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Small donations to Tsunami appeal 'bucket collections'

Ordinarily, an individual who makes a monetary gift or donation of $2 or more to a deductible gift recipient is allowed a deduction for the amount of the donation provided they can produce supporting documentary evidence, such as a receipt.

However, many people made donations of spare change to "bucket collections" for the Boxing Day 2004 Tsunami disaster and would not have obtained receipts.

Recognising this, the ATO will allow taxpayers to claim a deduction of up to $10 where they made one or more small cash donations (each of $2 or more) to "bucket collections" conducted by deductible gift recipients collecting for the Tsunami appeals, even though they have not obtained receipts or other evidence.

Electing annual GST reporting

Taxpayers may be eligible to elect to report and pay (or claim) GST annually if: 

· they are not required to be registered for GST (i.e., their turnover is below the relevant threshold and they are registered voluntarily);

· they have not elected to pay GST by instalment amounts; and

· they have not previously been offered the annual reporting option.

In addition, taxpayers who have reported nil amounts for GST on activity statements they have lodged may wish to consider cancelling their GST registration or may choose to elect annual GST reporting.
The due dates for electing annual GST reporting for 2005/06 are:

 21 August 2005 (monthly GST lodgers);

 28 October 2005 (quarterly GST lodgers)

Editor: If you think you may be eligible to report and pay GST annually, and would like to take advantage of this option, contact this office if you would like us to make the election for you.

Debt / Equity exemption extended

The Government recently introduced a "debt/ equity" regime, which basically sets out rules to determine whether money injected into a private company (e.g. by a shareholder) should be treated as a loan or as share capital.

These rules, among other things, affect the treatment of repayments relating to such money (so that interest on a "loan", for example, may instead be treated as a payment of a non-deductible dividend, rather than deductible interest).

Due to concerns about compliance costs, the Government had previously announced:

· a transitional arrangement, exempting "at-call" loans to private companies from the rules until 30 June 2005; and

· an exemption from the debt/equity rules for some smaller private companies.

This exemption will now be extended, so that the new rules won't apply to companies with an annual turnover of less than $20 million (as opposed to the previous carve-out, which basically applied to companies with CGT assets with a net value of $5 million or less).

This means that companies satisfying the carve-out can effectively ignore the debt/equity rules.

Other amendments will also be introduced to reduce compliance costs associated with the debt/equity provisions.

The amendments take effect from 1 July 2005.

Benchmark interest rate for Div 7A

The benchmark interest rate for an entity with an income year commencing 1 July 2005 is

7.30% p.a. for:

· private company loans made (or deemed to have been made) after 3 December 1997 and before 1 July 2005; and

· trustee loans made after 11 December 2002 and before 1 July 2005.

This rate is used to:
 determine if a loan made in the 2004/05 income year is deemed to be a dividend; and

 calculate the amount of the minimum yearly repayment for the 2005/06 income year on an amalgamated loan taken to have been made prior to 1 July 2005.

Car depreciation limit for 2005/06

The car limit for the 2005/06 financial year is $57,009 (which is the same as that which applied in the 2004/05 financial year).

The car limit of $57,009 is used to calculate depreciation deductions.

Editor: Note that this amount is also used to determine the luxury car tax threshold, at which point luxury car tax becomes payable.

Company not involved in a contract, so not a Personal Service Business

Editor: The following case serves as a warning to make sure that your documentation is always in order – especially the names of the actual parties to a contract.

The AAT has upheld a decision by the Commissioner of Taxation to refuse to consider a company to be a Personal Services Business (PSB), because the main service contract was with the director of the company (as an individual) and not with the service company.

Other individual letters of engagement, although addressed to the company, were offered under, and referred back to, the general terms of the main contract.

The Tribunal found that the contract was in fact between the director and the client (and not between the company and the client) and that the director derived the relevant income.

Therefore, since it was the director that carried on the relevant business and not the company, the Commissioner was not in a position to be able to issue a PSB Determination.

However, the AAT also found that, even if the company had been involved in the contract, it was still not carrying on a PSB, as it did not meet any of the relevant tests.

Australia and New Zealand tax information for business

As part of a joint initiative, the ATO and New Zealand Inland Revenue have released some web-based information to help Australian and New Zealand businesses with their tax affairs.

The information is designed for people considering business opportunities or who may have established business dealings in Australia or New Zealand.

From an Australian point-of-view, it includes:

· establishing a market;

· selling goods from Australia;

· conducting business through an agent;

· entity structures; and

· providing services in New Zealand.

It can be accessed at http://www.ato.gov.au/businesses/pathway.asp?pc=001/003/ 074&mfp=001/003&mnu=26730#001_003_074

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.

