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Introduction

The following booklet is compiled from questions frequently askedMimers or situations they can
unwittingly be caught in. Many of the articles in this bookletiaugortant to know before you take on work
as a Miner. For example salary packaging your relocation costs, covegongself with private health
insurance for the full year in the first financial year ydartsmining and making sure you are actually
employed before you incur any costs to attend courses. oltcalgers typical tax deductions for Miners and
Noel Whittaker has contributed a couple of articles to help you irjmst increased wages wisely. This
booklet is available under the freebies section of our webnsite.bantacs.com.alPlease spread the news
around.

Before You Leave Home

Relocation costs
The cost of relocating your household, when you are transferred omgitlered by the ATO as tax
deductible, even though a taxpayer in case T92 was successfuhinmng her relocation expenses.
Nevertheless, a simpler method is to salary sacrifice tbeatéon costs. They are exempt fringe benefits to
your employer. This will mean that you will be paying for teecation out of before tax dollars, which is
exactly the same as receiving a tax deduction for that amouatocd&on costs covered under the FBT
exemption include:
e Travel, Meals and Accommodation en route including family members
« Temporary Accommodation in the old or new location
e Furniture Removal
« Home sale and purchase costs. For example Stamp Duty, Legal Fees and Goamissi
Make sure your employer pays the actual costs. No exemptieailesbée if you are only given a relocation
allowance rather than reimbursement for the actual expenses.

Medicare Levy Surcharge and Child Maintenance

The surcharge applies if you do not have private hospital insurance widximum excess of $500 for
singles and $1,000 for families and your income for 2010/2011 is more than $77,808gfes or $154,000
for families. The threshold increased by $1,500 for each child taiefirst. The threshold includes taxable
income, reportable fringe benefits, reportable superannuation contribamonsivestment losses are added
back. If you do not have this cover you will be taxed an additional 1%l grour income which may even
exceed the cost of the health insurance premium. The definitidGenolly is based on whether you have
dependants i.e. you have a spouse or contribute to a child’'s (under 21 tmé&lktudent under 25)
maintenance. Spouses are automatically considered dependants atheacHn the case of separated couples
the normal Medicare levy only entitles you to consider a child gependant if you would be entitled to claim
Part A benefit from Centrelink in other words you shared ar ¢ustody of the child. But for surcharge
purposes this area is widened and a child would be considered a depmahaifithe or she does not live with
you but you contribute to his or her maintenance. In particular despgyson without private hospital
insurance who earns more than $77,000 but less than $154,000 is not liable forshecliafge if they pay
child maintenance. Reference ITAA1936 Section 251V.

The trap is that if you do maintain a child they must be includgalinprivate health cover policy for it to
be effective in protecting you from the surcharge. This includeshitdren of your spouse, that live with you
or children you pay maintenance for even though they do not live with you.

To completely avoid the surcharge you must have private healthries from the®lJuly. Getting it later
in the year will still help but only proportionally.

Claiming Memberships and Courses

Ongoing membership of an association that relates to your occupatior geduation. If it does not relate
to the way you earned your income during the year you are only @rbtldaim the first $42 of the expense
but note you are entitled to claim up to $42 for each associatioral Jaoitiing fees, even if they relate to your
current occupation, are not tax deductible but they also qualify for the $42 limit.
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Some industry qualifications involve doing a course and paying a orfieeoffProviding the course is
related to your current occupation it can be claimed as atestf education, just be careful that the fee is for
the course not a one off joining fee to a professional associdtitdme course is run by an education institution
such as a College or University you cannot claim the first $25@wf gosts. But these costs include things
you would not normally get a deduction for such as child care fees witlle eburse or expenses you forgot to
get a receipt for. Also if your motor vehicle expenses undekilbmetre rate in relation to the course exceed
$250 you do not have to reduce your costs by $250 at all, this does not stdpoyclaianing these motor
vehicle expenses if they qualify. If the course is run byaetm professional association you do not have to
worry about the $250 rot.

The cost of obtaining a qualification that is a pre-requisitakimg a job with a new employer is not tax
deductible because it is incurred before the income earningtydiegins. Again this would qualify for the
$42 concession. The trick is to make sure you are employed befordoytihe course. This problem often
applies to the generic certificates needed to enter the mining industry. rieefed&98/6 and TR2000/7

Home to work travel

Many miners travel to remote areas to work for severaksve@d then return home for a week or two.
Because the mines are in remote areas they expect thaghibelg be entitled to claim any costs of getting
there as a tax deduction. Just like an office worker cannaot ttavelling to their normal place of work each
day neither can miners.

In ID 2001/80 the ATO discusses the example of a miner who worksedweks on for one week off, whose
employer pays for the air fares back to a capital city bualhdohe way home. The ruling states that the miner
cannot claim for the cost of travel from the airport becausellirayéo the job happens before the income
earning activity starts so it is not part of the cost ohiegrincome, regardless of how far the distance. The
same rule would apply if the miner had to pay the air fare.

The only opportunity a miner has to claim travelling expenses, in thesenstances, is if he or she
requires tools to do his or her work, the tools are bulky, there iafacs®rage at the mine site and he or she
uses his or her car to transport them. If this is not the tasbetter to negotiate a salary package that covers
all of your home to work travel costs even if in means a lower take home pay. \Wheémgwon a remote mine
site any cost your employer incurs in transporting you to and fhansite is an exempt fringe benefit. This
effectively means that if your employer pays the travetscibss out of pre tax dollars. If you pay the travel
costs they will be payable out of after tax dollars. .

When negotiating this in your salary package refer your empioyldd 95/49. Warning, an employer does
not technically have to pay super on anything you salary saciind only the cash portion of your salary
package is covered under Workcover so make sure your agreement includes some domfiaribéd.

Records required to claim work related travel

To claim up to 5,000kms per car the kilometre method can be used whialotoeguire receipts or a log
book but simply a detailed reasonable estimate. So if you ti@wnilar areas each month a record of the
purpose of each journey and the kilometres travelled in the periaipledl to cover the whole year is a
sufficient record. Also keep a record of one off trips. For the 2@at you will be entitled to 63 cents per
kilometre if your car has a cubic capacity of 1.6 litres ss.leOver 1.6 litres up to 2.6 litres 74 cents. Over 2.6
litres is 70 cents per kilometre.

If you do go over 5,000 kilometres a log book may be beneficial but usubéter claim is available by
rotating cars if you have more than one car. For example yaurammber of a couple and use you spouse’s
car sometimes. You can claim up to 5,000kms in that car under theelxdomethod. You must be the owner
of the car to claim it under the kilometre method. If the sawrily in your spouse’s name you can make a
declaration of joint ownership. If the car is in your parent'senaut you pay all the associated costs because i
is really your car you are considered the owner of the car.

You cannot claim a deduction for travel between home and your normealgflasork unless you carry
bulky equipment because there is no safe storage at work. Aotmpafork to home carrying bulky equipment
so you can do work at home would not be deductible because you only takéhdnee as a matter of
convenience. That is you could finish the job off at work but you would prefer to work at home.

TR 95/34 covers a lot of the circumstances where a car canitpedlas a work related expense. This
ruling is available on the ATO web site. Tax deductible work related traleelrftd the following categories:
Itinerant - In FC of T v Wiener 78 ATC 4006; (1978) 8 ATR 335 a teacher wasregljto teach at a
minimum of four different schools each day, and comply with a dinmtable that kept her on the move
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throughout each of these days. The court found that she was itinerahieegfdre able to claim her travel
costs from the moment she left home until she returned home. Auammbf two workplaces in one day will
class you as itinerant unless one was your normal workplace. firgbgo to your normal workplace you can
only claim for travel after you reach there.

Travel After You Have Started Work - If you go out from your normal workplace and then return you can
claim for that trip but not the trip to and from your home and your nonogkplace. Examples of this sort of
travel would be meetings at other offices, inspecting branchesiglspic. If you go home, rather than back to
your work, after these meetings etc you can also claim the trip home.

Abnormal Workplace — Taxpack at item D1 and MT 2027 paragraphs 32 to 35 discuss cldi@aug to an
abnormal workplace. It is important to note that you mustHi@mse a normal workplace to have an abnormal
one. You can claim for travel from home to an abnormal workplacéaridhome or to another workplace or
vice versa. In FC of T v Genys (1987) 17 FCR 495; 87 ATC 4875; (1987) 19 ATR 356 thd Eedenmade

it clear that if you are an agency nurse without a normal wackpyou cannot make this claim if you only visit
one hospital for the day. For a nurse with a permanent positiortioenaal workplace claim would cover
travelling to other hospitals for meetings, attending courseseetn if they spent the whole day there. In
other words the travel was merely home to work travel but be¢hagehave a normal workplace and this
travel is to an abnormal workplace they are entitled to claimeitorwork travel. If you regularly travel to one
workplace on Monday and Tuesdays and another the rest of the week Isetipldees would be considered
your normal workplace so no abnormal workplace claim is available for either plac

Home a Based of Operations 4 case W4 a semi retired University Lecturer was allowed endlai home to
work travel because he did not have an office at the University where he coule frisdagctures so his home
was the base where most of his work was performed. This case is very narrawhgiateby the ATO.

Bulky Equipment — In case S29 it was accepted by the court that equipment wgjghtre than 20kg was
considered bulky. If there is no safe storage at work you mayplbet@ claim a deduction for taking your
equipment to and from work. Safe storage means somewhere yoackanpl your belongings that other
people do not have a key to. It is not sufficient that you takeghgment home for your own convenience it
must be out of necessity. Bulky equipment does not have to be heawvyjiist be impossible to transport on
public transport, for example a ladder or drum Kit.

Work Related Tasks on the Way to or From Work -MT 2027 states that the task cannot be insignificant
such as dropping off the mail at the post office. Though if you droghefimail on the way home you can
claim for the distance off the track this takes you. Alsorréf@ 96/42 and TD 96/43 available on the ATO
web site. If you perform a significant work related task onwhg home you can claim the whole trip. For
example stopping at another office to do some work or have a meetihg way to work will make the whole
trip deductible.

Casuals - In FC of T v Genys (1987) 17 FCR 495; 87 ATC 4875; (1987) 19 ATR 356 an agency nurse was
permitted to claim the cost of attending a different hospiteh ey because it was merely home to work
travel. She only went to one hospital each day and as she had no workpahce she could not claim travel
to an abnormal workplace. Casuals can claim their travahdofrom work if they attend more than one work
site during a day without returning home in between.

Note - If you have salary packaged the car you use for deductible purposes you cannatdsdwation for
these trips in your income tax return because you are not the owner of the. vehicle

Small window of opportunity when called into work

For full details refer to our claiming a motor vehicle booklé&mployees can claim travel from home to
their normal place of work if they have begun their work at hombeiphiome is either another workplace or a
base of operations. The following is an example of successful cases on this principle:
Case W4- a semi retired University Lecturer was allowed a cllamhome to work travel because he did not
have an office at the University where he could prepare hisitescso his home was the base where most of
his work was performed. This case is very narrowly interpreted by the ATO.
In Collings Case 1976- A computer programer was required to be on call at all times and her employer
installed a computer terminal in her home so that she could access the main cdmgugerthe telephone
line. On the occasions that she couldn’t fix the main computer from home she would have bottrawak.
The court found that the trips into work were tax deductible because she had alreadystek before she
left home, in that she had tried to fix the computer through the telephone line. Thisdctiengature of the
journey. Instead of being travel to work it became travel on work because herhdutialready commenced.
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Owen V Pook 1970 -A medical practitioner required to be on call in the case @naergency at the Hospital
where he is employed. When contacted on the telephone he would givetioss on the patient’s care before
travelling to the hospital. Accordingly, the court found that hipaesibility for the patient began before
leaving home so the travel was while working not to get to work.

IT112, which is available on the ATO web sitev{v.ato.gov.aldiscusses this matter in great detalil.

Uniforms

To be able to claim a deduction for the purchase and/or laundry binglaot must fit into one of the
following categories:
Compulsory Uniform — A uniform is compulsory if there is a strictly enforced polioynpelling you to wear
it. To the extent that if you did not turn up to work in it you would be reprimanded or sent itamedd to be
unique and distinctive to your organization. For example have the ynploame on it. Once you have met
the requirements of a compulsory distinctive uniform other itemslathing can also be claimed if the
compulsory uniform policy specifies their colour, style and type.s €ktends to items of clothing that do not
have the employers name on them such as pants, shoes, socks andsstogkingxkample would be the
requirement to wear black, closed in leather shoes. But you musthedast requirement that you have a
distinctive, unique and compulsory uniform.
Non Compulsory Uniform — If the uniform is not compulsory you will only be able to claion tems of
clothing that are part of a registered design. Information gistezed designs is available on the Ausidustry
web sitewww.ausindustry.gov.au
Protective — This can be used to protect either yourself or the clothesag®uwvearing underneath. It also
covers steel cap boots and safety non slip shoes. Claims under ¢atdgsry do not have to be part of a
uniform.
Occupationally Specific —A dentist's shirt is not considered occupationally specific becRharmacist also
wears the same shirt. If you wear something under the Dehastfacist's shirt you could class it as
protective. Chef's chequered pants are considered occupationallijcsgemiording to the ATO occupation
rulings a traditional nurses uniform and a graduation gown for a teacher are alpasipecific.
Note simply having a logo on an item of clothing does not make it elaien The clothing must be part of a
compulsory uniform policy or the logo must be a registered design to qualiflaina

Claiming protective items

TR 2003/16 is based on Morris’ case which gave us sunscreen deducticoseres up the possibilities
for claiming protective items.

Basically you can claim for a protective item if , by iteung, it would be reasonable to conclude that it will
protect you from the risk of injury or illness in your workplace #rad risk is not remote or negligible. This is
unlikely to apply to items of clothing that are conventional in naaeyou need to have a risky workplace so
office workers haven’t got a chance.

The item can be conventional in nature providing it is used princiallyolir protection. An example of
this would be moisturiser with sunscreen included. This also opens gppbgunities to claim special non
slip shoes if they are required for your work. Conventional clothiradp as rain coats, woollen underwear and
jumpers are protective if your job exposes you to water or egtienmperatures whether mechanical or
climatic.

Long sleeve shirts and jeans are not considered protective dwwdhid change if they had reflective
stripes, a UV rating or the material was heavy duty and your job necsdsitat protection .

The risk of injury must be as a result of your work not a pergao@r such as poor eyesight, however
prescription sunglasses are claimable if you need protection from the sun. naoubée dip with prescription
sunglasses. The costs to you, after any refund from your heaéthcan be claimed as a tax deduction as well
as being included in the medical expenses offset calculation.

If the protective item is also used for private purposes, sushragasses, a diary should be kept for 1
month so that the cost can be apportioned between business and private use on a time basis.

Claiming Clothing

Way back in 2002 10 taxpayers, took to the court, the ATO’s view df iwlteeductible for protecting
yourself while working. We are telling you this becauseethie a misconception that you can’t claim for
anything unless it had a logo on it. This is not even the case ivbemes to a uniform. The logo does not
have to be on every item of clothing. If a strictly enforced umifpolicy that includes a logoed item, dictates
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the colour, style and type then items then these more conventionsicéenstill be claimed as a tax deduction
and you can claim for their cleaning. An example would be whertrib#ysenforced uniform policy specified
black tailor slacks to be worn with a logoed shirt.

The point is that you should not confuse the uniform rules with rulsgeto deducting expenditure on
items that protect you or your conventional clothing. The latter bmmegalls, aprons, lab coats etc. Just for
the record you can also claim for occupationally specific clothing sucklasf’a chequered pants.

The case in 2002 that we are referring to, is Morris vs FCT A0@ 4404 which was all about sun
protection. The taxpayers won on the basis that the sun protectisrecltbem to work outside for longer
periods and was necessary to protect them from harm ie skiarcandanger that applied because their job
involved staying outside for long periods of time. The ATO’s unsufideasgument was that protecting
yourself from the natural environment was a private expense. Thetpaintame from Morris case is that
protecting yourself from risk of injury while working is tax deductible.

After its loss in the courts the ATO issued TR 2003/16 which seth®type of clothing that it considers
protective and therefore does not require a logo or uniform policyaiaygtor a tax deduction. Examples are
anything that includes reflective high visibility material, Wealuty fire resistant work wear such as your
classic long sleeved king gee shirts, trousers and non slip shoesstintgdy the ruling specifically excludes
jeans despite their durable protective nature. Though, we ekpec tew rows of reflective material would
change this.

Note there is a condition that there must be a related riskrlat V8o if you work all day in an office in the
city, wearing high visibility clothing will not be deductible.

In paragraph 3 of TR 2003/16 it states that protective iteraahmitems that, according to their design
properties and practical application, protect you against illnesgusy.i The following is an extract from the
ruling that considers the circumstances and appropriate protdetive + it is expected that more than just one
point would apply.

* you are required to work in an environment which could be harmful if adequate safstytpns are

not taken;
For example - do you work in extreme weather conditions?

» the use of the item in the work place makes it unsuitable for private or personal use;

For example - does your protective work clothing become so soiled in proteatirag work that it is
unsuitable to wear to and from work?

* expenditure on the item is additional to your normal private or domestic expenditurdn oies1s;

For example - do you need to wear additional protective clothing at work to guandtaigki or injury
from extreme weather or other potentially unsafe conditions?

» the item is qualitatively different to items of a comparable nature usedgly or domestically;

For example - is the item made to cope with more rigorous work conditions?

* you use the item principally for income producing activities;

For example - do you use the item only at work or, if there is some private or donsestis this use
only incidental to its main use at work?

* Itis a requirement of your employer, work-related safety laws or antired@greement for you to use

protective items;
For example - does your industrial award provide for payment of an allowangaufty purchase
protective items for use at work?

» the use of the item adds to your workplace productivity; and

For example - does your use of the protective item enable you to work for monedystaods?
* any other feature of your use of the item for protective purposes which ntagrfundicate your
expenditure on that item has the essential character of an outgoing incurrgdhigp gaur assessable
income.

Paragraph 38 requires that there be a material risk of injullpess at you workplace and the protective
clothing you wear provides a sufficient degree of protection agdiastisk. Then at paragraph 39 it lists the
indicators that the item of clothing is protective rather than conventional

* is made to cope with more rigorous conditions, where conventional clothing would be inadequate;

» is designed to protect you - for example heavy duty shirts and trousers,rag fimtn ordinary cotton
drill trousers, shorts and short sleeve shirts that may be regarded as wobkingzanot offer the
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degree of protection necessary to give expenditure on such items the charaeterkiriga expense;
and

* has a density of weave which gives a UV rating sufficient to protect goutfre sun where your job
requires you to work outdoors.

Examples are given in paragraph 40:

» fire-resistant woollen clothing for protection against intense heat and 8piarks of metal from a blast
furnace and which were so soiled as to be unsuitable for use outside work: Case A4569 ATG&70; C
24 15 CTBR (NS) 161;

» waterproof jacket, woollen jumper and thick socks which were worn only when working aitdoor
during winter in an alpine area: Case V79 88 ATC 550; AAT Case 4353 (1988) 19 ATR 3504;

» special cold room gear or thermal clothing for working in cold rooms;

» sunhats for protection from the risk of injury or iliness from exposure to the sun winjimgaout
income earning activities: the Morris Case;

» safety coloured shirts or vests (e.g. when used to direct vehicles in a road neajks a
» aprons and overalls worn to stop you coming into contact with harmful substances; and
* lead aprons worn to prevent exposure to X-rays

The ruling finishes off with several examples the most relevant being:
Example 5
48. Bob from the previous example at other times wears heauyn demisers, steel capped boots and a hard
hat when working at the building site. The inherently protective nafutteese items means that the essential
character of their use is more concerned with meeting Boledsnior protection at work than with his
requirements of modesty, decency and warmth. As the expenditure psivaie or domestic in nature and
there is the necessary connection between the expenditure andnBobiis earning activities, he can claim a
deduction for the cost of these items.

Just because you can'’t claim a deduction for conventional clothing does&otthat you can’t claim for
cleaning it. Cleaning and even replacement can be claimieeré ts abnormal wear and tear. This deduction
is generally ignored by the ATO in their publications but therpist a hint of it in TD 93/232 which states
“expenditure on laundry associated with a proven claim for exeesgpenditure on clothing. The courts have
also supported this position, for example in:

Case M28 80 ATC 187 the senior member stated — “expenditure regudtimgxcessive wear and tear due to
the nature of the occupation is deductible.

Westcott v FC of T 97 ATC 2129 — Where a head waiter was allowed the cost ofaiiyglhis black trousers
because of the frequent staining of food and wine and that dryraeasis the only way the stains could be
removed.

So if you are in an occupation where you choose to still wear cameantlothing but the nature of your
work ruins the clothes or makes them difficult to clean or malkels 8 mess of them that you have to change
into other clothing to travel home then you will qualify for cleartilgm and possibly even replacing them. It
is all just a matter of being abnormal.

Claiming tools

Tools costing less than $300 can be claimed in full the year tegyuachased. Otherwise they will have to
be depreciated over their effective life. If the tool is para &t the set must cost less than $300. Identica
items are grouped together and their total price must be under $30@apbe worth buying less than $300 of
them in one year and buying less than $300 worth the following year.

Travelling to see your accountant

Travel to your tax agent is fully tax deductible providing thahéprimary purpose. If there is also a private
purpose to the travel the expenses have to be apportioned. If youagrér@m home over night in order to
visit your tax agent you are also entitled to claim a dedudboryour meal, accommodation costs and if
applicable air fares. Reference TD 94/92.
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Zones

To claim an Australian zone rebate (tax offset) you mustdeone for 183 days. The 183 days can be
accumulated over 2 years. |If in the previous year you did not elaone rebate but over 2 years you have
been in a zone for 183 days you can claim the zone rebate in the geaond For some workers who fly in
and fly out this means they may only be able to claim a zone rebate every se&ond y

The rebate for being in a special zone is $1,173 in tax credit®thaan use to pay your tax instead of
the instalments deducted from your pay. Accordingly, when you do yourtteir ssme of the tax you paid on
your wages should be refunded. Certainly worth the effort of trgckimere you have been. You can check
what zone applies to your area by going to the ATO webnsite.ato.gov.ausimply put the word Australia
Zone List in the search box. TR 94/27 will also give you more detail on how to qualify.

On the bottom end of the scale the rebate for a zone B rasidaht $57. Many parts of Queensland
are zone B including big towns such as Mackay and Townsville. While the $57 mightwottbenuch being
in any zone helps towards your 183 days. The calculation first askhéddaxpayer been in any or various
zones for 183 days. If so, they can claim a rebate. How mucledhegtaim is determined by picking the best
183 days. For example if you have spent 200 days in a zone B and 50 aayseaial zone your rebate would
be made up of two parts. $1,173 divided by 183 times 50 would be your entitlement for thezgpeciabate.
The balance would only be paid at the zone B rate i.e. $57 divided tynmi33133. The total rebate is $361
which is a vast improvement on $57 simply for being in a special zwrg0fdays. As you can see the main
purpose in zone B is to get your 183 days up so you can benefit fromdeyeiry other zones. You only have
to be in the zone for part of the day for the whole day to qualify.

This trick can be useful when planning your holidays maybe even hejpsfidy going fishing in the gulf.

If you live in a zone B record every day or part there of that you are in azotie area to boost your claim. If
you work in a mine on a fly in fly out basis and don't quite spend 183 mygear there, you only need to go
to a zone of any level to top up your quota.

If you have dependant children and or a spouse you are entitlagit@ zone rebate for them too if they
were with you. If you have been missing out on claiming #hate subsection 79B(5B) allows you unlimited
time to go back and amend your tax return.

Making your money work for you

Whittaker Macnaught has offices throughout Queensland. Kim Egetsgailable in the Mackay office to
show you how you can achieve financial freedom by investntestegies and planning rather than going
without. It is time in the market not timing the market or neetlingvest large sums, the main strategy is just
getting started. Simple strategies over time will aghi@mazing results. To find out more, contact Kim on 07
4944 1664.

Noel Whittaker is a proper authority holder for Whittaker Macnaught Pty li¢dnsed dealer in securities
ABN 96 009 793 971. Reg office address is L22, 215 Adelaide Street, Brisbane 4000

The miracle of compounding interest - By Noel Wiaikier

If you want to become wealthy you will need to understand about thelenof compounding - the very
root of making money. It happens when you let the earnings of antnmerscompound instead of
withdrawing them and spending them. For example, if you had $10n08A account and it earned $500
interest, you would be practising compounding if you left the intamebie account to grow further. It happens
because you are now earning interest on $10 500, not just the original $10 000.

What has always fascinated me is that it works in waysséwen totally illogical. Think about two young
people who start investment programs. The first starts p8n@00 a year away at age 19 but stops at 26 ta
buy a home. The second does not start till age 26 but then invests, without fail, $2 000lagez63.

Who do you think will end up with the largest sum of money if theafateturn is 10% in each case?
Strange though it may seem the winner is the first one whtributed only $14 000 but ended up with $945
000. The loser is the one who delayed and finished with $894 000 for a total investment of $80 000.

It's a bit like climbing a mountain - it's less stresdfylou take your time and walk up the gentle slope
rather than trying to make up for lost time by sprinting up the face.

A good way to start is to invest in share based managed fundsrarestrail the earnings. You could also
use insurance bonds and superannuation as the earnings automatically accreareach y
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Borrowing to Invest - By Noel Whittaker

Borrowing for investment is usually the best strategy for tinseare trying to get ahead financially, but
the recent publicity about interest rate rises is leadingyrt@mianvass “positive gearing”. This occurs when
the income from an investment is more than the interest.

It's hard to find a positively geared property these dayshbutumbers still look good if you borrow for
shares.

Think about a person who earns $80,000 a year and borrows $100,000 anvesttinia portfolio of
Australian shares with a yield of 4% per annum franked. They woudldlbe for interest of $7,000 but would
receive $4,000 in dividends, so on the face of it, they have a cash déf§3,000 a year. However, they
would receive $1,714 in franking credits, which could be credited towlaedstax bill. When the tax saving is
added to the tax deductible shortfall they have a total of $2,228 tovpatd their $3,000 deficit. Thus it is
costing them just $772 a year to own $100,000 of shares. All that ischiseziital gain of more than 0.772%
- less than one percent a year for them to break even. In thépsisalian shares have achieved a capital gain
of more than 6% per annum, so your odds are good.

Of course, you should make the effort to reinvest the dividendsoarsgpend them to really put compound
interest to work for you. The sum of $100,000 invested at 6% for 30 yeard grow to $602,000 - if a return
of 10% could be achieved due to dividend reinvestment, the final total wolddnisessive $1.98 million —
that's compounding in action.

Investing for your children’s future - By Noel Whiaker

Back in 1990, in my book “More Money”, | wrote about the magic of compouncéntend the power of
investing just $2.74 a day ($1000 a year) for a new born baby.

Time passes quickly - recently we found ourselves celletyriite 23" birthday of our youngest child. It
only seems such a short time since we had three children under four — now trgadazé, &3 and 24.

Yes, it's a great concept but, unfortunately, like most pebplever “got around” to starting. However,
being one who likes to ponder on what might have been, | did some calesilatifind out what the outcome
would have been if | had made the time to invest that paltry $1088ranto a managed fund that matched the
All Ordinaries Accumulation Index.

The eldest, now aged 24, would have $164,000, the second would have $122,000 and tsewlooifjgs
turned 21, would have $89,000. Notice the impact of time on the investmechud®ethe youngest is four
years younger than the eldest, her theoretical portfolio would haare Wwerth about half as much as his,
because the length of time of her investment would have been four years shorter.

It encouraged me to do some more calculations. If we madw®re contributions to the eldest son’s
$164,000 portfolio, it would grow to $8.8 million at age 64 if the investment auddage 10% per annum.
That's a return of $8.8 million for a total investment of $24,000 (24 years x $1,000).

Now think about somebody who is reading this, who is aged 24, anddsesold on the idea of having a
portfolio worth $8.8 million in 40 years time. Because they ardéirggafirom scratch they have to invest $1,380
a month ($16,560 a year) to reach their target of $8.8 million.

Yes, the person who put away $1,000 a year from birth and tppedtat age 24 outlays only $24,000 for
a return of $8.8 million. The one who delays the program and thes ataage 24 has to find a staggering
$662,400 to end up in the same place. This is the cost of delay.

Bad habits

Did you know that, if, instead of consuming the following items ov2b gear period you invested the
money on a monthly basis in a well diversified growth portfolio you wagldeve the following returns plus
tax credits depending on the performance of the portfolio:

Bad Habit Avg 9% Avg 12%

10 packets of cigarettes per month @ $16 $181,000 $304,000
A monthly subscription to cable TV @ $45 51,000 85,000
Buying your lunch on weekdays say 22 days per month @ an

increased cost per day of $4 compared with bringing it from home 99,000 167,000

It is the small but regular expenses that really cost itotigerun. Likewise a small but regular investment
that compounds will really add up over time. If you expect your wgrkia to be 40 years and you don’t buy
your lunch too often and invest the money instead you could have beddE€/000 and $1,050,000 at the end
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of your working life. So by not buying your lunch and investing the moma could have over a million
dollars when you retire if your portfolio averages 12%pa.

Noel's Rules of Thumb

Rule of 72— the number of times the return on your investment goes into 72ntegerhow long it will take
for your investment to double in value. For example a 9% return compowiltddduble every 8
years, so $100,000 becomes $200,000 in the first 8 years then $400,000 in the next 8 years.

$12 for every $1,006- If your monthly home loan repayment is $12 for every $1,000 you owe yopiayibff
the home loan within 10 years. For example on a $100,000 loan the monthynesyis should
be $1,200.

Just a bit on rental properties

For all the information you need on rental properties please dowsuodxboklet under free publications on
our web sitevww.bantacs.com.auThe following is a frequently asked question:

When is interest tax deductible?

The following applies to loans for both share investments and menojaérties. Much more detail is
available in our Claimable Loans booklet under free publications on our web site.

Traditionally, the interest is only claimable on a loan whereatheal money borrowed is used directly to
produce income i.e. buy the income producing property.

It is dangerous to use a line of credit facility on an investioantwhen you will be drawing funds back
out to pay private expenses. Based on the principle that the interest on a loatedutible if the money was
borrowed for income producing purposes, the interest on a line of coediit easily become non-deductible
within 5 years. For example: A $100,000 loan used solely to purchaséahproperty is financed as a line of
credit. To pay the loan off sooner the borrower deposits his ordrthin pay of $2,000 into the loan account
and lives off his or her credit card which has up to 55 days inteeesbn purchases. The Commissioner now
considers there to be $98,000 owing on the rental property. In sayyd5vtian the borrower withdraws
$1,000 to pay off his or her credit card the loan will be for $99,000. tHaweas the extra $1,000 was
borrowed to pay a private expense, viz the credit card, now 1/99 or 1% of the interetixsdealuctible.

The next time the borrower puts his or her 2,000 pay packet intocinendthe Commissioner deems it to
be paying only 1/99 off the non-deductible portion i.e. at this point tee$86,020 owing on the house and
$980 owing for non-deductible purposes. When, 45 days later, the borrower takes another $1,000 th to p:
credit card, there will $96,000 owing on the house and $1,980 owing for non-dezlpctipbses so now only
98% of the loan is deductible, etc, etc.

Imagine how you would feel if you borrowed $100,000 to invest in shBines when it came time to do
your tax return your Accountant told you the interest is not tax détkittecause the money went from your
loan to your cheque account so you could write a cheque to your brokBomljan’s case the AAT decided
that if loan funds are intermingled with other funds before beird & income producing purposes they are
no longer considered to have their source in the loan.

The ATO has issued another ruling on capitalised interess. alPrivate Binding Ruling (PBR) so it will
only protect the person who applied for it. Nevertheless PBR 69728llisvarth a read. In this example the
taxpayer already has a home loan, they organise a line of wdditest in shares. The line of credit was a
distinctly separate account from the home loan but it was hélsame bank. The taxpayer wrote to the ATO
stating that he or she did not want to use personal funds to pay tiestiote the line of credit. The limit of the
line of credit would be used for further investments into shares @rabver the interest that would be
capitalised. No mention was made as to how the dividends fromh#nesswould be used. The taxpayer
wanted to know if he or she was entitled to a tax deduction for tbeegtton the capitalised interest and the
ATO said yes.

Readers should now not be concerned about borrowing to prop up their investagmtshortfall while
concentrating all their other funds into paying off their non deductible debt. But ihtgmd to use the income
from the investment to also pay off non deductible debt we suggest yaugag from the ATO first. There
have been two private rulings on this topic when a rental property was involved, one posittleet negative.
So this is why you need your own ruling. For details on how to apply for one go to
http://www.bantacs.com.au/capitalising-interest.php
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When are rental property travel expenses claimable?

Travel re Purchase and Signing of Contract to Buy or travehpyave the property - Part of cost base for
CGT purposes, if the property was purchased afté2@ust, 1991, section 110-25(4).

Travel to Improve the Property — Part of cost base for CGT purposes section 110-25(4)

Travel to Repair & Maintain the Property While Rented — Claimable againsntyear income

Travel to Repair & Maintain the Property While Not Rented — Bfathe cost base for CGT purposes section
110-25(4) if the property was purchased afté? 80gust, 1991. This is the case even if you are living in
the property at the time of the travel but for some reason dth@hgme you own the property it is not
covered by your principle place of residence exemption.

Fringe Benefits and Salary Packaging

Home to work travel an exempt fringe benefit

Most fringe benefits are effectively taxed at 46.5% so tisane real advantage in receiving them. In fact
unless you package exempt or concessionally treated fringe bemedita,big disadvantage unless you are in
the 46.5% tax bracket which now days is very unlikely. Further, thefibes still reported on your PAYG
summary so Centrelink will take it into account.

As a miner you should consider salary sacrificing for a cgouifare in the market for a new car anyway. If
you do and earn less than $180,000 a year, you should also make an empfdsibation to reduce the
amount subject to FBT to zero. An employee contribution is taxgduatmarginal rate but this is still better
than the 46.5% FBT rate.

Salary sacrificing into superannuation also works well agffective tax rate drops to 15% but you money
is locked away until you retire.

There are certain expenses such as relocation costs and thietiaatlling to and from work that are not
normally deductible to wage earners. Consider salary satgfthese as they are exempt fringe benefits to
your employer which means the cost is covered out of your before tax pay and rogayable.

If you salary sacrifice one of the following vehicles and rf/ used for home to work travel, business
purposes and other minor, infrequent and irregular travel. The benefit is exempt.

a) Motor Cycles

b) Vehicles designed to carry a load of at least one tone

c) Taxis, panel vans, utilities and commercial vehicles dedigmecarry a load of less than 1 tone but not
principally designed to carry passengers. According to MT #@i24ncludes Nissan Navara Dual Cab Ute

DX, Mazda Bravo 4WD Dual Cab Ute DX5, Toyota Hilux 4x2 Dual Cab, Bord Courier 4x2Crew Cab

pick-up GL and Holden Ute Series Il 179kw V8. Other vehicles that hreore load space than passenger

space may well qualify.
So if you have a long way to travel to work and cannot make fipapttierwise deductible (i.e. carry bulky
tools due to no safe storage at work) it may be worth askingeraopltoyer to provide you with a vehicle that
fits into one of the classes above, if you have another car to upevate. This will effectively allow you a
tax deduction for your entire home to work travel.

Remote area housing

If your employer provides you with residential accommodation dneyot subject to fringe benefits tax on
the costs of providing that accommodation, if it is in a remote. afdas effectively means that they can
provide you with a home out of before tax dollars. Note the concessionndbegpply to an employer
reimbursing you for rent paid in a remote area.

Now the difficult part is determining what is a remote afHae easy answer is refer to PSLA 2000/6 it has
a list of these areas and is availableratv.ato.gov.au To calculate whether your area qualifies make sure tha
it has a population of less than 14,000 people or 28,000 people if it is witloimeaA or B. Then check that
there are no other towns within 40kms, by the shortest practica, st have a population of more than
14,000 people or 28,000 people if in a zone A or B. If it does not pass the @&gitmawill still be considered
remote if your area is further than 100kms away from a town wigomulation of more than 130,000.
Populations are based on Census information.
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Protecting your home from Capital Gains Tax

CGT Basics

In order to protect your home from Capital Gains Tax (CGMust be considered your main residence.
The first condition you need to satisfy is moving into it as soopoasible after purchase. Note there is a 4
year concession if you are renovating or building on land but only itigauot have another main residence at
the time. If you do not move in straight away the home wilbgtwbe subject to CGT on a pro rata basis so
you will need to keep records of all the money you spend on it includieg, interest, improvements, plants,
insurance, repairs etc for all of the time you live there.

Once you have established a house as your main residence thercassions that allow you to move out
but leave your main residence exemption with the house. Whetheruke isoyour main residence or not is a
guestion of fact. The ATO has issued TD51 as a guideline (notolawhat the ATO considers relevant in
establishing your main residence somewhere. The following is an extnacttfat ruling:

Some relevant factors may include, but are not limited to:
(a) the length of time the taxpayer has lived in the dwelling
(b) the place of residence of the taxpayer's family
(c) whether the taxpayer has moved his or her personal belongings into the dwelling
(d) the address to which the taxpayer has his or her mail delivered
(e) the taxpayer's address on the Electoral Roll
(H the connection of services such as telephone, gas and electricity
(9) the taxpayer's intention in occupying the dwelling
The relevance and weight to be given to each of these or othansfacli depend upon the circumstances of
each particular case. Mere intention to construct a dwelling ocd¢apy a dwelling as a sole or principal
residence, but without actually doing so, is insufficient to obtaiexleenption. A house can only be classed as
your main residence if your name is on the title deed. Furth@y buy your home in the name of a company
or trust it will not be protected from CGT by your main resmeexemption. As indexing for inflation is now
only available in very limited circumstances it is importanptotect your main residence exemption. CGT
could reduce the proceeds of the sale of your home to the extenbahatllynot be able to purchase a similar
property, simply because of normal increases in prices in line with inflation.

Section 118-149f you move out of your main residence you can (although not compulsoryhuwsno
give it your exemption for capital gains tax purposes but you can only use thptiexeon one property. Note
couples are only entitled to one residence between them. If dinenime the property was actually your
residence it was also income producing, you will only be able tm ¢tee exemption on the portion that was
your residence even if, after you move out, the other portion does not piodoice. If, after you move out,
you rent the property out, your exemption will only last 6 yearsflyaii move back in, the 6 years clock starts
all over again. If you do not rent the property out or produce income fraluring the time you are not living
there, your CGT exemption is unlimited. Be careful this ruthesabsence rule it only applies if you are not
there so it will not protect you if you rent out part of your home while still livivege
Section 118-140rour main residence exemption applies to two homes for a period of@umbnths. This is
intended to allow you time to sell your old home after purchasing a new one. To:qualify

1) The first home must have been your residence for a continuous peraideafst 3 months in the 12
months immediately preceding the date of sale.
2) If you were not living in the first home at any time during theridhths preceding the date of sale it can
not have been used for producing income (i.e. rented out or used as a place of business).
Note section 118-140 is not optional it must apply so if you have raachpital loss during the period of
overlap you cannot claim it.
Section 118-15@ vacant piece of land can be covered by your main residence exemption for u@te 4 ye
before you finish building a dwelling on it, if all of the following apply:

1) You move into the dwelling as soon as practical after it is completed.

2) You continue to use that dwelling as your main residence for at least 3 montfesitisfeold.

3) During this time you are not using your main residence exemption onearmpbperty though note you

are still entitled to the overlap of 6 months under Section 118-140 above.

Section 118-150 can also apply if you move out of your home to renovateghtusing 118-145 will give
you an indefinite time frame rather than just 4 years.
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If the house is only entitled to your main residence exemptionop#ne time, the taxable gain will be
multiplied by the percentage of time the house did not qualify. Aaugly, you will have to keep records of
all capital improvements for the whole period of ownership as the gain fahible period of ownership has to
be worked out first. You will need to be very diligent to recordatlital improvements as they include trees,
floor tiles, the extra wiring for say an outside light, a hogbdafe wasn't one there before etc. If the house was
purchased after 20th August, 1991 you are also entitled to increaseogbinase by the ownership costs of the
property while you are living there. The way the formula worksctists while you were living there reduce
the capital gain while you were not. You can also include in #iesgory most other cost associated with the
property that you have not claimed as a tax deduction againstrihe $o start collecting records including
digging up old bank statements on the loan, asking Council and your insacanpany for copies of all that
you have paid them since you purchased the house. Reference $&6t@h subsections (4) some examples
are travel, rates, land tax, interest expenses, building insurapaa;srand maintenance. Note repairs and
maintenance this has huge potential, just start thinking about it. It can even it@dndeng a light bulb.

If in doubt throw it all in a big box. The biggest tax minimisation scheme is just plgimdgeecords.

Renting out your home for the first time
Section 118-192f your home is first rented out after 20th August 1996 and hdgigdas a main residence
up to that date you are forced to set a new cost base of the market valuanad thfereinting.

Warning — Don’t rent out part of your home

With the housing shortage in Mining towns it is very tempting tooenhpart of or a room in your home.
The trouble is the rent you receive will be taxable and itiwéhn that part of your home is not protected by
your main resident exemption. The 6 year rule will not proteathere because you are still living there; it
only applies if you are absent. IT2167 discusses when you are consméedenting out part of your home.
If your tenants pay you more than just their share of expensesswéctricity, phone and food then you are
in a profit making arrangement and should declare the rent gewee If your tenants make a contribution
towards your mortgage this is not part of sharing the expehsesrosses the line to having to declare the
income.

Insurance

Adequate Insurance

With the increased earnings you will no doubt come with increasechicments. In other words you can
now afford a better car and house but will probably borrow to have itees® sooner. If you were to die you
would not like your family to have to compromise their lifestyleseédl the family home because they can no
longer afford the repayments. The obvious solution is to insure yeurBut have you considered that if your
spouse was to die you would no longer be able to work away from homenmrbs. 24/7 day care on a 4
days on 4 days off basis is impossible to find and not what you wamit tyour children through at that time.
Accordingly, you should insure your spouse’s life for just as msclioa have insured yourself because if
either of you were to die the high income of a Miner would no longer be available.

How to claim a tax deduction for life insurance

Normally life insurance premiums are not tax deductible but in¢osueance is. If your income insurance
does provide life insurance as well you are required to didgs=grémium and not claim the portion applicable
to life insurance. This requirement to dissect the premiurs doe apply if it is through a superannuation
policy. So if you ask your employer’s superannuation fund to provide ythulife insurance the increase in
your superannuation contributions to cover the premium is deductibautceynployer so they can take it out
of your before tax dollars as a simple salary sacrifice into superammuati

If your spouse is on a low income it may be better for him otohmiake an undeducted (non concessional)
contribution to superannuation and qualify for the government co contributigm tof $1,000 and use that to
pay for the life insurance.

Work related tax deductions

The ATO has issued bulletins covering work related expenses forsvli@enstruction workers, Security
workers and people in the fithess and sporting industries.

BAN TACS Accountants Pty Ltd Miners Booklet -13-
Created by Julia Hartman B.Bus CPA, CA, Registered Tax Agentgent



The bulletins address the question of whether improving your skillslistilde. There are a few traps to

watch out for.

1) Whether you have incurred the cost at a time too early to bstaotearning your income. In other
words you did the course to get the job rather than improve yous 8kithe job. Examples of this
would be induction certificates to start work in the mining indusirycosts of studying to obtain
gualifications to be a pilot while you are working as a sales Bem't be bluffed here, there is nothing
wrong with claiming expenses to improve your skills to obtain a promotion in yawntline of work.

2) Initial costs for qualifications are not deductible. Many prodesd associations have a cost to become
a member and then an annual fee. Only the annual fee is deduétiblexample given in the bulletin
for mining site employees is that you cannot claim a deductiomldtaining your first machinery
licence or ticket. For construction employees the example ikdnés’ require to work on building
sites, occupational health and safety certificates or otherategyulpermits. For security officers the
example is the pre-vocational course you have to do to get your basic sememite.|

Note if you are caught with one of these non deductible expensearyat least claim the first $42 of the

expenses as a deduction. That is $42 per expense. Furtheraifeyoot working in the occupation for which
you incurred an ongoing membership fee you can only claim the first $42 of the&xpens

Mining Industry Contractors

The ATO will be writing to mining companies and other business pghatide services to mining
companies, asking for the details of any contractors that eperatbusiness entity rather than as a sole trader
who the mining companies pay for personal services. In other words contractotmgera trust, partnership
or company will have their data collected. The ATO’s objecsvicollect a data base of contractors in the
mining industry that maybe using a business structure to setitrie, from their personal efforts, to members
of their family. They will also be looking at GST registrations and compliance.

If you are a contractor in the Mining industry you should be concerngauifturnover (total income
received before deduction) exceeds $75,000 and you are not registe@SiTf@r have not been declaring all
your mining income on your BAS.

If you are splitting your income with your family through atpership do not be too concerned. You should
be ok if you are paid to produce a result, supply your own tools and your partner dogsapaitidhe business
even if it is in a lesser capacity than you. To produce atngsulmust be responsible for the result your work
produces, for example have to rectify mistakes at your own costs.

You should also not be concerned if you have people working for you that @mnodue of the business’s
income than you do.

If none of the above apply to you and you contract in the mining industry other thaolagrader then you
need to study up on our Alienation of Personal Services Income p&BKlet available under freebees on our
web site. There is still nothing wrong with you conducting your business in anahgt than a sole trader, as
long as all the profits are taxable in your hands.

6 Point Property Spruiker Test

We are concerned about the large number of mass marketed devetopnuenther dubious investments
being promoted in an unregulated environment. Sometimes this isegidiifi claiming investors should not
use financial planners because all they can do is sell you sharstsremember that non financial planners are
under very little regulatory control. So one might say you could be lambs to the staught

In particular with negatively geared property investmenis iabout owning something for which the
demand has increased. For this to be the case there must be sgpraritpue and in short supply about the
property. This in itself is not possible in a mass marketetieesféne moral of the story is you need to either
pay someone to act on your behalf or do your own research if you want to find something unique.
Spruiker Test:

1) Be wary of one stop shops that provide all professional servidas. rémoves you from independent

advice and bank valuation information.

2) Consider why the property needs to be marketed outside its leeal &/hy aren’t the locals buying?

This is particularly relevant in mining towns where the locals certaindg ttee money to buy.

3) Don’'t make an investment decision because you want to reduce youriexnvestment has to be able

to stand on its own two feet. The tax advantage is just a bonus.
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4) Take inflation into account when viewing any projections you are given.tiomflameans the purchasing
power of your dollar is decreasing over time. For examgleeiinflation rate is 3% then a property can
go from $400,000 to $537,567 over 10 years and not make any real gain. The $137,56& bairnen
just the reduction in purchasing power of the dollar.

5) Consider, is there any property guru you have ever heard of thattheadenoney on mass marketed
property developments?

6) Use www.realestate.com au and Australian Property investorzmaga form your own opinion of the
value of properties, rent returns and growth potential of the area

Miners’ Salary Sacrificed Cars

While this article has come about after discussions with morerthe areas of salary sacrificing their
vehicles that they don’t understand, it may also be of intereshandst cases will apply to all employees who
salary sacrifice cars. Caution, when applying this articleeraployers may have different policies or
terminology, all we can cover here is how the law works and ggnbmav employers would apply it to your
package.

Your employer will reduce your salary package by the casbftqroviding you with a vehicle. Obviously
they do not know just how much this will be so they work on an estiaradeat some time during the
arrangement, maybe even on an annual basis, you will be asked to ttop kifty if your running expenses
exceed the estimate. This top up also comes out of before tax dollars.

As part of the process of providing you with the vehicle you will kedato estimate the kilometres you
expect to travel. This will help your employer estimate hagh o set the kitty and also how much FBT they
have to pay.

Fringe Benefits Tax (FBT) can be calculated on an acbsalncethod (covered in our FBT booklet) or on
the formula method. The latter giving the best result when thelgeki mainly used for private purposes.
Unless otherwise arranged your salary sacrifice packagdavi# the FBT calculated on the formula method.
The formula method assumes that the more kilometres you theviigher the ratio of business kilometres to
private kilometres so the less FBT that is payable. Thasggod reason for the salary sacrificed car to be the
main vehicle used and certainly the one driven by the family beertravelling the furthest. There is no
requirement that the salary sacrificed vehicle be driven bpdrgon who's wages pay for it. Of course more
kilometres will mean that you may be asked to kick more intitiye but this is only to cover the extra fuel
etc, it comes out of before tax dollars and is exclusive of &54d lot cheaper than putting fuel in another car
you own. The formula or statutory method applies the followinggmtages to the GST inclusive purchase
price of the car.

Kilometres Travelled % Kilometres Travelled %
Less than 15,000 26% 25,000 to 40,000 11%
15,000 to 24,999 20% Over 40,000 7%

But as part of a new incentive to discourage people from driving \hkicles to increase the kilometres to
reduce their FBT liability, the Government will slowly chanthese all to 20%. It only applies to new cars
purchased after the dates quoted below. Starting fr , 2011 the rate will change to 20% for new cars
that do less than 25,000km. The other rates will change as follows

Purchased Between 10 May % Purchased Between 1 April %
2011 and 31 March 2012 2012 and 31 March 2013
25,000 to 40,000 14% 25,000 to 40,000 17 %o
Over 40,000 10% Over 40,000 13 %

Purchased between 1 April

%
2013 and 31 March 2014

25,000 to 40,000 20%
Over 40,000 17%
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By the FBT year beginning™April 2014 all motor vehicles, regardless of the amount of kilozsetravelled,

will be taxed at the same 20% rate. The actual cost/log botitodchean still be used, which will calculate the
FBT payable in strict accordance with the ratio of business to private use\adhicle.

It is the original GST inclusive price of the vehicle is pliedd by the relevant percentage above to
determine the taxable value of the benefit you receive. Nodbte ifar has been owned by the employer or an
associate of the employer for more than 4 FBT years then owlthinds of the original cost is used to
calculate the taxable benefit.

The value of this benefit is grossed up and taxed as if you wehe imaximum tax bracket. In simple
terms this means that the value of the benefit is almost dbtitde multiplied by the maximum tax rate of
46.5% to calculate the amount of FBT your employer has to pay. efoployer will no doubt reduce your
salary package by the amount of FBT it has to pay.

The maximum tax rate cuts in when your income exceeds $180,000 soaifeynat in this bracket then
you should make an employee contribution from your after tax dadfathe amount calculated by multiplying
the percentage above by the value of the vehicle. This effectivefns that the taxable portion of the
arrangement is only taxed at your lower tax rate rather than the maximum 46.5%

At this point you may be feeling that there is a lot moreey@oing out than the car is worth. This only
appears to be the case because most people kid themselves juosti¢ctow costs to run their car and of course
this is a brand new car and the purchase costs are factorédemackage. If you don't think you can afford
the package then you certainly can’'t afford a new car any otlner Wwurther, if you don’t want a new car then
salary packaging is not for you anyway. But if you are gainguty a new car this is an excellent way to cover
the costs out of before tax dollars.

The idea is to keep the car in the salary sacrifice amargefor as long as possible to keep your running
costs coming out of before tax dollars and net of GST. Accosdiriglou have the opportunity to re lease the
residual payout, do so. However the package is presented to you,ododkef combination of lease
arrangements that will give you the longest term even if insiézking a slightly short first lease so the vehicle
is still young enough to re-lease when the first lease expires.

A trap to watch out for is exceeding the luxury car limit, which has been $57,180 fasttRe/ears. If your
vehicle is close to this get professional advice because thehe&/ST applies to this test is quite complicated.
If your vehicle exceeds the luxury car limit there aresalits of disincentives such as not all of the lease
payments being able to come out of before tax dollars and sothe GIST not being claimable. So it is well
worth staying under this limit.

Carbon Tax Rates and the Truth for High Income Earrers

All the press releases are comparing the new tax isgesiated with the carbon tax to the current year’s tax
rates. Short memories! Am | the only one old enough to remeimbést rate promises of the 2007 election
campaign where John Howard lost to Kevin Rudd? When these rategwweduced the plan was to give the
low income earners the tax cuts first then just about now theutaxor the high income earners were intended
to kick in. As you will see in the following tables when the 2007 psedhitax cuts are included high income
earners are considerably worse off, over $10,000 per year on $250,000

Do not read the following table as you would a normal tax braakét.t This is looking at your total
income and what tax rate applies to the last dollar you earnseTdre not stepped up rates but the actual rate
you pay on your last dollar if your net taxable income is the ammlatv. So for example if you total taxable
income is $67,500 this year then one dollar less will still bedtaxe34% but one dollar more will be taxed at
30%. That's right because before that your low income tax offastreducing at 4 cents for each extra dollar
but by the time your income hit $67,500 you completely lost the hoame tax offset ie you have nothing left
to lose so you are back to the 30% effective tax rate. If yotistay under the $67,500 then even though your
spouse has a lower income than you, if you have the flexibilitg, best to give them less income and you
more. The new tax rates place less emphasis on the loweneonoffset so in the future if you find yourself
in this unusual position the effect will only be minor.

Dark figures are the new tax rates proposed as part oathenctax measures. The lighter figures are the
tax rates we would have had if nothing had changed, the efféot ddw income tax offset is also taken into
account, which is why there are so many brackets and why ie sases the rate decreases as the incom
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increases.Note under the new tax rates the thresholds for 2013/14 will now be e &8 the new tax rates
for 2012/13.
2011/2012 2012/13 New 2012/2013 2013/14 New 2015/2016

Zero tax $ 16,000 $ 20,000 $ 20,542 $ 20,000 $20,979
15% tax $ 30,000 $ 30,000 $ 30,000

19% effective tax $ 37,000 $ 37,000 $37,000 $ 37,000 $37,000
34% effective tax $ 67,500 $ 82,500 $66,660 $ 82,500 $67,000
32.5% $80,000

33% $80,000
30% tax $ 80,000 $ 80,000 $180,000

35% $180,000

37% $180,000 180,000 $180,000
Maximum Tax Rate 45% 40% 45% 40% 45%

The way the table works is, for example if you earn $37,001 in 2012/ 3hidtelast dollar would have an
effective tax rate of 34% under the old rules and it is theesarder the new rates but leading up to that the old
tax rate would have been 15% it is now 19%. The effective reés tato account the shading out of the low
income tax offset. The plan originally was that in 2013/2014 you wouldeage the 19% tax bracket until
your income reached $82,501 but now that will happen at just $67,001 in 2015/2016candsef$67,000 in
2015/2016 will buy a lot less than it does today. It will certalmdya below average wage. The tax rate
increases as a result of the government’s carbon tax plamnsuale higher when you compare them with the
promised tax cuts that middle to high income earners have been waiting e eoee promised in 2007.

| tis important to know what bracket you are in. If you &secto the bottom of your tax bracket then an
additional expense, super contribution or negatively geared investmépushl you into a lower tax bracket
decreasing the amount the ATO will contribute. This maybe a geasbn for delaying expenditure, if
possible.

It is also important when deciding whose name to buy a propersytive digh income earner may already
be negatively geared into the same bracket as the low incomar.edn these circumstances consider putting
the property in the low income earners name as they wilbgetlg the same contribution from the ATO but
have a lot more room to absorb a capital gain.

The objective of income splitting is to aim to have both mendfercouple in the same tax bracket. Once
this happens there is no further tax benefit of shifting income fsaento the other. Though there is an
exemption to this rule when one spouse is pushed over the low incowiéstbupper threshold. As you can
see in the table below once the low income tax threshold ithiegffective tax rate is less than it was before
S0 an income splitting strategy should also consider keeping one 'sgoasene low enough to get as much of
the low income tax offset without dropping below another bracket and the spbese going well over the
threshold at which the low income tax offset is loss as loncgheyg don’t go into the next tax bracket.
Accordingly, it is important to know the upper income threshold for each bracket as shihrable above.

If you are a high income earner you might like to know that Kevin RaddJohn Howard both promised
that by 2012/2013 people on over $180,000 per year would only pay a maximumetaf #0%. The
argument was actually based on the fact that high income eam#dsafford to wait and low income earners
got the benefit of the early round of tax cuts.

The tax rates introduced by the carbon tax reforms have removethised 40% maximum tax bracket
for next financial year and replaced it with a 45% one! Dbelieve the reason tax cuts were necessary in the
higher tax brackets were because Australia was having troulpngees skilled workers. We need skilled
workers more than ever. The truth of the matter:

2011/2012 2012/13 New 2012/2013 2013/14 New 2015/2016
Actual Tax Payable by a
Taxpayer Earning $30,000 $2,100 $1,500 $1,797 $1,500 $1,714

Actual Tax Payable by a
Taxpayer Earning $37,000 $3,430 $2,830 $3,127 $2,830 8,044
Actual Tax Payable by a
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Taxpayer Earning $80,000 $17,550  $17,450 $17,547 $17,450 $17,534

Actual Tax Payable by a
Taxpayer Earning $180,000 $54,550  $52,550 $54,547 $47,550 $54,534

Actual Tax Payable by a
Taxpayer Earning $250,000 $86,050 $80,550 $86,047 $75,550 $86,034
Ignores Medicare Levy and Flood Levy

Now to look at the franking credit situation. Noel Whittaker wagised by Julia Gillard for claiming that
self funded retirees would no longer benefit from effectivelyeikgieg a tax free income from dividends.
Dividends from robust corporations normally come with a franking coédiftirty cents in the dollar. So if the
self funded retiree is in the 30% tax bracket any franked dividéweysréceive while in that tax bracket will
have no effect on their tax payable assuming they do not go beyond thy8@%acket. Next year they only
have to have over $37,000 in income and they are out of that tax brackes. pfomised tax rates were kept
then they would not leave the 30% tax bracket until their taxable income reached $82,500.

Ask BAN TACS

For $59.95 aAsk BAN TACSyou can have your questions regarding Capital Gains Tax, Rental Progedies
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 PBls

Fringe Benefits Tax Investors Miners

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

Secret Plans and Clever Tricks Subcontractors Teachers

Self Managed Superannuation Funds Wage Earners Year End Tax Strategies

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