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Today’s Presenter

Paul Cunningham
Associate

 Managing webinar questions
e Overseeing the running of webinar

smart

BUSINESS SOLUTIONS
Accounting & Taxation Advisors



What we will cover

* When the alternative tests apply
* Differences from the original versions
* Practical issues
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JobKeeper 2.0
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Conditions
that need to
be met to
access
JobKeeper
2.0

\

~

The entity must have carried on a
business in Australia on 1 March 2020
(different rules for non-profit entities)
The entity must pass the original
decline in turnover test

The entity needs to pass an additional
decline in turnover test (separate test
for each extension period)

~
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When to apply the alternative tests

* Only need to consider the alternative tests if the basic test is not satisfied

* If the basic decline in turnover test is met then you don’t need to consider the
alternative tests

* The updated alternative tests are used for:

* Determining whether the original decline in turnover test is met for JobKeeper
fortnights starting on or after 28 September 2020 — monthly or quarterly basis

* Determining whether an entity passes the additional decline in turnover test to
access the JobKeeper extension — quarterly basis only
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Current GST turnover

 Current GST turnover is used to determine eligibility for JobKeeper 2.0

 Eligibility will be based on actual turnover rather than estimated /
predicted turnover

» Sales of capital assets are included in current GST turnover

* Ignore input taxed supplies, supplies not connected with Australia,
amounts that don’t represent consideration for a supply
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Timing of supplies

é N\
Entities that are _ _
. df * Must use the same accounting basis
registered for that is used for BASs
GST
N P -
4 N\
Entities that are e (Can use either a cash or accruals basis, but
not registered must be consistent
for GST
/
. %
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The 7 alternative tests

1. Entity commenced business before 1 March 2020 but after the relevant
comparison period — 2 versions

Business acquisition or disposal changed the entity’s turnover
Business restructure changed the entity’s turnover

Business had a substantial increase in turnover

Business affected by drought or natural disaster

Business had irregular turnover

N o Uk W

Sole trader or partnership affected by sickness, injury or leave
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New business test(s)

* Business must have started before 1 March 2020 but after the relevant
comparison period
* If you are testing September 2020 quarter, must have started after 1 July 2019
* If you are testing December 2020 quarter, must have started after 1 October 2019

e |f GST turnover was nil until 1 March 2020 then it doesn’t look like it is
really possible to pass the tests
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New business test(s)

* First version — business started before 1 February 2020

* Add up the turnover for each whole month after the business started and before 1
March 2020 (ie, don’t include March 2020)

* Divide this by the number of whole months to determine average monthly GST
turnover

* Multiply the average monthly GST turnover by 3

* Apply the test

* Compare the figure above with GST turnover for the September 2020 (or
December 2020) quarter
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New business test(s)

* First version — business started in February 2020
* Take turnover up to 29 February 2020
e Divide this by the number of business days in February 2020
* Multiply this by 29
* Multiply this by 3

* Apply the test

* Compare the figure above with GST turnover for the September 2020 (or
December 2020) quarter
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New business test 1

* For a September 2020 quarterly comparison period:

Comparative test period: monthly
average x 3

A
! \
- Nov 2019 - Feb 2020 September 2020 quarter

Business started Test period
20 October 2019

Sum of GST turnover
from 1 November 2019 to 29 February2020 x 3
4
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New business test(s)

* Second version
e Can only be used if the business started before 1 December 2019
* Only refer to turnover for December 2019, January 2020 and February 2020

* Apply the test
 Use the total turnover for the 3 months above

 Compare the figure with GST turnover for the September 2020 (or December
2020) quarter
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New business test 2

* For a September 2020 quarterly comparison period:

Comparative test period: 1 Dec
19to29Feb 20/ 3

A
! \
- Dec 2019 - Feb 2020 September 2020 quarter

Business started Test period
20 October 2019

Sum of GST turnover
from 1 December 2019 to 29 February 2020 x 3
3
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Business acquisition / disposal / restructure

e Tests can be used if the entity acquired or disposed of part of its business
or a restructure occurred from the start of the comparison period but
before the test period and this changed the entity’s current GST turnover

* Use current GST turnover for the month immediately after any of the
changes occurred, multiplied by 3

* |f there is no whole month between the acquisition / disposal /

restructure and the test period, then use the month immediately before
the test period

smart

US SSSOU O S



Changes in business entity

 Seems like you apply the new business test(s) if the entity wasn’t
previously carrying on a business

* As opposed to the tests for a business purchase or restructure

* Seems like you only take into account the turnover of the entity that
carried on the business at 1 March 2020 and is seeking to enroll in
JobKeeper

* For example, if business was restructured from a sole trader to a
company in the last 12 months then only look at the turnover of the
company since it started the business
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Significant increase in turnover

* Entities that have higher turnover than this time last year could
potentially access JobKeeper through this test

e Start by checking if there was an increase in turnover of at least
* 50%, 25% or 12.5% in the 12, 6 or 3 months before the test period, or
° 50%, 25% or 12.5% in the 12, 6 or 3 months before 1 March 2020
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Testing the increase in turnover

Increase in turnover | 12 months — 50% 6 months — 25% 3 months — 12.5%
immediately before threshold threshold threshold
Test June 2019 Test December 2019  Test March 2020
September 2020 turnover with June turnover with June turnover with June
quarter 2020 turnover 2020 turnover 2020 turnover
Test September 2019  Test March 2020 Test June 2020
December 2020 turnover with turnover with turnover with
quarter September 2020 September 2020 September 2020
turnover turnover turnover
Test February 2019 Test August 2019 Test November 2019
1 March 2020 turnover with turnover with turnover with
February 2020 February 2020 February 2020
turnover turnover turnover
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Significant increase in turnover

* If you used the period before the September 2020 quarter to see if there
was a substantial increase in turnover compare

e Current GST turnover for April 2020, May 2020 and June 2020 with current GST
turnover for the September 2020 quarter

* If you used the period before 1 March 2020 to see if there was a
substantial increase in turnover

 Compare current GST turnover for December 2019, January 2020 and February
2020 with current GST turnover for the September 2020 quarter
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Example

* Let's assume that the September 2020 quarter is the test period and we
want to determine whether there has been an increase in turnover of at
least 25% for the previous 6 months

 |f the current GST turnover for the month of June 2020 was at least 25%
more than the current GST turnover for the month of December 2019

this test should be available

* You then apply the test, which in this example involves comparing
current GST turnover for the June 2020 quarter with the current GST
turnover for the September 2020 quarter
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Drought or natural disaster

* Use this test if the business (or some of the business) is in

* Adeclared drought zone, or
* Declared natural disaster zone
during the relevant comparison period in 2019

* For comparison period, use current GST turnover for the same period in
the year immediately prior to the declaration
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Irregular turnover

e Test can only apply if the entity’s turnover is not cyclical

* Need to ensure that either of the following is satisfied:

* The lowest turnover for any consecutive 3 month period in the 12 months before
the test period is 50% or lower than the highest turnover for any consecutive 3
month period during those 12 months

* The lowest turnover for any consecutive 3 month period in the 12 months before
1 March 2020 is 50% or lower than the highest turnover for any consecutive 3
month period during those 12 months
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Irregular turnover

 |If the test is available

* Calculate the total turnover for each whole month in the 12 months immediately
before the test period or 1 March 2020, depending on which reference point you
used to access the test

e Divide this by 12
* Multiply the result by 3
* Apply the test

e Compare the figure above with GST turnover for the September 2020 (or
December 2020) quarter
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Example

* Let’s assume September 2020 quarter is the test period

 Option 1-12 months before 1 July 2020

We calculate current GST turnover for each month from July 2019 to June 2020
inclusive

We calculate the total turnover for each consecutive 3 month period

Determine the lowest and highest 3 month turnover figure and check that the
lowest turnover figure is 50% or less of the highest turnover figure

Apply the test with reference to total turnover for July 2019 to June 2020 inclusive,
divided by 12, multiplied by 3
This is compared with GST turnover for the September 2020 quarter
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Example

* Again, let’s assume September 2020 quarter is the test period
e Option 2 -12 months before 1 March 2020

* We calculate current GST turnover for each month from March 2019 to February
2020 inclusive

* We calculate the total turnover for each consecutive 3 month period

* Determine the lowest and highest 3 month turnover figure and check that the
lowest turnover figure is 50% or less of the highest turnover figure

* Apply the test with reference to total turnover for March 2019 to February 2020
inclusive, divided by 12, multiplied by 3

* This is compared with GST turnover for the September 2020 quarter
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Sole trader / small partnership

* This test can apply if:

* The taxpayer is a sole trader or a partnership with four or fewer partners, and has
no employees

 The sole trader or one of the partners has not worked for all or part of the 2019
comparison period due to sickness, injury or leave

* Turnover was affected as a result of the sole trader or partner not working for all
or part of the period

 Use GST turnover for the month immediately before the month the
individual didn’t work and multiply this by 3
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Service entities

* Did the entity carry on a business under general principles at 1 March
20207

 Can it pass the basic test?
* Focus on GST turnover of the service entity only
 What does the agreement state in terms of fees?

* Integrity issues

* Is any reduction in the service fee due to the significant impact the external
operating environment has on the trading entity?
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JobKeeper
2.0

JobKeeper from
28th September 2020

Last updated 29 September 2020

The Guidebook



https://www.smartbusinesssolutions.com.au/media/website_pages/blog/jobkeeper-20-the-details/JobKeeper-from-280920-updated-29-Sept-2020.pdf
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