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The Coalition does not have control of the Senate.  As such, there is doubt as to whether some of the legislation will be enacted. This 
applies in particular to welfare-related changes such as the proposed increase in the Age Pension age to 70. 
  
Superannuation    
 
1. Making superannuation 
‘excess contributions tax’ fairer 
 
Effective 1 July 2013 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Currently inadvertent breaches of the Non 
Concessional (after tax) Contribution rules can result 
in an effective tax rate of 93%. 
 
From 1 July 2013 the Government will allow 
individuals to withdraw such excess contributions 
together with the associated earnings.   
 
If the individual opts to withdraw the contribution 
and earnings then the earnings will be taxed at their 
marginal tax rate. 
 
If the individual does not opt to withdraw the 
contribution and associated earnings then the current 
tax rules will continue to apply. 
 
 
 

 
 This aligns the treatment of excess non-

concessional (after-tax) contributions with 
the current rules for excess concessional 
(pre-tax) contributions. 

 Individuals trying to do the right thing and 
save for their retirement no longer have to 
be unjustly penalised by excessive tax 
rates. 

 If an inadvertent non-concessional 
superannuation contribution is made above 
the Cap, individuals should elect to 
withdraw their excess after-tax 
contributions or be taxed on it at the top 
rate of marginal tax. 
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2. Superannuation Guarantee 
(SG) rate to increase 
 
Effective from 1 July 2014 

 
The SG rate had been set to pause at 9.25% but will 
now increase to 9.5% on 1 July 2014 and remain at 
this level until 30 June 2018.   
 
The SG rate will then increase by 0.5% p.a. until it 
reaches 12% from 2022/23. 

 
 Individuals should review their salary 

sacrifice arrangements for the start of the 
new financial year. 

 
3. Concessional contributions 
cap increase  
 
Effective 1 July 2014 
 
(Previously announced) 
 

 
For 2013/14, the general Concessional (i.e. before 
tax) contribution cap is $25,000 p.a. For those 
turning 60 by 30 June 2014, it is currently $35,000 
p.a.  
 
Due to indexation, the standard cap of $25,000 p.a. is 
increasing to $30,000 p.a. for 2014/15.  Furthermore, 
the increased limit of $35,000 p.a. will apply from 1 
July 2014 to anyone who turns 50 by 30 June 2015. 

 

 
 Taxpayers who are 50 or over by 30 June 

2015 should review their salary sacrifice 
arrangements. 

 This change may enhance the potential 
benefits of a transition to retirement 
pension strategy, particularly for those 
currently taking advantage of the current 
$25,000 cap. 

 Superannuation members should consider 
the timing of income and gains around 
year-end especially where a personal 
superannuation tax deduction is being 
contemplated. 
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4. Deeming rules to apply for 
social security purposes to 
account based pensions 
 
Effective 1 January 2015 
 
(Previously announced on 5 
April 2013) 
 

 
Currently, Account Based Pensions receive 
favourable treatment under the ‘income test’ for 
social security purposes. 
 
It is proposed that the current treatment be amended 
so that ordinary deeming rules apply to Account 
Based Pensions that commence from 1 January 2015.  
 
As such, their treatment will be in line with other 
investments such as shares and bank accounts. 
 

 
 Consider setting up (or making changes to) 

pensions prior to 1 January 2015 if affected 
by the social security income test. 

 From 1 January 2015, proposed changes to 
existing pensions should be carefully 
reviewed in light of this change.   

 Refer also to changes to the 
Commonwealth Seniors Health Card (see 
Social Security section, below). 
 

 
5.  Potential changes to the 
preservation age 
 
 
 

 
The minimum age at which you can access your 
superannuation on the grounds of retirement (ie the 
preservation age) is currently 55.  For those born 
between 1 July 1960 and 30 June 1964 this is 
currently legislated to increase gradually to age 60. 
 
The Government will review the superannuation 
preservation age as part of the Murray Financial 
System Inquiry. 

 
 Individuals should consider accumulating a 

savings pool outside of super to live off 
prior to gaining access to their super.   

 For some workers, this change could lead 
to a situation of working longer than 
originally planned. 

 This proposal will impact on Transition to 
Retirement Strategies as these pensions 
can’t generally be started until you reach 
preservation age. 
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6.  Sundry superannuation 
changes (including those already 
announced) 

 
1. Deferral of various matters relating to super disclosure (eg choice product dashboard and 

portfolio holdings disclosure) to 1 July 2015. 
 

2. ATO taking over responsibility for the Small Business Clearing House. 
 
3. The Treasurer noted that the Inspector General made a number of recommendations to improve 

the administration of the excess contributions tax including the ATO providing assistance in 
monitoring contribution levels.  Many of these recommendations may be taken up.  

 
4. Excess Contributions Tax to apply at marginal tax rates with penalty interest to accrue from the 

start of the relevant financial year. 
 

5. Departing Australian superannuation payments tax to increase to 38% from 35% from 1 July 
2014 until 1 July 2017 due to the Deficit Tax and medicare levy changes.   
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Taxation   
 
1. Personal tax rates  
 
Effective from 1 July 2014 
 
 
 
 
 
 
 
 
 
 
 

 
Income tax rates 
 
Income 2014/15 
$0 to $18,200 0% 
$18,201 to $37,000 19% 
$37,001 to $80,000 32.5% 
$80,001 to $180,000 37% 
$180,001 + 45% 

 
These rates remain unchanged from the current 
2013/14 rates except that: 

 The “Deficit Tax” (see below) adds another 2% 
to the top marginal tax rate for 3 years. 

 The tax free threshold of $18,201 is due to rise 
to $19,401 on 1 July 2015. 

 A new initiative will see all individuals 
receiving a ‘tax receipt’ showing where and 
how their taxes were used. 

 
 
 
 
 

 
 See below regarding the Deficit Tax and  

Medicare Levy changes. 
 Tax savings can be achieved by utilising 

salary sacrifice arrangements, the main 
beneficiaries being those on incomes 
broadly between $180k and $300k. 

 Investment Bonds are now marginally 
more attractive due to the reduction in the 
company tax rate and the introduction of 
the Deficit Tax and medicare levy 
increases. 
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2.  Temporary Budget Repair 
Levy (“Deficit Tax”) 
 
Effective 1 July 2014 (although 
this measure could face 
difficulties in passing through 
the Senate).  

 
From 1 July 2014 until 30 June 2017 there will be a 
temporary levy of 2% applicable to individuals with 
taxable income over $180,000.  The 2% levy will 
apply to taxable income above $180,000.  
 
A number of other tax rates that are currently based on 
calculations that include the top personal rate of tax 
will also be increased for the same period.   
 
This includes the FBT rate, although tax exempt 
entities etc will be protected by an increase in the 
annual FBT cap. 
 
 

 
 An individual with taxable income of 

$250,000 a year will pay an additional 
$1,400 p.a. in tax for the next three years. 

 There is some incentive to bring forward 
taxable income (or defer it in several 
years’ time) although 2% extra tax may 
be mitigated by the time value of money 
by having to pay tax one year earlier or 
deferring future income 

 Affects non-resident rates of tax as well. 
 Grossed up annual FBT cap increased to 

$31,177 (from $30k) for PBIs and to 
$17,667 (from $17k) for public hospitals. 

 Negative impact on those receiving fringe 
benefits and earning below $180k p.a. 

 May need to revisit the level of employee 
contribution to car packaging. 
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3.  Increase in the Medicare 
Levy from 1 July 2014. 
 
Effective 1 July 2014 
 
(Previously announced to cover 
the National Disability Support 
Scheme). 
 
 

 
The rate will increase from 1.5% to 2% from 1 July 
2014.   
 
The extra money collected will be placed into a 
Disability Care Australia Fund for 10 years. 
 
 

 
 Further increase in total tax of 0.5% for 

income and gains from 1 July 2014. 
 Further incentive to bring forward taxable 

income although the extra 0.5% might be 
mitigated by the time value of money by 
having to pay tax one year earlier. 

 

 
4.  Phasing out of the Net 
Medical Expense Tax Offset 
(NMETO)  
 
(Previously announced) 
 
 
 
 

 
From 1 July 2012, for higher income earners, the 
NMETO had previously been restricted to expenditure 
over $5,000 (a tax offset available of 10% of the 
excess).  For those on lower incomes, the threshold is 
currently $2,120 (subject to indexing) and the tax 
offset is 20% of the excess. 
 
Those who claim the offset in 2012/13 can claim for 
2013/14 and those who claim in 2013/14 can claim in 
2014/15.  Thereafter, claims will be restricted to 
medical expenses relating to disability aids, attendant 
care or aged care with a full phase out of all claims by 
2018/19. 
 

 
 Consider bringing forward medical 

expenses to the 2013/14 year (if possible) 
in order to then qualify to claim the 
NMETO in the following year (assuming 
relevant thresholds are met). 
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5.  Abolition of various tax 
offsets 
 
Effective 1 July 2014 

 

 
The Government will abolish the Mature Age Workers 
Tax Offset and the Dependent Spouse Tax Offset. 
 
 

 
 Employers will be provided with 

incentives to employ older Australians. 
Taxpayers with a dependent who is 
genuinely unable to work due to carer 
obligations or a disability may be eligible 
for the Dependent (Invalid and Carer) 
Tax Offset. 
 

 
6.  Other tax issues 

 
1. The Company tax rate will be cut by 1.5% to 28.5% from 1 July 2015.  For larger companies, this 

reduction will offset the Paid Parental Leave Scheme. 
 

2. The Government will reintroduce the twice yearly indexation of fuel excise rates to CPI from 1 
August 2014. 
 

3. From 1 July 2014, the ATO will provide an online system of pre filled tax returns to facilitate the 
easy lodgment of non complex returns. 

 
4. The Government has decided to defer a number of previously announced measures including: the 

deferral to 1 July 2015 of the new tax system for managed investment trusts, the deferral to 1 July 
2016 of third party reporting and data matching in relation to matters such as the sale of real 
property, shares, managed funds etc. 

 
5. First Home Savers Accounts scheme to be abolished due to lower than forecast take up rates. 
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6. The low income threshold for the medicare levy to stay the same except for families where it will 
increase to $34,367 plus $3,156 for each dependent child. 

 
7. The Medicare Levy Surcharge and the Private Health Insurance Rebate will not be indexed from 1 

July 2015 to 30 June 2018. 
 

8. SME instant write off of capital expenditure up to $6,500 still in limbo. 
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Social Security   
 
1.  Cut indexation rate of age 
pension 
 
Effective from September 2017 
 

 
The Age Pension is currently indexed by the higher 
of the increase in inflation (CPI), Male Average 
Weekly Total Earnings and the Pensioner and 
beneficiary Living Cost Index. 
 
The Government has announced that from 
September 2017, indexation will only be linked to 
CPI.  This will also apply to the Disability Support 
Pension, Carer Payment and Veterans ‘Affairs 
Pensions. CPI indexation will however apply from 
1 July 2014 for Parenting Payment Single 
recipients. 

 
 Age pension increases may be lower in the 

future and may not keep pace with 
increases in the cost of living for a retiree. 
Pensioners should consider budgeting, not 
just for their current expenses, but also to 
allow for the impact of decreasing real 
income. 

 
2.  Increase in the retirement age 
 
Effective from 1 July 2015 
(although this measure could 
face difficulties in passing 
through the Senate) 
 

 
The Age Pension age is currently 65 and is already 
legislated to increase incrementally to 67 for those 
born between 1 January 1949 and 1 January 1957. 
 
The Government has announced that the Age 
Pension age will rise by six months every 2 years 
from age 67 to reach a qualifying age of 70 by 1 
July 2035.   

 
 People born before 1 July 1958 will not be 

affected by this measure. 
 Those born after 30 June 1958 should 

consider their retirement planning in light 
of the proposed change. 

 Where possible, retirees should concentrate 
on becoming at least partially self-funded 
rather than having to rely on the Age 
Pension. 
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3.  Tightening re Commonwealth  
Seniors Health Card eligibility 
 
Effective from 1 July 2014 
 

 
The income thresholds of $50,000 for singles and 
$80,000 for couples will be indexed in line with 
CPI from 20 September 2014. 
 
Measures will be introduced from 1 January 2015 to 
include the deeming of income from Account Based 
Pensions (refer above re Age Pension Income Test).  
Existing Account Based Pension holders will be 
grandfathered under the existing rules.  
 
The Seniors Supplement for these card holders will 
be abolished from 1 July 2014. 
 

 
 Consideration should be given to starting an 

ABP prior to 1 January 2015. 
 The Seniors Supplement was worth a tax 

free $1,321 for a couple. 
 Australian residents who have reached age 

pension age should consider whether they 
are eligible for the Commonwealth Seniors 
Health Card. 

 Individuals should consider whether 
financial decisions will increase their 
taxable income and hence affect eligibility.  

 Consideration should also be given to 
eligibility for other cards such as the 
Pensioners Concession Card and the 
Seniors Card. 

 
4.  Deeming Thresholds to 
Change  
 
Effective from 20 September 
2017 
 

 
The Government will reset the asset level deeming 
thresholds used in the Age Pension ‘Income Test’ to 
$30,000 for singles and $50,000 for couples.   
 
The thresholds are currently $46,600 and $77,400 
respectively. 
 
 

 
 A single age pensioner who is assessed 

under the Income Test could expect their 
age pension to reduce by as much as 
$290.50 p.f. 

 Age pension recipients should consider 
whether they are impacted by the Income 
Test and if so, what affect this increased 
deeming will have on their pension. 
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5.  Family Tax Benefit Part B 
tightening 
 
Effective from 1 July 2015 
 

 
Eligibility will be tightened on Family Tax Benefit 
Part B with the primary income threshold for 
eligibility reducing from $150,000 p.a. to $100,000 
p.a.   
 
From 1 July 2015 families will no longer receive 
this payment when their youngest child turns 6 
although those with the youngest child six and over 
on 30 June 2015 will remain eligible for 2 years. 
 
Low income single parents will be able to access 
new assistance of $750 p.a. for each child aged 6 to 
12. 
 
Payment rates will also be maintained in nominal 
terms for two years from 1 July 2014 as will the 
maximum and base rates of FTB Part A. 
 
 
 
 
 
 
 
 

 
 Impact of up to $4,100 p.a. for families 

including the annual supplement. 
 Those receiving middle class welfare will 

need to consider the effect of these cuts on 
their budgets. 

 This encourages primary carers to enter the 
workforce once their youngest reaches 
primary school age. 
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6.  Changes to Aged Care rules 
 
Effective from 1 July 2014 unless 
otherwise stated 
 
(Previously announced) 
 

 
The following changes have previously been 
announced: 
 
 Residential care providers required to publish 

their maximum accommodation rate, payment 
options and key features (from 19 May 2014). 
 

 Accommodation Bonds greater than $550k need 
the Commissioner’s approval. 

 
 No distinction between low and high care 

facilities. 
 
 New fee structure which is likely to result in 

higher fees with means testing on both assets 
and income. 

 
 Full value of home up to $153,907 (2013) will 

generally be counted for calculating entry fees. 
 
 Accommodation Bonds fully refundable. 

 
 

 
 Refer to My Aged Care website for details 

of fees and features. 
 Prospective tenants need to decide whether 

they should enter the facility pre 1 July 
under the existing rules or post 30 June 
under the new rules. 

 As currently is the case, the decision to sell 
the family home may have a significant 
impact on the level of ongoing fees 
payable. 

 Strategies to reduce income should be 
considered such as starting an income 
stream prior to the new deeming rules 
coming in on 1 January 2015. 

 Cashflow management should be 
considered. 

 The decision whether to pay the full bond 
or make periodic payments should continue 
to be assessed. 
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7.  Other social security 
announcements (although some 
of these measures could face 
difficulties in passing through the 
Senate) 
 

 
1. Subsidy of up to $10,000 to employers who hire an eligible mature (over 50) job seeker who 

has been receiving NewStart or Disability Support Pension for at least 6 months. 
 

2. All payment eligibility thresholds will be maintained for three years from 1 July 2014 for non 
pension payments including family payments, NewStart etc, from 1 July 2015 for Private 
Health Insurance Rebate and from 1 July 2017 for pension payments. 
 

3. The Commonwealth will cease some ineffective or duplicative Commonwealth payments to 
the States including certain concessions for Pensioners and Seniors Card holders. 
 

4. The Government announced significant changes to higher education funding effective from 13 
May 2014. 
 

5. Young Australians under 25 to be entitled to Youth Allowance rather than NewStart from 1 
January 2015 with current recipients aged between 22 and 24 on 31 December 2014 to remain 
on the existing allowances.   
 

6. Those applying for NewStart or Youth Allowance (Other) to participate in job search and 
employment service activities for an additional six months before receiving any payment. 
 

7. Reduction in the Medical Benefits Schedule rebates by $5 for GP consultations and out of 
hospital pathology and diagnostic imaging services and allowing providers to collect a $7 
patient contribution. Low gap incentive of $6.20 provided for a standard GP consultation in 
2015 for concessional patients and children under 16 for their first 10 visits in a calendar year. 
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8. Family Tax Benefit Part A Large Family Supplement will be paid in respect of the fourth 
(currently from the third) and each subsequent child in a family, hence reducing the payment.  
The Family Tax Benefit Part A per child ‘add on’ to the higher income free threshold will be 
removed from 1 July 2015. 
 

9. The end of year supplement to be reduced to $600 p.a. per FTB Part A child and $300 per 
family for each FTB Part B family. 

 
10. Changes to HECS and HELP such as a reduction in the income threshold for repayment for 

HELP from 1 July 2016.  
 

11. Increased co payments under the Pharmaceuticals Benefit Scheme and simplification of the 
Medicare safety net. 
 

12. Changes to tighten eligibility for the Disability Support Pension. 
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 Contact details: 
 

Kevin Smith, Director, The Professional Super Advisers   AFSL No. 321895 
Tel: 02 9955 5800   Email:  kevinsmith@thepsa.com.au 
Internet:  www.thepsa.com.au 
 
Liability limited by a scheme approved under Professional Standards Legislation other than for the acts or omissions of financial 
services licensees. 
 
Disclaimer 
This list is a summary of the May 2014 Federal Budget in so far as it generally affects clients of The Professional Super Advisers.  It 
is not meant to be an exhaustive list of issues and strategies to consider.  The information has been sourced from various Government 
and other websites.  The Professional Super Advisers believe that the information herein is accurate and reliable, but no warranty on 
accuracy or reliability is given and no responsibility arising in any way for errors or omissions (including responsibility by reason of 
negligence) is accepted by any member of the company or its representatives.  This disclaimer is subject to any contrary provisions of 
the Competition and Consumer Act.  Taxation considerations are based on current laws and their interpretation at the date of 
preparation of this paper. 


