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01 Year-end tax bulletin

Introduction

The end of the tax year is an important time
to ensure that your tax affairs are in order.

In this year's BDO year-end tax bulletin,

we summarise the tax highlights from the

2025 Federal Budget and important considerations
for different groups of taxpayers. In addition,

we outline ongoing year-end issues as they

relate to:

+ Individuals

+ Trusts

+ Investment and capital gains tax

- Companies

+ Employment

+ Tax accounting

« Compliance.

This document is not exhaustive, and your
individual circumstances must be considered.

Please consult your BDO adviser before acting
on the information in this document.



https://www.bdo.com.au/en-au/insights/budget/australian-federal-budget
https://www.bdo.com.au/en-au/services/tax
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Budget
announcements

The 2025 Federal Budget was handed down
on 25 March 2025. Some of the main revenue
initiatives with immediate impact are:

Personal tax cuts from 1 July 2026
— Cost-of-living tax cut support

Restricting foreign ownership of housing.

Further information is available in
BDOQO's Federal Budget 2025 report.



https://www.bdo.com.au/en-au/insights/budget/australian-federal-budget
https://www.bdo.com.au/en-au/federal-budget/2025
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Individuals

Individual tax rates

There has been a change to the individual income tax rates for the
2025/26 and subsequent financial year. Personal income tax rates

for the income threshold $18,200 to $45,000 from 16 per cent

to 15 per cent from 1 July 2026 and 14 per cent from 1 July 2027.
There is no change to the income tax rates for the 2024/25 financial
year. At the time of writing there are no pending changes to individual
tax rates for the 2025/26 tax year.

Income tax rates - resident taxpayers — 30 June 2025

BDO insights
Use of an individual's fame
by related entities

Income tax deductions

* Home office expenses: Taxpayers who are claiming home office

expenses must comply with the Tax Office’s requirements which
cover eligibility to claim additional running expenses, and expenses

you cannot claim. The costs you cannot claim include general household

items such as tea and coffee, employer provided items and employer
reimbursed items.

Substantiation: Where you are claiming deductions for work related
expenditure such as laundry, travel expenses, car expenses and phone

ATO changes to working
from home deduction

or internet expenses, you must comply with the substantiation
provisions. These rules may require you to maintain logbooks
$0 - $18,200 0% and diaries, and to retain invoices and documentation.

Threshold Rate

$18,201 - $45,000 16.0% Restricting foreign ownership of housing

$45,001 - $135,000 30.0% + Inthe 2025 Federal Budget the Government announced that, effective
from 1 April 2025, foreign persons (including temporary residents and
foreign-owned companies) will be banned from purchasing established
$190,001 + 45.0% dwellings for two years. Exceptions to the ban will include:

$135,001 - $190,000 37.0%

— Investments that significantly increase housing supply or support

+ The Medicare Levy is payable in addition for qualifying taxpayers.
the availability of housing on a commercial scale; and

The Medicare levy low-income thresholds have been announced to

be increased from 1 July 2024 to provide cost of living relief as follows: Purchases by foreign-owned companies to provide housing
~ Singles $27,222 for workers in certain circumstances.

—  Couples $45,907 with an additional $4,216 for each dependent Note: at the time of writing, this has not been legislated.
child/student

Single seniors and pensioners $43,020

Family seniors and pensioners $59,886.



https://www.ato.gov.au/individuals-and-families/income-deductions-offsets-and-records/deductions-you-can-claim/working-from-home-expenses
https://www.bdo.com.au/en-au/insights/tax/technical-updates/use-of-an-individual-s-fame-by-related-entities
https://www.bdo.com.au/en-au/insights/tax/technical-updates/ato-changes-to-working-from-home-deduction
https://www.bdo.com.au/en-au/insights/tax/technical-updates/use-of-an-individual-s-fame-by-related-entities
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Federal Election
announcements

$20,000 instant asset write-off

+ The Labor Government will extend the small
business $20,000 instant asset write-off for
12 months to 30 June 2026.

$1,000 instant work-related tax deduction

+ Individual taxpayers earning income from
their labour can claim an instant $1,000
work-related tax deduction without any
substantiation of the expenses.

Superannuation balances above $3 million

+ The Labor Government indicated it will
reintroduce the Bill to tax earnings at 30 per
cent for Superannuation funds with balances
above $3 million. It is assumed this will include
the previous proposals to tax unrealised gains
and not index the $3 million asset threshold,
but this is yet to be confirmed. It is also not yet
clear whether the start date for this proposal
will still be 1 July 2025 or a later date.
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Trusts

Ensure all necessary actions regarding trust distributions and other
principal trust taxation matters, are appropriately executed and
documented by 30 June 2025:

Trust deed

* Review the trust deed: The trust deed should be reviewed with
a particular focus on specific definitions, and the trustee’s powers
in relation to the distribution of trust income and capital.

Trust distributions

« Distribution resolutions: Most discretionary trust deeds require
distribution resolutions be made on or before 30 June. When making
a resolution, trustees (and directors in the case of corporate trustees)
must ensure the requirements of the trust deed, and in the case of
corporate trustees the company constitution and Corporations Act
have been complied with, which generally included that the resolution
be made in writing. The ATO also considers trustee distribution
resolutions be made in writing by 30 June.

Streaming: Trustees can stream franked dividends and capital gains to
specific beneficiaries by making the beneficiaries specifically entitled
to these amounts. The trust deed needs to be reviewed to see if it
allows this. Generally, streaming is permitted if the trust deed does
not expressly disallow this. This is an alternative to distributing franked
dividends and capital gains on a proportional basis as part of the
ordinary distribution. It is important to check that the trust deed does
not disallow streaming. The tax rules around streaming are complex
and you should ensure you obtain expert advice.

Non-residents and capital gains: Where an Australian resident
discretionary trust makes a capital gain, non-resident beneficiaries
will be subject to Australian tax, even if the relevant assets are not
taxable Australian property. Also note non-residents are not entitled
to the 50 per cent CGT discount. In this instance, a trustee could
consider streaming the capital gain to a resident individual beneficiary
to at least obtain the benefit of the 50 per cent CGT discount.

Trust distributions funnelled through a low taxed person

— Section 100A: The Tax Office has issued new guidelines on the
application of Section 100A of the Income Tax Assessment Act 1936
to trust distributions. Section 100A is an anti-avoidance provision
seeking to prevent a tax benefit arising under a ‘reimbursement
agreement’ that results in the trust beneficiary passing on the benefit
of the trust distribution to another person to obtain a tax benefit.
However, in a recent court case it was held that Section 100A did not
apply because there was no evidence that there was a reimbursement
agreement before the trustee resolves to make the distribution.

This was a complex case and reliance should not be made on this case
without specialist advice, speak to your BDO adviser. Where Section
100A applies, the beneficiary is deemed to never have been made
presently entitled to the share of trust income and therefore

the trustee is assessed at the top marginal tax rate for individuals,
without access to the CGT discount.



https://www.ato.gov.au/businesses-and-organisations/trusts/in-detail/trust-reimbursement-agreements/trust-taxation-reimbursement-agreement
https://www.bdo.com.au/en-au/services/tax
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Trust losses

Where a trust has a tax loss those losses can be carried forward to future
years to be offset against future income, provided the trust satisfies the
trust loss recoupment tests, which requires that there be a substantial
continuity of underlying ownership of the trust. These rules are very
complex and should be discussed with your BDO contact if more
information is required.

Division 7A and UPEs

 Corporate beneficiaries: If trust distributions are made to corporate
beneficiaries, careful planning is required if it is intended the distribution
is to remain as an present entitlement (UPE). In particular there is the
potential of Division 7A applying. Division 7A broadly applies to treat
as unfranked dividends, loans and payments made to shareholders and
associates of private companies, in certain circumstances.

If the Trust has a UPE to a private company and the trust has made a
loan, debt forgiveness or payment to a shareholder of a private company
or a shareholder’s associate, the loan, debt forgiveness or payment may
be deemed to be made by the private company with the potential of
Division 7A applying to treat the loan, debt forgiveness or payment to

be an unfranked dividend to the shareholder or their associate.

+ There is also the potential of Division 7A applying directly to the UPE
if the trust itself is a shareholder or associate of a shareholder of the
private company if the UPE has been converted into a loan from the
private company.

The Tax Office has issued new guidelines on the operation of Division
7A of the Income Tax Assessment Act 1936 in relation to when unpaid
present entitlements (UPEs) made by trusts to private companies

are converted into a loan from the private company to the trust.
These apply for the year ending 30 June 2024. However, a recent court
decision has brought into question whether the ATO’s view of when

a UPEs between trusts and corporate beneficiaries can be deemed to
be a loan for Division 7A purposes. However, the ATO has requested
the High Court accepts an appeal of this case, and the ATO has
indicated that until the appeal is heard, their stated position regarding
the application of Division 7A stands. You should discuss this issue
with your BDO contact before disregarding the ATOs position.

Division 7A minimum payments: Ensure any payments relating
to Division 7A loans that have been placed under a complying loan
agreement or return on investments on UPE sub-trust investment
arrangement have been made in the correct relevant timeframe.

Trust reporting

» Tax File Number trust reporting: Trustees of resident discretionary

trusts, family trusts and closely held trusts are required to obtain tax file

numbers from beneficiaries, and report all new beneficiaries for the year

to the Tax Office by 31 July each year.

BDO insights

ATO Section 100A ruling, PCG
and the Guardian decision on trust
reimbursement agreements

Eight key trust compliance activities
to consider at end of financial year



https://www.bdo.com.au/en-au/services/tax
https://www.ato.gov.au/general/tax-planning/in-detail/unit-trust-arrangements/
https://www.ato.gov.au/Business/Reports-and-returns/Due-dates-for-lodging-and-paying/Due-dates-by-topic/TFN-reporting-for-closely-held-trusts/
https://www.ato.gov.au/Business/Reports-and-returns/Due-dates-for-lodging-and-paying/Due-dates-by-topic/TFN-reporting-for-closely-held-trusts/
https://www.bdo.com.au/en-au/insights/tax/technical-updates/use-of-an-individual-s-fame-by-related-entities
https://www.bdo.com.au/en-au/insights/tax/articles/eight-key-trust-compliance-activities-to-consider-at-end-of-financial-year#:~:text=The%20trustee%20of%20a%20trust,This%20is%20generally%20in%20writing
https://www.bdo.com.au/en-au/insights/tax/technical-updates/ato-section-100a-ruling-pcg-and-the-guardian-decision-on-trust-reimbursement-agreements
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Investment and capital gains tax (CGT)

Timing and planning are everything when it comes to assessing your CGT strategy and calculating
your CGT bill at the end of financial year:

« Small business capital write-off: The small business instant capital asset write-off has a threshold
of $20,000 for qualifying assets. Qualifying assets must be acquired and either used or be
installed ready for use by 30 June 2025 (see above re Federal Election announcement to extend
to 30 June 2026).

» CGT cost base: Ensure all amounts that can be included in calculating the cost base of CGT assets
have been identified. These include:

Money paid for the CGT asset

Incidental costs of acquiring the asset such as marketing, search fees, or borrowing expenses
Costs of owning the asset including repairs and insurance premiums

Capital costs to increase or preserve the value of your asset or to install or move it

Costs of preserving or defending ownership of the CGT asset.

Date of CGT events: Ensure you identify the correct date of your CGT events. This is generally the
date on which a contract is signed. If there is no contract of sale, the CGT event is usually when you
stop being the asset’s owner.

CGT discount: Capital gains realised by individuals and trusts can be discounted by 50 per cent and
by one third for super funds where the asset was held for at least 12 months. Where the assets sold
were formerly used in a business, small business CGT discounts may also be available.

Pre CGT: Where assets were acquired prior to 20 September 1985, they may not be subject to CGT.
You may need to confirm with your BDO adviser.



https://www.bdo.com.au/en-au/services/tax
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Companies

Leading into the end of the financial year, consider whether your company
will pay a dividend, how many franking credits it has, and how those credits
will be used.

* Company tax and franking rates: Confirm whether the income tax rate
and franking rate applicable to your company is 25 per cent or 30 per
cent. Be aware that changing between rates could give rise to franking
credits being trapped within the company.

Carried forward losses: The loss carried forward rules allow losses to be
indefinitely carried forward to be offset against future income, subject to
the company satisfying continuity of ownership tests or continuity of
business tests. You should discuss this with your BDO adviser.

Franking deficits tax and lodgement of franking account return:

If the company’s franking account is in debit at the and of the tax year,
franking deficit tax may be payable. Ensure you confirm whether your
company has a franking deficit soon after year end, as franking deficits
tax for the year ending 30 June 2025 is payable and the franking account
return is required to be lodged by 28 July 2025.

BDO insights

Off-market share buy-backs:
proposed crackdown

TD 2022/11 revised ATO view
on Division 7A and UPEs

Division 7A: Loans, debt forgiveness, payments and other forms of
financial accommodation from private companies to their shareholders
and shareholders’ associates may attract Division 7A and could give
rise to deemed dividends. Ensure you have identified and documented
all relevant arrangements between the private company and its
shareholders or shareholders’ associates, and that you have made

the relevant minimum repayments.

Restricting foreign ownership of housing: Note the 2025
Federal Budget announcement that, effective from 1 April 2025,
foreign-owned companies will be banned from purchasing
established dwellings for two years, subject to limited
exceptions (see commentary under “Individual” above).

Full Federal Court rules
on Bendel Case - Division 7A

No franking credits on dividends
funded by capital raisings



https://www.bdo.com.au/en-au/services/tax
https://www.bdo.com.au/en-au/insights/tax/technical-updates/use-of-an-individual-s-fame-by-related-entities
https://www.bdo.com.au/en-au/insights/tax/technical-updates/off-market-share-buy-backs-proposed-crackdown
https://www.bdo.com.au/en-au/insights/tax/technical-updates/td-2022-11-revised-ato-view-on-division-7a-and-upes
https://www.bdo.com.au/en-au/insights/tax/technical-updates/full-federal-court-rules-on-bendel-case-division-7a
https://www.bdo.com.au/en-au/insights/tax/technical-updates/no-franking-credits-on-dividends-funded-by-capital-raisings
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Employers

There have been some changes that employers need to consider.

Superannuation Contractors

* Super guarantee charge (SGC) rate: The SGC rate
for employer superannuation contributions is 11.5
per cent for the year ending 30 June 2025, this is
scheduled to increase to 12 per cent on 1 July 2025.

Deductions for SGC contributions: Superannuation
contributions are only deductible if they are paid by
the employer by 30 June 2025.

SGC contribution date: Employer SGC contributions
must be received by the fund no later than the twenty
eighth day after the end of the relevant quarter.

For the 30 June 2025 quarter, the contribution

must be received by 28 July 2025.

SGC statement: Where there is a shortfall of SGC
contributions, an SGC statement must be lodged

no later than the twenty eighth day of the second
month following the end of the quarter (for example,
28 August for 30 June).

Where you engage independent contractors,

ensure they are properly classified for pay as you go
withholding (PAYGW) and SGC purposes. For PAYGW
purposes, where the contractor is not an employee,
you are not required to withhold PAYG and send it to
the Tax Office. However, for SGC purposes, certain
independent contractors who have been engaged
primarily to supply their labour will be subject to

the SGC rules, and the user of their service may be
required to pay superannuation for them or pay SGC.
Both sets of rules have changed recently, and you
should discuss these with your BDO adviser.

BDO insights

What Australian employers need to
know about their payroll tax obligations

-y

Increase in the superannuation
transfer balance cap

3
i



https://www.ato.gov.au/Forms/Super-guarantee-charge-(SGC)-statement/#Gettheform
https://www.bdo.com.au/en-au/services/tax
https://www.bdo.com.au/en-au/insights/tax/technical-updates/use-of-an-individual-s-fame-by-related-entities
https://www.bdo.com.au/en-au/insights/advisory/articles/what-australian-employers-need-to-know-about-their-payroll-tax-obligations
https://www.bdo.com.au/en-au/insights/superannuation/increase-in-the-superannuation-transfer-balance-cap
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Tax accounting

There are a number of basic tax rules that need to be
considered approaching the end of the financial year.

* Income derivation: Confirm if you are a cash or
accruals taxpayer. Can you defer the recognition
of income? If you are in losses, can you
accelerate the recognition of income?

Deductions incurred: Deductions for expenses
are generally allowed when the expenses are
‘incurred’. Ensure you have incurred expenses
prior to year-end. Provisions and most accrued
expenses are not generally deductible.

Prepaid expenditure: Can you pay

deductible expenditure prior to 30 June

2025? Immediate deductions will arise for
prepayments of salary, amounts to be paid
under a court order or law, and amounts under
$1,000. Small and medium sized enterprises
can generally deduct any prepaid expenditure
when paid if the service period does not

exceed 12 months. Other prepaid expenses

are generally deductible over the service period.




11 Year-end tax bulletin

Compliance

In addition to the traditional income tax compliance
provisions, there are further compliance measures
that should be considered approaching the end of
the financial year.

+ Taxable payments reporting system:
Certain businesses operating in a variety of
industries — including construction, courier
services, information technology and security
— that engage independent contractors may

be required to lodge a Taxable payments annual
report (TPAR) with the Tax Office.

Director penalties: Company directors

should review their companies’ reporting
mechanisms to ensure they are adequately
informed of their companies’ financial position.
The director penalty provisions may leave
directors personally liable where their company
fails to make PAYGW, SGC and GST payments
by the due date.

To learn more about specific end of financial
year reporting or planning requirements for
your business, contact your BDO adviser.

e



C:\Users\tcoish\AppData\Local\Microsoft\Windows\INetCache\Content.Outlook\SDZ1M220\Taxable payments annual report | Australian Taxation Office (ato.gov.au)
C:\Users\tcoish\AppData\Local\Microsoft\Windows\INetCache\Content.Outlook\SDZ1M220\Taxable payments annual report | Australian Taxation Office (ato.gov.au)
https://www.bdo.com.au/en-au/services/tax
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