STRATEGIES

THE 2008/2009 TAX GUIDE FOR YOU AND YOUR BUSINESS

KEEP AS MUCH AS YOU CAN
BY EFFECTIVE TAX PLANNING

As concerns over the global economy continue to grow, it is essential that all
individuals and businesses are well prepared for financially-testing times.

Sound business and financial planning are always important, but especially so in
an economic downturn.

The financial turmoil may have you wondering whether you will have enough money to send
your children to university, to pay for your own retirement, or to meet your other financial goals.

Effective tax planning is a year-round, lifelong activity, and though constantly changing tax law can
make planning a challenge, making it a priority will pay off with lower taxes. We are committed

to working with you to find the tax strategies best suited to your individual circumstances. If you
have questions about anything in this newsletter or about your tax-cutting options, please call. And
if you have friends or associates who might be interested in end of year tax planning information,
feel free to share this newsletter with them.

CAUTION WITH CAPITAL LOSSES

A typical end of year tax planning strategy is to dispose of investment with unrealised capital
losses and offset these losses against capital gains. This is not always as simple as it first appears.
The ATO has released a warning to investors against the use of ‘wash sales’.

Wash sales occur in two forms. Firstly, an investor sells and repurchases the same or substantially
the same asset within a short period. Another approach is for an investor to sell the asset to a

related party or entity controlled by them, or an associate, in order to realise the loss on the asset.

A common feature of both strategies is that a tax loss has been realised, but the ownership of the
underlying asset is effectively unchanged. The ATO has warned that it will apply anti-avoidance
provisions to wash sales where the purpose of the transaction was solely to obtain a tax benefit.
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YEAR END TIPS FOR PROPERTY INVESTORS

BORROWING COST BE ABLE TO PROVE YOUR CLAIM

Borrowing cost may be the lesser of five years or the term Make sure you keep receipts to prove your deduction and show
of the loan. why the expense was incurred to derive assessable income.
PERSONAL EXPENSES SELF EDUCATION EXPENSES

Ensure that any claims or interest on borrowings for You may claim the cost of obtaining educational material such
investments can be clearly separated from interest on as investment related books, seminars and magazines.

b i f | nature.
orrowings of a personal nature SRS T

RENOVATIONS BY PREVIOUS OWNER If allowed by your lender, this is a strategy to defer the
You may be eligible for a deduction for depreciation on the payment of tax. Factors such as anticipated future income,
cost of improvement by a previous owner, provided items are interest rates and cash flow impact should be considered
identifiable and itemised in a depreciation schedule. fully beforehand.

CAPITAL GAINS TAX REPAIRS AT TIME OF PURCHASE

The ATO is closely monitoring undisclosed capital gains Expenses for repairs to property are generally deductible
including gains from disposing of assets to invest in provided that they relate to wear and tear or other damage
superannuation. Ensure any capital gains on the sale of as a result of earning rental income. The cost of initial
property are correctly recorded. repairs at the time of purchase are not deductible.

GET THE HELP OF A QUANTITY SURVEYOR SHORT TERM HOLDINGS

Having a depreciation schedule prepared by a qualified If you have renovated a property with the view to selling it
quantity surveyor may help add a significant tax deduction at a profit in the short term, you may find yourself taxed as a
for depreciation. The cost is also tax deductible and helps ‘profit making scheme’. This means you will not be able to take
substantiate any capital allowance claim you may have. advantage of CGT concessions.

ONE-OFF BONUSES FOR WORKING AUSTRALIANS

The Government will be providing a number of one-off payments ‘ r‘ [ . ol g = ol
to individuals as part of its Nation Building and Jobs Plan. e A P y

Py PR L%
Tax bonus for working Australians N J
After taking into account tax offsets and imputation credits,
Australian resident taxpayers who paid tax in the financial year ending
June 2008 will receive a one-off bonus. The ATO will automatically
make the payments with the amount of the bonus to be determined
by a taxpayer’s assessable income for the 2008 financial year.

Bonuses are paid based on the following:

» $900 if taxable income was up to $80,000;
e $600 if taxable income was between $80,001 and $90,000;

e $250 if taxable income was between $90,001 and $100,000; and e

* $0 if taxable income was greater than $100,000. Other Payments

General eligibility Eligible families or individuals will also receive the following bonuses:
In order to be eligible for the cash payments, individuals will * $900 Single Income Family Bonus to families prpvided that, on
need to satisfy specific conditions of the Tax Bonus for Working 3 February 2009, they were eligible for th.e Family Tax Benefit
Australians Bill 2009: Part B. Payments will be made by Centrelink after 2008-2009

o ) ' tax returns have been processed;
¢ Individuals must be a resident of Australia for tax purposes;

¢ Adjusted tax liability for the 2008 income year must be greater
than nil; and

 Taxable income for the 2008 year is less than $100,000.

e $950 Training and Learning Bonus to students and non-working
individuals returning to study;

$950 per child Back to School Bonus to families provided that,
on 3 February 2009, they were eligible for the Family Tax
Benefit Part A. This bonus is separate and in addition to the 50%

KEY POINTS TO NOTE Education Tax Refund; and

o Taxpayers under the tax-free threshold in 2008 are not eligible. [EECEREAUBEI ISR 3 E 1ol TR RS Al R ET IS RN B il B
« Taxpayers are generally required to lodge their 2008 tax dependent small businesses who received income support as a
return by 30 June 2009 to be eligible. result of exceptional circumstances.

 Taxpayers who are unable to lodge their return by 30 June Even though the government bonuses have received a great deal of

2009 may seek an extension and should do so immediately. media attention, there are many people who are unsure if they are
eligible. If you have any questions in relation to the government
bonuses or your eligibility, please contact our office.

e ATO will automatically make payments from April 2009.
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SUPERANNUATION STRATEGIES FOR 2008/09

Contributing to superannuation can often provide significant

tax benefits and long term wealth creation benefits. Some of the
contribution strategies outlined below can be combined strategically
to maximise both tax and retirement planning positions.

Government co-contribution

The Government will contribute 150 per cent of an eligible
taxpayer’s personal after-tax superannuation contributions during a
financial year up to a scaled maximum. The Government’s calculated
maximum is $1,500 less 5 per cent of any assessable income plus
reportable fringe benefits that a taxpayer has above $30,342. Co-
contributions reduce to $0 when income reaches $60,342.

Taxpayers that receive Government cash bonuses may find
themselves in a position to make an after-tax contribution and
have their super fund receive an additional government payment by
qualifying for the co-contribution.

Concessional contributions

A self employed person, investor or individual under 50 years
of age may claim a personal deduction for superannuation
contributions of up to $50,000 per annum or up to $100,000
provided the person has reached the age of 50 by 30 June in the
financial year of the contribution.

Individuals aged between 65 and 74 must satisfy a ‘work test’
before making a contribution. Contributors must work at least 40
hours during a consecutive 30 day period in that financial year.

In addition, businesses may be able to claim a concessional
superannuation contribution for a director or employee of either
$50,000 or $100,000 per annum based on the relevant age of the
person on 30 June 2009.

Salary sacrifice

Swapping some salary for increased employer super contributions
remains one of the best strategies for many individuals to reduce
income tax and maximising future retirement benefits. Not only will

e . P g

contributors receive an initial reduction in tax, funds contributed will
then be indefinitely invested in a concessionally-taxed environment.

Spouse contribution

A spouse contribution is a non-concessional contribution that is paid
by one spouse into the superannuation account of the other spouse.
A spouse contribution can be made by a contributor of any age
provided that the spouse is less than 65 years old, or as old as 70 if
the appropriate work tests are satisfied. Contributors may be eligible
for a tax offset when their tax return is lodged for the financial

year in which the contribution is made. The maximum allowable

tax offset is $540 and contributors may be eligible provided their
spouse’s income is no more than $13,800.

Pension drawdown reduction

Due to the global downturn in financial markets, the Government
has announced that it will suspend the minimum pension payment
requirement for certain income streams for the current financial year.

This means that there will be a 50 per cent reduction in the minimum
payment amounts that would normally apply for the 2008-09
financial year. The temporary suspension will help ensure that
account based pension holders will not have to sell assets at a loss in
order to comply with the minimum payment amount.

GOVERNMENT SUPPORT FOR SMALL BUSINESS

The Government recently expanded the temporary investment
allowance announced in December 2008 with the introduction of
the Small Business and General Business Tax Break as part of the
Nation Building and Jobs Plan.

Small businesses can claim an additional 30% tax deduction for
new investments in tangible depreciating assets used in running a
business. Assets must cost $1,000 or more and acquired from 13
December 2008 to 30 June 2009, and be installed and ready for use
no later than 30 June 2010.

Eligible assets acquired from 1 July 2009 to 31 December 2009
that cost $1000 or more, attract an additional 10% deduction
where they are installed and ready for use by 31 December 2010.

In order to benefit from this tax break a small business must have
a turnover of $2,000,000 a year or less. Businesses that are not

TOUGH TIMES T1P 1
DO A WEEKLY CASH FLOW FORECAST

During times when business is slower and

unpredictable, it is essential to maintain a
weekly cash flow forecast. Even some simple
cash flow planning can prevent your business
from disaster.

eligible small businesses are able to receive the same benefits for
eligible assets that cost more than $10,000.

The allowance can be claimed by a business in their income tax
return in which the first capital allowance is claimed for the asset.

The investment allowance provides an excellent opportunity for
a small business to strategically combine capital expenditure and
tax planning.

ISSUES TO CONSIDER

Whilst the business support program is very attractive for
a small business, certain questions may need to be clarified
before embarking on any expenditure program.

* Can assets be grouped to reach the threshold?

e What is ‘carrying on’ of a business?

* Can an eligible asset be financed?

Can a property investor claim the deduction?
What are considered tangible assets?
Can I be invoiced for purchases and claim the allowance?

Does equipment have to be used immediately?
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NEW IR LAWS UPDATE

Companies may need to consider the performance of existing staff
and decide if disciplinary action should be taken before 1 July 2009.
That is when the changes to unfair dismissal laws come into affect.
These changes may present a surprise for some businesses which may
have become relaxed with their dismissal procedures in recent years.

The new industrial relations system provides for increased union
workplace entry rights and Fair Work Australia to hear unfair
dismissal claims and quickly settle industrial disputes. Businesses
that employ fewer than 100 employees will no longer have an
overall exemption to unfair dismissal claims.

Under the new laws, businesses that employ less than 15 full-
time equivalent staff will have 12 months to access the suitability
of the employee. On the other hand, businesses with more than
15 employees will be subject to a six month qualifying period.
Employees can be dismissed during that time provided they have
complied with the fair dismissal code. Not following the relatively
simple process may place some employers at risk.

Business owners and managers should begin to review procedures
and policies to ensure their organisation and management are
familiar with the new legal requirements and that they have valid
and documented reasons for termination.

SMSF IN-HOUSE ASSETS

The 10 year transitional period for the limit on ‘in-house assets’ for
self-managed superannuation funds (SMSF) ends on 30 June 2009.

SMSF’s that have investments, loans or leases that were part of the
fund prior to 12 August 1999 may find that these investments are
exempt from the in-house asset rules. In addition, the transitional
in-house asset rules may apply, excluding certain related party
investments made after 11 August 1999 and up until 30 June 2009
from being included in the measurement of the fund’s in-house assets.

Transitional rules come to an end on 30 June 2009. It is important
that trustees of SMSFs begin to examine their transitional in-
house asset arrangements now to ensure that they will not become
in-house assets on 1 July 2009. Unless trustees act, they may find
themselves in a position where they are in breach of the in-house
assets test.

TOUGH TIMES TIP 2
REVIEW YOUR FINANCIALS

It is easy to get distracted and suddenly find that

margins are squeezed and sales are falling. Your
profit and loss statements and balance sheets are not
just for year end. Keeping an eye on these reports
can mean the difference between success and failure.

This newsletter is for guidance only, and professional advice should be obtained before acting on any advice herein. Neither the publisher nor the distributors can accept any

YEAR END CHECKLIST
FOR BUSINESS OWNERS

@ STAFF BONUSES AND COMMISSIONS
Bonuses are only deductible when they are incurred and a
business is committed to paying them.

LEGAL COSTS
Identify any legal costs that relate to regular operations
and separate them from costs relating to capital items.

@ SMALL BUSINESS CGT CONCESSIONS
Individuals operating a small business may be eligible for
CGT concessions on the sale of business assets. Review
your potential concessions this financial year.

‘WORK FROM HOME
Taxpayers that work from home may be able to claim a
percentage of home related expenses. These expenses must
be directly related to the earning of taxable income.

REPAIRS AND MAINTENANCE

Review all spending during the year to determine if all
items are deductible or if they are capital by nature and
need to be depreciated.

BAD DEBTS

Write off bad debts before year end. It must be bad, not
merely doubtful and must have been previously included
as assessable income.

‘FIXED ASSETS
Review fixed assets useful life and determine if there are
any benefits in scrapping or trading in assets in light of the
temporary investment allowance.

‘RENT AND OTHER ARREARS
Businesses who are falling behind in their rent and other
expenses that work on an accruals basis may claim the
arrears amount as a tax deduction.

‘OBSOLETE STOCK
The year end stock-take should involve a review of all stock
and a decision made in relation to its value from both a
tax and commercial perspective. Obsolete stock may be
scrapped or valued below cost subject to specific guidelines.

‘ DATA-MATCHING AND BENCHMARKS
The ATO uses data matching to cross-check information
provided by taxpayers. Benchmarks for specific industries
have been developed to help identify taxpayers who report
income or expenses different to similar businesses.

We Are Heve To Heip

Make good use of us! This guide is merely
a starting point, designed to help you
identify areas that might have a significant
impact on your tax planning. :

Please keep us informed of your plans
and consult us early for help in taking
advantage of tax-saving opportunities
and tax efficient investments.

ibility for loss occasioned to any person as a

result of action taken or refrained from in consequence of the contents of this publication. This newsletter does not take into account any legislative or other changes made after 1 April 2009.



