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NASH SOLUTIONS – Practice News
We wish all our clients a Merry Christmas and a Happy New Year and
advise our office will be closed from Thursday 22nd December 2016 and will
re-open Monday 9th January 2017.

ATO

We would like to remind clients that if you receive a letter from the ATO please read
it carefully as it may include critical information. If you have any queries in regards to
the letter please contact your tax agent.
Our Nash Solutions Email Policy

We take this opportunity to remind clients that we check our emails at regular
intervals during the day and seek to respond to all emails and telephone calls on a
timely basis. This policy provides an adequate response to the vast majority of
enquiries. However, if you have an urgent matter that must be dealt with on an
immediate basis then please send us a detailed email brief of the situation and then
also contact us by telephone to ensure your matter is escalated.
At Nash Solutions our goal is to provide holistic solutions to client problems, to grow
our client businesses and investments and to accumulate client wealth for their
retirement. We seek to deliver this by providing accurate, timely and proactive advice.
We value our relationship and if you have any like-minded business associates who
could benefit from Nash Solutions services then we would be most grateful for your
referral.

CLIENT PROCESSING –Taxation Compliance

Tax Lodgement

Due Dates#

Monthly BAS/IAS

21st of next month

December BAS

28/02/17*

New Superfunds

28/02/17

Larger Companies, Superfunds & Individuals

31/03/17

Taxable Individual, Company and Superfunds

15/05/17

Fringe Benefits Tax Returns

28/05/17

Non-Tax/Refund Individual, Company and Superfunds

05/06/17

# Further extension may be available, contact us if you have an exceptional circumstance which might delay your lodgement.

Please Note

*The December BAS due date is already an extension given by the ATO due to the
Christmas period, we are unable to apply for any further extensions and this is the
final due date. Please note that the February IAS is due 21/03/2017 and the March
BAS falls shortly after in April and we encourage you to allow for this in your cash
flows.

TAX OFFICE SOLUTIONS – Understanding Gearing

Gearing is simply another term for borrowing to invest. While we may not enjoy
being in debt, not all debt is bad. In fact, it can be a powerful tool used to build wealth
and to enhance your investment performance.
Many of us have borrowed at one time or another for our larger purchases, like a
holiday or a car. However, when done sensibly and with careful planning there are
cases when borrowing to invest can be even more worthwhile.
Gearing is a sophisticated investment technique and is not suitable for everyone. We
recommend you speak with your financial adviser.
Positive or negative?
Positive gearing: Positive gearing is when the interest payments and other investment
costs are lower than the income you receive from the investment.
Example: Borrowing to invest in shares when the dividend income exceeds the
expenses of the loan.
Negative gearing: Negative gearing is when the interest payments and other
investment costs are higher than the income you receive from the investment.

Example: Negative gearing on a rental property occurs when the interest payable on
the loan used to purchase the property plus other expenses (maintenance, etc) exceeds
the rental income generated by the property.
The benefits and risks of gearing
Like all investment strategies, there are some risks associated with gearing.
Benefits






Risks

Gearing can be attractive because under
current Australian taxation laws, you may
be able to claim a deduction for interest
and expenses, which can be offset against
assessable income, such as salary,
business income or investment income.
Gearing allows you to increase your
ability to create wealth by enabling a
higher level of investment than would
otherwise be possible. In a favourable
market your earning potential can be
multiplied.
If you choose to invest your geared funds
into selected shares, the dividend
imputation system (DIS) will result in you
receiving a tax credit on the dividends
you collect (known as 'franked dividends')
and, therefore, you are accountable for
only a small amount of tax on this
income. This can actually have a positive
effect on your cash flow.












Assets may not always provide the
returns you expect. You should only
borrow to invest if you expect the
investment itself will be producing
genuine, decent returns somewhere
down the track.
If you over-extend your borrowing, rising
interest rates could restrict your ability to
meet loan payments.
There may be periods where your
investment provides little or no income,
or even losses.
Gearing can multiply your losses.
Should you wish to sell a geared asset and
pay off your loan earlier than expected,
penalties may apply.
You may be forced to sell in an
unfavourable market.

How does gearing work?
Case study
Here's an example with a person borrowing $100,000 (interest only loan) to invest:
Interest cost at 6% pa:

$6,000

Investment income at 4% pa:

$4,000

Cashflow shortfall:

$2,000

Tax deduction on shortfall (tax rate 39%):1 $780
After tax shortfall:

$1,220

1 Assumes marginal tax rate of 37% plus Medicare levy

When you borrow to invest, your gains are magnified because the borrowed funds
were used to get the gain. So, using our negative gearing example from above, if you
borrow $100,000 and your investment appreciates by 10 per cent in the first year, you
would be ahead $10,000 – less the $2,000 cashflow shortfall. It's an $8,000 gain.
It works the same in reverse – with a 10 per cent fall in the first year resulting in a loss
of $12,000. You need to understand the full range of possibilities with a gearing
strategy. You should only invest in quality growth assets with potential for solid
capital growth over the long term, because it is capital growth which drives a gearing
strategy. For a negative gearing strategy to be successful, your investments need to
generate – over the long term – sufficient capital growth to more than cover the total
cashflow shortfall (after tax) as well as tax on the capital gain.
Things to consider
Tax on selling your investments: If you sell your investments for more than what
you paid for them, you'll have a capital gains tax liability. This will be a maximum of
49 per cent. But if your investments are held for 12 months or more, due to the capital
gains tax discounting the amount of capital gains tax payable, will be halved. Another
way to minimise this is by waiting to sell your investment until your tax rate is lower,
such as when you retire.
Margin calls apply when you borrow via a margin lending arrangement. A margin
call is when the market worth of your security falls. The result is the loan-to-valuation
ratio (LVR) exceeds the allowance limits. In this situation you will usually have three
options:
 lodge additional securities that you have
 pay back part of your loan, and/or
 sell your portfolio and draw on the proceeds to pay back part of the loan.
Your gearing loan provider will generally need the LVR to be returned to the arranged
limits within a stated time period, usually within 24 hours. Although, when you
borrow less than the maximum loan limit, you can decrease the risk of margin calls.
Gearing may not be suitable for all investors. Whilst it can lower your tax liability, the
tax implications will depend on your personal situation as well as your attitude to risk
and the type of investment chosen. You should always seek qualified financial advice.

TECHNICAL ISSUES – Age pension changes for 2017

How the assets test will work in 2017 could increase your Age Pension entitlements,
or take some or all of them away.
With revisions to the Age Pension assets test just around the corner, it’s important to
understand how the changes could impact you, particularly with part-pension
thresholds somewhat tighter than initially projected.
These thresholds are the value of assets you can own (excluding your home) before
you lose eligibility for the Age Pension.
Who the changes will affect
The Age Pension assets test changes will affect Age Pension recipients, aged 65 and
over. To be eligible for a full or part Age Pension, retirees must satisfy an income test
and an assets test, as well as other requirements.
According to reports, changes to the assets test, effective 1 January 2017, will see
more than 50,000 additional Australians receive the full Age Pension. Meanwhile,

roughly 300,000 retirees on the part pension will have their entitlements reduced, with
about 100,000 losing all entitlements.
What’s actually changing in 2017?
The Age Pension assets test thresholds will change
The cut-off thresholds previously announced were only projections, as Age Pension
rates were not updated until 20 September 2016.
Following the recent update to Age Pension rates, the part-pension cut-off thresholds
are a bit tighter than previously announced, meaning more people could be affected.
The lower thresholds for eligibility for a full pension remain unchanged.
Table one: Full-pension thresholds

If your assets are below the thresholds in table one, you will be eligible for a full
pension under the 2017 assets test.
Full pension

Current asset limits

2017 asset limits

Non-homeowner (single)

$360,500

$450,000

Non-homeowner (couple)

$448,000

$575,000

Homeowner (single)

$209,000

$250,000

Homeowner (couple)

$296,500

$375,000

Table two: Part-pension thresholds

Table two outlines the assets test cut-off point for those on a part pension. If you have
assets above these limits, a part-pension will no longer be payable.
Part pension

Current asset limits

2017 asset limits

Non-homeowner (single)

$945,250

$742,500

Non-homeowner (couple)

$1,330,000

$1,016,000

Homeowner (single)

$793,750

$542,500

Homeowner (couple)

$1,178,500

$816,000

The Age Pension assets test taper rate will increase
This means that pension payments will reduce by $3.00 per fortnight for every $1,000
of assets above the lower assets test threshold. Currently, the taper rate is $1.50 (75c
each for couples) per fortnight, which means from 1 January 2017 pensions will
reduce at a faster rate.

What assets are taken into account?
The market value of most of your assets is taken into account when calculating your
Age Pension. This includes, but is not limited to, things such as:
 Property (excluding your home)
 Motor vehicles, boats and caravans
 Financial investments including cash, shares, term deposits, managed
investments, Bonds etc
 Superannuation if you’re over Age Pension age
 Business assets
 Household contents and personal effects.
Find out more about which assets are assessable on the Department of Human
Services website.
Upside to losing your benefits
People who lose their Age Pension in 2017 as a result of the changes will
automatically be entitled to receive a Commonwealth senior’s health card and/or a low
income health care card. These cards will provide access to things such as Medicare
bulk billing and less expensive pharmaceuticals.
Preparing for the changes
Depending on how the changes may impact you, there are a number of things worth
exploring, including:
 How you might replace any lost income if your entitlements are reduced
 How you might be able to trim down your assets before the changes come in,
to retain your current entitlements—for example, gifting within annual limits,
moving savings into a spouse’s super, or bringing holidays or home
renovations forward
 How strategies outside of asset reduction may be able to help—working for
longer or reviewing your budget in retirement.
Please contact us to review your position.

BUSINESS & COMMERCIAL NEWS – Self Employed – Don’t forget yourself!

When you're your own boss, it's easy to forget that you are responsible for your own
superannuation. However, if you take control of your super today, you can maximise your
retirement income for tomorrow.

There are so many things to think about when you're running a business, from finding
customers and managing staff to keeping up with your bills and paperwork.
And even though superannuation may be the last thing on your mind, you should be
careful not to leave it too late.
According to the Association of Superannuation Funds of Australia, self-employed
Australians have smaller super balances than regular employees and, of more concern,
almost half of small business owners report low super savings, and one in four have
no super at all.1
As a result, up to three-quarters of self-employed Australians may be financially
unprepared for retirement, as well as missing out on tax benefits available to them
now.
However, if you're worried you’re one of them, there's good news - taking care of
your super today can get help get you back on track for the future.
Here's some top tips to maximise your retirement income:

1. Start making regular super contributions
While you may be counting on making a big contribution to super later, for
example, when you sell your business, the first thing you can do for your super
is to start making regular contributions right now, so you’ll have more to retire
on later.
It's simple maths
The longer your super stays in your fund, the more of a return it can earn.
And because the money you earn on your super is taxed at just 15%, you may
pay less on your earnings than you would for investments outside the super
system, thereby helping you build your super balance faster.
2. Make the most of tax deductions
If you’re self-employed, you can claim a tax deduction for the money you put
into super, up to the annual concessional super contributions cap. That means
for the 2016–17 financial year, you can claim up to $30,000 or $35,000
depending on your age.
Just remember, if you plan to claim a tax deduction on your super
contributions, you’ll need to notify the trustee of your super fund in writing
before you put in your tax return for the year, or by the end of the financial year
you made the contribution in, whichever comes first.
3. You may be able to save on tax when you sell up
When the time comes to sell your business, you'll want to get the most out of
it. Importantly, this provides you with a golden opportunity to turn your super
savings into a healthy retirement nest egg. The small business retirement
exemption provides an exemption from capital gains tax up to a lifetime limit
of $500,000 for those over 55.
If you’re under 55 you may be able to take advantage of this capital gains tax
exemption by investing the capital gains amount from selling your business
straight into your super (limit of up to $500,000).
And, if you’re 55 or over, and sell a business you’ve continuously owned for
15 years or more in order to retire, then you may be able to claim a capital
gains tax exemption for the entire capital gain amount.

You can then use that amount to boost your super savings, by having it count
towards your superannuation CGT lifetime cap of $1.415m. However, when
doing so, you’ll need to notify the trustee of your super fund in writing before
you make the contribution.
Finally, before you start planning, it's important to remember that everyone's
situation is different, so please make sure you check with a financial adviser.

FINANCIAL PLANNING – Economic Updates#
ANCIAL

We remind clients that we provide a full range of financial planning services including
investments, savings and retirement plans, life and income protection insurance,
superannuation, super pension and Centrelink age pension analysis using our
‘DomaCom Guided Planning System’.
October Insights
I. Risk on
Despite many markets finishing relatively flat for September 2016, there was still
plenty for investors to contend with during the month.
Ii. Bank of japan unveils new target
The Bank of Japan unveiled possibly the biggest news to the market in September,
releasing its plan to target 0% for the 10-year JGB yield and an intention to overshoot
its 2% inflation target. The aim is to minimise flattening of the JGB yield curve.
Iii. United states election
Many eyes were poised on the first of the presidential debates with neither competitor
giving much ground away. Donald Trump became the president elect and the markets
recovered from the volatility leading up to the election.
Iv. Global growth moderating
Global growth according to the International Monetary Fund (IMF) is projected to
slow to 3.1% for 2016 before recovering to 3.4% for 2017, revised down 0.1% from

the April forecasts. The revision reflects a more subdued outlook for advanced
economies.
V. Australian markets muted
Australian shares felt the flow-on from global developments before finishing the
month marginally ahead. The S&P/ASX 300 rose 0.5% for the month. Philip Lowe
didn’t surprise markets in his first meeting as Reserve Bank of Australia (RBA)
Governor, the board decided to leave the cash rate unchanged at 1.50%.

FINANCE
Thinking of buying a new vehicle?

We remind clients that car dealers play many tricks with new car prices, trade values
and in-house finance in order to spruik up their ‘deal’ and at the same time extract
maximum profit. We are in a position to advise you on how to get the best actual deal
when trading.

Planning points:


Find your new vehicle / plant



Negotiate a cash price



Call us for effective financing of the deal

SPECIAL TOPIC – Retirement: How much is enough?

Predicting exactly how much you’ll need in retirement can be difficult. To help you
understand, the Association of Superannuation Funds of Australia (ASFA) has put
together a ‘Retirement Standard’ guide which factors in lifestyle and spending habits
from health to household goods. By using this guide you can discover if you are on
track to meet the retirement lifestyle you really want – whether that’s gardening,
extraordinary travel adventures or just spending more time with the grandkids.
So how much is enough?
ASFA predicts a couple – around 65 years of age – will need $34,064 per year to live
modestly, jumping to $58,922 annually for a comfortable lifestyle. For singles
$23,651 is needed for a modest lifestyle, or $42,893 living comfortably.
While living modestly or comfortably are subjective measures, ASFA considers living
comfortably to include private health, reasonable clothes and car, dinner out once or
twice a week, as well as domestic (and some international) travel. However for both a
modest or comfortable lifestyle ASFA assume you have reasonable health and own
your own home.
What’s this as a lump sum?
Bringing together a variety of sources – including the ASFA Retirement Standard –
the independent superannuation resource, Superguide.com.au, have calculated what
lump sum you might need for both a basic and comfortable lifestyle in retirement.

Type of
retirement

If Lump Sum Returned 5%

If Lump Sum Returned 7%

Lump sum
needed if
receiving no
age pension

Lump sum
needed if
receiving Age
pension

Lump sum
needed if
receiving no
age pension

Lump sum
needed if
receiving Age
pension

Single – basic
lifestyle

$446,000

$21,000

$370,000

$17,000

Single –
Comfortable
Lifestyle

$810,000

$510,000

$670,000

$370,000

Couple – Basic
Lifestyle

$645,000

0

$530,000

0

$1,12 Million

$530,000

$920,000

$420,000

Couple Comfortable
Lifestyle

Where do you stand today?
The retirement gap – that is the gap between your savings and what is required for a
comfortable lifestyle in retirement – is real. Running since 2001, the Household
Income and Labour Dynamics in Australia (HILDA) survey report interviewed more
than 17,000 individuals from over 9,500 households.
For males aged 61 to 64, median super balances have grown from $147,333 in 2001 to
$284,980 in 2014. For women in the same age group median super balances have
grown from and $61,908 in 2001 to $188,501 in 2014 – well below what is required to
be self-sufficient in retirement. For many in this group there is the expectation of
receiving the age pension to support their retirement.
The HILDA survey and ASFA findings both reinforce the value of making extra
contributions to your super. In the following table, ASFA shows that for someone
earning $50,000, making 12 per cent contributions (up from 9.5 per cent), which is as
little as $20 extra a week, will add more than $50,000 to their super over 30 years.

Contribution levels

Salary of $30,000

Salary of $50,000

Salary of $100,000

9.5%

$116,000

$193,500

$387,000

12%

$146,000

$244,000

$487,000

The Government porposal to allow deductions for personal super contributions should make this
strategy more attractive and acheivable for many employees.
BACK TO TOP
# Acknowledgement: We wish to acknowledge Mercer Investments (Australia) Limited as the source of the information used in the preparation of this
newsletter. The economic and investment analysis content of this newsletter is based on their latest published Market Valuation & Economic Review for
October 2016.
DISCLAIMER: THIS NEWSLETTER HAS BEEN PREPARED FOR THE GENERAL INFORMATION ONLY OF STAFF AND CLIENTS OF NASH SOLUTIONS PTY LIMITED, CHARTERED ACCOUNTANTS
AND FINANCIAL PLANNERS. THE ISSUES RAISED ARE OF A GENERAL NATURE ONLY AND ARE NOT MEANT TO BE TAKEN AS ADVICE OR RECOMMENDATIONS AS THEY SUBJECT TO
CHANGE AND MAY BE UNSUITABLE TO YOUR SPECIFIC CIRCUMSTANCES. YOU SHOULD SEEK PROFESSIONAL ACCOUNTING, TAXATION, FINANCIAL PLANNING AND / OR LEGAL ADVICE
BEFORE ACTING ON ANY OF THE MATTERS RAISED HEREIN. TO THE EXTENT PERMITTED BY THE LAW, NASH SOLUTIONS PTY LIMITED, LIFESPAN FINANCIAL PLANNING PTY LIMITED,
MERCER, OTHER CONTRIBUTORS AND REFERENCES AND ALL OFFICERS AND STAFF OF THESE ENTITIES DO NOT ACCEPT ANY LIABILITY TO ANY PERSON ACTING ON THE BASIS OF THE
CONTENTS OF THIS NEWSLETTER

CONTACT

Grahame Nash

Brendon Colville

Director. Chartered Accountant. Financial Planner

Client Services Manager. Financial Planning

E: grahame@nashsolutions.com.au
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“Cashflow is critical for business growth and survival. Is
your business generating the returns you require and is it
maximising your wealth?”
Nash Solutions Business Services can assist you with:
Accounting, book-keeping and day to day
business administration services
Taxation advice, including:

Year-end tax planning

CGT and business rollovers

GST

Negative Gearing
Small Business advice, including:

Structuring

Incorporation and company secretarial
services

New business start up

Business acquisitions and valuations

Business Sale
Tax return and BAS preparation
Superannuation, including:

Self Managed

Employer Superannuation Funds

CGT rollovers on sale of business

Business analysis, including:

Financial Analysis

Management accounting
Business planning, including:

Financial Analysis

Management accounting
Financing, including:

Review of current finance
arrangements

Equipment and motor vehicle finance
Computerised Records, including:

Accounting related assistance
generally

MYOB software and computer support

Banklink
Audits

Self Managed Super Funds

Clubs and Associations

Companies

“Savings plans are necessary to ensure sufficient funds
are available for your retirement. Will you live the
comfortable retirement you dream of?”
Nash Solutions Financial Planning Services can assist you with:
Children’s education plans, including

Imputation Bonds
Direct Share Investment
Superannuation, including:

Individuals

Employer group policies

Self Managed Superannuation Funds
Personal Insurance, including:

Life

Total & Permanent Disablement

Income Protection

Finance, including:

Debt consolidation

Housing & Commercial Loans

Investment Loans

Vehicle, Plant & Equipment
Wealthvue retirement and lifestyle
planning analysis

Income streams and capital
drawdowns

Centrelink benefit planning and
analysis for age pension retirees
Estate succession planning
Aged Care Planning

“3 in every 4 Australians will be diagnosed with a serious
illness during their working life and will spend many
months off work. Will your family live in poverty?”

