
 

No small business tax rate for passive investment companies 
 
The Government has released draft tax legislation to clarify that passive investment companies cannot access the lower company 

tax rate for small businesses of 27.5%, but will still pay tax at 30%. 

The amendment to the tax law will ensure that a company will not qualify for the lower company tax rate if 80% or more of its 

income is of a passive nature (such as dividends and interest). 

The Minister for Revenue and Financial Services said the policy decision made by the Government to cut the tax rate for small 
companies was meant to lower taxes on business, and was not meant to apply to passive investment companies. 

 

ATO provided with more super guarantee information 
 
The Government has announced a package of reforms to give the ATO near real-time visibility over superannuation guarantee 

(SG) compliance by employers.   

The Government will also provide the ATO with additional funding for a SG Taskforce to crackdown on employer non-

compliance. 

The package includes measures to: 

 require superannuation funds to report contributions received more frequently (at least monthly) to the ATO, enabling the 

ATO to identify non-compliance and take prompt action; 

 require employers with 19 or fewer employees to transition to single touch payroll (‘STP’) reporting from 1 July 2019; 

 improve the effectiveness of the ATO’s recovery powers, including strengthening director penalty notices and use of security 

bonds for high-risk employers, to ensure that unpaid superannuation is better collected by the ATO and paid to employees’ 

super accounts; and 

 give the ATO the ability to seek court-ordered penalties in the most egregious cases of non-payment, including employers 

who are repeatedly caught but fail to pay SG liabilities. 
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Editor: Following extensive consultation when STP was originally announced, it was decided that employers with 19 or fewer 

employees would not be required to comply.   

Given the backflip here, the business community will be hoping the Government does not introduce compulsory real-time 
payments of SG and PAYG withholding, as well as real-time reporting. 

 

ATO combating the cash economy 
 
The ATO has reminded taxpayers that it uses a range of tools to identify and take action against people and businesses that may 

not be correctly meeting their obligations.  Through 'data matching', it can identify businesses that do not have electronic 

payment facilities.   

These businesses often advertise as 'cash only' or mainly deal in cash transactions.  When businesses do this, they are more likely 

to make mistakes or do not keep thorough records.   

The ATO’s ability to match and use data is very sophisticated.  It collects information from a number of sources (including banks, 
other government agencies and industry suppliers), and also obtains information about purchases of major items, such as cars 
and real property, and then compares this information against income and expenditure reported by businesses and individuals to 
the ATO. 

Example: Unrealistic personal income leads to unreported millions 

The income reported on their personal income tax returns indicated that a couple operating a property development company 

didn’t seem to have sufficient income to cover their living expenses. 

The ATO found their company had failed to report millions of dollars from the sale of properties over a number of years. 

They had to pay the correct amount of tax (of more than $4.5 million) based on their income and all their related companies, and 
also incurred a variety of penalties. 

Example: Failing to report online sales 

A Nowra court convicted the owner of a computer sales and repair business on eight charges of understating the business’s GST 

and income tax liabilities. 

The ATO investigated discrepancies between income reported by the business and amounts deposited in the business owner’s 

bank accounts, and found that the business had failed to report income from online sales. 

The business owner was ordered to pay over $36,000 in unreported tax and more than $18,400 in penalties, and also fined 
$4,000 (and now has a criminal conviction). 

Get it in writing and get a receipt 

The ATO also notes that requesting a written contract or tax invoice and getting a receipt for payment may protect a consumer's 

rights and obligations relating to insurance, warranties, consumer rights and government regulations.  Consumers who support 

the cash economy, by paying cash and not getting a receipt, risk having no evidence to claim a refund if the goods or services 

purchased are faulty, or prove who was responsible in case of poor work quality. 

 

Changes to affect property purchasers 
 

Legislation was previously introduced to ensure that foreign residents were paying their share of capital gains tax when they 

disposed of Australian property.  The obligation was imposed on the purchaser to withhold 10% withholding tax from the sale 

proceeds and pay this directly to the ATO on behalf of the seller for contracts over $2 million.  To avoid having the payment 

withheld, the vendor is required to provide the purchaser with a clearance certificate issued by the ATO to confirm they are not a 

non-resident. 



Recent changes to the legislation will affect a greater percentage of the population as the threshold drops for $2 million to 

$750,000.  Additionally, the rate to withhold has gone from 10% to 12.5%.  The real danger with this legislation is that the 

emphasis has been well and truly pushed onto the purchaser who could inadvertently acquire property from a non-resident and 

find themselves with hefty tax bill to pay if all the checks and balances are not performed at settlement. 

For more information on this topic please find the attached link or call our office. 

https://www.ato.gov.au/General/Capital-gains-tax/In-detail/Calculating-a-capital-gain-or-loss/Capital-gains-withholding--

Impacts-on-foreign-and-Australian-residents/ 

 

Key dates for November 
 
21 November 

- Lodge and pay October monthly activity statements 

25 November 

- Lodge and pay quarterly activity statement for quarter 1 for taxpayers using a BAS or Tax agent 

 

 

 

 

 

 

 

 

 

 

 

  

An Important Message 

While every effort has been made to provide valuable, useful information in this publication, this firm and any related 
suppliers or associated companies accept no responsibility or any form of liability from reliance upon or use of its 
contents.  Any suggestions should be considered carefully within your own particular circumstances, as they are 
intended as general information only. 

 

 
 

Our business, is understanding your business. 

T: (07) 4431 0333   F: (07) 4431 0222 

PO Box 3820, Hermit Park, Q 4812 
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