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Valuing Synergies in Strategic
Acquisitions by Robert Lister

Strategic buyers should be looking to acquire
firms for a price lower than the sum of their
targets stand alone value plus the sum of
the calculated synergies. On the sell-side,
it’s important for business owners and
management to be aware of the value of
potential synergies in order to best negotiate
with potential acquirers. As a seller, it’s
necessary to try and negotiate a price as close
as possible to that of the sum of the firm and
potential synergies.
Revenue Synergies
Revenue synergies are derived from two
companies selling more than they would have
as separate entities. This can be ascertained
through a number of methods such as
cross-selling, gaining access to new markets,
rebranding, distributing similar products, higher
margins from reduced competition and many
more. When calculating revenue synergies
it’s important to undertake a thorough due
diligence and understand each company’s
target market, particularly if calculating crossselling synergies.
Cost Reduction Synergies
Cost reduction synergies are generated from
reduced costs and improved cost efficiencies.
The most obvious synergies are through
economies of scale in areas such as better use
of office or factory space, but also includes
reduction in employee numbers to avoid the

VICKY LI

JUNE 2018 l Winter Edition

duplication of work, which is most common for
administrative and back-office roles.

WATCH OUT!
Changes to
the Small
Business CGT
Concessions

Asset Reduction Synergies
Asset reduction synergies arise from assets
that are no longer required when firms merge
their teams. Often less efficient plant or more
isolated headquarters are sold off, generating
cash for more efficient expansion.

Position… Accounting Assistant
The best thing about my job is…
Nice people and nice coffee!

Tax Reduction Synergies
Tax reduction synergies can require highly
specialised tax advice. The most obvious
tax reduction can be through increased
depreciation tax shields. A more complex, but
also potentially more lucrative synergy can be
that of transferring losses to the merged firms
profit and loss statement which can generate a
significant tax saving.
DCF Analysis
This is not a type of synergy, but the most
widely used and necessary way to calculate
the impact of a synergy into the value of a
business. In short, the sum of all the above
mentioned synergies equals the free cash flow
they generate after tax, less investments in net
working capital, divided by 1 + the weighted
average cost of capital.

I love coming to the office
everyday because…
It is a positive and collaborative
environment, where I meet challenges
and learn different things every day.
When I am not at the office my
favourite thing to do is…
Painting nails, and playing
Battlegrounds -- ‘Winner Winner
Chicken Dinner! ’
On my next holiday I am going to…
Queenstown, New Zealand. Hope I will
try bungee jumping. But I know I don’t
dare…
The last movie I saw was…
‘Hacksaw Ridge’ and ‘Coco’.

Conclusion
Ultimately, when acquiring or merging a
business, calculating, and then realizing
synergies is arguably the most crucial step in
ensuring the process is successful. Companies
that fail to do this when selling or acquiring are
not maximizing their potential, and running the
process at a higher risk.
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or completeness of the Material. No reader should act on the basis of any matter contained in this publication without first obtaining specific professional advice. Liability limited by a scheme
approved under Professional Standards Legislation. The Quinn Group respects your privacy. Should you not wish to receive this newsletter in the future please contact us on 1300 784 667.

1300 QUINNS (1300 784 667)

© 2018 The Quinn Group (Australia) Pty Ltd.

Synergies are the basis of most strategic
business acquisitions, thus valuing and
understanding synergies on both the buy and
sell-side of transactions is a crucial negotiating
tool for any successful transaction.
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and why should you know it?
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From the Desk

Make the Most
of Instagram
to Build your
Brand

Marketing News

by Andriana Grbevska

Instagram is one of the largest and most
popular visual based social media platforms
around with millions of businesses using this
platform to boost their brand’s exposure and
interaction with their customers. With our
easy tips below you too can build your brand
on Instagram.

Keeping the busy professional informed.
MICHAEL QUINN
Welcome to the June 2018 Winter issue of
The Quintessential Brief.
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In this newsletter we discuss a range of legal,
accounting and taxation issues that are of
interest to the individual and business owner.
In this issue of The Quintessential Brief, our
legal section focuses on the Capital Gains
Tax on holiday homes and the implications
that occur when selling your holiday home.
Our second article discusses the ins and outs
of trust vesting and its importance.
We have a special contribution from the
experts at Quinn M&A on valuing synergies
and how important it is to know both the sell
and buy side of transactions for the best
negotiation tool.
In our accounting section, we have provided a
case study on what happens when a person
understates their income. We have also
created an article about changes to the small
business Capital Gains Tax concessions and
how this affects business owners.
Our small business section features an article
on taking steps to easily create a happier and
healthier brand as well as 4 ways to increase
productivity for yourself, your employees and
your brand for a successful business.
In marketing news, we feature a contribution
from Clarity Marketing with two informative
articles. Want to make the most of your
business Instagram account? We’ll show
you how to build your business brand on
Instagram and the benefits for your business.

www.quinns.com.au

In the second article we discuss how to
create long lasting customer relationships
online.
We hope you find the information in this
Quintessential Brief useful. If there are any
legal, tax or accounting issues you would like
us to write about in future editions, please
contact us on (02) 9223 9166. Alternatively,
you can visit our website www.quinns.com.
au and submit an online enquiry. You can
also register online to receive the latest legal,
accounting and financial news updates each
week via our Client EAlerts.

Kind regards,
Michael

Profile Picture and Bio

How to Create Customer
Relationships Online

by Andriana Grbevska

Technology has enabled us to easily reach
out to potential customers, though retaining
them and creating a long-lasting relationship
can take some time and effort. Traditional
media outlets such as TV, radio and print
talk at target audiences while online media
is more interactive and advantageous for
businesses to express their personality to
the audience. Your audience can respond to
posts and you can respond back. We have
some helpful tips for you to incorporate into
your marketing plan to build long-lasting
customer relationships online;
Spotlight on customers to show how
much you appreciate their feedback,
likes and shares by sharing top fans
that engaged, new ideas suggested
by customers, customers using your
product/service and testimonials.
Make sure response times are fast as
fans expect real-time responses.
Respect the relationship you build with
your audience as a meaningful experience
as they are worth more than a sale. The
more you learn about them the better
equipped you become to offering them
what they want.
Personalise the experience for your fans
by signing off comments with a name,
showcase behind the scenes and your
team and address comments with a fans
name.

Make feedback your best friend by
responding to both positive and negative
comments. Help your company grow by
using feedback as a call to action for
change.
Use a variety of content so that you aren’t
repetitive which can be boring. Include
stories, tips, advice, Q&As, behind the
scenes, company culture, interviews,
quotes and events.
Online competitions are an excellent
tactic to reward your fans for their support
and grow your following.
Thank your customers publically! It’s a
small action that will mean so much to
your fans as well as build trust and loyalty.
To form strong online customer relationships
you need to listen to their feedback, what
they want and develop personal interactions
and offerings that they will appreciate and
build trust with your business.
If you would like assistance to build
relationships with your customers
online please email us on
info@claritymarketing.com.au.

E: info@claritymarketing.com.au
www.claritymarketing.com.au

Choose a profile picture that aligns with your
brand. For many companies it is usually their
logo. Make this image consistent through
all of your social media platforms and use
the same colours to be easily identified by
followers. Your bio is a short description
about your business and can include your
product/service offerings, your business
motto, location, phone number and most
importantly a link to your website. Make your
bio clean and to the point. If it’s too long
people will lose interest.
Curating Photos
Find inspiration that will wow viewers to
like, comment and follow your page. Ensure
photos have a point of focus whether
this is a particular product you’re selling,
service results or additional content such
as customer reposts, feedback, quotes or
specials. The key to standing out amongst
other profiles is to keep yours unique by
using whatever inspires you and being as
creative as can be to share your message in
a visual manner.
Editing for Brand Consistency
Using the same colours, text, image size and
image filter provides consistency. Have a
play around with filters and editing features
within the Instagram app to find what best
works for you.
Posting
Put time into your captions and hashtags to
build a storyline instead of a sales pitch as it
relieves the pressure of viewers feeling like
they must buy something, which also deters
them from liking and commenting.

1300 QUINNS (1300 784 667)
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Small Business News

Simple Steps
for a Healthier
and Happier
Brand
by Andriana Grbevska

We’re halfway through the year now so it’s a
perfect time to give your new year’s business
resolutions a review. Studies show merely
8% of people keep their resolutions and of
that percentage the ones who succeeded
kept their goals simple and didn’t make it an
overwhelmingly difficult task.
If your brand direction has changed recently,
your offerings are different or even if your target
market has changed, it’s time to re-evaluate
your brand’s goals to identify what is and is not
working by conducting a brand audit.

A brand audit assists in looking closely at
each section of your business to analyse and
review your brand offerings. By evaluating
your target market, brand messaging, pricing,
sales and marketing to set realistic and
achievable goals.
Below we have some general questions that
will help to create an audit to evaluate your
brand.
What area of your brand/business is
thriving?
Are there any areas of your business that
you aren’t happy with right now?
What big change would you like to see in
the next 12 months?
Begin by describing your target audience
and evaluate whether your visual brand
and communication techniques appeal to
them. Identify the most successful forms of
communication that worked well and why.

Legal News

not as popular. Place these side by side to
evaluate, they may not be what your target
audience wants or is too expensive.
Finally, list what platforms your brand is on,
what content is receiving the most interaction
and compare each marketing platform content
to previous campaigns to evaluate what
tactics work for your brand.
After reviewing your current brand’s standing,
create steps for big change that you first
identified in the general questions section.
Micro steps are great so you don’t feel
overwhelmed by the amount of work that
needs to be accomplished.
The brand audit structure first identifies what
is currently happening within the business and
the second half narrows down what your next
steps need to be to change direction for a
happier and healthier brand that will strive.

Create a list of your top selling products/
services with pricing and compare what is

4 Ways to Increase Productivity by Andriana Grbevska
Get from planning to doing faster with our
top productivity tips to get where you are
to where you want to be in no time.
1. Time Management Hacks
Manage yourself before you begin to
manage your business to understand
the concept of planning and timing. Your
willpower, motivation, habits, goals,
decision-making and comfort zone all
play a part in how you manage your time
including compromise to achieve your
main goal and your response in times of
stress or crisis.
2. Personal Strategies
Increase your willpower by meditating,
taking time to plan your schedule and
forgive yourself for past failures, as this
does not determine your future. Become
motivated by writing down why you want
to reach your goal/s as once written
down and placed in a easily visible spot
accountability is created. Motivation gets
you started but habits can get in the way
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so plan to change a bad habit through a
cue, routine or reward and create a new
habit through the momentum behind
your motivation. The easiest way to set
effective goals is to make them specific,
measurable, attainable, realistic and
timely which is know as the SMART
tactic.
3. Work Strategies
Define your vision to your team so
everyone understands the business goal.
Working remotely can help to remove
you from distractions and focus on work
at hand. Project management needs to
be clearly stored and delegated to avoid
confusion for optimum productivity.
Create effective meetings by identifying
the need for a meeting, who needs

www.quinns.com.au

to attend, expected length, required
preparation and who needs to be
informed after so a team meeting doesn’t
become unproductive.
4. Convenient Tools
There are a variety of productivity apps
to choose from and each work differently
depending on your needs. A few good
ones include Basecamp for project
management, Wunderlist for to-do lists
and Slack for team communication.

What is your
trust's vesting
date and why
should you
know it?
by Michael Quinn

Missing the vesting date of your trust can have
serious tax and trust law implications.
What is the vesting date?
The vesting date is the date upon which the
trust will end, and in almost all cases this date is
specified in the trust deed.
You cannot change the vesting date of a trust
after that date has passed. Generally the vesting
date can be extended prior to it being reached
without adverse consequences, however:

1. it cannot be extended to a date that is
more than 80 years from the date the trust
commenced;
2. the trust deed must allow the extension:
you must ensure the terms of the trust deed
are complied with in the event you change the
vesting date (whether by an express power to
bring forward the vesting date where the default
vesting date is 80 years; and
3. the vesting date may be an essential feature
of the trust, in which case varying it should be
carefully considered in case doing so will give
rise to 'resettlement' issues.
What happens on the vesting date?
The relevant beneficiaries become absolutely
entitled to the property of the trust: that is, the
interests in the trust property become fixed and
vested in the relevant beneficiaries.
The powers of the trustee change when
the trust vests. For instance, in the case
of discretionary trusts the trustee loses its
discretion to distribute income or capital of the
trust and the relevant beneficiary can call for its
fixed entitlement to be paid.

Why does the vesting date matter?
Vesting of a trust may create capital gains tax
(CGT) and income tax obligations. There are
a number of CGT events that may occur and
income tax implications that may arise and these
include:
1. if the trustee and the relevant beneficiaries
(who on vesting have a fixed interest) agree that
the trust assets will be managed as if the trust
has not vested, then this may amount to CGT
event E1, whereby a new trust is created over
the trust assets starting from the vesting date;
and
2. if the assets vest in a single beneficiary on
the vesting date, then CGT event E5 happens
when the beneficiary becomes absolutely
entitled to the trust asset as against the trustee.
You should seek advice from us on whether the
vesting of your trust will have CGT or income tax
consequences. The tax implications will depend
on the terms of your trust deed.
If you need help in this regard, please contact
one of our lawyers.

Holiday homes ARE subject to Capital Gains Tax!
by Michael Quinn

If you own a holiday home, you can only claim
tax deductions for expenses to the extent the
home is rented out or genuinely available for
rent. Even if you don't rent it out, there are
capital gains tax implications when you sell it.
Holiday homes – not rented out
If you own a holiday home and do not rent
out the property, you do not include anything
in your tax return until you sell it. Make an
appointment with us to see what can and can’t
be offset against the sale of your holiday home
to legally minimise its capital gain.
Holiday homes – rented out
If you rent out your holiday home, you can
claim expenses for the property based on the
proportion of the income year it was rented out
or was genuinely available for rent.
You have to apportion your expenses between
periods of:
genuine rental
use for private purposes – such as when
you use it yourself, or allow your family,
relatives or friends to use it free of charge

use by family or friends when you charge
less than market rent.
Holiday homes that are not genuinely
available for rent
Expenses are only deductible if your holiday
home is genuinely available for rent. Factors
that may indicate a property is not genuinely
available for rent include:
only advertised for rent at your workplace,
by word of mouth or on social media
groups
outside annual holiday periods when the
likelihood of it being rented is low
location, condition, or accessibility to the
property, mean that it is unlikely tenants will
seek to rent it
placing unreasonable or stringent
conditions on renting the property that
restrict the likelihood of the property being
rented out, such as:
- setting the rent above the rate of
comparable properties in the area
-		 placing a combination of restrictions on
renting out the property, such as
requiring prospective tenants to provide

references for short holiday stays and
having conditions like "no children" and
"no pets".
- setting the minimum night stay to five but
booking Friday-Sunday for personal use
or you refuse to rent out the property to
interested people without adequate reasons.
These factors generally indicate you do not have
a genuine intention to make income from the
property and may be reserving it for private use.
Claiming deductions
If you rent out your holiday home and also
use it for private purposes, your expenses are
apportioned on a time basis. You cannot claim
deductions for the proportion of expenses that
relate to the private use.
If your holiday home is rented out to family,
relatives or friends below market rates, your
deductions for that period are limited to the
amount of rent received. Note that from 1 July
2017 you can no longer claim travel costs
that relate to you collecting rent, inspecting,
maintaining and making repairs to the property.

1300 QUINNS (1300 784 667)
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important dates

11 June

NSW Queen's Birthday
Public Holliday
30 June

End of 2017/2018
Financial Year
9 July

NSW School Holidays Begin
24 July

NSW School Holidays End
28 July

Quarter 4 (Apr – Jun 2018)
• BAS due
• GST instalment due
• PAYG instalment due
• Superannuation
Guarantee Contributions
to be made

6 August

Bank Holiday

Secure Your Wishes
With A Valid Will
A Will is one of the most important documents
that you will sign in your lifetime. Creating a
valid Will is not as simple as most people think,
and as a result we advise that it is not wise
to utilise the 'home-made' or 'newsagent's'
Will. This document will state how you wish
for your assets to be distributed after death,
as well as other provisions such as the care
of your children if they are under 18 and any
other special requests. Simple mistakes, such
as style of wording, signing incorrectly or not
having the Will witnessed properly can cause
a Will to be invalid. If your Will is not valid, it
cannot be guaranteed that your final wishes
will be carried out as you have requested.
To make this process easier and to reduce
the risk of your most precious people and
possessions in life not being taken care of
or distributed according to your wishes, The
Quinn Group has introduced the Will Kit. This
handy, easy to use kit contains simple stepby-step instructions to help you provide the
necessary information required to draft your
Will. Once we have received the completed Will
Kit containing your information, we prepare a
draft Will and forward it to you for your review
and consideration. Should it be in accordance
with your instructions, arrangements can be
made for executing (signing) it in compliance
with legislation. Upon completion, we can store
your Will in our Safe Custody holdings.

1 October

Labour Day

25 December

Christmas Day
26 December

Boxing Day

The Will Kit also contains a booklet of
information about Wills, Estate Planning, Power
of Attorney and Enduring Guardianships, which
will help to further inform you of exactly what
the Will you are creating represents.
As an added convenience for you, we also
provide our To Those That I Love booklet which
has been created as a way to accurately detail
your personal wishes, life’s achievements,
and other personal and estate information.
Once completed, we can also hold this for you
together with your Will in Safe Custody.
Here at The Quinn Group our experienced
team of lawyers are able to assess your
individual situation, discuss your options and
ensure that you are totally satisfied with, and
understand the content of your Will. Quinns
can also store your Will in our Safe Custody at
no additional cost. To find out more information
or to speak to us about preparing or reviewing
your Will visit our website
www.quinns.com.au to submit an online enquiry
or call us on 1300 QUINNS.

BY M ICHAE L QU I N N

WHEN: by Daniel H. Pink
My latest read was When by Daniel H Pink which looks into how timing plays a major role in
our lives and why it is important to learn more about timing and the effects it can have. Studies
show that positivity and happiness peaks in the morning, drops in the afternoon and rebounds
in the evening, which directly impacts, our daily routine. The key to working around the morning
peak, afternoon trough and evening rebound is to discover your internal clock. Once identified
as a night owl or a lark and knowing when you need to take breaks you will be able to make the
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WATCH OUT!
Changes to the Small
Business CGT Concessions
by Julia Kharlamova

What I'm reading

most out of your day through timing it correctly.

Accounting News

In the 2017-18 Budget as part of its tax
integrity package, the Government announced
that, from 1 July 2017, the tax law will be
amended so that a taxpayer will only be able
to access the Small Business Entity (SBE)
Capital Gains Tax (CGT) concessions in
respect of assets that are used in a small
business, or which represent an ownership
interest in the small business.
Known as the ‘basic conditions’, the following
initial criteria entail three main aspects as
follows:
1. The vendor is a CGT SBE if it carries on
a business with a turnover (including related
parties) of less than $2 million; or if passes the
maximum net asset value test, whereby their
assets, combined with those of related parties,
is no more than $6 million;
2. The shares satisfy the active asset test,
whereby for the majority of the time the shares
have been owned, at least 80% of the assets
of the company/trust have been business
assets (rather than passive style assets); and

3. The CGT concession stakeholder
requirement is met, which broadly requires the
party, or their spouse, to have owned at least
20% of the shares in the company (or units in
the unit trust).
The amendment proposes an integrity rule
which seeks to add three additional basic
conditions, being:
1. A further technical consideration of the CGT
small business entity test, which essentially
tightens how that test is to be applied;
2. Applying a modified version of the CGT
small business entity ($2 million turnover)
test or modified $6 million maximum net
asset value test at the company/trust level (in
addition to applying it at the shareholder/unitholder level); and
3. Calculating the active asset test again,
using a modified set of rules.
The changes will add significant complexity to
determining if concessions can be accessed,
and will mean that many common scenarios
which would have previously been able to
qualify for the concessions will no longer be
able to access the concessions at all.

Don't Understate
your Income and
Keep Good Records

by Michael Quinn

Ms Nguyen was employed as a ‘beauty
technician’ or cosmetologist specialising in nail
care throughout the relevant period.
Ms Nguyen said that her pay varied every week
to reflect the number of hours she worked. She
said she was always paid in cash and she did
not recall receiving pay slips. She also said that
she did not have any other sources of income
because she was too busy working as a beauty
technician to do anything else.
Despite not having any time to do anything else
because she was working, Ms Nguyen stated
that she devoted substantial time to gambling
activities, and she enjoyed some success at
various casinos, including Crown casino.
Ms Nguyen stated that her gambling was the
explanation for the money ‘sloshing’ through her
accounts during the periods in question. As the
gambling was a past-time rather than a business
endeavour, it did not yield assessable income.
The ATO’s views were that deposits into her bank
account were from undisclosed income, rather
than from gambling wins.
Before the Tribunal, Ms Nguyen was unable to
provide sufficient evidence to demonstrate that
she had participated in the gambling activities,
and won money as claimed. For example, she
did not have detailed records of her gambling
activities, flight records and documentary
evidence about expenses that had been paid on
her behalf (by Crown Casino or her employer).
In upholding the commissioner’s assessments
(treating the unexplained deposits as income),
the Tribunal stated:
“The applicant’s evidence is not persuasive. The
objective facts – the churn through the bank
accounts, the absence of contemporaneous
records beyond the bank accounts, and paucity
of corroborating evidence from other witnesses
– do not support her account of her income
and expenditure. Given aspects of her story are
inherently unlikely as I have identified, I do not
think the applicant has discharged her burden of
establishing that the Commissioner’s assessment
was wrong, and that an alternative, more
favourable assessment should have been made.”
The Tribunal also confirmed that administrative
penalties had been correctly imposed at the rate
of 75% for intentional disregard.
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important dates

11 June
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30 June

End of 2017/2018
Financial Year
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6 August

Bank Holiday
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A Will is one of the most important documents
that you will sign in your lifetime. Creating a
valid Will is not as simple as most people think,
and as a result we advise that it is not wise
to utilise the 'home-made' or 'newsagent's'
Will. This document will state how you wish
for your assets to be distributed after death,
as well as other provisions such as the care
of your children if they are under 18 and any
other special requests. Simple mistakes, such
as style of wording, signing incorrectly or not
having the Will witnessed properly can cause
a Will to be invalid. If your Will is not valid, it
cannot be guaranteed that your final wishes
will be carried out as you have requested.
To make this process easier and to reduce
the risk of your most precious people and
possessions in life not being taken care of
or distributed according to your wishes, The
Quinn Group has introduced the Will Kit. This
handy, easy to use kit contains simple stepby-step instructions to help you provide the
necessary information required to draft your
Will. Once we have received the completed Will
Kit containing your information, we prepare a
draft Will and forward it to you for your review
and consideration. Should it be in accordance
with your instructions, arrangements can be
made for executing (signing) it in compliance
with legislation. Upon completion, we can store
your Will in our Safe Custody holdings.

1 October
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The Will Kit also contains a booklet of
information about Wills, Estate Planning, Power
of Attorney and Enduring Guardianships, which
will help to further inform you of exactly what
the Will you are creating represents.
As an added convenience for you, we also
provide our To Those That I Love booklet which
has been created as a way to accurately detail
your personal wishes, life’s achievements,
and other personal and estate information.
Once completed, we can also hold this for you
together with your Will in Safe Custody.
Here at The Quinn Group our experienced
team of lawyers are able to assess your
individual situation, discuss your options and
ensure that you are totally satisfied with, and
understand the content of your Will. Quinns
can also store your Will in our Safe Custody at
no additional cost. To find out more information
or to speak to us about preparing or reviewing
your Will visit our website
www.quinns.com.au to submit an online enquiry
or call us on 1300 QUINNS.
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What I'm reading

most out of your day through timing it correctly.

Accounting News

In the 2017-18 Budget as part of its tax
integrity package, the Government announced
that, from 1 July 2017, the tax law will be
amended so that a taxpayer will only be able
to access the Small Business Entity (SBE)
Capital Gains Tax (CGT) concessions in
respect of assets that are used in a small
business, or which represent an ownership
interest in the small business.
Known as the ‘basic conditions’, the following
initial criteria entail three main aspects as
follows:
1. The vendor is a CGT SBE if it carries on
a business with a turnover (including related
parties) of less than $2 million; or if passes the
maximum net asset value test, whereby their
assets, combined with those of related parties,
is no more than $6 million;
2. The shares satisfy the active asset test,
whereby for the majority of the time the shares
have been owned, at least 80% of the assets
of the company/trust have been business
assets (rather than passive style assets); and

3. The CGT concession stakeholder
requirement is met, which broadly requires the
party, or their spouse, to have owned at least
20% of the shares in the company (or units in
the unit trust).
The amendment proposes an integrity rule
which seeks to add three additional basic
conditions, being:
1. A further technical consideration of the CGT
small business entity test, which essentially
tightens how that test is to be applied;
2. Applying a modified version of the CGT
small business entity ($2 million turnover)
test or modified $6 million maximum net
asset value test at the company/trust level (in
addition to applying it at the shareholder/unitholder level); and
3. Calculating the active asset test again,
using a modified set of rules.
The changes will add significant complexity to
determining if concessions can be accessed,
and will mean that many common scenarios
which would have previously been able to
qualify for the concessions will no longer be
able to access the concessions at all.

Don't Understate
your Income and
Keep Good Records

by Michael Quinn

Ms Nguyen was employed as a ‘beauty
technician’ or cosmetologist specialising in nail
care throughout the relevant period.
Ms Nguyen said that her pay varied every week
to reflect the number of hours she worked. She
said she was always paid in cash and she did
not recall receiving pay slips. She also said that
she did not have any other sources of income
because she was too busy working as a beauty
technician to do anything else.
Despite not having any time to do anything else
because she was working, Ms Nguyen stated
that she devoted substantial time to gambling
activities, and she enjoyed some success at
various casinos, including Crown casino.
Ms Nguyen stated that her gambling was the
explanation for the money ‘sloshing’ through her
accounts during the periods in question. As the
gambling was a past-time rather than a business
endeavour, it did not yield assessable income.
The ATO’s views were that deposits into her bank
account were from undisclosed income, rather
than from gambling wins.
Before the Tribunal, Ms Nguyen was unable to
provide sufficient evidence to demonstrate that
she had participated in the gambling activities,
and won money as claimed. For example, she
did not have detailed records of her gambling
activities, flight records and documentary
evidence about expenses that had been paid on
her behalf (by Crown Casino or her employer).
In upholding the commissioner’s assessments
(treating the unexplained deposits as income),
the Tribunal stated:
“The applicant’s evidence is not persuasive. The
objective facts – the churn through the bank
accounts, the absence of contemporaneous
records beyond the bank accounts, and paucity
of corroborating evidence from other witnesses
– do not support her account of her income
and expenditure. Given aspects of her story are
inherently unlikely as I have identified, I do not
think the applicant has discharged her burden of
establishing that the Commissioner’s assessment
was wrong, and that an alternative, more
favourable assessment should have been made.”
The Tribunal also confirmed that administrative
penalties had been correctly imposed at the rate
of 75% for intentional disregard.
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Small Business News

Simple Steps
for a Healthier
and Happier
Brand
by Andriana Grbevska

We’re halfway through the year now so it’s a
perfect time to give your new year’s business
resolutions a review. Studies show merely
8% of people keep their resolutions and of
that percentage the ones who succeeded
kept their goals simple and didn’t make it an
overwhelmingly difficult task.
If your brand direction has changed recently,
your offerings are different or even if your target
market has changed, it’s time to re-evaluate
your brand’s goals to identify what is and is not
working by conducting a brand audit.

A brand audit assists in looking closely at
each section of your business to analyse and
review your brand offerings. By evaluating
your target market, brand messaging, pricing,
sales and marketing to set realistic and
achievable goals.
Below we have some general questions that
will help to create an audit to evaluate your
brand.
What area of your brand/business is
thriving?
Are there any areas of your business that
you aren’t happy with right now?
What big change would you like to see in
the next 12 months?
Begin by describing your target audience
and evaluate whether your visual brand
and communication techniques appeal to
them. Identify the most successful forms of
communication that worked well and why.

Legal News

not as popular. Place these side by side to
evaluate, they may not be what your target
audience wants or is too expensive.
Finally, list what platforms your brand is on,
what content is receiving the most interaction
and compare each marketing platform content
to previous campaigns to evaluate what
tactics work for your brand.
After reviewing your current brand’s standing,
create steps for big change that you first
identified in the general questions section.
Micro steps are great so you don’t feel
overwhelmed by the amount of work that
needs to be accomplished.
The brand audit structure first identifies what
is currently happening within the business and
the second half narrows down what your next
steps need to be to change direction for a
happier and healthier brand that will strive.

Create a list of your top selling products/
services with pricing and compare what is

4 Ways to Increase Productivity by Andriana Grbevska
Get from planning to doing faster with our
top productivity tips to get where you are
to where you want to be in no time.
1. Time Management Hacks
Manage yourself before you begin to
manage your business to understand
the concept of planning and timing. Your
willpower, motivation, habits, goals,
decision-making and comfort zone all
play a part in how you manage your time
including compromise to achieve your
main goal and your response in times of
stress or crisis.
2. Personal Strategies
Increase your willpower by meditating,
taking time to plan your schedule and
forgive yourself for past failures, as this
does not determine your future. Become
motivated by writing down why you want
to reach your goal/s as once written
down and placed in a easily visible spot
accountability is created. Motivation gets
you started but habits can get in the way
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so plan to change a bad habit through a
cue, routine or reward and create a new
habit through the momentum behind
your motivation. The easiest way to set
effective goals is to make them specific,
measurable, attainable, realistic and
timely which is know as the SMART
tactic.
3. Work Strategies
Define your vision to your team so
everyone understands the business goal.
Working remotely can help to remove
you from distractions and focus on work
at hand. Project management needs to
be clearly stored and delegated to avoid
confusion for optimum productivity.
Create effective meetings by identifying
the need for a meeting, who needs

www.quinns.com.au

to attend, expected length, required
preparation and who needs to be
informed after so a team meeting doesn’t
become unproductive.
4. Convenient Tools
There are a variety of productivity apps
to choose from and each work differently
depending on your needs. A few good
ones include Basecamp for project
management, Wunderlist for to-do lists
and Slack for team communication.

What is your
trust's vesting
date and why
should you
know it?
by Michael Quinn

Missing the vesting date of your trust can have
serious tax and trust law implications.
What is the vesting date?
The vesting date is the date upon which the
trust will end, and in almost all cases this date is
specified in the trust deed.
You cannot change the vesting date of a trust
after that date has passed. Generally the vesting
date can be extended prior to it being reached
without adverse consequences, however:

1. it cannot be extended to a date that is
more than 80 years from the date the trust
commenced;
2. the trust deed must allow the extension:
you must ensure the terms of the trust deed
are complied with in the event you change the
vesting date (whether by an express power to
bring forward the vesting date where the default
vesting date is 80 years; and
3. the vesting date may be an essential feature
of the trust, in which case varying it should be
carefully considered in case doing so will give
rise to 'resettlement' issues.
What happens on the vesting date?
The relevant beneficiaries become absolutely
entitled to the property of the trust: that is, the
interests in the trust property become fixed and
vested in the relevant beneficiaries.
The powers of the trustee change when
the trust vests. For instance, in the case
of discretionary trusts the trustee loses its
discretion to distribute income or capital of the
trust and the relevant beneficiary can call for its
fixed entitlement to be paid.

Why does the vesting date matter?
Vesting of a trust may create capital gains tax
(CGT) and income tax obligations. There are
a number of CGT events that may occur and
income tax implications that may arise and these
include:
1. if the trustee and the relevant beneficiaries
(who on vesting have a fixed interest) agree that
the trust assets will be managed as if the trust
has not vested, then this may amount to CGT
event E1, whereby a new trust is created over
the trust assets starting from the vesting date;
and
2. if the assets vest in a single beneficiary on
the vesting date, then CGT event E5 happens
when the beneficiary becomes absolutely
entitled to the trust asset as against the trustee.
You should seek advice from us on whether the
vesting of your trust will have CGT or income tax
consequences. The tax implications will depend
on the terms of your trust deed.
If you need help in this regard, please contact
one of our lawyers.

Holiday homes ARE subject to Capital Gains Tax!
by Michael Quinn

If you own a holiday home, you can only claim
tax deductions for expenses to the extent the
home is rented out or genuinely available for
rent. Even if you don't rent it out, there are
capital gains tax implications when you sell it.
Holiday homes – not rented out
If you own a holiday home and do not rent
out the property, you do not include anything
in your tax return until you sell it. Make an
appointment with us to see what can and can’t
be offset against the sale of your holiday home
to legally minimise its capital gain.
Holiday homes – rented out
If you rent out your holiday home, you can
claim expenses for the property based on the
proportion of the income year it was rented out
or was genuinely available for rent.
You have to apportion your expenses between
periods of:
genuine rental
use for private purposes – such as when
you use it yourself, or allow your family,
relatives or friends to use it free of charge

use by family or friends when you charge
less than market rent.
Holiday homes that are not genuinely
available for rent
Expenses are only deductible if your holiday
home is genuinely available for rent. Factors
that may indicate a property is not genuinely
available for rent include:
only advertised for rent at your workplace,
by word of mouth or on social media
groups
outside annual holiday periods when the
likelihood of it being rented is low
location, condition, or accessibility to the
property, mean that it is unlikely tenants will
seek to rent it
placing unreasonable or stringent
conditions on renting the property that
restrict the likelihood of the property being
rented out, such as:
- setting the rent above the rate of
comparable properties in the area
-		 placing a combination of restrictions on
renting out the property, such as
requiring prospective tenants to provide

references for short holiday stays and
having conditions like "no children" and
"no pets".
- setting the minimum night stay to five but
booking Friday-Sunday for personal use
or you refuse to rent out the property to
interested people without adequate reasons.
These factors generally indicate you do not have
a genuine intention to make income from the
property and may be reserving it for private use.
Claiming deductions
If you rent out your holiday home and also
use it for private purposes, your expenses are
apportioned on a time basis. You cannot claim
deductions for the proportion of expenses that
relate to the private use.
If your holiday home is rented out to family,
relatives or friends below market rates, your
deductions for that period are limited to the
amount of rent received. Note that from 1 July
2017 you can no longer claim travel costs
that relate to you collecting rent, inspecting,
maintaining and making repairs to the property.
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From the Desk

Make the Most
of Instagram
to Build your
Brand

Marketing News

by Andriana Grbevska

Instagram is one of the largest and most
popular visual based social media platforms
around with millions of businesses using this
platform to boost their brand’s exposure and
interaction with their customers. With our
easy tips below you too can build your brand
on Instagram.

Keeping the busy professional informed.
MICHAEL QUINN
Welcome to the June 2018 Winter issue of
The Quintessential Brief.
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In this newsletter we discuss a range of legal,
accounting and taxation issues that are of
interest to the individual and business owner.
In this issue of The Quintessential Brief, our
legal section focuses on the Capital Gains
Tax on holiday homes and the implications
that occur when selling your holiday home.
Our second article discusses the ins and outs
of trust vesting and its importance.
We have a special contribution from the
experts at Quinn M&A on valuing synergies
and how important it is to know both the sell
and buy side of transactions for the best
negotiation tool.
In our accounting section, we have provided a
case study on what happens when a person
understates their income. We have also
created an article about changes to the small
business Capital Gains Tax concessions and
how this affects business owners.
Our small business section features an article
on taking steps to easily create a happier and
healthier brand as well as 4 ways to increase
productivity for yourself, your employees and
your brand for a successful business.
In marketing news, we feature a contribution
from Clarity Marketing with two informative
articles. Want to make the most of your
business Instagram account? We’ll show
you how to build your business brand on
Instagram and the benefits for your business.

www.quinns.com.au

In the second article we discuss how to
create long lasting customer relationships
online.
We hope you find the information in this
Quintessential Brief useful. If there are any
legal, tax or accounting issues you would like
us to write about in future editions, please
contact us on (02) 9223 9166. Alternatively,
you can visit our website www.quinns.com.
au and submit an online enquiry. You can
also register online to receive the latest legal,
accounting and financial news updates each
week via our Client EAlerts.

Kind regards,
Michael

Profile Picture and Bio

How to Create Customer
Relationships Online

by Andriana Grbevska

Technology has enabled us to easily reach
out to potential customers, though retaining
them and creating a long-lasting relationship
can take some time and effort. Traditional
media outlets such as TV, radio and print
talk at target audiences while online media
is more interactive and advantageous for
businesses to express their personality to
the audience. Your audience can respond to
posts and you can respond back. We have
some helpful tips for you to incorporate into
your marketing plan to build long-lasting
customer relationships online;
Spotlight on customers to show how
much you appreciate their feedback,
likes and shares by sharing top fans
that engaged, new ideas suggested
by customers, customers using your
product/service and testimonials.
Make sure response times are fast as
fans expect real-time responses.
Respect the relationship you build with
your audience as a meaningful experience
as they are worth more than a sale. The
more you learn about them the better
equipped you become to offering them
what they want.
Personalise the experience for your fans
by signing off comments with a name,
showcase behind the scenes and your
team and address comments with a fans
name.

Make feedback your best friend by
responding to both positive and negative
comments. Help your company grow by
using feedback as a call to action for
change.
Use a variety of content so that you aren’t
repetitive which can be boring. Include
stories, tips, advice, Q&As, behind the
scenes, company culture, interviews,
quotes and events.
Online competitions are an excellent
tactic to reward your fans for their support
and grow your following.
Thank your customers publically! It’s a
small action that will mean so much to
your fans as well as build trust and loyalty.
To form strong online customer relationships
you need to listen to their feedback, what
they want and develop personal interactions
and offerings that they will appreciate and
build trust with your business.
If you would like assistance to build
relationships with your customers
online please email us on
info@claritymarketing.com.au.

E: info@claritymarketing.com.au
www.claritymarketing.com.au

Choose a profile picture that aligns with your
brand. For many companies it is usually their
logo. Make this image consistent through
all of your social media platforms and use
the same colours to be easily identified by
followers. Your bio is a short description
about your business and can include your
product/service offerings, your business
motto, location, phone number and most
importantly a link to your website. Make your
bio clean and to the point. If it’s too long
people will lose interest.
Curating Photos
Find inspiration that will wow viewers to
like, comment and follow your page. Ensure
photos have a point of focus whether
this is a particular product you’re selling,
service results or additional content such
as customer reposts, feedback, quotes or
specials. The key to standing out amongst
other profiles is to keep yours unique by
using whatever inspires you and being as
creative as can be to share your message in
a visual manner.
Editing for Brand Consistency
Using the same colours, text, image size and
image filter provides consistency. Have a
play around with filters and editing features
within the Instagram app to find what best
works for you.
Posting
Put time into your captions and hashtags to
build a storyline instead of a sales pitch as it
relieves the pressure of viewers feeling like
they must buy something, which also deters
them from liking and commenting.
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Valuing Synergies in Strategic
Acquisitions by Robert Lister

Strategic buyers should be looking to acquire
firms for a price lower than the sum of their
targets stand alone value plus the sum of
the calculated synergies. On the sell-side,
it’s important for business owners and
management to be aware of the value of
potential synergies in order to best negotiate
with potential acquirers. As a seller, it’s
necessary to try and negotiate a price as close
as possible to that of the sum of the firm and
potential synergies.
Revenue Synergies
Revenue synergies are derived from two
companies selling more than they would have
as separate entities. This can be ascertained
through a number of methods such as
cross-selling, gaining access to new markets,
rebranding, distributing similar products, higher
margins from reduced competition and many
more. When calculating revenue synergies
it’s important to undertake a thorough due
diligence and understand each company’s
target market, particularly if calculating crossselling synergies.
Cost Reduction Synergies
Cost reduction synergies are generated from
reduced costs and improved cost efficiencies.
The most obvious synergies are through
economies of scale in areas such as better use
of office or factory space, but also includes
reduction in employee numbers to avoid the
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duplication of work, which is most common for
administrative and back-office roles.

WATCH OUT!
Changes to
the Small
Business CGT
Concessions

Asset Reduction Synergies
Asset reduction synergies arise from assets
that are no longer required when firms merge
their teams. Often less efficient plant or more
isolated headquarters are sold off, generating
cash for more efficient expansion.

Position… Accounting Assistant
The best thing about my job is…
Nice people and nice coffee!

Tax Reduction Synergies
Tax reduction synergies can require highly
specialised tax advice. The most obvious
tax reduction can be through increased
depreciation tax shields. A more complex, but
also potentially more lucrative synergy can be
that of transferring losses to the merged firms
profit and loss statement which can generate a
significant tax saving.
DCF Analysis
This is not a type of synergy, but the most
widely used and necessary way to calculate
the impact of a synergy into the value of a
business. In short, the sum of all the above
mentioned synergies equals the free cash flow
they generate after tax, less investments in net
working capital, divided by 1 + the weighted
average cost of capital.

I love coming to the office
everyday because…
It is a positive and collaborative
environment, where I meet challenges
and learn different things every day.
When I am not at the office my
favourite thing to do is…
Painting nails, and playing
Battlegrounds -- ‘Winner Winner
Chicken Dinner! ’
On my next holiday I am going to…
Queenstown, New Zealand. Hope I will
try bungee jumping. But I know I don’t
dare…
The last movie I saw was…
‘Hacksaw Ridge’ and ‘Coco’.

Conclusion
Ultimately, when acquiring or merging a
business, calculating, and then realizing
synergies is arguably the most crucial step in
ensuring the process is successful. Companies
that fail to do this when selling or acquiring are
not maximizing their potential, and running the
process at a higher risk.

For any assistance please contact Quinns on 1300 QUINNS (784 667) or email info@quinns.com.au
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Synergies are the basis of most strategic
business acquisitions, thus valuing and
understanding synergies on both the buy and
sell-side of transactions is a crucial negotiating
tool for any successful transaction.
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