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Issue No 99 – February 2014
What Will 2014 Bring?
Happy New Year and all the best for a successful operation throughout 2014!
There is still a lot of uncertainty in business circles all around Australia, as to what is going to happen during 2014. Unfortunately,
we will probably not know the key political decisions of the Abbott government, until the Federal Budget is delivered in May 2014.
On the bright side, it appears that the Chinese market will continue to perform strongly and there will be continual growth
throughout most of Asia.
At its February 2014 meeting, the Reserve Bank decided to keep interest rates at 2.5%, and the general expectations are that
interest rates will not go any lower and will start to rise later in the year.
st
The Personal Property Securities Act (PPSA) has become fully operational from the 31 January 2014. Unfortunately, there were
very little official promotions or education programs for SME businesses on how the Personal Property Securities Register (PPSR) will
operate. This has already proved very costly for some businesses, which have lost out in court cases, mainly against liquidators and
receivers. In this issue, we have included two articles on the PPSR. If you are uncertain of what impact this new legislation would
make on your business, please contact your commercial solicitor or ourselves, so that a full review can be undertaken of your
circumstances, and an appropriate system can be developed, to assist you in the decisions that will need to be made on whether to
register a security interest on the PPSR.

It is interesting to evaluate economists’ forecasts on what might occur in 2014. In summary, economists are arguing that the
government should substantially increase the GST charge to around 18%, as a means of reducing the government’s deficit. It will be
interesting to see what happens in the May 2014 Budget.
Economic Forecasts for 2014 calendar year focuses around the following:
•
Real economic growth – 3.2%
•
CPI growth and inflation – 2.9%
•
Federal budget deficit to be around $30B
•
Reserve Bank of Australia Cash Rate – 3%
•
Exchange rate – US$/AUS$ around .85c
As always, cashflow management will be very important. This includes the monitoring of debtors, stock, work in progress and
abiding by bank covenants on any loans or financing which have been negotiated with banks and other financial institutions.
Now is a great time to be preparing business plans and budgets for 2014. If you would like our assistance on any aspect of your
business deliberation, please do not hesitate to contact us.

What’s It Mean?
Terminology – Personal Property Securities Act
Grantor – the party against which that the security interest is registered.
Secured Party – the party that holds the security interest.
Collateral – the party which is secured by the security interest.
PMSI – a Purchase Money Security Interest. The interest secures unpaid purchase price and has a high priority when registered
correctly.
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Characteristics Of A Well Run Business – Part 6
Excellent Staff Management
The success of any business is determined by the attitude of its staff. Is your staff adequately motivated? What factors do you
consider are important to your staff? Various surveys have indicated that the priorities of the staff are not always the same as the
employers. Staff priorities have been identified as:
•
full appreciation of a job well done;
•
job security
•
personal loyalty to the
worker
•
‘feeling in’ on things (ie, being
•
wages at a proper level
communicated to and listened to)
•
sympathetic help on personal problems
•
good working conditions
•
interesting work
•
promotion and growth
•
tactful discipline
Potential staff demotivates have been identified as:
•
inadequate salary
•
problems with working conditions/status, including:
titles
vacation time
interpersonal relations
hours worked
travel
broken promises

-

lack of co-operation/team spirit
manipulation

Some thoughts about Planning
January and February are great times to look at a business plan for the financial year. Planning a business is fundamental to the
business’ success. Why not sit down and give yourself an hour to think about your business?
The first place to start is to review 2013. What was a success? List the successful items.
Now list the activities that didn’t go as well as you hoped they would. What did you learn from the successes and the unsuccessful
items? Have you reviewed your market? Is it the same as what it was in 2013? Do you need to move or expand to a different
location? Are your market demographics changing? Do you understand who your potential customers are? What feedback have
you received from your customers? Are you happy with your customers? Have you asked your customers about the service your
business is providing?
What do your team members think? Have you had a ‘think tank’ meeting with them to examine the results from 2013? What
worked and what didn’t and what do you envisage implementing in 2014. Have you developed a social media strategy? Are you
using it effectively?
If you need assistance on the development of business plans for your business, please do not hesitate to contact us.

Government Grants and Assistance for SMEs
Research and Development – Registration is required by 30 April 2014. An extra tax rebate is available for a company that incurred
more than $20,000 on Research and Development activities for the year ended 30 June 2013. If you wish to claim the rebate, you
must register with AusIndustry prior to the 30 April 2014 or the date of lodgement of the company’s income tax return, whichever is
the earlier. If you are conducting ongoing Research and Development activities, you still have to register by the 30 April each year.
The Research and Development Tax Rebate for companies with turnovers under $20M is 45% of the eligible research and
development expenditure which can include salaries of team members who have been legitimately engaged in research and
development project activities. If the company is trading at a loss, you can be paid the Research and Development Tax Rebate as a
cash amount within 30 days of lodgement of the company’s income tax return.
If you would like assistance, relative to completing the Research and Development Application Form and lodgement with
AusIndustry, please do not hesitate to contact us.

PPSR – Now Fully Operational
The Personal Property Securities Act (PPSA) became fully operational from the 31st January 2014. This means that the Personal
Property Securities Register (PPSR) is now fully operational.
The PPSA allows a ‘security interest’ in personal property to be registered and searched by anyone at any time. ‘Personal property’
applies to everything, except land and buildings. Whilst there is no compulsion to register any asset with the PPSR, if you don’t
register assets to which the legislation has deemed a requirement, you could end up losing those assets (even though you paid for
those assets) to someone else who has a superior claim to you, because they have registered in accordance with the PPSA. That
business will then be lawfully able to sell the asset for which you have paid and utilise proceeds, as contribution towards payments
to secured creditors.
Virtually every business will be affected by this legislation. If you have not seen your commercial solicitor for advice on your ‘Terms
of Trade’ and the ‘Retention of Title’ clauses (‘Romalpa Clauses’) included within your tax invoices, there is a strong possibility that
you are not complying with the PPSA legislation. As your accountants, we are able to assist you in implementing appropriate
systems for the management of transactions that should be considered for registering the security interests on the PPSR.
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PPSR – Now Fully Operational (continued)
There have been major legal decisions, which have cost people, who thought they owned the assets but had not registered on the
PPSR during the two-year transitional period. To their utmost dismay, they have found that the law didn’t recognise their
ownership. In the case of WOW Sight & Sound, the business went into financial difficulties and many of the suppliers, who had
supplied stock and consignment stock to WOW Sight & Sound stores, did not register their interest in the stock they supplied with
the Personal Property Securities Register. The liquidator was able to register the stock items that were in the premises at the time
of their appointment, thus the ‘owners’ of the stock did not have a priority. As a result, the suppliers lost a large amount of money.
In the QES case, QES placed plant and equipment on someone else’s property, which went into liquidation. QES did not register
their security interest on the PPSR, and the liquidator was able to claim that plant and equipment, and sell it for the benefit of the
secured creditor.
In the Kentor Minerals case, a business supplied a tank worth $300,000 to Kentor Minerals, which then went into liquidation. The
owner of the tank did not register their security interest on the PPSR, and they were unable to claim a priority on the tank. The
liquidator was able to sell the tank for the benefit of the secured creditor.
This legislation is very important; if you have any questions as to how the legislation operations might affect your business, please
do not hesitate to contact us.

Some of the Businesses Affected by PPSA
The Personal Property Securities Act (PPSA) will affect a wide range of businesses. Some of the key issues businesses which have
transactions that could be registered on the PPSR include:
•
retention of title clauses (‘Romalpa Clause’);
•
Terms of Trade – both of these documents should be drafted by a commercial solicitor, who will ensure they comply with the
PPSA;
•
businesses operating in leased premises should seek legal advice on registering a security interest over plant, equipment,
furniture, stock etc., that is situated on the leased premises; and
•
another potential problem is preferential payments that may have been paid to your business. To protect yourself, you will
need to seek legal advice on your Terms of Trade documents and the lodgement of a security interest on the PPSR.
Some of the businesses, which will be affected by the PPSA, include:
•
restaurants, shops, offices, warehouses that are being leased from their owners;
•
retail shop – retention of title clauses for credit sales;
•
trades and sub-contractors – registration of security interests on tools, equipment, vehicle and machinery left on a third party
workplace - gaining access to leased premises to retrieve tools, equipment, vehicles etc;
•
risk of preferential payment claim by a liquidator, relative to leasing of furniture, fittings, equipment etc., that has been
supplied to a third party e.g. a builder;
•
wholesaler supplier – retention of title clause and registration of security interests for stock sold and not yet paid for and
consignment stock;
•
horses and other livestock that have been leased to a third party - registration of your security interest;
•
farmers – crops – registration of a security interest in farm produce stored on someone else’s premises; and
•
equipment renters – registration of security interest.
In addition, other businesses will need to consider the PPSA legislation include:
•
motor vehicle dealers;
•
ingredient suppliers;
•
water craft including boat owners;
•
artists for paintings and other works of art;
•
livestock on agistment;
•
equipment such as harvesting equipment stored at someone else’s property;
•
share farmers;
•
designers;
•
automotive spare parts suppliers;
•
second hand motor vehicle dealers; and
•
pawn brokers;
•
second hand dealers.
The type of transactions potentially effected by PPSA include:
•
businesses buying assets – check the PPSR to
•
service entity arrangements
see if there is any encumbrances on the asset
•
leasing goods – the legislation has introduced the term PPS Lease;
you are proposing to purchase;
•
leaving property at someone else’s premises; and
•
supplying goods on credit;
•
dealing with your business’ intellectual property.
•
consignment stock;
The PPSA represents a very large change in commercial law, with some people claiming it is the biggest change in the last 200 years.
If you have any concerns on your business transactions and how they might relate to the PPSA legislation, our recommendation is
that you consult your commercial solicitor for advice on Retention of Title clauses and Terms and Conditions of Trade. Please
contact us for a discussion relative to the implementation of an appropriate system, for the PPSR, for your business.
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Businesses Entities – Unit Trusts
A ‘unit trust’ is different to a discretionary trust (refer Issue 98 – December 2013). Many small business operators use unit trusts for
their business operations. In a unit trust, a beneficiary has a fixed interest with a designated number of units similar to a
partnership. The beneficiary is called a ‘unit holder’, and is entitled to a distribution of income, in accordance with the percentage of
units held in the unit trust. It is not unusual in a unit trust for there to have been a payment made for units allocated. A unit trust is
normally used when there is more than one family or group of people involved in a business operation.
The unit trust needs a trustee. A trustee can be a company or, at least, two individuals. The trustee is responsible for all day to day
activities of the trust. The activities of the trust are governed by the trust deed. A ‘discretionary trust’ is maintained by the trustee.
This records the name, address and number of units owned by each unit holder.
A unit trust can operate virtually any type of business. In normal circumstances the unit trust does not pay income tax. The trustee
must ensure there has been a distribution of the taxable income to the unit holders, in accordance with the percentage they hold in
the unit trust. If the trustee does not make a distribution, then the trust has to pay income tax at the penalty rate of 46.5%.
There are special laws relating to unit trust losses and bad debts incurred by a unit trust. An example of a unit trust flow chart –

SETTLOR
(1) Settles the trust - plays no
further role)
APPOINTOR

TRUSTEE

(4) Named in the Trust Deed - has the power
to change the Trustee

UNIT TRUST

A
30%

B
25%

C
25%

BUSINESS OPERATED
BY THE TRUST

D
20%

(3) Beneficiaries with fixed entitlement of
income and capital.

If you have any questions on any aspect of the operations of a unit trust, please do not hesitate to contact us.
WANT TO KNOW MORE?
Additional information on the articles contained within this issue of Business Plus+ is available by contacting
christie@lewistaxation.com.au. You might be interesting in requesting any of these additional informational papers:
•
•
•

Unit Trusts
Accounting Terminology
Characteristics of a Well Run Business

•
•
•

Why Do Strategic & Business Planning?
R & D Tax Incentives
Personal Property Securities Register

An Important Message
While every effort has been made to provide valuable,
useful information in this publication, this firm and any
related suppliers or associated companies accept no
responsibility or any form of liability from reliance upon or
use of its contents. Any suggestions should be considered
carefully within your own particular circumstances, as they
are intended as general information only.
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