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DEFENCEFORCES

[IMILITARY ]

Important — This booklet is simply a collection of Newsflaslarticles relevant to the Australian
Defence Forces. The articles are transferred fromlewsflash into this booklet so it is best read frorthe

back page forwards to ensure you are reading the fest article on the topic first.

Note that the

information contained in this booklet is not updatel regularly so it is important that you seek
professional advice before acting on it.
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Using your motor vehicle for work

If you qualify to claim your motor vehicle fawork you are entitled to around 60 cents a kilometr
depending on the engine capacity of your car. Eptesnof when you would be able to claim your car:

1)
2)

3)
4)

5)

6)

7)
8)

Running around on the base in your own car.

Carrying bulky tools to and from work. For examplehef may have more than 18kgs in cooking
equipment which belong to him or her personallfthé Defence Force do not provide a personal
locker in which to store this equipment the chefi céaim for taking it home each day. Bulky
equipment does not have to weigh more than 18kgiédify it can be just awkward in nature such as
a ladder or drum Kkit.

Once you have arrived at work for the day any usgoar car for work from that point on is
deductible, so take note when you have to usegotm meetings etc.

If you have a normal workplace but have to go t@lamormal workplace for the day or part of it, you
can claim for your travel to and from that abnormvatkplace even if it is from or to your home.

Even if you use your car for something that is pentt of your actual duties but is in relation taiyo
work, for example Extra Regimental Duties or a seuelated to work, you can claim for the cost of
travel to and from that course. Though if the seus through a recognised educational body there
are limits to the journeys you can claim. Thesediscussed under self education in the Other Work
Related Tax Deductions section of this booklet.

In very limited circumstances your home can be ictamed your base so you are entitled to claim a
deduction for your car from the moment you leavelo The following is an example of successful
cases on this principle:

Case W4- a semi retired University Lecturer was allowedam for home to work travel because
he did not have an office at the University wheeechuld prepare his Lectures so his home was the
base where most of his work was performed. Thse cavery narrowly interpreted by the ATO.

In Collings Case 1976 -A computer programmer was required to be on cadlllaimes and her
employer installed a computer terminal in her haspethat she could access the main computer
through the telephone line. On the occasionsdhatcouldn’t fix the main computer from home she
would have to travel into work. The court founattkhe trips into work were tax deductible because
she had already started work before she left hami#hat she had tried to fix the computer through
the telephone line. This changed the nature ojailmney. Instead of being travel to work it beeam
travel on work because her duties had already coroetk

Owen V Pook 1970 -A medical practitioner was required to be on aalthe case of an emergency
at the Hospital where he is employed. When coethoh the telephone he would give instructions
on the patient's care before travelling to the asp Accordingly, the court found that his
responsibility for the patient began before leavmoge so the travel was while working not to get to
work. IT112, which is available on the ATO web sitewy\ww.ato.gov.a discusses this matter in
great detail.

Travel for medical examinations relating to yourlvis also tax deductible.

If it is peculiar to your particular job that youaintain a very high level of fitness, not just tlieess
level required of all members of the Defence For€@ar example Physical training instructors or
special combat squads. You are entitled to clatexaeduction for the cost of travel to a Gym

If you are on any of the qualifying journeys abawel you incur parking fees or tolls these are also
deductible.

Substantiating Your Claim:
There are 4 methods of substantiation availaplar the most popular is number 3:

1)

2)

3)

The flat 12% of the cost of the motor vehicle orrkea value when leased method which is available
only to motor vehicles that travel more than 5,800metres for work that year. Note — consult your
accountant if the vehicle was more expensive tharaverage family car.

Claim a deduction for one third of the motor vedislexpenses. The car must have travelled more
than 5,000 kilometres for work that year. You wadled odometer records and written evidence of all
expenses.

If the motor vehicle travels less than 5,000 kiltmee for work you may choose to use the cents per
kilometre method. This method is also available fwtor vehicles that travel more than 5,000
kilometres for work provided you reduce the claorb5{000 kilometres only. You are required to keep
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a “detailed reasonable estimate” i.e. if you dogshme number of kilometres per week, keep a record
for one week and multiply by the number of week§.travel is irregular a list or diary entry of
kilometres travelled is sufficient. Detailed meaws cannot pull a number out of your head for the
full year. According to TD93/177 it is the distanttavelled by the taxpayer’s car not the taxp#dyar

is relevant in calculating the kilometres travelladd each owner of the car is entitled to 5,000
kilometres. This means that if a car is ownedtjgiand both parties are travelling in the car tbge
then you are still entitled to claim only up to )Okilometres combined. Obviously a husband and
wife can not both claim for the same trip. On thieeo hand, if the car is owned jointly each owrser i
entitled to claim up to 5,000 kilometres each fosibess travel as an individual.  For example, a
husband and wife may own 2 cars and both carsgoent names. The husband could use car one for
6 months and clock up 5,000 kilometres then swdbp his wife and use car two for 6 months to clock
up another 5,000 kilometres. The wife could do dheme with the cars reversed. As a result, they
would both be entitled to claim 10,000 kilometrg)00 kilometres for each car they own. If you
change cars during the year, you can claim 5,0@0niatres for each car. Husband and wife can make
a declaration of joint ownership to change a camfonly being owned by one of them to both, this is
regardless of the fact the registration is in oame. Depending on the size of the engine of the ca
you can claim around 60 cents a kilometre, it sadas up and is well worth keeping the records.

4) The log book method requires written evidence fbexpenses and odometer records to be kept each
year. You may use the log book method if the rardis less than 5,000 kilometres for work busit i
unlikely that this method will give you the bestddetion. Log books are required to be kept attleas
every 5 years. The log book is to be kept for @@tinuous weeks (or the period you own the car if
less than 12 weeks). If you have more than oneusiag the log book method a log book must be
kept for each car at the same time. The log bbokilsl include the following:

At each entry:
a) The date the journey began and the date it endfat each day if journey longer than a day.
b) The odometer reading at the start and end of tnmagy.
¢) The number of kilometres the car travelled on theney.
d) The reason for the journey, a pedantic auditor aisy require the destination
(MT2026 Archived).

In each log book:

a) The period the log book begins and ends.

b) The odometer readings at the start and end obthbdok period.

c) The total kilometres travelled during the log bguatiod.

d) The business kilometres.

e) The percentage of total kilometres that were bssimeiring the period.
Note — the actual percentage applied to the magbicle expenses is not necessarily that calcuiated
the log book because you are also required to italce account any other records including the
odometer readings for that year, variations ingagern of use and changes in the number of cars yo
own.

DON'T FORGET TO TAKE YOUR SPEEDO READING EACH 30 ™ JUNE

Allowances

This is quite a large area for Defence Force Membet allowances really only fall into two cate@sri
Those that are not included in your taxable incame those that are.

Allowances that are not included in your tdeabcome are those on which the Defence Forceamaady
paid Fringe Benefits Tax or the allowance is exefnpin Fringe Benefits Tax for example Living Away
From Home Allowance. Other exempt allowances th@efence Force Member may receive are; Child
Education Allowance, Deployment Allowance, Disturtba Allowance, Education Allowance, Education
Assistance Overseas Allowance, Living Out Allowanté&ring Out Away From Home Allowance, Re-
engagement Allowance, Scholarship Allowance, SejaraAllowance and Transfer Allowance. These
allowances should not appear in the Allowance boyaur PAYG summary.

Deployment Allowances paid while on duty witfe United Nations in non-warlike service are roable
but subparagaraph 23(t)(iii) and subregulation %Bfl)he Regulations requires a determination tanaele
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under the Defence Act 1903. Even though the Depéy Allowance is not taxable your wages may ball
taxable in Australia.

If it is in the allowance box on your PAYG somary it must be included in your tax return as meo
With the exception of overtime meal and travel\@laoces, the fact that you receive an allowance doem
anyway enhance your chances of claiming a tax dextum relation to the expense the allowance cever
Your tax deductions must stand on their own merthey must be a cost of earning your income wietbie
receive an allowance or not.

Travel Allowances:

If the Defence Force pay you an allowancedweer your food and/or accommodation expenses while
travelling it may not be included in the allowanoex on your PAYG summary. That's ok because you
would have been paid an amount that is the sanleserthan the “reasonable” amount so you would be
entitled to a corresponding tax deduction agaimstailowance anyway. By not putting it on your suany
the Defence Force has saved you the trouble oinguéintries in your tax return that cancel eacleotiut.

But if the allowance you received is less than“tkasonable” amount it may be worth getting theadleand
including the allowance in your tax return so y@n claim the “reasonable” amount as a deductiohe T
difference can then be offset against your othealike income. You can claim even higher than the
reasonable amount if you keep receipts. To us@ii@ reasonable amounts you will have to find aust |
how much travel allowance you have received foheatay and where you were. If the Defence Foeyesp
you a Travel Allowance you do not need to haveiptsdor the expenses you incurred, as long asdgonot
claim more than what the ATO considers reasonablat’s right you can claim more than the allowapce
received as long as it is not more than what th®© Abnsiders reasonable even though you do not have
receipts. You do have to have some form of reesrdo how you calculated the amount you claimedr F
example receipts kept on one occasion being usedtimate costs at other times or using a diamgtord

the costs.

Each year the ATO publishes a list of whatansiders a reasonable travelling allowance. HRer t
2005/2006 financial year the ruling was called TID2/32. It is available on the ATO web site.

For example, to cover food, accommodation and entials, for employees earning less than $81,400pa t
ruling allows a daily rate based on destination:

Adelaide  $222 Brisbane $226 Canberra $199 arwih $219 Hobart $195
Melbourne $241 Perth $209 Sydney $248 d@aast $197 Mtlsa $170

If your accommodation is provided and you jast paid an allowance for meals you can claim,dasy,
without receipts up to $76.45 for meals plus $14d&5incidentals in capital cities and high cosucty
centres, in other country centres you are allowg2145 for meals and $14.55 for incidentals, per, daghout
receipts. Note this will change for the 2006/2@0d following years. There are also rates for sxas travel
but they only cover food and incidentals. Accomatazh costs must be covered by a receipt whenltiage
overseas.

Even if you do not receive an allowance betraquired to sleep away from home for work purpogri
can claim the food, accommodation and incidentatcbut you will need receipts.

Overtime Meal Allowance:

If you work overtime and are entitled to a irmBbbwance under your industrial agreement youeantgled
to claim back $21.10 in the 2005/2006 year for eday, without receipts. Again this allowance ptalga
won't appear on your PAYG summary so you will needsk for the details of each overtime shift amel t
amount you received. You then include the meawahce as part of your income and you claim the
expenses you incurred against it. You do not rezaédg have to incur the meal expense while you are
working overtime. You can buy the meal on your vaayne from overtime and still claim it. Ideallydea
receipt for at least one meal as an example ofrhoeh you incurred at other times.

Other Work Related Tax Deductions

Self Education:

To be deductible against your income the aoyrsu are doing must be related to your work ohlibge
either because it is improving the skills you naeglour current job or keeping you up to date. uYan also
claim for expenses that will qualify you for advantent with your current employer but you cannointla
expenses relating to study that will lead to ayot a different employer. If you quit work to uerdake the
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study no deduction will be available. Don'’t jushit your thoughts to traditional courses. Ifélates to your
employment, the cost of learning a language woelthlz deductible.

If the organisation providing you with the edtion is predominately a place of education ya raot
entitled to claim a tax deduction for the first $2i6 expenses but there are ways around this whilttbe
discussed later. An example of self education thay not be provided in a place of education cdadd
personal tutoring in another language. Basicdliyou are not attending a University, College orFEAyou
may have to reduce your claim by $250 but this $@5@unt can be first reduced by education expeymes
have incurred that you do not have receipts foildaare while you attend the course, money expends
year on capital items which you will be claimingpdeciation on. If you are claiming motor vehiclpense
qualifying under the list below claimed under tlemts per kilometre method or the 12% of cost methad
amount has a double claim in that it can be useédace the $250 and claimed as a deduction. eif &ne
not claimable as per the list below ie travel be&mvgour place of education and work then they stdluce
the $250. In short while you are required to redyour claim by $250 something is terribly wrongtif
comes down to this. Claimable motor vehicle expsrase;

Home — Place of Education — Home
Work — Place of Education — Work
Work — Place of Education — but not the home jouiihaext
Home — Place of Education — but not the work jourh@ext
The confusion created by the above is bestagmgydl by taking into account that the ATO doeswait
you claiming for any trips that are purely betwgenr home and work.

Other self education expenses you should in&itly about are Text books, stationery, Studenbband
Course Fees (not including HECS), computer deptieniar rental, electricity at 26 cents per hour your
home study, desks and chairs.

Clothing:

If an item of clothing qualifies under thdléaving you are entitled to claim a tax deduction its original
cost and the cost or laundering, repairing or degming it. It is not just enough that a uniforexdompulsory
it must also be unique and distinctive to the Miyt Once you have met the requirements of a ctsopu
distinctive uniform other items of clothing can alse claimed if the compulsory uniform policy sfies
their colour, style and type. This extends to gewh clothing that do not have the employers naméhem
such as pants, shoes, socks and stockings. Anpdgavould be the requirement to wear black, clased
leather shoes. But you must meet the first requerg that the shoes are part of a distinctive, usmignd
compulsory uniform.

If a uniform is not compulsory it is not detibe unless it is listed in the Register of Appedv
Occupational Clothing or has a logo that is a tegesl design. This means that simply putting your
regiment’s logo on your clothing will not make idlctible unless it is a registered design or ththing is
compulsory.

TR 2003/16 is based on Morris’ case which gagesunscreen deductions and has opened up the
possibilities for claiming protective items. Badlg you can claim for a protective item if, by isiture, it
would be reasonable to conclude that it will protgmu from the risk of injury or illness in your wkplace
and that risk is not remote or negligible. Thisindikely to apply to items of clothing that areneentional in
nature and you need to have a risky workplace fsceofvorkers haven’t got a chance.

Overalls etc designed to protect your otheththg qualify as deductible.

Protection:

A deductible item can be conventional in natproviding it is used principally for your protext. An
example of this would be moisturiser with sunscreefuded. This also opens up the opportunitieslaim
special non slip shoes if they are required forryweark. Conventional clothing such as rain coatsollen
underwear and jumpers are protective if your joposes you to water or extreme temperatures whether
mechanical or climatic.

Of course traditional protective items sushsteel cap boots, helmets, gloves, safety glassasks etc
are deductible.

The risk of injury must be as a result of yowork not a personal factor such as poor eyeslghiiever
prescription sunglasses are claimable if you neetegtion from the sun. Prescription sunglassesccaint
twice as it also counts towards your medical expgemsbate if those expenses exceed $1,500.

If the protective item is also used for presgdurposes, such as sunglasses, a diary shouldpbdok 1
month so that the cost can be apportioned betweasindss and private use on a time basis.
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Using Your Home Phone, Computer or Study:

The ATO has released practice statement P$20@ich reinforces the importance of keeping @surio
substantiate claims, whether you are a wage earrietbusiness. Diaries should be kept for one tmewery
year. They are necessary when an item has both watlpawnate use. The diary must record both the work
and private use. Examples of expenses that tHiagrwcould apply to are telephones, computers,
photocopiers, etc. A record should also be kegbdke number of hours an office is used for waskyou
are entitled to a tax deduction of 26 cents per.hdlfith a computer you need to record each howark
use and each hour of private use for a month t&wat the percentage of work use which is theniagpb
depreciation on the original cost price of the catep To claim internet connection you need tarécfor
one month, both the work and private use, to cateuh percentage that is work related.

The ruling points out that a deduction is abdle only where additional running costs are inear For
example if the family room is also used as an effleere would be no deduction for the electriaityight the
room if the room was also being used, at the sames by family members to watch TV.

Claiming electricity, depreciation of equipnand telephone will not trigger capital gains tax.

Courses and Training:

If this relates to your occupation you car just claim the cost of the course but also tlaeel costs
associated and meals and accommodation if youegrered to sleep away from home. It does not haee
recommended by the Defence Force but it does lmbe tonnected with your work duties. Yes thissdoe
mean, if it relates to your job, you can claim tost of travelling to Canada to attend a trainiagree on the
use of special weapons systems. But if you aldioldyg other than incidental days off, while yowe ahere
you will have to apportion part of the expensepragste and therefore not deductible.

Depreciation of Equipment:

If you spend more than $300 on durable iteong/éur work you cannot claim a tax deduction aittifor
the expense. It must be depreciated over theteféelife of the item. Even if your employer hasmbursed
you for the cost of the equipment you are stilited to claim a tax deduction for the depreciatamit, TD
93/145.

Drivers Licence:

Only an additional fee over and above tha abrmal licence is claimable as a tax deductidghat extra
gualification is required for your work.
Union and Professional Associations:

A deduction is allowed for annual fees paictonion or professional association but not for ao front
joining fees. No deduction is allowable for soakib subscriptions.
Fitness and Sporting Activities:

You are not entitled to claim a deductiontfue expenses of keeping fit (ie high impact shdepyeciation
on gym equipment and or gym fees) unless it is Ipg@cto your particular job that you maintain a ydrigh
level of fitness, not just the fitness level reqdiof all members of the Defence Force. For exarRplysical
training instructors or special combat squads.

The costs of sporting activities are only deithle if you are an official representative of thefence Force
on duty. Also consider any motor vehicle costs ymuir in this regard.

Unigue to the Special Air Services regimentthat they are entitled to claim a tax deduction fo
conventional sports clothing and shoes.

Mess Fees:

If you can apportion your mess fees so that ktmow the amount that does not relate to foodjkdand
entertainment then you are entitled to claim thatipn as a tax deduction. No matter how compuylisor
function, the cost of it cannot be claimed as adedtuction because it is entertainment TR 95/17.
Watches:

Watches are only tax deductible if they have speatiaracteristics relating to your occupation taeg
not conventional in nature.
Ceremonial Swords:

Yes, according to TR 95/17 the cost of pasthg a ceremonial sword to wear on parade is tax
deductible.
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Other non deductible items

TR 95/17 states the following items are not taxuid¢itle:
* Hair cuts & Grooming » Silent Telephone Numbers
* Newspapers * Weight Loss Programs
» Costs of Installing a Telephone Line

Relocation expenses

The cost you incur transferring your househioldnother work location are not deductible betythre an
exempt fringe benefit so you should negotiate \ilitlh Defence Force to have them pay these costsikven
there is a corresponding reduction in your incori®ite tax.

Medicare

Medicare Levy:

Members of the Defence Force that are entitdefiee medical treatment do not have to pay tleelibhre
levy but if they have dependants that do not qu#dif free medical they have to pay half the Metkchaevy.
Note a dependant in this case includes a spoudeefénce Force Member with dependants does not teave
pay the half levy if one of the following applies:

1) Allthe member’s dependants pay the Medicaneylie their own right

2) The Member’'s spouse pays the Medicare Levythadspouse contributes to the maintenance of the

children, or

3) All of the Members dependants are also coviretiee medical treatment by the Defence Force.

If both parents are Members of the Defenceéonly one of them is required to pay the hallyl&
cover their children but they must complete a wnttamily agreement naming the spouse who the child
not to be treated as a dependant of and which sgbeschild is to be treated as a dependant of.

Children are considered dependants if they less then 16 years of age. Older children ase al
considered dependents if they are full time stusleetween 16 and 25 years of age, the member lootasi
to their maintenance and their income is under8&.,7In the case of separated parents, the chidlisthe
dependant of the custodial parent. If custodyhaed the child is considered a dependant of eampbut
only for the number of days they are with each pare

When posted overseas a Defence Force Membsynnetimes only entitled to a part reimbursemént o
medical expenses. This is not considered “freeica€dor the purposes of the levy exemption sojthwuld
technically still be subject to the Medicare Levihis may not be a big issue as quite often wherember is
overseas their income is exempt from tax in Austrahyway.

If you are no longer entitled to free medicafe, for example you have left the Defence Faaod, you
receive a payment relating to the time you weréha Defence Force you will be subject to the Medica
Levy on that payment as during the period it wagired you were not covered by free medical.

Medicare Surcharge:

If you are single, with no dependants andryaxable income plus reportable fringe benefitseexls
$50,000 you are required to pay a Medicare Levyclsange of 1% of your taxable income and reportable
fringe benefits if you do not have adequate privaispital insurance. If you are single with no elegants
and covered by the Defence Force for free medreatment you will not be subject to the surchar@eit
note the definition of dependant for surcharge pseg is different to that for the Medicare Levy.

If you are paying maintenance for a childrthihat child is your dependant even though thepatdive
with you. But because you have dependants yolemtided to the family threshold of $100,000 (sewti
251V) (plus $1,500 for each extra child). Nevelghks, if you are single, pay child maintenance ywouar
taxable income plus reportable fringe benefits edse$100,000 you will be subject to the surchafdkait
child is not covered by private health insurand®ith the surcharge being 1% or your income plusgei
benefits it would probably be cheaper to have theate health insurance if your income plus refadga
fringe benefits exceeds $100,000. If you have amg child and you are covered by free medical gy
need to purchase single cover for the child whietutd be half the cost of family cover.

Defence Forces Booklet -8-
Created by Julia Hartman B.Bus CPA, CA, Registered Tax Agent



If you are a couple and your combined taxatd®me plus reportable fringe benefits exceed<O D
you are required to pay the Medicare Levy Surchafg&% of your taxable income and reportable fringe
benefits if you do not have adequate private hakpisurance. If you have more than one childttiheshold
increases by $1,500 for each additional childddés not matter even if both spouses are coverdteby
medical the surcharge must be paid if you haveddadmnl and there is no half surcharge like thereiis the
Medicare Levy.

Adequate private health insurance must coeeir gpouse and your dependants (whether they litke w
you or not) for private hospital with an excess exteeding $500 for singles and $1,000 for families

Reserves

The payments of wages and allowances a meailibe Reserves receives are tax free but thislgio
regard to their activities in the Reserves whioh part time in nature. Section 51-5 Item 1.4 & IRAA
1997 states that income received by a Reserveufbttime work is not exempt. Cash prizes under the
Military Stills Awards are tax free.

If a member of the Reserves is injured wpeticipating in Reserve activities and is unablevork, the
military would normally pay him or her compensationcover loss of earnings in his or her other petion.
These payments whether paid periodically or inlang sum are taxable as normal income (ID 2003/260)

As the income you receive as part of the Reseis exempt you are not entitled to claim any tax
deductions against it.

Death & Taxes and the Defence Forces

If you die in the Defence Force, you are redehfrom any unpaid liability for tax on Defenceré@pay
and allowances. Not something to get too excitemihas the tax has probably been deducted corifecth
your pay anyway. Section 265A 1936 ITAA.

Zones Tricks

To claim an Australian zone rebate (tHged) you must be in a zone for 183 days of tharicial year.
The 183 days can be accumulated over 2 years tHa previous year you did not claim a zone rebaté
over the 2 years you have been in a zone for 188 ylau can claim the zone rebate in the second yéar
some workers on fly in fly out arrangements thisangethey may only be able to claim a zone rebateyev
second year.

The rebate for being in a special zorflid 73 in tax credits that you can use to pay yaxiinstead of
the instalments deducted from your pay. Accordinglhen you do your tax return some of your instaits
should be refunded. Certainly worth the effortraicking where you have been. You can check wbaé z
applies to your area by going to the ATO web sitew.ato.gov.aysimply put the word zone in the search
box. While you are there you should read TR 94&2Fet more detail on how to qualify.

On the bottom end of the scale the refmata zone B resident is only $57. Many partQokensland
are zone B including big towns such as Mackay aodnBville. While the $57 might not be worth much
being in any zone helps towards your 183 days. cCeteulation first asks has the taxpayer been ynan
various zones for 183 days. If so they can clamabate. How much they can claim is determinegibking
the best 183 days. For example if you have spedtdays in a zone B and 50 days in a special zone y
rebate would be made up of two parts. $1,173 dividy 183 times 50 would be your entitlement far th
special zone rebate. The balance would only be gathe zone B rate i.e. $57 divided by 183 tirh&s.
The total rebate is $361 which is a vast improvenoen$57 simply for being in a special zone fordsgs.
As you can see the main purpose in zone B is tygaet 183 days up so you can benefit from everyiday
other zones. You only have to be in the zone ot of the day for the whole day to qualify.

This trick can be useful when planning ybotidays. If you live in a zone B record every daypart
there of that you are in another zone area to bgmst claim. If you work in a mine on a fly in flyut basis
and don't quite spend 183 days per year therepypbuneed to go to a zone B to top up your quota.

If you have dependant children and or a spgwu are entitled to claim a zone rebate for theamf they
were with you.

Members of the Defence Force who serve inaifging overseas locality for more than 182 days
entitled to a rebate of $338 plus 50% of the na@iaebates if they have dependants. A spouseviegei
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parenting allowance does not reduce the notiortesyou are entitled to receive for him or her ardbes
not matter that these dependants are not in theg wath you. If you serve less than 183 days theumnt is
apportioned. If you qualify for both an Australiaone rebate or an overseas rebate you are ontieérnbd
claim the one that gives you the biggest entitletmén order to get your 183 days up you can comlbire
time you spend in an Australian zone and a qualifyaverseas location. You can use in the 183 gays
calculation is based on the best 183 days you ocareap with for the year. For example if you had3
days overseas but 10 days in a special zone An Jtwer zone rebate can be based on 10 days inaspecie
A and 173 days overseas. If your overseas incanegempt, as discussed below, you do not qualifyhe
rebate during that time. The rebate is not avhildbyou are part of the Australian Embassy or atem.
Qualifying overseas areas are decided by the He@lezasurer. TR 97/2 lists some of these but & hat
been updated since 1998 so it is better to govov.ato.gov.aufor a more up to date list. TR 97/2 also
explains when you are considered to have arrivdefpband area.

If you have been missing out on claiming tleisate subsection 79B(5B) allows you unlimited timeo
back and amend your tax return.

Overseas postings

Members of the Defence Force who serve inaifging overseas locality for more than 182 days
entitled to a rebate of $338 plus 50% of the natiorebates if they have dependants. For the &thits on
this refer to the section on zones above.

The rest of this section is heavy going antl mecessary for most members of the Defence Rorce
concern themselves with, as they will be informgdHeir pay office if their overseas earnings aveable in
Australia or not. But if you always wanted to knawtay some are and some aren’t here is everything yo
ever wanted to know but were rightly afraid to ask.

IT 2650 examines the relevant factors in kegBenerally if a person leaves Australia for mibr@n two
years and sets up a home in another country thiéyoeviconsidered not to be a resident of Austridratax
purposes right from the time they leave Australiathey only leave the country for 6 months theg atill
considered a resident of Australia for tax purposésis the area between 6 months and 2 yearsishat
uncertain. Note it is possible to become a residemore than one country at the same time.

In 1D 2001/226 a member of the Defence Foisgosted overseas for more than 6 months. Héian
family are provided with rental accommodation pd®d by the Government. He has considerable assets
Australia, the only asset he has overseas is a hao&unt. Basically the ruling says that he f#is
permanent place of abode overseas test becauséehds to return to Australia at the end of higipgs It
relies on the fact he has substantial assets itr#lias the posting is for a limited period, theeammodation
overseas is rental, he has diplomatic privilegesamtributes to an Australian superannuation fund.

Even if you are caught as an Australian regider tax purposes the income you earn overseashea
specifically exempt under section 23AD which states

“The pay and allowances earned by a person seadragmember of the Defence Force
are exempt from tax if:

(a) they are earned while there is in forceréfemte in writing issued by the Chief of
the Defence Force to the effect that threq@eis on eligible duty with a specified
organisation in a specified area outsidstrslia

And

(b) the eligible duty is not as, ader, an attaché at an Australian embassy or eyati

Section 23AC exempts income earned by membietke Defence Force serving in operational areas
during the time it was actually an operational ar&xamples of areas that have been considereatopeal
are:

Cambodia Bahrain Oman Qatar
Iraq and Kuwait Saudi Arabia Cyprus United Arab iEates
Yugoslavia Gulf of Suez Gulf of Agaba Red Sea
Somalia Gulf of Adem Persian Gulf Gulf of Oman
And Parts of:
Arabian Sea Suez Canal Mediterranean Sea
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Section 23AG of ITAA 1936 exempts from Ausitta tax, income earned while working overseasafor
continuous period of 91 days or more. But thisasthe case if the income is exempt from taxhanc¢ountry
it is earned, because of our double tax agreentleatcountry does not tax employment income or due t
diplomatic immunities.

Just because a member of the Defence Farving in a diplomatic post does not mean hgheris
immune from tax in that country. Diplomatic rightgyy not be recognised in times of turmoil. Foaraple
there was a time that diplomatic privileges wer¢ anailable in East Timor (ID 2002/600). ID 200216
gives an example of a non diplomatic posting intHasor, as the income was technically subjectatoin
East Timor it was exempt in Australia. This was tlase even though it was not taxed in East Tiracalse
there was not a functioning collection authorityte time.

In ID 2004/705 income earned by ADF membersiag in Cambodia as part of Operation Bannerndyri
the time it was not an operational area wereestéimpt from income tax in Australia even thoughitfteme
was not taxed in Cambodia. This is because themeovas exempt under a Memorandum of Understanding
not because Cambodia did not tax employment incoméue to diplomatic immunity or our double tax
agreement.

ADF members deployed as part of the Peaceitbtamgy Group on the Island of Bougainville who wer
there for 91 days or more qualified to have thaimnengs exempted from Australian tax under Sec2idAG.
But just when you thought you could see the coesdt, get this, the bonuses they received werdéd’t (
2003/373). The bonuses weren’'t exempt becausevikey not technically earned for overseas servieg t
were earned for remaining in the Defence Force.d Ane final twist, if the retention bonus was iaste
received while serving overseas in a military operaon eligible duty as discussed above re se@BAD, it
would be exempt income (ID 2004/80).

TR 97/2 explains when you are consideredateetarrived or left and area. Section 23AC(3Aggands
the period of service to include time in hospitateiving treatment related to an illness or injéngm
overseas service. This is the case even if theitabss not in the service area.

Navy Personnel Overseas

It has come to our attention that the Naweis/ secretive about where they send their shi§zssecretive
in fact that they do not always tell their own dfrce where they are.

Normally the members of our armed forces ey aon their PAYG summary and associate documemtati
giving enough information to work out what incorhey have earned overseas and the associated tax
concessions. But from a very candid comment weived from their pay office we now understand that
they are on a ship, details are not always givahdgay office so it is up to the individual parsel to keep
a diary for every day they are on board. Thisyd&ould cover their position for each day andogble
whether it is classified as a war zone.

Saving Tax on Your Investment Property — The Book

“Every investment property tax-related question’yewever wondered about is answered here and
— perhaps more importantly — the ones you didntikhto ask but should have! For property
investors who want to refine their strategy for maxm gain, this resourceful handbook will make
a great constant companion.” Eynas Brodie, Editor, Australian Property Ineesnagazine.

Combining Noel Whittaker’s easy reading style withia Hartman’s mind numbing attention to detaibvaa
major challenge which ran way over schedule bistfinished, printed, and in the book stores. ¥an also
purchase it online by going teaww.bantacs.com.au/property.phfhe cost is $29.95 plus $5.95 postage — tax
deductible of course!

Ask BAN TACS

For $39.95 you can have your questions regardiqmt&aGains Tax, Rental Properties and Work Related
Expenses answered. For your Accountant, we williohe ATO references to support our conclusiorst ga
to www.bantacs.com.aand look for the Ask Bantacs link under ‘Most Plagpuon the home page.
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Back Issues & Booklets

To obtain free back issues of the fortnightly BAN TACS Newsflash or any of the following booklets visit our
web site at www.bantacs.com.au/publications.php. You can also subscribe to our Newsflash reminder.

Alienation of Personal Services Income Buying a Business Capital Gains Tax

Claim Your Trip Around Australia Claimable Loans Claiming a Motor Vehicle
Defence Forces [Military] Death and Taxes Division 35

How Not To Be A Developer Divorce FBT for PBls

Fringe Benefits Tax Investors Miners

Goods and Services Tax Overseas Professional Practices
Key Performance Indicators Real Estate Agent Rental Properties
Overseas Backpacker Fruit Pickers Selling a Business Small Business

Secret Plans and Clever Tricks Subcontractors Teachers

Self Managed Superannuation Funds Wage Earners Year End Tax Strategies

Disclaimer: Please note in many cases the legislation referred to above has only just passed through parliament. The full effect is not clear yet
but it is already necessary to make you aware of the ramifications despite the limited commentary available. On the other side of the coin by the
time you read this information it may be out of date. The information is presented in summary form and intended only to draw your attention to
issues you should further discuss with your accountant. Please do not act on this information without further consultation. We disclaim any
responsibility for actions taken on the above without further advice as to your particular circumstances.
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