
Finally, some good COVID-19 news (at least on the tax front) for employers! 

Ever since the arrival in Australia of the Omicron variant in late 2021, the recommended test for detecting 
COVID has been the rapid antigen test (RAT). Indeed, for some employees, returning a negative RAT has 
been an ongoing condition of returning to work. As a result, there has been a massive buy up of these tests 
by both employers and employees – often at significantly marked up rates. On the tax front, relief is now at 
hand! 

 

ANNOUNCEMENT 

In a press release dated 8 February 2022, the Assistant Treasurer announced that COVID‑19 tests (including 
Polymerase Chain Reaction (PCR) and Rapid Antigen Tests (RATs)) are now tax deductible, and exempt 
from FBT for employers, where they are purchased for work‑related purposes. This will apply both when an 
individual is required to attend the workplace or has the option to work remotely. This change will take effect 
from the beginning of the 2021-2022 tax year. 

 

CURRENT LAW 

The new law is aimed at clearing up the confusion which exists created in part by the government claiming 
for some time that the tests were deductible, despite it being doubtful under the current income tax rules at 
least as they relate to individuals.   

The new law will also clarify the existing doubt under the current FBT law. Currently, to not 
pay FBT, employers would need to rely on one of the following: 

a) the work-related health care exemption (s58M FBTAA – however this requires the 

test to be carried out by a legally qualified medical practitioner or nurse), or  
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b) the minor benefit exemption (s58P, FBTAA – the ATO have clearly stated on their website the  

exemption will only apply if the tests are provided infrequently and irregularly, and the cumulative value 

of the tests is less than $300), or  

c) the otherwise deductible rule (for example, in relation to employees travelling on work and the test is 

required by the destination location, or on return to the employee’s home state).   

Draft legislation has not been released at the time of writing this article. It will be interesting to see if pressure 
is put on the government to extend the exemption to masks and other personal protective equipment which, 
somewhat inconceivably, remain potentially subject to FBT. 

FBT can be a complex area. Talk with your accountant if you are uncertain about what this means for your 
particular business circumstances.  

 

FURTHER DETAILS 

Under the new law if an individual had to purchase RATs to be able to work, they will be able to claim a tax 
deduction for the cost they incurred from 1 July 2021 (they will also need evidence of the expense). If the RAT 
cost $30, an individual would be able to claim a tax deduction of $30.  

By contrast, if a test was not required for work, for example an individual just had symptoms but was not  
required by their employer to get a negative test before returning to work, then the cost will  
presumably not be deductible.  

Employees and employers should retain evidence of their COVID expenses in order to take  
advantage of these new rules. 

 

 

If you need some advice regarding the current tax laws and what might be deductible for your  
situation, please give our team a call 4927 4588 (Rockhampton) or 4939 1766 (Yeppoon) 

 

Any information contained in this document is provided for general information only and should not be used, relied upon or  

treated as a substitute for specific accounting or financial advice. Article current as at 22/03/2022. 


