
 

 

Hot Topics – Federal Budget 2012  
 
 
 
 
Please find below a summary of some relevant items from this year’s Federal 
Budget, affecting individuals and employers. 

 

General 
 
The 2012/13 Budget is forecasting a return to surplus, which would be the first since 
Labour returned to government in 2007. Forecast Surplus is $1.5 billion, compared 
to estimated Deficit of $44.4 billion for 2011/12, a dramatic turnaround. 
 
Significant forecast elements include economic growth of 3.25% and underlying inflation within 2-3% 
target band (headline 3.75% with initial carbon tax effect). The budget includes significant cuts to 
government spending across most portfolios, and a greater distribution available from this and from 
the mining tax to families and lower earners, students and the unemployed. 
 
BT Financial Group Chief Economist Chris Caton suggests the Budget will have little impact on equity 
markets, with many measures and the overall tone having been flagged pre-budget. 
 
 

Superannuation 
 

 Increased Contributions Tax for High Earners: The government has proposed a higher tax rate 
on Concessional Contributions for individual with income over $300,000 (approximately 128,000 
individuals). The definition of ‘income’ for this measure will include taxable income, concessional 
superannuation contributions, adjusted fringe benefits, total net investment loss, target foreign 
income, tax-free government pensions and benefits, less any child support payments. Treasury 
will consult with various stakeholders to determine the mechanics of this measure, but with 
application from 1/7/2012. The table below illustrates the impact, note there is not a “double-up” 
with excess contributions tax for amounts over the $25,000 cap: 

 

 Example 1 Example 2 Example 3 Example 4 

Salary (Excluding Super) $280,000 $280,000 $300,000 $300,000 

Concessional Contributions $25,000 $30,000 $25,000 $30,000 

Contributions tax at 15% $3,750 $4,500 $3,750 $4,500 

Additional 15% tax $750 $1,500 $3,750 $3,750 

Excess tax at 31.5% $0 $1,575 $0 $1,575 

Total Contributions Tax $4,500 $7,575 $7,500 $9,825 

Net Super Contribution $20,500 $22,425 $17,500 $20,175 

 
 

 $25,000 Concessional Contribution for all ages: The government has deferred their plan to 
implement a higher ($50,000) Concessional Contribution limit for Over 50’s with less than 
$500,000 in super, until 1/7/2014. Therefore for 2012/13 the cap will be $25,000 for all ages and 
balances, expected to increase (with indexation) to $30,000 in 2014/15. This is a very significant 
announcement, as many under-funded over 50’s would have been targeting large salary sacrifice 
amounts in 2012/13, and may need to revise their strategy.  

 

 

  



 

 

Taxation 
 

 Reduced Tax Offset for “Golden Handshakes”: From 1 July 2012, the ETP 
tax offset will be calculated using a person’s total annual taxable income 
including the ETP. This means if the person’s total annual taxable income is 
below the $180,000 whole of income cap, the person will receive the standard 
ETP tax offset (where the ETP is taxed at a maximum tax rate of 15 per cent 
for those over preservation age and 30 per cent for those under preservation 
age). For clients who have total annual taxable income (including the ETP) 
which exceeds the $180,000 whole of income cap, the amount of the ETP 
which pushes the total annual taxable income above $180,000 will be taxed at 
marginal rates. Applies to ETP’s which are not related to genuine redundancy 
of invalidity. 

 

 Small Business- Loss “carry-back” scheme: The new measure will allow businesses to ‘carry 
back’ their losses, applying them to their previous tax paid, and receive a refund on some of that 
tax paid. 

 Tax brackets for 2012/2013 have already been legislated, as follows: 

 
 

 Small Business Asset Purchase write-offs: From 1 July 2012, small businesses will be able to 
instantly write-off each and every asset they purchase costing less than $6,500 – a full deduction 
straight away, rather than waiting. In addition, small businesses will also be able to instantly write-
off the first $5,000 of a motor vehicle. 

 

 Scrapped measures: the 50% tax discount for interest income (announced 2010/11 budget), 
along with the standard work related expense deduction, have been permanently scrapped. For 
companies, the planned reduction in company tax rate (from 30% to 28% from 2012/13 for smaller 
businesses) has also been scrapped. 

 

 Phase out of Mature Age Worker Tax Offset (MAWTO): MAWTO will still apply to workers born 
before 1 July 1957, from 1 July 2012. 

 

 Reductions to Net Medical Expenses Tax Offset (NMETO): Singles over $84k and couples 
over $168k will be able to claim NMETO on expenses over $5,000 (previously $2,060) at a rate of 
10% (previously 20%). For those on lower incomes the threshold and rate is unchanged. 

 

  



 

 

 Taxation of Non-residents: Tax changes for non-residents will result in higher 
tax payable. A non-resident with Australian taxable income of $80,000 is 
currently subject to tax of $23,630. This will increase to $26,000 ($80,000 x 
32.5%) from 1 July 2012. In addition, non-residents face the removal of the 50% 
CGT discount (from budget night). Growth in the period before budget night will 
still receive the exemption, suggesting valuations of assets should be sought. 

 
Family & Social Security 

 
 School Kids Bonus replaces Education Tax Refund: A more generous, automatic payment has 

been announced, with $410 pa payable for primary students, and $820 pa for secondary, in 2 
instalments (January & July). Eligibility requirements are receipt of Family Tax Benefit (A) or other 
income support payments. There is no requirement for families to retain receipts to substantiate 
expenses. It is worth noting around 774,000 eligible families failed to claim the previous benefit. 

 A new Income Support Supplement of $210 pa for singles, $175 pa each for couples for 
recipients of various government Allowances and benefits, such as Newstart. 

 Increased Liquid Assets threshold to assist the newly unemployed. 

 Aged Care Measures reaffirmed from previous announcements, to encourage greater investment 
and choice in the Aged Care sector. 

 A new National Disability Insurance Scheme: The first stage will deliver personalised care 
and support for up to 10,000 people with significant and permanent disability from 2013-14 
and expand to support up to 20,000 people from 2014-15. 

 Support for Mature Age job seekers: A new service to assist with securing employment, along 
with $500 for expenses, and $1,000 job bonus for employers hiring and retaining over 55 workers. 
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For more information contact: 
 

 
 

 

AGS Financial Group Pty Ltd 

 

PO Box 975 Crows Nest NSW 1585 

Level 2, 12-14 Falcon St Crows Nest NSW 2065 

ph (02) 9966 8188 or 1300 665 182 fax (02) 9966 8199 

www.agsfinancialgroup.com.au  

 

Follow us on Facebook or LinkedIn or refer us by email to your family 

and friends. 

DISCLAIMER: Any general advice in this email does not take account of your personal objectives, financial situation and needs. 
Read the relevant Product Disclosure Statement before acquiring any product mentioned in this article. The information provided in 
this guide is believed to be accurate and reliable as at 9 May 2012 and is of a general nature only. AGS Financial Group Pty Ltd is 
not responsible for any errors or omissions 
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