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1. Economic analysis
Federal Budget 2014-15: now for the
tricky task of selling some austerity
Welcome to the politics of Budget repair.
Australia has just seen the toughest Federal
Budget since 1997, with spending cut and taxes
raised to generate policy savings on a scale not
seen for the better part of two decades.
The headlines will be full of the complaints of
those affected. Those complaints will
reverberate all the more because of the
uncomfortable political backdrop created by a
dangerous divergence: the news on the
economy is reasonable, but the news on the
Budget is not.
That performance gap creates problems for the
Government because the electorate doesn’t
understand the need for Budget repair – they
see an economy that is OK and wonder why the
Budget isn’t.
Yet a tougher Budget has been a long time
coming. For many years, a long-running
resources boom poured money into Canberra’s
coffers, leaving surpluses despite big spending
decisions and a series of tax cuts.
However, the impact of the resources boom on
the tax take eventually evaporated, whereas the
cost of past policies have lingered. Over the past
decade both sides of politics made permanent
promises off the back of a temporary boom.
2013 was no different. In fact, just as Treasury
was accelerating the pace of its revenue
writedowns, the politicians were accelerating the
pace of their bipartisan promises, dominated by
disability insurance and school funding. The end
result is deficits as far as the eye can see.
Australia doesn’t need to be back in surplus
tomorrow. But we do need a clear path to fiscal
sustainability, with the National Commission of
Audit pointing out which areas of spending are
ripe for cutting, and the Government in this
Budget laying out which reforms political
constraints allow it to tackle.
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However, for all the heat they are generating, the
size of the decisions made by the Government in
this Budget are relatively small. In net terms,
policy decisions announced in the Budget will
drain $36 billion out of Australia’s economy over
the four years to 2017-18. Although that sounds
big, it is worth placing it in context – it represents
just 2.1 per cent of the $1.7 trillion of Budget
spending over the next four years or 0.5 per cent
of the
$7.2 trillion in national income that Australia will
generate across that period.
In other words, the scale of the political reaction
to the Budget says more about the good times
we’ve had for more than a decade than it does
about the actual severity of these Budget
cutbacks.
Is the economy now helping the Budget?
The key to the Budget outlook is nominal GDP.
That is because we tax income much more than
we tax production (real GDP, the measure that
economists usually concentrate on). The big
revenue write downs of recent years came in
large part as the nominal economy – which is
sensitive to coal and iron ore prices – kept
growing slower than Treasury expected.
The Budget update released in late 2013
saw another notable drop in expectations on
that score.
The good news is that the economy has since
steadied, with this year’s Budget featuring
relatively small revisions to economic growth
forecasts. Six months ago, Treasury forecast
gains in nominal GDP of 3.5 per cent for both the
2013-14 and 2014-15 financial years. The
forecasts in the Budget suggest the ‘size of the
pie’ is now slightly stronger than previously
expected in 2013-14, with a rise of 4 per cent,
but slightly weaker than previously expected in
2014-15, with a rise of 3 per cent.
Indeed, the economy is better than most people
realise. Sustained low interest rates are lifting
the willingness of families to spend, boosting
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retail to its best results in years. And the
recovery in home building may not accelerate at
the ‘pocket rocket’ pace of times past, but it too
is set to soar. At the same time that the export
phase of the construction boom is accelerating,
the national appetite for imports is dimming.
That is a lot of good news. Yet, offsetting that
good news, the Budget papers note the fall-off in
resource-related construction is gathering pace.
So while the good news is that Budget growth
forecasts for this financial year have edged up of
late amid the strengthening response of retail
spending and home building to record low
interest rates, the bad news is that – at a real
GDP growth rate of 2.5 per cent in 2014-15 – the
Budget still sees growth in Australia’s economy
stuck a tad below average.
From deficit to surplus: a path back?
The weakness in the economy left the Budget in
deficit in 2013-14, with Treasury estimating the
cash underlying deficit at $49.9 billion. With
some better economic news recently – for
example, company profits have started to get
some momentum, partly thanks to low interest
rates and, more importantly still, thanks to a
lower $A – and the help of the policy measures
announced in this year’s Budget, the gap closes
next year. That sees Treasury estimating a
deficit of $29.8 billion in 2014-15.
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Thereafter, the gap closes further, with a
projected deficit of $17.1 billion in 2015-16, and
projected deficits of $10.6 billion in 2016-17 and
$2.8 billion in 2017-18.
Some of that improvement in fiscal fortunes is
due to Treasury’s view that the current
weakness in ‘profit related’ taxes such as
company tax will improve over time. But most of
the improvement is due to policy. This includes
tightened tests for a range of benefits, the
introduction of new co-payments in the health
sector, the reintroduction of indexation of fuel
excise rates and a temporary high-income levy.
Beyond the usual four-year forward estimates,
the Government has also flagged $80 billion
coming out of hospital and school funding by
2024-25. That pushes a major part of continuing
budget repair onto the states – which in turn may
move the GST back onto centre stage of
national political debate ahead of the White
Paper on Tax Reform.
The path back to surplus is still fraught with
risks. One is that the electorate will still need
convincing that the measures announced in this
Budget should not be overturned by a fractured
Senate. Another is that the Budget still remains
heavily exposed to the risk of a more significant
China slowdown and lower commodity prices.
The politics of Budget repair starts now.
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2. Tax roadmap
Where are we now?
The tax roadmap sets out many (but not all) of
the measures that the Coalition Government has
already committed to legislate. It shows the
complex mix of start dates for various
amendments. This was the picture prior to the
2014-15 Budget on 13 May 2014.
Pleasingly, the Government has made some
recent progress in the lead up to the Budget.
Exposure draft legislation has been released on
the thin capitalisation changes and the reform of
section 23AJ. In addition, legislation for the
following matters have been flagged to be
introduced in the Winter sittings of Parliament:
1.

2.

3.

Protect taxpayers who self-assessed in
reliance on unenacted measures not
proceeded with
Restate and standardise the special
conditions (particularly ‘in Australia’
conditions) that apply to tax exempt entities
Make amendments to investment manager
regime rules to introduce final stage of
reforms

4.

Protect corporate tax base by restricting
current immediate deduction for exploration
to genuine exploration expenditure

5.

Protect corporate tax base by removing
loopholes from income tax
consolidation regime
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6.

Introduce integrity rule to limit gross-up and
tax offset rules within dividend imputation
system applying in cases where taxpayers
have engaged in arrangement referred to as
‘dividend washing’

7.

Give force of law to revised tax treaty
with Switzerland

8.

Ensure foreign pension funds can access
managed investment trust withholding
tax regime

9.

Improve integrity of foreign resident capital
gains tax regime through technical
amendments to principal asset test in
Division 855.

How does the Budget affect the
roadmap?
In terms of matters already on the tax roadmap,
some of the effective dates will be changed:


The managed investment trust changes will
be deferred from 1 July 2014 to 1 July 2015



The data matching provisions will be
deferred from 1 July 2014 to 1 July 2016



Amendments regarding closing
consolidation loopholes will be refined.

Previously announced MEC changes will no
longer proceed.
Further, exposure draft legislation was released
in respect of the reforms to capital gains tax and
non-residents.
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3. Infographic

.

Deloitte 2014-15 Federal Budget Brief

10

Business tax

Deloitte 2014-15 Federal Budget Brief

11

4. Business tax
As expected, from a business taxation
perspective, the Treasurer has continued to
reposition existing tax policies with no major
surprises or changes. The more important focus
for business will be the White Paper on the
Reform of Australia's Tax System, which will
provide a longer-term considered approach
to tax reform and which is due prior to the
next election.

Company tax rate
The Government previously announced its
intention to cut the company tax rate by 1.5 per
cent to 28.5 per cent from 1 July 2015, and to
introduce a 1.5 per cent levy on companies with
Taxable Income in excess of $5 million to fund
the Government’s paid parental leave scheme
(expected to commence from 1 July 2015)..

Integrity measures for
consolidated groups
Modifications to previously announced
measures
The Government has announced it will “refine”
the consolidation integrity package previously
announced in the 2013-14 Budget. That Budget
proposed the following amendments:


Double deductions measure: the
consolidation regime would be amended to
remove the ability for a consolidated group
to benefit from making a reduced taxable
gain on sale of an encumbered asset
(whose market value has been reduced due
to the intra-group creation of rights over the
asset) and at the same time be entitled to
recognise a market value cost base in the
rights it retains. In this regard, consolidated
groups would no longer be able to access
double deductions by shifting value of
assets between entities.
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Churning measure: the consolidation
regime’s tax cost setting rules would be
amended so that non-residents would no
longer be able to buy and dispose of (or
‘churn’) assets between consolidated
groups to allow the same ultimate owner
to claim double deductions.



Deductible liabilities measure: the
consolidation regime’s treatment of certain
deductible liabilities held by a joining entity
would be amended so that they are not
taken into account twice. In its proposed
form, the deductible liabilities measure
would cause the head company of a
consolidated group to recognise the amount
of a joining entity’s deductible liabilities as
assessable income, either over a 12-month
period (for current liabilities), or a 48-month
period (for non-current liabilities).

The 2014-15 Budget announced that the above
measures will be amended to apply to
arrangements that commence on or after the
date of announcement of the original measure
(14 May 2013) rather than to the exit or entry of
a subsidiary that takes place on or after that
date. One consequence of this amendment
appears to be that the double deductions
measure (which does not depend on an entry or
exit event) will now be able to apply
appropriately.
Changes to securitisation arrangements
The Government will add a new measure to the
suite of technical consolidation amendments
previously announced as part of the 2013-14
Budget. Specifically, the new measure will clarify
that certain accounting liabilities relating to
securitised assets held by an entity will be
disregarded for the purposes of the tax cost
setting regime if that entity joins a consolidated
group or exits an existing consolidated group.
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The Government’s announcement follows a
report released by the Board of Taxation in April
2013 which highlighted potential anomalies
arising where an accounting liability in respect of
a securitised asset was recognised for Australian
tax cost setting purposes, even though the
securitised asset itself may not have been
recognised. As indicated in the Board’s report,
those anomalies could be particularly prevalent
in the context of financial entities engaged in
mortgage loan securitisation arrangements
(involving equitable assignments of the
original loans).

MITs (including trusts that are treated as MITs
for the purpose of the capital election in Division
275) are currently exempt from the application of
the interim trust streaming provisions for the
2010-11 to 2013-14 income years unless the
trustee has made an irrevocable election to
apply the streaming rules. The law will also be
amended to allow MITs to continue to disregard
the trust streaming provisions for the 2014-15
income year. The purpose of this change is to
ensure that interim arrangements for MITs
continue to apply until the commencement of the
new tax regime for MITs.

With the introduction of the Government’s new
measure, the anomalies should no longer arise.
In broad terms, this should mean that tax cost
setting benefits previously available to joining
entities with relevant securitised assets may no
longer be available. By the same token,
however, consolidated groups should receive a
benefit on the eventual exit of such entities in
the form of lower capital gains tax or other
exit imposts.

One of the impacts of the deferral of the start
date of the new tax regime for MITs is that an
Australian unit trust that has 20 per cent or more
of its units held by superannuation fund investors
will continue to be treated as a ‘public unit trust’
for the purpose of the public trading trust rules in
Division 6C.

The new measure will apply to arrangements
that commence on or after 7.30 pm on 13 May
2014, with transitional rules applying to
arrangements that commence before this time.

Deferral of MIT regime and other
property measures
Managed Investment Trusts
The Government will defer the start date of the
proposed new tax regime for Managed
Investment Trusts (MITs) by 12 months to 1 July
2015. Exposure draft legislation in relation to the
new tax regime is expected to be available for
public comment in June 2014.
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National Rental Affordability Scheme —
discontinuing incentive allocations
Based on the recommendations of the National
Commission of Audit, the Government will not
proceed with Round 5 of the National Rental
Affordability Scheme (NRAS). Funding for
incentives from earlier rounds that are
uncontracted or not used within agreed
timeframes will be returned to the Budget.
Importantly, funding for tenanted NRAS
properties is not affected.
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Retirement village operators

Previously announced measures

The tax consolidation integrity measure
announced in the 2013-14 Budget relating to
future deductible liabilities will be amended so
that retirement village residential loan liabilities
are excluded.

In respect of previously announced measures:


Introduction of an Exploration
Development Incentive (EDI): consistent
with the Government’s Policy for Resources
and Energy Paper released in September
2013, the Budget has introduced an EDI
capped at $100 million over three years
starting from 1 July 2014. Broadly, the EDI
will allow Australian resident shareholders
who invest in Australian greenfield mineral
(not oil and gas) exploration projects to
claim a refundable tax offset against their
Australian taxable income. The measure is
currently subject to industry consultation
(submissions closed on 4 April 2014).



Abolition of the Minerals Resource Rent
Tax (MRRT) and Carbon Tax: it remains
the Government’s policy to proceed with the
repeal of the MRRT and Carbon Tax after 1
July 2014, despite having its initial Bill
defeated in the Senate in March 2014.

This change was the result of submissions to
Treasury and prevents the effective double
taxation of resident loan liabilities that could
otherwise arise under this measure in situations
where a tax consolidated group acquires an
entity that operates a retirement village.

Energy and resources
Mining interest realignments
The Government will clarify the treatment of
realignments of interests between joint venture
partners (within a common project) in the
minerals and petroleum industry. Such
realignments often involve the exchange of
interests in mining or petroleum rights to align
the ownership of individual rights with the
ownership of the overall venture. These
transactions, which are often necessary for the
joint venture participants to agree on a
commercial project structure, can trigger taxable
events and adverse tax implications,
necessitating tax relief. These proposals, which
were originally solely targeted at the petroleum
industry, have been announced to also include
the mining industry following consultation. While
the announcement does not provide much clarity
as to how broad the relief will be applied
(e.g. will taxpayers in the production phase of
the project qualify?), they will be welcomed
by industry.
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No new announcements
There were no further announcements on the
following issues:


Immediate deductions for exploration: it
was announced in the 2013-14 Budget that
the immediate tax deduction for exploration
would now apply in limited circumstances.
In addition, an amortisation period capped
at 15 years was announced for certain
exploration expenditure. However, with no
further announcement in the 2014-15
Budget, uncertainty remains as to how the
rules will be implemented and whether
matters raised during consultation will
be adopted.
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Tax treatment of farm-out arrangements:
The tax treatment of farm-out
arrangements has been an area of
contention, with the ATO and industry
holding differing views for a number of
years. It was announced in the 2013-14
Budget that the treatment of farm-out
arrangements would be codified. However,
with no further announcement in the 201415 Budget, it remains unclear when and
how the rules will be implemented.

Other matters of interest to the energy and
resources sector will be the changes to the R&D
incentive (separately addressed in this brief) and
the inaction on employee share schemes.

Offshore Banking Unit (OBU) regime
The Government reaffirmed that the previously
announced reforms to the OBU regime will apply
to income years commencing on or after
1 July 2015.

R&D and government incentive
announcements
Reduction in net tax benefit of R&D
tax offsets
In an unanticipated move, the Government
announced a reduction of 1.5 percentage points
in the rate of both the refundable and nonrefundable research and development (R&D)
tax offsets.
Although this matches the proposed cut in the
company income tax rate to 28.5 per cent from
1 July 2015, the R&D tax incentive cut will occur
one year earlier, from 1 July 2014. This is when
the refundable R&D tax offset will be set at 43.5
per cent and the non-refundable tax offset set at
38.5 per cent.
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This means that for all companies there will be a
temporary one-year reduction in the net tax
benefit of the refundable and non-refundable
R&D tax offsets to 8.5 per cent and 13.5 per cent
respectively for the 2015 income year.
For those companies with a taxable income of
less than $5 million, this will revert back to a net
tax benefit of 10 per cent and 15 per cent
respectively from 1 July 2015.
However for those companies that will be subject
to the proposed Paid Parental Levy (PPL) of 1.5
per cent from 1 July 2015, the net tax benefit will
remain at 8.5 per cent and 13.5 per cent.
This is an effective 15 per cent reduction in
support for companies entitled to the nonrefundable R&D tax offset and a 10 per cent
reduction for those claiming the refundable offset
– an outcome significantly at odds with the
Government’s statements that it will refocus
effort on innovation.
The proposed restriction to deny access to the
R&D tax offset to large groups with aggregate
Australian assessable income in excess of
$20 billion is currently before the Senate and
due to be debated this week.
Government incentives
From the perspective of direct government
incentives, as anticipated, a number of programs
have been discontinued including
Commercialisation Australia, the Automotive
Transformation Scheme and the Australian
Renewable Energy Agency (ARENA).
In their place, $484.2 million has been
committed over five years to establish an
Entrepreneurs’ Infrastructure Programme to
implement new approaches to industry policy
and a $20 billion Medical Research Fund will be
funded in part by $5 of the new $7 doctor
co-payment.
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There is a proposed $200 million boost to the
Export Finance Insurance Corporation capital
base, $50 million to boost the existing Export
Market Development Grant regime and
$50 million for a new scheme, the Manufacturing
Transition Grants Programme.

Increase in the fringe benefits tax
(FBT) rate
As the Government has introduced a 2 per cent
Temporary Budget Repair Levy (TBRL) payable
by individuals whose taxable income exceeds
$180,000 per annum, it is not surprising the
Government has also announced in the Budget
an increase in the FBT rate from 47 per cent to
49 per cent. This increase is applicable to FBT
years commencing 1 April 2015 onwards.
This change will ensure that the FBT rate
remains aligned to the top marginal tax rate plus
the Medicare levy plus the TBRL, so that there is
no advantage to an employee and no loss to the
Government’s revenue if a benefit is provided by
an employer instead of the employee acquiring it
from their after-tax income. However, we note
that there is a nine-month window where the
FBT rate (47 per cent) will remain lower than the
top marginal tax rate plus levies (49 per cent).
The increase in the FBT rate will directly impact
both the Type 1 and Type 2 gross-up factors.
The Type 1 gross-up factor applies to employers
who are entitled to claim GST input tax credits in
respect of the fringe benefits provided and will
increase from 2.0802 to 2.1463. The Type 2
gross-up factor applies to benefits where the
provider is not entitled to claim a GST input tax
credit and will increase from 1.8868 to 1.9608.

The Treasurer also announced that the cash
value of benefits received by employees of
rebateable employers (public benevolent
institutions and health promotion charities, public
and not-for-profit hospitals, public ambulance
services and certain other tax-exempt entities)
will be protected by increasing the annual FBT
caps. These are currently $17,000 or $30,000;
and the new cap levels have not been
announced.
Rebateable employers are currently entitled to
reduce their gross FBT payable by 48 per cent.
This rebate rate will be aligned with the FBT rate
from 1 April 2015.

No further announcements
The Budget offered no new announcements on
the following topical issues.


Corporate tax transparency. Legislation
was passed in 2013 introduced measures to
‘Improve the transparency of Australia’s
corporate tax system’, including requiring
the Commissioner to make publicly
available specified information relating to
the tax affairs of all corporate tax entities
with a reported income of $100 million or
more. This applies to the the 2013-14
income year and later income years. There
had been some comment in the press that
the Government may reconsider this matter
but there was no further announcement in
the Budget.



Employee share schemes. There was no
further announcement in the Budget relating
to employee share schemes.

For the purpose of reporting fringe benefits on
employee payment summaries, from 1 April
2015 the taxable value will be grossed-up by the
new Type 2 factor of 1.9608. This will apply
where the taxable value of the aggregate fringe
benefits of an employee exceeds $2,000.
Deloitte 2014-15 Federal Budget Brief
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5. International tax
Extension of foreign resident CGT
integrity measure

Multiple entry consolidated
(MEC) groups

The Government will refine the 2013-14 Budget
measure that amends Australia’s foreign
resident Capital Gains Tax (CGT) regime. This
measure was intended to strengthen Australia’s
foreign-resident CGT regime in relation to
disposals of indirect interests in Australian real
property to address perceived flaws in the
‘principal asset test’, which (broadly) compares
the value of land and non-land assets to
determine whether a disposal of interests in an
entity is subject to CGT. Under the previously
announced measure, dealings (e.g. loans)
between entities within the same tax
consolidated group would be ignored to prevent
multiple counting that would otherwise inflate the
proportion of non-land assets.

The Government announced that it will not
proceed with certain changes to the MEC rules
foreshadowed by the previous Government in
the 2013-14 Budget. Those changes were
intended to address inconsistencies that enable
MEC groups to obtain certain tax advantages.

The Budget announcement ensures that the
measure will now apply to interests held by
foreign residents in unconsolidated groups as
well as in consolidated groups. For example, this
should extend the measure to dealings within
groups of trusts and within non-wholly
owned groups.
For interests held by foreign residents in
unconsolidated groups, the measure will apply to
CGT events occurring on or after 13 May 2014.

A review conducted by a working group
established to consider how to implement the
2013-14 Budget proposals concluded that there
is limited scope to address the perceived tax
advantages afforded to MEC groups without a
reconsideration of broader international tax
policy issues. Based on the recommendations of
the review, the Government has decided not to
proceed with targeted measures at this time on
the basis that: there is insufficient data to assess
the revenue risks; the proposals would not fully
address those inconsistencies; and the proposed
changes would introduce significant compliance
costs and uncertainties.
Treasury will shortly start consultation on
proposed amendments to extend a modified
form of the unrealised loss provisions to MEC
groups. The working group also suggested that
MEC issues be considered in a broader review
of consolidated groups scheduled for 2015.

For interests held in a consolidated group or a
multiple entry consolidated group, the measure
will continue to have effect from 14 May 2013.

Other matters

The Government will defer the previous
announcement relating to the principal asset test
which would treat mining information and related
assets as part of the mining rights. The
Government has decided to defer the enactment
of this matter so as to assess whether it is
required pending the finalisation of the Resource
Capital Fund III LP litigation. The Full Federal
Court has recently handed down its decision.
The taxpayer may seek leave to appeal to the
High Court.

The Government had previously indicated that it
would introduce a ‘targeted anti-avoidance
provision’ in connection with section 25-90. The
Government announced in the Budget that it had
not yet made a decision on a ‘targeted antiavoidance provision to address certain conduit
arrangements and is still seeking advice on
this matter’.
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Targeted integrity measure regarding
section 25-90

Base Erosion and Profit Shifting (BEPS)
The Budget contains no measures relating
to BEPS.
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6. Personal tax
Temporary Budget Repair Levy
The pre-Budget rumours around a temporary
deficit levy are set to become a reality for
individuals on the top marginal rate. From 1 July
2014 until 30 June 2017, what will formally be
known as the Temporary Budget Repair Levy
(TBRL), will be payable by individuals whose
taxable income exceeds $180,000 at a rate of
2 per cent on the excess over $180,000.
What impact will this have on income tax
rates for resident individuals?
The TBRL is effectively a two percentage point
increase in the top marginal rate. An indication of
the additional tax payable under the TBRL is
summarised in the following table.
Taxable income

Additional tax

180,000

Nil

200,000

400

250,000

1,400

300,000

2,400

350,000

3,400

400,000

4,400

As a legacy from the former Labor Government,
the tax-free threshold will increase from $18,200
to $19,400 from 1 July 2015. As a result, and
including the TBRL but excluding the Medicare
levy, the personal income tax rates for the
2014-15 and 2015-16 and later years are
as follows:
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2014-15 (Current)

2015-16 and later years

Income range

Rate %

Income range

Rate %

0 - 18,200

0

0 - 19,400

0

18,201 37,000

19

19,401 37,000

19

37,001 80,000

32.5

37,001 80,000

33

80,001 180,000

37

80,001 180,000

37

180,001 +

47

180,001 +

47

Including the TBRL, but excluding the Medicare levy

Taking into consideration that the Medicare levy
will increase from 1.5 per cent to 2 per cent from
1 July 2014, the top marginal rate plus the TBRL
and the Medicare levy will be 49 per cent for
resident individuals.
What impact will this have on income tax
rates for non-resident individuals?
The top marginal rate for non-resident
individuals is effectively increased to 47 per cent
with the introduction of TBRL at two percentage
points on taxable incomes exceeding $180,000.
2014-15 (Current)

2015-16 and later years

Income range

Rate %

Income range

Rate %

0 – 80,000

32.5

0 – 80,000

33

80,001 180,000

37

80,001 180,000

37

180,001 +

47

180,001 +

47
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7. Indirect taxes
Fuel tax changes
Fuel excise indexation will be reintroduced from
1 August 2014. This will involve a biannual CPI
indexation. Revenue raised through this
measure will be linked to funding for new
road infrastructure.
The burden of fuel excise indexation will fall
largely on consumers and to a lesser extent on
the business sector. This is as a consequence of
the fuel tax credit scheme, which is available to
businesses acquiring taxable fuel for eligible
uses and which will remain essentially
unchanged.
Some further changes were announced in the
Budget to schemes relating to fuel products.
These may have more implications for business
and include:



An increase in grants under the Product
Stewardship Act, which principally
relates to recyclers of sump oil and
similar products.



A reduction in the net excise on ethanol
and biodiesel to nil from 1 July 2015.
This will involve the cessation of the
Ethanol Production Grants Programme
and Cleaner Fuels Grants Scheme.



A gradual increase in the excise on ethanol
and biodiesel from 1 July 2016. Excise on
ethanol will increase by 2.5 cents per litre
per year until it reaches 12.5 cents per litre.
Excise on biodiesel will increase in line with
product energy content rules.

No changes were announced in the Budget for
other indirect taxes, including goods and
services tax, the wine equalisation tax and other
excises (e.g. tobacco).
.
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8. Superannuation
Minimal changes to superannuation
The Budget contained only a few changes that
will affect superannuation.
Superannuation Guarantee Contributions
to be rephased
A further deferral to the phasing of the increase
in the superannuation guarantee (SG) rate was
announced as part of the proposed repeal of the
Minerals Resource Rent Tax. The current
Government’s original proposal was to freeze
the rate at the current 9.25 per cent for two
years. However, the elapse of time and the
failure to have the Minerals Resource Rent Tax
repealed, has meant the Government can only
effectively freeze the rate from next year’s rate
(9.5 per cent); however, it will freeze the SG rate
at 9.5 per cent for four years instead of two.
The table on the following page shows the
currently legislated rates (as introduced by the
former Labor Government), the Coalition’s
earlier proposal (released in the 2013-14
Mid-Year Economic and Fiscal Outlook on
17 December 2013) and the proposal
announced in the 2014-15 Budget.
Excess non-concessional contributions
Common sense has prevailed with the
Government announcing measures to provide
relief against the potential for an “overall tax rate
up to a staggering 93 percent” – as
acknowledged by the Minister for Finance
Senator Mathias Cormann in a media release
dated 13 May 2014.
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For excess non-concessional contributions made
from 1 July 2013, an individual will be given the
option to withdraw the excess contributions
together with any earnings on those
contributions and to pay tax at their marginal
tax rate on those earnings. No excess nonconcessional contribution tax would apply
in this case.
If the individual does not exercise this choice,
the excess non-concessional contributions will
be subject to the excess non-concessional
contribution tax at the top marginal rate.
It is not clear at this stage whether there will be
a time limit for the individual to exercise their
choice or what the process for the return of
contributions and earnings will be. These are
to be settled after consultation with key
stakeholders in the industry.
Accumulation only for Defence Force
superannuation
New members of the Australian Defence Force
from 1 July 2016 will only have accumulation
superannuation arrangements available to them
instead of the existing unfunded defined benefit
scheme. Existing members of the defined benefit
scheme will be given the option to change to the
accumulation arrangement.
Unlike the Superannuation Guarantee rates, the
Government’s contribution to the new
accumulation arrangement will be 15.4 per cent
(increasing to 18 per cent for any period of warlike operations).
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Superannuation

Superannuation Guarantee rates
From 1 July

Labor Government
%

Coalition original proposal
%

Budget announcement
%

2013

9.25

9.25

9.25

2014

9.50

9.25

9.50

2015

10.00

9.25

9.50

2016

10.50

9.50

9.50

2017

11.00

10.00

9.50

2018

11.50

10.50

10.00

2019

12.00

11.00

10.50

2020

12.00

11.50

11.00

2021

12.00

12.00

11.50

2022

12.00

12.00

12.00
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Other
measures
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9. Other measures
Targeting, streamlining and
reinforcing immigration
The Government is looking to achieve savings
over the next five years by modifying the size
and composition of the 2014-15 Migration
Programme.
The 2014-15 Migration Programme will have
190,000 places and maintain the composition of
128,550 Skilled Stream places, 60,885 Family
Stream places and 565 Special Eligibility Stream
places. The Skilled Stream allocation includes
company-sponsored permanent residents and
represents 68 per cent of the entire Migration
Programme. It will continue to focus on
Australia’s longer term skills requirements,
including addressing labour shortages in
regional areas. This targeted approach to
directing skilled migration to areas of need
should help employers who might struggle to find
qualified individuals to work in regional areas
of Australia.
The Government will expand the Offshore
Biometrics Programme beyond the 20 countries
where it currently operates and introduce user
pays arrangements for visa services and
biometric collection services with third-party
service delivery partners. These measures will
have some impact for businesses sourcing
skilled labour from countries that participate in
the program, but it is hoped they will help
improve processing timeframes. The
Government will also provide $2 million in capital
funding over two years for biometric systems
software and equipment to expand the program.
The Government will cease the Outreach Officer
Programme from 1 July 2014. This program was
designed to help businesses build a deeper
understanding of visa arrangements that
might affect them.
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The Government will also provide funding to
further streamline visa processing arrangements
that are currently available to students enrolled
in bachelor, masters or doctoral degrees at
participating universities to students who are
enrolled in Advanced Diploma-level Vocational
Education and Training (VET) courses at eligible
TAFEs and other education providers. This
measure is designed to support the growth of
Australia’s international VET sector, which is
seen as a key potential contributor to Australia’s
future economic prosperity.

ATO and administrative measures
ATO efficiency dividends – bringing forward
of staffing reductions
As announced in the media prior to the Budget,
the Government is bringing forward planned
staffing reductions within the Australian Taxation
Office (ATO) to achieve savings of $142.8 million
over three years from 2015-16. The ATO will
accelerate the timetable for reducing the first
3,000 roles of a total planned 4,700 positions.
Third party reporting and data matching
The start date of a 2013-14 Budget measure
‘Tax Compliance – improving compliance
through third party reporting and data matching’
has been deferred until 1 July 2016. Originally
intended to commence from 1 July 2014, the
measure proposed to require a range of third
parties including fund managers, brokers and
financial service and property businesses to
report on a variety of financial and
transactional data.
The recognition by the Government of the
obvious compliance costs involved with this
measure is welcome. The deferral of the start
date will also allow additional consultation with
affected entities, and time for impacted entities
to adopt processes and systems to ensure
compliance with the proposed measure.
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Other measures

Amalgamation of external merits
review agencies

Inspector General of Taxation to hear
tax complaints

In a measure designed to save $20.2 million
over four years, the Government proposes to
streamline and simplify the Commonwealth
external merits review system. From 1 July
2015, certain Commonwealth external merits
review agencies will be amalgamated including,
as relevant to taxation matters, the
Administrative Appeals Tribunal (AAT).

In a change to the mandate of the Inspector
General of Taxation (IGOT), the Government will
transfer the handling of complaints on specific
taxation matters from the Commonwealth
Ombudsman to the IGOT.

Prior to the amalgamation, merits reviews of
Freedom of Information matters will be
transferred to the AAT. We look forward to
working through the new arrangements and
welcome in particular the potential for more
timely processing of, and greater efficiencies in,
the Freedom of Information review process
as necessary.
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Given the current role of the IGOT is to review
and report on systemic tax administration issues,
the Government views this transfer as providing
taxpayers with a ‘more specialised and focussed'
complaint handing system.
Having had input into previous IGOT reviews,
Deloitte welcomes this transfer and the
synergies it offers taxpayers.

28

Contacts

Deloitte 2014-15 Federal Budget Brief

29

10.Contacts

Paul Riley
National Managing Partner, Tax
Tel: +61 3 9671 7850
pbriley@deloitte.com.au

Chris Richardson
Deloitte Access Economics
Tel: +61 2 6175 2000
chrichardson@deloitte.com.au

David Watkins
National Tax Technical
+61 2 9322 7251
dwatkins@deloitte.com.au

Vik Khanna
Corporate & International Tax
Tel: +61 3 9671 6666
vkhanna@deloitte.com.au

Deloitte 2014-15 Federal Budget Brief

Elizma Bolt
Fringe Benefits Tax
+61 2 9322 7614
ebolt@deloitte.com.au

Brett Greig
Energy and Resources
+61 3 9671 7097
bgreig@deloitte.com.au

Patrick Broughan
Banking
+61 3 9671 6606
pbroughan@deloitte.com.au

Keith Hardy
Deloitte Private
+61 3 9671 7818
kehardy@deloitte.com.au

Fiona Cahill
Corporate Tax
+ 61 8 9365 7313
fcahill@deloitte.com.au

Stephen Healey
Corporate Tax
+61 7 3308 7226
sthealey@deloitte.com.au

Fiona Craig
Transfer Pricing
+61 2 9322 7770
ficraig@deloitte.com.au

Gary Howard
Financial Services
+61 2 9322 7081
ghoward@deloitte.com.au

Michael De Palo
Corporate Tax
+61 2 9322 5940
mdepalo@deloitte.com.au

Peter Madden
International Tax
+61 2 9322 7449
pmadden@deloitte.com.au

Serg Duchini
Research & Development
+61 3 9671 7376
sduchini@deloitte.com.au

David Ocello
Energy & Resources, Mining
+61 8 9365 7041
docello@deloitte.com.au

Roan Fryer
Corporate Tax
+61 2 9840 7290
rfryer@deloitte.com.au

John Randall
Superannuation
+61 2 9322 7550
jrandall@deloitte.com.au

Gary Funston
Indirect Tax
+61 3 9671 7464
gfunston@deloitte.com.au

John Rawson
Corporate Tax
+61 8 8407 7158
jorawson@deloitte.com.au

Joe Galea
Real Estate
+61 2 9322 7591
jgalea@deloitte.com.au

Jonathan Schneider
Energy & Resources, Oil & Gas
+61 8 9365 7315
joschneider@deloitte.com.au

Mark Goldsmith
Mergers & acquisitions
+61 2 9322 5055
mgoldsmith@deloitte.com.au

Dwayne Sleep
Corporate Tax
+61 3 9671 7552
dsleep@deloitte.com.au

30

Contact us
Deloitte
225 George Street
Sydney, New South Wales
Australia
Tel: +61 2 9322 7000
Fax: +61 2 9322 7001
www.deloitte.com.au

Where we advertise or represent that tax agent services will be provided by us, such services will be provided by a Deloitte registered tax agent.
This publication contains general information only, and none of Deloitte Touche Tohmatsu Limited, its member firms, or their related entities (collectively the
“Deloitte Network”) is, by means of this publication, rendering professional advice or services.
Before making any decision or taking any action that may affect your finances or your business, you should consult a qualified professional adviser. No entity in the
Deloitte Network shall be responsible for any loss whatsoever sustained by any person who relies on this publication.
About Deloitte
Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its network of member firms, each of which is a
legally separate and independent entity. Please see www.deloitte.com/au/about for a detailed description of the legal structure of Deloitte Touche Tohmatsu Limited
and its member firms.
Deloitte provides audit, tax, consulting, and financial advisory services to public and private clients spanning multiple industries. With a globally connected network
of member firms in more than 150 countries, Deloitte brings world-class capabilities and high-quality service to clients, delivering the insights they need to address
their most complex business challenges. Deloitte has in the region of 200,000 professionals, all committed to becoming the standard of excellence.
About Deloitte Australia
In Australia, the member firm is the Australian partnership of Deloitte Touche Tohmatsu. As one of Australia’s leading professional services firms, Deloitte Touche
Tohmatsu and its affiliates provide audit, tax, consulting, and financial advisory services through approximately 6,000 people across the country. Focused on the
creation of value and growth, and known as an employer of choice for innovative human resources programs, we are dedicated to helping our clients and our people
excel. For more information, please visit Deloitte’s web site at www.deloitte.com.au.
Liability limited by a scheme approved under Professional Standards Legislation.
Member of Deloitte Touche Tohmatsu Limited
© 2014 Deloitte Touche Tohmatsu.
MCBD_Syd_05/14_049908

