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Implications for short-term rentals
Popular short-term accommodation,
such as Airbnb, can be a great way to
generate extra income, however, hosts
need to be aware of their obligations
and rising legal and regulatory issues.
Before creating an Airbnb listing, or
renting out your home to short-term
tenants, there are a few things hosts
need to consider:

Car expense claim –
log book method
The ATO has indicated they will be
continuing to crack down on "dodgy
deductions". An area of particular interest
is motor vehicle expense claims using the
log book method.
The ATO has advised, whilst most people
try to do the right thing, some taxpayers
have based their claims on invalid,
incorrect or at times, fabricated log books.
Through an increased use of data
analytics, the ATO aims to identify claims
that are significantly higher than the norm
for similar circumstances, and commence
audit action on this basis. To ensure you
keep the proper records for your vehicle
claim, download our Logbook Tips and
Tricks guide from our website.

Insurance
Hosts must notify their insurer if there is
any change in circumstances, such as
using their home for short-term rental
accommodation. A failure to notify an
insurer could result in a breach of
contract and, therefore, may void the
policy. It is important to ensure
damage or accidents are not excluded
in your home and contents insurance.
Hosts may need to upgrade their public
liability insurance to cover unforeseen
incidents involving guests or their
renters.

Legal and tax issues
Acting as a host can give rise to
many legal problems, especially
when owners are not around to
supervise. Residential apartments
used for high rotation short-term
lettings could face legal issues such
as consumer protections; noise;
safety,
hygiene
and
other
standards. Those looking to
become hosts should check to
ensure fire alarms, appliances and
gas connections are all certified.
Hosts will also need to meet their
taxation obligations by disclosing
rental income in their income tax
return. They may also wish to seek
advice regarding any allowable
deductions and potential CGT
implications when the property is
sold.

Local council
Rules and regulations regarding shortterm rentals vary between states and
territories. Those who are considering
hosting should seek advice as to
whether they need to apply for consent
from their local council. Local council
planning laws also vary widely,
especially, in terms of how they enforce
these laws.
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Selling an inherited
property
Beneficiaries who inherit a property need to be
aware of the various CGT implications
associated with owning and selling an
inherited property. When someone dies, a
capital gain or loss is generally disregarded
when a property passes:
•
•
•

to the deceased person's executor or other
legal personal representative
to the deceased person's beneficiary such as next of kin or a person named in
the will
from the deceased person's legal personal
representative to a beneficiary.

This exception does not apply if the property
passes from the deceased to a taxadvantaged entity (such as a charity) or
foreign resident. If you inherit a dwelling or
other property after CGT started on 20
September 1985 and later sell or otherwise
dispose of it, capital gains tax may then apply.
The degree to which CGT applies depends on:
•
•
•

when the deceased person acquired the
property
when they died
whether the property has been used for
income-producing purposes.

These rules do not apply to land or a structure
you sell separately from the dwelling – they
are subject to CGT. Individuals can avoid
paying CGT if the property was the deceased
person’s main residence and the sale is
completed within two years of the date of the
deceased person’s death. CGT may apply if
the deceased person's legal personal
representative sells a property as part of
winding up their estate.

Changing the structure of your business
Some Australian small business owners
may now be able to apply the small
business restructure roll-over concession
upon restructuring their small business.
A key decision when starting up your own
small business is deciding on the
structure you will use. A small business’s
structure depends on the size and type of
the business, as well as how the owner
plans to grow it.
After operating under a specific
structure for a period of time, some
owners may choose to restructure their
business due to various reasons, such as
financial or operational issues, business
growth, change in ownership or
management or even due to effects
from changes in Australia’s economy.
From 1 July 2016, the ATO’s small
business restructure rollover provisions
will allow some small businesses to
transfer active assets from one entity to
one or more other entities without
incurring an income tax liability.
Even though owners can transfer certain
active assets without incurring an income
tax liability, there may be tax implications
later when they dispose of those assets.
There may also be other transaction
costs to consider, such as stamp duty or
GST. The rollover applies to the transfer
of active assets that are capital gains tax
(CGT) assets, trading stock, revenue
assets or depreciating assets.
The rollover applies if each party to the
transfer is one of the following in the

income year in which the transfer
occurs:
 a small business entity
 an entity that has an affiliate that
is a small business entity
 an entity that is connected with a
small business entity
 a partner in a partnership that is
a small business entity
This means that an entity not carrying
on a business, but holding assets for a
small business entity, may be able to
apply the rollover. For example, where
one entity owns a property in which
another connected entity is carrying on
a business.
The rollover is available where the
transfer of assets forms part of a
genuine restructure, as opposed to an
artificial or inappropriately tax-driven
scheme. Determining whether a
restructure is 'genuine' depends on
all the facts surrounding the
restructure.
The transaction involved in the
restructure must also not result in a
change to the ultimate economic
ownership of transferred assets. The
ultimate economic owners of an
asset are the individuals who,
directly or indirectly own an asset.
Where there is more than one
individual with ultimate economic
ownership, there is an additional
requirement that each individual’s
share
of
ultimate
economic
ownership be maintained.
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Superannuation reforms
The superannuation reforms first
announced in the 2016 Federal Budget
have now received Royal Assent with
most of the changes to commence from
1 July 2017.
These changes are
designed to improve the sustainability,
flexibility and integrity of Australia’s
superannuation system and there is only
a short window of time to take action
before the changes come into effect.
An overview of the key changes can be
found below:
 Introduction of a $1.6m cap (called
the “transfer balance cap”) on the
amount of capital that can be
transferred to the tax-free earnings
retirement phase of superannuation
o If an individual exceeds their
transfer balance cap, the
superannuation fund will need
to commute (reduce) the excess
back to an accumulation
account & there will be tax
imposed on the excess transfer
balance earnings to neutralize
any benefits from having excess
capital in the tax-free earnings
phase
 Lowering the non-concessional
(post-tax) contributions cap to
$100,000 per annum (currently
$180,000 per annum)
o Only available to individuals
aged between 65 and 74 if they
meet the “work test” (gainfully
employed for at least 40 hours
in 30 consecutive days)
o There will still be the ability to
“bring forward” up to three
years
non-concessional
contributions
for
those











individuals aged under 65
o If your total superannuation
balance is above $1.6m at 30
June of the previous year, you
are not eligible to make any
further
non-concessional
contributions
Reducing the concessional (pre-tax)
contributions cap to $25,000 per
annum for all individuals regardless
of their age
Reducing the threshold at which
high-income earners pay Div 293
tax
on
concessionally
taxed
superannuation contributions to
$250,000 (currently $300,000)
Expanding the ability for individuals
to claim a tax deduction for their
personal
superannuation
contributions by removing the
requirement that individuals must
earn less than 10% of their income
from employment related activities
Allowing individuals to make catchup concessional contributions by
“carrying forward” any unused
concessional
contributions
cap
amounts over a rolling five year
period
o Only available to individuals who
have a total superannuation
balance of less than $500,000
o Date of effect is 1 July 2018
Enabling eligible low income
earners with adjusted taxable
income up to $37,000 to receive a
low income superannuation offset
(LISTO)
o LISTO contribution will be paid
direct to their superannuation

fund
Equivalent to 15% of their
total concessional (pre-tax)
contributions, capped at $500
 Extending the current spouse tax
offset to assist more couples to
support each other in their saving
for retirement by increasing the
spouse’s income threshold to up
to $40,000 (currently a maximum
of $13,800)
o Offset is a maximum of $540
and is calculated as 18% of
contributions made to the
spouse’s
eligible
superannuation fund
o

From 1 July 2016, all accountants are
required to be licensed to provide
advice on superannuation and all
three principals of Evans Edwards Tony Edwards, Marni McGrath and
Jayne Maresse – are qualified to
provide this advice as Authorised
Representatives under Henderson
Matusch. There are still quite a
number of areas where your existing
accountant at Evans Edwards can
provide factual information on
superannuation and SMSF without
being licenced and they have all been
trained on what those areas entail.
Should they identify that your
question or requirements go beyond
factual information, they will refer this
to one of the three principals who are
currently licenced to prepare the
necessary documentation and advice.
It is important that you take action
now to understand if you are directly
affected or what opportunities these
changes may provide for you to
maximize
your
superannuation.
savings for your retirement.
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From our team to you, here’s wishing you a very
Merry Christmas and we look forward
to seeing you in the New Year!
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