Advice Essentials
CGT Rollovers

Presented by Trung Vu

Redchip Acis.




CGT Rollovers Roundup

* An overview of the most
interesting CGT Rollovers
and what to look out for

* Including some lesser
known rollovers that may
apply to your clients
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Introduction

1. Pre-Restructure = Initial Structure

2. Business Lifecycle

3. Rollover = Restructure
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Pre-Restructure

Company

Unit
Trust

Sole
Trader
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Different Structures

Asset Protection

Ease of Sale v  (Asset sale) v’ (Asset sale) v  (Asset sale) v  (Asset sale)
v % (Unit sale) v'|% (Share sale)

Tax— Revenue Asset x Balancing Adjustment x (Asset sale—BA) x BA x (Asset sale - BA)

(BA) v' (Unit sale) v’ (Share sale)
Tax— CGT Reductions v’ Capital Asset (CA) v'[x (Asset sale —CA) v CA x /v (Asset sale —CA)

v (Unit sale) v (Share sale)
Income Flexibility x v v v
Stamp Duty Exemption x (QLD, NT, WA) x (Asset sale—QLD, NT, WA) x (QLD, NT, WA) x (Asset sale—QLD, NT,
v (ACT, NSW, SA, TAS, % (Unit sale —QLD) v (ACT, NSW, SA, TAS, WA)
VIQ) v (Unit sale— NT, WA) VIQ) v’ (Share sale)

v (ACT, NSW, SA, TAS, VIC)
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Who has clients that don’t care about costs?

@
Unit Company
Trust

.
Unit Trust Deed: $800 Family Trust Deed: $800 Company: $1,200 Establishment
$1,500 pa Unit Trust: $1,500 pa Family Trust: $1,500 pa Company: $1,500 pa Financial/Tax
Beneficiary: $300 pa Beneficiary: $300 pa Beneficiary: $300 pa
$0 $0 $0 Company: $263 pa ASIC
$0 $800 $800 $1,200 TOTAL

$1,500 pa $1,800 (1 x Beneficiary) $1,800 (1 X Beneficiary) $2,063 (1 x Beneficiary)



Acis’ favourite slide

Trustee

Company

Unit
Trust
Sole

Fadlly
Trader °

*

}
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Unit Trust Deed: $800 Family Trust Deed: $800 Company: $1,200 Establishment
Corporate Trustee: $1,200 Corporate Trustee: $1,200 Trust Deed: $800
Family Trust Deed: $800  Bucket Company: $1,200  Bucket Company: $1,200
Bucket Company: $1,200

$1,500 pa Unit Trust: $1,500 pa Family Trust: $1,500 pa Company: $1,500 pa Financial/Tax
Family Trust: $1,000 pa Bucket: $1,000 pa Family Trust: $1,000 pa
Bucket: $1,000 pa Beneficiary: $300 pa Bucket: $1,000 pa
Beneficiary: $300 pa Beneficiary: $300 pa
$0 Corporate Trustee: $263 pa Corporate Trustee: $263 pa Company: $263 pa ASIC
Bucket: $263 pa Bucket: $263 pa Bucket: $263 pa
$0 $4,000 $3,200 $3,200 TOTAL
$1,500 pa $4,326 pa $3,326 pa $4,326 pa
(1 x Bucket & 1 x (1 x Bucket & 1 x (1 x Bucket & 1 x
Beneficiary) Beneficiary) Beneficiary)
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Trung’s statement:

It is the value of the business that

determines the appropriate structure!




Business Lifecycle
@

t

 25% tax = $105,000 EBITDA
* 2.5 XEBITDA ~ $250,000

* What happens when EBITDA A\ $105,000 pa
* Pay higher taxrate; or
* Restructure
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Individual to Family Trust

Rollovers Considerations

Subdivision 328-G CGT assets
« Genuine restructure [ safe harbour
« Small business entity
o Active asset
« No change in economic ownership —FTE
 All parties Australian residents

Section 40-340 Revenue Assets - If conditions in subdivision 328-G are satisfied
Stamp Duty Exemption ¢ (QLD, NT, WA) - x
. (ACT, NSW, SA, TAS, VIC) - v

Admin e NewABN&TFN
« Assign contracts —suppliers & customers



Individual to Company - (a)

100%

g Company

Rollovers Considerations

Subdivision 122-A CGT assets
« Consideration is only non-redeemable shares
e Individual must own all shares
« Market value of shares substantially the same as market value of assets transferred
o All parties Australian residents

Subdivision 328-G CGT assets

Section 40-340 Revenue Asset - If conditions in subdivision 122-A/328-G are satisfied
Stamp Duty e (QLD, NT, WA) - x

Exemption « (ACT,NSW, SA, TAS, VIC) - v/

Admin « NewABN &TFN

« Assign contracts suppliers & customers



Individual to Company - (b)

[ J
Company

Rollovers Considerations

Subdivision 122-A x (fail section 122-20(1)) — ‘you’ did not receive shares
100%
Subdivision 328-G x (fail section 328-440(a)(ii) — the asset is not included in the property of
a family trust
Section 40-340 x (fail section 40-340(1)(c)) — fail rollover under subdivision 122-A or
328-G
Subdivision 152 Alternative:

o CGT Discount

 Active Asset Reduction

¢ 15year exemption —in connection with your retirement
» Retirement Exemption —53 years

« Small business rollover —replacement asset (2 years)




Individual to Company - (c)

Stepa X%

g Company

ses N
1. Rollover Either Subdivision 122-A/328-G or Section 40-340
YPo Step2
2. Value Shift Section 725-70(1) —de minimus
Part IVA Dominant Purpose — asset protection
Stamp Duty o (QLD, NT,WA) - x
Exemption « (ACT, NSW, SA, TAS, VIC) - v/
Admin » NewABN &TFN

Assign contracts — suppliers & customers
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Business Lifecycle

* 25%tax =$105,000 EBITDA

* 2.5 XEBITADA ~ $250,000

* What happens when EBITDA A\ $105,000 pa
* Bucket—when does bucket become unwieldly?
e 7-year UPE? PCG 2017/137 Restructure?
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$105K | Yr8 | Yrg | Yrio | Yri1 | Yri2 | Yra3 | Yris
(15%)
2.86 2.86 2.86 2.86 2.86 2.86 2.86

$20K

$40K 5.71 5.71 5.71 5.71 5.71 5.71
$60K 8.57 8.57 8.57 8.57 8.57
$85K 12.14 12.14 12.14 12.14
$110K 15.71 15.71 15.71
$142K 20.00 20.00
$180K 25.71

Total $2.86 $8.57  $17.14  $29.28  $44.99 $64.99  $90.7

$6.17K  $10.19K
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$35K

$75K
$130K
$200K
$290K
$405K

$560K

10.71

10.71

18.57

10.71

18.57

28.57

10.71

18.57

28.57

41.43

10.71

18.57

28.57

41.43

57.86

(30%)

10.71

18.57

28.57

41.43

57.86

80.00

Tax

$0.27K

$1.63K

$2.79K

$4.27K

$6.17K

$10.19K

Top-up



Family Trust to Company

Company
. . A
Subdivision 122-A CGT assets
Subdivision 328-G CGT assets
Section 40-340 Revenue Asset - If conditions in subdivision 122-A/328-G are satisfied
Stamp Duty * (QLD, NT, WA) - x
Exemption « (ACT, NSW, SA, TAS, VIC) - v
Admin * NewABN&TFN

» Assign contracts — suppliers & customers
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Unit trust to Company

Unit Company
Trust

: . A
Subdivision 122-A CGT assets
Subdivision 328-G CGT assets
Section 40-340 Revenue Asset - If conditions in subdivision 122-A/328-G are satisfied
Stamp Duty * (QLD, NT, WA) - x
Exemption « (ACT, NSW, SA, TAS, VIC) - v
Admin .

New ABN & TFN Unit
» Assign contracts — suppliers & customers
Trust
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100%

>
Company
Trust
. . A
Subdivision 124-N CGT assets:

* all assets transferred in 6 months;

* new company;

* unitholding to shareholding proportions remain the same; and

* unitholding to shareholding proportionate market values
substantially the same.

Section 40-340 Revenue Assets - If conditions in subdivision 124-N is satisfied
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Holding Company - Interposition

Company

Rollovers Considerations

Subdivision 124-M CGT assets:
« scrip for scrip (share for share); *
 single arrangement;

« 80% or more of voting shares in original company;
« all owners could participate;
- participation on substantially the same terms; Hold Co
« post-CGT original shares;
« non-arm’s length transaction requirements:
= |less than 300 members;
= capital proceeds substantially the same market value as original shares; and
= replacement shares carry same rights and obligations as original shares.
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Rollovers Considerations

Subdivision 124-M Scrip for scrip

Subdivision 615 CGT assets:
« atleast 2 shareholders;
« all shares exchanged;
« whole number of shares;
« percentages remain the same; * *
« market values remain the same;
 shareholderis an Australian resident or shares are taxable Australian property; and
e must be non-redeemable shares;

Company

Hold Co
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Section 588V Corporations Law

Trade Co

Pty Ltd

" Demerger
Reasonable Division 125
| grounds
for | Consider
suspecting Section 45B
Family Family
Trust frust

Slide 47



Thank you!

Questions? Contact Us

Legalservices@acis.net.au
or lanT@redchip.com.au

Redchip Acis.

Plan to succeed




