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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

Stock markets around the world are going thhoaigurbulent time as the world tries to sort ¢ésimany
financial problems. Naturally, this has led to atepof emails from readers asking whether theylshoash
in all their share-based investments and placentbrgey in the bank while they wait for the upturnhil&
this strategy may give peace of mind in the shernt the problem is that nobody is able to consikte
forecast what markets will do in the future. To makmore difficult it is also a fact of life thatarkets tend
to bounce back very quickly and unexpectedly winery do.

| believe a better option is to agree on @&diified portfolio and decide how much you wistkép in
each of the three asset classes - cash, propertshames. When you do this, you should keep in riiatl
property and shares should never be bought untesbave at least a seven to ten year time framand.
This will give you time to ride out the inevitaldewnturns.

I understand the gloomy headlines are degdsut history shows that it is common for theckt
market to have up to four negative years in eveny-tthis means there are at least six good orezy ev

decade.

Whenever | think about shares, | am reminafetiese words from a new investor: "I bought sbdoe
my old age and they are certainly effective - bindy owned them a week and | feel 10 years oldeadl".
Yes, owning shares can be scary at times, buighlé price you pay for the benefits that sharexggbJust
remember to hang in when the inevitable falls ocand don't lose your nerve and sell out at thengiro

time.

Noel Whittaker is a co-founder of Whittaker MacnauBty Ltd. His advice is general in nature aratlegs
should seek their own professional advice beforkimgaany financial decisions. His email is

noelwhit@gmail.com
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SM SF Losing Tax Free Pension Status

Draft ATO ruling TR 2011/D3 is causing concéonretirees with large potential capital gainsked
away in their superannuation fund.

Once you reach 60 years of age and retird gears of age and take a transition to retirerpension,
your SMSF does not have to pay tax on its inconmapital gain. This remains the case while the i
member entitled to receive a pension. When thsipear dies, if they do not have a spouse thatepgred
to and qualifies for a revisionary pension thethatdate of death the fund is no longer in penpiuase.
The ruling is intended to apply this back as fat®3uly, 2007.

What this means is that if an asset wasIseldre death no CGT would have been payablef getd
to pay out your heirs the fund will have to pay taxthe gain. The ATO appears to be exploitingékter
of the law and it is unlikely the legislators intkal such a consequence. Let’s hope that thermigyl
pressure brought on the government to clarify idgse in the law.

In the meantime it is worth considering licatichg the assets you have in the fund when yothreac
pension stage. Once you have triggered the C@ifitevhile capital gains are tax free ie the funihis
pension stage, you can then reinvest the moneturd-gapital gains will of course still be exposed at
least you now have a much higher cost base andguld consider utilising this strategy on a regbasis.
The problem is if the SMSF holds property, the $eation costs to buy and sell will probably exctex
tax savings. Unfortunately, the most common béwéfiaving your own SMSF is to be able to own clire
property.

While you are liquidating assets it would berthhaonsidering a recontribution strategy to enshag
there will be no taxable income when your superation is paid to your adult children. This invess
drawing your superannuation out of the fund tae tieen re contributing it back to the fund as an
undeducted contribution. When undeducted coniobstare paid to your heirs they are not taxale.
recontribution strategy needs financial planningieel

The Concessions For Studentson Youth Allowance Extended

In newsflash 229 we explained the deductioasstudents were allowed to claim against incorag th
had received from Centrelink to study. This imassult of the Anstis case.

This principle has been extended to Centrafdipients who are paid newstart and youth all@egan
while looking for work. Don’t get too excited thewv was changed this year. Nevertheless, this
information is relevant to your 2010/2011 income rieturn and you are entitled to amend previous tax
returns back to 2007.

Job seekers who receive support from Cenk&lili be entitled to claim a tax deduction for tbests of
looking for work. This includes phone calls, motehicle expenses, stationary, computers and iettern
Written evidence of the expense will be requirédthe case of a motor vehicle claim a detailedoeable
estimate can be used. Unfortunately, job seekersot entitled to the $550 flat deduction foryiwas
years, that students received.

Reverse M ortgages

These can be a great retirement tool if yee too long. The idea is that the bank lends youey
secured by your home. You do not have to makegpgyments on the loan and the bank cannot take you
house until you die. Of course the power of conmating interest is working in reverse getting youreno
rapidly in debt each year. But if the banks carlt the house out from under you, what does itenat~or
reason that | can’t quite comprehend people seammtoy about leaving something to their childrahyou
use this strategy as a backup, in case you livgeiothan you anticipated, then your children wilkady
have retired and have accumulated enough assesiirworking life. If they haven't by then, thaye
probably only going to waste yours

. Terms vary from bank to bank but you are unijikelever be able to borrow more than 45% of the
valuation and then probably not until you are 8&rgeold. At 65 years of age you are only likelyoeable
to borrow 20% to 25% of the valuation depending/our lender.
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Carbon Tax Changes That Affect Small Business

The only concessions small business got wascaeased threshold for capital expenditure write o
Currently small businesses have to depreciatetanydosting more than $1,000. This threshold bell
increased to $6,500 so should provide quite bieocbrd keeping relief.

Capitalising Interest Rulings

We still encourage you to apply for a rulingg@fu are going to systematically capitalise intevasile
making more than the required repayments on your lsame. Though if you can wait until the ATO
finalise TD 2011/D8 we might have a clearer viewvbiat is acceptable with the ATO.

It maybe that a ruling application made byratividual has a greater chance of success thafodged
by a professional. The ATO may be less worrieduabite floodgates opening.

We have set up a page on our web site to geoyou with the guidance you need to make your own
application. Our offices are more than happy teere your application or provide advice.

The web page can be accessed from the methe gmoperty investors’ page.

What you need to argue is that your dominampqse for capitalising the interest on your reptalperty
is not a tax benefit. The main point in TD 2011AR&s that it may not necessarily be a good enowghse
that you were motivated by wanting to pay off yobome sooner. Other reasons you may have are faanc
necessity or the accounts are set up that wayafe ef record keeping. Even laziness, you doatttwo
go checking your account balance all the time.

Hybrids

Chris Batten has released the number of tivaterruling he has obtained regarding hybrid suistis
PBR 1011723097188. Please remember that a PBRyidimding on the ATO in regard to the taxpayer
who applied for the ruling so this will not protgatur personal trust, even if it is a Chris Battiered or
amendment. You need to have your own PBR. Futtiieamendments effectively leave you with fixed
unit trust.

If you have not yet used your hybrid trustreeommend you don't ever use it. If you have usgdu
can probably use it as a discretionary trust wittmnendments to the deed. Amending the deed always
carries the risk of resettlement which triggers@GiCvent. It would be necessary for the trusidoow to
redeem the units so that the borrowing is now m#e trust. Of course this will lock any losseside the
trust. If the trust is close to making a profitypu have another profitable trust that can strpasfits to
the hybrid now discretionary trust, you may be drediff just using it as a discretionary trust.

Another Fraudulent Home Salein WA

The following is a link to a news.com.au stabout a WA investment property being sold withiet
owner’s knowledge. The alarming issue is that eaféar the fraud is proven the property is not neddrto
the original owners.
http://www.news.com.au/breaking-news/fraudulent-home-sale-hits-wa-again/story-e6frfku0-

1226112646051
Advertiseonthe BAN TACS Web Site

A right hand column has been added to our weld@itadvertising. Rates vary depending on the number
of hits each page gets. If you are interestedlredising your business on our web site simplyathe
page that most suites your business and the ctdienisted with a link to give you all the dell
Advertising is also available on the front pad the booklets. There will only be one advent Ipooklet.

Seminar

Claiming You Trip Around Australia As A Tax Deduction

24" August Wednesday Starts at 6pm. The instructigh®nly take an hour then the travelling stories
start and who knows how long they will take! Ne@dd¢o RSVP very informal. The Park Caravan Park,
Farrellys Road, Mackay. The Park is on the coafiéarrellys Road and Bruce Highway in Paget, emca
is on Farrellys Road.
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Simple Solutionsfor Property Investors

Experience has taught us that more is notbeWe have created some very simple excel spneatts
that will show you, right before your eyes, what ae been trying to explain to clients for yedrge
have realised that you don’t need an elaboratergnoghat makes coffee as well. What you neednpls
spreadsheets that not only helps you calculatbdbis but gives you confidence that you have euval
the relevant issues without needing to producengpbex result you do not understand.

All for a very cheap price we realised thasiimore economical for you, if we create the teatgtather
than you reinventing the wheel. Keep on buyingéhlétle spread sheets and we will keep them cgmin

The two most popular ones are:

1) The Cash Flow Calculator that tells you how mucpraperty will cost you to hold and allows you
to do some what if analysis to help your sleep tsigliror example find out just how much the
property will cost you to hold, after tax if intsterates increase 1%. Just $19.95. Note thistis n
intended to eliminate the need to discuss the prppeth your accountant, just to help you know
when you have found a property worth discussingcatidte the information for the discussion.

2) The Property Tax Return Worksheet helps you collate rental property records for your
accountant to save you time and accounting fr@ast $49.95

They are both available in the shopping sectioourfweb site.

WhereisJulia?

At the time of writing she was sitting in th&ackay sunshine. Tough job but someone has tb do i

Ask BAN TACS

For $59.95 you can have your questions regardinmt&@dsains Tax, Rental Properties and Work Related
Expenses answered. For your Accountant, we willisle ATO references to support our conclusiorst Ju
go towww.bantacs.com.aand look for the Ask Bantacs link under ‘Most Plagpuon 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.

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.



