
THE 2018 FEDERAL BUDGET WAS HANDED 
DOWN IN MAY. FOLLOWING ARE SOME OF THE 
HEADLINE MEASURES THAT MAY IMPACT YOUR 
BUSINESS.
Instant Asset Write-Off 
The $20,000 Small Business Instant Asset Write-Off has been 
extended for another 12 months. Businesses with an aggregated 
turnover of less than $10 million will be able to take advantage of the 
write-off until 30 June 2019 provided that the depreciating asset was 
acquired and installed ready for use in your business by this date. 
Before the Budget, this threshold amount was due to revert down 
to $1, 000 from 1 July 2018. The $20,000 write-off was originally 
introduced on 12 May 2015 and originally applied to small businesses 
with an annual aggregated turnover of less than $2 million. Since 
then the write-off was extended to businesses with an aggregated 
turnover of less than $10 million. 

To recap, the Instant Asset Write-Off allows small businesses to 
fully deduct virtually all depreciating assets under $20,000 (except 
horticultural plants, in-house software, and buildings) in the year that 
the asset is acquired and installed ready for use in your business 
– rather than having the deduction spread out over a number of 
years. If you miss the deadline (i.e. if the asset is not being used in 
your business or installed ready for use on or before 30 June 2019) 
then the write-off threshold reverts to $1,000. Missing the deadline 
will result in a worse cash-flow outcome for your business than if the 
deadline is met.
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KEY DATES
21 JUNE
Lodge May monthly Activity Statements

1 JULY
Start of the 2018/2019 financial year   

14 JULY
Provide payment summaries  
to employees

21 JULY
Lodge June monthly  
Activity Statements

28 JULY
Make Superannuation  
Guarantee contributions 

28 JULY
Lodge 4th quarter Activity Statements  
(if lodging by paper)

14 AUGUST
Lodge PAYG withholding payment 
summary annual report

21 AUGUST
Lodge July monthly Activity Statements 

25 AUGUST
Lodge 4th quarter Activity Statements  
(if using a BAS or Tax Agent)
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Assets costing $20,000 or over continue to be 
allocated to a general small business pool and are 
depreciable at a rate of 15% in the first year, and 
then 30% in subsequent years. Where the balance 
of a small business pool falls beneath this $20,000 
threshold, the pool can be written-off. This extends 
to existing pool balances, so be sure to consider 
this in both the 2017/2018 and 2018/2019 financial 
years as part of any tax planning initiatives you are 
undertaking.

The real benefit from the $20, 000 write-off however, 
is an improvement to your cash-flow. The write-
off improves small business cash-flow by bringing 
forward deductions rather than having them spread 
out over more than one year via a depreciation 
claim. Cash-flow can be a significant issue for small 
business, particularly start-ups. 

That said, it is important to have perspective. The 
amount of you recover through the tax system for 
such a purchase isn’t the full value of the asset, it is 
the marginal rate of tax you are paying multiplied 
by the asset value.  So for example if you acquire an 
asset worth $18,000 GST exclusive in a company 
with a tax rate of 27.5% then the tax system relieves 
you of $4,950 in tax that you might have otherwise 
paid had you not made that purchase. You have 
however outlaid $18,000 to recover $4,950 in tax. 
Consequently, you should not let tax distort or blur 
your commercial instincts –, you should continue to 
only buy assets that fit within your business plan.

As we head towards 30 June, the Small Business 
Instant Asset Write-Off is a great way for your 
business to reduce its 2017/2018 tax payable by 
purchasing a depreciable asset for less than $20 000 
before 1 July. 

No Deduction for Non-Compliant 
Payments to Employees and Contractors
Under this measure, from 1 July 2019 businesses 
will no longer be able to claim tax deductions for 
payments to their employees where they have 
not withheld any amount of PAYG (where PAYG 
withholding is required). This is currently occurring as 
a result of two main reasons:

1. Employers who are experiencing cash-flow 
difficulties are simply not remitting the withheld 
amounts to the ATO. This is not only in breach of 
the law, but Directors of companies can be held 
personally liable for these amounts under the 
Director Penalty Notice provisions.

2. Employers misclassifying workers as contractors 
instead of employees. While in many cases it 
will be clear-cut, if you are uncertain as to the 
status of a worker (employee or contractor?) 
we recommend using the ATO’s Employee/
Contractor Decision Tool. The ATO itself uses this 
Tool as the initial step in its employer audits. The 

ATO advises that:

“The Tool is free and anonymous. You simply 
answer questions about the working arrangement 
and the tool will give you a result, including 
a report that you can keep in your records. 
Provided you answer the questions accurately, 
you can rely on the result provided by the Tool.”

The Government will also remove deductions for 
payments made by businesses to contractors where 
the contractor does not provide an ABN and the 
business does not withhold under the “No ABN 
Withholding” regime. To recap, under this regime, 
if the supplier does not provide an ABN and the 
total payment for goods and services is more than 
$75 (excluding GST) you generally are required to 
withhold the top rate of tax from the payment (45%) 
and remit that to the ATO.

The take-out for employers is to ensure that your 
payroll processes are operating correctly, and that 
you are correctly withholding and remitting the 
required amounts from the payments that you make 
to employees, and also contractors who do not 
provide an ABN.   

Deductions Disallowed for Holding Vacant 
Land
From 1 July 2019, deductions will be disallowed for 
expenses associated with holding vacant land in 
circumstances where that land is not genuinely 
held for the purpose of earning assessable income. 
An example of a denied deduction is interest on 
money borrowed to acquire that land. This measure 
will apply to land held for residential or commercial 
purposes. However, the “carrying on a business” 
test will generally exclude land held for commercial 
development. Any denied expenses under this 
measure may, if eligible, be included in the cost base 
of the property for CGT purposes (such as borrowing 
expenses and council rates). This measure however 
will not apply to expenses associated with holding 
land that are incurred either (a) after a property has 
been constructed on the land and is available for 
rent, or (b) where the land is being used to carry on a 
business (for example, primary production).



Although we’ve covered the headline measures for business, the Budget runs into hundreds of pages. 
To view the full Budget papers, visit www.budget.gov.au 

MORE INFORMATION

Resourcing the ATO
A strong theme to emerge from the Budget is the 
additional funding that is being allocated to the ATO 
to help enhance their compliance activities. The 
Government seems intent on properly resourcing the 
ATO. This is apparent from a number of measures in 
the Budget Papers including:

• Personal income tax measures to ensure 
individuals meet their tax obligations ($130.8 
million)

• Delivering on debt collections and improvement 
in timeliness of debt collections ($133.7 million)

• Enhancing ATO enforcement against the Black/
Cash Economy ($318.5 million)

• Research and Development (R&D) measure 
providing additional funding to the ATO and the 
Department of Industry, Innovation and Science 
(amount not specified) to more rigorously assess 
R&D applications.

• Other measures relating to Superannuation 
Guarantee compliance and payroll and 
superannuation fund reporting.

On these figures alone, the ATO is going to be well-
resourced to enable it to pursue its enforcement 
strategies. This is almost certain to lead to better 
targeted audit work. $318 million is also being 
allocated to the ATO to implement new strategies 
targeting the Cash Economy and Phoenixing 
activities (whereby companies are closed down 
and then started up again under a new name, in 
order to avoid paying worker entitlements such as 
Superannuation Guarantee). Again, these numbers 
suggest some robust enforcement measures are on 
the way from the ATO – so be sure to ensure that you 
are fully compliant with the law in this area.

In light of this unprecedented funding for the ATO, if 
you are a business owner, you may wish to strongly 
consider tax audit insurance. This style of insurance 
is becoming an increasingly popular means of 
protecting oneself against the costs arising from a tax 
audit. Insurance is available to cover professional fees 
(charged by your Accountant) incurred as a result of 
an audit from the ATO. These fees can run into the 
thousands if the audit is protracted as is often the 
case in relation to complex transactions and business 
affairs. Audit insurance is also tax deductible. The 
period covered by the audit insurance is typically 
from the time an audit commences until the time it 

is complete. Examples of the audits that are typically 
covered under a policy include income tax, FBT, 
Payroll tax, BAS, GST, record-keeping etc. 

Crackdown on Circular Distributions for 
Discretionary Trusts
From 1 July 2019, the anti-avoidance rules that 
currently apply to other closely-held trusts that 
engage in circular trust distributions will be 
extended to family trusts. This will prevent the 
currently available strategy where family trusts act 
as beneficiaries of each other in a “round-robin” style 
arrangement whereby a distribution can be returned 
to the original trustee in a way that avoids any tax 
being paid on that amount. The crackdown will 
enable the ATO to impose 45% penalty tax on such 
distributions.

Strong Stance on Tax and Super Debts
More than $133 million will be provided to the ATO 
over four years for it to continue a raft of measures 
that will sustain and increase debt collections and the 
timeliness of those collections. This is forecast to reap 
an extra $1.6 billion in unpaid Superannuation and tax 
over the coming four years. With such large amounts 
of revenue set to be recouped, it is recommended 
that businesses with tax and superannuation debts 
owing, pay these debts if they are able to do so. At 
the very least, you should strongly consider entering 
into formal payment arrangements with the ATO. 

Reigning In The R&D Incentive
The calculation for companies claiming the R&D Tax 
Incentive will change commencing for financial years 
beginning on or  after 1 July 2018. Also, a maximum 
cash refund for “smaller” R&D claimants will be  
capped at $4 million per financial year (a “smaller” 
R&D claimant is an entity with aggregated annual  
turnover below $20 million). By way of background, 



The R&D Tax Incentive is the Australian Government’s 
principal measure to encourage industry investment 
in R&D. The program provides offsets for eligible 
entities (essentially Australian companies and 
foreign companies with an Australian permanent 
establishment) that spend $20,000 or more per 
annum on experimental R&D activities subject to 
strict conditions.

The changes for calculating the R&D Tax Incentive 
are based around an “R&D intensity percentage”  for 
each entity. This  percentage is based on the amount 
of R&D related expenditure  as  a percentage of total 
company expenditure. The lower the R&D intensity 
percentage for the entity, the lower the maximum 
available tax offset. 

COMPANIES WITH AN ANNUAL TURNOVER 
ABOVE $20 MILLION

Currently, a 38.5% non- refundable tax offset is 
available with a minimum eligible R &D expenditure of 
$20,000 per year. Under the changes to apply from 
2018/2019, there will be four levels of non- refundable 
tax offset based on an R&D intensity percentage and 
the  entity’s corporate tax rate as follows:

• 40% or 42.5% offset if more than 10% of total 
expenditure relates to R&D

• 36.5% or 39% offset if R&D intensity percentage is 
between 5% and 10%

• 34% or 36.5% offset if R&D intensity percentage is 
between 2% and 5%

• 31.5% or 34% offset if R&D intensity percentage is 
between 0% and 2%.

COMPANIES WITH A TURNOVER OF LESS THAN 
$20 MILLION

Currently a 43.5% refundable tax offset is available 
with a minimum eligible R&D expenditure of $20,000 
per year. Under the changes to commence from 
2018/2019, the refundable tax offset will be 13.5% 
percentage points above the entity’s corporate tax 
rate. This will mean no change for companies with a 
30% tax rate as the refundable tax offset will remain 
43.5%.  However, “base rate entities” which have 
a lower corporate tax rate of 27.5% will under the 
changes have their  maximum refundable tax offset 
reduced to 41%. 

Also, the Budget proposes that the maximum cash 
refund available under the Incentive be capped at 
$4 million. Refunds exceeding this can be carried 
forward to later income years. 

Despite these curtailments, the Incentive remains 
attractive financially if your company is engaging in 
cutting-edge R&D activity. 

Limiting Partnerships Access to Small 
Business CGT Concessions
Partners in Partnership structures that alienate their 
income by creating, assigning or otherwise dealing 
in rights to the future income of a Partnership will 
from Budget Night no longer have access the Small 
Business CGT Concessions in relation to these 
rights. The Budget Papers state that this will prevent 
taxpayers inappropriately accessing the concessions 
in respect to their assignment to an entity of a right to 
future income of the Partnership without that entity 
having any role in the Partnership. 

The Small Business CGT Concessions themselves are 
unaltered however and will continue to be available 
only to entities with an aggregated turnover of less 
than $2 million, or with net assets of less than $6 
million. 

Cash Payments Limit
In a measure recommended by the Government’s 
Black Economy (Cash Economy) Taskforce, the 
Government will introduce a limit of $10,000 for 
cash payments made to businesses for goods and 
services that they provide. This measure will require 
transactions over this threshold to be made through 
an electronic payment system or by cheque. The 
rules, set to apply from 1 July 2019, will not apply to 
transactions with:

• Financial Institutions; or

• Consumer-to-consumer, non-business 
transactions.

Broader Business Conditions 
In good news for the business community, the 
Budget papers forecast that the economy will grow at 
2.75% in 2017/2018 (current financial year); jumping to 
3% in 2018/2019 and 2019/2020.. Other key economic 
indicators:

• Unemployment – forecast to slightly fall to 5.25% 
in 2018/2019 (currently 5.5%)

• Inflation – forecast to rise slightly to 2.25 
(currently 2%). This is good news for 
borrowers however as this is still well within 
the Government’s 2% - 3% target range. Once 
inflation gets beyond this point, interest rates will 
generally rise. 

This information is provided by Australian 
Bookkeepers Network Pty

www.austbook.net
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