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As we approach the end of the decade, 
it’s possible some of us will celebrate a 
little more “intensely” than other years.

I’m not talking about those interpersonal 
relationships or that one cocktail too 
many at the office Christmas party, but 
the possible Fringe Benefits Tax (FBT) 
implications around your Christmas 
business spending on customer and staff 
functions, bonuses and gifts.

FBT rules around business expenditure 
in relation to staff, their associates (eg. 
family) and customers can be confusing – 
and getting it wrong could leave you with 
a New Year headache of a different kind.

Read our article inside to understand 
more about FBT and your Christmas 
entertainment spending. Most of all, 
make sure you enjoy your 2019 Christmas 
work celebrations safely with a smile!

Health insurance and your tax.
If you don’t hold private hospital cover – or you’re thinking 
about dropping it – make sure you understand the financial 
consequences. You could be hit with an extra tax surcharge of 
up to 1.5% or cost yourself extra premiums in future.

Levies, surcharges and loadings – the 
terminology around health insurance 
and tax can be bewildering! But if you 
don’t hold private hospital cover, or you’re 
considering cancelling in favour of the 
public system, you need to understand 
how this may affect your tax.

MEDICARE LEVY SURCHARGE
The Medicare Levy Surcharge (MLS) is 
a tax penalty you must pay if you earn 
above a certain amount and don’t take 
out a sufficient level of private hospital 
cover for you and all of your dependants.
It’s designed to give you a financial 
incentive to insure privately. 

The Medicare Levy Surcharge is applied 
by the Australian Tax Office at tax time 
and is included in your assessment.

If you’re a very high income earner, 
holding private hospital cover to avoid 
the Medicare Levy Surcharge makes tax 
sense.

If your income is lower, but still above 
the relevant singles or families threshold 
(outlined on page 2), you may want to 
shop around more carefully for a policy 
and excess that suits your budget. 

Bear in mind that it’s hospital cover that’s 
required to avoid the Medicare Levy 
Surcharge, not extras (so “extras only” 
policies are not sufficient). 

Of course, you also need to factor in the 
other non-tax benefits of holding private 
health insurance.

…continued on page 2
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More than 64,000 people 
dropped out of private 

health insurance in 2018, 
APRA figures show.

HOW MUCH EXTRA TAX DOES THE  
MEDICARE LEVY SURCHARGE ADD UP TO FOR YOU? 
It depends on your income. Your income for these purposes 
is not just your taxable income – it also includes things 
like reportable fringe benefits, extra salary sacrifice super 
contributions you make (or personal super contributions) and 
total net investment losses.

INCOME FOR MEDICARE LEVY SURCHARGE PURPOSES

SINGLES FAMILIES* RATE OF MLS

$90,000 or less $180,000 or less Nil

$90,001 – $105,000 $180,001 – $210,000 1.00%

$105,001 – $140,000 $210,001 – $280,000 1.25%

$140,001 or more $280,001 or more 1.50%

*If you have two or more dependent children, the families 
thresholds above increase by $1,500 for the second and 
subsequent children.

Note that the Medicare Levy Surcharge is separate to the 
MEDICARE LEVY, a 2% levy on your taxable income that most 
Australians must pay – regardless of whether they have private 
health cover or not. So, if you have an MLS liability, you’ll pay this 
in addition to the Medicare Levy.

LIFETIME HEALTH COVER LOADING AND THE REBATE
Lifetime Health Cover (LHC) loading encourages Australians to 
maintain private health cover from an early age. 

If you don’t take out private hospital cover by the year you 
turn 31, you’ll be penalised with LHC loading if and when you 
eventually take out cover in future. You’ll pay an extra 2% of 
your premium for every year that you’re aged over 30, and this is 
charged annually until you’ve had 10 years of continuous cover.

For example, if you first take out private cover at age 45, you’ll 
pay annual loading of 30% (ie. 2% x 15) for 10 years. It’s also 
important to note that the maximum loading rate is 70%.)

Lifetime Health Cover loading isn’t a tax, but it can affect your 
tax return. This is because any LHC loading portion of your 
premium doesn’t attract the private health insurance rebate. 

The rebate is available to singles with income for MLS purposes 
of $140,000 or less and families with income of $280,000 or less. 
The percentage of rebate available ranges from approximately 
8% to 25% of your premiums, depending on your exact income 
level. You can receive your rebate as either reduced premiums 
from your insurer or a refundable tax offset from the ATO at tax 
time.

So, if you’re over 30 and don’t have private hospital cover, it’s 
time to consider how much each year that you remain uninsured 
may end up costing you in future premiums.

NEED MORE HELP?
Talk to us if you have any questions about private health cover. 
We can help you calculate how much you’ll get back in rebate  
or how much your uninsured status may be costing you.
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YOU might have seen the recent spate of media freedom advertisements as part of the “Your Right to Know” 
campaign. The prime-time advertising states that the Australian Tax Office (ATO) can take money from your 
account without you knowing. The question is, do you really know what powers the ATO have?

The ATO is one of the most powerful institutions in Australia with 
very broad and encompassing powers. Over the past few years, 
the approach has been to work with taxpayers to ensure that the 
tax they owe is paid. 

But this level of understanding only lasts so long and the 
ATO will take action where taxpayers are unwilling to work 
with them, repeatedly default on an agreed payment plan, or 
don’t take steps to resolve the situation (these steps include 
an expectation that you go into debt to clear your tax debt). 
And, there are also circumstances where the ATO can swoop in 
where they believe there is a need to secure assets such as bank 
accounts if there is a risk of disposal or flight risk.

The ATO’s principal purpose is to collect the majority of the 
Federal Government’s revenue. According to an Inspector-
General of Taxation’s report earlier this year, in 2016-2017:

 � 88% of tax payments owing were made by the due date;

 � 7% ($33.4b) was paid within 90 days after the due date;

 � 1.3% ($6.1b) was paid within a year after the due date; and

 � $15 billion was left unpaid after a year.

At the end of the 2016-2017 year, the total of undisputed 
collectable tax debt was $20.9 billion.

Here are just a few of the ATO’s powers to ensure that tax owing 
is collected:

 � Issue a garnishee notice to someone holding money on your  
 behalf – for example a bank. For salary and wage earners, the  
 ATO can require your employer to take part of your salary and  
 pay it to them until your tax debt is paid. This is generally   
 limited to a maximum of 30% of your salary. If you are a   
 business, the ATO can go as far as accessing your merchant  
 facility if you have credit owing.

 � Director Penalty Notice – Directors can personally incur   
 penalties equal to their company’s unpaid PAYG withholding  
 liabilities or Super Guarantee charge. The Government wants  
 to expand this to cover unpaid GST liabilities as well. If this   
 debt is not paid, the ATO may issue a Director Penalty Notice  
 to start legal proceedings (and withhold any refunds due to  
 the director).

 � Direction to pay Super Guarantee – if employers receive a   
 direction to pay Superannuation Guarantee, any outstanding  
 Superannuation Guarantee Charge must be paid within the  
 period specified. It’s a criminal offence not to comply with this  
 notice and may result in enforced penalties or, in extreme   
 cases, imprisonment. 

 � Impose a freezing order – for example, on your bank accounts.  
 That is, without notice the ATO can freeze and then if required  
 strip your accounts, particularly where they believe you have  
 alternative sources of income. This freezing order cannot be  
 initiated by the ATO but must be granted by a court.

 � Issue writs or warrants of execution, or warrants of seizure and  
 sale – eg. they can force you to sell certain assets to pay your  
 tax debts.

 � Winding up – liquidate your company or bankrupt you. Most  
 taxpayers don’t believe how strongly the ATO will act. The   
 ATO can commence winding up procedures before any   
 dispute is decided. In 2017-2018 the ATO bankrupted 470   
 taxpayers and wound up 282 entities. The ATO would   
 argue that in many cases the wind-up forces the inevitable  
 and prevents further debt being incurred.

The message is to make sure you are on top of your paperwork. 
If the ATO has queries or suspects something is not right, you 
need to be able to respond. The longer you take, or a lack of 
evidence, will only escalate the situation.

So, can the ATO take money out of your account without 
advising you first? With the support of the courts, absolutely and 
a whole lot more. Please contact your Peak Adviser if you are 
contacted by the ATO, as time is of the essence. 

Can the ATO take money out of your account? 
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Employee or contractor. 
What’s the difference?
HERE’S A CASE STUDY that will make many employer 
business owners take notice.

The courts recently ruled that a “sub-contractor” 
engaged by a property maintenance business was 
actually an employee over a 12-year period. This 
ultimately cost the business $27,272 (including 
interest) in Super Guarantee Charges - restitution  
to  the worker covering three years.

The unpleasant court case came about when the (former) 
worker complained to the ATO that he had not been paid 
Superannuation Guarantee contributions.

Even though there was no written agreement and he used his 
own tools and vehicle, the worker was paid a fixed hourly rate 
and given instructions each day of what jobs to do. The business 
owner claimed that the worker was engaged as an independent 
contractor because he (the worker) provided an ABN and was 
therefore responsible for his own tax, holiday pay, sick leave, 
workers’ compensation and superannuation.

Although the worker was often not supervised, the court 
found that the business owner effectively had full control of 
the worker’s daily activities, which were discussed in advance 
of each task. The worker did not provide quotes and was paid 
a flat hourly rate which did not vary depending upon the task. 
There was also no evidence of any capacity of the worker to 
delegate tasks – it was clearly a “master/servant” relationship; an 
important test in determining contractor or employee status. 

Right or wrong, the worker in this case was deemed to be 
an employee and the business owner left to pay significant 
compensation.

Getting this distinction wrong could compromise your business’s 
ability to meet tax and super obligations, and can mean your 
workers miss out on employee entitlements. Even more critical, if 
you mis-classify your workers, you could also also be caught out 
with penalties and charges.

There is not a single deciding factor to classify a worker as an 
employee or a contractor. You need to consider the whole 
working arrangement, including each worker’s:

 � ABILITY TO SUB-CONTRACT/DELEGATE: can the worker pay  
 someone else to do the work?

 � BASIS OF PAYMENT: is the worker paid based on an agreed  
 quote  they provided?

 � EQUIPMENT, TOOLS AND OTHER ASSETS: does the worker  
 provide their own tools and equipment needed to do the job?

 � UNIFORMS: is the worker seen to be acting for the employer’s  
 business not their own? 

 � COMMERCIAL RISKS: is the worker legally responsible for their  
 work and liable for fixing mistakes or defects?

 � CONTROL OVER THE WORK: does the worker decide how   
 to do the work, subject to specific terms in the contract or   
 agreement?

 � INDEPENDENCE: does the worker operate their own business  
 independently of your client’s business?

If you answer no to some or all of these questions about your 
workforce, you should seek further information and advice 
before hiring, or continuing to treat workers as contractors.

Another thing to remember - if your business is taking on an 
apprentice, trainee, labourer or trades assistant, those workers 
are always employees, never contractors.

Apprentices and trainees do a combination of work and 
recognised training to get a qualification, certificate or diploma. 
They can be full-time, part-time or school-based and usually 
have a formal training agreement with the business they work 
for, which is registered through a state or territory training 
authority or completed under a relevant law.

In most cases they are paid under an award and receive specific 
pay and conditions. The work arrangement for apprentices and 
trainees is employment. You must meet the same tax and super 
obligations as you do for any other employees of your business.

If you are unsure about the employment status of your workers, 
or you’re concerned you’ve accidentally classifying employees 
as contractors, the Australian Tax Office has a helpful Contractor 
Checklist at www.ato.gov.au.

If it’s still unclear to you, then our Advisers can help with advice 
and a review or implementation of formal employment or 
contractor agreements.

“When hiring workers for your 
business, do you understand the 
difference between contractors 

and employees for tax and 
superannuation purposes?”
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A SELF-MANAGED SUPERANNUATION FUND can be a great option for building retirement savings, but a 
SMSF might not be suitable for everyone. Before you jump in, make sure you understand the differences 
between SMSFs and other types of super funds. Here are a few issues to consider.

FUND MANAGEMENT
While public offer (eg. retail or industry) funds are managed by 
professional licensed trustees, the management responsibility 
for SMSFs lies with the members. 

Every SMSF member must be a trustee of the fund (or, if the 
trustee is a company, a director of that company). This is 
an advantage if you want full control over how your super 
is invested and managed, but it means the members are 
responsible for complying with all superannuation laws and 
regulations – and penalties can apply for non-compliance.

ADMINISTRATIVE COSTS
Fees charged by public offer funds vary, but they are generally 
charged as a percentage of the member’s account balance. 
Therefore, the higher your balance, the more in fees you can 
expect to pay.

SMSF costs tend to be more fixed. As well as establishment 
costs and an annual supervisory levy, SMSFs must hire 
an independent auditor annually. Most SMSFs also need 
professional accounting and investment advice, administration 
services and asset valuations. 

INVESTMENT FLEXIBILITY
A major benefit of SMSFs is that the member-trustees have full 
control over investment choices. 

This means you can invest in specific assets, including direct 
property, that wouldn’t be possible in a public offer fund. SMSFs 
can also take advantage of gearing strategies by borrowing to 
buy property or even shares through a special “limited recourse” 
borrowing arrangement. 

However, with control comes responsibility. SMSF trustees 
must create and regularly update an “investment strategy” that 
specifically addresses things like risk, liquidity and diversification.

FIND OUT MORE
 There are other important considerations for SMSFs, including 
decisions about insurance and arrangements for dealing with 
any disagreements between trustees. It’s important to ensure 
you have the whole picture and good advice before getting an 
SMSF started.

Our SMSF Specialist Advisers can take you through the pro’s and 
con’s if you’re thinking about starting your own SMSF in 2020.

Whether or not the party or the gift attracts FBT and a tax 
deduction depends on a number of factors including how much 
it cost, when and where the function is held, or the type of gift 
that is given. 

A party held on business premises on a normal work day is 
treated differently to an event outside of work. It’s also essential 
to keep good records and consider who is invited – is it just for 
employees, or are partners, clients or suppliers also invited? 

Christmas presents or gifts may also attract FBT, so employers 
should consider:

 � the value of the gift;
 � the type of gift (noting that gifts of wine or hampers are   

 treated differently to gifts like tickets to a movie or sporting  
 event); and

 � who the gift is given to.

There are different rules depending on whether gifts are given 
to employees and clients or suppliers.

FBT EXEMPT BENEFITS – MINOR BENEFITS
Minor fringe benefits with a taxable value (if subject to FBT) of 
less than $300 including GST are – with certain exceptions – 
exempt benefits under s58P of the Fringe Benefits Tax Assessment 
Act 1986. According to Ruling TR 2007/12, exempt minor benefits 
(which are valued at less than $300) are likely to include 
Christmas gifts and a Christmas party.

The Australian Tax Office’s FBT guide for employers says a 
single gift at Christmas time to each employee of, say, a bottle 
of alcohol or perfume would be an exempt benefit, where 
the value was less than the $300 threshold for exempt minor 
benefits. However, if the gift is provided at a Christmas party, 
the ATO says the gift needs to be considered separately to the 
Christmas party when considering the minor benefits threshold.

DOWNLOAD OUR FACT SHEET FOR MORE INFORMATION
Learn more about how to manage your tax and FBT liabilities by 
downloading our Fact Sheet at peakpartnership.com.au. Just 
go to the LEARN page and click on FINANCIAL FACT SHEETS.

Fringe Benefits Tax 
at Christmas time.
WITH CHRISTMAS APPROACHING, employers and 
business owners should think about the potential 
Fringe Benefits Tax (FBT) implications of providing 
office Christmas parties and gifts to employees, 
their associates (eg. family) and customers. 

Self-managed super. Right or wrong for you?
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IF YOU’VE VISITED or phoned The Peak Partnership office at some stage over the past 18 months, chances  
are you’ve been greeted by Carmen White – our front office Receptionist and Director of First Impressions.

In that relatively short time, our clients have really taken to Carmen’s enthusiastic personality – always 
willing to help with a smile and positive approach. She’s never one to shy away from a chat with clients  
to make them feel at home. 

Carmen has spent much of her career in a client-facing receptionist role – working with the  
Motorama Auto Group, Kaplan (the former Securities Institute of Australia), an accounting  
software company and at legal firm. Her only diversion was a stint as a teacher’s aid after  
10 years as a stay-at-home mum.

Away from the office, Carmen has a busy life with two teenage children (think school sport) but 
she tries to find time for paddle-boarding, live music – her partner Vaughan is a professional 
musician – and catching up with friends.
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17 Mt Gravatt-Capalaba Road

Upper Mt Gravatt Qld 4122

Learn more at www.peakpartnership.com.au

It’s a tradition at The Peak Partnership that we send our Christmas wishes to our clients and colleagues 
via email (watch out for this year’s Christmas Video Card) and make a donation to a worthy cause.

Once again, we’ve chosen Act for Kids as our Christmas charity 
partner.  If you haven’t heard, Act for Kids is a truly wonderful 
community organisation that champions the cause to prevent 
and treat all forms of abuse and neglect amongst children, from 
infants through to teens. 

Established in Brisbane in 1988, Act for Kids has grown to now 
have 26 contact centres in Queensland, NSW, Victoria and South 
Australia – with more than 400 staff working with those children 
and families impacted by abuse and neglect.

Sadly, child abuse and neglect is a problem that won’t go away, 
so the work of Act for Kids is absolutely vital for the wellbeing of 
these children, especially at this time of year.

At a time when we are all quite rightly focussing on mental 
health and the debilitating reach it can have throughout our 
community, it’s important to recognise that child abuse and 
neglect is as much a mental health issue as it is a physical issue.

Quite often, young people who suffer abuse or neglect 
experience delayed intellectual and emotional development, 

have learning difficulties and become socially withdrawn – 
which, if untreated, can lead to unimaginable mental health 
issues in later life.

Act for Kids has put together a beautifully simple campaign to 
shine a spotlight on child abuse this Christmas, inviting everyone 
to give or receive One Less Present and donate the value 
towards the treatment of these vulnerable kids. You can check 
out the campaign in full and donate at onelesspresent.com.au 

PEAK’S CHRISTMAS CLOSURE 
Like a lot of businesses, The Peak Partnership team will take a 
short break over the Christmas period to refresh and get ready 
for the new year (ooh…decade). 

Our office will close on Tuesday, 24 December and we’ll be back 
open for business as usual on Monday, 6 January 2020. So for 
now, we’d like to take this opportunity to wish you and those 
who are important to you a happy and safe festive season. 

Thank you for your support and we’ll see you in 2020.

We’re supporting the kids again this Christmas.


