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of accountants who pool their resources
and knowledge to provide exceptional client
service. All the advantages of a large
national firm with the personal service of
individual practitioners.

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

Perth Office

We are very excited to announce that BAN TAGS just made a gynormous leap to the West Coast
opening an office in Perth, full details in the demabove. This office is owned and operated nc¥i
llarda, yes that is right! We welcome Vince as fiist male practitioner, and wish him luck! Vinbas a
strong business management background and partiotdeest in investment properties and CGT.

As the 28 anniversary of the establishment of the first BRACS office in Beachmere fast approaches
(4™ July, 2012) we take great delight in boasting thatare now a national firm.

Apologies

We apologise for the Newsflash not being updiain the web site for the last few weeks. Allcaa say
is that we thought it was up there! This editisicombination of the most urgent articles inléisé two
editions. In particular page 3 contains severatlas regarding 2010 tax returns.
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Column by Noel Whittaker

The long awaited Cooper Review into superationavas released last week and predictably itsecuda
dominated the headlines of most newspapers thedagxtAs a result | spent most of the week onouei
radio programs talking about what the changes wmddn to the average person. The most common
guestion was “Why is superannuation so complicdted?

Yet, if you look at it step by step thereesalty nothing too difficult about it.

Your employer is required to contribute 9%yofir gross salary into a superannuation fund aed th
government takes a 15% tax from that contributidfhile your money is accumulating within your fund,
the tax on its income is just 15% per annum whschlinost certainly less than your own marginalrtd.
This means the money can grow faster inside stipem,if held in your own name, as the after tamnreg
should be higher.

Because the government is giving you tax cssio@s to encourage you to save for your retirentieat
money in your superannuation fund is inaccessibté you retire after reaching your preservatioe.aghis
is at least 55, but higher if you were born aftduly 1960. All withdrawals from super are tax foree
you reach 60 and when you start an account baseigoefrom your fund, as most people do, the fund
itself becomes a tax free fund.

For retirees it is a money paradise. Youadimved to hold your money in a tax free fund, whil
drawing a tax free income from it.

Unfortunately, the average Aussie does noetstdnd that superannuation is not an asset ldqeepty
or shares, but merely a vehicle which lets you lasigets in a low tax area. That's why they loyeesu
when the market is booming, but hate it when theketas down.

To make the most of your superannuation yadrie understand the workings of our old friend
compound interest. Think about a person aged 2bautrently has $10,000 in super and who earns
$35,000 a year. If inflation is 3% per annum ameirtsalary increases by inflation they will havie@6m
at age 65 if their fund returns 9%. However, & tiest they can do is 7% they will only have $96Q,0
That is a difference of $665,000 - just becausa loétter mix of assets inside the fund.

Noel Whittaker is a director of Whittaker Macnaughdivision of St Andrew’s Australia. This advisegeneral in nature and
readers should seek their own expert advice befadng financial decisions. Noel's e-mail addrisssoelwhit@gmail.com
David Thompson & Julie Lockeridge from Whittaker Ma cnaught are regularly available to see clients inw office

Ruling Applications on Using the Rent to Pay Off Yar

Home Loan Sooner

In Private Binding Ruling authorisation numii€i11345133229 the ATO denied a taxpayer a demfucti
for interest claimed on a Line Of Credit (LOC) wééhe borrowings had been used as a deposit tortalr
property, to pay rates, insurance and other exgamséhe rental property and the interest on ttezest
only loan for the rental property. In this case tbnt from the rental property was used to payhaf
private home loan, but no complaint was made athosiin the ATO'’s ruling response.

The denial of the deduction was based onabtthe LOC was secured by the home loan and vthen i
was necessary to increase the limit on the LOGémk would be approached to reduce the limit on the
private home loan and increase the limit on the LOGere was no floating cap or formal agreemett wi
the bank that as one loan decreased the other tmukhse. Nevertheless, the ATO found that thado
were linked by common security. Thus comparirtg the linked loan in Hart's case where it was fibun
that it was a scheme caught by Part IVA as hashegdbminant purpose of a tax benefit.

One thing that is clear from this is that thguie is far from certain, and an application fprigate ruling
on your particular circumstances is absolutely ssagy if you are using rent to pay off your honvind
you, this ruling actually says much more than thas, drawing a far wider conclusion that if yoave a
LOC secured against you home and intend to incrigaisit when you have more equity, then becanuse
home loan is reduced by more than the minimum meeays you will lose deductibility on the LOC.

This is certainly a bizarre outcome, and faisfrom the end of capitalising interest and gdime rent for
other purposes. It is all about what the ATO cdes your dominant reason to be, which is why yeedn
to get a ruling on your particular circumstancds.is also an example of no matter how much another
private ruling appears to fit your circumstances gbould not rely on it, but instead apply for yawvn,
knowing there are no guarantees.
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ATO Delays in Processing Refunds

We can’t seem to get a straight answer from the &A@ why some returns lodged mid to late July
have had their refunds delayed. We get variougarssand some of them make no practical sensewa\ll
can tell you is that the ATO will not permit uséween enquire about the process of a refund untila3&
after it has been lodged. They are saying 14 galyge minimum processing time not the maximum.

ATO Letter to Rental Property Owners

The ATO’s computer has been busy generatietpfal information” letters to taxpayers who lodged
tax return in 2009 that included rental income efEhis nothing really earth shattering in the” figdlp
information” other than it includes legal expenass deductible item.

We would just like to advise readers who mayehreceived one of these letters, not to get exeited,
they are only referring to legal expenses in regatthe tenant such as drawing up a lease or taking
necessary steps to evict the tenant. The leg&resgs incurred to buy the property are only inaludehe
cost base when the property is sold.

Wrong PAYG Summaries

The ATO has advised that some PAYG summasags lan incorrect amount appearing in the reportable
superannuation contributions box. This year idfitis¢ year that employers are required to include
reportable super contributions on the PAYG summsariehe super contributions payable under the
guarantee i.e. 9% of wages, are not reportablesrgbwit is only salary sacrificed contributiorsat are
reportable, but some pay systems are picking up¥eas well. It is important that taxpayers tdie t
initiative to protect themselves here. Look atryBAYG summary before you go to your accountaft. |
there is an amount in the reportable superannuatotributions box and you do not salary sacrifesk
your employer if this is correct. If you do salaacrifice make sure the amount is only what yoreha
agreed to sacrifice.

Also check your reportable fringe benefits b@he first $3,727 in grossed up fringe benefitadt
reportable but once you go over that amount tis¢ $i8,727 is to be included as well. So if youéhan
amount less than $3,727 in your reportable fringeelfits box the amount that you should includeduary
tax return is zero. Even though this doesn't af§ear taxable income it is important for otherasinolds
such as Centrelink and the Medicare levy surcharge.

Extra Information For 2010 Tax Returns

This year’s tax return requires additionakdabout you and your spouse. It is certainly recemded

that couples do their tax returns together for $igitp. By the way this now includes same sex deap
Please come prepared with the following adddl information for you and your spouse:

- The amount of any tax free government pension vedei

- The amount of any Child Support payments made

- The amount of any Foreign Income Received inclugiegodical gifts or allowances

- Overseas business income received but not taxal#astralia

- Temporary Australian residents need to providéhalir foreign source income even though it is exemp

- The amount of any other income you have earnedsessrthat is not taxable in Australia

ATO Warns ldentity Theft

Apparently there are some scammers out thamaiog to be from the ATO or collecting tax
information to fraudulently lodge tax returns clamg refunds.

The ATO never sends emails asking for persior@atmation or credit card details. Even if you ge
phone call from the ATO you are not required tanidfg yourself. They may ask for personal informat
but unless you are sure they are from the ATO dgin# it out. Some of the traps are:

1) A scam e-tax site. Make sure you only downloadxeftomwww.ato.gov.au

2) Job advertisements that when you call ask for yéiN and date of birth.

3) Calls claiming to be from the ATO wanting bank amtbdetails to pay a tax refund.

4) Calls asking for a small amount to be depositeghiccount in order for a tax refund to be
processed.




BAN TACS Accountants Pty Ltd Newsflash

Let’s Get That Record Keeping Better This Year

If you are currently beating yourself up for noekéng better records as you compile the information
necessary to prepare your 2010 tax return, carea@rmend you visit our shopping page? For just3$9
you can purchase a spreadsheet that will keepalhformation required in a fashion suitable foury
accountant. The spreadsheet has an unlimiteddifepf pop up boxes to clarify areas and abshjute
guaranteed only two lines of instructions necesgaget started, all your data is there in fronyod.

We could give you a lot more, but experiehas taught us that more is not better. There ther o
simple calculators and spreadsheets availablesopage. None of them are that complicated that you
couldn’t have created them yourself, but why botitehe price and the bonus is our guidance vigtipe
up boxes or lists.

Please note, these are not intended to elimtha need to discuss with your accountant thevenss
they are designed to prepare you for the intert@auch an extent that they will save you more thair

purchase price in accounting fees.
Ask BAN TACS

For $39.95 you can have your questions reggr@apital Gains Tax, Rental Properties and Work
Related Expenses answered. Just govtar.bantacs.com.aand look in the horizontal menu under the
flowers.

Seminars

Property Investing Basics —Calculating how much it will cost you to hold aperty and the basics about
negative gearing and positive cash flow. Followgdn open forum where any property tax and finance
qguestions will be answered. Speaker Julia Hartipaasented by Gail Roots The Home Loan Specialists,
no charge but limited spacépm Monday 6" September 34 Wellington St, Mackay RSVP 07 4957524

Property Vs Shares -A lively debate between Julia Hartman of BAN TACS and KimetEsvof Whittaker
Macnaught. There will also be plenty of time t@aer questions regarding property, shares, tax and
finance. Presented by Gail Roots The Home Loawri8lsEs, no charge but limited space.

6pm Tuesday 7th September 34 Wellington St, MackalR SVP 07 4957 5244

Where is Julia?

In Mackay until October though she will beTiawnsville for the last week of August.

Evaluating a Rental Property Calculator
Available on the shopping page of our web. sifais is an electronic version of the calculagplained
in chapter 15 of Saving Tax On Your Investment Brgp A calculation you would be mad not to
undertake before you purchase a property. Onlyd®#r one month’s use or $79.95 for a year.

Back Issues & Booklets

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

Alienation of Personal Services Income Buying a Business Capital Gains Tax

Claim Your Trip Around Australia Claimable Loans Claiming a Motor Vehicle
Defence Forces [Military] Death and Taxes Division 35

How Not To Be A Developer Divorce FBT for PBls

Fringe Benefits Tax Investors Miners

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

Secret Plans and Clever Tricks Subcontractors Teachers

Self Managed Superannuation Funds Wage Earners Year End Tax Strategies

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



