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Error in ATO PAYG Withholding Calculator
in July 2018
During the period 1 July 2018 to 11 July 2018 there was an error in the formula on
the online ATO PAYG Withholding Calculator when calculating withhold amounts for:
	
Higher Education Loan Program (HELP)

	
S tudent Start Up Loan (SSL)

	
S tudent Financial Supplement Scheme (SFSS)

	
Trade Support Loan (TSL)

The error meant that a slightly higher amount was withheld than required. This should not
make a large difference over the whole financial year, however a variation can be made in
a subsequent payroll period if desired.

Cents per Kilometre Car Expenses
From 1 July 2018 there is new rate of 68 cents per kilometre for work or business
related use of a motor vehicle.
The cents per kilometre method allows an individual to claim up to 5,000 km per year without
having to provide any further substantiation of expenses. The taxpayer must be able to
provide a reasonable basis for calculating the number of work related kilometres travelled.
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Taxes & Drought Relief
Due to the severe drought in NSW
and Queensland the ATO are offering
assistance in a number of ways by
allowing drought affected businesses
longer time to pay taxes, payment
arrangements with interest free periods
and waiving some penalties.
If you are personally in receipt of emergency
drought assistance, these amounts are not
taxable income nor is the personal clothing
and food purchased tax deductible.
If your business is in receipt of drought
assistance, it must be included in assessable
taxable income, however usually no tax will
be incurred as the payments are spent on tax
deductible items such as feed for stock.

CHRIS
Coulton

Revenue NSW is also offering extended
payment terms for businesses required to
meet NSW tax obligations.
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GST on New Residential
Property Settlement
From 1 July 2018 the Australian Taxation
Office has changed the way they collect
GST on the sale of new residential property
or potential new residential property such
as sub-divided land. The purchaser is now
required to withhold an amount from the
seller and pay it directly to the ATO.
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The supplier is required to provide the
following information to the purchaser:
Name and ABN of the supplier
The amount you must pay to the ATO
	The date by which the payment must be
made to the ATO
	The GST inclusive market value of the
property
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The purchaser or their solicitor is then
required to lodge two forms online with the
ATO. Form One is GST property settlement
withholding notification to be completed
online when a contract is entered into. This
form once submitted will provide a payment
reference number for payment of the
withholding amount.
Form Two is GST property settlement
date confirmation and is lodged when the
payment becomes due.
The onus to make the withholding payment
is on the purchaser regardless of whether
the supplier complies with their notification
requirements.

NSW State Budget
The announcements in the June 2018
NSW State Budget were focussed on
spending priorities with minimal change
in the tax base due to falling revenues
from residential stamp duty.
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The only tax cut was an increase in the
payroll tax threshold. The first home buyer
concessions which commenced after the
2017 budget are all continuing for the next
financial year.

A few key changes of note:
Payroll Tax – The payroll tax threshold
will increase to $850,000 in the 20182019 year and then increase by $50,000
each year until a threshold of $1 million in
reached in 2021-2022.
Active Kids and Creative Kids Vouchers

– From 1 January 2019, the Active Kids
voucher scheme will be extended to include
a Creative Kids voucher that can be used for
performing arts, music, language or digital
coding lessons. The value of each voucher
is $100 and is available for eligible school
aged children.

Additional Preschool Funding – The NSW

government will phase in funding for 3 year
olds attending community based preschools
from1 January 2019 where previously there
was no subsidy.

NSW Baby Bundle – From 1January 2019
all new parents will receive a bundle of
essential items to assist households with
the arrival of a new baby.

NSW Payroll Tax
The NSW payroll tax threshold for the
2018 – 2019 financial year has increased
to $850,000 with an unchanged tax rate
of 5.45%.
The new annual threshold translates into
the following monthly thresholds.
Once grouped business wages exceed

Days in Month

Threshold

28 days

$65,205

30 days

$69,863

31 days

$72,192

the above monthly thresholds, a business
required to register for and pay NSW
payroll tax.

GIC & SIC Rates
The ATO has published general interest
charge (GIC) and shortfall interest charge
(SIC) rates for the first quarter of the
2018-19 income year.
The GIC annual rate for July – Sept 2018 is
8.96% and the SIC rate is 4.96%.
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Fuel Tax Credits
The next 6 monthly rate change for fuel tax credits due to indexation commenced on
1 August 2018.
The fuel tax credit rates are changing regularly so it very important to keep good records to
support your claim. For fuel used in heavy vehicles you are required to apply the applicable
rate on the date you acquired the fuel.

Use of Fuel

Type of Fuel

From 1
August 2018

Vehicle greater than 4.5
tonnes GVM travelling
on a public road

Petrol, diesel or
blended fuels
eg. E10

15.4 cents

15.1 cents

Specified off-road
activities

Petrol, diesel or
blended fuels

41.2 cents

40.9 cents

Petrol, diesel or
blended fuels
eg. E10

41.2 cents

40.9 cents

LPG

13.4 cents

13.3 cents

LNG or CNG

28.2 cents

28.0 cents

All other business uses
including power to
auxiliary equipment
of a heavy vehicle

From 5
February 2018
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CIB Feature Article Business Succession Planning,
Planning to maximise your exit
– BY Ronelle Wilson CA Partner
When it comes time to consider your
exit from your business, whether you are
heading towards retirement or to explore
your next business opportunity, the
earlier you start to get your business in its
best shape and plan how to transition to
a new owner, the better the exit outcome.
The transition from your business can be
a process that takes several years in order
to maximise the value, manage a workable
funding model, ensure the business remains
profitable through a proper transition of
the customers and staff and you minimise
your taxation obligations. Of course first of
all and most importantly you need to find a
buyer willing to pay the right price.

Initial considerations
It is important to consider your vision
both personally and for the business
during your exit phase. What are your
main objectives for the succession plan?
	Your intended involvement in a transition
for the benefit of new owners, customers
and staff
Personal retirement considerations,
	Managing the impact on the business in
the event of occurrences that disrupt your
involvement in the business, eg. ill health
	Selling to family members, or providing
opportunities for key staff to buy in

	Family considerations, including estate
planning and wealth transfer,
	Maximise the sale price for your efforts
over the years,
	Ensure your business name and
reputation endures,
	Analysis of the finance structure options,
including debt and vendor financing,
	Shareholder agreements,
	Tax-effective methods for ownership
transfer and structuring considerations.
It’s clear that the breadth of considerations
in a succession plan can be very wide.
Also, there are many key stakeholders in
the process – owners, family, employees,
customers and suppliers. The process of
engaging with the various stakeholders
may be difficult and lengthy. It is
critical that communication is open and
commenced well in advance of the planned
exit time-frame, particularly where family
is involved both within and outside of the
running of the business to ensure there are
no disputes.
Developing a well-considered documented
plan based on your vision and goals, and
those of the key stakeholders will greatly
assist in achieving the best outcome for all
upon your exit.
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Where is the value?
In order for an effective transition for
the new owners it is essential you take
a critical look at how the business is
performing today and where the value lies.
Is the value of your business contingent on
a certain, technology, patent or contract?
If you leave the business and the key
drivers are no longer there, what value are
you passing on? Likewise, if the core of
your business is based on knowledge, is
this documented? Is the business really
contingent on you or a few key employees
who hold the key knowledge and business
contacts? If so, you may realise the
business is worth less than you think.
The value of the business without your
continued input or a carefully implemented
transition plan to the new management,
may be well below expectations. Having
a current valuation and comparing this to
your expectations is one of the first steps in
the succession planning journey.
Identifying where the value of your
business is in its current state as opposed
to where you want or need it to be to
exit can help you to work through issues
holding down the value. The sooner you
focus on making your business more
valuable to others the better.
It is therefore a critical part of the process
to identify where the value of the business
really lies, and what needs to be in place
to ensure the value is preserved after your
exit. Without performing this analysis,
and communicating your understanding to
the new management, the transition can
be very difficult and may compromise its
success.

Maximising the business value
prior to sale
Included in your succession plan should
be consideration of the following matters
affecting the value of the business as you
approach the exit time-frame:
	Assessment of the current financial
position of the business, areas of risk
and the economic factors affecting the
industry
	Development of improved performance
initiatives and timelines that add value
	Make your business stand out and its
highlight unique or innovative offering,
	Review of the current management,
considering the strengths and
weaknesses
	Plan for recruitment or training to fill
skill shortages at the top level
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	Transfer any property to your SMSF or
personal entity to reduce the purchase
price
	Focus on how to make a seamless
transition for the new owner

Review of the structure
The structure of your business will affect
how easily you can transfer wealth and
the taxation outcomes on sale.
The ATO’s small business tax concessions
are available to eligible SME owners. These
concessions allow reductions in the amount
of assessable capital gains on disposal of
a business, company shares or units in a
trust if the eligibility requirements are met.
For example, the use of the ‘replacement
asset rollover’ allows you to defer the gain
on the sale of your business by buying
a replacement business asset. Another
example is the SBC retirement exemption
which may eliminate the tax on disposal
entirely in certain circumstances.
With recent changes to the application
ATO’s small business CGT concessions, it
is imperative that SME owners’ eligibility to
access these concessions is reviewed as part
of the taxation strategy on exit. Professional
advice should always be sought in this area to
help you minimise the tax on sale.

Funding a succession plan
If your succession plan involves
a proposed sale to family or key
employees, they may not have access to
sufficient funds to purchase the business
or obtain external finance. In that case
vendor finance or an employee share
plan may be the best option.
Some businesses may be able to fund their
succession plans out of their own earnings
via a vendor finance arrangement. If the
business does not have the cash reserves or
net earnings to afford the vendor finance, the
purchasers will need to source other funds
providers. Usually a deposit of at least 25%
is required so the purchasers take some
financial risk in the transaction.
A solid financing agreement is essential in
the case of vendor finance. The following
considerations should be made:
	At what point in the finance term does
control change – staged sell down or up
front?
	Will repayments be tied to the business
profits via dividends and/or earnout
arrangements?
	Will there be covenants on the business’
performance and balance sheet?
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	Involvement of the former owners during
the transition period in management,
including review of the financials,
customer contact and board presence
	Personal insurance for the purchaser to
fund the payout in the event of illness or
death
	Terms of the shareholder agreement
	Sunset clause

Retaining the key people
Critical to the success of the business after
sale is the retention of the key staff with
the knowledge and customer relationships
that are so important to the business.
A change in ownership almost always results
in a new dynamic in a business and there are
often employees and customers who become
disenchanted with a new culture.
Communication with the key people at
the appropriate stages of the succession
will greatly assist in engaging them in the
process and improve the rate of retention
after you have passed over the baton.

In conclusion
There are many factors to be considered in
your succession plan. The earlier you set
goals and commence conversations with
the key stakeholders and advisers, the
more certainty and control you will have
over the process and the most value you
will receive on the ultimate sale.

Great people that
know & understand
all levels of
business & finance
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CIB Finance Article Want a home loan? Be a model
spender for three months before you apply
– BY Frank Schiraldi
It’s important to understand the game
has changed when it comes to borrowing.
It’s changed for everyone from first home
buyers to investors refinancing fixed
interest loans or home owners swapping
banks for lower rates.
It used to be an easy process to move from
principal and interest to interest-only or vice
versa, or to change from a fixed rate to a
variable rate loan. However, the regulator
now expects banks and other lending
institutions to undertake a serviceability
assessment whenever there are material
changes to the current or originally approved
loan conditions.
While these serviceability assessments were
brought in months ago, mortgage brokers
are only now understanding the impact the
changes are having on clients. For anyone
looking to change their lending or enter a
new borrowing arrangement, it’s important
to understand what you need to do today to
ensure you’re in the best position to obtain
or change your arrangements.
One example is living expenses. Last year
it might have been perfectly adequate to
estimate income and expenses, for the
purposes of assessing an applicant’s
capacity to repay. The higher of the
household expenditure method (HEM) or
customer-declared living expenses was
accepted in serviceability assessment.
There are now 12 categories of living
expenses that borrowers must provide a
detailed response on.
A rough estimate of living expenses is not
acceptable.
Lenders are expected to be extra vigilant
when it comes to verifying borrower’s living
expenses. Expenses declared are being
verified with a mandatory three months of
the lender’s most recent bank transaction
account and credit card statements.
If there were items in the statements that
did not support declared living expenses,
borrowers would be questioned and would
need to provide justification.
An example was for a client who earns
about $90,000 a year. She is single, has no
dependants and lives in a three-bedroom
apartment in Sydney’s eastern suburbs.
The clients declared living expenses are not
marginal but the bank had been relentless
in validating her living expense declaration.
After providing three months’ worth of
bank and credit card statements, the

bank came back querying several items.
One was a $467 per month payment to a
course provider. The transaction was a final
payment of an evening course that was
completed in May 2018. We had to obtain
confirmation the course was paid in full,
even though the cost did not appear on bank
statements in later months. The client also
declared clothing expenses of $200 per
month, yet because a $500 debit from David
Jones appeared on her credit card, she had
to provide sufficient justification to prove
that it was a one-off transaction. Parking
and fitness taken out of her pay pre-tax
meant the clients employer was asked to
confirm these were discretionary expenses
that could be stopped if required.

If you know banks will be
looking at three months’ worth of
transactions, then start looking
at your spending now

frank
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Historically this loan would have been
approved within 48 hours but it took 10
days to get it approved.
Delays like this can be countered if
borrowers understand the regulations and
how they’re going to affect them when it
comes to applying or refinancing.
If you know banks will be looking at three
months’ worth of transactions, then start
looking at your spending and make conscious
choices about whether your purchases will
affect your ability to secure a loan. If they
will, then consider either deferring your
spending or choosing to go without. It will
make it so much easier to apply for the loan,
knowing you have a spending history that the
banks will be happy with rather than having
to justify individual purchases that don’t
match up with what you’re declaring as your
spending pattern.
Besides, if it forces you to evaluate your
spending and become a more mindful and
conscious spender then surely that’s a
benefit.
If you’re even considering a rate change,
a loan swap, comparing banks, buying an
investment property or purchasing your own
home it’s important to understand we’re in
new era of responsible lending.

We build successful
long-term
relationships
with our clients

Talk to us about your
business today
Contact
CIB Accountants & Advisers:
admin@cibaccountants.com.au
www.cibaccountants.com.au
+61 2 9683 5999

More than ever, it means working with us,
perhaps months beforehand, to understand
the changes and to ensure that not only
your income and assets, but your spending,
aligns with the criteria required for you to
obtain funding.
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CIB Private wealth Article
October 2018 Market update – BY Paul Israel
In this update we examine the strong rally in share prices during the
June quarter, and the health of the Australian economy. We focus on the
long term implications for global travel and tourism from the emerging
Asian middle class, and other key investment themes in the year ahead.

Quarterly Wrap
– Shares rally strongly

The RBA left the cash rate unchanged at
1.50% in July as expected.
	
The RBA repeated “Inflation is low and
is likely to remain so for some time”.

After numerous attempts to break through
the 6,000 level, a strong performance
during the June quarter finally saw the
ASX200 index close above that level.
Supported by a robust performance from
the previously challenged banks and
a continuing rally in mining stocks and
overseas earners, the Australian market
benefited from;

Paul
Israel

	
A weaker Australian Dollar
	
S olid economic numbers, supporting a
positive outlook for company earnings
	
T he successful passage of personal tax
cuts through the Senate

Australian Economy
– RBA Cash Rate on hold;
optimistic on growth
and employment
A dynamic ASSOCIATION of
experienced professionals

6%

The Australian economy grew by 3.1%
for the 12 months through to the end
of March. This is the equal fastest rate
of growth since 2011. The RBA remains
relatively bullish as “recent data on
the Australian economy continue to be
consistent with growth to average above
3 per cent in 2018 and 2019”.

	
T he RBA noted “the outlook for the
labour market remains positive” and
observed “the vacancy rate is high
and other forward-looking indicators
continue to point to solid growth in
employment”.

Housing Market
& Tax Cuts
The RBA remained comfortable with the
slowdown in the housing market, noting
that “housing prices are little changed
over the past 6 months”.
The RBA noted that “housing credit growth
has declined, with investor demand having
slowed noticeably. Lending standards are
tighter than they were a few years ago”.
The first stage of the Government’s
personal income tax cuts was implemented
on 1 July 2018. These cuts are being
delivered in an environment with improving
public finances and ongoing ramp-up in
infrastructure spending. This is a testament
to the solid cyclical recovery in the broader
economy.

CHART 1: Q1 GDP grew by 3.1% Year / Year
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CHART 2: Australian house prices – capital cities
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The rise in global
travel & tourism
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Other Key Investment
Themes for the Year
Ahead

The rise of Asian middle classes, has
been described as the most significant
and defining economic phenomenon of
our life time. As the world’s middle class
rises, and the price of airfares decrease,
millions more people travel every year.

Healthcare

In 2000, the world’s population was 6.1
billion. That same year, there were 1.8
billion air passenger trips (1/3). By 2036
it is estimated that the world’s population
will be close to 9 billion, with the number of
air passenger trips climbing to 7.8 billion.
That’s nearly 90% of the world’s population.
Australia continues to rank highly as
a favoured destination for the rapidly
growing Chinese tourism sector. Sydney
Airport is a major beneficiary. Larger
aircrafts with higher seat density, have
helped Sydney Airports to grow passengers
since 2000 by a huge 70%, while only
increasing aircraft movements by 14%.

Australia has several world class
businesses, including CSL, Resmed, and
Ramsay that have delivered superior
long term returns based on high earnings
growth.

Infrastructure
Current infrastructure spending boom
taking over from housing as a key driver.
Main exposures are Transurban, Adelaide
Brighton, Seven West and Goodman
Group (Amazon)

2014

2015

In summary, with the ASX 200 index
having broken out above the 6,000
level, and given the expected increase in
corporate earnings projected for 2019,
the preconditions appear supportive of
further share price gains.
Please do not hesitate to contact us if
you have any queries, or if you would like
to discuss your portfolio

Food
An expanding sector based on Australia’s
position as a high quality, secure provider
of food products to the rapidly growing
Asian middle class. Exposures include
Costa, and Tassel Group

We TREAT OUR
CLIENT’S BUSINESS AS if
IT were our business
8.9 Billion
people
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Several companies have successfully
expanded beyond the small domestic
market, and established successful
international businesses. These include
several of the names mentioned above,
and Aristocrat, and Amcor
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Overseas Earners

CHART 3: Rise of global travel and tourism
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UPCOMING KEY DATES & DEADLINES
21 September 2018

August Monthly Activity Statement due for lodgement and payment

30 September 2018

Lodge PAYG Withholding payment summary annual report and Annual TFN Withholding report

21 October 2018

September Monthly Activity Statement due for lodgement and payment

21 October 2018

Quarterly PAYG Instalments activity statement due for lodgement and payment for
head companies of a consolidated group

28 October 2018

Superannuation Guarantee Contributions due for payment for July – September 2018 quarter

28 October 2018

July – September 2018 Business Activity Statement due for paper lodgement and payment

31 October 2018

Due date for lodgement of 2018 income tax returns for taxpayers with one or more outstanding prior
year tax returns at 30 June 2018

21 November 2018

October 2018 Monthly Activity Statement due for lodgement and payment

25 November 2018

July – September 2018 Business Activity Statement due for electronic lodgement and payment

1 December 2018

2018 Income Tax Payment required for Large and Medium taxpayers
(lodgement due 15 January 2019)

1 December 2018

2018 Income Tax Payment due for head companies of a large or medium consolidated group
(lodgement due 15 January 2019)

1 December 2018

2018 Income Tax Payment due for companies and super funds when lodgement of the return was
required on 31 October 2018

21 December 2018

November 2018 Monthly Activity Statement due for lodgement and payment

CIB NEWS
CIB Welcomes new staff:
Edwin Kumar to Team Ross in Penrith
Joelene Dalli to the SMSF Division
Luke Burns to Team Coulton
Nikil Sathyan and Marko Krilic to the Audit Team

A dynamic ASSOCIATION of
experienced professionals

Important: Information contained in this newsletter is not advice. Clients should not act solely
on the basis of material contained in this bulletin. Items herein are general comments only and do
not constitute or convey advice per se. Also changes in legislation may occur quickly. We therefore
recommend that our formal advice be sought before acting in any of the areas. The bulletin is issued
as a helpful guide to our clients and for their information.
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