied even though the expense was incurred in the
determination of your assessable income.
In the old days, that meant a shoebox filled with little slips of paper that were a pain to sort
through. However, the ATO is OK with you storing copies of documents electronically. There
are many Apps on the market including the one designed by the ATO that scan and store every
receipt in the cloud or your phone making them easily searchable. So, if you need to find a
receipt for an audit or a warranty claim, you can search for it easily, rather than rustling through
a box of tiny, and often faded, slips of paper.

Types of written evidence
Generally speaking, taxpayers must obtain and retain written evidence to support their claim for
expenses, or no deduction will be allowable. Written evidence can be obtained in one of the
following ways:
a) Tax Invoice receive from the suppliers of the goods or services.
b) Alternative evidence the ATO is prepared to consider include;
•

bank or credit card statements,

•

email receipts,

•

BPAY reference numbers combined with bank statements or tax invoices,

•

paper copies of receipts,

•

electronic receipts or electronic copies of receipts,

•

PAYG payment summary (i.e. Union fees or donations).

Small expenses:
•

If the total of small expenses is $200 or less in an income year, taxpayers can make
a record of these expenses in a daily expense diary instead of obtaining a document
from the supplier.

•

Small expenses mean that each expense must be $10 or less.
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Car expenses:
•

Written evidence required for car expenses claimed under the cents per kilometer
method (Maximum 5,000 kms) is diary records of work-related trips including date
of trip, purpose of trip and kms traveled.

•

Written evidence required for car expenses claimed under the logbook method is a
complete and accurate logbook for at least a 12-week period, with a start date before
30 June 2020. You are also required to keep all receipts/invoices for your motor
vehicle expenses per above requirements.

Home office expenses:
•

Written evidence required to claim home office expenses at the fixed rate of $0.52
p/hour is a diary for four-weeks recording actual number of hours worked per day.

•

Written evidence required to claim actual running expenses of a home office is a
diary for four-weeks recording actual number of hours worked per day; calculation
of the dedicated home office work area as a percentage of the whole house area.
Written evidence of actual home office expenses for heating, cooling, lighting and
decline in value assets.

•

From 1 March 2020 to 30 June 2020, there is a temporary shortcut method to simplify
how you calculate your deduction for working from home. All employees working
from home in this period can use this method – which you can claim $0.80 p/hour
you work from home during the period 1 March 2020 to 30 June 2020.

Mobile Telephone:
•

Written evidence required to claim mobile telephone expenses is a telephone bill for
a month highlighting each business call as a percentage of all calls. You are also
required to keep all receipts/invoices per above requirements.

Internet access expenses:
•

Written evidence required to claim internet expenses is a diary for a four-week period
recording actual number of hours the internet is used for work purposes as compared
to private usage. You are also required to keep all receipts/invoices.

Domestic / Overseas travel expenses:
•

The table below explains what records you need to keep if you are claiming domestic
or overseas travel expenses for accommodation, food, drink or incidentals.

•

A travel diary is a document in which the taxpayer records the nature of the
activities, dates, places, times and duration of their activities and travel
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Exceptions from written evidence requirements
The ATO appears to be particularly troubled by taxpayers taking advantage of the limited
number of concessions available to claim work-related deductions without substantiation, for
instance the concession which allows up to $300 of deductions to be claimed without receipts.
If you intend to take advantage of the below concessions, you might not need receipts but you
might still find the ATO asking for proof that you actually incurred the expenditure.
These are the exceptions from keeping written evidence:
•

Work expenses that total $300 or less (laundry expenses count towards this limit, but not
travel or meal allowance expenses or expenses covered by an award transport payment

•

Laundry expenses $150 or less

•

Small expenses $10 or less but total not more than $200

•

Overtime meal allowance expenses covered by an allowance payable under an
Australian law

•

Expenses covered by a travel allowance, if the Commissioner considers the amount the
taxpayer claims as an employee is reasonable. Please note: although the Australian
Taxation Office cannot make you produce receipts for amounts claimed against travel
allowances where they are within the “Reasonable Amounts” (daily limits), they can still
require you justify your claim. This is expected to be an area of growing audit activity.

Please be aware that it is the obligation of a taxpayer to substantiate expenses and claims made
as tax deductions. We strongly suggest that you routinely retain all expense receipts and invoices
that you maintain continually throughout the year no matter how minor so that they may be able
to be claimed when preparing your Income Tax Return.
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Countless Australians have been affected by the COVID-19 pandemic. In response, the
Australian Government has implemented a series of assistance measures for the purpose of
helping those experiencing financial difficulty.

EARLY RELEASE OF SUPERANNUATION
The Government
superannuation rules
COVID-19 impacts
allowing a temporary
superannuation.

has changed
to alleviate the
on individuals,
early release of

Individuals affected by COVID-19 will
be able to access up to $10,000 of their
superannuation before 1 July 2020, as
well as a further $10,000 after this date
if applied for before 24 September
2020.
To be eligible, you must comply with
one or more of these requirements:
•
•
•
•
•

You are unemployed.
You are eligible for a parenting payment, jobseeker payment, youth allowance for
jobseekers, special benefit or farm household allowance.
You were made redundant in 2020.
Your working hours were reduced by at least 20 per cent during 2020.
You are a sole trader and your business was suspended or experienced a turnover
reduction of at least 20 per cent during 2020.

The withdrawn amounts will be tax free and not affect entitlement to Centrelink or Veterans’
Affairs payments.
The applications for the early release can be made online (via myGov) with a simple declaration
to the Tax Office that they meet eligibility requirements.
Before applying for the early release of super, individuals should get advice in relation to the
impact of such a strategy and what options may be available.
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MORE TIME TO PAY DUE TO THE COVID19 PANDEMIC?
The pandemic has already taken an incredible toll emotionally, physically and financially on
Australians. In times like this, it’s vital to know your entitlements as well as where you can go
for help.
Firstly (and most importantly), don’t ignore your obligations. Speak to us and explain your
situation. We may be able to apply for an extension on your behalf with the ATO.
In addition, if you experience financial difficulties as a direct result of the coronavirus pandemic,
you can ask for extra time to pay your tax debt that you owe to the ATO. Again, just speak to
us because we can speak to the ATO on your behalf and arrange a solution for you.

HOMEBUILDER $25,000 GRANT
The Homebuilder program provides a $25,000 grant to home owners to build a new home or
substantially renovate an existing home. Key conditions of the program include:
•

program available from 4 June 2020 to 31 December 2020

•

must be Australian citizen, natural person, 18 years and over

•

available to all eligible owner-occupier homeowners, not just first home buyers

•

income test – maximum $125,000 for singles and $200,000 for couples (based on 201819 or later tax returns)

•

dwelling price cap of $750,000 will apply for new home builds

•

renovation price range must be minimum of $150,000 up to $750,000; renovating an
existing home with a current value of no more than $1.5 million.

•

the expenditure must be the subject of a contract with a registered or licensed builder
(depending on the state or territory)

•

the grant is tax free
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SUPERANNUATION STRATEGIES FOR 2020
While you might not be flush with cash now and able to put large amounts into Superannuation,
it’s important that you are aware of what is possible to maximise your super balance and possibly
reduce your tax at the same time.
As there are tax benefits in holding savings in your super account, the government has a strict
annual cap (or limit) on concessional (before-tax) contributions into super. The limits apply to
the total of all your super accounts across different super funds.
If you have a Total Super Balance of less than $500,000 on 30 June of the previous financial
year, you can use any unused amount of your cap for up to 5 years to make a Carry-forward
Contribution (see section below for more details).
Concessional Contribution Cap (Cc) Of $25,000 For Everyone
The $25,000 concessional (before-tax) contributions cap is the same for everyone, regardless
of your age. Concessional Superannuation Contributions can be made in the following way:
➢ Superannuation Guarantee (SG) contributions are the compulsory contributions
made by your employer into your super account on your behalf as part of your pay.
➢ Award contributions are specified in some Employment Awards or Agreements and
are paid by your employer.
➢ Additional pre-tax contributions made by your employer are contributions above the
compulsory amount required by the SG legislation or Employment Award.
➢ Personal contributions which you claim a tax deduction on were previously only
available to people earning less than 10% of their income from an employer. From 1
July 2017, most people can now claim a deduction for personal contributions they make
into their super account and can be made at any time during the year. The following age
limits apply to these contributions:
•

If you are aged under 65, you are eligible to make personal contributions into your
super account. If you are aged under 18 at the end of the financial year in which you
made the contribution, you can only claim a deduction if you also earned income as
an employee or a business operator during the year.

•

If you are aged 65 to 74, you must pass the work test (be ‘gainfully employed’ for
at least 40 hours in 30 consecutive days during the same financial year).

•

If you are aged 75 and over, you are generally not permitted to make a contribution
and claim a tax deduction. You can only claim a deduction for contributions you
make before the 28th day of the month following the month in which you turned 75,
plus you must still pass the work test.
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➢ Salary sacrifice contributions are an agreement you make with your employer to pay
part of your before-tax salary directly into your super account. The following age limits
apply to these contributions:
•

If you are aged under 65, you are eligible to make salary sacrifice contributions
into your super account.

•

If you are aged 65 to 74, you must pass the work test (be ‘gainfully employed’ for
at least 40 hours in 30 consecutive days during the same financial year).

•

If you are aged 75 and over, you are not permitted to make salary sacrifice
contributions.

It’s important to keep track of the amount of your concessional (before-tax) contributions and
when they are received by your super fund to avoid going over your cap. It’s up to you, not your
super fund or the ATO to keep track of all these concessional contributions made by both you
and your employer.
If you do exceed your concessional contributions cap you will have to pay extra tax. The actual
amount of tax will depend on your age and the financial year in which your concessional
contributions were made, but is generally your marginal tax rate plus an interest charge.
The advantage of making the maximum tax-deductible superannuation contribution before 30
June 2020 is that superannuation contributions are taxed at between 15% and 30%, compared
to personal tax rates of between 32.5% and 45% (plus 2% Medicare levy) for an individual
taxpayer earning over $37,000.
Carrying forward your concessional contributions cap to grow your super balance
From 1 July 2017, the super rules were changed to allow super fund members to use any of their
unused concessional contributions cap on a rolling basis for five years. This means if you don’t
use the full amount of your concessional contributions cap in a particular year, you can carryforward the unused amount and take advantage of it up to five years later.
Any amount not used after five years expires.
Note: The first year in which you are able to access unused concessional contributions is the
2019/2020 financial year. This means the effective starting date for making additional
concessional contributions is 1 July 2019.
Generally the same rules apply to carry-forward contributions as normal concessional (beforetax) contributions, including age-based limits. This means individuals under the age of 65 and
those aged 65 to 74 who pass the work test can make carry-forward contributions.
It’s important to note, however, that your Total Super Balance must be under $500,000 just
before the start of the financial year in which you wish to make the additional concessional
contributions using the carry-forward rules.
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Division 293 Additional Tax of 15%
Division 293 tax was introduced from 1 July 2012 as a way of limiting the tax benefit that
concessional contributions provide to very high-income earners. From 1 July 2017, the highincome threshold was lowered to $250,000.
If your income plus any concessional (before-tax) super contributions is more than $250,000 in
a particular financial year, you will be liable for the Division 293 Tax, which is an additional
15% tax on your concessional contributions above the $250,000 threshold.
If your income excluding your concessional contributions is less than the $250,000 threshold,
but the inclusion of your concessional contributions pushes you over the threshold, then Division
293 tax will only apply to the concessional contributions that exceed the threshold.

If you are required to pay Division 293 tax, the AT0 will provide you with an assessment after
the end of the financial year. You can pay the tax:
•
•

out of your own pocket; or
by using a Release Authority, which the ATO will include with the assessment, to
instruct your super fund to deduct the money from your super account.

You can take the Release Authority to any super fund you belong to that can release the money.
You should check before presenting the authority because some funds are not able to comply
with the request. First State Super can accept your request.
Any Division 293 tax liability should be paid to the ATO by the due date to avoid paying interest.
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Government Co-Contribution to Your Superannuation
The Government co-contribution is designed to
boost the superannuation savings of low and
middle-income earners who earn at least 10% of
their income from employment or running a
business. If your income is within the thresholds
listed in the table below and make a ‘nonconcessional contribution’ to your superannuation
fund, you may be eligible for a Government cocontribution of up to $500.
To be eligible you must be under 71 years of age
at June 30, 2020
In 2019/20, the maximum co-contribution is available if you contribute $1,000 and earn
$38,564 or less. A lower amount may be received if you contribute less than $1,000 and/or earn
between $38,564 and $53,564.

The matching rate is 50% of your contribution and additional eligibility requirements were
added from 1 July 2017 which include:
•
•

having a total superannuation balance of less than $1.6 million on 30 June of the year
before the year the contributions are being made
having not exceeded your non-concessional contributions cap in the relevant financial
year.

For the purposes of this test, total income is assessable income plus reportable fringe benefits
plus reportable employer superannuation contributions, less allowable business deductions.
Please ensure that your superannuation fund has recorded your Tax File Number. The
Australian Taxation Office will use the information from your Income Tax Return and the
information supplied by your Superannuation Fund to work out whether you are eligible.
When your Super Fund accepts the co-contribution payment, the Australian Taxation Office
will provide a notice to this office which will be forwarded to you for your records. Your
superannuation fund will also notify you of the amount of Super Co-contribution received on
their bi-annual member’s statement.
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Making super contributions over 65
Reaching age 65 is one of life’s big milestones,
but unfortunately, it does make putting money
into your super account a bit more difficult.
Instead of just being able to make an electronic
payment straight into your super account, you
need to prove you are actually ‘working’ as
well.
To meet the work test, you must have been
gainfully employed (that is, employed or selfemployed for gain or reward) during the
financial year, for a minimum of 40 hours
within 30 consecutive days.
This can be any consecutive 30-day period within the financial year. In other words, it doesn’t
have to be in the same month so for example, the 30 days can start in January and end in
February. It's a minimum requirement. There are no maximum limits to how much you can
work.
To meet or use the work test exemption, you must satisfy the following conditions:
•

you’ve met the work test in the previous financial year

•

you haven’t been, and don’t intend to be, gainfully employed for at least 40 hours
within 30 consecutive days in the financial year the contributions are made

•

your total superannuation balance with all super providers was below $300,000 at 30
June of the previous financial year, and

•

you haven’t previously made contributions to super using the work test exemption.

Note: This requirement does not apply to Downsizer and mandated employer contributions like
Superannuation Guarantee (SG) contributions.
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Individuals in Business Tax Planning Guide
It’s been an extraordinary end to the 2020
financial year with many businesses being
forced into hibernation due to COVID-19.
The number one priority for most business
owners right now is cash flow so tax
planning has never been more important.
2020 is unique because there have been
unprecedented levels of stimulus provided
to business by Government.
Tax Planning should be done on a regular basis throughout the year. However, given the current
economic circumstances, these tips are especially relevant to consider just before the end of the
financial year.
To maximise benefits for the current financial year, we suggest a preliminary calculation is
prepared of your taxable income for the year ending 30 June 2020 to identify the size of your
likely tax debt and establish if you have a tax 'problem'.
The following list of tax planning opportunities is certainly not exhaustive and depending
on your circumstances (including your turnover and whether you are on a cash or accruals
method of accounting), terms and conditions may apply to some of these tactics. If you
would like to discuss your tax planning options, we urge you to contact us today.

Small Business Instant Asset Write Off
Outright deductions for the costs of assets
acquired are available to small businesses.
The current scheme commenced in 2011,
and has been expanded as part of the
Government’s COVID-19 initiative to
encourage business spending in an effort to
increase cash flow, stave off an economic
recession, boost consumption and protect
employment.
The instant asset write-off threshold has been increased from $30,000 to $150,000 and has
expanded access to include businesses with an aggregated annual turnover of less than $500
million (up from $50 million). This applies from 12 March 2020 until 31 December 2020, for
new or second-hand assets first used or installed ready for use in this timeframe.
Here is the history of the instant asset deductions and corresponding eligible aggregated turnover
requirements (current as of April 2020):
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Items that small businesses can purchase under the new instant asset write-off scheme include:
•
•
•
•

Motor vehicles;
Computer equipment;
Office furniture and facilities; and
Solar systems for business premises.

The instant asset deduction is applicable on an asset-by-asset basis, and the specific deduction
amount applicable will depend on the date of purchase (and the usual installed ready for use
requirements). Assets which cost more than the applicable limit would need to be depreciated.
On face value the instant asset write off is a very appealing tax concession, however, the Tax
Office have stated they will monitor usage to detect ‘rorts’ so once you lodge your tax return
you might get a ‘please explain’ letter from the ATO asking for more details.
In addition, the Government is introducing an (alternative) accelerated depreciation for
businesses with a turnover up to $500 million until 30 June 2021 to allow an additional 50% of
the asset cost as a deduction in the year of purchase; or 57.5% as a small business using the
simplified depreciation small business pool.
The instant asset provisions apply to new and second hand assets. The accelerated depreciation
provisions apply only to new assets. Here’s a before and after comparison
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As spending money on additional equipment at this time may be problematic given the financial
burden placed on businesses during COVID-19, any expenditure needs to be made with respect
to the cashflow and tax effect of any purchase, particularly a large one.
Businesses in a position to invest in equipment may be able to take advantage of the write off
and offset against any taxable gains they receive as part of the Government economic stimulus
initiatives, and at the same time invest to improve business efficiency.
Bad Debts
Review your debtors and if any are unlikely to be recovered, actually write them off as bad
before 30 June. This will reduce your income tax and should generate a GST refund (for
taxpayers registered for GST on a non-cash basis).
Review your invoicing / Deferral of Income
If cash flow and business reality allow, consider deferring the derivation or receipt of income
until after 30 June 2020.
-

If on a cash basis, consider trying to defer the receipt of cash.

-

If reporting income on an accrual’s basis, defer the derivation of income by holding back
invoices if possible until after 30 June.

Please note, not banking amounts received before June 30 until after June 30 does not qualify
because the income is deemed to have been earned when the money is received or the goods or
services are provided (depending on whether you are on a cash or accruals basis of accounting).
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Stock on Hand
Prepare for a stock take on 30 June. Identify any obsolete or old stock and scrap it or write it
down to its correct market value. Individual items of trading stock can be valued at cost, market
value, or replacement value for tax purposes. The tax value may differ to the accounting value.
The different valuations can make a significant difference.
Timing of Expenditure
Consider bringing forward expenditure. Depending on cashflow, you may choose to bring costs
forward into the 2020 year to reduce tax payable. This may include repairs to equipment,
stationery or marketing orders, or outlays for work travel.
Expenses are only deductible when incurred, i.e. there must be a presently existing liability to
pay the expense. Many accruals and provisions are not deductible as they represent an estimate
of expenses and do not relate to a presently existing liability.
A deduction for prepaid expenses will generally be allowed where the payment is made before
30 June 2020 for services to be rendered within a 12-month period. While this strategy can be
effective for businesses operating on a cash basis (not accruals basis), we never recommend you
spend money on items you don’t need. However, paying expenses in June that are due in July
could save you some tax this financial year. Of course, this only works if you have sufficient
cash flow.
Accounts Payable (Creditors)
If you operate on an accruals basis and services have been provided to your business, ensure
that you have an invoice dated 30 June 2020 or before, so you can take up the expense in you
accounts for the year ended 30th June 2020.
Non-Commercial Losses
Losses of a business carried on by an individual or partnership may be required to be quarantined
until future years against income of that or of a similar / related business. The exceptions are:
•

If there is assessable income from the business of >$20,000

•

Profit in 3 out of the last 5 years

•

Real property of $500,000 or more is used in the business;

•

Other assets of $100,000 or more are used in the business;

•

Commissioner’s discretion is exercised in relation to that business.

In addition to the above, taxpayers with adjusted taxable incomes above $250,000 cannot use
these tests and losses are quarantined until a year where income falls below $250,000.
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Depreciation (small business)
Note the special COVID19 asset measures discussed above.
Review your asset register and scrap any obsolete items before 30 June. If you will be selling
any items of plant that will realise a profit on sale, consider delaying the sale until after 30 June.
Conversely, if selling assets that will realise a loss, bring it forward.
Superannuation Contributions
Consider making concessional superannuation contributions to your superannuation fund before
30 June 2020. (Refer to the Superannuation Section above for more information).
Small business income tax offset
An individual is entitled to the small business income tax offset for the year ended 30 June 2020
being 8% of the income tax payable on their ‘small business income’.
This non-refundable offset is available to
1) sole traders who would meet the requirements of being a small business entity,
2) Individuals who receive a share of the net income of a small business entity from a
partnership or trust that is a small business entity.
An entity is a small business entity for these purposes if it carries on business and its aggregated
turnover for the 2020 year is less than $5 million.
An individual is only able to claim one small business tax offset for an income year irrespective
of the number of sources of small business income derived by that individual and the maximum
amount of the offset is capped to $1,000 per year.
Thinking Further Ahead
In conjunction with your year-end planning, it is also important to consider where you and/or
your business are and where you would like to be going forward.
There are many good reasons to restructure businesses, assets and ownership interests – from
family succession and asset protection to streamlining business operations. Now is the time for
both businesses and their owners to seriously consider whether a restructure ought be undertaken
and quantify any savings likely to be realised by not delaying this exercise.
Given the complexity of some of the issues mentioned above and some other issues which may
apply to your business it is important that you obtain expert tax advice in relation to your
particular circumstances.
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Other Personal Tax Planning Opportunities
Pay As You Go Withholding (PAYGW) Variation
If you are an employee, your employer is obligated to deduct PAYG Withholding Tax from
your regular salary. Assuming that your employer has withheld the correct PAYGW, when you
lodge your tax return (and assuming you have minimal other income or tax deductions) there
should be very little, if any, tax payable or refundable.
However, where you have significant tax-deductible expenses such as a net loss on your
negatively geared investment property, you may be entitled to a significant tax refund. In this
case it might be advantageous to vary the amount of the PAYGW tax that is deducted from your
regular pay so you get the benefit of the large tax refund progressively through the year.
This is achieved by lodging a PAYGW variation with the ATO. Once processed by the ATO,
your employer is authorised to reduce the amount of the tax withheld from your regular salary
and wages so you effectively receive more money each pay day rather than waiting until the end
of the year for your lump sum tax refund.
The PAYGW variation for the year ending 30 June 2021 can be lodged now to take effect from
the first pay of the new financial year. Please contact our office if you would like to apply for a
PAYGW variation.
Income Protection Insurance
Possibly your greatest financial asset is your
ability to earn an income. Income protection
insurance generally replaces up to 75% of your
salary if you are unable to work due to sickness
or an accident. The insurance premium is
normally tax deductible, plus you get the
benefit of protecting your family’s lifestyle if
you cannot work due to sickness or an accident.
It’s a small price to pay for peace of mind.
Similar to rental property interest, income
protection premiums can also be pre-paid for 12
months to increase your deductions.
First home super saver (FHSS) scheme
The FHSS scheme essentially allows an individual to make additional voluntary salary
sacrificed superannuation contributions to a complying superannuation fund from 1 July 2017
up to a maximum amount of up to $15,000 per year (and $30,000 in total) which can be
withdrawn to help finance a first home deposit from 1 July 2018.
Compulsory superannuation employer contributions and contributions in respect of defined
benefit funds are not eligible for the FHSS scheme. Various other eligibility conditions must be
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satisfied including a requirement that the relevant individual has never owned real property in
Australia, and that such an individual must enter into a contract to acquire eligible residential
premises within 12 months of the release of the FHSS amount.
In addition, where the buyer’s partner also has never owned real property, the couple can
effectively withdraw an amount of up to $60,000 to jointly fund a home deposit.
The FHSS scheme is a tax initiative primarily aimed at low to middle income earners and
provides that 85% of concessional contributions can be withdrawn together with any associated
earnings as a FHSS released amount which is then in aggregate included in the individual’s
assessable income and subject to a 30% non-refundable tax offset.
CGT main residence exemption to disappear for non-residents
There are special capital gains tax (CGT) rules you need to know if you're a foreign resident for
tax purposes. These rules will impact you when you sell residential property in Australia.
A change in law on 12 December 2019 means if you are a foreign resident for tax purposes at
the time you dispose of your residential property in Australia, you will not qualify for exemption
from CGT unless you satisfy the life events test.
You satisfy the life events test if, at the time of the disposal of your residential property in
Australia:
•

you were a foreign resident for tax purposes for a continuous period of six years or less
and, during that time, one of the following must have also occurred:
o

you, your spouse, or your child under 18, had a terminal medical condition

o

your spouse, or your child under 18, died

o

the CGT event involved the distribution of assets between you and your spouse
as a result of your divorce, separation or similar maintenance agreements.

Consider this when you use the exemption as a reason for a variation to your foreign resident
capital gains withholding rate.
When you lodge your income tax return, you:
•
•

must declare any net capital gain in your income
can claim a credit for the foreign resident withholding tax paid to us.

The change in law applies to foreign residents for tax purposes as follows:
•

for property held prior to 7:30pm (AEST) on 9 May 2017
o

you can only claim the CGT main residence exemption for disposals that
happen up until 30 June 2020 and only if you meet the other requirements for
the exemption
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o
•

disposals that happen from 1 July 2020 are no longer entitled to the CGT main
residence exemption unless you satisfy the life events test (mentioned above)

for property acquired at or after 7:30pm (AEST) 9 May 2017
o

the CGT main residence exemption no longer applies to disposals from that
date unless you satisfy the life events test (mentioned above).

Note: This change only applies if you are not an Australian resident for tax purposes at the time
of the disposal. Where you dispose of the main residence under a contract, the disposal time is
the time you entered into the contract. Where you do not dispose of the main residence under a
contract, the disposal time is the time of settlement.
If you weren't an Australian resident for tax purposes while living in your property, you are
unlikely to satisfy the requirements for the CGT main residence exemption.
Capital Gains Tax (CGT)
A longer-term tax planning strategy can be reviewing the ownership of your investments. Any
change of ownership needs to be carefully planned due to capital gains tax and stamp duty
implications. Please seek advice from your Accountant prior to making any changes.
Investments may be owned by a Family Trust, which has the key advantage of providing
flexibility in distributing income on an annual basis and an ability for up to $416 per year to be
distributed to children or grandchildren tax-free.
If any assets have been sold which have been held for more than 12 months, an individual will
be able to access the general 50% CGT discount on the sale.
If you have realised capital gains during the year, you should also consider selling any nonperforming investments you hold before 30 June to crystallise a capital loss and reduce or even
eliminate any potential capital gains tax liability. Unused capital losses can be carried forward
to offset future capital gains.
Foreign Resident CGT Withholding
A 12.5% foreign resident CGT withholding tax must be retained by a purchaser at settlement
from the purchase price of certain property acquired from a foreign resident which must be
remitted by the purchaser to the ATO.
However, such tax does not need to be retained from the purchase price of the property if the
vendor obtains a clearance certificate from the ATO prior to settlement or if an exemption or
variation otherwise applies.
It should be noted that the foreign resident CGT withholding obligation does not arise in relation
to a CGT asset if the market value of that asset is less than $750,000 and the CGT asset is either
taxable Australian real property or certain indirect taxable Australian real property interests.
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Capital Protected Borrowings (CPB)
As an investor, you may purchase a capital
protected product (also known as a capital
protected borrowing). This typically
involves an arrangement under which you
use a limited recourse loan to fund the
acquisition of shares, units in a unit trust
(units) or stapled securities, either directly
or indirectly.
CPBs are arrangements that protect an
investor’s ‘capital’ against the fall in
market value of a security against which
they have borrowed. Usually the capital
protection involves a higher interest rate on
the loan.
The interest incurred on loans associated with capital protected products (which did not
separately identify or attach value to the loan's capital protection component) is fully deductible.

Employee Share Schemes
The employee share scheme rules are quite complex. Employees are no longer allowed to elect
that they be taxed up front. Instead, they are either taxed up front, or taxed at a deferred taxing
point depending on how the scheme is structured. Employers are now required to provide
employees with a statement advising of values of shares issued.
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PERSONAL TAX ITEMS
To assist in the preparation of your personal
Income Tax Return, below we have
provided other relevant information for you
to consider.
Also, we ask your assistance in providing
this office with the below information
when we meet concerning the preparation
of your individual income tax return for the
year ended 30 June 2020

Income Tax Rates
There have been a number of tax rate changes that may influence your tax planning for the year
ended 30 June 2020.
The Income tax rates for 2019/2020
The 2019/2020 tax rates for individuals remain unchanged from the preceding year as are
detailed below:
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Low and Middle Income Tax Offset (LMITO)
The Low and Middle Income Tax Offset was introduced in the 2018/2019 Federal Budget and
will be available for Low and Middle Income earners effective from the 2018/2019 financial
year to the 2021/2022 financial year. The amount of the offset will depend on taxpayers’ income
level.
The LMITO rates are listed below:

The LMITO operates in addition to the Low Income Tax Offset (LITO) for the first four years
and taxpayers may be entitled to receive both offsets during this time.
Low Income Earner Tax Offset (LITO) (maximum $445.00):
The income thresholds applicable to the financial year ended 30 June 2020 are set out below:

Medicare Levy - No change in 2020 year:
The Medicare levy remains the same per the following table:

Page

| 29

Medicare Levy Surcharge (MLS) - No change in 2020 year:
The Medicare levy surcharge remains the same. The surcharge applies to those without
adequate private health insurance cover per the following table:

Note: For families, the income thresholds increase by $1,500 for each MLS dependent child
after the first
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Private Health Insurance Rebate and Medicare Levy Surcharge Rates
The income thresholds that apply for the financial year ended 30 June 2019 to 30 June 2021 are
set out below:

Private Health Insurance information will be available in the ATO pre-fill report by mid of
August. From 1 July 2019, health insurers are no longer required to send PHI statement to
taxpayer. (Source: ATO)
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HELP Debts
From 1 January 2016, taxpayers who have moved overseas for more than six months are
required to pay back their HELP debts in the same way as they would if they were residing in
Australia, with repayment obligations commencing 1 July 2017.
The HELP, SSL, ABSTUDY and TSL repayment income thresholds have decreased from
$55,874 to $51,957 for year ended 30 June 2020.
The repayment income thresholds and rates are listed below.
Repayment Income (RI)

Repayment rate

Below $45,881

Nil

$45,881 - $52,973

1.0%

$52,974 - $56,151

2.0%

$56,152 – $59,521

2.5%

$59,522 - $ 63,092

3.0%

$63,093 - $66,877

3.5%

$66,878 - $70,890

4.0%

$70,891 - $75,144

4.5%

$75,145 - $79,652

5.0%

$79,653 - $84,432

5.5%

$84,433 - $89,498

6.0%

$89,499 - $94,868

6.5%

$94,869 - $100,560

7.0%

$100,561 - $106,593

7.5%

$106,594 - $112,989

8.0%

$112,990 - $119,769

8.5%

$119,770 - $126,955

9.0%

$126,956 - $134,572

9.5%

$134,573 and above

10%
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Required Client Records / Documents to be provided
Income:
•

Salary & Allowances - PAYG Summaries from all employment and includes salary &
wages, Allowances, commissions and tips; (from 1 July 2019 PAYG summaries will be
replaced by Income Statement which will be available on taxpayers’ myGov account)

•

Eligible Termination Payment Summary (if applicable);

•

Interest Income – Interest received or credited to your private bank accounts, your 30th
June bank statement should provide you with an annual interest figure. If the account is
in joint names, please advise us of the names on the account;

•

Sale of Listed Company Shares – Buy and Sell contracts relating to the disposal of the
shares;

•

Share Dividends – Dividend Statements;

•

Employee Share Scheme (ESC) - if you participate in ESC to receive discounted
shares or rights to acquire shares, please provide us with ESC documents.

•

Managed Fund Distribution – Annual Tax Statement showing breakdown of cash and
non-cash distributions made by the Managed Fund during the Financial Year.

•

Rental Income from Investment Property – Property agent annual tax statement,
details of any expenses paid directly, bank loan statements, copy of al repair tax
invoices;

•

Sale of any property – Contact this office for a comprehensive listing of what is
required

•

Department of Human Services / Centrelink payments - PAYG Summaries;

•

Income from Income Protection Insurance policy, sickness and accident insurance
policy or worker’s compensation scheme - PAYG Summaries.

Allowable Deductions:
To be able to claim as tax deduction, you must have spent the money yourself and were not
reimbursed. In addition, it must be directly related to raising income and must have a record to
prove it. Also the expenses must not be private, domestic or capital in nature.
•

Work related car or travel expenses

•

Work related uniform or occupation specific clothing

•

Donations made to deductible gift recipients (DGRs) organisations

•

Other Work related expenses
The expenses claimed must have a direct connection to you earning your income and
includes such items as:
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1. union/membership fees
2. overtime meals if allowance received under award
3. attending formal education courses provided by professional associations
4. professional seminars, conferences or education workshops
5. reference books, journals and trade magazines
6. tools and equipment
7. protective items such as sunscreens and sunglasses
8. computers and software
9. telephone, internet and home office expenses
•

Self-education expenses
You may be eligible to claim costs for self-education expenses if there is a direct
connection between your course of study and your current job or work activities i.e.
your education will maintain or improve your skills. The first $250 may be reduced the
amount of your claim. You cannot claim your education costs if you are studying so you
can get a new job or open up a new business opportunity.
Study expenses that may be claimed include:
1. tuition and course fees (excluding HECS-HELP)
2. textbooks
3. professional and trade journals
4. stationery, for example pens and pencils
5. photocopying
6. accommodation and meal expenses if you are away from home overnight in
connection with work related study activities
7. travel expenses to and from university of TAFE
8. the decline in value of equipment used in study, such as computer

•

Income Protection Insurance Premiums

•

Interest and dividend deductions for investments

•

Cost of managing your tax affair
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The information in this Client Newsletter is strictly for the use of clients of
The Mischel & Co Group Pty Ltd,
Mischel & Co Advisory Services Pty Ltd, Mischel & Co. (Professional Services) Pty Ltd.
Any part thereof may not be reproduced for any other party or purpose.
**the information in this newsletter has been prepared by our staff as well as sourced from
various professional publications and produced for the benefit of our clients.
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