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Tax News, Views and Clues


BAS and IAS Lodgement Extensions 

The Tax Office has announced further lodgement extensions for quarterly Business Activity Statements (BAS) and Instal-ment Activity Statements (IAS) lodged by tax agents only. These extensions do NOT apply to people preparing and lodging their own BAS or IAS.

Final dates for the lodgement and payment for BAS and IAS are:

•
June 2001 quarter — 
13 August 2001; and

•
September 2001 quarter — 12 November 2001.

Tax Office wins 
Anti-avoidance Case

The Tax Office has been successful in applying the anti-avoidance provisions in a recent case. It argued for the cancellation of an interest tax deduction that would not have been available due to foreign loss quarantining rules but for the interposing of an Australian resident company between the taxpayer and its foreign subsidiaries.

The Court held that the taxpayer’s dominant purpose 
in interposing the company 
was to obtain the interest 
tax deduction, therefore the deduction was not allowed. In determining this, the purpose of the taxpayer’s advisers in recommending the scheme was considered relevant, and attributed to the taxpayer.

This case highlights the need for arrangements to be driven by commercial, rather than tax, considerations.

Anti-avoidance and Interposed Entities who Split Income

A Court has found that the anti-avoidance provisions in the Tax Act applied to cancel income splitting advantages arising from using an interposed company to provide consulting services.

The Court considered that the consulting fees derived by the company related to the personal services of the taxpayer, and that the use of the company was only explicable by a desire to income split (and therefore save tax).

Whilst this case has potential relevance for all taxpayers providing consulting or similar services via an interposed entity, it seems likely that the Tax Office would now attack such arrangements under the alienation of personal services income rules, which apply from 1 July 2000. The facts in this case occurred prior to 1 July 2000.

FBT – GST Interaction 

The Tax Office has issued a ruling concerning the interaction of FBT and GST, and which gross-up factor should be used.

Broadly, the higher gross-up factor must be used when the employer is entitled to claim 
an input tax credit in relation 
to the supply of the fringe benefit. 

Input tax credits will not be available where, for example, the supply to the employer is input taxed or GST-free. Examples include education and international travel. In such cases, the lower gross-up factor would apply.
The ruling also confirms that the GST inclusive value is to be used when determining the taxable value of benefits, the value of employee contribut-ions and the effect of the otherwise deductible rule.

Salary Sacrifice Arrangements

The Tax Office has amended its previously released draft ruling concerning salary sacrifice arrangements (SSAs).

Importantly, the draft ruling now provides that SSAs entered into by employees governed by an industrial award, which reduce salary below award rates, are effective (acceptable). This is contrary to the previous draft ruling.

In addition, the amended draft ruling provides that SSAs concerning bonuses or leave must be made before the employee earns the bonus or leave entitlement.

Transitional Reasonable Benefit Limits (RBLs) 

Taxpayers who failed to obtain a transitional RBL before the 
4 April 1997 deadline will now be able to make a late application.

RBLs set the maximum amount of concessionally taxed super-annuation and eligible termin-ation payments that a person is entitled to during their lifetime. 

Transitional RBLs are available to those taxpayers who can establish a higher RBL under the pre-July 1994 regime than the prescribed RBL thresholds that are now applicable. 

This may include those who were over 45 (at 30 June 1994) with relatively higher incomes or those with more than $400,000 of accumulated superannuation benefits at that time.

Transitional RBLs can save you tax, so if you think they may apply to you please contact us to discuss this matter.

Refund of Excess Franking Credits

The Tax Office has announced the mechanism to be used for claiming a refund of excess franking credits. Resident individuals, superannuation funds, charities and certain other taxpayers may claim a refund from 1 July 2001 for excess credits on franked dividends paid on or after 1 July 2000.

Where such entities lodge a tax return, refunds may be claimed via an attached schedule.

Other entities may claim the refund via an application form which may be obtained from the Tax Office.

Uniform Capital Allowances — New Rules 

A uniform capital allowance system is proposed to apply from 1 July 2001. It will provide a set of general rules for calculating tax deductions for the notional decline in the value of most depreciating assets. 

There have been some recent changes to the proposed new rules.

A new rule applies from 9 May 2001, preventing artificially accelerated tax deductions where an asset is acquired from an associate, or where the end user does not change (such as sale and lease​back arrange-ments). Broadly, the new owner must adopt the same depreciation method as the previous holder. 

From 1 July 2001, certain add-itional blackhole expendi​ture, such as unsuccessful takeover costs, costs incurred upon cessation of a business and the costs of winding up a company may be immediately tax deductible.

If you need further information on the proposed uniform capital allowance system please contact us.

FBT Rates and Thresholds 

The Tax Office has issued the following rates and thresholds for the FBT year ending 31 March 2002:

•
car parking threshold: $5.79

•
benchmark interest rate: 7.55%

•
living-away-from-home allowance — reasonable food component:


1 adult 
$154


2 adults 
$247


3 adults 
$278 


4 adults
$370


2 adults & 1 or 2 
children 
$278


2 adults & 3 children 
$324


3 adults & 1 child
$324


3 adults & 2 children
$370

Adults are persons aged 12 or over. For larger families, add $93 per additional adult or $46 per additional child.
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