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Introduction

The Australian financial year runs frofiduly to 3¢" June.

Non residence of Australia for Tax purposessigiect to a tax rate of at least 29% on theiniaegs in
Australia. Once their income exceeds $30,000 #reytaxed at 30% until their income reaches $1bthén
it is taxed at 40% until $150,000 when it is tax¢d5%. This means that once their income excg8d®00
non residents are subject to the same rates atemsibut no Medicare levy. There is considerable
advantage in being a resident for tax purposesusecthe first $6,000 you earn per year (pro rataniy a
resident for part of the year) is tax free andrtbet $24,000 is only taxed at 15%, plus Medicavg & 1.5%
if applicable.

International students doing a course thaeeas 6 months are considered residents for taxopespbut
due to the conditions of their visas it is veryfidiilt for visitors on a working holiday visa to gjlify as
residents.

For a quick test on whether you are a residertb:
http://calculators.ato.gov.au/scripts/axos/axoLEEINTEXT=&KBS=resident.xr4&go=0k

If you have worked in Australia your employeould have made superannuation contributions aur y
behalf. With the exception of New Zealanders airgeas residents on a working holiday or studesat are
entitled to claim this superannuation back whery tie¢urn to their home land. Note it will be taxatd30%.

Residency basics

Whether you are a resident for tax purposesbéhing to do with your country of residency stdoeing in
Australia for 6 months could make you a residentda& purposes.

TR 98/17 (available fromww.ato.gov.al discusses this matter in detail. If you resideehpermanently
it is not a problem but if you enter Australia tesrgrily the issue is complex. Relevant factoes ar

1) The length of time in Australia — 6 months is tley lhere. If you are here for less due to unforseen
circumstances but had originally intended to stayldnger you may still qualify. But 6 months istn
enough you must also meet point 2) below

2) The nature of your activities while here:

(a) Whether you were working or holidaying.
(b) Whether you settled into a routine resembling tifdtaving taken up residence. For example
setting up a home and involvement in regular saal sporting activities.

It is point 2) that makes it difficult for fitupickers to qualify as a resident for tax purmos&Jsually the
fruit picking is a minor part of a holiday and tkery nature of fruit picking makes it difficult tbave a
“settled routine” and home. Further the workindideny visa only allows you to work for the same doyer
for a maximum of 3 months, though you can appllyawee this extended once you arrive in Australia.

Example 9 from TR 98/17 states:

Janine Edgerton is a British national who leaged to spend twelve months ‘down under’. Afiaving
for years, she takes twelve months leave from harkvand departs for Australia on her twenty-fourth
birthday. Although she travels with considerald®isgs, her intention is to spend at least paitesftime
working. She has obtained a restricted working eisabling her to work for no more than three memttih
one employer.

Through a contact in Australia she is assofeslork in Perth for the first three months. Afthat period
she decides to travel to the east coast via Adelaghe spends a month in Adelaide where she viorke/o
weeks and continues her journey to Melbourne.

Once there, she meets some friends from backe. After working for a further three monthbes
decides to spend the balance of her time in Melmand uses her savings for living expenses. €p kests
down, she leases a house with two other friendsthéend of her twelve months in Australia, sharres to
the United Kingdom.
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Although Janine obtains work, by travellingrfr place to place she has not established a patfern
habitual behaviour, even though she is physicalsent in Australia for twelve months and she esds a
house. Janine’s main purpose for being here limwe a holiday and she is merely supplementingéangs
by working.

In example 10 a student stays for less time thamdaut he is considered a resident.
Example 10 from TR 98/17:

Dipak Neviott is a student from India who came Australia to study for a four year bachelogrée in
civil engineering. Dipak lives in rental accommbda near the university with fellow students andrks
part-time at the university social club as a barmAfter six months, he has to withdraw from higdsés and
return to India because his father is ill.

Dipak’s routine of study and continuing accood&tion on campus establishes a pattern of habitual
behaviour over the six months. His employment aadgigport to the conclusion he is residing here.

Both examples exceeded the 6 months sonibtiseally a matter of the time spent but the tifeswhile
they were here. If you do not have a home bagsewabere else other than Australia you could argueaye
a resident even if you are here for less than 6thsoout, again, if you were mainly holidaying tinisuld not
be the case.

Example 12 from TR 98/17

Abdul Farouk is a talented self-employed catapprogrammer who is able to obtain contract weitk
different multinational corporations around the ldor Abdul is single and has no particular social o
economic ties to any country. He is a successfsinessman with investments scattered around thie.wo

Abdul spends five months in Australia workiag a computer programmer with a large multinationa
manufacturing company. Before arriving in Austiahie spent four months in Singapore working with a
pharmaceutical company, and when he leaves Auwstralplans to spend five months working in Japan.

During his stay, Abdul rents an apartmenAdelaide where the majority of his business is cabeld,
although he does spend one month commuting bettheeBydney and Brisbane branches of the company.

Abdul is regarded as a resident for the domadf his stay in Australia. Abdul has no partasuties to any
other country and his stay in Australia is withive tordinary habits of his lifestyle as a worldwidavelling
computer programmer. In this instance, these facotweigh the short duration of his stay.

Your visa may be a deciding factor for exampitonly allowed you to work for a small percage of the
time you are in Australia. TR 98/17 states at gaph 36 that individuals who are enjoying an esésh
holiday in Australia are not treated as resident®?aragraph 48 states that a settled purpose, asich
employment or education may support an intentiomegdde in Australia. However, the intention must b
more than merely being a traveller or visitor whaynmsupplement their savings by obtaining casual
employment. Paragraph 49 also points out tharsop staying for a short period (such as 4 wejelks)Yor
the purpose of employment will still not qualify asesident.

Note our double tax agreements have specific ruleseXohange teachers and students.

Visas

Most overseas fruit pickers come into the ¢guon a 12 months working holiday visa (class 4that
only allows them to work for up to 3 months for ame employer. The very nature of this visa doakemt
difficult for fruit pickers to meet the residencyiteria of settled routine. Nevertheless, it isgble to still
live at the one house for more than six monthskana two different employers in the same area. Ifoen
this with joining a social club and you are on yaay to meeting the residency requirements. If gpend
the majority of your time travelling you will nouglify as discussed above. If you are thinkingisihg the
fruit picking circuit to see Australia you will nbe settled enough to meet the residency requirtsmen

The Australian government has made it edsiextend your visas to allow you to work for omepboyer
for up to 6 months and stay in Australia for anoth2 months; up to a total of 2 years. The ex#aribnths
extension needs to be applied for after you ainwkustralia.

For more information about work visas gavwew.dimia.gov.au
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Rates of tax

Non Residents

If you are a non resident for tax purposes gminot charged the Medicare levy. Australian Raxes
will change between the 2006 and 2007 financiat.yea

1-7-07 to 30-6-08 1-7-08 to 30-6-09
$0to  $30,000 29% $0to  $30,000 | 29%
$30,001to  $75,000 30% $30,001 t680,000 | 30%
$75,001 to $150,000 40% $80,001 to  $180,0000% 4
Over $150,000 45% Over $180,000 45%

In 2008 the tax rate is 29% on the first $80,@hen 30% on the next $45,000 and 40% on the next
$75,000. If your Australian taxable income is 08&50,000 it is then taxed at 45% on every doNearo

Residents

Most residents are subject to a 1.5% Meditewg plus an extra 1% surcharge if you have nogbev
health insurance are single with no dependant hildnd your income exceeds $50,000. If you daendy
the combined threshold is $100,000. New resid&ntse country who do not qualify for a Medicareccdo
not have to pay the levy. There are a few othenmgtions such as members of the defence forceinloame
earners etc. Excluding the Medicare levy the ertidates of tax are:

1-7-07 to 30-6-08 1-7-08 to 30-6-09
$0to  $6,000 0% $0 to  $6,000 | 0%
$6,001to  $30,000 15% $6,001to  $30,000| 15%
$30,001to  $75,000 30% $30,001 t680,000 | 30%
$75,001 to $150,000 40% $80,001 to $180,0000% 4
Over $150,000 45% Over $180,000 45%

Note some rebates may apply to reduce the tax amanlow income rebate of $750, zone rebates,
dependant rebates, medical expenses rebates etc.

Withholding Tax

If your employer is aware that you are a nesident he or she should be deducting tax from payrat
the rate of 29%. Australian resident fruit pickernd only have tax deducted from their pay at tia¢e of
13%. Tax deducted by employers is only a methambiéction, your true tax liability is calculatechen you
lodge your income tax return. If you have paidldsan 29% on any of your Australian income you &
required to pay the balance at this time.

Superannuation

While you are working in Australia your emydo should be making a contribution equal to 9%air
“ordinary times earnings” to an Australian superation fund on your behalf. Once you have left thal&a
you can apply to the superannuation fund to hageathount paid to you. It will be taxed at 30% sa ynay
consider leaving it with the fund until your retiréhough if it is only a small amount its earningay not
exceed the fees charged. Before leaving your anpeation in Australia you should check the taxslam
your country of origin. You may find that the eiaugs on the superannuation will be taxed as if gowally
earned the income yourself, even though the pracesdain within the superannuation fund in Ausdrali

To arrange to withdraw your superannuation tgowww.ato.gov.au/departaustraliance you have
permanently left Australia.

New Zealanders regardless of the visa theyecamio Australia on are not entitled to draw their
superannuation back out when they leave.
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Deductions

Given the right circumstances fruit pickere antitled to claim their meals, motor vehicle enges and
accommodation from the moment they leave homequidify they need to have a home base which cam be
room at their parents or children’s home. Theyp alsed to work at, at least two different place®tacthey
return home and they must not set up another hohnile tihey are travelling. Note this will work agat any
plans to qualify as a resident for tax purposegssyou have a family home in Australia. To sulisite
your claim you will need to keep a travel diary aadeipts.

Full details of the deductions available toitf pickers are documented in our Claim Your TApund
Australia Booklet which is under the free publicat section on our website.

To be considered an Australian resident Summary

To be considered an Australian resident fargarposes (except for unusual circumstances) youldv
need to have settled into a routine and home intrAlies for 6 months. The visas issued to overdrat
pickers only permit them to work for the same emptdor a maximum of 3 months (though an extensibn
another 3 months can be applied for) and genettadly use the fruit picking circuit as a method etiag the
country. This lifestyle would have to be modifiednsiderably to qualify as a resident of Austrédiatax
purposes. Unless they do not meet the resideriteyiarof any other country they will generally roptalify
as residents for tax purposes.

Non residents of Australia for tax purposd ve taxed at a minimum of 29 cents in the dolldfarmers
normally only withhold 13% tax from fruit picker'say. They should actually withhold 29% if the frui
picker is a non resident. When a non resident fricker lodges his or her Australian tax retura &ro will
request the rest of the tax. If the fruitpickeeje diaries and receipts they may be able to dlagin living
and travelling expenses as a tax deduction ag#mest fruit picking income. More details on thisea
available in our Claim Your Trip Around AustraliaoBklet.

Lodging your tax return

You can prepare the tax return yourself byngdb www.ato.gov.au If you would like professional help
from a firm specialising in this matter pleaseteahone of the offices on the front page of trosket. You
may even consider contacting BAN TACS before yotereAustralia and make arrangements to use their
mailing address for your PAYG summaries so thatrwyau have returned home they can still complege th
tax return for you and e-mail you details of arny daving or deposit refunds directly into your baadcount.

Please note that BAN TACS will require an ugnf payment of $160 before work will commence ba t
preparation of your income tax return. If you am claiming more than the basic tax deductions®h@0
should cover the full cost of the return. Consigleanging and paying for your tax return before 36" June
in the year you work in Australia as your fee fbe ttax agent will be deductible against your Ausina
earnings. If you wait until after the 8@une the fee will be deductible against the neer’'g Australian
earnings and as you will have none, will be of raddit to you at all.

Becoming a temporary resident of Australia

New rules apply to temporary residents of Aalit from £' July, 2006, so the tax return these residents
will be preparing very soon will be the first to affected by these changes.
To qualify as a temporary resident you musttnadl of the following three conditions:
1) Hold a temporary visa granted under the Migra#ct
2) Have not and never have been an Australian eesids defined in the Social Security Act which
defines a resident as residing in Australian anckiiker an Australian citizen, the holder of a
permanent visa or the holder of a protected speaigigory visa.
3) The taxpayer’s spouse is not an Australian Resids defined in point 2) above.
Based on the above | would doubt that a New Zealasident would qualify as a temporary resident.
Temporary residents are still residents #orgurposes so they are entitled to the low taasrapplicable
to residents but Australia will not be entitledté&x most of their foreign source income. TR 98distusses
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when you become a resident for tax purposes amd th@ questionnaire on the ATO web site thathep
you work out what applies to your particular cir@iances
http://calculators.ato.gov.au/scripts/axos/axoL@SpPNTEXT=&KBS=resident.xr4&go=0k

Australia will not tax temporary residents d@inidends, interest, rent, business income andltiegahat
have their source somewhere other than Austrdleamporary residents will be taxed on any capitah ¢faey
make either directly or indirectly on real estateAustralia because it is considered “Taxable Aalistn
Property”. Shares in public companies in Australisany overseas assets are not considered tosable
Australian Property” so temporary residents wilt be taxed on any gains made on these. More geiail
the definition of “Taxable Australian Property” aaeailable in Division 855 of the 1997 ITAA.

Unlike permanent residents moving to Austrakanporary residents will not be deemed by our Q&S
to have purchased their assets, excluding “TaxAbkralian Property” when they enter Australia. &ih
they leave the country they are deemed to haveosksh of these assets that are not “Taxable Auwstrali
Property” but any gain or loss is not taxable.islimportant to note that the old rules apply toperary
residents that arrived here befor8 April, 2006. The old rules did not tax a capitglin on assets not
connected with Australia of temporary residentshdy owned them before they came here or inhetiitech
while they were here, if they were here for lesmtb years. The result will probably be the saniete old
rules are not exactly the same so if applicable ghould consider them in regard to your particular
circumstances. If the asset is Taxable Austrafieoperty no CGT event is triggered by leaving aegng
Australia because tax will be payable on it whee gold regardless of where the owner lives.

If a temporary resident becomes a permaresident he or she is deemed to have acquired apjsabat
are not Taxable Australian Property at the assetiket value when he or she becomes a permandemes
unless the asset was originally acquired befoltSptember, 1985 ie pre CGT.

While you are a temporary resident of Auséralou will be taxed in Australia on all your emphognt
income even if it is earned overseas. This woualdude income earned as a contractor if it is foury
personal services even if the income is divertedutsh a family company or trust. Note that it idikely for
foreign employment income to be caught becauseg quiet likely that you won’t be a temporary reside
while you earn it or that the 91 day rule would repe it anyway. This section is probably only mded to
catch the income of temporary residence if, as @attieir Australian employment, they travel ovaséor a
short period of time, for example a meeting withnmbers of the overseas parent company.

The controlled foreign entity rules will nqi@y to temporary residents

Medicare and Overseas Backpackers

The test to qualify for Medicare benefits (sidised health care) is different to residencytéxr purposes.
People in Australia temporarily will generally ropialify for Medicare benefits. In some cases Aalgtrhas
reciprocal medical arrangements with other cousitri@heck with your embassy.

New Zealanders are entitled to full Medicaendfits. If you do not have a Medicare card yoll e
charged a fee but you can take your passport tediddre office and claim back the refundable partio

Paragraph 251U(1)(f) of the Medicare Levy A&86 ensures that people who do not qualify for the
benefits do not have to pay the Medicare Levy alvtrey are residents for tax purposes. If youaresident
for tax purposes you will be automatically chargeel Medicare levy when you lodge your tax returfess
you utilise the exemption at item M1.

Tax returns for non residents on working visas

The Australian financial year runs frofl duly to 38" June. Non residence of Australia for Tax purpose
are subject to a tax rate of at least 29% on thainings in Australia. In the 2005/2006 year ofiesgr
income exceeds $21,600 they are taxed at 30%thatilincome reaches $63,000 then it is taxed % 4atil
$95,000 when it is taxed at 47%. This means timae aheir income exceeds $21,600 non residents are
subject to the same rates as residents but no Bredlevy. There is considerable advantage ingoain
resident for tax purposes because the first $6y@00earn per year (pro rata if only a residentgfart of the
year) is tax free and the next $15,600 is onlydaatel 5%, plus Medicare levy of 1.5% if applicable.
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International students doing a course thaeeas 6 months are considered residents for taxopespbut
due to the conditions of their visas it is veryfidiilt for visitors on a working holiday visa to gjlify as
residents.

For a quick test on whether you are a residertb:
http://calculators.ato.gov.au/scripts/axos/axoL@spNTEXT=&KBS=resident.xr4&go=0k

If you have worked in Australia your employeould have made superannuation contributions aur y
behalf. With the exception of New Zealanders alrgeas residents on a working holiday or studesat are
entitled to claim this superannuation back whery tie¢urn to their home land. Note it will be taxatd30%.

To be considered an Australian resident fargarposes (except for unusual circumstances) youldv
need to have settled into a routine and home intrAlies for 6 months. The visas issued to overdaat
pickers only permit them to work for the same emgptdor a maximum of 3 months and generally they us
the fruit picking circuit as a method of seeing ttmuntry. This lifestyle would have to be modified
considerably to qualify as a resident of Austrétiatax purposes. Unless they do not meet theleesy
criteria of any other country they will generallgtrgualify as residents for tax purposes.

Non residents of Australia for tax purposds ve taxed at a minimum of 29 cents in the dolldfarmers
normally only withhold 13% tax from fruit picker'say. They should actually withhold 29% if the frui
picker is a non resident. When a non resident fricker lodges his or her Australian tax retura &rO will
request the rest of the tax. If the fruitpickeeje diaries and receipts they may be able to dlagin living
and travelling expenses as a tax deduction ag#mest fruit picking income. More details on thisea
available in our Claim Your Trip Around AustraliaoBklet.

You can prepare the tax return yourself byngdb www.ato.gov.au If you would like professional help
from a firm specialising in this matter please tegh us. You may even consider contacting BAN TACS
before you enter Australia and make arrangementiséaheir mailing address for your PAYG summasi@s
that when you have returned home they can stillpdeta the tax return for you and e-mail you detaflany
tax owing or deposit refunds directly into your katcount.

Please note that BAN TACS will require an ugnt payment of $160 before work will commence ba t
preparation of your income tax return. If you am claiming more than the basic tax deductions®#h@0
should cover the full cost of the return. Consialeanging and paying for your tax return before 36" June
in the year you work in Australia as your fee fbe ttax agent will be deductible against your Ausina
earnings. If you wait until after the 8@une the fee will be deductible against the neer’'g Australian
earnings and as you will have none, will be of raddit to you at all.

Saving Tax on Your Investment Property — The Book

“Every investment property tax-related questyu’'ve ever wondered about is answered
here and — perhaps more importantly — the onesdyd’t think to ask but should have! For
property investors who want to refine their stratefpr maximum gain, this resourceful
handbook will make a great constant companionEynas Brodie, Editor, Australian Property
Investor magazine.

It's finally finished! Combining Noel Whittaker’s easy reading style withia Hartman’s mind numbing
attention to detail was a major challenge whichway over schedule but it is finished, printed, anidibe in
the book stores soon. If you want a copy straagidy you can purchase it online by going to:
www.bantacs.com.au/property.phfhe cost is $29.95 plus $5.95 postage — tax disdeiof course!

Ask BAN TACS

For $39.95 you can have your questions regardimgt&daGains Tax, Rental Properties and Work Related
Expenses answered. If the answer may be questmngour Accountant we will include references to
support our conclusion. Just gotavw.bantacs.com.aand look for the AskBantacs link on the right foé t
home page.
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Back Issues & Booklets

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

Alienation of Personal Services Income Buying ariass Capital Gains Tax
Claim Your Trip Around Australia Claimable Loans afdhing a Motor Vehicle
Defence Forces [Military] Death and Taxes Divisi8h

How Not To Be A Developer Divorce FBT for PBIs

Fringe Benefits Tax Investors Miners

Goods and Services Tax Overseas Real Estate Agent
Key Performance Indicators Rental Properties SgllnBusiness
Overseas Backpacker Fruit Pickers Small Business ubc&tractors

Secret Plans and Clever Tricks Teachers Wage Earner

Self Managed Superannuation Funds Year End Taxe§ies

Disclaimer: Please note in many cases the legislation reféaedove has only just passed through parliamdme. ftill effect is
not clear yet but it is already necessary to make gware of the ramifications despite the limitednmentary available. On the
other side of the coin by the time you read thferimation it may be out of date. The informatiorpiesented in summary form and
intended only to draw your attention to issues gbould further discuss with your accountant. Pleksaot act on this information
without further consultation. We disclaim any resgibility for actions taken on the above withouttfier advice as to your
particular circumstances.
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