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Kevin Rudd and Wayne Swan delivered a budget last month which was fairly benign & they largely
ignored the recommendations from the Henry Tax Review.
Key Budget Announcements and Changes are:

Lower Company Tax rates for the 2013-14 year of 29%, then 28% the year after.

For the many small business owners who do not use a Company and instead trade through a

% . . - .
° Family Trust, there are only marginal reductions in personal tax rates:

Current Rates Tax Current Rates Tax
& 2009/2010 Rate 2010/2011 Rate
$0 - $6,000 0% $0 - $6,000 0%
$6,000 - $35,000 15%  |$6,000 - $37,000 15%
& - $35,000 - $80,000 30%  [$37,000 - $80,000 30%
)
; o * $80,000 - $180,000 | 38%  |$80,000 - $180,000 37%
' $180,000 + 45%  |$180,000 + 45%
& , = . . . . .

0 1 The Low Income Rebate increases from $1,350 this year to $1,500 in 2010/2011. This not only
benefits lower income earners, but also allows larger tax free distributions from Family Trusts to
minors.

; 0 ) " The Net Medical Expense Rebate, which provides you with a 20% refund on out of pocket
medical costs (such as pharmaceuticals, dental, optical, physio, hospital etc) totaling more that
$1500 will rise to a $2,000 threshold.

% 3 % $ " The Child Care Rebate will be capped at $7,500 per child—down from the current $7,778 per
child.

The Government Superannuation Co-Contribution will be permanently reduced from $1,500 or
) 4 o $ 150% to a maximum of $1,000 or 100% for personal contributions to super. The Government
+ o+ contribution reduces once your income exceeds $31,920 and stops when you exceeds $61,920.
“  Compulsory Superannuation contributions to be raised from 9% to 12% by 2020.
5 5 $ Low income earners will receive a $500 government tax credit in to their superannuation

account—effectively eliminating the 15% contributions tax.

Retaining the $50,000 super contribution limit

for taxpayers aged over 50, but only if their ; e 5 3
superannuation balance is below $500,000.

From 2011/12, Individual taxpayers will receive B i e
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a 50% discount on the tax payable on the first =+ os9 e
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Small Businesses will be allowed to immediately net Pﬂt’sn‘;i'. o o w"‘"’"‘wﬂ
write off assets valued at less than $5,000 from o .o\:‘;; ,rv =
2012-13 instead of depreciating them. All other v el

assets will be depreciated at 30% as is the
current practice.

If you would like to find out more about the Federal !
Budget & how it impacts you, please contact Alan ®
Medlin at our office for more information.



After a year off on maternity leave, Maria Fittipaldi will be returning part time to GNS in July. It will
be great to have Maria back to assist Jane with our Self Managed Super Fund clients, and we are
sure that baby Matthew will enjoy some quality time with his Grandparents.

We are also excited that Elizabeth Nardella has recently taken up a permanent position within the
GNS team principally to replace Tim Morgan who has left us to travel Australia.

Liz joins GNS as an enthusiastic CPA Accountant with 10 years experience in public practice and
will be meeting many of our clients over the coming months as the new tax year kicks off.

| am sure that Liz will be of great assistance to you all.

Well the performance of investment markets since the start of May have not been that flash. We were going along okay
earlier this year, but then several issues have had a negative influence on the recovery from the Global Financial Crisis.

Internationally, the continuing debt problems in Greece & Spain, combining with a spluttering US economy which starts to
show some life, only to get wacked by contradicting financial updates (whether that be unemployment, inventory buildup,
home sales, bank bonuses etc), then there are fears of a Chinese property bubble (and also Melbourne!) to dampened
investor confidence.

Locally, the Federal Budget and the long awaited Henry review (which was largely ignored by the Government) captured
the headlines, with the new 40% Super Profit Mining Tax taking centre stage. These announcements immediate had a
negative effect on all the local miners, but then the full impact on other industries such as the mining equipment/services,
steel producers, engineering, building & construction and the implications for small mining towns, caused further shock
waves on the share market.

The Australian Sharemarket, and everyone’s Superannuation, took a hit following this announcement, but of more
importance is how foreign investors now view Australia. We are now seen as a less desirable investment destination
due to political uncertainty and interference. The foreign investors who lend money to our banks, build capital works
here and employ many Australians, will start to wonder what else is in store.

The miners are not the only ones scratching their head.

Every Australian originally owned Telstra when it was publically owned.

Then the Federal Government of the day sold something we already owned — back to us, between $3.30 and $7.45 a share.
Recently the Government had Telstra over a barrel with spectrum licences, bringing them to the negotiating table to settle a
compensation package for selling back their customers to the proposed $43 Billion National Broadband Network.

The National Broadband Network is then schedule to be floated (ie sold back to us) within 5 years
of completion.

So the Government owned Telstra, sold it to us at a profit, makes Telstra give up part of its
business back to the Government, then they will sell it back to us again as the NBN
— I don’t know too many people queuing up to buy that back!

Many newspaper pages have been dedicated to the problems associated with the Mining Tax and
the varying rates of tax currently paid by the miners. But | am sure that the supposed consultation
process with the mining industry will surely play out to water down the impact of this new tax. This
will be particularly so given it is an Election year and WA voters in particular are sending a strong
message to those in Canberra.

The Government claims the revenue raised from this new 40% Mining Tax, will go towards cutting the company tax rate from
30% to 28%, increased depreciation on business assets and increasing the compulsory Superannuation levels to 12%. There
are several flaws with this though:
1) Many small businesses, who the government claim will benefit from this reduction in company taxes from 30% to 28%,
don’t actually pay Company Tax.
Most small businesses operate through Family Trust structures and won®benefit from this tax relief.

2) Small businesses can currently write-off assets under $1,000 immediately, and depreciate those assets over $1,000
at 30% a year. The proposed increase to a $5,000 immediate write off before the 30% depreciation kicks in,
only brings forward a tax deduction that businesses would have been entitled to anyway.
So there is no extra tax benefit, only a timing benefit. Big ticket items like cars, computer servers, tractors etc
all cost far more than $5,000 and wont benefit from this proposed change.

3) The increase in compulsory Superannuation from 9% to 12% by 2020 is not funded by the Mining Tax,
nor is not funded by the Government. Itis Employers all over the country who will be funding this increase.
The Government should stop saying that without the Mining Tax, ‘Working Families’ will not get an increase in
Superannuation contributions, because that is untrue, Employers will be paying this, not the miners.
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For 2010/2011, the ATO has received additional funding to undertake more audits and has clearly indicated that the cash
economy will be targeted. The ATO plans to conduct around 3,700 audits and visit some 8,000 businesses this year.
The ATO will also send around 35,000 letters to businesses that could be at risk of participating in the cash economy.
In order to tackle the cash economy, the ATO has developed benchmarks or business
averages, for a variety of industries. For example, Sam has a painting business and
works for household customers only. Sam reports that he purchased 1,700 litres of
paint for the 2009/10 year and charges around $22 per square meters to do the job.

Based on ATO’s benchmarks, Sam is estimated to have sales income of between
$187,000 and $224,400. However, Sam’s tax return shows income of only $120,000
- this discrepancy could trigger an ATO enquiry.

There are currently about 100 benchmarks the ATO are using for GST & Income
Tax compliance checks.

We have already seen a few GNS clients be quizzed over their tax returns as they fall
outside of the ATO’s Benchmarks. On each occasion, our clients have been able to satisfactorily answer the ATO queries.

The cost of defending your claims with the ATO can be significant. GNS Audit Insurance is one way that you can guard
against the cost of defending your claims. In the last 12 months we have seen a significant rise in the number of ATO audits
or Integrity Reviews, as they now like to call them.

In one instance this financial year, our accounting fees for assisting with an ATO review amounted to $5,760. Thankfully no
ATO amendments were issued and because this client was covered by the GNS Audit Insurance there was no out of pocket
cost to the client for our costs.

If you would like to find out more about the GNS Audit Insurance, please speak with Jill Roberts at our office.
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One of the initiatives contained in the Henry Report was to reduce the need for some
Australians to lodge a Personal Income Tax Return. As part of this reform, the Government
will give tax payers the option of not lodging their 2013 Tax Return and instead accept a
default tax deduction of $500, and then in 2014 the automatic deduction will rise to $1,000.

The supposed ‘Tick and Flick’ of a tax return may not end up being as attractive as
it sounds. If you are a small business owner, have investment properties, capital
gains or other investments you wont be able to take advantage of this option.

Even the value of the automatic deduction of $500 or $1000 is fairly minimal.
The ATO's figures show that the average Individual Taxpayer claimed $2,008 worth
of deductions last financial year. By 2014 the average is likely to be over $2,500.

As clients start to think about this year's tax, it is important to remember that the ATO require your deductions to be
substantiated. It is for this reason that we ask all clients to provide us with receipts etc for their work or investment related
expenses such as: Travel & Car, Uniform & Laundry, Union Fees, Subscriptions & Memberships, Donations, Home Office &
Phone/Internet etc.

To help with this process, we have a series of checklists & worksheets available on our website: www.gnsgroup.com.au
2009/10 Individual Tax and Business Worksheets - Checklists
7 5 * 8
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Well the 2010 season has reached the half way mark, and it is certainly one of the most even footy seasons for years.
Weekly upsets have kept all our Tippers on their toes and we have a very close leader board.

Graham Harrop is in the lead on 64, closely followed by David Chwyla, Doug McGregor, Mark Harrop and Anthony Sinclair
and on 63. There are a further 5 tippers on 62 points — so it's very much up for grabs.

Just a reminder that your tips can be made in advance if you will be away, and can be placed via our web site —
www.gnsgroup.com.au, click on the Information Desk to log in.
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In this edition, we have a profile on The Good Head Beer Company.
Not content with building a successful father and son partnership with Duncan Mcintyre Real Estate, Duncan & Alex Mcintyre
have now branched out into 3 further businesses.

The Good Head Beer Company was born out of the determination of creating a unique, Full Strength, Australian owned beer
— with of course, a frothy Good Head.

Now stocked at bottle shops, bars and clubs across Melbourne, Good Head Beer is of course also available on tap at
The Home of Good Head Beer Bar.

Located at 176 Hoddle Street, Abbotsford, couple of doors up from the Collingwood
Town Hall, it is not only a great venue to unwind on the weekend by taking in the Live
Music, but also perfect for your next function.

Whether it be your 40" birthday, or your upcoming Christmas party, The Home of Good
Head Beer offers a relaxing venue, with great pub food and of course, Good Head Beer
on tap.

As if that is not enough, there is Home@Hoddle, providing Backpacker accommodation
at two prime locations along Hoddle Street. Being so close to the City and MCG,
Home@Hoddle is the perfect location to access all of the Melbourne tourist sites.

The Home of Good Head Beer Home@Hoddle

176 Hoddle Street, Abbotsford Richmond & Abbotsford

Function bookings (03) 9416 3344 alex@homeathoddle.com.au

www.goodheadbeer.com.au www.homeathoddle.com.au
) 4 + + +

It's that time of the year again when Employers start to prepare their PAYG Payment Summaries. A few new boxes appear this
year which need to be completed. The main change is showing Reportable Employer Superannuation Contributions (RESC).
What exactly is this?

An RESC is basically any amount of Superannuation paid on behalf of an Employee which exceeds the
compulsory 9% Super.

For example — Ted earns $40,000 a year + $3,600 or 9% in compulsory superannuation. Ted decides
to reduce his income and contribute an additional $10,000 to super as a Salary Sacrifice contribution.
Ted’s 09/10 - PAYG Payment Summary will show:

$30,000 Gross Wages

$4,000 Tax Deducted

$10,000 Reportable Employer Super Contributions (the 9% compulsory super is not shown)

Should you have any queries completing your PAYG Payment Summaries, please contact Liz Nardella
at our office for further assistance.
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