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

Apologies

Many apologies for the lack of NewsflasheMisy. Our computer guru went overseas, we thought w
could get them up on the web site ourselves buwvere wrong! All is back to normal now.

Year End Tax Strategies

Our year end tax strategies booklet has hpdated for the May 2011 budget and is availaige 6f
charge in the freebies section of our web site.

A summary of the important points are, tdkenaure any trusts with profits & franking credits,
distribute and do your distribution minutes bef8€& June. Make sure any superannuation contributions
are well and truly in the superannuation fund’skbaccount before the 3Qune 2011 and that you have
notified your superannuation fund of any persowaltgbutions for which you claimed a tax deduction
your 2010 tax return. The flood levy means thghhihncome earners may prefer to save their tax
deductions for next year rather than paying therdvance.
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Column by Noel Whittaker

June 30 is rapidly approaching, which mearsstime to look at your affairs to optimise yowarponal
finances. The best tax saver is superannuatiomnath@ next few weeks we will discuss the various
strategies available.

A simple and useful one is to make a spousgribaition of $3,000 so you can become eligibletfar
tax offset — it is the best way | know to get aitAmguaranteed 18% on your money.

The amount of the offset is 18% of the leggeé83,000 or the amount of the spouse contribugically
made, so a contribution of $3,000 would give younamediate tax offset of $540 which would reduceryo
own tax.

Once a spouse’s income exceeds $10,800 thet ¢dipers - no offset is payable once spouse iacom
exceeds $13,800.

If the spouse is under 65 their employmertustes not relevant but if they are aged betweear&b70
the spouse must be eligible to pass the work thathninvolves working 40 hours in 30 consecutivgsda
Both the contributor and the spouse must be Auatraésidents for tax purposes at the time the
contribution is made.

The age of the contributing spouse is notveaié nor do they need to be employed. Howevey, the
cannot claim the contribution as a tax deduction.

As always, take advice and keep in mind thatcontribution must be received by the fund befonee
30" to be eligible.

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 befaldng 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

Budget Summary 2011/2012

The tax rates for 2011/2012 will remain the samthag were in 2010/2011 but high income earnerk wil
have to pay a flood levy in 2011/12 of up to 1%heTax rates for both the 2011 and 2012 finan&aly
will be:

0o - 6,000 0%
6,001 - 37,000 15%
37,001 - 80,000 30%
80,001 - 180,000 37%
180,001 + 45%

The most surprising and significant change thatecaat of the budget was the removal of the low
income tax offset for minors receiving passive meo The 2010/2011 financial year is ok, the change
take effect from ¥ July, 2011. The low income tax offset has bekayaincentive for investing in or
operating a business through a discretionary trust.

For the 2010/2011 financial year you willlgtié able to redirect up to $3,333 in profits tateainor,
tax free, if they have no other income.

For 2011/12 and following years children under #8rg of age will only be allowed $416 in passive
income before they start to pay tax at the maximat®. There are exceptions if they actually elhen t
income. There are also concessions for minorsavb@rphaned, married etc and it does not apply to
passive income from inheritances.

In 2011/2012 the low income tax offset wil $1,500 which will mean taxpayers with only $16,00
taxable income will pay no tax. The low income tdfset starts to shade out at $30,000 and comyplete
disappears if your income is more than 67,499.s feans that taxpayers between $30,000 and $67,500
really have an effective tax rate of 19% till $31QGhen 34% because the low income tax offset shaule
by 4% for every extra dollar earned. Up tilf3une, 2011 only 50% of the tax offset was recetteough
a reduction in the tax taken from your wages. s was received when you lodged your income tax
return. If you are a low income earner expect @ba boost from % July, 2011 as now 70% of the low
income tax offset will be received through your pagket but of course this only means a lower ¢fxnd
at the end of the year.

FBT payable on motor vehicles, provided by ygrs, also received a significant change. It gl
shaded in over several years. And should be dicp&ar interest to employees who salary sacrifiesr
vehicle. In these sorts of arrangements your diveaakage is reduced by the FBT payable so, eveagh
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your employer pays the FBT it does affect yourgopket. For the FBT year beginning April 2014 all
motor vehicles, regardless of the amount of kiloegetravelled, will be taxed at the same rate. &lgm
20% of the price of the motor vehicle if the formuhethod is used. The actual cost/log book method
still be used, which will calculate the FBT payalnestrict accordance with the ratio of businesprigate
use of the vehicle.

What this means is instead of having to walvgut getting the kilometres in your car up tar@shold
to reduce the FBT. You are now actually bettegisohply because of less fuel consumption) to miseni
the use of the vehicle as any advantage for esegehas been removed.

Having been thoroughly beaten through thetceystem on the issue of whether education expearzses
be claimed as a tax deduction against Youth AllaxganThe Government now proposes to change the law
to disallow the claiming of self education expenagainst all government assistance. While nothsrig
writing yet, whatever they do will be back datedte ' July, 2011. So we can all sleep well at nights
knowing that the ATO is protecting the tax baseskiracting tax from students with part time jobghile
gaping holes still exist in tax laws that affeainiwealth individuals. And while they were busingr
university students to justice they also reducesinf?™ January, 2012, the up front HECS discount from
20% to 10% and discount for voluntary paymentsatfdbor more is reduced from 10% to 5%. The latter
meaning graduates maybe better off putting the mmonderm deposit than making a voluntary payméint o
their HECS. That's the way, Mr Swan, that will in@lut the budget in surplus!

Hybrids — Amending Your Deed

In what | can only assume is finally an admeisghat, hybrid trusts do not do what the spruskeave
claimed and secondly that taxpayers with hybrids have a very serious problem, MSG and Chris Batten
are offering to amend hybrid trust deeds so they“aompliant”. For a fee of course and once again
claiming superior knowledge in the area even toetttent of listing deeds produced by other firnet they
will amend. They state that all hybrid trust de@dsluding their own) will need amending.

No longer are they using any of their, if usedrectly excuses, to try and make the taxpaydrtfet it
was something they did wrong.

| can’t believe the hide of Chris and MG@Sitiélly they sang the praises of hybrids claiming
accountants who pointed out the concept had alrbady squashed in the early 1990s, as “ill informed
Now they are trying to present themselves as theelsghat can get everyone out of the mess thaidsyb
have created. They claim that amending the diseeisomplex area and only they should be trustetbt
it properly. How gullible do they think people @reWhat they are really saying is come on peopie pay
us a premium to get you out of the mess we gotiytmuin the first place, instead of suing us. @ohand it
to them, most people with any conscious would eivebed under a rock a long time ago.

Just in case you were thinking of liningtaget them have another swipe at you, it appathggu will
get for your amendment is a unit trust, which meamasset protection! Anything other than a unistt
and the interest on the money borrowed to buy ttits will not be fully deductible. So this is ren
amendment that will allow your hybrid to be comptiat all. No longer will it attempt to combinesas
protection, income splitting and negative geariiygu will no longer have the advantages you thowglt
had in the Hybrid.

So if you have yet to use your hybrid trdséd you would be better off to forget it as yan buy a
fixed unit trust deed for a couple of hundred dwsllaBut you wouldn’t bother because a fixed tgiges
you no more asset protection or income splittinggptial than holding the property in your own nainst
added complications. After all, creditors can dyrtpke control of your units and access the priypiat
way. Any attempt to prevent this through the tdestd lands you right back in hybrid territory.

They claim to have a private binding ruliogsupport their amendments. This will not prote, it
is a private ruling, only enforceable on the ATOthgm. For amendments to your deed to have ATO
approval they will either have to apply for a ptevauling for you personally or they need to apjplya
product ruling.

If you have a hybrid trust, remember it ddesratter if you use it as a hybrid or not, if teeare hybrid
provisions in the deed not all of the interestlom inoney borrowed to buy the units will be tax deihle ie
no negative gearing.

The next problem you need to protect yourag#inst is triggering a resettlement of the tragtis can
happen when the rights of the beneficiaries charides is no doubt, what the amendment to the aekd
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do. Accordingly, you need to get an ATO rulingtthkay amendments you do to change a hybrid truesd ne
will not trigger a resettlement. A resettlementiahs the assets in the trust to have been trandfeoré will
trigger a CGT event. This means you will haveayg §GT on any gain to date. If this is going tpfen
you should seriously consider biting the bullet &naghsferring the property out of the hybrid contgle
There will be stamp duty costs so whether thisastlvdoing has a lot to do with which state youiare
There are some advantages even with stamp duty abstoving the property out of the trust. It vallow
you to make a fresh choice about who owns the ptppad if the transfer to the new owner is notelon
with a dominant purpose of a tax benefit they/it/yould consider borrowing the full purchase peacd
possibly freeing up the equity in the property &y pff non deductible debt.

Seminars

Quite a lot of seminars coming up in the next 2 thenfull details in the seminar section of the \géb.
Victoria:

Preparing for Tax Time Plus Question and Answesi®as- Speaker Julia Hartman 7pm to 9pm Seating
limited to 40 on each night. Cost $20 Destinyrdseotherwise $40 RSVP 03 9555 4477 or 03 9488.228
Tuesday 14" June, 2011Metropol Brunswick St, Fitzroy

Wednesday 15 June 2011Buckingham Hotel Nepean Hwy, Bayside

Tuesday 2% June, 2011- This is all about wealth, the creation of wedlttrough property strategies, the
protection of wealth through insurance and the ma@img of wealth through tax planning. Speakedsiha
Hartman Ross Hultgren, Renee Jovic and Louise Lugas to 9pm Newtown Event Centre, 40 Read
Street, Newtown (Geelong). RSVP by™une to Jane at (03) 5222 6962.

New South Wales:

Wednesday 2% July, 2011 —Lots of information to protect you from propertyrsikers. Speakers — Julia
Hartman and Paul Wilson from We Find Houses. NByde RSL Club Pittwater Room, child minding
facilities with pagers, on the same floor.

There will be a charge of $39 payable when youkhmg this is just so we can be confident you with

up if the night turns cold. You will receive prapetools including vouchers, a cash flow calcuta@®

and Julia’s book Saving Tax on Your Investment prop worth far more than the entry fee and theite w
be coffee, tea and sandwiches provided so you thani to bother with trying to fit a meal in befoaad.

Saturday 3d" July, 2011 - Property Seminar in thélewcastle area during the day, just a date claiher

this stage.
Where is Julia?

She will be in Melbourne for the above semirthes back to our Burwood office on thé™June until
the end of July.

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.



