
 

 

 

Towards Better Business 
 
This newsletter provides helpful 
information for small business owners 
and managers to increase profits and 
reduce risks, so they can astutely save 
for retirement.  

Empower your business to better your 
future 

--------------------------------------------------- 

OUR OTHER PUBLICATIONS 

▪ Investment Property Newsletter 

▪ Self-Managed Super Fund Newsletter 

▪ Business Valuation Newsletter 

Email us if you would like to receive any of 
these newsletters. 
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HOLIDAY OFFICE HOURS & WISHES 

 

Apart from the public holidays, our 
office will be closed between 28 
December and 12 January. Usual 
office hours will apply all other times. 

The year has raced by and with 
Christmas and the New Year just 
around the corner, no doubt it will be 
a time to be reflective about the year 
and to start planning for 2018. 

We would like to thank our clients for 
your continued support by allowing us 
to help you. We take this opportunity 
wish you a Merry Christmas and a 
happy, safe, healthy and prosperous 
New Year.  

If there are any specific areas of 
interest to you in this newsletter, 
please give us a call or send us an 
email with your questions and we 
would be delighted to assist. 

We hope you enjoy the read. 

 

TIS THE SEASON TO 
CELEBRATE 

 

The month of December (if not 
November) brings about a wonderful 
occasion for business to celebrate and 
show good cheer to staff, clients and 
suppliers. Christmas parties provide a 
great way to enjoy the season and 
thank people important to your 
business while enjoying food, drink 
and perhaps, some gifts… just how 
does the tax man view this season? 

Here is our brief tax guide to typical 
Christmas expenditure. Some of it is 
not good, does that make the tax man 
also the Christmas Grinch? 

First, there is nothing simple about 
taxation. We have tried to keep this 
article simple and brief. 

However, we do recommend specific 
advice is obtained for your own 
situation. 

Second, there are three different taxes 
to consider including income tax, 
Fringe Benefits Tax (FBT) and Goods 
and Services Tax (GST). 

Expenditure on Employees 

We’re not starting off with good news, 
but it must be addressed... expenses 
incurred by a business for a Christmas 
party for its staff (whether it be held 
at a restaurant, hotel, function centre 
or in-house) is not tax deductible. That 
is because it is entertainment 
expenditure which is specifically 
deemed non-deductible plus GST can’t 
be claimed. A win for the Grinch. 

 

A staff Christmas party may ordinarily 
be subject to FBT however, the FBT 
legislation provides an exemption for 
minor benefits less than $300 per 
employee. If the cost of your 
Christmas party is under that 
threshold, it will be exempt from FBT. 
If spouses or other guests of 
employees are entitled to attend, it 
will still be exempt from FBT provided 
the $300 per employee is not 
exceeded. Caution; If you exceed $300 
per employee, the whole amount will 
be subject to FBT, not just the excess. 
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Now let’s consider the situation where 
you provide a gift to an employee. If 
the cost is under $300, it will be tax 
deductible and your business can 
claim the GST. Further, there is no FBT 
under the minor benefits exemption. 
A win for Santa! 

 

Expenditure on Customers & Suppliers 

Where a business throws a party for 
its customers or suppliers again, the 
cost is not tax deductible, under the 
entertainment rules, and no GST claim 
is permitted. The function would not 
be subject to FBT irrespective of the 
cost. 

Gifts given to customers or suppliers 
are tax deductable provided they are 
given in a manner consistent with 
business policy and done with the 
intention of generating future 
business. Further, GST can be claimed 
and no FBT applies. This outcome has 
two exceptions: 

1. Gifts that are capital (items of 
equipment and the like) such as an 
iPad or iPhone, which are not tax 
deductible however GST can be 
claimed. 

2. Gifts to family members. No tax 
deduction, no GST and, potentially 
subject to FBT. 

Gifts versus entertainment 

What is the difference between 
purchasing wine at a venue for 
consumption by a client and giving a 
bottle of wine as a gift to the same 
person? You would think nothing, but 

there is a dividing line where food and 
drink consumed at a venue by a client 
is non-deductible entertainment, 
whereas a food hamper including a 
bottle of wine to a client is deductible.  

As you can see, the implications of 
Christmas expenses for a business can 
be taxing (pun intended), and we trust 
the above provides some guidance. 

 

ASSET FINANCE 

 

We do come across situations where it 
is obvious the right type of finance is 
not being obtained for business plant, 
equipment, vehicles, etc. Often this is 
because it’s easier using the finance 
offered by the sales team where the 
piece of equipment is purchased or 
defaulting to your bank. This 
unfortunately, does not always 
translate into finance that best suits 
your circumstances or the best rate. 

If you need motor vehicle or 
equipment finance, it’s worth 
contacting us and we can place you in 
contact with a finance broker. 

Getting the right finance is just not 
about the rate, it will: 

• reduce the risk of owning obsolete 
equipment or low value equipment 
when a final balloon or residual 
payment is due at the end of the 
loan, and 

• ensure you are using the most tax 
effective option considering the 
asset being financed and ownership 
structure of your business. 

The following types of questions 
should be considered before deciding 
on the right finance option: 

• nature of business cash flow… is it 
consistent or cyclical? 

• Tax outcome of the different 
finance options? Will finance to own 
the asset produce a better or worse 
tax outcome than finance to rent 
the asset? 

• How long will the equipment 
maintain its value or relevance to 
the business? Will it need to be 
upgraded before the loan ends 
because of rapidly changing 
technology? 

 

The answers to the above questions 
will help to ensure the right asset 
finance option is chosen, each suited 
to differing circumstances. Some of 
the more common finance options 
include: 

• Commercial hire purchase 

• Chattel mortgage 

• Finance lease 

• Novated lease 

• Operating lease 

• Novated lease, 

• Fleet operating lease, and 

• Technology rentals. 

The following is a brief description of 
each type of finance. 

Commercial hire purchase 

With this type of finance, you hire and 
use the asset until the last payment. 
When you make the final instalment, 
title of the asset transfers to you. You 
can tailor payment options, including 
the loan period, a deposit and a larger 
final balloon payment. Structured 
payments can be established to help 
manage your cash flow.  



 

 

Chattel Mortgage  

Chattel Mortgages are a popular 
finance solution where you own the 
asset from the outset and your loan 
agreement is secured by the asset. 
You can tailor your loan payments by 
choosing the term — typically up to 
five years. Other payment options can 
include a deposit and a larger final 
instalment which will reduce the 
monthly payment amounts. 

Finance Lease  

With a Finance Lease, the financier 
owns the asset however you bear the 
risk of disposal (of the asset) at the 
end of lease. This type of lease can 
benefit businesses that need the latest 
vehicles or equipment without tying 
up a large amount of capital. You can 
choose to make lease payments in 
advance or arrears with terms up to 
five years. A residual value is required 
in line with the asset’s use and ATO 
guidelines which may be different to 
the actual value of the asset at the 
end of the lease hence, the risk of the 
asset.  

  

Novated Lease  

If you want to include a vehicle in your 
salary package, a Novated Lease can 
help. The financier owns the asset, 
while you and your employer sign a 
novation agreement to share the 
responsibilities of the loan. Typically, 
loan terms are from 12 months to five 
years. 

Monthly lease payments and a final 
residual payment are based on your 
circumstances and guidelines set by 
the ATO. The application of Fringe 
Benefits Tax to company owned motor 
vehicle can significantly impact the 
attractiveness of novated leases. 

Operating Lease 

Operating leases can be used on many 
different types of assets. The main 
feature of this type of finance is that it 
does not appear as a liability on your 
business balance sheet and the 
payments are treated as rent for the 
equipment. With this type of finance, 
you reduce the risk of owning 
equipment that does not have a 
disposal value to pay out the loan.  

Fleet Operating Lease 

With this type of finance, the financier 
owns the vehicle and the client 
returns it at the end of the term, 
usually from 12 months to five years. 
When leasing a vehicle, the fixed 
monthly payments typically cover 
registration, insurance, tyres and 
scheduled servicing and maintenance. 
For a small business, a Fleet Operating 
Lease can help free up time and 
resources.  

Technology rentals 

Technology can change quickly and 
often the large up-front costs of 
purchasing the latest equipment will 
make a big dent in your cash flow. 
Renting rather than owning 
technology can help reduce the risk of 
owning obsolete equipment while 
preserving cash for other purposes in 
your business. Like a fleet lease, the 
financier owns the equipment and the 
client returns it at the end of the term. 
The term and payment frequency of 
rental agreements can often be 
adjusted to meet a company’s budget 
and unique business requirements. 

 

LEGISLATION & 
OTHER CHANGES 

 
Restriction on use of 27.5% tax rate for 
small business companies: From 1 July 
2016, a 27.5% tax rate began applying 
to small business operated through 
companies. This is not news as we 
have reported on this in a previous 
edition of this newsletter. However, 
what is new, is that the government 
has introduced a draft bill that will 
restrict the application of the 27.5% 
tax rate for small business that 
generate more than 80% of its income 
from passive income such as interest, 
dividends or royalties. In these 
circumstances, the company will be 
taxed at 30%. 

 

Labor’s proposed trust changes: The 
leader of the opposition has 
announced plans to tax distributions 
from discretionary (family) trusts at a 
minimum tax rate of 30%. Little detail 
has been provided in relation to the 
announcements. No doubt we will all 
hear more about this closer to the 
next federal election.  

While this is not law, it is causing 
uncertainty now for anyone currently 
starting a business and working out 
the best structure to operate through. 
Should it become law, it will also 
impact existing trusts.  



 

 

 

TAX TIMELINE 

 

 

21 January 2018: Lodge and pay 
December 2017 monthly activity 
statement 

21 February 2018: Lodge and pay 
January 2018 monthly activity 
statement 

28 February 2018: Lodge 2016/17 tax 
returns for newly registered Self-
Managed Super Funds 

28 February 2018: Lodge and pay 
quarterly Business Activity Statement 
(BAS) for October to December 2017 

21 March 2018: Lodge and pay 
February 2018 monthly activity 
statement

 

OUR SMALL BUSINESS 
SERVICES 

 

o Accounting solutions 

o ATO audit insurance 

o ATO audit representation 

o ASIC agent service  

o BAS returns 

o Business management 

o Business plans 

o Business valuations 

o Cloud bookkeeping solutions 

o Employee pay slips & annual 
PAYG payment summary 
documentation 

o Equipment, motor vehicle, 
leasing and business finance 

o Establishing business 

o External CFO services 

o Financial & cash flow forecasts/ 
budgets 

o Financial statement preparation 

o Purchase of business assistance 

o Sale of business assistance 

o Succession planning 

o Tax returns, tax advice & planning 

 

FOLLOW US 

 

 

We post regular helpful information: 

 Follow us on Facebook 

 Follow us on Google Plus 

 Follow us on LinkedIn 

 Follow us on Twitter 

 

LIFE’S TOO SERIOUS 

 

 
 
 
 
 
 
 

Contact us... Chris Beavis Suite 25 (03) 9478 3333 
 Managing Director 20 Enterprise Drive enquiries@chieftains.com.au 
 Chieftains Bundoora   VIC   3083 chieftains.com.au 
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This newsletter is for guidance only, and professional advice should be obtained before acting on any of its contents. Neither the publisher nor the 
distributors can accept any responsibility for loss occasioned to any person as a result of action taken or refrained from in consequence of the contents 
of this publication. Liability limited by a scheme approved under Professional Standards Legislation. 
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