GENERAL

australian taxation law exam questions and answers

Published: September 19, 2026 | Index ID: #-

Introduction

Preparing for the Australian Taxation Law exam can feel like navigating a dense legal forest. Whether you're a law
student, a tax practitioner, or a compliance officer, the exam tests not only your knowledge of statutes and case law
but also your ability to apply that knowledge to real world scenarios. This article offers a deep dive into the most
common exam questions and answers, the key topics you must master, and practical study strategies that help you
turn theory into performance.

Understanding the Australian Taxation Law Exam

The Australian Taxation Law exam is designed to evaluate your grasp of the Australian Taxation Office (ATO)
framework, the Income Tax Assessment Act 1997, the Taxation Administration Act 1953, and related legislation.
The exam typically includes:

e Multiple choice questions (MCQSs)

e Short answer questions (SAQSs)

e Long form essay or problem solving questions
e Case study analysis

Success hinges on a balanced approach: mastering the text, practicing application, and refining your exam writing
skills.

Exam Structure and Scoring

Most examiners allocate 50-60% of the total score to knowledge questions and 40-50% to application questions.
The weighting may vary, so always check the specific guidelines provided by your institution or professional body.
Typical scoring rubrics reward:

e Accuracy of statutory interpretation

Clarity of reasoning

¢ Logical structure and organization

¢ Use of relevant case law and precedent

e Correctness of calculations (for tax related numeric problems)

Key Topics Covered in the Exam

Below is a concise overview of the core areas you should focus on. Each topic is paired with sample exam
questions and model answers.

1. Income Tax Assessment Act 1997 (ITAA 1997)

This Act is the cornerstone of individual and corporate income tax in Australia. Familiarity with its provisions—
especially sections on assessable income, tax offsets, and tax liabilities—is essential.

2. Taxation Administration Act 1953 (TAA 1953)

The TAA governs the administrative processes of the ATO, including audit procedures, appeals, and enforcement



actions.

3. Goods and Services Tax (GST) Law

GST is a broad consumption tax. Understanding registration thresholds, input tax credits, and GST compliance
obligations is critical for exam success.

4. Fringe Benefits Tax (FBT)

FBT covers benefits provided by employers to employees. The exam often tests your ability to calculate taxable
benefits and determine exemptions.

5. Capital Gains Tax (CGT)

CGT rules apply to the disposal of assets. Exam questions frequently involve calculating capital gains or losses,
applying discounts, and determining net capital gains.

6. Taxation of Trusts and Partnerships

Trusts and partnerships have unique distribution rules. Pay close attention to the distribution of income and the tax
treatment of beneficiaries.

7. Transfer Pricing and International Taxation

With globalization, transfer pricing and double taxation agreements are increasingly relevant. Familiarize yourself
with the OECD guidelines and the Australian Transfer Pricing Guidelines.

Sample Exam Questions and Model Answers

Below are representative questions that illustrate the exam'’s style and difficulty. Each question is followed by a
detailed answer that explains the reasoning and cites relevant statutes or case law.

Question 1: Income Tax — Assessable Income

Question: John is a freelance graphic designer who earned $70,000 from client contracts, $5,000 from a rental
property, and $2,000 from dividends. He also received $1,000 in gift money from a relative. Calculate John’s
assessable income for the 2023-24 financial year.

1. Answer: John's assessable income consists of all amounts that are taxable under the ITAA 1997. The
$70,000 from client contracts is assessable as business income. The $5,000 from the rental property is assessable
rental income. The $2,000 in dividends is assessable dividend income. The $1,000 gift is not assessable as it is a
personal gift and not received in exchange for any service or property. Therefore, John’s total assessable income is:

» $70,000 (business income)
» $5,000 (rental income)

» $2,000 (dividends)

 Total = $77,000

John’s assessable income is $77,000.

Question 2: GST — Input Tax Credit

Question: Emma runs a boutique online store. She purchased goods for $50,000 (including GST) to sell online.
She sold goods worth $70,000 (including GST). Calculate Emma’s net GST liability.

1. Answer: First, extract GST from the purchase and sales amounts.

e Purchase price inclusive of GST: $50,000



e GST on purchase: $50,000 x 10% = $5,000

» Purchase price exclusive of GST: $50,000 — $5,000 = $45,000
» Sale price inclusive of GST: $70,000

GST on sale: $70,000 x 10% = $7,000

 Sale price exclusive of GST: $70,000 — $7,000 = $63,000

1. Calculate net GST liability: GST collected on sales — GST paid on purchases.

GST collected: $7,000
* GST paid: $5,000
e Net GST liability: $7,000 — $5,000 = $2,000

Emma’s net GST liability is $2,000.

Question 3: Capital Gains Tax — CGT Discount

Question: Michael bought a residential property for $500,000 in 2010. He sold it in 2023 for $1,200,000. He
incurred $30,000 in selling costs. Calculate Michael’s net capital gain and the CGT payable, assuming he held the
asset for more than 12 months and is a resident taxpayer.

1. Answer: Step 1: Calculate the capital gain.

» Sale proceeds: $1,200,000

» Sale costs: $30,000

» Net sale proceeds: $1,200,000 — $30,000 = $1,170,000
» Cost base: $500,000

e Capital gain: $1,170,000 — $500,000 = $670,000

1. Apply the CGT discount.

¢ Since Michael held the asset for more than 12 months, he is eligible for a 50% CGT discount.
 Discounted capital gain: $670,000 x 50% = $335,000

1. Determine CGT payable.

« Assuming Michael's marginal tax rate is 45% (highest bracket), CGT payable: $335,000 x 45% = $150,750
« Note: If Michael’s taxable income places him in a lower bracket, the CGT payable would be lower. For
illustration, if his marginal rate were 32.5%, CGT payable would be $108,875.

Michael's net capital gain is $670,000, and the CGT payable is $150,750 (assuming a 45% marginal rate).

Question 4: Trust Distributions — Beneficiary Taxation

Question: Greenwood Trust has an income distribution of $100,000 for the year. The trust declares a $20,000
distribution to beneficiary Alice and a $10,000 distribution to beneficiary Bob. The remaining $70,000 is retained
within the trust. How is the $70,000 taxed?

1. Answer: Under the ITAA 1997, a trust must distribute all income to beneficiaries unless it is a discretionary
trust that retains income for future distribution. If the trust retains $70,000, it is treated as a “retained income” and
taxed in the hands of the trustee, who is typically the trust itself.

2. If the trustee is an individual, the retained income is taxed at the trustee’s marginal rate.

3. If the trustee is a corporate entity, the retained income is taxed at the corporate tax rate (currently 30%).

In this scenario, the $70,000 is taxed in the hands of the trustee. If the trustee is a corporate entity, the tax payable
would be $70,000 x 30% = $21,000.

Question 5: Transfer Pricing — Arm’s Length Principle



Question: ABC Ltd, an Australian company, sells goods to its subsidiary in the Philippines at $10 per unit. The
market price in the Philippines is $15 per unit. The ATO questions the pricing. Explain how the arm’s length
principle applies and what documentation ABC Ltd should provide.

1. Answer: The arm’s length principle requires that transactions between related parties be priced as if they
were between independent parties. ABC Ltd must demonstrate that the $10 per unit price is consistent with market
conditions.

2. ABC Ltd should provide:

¢ Comparable market data showing the typical price range for the goods.

 Transfer pricing documentation (e.g., a transfer pricing report) that includes a functional analysis,
comparability assessment, and the chosen pricing method.

¢ Evidence of cost structure, profit margins, and any unique risks borne by the subsidiary.

By adhering to the arm’s length principle and maintaining robust documentation, ABC Ltd can defend its pricing
strategy against ATO scrutiny.

Common Mistakes in Taxation Law Exams

Examiners are keen to spot misunderstandings that stem from:

¢ Misinterpretation of statutory language (e.g., confusing “income” with “assessable income”).
« Failing to apply the correct tax rate or discount.

« Ignoring the “deemed disposal” rules in CGT.

¢ Overlooking the distinction between “taxable event” and “taxable income.”

* Neglecting to cite relevant case law or precedents.

To avoid these pitfalls, always double check the statutory provisions, use the IRAC (Issue, Rule, Application,
Conclusion) framework, and reference recent case law.

Effective Study Strategies

Mastering Australian Taxation Law requires a disciplined, multi faceted approach. Here are proven techniques to
help you prepare.

1. Create a Knowledge Map
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