
Tax Planning 
Strategies 2017
As 30 June 2017 is fast approaching, the following 
tips can be useful in considering year-end tax 
planning strategies.
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Individuals
Resident tax rates 
From 1 July 2016, the threshold at which the 37% 
marginal tax rate applies was increased from $80,000 
to $87,000, providing a tax saving of up to $315. The 
resident individual tax rates for the 2017 income year 
are as follows (excluding Medicare Levy):

TAXABLE INCOME ($) TAX PAYABLE ($)

0 – 18,200 Nil 

18,201 – 37,000 Nil + 19% of excess 
over 18,200 

37,001 – 87,000 3,572 + 32.5% of ex-
cess over 37,000 

87,001 – 180,000 19,822 + 37% of excess 

180,001 + 54,232 + 45% of excess 

The Medicare Levy is also imposed at a rate of 2% 
once taxable income exceeds certain thresholds. 
Accordingly, the top marginal tax rate for resident 
individuals will be 49% (including Medicare levy 
and the Temporary Budget Repair Levy). The 
Government has proposed increasing the Medicare 
Levy to 2.5% of taxable income from 1 July 2019. 

Non-resident tax rates 
Commencing 1 July 2016, the threshold at which 
the 37% tax rate applies has also been increased 
from $80,000 to $87,000 for non-residents. The non-
resident individual tax rates for the 2017 income year 
are as follows (excluding Medicare Levy):

TAXABLE INCOME ($) TAX PAYABLE ($)

0 – 87,000 32.5%

87,001 – 180,000 28,275 + 37% of excess 

Net medical expenses tax offset 
The net medical expenses tax offset for the vast 
majority of expenses was phased out in 2015. From 
the start of the 2016 income year until the end of the 
2019 income year, claims are limited to net eligible 
expenses for disability aids, attendant care and 
aged care.

TAX PLANNING OPPORTUNITY
Given the expiration of the Temporary Budget 
Repair Levy, there are advantages for affected 

taxpayers to defer recognising income and 
capital gains until after 30 June 2017 and to 
accelerate deductions prior to 30 June 2017.

over 87,000 

The Temporary Budget Repair Levy, which continues 
to apply until the end of the 2017 income year, results 
in taxpayers being liable to an additional tax of 2% on 
taxable income in excess of $180,000.  

The Temporary Budget Repair Levy will also apply 
to non-residents, resulting in an increase in the 
marginal tax rate for individuals whose taxable 
income exceeds $180,000 to 47% on amounts in 
excess of $180,000. Non-residents are not liable to 
pay the Medicare Levy.

over 180,000 

over 180,000
62,685 + 45% of excess 180,001 +

over 87,000
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Superannuation 
Deductible personal super 
contributions 
If an individual is making personal super 
contributions, the contribution will only be deductible 
if the individual’s income from employment 
(including reportable fringe benefits and reportable 
employer superannuation contributions) is not more 
than 10% of their total assessable income (“the 10% 
maximum earnings condition”).  

In addition, individuals are required to notify the fund 
if they intend to claim a deduction for their personal 
contributions. If the individual is aged over 65, they 
must also satisfy the “work test” (that is, work for 
at least 40 hours over a period of not more than 30 
consecutive days) during the income year for the 
contribution to be capable of being accepted by the 
super fund.  

Beginning 1 July 2017, the 10% maximum earnings 
condition will not apply. This will allow all individuals 
aged up to 75 to claim an income tax deduction for 
personal super contributions up to the concessional 
contributions cap regardless of the amount of their 
income that comes from employment. Although the 
Government previously announced that it intended 
to abolish the work test, this will still need to be 
satisfied for those aged 65-74 in order to make a 
deductible personal super contribution. 

Super guarantee
The minimum level of employer super guarantee 
support has been 9.5% since 1 July 2014. This rate 
applies until 1 July 2021 when it increases to 10%.

Employers must make super guarantee contributions 
for their employees on a quarterly basis within 28 
days after the end of each quarter (September, 
December, March and June). 

Super guarantee and contractors 
Employers need to ensure they make super 
contributions for all eligible employees, including 
certain independent contractors. 

Under SG, an employee includes individuals who 
are employees in the ordinary sense (PAYG) and 
independent contractors engaged under a contract 
primarily for the provision of labour. Where you 
engage contractors, you should review the contracts 
to determine whether the individuals are treated as 
employees for SG purposes.

Payment summaries – salary sacrifice 
On PAYG payment summaries, employers 
are required to disclose “reportable employer 
superannuation contributions”. These are 
contributions in excess of the amount required under 
SG legislation (currently 9.5% of ordinary times 
earnings) or industrial award or law (if applicable) 
where the employee influenced the additional 
contribution (e.g. salary sacrifice). 

TAX PLANNING OPPORTUNITY
Although superannuation guarantee (“SG”) in 

respect of the June 2017 quarter does not have 
to be paid until 28 July 2017, tax deductions for 
super contributions will only be available in the 

year ended 30 June 2017 if the contributions are 
received by the super funds by 30 June 2017. 
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Contribution caps
The table below outlines contributions caps for the 2017 financial year and the treatment of contributions in 
excess of the relevant cap.

CONCESSIONAL CONTRIBUTIONS CAP NON-CONCESSIONAL CONTRIBUTIONS 
CAP

2016-17 
income year

$30,000 if aged under 49 years on 30 June 
2016 
 
$35,000 if aged 49 years or over on 30 June 
2016

The annual non-concessional contributions 
cap remains at $180,000 per year up until 30 
June 2017. Individuals aged less than 65 and 
who are using the bring forward rule (which 
normally allows up to 3 times the annual 
non-concessional contributions cap to be 
contributed in a financial year)  will be affected 
by transitional arrangements due to the 
changes applying from 1 July 2017 (discussed 
below). Should you require further information, 
please contact us.

Tax on 
amounts 
over 
the cap

Excess concessional contributions are included 
in the individual's assessable income and taxed 
at their marginal tax rate (with a non-refundable 
tax offset equal to 15% of the tax paid by the 
fund).  The individual can withdraw up to 85% 
of their excess concessional contributions to 
help pay their additional tax.   

Individuals who exceed their non-concessional 
contributions cap can apply to have these 
excess non-concessional contributions 
refunded rather than pay the excess non 
concessional contributions tax of 49%. If 
an election is made, 85% of the associated 
earnings amount of that refunded non-
concessional contribution is included in their 
income tax return and taxed at their marginal 
tax rate. A non-refundable tax offset of 15% is 
provided to recognise the earnings taxed in the 
superannuation fund.

Other 
information

The concessional contributions cap will 
be reduced to $25,000 for all individuals 
regardless of age from 1 July 2017. 

From 1 July 2017, the annual non-concessional 
cap reduces to $100,000 per year provided the 
individual’s total super balance is less than $1.6 
million as at 30 June the previous financial year. 

TAX PLANNING OPPORTUNITY
Whilst consideration of contributions to superannuation funds is an essential part of the tax planning 
process, careful consideration should be given towards the caps imposed on these contributions. In 
addition, care should be taken to ensure that contributions are made (and received by the fund) by 
30 June to ensure that they are treated as relating to the current year. Given the reduction in caps 

from 1 July 2017, consideration should be given towards making further contributions, in accordance 
with existing caps, before 1 July 2017 if concessional and/or non-concessional contribution caps for 
the 2016/17 tax year have not yet been maximised. As always, a qualified financial adviser should be 

consulted for bespoke advice with respect to contributions being made to a superannuation fund.

Superannuation 
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Introduction of a $1.6 million 
superannuation transfer balance cap
A cap of $1.6 million has been introduced on 
the total amount of accumulated superannuation 
that an individual can transfer into the retirement 
phase where earnings are tax free. The remaining 
superannuation balance will stay in the accumulation 
phase where earnings are taxed at 15% (or 10% on 
capital assets held greater than 12 months).

Members already in the retirement phase with 
balances above $1.6 million will be required to 
reduce their retirement phase balance to $1.6 million 
by 1 July 2017 either by transferring the excess back 
to accumulation phase accounts or by withdrawal.

Amounts that are in excess of the transfer balance 
cap (including earnings on these excess amounts) 
will generally be taxed in a way similar to the 
existing tax treatment that applies to excess non-
concessional contributions (refer to the table above).  

Special transitional rules apply for members with 
existing pension balances between $1.6 million 
and $1.7 million at 1 July 2017 which provide for six 
months to remove the excess capital without penalty.

Unused concessional contribution cap 
catch up
Commencing 1 July 2018, individuals will be 
able to carry forward their unused concessional 
contributions cap amounts. Catch up concessional 
contributions of these unused amounts will be able 
to be made from 1 July 2019.  

Only unused amounts accrued from 1 July 2018 
will be able to be carried forward on a 5 year rolling 
basis and access to the unused cap amounts 
will be restricted to those individuals with a total 
superannuation balance of less than $500,000 as at 
30 June of the previous financial year.

Division 293 – Additional tax for high 
income earners
The Division 293 tax was announced as part of 
the 2012 federal budget as an additional tax on 
superannuation contributions for higher income 
earners. The additional tax is levied on higher 
income earners to reduce the tax concession 
these taxpayers receive on making superannuation 
contributions. 

An individual is generally liable to pay Division 
293 tax if the sum of their income and their low tax 
contributions is greater than $300,000. Division 293 

tax is charged at 15% of an individual’s taxable 
concessional contributions above the $300,000 
threshold.

The threshold at which Division 293 tax applies will 
be reduced to $250,000 commencing 1 July 2017. 

Pension – Minimum annual payment 
amounts
• For account-based pensions, the minimum 

annual payment amounts shown above are 
unchanged from the previous income year and 
are as follows:

Age 2016-17

Under 65 4.00%

65-74 5.00%

75-79 6.00%

80-84 7.00%

85-89 9.00%

90-94 11.00%

95 and over 14.00%

• For account based pensions:

 ◦ multiply the relevant factor in the above table 
by the 1 July 2016 account balance

 ◦ if a pension commenced after 1 July 
2016 but before 1 June 2017, pro-rata the 
minimum payment by the number of days in 
the financial year that includes and follows 
that pension commencement day  

 ◦ if a pension commenced during 1 June 2017 
to 30 June 2017, no minimum pension is 
required.

• For transition to retirement (“TTR”) pensions, 
the minimum annual payment amounts also 
apply but note that there is a maximum annual 
payment limit of 10% for TTR pensions. 

Superannuation 
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Transition to retirement income 
streams
From 1 July 2017, the current tax free status 
of income from assets supporting transition to 
retirement income streams (“TRIS”) will be changed 
to a flat rate of 15% (or 10% on capital assets held 
greater than 12 months) irrespective of when the 
TRIS started.

Low income superannuation tax offset
The non-refundable low income superannuation 
contribution introduced by the Labor Government 
on 1 July 2012 will be renamed the low income 
superannuation tax offset (“LISTO”) commencing 1 
July 2017.

The non-refundable tax offset, capped at a maximum 
of $500, will be payable to the superannuation fund 
on behalf of those members with an adjusted taxable 
income of less than $37,000. For example, an individual 
whose only income was salary of $30,000 would have 
9.5% ($2,850) of that salary package contributed to their 
superannuation fund under SG legislation. A LISTO of 
$427.50 (i.e. 15% of the $2,850 super contribution) would 
subsequently be available. 

Low income spouse superannuation 
tax offset
Currently, an individual can receive a low income 
spouse superannuation tax offset for contributions 
made on behalf of a spouse of up to 18% of the 
amount of the contribution. The offset is capped 
at a maximum of $540 which equates to 18% of a 
contribution of $3,000.  

However, this offset reduces by $0.18 for each 
$1.00 that the spouse’s income, reportable fringe 
benefits and reportable employer superannuation 
contributions (“spouse’s adjusted income”) exceeds 
$10,800 meaning that the maximum offset of $540 
on a $3,000 contribution is reduced to nil once the 
spouse’s adjusted income reaches $13,800.  

Beginning 1 July 2017, the spouse’s adjusted 
income threshold for which a maximum offset of 
$0.18 for each $1.00 is available will increase from 
$10,800 to $37,000. The offset will then phase out 
at $0.18 for each $1.00 that the spouse’s adjusted 
income exceeds this threshold such that no offset 
will be available once the spouse’s adjusted income 
reaches $40,000.  

Contributing the proceeds of 
downsizing to superannuation
In the 2017/18 budget, the Treasurer announced that 
from 1 July 2018 a person aged 65 or over will be 
able to make a non-concessional contribution of up 
to $300,000 from the proceeds of selling their home 
which they have owned for a minimum of 10 years.

The making of the contribution will be exempt from 
the age test, the work test and the $1.6 million total 
superannuation balance test, but will not be exempt 
from the $1.6 million transfer balance cap.

Legislation is currently being developed for this measure.

Superannuation 



Page 7Green & Sternfeld  |  Tax Planning Strategies 2017

Small Business
Small business threshold to increase 
to $10 million
The small business entity threshold increased from 
$2 million to $10 million effective 1 July 2016.

As a result, businesses with an aggregated annual 
turnover of less than $10 million will be able to 
access a number of small business tax concessions 
from 1 July 2016, including:

• the simplified depreciation rules, which provide 
immediate tax deductibility for asset purchases 
costing less than $20,000 until 30 June 2017. 
The instant asset write off threshold will then 
revert to $1,000, however the Government has 
proposed extending the $20,000 threshold until 
30 June 2018;

• the simplified trading stock rules, which give 
businesses the option to avoid an end of year 
stocktake if the value of the stock has changed 
by less than $5,000;

• a simplified method of paying PAYG instalments 
calculated by the ATO, which removes the risk of 
under or over estimating PAYG instalments and 
the resulting penalties that may be applied in the 
case of an understatement;

• the option to account for GST on a cash basis 
and pay GST instalments as calculated by the 
ATO;

• immediate deductibility for various start-up 
costs (e.g. professional fees and government 
charges);  

• a 12-month prepayment rule; and

• the more generous FBT exemption for work-
related portable electronic devices (e.g. mobile 
phones, laptops and tablets) – the FBT car 
parking exemption for small business already 
applies to entities with “annual gross income” of 
less than $10m.

The definition of a small business entity for small 
business CGT concessions purposes, will however, 
remain at a $2 million aggregated annual turnover 
threshold.

Small business tax offset for 
unincorporated small businesses
From 1 July 2016, individual taxpayers with business 
income from an unincorporated business that has an 
aggregated annual turnover of less than $5 million 
(increased from $2 million threshold in 2015/16 
income year) continue to be eligible for a small 
business tax discount delivered as an 8% tax offset 
(from 5% in 2015/16 income year) and capped at 
$1,000 per individual for each income year. It is 
proposed that the small business tax offset discount 
be increased over 10 years to 16% but the cap of 
$1,000 will remain.

Immediate deductibility of start-up 
costs
From 1 July 2015, small businesses are entitled to an 
immediate deduction of all start-up costs (e.g. lawyer’s 
and accountant’s fees) incurred during the year. 

From 1 July 2016, as a result of the change to the 
small business entity threshold, this relief is also 
be available for entities with less than $10 million 
turnover (this is an increase from the $2 million 
turnover threshold that applied in the 2015/16 
income year).

Small business restructure rollover 
relief
From 1 July 2016, small businesses (<$10m 
turnover threshold) can use the small business 
restructure relief, which allows eligible taxpayers to 
transfer assets between related entities, including 
companies, trusts and individuals, without any 
income tax or CGT consequences.  While this 
rollover can be beneficial to a small business, care 
needs to be taken as the eligibility rules can be 
complex in some cases.
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Companies
Company tax rate to reduce to 25% by 2026-27
The 2015-16 income year saw the introduction of a separate small business company tax rate of 28.5% 
(reduced from the general company tax rate of 30% that continues to apply to most other companies).

The 2016-17 income year small business company tax rate has been further reduced to 27.5% and this now 
applies to entities with a turnover up to $10 million (up from previous $2 million threshold) under the change in 
the definition of small business entity discussed above.

Despite originally proposing to increase the annual turnover threshold to which the reduced tax rate applies 
over the next 7 years until it applied to all companies regardless of turnover and then reducing the company 
tax rate to 25% over the next 3 years, the Government was only successful in legislating the following 
progressive changes to the corporate tax rate:

INCOME 
YEAR

AGGREGATED ANNUAL 
TURNOVER THRESHOLD

COMPANY TAX RATE FOR 
ENTITIES UNDER THE 

AGGREGATED ANNUAL 
TURNOVER THRESHOLD

COMPANY TAX RATE 
FOR ENTITIES OVER THE 
AGGREGATED ANNUAL 

TURNOVER THRESHOLD

2015-16 $2 million 28.5% 30.0%

2016-17 $10 million 27.5% 30.0%

2017-18 $25 million 27.5% 30.0%

2018-19 to 
2023-24 $50 million 27.5% 30.0%

2024-25 $50 million 27.0% 30.0%

2025-26 $50 million 26.0% 30.0%

2026-27 $50 million 25.0% 30.0%

Dividend franking
The franking credit rate for companies with less than $10m turnover will also reduce to 27.5% for the year 
ending 30 June 2017. Therefore, dividends paid by these companies after 30 June 2016 have a maximum 
franking percentage of 27.5%. If the company has made a franked distribution and issued a dividend

TAX PLANNING OPPORTUNITY
Strategies of deferring the derivation of income to the 2018 income year would be particularly 

useful for small businesses operating through companies that are near the $10 million threshold so 
as to obtain the benefit of the small business company tax rate.



Page 9Green & Sternfeld  |  Tax Planning Strategies 2017

statement after 30 June 2016 using the 30% franking 
rate, the dividend will be over-franked and result in 
loss of franking credits.

Higher top-up tax
Shareholders in companies that pay 27.5% franked 
dividends will have to pay higher top-up tax because 
the franking offset they receive will be lower than if the 
dividend was franked at 30%.  Generally, this means 
the company tax cut is clawed back by the government 
when dividends are paid to resident shareholders.

For example, a company has $100 profit, pays 30% 
tax, and pays the $70 balance as a franked dividend 
to the shareholder.  If the shareholder’s marginal 
tax rate is 47%, they will pay tax on the $70 franked 
dividend of $17 (after franking offset), leaving the 
shareholder with $53 after tax. 

By contrast, if the company pays tax at the rate of 
27.5% on the $100 of income, it can pay a $72.50 
franked divided, in which case the shareholder pays 
$19.50 on the $72.50 franked dividend, leaving the 
shareholder with the same $53 after tax. 

Small business accelerated 
depreciation
Small businesses with an aggregated annual 
turnover of less than $10 million can continue 
deducting in full assets costing less than $20,000. 
This applies until 30 June 2017 but the Government 
has proposed extending this for another year.

Assets that cost $20,000 or more can continue to be 
placed in the small business simplified depreciation pool.

Director penalties 
Company directors should review their companies’ 
reporting mechanisms to ensure they are adequately 
informed of their companies’ financial position. 
Changes to the director penalty provisions may 
leave directors personally liable where their 

company fails to make PAYG Withholding and SG 
payments by the respective due dates. 

Defences against director liabilities include 
situations where the director has been ill, has taken 
all reasonable steps to ensure the outstanding 
liabilities have been paid, or in limited circumstances 
the director has been appointed to the company in 
the last 30 days.

In addition, the legislation reduces the amount 
of time that liabilities can remain outstanding 
before action is taken against directors. In many 
circumstances, this reduces the options available, 
including reducing the time that the directors must 
place the company under administration. 

Loans from private companies - 
Division 7A 
Private company directors are reminded to ensure 
they comply with Division 7A to avoid deemed 
dividends arising where they provide loans or 
other financial assistance to shareholders and/or 
associates or allow them to use company property. 
Consequently: 

• Ensure you have complying loan agreements in 
place for all loans; and 

• Ensure minimum yearly repayment amounts are paid. 

These rules apply to shareholders and associates, 
which includes relatives of shareholders, trusts, 
companies and partnerships the shareholders or 
their associates are connected with. 

The private use of company owned assets for less 
than market value consideration can also be a 
deemed dividend under Division 7A. 

Care should be taken to ensure that all Division 
7A loans made in the 30 June 2017 tax year are 
either repaid or put under a complying Division 7A 
loan agreement by the earlier of the due date for 
lodgement of the company’s 2017 tax return and the 
actual date of lodgement. 

Companies

TAX PLANNING OPPORTUNITY
If the company has issued a franked dividend 

statement with a 30% franking rate, the Tax 
Office will allow these companies to correct 
the franking rate to 27.5% by notifying the 
shareholders of the error (see Draft PCG 

2017/D7) to avoid the loss of franking credits. 
Alternatively, ask the Tax Office for discretion to 
reissue the dividend statement with the correct 

franking percentage.

TAX PLANNING OPPORTUNITY
To ensure all future Division 7A loans are 
covered by a qualifying loan agreement, 

consider entering into a Division 7A complying 
facility loan agreement that will be able to 

cover all future loans to shareholders or their 
associates. If such a facility loan agreement is 
already in place, review it regularly to ensure 

it complies with current law and covers all 
relevant shareholders and associates.
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Trusts
Unpaid trust distributions 
Distributions made by trusts to private companies 
which remain unpaid by the lodgement day of the 
main trust’s tax return may be deemed to be a loan 
made by the company to the trust and become 
subject to Division 7A. 

To avoid the unpaid distributions being treated as a 
deemed dividend under Division 7A, the trustee has 
three options. For unpaid distributions that arose in 
the 30 June 2017 income year, the three options are: 

a) Put the amount on sub-trust for exclusive benefit 
of the company by the earlier of the lodgement 
date or due date for lodgement of the trust’s 
2017 tax return (usually 15 May 2018 but this 
may be earlier); 

b) Convert the amount to a Division 7A complying loan 
by the earlier of the lodgement date or the due date 
for lodgement of the company’s 2018 tax return 
(usually 15 May 2019 but this may be earlier); or 

c) Pay the amount to the company by the earlier of 
the lodgement date or due date for lodgement 
of the company’s 2018 tax return. 

In addition, where there are unpaid distributions to 
companies, and cash has been provided (through 
loans or payments) by the trust to shareholders of 
the private company (or their associates), these may 
also be subject to Division 7A. 

Trust distributions and resolutions 
Most trust deeds for discretionary trusts require 
trustees to make their distribution determination for 
the year ended 30 June on or before 30 June. It is 
essential that trustees make these determinations 
prior to 30 June or other date as required in the trust 
deed (notwithstanding the requirements of the trust 
streaming rules discussed below). 

The Tax Office has stated that they expect there to 
be evidence of the trustees making determinations 
in accordance with their trust deeds by the date as 
stated in the trust deed.

We suggest that written evidence of the 2016/17 
trustee determination of income of the trust 
(preferably in the form of a trustee resolution) be 
prepared by 30 June 2017 (or whatever earlier date 
is required by the trust deed). 

Trust streaming 
Under the trust streaming provisions, trustees are 
able to stream franked dividends and capital gains 
to specific beneficiaries by making them specifically 
entitled to these amounts, rather than distributing 
these amounts as part of the general distribution to 
beneficiaries. 

The trust deed must allow these amounts to 
be streamed and the trust accounts must also 
separately account for the streaming of the capital 
gains and franked dividends to the specific 
beneficiaries. The trustee(s)’ distribution resolution in 
favour of the specifically entitled beneficiary would 
generally be sufficient for this purpose. 

Where beneficiaries are streamed franked dividends 
for 30 June 2017 year, this must be recorded by 
30 June 2017. Where beneficiaries are streamed 
capital gains, this must be recorded by 31 August 
2017 if they are part of the trust capital/corpus. 
Where capital gains are included in the ‘income of 
the trust’ ( income under trust law as modified by the 
trust deed), the trust deed will usually require the 
trustee(s)’ distribution determination to be made by 
30 June 2017, or earlier. 

Where the definition of income in the trust deed 
includes capital gains and franked dividends, the 
determination to stream these amounts must be 
done prior to making the determination to distribute 
the balance of the trust income. For example, where 
the distribution of streamed franked dividends and/
or capital gains is in the same resolution as the 
distribution of the balance of the income of the trust, 
make sure the distribution of the streamed franked 
dividends and capital gains is mentioned before the 
distribution of the other income of the trust. 
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Miscellaneous
Rental properties
In the 2017/18 budget, the Government announced 
that from 1 July 2017 deductions for travel expenses 
related to inspecting, maintaining or collecting rent 
for a residential rental property will be disallowed. 
Costs of engaging third parties for property 
management services will, however, continue to be 
deductible.

The Government also plans to limit plant and 
equipment depreciation deductions to outlays 
actually incurred by investors in residential real 
estate properties. This means that owners of a 
property will not be able to claim deductions for 
plant and equipment purchased by a previous 
owner of the property. The acquisition of these items 
will be reflected in the cost base of the property for 
CGT purposes.

Legislation is currently being developed for this 
measure.

CGT changes for foreign investors
In the 2017/18 budget, it was also  announced that 
foreign and temporary tax residents will not be able 
to access the CGT main residence exemption from 
7:30 pm (AEST) on 9 May 2017 (existing properties 
held prior to this date will still be eligible for the 
exemption until 30 June 2019). 

In relation to the foreign resident capital gains 
withholding (FRCGW) rules, it is proposed that from 
1 July 2017:

• the rate of withholding will be increased from 10 
per cent to 12.5 per cent; and

• the CGT withholding threshold will be reduced 
from $2 million to $750,000.

First Home Super Saver Scheme
In the 2017/18 budget, the Treasurer announced 
that, from 1 July 2017, individuals will be able to 
make voluntary contributions of up to $15,000 per 
year – and $30,000 in total — to their superannuation 
account to purchase a first home.

Concessional contributions and associated 
deemed earnings will be taxed at 15 per cent. Non-
concessional contributions will not be taxed, nor will 
withdrawals of non-concessional amounts.

These voluntary contributions, along with associated 
deemed earnings, will be able to be withdrawn for a 
first home deposit from 1 July 2018.

Withdrawals of concessional contributions and 
earnings will be taxed at the individual’s marginal 
rate less a 30 per cent offset.

National innovation and science 
agenda
The government has proposed a suite of tax and 
business measures under their National Innovation 
and Science Agenda. The following measure has 
already been legislated:

• tax incentives for early stage investors:

 ◦ a 20 per cent non-refundable tax offset 
for sophisticated investors in certain start-
ups capped at $200,000 per investor per 
year (a lower non-refundable tax offset 
cap of $10,000 and maximum investment 
of $50,000 applies to non-sophisticated 
investors);

 ◦ a CGT exemption for investments held at for 
least 1 year but no more than 10 years in 
qualifying early stage innovation companies.

Other measures that are yet to be legislated include:

• introducing a more flexible ‘predominantly similar 
business test’ for company loss recoupment; 

• allowing the depreciation of some intangible 
assets (i.e. patents) to be calculated over their 
economic life as occurs for other assets;

TAX PLANNING OPPORTUNITY
If you were planning a trip to inspect your 
residential rental property or purchasing a 

rental property with existing depreciable items, 
consider doing so before 30 June 2017 to 

obtain a tax deduction that may not be available 
after 30 June 2017.
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Stamp duty and land tax issues for 
foreign buyers of residential property 
and absentee landlords
The Victorian state government has increased the 
land transfer duty surcharge payable by foreign 
purchasers of residential property from 3% to 7% 
for contracts entered into after 1 July 2016. The 
duty is payable on the greater of the purchase price 
or market value of the property. This means the 
highest marginal rate of land transfer duty for foreign 
purchasers of residential property will be 12.5%.

The land tax surcharge on absentee owners also 
increased from 0.5% to 1.5% from 1 January 2017. 
This means the highest marginal rate of land tax for 
absentee landowners will be 3.75% on land holdings 
above $3,000,000. 

Further, at a federal level, the treasurer announced 
in the 2017/18 budget that the Government will 
introduce an annual charge — equivalent to the 
foreign investment application fee — on foreign 
owners of residential property that is not occupied 
or available for rent for at least six months in each 
year. It is proposed to apply to foreign persons who 
make a foreign investment application for residential 
property from 7.30 pm on 9 May 2017.

US citizens to declare worldwide 
income and lodge US tax returns 
We have continued to see an increase in audit 
activity by the IRS in relation to US citizens residing 
outside of the US and not declaring their worldwide 
income in their US tax return. 

The US is one of a handful of countries that 
vigorously pursue taxes worldwide. A US citizen or 
holder of a green card residing outside of the US is 
subject to US income tax, regardless of living outside 
of the US. Such taxpayers are expected to follow the 
same rules for filing US income, estate, and gift tax 
returns as if they resided in the United States. 

We can provide assistance in dealing with US tax 
exposure and utilising some of the IRS’ amnesty 
programs to ensure compliance.

Miscellaneous
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Ongoing Year End Issues
Small business entities 
• Is taxpayer eligible to be a small business 

entity (that is, an entity with an aggregated 
annual turnover less than the current $10 million 
threshold) 

• Benefits of being a small business entity include: 

 ◦ Potential access to the small business CGT 
concessions (note that a $2 million threshold 
continues to apply for these purposes)

 ◦ Simplified depreciation rules

 ◦ Instant asset write-off of $20 million 
threshold until June 30, 2017 (note that the 
Government has proposed extending the 
$20,000 threshold until 30 June 2018)

 ◦ Simplified trading stock regime 

 ◦ 100% deduction for certain prepaid expenses 

 ◦ Generally, a two year amendment period. 

Timing of income derivation 
• Consider whether the amount is income or capital 

• What is the appropriate method of income 
recognition: cash or accruals 

• Consider specific rules to determine when 
income is derived 

• Consider deferring income until after 30 June 2017  

• Alternatively if you are in a tax loss position, 
consider whether you accelerate income receipt 
prior to 30 June to recoup losses that may not be 
available in future years. 

Income received in advance 
• Income received in advance may not be derived 

(and taxed) until the services are provided 

• Income received in advance is generally 
credited to an unearned income account 

• Income received in advance must be released to 
profit when services are provided, or if services 
are not provided, when it is determined the 
services will not be provided and no refund is 
claimed by a customer

Timing of expenses 
• Expenses are generally deductible in the 2017 

income year if incurred by 30 June 2017. This 
requires a presently existing liability. 

• Provisions are generally not deductible 

• Some accruals are not deductible 

• There are specific rules that determine when 
some deductions are incurred (in particular, see 
prepayment rules below) 

• Interest paid after a business ceases may be 
deductible. 

Repairs 
Incur repairs on or before 30 June 2017 to obtain the 
deduction in the 2016/2017 income year, but they 
must not be: 

• Initial repairs; 

• Substantial replacement of an asset; or 

• An improvement to the asset. 

Gifts 
• Donations to an endorsed deductible gift 

recipient (“DGR”) may be deductible if made 
prior to 30 June 2017 

• Donations are not deductible if a benefit is 
received by the donor, unless the contribution 
was made in respect of an eligible fundraising 
event for a DGR and the:

 ◦ Contribution was more than $150; and

 ◦ GST inclusive value of benefits received did 
not exceed the lesser of 20% of contribution 
and $150.  
 
The deduction will be reduced by the value 
of any benefits received at the event 

• An election may be made to spread the tax 
deduction for a gift of money of $2 or more over a 
period of up to five income years.  The election must:

 ◦ be made before lodging the income tax return 
for the year in which the gift was made;
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 ◦ start in the year in which the gift was made 
and continue for up to four of the years 
immediately following;

 ◦ contain the percentage to be claimed in each 
year. The percentage for each year does not 
need to be the same, but the total percentage 
over the years cannot exceed 100%.

Bad debts 
• Review bad debts before 30 June 2017

• Physically write-off bad debts before year end 

• Bad debts may not be deductible if there has 
been a change in ownership or control of a 
company or trust (unless company passes the 
same business test). 

Trading stock 
• Consider an appropriate valuation method - 

you can choose cost, market selling value or 
replacement price 

• Identify any obsolete stock – special valuation rule 

• Scrap unwanted stock by 30 June 2017

• If taxpayer is a small business entity, stock 
valuation is not required if the difference 
between opening and estimated closing value of 
trading stock for the year is $5,000 or less. 

Non-commercial losses 
• Losses from businesses carried on by 

individuals (or partnerships which have 
individuals as partners) are quarantined and 
deductible only against income from that 
business, or a related business unless the tests 
below are met 

• For individuals with adjusted taxable income less 
than $250,000, at least one of these tests must 
be met: 

 ◦ Assessable income from the business of 
$20,000 or more; 

 ◦ Profit from the business in three out of the 
five previous years, including the current 
year; 

 ◦ Real property of $500,000 or more, or other 
assets of $100,000 or more used in the 
business; or 

 ◦ The Commissioner exercises his discretion. 

• Individuals in primary production or professional 
arts businesses do not need to meet any of the 
above tests to claim their non-commercial loss 
if their income from other sources is less than 
$40,000.

• For individuals with adjusted taxable income 
in excess of $250,000, the only test they can 
access is the Commissioner’s discretion (they 
will have losses quarantined unless they can 
satisfy the Commissioner the loss was the 
result of unusual circumstances beyond the 
taxpayer’s control, or because of the nature of 
the business).

Home office expenses 
• Home office expenses may be deductible where 

you carry on business or employment activities 
at home 

• Portion of interest, rent and insurance are 
not deductible unless you are carrying on 
business from home and the area is separate 
and distinguished from private living areas. The 
impact on the main residence exemption for 
CGT purposes should also be considered

• If carrying on business from home, deductibility 
of interest, rent etc. may be determined by the 
space occupied by the home office, as well as 
extent the space is used for income producing 
purposes 

• Converting the spare room is not sufficient to be 
classified as a home office 

• Power, heating and depreciation can be claimed 
at a flat rate established by the Tax Office even if 
the room is not exclusively set aside for a home 
office 

• If an office is provided by the employer, working 
from home as a convenient place to do part 
of the work will not be sufficient to claim home 
office expenses. 

Car expenses 
• If claiming actual expenses, check the log book 

is current and that log book details are correct 

• Ensure year end odometer readings are taken 

• Ensure all relevant receipts have been kept. 
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Prepayments 
• If expenses are not subject to the prepayment 

rules, consider prepaying deductible 
expenditure by 30 June 2017 (subject to 
comments above regarding the Temporary 
Budget Repair Levy) 

• The prepayment rules spread a pro-rated 
deduction over more than one year, where the 
expenditure provides benefits after the end of 
the current income year 

• The prepayment rules do not apply to excluded 
expenditure, which includes: 

 ◦ Salary; 

 ◦ Amounts required to be paid by law or a 
court; and 

 ◦ Expenditure under $1,000. 

• Deductions for prepayments of managed 
investments are spread over the service period if 
all of the following apply: 

 ◦ Expenses of investment exceed the income 
of the investment for that year; 

 ◦ The taxpayer does not have day-to-day 
control over investment; 

 ◦ There is more than one investor in same 
capacity or manager manages similar 
arrangements. 

Audit fees 
Audit accruals are not deductible unless the audit 
contract creates a presently existing liability before 
30 June 2017. 

Superannuation 
Some of the following super fund issues require 
advice from a qualified financial adviser: 

• Ensure the minimum pension payments have 
been made for those in pension phase 

• Before making any contributions prior to year-end, 
ensure you are aware of your contribution caps 

• Make sure you take into account contributions 
already made and ensure contributions made 
for the year do not exceed the concessional and 
non-concessional contribution limits 

• Review salary sacrifice arrangements, especially 
if you have more than one employer, to ensure you 
do not breach your concessional cap in total. 

• Ensure that contributions made near the end of 
the year are actually received by the fund by 30 
June to ensure deductibility.

Director and employee entitlements 
• Conduct shareholders’ meetings before 30 June 

2017 to approve directors’ fees and bonuses to 
receive deductions for the 2016/17 year 

• Ensure arrangements for employee bonuses 
based on 2016/2017 results are in place before 
30 June 2017 to receive the deduction for the 
2016/17 income year 

• Ensure 2017/18 employee salary packages 
that include fringe benefits and/or additional 
employer super contributions are in place before 
30 June 2017. 

Losses 
• Check to ensure companies and trusts seeking 

to claim a deduction for current year or prior year 
losses satisfy the company loss and trust loss 
rules by 30 June. 

Debt forgiveness 
• Where a debt is released prior to 30 June, 

ensure there are no adverse consequences 
from the application of the commercial debt 
forgiveness rules 

• These rules operate where a debt is released 
and interest on the debt is deductible, or if the 
debt is interest free, interest would have been 
deductible if interest was charged 

• The beneficiary of the release may forfeit tax 
losses, future deductible amounts and CGT cost 
bases 

• In certain circumstances, there may be 
advantages in deferring the forgiveness until the 
following tax year. Where you are considering 
releasing debts, you should consider the optimal 
timing of the release.

Sale of investments – CGT issues 
• Where CGT assets will be realised for a gain, 

consider delaying sale until after 30 June unless 
you have losses that may be lost because of the 
company or trust loss rules 

• Caution is required if you crystallise capital 
losses to offset against capital gains just before 
30 June 2017 as this may result in the loss being 
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denied if the taxpayer does not lose effective 
control of the loss assets or they are replaced 
with substantially identical assets (wash sales) 

• Timing of disposal under a contract for CGT 
purposes is generally the date of making the contract 

• If assets held for less than 12 months and held 
by individuals, trusts or super funds, consider 
delaying sale until 12 months has passed to take 
advantage of CGT discount if eligible 

• Recoup capital losses against non-discountable and 
indexed capital gains before discountable gains. 

Depreciation 
• Scrap all obsolete items by 30 June 2017 

• Consider reassessing the effective life if the 
asset has excessive use 

• Balancing adjustment on disposal – excess 
assessable or deficit deductible (different 
rules apply if the small business simplified 
depreciation pool is utilised)

• Consider delaying disposal of items for a profit 
until after 30 June and bringing forward disposal 
of items for a loss to before 1 July 

• Cars acquired after 1 July 2002 have an eight 
year effective life 

• Plant costing less than $1,000 – option to 
allocate assets to a low value pool:

 ◦ Depreciated at diminishing rate value of 37.5%; 

 ◦ First year rate 18.75% diminishing value; and 

 ◦ New assets costing less than $1,000 must go 
into low value pool. 

Depreciation for computer software 
• If you cannot or have chosen not to use the 

simplified depreciation rules, you can depreciate 
the value of software using the prime cost 
method. The depreciation of the in-house 
software depends on when you started to hold it:

 ◦ five year effective life if you started to hold it 
on or after 1 July 2015

 ◦ four year effective life if you started to hold it 
between 7.30pm AEST on 13 May 2008 and 
30 June 2015.

Immediate deduction – non-business 
assets 
• Immediate deduction for items less than $300 

(non-business taxpayers) for: 

 ◦ Income producing assets used 
predominantly for non-business, e.g. tools of 
trade or briefcase, or small items of furniture 
in rental property; 

 ◦ Not part of set of assets costing more than 
$300; and 

 ◦ Not substantially identical to other assets 
which in total cost more than $300. 

Personal Services Income (“PSI”) 
• If you or an entity you work for (personal services 

entity) receive income for the reward for personal 
efforts or skills (e.g. consultants), the PSI rules 
may limit the deductions you or the personal 
services entity (“PSE”) claim, and you may be 
taxed on the PSI received by the PSE 

• The rules do not apply to a personal services 
business (“PSB”) if you or the PSE: 

 ◦ Pass the results test (engaged to produce a 
result); or 

 ◦ Do not receive more than 80% or more of PSI 
from one source and pass one of the PSB tests; 

 ▪ Unrelated clients test; 

 ▪ Employment test; or 

 ▪ Business premises test. 

• Where more than 80% of the PSI is derived from 
a single client and you do not pass the results 
test, you may apply for Tax Office discretion to 
be classified as a PSB. 

Ceasing business or assets sold 
• Consider paying a redundancy or long service 

leave to employees - must be arm’s length if 
paid to associate 

• Defer retirement payment beyond 30 June if 
employee will be on a lower marginal rate in the 
following year 

• Consider whether small business concessions, 
rollovers, or super contributions will still be 
available 
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• Consider whether expenses incurred after a 
business ceases will still be deductible.

Imputation 
• For companies paying less than 100% franked 

dividends, the benchmark franking percentage 
rules apply 

• The franking percentage chosen for the first 
frankable dividend paid in a franking period 
establishes the benchmark percentage 

• The franking period is usually the income year 
for private companies and six months for public 
companies 

• All frankable dividends paid during the franking 
period must be franked in accordance with the 
benchmark percentage 

• Companies should determine whether a franking 
account is in deficit and whether they are liable for 
Franking Deficit Tax (payable 31 July for 30 June 
year-end), and the reduction of the franking offset 

• Where the franking deficit exceeds 10% of the 
franking credits for the company in the year, the 
company’s entitlement to a tax offset for FDT is 
reduced by 30% 

• If shares were acquired after 1 July 1997 and 
are not held at risk for at least 45 full days, the 
franking offset may not be available (except for 
individuals whose franking offset is less than 
$5,000).

• As noted above, the changes to the small 
business company income tax rate impact the 
imputation rules. Specifically, the maximum 
franking amount (amount of franking credits that 
can be attached to a fully franked dividend) will 
be either 30% or the reduced 27.5%.

Fringe benefits tax 
• As a result of the increase in the Medicare 

Levy on 1 July 2014 from 1.5 to 2.0%, and the 
2.0% Temporary Budget Repair Levy, the fringe 
benefits tax rate also increased to 49% from 1 
April 2015 until 31 March 2017. 

In addition, salary sacrificed in-house fringe benefits 
will not qualify for the $1,000 FBT exemption from 1 
April 2014.

Let’s Talk
We hope that the issues raised above assist you in your tax planning preparation for this 30 
June. Should you have any further queries or wish to organise a meeting to work through any 
outstanding tax planning issues, please feel free to contact us at any time.

Robert Lebovits
robert@gsca.com.au
+ 61 3 9527 5041

Leon Vilshansky
leon@gsca.com.au
+ 61 3 9527 5041

Eli Lebovits
eli@gsca.com.au
+ 61 3 9527 5041
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