Federal Budget  2010 - 11
The 2010 -11 Federal Budget was handed down on Tuesday, 11 May, 2010.  The Budget announcements came 9 days after the Government announced that it would adopt a handful of the recommendations of the Henry Review (Australia’s Future Tax System).  A number of announcements will not be effective until future years.
The Government forecast a return to surplus of $1 billion for the national budget by 2012/13 financial year, based on expected increases in tax receipts and reduced government spending.  

Some of the changes to tax and superannuation rules were:

· Further changes to the Superannuation Contributions Caps; 
· The cancellation of previously announced increases to the government superannuation co-contribution (it will now remain at $100%); 
· Increased employer superannuation guarantee contributions from the current 9% of an employee’s ordinary time earnings to 12% by 2019/20; 
· Additional superannuation for those earning up to $37,000 p.a.(with a re-imbursement of the 15% super contributions tax up to $500) commencing from 1 July, 2012;
· A discount of 50% on interest income up to $1,000, to be declared in personal income tax returns.  This discount applies to interest earned on savings in banks, credit unions and building societies; bonds, debentures and annuity products as well as through trusts and managed investment schemes.

· A standard tax deduction of $500, without substantiation, for work-related expenses and costs of managing tax affairs, to commence from 1 July, 2012.  Note:  the expenses must be incurred.
· Reduction in the company tax rate for ‘eligible small business enterprises’ from 30% to 28% in 2013.  Note:  this is likely to change to 29% as a result of subsequent changes to the mining resources tax, yet to be finalised.

· Immediate write-off, for small business entities, of assets costing less than $5,000 (excluding buildings and improvements) from 1 July, 2012.
· Changes to the treatment of Capital Gains Tax on the sale of a business or business assets.

Personal Income Tax Rates from 1 July, 2010

The previously announced personal income tax rates for Australian residents have been confirmed.  They are set out in the table below:
	Tax Thresholds from 01/07/09
	Tax Rate
	Tax Thresholds from 01/07/10
	Tax Rate

	Income Range
	%
	Income Range
	%

	$0 to $6,000
	0
	$0 to $6,000
	0

	$6,001 to $35,000
	15
	$6.001 to $37,000
	15

	$35,001 to $80,000
	30
	$37,001 to $80,000
	30

	$80,001 to $180,000
	38
	$80,001 to $180,000
	37

	$180,000
	45
	$180,000
	45


 Low-income tax offset
The Budget confirmed the increase in the maximum low tax offset from $1,350 to $1,500 commencing 1 July, 2010.  This means that an individual can earn $16,000 before paying any tax.  A minor can earn up to $3,333 in the 2010/11 financial year without incurring income tax. 

Tax thresholds for senior Australians

From 1 July, 2010, Senior Australians will be able to earn higher amounts before paying income tax.  Singles will have no tax liability until their “rebate income” reaches $30,685 whereas couples will have no tax liability until each has a “rebate income” of $26,680.    

“Rebate income” is the aggregate of taxable income, adjusted fringe benefits amount (reportable fringe benefits with the FBT gross-up reversed), total net investment losses (net financial losses and net rental property losses) and reportable superannuation contributions.

Summary

Many of the changes announced in the 2010/11 Budget are not scheduled to take effect until future financial years.  In addition, there are a number of recommendations in the Henry Review which have not been implemented at this stage.

