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2011 Federal Budget Announcements
 – Management Rights Business Owners
Personal Tax Rates – No change (Except for one off flood levy)
A summary of the personal tax rates announced in last night’s 2011 budget are as follows :

Residents : Personal tax rates and thresholds

Current 2010-2011 income year

Next Financial Year 2011-2012 (Includes Flood Levy *)
Taxable income         Rate (%) 

Taxable income               Rate (%)

0 - 6,000 

       0 


0 - 6,000 

 
  0 

6,001 - 37,000 
     15 


6,001 - 37,000 

15     
37,001 - 80,000 
     30 


37,001 - 50,000 

30      
80,001 - 180,000 
     37 


50,001 - 80,000 

30.5     *  (extra 0.5%)
180,001+ 

     45 


80,001 – 100,000

37.5
 *  (extra 0.5%)







100,001 – 180,000

38
 *  (extra 1%)






180,001+ 


46
 *  (extra 1%)
  ( Note : The above rates exclude the 1.5% Medicare Levy + the Low Income Tax Offset is a maximum of $1,500.  In 2011-2012 the Flood Levy * applies to individuals with > $50,000 income.)

Family/DiscretionaryTrusts – Remain Tax Effective   
Management Rights business owners operating their business via a family or discretionary trust will continue to be able to maximise their associated taxation benefits including :
(i) Ability to distribute income among the family group and related entities ;
(ii) Concessionally access any carry forward capital losses and/or tax losses ; 
(iii) Tax deductible superannuation contributions available ; and

(iv) Access the capital gains ‘tax-free’ concessions on the eventual sale of the business.

Proposed reduction in the ‘tax-free’ distribution amount to children under 18
Unfortunately, however, the government has announced that they will seek to reduce the income amount which a family trust can distribute to a minor(child under age 18) from 1 July 2011. (This is via the proposed removal of the low income tax offset for minors on passive income earned.) Income can still be distributed tax-free to minors from 1 July 2011, albeit at a lesser amount.

Planning Point : Please advise your accountant of all children under 18 in the family group (including your brother’s and/or sister’s children and grandchildren) for this 2011 financial year, since the proposed reduction is not effective until the 2012 financial year onwards.

‘Contractor’ payments made by business owners in the firing line
The government has announced that they will increase their audit activity on payments made by business owners to ‘contractors’ in order to ensure the correct tax/super obligations are met.

Planning Point : Please ensure that no payment is made to a contractor unless you hold a valid tax invoice with an ABN and review potential superannuation obligations for contracts ‘principally for labour’. Please contact our office should you wish to discuss this matter further.                   
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Small Business Motor Vehicle tax write-off
The government has announced an instant tax depreciation write-off for the first $5,000 of any motor vehicle purchased from the 2012-13 financial year, with the remainder of the purchase value being depreciated over time. (i.e. Effective date from 1 July 2012 – over a year away).

Based on the current announcement proposal, it appears that this measure provides a ‘timing’ not permanent benefit only, and the total depreciation tax deduction for a new vehicle purchased today or in a little over a year’s time will be the same for the business owner.
Planning Point : In summary, if you require a new business vehicle in the near future there appears no permanent benefit in waiting until after 1 July 2012. Please contact our office before purchasing a vehicle to ensure your overall cashflow and taxation considerations are reviewed and that it is acquired in the most tax effective entity.

Superannuation – No major changes for business owners
The government has announced no major changes to superannuation concessional contribution caps should you be considering using this strategy to lower your average rate of income tax.

Superannuation contributions for the owners/directors must be paid/made before 30 June for a tax deduction to be available in the current 30 June 2011 financial year. 
Concessional ‘taxable’ contributions are limited to $25,000 up to the age of 50, and $50,000 over 50 years. ( An extension of the $50,000 cap will apply to individuals aged 50 and over with total superannuation balances less than $500,000 from 1 July 2012.)
It must be remembered that superannuation contributions must be drawn from actual ‘cashflow’ and preservation rules exist in respect of the withdrawal. You can also direct the Superannuation Fund to invest the funds in ‘cash’ to avoid risks associated with sharemarket movements.
A cost-benefit analysis may be required to be conducted, since the use of these funds in order to instead reduce debt, with the recent interest rate rises, may also need to be considered.
In summary, superannuation can a very effective strategy to reduce your overall average rate of tax, subject to a number of conditions, including your business income, age, family group situation and ‘cashflow’ requirements for future plans.
Employee Pay Slips

The government has announced that they will require employers to provide information on their employees’ payslips about the amount of superannuation paid into their accounts.
Planning Point : While the proposed measure is not set to be effective until 1 July 2012, we recommend that your current payroll software report this from a ‘best practice’ perspective.

Management Rights/Real Estate Industry – Status Quo
There appear no major budget announcements specifically in relation to the management rights industry other than the economic implications of the proposed fiscal measures announced. 
The good news is that the small business capital gains tax concessions remain relatively unchanged, allowing any capital gain derived on the sale of a management rights business (subject to correct initial business structuring) to be 100% tax free. 
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 Dated : 11 May 2011

PMA Group Accountants –  Taxation   Business    Advisor
Suite 22, Corporate House, 155 Varsity Parade, Varsity Lakes, QLD 4227.
t: (07) 5630 6559                              e:  peter@pmag.com.au                                w: www.pmag.com.au
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