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ESCAPE THE NEW HORSE LOSS RULES!

Well, what a joy to finally pass on some good news re the new horse loss
rules for high income earners.

No, they haven't gone away, unfortunately, but there can be a legitimate way
to avoid them if your employer co-operates.

These loss rules are part of what is known in the tax world as the "Non­
Commercial Loss ("NCL") rules.

For the uninitiated, individuals (or partners who are individuals) whose
adjusted taxable income ("ATI") exceeds $250,000 will have to quarantine
and carry forward this loss unless a successful private ruling is lodged with
the ATO. No longer can they refer to other ATO rules as to whether a loss can
be deducted. These rules operate from 1 July 2009.

The ATI includes the sum of:

o Taxable income for that year (e.g. wages less work related deductions);
o Reportable employer superannuation contributions ("RESCs") for that

year;
o Total net investment losses for that year; and
o Reportable fringe benefits for that year.

In effect, many high income earners will be forced to seek the ATO's approval
before any loss can be claimed from a business activity (e.g.
breeders/owners, wine makers, pastoralists etc) on or after 1 July 2009, i.e.
this tax year onwards. In tax speak, the "Commissioner's discretion" is
required for the tax loss to be deductible.

TAX TIP - Employer reimbursement of horse business expenses

An employee who is also carrying on a horse loss-making business can avoid
these new NCL rules by having their employer reimburses their horse
business expenses under an effective salary sacrifice agreement.

The "employer" can also be a family company that pays significant wages to
family members, i.e. your typical "Mum and Dad" company.

Carrazzo Consulting Pty Ltd Certified

Practising Accountants

22 Blackwood Street

North Melbourne 3051

Paul Carrazzo CPA Dirt'dor

Carrazzo Consulting CPAs
Page 1 of 5

Tel. 9329 7044 Fax 93298355

ABN 80079815991




