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Another financial year is about to close and what a busy year it has been.
Farmers are still smiling with record prices for sheep and wool, this is creating a positive flow on effect
to surrounding businesses. The big down side is the very low interest rates for self fund retirees and
investors and the changes proposed to refunds of excess imputation credits, see later article.

Budget Highlights
Budget measures of note are;
•
Proposed new tax offset for low and middle income earners from 1 July 2018 in addition to the current Low Income Tax Offset.
•
Medicare Levy to remain at 2% of taxable income.
•
Small Business Instant asset write off extended for a further 12 months.
•
From 1 July 2019 a limit of $10,000.00 for cash payments made to businesses for
goods and services.
•
Taxable Payments Reporting System to be extended to Security Providers, Road
Freight Transport and Computer System Design services from 1 July 2019.
•
Removing tax deductibility to businesses wages and contractors payments where
withholding requirements have not been met.
•
Reducing SMSF audit requirements to a 3 year cycle where a history of 3 years good compliance.
•
Proposal to increase maximum number of members in a SMSF from 4 to 6.
•
Capping of Passive Fees on Super Funds on accounts with balances below $ 6,000.00
•
Legislation to stop automatic opt in to life insurance for certain members.
Remember these are only proposals at the moment, legislation needs to be passed before they become law.

$20K Instant Asset Write-Off
The government will extend the current $20,000 instant asset write-off available for small business entities (i.e. businesses
with an aggregated turnover of less than $10 million). Small business entities will now be able to immediately deduct the
cost of most new or second hand depreciating assets bought and used (or installed ready for use) in the business before 30
June 2019 - provided the asset costs less than $20,000. Only a few assets are not eligible (such as horticultural plants and inhouse software).
Whether GST should be included in working out whether the threshold is met depends on whether
the purchaser is registered for GST or not:
1. If the purchaser is registered for GST – the GST exclusive amount is the cost of the asset;
and
2. If the purchaser is not registered for GST – the GST inclusive amount is the cost of the
asset.
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$20K Instant Asset Write-Off
However, assets costing $20,000 or more can be pooled in a general small business pool, treated as a single depreciating
asset and depreciated at:
•
•

15% for such assets acquired in the first income tax year; and
30% each income year thereafter.

If the balance in the pool is less than $20,000, the pool can be immediately deducted.
From 1 July 2019 the immediate deductibility threshold will revert to $1,000 (as opposed to the current $20,000).

Superannuation Amnesty
The Government has introduced a bill to grant a 12 month amnesty for employers to catch up on unpaid superannuation
guarantee payments without copping late payment penalties from the Government.
Employers will still have to pay a 10% interest charge on unpaid contributions.
For those who do not heed the 12 month amnesty the government will increase penalties to
the tune of 50% on top of the SG they owe.
The amnesty period will not stop the ATO from going after employers for historical obligations they don’t own up to voluntarily.
The ATO estimates about $2.85 billion in SG payments went unpaid in 2014-15.
If you are behind in your SG employer payments please urgently contact us to make arrangements for catching up during the amnesty period.
The legislation has been referred to the Senate Economics Legislation Committee with a report due 18 June 2018.

ATO Focus on Claiming Car Expenses
The Australian Taxation Office (ATO) has announced that it will be closely examining claims for work-related car expenses
this tax time as part of a broader focus on work related expenses.
They are particularly concerned about taxpayers claiming for things they are not entitled to like private trips, trips they
didn’t make and car expenses that their employer paid for or reimbursed.
There are two ways to calculate a deduction for car expenses—the cents per km method which is limited to claims for work
-related travel up to 5,000kms, and using a log book to determine the work-related percentage of actual expenses incurred.
Each year around 870,000 people claimed the maximum amount under the cents-per-kilometre.
It is legitimate to claim for 5,000 kilometres if you did actually do them as part of earning your income. However the ATO
is concerned that some taxpayers mistakenly believe that this is a “standard” deduction they are entitled to, without needing to provide any evidence of having travelled that distance, or even having undertaken any travel at all.
It is true that a claim of up to 5,000 kilometres using the cents per km method does not require a log book. However, you
still need to have done the kilometres as part of your job and be able to show how you calculated your claim, for example
by keeping a diary of places you had to drive to for work and how often. The cents per kilometre method is there to simplify record keeping, not to provide a free ride.
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ATO Focus on Claiming Car Expenses
Unless you have a work-related need to travel while performing your job, you won’t be able to claim a deduction. For example, travelling from home to get to work is not deductible for most people. There are a few exceptions such as people
travel from site to site or are required to transport bulky tools or equipment and their employer does not provide them
with secure storage at work. However, simply travelling from home to work is not enough to qualify, no matter how far
you live from your workplace.

Proposed Changes to Imputation Credit Refunds
In a move that has the potential to affect a lot of clients the Labor Party announced that from 1 July 2019 excess imputation credits will no longer result in a tax refund to shareholders. They then watered down the announcement by introducing the Pensioner Guarantee. The proposed legislation would not apply to anyone on a pension as well as pensioners with
a SMSF. Also, SMSF’s with at least one pension member prior to 28 March 2018 will be exempt from the proposed legislation. Before clients make too many changes in anticipation of this policy remember;
1.
2.

Labor needs to win the next election, and;
The legislation needs to be introduced and passed by Parliament.

Strategies for Investors to restructure in anticipation of the legislation are already being floated by various financial advisers.

Know When To Claim GST Input Tax Credits
GST registered businesses can claim GST input tax credits of the GST included in the price of goods or services purchased
for use in the business if a valid tax invoice is held. The retention of a tax invoice is not required for purchases less than
$75 GST exclusive. While this concession was enacted to save on the retention of tax
invoices for relatively small amounts, we recommend that tax invoices be held or be
scanned for computer storage. Please note that GST registered businesses must issue a
tax invoice for the sale of all goods and services regardless of price.
GST input tax credits can only be claimed if purchases are made relating to the making
of either:
•
•

Taxable supplies (e.g. a machinery manufacturer that sells new equipment, may claim the GST charged on acquisitions relating to the materials used); or
GST-free supplies (e.g. a medical practitioner can claim the GST on drugs and bandages used in their practice).

GST input tax credits cannot be claimed on purchases relating to the making of input taxed supplies (e.g. residential rental
properties).
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Super Contribution Opportunity
(Article courtesy of ARA Consultants Limited)

A new superannuation contribution opportunity was introduced this financial year which means that if you haven’t maximised your concessional contribution cap of $25,000.00 it’s not too late!

This is the first financial year in which individuals will be eligible to make a personal superannuation contribution and claim
that contribution as a personal tax deduction, regardless of their work status. In the past as a general rule you had to be
self-employed or have no employment income to be able to claim this deduction, but the removal of the employment
income test has opened up the opportunity to all.

Example, Billy Bloggs works full time and, through a combination of salary sacrifice and his employer’s 9.5% Superannuation Gurantee, a total of $20,000.00 has been contributed to his superannuation account on his behalf. Billy can draw
$5,000.00 from his bank account, contribute it to his superannuation account and claim it as a tax deduction. As a tax deductible superannuation contribution, 15% contributions tax will be deducted.

So if you haven’t already maximised your concessional contribution cap of $25,000.00 for the financial year through salary sacrifice you have an opportunity to contribute personal funds to superannuation in the lead up to 30 June and claim as a tax deduction.
A few things to keep in mind
•

You need to be eligible to contribute to superannuation,
that is, under age 65 or, if you are between 65 and 75, you
need to have been gainfully employed for 40 hours in a
consecutive 30 day period this financial year.

•

The maximum you can contribute to superannuation is
$25,000.00 this financial year and this will include any salary sacrifice and employer superannuation guarantee contributions.

•

You have to be able to use the tax deduction. That is, you need to ensure that the personal tax you would otherwise have to pay is greater than the 15% contributions tax you will incur on your superannuation contribution, and

•

You must lodge a “Notice of Intent to Claim” form with your superannuation fund to claim the tax deduction on the
contribution before you lodge your personal tax return.

Please keep in mind that in order to be treated as a contribution for the current financial year, it is important that the contribution is received by the superannuation fund before 30 June.

Bank transfers can often take 3 days to process between banks—about the same time it took Apollo 11 to get to the moon
in 1969. It is only once the funds are cleared on the third day that the contribution is deemed to be received. Therefore,
as 30 June falls on a Saturday this financial year, we recommend that bank transfers are done by Monday 25 June, unless
your bank is able to facilitate a same day transfer.
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Don’t Leave Profit on the Table

The vast majority of business owners in the country work hard, very hard. However, despite their efforts, a lot of businesses never reach their full profit potential.
There’s no doubt, to create a successful business you need to do research and planning plus you need to take risks. There
are very few shortcuts to success and no amount of enthusiasm, passion, talent or hard work can guarantee business success.
While there are a multitude of reasons why a business can fail, there are even more reasons why a business underperforms. The wrong product, incorrect pricing, a poor location and a lack of marketing can all drag down your bottom line
profit. Bad timing and simply not minding your own business by maintaining quality financial records can also impact on
your profit. Of course, some of these issues a business owner can control while others are out of your control including
economic conditions, new technology or natural disasters.
Profit is how we keep your score in business and it is also a consequence of decisions made by management. The mission
is to maximise your profit and when you sell your business, the valuation might also be a multiple of your profit so it’s important to continually grow your profits
Fundamentally there are only four ways to grow your business and your profit:
1.
2.
3.
4.

Increase the Number of (Ideal) Customers
Get the Customers to Buy More Often
Increase the Average Sale Value
Improve your Systems and Processes

It doesn't matter if you run a physiotherapy, plumbing or painting business, the first step in growing your business is to
identify these 3 key numbers;
a.
b.
c.

Your number of customers
How many times each year those customers transact with you
The average customer sale value or transaction amount

To illustrate the point, let’s assume you run a hairdressing salon and your metrics are as follow:
Number of Customers

Average Transaction Value

Avg. Transactions per Annum

Equals Turnover

250

$125

6

$187,500

It’s basic mathematics to arrive at the turnover figure of $187,500. They say you can only manage what you measure so it’s
important that you know these three numbers in your business. If the business has rent of $50,000 plus wages of $45,000
and other costs of say $15,000 (including rates, insurance, repairs and consumable products) then the business profit
would be $77,500. Assuming your business was valued at 2 times your profit (before interest and tax) it would be worth
$155,000.
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Don’t Leave Profit on the Table (Cont)
Now, let’s look at the profit improvement potential in the business by increasing some of these key performance indicators.
The simplest example is increase your average sale price by 10% so it goes from $125 to $137.50. That might be as simple as
putting your prices up or alternatively you start ‘up-selling’ so each customer buys some hair product on leaving the salon.
Multiplying the numbers through, your turnover goes from $187,500 to $206,250. The $18,750 increase in revenue goes
almost entirely to your bottom line profit.
Let’s now look at what happens if we can get an increase in more than one of your key performance indicators. If you could
increase your number of customers by 10%, increase your prices by 10% and get your customers to come in for a haircut 7
times a year (instead of the current 6 times) what impact would that have on your business turnover and profit? As you’ll
see below, the business turnover rises by an incredible 41% to $264,688. The compounding effect is massive!

Number of Customers

Average Transaction Value

Avg. Transactions per Annum

Equals Turnover

275

$137.50

7

$264,688

With the extra number of haircuts, you might have to employ a part time hairdresser, so we will allow an extra $15,000 for
wages and hair product you might consume delivering these services. The business profit increases by $46,021 (59.38%)
from $77,500 to $123,521.
Not only that, because of the profit improvement, the value of the business has increased by $138,063 from $232,500 to
$370,563.
A 10% increase in price combined with a 10% increase in the number of customers plus getting customers to come and buy
one extra time per year is probably achievable for any hairdresser, but what can your business achieve? Can you identify
the 3 key performance indicators in your business? Financial modelling will help to identify the profit improvement
potential in your business and let you set some financial targets for the next financial year. Think about how you are going
to attract more customers, get existing customers to spend more with you and buy from you more often. As your
accountant, we don’t want you leaving any potential profit on the table.
Talk to us today on ways to improve the profitability of your business.
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When Can You Access Your Super
It’s a very common question and superannuation laws constantly change.
You’ve worked hard to build up a nest egg and everyone wants to retire sooner rather than later. You might also have
grand plans and to make it all happen you need to know when you can tap into your superannuation.
As you would be aware, the government puts restrictions on when you can draw down and access your superannuation so
that you use your superannuation savings for retirement purposes. You can generally only access your super:
•
•
•
•
•

When you turn 65 (regardless of whether you continue working or not).
When you reach your ‘preservation age’ and permanently retire.
When you reach your ‘preservation age’ and start a Transition to Retirement Income
Stream.
If you become permanently disabled or terminally ill.
In some special circumstances including compassionate grounds and severe financial
hardship.

What is Your ‘Preservation Age’?
Your ‘preservation age’ is the age at which you are generally first allowed to access your super. It’s up to you to decide the
right time to draw down your superannuation savings. You need to examine how the timing of reaching your preservation
age fits in with your projected financial situation and personal circumstances.
For example, you may pay tax if you withdraw your super before you turn 60, either via an income stream or as a lump
sum, although some of it might be tax-free (Tax may still apply to withdrawals after age 60 from untaxed funds such as
some of the public sector funds, and, as of 1st July 2017, certain recipients of private and public defined benefit pensions
which may exceed the $1.6 million transfer balance cap).
Calculating your preservation age depends on your date of
birth. When you turn 65, you can generally access your superannua- Your Birthday
tion regardless of whether you retire or not.
Before 1 July 1960

Your
Preservation Age
55

Accessing Your Superannuation through a Transition to Retirement 1 July 1960 – 30 June 1961
Income Stream (TRIS)
1 July 1961 – 30 June 1962

56

When you reach your preservation age, you may be able to reduce 1 July 1962 – 30 June 1963
your working hours without reducing your income by accessing your 1 July 1963 – 30 June 1964
super as a Transition to Retirement Income Stream. TRIS strategies
From 1 July 1964
can be implemented whether working full time or part time.

58

•

57
59
60

Work full time while your employer continues to make contributions into your superannuation account. You may
also salary sacrifice into your superannuation. The amount you sacrifice is then supplemented by a Transition to
Retirement Pension drawn from your super. This option has become less attractive because as of 1 st July 2017,
earnings on TRIS assets are no longer tax exempt and attract 15% earnings tax. It is still possible for some income
earners that the TRIS payments may be taxed at a lower tax rate than the salary they have replaced.
OR

•

Cut down your working hours and draw on your super through a Transition to Retirement Income Stream to
supplement your lost income.

Transitioning to Retirement Income Streams have become less attractive since the removal of the tax exemption on
pension asset earnings for TRISs (effective 1st July 2017) along with the cut in concessional contributions cap to $25,000 as
of the same date. We strongly recommend you seek financial planning advice from a financial planner to help you decide if
it’s the right choice for you and your particular circumstances.
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