
 

 

 

Key highlights 

• Deferral of higher concessional contribution threshold until 1 July 2014 
• Introduction of higher tax on concessional contributions for high income earners 
• Removal of CGT discounting for non-resident individuals 
 

Overview 

On 8 May 2012, the Federal Government handed down its Budget for 2012/13.   
Whilst many of the measures contained within the Budget were alluded to prior to Budget 
night, there was one major surprise in relation to the much awaited detail on the higher 
concessional contribution cap for those aged 50 or over. 

 
The Government announced that the measure will in fact be deferred for two years.  In 
this intervening period, the existing arrangement will not be extended.  Rather, the lower 
$25,000 concessional contributions cap will apply to all contributing members.  Added to 
the “mini-budget” announcement on 29 November 2011 that the concessional cap will not 
be indexed until 1 July 2014, this change has the potential to have a significant adverse 
impact on the retirement plans of many clients.  For example, over the next 15 years, the 

loss of $50,000 of potential concessional contributions over the next two years could 
amount to a loss of $100,000 in future retirement savings (assuming a 6% annualised 
return net of fees and taxes). 
 
For non-residents, the loss of the 50% discount on capital gains can be quite significant, 
perhaps more so for any of your clients who were Australian tax residents but have since 
relocated overseas and lost their tax residency status.  If they didn’t declare the 
unrealised gain position on any shares or managed funds at the time they lost their 

residency status, this change could have a significant tax impact. 
 
There were no changes to the personal tax rate changes announced in July 2011 (but 
applying from 1 July 2012) as part of the Carbon Pricing Scheme, or the increasing rate of 
super guarantee contributions and low income earner contributions that were tied in to 
the passage of the Mineral Resources Rent Tax. 
 

For financial planners, these changes reflect the ever increasing need for clients to seek 
and obtain good quality financial planning advice as the constantly changing 
superannuation, taxation and regulatory environments continue to have impacts on the 
future planning needs of your clients. 
 
More details on the relevant announcements are contained in this special edition of 
TECHknow, as well as a reminder on some changes not formally discussed in the Budget 

but that have application from 1 July 2012.  Also included is a checklist of potential 
financial planning considerations out of these measures. 
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It’s always important to remember that many measures will still need legislation to be 

introduced, and will have to pass through Parliament, so the final version of the changes 
may differ to the announcements made in the Budget.   
 
If you have any questions about the 2012/13 Budget and its impact on strategies you are 
employing or considering for your clients, call the Technical Services team on  
1800 655 901. 
  

Financial planning considerations 

Following is a list of potential financial planning action points arising from the 2012 
Federal Budget and other recent announcements.  It is not intended to be an exhaustive 

list, and not all points will be relevant for all clients. 
 

 Reinforce the need for all clients to maximise (where appropriate and to the extent 
possible) their concessional contributions to super this financial year. 

o This is more important for those who are at least 50 years of age (or will be 
by 30 June 2012) as the proposed retention of a higher concessional 
contribution cap for this group has been deferred for two years. 

o It’s important to investigate contributions already made this year and in prior 

years as the penalties for exceeding contribution caps can be significant. 
o Remember that 30 June 2012 falls on a Saturday this year, so its important 

to not leave contributions until the last minute, and to ensure they are 
received by the super fund this financial year. 
 

 Reinforce the tax effectiveness of superannuation over the longer term. 
o Whilst clients on significantly high income levels (ie $300,000 and above) will 

be subject to the new 30% tax on their concessional contributions to super, 
this is still below the 46.5% marginal tax rate that applies outside super. 

o The higher rate only applies to the contribution itself.  The earnings on those 
contributions in super are still only subject to a maximum 15% tax rate, and 
can be withdrawn tax free after the age of 60. 
 

 For clients that are facing redundancies, an ability to influence the timing of the 
termination may improve the result for the client. 

o With changes to the taxation of “golden handshakes” from 1 July 2012, less 
tax would be payable if these amounts were received this financial year. 

o Transitional arrangements on termination payments which permit, in certain 
circumstances, the payment to be rolled into super (rather than cashed) 
expire on 30 June 2012.  The ability to roll some or all of a termination 
payment to super may significantly reduce the tax costs for a client. 
 

 The removal or reduction (depending on the client’s income level) of the private 
health insurance rebate from 1 July 2012 will result in an increased cost of private 
health cover to clients. 



 

 

o Whilst the effective cost to your clients may increase, the need for this 

coverage remains the same.  It’s important to ensure your clients 
understand the reasons why private health cover is important to them. 

o Many health funds are offering the ability to pre-pay 12 months of premiums 
before 1 July 2012.  If clients do this, they will still be eligible for the existing 
rebates, thereby deferring the impact of this measure for 12 months and 
freeing up some funds for other purposes in the meantime. 
 

 The previously proposed 50% reduction of the first $1,000 of interest income for 
tax purposes has now been abandoned. 

o Some clients may have been holding money in interest bearing accounts 
expecting this measure would help them manage their tax position.  With its 
removal, this is opportune time to re-engage these clients of the benefits of 
investing in shares or managed funds over the longer term, with the 
potential tax advantages of dividend imputation outweighing the interest 
discount that would otherwise have been available. 

 
 For your non-tax resident clients, ensure they are aware of the immediate loss of 

the 50% CGT discount for future asset disposals. 
o For your clients that have always been non-resident, this change is likely to 

only impact any real property investments they have in Australia.  Most other 
assets would normally be exempt from CGT. 

o For your clients that were tax resident in Australia, but have since moved 

overseas, there is a potential impact on any shares or managed funds they 
held at the time of losing their tax residency and still hold.  If they didn’t 
declare the amount of the unrealised gain at the time of losing their 
residency (and many don’t as they are unaware of the tax rules in this area), 
they will still be subject to CGT in Australia when they ultimately sell those 
shares or managed funds.  If they are non-resident at that time, this new 
measure impacts them. 

o For affected clients, you can discuss the merits of obtaining a valuation of 
the assets as at 8 May 2012 as the discount can still be applied to the gain 
that has accumulated to that time.  This valuation should be readily available 
for shares and managed funds.  Note that the tax is still not payable until the 
ultimate disposal of the asset. 

  

Budget measures and announcements 

Taxation 

 
Personal income tax changes 
Effective from 1 July 2012 (already legislated) 
 
The changes to personal income tax rates and thresholds was not a 2012 Budget 
measure, although was referenced in the Treasurer’s speech.  These changes were 

initially announced with the introduction of the Carbon Pricing Scheme back on 10 July 
2011 and have since been legislated. 



 

 

Current (2011/12) From 1 July 2012 From 1 July 2015 

Taxable 

income 

Marginal 

tax rate 

Taxable 

income 

Marginal 

tax rate 

Taxable 

income 

Marginal 

tax rate 

$0 - $6,000 0% $0 - 
$18,200 

0% $0 - 
$19,400 

0% 

$6,001 - 

$37,000 

15% $18,201 - 

$37,000 

19% $19,400 - 

$37,000 

19% 

$37,001 - 
$80,000 

30% $37,001 - 
$80,000 

32.5% $37,001 - 
$80,000 

33% 

$80,001 - 
$180,000 

37% $80,001 - 
$180,000 

37% $80,001 - 
$180,000 

37% 

$180,001 
and above 

45% $180,001 
and above 

45% $180,001 
and above 

45% 

 
*Table excludes Medicare levy and temporary Flood Levy applicable in 2011/12 
 
In conjunction with these, the maximum Low Income Tax Offset (LITO) will be reduced 

from $1,500 to $445 with effect from 1 July 2012 and to $300 from 1 July 2015.  The 
threshold at which LITO will begin to phase out will be increased from $30,000 taxable 
income in the current year to $37,000 from 1 July 2012.  The phase out rate will also be 
reduced from 4% to 1.5%. 
 
The overall impact of these changes from 1 July 2012 is: 

 an increase in the effective tax free threshold from $16,000 to $20,542; 
 a reduction in personal tax for those on income below $80,000; and 

 for those on taxable incomes greater than $80,000, a negligible $3 personal tax 
saving. 

 
Removal or reduction in Private Health Insurance rebate 
Effective from 1 July 2012 (already legislated) 
 
Whilst not raised in this year’s Budget, it is important to be aware that from 1 July 2012 

the existing Private Health Insurance rebate will be scaled back or removed for those 
earning $84,000 or above (singles) or at least $168,000 (couples), with an increase in the 
Medicare Levy Surcharge for those who opt out of private health insurance. 
 
The level of rebate available or potential Medicare Levy Surcharge that could be imposed 
is set out in the following table. 
 
 

 
 



 

 

 

 

Income Level of rebate based on age Medicare 
Levy 

Surcharge Single Couple <65 65 to 69 70+ 

<$84,000 <$168,000 30% 35% 40% Nil 

$84,000- 

$96,999 

$168,000- 

$193,999 

20% 25% 30% 1% 

$97,000 - 
$129,999 

$194,000 - 
$259,999 

10% 15% 20% 1.25% 

$130,000 + $260,000 + Nil Nil Nil 1.5% 

 

As an example, for a single person earning more than $130,000 per annum, they will lose 
the current 30% private health insurance rebate.  For every $1,000 of premium, this is an 
extra $300 that the individual will have to now pay.  However, if they chose not to have 
the private health cover, at $130,000 of taxable income, the Medicare Levy Surcharge 
would equate to $1,950. 
 
Most private health funds are offering the ability to pre-pay premiums for a 12 month 
period.  If clients make these payments before 30 June to cover the 2012/13 financial 

year, they will still receive the full rebate as it is based at the time of payment. 
 
Increase in the Medicare levy low income thresholds 
Effective from 1 July 2011 
 
The Government has announced new Medicare levy thresholds that are applicable for the 
current financial year (ending 30 June 2012). These are $19,404 for individuals 

(previously $18,839) and $32,743 for families (previously $31,789). The increase on 
these thresholds for each dependent child or student will be $3,007. 
The low income threshold for single pensioners below age pension age has been increased 
to $30,451 (previously $30,439) for the year ending 30 June 2012. This will ensure such 
pensioners do not pay the Medicare levy when they do not have an income tax liability.   
 
Flood and cyclone reconstruction levy 
Applicable for the year ended 30 June 2012 

 
Effectively introduced in last year’s Federal Budget, this levy applies only to the current 
financial year at a rate of up to 1% (for taxable income above $100,000).  Individuals 
who received an Australian Government Disaster Recovery Payment (AGDRP) from 
Centrelink for certain natural disasters in 2010/11 were exempt from the payment of this 
levy. 
 

 
 



 

 

That exemption has now been extended to: 

 those eligible for that AGDRP but did not apply for it, and 
 those eligible for an AGDRP for natural disasters in 2011/12, namely the floods in 

NSW and Queensland. 
 
Changes to the taxation of employment termination payments 
Effective from 1 July 2012 
 

Concessional tax treatment that generally applies to employment termination payments 
(ETP) will be reduced from 1 July 2012.  However, this measure is intended to only apply 
to “golden handshake” arrangements and not in cases where the payment has arisen as a 
result of a genuine redundancy (including to those 65 and over), invalidity, compensation 
due to an employment related dispute and death. 
 
Under this measure, in addition to the existing ETP cap (which will be indexed to 
$175,000 from 1 July 2012) under which a component of an ETP is taxed at a maximum 

of 15% or 30% (depending on the individual’s age), the ETP cap will only be available to 
the extent the ETP does not cause the individual’s taxable income to exceed $180,000. 
 
As an example, assume Joe received an ETP in May 2013 for $100,000.  His other taxable 
income for the year is $150,000.  If he still had his full ETP cap, the entire $100,000 (as it 
is below the ETP cap) would be taxed at a maximum rate of 15% (if Joe had reached his 
preservation age) or 30% (if below his preservation age).  Ignoring Medicare levy, this 

would have resulted in a tax liability of $15,000 or $30,000. 
 
Under this new measure, the concessional tax treatment is only available to the extent 
the $100,000 payment doesn’t take him above $180,000 of taxable income.  In this 
example, only the first $30,000 of the payment will be concessionally taxed (at 15% or 
30%) and the balance of $70,000 will be taxed at his marginal rate (which as it takes him 
over the $180,000 threshold will be 45%).  His tax liability on the ETP will therefore be 

$36,000 or $40,500. 
 
Net Medical Expense Tax Offset  
Effective from 1 July 2012 
 
The Government has announced it will introduce a means test for the net medical 
expenses tax offset (NMETO) whereby those with adjusted taxable income above the 
Medicare levy surcharge thresholds will only be able to claim medical expenses over a 

threshold of $5,000 instead of the current $2,060. Furthermore, the offset they may claim 
will be 10% of the expenses above the threshold instead of the current 20%.  
 
The Medicare levy surcharge thresholds for 2012/13 are $84,000 for singles and 
$168,000 for couples or families. 
 
 

 
 



 

 

Changes for non-resident taxpayers 

Effective from 8 May 2012 
 
With effect from Budget night (ie from 8 May 2012), non-residents will no longer be able 
to access the standard 50% discount on assessable capital gains. 
 
For non-residents, it is generally only real property located in Australia that is subject to 
the capital gains tax provisions, however it may have some application to former 

Australian tax residents who have since become non-resident and elected to defer the 
taxation of gains on assets they held (and still hold) prior to departing Australia.  For 
example, this may include share and managed fund portfolios. 
 
As a concession, a taxpayer can still be eligible for a 50% discount on the gain from the 
time of acquisition to 8 May 2012 (provided that period is greater than 12 months) using 
a valuation of the affected asset as at 8 May 2012. However, they would be assessed in 
full on any capital gain accrued after that date. 

 
Effective from 1 July 2012 
 
Under existing thresholds, non-residents do not receive a tax free threshold of $6,000 but 
are subject to tax from their first dollar of taxable income at the rate of 29% up to 
$37,000 of taxable income.  Beyond that income, the marginal rates align to those 
applying to resident taxpayers. 

 
From 1 July 2012, this lower threshold will be removed, and non-residents will pay tax at 
the rate of 32.5% on their taxable income up to $80,000 and thereafter at the same rates 
that apply to resident taxpayers.  From 1 July 2015, the 32.5% will increase to 33% in 
line with that applicable to resident taxpayers. 
 
Living away from home allowances (LAFHA) 

Effective from 1 July 2012 
 
Payments of a LAFHA generally can qualify for tax exempt treatment as well as 
concessional (or exempt) treatment for fringe benefits tax (FBT) purposes. 
 
Subject to some exemptions, the Government has proposed to amend the FBT treatment 
and prevent misuse of the exemption by allowing non-residents to only access the benefit 
if they also maintain a home for their own use in Australia, which they are then living 

away from to qualify for the LAFHA.  This change will essentially treat non-residents in the 
same manner as permanent residents.  The concessional treatment of the LAFHA will also 
only be available for a maximum period of 12 months for an individual in any particular 
location (ie will prevent the concessions being indefinitely available). 
 
 
 

 
 



 

 

Consolidation of dependency offsets 

Effective from 1 July 2012 
 
The Government will consolidate a number of existing dependency offsets into a single 
offset that will be non-refundable (ie if any of the offset remains unused, it will be 
foregone and not be refunded to the taxpayer). 
 
The offsets impacted are the invalid spouse, carer spouse, housekeeper, housekeeper 

(with child), child-housekeeper, child-housekeeper (with child), invalid relative and parent 
/ parent-in-law tax offsets. 
 
The offset will only be available to taxpayers who maintain a dependant who is genuinely 
unable to work due to carer obligation or disability. However where the taxpayer is 
currently able to claim more than one offset amount in respect of multiple dependants, 
they will continue to be able to do so. 
 

Phase out of mature age worker tax offset 
Effective from 1 July 2012 
 
Under existing legislation, a person aged 55 or over is entitled to a mature age worker tax 
offset (MAWTO) of up to $500 if they have eligible “net working income” below $53,000 
and a reduced amount on income up to $63,000. 
 

From 1 July 2012, this offset will no longer be available to those born on or after 1 July 
1957.  This will impact those who have not yet qualified to receive the MAWTO based on 
their current age.  Those who are currently eligible based on their age will continue to be 
eligible to receive this offset. 
 
Company tax loss carry back 
Effective from 1 July 2012 

 
From 1 July 2012, companies that generate a revenue loss (ie is not applicable to capital 
losses) in a particular income year will be able to carry that loss back up to two income 
years (only one year for losses arising in the year ended 30 June 2013 – the first year of 
operation).  Where this occurs, the company will then be eligible for a refund of tax paid 
in those prior years, but will not have that loss available to carry forward into the future. 
The amount of loss that can be carried back is capped at $1,000,000 of losses generated 
in a particular income year and will also be capped by reference to a company’s franking 

account balance. 
 
Abandonment of previously announced measures 
The Government has announced that it will no longer proceed with certain measures 
announced in prior Budgets that had not yet come into effect including: 

 The lowering of the company tax rate from its current 30% level to 29% (and 28% 
for small businesses) 

 The standard deduction for work related expenses – previously announced to be a 
$500 deduction available from 1 July 2013 (and $1,000 from 1 July 2014) 



 

 

 The 50% discount on the first $1,000 of interest income earned, which was due to 

come into effect from 1 July 2013. 
  

Superannuation 

 
Deferral of higher concessional contributions tax 
Deferred by two years to 1 July 2014 
 
Those who had hoped for some final clarity on how the higher $50,000 concessional 
contribution cap for those aged 50 or over (and with less than $500,000 in super) would 
apply from 1 July 2012 were disappointed. 

 
Rather than providing clarity on the operation of the measure, the Government has 
deferred its implementation by two years until 2014 to allow “implementation to occur in 
conjunction with changes to superannuation fund reporting and systems that will be 
occurring under the SuperStream reforms.” 
 
As part of consultations around the introduction of this measure (and even since the 

official consultation period closed), many parties have advised the Government that there 
were many difficulties and complexities in measuring the $500,000 qualification cap under 
the methodology the Government had proposed.  This deferral allows the Government 
time to respond on this issue, and is an initial area of focus for the Superannuation 
Roundtable announced in February 2012. 
 
As a result of this deferral, the concessional contribution cap for all superannuation 

members from 1 July 2012 (and until 30 June 2014) will be $25,000 per annum.  It will 
be important to review client’s existing circumstances to ensure that this lower 
concessional cap is appropriately targeted from 1 July 2012. 
 
As an indication of the lost opportunity from this deferral, the loss of an additional 
$50,000 of concessional contributions over the next two years could equate to a loss of 
almost $100,000 of retirement savings over the next 15 years, assuming a net return 
(after taxes and fees) of 6% per annum. 

 
Higher tax on concessional contributions for high income earners 
Effective from 1 July 2012 
 
From 1 July 2012 a higher level of “contributions tax” on concessional contributions will 
apply to those individuals with “total income” in excess of $300,000.  The higher tax rate 
will be 30%, rather than the standard 15% that will continue to apply to those with total 

incomes not exceeding $300,000. 
 
The Government has announced that it will consult further on this measure and you can 
find further analysis in our recent technical article highlighting the need for increased 
focus on super contributions in the lead up to 30 June 2012.  However, some important 
points to note include: 

http://cdnf.tlcollect.com/f1/cl/112/4301/SEC%20-%20A%20need%20for%20increased%20focus%20on%20super%20.pdf


 

 

 The majority of clients impacted by this measure would likely have more than 

$500,000 in super and therefore be subject to the standard $25,000 cap on 
concessional contributions. 

 For employed clients (based on current thresholds), they are likely to already be 
receiving the maximum superannuation guarantee contributions from their 
employer of $15,775.20 (based on a maximum earnings base of $175,280).  Given 
these are compulsory employer contributions, the employee has no choice over 
their payment and these contributions will automatically be subject to the higher 

30% tax rate. 

 As a result, it is only the balance of $9,224.80 of concessional contributions where 
the additional 15% tax (amounting to $1,383.72) is relevant.  However, a 30% tax 
rate on these contributions is still better than the 46.5% personal tax (including 
Medicare) that would otherwise be payable on this amount if not contributed to 
super. 

 The higher tax rate will not apply to concessional contributions in excess of the 
$25,000 cap as these are already subject to an excess contributions tax, resulting 

in an overall tax rate of 46.5%. 
 
Other superannuation measures 
 
Whilst not specifically discussed in the 2012 Budget, the Government has previously 
announced a number of other superannuation measures that will have an impact from 1 
July 2012 (or later years).   

 
These include: 

 The introduction of a low-income earner contribution from 1 July 2012 of up to 
$500 for those with incomes up to $37,000.  This essentially represents a refund of 
tax on concessional contributions. 

 The reduction in Government co-contribution from a maximum matching of $1,000 
to $500 from 1 July 2012. 

 The gradual increase in the superannuation guarantee (SG) charge rate from 9% to 
12%, commencing from 1 July 2013. 

 The removal of an age limit for SG contribution entitlements from 1 July 2013 
 The availability of CGT relief upon the merger of superannuation funds 
 The availability of CGT relief on default super arrangements transitioning to 

MySuper arrangements from 1 July 2013. 
 
  

Social Security and welfare payments 

 

Schoolkids Bonus 
Effective from 1 January 2013 
 
The Government will replace the Education Tax Refund (ETR) with a Schoolkids Bonus to 
be paid as two equal instalments in January and July each year. Families in receipt of 
Family Tax Benefit Part A (FTB A) will be paid: 



 

 

• $410 p.a. for each primary school student, and 

• $820 p.a. for each secondary school student 
All eligible families will receive the full rate of payment. As a result, families are no longer 
required to retain receipts as proof of purchase or wait until they submit their tax return. 
Those who receive qualifying income support payments or allowances under a prescribed 
educational scheme that precludes the family from receiving FTB A will also be eligible. 
 
As a transitional arrangement the ETR in 2011/12 financial year will be replaced by a one-

off lump sum payment to eligible families in June 2012. 
 
Changes to Family Tax Benefit Part A  
Effective from 1 July 2013 
 
The Government will increase the maximum payment of FTB A by: 
• $300 p.a. for families with 1 child, and 
• $600 p.a. for families with 2 or more children 

 
For families receiving the base rate of FTB A, the increase will be:- 
• $100 p.a. for families with 1 child, and 
• $200 p.a. for families with 2 or more children 
 
For example, a family with two children under the age of 12 will receive a $600 boost, up 
to a family adjusted taxable income of around of $78,000 p.a. or a $200 boost, with a 

family adjusted taxable income between around $78,000 p.a. and around $112,000 p.a. 
 
As another example, a family with one eligible teenage child will receive a $300 boost, up 
to a family adjusted taxable income of around of $70,000 p.a. or a $100 boost, with 
family adjusted taxable income between around $70,000 p.a. and around $101,000 p.a. 
 
Additionally, the Government will tighten the age requirement for FTB A from less than 21 

years of age, to less than 18 years of age (or where a young person remains in secondary 
school, the end of the calendar year in which they turn 19). Individuals who no longer 
qualify for FTB A may be eligible to receive Youth Allowance subject to usual eligibility 
requirements. 
 
Australian Working Life Residency 
Effective from 1 January 2014 
 

Currently, Age Pension recipients who are overseas for more than 26 weeks are only paid 
their maximum entitlement if their Australia Working Life Residence (AWLR) is 25 years or 
more. A recipients AWLR refers to periods from age 16 to Age Pension age when they 
were an Australia resident. (There is no requirement to work to accrue AWLR years).  
 
The Government will amend these rules so that the maximum entitlement will only 
continue if their AWLR is 35 years or more. Pension recipients with less than 35 years 

AWLR will be paid a proportional rate.  
 



 

 

Pensioners overseas on the date of implementation will not be affected by this change 

unless they return to Australia for at least 26 weeks. 
In addition, all partnered pensioners residing overseas will be paid based on their own 
AWLR rather than their partner’s AWLR. Grandfathering provisions will protect existing 
customers who are currently being paid under an international agreement. 
 
Portability of certain Australian Government Payments 
Effective from 1 January 2013 

 
The Government is tightening the rules for people who travel overseas while receiving 
certain income support and family assistance payments. 
 
Under the change, the amount of time individuals can travel overseas while continuing to 
receive their payment will be reduced from 13 weeks to 6 weeks. 
 
This measure affects the following payment and benefits: 

• Disability Support Pension 
• Parenting Payment 
• Carer Payment 
• Carer Allowance 
• Widow B Pension 
• Wife Pension 
• Widow Allowance 

• Partner Allowance 
• Youth Allowance (student) 
• Austudy, Mobility Allowance 
• Telephone Allowance 
• Pension Supplement 
• Utilities Allowance 
• Seniors Supplement 

• Clean Energy Supplement 
• Low Income Supplement 
• Concession Cards 
• Family Assistance 
• Paid Parental Leave 
• Family Tax Benefit Part A payments above the base rate. 
 
The Age Pension will be excluded as this payment can be paid overseas indefinitely, once 

certain criteria are met. 
 
Centrelink recipients who are outside Australia on the date of implementation will retain 
the 13 week portability of their payments until they return to Australia. 
 
Parenting Payment – tightening of eligibility for grandfathered recipients 
Effective from 1 January 2013 

 



 

 

Currently, recipients of Parenting Payment (PP) who were granted the payment prior to 1 

July 2006 do not lose eligibility until their youngest child attains age 16. 
The Government will align PP eligibility for all recipients so that the payment will cease 
when the youngest child attains age 6 (for partnered recipients), or age 8 (for single 
recipients). 
 
Recipients who cease to be eligible for PP will transition to Newstart Allowance (NSA) 
unless they move into paid employment. This will result in the more onerous activity test 

associated with NSA, and for single parents: 
 
• A reduction in the payment rate, and 
• A more generous income test taper compared to other recipients of NSA (40 cents 
rather than 50 cents) for every dollar of income earned above the income-free area 
(currently $62 per fortnight). 
 
Liquid Asset Waiting Period 

Effective from 1 July 2013 
 
The Government will increase the maximum reserve amount for the liquid assets waiting 
period for recipients of particular income support payments. Liquid assets are assets in 
the form of cash or those which can be easily converted into cash, including shares and 
term deposits. A single person without dependents will now have an increased maximum 
reserve amount of $5,000, while a person who is a member of a couple and/or has a 

dependent child will now have an increased maximum reserve amount of $10,000.  
 
The change will affect applicants for Newstart Allowance, Youth Allowance, Sickness 
Allowance and Austudy payments.  
 
Expansion of weekly income support payments 
Effective from 1 July 2012 

 
The Government will remove the cap placed on the number of vulnerable income support 
recipients who can receive their payments weekly (rather than fortnightly).  
 
Increase focus on debt recovery  
Effective date unknown 
 
The Government will establish an investigative taskforce to locate former customers with 

large outstanding debts owed to Centrelink and analyse their income and assets. 
Resources will also go towards debt recovery, including legal proceedings where 
appropriate. 
 
Reporting process for Family Tax Benefit recipients and Commonwealth Seniors 
Health Card (CSHC) holders 
Effective from 1 July 2012 

 



 

 

The income reporting process for FTB recipients and CSHC holders will be streamlined for 

those who are no longer required to lodge a tax return as a result of the increase in the 
tax free threshold. 
This will allow those in the $6,000 - $18,200 income range to update their income online, 
over the phone, or in person with the Department of Human Services to reconcile their 
FTB A entitlement/determine their CSHC eligibility. 
  

Aged Care 

 
On 20 April 2012, the Government released its Living Longer. Living Better. aged care 
reform package which was its response to the Productivity Commission’s inquiry. During 

the Budget they confirmed a number of the measures announced in the package and 
provided some additional details.  
 
Means testing of aged care Home Care services 
Effective from 1 July 2014 
 
Currently, a recipient of Home Care support can be asked to contribute towards the cost 

of their care by way of two fees, a basic fee which is 17.5% of the basic Age Pension and 
an income tested fee. However, for a variety of reasons the current system has been 
ineffective in raising the income tested fee. The Government has proposed to introduce a 
more formal income tested care fee and increase the effectiveness of its collection.  
 
Those on the full Age Pension will not be required to pay the new income tested fee. Part 
pensioners will be required to pay a fee capped at $5,000 per annum and the fee for self 

funded retirees will be capped at $10,000 per annum.  
 
Means testing of residential aged care  
Effective from 1 July 2014 
 
One of the most significant announcements in the Living Longer. Living Better. package 
and confirmed in the Budget is the change to the means testing for residential aged care. 
From 1 July 2014, the ongoing fee will be made up of three components: 

• the current basic fee of up to 84% of the basic Age Pension  
• a means tested contribution to the accommodation cost  
• a means tested contribution to the care cost 
 
The resident’s requirement to contribute towards these means tested fees is to be based 
on an assessment of both assets and income whereas the current means test assessment 
is only based on income. 

 
When assessing income, only income above the maximum Centrelink pension payment 
plus the income free area (currently $150 per fortnight for a single and $132 per fortnight 
for each member of a couple) will be means tested. 
 



 

 

When assessing assets, where a resident’s former home is assessable, the maximum 

asset value attributed to the home will be the maximum allowable assets for a partially 
supported resident.  
 
For residents with income or assets above these thresholds, the maximum means tested 
contribution is calculated as (thresholds in 2012 prices):  
• 50% of income above the income threshold, plus   
• 17.5% of the value of assets between $40,500 and $144,500, plus   

• 1% of the value of assets between $144,500 and $353,500, plus   
• 2% of the value of assets above $353,500. 
 
The maximum contribution is first distributed to the accommodation cost and any 
remainder is distributed to the care fee which is to be capped at $25,000 per annum with 
a lifetime limit of $60,000.  
 
Contributions that residents may have made as recipients of Home Care Packages will be 

taken into account in calculating lifetime care expenditure. 
 
Residential aged care entry fees 
Effective from 1 July 2014 
 
The Government will remove the current distinctions between low level and high level 
care and the associated differences on fees on entry to residential care. All residents 

entering permanent residential aged care from 1 July 2014 will have the choice to pay for 
their accommodation through a fully refundable lump sum or a rental style periodic 
payment or a combination of both.  
 
Another notable change is that the Government will no longer guarantee the lump sum 
payments paid on entry, currently known as accommodation bonds. From 1 July 2014, 
the care providers will be required to insure these funds themselves. 

 
If you have any further questions on the proposed refund measures, or any other 
technical matters, please contact Technical Services on 1800 655 901. 
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