








































PERSONAL SERVICES INCOME (PSI)

General

• Income earned from employment 
would be prefilled in item 1 

• If it is not prefilled, then it might be 
filled in item 14

Deduction not Allowed

• Rent, mortgage interest, rates or land 
tax for your home

• Payments to your spouse, or other 
associate, for support work such as 
secretarial duties

• Expenses that you would generally 
not be able to deduct as an employee













HAVE YOU SATISFIED THE PSI RULES?

A: A cleaner works for a firm with majority income from that 
firm and he is provided with all the equipment.

B: A cleaner who posts advertisements online seeking for 
different clients, and he purchased his own equipment and 
car for providing the service.



SCENARIO A

• Step 1: Yes

• Step 2: NO
• paid to produce a 

specific result
• required to provide the 

equipment or tools
• required to have 

mistakes fixed at your 
own expense

• Step 3: Yes

• The PSI applies, have
limitation on deductions.



SCENARIO B

• Step 1: Yes

• Step 2: Yes
• paid to produce a specific 

result
• required to provide the 

equipment or tools
• required to have mistakes 

fixed at your own expense

• The PSI rules do not apply.
The expenses of
equipment and car can be
deductible.



PERSONAL SERVICES BUSINESS (PSB)

Qualification to be 
considered as a PSB 

are:

• You are getting paid for 
the result not per hour

• Have public liability 
insurance

• More than one client

• Turnover more than 
$2500 annually

Do you have a turnover of 
more than $75000? 

•Yes? You would need 
to register and report 
for BAS and GST. 

Eligible for Business 
Expense Deduction

•Public liability insurance, 
licence renewals, travel, 
purchasing and laundering 
of uniforms, stationery….

•All of them require 
evidence just in case ATO 
requests for them.



Anti-avoidance rules may still apply

The ruling states that the general anti-avoidance provisions in Part IVA of the ITAA 1936 may still apply 

to cases where a PSE is considered to be conducting a PSB and the PSI rules do not apply. Particularly 

where there are factors indicating that the dominant purpose of the arrangement is to obtain a tax 

benefit by diverting, alienating, or splitting an individual’s PSI or retaining profits in the lower taxed PSB.

For example, Jason is an independent contractor conducting a PSB through an interposed company 

that is a PSB because it passes the results test in relation to Jason’s PSI. Jason is the only employee 

of the company, and he is paid salary from the company that is substantially less than the contracted 

price for his work. The profit made as a result of paying Jason’s salary less than the contracted price is 

either distributed to Jason’s spouse who is on a lower marginal tax rate, or the income is accumulated 

in the interposed company and taxed at the lower company tax rate (i.e. 25%). Were the ATO 

determines the dominate purpose of this arrangement is to obtain a tax benefit, Part IVA may apply to 

reverse the tax benefit.



Thank You
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