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Welcome to the BAN TACS News Flash
Our aim is to provide short but succinct updates on tax issues that maybe of interest to our clients

Column By Noel Whittaker

It's well known that paying off your non deductilileusing loan should be one of your first priostibut |
am continually receiving questions about the best t@ pay off investment loans where the intereshx
deductible.

The decision is an easy one if you have bdtbwsing loan and an investment loan, becauseteolf
deductibility of the interest on the housing loaeans that the real cost of the payment could lmeuah as
twice that on the investment loan - the formeraglgrom after tax dollars and the latter is pawhi pre
tax dollars. Without question, keep your investtrieans on an interest only basis until that non
deductible housing loan is out of the way.

Once you've reached the stage where the hglsam is paid off, you then have to decide between
making principal and interest (P&I) repayments wahidgll see the loan reduce each month, or using
interest only where the balance never reducesh 8oategies have merits.

If you are trying to create a safety cushionyfourself and also put yourself in a position vehgou
want to buy more investment assets a P & | loangeod way to start. Every month your equity is
building as the loan reduces, and you are alsagiyourself a good safety cushion against ratasgris
Then, as your equity builds, you can borrow for ensinares or property.

However, if you are 45 or more, a much betteategy may be to leave the loan on an interdgt on
basis, and salary sacrifice as much as you cardafito superannuation. This will create additichiads
in superannuation that can be withdrawn tax-fresgat60 to pay off the investment loan. In themigze,
you get to enjoy the benefits of the tax breaksexfative gearing.

Noel Whittaker is a proper authority holder for \t¢dker Macnaught Pty Ltd - licensed dealer in séesr
ABN 96 009 793 971. Reg office address is L22, RdlBlaide Street, Brisbane 4000
David Thompson from Whittaker Macnaught isregularly availableto see clientsin our office.



2008 A Year For Major Changes To Our Web Site

We have added lots more useful informationuoweb site. There is now so much on there, tp hel
property investors. We have created a new paginéon where they can see at a glance all the dnags t
will interest them. This page is also availabl@lace on host web sites to link the host’s cliehtsctly to
our information. This will solve the problem ofdgng our material on other web sites up to daimw
to some of our new stuff:

Shopping — You can now purchase Julia and Noelssl@ok online — Saving Tax On Your Investment
Property. Orders are being taken now fdivelgy late May, more about this in our next
edition of Newsflash
The Rental Property Salary Sacrificing kihamow be ordered and paid for on line

Ask BAN TACS - For $39.95 you can have your questicegarding Capital Gains Tax, Rental Properties

and Work RelatecpErses answered. If the answer may be questigngolubp
Accountant we wiiltlude references to support our conclusion.

Notice Board — With the permission of the persskireg the question we remove any identifying dstail
and post it on our notim@rd. So this is always worth checking out befmu ask or
just for interest’s sadach time you visit the site.

Number Cruncher - Soon to come to the web sitebgila number cruncher that will help you evaluate

whether to buy or seteatal property. This is an automated versiothefevaluating a
rental propertpltalready on the web site and the formula coverethapter 15 of
Julia and Noelsol. For $9.99 you can use the number crunchex foonth to
calculate unlindterhat if analysis. For example what is the afgreffect of interest

rates going up another ¥z percent or the ptppeing vacant for a month.

Note all items purchased from the BAN TACS web aitetax deductible, a tax invoice will be e-mailed

Wash Sales

It's that time of year again when the tax adfistarts warning about year end tax strategiégy hiave
just released TA 2008/7 warning taxpayers notyt@id sell off shares where they have made a ¢apita
loss so they can offset it against a capital g#tins ok to do this if you just want to offloadetlshares but
they brand it as a scheme with the dominant purpbadax benefit (Part IVA) if you continue to
effectively hold the shares. For example buy tlsér@ight back again or sell them to a trust your@bn

| have particular trouble with this attitudecause the taxpayer is making a simple choice andVPA
is not supposed to interfere with taxpayers singhlyosing a course of action that is readily opetiéon.
The ATO uses its usually elusive naughty thoughgsiment. The scheme is supposed to be, thinking
about, maybe even discussing future purchase puitbsa broker, selling the shares to trigger thpital
loss, with thoughts of buying them back. This staulike, to borrow a concept from Hart's case, lvanw
any rational person not consider this benefit?

Anyway just to make sure no one triggersehesughty thoughts they rant and rave about wiegt th
will do to “promoters” that dare suggest such naudioughts to their clients. So | won’t say muchre
other than such bullying tactics seem to appeaulings they don’'t want to have to prove in the teu
There has been a case the ATO won where the sharedransferred to a trust in a very dodgy fashion

The example they use in the Alert is selliogtyshares after checking with your adviser thatghce is
unlikely to go up overnight and buying them back tiext day.

Taxi Drivers
The ATO uses an industry average earningpat&ilometre to review taxi earnings. In 200yoi
declared gross income that was less than $1.1Kilperetre you may be reviewed by the ATO to see if
you are declaring all your income. Trouble is$dr10 to be the national average many people hbd to
less than that, so don’t be bullied, just make sote record keeping leaves nothing to be desired.
TR 2006/11 contains the ATO'’s guidelines for reckeeping for Taxi Drivers.

FBT Benchmark Interest Rate

For the FBT year*1April, 2008 to 3 March 2009 the benchmark interest rates for engaldgans and
car benefits calculated on an operating cost metitbthe 9%.



PAY G Instalment Variations

Anyone who has, during this year, varied tite of tax instalments their employer deducts ftheir
wages, will in the next few weeks receive a pap@yof the 2009 variation form in the mail.

At the end of April the ATO will make an etemnic version available on their web site
www.ato.gov.au The ATO will not begin processing these variasiaintil the 18 May.

Teachers

Interested in a bit of overseas travel? Intea v FC of T 2008 AATA 281, the AAT allowed a Thaar
a deduction for 75% of his overseas travel costs sf education expenses. Lenten and his vafteted
to historical places of interest in Asia, the UKdaBurope. There were no professional conferences o
lectures or visits to educational institutions whiin the trip which was made up of package toudssaif-
guided expeditions. The AAT accepted that the reipted to him being appointed to the positiomedd
of the Studies of Society and the Environment Rgcuas the basis of some assignments he prepared f
the school and had directly contributed to his @ssfonal skill and knowledge. Though 25% of thstxo
associated with the trip were not deductible beeafishe recreational character of the travel.

Changesto the Tax Treatment of Overseas Tax Creditsand
L 0sses

From ' July, 2008 foreign losses and tax credits wiltfeated differently. Foreign losses will be able
to be offset against Australian income. If youd&#&wreign losses carried over from previous yearsgan
offset these against Australian income but if ymiaffsetting more than $10,000 there are resbristi

You can only use foreign tax credits to offtbet Australian tax payable on the same incomey, the
cannot be used to offset tax on other income agy ¢annot be carried forward to offset in the fatulo
work out how much of the offset you are allowedise (the offset cap) you can consider the foreign
income that generated the credit to be your lastegof income for the year; in other words, sultjethe
highest rate of tax that applies to your income.

The offset of foreign tax credits only appliegou have the income included in your tax retufirnis is
not good in the case of capital gains. You mayehaade a capital gain overseas but when you inéude
in your Australian tax return it may be completefiset by capital losses. In this case you will be
entitled to an offset for your foreign tax creditsor the purposes of the tax return foreign chpains are
recorded with all other capital gains, not as fgmancome.

Any foreign tax credits that you may have iearforward from the last five years of the olddign tax
system can also be used to offset Australian tafo@ign income if the current year foreign takeiss than
the cap (i.e. the tax paid overseas is less traariount calculated to apply to the same income in
Australia). Unlike foreign tax credits for foreigax paid after 30 June 2008, these old unutilcssrded
forward tax credits can continue to be carried &ndv

For example, you may have Australian incom@5éf,000 and foreign income of $10,000. The fareig
income comes with $4,000 in tax credits but, beeaus are only in the 30% tax bracket, the taxhen t
$10,000 is only $3,000 so that is all you are afidwo utilise from your foreign tax credit. Thetrés lost
forever. On the other hand, if you were in the 4@%bracket you would be able to fully utilise ttredit.

Our overseas booklet has now been updatecthada this information but the old laws will conteto
appear in the booklet until at leasf™Iune, 2009 to assist readers in preparing théi 2come tax
returns.

Taxpayers caught by the ATO going back for More!

The tax office has felt the need to releasevgp@yers Alert (TA2008/6) to warn taxpayers of an
arrangement being offered to people with tax ddbesto the ATO disallowing a previous tax schenay th
were involved in.

Got to feel a little sorry for these taxpayehey are probably being charged interest aty&886 by
the ATO and so desperate to get themselves oteahess that they are prepared to give anothensche
go. The scheme generates a tax deduction in thentwear, that offsets the tax debt, yet theodytocket
cost to the taxpayer is less than the debt to {h@.A



Seminars
Property Related:

26th May, 2008 — Plum Property Seminar - Capitalv@n The formula for Successful Investing
6.45 for 7pm start till 9pm Skees Julia Hartman and
Karen McGlinchey Solicitor & Berys Agent Ph 02 9518 1617
Wyndham Suites, Cnr WentwortlG&ulbourn Streets, Sydney
3 June, 2008 — Mini Property Expo — Mittagong RS156pm. A chance to ask questions of our panel of
experts and a pngésation on what to look for when investing in
property. Julia will be one of the akers and on the panel.
Tuesday 18 June, 2008 — Tax Implications for Buy and Holddstors. 6pm to 9pm
No cost and food and drinks are provided
RSVP 8 June, 200&aty@juresicfinance.com.27 3899 8066
Juresic Group Offices, 9 Godwin StreetljiBba Qld
Tuesday 1% July, 2008 — Tax Implications for Small Propertgu@lopers. 6pm to 9pm
No cost and food and drinks are provided
RSVP 11 July, 2008&aty@juresicfinance.com.27 3899 8066
Juresic Group Offices, 9 Godwin StreetljiBba Qld
Tuesday 18 September, 2008 — A Forum with Julia Hartman —éHéour Questions Answered
6pm to 9pm 6pm to 9pm No cost and faod drinks are provided
RSVP 12Septembe, 2008aty@juresicfinance.com.7 3899 8066
Juresic Group Offices, 9 God8ireet, Bulimba QId

Claim Your Trip Around Australia As A Tax Deduction
Saturday 1% July, 2008 — 10am On the Sunshine Coast with NanBaries

WhereisJulia?

In Nowra and Sydney areas for the month of May.June she will be heading north for the winter but
starting off rather frostily by visiting our newffe in Moss Vale.

4™ June to 19 June — Don't forget the Brisbane Caravan and Cagnghow. Barry from Workabout
Australia will have a stand at the show and begmtisg some seminars. Julia will be on Barry'sidta
some of the time. Drop her an e-mail on when ymoktyou will be there and she will try and catgh u

Back Issues & Booklets

To obtain free back issues of the fortnightly BARJS Newsflash or any of the following booklets visi
our web site onvww.bantacs.com.atyou can also subscribe to our Newsflash reminder.

Alienation of Personal Services Income Buying ariass Capital Gains Tax
Claiming Your Trip Around Australia Claimable Laan Claiming Motor Vehicles
Death and Taxes Defence Forces [Military] Divisids
Divorce FBT for PBI's including Hospitals  Fringe mafits Tax
Year End Tax Strategies How Not to be a Developer GST

Investors Key Performance Indicators Overseas
Overseas Backpacker Fruit Pickers Wage Earners Estdte Agents
Rental Properties Subcontractors Miners

Secret Plans and Clever Tricks Selling a Business mallBusiness
Teachers

Disclaimer:

Please note in many cases the legislation refeoretbove has only just passed through parliament.
The full effect is not clear yet but it is alreaggcessary to make you aware of the ramificatiospitethe
limited commentary available. On the other sidéhefcoin by the time you read this information ayrbe
out of date. The information is presented in sunyriarm and intended only to draw your attention to
issues you should further discuss with your acanintPlease do not act on this information without
further consultation. We disclaim any responsipifitir actions taken on the above without furtheviesl
as to your particular circumstances.



