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¢ƘŜ ƳŜŘƛŀ Ƙŀǎ ǿƛŘŜƭȅ ƭŀōŜƭƭŜŘ ǘƘŜ нлмлκнлмм CŜŘŜǊŀƭ .ǳŘƎŜǘ ǘƘŜ Ψƴƻ-ŦǊƛƭƭǎΩ ōǳdget and they are not wrong.  

The Government has released a Budget filled primarily with past announcements, leaked initiatives and a 

myriad of technical amendments.   

 

Funded primarily by the recently announced Resources Super Profits Tax due to commence on 1 July 2011 

and a more buoyant economy (thus stronger tax receipts), the Treasurer was at pains to paint a picture of 

fiscal responsibility.   

 

The highlight was the economy itself which is expected to return to surplus in three years; three years ahead 

of the predictions in the 2009/2010 budget forecast.  

 

.ǳǘ όŀƴŘ ȅƻǳ ƪƴƻǿ ǘƘŜ Ƴƻǎǘ ƛƳǇƻǊǘŀƴǘ ǇŀǊǘ ƻŦ ŀƴȅ ǎǘŀǘŜƳŜƴǘ ƛǎ ǘƘŜ ǇŀǊǘ ǘƘŀǘ ŎƻƳŜǎ ŀŦǘŜǊ ǘƘŜ ǿƻǊŘ ΨōǳǘΩύ ƛǘ ƛǎ 

not the headline issues that are important to the lives of practitioners and their clientsΣ ƛǘΩǎ ǘƘŜ ŘŜǘŀƛƭΦ  Being 

fiscally responsible also means cracking down on revenue leakage including an additional $2.7bn in revenue 

generated from a boosted GST compliance program. 

 

 

Key Budget points include: 

 

¶ Real GDP expected to grow to 4% on 2011/2012 as unemployment falls to 4.75% in the same year 

(placing pressure on skills and wages) 

 

¶ CƛǊǎǘ ǎǘŜǇǎ ǘƻǿŀǊŘǎ ǘƘŜ ŀōƻƭƛǘƛƻƴ ƻŦ ǎƛƳǇƭŜ ǘŀȄ ǊŜǘǳǊƴǎ ǿƛǘƘ ŀ ƳƻǾŜ ǘƻǿŀǊŘǎ άǘƛŎƪ ŀƴŘ ŦƭƛŎƪέ ǊŜǘǳǊƴǎ 

ς tax returns replaced with an optional $500 standard deduction from 1 July 2012 and $1,000 from 

1 July 2013 

 

¶ Previously announced tax cuts due to commence on 1 July 2010 remain in Budget (as do the 

changes to the Senior Australians tax offset) 

 

¶ 50% discount on tax paid on interest income (on up to $1,000 of interest income). 

 

¶ Medical expenses tax offset increased  

 

 

DonΩt forget, Knowledge ShopΩs May PD program delivers an overview of the impact of the Federal Budget, 

Henry review and Cooper Report.  If you have not already registered, log in and click here or download the 

fax back form.  

http://www.knowledgeshop.com.au/Network/Event/profile.asp?DocumentID=4796
http://www.knowledgeshop.com.au/uploads/0510_Knowledge_Shop_PD_-_Registration_Form_%28e%29.pdf
http://www.knowledgeshop.com.au/uploads/0510_Knowledge_Shop_PD_-_Registration_Form_%28e%29.pdf
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LOOK OUT FOR THE ATO  

Cash economy crackdown 

The ATO will be working overtime to track down every last scrap of tax dollar owing. 

 

! ōƻƻǎǘŜŘ ΨŎŀǎƘ ŜŎƻƴƻƳȅΩ ŎƻƳǇƭƛŀƴŎŜ ǇǊƻƎǊŀƳ ƛǎ ŜȄǇŜŎǘed to generate an additional $491.8m in revenue. 

GST compliance program boosted 

EǳǇƘŜƳƛǎǘƛŎŀƭƭȅ ǘƛǘƭŜŘ άǿƻǊƪƛƴƎ ǘƻƎŜǘƘŜǊ ǘƻ ƛƳǇǊƻǾŜ ǾƻƭǳƴǘŀǊȅ ŎƻƳǇƭƛŀƴŎŜέ ƛǎ ǘƘŜ !¢hΩs crackdown on GST 

compliance.  Expected to generate $2.7bn in revenue over four years, the program targets: 

 

¶ fraudulent GST refunds 

¶ systematic under-reporting of GST liabilities 

¶ non-lodgement of GST returns and  

¶ non-payment of GST debts 

 

 

 

TAX AND INDIVIDUALS 

An end to tax returns - standard work related deductions 

The Government will provide individual taxpayers with a standard deduction for work-related expenses and 

the cost of managing tax affairs. 

 

Taxpayers with deductible expenses greater than the standard deduction amount will still be able to claim 

their higher expenses in lieu of claiming the standard deduction amount.  

 

 Standard deduction 

From 1 July 2012 $500 

From 1 July 2013 $1,000 

 

Date of effect 1 July 2012 

 

More information 

¶ Media release ς Standard deduction to increase tax returns for 6.4 million Australians 

  

http://www.treasurer.gov.au/DisplayDocs.aspx?doc=pressreleases/2010/037.htm&pageID=003&min=wms&Year=&DocType=0
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50% discount on interest income 

Individuals will have access to a 50% tax discount on up to $1,000 of interest earned, including interest 

earned on deposits held in authorised deposit taking institutions, bonds, debentures and annuity products. 

 

The discount will be available for interest income earned directly as well as indirectly, such as via a trust or 

managed investment scheme. 

 

Date of effect 1 July 2011 

 

More information 

¶ Media release ς Improving incentives for saving to benefit 5.7 million Australians 

 

Income tax cuts to go ahead 

The income tax changes announced in the previous budget will continue as planned.   

 

Taxable income from 1 July 2010 ($) Tax rate 

0 ς 6,000 0 

6,001 ς 37,000 15 

37,001 ς 80,000 30 

80,001 ς 180,000 37 

180,000+ 45 

 

The low income tax offset will also increase to $1,500 from 1 July 2010. This will increase the effective tax-

free threshold to $16,000 for individuals earning $30,000 or less. 

 

Date of effect 1 July 2010 

 

More information 

¶ Media release ς July 2010 tax cuts to help with cost of living pressures and strengthen our economy 

 

Senior Australians tax offset 

The changes to the calculation of the senior Australian tax offset announced in the previous Budget and due 

to take effect from 1 July 2010 remain.   The calculation of the rebate threshold (the amount an eligible 

taxpayer can have before the amount of senior Australians tax offset is reduced) will change to incorporate 

the low income tax offset where taxable income exceeds $30,000. 

 

Date of effect 1 July 2010 

 

  

http://www.treasurer.gov.au/DisplayDocs.aspx?doc=pressreleases/2010/036.htm&pageID=003&min=wms&Year=&DocType=0
http://www.treasurer.gov.au/DisplayDocs.aspx?doc=pressreleases/2010/032.htm&pageID=003&min=wms&Year=&DocType=0
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Increase in the Medicare levy thresholds  

The Medicare low-income thresholds will increase to $18,488 for individuals and $31,196 for families, with 

effect from 1 July 2009.  The additional amount of threshold for each dependent child or student will also 

increase to $2,865. 

 

The Government will also increase the Medicare levy threshold for single pensioners below Age Pension age 

to $27,697, with effect from 1 July 2009. 

 

Date of effect 1 July 2009 

 

More information 

¶ Media release ς Increase in the Medicare levy and Medicare levy surcharge low-income thresholds 

 

Net medical expenses tax offset claim threshold increased 

The threshold above which a taxpayer can claim the net medical expenses tax offset will increase from 

$1,500 to $2,000 and will be indexed annually to the CPI.  The tax offset remains at 20% of net unreimbursed 

eligible medical expenses. 

 

Date of effect 1 July 2010 (increase of threshold to $2,000) 
1 July 2011 (first indexation adjustment) 

 

 

Changes to first home saver accounts 

The first home savers accounts (FHSA) rules will be amended to allow savings in a FHSA to be transferred into 

an approved mortgage after a minimum qualifying period. Currently, FHSA holders who buy a home within 4 

years of opening a FHSA can only maintain concessional tax treatment of their FHSA money if they transfer 

the funds into superannuation.  

 

Date of effect Royal assent of the enabling legislation 

 

  

http://www.treasurer.gov.au/DisplayDocs.aspx?doc=pressreleases/2010/031.htm&pageID=003&min=wms&Year=&DocType=0
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SUPERANNUATION 

Terminal medical conditions benefits deductible  

The Government will extend the range of benefits that are deductible by complying superannuation funds 

and retirement savings account providers to include terminal medical condition (TMC) benefits. 

 

This measure addresses an anomaly in the taxation law regarding deductibility by superannuation funds and 

RSA providers of the costs of providing certain benefits to members/holders.  Currently, deductions are 

allowable for the cost of providing benefits relating to the death, permanent incapacity and temporary 

incapacity conditions of release, but not those relating to the TMC condition of release. 

 

Date of effect 16 February 2008 (the date the TMC condition of release was introduced) 

 

Extension of loss relief measures for merging super funds 

The Government has extended the loss relief for superannuation funds that merge to arrangements where 

existing funds merge into a new fund. The loss relief for superannuation funds that merge is a temporary 

measure which removes certain income tax impediments to fund mergers until 30 June 2011. The change will 

enable funds to merge into a new fund, which they may wish to do for a variety of reasons, for example, to 

adopt an updated trust deed. 

 

Date of effect 24 December 2008 

 

Minor tinkering with super laws 

The Government will make a number of minor amendments to the operation of the superannuation 

legislation.  These include: 

¶ permanently allowing a claim for a deduction for eligible contributions to be made to successor 

superannuation funds;  

¶ increasing the time-limit for deductible employer contributions made for former employees;  

¶ clarifying the due date of the shortfall interest charge for the purposes of excess contributions tax;  

¶ allowing the Commissioner of Taxation to exercise discretion for the purposes of excess contributions tax 

before an assessment is issued; and  

¶ providing new arrangements for public sector defined benefit schemes which fund benefits through 'last 

minute contributions'.  

 

Date of effect 2010/2011 income year 

 



© Knowledge Shop Pty Ltd | GST reforms and changes 9 

 

Superannuation co-contribution frozen 

The Government will permanently retain the matching rate for the superannuation co-contribution at 100% 

and the maximum co-contribution that is payable on an individual's eligible personal non-concessional 

superannuation contributions at $1,000.  

 

In addition, the Government will freeze for 2010/2011 and 2011/2012 the indexation applied on the income 

threshold above which the maximum superannuation co-contribution begins to phase down.  This measure 

will freeze these thresholds at $31,920 and $61,920 for two years. 

 

GST REFORMS AND CHANGES 

Increasing the financial supply thresholds 

The GST financial supply provisions will be amended.  Changes include:  

¶ increasing the threshold above which businesses need to interact with the financial supply provisions from 

$50,000 to $150,000 of input tax credits;  

¶ compliance changes for small business;  

¶ protecting against business inappropriately taking advantage of the reduced input tax credit concessions by 

bundling services; and  

¶ allowing small businesses accounting for GST on a cash basis to claim input tax credits upfront in relation to 

hire purchase arrangements. 

 

Date of effect 1 July 2012 

 

GST cross border rules simplified 

¢ƘŜ DƻǾŜǊƴƳŜƴǘ Ƙŀǎ ŀŎŎŜǇǘŜŘ ǘƘŜ .ƻŀǊŘ ƻŦ ¢ŀȄŀǘƛƻƴΩǎ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ŦǊƻƳ ƛǘǎ Review of the application 

of GST to cross-border transactions.  The package will reduce the number of non-residents who are drawn 

into Australia's GST system, through limiting the Ψconnected with AustraliaΩ provisions; expanding the 

compulsory reverse charge provision; extending the GST-free rules for cross-border supplies; and removing 

the need for some non-residents to register.   

 

Date of effect 1 July 2012 

 

More information 

¶ Media release ς Further reductions in GST compliance costs for business 

¶ Review of the application of GST to cross-border transactions 

 

http://assistant.treasurer.gov.au/DisplayDocs.aspx?doc=pressreleases/2010/095.htm&pageID=003&min=njsa&Year=&DocType=
http://www.taxboard.gov.au/content/gst_cross_border/index.asp
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Restructuring the margin scheme 

While no detail has been provided, the Government has announced that it will amend the GST Margin 

Scheme to clarify and simply existing provisions.  It will also make technical amendments to ensure that a 

valuation can be obtained for using the margin scheme for subdivided land. 

 

Date of effect 1 July 2012 

 

Revised start date for 2009/2010 GST budget measures 

¢ƘŜ DƻǾŜǊƴƳŜƴǘ Ƙŀǎ ǊŜǎǇƻƴŘŜŘ ǘƻ ŎƘŀƴƎŜǎ ǊŜŎƻƳƳŜƴŘŜŘ ōȅ ǘƘŜ .ƻŀǊŘ ƻŦ ¢ŀȄŀǘƛƻƴΩǎ Legal framework for 

the administration of the GST.  Changes include: 

 

Start date revised to 1 July 2011 for the following 2009/2010 Budget measures: 

¶ adopt the income tax self assessment regime for indirect taxes and refresh the period of review;  

¶ reform the change of use adjustments;  

¶ allow adjustments for pre-registration acquisitions;  

¶ clarify the treatment of tax law partnerships;  

¶ simplify the GST grouping membership interest rules and allow grouping of non-operating holding 

companies; and  

¶ introduce a reverse charge for supplies of going concerns and farmland.  

 

Date of effect 1 July 2011 

 

More information 

¶ Media release ς New consultation on GST administration measures (22 January 2010) 

 

Time limit for GST free boat exports extended 

Eligible supplies of boats used for recreational purposes will be GST-free if the boats are exported from 

Australia within 12 months.  The change extends the existing 60 day time limit. 

 

Date of effect 1 July 2011 

 

More information 

¶ Media release - Changes to GST law to assist Australian boat builders to boost export sales 

 

  

http://assistant.treasurer.gov.au/DisplayDocs.aspx?doc=pressreleases/2010/012.htm&pageID=003&min=njsa&Year=&DocType=0
http://assistant.treasurer.gov.au/DisplayDocs.aspx?doc=pressreleases/2010/088.htm&pageID=003&min=njsa&Year=&DocType=0
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Move to principles based GST exemptions 

Currently, taxes, fees and charges are exempt from GST if they are included in a determination made by the 

Treasurer. The law will be changed to a principles based legislative exemption. 

 

Date of effect 1 July 2011 

 

 

CGT AND BUSINESS  

Look-through treatment for earnout arrangements 

The Government will enable all payments under a qualifying earnout arrangement to be treated as relating to 

the underlying business asset. 

 

Earnout arrangements are used to structure the sale of a business (or business assets) to manage uncertainty 

about the value of the business.  Under the earnout arrangement, an earnout right may entitle the buyer or 

seller to additional payments depending on the subsequent performance of the business. 

 

Currently, an earnout right is treated as a separate CGT asset.  This treatment can result in inconsistent 

outcomes for taxpayers where the actual payments under the earnout right differ from the amounts 

estimated at the start of the arrangement (for example, reducing access to the CGT small business 

concessions). 

 

Date of effect Royal Assent of the amending legislation 
Transitional arrangements available from 17 October 2007 

 

Limitations imposed on CGT rollovers for fixed trusts  

The previous Budget provided limited CGT roll-over relief for transfers between fixed trusts with the same 

beneficiaries from 1 November 2008.  The Government will now place limitations on the roll-over.  No 

further details were provided. 

 

Share and interest sale facilities and CGT rollovers 

Companies use a share or interest sale facility to restructure when it would be impractical and expensive for 

them to comply with requirements in foreign jurisdictions relating to the issuing of interests to their foreign 

interest holders. 
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Where a business uses a share or interest sale facility, Australian resident interest holders may not be able to 

access a relevant CGT roll-over. This is because certain roll-overs require that all interest holders exchange 

their interests in the original entity for interests in the new entity. Under a share or interest sale facility, new 

interests which would have been allocated to foreign interest holders are allocated to an agent. 

 

This measure enables Australian resident interest holderΩs access to a broader range of CGT roll-overs where 

an entity restructures using a share or interest sale facility for foreign interest holders and ownership 

requirements are appropriately maintained. 

 

Date of effect 7:30pm (AEST) 11 May 2010 

 

CGT demerger relief  

The CGT demerger provisions provide a roll-over for CGT consequences arising from the demerger of an 

entity from a demerger group. 

 

The CGT demerger provisions will be amended so that an entity is excluded from being a member of a 

demerger group if it is a corporation sole or a complying superannuation entity.  Before Budget night, 

demerger groups where the head entity was a corporation sole or a superannuation entity were prevented 

from accessing demerger relief. 

 

Date of effect 7:30pm (AEST) 11 May 2010 

 

Extension of CGT roll-over relief for conversion of an indigenous body to an 

incorporated entity 

Applying only to transfers of an Indigenous incorporated body to an incorporated company, this measure 

allows indigenous incorporated bodies to transfer their incorporation without immediate CGT consequences. 

 

Date of effect 7:30pm (AEST) 11 May 2010 

 

¶ Media release - Reforms to capital gains tax make it easier for business to restructure 

 

 

  

http://assistant.treasurer.gov.au/DisplayDocs.aspx?doc=pressreleases/2010/090.htm&pageID=003&min=njsa&Year=&DocType=0

























