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What are the relevant
Australian taxes for the
resources sector?

What are common
Australian inbound
structures?

What is the maximum
debt funding ratio?

How are income tax
losses treated?

Can entities controlled
by a common owner
form a group for income
tax purposes?

Are there any special
income tax mining
deductions?

Income tax

Rate = 30%. Basis: assessable income less allowable deductions.

Withholding tax on
remittances to
non-residents

Dividends franked: 0%

Dividends unfranked: maximum rate 30% (15% under China/Australia agreement)
Interest: 10%

Royalties: 10%

Capital gains tax
(CGT)

The gain on the sale of any Australian resource interests can be taxed at the normal 30%
corporate rate under the income tax provisions or under special CGT provisions. Where a
foreign resident that has a 10% or greater shareholding in an Australian or foreign company
sells those shares, the gain can be subject to Australian CGT if more than 50% of the assets
of that company (either directly or indirectly) represent Australian real property (including
resource interests). Application of this 50% test is complex.

Resource excises/
royalties

Rate and basis depending on the commodity and State/Territory.

Resources rent
taxes

Iron ore and coal: commences on 1 July 2012 at a rate of 22.5% (based on value of extracted
resource less associated cash outflows).

Petroleum and gas: rate 40% (based on value of extracted resource less associated cash
outflows).

Goods and services
tax (GST)

10% charge on non-export sales (but normally claimed back by business purchases).

Stamp duty transfer
tax

Stamp duty is a State/Territory tax most relevant to the resources sector on the transfer of
land and mining/exploration rights and interests, or on the transfer of shares in companies
directly or indirectly owning assets of this nature. The basis of the tax and rate varies between
States/Territories, but currently ranges between 4.95% and 6.75%.

Employment taxes

Payroll tax: a State/Territory tax based on salary and wage payments, with the rates currently
ranging between 4.90% and 6.85%.

Fringe benefits tax: rate 46.5% on specified non-salary/non-wage benefits provided to
employees.

The acquisition of Australian assets or underlying operating entities via a wholly-owned Australian subsidiary is
more common than direct resources operations in Australia being conducted by a foreign company via an Australian

branch.

A debt:equity funding ratio of 3:1 is generally the maximum gearing level (including third party and related party debt)
on which interest costs will be deductible. In practice, a number of factors are relevant in determining the specific
maximum allowable debt level.

Losses can be carried forward indefinitely, subject to the entity continuing to satisfy an ongoing continuity of
ownership test or otherwise satisfying a rigid same business test.

Australian resident companies that are members of a wholly-owned Australian or foreign-owned group can elect to,
in effect, be taxed as a single entity (which facilitates automatic grouping of tax losses and the tax-free transfers of
assets between member entities etc).

All direct exploration expenditure and the acquisition of assets to be used in exploration normally qualifies for an
immediate full tax deduction, provided the project is still in the exploration phase and has not transitioned into a
development or production phase.

The costs of removing overburden are immediately fully deductible.

Other capital expenditure and mine improvement expenditure are generally deductible progressively over the life of

the asset or mine.

The cost of mining rights acquired after 1 July 2002 can generally be deductible over the life of the mine.

This is intended as a very general outline, and because of the complexity of Australia’s tax regimes it is essential that
specific professional advice be obtained when evaluating proposals or before committing to any actions. This outline was
prepared in December 2011 and tax law and tax practice in Australia are subject to regular change.




