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We recently put on a ‘Peak in the Park’ 
Family Fun Day for our staff and their 
extended families. It was a great August 
Sunday, with lots of food, games, laughter, 
little kids and big kids running around.

As one of the business owners at The Peak 
Partnership, something dawned on me 
that Sunday afternoon. We have a large 
and diverse collective of employees, we 
expect a lot of them, and we appreciate 
greatly the contribution that each and 
every staff member makes at The Peak.

But sometimes we just get too busy to 
demonstrate that gratitude to our people. 
It’s not always about money – sometimes 
a casual get together with the broader 
working family can do wonders for team 
harmony and alignment.

Think about doing something a little 
spontaneous for your business team too!

Holding back your business.
Overcoming the biggest problems in business often comes down 
to the simple things. Here are a few basic strategies you can use to 
capitalise on your business opportunities and reduce your risks.

“NO TIME…” NO MORE EXCUSES
Most people simply don’t set aside the 
time to do the forward planning they 
know they need to do. Here’s a simple 
test: write down your goals for the 
business. Now ask yourself, are you doing 
something to achieve those goals every 
day or every week? If not, it’s not a goal. 
It’s just a nice thought.

SET A REALISTIC BUDGET
Financially mapping your business 
reduces your risk and removes some 
of the surprises that can occur. Your 
budget needs to be realistic – not just a 
percentage increase on last year.

Start with an operating budget and assess 
each line critically. Map your revenue to 
see where, how and when the money is 
coming in to create a reliable estimate of 
your income for the coming year. 

Once you have your revenue expectations 
in place, look at what’s needed to 
generate that income. For example, what 
marketing and resources will be required?

Once you’re comfortable with your 
revenue, work up your expenditure 
budget. Be tough on costs. Don’t forget 
to allow for growth and the increases that 
are likely to flow through.

Once your budget is complete and you 
have a good idea of your likely profit 
margins, do a couple of alternative 
estimates for your key revenue drivers 
so you understand the impact of any 
changes. Once you have all this in place, 
track and measure it throughout the year 
– ideally leveraging the expertise of your 
Peak Advisor. 

(continued on page 2)
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MORE ABOUT SETTING A REALISTIC BUDGET 
Where possible, your management team should be a part of this 
process and take responsibility for achieving the budget they 
help create. When people don’t take the steps that they knew 
were required to achieve the budget the gaps quickly become 
obvious. Having a budget in place that you need to report on 
regularly makes you focus on what really needs to be done.

MAP YOUR CASH
Even some very large businesses have failed because they 
ran out of cash. Understanding your cash flow needs is vital, 
particularly for high growth business.

Understanding your cash position is about understanding the 
timing differences: How long will it take for your customers 
to pay you? How much stock will you need to hold? And what 
are the payment terms required by your suppliers? With your 
cash flow, don’t forget to allow for things like tax payments, 
loan repayments, dividends and any capital purchases that are 
planned. These can be ‘big ticket’ items and if you don’t allow for 
them you could get caught out.

As part of your cash flow forecast, identify your capital expense 
requirements. Don’t deal with these on a one-off basis as they 
arise; plan them in advance.

EXPECT THE UNEXPECTED
Growing to death is often the result of unplanned growth 
opportunities. It’s ironic that seizing a major sales contract or big 
new client can be the ruin of a business, but its more common 
than you think.

Many business owners are very good at what they do. Most 
have an excellent knowledge of the business they run and 
understand their products and services. Most also have an 
in-depth knowledge of sales performance and revenue. Few 
however, have a high level of financial management expertise, 
so when a new opportunity presents, critical financial questions 
are not part of the vocabulary. As a result, there can be a sudden 
and unintended impact on the financial position. A rush of sales 
might be a great thing but it is not always counter-balanced by a 
rush of income and profit. Free cash and liquidity are the victims.

TAKE UP TAX ADVANTAGES 
For small business in particular there are 
a range of concessions and funding you 
can access. Many small businesses simply 
don’t realise the opportunities available.

A simple example is trading stock 
valuations. Your trading stock is an asset 
that is recorded on your balance sheet. 
In most cases it should be tax neutral 
to you. The cost of purchasing stock is 
expensed in your profit and loss account 
and offset by the value of the stock asset, 
until you sell it. While the amount of stock 
you are carrying will impact on your cash 
position (because you have your funds 
tied up in it), there is no direct impact 
on your profits or taxable income until 
you sell that stock. However, if at 30 June 
some of your stock is worth less than its 
cost price, you have the option to value it 
at the lower figure and take the tax write-
off now, rather than wait until the stock is 

sold. This reduction in your stock value will produce a tax saving 
for your business.

For tax purposes, there are a number of ways of valuing stock. 
Once you have done your stocktake (assuming you need to do 
one), you can choose which method to apply depending on 
the stock and your circumstances. The different ways of valuing 
stock can produce different results. Most businesses choose to 
value trading stock at cost – but you have the option of valuing 
your stock at cost, market selling price, or replacement value.

For example, if you have stock that is about to become obsolete, 
valuing it at cost price for tax purposes is not going to help you. 
In this situation you might be better off to value the stock at 
market selling price, particularly if it is a large quantity. The tax 
rules also allow you to use a value that is lower than cost, market 
selling price or replacement value if this is warranted because of 
obsolescence or other special circumstances. Take the example 
of vitamins with a use by date that only has a month or two 
left on it. Leading up to and once the vitamins reach their use 
by date they are unsaleable. In this case, you would estimate 
how much of the stock you are likely to sell prior to the use by 
date and at what price. Using previous sales as a guide, if you 
only expect to sell 15% of the stock prior to the use by date, 
you would use the market value of this 15%. Other than when 
you sell your stock, your tax return gives you a once a year 
opportunity to adjust your stock values and realise any losses.

Another way businesses disadvantage themselves is not 
taking the Government concessions available to them. The 
R&D tax incentive and Export Market Development Grant are 
classic cases. In the case of R&D incentives, if you develop new 
technologies or products, you might be eligible for a 43.5% tax 
offset (if your business has a turnover under $20 million). The 
Export Market Development Grant reimburses up to 50% of 
eligible export promotion expenses above $5,000 provided that 
the total expenses are at least $15,000.

We have more information about other small business tax 
concessions and incentives on the next page.
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Small business tax concessions.

Contractor v Employee.

Businesses that satisfy a certain turnover threshold may qualify as a small business entity (SBE). 
The advantages of being a small business entity includes access to a range of tax concessions 
including lower tax rates, capital allowance concession, trading stock concession, as well as FBT 
and GST concessions. If your think your business is a small business entity or if you’re thinking of 
starting a small business entity, no matter what stage of the life cycle your business is in, we can 
help you maximise the tax concessions available to you. 

SMALL BUSINESS UNDER $10M TURNOVER
You may have heard all about the small business tax concessions, 
but do you know how you qualify for them and whether you’re 
making the most of the tax concessions available to you? 
Generally, your business would qualify as a “small business 
entity” if you have, or likely to have an aggregated turnover of 
less than $10 million in the current income year. It may also apply 
if you’ve had an aggregated turnover in the previous income 
year of less than $10 million. 

If your business qualifies as a small business entity then you may 
be able to access a range of tax concessions including lower tax 
rates, capital allowance concession, trading stock concession, as 
well as FBT and GST concessions. 

LOWER TAX RATES
The tax rate for small businesses is generally 27.5% rather than 
the 30% rate for other businesses. If your business is a non-
corporate small business entity then instead of the lower tax rate 
you will be entitled to a tax discount in the form of a tax offset. 

CAPITAL ALLOWANCE CONCESSION
Small business entities will be allowed an immediate deduction 
for depreciating assets costing less than $20,000 in relation to 
assets first acquired on or after 12 May 2015 and first used, or 
installed ready for use before 1 July 2019. If you acquired the 
asset outside of this specified period, the immediate deduction 
limit is $1,000. 

A deduction is only allowed for the “taxable purpose portion” 
of the value of the depreciating asset. For example, if you buy a 
car for your small business that costs $15,000 and you use it 90% 
of the time for the business and 10% of the time for personal 
purposes then you will only be able to claim an outright 
deduction for $13,500.

TRADING STOCK CONCESSION
Businesses are generally required to account for changes in 
the value of trading stock for the income year as the difference 
between the opening value of trading stock on hand and the 
value of trading stock at the end of the year. 

However, small business entities may choose not to account for 
changes in the value of trading stock if the opening value and a 
reasonable estimate of the GST-exclusive value of trading stock 
on hand at the end of the year does not exceed $5,000. 

FBT AND GST CONCESSIONS
Car parking benefits provided by small business entities on 
its own premises (ie. not a commercial car park) is an exempt 
parking benefit for the purposes of FBT. This means that the 
car parking benefit provided to employees by small business 
entities may not have to be included in the calculation of any 
taxable fringe benefits amounts. 

Small business entities may also choose to account for GST 
on a cash basis. It means you can account for GST on the BAS 
that covers the period in which you receive or make payments 
for your sales or purchases. The advantage is that the money 
flowing through your business is better aligned with your BAS 
liabilities and hence better for your overall cash flow. 

TAKING ADVANTAGE OF THESE CONCESSIONS 
If you think your business qualifies as a small business entity and 
you’d like to take advantage of the tax concessions offered, we 
can help. If you’re starting up a small business, we can help you 
get an immediate deduction for certain start-up expenses. 

Alternatively, if you’re thinking of retiring and selling your small 
business, we can help you maximise the CGT small business 
concessions to reduce your tax.

Contractor or employee: the distinction for business owners is critical.

An employee works in your business and receives superannuation, leave and 
other entitlements. A contractor effectively runs his or her own business, 
pays their own superannuation, withholds tax and typically doesn’t receive 
employee-like benefits from clients. Problems occur when companies confuse 
or misrepresent the employee v contractor status – something the ATO is taking 
a stronger stance on. 

A dodgy small business owner might falsely treat an employee as a contractor 
to avoid paying super, PAYG and other worker rights. Conversely, a big business 
might treat a contractor as an employee because they are short-staffed. 
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Super Guarantee: Payments Amnesty.

As outsourcing to consultants, contractors and freelancers  
expands, the penalty risks also increase for businesses that get 
their worker arrangements wrong – accidentally or intentionally.

Here’s a quick guide to the distinction between employee and 
contractor:

EMPLOYEE
 � Works in your business and is part of your business.
 � Tax must be withheld from wages, reported and paid to the ATO.
 � The employer must pay super on behalf of the worker (and  

 may have to pay super for individual contractors if the contract  
 is principally for labour).

 � The business must report and pay FBT if benefits are provided.

CONTRACTOR
 � Is often a company, partnership or trust; but can be a person.
 � Runs their own business and can delegate work to others.
 � Generally looks after their own income tax and super   

 obligations.
 � Is independent and can work for other businesses.

A key point in the debate is worker entitlements, especially 
Superannuation Guarantee (9.5%) contributions for bona-
fide employees. The Government is giving business owners 
the opportunity to rectify past Superannuation Guarantee 
underpayments – see our story above – a timely reminder 
for businesses to make sure they have their employee and 
contractor arrangements correctly in place.

Are you an employer that’s fallen a little behind on super guarantee (SG) payments for your 
employees? The Government has announced a one-off amnesty to run until 24 May 2019, to 
allow employers to self-correct historical underpayments of SG amounts without incurring the 
penalties that would normally apply. This is subject to the SG shortfall occurring between 1 July 
1992 and 30 March 2018 that have not previously been disclosed to the ATO. 
Do you run a business that’s maybe fallen a little behind on 
super guarantee (SG) payments for your employees? Perhaps 
you’ve had some cash flow issues in the past or forgot to make 
the payments one quarter. To help get you back on track, the 
Government has announced a one-off amnesty that will run 
until 24 May 2019, allowing employers to self-correct historical 
underpayments of SG amounts without incurring the penalties 
that would normally apply.

The amnesty applies to SG shortfalls as far back as 1 July 1992 
but will not apply to shortfalls for quarters starting from 1 April 
2018. Therefore, if your business inadvertently forgot to make 
SG payments for an employee 
during this period, you may 
be able to take advantage of 
the amnesty. To qualify for the 
amnesty, a disclosure must 
be made to the ATO in the 
approved form and must not 
have been previously disclosed. 

Employers who take advantage 
of this amnesty will still need to pay all SG shortfall amounts 
owing to their employees, including the nominal interest and GIC 
(but not the administrative component). However, any SG charge 
payments and offsetting contributions made during the amnesty 
will be tax deductible for the employer. 

According to the Government, those employers that do not take 
advantage of this amnesty will face higher penalties when they 
are subsequently caught. In general, a minimum 50% penalty 
on top of the SG charge that is already owed will be imposed. 
Additionally, a penalty of 200% of the SG shortfall amount may 
also apply for failing to lodge a SG statement on time. This is all 
on top of the SG charge payments and offsetting contributions 
not being deductible outside the amnesty period. 

As a part of the carrot and stick approach the Government is taking, 
during the amnesty, the ATO will continue its usual enforcement 
activity against employers with historical SG obligations that 
don’t own up voluntarily. In addition, it is also seeking to give ATO 
more tools to enforce compliance going forward including: 

 � giving the ATO the ability to seek court-ordered penalties 
in cases where employers defy directions to pay their super 
guarantee liabilities, including up to 12 months jail in the most 
egregious cases of non-payment;
 � requiring super funds to report contributions received at least 

monthly to the ATO which will enable the ATO to identify non-
compliance and take prompt 
action;
 � rollout of Single Touch Payroll 

(STP) to all employers by 1 July 
2019 which will align payroll 
functions with regular reporting 
of taxation and superannuation 
obligations; and
 � improving the effectiveness 

of the ATO’s recovery powers, including strengthening director 
penalty notices and use of security bonds for high-risk employers, 
to ensure that unpaid superannuation is better collected by the 
ATO and paid to employees’ super accounts.

ACCESSING THE SUPER GUARANTEE AMNESTY
The amnesty provides a good, if not limited opportunity for 
employers to get their superannuation obligations in order 
before the ATO ramps up its compliance action and enforcement 
actions. If you’re unsure about your SG compliance status, we can 
help you find out and apply for the amnesty if needed.

Note: The Superannuation Guarantee Amnesty is subject to the passing of 
legislation through Federal Parliament.
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Compound interest. The powerful force!
When saving for a long-term goal, such as retirement, is it better to save small amounts for a 
long time, perhaps saving when we can ill-afford to, or waiting until later in life and putting 
larger amounts aside when it is more affordable?
This question has plagued society for decades and I fully 
understand the dilemma it presents. So, let’s look at both sides 
of the debate and put some simple figures together.

At the outset, let’s set some ground rules in place:

 � The savings are non-concessional (ie. after-tax) contributions  
 made to a superannuation fund.

 � The rate of return earned is a net return (ie. after the   
 deduction of all fees, taxes, and charges).

 � All projections are expressed in 2018 dollars. However, there  
 will be inflation. This can be managed by increasing the   
 amounts saved in line with inflation.

OPTION 1 – SAVING $100 PER WEEK FOR 40 YEARS, 
EARNING 5% p.a.
We will start saving $100 per week, from age 25 through to age 
65. We earn a conservative 5% per annum of our savings.

According to the ASIC’s Moneysmart Calculator, we would 
accumulate a total of $661,275 over a 40-year period.

The actual savings contributed, amounts to $208,000 and the 
earnings component is more than double that at $453,275.

OPTION 2 – SAVING $200 PER WEEK FOR 20 YEARS, 
AT 5% p.a.
In this option, we save $200 per week, but don’t start until age 
45, also saving through to age 65, and earning 5% p.a.

In this instance, the amount saved will also be $208,000, 
however by starting later, the earnings are only $148,229, 
making a total of $356,229 after 20 years.

To achieve the same outcome as Option 1, we would need to 
save $371 per week from age 45 for 20 years.

But hypothetically, what if we earn 10% p.a. instead of earning 
5% p.a. After all, investing for 45 years, or even for 20 years, is 
long-term investing.

Between 1900 and 2017 the All Ordinaries Index of the Australian 
Stock Exchange returned an average of 13.2% p.a. The highest 
return of 66.8% was achieved in 1983, and the lowest return 
-40.4% was in 2008. In fact, over the 117-year period, 96 years 
returned a positive result and 22 years had a negative result.

But let’s return to the results.

OPTION 3 – SAVING $100 PER WEEK FOR 40 YEARS, 
EARNING 10% p.a.
The total amount saved is still $208,000, however, the total 
amount saved has jumped to a massive $2,740,434!

Sounds too good to be true, doesn’t it? Don’t worry, I ran the 
calculations a second time to check.

OPTION 4 – SAVING $200 PER WEEK FOR 20 YEARS, 
AT 10% p.a.
Sadly, the accumulated savings after 20 years, even at 10% per 
annum, is a rather paltry $658,120.

So, the jury is in…saving a smaller amount for a longer period 
certainly seems to win out. In the words of Albert Einstein 
‘Compound interest is the most powerful force in the universe’.

Article kindly supplied by Peter Kelly of Professional Investment Services Pty Ltd. 
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Clothing deductions hung out to dry.

Tax tutoring for free.

The information in this newsletter is general commentary only and should not be considered to be advice. You should not act solely on the basis of the material in this newsletter. Also changes 
in legislation may occur quickly. Therefore, we recommend that our formal advice be sought before acting in any of the areas. This newsletter is issued as a general guide for clients and others. 

Liability limited by a scheme approved under Professional Standards Legislation. Peak Partnership Pty Ltd ABN 24 064 723 550. 

07 3360 9888
17 Mt Gravatt-Capalaba Road

Upper Mt Gravatt Qld 4122

Learn more at www.peakpartnership.com.au

The Peak Partnership’s Tax Tutor guides for 2018-2019 are out 
now. There’s two handy guides – one that has all the key tax 
rates and dates for businesses and individuals, superannuation 
information, and car allowances; and one with details of 
domestic business travel and meal allowances. 

You can grab you Tax Tutor guides from our office or call us on 
07 3360 9888 to send you the brochures.

Alternatively, you can download a copy of each from our website 
at wwwpeakpartnership.com.au. Just go to Learn > More Free 
Stuff to download our guides.

The ATO is closely examining work-related clothing and 
laundry expense claims in 2017-2018 tax returns, stating 
that clothing claims are up 20% over the past five years.

“Around a quarter of all clothing and laundry claims were exactly 
$150, which is the threshold that requires taxpayers to keep 
detailed records. We are concerned that some taxpayers think 
they are entitled to claim $150 as a ‘standard deduction’ or a 

‘safe amount’, even if they don’t meet the clothing and laundry 
requirements,” Assistant Commissioner Kath Anderson said.

You can only claim a tax deduction for the cost of buying and 
cleaning:

 � Occupation-specific clothing – eg. a chef’s checked pants;
 � Protective clothing: fire-resistant and sun-protection clothing,  

 safety-coloured vests, non-slip shoes, steel-capped or rubber  
 boots, gloves, overalls, and heavy-duty shirts and trousers,  
 and overalls, smocks and aprons you wear to avoid damage  
 or soiling to your ordinary clothes during your income-earning  
 activities; and
 � Unique, distinctive or branded uniforms – clothes designed  

 and made for the employer and are not publicly available.

Just because your employer requires you to wear a suit doesn’t 
mean you can claim the cost of the suit or its cleaning. If you 
claim $150 on clothing and laundry expenses, just be aware that 
you might be asked to prove these expenses.

Framed. Will Pham
Will Pham is one of our Financial & Risk Insurance Advisors with The Peak Partnership 
Wealth Design Solutions team. A native Melbournian, Will joined The Peak team in 
September 2015 – so he’s about to celebrate his third anniversary with us.

Will is a qualified Financial Advisor, holding a Diploma in Financial Services (Financial 
Planning). He has worked in the financial sector since 2004, working with a number of 
leading financial groups in Melbourne and progressing to senior financial advisor level. 
Will is qualified to provide strategic advice across wealth creation, investment portfolio 
management, risk insurance, self-managed super and retirement planning. 

Outside the office, Will has his hands full with his young family – but he does try to stay 
active through sport and fitness to keep up with the kids, as well as cheering on his 
beloved North Melbourne Kangaroos in the AFL. 

Will also features in our latest video about the benefits of insuring your adult 
children against accident and injury or ill-health; as a means of protecting your own 
retirement savings and plans. Check it out on our YouTube Channel.


