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Thinking Of Starting A Business?
Finance before fun!
Starting a business can be exhilarating but also exhausting.
The start-up phase has a number of moving parts and you need to work your way
through various rules and regulations. While the right business structure is
important, you also need the right accounting software program, adequate and
appropriate insurances plus a brand that appeals to your target market. You also
need to dot the i’s and cross the t’s on your contracts and property lease. Don’t
forget your marketing plan including your website and social media channels.
There’s a lot to cover!
Enthusiastic entrepreneurs are usually in a hurry to convert their idea into
income, but they can sometimes put the cart before the horse. Before you pull
the trigger on your business idea you need to make sure the business is financially viable. If it doesn’t pass the financial
test, then all the other things don’t matter. For that reason, your cash flow budget and business plan should be high on
your list of priorities.

Cash Is King
In business, failing to plan is planning to fail so you need to prepare a cash flow budget for your first year of trading.
Consider preparing figures based on your best and worst-case sales scenarios. It’s not easy to project your revenue when
you haven’t opened your doors, but you can’t afford to wait for more certainty regarding your sales projections and costs.
Remember, a positive cash flow is a necessity if your business is to succeed and positive cash flow just doesn’t happen, it
needs to be planned.
Any new business owner that fails to accurately forecast their cash flow for the first 12 months could find themselves on a
collision course. Without realistic cash flow projections, management cannot identify future cash shortages and a bank
won’t look favourably on a request for additional funding in the early stages of operation. When preparing your cash flow
budget, you need to make a number of assumptions regarding the financial performance of the business and these
assumptions must be supported by research, available data plus known facts such as rent and forward contracts.
The information in your cash flow budget is designed to:
•
•
•
•
•

forecast your likely cash position at the end of each month
identify any fluctuations that may lead to potential cash shortages
plan for your taxation payments
plan for any major capital expenditure, and
provide prospective lenders with key financial information.

Of course, positive cash flow alone is not enough. The business must be returning a profit
and the long-term trend for both must be positive. All too often we hear of profitable businesses that collapse due to
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insufficient cash flow. As accountants we can do some
financial modelling for you and produce cash flows based
on different price points and scenarios.

and pricing assumptions. You’ve researched the market
in your industry, know your competitor’s prices and have
developed your points of difference.

Preparing a cash flow forecast starts with projecting your
sales. You’ll need to make assumptions on pricing plus
you’ll need to factor in things like the seasonality of your
business and the state of the economy. From a cash flow
point of view, you need to think about how quickly you’ll
get paid after invoicing your customers. Ask yourself, if
you expect to be paid in 30 days what would happen to
your cash flow if that blew out to 90 days? Would you
need to borrow more from the bank at that point?
Extending your overdraft or sourcing extra loans after a
few months of trading would set off alarm bells at the
bank.

Business Plan

Once you are comfortable with the revenue projections
it’s time to focus on the costs. You need to dissect your
start-up costs into categories like the office or shop fit
out, equipment, IT expenses, professional fees, marketing
costs, website production and furniture. You then need
to look at your fixed costs like monthly rent, insurances,
rates and internet. Finally, look at the costs that vary
based on your sales including wages and material inputs.
Cash flow projections can be a jigsaw to put together, but
you are the most qualified person to make all the sales

The main reason most entrepreneurs produce a business
plan is to raise finance from a bank. As you would expect,
a lender will want to know all about you and your
proposed venture and the business plan provides all this
information in a logical and structured format. It allows
potential investors to evaluate your ‘pitch’ and make an
informed investment decision. However, your business
plan should do more than just satisfy your investors. It
should prove the financial viability of your business and
provide an overview of where you plan to take the
business and how you intend to get there. It can be
expressed as a series of objectives and then detail the
strategies, tools and people who are going to make it
happen.
If you are contemplating starting a business, the
evaluation and establishment phases can be periods of
great anxiety due to a combination of excitement,
uncertainty and financial risk. The preparation of a cash
flow budget and business plan provide a road map and
set your financial expectations. You can then monitor
your progress and performance. Do your homework, stay
calm and as accountants we are here to guide you
through the process.

Death and Taxes
Benjamin Franklin once said, “In this world nothing can be said to be certain, except death and taxes."
While everyone is happy to talk about having to pay too much tax, death is a very sensitive topic. The loss of a loved one
can be traumatic, but the grief can be compounded if they die without a will. Aretha Franklin, the Queen of Soul, recently
died and reportedly left behind no will for her estate, estimated to be worth $80 million. Other legendary performers like
Prince and James Brown have also died without leaving behind a will. Brown’s estate is still unsettled 11 years after his
death. The topic of estate planning and the administration of an estate is very important so let’s explore some important
aspects of the administrative process.
After a person dies and the funeral arrangements are complete, the focus will eventually turn to financial matters
including tax and superannuation. Typically, an executor will be appointed who will be responsible for administering the
estate of the deceased person and the administration process usually starts with obtaining probate. This is a document
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issued by the court that confirms that the person whose affairs are being administered
are in fact deceased and therefore cannot hold bank accounts, shares or property and
that the executor appointed in the will is legally entitled to wind up the affairs of the
estate.
One of the important steps is to lodge a final tax return on behalf of the deceased that
the Australian Taxation Office (ATO) refer to as a ‘date of death tax return’. The ATO
insists that this must be lodged on a paper return, but otherwise all the other normal
assessment conditions apply including individual income tax thresholds, tax rates,
withholding conditions and lodgement requirements. The date of death tax return will
be the last document that requires the deceased’s individual tax file number (TFN) and
upon completion, this TFN will not be used again.
There are a few other differences when completing this final tax return. Firstly, the executor will need to print the words
“Deceased Estate” on the top of the first page of the return, sign the tax return on behalf of the deceased and show the
name of the taxpayer as “The legal representative of <person’s name>, deceased”. Also, at the question, “Will you need to
lodge an Australian tax return in the future?”, answer the word “No” or put an ‘X’ in the box.
Assessable income earned or derived and deductible expenses incurred, up to the date of death should be included in the
tax return. Any income earned and deductible expenses incurred after the date of death (for example, from investments)
will need to be dealt with in the deceased estate’s Trust Tax Return - not in the final return of the individual. The
treatment of capital gains or losses would be dealt with in a similar way and if the deceased person had accumulated
losses, these can be offset against income in the final tax return (capital losses may be offset against capital gains) but
can’t be carried forward into the deceased estate. Ordinary losses, as well as capital losses, that can’t be offset in this final
tax return will lapse.
The ATO will usually send the notice of assessment to the executor, which should show any refund owing or any tax
liability. As such, the executor may need to withhold amounts from the assets or income of the deceased estate to pay this
tax liability.
As a guide, below is a checklist of items you may need to address through the process. Of course, if the deceased person
also carried on a business, further advice should be sought and we recommend you talk to us if a deceased estate trust
return has to be completed.
CHECKLIST FOR A DECEASED ESTATE:
1

2

3

4

5
6

DID THE DECEASED PERSON HAVE A WILL?
If Yes, establish who the executor or administrator is of the will. If No, contact the public trustee in your state or
territory to determine if they will act on behalf of the deceased person. If so, they will take the action required.
HAS PROBATE BEEN OBTAINED BY THE EXECUTOR?
If not, you may need to provide further information if you wish to establish authority to deal with the tax affairs of
the deceased person.
OFFICIALLY NOTIFY THE ATO OF THE PERSON’S DEATH
Complete the ‘Notification of a Deceased Person’ form that officially notifies the ATO of the person’s death and it can
be used to establish authority to deal with their tax affairs. You will need to provide the death certificate and supporting documents required at an Australia Post outlet for an interview, or certified copies to the ATO by mail. The
ATO may also attempt to match individual records to Births, Deaths and Marriages data.
DO YOU NEED TO LODGE A FINAL INDIVIDUAL TAX RETURN?
Refer to information in this article and make sure there are no outstanding tax returns for prior years. If Yes, this
return should cover the period from the previous July 1 to the date of death. If No, complete a ‘Non-lodgment advice
form’ and send it to the ATO. On the form, where it asks for “Reason for not lodging a tax return” write “Deceased”
and the date of death.
OBTAIN A TAX FILE NUMBER (TFN) FOR THE DECEASED ESTATE
As a deceased estate is considered a trust, a ‘TFN application for a deceased estate’ form will be required.
LODGE THE DECEASED ESTATE TAX RETURN(S)
A trust tax return will need to be completed and lodged. Each financial year will require another such return to be
lodged until the deceased estate has been fully administered and no longer has a tax liability.

If you have any queries regarding the taxation issues regarding a deceased estate, please don’t hesitate to contact our
office.
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Beware Just Claiming ‘Standard Deductions’ this Financial Year
The Tax Office’s Assistant Commissioner Kath Anderson has issued a warning to business
owners and individuals against claiming “standard” deductions this year.
Anderson has said the Australian Taxation Office (ATO) is
gearing up to contact over 1 million Australians about
their 2018 tax claims in what will be the ATO’s “biggest
ever” awareness campaign to educate taxpayers that
they need to substantiate all their expenses, irrespective
of the amount of the expense claim.

The plan is to contact nearly 250,000 more taxpayers
compared to the past financial year with the majority of
incorrect claims centred on rental and work-related
expenses.
There are many common misconceptions around
‘standard’ deductions and Anderson says the key for
most claims is proving and showing the ATO how the
money was spent, and how it relates to your work.
“People think that they have an entitlement even though
they have not spent the money. You have to have still
spent the money. It has to be related to earning your
income, and you have to be able to show us how you
calculated the claim,” she said.

Traditional expenses like claiming motor vehicle expenses
and the purchase of uniforms remain under the
microscope while common mistakes include claiming
entire phone bills (including mobile) when only a portion
is work-related or claiming heating and lighting bills for
‘home office’ expenses even though you might be sitting
on the couch watching TV and using a computer. Another
‘standard’ expense claim that is often abused is claiming
the maximum $150 for laundry costs even if they don’t
have a work-specific uniform.

The ATO has strongly reinforced its compliance powers
through its data-matching systems and they are also
monitoring information that’s publicly available on social
media channels. For example, they’re looking for
inconsistencies in what people are reporting as their
declared income in their tax returns (and unexplained
wealth of small business owners) and what their social
media accounts reveal about their lifestyle.

Car expenses are a classic example. The ATO allow
individuals and businesses to claim a maximum of 5,000
kilometres per vehicle without documentary evidence of
the kilometres travelled. This doesn’t mean business
owners can just claim the 5,000 kilometres, there must
be proof that the vehicle is used for business purposes
and the basis of the calculation.
The Tax Office previously revealed some new areas would
be under scrutiny this financial year including
cryptocurrency transactions and earnings from the ‘gig
economy’ (i.e. contract, temporary and freelance work).

A person with a low income but multiple photos on social
media with boats and sports cars is like waving a red rag
at a bull. The ATO have stated, “We only go looking when
something doesn’t add up. We continue to support those
who do the right thing, and identify and take action
against those who choose not to.” ATO staff are only able
to access “publicly available information”, with the ATO
stating “there is a lot of information that can be viewed
on social media sites without using a login”.
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Law Changes Impacting Business Owners
As a business owner and employer there are a number of legislative changes that came into effect on July 1, 2018 that
you should be aware of including:

Single Touch Payroll
How businesses report their payments to staff to the Australian
Taxation Office changed on July 1, 2018. Single Touch Payroll (STP)
became compulsory for employers with 20 or more employees
which means employers will be reporting their employee’s salaries
and wages, pay-as-you-go withholding and superannuation
information via their payroll software each time they make a payment to staff. From July 1, 2019 employers with 19 or
fewer employees will need to comply with the Single Touch Payroll.

Superannuation
Employers should also be aware of a change regarding the Superannuation Guarantee Charge (SGC). Employer’s SGC
obligation for 2018/19 remains at 9.5 percent of the employee’s ordinary time earnings and will apply to the increased
base of $54,030 of the employee’s quarterly earnings.
Also, the SGC amnesty that has been in place since May will continue until May 23,
2019. This means employers who voluntarily disclose their previously undeclared
shortfalls in Superannuation Guarantee contributions during this period will not be
liable for the administration component and penalties that may otherwise apply to
late Superannuation Guarantee payments. In addition, they will also be able to
claim a tax deduction for catch-up payments made in the 12-month period. The
amnesty applies to shortfalls between July 1, 1992 and March 31, 2018.

Minimum Wage Increase
The national minimum wage increased by 3.5% from July 1, 2018. From that date, employees will be entitled to a
minimum take-home weekly pay of $719.20, or $18.93 per hour. This represents a weekly increase of $24.30 for
approximately 2.3 million Australians and modern award wages will also be increased by the same amount. The Fair
Work Ombudsman is calling on all employers to check the new pay rates that will now apply to their business, which
they can do via the Ombudsman’s updated Pay and Conditions Tool located at https://calculate.fairwork.gov.au/

Penalty Rates
The second lot of changes to Sunday penalty rates for workers in the fast food, retail, pharmacy and hospitality sectors
also commenced on July 1. Last year, penalty rates across those sectors dropped by 5% from the previous Sunday rates,
but the cuts are larger in 2018/19. For example, Sunday loading rates for full-time and part-time workers covered by the
Retail Industry Award will drop from 195% of the base hourly rate to 180% of the base hourly rate.

Unfair Dismissal Threshold
At the start of each new financial year, the high-income threshold for unfair dismissal claims also changes. From July 1,
the threshold increased from $142,000 to $145,400.
If an employee’s annual earnings exceed this threshold and they are not covered by
a modern award or enterprise agreement, they will not be able to bring an unfair
dismissal claim. If an employee’s annual earnings exceed this threshold, you will be
able to make a guarantee of annual earnings with him or her and preclude
application of any modern award that would otherwise apply. The maximum amount
the Fair Work Commission can order in compensation for an unfair dismissal case
will also increase to $72,700 for dismissals occurring on or after July 1, 2018. This is
an increase of $1,700 from last year.
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Franchisee Gets Massive Fine for Poor Record-Keeping
A former Caltex franchisee and its Director were both fined for poor record-keeping and inadequate pay slips. The
franchisee was fined $80,190 and the Director was fined an additional $16,038 by Australia’s Fair Work Ombudsman.
The penalties related to serious breaches of the watchdog’s record-keeping laws. The store was investigated over
allegations the franchisee had underpaid six international workers, but on investigation, the documents provided to the
Ombudsman did not accurately reflect the wage rates the company had paid to the employees. The workplace watchdog
then requested further information from the company’s accountant, superannuation fund and bank which did not match
up with the information originally provided to the Ombudsman and the company was then taken to court over alleged
falsification of records. The Federal Circuit Court Justice Alexander Street found them guilty in June 2018.
A lack of consistent records available to the Ombudsman meant the regulator was unable to determine if allegations that
workers at the franchise were being paid just $12 an hour were correct. The Fair Work Ombudsman said in a statement
that if the same breaches occurred today, the penalties could be significantly higher thanks to legislation that was passed
in September 2017 aimed at protecting vulnerable workers. The changes to the Fair Work Act significantly increased
penalties, up to 10 times, for failing to keep records and introduced a reverse onus of proof on employers who fail to
meet record-keeping or payslip obligations.
The Fair Work Ombudsman, Natalie James said, “Financial penalties for failing to keep records and issue pay slips have
significantly increased and any unscrupulous employer that frustrates a Fair Work Ombudsman time-and-wages
investigation by using false records can now face prosecution in criminal court. Clearly this case reinforces the importance
of record-keeping and the focus the courts and Fair Work Ombudsman place on payroll record keeping. It also highlights
the fact that if you don’t have your records in order, the risk is increased substantially with the new legislation.
If you have any concerns about the level of wages you are paying your staff or need some assistance with your record
keeping, contact us today.

IMPORTANT DISCLAIMER: This newsletter does not constitute advice. Clients should not act solely on the basis of the
material contained in this newsletter. Items herein are general comments only and do not constitute or convey advice per
se. Also changes in legislation may occur quickly and we therefore recommend that our formal advice be sought before
acting in any of these areas. This newsletter is issued as a helpful guide to clients and for their private information. It should
be regarded as confidential and not be made available to any person without our prior approval.
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