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Liability limited by a scheme approved under Professional Standards Legislation
Welcome to the BAN TACS News Flash. Our aim is to provide short but succinct updates on all tax issues

Start Log Books Now!

The government has just announced that itakidilish the statutory method of calculating thege
benefits tax (FBT) on cars provided to employeesheyr employer. No details are available yet.e Dnly
other method of calculating the portion of car exges that are not subject to FBT is the log boothatk
As the law currently stands if they simply remoke statutory method, employer provided cars vall b
subject to FBT at 46.5% of the grossed up valualdhe costs associated with running the vehicle
including depreciation and notional interest, uslasog book has been kept for 3 months. Grosging
means that the tax will be roughly the same asutheing costs of the vehicle.

This will also apply people with their owndiness that operates through a company or trush Eole
traders and partnerships if they provide their @ygés with the use of a car. In short, unlesgéneg/ou
drive is simply owned in your personal name andusetd by your employees, you had better start a log
book now. They have to be kept for 3 consecutivatims. That is quite a challenge, to remember tkema
an entry every time you drive the car, it will tad@me practice to get it right 3 months in a row.

For details on keeping a log book go to padje 5 in our Claiming a Motor Vehicle Booklet.
www.bantacs.com.au/booklets/Claiming_A_Motor_Vehidooklet.pdf

Employee or Contractor

Getting this wrong will land the payer (emy#o) in all sorts of hot water. It is not just abbevhether
you should deduct tax from the payments but alsetkdr you are liable for the superannuation guaeant
and workers compensation.

Payers/employers usually feel comfortabtaédly are making payments to a company or a tifestent
cases have shown this is not enough if the constgmilates that the service be provided by a @a&r
person. And as has always been the case if theactor/employee is simply paid for hours worketthea
than producing a result, the contract will be cdastd one of employment not contracting.
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Column by Noel Whittaker

The age pension thresholds and the deemiag catanged on 1 July.

The asset cut-off points for a homeowner ceapé now $1,092,000 - for a single pensioner ¥58b,
The income test cut-off points are $70,553.60 peuan for a couple and $46092.80 for a single.

Financial assets are now deemed to be eaPiiidq for the first $77,400 ($46,600 for singlesid &%
on the balance. For example, if a couple had $800gd financial assets their deemed income would be
$10,839 a year being 2.5% on $77,400 ($1935) and@%222,600 ($8,904). These include interest
bearing deposits, debentures, shares, share taast$riendly society and insurance bonds. Howaver,
does not include property, and money in accounedbagnsions.

The changed rates should mean a pension seefeamost part pensioners, and it may mean #aplp
who were previously ineligible may now qualify f@part pension. There is an important messageftiere
holders of the Commonwealth Seniors Health Cattey &ire the ones most likely to find themselves now
qualifying.

Even though the part pension may be smadtlescentitle you to most of the prized concessions.

Your superannuation is not counted until yeach pensionable age. We often encounter sitigation
where the husband may be 65 or more and whereifadess than 60. Wherever possible we encourage a
much superannuation as possible to be held in ifeéswmame, as it is not counted by Centrelink, #rnd
enables the husband to maximise his pension.

Noel Whittaker is the author of Making Money diéaSimple and numerous other books on personal
finance. His advice is general in nature and resadleould seek their own professional advice befwaking
any financial decisions. Emaitpelwhit@gmail.com

Salary Sacrificed Cars

The statutory method of calculating FBT orsda about to be abolished. This method alwagsrasd
a certain amount of business use even if thereneas. Accordingly, it was attractive to salary kege a
car that had no business use at all. This is ngdobthe case.

It appears that the only way FBT will nowdadculated in these circumstances is to simply tdkihe
actual costs including notional interest and depteEm, gross them up (basically double them) ttlesrge
tax at 46.5%. The tax can be reduced to the emapleynarginal tax rate being applied to the aatoats
plus depreciation and notional interest by makingmployee contribution.

We suspect these changes will destroy tlaeyssacrificing industry and certainly recommehédttdo
not enter into any salary sacrifice arrangementi tinns has all passed through legislation andkwew
just what to expect. As salary sacrificing invawantering into a lease arrangement it is impottaatityou
do not lock yourself in. For those who are alregdg salary sacrificed lease arrangement, domitcpthere
may be some transitional concessions.

Changing Main Residences

A reader was recently very surprised to find just what a huge tax mess he had got himslf i
because when he moved from his old home into sangebigger and better, it took him more than 6
months to sell his old home.

This is a terrible trap in the CGT legislatioviou are only allowed to cover both propertiethwiour
main residence exemption for 6 months, back datéke last 6 months before you sell your old houBet
there are other conditions such as the old houst nai be used to produce income while you ardiviag
there and it must have been used as your home least 3 months in the last 12 months beforealls. s
This means that if the period in which you holdHoptoperties is for longer than 9 months after yove
into the new home you will not be entitled to theénths overlap concession at all.

Further, there is no resetting of the coselta the market value when you first moved outbse that
section requires it to become income producingyd&oare stuck with a choice to expose to CGT ymw
house or your old house for any period exceediagtmonths. The one you choose to expose will tave
have its capital gain calculated for the whole @é&fou owned it and then apportioned between days
covered with your main residence exemption and days If you purchased the home aftel’ Zugust
1991 you will be entitled to increase the cost dasanything associated with holding it, even nmemaince
such as cleaning and lawn mowing.
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Paying Yoursdf Travel Allowanceor LAFHA

Of course you can only pay yourself an afloee if you employ yourself. This would requiraiyto
set up a company or a trust and invoice the peshtepay you. The ATO allows people who employ
themselves through a company or trust to pay theeséhe concessional taxed Living Away From Home
Allowance (LAFHA) and Travel Allowance. This isdltase even if the income is from personal services
and caught by the “80/20” rule. (Reference TR 200&nd Garret v FCT 82 ATC 4060).

MT 2030 attempts to define when you aredliang for work or living away from home. The dation
has not been that important in the past becauseatioivances provided some very generous tax
concessions. Now that the opportunity to qualifiyd living away from home allowance (LAFHA) has
been considerably reduced, it is far more importaninderstand the line to which a travel allowacae be
pushed. You might think that if you pay yoursetfavel allowance and the ATO take the view youaver
really living away from home, it should not be alplem because you can instead call it a LAFHA.eAft
all you appear to qualify because you still hav®me to go back to and you are away for less tRan 1
months. This might be ok the first time that yautg that location but the catch is you cannotnclai
LAFHA for any subsequent visit to the same site.

Now back to the travel allowance, MT 2030 sesgig that over 3 weeks in the one place meansrgou a
no longer travelling but have relocated ie arenlivaway from home. This does seem a little ridigs that
you could go somewhere for just a month and the A®@d argue that you have set up a new home. Wish
they would take that attitude when taxpayers traverseas.

TR 98/9 seems to take a more practical vieexatnple 6 it takes the boundary as far as somewess
than 6 months but examines whether the travellacéc®@mpanied by their family and the type of
accommodation they stay in.

Don travels to London to undertake a 3 week course of study to maintain and improve knowledge

relevant to his income-earning activities. He stays in hotel accommodation until the end of the 3

week period when he decides he should extend his stay and complete a more extensive 6 month

course of study. He rents an apartment and arranges for his family to join him in London.

Expenditure on accommodation and meals during the initial 3 week period is deductibleas Donis

away from home. However, depending on all the relevant facts, Don may be considered to have

established a new home for the period of his stay in the apartment with his family.

It seems that a more realistic view would talke account not just the time spent away from home
but also the type of accommodation and whether fanaily are with you.

Let’s now look at the situation when you ar-eeployed and have to travel to fulfil your costt
obligations. If you only have one work locationfd¥e you return home and the contract is
undertaken at the payer’s premises then no madterfar you travel it is simply considered home to
work travel so not deductible in most cases.

You will need to be able to show that you haviease of operations, where you regularly work,
other than the place you are travelling to. Theyrhe a branch of the other party to the contizat t
is near your home. Then when you travel interstateay co-ordinate the networking of all their
computers the interstate travel would be dedugtileject to the discussion above about setting up
new home, but the travel from your home to thellbcanch would not be deductible unless there is
something else causing the travel such as carbuiig equipment in your vehicle.

Ideally, you need to argue that your homeoisryegular place of employment and that it quedifi
as a place of business, not just somewhere you feor&onvenience. This will allow you to claim
any travel from there (except if it is to anothalo ps a wage earner) to client premises. Featiiaes
will identify your home as a place of business sgeing clients there, having an area of the home
clearly set aside for the business and not usedtf@r purposes, signage and not having anothee pla
where you can work.

Claiming that your home is your regular glax¥ employment will probably qualify it as a place
of business (refer TR 93/30 for more discussiohis). This is great news if you are renting beegau
you can claim part of your rent. If your home iplace of business then you are not entitled te&eicov
the area used by the business with your main nesgdexemption. You may be able to use the small
business concessions to eliminate the CGT anywayhleucatch is it is not a straight out exemption
like the main residence exemption. To utilise $heall business concessions you must keep all your
records and actually calculate the capital gaiofgefpplying the concessions to reduce it
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Travelling Workers
The above discussion may worry our travellvagkers as to whether they will still be considered
travelling for work when they stay in one place éigrto 6 months.

It is a bit of a concern and it would be griéstou could move on every 3 weeks even if stgyimthe
same location but working in a different place eifenis for the same employer. If that is notsgible |
would not be too concerned. Unlike the case stabede you do not have just one workplace, you laave
least two workplaces before you return home. Bdmgs of your claim is that your work is itineramd the
main ruling on that, TR 95/34 has not been changed
www.law.ato.gov.au/atolaw/view.htm?DocID=TXR/TR9ZRAT/ATO/00001

As you can see from the example below ftberuling it is open to interpretation whether you
workplace has become a regular or fixed place qgflepgment. So the more irregular the betters klso
important that you are staying in temporary accoiehation.

43. Example: Valerieisa fruit picker. She does not have a regular circuit, but organises her next job
before completing the work at the current farm. Valerie normally works and lives at many properties before
returning home, remaining at each farmfor two to three weeks. Valerie is engaged in itinerant employment
because:

(@) her employment has a web of work places; and

(b) Thereis continual travel from one farm to another before returning to her normal place of residence.
44. Although each case must be considered on an individual basis, the frequency of travel between work
sitesis an important element. What needs to be determined is whether the length of time spent at a work
site qualifiesit asaregular or fixed place of employment. Thiswill be a matter of fact.

CGT Calculation

If you have sold a property this year thagubject to CGT you may find our CGT calculator afuk
guide in collating the information your Accountavitl need.
www.bantacs.com.au/shopping_property cagt.php

WhereisJulia?

In Sydney, then she is heading out to OraDgbébo and back north as fast as she can peddibgall
way to Mackay for the rest of the winter.
Julia’s internet laptop died recently and s@mails have been lost, if you are waiting forgyelease

send your email again.
Booklets

To make space for some future webinars on onrehpage the link to the booklets has been movéteto
horizontal menu along the top of the page.

Ask BAN TACS

For $69.95 at Ask BAN TACSyww.bantacs.com.au/ask-bantacs.pygu can have your questions
regarding Capital Gains Tax, Rental Properties\iodk Related Expenses answered. We will include
ATO references to support our conclusion.

What | s New on www.bantacs.com.au

Want more? Please go teww.bantacs.com.au/publications.plipr back issues of newsflash or
download our free booklets where past newsflashlestare collated according to their topic. Thare
over 30 topics, for example How Not To Be A DeveagpClaiming Your Trip Around Australia As A Tax
Deduction, Claimable Loans, Rental Properties, €eas, FBT, Claiming a Motor Vehicle, GST etc.

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.




