DI K ADVISORY

ARE YOU AN AUSTRALIAN RESIDENT?

Before you head off overseas to work or start a business, you should consider the Australian
residency tests. Leaving Australia for a period of time doesn’'t mean that your Australian tax
obligations are no longer relevant. Australian tax is based on the concept of “residency”. If
you're considered to be a resident of Australia then you will be taxed on your worldwide
income, with a tax offset available for any foreign tax paid.

The main test for working out whether you're a tax resident of Australia is the “resides” test
under common law. This test is generally applied by considering your circumstances over the
whole relevant year. Rather than simply looking at the time spent in Australia, the question is
whether your behaviour over a considerable period of time (6 months according to the ATO)
has the degree of continuity, routine, or habit that is consistent with residing in Australia.

Some of the factors considered to be relevant in determining residency under this primary
test include: your living arrangements (ie whether your usual place of abode is in Australia
and whether you have family here, or whether any children are enrolled in school etc); the
purpose, frequency and duration of visits to Australia; extent of any business/employment ties
with Australia; extent of family/social ties with Australia; ownership of real estate in Australia;
location of other assets and personal effects; where bank accounts are maintained; and
nationality and citizenship.



Even if you don't satisfy the “resides” test, you will still be considered an Australian resident if
you satisfy one of the following 3 statutory tests: Domicile and permanent place of abode
(you will be considered to be an Australian resident if Australia is your permanent, as
contrasted with temporary, home; the 183-day test (if you're present in Australia for more
than half the income year, whether continuously or with breaks, then you will have
constructive residence in Australia; and the Commonwealth superannuation test (if you're a
member of a Commonwealth government superannuation scheme or have a relationship to
a member of such a scheme then you will be considered an Australian resident).

Before you head overseas to work or start a business, come and see us, we can help you
figure out if your individual circumstance would make you an Australian resident once you
leave. Or if you no longer wish to be an Australian resident and would like to start overseas
with a clean slate, we can help you with that, too.
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