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Important

This booklet is simply a collection of Newsflash articles tevant to GST. The articles are transferred
from Newsflash into this booklet so it is best read fromhe back page forwards to ensure you are reading
the latest article on the topic first. Note that the inbrmation contained in this booklet is not updated
regularly so it is important that you seek professional advice before acting on it

Basic Mechanics of GST

All businesses with a turnover greater than $50,000 must regist&Sd unless they are “Input Taxed” i.e.
domestic rental properties. Even exempt businesses need torregamtder to claim back their input credits.
All businesses that are not exempt and are registered forn@St charge GST to all customers even if the
customers are exempt from GST. The only exemptions from clga@B8T are on exempt goods not exempt
customers, with the exception of disabled vehicles and the partsefa® vehicles. All businesses registered for
GST can claim an input credit for GST paid on inputs to their business.

Note unlike sales tax there are no exemptions, only input crédiitone can ask you to sell them goods or
services exempt from GST unless those goods or services anptetkemselves. Exempt entities have to
claim their GST back from the ATO, not buy goods or servicéisowt GST. Unlike sales tax, the tax is not to
be added on at the end of the invoice. Each price stated must be GST inclusive.

Definitions

Input Taxed — GST is paid on all expenses unless they are an exempt exquaisas food. But no credit can
be claimed for the GST paid. No GST is charged on salescome. Examples: domestic rental
properties and bank transactions.

GST Free— GST is not charged to customers but an input credit can besdl@minputs where GST has
been paid. Must register for GST and perform basically the gamerwork tasks as normal businesses.
Examples medical services, childcare and exports.

GST and Domestic Rental Properties

Properties rented to households will be input taxed. This mieainthé rent does not need to be increased to
include GST. But an input credit cannot be claimed forGI8a paid on expenses relating to the property. In
particular, building materials that were exempt from std&sbut now will be subject to GST, will increase. As a
result the costs of maintaining a rental property are expéztedrease. Further, the GST will increase the cost of
new houses, eventually increasing the value of established homes. Landlordegxpecake the same percentage
return as they were before GST may increase rents. Thased@rice of housing may also push more people into
the rental market and so increase demand for an item now motg twsupply. In summary, increased
maintenance costs, replacement costs and demand will have abteastmvard pressure on rents.

Miscellaneous GST Information

You will need an ABN to register for PAYG regardless of wheyloei choose to be registered for GST. In other
words if you pay employees or sub contractors you will need tpletenan ABN application form. According to
the ATO, you will have to fill in the same details as fegph on the GST business activity statement if you are
registered for PAYG. Of course subcontractors need an ABN as well.

Regarding Real Estate for GST purposes the transactiorsdatedate the property actually changes hands not
the date of signing the original contract as is the case for CGT.

GST & Employee’s out of Pockets

Only businesses registered for GST can claim an input coed&3T paid on expenses. If an employee
pays for a work related expense the benefit of the input aedast unless the employer reimburses the
employee for the expense. After™30une 2000, instead of paying employees a tool allowance, thelyaw
10% more to spend if the tools are actually purchased by thiwen either directly or by reimbursing the
employee.
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Note- Employees should be advised of the details required to elaimput credit - they will need to have
these on the receipt for which they are seeking reimbursemeil. R3000/17 paragraphs 73& 74 allows the
receipt to show the employees name not the employers.

To ensure the reimbursement does not create an FBT liabilihhueie employees only for expenses that
would otherwise be deductible in their personal income tax return.

Threshold Changes

You are required to lodge your business activity statement elexdhiignand monthly only if your annual
turnover exceeds $20 million. You can elect to lodge electronicatly@ monthly if you annual turnover is
less than $20 million.

You can account for GST on a cash basis (rather than accfugdslr iannual turnover is less than $1
million. You can also use a cash basis if your annual turnowveoiis than $1 million and you are accounting
on a cash basis for income tax purposes.

Taxi Drivers and GST

Page 7 of the Australian Taxi Industry Association’s GST Masitabs that taxi drivers in a bailment
arrangement are the ones who must forward one eleventh of thetetatdken, during his shift, to the ATO as
GST collected. This means that the percentage used tonsplihé between the taxi driver and the cab owner
will need to change. The following is an example of how the @#iTaffect the split. In this example the
owner pays fuel and all other costs of the vehicle. The split is 45% to the driver and 58%wmer.

Assuming takings of $100 prior to GST ATO Driver Owner

The old way the $100 would be split 55% to the owner and 45% tp the
driver i.e. 45.00 55.00

After GST, takings for the same amount of travel will leselto $110. Th
price increase should not be a full 10% because input creditsbe/
claimable on expenses such as fuel. Petrol and Diesel shouldhetagnhe
price at the bowser as the government will adjust excisadore this, bug
LPG will increase with GST. One eleventh of the fuel hilll be
reimbursed through the GST system. There is an argumerthéhatrty
paying for the fuel, in this case the owner, should now receivavar
portion of the total takings. For the sake of the exercise lasgume the
percentages stay the same. That is that the Owneixgitts to get 55% @
the actual fares after GST has been remitted to the ATO aridriver 45%.
Also, for the point of proving the percentages work out the same | will
assume a full 10% increase in fares. Therefore takings G&ar will be
$110. According to page 7 of the manual one eleventh of this i.e. $10 wi

be sent to the ATO as GST. 10.00

D

=

The owner will still receive 55% of the total fares whicl$80.50, but as
this is income to the owner, the owner must send one eleventh, namely $5.50
to the ATO as GST. 5.50 55.00

"2}

As the driver has paid $60.50 to the owner he will be able to @aimput
tax credit of this amount from the ATO.

After all these transactions the driver still holds: (5.50)

$110.00 — 10.00 — 60.50 + 5.50 = 45.00

The result is the same dollar value as before GST excephthabnsumey

has paid 10% which went to the ATO. 10.00 45.00 55.00

But what if fares go up by only 8%?

This could happen because the costs of fuel, parts and vehicleorilase as a result of the GST, especially
after input credits are claimed. Note the labour portion of repall probably increase, but not by more than
the input tax credit. Diesel and Petrol should be one eleventh cladtgretlaiming the input credit, but LPG
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will probably reduce by a small amount only after the input creditrking through the same circumstances
above, but with only an increase of 8%, the figures change as follows:

Assuming takings of $100 prior to GST ATO Driver Owner
Prior to GST $100 Fare 45.00 55.00
After GST same amount of travel results in $108. The driver reust one
eleventh of this to the ATO: 9.82
The Owner then receives 55% of the gross takings $59.40 but has to remi
one eleventh to the ATO: 5.40 54.00
The reduction in income is probably less than the savings on operatiag cos
The driver can claim the input credit back so he is left with (5.40)
$108 —9.82 - 59.40 + 5.40 = 44.18
Driver’s income is reduced but as in this case the Owner B883%o of the
costs, the owner is the only one to benefit from the costs savings. 9.82 44.18 54.00

In this case it is extremely unfair as the driver who ghgsGST is not the one who benefits from the
reduction in vehicle operating costs because in this case the pawseall costs including fuel. The 45:55 split
will have to be renegotiated but this cannot be done accuratelyheniiicrease in fares is known and we have
an idea of the changes in operating costs. Fortunately, becatise particular agreement the owner bears
99.9% of the costs a formula can be applied to working out the drateai®. Note this will be fair only if the
fare increase as a result of the GST truly reflects the costgsavin

If fares increase by 8% the driver should still get $45 out of every $108 collecttedthrough as above:

Assuming takings of $100 prior to GST ATO Driver Owner

8% Increase in Fares Driver’s Percentage 45.85%

$108 in fares the driver has to send one eleventh to the ATO as GST: 9.82

The driver then gives the owner 100%-45.85% = 54.15%
Of the $108 = $58.48 but the owner must pay one eleventh to the ATO as

GST: 5.32 53.16
The Driver can claim the input credit back on the Money paid to the Ownef5.32)
The Driver then ends up with $108 — 9.82 — 58.48 + 5.32: 9.82 45.02 53.16

The Owner is getting less than previously but if the Industry correctlyteeiscrease in fares then there should be a
corresponding reduction in his costs.

Assuming takings of $100 prior to GST ATO Driver Owner

7% Increase in Fares Driver’'s Percentage 46.27%

$107 in fares the driver has to send one eleventh to the ATO as GST: 9.72

The driver then gives the owner 100%-46.27% = 53.73%
Of the $107 = $57.49 but the owner must pay one eleventh to the ATO as

GST: 5.23 52.26
The Driver can claim the input credit back on the money paid to the Owne(5.23)
The Driver then ends up with $107 — 9.72 — 57.49 + 5.23: 9.72 45.02 52.26

Note for each 1% change in the percentage increase in the fad¥itbes percentage share needs to be
adjusted by .43% but you should work through the above to be sure as thasWiljure a bit out over a few
percentage points change in the fares.

If you use Cab-charge or the driver pays some of the operatihgheoabove is not suitable to your
circumstances.

GST Applies When Selling Equipment etc.

A business must remit 1/1bf any income from a taxable supply. A taxable supply is @my hot GST
free or input taxed. Examples of GST free items are exports, medicaksypalsic food, plain milk and water.

BAN TACS Accountants Pty Ltd Goods and Services Tax Booklet -4-
Created by Julia Hartman B.Bus CPA, CA, Registered Tax Agent



Examples of input taxed items are interest and dividends. $e ibusiness receives income from any item
other than these, GST probably applies even though the sale mightwithibeéhe normal trading practices of
the business. For example 11df the price received for the sale of a business vehicle mushiigted to the
ATO as GST. This is so even if the vehicle has been defgécjaurchased beforé July 2000 or purchased
brand new in 2000/2001 and no input credit was claimable on the purchase.boleeatso applies to a

business selling off some of its plant.

Please note the above refers to income not funds received by veajyoah. There are special rules
regarding the sale of a business. These special rules applyotiwill, Plant, Motor Vehicles and Business
Premises sold as part a business that is a going concesnmgiortant to consult an accountant before signing
any contract to sell a business without paying GST as the special rulesfeaveaps.

GST Free Supplies

The following is the most current list available of items that are GSTNiate this is not by any means final.

Hospital Services such as:

¢ Public and private hospital treatment

¢ Hospital-in-the-home services
¢ Hospital outreach services

¢ Hospital services that are contracted out

Food and Drink:

¢ Meat but not crackling

¢ Baked Beans

¢ Cheese-topped bread

+ Damper

¢ Fruit loaves, plain

¢ Gluten-free bread

¢ Hamburger buns

4 Lavash bread

¢ Lebanese bread

¢ Pita bread

¢ Plain bread and rolls

¢ Plain focaccia

¢ Pumpkin bread

+ Sesame seed or poppy seed rolls
4 Sour dough or rye bread
4 Unleavened bread

¢ Yeast-free bread

¢ Infant or invalid rusks
¢ Irish stew, tinned

¢ Lobsters (dead or alive)
¢ Meat products

¢ Raw nuts

¢ Unshelled nuts

¢ Oysters (dead or alive)
¢ Uncooked pasta

¢ Frozen vegetables

¢ Seasoning

¢ Soup

¢ Spaghetti

¢ Spices

¢ Sugar

¢ Sweeteners

¢ Vegetables

¢ Chicory

¢ Breakfast cereals that are not separately wrappé&bffee

¢ Cake mixes

¢ Candied peel

¢ Cheese

¢ Fresh or frozen chicken
¢ Condiments

¢ Cooking fats and oils
¢ Crabs (dead or alive)
¢ Eggs

¢ Fish

¢ Fish fingers

¢ Flavourings

¢ Frozen whole fruit
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¢ Cordials at least 90% fruit juice

¢ Carbonated 100% pure fruit juices
¢ Non-carbonated 90% pure juices
¢ Infant or invalid beverages

¢ Tortillas

¢ Lactose

+ Malt

¢ Milk products (unless listed)

+ Non-carbonated pure water

¢ Rice milk

¢ Soy milk

¢ All teas



¢ Fruit ¢ Unprocessed goat milk
¢ Hamburger patties sold in packets ¢ Carbonated 100% vegetable juice
¢ Fresh or dried herbs

Health and Medical

¢ Services of a medical practitioner or pathologist.

Services of Allied Health Practitionersthese include:
¢ Aboriginal or TorresStrait Islander health services ¢ Chiropractic

¢ Acupuncture ¢ Dental

¢ Audiology, eudiometry ¢ Dietary

¢ Chiropody ¢ Herbal Medicine
¢ Naturopathy ¢ Nursing

¢ Occupational therapy ¢ Optometry

¢ Osteopathy ¢ Paramedical

¢ Pharmacy ¢ Psychology

¢ Physiotherapy ¢ Podiatry

¢ Speech pathology ¢ Speech therapy
¢ Residential, Community Care and Specialist Disability Services.

¢ Social work

Medical aids and Appliances

Drugs, Medicines and Health Goodswhere:

¢ They are supplied on prescription and supply without prescription is restricted.

¢ They qualify as pharmaceutical benefits and are sold on prescription.

¢ They can only be supplied by a medical practitioner, dental poaetitor pharmacist (eg. Ventolin), or by
other legally permitted people. (eg. optometrists or chiropodists)

¢ They qualify as Schedule 2 (S2) drugs or medicines such asawpparacetamol (or would if they were
in different packet sizes), medicated cough medicines, antifungaiments, and smoking cessation
treatments such as Nicorettes.

¢ They are supplied under special arrangements that enable non-apgoodsdio be used by people with
life-threatening or other serious conditions.

Health Insurance

What Food is GST Free?
The Tax Reform Web site atvw.taxreform.ato.gov.ais constantly updating the information available on
what and when food will be subject to GST.

GST Titbits to Push You Over the Edge

If you charge your customers a fee on tbeer due accountyou will have to remit 1/1to the ATO as
GST unless that charge is considered interest which is a financial supply an@egdut Accordingly, you will
not have to remit GST and you will not suffer all the administraproblems of providing an input taxed
supply because you should be under the threshold. The threshold is $50,000 imeidipsitrelating to the
financial supply or if the input credits relating to the provisiotheffinancial supply exceed 10% of your total
input credits. If you intend to charge interest on overdue accounts, pleadethat you are legally entitled to
do so. On the other side of the fence, if one of your suppliers chargesfge for late payment of their account
you can claim an input credit for 1/4,1but if it is an interest charge then no input credit is available.

Fisherman/woman don’t separate the eggs from the fish. Caviar is subject tosSTish are not. The
ATO considers Caviar to become Caviar the minute it leavessiheven if it has not been salted. So a fish

BAN TACS Accountants Pty Ltd Goods and Services Tax Booklet -6-
Created by Julia Hartman B.Bus CPA, CA, Registered Tax Agent


http://www.taxreform.ato.gov.au/

containing eggs is GST free. But the eggs no longer attaohie ffish are subject to GST so 171df the
price you receive must be remitted to the ATO.

Businesses who are accounting for GST on an accruals bagisir.eirhover is greater than one million
will have to pay the GST on the whole contract price in the perigdréoeive the deposit. Accordingly, they
should consider increasing the deposit they require by another 10% of the totait qgoitea

GST is payable oemployee contributions for fringe benefits If an employee pays a cash contribution
towards a benefit provided by his or her employer, the emptoyst remit 1/11 of the amount received to the
ATO as GST. If the employee makes a contribution by a metied ttan cash (i.e. puts petrol in the car) the
employer does not have to remit any GST. This all works oteinvash as the employee is unable to claim an
input credit for the GST in the fuel price he or she paid and cannsttipgsinput credit on to his or her
employer.

Joint Owners of Commercial Property

Firstly, make sure you have an ABN befoteldly, 2000 or your tenants will be holding back 48.5% of their
rent and sending it to the ATO. Registering for an ABN dustsautomatically require you to remit 171af
the rent you receive to the ATO as GST. This is only negegghe rental income is greater than $50,000 per
annum. If you are not registered for GST you will not be ableaiondnput credits but this is a small price to
pay for not losing 1/1 of your income. Your tenants may want you to be registered for GST so thelgica
an input credit for 1/1 of the rent they pay. If your tenants are only very small busésethat are not
registered to charge GST and so claim input credits, thiyeti care whether you are registered but may
expect their rent to be cheaper.

Joint Owners of Commercial Propearg not normally required to lodge a partnership income tax return,
they do not have a partnership tax file number. However, thépevilequired to have a partnership ABN. A
normal application for a partnership ABN form can be used juseé vimd TFN necessary” where it asks for the
partnership TFN. The individual owner's TENs can be entered at tkedbdahe form. Note you will not be
able to lodge the application over the internet. If the rent retdioen the commercial property is less than
$50,000 there is no requirement to charge GST, but of course input criiditetvioe claimable on the GST
paid on repairs etc. Note the $50,000 threshold looks only at the joint income from therciahpnaperty not
each individual owner’s turnover in their own right. So, one of the ownaysbe registered for GST in their
own business because the turnover is more than $50,000. This would notheffecmmercial property
because for taxation purposes it is a completely separate fatitythe owner’'s. There are no compulsory
grouping provisions in the GST so each entity tests the $50,000 thresheiduatly. For example, A & B
jointly own a commercial property that produces $35,000 in rental incomgepe A & B do not have to
charge GST as they are under the threshold. B the buys a caalmpesperty with C that returns $40,000 in
rental income per year. Then B also buys a commercial propght\D that produces annual rental income of
$30,000. Now, assuming B has a 50% interest in all properties, B’s medntantal income is $52,500 and the
GST threshold is $50,000. Nevertheless, B does not have to chargeeG&ise for GST purposes he is not
the owner of the properties - each individual partnership is and didiNy the partnerships do not exceed the
threshold. Caution, there are anti avoidance provisions that would pratzbly an intentional transfer of
properties for this purpose but they would not catch a simple purdhiaseroperty. So while you can't
rearrange your properties to avoid GST you can consider these @nevishen deciding what name to
purchase your next property in.

If the rent does include GST, a “tax invoice” must be recdyeithe tenant in order for him or her to claim
an input tax credit. Refer Newsflash 9 for details of thermétion to be included in a tax invoice. According
to GSTR1999/D10 (which is a draft ruling only) one invoice can cover prailgayments but, if the amount
varies, a schedule must be attached showing the amount for eagh shpghse can be used as a tax invoice if
it has the correct details, states that the parties intend the leasettxbevaice and a new document is created
if the amount of the rent changes.

Voluntary Agreements

The ATO fact sheet NAT3063 states the following:
1) A voluntary agreement must be in writing and must be for the services of an individuabas an ABN.
2) The agreement can be terminated by either party advising the other in .writing
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3) Providing the person who is receiving the services would normakntiged to a full input credit for these
services, the person supplying the services does not chargeoGIsa person receiving the services. The
person receiving the services does not receive an input credierfaces provided under a voluntary
agreement. So you would expect to be charged™&sk than suppliers for whom you can claim an input
credit.

4) The person who provides the service should be registered for GBdyasan claim an input credit for any
items they buy in relation to their business but do not have to charge GST to the peErsamgréne service
under a voluntary agreemenBut if the service provider is also providing services to the public lagid t
total turnover is under $50,000 it will probably not be in their interest to register for GST.

5) Basically, the rate of tax to be withheld is either 20% or theumt shown as the instalment rate at T2 on
the subcontractor's BAS. Note the ATO has released a volunteggragnt form that can be used but it is
not compulsory.

6) Appropriate records must be kept by the payer for each individual subctontras a payment summary
must be prepared at the end of the year.

Ice

The ATO has finally ruled that ice will be subject to GST. iBstipplied as part of an item that is normally
GST free and there is no extra charge for the ice then no G8¥ teebe charged. For example a fisherman
packing his fish in ice to take to the markets. He is only fmithe fish and fish are GST free so the whole
transaction is GST free. Note the fisherman would have paidv@®h he bought the ice. He can still claim
this back as an input credit.

For details of the ruling on ice and other mind-numbing issues stioh dsfinition of pudding visit the Tax
Reform web site atww.taxreform.ato.gov.au/ind_partner/food/issues.html

Domestic Rental Properties — Paying an Invoice

In media release Nat 2000/50 the Commissioner of Taxation annountemvtteas of domestic rental
properties will not need to have an ABN even if their tenantgaseof the premises for business purposes.
Landlords don’t even have to have an ABN if they are renting theefgyof a business that is providing the
accommodation to their employees i.e. The Defence Force.

The letting of domestic rental properties does fall within thimitleh of an enterprise. This means owners
are entitled to an ABN but there should never be a need fortthéawve one. This also means landlords have
the same responsibilities under the ABN withholding provisions as btisanesses. A landlord must withhold
48.5% of a payment for rental property expenses if the invoice does not contain an ABN.

Small Food Retallers

GSTD 2000/D2 is only a draft ruling but a&5July, 2000 is fast approaching it is the best we can do at the
moment. This ruling addresses the problems faced by takeawaytéwed selling a piece or fruit or bottled
water. These are some of the items that are GST famdumed off the premises but subject to GST if the
customer consumes them before leaving. These items can now beedupBIl free if the method of the
suppliers operations are such that it is not clear at the dfnpairchase where the item will be consumed,
provided the item is served in its original take away contdireerunopened bottle), not served at a table or any
other way that indicates it is expected to be consumed on the premises.

GSTD 2000/D3 is also a draft ruling that allows basic “norpatkaging of GST free items (i.e. bottle) to
also be supplied GST free. This includes as GST free basisgitez® such as straws, spoons etc if no extra
charge is made for them. There is a problem if the purchalsel@ésca promotional glass or recipe etc. The
whole supply can only be GST free when no charge is made for teeseand the total cost price of all the
non GST free supply is the lesser of $3 or 20% of the wholesale value of the total supply.

As outlined in Newsflash 8 there are three concessions for feimdlietailers that do not have a till capable
of separating GST Free items. They are the business noati®an snapshot method and stock purchases
method. The Commissioner has released his percentages for the business normsthetlasd as follows:

Type of Shop Sales GST free Purchases GST free
Continental Delicatessens

(that don’t sell hot foods or prepared meals) 85% 90%
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Cake Shops 2% 95%

Health food shops

(that don’t convert GST-free Food into taxable food) 35% 35%
Fish shopgthat sell fresh fish and some cooked fish) 35% 98%
Pharmacieqwith both taxable and GST free Food sales)

- Dispensary: non-claimable 98% 0%

- Over the counter 47.5% 2%

Hot Bread Shops 50% 75%
Convenience stores which:

- Prepare takeaways 22.5% 30%

- Don’t prepare takeaways 30% 30%
Rural convenience storé¢that may sell fuel or have an Australian Post agency):

- Converters 22.5% 30%

- Non-converters 30% 30%

Note a rural convenience store may be a converter if it pregakeaway or hot foods. For example, it may
convert GST free bread and filling into sandwiches, or GST free potatoes andditdxatile fish and chips.

The tax office has produced a booklet titled “simplified GST Acaogmdethods for Food Retailers” which
is available by calling 13 24 78 orwatvw.taxreform.ato.gov.au

Apportionment of Input Credits for Motor Vehicle Ex penses

GSTB2000/2 explains how to apportion the input credits on motor vehicle egpeibe percentage or
number of kilometres etc that you calculate for income tax purpssastinecessarily the same for GST
purposes. Under GST, an input credit can be claimed only for thbawever apportioned) relating to a GST
registered business. Therefore, if your estimate for incareptrposes includes travel for work as an
employee or an activity that is input taxed, such as a domestial property, an input credit is not claimable
for that portion.

While the following methods refer to the methods used for income tax purposes, iesessary to use the
same method for both GST and income tax purposes.

Under 5,000km pa for a GST Registered Business:

Formula Method - The GST Registered Business Kilometres antbtddekilometres can be estimated from
odometer readings, service records or any other reasonable Dasiportion of the GST input credit that can
be claimed is calculated by either of the following:

Reasonable estimate of GST registered business kilometres
Reasonable estimate of total kilometres

or
Set rate method
Reasonable estimate of GST Percentage of input credit
Business Kilometres per year that can be claimed
0-1250 5%
1251 - 2500 10%
2501 — 3750 15%
3751 - 5000 20%
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Over 5,000km pa for a GST Registered Business:
33.33% or the percentage shown in a log book (prepared in accordanceewitbdme tax law requirements)
after removing travel regarding employment or a domestic rental property.

An input credit is available for the purchase of a second hand earlaft2k and a new car after 1-5-2001.
This is claimable in the first quarter after purchase butdgmstment may be necessary in later quarters if the
percentage claimable changes. This would not normally apply toratiter vehicle expenses as the threshold
for an expense to be subject to an adjustment is $1,100 (including GST) for each individua.expens

Unlike the Income Tax Legislation under the GST estimatexpéreses cannot be used to claim back an
input credit. Estimates can be used only to work out the businesnfage. To claim an input credit a tax
invoice must be obtained (refer Newsflash 9 second page) forpahses including the private portiofhis
means all clients registered for GST must keep all their fuel regats all year.

If the business operates as a partnership, trust or company and the vehicle islypergonad an input credit
is not claimable unless the partnership, trust or company reimburses the awhereixpense.

Wages, Commissions, Voluntary Agreements & the BAS

Voluntary Agreements —The gross amount is included at W1 and the tax withheld at W2. ahesants do

not appear in any of the G boxes. Refer BAS Instruction book page 107.

Wages —This includes bonuses, leave payments, commissions, allowancesdetoc paiployees. Include the
gross amount at W1 and the tax withheld at W2. This amount does not app®anirthe G boxes. Refer BAS
Instruction book pages 107 and 50.

ABN Quoted but not registered for GST- If using the shortened BAS form described above you need onl
include this amount in G11 as G14 is not required to be filled out ishibened version. But note it is not
included in the calculation for G20. When entering this in Quickbooksatheadde will be NCF. Refer BAS
Instruction book pages 50 and 55.

Registered for GST and Quoting ABN —Include the GST inclusive amount at G11. This amount is includec
in the calculation for G20. The QuickBooks tax code is NCG. Refer BAS Inetrloiok page 50.

Supplies on Which no Input Tax Credit can be Claimed

Newsflash 9 outlines the requirements of a tax invoice, which is a prerequiziagfble to claim a credit.
The following is an updated but still incomplete list of supplies orchvho GST input credits can be claimed.
For those paying the following expenses care should be taken to gosude not attempt to claim an input
credit for them:

All items classified as input taxed or GST free, many of which are listeloelow.

« Expenditure over $55 where no taxed invoice has been kept

« Life Insurance

e The stamp duty portion of all insurance policies

+ Residential Rent — even if part of the premises are used for bsispreviding the actual
premises are of a domestic nature.

« A piece of Real Estate acquired where the vendor used the margin scheme

« Acquisition of residential premises

« Precious Metals and subsequent supplies

« Sale of existing business by shares

« Sale of existing residence

« Financial supplies i.e. bank fees and interest on loans but not merchant fees.

« Basic Foods as per ATO web site - a 29 page list.

« Payments made under a Voluntary Agreement.

« The private portion of any expense.

« Inrelation to any item that is not tax deductible

- Salary, wages and allowances

e Superannuation

« Entertainment

« Fines and Penalties
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« Any expenses associated with domestic rental properties i.gtles as far as having to
apportion motor vehicle expenses.

« Most Federal and State Government Fees: i.e. Rates, Occupational H&altbt®.— Licences to
operate plant, Income Tax, Fringe Benefits Tax, Wool Tax, Meglicavy, Various ASIC Fees,
Primary Industry Levies, Drivers’ & Boat Licences, Various Gdéiges, Tax Agent Registration
Fees and Pay-roll tax. In other words when dealing with a goesrn department it is
important to check whether GST is included in the price paid.

Super Contributions for Employees & the BAS

No input credit is allowed for superannuation contributions made bygenglfor their employees because GST
is not charged on superannuation. Normally when an expense has no GST in the price thes amctuded at G11
and then deducted at G14 on the BAS. This is not the case with swpsran. It is neither included at G11 nor
G14. Superannuation Contributions are totally excluded from the BR&er Newsletter No. 4 of the Primary

Production Industry Partnership.
Cash Basis BAS Rules

Refer GSTR2000/23. Despite being on a cash basis the BAS is notegbly when amounts appear on the
bank statements. When a payment is received by cheque theipeyeles the amount in their BAS when the
cheque is received. The payer includes the payment when the e¢hgupsted or handed over. When payment is
made by credit card the payment is recorded in the BAS bythetPayee and Payer when the slip is signed or
details are given over the phone. When payment is receivexh\agency (i.e. commercial rental property) the
NTAAs have a ruling stating that the amount is included inRhacipal’'s (Landlord’s) BAS when the Agent
notifies the Principal of the payment being received.

Telstra Advertising Fees

Telstra have been asking customers to pay the GST up fromiu iéport GST on an accruals basis then you can
claim the whole input credit when making the first payment but yilthave to bring the whole amount of the debt
into account. For example, assuming GST of $100 plus 4 quarterlymestal of $250 each, in QuickBooks bill
entry the cheque amount for the first payment i.e. GST up front plus first quartalrient, would be $350:

Account Tax Code Net Amount Tax Amount
Advertising NCG 1,000.00 100.00
Accounts Payable -750.00

If you report GST on a cash basis you will not be able to claifutheput credit for the up front payment until
the whole amount is paid as under section 29-5 you can claim arciegiitof only 1/11 of the amount paid each
time. Therefore the entry for the same $350 on a cash basis would be:

Account Tax Code Net Amount Tax Amount
Advertising NCG 318.18 31.82

Finer Points for BAS

Be careful not to claim an input credit for supplies from supphis are not registered for GST (i.e. because
their turnover is under $50,000). It is also not necessary to inthede payments in G11 and probably more
practical not to if using the concessions on the G items areiin the first article of this Newsflash. If using
QuickBooks, use the NCF tax code.

Don’'t pay GST or include in G1 any money received aft8rX®e 2000 if the service or goods were supplied
before or on that date. This is so even if you are reporting3dr @ a cash basis. Don’t claim an input credit for
payments made for goods or services supplied before or ®dB& 2000. It is not necessary to include these
amounts at G11 or G10 but, if you do, make sure they are alsoedcid>14 or removed before you calculate your
input credit if you are using the abridged BAS mentioned in the first aofitkes Newsflash.

Lay-bys claimed after 8QJune 2000 are subject to GST on the full original price of the goods.
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Working out Your Workcover Payment

It has come to our attention that it can be very confusing whamgttgi work out the GST component of a
Workcover Policy. A quick call to Workcover has resolved this problem.

GST is charged as listed below. The amount at (2) needs to be djided5 to remove the stamp duty
component of the credit as stamp duty is added on after GST.

To record this transaction in Quickbooks you must first enter dduilll,3 & 4, ( it is best to enter each
component to save confusion if you need to look back at a later date)

Bill

Account Tax Amount Tax Amount

Insurance NCG 2281.01 228.10 Assessed premium for 1999/2000
Insurance NCG 2419.20 241.92 Plus Provisional Premium for 1999/2000
Insurance NCG 89.37 8.93 Plus Late Payments (if any)

Insurance PLR 167.25 0.00 Stamp Duty not shown at G11

4789.58 478.95 = Total Bill $5,268.53

then a credit for 2. Note that the credit for 2 needs to be split into two lines:

Account Tax Amount Tax Amount
Insurance NCG 1659.41 165.94 Provisional Premium for 1999/2000
Insurance PLR 82.97 Stamp Duty not shown at G11

1742.38 165.94 = Total Credit 1908.32(including GST)

You then use pay bills function to make payment and apply credit.

Assessed Premium for 1999/2000 - 10% GST

1. Less Provisional Premium for 1999/2000 — divide by 1.05 to remove stamp duty — then 10% GST
2. Plus Provisional Premium for 1999/2000 — 10% GST
3. Plus Late Payments (if any) — 10% GST

QuickBooks BAS Worksheet

The following are internal notes generated at a meeting diéohdiscuss a simple reconcilable method of preparing

a BAS that would suit most of our clients. Note this is nothents who make input taxed supplies. The following

assumes that your BAS is prepared on a cash basis but isaskphable to accruals. Note certain expenses are no

included in the BAS at all, they are not even put in at G11 anefsed out at G14. These expenses include

insurance excess, wages, superannuation and the stamp duty.

Object: To complete G1,G2,G3,G9,G10,G11,G12,G14&G20 of the BAS

Procedure:

1) Check that all items (the codes for transactions on the invoice) are edl@cahcome accounts

2) Check that all expenses, cost of goods sold and income entries hasktloadollowing codes in the tax code
column:

PLR Profit and Loss Reconciliation All amounts that do not go in any of the following but are
expenses, cost of goods sold or income.
QFA Questions for Accountant -f unsure of which tax code to apply or whether a tax code is necgssar

put QFA as the tax code so we will know which ones to check.
NCG Non Capital Acquisitions with GST —Expenses or cost of goods sold with G&¢luded in the
price. These amounts go in G11.

NCF Non Capital Acquisitions with No GST —Expenses or cost of goods sold where GST is not
included in the price. These amounts go in G11 and G14.
CAF Capital Acquisitions with No GST — This is for expenditure of more than $1,000 on plant and

equipment, that is items that are used but not used up in the$sjdiut only when there is no GST
included in the price i.e. a compressor bought at a garage Hadse amounts go in G10 and G14.
Note special rules apply to Hire Purchase acquisitions if reporting on a césh bas
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CAG Capital Acquisitions with GST — This is for expenditure of more than $1,000 on plant and
equipment, that is items that are used but not used up in the busirffesse amounts go in G10.
Note special rules apply to Hire Purchase acquisitions if reporting on a c@sh ba

GST Income on which GSTis Payable —These amounts go in G1. Mostly this would be sales but if any
business equipment is sold (including a motor vehicle used evepajtistin the business) this must
also be included here.

FRE Income on which No GST is Payable Fhese amounts go in G1 and G3. This applies if you supply
goods that are GST free such as basic food.

INT Interest Income — This amount is included at G1 but removed again at G4.

CAP Sale of Capital Items —This code is only to be used when you sell capital items i.epraguit and

vehicles. The total amount received from the sale must bedeatlat G1. But as this sale is a
capital item the proceeds of the sale will appear in the balance shedtlge j[GAG and CAF
amounts coded to CAP are not included when reconciling to the Cash [i3ofis. It is advisable
that you seek an accountant’s advice when preparing your firstv%$e you have sold a capital
item.
BLANK Can only be used for payments that are not capital acquisitions or aneorae, expenses or cost of
goods sold. e.g. drawings
3) To ensure no GST or input credits are missed it is necesseggdncile the total of all GSTs, FRESs, INTs and
PLRs on income, with the income totah your Profit and Loss Report. All NCG’s, NCF's and PLR’s on
expenses should balance with the total of your cost of goodsasdldbtal expensesEnsure that the Balance
Sheet balances and reconciles to the profit and loss statdinghé above accounts don’'t balance check that
sales have not been entered using the make deposits functiaoes itot allow entry of tax codeblote that
you need to make sure your reports are customised to cash and fpog€sash GST accounting method or
accrual and gros$or non-cash (Accrual) GST accounting method.
4) Look at Fixed Assets for any capital transactions that fécethe BAS, these should have been coded to CAG
or CAF or CAP.
5) Look at Hire Purchase repayments and claim GST on principal poigrif applicable. This is applicable if
reporting on a cash basis and the contract specifies what interest isicharge
6) Check for a claim for sales tax paid on trading stock.
7) To bring into account amounts received after 30-6-2k for pre GST invoices. Greateoants receivable report
and make certain that each outstanding invoice has a PLR tax code.
8) Check accounts payable at 30-6-2k to ensure they are all coded PLR.
9) Look at Insurance to check stamp duty has been removed before GST calculated.
10) Check detailed tax liability report to insure GST is always 10%.
11)In the first BAS include any GST paid before 30-6-2k i.e. insurance premiums, annuaipsiobsocetc.
12) Check that all combined private and business expenses have been apportioned.

Income Activity Statement — T1

T1 is not necessarily the same as G1. T1 usually includeseéntom business on an accruals basis yet in most
cases Gl includes business income on a cash basis. Note you can elect ® TMeas@ cash basis.
A simplified definition of income measured on a cash basid ihalactual cash, cheques and credit card
transactions received in relation to the business during tih@pencome measured on an accruals basis is
the total of all invoices dated within the period but does not include loans to thedsus
The business income included at T1 is only sales in the normal obtineebusiness so (unlike G1) it does
not include the proceeds from sale of equipment and motor vehicles. rRaitl®the GST inclusive value of
sales whereas T1 is the net amount after deducting GSTt d@és include the proceeds of the sales tax credit
for trading stock. If any income has been subject to the ABNhwitling rate of 48.5% the full gross amount
must be included as T1 not just the net amount received. If yoa soée trader you also need to include
income from outside the business such as interest, gross rent, dividsmadtses, your share of any other trust
or partnership income. If you are a partner your share of incomettfipartnership is subject to the formula
above “Partnership PAYG Instalment Rates” but, after calaglatiat amount, you must also include at T1
interest etc the same as sole traders. If you are a beneficiary dfgetraa accountant to calculate your T1.
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Employee Contributions for FBT and the BAS
On the 21st May, 2001 the Commissioner released GSTR 2001/3 whichwitbalsmployee contributions
towards fringe benefits, being subject to GST. Unless the engplog&es the contribution by way of paying
the actual expenses associated with the benefit (such asafeeho input credit has been claimed on those
expenses the taxable employee contribution is to appear in thenBA& quarter in which it is received if the
BAS is on a Cash basis. According to GSTR 2000/D17 paragraph 24BiAfés on an accruals or non cash
basis all of the employee contribution is included in the BAS in hwthe first amount is received or when a
bill is issued to an employee unless the full amount is not know then only the amount reciickdied.
While the ruling doesn’t address this | believe the legislation stgppmat the full amount of the contribution
should be included when the supply is made if this is the finstyttti happen and you are reporting on a non-
cash basis. As the last FBT year started before thev@STintroduced an amount paid for a benefit received
over this particular FBT year 1st April 2000 to 31st March 2001 shouddnoetised over the period the benefit
was provided to see if there is a pre GST portion on which no GST will be payable.
Unfortunately the ruling only looks at the limited circumstancegmployees who are not owners of the
company. Many of our clients own companies or trusts of whichahegmployees. They don’t pay fringe
benefits tax because they make employee contributions to cantleédénefit. Many clients may not even be
fully aware of this because until now the entry has been magimal entry by the accountant when the tax
return is done. This is permitted to be done retrospectively watieg MT2050. GSTR2001/3 accepts that
the employee can make a contribution after the end of the FBTagddnave it apply to that year. So in order
to be technically correct the journal, when made should not be backadatdths been in the past but dated the
date it is made. This way it can be correctly recorded ilB&k® for the period when the accountant is doing
the work. Just make sure you get this information for your BA%e have written to the ATO to confirm that
this is the right approach but many clients will have to act before wikalseto get a reply, so we have had the
above approach confirmed by the NTAA.
The above probably applies to you if your vehicle is owned by a d&rusbmpany and you are not in the
maximum tax bracket, or if an employee makes contributions to you.

In Short, What to do Now?

If you have employees who make actual contributions during theayehyou prepare your BAS on a cash
basis you will have to enter these amounts on the BAS for eaddikey are received. If you prepare your
BAS on a non-cash accruals basis you have to include all the patym@ents when the first one is received or
you issue a bill or the goods are supplied unless the total ansoumtertain. This should not be a problem if
the contribution is for goods as they have been supplied so the amount shaulteba set. The problem
arises when a car is provided on an ongoing basis. There $sedmsa good argument here that the total
amount is not certain so the contribution only needs to be included wierneteived or the journal entry
made. In the latter case where you are at risk of migkisgone off entry as it does not go through the
cashbook. So if you are preparing your own BAS don’t forget to askgemuatant for this amount when the
business income tax return is done.

Some employees will be making an annual contribution in the June gasuitemost cases this is the quarter
when the liability is calculated for the FBT return. The frifigmefit calculation for motor vehicles based on
the formula method is reasonably simple. So once shown by yoourdaat you should be able to do it
yourself in future years. But note when the car has been held for more tears4ay the beginning of the FBT
year, the cost base in the formula is reduced to 2/3rds of thiradrcost. If you are accounting for the car on a
log book basis the fringe benefit calculation is much more complex.

BAS Audits

The following are extracts from a checklist of questions used by the ATitQ dur audit:

1) Confirm that the amounts at G10 and G11 reconcile with the accountimrgiseThis should be a fun
exercise considering the stamp duty is not included in G11 but is attioeints, the same applies to
insurance excesses and wages. The difference between G10 and G1Ewvdgh bgore fun as capital
assets are over $1000 in the BAS but over $300 in the accounts.

2) Reconcile G10 to the asset register and check the actual asset.

3) Check that goods for own use are taken into account.
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Selling Motor Vehicles and Plant and the GST

In Newsflash 10 we warned how if you claim an input credit oxal&luction for any durable item that was
partially business and partially private, you would have to pay lalfallth of the selling price in GST
regardless of how small the business percentage you claimed™a&d 8 has rectified this disparity. The
GST on the sale is now apportioned the same as the claim for meglitsc This amendment to the law has
been made retrospective to apply from 1st July, 2000. Accordinglye stients may need to amend their
BAS. The full amount of the GST on sale is included on the output sithe &AS but an adjustment for the
private portion is included in the input side of the BAS.

Note there are exceptions as the availability of this concession. Thevaliowa apply if any of the following
apply to the vehicle or plant:

If there was no input tax credit entittement on the original pueclpaige of the car. For example if it was
purchased new before 22nd May, 2001 or second hand before 1st July, 200(parckased when the owner
was not registered for GST.

The seller of the vehicle or plant did not charge GST. For example a private sale

Thresholds — GST Inclusive or GST Exclusive

The Minor Fringe Benefit limit of $100 is the GST inclusive pridéhe value of all fringe benefits is the GST
inclusive price.

The $300 plant and equipment limit regarding immediate write off of the expahseGST inclusive price.

The $1,000 threshold for taxpayers in the simplified tax system édleeto write off the purchase price of an
asset is GST exclusive.

To switch to the Simplified Tax System you must have an agdragpme of under $1million per year. This
amount is GST exclusive.

Prepayments are still fully deductible to all taxpayers if the amount is 8ad#0 (GST Inclusive),

The $20,000 income threshold (section 35-30) to allow the offset of a bukisgsgainst other income is the
total sales after removing the GST. Note also the $20,000 total sales is pespgrimatrper partner providing
all the partners are individuals (section 35-25).

Thankfully our Government has tax simplification as a priority.

The New BAS

You have probably noticed that the new look BAS has replaced theasgudsitions with purchases and
supplies with sales. This does not mean the definition of whathe included in the boxes has changed. To
quote the BAS Basics Guide for June 2001

The labels on the form and calculation sheet still mean the same things. ilGGisastd 1A is still 1A.

You should still refer to the BAS Instructions for the definitions of, and detail dm)adze.

The worksheet that is available to support the new look BAS has the same boxes as A& olti@efore you
are still required to include in G1, G11 & G10 items that do not iecld8T and then remove them before
calculating the GST. Further as the definition of what agtugdes in the box has not changed items that do
not fit the description of sales or purchases are still incladdatiey have been in the past. For example interes
income is included in G1 but removed before you calculate the GST as no GST ig payaibérest.

Note if you opt to pay your GST on an estimate you are must contiuse this method for the rest of the
financial year. So if you chose option 3, to pay the GST installment amount, in ttle BA$ you must do the
same in the June BAS. If you did not choose option 3 in the March quadeannot switch to it in the June
quarter unless the addition of your last two GST payments results in you @&fingot receiving a refund.

Motor Vehicle Purchases & GST

Please make sure when purchasing a motor vehicle that you ofitanlavoice if you wish to claim back the
GST for business purposes. The Purchase Contract does not constitute a Tax Invoice.
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GST Audit Warning

The ATO have begun their public awareness audits. Some audgansteas aware as others and they can be
very forceful in their opinions. The following are some examples.

Invoices over $1,000 are required to show the purchaser’'s name and addi@s® @and ABN. Directors and
employees sometimes get these invoices in their own names. WexXyerienced an ATO auditor claiming
that the invoice is not a correct tax invoice because it showsntipdoyee’s name not the company or trust
name. This interpretation by the ATO is not correct in faatomtradicts their ruling GSTR 2000/17 at
paragraphs 73 and 74 so don’t be bullied. The ruling states:

Division 111 has special rules covering the situation where you resmlaur employee, an officer of a
company or a partner for an expense they incur for an acquigitextly related to that position. Providing the
requirements of the Division are met, the reimbursementasetteas consideration for an acquisition you (or
the company) make from that person. You (or the company) miy ttla input tax credit for a creditable
acquisition if you hold the tax invoice that was issued to the persofoydlie company) reimbursed. The tax
invoice may identify that person and not you (or the company) as the recipient ofabie supply.

A Family Day Care provider came to us after she felt #TaATO auditor was over the top in disallowing
claims for food and a pet dog. We used the day care manuahtt@irages party foods and the use of pets to
entertain children as evidence that these items were acceptable bespesses.

The ATO has been particularly fussy about when an account baspbel. As most BASs are prepared on a
cash basis this is relevant but hardly important as one quariee other you still end up being entitled to the
claim. Nevertheless, if an expense is paid in cash itfisudifto argue that the invoice has actually been paid.
We have even experienced an auditor not being satisfied with atrasgiroof that the account had been paid
because it had been paid in cash so there was no record on the teankrgta There is not a lot you can do to
protect yourself here other then telling them you will seentire court knowing they would never get ATO
support to fight such a silly case. It is worth writing on an invoice how it was paid ancabdaté.

ATO auditors are checking bank statements and arguing that inslooudd be included in the period it is
deposited and expenses when the cheque is presented. This is nattberasdinition of cash basis considers
income to be received when the cheque or cash is received not whenbd@nked. Expenses are
incurred when the cheque or cash leaves your possession. BdRrZB00/23 which states at paragraphs 17
and 18:

When a payment is made by tendering Australian currency, coasiaers both provided and received when
the payment is tendered. When payment is made by way of chéguescipient of the supply provides
consideration when the cheque is either handed or posted to the sugpiesideration is received by the
supplier when the cheque is received, not when it is banked, or cleared.

An auditor has even complained that a typical tax invoice issuedtlo®erounter is not evidence that the
account has been paid. So if you are paying in cash it is waefhinkethe cash register tape if possible or
getting the cashier to sign the invoice as paid in full. Agam ithjust harassment by the ATO and they would
not win a court case but it is better to avoid the fight.

If you have experienced a GST audit and been told something th&iayeurouble swallowing please let us
know so we can research it and print the result to help others. tidob®oks issued by the ATO are only the
ATO'’s interpretation of the legislation, which we have, on manysicna, found to be incorrect. In fact they
are alarmingly misleading. Don’t be bullied!

BAS Warning

Please do not go back and change any data for that quartgoaft®&AS has been completed. If you need
to change an invoice, issue a credit note in the current gaadex new invoice. The same with any expenses.
Never date anything a date within a quarter for which a BAS has been teonple

Latest Changes to BAS by ATO

The ATO has issued a newsletter called BAS Basics inhwthiey make a few concessions. A summary of
these changes are listed below:

They give more publicity to the Accounts method of preparing th8.BAhis method has been available since
1st July, 2000. All clients who have been shown how to prepare the BASskiyrm are already using this
method.
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If your annual turnover is less than $1 million and you don't record gapital acquisitions separately, only
capital acquisitions costing more than $1,000 need to be included in Gé&fise Mote that for income tax
purposes until 1st July, 2001 only capital acquisitions costing less thanc&B80fe considered non capital
acquisitions but anything over this amount must still be includedendépreciation schedule as a capital
acquisition. Accordingly, in order to avoid problems with your inecwx return we recommend that you
continue to segregate capital investments at the $300 threshold until 1st July, ROGEST purposes you will
still be allowed the full input credit anyway - it is only aegtion of into which box you put the item on the
BAS.

The amounts you show at G1, G2, G3, G10, G11 & G14 can now be either GST inclusive or exclusive.
The amounts shown at 1A and 1B on the front of the BAS no longer neecbtwile to the amounts shown in
the G boxes. Makes you wonder why you now need to fill out the G boxes.

Understanding the GST Attribution Rules

Basically subdivision 29-5 to 29-10 of the GST legislation statesftyhatl report for GST on an accruals
(non-cash) basis you account for GST or claim input credits in the pegquhgment is received or made or, if
earlier, when an invoice is created or received. Note under ¢headse method if it is the payment of an amount
that comes first the whole amount of the contract is accounted ftirat period even if it is only a part
payment. The reverse is true if you report for GST on a casb. b@hat is, you can only claim an input credit
for amounts actually paid and you need only pay GST on amounts acaadived. Some examples of areas
when this could become a problem are considered below. Check that yostamdievhich reporting method
applies to you.

Accruals Reporting:

If a customer pays you a deposit the whole contract is incladée iIGST period the deposit is paid. So
make sure your deposit is more than 10% as you will be sending 1/lth#hwhole contract price to the ATO
probably before you get the next installment from your customer.

Cash Reporting:

When using a loan or hire purchase to acquire equipment you are considezdgbrrowing the money and
have fully paid for the goods. So an up front input credit can beeadiagn the whole amount of the purchase.
Note not the total amount of the repayments as these includesint8ilee repayments on the loan are simply
paying back your debt plus interest the latter being a fiakeapply (no input credit available). But if you
want to be totally correct in your BAS you should calculate the interest porteacbfrepayment
(usually on a reducing balance method). Put the interest portiarGhlaon the BAS and remove it again at
G14.

If you buy the equipment under interest free terms but do enteaifinance arrangement then you can
claim the purchase price of the goods up front and there is no need for furtherasneeisiterest applies.

If a supplier simply lets you pay off the equipment over a pefitithe and no separate finance agreement
has been entered into you can claim an input credit only for the amount you have paid inathat pe

The Latest Concessions Regarding the BAS

Due to the backlash the Howard government is facing regarding thenktihas placed on businesses with
the BAS, it has made the following concessions. Note businesdea witnover of more than $20 million are
not addressed here:

1) Businesses with a turnover of $2 million or less will have the omtfdadging an annual BAS but still be
required to pay their GST quarterly. The payment will be the antbegtpaid for the December Quarter.
For the 2001/2002 financial year the December quarter willkstilused, until the annual BAS has been
lodged, but an uplift factor for any changes in the Gross Donfesiguct will be added to payments made
for periods after 30 June 2001. The annual return has to be lodged when the income tevigétdged or
by 28" February 2002 if earlier. The annual return will include T8&les (G1), Exports (G2), Other GST-
Free (G3), GST Payable (1A &1B), Capital Purchases (G10) and ®tlrehases (G11). You will be
notified by the ATO of the amount you are required to pay each quarteyou can vary this amount if
necessary. But if you do apply for a variation and the total @8 by the # quarter is less than 85% of
the actual GST for the year, interest charges will apppte the simplified instalment method is only a
method of payment so if you use this method you will not be able tectalhy net refunds for a quarter
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until the end of the year when lodging the annual return. Ther#fmaenethod should not be used for
GST-free suppliers, exporters, if your GST liability is ecrair if you intend making a large capital
acquisition.

2) The BAS form will be simplified for businesses with a turnovees$ than $20 million but over $2 million
that cannot take advantage of 1) above and who lodge quarterly. Therlgdarm will only require Total
Sales (G1), GST Collected (1A) and GST Paid (1B) to be completgedding the GST, note other taxes
may apply. But they will also be required to lodge an annual returnish@wports (G2), Other GST-free
Sales (G3), Capital Purchases (G10) and Other Purchases (Gl1ltarYauoid lodging the annual return
by providing this additional information each quarter. This woulcceffely mean that you continue on the
way we have shown you except that we have advised that you tertifdebox for acquisitions that do not
include GST (G14) so that your G11 & G10 reconcile to 1B.

3) For all future years the December BAS will not be due untll R8bruary. This is later than the due date
they allowed this year so if you received a late lodgment fine it is wpplyiag for it to be remitted.

4) All other quarterly GST payment deadlines will now be 4 weelks #fe end of the quarter except for the
quarter ending the $1December which will be due by the"Bebruary.  Note monthly remitters will still
be required to pay their GST 21 days after the end of the month for every month.

5) Monthly statements will only contain 7 GST boxes: Total S&d9,(GST collected (1A), GST paid (1B),
Exports (G2), Other GST-free sales (G3), Capital Purchask®) @d Other Purchases (G11). This would
effectively mean that you continue on the way we have shown ympeihat we have advised that you
complete the box for acquisitions that do not include GST (G14) so that your G11 & G10lecicohB

6) New businesses will have to report as per 2) above (over $2 nbllibander $20million) for the first 2
quarters before they will be allowed to use the instalment method adjusted fois@BP1a above.

7) Business taxpayers with a turnover of under $1 million, who alisteegd for GST, will be given the
option of reverting to the old provisional tax method of the ATO advisiagitof the amount they have to
pay which will be based on the previous year, rather than payingrtbeme tax at their PAYG instalment
rate. But quarterly payments will still be applicable unlbe# total tax due is under $250. This includes
Sole Traders, Partners, Companies and Superannuation Funds.

| believe the ability to pay GST based on a predeterminedetby the ATO is too late to help most of our
clients as they have finally managed to accommodate the G&Torhmend that these clients continue to do a
guarterly BAS because they have already gone through theatehiexpense of setting themselves up. So they
should at least take the advantage of knowing their true liability. At leasivtivéybe in for a shock
at the end of the year or pay too much GST and stretch themdirafter This will also save them having to
complete an annual BAS. We will still be preparing ours quarterly. On thehathe clients that still require
our assistance to prepare their BAS may want to consider an @¥8alb save accounting fees especially if
their GST liability is not likely to be large anyway.

Reminder about Increased Late Lodgement Penalties

Since the % July 2000 the ATO has had the power to fine taxpayer $110 for every&8/dla are late in
reporting your tax obligations.

ATO Written GST Advice Wrong 22% of the Time

As part of the ATOs 2000/2001 Annual Report the quality of its writtleice on GST was reviewed. It
was discovered that 22% of the time this advice was incorredtindagine how inaccurate their verbal advice
has been.

When Ceasing to be Registered for GST

Division 138 of the A New Tax System (Goods and Services Taix)1®2@9 covers a taxpayer’s responsibilities
when a business ceases or just ceases to be registered for GST.

Division 138 Subsection 5 states that you must make an adjustmeni/fassets the business has been using
and are still held at the date of ceasing GST registratiomhen you purchased that asset you claimed an inpuf
credit and the adjustment period for that asset has not yeeéxpihe adjustment period is determined by the
original cost of the asset to you (Section 129-20). If the assey@os $5,000 or less (GST exclusive) your
adjustment period extends up to the fourth 30th June after the origidlaredit was claimed for the item. |If
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the asset cost more than $5,000 but less than $500,000 (GST exclusadjusivent period extends up to the
seventh 30th June after the original input credit was claimed fotetine If the asset cost more than $500,000
(GST exclusive) the adjustment period extends up to the twelfth @@#hafter the original input credit was
claimed for the item. The amount of the adjustment is 1/11th of #nketvalue at time of cancellation or the
amount you originally paid if less than the market value. Thisuamis apportioned if there is some non
business use of the asset.

Division 138 Subsection 15 allows an entity registered for GST azmbiating on a cash basis to prepare its
last BAS, upon cancellation of registration, on an accruals.b&sidringing into account any transactions that
may not have yet been paid.

Naturopaths & GST

The services (goods are discussed further on) you provide wikdrapt from GST if one of the following
applies to you (Reference Section 37-10 GST Act and section 21Regulations GSflohsns

The laws of the State or Territory where the service is prdvieguire government permission to provide these
services, it is sufficient if you have this permission.

If there is no government control. This section sets out the requitendepending upon whether the
practitioner commenced practising before or after 8th July, 1999.

After 8th July, 1999 you need to have a diploma, advanced diploma or degree in the discipdimplaging an
accredited course of study. To be an accredited course itmascredited as a higher education course by the
authority responsible for the accreditation of higher education imshe State or Territory in which the
course is conducted.

Before 8th July, 1999 there is a choice between the requiremeiijtad having been a member of a national
professional association of practitioners in the discipline before 8th July, 1999 and ogtinipe.

For the service to be GST free it must be generally acceptéie profession associated with supplying
services of that kind, as being necessary for the appropriateérgadf the recipient of the supply. Reference
Section 37-10 (1) (c) GST Act.

For goods supplied as part of Naturopathy, to be GST free theybausbnsumed during the service
(Section 38-10(4)) or be exempt because they are a food (Subdivision 3BRA)ATO issues register states
that only Ginger, Cinnamon, Cardamom, Turmeric and Licorice woulk&e@ as food. They would lose
their GST exemption if they are mixed or if supplied in tabletapsule form. The above seems a very narrow
view of the definition of food according to the GST Act includes, among other things:

“food for human consumption (whether or not requiring processing ontead), ingredients
for food for human consumption and goods to be mixed with or added to food for human
consumption (including condiments, spices, seasonings, sweetening agents onfigvouri

I would like to see a professional organisation for Naturopathsenpallthe ATO on limiting their
interpretation to few items and only when they are not mixed.

To be required to charge GST you must have a turnover of $50,000 oofritens that, if you were
registered for GST, would be subject to it. For Naturopathaiikat the professional requirements of section
21 of the GST Transition Act this means you may only have to cbartidrbs etc. that you supply to patients,
for consumption outside your office, in that $50,000 so many sole praatiiafiebe completely free of GST
anyway. Note it is very important that you are diligent wiewing the $50,000 threshold as the ATO can
come along later and take 1f1af your total turnover from you as GST, if you are wrong in agry The rule
is you must each month consider the last 11 months (for seasongéshand the likely outcome of the next
11 months based on the current month’s turnover. In most cases as goarhase a month where your sales
that would be subject to GST (if you were registered) exceed $4dl66hpuld register. Note: if the majority
of your services are exempt from GST it maybe in your ipéstest to register so you can claim input credits
on your expenses

GST Concessions for Land Developers & Rental Car Gts

Land Developerswill not be subject to GST on land they give to local governmathioaities in return for the
right to develop an area. For example an in kind contribution of padk Idhese transactions were caught
under the GST legislation so the government has introduced Taxatws Amendment Bill (No3) 2002 to
correct this. If the bill is accepted by Parliament it will apply retrospaly back to i July, 2000.

BAN TACS Accountants Pty Ltd Goods and Services Tax Booklet -19-
Created by Julia Hartman B.Bus CPA, CA, Registered Tax Agent



Rental Car Companieswill be entitled to a special credit for the GST they haad to remit to the tax office

when they have sold rental cars. Note this credit is redudbe i€ar was under an eligible short-term lease

agreement with the ATO back in the days of sales tax. Farta caalify for the special credit the following

conditions must have been met:

1) It must have been sold for the first time durifigdily 2000 and *1July 2002.

2) The car must have been held by the rental compariyatlyt 2000

3) The car must have been used as a rental car ffbdulg, 2000 until sold and have the appropriate third
party insurance.

4) Sale tax must have been paid by the rental company when the car was firssquircha

The tax credit cannot be claimed until the first BAS you loaliger the Taxation Laws Amendment Bill (No3)

2002 is passed by Parliament, but it will apply to seals of cars dating batButy12000.

Tips and GST

The ATO documerithe Taxi Industry and the New Tax Sysstates that tips are not subject to GST. This
could apply to other industries as the wording of the document is as follows:
“A genuine tip, paid on a purely voluntary basis by a customer, isulipect to GST. If the
tip is not voluntary, for example, a pre-set amount or otherwise dedm@ service charge or
similar, the amount will be subject to GST. If a voluntary tipagd with a credit card it is
not subject to GST if the amount of the tip is given to the person for whom it was intended.”

30" June 2002 First Adjustment Period for GST

If you are registered for GST and incurred an expense, Eihdely, 2000, that has both a business and
private use you have had to estimate an apportionment percentagelarheng the GST back in your BAS.
If the amount of the expense is more than $1,000 (net of GST) yoedariead to review this apportionment at
regular intervals and make an adjustment in your BAS if the o&tousiness to private use has changed. Note
because of the $1,000 (net of GST) limit you would probably only think obuegsets but this could include
a large motor vehicle repair. The intervals that you are eetmireview your apportionment are determined by
the original cost of the item as follows:
$1,001 to $5,000 net of GST -12 months after the firSt Bme after the purchase and again 12 months later
For example purchase in July 2000 the first adjustment datdiduB&, 2002 the next adjustment date 8 30
June 2003 and no more after that.
$5,001 to $500,000 net of GST -12 months after the fif8tJB@e after the purchase and again 12 months late
and each year after that for the next 3 years i.e. 5 adjuspagatls. For example purchase in October, 2001
the first adjustment date is 30June, 2003 then $Qlune, 2004 then 80June 2005 then 80June, 2006 then
30" June, 2007 and no more after that.
$500,001 or more net of GST - 12 months after the firStXMe after the purchase and again 12 months late
and each year after that for the next 8 years.
Note the above is different if you are making financial supplies

Becoming Registered for GST or De-Registering

Registering for GST— Division 60 deals with pre-establishment costs. An input credibeaclaimed on items
purchased for the business before it is established. The claim t&@nmatde until the business is registered for
GST and has reimbursed the person who incurred the expense dmalfs Bebusiness that is established but
not registered for GST i.e. turnover has gone from under $50,000 to over $&&000ly claim the GST back
on its trading stock on hand when becoming registered (Division 137).ndBeityou cannot claim the GST
back if you were previously registered for GST and held that particuld \stoen you de-registered.
De-registering for GST —If you cancel your GST registration you must pay back the inputtgred have
claimed on any assets or stock you still have when you de-re@@stesion 138). Note if you never paid GST
on the item you do not have to pay it back when de-registeringif Y8t were entitled to claim the GST input
credit but didn’t you are still caught by this section and wilehto pay GST on the item when you de-register.
If the item was only partially used for the business then youlang to pay GST on that portion. The amount
you pay GST on is the original price you paid or the current magkeé whichever is the lesser. This does not
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apply to any assets for which all the adjustment periods havediadRefer Newsflash 37 for details of

adjustment periods.
GST Pedantics

ID2002/679 — Dietary Services - To be GST free they must be sdppjiea member of the Dieticians
Association of Australia and to be considered necessary for that partriladuial by the dietary profession.
ID2002/687,8,9 — Antenatal/Postnatal Exercise Classes- For theseslto be GST free they must be
conducted by a registered physiotherapist after an initialvieteris conducted to determine whether the
classes are appropriate for the particular client. Furtigeclasses must be generally accepted as necessary |
the industry. The actual class may be run by an assistant to the physiotherapis

ID2002/686 - Farm Managers Residence- Renovations etc areossidered to be input taxed regardless of
whether the manager is charged rent or not. In other words the prigpestysidered to be a domestic rental,
therefore no GST credits can be claimed on any expenses.

Developers who Decide to Rent out House Built for ésale

Newsflash number 33 outlined the extreme GST consequences iebmvdecided to rent out a property
before it is sold. The problem arose because no GST input credaicaved for a property used for domestic
rental. The entitlement to input credits was pro rataed on abtisis. As in these sorts of cases about 95% of
the time the property was held and it was rented out, only 3% d&ST input credits on the land and building
costs are claimable yet full GST (subject to use of the imaheme) is payable on the sale because it is the
first sale of a new home.

In the Property and Construction Industry Partnership Issues Ratgstenumber 4 the ATO has now agreed
to pro rata the input credits on the basis of income received . fofimella for apportioning input credits
between the taxable supply of the home and the input taxed supply of rental accommedatiotiows:

Consideration for the taxable supply of the premises

Consideration for the taxable supply of the premises plus rental income

Note the above explains the calculation but spares you the details afhi®is dealt with in each adjustment
period as these changes do not change the article in Newsflash 37 on adjusiodst pe

GST & Expensive Cars

ID 2002/693 may surprise you with its approach to deciding if a caedsg the car limit which is currently
$55,134. This is not a simple matter of whether this amount is G@Isive or exclusive. The car limit
determines what portion of the cost price of the car can be dajgaebci The car limit also determines the
maximum amount of GST input credit claimable. Basically theg states that the cost of the car is reduced
by any input tax credit before the car limit is applied ifSyou buy a car in the 2002/03 financial year and it
costs more than $55,134 even if it is used 100% for tax-deductible purposeaxineum input credit you can
claim is $5,012. If a car’s cost exceeds $55,134 to determine whieghgurichase price exceeds the cost limit
for depreciation purposes deduct $5,012 from the purchase and then seedieis $55,134. If it does you
can only claim depreciation on $55,134. To make sense of this formulhayeuto accept that logics will
always loose out to the ATO’s passion for double dipping. FirstpgyguGST on a vehicle you use for the
business. But unlike other business expenses you are not entitlaontdhe full GST credit back. On top of
this you are not entitled to claim a tax deduction for this portigroof business expense. This means you are
taxed twice on the dollars you use to pay the GST, firstly wiheyntake the GST on purchase and again when
you earn the money to pay the GST as in these circumstances it is ndewshsi tax deduction. Then after all
that when you sell the car you must pay the ATO GST on the€ilihg price multiplied by the percentage of
business use of the vehicle.

GST on Winnings and Prizes
GSTR2002/3 states that there is no need to remit GST on trophads meribbons received as a prize if
these have little or no actual value. GST is also not payabferiateurs such as school children, TV games
show contestants and sports people who are not in the "enterpriseh@fabgports professional. But if the
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person receiving the award, that is of some value, do so as phaeirabusiness and that business is registered
for GST then they must remit 1/1bf the prize money or market value of the prize to the ATO.

Secret Plans and Clever Tricks

Adjustment periods for any expenditure over $1,000This is the amount of each individual item or
service. For example GSTR 2000/35 states that each progresentay for a separate acquisition so it does
not matter if the final product is over $1,000 it is the individual itémsiced that count. There may be an
advantage gained here by packaging items into invoices under $1,000 where ever possible.

Partnership, Cars and GST

The following only applies to partnerships. When a car is sold dmasibeen used in the business and
owned by someone who is registered for GST, GST is payable@rdceeds of the sale. The ATO considers
it to have been used in the business if input credits or a tax deduction have been claiimedgenses.

Assuming the partners themselves are not also registere@Tora&ar owned personally by the partners is
not going to be subject to GST on its sale. This means of coursputacredit can be claimed on its purchase
price.  But an input credit can still be claimed on expensesciagsd with the car by the partnership
reimbursing the partner for those expenses and then being erttitleel GST input credits. This is available
under the GST Act Section 111-5(1)(c). But the expense must be appdrthetween business and private
use.

In summary by far the most tax efficient way for a pastmp to utilize a motor vehicle that is pre GST or
purchased in a private sale, is to have it owned by the individuakepasro are not registered for GST but
reimburse these partners for the business portion of all the expenses.

GST Margin Scheme Update — Sale of Real Estate

Basics:

* The margin scheme can only be used with a house and land or landséflénas registered for GST the
margin scheme can only be used where the property was owsn86"atune 2000 or purchased under the
margin scheme. Or if the seller, who is registered fof @@ chased the property from someone who was
not registered for GST

* The margin is the amount of the selling price on which GST is calculated.

* The purchaser of a property under the margin scheme cannot clai@San input credits back on the
purchase price. But if they are registered for GST theylzam GST input credits for further expenditure
on the property.

Property Purchased After 30" June 2000:

« If you are selling a property you purchased afté? 30ne 2000 and the price you paid was calculated
under the margin scheme section 75-5 allows you to only charge GST on the diftezemeen the selling
price and the cost to you of the asset that was measured undartiie scheme. Note any improvements
to the asset after purchase do not reduce the margin. For exa@ple r@gistered developer buys land for
$66,000 from someone who is not registered for GST. The developer spends $100,000 (afitey loéedkni
input credits) putting a building on the land and sells the propert$2@®,000. If the GST on the sale is
calculated under the margin scheme it will be 1/a.$134,000 ($200,000 - $66,000).

* Note there is one dubious exception to the above ID 2002/30 statesethatéhyou paid for the property,
as calculated under section 75-10 (i.e. the portion that is not subjé&T when you sell) includes any
adjustments for land tax or council rates you may have paid knsett. But ID 2002/31 states that this
does not include legal fees.

* You cannot use the market value to set the cost under the margmesidhgu purchased the property
after 38" June 2000. This is the case even if you did not register for GST until after thasgurch

Property Purchased Before 38 June, 2000:

« If you owned a property before 8Qune, 2000 you need to set the amount that is not subject to the mare
scheme. This is the value of it at"30une, 2000 or when you first became registered for GST, whicheve
is the latter.
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« GSTR 2000/21 details how to set the value as tJ8@®e, 2000 or when you first became registered but
note this is only for property held before™Iune, 2000.

» If the property is fully complete the value can be set by a feealvaluer or the amount set by the
government for land tax or council rates purposes.

» If the property is being developed at the time you require the w@lugbu can use a value set by a
qualified valuer or use the cost of completion method.

* The cost of completion method determines what percentage of thedstalthe costs that have been
incorporated into the project at the date of valuation ares this percentage of the selling price that is not
subject to GST. Note this method can only be used if the propaidivefore T July, 2005 and owned
by you before T July, 2000.

Comparing Apples with Apples:

If you are registered for GST and you purchase a property @s3res calculated under the margin scheme
you cannot claim an input credit for any of the GST you aregeldar So it is important when comparing
properties to know whether the margin scheme applies or notth&&ST legislation does not compel the
vendor to tell you whether they are using the margin scheméact the ATO in ID 2001/393 states that the
seller does not have to decide whether to use the margin scheintheirdate of settlement. The margin
scheme only makes a difference to your cash flow not your fiodit.prSo if you intend turning the property
over quickly it doesn't make much difference but if you intend to hold thetproperty it is very relevant, for
example:

Land purchased for $66,000 under margin scheme by a developer whstisred for GST and puts a
building on it. The house cost $100,000 (after claiming back input credits on the matehai&).t The whole
property is sold for $200,000 GST inclusive but again under the margin schidraaleveloper would have to
pay GST of $12,190 ($200,000 - $66,000 = $134,000 / 11). Profit on the deal would be $&P8QMOO0 -
$66,000 - $100,000 - $12,190). As the sale with the building is under the margimedtigepurchaser will not
be entitled to input credits which would be bad if they would have beti#teé to otherwise and they intend
holding onto the property.

The same scenario as above except that the land was not undardhre stheme but the price was still
$66,000 including GST. The Developer would be able to claim an input of {000 but would have to pay
GST on 1/11 of the whole of the whole of the selling price of $200,000 which would be $18]82 profit
on the deal would now be $21,818 ($200,000 - $60,000 - $100,000 - $18,182). The purchaser of the pro
may be able to claim an input credit but the whole scenario above apply to them unless they intended to
hold onto the property.

In short don't be prepared to pay more for a property just begawsan get an input credit on it (because it
is not subject to the margin scheme) unless you intend keeping the property foriaméong t

GST When Purchasing a Business

The purchase of a business can be GST free if the following requirements.are me
1) The transfer of the business has some value
2) Both the buyer and seller are registered for GST
3) All things necessary to continue the operation of the business are transferred.
4) The seller carries on the business until the day of transfer.

GSTR 2002/5 goes into the detail of these requirements. In parpoutar3 above is a problem (GSTR
2002/5 paras 58 to 70). For example to meet the requirements oétriaugsall that is necessary to run the
business the lease on the business premises (if necesstry éontinued operation of the business) must also
be transferred. This requirement cannot be satisfied if thexr gelbehind in the rent and without a lease or does
not pay rent (paying outgoings only does not meet the requirement of paying rent).

If the purchase of the business is subject to GST make surerttiaat satisfies the tax invoice test on page
49 so you can claim the GST input credit back. Also make sure yaegistered for GST on or before the
date of the contract.

Whether the contract includes GST or is GST free is neithemioe there if you are registered for GST and
if you receive a tax invoice, though it may cause an initish deow problem. If you end up paying GST you
will be able to claim it back anyway. It is really for the seller to bewar

BAN TACS Accountants Pty Ltd Goods and Services Tax Booklet -23-
Created by Julia Hartman B.Bus CPA, CA, Registered Tax Agent



What to do When the ATO Walks in the Door

The ATO has begun what they call "Walk Ins”. Their objectivi® iBnd businesses operating outside the
PAYG or GST systems by going to an area or a particular tiydasd checking every business. The typical
guestions they will ask during these "Walk Ins" is:

1) Your ABN?

2) Are you registered and charging for GST?

3) How many employees do your have?

4) Are your Activity Statements (BAS & IAS) up to date?

They will not ask you to prove your answers but will take the infbomdoack to their office and check it
against the information you have been supplying on your BAS. This wijusbtatch out those not registered
for GST. Imagine if they walk into your premises while youehataff working yet you have not registered for
PAYG withholding (deducting tax from employees wages). We lawvg been advising clients that paying
cash wages is not worth the risk and only benefits employeeshi@a@ntployer. These "Walk Ins" are just
another reason to be up front with the ATO from the minute you start to employ.

Don't feel pressured to respond to these "Walk Ins" they do not have the rigtipd wour business. If you
are busy simply ask them to come back at a more convenient timénféhmation you provide is voluntary so
don't feel obligated but obviously if you don't eventually provide thermmétion they will use their stronger
powers to gain all the information they require. You also have ataghéve your accountant present when
they ask the questions. Clients doing the right thing should not needamtant to answer the basic questions
listed above but if they go further than this and you are concerned, you can halt thprateds until you seek
advice.

ATO staff performing the "Walk Ins" have been trained that thegt not be intrusive. The ball is in the
taxpayer's court, don't be intimidated but realise that you amsver their questions eventually. If you are
unsure of the answer you are allowed a lifeline. Call your acaauataarrange for them to come back at a
more convenient time.

Of course they will be targeting low compliance areas such as markets aodshection industry.

ATO Hit List of Most Common BAS Mistakes

According to the ATO the following is a list of areas whearsgayers are most likely to make mistakes in
their BASs.
1) Not remitting to the ATO the GST on the sale of any assets by the businesgarfpte if you update
your computer or trade in a vehicle that has been used for thefgiyou must charge GST on the sale
and record it in your BAS.
2) Taxpayers who purchase an asset under a Hire Purchasenagt and report their GST on a cash
basis are not entitled to claim the GST input credit on the purché®nt. They must only claim the
GST portion of each payment made under the HP agreement when that actual payaéat is m
3) As discussed regarding income tax returns in Newsflash 58T@ewill be using industry averages to
compare BASs for abnormalities. Some of these Benchmarks a@fabée on the ATO web site at visit
www.ato.gov.au/content/business/downloads
4) Not including Barter transactions on the BAS. They must be included even if #féenets zero.
5) No wages declared at W1 — payments of employees or contractors cash in hand.
6) Cash transactions missing.
7) Inaccurate records.
The ATO will be making an effort to contact new businessdg gathe piece to ensure they understand these
and other issues.

Financing Equipment or Motor Vehicles

As we are still getting many phone calls on this subjectéshb@peating. If you are registered for GST and
reporting on a cash basis the advent of GST should make you rethirfknancing strategy. If you finance a
purchase under hire purchase or lease section 29-10(2) will only allewoyclaim the GST input credit back
on each repayment over the term of the finance agreement. Wlaedkedtel mortgage, personal loan or
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splitting your home loan and drawing on it will allow you to claime GST input credit back at the time of
purchase. Strangely enough financial institutions are usuadiyaped to lend you the full purchase price
without allowing for the fact you will get an input credit in thexinguarter. Accordingly, these arrangements
can initially result in a cash flow injection.

Leases have also lost a lot of ground since deductions for pregaymge been limited for all but those in
the simplified tax system. This is the end of reducing a t&bypigoing out and leasing a car and making 12
months lease payments in advance, unless you are in the simplified tax system.

GST and Motor Vehicle Registration

From ' July, 2003 businesses registered for GST can claim an input fmedibtor vehicle registration.
Just like general insurance there will be a stamp duty compondin¢ @irice, which is added after the GST.
Accordingly, the GST is not exactly 1/1Df the total registration fee. Further if the vehicle is hd®%
business use you will have to apportion the GST you claim.

GST and Passing on Credit Card Fees

From the T July 2003 business owners will be permitted to charge a surobargedit card transactions to
cover the extra costs of merchant fees. The surcharge for using a ceb@itaarsidered to be part of the price
of the goods purchased so is treated for GST purposes the saneega®ds purchased. For example if the
credit card is used to buy goods that are exempt from GST sucbdasal services there is no GST payable by
the provider on the merchant fee surcharge received. On the othef thenplurchase was for clothing, which
is subject to GST then 1/1Df the merchant fee surcharge received must be remitted fTtheas GST. If
the purchase involves both GST inclusive and GST exempt goods the garohast be apportioned on the
same ratio and 1/1"of the surcharge on the non-GST inclusive goods must be remitted to the ATO.

As you can see this rule is directed at making the sdéllive goods and services liable for the GST on the
merchant fee. If you are both a supplier of GST exempt goodsviceseand those subject to GST you really
need to display a different percentage merchant fee surcharge agpendwhether the item purchased is
subject to GST. In reality the distinction will not be made an& @gain the provider of the goods or services
will absorb the cost.

Nasty Sting for Legitimate Business Expenses

You may already be aware that if you are caught by thel Alles you cannot claim a deduction for
payments made to associates unless the work they performydredates to the principal work provided to
customers or clients. An example of this is if | chargedonoyher for preparing the income tax return for his
tutoring business he would not be able to claim the fee paid tsragax deduction, despite the size of my
business. Naturally enough I don't charge him. Nevertheless, undee@Sation | am required to remit to
the ATO the amount of GST that would have been applicable had | dhangeé In an even further
development of this double standard the ATO has taken the apph@acdhd rules on payments to associates
include payments for goods. Accordingly, if your spouse owns the budmessvhich you purchase your
business's stationery and your income is from personal services you dammat deduction for that stationery.
The following is an extract from the legislation validating the ATO's agmtro

SECTION 85-20 Deductions for payments to associates etc.

85-20(1) _Youcannot deduatinder this Act

(a) any paymenyou maketo your *associateor

(b) any amounyouincur arising from an obligation ychave to your associagte the extent that the

paymentor amountelates to gaining or producing your *personal services income

85-20(2) Subsection (1) does not stop geducting a paymeior amounto the extent that it relates to

engaging your *associate perform work that forms paof the principal work for which yogain or

produce your *personal services income

85-20(3) An_amounbr paymenthat youcannot dedudbecause of this section is neither assessable income

nor *exempt incomef your *associate

Makes you wonder if any of our highly paid politicians read the legislation be®ye/dte on it, doesn't it.
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GST and Chocolate Body Paint

The ATO officer who wrote ID 2004/38 definitely has no life. A dayer wrote to the ATO asking if the
Chocolate Body Paint it manufactured was subject to GST. Thmayaxs argument being that as it was food
it should be exempt. The ATO responded by saying that in order éxempt as food the substance must not
only be food but must be used as food. The ATO further went onetohsi fact that a paint brush etc was
supplied meant that it was not being sold as food.

My question is, why would a person cover themselves in stickgotdite if it wasn't in the hope that
someone would consume it?

What is the ATO Trying to Tell Us?

The Tax Office’s annual report, released last week, clshdws that the smaller the business on average
the more it is struggling with the GST and alarmingly, the highemrelative penalties the ATO is imposing.
The report states that audit activity of micro businessesdsadted in $323 million extra GST collected plus
$15 million in penalties. Audits of small to medium businesses eesuit$257 million in additional GST plus
$7 million in penalties. Audits of big businesses resulted in $234omiilh extra GST with virtually no
penalties. It clearly shows that the smaller the busirestess they are able to cope with the GST. This is
probably as a result of economies of scale in accounting syatetrsipport staff. The alarming fact is that the
average penalty for every dollar a micro business failed to repsrd.6% yet for small to medium businesses
it was only 2.7% and big businesses didn’t even rate.

GST & Making Supplies Through an Agent

In a normal Principle and Agent arrangement it is theciptenwho is responsible for remitting the GST
charged on the sale to the ATO. This is the case whethefahdnvoice is issued by the Agent or the
Principle. But if the Agent invoices the customer, the agent mostharge GST unless the Principle is
registered for GST.

ATO ruling GSTR 2000/37 states at Paragraph 55 - “the principlabie for any GST payable on the
supplies”. This is under a normal Principle and Agent arrangemdéms. may put the principle in a vulnerable
situation if the agent does not provide relevant information about the Seltion 153-B does allow Principles
and Agents to act as separate suppliers and acquirers. Thatyisan enter into an agreement where the
Principle is taken to have made a supply to the agent and the sglean itaken to have made a supply to the
third party. Section 153-55 (1) (c) requires both the Principle andgéet to be registered for GST. GSTR
2000/37 at paragraph 76 reiterates this, specifying that thenagmeenust be in writing, specifying the
suppliers and both parties must be registered for GST. Thesgeamants together with a the right for the
Agent to create a recipient created invoice on behalf of the plenaill not reduce the Agents paperwork but
will at least streamline it.

Sell to a Farmer as Opposed to a Developer

A husband and wife purchased a farm in 1988 which they have farmednergap, continuously for the
last 15 years. Their combined assets are under $5 million. Térgytevknow how much tax they will be up for
and whether this changes if they sell to a farmer as opposedeéveloper. It is expected that they will get a
higher price from the developer but wonder whether this will behwbafter tax considerations. The following
only addresses the ramifications for the land not the plant and equipment on it.

CGT Considerations
15 Year Exemption: The most attractive CGT concession here is the 15 yearptioemThis concession is
superior to all other concession if you can qualify as follows:

1) Active Asset Test S152 - Used in the business up to just beflereusd for at least half of the time it
was owned. If the business ceases before the sale the asset must have be¢haibadiness up to the
time it ceased (note the ATO is taking a very strict viere liemeans right up to the last day) and then
must be sold within one year of the business ceasing. The property mailde an active asset if it was
used to derive rental income.

2) The asset must have been owned for at least 15 years.

3) Both owners must retire

If they can pass this test the gain is totally CGT free and does not even count theiafdBLs.
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Retirement Exemption Combined with 50% CGT Discount and 50% ActiveAsset Discount:

If they cannot meet the requirements of the 15 year exemptiamdgethey are not retiring the next best
option is the retirement exemption after utilising the 50% CGTodisttand 50% active asset discount. All
three of these concessions can be used together but before thiegatbe capital gain must be offset against
any capital losses. In the case of the 15 year exemption they would geptarkeaccumulated capital losses to
offset against other capital gains. The amount that the retiteexemption applies to counts towards their
RBLs.

For example assume the gain on the property was $100,000 the 50% CGT diseddnteduce this to
$50,000 and the 50% active asset discount would further reduce this to $25a@0@) #le remaining $25,000
into superannuation would mean that the whole $100,000 is received takHee$25,000 is not taxed in the
hands of the superannuation fund.

Note:

If they could not use the 15 year exemption because they failadtihe asset test as per 1) then they will
not qualify for the retirement exemption or the 50% active asset discount.

Despite its name the retirement exemption does not requiredhretiré. They can just put the money into
superannuation instead.

Companies and Fixed Trusts are not entitled to the 50% CGT Disculititeause of the 50% Active Asset
Discount creates problems when the asset is owned by a CompaixgaTrust. In Discretionary Trusts the
CGT flows through to the beneficiaries so is treated the senan individual. Fixed Trusts are all trusts that
are not discretionary. Fortunately our Readers owned the farm in partnership.

GST Considerations:

If they sell the land while they are registered for G&l twill have to charge GST, unless they sell it as a
going concern and the purchaser is registered for GST in wasghitwill be exempt. Whether the purchaser
is a farmer or developer, if they are registered for GShakes no difference as they can claim the GST
straight back off the ATO anyway. So the GST will be just added on to the agred pric

If the purchaser is not registered for GST they need to try to avoid chargingnGise property. If they can
drop their annual turnover to under $50,000 they could de register for @€ teey sell it. They could also
consider ceasing the business in order to deregister but thepencateful to sell within 12 months in order to
keep the active asset concessions. Upon de registration sectiooul@@equire them to pay back some of the
GST claimed on equipment for which all the adjustment periods hawexpioéd but this will happen sooner or
later. If it is not possible to de register for GST they catlise the margin scheme to minimise the GST to a
purchaser. A purchaser of land purchased under the margin scheme is leottentiaim back any of the GST
included in the purchase price but is entitled to use the margamscthemselves, if they are registered for
GST when they on sell the land.

Conclusion: It makes no difference who they sell the propesdy tong as it is used in the business up until
the time of selling or within 12 months of ceasing business. Canlefuhing can completely eliminate all CGT
and GST. Now that's the way to BAN TACS legally.

Hot House

Things will get a lot hotter in the Hot House once the tax man moves in!

One couple will eventually win the house but it won't be like wininglattery, they have worked for the
prize. In accordance with IT 167 the value of the prize bellincome to them. This value has been highly
advertised at $2 million. For GST purposegy would be considered to be an enterprise (MT200/1 &
TR2000/14) as they are providing serviqesd on the basis of a result and accept the risk. The ATO will scors
$181,818 in GST. This leaves $1,818,182 combined in taxable income for the 2@@artaxAssuming they
already both have jobs with reasonable pay packets the extra $1,818g#2gi¢o attract the maximum tax
rate of 48.5%. That is $881,818 in income tax. They will need taafinahk that will lend them $1,063,636 to
pay the tax if they want to keep the house. Basically thentaxwill pick up more than half their prize. Worse
still the advertising might say the house is worth $2,000,000 but a fbabis hype. By the time they realise
the trouble they are in and have to sell it to pay the taxhail may not be able to find a buyer for $2,000,000
especially when the whole country knows what went on in the consttuc®o what happens if a year later
when they sell it to pay the taxes and they can only realise $lliénfh The ATO would have a good
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argument to still tax them on the $2 million, the change invidae since then could be put down to the
fickleness of the property market over the year. They now have an asset worthli®h.@mail they, notionally,
purchased the year before for $2 million (IT 258#)they have lived in it since it was built the capital loss
the sale is private so no tax concessions at all. If they didvedhere they can recognise a capital loss but this
can only be offset against future capital gains not other incdmé&s hope they already have private health
insurance because if they don't the income from the house will pesh into the Medicare Levy Surcharge
which will be $18,182 on the house income alone plus another 1% on thes imagme. To eliminate the
surcharge they must have had the insurance ffddully, 2003 and you can’t back date the insurance for the
love of money. Still not bad for a few months work $1.6 million dollars &ST of $181,818, income tax of
$881,818 and $18,182 in surcharge leaves them with $518,182. But the taxman scored $1,084dh8it8 wh
more than twice as much as them.

There is also the fact they have been provided with food and acconwnodatd because they are not
travelling but have set up a new home (MT2030), this will be a nsim lsasiness benefit on which they will
also be subject to tax. | cannot quantify how much this would be butilidyave to find the cash to pay this
as well.

So in a year’s time when they realise the mess they aveh the ATO they will need to sell the house for
more than $1,081,818 before they make a cent out of their efforts.

Now that’s the real reality!

The Taxman may do even better if they aren’t aware of all the traps. if\@tet living in it they decided to
rent it out. Section 118-192 deems the cost base of the house ®rharktet value at that time. Making the
same assumptions as above that is $1.6 million. After a ferg yle@ property’s value reaches maybe $1.9
million and they sell. The taxman would then assess them on a $300p0@0 gzin (ignore commissions etc).
They would receive the 50% discount so would only be taxable on $150,000. Assheyirgjill had decent
jobs this gain would be taxed at 48.5%. The tax man just made a#@th@&50, even if they have learned their
lesson this time by having private health insurance. So of the $1li@mthley end up receiving the taxman
takes more than half ($970,000 income tax, $20,000 surcharge plus $72,750 CGT) $1,062{A&p aredleft
with $837,250.

GST and the Ambulance Subscription in Electricity Bl

You pay on your businesses electricity bill. As a result Beditis delivered businesses another ridiculous
record keeping burden for the sake of a few dollars. When entgrurgousinesses electricity bill, if you are
registered for GST, you will need to enter the Ambulance $eyparately. One entry will be for the electricity
and coded for GST as GST will be 1M1df that amount. The levy is then entered separately with fodB&e

and no input credit claimed. The levy is still tax deductibkbef electricity is used for business purposes. |If
the electricity is only partially used for business purposes it will needap@tioned.

Suncorp re Nig

Many clients put their GST and tax savings into there mortgagehenBAS is due, when they simply use
the redraw facility to draw the money back out. This is fineeutieé bank honour this agreement. Imagine the
dilemma if they won’t give you the money back even though you are up to date on younege{say

We have heard of a case where a married couple jointly owueeddotme and were jointly liable for the
mortgage. One member of the couple died suddenly. The bank wasadfasma matter of course. They
should not have been concerned because the surviving spouse was tircomagnearner, could easily afford
the repayments on the housing loan and had 47% equity in the house. BuhecarpSvould not allow the
GST to be withdrawn to pay the BAS when it was due. Suncorpadiaihat as the loan and house were in
both names one party can’t withdraw. Suncorp demanded that beforeuiveng spouse can access the extra
repayments the house must first be transferred into their nheefrtust write a letter to Suncorp explaining
their circumstances and prove their ability to be able to meeefgayments all over again. Needless to say if
the person is going to go through all of this they may as well change bah&gslequirements to walk in off the
street and apply for a low doc loan are less onerous than that required by Suncorp jkstaaoedaaw.

| am sure the ATO would have been sympathetic to the situatibhedd off pursuing the debt but it won'’t
stop them charging interest on the outstanding tax. What wouldtubgan have been if the surviving spouse
was not the main income earner? It is very concerning thaidhpaid extra off your mortgage as a safety net
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may not help you in the event of a spouse’s death. We don't belisv&thild be the case but it may be worth
checking with your bank, in writing.

GST and Selling a Business

If a business is sold as a going concern it is exempt from @&viding both the buyer and seller are
registered. There are many other conditions including a requireirarall things necessary to carry on the
business are included in the contract. Wide statements sucls gevehthe ATO a field day to nit pick. It is
the seller who will ultimately have to pay the GST if theQAd@ecides it is applicable. A clause in the contract
saying the purchaser will reimburse the seller if GST applies will nptywel if the purchaser does not have the
money or has disappeared. The ATO is only interested in géteéngeller to pay. We believe it is not worth
the risk.

If you charge GST on the sale you just increase the priteetgmount of the GST and the purchaser claims
it back as an input credit. If cashflow is an issue with the psecrend they can't afford to wait to lodge their
BAS consider offering vendor finance. It is only for a few months at the most.

GST When a Car is Sold

When a car, used in a GST registered business is sold GST nmastl be the ATO. This is the case even if
the car has been used in the business for only a few kilometnesATIO is concentrating on this issue because
they realise that many people do not think to remit the GST or do not know how to calculate it.

There are various rules depending on when the car was purchaseldaamdwvas used for. So watch out
for this one when you are doing your BAS. The relevant section is 132 which apportions the foldws:
Car Purchased Before GST
You must remit 1/1% of the price you receive for the car to the ATO even if it has only done a few
kilometres for the business and even though you did not qualify for an input credit when yasedrict.
Cars Purchased After GSTand:
Exceeded the Luxury Car Limit — This is the price you originally paid for the car. The limi2002
was $55,134 for 2003 and 2004 the limi$&7,009 GST inclusive. Even though you were not entitled to
the GST credit on the amount above the luxury car limit you must aefull 1/11" of the selling price to
the ATO unless there was some private use of the car aras ipwchased after GST was introduced. |If
this is the case and the car was used 10% for private purpese8% of 1/1 of the selling price must
be remitted to the ATO as GST.
Used Partially for Private — Take 1/11 of the selling price, multiply this by 100% less the private us
percentage. Note private use does not include other income progucpuages such as travel for a rental
property.
Partially in Relation to a Rental Property - Use of the vehicle in relation to a rental property is not
included in private use and section 132 only allows the GST on saleradbeed by the private and
financial institution use. Accordingly, the GST is calculategersprivate use above. That is the 111
GST is only reduced by the private use not the rental property use.
Sold with the Business- Providing the business meets the requirements of a going coherrnd GST
is payabtethe sale anyway. But you are still entitled to a reduatigour
GST for the private portion of the notional GST. Lets say the \vehes$ been used 20% for private 70%
for business and 10% regarding a rental property. If it is sold with the businese ymitted to an input
credit (reduction in GST) of 20% of 1/ 1of the selling price of the vehicle even though you didn't
charge GST.
Did not pay GST when Purchased the Car An example would be a private sale. If this is the case
1/11" of your selling price must be remitted in GST regardless of private use.
Note if the car is owned by a company or trust then techntbaire is no private use as the private
use is a fringe benefit provided to an employee. The above assumes you are nota iinsditution.

Buying a Vehicle
If you are in business and registered for GST you may needrésir you attitude to buying a car. Many
people dislike buying brand new cars feeling they lose valuemineite you drive them away from the
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dealership. Some also prefer not to buy a car from a deaddirteecause it is generally more expensive than
buying privately. Quite a bit has changed over the past fevs weado your sums first don't just assume a
second hand car purchased privately is the best deal. Take a Ibekpatce of new cars. They have now
fallen considerably because of the improved buying power of the Aastidbllar. People selling a car they
purchased new a few years ago expect to recover about 80% adrtgigial purchase price only to find out in
some cases that a brand new version of the same car is now 80% mice they paid. Also if you buy
privately it is very likely that the seller is not registérfor GST. If you are going to use the vehicle for
business and you are registered for GST the ATO will give you itk 1/11" of the purchase price if you
buy from a dealer. Note: if you lease the vehicle you cay dalm the GST as you make the lease payments.
Don't forget the benefit of the warranty you will get from a dealer.

Recently | nagged a client into seeing a dealer before hegpaccar he had arranged to buy privately. He
was always against buying brand new but when he did the numbers @8 Thand found the new car price to
be so much lower than a few years ago he was even prepared hislasposit on the private sale and buy
new.

You should refer to Newsflash 96 for more details on how GST efiagiag and selling a vehicle. You
will only be able to claim a percentage of the GST back on thelgghit has some private use unless you
operate through a company or a trust. To make the apportionmentToe&ser for small business the
government has just introduced that you can claim all the GST b#uk @ame you purchase the vehicle and let
your accountant work out the actual business portion and adjust youwB&S$preparing your tax return later
in the year. This concession applies if your business has an anmasdetuof less than $2,000,000 and you
purchased the vehicle after 1st October, 2004 for quarterly BASdter 1st November, 2004 for monthly
BASSs.

Be careful not to exceed the Luxury Car Limit. If you pay ntioa@ $57,009 GST inclusive for the car in
2004 you are not entitled to claim an input credit or depreciation pramount over $57,009. This only
applies to cars not trucks and buses.

GST Small Business Concessions Through Parliament

These concession allow small businesses (turnover less $50,000 or $100n@@0pia@fit organisation) and
non-profit organisations to opt to report and pay their GST annually. midasis instead of struggling with the
BAS each quarter themselves they can get their Accountant to ddhtiie lot when their tax return is being
prepared. Great economies of effort. While the bill has onlyppsted through Parliament (due to the Federal
Election) it actually applies to the BAS for the quarter enddegember, 2004. Refer section 151. Note this
concession does not apply to taxis as it is only available toesritiat are not required to be registered for GST
because their turnover is under $50,000 and taxi drivers are requiredegisiered even if their turnover is
less than $50,000. Yes this is a Clayton concession and can be sumnregdlyp ldail the Government they
have made the GST burden simpler for small business - if yawarequired to be registered for GST but do
register you will only be require to report annually.

The ATO sent out election forms before the legislation was through Raatiathyou accepted these before
28" February, 2005 Quarterly lodgers 6t Qctober 2004 monthly lodgers (hey hello to that one person if an)
that is not required to be registered for GST but is and lodgeg mnagrth, good to know you exist, there was a
reason for all that extra legislation). If you did not gtt¢hese offers you will not be able to enter the annual
system until I July, 2005.

Businesses with a turnover of less than $2m can also report 8kiaually but they will still need to pay
their estimated GST quarterly.

Whose Name do you Buy the Car In?

A client recently got caught between a rock and a hard place. Gbustmas she purchased a car. You
know the story during that time we close up shop and hide and leave yawr town devices. She purchased it
in her name yet her business was operating in a trust. Wherdweednumbers it made no difference in the
future as the best way to claim the vehicle was under a log bopkag. The problem was she wasn’t
registered for GST and the trust was so she was not enttddim the GST back on the purchase of the car.
This was quite a few thousand dollars. Even if she now transféreedat over to the trust's name now it
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would effectively be a transfer between her and the trusthatga stamp duty cost. But as she was not
registered for GST she could not pass on the GST input credits anyway.

Fortunately GSTR 2000/17 paragraph 73 and 74 state that the tax invoeinghe name of an employee
or officer and still the business can claim the GST back by reimbursing them.

No GST on Prepaid Phone Card

Don't ask why just comply. For no reasoning that | can gain ifetfislation, phone cards are not subject to
GST. So be very careful with the tax code you use if you have pgad mobile. On the bright side at least
you don’t have the grief of trying to get a tax invoice for the transaction.

Margin Scheme Amendment

On 17 March, 2005 a bill was introduced to Parliament that will reqthie parties to a contract for the sale
of real property to both sign a written agreement on or befolersetit, stating that the margin scheme is to
apply to the contract. The bill also tidies up areas in thailegilon of the margin to ensure that the cost of
improvements made after the seller purchased the property are included ingilme mar

GST and Subdivisions

An enterprise with a turnover of more than $50,000 of supplies that are subject to G&gistestfor GST
and as a result remit 1/2bf all its income and capital proceeds to the ATO. Capital poscare the amount
received for the sale of assets used in the business, incamm igeht and regular trading. Capital proceeds are
not included in the $50,000 turnover test.

Section 9-20 defines enterprise to include a business or an advertareenn in the nature of trade. At
paragraph 187 MT 2004/D3 states that the realisation of an investmsmataamount to trade. MT 2004/D3
states at paragraph 170 that an adventure or concern may be d waesaiction that does not amount to a
business. So once again we are left with the notion that thereadisation of an asset is not subject to GST
but once it becomes business like it will be. The trouble is the wording of the GSi@itlegiis not the same as
that for income tax. MT 2004/D3 at paragraph 153 recognises th&Sfiedefinition of enterprise is much
wider than the income tax definition of being in business. You couldwebe in business for income tax law
but still have to register for GST. GST should also be takensesigusly when doing your costing as GST is
not a tax on the profit but 1/£1of the selling price which may well be all your profit though yoill e
allowed input credits.

GST and Sale of Properties Held for Rental

Even holding domestic rental properties is considered an entapdsgualifies for an ABN but normally
landlords don’t bother as they are not required to charge GST on rezgidential properties. So even if their
turnover is more than $50,000 it is not for supplies to which GST applise they are not required to be
registered. The eventual sale of the rental property will tummege than $50,000 but this is not included in
the $50,000 test unless they are in the business of selling rentatti@op&o if you are just a normal investor
in domestic rental properties your turnover of GST supplies indbese of your business is never likely to
exceed $50,000. At paragraph 186 of MT 2004/D3 states that the realefativinvestment does not amount
to an enterprise in its own right. Even though the sale of the pyagdor more than $50,000 it is not part of
your turnover so will not force you to be registered for GSTyolf are not registered for GST, you will not
have to remit GST on the sale of a rental property. If yeuegistered for GST the sale of a domestic rental
property will still not be subject to GST providing it is not considered the sale of a nesv Rafer above.

Landlords are required to charge GST on rent for commercialggeihthey are registered for GST. They
are required to be registered for GST if their rents foyéas exceed $50,000. Now the $50,000 is in turnover
so it doesn'’t include the sale of capital assets but if youegistered for GST when you sell it you may be
required to remit 1/11 of the selling price in GST. If you have built or substantigdiyovated the rental
property within 5 years before you sell, you need to read the above article abdwduses.

MT2004/D3 at paragraph 214 points out that an asset purchased as an investment and thexgigeret ot
GST when it is sold can become subject to GST by being appliath enterprise in the way it is sold ie
subdividing or building on it. If this is the case you need to teadection above of Does GST Apply to the
Sale?
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GST and New or Substantially Renovated Houses

The first sale of a new house is always subject to GSik iéeller is registered for GST. If the house was
built with the intention of resale at a profit then the sellasinbe registered for GST as the sale is part of the
business turnover and that would be more than $50,000. If the house was egltimook rent out the seller
would not be required to be registered for GST so when it is solddB&S not apply simply because the seller
is not registered.

No GST on sale means no input credit for building costs. Even Hahse hasn't been finished for 12
months at the time of sale you will still qualify for the 5@ T discount on the profit on sale if you have held
the land for more than 12 months. All this is only if you built the bBdos the purpose of rental not resale at a
profit. Reference: Section 40-65 states even if new residgnéialises are rented for a period prior to first sale
the first sale will be a taxable supply. Section 40-75 sthtspremises are not new if they have been used a:
residential premises for at least 5 years.

Note if you are builder you will have two things working against ¥anstly, it will be hard to argue that
you did not build it for resale refer Case R51 84 ATC 392 whdrailder was found to have built a block of
flats with the intention to profit on their resale. Even thougltflie were not sold until 6 years after they were
built. Secondly you own the property in your own name and are in businasso#s trader you are probably
already registered for GST, the only way the sale couldtleded from the GST provisions is to argue that it
was not purchased in the furtherance of your business. This wouidpossible if you have been claiming
input credits on the building costs.

Now if you did not build the house for resale at a profit and areegstered or required to be registered for
GST you can sell the house without any GST concerns. If you Iha@lthduse for resale at a profit you are
required to be registered for GST. If you did not build forleeaha profit but you are registered for GST and
the sale of the property is part of your enterprise evengfnbt part of your enterprise’s normal turnover, you
will have to rent the property out for 5 continuous years or pay &8I/11" of the sale price (less if margin
scheme applies). Continuity is not broken by short periods between tenants GSTR 2003/3.

Note: if you substantially renovate a property it may be treated as a new property.

If you are caught for GST and have used the property partherital and partly for resale at a profit you
will be entitled to claim back most of the input credits on thé abthe property but you are subject to GST on
the proceeds of the sale. The margin scheme can help harbeleie@. In the Property and Construction
Industry Partnership Issues Register item number 4 the AT@gnasd to pro rata the input credits on the basis
of income received. The formula for apportioning input credits betieetaxable supply of the home and the
input taxed supply of rental accommodation is as follows:

Consideration for the taxable supply of the premises

Consideration for the taxable supply of the premises plus rental income

When Do You Have to Charge GST on Selling a Proper®

The main determinate of whether GST is applicable to the stie &nd is whether you are carrying on an
enterprise. Section 38 (1) states that an enterprise isigityamt a series of activities done (a) in the form of a
business or (b) in the form of a an adventure or concern in the oétuaege. There are further subsections but
these are the ones relevant to this booklet. Note by the use of the wordsvignaateries of activities” it is
clear that one transaction can be an enterprise.

Much of the discussion above is how not to be considered in businesgisegaot concern us but (b) is
clearly intended to make GST applicable to transactions thatdwwail normally be caught as a business.
MT2004/D3 states at paragraph 169 that “38 (1) (b) covers commertvdies of a trading nature that may or
may not amount to activities in the form of a business”. At papgl170 and 171 MT2004/D3 states “an
adventure or concern in the nature of trade may be an occasiara-off transaction that does not amount to
a business but which has the characteristics of a business dealkde.ctt/mmonly means operations of a
commercial character where goods or services are provided tommustfor reward.” Paragraph 172 states
“The sale of the family home, car and other private assetsdy in the absence of other factors, adventures ol
concerns in the nature of trade. The fact that the asset iatsolorofit does not, of itself, result in the activity
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being commercial in nature.” Paragraph 174 states “ If the propestydes either an income or personal
enjoyment to the owner it is more likely to be an investment than a trading asset

Paragraph 176 says that if an asset is only held for a short time it iddikel\held for trade. Paragraph 178
states that the frequency of similar transactions the greater thiedetlof trade.

Paragraph 187 in addressing the issue that investment assebs iar the nature of trade states. “Examples
of investment assets are rental properties, business plant anchengctiie family home, family cars and other
private assets.” But note paragraph 188 states that assets can chanpaitheter.

Paragraph 206 states “Where land is sold that was purchased with a vieletatr@gaofit we consider this
to be an adventure or concern in the nature of trade. This wouldWestter the land was sold as it was when
it was purchased or whether it was subdivided before sale. Thec#ise activities of this nature meet the
criteria to be an adventure or concern in the nature of trade. rulihg then goes on to give a couple of
examples that are based on the intention of the purchaser. Ixamele the purchaser buys land with the
intention of building a duplex and living on one side and selling the other. In this caateth®ugld be subject
to GST.

Paragraph 214 states that land even if not initially purchaseedsfle at a profit will be subject to GST if
the process involved activities such as detailed planning, earthworksgirathe provision of access as well
as marketing and selling activities. | now reproduce paphaga5 in its entirety as it is extremely relevant to
intending non developers:

“If there is a subdivision of land which is not substantial (aseaofulhumb say less than 10 blocks) and has
only required minimal activities to meet council requirements argkll the subdivided land, we will accept
that these activities may not be in the form of an adventure or rcoimcéne nature of trade. Such minimal
activities could include:

* Surveying the land;

» Lodging plans with the local council;

* Obtaining the council’s consent for the subdivision;

* The provision of access, drainage, water meters, electaodytelephone to the subdivided blocks of
land; and

* Arranging for a real estate agent to market and sell the subdivided land;”

Paragraph 216 points out the rule of thumb cannot apply if you build on the lpoal purchased the land
originally with the intention of resale at a profit. It altates that major roads or bridgeworks would put the
project outside the rule of thumb. Paragraph 217 lumps all previous sulitbyiBy the entity, together in the
10 block test.

If for GST purposes your activities do amount to an enterprisidas not necessarily mean you are in
business for income tax purposes. The primary determinants arenggmiron in purchasing the land and the
nature of your activities. Refdtre You Merely Realising An Assdiove. So you could have to register for
GST but may still be entitled to the CGT discount. But if underGST legislation you are considered in the
enterprise of selling land and or buildings the sale of any dfltwks is a normal transaction in the furtherance
of your enterprise and as the turnover will no doubt exceed $50,000 so ymqaired to be registered for
GST. |If you are registered for GST you must remit /b the selling price to ATO, though you will be
entitled to input credits for GST on the development costs and possibly on the purchasendf the la

Simplified GST for Food Retailers

From ' October, 2005 supermarkets and convenience stores with a turn dess tian $2 million and a
cash register that separates GST inclusive sales frome®8isive sales will be allowed to estimate the GST
free inputs. The method is only available to Food Retailers who convert 5% ortless GST free inputs into
taxable supplies. An example of this would be using fresh food to pradkeaway food. The conditions
mean that very few Food Retailers will qualify. If they doythan apply the percentage of total sales that are
GST free sales to their purchases to estimate their GST free pwich@séerence SAM 2005/1.
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GST Record Keeping

We thought readers struggling with GST might appreciate the followioge drom the Tax 1Q Monthly:

“In a Government v. Government farce the Tax Office has announcei izat

discovered widespread compliance problems among Government agesuléag

in a series of multi-million dollar penalty adjustments. Appaye@bvernment

bodies are unable to cope with their responsibilities under the Gfdlateon.

Government bodies are required to comply with GST requirements sathe way

as business and are simply unable to cope. They say that the @robsertt from a

lack of both resources and experienced staff. We wonder if tbasexvould work

for business?”

Overseas Clients

If you are a non resident and have a rental property in Austialiave prepare the income tax return or
provided other accounting services in relation to, you will noticettha year you invoice will include GST.
Previously we did not have to charge you GST because our servieesxperted. On®1April 2005 the GST
legislation was amended to catch these services in the GST net.

Interesting ATO Rulings for Partnerships

GSTA TPP 086 & 87- A partnership can claim the input credit for a tax invoicdnenrtame of an individual
partner or even an employee.

GSTA TPP 089- If you receive a tax invoice after you have cancelled yegistration you are not entitled to
an input credit and you cannot claim that input credit before you cgouelregistration because you do not
have a tax invoice.

Reader’s Question — Managed Apartments

A reader was concerned about an announcement in The Australing gegti the government had changed
the laws to allow the ATO to retrospectively claw back GSAdits legitimately claimed by investors who
owned managed apartments.

Before | explain | would like to point out that | am never likely to Ifinger (except maybe the middle one)
to help the ATO at the best of times but the Article in Thetrialian has twisted things a bit. Really the ATO
should never have argued the case the way they did in Marana diosdint was against their stated opinion in
their own ruling.

Instead of implying the ATO was attacking investors thepest of the article should have been that the
ATO has no idea how to interpret the tax law. So the ideaxpayers being responsible, under self
assessment, to interpret the law themselves before lodgingatheeturns, is the biggest social injustice facing
Australia.

Taxpayers who have always organised their affairs according fTO's stated opinion in GSTR 2000/20
will not have to pay anything back so | doubt the $100m claim in tlideartVhen the ATO won its case based
on an argument contra to its own ruling, taxpayers started to appéy ST credit on the purchase of their
managed apartments etc. The ATO panicked and decided it t&ké&dsi opinion better so now needs to go
back and change the legislation to override this case. ThewAll®e damned if they do and damned if they
don't but hopefully public pressure will mean they give taxpayers the benefitveitirer

Having finished my little soap box I will now attempt to explain the concepts irafdgrterms but to do this
succinctly I will ignore a few of the twists and turns along the way.

This is a classic case of the ATO issuing a ruling saymegthing and then when it goes to court arguing the
contra because it suites them at the time. GST law shyetsidential premises supplied for sale or rent are
input taxed (ie GST does not apply to expenses or income) unlesketfirst sale of new residential premises.
Now to the big question is the definition of residential premisase GST Act says at section 195-1 defines
residential premises as a building occupied as a residenceratadtand capable of so being. Section 40 - 65
states that premises used predominately for residential accoitimmodae input taxed but the input tax
concession does not apply to commercial residential premises. |[eBvies a bit of doubt in regard to motels
with self contained units or serviced apartments.
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Back when GST started the ATO issued GSTR 2000/20 which statethe "tesed for residential
accommodation ... premises do not have to be a home or a permanent phboeleof To be residential
premises as defined, a place need only provide sleeping accononaad the basic facilities for daily living
even if for a short term. On this basis when investors bought sérajgartments etc they did not claim the
GST back nor charge GST when they sold the property.

The trouble arose when the ATO wanted to collect GST on thefsalenotel that had been converted to
apartments. The ATO argued it was the first sale asidential property. The taxpayer argued no when they
purchased it as a motel that was a purchase of residential grepettiwasn't the first. The ATO then went to
court to effectively argue against the statements contained in GSTR 2000/20.

The court found in Marana Holdings that the accommodation had to be long term todzbadassidential,
so serviced apartments and motels would not qualify.

After winning the case the ATO advised the GST subcommitteéngeon 8th March, 2005 that it would
review its statements in GSTR 2000/20 but in the meantime theg beulelied on. Any subsequent changes
would be addressed as an implementation issue. Then on the 27th Fetfifd@ryeter Dutton announced that
the law would be changed to meet the statements in GSTR 2000/2hhainthé changes would apply
retrospectively from the start of GST.

How does this effect you? If you have a piece of resident@nanodation that provides sleeping
accommodation and the basic facilities for daily living, whetlwar rent it long term or short term it is input
taxed therefore you cannot claim the GST back on the purchasenpriexpenses associated with it and you
do not have to include GST in the rent. You do not have to charge GST whsallyibwnless you were the
one who built it or converted it to residential premises. If you ldave anything contrary to the above, when
the legislation changes you, in theory will have to amend your BB but lets hope some concessions
apply. Personally I think it will apply to very few taxpayassthey would have acted on in accordance with the
statements in GSTR 2000/20. Those that were quick off the mark to claim the GSTtdralglaeana Holdings
are the only ones who will have to worry whether they need to repay it.

Taxi Drivers

Most taxi drivers receive 50% of the fares they take as payment for doinghifieiiThey are considered to
be in business and must register for GST regardless of uheaver. But they do not need to register for GST
if they are simply paid wages on an hourly rate.

What we have noticed is that some drivers only include 50% cdrtbe they receive in their BAS at G1. In
fact they should include 100% of the fares as they are the oaksgdeith the public and taking the money,
reference NAT 11368. The arrangement with the owner of thestaxia of bailment ie the driver is hiring the
taxi from the owner. This means that the owner must giverker a tax invoice for 50% of the fares which
the driver then includes in G11 on his or her BAS. The net resBiSiBis still only paid on 50% of the fares
but it must be by claiming back an input credit for the amount fpaitle owner. This means at the time of
preparing the Taxi Driver's BAS he or she must have aneasice from the owner. If the driver does not he or
she will end up paying GST on 100% of the fare.

Another warning to drivers in a bailment situation, you are the onereddioi give a tax invoice to the
passenger with your ABN on it, if the fare is for more than $82l69ou do not do this and the passenger is in
business they are required to withhold 46.5% of the fare and remit it to the ATO.

GST on Leasehold Improvements

To be entitled to claim a GST input credit on expenditure it fpeisised for a creditable purpose, this
includes making improvements to something you do not own, as long as yduimseur business. An
example of this would be the family farm being owned by Mum aad But the business of farming being
carried out by a family trust that is registered for GShe trust constructs a hay shed on the property. Once
the hay shed is attached to the land it becomes the property @ivtiee of the land ie Mum and Dad. This
does not stop the trust claiming the input credit for the hay shiédsabe trust that will be using the hay shed
in its business.
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Maybe GST Doesn’'t Apply to Forfeited Deposits AfterAll

We will no doubt hear much more about this, | doubt the ATO will atbepgtederal Court’s ruling. A full
bench of the Federal court in Reliance Carpet Company Pty. E@Tvfound that when the person who was
going to purchase land off Reliance Carpet Company rescinded oontinact Reliance carpet did not have to
remit GST to the ATO, on the deposit it was entitled to keep due to the default of thespurcha

The Court said that when Reliance Carpet entered into the cdotraate with the purchaser it entered into
a contract for the supply of real property. The fact thatupelg did not take place did not warrant dissection
of the contract to find some other supply. Accordingly Reliance cdipetot have to pay GST on the forfeited
deposit because they did not receive the payment for a supply they made.

Do not act on this without further advice.

GST on Deposits

Taxpayers reporting on a cash basis in their BAS only havenib 151" of the actual deposit received.
Many taxpayers have been concerned that when they change tawaisabasis they will have to remit 111
of the whole contract price upon receiving a deposit. This is truth®UATO has stated that if the deposit is
simply a security deposit no GST is payable on it at that ti@8T will only be payable when the deposit is
forfeited or applied as part of the payment for the goods. Sdusds good in theory but check that your
accounting system can cope with this.

Latest on Forfeited Deposits — Act Now

In the last edition of Newsflash we discussed Reliance Cagmepany Pty. Ltd v FCT where the full bench
of the Federal Court found that GST did not apply to forfeited depbecause there was no supply made by
the seller who got to keep the deposit.

On the ¥ August the ATO announced that it would appeal this case in the Higt.Cn the meantime the
ATO advises taxpayers wishing to claim back GST they haite gradeposits in the past, that they should
apply in writing immediately. The ATO will not pay theS® back until the issue has been resolved by the
High Court but any delay in applying could mean that the time, limiihin which refunds can be claimed, may
expire.

When is it a Hobby for GST Purposes

If you are operating a business you must collect an ABN fr@ryesupplier you deal with, if they do not
provide you with an ABN you must withhold 46.5% of the invoice amount and retaithe ATO. The only
exception is if the supplier provides you with a declaration thar sbe and the activity they are invoicing you
for is part of their private recreational pursuit or hobby.

It would be hard the argue that a cleaner is operating as g Iathot a problem at all if you buy a work of
art for reception. MT 2006/1 at paragraphs 365 to 375 outlines when thec&i%ders an activity to be a
hobby rather than a business. For example a spare time aetiyigstime pursued for pleasure or recreation
(relaxation, refreshment or enjoyment).

According to the ruling the following are indicators of a holalgar than a business though any one point
IS not decisive:

1) No intention or future plan to make a profit

2) No repetition or regularity of sales

3) The activity is not business like in nature.

4) Lack of systematic approach

5) Small scale operation without the intention of creating a business.
6) Not dealing with the public

Considering how much of a buzz Julia gets out of delving into tax law maybe she shoulbalgiegdGST
and maybe even not paying income tax. After all, what could be maoreational to her than finding a little
gap in the rules?
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What was once a hobby can become a business without jeopardising thethtlshin the years before the
decision was made to go full time.

For GST purposes the person involved in the activity is not required to regidthrsumtiher turnover from
non hobby activities exceeds $75,000 but they are required to hold an ABN 8tealtivity be considered a
business rather than a hobby.

GST on Selling a Business

While we have covered this topic in detail before, this articldirected at the very small business owner
who may not think it worthwhile to get professional advice for a small transacticstly fou are wrong as one
new client just found out, one little slip up and the ATO get a wihgieyment of GST that the legislators
never intended them to have.

When GST was introduced it included a concession to help smalebsisi You see if a small business
changes hands and both the buyer and seller are registeredthes @ust an unnecessary and temporary
finance cost. They realised that it was silly to make thehaser borrow more money just to pay the seller
GST when as soon as the buyer put in their BAS they would getit ceality small businesses do not have
the cash flow to finance the ATO’s administration burden.

So the GST legislation included an exemption from GST for busingsiskas a going concern. There were
a couple of simple conditions to prevent this being used to sell sometherghan a business or to prevent the
buyer accidentally claiming the GST back. The legislation says abs&&+325:

(1) The supply of a going concern is GST-free if:
(a) the supply is for consideration, and
(b) the recipient is registered or required to be registered, and
(c) the supplier and the recipient have agreed in writing that the supplygsiafjaconcern.
(2) A supply of a going concern is a supply under an arrangement under which:
(a) the supplier supplies to the recipient all of the things that are necesstay ¢ontinued
operation of an enterprise; and
(b) the supplier carries on, or will carry on, the enterprise until the day of the fuetther or
not as part of a larger enterprise carried on by the supplier).

Pretty straight forward you would think. The trap the do it yourselferstalls not having the agreement in
writing or not supplying a “going concern”.

It is the going concern definition that the ATO is having a field day witley have a 29 page ruling , GSTR
2002/5 on the issue. This discusses the need to provide a lease onghelmsginess premises, information
necessary to continue the business, transfer licences, intdllpatparty, goodwill, franchise agreement and
future bookings or contracts. You also have to be careful of the definitibe attual business you are selling.
If it is part of another business you may not qualify as sellihthings necessary if you only sell part of the
business. Warning, if your staff abandon you just before the safelthanay argue that you did not continue
to operate the business up until the day of transfer. Further, asrggaequired to transfer the information
necessary to continue the business losing staff may make this impossible.

If you think by reading the ruling you can proceed with confidgnceare a better person than me. When |
sold a business | didn’'t even bother trying to meet the ATOth¢atime constantly changing) requirements of
a going concern. | simply charged GST and gave the purchasaghemme to pay that it allowed them to
lodge their BAS and get it back from the ATO. Solicitors vell you they just put a clause in the contract that
will allow you to recover the GST from the purchaser should th® Ai€cide GST is payable. The very fact
they offer this shows you how little confidence the legal pradaskas in their ability to decipher what the
ATO considers a going concern. | prefer to take the risk oveshitw term ie until the purchaser lodges their
BAS then over the long term living in dread of the ATO questioning the contract.

So if you must (and we are certainly not recommending this) dmiiteact for the sale yourself. Better to
charge GST and give the purchaser a tax invoice so they aiamtble GST back. Because the ATO has no
qualms about coming along, finding fault and collecting the GST offeyen though they know the purchaser
has not claimed it. The ATO has turned an attempt by thddems to make things easier for business into a
chance for them to collect tax where it was never intended by making things confusing.

This should not surprise us as they have been doing this sort ofahiondef a decade now with the CGT
main residence exemption.
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ATO Warning About Registering for GST When Buying a
Property

The ATO is concerned about developers selling domestic propertigs tchearchasers as long as they
register for GST. This can result in the ATO collecting another 10% of limgg@ice off the purchaser.

Don't be fooled the developer can sell the property to you cheapdyide they will not be liable for GST
which may be as much as 10% of the purchase price.

The developer sets the property up as a going concern so it can beesofit from GST the trouble is once
you use the property as a domestic rental you (not the developérpayuhe ATO 10% (not margin scheme)
of the purchase price in GST.

According to ATO'’s Interpretive Decision 2002/710 because the prapdrgng used for a purpose that is
only input taxed the owner must, under section 135-5 repay any GSiathheen claimed back in the past on
the asset. Even though the sale was exempt from GST you argeceddo have received the benefit of that
GST so you will have to pay it back.

Deregistering for GST

When you de registered for GST you will need to pay back any éngdits you had claimed on items for
which the adjustment period has not expired? The adjustment pefiieisidpending on the cost of the item,
as follows:
$1,001 to $5,000 GST exclusivese forward to the first 30 June after the item was purchased then add

another 3 years. If this date has passed then no adjustment is necessary.
$5,001 to $500,000 GST exclusivee forward to the first 30 June after the item was purchased then add
another 6 years. If this date has passed then no adjustment is necessary.

The amount you pay back is 114f the current market value (GST inclusive) or the price you railyi
paid, whichever is the lesser.

This creates a problem if you are a small business entity using a leevpeall. Just another reason never to
believe they have simplified things for small business entitieaus® you have to keep the records anyway.
You will have to trace back to your documents on the original purdiexseise your depreciation schedule will
not show the individual items in the pool.

If you have been claiming GST on a cash basis your final BASbraysepared on an accruals basis ie take
debtors and creditors into account.

Budget GST Measure for Developers

The budget included a warning that GST law would be tightenestitee the tax benefits of combining the
going concern or non taxable supply exemptions with the margimsch&his should not take affect until the
new law receives royal accent, so there is a bit of fiete But when it does become law it is important that
developers realise if they purchase land from someone who seregi for GST but the sale is not subject to
GST they need to find out the original price paid by the vendausecthis will be the new purchaser’'s base
for the purposes of the margin scheme.

For those not familiar with the workings of the margin schemis, ititended to prevent the ATO from
collecting tax on a profit that was exempt from GST in the handise previous owner. So if for example a
developer purchased a property from someone not registered for GSILA0/000 and then sold it for
$150,000 GST would only be payable on the margin of $50,000.

This will limit the use of the margin scheme where the dgeelpurchased the property from someone who
was registered for GST but GST did not apply to the contrderedbecause it was a non taxable supply or the
supply of a going concern. In these cases the base figuthefonargin scheme would not actually be the
developer’s purchase price but the purchase price of the owner betor@llais the developer would have to
pay the GST on the profit made by the person selling them therpydput strangest of all this would require
the vendor to inform the purchaser of the price they originally paid for the prof@érs means that the margin
ie the portion of the developers selling price that would be sutme@ST, is the difference between the
developer’s selling price and the cost price of the property tpehson the developer purchased the property
from.
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GST Draft Ruling on Subdivision and Partitioning Land

The ATO has released GSTR 2008/D3 discussing its opinion on when GST applies to themubdiyis
partitioning of land.

A subdivision or strata in itself does not create a GST liability becausasher supply of the land. But the
next step, partitioning the land so the joint owners can own a lot or unit individually is w&&reo@ld apply.
If the arrangement is a joint venture then GST is only likely to apply to the portios tiehg transferred by
one owner to the other. If itis a common law partnership transferring to the individinarpaGST will apply
to the whole transfer but the margin scheme is available.

GST is unlikely to apply if you are not in a profit making arrangement, for egdheproperty is split to
build a rental or a home for yourself. This ruling is discussed in detail in the ©ettiben of Australian
Property Investor Magazine.

GST and Small Farm/Home Stays

Commercial residential premises are subject to GST. This doesn't justlhraegou need to charge your
guests or tenants GST it will also mean that when you sell these prgoused| have to charge GST if you
are still registered for GST. On the up side you can claim the GST back, ibappbn the purchase of the
property. The trouble is if you were entitled to claim the GST back on the purcbaséybu de register for
GST and still have the property, you may have to pay back some of the GST credits.

As you can see it is important to know exactly where you stand. The troulienetiall that clear for
small B&Bs, farms and home stays. GSTR 2000/20 goes into great detail on tireefimetlWveen a normal
rental property which is not subject to GST and commercial residential pegpgutth as motels. It seems that
if you only have one unit of accommodation and do not provide much in the way of services to yisuygues
do not have to register for G®Ecause you are just providing a normal domestic rental, this could continue to
be the case if you have more than one unit providing they are not in the same complex. RBow getenore
than one unit on the same property and you are advertising short term accommaaasioowd consider
whether you should be registered for GST. The best way to be sure is to apply T®tfa A ruling. Note if
your turnover is less than $75,000 you are not required to be registered for G2y anyyou can rest easy
until your current month turnover, taking into account seasonal fluctuations, supgéstsur turnover will
exceed $75,000 within the next 12 months.

Of course a typical motel like situation would have to be registered for @G&Ttifrnover is more than
$75,000, no need for a ruling to clarify.

Renting Out a House You Built to Sell

There has been much written about this in Newsflash and our How Not To Be A Debeloilet.
Basically if you are registered for GST and build a house for resaladyuthange the purpose by renting the
house out you have to pay back the input tax credits on the property. You see a property dvetal fsrimput
taxed so no GST credits are available on the cost of building it. If you have ameinglthem because you
intended to sell the property so will have to charge GST on the sale, then later changenyl or can’t sell it.
Then using it as a rental property will mean quite a large amount of GST hagatinl lback.

Now | imagine you are starting to think that it is not as black and white as thainagy not have changed
the purpose at all it is just logical to collect rent for the property whilendo&et is slow. | imagine there were
some developers caught between a rock and a hard place. They can’t possibty aféy back the GST but
could really benefit by receiving some rent to help meet the overdratft.

ID 2008/114 examines purpose beyond the current use and recognises a property caeldtibbeesale
while it is rented. The following paragraph from the ID gives a cleaetjue as to what would be considered
holding a property for resale:

Determining whether or not new residential premises have been activelytedaidesale will require
consideration of all the relevant facts and circumstances. Although no siaglelfy itself is
conclusive, the active marketing of new residential premises for saleno@aypass activities such as
listing the property for sale with a real estate agent or agents, aiiggittis premises for sale in
relevant publications or via Internet advertising websites for real gypp@ranging ‘open for
inspection’ times and/or showing prospective buyers through the premises. Isetio¢ staatum units,
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actual arm's length sales of some of the listed units would be further evaleateve marketing.
Listing premises for sale at a price that is significantly above rmaakee may be an indicator that the
premises are not being actively marketed for sale.

ID 2008/114 is only an interpretive decision so you cannot hold the ATO to its content unlesstiieu a
applicant. Accordingly, if you want to use this interpretation to your advagtagshould apply to the ATO
for you own ruling quoting ID 2008/114 as a precedent.

By the way you do not have to pay the GST back immediately, even if you are caughte ¥oly ar
required to consider this issue once a year, when preparing your BASfdui3€. You do not even have to
consider an adjustment to the GST at the fir§t Bine after the original input credit has been claimed it is not
until a full 12 months after the first 8Qune that an adjustment must be made. Now if the property has at
anytime been used for a rental then some adjustment needs to be made. But iyrinayronbdr. Certainly if
the property has now become a rental and it does not meet the available fatssldistussed above then you
need to pay back all the GST. On the other hand with a property still available fgosabaly need to pay
back a small portion of the GST. This portion is calculated by adding the estimateyou expect to receive
to the expected sale price then look at what percentage the rent is of this. Thpers¢héage of the GST
credits you have to pay back. Yes, very vague but ed¢l@Bte you will have to re work this calculation until
you sell it (assuming it is sold within 5 years) so eventually the rightiatrwill filter through.

Interestingly the ATO has recently issued a warning to property owndevelopers who are registered for
GST that their June BAS should have included an adjustment if they are now renting thiy praperhe
warning goes on to encourage readers to fess up and correct their BAS n@nthmsfare found out in an
audit were the penalty could be as much as 90% of the tax not paid.

GST and Vacant Land

The ATO issued an Addendum to GSTR 2003/3 pointing out that the exemption from GST on domestic
properties that are not brand new does not apply to the sale of land cut off from suchtg. proper
Even if you are registered for GST you do not have to charge GST on the sale of a hamsetflte first time
it has been sold as a residential property. Note if you undertake substantial ozrsaveti affect every room
in the house then the next sale of the house will be subject to GST because it is considegaime

In order to qualify for the concession the house and land have to have been sold prevapsigkage.
Vacant land can never qualify for the concession. This is the case evea W#seonce a house on the land or
the block has been cut off from a house and land. Relocating a home onto land and sellistylitoeil
considered the first sale of the house because it is the first time thatpiarsd and that house have been sold
together.

If you buy a house and land, move the house to one side and subdivide the land GST is not apgieable t
sale of the house side because that land and house have previously been sold together buG&Tcauiltse
apply to the separate sale of the vacant land. On the other hand if you add land torgnhexisg and land
package you will have to charge GST on the sale of that part of the land becals®lthatl never been sold
with that house before.

Note if you are not registered for GST and you are not selling the land asymarn attual business activity
then even though the sale maybe for more than $75,000 you are not required to registér foh&$%75,000
threshold, at which you are required to register for GST, only includes turnoverdbbjast to GST from
normal business operations, even domestic rents are not included in this thresholdthegaarsenot subject
to GST.

For more detail on GST and property refer our How Not TO Be A Developer Booklebesander the
freebies section of our website.

Demolishing a Rental Could Expose it to GST
Before you go picking up that sledge hammer thinking you will get more for ydat peoperty as vacant
land have a read of ID 2009/20 and ID 2009/19.
In these examples the owners of both these rental properties wereaeédst&ST because they did some
development and held some properties simply as rentals.
Subsection 9-30(4) of the GST Act states:

BAN TACS Accountants Pty Ltd Goods and Services Tax Booklet -40 -
Created by Julia Hartman B.Bus CPA, CA, Registered Tax Agent



A supply is taken to be a supply that is input taxed if it is a supply of anything (oéimenéw
residential premises) that you have used solely in connection with your suppli@re input
taxed but are not financial supplies.

Input taxed means you do not have to remit GST on the income you receive. One prdperty ha
demountable home on it which the owner sold off separately and the purchaser of the deenbantablas
required to remove the house at their own cost. In this case the ATO consideredpr@iehy had at all
times been used solely as a domestic rental and was input taxed so the sale ahtHangavas not subject to
GST.

In the other example the owners decided to demolish the property themselves. Tt@naitéred this to
be using the property other than for input taxed supplies so GST applied to the saleacatiiéand.

Of course if they simply left the house on the land, GST would not apply either becaugsapiptiek to
the first sale of residential property and then only if it has not been used as &oremtantinuous period of
more than 5 years. Removing the house changed it from residential property yovsiogpit land.

GST on Bank Charges

Late Payment Fees These fees include GST

Retailer Credit Card Charges -When a retailer charges you a fee for using a credit card GST will apibly t
fee if the item you buy is subject to GST. In some cases the fee amountwitbhae apportioned between
items subject to GST and those that are not.

GST Adjustment Periods

Each 30 June is an adjustment period so you need to consider this for the BAS you are cuepatipgr
An adjustment is necessary when the ratio of deductible to non deductible use of ars ibth@aniged from that
on which you originally apportioned the GST. Any invoices under $1,000 do not have to be considered but
don’t forget to consider all invoices over $1,000, for example motor vehicle repairs whatidled business
to private use of the vehicle has changed.

The number of adjustment periods depends on the GST exclusive amount of the invoice. bvoices f
$1.001 to $5,000 have two adjustment periods. Invoices for $5,001 to $499,999 have 5 adjustment periods
for $500,000 or more there are 10 adjustment periods.

GST When You Sell a House You Built as a Rental

The following section references are provided to assist readers whose adsamtadvising them that they
must pay GST if they sell a rental property less than 5 years after theyt.bui

If you are not already registered for GST you are not required to do so justdogoa choose to sell a
property you built with the intention of holding as a rental. Section 23-5 states thaninina turnover of
supplies you make in the normal course of your enterprise, exceed $75,000 you reigstfiegbST. Section
185-25 excludes from the calculation of annual turnover the supply of a capital assgihgBbé property for
rental then selling, is the supply of a capital asset and not included in the annual tuSentem 118-15
excludes from annual turnover input taxed supplies so any domestic rent receiveddiidetliin annual
turnover.

What if You Use Two Dwellings As Your Home?

If they are adjacent to each other then you could, in theory, cover them both with yoresicznce
exemption. The trouble is that you would have to sell them both to the same person on the $are alalg
to use your main residence exemption on both.

Section 118-192 resets the cost base of a dwelling to its market value at thérdapratduces income, if
until that date it had always been covered by your main residence exemptioneclibis is compulsory and
the only prerequisite is that the property would have been entitled to your folkesadence exemption had it
instead been sold at the time it was first rented out.
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Now when examining whether it would have been covered up till that date look back over seelib@ 480
118-120 pretending that a sale has actually happened. If a sale had actuaihetaighat time then the
dwelling (residence used as a home by the owner) and adjacent land up to 2 hectarespt.

This means that a duplex where both sides are used as a home, or when you subdivide amabbgiloha
the back of your home block where the new house is also used as part of the family home, {hrepéxibs
qualify for your main residence exemption. If you then move out of both and rent them mgtthase on
both is reset to the market value at that time. Now you can sell them to differdragmrscand cover one with
your main residence exemption under the 6 year rule and the other would be exposedtd @®fon the
difference between the market value when you moved out plus selling costd #te aelling price, which
probably won't be much at all. Section 118-120 talks about adjacent land being included imtresiti@nce
exemption so if you own another house in the same street that is also used bylyhaniisinot income
producing yet then it would be considered adjacent and the main residence exeraplibberavailable. It is
not necessary for both properties to be connected, the section says adjacentrreat.adjoi

But don’t go building a house down the back or a duplex with the intention of utilising thiséoggaus
build with the intention of selling then you are going to be up for normal income tax protiieand GST.

The Margin Scheme When You Develop a Block Where You
Didn’t Claim Back the GST on Its Purchase

If you are considering developing a block of land to an extent that you are considered tcsheessbu
(Refer our How not to be a Developer booklet) then if you haven't claimed GST back omitha purchase
of the land, you need to understand the margin scheme.

GST is 1/11 of the price you sell the property for, you will get an input credit for any GSPpapon you
development costs. The trap is if you didn’t pay GST on a council fee or emplogel@sperson who was not
registered for GST you will have to charge GST on the effective value didetp @éhe property even though you
did not qualify for an input credit on that cost. So you may sell a property for $110,000 and hade to se
$10,000 off to the ATO this leaves you $100,000. If you have spent $60,000 on bringing the property into
existence for sale but there was $5,000 in costs to which GST did not apply then your dipist cndy going
to be $5,000 (1/M of $55,000) so the net GST you pay on the project is $5,000 even though your profit is or
$45,000: that is the GST ends up beind"WByour profit.

Note the margin scheme can only be used if the original purchase was not subf&ttitecause the seller
was not registered or the supply was under the margin scheme originally, thespuneppened before GST
was introduced or the purchase was not a supply subject to GST because it was alésideing but not the
first sale since construction. The margin scheme does not apply if GST didy't@gpe original purchase
due to one of the exemptions such as going concern applying ie the property whsaG&alable supply but
a special exemption was used to avoid charging the GST. The margin schemeg t&nuzeld with a house
and land or land.

The margin scheme is intended to minimise the GST when the original purchase dilldet@&T. The
margin scheme cannot be used on any development costs even if no GST has been chardgeal ofTthe i
margin scheme is to make sure that the GST you pay on the sale is only on thebetargen the selling price
and the original purchase price of the property, if you did not have the benefinahganput credits on the
purchase of the land.

If you buy a property under the margin scheme then you ardlowed to claim any GST back on its
purchase but you are also entitled to use the margin scheme aiheellyso it all comes out in the wash. . A
sale that is subject to the margin scheme must have anaifgeement signed by both parties on or before
settlement for the sale, stating this.

If you purchased the property before GST was introduced, which*Way12000 then you are entitled to
use the margin scheme when you sell it, even if the latter sale is of a uniti@n pbthe land (references
Section 75-15 GST Act). In these circumstances the margin is the différetmesen the selling price and the
market value at eithef"IJuly 2000 or the date you became registered, whichever is the most recent.
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From Property Development to Investment Property

Section 70-110 of the 1997 ITAA states that you can stop holding a block of land or buildadjrasdtock
and start to hold it as a rental property or for private use even though your onggnéibn when purchasing
the block was to develop it.

Until this section was included in the legislation, an item of trading stocklwagsaconsidered trading
stock no matter how long you held it, its character could never change. There arey oauedents still
around that back date to before this legislation that many people don'’t realize lorgger the case.

All you have to do is simply stop holding it as trading stock and it will be consideredetbden acquired
by you at that time for its cost. There is a ruling about the GST consequelacgartfership making a supply
to its partners but that would be the case if the name on the title was changieg:dadiof a partnership
between husband and wife who where then going to hold the property together as allrévdtlyould be
happening is a change of purpose not a change of ownership. The change of purposenn@IST credits
would have to be paid back. Deregistering for GST would also triggsathe paying back of GST credits
(section 138). Though it only applies to GST on invoices exceeding $1,000. Invoices ax&4c0® will
have to have their GST paid back if their adjustment periods have not expired. IfeokEO01 to $5,000
have two adjustment periods. So their adjustment period does not expire until twdtgeding dirst 3thJune
after the BAS in which the GST was claimed. Invoices for $5,001 to $499,999 have 5 adjustindat Oér
course the amount of GST you pay back will increase the cost base of theytatdecause the cost currently
recorded in the accounts would be the net of GST amount.

GST Adjustment Periods

Each 3% June is an adjustment period, so you need to consider this for the BAS you are currently
preparing. An adjustment is necessary when the ratio of deductible to non deduetiflamgem has
changed from that on which you originally apportioned the GST. Any invoices under $1,000 deentot the
considered, but don’t forget to consider all invoices over $1,000, for example motor vehickewbea the
ratio of business to private use of the vehicle has changed.

The number of adjustment periods depends on the GST exclusive amount of the invoice. boices f
$1,001 to $5,000 have two adjustment periods. Invoices for $5,001 to $499,999 have 5 adjustment periods
for $500,000 or more there are 10 adjustment periods.

Some Answers on Selling Solar Power Back to the @i

A reader has very kindly alerted us to a PBR on this topic. Now PBRs are sesnohariivate binding
ruling applications. Only the person who applied for the ruling can bind the ATO to their wevertiless
these rulings are a method of finding out just what the ATO is thinking when there atieer rulings on the
subject.

There are thousands upon thousands of these PBRs so if any readers receivetig intkngsresponse
please don’'t assume we know about it. We would certainly appreciate hearingalrsut y

In PBR 92788 it appears, reading between the lines, that the taxpayer was hopintyvtynggar their
solar panel investment, because it talks of claiming interest and beingywtdikeake a profit in the near
future. The ATO found that tax did not apply to the activity because the panels wieegtaxptiyer's home
rather than in a business environment and the operation was not of the size normaltitotyedgeteration.
Further their motive was not business like as it was to offset their eligotonsumption and create a
renewable energy resource. | wonder if the answer would have been diffemegtvfdre likely to make a
profit. This is a good outcome considering the record keeping involved would not be worth ltresrsynat, if
any, tax revenue that would be generated, so let's hope the ATO stick to this opinion.

The PBR specifically states that interest is not deductible. This card®wmldress the CGT concerns,
that if a home is used to produce income then only part of the main residence exemptdabka The
formula for determining the percentage of the gain on the home that is subj&T is Based on the rules that
determine how much of the interest on the loan for the home would be deductible. So as yeuesamsg
because the home is actually producing income, it is caught by the CGT prqg\asitims PBR states none of
the interest is deductible then the percentage of the gain that is taxaitileescs

What still remains unanswered is the comment on TV by an MP that Centrelink waoakihigethe income
received from selling electricity back to the grid into account whenleaicg the house owner’s entitlement to
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the Pension and other benefits. We have had an election since then so hopefully that MP is imo longe
Parliament.

Of course the situation is completely different if these panels are on the yoaf diusiness. In this case, if
you are registered for GST, you will have to remit f/dlwhat you receive to the ATO as GST. Regardless
of whether your business is registered for GST or not the income from itpankds will be taxable.

2011 Checklist — Before Paying an Invoice

Invoice checklist
You should not have any business expenses over $75.00 where you do not at least have a record of the
supplier's ABN.

Supplier is not registered for GST
If the supplier is not registered for GST then you enter the full amount of the imvdieerelevant expense
column but if the invoice is for more than $75.00 you need to make sure you at least have their ABN

Supplier is registered for GST

If the supplier is registered for GST then the amount you enter in the relevansexpéumn is the net of GST
amount (usually 10/11ths). This is the case whether you have a tax invoice with theiaigpeogpties or not.
The absence of a valid tax invoice means you do not qualify to claim the GST back Istitlylo not qualify
to claim the GST as an expense! To make the spreadsheet balance it will bargdogaut the GST
component of the payment in the column titled 'GST where no tax invoice held'.

If the tax invoice for a GST supply exceeds $82.50 (GST inclusive) you need to chieblk thaoice has the
appropriate entries to qualify as a valid tax invoice before you qualify to el@redit for the GST. For
supplies over $82.50 it must be clear that the document is intended to be a “tax or GST and&edw how
much GST has been charged. It needs to contain the date, supplier's name and Adiblar@eteeded of
what is supplied, the quantity and price. If the invoice is for $1,000 or more it must aldo goataname or
ABN.

Charging GST When Used For Private

Quite often we are asked whether a person who is registered for GST eag€0&ST on all taxable
supplies they make when the item might not have been intended to be part of theisbusxaesples would
be a carpenter who is registered for GST and built a rental property, as an ovdezr ldoes he or she have
to charge GST if they sell the property. A husband and wife partnership who arereeldist GST in a retail
outlet but subdivide off their back yard and sell it. A builder who builds his or her own home bseélistér

It is all a question of whether the sale is in the course and furtherance of ashudindsunfortunately
again boils down to proving what you were thinking at the time. The 1998 explanatory memotandemi
New Tax System Act, at paragraph 3.10 went so far to say that even when derasalisahis or her own
private car GST would not apply.

Of course, in these circumstances you would not claim the GST input credits whentymushbidivided.

GST and Transferring Land Between Co Owners

The catch when you subdivide land, build a duplex or townhouses with a business partnessuthatga
you jointly owned the original property, then all of the lots or units are going to bly imed by you both.
If you transfer the titles around so that you each own particular propertiesliuadiy, then you are making a
supply to each other and this may well be subject to GST.

The first question is whether the activity is an enterprise and then whetrereyiaipartnership or merely
co owners of the property. In technical terms the word partnership in thie arictin the relevant ruling
GSTR 2009/2 refers to a general law partnership which is a business eate@wiswners is referring to
something less, i.e. not a profit making motive from selling the property. A non padiihgrmotive, from
selling, would be when two people buy and develop so they can have a home or rental paoperty e
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If you are in a general law partnership it is the partnership that is suptbigimdiole property to you not
just the other partner’s share. So GST would be payable on the whole value of the ppopsityy(reduced
by the margin scheme). Mere co owners of property would only have to pay GST @attiloa fof the
property transferred and that is only if they are required to be registei®@&Towhich quite often would not be
the case for mere co owners because the property is not part of their normalrtsoritred turnover is under
the $75,000 threshold.

It is all about your intentions. That age old question of whether you are mefisliyngean asset or in
business to make a profit. A general law partnership is about a profit making venturgowspufchased the
property to hold as a rental or your home you would not be in a general law partnershigasishgassive
investment income. But if you then go into a business by demolishing the rental antgltoitihouses you
are into a profit making venture and GST would apply if you sold the townhouses ratheottinue to hold
them as rentals. Selling vacant blocks of land can sometimes be considergdeaésithg an asset rather than
a business but only if your original intention when purchasing the property was obtlteide. Our how not
to be a developer booklet (in the freebies section of the web site) discusses thgag§ed line on when it
thinks you may have crossed over from merely realising an asset. This topadssalissed in MT 2006/1.

All we are looking at here is what happens when you are dwngthan merely realising an asset and you
want to take away from the project, properties in your individual names rathgushaell off to the public.
Remember the most common outcome would be for the partnership to sell to the public or thersa:@w
keep the units for rental or private use. We are now really just looking at the unt@uraktances of when the
development is business like ie profit making (must register for GST) ieaj¢ane partnership but for some
strange reason the partners decide to transfer the properties (or airfeast hem) out of the partnership and
into their own names. In the particular case that led to this article agadiecided to transfer the titles around
between the owners before the properties were then on sold to the public.

Let’s consider a town house development which is business like with a profit metitlee partners will
take away a townhouse each and sell the rest to the public. For GST purposesstipplig lay the
partnership to the partners so the partnership must charge the partners GSfor iNocbene tax or CGT
purposes the partnership is not even recognised as owning the property, the individeed peg, let’s not
even go here at this point but it is suffice to say do not apply the GST principals hayeincome tax issues.

The GST effect of the partnership being the transferrer is that even thoughtoeermaght already have
their name on half the title, when the townhouse is transferred to them GST would be pstakl partnership
on the value of the whole townhouse (though the margin scheme maybe still used to re@$E thd his is
an important reason why you need to avoid being considered a general lawspgrtiigou don’t intend on
selling the property.

The very fact that you don't intend on selling supports the fact that there is nota geneartnership
anyway. Paragraphs 79 to 85 of GSTR 2009/2 recognise that two people can come todether t
development with different purposes in mind. If in this case you were the one buildifigatalgbe other co
owner was building to live in then you really have to look at the one property as twatsegssets. The first
sale of a new residential property is subject to GST but not any subsequent ore# isnsebstantially
renovated. So if you received half the property from the other co owner with no GST begeyldierause
they weren't registered then when you sell only half the property is beingosalffirst time so only half of it
would be subject to GST. The trap is when you transfer your half of the live in co oprmgrésty to them you
will have to charge GST because you built that half with the intention of making agsrpfart of your
enterprise. So in the end the full GST is paid. Half of the value of your unit on therttartbfother co
owner of half of their unit and the other half of the GST is paid (on half the value of yguwvheit you sell to
the public. You only charge half the GST on this latter sale because only half tisebenig sold for the first
time. The other half was sold to you earlier by the other co owner with no GSTdthageise they did not
have a profit making motive so they were not required to be registered for GST.

A joint venture is a different situation to the partnership discussed above though GSTR 26€92fze
transfer should still be a taxable supply despite subsection 51-30 stating #mesffer tio joint venturers is not a
taxable supply.

Don't forget if you are not already registered for GST and the units are hao ling sold as part of your
normal business turnover then their sale will not force you to register from @&lideeyou taxable supplies
from your normal turnover are not over $75,000.

BAN TACS Accountants Pty Ltd Goods and Services Tax Booklet -45 -
Created by Julia Hartman B.Bus CPA, CA, Registered Tax Agent



Saving Tax on Your Investment Property — The Book

“Every investment property tax-related question you've ever wondered about is ad$wee and — perhaps
more importantly — the ones you didn’t think to ask but should have! For property investors who wame to ref
their strategy for maximum gain, this resourceful handbook will make a great constant comparkgnas
Brodie, Editor, Australian Property Investor magazine.

Combining Noel Whittaker’s easy reading style with Julia Hartman’s mindmgnattention to detail was a
major challenge but made it to the book stores. You can also purchase it online lp:going
bantacs.com.au/book_savingTax.pfpe cost is $29.95 plus $5.95 postage — tax deductible of course!

Ask BAN TACS

For $59.95 af\sk BAN TACSyou can have your questions regarding Capital Gains Tax, Rental Propedies
Work Related Expenses answered. We will include ATO references to support ourioanclus

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/freebies.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 PBIs

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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