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TAX GUIDE TO AUSTRALIA

1. MARSHALL MICHAEL PTY LTD

Large Firm Expertise, Small Firm Relationships

Marshall Michael is an independent, boutique advisory firm located in West Leederville, Perth with the
expertise of a large firm and the client relationships of a small firm.

At Marshall Michael, we have a reputation for being at the forefront of assisting like-minded progressive
business owners and individuals in their pursuit of business success, wealth creation and lifestyle rewards.

Our team is dedicated to:

- providing our clients with high quality value add services through best business practice

- building long and trusted relationships with our clients by providing a comprehensive, innovative and
proactive approach to help them achieve their goals

- improving the knowledge and financial position of everyone we meet through education and
communication

Marshall Michael have prepared this guide for use by individuals planning on coming to Australia as employees

and as business owners. The purpose of this guide is to provide an overview of the main Australian tax
considerations and issues that affect individuals working in Australia based on current legislation.

Marshall Michael is a strong business partner who can assist business migrants and investors with advice and
guidance to ensure successful entry into the Australian markets.
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2. VISA REQUIREMENTS

Unlessyou are an Australian or New Zealand citizen, you generally need to apply for a visa to work in Australia. The
class of visa will determine whetheryou may workin Australia. There arethree main categories:

- Visitor
- Temporary Visa
- Migrant

New Zealand citizens are generally granted an electronic visa automatically on arrival to Australia.

Visitors

There are a number of visas available to you as a visitor. Most of these however, do not usually enable you to
work in Australia. Your nationality and the nature of your travel will determine the most appropriate visa to apply
for.

Temporary Visas

The temporary visa usually allows you to live and work in Australia for a specified period of time depending on
the visa granted. The temporary visa regulations may also entitle your spouse and children to work and study in
Australia.

The temporary visas include:

- Sponsorship by an Australian or an Overseas Business
Businesses who are unable to source the appropriately skilled labour force from the local market are
able to sponsor overseas individuals to fill these shortages on a temporary basis through the subclass
457 visa.

- Service Sellers
This is a temporary business visa enable foreign nationals who represent international suppliers to
negotiate and/or enter into agreements with Australian business to supply their services here.

- Accredited Religious Workers
This visa class enable medical practitioners and educational workers to visit Australia to perform their
services.

These visas also apply to the spouses of temporary residents and those employed by way of labour agreements
and Employer Nomination Scheme.

Permanent Visas

For those visitors who plan on moving to Australia permanently a number of visa options are available including
employer sponsored and business skills migration.

Please note that applications for either Temporary or Permanent visas can be quite complex and we
recommend you seek professional advice specific to your needs before you initiate any applications.
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3. TAXCOMPLIANCE

Once you have an approved visa, there are a number of tax matters to consider in relation to your employment
in Australia and in meeting your obligations with the Australian Taxation Office (ATO).

As an employee you will need to be registered with the ATO via a Tax File Number (TFN). The TFN is a unique
identifier that is linked to all tax and financial related matters. The TFN can be applied for online or by manually
completing the appropriate form. You will also need to lodge an income tax return (ITR) annually.

You will need your TFN to provide to your employer. This enables your employer to withhold the appropriate
amount of tax from your earnings. Where you do not provide your employer with your TFN, they are obligated
to withhold 49% of your earnings.

Why do employers need to withhold tax?

Pay As You Go Tax Withholding

Under Australia’s Pay As You Go (PAYG) system, each time salaries or wages are paid to you, the employer is required
to withhold and remit the appropriate amount of tax on your behalf. At the end of each financial year (July — June) or
on leaving your employer, you will be issued with a summary of your earning and the tax withheld.

We advise that you may also have to pay PAYG Instalments on taxable income in Australia which is not subject to
withholding tax (eg rental or interest income). The ATO will notify you if you need to make these payments.

Lodgement of Tax Returns

The financial year (Australian tax year) runs from July to June with most tax returns being due for lodgement on the
31 October following the end of the financial year. If you lodge your return with a registered tax agent (Marshall
Michael are registered tax agents) then you will be granted an extension to lodge to between March and May of the
year following the end of the financial year. Payment is not required to be made on the lodgement of your income tax
return. The ATO will issue your with a notice of your assessment of tax liability and advise of a payment date.

Please note that in Australia, spouses cannot lodge joint income tax returns. Each individual is a separate tax payer
and must have their own TFN and lodge their own return.

Australian Business Numbers

If you come to Australia as a business owner/entrepreneur you will also be required to register for an Australian
Business Number (ABN). The ABN allows you to:

- Lodge Business Activity Statements

- Confirm your business identity to other businesses and /or government agencies
- Defer the timing of PAYG income

- Claim Goods and Services tax credits

You must register for GST if you run a business or enterprise and your GST turnover is $75,000 or more. (see page 13
for more details).
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4. RESIDENCY ISSUES

One of the very first questions you are asked on your tax return is: "Are you an Australian resident?" This may
seem an unusual or unnecessary question, but the ATO want to get this one cleared up early, as it makes a big
difference to your tax status in Australia.

Individuals may fall into these two broad categories of residency:
- Residents
- Temporary Residents

Residents

Within the ordinary meaning of the word, if you reside in Australia, then you will be taken to be a resident for
tax purposes. The ATO views residency in an entirely different way to other Australian governmental agencies,
which deal with things like immigration, visas and citizenship. Whether you're defined as a resident or non-
resident has no impact on your passport or even your status as a permanent resident, and vice versa. The ATO
usually consider you a resident for tax purposes if you arrive here with the intention to live here in a routine
manner for more than 6 months.

If you are an Australian resident for tax purposes, you are generally taxed on all of your income, from here and
from overseas unless an exemption applies.

Temporary Residents

You are a considered a temporary resident if:
- you hold a temporary visa granted under the Migration Act 1958
- you are not an Australian resident within the meaning of the Social Security Act 1991
- your spouse (if applicable) is not an Australian resident within the meaning of the Social Security Act
1991

The Migration Act provides that a temporary visa is a visa to travel to and remain in Australia:
- during a specified period
- until a specified event happens
- While the holder has a specified status.

Under the Social Security Act 1991, an Australian resident is generally a person who resides in Australia and is
either an Australian citizen or holds a permanent resident visa.

If you are an Australian resident for tax purposes and meet the requirements to be a temporary resident, the
temporary resident rules mean:

- Most of your foreign income is not taxed in Australia except income earned from employment
performed overseas for short periods while you are a temporary resident of Australia.

- If a capital gains tax event occurs on or after 12 December 2006, a temporary resident is not liable to
capital gains tax (nor is treated as having made a capital loss) unless the asset is 'taxable Australian
property' (Most commonly, it will include real estate, shares in companies and interests in unit trusts).

- Interest you pay to foreign residents (for example, foreign lenders) is not subject to withholding tax.

- Controlled foreign company record keeping obligations are partly removed.
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5. TYPES OF INCOME

There are broadly four types of income that would be included in your income tax return:
- Employment Income
- Interest Income
- Dividend Income
- Capital Gains Tax

Employment Income

Your employment income is sourced in the country in which you perform your duties irrespective of the
country in which you are paid. As such, if you perform your duties in Australia, then this income is taxable in
Australia regardless of whether you are on an Australian payroll or a foreign payroll.

If you are an Australian resident for tax purpose or a temporary tax resident you will be subject to Australian tax
on your worldwide employment income.

If you are a foreign resident, your Australian sourced income is still subject to Australian tax.

Interest Income

Australian residents
As an Australian resident, you are subject to Australian income tax on interest income from worldwide sources.
You may be entitled to the Foreign Income Tax Offset for foreign taxes paid on foreign sourced interest income.

Temporary residents
If you are a temporary tax resident, you will only be subject to tax on income from Australian sources.

Foreign residents

If you are a foreign resident, you will only be subject to tax on income from Australian sources. Australian
sourced interest should have tax withheld from your financial institution before payment to you. Generally, the
withholding tax rate is 10%. However, this may vary depending on whether Australia has entered into a Double
Taxation Agreement (DTA) with your home country and the rate within the relevant DTA. Withholding tax is a
final tax.

You should notify your financial institution of your residency status so they withhold tax from your interest
income. Where your financial institution does not withhold tax on your interest income, you will be required to
pay the withholding tax at the time your tax return is completed.

Dividend Income

There are two types of Australian dividend payments:
- Franked —these are payments made from profits the company has already paid tax on. An imputation or
franking credit is distributed to shareholders to recognise the underlying corporate tax paid at 30%. The
30% franking credit may be set against your liability on the “grossed up” dividend, other taxable income
or any excess may be repaid to you. If you are a nonresident, further tax is due on franked dividends.

- Unfranked — these are payments made from profits which have not already been subject to Australian
corporate income tax and do not carry an imputation credit.

Australian residents
You will be subject to income tax on dividend income from worldwide sources. You may be able to claim a
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credit for foreign taxes paid on foreign sourced dividend income.

Temporary regdents
If you are a temporary tax resident, you will only be subject to tax on Australian sourced dividend income.

Capital Gains Tax

Capital Gains Tax (CGT) applies to assets acquired after 19 September 1985 but not to winnings from betting,
lottery, other forms of gambling or games with prizes.

There are also exemptions from gains or losses made from the disposal of your family home (main residence)
and the sale of most motor vehicles.

If the asset being disposed of was held for at least 12 months, a reduction in the taxable value is determined
using one of two methods:

- If the asset was purchased after 21 September 1999, the gain is reduced or “discounted” by 50%

- If the asset was purchased before 21 September 1999, you have a choice to use either the discount
method, or claim “indexation” which increases the cost base of the asset for inflation for periods of
ownership up to 30 September 1999 only.

Capital losses that arise on the disposal of assets may be used to reduce taxable capital gains made on other
assets or carried forward indefinitely. Capital losses cannot be used to reduce other assessable income. Losses
on personal use items are not allowed, except for certain specified exceptions.

Australian residents

The cost base for CGT purposes of your assets is deemed to be the market value at the date you become a
resident, where the assets were acquired while you were a foreign resident. Please note that this “deemed
acquisition” rule does not apply to ‘Taxable Australian Property’, which includes Australian real property.

Effectively, this means that you will only be subject to CGT based on the increase in value of your assets (other
than Taxable Australian Property) from the date that you become a tax resident.

If you leave Australia and become a foreign resident, you are deemed to have disposed of all of your assets at
their market value at the date you cease Australian tax residency (ie; the day after your departure date).

Temporary residents
If you are a temporary resident, you are only subject to CGT on the disposal of ‘Taxable Australian Property’ (ie:
real property amongst other items

Foreign residents
If you are a foreign resident of Australia, you are only subject to CGT on the disposal of ‘Taxable Australian

Property’ (ie: real property amongst other items).

The 50% CGT discount does not apply for foreign and temporary residents who dispose of “Taxable Australian
Property” or assets they have elected to treat as “Taxable Australian Property” on or after 8 May 2012.
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6. TAXES AND LEVIES

Income Tax-Resident Rate applicable from 1 July 2014

TAXABLE INCOME TAX RATE TAX ON INCOME BELOW THE
BRACKET

$0- $18,200* NIL o)

$18,201- $37,000 19.0% SO

$37,001- $80,000 32.5% $3,572

$80,001- $180,000 37.0% $17,547

$180,001 and over** 47% $54,547

*The tax free threshold level is prorated for part year residents.
**Includes the ‘Temporary Budget Repair’ levy of 2%
The rates above do not include the Medicare levy (see the paragraph below for more information)

Income Tax-Foreign Resident Rate applicable from 1 July 2014

TAXABLE INCOME TAX RATE TAX ON INCOME BELOW THE
BRACKET

$0- $80,000 32.5% S0

$80,001- $180,000 37.0% $26,000

$180,001 and over** 47% $63,000

**Includes the ‘Temporary Budget Repair’ levy of 2%

Temporary Budget Repair levy

As part of the 2014 Federal budget the Government announced that it will impose a temporary Budget Repair
levy of 2% on that part of a person’s taxable income which exceeds $180,000. The levy will apply from 1 July
2014 and apply to the 2014-15, 2015-16 and 2016-17 financial years.

Medicare Levy

Medicare is a government scheme that gives Australian residents access to health care. In addition to income
tax, if you are a resident for tax purposes (including temporary residents), you need to pay the Medicare levyat
a rate of 2% on taxable income, subject to exemptions for low-income earners.

A further Medicare levy surchargenay be charged if your adjusted taxable income (which includes taxable
income, reportable fringe benefits and other specific items) exceeds $90,000 (singles) or $180,000 (couples) and
you do not hold qualifying private health insurance. The income threshold increases by $1,500 for each
dependent child after the first. From the 2014 — 2015 year onwards, the Medicare levy surcharge will be income
tested against the following income tier thresholds:

TIER 1 TIER 2 TIER 3
Singles  $90,001 - $105,000  $105,001 - $140,000 $140,001 or more
Couples $180,001 - $210,000 $210,001 - $280,000 $280,001 or more
Rates  1.0% 1.25% 1.5%
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Reciprocal Healthcare Agreements

Individuals who arrive in Australia from a country with which Australia has a reciprocal health agreement may
also be entitled to Medicare benefits and services. These agreements are designed to provide overseas visitors
with broadly the same level of healthcare benefits that would be received by an Australian who visited the
particular overseas country.

Australia has reciprocal healthcare agreements with the following countries:
- Belgium
- Finland
- ltaly
- Malta
- New Zealand
- Norway
- Republic of Ireland
- The Netherlands
- Slovenia
- Sweden
- United Kingdom

To be covered by these agreements, you must generally have resided in one of these countries immediately
prior to moving to Australia, or be a citizen in the case of Ireland and New Zealand. The level of benefits and

services granted under these agreements are generally restricted to “immediately necessary care only”. As such,
private medical insurance may still be required in order to obtain full coverage. Visitors from Italy and Malta will
only be covered for a period of six months from the date of arrival in Australia and thereafter, will not be eligible

for Medicare

FRINGE BENEFITS TAX

As an employee you are not liable to income tax on non-cash remuneration, known as fringe benefits. Instead
your employer is liable to FBT on fringe benefits at a rate of 47% for the year ending 31 March 2015 and 49% for
the years ending 31 March 2016 & 2017 on the grossed up value of the benefit. Unless specifically excluded or
subject to a concession under the FBT Act, all fringe benefits are taxable.

Living Away From Home

Various concessions exist in relation to benefits provided to employees who are required to live away from their
usual place of residence for work purposes. In order to qualify as living away from home (LAFH) you would need
to have an intention to return to your normal place of residence at the end of your employment or assignment.

If you are LAFH for work purposes, your employer may provide you with tax free housing and a tax free food
allowance for reimbursement of actual costs.

Qualifying Criteria
Given the first of the qualifying criteria set out below, very few employees coming to Australia will qualify for
the LAFH tax concessions.

In order to qualify for tax free food and accommodation allowances or benefits, you would need to meet the
following three criteria:
- The duties of your employment require you to live away from a home in Australia where you usually
reside and it is reasonable to conclude that you intend to return to that property.
- You have an ownership interest (this includes a lease) in the place you are living away from.
- The home you are living away from must continue to be available for your use throughout the LAFH
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period. It cannot be let or sublet to a third party

If you qualify, the LAFH tax concessions will be available for the first 12 months that you are required to live
away from home to perform the duties in a particular location.

Accommodation

This can be provided by direct payment to the landlord or agent, reimbursement to you of your actual
accommodation costs or a cash allowance to cover your additional accommodation costs while in the host
country. However, there are strict requirements to substantiate actual costs.

Food

This is a cash allowance paid by your employer directly to you to cover additional food costs whilst you are
LAFH. The ATO publishes maximum amounts that it considers reasonable for this allowance on an annual basis.
If the allowance is equal to or below the amount that the ATO considers reasonable, substantiation will not be
necessary.

However, if your allowance is greater than the amount the ATO considers reasonable, you will have to
substantiate the expenses in full.

Chi dren’s Education Costs

If you are living and working in Australia away from a home that is outside Australia, your employer can pay the
costs of your children’s education tax free if your child is under 25 years of age and subject to this being

“ i n d umsn”.mhe exemption applies to full-time education only, whether in Australia or abroad. This covers
the costs of fees, books, uniforms, excursions and any other education costs. You do not need to be living away
from a home in Australia to access this concession.

Home Leave

If you are living and working in Australia away from a home that is outside Australia, a 50% reduction may apply
to the taxable value of travel expenses paid by your employer for one holiday trip back to your home country, or
to another country, per year for yourself and your family. You do not need to be living away from a home in
Australia to access this concession.

Relocation Costs

If you have permanently relocated to Australia, or obtained permanent residency, the benefits provided that may be
exempt from FBT are restricted to only those connected with the relocation including incidental costs of disposal of
your residence in your home country, and possible the costs incidental to purchasing a new home in Australia.
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/. SUPERANNUATION

In Australia employers are required to pay contributions for their employees into an Australian complying
superannuation fund. Superannuation contributions are required to be made into an approved Australian
superannuation fund at the minimum rate of 9.5%.

Contributions are not required in respect of exempt employees, which include:

- Non-resident employees in relation to work performed outside Australia

- Resident employees in relation to work performed outside Australia and employed by a non-resident
employer

- Employees who receive salary and wages totaling less than $450 per calendar month.

- Foreign executive employees who hold particular subclasses of visas (subject to additional requirements)

If you hold a temporary visa you may physically withdraw the funds in your superannuation account after you
have left Australia permanently, subject to a 38% withholding tax. Please note New Zealand citizens cannot
withdraw the funds until they reach retirement.

Concessional Superanntian Contributions
Concessional contributions include employer contributions (including contributions made under a salary
sacrifice arrangement) and personal contributions claimed as a tax deduction by a self-employed person.

Concessional superannuation contributions into a superannuation fund are usually taxed at a rate of 15% within
the fund. Contributions up to $30,000 ($35,000 if aged 49 or over on 30 June 2014) per annum can be
contributed into Australian superannuation tax effectively and counts towards an individual’s concessional
contributions cap as long as the sum of their total income and concessional contributions is less than $300,000
(see Division 293 tax below).

Concessional superannuation contributions over the $30,000 (or $35,000) cap are included in the individual’s
assessable income and taxed at their marginal tax rate up to a maximum of 49%.

Non Concessional Superannuation Contributions

Non-concessional contributions include personal contributions for which you do not claim an income tax
deduction (i.e. post tax contributions). Non concessional superannuation contributions are not taxed upon
contribution up to a cap of $180,000 per annum (or $540,000 per annum where the cap is brought forward for
two years if under 65 years of age). Contributions above this cap are taxed at an individual’s marginal tax rate
up to a maximum of 47%.

Division 293 Tax

An individual is generally liable to pay ‘Division 293 tax’ if the sum of their income and concessional
superannuation contributions is greater than $300,000. Division 293 tax will be charged at 15% of an
individual’s taxable concessional contributions above $300,000.

Please note that despite the imposition of the Division 293 tax, deductible contributions into superannuation
are still considered to be highly tax effective because:
- The effective tax rate applied to contributions is still lower than the highest marginal tax rate
- Ongoing earnings derived by the contributions are likely to be subject to a maximum 15% tax rate; and
- When you retire, your superannuation savings may be able to be withdrawn tax-free.
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8. OTHER TAXES

There are no gift, estate or death duty taxes in Australia. However, the disposal of an asset by gift is a
realisation that may have CGT implications.

Goods and Seiges Tax

An indirect, value added, tax known as the Goods and Services Tax (GST) is levied at the rate of 10% on the
purchase of most goods and services. Most basic foods, some education courses and some medical, health and
care products and services are exempt from GST.

Payroll Tax
Payroll Tax is levied by each state and territory government on the gross payrolls of employers operating in that
state or territory. The tax is paid by the employer, not the employee.

Work Cover
Work Cover is a compulsory insurance scheme that employers are required to pay premiums towards and that
provides support in the case of employee injury or sickness at work.

Property Rates
Property rates are levied by local authorities on properties to cover local services. If you are renting your
property in Australia this is usually paid by the landlord.

Land Tax
Land Tax is levied by each state and territory government on the unimproved value of land. Exceptions apply for
your main residence.

Stamp Duty

Stamp duty is levied by each state and territory government on documents and contracts for the purchase of
real estate, car and business assets. The rate of duty applicable varies from state to state as it is a state tax.
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9. TAXPLANNING

Some opportunities to reduce your (and your employer’s) Australian tax liabilities.

- Maintain investments outside of Australia if you are a temporary resident

- Ensure that remuneration in respect of foreign and non-taxable duties is delivered to you before you
arrive in Australia

- Claim exemption from the Medicare levy if appropriate

- Ensure that qualifying private health insurance is taken out to avoid the Medicare levy surcharge on your
adjusted taxable income

Eligible deductions:
You are able to claim deductions for the following items, to legitimately reduce your tax liability:

- Superannuation Contributions (up to a limit of $30,000)

- Medical supplies, equipment, medicines and materials

- Professional subscriptions, accreditations, memberships and literature

- Education (as long as it relates to current employment or income)

- Travel / Motor Vehicle expenses (limited by the amount of private travel such as from your home to
normal place of work — recommended option for claiming a deduction for motor vehicle expenses is
keeping a record of all kilometers travelled for business purposes i.e. to visit patients, hospitals, training)

- Computer and office equipment (expenses for assets over $1,000 are normally depreciated over the life
of the asset)

- Professional Indemnity Insurance

- Income Protection Insurance

- Home Office Expenses:

0 Running costs

0 Internet (if you can substantiate a business percentage of your internet usage you are able to claim
a deduction for this percentage)

0 Mobile Phone (if you can substantiate a business percentage of your telephone calls you are able to
claim a deduction for this percentage)

Please note that occupancy expenses are generally not deductible unless you work from home

Unlike the United States of America, you are unable to claim a tax deduction for interest paid on your home
loan. Under section 8-1 of the Income Tax Assessment Act 1997 (ITAA 1997), interest is deductible to the
extent that:

0 ltisincurred in gaining or producing assessable income
0 ltis necessarily incurred in carrying on a business for the purpose of gaining or producing assessable
income

This list is not exhaustive, but as long as the expense has not been ruled out by a specific legislation item and

it relates directly to your income then the tax deduction can be claimed lowering your taxable income and
saving tax.
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10. SPECIFIC EXEMPTIONS

We advise that in relation to the temporary visa 457, specific exemptions will apply when the sponsored individual is
a medical practitioner.

These exemptions include:

- Medical practitioners on Subclass 457 visas may work for multiple employers, either simultaneously
or consecutively. They may also be engaged as an independent contractor by their sponsor or an

associated entity of the sponsor.
- Provided the visa holder is working in, and continues to work in, the occupation for which they were
nominated, they do not need to obtain a new approved nomination each time they work for a different

employer.
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This publication has been carefully prepared, but it has been written in general terms and should be seen as broad guidance only. The
publication cannot be relied upon to cover specific situations and you should not act, or refrain from acting, upon the information
contained therein without obtaining specific professional advice.

Please contact MARSHALL MICHAEL PTY LTD to discuss these matters in the context of your particular circumstances. Marshall Michael
Pty Ltd, their partners and/or directors, employees and agents do not accept or assume any liability or duty of care for any loss arising
from any action taken or not taken by anyone in reliance on the information in this publication or for any decision based on it.

MARSHALL MICHAEL PTY LTD (ABN: 17 095 783 190) is an Australian company limited by guarantee. Liability limited by a scheme
approved under Professional Standards Legislation (other than for the acts or omissions of financial services licensees) in Western
Australia.

© 2014 MARSHALL MICHAEL PTY LTD




