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Overview

The 2022-23 Federal Budget is aimed at moving business into the digital
era with both carrots and sticks in the budget

The 2022 Federal Budget’s changes to tax laws

are focused almost exclusively on businesses,
specifically on lifting digital capability and adoption. The
Governmentis providing $1.0 billion to businesses
investing in digital technologiessuch as cloud computing,
cyber security enhancements and online platforms.

For companiesthatinvestedin appropriate

accounting software,the budget will give them the ability
to choose to have their pay as you go (PAYG) instalments
calculatedbased on currentfinancial performance.Both

these measures should increase business'cashflow.

However, moving businesses onto complying digital
platforms allows the ATO to expand its audit activity and
data-matching capabilities. We see this coming through the
further investment in this year's budget into the Tax
Avoidance Taskforce (that has had significant success with
high wealth individuals) and the initiative to digitise trust

reporting and processing.

Significant tax changes for personal

taxpayers were missing in this year's budget, with

the Government preferring to focus on other incentives such
as cost of living relief and improving paid parental leave.



Key Takeaways

The b key points of the Federal Budget 2022-235
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Support for
businesses

COVID-19 concessions

and the Australia-UK Free

Trade Agreement

continue to provide support

for businesses.

Upskilling
& digital incentives

Small businesses will be
able to deduct an
additional 207 of costs
incurred to upskill staff
and to invest in
technology and digital
adoption.
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Support for costs of
living

Cuts to fuel excise tax,
increases to the LMITO
and Medicare levy low-
income threshold wiill
provide some relief from
increased costs of living.

ATO focusing
on trusts

ATO given additional
funds for compliance
activity. Targets
include private
groups, trusts and high
wealth individuals.

Expanded Employee
Share Schemes

Regulatory reforms

will enable employers

to make better use

of Employee

Share Schemes to attract
and retain staff.



What the budget means for individuals

Personal
Finances

Helping Australians with the cost
of living via fuel excise cuts and
tax offsets

FEDERAL BUDGET OVERVIEW 2022-23 4



Helping Australians with the cost of living

The Budget is providing cost of living relief through a temporary reduction in
fuel excise and a tax offset for low and middle income earners.

Temporary Reductionin Fuel Excise Cost of Living Tax Offsetincreased
The exciseduty for fuel and petrolwill be reduced by The Budget will increase the existinglow and middle

507 for 6 months,with consumersexpected to save income tax offset (LMITO) by $420.Accordingly,the
approximately 22 cents per litre. The measure will take maximum benefit has increased for the 2021-22

effectfrom12.0lamon 30 March 2022, however income year to $1,500 for individuals and $3,000 for
consumers willonly see the effectsin a few weeksas couples.

fuel stocksare turned over.To ensure the savings are
passedonto consumers,the competition watchdog will
be monitoring retailers.

Importantly,at the end of the six monthsat 11:59pm on
28 September2022,the excise duty willrevertto the
previousrates andincludeindexation that would have
occurred duringthe previous 6-month period.
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Increasing the Medicare Levy

Low-Income Thresholds

From 1 July 2021, the Medicare low-income thresholds for seniors,
pensioners, families and singles will increase.

$23,365
Singles (Seniors and Pensioners) [ERLN(0] $36,925
Families (Seniors and Pensioners) [EisiKelel! $51,401

For each dependent or child, the family income thresholds above increase by $3,619 (up from $3,597).
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What the budget means for businesses

Business
Finances

More deductions, further incentives
and encouragement for businesses to
enhance their digital capabilities
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COVID-19 tax concessions

Certain state and territory COVID-19 business
support programs treated as non taxable
(NANE) income will be extended to 30 June
2022.

Some typesof COVID-19governmentgrants and support
programsare treated as non-assessable non-exempt (NANE)
income.The treatmentof these payments as non taxable (NANE)
income will be extended to 30 June 2022.

Note: The NANE tax treatmentonly applies to eligible COVID-19
grants directed at supporting businesses in geographical areas
that have been significantly disrupted by public health
directives.

Click here for full list of NSW and VIC COVID-19 grants and
support programsthat will be treated as non taxable (NANE).
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COVID-19 tests, including Polymerase
Chain Reaction (PCR) and Rapid Antigen
Tests (RAT), will be made tax deductible
for businesses and employees.

From1 July 2021, work-related COVID-19test expenses
incurred by individuals will be tax deductible. This applies
both when an individual is required to attend the workplace
or has the optionto workremotely.

For businesses, fringe benefits tax (FBT) will not apply for
COVID-19tests provided to employeesfor the purposes of
allowing employeesto attend a place of work.

This change will take effect from the beginning of the
2021-22 tax year and will be in place permanently.



https://www.ato.gov.au/General/COVID-19/Government-grants,-payments-and-stimulus-during-COVID-19/Tax-implications/Eligible-COVID-19-business-grants-and-support-programs/

Boost to small businesses

Small businesses are being given a boost by two incentives — the
skills and training boost and the technology investment boost.

Skills and Training Boost
Businesses with aggregated annual turnover of less than

$50 million willbe able to deduct an additional 20 per
cent of expenditureincurred on external training courses
provided to their employees. The external training
courses willneed to be provided to employees

in Australiaor online,and delivered by entitiesregistered
in Australia.

The boost for eligible expenditureincurred from Budget
Night to 30 June 2022 will be claimed in the 2023
income year,while the 207 boost for expenditure
incurredinthe 2023 and 2024 income years will be
includedin theincome year the expenditureis incurred.

Technology and investment boost
Thisincentiveis aimed at encouraging smallbusinesses to

investin depreciatingassets that supportdigital adoption
technologies,such as portable payment devices, cyber
security systems or subscriptionsto cloud-basedservices.

Businesses with aggregated annual turnover of under $50
million will be able to deduct an additional 20 per cent of
eligible expenditure for the 2022 and 2023 income years.

The 20% boost for eligible expenditureincurred from
Budget Nightto 30 June 2023 will be claimableinthe 2023
income year. Thereis an annual cap of $100,000 of eligible
expenditure that applies to this measure,i.e.a maximum
additionalboost deduction of $40,000 can be claimedin

the 2023 income year.



Expanded Patent Box Scheme

Expanding the Patent Box Scheme announced in the 2021-22 Budget
to agricultural and low-emissions technology sectors

The Patent Box Scheme will be extended to companies Likewise,the Scheme will apply the 1722 concessional
workingoninnovationsin the agriculturaland low-emissions tax rate to profits generated by patents on low emissions
technologysectors. The Scheme will apply to patents linked technologieswhere the researchand developmenttook
to agriculturaland veterinary chemical productslisted on the place in Australia.

APVMA,PubCRISregister,or eligible Plant Breeder's Rights.

This measure will be available to patents granted or issued
Incomederived from eligible patents that have been after 29 March 2022 and forincome years starting on or
developedin Australiain each sector will be taxed at a after 1 July 2023 for these two sectors.
concessionalrate of 1772, down fromthe currentrate of 307%
for large businesses and 257 for SMEs.
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Australia-UK Free Trade Agreement

The Australia-UK Free Trade Agreement (FTA), signed on 17 December
2021, will benefit Australian households and businesses.

Key benefits of this agreementinclude:

 Eliminationof tariffson over 99 per cent of Australiangoods
exported to the UK to create new export opportunitiesand
jobs for businesses.

* Australianhouseholds and businesses will save around $200
million a year as tariffs on British importsinto Australia on
almost all UK goods (such as cars, whisky,confectionery,
biscuits and cosmetics etc.) are being phased out within 5
years.
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Mutual recognitionof professional qualifications and
greater certainty for skilled professionals entering the UK
labour market.

Australian businesses will have the guaranteed right to bid
for a greater variety of UK governmentcontractsin a
procurement market.




Tax Audits and reviews

Increased spending and focus on
tax integrity measures

The 2022 budget evidences the government's continued focus on
business tax compliance, trustincome splitting and high net wealth
individuals. Inisolation,the announced measures may not seem
significant. However,thisis not the case when consideredin light
of the approach adoptedbythe ATO over the last 2 monthson
certaintargeted compliance measures:

1. ATO crackingdown on trustincome splitting arrangements
Section 100A targets situations whereincome flows to someone
other than the beneficiary namedin the distribution. In the past,
this would commonly occur by parents making a distribution to
their adult children but retaining the fundsin the trust, or making
the money available to themselves. Such arrangements are
referred to as'reimbursement agreements'and can be struck down
by Section100A.
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The ATO'sintentionto focus on trust income splitting
arrangementsis highlighted by the recentrelease of the
following ATO guidance:

» Taxpayer Alert 2022/1 - this alert confirms that Section 100A will apply to

arrangements where parents benefit from distributions made to children.
= Draft Taxation Ruling 2022/D1 - which discusses the application of 100A

» Draft Practical Compliance Guideline 2022/D1 - which discusses the

ATQO's approach to audits of trust income splitting arrangements.

Where section 100A applies:

» The trustee is taxed at 477

= the CGT 50% Discount is disallowed, and

= No time limits apply to preventincome tax returns from being reviewed

and amended, ie. the ATO is not limited to reviewing the last four years.



https://www.ato.gov.au/law/view/view.htm?docid=%22TPA%2FTA20221%2FNAT%2FATO%2F00001%22
https://www.ato.gov.au/law/view/view.htm?docid=%22DTR%2FTR2022D1%2FNAT%2FATO%2F00001%22
https://www.ato.gov.au/law/view/view.htm?docid=%22DPC%2FPCG2022D1%2FNAT%2FATO%2F00001%22

Tax Audits and reviews

2. ATO crackingdown on the allocation of profits within 3. Digitalising trustincome and reporting and increased tax
professional firms compliance expenditure
The ATO hasrecentlyreleasedPractical Compliance Guideline PCG

2021/4,which sets out the ATO'scompliance approach for Fromthese measures,itis not surprising that the government
assessingrisk related to the allocation of professional services has in this budgetannounced further measuresrelated to the
income to the principal and their related entities. digitalisation of trustdata and further resources beingallocated

to tax integrity and compliance measures. Specifically:
PCG 2021/4 is about arrangements where:

= Taxpayersredirecttheir professional servicesincomefroma = The governmentwilldigitalise trust and beneficiary reporting
businessto an associated entity such as a trust,and and processing. The stated objectiveisto increase pre-filling
» Theoutcomeis that thereis a significantreductionin tax. and automating ATO assurance processes.

= The governmentwill provide an additional $650 million to the
The PCG will comeinto effectfrom1 July 2022. Itis therefore ATO to extend the operation of the Tax Avoidance Taskforce
important to be consideringhow these new guidelines may affect by two yearsto 30 June 2025.
your currentarrangements,the tax you are paying and your risk of
audit.
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https://www.ato.gov.au/law/view/document?DocID=COG/PCG20214/NAT/ATO/00001

Expanding access to $=
employee share schemes

The Government WI" remove = \Whereoptionsare issued, the annual $30,000 cap can be
. accruedover five years,for a total value of $150,000.
regulatory barrlers and expand = No monetarycap where the employeeis able to
access to employee share schemes immediately take advantage of a planned sale or listing.
= Removingregulatoryrequirementsfor offersto
Employers,especially start-ups,willbenefitasemployee share independent contractors,where they do not have to pay for
schemesare a powerfultool for attracting andretaining interests.
staff.Employeesat all levelswillbe able to directlysharein
the business growththeyhelpedtogenerate. Itisimportantto note that these are regulatoryreformsnot
tax reforms. The shares or options will still be taxable under
The changesinclude: the existing employeeshare scheme tax rules.
= Removingthecurrent$5,000"valuecap"thatlimits thevalue
of sharesthatcanbeissuedtonon-executive staffeachyear. Theseregulatoryreformsbuild on the tax reformsintroduced
= Allowingemployersto offeranunlimited numberand value of earlier this year that removed cessation of employment as a
sharesprovidedthe employeeis not charged more taxing point for employee share schemes.

than $30,000 eachyear.
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