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Part 2- Know your responsibilities and limits!

1. Key tax responsibilities to your employees and contractors 

2. Suggested replies to common tax queries from your employees and contractors

Our last newsletter discussed how you, the employer, can determine if your worker is 
an employee or a contractor.  Once you’ve correctly identified each worker, you need to carry 

out these key tax and other responsibilities, where applicable:

Employees v Contractors

Employees

• Establish whether an Award or Agreement applies to the employee.  
Ensure that all employment conditions meet the minimum conditions in the Award, 
and the National Employment Standards.  Prepare a detailed, written letter 
of engagement, or employment contract, which includes all key employment terms
 and conditions.  See www.fairwork.gov.au for more information.  
For your Occupational Health and Safety issues see http://www.business.gov.au/
BusinessTopics/Occupationahealthandsafety/Pages/default.aspx.

• Register for Pay As You Go (PAYG) Withholding with the ATO 
(unless already registered).

• Give each new employee a “Tax file number declaration” (and a “Withholding 
declaration” if applicable), for them to complete and return to you. Complete section B 
and forward the original to the ATO within 14 days of your employee’s first day.

• Give each new employee (who is eligible to choose a super fund) 
a “Standard choice form”, and pay superannuation contributions on a quarterly 
basis to their nominated fund.

• Determine if any “fringe benefits” will be given to the employee.  
If so, register for Fringe Benefits Tax (FBT), and pay any FBT to the ATO.

• Maintain calculations of employee leave entitlements and payments, 
including sick leave, annual leave, and long service leave.

• Withhold correct taxes from each salary/wages payment. Report and pay this 
PAYG Withholding regularly to the ATO, via Business Activity Statements 
or Instalment Activity Statements.

• Prepare annual documents, such as the PAYG Payment Summary 
and the PAYG Payment Summary Statement.

• Calculate and pay any Employment Termination Payments to departing employees.

• Obtain a Workers’ Compensation Insurance Policy for all “workers”, as defined 
in the applicable legislation.  Consider your need for other employee-related insurance 
policies, e.g. to cover the risk of lost revenue due to the loss/absence of a key employee.

• Determine if you are required to register for, and pay, Payroll Tax.

• Keep all necessary records in relation to the employee, including employment 
contracts, salary/wages records, superannuation, fringe benefits, and payroll tax.

Contractors

• A general principle to remember 
is that some of the above 
“employee-related” responsibilities 
may also apply in relation to your 
contractors, e.g. superannuation, 
insurances, payroll tax, 
record-keeping.  This is because each 
Federal or State-based legislation 
that governs these obligations may 
effectively have a different definition 
of worker/employee/contractor than 
the income tax laws!

• Ensure that the contract includes 
all important terms and conditions 
about the performance of the 
contract. 
• Pay superannuation contributions 
for individual contractors, where the 
contract is wholly or principally for 
labour (even if they quote an ABN to 
you).  For more details, including a 
useful superannuation decision tool, 
see https://www.ato.gov.au/
calculators-and-tools/employee-
super-guarantee/ 

• Withhold correct taxes from each 
payment, if the contractor does 
not quote their ABN, or if you enter 
into a “Voluntary Agreement” 
(see opposite page) with them.

• Include specific contractors in your 
Workers’ Compensation Insurance 
Policy, as described above.

• Keep all necessary records 
in relation to the contractor, including 
the agreement/contract, contractor 
invoices and payments, 
and superannuation.



 

 

 

 

 
 

 

1) “Can I stop being your employee, and instead become a contractor?”

 Some workers are unaware of the basic differences between employees and contractors.  They may not 
appreciate the severe penalties you might receive for classifying them incorrectly.  If so, you might briefly 
inform your worker of these issues, and state that you are not able to treat an employee as a contractor.

 If there are good commercial reasons why your worker could become a genuine contractor, 
you might encourage them to go to the ATO employee/contractor decision tool 
(https://www.ato.gov.au/Calculators-and-tools/Employee-or-contractor/ ), and get them to see if their 
proposed arrangement would lead them to be considered as a contractor for tax purposes. 

2) “We’ll both benefit by making me a contractor (even though I’m still an employee)…”

 Don’t be pressured by an employee to incorrectly treat them as a contractor.  Both of you are at risk if that 
happens.  Your employee is effectively asking you to make false statements to many government departments, 
and ultimately to steal from some of them.  If you wish to promote a high standard of ethics, leadership and 
trust in your business, you might, if appropriate, ask your employee: “If you are willing to lie or steal for me, 
how do I know you mightn’t also lie to me or steal from me?”

3) “Can we enter into a voluntary (PAYG withholding) agreement?”

 Contractors might ask you this question if they would like you to withhold taxes from their payments and send 
it to the ATO, in a similar way to your employees.  For more information about voluntary agreements, 
see https://www.ato.gov.au/business/payg-withholding/in-detail/payg-withholding---voluntary-agreements/ . 

 The benefits of voluntary agreements are largely for the contractor, not you.  If you are happy to accept the 
increased paperwork and responsibilities related to voluntary agreement, then feel free to make the voluntary 
agreement with your contractor.  However, if for example you have no employees, or if you are struggling to 
keep up-to-date with your own business paperwork, you might prefer to not enter into a voluntary agreement, 
and let the contractor be fully responsible for their personal taxes like any other business.

4) “Can I claim this expense as a tax deduction?” or “How do the PSI laws relate to my income?”

 We have heard of many occasions where well-meaning employers often give incorrect answers 
to even simple tax-related queries from their employees / contractors.

 It is illegal for anyone who is not a registered tax agent to give tax advice for a fee or reward. 
It’s best to encourage your employee to speak directly with their accountant, or the ATO.

 The above brief lists and queries are by no means exhaustive!  Please contact us at AGS Accounting, 
and/or contact your applicable trade or industry organisation, for details of other obligations 
that apply to your business / employment.
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As you can see, you have many responsibilities 
in relation to your workers.  In addition, you might receive 
tax-related queries from your employees and contractors, 
which can often relate more to their tax issues, not yours!  
As most tax issues are complex, legal and/or time-consuming, 
it’s wise to be cautious when helping your workers with these types 
of queries.  Here are some points to remember about some common 
tax queries, and some suggested replies:



 

 

 

 

 

 

 

 

What steps do you need to take to grow 
your business sale value?

Business owners are always great at what they do. They know their business inside and out. 
But what happens when it’s time to sell your business? Do you have the results you need to justify 

the price you want?  Most of the time, business owners need to start working on their business 
instead of in their business.  What we are doing to help our business clients is acting as the external 

advisor to their business, helping them follow the three steps essential to building their business sale value.

Steps to Success

Your business needs desire. You need something that is 
going to drive your business from now until you sell it. 

You need purpose.

You find your purpose by asking why? Why do you own 
a business? Why did you choose this industry? 

It is one thing to keep track of where you are 
compared to your target but what happens when 

you fall short? How do you stay on track?

Ask your accountant! We can act as the external 
advisor to your business, running a second set of 

eyes over the numbers and your business process-
es to let you know if anything seems abnormal.

The process we take in improving business sale 
value is allowing our business clients more 

certainty of what they’ll receive when they sell 
their business. The last thing you want is to have a 
great business but because you didn’t plan ahead, 

you didn’t get as much for it as you needed.

Talk to us today about maximising your businesses 
sale value – you can’t afford not to.

3. Monitor your Progress

2. Set your Goals
Once you know your purpose you need a target for the 
future. Is it your business sale value in 5 years’ time? 

Or is it more personal like days where you don’t have to 
go into work each week? Whatever your goal is you need 

to set it for a point in the future and work towards it.

 
1. Find your Purpose

What is a Cash Flow Forecast?
A cash flow forecast is a projection of all of your income and expenses 
for your business over the next 12 months, with an emphasis on when 

the cash from the income and expenses will be received and sent. 
This includes when your income locked up in Debtors will be received 

and when your Creditors will need to be paid. 

Once you prepare your 12 month cash flow forecast you will be able 
spot weaknesses in the year and plan for it. By taking a proactive 

approach and planning ahead means you can start making changes 
now to help you through those tight periods, such as introduce 

tighter credit policies with your customers or acquire a line of credit 
to help you through the period in the future.

What’s even better is banks love them! Are you 
looking to lease some new equipment? If you 
are looking for finance it’s going to be easier 

for the banks to approve you if they can see 
you have capacity to make loan repayments.

Would you like security in your business this 
year? Are you interested in preparing your 

own forecasts for the year? 
If you would like AGS Accounting to prepare a 

12 month cash flow forecast for your business 
give us a call or send us an email.

Keeping your Business Cashflow Pumping

What’s your strategy to keep cash flowing through your business?
High sales and consistent profits are great aspects to have in your business, but without cash rolling in regularly you won’t be

 able to pay your suppliers, staff, even yourself! Give yourself some security by preparing a Cash Flow Forecast for your business.
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Date   Obligation

28 October Super guarantee contributions, quarter 1, 2015–16 – contributions to be made 
 to the fund by this date.

31 October Final date to appoint a tax agent to the income tax role for any new client. 
 If you advise us of your appointment after this date, the client's 2015 tax return 
 may not be covered by your lodgment program.
 Note: The lodgment program is a concession to registered agents. 
 We can ask for documents to be lodged earlier than the concessional due dates.
 
 Tax returns for all entities if one or more prior year returns were outstanding 
 as at 30 June 2015.
 Note: This means all prior year returns must be lodged, not just the immediate prior year.
 If all outstanding prior year returns have been lodged by 31 October 2015, the system will 
 reset the 2015 tax return due date as in the normal program.

 Self-managed super funds (SMSF) in this category must lodge their complete 
 Self-managed superannuation fund annual return by this date.

21 November October 2015 monthly activity statement – due date for lodging and paying.

25 November Quarterly activity statement, quarter 1, 2015–16 – due date for lodging and paying 
 if you are lodging via one of the following:
 • electronic commerce interface (ECI)
 • electronic lodgment service (ELS)
 • Tax Agent Portal
 • BAS Agent Portal
 • Standard Business Reporting (SBR).
 
1 December Income tax for taxable large/medium taxpayers, companies and super funds 
 – due date for payment.
 Lodgment of return due 15 January 2016.

 Income tax for the taxable head company of a consolidated group with a member 
 deemed to be a large/medium taxpayer in the latest year lodged – due date for payment.
 Lodgment of return due 15 January 2016.

 Income tax for companies and super funds when lodgment of the tax return 
 was due 31 October 2015 – due date for payment.

 21 December November 2015 monthly activity statement – due date for lodging and paying.



 

 

 

 

 

 

 
 

 

AGS Financial Group 

• Corporate Superannuation
• Financial Planning
• Accounting Services
• Mortgage Advice
• Retirement Planning
• Wealth Management
• Self Managed Superannuation
• Wealth Protection
• Estate Planning
• Business Consulting

AGS Financial Group Pty Ltd is an Authorised Representative of AMP Financial Planning Pty Ltd ABN 89 051 208 327, AFS License 232706
Accounting, taxation, and business advisory services are provided by AGS Accounting and Business Services Pty Limited ABN 11 126 260 115.    

Disclaimer
AGS Financial Group Pty Ltd, ABN 70 093 990 946, trading as AGS Financial Group, are authorised representatives
of AMP Financial Planning Pty Limited ABN 89 051 208 327 (Australian Financial Services Licence No. 232706).
Any advice in this newsletter is general in nature and does not take into account your personal objectives,
financial situation or needs.
Accordingly, you should consider the product disclosure statement for any product and your own objectives,
financial situation and needs before acting on this information and before acquiring a financial product.
You can obtain a copy by contacting us on 02 9966 8188.

Baulkham Hills
Level 1, 4 Columbia Court
Baulkham Hills NSW 2153
Tel: 02 9899 7566
Fax: 02 9899 7522

E: info@agsfinancialgroup.com.au
W: www.agsfinancialgroup.com.au

Crows Nest
12-14 Falcon Street
Crows Nest NSW 2065 
Tel: 02 9966 8188
Fax: 02 9966 8199
Outside Sydney: 1300 665 182 

Melbourne
Level 10, Tower 4,
World Trade Centre
611 Flinders Street
Melbourne VIC 3005
Tel: 1300 665 182

Caringbah
Level 1, 34 Banksia Road
Caringbah NSW 2229 
Tel: 02 9525 0766
Fax: 02 9525 9349

Brisbane
Milton Business Centre
Suite 4, 349 Coronation Drive
Milton QLD 4064  
Tel: 1300 665 182


