
 
 
 
 
 
 
 
 

Green Taylor Partners Comments on 2009/10 Federal Budget 
 
 

The May 2009 Federal Budget forecast a deficit of $57.6 billion, negative 0.5% GDP over the next 
12 months, unemployment at 8.5% by 2011, and $22 billion of spending on Infrastructure. 
 
In anyone’s language, that is a massive spend forecast by the Government and a massive deficit. We 
are troubled by the Government’s forecast growth and their means of restoring the country “to the 
black” and therefore we anticipate bad news on the taxation front in the coming years. 
 
The following is a summary of some of the Budget measures, which we believe may be of interest 
to you. 

 
• Personal Taxation 

 
Personal income tax rates fall slightly 
from 1 July 2009 in that the 30% tax 
bracket now starts at $35,000 and the 
$80,000-$180,000 bracket rate drops to 
$0.38 (previously $0.40). 

  
There is a small incentive to defer 
income into 2010 or to prepay some of 
next years expenses this year. Also, the 
target taxable income level to salary 
sacrifice down to is now $35,000. 

 
• Medicare Levy Low Income Threshold 
 
Medicare levy will not be payable by individuals with taxable income under $17,794 and couples 
under $30,025. 
 
• Employee Share Schemes 

 
As from 12 May 2009, the ability to defer Capital Gains Tax upon receipt of employee shares will 
cease. This will now mean Capital Gains will be taxed up front. Careful consideration will need to 
be given by employers (and employees) before entering into such arrangements. There are 
exemptions for those earning under $60,000. 
 
• Quarantining of Non-Commercial Losses 
 
From 1 July 2009, taxpayers with an adjusted taxable income over $250,000 will not be able to 
claim losses from certain deemed non-commercial activities irrespective of the size or capital 
employed in those operations. 
 
• Family Tax Benefit – Centrelink 
 
From 1 July 2009, there are changes to the automatic increasing of benefit limits – this will have the 
impact of persons nearing the upper limit possibly losing their entitlement. The upper limits will be 
held at their current level until 2012. 

As at 30 June 
2009 

Taxable income 
$ 

Rate 
(%) 

From 1 July 
2009 

Taxable income 
$ 

Rate 
(%) 

0 - 6,000 0 0 – 6,000 0 

6,001 – 34,000 15 6,001 – 35,000 15 

34,001 – 80,000 30 35,001 – 80,000 30 
80,001 – 
180,000 40 80,001 – 180,000 38 

180,001 + 45 180,001 + 45 

Your Partners in Business 



 
 
 
 
• Paid Parental Leave 
 
This is a scheme announced in the Budget which will be available to parents for births and 
adoptions however only commences on 1 January 2011 and this will be covered in greater detail at a 
later time. 
 
• First Home Owners Grant 
 
The Federal Government component of the First Home Owners Grant was to cease 30 June 2009. 
This has been extended for an additional six months but the benefit will be cut in half as of 1 
October 2009. This means that to 30 September 2009, first home purchases of new homes will be 
eligible for $21,000 assistance and first homebuyers of existing homes will be eligible for $14,000 
of assistance. From 1 October to 31 December 2009, these amounts will reduce to $14,000 and 
$10,500 respectively. 
 
Please note that this includes the existing $7,000 grant under the First Homes Owners Scheme, 
which will continue. 
 
• Change to Private Health Insurance Rebate 
 
From 1 July 2010 (i.e. Twelve months away) Private Health Insurance will become more expensive 
for individuals earning over $75,000 a year or couples earning over $150,000 a year. The existing 
30% rebate will be reduced depending on the level of income. For those who do not take out Private 
Health Insurance, there will be an increase in the Medicare Levy Surcharge. 
 
The bottom line is that you have 12 months to very carefully consider whether you take out Private 
Health Insurance. For lower income earners over 65 years of age, there are benefits in that they will 
receive up to 40% rebate on their premiums. 
 
• Changes to Taxation Treatment of Off-Market Share Buy-Backs 
 
Currently there are substantial taxation advantages in the receipt of off-market share buy-backs 
particularly where shares are held by Superannuation Funds or taxpayers earning less than $34,000 
per annum. The impact of the changes will mean that no longer will a substantial proportion of the 
share buy-back be represented by fully franked dividends and the ability to claim capital losses will 
be denied. The new system will apply from date of Royal Assent of the proposed legislation. 
 
• Small Business and General Business Tax Break (Investment Allowance) 
 
The previously announced 30% tax break has been extended. For small business (turnover less than 
$2 million), the rate increases to 50% for new plant and equipment ordered before 31 December 
2009 and installed before 31 December 2010. The applicable tax deduction is claimed in the year in 
which the equipment is installed in the business.  
 
For larger businesses (turnover greater than $2 million), the tax break remains at 30% for new 
equipment ordered before 30 June 2009 and installed before 30 June 2010 and 10% for new 
equipment ordered after 1 July 2009 and installed up to 31 December 2011. 
 
 
 
 
 
 
 



 
 
Small Business (Turnover <$2 million)                Large Business (Turnover >$2 million) 

 
 
 
This now represents a significant incentive for small business in particular to bring forward planned 
new capital expenditure on applicable plant and equipment and to ensure such orders are in place 
before 31 December 2009 because they now have up to 31 December 2010 to have such equipment 
installed. 
 
Please refer to our previous detailed newsletter on the various provisions, some of which are as 
follows: 
- must be new 
- must be purchased by a business (not individual partners in a partnership) 
- can be part-private use provided the predominant is business related 
- can not be trading stock, land or buildings or intangibles (e.g. software) 
- must not be leased 
- the turnover test is based on all entities associated with you – grouping of turnover applies 
- structural improvement for Primary Producers may qualify 
 
• Superannuation Deductions 
 
Of significant importance (and disappointment) was the reduction in the ability of a taxpayer to 
claim a tax deduction for superannuation contributions. From 1 July 2009, persons under 50 years of 
age can claim a maximum of $25,000 and persons 50 and over can claim a maximum of $50,000. 
(The extra level for over 50’s ceases 30 June 2012, then drops back to $25,000.) 
 
The rules in relation to non-concessional contributions (un-deducted) have not changed. Except that 
the $150,000 limit remains – it will not index on the 1 July 2009 as previously announced. 
 
For persons salary sacrificing into superannuation you must ensure that from 1 July 2009 you do not 
breach the new limits as penalties apply. Please note the onus is on the employee to get this right, 
NOT the employer. 
 
The impact of this change is that it will be more difficult for people to increase their superannuation 
on a tax deductable basis. The old limits apply up until 30 June 2009 so if applicable, you should not 
miss the opportunity to maximise this year. 
 
• Superannuation Pensions – 50% Drawdown 
 
The Budget announced a continuation for 2010 of the ability for superannuation pension recipients 
to take only 50% of their pension income and still meet the generous taxation pension concessions. 
This of course is just an option – for those who wish to maintain their full pension payments this is 
of course okay. 

 

New Investment  
after 12 December 

2008 and before  
31 December 2009 

Installed by:  

30 June 2009 50% in 2008/09 

30 June 2010 50% in 2009/10 

31 December 
2010 50% in 2010/11 

 
New Investment 

after 12 December 2008 
and before 

 30 Jun 2009 31 Dec 
2009 

Installed by:   

30 June 2009 30% in 
2008/09  

30 June 2010 30% in 
2009/10 

10% in 
2009/10 

31 December 
2010 

10% in 
2010/11 

10% in 
2010/11 



 
• Private Companies – Deemed Dividends 
 
An important announcement is that legislation will be introduced to attack use by shareholders of 
assets held in their private company for less than market value. From 1 July 2009 the formal or 
informal license or right to use real property or chattels (e.g. cars, boats, planes etc.) by shareholders 
or their associates for less than market value will be caught under the deemed dividend provisions. 
This has serious tax consequences and companies will need to ensure they have appropriate systems 
in place to ensure that there is either no private use or such private use is paid for on commercial 
terms. We anticipate this will produce additional taxation compliance complexity in trying to work 
out who has used what and when, and what market values rates should be charged. 
 
• Loss of Tax Break for Persons Working Overseas 
 
Currently Australians working overseas for not 90 plus consecutive days are eligible for a general 
exemption, which means they do not pay Australian tax on their foreign employment income. From 
1 July 2009 this exemption will cease unless you are an Aid or Charitable worker, a Government 
Aid worker, or a specified Government employee e.g. defence and police force personnel deployed 
overseas. This will mean greater tax compliance in preparing tax returns as well as potential 
negative tax impact for those persons working in a country where the tax rate is lower than 
Australia. Taxpayers will pay Australian tax on overseas income, but will receive a credit for 
foreign tax paid. 
 
• Superannuation Co-Contribution Reduced 
 
For those persons lucky enough and smart enough to be taking advantage of the Government Co-
Contribution, the amount will reduce to 100% (from 150%) from 1 July 2009 until 2012 and then 
increase to 125% in 2013 and 2014, and back to 150% in 2015 (if it is still in place!). The incentive 
is therefore to ensure you maximise the opportunity before 30 June 2009. 
 
• Changes to Research and Development Concession 
 
The Government has announced the current R & D concession will be replaced by a new R & D tax 
credit from 2010/11. For those clients affected, you have twelve months to examine the impact as it 
affects your business. 
 
• TFN Withholding Rules for Family Trusts 
 
From 1 July 2010, Family Trusts must have the Tax File Numbers of all beneficiaries. If they are not 
available, then tax must be withheld at the top marginal rate upon distributions allocated to 
beneficiaries. The biggest impact we see here is to ensure that when making distributions to 
children, the child has applied for and received a TFN. 
 
• Increase in Aged Pension Age 
 
The Aged Pension age will gradually be increased to 67 years of age however, this only affects 
persons who were born after 1957 and will be phased in over a long period of time. More 
information will be forthcoming. 
 
• “Lost Money” 
 
“Lost Money” now goes to the Government! The Government announced that they will collect into 
consolidated revenues, small or lost superannuation accounts from 1 July 2009. You should take 
action for yourself and your children to attempt to identify all superannuation balances that you may 
have and make sure that the superannuation fund has your current address and details. 
 
 DISCLAIMER: The information in this publication is provided for the sole use of the clients of GREEN TAYLOR PARTNERS.  While every 

effort is made to ensure the accuracy of the information contained in this publication is correct, on no account should the publication be 
regarded as a substitute for professional advice. 
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