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Focus on small business

What the ATO is seeing in the small business market

On 2 November 2018, the Deputy Commissioner of Small Business, Deborah Jenkins,
delivered a keynote address at a conference run by a national accounting body outlining the
main tax issues the ATO is seeing in small businesses. These are:

A claiming private expenses through the business;

A how to attribute business and private use to an asset;

A how tax applies to different tax structures used for small business that may be complex and
varied;

A not always including all taxable income.
Other easily avoidable errors were also identified.

Other areas of focus include:
A cracking down on the @lack Economyd
A assisting small businesses to manage their cash flow and tax debt; and
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A Single Touch Payroll (STP).

Hereisalinkifyou woul d | i ke to read the Deputy Commi ss

https://www.ato.gov.au/Media-centre/Speeches/Other/What-the-ATO-is-seeing-in-the-small-
business-market/

To do!
Always seek advice from your tax agent or tax adviser to ensure you are getting all your tax
obligations right.

Motor vehicle expenses - how to get them right

The ATO has published a new factsheet on motor vehicle expenses to help small businesses
get this right.

The small business motor vehicle expenses fact sheet will help you answer common questions
about:

A types of motor vehicle expenses you can claim;

methods you can use to calculate your claim;

private use of a business car;

whether your vehicle is considered to be a car, and how this affects your claim; and

> > > >

records you need to keep.

If you use motor vehicles in your business, this fact sheet is for you. You can find the factsheet
at ATO Small Business Newsroom i Confused by motor vehicle expenses?
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Disqualifying directors of phoenix companies

In November 2018, the Australian Small Business and Family Enterprise Ombudsman, Kate

Carnell, supported the proposal made by the Shadow Assistant Treasurer, Andrew Leigh, to

all ow the Commissioner of Taxation t oeeatherl y t o
tax obligations disqualified in egregious cases.

The ALP would also put in place 6name and shamed¢

Directors involved in phoenix activity deliberately shut down companies to avoid their
obligations to small businesses, employees and the Government (including the ATO).

I n response, Ms Carnel | stated: AThis i s anot her
problem of company phoeni xing, which destroys sn
To read more of Ms @arnell 6s response, go

https://www.asbfeo.gov.au/news/news -articles/name -and-shame -proposal -has-merit -
ombudsman
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Supporting Indigenous small business

The ATO is committed to supporting small businesses run by Indigenous Australians.

They have dedicated staff on the Indigenous Helpline who specialise in helping Aboriginal and
Torres Strait Islander people understand their tax and superannuation obligations in their small
business.

The Helpline number is 13 10 30 (8.00am to 6.00pm, Monday to Friday, except public
holidays).

Tip!

If you are starting a small business, your tax adviser will be able to assist you with working out
the best structure for your business, understanding your tax and superannuation obligations
and meeting those obligations on time.
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Dondét &boutthedmall business income tax offset

If you run your business as a sole trader or receive a share of small business income from a
trust or partnership, dondédt forget you may be
claiming the small business income tax offset.

The offset is worked out based on the proportion of income tax payable on your business
income.

Your business aggregated turnover must be less than the relevant threshold i see the
following table:

Income Year (S) Aggregated turnover % Rate of Maximum offset
threshold offset amount

2016 $2,000,000 5% $1,000

2017 - 2020 $5,000,000 8% $1,000

2021 $5,000,000 13% $1,000

2022 $5,000,000 16% $1,000
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Note!

You cannot claim the small business income tax offset if you run your business through a
company. Talk to your tax agent about what other small business tax concessions you may
be eligible for.

Instant asset write-off for small businesses extended and
increased

Small businesses will get an extra tax break following the recent announcement by the
Government that the instant asset write-off scheme will be extended to 30 June 2020 for
assets purchased under $25,000 in value.

Small businesses will be able to immediately deduct assets costing less than $25,000 instead
of claiming deductions over several years. The new increased threshold of $25,000 applies
from 29 January 2019 (instead of $20,000). There is no limit on how many assets can be
claimed.

Tip!

A helpful tip from the Australian Small Business and Family Enterprise Ombudsman, Kate
Carnell: A ®all and family businesses need to remember that this is a tax deduction, not a
rebate. So,you need to have sufficient profit to

Wr it e
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Taxable payments reporting system expanding

The Taxable payments reporting system (TPRS) is slowly being expanded to cover more and
more industries. It first started with the building and construction industry and from 1 July 2018
also includes contractors that provide courier and cleaning services. Businesses that make
payments to contractors in these industries will need to lodge their first annual report by 28
August 2019.

The ATO has issued some guidance (LCR 2018/8) on how these rules will apply. Your tax
agent or tax adviser will, of course, be able to assist you to meet your reporting obligations.

In late November 2018, legislation was passed to further expand the TPRS to contractor
payments in the following industries:

A security providers and investigation services;
A road freight transport; and
A computer system design and related services.

Businesses will be required to lodge their first annual report for payments in these industries
by 28 August 2020.

The ATO has issued some digital resources, fact sheets and webinar recordings to assist
taxpayers to understand their reporting obligations. However, your primary resource for
assistance is your tax agent or adviser.
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Digital economy

The digital economy and #ystamt rali ads co

The Government is working with other countries, through the G20 and the OECD, to develop
sustainable, multilateral responses to address the challenges to our tax system arising from
digitalisation. A discussion paper was issued by Treasury for comment by 30 November 2018
to explore options to move towards a fairer and more sustainable tax system for the digitalised
economy.

E-commerce and digital economy outcomes for the Tax Avoidance Taskforce

The rapidly evolving nature of the e-commerce and digital economy industry has significantly
transformed the way multinational enterprises conduct their operations. This has resulted in
complex arrangements being used as well as new, emerging business models. Consequently,
highly complex and often unique business and financial structures are used by these
enterprises, usually aiming to minimise tax obligations.

As a result of the proliferation of these artificial structures aimed at tax minimisation, this
industry was chosen by the ATOasaf ocus area in the ATOOs
even playing field for all taxpayers.

As part of the work undertaken by the Tax Avoidance Taskforce, the ATO has done substantial
compliance work focusing on the e-commerce and digital economy industry.

Multinational enterprises operating in this industry have significantly increased the profits
decl ared and the tax they pay in Austral:i
starting to level out.

rpor at
ongoin
a as r
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Single Touch Payroll

Smaller employers 1 when to use Single Touch Payroll

If you are an employer with 19 or less employees, you should consider switching to reporting
through Single Touch Payroll (STP).

Though you are not yet required to report through STP, you will be from 1 July 2019. If you
use online or cloud-based payroll software, you may be able to start reporting now.

You will need to report payments such as salary and wages, Pay As You Go (PAYG)
withholding and super information when you pay your employees.

Low -cost Single Touch Payroll solutions for micro businesses

A range of simple, low-cost Single Touch Payroll solutions are expected to be available in the
market from early 2019. These solutions will best suit micro employers (with one to four
employees) who need to report through STP, but do not currently have payroll software.

There is a on the ATO website that intend to develop solutions for micro businesses.
https://www.ato.gov.au/Business/Single-Touch-Payroll/In-detail/Low-cost-Single-Touch-
Payroll-solutions/

Tip! Your tax agent will be able to assist you in meeting your STP obligations. This may save
you the expense of obtaining your own STP software. Talk to your tax agent before 1 July
2019 to help you decide what to do about meeting your upcoming STP obligations.
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GST and small business

GST and property transactions
When will you get credits?

To ensure you can receive GST input tax credits on time, as part of the property settlement
process, you should ensure that the supplier details you provide to the purchaser in your
notification are correct. If you get the details right at the time of settlement, this will help avoid
delays in the processing of your credits by the ATO.

Providing details to the ATO that are not quite correct can delay you accessing your credits
and may require the ATO to validate your details.

To ensure timely processing, the ATO has detailed the following 6 steps to follow:

Step 1: provide correct Supplier details to the purchaser

Step 2: purchaser to enter Supplier details into Form 1 GST Property Settlement
Withholding notification

Step 3: purchaser to pay the withholding amount and lodge Form 2 GST Property
Settlement Date confirmation

Step 4: ATO to allocate a credit to the Supplier GST property credits account if this
matches the details provided in Form 1

Step 5: Supplier to lodge a BAS declaring the property transaction
Step 6: ATO to process BAS and transfer credits to Supplier Activity Statement account.




