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The Federal Government has introduced amendments to the law in Tax Laws
Amendment (2006 Measures No. 1) Act 2006. This Act contains numerous
measures of significant importance.




The Promoter Penalty Regime

This regime has been introduced to deter the mass marketing of
tax schemes. Under these new rules, persons who promote, or
assist with the implementation of tax schemes face injunction on
the scheme as well as penalties of over $2.5 million.

Although tax agents and advisors are not exempt, those persons
who merely advise a taxpayer of the tax consequences of
entering into such a scheme are not impacted by the new rules
as presently drafted.

Blackhole Expenditure Regime

The current blackhole expenditure regime applies to costs
incurred after 1 July 2001. The provisions were introduced after
business identified genuine business costs that were not
deductible for taxation purposes. The current provisions provide
deductions for blackhole expenditure over a five year period.
However, the expenditure to which the provisions related were
limited to specific circumstances, for example costs incurred to
establish or convert your business structure or to defend a
takeover.

Since that time it has been identified that numerous costs remain
inappropriately treated for income tax purposes. Accordingly,
following an announcement in last year's Federal Budget,
confidential consultation was engaged to examine particular
legislative options.

As a consequence, the new legislation is all inclusive. The Act
provides that capital business costs incurred are deductible over
a period of five years where the expenditure is not otherwise
taken into account or where the deductions are not otherwise
denied by some other provision. The provisions only apply to a
business which is, was or is proposed to be carried on for a
taxable purpose.

Due to the broad application of this new measure, the Act
introduces a number of other amendments:

m  Firstly, more costs will be included in relation to the holding
of a depreciating asset;

m Secondly, the list of costs forming a part of the cost base of
a CGT asset has been expanded. Accordingly, more costs are
likely to be capitalised rather than deducted

®m  Thirdly, for individuals in business, the non-commercial loss
rules have been expanded so as to deny deductions under these
new releases where the commercial business tests are not met.

Accordingly, where a capital cost is not addressed elsewhere
within the tax laws, a deduction is likely to be available over a
five year period. This applies to costs incurred on or after 1 July
2005.

Amendment to GST vouchers

The Act also amends the way vouchers are to be treated for GST
purposes. It had been noted that a number of vouchers for

telephones and telephone top up cards may not be eligible to be
treated as vouchers for GST purposes. The amendments now
make it clear that such vouchers are to be treated as vouchers
for GST purposes. Included in the definition of vouchers are pre-
paid phone cards or facilities that enable the holder to use
telephones or similar services. Similar services include SMS,
MMS, e-mail, text, graphics and access to the internet.

The vouchers rule only applies to face value vouchers. These are
vouchers that have a value, either on the face of the voucher or
on accompanying documentation, that give a value. Other
vouchers are not covered by these rules. Face value vouchers
are not subject to GST when they are supplied, as it is not
always known what the GST liability of the supply will be (for
instance, a 'phone voucher' may be used in Australia, which is
taxable, or overseas, which is GST-free).

When the voucher is redeemed the value is the value of the
voucher (plus any additional amount paid, less any change given
to the customer). It should be noted that where 'bonus' amounts
are given to the user that these bonus elements are not subject
to GST. Thus, a user may buy a top up 'phone card' for $50 that
entitles him or her to have not only the $50 call allowance, but
also a further bonus of up to $250 worth of extra minutes (or
text messages, MMS etc.). GST is only due on the $50 value and
not the bonus element. Clearly, it is important to ensure that the
documentation refers to these amounts as bonus elements
otherwise GST will be due on these amounts.

The 'voucher' may be a paper voucher, electronic or in other
forms. In addition the voucher may be supplied with other goods.
For instance, a mobile phone provided with a SIM card with $20
of value on the SIM card is a mixed supply of a '‘phone and a
$20 voucher'.
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