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Rates and thresholds

. Every jurisdiction has a threshold and
one rate of tax and their own Act.

. NSW threshold $600 000
. NSW rate 6%

. Interstate wages, group wages or part
year employment all reduce the
threshold entitlement.




Threshold

. Interstate wages.
1/2 wages QLD NSW threshold $300,000

. Other group members
1/2 group wages NSW threshold $300,000

- Part year employer
1/1/05 to 30/6/05 NSW threshold $297,534




Taxable wages

Allowances, Bonuses, Commissions, Wages &
Salaries paid to an employee as such.

This is the majority of any employers liability and is the
only part of the Act that uses common law employees.

Motor vehicle allowance excluded under an

award or proscribed limit of 65 cents per
kilometre. New estimate provision.

Accommodation allowances excluded under an
award or proscribed rate of $191.55

Both linked to ATO guidelines




Taxable wages

. Directors remuneration

" All monies paid in relation to a directors service are
liable even if not paid to the director or paid by the
company.

" This would include payments to the directors personal
superannuation fund or company or payments from a

trust fund to the director.
' ETP’s for directors become liable on 1/7/2003




Taxable wages

| Superannuation contributions

" All employer contributions on behalf of an employees
services are wages.

" All superannuation contributions paid under a relevant
contract are wages

" all superannuation contributions paid under an
employment agency agreement are wages.

" All salary sacrificed superannuation contributions are
liable wages

' Employee contributions from after tax income are not
wages.




Taxable wages

. Fringe benefits

" The value of a fringe benefit under the FBT legislation
became liable from 1/1/1991 as a wage.

" For the financial year 2002/2003 the returnable tax
able value was grossed up at 1.9417.

" From 1/7/2003 the FBT value was fully grossed up so
that in all jurisdictions the value found at Question 15
of the FBT return was returnable as the basis of
liability.

" Almost all clients return 1/12 of the March 2005 FBT
return for the 2005/2006 year.




Taxable wages

. Eligible termination payments.

" The value of an Eligible Termination Payment is
determined in line with Section 26 of the Income Tax
Assessment Act.

" This make compliance easier for employers.

" From 1.7.2002 ETP’s for employees or former
employees became wages

" From 1.7.2003 ETP’s for directors or former directors
became wages

" From 1.7.2005 ETP’s for contractors under relevant
contracts became wages




Taxable wages

. Share schemes contributions made on behalf of:

Employees, directors, members of the governing body
of the company & former directors or members are
liable wages from 1/7/2003.

Liable value is the market value of those shares or
options determined under the ATO methodology less

any employee contribution.

Liability upon grant or legal right, employers choice:
1 declare now and reassess if rescinded, or
» declare when option or share taken up.

The 2005 changes are backdated to 1/7/2003




Taxable wages

Trust distributions
Beneficiary must provide service
must be a “wages shortfall”
distribution in year of service or following year.

Taxable component is:

Combined value of wages and distribution, or
combined value up to the award or regulated limit
whichever is the lesser

Regulated amount $1027.30 a week.
1//7/05 distributions through related trusts




Exempt wages

Employers do not pay payroll tax on wages
paid to:

apprentices from 1.7.2002. partial exemption for 2
years prior to that.

trainees from 1/1/2004 but it does not apply to
“existing worker trainees”

employees taking part in emergency operations
employees taking part in military activities
employees on workers compensation except “make
up” pay

Investment advisers 1/7/2003 (PT 64)




Contractors

Payments to contractors have been wages paid to
deemed employees under Section 3A from 1986.

Each contract for services is liable wages unless
excluded under 7 general and 3 specific exclusions.

Contracts are excluded if within a financial year:

the services are provided for less than 90 days, or

the contractor engages labour to carry out the
contract, or

the services are of a kind the business does not
ordinarily require and are supplied by a person who
supplies such services to the public generally,or




Contractor exclusions

the services are not ordinarily required by the business
for a period exceeding 180 days

good are used or provided by the person such that the
labour is ancillary

the rate of payment is $800,000 per annum or more

the Chief Commissioner is satisfied that the person
provides services of that type to the public generally.

Specific exclusions:

services ancillary to conveyance of goods

services related to insurance being procured

services in relation to door to door sales to consumers




Employment agencies.

All jurisdictions have agency provisions and
the following is consistent:
" the agency is taken to be the employer

" all payments to the contract worker are taken to be
wages

" contract worker can be a person or corporation
" contractor exclusions do not apply
" does not apply to a contract of employment




Employment agencies

In NSW the agency has no liability if a declaration
states that:

1 the contract worker is a liable employer and NSW
PRT has been paid,or

2 the business user is exempt from NSW PRT, or

3 the combined value of business wages and
contract payments is insufficient to register

If the declaration ceases to apply in 2 & 3 the
business must register for NSW payroll tax

The onus of proof on contractor and agency
exclusions is with the business.




Grouping: Payroll tax

Employers who are grouped get one threshold for the
group
There are 3 major primary groups:
" related corporations
" employees of one business working in another
business
" 2 or more businesses controlled by the same
people.

All trusts are defined as businesses




Grouping. Corporate groups

Related corporations within the
meaning of the Corporations Act 2001
are a primary group

Holding company - subsidiary as defined

Trustee corporations are taken to be
carrying on a business

Corporations must be registered in
Australia




Grouping: Common employees

If a business has an agreement where
its employees work solely or mainly In
connection with another business then
the 2 businesses are grouped.

This provisions primarily applies to service
business or service trusts.

Services to other business




Grouping: Common control

One or more persons with a controlling interest
in 2 businesses

Controlling interest through:

" sole ownership or exclusive ownership
" directors > 50% voting power

" corporations > 50% voting shares

" partnerships > 50% income/capital
" beneficiaries > 50% interest




Tracing provisions for corporations

Example of an aggregate interest.

. 80% shareholding in Able P/L (direct)

. 90% shareholding in Bravo P/L (direct)

. Able P/L 50% shareholding in Bravo P/L (direct)

. Jones has 80% of 50% in Bravo P/L = (40%
indirect)

. Aggregate interest.
" 40% (indirect) + 50% (direct) = 90% (aggregate)

Mr Jones has common control of both companies




Grouping: exclusion orders

I' The Chief Commissioner can consider
exclusion requests if satisfied the applicant
carries on their business substantially
iIndependently of the other members of the
group.

I Only available to groups established
through:

common employees, or

common control involving trusts, or
tracing provisions of corporations




Compliance issues

Reassessments up to 5 years
Interest 13.61% per annum.

Penalty tax

" 0% Voluntary disclosure, outside of
clients control

" 25% Failure to take reasonable care but
no intentional disregard of the law

" 75% Intentional disregard of the law

Objections & reviews
60 days object,

90 days review Tribunal or Supreme court.




Client Compliance issues

. Liability of contractor payments

. Differences with

" Superannuation Guarantee
" WorkCover
" ATQO contractor provisions

. complexity of grouping provisions

. Principal contractor liability and the
declaration




Questions




