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In brief 

Date  Changes and actions  
1 April 2020  Director penalty regime extended to include GST, WET and LCT 
28 May 2020  Payment of Fringe Benefits Tax liability due if applicable 
31 May 2020  Last day to register for JobKeeper for April and May 2020 
25 June 2020  FBT returns due 
Pre 30 June 2020  Review shareholder loan accounts and make minimum loan repayments 

(may need to declare dividends). The maximum franking percentage rules 
have changed recently – we can discuss this with you 

 Pay superannuation to deduct contributions in the current financial year 
 Complete a stocktake where required (see Do you need to do a stocktake?) 
 Write-off bad debts and scrap any obsolete stock or plant and equipment 
 Ensure any inter-entity management fees have been raised 

1 July 2020  $150k instant asset write-off scheduled to reduce back to $1,000 for small 
business entities  

 Company tax rate reduces to 26% for BREs 
 Cents per km rate for work-related car expenses increase to 72 cents 

14 July 2020 (on or before)  Single touch payroll finalisation declarations need to be made (unless 2019-
20 is your first year using STP, then 31 July 2020) 

28 July 2020  Quarterly super guarantee payment due (1 April – 30 June) 
28 August 2020  Taxable payments annual reports for payments to contractors due 
7 September 2020  Last day to access the Superannuation Guarantee Amnesty for historic non-

compliance 
27 September 2020  Last day of the last JobKeeper fortnight 
30 September 2020  Last day for 50% apprentice/trainee wage subsidy under COVID 19 relief 
6 October 2020  2020-21 Federal Budget released 
30 June 2021  Accelerated depreciation – last day for assets to be installed ready for use to 

access the 50% accelerated depreciation deduction 
1 July 2021  Single touch payroll commences for closely held employees – family 

members, directors etc 
31 July 2020  Single touch payroll finalisation declarations due for those using STP for the 

first time in 2019-20 
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What’s new 

Company tax rate reduction 

From 1 July 2020, the company tax rate for base rate entities will reduce to 26%. 
 

 2018-19 and 2019-20 2020-21 2021-22 
Base rate entities* 27.5% 26% 25% 

Other corporate tax entities 30% 30% 30% 
*aggregated turnover less than $50m and no more than 80% of the company’s assessable income is base rate entity 
passive income. 

Utilising franking credits 

The reduction in the company tax rate will also change the maximum franking rate that applies to 
dividends paid by base rate entities (BRE). The way the rules normally work is that if the company was 
classified as a base rate entity and was taxed at the lower corporate tax rate in the previous year then a 
lower maximum franking rate will apply to dividends paid in the current year. For example, the maximum 
franking rate for a BRE that pays a franked dividend in the 2 
 
020 year is 27.5%. However, in 2021, the maximum franking rate will be 26%. 
 
Some companies may have franking account balances that have accumulated over time and will reflect 
prior company tax rates. It is important to consider how these credits can be utilised in an efficient 
manner. One strategy could be to bring forward the payment of dividends to utilise the current 27.5% 
franking rate before the company tax rate reduces to 26% if the cashflow of the company allows for it. 

Directors at risk of personal liability for company’s GST liabilities 

The director penalty regime enables the ATO to recover amounts owed by a company for unpaid PAYG 
withholding amounts and superannuation guarantee liabilities from the directors or former directors.  
 
From 1 April 2020, the existing director penalty regime was expanded to include GST, luxury car tax and 
wine equalisation tax liabilities. The expansion of this regime means that company directors, regardless of 
whether they are passively or actively involved, are at risk of being held personally liable for a large 
portion of a company’s estimated liabilities.  
 
Directors are under a general obligation to ensure the company either satisfies its tax liabilities, or 
recognising the company may be insolvent, goes into administration or is wound up. Resigning as a 
director after the event has no impact as the obligation attaches to the individual directors equally. If the 
Commissioner issues a penalty notice, the director becomes personally liable at that point. There is a 
grace period for new directors, but they can become liable for obligations that arose before they became 
a director.  
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Strict timeframes are in place for the issuing of notices by the Commissioner and the required responses 
from the individual. If you receive a director penalty notice, or if you are concerned that you are at risk of 
receiving a notice, please contact us immediately. 

Company tax residency developments 

In late 2018, the ATO changed its guidance on the tax residency rules for companies incorporated 
overseas.  
 
In broad terms, a company can be treated as a resident of Australia for tax purposes if either: 

 It is incorporated in Australia, or 
 It carries on business in Australia and either its central management and control is in Australia or its 

voting power is controlled by Australian residents. 
 
In general, the ATO’s new approach means that a company can be treated as a resident of Australia if:  
 

 It carries on any business activities, anywhere; and 
 Central management and control of the company is in Australia. 

 
The new approach means that companies previously classified as non-residents might be treated as 
residents of Australia. If a company is classified as a tax resident of Australia then it would generally be 
taxed in Australia on its worldwide income, but this is subject to the foreign branch profits exemption. For 
example, if a company carries on a business (any business, which could include deriving passive income 
from investments) and has its central management and control in Australia, then it would generally be 
treated as a resident. 
 
The ATO initially provided a transitional period for companies to assess their position and consider making 
necessary changes. While this transitional period was to end at 30 June 2019, the ATO has now extended 
this deadline to: 
 

 31 December 2020 - Early balancer taxpayer with a 31 December year-end 
 30 June 2021 - Taxpayer with a 30 June year-end 

 
The deadline extension applies to companies that are, “taking active and timely steps to change their 
governance arrangements.” 
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Impending changes 

Division 7A reforms 

Division 7A captures situations where shareholders access company profits in the form of loans, payments 
or forgiven debts.  If certain steps are not taken, such as placing the ‘payment’ under a complying loan 
agreement, these amounts are treated as a deemed unfranked dividend and taxable at the taxpayer’s 
marginal tax rate. 
 
Sweeping reforms to the operation of Division 7A were to take effect from 1 July 2020. However, these 
reforms have not been enacted. Given the extent of the proposed changes and the uncertainty created by 
COVID-19, we expect the timing of these reforms to be revised in the October federal budget. 

R&D tax incentive overhaul 

The impending overhaul of the R&D tax incentive system is not yet law. Originally intended to take effect 
from 1 July 2018, the sweeping reforms are now set to take effect from 1 July 2019, assuming the 
legislation passes Parliament.  
 
Under these reforms, the way the R&D tax incentive applies will change to focus on ‘more intensive’ R&D 
activities, particularly in medical and clinical development. The changes attempt to refocus the incentive 
on activities that go well beyond what companies would normally do to improve. 
 
Companies under $20m 
For companies with an aggregated annual turnover less than $20 million: 
 

 An annual $4 million cap will be introduced on cash refunds for R&D claimants. Amounts that are in 
excess of the cap will become a non-refundable tax offset and can be carried forward into future income 
years; 

 Clinical trials will be excluded from the $4 million cap on cash refunds, to encourage development in this 
area; and 

 The refundable R&D tax offset will be amended and will become a premium of 13.5 percentage points 
above the company’s tax rate for that year. 

 
Companies over $20m 
For companies with aggregated annual turnover of $20 million or more, an R&D premium will be 
introduced that ties the rates of the non-refundable R&D tax offset to the incremental intensity of R&D 
expenditure as a proportion of total expenditure for the year. 
 
The R&D expenditure threshold - the maximum amount of R&D expenditure eligible for concessional R&D 
tax offsets - will be increased from $100 million to $150 million per annum. 
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In addition, where an R&D entity benefits from a government recoupment (such as a grant or 
reimbursement) for expenditure that is also eligible for the R&D tax offset, a clawback applies to reverse 
the double benefit that arises. The clawback is in the form of an additional 10% tax on the recoupment. 
 
The ATO has stated that once the legislation has passed, taxpayers will need to review their position for 
the 2019-20 year to ensure compliance with the new laws. We will keep you up to date of the progress of 
these reforms.  
 
 

What we need from you 

This is a general list of what to have ready when we next meet with you: 
 
 Accounts data file (MYOB, Quickbooks, access to Xero) 
 Debtors & creditors reconciliation 
 Stocktake if applicable (or, if your business is a Small Business Entity, use the simplified trading stock rules 

mentioned) 
 30 June bank statements on all relevant loan documents 
 Documents on new assets bought or sold, including the date you entered the contract and the date the 

asset was first used or installed ready for use 
 Payroll reconciliation 
 Superannuation reconciliation 
 Bank statements on operating accounts 
 Cash book (if applicable) 
 30 June statements on any investment or operating accounts 
 
And, if we are preparing your individual income tax return: 
 
 Income statement 
 Tax statements of managed investment funds  
 Interest income from banks and building societies 
 Dividend statements for dividends received 
 For share sales or purchases, the purchase and sale contract notes 
 For real estate sales or purchases, the solicitor’s correspondence for the purchase and sale 
 Rental property statements from real estate agent and details of other expenditure incurred 
 Work related expenses 
 Self-education expenses 
 Travel expenses 
 Donations to charities 
 Health insurance and rebate entitlement 
 Family Tax Benefits received 
 Commonwealth assistance notices 
 Medical Expenses (if these relate to disability aids, attendant care or aged care services) 
 IAS statements or details of PAYG Instalments paid 
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 Details of any transactions involving cryptocurrency (e.g., Bitcoin) 
 Details of any income derived from participating in the sharing economy (e.g., Uber driving, rent from 

AirBNB, jobs completed through Airtasker etc.,) 


