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Tax cuts apply from 1 July

The Commissioner of Taxation has announced that employers should use the 2005 withholding tax rates announced in this year’s Federal Budget from 1 July 2005.

This is because the majority of the Senate has indicated they will not disallow the schedules, even though the bills introducing the tax cuts were not passed by 30 June 2005.

PAYG Withholding tax rates can be obtained from the ATO Website at www.ato.gov.au.

As advised previously, the tax rates for 2005/06 (from 1 July 2005) are:

Taxable Income

Tax rate
     (%)

0 – $6,000 


     0

$6,001 – $21,600 

    15

$21,601 – $63,000 

    30

$63,001 – $95,000 

    42

$95,000+ 


    47

Choice of super – ATO sends second letter to employers

The ATO has sent a second letter to employers about the new choice of superannuation system, which starts on 1 July 2005.

Along with the letter was a copy of the Super Choices booklet and 5 Standard Choice Forms.

The letter sets out the basics of superannuation choice, and also identifies six key areas where employers might need a reminder or guidance.

It advises employers to:

· identify their eligible employees;

· note their key dates;

· explain the choice process to their employees, but not give them financial advice unless licensed to do so;

· make sure their employer fund is a complying fund;

· continue to meet their quarterly deadlines for superannuation guarantee contributions; and

· keep records that show they have met their choice of superannuation fund obligations.

Editor: If clients need more information they should call our office to discuss what needs to be done by 28 July 2005.

Legal ownership of SMSF assets

The ATO has issued a reminder to people who are trustees of SMSFs (self managed super funds) that the super fund's records must clearly show that its assets are owned by the fund.

Trustees are required to keep the assets of the fund separate from both their own personal assets and the assets held by employers who contribute to the fund.

The assets of an SMSF must generally be held in the name of the trustees on behalf of the fund, or it may breach the super legislation.

The ATO issued the reminder so that SMSFs that don't have their assets correctly separated will take steps to have the breach rectified.

Trustees who do not comply with this requirement risk disqualification, which may result in their being ineligible to be a trustee of any superannuation fund.

Editor: Clients who wish to discuss the above should contact our office.

Maximum super contribution base for a quarter in 2005/06

The maximum contribution base for a quarter in the 2005/06 year for the purposes of super guarantee contributions is $33,720 (formerly $32,180).

2005/06 Super thresholds and limits

Age based deduction limits for superannuation contributions

The age based deduction limits for superannuation contributions by employers and eligible persons for 2005/06 are:

· Under 35: $14,603 

       (formerly $13,934)

· Aged 35 – 49: $40,560

            (formerly $38,702)

· Aged 50 – 70: $100,587

            (formerly $95,980)

Reasonable benefits limits (RBL)

The RBL limits for 2005/06 are:

· Lump Sum RBL: $648,946

        (formerly $619,223)

· Pension RBL: $1,297,886

        (formerly $1,238,440)

ETP low rate threshold

The upper limit for the threshold on the post - June 1983 component of an eligible termination payment is $129,751 (formerly $123,808).

FBT car parking threshold

The car parking threshold for the FBT year commencing on 1 April 2005 is $6.43 (up from $6.28 for the previous year).

GIC for September 2005 quarter

The General Interest Charge (GIC) rate for the July-Sept 2005 quarter is 12.68%, up from 12.63% for the previous quarter.

Non-profit clubs and associations

The Government has announced that it will amend the law so that the so-called "principle of

mutuality" will still apply to not-for-profit clubs and associations.

Under the mutuality principle, many clubs, professional organizations and friendly societies

are exempt from income tax on membership subscriptions and other member receipts.

However, a decision in a case before the Full Federal Court last year denied the mutuality

principle to an irrigation co-operative and threatened the tax-free income of many other similar clubs and associations.

The amendment to the Tax Act will mean that the mutuality principle may apply to similar not-for- profit organizations as long as, on winding up, any surplus must be distributed to another not-for-profit organization.

Changes to personal liability of directors of corporate trustees

Editor: In a recent South Australian case, the Court held that a director of a corporate trustee was personally liable for the debts of the trust.

The Government has now announced that, in light of this decision, it will amend the Corporations Act to "restore certainty for those acting as directors of corporate trustees".

Under the amendment, a director of a corporate trustee will normally* not be liable for the debts of a trust if there are insufficient trust assets to meet a trust debt.

Note(*): Trustees in breach of their obligations can still be liable for debts of the trust.

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.

