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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

Column by Noel Whittaker

A recent email from a reader highlights thalldnges facing anybody who tries to invest foirthe
retirement. He told me that he and his wife had theoer in a balanced fund but then got very nesvo
when the balance fell because of the Greek crigis.protect themselves against further lossesitetsed
the entire balance to cash, on the basis that lddweturn to more growth orientated assets when th
market returned to “normal”. Of course, we alblinwhat happened — the markets have shown great
returns in the last couple of years, while the nyame kept in cash is now “stagnating”.

I've been in the investment business for ntbea 50 years and still don’t know what “normal”ans.
However, | do know that nobody can consistently aoclurately forecast the direction of markets. €taee
always profits of gloom amongst us, but they arengrmore times than they are right.

The way out is to sit down with your advisadalecide on an asset allocation that fits youtsgaad
your risk profile, and then resolve to stick wittat regardless of what markets do on a day-to-daisb

A person aged 50 now may well have 45 yeahviofy and investing ahead of them — only shareebda
investments have the potential to give them tharnstthey are going to need. This is why | haveagisv
recommended that people get comfortable with shatras early age as possible.

It's also important to meet with your advisg¢teast once a year, and adjust your strategitekeo

advantage of the latest investment products availab
Noel Whittaker is the author of Making Money Made Simple and numerous other books on personal finance. His
advice is general in nature and readers should seek their own professional advice before making any financial
decisions. Email: noelwhit@gmail.com.

Warning on SMSF Overdrafts

The bottom line is SMSFs cannot operatewarndraft. They are only allowed to borrow money
through a limited recourse loan for the purchasanofisset. It is alarming that the ANZ have sehto
form letter to SMSFs offering to provide overdraitilities, if you receive one do not take up tHieo
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Redirecting Employer Superannuation Contributions

Some big employers and government departnvdmistraditionally paid their employees’
superannuation into an employer based fund aretoog their rules a little to allow their employdes
have their own SMSF. Unfortunately, in many cakesemployer will still pay the employee’s
superannuation into the employer sponsored fundhaatfund then allows the employee to transfer the
funds into their own SMSF at monthly or annual inéds.

If your employer will not pay your superaation directly into your SMSF and you have a negét
geared rental property in your fund then the logmfthe property cannot be used to reduce the
contributions tax on your employer’s contributions.

For example say the rental property in Y@MSF makes a $10,000 loss and you choose to salary
sacrifice $10,000 into superannuation so that éffely that loss is offset against your taxableoime ie
you reduce your wage by $10,000. If paid diregtdor SMSF no contributions tax is paid because the
SMSF has a loss of $10,000 to offset against @srire stream of your superannuation contribution.

Here is the problem, if your superannuationtibution detours via another superannuation fiinstl
That first fund is the one that must pay tax eoithe $10,000 is reduced to $8,500 after tax.y@dir
SMSF is going to receive when the funds are ratheet is $8,500. This is not included as incomsgaor
SMSF it is just a rollover balance. So your SM$E h carried forward loss of $10,000 which it mayer
use (no tax at pension stage) and you have 105808Tut of your superannuation balance. Sortladall
the fun out of the arrangement, doesn't it.

Employer Provided Cars

As you are no doubt well aware the currentegoment proposes to remove the FBT benefits ofysala
packaging cars by abolishing the use of the forrm##éhod which assumes a fair bit of business tratein
the vehicle may only be used for private purposdse first point is this change is not law yethé
government changes off Beptember, 2013 then it may not ever become latwnaight be changed in
some other way. Certainly seems a good reasoitcawd see.

For readers who’s current novated leaseosiato finish and they are considering renewingting
may not be an option. There is a concession thangements entered into beford"Iily, 2013 will
continue to benefit from the old FBT treatmentthiése contracts are varied they will not qualdythis
concession. One can only assume that renewirgsa l&ill be considered a variation. If so the vealeof
you lease arrangement needs to be looked at the aawbtaining a new lease.

Ideally you should go through your particudacumstances with your accountant. The log book
method that you will be required to use will appmrtthe expenses between private and businessdse a
charge the employer FBT on the private use. ThE €&&culation takes into account the GST benefit as
well. Alternatively, the employee can make an eyipé contribution for the private portion. This
effectively moves the rate of tax from the maximlowracket in the FBT formula down to the employee’s
marginal rate. So this is a better method foremyployees earning under $180,000 a year. The geplo
must pay GST on the employee contribution so ath@rGST benefit is negated.

Compare this with the employee owning thearat the only difference should be the loss of Gl
credits on the business portion of the purchase@nd expenses. So if there really is some besinge of
the vehicle there is a benefit still in the emplogening the vehicle though this has to be weighed
against the administration costs. Also the emmaeuld own the vehicle, keep a log book and subeit
business portion of their vehicle expenses to tmiployer for re imbursement. Effectively givirget
same result as the employer owning the vehiclerdagg expenses including being able to claim thd GS
on them but this still means no GST is claimed batkhe purchase price of the vehicle.

If there is no business use of the vehiclae there is no point in salary packaging it, frota& point of
view unless your employer provides incentives f@sgntation purposes or because they get fleaiudiss.

This new arrangement will apply to cars pasgd after 18 July, 2013 but not in their first FBT year.
It won’t come into effect until the1April, 2014.

These changes do not apply to utes and pans, designed predominately to carry goods,dhat
only used for work and home to work travel.

The 2013/2014 luxury vehicle cap is themsas the previous year, $57,466. Basically ydunoet be
able to claim depreciation, lease payments orestgzayments on a loan for above this amount.
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So Is It Still Worth Having Health Insurance?

This seems to be the 2013 top tax questidre 2D12/2013 financial year was the first year that30%
health insurance rebate was means tested. Eveghhyou may have received the rebate as a reduation
your health insurance premiums during the year nwloair tax return is prepared the ATO will recobp t
rebate if your income or combined family incomal®ve the threshold.

When confronted with a tax bill to recovee toremium reductions, received during the yeapdggrs
often ask, well is it still worth having privatedlth insurance considering it is now costing meaaip0%
more? The answer is a definite yes. If your ineasnhigh enough to lose or have your health ingga
rebate reduced then your income will also be highugh to make you liable for the Medicare levy
surcharge of up to 1.5% if you do not have privegalth insurance. To avoid the surcharge you teed
have all your dependants covered by private héadtirance. This will include both yours and your
spouse’s dependants. Even if your child lives Wwithor her other parent you must still cover treerd any
children that live with you.

A high income earner can expect that theuape health insurance premiums for the minimadeco
required to avoid the surcharge, will be less tt@nsurcharge. A single person is consideredye ha
sufficient private health insurance to avoid thedMare Levy Surcharge if they have basic hospiakc
with an excess of $500 or less. In the case oflifssrthe excess needs to be $1,000 or less.

Here is how the Medicare Levy Surcharge aivhie Health Insurance rebate are affected bymem
the 2013/2014 financial year:

If you are single and your income is lesntB88,000 or a family where the 2 spouses combined
income is under $176,000 then you will be entitiethe full 30% reduction in your private health
insurance premiums and you will not be subjechtoMedicare levy surcharge even if you do not have
private health insurance. If you are single aodryncome is over $136,000 or a family where the 2
spouses combined income is over $272,000 then ylbonat be entitled to any private health insurance
rebate and if you do not have private health instedor yourself and all your dependants then yiiube
charged a 1.5% Medicare levy surcharge. In betwseas follows:

Singles $88,001 to $102,000 or families $176,0082@4,000 receive a rebate of 20% and
if you do not have private health insurance you bel charged a 1% Medicare levy surcharge.

Singles $102,001 to $136,000 or families $204,@04272,000 receive a rebate of 10% and
if you do not have private health insurance you el charge a 1.25% Medicare levy surcharge.
Note:

» The family threshold increases by $1,500 for ewsdnild except the first one.

* There is a further bonus of an extra 5% privatdthéasurance rebate if you are between 65 and 69
years and those 70 and over get an extra 10% reBata single 70 year old could have an income
of $120,000 and still receive a 20% private hemllurance rebate.

» If you are a sole parent you qualify for the fanityeshold

» Even if you don’t have custody of your child butuyoontribute to his or her maintenance you are
entitled to use the family threshold.

* You must also cover any child you contribute torttentenance of, this would include your
spouse’s children living in your household.

* You are only considered to have had a spouse ifagtually had a spouse on thé"3ne.

So if you are single and on $150,000 a hea&ing to pay 30% more for your premiums might make
you feel it is not worth having private health ireuce. Let me reassure you it certainly is becgasewill
be hit with the Medicare levy surcharge if you ddréve private health insurance cover for yoursaAlf.
$150,000 the surcharge is 1.5% of your taxablenmed all of that $150,000 is taxable income the
surcharge for not having private health insuranoald/be $2,250, probably more than the privatetheal
insurance premium for basic hospital cover.

Now just what is income? It starts with ytaxable income or zero if you have a taxabls.loEhen
add back investment losses. Increase this amguytlr reportable fringe benefits, salary sacriice
superannuation contributions, exempt foreign incame family trust income where the trustee has {read
tax for you. There are concessions for lump supesannuation payments received by taxpayers aged
between 55 and 59 years.
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The Election Costings

It is inappropriate to discuss political pestin the newsflash so | will just try and keeph® facts.
Last election campaign, Tony Abbott andltheeral Party refused to have their election prasis
costed by Treasury. Instead they had them priyatadited. There were so many discrepancies in the

costings that the Institute of Chartered Accourgtdinied the auditors.

This election campaign, Tony Abbott promisedelease his costings a week before the electiow
he is saying they will not be available until theufsday before the election, this will be during th
electronic media blackout period and after peogdie wan’t get to a polling booth on Saturday, wélk to
vote.

This makes it very worrying just what is ggito be in that information.

Where is Julia?

Still enjoying Mackay, very busy, | mighttrget to Townsville until the second last weelOatober.
| should be back in SEQ by the end of October.

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.

Winning Property Tax Strategies — The Book

Once again a brilliant combination of Noel Méker’'s easy reading style with Julia Hartmanisan
numbing attention to detail. Lots and lots of n&wff plus updated basics for the first time reagteit is
much bigger, 300 pages but still the same pricew shapters including young investors, SMSFs,
renovators, granny flats, investment and budgetirgjegies, fires and floods, mass marketing sprajk
commercial properties, subdividing and developme¥ibu can also purchase it online by going to
www.bantacs.com.au/book _winning-property-tax-stig@® php The cost is still a low low $29.95 plus
$5.95 postage — tax deductible of course!

What Is New onwww.bantacs.com.au

Want more? Please go lbantacs.com.au/publications.pfge back issues of newsflash or download our
free booklets where past newsflash articles arateol according to their topic. There are overtdfics,
for example How Not To Be A Developer, Claiming Yolrip Around Australia As A Tax Deduction,
Claimable Loans, Rental Properties, Overseas, €fdanefits Tax, Claiming a Motor Vehicle, GST etc.

With theBAN TACS Forum, www.bantacs.com.au/forum_introduction.plamd theAsk BAN TACS
Notice Board, www.bantacs.com.au/ask-browse.plipe information is changing all the time. Two yer
generous askbantacser have allowed their questrmhanswers to be placed on the notice board.
Askbantacs is becoming quite popular, it is a shameew allow their questions to be placed on thigce
board.
http://www.bantacs.com.au/QandA/index.php?xg=HiScusses subdivision, building townhouses, sllin
or renting them out and living in one. The tax &®T consequences.
http://www.bantacs.com.au/QandA/index.php?xqg=U86ks at the sale of land that was inherited.

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.



