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

Police Credit Union and Deceased Estates

It is no longer necessary to obtain the grantf probate to execute a deceased estate. Thiawa
concession introduced years ago so that simpléessiad not have to incur the legal costs. Moskba
have a limit of $50,000 to $80,000 before they @ailk for probate to be granted to release the ded&a
funds. Probate by the way is going to the courtgerify the will.

The police credit union is not so considerdtgiou have as little as $15,000 invested withnththey
will require you to incur the legal costs of havimgpbate granted. This is even the case if thdSane
going to the widow. In a recent case the poliegitrunion refused to release funds to the widothef
deceased even though she had been his wife fols@vgears, all the deceased’s children signedytahssy
wanted the money to be paid to their mother, tHespecified she was the beneficiary and the exasut
where the children. Imagine being a pensionemdpgour husband and not being able to access éagre
savings of $15,000 to pay for funeral costs sinfyg@gause you could not afford the legal fees to have
probate granted. | wonder what happens when they afford probate? Who gets to keep the money?
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Column by Noel Whittaker

These are confusing times for investors. régerates are on the rise, house prices in maogplhave
plateaued, and the share market has gone quiestdténg the year strongly.

In a climate like this, the best way to appiomvesting is to go back to basics and understiaaid
investing is an art and not a science. This is grhgrt investors take the time to learn what adgice
factual, and what is at best an educated guessexample, | can tell you without doubt that yom'ta
claim a tax deduction for interest on money borrdwebuy your own home but you can claim interest o
money borrowed for investment. However, if you askwhere the stock market will be in a years tiare,
whether shares in XYZ limited are a good buy, testlh could do would be to offer an opinion thatyrba
right or wrong.

For most people, the simple way to wealtloibuy a house in a good location and pay it offr@a/&0
year term. Surplus income could then be used bmreowing plan to invest in quality share trusthe
house gives you a good lifestyle and an assetdHiae of capital gains tax. Because the shasggr
diversify over a wide range of companies, theygrbyou from the disaster that may happen if yoesh
heavily in just one share and the company goeg bpll

We all know that cash in the bank might appedre safe, but it offers no tax benefits and lotle its
purchasing power to inflation over the long hathis is why we recommend a diversified portfolictwi
money spread over cash, property and shares keetin mind that growth assets like property drates
should be looked at over a ten year period. Thiisgive you time to ride out the inevitable flagtas.

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 befaddang financial decisions. Noel's e-mail addrisgsoelwhit@gmail.com
David Thompson, Julie Lockeridge and Kim Evetts from Whittaker M acnaught are available in our eastern offices

Latest ATO SM SF Rulings

The following are Interpretive Decisions (IDdm the ATO that were released at the end of Seipée.
It is important to bear in mind that IDs are onigding on the ATO to the extent that they will fiioie you
or charge you interest if the ID is similar to yaircumstances and you follow it in good faith, the ATO
decide the ID was wrong. Nevertheless they willl gharge you missed tax.

These ruling relate to the SMSF borrowingsiclWwlare now permitted providing the loan is of liea
recourse.
ID 2010/169

States that a limited recourse loan can be refedmwith another bank, even if it means changieg th
holding trust, providing it is simply a replacemésdn ie no extra borrowings. Though if the newlba
does want a new holding trust deed make sure amepstiuties office in your state recognises that the
beneficial ownership of the property has not chdrsgestamp duty will not apply. The refinancingsiu
serve no other purpose so it cannot in anywaytasgis the purchase of another asset.
ID 2010/170

Covers the giving of personal guarantees byntembers of the fund. There was concern thdteas t
members would have a right to recover from the SM®Fmoney they were forced to pay to the lender in
the event of default, then the loan was not rdatijted recourse because the SMSFs other assets wer
effectively at risk. The law in this regard changed?" July, 2010. This ID states that the limited raseu
is intended only to protect the SMSF’s assets swyighng the terms of the guarantee strictly prdattine
members from recovering their losses from the SMiSE acceptable for them to give guarantees.s iha
great relief considering many of the major bankgine these guarantees. What is important now is t
make sure that as part of their arrangement memidesshave given guarantees on or aftedily, 2010
have entered into an agreement that they are tiiedrio recover their loss from the SMSF-.
ID 2010/172

Refers to two SMSFs borrowing together to pase a property. This was not allowed because the
property in the holding trust must be held solelythe benefit of the SMSF. Though the ruling aes
address the issue it also does not rule out thalpbty of the SMSFs borrowing separately to puasé the
property as tenants in common and each holding jtrescovering its SMSF share under the tenants in
common title.

The SMSF booklet has been removed from thesitelso it can be updated with these changes.
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Property Versus Shares

The following is an interview with Julia Haram.

Personally | have made more money out of ptggban shares but as | have got older and ldhierve
concentrated on shares. Property provides a matterbopportunity to make money out of your own
initiative, whether it be research, renovation @nagement. Shares really only provide you with the
opportunity to research and even then you are congpeith people that have more inside knowledge.

I have heard that shares out perform progartythis doesn't surprise me because all shachases
are based on a profit making motive whereas mmssér purchases do not have profit on resale asrtyr
S0 it is not correct to compare these two optiomply on statistical data.

The main differences | see between thesertaudets are:

Liquidity - you can't just sell off the bathroom of a hobheeause you need $10,000 quickly, shares can be
sold in $500 lots. Also with shares you can hawarynoney within 24 hours, you would wait months fo
the funds if you needed to rely on the sale of askoYou might say that is ok | have a LOC thar draw
on in an emergency but this means you do not haresgnworking for you so it is still a drain on ligity.
Effort - It appears to me that if you have the energytame to be a pro active property investor then you
even as Ms or Mr Average have a better chanceafitipg from your efforts than through the sharerked
This is also a personal consideration about whatlike doing.

L everage - Using real estate as collateral for a loan mganscan borrow more and at a lower interest rate
and one of the important rules of growing wealttoifave as much money working for you as possible.
wonder, if borrowing costs were factored into tleefprmance comparisons whether shares would still
come up as a better return on investment?

Diversity - Is a key risk reducing strategy in building wkao you should have both but unfortunately with
real estate this still means having a lot of yagg<ein the one basket. Say you have $600,000/&sin
You could diversify by putting $300,000 into shaaesl $300,000 into property but this would mean jus
one type property in one particular area whereasitiares could be diversified across a large yaviet
industries. A share portfolio can even have expgotuthe property market by investing in propértasts
but unfortunately property trust, while giving yaacess to the highs and lows of the property market
cannot deliver one of the main advantages of ptgpevestment, namely the opportunity to profitrfro
your own effort.

| try to avoid directing clients specificatio shares or property but concentrate on the eusnor each

particular investment decision. Though when antlie keen to have as much money working for them a
possible in the property market | do recommen@ast a small share portfolio as a must have foams
liquidity.

From the tax point of view it depends totally your profile, investments available and yooretiframe.
| am sure most readers are aware of how a taxaefanerated by claiming depreciation can help a
property’s affordability but many don't factor irahking credits when comparing property to shdfes.
example let's say you borrow $100,000 at 7% to@ompmonwealth bank shares which you expect to pay a
5% cash dividend that is fully franked. If hefdd low income earners name:

Tax Calculation Cash Flow Calculation

Dividend Income $5,000 Cash Dividend $5,000

Franking Credit _ 2,143 Tax Refund $2,143-$21 2,122
7,143 7,122

Interest Expense__ 7,000 Less Interest __ 7,000

Taxable Income 143 Cash inflow anlds Money — $122

Tax Payable $143 x 15% = $21.45 plus capital gnow

In the same situation for a high income eatine only difference would be the size of the bdk$143
x 38.5% (assuming between $80,000 and $180,008p=s8 the cash flow calculation would be:

Cash Dividend $5,000
Tax Refund $2,143-55 2,088

7,088
Less Interest __ 7,000

Cash inflow on bank's Money $88 plus capjtawth
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South Australia

Adelaide is shaping up to be our biggest acally supported client base. This is a mayday to
accountants in Adelaide, in particular those tht&naled Julia’s CPDS seminar to make contact and
consider undertaking the professional developmespired to support BAN TACS clients.

Please ring Julia on 0428381864 if you woikd to know more.

Employment Opportunitiesin SEQ

A position has become available in our Brilsiand Road office for a Tax Accountant with atsiea
years post graduate experience. It is a full fposition with flexibility for children.

For more information please contact Cathy Jone3706497 6777.

Increasein Charges

From the ¥ October Julia’s charge out rate will increase26®per hour. In line with this the
askbantacs fee will increase to $59.95.

WhereisJulia?

Still in Northern Queensland, not quite wamoegh to venture south just yet, but she will be in
Brisbane for most of October and the start of Naventhen heading further south to Sydney.

Handy Little Spreadsheetsfor Property Investors

We have created some very simple excel sphestis that will show you, right before your eyelsat
we have been trying to explain to clients for yeafe have realised that you don’t need an elaborat
program that makes coffee as well. What you neeihiple spreadsheets that not only help you cieul
the basics but gives you confidence that you havered all the relevant issues without needing talyce
a complex result you do not understand. No needad manuals just a few instructions on the page a
pop up boxes. Take a look at the right hand colofour shopping page. The Number Cruncher hedps y
compare different rental properties that you ares@tering purchasing. The record keeping spreadshe
helps you keep your rental property transactiormder ready to do your tax return and the cash flo
calculator shows you how much it will cost you pesek, after receiving your tax refund, to hold a
particular rental property.

Note these are not intended to eliminatentred to discuss with your accountant, they areydeslito
prepare you for that interview to such an exteat they will save you more than their purchaseepirc

accounting fees.
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.



