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 INTRODUCTION
 Are You Paying Too Much Tax?FACT: If you’re a small business owner chances are you’re paying too much tax.
 Many small businesses fail to have the right structure, planning and tax management strategies in place.
 Paying too much tax isn’t just costing your business, it is costing you and your family. Losing this money restricts your freedom and will prolong your working life.
 At Imagine Accounting, we ensure our clients pay the least amount of tax legally possible. And that’s just the start — we also help you create the right business structures to achieve the work-life balance you deserve.
 Imagine having full financial clarity and a clear plan for the future. We’ll help you make it happen.
 Read on and discover our Top 30 crucial tax minimisation strategies for businesses, which we have successfully employed - allowing our clients to keep more of their hard-earned cash.
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 1. ENSURE YOU HAVE THE RIGHTSTRUCTURE
 The different options are:• Sole trader
 • Partnership
 • Company
 • Trust – discretionary, unit, fixed, bare
 • Superannuation (usually not an option)
 • Not For Profit
 The following considerations will need to be taken into account:• 1 or more family? Map out family tree(s)
 • Expected income/ profit
 • Type of income (consider Personal ServicesIncome (PSI) rules)
 • Net worth position
 • Risk/ liability exposure
 • Setup and ongoing costs
 • Compliance requirements
 • Licensing requirements
 • Customer/ client requirements
 • Tax implications – income and capital
 • Business assets(goodwill, IP, equipment, property)
 Client case study:As our client’s business grew and became more successful Imagine Accounting advised them to set up a Family Trust. The main reason for this was to move the asset (ie. the shares in the trading company) out of our client’s personal name and into a Family Trust. This results in improved asset protection. Other reasons include estate planning and transitioning ownership, providing for the family, flexibility in allocation of income and capital, and improved tax planning.
 Optimising your structure:• Company vs Trust
 • Consider roles/ individuals:
 o Trustee/ Directors
 o Appointor(s)
 o Primary beneficiaries
 • Different classes of shares (consider small business CGT concessions)
 • Family trust election
 • Consider any carried forward tax or capital losses in the family group
 • Asset protection
 Structure (changing/ restructuring) – considerations:• CGT
 • Stamp duty
 • Small business CGT concessions
 • CGT rollover concessions
 • Adviser fees
 • Consider practical implications of changing (trading, contracts, loans, etc)
 • Timing – when CGT triggered, ability to pay dividends (45 day rule)
 A cost/ benefit analysis should be done
 Client case study:We advised a fast growing business to move from partnership to a company. This resulted in an initial tax saving of $30k and significant ongoing tax savings
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 2. TRUST DISTRIBUTIONS– ASSESS BENEFICIARIES
 Assess potential beneficiaries (check trust deed, avoid family trust distribution tax): spouse, children, retired parents, in-laws, grandparents, brothers, sisters, other entities with losses.
 Bucket company (must be formed before 30 June) – 30% tax if not in business. Preferable to pay cashacross – avoid division 7A, better asset protection.
 Must make trust resolutions by 30 June. If not, default beneficiaries under the deed will become presently entitled to trust income and subject to tax, or trustee will be assessed at the top marginal rate (45%) on any taxable income not distributed.
 3. TRUST DISTRIBUTIONS– STREAMING
 Review Trust Deed – must allow, if not consider deed amendment
 3 categories:1. Capital gains
 2. Franked dividends
 3. Other income
 Example - capital gains to an entity/ individual with capital losses, franked dividends to bucket company or non-resident, other income to lowest tax payer.
 4. COMPANY - DIFFERENT SHARECLASSES
 • Check Company Constitution– may need to be amended
 • Eg A, B, C, D class
 • Consider voting, dividend and capital rights
 • Need to consider valuation of company/ valueshifting
 • Impact on small business CGT concessions
 5. UTILISE SMALL BUSINESS TAXCONCESSIONS
 Small business entity (SBE) – from 1 July 2016, you are a SBE if you are a sole trader, partnership, company or trust that:
 • operates a business for all or part of theincome year, and
 • has an aggregated turnover less than$10 million (the turnover threshold)(including annual turnover of anybusiness connected/ affiliated with you)
 The SBE concessions include:• Depreciation – including $20k write off – asset
 must be used for an income-producing purpose, and installed and ready for use by 30 June. If GST registered, GST exclusive amount, GST inclusive if not registered. If over $20k – claim via a pool - 15% first year, 30% subsequent years. Pool balance can be written off if <$20,000 at end of the year before applying any other depreciation deduction.
 • Simplified trading stock – can estimate the value of your stock, and choose not to conduct a stocktake if <$5k difference between opening and estimated closing value
 • Prepaid expenses
 • Lower tax rate 27.5% (also applies to entitiesup to $25m turnover)
 • FBT concessions - car parking exemption,work-related devices exemption
 • GST concessions – cash basis
 • CGT concessions (<$2m turnover or<$6m net asset test)
 For further information go to www.ato.gov.au/Business/Small-business-entity-concessions
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 6. DIVIDENDS vs DIVISION 7A LOANS• Using division 7A loans from a company to
 ‘spread’ payment of tax/ defer, whilst being ableto access the cash
 • 7 years (unsecured) or 25 years (secured)
 • Consider imputation credit accumulation/ refunds
 • Useful to utilise cash in a company for an assetpurchase in another entity (eg investmentproperty in a trust)
 7. SPLITTING BUSINESS ASSETS(GOODWILL, EQUIPMENT,VEHICLES) FROM TRADING ENTITY
 • Using an asset holding entity or service entityand license agreements
 • Better asset protection
 • Split PSI (personal services income)
 • Consider finance implications (no trading history)
 8. OWNER SALARY/ WAGES/DIRECTOR FEES
 • Consider taking as dividend/ distribution - avoidsuperannuation, workers comp, PAYG withholding,and payroll tax
 • Consider cash flow, franking account/ timingof available franking credits – want to avoiddouble tax!
 • Especially effective if you are winding downoperations, lower personal income – can payfranked dividend and potentially get a refund offranking credits
 • Need to be more organised - Single TouchPayroll from 1/7/18 (>20 employees) or1/7/19 (<20 employees)
 9. COMPANY WITH TAX LOSSESBUT RETAINED EARNINGS ANDFRANKING CREDITS
 • Could arise from profitable years, paid tax, thenloss years, but overall still in positive; or have hadcapital gains, other non-taxable income, any otheraccounting and tax differences
 • Utilise the tax losses by holding investmentassets in the entity (eg cash)
 • Pay out fully franked dividends
 10. DIRECTORS’ FEES AND EMPLOYEEBONUSES
 • Deductible this year, assessable to theindividual next year
 • A resolution should be made by theshareholders (not the directors) by 30 June
 11. GIFTING• Donations to church or charity – if not a DGR,
 or certain donations aren’t deductible – can do viaa trust distribution if entity is income tax exempt
 • Need to check Trust Deed allows
 • Also gifting whilst alive (tax deductible)vs bequests via wills (non-deductible)
 12. WAGES TO CHILDRENPaying wages to children over 14. Must be commercial arrangements/ substantiated.
 13. DEPRECIATION SCHEDULEReview depreciation schedule, write-off assets. There might be assets that have been scrapped, no longer used, been sold.
 14. STOCK• Review stock, write down as appropriate/
 write off obsolete.
 • Assess best valuation method – cost,market value or replacement value.
 • Can use different methods for differentstock items.
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 15. DEBTORSReview debtors, write-off bad debts. Debt must be effectively unrecoverable and written off in the accounts as bad in the year the deduction is claimed.
 16. REVENUE RECOGNITIONRevenue recognition - defer invoicing from June into July, split off any ‘Income in Advance’. Cash basis taxpayers need to defer receipt of payment.
 17. LOSSESUtilise losses in other entities/ individuals (eg property losses).
 18. SUPER CONTRIBUTIONS• Super contributions – especially if over 55 and
 can commence a pension/ transition to retirementincome stream (TRIS).
 • Pay employees super before 30 June(although not due until 28 July).
 19. RESERVING STRATEGYReserving strategy – making $50,000 (2 years caps) contributions and utilising reserving in your SMSF to receive the contribution in June, but allocate to the member in July.
 20. SMSFUtilise an SMSF to acquire business premises (can borrow) - tax saving of up to 47% on rental income and on future capital gains tax on sale.
 Client case study:We advised our client to transfer their business premises from their own name to their SMSF. Before the transfer they were paying 47% tax on the rental income. By transferring it from the husband and wife to their SMSF the tax going forward on rental income is 0%, as they are in pension mode. They will also only pay 10% (or 0% if still in pension mode) capital gains tax in future when they sell, as opposed to tax at personal tax rates.
 In addition, ordinarily there would be significant stamp duty on a property transfer, however we applied a relatively unknown stamp duty exemption which resulted in them paying $500
 21. AVOID FBT• Avoid FBT – use employee contributions,
 assess best car methods.
 • Consider actual vs 50/50 method forentertainment expenses.
 22. CAPITAL GAINS TAXConsider holding off selling assets (contract date) until after 1 July. Realise any capital losses to offset. Consider capital losses in other entities and ability to utilise (eg using debt forgiveness).
 23. TRAVEL ALLOWANCESClaim travel allowances as per ATO guidelines. They can be tax deductible to the business and tax free to the employee.
 24. BRING FORWARD YOURTAX DEDUCTIONS
 • Pay before 30 June – eg office supplies,stationery, postage, gifts, repairs, subscriptions,memberships, business travel (book and pay)
 • Prepay expenses (up to 12 months) for smallbusiness entities (SBE’s) – e.g. insurance (workerscompensation, building insurance, incomeprotection, professional indemnity, keyman),interest on deductible loans, rent, leases, evenaccounting fees)
 • Non-SBE’s – prepayment rules mean you mustapportion. Only certain prepayments thatare required to be made by law (e.g. workerscompensation insurance) and amounts of <$1000are deductible when paid
 6
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 25. HOME OFFICE EXPENSES• Home office expenses vs running a business
 from home.
 • Keep a diary/ log.
 26. COMING INTO MONEYIf coming into money in future (e.g. business sale, inheritance, golden handshake) – consider utilising superannuation caps (concessional and non-concessional). Need to fund – e.g. borrow from business, bank, other sources.
 27. PROFESSIONAL EXPENSESProfessional expenses associated with starting a new business are now deductible in year incurred (previously claimable over 5 years) – small business entities only.
 28. R&D (RESEARCH AND DEVELOPMENT) TAX OFFSET
 Assess eligibility for R&D tax offset. Note franking account deficit issue. Consider a restructure or using a new entity when business becomes profitable.
 29. SMALL BUSINESS INCOME TAX OFFSET
 Small business income tax offset – on net small business income from sole trading activities or share of net small business income from a partnership or trust. Offset can reduce tax payable relating to your small business income by 8%, up to $1000 each year.
 30. DEBTMinimise non-deductible debt, maximise deductible debt. Can convert in certain circumstances – e.g. cash windfall, restructure. Utilise loan splitting to separate. Be careful not to ‘taint’ any deductible debt with repayments/ non-deductible drawdowns. Use offset accounts rather than re-drawing.
 Client case study:Our client’s Family Trust acquired shares in the company at market value. The trust then borrowed the funds to pay our client for the shares. The interest on this borrowing is tax deductible. The proceeds from the sale of the shares were then used to pay off non-deductible debt. They could also be used to make additional superannuation contributions.
 AWARD WINNING ACCOUNTANTSOur expert team has over 200 years of combined experience helping businesses and individuals to reduce tax bills, gain control over their finances and better manage their wealth.
 Find out more at www.imagineaccounting.com.au
 START TODAY BOOK YOUR FREE TAX REVIEW
 02 9884 7100
 [email protected]
 Level 2, 754 Pacific Highway Chatswood NSW 2067
 calendly.com/mark-imagine
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