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In brief 

The Federal Treasurer, Honourable Wayne Swan, MP delivered his sixth budget (Budget) at 7:30 PM 

AEST on May 14, 2013.  This Global Watch describes some tax changes proposed by the Government in 

the 2013-14 Budget as well as certain announcements made prior to the Budget.  Employers should 

evaluate how these changes affect their global mobility programs, including increased costs under their 

tax equalization policy. 

 

In detail 

Personal income tax rate 

cuts shelved 

The Government has already 
announced that plans to 
increase the tax-free threshold 
from July 1, 2015 (an increase 
from A$18,200 to A$19,400) 
will no longer go ahead.  

Net medical expenses tax 

offset phase out 

From July 1, 2013, the net 
medical expenses tax offset 
(NMETO) will be phased out 
with transitional arrangements 
in place for those currently 
claiming the offset.  

It will be available for taxpayers' 
out of pocket expenses relating 
to disability aids, attendant care 
or aged care expenses through 
July 1, 2019 when Disability 
Care Australia is fully 
operational.  

However, for many taxpayers it 
will be effectively phased out 
over two years. Taxpayers who 
claimed the NMETO for the 
2012-13 income year will 
continue to be eligible for 
NMETO for the 2013-14 income 
year if they have eligible out of 
pocket medical expenses above 
the relevant thresholds. 
Similarly, those claiming the 
offset in 2013-14 will be eligible 
for the NMETO in 2014-15.  

Increase in the Medicare 

levy 

From July 1, 2014, the Medicare 
levy will increase from 1.5% to 
2%. The funds raised by this 
additional levy will be directed 
to fund the National Disability 
Insurance Scheme.  

The proposed increase to the 
levy will have consequential 
impacts on other tax rates. 
Fringe benefits tax (FBT) will 

increase to 47% instead of 
46.5% and the superannuation 
excess contributions tax will 
increase by 0.5% for both 
concessional and non-
concessional contributions, 
resulting in rates of 32% and 
47% respectively.  

The Medicare levy low-income 
threshold for 2012-13 will 
increase for individuals 
(A$20,542), families 
(A$33,693), each dependent 
child or student (A$3,094) and 
individuals eligible for the 
Seniors and Pensions Tax Offset 
(A$32,279). 

Self-education expense 

deductions capped 

The Government announced 
prior to the Budget that from 
July 1, 2014, deductions for 
work related self-education 
expenses will be capped at 
A$2,000 per year. 
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This measure will not affect the 
current fringe benefits tax treatment 
for employer provided education and 
training which will remain FBT free, 
unless an employee makes salary 
sacrifices to obtain these benefits.  

Changes to Superannuation  

Increasing the concessional 
contributions cap 

From July 1, 2013, the concessional 
contributions cap for individuals aged 
60 and over will be raised to 
A$35,000.  

Individuals aged 50 and over will be 
able to access the A$35,000 cap from 
July 1, 2014. 

It is expected that the cap for 
individuals aged below 50 will 
increase to A$35,000 from July 1, 
2018 (as a result of indexation of the 
current cap of A$25,000).  

Excess contributions tax (ECT) 

The Government will modify the 
taxation of excess concessional 
superannuation contributions made 
so that the excess contributions are 
taxed at the individual’s marginal tax 
rate, plus an interest charge.  Such 
excess contributions are currently 
taxed on contribution at 15% and then 
when the contributions are identified 
as being over the cap at 31.5% to the 
member.   

Individuals will also be able to 
withdraw any excess concessional 
contributions from their 
superannuation fund.  

These reforms will apply to excess 
concessional contributions made from 
July 1, 2013.  

Partial removal of tax exemption on 
pension assets 

From July 1, 2014, earnings on assets 
in superannuation funds supporting 

pension income streams will be tax-
free up to A$100,000 a year for each 
individual. Earnings above 
A$100,000 will be taxed at the 
concessional rate of 15%.   Currently 
the earnings on all such assets are 
exempt from tax.   

The A$100,000 a year threshold will 
be indexed to CPI, and will increase in 
A$10,000 increments.  

Special arrangements are expected to 
apply for capital gains on assets.  

Refund for temporary residents 

The Government will be making 
minor amendments to the proposed 
30% tax on concessional contributions 
made from July 1, 2012 by very high 
income earners. Among other things, 
the amendments will now refund the 
extra superannuation tax on 
superannuation contributions for 
former temporary residents who are 
very high income earners when 
withdrawing their entitlements upon 
departure and paying the 35% 
withholding tax. This is a ‘fairness’ 
measure recognising that the 
withholding tax on departure 
effectively means the superannuation 
concessions of the former temporary 
resident have already been 
withdrawn.  

Thin capitalisation rules – de 

minimis threshold debt deduction 

increase 

The Budget states that the thin 
capitalisation rules are to be tightened 
but surprisingly the de minimis 
threshold of A$250,000 for 
deductible interest expenses (i.e. , 
‘debt deductions’) is to be increased to 
A$2 million from July 1, 2014.  

This reform will reduce compliance 
costs, especially for small businesses. 
Currently, Australians offshore who 
are non-resident taxpayers and have 
Australian interest costs exceeding 

A$250,000 on geared Australian 
rental property need to meet the ‘safe 
harbour test’ whereby debt does not 
exceed 75% of the market value of 
property producing rental income. In 
addition, the Board of Taxation will 
review the arms-length test.   This 
proposed change will still need to go 
through a consultation process. 

Withholding tax regime  

From July 1, 2016, the Government 
will look to apply a 10% non-final 
withholding tax to the proceeds upon 
disposal by foreign residents of certain 
taxable Australian property. This will 
not include residential property 
transactions under A$2.5 million or to 
disposals by Australian residents. 

The takeaway 

Numerous changes in the Budget will 
affect different taxpayers.  While 
many of the changes impact 
individuals, global employers should 
consider their impact, such as the 
increased FBT rate that applies from 
July 1, 2014.  As another example, 
they should evaluate whether there 
will be an impact on costs under their 
tax equalization policy in relation to 
the increase in the Medicare levy, also 
from July 1, 2014. 

Let’s talk 

For a deeper discussion of how these 
issues might affect your business, 
please contact the following 
representatives from PwC Australia: 

Tony Halcrow 
+61 2 8266 7279  
anthony.halcrow@au.pwc.com 
 
Jim Lijeski  
+61 2 8266 8298 
jim.lijeski@au.pwc.com   
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