
STILL  UNSURE  ABOUT  THE  INSTANT  ASSET  WRITE -OFF?

 

You may have heard about the “instant asset write-off”, but do you understand exactly how it can

benefit your business? Read our case study for insight into how the write-off works, and what you

need to do by 30 June 2020 to take advantage of this limited-time incentive.

 

The write-off allows small and medium businesses (with turnover up to $50 million) to claim a full

deduction for any depreciating asset costing up to $30,000 in the year they first use it, rather than

having to deduct the cost over several years under the usual depreciation rules. It’s a temporary

measure and unless there are further government announcements, the threshold will return to

$1,000 from 1 July 2020.

 

Case study
 

David runs a distribution business with annual turnover of $1.4 million. He has been thinking

about purchasing a computer upgrade (costing $8,000), an extra forklift ($24,000) and a new van

($35,000), which David would use 20% of the time for personal use.

 

The $30,000 threshold is a per asset threshold, so the business could claim both the $8,000

computer upgrade and $24,000 forklift under the write-off, even though these total $32,000. The

$35,000 vehicle won’t qualify. Even though businesses may only claim the write-off for the

business use proportion of an asset (in this case 80% or $28,000), the full cost of the asset must

still be below the $30,000 threshold. The vehicle would be subject to the usual depreciation rules.

 



 

To qualify, David must do two things if he wishes to utilise the $30,000 write-off. First, he must

purchase the asset by 30 June 2020. For small businesses like David’s (with turnover under $10

million), the purchase can go as far back as 13 May 2015 (subject to the “first use/installation” rule

discussed below).

 

If David’s business turnover was between $10 million and $50 million, the purchase would need to

have been made after 2 April 2019 (when the measure became available to medium businesses).

 

Second, the asset must be first used, or installed ready for use, on or before 30 June 2020. This

means David wouldn’t qualify if he buys the asset, but it’s not delivered until after 30 June 2020. If

a small business purchased and also first used or installed an asset on or before 2 April 2019, a

lower threshold will apply. Talk to your adviser about the tax treatment of that purchase.

 

If you’ve been considering new equipment for your business, contact us today to explore the

optimal timing for that expenditure and whether the write-off can work for you.

If you have any queries, please feel free to contact us.
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