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Congratulations Jane & Rodger!
Jane Zhang, the proprietor of our Burwoodceffidelivered a healthy baby boy on th& 2@il, Oliver

James.

While Jane takes 3 months leave Julia wilbased in the Burwood office. Due to other committae
she cannot be there every single day but will leeetthe majority of the time. So please phors.fir

How To Roll Your Roll Over Relief Continuously

As part of the small business CGT concessyonscan avoid paying CGT on the sale of an actbaein
for CGT purposes, if you roll the gain into anothetive asset. The catch is when you sell that kttive
asset the CGT raises its head again. The ideal®n roll it into another active asset.

The definition of active asset to which theafirbusiness concessions apply excludes motor heshic
trading stock, plant and equipment. This is totbay when you make a gain on any of these youatann
roll the gain over. But the definition of activesat into which you can roll a capital gain doetude these
items. So rolling your capital gain into your tiragl stock, assuming it is a fraction of your norrsigick
holdings, would ensure that the gain is protectedife life of your business.




BAN TACS Accountants Pty Ltd Newsflash

Column by Noel Whittaker

As their superannuation grows many Australemeswondering whether they should start their ogth s
managed superannuation fund (SMSF) and “take dowmtirtheir finances.

There is no easy answer because running yeaifund is not as simple as it sounds. It involthese
major jobs - administration (doing the paperwonkyestment (deciding where to place the money) and
arranging insurance where appropriate.

If you can handle these tasks with ease, yewvall on your way, but you also need to take axtoount
the assets the fund will hold. If these are nd¢ast $300,000, the setting up costs and the aerpanses
are probably not worth the exercise.

Far too many people start their own fund adtemarket crash because they think “I could dcebett
myself”. If this is your attitude, you need to agkat is your track record in handling growth asdige
property and shares before you take the plungelacide to forsake the experts and do it yourself.

Having said that, | admit that there are goeskons for having your own SMSF in certain
circumstances. These include the ability to hplelcic investments such as business propertyatteganot
available through a retail fund, or if you enjoydaare successful at trading shares or if you haveptex
estate planning issues.

Also, the government is less likely to comgaair aid if you are a DIY investor. Just last wélee
Gillard government announced a bailout of $55msfgrerannuation fund members who invested in the
failed Trio Capital. Members of self managed sapauation funds were not allowed to participateéhen
grounds that trustees of SMSFs “have the benefiirett control over where their money is investet
other words, if you choose to do your own thing’tlerpect any help from the government.

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 befadang financial decisions. Noel's e-mail addrisgsoelwhit@gmail.com
David Thompson & Julie Lockeridge from Whittaker df@ught are regularly available to see clientsiinaffice

Natural Disaster Rebuild Tax Trap

If you are rebuilding your home (some may dxedd to by their insurance company) after it hesnb
destroyed but do not move back into it immediatdter it is completed and then cover it with youaim
residence exemption for at least 3 months, youlask your main residence exemption for the whole
period you owned the property.

It could have been the family home for 20rgeget you will be subject to CGT on all the gaouyhave
made (which is really just inflation) for the whaderiod of ownership.

For example a property that cost $200,000ratdi®90 would now be worth around $700,000. Téat i
$500,000 in capital gain less the 50% discountitep$250,000 taxable gain which is sure to pushigtu
the maximum tax bracket. You are likely to losen$100,000 in capital gains tax, let alone seltiogts
and stamp duty to buy another property. You dfeeeigoing to have to downgrade considerably irryou
next property or accept a mortgage of around $I&0(6lose to what you paid for the property in filngt
place) which is going to cost you over $300 perknaeextra repayments. Most of this short fallnstate
and Federal taxes.

This is not going to be an uncommon scenarii@asns settle into new accommodation while wagtin
for the rebuild or decide they don’t want to livea flood prone area. So common you would thirgk the
ATO would at least be out there warning people., \M® have a tax system that profits from ignoraarue
fear. Accordingly, the ATO is no doubt be simpityisg back waiting to reap the rewards. They \wdlve
a 100% success rate because they data match wittléls office. | wonder if Swan has already unxd it
in his budget forecasts?

There are two exceptions to this situatibirstly, is section 118-160 which allows the sdleacant
land to be covered by the main residence exemptien the dwelling that qualified for the main reside
exemption is accidentally destroyed. This secsipecifically excludes land with a dwelling on it.

The second is section 118-147 which allowsjeeasing the absence rule to continue to cover the
rebuilt property with their main residence exempiiiothe original property was already being prieelcoy
this rule. It does not provide any protectiort ivas your home at the time of the natural disaster

The only section that covers moving out@fiyhome, demolishing it and rebuilding is sectld®-150
and this requires you to move into the new consttaegmmediately after it is completed. This does
even allow you to let the kids finish their ternfdre they change schools again, or any other cersidns
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except maybe hospitalisation. Then you must cdweith your main residence exemption for at least
months before you sell.

Don’t believe me? Have a look at the seclid8-110 and 118-115(2) which states the basic @iade
that it covers only the dwelling, not the land umamth. It is section 118-120 that covers the laund
always conditional upon the dwellings existence.

So if you intend not to live there in theutd, don’t rebuild or move back in before you sell.

Superannuation Concessionsfor Low Income Earners

The government will make a co contributiorupfto $1,000 into your superannuation fund if you
contribute $1,000 out of your after tax pay that yion’t claim a tax deduction for. Neither yours the
government’s $1,000 will be taxed in the handshefsuperannuation fund. The co contribution isiced
on a pro rata basis if you contribute less thaO@1, Your assessable income needs to be uBdedZD
if it exceeds this but is less than $61,920 you still get some co contribution, the $1,000 shanl#sat the
rate of 3.333 cents for every dollar over the $3@,9Note assessable income is not your taxabtemecit
is your income plus reportable fringe benefits eapbrtable superannuation contributions (genethbge
you salary sacrifice). In the case of self emptbtfeeir assessable income is not reduced by any
superannuation contributions for which they claitaxadeduction. Generally expenses you claimtag a
deduction cannot reduce your assessable incomeughh sole traders are allowed to reduce their
assessable income by business deductions. lrasigeof partnership or trust income it is only yshiare
and the net amount (income less deductions) thatlisded as assessable income, regardless of arhieth
is business or passive income. If you are the @olger of a rental property then the gross reirtakided
in your assessable income without deduction foettpenses. But if you own the property with asteme
other person then it is only your share of theimedme from the property that is included in yossessable
income. It may be necessary to lodge a partnetakipeturn to ensure this happens.

You will not qualify for a co contribution yfou only have passive income. At least 10% or nebrgour
income needs to be from wages or a business but ddiag this calculation you can ignore business
expenses which will make it quite easy to passdhbeif you are in business. Note trust incomena¥
from a business is still considered passive sonyay need to consider having the trust pay you a&ewag
The following table provides some examples of hotaltincome is counted for co-contributions and the
10% test.

I ncome sour ce Total income Eligibleincome for the 10% test

Salary or wages, including employment Yes Yes, where you are treated as an employee for

income through a company or trust the purposes of theuperannuation Guarantee
(Administration) Act 1992

Director fees as a company director Yes Yes, wheveare treated as an employee for
the purposes of theuperannuation Guarantee
(Administration) Act 1992

Business income as a sole trader Yes Yes

Other income from individually held assets  Yes No

(including interest, rent and dividends)

Business partnership distribution Yes Yes

Non-business partnership distribution Yes No

Distribution from a trust Yes No

The work test applies between 65 and 7th@lis in 30 days). Once you reach 71 no co
contributions is available.

Spouse Contribution

The other low income concession is for taxpayer any income level who have a low income spolfse.
the low income spouse has assessable income étsfee) plus reportable FBT and reportable
superannuation contributions of less than $10,880 spouse can make a superannuation contribfdron
them of up to $3,000 and receive a tax offset 818\ tax offset reduces the amount of tax the &igh
income spouse has to pay. It can mean that ydueggive a refund of any tax you may have paidnadur
the year because the offset is used to pay thiestead but if the higher income spouse’s inconsikw
that they do not have any tax liability then thésef is wasted. So this arrangement is only berafivhen
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the spouse making the contribution has a taxablenie above $16,000. As the superannuation
contribution for a low income spouse is not acualdimed as a tax deduction it is not taxed initheds of
the superannuation fund. If the low income spaiassessable income is more than $10,800 buthlass t
$13,800 the higher income spouse will still quafdy some tax offset the shade out rate is 18%.

The work test applies between 65 and 70. @mespouse reaches 71 no spouse contributionsecan
made.
There is a nice little trick if the low income speus between 55 and 65 and retired. The conimibein
be made and then withdrawn, tax free, a few dags Jeet the high income spouse will still quality the
tax offset.

In all cases above make sure the money istin the superannuation fund beforé"3une, 2011.

Meal and Travd Allowances

TD 2010/19 sets the rates for the 2010-11nfired year. Any employee paid an overtime meal
allowance under an award, law, order or indusaggieement, is entitled to claim the cost of thelrasa
tax deduction whether or not it exceeds the amotitite overtime meal allowance paid. The meal
allowance paid is included as income and if youeh@ceipts for the meals they can be deductegoulf
don’t have receipts then you can only deduct upecamount the ATO considers reasonable, providing
course this is equal to or less than what you ed@en The reasonable amount for 2011 is $25.8Ge No
that it is not necessary for the meal to be pumthasiring the overtime work. It can be purchasethe
way home.

Employee truck drivers who sleep away from bare also entitled to treat their travel allowanicea
similar way. They must actually be paid a travlelveance and have some record that shows a typeg
expenses. If so then they are entitled to clainougB4.90 per day without receipts providing tisawithin
the range of their record of a typical day’s exgsnsThis amount increases to $92.65 per dayiif the
income exceeds $97,100. If they are not paidlawance then they will need to keep receipts but
nevertheless their costs of meals and possiblyragtmiation are tax deductible.

So if you have not kept a record of your tgbimeal expenditure and you receive one of these
allowances, make sure you do so befor® Bine and put it in with your tax records.

WhereisJulia?

Currently still at our Bribie Island road ic# but will be travelling down to Sydney to looktea our
Burwood office for 3 months starting the second kvefeMay.

Ask BAN TACS

For $59.95 you can have your questions regardiqmt&aGains Tax, Rental Properties and Work Related
Expenses answered. For your Accountant, we wallisle ATO references to support our conclusiorst Ju
go towww.bantacs.com.aand look for the Ask Bantacs link under ‘Most Plgpuon the home page.

Back |ssues & 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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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.



