2021-22
BUDGET

With the release of 2021-22 Federal Budget, there’s a lot of
information to digest. To help you understand where you are at, we
have summarised the budget to give you a better insight on key
topics.
Please note that whether or not these changes necessarily become
law is subject to the Government and the Senate, passing legislation
to approve the relevant measures.
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INDIVIDUALS

PERSONAL INCOME TAX CUTS
In

2021-22,

no

changes

will

be

made

to

personal

tax

rates,

the

Government has already brought forward the Stage 2 tax rates to 1 July

Individuals

TAXABLE INCOME

LITO

less than $37,000

$700

$37,001 - $45,000

Reducing from $700 at $5c per $1

$45,001 - $66,667

Reducing from $325 at $1.5c per $1

$66,668 +

$0

2020. The Stage 3 Personal income tax cuts remain unchanged and will
commence in 2024- 25 as already legislated.

Low and Middle Income Tax offset ( LMITO) will

be retained for 2021-

22 income year and the setting of the LMITO remain unchanged.

PRIMARY 183 DAY TEST FOR RESIDENCY

The amount of LMITO will be:

The

TAXABLE INCOME

LMITO

less than $37,000

$255

$37,001 - $48,000

Increase by $7.5c per $1, capped at $1,080

$48,001 - $90,000

Maximum $1,080

$90,001 - $126,000

Reducing from maximum at $3c per $1

126,001 +

$0

Government

has

announced

that

it

will

replace

the

individual

tax

residency rules with a simple 183 days bright line test — where an individual who
spends 183 days or more in Australia is regarded as a tax resident.

Individuals who do not meet the primary test will be subject to secondary tests that
depend on a combination of physical presence and measurable, objective criteria.

SELF-EDUCATION EXPENSES
The Government will also remove the exclusion for the

Low Income Tax offset (LITO)

current

will also be retained for 2021- 22

income year. The Maximum amount of the LITO is $700.

ﬁrst

$250 deduction for

prescribed courses of education. The

ﬁrst $250 of expenses relating to prescribed

course

deductible.

education

is

currently

not

The

measure

aims

to

reduce

compliance costs for individuals claiming self-education expenses.
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BUSINESS

Business
TEMPORAY FULL EXPENSING OF ASSETS EXTENSION

EMPLOYEE SHARE SCHEMES (ESS)

The Government has announced a 12 month extension to the temporary full

‘Cessation of employment’ has been removed as a taxing point under the deferred

expensing measures until 30 June 2023. Eligibility for the temporary full

taxation rules

expensing measure will remain unchanged.

employees

in

However, the change will only apply to ESS interests issued to
the

income

years

commencing

after

the

amending

legislation

is

passed
Under the current law, eligible businesses with a turnover of less than $5

Secondly, the cap for qualification into the deferred taxation rules in respect of

billion are entitled to an immediate deduction for the full cost of eligible

salary

depreciating assets at any value as long as purchased after 7:30pm AEDT

$5,000 to $30,000

sacrifice

arrangements

by

unlisted

companies

has

been

increased

from

on 6 October 2020, and first used or installed by 30 June 2022.
For those entities with aggregated turnover exceeding $5 billion, they may
also be entitled to an immediate deduction under the alternative test

SELF ASSESSED EFFECTIVE LIVES FOR INTANGIBLE ASSET
The Budget confirmed that the income tax law will be amended to allow taxpayers

EXTENSION OF LOSS CARRY BACK RULES FOR COMPANIES
The extension to the temporary loss carry-back will also allow companies

to self-assess the effective life of certain intangible assets (such as intellectual
property and in-house software), rather than being required to use the effective life
currently prescribed in the table in s 40-95(7) of the ITAA 1997.

with a turnover of less than $5 billion to carry back a tax loss up to the
2022–23 income year and apply it offset tax paid in a previous income
year as far back as the 2018–19 income year.

ATO DEBT RECOVERY
Administrative Appeals Tribunal (AAT) will be given the ability to pause or modify
ATO debt recovery actions where the debt is being disputed by a small business
with a turnover of less than $10 million. The measures are intended to reduce legal
fees and red tape for small businesses
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SUPERANNUATION

Superannuation

05
EASING OF RESTRICTIONS AROUND SUPERANNUATION

DOWNSIZER CONTRIBUTIONS
From 1 July 2022, Australians over 60 years of age will be eligible to make downsizer

Australians can look forward to more opportunities to top up
superannuation

balances

as

they

approach

retirement

and

contributions. Previously the downsizer contribution was limited to Australians over
age 65. The other eligibility criteria for the downsizer contribution

beyond.

remain unchanged.

HAS THE WORK TEST REALLY BEEN ABOLISHED?

Originally introduced in the 2018 Budget, people aged 65 and over were allowed to

From 1 July 2022 Australians will no longer need to meet the work
test

to

be

eligible

to

make

non-concessional

superannuation

sell their own home if they had owned it for at least ten years and then make a one
off contribution of up to $300,000 into superannuation.

contributions and receive salary sacrifice contributions.
The Government is proposing to open up the age for eligibility to include those from
Individuals aged 67-74 years will still have to meet the work test to
make

personal

Superannuation

deductible
Balance

contributions.

(TSB)

Cap

needs

Note
to

be

the

age 60 in order to free up stock and create movement in the property market.

Total

considered

(currently $1.6 m) when a client wishes to make non-concessional
contributions.

Tax planning note:
It would be prudent to consider making any potential non-concessional contributions
prior

to

making

a

downsizer

contribution,

as

the

downsizer

contribution

is

not

counted towards an individual’s non-concessional contribution cap. They are also
Currently
restricted

individuals
from

aged

making

between

certain

67-74

years

contributions

of

unless

age

are

they

are

exempt from the restrictions on non-concessional contributions for people with total
superannuation balances above $1.6m ($1.7m from 2021-22).

working at least 40 hours in a 30 day consecutive period, which is
known as the work test.

Furthermore,
balance

cap

for

people

(TBC)

in

($1.7m

retirement
from

pension

2021-22)

are

phase
also

and
able

are
to

over

make

the
a

transfer

downsizer

contribution. Note that if an individual has used all their TBC they will be required to
keep the downsizer contribution in accumulation phase.
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HOUSING

Housing
First Home Super Scheme (FHSS)

Other First Home Buyer Measures

The amount of voluntary super contributions that can be released

New Home Guarantee

under the FHSS increases to $50,000 (up from $30,000).
To be expanded, an additional 10,000 places available for first home
Voluntary contributions made from 1 July 2017 (up to the threshold

buyers seeking to build or purchase a newly built home will be able to do

$15,000) will count towards the amount able to be released.

so with a deposit as little as 5%.

To be eligible, a person must;

Family Home Guarantee for single parents
Be 18 years or over,
Have not used the FHSS scheme previously, and
Have never owned a property before.

The Family Home Guarantee allows single parents with dependants to
purchase a home with as little as 2% deposit. To be established with
10,000 guarantees made available over 4 years.

The increase will apply from the start of the first financial year after
Royal Assent. Expected to be from 1 July 2022.
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THE BIG
PICTURE

The Big Picture
VICTIMS OF FAMILY AND DOMESTIC VIOLENCE
The

Government

will

provide

funding

from

WOMEN'S SAFETY
1

July

2021

for

initiatives

to

reduce and support the victims of Family, Domestic and Sexual Violence
(FDSV) against women and children. Further, the Government announced it
will not proceed with a measure to extend early release of superannuation
to victims of family and domestic violence.

As part of the National Plan currently being developed, the Government has
announced it will provide $998.1 million over four years from 2021-22, plus
$2.3 million in 2025-26, for initiatives to reduce and support the victims of
FDSV.
Programs and initiatives that directly support women and children who
are victims of FDSV
Programs for prevention of FDSV and education

Early superannuation release for victims of family & domestic violence
The

Government’s

previous

measure,

announced

in

an

attempt

to

help

victims of family and domestic violence, allowed women to withdraw up to
$10,000

from

their

superannuation

accounts.

In

this

Budget,

Support services
Improvement of data collection

the

Government has announced it will not proceed with the measure to extend
early release of superannuation to victims of family and domestic violence.

AGED CARE QUALITY AND SAFETY
The Government has announced its response to the Royal Commission into

CHILD CARE SUBSIDY

Aged Care quality and safety and the availability of aged care services.
The Government has announced its response to the Royal Commission into

Families will keep more money in their pocket with the CCS rate increasing

Aged Care quality and safety and the availability of aged care services,

by 30% for children five years and under. However, these changes only apply

providing a $17.7 billion whole-of-government response across the following

to

sectors:

a

family’s

second

and

subsequent

children,

meaning

single

children

families will miss out. The CCS increase is capped at a maximum of 95%.
Governance and regional access
The $1.7 billion dollars’ worth of funding over five years will also abolish the

Homecare

$10,560 annual subsidy cap for high income earners. It is hoped the removal

Residential aged care quality and safety

of the subsidy cap for high income families will encourage both parents

Residential aged care services and sustainability

back into full time work.

Workforce.

Reference: "Federal budget 2021, The Big Picture", BDO, https://www.bdo.com.au/en-au/federalbudget2021/the-big-picture
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FOLLOW US

INSTAGRAM

GENERAL ADVICE WARNING
Information provided on this newsletter is general in nature only and
does not constitute personal advice. The information has been
prepared without taking into account your personal objectives or
needs. Before acting on any information in this report you should
consider the appropriateness of the information having regard to your
objectives and needs. If there is any area within this report that you

As you can see from the above, there are some changes which will
impact you. If you want to know more or require details about a
specific topic, please call us on 9417 3511
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would like to discuss, please call us. We are here to help.

