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The High Court has confirmed in a recent
case that the Superannuation Guarantee
Charge (SGC) is valid under Australia’s
constitution.

You should:

Consider whether you are entitled to claim
any fuel tax credits. Contact us if you
require any clarification or advice.
Fuel tax credits provide a credit for any fuel
tax (excise or customs duty) included in the
price of fuel used in business activities,
machinery, plant and equipment or heavy
vehicles.
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The Tax Office guide for employers

3

Modernisation of
tax law for trusts begins

These credits can be claimed on various
different types of fuels including Diesel, LNG
and LPG.
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Living away from home
concessions - Changes announced
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Super Co-contributions
– 2012/13 limits & thresholds

The Tax Office’s online eligibility tool
requires various questions to be completed
about a business and the types of fuels they
use to determine whether they are eligible to
claim any FTC’s.
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Trustees liable for SMSF's liabilities

Remember:
You must be registered for GST and fuel
tax credits before you can claim any fuel
tax credits.

DISCLAIMER

Ensure that you are aware of your
responsibilities to your employees with
regard to their superannuation
entitlements. Contact us if you require
any clarification or advice.
The SGC was introduced to encourage
employers to pay their employees
superannuation on time and compensate
employees when their employer failed to pay
on time.
In a recent case, the High Court has found
that the SGC was constitutionally valid.
Employers need to pay the superannuation
entitlements within 28 days after the end of
each quarter. At least four payments a year
must be made.
Employers who fail to make the payments on
time are required to pay the SGC to the Tax
Office, which then forwards the
superannuation guarantee (SG) amount plus
an interest component to the employees’
superannuation fund.
Generally a tax deduction can be claimed for
superannuation contributions but any late
payments or a SGC cannot be claimed.
Currently, the minimum SG that needs to be
paid is 9% of employees’ ordinary time
earnings.
The government plans to increase the SG
from 9% to 12% by 2019/20. The SG rate
will be increased gradually with initial
increments of 0.25 percentage points on 1
July 2013 and on 1 July 2014. Further
increments of 0.5 percentage points will apply
annually up to 2019-20.

The material contained in this newsletter
is by way of general comment only and is
not intended as a substitute for specific
professional advice.
Readers must not act on the basis of any
material herein and must obtain advice
relevant to their own particular situation.
The author and publisher expressly
disclaim any liability to any person
irrespective of any action taken or not
taken in reliance on the contents of this
publication.

Remember:
Superannuation contributions for your
employees need to be paid promptly at the
correct rate to avoid the Tax Office
applying the SGC.
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SMSF Collectables & Personal use assets
- Questions & Answers

Are you?
A trustee or member of a SMSF which
owns artwork or other personal use assets?

At a glance:
The Tax Office have released a guide with
common questions and answers to assist
trustees of Self Managed Superannuation
Funds (SMSF's) comply with new stringent
rules for collectables and personal use assets.

You should:
Be aware of the holding requirements of
collectables in SMSFs. Contact us if you
require any clarification or advice.
On July 1, 2011, additional rules were
introduced into the Superannuation Industry
(Supervision) Act 1993 (SIS Act) for SMSF’s
that invest in collectables and personal use
assets.
Collectables and personal use assets include:
Artwork;
Jewellery;
Antiques or artefacts;
Wine or spirits;
Motor vehicles; and
Membership of sporting or social clubs.
The Tax Office has now produced a guide
explaining the additional rules that apply
from July 1, 2011 and the transitional rules
that will apply until July 1, 2016.
Funds that cannot meet these new
requirements will have until July 1, 2016 to
dispose of their ineligible assets.
The Tax Office guide contains a question and
answer section, which includes questions such
as:
Can my SMSF’s collectable be displayed in
the business premises of a related party of
the fund?
Can my wine collection be stored at home?
My SMSF is considering investing in
historic artefacts but I am having trouble
finding an insurance company which will
insure them. What should I do? and
If my SMSF fails to comply with any
regulation, what can happen?

Remember:
The tips contained in the guide can save
you a lot of money at retirement.

Claim GST credits
sooner on HP agreements

Are you?
Registered for GST and contemplating the
purchase of an asset for business purposes?

At a glance:
From 1 July, 2012, small businesses that
enter into a hire purchase agreement may
be able to claim the GST credits sooner.

You should:
Ensure you use the correct method of
claiming any GST credits on the purchase.
Contact us if you require any clarification
or advice.
Currently, claiming Goods and Services Tax
(GST) credits on the purchase and finance of
an asset depends on the method of finance
and your reporting basis for GST.
GST credits can be claimed on the purchase
of an asset through a Chattel Mortgage at the
time of the first payment regardless of
whether the business reports on a cash or
accrual method for GST purposes.
A small business cannot claim GST credits on
leased assets, as the assets are not owned by
the taxpayer. However, the GST included in
each lease payment can be claimed at the time
of making the payment.
GST credits can be claimed on the purchase
of an asset through a Hire Purchase (HP)
Agreement as follows:
Cash Basis Reporting: GST is claimed back
over the term of the financing arrangement;
Accruals Basis Reporting: GST is claimed
back at the time of the first payment.
From 1 July 2012, proposed amendments to
the legislation will mean small businesses that
report on a cash basis for GST purposes and
enter into a hire purchase agreement, will be
able to claim the full GST credits at the time
of the first payment.
This concession will only apply to new hire
purchase agreements entered into from 1 July
2012. Any hire purchase agreements entered
into before this date will be governed by the
previous legislation.

Remember:
Ensure you claim your GST credits on the
purchase of an asset correctly, according to
the method of finance and the method of
reporting for GST.
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New mandatory reporting for the
building and construction industry

Are you?
Involved in the building and construction
industry?

At a glance:
The Tax Office is introducing a mandatory
reporting regime to crackdown on
independent contractors working in the
building and construction industry.

You should:
Ensure that your business complies with
the new requirements from 1 July 2012.
Contact us if you require any clarification
or advice.
From 1 July 2012, businesses involved in the
building and construction industry (BCI) will
need to lodge an annual report detailing any
amounts paid to contractors and subcontractors together with each contractor’s
Australian Business Number (ABN).
The Tax Office is aiming to collect the
information to data match transactions to
improve tax compliance in the BCI.
Based on results of 2009 contractor audits,
34% of the contractors were from the BCI
and 51% of the BCI contractors had either
not lodged a tax return or had failed to
declare their income fully or partially.
Payments that have to be reported are those
which include a service component. The
amount to be reported must then include all
monies paid to the contractor including any
payments for materials and fittings.
For example, Jack is a plumber who has been
contracted by a builder to install several toilets
in a housing estate. His contract includes
payment for his labour as well as parts and
fittings used. Jack’s contract would be a
reportable supply as it’s a supply of a service
in the BCI. The whole of the payments would
need to be reported to the Tax Office by the
builder.
Reporting businesses include all entities,
including sole traders, working wholly or
principally in the BCI. If the contracting party
is not in the BCI, that party will not need to
report to the Tax Office.

Remember:
From 1 July 2012, businesses in the BCI
will need to comply with new reporting
requirements.

Modernisation of
tax law for trusts begins

Are you?
A trustee or beneficiary of a trust?

The Tax Office guide for employers

Are you?
An employer?

At a glance:
The Tax Office has released an updated
guide for employers to assist them in
meeting their tax and superannuation
obligations for all their employees.

You should:
Be aware of the tax and superannuation
obligations for your employees. Contact us
if you require any clarification or advice.
The Tax Office has recently updated its guide
for employers.
The comprehensive guide covers a number of
issues, including:
Things to think of when employing new
workers or when employees leave;
The various PAYG withholding
requirements;
Fringe Benefits Tax (FBT) and when an
employer is liable for it;
Nomination of default superannuation
funds for employees;
Lodging various reports and returns
including PAYG withholding reports, FBT
returns, tax returns and superannuation
statements;
Various payment cut-off dates; and
Information about keeping records.
The guide also lists a large number of direct
links to other guides as well as contact
numbers to obtain more information.

Remember:
The updated Tax Office guide for
employers is available now.

At a glance:
The government has released a consultation
paper as the first step towards an update of
the income tax laws relating to trusts.

Living away from home
concessions - Changes announced

You should:
Be aware of proposed changes to the
taxation of trust income. Contact us if you
require any clarification or advice.

The federal government has decided that
legislation which deals with trust income
needs to be reformed to minimise the current
discrepancy between trust and taxation law.
This reform is required as previous
amendments to the tax laws have not taken
trust income into consideration causing
increasing uncertainty.
In particular, the introduction of capital gains
tax and the dividend imputation system over
25 years ago, and more recently the decisions
made by the High Court in the Bamford case,
have created uncertainty with respect to the
taxation of trust income.
The consultation paper outlines three options
for reform:
A model to implement changes through the
rewording of currently used definitions;
A model which would operate under the
existing provisions but introduce additional
steps to categorise classes of income subject
to specially defined tax treatment; or
A model to tax income of the trust in the
hands of the beneficiaries where the
income retains its character through the
trust.
Submissions for this stage of the consultation
process are due by February 10, 2012. Further
opportunities to contribute will be given in
due course as the government is expecting
amendment of the legislation to take at least a
year.

Remember:

Are you?
An employee who receives an allowance
for travel or meal expenses?

At a glance:
The government recently announced in its
Mid Year Economic and Fiscal Outlook
report that the Living Away From Home
Allowance (LAFHA) would be restricted to
reduce the abuse of these concessions.

You should:
Be aware of the changes to the LAFHA
concessions. Contact us if you require any
clarification or advice.
Employees who live away from their usual
place of residence for work purposes can
choose to salary sacrifice some of their
remuneration in the form of a Living Away
From Home Allowance (LAFHA), which is
not taxable in the hands of the employee.
The Tax Forum held in October 2011
highlighted widespread abuse of these
concessions. The amount of reported LAFHA
payments by employers had increased from
$162 million in 2004/05 to a total of $740
million in 2010/11.
When releasing the government’s Mid Year
Economic and Fiscal Outlook in November
2011, the Treasurer Wayne Swan commented
that the tax exemption had increasingly been
misused, mainly by highly-paid executives and
foreign workers.
Changes in criteria, which will come into
effect on 1 July, 2012, include:
Individuals claiming LAFHA will need to
substantiate their actual expenditure on
accommodation and food greater than the
statutory amount; and
Only Australian residents, who maintain a
home in Australia for their own personal
use but are living away for work, can claim
the LAFHA.

This invitation is your chance to have a say
on how trust income should be taxed.

Remember:
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Certain eligibility criteria need to be
satisfied in order to qualify and receive
a LAFHA.

Super Co-contributions
– 2012/13 limits & thresholds

QUOTE OF THE QUARTER

“Small opportunities are

Are you?

often the beginning of

A trustee or member of a superannuation
fund?

great enterprises.”

At a glance:
The government has updated the
2012/13 limits and thresholds for the
superannuation co-contribution.

You should:

Trustees liable for SMSF's liabilities

Are you?

Be aware of the reduction in the
government’s superannuation
co-contributions scheme. Contact us if you
require any clarification or advice.
The superannuation co-contribution scheme
is an initiative by the government to boost
superannuation savings of low and middle
income earners.
Under the scheme, eligible taxpayers receive a
co-contribution from the government by
making personal after-tax superannuation
contributions to their superannuation funds.
In order to qualify for the scheme taxpayers
must satisfy the following tests:
The taxpayer must make a personal
contribution by June 30 into their complying
fund;
At least 10% of all income earned by the
taxpayer must be from employment
activities or the carrying on of a business or
a combination of both;
The taxpayer must be under 71 years of age
at the end of the income year;
The taxpayer must lodge an income tax
return for the relevant year; and
The taxpayer’s taxable income must be
within the relevant thresholds.
As part of the mid-year economic and fiscal
outlook 2011/12, the government has
announced reductions to the co-contributions
scheme for the 2012/13 financial year:
Maximum Matching Minimum Maximum
Year of
threshold Threshold
rate
entitlement entitlement
2011/12

$1,000

100%

$31,920

$61,920

2012/13

$500

50%

$31,920

$46,920

The reductions for the 2012/13 financial year
take effect from July 1, 2012.

Remember:
Superannuation co-contributions are still
a great way of topping-up your
superannuation savings.

Demosthenes

CONTACT US!

An individual trustee of a SMSF?

If you would like to discuss

At a glance:

any of the above articles or

A recent case has highlighted that
individual trustees can be found liable for
Self Managed Superannuation Fund’s
(SMSF’s) liabilities.

You should:
Consider whether each individual trustee is
acting prudently regarding their duties as a
SMSF trustee. Contact us if you require any
clarification or advice.
A recent case has highlighted that individual
trustees of a SMSF are considered jointly and
severally liable for SMSF liabilities if they have
been reckless or negligent in their
duties as trustees.
The case involved a husband and wife, who
were the trustees of their SMSF.
Over a period of time, the husband
transferred a total of $3.46m into a Turkish
bank account, thereby exhausting the SMSF
assets. Neither trustee was eligible to withdraw
money from the SMSF.
The Tax Office issued a notice of noncompliance, a notice of assessment for over
$1.58m and a penalty for over $1.47m.
The wife argued that she had no knowledge of
her husband’s breach as a co-trustee and
should not be held accountable for his
actions. She claimed that she had not derived
any income as a result of his
misappropriation.
The AAT upheld the Tax Office assessments
as the misappropriation was conducted by a
co-trustee which caused the SMSF to be noncompliant.
In some previous cases, co-trustees have not
been held liable as they have acted prudently
while conducting their duties.

Remember:
Take an active role in the management
of your SMSF.
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