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Please read this update and contact this office if you have any queries

ATO audits in 2005 and 2006

The Tax Office has advised that some of the areas that will be specifically targeted for audit

in 2005 and 2006 are:

· The Cash Economy – including:

· hospitality;

· motor vehicle dealers; and

· horse racing.

· "Low-doc" loans

The ATO is reviewing businesses that obtain finance through low doc (low documentation) loans by matching the information they provide to their lenders against their tax records.

In one case, the ATO audited a taxpayer in the motor vehicle repair industry. His average taxable income of only $35,000 for the family did not match up to annual loan repayments of $70,000 on an upmarket Sydney home, as well as substantial business assets.

· Individuals

Specific occupations that the ATO is paying attention to are:

· real estate;

· entertainment;

· airline;

· road transport;

· financial advisers; and

· travel agents.

The main claims being targeted are:

· travel and car expenses.

· Rental properties

Deductions being targeted include:

· deductions for properties not genuinely available for rent;

· initial repairs or renovation costs – these should be added to the capital cost of the property; and

· incorrect apportionment of deductions on borrowings or travel.

Superannuation co-contribution campaign

Clients may have noticed that the Government has launched a television campaign to raise awareness of the Superannuation Co-contribution Scheme under which certain employees can receive a $1.50 super co-contribution for every dollar contribution they make.

The initial scheme matched personal contributions dollar for dollar, but, in the last Budget, the Government decided to increase the incentive to $1.50 for every dollar.

Employees earning up to $28,000 total income in 2004/05 and making personal contributions will receive a co-contribution of $1.50 for every dollar put into super, to a maximum of $1,500.

Above $28,000 total income, the co-contribution reduces by five cents for each dollar earned, before phasing out completely at $58,000.

To receive a co-contribution, eligible individuals need only make a personal contribution to their superfund by the end of the year and lodge their tax return. The Tax Office does the rest.

Who is an employee?

Editor: It's not always crystal clear when trying to decide whether someone working for you or your firm is an employee or an independent contractor. Since employers are liable to pay the Superannuation Guarantee for employees, that can make quite a difference.

The ATO has issued a ruling to help employers decide.

Who's an employee under the SGAA?

The definition of an employee under the Superannuation Guarantee (Administration) Act (SGAA) includes "common law" employees, and also extends to a person who works under a contract that is wholly or principally for the labour of the person.

That is, the person:

· is paid for their personal labour and skills;

· must perform the contractual work themselves (there is no right of delegation); and

· is not paid to achieve a result.

Partnerships, companies and trusts

If a partnership contracts to provide services, then the person who does the work is not an

employee.

Also, where someone performs work for another party through a company or trust, there is no employer-employee relationship.

Horse industry compliance reviews

The Tax Office is currently reviewing the level of compliance in the horse racing industry.

Letters to issue to jockeys, etc

Over the next three to four months the ATO will be writing to jockeys, trainers and owners in all States to let them know the ATO has commenced data matching.

The data matching has been undertaken to:

· detect where there are discrepancies between racing industry payments and amounts declared in activity statements or income tax returns; and

· detect taxpayers who are not currently in the tax system.

Tax cut for Small Businesses

The Treasurer has announced that the 25% Entrepreneurs’ Tax Discount has been passed into law by Parliament.

Businesses in the Simplified Tax System with a turnover of up to $75,000 will benefit in some way, and those with a turnover of $50,000 or less will be able to claim the maximum 25% discount on tax payable.

Editor: Clients who wish to find out more about the discount should contact our office.

End of the FBT Year

Now that 31 March has passed, 2004/05 FBT returns will soon be due for lodgment.

Where we usually prepare the FBT return for your business, we ask that you collect all relevant FBT records relating to the benefits provided, such as:

· motor vehicles;

· car parking;

· entertainment;

· expense payments; and

· living away from home allowances;

together with travel diaries, employee declarations, etc.

Editor: Please call if you need to make an appointment or discuss the records needed.

GIC for June quarter

The general interest charge (GIC) rate for April to June 2005 is 12.63% (up from 12.43% for the March quarter).

Please Note: Many of the comments in this publication are general in nature and anyone intending to apply the information to practical circumstances should seek professional advice to independently verify their interpretation and the information's applicability to their particular circumstances.
