
2010/2011 BUDGET SUMMARY 

  

The following is an extract from the Federal Budget 2010-11 summary prepared 

by the Institute of Chartered Accountants in Australia as published on their 

website – http://www.charteredaccountants.com.au/ 

 

Last night, Treasurer the Hon Wayne Swan delivered the Rudd government’s 

2010-2011 Budget. 

 

In looking to set a Budget to take the Government to the next election, a brighter 

economic outlook appears to have delivered the funding for a range of tax 

sweeteners. While still essentially a “no frills” Budget, the Government has 

announced a 50% tax savings discount on up to $1,000 of interest earned by 

individuals and a standard $500 deduction for work-related expenses. 

 

Here are the highlights. 

Individuals and families 

• From 1 July 2011, individuals will be entitled to a 50% discount on up to $1,000 
of interest earned.  

• From 1 July 2012, individual taxpayers will be entitled to an optional standard 
deduction of $500, increasing to $1,000 from 1 July 2013.  

• The medical expenses tax offset threshold will be increased from $1,500 to 
$2,000 with effect from 1 July 2010. The threshold will also be indexed annually, 
with effect from 1 July 2011.  

• The Medicare low-income thresholds will be increased to $18,488 for 
individuals and $31,196 for families, with effect from 1 July 2009.  

• Money held in first home savers accounts will be able to be paid into approved 
mortgages where the account holder buys a home prior to the end of the four 
year period.  

• The Senior Australians tax offset regulations will be amended, with effect from 
1 July 2010, to take account of the low income tax offset threshold.  

• The benchmark interest rate on capital protected borrowings entered into from 
7:30 pm (AEST) 13 May 2008 is the Reserve Bank indicator rate for standard 
variable housing loans plus 100 basis points.  

Superannuation 

• The co-contribution matching rate will be permanently maintained at 100% and 
co-contribution thresholds will be non-indexed for the next two income years  
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• The Superannuation Complaints Tribunal and the Tax Office will receive a 
funding boost 

Companies and trusts 

• Regulations have been registered facilitating debt tax treatment of certain term 
subordinated notes under the debt/equity rules  

• The debt/equity transitional period for Upper Tier 2 capital instruments will be 
extended to 1 July 2010 

• There will be changes to eligibility requirements for film tax offsets to provide a 
boost for the Australian film industry 

• The IWT rate on borrowings of local subsidiaries from their overseas parents 
will be reduced from 10% to 7.5% in 2013/14 and to 5% in 2014/15. The IWT 
rate for borrowings by any bank branch from its overseas head office will be 
reduced from 5% to 2.5% in 2013/14 and to zero in 2014/15.  

• From 1 July 2009, where a private company provides a dwelling to the 
shareholder of the private company or their associate, for use as their main 
residence, a payment will not arise under the non-commercial loan rules.  

• The income tax treatment of qualifying instalment warrants will be amended to 
provide certainty for investors by treating them as the owner of the underlying 
asset for income tax purposes, with effect from 1 July 2007.  

• The operation of the consolidation regime will be improved in various ways to 
correct technical deficiencies and to ensure that the operation is as intended.  

• The rules relating to the calculation and collection of income tax liabilities will 
be improved so that they apply consistently to consolidated groups and MEC 
groups, and confirm existing practice.  

• Application dates of previously announced consolidation measures will be 
modified 

• Non-membership equity interests issued by a leaving or joining entity to a 
consolidated group are to be taken account under the tax cost setting rules  

• CGT rollover will apply to Indigenous incorporated bodies converting to a 
company incorporated under the Corporations (Aboriginal and Torres Strait 
Islander) Act 2006 after 7.30 pm (AEST) on 11 May 2010.  

• From 11 May 2010, Australian interest holders will be able to access a broader 
range of CGT rollovers where an entity restructures using a share or interest 
sale facility for foreign interest holders.  

• From 11 May 2010, the CGT demerger relief provisions will be extended so 
that demerger groups which currently include corporations sole or complying 
superannuation entities can benefit from the relief.  



GST 

• All the recommendations of the Board of Taxation from its Review of the 
application of GST to cross-border transactions will be implemented, with effect 
from 1 July 2012.  

• Further minor revisions will be made to the legal framework for the 
administration of the GST.  

• The GST law will be amended to replace the current mechanism for exempting 
Australian taxes, fees and charges with a principles-based legislative exemption, 
with effect from 1 July 2011.  

• The financial supply provisions of the GST law will be amended to clarify the 
operation of the legislation and reduce compliance and administrative costs, 
particularly for many small businesses, with effect from 1 July 2012.  

• The margin scheme provisions will be restructured to clarify and simplify the 
current provisions, with effect from 1 July 2012. The Government will also make 
a minor technical amendment to ensure that a valuation can be obtained for the 
purposes of using the margin scheme for subdivided land.  

• Eligible supplies of boats used for recreational purposes will be GST-free if the 
boats are exported from Australia within 12 months, with effect from 1 July 2011. 
The current limit is 60 days.  

• A number of minor revisions will reduce GST compliance costs for businesses 
involved in the domestic transport of exported and imported goods.  

• $337.5m will be provided over four years to the ATO to fund additional 
activities that promote voluntary GST compliance and provide a level playing 
field for Australian businesses.  

Other taxes 

• The 2004/05 Budget measure to introduce an energy content-based fuel excise 
system will be amended, in particular, for ethanol 

• Public ancillary funds will be subject to a new regulatory regime to ensure that 
they comply with minimum standards. 

Tax administration 

• The Tax Office will be given $107.9m over four years to unfair competitive 
advantages that arise when some small business operators avoid their taxation 
obligations by conducting their businesses in the cash economy.  

• Flexibility will be provided in managing running balance accounts and interest 
will be paid to taxpayers where overpayments arise because of an amended 
franking deficit tax assessment.  

Responses to Reports 

• The government has responded to the Report of the Australian Financial 
Centre Forum Australia as a financial centre: Building on our strengths (Johnson 
Report)  



• A large number of measures noted in the Budget were released last week in 
the Government's response to the Australia's Future Tax System report (Henry 
Review), including 

• a Resource Super Profits Tax (RSPT) will be introduced on 1 July 2012 
at a rate of 40% on profits made from the exploitation of Australia’s non-
renewable resources.  

• the States and Territories will be provided with new, ongoing 
infrastructure funding, with an initial total amount of $700m in 2012/13.  

• a refundable resource exploration rebate will be provided to companies, 
set at the prevailing company tax rate, for exploration expenditure 
carried out in Australia from 2011/12.  

• the company tax rate will be reduced to 29% from 2013/14, and to 28% 
from 2014/15.  

• the company tax rate for “eligible small business companies” will be 
reduced to 28% from 2012/13  

• the immediate write-off for assets of small businesses will be extended 
to assets valued at less than $5,000 from 1 July 2012.  

• the superannuation guarantee charge (SGC) will be increased by annual 
increments until it reaches the plateau level of 12% by 2019/20  

• the entitlement to the SGC will be broadened by lifting the maximum age 
threshold from 70 to 75 years of age  

• the concessional contributions cap will be raised to $50,000 per year for 
workers who are 50 and over and who have superannuation balances of 
under $500,000  

• a new government superannuation contribution will be created which will 
pay up to $500 for workers with adjusted taxable incomes of up to 
$37,000  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This newsletter does not give business, accounting, taxation or financial planning advice.  It is 

intended to provide information in a summary form and is general in nature.  The contents do not 

constitute business, accounting, taxation or financial planning advice and should not be relied upon 

as such. Formal business, accounting, taxation or financial planning advice should be sought in 

particular matters. O’Connells OBM Pty Ltd accepts no liability in respect of this information and any 

person acting solely on the information contained within does so entirely at their own risk. 


