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Extension of Commonwealth laws to Norfolk Island 

 

Chief Minister David Buffett said today that the Federal Government proposes that all 
Commonwealth laws be extended to Norfolk Island, unless there is a specific reason for not 
doing so. This would change the present position where Commonwealth laws only extend to 
the Island if they are expressly stated to do so.   
 
The Chief Minister said that in order to inform the Island’s community, he has arranged for 
the preparation of weekly information bulletins, setting out from publicly available sources 
short summaries of each of the types of Commonwealth laws that may be extended to Norfolk 
Island. He emphasised that the bulletins were to assist to inform the community debate, but 
should not be taken as endorsement by the Norfolk Island Government of the Commonwealth 
proposals.   
 
The topics for the first weekly bulletin are Commonwealth laws about taxes on business, and 
corporate regulation. Mr Buffett said that experience in other places showed that most 
businesses would need professional assistance to meet the complex requirements of these 
types of laws. 
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BUSINESS TAXES AND CORPORATE REGULATION 

 
 
• Goods and Services Tax 
 

The Goods and Services Tax (GST) is a broad-based tax of 10 per cent on the sale of most goods 
and services.  You must register for GST if your business has an annual turnover of $50,000 or 
more.  An Australian Business Number (ABN) is needed to be part of the GST system 
 
Registered businesses must include GST in the price of sales to their customers, and can claim 
credits for the GST included in the price of their business purchases.  GST is paid at each step in 
the supply chain, but the economic cost of GST is ultimately borne by the final consumer, who 
cannot claim GST credits. 
 
When making sales you must issue a tax invoice setting out your ABN.  To claim a GST credit you 
must obtain a tax invoice.  GST is accounted for on either a cash basis or non-cash basis.  On a 
cash basis, you account for cash actually received during a reporting period.  However, if your 
total annual turnover is $1 million or more, you are required to account on a non-cash basis. This 
means you must pay the GST on tax invoices issued during a reporting period, irrespective of 
whether the tax invoices have been paid by your customer. 
 
GST returns (“activity statements”) must be lodged with the ATO (and paid) either monthly, 
quarterly or annually, depending on the level of your turnover. 
 

• Income tax for businesses 
 

Income tax is levied on taxable income.  It is calculated on assessable income less any allowable 
deductions.  Allowable deductions are deductions for some expenses necessarily incurred in 
relation to your business. 
 
Income tax returns have to be lodged annually, even if you expect to have no tax liability.  For 
most businesses, income tax is payable in quarterly instalments as you earn your income.   
 
The rate at which businesses pay income tax is determined by the business structure used.  Sole 
traders pay the same tax as individual taxpayers, with the same marginal tax rates.  There is a tax-
free threshold of $6,000 per year, after which marginal rates range from 15% to 47% depending on 
the income level.  These rates do not include the Medicare levy, which is an additional 1.5%.  
Companies pay income tax at a flat rate of 30%.  There is no tax-free threshold for companies. 
 
All taxpayers are required to have a tax file number (TFN), and most business taxpayers also 
require an Australian Business Number (ABN). 
 

• Capital Gains Tax 
 

CGT applies when a taxpayer makes certain kinds of capital gain during a tax year.  It is not a 
separate tax, but an additional component of income tax:  the amount of the capital gain is added 
to a taxpayer’s other income, and taxed at the taxpayer’s marginal rate.  CGT is worked out on 
your net capital gain, which is the difference between your total capital gains for the year, and 
your total capital losses for the year.  A net capital gain you make for an income year must be 
included as assessable income in your tax return. 
 
A capital gain (or loss) is made when certain events or transactions occur.  These are called “CGT 
events”.  Common examples of CGT events include the sale or disposal of land, buildings, shares in a 
company, units in a unit trust, contractual rights, options, leases, licences and goodwill. 



  
 
There are four CGT discounts and concessions available for small business.  These are (1) the 
small business 15 year exemption (continuous ownership of asset for at least 15 years, and the 
relevant individual is 55 or over and retiring, or permanently incapacitated); (2) the small 
business 50% active asset reduction; (3) the small business retirement exemption (limit of 
$500,000, and if the recipient is under 55 the amount must be paid into a superannuation fund; 
(4) small business rollover deferral.  Your main domestic residence is exempt from CGT, 
provided it is located on land that is 2 hectares or less in area. 
 

• Customs Duty  
 

Federal customs legislation is complex. The rates of duty are specified in the customs tariff, which 
is set out in 97 chapters. To take one example, chapter 87 of the tariff deals with vehicles, parts 
and accessories (other than railway rolling-stock).  Chapter 87 includes 16 main classifications and 
numerous sub-classifications. Duty rates range from zero (baby carriages) to 10% and $12,000 for 
a used or secondhand car from certain countries of origin. 
 
The importation of cars and other road vehicles also requires a “vehicle import approval” from the 
vehicle safety standards branch of DOTARS, in order to ensure that the vehicle complies with the 
Motor Vehicle  Standards Act.  Luxury Car Tax and GST may also apply. 

 
• Excise 
 

Excise duty is a duty on alcohol, tobacco, coal, and fuels including petrol, diesel, aviation fuel, 
heating oil and kerosene. 
 
Businesses are required to be registered with the Australian Taxation Office (ATO) as an “excise 
client”, and licensed, if among other things they:  manufacture alcoholic beverages (except those 
subject to the wine equalisation tax); operate a “brew on premises” outlet; or store or deal in 
petroleum-based fuels, tobacco or alcoholic beverages (including duty free shops). 
 
Excise returns have to be lodged, and records kept.  Tax officers have rights of access to excise 
clients’ premises. 
 
The rates at which excise duty is calculated vary according to the type of goods concerned, their 
strength (in the case of alcohol), the way they are packaged, and other factors.  For example, the 
duty rates on alcoholic drinks range over 13 categories from $2.28 per litre of alcohol to $64.21 
per litre of alcohol.  Cigarettes carry a duty of approximately 24 cents for each cigarette.  Duty on 
petrol is approximately 38 cents per litre. 

 
• Fringe Benefits Tax 
 

Fringe benefits tax (FBT) is paid on the value of benefits provided by employers to their 
employees in place of salary or wages. 
 
Categories of fringe benefits include vehicles, loans, payment of expenses, housing benefits, airline 
transport, entertainment and car parking.  These are only the more obvious categories – the 
definition of “fringe benefit” is broad.  Some benefits are exempt.  They include mobile phones 
used mainly for employment; electronic notebooks, laptops or similar (limited to one a year); a 
briefcase; a calculator; tools of trade. 
 
The reporting threshold is $1,000 per year ($2,000 from 1 April 2007).  FBT is payable by 
employers, and FBT returns must be lodged with the ATO annually.  The tax rate is currently 
48.5%. 

 
• PAYG withholding 

 
Businesses which have employees are required to withhold, and send to the ATO, a portion of the 
employees’ wages calculated by reference to the employees’ income tax obligations.  Withholding 
also applies to payments to other businesses if they don’t quote their Australian Business Number 



  
on invoices.  As well, withholding applies to payments made by a company to its directors for their 
services. 
 
Businesses in these situations are required to register for PAYG withholding with the ATO, work 
out the types of payments to which the withholding applies, calculate how much to withhold, report 
to the ATO and pay the withheld amounts, and give each payee a payment summary annually 
(formerly called “group certificate”). 
 
Reports lodged with the ATO about withholding are done by means of an activity statement.  
Except for large businesses, payments to the ATO are made monthly or quarterly.  Where the 
amounts withheld by a business are $25,000 or less per year, payments are made quarterly.  Where 
the amounts withheld are between $25,000 and $1 million per year, payments are made monthly. 
 

• Corporations Act 
 

The principal Commonwealth Act dealing with the registration and regulation of companies is the 
Corporations Act 2001, which is administered and enforced by the Australian Securities and 
Investments Commission (ASIC). 
 
ASIC operates registries (“service centres”) in Adelaide, Brisbane, Canberra, Darwin, Hobart, 
Melbourne, Perth and Sydney.  ASIC fees for registering a proprietary (private) company are 
normally $400.  Annual fees for such companies are normally $212.  Late fees apply for late 
lodgment of documents, usually $65 for up to 1 month late, and $270 for more than 1 month. 
 
Auditors and liquidators are required to be registered under the Act, and are regulated by ASIC.  
Auditors are required to have relevant tertiary qualifications and to have completed a prescribed 
course in auditing.  Liquidators need to be members of an Australian accounting body or to have 
relevant tertiary qualifications. 
 
The Act also requires people who carry on a business of providing financial services to obtain an 
Australian Financial Services (AFS) licence.  Financial services for which a licence is required 
include providing advice about financial products and dealing in financial products.  Financial 
products include making an investment decision, managing financial risk and making certain kinds 
of payments. 
 
The Act includes provisions regulating managed investment schemes, also known as managed 
funds, pooled investments or collective investments.  Examples includes cash management trusts, 
property trusts, share trusts, agricultural and horticultural schemes, time-share schemes and some 
mortgage schemes.  Managed investment schemes are required to be registered with ASIC.  
Operators of such schemes need to have an Australian Financial Services licence. 

 
• State-type taxes 
 

Taxes levied by State/Territory governments and local governments include: 
 

• Payroll tax. 
• Land tax. 
• Stamp duty. 
• Rates. 

 
As these are not Federal taxes, they will be explained separately in a later bulletin. 
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