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\Why Tax
\/latters to
Arts &
Creative
Industries

Our creative industries are a
cornerstone of Australia’s cultural
identity and its economy.

Existing tax policy settings can be
revisited to enhance artists’ business
viability, international
competitiveness, and income
generation. The result: a stronger,
more resilient cultural sector.

Governments should use both grant
funding and tax reform to help fund
creativity. It's not and/or. Both have
different and complementary roles to

play.

This summit is an opportunity to
propose solutions that can better
support the sector.




Prima
Problerr\{\:

Desired
Outcome:

Current tax policy settings don’t
optimise the viability,
competitiveness, and income stability
of Australia's arts and creative
Industries.

A thriving cultural powerhouse whose
creativity is locally loved, nationally
valued, and globally influential.




WWe see the tax The Players

Iands.C a ne for . = : :{I](C)I’ic\—ligtlifofit organisations
creative industries In . Businesses

Australia as followus:

The Levers
e Reducing compliance
e Providing tax incentives
e Encouraging giving and/or investment




A framework for
thinking about tax
reform for creative

iIndustries

This offers a matrix upon which tax reform ideas can be placed

in context.

\We present our suggestions for reform according to this matrix.

\Where existing international examples of such reforms exist, we
provide them, with reference to Sigrid Hemels & Kazuko Goto
(ed.), 2017. "Tax Incentives for the Creative Industries," Creative

Economy, Springer.
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Ideas For Discussion

- Simplify compliance for individual artists by introducing a
Red uc.l ng standard deduction for creative industry professionals (or
potentially, for creative income, given many creatives have
compliance for SOANS
I nd I\II_CI ual Existing tax concessions for individuals, such as the income
Creatl\les averaging provisions, are well-meaning but increase

compliance costs. A standard deduction would make artists’
tax returns simpler and cheaper.

Reduces Compliance Provides Tax Incentives Encourages Giving/Investment

Not-for-profits
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Ideas For Discussion

Providing tax
Incentives for
individual
creatives

Consider exempting income tax on the sale of creative works

(Example: Ireland).

Consider providing a tax deduction on income derived from
copyrighted works (Example: Quebec) or a fixed deduction for
copyright income (Example: Belgium).

Reduces Compliance
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Ideas For Discussion

Encouraging
giving to
individual
creatives

Move from a tax deduction to a tax credit for arts giving
(Examples: France and Canada). This eliminates the situation
where tax deductions increase proportionally with income,
meaning the richer you are, the greater the tax benefit you

receive.

Consider a tax designation scheme, in which the proportion of
taxes due to an individual creator can be assigned to a donor
organisation. (Examples: Italy and Hungary)

Expand the Cultural Gifts program to include gifts of property

or rights to occupy.
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Ideas For Discussion

Reducing
compliance for
not-for-profits

Make it easier to maintain deductible gift-recipient (DGR)
status. The current process for both is onerous and expensive.

Arts funding bodies should remove any requirements for
organisations with a turnover under $500,000 to produce
audited accounts for reporting purposes. This will then align
with ACNC requirements.
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Ideas For Discussion

Providing tax
incentives for
not-for-profits

Consider giving volunteers a tax deduction for volunteering for
creative NFPs (Example: The Netherlands)

NMake cultural supplies GST-free, but still allow NIFPs to claim

any related input tax credits.

Consider vacancy taxes to encourage property owners to make
commercial spaces available to the creative sector.

Exempt NFPs from local government rates on government-

owned properties.

Raise the GST registration threshold for creative industry NFPs
(thus eliminating the GST charged on many creative goods).
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Ideas For Discussion

Encouraging giving
to not-for-profits

Provide a “tax refund to charity” scheme, where NIFPs get a
grant equal to a proportion (say 20%) of donations garnered
(Example: UK)

Provide more funding opportunities that match grants to
donations. Examples are Creative Australia’s Plus 1 and MIATCH

Lab. These can be boosted and replicated.

Reduces Compliance

Provides Tax Incentives Encourages Giving/Investment
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Ideas For Discussion

Reducing thus reclucing their tax compliance comploxty and c0st

com?_l Ia nce for Offer concessional company tax rates for creative industry start-

creative industry

businesses RO MR g i
Offset Co-Production Unit (POCU) audit - not both.

Payroll tax for screen businesses: remove grouping provisions
for special purpose vehicles (SPVs) (make them standalone,
which makes compliance easier and maximises the payroll tax
threshold). Alternatively, exempt the head company from payroll
tax, if SPVs are all registered independently.

Reduces Compliance Provides Tax Incentives Encourages Giving/Investment

Individuals

Not-for-profits




Ideas For Discussion

Providing tax
Incentives for

creative industry

businesses

As already widely discussed, applying a Producer Offset style
scheme for performing arts and live events, is worth
considering.

Consider linking the amount of the screen Producer Offset to
the AUD-USD exchange rate. The higher the dollar, the greater
the tax benefit.

Consider a higher Producer Offset rebate for original Australian
IP.

No or reduced GST on cultural products, including books.
(Example: EU)

Raise the GST registration threshold for creative industry
businesses (thus eliminating the GST charged on many
creative goods).
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Ideas For Discussion

Providing tax
iIncentives for

creative industry

businesses

Provide tax incentives for businesses commissioning,
displaying and maintaining public art (Example: Singapore)

Allow depreciation on costs of public art (Example: France)

Offer additional tax deductions for businesses creating cultural

work (Example: UK)

Set a higher payroll tax threshold (or a cap on payroll tax paid)
for creative industry companies. Make it the same rate

Australia-wide.

Extending the instant asset write-off for creative industry

businesses.
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Ideas For Discussion

- Offer a tax credit for investors providing capital, but not taking
-E ncou rag I ng equity in creative projects.
In\les._tme_nt In Offer the ability to claim a revenue deduction for investment in
creative projects (e.g. screen), rather than on the capital loss.
creative industry
bUSI nesses Expand the Early Stage Innovation Company (ESIC) program, in

which startups investors get a tax offset to creative industry
businesses.

Reduces Compliance Provides Tax Incentives Encourages Giving/Investment

Individuals

Not-for-profits




\What are the
risks of these
changes?

A key risk is that in an era of tight government budgets for the
arts, tax reform is considered as an alternative to adequate
cultural funding, when it should be seen as a complement.

Tax reform alone is no panacea for Australia’s cultural and
creative industries. It's a mindset we should not fall into.

In the short-to-medium terms, the more immediate risks these
reforms present, such as foregone government revenue and
providing preferential treatment for one sector among many in
the economy, are offset by the potential benefits to our
national creative output.




- Reduced costs and more revenue for creative industries
What IS the participants are the immediate benefits.
Im paCt Of these But the broader aim is to create an operating environment in
cha nges? which creative industry enterprise can growv.
|

The objective: more fertile ground in which creative
endeavour can grow.




Thank You

\WWe look forward
to the outcomes
of the Art of Tax
Reform Summit

Sharpe Advisory are experts in arts, culture and creative
industries.

\WWe work with business, not for profits and government.
\We specialise in creative entrepreneurship and business
strategy.

Find us at sharpeadvisory.com.au
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