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This session will cover
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• Federal Parliament Update

• Bills Update

• ATO and Government Announcements

• ATO Rulings

• Cases
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Federal Parliament 
& Bills Update

Federal Parliament Update

8

Sitting Days First Half 2021 Sitting Days Second Half 2021

January 2021: No sitting days July 2021: No sitting days

February 2021: House and Senate – 11 August 2021: House and Senate - 13

March 2021: House – 8, Senate – 4 September 2021: House and Senate - 2

April 2021: No sitting days October 2021: House – 8, Senate - 4

May 2021: House – 7, Senate - 3 November 2021: House and Senate - 6

June 2021: House – 10, Senate - 7 December 2021: House and Senate - 2
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Federal Budget 
2021-2022

Federal Budget Taxation Measures

10

Self-education expenses

• Removal of first $250 of deductions for self-education expenses

Superannuation Guarantee

• Removal of $450 monthly income threshold for superannuation guarantee purposes

• No change to SG rate in Budget

• SG rate will increase to 10% from 1 July 2021

Superannuation Work Test

• Work test to be abolished for persons aged 67 – 74 making voluntary superannuation 
contributions or salary sacrifice arrangements subject to existing cap rules

9
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Federal Budget Taxation Measures

11

Superannuation Downsizer Scheme

• Eligibility age reduced to 60 (previously 65)

• Allows individual to make non-concessional contribution up to $300,000 from sale proceeds of 
main residence owned for 10 years or more

• Expected to apply from 1 July 2022 (depending on Royal Assent)

SMSF Residency requirements

• Relaxation of residency requirement for SMSFs and small APRA regulated funds

• Extends the central control and management test safe harbour from 2 to 5 years

• Removal of active member test for both SMSFs and small APRA regulated funds

Federal Budget Taxation Measures

12

Extension of family and domestic violence early release of super

• Will NOT proceed with measure to extend

• Replaced by Women’s Safety measures

Extension of Temporary Full Expensing

• Extended to 30 June 2023 (previously 30 June 2022)

• Applies to businesses with aggregated turnover < $5 billion

• Can deduct full cost of eligible depreciating assets acquired from 7.30pm AEST 6 October 
2020 and first used or installed ready for use by 30 June 2023

11
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Federal Budget Taxation Measures

13

Extension of Temporary Loss Carry Back Rules

• Extended to allow eligible companies (aggregated turnover of less than $5 billion) to carry back 
tax losses from the 2022-23 income year 

• Able to offset previously taxed profits as far back as the 2018-19 income year when they lodge 
their 2022-23 tax return

• Eligible companies will be able to apply tax losses incurred during the 2019-20, 2020-21, 2021-
22 and now the 2022-23 income years to offset tax paid in 2018-19 or later years

Federal Budget Taxation Measures

14

Corporate Tax Residency Rules

• Originally announced in October 2020 Budget

• Consultation on extending to trusts and corporate limited partnerships

Extension to Junior Minerals Exploration incentive

• Extended 4 more years to 30 June 2025 (previously 30 June 2021)

13
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Federal Budget Taxation Measures

15

Individual Tax Residency Rules

• To be based on Board of Taxation report of March 2019

• Primary test is ‘bright line’ test – individual becomes an Australian tax resident if physically present 
in Australia for 183 days or more in a tax year

• Secondary tests may where primary test does not & sets out objective criteria, for example:

– whether individual has right to reside permanently in Australia

– whether they have Australian accommodation

– family in Australia or Australian economic connections

• Applies from 1 July following enactment of legislation - no legislation available at this time

Federal Budget Taxation Measures

16

Employee Share Schemes

• Removal of cessation of employment as a taxing point

• Results in tax being deferred until the earliest of the following:

‒ Shares: No risk of forfeiture and no disposal restrictions

‒ Options: When employee exercises option, no risk of forfeiture over resulting share and no 
restriction on disposal

‒ Maximum period of deferral of 15 years

• Applies on or after 1 July following Royal Assent

• Simplify disclosure and licensing requirements e.g. prospectus or PDS 

15
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Federal Budget Taxation Measures

17

Corporate Collective Investment Vehicles

• First announced in 2016-17 Federal Budget

• Applies from 1 July 2022

• Flow-through taxation treatment to a corporate structure for Australian funds management 
industry

ATO Early Engagement Service Inbound Investors

• Access to expedited private rulings and advance pricing arrangements

• Will integrate with Foreign Investment Review Board approval process

• Available from 1 July 2022

ATO/Government 
Announcements

17
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Top 500 privately owned groups

19

• Website update covers how the ATO assesses tax governance for Top 500 privately owned 
groups

• The Top 500 private groups program includes private groups:

‒ with over $350 million in turnover, regardless of asset value

‒ with over $500 million in net assets, regardless of turnover

‒ with over $100 million in turnover and over $250 million in net assets

‒ that involve a company with total business income of over $250 million and are included in 
the large company tax gap population

‒ that are market leaders or groups of specific interest.

• Contains practical guidance to ensure that tax governance is effective

Top 500 privately owned groups

20

• ATO will assess your tax governance when they engage

• May ask questions about the business and the controls and processes used to govern tax and 
super risks and request objective evidence

• Every business is different - no 'one size fits all' approach

• Tax governance arrangements will look different for each business

• ATO developed seven principles of effective tax governance

19

20



24/05/2021

11

Top 500 privately owned groups

21

• Seven principles of effective tax governance:

‒ Roles and responsibilities

‒ Control framework

‒ Control testing

‒ Risks flagged to market

‒ Significant or new transactions

‒ Tax and accounting results

• ATO will provide a rating of green, amber or red for each focus area

• Feeds into an overall rating for effectiveness of tax governance

Top 500 privately owned groups

22

• Can use this feedback to make improvements to tax governance

• Where overall rating is green it means ATO have assessed your tax governance as effective

• Means ATO are confident that the tax outcomes are accurate and correct

• This outcome contributes to achieving Justified Trust

21
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Top 500 privately owned groups

23

Justified Trust

• ATO aim is to reach a position of justified trust with each of the Top 500 private groups, to 
provide assurance that the correct amount of tax is paid

• To establish justified trust, ATO review four key areas:

‒ the effectiveness of tax governance

‒ tax risks flagged to the market

‒ significant and new transactions

‒ why the accounting and tax results vary.

• Effective tax governance is a key element of justified trust

Top 500 privately owned groups

24

Justified Trust

• When tax governance is effective - means tax and superannuation risks are being identified 
and dealt with well

• Gives ATO confidence that tax outcomes are correct and will continue to be in future years

• Reaching justified trust will generate a tangible change in a Top 500 private group’s experience 
and a consequential scale-down in engagement interactions

• ATO move into a three-year monitoring and maintenance period

23

24



24/05/2021

13

Top 500 privately owned groups

25

Roles and responsibilities

• ATO focus on accountability of decision makers

• Clear lines of authorisations - evidence that decision making is transparent and addresses tax 
risk

• ATO look for:

‒ Roles and responsibilities are clearly documented

‒ Clear lines of authorisation and sign off for tax decisions and administration

‒ Owners, board and management understand their tax and super obligations, including registrations, 
lodgment, reporting, payment and record keeping

Top 500 privately owned groups

26

Control Framework

• Systems and controls are in place to ensure accurate reporting and transparency of decision 
making

• ATO look for:

‒ Formalised tax strategy, or similar, documenting controls and processes that identify, assess and 
mitigate tax risks

‒ Controls to identify and manage tax risks integrated into IT systems and processes

‒ Documented communication process to escalate tax risks

25
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Top 500 privately owned groups

27

Control Testing

• Processes exist to regularly test the effectiveness of the control framework and rules to 
manage and report on business risks

• ATO look for:

‒ Audit plans for testing systems and controls relating to tax functions

‒ Documented process for retaining working papers, reconciliation processes and error exception 
processes

Top 500 privately owned groups

28

Risks Flagged to Market

• Tax risks are managed with an understanding of ATO view on tax treatments and published 
advice

• Reasoned approached is taken to tax risks and decision making, including consideration to any 
risk of dispute

• ATO look for:

‒ A thorough review process considering ATO published view and identifying potential difference in law 
or factual interpretation that may give rise to a dispute

‒ Early identification of potential risk of dispute with management informed and steps taken to engage 
with ATO

27
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Top 500 privately owned groups

29

Significant or new transactions

• Significant or new transactions are identified, well documented and subject to a review and 
sign-off for tax risk purposes

• ATO look for:

‒ Documented process to identify and map major categories of transactions to relevant tax 
classifications

‒ Plans to manage commercial and tax risks, limiting the impact on the business

Top 500 privately owned groups

30

Tax and accounting results

• Tax and accounting results are subject to review processes

• Tax outcomes either reflect economic performance or variances, are understood and can be 
explained

• ATO look for:

‒ risk registers and escalation processes for risks

‒ reconciliations of accounting data to financial statements

‒ audit reports

29
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Top 100 Justified Trust Program

31

• Seeks greater assurance that top 100 taxpayers are reporting the right amount of GST

• ATO will engage with taxpayers through a 12-month GST assurance review

• ATO will apply justified trust methodology and tailor compliance activities to the taxpayer's 
circumstances, including:

‒ the overall GST performance

‒ the type and size of business activities

‒ the tax control framework for GST purposes

‒ our understanding from prior engagements including income tax assurance reviews

Top 100 Justified Trust Program

32

GST assurance review ATO look for evidence that:

‒ GST controls within the tax control framework exist (Stage 1)

‒ Are designed effectively (Stage 2), and

‒ Are operating in practice (Stage 3)

‒ This includes the design of business systems to create, capture and report transactions 
correctly for GST purposes

‒ None of the GST risks ATO have flagged to the market are present

‒ The GST outcomes of a typical, new or large transactions are appropriate

‒ ATO can understand and explain the various streams of economic activity and how they 
are treated for GST, which will include applying the GST analytical tool (GAT)

31
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Top 100 Justified Trust Program

33

• A GST assurance review will generally focus on the last complete financial year

• ATO will also undertake data and transaction testing on three consecutive BAS periods within 
the financial year of review, to determine whether GST outcomes are appropriate

• ATO apply the GST Governance, Data Testing and Transaction Testing Guide

• ATO consider three GST controls (board-level control 4, managerial control 4 and managerial 
control 6) to be fundamental

GST Margin Scheme

34

ATO have updated web page ‘GST and the margin scheme’ covering:  

‒ Eligibility

‒ Written agreements

‒ Methods of calculation

‒ Valuations

‒ GST at settlement

‒ Activity statements

‒ Record keeping

‒ Purchasing property using Margin Scheme

33
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GST Margin Scheme

35

• Link to the GST property decision tool

‒ Designed to assist in determining GST implications of property-related transactions

‒ Questions to help determine GST classification

‒ Links to additional information

‒ Assists with eligibility of margin scheme and calculation

‒ Identifies GST at settlement for new residential premises or potential residential land

‒ Guidance and explanations

• Generates a ‘GST decision’

• Does not cover retirement villages, partitioning of land, amalgamated land, easements, 
restrictive covenants & options plus many other more complex land transactions

Simplified Trading Stock Rules

36

• ATO web page update covers:

‒ estimating stock value

‒ opening value of stock

‒ choosing to do a stock take

• Must make a reasonable estimate of both the:

‒ quantity of stock on hand (including stock not yet paid for)

‒ value of each item of stock

• ATO will treat estimate as reasonable if either:

‒ maintain a constant level of stock each year and have a reasonable idea of the value of stock on 
hand

‒ can estimate the stock purchased, based on records

35

36



24/05/2021

19

Simplified Trading Stock Rules

37

• Opening value of stock on hand at the start of the income year is the same as the value 
included in tax return at the end of the previous year

• Can choose to do a stock take if:

‒ value of stock is increasing and prefer to increase assessable income in small increments over a 
number of years

‒ value of stock has decreased and prefer to reduce assessable income immediately

• If stock take chosen:

‒ must apply general stock take rules

‒ include change in value of trading stock in assessable income even if change is $5,000 or less

Poll Question 1 

38

Under the Top 100 Justified Trust Program, the ATO will undertake data and
transaction testing on three consecutive BAS periods within the financial year of
review.

1. True

2. False

37
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ATO Rulings/ Updates

Taxation Ruling TR 2002/5 Addendum

40

• TR 2002/5 considers the meaning of "a place at or through which [a] person carries on any 
business" in the s 6(1) ITAA 1936 definition of "permanent establishment”

• ATO view is that this phrase encompasses the concept of permanence in both its geographical 
and ‘temporal’ senses

• ‘Temporal permanence’ means something more than being temporary or transitory, but not 
necessarily everlasting – ruling suggests a 6-month period as a minimum to satisfy 

• Addendum replaces paragraph 35 as a result of COVID-19 pandemic

39
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Taxation Ruling TR 2002/5 Addendum

41

• Para 35 originally stated that while it was conceivable that a period of 6 months or more would 
not constitute temporal permanence, ATO was unaware of any practical examples

• COVID-19 changed this - the ATO now says that, in some "limited circumstances", a period of 6 
months or more might not constitute temporal permanence, but "this would be likely to occur in 
only the most extraordinary of circumstances“

• In relation to the "extraordinary circumstances of the COVID 19 pandemic", the ATO accepts 
that there were some situations in which a forced presence in Australia for over 6 months was 
considered temporary

Taxation Ruling TR 2002/5 Addendum

42

• Permanent Establishment means a place at or through which a person carries on any business 
and includes the following:

‒ A place where business carried on through an agent;

‒ Where using or installing substantial equipment or substantial machinery

‒ Engaged in a construction project

‒ Place where person engaged in selling goods manufactured, assembled, processed, packed or 
distributed by another person under order where common control

• Excludes carrying on business through:

‒ Commission agent or broker

‒ Agent who does not have authority to conclude contracts

‒ Only for purchase of goods or merchandise 

41
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Taxation Ruling TR 2002/5 Addendum

43

• PE is a concept used both in international and domestic tax law

• PE generally defined in DTAs as ‘fixed place of business through which the business of an 
enterprise is wholly or partly carried out’

• ATO does not consider significant that the word ‘fixed’ is not contained in the domestic law definition

• PE requires ‘permanence’ i.e. not transitory or temporary, something that is permanent

• ATO refers to ‘geographic’ and ‘temporal’ permanence

Taxation Ruling TR 2002/5 Addendum

44

Geographic Permanence

• Any area, viewed commercially and as a whole, may, in relation to the business concerned, be 
a place

• Examples include business premises such as a factory, office, farm, mine or market

Temporal Permanence

• The business presence must not be of a purely temporary nature

• Judged in the context of the particular business and is a question of fact and degree

• Permanence does not mean forever

• As a guide, ATO state that if a business operates at or through a place continuously for 6 
months will be temporally permanent – NOT a hard a fast rule

43
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Taxation Ruling TR 2002/5 Addendum

45

Example 4

• Ausco Ltd is an Australian resident retailing company

• As well as its on-going Australian operations, for four months it sells products through rented 
premises in Zimbabwe

• Without more, the company does not have a place at or through which it carries on business in 
Zimbabwe for the purposes of the definition of PE in subsection 6(1)

• This could have tax implications for Ausco e.g. application of section 23AH branch profits 
exemption

Taxation Ruling TR 2002/5 Addendum

46

Example 6

• HKco is a computer service provider and a resident of Hong Kong

• It successfully tenders to train the employees of Ausco, a company resident in Australia, in a 
new computer system

• To undertake the training, HKco sends four of its employees to Australia for six months

• Ausco provides HKco employees with a room in one of its offices for that six months

• Because HKco has at its disposal a room in Ausco’s offices for six months and carries on its 
business at or through that room, HKco has a place at or through which it carries on its 
business in Australia.

45
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Law Administration Practice Statement PSLA 2021/2 

47

• ATO has finalised guidance on how they will exercise the discretion to retain tax refunds under 
amendments made under the illegal phoenixing legislation

• Law Administration Practice Statement PSLA 2021/2 outlines the administrative approach for 
the Commissioner’s extended discretion to retain a refunds 

• covers where taxpayer has an outstanding notification required under a taxation law and may 
affect the amount of the refund

• discretion previously limited to outstanding notifications under business activity statement 
(BAS) and petroleum resource rent tax (PRRT) provisions

Law Administration Practice Statement PSLA 2021/2 

48

• amending provisions commenced on 1 April 2020 and does not limit the application of the 
extension to the Commissioner’s discretion to retain refunds

• guidance provides that Commissioner will only exercise discretion where there are reasonable 
grounds to believe a taxpayer is engaging in high-risk behaviour 

• high-risk behaviour includes but not limited to, phoenix-type activities - while not required by 
law, ATO officers are expected to issue written communication notifying a taxpayer of:

– the amount retained; and 

– outstanding notifications to be lodged.

47
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Reminder: Illegal phoenix activity

49

• illegal phoenix activity - where new company created to continue business of existing company 
that has been deliberately liquidated to avoid paying outstanding debts (ASIC guidance)

• usually happens when company directors transfer the assets of an existing company to a new 
company without paying true or market value, leaving debts with the old company

• once assets have been transferred, old company is placed in liquidation - when liquidator 
appointed - there are no assets to sell so creditors cannot be paid

• once assets transferred to a new company, the directors continue to operate the business –
gives new business unfair advantage when competing for work (less debt & lower opex)

Reminder: Illegal phoenix activity

50

• illegal phoenix activity can involve breaches of director's duties, fraudulent concealment or 
removal of assets and fraud by company officers under the Corporations Act 2001

• ASIC can impose penalties including large fines and up to 15 years imprisonment for company 
directors and secretaries

• the law holds each of the people involved in the activity, from the pre-insolvency adviser, 
valuer, liquidator & ‘dummy directors’, equally responsible

• they may be subjected to the same penalties if it is proved they aided, abetted, counselled or 
procured a director to engage in illegal phoenix activity.

49
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Reminder: Illegal phoenix activity

51

The warning signs of illegal phoenix activity can include:

• the company fails & cannot pay its debts

• the company changes its name to its Australian Company Number (ACN) & a new company is 
registered, often with a similar name to the old company

• the directors or former directors transfer the assets from the old company to the new one for 
less than market value

Reminder: Illegal phoenix activity

52

• the new company operates the same or similar business as the old company, sometimes from 
the same premises, using the same assets

• the new company often uses the same bank account, advertising material, websites or 
contacts details as the old company

• the people involved in managing the old company control the new company, either as the 
directors or controllers

51
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Reminder: Illegal phoenix activity

53

• ASIC guidance also makes clear that not all company failures involve illegal phoenix activity -
genuine company failures do occur

• where director has responsibly managed a company and it subsequently fails - they can 
operate same business using another company without engaging in illegal phoenix activity

• a ‘responsibly managed company’ means directors has complied with their legal obligations & 
acted in best interest of company & its creditors

• when company restructure involves transferring assets to new company - acting responsibly 
could mean having assets independently valued to determine true MV

Reminder: Illegal phoenix activity

54

• if old company is wound up, then creditors would not be disadvantaged because they would 
still have access to the assets

• key difference between legitimate phoenix business rescue & illegal phoenix activity is 
director’s dishonest intentions 

• where a director sets out to intentionally avoid paying debts and liabilities, by transferring 
assets to another company without paying true market value, then conduct is illegal

53
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Poll Question 2 

Under TR 2002/5, a ‘temporal presence’ is judged in the context of the particular 
business and is a question of fact and degree.  ‘Permanence’ means forever.

1. True 

2. False

55

Case Law

55

56



24/05/2021

29

Dessent and FCT [2021] AATA 1206

57

Overview

• Money paid under an insurance policy for storm damage to an income-earning property was an 
assessable recoupment under section 20-20 of ITAA 1997

Facts

• T/p owned a property which was rented out as a café

• Property was damaged in April 2015 due to a storm and flood

• T/p claimed on his insurance policy and received a payment of $250,000 in the 2016-17 
income year

• T/p did not disclose this in tax return and claimed a deduction of $62,308 for repairs to the 
property

Dessent and FCT [2021] AATA 1206

58

Facts

• $250,000 paid in consideration of t/p releasing insurer from all liability past, present and future 
under the insurance policy

• $24,000 included in assessable income in 2016 income year

Issues

• Commissioner regarded $250,000 as assessable recoupment under s20-20 ITAA 1997

• T/p argued the amount was not income or rent and was not used to enable him to repair his 
property

57
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Dessent and FCT [2021] AATA 1206

59

Decision

• AAT found in favour of Commissioner

• The two limbs of s20-20 were satisfied:

‒ The amount was received by way of insurance

‒ Paid in settlement of t/p’s claim under insurance policy for loss of rent and other benefits

• Does not matter under s20-20 whether actual money paid under the policy was actually used 
for the purpose of the repairs

Dessent and FCT [2021] AATA 1206

60

Assessable Recoupments ss20-20(2) ITAA 1997

• An amount received as a recoupment of a loss or outgoing is an assessable recoupment if:

‒ The amount is received by way of insurance or indemnity, and

‒ You can deduct an amount for the loss or outgoing for the current year, or you have 
deducted or can deduct an amount for it for an earlier income year under any provision of 
the Act

• A recoupment of a loss or outgoing includes any kind of recoupment, reimbursement, refund, 
insurance, indemnity or recovery, however described [ss20-25(1)]

59
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Dessent and FCT [2021] AATA 1206

61

Assessable Recoupments ss20-20(2) ITAA 1997

• It does not matter for the purpose of s 20-20 whether the actual money paid under the policy of 
insurance was actually used for the purpose of the repairs

• Refers only to the existence of ‘an’ allowable deduction for the loss or outgoing in any year of 
income and not to the fact that the actual amount paid by the insurer was used for that purpose

• The purpose of the provisions does appear to be directed to ensuring that a person is not 
effectively compensated twice for the same loss:

‒ once by an insurer and once by allowing deductions to be made against income for 
taxation purposes

Reminder: Taxation of insurance receipts

62

Income v capital

• Consider what is being insured and the nature of the loss that the insurance receipt is 
compensating for

• Insurance receipts for loss of income will be a replacement of that lost income and will be taxed 
on income account e.g. income protection insurance, loss of profits

• All other insurance receipts deemed capital in nature – consider whether any CGT events 
associated with the compensation receipt and whether exemptions apply 

• Insurance receipts can be a combination of income and capital – if not split between 
components, then entire amount related to dominant purpose of receipt

61
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Reminder: Taxation of insurance receipts

63

Income account

• Insurance receipt received as compensation for the loss of income is generally taxed in the 
same way as the income that it replaces would have been - section 15-30 ITAA 1997

• Except where insurance payment is received in form of lump sum in arrears and may be 
eligible for a rebate

• Taxation of the recoupment of deductible expenses is covered by Subdiv 20-A ITAA 1997

• Where the expense is deductible in a single year, ss20-35(2) ITAA 1997 provides that the 
assessable amount will not exceed the loss or outgoing

Reminder: Taxation of insurance receipts

64

Income account

• Where the expense is deductible over two or more years the methodology contained in s 20-40 
ITAA 1997 determines amount to be included in assessable income

• Recoupments caught by subdiv 20-A and balancing adjustment rules in subdiv 40-D, amount 
assessed is reduced by any assessable balancing adjustment

• Where expense partially deductible, assessable recoupment is limited to deductible proportion 
of the expense

63
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Reminder: Taxation of insurance receipts

65

Capital account

• TR 95/35 addresses application of CGT to compensation payments received, including 
insurance receipts

• Categorises compensation receipts, including insurance receipts, into the following four types 
of compensation:

‒ on actual disposal of the underlying asset (or part of the underlying asset);

‒ received due to the permanent damage to, or permanent reduction in the value of, the 
underlying asset, without actual disposal;

‒ on the disposal of the right to seek compensation, without the actual disposal of the 
underlying asset; and

‒ as a result of an act, transaction or event not covered by any of the above.

Reminder: Taxation of insurance receipts

66

Compensation on actual disposal of underlying asset

• Normal CGT rules apply to determine capital gain or loss

• CGT event occurs – destruction or loss

• Compensation receipt is included in capital proceeds for the event

• 50% CGT Discount may apply

• Small Business CGT Concessions may apply

• Normal CGT exemptions may apply e.g. main residence, personal use assets < $10,000, pre-
CGT assets

• Replacement asset rollover may apply – subdiv 124-B ITAA 1997

65
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Reminder: Taxation of insurance receipts

67

Compensation for permanent damage to underlying asset

• Where no disposal of an asset, but

‒ asset is permanently damaged, or 

‒ there is a permanent reduction in its value

• Any compensation payment received will reduce that asset’s cost base

• Compensation is treated as a recoupment of the costs incurred in acquiring the asset, and are 
excluded from the asset’s cost base 

• No CGT event occurs, and no taxable capital gain where the receipt exceeds the asset’s cost 
base

Reminder: Taxation of insurance receipts

68

Compensation for disposal of right to seek compensation

• Specific example in TR 95/35 deals with an insurance policy against liabilities arising out of 
negligence

• Right to compensation under the insurance policy will be deemed to be acquired at the time 
that event giving rise to the negligence claim occurred

• Cost base includes amount insured is required to pay to the claimant, together with any other 
costs related to the claim

• As the insurer will generally only cover the amount payable to the claimant, the proceeds will 
generally be equal to the cost base, and there will be no taxable capital gain or loss

• Where insured required to pay an excess – capital loss arises

67
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Reminder: Taxation of insurance receipts

69

Compensation received in relation to any other act, transaction or event

• TR 95/35 does not deal with any other types of compensation

• Sec 118-300 ITAA 1997 provides exemption for insurance receipts relating to:

‒ Life insurance policy

‒ Sickness or injury policy

• Receipts from income protection portion of personal injury or life insurance will be taxed as 
income

Thank You
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Type your question and click Send

Questions?

71

Alison Wood
Moderator
CCH Learning

Upcoming Webinars

72

www.cchlearning.com.au

• Prioritising Profitability in Professional Services

• 27 May 

• Death and Taxation

• 01 June

• Corporations Act Risks and Sexual Misconduct Reporting

• 02 June 

• Retirement Village Contracts – An Overview

• 03 June

• ATO Compliance - FBT and Small Business

• 03 June
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Questions?

73

Carlo Di Loreto
Associate Partner
Tax Advisory 
Crowe Australasia, 
an affiliate of Findex

Please complete the Feedback Survey when the webinar ends.

The Webinar Recording will also be emailed to you within 24 hours, 
It can be watched multiple times for up to 6 months.

Next Steps
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Tax Technical Update -
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