2021 Federal Budget
Taxation
Low and middle income tax offset remains for
2021–22
Effective date: From July 1, 2021

The low and middle income tax offset (LMITO) will be
extended for another year into 2021–22.
Consistent with the current income year, the low and
middle income tax offset is calculated as follows:
Taxable income

Low and middle income tax
offset

Less than $37,000

$255

Between $37,000 and
$48,000

Increase 7.5 cents per $1, capped at
$1,080

Between $48,000 and
$90,000

$1,080

Between $90,000 and
$126,000

Reducing from maximum at 3 cents per
$1

Above $126,000

$0

Medicare low-income thresholds for 2020–21
The CPI indexed Medicare levy low-income threshold
amounts for singles, families, and seniors and pensioners
for the 2020–21 year of income have been announced. The
new thresholds are:
Medicare levy low income
threshold (at or below which no
Medicare levy payable) 2020–21
(2019–20)
Class of people

Single

Family

Individual

$23,226 ($22,801)

$39,167 ($38,474)

Senior Australians and
eligible pensioners

$36,705 ($36,056)

$50,191 ($51,094)

Threshold increment
for each additional
dependent child/
student

$3,597 ($3,533)

$250 exclusion on self-education deductions
to be removed
Effective date: 1 July following assent of the enabling legislation

The current limitation for individuals claiming selfeducation expenses, where the first $250 of the deduction
is denied, will be removed. The removal of the $250
exclusion for prescribed courses of education will
make it easier for individuals to work out their allowable
deductions in the years they incur these expenses.

Individuals with balances over the transfer balance cap
($1.7 million from 1 July 2021) are also able to make a
downsizer contribution, however the downsizer amount
will count towards that cap when savings are converted to
the retirement phase.

Maximum releasable amount under first home
super saver scheme increased to $50,000
The maximum amount of contributions that can be
released from superannuation under the first home super
saver scheme (FHSSS) will be increased from $30,000 to
$50,000.

Superannuation
Removing the $450 per month superannuation
guarantee threshold
Effective date: 1 July following legislation receiving assent

The employer exemption from superannuation guarantee
payments for individuals earning less than $450 in salary
or wages in a calendar month will be removed.

Work test for superannuation contributions to
be abolished
Effective date: 1 July 2022

From 1 July 2022, individuals aged 67 to 74 will no longer
be required to meet the work test when making nonconcessional superannuation contributions, or salary
sacrificed contributions.
These individuals will also be able to access the nonconcessional bring-forward arrangement, subject to
meeting the relevant eligibility criteria.
The existing $1.6 million cap on lifetime superannuation
contributions will continue to apply (increasing to $1.7
million from 1 July 2021). The annual concessional and
non-concessional caps will also continue to apply.
However, access to concessional personal deductible
contributions for individuals aged 67 to 74 will still be
subject to meeting the work test.

Eligible age for downsizer contributions
lowered to 60 years
Effective date: 1 July 2022

From 1 July 2022, the eligibility age to make downsizer
contributions into superannuation will be reduced from 65
to 60 years of age.
The downsizer contribution will allow individuals to make
a one-off, post-tax contribution to their superannuation
of up to $300,000 per person (or $600,000 per couple)
from the proceeds of selling their home, provided that the
home has been held for at least 10 years. Both members
of a couple can contribute in respect of the same home,
and contributions do not count towards non-concessional
contribution caps.

The FHSSS applies to voluntary contributions made
into superannuation on or after 1 July 2017. Voluntary
contributions made from that date will count towards the
total amount able to be released.

SMSF Matters
Central management and control safe harbour
test extended for SMSFs
Effective date: 1 July following assent of the enabling legislation

Currently, an SMSF will remain an Australian
superannuation fund where the members/trustees of the
SMSF are overseas temporarily for a period not exceeding
2 years. The government has announced a proposal to
extend this safe harbour test to 5 years.
This extension will allow an individual who is overseas
to continue active control of their SMSF, as opposed to
appointing a legal personal representative as the trustee of
the SMSF under an enduring power of attorney.
Also, the government intends to remove the active
member test when determining whether an Australian
superannuation fund is a complying fund. Currently, at
least 50% of the total market value of an SMSF or small
APRA fund is required to be held on behalf of active
members who are Australian residents.
The government has announced in the budget that it
expects the enactment of legislation to be prior to 1 July
2022.

SMSF legacy pensions to be allowed
conversion
Effective date: 1 July following assent of the enabling legislation

A 2-year window will be created in which a member of
an SMSF with a market-linked, life expectancy or lifetime
pension can convert their pension into an account-based
pension.
When reasonable benefits limits were abolished on 1
July 2007, these types of existing pensions could not be
commuted into a new account-based pension except in
very limited circumstances.
On conversion, a pensioner may have amounts allocated
to their account-based pension from a reserve account.
In this instance, the commuted reserve will be taxed in
the fund as an assessable contribution. The assessable
contribution will not count towards the individual’s
concessional contributions cap and will not trigger excess
contributions.

The government has announced that there will be no
grandfathering of social security treatments on conversion
of a legacy pension account. Importantly, it will not be
compulsory for individuals to convert these products.
The conversion will not be available for pensioners with a
flexi-pension product, or a lifetime defined benefit product
with an APRA-regulated or public sector fund.

Social Security
Changes to the pension loans scheme
The following changes to the pension loans scheme are
proposed:
•

participants in the scheme will be allowed to access
up to 2 lump sum advances in any 12 month period,
up to a total value of 50% of the maximum annual
rate of the age pension

•

a “no negative equity guarantee” will be introduced
so borrowers will not have to repay more than the
market value of their property.

Childcare subsidy to increase
The childcare subsidy will be increased up to a maximum
of 95% from 1 July 2022.
Under the current arrangements the maximum childcare
subsidy payable is 85% of childcare fees. For families
with more than one child in childcare, the level of subsidy
received will increase by 30% to a maximum subsidy
of 95% of fees paid for their second and subsequent
children.
From 1 July 2022, the annual $10,560 cap on childcare
fee rebates will also be abolished. Currently families with
combined incomes above $189,390 are subject to a
childcare subsidy cap of $10,560 per child per year.
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