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Change in small business tax rates

On 19 May 2017, the tax laws were amended to change the tax rate applicable to small businesses. This amendment
also altered the threshold for determining whether a business is considered a small business for taxation purposes. These
amendments are effective for income tax years commencing on or after 1 July 2016.

In this alert, the term “small business” refers to companies that are either Small Business Entities or Base Rate Entities for
income tax purposes.

The small business company thresholds and tax rates for the applicable years are as follows:

Aggregated turnover is Small Business
Income year
less than Company tax rate

2016/17 $10m 27.50%
2017/18 $25m 27.50%
2018/19 $50m 27.50%
2019/20 $50m 27.50%
2020/21 $50m 27.50%
2021/22 $50m 27.50%
2022/23 $50m 27.50%
2023/24 $50m 27.50%
2024/25 $50m 27%
2025/26 $50m 26%
2026/27 $50m 25%

Measuring Deferred Tax balances

Measuring deferred tax assets and liabilities requires an entity to make a determination as to when the asset will be realised or liability
settled, and apply the tax rate that is expected to apply. Consider the following example:

An entity has $10M of unused tax losses as at 30 June 2017. The entity expects to utilise these as follows:

Tax loss to be utilised

2018 $5m
2019 $4m
2020 $1m
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The company has an aggregated turnover in 2017 of $40M and expects that this will remain consistent for the foreseeable future.

Once management have determined the period in which the losses will be utilised and forecast their expected aggregated turnover, the
entity should determine the tax rate applicable in the relevant years. The entity does not expect to meet the small business threshold in
2018, but due to the change to the threshold in 2019, they expect to meet the threshold from 2019 onwards. Therefore the tax rates
applicable to each year are as follows:

Year ending ESImETEE] egeeeE! O Base rate threshold Elgfials tier lemier 22 Tax rate applicable
turnover rate?

2018 $40m $25m 30%
2019 $40m $50m Yes 27.5%
2020 $40m $50m Yes 27.5%

The entity should then calculate the deferred tax asset associated with the tax losses using the rate that will apply when the tax losses
are utilised:

Tax loss to be utilised | Applicable tax rate Deferred Tax

2018 30% $1,500,000
2019 $4m 27.5% $1,100,000
2020 $1m 27.5% $275,000

Therefore as at 30 June 2017, the deferred tax asset is calculated to be $2,875,000.
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About Crowe Horwath

At Crowe Horwath, we are focused on meeting the needs of businesses and the individuals within them through a collaborative
approach to financial services. In conjunction with our parent company, Findex, we pride ourselves on an integrated service offering,
giving you the peace of mind that comes with knowing your financial and lifestyle goals and objectives are our focus.

With over 110 offices throughout Australia and New Zealand, our vast geographical footprint provides you direct access to over 3,000
expert advisers and professionals. Located in most regional, rural and metropolitan areas, we are well positioned to assist you in

building your wealth and better managing your financial future.

Our Specialist Tax division has a diverse client base, working closely with all stakeholders to deliver meaningful tax outcomes. Our
advisory team is recognised as a leader in the financial services industry, blending technical proficiency and the highest quality advice
with exceptional client service and excellence in communication.

Tel 1300 856 065
www.crowehorwath.com.au

The relationship you can count on

This document has been prepared by Findex Group Limited (Findex). The information is of a general nature only and does not take into account your
objectives, financial situation or needs. You should consider whether the information is suitable for you and your personal circumstances. This content is
not intended to constitute legal or taxation advice as it is of a general nature only. If you require legal or taxation advice, we recommend you speak to a
qualified adviser.

All information, opinions, conclusions, forecasts or recommendations are current at the time of compilation but are subject to change without notice.
Findex assumes no obligation to update this content after it has been issued. You should seek professional advice before acting on any material.

Crowe Horwath Australasia Pty Ltd ABN 93 006 650 693 is owned by Findex. Crowe Horwarth Australasia Pty Ltd is a member of Crowe Horwath
International, a Swiss verein. Each member firm of Crowe Horwath is a separate and independent legal entity. Crowe Horwath Australiasia Pty Ltd and
its affiliates are not responsible or liable for any acts or omissions of Crowe Horwath or any other member of Crowe Horwath and specifically disclaim
any and all responsibility or liability for acts or omissions of Crowe Horwath or any other Crowe Horwath member.

Liability limited by a scheme approved under Professional Standards Legislation (other than for the acts or omissions of financial services licensees) in
each State or Territory other than Tasmania.

Crowe Howarth (Aust) Pty Ltd ABN 84 006 466 351 | Findex Advice Services Pty Ltd ABN 88 090 684 521 AFSL No. 243253 trading as Crowe
Horwath Financial Advice | Crowe Horwath Financial Advice Pty Ltd ABN 51 060 092 631 AFSL No. 238244. September 2017
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