Client Information Bulletin
Changes to the
super guarantee
and upper age limit
From 1 July 2013 the super
guarantee increases to 9.25%
and the upper age limit has been
removed. This means employers
may need to make super
guarantee payments for eligible
employees aged 70 years and
over.
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If you are an employer, you will
need to ensure that your payroll
and accounting system applies
the appropriate increase in the
super guarantee rate. Currently
the super guarantee rate will
increase every year until it
reaches 12% in 2019, however
the Coalition has announced that
if they win the federal election,
they will defer any further
increases for two years.
If you are an employee salary
sacrificing to make additional
superannuation contributions,
ensure you take into account the
increased super guarantee rate;
don’t exceed the $25,000
contributions cap.
For more information about
these changes consult with one
of the MWB Chartered
Accountants.

Medical expenses tax offsets
The 2013 Federal Budget
announced that the Government
intends to phase out the out-ofpocket medical expenses tax
offset. Currently, a 20% tax
offset can be claimed for eligible
out-of-pocket medical expenses
in excess of $2,060 per annum.
For general medical expenses,
only taxpayers who claim the
offset for the 2013 income year
will be eligible to claim in future
years.
Individuals who have expenses
relating to disability aids,
attendant care or aged care will
continue to qualify for an offset
up to 2019.

Self-education
expenses capped
The Government announced its
intention to limit the allowable
deduction for self-education
expenses by individual
taxpayers. From 1 July 2014 it
will be capped at $2,000 per
annum.
The limit will apply to all selfeducation expenses such as
tuition, books, courses,
computer equipment as well as
travel and accommodation
relating to things such as
seminars and courses.
The proposal is far reaching and
will impact individuals wanting to
improve their professional
qualifications. Small businesses
can continue to help staff with
additional training and skills by
offering to pay for any courses or
tuition for staff making them
exempt from the caps. However
if staff salary sacrifice to pay for
training courses it will be
considered a fringe benefit and
subject to fringe benefits tax.

Personal income tax
rates
The 2013 Federal Budget
contained a number of
significant taxation changes that
will impact individual taxpayers.
Personal Income Tax Rates
Individual income tax rates have
remained unchanged and
changes that were due to apply
from 1 July 2015 have been
deferred until 2017-18. At that
point the tax free threshold will
increase from $18,200 to
$19,400.
Tax rates for non-residents
For the 2013-14 income year,
non-residents will pay a flat rate
of 32.5% on all taxable income
up to $80,000. For taxable
income exceeding $80,000, the
marginal tax rate for non-

residents will be the same as it is
for Australian citizens and
permanent residents.

New taxable
payments reporting

Furthermore, proposed
legislation to remove the capital
gains tax discount for nonresidents is expected to come
before Parliament shortly. From
1 July 2016 non-residents will be
subject to a non-final withholding
tax rate of 10% on the proceeds
that arise from the sale of certain
taxable Australian properties.

Businesses in the building and
construction industry must now
report the total payments they
make to each contractor for
building and construction
services each year. This change
came into effect 1 July 2012.

Medicare levy
increase affects
small business
The Medicare levy increase –
from 1.5% to 2% – will effectively
bring the top marginal tax rate to
47%. This will not only impact
individual taxpayers but also
small businesses. A number of
tax laws that businesses
regularly comply with apply the
top marginal income rate as a
penalty rate of tax.
As a result, the following
common tax items will be subject
to tax of 47%, up from the
previous 46.5%:

These payments are to be
reported to the ATO as part of
the Taxable payments annual
report.
Who needs to report
Businesses in the building and
construction industry will need to
provide the report if all of the
following apply to them:
•

The business is primarily in
the building and construction
industry

•

Payments are made to
contractors for building and
construction services

•

The business has an
Australian business number
(ABN).

A business is considered to be
primarily in the building and
construction industry if any of the
following apply:
•

In the current financial year,
50% or more of the business
income is derived from
providing building and
construction services

•

Fringe Benefits Tax (FBT)

•

TFN and ABN Withholding
Tax

•

Family Trust Distributions
Tax

•

•

Trusts, where Section 99A of
the Income Tax Assessment
Act 1936 (Cwlth) applies to
retained income

In the current financial year,
50% or more of the business
activity relates to building
and construction services

•

In the financial year
immediately before the
current financial year, 50%
or more of the business
income was derived from
providing building and
construction services.

•

Excess non-concessional
contributions to super (with
tax on excess concessional
contributions to increase to
32%).

For more information on how
these changes will affect your
business talk to our Principal,
Michael Burhala CA.
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Details to report
For each contractor the following
details will need to be reported
each financial year:
•

ABN (if known)

•

Name

•

Address

•

Gross amount paid for the
financial year. This is the
total amount paid inclusive
of GST.

•

Total GST included in the
gross amount paid.

When to report
The first Taxable payments
annual report is due 21 July
2013 for payments made in the
2012-13 financial year. In this
first year, if the activity statement
is lodged quarterly, it can be
lodged by 28 July 2013.

Changes to simpler
depreciation rules
The small business instant asset
write-off threshold has been
increased from $1,000 to $6,500
for the 2012-13 income year. As
a result, small businesses can
claim an accelerated initial
deduction for motor vehicles
acquired in 2012-13 and in
subsequent years.
This means the long life small
business pool and the general
small business pool have been
consolidated into a single pool to
be written off at one rate.
These amendments only apply
to small businesses that have an
aggregated turnover of less than
$2 million. The aggregated
turnover includes the annual
turnover of the small business
and the annual turnovers of any
connected or affiliated
businesses.
The depreciating asset can be
written off at the end of the
income year when the business
either:
•

Starts to use it for a taxable
purpose; or

•

Has it installed ready for use
for a taxable purpose.

An accelerated deduction can
also be claimed for motor
vehicles costing $6,500 or more
under the same provisions. The
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cost of the motor vehicle is
added to the general pool but
unlike other assets, the
deduction is $5,000 plus 15% of
the remaining amount.
For example if you purchase a
vehicle only used for business
purposes for $12,000 in the
2012-13 income year you can
claim the following:
$5000 + 15% (12,000 – 5,000) =
$6,050
If the motor vehicle costs less
than $6,500 it can be
immediately written off.
For more information on these
depreciation rule changes talk to
any of the MWB Chartered
Accountants.

Budgeting for the
2013-14 Financial
Year
The end of a financial year
provides an excellent opportunity
to prepare Budgets and Cash
Flows for the forthcoming year.
Budgets and Cash Flows
provide a timely resource. They
give business owners an
opportunity to reflect on their
business and also look to the
future.
Recently there have been some
major developments in the
information technology sector
that can provide businesses with
timely, cost saving applications.
These include Cloud Accounting
and improved Internet Banking
eliminating such things as costly
cheque books and labour
processing. They also include
cost effective marketing using
social media such as Facebook
and Twitter.
There have also been some very
significant changes in the
development of equipment that
can provide significant savings
to a business. This has been
particularly evident in the
transport, agriculture and
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manufacturing industries. While
interest rates are at a record low,
consider replacing ageing and
inefficient equipment with new,
more effective and efficient
technology.
If you do need assistance with
preparing Budgets and Cash
Flows contact our office and one
of our Chartered Accountants
will be more than happy to walk
you through the process and
make sure you understand how
and when to use these tools.

Warning signs of
insolvency
By recognising the warning signs
of insolvency and implementing
strategies to minimise risks,
accountants, owners and
managers may potentially avoid
business failure and take steps
to minimise personal risk.
To determine whether a
business is insolvent, a number
of factors must be considered.
Accountants, owners and
managers need to assess their
solvency and the following
factors should be considered
when making that assessment.
1. Business aesthetics
Not all indicators of
insolvency may be found on
a spread sheet. A tell-tale
sign may be the ‘look’ of the
organisation itself. A
prosperous business is in a
position to spend more on
the upkeep of its premises. It
stands to reason that if a
business is struggling, it will
not be able to divert funds to
the maintenance of its
premises.
Similarly, employees may
provide an indication of the
business’ success. Staff are
usually aware of how
successfully a business is
operating, and their mood
can reflect this. For example,
a successful business may
have happier, more

productive employees, while
staff morale would be low
where a business is
struggling.
2. Insufficient and inaccurate
books and records
Section 588E(4) of the
Corporations Act 2001
(Cwlth) states that “if a
company does not keep
comprehensive and correct
records of its accounts and
financial position, or if it does
not keep records of a
transaction for seven years
after its completion, then that
company will be presumed
to be insolvent during the
period to which the records
relate.”
During tough times, owners
and managers of a business
may not focus on
maintaining their books and
records however, it is
essential that these be
maintained to avoid the
statutory presumption of
insolvency.
3. Forecasts and plans
Every business requires a
detailed budget and cash
flow for the coming financial
or calendar year. Without
these, business operators
are unable to monitor results
or make useful planning
decisions. Any budget and
cash flow must be based
upon a logical and informed
interpretation of data.
4. Dishonoured payments
Withholding of payments to
creditors, bounced cheques
and dishonour fees are good
indicators of a business’
inability to keep up with
payments when they are due
and payable, or within the
terms of trading agreements.
This may be symptomatic of
a business that is struggling
to make ends meet,
particularly where such
payments are related to
unpaid taxes or other
statutory liabilities.
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5. Increased aging of
creditors
Any overall increase in the
time that it takes to make
payments to creditors can
indicate that a business is
struggling financially and
may have limited cash flow
to meet payment obligations.
In this situation a business
may prioritise paying some
creditors over others with
large lump-sum payments,
or choose which creditors to
pay on time and which to
pay late, depending on its
need for the respective
supply. These strategies
may suggest that a business
has had to ‘tighten its belt’
by restricting available funds
and making payments to
essential suppliers first to
maintain trading operations.
6. Altered credit terms
When a creditor’s payments
are continually delayed,
creditors may respond by
altering their trading terms
with a business. For
example, a supplier might
reduce trading terms, enter
into a payment plan to
enable the business to pay
an overdue account, or
place them onto ‘cash on
delivery’ terms until any
outstanding amounts are
satisfied. These actions
indicate that a business is no
longer able to satisfy its
debts as and when they are
due, and that it is clearly
experiencing financial
difficulty.
7. Delay of tax payments
As detailed above,
businesses with limited
available funds may choose
to prioritise certain payments
over others. This might
include paying the most
essential supplier first.
Often, payments of statutory
taxes such as PAYG and
GST are delayed as they do
not immediately affect the
operations of a business. In
the short term, this delay
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may improve a company’s
cash flow.
Recent amendments to the
Director Penalty Regime
(see Summer 2012 Client
Information Bulletin) mean
that directors may be held
personally liable for
outstanding PAYG
withholding tax, should the
amount have not been
reported and be in excess of
three months of the date on
which it was due.
Consequently, non-payment
of such tax by a business
would be considered a
strong indicator of
insolvency. A business may
enter into a payment plan
with the ATO to repay PAYG
tax, which only confirms
insufficient cash to meet
business debts as and when
they fall due.
8. Delay of superannuation
contributions
In an effort to improve short
term cash flow, a business
may delay the payment of its
employee superannuation
contributions. As these
contributions are usually
paid quarterly, overdue
amounts may not be
recognised as such until
some time after the due
date.
As with delayed tax
payments, delayed
superannuation contributions
may indicate that a business
is struggling to manage its
cash flow. The amendments
to the Director Penalty
Regime mean that the
director of a company may
now be held personally liable
for unpaid superannuation
contributions in certain
circumstances.
Consequently, non-payment
of superannuation
contributions by a business
would also be considered a
strong indicator of
insolvency.

9. Bank overdraft limit
reached
An indicator of insolvency is
whether a business regularly
trades at or close to its
overdraft limit. If a business
regularly trades at its
overdraft limit, it means that
there will be little to no
emergency funds available
should they be required.
10. Legal action
Legal action issued against
a business will result in the
business incurring the
financial cost of defending
any claim. This would impact
future cash flow and should
be taken into account when
preparing budgets and
cashflow forecasts.
Obviously, unsatisfied
judgments which have not
been appealed would
indicate insufficient cash
flow to satisfy debts as a
when they fell due.
If a business is faced with one of
the following three things it
would ordinarily be considered
insolvent:
•

a winding up notice

•

a statement of claim relating
to unpaid accounts

•

being issued with a director
penalty notice.

If you are seeing these warning
signs talk to our Principal,
Michael Burhala CA, to discuss
the options available.

DISCLAIMER: This publication is
copyright. Apart from any use as
permitted under the Copyright
Act 1968, it must not be copied,
adapted, amended, published,
communicated or otherwise made
available to third parties, in whole
or in part, in any form or by any
means, without the prior written
consent of MWB Accountants Pty
Ltd and The Institute of Chartered
Accountants in Australia. The
contents of this publication are
general in nature and we accept
no responsibility for persons
acting on information contained
herein
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