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“I just don’t want to go to work today” - 
we’ve all heard that before, and probably 
even said it on occasions.

In August, The Peak Partnership (in it’s 
various guises) celebrated 40 years in 
business, and I racked up five decades of 
working life.

Reaching these milestones has given 
me time for reflection. Doing so made 
me realise how fortunate I’ve been 
throughout my career, by a) doing what I 
love; b) connecting with some wonderful 
and inspiring work colleagues; and 
c) building memorable and life-long 
connections with clients and business 
associates.

So rather than moaning about work, my 
greatest learning over 50 years has been 
to enjoy and embrace every experience 
for what it is. It’s made me a better person.

Personal income tax changes. 
What are you really entitled to?
The recent income tax cuts do not mean everyone automatically gets 
$1,080 back from the Government as soon as they lodge their tax 
return. The Australian Tax Office has been inundated with calls from 
people wanting to know where their money is and how they can get the 
$1,080 they now believe is owing to them. Let’s look at what’s changed.

FROM 1 JULY 2018
A low and middle income tax offset (LMITO), first introduced in the 2018-2019 Federal 
Budget, provides a tax benefit to those with taxable incomes below $125,333. 

Recent changes increase the LMITO from a maximum of $530 to $1,080 and the base 
amount from $200 to $255, and make it applicable to a greater number of taxpayers by 
increasing the threshold from $125,333 to $126,000. 

The first thing to remember is that this is a tax offset; you need to owe tax to offset the 
tax. And, if you owe tax, the offset will be first used to reduce the tax you owe. It is not a 
cash back – a point the ATO is at pains to point out, stating on its website that  
“It doesn’t mean that you will get an extra $1,080 in your tax return.”

The offset applies for a limited time. In this case, the offset applies to the 2018-2019, 
2019-2020, 2020-2021 and 2021-2022 income years. So, if you are eligible to receive the 
offset, it applies to the taxable income you earned last financial year (2018-2019) and 
you will receive any offset owing once you have lodged your tax return.
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WHAT ARE YOU REALLY ENTITLED TO?
If you earned taxable income in 2018-2019 of:

 � Less than $21,885, while you have an entitlement to LMITO  
 of $255, you do not pay personal income tax and therefore  
 cannot utilise the offset. 

 � $45,000, you will receive a tax reduction of $855 ($255 plus  
 7.5% on every dollar between $37,000 and $45,000, in this case  
 $8,000). You may also be eligible for the low income tax offset  
 (LITO), see below.

 � $85,000, you will receive a tax reduction of $1,080.

The LMITO is in addition to the existing low income tax offset 
(LITO). The LITO is available to those with taxable income of less 
than $66,667. 

The maximum offset is $445 for those with taxable incomes of 
$37,000 or less. Any amount you earn above $37,000 up to the 
threshold of $66,667 reduces the offset by 1.5%. 

Once again, the LITO is a tax offset to reduce the amount of 
tax you pay. If you do not pay personal income tax, you do not 
receive the offset as a cash refund.

FROM 1 JULY 2022
Two things occur from 1 July 2022: 

 � Income tax rate thresholds change – the top threshold of   
 the 19% personal income tax bracket increases to $45,000   
 (currently $37,000), effectively providing a tax cut to all   
 taxpayers earning over $18,200. The tax rate change applies to  
 resident taxpayers and working holiday makers.

 � The low-income tax offset (LITO) increases - for those with   
 taxable income of less than $66,667, the LITO base amount  
 will increase from $445 to $700. However, the LITO will   
 reduce quicker than it currently applies with amounts above  
 $37,500 reducing by 5% for amounts up to $45,000, then 1.5%  
 to $66,667.

These changes assume that the Government does not scale back 
the income tax changes in a future Budget.

FROM 1 JULY 2024
From 1 July 2024, the 32.5% marginal tax rate will reduce to 30% 
and the number of taxpayers it applies to will increase, with the 
maximum threshold moving from $120,000 to $200,000. 

The tax rate change applies to resident taxpayers and working 
holiday makers. Once again, this assumes that this tax rate and 
threshold change is not amended in a future Federal Budget.

By 30 June 2019, five major financial institutions paid $119.7 million in compensation for poor financial 
advice to 6,318 customers. So how are these payments treated for tax purposes?
THE TAX TREATMENT varies according to 
why the compensation was paid and who 
the payment was made to. Compensation 
payments are made for a number of 
reasons – including fee for no service, 
deficient advice, or overcharging for 
insurance premiums for death or disability 
insurance cover. Each one has different 
tax consequences.

In some cases, the compensation will 
be assessable income and in others will 

impact the cost base of any underlying 
investment. If an investment has already 
been sold, the compensation may trigger 
a Capital Gains Tax liability and in some 
cases it will be necessary to amend prior 
year tax returns.

There may also be GST consequences. 

In general, the GST treatment will mirror 
the GST consequences for the financial 
institution that made the payment. 

If you or your superannuation fund 
claimed GST credits, these may need to 
be repaid where a compensation amount 
includes a GST component.

Managing the tax treatment of 
compensation payments can be tricky. 
If you or your superannuation fund has 
received a compensation payment, please 
let us know as soon as possible so we can 
assist you get the tax treatment right.

TAXABLE INCOME* MIN. OFFSET MAX. OFFSET

<$37,000 $255 $255

>$37,000 - <$48,000# $255 $1,080

>$48,000 - <$90,000 $1,080

>$90,000 - <$126,000† $1,080

$126,000+ $0 $0

* Your taxable income is the income you earn less any deductions you claim 
 (not your salary).
# Offset entitlement is $255, plus 7.5% of the excess to a maximum of $1,080.
† Offset entitlement is $1,080, less 3.0% of the excess on taxable income above  
 $90,000.

Personal tax changes.

Compensation from financial institutions.
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The ATO has advised that small employer businesses (ie. those with 19 or fewer employees) with closely 
held employees are exempt from reporting through Single Touch Payroll for the 2019-2020 year.
There is no need for these entities to 
apply to the ATO for the concession, 
although entities will need to notify the 
ATO of closely held payees and report 
through STP from 1 July 2020.

Closely held payees receive payments 
which are not at arm’s-length (ie. they 
are directly related to the entity from 
which they receive payment) - such as 
family members of a family business and 
directors or shareholders of a company.

For 2019-2020, employers using this 
concession will report as they have in the 
past, issuing Payment Summaries to the 
relevant employees.

FROM 1 JULY 2020
For the 2020-2021 year, the ATO has 
indicated that small employers will need 
to begin reporting payments to closely 
held payees through STP – although 
these employers will have the option of 

reporting closely held payee information 
quarterly (rather than at each pay cycle).

If a business chooses to report closely 
held employee payments quarterly, they 
will have until the due date of their 2021 
tax return to finalise the information that 
has been reported for the year and make 
any adjustments to the amounts that have 
been reported.

Single Touch Payroll reporting update.

From 1 January 2020, the Government intends to restrict the value of cash payments a business makes 
or accepts to amounts under $10,000. Ignoring the limit will become a criminal offence with penalties 
of up to two years in prison and/or $25,200* in fines. Payments of $10,000 or more will need to be made 
electronically or by cheque.
Well, easy enough you say, just break it up into smaller amounts! 
But, the law has already thought of that. The cash payment 
limit will apply to the total price of a single supply of goods or 
services, regardless of whether the price is split into a series of 
payments over time. 

If a customer is making cash payments over time, for example 
instalment payments on a car, the total cash component cannot 
equal or exceed $10,000 – payments above this amount will 
need to be made using alternative payment methods. 

If a genuine mistake has been made, you will need to be able 
to prove that you “reasonably believed that a payment did not 
include an amount of cash that was equal to or exceeded the 
cash payment limit.” Making a mistake does not stop the breach 
being an offence, it merely limits the fault element. Recklessness 
is not a genuine mistake.

WHY THE CHANGE?
The cash limit initiative came out of the Black Economy Taskforce 
and targets untraceable payments. The concern with large cash 
payments is that cash can be anonymous and untraceable. 

Making payments in cash makes it easier for businesses to 
underreport income, and to offer consumers discounts for 
transactions that reflect avoided obligations, gaining an 
advantage over businesses that either cannot or will not offer 
such discounts. In other words, under the counter deals.

INTERACTION WITH AUSTRAC REPORTING ENTITIES
Dovetailing into the new cash payments limits are changes 
to AUSTRAC reporting. At present, financial services, trading 
in bullion, and gambling services generally need to report to 
AUSTRAC for transfers of physical or digital currency of $10,000 
or more.

From 1 January 2021, certain AUSTRAC reporting entities will not 
be required to report physical cash transactions of $10,000 or 
more as they will be unable to make or accept them. 

The cash payments reform was originally announced in the 
2018-2019 Federal Budget and were due to commence from  
1 July 2019 but pushed back to 1 January 2020. The reforms are 
not yet law and are currently before Parliament.

*120 penalty units for individuals. Entities face 300 penalty units per offence 
(currently $63,000).

Cash payments of $10,000 or more...gone!

“Making payments in cash makes it easier for businesses to underreport income, and to 
offer consumers discounts for transactions that reflect avoided obligations, gaining an 
advantage over businesses that either cannot or will not offer such discounts. In other 
words, under the counter deals.”
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WHAT CLOTHING IS ELIGIBLE?
If your work-related clothing falls into one of the following 
categories, you can claim the purchase cost and the costs of 
laundering that clothing:

UNIFORMS. To qualify, your uniform must be unique (designed 
only for your employer) and distinctive (with your employer’s 
logo attached, and it must not be available to the public). 
This means you can’t make claims for generic, non-branded 
uniforms. If your uniform is compulsory, you may also be able to 
claim shoes, socks and stockings, provided they’re an essential 
part of the uniform and their characteristics are outlined in your 
employer’s uniform policy. Non-compulsory uniforms have 
much tighter rules, so check with us before claiming.

OCCUPATION-SPECIFIC CLOTHING. This is clothing that is 
unique to your occupation, is not “everyday” in nature and 
allows the public to identify your occupation. Examples include 
a chef’s checked trousers or a barrister’s robes. In contrast, a 
bartender’s black trousers wouldn’t be allowable.

PROTECTIVE CLOTHING. To be eligible, the clothing must offer a 
sufficient level of protection against injury or illness in your work 
setting. Examples include high-visibility clothing, steel-capped 
boots, non-slip shoes, smocks/aprons and fire-resistant clothing.

The ATO is concerned that many people incorrectly claim for 
ordinary clothing, like suits or black work trousers. It says the 
following are not valid reasons for deducting clothing:

 � Your employer requires you to wear a certain colour  
 (eg. trousers must be black).

 � You bought formal clothes to wear to work functions such as  
 awards nights where you represented your employer.

 � You bought the clothes just to wear to work.

RECORD-KEEPING
For total clothing and laundry claims of up to $150, you 
aren’t required to keep detailed records. However, the ATO 
stresses that taxpayers aren’t “automatically” entitled to a $150 
deduction – you must have actually incurred the expenses you 
claim. The ATO can still ask you to substantiate your claim, and 
can contact your employer to verify its clothing requirements.

If your total claim is under $150, you can calculate your laundry 
claim using a simple rate of $1 per load where all the clothing is 
work-related, and 50 cents per load where other clothes are part 
of the load.

If your total claim for clothing and laundry exceeds $150 (and 
your total claim for work-related expenses exceeds $300), you’ll 
need to keep receipts.

To prove your laundry costs, you’ll need to keep a diary for a 
representative one-month period. Your adviser here at The Peak 
can help you ensure you have the correct records in place.

REIMBURSEMENTS AND ALLOWANCES
To claim a deduction, you must have incurred the expense 
yourself. So, if your employer reimburses you for an expense, 
you can’t deduct that amount.

On the other hand, if you receive a clothing allowance you must 
declare that allowance in your tax return. You can then deduct 
your costs for eligible clothing, but only the amount you actually 
spent.

TAKE THE STRESS OUT OF TAX TIME
Talk to us for expert assistance with all of your work-related 
expense claims. We’ll help you claim everything you’re entitled 
to, while keeping the ATO happy.

DIRTY LAUNDRY  
ATO clamping down  
on clothing deductions.

Planning to claim some clothing or laundry expenses this tax time? These deductions are on the 
ATO’s watch list again this year, and there are many traps for the unwary. For example, did you 
know that non-branded work uniforms are not deductible? Find out what categories are allowed 
and what records you need to keep.
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The ATO has revealed the most common mistakes people tend to 
make at tax time, with thousands of lodgers caught out every year. 
Don’t be one of them! Stay ahead of the ATO by knowing the traps 
and seeking expert advice when you’re in doubt.
IT’S TAX TIME, and as with every year, 
the ATO is warning individuals to take 
care with their returns. But did you 
know that the ATO is using increasingly 
sophisticated data analytics to detect 
problem claims? It’s more important than 
ever to get it right. Here are the top four 
mistakes the ATO says you should be 
avoiding:

1. LODGING BEFORE YOU HAVE 
ALL OF YOUR INCOME DATA
Have you confirmed your income from 
all sources? The ATO says taxpayers who 
lodge early are more likely to submit 
incomplete data that requires correction 
later – and a tax bill – when the ATO 
eventually uncovers this.

The ATO matches data with a wide range 
of third parties including banks, sharing 
economy platforms, rental property 
managers, cryptocurrency exchanges and 
share registries. This data matching may 
take place several months after you’ve 
lodged your tax return.

If you do realise you’ve made a mistake 
or omitted income, you should tell the 
ATO promptly. In cases where penalties 
might apply, it will generally work in your 
favour if you voluntarily come forward 

about the undisclosed income. The ATO 
recommends waiting for your original 
return to be processed and your notice of 
assessment to be issued before lodging 
your amendment. This can be lodged by 
you or your tax agent.

2. GETTING WORK-RELATED 
DEDUCTIONS WRONG
Work-related expenses are some of the 
most popular deductions claimed, but 
the rules can be tricky. While there are 
some general principles that apply – such 
as only claiming for the work-related 
portion of an expense and not for any 
part relating to personal use – the ATO 
has specific guidelines in place for all the 
different categories of expenses.

Clothing, self-education, home office 
expenses and travel all have detailed 
rules about what you can claim, how to 
calculate your claim and what records 
you must keep. For this reason, the ATO 
cautions against relying on advice from 
friends and colleagues as to what you can 
claim. Getting help from a professional 
tax adviser is the best way to ensure you 
not only get your work-related claims 
right and avoid trouble with the ATO, but 
also obtain the maximum deductions 
you’re entitled to.

3. NOT KEEPING RECEIPTS
Generally, you must keep adequate 
records to support your claims, including 
receipts. In some cases, you’re exempted 
from having to keep receipts (eg. for 
clothing claims under $150). However, the 
ATO can still ask you to explain how you 
calculated your claim.

The Peak Partnership’s MyAccountants 
mobile app can help you track your work 
expenses, record your work-related car 
trips and store photos of receipts. It 
can also help you keep a record of any 
irregular work income, such as contract or 
project-based income.

When it’s time to lodge your return, you 
can export and email the data to your 
adviser at The Peak Partnership (or to 
yourself) and then we can get to work 
completing your tax return.

Our mobile app is free to download from 
the Apple App Store or Google Play. 
When you’re asked for the download 
code, just type in PEAK.

4. CLAIMING EXPENSES YOU 
NEVER INCURRED
In order to claim a deduction, you must 
have spent the money. Even though the 
ATO has some relaxed rules where you 
aren’t required to keep receipts up to a 
certain threshold, the ATO can still ask 
questions to verify whether you actually 
incurred the expense. As the ATO stresses, 
there’s no such thing as an “automatic” 
deduction.

You also can’t claim expenses that your 
employer has reimbursed you for. If 
you receive a specific allowance (eg. for 
clothing) you must declare that allowance 
in your tax return, then you can deduct 
the expenses you actually incurred.

NEED HELP?
Don’t risk headaches with the ATO – get 
our tax professionals to help you. 

Talk to one of our  
advisers for expert  
assistance and  
keep your tax  
time as stress-free  
as possible.

To download our  
free mobile app,  
just scan the  
QR Code below.

Mistakes to avoid this tax time.
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WOULD YOU CLAIM LEGO you bought for your kids throughout 
the year as a tax deduction? One taxpayer did and it made the 
Australian Tax Office’s 2018-2019 list of most unusual claims.

The Lego was not the only claim for money spent on kids. 
Another taxpayer claimed their children’s sports equipment and 
sporting membership fees. Others claimed school uniforms, 
and before and after school care. And, others claimed, “the cost 
of raising twins,” the “cost of raising three children” and simply, 
“new born baby expensive.” Yes indeed, but the expenses, while 
often shocking to parents, are not deductible.  

Cars were also a favourite. The ATO says that “many” taxpayers 
tried to claim the full purchase price of their new cars as a tax 
deduction. This included the taxpayer who claimed the cost of 
the new car he bought for his mother as a gift. Nice gesture but 
still not deductible.

Medical and dental expenses also featured heavily. The most 
striking was the couple that claimed the cost of their dental 
expenses, “believing a nice smile was essential to finding a job.” 
Medical and dental expenses in general are personal expenses 
and not deductible.

Also making the list was the couple who claimed the cost of their 
wedding reception as a tax deduction. 

The unusual claims all came from the ‘Other’ deductions section 
of the tax return. In order to claim an ‘other’ deduction, the 
expenses must be directly related to earning income and you 
need to have a receipt or record of the expense. If your expense 
relates to your employment, it should be claimed at the work-
related expenses section of the return.

THE GOVERNMENT has announced that it will lower the 
social security deeming rate from 1.75% to 1.0% for financial 
investments up to $51,800 for single pensioners and $86,200 for 
pensioner couples. The upper deeming rate of 3.25% will be cut 
to 3.0% for balances over these amounts.

The Minister for Families and Social Services, Senator Anne 
Ruston, said the changes would benefit about 630,000 age 
pensioners and almost 350,000 people receiving other 
payments. 

Under the new rates, age pensioners whose income is assessed 
using deeming will receive up to $40.50 a fortnight for couples, 
$1053 extra a year, and $31 a fortnight for singles, $804 a year.

The reduced deeming rates have been backdated to 1 July 
2019. Any additional pension payment will flow through into 
pensioners’ bank accounts from the end of September 2019 in 
line with the regular indexation of the pension.

Pension deeming rates cut from 1 July 2019.

Wendy has been a part of The Peak Partnership team for seven years now, working as an 
Accountant on John Eales’ team and recently moving across to Brad Roberts’ team.

A highly-skilled professional, Wendy holds a Masters Degree in Commerce (Professional 
Accounting) and she is a qualified Certified Practicing Accountant (CPA). She also has 
international accounting and business experience, having worked with a Shanghai-based wine 
trading company. 

In her world of work at The Peak, Wendy’s main area of focus is business services accounting and 
compliance – the ideal role with her keen eye for precise detail. Within the firm, Wendy is also 
renowned for providing support across our other accounting and business services 
teams, proving to be a popular resource amongst our staff. Wendy’s mantra at work is  
that “it’s meaningful to help people deal with their tax affairs properly and within the 
regulatory boundaries”. 

A full-time working mother with two young children, Wendy’s favourite life advice 
is “You’ve got a dream, you gotta protect it”. Wise words, Wendy.

Weirdest tax claims.


