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Key Tax Planning Strategies Prior to 30 June 2011

Superannuation Contributions prior to 30 June

2011

Maximise your Super Contributions prior to 30

June 2011 by:

e Ensuring all super contributions for employees
are paid and cleared before 30 June 2011;

e For those less than 50 years of age, maximise
your super contribution up to $25,000 p.a.
(subject to note below);

e For those 50 years of age and over maximise
your super contribution up to $50,000 p.a.
(subject to note below).

Note: these contribution limits are for
concessional contributions paid to your super
fund. If you receive employment related income
and it represents greater than 10% of your total
assessable income plus reportable fringe benefits,
reportable super contributions and net investment
losses you will not be eligible for a tax deduction.
If you are aged between 65 and 75 years of age
you must meet the work test (ie work 40 hours in
a 30 day period) in order to claim a tax deduction.

Bringing Forward Deductions For Businesses
With Turnover Under $2m:

If you are a small business (ie turnover under
$2m) you will be eligible to claim a 100%
deduction for prepaid deductible expenses such
as office supplies, insurance, rent, lease pay-
ments, interest, advertising and maintenance con-
tracts where the relevant services will be wholly
provided within 12 months of the date of the
expenditure.
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Interest on Investment Loans

Taxpayers who have borrowed money for
business investments can check with their lenders
to see if they can prepay interest so as to gain an
early tax deduction by paying 12 months’ worth
of interest in advance. This is an option for
investment loans on properties and margin loans
on shares.

Bad Debts

Review your aged debtors and determine if any
debts are bad debts. If they are, write them off
prior to 30 June 2011.

Capital Gains Tax

If you have derived any capital gains from the sale
of your investments this year, consider whether
you are able to offset them by crystallising any
capital losses on the sale of other investments
(where possible).

Farm Management Deposits (FMDs)

Investing in Farm Management Deposits (FMDs) is
a useful product available to Primary Producers to
make provision for fluctuations in earnings caused
by adverse economic and seasonal changes to
your Primary Production income. Interest is paid
on such FMDs and they must be held for at least
12 months otherwise the tax benefit of investing
in an FMD will not be retained. Consider whether
FMDs would be useful to reduce this year's
taxable income.

If you have any queries or require any assistance
in regard to the above, please contact our office.




Quote:

“When you are the
owner/operator of a
business enterprise you
may wear three hats -
owner, operator (CEO)
and director. Each has
quite separate duties and
rewards. It is critical that
you know which hat you
are wearing and how you
draw rewards for that

role”.

Dennis Roberts, business
coach/mentor

Strategies for Estate Planning and Minimising Tax In
Your Self Managed Superannuation Fund

A Self Managed Superannuation Fund
(SMSF) is made up of ‘taxable and tax-free’
balances. The taxable proportion consists of
funds where the tax has been paid by the
fund on the contributions. For example,
employer SGC contributions are taxable
contributions.

The tax-free portion is where the tax has
already been paid on the money being
deposited (ie from savings) into the super
fund, for example, extra contributions made
from your own after-tax income.

Most SMSFs have a much larger “"taxable”
component than "tax -free” component, and
a re-contribution strategy enables you to
increase the tax free portion and decreases
the taxable portion.

What is a re-contribution strategy?

When you meet a ‘condition of release’ ie.
preservation age (currently 55), you may be
able to take a lump sum out of your super
fund (made up of 'taxable and tax free’
funds), and then re-contribute these funds
back into the super fund (as ‘tax-free’
funds). Between the ages of 55 and 60, tax
may apply subject to whether the payments
are treated as a lump sum payment or
pension via a Transition to Retirement

Pension, but after the age of 60, the funds
withdrawn from your super fund are tax
free.

If the members are still working, the
maximum they can take is 10% of their
member balance per annum as an income
stream.

The effect of a re-contribution strategy is to
increase the amount of tax free benefits
relative to the amount of taxable benefits
within your superannuation fund.

Why do a re-contribution strategy?

The principal reason for a re-contribution
strategy is estate planning. When a member
dies, their superannuation assets are sold,
capital gains tax is payable (in some cases
not taxable if the fund is in pension phase)
and, if the funds are being left to a
non-dependant beneficiary (eg. an adult
child) then the taxable portion is taxed a
further 16.5% (15% + 1.5% medicare levy).
However, the non-taxable portion goes to
these beneficiaries tax-free.

The greater the tax free portion of the fund
the less tax payable by your surviving
dependants.




Superannuation:
Contractors vs
Employees

Many employers assume that
contractors who provide them with an
Australian Business Number (ABN) are
not eligible for Superannuation
Guarantee (SG) support however this
is not always the case.

When establishing whether your staff
are eligible for Superannuation
Guarantee you need to determine
whether or not they are employees
under the superannuation guarantee
requirements. SG is payable at 9% of
Ordinary Times Earnings for all
employees.

If a contractor is employed principally
for their labour, even if they quote an
ABN, they may be considered an
employee for Superannuation
Guarantee purposes and therefore
entitled to Superannuation Guarantee
on their Ordinary Times Earnings.

If a contractor is an employee for
Superannuation Guarantee purposes
and they were hired using a labour hire
firm, the labour hire firm must pay the
Superannuation Guarantee.

If the contractor is incorporated, a trust
or a partnership they cannot be an
employee for Superannuation
Guarantee purposes and therefore are
not entitled to be paid Superannuation
Guarantee.

Some factors to consider in determining
whether your staff are Employees or
Contractors for Superannuation Guaran-
tee Purposes

e Do they control their hours of work
and working conditions?

e Are the services they provide based
on results or hours of work?

e (an they delegate or sub-contract?

e Who bears the risk of injury or
defect in their work?

e |s payment based on an hourly rate
or a fixed price?

e Who provides the tools and
equipment?

e Do they work for a single business?

e Do they wear the uniform of the
business to which they are providing
services?

e Have they been employed as an
employee in the past? If so, how
well can the relationship be
distinguished?

We highlight that different rules may
apply in determining the employee vs
contractor relationship for
superannuation guarantee, workcover
and pay as you go withholding.

To assist in determining if an individual
worker is an employee or contractor the
ATO has an Employer/Contractor
decision tool refer to:
http://www.ato.gov.au/

content/00095062.htm

Banklink

We are using BankLink to assist in the
collection of transaction data for many
businesses and self managed
superannuation funds. This assists us
in producing quarterly reports on the
profitability of your business and
updates on the status of your super
fund.

BankLink can also be used by you to
provide your annual account
information to us in an easy and
efficient way. Banklink can be
accessed by you either online or
through the program BankLink books.

BankLink collects transaction data from
over 80 banks and other financial
institutions. By collecting transactions
directly from financial institutions,
BankLink assists in streamlining the
bookkeeping process for your accounts
- saving you time and effort.

This service is totally secure and
complies with the stringent security
requirements of all the major banks and
financial institutions. BankLink is not
internet banking - and it does not allow
any access or transactional capabilities
on your accounts, we just receive a
copy of your bank statement
electronically.

This month Brentnalls
SA is supporting
Australia’s Biggest
Morning Tea

References and Police
Checks

When considering an employee
application it is important to always
contact the referee and be specific in
the questions that you ask?

e How long did the applicant work for
your organisation?

e In what capacity?

e Does the referee care to comment
on the qualifications and experience
of the applicant?

e \WWould they re-employ the applicant
in his/her former position? (probably
the most important question).

e \WWas the applicant a team player?

e Did the applicant exercise initiative
in his/her job?

There are significant benefits of
utilising a Referee's form that can be
prepared and sent to the referee to
complete. If you would like a copy of a
Referee’s form please contact our
office.

It is also recommended that a National
Police Certificate (also referred to as a
‘Police Check’) be obtained from a
successful applicant as a condition of
employment. This will provide a
national summary of an individual's
offender history. This assists in
ensuring the integrity of staff and/or
volunteers. Further information on the
National Police Certificate is available
via www.sapolice.sa.gov.au.







