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to any person, whether a purchaser of this publication or not, in respect of anything and of
the consequences of anything done or omitted to be done by any such person in reliance,
whether whole or partial, upon the whole or any part of the contents of this publication.
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The Two Main Taxes

The Two Main Taxes

Before we delve into the tools of the game, namely
companies and trust structures, it is necessary to show you
how to keep score. You need to know if you are winning at
this game called tax. You do this by measuring the
differences in tax rates between an individual and a
company or trust.

Income tax is money taken out of your salary before you see
it. The more you earn, the higher the rate. The table below
shows the current Australian personal income tax rates.

Income Tax Rates Table

Income Bracket Tax Income Bracket Tax
(From July 2005) Rate (From July 2006) Rate

$0 - $6000 Nil $0 - $6000 Nil

$6001- $21,600 15 %* | $6001- $25,000 15 %*

$21,601 - $63,000 | 30 %* | $25,000 - $75,000 30 %*

$63,001 - $95,000 | 42 %* | $75,001 - $150,000 | 40 %*

$95,001 + 47 %* | $150,001 + 45 %*

*Plus Medicare levy which is normally calculated at 1.5% of your taxable income
but this rate may vary depending on your circumstances. Throughout this book
48.5% is quoted as the highest tax bracket, which is the highest income tax rate of
47% plus the Medicare levy.
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Result Summary

Real Life Examples

Before

Structures: None

Asset Value: $6 million - property

Asset Ownership: Elsie

Income: $250,000 gross rental income
Income Tax: $75,000 approximately

After

Structures: Unit Trust, SMSF

Asset Value: $6 million - property

Asset Ownership: Unit Trust - units owned by SMSF
Income: $250,000 rental income

Income Tax: $2,000

Establishment Cost: $5,000

Ongoing Fees: $2,000

Tax Saving;: $70,000, first year, $73,000 second year
20 year saving: $1.5 million less $45,000 in fees

Please note that, while this method worked for Elsie, changes to superannuation
laws in May 2006 now limit contributions made into super. Therefore the above
method requires earlier planning or possibly another approach entirely.
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