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Framed | Erin Loadsman

People who know me are aware that I’m a 
keen rugby league follower. With the 2017 
season now over, it got me thinking about 
the planning and preparation that goes 
into winning a premiership campaign.

It’s the same with a financial campaign; 
whether it’s for your business, your own 
personal financial wellbeing, or both. As 
a practising accountant for more than 
40 years, I’ve learned that successful 
people assemble a good team (including 
professional support staff), set goals and 
then plan a strategy, tactics and actions to 
achieve those outcomes.

The clients I’ve worked with, and I’d say 
are successful, have all followed that same 
philosophy. It’s very satisfying that Peak 
has been part of that success team, but 
more importantly our clients had the 
vision, discipline and commitment to see 
out their financial premiership goals.

Generational succession.
Who’ll take over the family business? 

Handing your business across to your kids or family sounds simple 
enough. But many families end up in dispute right at the point when 
the parents, business, and children are most vulnerable.

To avoid misunderstandings and 
disputes, it’s important that generational 
succession is managed as closely and 
diligently as if you were selling your 
business to a stranger. You need to make 
sure that everyone understands what 
the transition will mean and everyone is 
aware of their role and responsibilities. 

If you are looking to hand your business 
to your children or relatives, there are 
some key issues for you to think about.

CAPABILITY AND WILLINGNESS: 
Do your kids want the business? 
There needs to be a realistic assessment 
about whether or not the business can 
continue successfully after the transition. 

In some cases, the exiting generation will 
pursue generational succession either 
as a means of keeping the business in 
the family, perpetuating their legacy, 
or to provide a stable business future 
for the next generation. All of these are 
reasonable objectives, but they only work 
where there is capability and willingness. 

The alternative scenario can also exist 
where generational succession is pursued 
by the younger generation – some 
sons and daughters see taking over the 
business as their birth right. In these cases 
the willingness will exist but this does not 
automatically translate to capability.

continued on page 2
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CAPABILITY AND WILLINGNESS 
Whatever the motivation for generational succession might be, 
the answer needs to be YES to all of the following:

1. Is the next generation willing and sufficiently committed to  
 take on the responsibility of the business?
2. Do they have the capability to operate and run the business?
3. Can the capital value of the business be maintained and   
 enhanced over time under their management?

CAPITAL TRANSFER DURING TRANSITION
How much capital do the current business owners (generally the 
parents exiting the business) need to take from business at the 
time of transition? The higher the level of capital needed, the 
greater the pressure on the business and the stakeholders.

In most cases, the incoming generation won’t have the capital 
to buy out the exiting owners. This will require the parents to 
maintain an investment in the business or for the business to 
take on additional debt. Both scenarios need to be assessed for 
sustainability, either at the business or shareholder level. 

The exiting generation will often want to maintain some 
equity investment, either as a means of retaining an interest 
in the business or staging their transition. Regardless, it’s 
critical to map out the capital transition both from a business 
and shareholder perspective. This needs to be documented 
and signed off from the business’s perspective and both 
generational groups. No generational transition should be 
undertaken without a clear and agreed capital program.

INCOME: REMUNERATION ON COMMERCIAL TERMS
In many SMEs, the owners arrange their remuneration 
from the business to meet their needs, rather than being 
reasonably compensated for the roles undertaken. This can 
result in the business either paying too much or too little. 
Under a generational succession, there should be increased 
formality around compensation to Directors and Shareholders. 
Compensation should be matched to roles and any performance 
incentives should be clearly structured.

The compensation for all executives should be agreed at a 
business level first. After that, all of the parties can assess the 
adequacy of the compensation to their needs and expectations.

OPERATING AND MANAGEMENT CONTROL
The next step is to look at transition of control. It’s essential to 
establish and agree in advance how operating and management 
control will be maintained and transferred. Uncertainty around 
decision-making can create confusion or a vacuum - either will 
adversely impact the business. Tensions easily arise because:

 � the incoming generation want freedom of decision-making  
 and the ability to put their imprint on the business.

 � without operating control they feel that they have   
 management in name only.

 � the exiting owners believe that their experience is necessary  
 to the business and entitles them to a continued say.

 � there is a perception that capital investment should equate to  
 ultimate operating control.

 � of uncertainty by either generation about their ongoing role.

The plan for operating and management control should be 
documented and signed off by all parties, with timelines for time 
driven succession or milestones for event-focussed transitions. 

TRANSITION TIMEFRAMES AND EXPECTATIONS
Generational succession is often a process rather than an event, 
achieved over an extended period of time. The extended 
timeframe for the transition requires active management to 
ensure that there are agreed expectations and to avoid the 
process being derailed through frustration.

The exiting generation may have identified that they want 
to scale down their business involvement and bring on other 
family members to succeed them, rather than withdraw 
completely. An extended transition period is not uncommon 
and can often assist the business in managing the change. This 
can also work well in managing income and capital withdrawal.

The critical issue is to identify and ensure that all parties have a 
common understanding and acceptance of the transition time 
period. This should be part of the documented succession plan.

GREATER FORMALITY AND MANAGEMENT STRUCTURE
Generational succession often requires a greater level of 
formality in the management and decision-making process. 
This formality should achieve a separation of function between 
Management, the Board of the company, and Shareholders.

Often in a small business these roles merge and there are no 
clear dividing lines. Roles, responsibilities, authority levels and 
clear key performance indicators for management should be 
agreed and documented. 

A more formal Board of Directors may be required. The process 
may also be assisted by the inclusion of non-related, non-
executive Directors; who can provide balance between the two 
generational groups. Where there is a functioning Board, they 
should meet on a regular basis and direct management in the 
strategic direction of the company.

MANAGING AND MAINTAINING FAMILY RELATIONSHIPS
A key component of generational succession is the ability of 
the parties involved to separate business issues from family 
relationships. This can be problematic and requires significant 
discipline by the participants. Leadership needs to be provided 
by the exiting generation.

Business tensions and differences in view about the direction 
of the business, plus certain management decisions, can 
put pressure on normal family relationships. The roles of 
grandparents and parents need to be kept separate as much 
as possible from the roles of fellow Directors and Shareholders. 
While these aren’t business issues, they are significant to 
generational succession. Ultimately, any breakdown in family 
relationships will have some impact on the business.

Generational 
succession.

Taking care of business?
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GST on imports. 
New rules from 2018.

If you own a SMSF. 
A new reporting regime.
WHAT YOU NEED TO TELL THE TAX OFFICE
The 1 July 2017 superannuation reforms introduced a new 
reporting regime for self-managed super funds (SMSF). 

Funds now need to advise the Australian Tax Office of key 
events within the fund that impact on retirement income 
streams (pensions). These events include:

 � when you start a pension;
 � when you stop a pension or take a lump sum; and 
 � when the fund accepts a structured settlement contribution,  

 such as personal injury compensation.

Superannuation funds are also required to report the value of 
existing superannuation income streams at 30 June 2017.

While reporting of these events to the ATO does not formally 
start until 1 July 2018 for SMSFs, event based reporting still 
needs to be completed if these events occur from 1 July 2017 
– that is, you have a reprieve from the compliance but not the 
actual reporting. 

If we are managing your SMSF’s accounting and compliance, 
we will track most of these events for you electronically where 
you have enabled us to access feeds from your SMSF’s bank 
accounts. If we see any transactions that might meet the 
reporting criteria, we’ll contact you to confirm the nature of 
these events.

Where electronic transaction feeds are not available – if your 
financial institution does not support them or where you have 
opted not to enable the feeds, you will need to advise our 
Superannuation Administration team of these events at the 
time they occur.

In addition to the new events-based reporting regime, SMSFs 
are also obliged to report any of the following changes to the 
Australian Tax Office within 28 days.

 � Fund name;
 � Fund address;
 � Contact person for the fund;
 � Fund membership;
 � Fund trustees; and
 � the Directors of the Fund’s corporate trustee.

GST ON CONSUMER GOODS UNDER $1,000
Federal Parliament recently passed legislation that will see 
GST applied to all consumer imports regardless of their value. 
Currently, imports below $1,000 are excluded from GST. 

The perceived preferential treatment of internet shopping 
has been a contentious issue for a while with the retail sector 
lobbying hard to ensure that where a business is benefiting 
from sales to Australian consumers, the purchase is taxed in the 
same way as local retailers. 

While the start date of the change has been delayed to 1 July 
2018, businesses importing goods into Australia will need to 
check whether supply chains are affected and determine which 
entity is actually liable for the GST. Australian businesses that 
purchase low value goods from overseas should also check 
to make sure that overseas suppliers are not imposing GST on 
supplies of these goods unnecessarily.

The new rules are intended to apply to situations that are not 
captured by the existing GST importation rules because the 
goods are worth $1,000 or less. The rules are designed to only 
apply when goods are delivered to Australian consumers who 
are either not registered for GST in Australia or where the 
goods do not relate to an enterprise or business being carried 
on in Australia. If your business imports goods into Australia 
and is registered for GST, the tax should not apply to low value 
goods you import.

GST applies where the supply is to an Australia consumer – it 
doesn’t matter who makes the purchase. So, you could have 
the scenario where GST applies to a gift purchased for you by 
an overseas relative if the gift is shipped directly to you.  

Where goods are purchased through electronic platform 
providers, such as Amazon, eBay or Alibaba, responsibility 
for collecting the GST will rest with the platform provider as 
they manage the customer billing on behalf of the supplier. 
However, it will be more difficult for the Government to force 
foreign companies to comply with the new rules leading to 
concerns about the costs of the administration required to 
enforce GST on low value goods. 

For overseas suppliers, if the value of goods sold into Australia 
is greater than $75,000 per annum, the entity is required to 
register for GST. However simplified options are available for 
those that only export to Australia and have no need to claim 
tax credits in Australia.
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Super ideas. 
For first home savers and downsizers.

The Government seems to think so. In late July, details of the housing initiatives announced in 
the Federal Budget were released for consultation. We explore what’s potentially on offer.

SUPER CONCESSIONS FOR DOWNSIZERS
If you are over 65, have held your home for 10 years or more and 
you’re looking to sell, then from 1 July 2018 you might be able 
to contribute some of the proceeds of the sale of your home to 
superannuation. 

The benefit is that you can contribute a lump sum of up 
to $300,000 per person to superannuation without being 
restricted by the existing non-concessional contribution caps 
(currently $100,000 subject to your total super balance - or age 
restrictions). The $1.6 million transfer balance cap will continue 
to apply so your pension interests cannot exceed this amount. 
The Age Pension means test will also continue to apply.

This measure is a way of building your superannuation quickly 
and taking advantage of super’s concessional tax rates. However, 
if you are considering using this initiative, it will be important to 
get advice to ensure that you are eligible and the contribution 
does not adversely affect your overall financial position.

This downsizer initiative applies to the sale of any dwelling in 
Australia – other than a caravan, houseboat or mobile home – 
that you or your spouse have held continuously for at least 10 
years. The dwelling had to have been your main residence for at 
least part of that time. As long as you qualify for at least a partial 
Main Residence CGT Exemption (or you would qualify for the 
exemption if a capital gain arose) you may be able to access the 
downsizer concession. This means that you don’t actually need 
to have lived in the property for the 10-year period being tested. 

The rules also take into account changes of ownership between 
two spouses over the 10-year period prior to the sale – eg. where 
a spouse who owned the property has died and their interest 
is inherited by their surviving spouse. The surviving spouse 
can count the ownership period of their deceased spouse in 
determining whether the 10-year ownership period test is 
satisfied. This rule could also assist in situations where assets 
have been transferred as a result of a relationship breakdown.

In general, the maximum downsizer contribution is $300,000 per 
contributor (or $600,000 for a couple) but must only come from 
the proceeds of the sale. The contribution/s need to be made 
within 90 days after your home changes ownership (generally 
the date of settlement) but you can apply to the ATO to extend 
this period. The initiative only applies once – you cannot use it 
again for future properties.

USING SUPER TO SAVE FOR YOUR FIRST HOME
From 1 July 2018, the first home savers scheme will enable first-
home buyers to save for a deposit inside their superannuation 
account, attracting the tax incentives and some of the earnings 
benefits of superannuation.   

Home savers can make voluntary concessional contributions (for 
example by salary sacrificing) or non-concessional contributions 
(voluntary after-tax contributions) of $15,000 a year within 
existing caps, up to a total of $30,000.  

When you’re ready to buy a house, you can withdraw those 
contributions along with any deemed earnings in order to help 
fund a deposit on your first home. To extract the money from 
super, home savers apply to the ATO for a first home super saver 
determination. The ATO then determines the maximum amount 
that can be released from the super fund. When the amount is 
released from super, it is taxed at your marginal tax rate less a 
30% offset.

For example, if you earn $70,000 a year and make salary sacrifice 
contributions of $10,000 per year, after three years of saving, 
approximately $25,892 will be available for a deposit under the 
First Home Super Saver Scheme - $6,210 more than if the saving 
had occurred in a standard deposit account. You can get an 
idea of the impact of the scheme on you by using the online 
estimator at http://budget.gov.au/estimator/

If you don’t ultimately enter into a contract to purchase or 
construct a home within 12 months of withdrawing the deposit 
from superannuation, you can recontribute the amount to 
super, or pay an additional tax to unwind the concessional tax 
treatment that applied on the release of the money.  

To access the scheme, home savers must be 18 years of age or 
older, and cannot have held taxable Australian real property 
(this includes residential, investment, and commercial property 
assets). Home savers also need to move into the property as 
soon as practicable and occupy it for at least six of the first 
12 months that it is practicable to do so. Like the downsizer 
initiative, the first home saver scheme can only be used once.

 While the capacity to voluntarily contribute to the first home 
savers scheme started on 1 July 2017 (with withdrawals 
available form 1 July 2018), it’s best to wait until the legislation is 
confirmed by Parliament in case anything changes.

Does superannuation offer an avenue 
to help downsizers and first home savers?



Sold: for three quarters of a million bucks.
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Every so often the Australian Tax Office sends a warning message about their focus on tax non-compliance.  
Part of the reason for this public outing is the gap between the amount of tax collected and the amount they  
think should be collected – a gap of over 6% according to the Tax Commissioner. Here’s a quick summary of the ATO’s hit list:

INDIVIDUALS
 � Unusually high claims for work-related expenses relative to  

 others across comparable industries and occupations; 
 � Excessive rental property expenses; 
 � Non-commercial rental income received for holiday homes; 
 � Interest deductions claimed for the private proportion of   

 loans; and 
 � People registered for GST but not carrying on a business.

SMALL BUSINESS
 � Those deliberately hiding income or avoiding their obligations  

 by failing to register, keep records and/or lodge accurately; 
 � Businesses that report outside of the small business   

 benchmarks for their industry; 
 � Employers not deducting and/or not sending PAYG   

 withholding amounts from employee wages; 
 � Employers not meeting their super guarantee obligations; 

 � Businesses registered for GST but not carrying on a business; 
 � Failure to lodge activity statements; and 
 � Incorrect and under-reporting of sales.

PRIVATE GROUPS
 � Tax or economic performance not comparable to similar   

 businesses; 
 � A lack of transparency in tax affairs; 
 � Large, one-off or unusual transactions, including transfer or  

 shifting of wealth; 
 � A history of aggressive tax planning; 
 � Choosing not to comply or regularly taking controversial   

 interpretations of the law; 
 � Lifestyles not supported by after-tax income; 
 � Treating private assets as business assets; and 
 � Poor governance and risk-management systems.

Every vendor selling a property needs to prove that they are a 
resident of Australia for tax purposes unless they are happy for 
the purchaser to withhold a 12.5% withholding tax. From 1 July 
2017, everyone selling a property with a sale value of $750,000 or 
more is affected.

To prove you are a resident, you can apply online to the ATO for a 
clearance certificate, which will remain valid for 12 months.

While these tax rules have been in effect since 1 July 2016, from 
1 July 2017 the threshold for properties reduced from $2 million 
to $750,000 and the withholding tax level increased from 10% to 
12.5%.

The intent of the foreign resident CGT withholding rules is to 
ensure that tax is collected on the sale of taxable Australian 
property by foreign residents. But, the mechanism for collecting 
the tax affects everyone regardless of their residency status. 

Properties under $750,000 are excluded from the rules. This 
exclusion can apply to residential dwellings, commercial premises, 
vacant land, strata title units, easements and leasehold interests 
as long as they have a market value of less than $750,000. If the 
parties are dealing at arm’s-length, the actual purchase price 
is assumed to be the market value unless the purchase price is 
artificially contrived. 

If required, the ATO has the power to vary the amount that is 
payable under these rules, including varying the amounts to nil. 

Either a vendor or purchaser may apply to the Tax Commissioner to 
vary the amount to be paid to the ATO. This might be appropriate 
in cases where: 

 � the foreign resident will not make a capital gain as a result of  
 the transaction (eg. they will make a capital loss on the sale of  
 the asset);

 � the foreign resident will not have a tax liability for that income  
 year (eg. where they have carried forward capital losses or tax  
 losses etc.); or

 � there are multiple vendors, but they are not all foreign   
 residents. 

If the ATO agrees to vary the amount, it is only effective if it is 
provided to the purchaser.

The withholding rules are only intended to apply when one or 
more of the vendors is a non-resident. However, the rules are 
more complicated than this and the way they apply depends 
on whether the asset being purchased is taxable Australian real 
property or a company title interest relating to real property in 
Australia.

Please contact your advisor at The Peak Partnership if you need 
assistance navigating the foreign resident CGT withholding rules 
or you’re uncertain about how the rules are likely to apply to a 
transaction you have coming up.

Selling a property valued at $750,000 or more? You need to know.

The ATO’s latest hit list.
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Framed. Erin Loadsman.
Erin only joined The Peak team in January this year, but in that short time she has 
made a great impression. 

Erin has been working in the accounting profession for the past six years and she is a 
qualified Chartered Accountant, completing her CA studies in 2015. She also holds a 
Bachelor of Commerce – Erin graduated from Griffith Uni in 2010, majoring in Accounting 
and minoring in International Tourism & Hotel Management (just to be full of surprises).

Before Erin came to The Peak, she began her career as a graduate accountant with a city-
based firm. When one of her directors established a new firm on the southside, Erin made 
the move and progressed to Senior Accountant. Her next steps brought her to The Peak 
(for which we are thankful), where she says the friendly work environment, lots of training 
support and opportunities for growth have been a real attraction. 

Away from work, Erin says she loves to play netball, going to the beach, and cake decorating 
with her sister. They even run a small business called EJ’s Delights...morning tea time, Erin!

In our Winter edition of The Pinnacle, we shared the tragic story of Dave – a much-loved adult son who passed away suddenly – leaving 
his parents in emotional and financial disarray. In this issue, we look at a similar story of passing – this time with the full preparation 
of an Estate Plan to ease the burden of grief. 

Simon and Eve had been happily married for 42 years. Both were 
aged 61 and childhood sweethearts. Eve was a retired nurse and 
Simon, a truck driver, was only coerced into retirement at the 
behest of his three granddaughters, all aged under seven. 

Simon was always happy and smiling and let ‘the womenfolk’ 
take care of the financial matters …”I’m not a paperwork person. 
Eve looks after me just fine…”

At the age of 61, Eve was diagnosed with stage IV metastatic 
lung cancer and survived for nine months. In that time 
she worked with me to prepare a detailed record of all the 
Information That Matters so their daughters would be able to 
look after Simon. We prepared a Crisis Management Plan for the 
family to follow so that they knew who to talk to, what questions 
to ask, what was important and what could wait.

All the bills were arranged as direct debits from 
a specific account and all bank accounts were 
transferred to joint ownership so that when 
Eve passed, the bank accounts would transfer 
automatically to Simon without the need for 
solicitors involvement (simple presentation of 
the death certificate is all that is required).

Simon had new Power of Attorney and 
Power of Guardianship documents 
prepared so his daughters could look 
after him and his affairs if necessary. 

Binding death benefit nominations (BDBN) were put in place on 
Eve’s superannuation to ensure rapid payment of the money to 
Simon and plenty of money was held in the bank accounts so 
that Simon wouldn’t run short of money.

A family meeting was held with Simon, Eve and their daughters 
so that everything was understood and everybody knew 
what documentation and roles were in place and who the key 
advisors were. Eve passed away gently a few months later and 
the family coped well with her passing.

Managing Eve’s estate was quite simple, requiring only the 
transfer of the car and house title from joint names to Simon’s 
name. This was done quickly and without significant expense. 
Probate wasn’t required as all property and bank accounts were 
in joint names and BDBN were in place on Eve’s super.

Simon simply had to sign some property transfer documents 
and reinvest the proceeds of Eve’s super. The paperwork took 

just 15 minutes to complete. The family mourned the 
loss of Eve gracefully and in their own time, without 
the constant reminder of complicated paperwork 
that would have taken months to resolve.

If you want to know more about what’;s involved 
to create an Estate Plan, Will and Crisis Management 

Plan, contact Brad Roberts (Director) at The 
Peak Partnership on 07 3360 9888 or at 

bradr@peakpartnership.com.au.

A beautiful gift from a woman of substance.

This article was kindly supplied by Gil Gordon at Estate Planning for Life. www.estateplanningforlife.com.au


