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Tax Planning Guide for Business

As financial year end approaches, STOP for a
minute and assess where you are up to:

» Do you have a business plan you are
working towards?

» Have you thought through how you plan
to get ahead?

» Do you understand your business
structure - how it helps manage your
revenue, optimise your tax and manage
your risk?

» Have you kept records of your
expenses?

» What is your plan to see your income
and wealth grow?

» Do you know how much taxable income
you will have earned and how much tax
you are liable to pay?

In a year with government stimulus receipts,
large changes to depreciation write-off limits
and volatile trading, guessing your results is
not good enough. Base your decisions on the
knowledge that comes from having us prepare
a projection of your results and a tax estimate
to drive good year end decisions.

What could you do with SURPLUS
FUNDS?

» Pay down debt
» Top up your super

» Take a (local) holiday

» Invest in growth

First and foremost, all wealth building decisions
must be commercially viable.

If it makes sense commercially we’ll help you
optimise the tax consequences. Schemes based
on tax minimisation rarely pay off in the long
run. When used strategically, you can make the
most of your surplus cash and minimise the tax
consequences.

With that in mind, what can you do in the lead
up to year end?

COVID-19 STIMULUS MEASURES

Instant Assets WRITE OFF UP TO
$150,000

The government has introduced depreciation
tax concessions. These are generous, however
have complications on the date of purchase
(before or after 12 March), the value, new or
second hand, and the date the asset is installed
and ready for use:

» Depreciating assets below $150.000
purchased between 12 March and 30

June 2020 which are installed and

ready for use in your business by 30
June 2020 are immediately deductible.
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» Depreciating assets below $30,000
purchased before 12 March which are
installed and ready for use in your
business by 30 June 2020 are
immediately deductible.

» Depreciating assets above $150.000 are
usually depreciated in an asset pool at
a rate of 15% in the first year and 30% in
future years.

» If your pool balance at 30 June 2020 is
below $150.000 before applying any
other depreciation deduction, the entire
pool balance is written off.

» Depreciating assets above $150.000
purchased between 12 March and
30 June 2020 which are installed and
ready for use in your business by 30
June 2020 are eligible for a 50%
deduction plus depreciation on the
balance that would usually apply.
These assets must be new and not

How does this apply to vehicles?

» You must be operating a business to

qualify. If you are a sole trader or
operate under the Personal Services
Income provisions you do not qualify.

» If you purchase a car (a passenger

vehicle, except a motor cycle or similar
vehicle, designed to carry a load less
than one tonne and fewer than nine
passengers) for your business, the
instant asset write-off is limited to the
business portion of the car limit of
$57,581 for the 2019-20 income tax year.
For example, if you use your vehicle for
75% business use, the total you can
claim under the instant asset write-off is
75% of $57,581, which equals $43,186.

» The car limit of $57,581 does not apply

for a non-passenger vehicle (note that
not all utilities qualify under this
arrangement)

previously heldiby another entity » If your vehicle is written down to nil as

a result of the instant asset write off,

. this means that you will not claim
Remember the rule to make commercial depreciation in future years and when

decisions our priority? you sell the vehicle then 100% of the

sale / trade-in price will be treated as
If the purchase will improve your future profits assessable income.

and cash flow then go for it - buy assets before

30 June 2020 and claim the tax deduction. But if » If you are buying a vehicle in your

your goal is a tax break then consider how your business, we recommend you start your

profits may be better spent, invested or saved. new log book at the same time or
prepare for a sizeable fringe benefits

If you buy a number of assets or you have an tax bill. If the log book and fringe

asset pool just below $150,000 then your write benefits tax are not appealing, then

offs may push your business into a loss position. keep it simple and buy the vehicle in

This can create unexpected complications for your own name.

tax planning.

Remember — take the advice of your
accountant and not the motor dealer who
may bend the truth to sell you a vehicle or
your mate at the pub who thinks it would
be awesome to have a new tax deductible

vehicle for your next fishing trip...

9 June update - the instant asset write off end date has
been extended to 31 December, however 30 June remains
the key date for a deduction in this financial year.
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Cash flow BOOST

If you lodged a BAS or IAS with Pay as You Go
Witholding on it, you may have received a credit
on your ATO account of between $10,000 and
$50,000 and you may be eligible for the same
again in the period July to October.

The Cash Flow Boost (“the Boost”) is non-
assessable. That means you generally do not
have to pay income tax — the money is yours
with no strings attached. Unfortunately, income
tax is rarely that simple:

» If you received the Boost as a sole
trader, it is yours - no complications, no
issues.

» If you received the Boost in a company,
it belongs to the company. This can be
really helpful for funding some of the
working capital that is usually provided
by loans to the company by directors
and shareholders, or as a bank
overdraft. Using the Boost to replace
these loans is a great option.
Unfortunately, aside from repayment of
loans, the withdrawal of money from a
company usually has tax consequences.
If it is paid as wages, then usual tax
applies and if it is paid as a dividend
then again usual tax applies. The fact
that the company received the funds
free of tax does not mean that the
owners can withdraw the funds free of
tax.

If you received the Boost in a
discretionary trust, then we move into
an extra level of complications with
interpretation of your Trust Deed. If
100% of the Trust income is distributed
to you and family members in personal
names, then the part of the distribution
that relates to the non-assessable
Boost is not taxable to you. If some of
the Trust income is distributed to a
bucket company or corporate
beneficiary, then unless we can do
some trust accounting gymnastics, we
create the tax issues for a company
described above.

In short, the Boost is great news. In long form,
you need to make sure you follow the right steps

to maximise your after tax benefits.

N

JobKeeper Payment

JOB KEEPER

JobKeeper is complicated in eligibility,
application and ongoing reporting, however it is
relatively straightforward from a tax perspective.

» If your business is receiving JobKeeper,
the payments from the ATO are treated
as assessable income and the wages
you pay to employees are a deductible
expense (just like they always are).

» For employees, JobKeeper is income
like any other salary and wages.
Income tax is payable and tax is
withheld. The only difference is that the
government has stepped in to partly
reimburse the employer for the
payment of wages.

» For an eligible business participant,
JobKeeper forms a part of business
income. It is not specifically attributed to
the registered eligible business
participant - after the eligible business
participant is nominated that is
effectively the end of their role from a
tax perspective.

We are all learning how to manage the
Government stimulus measures, so don’t be
shy in asking questions.
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Are you using CLOUD ACCOUNTING?

Real time access to financial data can be the
difference between success and failure.

If you are still working from a spreadsheet
or an outdated desktop accounting product,
now is the time to embrace the future. Ask us
how we can get you set up with a Xero file
and the conveniences of bank feeds, process
automation, real time access to information on
the go and more.

Review your BUSINESS STRUCTURE

Your business has likely changed over the years.
Have you assessed whether it is still doing what
you need to do?

Do you have the right directors, shareholders,
trustees, accounting software? If you’re not
sure, start a conversation with us.

Ownership of INVESTMENTS

A longer-term tax planning strategy can be
reviewing the ownership of your investments.
Any change of ownership needs to be carefully
planned due to capital gains tax and stamp
duty implications. Please seek advice from your
Accountant prior to making any changes.

Investments may be owned personally,
by a Partnership, Company or
Discretionary or Unit Trust, with varying
benefits of asset protection, risk
management, ownership continuity,
income distribution and tax optimisation.

If buying a new investment, speak with your
accountant to assess the best entity to own the
asset before you make an offer to purchase.

A Bucket COMPANY

A Bucket Company / Corporate Beneficiary is an
option where you have surplus business income,
or funds for investment in your personal name,
on which you would prefer to pay the company

tax rate of 30%, rather than a high personal
tax rate of 47%. This is generally a deferral of
tax, which may assist your cashflow now, and
at some stage in future the income will be paid
as franked dividends from the company down to
the shareholders — ideally we do this at a point
in future when your income and tax rate is lower.
There are some costs and complications so
this is not for everyone, however when it works
this can be highly effective at managing tax,
reducing risk and building wealth.

Tools of TRADE / FBT EXEMPT ITEMS

Tools of Trade and other FBT exempt items for
business owners and employees can be an
effective way to buy work-related items with a
tax benefit.

ltems may include handheld or portable
tools of trade, computer software, notebook
computers, personal electronic organisers,
digital cameras, briefcases, protective clothing,
and mobile phones. Make sure there is a
connection between the item purchased and the
employment.

If structured correctly, an employer is entitled
to a tax deduction for a reimbursement to an
employee (for the equipment cost), can claim
any GST input credit, and the employee’s salary
package will only be reduced by the GST-
exclusive cost of the items.

Bring forward EXPENSES

“Small Business Concession” taxpayers can
make prepayments, up to 12 months ahead,
on expenses such as subscriptions and interest
on loans BEFORE 30 June 2020 and obtain
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a full tax deduction in the 2020 financial year.
You can prepay up to 12 months of interest
before 30 June on a loan for a property or share
investment and claim a tax deduction this
financial year.

items
include

Purchase necessary consumable
BEFORE 30 June 2020. These

marketing materials, consumables, stationery,
printing, office and computer supplies. Spend
the money now and get the deduction this year.

Pay Employee SUPERANNUATION
BEFORE 30 JUNE

To claim a tax deduction in the 2020
financial year, you must ensure that your
employee superannuation payments are
received by the superfund or the Small
Business Superannuation Clearing House
(SBSCH) by 30 June 2020. It is the date
the super fund receives your payment, not
the date that you make the payment that
matters.

Last minute superannuation payments can
result in processing delays. This may result
in payments being received after year-end
with the deduction delayed to the next
financial year.

Write off BAD DEBTS

Review your Trade Debtors listing and write-off
all bad debts BEFORE 30 June 2020. Prepare

a management meeting document which lists
each bad debt, as evidence that these amounts
were written off prior to year-end.

This must be entered into your accounting
system before 30 June 2020.

Year end stocktake OBSOLETE ASSETS
AND WORK IN PROGRESS

If applicable, you need to prepare a detailed
Stock Take and/or Work in Progress listing as
at 30 June 2020. Review your listing and scrap
(i.e. physically dispose of) then write-off any
obsolete or worthless stock items.

Managing your stock is a key part of
managing your business. How quickly
and efficiently do you turn stock / work in
progress into cash and profit?

You may have assets that have a value, but
which you no longer use. Better to have cash
in your bank than to continue tripping over and
insuring an asset you no longer need or want.

Defer INCOME

You may defer invoices and receiving cash/
debtor payments until after 30 June 2020.
This strategy pushes tax payable to future
years which may be helpful if you have had an
unusually profitable year. However don’t forget
our rule to act commercially — money in your
bank account is always preferable to money in
someone else’s bank account. Making smart
business decisions and maximising tax benefits
form part of an overall commercial strategy.

For Investments, where possible arrange for the
receipt of Investment Income (e.g. interest on
Term Deposits) and the Contract Date for the
sale of Capital Gains assets, to occur AFTER
30 June 2020. Let us know of any such issues
when we are talking to you in your year-end tax
planning.

NOTE: The Contract Date is generally the key
date for working out when a sale occurred, not
the Settlement Date!
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Realise capital LOSSES

Tax is normally payable on any capital gains.
You should consider selling any non-performing
investments you hold before 30 June to
crystallise a capital loss and reduce or even
eliminate any potential capital gains tax liability.
Unused capital losses can be carried forward to
offset future capital gains.

Motor vehicle LOG BOOK

If you do a lot of work related driving, ensure that
you have kept an accurate and complete Motor
Vehicle Log Book for at least a 12-week period.
You should record your odometer reading as at
30 June 2020 and keep all receipts/ invoices for
motor  vehicle  expenses. For  more
information visit the ATO website.

You may claim up to 5,000 business kilometres
without a log book, using the cents per km
method based on a “reasonable estimate”.
Bear in mind, you do need to be able to justify
this claim to the ATO if asked.

Remember that driving to and from work is
a private, non-deductible expense.

If you have employees driving business
vehicles, they should understand that vehicles
are provided for business use and that any
personal use will incur additional costs for
fringe benefits tax. You may wish to have them

sign an agreement and an annual declaration.

Property DEPRECIATION REPORT

If you have a commercial property, a Property
Depreciation Report (prepared by a Quantity
Surveyor such as BMT, Deppro or Asset
Reports) allows you to claim depreciation and
capital works deductions on capital items within
the property and on the property itself.

The cost of this report is generally recouped
several times over by tax savings in the first
year of property ownership.

Trustee RESOLUTIONS

Trustees must generally make valid distribution
resolutions BEFORE 30 June 2020 (or an
earlier date if specified in the trust deed) for all
Discretionary (family) Trusts. Every trust deed is
different, so in every case our advice is to “read
the Trust Deed”. With the addition of the non-
assessable Cash Flow Boost and JobKeeper
income support we have extra complications this
year. Please contact us for more information.

Private company “DIV 7A” LOANS

Business owners who have borrowed funds from
their company must ensure that the appropriate
principal and interest repayments on loans are
made by 30 June 2020. Current year loans
must be either paid back in full or have a loan
agreement entered in before the due date of
lodgement for the company return, or risk having
it counted as an unfranked dividend in the return
of the individual.

Taxable payments ANNUAL REPORTS

If you operate in one of the following industries:

+ Building & construction

+ Cleaning services

+ Courier services

+ Road freight services

+ |IT services

« Security, investigation or surveillance
services

AND you make payments to contractors, you
will need to lodge a taxable payments annual
report with the ATO by 28 August.



https://www.ato.gov.au/uploadedFiles/Content/MEI/Downloads/TaxTimeToolkit_SB_motor-vehicle.pdf
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Maximise deductible SUPER
CONTRIBUTIONS

The concessional superannuation cap for
2020 is $25,000 for all individuals. If you
exceed this limit you will pay more tax!
Employer super guarantee contributions
are included in these caps. Where a
concessional contribution is made that
exceeds these limits, the excess is included
in your assessable income and taxed at your
marginal rate, plus an excess concessional
contributions charge. We have a
longer explanation on our website.

Is your super working for you? Speak to
one of our preferred financial advisors and
integrate your tax and financial planning to
unlock more value. We can arrange an
appointment in our offices.

Insurance Premiums
AN INVESTMENT IN YOUR FINANCIAL
SECURITY

Possibly your greatest financial asset is your
ability to earn an income. Income Protection
Insurance generally replaces up to 75% of your
salary if you are unable to work due to accident
or iliness. Premiums are usually tax deductible,
and protect your family’s lifestyle if you cannot
work. It’s a small price to pay for peace of mind.
Income protection premiums can be pre-paid for
12 months to bring forward your deductions.

Support a Good Cause DONATE

Make a tax deductible donation to a good
cause. You will feel better for it, our community
will be better for it and the ATO will chip in with
a healthier refund when we prepare your tax
return.

And finally - BE CAREFUL

If it sounds too good to be true, it generally is.
Sometimes you need to take a risk to get ahead
and to achieve your long term goals, but always
do so with a plan.

We love legendary investor Warren Buffett’s
pearl of wisdom:

Rule #1, never lose money;
Rule #2, don’t forget Rule #1.

PORTERS CA

This article is provided as general information only and does not consider your specific situation, objectives or

Perth

Level 3, 9 Bowman Street
South Perth WA

(08) 6436 0900

Albany
Level 1, 96 - 102 Stirling Tce

needs. It does not represent accounting advice upon which any person may act. Implementation and suitability Albany WA

CHARTERED ACCOUNTANTS future legislative change.

requires a detailed analysis of your specific circumstances. We have not accounted for the uncertain nature of (08) 9842 2511


https://portersca.com/resources/tax-deductible-contributions-to-superannuation/



