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2009 Federal Budget Overview

Kevin Rudd and Wayne Swan delivered a budget last month which was not as tough as many expected. It
contained a forecast massive national debt, rising unemployment in the coming years and some policy changes
which are already being changed as they are unworkable.

Key Budget Announcements and Changes are:

New Tax Rates

Employee Share Plans

Increase in Age Pension Age
Taxation of Foreign Income

Lower Superannuation Contribution Limits
Non Commercial Losses
50% Small Business Investment Allowance
30% Private Health Insurance Rebate

The Government delivered on its pre-election promise of tax cuts for most Australians.

Current Rates Tax Current Rates Tax Current Rates Tax
2008/2009 Rate 2009/2010 Rate 2010/2011 Rate

$0 - $6,000 0% $0 - $6,000 0% $0 - $6,000 0%
$6,000 - $34,000 15% |$6,000 - $35,000 15% [$6,000 - $37,000 15%
$34,000 - $80,000 30% |$35,000 - $80,000 30% |$37,000 - $80,000 30%
$80,000 - $180,000 40% |$80,000 - $180,000 38% |$80,000 - $180,000 37%
$180,000 + 45% |$180,000 + 45% |$180,000 + 45%

The Low Income Rebate increases from $1,200 this year to $1,350 and then $1,500 in 2010/2011. This not only
benefits lower income earners, but also allows larger tax free distributions from Family Trusts to minors.

The Senior Australian Tax Offset was indexed slightly from 1 July. Self funded retirees and those in receipt of a
Carers Pension or Youth Allowance also receive an increase. But Family Tax Benefit payments will be frozen for
the next 3 years.

The $150,000 income threshold remains for most government assistance packages, as does the $75,000 Baby
Bonus test for the 6 months following the birth of a child.

Subjecting the 30% Private Health Insurance Rebate to an Income Test has certainly been controversial, and a
counter proposal by the opposition to increase cigarette taxes is being considered as an alternative. This will
allow the 30% rebate to be maintained and avoid further burdening the Public Health system.

Continued page 2...

2008/09 Individual Tax and Business Worksheets - Checklists can be printed or
downloaded from the GNS Website, www.gnsgroup.com.au under “Our Difference”.
Please use these to assist in collating the relevant information for your 2008/09 tax returns.

$900 Stimulus Package

Just about all eligible clients have now received their $900 stimulus payments. Confusion over who is eligible
still remain. Why one or neither of a couple have received the payment despite earning less than $100,000 has
left some people scratching their heads as deceased people have received the payment.

The general rules are:

. Were you an Australian Resident in the 2007/2008 year.

. Did you have a taxable income less than $100,000 in the 2007/2008 year.

. Lodged your 2007/2008 Tax Return by 30 June 2009.

. Did you pay at least $1 of tax after subtracting tax rebates and Imputation Credits

If you answered yes to all of these, then you could be entitled to something.
Many low income earners and pensioners, receive rebates or imputation credits which
will minimise or eliminate their tax, but will also rule them ineligible for the $900 handout.
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A GNS Baby on the way!

Many people will already know, but Maria Fittipaldi commenced maternity leave a couple of weeks ago
as she and husband Vince prepare for the birth of their second child. We are sure that 5 year old
Isabella will take good care of her new sibling and Maria will be back in the office in no time!

Maria has been at GNS for 15 years and has mastered the work-life balance over the last
five years working both from our office and also remotely from home. Due in early July,
stay tuned for the next newsletter for an update of Maria’s latest addition to the family.

Partly in response to Maria’s maternity leave but also being referred some great new clients at GNS
over the last year, we have employed James Gu, who will start in mid July to cover the extra work.
We are excited that James is joining GNS as a Graduate Accountant to develop his hands-on skills
to go with the technical skills he acquired during his Accounting training at Monash. James plans to

complete the CPA program and | am sure you will all welcome James when you speak with him.

2009 Federal Budget Overview con..

30% Depreciable Asset Allowance - Now 50% for Small Businesses

On Budget night, one of the few surprises was an increase to the already announced investment allowance. Small Businesses with a
turnover of less than $2 million may now be eligible for a 50% upfront tax deduction for certain new plant and equipment purchased.
The 30 June 2009 deadline has also been extended, and will now finish on 31 December 2009.

If you purchase a new business use asset for your business between 13 December 2008 and 31 December 2009, you will most likely be
eligible to claim an additional 50% tax deduction, and continue to claim all of your depreciation as per normal.

The key Small Business (Turnover less than $2million) criteria are:
. The asset needs to cost more than $1,000.
. The assets must be a depreciating asset used in a business;
. The asset needs to be a new asset or a new improvement to an asset (2™ hand assets are ineligible);
. The asset is a tangible asset (ie. Not software, goodwill etc)
. For assets purchased between 13 December 2008 and 31 December 2009 - a 50% tax allowance will apply

There were no changes to the previously announced criteria for larger businesses with a turnover greater than $2million.
. The asset needs to cost more than $10,000.
. The assets must be a depreciating asset used in a business;
. The asset needs to be a new asset or a new improvement to an asset (2™ hand assets are ineligible);
. The asset is a tangible asset (ie. Not software, goodwill etc)
. For assets purchased between 13 December 2008 and 30 June 2009 - a 30% tax allowance will apply
. For assets purchased between 1 July 2009 and 31 December 2009 - a 10% tax allowance will apply

The additional deduction will be claimed by business taxpayer’s in their tax return (i.e. 2008/09 or 2009/10 financial years).

The most common assets our clients will purchase to take advantage of this additional benefit
include: new Motor Vehicles, Computers, Tractors, Fork Lifts and Machinery.

Eg. A Small Business, purchases a $44,000 new work van which is used 100% for business
purposes on 1 June 2009. The business claims back the $4,000 GST on their June Quarter BAS.
In their 2008/09 Tax Return, they claim an additional tax deduction of $20,000 ($40,000 x 50%).
They will also continue to claim their normal depreciation on the $40,000 vehicle.

Using the wrong type of finance for your new asset may actually deny you the 50% tax deduction.
It is very important that this is done correctly. So call us and allow GNS, to not only get you a great
interest rate on your finance from our panel of lenders, but make sure that you are eligible for the
extra 50% allowance.

Now for the Catch!

Like most things, the fine print can be very important. The New Asset must be used ‘Predominantly
for Business Use’. This is not actually defined in the legislation, but most commentators are taking a 75% business use to be close to
‘Predominate’. The usual test of Majority Business Use implies 51%, so predominate carries a higher business use requirement than 51%.

The other issue which needs to be considered is what happens to the 50% extra deduction.
The main beneficiaries of this appear to be Sole Traders and Partnerships who can take advantage of the full benefits.
For those clients with a Company or Trust, the rules will be a little different, and the same answer may not apply to everyone.

If you operate through a Company, you will have an amount carried forward in your Retained Profits which carries no Franking Credits.
Ultimately, when this bonus deduction is paid out to shareholders in years to come as a dividend, it will be treated as an Unfranked Dividend
and be fully assessable. Some older companies may be lucky enough to have excess franking credits to cover this possible shortfall.

Similarly with a Trust, the Deed will provide some answers, but many Family Trusts will be required to distribute the 50% bonus deduction as

a capital distribution and it will be fully assessable to the beneficiary as a capital gain. In a Unit Trust, the distribution of Capital would reduce

the cost base of the units, and if it brings the cost base to $0, then a taxable gain would arise. Taxpayers are lobbying the ATO to change this
interpretation as it undoes the intended benefits of stimulating economy.
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Superannuation

There are two big misconceptions about Superannuation

1) That Superannuation is an investment, and a bad investment at that, as it has recently fallen in value.
Superannuation is not an investment - it is only a taxation structure, and close to the best tax structure you can get.
What other tax structure can people use to accumulate wealth at only 15% Income Tax and most likely 10% Capital
Gains Tax, and then access a Tax Free income stream once they retire?

Everyone has a different tolerance to risk and volatility, and there is an investment available to match this.

Within this great tax structure, Superannuation, there are many investments that we can each invest in.

The basic ones include: Australian & International Shares, Residential and Commercial Property,

Government & Corporate Bonds, Cash & Term Deposits.

With proper advice and planning, you can invest in the most appropriate, long term, investment to suit your needs.

2) That the rules surrounding Superannuation are too confusing and difficult to understand.

Our Superannuation rules are somewhat simpler than they were 10 years ago, but the trouble is,
Australians have become accustomed to some form of Superannuation change with each Federal Budget.
It is this expectation of change which creates this general confusion that the rules are difficult to understand.

Unfortunately, each successive Government will continue to tinker with the Superannuation rules. But this is no reason to fear Super,
instead, we all just need to accept that the rules will keep changing, we can’t stop this. However, this is where the value of Financial
Planning and Taxation Advice works wonders - structuring a comprehensive retirement plan that is flexible enough to adapt to the changes.

This year's changes were leaked so far in advance, that there were not many surprises on Budget night.
The halving of Concessional Contribution Limits from 1 July 2009, whilst expected, does raise some long term queries
about how our country plans to fund the looming retirement of a generation of Baby Boomers over the next 15 years.

Having entered the workforce prior to the introduction of compulsory super, Baby Boomers have traditionally used the last 10 years of their
working life to top up on their Super contributions once the kids have moved out and the mortgage is paid off through Salary Sacrifice.

This strategy, coupled with a Transition To Retirement Pension, allowed most people to significantly ramp up their superannuation balance
prior to retirement in a tax effective manner. An equally effective method of minimising Capital Gains Tax upon the sale of a investment
property or share portfolio was to contribute a significant amount into super as a Deductible Contribution. This strategy, if executed
correctly, would reduce the amount of Capital Gains Tax down to an effective 15% tax rate.

Does the Government really believe that most people are going to happily pay more tax now that they cannot contribute as much into
super? | can’'t see taxpayers rushing to hand over more money to the Tax Office! In an attempt to grow wealth, in a tax effective manner,
most people will turn to other forms of tax effective investment such as Agricultural or Tree Schemes (haven’t Timbercorp & Great
Southern Plantation been great examples of the problems in this area of late).

The other much more likely strategy to be used is Negative Gearing into property or shares. The expected increase in Negative Gearing
will be significant. But hang on a second, hasn’t the Global Financial Crisis of the past 18 months been caused by too much debt!

From 1 July 2009, Concessional Super Contribution limits will be halved. For those over 50, the limit will fall to $50,000,
For those under age 50, the limit will fall to $25,000. These amounts are not expected to be indexed for six years.
Concessional Super Contributions include:
Salary Sacrifice Contributions
Compulsory 9% Employer Contributions
Additional Voluntary Employer Contributions
Member Deducted Contributions

It will be important that anyone who has an existing Salary Sacrifice agreement with their employer, redo the sums to make sure they will
be below the new contribution limits, or contact our office for further assistance. Remember also that Employers can sometimes make their
June quarter super contributions at the end of June to claim an early tax deduction, or in July to assist with cashflow for an extra month.
This timing can play havoc with your plans as you may inadvertently exceed the maximum contribution limit.

The Non Concessional Contribution limit (personal contributions) will remain at $150,000pa or $450,000 over the 3 years.

The Government Co-Contribution will be reduced from $1.50 to $1.00 for the next 3 years, therefore workers who have an income
below $60,000 and haven't already made an after tax, personal contribution to their super fund this financial year of up to $1,000,
they may want to do so before the end of June to maximise the higher Co-Contribution amount.

Foreign Employment Income

Currently, most Resident Australians who are overseas for more that 91 consecutive days & earn employment income, are exempt from
Australian Tax because Australia has a Double Taxation Agreement with these foreign countries.

From 1 July 2009, Australian Tax Residents will be liable for Australian Income Tax on all their foreign income, regardless of the 91 Days.
However, they will be entitled to an offsetting credit for the amount of Foreign Tax paid.

EG. Warren is sent to work in Asia for a 5 month period and is taxed $22,500 overseas on the $150,000 he earned.
However, as Warren is still an Australian Tax Resident, he will have an additional tax bill of $21,950 due in Australia.
This is the difference between the Australian Tax rates, and that of the foreign country.

From this perspective, there is a real benefit in being deemed a Non Australian Tax Resident to avoid this additional tax.
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Employee Share Schemes

From 12 May 2009, the ability to defer tax on employee shares until they vest or are sold, was removed.
This will force taxpayers to pay tax up front on any employee shares they are given.
Also the current $1,000 worth of free shares people could be given will be limited to those earning less than $60,000.

Virtually all Public Companies have suspended their employee share schemes as the Government reconsiders this proposal.
If companies stop issuing employee shares, the Government gets no tax, and this was not the intended outcome for the government.
Under the old rules where the tax could be deferred until the shares were sold or vested, the Government generally received more tax.

Up Front Deferral
Employee Shares 30,000 30,000 EG: Bruce earns $200,000 and works for Woolworths.
Up Front Tax 13.500 0 He is given $30,000 worth of shares as his 2009 performance bonus.
: Bruce chooses to defer the tax and avoid an upfront tax payment of $13,500.

In 5 years time, the shares are sold for $50,000 and Bruce pays $22,500 tax.

Sale Proceeds 50,000 50,000

Tax 4,500 22,500 Generally speaking, the Government collects more tax by allowing the tax
deferral as the shares generally increase in value over time.

Total Tax 18,000 22,500

50%0 Reduction in Minimum Pensions

The Government has extended the temporary 50% minimum pension reduction by a further year, until 30 June 2010. The 50% reduction is
in response to declining investment markets, which will assist pensioners avoid crystalising losses just to satisfy a minimum pension payment.
Pensioners who draw more than the minimum pension to cover their living costs, can certainly continue to draw what they need.

If you are a self funded pensioner and wish to reduce your minimum pension obligations, please contact your pension provider,
or call our Financial Adviser, Anthony Sinclair, to discuss your situation or for further assistance.

Our Self Managed Super Funds clients will have received notification of the new minimum pensions for the 2008/09 year.
The lower minimum pension obligations for the 2009/10 year will be calculated when we complete the SMSF tax returns in the coming months.
Please contact Jane McGregor once you have received all of the required SMSF information and documents for the 2008/09 tax work.

Non Commercial Losses

From 1 July 2009, taxpayers with an adjusted taxable income above $250,000, will not be able to offset their non commercial losses against
their other income despite satisfying one of the current NCL requirements. These losses will be quarantined and carried forward until a year
when the taxpayer’s income is below $250,000 or they make a profit from the venture. This will affect higher income earners who may operate
a business as an artist, primary production grower & breeder or what the politicians like refer to as Collins Street Farmers. Lower income
taxpayers may fall foul of these new rules in a year when they may have a large Capital Gain & their income exceeds the $250,000 restriction.

New GNS Bank Account Details

GNS has just moved all of our banking facilities to Westpac and will be using a new bank account from 1 July 2009.

Our preferred method of payment is Electronic Funds Transfer (EFT), and for those clients who pay this way, can you please remember to
change your records to reflect our new bank account numbers.

We have also added EFTPOS as a payment option to go with EFT, VISA & Mastercard. Our new banking details are:

GNS Group Pty Ltd - Westpac BSB: 033-057 Account No: 327 064

Dates for your Diary

30/06/09 — End of the 2008/09 Financial Year
30/06/09 — Super contribution payments to be cleared by today to claim an ‘09 deduction

14/07/09 — Due date for PAYG Payment Summaries to be provided to employees
28/07/09 — Last day for making June Quarter Super Contributions

10/08/09 — June 2009 Qtr BAS/Instalment Activity Statement payment & lodgement due
14/08/09 — Due date for submitting PAYG Payment Summary Reconciliation to the ATO
21/08/09 — July 2009 Monthly PAYG Withholding Tax payments & Lodgement due

21/09/09 — August 2009 Monthly PAYG Withholding Tax payments & Lodgement due

‘ GNS Group

235a Lower Heidelberg Road
PO Box 2014
Ivanhoe East, Vic 3079

Phone: (03) 9499 7444
GNS Group is an Authorised Representative of Count. ‘*Count’ and Count Wealth Fax: (03) 9499 1005
Accountants® are the trading names of Count Financial Limited, ABN 19 001 974 Email: info@gnsgroup.com.au
625. AFS Licence Number 227232. Principal Member of the Financial Planning Website: www.gnsgroup.com.au
Association of Australia Limited
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