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What the ATO is doing to
support small businesses

On 17 October 2019, Second
Commissioner, Andrew Mills, addressed
the Tax Institute’s 2019 Tasmanian State
Convention outlining what the ATO is doing
to help support small businesses manage
their competing demands. Some initiatives
include:

e a new program of work at the ATO
called ‘Better as usual’ — an ATO-wide
initiative to continually provide a better
level of service

e improvements to the ATO’s dispute
resolution process, including the small
business independent review pilot

o the Dispute Assist program, specifically
designed to support taxpayers going
through exceptional circumstances, for
example sudden illness or family
breakdown.

3 attributes in a successful small
business

The ATO sees 3 key attributes in
successful businesses:

1. Effective cash flow management
2. Digital readiness
3. Having a professional adviser.

As a regulator, the ATO helps businesses
maintain those behaviours. =

Have you missed the STP
start date?

Small employers had until 30 September to
start reporting through Single Touch
Payroll (STP). There are 3 options if you
missed the deadline:

1. Start reporting

If you already use accounting or payroll
software, check whether it offers STP
reporting. If it does, enable the STP
function and start reporting straight
away. If you need new software or an
upgrade, the ATO has a list of providers
that offer STP reporting products.

2. Apply for areporting
concession if one exists

Micro-employers (1-4 employees) who
need more time to move to STP
reporting can ask their registered tax or
BAS agent to report on their behalf on
a quarterly basis. This can continue
until 30 June 2021.

3. Ask for more time by applying
for a deferral or exemption

For employers with 19 or less
employees, you or your registered
agent can ask the ATO for a deferral by
logging into the ATO Business Portal or
phoning the ATO.
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For employers with 20 or more
employees, your software provider may
have applied to the ATO for a later start
date for STP reporting. This deferral
would cover you as an existing client.

The option you choose will depend on your
circumstances but it's important to start
reporting or get in touch with the ATO as
soon as possible. =

Get your PAYG withholding
obligations right

All businesses, including not-for-profits, are
now required to meet their PAYG
withholding obligations before they can
claim deductions for payments to workers
— for example, salary, wages, bonuses,
directors’ fees and payments under a
labour hire agreement.

Payments to contractors where the
contractor does not provide their ABN are
also covered by these new rules.

Note! These new rules took effect from 1
July 2019 and apply to income tax returns
lodged for the 2020 income year onwards.

What you must do to claim a
deduction

In order to claim a deduction, you need to:

e withhold the required amount (if
applicable) before you pay your worker
e report that amount to the ATO.

If you make a mistake and withhold or
report an incorrect amount, you won't lose
your deduction. You will need to correct

your mistake as soon as possible to
minimise penalties.

Tip! If you are uncertain about the impact
of these new rules, please speak with
LeCornu Lewis Hancock.

Using contractors - PAYG
obligations

The ATO has published a useful checklist

about your PAYG obligations if you hire a

contractor.

If the contractor doesn't provide you

with their ABN:

e you generally need to withhold 47%
from payments to them

e give a completed PAYG payment
summary — withholding where ABN not
guoted, to the contractor with their net
payment, or as soon as practicable
afterwards

¢ include the payments in your PAYG
withholding where ABN not quoted —
annual report, and lodge the report with
the ATO by 31 October.

If the contractor is an individual who
has a PAYG withholding voluntary
agreement with you:

e work out the PAYG amount to withhold
from payments to the contractor — use
the tax withheld calculator or tax tables
online (take into account any
information provided by the contractor
in a withholding variation or withholding
declaration

e by 14 July, provide a PAYG payment
summary — business and personal
services income to the contractor
showing the total amounts paid and
withheld

e include the payments in your PAYG
payment summary annual report and
lodge the report with the ATO by 14
August.

If you have to withhold PAYG amounts
for any reason:

« ifyou haven't withheld before, you need
to register for PAYG withholding
straightaway
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e report and pay the PAYG withholding
amounts to the ATO in your BAS which
is usually quarterly or monthly for most
businesses. A business withholding
more than $1 million per year reports
and pays more often. m

Withholding for employee
shares

Does your company have an employee
share scheme (ESS)? If it does, you will
have withholding obligations.

When does withholding apply?
Withholding will apply if:

e you provide a discounted ESS interest
to your employee

o that employee has not given you their
TFN or ABN by the end of the relevant
income year — so there is no
withholding if your employee has
provided their TFN.

If your employee has given you a TFN
declaration for their employment, no
withholding is payable.

How is withholding calculated?

Withholding is calculated on the discount
your employee should include in their
assessable income under the ESS rules.

If you have engaged the services of a third
party to administer your ESS, you may give
them your employee's TFN. In these
circumstances, no withholding is payable.

The rate of withholding is the highest
individual marginal tax rate plus the
Medicare levy, ie 47% for the current tax
year. Under no circumstances can you
withhold in excess of this rate.

Pay the amounts withheld

You must pay amounts you withheld to the
ATO within 21 days after the end of the

income year your employee is taxed on the
discount.

If you pay amounts withheld to the ATO,
you can recover these amounts from your
employee. You can do this by offsetting the
amount of withholding paid against any
amount you owe to your employee, such as
salary and wage income. m

Are you changing your
business structure?

If you are changing your business structure
(eg from a sole trader to a company), you
will need to apply for a new ABN.

Examples of when you need to cancel your
ABN and apply for a new ABN under the
new structure include moving from either:

individual/sole trader to partnership or
trust

individual/sole trader to company or
trust

partnership to company or trust.

You must ensure that your ABN details are
updated on your tax invoices. This is
essential as your ABN is used to:

identify your business identity to others
when ordering and invoicing
claim GST credits.

Other businesses and entities must
withhold payment at the top tax rate if the

ABN quoted on the invoice is incorrect or
the details do not match up.
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Tip! Ensure that you update your GST
registration details whenever you get a new
ABN.

To do! Contact LeCornu Lewis Hancock if
you are considering changing your
business structure. There are also likely to
be tax issues.

Did you know that you can lose
your ABN?

The ATO will cancel your ABN if your
business is no longer operating. Not
keeping lodgments up to date is a key
indication of this. So that they get it right,
the ATO uses information from:

e your tax return
e other lodgments
e third party information.

What happens if the ATO cancels
your ABN?

If the ATO cancels your ABN and you want
to start your business again, or the ATO
gets it wrong, you can reapply and get the
same ABN back (as long as your business
structure remains the same).

If the business structure is different — for
example, you were a sole trader but your
new business is a company — you will get a
different ABN.

Tip! If you have changed your business
structure, you'll need to get a new ABN in
these circumstances — see above. =

Working out if you have to
pay super

An ATO factsheet provides a useful
reminder about when you have to make
contributions under the superannuation
guarantee (SG) scheme.

Generally, if you pay an employee $450 or
more (before tax) in a calendar month, you
have to pay them super on top of their
wages.

If your employee is under 18 or is a private
or domestic worker, eg a nanny, they must
also work for more than 30 hours per week
to qualify.

You pay super regardless of whether the
employee:

o isfull-time, part-time or casual - working
holidaymakers are included

e receives a super pension or annuity
while still working

e is a company director

e is a family member working in your
business — provided they are eligible for
SG.

Note! You may also have to pay for some
contractors, even if they quote an ABN. =

Superannuation guarantee
amnesty a step closer

The proposed amnesty allowing employers
to self-correct superannuation guarantee
(SG) non-compliance has been
reactivated.

What does this mean for
employers?

If the Treasury Laws Amendment
(Recovering Unpaid Superannuation) Bill
2019 (the Amnesty Bill) is passed by the
Parliament, employers will be given a one-
off amnesty, with reduced penalties and
fees, to disclose historical SG non-
compliance and pay any SG charge
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imposed in relation to the disclosed SG
shortfall.

The amnesty allows employers who qualify
for the amnesty to claim tax deductions for
payments of SG charge and contributions
made to offset any SG charge made during
the amnesty period.

The amnesty period starts on 24 May 2018
and ends 6 months after the day the
Amnesty Bill becomes law. This is a longer
period than the original 12-month amnesty.

Tip! If you are concerned that you may
have SG corrections to make, please
speak with your LeCornu LewisHancock. =

Disclosure of business tax
debts

The ATO can now disclose tax debt
information of businesses to registered
credit reporting bureaus (CRBs), but only if
certain criteria are met. Those criteria will
be set out in a Legislative Instrument that is
being finalised.

The Government has said that the ATO will
only disclose tax debt information to a CRB
if the business has an ABN and one or
more tax debts of at least $100,000 that are
overdue by more than 90 days.

I's also important to note that businesses
that are engaging with the ATO to manage
their tax debts or are disputing the
calculation of a tax debt through the AAT or
the courts, will not have their tax debt
information reported to CRBs.

The ATO has also said that it will apply
administrative safeguards above and
beyond the legislative ones before
reporting the tax debt information of a
business. =

Are you holding vacant
land?

If you are holding vacant land, the law
changed from 1 July 2019 so that any
expenses you have relating to the land are
generally not deductible. This is the effect
of legislation (the Treasury Laws
Amendment (2019 Tax Integrity and Other
Measures No. 1) Act 2019) that became
law on 28 October.

What are the exceptions?

There are certain exceptions. You can still
claim a deduction to the extent the land is
used, or held available for use, in a
business including where the business is
carried on by your spouse or child or by an
affiliate or a connected entity. A deduction
is also available where the land is held by
a company or a partnership of companies.

The legislation was amended during its
passage through the Parliament to add
additional exceptions. These apply to
vacant land:

¢ held by primary producers;

e used for business purposes under
arm's length arrangements; or

e on which there is situated a substantial
and permanent structure, and the land
effectively becomes vacant because of
an event outside your reasonable
control, such as a natural disaster, fire
or substantial building defects (for up to
3 years).

So, you can still claim a deduction in those

circumstances.
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To do! Contact LeCornu Lewis Hancock if DISCLAIMER

you hold vacant land. = ] o _
TaxWise® News is distributed by professional tax

practitioners to provide information of general interest
to their clients. The content of this newsletter does not
constitute specific advice.

Any financial product advice included in this
newsletter is provided by LLH Financial Services Pty
Ltd AFSL No. 487699. The information provided is
general in nature and is not personal financial product
advice. The information provided has been prepared
without taking into account your objectives, financial
situation or needs and because of this you should,
before acting on it, consider the appropriateness of it
having regard to your objectives, financial situation
and needs. You should carefully read and consider any
Product Disclosure Statement that is relevant to any

and it may even result in you receiving a financial product that has been discussed before

refund that you can put towards your next maklng any decision about whether to acquire the
holiday financial product.
. m

Please contact LeCornu Lewis Hancock if you would

Key taX d ateS like advice on specific matters.
‘Date  Obligation

21 November 2019  Lodge and pay October
2019 monthly BAS

28 November 2019  Lodge and pay September
2019 quarterly SGC (if

required)

1 December 2019 Full self-assessment
companies — pay 2018-19
income tax

Non-full self-assessment
companies — lodge 2018-
19 return

21 December 2019  Lodge and pay November
2019 monthly BAS

21 January 2020 Lodge and pay December
2019 monthly BAS

31 January 2020 Closely held trust — lodge
December 2019 quarterly
TFEN report

21 February 2020 Lodge and pay January
2020 monthly BAS

28 February 2020 Lodge and pay December
2019 quarterly BAS

Lodge and pay December
2019 quarterly instalment
notice

Lodge annual GST return
(if no tax return due)

Lodge and pay December
2019 quarterly SGC (if
required)

Lodge and pay SMSF
annual return for new

SMSFs (unless otherwise
advised)
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