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Managing your tax debt 
 

It is never too early to look at ways to 
manage tax debt.  Firstly let’s look at 
ways in which a tax debt can arise. 
 
Tax refund or Tax payable? 
 
It is your annual taxable income that 
determines how much tax is payable at 
that level of income.  You may have had 
tax withheld from your employer during 
the year or if you are self-employed you 
may have paid tax instalments during the 
year and this creates ‘tax credits’.   If you 
have had insufficient tax withheld by 
your employer or paid insufficient 
instalments then rather than getting a 
tax refund when we lodge your return 
you will have tax to pay. 
 
I am an employee, surely I will get a 
refund? 
 
 If you are an employee then it is easy to 
take it for granted that you will receive a 
refund.  However this is not always the 
case. Here are some examples to watch 
for: 

 If your income varies from pay 
period to pay period then you may 
not have had sufficient pay withheld 
to cover your annual taxable 
income.     

 If you have more than one employer 
you should only claim the tax free 
threshold from the main employer.  
All other employers should be 
notified that you do not want to 
claim the tax free threshold from 
them.  

 If you have a HECS or HECS/HELP 
debt and have not notified your 
employer that you will need extra 
tax taken out of your pay to account 
for your compulsory HECS/HECS-
HELP repayment. 

 
I have paid instalments during the year 
– surely I wouldn’t have more tax to 
pay? 
 
Taxpayers with business or investment 
income may have paid tax instalments 
during the year.  The instalments are  
 

 
 
 
 
based upon the result of the previous 
years tax return.  If your circumstances 
have changed and your business or 
investment income has risen but you 
have not varied these instalments then 
you will have some additional tax to pay 
once we lodge your return and you are 
assessed. 
 
I am not sure if I will have tax to pay or 
not – what should I do? 
 
If you suspect you will have tax to pay 
then it is wise to let us prepare your tax 
returns early to give you warning of the 
quantum of your tax payable – in most 
cases we can help out by holding off  
lodging your returns until May 2015.  (If 
your prior years have been lodged on 
time then, as your tax agent, we can hold 
off lodging until nearer this date). 
 
If I am payable when and how do I pay? 
 
Once we have prepared your work we 
will be able to give you an estimate of 
your tax payable.  Once we lodge you will 
receive an assessment notice and this 
will confirm the amount and the due 
date for payment.  This may be several 
months down the track depending on 
your lodgement date and your history.    
If you wait until the last minute please do 
not forget.  If you are late in paying then 
interest may be applied. 
 
There are several options to pay 
including cheque, B-Pay, direct transfer 
and payments can be accepted at the 
post office.  
 
What if I can’t pay? 
 
If you cannot pay your tax obligations 
then you will need to contact the ATO 
and enter into a payment arrangement.  
You will need to negotiate a payment 
plan which is both affordable to you and 
pays off the debt as soon as possible.  
Once in a payment arrangement you will 
need to adhere to the arrangement in 
place and ensure that you meet any  
 
 

 
 
 
 
 
other obligations – for example that you 
continue to meet any instalment 
obligations and that you continue to 
lodge and pay any future BAS returns in 
full. 
 
Will I have to pay instalments in the 
future? 
 
The ATO have recently announced 
changes to the pay as you go (PAYG) 
entry and exit thresholds. 
 
From 1 July 2014, PAYG instalment 
thresholds have increased, which means 
that some taxpayers no longer need to 
pay instalments. 
 
The entry and exit thresholds for: 

 Business or investment income will 
increase from $2000 to $4000 

 Adjusted balance of assessment will 
increase from $500 to $1000 and 

 Notional tax will increase from $250 
to $500. 

 
The ATO advises that if a taxpayer no 
longer meets the entry rules, they will 
automatically be exited from the system.  
We are currently in the process of 
sending out ATO notifications to clients 
who will have a change to their 
arrangements.  Those clients who wish to 
continue to pay instalments towards 
their end of year tax liability should note 
that they can voluntarily re-enter the 
PAYG instalment system. 
 
Managing tax debt can be a scary process 
and it is not uncommon to struggle 
juggling tax, GST, and super obligations.  
The key is to act sooner rather than later 
and come to see us to discuss your 
options.  We are keen to help you! 
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