








2009-10to 2012- 13 2014-15
2011-12 and 2013- onwards

14
Matching rate 100% 125% 150%
Maximum $1,000 $1,250 $1,500

co-contribution

The table below shows the Government co-contribution
entitlement for a personal superannuation contribution
of $1,000 for a range of taxable incomes; comparing
2008/09 to 2009/10.

Total $30,000 $40,000 $50,000 $60,000 $70,000

taxable
income *

2008/09 - $1,500 max co-cont:

Gov't $1,500 $1,017 $517 $17 $0
co-cont.

in circumstances within 14 days. This is an existing
Centrelink/DVA requirement for notification of change in
circumstances.

e Clients will have more flexibility with their income
payments. Their income needs can be reviewed to
ensure their pension payments next year reflect those
needs.

Taxation

1. Reductions in Personal Income Tax

The Government has confirmed that o
previously legislated tax cuts will go -:h_:}

ahead for the 2009/10 and 2010/11
financial years. No additional tax cuts
were announced in this budget.

Current From 1 July 2009 From 1 July 2010
Taxable Rate | Taxable Rate | Taxable Rate
income income income

0-$6,000 0% | 0-$6,000 0% | O-$6,000 0%

Net super $2,500 $2,017  $1,517  $1,017  $1,000

contribution

2009/10 - $1,000 max co-cont:

Gov't $1,000 $678 $345 $12 $0
co-cont.**

Net super $2,000 $1,517  $1,017  $1,000  $1,000

contribution

* The definition of taxable income for co-contributions
will be expanded from 1 July 2009.

** Estimated Government Co-contributions have been
calculated using the 2008/09 lower threshold. This
threshold will be indexed to AWOTE for 2009/10.
Impact As a rule of thumb, for 2009/10, individuals
with total income under $50,000 pa and $1,000 of
after tax money available to contribute will be generally
better off investing an after-tax amount of $1,000
compared with an equivalent (grossed up) amount
invested pre-tax. This is because the benefit received
by the Government co-contribution is higher than
the equivalent tax savings available through salary
sacrifice.

4. Reduction of Income Stream Minimums

¢ Individuals with an existing income stream, and those
who purchase a new income stream in 2009/10, will
have the ability to only receive half of their minimum
annual payment in 2009/10.

e Centrelink/DVA clients who choose to reduce their
payments should be aware that their Centrelink
benefits may be affected by their choice. These
clients should advise Centrelink/DVA of their change

$6,001 - 15% | $6,001 - 15% | $6,001 - 15%
$34,000 $35,000 $37,000

$34,001 -  30% | $35,001 - 30% | $37,001-  30%
$80,000 $80,000 $80,000

$80,001 -  40% | $80,001 -  38% | $80,001 -  37%
$180,000 $180,000 $180,000

$180,001+ 45% | $180,001+ 45% | $180,001+ 45%

Income tax payable at selected taxable income levels
(ignoring Medicare levy and tax offsets)

Taxable Current Legislated Legislated
income tax (08/09) tax (09/10) tax (10/11)
$30,000 $3,600 $3,600 $3,600
$35,000 $4,500 $4,350 $4,350
$75,000 $16,500  $16,350 $16,050
$80,000 $18,000 $17,850 $17,550
$150,000 $46,000 $44,450 $43,450

2. Private Health Insurance Rebate

The Government has announced changes to the private
health insurance rebate. These changes take affect from
1 July 2010. From 1 July 2010 the Government will
introduce a 3 tiered approach to determine the amount
of private health insurance rebate payable to individuals.
Once income is above the upper threshold ($120,000



for singles and $240,000 for couples) no private health
insurance rebate will be payable.
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3. Medicare Levy Surcharge increase
To ensure that middle and high income =
earners do not abandon their private health

insurance the Government has introduce variable rates
of Medicare Levy surcharge, if appropriate private heath
insurance cover is not held and certain income thresholds
are exceeded.

Definition of ‘income’ is as follows:

¢ taxable income;

e reportable fringe benefits;

e reportable employer superannuation contributions;
¢ personal deductible superannuation contributions;
e total net investment loss

4. Increase in the Medicare Levy low income thresholds
The Government has announced new Medicare levy
thresholds that are applicable for the current financial
year (ending 30 June 2009). These are $17,794 for
individuals (previously $17,309) and $30,025 for families
(previously $29,207). The increase on these thresholds
for each dependent child or student will be $2,757. The
low income threshold for pensioners below age pension
age has been increased to $25,299 for the year ending
30 June 2009. This will ensure such pensioners do not
pay the Medicare levy when they do not have an income
tax liability.

5. First Home Owner’s Grant Boost - extension
The Government have announced that the First
Home Owners Boost (FHOB) will be extended
for a further 6 months for both the housing
market and first home buyers. For eligible first
home buyers who enter into contracts between
1 Jduly 2009 and 30 September 2009, the
FHOB will continue to provide $7,000 for the purchase
of established homes and $14,000 for the purchase of
new homes. For eligible first home buyers who enter
into contracts between 1 October and 31 December the
FHOB will be halved.

6. Small business tax relief

Effective date: eligible assets acquired between 13
December 2008 and 31 December 2009. As part of
previous fiscal stimulus packages, the Government had
announced that small business (those with a turnover of
less than $2million) would be able to claim a bonus tax
deduction for the acquisition of eligible assets, in addition
to the usual capital allowance deduction. Initially set as a
10% bonus deduction, then 30%, the bonus has again
been lifted to 50%.

7. Small business CGT relief

Effective date: CGT events happening in the 2006-07
and later income years.

In Changes have previously been made to ensure that
the beneficiary of an asset from a deceased estate (or
the estate itself) is eligible to claim small business CGT
relief in certain circumstances where the deceased would
have been eligible for the relief if they had sold the asset

Sy

immediately prior to their death. This form of extended
relief is to be made available in situations where the
asset has passed through to a testamentary trust. It will
be important to review any asset disposals from these
testamentary trusts in the 2006- 07 or later income years
to ensure the maximum CGT relief has been claimed.

8. Fringe Benefits Tax relief for donations

Effective date: FBT year commencing 1 April 2008.
Amendments will be made to the FBT legislation
to ensure that an FBT liability won’t arise where an
employee chooses to package donations to deductible
gift recipient organisations.

9. CGT relief for roll-overs between fixed trusts

Effective date: 1 November 2008.

Limited CGT relief will be provided for assets transferred
between trusts that have the same beneficiaries with the
same entitlements and no material discretionary elements
(typically referred to as fixed trusts). Essentially, this relief
will allow for the cloning of an existing fixed trust and
the transfer of some assets from the original fixed trust
to the newly cloned trust, with any CGT consequences
being deferred until the new trust actually disposes of
the asset.

10. Tightening access to non-commercial business
losses

Effective date: from 2009-10 income year.

In a measure clearly aimed at high income earners,
rules regarding the use of non-commercial losses
will be tightened to prevent taxpayers with adjusted
taxable income greater than$250,000 offsetting excess
deductions from non-commercial business activities
against salary and other income. Rather, the excess
deduction will be quarantined to that particular business
activity only.

11. Tightening non-commercial loan rules

Effective date: July 2009.

Currently, there are extensive tax rules designed to
tax certain payments out of private companies to
shareholders (or their associates) where a tax advantage
has been obtained in the company (eg where the
company is entitled to a tax deduction for the payment).
With effect from 1 July 2009 these rules will be tightened
further, by extending the non-commercial loan rules to
include payments by way of a licence or right to use real
property and chattels.
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Social Security

1. Age Pension increases

Effective date: 20 September =
2009.

The Government has announced the following changes
from 20 September 2009:

* An increase to the base rate for single age pensioners
of $30 per week;

e A combining of the four separate allowances (GST,
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Utilities, Telephone/Internet and Pharmaceuticals) into
one ‘pension supplement’ that will be paid fortnightly;
and

¢ An increase to the pensioner supplement of $2.49 per
week for singles and $10.14 per week (combined) for
couples.

These increases will apply to recipients of the Age
Pension, Service Pension, Disability Support Pension,
Carer Payment, Bereavement Allowance, Widow B
Pension, Wife Pension, Income Support Supplement
and to War Widows.

Total increase in Age Pension entitlements

Single Age 20 March From 20 Increase
Pension 2009 September
entitlement 2009

Per fortnight  $575.80 $640.78 $64.98

Perannum  $14,970.80 $16,660.28 $1,689.48

Couple Age 20 March From 20 Increase
Pension 2009 September
entitlement 2009

(combined)

Per fortnight  $957.80 $978.08 $20.28

Perannum  $24,902.80 $25,430.08 $527.28

2. Income test — changes to taper rate

Effective date: 20 September 20009.

From 20 September 2009, payments to pensioners will
be reduced by 50 cents for each extra dollar of private
income above the income test “free area”. Currently,
once a pensioner earns over the tax-free amount a 40
cent per $1 reduction applies.

Amount of Current From 20 Sept
income per pension 2009
fortnight before  cut out Pension cut out

tapering starts

Singles $138 $47,444 $38,693

Couples  $240 $72,423 $59,228

3. Incentives for pension age Australians to remain in the
workforce

a) Pension bonus scheme scrapped

The pension bonus scheme will be closed from 20
September 2009 to new entrants. There will be no
change to existing members of the scheme, and they
will continue to accrue entitlements under the current
rules. The new ‘work bonus’ will replace the pension
bonus scheme.

b) Pensioner ‘Work Bonus’ From 20 September 2009,
this bonus will allow pensioners to get a maximum of

$125 per fortnight in additional pension payments. This
will be achieved by disregarding half of the first $500 per
fortnight of employment income under the income test.

4. Benefits for self-funded retirees

a) Commonwealth Seniors Health Card — Government
back-flip.

Earlier this year the Government introduced legislation to
include tax-free pension income in the income test for
the Commonwealth Seniors Health Card (the Card) from
1 July 2009. The intention of this measure was to reduce
the number of self funded retirees who were eligible for
the Card. The Government has decided not to proceed
with these changes.

b) New payment for self funded retirees.

From 20 September 2009, approximately 300,000
self-funded retirees will be provided with access to
the Seniors Supplement. The Seniors Supplement will
be $790.40 a year for singles and $1190.80 a year for
couples combined. Payments will be made quarterly.
Self-funded retirees eligible for the Commonwealth
Seniors Health Card or the Department of Veterans’
Affairs Gold card with the current Seniors Concession
Allowance will receive the Seniors Supplement.

5. Increase to the minimum Age Pension Age

Effective date: 20 September 2009.

The qualifying age for the Age Pension and
Commonwealth Seniors Health card will increase for
both men and women to 67 from 2023. The transition
will not commence until July 2017, when the qualifying
age will increase by 6 months every 2 years

Commence-  Qualifying Age  Affects Reach
ment date people born new Age
Pension
age
Until 1 July 65 years Before 1 July
2017 1952
01 July 2017 65and 6 1 July 1 January
months 1952 to 31 2018 to
December 30 June
1953 2019
01 July 2019 66 years 1 January 1 January

1954 to 30 2020 to
June 1955 30 June

2021
01 July 2021 66 and 6 1 July 1 January
months 1955 to 31 2022 to
December 30 June
1956 2023
01 July 2023 67 years From 1 From 1
January 1957  January
2024

The above changes do not impact the qualifying age
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(age 60) for the Veterans’ Service Pension.

6. Pensioner and beneficiary living cost index

The Government will provide funding to develop a new
Pensioner and Beneficiary living cost index for use in
the cost of living indexation of base rates of income
support payments covered by Age pension, Disability
Support Pension Carer payment and Service Pension.
Pension rates will continue to be benchmarked to Male
Total Average Weekly Earnings (MTAWE). However, the
single rate of pension will be benchmarked to 27.7% of
MTAWE, up from 25%.

7. Paid Parental Leave

The Government announced it will introduce a paid
parental leave scheme. The scheme will be funded by
the Government and is intended to commence on 1
January 2011. Parents will be able to lodge claims from
1 October 2010. Payments under the scheme will be
paid to the primary carer at the adult federal minimum
wage (currently $543.78 per week) for a period of up to
18 weeks. Payments made under the paid parental leave
scheme will be treated as taxable income and will affect
entitlement to family assistance payments, but will not
be counted as income for income support payments.
Primary carers (such as stay at home mums) who do
not qualify for the scheme or those people who elect
not receive paid parental leave can still access the baby
bonus or Family Tax Benefit Part B where they meet the
eligibility requirements for those benefits. Primary carers
will be eligible for the scheme if they:

e Earned less than $150,000 in the full financial year prior
to the birth or adoption of a child; ® Have worked at least
330 hours over the 10 months (equivalent to around
one full day of work each week) preceding the birth or
adoption of a child; and

e Have also worked continuously with one or more
employers for at least 10 of the 13 months before the
expected date of birth or adoption. Paid parental leave
also will be available to contractors, casual workers and
the self employed.

Employer funded leave

Parents who are eligible for the scheme will be able to
continue to access employer funded leave around the
time of the birth or adoption of the child. This includes
employer provided maternity and recreation leave.
Government funded paid parental leave can be taken
in conjunction with, or in addition to, employer provided
paid leave.

Effect on baby bonus and other family benefits

Parents who choose to receive paid parental leave will
not be eligible to receive the baby bonus, except in the
cases of multiple births where parents will not receive the
baby bonus for the first child only. Parents who choose
to receive paid parental leave will not be entitled to the
following benefits for the 18 weeks whilst in receipt of
paid parental leave:

e Family Tax Benefit Part B

¢ Dependent spouse

¢ Child-housekeeper

¢ Housekeeper tax offset

Operation of the scheme

Employers will make the paid parental leave payments
for most employees. The Government will provide
employers with funds in advance of the payments they
make to employees.

Paid paternity leave & superannuation payments

Paid paternity leave will be considered as part of a
comprehensive review of the system, which is intended
to take place in 2013. Superannuation payments
will not be initially introduced with the paid parental
leave. The introduction will be considered as part of a
comprehensive review of the scheme.

8. Family Tax Benefit Parts A and B (and Baby Bonus)
Effective date: from 1 July 2009.

Currently the rates of Family Tax Benefit (FTB) Part A
are indexed to a proportion of the pension payments
or the Consumer Price Index (CPI) should it be higher.
From 1 July 2009 FTB Part A will be indexed by the

continued on page 8

End of Financial Year
Checklist

Some questions you should ask...

Superannuation

e |[f your spouse doesn’t work or works part time,
do you make contributions on their behalf to
take advantage of the tax offset?

Do you salary sacrifice additional money into
your super to tax-effectively build your retirement
nest egg?

Do you or your spouse earn less than up
to $60,342 and benefit from government
co-contributions?

Investments

If you’ve sold assets for a capital gain, are you
able to crystallise a loss to offset it?

If you have an investment or margin loan,
have you considered pre-paying deductible
expenses?

These points are not specific to all financial
circumstances. Please seek advice from your
Financial Index Australia Adviser.




From 1 July 2009 FTB Part A will be indexed by the CPL.
Generally the income thresholds for FTB parts A and
B are indexed by the CPI and this will continue for the

lower thresholds.

These thresholds are:
FTB Part A - base rate combined income $94,316

FTB Part B - primary income earner $150,000. Additional

combined income per child after the first $3,796.

Baby bonus - family income in 6 months following the

birth $75,000.

For FTB Part A, the taper rates remain at 30 cents for
every dollar in excess of these thresholds.

10. Changes in the asset test hardship rules
Effective from 1 July 2009 the asset test hardship rules

will be amended.

The new limits (based on payment rates as at 20 March

2009) will be:

Applicant Limit Single person with no children

$11,785.80

Single person with dependent child or children, or aged
over 60 years with nine months on income support

$12,750.40
Couple $21,268.00

Parenting payment single $14,814.80.
The limits will be indexed at the same rate as payments,
ensuring the limits maintain their real value.

11. Carer Supplement

In addition to the increase in the pension rates of $32.49
per week for singles and $10.14 for couples, carers
who receive Carer Payment or a related income support
payment will receive a new annual Carer Supplement of
$600. The supplement will be payable to people who

receive either:

e Carer Payment

¢ Both Wife Pension and Carer Allowance

e Both Department of Veterans’ Affairs (DVA) Partner
Service Pension and Carer Allowance

e DVA Carer Service Pension Carers who receive both
Carer Payment and Carer Allowance will receive two
payments ($1,200) every year. The first payment of the
Carer Supplement will be made to Carers before July
2009. The regular payment will be made from 1 July
2010 onwards.

12. DVA: Dependant Pension — lump sum payment and
closure

Effective date: 30 September 2009.

The Government will close the Dependant Pension
from the end of September 2009 by providing existing
recipients with a one-off lump sum payment equivalent
to three years of payments.

13. Aged Care: Ending the 28 day income test

exemption

Effective date: 2009-10 financial year.

The Government will apply the income test for residential

aged care from the day of entry, removing the current

28-day delay. Income tested fees will be payable from

the day of entry into the aged care facility. The income
test itself will not change.

Source: Asgard 2009 Budget Update
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