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You may have noticed that I have not distributed a Dowd Report for some time. This has been deliberate
on the basis that there has been little in the way of tax news of late and I do not believe in sending out
material to readers just for the sake of doing so when there is nothing substantive to report.

That hiatus commenced when the Government went into election mode with the consequence of any
legislative changes also being suspended for that (very long) period.

However, the Parliament has returned and there have been some legislative changes that are now law
and there remain a significant number of tax measures that are yet to pass and you would, no doubt, be
aware that the Government does not have a majority in the Senate. 
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LEGISLATION/PROPOSED CHANGES
On 12 October 2016, the Bill to amend the Rates Act to increase the third personal income tax threshold
from $80,001 to $87,000 passed both Houses and now awaits Royal Assent.

Last month, the Single Touch Payroll (“STP”) system was enacted. The STP is meant to do away with
annual employer reporting and introduce real time reporting. The tax professional bodies have been
holding discussions about this system with the ATO. From these, it would seem that an annual
“finalisation” process by employers would still be critical under STP and that the ATO would not pre-fill an
employee's tax return with information submitted under STP until that annual process had taken place.
The discussion also included whether STP will be able to provide businesses with a pre-filled BAS without
significant additional costs to the ATO and/or businesses.

Listed for debate in the Senate is a Bill to implement the Government’s proposal to reduce the corporate
tax rate for small businesses with an aggregated turnover of less than $10 million to 27.5% for the 
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LEGISLATION/PROPOSED CHANGES (cont.)
2016-17 financial year and progressively extend that lower rate to all corporate tax entities by the 2023-24
financial year; and further reduce the corporate tax rate in stages so that by the 2026-27 financial year,
the corporate tax rate for all entities will be 25%. It remains to be seen the result of that proposal.

Of significant interest to our rural clients and associates are the Government’s proposed changes to the
so-called “Backpacker Tax”. These changes are as follows;
•

•

Readers with concerns about these measures should contact their Morse Group representative for
assistance.

On 15 September 2016, the Government announced important changes to its 2016-17 Budget
superannuation measures including:
• 

• 

• 

For readers who have superannuation planning issues around these announced measures, please consult
with your Morse Financial Services representative.

It should be noted that Labor has previously indicated that it would oppose the Government’s plans to
allow catch-up concessional contributions. Labor also rejected the Government’s proposal to allow tax
deductions for all personal superannuation contributions up to age 75. 
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Dumping the proposed $500,000 lifetime cap on non-
concessional contributions (backdated to 1 July 2007). Instead,
the lifetime cap will be replaced by a reduced non-concessional
cap of $100,000 for individuals with superannuation balances
below $1.6M;
Not proceeding with the proposal to remove the work test for
making contributions between ages 65 – 74; and
Deferring to 1 July 2018 the start date for catch-up concessional
contributions for superannuation balances less than $500,000.

From 1 January 2017, the tax rate applying to working holiday makers will be 19% on earnings up to
$37,000 with ordinary marginal rates applying after that; and
Employers of working holiday makers will be required to undertake a once-off registration with the ATO
in order to withhold at the 19% rate. Employers who do not register will be required to withhold at the
32.5% rate and may be subject to ATO penalties.



In Re Carr and FCT [2016] AATA 638, a taxpayer failed before the AAT to discharge the onus of proving that
default assessments were excessive.

The “take out” from this case is that it emphasises that not only had the taxpayer had to prove that the
assessments were excessive but what his actual taxable income was and that furthermore, this required
him to not only identify those categories of activity that generated income, but also to prove that there
were no others that did so.

In a similar case (Re Zhang and FCT [2016] AATA 662), a taxpayer was only partly successful in
discharging the onus of proving that various amounts deposited into his bank accounts over 8 income
years were not income.

The AAT rejected claims in respect of amounts where there was no evidence as to the source of the
amounts and, thus, by default, unable to prove they were not income. This case emphasises the
importance of retaining contemporaneous evidence of relevant transactions that may become critical into
the future.

In Re PBKQ and FCT [2016] AATA 681, the AAT confirmed the position that journal entries in the books of
account do not “create” transactions but are only evidence of an actual transaction. The facts are not 
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particularly relevant herein but confirm that journal entries are
not of themselves evidence of payment, let alone of expenses
having been incurred.

In a South Australian case before the Supreme Court (Hudson
v FCT), the taxpayer had his appeal against his conviction for
failing to lodge income tax returns for some 8 years despite
receiving Final Notices to lodge the returns.

The “take out” from this case is that it can be very dangerous
to ignore Final Notices or, indeed, other Requests for
Information issued by the ATO.  



Recently, an Assistant Commissioner provided an insight into the ATO’s approach to client and industry
engagement. He said that the engagement strategy involves 2 key aspects – making compliance easy –
and making non-compliance hard. To date the ATO has focused its “early engagement process” on Large
Public Groups and Multinationals but is now extending that process to all business clients thereby
delivering an enterprise-wide approach.

The process involves taxpayers’ advisers seeking to obtain advice on the attitude of the ATO to putative
transactions before they occur so that the transactions can then proceed in the knowledge of that attitude.
This process can only have some advantages where there is time to seek the ATO advice before the
transaction is completed – on occasions, there may be insufficient time available before a commercial
arrangement is proposed to complete.

Clients and associates should bear in mind this process where significant transactions are in
contemplation. 
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OTHER TAX NEWS

UPCOMING LAWYERS SEMINAR 
The last in our series of Lawyers Seminars for 2016 is scheduled for
29 November (in our Bathurst office) and 30 November (in our Orange
office). The topic of the Seminar will be “Damages and Settlements –
Income Tax and CGT Issues”.

Further details will follow to those on the mailing list.

PAUL L DOWD
TAX COUNSEL
MORSE GROUP

The world of tax remains as dynamic as it ever was despite some apparent periods of little activity. The
Morse Group stands ready to deal with issues be they contemporary or of the “old chestnuts” variety and
we welcome any contact where we may be of assistance.

In the meantime, kindest regards, 
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