ELITE

INANCIAL SOLUTIONS g

Inside this Issue

Important Dates
Payment Changes
Seminar
Tax Cuts

ATO Non-Compliance

Changes to Substantiation of WRE

30% Child Care Rebate
Medical Expenses
Land Tax Changes
Personal Insurance
Super Choice
Abolition of Super Surcharge
Splitting of Super Contributions

Quote of the Quarter

Contact Details
Ph: (02) 9868 3900

David Harrison
davidharrison@elitefinance.com.au

Harry Yen
harryyen@elitefinance.com.au

Sam Hasna
samhasna@elitefinance.com.au

Christine Hallowes
christinehallowes@elitefinance.com.au

James Solomons
jamessolomons@elitefinance.com.au

Welcome to the third edition of “In
Brief with Elite”. Thefirst two pub-
lications have provided clients with
interesting and important detail about
taxation and wealth creation matters.
This edition has updates on the recent
budget announcements regarding per-
sonal tax cuts aswell asinformation
regarding the new “ Super Choice”
legislation which comesin to effect
from 1 July 2005.
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With tax time just around the corner,
NOW is the time to start getting to-
gether all of your statements and
source documents. Y our client man-
ager will be contacting you early in the
new financia year to let you know
when you need to have your informe-
tion forwarded to our office.

As previously noted if you have any
comments regarding the newsl etter or
have any suggestions of what you
would like to see in these pages please
do not hesitate to contact us.

IMPORTANT DATES

June Quarter BAS/IAS
Self prepared
EFS Prepared

28 July 2005
25 August 2005

July Monthly IAS
21 August 2005

August Monthly |AS
21 September 2005

PAYMENT CHANGES

Due to rising bank fees, from 1 July
2005 for payments over $500.00 made
using a VISA Card, Mastercard or
Bankcard a2% surcharge will bein-
curred.

SEMINAR

On the 24™ May 2005 our seminar
titled “Will you have enough to sur-
viveretirement” was held. It was an
informative evening with all the atten-
dees given food for thought about their
retirement options and just how much
superannuation monies they would
need to survive. If you missed this
evening and would like some informe-
tion regarding thisimportant issue
please do not hesitate to contact our
Financial Planner Christine Hallowes
who would be more than happy to dis-
cuss this with you.

TAX CUTS
The Budget has provided changesto
personal income tax rates effective

from the 1 July 2005.

The changes have been detailed in the
tables below.

Currently:
Current tax thresholds | Tax rates
%) (%)
0-6,000 0
6,000 - 21,600 17
21,601 - 58,000 30
58,001 - 70,000 42
70,001 + 47
From 1 July 2005:
New tax thresholds Tax rates
from 1 July 2005 ($) (%)
0-6,000 0
6,001 - 21,600 15
21,601 - 63,000 30
63,001 - 95,000 42
95,001 + 47
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From 1 July 2006:

New tax thresholds Tax rates

from 1 July 2006 ($) (%)
%)

0-6,000 0
6,001 - 21,600 15
21,601 - 70,000 30
70,001 -125,000 42
125,001 + 47

ATO NON-COMPLIANCE

The ATO recently announced their
intention to intensify their effortsto
educate and enforce taxation compli-
ance. “Our most intensive audit and
review activitieswill continueto be at
the large end of the market — large
corporates and high wealth individu-
als. We are getting substantial audit
results and identifying significant risks
in this market.” said Commissioner of
Taxation, Michael Carmody.

The ATO will aso focus on, and take
tougher action against habitual nor+
payers who are avoiding paying tax
and thereby gaining a competitive ad-
vantage over businesses who are doing
the right thing.

Mr Carmody also stressed the need for
simplified compliance. “Of course
managing complianceis not only

about audits, prosecutions and debt
collection. It isaso about making it as
easy as possible for people to comply.
We want to be able, in two to three
years, to give many individual taxpay-
ers amost immediate confirmation that
their tax responsibilities have been
finalised (from our perspective) with
the lodgement of their return” he said.

CHANGES TO SUBSTANTIATION
OF WORK RELATED EXPENSES

The ATO has issued a new practice
statement to clarify the types of

records that are acceptable as proof for
work-related expenses.

Previously, the taxpayer was required
to obtain a document from the supplier
of the relevant goods or services,
which set out:

1. thename or business name of
the supplier

2. the amount of the expense,
expressed in the currency in
which it was incurred — or the
cost of the asset

3. the nature of the goods or
services — or asset

4. theday the expensewasin
curred — or asset was ac-
quired, and

5. theday it is made out

Now, where the details of (3) and (4)
are missing from the document, the
taxpayer is permitted to write the miss-
ing details regarding the nature of the
goods or services on the document
before they lodge their tax return. It
also provided for the taxpayer to sue
alternate reasonable evidence, such as
abank statement, to show when the
amount was paid.

Types of aternate reasonable evidence
include documents such as:

1. bank statements

2. credit card statements

3. internet-generated bank or
credit card statements

4. BPAY reference numbers,
combined with bank state-
ments

5. BPAY reference numbers,
combined with tax invoices

6. internet generated receipts

7. email receipts

8. paper copies of receipts

9. €lectronic receipts

10. electronic copies of receipts

These types of evidence or combina-
tions of these types of

evidence will be taken to be appropri-
ate evidence of an expense, where they
contain sufficient information and the
principles outlined in the relevant
Practice Statemert are adhered to.

Note: For the mgjority of EFTPOS
transactions, a bank statement alone

would not be sufficient evidence to
substantiate a claim. Thisis because
bank statements do not generally show
a cash withdrawal separately from the
amounts associated with the item(s)
purchased in the transaction, nor do
they usually show the nature of the
items purchased.

In these cases, the EFTPOS receipt
would be needed, as this shows the
breakdown of items purchased versus
cash withdrawal. In situations where
the taxpayer did not obtain or retain
the receipt for an EFTPOS transaction,
the taxpayer will generally need fur-
ther evidence showing the amount of
the items purchased.

30% CHILD CARE REBATE

In addition to the Child Care Benefit
(CCB) you may be receiving, did you
know you may also be eligible to re-
celve the recently announced 30%
Child Care Tax Rebate?

Subject to the passing of legislation,
you may be eligible to claim the rebate
if you:

receive CCB

use approved child care, and

meet the CCB work/study/training
test.

What should | do?

keep your receipts or similar re-
cords of your child care costs, and

keep your
the

reconciliation letter
from Family Assistance

Office.
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How to work out my out-of-pocket
expenses

Subject to the passing of legislation,
the rebate will cover 30% of your out-
of-pocket child care expenses you
have incurred from 1 July 2004 with a
maximum rebate of $4,000 per child
per year. Thefirst claim will be able to
be made in income tax returns for the
period 1 July 2005 to 30 June 2006.

MEDICAL EXPENSES

If you reach a prescribed level of ex-
penses for medical treatment for the
year, you can claim atax offset in that
yearstax return.

For the 2002/03 and subseguent finan-
cial years, the medical expenses tax
offset is calculated as 20% of your net
medical expenses over the threshold of
$1,500.

Net medical expenses are the medical
expenses you have paid less any funds
from Medicare or a private health
fund.

Medical expenses relating to the fol -
lowing people qudify:

1. You
2. Your spouse (including de
facto)

3. Your children
4. Any other child under 16 —
not a student —who you
mai ntained (subject to income
tests)
5. A student under 25 years who
you maintained (subject to in-
come tests)
A child-housekeeper
Aninvaid relative, parent or
SPOoUSE’ s parent.

No

Claimable medical expensesinclude
payments relating to:

1. llinesses or operations— paid
to legally qualified doctors,
nurses or chemists

Hospitals and nursing homes
Dental treatment

Optical treatment

Therapeutic treatment — at the
direction of adoctor

arwd

6. Medicd or surgical wigs
7. Guidedogs
8. Artificial limbs, surgical ap-

pliances, etc

9. Carers

10. Medical aids— prescribed by
adoctor

Non-claimable medical expensesin-
clude:

1. Ambulance charges and slb-
scriptions

2. Private health fund subscrip-
tions

Funeral expenses
Non-prescribed vitamins and
health foods

5. Inoculations and vaccinations
6. Purely cosmetic surgery from
1 July 2005.

~w

If you are unsure if this affects you,
please contact us.

LAND TAX CHANGES

After much public backlash regarding
the State Governments Land Tax
changes the recent State Budget has
seen a backflip and for the 2006 land
tax year a $330 000 threshold will ap-
ply to owners of liable land. There will
continue to be no threshold for nor
concessional companies and special
trusts.

The land tax rate for 2006 will be 1.7
per cent (plus $100) on the unim-
proved vaue of the land in excess of
$330 000. If your land tax liahility is
less than $100, no land tax will be
payable. Regarding the exemptions
and concessions there are no changes
to the current land tax exemptions. The
concession for non-income earning
land, however, will cease after this
year and will be unavailable in 2006.

The land tax liability for 2006 is based
on all liable land owned as at midnight
on 31 December 2005.

PERSONAL INSURANCE

Personal insurance is an essential part
of wealth creation. It isused to protect
your wealth, your lifestyle and provide
for your loved ones. Without income
and lifeinsurance, the wedlth you've
built up, or have the potential to build,
can rapidly erode as aresult of an ac-
cident or illness.

Most people do not think twice about
insuring their home or their car but
what about insuring the income that
funds these necessities. By taking out
income and life insurance you can be
sure that in the event of an accident or
illness you and your loved ones will be
ableto live the lifestyle that you have
worked so hard to achieve.

Here at Elite Financia Solutionswe
can assess your personal insurance
needs, recommend which policies are
best suited to your needs and even
review the policies you hold on an on-
going basis to ensure they continue to
provide an adequate level of cover for
your circumstances.

Please call and arrange atime to see
our financial planner Christine Hal-
lowes to discuss your personal insur-
ance needs.

SUPER CHOICE

From the 1 July 2005, most employers
will have an obligation to offer their
employees the choice of selecting their
own superannuation fund. The new
legislation will have some conse-
quences for you and your employees:

Y ou must provide employees with
a ' Super Choice Form”: (copy en-
closed)

o For existing employees— no
later than 29 July 2005, and

o Foral new employees—
within 28 days of commenc-
ing employment

Y ou then need to ensure superan-
nuation contributions are
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paid to the employee’ s nominated
fund.

Conseguences of not complying

If an employer fails to meet the new
choice of fund requirements, the em-
ployer will be subject to a*“choice
penalty”. The choice penalty is 25%
of the Superannuation Guarantee
shortfall that would apply if the em-
ployer did not meet their Superannua-
tion Guarantee obligations under cur-
rent rules (subject to a maximum of
$500 per affected employee).

This means that every employer will
need to have systems and processesin
place to make sure Super Choices
Forms are given to employees within
the required time and contributions are
paid correctly to the nominated funds.

Consequences for your business
In complying with the new legislation

Y ou may experience a potential
increase in your initial and ongo-
ing administration expenses. This
is especidly if your employees
decide to choose different super-
annuation funds

Y ou will need to implement proc-
esses to monitor and collect the
forms

You will need to have checksin
place to ensure contributions are
paid to the correct funds

ABOLITION OF SUPER SUR-
CHARGE

The Government has stated that with
effect from 1 July 2005, it will abolish
the Superannuation Contributions Sur-
charge and the Terminations Payment
Surcharge.

The Superannuation Contributions
Surcharge and the Termination Pay-
ments Surcharge applied to superannu-
ation contributions and eligible terni-
nation payments paid to a taxpayer,
who had an adjusted taxable incomein
excess of $99,710 for the current year.

The Government has previously an-
nounced that it would reduce the level
of surcharge to 10% in the 2005-06
income year, and to 7.5% in the 2006-
07 income year. However the Gov-
ernment has now decided to abolish
the surcharge for the 2005-06 year.

Accordingly, from 1 July 2005 no sur-
charge will apply to superannuation
benefits that accrue in a defined bere-
fit fund, contributions made to an ac-
cumulation fund, or éigible termina-
tion payments made to an individua .

This measure will result in superannu-
ation contributions and eligible termi-
nation payments being far more tax
effective for high income earners.

SPLITTING OF SUPER CONTRI -
BUTIONS

In the Government’ s 2004 election
paper it was proposed that from 1 July
2005, individuals would be able to
split their superannuation contributions
with their spouse.

This measure was opposed by the mi-
nor parties and blocked in the Senate,
where it lapsed with the calling of the
last Federa Election.

The Government has now recommitted
itself to this measure with the effect
that from 1 July 2006, a contribution
made by afund member or the mem-
ber’s employer will be able to be split
with their spouse after that date.

One would assume that the legislation
will operate in the manner that it was
intended to operate prior to the legisla-
tion lapsing. As such, undeducted
contributions should be able to be ap-
plied to a spouse’ s account in total,
while 60% of deductible employer
contributions or self employed cortri-
butions would be able to be applied to
a spouse.
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QUOTE OF THE QUARTER

“From the desk of David Harrison”

Do not wish to be anything but what
you are, and try to be that perfectly.

FINAL THOUGHTS

Aswe move into the 2005 tax season
there has not been a better time to get
not only your taxation affairsin order
but also to make the decision to get all
of you personal wealth creation and
wealth protection affairsin order as
well.

With the increasing push towards self
funded retirement for Australians by
the government there is a greater em-
phasisin planning for thislife chang-
ing event sooner rather than later.

At Elite our emphasisis making sure
you have the foundations in place so
that you can build on what you aready
have and maximize and protect your
retirement nest egg.

If you have any questions regarding
any of theitemsin this newsletter
please do not hesitate to contact us.

DISCLAIMER

The information contained in this newslet-
ter is of a general nature and is not consti-
tuted as advice. Elite Financia Solutions
take no responsibility for clients who act
upon the information contained in this
newsletter without consulting us first.
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