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The COVID rollercoaster
continues to rumble along. It has
been a long hard slog to date, and it
is far from over, but hope is on the
horizon.
As the percentage of our vaccinated
population increases so too does our chance
of returning to some normalcy. Whilst
we may never get back to pre-pandemic
normal (think QR codes, vaccine passports,
Zoom meetings) it is encouraging to hear
of plans to see us open up again. The closer
this comes to reality; the more confident
businesses and consumers will become.
There has rarely been a more uncertain time.
At present every person on Australian shores
is either living in lockdown or living with the
risk of going into lockdown at short notice.
The 7-day lockdown imposed on South
Australians in July was a massive imposition
on lives and businesses, but it was successful
in stopping the spread.
The team at RJC Evans & Co did an amazing
job of transitioning to our remote office
when the lockdown was called. In the space
of a few hours staff visiting regional areas
rushed home, clients were contacted to either
defer or change the format of meetings, and
work processes were adjusted to ensure the
wheels kept turning whilst we were all at
home. We are hopeful clients did not notice
any disruption to our service. Similarly, we
hope our staff, clients and families do not
have to contend with anymore lockdowns.

We are part way through the centenary year
of RJC Evans & Co, and there is still some
celebrating to do. Once the risk of creating
a “RJC Evans & Co super spreader event”
subsides, the remaining festivities will be
scheduled. We look forward to continuing
the celebrations and will be in touch when
plans are afoot. Even if they extend in to our
101st year.
Those that have visited our office in recent
times will have noticed the makeover
currently underway. The finished product
will include new carpet, furnishings,
amenities and a coat of paint. COVID
induced delays have meant some offices have
had the décor of a jail cell for longer than
envisaged, however (much like COVID),
we hope to pass the finish line soon.
Many will have noted Andrew Evans’ name
accompanied our previous newsletter
editorials. His name can also be attributed
to the majority of newsletter articles to date.
Andrew has been the driving force behind
this newsletter for the last 20 years. No
small feat and one of which many clients
and staff are thankful for. Whist Andrew’s
guiding hand will still be available for some
time, he has decided to pass the baton to
the next generation of budding authors
within the firm. As much as he will not
like to hear it, they are big shoes to fill.
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Investing
Housing Affordability
Finder.com.au recently released the following data sourced from the ABS
concerning housing affordability in Australia. Interesting considering interest rates
are at historical lows and any household paying above 30% of their pre-tax income
is considered to be under mortgage stress.

City

Average
mortgage
repayments
(monthly)

Average after-tax
income (monthly)

Income-tomortgage
repayments ratio

Sydney

$4,512

$5,955

76%

Melbourne

$3,379

$5,915

57%

Canberra

$3,119

$6,377

49%

Hobart

$2,560

$5,243

49%

Brisbane

$2,385

$5,611

42%

Adelaide

$2,087

$5,386

39%

Darwin

$2,165

$5,753

38%

Perth

$2,182

$6,293

35%

Source: CoreLogic, ABS, Finder Consumer Sentiment Tracker, August 2021

What is a Dividend
Reinvestment Plan
(DRP)? How
Does it Work?

A DRP allows you to increase
your investment in a company
over time by reinvesting
dividends in new shares.
Company’s that offer DRP sells shares at
a discount to their listed price at the time.
DRP shares issued are acquired without any
brokerage or other transaction costs.
DRPs do create complexity for Capital Gains
Tax purposes, the shares are issued at the cost
base applicable at the time they are issued.
Consequently, there is greater record keeping
to account for these additional purchases.
At RJC Evans & Co we have specialised software
to assist with, and automate, the record keeping
of such investments and investment portfolios.
This also enables us to determine the tax
consequences of investment decisions before
they are implemented. Please contact our office
should you to utilise this service.

Extension of Temporary Reduction in
Superannuation Minimum Drawdown
to 30 June 2022
The Government has announced
an extension of the temporary
reduction in superannuation
minimum drawdown rates for a
further year to 30 June 2022.

2

As part of the response to the coronavirus
pandemic, the Government reduced the
superannuation minimum drawdown
rates by 50 per cent for the 2019-20 and
2020-21 income years, ending on 30 June
2021.

RJC Evans & Co
Accountants . Tax Agents . Advisors
			

This announcement extends that reduction
to the 2021-22 income year and will
continue to make life easier for retirees by
giving them more flexibility and choice in
their retirement.
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Buying a new
home before
selling the old one:
The ins and outs
Sometimes an individual or
couple decide to buy a new
home before selling their
existing one. In such cases, a
concession exists that allows
for both houses to be treated
as a main residence for up to
six months – but only if certain
conditions are met.

In the latter instance, a partial CGT
exemption will apply during the excess period
(i.e. after the maximum six months) to either
the original or new home. Which of them it
is will depend on which did not qualify as the
taxpayer’s main residence.

Section 118-140 of the Income Tax

•

Assessment Act 1997 (ITAA 1997) provides
that both the old and new dwellings can be
treated as the taxpayer’s main residence for
the lesser of:

The existing home must have been the
taxpayer’s main residence for at least 3
of the 12 months before the taxpayer’s
“ownership interest” in it ends, and

•

The existing home must not have been
used to produce assessable income in
any part of that 12-month period when it
was not the taxpayer’s main residence.

•

The six-month period immediately
before the sale of the existing home, or

•

The period between the purchase of the
new home and the sale of the existing
home.

So if it takes a taxpayer less than six months
to settle on the sale of their original home
after having settled on the sale of their new
home, then both homes can be treated as the
taxpayer’s main residence during this period.
On the other hand, if more than six months
passes between the settlement of the new
home and the (later) settlement of the
original home, both dwellings will only be
treated as a main residence for a maximum
period of six months before the settlement
on the original home.

Other than the fundamental requirement
that the new home must become the
taxpayer’s main residence, the other two
key requirements that must be met for the
concession to apply are:

That said, an absence concession exists that
can be used to allow the original home to
qualify as a main residence — including
where it may have been rented in that
12-month period. This is because the effect
of the absence concession is to continue to
“treat” the original home as the taxpayer’s
main residence — notwithstanding any
absence and any income use in this period.
The example scenario below featuring ‘Anne’
illustrates how the “absence concession” can
work in conjunction with the “changing main
residence concession”.

Example scenario
Anne acquired a dwelling on 1 January
2008 where she lived until she went
overseas on 1 January 2019. Anne did
not rent the home during her absence.
She acquired another dwelling on 1
February 2020 and moved into that
dwelling on her return from overseas on
1 March 2020. Anne disposed of the first
dwelling on 1 August 2020.
The law recognises that Anne continued
to treat the first dwelling as her main
residence for the period 1 January 2019
until she disposed of it on 1 August
2020.
In fact, from 1 February 2020 Anne
would have been able to treat both
dwellings as her main residence for up
to six months, ending when she ceased
to have an ownership interest in the first
dwelling.
Note that purchased vacant land or
land with a partly constructed building
on it can also be
treated as the
taxpayer’s new
home for the
purposes of the
concession.
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Investing

Cryptocurreny
Cryptocurrency has come
under the ATO’s spotlight due
to a surge in new investors
during the pandemic. It is easy
to be caught up in the digital
gold rush and find yourself a bit
lost at tax time.

As a cryptocurrency investor (much like a
share investor), calculating the capital gain or
loss when a taxable event is triggered is the
difference between the:

ATO records show that over 600,000
Australian taxpayers have invested in
cryptocurrency, with the numbers continuing
to rise. Since 2019 the ATO have collected
data from cryptocurrency trading platforms
to ensure taxpayers are correctly disclosing
their transactions.

•

It is important to note that a taxable event
occurs anytime any kind of Crytocurrency
is exchanged, traded, sold, gifted, spent or
converted. This includes between different
types of cryptocurrencies, not simply when
cryptocurrency is exchanged back into fiat
currency (such as Australian or American
dollars).

•

Cost base = the market value of the
cryptocurrency in Australian dollars
when acquired, plus certain other
costs associated with acquiring,
holding, and disposing of it, and;
Proceeds = the market price of the
cryptocurrency in Australian dollars
when sold.

The ATO requires the following records
be kept in relation to cryptocurrency
transactions:

•
•

Date of each transaction.
The market value in Australian dollars
of each transaction (may be taken
from a reputable online exchange).

•
•

Details of associated expenses.
What the transactions was for and
who the other party was (ie. their
cryptocurrency address).

Investors are not
the only type of
cryptocurrency
traders. There are
5 distinct categories.
Each have different
tax implications.

note that a
It is important to
rs anytime
taxable event occu
currency
any kind of Cryto
ed, sold,
is exchanged, trad
nverted.
gifted, spent or co
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Categories of
Cryptocurrency
users:
Investing:

Business use:

Private use:

Trader:

Miner (not in
business):

Definition:

Tax
Treatment:

Entities who buy,
hold, and sell
cryptocurrency with
the intention to make
a profit from currency
conversion.

Capital Asset Capital Gains
Tax.

Entities that hold and
use cryptocurrency
as part of running
a business. (For
example: accepted as
a form of payment).
Cryptocurrency
mining may also be
considered running a
business.

Trading Stock Ordinary Income
Tax.

You personally made
a purchase of crypto
in order to buy a
product or service
online with no
intention to hold to
make a profit.

Private Tax exempt.

An entity that
frequently buys/sells/
trades cryptocurrency
with a view to profit
from the fluctuations
in price.

Trading Stock Ordinary Income
Tax.

An entity that mines
cryptocurrency
however not in the
form of a business.

Capital Asset Capital Gains
Tax.

Rules:
The cryptocurrency is considered a capital asset, similar to
shares or real-estate.
Cryptocurrency held for longer than 1 year is eligible for the
50% CGT discount and taxed on only 50% of the total gain after
subtracting losses.
If you make a capital loss, you cannot claim it against your
ordinary income, but you can use it to reduce other or future
capital gains.
Cryptocurrency is considered trading stock when used in a
business.
If your business accepts a payment in the form of
cryptocurrency, it must be recorded in AUD as part of your
ordinary income. (The value in AUD will be the fair market
value as per a reputable cryptocurrency exchange).
Purchases made using cryptocurrency are deducted based on
the market value of the item acquired.
If mining cryptocurrency, expenses incurred (such as electricity)
are allowable deductions. Hardware & software purchases may
be claimed via depreciation.
Original purchase of cryptocurrency must be less than $10,000.
The cryptocurrency is used, or intended to be used, to purchase
goods and services of a private nature.
It is recommended you maintain records and hold onto any
invoices as proof of private use.

The change in value of cryptocurrency is assessable
(if increased) or deductible (if decreased).
No CGT discount applies.
Commercial losses can be applied against other ordinary
income.
The cryptocurrency is considered a capital asset, similar to
shares or real-estate.
The cost of mining will form part of the cost base of the
resulting cryptocurrency.
Cryptocurrency held for longer than 1 year is eligible for the
50% CGT discount and taxed on only 50% of the total gain after
subtracting losses.
If you make a capital loss, you cannot claim it against your
ordinary income, but you can use it to reduce other or future
capital gains.
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Business
Scammers
Combined losses reported to
Scamwatch, other government
agencies, banks and payment
platforms totalled $128 million
in 2020. Reports to Scamwatch
show that Australian businesses
lost $18 million to scams in
2020, a 260 per cent increase on
losses reported in 2019.
Some of the most common scams
reported were:
1. False billing scams were the most commonly
reported scam by businesses and accounted
for three quarters of total losses to
businesses.
2. The most common type of false billing
scams was payment redirection scams, also
known as business email compromise (BEC)
scams, with 1,300 reports and $14 million
in losses.

This is a substantial increase from the 900
reports and $5 million in losses reported in
2019.
3. Scamwatch also observed a new type of scam
in 2020 that targeted farmers looking for a
good deal on tractors and farm machinery.
Farmers were conned out of $1.1 million in
these scams.
4. Health and medical scams in 2020. About
half of the $3.9 million in total losses
reported to health and medical scams
were from businesses, as they attempted
to procure personal protective equipment
for their staff to comply with government
guidelines during the pandemic.
5. Other scam types that impacted businesses
throughout the year included phishing,
identity theft and hacking scams.
The Scamwatch website provides a range of
resources for businesses on how to avoid
scams.
Businesses that have been scammed should do
the following:

1. Contact their bank as soon as possible.
2. If the scam occurred on a platform such as
Facebook, contact them directly to report it.
3. Businesses can also report a scam to
ReportCyber, which is run by the Australian
Cyber Security Centre and passes reports
to law enforcement agencies for assessment
and intelligence purposes.
If you ever doubt the validity of emails
purported to be from our office please consider
the following;
•

Call our office via the phone number
listed on our website to confirm our office
sent the email.

•

Call the ATO via the phone number listed
on the ATO website to confirm the details
of the email.

•

Log on to your ATO Portal or MyGov to
confirm the details of the email.

•

Note that generally the ATO BPay Biller
Code does not change.

Stapling super:

Reducing multiple accounts for employees
New legislation will ensure that when an
employee moves jobs, the super fund they used
with their former employer will be ‘stapled’ and
will automatically follow them.

STEP

2

Under current rules, if an employee changes jobs multiple times over
their working life and does not nominate a superannuation fund to their
employer, they could end up with multiple superannuation accounts,
each charging their own fees and insurance premiums.
To prevent this from happening and to stop unintended accounts being
created for employees, including for short-term jobs, the Your Future,
Your Super legislation will require that a person’s super is ‘stapled’ to
them (unless they actively choose to change funds) as they progress
their employment.
From 1 November 2021, employers will need to take the following steps
when a new employee commences;
STEP

1

6

Offer the new eligible employee a choice of fund (as is already
required)

STEP

3

If no choice is made per Step 1, request stapled super fund
details from the ATO as per the following steps;
1.

Submit a TFN declaration or payroll event digitally
with the ATO.

2.

Log into ATO Online Services and enter the employee’s
details (incl Name, TFN, DOB & address) to receive
the stapled fund details.

Pay the employees superannuation into the employees
nominated or stapled super fund. If the employee does not
nominate a fund, or have a stapled fund, the payment must be
made to the employers default fund.

At this stage the ATO has provided no guidance for employers who do
not have access to ATO Online Services.
Please contact our office should you need assistance in obtaining the
details of an employee’s “stapled” super Fund.

RJC Evans & Co
Accountants . Tax Agents . Advisors
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Where do reward
programs stand in
regard to tax?
Many businesses and
organisations offer their
customers loyalty awardbased incentive programs.
They are designed to reward
customers for purchasing or
using a company’s goods and
services (or sometimes affiliated
businesses).
The ATO deems that flight rewards
received under consumer loyalty programs
are generally not taxable. However, it also
notes that FBT may apply where:
•

•

the employer and the employee have a
family relationship and the flight reward
is received in connection with the
employment, or
a flight reward is provided to an
employee, or the employee’s associate,
under an “arrangement” for the purposes
of FBT that results from business
expenditure.

The flight rewards might also be subject
to income tax if these are received by an
individual who:
•

renders a service on the basis that an
entitlement to a flight reward will arise

•

receives the flight reward as a result of
business expenditure, or

•

where the activities associated with
the obtaining of the reward amount in
themselves to a business activity.

As a result of one particular court case, the
ATO accepted that flight rewards received
by employees in their personal capacities

If you use
any type
of loyalty
program,
this is a
must read.

in respect of expenditure paid by their
employer are not assessable income.
The tax treatment is based on the court’s
decision that flight rewards received by
an individual who provides services, or
who has received the reward because of
“business expenditure”, are not assessable
as the reward arises from the personal
(that is, non-service/non-business)
contractual relationship with the rewards
program administrator.
The case in question dealt with the
situation where an employee who had
accumulated points as a result of travel on
behalf of her employer converted those
points into airline tickets for her parents
(the points were not convertible to cash).
The court held that the points related
to her membership of the program, and
there was no contractual relationship
between the employer and the program
administrator. Consequently, it was
irrelevant that the employer had paid for
the cost of the original travel.

An exception to this tax treatment
however would be where a person renders
a service on the basis that there will be
an entitlement to a flight reward — that
is, a person enters into a service contract
understanding they will receive rewards.
So while the ATO provides that rewards
received under consumer loyalty programs
arising from “private expenditure” are not
subject to tax, it is however on the lookout
under circumstances where:
•

the arrangement is so contrived and
artificial that it has no commercial
purpose other than to allow the recipient
to receive the rewards.

•

the nature of the arrangements suggests
that the rewards are a substitute for
income which would otherwise be
earned.

•

the points accumulated exceed 250,000
points per annum.
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Understanding

A bond is
simply a loan
between two
parties

Bonds

Recently we experienced negative returns from
Fixed Interest (bond) investments due to the low
interest rates and increases in bond yields.

The cashflow for this bond is illustrated below:
A bond Investor

Many investors are confused by these negative returns as they are under
the impression that bonds are a defensive asset class in their portfolio.
Questions are asked “what is a bond” and “how do bonds work”?

$1,060

$60

$60

$60

$60

What is a bond?
A bond is simply a loan between two parties. Bonds, also called fixed
interest investments provide you with an income return as well as
diversification when combined with growth investments like shares and
property. They are debt investments that pay the holder of the bond a
fixed rate of income.
A person who buys a bond is the lender of money at a fixed rate of
interest. The borrower is the organisation, which issues the bonds.
Issuers are usually government bodies or large corporations. They
can also be issued by overseas borrowers such as non-Australian
governments or corporates and these are called international bonds.
Organisations issue bonds as one way of financing operations. For
example, the Australian government may issue bonds to fund road
projects. The income return paid by the bond will depend on the credit
quality of the borrower. Generally corporate bonds provide lower
security than government bonds and therefore offer higher levels of
income return to compensate the borrower (investor) for the higher
level of risk.
You should understand key terms relating to a bond. The ‘face value’
of a bond is the price at which it is issued. This is also the amount that
will be repaid at ‘maturity’, which is the date when the original capital
investment is returned. The ‘coupon’ is the income return paid either
quarterly, semi-annually or annually to the investor.

Example:
On 1 July 2018, the Australian Government issued a 6-year bond with
a face value of $1000 and a coupon of 6 per cent. On 1 July 2024, the
investor will be paid back the bond’s face value of $1000.

-$1,000

Year
Initially the investor pays $1,000 to buy the bond. For each of the next
five years they will receive a coupon of $60. At maturity in the 6th year,
the investor will receive the $60 coupon as well as the return of their
initial investment (face value) and receive a total of $1,060.

How do bonds work?
A bond’s price may change when it’s traded on an exchange but its face
value, coupon and maturity always remain the same.
Any change in price will also change a bond’s yield - or the return on the
bond based on its current price.
For example, a bond with a face value of $1000 and a coupon of 6 per
cent (or $60) has a yield of 6 per cent. This is determined by dividing
$60 by $1000.
But if the price of the bond rose to $1200 investors would still receive a
coupon of $60 - pushing its yield back to 5 per cent ($60/$1200). If the
bond was to fall to $600, the yield would rise to 10 per cent ($60/$600).
This explains why a bond’s yield falls when its price rises, and why its
yield rises when its price falls. It also explains why a bond investor
who sells prior to the maturity of the bond may experience a loss on
the capital value of their investment if long term interest rates rise.
Conversely, they may sell at a gain if long term interest rates fall.
If you would like to discuss your investment and insurance needs,
please contact our financial planner, Gerrit Lombard on 08 8272 2500.

Designed by Luke Evans
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