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

Accidental deposit by trustee into SMSF bank account breaches Act

A trustee of a self managed superannuation fund (SMSF) contravenes the Superannuation

Industry (Supervision) Act 1993 (SIS Act) where he transfers money, other than as a contribution, from a personal bank account into a bank account held by the SMSF.

Trustees of regulated superannuation funds are required to keep the money and other assets of the superannuation fund separate from any personal money and assets of the trustees, a standard employer-sponsor or their associates.

A breach of the superanuation law will occur where trustees' monies, other than contributions, are deposited in an SMSF bank account, even if the trustee accidentally electronically transfers an amount from his personal bank account to the bank account of his SMSF.

Budget Tax Update

The Treasurer handed down his tenth budget on 10 May 2005.
Some of the proposed tax changes include:

· tax cuts resulting from increases in the thresholds for the 42% and 47% tax

rates, and a reduction in the lowest tax rate from 17% to 15%;

· the abolition of the superannuation surcharge from 1 July 2005;

· from 1 July 2005, "medical expenses" will no longer include expenditure on purely cosmetic procedures (for claiming the 20% tax offset);

· the splitting of spouse superannuation contributions will now be allowed for contributions made from 1 July 2006;

· regarding superannuation choice, employers may be able to continue contributing to their current (i.e., default) super fund for a transitional period of three years (i.e., up to 30 June 2008);

· where superannuation contributions are made within 30 days after the due date for making contributions for the quarter, employers may be allowed to offset them against their superannuation guarantee charge (SGC) liability (this will apply to late payments of contributions made on or after 1 January 2006); and

· CGT rollover relief on marriage breakdown will be extended to, for example, assets transferred to a spouse under a binding financial agreement.

Editor: Note that it is not currently clear which tax rates will apply as at 1 July 2005, due to the Opposition's commitment at the time of writing to block the tax cuts in the Senate.
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‘The following table outlines the current and proposed new income tax thresholds and tax rates:

Current thresholds ~ Tax rate New thresholds New thresholds.
2004/05 (%) from 1 July 2005 from 1 July 2006
0 - $6,000 0 0 - $6,000 0-$6,000
6,001 - 21,600 17 6,001 - 21,600 $6,001 - $21,600
$21,601 - $58,000 30 $21,601 - $63,000 21,601 — $70,000
$58,001 - $70,000 42 $63,001 - $95,000  $70,001 - $125,000
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Home office deductions increased

For the 2004/05 year, deductions for home office running expenses (e.g., electricity, gas

and depreciation of office furniture) may be claimed under the actual expense method or at a rate of 26 cents per hour (up from the previous rate of 20 cents per hour).

Concession for substantiation of work and car expenses

The ATO has announced that it may allow deductions for work and car expenses without proper receipts, as long as the taxpayer can otherwise show they have incurred the expense.

Where a taxpayer's total work related expenses exceed $300, the ATO will:

· look at whether the taxpayer has a legible receipt from the supplier of the

goods or services;

· if not, look at whether the taxpayer has a credit card or bank statement or another document or combination of documents with supplier details and enough information to support their claim; and

· if not, look at whether the taxpayer has obtained other third party evidence that provides the details that would otherwise be found on a valid receipt.

If the tax officer can find evidence under the above approach, it will be accepted that the expense is substantiated.

Examples

The following are some examples of where documents will be accepted by the ATO as substantiating the relevant expenses:

· a bank or credit card statement for annual professional subscription fees, which sets out the date of the transaction, the name of the supplier and the amount paid;

· the combination of a tax invoice sent on account, along with a bank statement showing payment at the end of the month by way of an electronic transfer from the taxpayer's bank account; and

· use of an internet-generated receipt kept on a computer but which can be printed out and which can be verified as a genuine receipt by the ATO with the issuer of the receipt.

Choice of super fund: choice can be made before 1 July 2005

If an employee actively chooses a fund before 1 July 2005, employer contributions to the employee's chosen fund will satisfy the choice of fund requirements.

The employer will consequently have no need to provide a Standard Choice Form to the employee by 28 July 2005.

An employee must give their employer written notice of their chosen fund, which must be an "eligible choice fund" and must be a fund to which the employer can make contributions for

the benefit of the employee.

Ordinarily, an employer will provide a Standard Choice Form to the employee for the purposes of making their choice.

However, an employer is not required to give an employee a Standard Choice Form if the employee has chosen a fund before 29 July 2005.

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.

