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

ATO will not attack 'normal' super planning

The Tax Office has confirmed that they are not looking to come down on normal strategies that taxpayers may use to increase their retirement The Tax Office's approach to these "recontribution strategies" has received some media attention lately but it has confirmed that it will generally not claim that taxpayers who use them are avoiding tax, provided they do not stray from the normal use of the Three strategies that should be safe from ATO attack (provided taxpayers do not abuse the guidelines), are:

· A person withdraws a lump sum from their super fund and then recontributes the same or a similar amount to the same fund shortly afterwards to commence a superannuation pension.

· The effect of the strategy is to reduce the tax paid on the annual pension over the person’s retirement years.

· Simple variations to the first scenario such as where a person waits a little before commencing the pension (a year or more after withdrawing the lump sum), or where the recontribution is made to a different fund (for example, a spouse fund).

Again, the effect is to reduce the tax paid on annual pension.

· Where a person makes a large undeducted contribution to their super fund before they receive a lump sum.  The effect is to reduce the amount of tax payable on the lump sum.

The cases the Tax Office examined involve straightforward examples of these three strategies.  The Tax Commissioner said: “We would of course need to consider our position were we to find examples of arrangements contrived to meet eligibility requirements in form but not in substance”.

Life caps for depreciation of trucks, buses, etc.

The Government has announced that from 1 January, 2005, an effective life cap will apply for the depreciation of trucks, truck trailers, buses and light commercial vehicles. Currently taxpayers rely on a determination made by the Tax Office, which allows for these vehicles to be depreciated quite quickly.  However, the Tax Office is planning on changing this determination so that such vehicles will need to be depreciated over a much longer period (up to 15 years in one case), so the industry has lobbied the government to introduce a statutory cap on the effective life of these vehicles to override the Tax Office's determination.

These statutory effective life caps are as follows:
· 7.5 years for general and heavy haulage trucks

· 7.5 years for general, intercity and long distance buses

· 10 years for truck trailers

· 7.5 years for light commercial vehicles (including minibuses)

The statutory effective life caps will apply to purchases made on or after 1 January 2005, to coincide with the anticipated release of the Tax Office’s determination increasing the effective lives of these assets.

HECS repayment percentages for 2004/05

The following are the HECS debt repayment percentages for the 2004/05 income year:

	Below $35,001

$35,001 – $38,987

$38,988 – $42,972

$42,973 – $45,232

$45,233 – $48,621

$48,622 – $52,657

$52,658 – $55,429

$55,430 – $60,971

$60,972 – $64,999

$65,000 and above

	Nil

4% of HRI

4.5% of HRI

5% of HRI

5.5% of HRI

6% of HRI

6.5% of HRI

7% of HRI

7.5% of HRI

8%


*HRI= Taxable income plus any net rental losses and reportable fringe benefits total.

The Tax Office's 2004/05 Compliance Program

The Tax Office has recently issued its 2004/05 Compliance Program, which can be found on the ATO's Website (www.ato.gov.au).  It details the areas they will be focusing on in this financial year, including:

· employers who fail to meet obligations such as pay as you go withholding, superannuation guarantee payments for their employees, and FBT;

“We will investigate all cases where employees tell us their employer is not

making superannuation payments on their behalf.”

· large businesses and high wealth individuals;

· capital gains tax;

· rental deductions, including:

· expenses not being apportioned, even though the property is not available for rent for the full year or only part of the property is used to earn rent.

· deductions for legal expenses and other legal costs;

· improvements to properties being incorrectly claimed as repairs;

· large differences in claims for similar properties in the same area. 

· work-related expenses through tax agents; and

· tax agents whose clients are at a high risk of over-claiming.

They will be specifically targeting the following industries and occupations:

· road transport;

· real estate;

· entertainment;

· airline;

· prison officers;

· financial advisers; and

· travel agents.

They are also examining high-risk cash economy industries, including:

· motor vehicle retailing and wholesaling;

· tourism and hospitality;

· fishing;

· gold bullion, antiques and art dealing;

· horse racing and exports;

· property, building and construction;

· restaurant, cafe and takeaway;

· licensed hotels and registered clubs; and
· barter.
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.
