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Early investors tax offset: new
guidance released

We've released a new Taxpayer Alert in response to a new
tax avoidance scheme being promoted in the community.
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We've released Taxpayer Alert TA 2024/1 Early stage investor tax
offset claimed using circular financing arrangements in response to a
new tax avoidance scheme being promoted in the community.

Under the scheme, an investment opportunity in a start-up company is
promoted to individuals by the scheme operators. The operators
assure interested individuals that the start-up qualifies as an early-
stage innovation company (ESIC) and that they can claim the early-
stage investor tax offset (tax offset). The operators lend the individual
money to buy shares in the start-up and then funds are moved around
between the start-up, the individual investor, and the operator to
access the tax offset. We're concerned that these start-ups don't
qualify as ESICs.

These types of circular financing arrangements where participants
inappropriately claim a tax offset and associated deductions can see
honest individuals caught up in a tax avoidance scheme with serious
consequences. Promoters of these types of arrangements may face
serious penalties under Division 290 of Schedule 1 to the Taxation
Administration Act 1953. TA 2024/1 doesn’t apply to genuine
investments in qualified ESICs.

We take tax avoidance schemes very seriously. Further, promoter
penalty law changes that came into effect from July 2024 mean those
entities found to be promoting schemes could face significant
penalties for each contravention of these laws.

For more information on identifying and reporting schemes visit Tax
schemes.



Keep up to date

We have tailored communication channels for medium, large and
multinational businesses, to keep you up to date with updates and
changes you need to know.

Read more articles in our online Business bulletins newsroom.
Subscribe to our free:

 fortnightly Business bulletins email newsletter 4

e email notifications about new and updated information on our
website - you can choose to receive updates relevant to your
situation. Choose the 'Business and organisations' category to
ensure your subscription includes notifications for more Business
bulletins newsroom articles like this one.
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Our commitment to you

We are committed to providing you with accurate, consistent and clear
information to help you understand your rights and entitlements and meet
your obligations.

If you follow our information and it turns out to be incorrect, or it is
misleading and you make a mistake as a result, we will take that into
account when determining what action, if any, we should take.

Some of the information on this website applies to a specific financial year.
This is clearly marked. Make sure you have the information for the right year
before making decisions based on that information.

If you feel that our information does not fully cover your circumstances, or
you are unsure how it applies to you, contact us or seek professional
advice.
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