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This information is provided by Knowledge Shop Pty Ltd ABN 90 107 532 945 (Knowledge Shop) and is protected by copyright
under the Copyright Act 1968 (Cth).

This information is general information only and not intended to be financial product advice, investment advice, tax advice or legal
advice and should not be relied upon as such. As this information is general in nature it may omit detail that could be significant to
your particular circumstances. Scenarios, examples, and comparisons are shown for illustrative purposes only. Certain industry
data used may have been obtained from research, surveys or studies conducted by third parties, including industry or general
publications. Knowledge Shop has not independently verified any such data provided by third parties or industry or general
publications. No representation or warranty, express or implied, is made as to its fairness, accuracy, correctness, completeness or
adequacy. We recommend that individuals seek professional advice before making any financial decisions. This information is
intended to assist you as part of your own advice to your client. Use of this information is your responsibility. To the maximum
extent permitted by law, Knowledge Shop expressly disclaims all liabilities and responsibility in respect of any expenses, losses,
damages or costs incurred by any recipient as a result of the use or reliance on the information including, without limitation, any
liability arising from fault or negligence or otherwise. While all care has been taken to ensure the information is correct at the time
of publishing, superannuation and tax legislation can change from time to time and Knowledge Shop Pty Ltd is not liable for any
loss arising from reliance on this information, including reliance on information that is no longer current. Tax is only one
consideration when making a financial decision.
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Treatment of capital gain by different taxpayers

e WO general concessions available —

* Frozen indexed cost base, for assets acquired before 11:45am on 21 September 1999
* Discounted capital gain

[ | he general concessions is available to: ——

« Individuals
e Trustees of trust
* Superannuation Funds

’— General concessions are not available Companies —‘
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What is a discount capital gain?

3

A capital gain made by an individual, a complying

superannuation entity or a trust (and not a company)

Arising from a CGT event happening after 11.45 am
(AEST) on 21 September 1999

Worked by reference to u

From an event happening
acquired at least 12 months before CGT eve
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Treatment of capital gain by different taxpayers

.

50% of difference between disposal consideration and

Individuals and unindexed cost base
« if asset was acquired pre 21 September 1999, 100% of
Trustees difference between disposal consideration and frozen

indexed cost base

* two-thirds of difference between disposal
SU perannu atio n consideration and unindexed cost base
if asset was acquired pre 21 September 1999, 100%
funds of di b i consi ionand

frozen indexed cost base
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What is not a discount capital gain?

Integrity
provision for
shares and units

Certain events

not covered
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The Funhdamentals

Foreign residents

CGT general discount for foreign residents

For CGT events that happen after 8 May 2012, a foreign
resident is not eligible for CGT discount unless either

* Asset was acquired before 8 May 2012
* taxpayers may elect to preserve a pro-rated discount for gain that accrued up
to that date
* Taxpayer had a period of Australian residency after that date
* they will have a pro-rated discount percentage that reflects their relative
period of residency

Formula for calculating discount percentage in different
scenarios is set out law

* ATO has a CGT discount worksheet to assist in calculation
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CGT general discount for foreign residents
8 May 2012
Resident CGT event happens.
may apply*
Non-resident | --------------- No CGTdiSCOUNt e mmmm e e =) >
Resident becomes CGT discount percentage reduced
non-resident — T TTTTTTTTTTTTo
Market for. d Figure 1
S — DKNOWLEDGE

The Fundamentals

Discount passing through a trust

Calculating gains passing through a trust

STEP Calculating the beneficiary’s extra capital gains under Subdiv 115-C
STEPONE  Determine the beneficiary’s share of a capital gain
This is the dollar amount comprising:
= any part of the capital gain to which they are specifically entitled
+  aproportionate share of any part of the capital gain remaining after all specific
entitlements to it have been determined — this is the beneficiary’s adjusted Div 6
percentage of the gain.
STEPTWO  Determine the share as a percentage of the capital gain
Step one amount

e ———— T 100
Total amount of the capital gain %
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Calculating gains passing through a trust

STEP Calculating the beneficiary’s extra capital gains under Subdiv 115-C
step the y gain
THREE Net income of the trust that relates 5 Percentage worked out at step two
to the capital gain
step Gross up the attributable gain for any discounts applied by the trustee to the gain
FOUR Discount applied Gross up required
None None
Either (but not both) the general CGT Double the amount
discount or the small business 50%
reduction
Both discounts were applied Quadruple the amount

The attributable gain (grossed up as appropriate) gives the beneficiary an extra capital gain.
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The Fundamentals

Inherited assets

Special rule for discount purposes

CGT asset (in hands of . R B
yis to acquire the asset ...
d) was ...
Post-CGT When the deceased acquired the asset
Pre-CGT When the deceased died
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Proposed changes

Overview

Capital gain tax reform

Cost base indexation

* From 1July 2027

* Applies to all assets including pre-CGT assets

* New residential property — Choice of indexation (and minimum tax) or 50% discount
Minimum tax on capital gains

* Minimum rate of 30% will also apply to real capital gains

* Exclusions for recipients of means-tested income support payments
Transitional arrangements

* Assets owned prior to 1 July 2027 and sold after 1 July 2027 — 50% discount applies up to 30
June 2027, indexation and minimum tax from 1 July 2027 — using market value cost base as
at 1July
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How disposal of CGT assets will be impacted

CGT asset acquired by an Australian resident individual or trust ...

Before 1 July

Before 1 July
Before 20
di2:207523c::f September Between 1985 22\2,::3:"%? After 1 July
P 1985 i.e. a pre- and 1999 2027
before 1 July

CGT asset after 1July
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Proposed changes

The detail

Calculating the net capital gain

Classify capital gains CLASSIFY capital gains:
(a) deferred non- residential capital gains
(b) deferred residential capital gains
(c) non-residential capital gains
(d) residential capital gains
Total each category
Adjust total capital STEP 1 REDUCE each total (but not below nil), in order of categories above, by:
gain for each = any capital loss made during the income year
category

STEP 2 = any previously unapplied net capital losses from earlier income years

STEPS 3 & |» for residential gains, sum of any quarantined amount for income year:
4 first — to deferred residential capital gains
then - to residential capital gains

STEP 5 = discount percentage

STEP 6 « applyanysmall business concession

Find net capital

gain STEP 7 Sum of any totals remaining is your net capital gain for income year

Deemed sale just before, and reacquisition on 1 July 2027

Calculated undar CGT event = reafisation

CGT asset existing law

acquited CGT asset sold

Capital gain or loss from
I realisation event I

Calkulated under
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Discount capital gains

A CGT discount of 50% remains available for

CGT events on or after 1 July 2027 relating to:

* new residential dwellings, and

¢ any other CGT assets determined by the Minister by legislative
instrument

A CGT discount of up to 60% remains available
for CGT events on or after 1 July 2027 in relation

to investment in affordable housing
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Amendments for trusts with net capital gains

Modification to general rules where

Beneficiaryis not entitled to indexation
(i.e. company or foreign resident beneficiary)

Trustee has choice of CGT discount or indexation because CG from new
residential dwellings or affordable housing

Calculat being done to determine a trustee’s taxation amount

©KNOWLEDGE
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Proposed changes

Minimum tax on capital gains




Tax gap amount

’— Minimum n or after 1July 2027 —‘
’— Applies to individuals —‘

Recipients of certain payments prescribed in a legislative

instrument (. Age pension or JobSeeker) excluded

Applies to all CGT assets ———————

* Other than new residential dwellings or affordable housing unless taxpayer chooses
indexation and minimum tax over applying CGT discount

Minimum tax method statement

Method statement

Step1 Multiply your minimum tax capital gain for income year by 30%

Step2 Work out your basic income tax liability for income year, disregarding this Division

Work out what amount at step 2 would be if taxable income for income year were

Step3 reduced (but not below nil) by amount of your minimum tax capital gain

Step4  Subtract amount at step 3 from amount at step 2
Step5 Subtract amount at step 4 from amount at step 1
Step6 Round result down to nearest whole dollar

Step 7 If > nil, you have a minimum tax gap amount for income year equal to that amount

©KNOWLEDGE
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Proposed changes

Worked examples




Example 1a

. 1January 2027 1July 2027 2 January 2028
Thomas I ! .
I I [
Purchased shares I Sold shares
$100,000 $120,000
MV = $106,000
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Example 1a
. 1January 2027 1July 2027 2 January 2028

| | |

Thomas

Purchased shares

I I I

I Sold shares
$120,000

$100,000
MV = $106,000
Value 1July 2027 $106,000 Capital proceeds $120,000
Cost base $100,000 Value 1 July 2027 $106,000
Capital gain $6,000 Indexed Cost base $108,000
©KNOWLEDGE
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Example 1a
Classify capital CLASSIFY capital gains:
gains (a) deferred non- residential capital gains $6,000
(b) deferred residential capital gains
(c) non-residential capital gains $12,000
(d) residential capital gains
Total each category
Adjust total |step 1 |REDUCE each total (but not below nil), in order of categories above, by: n/a
capital gain = any capital loss made during the income year
for each sTEP 2 |= any previously unapplied net capital losses from earlier income years n/a
category sTEPS |» for residential gains, sum of any quarantined amount for income year: n/a
3&4 first - to deferred residential capital gains
then - to residential capital gains
step5 | discount percentage ($3,000)
step 6 |= applyanysmall businessconcession n/a
Fim! net . |STEP 7 | Sum of any totals remaining is your net capital gain for income year $15,000
capital gain




Example 1b

. 1January 2027 1July 2027 2 January 2028
Thomas I | !
I I [
Purchased shares I Sold shares
$100,000 $90,000
MV = $106,000 :
Value 1 July 2027 $106,000 Capital proceeds $90,000
Costbase $100,000 Value 1July 2027 $106,000
Capital gain $6,000 Indexed Cost base $108,000
B KNOWLEDGE
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Example 1b
Classify capital CLASSIFY capital gains:
gains (a) deferred non- residential capital gains $6,000
(b) deferred residential capital gains
(c) non-residential capital gains
(d) residential capital gains
Total each category
Adjust total |sTep 1 | REDUCE each total (but not below nil), in order of categories above, by:
capital gain = any capital loss made during the income year ($16,000)
forteach STEP 2 |= any previously unapplied net capital losses from earlier income years n/a
categor
gory sTEPS |« for residential gains, sum of any quarantined amount for income year: n/a
3&4 first - to deferred residential capital gains
then - to residential capital gains
step5 = discount percentage n/a
sTEP 6 (= applyanysmall businessconcession n/a
Find net P 0 P
capital gain STEP 7 | Sum of any totals remaining is your net capital loss for income year ($10,000)

Example 2a

. 1 January 1980

1January 2027 1July 2027

| | |

Conner

| I |

Purchased land Sold land
$100,000 $600,000
Disregard
capital gain
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Example 2b

[ ] 1 January 1980

[ |

1July 2027

|

1 January 2028
|

Conner T

Purchased land
$100,000

I

1

MV = $550,000

J

|

Disregard
capital gain

[

Sold land
$600,000

$600,000
$550,000
$560,000

Capital proceeds
Value 1 July 2027
Indexed Cost base
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Example 2c

. 1January 1980 1July 2027 1January 2028
Conner | ! .
I I I
Purchased land t Sold land
$100,000 $600,000
MV = $650,000

J |

|

Disregard
capital gain

|

Capital loss
available
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Example 3a

Method statement

Lewis
Year ended 30 June 2028
Salary $25,000
Capital gain $50,000
Total $75,000

Assume CG is a minimum
tax capital gain

Step 1
Step 2
Step 3
Step 4
Step 5
Step 6

Step7

Multiply your minimum tax capital gain for income year by 30%

Work out basic income tax liability, disregarding this Division

Work out what amount at step 2 would be if taxable income for
income year were reduced by minimum tax capital gain

Subtract amount at step 3 from amount at step 2
Subtract amount at step 4 from amount at step 1

Round result down to nearest whole dollar

If > nil, you have a minimum tax gap amount for income year

equal to that amount*

$15,000
$12,752
$952
$11,800
$3,200
$3,200

$3,200

*Applied as imposition of an additional rate of income tax —>$3,200/$50,000= 6.4%
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Example 3b

Method statement

. Step1 Multiply your minimum tax capital gain for income year by 30%  $15,000
Lewis Step2 Work out basic income tax liability, disregarding this Division $18,752
Stans Work out what amount at step 2 would be if taxable income for $3,752
Year ended 30 June 2028 P income year were reduced by minimum tax capital gain g
Salary $45,000  gon4  Subtract amount at step 3 from amount at step 2 $15,000
Capital gain $50,000
Total $95,000 Step5 Subtract amount at step 4 from amount at step 1 $0
Step6 Round result down to nearest whole dollar $0
Assume CG is a minimum Step 7 If > nil, you have a minimum tax gap amount for income year $0
tax capital gain P7  equal to that amount
B KNOWLEDGE
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Example 3c
Method statement
® Step1 Multiply your minimum tax capital gain for income year by 30%  $6,000
Lewis Step2 Work out basic income tax liability, disregarding this Division $18,752
Work out what amount at step 2 would be if taxable income for
Year ended 30 June 2028 Step3 income year were reduced by minimum tax capital gain s
Salary $45,000  §tep4  Subtract amount at step 3 from amount at step 2 $6,000
Capital gain $50,000
Total $75,000 Step5 Subtract amount at step 4 from amount at step 1 $0
Step6 Round result down to nearest whole dollar $0
Assume CG is made up of: Step 7 If > nil, you have a minimum tax gap amount for income year $0
* $30,000 deferred P equal to that amount
* $20,000 non-deferred
(both non-residential) GKNOWLEH%E

Questions?

Use the question box for any
questions you have!
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