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Our engagement with Next 5,000 privately owned and wealthy groups
reveals a range of common capital gains tax (CGT) mistakes. These are
usually the result of the mischaracterisation of information and poor
record keeping. They include:

cost base errors

reporting of transactions in the wrong year, or not at all

incorrect characterisation of ordinary income as capital income

beneficiaries that fail to gross up discounted share of capital gain
distributed by trusts

unsubstantiated carried forward capital losses

inability to substantiate assets sold to related parties.

Consequences for getting things wrong 
Failing to correctly prepare tax returns can lead to audits and
amendments. These can be time consuming and costly, highlighting
the importance of accurate CGT reporting and record keeping.

For example, a Next 5,000 group incorrectly characterised a
transaction as capital income instead of ordinary income when lodging
their tax return. The group acquired a property while it was in the
process of being subdivided and developed, and shortly afterwards
marketed the property for sale.
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During our audit, we concluded the property sale wasn't simply the
mere realisation of an asset but part of a profit-making undertaking
where the intention was to generate a return.

We amended the group’s tax returns, which increased their tax liability
by over
$5 million, plus penalties and interest of over $1 million.

To avoid these type of issues, you should note that certain capital
losses, disposals, and business CGT concession claims will attract our
attention.

How to get things right
To ensure compliance and accuracy in CGT reporting, you need to:

understand the nature of the transaction and asset

keep records of everything that may be relevant to working out
whether you’ve made a capital gain or loss from a CGT event

obtain independent professional valuations to support assets sold
between related parties.

By addressing these key areas, Next 5,000 groups can ensure
compliance and avoid the pitfalls associated with CGT errors.

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

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.



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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