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Dear Paul,
Board of Taxation: Red Tape Reduction Review

CPA Australia is Australia’s leading professional accounting body and one of the largest in the world. We represent the
diverse interests of more than 175,000 members in over 100 countries and regions. We make this submission in response to
the Board of Taxation consultation Red Tape Reduction Review on behalf of our members and in the broader public interest.

Australia has a genuine opportunity to simplify its tax system, if the government is willing to take a broader structural view
rather than making only incremental changes. A combination of a broader consumption base (via the Goods and Services
Tax), flatter income tax settings, fewer thresholds and simpler superannuation administration would reduce red tape and
improve confidence in the system.

Our members across all market segments consistently report that the volume and complexity of regulation continue to
increase. Complexity in the tax system adds significantly to compliance costs, particularly burdening small businesses,
diverting attention and resources from core business operations, hindering growth and innovation.

We understand that the Board of Taxation’s review is focussed on administrative and regulatory simplification, and that
major or broad tax reform is outside the scope of this Red Tape Review. We have confined our feedback to matters that
meet the review’s criteria. We have identified the three most significant red tape issues affecting large businesses and the
three most significant issues affecting SMEs, each of which represents an opportunity for immediate and measurable
productivity gains. However, while the review appropriately seeks to prioritise “easy fixes”, it is equally important not to lose
sight of opportunities for longer-term, structural reforms that would deliver sustained reductions in red tape. A balanced
approach requires both quick wins and a clear roadmap for more substantial improvements. Accordingly, we have included
additional medium- and long-term options in Appendix C for the Government’s future consideration.

The Australian tax system is already highly complex, which can deter foreign investment, hinder entrepreneurship and
innovation, and act as a drag on productivity. Simplifying the existing tax framework and reducing compliance burden is
essential to fostering productivity and attracting sustainable investment.

Please refer to the Appendices for our Top 3 issues to address for large business and SMEs respectively as well as detailed
discussions on the response to the consultation questions as it affects SMEs. We are also happy to discuss these issues
further.
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If you have any queries, please contact Jenny Wong, Tax Policy Lead on jenny.wong@cpaaustralia.com.au or Gavan Ord on
gavan.ord@cpaaustralia.com.au.

Yours sincerely,

Jenny Wong
Tax Policy Lead

CPA
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Appendix A

Top three red tape productivity for large business

1. Overlapping and duplicative international tax reporting

The proliferation of uncoordinated international tax reporting obligations imposes a disproportionate compliance burden on
large businesses and multinational corporations. We understand that over the years, with new legislative reform, new
disclosure boxes continue to be added with the inability to have boxes removed or in the absence of a review to streamline
tax reporting.

Large businesses must comply with numerous international tax disclosure obligations, including Country-by-Country
Reporting (private CbCR and public CbCR), Reportable Tax Position (RTP) schedules, International Dealings Schedules (IDS),
and contemporaneous transfer pricing documentation (master file/local file requirements) and the new short form local
filing requirements with a greater level of disclosures which apply from the 2025 income year. Appendix D provides examples
of where the possible overlap of disclosures occurs. There is also the overlap of disclosures provided as part of a Justified
Trust review process and again provided during the tax return reporting process.

The combined effect of these disclosure obligations imposes considerable cost in terms of resources and time, with
duplication and excessive granularity that appear to exceed international norms. Businesses are often required to repackage
the same data in multiple formats, with varying levels of aggregation, different timeframes and differing materiality
thresholds. While we recognise that the ATO requires certain information for assurance purposes, this must be balanced
against the usefulness of that information, whether it represents a reasonable and efficient use of business resources, and
whether the ATO should instead be supported with the capability to repackage or transform data that has already been
provided once to meet its specific requirements.

This duplication undermines the benefits of the ATO’s justified trust framework, as businesses that proactively and
transparently disclose their tax affairs are still required to complete a full suite of forms and schedules. General tax
administration and reporting demands have become unnecessarily onerous, leading to costs that are disproportionate to the
actual or perceived tax risk. This is acutely felt by large corporations, even those with high assurance and governance ratings.

Recommendations:

e Streamlining reporting: Reporting requirements should be streamlined to the minimum level required to confirm or
justify the tax being remitted to the ATO.

e Risk-based audit approach: The ATO should use a risk-based approach to determine whether any further audit or
investigation is warranted, rather than mandating excessive initial disclosure.

e Digital tools: Increasingly, digital and generative Al tools should be used to support reporting, compliance, and risk
management work.

e Review process: There should be regular reviews of the tax compliance framework to ensure that administration,
including tax return disclosures, reports, notices and elections, strikes the right balance between providing the ATO with
sufficient information and keeping compliance costs to a minimum.



2. Complexity of multiple layers of specific tax integrity rules

A significant source of red tape for multinational businesses arises from the layering of Australia’s integrity measures, which
increasingly overlap, duplicate one another, and create legal and administrative uncertainty. The interaction between the
Multinational Anti-Avoidance Law (MAAP)/Diverted Profits Tax (DPT), hybrid mismatch rules, thin capitalisation framework,
debt deduction creation rules (DDCR) and general anti-avoidance provisions such as Part IVA potentially results in multiple
integrity regimes applying simultaneously to the same commercial arrangement. This complexity is compounded by recent
administrative approaches, including the use of Part IVA not as a provision of last resort, which requires taxpayers to
undertake extensive, labour-intensive analysis.

Businesses report that the thin capitalisation reforms effective from 1 July 2023 and the debt deduction creation rules from 1
July 2024 are broad, complex and commercially disruptive. They require businesses to obtain sufficient information to trace
the use of related party debt or financing arrangements.

At a system level, the proliferation of integrity rules has resulted in multiple measures targeting the same perceived base-
erosion risks. With the implementation of Pillar Two, Australia should reassess the ongoing need for certain domestic rules
that now duplicate global minimum tax outcomes, consistent with the OECD’s recommendation to eliminate or modify
overlapping measures. Other jurisdictions including the United Kingdom, Italy and Germany have already taken steps to
streamline their corporate tax integrity settings such as the controlled foreign company (CFC) rules in light of Pillar Two.
Australia should follow suit by reevaluating its CFC rules as a first step in identifying broader opportunities for simplification.

Of additional concern is the trend towards self-executing anti-avoidance rules, such as the equity funded dividend rules and
DDCR provisions — which create additional complexity for taxpayers and advisers.

In addition, rushed legislative changes with inadequate consultation periods are a significant concern. Poorly designed policy
can result in regulations that are overly prescriptive, complex and burdensome for businesses, as exemplified by recent thin
capitalisation amendments, which created compliance challenges for many companies. The government should adhere
rigorously to best practice consultation guidelines with post implementation reviews with a commitment to address
unintended consequences. This is essential to ensuring that new policy and legislative changes are practical, well-informed,
and proportionate, reducing unnecessary compliance costs while maintaining the integrity of the tax system.

Recommendation

Addressing this complexity through improved legislative co-design processes and automatic post-implementation reviews
would lead to better law design, reduced uncertainty and lower compliance costs and paperwork in terms of tax filing
obligation disclosures, enabling businesses to redirect resources to investment, innovation and growth.

3. Simplify FBT

The Fringe Benefits Tax (FBT) regime remains one of the most administratively burdensome components of the tax system,
with compliance costs for employers large and small significantly outweighing the revenue it generates. The complexity of
the rules, including the need to identify, categorise and value a wide range of employee benefits such as digital devices and
minor expense payments, imposes disproportionate record-keeping and valuation obligations. Simplification measures
should be a priority, including the introduction of FBT grouping provisions and consideration of introducing substituted
accounting periods. In addition, Australia could adopt flat-rate or standard-value methodologies for common, low-risk
benefits to remove the need to determine market value or track actual costs for minor benefits. The Board of Taxation
should also review past reviews on FBT for additional opportunities to reduce red tape and compliance costs.

Recommendation

The government should prioritise a comprehensive simplification of the FBT regime to reduce disproportionate compliance
costs. This should include introducing:



e  FBT grouping provisions

e exploring the adoption of substituted accounting periods

e implementing flat-rate or standard-value methodologies for common, low-risk benefits to eliminate unnecessary
valuation and record-keeping requirements.

The Board of Taxation should also review findings from previous FBT reviews to identify further red tape reduction
opportunities and ensure the regime is aligned with contemporary business practices and administrative capacity.

Top three red tape productivity for SME business

1. Improve flexibility of Family Trust Elections

Family trusts are widely used in Australia as a legitimate and long-established structure for managing family assets,
supporting intergenerational wealth planning, and providing commercial flexibility for family-run enterprises. They enable
families to pool assets, protect them from business or personal risks, and distribute income in a way that reflects the needs
of individual members, including vulnerable or dependent beneficiaries. Family trusts are also commonly used by small and
medium-sized businesses as a practical vehicle for holding trading entities, managing succession and ensuring continuity
when ownership changes across generations. Their prevalence reflects not tax avoidance, but their suitability for managing
family financial affairs in a simple, flexible and cost-effective way.

Family trust elections (FTEs) in the tax law are excessively rigid and cannot be easily amended to reflect intergenerational
change, genuine administrative errors or unforeseen events such as the death of a test individual. In addition, ATO systems
including the tax agent portal do not consistently record historical elections, meaning even diligent advisers may be unaware
of elections made many years earlier.

A simple paperwork error can result in the imposition of family trust distribution tax (FTDT) at 47 per cent, with no discretion
available to the ATO to provide relief. Taxpayers may also face significant penalties, especially if the issue relates to an event
that occurred long ago.

Recommendation

Introduce a fairer and more practical framework by legislating amendments that:

e allow taxpayers to correct genuine administrative errors

e provide the ATO with limited discretion to remit FTDT in cases where no tax avoidance has occurred
e impose a statutory limit on how far back the Commissioner can revisit historical liabilities

This approach would significantly reduce inadvertent compliance traps while maintaining the integrity of the trust regime.
For further detail, please see CPA Australia’s submission to Treasury.

2. Simplify FBT

Small businesses face disproportionately high compliance costs when meeting their FBT obligations. The system requires
them to identify, categorise and value fringe benefits even in cases involving low-value, low-risk perks such as minor meals or
small gifts.

In many cases, the compliance burden far exceeds the actual FBT payable, discouraging small businesses from offering basic
employee benefits and creating unnecessary administrative drag on productivity.


https://www.cpaaustralia.com.au/-/media/project/cpa/corporate/documents/policy-and-advocacy/consultations-and-submissions/taxation/2025/treasury-family-trust-election-submission-cpa-australia-submission---16-july-2025.pdf?rev=afb83c815ac34443af045679aa7fb9bf

Recommendation

Develop an optional simplified FBT framework for small businesses, including:

e anincreased minor-benefits threshold (from $300 to at least $500, and potentially $1,000 per employee per year)

e simplified record-keeping requirements

e an optional flat-rate or standard-value method for common benefits (as noted above under the Top 3 for large business).

These reforms would reduce paperwork, improve certainty and remove barriers to providing modest employee benefits.

3. Establish a Small Business “Fix-It Squad”

Cross-agency coordination on small business red tape is inconsistent, and issues often persist for years without resolution.
Past initiatives have shown that rapid, targeted, multi-agency collaboration can yield practical solutions.

This could also be embedded into the legislative and policy design process, helping to identify potential compliance burdens
early and prevent poorly designed or conflicting rules.

Many of the red tape issues faced by small businesses fall between agencies or require administrative alignment, yet there is
currently no structured mechanism to address them in a time-limited, solution-focused manner.

Recommendation

Revive a Small Business Fix-It Squad as a joint Treasury/ATO/ASIC and other relevant agency taskforce designed to identify
and rapidly resolve red tape issues. The model should:

e focus on targeted, time-bound projects

e work directly with external stakeholders

e address both legislative and administrative pain points including interactions with the ATO.

A Small Business Fix-It Squad would provide an agile, practical mechanism to eliminate unnecessary regulatory friction across
multiple agencies.

We have provided further details and specific examples in Appendix B of red tape reduction issues/opportunities for SMEs by
answering the Board of Taxation’s consultation questions.



Appendix B
Consultation questions — responses for small business

Please note this Appendix expands on small business red tape issues referred to in Appendix B. For large business red tape
issues, refer to Appendix A.

Taxation remains one of the most significant sources of regulatory burden for small businesses. The complexity of payroll tax,
company tax and GST obligations requires a high level of accuracy, ongoing attention and, in many cases, professional advice,
placing considerable pressure on businesses with limited time and resources.

Evidence from a 2025 Australian Chamber of Commerce and Industry (ACCI) survey?! shows the scale of this burden. The
survey found that 77 per cent of businesses manage compliance internally, rising to 85 per cent among businesses with 20 to
24 employees. In practice, this often means that business owners or senior managers are personally responsible for
navigating tax and regulatory requirements, diverting time away from productive, revenue-generating activities.

The time costs are substantial. Thirty-nine per cent of respondents reported spending more than six hours per week on red
tape, increasing markedly to 58 to 63 per cent for larger small businesses (15 to 24 employees). These time burdens translate
directly into financial costs. Sixty-one per cent of small businesses reported spending more than $20,000 per year on
compliance-related expenses, while 57 per cent of businesses with 20 to 24 employees incur costs exceeding $50,000
annually.

Together, these findings highlight the cumulative impact of tax-related red tape on small business productivity, growth and
capacity to invest.

1. Red tape reductions involving tax administration

Are there specific tax processes, registrations or requirements that you believe could be administered differently to
materially reduce compliance burden and directly enhance productivity?

e Creating a single ‘source of truth’ across Australian Taxation Office (ATO) systems

Currently, taxpayers and their agents often see different balances, lodgement statuses and messaging depending on whether
they are using ATO’s Online Services for Agents/Business dashboards or other ATO communication channels. Aligning
information across systems would reduce confusion, avoid duplicated inquiries and create better efficiency in accessing
taxpayer information.

e Provide clear, practical guidance at point of action

Many tax obligations are reasonable in theory but their execution is unclear, especially for small business owners. Embedding
short, scenario-based guidance in ATO portals would reduce errors and the need for amendments.

The ATO should review the wording used in some taxpayer communications, such as the Pay As You Go (PAYG) Instalment
letters individuals receive the year after their first tax bill. Terms like "notional tax" and "instalment rate" are difficult for
most people to understand. Using plain English will make obligations clearer and improve compliance.

e Streamline the tax payment process

Currently, paying tax liabilities to the ATO involves multiple steps: tax agents download and send payment forms, clients log
in to their bank, and then make the payment. This process is inefficient and can delay payment. This multi-step process
increases administrative effort, increases the risk of errors and misunderstandings, and can contribute to delayed payments.
In practice, agents are often required to respond to follow-up queries from clients who are uncertain about the amount due,
further slowing the payment process.

1 ACCI 2025 Small Business Conditions Report



A more efficient approach would be to enable direct payment integration between accounting software platforms (such as
Xero) and taxpayers’ ATO accounts. This would allow taxpayers to view confirmed liabilities and make payments directly via
credit card, EFT or direct deposit within a single, integrated workflow. Such functionality would reduce friction, improve
payment timeliness and lower compliance and administrative costs for both taxpayers and the ATO.

Reporting and lodgment obligations have been raised as areas where red tape improvements could be made.
Are there particular areas of concern?

The ATO needs to expand and harmonise self-service options, such as payment plans, deferrals and lodgment corrections
into a single interface for both clients and agents. We understand a separate process is underway to review this we
encourage the ATO to continue engaging with relevant stakeholders to ensure effective implementation. Consistent rules
and the need for fewer interactions with the ATO by phone would reduce administrative burden. Specific areas of concern
include:

e Incomplete client lists

Tax Agents cannot access reliable client lists from the ATO for Taxable Payments Annual Report (TPAR) reporting and Fringe
Benefits Tax lodgements. Lists are currently emailed to tax agents as a PDF, and are often incomplete, with agents only
discover missing clients when overdue notices arrive. The ATO advise agents to check Online Services for Agents (OSfA) for
each client to determine reporting and lodgment obligations — this is inefficient.

e The registering and de-registering process for Fuel Tax Credits and FBT

Another irritant is registrations and de-registrations for Fuel Tax Credits and FBT must be done over the phone, while
registration for GST and PAYG withholding can be managed via OSfA.

The ATO needs to expand and harmonise self-service options (payment plans, deferrals and lodgment corrections) in a single
interface for both clients and agents, with consistent rules and fewer one-off phone calls.

e Digital-first, but properly integrated

When the government or the ATO introduces digital processes, they must integrate smoothly with natural business systems
(accounting, payroll and banking). Current mismatches create unnecessary red tape for small business. The ATO needs to
make greater use of prefill information from third party data sources (for example, Single Touch Payroll (STP), bank feeds and
certified accounting packages). This reduces manual data entry and reconciliation time for agents and small businesses and
increases accuracy.

OECD analysis also shows many administrations are moving to receive data directly from taxpayer business systems and third
parties, and that enabling machine-to-machine data flows and connections to taxpayers’ “natural systems” is a recognised
best practice for reducing compliance burden.?

Examples include:

* STP — employers report payroll each pay run; that payroll data is already available to the ATO and can be
used/expanded to prefill business and employment-related fields, including Superannuation Guarantee Charge
reporting, rather than relying on manual entry.

e Estonia / e-Business Register — tax and social reporting are tightly integrated with the national digital ID and business
systems so much information can be reused across services, reducing separate interactions with government. OECD case
studies highlight Estonia as an example of connecting digital identities and business systems to simplify reporting.3

e Denmark (virk.dk) and Singapore (GoBusiness / ACRA) — these jurisdictions demonstrate how consolidated portals and
strong inter-agency data sharing can centralise licences, registrations and compliance tasks so businesses don’t re-

2 OECD (2025), Tax Administration Digitalisation and Digital Transformation Initiatives, OECD Publishing, Paris,
https://doi.org/10.1787/c076d776-en

3 OECD (2022) Tax Administration 3.0 and the Digital Identification of Taxpayers, OECD Publishing, Paris https://doi.org/10.1787/3ab1789a-
en
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submit the same factual data to multiple agencies. OECD comparative work points to these kinds of whole-of-
government portals as useful models for reducing duplication.*

Better data sharing between regulatory agencies (for example ASIC/companies register, ABN lookup services, business-name
registries, and debt collection or insolvency registers) would reduce follow-up, rework and client confusion. Members report
frequent disconnects and discrepancies between official data sources which increases compliance cost and client calls. OECD
work on digital tax administration emphasises that coherent data governance and cross-agency data flows (supported by
APIls and agreed data standards) are essential to reduce these frictions and to create seamless taxpayer experiences.>

Are there instances where different reporting obligations, whether to the ATO or other government entities, require the
provision of similar information in varying formats or levels of detail, which, while not strictly duplicative, are nevertheless
substantially similar?

e Reduced duplication in reporting and lodgment

Business Activity Statements (BAS), STP finalisation, Taxable Payments Annual Report (TPAR) and taxable payments reporting
overlap in ways that place unnecessary red tape burden on small operators. These obligations often require similar
information in multiple formats across different government agencies. Payroll data, such as wages, allowances,
superannuation and contractor payments are a prime example.

We recommend:
e expanding automated pre-filling of BAS items where the ATO already holds the data

e reducing duplication across forms and portals, for example, similar information requirements for activity statements, tax
returns, STP, TPAR, payroll tax and Workcover reports.

e Harmonising state taxes and other employment obligations

There is duplication for businesses that operate across different states, for example different requirements for portable long
service leave, work cover and payroll tax. Greater harmonisation between state and federal systems would significantly cut
red tape.

e Interaction between AML and tax obligations

From 1 July 2026, many tax practitioners will fall under the Anti-Money Laundering and Counter-Terrorism Financing
(AML/CTF) regime as they provide designated services. We welcome AUSTRAC’s collaboration with regulators such as the
ATO and Tax Practitioner Board (TPB) to avoid duplication, such as proof of identity requirements. Regulators should
continue working together with designated service providers to eliminate any duplication that may arise.

Are there areas where record keeping and substantiation requirements are particularly onerous and/or time consuming?

Current substantiation rules, such as motor vehicle logbooks, daily working-from-home records and mixed-use asset
apportionment, are disproportionately complex compared to the tax benefit they deliver.

We recommend simplify and standardise record-keeping for common small business claims (e.g., motor vehicles, home-
based businesses, small tools and low-value assets) by using percentage based safe harbours and digital evidence rather than
prescriptive paper records.

e  PDF accessibility and usability:

4 OECD (2024), Tax Administration 2024: Comparative Information on OECD and other Advanced and Emerging Economies, OECD
Publishing, Paris, https://doi.org/10.1787/2d5fba9¢c-en

5 OECD (2025), Tax Administration Digitalisation and Digital Transformation Initiatives, OECD Publishing, Paris,
https://doi.org/10.1787/c076d776-en
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The ATO’s Online Services for Agents (OSfA) dashboard currently lacks default PDF download functionality, and print-friendly
pages are inconsistent and cumbersome. As a result, tax agents are often forced to navigate multi-step workarounds to
generate usable PDFs, wasting valuable time and reducing efficiency. We recommend that the ATO enable direct PDF
downloads for all reports and remove encryption restrictions that prevent copy-and-paste functionality, allowing agents to
extract and use data quickly and effectively.

e TFN exposure in ATO communications

Currently, Tax File Numbers (TFNs) are displayed in full on downloadable reports and embedded within payment reference
numbers. This creates privacy risks and imposes a significant manual redaction burden on tax agents and taxpayers when
sharing documents. Many tax agents are forced to purchase additional software tools solely to remove or mask TFNs, adding
unnecessary cost and complexity.

To address these issues, we recommend that the ATO mask TFNs using formats such as “XXX XX1 234” or “TFN hidden” and
eliminate TFNs from payment reference numbers, replacing them with alternative identifiers. These measures would
enhance privacy protection, reduce administrative effort, and improve efficiency for both taxpayers and their agents.

Would the alignment of the timing of certain obligations be useful and if yes, what would you like aligned?

Align key reporting cycles (such as BAS, PAYGI, STP finalisation, Taxable payments annual report (TPAR), superannuation and
payroll tax) where possible to a standard monthly/quarterly pattern, with one consolidated calendar and reminders.

e Rationalise reporting frequency where possible
A lot of administration costs come from frequency rather than complexity. If a business has a strong compliance history,

there should be more flexibility on how often certain information is required. For example, businesses with a demonstrated
record of timely and accurate lodgments could be automatically eligible for reduced reporting frequency.

2. Red tape reductions involving legislative changes
Are there areas where legislative changes would be necessary to substantially cut red-tape and compliance burden for
business. Any recommended improvement should consider the following:

* productivity benefits

* how the amount of tax collected would remain the same

* minimising legislative drafting complexity

* any potential integrity risks

e Goods and Services Tax simplification:
Introduce simplified GST rules for micro/small businesses, especially for GST adjustments and mixed-purpose purchases.

e Standardise definitions across regimes

” o u

The definition of “employee”, “contractor,” and “small business” vary across tax, super and payroll tax laws. Greater
harmonisation would cut confusion and rework.

Rather than a single small business definition across all tax concessions, we suggest the Board focus on streamlining
thresholds that cause the most friction, e.g., the maximum net asset value test for the small business Capital Gains Tax (CGT)
rollover concession. The current small business CGT concessions are highly valued but suffer from exceeding complexity and
high compliance costs, often requiring costly specialist advice. This would reduce red tape without necessarily affecting
revenue.
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3. ldeas for simplification

What are the top changes you would suggest for reducing red tape in the tax system?

See Appendix A
e Align tax and superannuation obligations into a unified, modern framework

The introduction of Payday Super on 1 July 2026 presents a major opportunity to reduce duplication and modernise the
administration of the Superannuation Guarantee Charge (SGC). The current SGC process is retrospective, manual and error-
prone, requiring employers and agents to re-enter information the ATO already holds.

A streamlined, real-time or near real-time model, fully integrated through payroll and accounting platforms, would materially
reduce red tape. The ATO already receives comprehensive payroll information through Single Touch Payroll (STP); employers
expect this data to support a seamless, digital SGC process that removes the need for uploading spreadsheets or re-keying
contribution details into portals.

There is also a strong case to integrate superannuation payment data directly into ATO systems, eliminating double reporting
to multiple parties and improving the visibility of contributions for employers, funds and employees.

Finally, the complexity and granularity of current STP reporting categories should be reviewed. Many micro-business
employers report that the detailed breakdowns provide limited practical value but significantly increase compliance effort.
Simplifying these categories would improve usability without undermining data integrity.

Are there tax processes or obligations that could be automated, simplified, or removed altogether?

Applying artificial intelligence (Al) and other digital tools to automate tax compliance tasks, such as pre-populating BAS and
payroll data.

Are there international approaches to tax administration you believe Australia should consider?

In addition to the international approaches mentioned above, Australia should consider international approaches such as
establishing an independent office/department for tax simplification (UK and New Zealand models).

4. Sector specific insights

If you operate in a specific industry, sector, or community, are there unique challenges you face in complying with tax
requirements?

e Superannuation compliance is the biggest growing pain point

Most small employers want to do the right thing, but the reporting and penalty framework is complex and intimidating.
Simplifying SGC administration and making obligations clearer upfront would improve compliance outcomes while reducing
administration.

e Software ecosystems are key
Red-tape reduction will only be realised if rules are designed to work naturally through common software (Xero, MYOB,
payroll platforms). When this happens, compliance becomes a by-product of doing business.

Sector/community specific issues
e Unreliable internet connectivity, making mandatory digital compliance difficult.

e Staffing shortages resulting in owners completing administrative tasks outside business hours. Frequent rule changes
compound this burden.

e Significant seasonal variability in agriculture, hospitality and trades is not reflected in rigid reporting obligations.
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e Older business owners and those with limited digital literacy struggle with online-only systems and identity
requirements.

e Professional services and micro employers are often disproportionately impacted, as they have limited back-office
capacity yet face complex PAYG withholding, superannuation, payroll tax and award obligations layered over federal tax.

e Regional and culturally diverse business communities may struggle with digital only communication and rapid rule
changes; so they require tailored education, longer transition periods and translated guidance would reduce
unintentional non-compliance.

e Options to reduce burden while maintaining revenue include:
o Threshold based exemptions or simplified methods for the smallest employers.

o Standard digital templates and “default” settings in software that encode common tax rules, reducing the need
for individual interpretation.

Are there groups you believe are disproportionately affected by tax related red tape? If so, what options are available to
reduce the compliance burden while still maintaining revenue collections?

Yes. Small and micro businesses are disproportionately affected by tax-related red tape. Unlike larger organisations, they
typically lack dedicated finance staff, specialist tax advisers and the systems needed to keep pace with frequent tax and
regulatory changes. Compliance tasks are often completed by the business owner, which amplifies the burden and reduces
productivity.

5. Additional comments

Please share any other feedback, ideas, or real world examples that you believe would help substantially reduce red tape
in the tax system and would directly lead to material improvements in productivity without loss of tax revenue.

The ATO needs to adopt a clear, transparent and risk-based compliance approach, where the ATO focuses audits on high-risk
areas while providing clearer guidance and support for low-risk businesses. This would provide certainty, focus resource to
where it should be targeted and help substantially reduce red tape in the tax system. This would directly lead to material
improvements in productivity without loss of tax revenue to the ATO, and alleviate the tax compliance burden for most
taxpayers and tax agents who do the right thing.

The cumulative effect of small, frequent rule and form changes is a significant productivity drain for both small businesses
and their advisers. Stability and predictability are major drivers of red tape reductions. Genuine red tape reduction requires
stable rules, simpler systems and fewer reporting touchpoints, rather than new layers designed to “streamline” but which in
practice increase administrative load. Any proposed changes should be trialed with small business operators in regional areas
to ensure they function effectively under real-world conditions.
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Appendix C

Long term red tape reduction initiatives

While the Board of Taxation’s review excludes consideration of major or broad tax reform recommendations, it is equally
important not to lose sight of opportunities for longer-term, structural improvements to reduce red tape in the tax system.
For this reason, we have included additional ideas for the government’s future consideration for a roadmap to reduce red
tape for small business.

Simplify and flatten rates

Australia’s personal and business tax systems are overly tiered, which increases complexity, tax planning around thresholds,
and “cliff effects.” A clear example is the 25 per cent base rate entity corporate tax rate, which applies only to companies
that satisfy both a turnover threshold and a passive income test. While many small and medium-sized businesses may appear

to qualify in principle, the technical nuances of these rules often catch business owners off guard, increasing compliance risk
and reliance on professional advice.

A flatter tax structure for both individuals and businesses would reduce distortions, minimise threshold-driven behaviour and
materially lower compliance costs, improving certainty and supporting productivity.

Replace instant asset write-off

Replace the instant asset write-off with permanent, stable depreciation settings for small businesses. Rather than relying on
temporary measures that require annual parliamentary renewal, a permanent low-cost asset threshold (for example,
$10,000-515,000) should be established.

The repeated introduction, extension and delay of temporary instant asset write-off measures has created uncertainty,
confusion and, in some cases, resulted in missed or deferred investment decisions. In contrast, a stable and predictable
depreciation framework would improve certainty, reduce compliance and planning costs, and better support long-term
investment. The existing $1,000 low-value asset threshold is no longer fit for purpose, particularly in a high cost-of-living
environment where the price of basic business equipment has increased significantly.

Consider GST reform with corresponding income tax simplification

Australia’s GST rate is low compared to much of the developed world. A moderate increase, paired with simpler and flatter
income tax settings, could broaden the base, reduce reliance on high marginal rates, and simplify the system overall.

Establish a single tax collector and a unified digital platform

e Consolidate state and territory revenue offices into the ATO to create one tax administrator for all federal, state and
local tax obligations.

o Reduces duplication of systems, staffing, and technology across nine jurisdictions.
o Provides taxpayers with a consistent, holistic experience and more coherent risk management.

e Develop a single whole-of-government tax and business portal, covering federal, state and local obligations and workers
compensation insurance.

o Enable simple online registration for all taxes and licences.
o Provide a business tax cash-flow statement across GST, PAYG, company tax, payroll tax and other liabilities.

o Allow extensive pre-fill using data already available to the ATO and other agencies.
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Measure and target simplicity through a Small Business Simplicity Index

e Introduce an annual Small Business Simplicity Index in the Federal Budget to measure the ease of meeting tax
obligations.

o Tracks simplification progress over time.

o Provides a focal point for governments and administrators to assess whether reforms reduce red tape in
practice.

Harmonise and simplify payroll tax collection
e Broaden and simplify state payroll taxes and collect them centrally through the PAYG system.

o Minimises administrative cost and removes the need for separate state-based payroll tax systems.

o For employers, this becomes a single additional PAYG field rather than a standalone compliance regime.

Introduce a simpler tax regime for small business

e Create a simplified entity for small businesses to reduce complex tax planning and calculation rules.
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International tax disclosures

Appendix D

Appendix D complements the discussion in Appendix A on red tape affecting large businesses. It provides a sample overview
of key international tax disclosure obligations, highlighting areas where similar or overlapping information is currently
required across multiple reporting forms. The table summarises how specific information such as related-party dealings,
transfer pricing methodologies, financial arrangements, and controlled foreign entities is disclosed across the Local File,
Company Tax Return (CTR), International Dealings Schedule (IDS), and Reportable Tax Position (RTP) requirements. It should
also be noted that the introduction of Pillar Two also risks exacerbating duplication and compliance burden for large

multinational groups.

This is only an example and we recommend the Board of Taxation should undertake further work by mapping these overlaps,
to identify opportunities to streamline tax reporting, reduce duplication, and lower compliance costs without compromising
the ATO’s ability to assess tax risk.

Disclosure area
International related
party dealings (IRPDs)
Transfer pricing

methodology

Documentation codes

Restructures involving
intangibles

Financial arrangements
(loans, guarantees,
derivatives)

Foreign exchange
gains/losses

Controlled foreign entities
(CFCs)

Country-by-country
reporting status

Share-based
remuneration

Debt deduction creation
rules

Local File

Part A: Detailed
transactional data

Part A: Method per
transaction

Part A: Per
transaction

Short Form & Part A:

Disclosure of
restructures

Part A: Detailed
terms and pricing

Part A: Transaction-
level FX data

Short Form: Entity
structure

Short Form: Entity
status

Part A: Recharge
amounts

Part A: Deductibility
positions

CTR
Item 26-27:

Dealings &
thresholds

X

X

X

Item 8: Summary
balances

Iltem 7: Profit/loss
reconciliation

Iltem 21-24:
Summary

Iltem 3 (G2), Item 5

X

Iltem 29:
Applicability

IDS

Section A:
Dealings by type

Required per
transaction

Required per
transaction

Section G, H:
Restructuring
events

Section H:
Detailed

breakdown

Section A,B, C: FX
disclosures

Section C: Detailed
attribution

Question 1a-1b
Question 15:
Disclosure

Section D: Thin
cap details

RTP
Positions on pricing &
risk

Justification of method

X

RTP: Positions on
restructures

RTP: Positions on
deductibility and
characterisation

RTP: Positions on FX
treatment

RTP: Positions on
attribution

X

X

RTP: Positions on
deductibility
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