
ATO 
INCOME 
LABELS 1 
TO 5 



Label 1 –
Income from 
salary or 
wages What we need to declare 

here?

Income from salary or wages 
where tax was withheld,



Income from 
salary or 
wages include:

Salary or wages 

Commission 

Bonus 

Income from part time or casual work

Parental leave pay

Dad and partner pay 



Amount shown on an income statement or payment 
summary for lost salary or wages paid under:

Income 
protection 

policy 

A sickness or 
accidence 

insurance policy 

Worker 
compensation 

scheme 



Other incomes 
like:
• Amount shown on income 

statement or payment 

summary for special payment 

results from COVID 19

• Foreign employment (if you 

are Australian government 

agency employee)



Proof to check 
Prefill statement 

Income statement 

PAYG payment summary 



Contains of income statement 

Gross 
income 

Total tax 
withheld 

Foreign 
tax paid 

Employer 
ABN



(Tit – Bites) 
What is ABN?? Australian business number 

(ABN) mandatory for 
operating business in 
australia 

Similar to TAN/ CIN in India



Question Time!!

Mr. Raju is an student 
currently studying in austrine
university in australia and he 

worked part time 5 hours 
everyday for the part of the 

Financial year, do he need to 
declare his income ???

Income statement contains 
gross or net income???



Answers!!

All income earned in Australia 
must be declared, even if: 

He is a student

He works part-time

He works only a few hours per day

An income statement under ATO 
primarily contains gross income, 
along with tax withheld and other 

details.



Label 2 – Allowances, earnings, tips, 
director fees etc

Allowances 
Director 

fees 
Tips



(Tit- Bites) 
Difference 
between 
salary and 
allowances

Salary – Fixed income

Allowances – Additional 
benefits provided by 
employer to cover certain 
expenses



Payment from 
which tax was 
not withheld 

Salary or wages or commission 

Part time or casual work

Consultation fees



Types of 
allowances

Car, travel and transport allowance 

Tool, clothing and laundry allowances 

Meal and entertainment allowances

Award Transport Payments

Dirt, Height, Site, First Aid and Risk Allowances



Not to include 
this type of 
allowances:

You received travel or overtime meal 
allowance paid under an industrial law,award 
or agreement 

It was not shown on income statement 

Spend whole amount on deductible 
expenses

It does not exceed commissioner 
Reasonable allowable amount 



Proof to check 

Income statement 

PAYG Payment summary 



Question 
Time!! Ms.priya received overtime 

allowance and spend her whole 
allowance income on deductible 
expenses, do she needs to 
declare her income??

Karthik received parental leave in 
which tax was not withheld, 
where it needs to be declared –
label 1 or label 2???



Answers!!

Yes, Ms. Priya must declare her 
income, even if she spent all of it 
on deductible expenses.

Even if tax was not withheld, 
Karthik must still declare the 
parental leave pay at Label 1 
(Salary or wages).



Label 3 –
Employer 
Lumpsum 
payment When to declare 

When you receive lump sum 
payment from your employer for 
unused annual leave or unused 
long service leave



Do not include:

Lumpsum 
payment due to 
early retirement 

Employer lump 
sum payment in 

arrear



Label 4- Employment termination 
payment 

When to declare When you receive income due 
to employment terminated



Types of ETP
Gratuity or golden handshake

Early retirement scheme above tax free 
limit 

Unused sick leave

Compensation for wrongful dismissal 
provided it is paid within 12 months of 
actual termination of employment 



Do not include:
Foreign termination 
payment were not exempt 
from income tax of foreign 
country 

ETP received as trustee of 
deceased trust



(Tit – Bites) what is deceased 
trust and who it’s beneficiary???

• A deceased trust is created when a person dies and their money/assets 

are temporarily managed by the executor before being given to family or 

others.

• The beneficiaries are the people who will receive the money or assets 

from the deceased person’s estate.



Question Time!!!
• Mr.vijay received employment 

termination payment from India which 

is taxable there, now the question is in 

which label it will be taxable label 3 or 

label 4 ???



Answer!!!
• If the amount was already taxed in India and qualifies 

as a foreign termination payment, then it may not be 

taxable in Australia and may not need to be shown in 

the tax return.



Label 5 : 
Australian 
government 
allowances and 
payment 

• Various types of Australian government allowances:

• Jobseeker payment 

• Youth allowance 

• Austudy allowances 

• Parenting allowances 

• Farm household allowances

• Education payment of any of following allowances when you 

are 16 years or more,

• ABStudy living allowance

• Payment under veteran children education scheme

• Disability recovery allowances 

• Youth disability supplement as a component of:

• Youth allowance 

• ABStudy living allowance 



Exemptions on certain 
type of government 
allowances where we do 
not need to pay taxes

• carer payment where either: 

• both the carer and the care receiver are 
under age-pension age

• the carer is under age-pension age and any of 
the care receivers has died.

• disability support pension paid by Centrelink, 
if you are under  age-pension age

• invalidity service pension, if the veteran is 
under age-pension age

• partner service pension where either

• the partner and the veteran are under the 
age-pension age and the veteran is receiving 
an invalidity service pension

• the partner is under  age-pension age, the 
veteran has died and was receiving an 
invalidity service pension at the time of death.



Beneficiary tax 
offset
• Tax offset reduce the 

amount of tax you have to 

pay, For that we generally 

use ATO calculator 



Proof to check 

PAYG PAYMENT SUMMARY 

A Letter from the agency that 
Paid youth allowance or 
payment stating amount you 
received



Prefill Statement 



Xero online 
prefill 



Unfinalized STP



Income summary



PAYG Payment Summary



Moral of the day 

Dream doesn’t become 

real through magic , 

it’s need sweet 

determination and hard 

work 



Thank you all
• Have a great day!!
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