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WAGE EARNERS

Important — This booklet is simply a collection of Newsflaslarticles relevant to wage earners.
The articles are transferred from Newsflash into tlis booklet so it is best read from the back page

forwards to ensure you are reading the latest artie on the topic first.

Note that the information

contained in this booklet is not updated regularlyso it is important that you seek professional advie

before acting on it.
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Depreciation for wage earners

Ruling TD 93/145 states that an employee is edtitte claim depreciation on an item of plant used fo
income producing purposes even though his/her graplwas reimbursed him/her the purchase priceeof th
plant. Further if the purchase price is $300 es lthe depreciation rate is 100%. The reimburseimenut
taxable income in the hands of the employee asoseS61LAH applies to reduce the amount claimable by
the reimbursement but this does not apply to rethieeost base for depreciation purposes.

This ruling combined with the exempt fringenbéts legislation can be used to acquire a lapitopnly
3% of it original purchase price. For example:

A is a sole trader who employs B. Both A andrB e the maximum tax bracket. B buys a laptop
computer for $5,000, which will be solely used togquce income for A (if some private use then claim
needs to be pro rata). A fully reimburses B far &xpense and as laptops are an exempt fringeibanef
claims the full $5,000 as a tax deduction but ndl k8 payable. As a result of the tax deduction A
receives a tax refund of $5,000 x 48.5% = $2,4B5can still claim depreciation on the laptop atreng
rate of 27% for the next 3.71 years until the wHiBe000 is claimed, resulting in another $2,42%nfrthe
ATO.

Note you cannot be an “employer” to yourseif ib you have an interposed entity such as a comypa
trust you can become an employee of it and takargtdge of this ruling. Note the maximum tax rate f
companies is 30%. Therefore, the laptop can oalgdyuired for 21.5 of its original purchase price.

Rebates

The amount of rebate claimable for a dependantsgp@idetermined by his or her separate net income.
Taxpack discusses this in detail. Of particuléeriest is that a spouse’s separate net incomeecegdnced

by childcare fees and the costs associated withiggim work such as clothing, meals and travel egpgn
Travel expenses can be the costs of a motor vebhétlgeen home and work. This can be measuredeon th
cents per kilometre method i.e. up to 67 centdarietre. However, unlike tax deductible motor oédi
expenses, there is no 5,000km limit.

A rebate is available for medical expensessedimg $1,5--. This includes items purchased from a
chemist that are prescribed by a doctor. A wrigpeescription is not necessary. For example if aa@oc
recommends you take iron tablets and you buy them fa chemist they qualify for the rebate. Further
Chiropractic care can be included in the calcutapoovided a medical doctor suggests you see dme. T
can be done retrospectively.

Motor vehicles — Cents per kilometre

The cents per kilometre method of motor vehiclessaritiation is only limited to 5,000km per car per
owner. In other words, a taxpayer can claim forarihan one car if he or she is the owner of moaa t
one car and uses it for deductible purposes. Eyrthtwo taxpayers own the same car they cammclai
5,000km each providing they are not the same 5)®80K-or example:

A and B are brother and sister and both are reduio carry bulky tools to and from work each day
because there is no secure storage provided bgr e@iththeir respective employers. A and B buy twos
each car in both their names. Both of them tra@000km per year to and from work. If they swagsca



half way through the year they will each be ableleam 10,000km at the 5,000km rate. If the cangehan
engine capacity exceeding 2.6 litre that is a eduttion (based on 2001 rates) of $5,590 each.

On a related issue, Case S29 states that tooldwwgighore than 20kg are considered bulky. Therefore
transporting them to and from work, if there issexure storage at work, is deductible. Weight isthne
only determinate of bulky. Difficultly in carryingn public transport is also relevant. For examyie light
but large boxes of say teaching aids would stilcbaesidered bulky, as it is impossible to carrymhgoth
at once.

Medicare levy surcharge and child maintenance

Many taxpayers are being charged the Medieanesurcharge incorrectly. The surcharge appfigsul
do not have private hospital insurance with a lawmo excess and your income is more than $50,000 fo
singles or $100,000 for families. The thresholdudes taxable income and fringe benefits. The defim
of family is based on whether you have dependaetontribute to a spouse or child’s (under 16utr
time student under 25) maintenance. Spouses avmatitally considered dependants of each othethdn
case of separated couples the normal Medicaredelyentitles you to consider a child your dependian
you would be entitled to claim Part A benefit frddentrelink in other words you shared custody of the
child. But for surcharge purposes this area isswal and a child would be considered a dependantiév
he or she does not live with you but you contriltotéis or her maintenance. In particular a simggeson
without private hospital insurance who earns mbest$50,000 but less than $100,000 is not liabi¢hie
1% surcharge if they pay child maintenance. RefexdhAA1936 Section 251V.

Travel allowance

TR 2000/13, the ruling that deals with the currgedr’s reasonable travel allowances, actually stetat
you can claim a deduction, against a travel allmgatat you receive, in excess of that allowarfcthe
allowance is under the amount the Commissioneriderssreasonable. At paragraph 21 the ruling state
“A domestic or overseas travel allowance expentmds considered to be reasonable if the amoiint o
the claim covered by the allowance received by mpleyee, does not exceed the relevant reasonable
amount shown in the Ruling.” To further emphadisis point, at paragraph 105 the ruling gives an
example of an employee travelling overseas whaaid $100 per day for meals when TR2000/13 states
that $141.99 per day is reasonable. The emplayaes $120 per day in meal expenses. As the $&20 p
day is under the reasonable amount of $141.99rtioyee is entitled to claim this amount i.e. $20 p
day in excess of the allowance paid, without thedn® keep any written evidence, providing any othe
requirements such as a travel diary are met.

Note there may be other prerequisites to qualify fdraael allowance claim without substantiation.
The above is just highlighting a point in thosessuthat is not often realised.

Diaries and home office expenses

The ATO has released practice statement P$20@ich reinforces the importance of keeping @isri
to substantiate claims, whether you are a wageseamn business. Diaries should be kept for moath
every year. They are necessary when an item has both bgsares private use. The diary must record
both the business and private use. Examples aéresgs that this ruling could apply to are telepbpne
computers, photocopiers, etc. A record should bés&ept as to the number of hours an office igl dise
business.

The ruling points out that a deduction is akdle only where additional running costs are iredir For
example if the family room is also used as an eftlrere would be no deduction for the electriantyight
the room if the room was also being used, at theesame, by family members to watch TV.

Claims for non variable expenses such as reattgage interest and rates are only deductibieuf
business fits the definition of a place of busineBsie to a recent case one of the main decidic@ifa is
whether clients or customers regularly visit thempises. Note this is not decisive as you homestHre
a place of business without seeing clients or caste there but you would have to be strong on thero
points which are:
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Whether the area is clearly identifiable as a plEdausiness
Whether the area is not readily suitable or addg@tabuse for private or domestic purposes
Whether the area is used exclusively or almostuskeatly for business purposes
The essential nature of the area and the natutedbxpayer’'s business
A more detailed discussion on this matter can bedan TR 93/30.
Note you may not wish to have your home considerechagpbf business, as this will make it subject to
capital gains tax. So this is only beneficial duyare renting or purchased the house befofeSEptember,
1985. Claiming electricity, depreciation of equigmh and telephone will not trigger capital gains ta

Death benefits in your super — Tax consequences

Careful consideration should be given to whau ynominate as beneficiary of the life insurance
component of your superannuation policy. A depahdall receive the death benefit tax free if trenbfit
does not exceed the pension reasonable benefit dimihe deceased which is over a million dollars
(140ZF(5)). The definition of dependant definedgedttion 27AAA(3) as:

“Any person who is or was the spouse of the tagpagnd any child or the taxpayer

who has not attained the age of 18.” Refer 27A(1).
Note the definition is not limited to this (reféeF2168) and it is recognised that a dependant doebkave
be solely dependant on the deceased to qualifyr ekample a brother living with the deceased but
receiving a social security payment would stilldmnsidered a dependant if it was proved that tlogako
security payments were not enough to cover therdkgrg’'s share of living expenses. Further, a pgdras
been found to be a dependant of a deceased cbildnnthe basis of financial dependence but orfabe
the parent was reliant on the deceased for nucsing

If the payment is received by a non dependamtl be taxed at 15% (subject to some excepfionghe
beneficiary’s hands if the payment is from a supeuation fund. If the payment is from the deceased
employer it will be taxed at 30% if paid to a napendant.

If the death benefit is just paid to the estat the deceased you are at mercy to the Commessso
discretion. Section 27AAA(3) states that the aaly free component is:

“such amount (if any) as the Commissioner considgrgropriate having regard to the extent to

which dependants of the deceased taxpayer maynabobe expected to benefit from the estate.”
Otherwise the amount is taxed in the deceasedeeshitite a deceased estate can be taxed at thasddce
tax rates (i.e. the first $6,000 tax free then dbif$o until $20,000) for the first three financiaays after
death if the winding up of the estate is not unmeably delayed. So if your beneficiary does nbafiy of
the exempt definitions it is better to pay the antdo the estate then directly to them.

In same sex relationships it is important emsider if the definition of spouse extends this fé#f it
doesn’t, you should, if your spouse has income/dehe benefit to your estate with provisions imrywill
dealing specifically with death benefits of youmpstannuation fund. In many cases the definition of
dependant is left up to the trustees of the supei@ion fund. If you are truly concerned aboutvaling
for your family, look into your superannuation funiailes before you fill out the beneficiary form.

If you have only been in the work force a shione superannuation entittements may be minimal a
you may disregard this article. But note your Hdanefits can be significant even if you are nevhe
fund.

In short, your will should specifically dealittv your superannuation death benefit in the mast t
effective way subject to your circumstances (i@dgo dependants only). Any generalisations wiilly
result in the ATO being a beneficiary of your estalAnd if you thought you hated paying the ATO hhi
you were alive and able to provide for your family....

In conclusion we need to further look at your sapauation contract and your will to ensure the ATO
does not benefit. Now you have your family in orides ideal to name beneficiaries in your wikurther,
having recently done a course on deceased esthtgsy are making any changes to your will and
considering the possible conflict with John’s farilwould like to be given the right to ensure ydamily,
as you intended, benefits.



Bad habits

Did you know that, if, instead of consuming flollowing items over a 25 year period you invddiee
money on a monthly basis in a well diversified gioywortfolio you would achieve the following retsrn
plus tax credits depending on the performance@ptrtfolio:

Bad Habit Avg 9% Avg 12%
20 packets of cigarettes per month @ $8 $181,000 $304,000
A monthly subscription to cable TV @ $45 8100 85,000
Buying your lunch on weekdays say 22 days per m@hin

increased cost per day of $4 compared with bringifrpm home 99,000 167,000

It is the small but regular expenses that reallgt o the long run. Likewise a small but regular
investment that compounds will really add up ouaet If you expect your working life to be 40 ysand
you don’t buy your lunch too often and invest thenmy instead you could have between $417,000 and
$1,050,000 at the end of your working life. Sormt buying your lunch and investing the money you
could have over a million dollars when you retirgaur portfolio averages 12%pa.

Salary packaging — Explained

If your salary package reduces your grosstpdgss than $150,000 you can improve your takeeno
pay at the ATO’s expense by making employee camiobs. Fringe benefits tax is based on the
assumption that if you received the money for thediit in your pay packet all of it will be taxet the
maximum bracket. So if your salary package befloeesacrifice is over $150,000 but under $150,0@8:0
the sacrifice is deducted please contact our ofiivaé we will calculate the optimal employee conitiidn
you should make as the formula is too complicateekplain here.

If your package is under $150,000 before didgadhe salary sacrifice you should make employee
contributions to reduce the “taxable value” of thenefit to zero. An employee contribution is not
necessary with exempt fringe benefits that arergalacrificed such as superannuation, laptops, leobi
phones, minor benefits etc. because their taxadlleevis already zero. The “taxable value” is ndiyrthe
market value of the benefit you receive, so, ifrypackage is under $150,000, the only items waatarg
sacrificing are the exempt benefits or in most sasear (providing it is unlikely to have much mess use
and it will travel a reasonable amount of kilomsjre

Note you will not be able to claim a tax dettlut in your personal income tax return for thetoofs
using a salary sacrificed car for your work.

Salary sacrifice and employees of hospitals or pulol
benevolent institutions

Employees of Hospitals and Public Benevolerdtifutions can receive a limited amount of fringe
benefits without their employer being liable to gagge benefits tax. This effectively means tleméfit is
received tax free just like the good old days. r€his a limit of $7,984 taxable value for hospitaled
$14,090 taxable value for Public Benevolent instins. The taxable value is normally the actuait cf
the benefit supplied. A statutory formula can Iseduto calculate the taxable value of a car thendita
works as follows:

Statutory Fraction

Taxable Value of Vehicle Total kilometres pesd than 15,000 0.26
GST Inclusive Coat of Vehicle Total kilometres.pl5,000 to 24,999 0.20
Multiply by the Statutory Fraction Tidtdometres p.a. 25,000 to 20,000 0.11
Taxable Value Total kilometres p.a. over 80,0 0.07

Exempt fringe benefits such as superannuateptops, mobile phones and minor benefits are not
included in the limit and are not subject to FBT these are effectively tax free as well, though
superannuation is taxed in the hands of the supeaadion fund.



If your taxable income after salary sacrifiseunder $125,000 make sure you only salary seerifi
exempt benefits and otherwise only up to the linffityou do more than this it will be necessaryrtake an
employee contribution to cancel the taxable valtighe extra benefit down to zero. Otherwise yoe ar
effectively paying the maximum tax rate on the ascleenefit when if you had received the cash idsitea
would have been taxed at a lower rate.

Note you will not be able to claim a tax detlut in your personal income tax return for thetoofs
using a salary sacrificed car for your work.

Taxable Value of Vehicle

GST Inclusive cost of the wehicle Statutory Fraction

Multiply by statutory fraction Total kilometres pa less than 15,000 0.26
Total kilometres pa 15,000 to 24,999 0.20

Taxable Value Total kilometres pa 25,000 to 40,000 0.11
Total kilometres pa over 40,000 0.07

Calculate The Cost to the Employer of Providing the Car:
Lease Payments

Fuel
Registration Actual Running Cost*
Insurance Add: GST Payable on Employee
Repairs and Maintenance Contribution
Tyres Add FBT Payable
Less: GST on Running Costs
Total Costs GST Inclusive * Less: Employee Contribution
For GST on Abowe Divide by 11
Real Cost to Employer and normally
GST on Running Costs the amount of the salary sacrifice

How to claim a tax deduction for life insurance

Normally life insurance premiums are not taedudctible but income insurance is. If your income
insurance does provide life insurance as well yauraquired to dissect the premium and not claien th
portion applicable to life insurance. This reqment to dissect the premium does not apply if threugh
a superannuation policy. So if you qualify to slaa deduction for your superannuation contributioas
you are self employed you can ask your employerfesannuation fund to provide you with life insuwan
and the increase in premium is just as deductbkb@ superannuation contribution.

If you are an employee you could salary s@erifinto superannuation to cover yourself for life
insurance. .

There are superannuation funds that will peymi to make superannuation contributions smailigh
just to cover your life insurance. So you don’t mveeed to invest extra into superannuation to ifet |
cover.

Tony Townsend Registered Life Broker has eifleto review all our clients insurance needs free o
charge. He provides a detailed evaluation of @lirynsurance needs and can see you in your horoeror
office. .

Secret plans and clever tricks — Claiming meals

Claiming Meals as a Tax Deduction when not Travaely

How Employees can Claim:

RE Pollak Partners — Had the cost of lunch consuduwgthg computer training courses been incurred by
the computer trainers (rather than by their emplogech cost would have been allowable because the
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trainers were required to consume lunch with therg® participants and to perform their duties while
eating lunch.
How Employees can Maximise a Meal Allowance Claim:
TR 2000/13 — “Overtime meal allowance expense daup to an amount of $17.90 per meal are
considered to be reasonable for the 2000-2001 iacgear where the overtime meal allowance is paid
under an industrial instrument. If a deductionmlked is more than the reasonable amount, the wdiaie
must be substantiated with written evidence, n&it tlue excess over the reasonable amount.”

The ruling does not limit the claim to the amb of the allowance received but to what the
Commissioner considers reasonable i.e. $17.90. 99R7 is the ruling for the 1999/2000 year and the
reasonable amount is $16.20. The wording of TRAIPB%basically the same as TR2000/13

Motor vehicles

Wage earners can claim their motor vehicleeegps when they meet the substantiation requiresment

and they travel as follows:

1) Bulky Equipment — Home to work travel is claimable if there is sefe storage at work and as a
result you transport bulky equipment between hontevaork. Safe storage is defined as similar to
your own personal locker. Therefore a containeladsuilding site to which all and sundry has a
key is not safe storage. Case S29 prescribed thare 20kg was bulky. Taxpack gives the
example of a ladder and drum kit not because thegtwmore than 20kg but because they full fill
the difficulty to carry side of bulky.

2) Abnormal workplace, this is defined in Taxpack at D1 as:

From your normal workplace to an alternative woakel — for example, a client’s
premises — while still on duty and back to yourmak workplace or directly home.

From your home to an alternative workplace for wpudkposes and then to your normal
workplace or directly home.

This would include being sent to another branclstuop to relieve providing you were not
employed predominantly to relieve. This coversisans and visits to customers etc. It also
includes work related tasks performed on the wawdor to work but, note MT 2027, the task
cannot be insignificant such as dropping off thel miathe post office. Though if you drop off
the mail on the way home you can claim for theadlise off the track this takes you. Also refer
TD 96/42 and TD 96/43.

3) Between Jobs- note this includes travel from home when homthésbase of operations or work
begins there. In Payne’s case a pilot was suadeisstlaiming travel from home to the airport
because he ran a primary production business fromeh Note the ATO will probably appeal
against this case. Home can also be consideradeadd employment if employment related duties
have begun before leaving there, providing thospleyment related duties did not begin merely
for the convenience of the taxpayer. Taxpack mplewithe example of a computer programmer
contacted at home to fix a problem over the intervé&hen this wasn’t possible, she then proceeded
to work, hence the travel was deductible. Anothemaple is a doctor contacted at home regarding
a hospital emergency. He gave advice as to treatarel contacted other staff before leaving for
the hospital so the trip to the hospital was deblecbecause he had already begun work when he
left home.

4) ltinerant work refer TR95/34 which is available from the ATO wsste or our office.

For example more than one workplace each day on dags.

Note: The above can also apply to the self-employediplysin addition to other claims. If claiming
for a car on the kilometre basis the limit is 5,&@l6@metres per car, not per taxpayer.

Tax minimisation schemes alert

The Australian Securities and Investment Cossion has warned that advertisements by Richard
Sherland and SMC, claiming to give people accessh&r superannuation before retirement are
misleading. They state that Members of superammudtinds who wish to access their superannuation
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before retirement can do so only on grounds of reeWimancial hardship or compassionate grounds.
Further, the arrangement involves investing funffshore through SMC which is not an Australian
registered Superannuation Fund.

Sun protection now tax deductible

Hats, sunglasses and sunscreen will now bedéakctible if you use them for work. The Cancer
Council has backed a successful case in the Matlieobederal Court. This deduction can be claimed fo
2001/2002 and you can amend previous tax returrte fgur years back. The victory does not extend t
protective clothing such as long sleeve shirts. Ai® may issue a ruling discussing how much time a
taxpayer needs to spend outdoors in their job bdfwey qualify for a tax deduction.

Reader’s question — Investment property sold at aoks

A reader has sold an investment propertydss than the amount he borrowed. He wants to kihogv
can still continue to claim the interest on theabak of the loan. The ATO has lost a few casdhim
regard lately so there is a good chance that theerewill qualify for a tax deduction. The ATO teta the
contrary to this in TR 2000/17 but in light of BET v Jones, 2002 ATC 4135 and FC of T v BrowrQ49
ATC 4600 this will have to be withdrawn. TD 95/Rds already been amended as the ATO recognizes tha
an employee using a car for work purposes thas $etl less than the outstanding loan can contioue t
claim the interest.

Everything you can do to bring yourself initwel with the positive points of the cases mentioakdve
should be done. Some of the relevant facts thatnyay be in a position to do something about are:

1) All the proceeds of the sale should be used toyrapanuch of the loan as possible.

2) Endeavor to appear to be unable to repay the lman dther assets other than the family home. This
may mean as a couple if only one member owned ribygepty sold at a loss the other member should
hold any further investments.

3) Don't refinance the loan to extend its term or @age the interest rate. You must appear to beydoin
all that is possible to eliminate the loan. Sonagficing to reduce the interest rate is ok. Onother
hand if you have to change the loan from princgid interest to interest only because that is tig o
way you can afford the repayments you may be abjlestify changing the loan.

4) If the loan is already fixed at the time the inwesht is sold, then you have an argument that yatdco
not pay it out. This is a factor to consider if yane refinancing before the sale.

The above also applies if the investment viiases or if a business was sold for less than shating
on it. In the case of a business the ATO has isaustdtement that division 35 cannot work to quiaman
the interest in these circumstances as the taxpsiyer longer in business. Division 35 is discusisedur
Miscellaneous Small Business booklet. But all yeally need to know is that Division 35 will not ptgou
claiming the interest.

Reader’s question — Nursing care in your home

A reader has a friend who is paying Nurseprtwvide around the clock care to his bedridden wvife
their own home. He has been advised that thimisammedical expense for the purposes of the mledica
expenses rebate. | question this in view of tigeslation, in which the definitions found at 159pP¢4ates a
medical expense is payments to:

(a) a legally qualified medical practitioner, nuechemist, or a public or private hospital, ispect
of an illness or operation; and at

(h) a person for services rendered by him as anddint of a person who is blind or permanently
confined to a bed or an invalid chair.

Section 159P(5) widens the above to includengants to the employers of the people listed inb(z)
does not extend this to (h). So if the carer isanegistered nurse or medical practitioner, tngmpent will
not be a medical expense if paid to an agency rdtia@ the person actually giving the care. Faneple
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in Case S57, 85 ATC 412 payments to a city codocilts home help service were not rebatable bexéus
was not direct to the person providing the service.

For the 2002 financial year a rebate appleedrty medical expenses over $1,250, in 2003 thessliotd
will be $1,500. This threshold applies only onnehe year to all the medical expenses of all deilfy
members i.e. parents and children under 21 regardié the fact that these family members may have
plenty of income in their own right. In very lired circumstances the medical expenses of granatgare
and invalid relatives can be included in the thoégh

Secret plans and clever tricks — 18% return overnigt

guaranteed

The rebate for making super contributionsyfour spouse is $540 if you contribute $3,000, pting
your spouse’s assessabi®f taxable) income is under $10,000 (shading promisiapply after that). If
your spouse is retired from the workforce and &d&ryears of age, he or she will be entitled to dadiw
that money straight back out. Effectively nettyau an 18% return on an overnight investment. Niote
your spouse has never held paid employment thdyhawle to wait until they are 65 years of age. 1Bgo
super contributions can only be made until the spaeaches 65 years of age. The rebate is onilalalea
to offset tax so if your taxable income is too ltmapay tax this will not benefit you.

Working overseas

If you work overseas for less than two years gould still be considered a resident of Austrdir
taxation purposes. But section 23AG exempts froostAalian taxation employment income earned
overseas providing the following conditions are:me

1) The employment is for a continuous period of 91sdaMote continuity is not broken by absences

due to accidents or illness or recreation leaveichvis part of the terms of your employment
contract. Weekends, public holidays, compassiofedge etc do not break continuity nor do
business trips for the foreign employer. But caomtly is broken by long service leave or leave on
reduced or no pay. More detail can be found in @/RS which also addresses the absentee credit
system.

and

2) You are taxed on this income in the foreign countifote Australia has different double tax

agreements with each country so you will need makaxactly what applies to your country.

But note while section 23AG exempts the incaramed overseas it does not exempt from Australian
tax your other income such as interest, royaligdends, rent etc., if you are still consideredbe an
Australian Resident for tax purposes. That is ydand to return to Australia within less than 2asge
This 2 year rule is not hard and fast it boils dawra question of fact. You will be taxed on anterest,
royalty, dividend and rent income as if you wereesident but your net overseas income (calculated i
accordance with Australian Tax Law) will be takatoiaccount in determining your tax bracket.

Salary packaging a car — Sometimes it can go wrong

Note the following is not for employees of pibals or public benevolent institutions.

Recently we have come across some salary gackaf cars that has actually made the employee
worse off. About a year ago we published somelaston the calculations to work out the actualdsis
of a salary package and these are still availaiolbe FBT booklet. We understand that the calmnatare
quite complicated so the following is a listsimeof the pit falls. If you think these could apptyyou it
is worth reading the booklet or talking to us. @ltie following is not conclusive just some exarmpie
have come across. To really know if your packageght you must crunch the numbers.

1) The ATO determine the FBT payable by your empldyen formula that increases the amount of
FBT payable if the kilometres travelled by the ae& low, the higher the kilometres travelled the
more business purpose the ATO assumes the carThesformula takes the purchase price of the
car (assuming less than 4 years old) and multiglieg one of the following:
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Total kilometres p.a. less than 15,000 0.26

Total kilometres p.a. 15,000 to 24,999 0.20

Total kilometres p.a. 25,000 to 20,000 0.11

Total kilometres p.a. over 40,000 0.07
If your car is only doing 15,000 kilometres andcdst $38,000 the ATO considers you to be
receiving a benefit worth $9880 per year or $823mpenth. Now unless your lease payments, fuel,
repairs, registration and insurance are more thanyobur salary package is being reduced by FBT
your employer has to pay on a benefit you are eatly receiving. In other words the ATO's
formula calculates the benefit of the car to yobeéagreater than the cost of running the car. &o y
would be better paying the tax on your packagepodiding the car for yourself.
A log book can be used stop the negative effecth@fabove but it will only restore equilibrium.
A log book will not put you in a better positiorathif you provide the car for yourself.

2) If your gross wage after the salary sacrifice sslthan $60,000 you will need to make an employee
contribution to reduce your fringe benefit to zeraat least bring your salary up to $60,000. The
tax your employer pays on your non exempt salacyifszes is at 48.5%, the maximum personal
tax bracket and is not reduced just because your mavsonal tax rate is lower. Therefore it is
important that you make an employee contributiobrtog the taxable value of your benefit to zero
as you will pay less tax on the money than your leygs. There is still a benefit in salary
packaging a car even if you are under the maximaxrbtacket threshold. If you are doing a high
amount of private kilometres as discussed abovATi@ assumes in its formula that there is a high
business portion and reduces the FBT payable aiogbyd If your package is under $60,000 the
only fringe benefits that are worth sacrificing &empt benefits (laptops, superannuation, minor
etc) or a car doing high kilometres. In the lattase it is imperative that the numbers are cruwhche
to ensure there is a real benefit.

3) If you pay some of the car's expenses yourselAfI® does not reduce the amount of FBT your
employer pays under the formula in point 1) aboS8e.you must keep the receipts and give them to
your employer to include in the FBT calculationeamsployee contributions. If you don't do this
you are effectively being double taxed becausehaue already paid tax on the money you use to
buy the fuel etc but you employer is also deductiog your package the FBT he or she has to pay
on the ATO's estimate of what the fuel expenselvall If you are in the maximum tax bracket and
you pay $100 in fuel out of your own pocket you éndnad to earn $194.17. On top of that the
ATO in its formula discussed in 1) above have takea account that car will use that in fuel so
will charge your employer FBT which your employeitlwiake out of your pre tax salary package.
You are effectively paying tax twice on the samktaf fuel not to mention the fuel tax we all pay.

We also have a Microsoft Works spreadshedt hih allow you to do some analysis for a salary
packaged car. We do not recommend basing your die@sion on the results of the spreadsheet withou
consultation with us as the spreadsheet was ontyewrfor use by accountants who can identify ualisu
circumstances.

Home to work travel an exempt fringe benefit

Most fringe benefits are effectively taxed1t5% so there is no real advantage in receiviegitand a
big disadvantage if you are not in that tax bragkeirself. Some may gain an advantage from reducin
their taxable income as Fringe Benefits are nduged in your taxable income but the grossed upevaf
them is included on your group certificate and auryincome tax return. Whenever your taxable ineasn
relevant, the authority you are reporting to wilbpably request the Fringe Benefits Tax Amount ai.w
Therefore the only real advantage gained by arnangiFringe Benefit Package is from those bentfdas
are either exempt, concessionly taxed or not reptet

Exempt use includes "Non Cars'Providing the following vehicles are only used fayme to work
travel, business purposes and other minor, infregaed irregular travel. The benefit receivedxsrapt,
MT 2034.

a) Motor Cycles



b) Vehicles designed to carry a load of at least oneé

c) Taxis, panel vans, utilities and commercial veliadesigned to carry a load of less than 1 tonne but
not principally designed to carry passengerscaofaing to MT 2024 this includes Nissan Navara
Dual Cab Ute DX, Mazda Bravo 4WD Dual Cab Ute DXByota Hilux 4x2 Dual Cab Ute, Ford
Courier 4x2Crew Cab pick-up GL and Holden Ute Seile 179kw V8. Other vehicles that have
more load space than passenger space may wefl/qua

If you have a long way to travel to work and canmatke that trip otherwise deductible (i.e. carrykipu
tools due to no safe storage at work) it may bethwpurchasing a vehicle that fits into one of thesses
above, if you have another car to use for privakbis will effectively allow you a tax deductionrfgour
entire home to work travel. Or in dollar termsvgalour costs for running the vehicle if you aretha
maximum tax rate.

Cashing in leave

Annual Leave — Some Federal Awards allow employeeseceive the cash value of their annual leave
rather than taking the time off. In Western Ausareamployees can cash in up to 50% of the anrazald
they have accrued. Employers in NSW are spedyigabhibited from paying their employees for their
annual leave rather than them taking it.

Long Service Leave — Some Federal Awards allow eygas to receive the cash value of their long
service leave rather than taking the time off. Qoeensland, South Australia, Tasmania and Western
Australia can cash in all or part of their longvseg leave entitlement.

Teachers - Work related travel

It is not normally worthwhile for a Teacherkeep a full log book and receipts unless theyitarerant.
Usually a teacher will do less than 5,000 deduetikilometres per year. To claim these the kilometr
method can be used which does not require recaidogbook but simply a detailed reasonable egém
If the Teacher travels to similar areas each terrmanth a record of the purpose of each journeythad
kilometres travelled in the period multiplied toveo the whole year is a sufficient record. Als@iea
record of one off trips. For the 2003 year youl e entitled to 50 cents per kilometre if your bas a
cubic capacity of 1.6 litres or less. Over 1.6ebtup to 2.6 litres 60 cents. Over 2.6 litre§liscents per
kilometre.

If you go do over 5,000 kilometres a log banéy be beneficial but usually a better claim isilatée
by rotating cars if you have more than one carr éxample you are a member of a couple and use your
spouses car sometimes. You can claim up to 5,08@ean car under the kilometre method. You must be
the owner of the car to claim it under the kiloreatrethod. If the car is only in your spouses ngmecan
make a declaration of joint ownership. If the ain your parent's name but you pay all the assedi
costs because it is really your car you are consitithe owner of the car.

You cannot claim a deduction for travel betw&eme and your normal school unless you carryybulk
equipment. A trip from work to home carrying bulpgipers to mark would not be deductible if you take
them home as a matter of convenience. That iscgald mark them at school but you would prefer to
work at home.

TR 95/34 covers a lot of the circumstancesrevf@gecar can be claimed as a work related expe@se.
particular interest to teachers would be paragr@&3n® 35. This ruling is available on the ATO wsate.
Tax deductible work related travel falls into tleldwing categories:

Itinerant - In FC of T v Wiener 78 ATC 4006; (1978) 8 ATR 33bteacher was required to teach at a
minimum of four different schools each day, and pbnwith a strict timetable that kept her on thewao
throughout each of these days. The court foundstia was itinerant and therefore able to claimtizel
costs from the moment she left home until she neihome. A minimum of two workplaces in one day
will class you as itinerant unless one was youmadworkplace. If you first go to your normal wetkce
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 theturn you
can claim for that trip but not the trip to andrfroeour home and your normal workplace. Examplethisf
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sort of travel would be meetings at other schankpecting sporting fields etc. If you go homehea than
back to your school, after these meetings etc youatso claim the trip home.

Abnormal Workplace — Taxpack at item D1 and MT 2027 paragraphs 32 tdi8&uss claiming travel to
an abnormal workplace. It is important to notet ty@u must first have a normal workplace to have an
abnormal one. You can claim for travel from homan abnormal workplace and back home or to another
workplace or vice versa. In FC of T v Genys (1987)FCR 495; 87 ATC 4875; (1987) 19 ATR 356 the
Federal court made it clear that if you are a feéiacher without a normal workplace you cannot entks
claim if you only visit one school for the day. orFa teacher with a permanent position the abnormal
workplace claim would cover travelling to other sols for meetings, inspecting sports grounds,
excursions, etc. even if they spent the whole Hayet In other words the travel was merely homedk
travel but because they have a normal workplacethisdtravel is to an abnormal workplace they are
entitled to claim home to work travel. If you régly teach at one school on Monday and Tuesdagls an
another the rest of the week both these school$dvmriconsidered your normal workplace so no ababrm
workplace claim is available for either place.

Bulky Equipment — In case S29 it was accepted by the court that eggnp weighting more than 20kg
was considered bulky. If there is no safe stogeork you may be able to claim a deduction fairng
your equipment to and from school. Relief teacimeay be able to have a field day with this onefeSa
storage means somewhere you can lock up your balgsmthat other people do not have a key to.s tiat
sufficient that you take the equipment home forryown convenience it must be out of necessity. kiul
equipment does not have to be heavy it can jugnpessible to transport on public transport, foample

a ladder or drum Kkit.

If you have salary packaged the car you usa@éductible purposes you cannot claim a dedudton
these trips in your income tax return because yeunat the owner of the vehicle. This article vii#
continued in the next edition of Newsflash.

Transporting Students —Whenever you are transporting students in relatoyour work the trip is tax
deductible including the leg between their home wmdrs. This is the case even if you are trangpprt
them to your normal place of work. TR 95/14 gieesexample of a coach picking up players on his way
to his normal school for a Saturday football matdhe is entitled to claim the whole trip from whba
leaves home to pick up the students

Work Related Tasks on the Way to or From Work -MT 2027 states that the task cannot be insignifican
such as dropping off the mail at the post offiddough if you drop off the mail on the way home yaun
claim for the distance off the track this takes.y@\so refer TD 96/42 and TD 96/43 available oa &Tr'O
web site. If you perform a significant work reldtiask on the way home you can claim the whole tFpr
example checking the condition and availabilityacfports ground on the way to work will make theolgh
trip deductible.

Home a Based of Operations 4n case W4 a semi retired University Lecturer whkewaed a claim for
home to work travel because he did not have arceoffit the University where he could prepare his
Lectures so his home was the base where most ofidris was performed. This case is very narrowly
interpreted by the ATO.

Casual Teachers in FC of T v Genys (1987) 17 FCR 495; 87 ATC 48(@%®87) 19 ATR 356 an agency
nurse was not permitted to claim the cost of aitepd different hospital each day because it waseiye
home to work travel. She only went to one hosgtth day and as she had no normal workplace she
could not claim travel to an abnormal workplaceas@al teachers can claim their travel to and frarkvf
they attend more than one school during a day witheturning home. The most likely justification a
casual teacher will have for claiming home to wadvel is the transportation of bulky equipmentr Fo
example, if they are only in the school for a dagytwill need to take teaching supplies with thelinis
then a matter of getting these supplies up to thte ©f "bulky". An example would be a guitar, rgto
books and sports equipment.

If you have salary packaged the car you usa@dductible purposes you cannot claim a dedudbon
these trips in your income tax return because yewnat the owner of the vehicle.
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Drawing on your super before 65 due to invalidity

If you retire early for health reasons you antitled to receive part of your superannuatioyopi& tax
free. The tax free portion is calculated by wogkaut the percentage of your working life that baen cut
short and applying this percentage to your supermion payout. Your superannuation fund trustee
should work this out and give you an a Eligible meration Payment Statement (ETP) with an invalidity
component. It has been our experience that sonper&ownuation Funds do not bother making this
apportionment. The best option is to try to get Buperannuation Fund to prepare the ETP corredttly.
they will not, you can ask the ATO to change itheTATO simply require a certificate from two dosor
stating that you are permanently unable to workaki¥g this effort can save you thousands of dolilars
tax so if you are under 65 years of age, unableai due to ill health and have received a Supearation
payout you should check that your ETP statementstam Invalidity Component.

It is also important that you do not use tlaedship provisions to draw out your superannuatidhe
payout must be as a result of termination of emmplenyt to qualify for this concession.

Relocation costs

The cost of relocating your home when you @mamsferred is not considered by the ATO as tax
deductible even though a taxpayer in case T92 wasessful in claiming her relocation expenses.
Nevertheless, a simpler method is to salary saeritie relocation costs as they are exempt frimgefits
to your employer. This will mean that you will paying for the relocation out of before tax dollashich
is exactly the same as receiving a tax deductionhfat amount. Relocation costs covered undeFBie
exemption include:

Travel, Meals and Accommodation en route includargily members
Temporary Accommodation in the old or new location
Home sale and purchase costs. For example Stanyp IDagal Fees and Commissions.

Make sure your employer pays the actual cdstsexemption is available if you are only given a

relocation allowance rather than reimbursementieractual expenses.

Self education — Explained

To be deductible against your income the courseareudoing must be related to your work obligations
either because it is improving the skills you neegour current job or keeping you up to date. u¥m@an
also claim for expenses that will qualify you fatvancement with your current employer but you céanno
claim expenses relating to study that will leadatgob with a different employer. If you quit wot&
undertake the study or work is simply as a reswbar study (i.e. prac) no deduction will be aaile.
If you attend a place of education as oppdsed professional membership body that also pravide
some courses on the side, you can not claim the##50 of Text books, stationery, Car expenses uiie
log book or 1/3 method, Student Union and CoursesKeot including HECS). But there are many ways
that you can use up this $250 without having taicedyour claim. For example;
1) Expenses that you do not have receipts for or eleded to the study but not deductible such as
childcare cost, still reduce the first $250.
2) The cost of capital items purchased that year edhe first $250 as well as qualifying for a
depreciation deduction.
3) Car expenses calculated under the kilometer or d¥hod reduce the first $250 as well as being
fully claimable without reduction.
4) Refer below for deductible travel in relation tdf ®elucation. The journeys not covered by this can
be utilized to reduce the first $250. For exant@eel from the place of education to work.

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

Uniforms

To be able to claim a deduction for the pusehand/or laundry of clothing it must fit into ookthe
following categories:

Compulsory Uniform — A uniform is compulsory if there is a strictly ended policy compelling you to
wear it. To the extent that if you did not turn t@pwork in it you would be reprimanded or sent leonit
needs to be unique and distinctive to your orgditiza For example have the employers name on it.
Once you have met the requirements of a compuldigtinctive uniform other items of clothing canals

be claimed if the compulsory uniform policy speesfitheir colour, style and type. This extendsdms of
clothing that do not have the employers name omtkach as pants, shoes, socks and stockings. An
example would be the requirement to wear blacksedoin leather shoes. But you must meet the first
requirement that you have a distinctive, unique @rdpulsory uniform.

Non Compulsory Uniform — If the uniform is not compulsory you will onlyekable to claim for items of
clothing that are part of a registered design. orimfation on registered designs is available on the
Ausidustry web sitevww.ausindustry.gov.au

Protective — This can be used to protect either yourselherdiothes you are wearing underneath. It also
covers steel cap boots. Claims under in this cayedo not have to be part of a uniform.

Occupationally Specific —A dentist's shirt is not considered occupationafpecific because Pharmacist
also wears the same shirt. If you wear somethirdguthe Dentist/Pharmacist's shirt you could claas
protective. Chef's chequered pants are considecsdipationally specific. According to the ATO
occupation rulings a traditional nurses uniform angraduation gown for a teacher are occupationally
specific.

Note simply having a logo on an item of clothing does make it claimable. The clothing must be part
of a compulsory uniform policy or the logo mustéeegistered design to qualify for a claim.

Wage earners claiming travel to work

For full details refer to our claiming a motahicle booklet. Employees can claim travel fioome to
their normal place of work if they have begun thveark at home so their home is either another wiadg
or a base of operations. The following is an eXampsuccessful cases on this principle:
Case W4- a semi retired University Lecturer was allowedam for home to work travel because he did
not have an office at the University where he caqarigpare his Lectures so his home was the baseswher
most of his work was performed. This case is venyowly interpreted by the ATO.
In Collings Case 1976 — A computer programer waslired to be on call at all times and her employer
installed a computer terminal in her home so thateuld access the main computer through thehefep
line. On the occasions that she couldn’t fix th@inmcomputer from home she would have to travel int
work. The court found that the trips into work weax deductible because she had already startdd wo
before she left home, in that she had tried talfexcomputer through the telephone line. This gkdrthe
nature of the journey. Instead of being travelvmark it became travel on work because her duties ha
already commenced.
Owen V Pook 1970 -A medical practitioner required to be on call ire tbase of an emergency at the
Hospital where he is employed. When contacted hentélephone he would give instructions on the
patient’s care before travelling to the hospitalccordingly, the court found that his responsigilior the
patient began before leaving home so the travelwbale working not to get to work.

IT112, which is available on the ATO web gitevw.ato.gov.aldiscusses this matter in great detail.
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Sports People

The Australian Olympic Committee funded thepiyer in Stone v Commissioner of Taxation 2003,
because it was concerned about the non-taxablessihits medal incentive scheme. This case goese
good guidelines into the tax treatment of paymestsived by Athletes and other Sports People. AT@
has appealed but in the mean time TR 1999/17 shmuldnger be considered an authority on the stibjec

The ATO accepted that a payment from Littlalétics as “role model of the year” was not taxalblee
court found that Sponsorships and appearance meagyormal taxable income because they were clearly
for services performed.

The court did not consider services to beqgraréd when the athlete is competing unless thegived
appearance money. The prize money could not beidemned a fee for entertainment. Prize money,
goods, services, grants, non sponsorship bonusemeentives such as the Australian Olympic Congmitt
Medal Incentive Scheme could only be considere@dtixincome if the athlete was considered to be
carrying on a business. Due to the following fext®8tone was not considered to be carrying on méss
1) She had a full time job in the police force andyanhined and competed in her spare time.

2) She chose the events she competed in on the Hasxperience gained rather than the amount of the
prize money or her chances of success.

3) Seeking sponsorship did not change the athletassdtaa business

4) Neither the amount of success or money received dmdbearing on whether the athlete was in
business.

5) Even the ATO conceded that the profit motive wassh®y predominant purpose but argued that it was
sufficient that she desired to obtain income. Thartcfelt this was not enough and looked to other
factors such as businesslike methods, repetitidragourpose of profit making.

This case may also reduce the number of sportsi@enipo have to pay GST on their winnings

according to GSTR 2002/3.

Claiming your trip around Australia as a tax deducton

We have just released a new booklet partiufar Fruit Pickers and Shearers called Claiminguly
Trip Around Australia As A Tax Deduction. The cepts can apply to other itinerant travellers, so
whatever your means of making your way around Alistit is worth a read and its free. Just e-maaifor
a copy oradmin@bantacs.com.aw visit our web site avww.bantacs.com.au

Medical expenses rebate tips

Taxpayers are entitled to a rebate for Medibgbenses if the family’s expenses for the yeareesc
$1,500. Section 159P(1) excludes from the definitof medical expenses amounts that have been
reimbursed by “a government or public authorityaaociety, association or fund”. Accordingly, Meali
Expenses reimbursed through a compensation clanstdl available to be counted towards the rebate.
Reference 1D2003/95.

Medical Expenses as discussed above ca&umdanthe cost of an Electric Scooter if the taxpdyas
mobility problems and the scooter is prescribealopctor. The claim can also include cost of cdsgy
third party insurance and maintaining the scoot€he costs of insuring the scooter against damade a
theft cannot be included as a Medical Expense.rBefe 1D2003/978 & 979.

Spouse rebate

A spouse’s separate net income is differerttxable income. Separate net income (SNI), nailtiex
income determines whether a spouse is dependadefindant spouse rebate purposes. If your spouse
does not qualify for FTB Part B from Centrelink Ihats a low income or travels a long way to workas
high child care costs, you should consider claintiregn as a dependant spouse in your tax return.

Separate net income is more aligned to theisgs income after deducting the costs associatéd w
going to work. Accordingly, deductions that aret mormally allowable against taxable income are
allowable against separate net income. Examplethexfe include, child care expenses, clothing used
exclusively for work, lunch while at work. But timeost lucrative claim is for the cost of traveltiod from
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work and child care if applicable. This can berokd using the ATO kilometre rate of around 60 semnt
kilometre but there is no 5,000km limit. On thenthoside you cannot reduce your income by costsdteat
not associated with earning it. For example taeenadees or superannuation contributions that gpouse
may have claimed as a tax deduction cannot be tasestluce his or her income for SNI purposes sp the
have to be added back.

As a dependant spouse rebate can increasergfound by around $1,400 it is worth keeping tratk
these expenses. The substantiation rules do mpdy ap receipts or log books are not necessarygust
record or calculation.

Operating cost method can save a fortune in FBT

When calculating the FBT payable on a car the eyaplbas a choice of two methods:

1) The operating cost method which is the actual captsortion between business and private use
according to a log book.
Or

2) The formula method which is a percentage of thgimai price of the vehicle (unless more than 4
years old). The percentage applied depends onuhwer of kilometres travelled by the vehicle.
The formula assumes that the more kilometres tievdby the vehicle the higher the ratio of
business use to private use.

As you can see from the above if a car does netltnaany kilometres yet the travel is mainly for
business a better FBT result will come from a logkh This is also the case if the vehicle hasrg lagh
percentage of business kilometres. On the othed kize formula method can allow some of the cost of
car used solely for business to be exempt from FBT.

In short if the vehicle that is subject to FBT dtess than average kilometres or has a very higtep&age
of business use it is worth doing the calculatmseée if the operating cost method gives a bettarlt.

Don't forget that if the employee is not iretmaximum tax bracket and employee contributiorukho
be made to reduce the FBT to zeMote GST is payable on the employee contribution.

Year end tax planning for individuals

Take the speedo reading, as al'3@ine, 2004, for each car you want to claim usheylog book
method. If you have not kept a log book and wardiaim more than 5,000kms per car make sure yat st
a log book before 3bJune, 2004.

Consider spouse superannuation contributibgsur spouse’s assessable income is under $10,800.
you make a contribution of $3,000 for him or heyuwill qualify for a rebate of $540. The rebahades
out between $10,800 and $13,800 Note the asseseabliae is the gross income before tax deductions b
does not include exempt payments such as Centiefakily payment.

If you have made a capital gain it is worth gidering selling other assets (such as sharesydiigiknow
will create a capital loss on disposal and arekehjito improve so that the loss can offset thega loss
in the future without a gain to offset it againstynake a long time to recoup. If you are curgehtlding
onto shares that, if sold, would realize a capdss$, but you want to hold onto them as you fee{ thave
potential, simply sell them and buy them straigutko

Consider purchasing stationery and other ddaleatonsumables that will be used up within thgtrg
months (IT333). But note as this only moves a dado from next year into this year you should odéy
this if you are going to be in the same or lowerlieacket next year as you are in this year.

The most important tax strategy is to keepeims. Without receipts your claim for work relhte
expenses is limited to $300 in most cases. Car®ae of the exceptions, you can claim up to 5,080k
for work related travel in your car. But note $1800km is per car so if you have two and rotater yars
correctly you can claim up to 10,000kms on a dethieasonable estimate without receipts or a ladk.bo
Assuming you have kept or can get copies of yoeetatity and phone bills, you should consider kegp
a diary, for a month of the business of theseti#li To claim electricity you need to record #werage
number of hours you are using electricity at hooretlie business. For example, working in the stualy
not in the family room that is also used for prevgdurposes. To claim STD phone calls and calls to
mobiles, made on your home phone, you just neelisgect the bill based on the numbers listed. o&all
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calls are not listed individually you will need ikeep a record for one month to determine the dHtiocal
business to local private calls and apply thisqtbtal charge for local calls.

These items need to be attended to beforertieof this financial year. In July I will writeane about
what you should be claiming in your tax return.

Claiming protective items

TR 2003/16 is based on Morris’ case which gaveunscreen deductions last year and has opgned u
the possibilities for claiming protective items.

Basically you can claim for a protective itdmby its nature, it would be reasonable to cadel that it
will protect you from the risk of injury or illnesa your workplace and that risk is not remote egligible.
This is unlikely to apply to items of clothing thate conventional in nature and you need to hanskg
workplace so office workers haven’t got a chance.

The item can be conventional in nature prangdt is used principally for your protection. Arample
of this would be moisturiser with sunscreen inctlild&@his also opens up the opportunities to clgyecsl
non slip shoes if they are required for your workConventional clothing such as rain coats, woollen
underwear and jumpers are protective if your jopomes you to water or extreme temperatures whether
mechanical or climatic.

Long sleeve shirts and jeans are not consideretective but this would change if they hadeete
stripes, a UV rating or the material was heavy @utg your job necessitated that protection .

The risk of injury must be as a result of yawark not a personal factor such as poor eyesigiwever
prescription sunglasses are claimable if you needegtion from the sun. A claim for prescription
sunglasses offers a field day especially if youehprivate health insurance. For example a trusledcan
claim the full cost of prescription sunglassespasthe receipt made out to him, even if his hefaitid has
reimbursed part of the costs. He can then alsondlae non reimbursed portion as part of his mddica
expenses rebate. Effectively claiming the expdwas.

If the protective item is also used for prev@iurposes, such as sunglasses, a diary shoulepbdok 1
month so that the cost can be apportioned betwesindss and private use on a time basis.

This ruling does not change the law, justifiks it. Accordingly, you can amend previous takurns
up to 4 years back to make any claims you haveiquely missed.

Austudy

Students on Austudy sometimes get quite aksivben they lodge their tax returns.

If a student has only Austudy income all yeiais not a problem; they don’'t even need to lodgex
return if they have not had tax deducted from tpayment. If they did ask Centrelink to deduct tiaey
will need to lodge a tax return to get that taxikbac

The problem arises if the student takes ohtpae work. Unless they are a foreign residantinor
with passive income or a student who has just gwerfull time education for the first time, theyear
entitled to receive their first $120 per week indme, tax free. If their Austudy is more than il it is
the only income they have, they are allowed thelevhmount tax free.

In most employment relationships the emplayidirnot deduct tax from the first $120 earned peek.
This is called the tax free threshold. If a studerreceiving Austudy and working part time thestudy
payment will have already used up their tax freedhold unless they are having tax deducted from it
They will be stuck with a tax bill unless their eloyer taxes them as if it is their second job. other
words, does not allow them the tax free threshdite student can formally organise this by comptga
Tax File Number Declaration form (NAT 3092-10.20f2the ATO web site). Item 9, on this form, must
have the NO box ticked then they can be reasonadiyident of having nothing to fear from their tax
return.

If and when you start to receive your Austpdyment you are not sure whether you will be wagkih
is a shame to have the tax taken out as this lpaksnto having to prepare a tax return. It aleprives
you of money when you need it most. A better sgtis to wait until you get part time work and gjiv
your employer the form excluding the tax free thadd from your tax calculation. This should eresar



positive tax return but make sure you also adviseti@link, regularly, how much you have been eayinin
wages before tax. Otherwise you could be ask@aydack some of your Austudy allowance.

Basic Austudy for a single person with no dteh is $318.50 per fortnight and the student can e
another $236 per fortnight without the payment gemduced. To qualify the student must be 25 yefrs
age or over and undertaking an approved full timarge. Students under 25 can apply for Youth
Allowance but this will be subject to a parentalame test unless they qualify as independent.

Tax tips for wage earners

Without receipts your claim for work relatexpenses is limited to $300 in most cases. Thevotig
are some of the more interesting issues you shioelldonsidering when preparing your 2004 income tax
return.
Claiming Interest After Business or Investment Sold- If you have sold an investment property or a
business for less than what you owed on it youataim the interest on the remaining loan as a diéaluc
against your wages income, providing you sticki®following guidelines:

1) All the proceeds of the sale should be used toyrapanuch of the loan as possible.

2) Endeavour to appear to be unable to repay thefloam other assets other than the family home.
This may mean as a couple if only one member owednvestment or business sold at a loss the
other member should hold any further investments.

3) Don't refinance the loan to extend its term or @age the interest rate. You must appear to be
doing all that is possible to eliminate the lo&o refinancing to reduce the interest rate is Ok
the other hand if you have to change the loan fpoimciple and interest to interest only because
that is the only way you can afford the repaymgots may be able to justify changing the loan.

4) If the loan is already fixed at the time the inmesht is sold, then you have an argument that you
could not pay it out. This is a factor to considemou are refinancing before the sale.

5)

Reference: FC of T v Jones, 2002 ATC 4135 and fFCwoBrown, 1999 ATC 4600

Claiming a Motor Vehicle - Even if you have not kept a log book there are rottmethods of
substantiation that you can use to claim a motbrcle. For example the kilometre method only reggiia
detailed reasonable estimate but it is limited ,@8km per car you own. You should consider a clidim
you have to carry bulky equipment for work, if yoave days when you work at more than one placeer u
your car during your working day. You may alse &ble to claim travel if you go to an abnormal
workplace or your home is a base of operations. nkare information refer our Claiming Motor Vehisle
booklet which is available on our web site.

Telephone —Assuming you have kept or can get copies of ytuane bills, you should consider keeping a
diary, for a month of the business use of thedaiesi. To claim STD phone calls and calls to mexh
made on your home phone, you just need to diskedbitl based on the numbers listed. As localscaie
not listed individually you will need to keep a oed for one month to determine the ratio of locasibess

to local private calls and apply this to the tathhrge for local calls. The ATO is getting verydastic
about diaries as it recently was successful inyaglisig a court to disallow a taxpayer any claimnfabile
phone calls because the taxpayer did not havera yia the taxpayer used the phone 95% for business

Electricity — You can claim electricity based on the number afregyou have used a room solely for work
related purposes. The rate is 26 cents and houinghdles other costs associated with the room sisch
furniture and carpet wear. You will need to keapaay for a month to substantiate this claim.

Uniforms — To be able to claim a deduction for the purchasd/anlaundry of clothing it must
Compulsory as part of a strictly enforced uniformligy and it is unique and distinctive to your
organization. If the uniform is not compulsoryritist be part of a registered design. Note simpiyrg a
logo on an item of clothing does not make it cldiea The clothing must be part of a compulsoryarm
policy or the logo must be a registered designutlity for a claim. You can also claim for occupatlly
specific clothing such as Chef's chequered pantsbufor a Dentist/Pharmacist’'s shirt as this &pto
many occupations.



Reader’s question — Rebatable employers

Your employer paying the interest on your atproperty has created quiet a problem and itdoas
you because your salary package would have beemreddoy more than just the amount of the interest.
This is probably best explained by way of an exampl

Lets say your package is $80,000 per yearyaudsalary sacrifice $1,000 in interest on yourtakn
property. Your employer will reduce your availalpi@ckage by the cost to them of providing this fiene
Because your employer has not applied the otheradectible rule to your interest the whole amduwas
been subject to FBT though at a reduced effectite because they are rebatable. The $1,000 woutd ha
reduced your package as follows:

Actual expense paid by employer $1,000

FBT on the grossed up amount $1,000 x 1.9417 =21x9%B.5% 942

Less Rebate because your employer did not receive @eduction on the

FBT 942 x 48% (452)
$1049

This means that for every $1,000 of interest lgave sacrificed your employer would have redyed
package by $490 more than it should have because lhve not taken into account the otherwise
deductible rule. A refund of this amount over ylears will be huge.

It does not matter if the rental property amahl is in your husband's name as well, as longigasn joint
names the otherwise deductible rule will applyhe wwhole amount. Note the rebate is only avaelain
the taxable fringe benefits you receive up to aged up amount of $30,000. Exempt benefits sugbuas
super and rental property interest should not dmute to this taxable threshold. You also needheck
that this problem has not also caused your employeriss out on some of the rebate.

To correct this, your employer will need tolggck and amend their FBT returns.

| know the above is complex. This is why | Baaken so long to get back to you. It has nohlessy
to find the words to explain it. While you may riolly understand it | hope the person who works ymur
FBT will.

Double dipping a motor vehicle claim

| am a great fan of double dipping tax dedudiand claiming a deduction for expenses you wbale
had to incur for private purposes anyway. Wageaezar have a lot of opportunities to do this when
claiming their car for work. If fully utilised tlyecan claim home to work travel and work travelidgrthe
day using the kilometre method to claim up to 62ts@ kilometre for more than 5,000kms if they bisth
their's and their spouses car. Then they can gerdor their employer to reimburse them, tax freedil
their motor vehicle expenses anyway.
Stage 1:Keep a log book on your car determining the busirtesprivate use of the vehicle and keep
receipts for all expenses relating to the caryolfi have a spouse, do this for his or her car dsame
endeavour to use the cars equally. You can claiax @eduction for your car when it is used fovélao
and from work if it is to an abnormal workplace uyare carrying bulky equipment or you have moretha
one workplace in the day. Once you have arrivadak you can claim a deduction for your car foy an
work related travel during the day.
Stage 2:This stage involves your employer parting with cashyou may have to “salary sacrifice” some
of your wages to cover your employer’s costs. T&i® your advantage as you will end up receiimng
money tax free back into your pocket. Having cdmthis arrangement with your employer you suldmit
him or her all your car expense documents and éaion, supported by your log book, stating the
percentage the car is used for business purpoffegou have a spouse, do this for both cars. Your
employer then reimburses you tax free for the egperand the otherwise deductible rule means your
employer does not have to pay FBT on the amountchntclaim it as a tax deduction. As this is the
reimbursement of actual expenses it does not appegour group certificate as either an allowance o
reportable fringe benefit. GST provides anotherahé here in that your employer can claim the Gtk
on the expenses so should only reduce your sajaipii 1ths of the amount claimed.



Stage 3:The fact that your employer has reimbursed youtler deductible portion of all your motor
vehicle expenses does not prevent you from claifonghe motor vehicle/s on the kilometre basiyaoar
tax return as well. Accordingly, you can still etaiyour work related travel in the car, up to 5,008kper
car. If your car has an engine capacity of mora thé litres this could mean a further tax deductobup
to $3,100 per car.

Note you cannot double dip if your employer reimburges on a kilometre basis rather than for the
actual expenses you have incurred. You cannaseltihis arrangement if the vehicle you are drivisg
provided by your employer including via a novatedde.

If you can’t BAN TACS at least minimise it ldya Kisses and hugs to the ATO.

Salary packaging — Re-evaluate
With the maximum tax bracket Threshold liftig $150,000 in the 2006/2007 year it is time to re
evaluate your salary package. If you are receifiimge benefits as part of your package your erygio
will be paying FBT on these at the maximum tax.rdfeyou are not in the maximum tax bracket anyeno
it is important that you make an employee contrdsuto bring the taxable benefit down to zero. sTill
effectively mean the benefit is taxed at your teacket rather than the maximum bracket.

Overtime meal allowance

The award overtime meal allowance for mostrda/&as increased to $9.60. Some employers pay thi
amount straight out of petty cash and don’t botkeording it on their employee’s PAYG Summary.isit
worth your employee knowing how many meal allowaniteey have received during the year. They have
to include it as income but they can claim backesges they have incurred, far in excess of thisuaio
without receipts. The employee does not have tswme the meal at work they can stop on the way
home. For the 2003/2004 the ATO allowed employeeslaim up to $19.75, without receipts, for each
overtime meal allowance they received.

Making the most of allowance concessions

This article is for the benefit of both empdoy and employees. By making the most of the ATO
concessions for reasonable allowances employersncagase their employees’ tax deductions for food
that they are probably not claiming at the momeftganising salary packages around these concession
can increase employee loyalty at no extra cosig¢employer.

If an employee receives a travel allowancevartime meal allowance under an award, the emploge
entitled to claim a tax deduction without receiptsviding they have some method of showing that the
amount was incurred. Further the employee isledtiio claim more than the actual allowance reakive
providing they do not exceed what the ATO consideasonable.

Full details of what the ATO considers reasaare available in TD 2004/19 on the ATO web.site
Examples would be $20.55 for an overtime meal, ¥ 7or meals for a truck driver who sleeps in hisk
and earns less than $78,750 per year. Employkasate not truck drivers and are earning less than
$78,750 per year are entitled to $245.55 per rightover meals and accommodation while travellmg t
Sydney. Not only are employee truck drivers natmpted the concession for accommodation because it
assumed they will sleep in their truck they arevaid considerably less than other employees fofaibe
component of their allowance. If a truck driversives to claim a tax deduction for accommodatiogy the
must provide receipts.

In TD 2004/19 the ATO states that neither élewance or the expenses need to be shown in the
employees tax return if the allowance does not exkdbe reasonable amount and it was fully expended.
Both the allowance and the expenses need to bedextlif the allowance is more than the reasonable
amount or more than the amount expended. If theuatrexpended exceeds the allowance received éut th
claim is limited to the amount that the ATO conssdeeasonable both the allowance and the expereses n
to be included in the employees tax return.

The employer does not have to pay the actnalats the ATO consider reasonable but they mysapa
“bona fide amount”. For example the ATO tried tgwe that a truck driver who only received $39 per



night was not actually in receipt of a bona fidevel allowance because the amount was not enough to
cover the cost. The ATO lost this argument in ¢barts but we recommend that the allowance received
should be at least half of the amount the ATO statereasonable in TD 2004/19.

Employees required to work overtime and wheoetitled to a meal allowance under their awardato
need to sleep away from home or eat the meal wholking. They can stop at a restaurant on the way
home from working overtime and spend the money.th&hey do not need to keep a receipt but it is
advisable that on at least one occasion they gatapt as evidence of the amount normally spent.

The employer needs to show the allowance lgl@ar the employee’s PAYG Summary to assist in the
calculation of the claim. It is important that teeployee knows how many days the allowance was pai
for and what type of allowance was paid. The @yge¢ will need to keep a travel diary if they aneag
for more than 5 nights in a row. The employee nkesp a record to show he or she has incurred sgpen
Don't try and claim you stayed in a Motel if youddit. The Motel register can be easily checkedhe T
ATO will not accept a flat claim that the allowanisefully expended, you will have to show how you
worked out the claim. . For example an empayack driver who is required to sleep away froomle
and receives an allowance is entitled to a clain$@¥.55 per day. Ideally the truck driver shoulé
receipts for one day showing that such an amounbisally expended but a detailed estimate suches
following will suffice.

Breakfast Mixed Grill with Eggs, Toast & Coffee $08

Coke and Mars Bar for the Road 5.00
Burger and Chips & Coke for Lunch 0.ao
Coke and Mars Bar for the Road 005.
Dinner Steak & Salad 16.00
Desert & a Beer 7.00
Two Cokes and Mars Bar for Midnight snack __7.00
68.00

Providing the truck driver reduces his or her claom$67.55 per day he or she can claim this amount,
without receipts, for each day he or she sleeps/dwan home. Note sleeping away from home would
include truck drivers who leave home in the aftermand drive to the markets early so they areeaatthrt

of the queue to be unloaded and then sleep wheledhe waiting. They may be home again in less2#a
hours but nevertheless they are entitled to thd alleavance concessions.

Super co contribution alert

If during 2004 you made an undeducted superaion contribution for yourself that was not sglar
sacrificed, in other words it was made out of aféer dollars and your assessable income plus rajbptet
fringe benefits was under $40,000, you will be tgedito a Co Contribution from the government.

Your superannuation fund should apply to thevé&nment on your behalf. After October, 2004 the
ATO started paying the Co Contribution to qualifyipeople who have lodged their 2004 income tax
return. It has come to our notice that if the A€@nnot find your account they will not make the Co
Contribution and they will not notify you that ti@ Contribution has not been made. This problem ca
arise when you have changed superannuation fundsticed before the Co Contribution is receivea. |
some cases superannuation funds close the acdahetamount is too small and transfer the fundarto
unclaimed superannuation fund account. If thithes case your Co Contribution will not find its way
your new account.

The ATO will notify you in writing when your € Contribution has been made. If you do not rexeiv
this notification by the end of December or wittinmonths of lodging your 2004 income tax return
(whichever is the latest) please follow the matier

Baby bonus strategy

Care needs to be taken when choosing theygasefor a baby bonus claim. It may be betterdiayl
the claim a year so that a higher income year eanded as the base. The base year can be thenyear
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which the child was born or the year before. Tlasebyear is the benchmark by which the formula
determines a parent’s eligibility to the bonus whis intended to compensate the parent for a dnop i
income as a result of the birth. For example wtien claimants taxable income is over $25,000 and
exceeds the taxable income in the base year tlentpaill no longer receive the bonus. If this hepp
consideration should be given to transferring ithi® other parent if their income is lower than pinevious
year. Regardless of when a claim is started otthvenat switches to the other parent the bonusaray be
claimed for 5 years from the date the first clainmiade. The baby bonus applies to children baen 26"
June 2001 and beforé' July 2004.

Home to work travel for miners

Many miners travel to remote areas to work for seweeeks and then return home for a week or two.
Because the mines are in remote areas they exppgdhey should be entitled to claim any costsetfiigg
there as a tax deduction. Just like an office wodannot claim travelling to their normal placewairk
each day neither can miners.

In ID 2001/80 the ATO discusses the exampla miner who works two weeks on for one week off,
whose employer pays for the air fares back to &alapty but not all the way home. The rulingtsgthat
the miner cannot claim for the cost of travel frtme airport because travelling to the job happesferk
the income earning activity starts so it is nott dirthe cost of earning income, regardless of lf@mthe
distance. The same rule would apply if the miread to pay the air fare.

The only opportunity a miner has to claim &ifimg expenses, in these circumstances, is ifhehe
require tools to do his or her work, the tools lauéky, there is no safe storage at the mine sitehenor she
use his or her car to transport them. If thisos the case it is better to negotiate a salary agekhat
covers all of your home to work travel costs een means a lower take home pay. When workingion
remote mine site any cost your employer incursangporting you to and from that site is an exeimpge
benefit. This effectively means that if your emy@opays the travel costs it is out of pre taxatsll If you
pay the travel costs they will be payable out ¢érafax dollars. For many miners that are in treeximum
tax bracket this means the travel costs will cesiit twice as much as it would their employer.

When negotiating this in your salary packagferyour employer to TD 95/49. Warning, an employ
does not technically have to pay super on anythimg salary sacrifice and only the cash portion aifiry
salary package is covered under Workcover so mateeyour agreement includes some compensation for
this.

Changes to Centrelink family payment thresholds for
2004/2005

Even if one parent is earning hundred$otisands of dollars a year Centrelink’s Family Baxefit
Part B is still payable if the lower income pareatns less than $18,947 per year and they havdda ch
under 5. If the youngest child is over 5 the low@ame parent can earn up to $14,421 per year dhd st
receive some Part B. Neither the high income eaneome or the family’s assets are taken intwoaat.

To qualify for full Part B the low income parent stthave an income below $4,000. The payment is
reduce by 20 cents for every dollar of income, e income parent receives, above the $4,000.
Previously the threshold was $1,825 and the paymvastreduced by 30 cents for every dollar above the
$1,825. These changes, only introduced this filgryear, certainly allow a lot more room for them
income parent to hold profitable investments inrthame.

Following from our discussion on how negatgearing is less attractive now that the maximarn t
bracket threshold has increased. Consider just &itnactive a profitable investment is when no igx
payable on the income because the owner is eabelmyv the taxable amount. Further any franking
credits will be refunded by the ATO.

The only catch is finding the profitable intregnt. The idea is simple enough make sure themec
exceeds the expenses associated with earningstially the most significant expense is interestyolu
have a decent deposit the investment may be potdifar tax purposes. Or you could consider a imgnt
investment into a managed fund with spare caslyoufowe money on non tax deductible debt it may be
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better to borrow for the investment and use yoarespunds to reduce the non deductible debt. Oonit
your thoughts to houses and please remember resunormally a reflection of the risk. To get the
optimum strategy see a financial planner.

ATOs latest attack on workers

The ATO is reviewing 2004 income tax returnsl @omparing the amount of wages actually earned to
the amount of expenses claimed for earning the svagietrue public service fashion they are asKimigy
doesn’t your employer pay these costs? You shdudre to incur such large expenses to work”. othe
case they have even asked a taxpayer, who claintaifoying his tools in his car, to provide thenthwa
letter from their employer to explain why the emy@pdoes not provide him with a vehicle.

Taxpayers who claim their motor vehicle are itiost vulnerable to this sort of questioning. A&k the
ATOs rate of over 60 cents a kilometre can reatlg ap. Especially if you claim for two cars. The
kilometre method is limited to 5,000kms per catysa can claim up to 10,000kms if you rotate cartwi
your spouse.

A popular car claim is for carrying bulky egmient to and from work because there is no safagtaat
work. Most ATO publications give a ladder and ardrkit as an example of bulky. But bulky can be
based on weight as well. For example, bulky egeipimvas defined in the following cases as:

Cestani AAT 13169 1998- One tool box weighing 27 kilograms 10 inchedevby 10.5 inches high by
22.5 inches long.

AAT case S29 1985 Shearers equipment weighing 18 kilograms

Unreported Tribunal Decision — Tool box of 11 kilograms and a fridge of 15 kitams was bulky for a
truck driver. The Fridge was 55 centimetres lond 81 centimetres wide. The toolbox was
41 centimetres long and 23 centimetres wide.

There is even AAT case 75 in 1987 which statdgere the employment creates the need, as a modtte
practical necessity, for a worker to transportdws tools, of a bulk which makes it impractical {ndeed
illegal) to carry them on public transport, the erpe thus incurred constitutes an allowable deatuitti

Tax offset for workers over 55, 2004/05

When lodging their tax return at the end of thisaficial year employees and business owners, who
operate as sole traders or in partnership, wilebitled to a Tax Offset of $500 if their incomeusder
$58,000. The threshold of “income from employmeattivhich this cuts out is $58,000 for the 2004800
financial year but it reduces at the rate of 5%eopcu cross the $48,000 mark. The rebate is 5%ebf n
income up to a maximum of $500. Income from emplent includes net income from partnerships and
sole traders but only includes wages income frarstsrand companies. As distributions from yourttans
dividends from your company are excluded, clientt®\are over 55 should be careful how they draw thei
income from their business. Income from employmieoludes Reportable Fringe Benefits but does not
include investment income.

Tax offset for workers over 55, 2005/06

The threshold at which this cuts out has bieereased to a net income of $63,000 for the 22
financial year but it reduces at the rate of 5%eopcu cross the $53,000 mark. The rebate is 5%ebf n
income up to a maximum of $500. The trick is in thefinition of net income. It is only income from
working plus reportable fringe benefits. So if ywwark for your own company or trust it is worth kesegp
your wage under $53,000 and taking the rest opthéts as a trust distribution or company dividend

The money is in the paper work

Despite the chaos you may find your life is,aresult of having a child, do not lose sightyo@ir
bureaucratic obligations. It's all about keepiegeaipts and getting the forms in on time and theteo
much money at stake to miss out.

In the 2005 budget the Government increasedviaternity payment from $3,079 for children bonn i
the 2005 and 2006 financial year to $4,000 (indgfedchildren born in 2006/2007 and 2007/2008nthe
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$5,000 (indexed) for children born in 2008/200%heTatch is Centrelink will not pay up unless yppls

within 26 weeks of your child being born. In theese of adoption you need to apply within 26 wedkb®

child being placed in your care. Currently the@dd child must be less than 27 weeks old wheante
into your care but the government intends to extbiglage to 2 years. If you are a foster carernged to
be entrusted with the care of a child less thanv&dks old, apply within 26 weeks of the care begign
and expect to continue to care for the child fdeast 13 weeks.

Unlike the baby bonus this payment is not medested and is not just for the first child bafter the
introduction date but for all children born aftéf duly, 2004. You are also entitled to the payniepbu
deliver a stillborn child of at least 20 weeks gésn. The payment is not taxable.

The Government’s new childcare tax offset iae through the tax system is even better thamdhg
a tax deduction for childcare for many parentshas long been a complaint of working parents theay
are not entitled to claim child care as a costarhimg their income. The offset allows parentseuce
their tax on other income by 30% of any childcagesfthey incur that are not reimbursed under thiel Ch
Care Benefit. Parents earning less than $21,609gaze would only be entitled to a tax refund ofveen
15 and 18.5% if they could claim the deductiontsytare better off with the offset. A parent hagarn
more than $58,000 in the 2005 financial year to paye than 31.5% tax and Medicare. In 2006 it is
$63,000 and in 2007 it is $70,000. With the restailties of a child it would be hard to earn egbuto be
taxed higher than 31.5%. So the offset really dmdfress this issue very effectively for low to med
income earners. The maximum amount of offset yaureceive is $4,000 per child. Qualifications tfoe
offset are basically the same as for the Child @Gaeefit. An offset can only be used to reducedax
other income for either parent. It applies toatélre expenses paid in the 2004/05 year but beedayou
can't claim them until you do your 2006 tax retuihat's right you have to wait up to 2 years toygeir
money and worst still keep your receipts for tloaig.

Tax concessions for charity auctions and dinners

Fund raising events should have even gregiggad now that payments for goods, entertainmeahoan
meals, in excess of their value, can be claimealtag deduction.

Previously the rule was, if you received sdyaaefit for a contribution you made to a charitwas not
considered a donation so no deduction was avaifableny portion of the amount even if all you reeel
was a pen. The new concessions are directed atychactions and gala dinners where the true vafube
benefit received is less than $100 (GST Inclusiless than 10% of the amount paid and the amoudt pa
exceeds $250. Of course the event has to be hell dharity that is registered as tax deductiblee Th
deductible portion of the amount contributed is thiéerence between that and the market value ef th
benefit actually received. The organisers of sudnts are required to provide you with the marksdue
of the benefit on their receipt.

Self education — Enrolment fees

When you are collecting together your receiptsyour tax return don't forget enrolment fees for a
course of study that is related to your income iegractivities. This is so even if you never fimesl the
course. Tax Office decision ID 2005/69 states #wan if you never attended the course the feestdlre
deductible if they have not been refunded.

When is a choice not really a choice?

When one looks at the amount of exemptionsiftbe choice of superannuation fund legislation you
really have to wonder why the government is spendim much money on advertising it to the publice Th
sceptical amongst us would say they were really $pending taxpayers’ money promoting the Federal
Government.

After years of waiting finally on®1July, 2005 employees were going to be able tatiteir employers
to make their superannuation contributions to thelfthe employee chose. But this is not possfitieei
employee is caught within one of the many exemggtimom the legislation. In fact some employers may
be mislead into thinking they can offer a choiceewlthey are really breaching the award by doing so.



Your employer is not required to allow youctmoose your superannuation fund if your employekena
superannuation contributions for you under a:
- A certified agreement
An Australian Workplace Agreement.
A state award or industrial agreement.
The Coal and Oil Share Mine Workers Superannuagiicin
A Local Government Act
Most Defined Benefits Plans
Most Public Service agreements

Makes you start to wonder who on earth withkify. Basically employees who are likely to gbahre
those that are employed under a Federal awardrgata public servants. Also employees who are not
employed under an award or one that does not axlduggrannuation.

If you want to get into the nitty gritty go tenvw.superchoice.gov.au/employers/eligibildy as the site
suggests ask your employer!

So what was all the noise about again? Beidtask what they were trying to divert our attentitom at
the time.

If you would like to check if you have any lamed superannuation benefits goataw.ato.gov.alor
ring 131020. You will need your tax file numb#&lote if you have reached 65 years of age your unclaimed
superannuation contributions will be transferrethis Unclaimed Moneys Register. If you would likene
information about your award you are employed umgetowww.wagenet.gov.au

Medical expenses relating to your job

Many clients ask why they cannot claim a taduttion for medical expenses they incurred asualtre
of their work. Depending on the nature of the emg@eyou may be entitled to claim it as part of your
medical expenses rebate but not as a direct deduagainst your income. Examples of these types of
expenses would be glasses required to bring yasrtlean perfect vision up to 20:20 standard tolbe @
clearly see the work in front of you or physiothmrdor a back problem caused in the workplace. The
ATO will always argue that there is something fumeatally wrong with you in the first place for yoa
need the treatment and the cost of bringing yolitsghe state of physical fithess necessary tgalo job
is a private expense and therefore not tax dedactib

Naturally many clients have found this unbedigly unfair. Recently a taxpayer challenged tbssie
and lost in VBI v Commissioner of Taxation (2005APA 683 (19 July 2005). The taxpayer was a
registered nurse working in specialist medical sudealing with children who were seriously ill and
sometimes died. The taxpayer found that he waagng in substance abuse in order to cope with the
pressures of his job. Soon after seeking the belp Psychologist the substance abuse ceased and hi
career advanced. The ATO successfully arguedthieaexpenditure was private in nature in that “the
psychology was necessary to strengthen his persoimabrder to enable him to cope more effectiveiyh
life itself. All of the applicant’'s life problemseeded to be dealt with and was not limited to the
performance of his employment. Good physical anchtedehealth may well be a pre-requisite to the
derivation of employment income, but are also r@h\vto many other life activities. It is difficuld accept
that the essential character of outgoings relatetieatment of personality and mental well being ba
considered as a working expense with the requioethection or nexus to the derivation of salary meo
.... The outgoings were related to his overall memwtailook and not the specific professional skills
involved in his employment Here the finding is tthle required essential character of the outgoings
cannot be found in the income earning activity isat incidental and relevant to that activity.idtrelevant
to the overall mental health and life skills of @ugplicant. .... Treatment for physical or mentalltress
inherently of a private nature.”

The taxpayer had spent nearly $10,000 a yeaP%ychological care. To add insult to injury the
taxpayer was not even entitled to claim the experssa medical expense rebate because the money wa
paid to a Psychologist not a Psychiatrist. Toncla medical expense it must be paid to a medical



practitioner or to a therapist who is recommendgd Imedical practitioner. A Psychiatrist is recisgd as
a medical practitioner but a Psychologist is nbhough if the taxpayer had simply gone to his doatul
asked for a referral to the Psychologist the ferddchave been included in his claim for all hisdical
expenses rebate.

Doing the double dip

We are coming up to the silly season when pesjalg to spend unreasonable amounts of money jus
for the sake of avoiding paying tax onit.  Tisiall very well if you are buying something thauwould
buy anyway. But if you wouldn't normally spend yomoney in this way you are giving up the whole
dollar to, at the very most, receive 48.5 centkbemm the ATO. Under the new tax scales you Wwéle
to earn over $150,000 this year before you evetifgdar the 48.5% if your taxable income ends uplar
$150,000 you may only get 43.5% or 31.5% back.

I much prefer doing the double dip. THisnihere you claim a tax deduction for an expenseybw

are not actually out of pocket because your emplbgs reimbursed you for it. As these expensesaare
deductible to you, your employer does not haveap BBT on the reimbursement. This secret plan and
clever trick does not work for all expenses, orignis that are claimed under arbitrary methods. For
example if you own a car, keep a log book of yausibess use and ask your employer to reimbursdoyou
the business use portion of the running expenséiseofar. Your employer does not have to pay FBIT n
deduct PAYG tax from the money he or she pays y6ou do not have to include this money in your tax
return, not even as a reportable fringe benefgo effectively you have that portion of your capemses
paid out of tax free dollars. Then you can use Kil@metre method to claim the very same business
kilometres in your personal tax return, up to 5)3086 per car. This could give you a further taxudzithn
of over $3,000 despite the fact that you have lveenbursed for the cost of travelling those kilorest

This trick works well with laptops and th&@ have even issued a public ruling approving tms.
Once a year your employer is allowed to provide yoth a laptop as an exempt fringe benefit. If you
actually purchase the laptop yourself and ask yemployer to reimburse you the full amount, your
employer will be entitled to claim the GST back ayad a full deduction for the price. This does siaip
you keeping a diary on the business use of th@paphd claiming depreciation on it in your persaaxl
return. This also works for tools of trade.

Changes to double dip

The ATO has withdrawn TD 93/145 and issuedZD5/D17. This is a draft ruling so we cannot be
sure of the final outcome. Nevertheless it is ingo@t to warn clients immediately as it is the ATO’
intention to apply the ruling retrospectively.

TD 93/145 is the ruling on which we based taptop double dip. This is where the employer
reimbursed the employee for the value of the lajpigjpwas not subject to FBT on the payment evéineif
employee only used the laptop for private purpodéshe employee did use the laptop for work pusgm
they would also be able to claim depreciation igirtipersonal tax return. Accordingly, the emploged
employee both claimed a tax deduction for the sEp®p. The legitimacy of this arrangement has not
changed with the withdrawal of TD 93/145 and theuésof the draft ruling. Laptops are still ableb®
packaged this way. But the use of this type addragement with other tools of trade is now a problem

The draft ruling in the first 2 paragraphs equts that section 51AH which would normally prevent
double dipping does not catch expenses amortised more than one year. Such as depreciation on a
laptop. In paragraphs 3 and 4 the ruling decldrasthe same limits apply to the otherwise dablectule
in FBT legislation. The otherwise deductible raleans that employers do not have to pay FBT on any
thing they provide to an employee that would beud&lle in the employee’s personal tax return. The
catch is this only applies to a one off deductionthie year of purchase. Therefore it cannot afipltems
that are subject to depreciation.

This opens a whole can of concerns. The bBeshg employers need to be very much aware of an
employee’s entitlement to a tax deduction (not Wweethey have claimed it or not) before applying th
otherwise deductible rule to reduce their FBT lispi If the item in question has a life expectard more
than 12 months and cost more than $300 the emplegatd only be entitled to claim depreciation oe th
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item. This means that the employer would be sultie&BT on the value of its supply to the emplayee
As FBT effectively taxes the benefit at the 48.%86 bracket and only 10% of the population will behis
bracket next year, this is a very bad out come.plByers in most cases would be better off payirgy th
employees a tool allowance and the employees buyiege items themselves. Alternatively the items
could remain the property of the employer.

The reason laptops are not caught is bechesedb not require the otherwise deductible rulexempt
them from FBT. Laptops and their printers are gwadly named in FBT legislation as exempt items.

Based on the comments of the judge in the A& 1993 we see there is support for the argutiaint
the otherwise deductible rule can only apply toemsges incurred in that year that qualify for a offe
deduction so we agree with the draft. This is gomssue for employers of tradesmen who set their
apprentices up with tools. On this basis there begome compromise in the final ruling. Nevddbe
laptops and other exempt fringe benefits aregbilfor the picking.

Non lodgers beware

There was a time when all the PAYG summaries ATO received from employers were simply
reviewed from the employers point of view and soreThe ATO didn’t bother matching them to the
employee’s file. This is one of the reasons pebphe been able to not lodge tax returns for yaadsnot
hear anything from the ATO. The ATO is now entgriRAYG summaries into their computer by
employee tax file number. The computer will nowrweasily, be able to check who has worked yet not
lodged a tax return. So now is the time to getryaftairs in order. We recommend starting at thesim
recent year and working backwards. Once you hadged the current year’s, the ATO will probably
notify you of the years they think are outstanding.

A win for meat workers’ car expenses

The ATO challenged a claim we made for a nagaker’s car expenses to travel to and from worke
ATO normally considers travel to and from work ® firivate in nature. Our argument is that the wgs
deductible because the client was required to dantigy equipment to and from work. We have just
received notification that the ATO accepts our angat. The relevant points that made our clieciBsm
successful were:

1) There was no safe storage at work i.e. the empldigenot provide personal lockers for tools

2) The client carried a set of knives, sharpening estanesh apron, mesh gloves, protective boots,

hardhat, knife pouch and chain. These weighed dmtw25 to 30 kilograms and required a bag
100cm x 40cm x 40cm in which to carry them.

3) The client owned the tools and took them home eagtht for no other purpose than safe keeping.

4) These tools were used each day in the clients work.

Initially the ATO was of the opinion a meat workasuld not possibly have tools of a bulky nature.

But occupation is completely irrelevant it is sijmpl question of size and necessity.

The moral of the story is to make sure yowehe mesh apron because they are worth their wigak
deductions. These claims are very lucrative as garu claim over 60 cents per kilometre up to 5,000
kilometres per car. It really adds up over theryea

Workers’ tax deductions

The following is intended as a quick summary of ifermation the average worker needs to collect fo
them to be able to claim work related expensestag deduction. It is certainly not conclusiveraany
occupations have peculiarities but it is a basstaot from.

Car Expenses:Wage earners are entitled to claim a tax dedudbomsing their motor vehicle to travel
between work places, travel to an abnormal worlglaourse or trade night when they have a normal
workplace, when they travel to more than one w@&plbefore returning home or if they carry bulky
equipment (over 18kg or awkward such as a ladderny fhome to work or between work sites. As a
minimum you need to keep a “detailed reasonableat#” of the kilometers traveled. An examplelust
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would be keeping a diary (similar to the samplel@sed) for 1 month of the typical journeys undeetak
multiply it by 12 and add unusual journeys to it.you travel more than 5,000 per year per car goun
you may want to consider keeping a log book. Heliails of this are in our Claiming a Motor Vehicle
booklet under free publications on our web site.

Uniforms and Protective Items: Simply having a logo on an item of clothing doe$ make it claimable.
The clothing must be part of a compulsory, striatlyforced, uniform policy or the logo must be a
registered design to qualify for a claim. The uniform needs to be unique and distinctive ooiry
organization, a logo covers this if the uniformc@mpulsory. Once you have passed the distinctive a
compulsory test If you have a compulsory distwetiest, other, non logoed, items of clothing ciao e
claimed if the uniform policy specifies their colpgtyle and type eg black, closed in leather shdethe
uniform is not compulsory you will only be able ¢aim for items of clothing that are part of a stgred
design. Information on registered designs is atgl on the Ausidustry web sitevw.ausindustry.gov.au
Occupationally Specific clothing, ie chef's cheqapants, are also deductible but note a dendisit'sis
not considered occupationally specific becauserRaeist also wear the same shirt. If you wear sbimgt
underneath the Dentist/Pharmacist's shirt you colalith as protective. According to the ATO occupat
rulings a traditional nurses uniform and a gradwatgown for a teacher are occupationally specific.
Protective items are deductible if there is a dance of injury that the item is designed to mbte®u
from. For example UV protective clothing, King Geerk wear, steel caps, non slip shoes, sunglassgs
sunscreen. If the item is also used for privat@pses such as sunglasses, you will need to kdepyafor
one month to show the ratio of work to private ufean item qualifies you can claim the cost ofghase
and maintenance such as laundry and dry cleaning.

Home Office: Claiming the running costs (not rates, interest lamdting insurance) will not effect your
CGT exemption, unless part of your home is clearlglace of business and you see the public there.
Running cost such as telephone, computer and ielectire claimable for the portion that relatesatork.

A diary like the sample enclosed will need to bptker one month.

Tools: Tools costing less than $300 can be claimed inthdlyear they are purchased. Otherwise they
will have to be depreciated over their effectivie.li If the tool is part of a set the set must dess than
$300. Identical items are grouped together and th&al price must be under $300 so it may be wort
buying less than $300 of them in one year and lgulgss than $300 worth the following year.

Other Work Related Expenses: The trick here is keeping the records. Keep tlveipt when you buy
stationery, parking and tolls when you go to semsirf&a courses. Keep the itemized account for your
mobile.

Self Education: Costs associated with courses that you do at & pieducation are treated differently to
seminars and courses run by organisations thatareprimarily educational institutions. The main
difference is that you are not entitled to claira flist $250 of these expenses. This does noyappbu
have incurred $250 in relation to the educatiort tha motor vehicle expense claimed on the kiloenet
basis, a capital purchase, child care expenseuwratidnal items for which you don’t have a receijite
will sort this out for you when doing your tax retu The main point is that you include any resoydu
have of these items in this envelope.
The following journeys are deductible:

Home — Place of Education — Home

Work — Place of Education - Work

Work — Place of Education — but not the home jouiihaext

Home — Place of Education — but not the work jourh@ext

Note the non deductible leg of the journey above isa@towable to reduce the first $250.



If you feel you have missed out in 2005 your tatxime can be amended. If you want to get it striaigh
for next year we can help by providing you with anvelope in which you can keep the relevant
information and covered with reminder notes. Jugj the office closest to you. The next edition o
Newsflash will discuss what records you need t@keebe able to claim the above.

ATO concessions for work related expenses

Last edition we detailed the typical work tethexpenses claimed by wage earners. Usuallgeipte
showing the item purchased, the amount, the datettename of the supplier is required to clainaa t
deduction for the expense. If there is a privaigipn of the expense the amount claimed will hevée
apportioned. The ATO has made some concessioasdiag apportionment and expenses that are difficul
to receipt. These are:

Laundry — You can claim 50 cents per mixed load and $1 pétdad of qualifying uniforms or protective
clothing, up to $150 per year. Simply work out hoany loads you average per week and multiply it by
the number of weeks you worked.

Less Than $300 -f you claim less than $300 in work related expsnsach as self eduction, tools,
uniforms, protective items, stationery, union fe#e you do not need to substantiate your claim with
receipts at all. Any claim you make for motor \@@iexpenses or travel costs (includes tolls amkiqg)

is not counted towards the $300 limit.

Less Than $10 -f each individual expense is less than $10 andtated of all such expenses does not
exceed $200 you do not need to keep a receipt lnst tmave a diary entry showing the name of the
supplier, date, amount and a description of theclmse. This concession also applies if it would be
unreasonable for the ATO to expect you to keepcaipe such as tolls and parking meters, even whewy t
exceed $10.

Allowances — Each year the ATO produces a list of what it comsideasonable travel allowances. If your
employer pays you an allowance and you do not claiare than the amount listed by the ATO as
reasonable you do not have to substantiate wigtptcthe amount you incurred. But you do havieaee
incurred the expense. For example don'’t try tonchkar a motel when their register does not shoat ffou
stayed there. On the other hand a diary entryoof yood expenses is sufficient. If you are awayf
home for more than 5 nights you will need to kedpagel diary of what you did each day. You cah st
claim up to the ATO reasonable amount even if yaaployer paid you less as long as it was a borea fid
allowance (ie not just $5 per night but suffici¢atlive off). The ATO also releases what it comsgda
reasonable overtime meal allowance each year. nAgail can claim up to this amount even if your
employer pays you less but you must be paid tlosvathce under an award.

Electricity - The ATO allows you 26 cents per hour for every hgoaw are working at home in an office
separate from the rest of the family. This cowaestricity and maintenance on the room. You nied
keep the diary for 1 month, showing how much tHeefis used.

Motor Vehicle - By keeping a diary for one month each year you dam up to 5,000 kilometres per
vehicle you own. If you own a car together witloter person and it is only their name on the teagisn
papers they can complete a declaration of jointeralmp so you can claim it. You are also considi¢oe

be the owner of a car even if it is registerechim mame of another family member but you are theevamo
pays all the expenses relating to it.

Telephone —To claim STD and mobile calls from your home phguethrough one month’s itemised
account and work out the numbers that are workeaela This percentage of work related calls can be
applied to the mobile and STD calls in the othenths. Local calls can be apportioned after keefhieg
diary for 1 month. Each time you or anyone els&kesaa local phone call simply tick whether it was
private or work related. To claim a portion of tleatal look at the overall percentage (on doliug) the
work related calls are for the sample month andyaibis percentage to the rental for all months.

Mobile Phones —Take a representative phone account and go ovéerreanber dialled to determine the
percentage of calls that are work related. Appig percentage to your mobile bills for the yearthos
relevant period if that is shorter.



Commissioner’s Discretion —If you have sufficient evidence that you have imedrthe expense and
would be have been entitled to a deduction if yad A receipt then the ATO must still allow you the
deduction but it needs to be beyond doubt thatiyourred the expense.

For next tax year we will have an envelopailable for workers to collect their receipts ifhis
envelope also contains sample diaries.

Allowances

Allowances really only fall into two categasie Those that are not included in your taxablemme and
those that are. The only allowances that aremztided in your taxable income are those on whamlry
employer has already paid Fringe Benefits Tax erdlowance is exempt from Fringe Benefits Tax for
example Living Away From Home Allowance. Any allamce that falls into the Fringe Benefits Tax
category should not appear in the Allowance boyaur PAYG summary. If it is in the allowance bax o
your PAYG summary it must be included in your takurn as income. With the exception of an overtime
meal or travel allowance. The fact that you recareallowance does not in anyway enhance your @sanc
of claiming a tax deduction in relation to the exge the allowance covers. Your tax deduction rsiastd
on their own merit ie they must be a cost of eayryiour income whether you receive an allowanceobr n

Relocation expenses

The cost you incur transferring your housettoldnother work location are not deductible belythre
an exempt fringe benefit so you should negotiat wour employer to have them pay these costs #ven
there is a corresponding reduction in your incomi®ite tax.

Medical expenses tax offset

Cosmetic procedures are no longer includethé definition of medical expenses for the puepot
the tax offset for the 2006 and future income &tams. This includes dental services and treasribat
are solely cosmetic and operations for which yowldaot be entitled to claim under Medicare. Bgace
and gold fillings still count towards the offsettlheeth bleaching or having a jewel inserted ardenger
counted. Botex injections and nose jobs are olassrit is to correct a break or breathing diffigul Laser
vision still counts towards the tax offset.

Check your PAYG summaries

This week readers should be getting their PASt@ maries from their employers. Take a good ldok a
the amount that appears in the Reportable Fringeefe box, normally appearing at the top right dhan
side of the summary. This amount can affect yoemt@link entittements and your likelihood of payin
the Medicare Levy Surcharge. While employees Isaivet rules as to how they calculate this amobayt
have relative freedom in apportioning benefits lestv employees, for example a company car used by
various employees.

Most employers use the formula method touate the amount of a car fringe benefit. If yoe a
provided with a company car that is mainly usedkfosiness purposes this method may not be the most
economical. For example if you are a sales reptasive it may be better to keep a log book onctire
and use the actual cost method. This will redbheeamount appearing in your reportable fringe henef
box and the amount of FBT your employer pays.

Another mistake employers make is to caleuthe reportable benefit using the gross up amofint
2.1292 which is used, in most cases, to calculegeFBT payable but is not the correct figure to tse
calculate the reportable fringe benefit amountyfmur PAYG summary. It should be 1.9417.

If you are concerned about any of these ssask your employer for the working papers used to
calculate your reportable fringe benefit amount hridg it along when you have your income tax netur
prepared so we can check it for you.



Claiming a tax deduction for gym fees

Basically you can only claim Gym fees and otfitness related expenses if your job requires an
extremely high level of fithess. The teachers’ upational ruling TR95/14 states that even Physical
Education teachers do not require a high enoughl l&vfitness to be entitled to claim any fitnestated
expenses.

The occupational booklets and rulings (TR9581BR95/17) for the Police and Military recognideat
only some members are required to maintain a heyellof fitness. Examples given are Divers,
Emergency Squads, Police Dog Handlers, Police Angdehysical Training Instructors, Military Training
Instructors, SAS and Special Combat Squads.

The Military ruling includes Gym fees as aéiss expense but strangely enough, while the Paliiveg
and booklet allows other fitness expenses it spadly denies gym fees. The ruling quotes thesadtion
51AB denying a deduction for recreational club memship. This section has since been replaced2ith
45 in the 1997 legislation. To be excluded ase&tional club membership under section 26-45 tke fe
must be paid mainly to provide facilities for dring, dining, recreation and entertainment. MostSy
would not be caught here so the ATO is over stepgiie mark. Yet the 2006 booklet for the polia# st
states Gym fees are not deductible no matter hgtv the level of fitness required. We believe thibe
wrong and rely on both the legislation and anofkED ruling TD93/114, also intended for Police offis,
which says at paragraph 4 that Gym fees are dédieidtia high level of fitness is required.

Other occupations this could apply to areobér Instructors and Trapeze Artists. Ultimatelysi not
your occupation that counts but the level of fisxgsequires.

Don't forget to claim you expenses for trawveglto the Gym as well and protective shoes ie high
impact. If you have a home Gym you can claim dept®n on the equipment instead but you cannot
claim for travelling home to use the Gym.

Zones

To claim an Australian zone rebate (t&set) you must be in a zone for 183 days of timaricial
year. The 183 days can be accumulated over 2.ydais the previous year you did not claim a zone
rebate but over 2 years you have been in a zong8f®rdays you can claim the zone rebate in thenskeco
year. For some workers who fly in and fly outstimeans they may only be able to claim a zone eebat
every second year.

The rebate for being in a special zorlid 73 in tax credits that you can use to pay yaxiinstead
of the instalments deducted from your pay. Acawgty, when you do your tax return some of your
instalments should be refunded. Certainly worth éffort of tracking where you have been. You can
check what zone applies to your area by going ¢oARO web sitevww.ato.gov.ausimply put the word
zone in the search box. While you are there yaulshread TR 94/27 to get more detail on how tdifua

On the bottom end of the scale the relfatea zone B resident is only $57. Many parts of
Queensland are zone B including big towns such askily and Townsville. While the $57 might not be
worth much being in any zone helps towards your d&as. The calculation first asks has the taxpayer
been in any or various zones for 183 days. lIftlsey can claim a rebate. How much they can claim i
determined by picking the best 183 days. For eXaifyou have spent 200 days in a zone B and %8 da
in a special zone your rebate would be made upvofgarts. $1,173 divided by 183 times 50 would be
your entitlement for the special zone rebate. Baknce would only be paid at the zone B rate$&g.
divided by 183 times 133. The total rebate is $361vhich is a vast improvement on $57 simplyldemg
in a special zone for 50 days. As you can seenthie purpose in zone B is to get your 183 daysouyos!
can benefit from every day in other zones. Youwdwve to be in the zone for part of the day ferwiole
day to qualify.

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

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




Members of the Defence Force who serve inalifying overseas locality for more than 182 days
entitled to a rebate of $338 plus 50% of the natiorbates if they have dependants. A spouseviagei
parenting allowance does not reduce the notiortatecyou are entitled to receive for him or her @nd
does not matter that these dependants are noairedme with you. If you serve less than 183 dhgs
amount is apportioned. If you qualify for both Anstralian zone rebate or an overseas rebate yoardy
entitled to claim the one that gives you the biggeditiement. For example if you have 183 daysresas
but 10 days in a special zone A. Then your zobateecan be based on 10 days in special zone A&hd
days overseas. If your overseas income is exempdy not qualify for the rebate during that timEhe
rebate is not available if you are part of the Aalsin Embassy or Legation. Qualifying overseaasarmare
decided by the Federal Treasurer. TR 97/2 listsesof these but it has not been updated since 48%3
is better to go tevww.ato.gov.aufor a more up to date list. TR 97/2 also explauhen you are considered
to have arrived or left and area.

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

Changes to bankruptcy laws

In theory if you are declared bankrupt all youredssare seized by your bankruptcy trustee, othaar th
basics such as certain tools of trade, a low vedughousehold property and clothes. But theusuglly a
long period of time between the bankruptcy trustespping in and the person becoming aware that
bankruptcy is inevitable. In fact many potentiahkrupts lead their creditors a merry trail forlasg a
possible. As the bankruptcy trustee has a timé kbm how far he or she can claw back the transfer
assets the longer they can delay the bankruptsyeteustepping in the better chance the potentradrbpt
has of hiding assets from creditors.

The new laws attempt to stop some of this iewalsut there needs to be a balance to ensurdtimeat
fide transferees are not discriminated againsthe claw back laws now allow the bankruptcy trustee
examine transfers to related entities or relat/gears before bankruptcy is declared. The trustikaot
only have powers to claw back assets transferrécalso to access property owned by other people to
which the bankrupt has contributed either direotlyndirectly to increase to owners equity in thegerty,
if the bankrupt has some use or benefit from thaperty. If the bankrupt was not solvent 5 yeafote
bankruptcy the trustee can go back that extra y&wolvency is being able to pay ones bills whery the
become due.

In the past potential bankrupts were inclit@dliestroy records so that the bankruptcy trusbesgdcnot
prove they were insolvent. The law has now beamngtd to put the onus of proof onto the bankrapt i.
unless they have records to prove the contrarydneyssumed to be insolvent.

The bankruptcy trustee also has powers tov tlack the transfer of assets (this includes maeey
paying a bill) to unrelated parties. The truste® demand a creditor to return a payment they have
received in relation to a bona fide debt becauseay be considered a payment in preference to other
creditors. Further, if an innocent third party ghaised an asset at market value from a person edante
bankrupt within the next 2 years or was insolvdrtha time and became bankrupt within the next&rse
the trustee can claw this asset back. The purclesatitled to a refund of the price paid for teset but
is not entitled to receive the current market valu®f course the purchaser does not have the nwans
proving whether the potential bankrupt was solv@nhot at the time of the transfer so the protectm
innocent parties, to my mind, seems inadequate.

Generally monies held in a superannuation fared safe from the Bankruptcy Trustee unless recent
abnormally high contributions have been made. h&t ¢nd of last month the Government announced
stricter guidelines in this regard after a Bankeyptrustee failed to claw back such contributiam€£pok
v Benson. The new legislation will look at theesiaf contributions made in the past and if thera is
contribution that is out of character it will bensadered to have been made to defeat creditordieso t
Bankruptcy trustee will be entitled to claw it backhese laws will also apply to contributions teetated
third party such as contributions to a spouse’sarmuation fund.



Claiming memberships

Ongoing membership of an association thateelto your occupation is a tax deduction. Ifaesl not
relate to the way you earned your income duringytie you are only entitled to claim the first $f2he
expense but note you are entitled to claim up @ 4 each association. Initial joining fees, evithey
relate to your current occupation, are not tax dedle but they also qualify for the $42 limit.

Some industry qualifications involve doing@urse and paying a one off fee. Providing thesmis
related to your current occupation it can be claiag a cost of self education, just be careful tthafee is
for the course not a one off joining fee to a pssfenal association. If the course is run by amcation
institution such as a College or University you manclaim the first $250 of your costs. But thessts
include things you would not normally get a dedwuetfor such as child care fees while at the coorse
expenses you forgot to get a receipt for. Alsgoifir motor vehicle expenses under the kilometre mrat
relation to the course exceed $250 you do not b@aveduce your costs by $250 at all, this doesstay
you also claiming these motor vehicle expensesdytqualify. If the course is run by a trade or
professional association you do not have to wabguathe $250 rot.

The cost of obtaining a qualification thatipre-requisite to taking a job with a new empldgerot tax
deductible because it is incurred before the inceamaing activity begins. Again this would qualityr
the $42 concession. The trick is to make suregmeuemployed before you do the course. This pnoble
often applies to the generic certificates needeertter the mining industry. References TR98/6 and
TR2000/7

Saving for retirement with a non working spouse

The following is directed at couples in thed’s and 60’s who no longer have dependant amigmd
are busy saving for retirement. In some cases ajnine spouses has retired or not returned to the
workforce since raising children. Many investmanid tax strategies ignore the benefit of the spouse
rebate and the cost of moving assets from oneyeawtiatnother. Even if the capital gains on mowing
assets are diverted to a superannuation fund tormsie the impact. Don’t forget a tax deductible
contribution to a superannuation fund is still @vet 15%. No tax would be applicable if the cdpgn
was not realised in the first place ie no changefownership of the assets. Typically this hagpghen
they are moved from individual ownership into a engmnuation fund. Thinking that will cap future
earnings to 15% tax.

For example:

Assumptions —The wife is under 65 and they have no dependatdreni. She is not currently working
but has worked in her life time (if not she woulolt e able to access her superannuation until 8%,
couple have accumulated $200,000 in managed fuiittisaw expected return of $10,000 including fully
frank dividends but not including capital growthtb& units in the fund, these assets are heldamife’s
name.

Question — Would it be better to transfer the $200,000 fpba into a superannuation fund. While this
would realise a large capital gain it could be @iffey claiming a tax deduction for the contribusdio
superannuation. But as they are tax deductibléribomtions they would be taxed at 15% in the haofds
the superannuation fund. Is this worth it so thathusband can claim a spouse rebate?

Answer — The $10,000 the portfolio is currently earniadax free to the wife as she has no other income.
This means she will be refunded the franking ceedBut her husband will miss out of receiving sipeuse
rebate so the effective tax is $1,610. The rebtads to shade out at 25 cents for every dollanitie’s
income exceeds $282 so by $6,720 it disappears letehp But there is a small trick here. Franking
credits are not included as income to the wifetlh@ purposes of the spouse rebate. In this caseahs
her $10,000 in taxable income becomes $7,000 depaed income. Still too high and it is reasonable
assume that this income will go up and once ove$tt0,000 threshold she will start paying tax &b1be
same as the superannuation fun. The best tastisitia achieved by the wife only having $282 ipaate
net income and the rest being taxed in the supeediom fund’s hands as the spouse rebate is wootle m
than her entitlement to earn the first $10,000fte®. That is the rebate shades out at 25 certkeidollar
so it is her effective tax rate whereas the suprration fund is only taxed at 15%. But there &iag in
the tail. In order to get the units in the manafyjettls across to the superannuation fund she reabse a
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capital gain. This can be offset by claiming a t@eduction for some of the contributions to the
superannuation fund. Just enough to reduce the ©©@&ro but the superannuation fund will then hiave
pay 15% tax on the deducted contributions. Iflef@ the units in her own name no capital gain wad
realised and therefore no tax payable! Unfortugagaperannuation contributions do not reduce ineom
for dependant spouse rebate purposes. Accordihghhest strategy is to continue to own the unitser
own name but make a superannuation contributidceép her income below the Medicare levy threshold
where her marginal tax rate will go from 15% to5B6.and thus be higher than the entry tax into the
superannuation fund.

Reasonable allowances

If you receive an over time meal allowance in hmigh the award you are entitled to claim costs you
have incurred up to $21.10 per meal in your 20Q6rédurn and $21.90 in your 2007 tax return, withou
receipts.

Employee truck drivers who sleep away froomke and receive an allowance are entitled to claim,
without receipts, daily meal costs, in 2006 of #69if their income is less than $81,401. Truckveirs
whose income is higher than that are entitled aonci$75.75. In the 2007 financial year truck drsverho
earn under $84,251 can claim up to $72.10, higimmes can claim $78.65 per day, without receipts.

Reasonable allowances - Update

If you receive an over time meal allowance in adaoce with your award you are entitled to claim
costs you have incurred up to $21.90 per meal ur @907 tax return, without receipts. This incesas
$22.60 from i July, 2007. Your employer may only pay you $1@emthe award but if you have spent
more you can claim it up to these amounts

Employee truck drivers who sleep away froomke and receive an allowance are entitled to claim,
without receipts, daily meal costs, for the finahgiear ended 3bJune, 2007 up to $72.10 if they earn
under $84,251. If they earn over $84,251 theiitli;m$78.65 per day, without receipts.

For the financial year that startétiJuly, 2007 the over time meal allowance incre&s&22.60. The
daily allowance for employ truck drivers who slespay from home increases to $74.30 per day if their
income is $87,200 or less. If their income is db@7,200 the amount is $81.05. Reference TD 2007/2

More workers allowed a choice of superannuation fud

Many workers missed out on being given a chaitevhich fund the superannuation paid under the
guarantee, by their employer, was paid into, bexdhsy were covered by state awards. Employees
covered by state awards were not effected by tdefaéGovernments choice of superannuation furesrul
This changed on®1July, 2006 when the new Federal workplace relatisystem was introduced. Now
employers that are companies may have to allow émeployees a choice.

To find out if you or your employees now haaeaight to choose their superannuation fund go to
www.workchoices.gov.aor ring 1300 363 264.

Remote area housing

If your employer provides you with residen@@icommodation they are not subject to fringe bé&nedi
on the costs of providing that accommodation, i$ in a remote area. This effectively means they can
provide you with a home out of before tax dollafdote the concession does not apply to an employer
reimbursing you for rent paid in a remote area.

Now the difficult part is determining whatasemote area. The easy answer is refer to PS0A/80t
has a list of these areas and is availablevat.ato.gov.au To calculate whether your area qualifies make
sure that it has a population of less than 14,@ple or 28,000 people if it is within a zone ABr Then
check that there are no other towns within 40kngsthle shortest practical route, that have a pojouiaif
more than 14,000 people or 28,000 people if inreezd or B. If it does not pass the 40kms testilit still
be considered remote if your area is further tha®kfins away from a town with a population of morarth
130,000. Populations are based on Census infammat




Late lodgements, interest & other penalties

If you are late lodging your income tax retahe ATO can fine you $110 for every 28 days ott par
onward that the return is late, up to a maximun$s60. Though, the late lodgement penalty is uguall
waived if you are due a refund. Even if you aredwee a refund it is worth writing to the ATO, eapling
your circumstances and asking the ATO to consiel@ission of the penalty under TAA Sch 1 s 298-R0.
the ATO refuses to remit the penalty and it isrfmre than $220 you can object.

Late lodgement of a BAS can be far more seriasithe $110 is per tax that is reported on th&.BA
This means if you report your GST, PAYG withheldld&BT on your BAS the penalty is $330 for every
28 days up to a maximum of $1,650 (5 x $330) Témafties also increase with the size of the busifas
example once the turnover exceeds $1,000,000 thedtjes at least double.

Penalties for late lodgement of income taximet, BAS and ASIC forms are not tax deductible. A
penalty for under estimating GST instalments isdeductible (section 25-5 1997).

The interest the ATO charges for late paynoénaxes is tax deductible but if you borrow themayp to
pay off your personal tax debt the interest onnttomies borrowed is not deductible. On the othedhé
you are in business and the borrowings are contiedth the business the interest on money useayo p
taxes is deductible but not for the partner’s i usiness’s personal tax. (IT2582)

This still doesn’t mean it is better to owe the AifStead of the bank, because the ATO chargeladber
interest. The current interest rate charged byAlh® is 12.87%, after allowing for tax deductibylithis is

an effective rate of 8.816% if you are in the 3186bracket ($25,000 to $75,000). Even at theimarm

tax bracket which doesn’t kick in until your taxalbhcome reaches $150,000 the 12.87% interest eligrg
6.89% after allowing for tax deductibility. So esk you are in the maximum tax bracket, if you can
borrow against the equity in your house at houtdag interest rates there is a saving in doingdbkisoon

as possible. Though for short term debt also fantthe costs of borrowing.

In conclusion it is important that you at lekglge your BAS or tax return even if you do navé the
money to pay the tax and it is usually better tod® at housing loan interest rates to pay of yawrbill
than have the ATO charge you interest.

Note it is not just the penalties you shoddrf The ATO also has the right to prosecute yduflihey
do this the penalty provisions are not applicable.

Centrelink site becoming really useful

Go to www.centrelink.gov.aun the middle of the horizontal list of optionsdan the heading on the
home page is online services. This provides a @harige of useful information. Probably the masiful
being the Family Assistance Estimator which camded without identifying yourself. This is an elkest
tool for performing some what if analysis to workeliyou are any better off earning extra money or
planning your salary package. Note that even thoway are required to enter the grossed up amdunt o
your reportable fringe benefits ie the amount appgaon your PAYG summary, the calculator will
automatically divide that amount by 1.8692 so that only the value of the actual benefit you ligeghat
is taken into account, any applicable taxes arerggph

If you log into online services section yanalso obtain a print up of the information youi weed to
be able to claim your 30% child care tax offsetbtdining this information before you come in andéda
your tax return prepared will save time.

Work related tax deductions

The ATO has issued bulletins covering work relateghenses for Miners, Construction workers,
Security workers and people in the fithess andtsmpindustries. Most of the points Newsflash exad
would already be aware of.

The bulletins address the question of whetheroving your skills is deductible. There aresavftraps
to watch out for.

1) Whether you have incurred the cost at a time toly é@ be a cost of earning your income. In other

words you did the course to get the job rather thgrove your skills in the job. Examples of this



would be induction certificates to start work iretining industry or costs of studying to obtain
gualifications to be a pilot while you are workiag a sales rep. Don’t be bluffed here, there is
nothing wrong with claiming expenses to improve ryskills to obtain a promotion in your current
line of work.

2) Initial costs for qualifications are not deduotibl Many professional associations have a cost to
become a member and then an annual fee. Onlyntineahfee is deductible. An example given in
the bulletin for mining site employees is that y@annot claim a deduction for obtaining your first
machinery licence or ticket. For construction eoypks the example is the ‘cards’ require to work
on building sites, occupational health and safedytificates or other regulatory permits. For
security officers the example is the pre-vocatia@lrse you have to do to get your basic security
licence.

Note if you are caught with one of these neduttible expenses you can at least claim the$#&tof

the expenses as a deduction. That is $42 per sgpdfurther, if you are not working in the occigrafor
which you incurred an ongoing membership fee youardy claim the first $42 of the expense.

Transferred interstate for up to 3 years

If you are transferred interstate for less thame&ry it will be well worth negotiating a living awéom
home allowance as part of your package. This means employer can pay the rent on your
accommodation in your new location for the wholeiqu of time you are there, as an exempt fringe
benefit. Your employer does not have to pay FBAy go not have to pay tax on the allowance and the
amount does not affect your Centrelink entitlements

The same concessions apply to your food billup to 3 years too. The only difference is tingt 542
per adult and $21 per child under 12 years of &gapt an exempt benefit. You do not need to prese
your grocery bill each week, it can be based oastimate. For example you may present your groary
for the first week, your employer checks that tivsuld be a reasonable estimate of the cost and just
deducts from the amount $42 for each adult andf@2&ach child in your family. The balance camtie
paid to you as an exempt living away from homevedioce.

You do not have to continue to maintain a hahé¢he place you moved from as long as it is your
intention to return there. You can even receivé o your original home without having to redube t
amount of the exempt allowance. All you have toisl give your employer a declaration about your
normal residence, as outlined in MT 2030. Yountd necessarily have to continue to own or rent a
property back at your normal location to qualify.

While you are at it, be sure to package aliryelocation costs as these are also exempt ahdigmany
costs of buying and selling houses.

If you do rent out the family home, while yate away, and it is owned jointly with your spous@o
is unable to work while in the new location, youoshll consider utilising our salary sacrifice rental
property kit (details on our web site) to effectjvehift all the cash flow tax deductions on theperty
into your package as another exempt benefit, uthgeotherwise deductible rule.

Donations to politicians and political parties

On 239 June, 2006 the maximum threshold for tax deduetilitical donations, contributions or
membership fees was increased from $100 to $1,5Dfere are two thresholds, one for donations to
Political Parties and one for donations to indegemdPoliticians, both thresholds are $1,500. An
independent Politician is a candidate or a memb®&adiament that does not belong to or is endoksed
Political Party. So in theory you could claim up$3,000 in a year this way by contributing $1,56&
Political Party and $1,500 to an independent caridid Only donations in relation to candidates or
members of the State and Federal Parliament amei@ductible, it does not apply to Council elections

If you made a contribution between"22une and 30 June 2006 you can amend your 2006 return to
claim it.



Deductions for commission wage earners

The definition of what is considered a coseafning your income, is wider for employees whoages
are paid on a commission basis. TR98/6 is a rdbndReal Estate Agents but the concepts wouldyajapl
all wage earners whose income is based on commissiiorecognises expenses not directly related to
earning income would still be deductible becauszeths a prospect they will result in greater ineoim
future years. These sorts of expenses includertising properties, signs, letter box drops, spostsp,
property presentation costs, referral rewardss @iftd greeting cards.

Note even though taking someone out to luncluldv have the same benefit, it is specifically not
deductible because it is entertainment. Buyingntlaebeer would also be entertainment but buyingithe
gift of wine or beer that has not been openedhgy can take it home, is not considered entertamro
would be deductible as would any other gift.

Employees paying wages to their family

TR98/6 is a ruling for Real Estate Agents.retognises that even though the sales peopleade p
wages as an employee they are entitled to claiax @e¢duction for any wages they pay to family memmbe
for helping them. The family member must do sonmgtlsignificant, it is not enough to just answee th
phone and a diary of the hours worked must be k€pe wage must be at market rates. If the saesop
is paid at flat wage with no commission the rulehgubts that they would be entitled to this claint bu
invites the public to come forward and they wilhtlia test case to bring the matter before the €ourt

This concept does not just apply to Real EdAgients. It is applicable to all employees whoages are
on a commission basis. Section 26-35(1) says ywudeduct an amount of a payment you make or a
liability you incur, to a related entity. Sectid@1(1) ITAA 1997 states “You can deduct from your
assessable income any loss or outgoing to the tetan it is incurred in gaining or producing your
assessable income. This means that you do nottogaeve that the payment was actually made. Only
that the work was done therefore you have a lighib pay the family member. This is important whe
spouses run a joint bank account as it is diffitmiprove the money has actually been paid.

Ryan’s case decided in July 2004 by thelAgdlves us the opportunity to take this one stethér.

Dr Ryan ran a computer consulting company that eygal him and his wife. Ryan’s wife only performed
secretarial work for his company. She was paidoatmercial rates for the amount of time she spant o
company business. This was a relatively small arnbut much more was contributed to superannuation
on her behalf. The AAT found that Ryan was erditte a tax deduction for these superannuation
contributions.

It's never safe to dispose of records

In March the ATO released TD 2007/2, statimat in the case of carried forward losses recoedsl to
be kept for a lot longer than the record retenpeniod prescribed under income tax law. This a&3pli
whether the losses are from normal income or dapitaature. This may surprise property investoho
have carried forward capital losses and businesgbsarried forward revenue losses.

Losses are included in the income tax retomttie year they are incurred and carried forwartll u
offset.  In the case of business losses it mdaybedong before the losses are offset but cajotdes
require future capital gains to be offset so theyrtake quite a long time. TD 2007/2 states thabmds
must be kept until the expiry of the review per{og to 4 years) from the last tax return when thesés
are fully absorbed and even then it warns that fevl@eformal dispute arises in relation to a lossxpayer
should retain relevant records until any objectimn appeal in relation to a loss has been finally
determined”. The ruling goes on to point out ttiee ATO has the power to go beyond the time limits,
make a new assessment and put the onus of prokfdmato the taxpayer to prove the assessment is
excessive. So the real advice is you can nevesabe Ignore what you read in Taxpack, about only
needing to keep records for 5 years, you can’t oelyhat or any other statement by the ATO becatse,
ruling says: Taxpayers should have regard to tbwm particular circumstances in making any decision
whether or not to retain documents for longer piio

No this is not an April Fool’'s Joke.



The 50% education tax refund

There is no difference between the partigptaicies on the low income tax offset rates amel only
income tax rate difference in the next three yéathat Labor will delay the introduction of a lomp
marginal rate in order to finance a 50% Educatiar Refund.

For primary school age children the maximufand is $375 per child. To qualify the family muoss
eligible for Part A payment from Centrelink and Bapent $750 per child on education materials sisch
computers, internet, printers, education softwaik school text books.

Families with children in secondary school etso qualify for a refund of up to $750 per year ghild
if they spend $1,500 per child on education expease are eligible for Part A.

The exciting difference about this tax offgeif you do not have a high enough tax liability fully
utilise it they will pay you the amount instead.

Summary of Labor’s promises to watch for

The following is a list of the election promisesdaaby Rudd that may affect your financial decisions
over the next few years.

1) Provide a 50% refund of costs incurred on edunagixpenses. The maximum refund you can
receive will be $375 per primary school aged chitd $750 per high school aged child.

2) By the 2013/14 financial year reduce income taggab just 3 brackets — 15%, 30% and 40%

3) To maintain Howard government’s tax cuts promisethe May 2007 budget,

4) By 2010/11 taxpayers who earn less than $16,009qzerwill pay no tax and by 2012/13 taxpayers
who earn less than $20,000 per year will pay no tax

5) Increase the child care rebate from 30% to 50%jpeydt quarterly. The maximum rebate paid per
year per child will be increased to $7,500.

6) From F'July, 2008 donations to political parties will lnmger be tax deductible.

7) First home savers will only be taxed at 15% on iegshthey put into a home savings account. Up
to a limit of $5,000 per year. The tax applicaiolénterest on this account will be capped at 15%.

8) A tax offset will be available to landlords who tak insulation in their rental properties. Itnst
certain which financial year this will apply to st the moment the plans to insulate a rental
property should be delayed.

Depreciating a laptop provided by your employer

We used to call it double dipping. You askiyemployer to provide you with a laptop as paryadr
salary package. Your employer gets a full deduadiio the laptop in the year it is purchased andrBd is
payable providing you only receive one a year as & exempt fringe benefit. Then you can depteci
the laptop in your personal tax return up to théemixit is used for deductible purposes. Then the
depreciation law was re written and we were unstrether this little gap still existed.

In PBR 65239 the ATO has advised that the Bodlp is still on. All you need to do is buy agtap
and take the receipt to your employer. Ask youpleyer to reduce your gross wage by 10/11ths of the
price of the laptop and reimburse you for the éalst of the laptop. The other 1/1the employer will get
back in GST from the ATO. On top of getting 1M1df the purchase price paid by the ATO you do not
have to pay any income tax on the money used tatteiyaptop. You then keep a diary for 1 month to
work out the ratio of deductible to private usetlué laptop. You can then depreciate the GST andu
price of the laptop over 3 years after adjustingiie private use portion.

Let’'s assume the deductible use is 60% amdbiitop cost $3,300. Using the prime rate yoweatile
To claim $1,100 per full tax year less the privase of 40% so the deduction in your tax return ld/doe
$660. If you use the diminishing rate of deprecrathe amount you can claim as a tax deductiotinén
first full year would be $2,200 less the privatatjpm. But under the diminishing method the itIvidke
much longer than 3 years to write off the remairgagl00.



2008 Budget Cans Salary Sacrifice Trick

It looks like they will remove the otherwise detble rule for benefits provided in regard to jynt
owned assets (including shares and rental propgrtieThe original loop hole was created to avoid
problems faced by most couples when everything ipint names. It will be interesting to see hdwust
problem is solved so don’t go jumping ship just.ye&nother reason not to panic is that because this
arrangement was perfectly legal there will be rnoospective claw back. Those people who have dyrea
entered into such an arrangement can continue wodmtil 3% March 2009, by which time we should
know the details of the new law. | think we shob&lhappy that we got to make hay while the sumeho
It is quiet probable that as more people enterathre arrangement the government finally decidethke
action. | say finally because the test case wakOB8. It is much more palatable to us that therage
person gained this advantage while it was availakén though this is what contributed to its demibe
summary our advice is to continue until®3¥arch, 2009 in any arrangements you currently h&mew
the budget clearly gives you permission to do sb dan’'t enter into anymore until we see the new
legislation go through parliament and don’t holdiybreath for another loop hole, it is clearly thisk
that they are aiming to stop. In the meantime SM8if recourse borrowings are looking very attractiv
There is an article in our next edition summaridimg benefits and traps

2008 Budget Limits Laptop Benefit

Laptops, Personal Digital Assistants and Tools of fRde — From F' April 2009 you will not be able to
receive a these as an exempt fringe benefit uthessare used primarily for work purposes. Furtiner

double dip will be stamped out too ie claiming degation on this same laptop in your personal &xrn

if you do use it for work purposes. Though if ttem was purchased before™Blay, 2008 then you will
still get the deduction for the 2007/08 year.

Other 2008 Budget Announcements

Family Payments -Families where the high income earner has an indanexcess of $150,000 will no
longer qualify for Part B payment. Part B is ptadhe low income member of a couple if their paedo
income is low enough. In the case of sole pam@milfes Part B was paid regardless. Frohddly, 2009 it

is intended to widen the income definition for Gehbk purposes to include salary sacrificed
superannuation contributions and to add back afhtieely geared investment income. Froinliily, 2009
family payments will not be able to be receivedotiyh your tax return, they will only be able to be
claimed through Centrelink.

The $150,000 threshold will also apply to ttependant spouse tax offset which applies when the
spouse does not care for dependant children.

The baby bonus will be increased to $5,00enff™ July, 2008. From the*WJanuary, 2009 the bonus
will be paid over 13 weeks rather than in a lummsand to qualify a family’s combined family incorime
the six months after birth must be less than $1%,00
Other tax related issues from the budget that mightest readers include:

1) The ATO will set up a clearing house where ewpts can contribute their employee’s superannuatio
and the ATO will divvy it up to the funds the emydo chooses.

2) The seniors health care card income test wollv nnclude income that is salary sacrificed into
superannuation and superannuation payments froemeal tsource but it doesn’t look like it will incled
income from a pension fund.

3) The depreciation period for the cost of dep&lg inhouse computer software has been increased f
2.5 years to 4 years. Note the diminishing valethmod is not available for computer software ie any
expenses now incurred after"Blay, 2008 must now be depreciated at the primedh25% per year.

4) The entrepreneurs tax offset will now be incdested by examining the rest of the family’s ineom

5) They will be putting a stop to salary sacrifigiwages into superannuation in order to reduce you
income to qualify for the co contribution.

6) It is also intended to tighten up many of thg and Centrelink concessions that can be obtdiyed
redirecting wages through salary sacrifice or negagearing.



7) From the T July, 2008 the level of income at which a persdlhtigger the Medicare levy surcharge
will increase to $100,000 for singles and $150,fa0Gamilies.
Note the above does not include electrmmpses previously covered in November.

Higher Education

If your degree will improve your skills in ypgurrent job or increase your chances of promotith
your current employer you are entitled to claim ¢bsts associated with studying and attending Usitye
as a tax deduction.

HECS is not tax deductible, to a student, uwradgy circumstances. On the other hand if you db n
qualify for HECS you may qualify for FEE-HELP which basically the same as HECS in that it is a loan
to pay your University fees. Of course this onbypkes if your studies increase your chances ofmation
or improve your skills in your current job and t2@% loan fee loading is not claimable. Nevertheldss
may be that students who don’t qualify for HECS laetter off.

FEE-HELP just like HECS does not have to beaid until the student’s income reaches a certain
threshold. The deduction is allowable in the yiat the fee is paid to the University not the ydear
student repays the loan.

Reasonable Allowances update

If you receive an over time meal allowance in adaace with your award you are entitled to claim
costs you have incurred up to $23.60 per meah®r2008/09 financial year, without receipts, eveugh
the allowance you received would have been leshis amount is $22.60 for 2007/08 tax return yol wi
be lodging in the near future. Employee truck eirswho sleep away from home and receive an allogvan
are entitled to claim, without receipts, daily measkts, for the financial year ended"30une 2009 up to
$77.55 per day if their income is under $90,000 apdo $84.60 if their income is over $90,000. fw
2007/08 tax return the limit is $72.10 if they eanmder $84,251 and $78.65 if they earn over $84,ab1
without receipts. References TD 2007/21 and TD82I®

Summary of Labor’s promises to watch for

The following is a list of the election promisesdaeay Rudd that may affect your financial decisions
over the next few years.

9) Provide a 50% refund of costs incurred on edunaipenses. The maximum refund you can
receive will be $375 per primary school aged chitd $750 per high school aged child.

10)By the 2013/14 financial year reduce income taggab just 3 brackets — 15%, 30% and 40%

11)To maintain Howard government’s tax cuts promisethe May 2007 budget,

12)By 2010/11 taxpayers who earn less than $16,009gzarwill pay no tax and by 2012/13 taxpayers
who earn less than $20,000 per year will pay no tax

13)Increase the child care rebate from 30% to 50%jpaydt quarterly. The maximum rebate paid per
year per child will be increased to $7,500.

14)From ' July, 2008 donations to political parties will lmmger be tax deductible.

15)First home savers will only be taxed at 15% on iegsithey put into a home savings account. Up
to a limit of $5,000 per year. The tax applicalolénterest on this account will be capped at 15%.

16)A tax offset will be available to landlords who tak insulation in their rental properties. ltist
certain which financial year this will apply to abthe moment the plans to insulate a rental
property should be delayed.

Work Related Tax Deductions

The ATO has issued bulletins covering work relateghbenses for Miners, Construction workers,
Security workers and people in the fitness andtsmpindustries. Most of the points Newsflash exad
would already be aware of.

The bulletins address the question of whetheroving your skills is deductible. There aresavftraps
to watch out for.



3) Whether you have incurred the cost at a time toky éabe a cost of earning your income. In other
words you did the course to get the job rather thgrove your skills in the job. Examples of this
would be induction certificates to start work i tmining industry or costs of studying to obtain
gualifications to be a pilot while you are workiag a sales rep. Don’t be bluffed here, there is
nothing wrong with claiming expenses to improveyskills to obtain a promotion in your current
line of work.

4) Initial costs for qualifications are not deduatiblMany professional associations have a cost to
become a member and then an annual fee. Onlyntheahfee is deductible. An example given in
the bulletin for mining site employees is that yannot claim a deduction for obtaining your first
machinery licence or ticket. For construction emypkes the example is the ‘cards’ require to work
on building sites, occupational health and safetyificates or other regulatory permits. For
security officers the example is the pre-vocatia@malrse you have to do to get your basic security
licence.

Note if you are caught with one of these neduttible expenses you can at least claim the$#&tof

the expenses as a deduction. That is $42 per sgpdfurther, if you are not working in the occigrafor
which you incurred an ongoing membership fee youardy claim the first $42 of the expense.

Buck Stops With Taxpayer

It seems everyone else can make mistakes eteoggayers. The Australian taxation system istam
self assessment, that is taxpayers when lodgingititteme tax returns declare that they are coraetaw,
even though the highest courts in the land hawgbteodeciding just how that law works. Based ochsa
faulty premise it is not surprising there is liflesstice in our taxation system.

In Zhu v FCT the taxpayer was fined 25% @f thax shortfall because the ATO considered himaieh
failed to take reasonable care when preparingriisnne tax return. The taxpayer simply filled is bax
return with the information provided to him by Employer as per his PAYG summary. It appears there
was an error in the PAYG summary and the taxpalgspite only immigrating to Australia in the prevso
year and still experiencing language difficultié®sld have realised the amount was incorrect. ANE
upheld the ATO’s approach, claiming that the taxgoegiled to discharge his burden of proving theCAT
incorrect.

The taxpayer still believes the amount onRA& G summary was correct but the ATO chose to belie
a spreadsheet provided by his employer’s soliatar the taxpayer. Strangely enough the amoutaof
deducted by the employer was only enough to cdwemtcome shown on the original PAYG summary and
the spreadsheet only materialised when the ATOtedidhe employer’s records. But we all know that n
one would dare exploit their new immigrant empls/ee

Repaying Workers Compensation Payments

Many years ago we published an article adgiseaders that if they had paid tax on income thtgr
had to repay they could amend the previous yeax'seturns to remove that income. This is no lorige
case for workers compensation payments sectiorf 8edl997 ITAA which allows income that has to be
repaid to not be considered taxable income andifsaly excludes payments for compensation or
damages for a wrong or injury you suffered in yoocupation. The logics behind this being thatttheis
taken into account when the amount of compensaioalculated.

Nevertheless if you are required to repajalidex income from Centrelink or your employer, don’t
forget to amend the tax return for the year yogioélly received the income, to remove the amoumit y
have to repay.

When You Can Claim Super, Has Changed
A little realised trap created by the chanigesuperannuation means that people who have osiyadl
wages income say less than $450 or because yaindez 18 and work less than 30 hours a week or you
are over 70. Note from®1July, 2007 you may (subject to all the normal tations) qualify for a tax



deduction for superannuation contributions you mikéney are made before 28 days after youl' 75
birthday.

Can still not claim their superannuation cimittions unless they satisfy the 10% rule. Thidus to a
change in the wording of the legislation so justéhese you could claim last year doesn’t mean ydibei
able to this year.

For example if you are on a low wages incorhiess than $450 per month but have, say, a $35,000
capital gain you cannot get a tax deduction for emoney you put into superannuation even though your
employer is not required to contribute for you, diese more than 10% of your income is from wagesn ev
though those wages do not attract employer supesadiom contributions. The best you can do in this
situation is to ask your employer to salary samgifyour earnings into superannuation.

The Catch with No Deposit No Interest Terms

Most readers will be aware that if they don’t pdiytbe loan within the prescribed time they will be
charged an extortionate interest rate. But did ngalise that in some cases the repayment amounarg
given will not pay the amount of your purchase witthe term so you will have to make a large paynagn
the end of the term or cop the high interest rates.

Details on the Education Tax Refund

If you are considering buying a computer for youildren for Christmas, don't forget to keep the
receipt. The Education tax refund will apply touy@009 income tax return so it covers any qualdyi
expenditure since®1July, 2008. It also covers text books so keegaheceipts in January when you send
them back to school. The details are as follows:

- The refund is 50% of the amount spent

- The maximum refund for each primary school chil#335 ($750 expended)

- The maximum refund for each secondary school stude&¥50 ($1,500 expended)

- If you do not have to lodge a tax return the tdumd can be claimed by lodging a form with the ATO
- Only Parents who qualify for Centrelink’s FamilyxTBenefit or who'’s children received Youth

Allowance, a Disability Support pension or ABSTURIing Allowance will qualify.

- Expenditure on computers, internet connection teré) educational software, school related trade
tools, text books and stationery qualifies.

We recommend that you keep a diary on the coen@nd internet use for one month. The diarykho
show the percentage of education related use cauparthe total use. There is nothing yet speuifia
diary must be kept but we would be very surprigede eventual application forms don’t require scsoe
of apportionment.

If your expenditure in a given year excedasmaximum amount then the balance can be carvied o
to the next financial year.

Donations to the Bushfire Victims

Don't forget to get a receipt so that you ediord to give more because it will be tax deduetibTo
check whether the fund you are donating to qualifie a tax deductible gift recipient you can go to
http://www.abn.business.gov.au/(elgcvvrgOokfaf4&digs)/main.aspx
The ATO has announced that you can clainroul0d in bucket donations without a receipt.

Results of High Court Challenge to your $900

The high court has ruled that the $900 stimplskage was valid. Seven judges considered tleearab
the majority decided it was valid but the fact sojndges did not show that this was not just a mdea
case and just how complex our laws have becomene&ois what you should be receiving.

Tax Bonus for Working Australians — If in your 2008 tax return you paid tax after tardits and offsets
were taken into account and your taxable income wraler $100,000 you qualify. Note paying tax does
not mean you received a tax bill from the ATO agsult of lodging your 2008 tax return. Tax deeédct
from your wages or PAYG instalments may have cavéhne tax and you even ended up with a refund of
some of the tax you had paid during the year. ofig las you did not get back all of the tax you mhidng

"$



the year you will qualify. To qualify for the fu$900 your taxable income for 2008 must be $80&00
less. If your taxable income is between $80,00d $80,000 you will get $600. Between $90,001 and
$100,000 only $250. You will receive the paymenthe same way you received your tax refund or tax
bill for your 2008 tax return. You will not quajifor this payment if you do not lodge your 2008 taturn

by 3d" June, 2009.

Single Income Family Bonus - you qualify for Part B payment on 3rd Februa2909, from Centrelink
then you will qualify for $900 which will be paidhtio the same account as your Part B payment. uf yo
have opted to receive your Part B payment at tideoéthe year when you know your taxable incomethe
you will not receive this bonus until you lodge y@009 income tax return.

Farmer’'s Hardship Bonus — This is a $950 payment to farmers and rural-depsndmall business
owners who on '8 February, 2009 were receiving any of the followpayments:

Exceptional Circumstances Relief  Interim Income [@up Transitional Income Support

Farm Help Income Support.

It will be paid through Centrelink into the accotinat the above payments are made.

Back to School Bonus -This applies to each eligible school age child lsetw4 and 18 on"3February,
20009 if their family qualifies for Part A from Centink and will be paid into the same account asRiart

A payments.

Training and Learning Bonus —A $950 bonus is payable to recipients of Youth Almce, Austudy and
Abstudy. Recipients of Sickness Allowance and &béenefit can also qualify if they return to edtion

or training. The Education Entry Payment has lirereased by $950 for income support recipients who
return to study between January 2009 arfdlBthe 2010.

Useful Rates for the 2009/2010 Financial Year

Maximum income at which people of age pension ag® ¢hot have to pay tax or Medicare:

Singles  $29,867 Each Member of a Couple25,880

Threshold at which Medicare Surcharge will be payale if you do not have private health Insurance:
Singles $70,000  Family (includes non custoo@ents contributing to a child’s maintenance3&000
Amount of passive income a minor can have without gying tax providing they have no other
income: $3,000.00

Tax Thresholds:
0 - 6,000 0% 6,00t 35,000 15% 35,001 - 80,000 30%
80,001 - 180,000 38% 180,001 + 45%

Tax Offset - Amount of offset $1,350 No Tax payable if ina@only $15,000
Truck Drivers Reasonable Meal Allowance —no substantiation required if employer pays alloeea
Salary below $93,601 $82.05 Above $93,600 $89.R@ference TD 2009/15
Overtime Meal Allowance— Maximum amount you can claim without receiptgdti receive an overtime
meal allowance: $24.95 Reference TDO20B
FBT Interest Rate —5.85% Applicable to employee loans and notional calcalatof interest on car
provided to an employee. For the FBT yeaipril, 2009 to 3% March, 2010. Reference TD 2009/16
Div 7A Loans - 5.75%reference TD 2009/10
Improvements to Pre 1985 Assets ¥ou can spend up to $124,258 in 2009/10 improeimpge 1985 asset
without having the improvement classed as a sepgrast 1985 asset but note the construction of a
building on pre 1985 land will always be consideacskparate asset. Reference TD 2009/12
Luxury Car Limit - $57,180 same as for the 2008/09 financial yeafer@ace TD 2009.13
Investment Allowance Key Points - The following only applies to businesses that havernover of less
than $2 million

1) 50% of the amount spent if entered into the cohtratore 31 December, 2009 and installed ready

for use by 31 December 2010

2) Must spend more than $1,000

3) All amounts are net of GST if you are entitled lmm GST

4) Purchases after 3December, 2009 will only qualify for 10%

5) Land, buildings, computer software ameliectual property do not qualify.

6) Batches of identical items or items tioatn part of a set, can be added together to [ass t
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threshold and identical items acquired beford B&cember 2009 can be added to those purchased
after that period to see if the threshold has Ipeessed. Though then only 10% will apply.
7) You must purchase a new asset or newoivepents to a current asset.
8) The asset must, at the time it stadoktused in the business, be principally usedustralia to
carry on a business.
These are the basics. The issue is covered inl detair year end tax strategies booklet for 2009.

Education Tax Offset

Please remember to bring your receipts with, yor any expenses you have incurred for yourd&hil
education, when you do your tax return. Expensatsdount towards the offset are:
Laptops, Printers, USB flash drives and Computeskiding repairs and associated running costs.
Computer software, Internet Connection and Ongteaeg.
Text books, study guides and stationery.
Tools required for school based apprenticeshipst-etherwise tax deductible.
Surprising exclusions from the list are school fesscursions, tutoring costs, library fees and ecibj
levies.
If you have more receipts than you need f@ year, don’t discard them as they can be usetlyeax.
If the expenditure for one of your children is ovlee limit this overflow can be used against timaitlifor
another one of your children. The maximum amounéxpenses that you can claim for each primary
school child is $750 and secondary school $1,309our child has gone from primary to secondaryimlyl
the financial year you are entitled to the high&/5$0. But if the child finished school at the esfdast
year you will only be entitled to half the amoumhe offset means you will get half of the expenditu
amount back. This is achieved by either reducimgr yax payable for the year or by a refund chespre
to you if you have no tax liability for the year.
Note if you are an independent student undeyezss of age you may qualify to claim the educatio
offset for yourself, if you are receiving certaypés of government assistance.

Medicare Levy Surcharge

Readers are by now probably well aware thdbg as you contribute to the support of yourdlilen,
even if they don't live with you, they are consieléryour dependant. This means you are entitleétieo
family threshold for the purposes of the Medicavec8arge, which is a combined income of $140,000 fo
the 2009 financial year and the 2010 financial yearstep child can also be included as your degenid
you contribute to its care, for example provide sedimod, shelter etc. This means that if your sp@us
child primarily lives with its other parent but itsyour home on weekends it is still consideredrychild
for the purposes of the surcharge.

To avoid the surcharge all your dependantst rhascovered by private hospital cover. They don'’t
necessarily have to be covered under your polisygavered. So if you are a high income earnasiciyl
along on single hospital cover to avoid the surgldiut considering that cohabitation commitmengar
partner hasn’'t gone home for a while, don't just geuples cover if they have children. You willede
family cover unless the children are covered byrtbiner parent’s health insurance. There is rwrpta,
unless all your dependants are covered, there examption at all from the surcharge. Of coursgoif
have children of your own then you also need toehawily cover to avoid the surcharge even if yeu r
single and they don't live with you but you contrib to their maintenance.

Medicare Levy Surcharge

Unlike the Medicare levy, which just applies to ydaxable income, the surcharge applies to your
taxable income and reportable fringe benefits.thim 2009/10 year it will also apply to your repbita
superannuation contributions and total net investriasses. In both these years the threshold miwvthe
surcharge will be payable, if you do not have pgeviaospital cover, is $70,000 for singles and $1@0,
(plus $1,500 for each child after the first) fouptes.



If your income exceeds the threshold the gmuliable for the surcharge on a pro rata basievery
day you are not covered. So generally taking ovape cover during the year will only reduce theoamt
of surcharge you have to pay. You would have tehaivate hospital cover from thé July through to
the 3" June to completely avoid the surcharge. Howeugigue to the 2008/09 financial year is a
concession to compensate for Parliament takingsg o pass the new thresholds. If you obtainedcje
hospital insurance before thé&' January, 2009 and continued to hold it you wilt be liable for the
surcharge.

If you are single and with no dependants foly @art of the year, for example you enter or exit
relationship, then only your income is tested asgfaihe threshold. Yet you are still entitled te tiigher
threshold for the days you were not single. Fanegle your income is $100,000 and you do not have
private health insurance but your were part of apt® for a quarter of the year. Then you will obky
liable for three quarters of the surcharge regasdtd your partner’s income.

Reportable Superannuation Contributions

Reportable super contributions are going tonbkided as part of your income for the following:

- the Medicare levy surcharge threshold calculation

- the Medicare levy surcharge (lump sum paymentrigaas) tax offset

- all dependent tax offsets

- the senior Australian tax offset

- the pensioner tax offset

- the Higher Education Loan Programme and Studemtri€ial Supplement Scheme repayments.
Before a superannuation contribution can even Isider reportable it must have been claimed ax a ta
deduction either by you or your employer.

Any superannuation contributions you make fourgelf that you qualify for a tax deduction forn)lvee
added back to your income when the definition @bme for that particular threshold includes refdadega
benefits.

If you are an employee your reportable suparation contributions will be any your employer raak
for you over and above the following:

- The 9% required under the guarantee
- An amount required to be paid by an industrial agrent
- Required by the trust deed or governing rules sxiger fund
- Required by a federal, state or territory law
In other words if you salary sacrifice into supewill now be a reportable superannuation contidyut

Note this only applies froml1st July, 2009 st mot flow through for a while yet but employensay
need to adjust their record keeping to have theessagy information available when they prepare next
year's PAYG summary.

Taxpayers that qualify to claim a tax deduttio their personal tax return (generally self emypld or
retirees under 75 years of age) will also have dlediuction added back to their income in a simvlay to
the reportable super amount for an employee. Tiseme concession for the 9% guarantee etc buhen t
other hand their personal contributions will notdaieled back when testing the thresholds for:

- the mature age worker tax offset

- the spouse super contributions tax offset

- super co-contributions

- deductions for personal super contributions.
If you are a Centrelink customer, your reportakipes contributions will be included in your income
to work out if you are eligible to receive cert@entrelink benefits.

How the ATO Calculate Your PAYG Variation

When you lodge a PAYG variation form with tA& O they calculate the amount of tax that you
should pay over the whole year on the amount adrme you have told them you will have. They
then deduct from this the tax you have paid saher year, this could be zero if you have put your
application in before®*1July. The ATO then divides the remaining tax énis to collect from you by



the number of pay periods left in the year. ThHegntwork out what percentage this amount is of your
monthly, fortnightly or weekly pay then write toyoemployer and say that you have a flat tax rate o
this percentage.

Redundancy

The maximum tax free redundancy payment yanu receive in the 2009/10 financial year is $7,732
plus $3,867 for every full year of employment. ytfu are self employed but have to close your compan
because you lost the contract for the work you weEngorming you could also qualify for these tagefr
amounts but the amount paid must be along the lreshat would be paid if it was an arm’s length
arrangement.

The redundancy in both cases must be gemeliipaur job no longer exists. The tax free portdrihe
redundancy payment is also not considered exenaptria so it does not reduce any carried forward loss
that may result this year.

If you find another job before the end of fimancial year note that your current PAYG variatiwon't
apply to your new employer so you will have to pplg. If you don’t normally lodge a PAYG variation
this maybe the time to do it if cash flow has gdiitaight while you were unemployed. Even if yoon't
normally get a big refund at the end of the finahgear a period of unemployment could result ie so
you want to get your hands on the money as sopossble.

Whatever you do don’t go reducing deductidebt with your redundancy payment. If it takeshalev
to find a new job and you end up having to drawftimels back out for living expenses then part efldan
will become non deductible. The redundancy paymeriest directed towards non deductible debt or
placed in an offset account.

What is Included in the Medicare Surcharge Threshal

From 1st July, 2009 if your income for Medic&@archarge purposes is over $70,000 for singles and
$140,000 for families plus $1,500 for every chilfen the first, then you will be subject to the 1%
surcharge on your taxable income and reportabigdrbenefits. Note it is 1% of your taxable inccane
reportable fringe benefits even though other sauafe'income” are taken into account to decideatiy
have exceeded the threshold. As a result youbteaxacome and reportable fringe benefits may drdy
$60,000 but you still exceed the surcharge becati$i5,000 in investment losses. Nevertheless your
surcharge will only be $600, 1% of $60,000.

Your income for surcharge purposes inclugesr taxable income, reportable fringe benefits,
reportable superannuation contributions (as diszigs Newsflash 194), and net investment losses. Th
latter referring to all your investments whethegytibe losses or profitable, being added togetherozhy
added back for surcharge purpose if the net retittem combined is a loss.

Negotiating Your Salary Package?

The following are some important points to sider when negotiating the superannuation portion o
your package.

People 50 and over (up to 75 if satisfy kvtast) can put $50,000 a year into superannudtidgrif
they earn more than 10% of their income from empieyt then they are not entitled to claim the deadaoct
in their personal tax returns. This means theytrask their employer to reduce their pay and pirtd a
super fund for them — before tax. The employet thién get a tax deduction for the contributiont jas
they would have for the wages. Note the $50,0Q@a limit is from all sources so it includes @b
guarantee already paid and contributions from mleltemployers are added together. Fréhduly, 2011
people over 50 will only be able to contribute &) per year into super but we are hoping by then t
government will be back on the stop spending and bandwagon so they will up the limits

People under 50 can put $25,000 a year into supeadion but if they earn more than 10% of their
income from employment then they are not entitedlaim the deduction in their personal tax returns
This means they must ask their employer to redueie pay and put it into a super fund for them fole
tax. The employer will then get a tax deductiontfee contribution just as they would have for weges.
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Note the $25,000 a year limit is from all sourcestsncludes the 9% guarantee already paid and
contributions from multiple employers are addecketbgr.

Before a superannuation contribution cameéyaconsider reportable it must have been clainseal
tax deduction either by you or your employer. Tdiowing only applies to employees. Reportable
superannuation contributions will be any your emgptamakes for you over and above the following:

- The 9% required under the guarantee

- An amount required to be paid by an industrial agrent

- Required by the trust deed or governing rules sxiger fund

- Required by a federal, state or territory law
In other words if you salary sacrifice into supewill now be a reportable superannuation contrdmt
unless of course you can get it through as paahahdustrial agreement.

Reportable super contributions are goingetanicluded as part of the income test for the foithg:

- the Medicare levy surcharge threshold calculation

- the Medicare levy surcharge (lump sum paymentrigaas) tax offset

- all dependent tax offsets

- the senior Australian tax offset

- the pensioner tax offset

- the Higher Education Loan Programme and Studermtri€ial Supplement Scheme repayments.

- For Centrelink customers, the reportable supetritmions will be included in the income test
to receive certain benefits
Note this applies from 1st July, 200

Caution — employers are entitled to use gaacrificed contributions to reduce their obligas under
the super guarantee so any agreement has to citatdythat the employer will still put in the 9%.

What Is In and What Is Out Now for Tax Offsets

From the ¥ July, 2009 many income thresholds for tax conoassiwill include your reportable
superannuation contributions and require your fdotses to be added back. Reportable superaonuati
contributions are explained in Newsflash 194.

Mature Age Worker Tax Offset - Up to $500 if your are over 55 years of age ditidisorking. Your net
income from working (either as an employee or isibess) needs to be under $63,000, this includes
reportable fringe benefits, reportable employeresapnuation contributions (this is usually the antowu
have salary sacrificed) but does not include angsipa income or termination payments and can be
reduced by work or business related deductions

The Senior Australian Tax Offset —You must be of age pension age and have a “relrateime under
the threshold released each year. Your rebatemace your taxable income plus any personal
superannuation contributions you make and youmwesstment losses will be added back.

HELP, Hecs Etc —The income that will be applied to the threshold/asir taxable income plus your
reportable fringe benefits and reportable superationi contributions, you will also need to add bgolar

net investment losses and exempt foreign income.

Child Support — Reportable superannuation contributions will nowiliuded in your income for child
support purposes.

Co Contribution

To qualify for a government co contributionr fpour undeducted superannuation contribution your
assessable income needs to be under $61,920nthisais indexed each year. The maximum undeducted
contribution that the co contribution can applyisds1,000. The government has set the co conioitbut
rates for at least the next 6 years as follows:

2009/10, 2010/11 and 2011/12 — The governmentraalich you dollar for dollar up to a maximum of
$1,000
2012/13 and 2013/14 — The government will matchr ylmllar with $1.25 up to a maximum of $1,250
2014/15 and following — The government will matauydollar with $1.50 up to a maximum of $1,500
Neither your contribution nor the governmentii be subject to the 15% contributions tax.
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Saving Tax on Your Investment Property — The Book

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

Combining Noel Whittaker’'s easy reading style witllia Hartman’s mind numbing attention to detaiswa
a major challenge which ran way over schedule toigtfinished, printed, and in the book stores.uYan
also purchase it online by going teww.bantacs.com.au/property.phpphe cost is $29.95 plus $5.95
postage — tax deductible of course!

Ask BAN TACS

For $39.95 you can have your questions regardirgt&asains Tax, Rental Properties and Work Related
Expenses answered. For your Accountant, we wdllioe ATO references to support our conclusiorst Ju
go towww.bantacs.com.aand look for the Ask Bantacs link under ‘Most Plagpuon the home page.

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.
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