Collapsed Managed
Investment Schemes — Tax
Conseqguences

The Tax Office has released
three draft determinations,
which set out the
Commissioner’s preliminary
views on the tax
consequences for investors
with interests in collapsed
managed investment
schemes (MISs).

The tax consequences are:

. a change of
responsible entity of a
registered agricultural
MIS does not affect the
tax outcomes for a
participant if the
scheme confinues to
be implemented in
accordance with the
relevant product ruling;
a disposal of an interest
in a non-forestry MIS
that arises as a result of
circumstances beyond
the conftrol of a
participant will not

Did You Know??

The Melbourne Cup was
first run on 7th November
1861 over a distance of
two miles with 17 horses in
the field.

The winner was Archer
(6/1). The first prize was a
gold watch and £170.
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result in the denial of
deductions previously
allowed; and

a payment received by
a participant in a
non-forestry MIS upon
the winding-up of the
scheme, which does
not involve a disposal
of the participant’s
interests to another
person, may constitute
assessable income
depending on the
nature of the payment.

Advance to Partnership not a
Loan

The AAT has affirmed that an
advance to a partnership was
a capital contribution to the
partnership and not a loan as
submitted by the taxpayers.
Therefore, the Tribunal held
that deductions claimed by
the taxpayers for interest and
loan service costs were not
deductible.

In reaching its decision, the
Tribunal noted that there was
no formal agreement relating
to the loan. It also noted the
taxpayers’ accountant
recorded the advance in the
books of the partnership as
being of a capital nature.

o A written agreement
should be entered info
fo formalise a loan. In
addition, the terms of
the loan must be at
arm’s length.

Trading Stock and Trade
Incentives

The Tax Office has released a
ruling that clarifies the tax
treatment for buyers and
sellers of trading stock where
a seller provides trade
incentives to a buyer.

Examples of trade incentives
include upfront volume
rebates, promotional
incentives and bundled
incentives.

If a trade incentive relates
directly to the purchase of
trading stock:
a buyer will reduce the
cost of acquiring the
trading stock; and
a seller will reduce the
proceeds from the sale
of the trading stock.

Conversely, where a trade
incentive does not relate
directly to the trading stock or
depends on satisfying a
condition, a buyer and seller
do not need to reduce the
cost of acquisition and the
sale proceeds.

SMSF Non-compliance Notice
Upheld

The AAT has affirmed the
Commissioner’s decision to
issue a non-compliance
notice to a self-managed
superannuation fund
(SMSF) because the

fund did not satisfy

the definition of g
‘complying




superannuation fund’.

Following an audit, the
Commissioner determined
that the SMSF was not a
complying superannuation
fund and issued the notice.
This was because all decisions
in relation to the
management and control of
the SMSF were made
overseas.

The Tribunal found that the
central management and
control (CM&C) of the fund
was outside of Australia for
more than two years.
Accordingly, the Tribunal held
that the SMSF was not a

complying superannuation
fund.

A fund must be an ‘Australian
superannuation fund’ in order
to be considered a
complying superannuation
fund and, hence, receive
concessional tfax freatment.

Three conditions must be
satisfied before a fund can be
considered an Australian
superannuation fund. One of
the conditions is that the
CM&C of the fund is ordinarily
in Australia. If the CM&C of
the fund is temporarily outside
of Australia for a period of not
more than two years, it will be
deemed to be in Australia.

° In the Tax Office’s
Compliance Program
for 2009/10, it has
highlighted that
ensuring SMSFs satisfy
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the definition of an
‘Australian super fund’
will be one of its focus
areas.

Proposed Tax Law
Amendments

The Government has
introduced a Bill into
Parliament seeking to:

- ensure a representative
of an incapacitated
entity will be
responsible for the GST
consequences that
arise during their
appointment;
address a number of
PAYG issues arising from
the introduction of the
taxation of financial
arrangements;
ensure payments made
under the Helping
Children with Autism
package are exempt
from income tax;
exempt payments
made under the
Continence Aids
Payment Scheme from
income tax;
exempt debts issued in
Australia by the
Commonwealth from
interest withholding tax;
and
provide the Victorian
Bushfire Appeal Fund
Independent Advisory
Panel with greater
scope to support
communities and
individuals affected by
the 2009 Victorian
bushfires.

Contributions Caps and
Reserves

In a recent superannuation
meeting, the Tax Office set
out the Commissioner’s
preliminary views on the
implications regarding the use
of contribution reserves within
an SMSF and the excess
confributions tax.

The Tax Office states that
where a non-concessionadl
conftribution is credited to a
fund’s confribution reserve
before being credited to a
member’'s account in the
following financial year (but
within 28 days of the end of
the month that the
contribution was received by
the trustee), the contribution
will count fowards the
member’s non-concessional
cap for the financial year
that it is allocated to their
account.

° Where an individual
exceeds the
contributions caps for
an income year, the
individual can
potentially trigger a tax
penalty with an
effective rate of up to
93%.

Mail-out to Super Funds
Members

The Tax Office has
commenced
sending letters
directly to




MaA

individuals who are most at
risk of exceeding the
superannuation concessional
conftributions cap. According
to the Tax Office, the

aim of the letters is to prompt
the individuals to review the
amount of their concessional
conftributions for the 2009/10
income year.

Clients who have received
the letter should contact us to
discuss their proposed
conftributions to avoid
triggering any adverse tax
conseguences.

GIC and SIC Rates Released

The Tax Office has released
the general interest charge

and shortfall interest charge
rates for the second quarter
of the 2009/10 income year
(ie 1 October 2009 to 31
December 2009):

Annual Daily
(%) (%)
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Morakot, which hit Taiwan on
7 August 2009, has been
recognised as a natural
disaster. Therefore, taxpayers
may be able to claim a
deduction for donations
made to organisations for
providing relief to Taiwanese
who are affected by the

typhoon.

o An organisation must
be endorsed as a deductible
gift recipient before a
donation is deductible.

10.30 0.02821918

6.30 0.01726027

The Tax Office has also
released the interest rate for
overpayments, early
payments and delays in
refund for the second quarter
of the 2009/10 income year.
The applicable interest rate is
3.30%.

Donations to Typhoon in
Taiwan

The Government has
announced that Typhoon

The Good Accountant

Have you ever wondered how good an accountant
you would be? It is amazing how many people think
that they can save money by doing their own
paperwork, when their small business specialty is
carpentry, or wholesaling or dentistry.

No doubt there are very talented people. After all, only

3% of Australians own and operate their own small

business, but why do they deviate from what they do best to fill in fime
doing what they know least. By that | mean, that these small business
operators are very good at buying and selling cars, filling teeth or
making crowns, manufacturing electrical plates or just being a good
General Practitioner, instead of doing bookkeeping, paying bills and
lodging BAS Statements for their business.

Most small business owners feel that they cannot afford the exira cost
imposed by having a qualified accountant, such as mas accountants,
to fulfill this role full time. | wonder how many of them have looked at
the opportunity cost involved in doing all that work themselves. After
all, when they do their accounts, they can't see patients, or
manufacture more products, or even focus on selling what they have.
This is what brings in the money and pays the bills. If you do these
things as well as most of you do, then the money made will pay for
those extra costs and add value to the bottom line.

Even those small business owners who have fime to do the work,
because the business is just starting out, have you claimed everything
you can, or have you claimed things which are specifically excluded
as tax deductions, and then are surprised when advised that tax is
payable at the end of year.

Business, especially small business, is about growing sales and
managing costs. It's about getting good information on which sound
business decisions can be made. It certainly is not about minimizing
costs, and losing income, when actively involved in doing your own
paperwork. The more you make, the easier it is to focus on making
ends meet and on managing your business investment.

| learnt a very long fime ago not to pull my own teeth, or even
service my car, just because | know nothing about either of
these pursuits. My role is more valuable as a business advisor,
bookkeeper, accountant and tax agent, so | use very good
people to fulfill these needs for me. That's not to say that |
can't pull out a sore tooth, or even put oil in my car, but it
does mean, | don't pull out the wrong tooth, or put oil in

the radiator, whatever that is...2
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When was the last time your business doubled its results in 12 months?

Did you know that 90% of current businesses, irrespective of size, are performing well below their
optimum potentiale

Underperforming businesses have a misaligned focus on uncompetitive strategies, leading to
increased exertion and stress for their senior executives and owners. This in turn makes it
incredibly difficult to regain market share and increase profitability to where it should be.

If you can see your own company stuck in this cycle, you need to discover the power of What
Matters in Business Advanced Mentoring Program.

WHAT MATTERS in Business Advanced Mentoring Program is exactly that, an infimate 12 month
business program that uncovers the fundamental requirements to turning around and growing
businesses in the 21st Century.

Who's it for?

This program is strictly for the business executive / owner looking to understand, apply, and
embed the latest strategic frameworks that lead to successful businesses.

Outcomes expected:

* Increased understanding of the main levers to operating a business

# Clarity and focus throughout the company

#* Improved alignment throughout the organisation

# Greater buy in from all managers and employees

# Increased levels of efficiency throughout the organisation

# Increased profits over time

# Systems to measuring, diagnosing, & continuously improving the bottom line

Offer: Be one of the first 8 callers to contact Dan Floros on 0404 495 269, mention

m.a.s accountants and Dan will provide a complimentary business health check!
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