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Introduction

Welcome to the "Mastering Tax Planning" guide, designed
specifically for small business owners. At Third Space
Accountants, we understand the critical role tax planning plays
in your business's success. This guide will help you understand
tax planning's essentials, benefits, and strategies, empowering
you to make informed decisions for your business's financial
health.

What is tax planning?

Tax planning involves strategically analysing your financial
situation to ensure maximum tax efficiency. It’s not just about
minimising your tax liability; it's about aligning your tax
strategy with your business goals. Effective tax planning
provides clarity and control over your finances, allowing you to
focus on growth and sustainability.



Cash Flow Management

By forecasting tax liabilities, you can better manage cash flow,
ensuring you have the funds available when needed.

Financial Clarity

Knowing your tax obligations a year in advance helps in
budgeting and financial planning, reducing surprises and stress.

Tax Savings

Proactive tax planning can lead to significant savings, freeing
up resources for reinvestment in your business.

How does tax planning
help your business?



Superannuation Contributions
Make additional super contributions to lower taxable income
while securing retirement funds. 

Example: By contributing an additional $10,000 to their
superannuation fund, a business owner can reduce their
taxable income by the same amount. This results in a tax
saving of $2,500 at the 25% tax rate.

Investment in Assets
Investing in business assets can be a tax-efficient strategy
through depreciation benefits.

Example: Purchasing a $60,000 vehicle for the business can
lead to a $15,000 depreciation deduction in year 1. This
results in a direct tax saving of $3,750 at the 25% tax rate.

Key tax planning
strategies



Key tax planning
strategies

Structuring Your Business
Choosing the right business structure is crucial for tax efficiency
and operational flexibility. Company, Trust or Sole Trader.

Example: A company earning $200,000 would pay $50,000
in tax at a 25% rate. This structure also allows for
reinvestment of profits at a lower tax rate compared to
higher personal tax rates.

Example: A sole trader earning $200,000 might pay
significantly more in tax, depending on personal tax
brackets, which can go up to 45% for high-income earners.

Tax Deferral Strategies
Implement strategies to defer income or accelerate expenses,
reducing current-year tax liabilities.

Example: By deferring $30,000 of income to the next
financial year, a business can delay the tax liability on that
amount. This can aid in managing cash flow and may result
in strategic tax savings when combined with other planning
measures.



Key tax planning
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Income Splitting through Trust Distributions
Trusts offer a flexible way to distribute income among family
members, potentially reducing the overall tax liability. By
allocating income to family members in lower tax brackets, you
can optimize tax efficiency.

Example: Suppose a family trust earns $120,000 in income.
The trust can distribute $30,000 each to four family
members, such as a spouse and adult children, who are in
lower tax brackets. If these family members have no other
income, they might pay little to no tax on their share,
resulting in substantial tax savings for the family as a whole.



Implementation and
Review

Implement these strategies with professional advice tailored to
your specific circumstances. Regularly review and adjust your
tax strategies as your business evolves, ensuring continued
efficiency and compliance.

Effective tax planning is crucial for your business's financial
health. It not only saves money but also provides peace of
mind, allowing you to focus on what you do best—growing
your business. We're here to help you navigate this complex
landscape with confidence.



CONTACT US

Contact us for a consultation to see how we can support
your business.

07 3547 4910

third_space_hq

hello@thirdspacehq.com

www.thirdspacehq.com


