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Welcome to the BAN TACS News Flash Our aim is to provide short but succinct updates on all tax issues

Column by Noel Whittaker

Now is the perfect time to decide whether you camsh your finances by the clever use of salaryifsaer In its simplest
form all it takes is for your employer to pay paftyour gross salary into superannuation insteagiwifig it to you. It's a great
way of saving tax because salary sacrificed coutidns lose tax of just 15% - in contrast to aste®l.5% if the money went to
you instead of your superannuation.

Think about somebody earning $80,000 a year igheives a pay rise of $10,000. If it goes thr pocket they will lose
$4,150 in tax, and have just $5,850 left over. Ewsv, if the employer contributed it to their superd it would lose only
$1,500 in tax, leaving them with $8,500 in an eomwiment where income tax is just 15%, and wherarinot be touched until
they reach their preservation age which is at I8ast

It can also be used to reduce or eliminapgt@bgains tax if action is taken early enough.

Case study: A couple are in their early 50id both earn $80,000 a year. They receive &yegfaan investment property
worth $600,000 on which the unrealised capital ga$200,000. The property is run down and hés litotential so they
decide to sell it and invest the proceeds intoeshavhile the market is down. When the 50% dist@itaken into account the
total gain drops to $100,000 and CGT will be calted by adding $50,000 to the taxable income df eae of them in the year
the sales contract is signed.

They cannot make a tax deductible contrilutisuper because their employer is contributimgem, but if they act early
enough in the financial year they can salary siaertheir incomes down to $30,000 each by haviedr #mployer contribute an
extra $50,000 into super for them. The cost of @il be $7,500 each being the 15% contributi@ns tOf course their take
home pay would be greatly reduced but they canlbahi by living off part of the proceeds of theusse after the sale.

If they had taken no action the total CGT ldduwave been $20,750 each, or $41,500. Taking gdeite and acting early
has saved them $26,500. The rules prevent pasy $ming sacrificed so they would not be able tplement this strategy if
they waited until the financial year was almostrove

Salary sacrifice is also the perfect stratiegyhigh income earners in their 50’s with a magg. Because the term is fairly
short, and lack of access is not a worry, theyideally placed to move their mortgage to interesdy @nd concentrate on salary
sacrificing. What's the point of losing up to 4G®f your salary before you get the money to pdyofir mortgage when you
can lose just 15% if you put it into super and ttade it out tax free when you retire.

The above examples show what a powerful topésannuation can be. Anybody who is not using ihe full is paying too
much tax.

Noel Whittaker is a proper authority holder for \t&ker Macnaught Pty Ltd - licensed dealer in séesr
ABN 96 009 793 971. Reg office address is L22, Rd@lBlaide Street, Brisbane 4000
David Thompson from Whittaker Macnaught is regularly available to see clients in our office.
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The Numbers for a SMSF With an Investment Property

Borrowing in your Self Managed Superannuakand allows you to combine three very important
goals, tax effectiveness, asset protection anddgee The tax effectiveness allows you all themadr
advantages of negative gearing but when the prppedomes positively geared it will be taxed at a
maximum of 15% or zero if you have reached pensiage. Capital gains will be taxed at a maximum of
10% (providing the asset has been held for mone #2amonths) or zero if you have reached pensiyest
If that wasn’t enough in itself the asset protetfwovided by a superannuation fund is arguabliebet
eventhan even that provided by a discretionary {susich is now under a cloud since Richstar’s fase
Providing you have not made an unusually large supriation contribution to avoid creditors your
creditors are not entitled to touch your superationagavings. The only area that SMSFs lack isriage.
Now that they are able to borrow there is somerbeye available, the only trouble is that the asaatonly
be borrowed against once. You can refinance butondraw more equity out of that asset and onee th
original borrowings are repaid the asset belonge@¢superannuation fund which still cannot borrow
against any asset it owns.

To explain how the tax effectiveness workiehe an example of a superannuation tax returfit ad
loss:

Rental Income $20,000 $20,000
Salary Sacrificed super contributions $20,000 ,806
Less Expenses:

Rates, Insurance, Repairs, Management Fees etc ,000 8 $ 8,000

Interest $27,000 $27,000
Depreciation $ 5,000 $ 5,000
Taxable income to super fund 0 $08,ss

If the above property was held by the indinblit would show a $20,000 loss in their tax retur
Because $5,000 of that loss is depreciation theatger would have only outlaid $15,000 to achieve th
loss. To have the same effect on the individuabsble income through a SMSF arrangement theydvoul
have to salary sacrafice $20,000 into their SM$Rere taxable income would be the same but theg hav
contributed an extra $5,000 in before tax dolldfghey are in the 31.5% tax bracket this will veé their
take home pay by $3,425. If they are in the 41t&%bracket their tax home pay would be reduced by
$2,925 and at 46.5% by $2,675. But they don libgat money it is just in the SMSF instead sortheér
all wealth increases because instead of just hatiegax refund that $5,000 would have generated
wrong!!! they still have the full $5,000 but jusdrct touch it until they are at least 55 years ofdhd yes it
is the full $5,000 no tax is payable on this mooethe other $15,000 going into the SMSF fund bseau
the SMSF can deduct the rental property lossesisigiie contributions received to pay zero taxhdf
individual chooses not to make the extra $5,00Qrdmrtion then the loss is carried forward by thad.
Now remember this $5,000 extra you put in was eeded to meet the costs associated with the rental
property so it is available to make more investra@ntpay principle off the loan.

It gets even better than this because yoleffantively get a tax deduction for principle repagnts on
the loan. If you salary sacrifice more funds itite SMSF to pay the principle off the loan the artount
of the pre tax dollars go into the fund, providyau have not reached the age limits discussed befav
the worse tax rate they will face is 15% in thedwaof the SMSF if it does not have any other dedost
to offset against the contribution. If you areking to maximise your leverage it maybe bettertogiay
any principle off the loan but instead use theagtntribution as a deposit for the next propetircpase.

Don’t go overboard on this strategy, remembgou are under 50 years of age you can only make
$50,000 worth of deductible superannuation contidims a year. Even if you are 50 or over, so dyébir
the $100,000 per year, this is only available ®2@il2 and your investments could stay negativéofuger

than that.
ATO Audits

Doing so many seminars lately | am hearingn@my horror stories about ATO auditors. Please do
yourself a favour and make sure you inform the uadiou will be taping the whole process and make s
you do. This will make them take much more carenvimaking comments and prevent them from
bluffing.
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Depreciation Rate Update

TR 2008/4 has recently been released by the with updated depreciation rates for Primary
Producers, the Resource Industry, Manufacturingjitég, Building Industry, Hospitality,
Communications Industry and Transport. It doetunhe the depreciation rates for rental propertigs b
these remain the same as in previous years. Ting s quite detailed, here is just a sample @heanore
common rates

ltem Effective Life Prime Deprn Rate DiminisgiDeprn Rate
Nailing Guns 3 years 33.3% 66.6%
Forklifts 11 years 9% 18%
Generators 20 years 5% 10%

Trailers 15 years 6.67% 13.3%

- if used in water 8 years 12.5% 25%

Poly Tanks 15 years 6.67% 13.3%
Tractors 12 years 8.33% 16.66%

Farm Motorcycles 5 years 20% 40%

Buck Stops With Taxpayer

It seems everyone else can make mistakes etecgrayers. The Australian taxation system ietam
self assessment, that is taxpayers when lodgingitto®me tax returns declare that they are cometaw,
even though the highest courts in the land hauwebteodeciding just how that law works. Based ochsal
faulty premise it is not surprising there is litjlestice in our taxation system.

In Zhu v FCT the taxpayer was fined 25% @f tdax shortfall because the ATO considered himateeh
failed to take reasonable care when preparingicsmne tax return. The taxpayer simply filled is tax
return with the information provided to him by leisyployer as per his PAYG summary. It appears there
was an error in the PAYG summary and the taxpalgspite only immigrating to Australia in the pravso
year and still experiencing language difficultib®gld have realised the amount was incorrect. AAE
upheld the ATO’s approach, claiming that the taxgpdgiled to discharge his burden of proving theOAT
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 solicit@r the taxpayer. Strangely enough the amoutabof
deducted by the employer was only enough to cdweiricome 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

SMSF Investment Strategy Document

Auditors of Self Managed Superannuation FUS#SFs) will, from the T July, 2008, be required to
report the SMSF to the ATO if they have not maimedi an investment strategy. This is a minuterthadt
cover all of the following:

The fund’s investment objectives - ie the retwqguired to achieve long term goals, income verapgal

growth etc

Each member’s profile - ie years till retiremestpected future contributions, size of fund etc

Risk factors — What is an acceptable risk for dargeturn?

Cash flow — Restricting the money available to stveonsidering the need to pay benefits in nearéut
and bills as they become due.

Diversification - Ideally setting out a percentagehe funds to be held in each asset class. Ththaye is

no actual prohibition to investing in just orlass.

It is important that each year you review steement to make sure it does not contradicattigities

of the fund.

Seminars

Tuesday 18 September, 2008 — A Forum with Julia Hartman —éHéour Questions Answered
6pm to 9pm No cost and food and drinks are pexvid
RSVP 12" September, 2008aty@juresicfinance.com.d¥ 3899 8066
Juresic Quddffices, 9 Godwin Street, Bulimba Qld
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Survey — Technical Writing

Our Computer Guru is branching out into Techhivriting and would like to do some market reshar
If you have any interest in the following serviaesild you please assist her by completing the sumwe
www.bantacs.com.au/docs/Questionnaire_Market Relsgaif
- Researching and writing user and reference docuatientfor computer systems
- Writing hardware manuals and technical descriptions
- Writing policy and procedure documents
- Editing and formatting documents; and
- Writing technical and functional specification daeents
We would also be interested to hear from aagees who have just for the first time realised thay
may need the services of a Technical Writer. Tiglides managing the information you provide oaryo
web site.

ZEAL - RENTAL PROPERTY OWNERS REFERENCE BUREAU

Once you become a client of ZEAL ORB, we will guarantee to find at least $1000 of
your money that you are letting “slip through the cracks” with your current

residential investment property.

Are you SICK of pouring money into your investment property?

ZEAL ORB have been walking the journey with their clients
] since 1999. Because we know more about your investment
BZERL than you know we provide protection and security to you.

... ACT NOW & CONTACT US FOR AN OBLIGATION FREE CONSULTATION
Tel: 07 5529 4064 » Fax: 07 5529 4210 « Email: adminf@gozeal.com.au « Website: www.gozeal.com.au

YOUR PROPERTY IS OUR REPUTATION

Where is Julia?

North Queensland between Mackay and Port Douglahéorest of the winter. Will be back in
Brisbane in time for the Property Expo.

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 ariiass Capital Gains Tax
Claiming Your Trip Around Australia Claimable Laan Claiming Motor Vehicles
Death and Taxes Defence Forces [Military] Divisi8h

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 Self Managed Superannuation Funds

Disclaimer: Please note in many cases the legislation reféorabove has only just passed through
parliament. The full effect is not clear yet buisialready necessary to make you aware of thdications
despite the limited commentary available. On theeoside of the coin by the time you read this
information it may be out of date. The informatisrpresented in summary form and intended onlyawd
your attention to issues you should further diseu$is your accountant. Please do not act on this
information without further consultation. We disafeany responsibility for actions taken on the abov
without further advice as to your particular cir@tances



