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Division 7A

PRODUCTS | Company (2020) | Trust (2020) | Division 7A calculator and decision tool (2019) |

SUMMARY

Division 7A is aimed at preventing private companies making tax-free distributions of profits to shareholders or their
associates - for instance, through concessional loans, debt forgiveness or allowing shareholders to make personal use of
company property.

As part of the 2018-19 Budget, the Government announced it will further clarify the operation of the Division 7A integrity
rule. The changes will apply from 1July 2019 and include:

9 For unpaid present entitlements to come within the scope of Division 7A of the Income Tax Assessment Act 1936
1 Adeferral of the start date of the 2016-17 announced ‘Targeted amendments to Division 7A'.

This will enable the Government to ensure that all Division 7A amendments will be progressed as part of a consolidated
package.

IMPACTS
None at this time - Amendments to Division 7A have been deferred until 1July 2020 to allow for further consultation and
to refine the Governments approach to Division 7A.

Private health insurance reforms

PRODUCTS | N/A |

SUMMARY

In October 2017 the Minister for Health announced a package of reforms to private health insurance (PHI). The reforms
include changes to the provision of PHI statements. From 1 April 2019, it will be optional for health insurers to provide
adults covered by a complying health insurance policy with a PHI statement.

IMPACTS
When PHI statements become optional the ATO expect individuals will place more reliance on pre-filling of PHI policy
details to complete their tax return.

Health insurers will only be required to issue a PHI tax statement within 14 days of receiving a request from their client.

There are no tax return label or system changes for this measure.
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Reportable tax position schedule

PRODUCTS | Company tax return | Reportable Tax Position Schedule |

SUMMARY

The Reportable Tax Position (RTP) project objective is to digitise the lodgment and storage of RTP schedule data,
consistent with the processing of Company Tax Return and other schedules, to support:

1 anexpanded number of clients required to lodge the RTP schedule

1 PG&linitiatives including Justified Trust and Tax Avoidance Taskforce
1 PG&l's one to many and non-proliferation risk strategies

9 contemporary compliance treatment strategies

IMPACTS
The change positively influences client experience where clients will be able to lodge the RTP schedule within the same
channel as the CTR and other schedules.

Further, schedule information will be efficiently collected and retained on ATO data warehouses for future analysis.

Tax Assistant/Onvio will not be implementing these changes at this time.

Personal income tax plan

PRODUCTS | Incometaxreturns | PAYGW tables | PAYGI |

SUMMARY

The Personal Income Tax Plan was announced in the 2018-19 Budget and delivers a new low and middle-income tax
offset, changes to the existing low-income tax offset and various threshold changes over the next seven years.

The changes are law and are currently being implemented.

The government announced changes to the Personal Income Tax Plan in the 2019-20 federal budget - Lower taxes for
hard-working Australians: Building on the Personal Income Tax Plan.

These changes are not yet law.

IMPACTS
Changes are to be delivered in three phases over the next seven years. Refer table over page for more information.

Changes have been made to the live tax estimate, the estimate summary and the audit trail in Tax Assistant/Onvio.
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Current scope

0 Taper: $255 plus 7.5% for
TI's that exceed $37,000 and
are not more than $48,000
0 Taper: $1,080 less 3% for TI's
that exceed $90,000
 Increase top threshold 32.5% tax
bracket to $90,000

that exceed $37,500 and not
more than $45,000
0 Taper: $385 less 1.5% for TI's
that exceed $45,000
9 Increase top threshold for 19%
bracket to $45,000
9 Increase top threshold of 32.5%

bracket to $120,000

From From From
2018-19 2022-23 2024-25
 New low and middle-income tax | f Replace lowincome tax offsetand | § Increase top threshold of 32.5%
offset low and middle-income tax offset bracket to $200,000 (effectively
0 Baserate: $200 0 Baserate: $645 abolishing the 37% tax bracket)
0 Maximum rate: $530 0 Taper: $645 less 6.5% for Tl's
0 Taper: $200 plus 3% for Tl's that exceed $37,000 and not
that exceed $37,000 and are more than $41,000
not more than $48,000 0 Taper: $385 less 1.5% for TI's
0 Taper: $530 less 1.5% for Tl's that exceed $41,000
that exceed $90,000 1 Increase top threshold for 19%
9 Increase top threshold 32.5% tax bracket to $41,000
bracket to $90,000 9 Increase top threshold of 32.5%
bracket to $120,000
New scope — assuming 2019-20 budget changes are enacted
From From From
2018-19 2022-23 2024-25
New low and middle-incometax | f Replace lowincome tax offsetand | § Increase top threshold of 32.5%
offset low and middle-income tax offset bracket to $200,000 (effectively
0 Baserate: $255 0 Baserate: 5700 abolishing the 37% tax bracket)
0 Maximum rate: $1,080 0 Taper: $645 less 5% for Tl's 1 Reduce the 32.5% tax rate to

30%

As a fundamental principle, assessments are assessed according to the law at the time.

Without law by 30 June 2019 we may need to issue 2019 assessments according to the existing law.

Assuming a later enactment, any previously issued assessments may need to be amended. These will not require any

action from tax professionals or taxpaye

rs.
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Combined HELP measures

PRODUCTS | Individual tax return | Income Contingent Loans | PAYGW tax tables |

SUMMARY

The Higher Education Support Legislation Amendment (Student Loan Sustainability) Bill 2018 No. 45, 2018, if passed by
Parliament, amends the Higher Education Support Act 2003 (HESA) and Income Tax Assessment Act 1997 affecting the
management of Income Contingent Loans (ICL).

This legislation made changes to the minimum repayment income thresholds and repayment rates effective from 1July
2019. It also provides that from 1July 2019, the Student Financial Supplement Scheme (SFSS) under the Student
Assistance Act 1973 and Social Security Act 1991 will become part of the repayment hierarchy, where it will be repaid
after the payment of the HELP debt.

IMPACTS
Standard annual changes to the repayment income thresholds and rates for HELP, SSL, ABSTUDY SSL, TSL and SFSS.

2018-19 HELP, TSL, SSL. Repayment Rates SESS 2018-19 Repayment Rates &
& Thresholds Thresholds
tresnolds | | treoholds || Repayment rate
Below $51,956 Nil Below $51,956 Nil
$51,956 - $57,729 2.0% $51,956 - $64,306 2.0%
$57,730 - $64,306 4.0% $64,307 - $91,425 3.0%
$64,307 - $70,881 4.5% $91,426 and above 4.0%
$70,882 - $74,607 5.0%
$74,608 - $80,197 5.5%
$80,198 - $86,855 6.0%
$86,856 - $91,425 6.5%
$91,426 - $100,613 7.0%
$100,614 - $107,213 7.5%
$107,214 and above 8.0%

From 1July 2019 (2020 ITR), all study and training loans will be covered by one set of thresholds and rates.
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VET Debt Separation

PRODUCTS | Notice of Assessment (NOA) | Statement of Account (SOA) |

SUMMARY

Introduced with the Student Loans (Overseas Debtors Repayment Levy) Amendment Bill 2018, the bill amends the:
Higher Education Support Act 2003 and VET Student Loans Act 2076 to separate VET student loan debts from other
forms of Higher Education Loan Program debts and establish VET student loans as a separate income contingent loan;
and VET Student Loans Act 2016 to allow the courses and loan caps determinations made by the minister to incorporate,
by reference, any matter contained in an instrument or other writing as in force from time to time. Also makes
consequential and contingent amendments to 10 Acts.

IMPACTS
The VET Student Loan (VSL) debt will no longer be part of the HELP debt from 1July 2019. From this date a new VSL role
will be created.

The VSL debt becomes part of the compulsory repayment hierarchy and is repayable after the HELP debt but before the
SFSS debt. From 1July 2019, the repayment hierarchy will be:

HELP (Higher Education Loan Program)

VSL (Vocational Education Training Student Loan)
SFSS (Student Financial Supplement Scheme)
SSL (Student Start-Up Loan)

ABSTUDY SSL

TSL (Trade Support Loan Scheme)

QNGNS

This means from 1July 2019, all study and training loans are covered by one set of thresholds and rates as per the
combined HELP measures.

The VSL debt will also be collected from debtors who are residing and working overseas.
ATO will be able to report back to Education on voluntary and compulsory repayments made specifically against the VSL

debt.

Shares and units

PRODUCTS | AlIR | Transfers of shares and units (Listed Entities) | Transfers of shares and units (Market Participants)
SUMMARY

Under the measure the ATO will capture data on the transfers of units in unit trusts and shares. The data will be used to
support compliance and pre-fill.

THOMSON REUTERS
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IMPACTS
1. Significant changes to the CGT investment pre-fill data and processes

9 The pre-fill data for shares in 2017-18 is informational and only provides information on the date and
disposal price of a share as an informational sentence and in three fields in the CGT calculator

1 From 2018-19 onwards we intend to provide more information on the costs that contribute towards the cost
base, such as the original purchase price of the different parcels that the taxpayer owns. This may initially be
through a download, but longer term through a calculator where the taxpayer will need to nominate which
parcels were sold. This will also be available to tax agents

T  Wewill not be in a position to calculate a final capital gain, taxpayer input will always be required

2. Data specification changes to all shares and units reporting specs (MKPR, AlIR and listed entity reports) and
changes to the ESS annual report to provide a reporting option for overseas entities
T MKPR - minor updates to definitions and the bulk trade data record
1 LENR - minor updates to transaction reason codes
1 AlIR - separation of income reporting from share or unit transaction reporting and a change to the record
pattern to remove duplication of the investor record

There are no changes to Tax Assistant/Onvio at this stage however we may see changes to pre-fill information available
for CGT in future tax years.

Business transactions through payment systems

PRODUCTS Informative prefill to myGov, PLS and the tax agent portal for Individual clients

SUMMARY

Since 1July 2017 the Business transactions through payment systems new measure has required administrators of
payment systems to report the payments they process for businesses to the ATO. This includes payments received
through credit and debit cards, BPAY and other specialised payment systems.

In TT2019 this information will be informatively prefilled to myGov, PLS and the tax agent portal for Individual clients so
that Individual taxpayers and their tax agents will be able to see the data the ATO have on net payments received
through an electronic payment system and who reported that information to the ATO.

IMPACTS
Entities processing electronic payments for business now have a reporting obligation to the ATO. Reports are due by
31 July after the end of the financial year.

Businesses and some individuals (who may or may not be in business) receiving payments through electronic payment
systems will have details of those payments reported to the ATO at least annually.
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Individual taxpayers will have information displayed in myGov about the:
9 reporting institution
9 netannual amount of payments processed (sales less refunds)

9 currency in which the transactions were processed Tax agents lodging reports on behalf of Individual taxpayers
with electronic payments data will see this informative message.

Tax agents lodging reports on behalf of Individual taxpayers with electronic payments data will see this informative
message.

There are no changes to Tax Assistant/Onvio at this stage however we may see changes to pre-fill information in future
tax years.

OECD Hybrid Model
PRODUCTS | International Dealings Schedule |
SUMMARY

The hybrid mismatch rules are aimed at preventing multinational enterprises from gaining an unfair competitive

IMPACTS
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