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Business structures and restructures: Is 
your structure working against you? 
 
Many business owners don’t realise that the business 
has outgrown its structure until something comes up 
– and this something is usually something negative. 
 
Are your assets at risk? 
Legal action by employees, customers and suppliers as 
well as divorce are the two primary risk issues for 
many business operators.  If you have been operating 
as a sole trader or as a partner in a partnership or 
have simply been holding all business assets in a 
single entity, your structure may not provide sufficient 
asset protection.  If any personal assets or valuable 
assets of the business are held in the same entity 
which carries on the trading operations of the 
business, those assets may be at risk.  To protect your 
assets it is generally preferable to separate as many 
valuable assets as possible from the trading 
operations. 
 
Can you introduce new business partners or 
investors? 
If you want to provide key employees or investors 
with an equity interest in your business, your current 
business structure may not allow for this.  For 
example, it is not generally possible to provide fixed 
entitlements to the profits of a business operated by a 
discretionary trust. 

 
 
 
 
 
 
 
 
 
 
 
 
 
Entities such as companies and unit trusts are a much 
more effective vehicle to facilitate the introduction of  
new equity partners as they can provide a fixed 
interest in the income and capital gains generated by 
the business.  
 
Reinvesting in growth 
Reinvesting profits in your business is important if you 
have or expect a strong growth path.  Some business 
structures however don’t readily facilitate profits 
being retained by the business.  For example, it is 
generally more difficult for a trust to retain profits, as 
the trustee of a trust is taxed on these profits at 
penalty rates if they are not distributed to the 
beneficiaries of the trust each year. 
 
Can you exit your business? 
The business lifecycle has shortened considerably with 
less business owners seeking to create empires but 
more opportunistic business models.  The wrong 
structure will limit your ability to sell your business 
interests and may have a dramatic and detrimental 
impact on the amount of tax you pay on the sale 
proceeds. 
 

R&D Tax Incentive Scheme 
 
What is the R&D Tax Incentive Scheme? 
It aims to encourage Australian innovation. 
 
Companies can offset the cost of their R&D more 
quickly than before, particularly with the introduction 
of a refundable tax offset on eligible R&D expenditure 
for small to medium sized companies.  
 
From 1 July 2014 the scheme offers a 43.5% 
refundable tax offset for eligible entities with an 
aggregated turnover of less than $20M.  This benefit 
is available if you have R&D expenditure of $20,000 or 
more in a financial year. 



 

Access to tax incentives and concessions 
Research & Development (R&D) concessions are only 
available to companies.  If you have a significant level 
of R&D activity that could potentially qualify for the 
tax incentives, it’s worth exploring your options if you 
are not already in a company structure. 
 

Work-related car expenses 
 
The Bill will change the methods for calculating work-
related car expense deductions. Currently, there are 
four methods taxpayers can use to calculate work-
related car expenses (12% of original value method, 
one-third of actual expenses method, cents per 
kilometre and logbook method). 

The ‘12% of original value’ method and the ‘one-third 
of actual expenses’ method will be removed from the 
law leaving the ‘cents per kilometre’ and ‘logbook’ 
methods as the only two methods available. 

The Bill will also provide a streamlined process for 
calculating the cents per kilometre method by 
providing a single rate of deduction which more 
accurately reflects the actual running expenses of a 
vehicle. In the 2015-16 income year, the cents per 
kilometre rate will be set at 66 cents per kilometre. 
The Bill gives the Commissioner the power to set the 
cents per kilometre rate for later years via legislative 
instrument.  Changes to the income tax law for this 
measure will generally apply in relation to the 2015-
16 income year and later income years.  

Christmas parties and gifts 2015 
 
Christmas is on the way and many employers will be 
planning their year-end “bash”.  In addition, many 
businesses will be considering what gifts, if any, they 
will provide to clients and employees.  However, an 
important issue to consider is the possible FBT and 
income tax implications of providing “entertainment” 
to staff and clients. 
 
One major consideration is the “less than $300” minor  
benefit exemption and the fact that the ATO now 
accepts that different benefits provided at (or about) 
the same time are not added together when applying 
this threshold.  Basically, this means that a Christmas 
party and gift may be exempt from FBT, even if 
provided at the same time, as long as each costs less 
than $300! 
 
 
 

Gifts which are not considered to be entertainment 
These generally include; 

 A Christmas hamper, a bottle of whisky, wine 
etc. 

 Gift vouchers, a bottle of perfume, flowers etc. 
 
Briefly, the general FBT and income tax consequences 
for these gifts are as follows; 

 Gifts to employees and family members – FBT 
is payable (except where the minor benefit 
exemption applies) and a tax deduction is 
allowed. 

 Gifts to clients, suppliers etc. – no FBT, and a 
tax deduction is allowed. 

 
Client Alert:  change of ATO mailing 
details and your myGov Inbox 

 
The ATO has started changing the way they 
communicate with their individual clients and tax 
agents.  If you have setup a myGov account and have 
linked the ATO to that account, you will now receive 
all correspondence through your myGov inbox.  This 
correspondence may include notices of assessment, 
PAYG instalments, statements of account and 
confirmation and reminder notices.  Paper copies will 
no longer be posted to Burns Sieber. 

 
As a result of these changes, Burns Sieber will only be 
able to view copies of the electronic letters that the 
ATO sends to your myGov account by specifically 
performing a periodical search for new 
correspondence.  We will not receive any prompting 
from the ATO that you have been sent new 
correspondence.  It is essential that you monitor your 
myGov Inbox regularly to ensure important taxation 
matters are not being overlooked.  For more 
information about myGov accounts, please visit:  
https://my.gov.au/content/html/about.html 
 
 

We wish to take this opportunity to thank 
you for your support and to wish you and 
your family a Merry Christmas and all the 
best for the New Year. 
 
 

DISCLAIMER 

The material and contents provided in this publication are 
informative in nature only.  It is not intended to be advice and you 
should not act specifically on the basis of this information alone.  If 
expert assistance is required, professional advice should be obtained. 
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