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TAX PLANNING OPPORTUNITES FOR INDIVIDUALS AND BUSINESSES 2010

DEFER INCOME AND ACCELERATE DEDUCTIONS

As personal income tax rates are set to decrease from 1 July 2010, this will give businesses, particularly those operating as sole traders, partnerships or trusts an added incentive to defer income until the new financial year and accelerate any income tax deductions into the current financial year.

Ways to defer income include the delay of issuing invoices.  We also suggest you review debtors prior to 30 June 2010 to identify and write off any bad debts. 

Methods of accelerating deductions could include the following:

Prepayment of expenses.

For Small Business Entities (SBE’s).  This is where business annual turnover is less than the $2 million threshold.

· Can claim a full tax deduction in the year of payment where the expense covers a period of no more than 12 months.

For Non SBE.  This is where business annual turnover is more than $2 million.

· Can claim a tax deduction for the prepayment relating to the period up to 30 June 2010; or

· In addition, could claim a full tax deduction for the prepayment where it is under $1000.

Accrued expenditure

Business taxpayers (both non SBE’s and SBE’s) which are not on the cash basis, are entitled to a deduction for expenses incurred as at 30 June 2010, even if they have not yet been paid.  The following expenses may be accrued:

· Salary or wages and bonuses.  The accrued expense for the days that employees have worked but have not been paid as at 30 June 2010.  Ensure that staff bonuses are quantified and documented prior to year end to enable a deduction to be claimed.

· Interest.  Any accrued interest outstanding on a business loan that has not been paid as at 30 June 2010.

· Fringe Benefits Tax.  If an FBT instalment is due for the June 2010 quarter but not payable until July, it can be accrued and claimed as a tax deduction in the 2010 year.

· Directors’ Fees.  Where a company is definitively committed to the payment of a director’s fee as at 30 June 2010, it can be claimed as a tax deduction.

Other Accelerated expenditure

· Repairs.  Make any repairs to office premises, equipment or other business items prior to 30 June 2010.

· Superannuation.  Ensure all superannuation contributions are paid by 30 June 2010 in order to claim a tax deduction.   Superannuation is only deductible when paid.  These amounts cannot be accrued.

· Write off any depreciating assets which are no longer being held for use.

· Donations.  Make any donations prior to 30 June 2010.

MEDICAL REBATE

From 1 July 2010, the Government will increase the threshold above which a taxpayer may claim the 20% net medical expenses tax offset from $1,500 to $2,000, and will also commence annually indexing the threshold to the CPI from 1 July 2011.

Please make sure you claim all your medical expenses at Medicare and your private health provider prior to 30 June 2010 if you know your out of pocket medical expenses for the 2010 financial year will exceed the $1,500 threshold.

If you plan to claim the medical expense offset in your 2010 income tax return, we suggest you call Medicare and your private health provider after 30 June 2010 and request an annual medical summary which details the amounts claimed during the year, in order to assist with the preparation of your 2010 income tax return.

MYOB 

MYOB have recently released the 2010 Version 19 series of software.  

This upgrade includes the new tax tables effective from 1 July 2010.  It also includes the new layout for Payment Summaries, incorporating the new requirement to disclose any reportable superannuation contributions made to employees during the year.  

If you are using the payroll system in MYOB, then this upgrade is important to you.  

For further information on pricing please contact Melanie Pisani on (03) 9695 3611.

Please Note: Many of the comments in this publication are general in nature and anyone intending to apply the information to practical circumstances should seek professional advice to independently verify their interpretation and the information’s applicability to their particular circumstances.
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