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Focus now on Directors Obligations 
  
 

The recent Federal Court decision in the Centro Case highlighted the need for the Company and its Directors to keep 
abreast of internal controls and governance procedures.   
 

• Directors need to understand how financial statements have been prepared to satisfy themselves in relation to 
their accuracy 

• Directors have a duty and responsibility to read, understand and consider financial statements prior to approving 
them; and 

• Directors need to understand the fundamentals of the business and basic accounting conventions. 
 

This decision highlights the importance of internal controls and Directors duties, including:- 
 

• Policies over expenditure including credit card use and authorisation 
• Policies over tender procedures 
• Budgeting controls and review procedures 
• Related party contracts and governance thereon 
• Reporting of accurate and timely results 

Ultimately the Directors need to enforce diligent and robust internal control systems and reporting processes. 
Corporate Governance and internal control processes are now well under the spotlight for Directors; outcomes from 
the Hastie receivership, HSU administration and the like will only add to the current focus.  

  

 
 
 
The preceding twelve months have been punctuated by continued global uncertainty. The delivery of the Federal Budget, in 
the opinion of many, fell short on delivering the sort of tax and business reform needed to get the economy moving. Mining 
resource rents, carbon taxes, border security and governance have absorbed the federal political debate. 
 
At the micro level, much has been made about the “evils” of family trusts, the “black economy”, tax avoidance and 
superannuation. All this has left practitioners and clients alike asking “What will it take for a tax system to turn the corner 
toward simplicity, efficiency and equality?” 
 
The last twelve months have seen a great deal of activity both locally and abroad for the partners and staff of WWR. 
 
Partners have travelled to Europe and throughout Asia as part of our proactive role in our affiliation GMN. Cameron 
Johnstone, WWR’s Managing Partner, completed his role as chairman of GMN International in October 2011. Both he and 
Joseph Ciccia recently completed a trip to India (New Delhi) where the GMN Asia-Pacific annual conference was conducted. 
Cameron was elected as a state councillor of the NSW branch of the ICAA in January 2012.  
 
2012 will also see the launch of the new WWR website; another tool to assist clients in keeping on top of the rigors of 
business and tax requirements. Partners and staff have been heavily involved in a number of special engagements including 
investigations into organisational governance (HSU East). The proceeding months will continue to see the office as a hive of 
activity as we not only deal with compliance changes that have been delivered throughout the last twelve months, but also 
see WWR make preparations to host the 2013 GMN Asia-Pacific regional conference.  
  
We trust you will find this newsletter informative and we look forward to assisting you in reaching your goals. 

Partners Message 
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YEAR END TAX PLANNING & 2012 BUDGET UPDATE 
 

Defer Income & Accelerate Deductions 
• Legitimately defer the receipt of income and bring forward tax 

deductible expenditure by looking at the timing of sales and 
expenditure.  

 

• Possible deferral of income by considering timing of contracts or when 
income is actually derived. Defer capital gains until the next financial 
year or crystallise capital losses prior to 30 June.  

 

• Bring forward tax deductible expenditure such as certain repairs & 
maintenance, prepayments of less than $1,000, committing to staff 
bonuses or director’s fees. 
 

• Review fixed asset register for assets that should be scrapped before 
year end and check correct depreciation rate is being used for 
additions.  

Trading Stock 

• Trading stock can be valued at the lower of cost, market value or 
replacement value at 30 June.  

 

• Consider any old, obsolete or damaged stock that should be scrapped 
prior to 30 June or written down to market value. 

 

• Conduct a stocktake on 30 June 2012. 

Business Records 

• Ensure your accounting software package allows you to print reports 
after year-end or print at 30 June.  

 

• Maintain records for capital gains tax and ensure expense 
substantiation (receipts) are kept. 

 
Capital Gains Tax 

• Hold investments / assets for at least 12 months to access the 50% 
capital gains tax discount concessions for individuals and 33% 
concession for superannuation funds. 

 

• Beware of ‘wash sale’ arrangements when disposing and reacquiring 
capital gains tax assets (over short periods of time). The ATO has 
issued a taxation ruling on the application of Part IVA of the Income 
Tax Assessment Act 1936 (anti avoidance legislation) to ‘wash sale’ 
arrangements. These may be considered a scheme to reduce income 
tax and may be subject to penalties.  

 

• To be entitled to franking credits, you must own shares for at least 45 
days (90 days for preference shares) (applies to investors with $5,000 
or more in franking credits).  

 

• The government has proposed to remove the 50% CGT discount on 
capital gains that accrue to non-resident taxpayers after 8 May 2012. 
Non-residents may still obtain a 50% discount on that part of a 
capital gain that accrued before this date; however they must obtain 
a market valuation of the asset as of 8 May 2012. 

Bad Debts 

• Review your trade debtors ledger for any bad debts and write off before 30 June. You must have declared it as 
income in a prior year tax return to claim a bad debt deduction. Continuity of ownership or same business tests 
may apply. 

 

• It was proposed in the budget that a bad debt written off owing from a debtor who is a related party (but is not 
part of the same tax consolidated group) will not give rise to a deduction. Any corresponding gain arising to the 
debtor will not be taxed. 

 

 

IT Management 

Technology is rapidly changing the 
world and our clients require total 
network peace of mind. Each of our 
clients has more important issues to 
deal with than their IT infrastructure. 
It is, however, a critical enabler to 
business and requires constant 
attention to ensure it’s running 
predictably, optimally and securely.  
 

Together with Foresite IT we provide a 
proactive and quality 24x7 managed 
service solution with tailored reporting 
that provides clients with a 360° view 
of their IT infrastructure including 
solutions that enable the business to 
continue operating efficiently. 
 
 

Do these issues plague your 
business? 

 

Untimely network failures?  
Not knowing what will fail and when, 
and then having to wait for a 
technician to arrive? 
 

Access problems?  

Databases or files containing important 
client information ever lost, not 
accessible or corrupted? 
 

Email failures? 

Has your email server ever been down 
when you need to send an important 
message or document? 

 

Ask how we can help. 

 
Level 16 
130 Pitt Street 
Sydney  NSW  2000 
 
Service Desk: 02 8226 9188 
Email: reception@foresite-it.com.au 
Website: www.foresite-it.com.au 
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Prepayments 

• Bring forward deductions by prepaying certain business or investment related expenses by 30 June.   
 

• If you prepay interest, ensure that the financial institution also charges the interest to your loan account. 

Dividends 

• Under the Corporations Act, there have been changes to the rules governing the declaration of dividends, which 
now require companies to pass several conditions. In addition, companies are no longer restricted to paying 
dividends solely out of profits (however this may be a requirement in the company’s constitution).  

 

• The company’s ability to frank dividends is affected by these new rules. If a company intends to declare a 
dividend, please contact our office. 

Private Company Loans to Shareholders or their Associates and certain Trust Loans – Division 7A 

• If private companies have made loans to shareholders, the loans need to be put under a written loan 
agreement or repaid prior to the actual lodgement or due date of the company’s tax return.  

• Ensure minimum repayments have been made by 30 June for existing Div 7A loan agreements. 

Unpaid Present Entitlements  

• Unpaid present entitlements (UPEs) occur when a trust makes a beneficiary entitled to trust income, but has 
not physically paid the beneficiary the distribution and it is showing as a liability owing to the beneficiary on the 
trust’s balance sheet.  

 

• The ATO requires a UPE to a corporate beneficiary be repaid by 30 June of the following year or covered by a 
Division 7A loan agreement by the lodgement date of the corporate beneficiary’s income tax return for the year 
that the UPE relates to.  Please contact us if this affects you.  

Discretionary Trust Distribution & Streaming  

• Trustees need to prepare minutes resolving the beneficiaries of the trust income for the year ending 30 June 
2012 by the earlier of 30 June 2012 or the date specified in the trust deed. Trustees should take the below 
points into consideration when making the resolution:  

 

o Children under 18 years old can only receive $416 tax free (if they have no other income). Minors are 
unable to access the low income tax offset from 1 July 2011.  

 

o The tax legislation enables trustees to stream certain income (only net franked dividends and capital 
gains) to specific beneficiaries (provided that the trust deed allows streaming). The other income of 
the trust will be distributed to the beneficiaries on a proportionate basis.  

 

• Advice should be sought when making trust distributions for the year ending 30 June 2012.  

Negative Gearing in Trusts 

• Franking credits can only be passed onto beneficiaries where trust income includes at least $1 income. 
 

• Where a trust derives franked dividends and costs are incurred in deriving these franked dividends, these costs 
must be offset against that income if you are intending to stream this income to specific beneficiaries.  If the 
net franked income is negative, the franking credits cannot be distributed to the specific beneficiaries but will 
still be distributed to those beneficiaries who are entitled to the other income of the trust.  

Motor Vehicle Claims 

• If the log book method is used to claim motor vehicle deductions, ensure that you retain a current log book (a 
log book can be used for 5 years for the same vehicle). If you have purchased a new car, a new log book will 
need to be completed. 

 

• Record closing odometer readings at 30 June 2012.  
 

• Ensure all necessary documentation is maintained to support your claims. 
 

• Small Businesses from 1 July 2012 can claim an immediate deduction of up to $5,000 for Motor Vehicles 
acquired. The balance is subject to depreciation. 
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Income Tax Services 

 
� Income Tax Return Preparation 
� Tax Planning and Advice 
� Tax Audit Support 
� Land Tax 
� Superannuation 
� Fringe Benefits 
� Foreign Jurisdictions 
� GST 
 
Audit and Assurance Services 
 
Many entities incorporated or not, are 
required by various statutes to 
appoint auditors to report on annual 
financial statements. In addition, 
entities which are not required by law 
to appoint auditors are often required 
to prepare audited financial 
statements to retain finance facilities 
from bankers or other lending 
institutions.  We can provide audit 
and assurance services to our clients 
where required. 
 
Accounting Services 

 

� Preparation of financial and 
management accounts 

� Bookkeeping and company 
secretarial services 

� Accounting systems and 
technology 

 
Business and Advisory Services 
 

� Profitability and costing services  
� Business plans and cash forecasts 
� Start up feasibility studies  
� Finance applications 
� Acquisition - due diligence 
 
Specialist Services 

 

� Litigation support services 
� Business valuations and 

appraisals 
� Remuneration planning 
� Mediation and dispute resolution 
 

Our Services 

Farm Management Deposits (FMD) 

• The FMD scheme allows primary producers with non-primary production 
income of less than $65,000 to claim a deduction for FMD’s made before 
30 June.   
 

• When the FMD is withdrawn the amount is included in assessable 
income in the repayment year.  

 
 

• Primary producers affected by natural disasters can access FMD’s 
within 12 months of making the deposit and still retain tax concessional 

treatment (note eligibility criteria applies). 

Superannuation Planning 
• Employers must make the superannuation contributions by the 28th day 

of the month after the end of the quarter. 
 

• In order to obtain an income tax deduction for superannuation 
contributions paid, the superannuation contribution must be received by 
the nominated superannuation fund on or prior to 30 June 2012. 

 

• Concessional (deductible) superannuation contribution limits of $25,000 
apply for all taxpayers for 2011/12 and 2012/13 tax years.  Transitional 
rules apply for individuals aged 50 and over with a limit of $50,000 for 
the 2011/12 tax year, after which the limit reverts to $25,000. 

 

• The limit for non concessional (undeducted) contributions is $150,000 
for the 2011/12 and 2012/13 tax years. 

 

• It is proposed in the budget that from 1 July 2012, individuals with 
adjusted taxable income greater than $300,000 will be taxed at 30 
percent (currently 15 percent) on concessional contributions made. The 
additional 15 percent contributions tax surcharge will only apply to that 
part of the contributions that is over the threshold. 

 

• Individuals aged between 65 and 74 are required to pass the work test 
in order to make superannuation contributions (the work test requires 
these taxpayers to be gainfully employed for at least 40 hours in a 
period of not more than thirty consecutive days during the financial year 
of making the contribution). 

 

• If you wish to claim a deduction for personal concessional contributions, 
your employment income (including reportable fringe benefits and 
reportable superannuation contributions) must be less than 10% of your 
total income. 

 

• If you are still working and have reached preservation age, you may be 
eligible to commence a non commutable transition to retirement income 
stream. If you are eligible, consider receiving a pension from your 
superannuation fund. 

 

• Income amounts that are derived by a superannuation fund from assets 
used to pay a pension are exempt from income tax. 

 

• Consider the tax offset entitlement for contributions made in respect of 
a spouse. 

 

• Ensure that all minimum and maximum (if applicable) pension payments 
are made prior to 30 June 2012. 
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OTHER TAX MATTERS          

Private Health Insurance Rebate Changes 

• Legislation has passed through Parliament (although it has not yet received Royal Assent) to introduce three 
new Private Health Insurance Incentive Tiers 

 

• Singles earning $84,000 or less and families earning $168,000 or less will continue to receive the existing 30, 
35 and 40 per cent rebate, depending on their age.  This will effectively means test the rebate such that singles 
with an income of over $130,000 and families with a combined income of over $260,000 will receive no rebate 
whatsoever. 

 

• Converting your Private Health Insurance Premiums from “monthly” to “annual” in June 2012 and paying in 
June 2012 for a full 12 months in advance, means that the premium paid for 2012/2013 is still effectively paid 
with a 30% rebate, even though the rules change from 1/7/2012. 

Medical Expenses Tax Offset 

• A 20% tax offset is allowed for net medical expenses incurred greater than $2,060 after deducting 
reimbursements paid (or payable) by a government, public authority, society or association. 

 

• From 1 July 2012, this tax offset is reduced to 10% of net medical expenses incurred greater than $5,000 if the 
adjusted taxable income is greater than $84,000 for individuals and $168,000 for couples. 

Eligible Termination Payment (ETP) Offset 

• From 1 July 2012, the Government has announced that the ETP (such as golden handshake) offset will be 
further limited. Should Individuals have a taxable income above $180,000, the ETP amount in excess of 
$180,000 will be taxed at top marginal rates. 

 

• For the 2011-12 year, the first $165,000 ($175,000 for 2012-13 year) of an ETP is taxed at concessional rates 
being 15 percent (plus medicare levy) for individuals over preservation age and 30 percent (plus medicare levy) 
for individuals under preservation age. 

 

• The existing arrangements and tax concessions will continue to apply to genuine redundancy payments, 
invalidity payments, and compensation due to an employment-related dispute and death.  

 

Tax Rates 

• New personal income tax rates and thresholds will apply from 1 July 2012. Details are shown below. 

Resident Tax Rates   Non Resident Tax Rates 

Current From 1 July 2012 From 1 July 2014 

$ Rate $ Rate $ Rate 

1 29% 1 32.5% 1 33% 

37,001 30% 80,001 37% 80,001 37% 

80,001 37% 180,001 45% 180,001 45% 

180,001 45% - - - - 
 

Low Income Tax Offset 

• Earlier government legislation has reduced the Low Income Tax Offset from 1 July 2012 to $450 (previously 
$1,500). The offset phases out from $37,000 of taxable income until $66,667 where no offset is available. The 
increase in tax free threshold (from 1 July 2012) to $18,200 offsets this reduction.  

Standard Work Related Tax Deduction and Discount for Interest Income Scrapped 

• The 2011 budget announcements of a standard tax deduction for work related expenses and the 50% tax 
discount for interest income (which were due to commence on 1 July 2013) will not proceed. 

Living Away From Home Allowance (LAFHA) 
• Proposed changes to tax concessions may result in LAFHA being treated as assessable income of the recipient. 

A deduction may be allowed for food and accommodation expenses. 
 

• The changes from the budget will limit deductions to employees who maintain a home for their own use in 
Australia and are required to live away from that home to work for a maximum period of 12 months. You 
cannot rent out your home while you are away. 

Current From 1 July  2012 

$ Rate $ Rate 

6,001 15% 18,201 19% 

37,001 30% 37,001 32.5% 

80,001 37% 80,001 37% 

180,001 45% 180,001 45% 
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Level 16 
130 Pitt Street 
SYDNEY  NSW  2000 
 
PO Box A230 
SYDNEY SOUTH  NSW  1235 
 
DX 54 Sydney 
 
Phone: 02 9264 9144 
Facsimile: 02 9264 6334 
Email: gmn@wwr.com.au  
 
Visit us at 

www.wwr.com.au 

 
 

Partners 
 

Cameron Johnstone FCA; FTIA 
Ian Cooper CA 
Joe Ciccia CA 
Justin Pengilly CA 
 
 
Associate 

 

Michelle Winduss CA 
 
 
Consultant 
 
Dennis Robertson FCA 
 
 
Disclaimer 
 

This is not a letter of advice. The 
points raised in this newsletter are 
general comments. We recommend 
that if advice is required that you 
contact our office. No responsibility 
is accepted for any person or entity 
acting upon the contents of this 
newsletter.  
 
Liability limited by a scheme 
approved under Professional 

Standards Legislation 
 

Contact Us 
Tax Saving on Fringe Benefits Tax (FBT) Exempt and Deductible 

Items 
• Employees are able to obtain tax savings by salary sacrificing the 

purchase of certain FBT exempt items including electronic diaries, 
mobile phones used primarily for use in the employee’s employment, 
calculators, briefcases, tools of trade, computer software, notebooks, 
laptops or portable computers (does not apply to any other 
computer). The purchase or reimbursement of each item is limited to 
one per year per employee provided it is primarily for use in the 
employee’s employment. 

 

Tax Saving on Superannuation Contributions    
• If pre-tax salary is sacrificed into superannuation, tax benefits can be 

obtainedemployees may benefit as this income is taxed at 15% in the 
superannuation fund instead of at marginal rates of tax..  Note Llimits 
that apply to amounts that can be contributed into superannuation 
fundscontributions (refer to “Superannuation Planning” section 
above). 

Managed Investment trusts (MITs) 

• The withholding tax rate on Managed Investment Trusts has been 
doubled, from 7.5% to 15%. This will apply to all distributions made 
by MITs to non-resident taxpayers. 

Non Commercial Losses 

• Losses from business activities are, in some cases, not allowed to be 
offset against other income (such as salary and wages). 

 

• Taxpayers who have adjusted taxable income of greater than 
$250,000 will have losses quarantined to the particular business 
activity under the non-commercial loss rules.  Therefore there is a 
possibility that losses will never be utilised if the business does not 
make a profit. Relief may be granted in certain circumstances. 

 
• For taxpayers with adjusted taxable income of $250,000 or less, the 

losses can be offset if certain tests are met. Please contact our office 
if this affects you. 

 

Small Business Entity Concessions 
• Small Business Entities have access to a wide range of concessions.   

 
• An entity is considered to be a small business entity if: 

o It carries on a business for all or part of the income year; and 
o It satisfies the $2 million aggregated turnover test. 

 

Company Tax Loss Carry-Back Measures 

• Companies will be allowed to carry back tax losses to offset against 
past profits, allowing tax previously paid to be refunded. For the 
2012-13 year, a maximum of $1 million of tax losses can be carried 
back to offset against tax paid in the 2011-12 year. 

 

• From 1 July 2013, companies will be allowed to carry back up to $1 
million of losses made after that date against tax paid in the previous 
two years. These rules do not allow for the carry back of any losses 
incurred before 1 July 2012. 

 


