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The Australian economy is forecast
to fall by 3.75% in 2020 and
unemployment to peak at 8% by the
end of the year. In 2021, the Budget
predicts growth of 4.25% and a fall
in unemployment to 6.5% by June
2022. Although, unfathomable last
year when the Government was
looking to return the Budget to
surplus, there will be nearly $1
Trillion in gross debt by next year.
Clearly we are in the phase of
rebuilding - regrowing the economy,
restoring stability and building
business confidence. 
 
This is the Government’s economic
roadmap to recovery. 
 
Slomoi Immerman Partners has
pleasure in sharing our Federal
Budget summary detailing
the specific measures with a
particular emphasis on private
business.

The Treasurer set out the devastating
financial impact that the COVID-19
pandemic has wreaked globally
(“economy is expected to contract by
4.5 per cent this year compared to just
0.1 per cent during the GFC") and in
Australia (“in the space of just one
month, more than one million
Australians lost their jobs”). 
 
Therefore, the Budget measures
announced are mainly focussed on
stimulating the economy and creating
jobs. These range from kick-starting
investment in the private sector to the
new JobMaker program to encourage
workforce participation.

Further, tax concessions in the form of
personal tax cuts, the re-introduction
of loss carry back rules and the
widening of the small business
concession eligibility thresholds are
welcome. The pandemic exposed
vulnerability in Australia’s sovereign
manufacturing capability. In light of
this and the ingenuity that has been
displayed by businesses pivoting into
new spheres, several measures were
introduced including a Modern
Manufacturing plan and additional
Research and Development incentives.

ShaneShaneShane BinstockBinstockBinstock
Director, Taxation
Slomoi Immerman Partners

The Treasurer, Josh Frydenberg, delivered the 2020-21
Federal Budget last night and in his words it was “all
about jobs”.

INTRODUCTION
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The information contained in this Budget summary is intended to provide an overview of the proposed measures
and is not intended in any to be a substitute for tax advice. We note that the Budget contains announcements of
proposed changes to the law and until legislation has been passed, no certainty can be provided. Therefore, you
should always obtain personalised advice for your particular circumstances. Please reach out to your contact at
Slomoi Immerman Partners for further details.
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RESIDENT INCOME TAX RATES FOR 2019-20

Note: these rates do not include the Medicare levy of 2%.

1

PERSONAL TAX CUTS

A big announcement in the Budget was bringing forward personal income tax
cuts, which were originally due to commence from 1 July 2022. These have
now been brought forward two years with the aim to get everyone spending
and stimulating the economy.

PERSONAL INCOME TAX RATES

NEW RESIDENT INCOME TAX RATES FOR 2020-2021

Note: these rates do not include the Medicare levy of 2%.

In the following table, we have illustrated the effect of these changes on
different levels of taxable income, factoring in the Medicare Levy, Low
Income Tax Offset and Low & Middle Income Tax Offset.

TAX RELIEF,
2020-2021 COMPARED TO
2019-2020 
(INCLUSIVE OF MEDICARE
LEVY, LITO AND LMITO)



Loss carry back allows companies
to offset current period losses
against previously paid taxes. In
essence, it’s a way in which tax
losses can be refunded to the
company. Given the current
economic environment, this
measure will provide increased cash
flows to businesses currently
suffering during this economic
downturn. However, the refund will
only be available to eligible
companies when they lodge their
2020-21 and 2021-22 tax returns.
That is, a loss incurred in the 2019-
20 tax return cannot immediately
be carried back and “cashed in”.
Once introduced, the loss carry
back rules are expected to operate
as follows:

Loss carry back will only be
available to companies. That is,
trusts, partnerships and sole
traders won’t benefit from the
loss carry back rules. 
Companies can carry back tax
losses incurred in the 2019-20,
2020-21 or 2021-22 income
years to offset previously taxed
profits in 2018-19 or later
income year. 
The tax refund will be available
to companies when they lodge
their 2020-21 and 2021-22 tax
returns. 
The amount of the carry back
refund will be limited to no
more than the earlier taxed
profits and the company’s
franking account balance.
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Loss Co had a taxable income of $1M in the 2019 income year and
$50,000 in the 2020 income year. In the 2021 income year, due to the
effects of Covid it suffered an $800,000 tax loss. If Loss Co has a 30%
corporate tax rate, it can claim a tax refund of $240,000 when it lodges
its 2021 tax return. Therefore it doesn’t have to wait until the 2022 or
2023 income years to claim the benefit of its tax losses when it returns
to a profitable position.

EXAMPLE

This is a positive measure and will bring forward the tax benefit
associated with such tax losses.

2

TAX LOSS CARRY BACK

Companies that incur a tax loss in the 2020, 2021 or 2022 income
years will now be able to “cash in” such losses provided they had
paid tax in an earlier income year.
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The measure will apply to new
depreciable assets and the cost of
improvements to existing eligible
assets. 

Although not explicitly stated in the
announcement, we expect that the
cost of a car for immediate
depreciation will still be limited to
the luxury car limit at the time of
acquisition, currently $59,136.

The full expensing also applies to
second-hand assets for SMEs (ie.
those with aggregated annual
turnover of less than $50M).

Businesses with aggregated annual
turnover of between $50M and
$500M can still deduct the full cost
of eligible second-hand assets
costing less than $150,000 that are
purchased by 31 December 2020
under the existing instant asset
write-off rules announced earlier in
the year. 

 Small businesses (with aggregated
annual turnover of less than $10M)
can deduct the balance of their
simplified depreciation pool at the
end of the income year whilst full
expensing applies.

3

INVESTMENT ALLOWANCE

To encourage new investment, stimulate
the economy and provide cash flow
support to businesses a significant
expansion of the existing instant asset
write-off rules has been announced.

IMMEDIATE DEDUCTION FOR THE COST OF
DEPRECIABLE ASSETS

Businesses with aggregated annual
turnover of less than $5B will be able to
deduct in full the cost of eligible
depreciable assets acquired from Budget
night and first used or installed by 30
June 2022. Key features of the expanded
instant asset write-off regime are:



4
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SME CONCESSIONS

Amendment period for income tax
assessments – eligible businesses
will now have a two-year
amendment period for income tax
assessments. Entities that have
significant international tax
dealings or particularly complex
affairs are excluded from the two-
year amendment period. Otherwise,
businesses not eligible for this
concession will have a four-year
amendment period.

Other Changes – various other
concessions will be available from 
 1 July 2021 in relation to Simpler
Trading Stock Rules, PAYG
Instalments, Excise Concessions &
Simplified Accounting methods for
GST.

Business Support Grants - A relief
for hard hit Victorian businesses is
the tax exemption for Victorian
business grants. The Victorian
State Government’s business
support grant for small and
medium business announced on 13
September 2020 will be treated as
non-assessable for tax purposes.

Currently, most SME tax concessions are
only available to businesses with
turnover less than $10M. In support of
private business, the following tax
concessions will be increased to
include businesses with an aggregated
turnover of up to $50M.

KEY TAX CHANGES FOR SMALL
TO MEDIUM BUSINESSES

Start-Up Expenses – from 1 July
2020, can immediately deduct
certain start-up expenses when
commencing a business. eg.
professional, legal and accounting
advice and government fees.  

Prepayments – from 1 July 2020,
prepaid expenditure will be
immediately deductible where the
service period for the expenditure is
12 months or less eg. insurance, rent
etc. prepaid in June for the following
income year.

Fringe Benefits Tax (FBT) –
exemptions from car parking benefits
and the provision of multiple work-
related portable electronic devices
(such as phones or laptops) that have
substantially identical functions. This
will apply to the FBT year
commencing on 1 April 2021.
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R&D TAX INCENTIVES
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The Government announced further refinements and enhancements to support
R&D by softening previously announced measures. The R&D tax incentive is
often the life-blood of start-ups so its encouraging to see no limit on cash
refunds for small claimants. However these changes will apply from 1 July 2021,
so the current rules will apply for the 2021 income year.

SUPPORTING INVESTMENT IN RESEARCH AND DEVELOPMENT (R&D)

Source : Lower Tax Budget 2020-21, pg 13, https://budget.gov.au/2020-21/content/factsheets/index.htm
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The Government has announced two
large schemes to lower the cost of
employment and encourage an increase
in the workforce. This supports the
Treasurer’s mantra that this Budget is
about creating jobs.

CREATING JOBS
The government has committed $1.2
billion over four years from 2020-21.
From 5 October 2020 to 30 September
2021, businesses of any size, industry or
location can claim the new Boosting
Apprentices Wage Subsidy for any
apprentices or trainees who commence
during this period. Eligible business will
be reimbursed up to 50% of an
apprentice or trainee’s wage to the
limit of $7,000 per quarter.

The introduction of the new JobMaker
Hiring Credit provides an incentive for
businesses to take on additional younger
job seekers aged 16 to 35 years old. The
JobMaker Hiring Credit will be available
to employers from 7 October 2020 for
each new job they create over the next
12 months for which they hire an eligible
young person and increase their overall
headcount:

JOBMAKER HIRING CREDIT

$200 per week paid to the employer
if they hire an eligible young person
aged 16 to 29
$100 per week paid to the employer if
they hire an eligible young person
aged 30 to 35.
To qualify, the employee will need to
have worked for a minimum of 20
hours per week, averaged over a
quarter, and received JobSeeker
Payment, Youth    Allowance (Other)
or Parenting Payment for at least one
of the three months preceding the
commencement of their employment.

APPRENTICESHIP SUBSIDIES

6

ECONOMIC STIMULUS

The Federal Government will spend an
additional $7.5 billion on national
transport infrastructure, which will
bring the total to around $11 billion. The
funds will be invested in a range of
State and Territory projects currently in
the planning phase across the country.
There is a heavy dependence on the
State Governments to contribute to
the success of these projects.
 
This spend on infrastructure is all part
of the Government’s JobMaker plan and
to help the nation recover from 
COVID-19.

INFRASTRUCTURE SPENDING
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The federal government will provide $1.5
billion over five years from 2020-2021 to
support local manufacturing with a
focus on building competitiveness, scale,
and resilience in the Australian
manufacturing sector.

Covid-19 has demonstrated the need to
be able to rely on local production.

There will be a focus on the following six
areas:

BOOSTING MANUFACTURING SECTOR

An additional 10,000 first home buyers
will be able to apply for the scheme on
a first in best dressed basis, until 30
June 2021. 
 
The First Home Loan Deposit Scheme
allows first home buyers to enter the
market with a deposit as little as 5%,
with the federal government
guaranteeing up to 15% of the value of
the home, saving them from paying
Lenders Mortgage Insurance.

 The additional 10,000 applicants will
only be able to apply for the scheme on
the condition they are purchasing a
new home or a newly built home. 

Applicants must be earning less than
$125,000 pa as an individual or below
$200,000 pa for couples in order to be
eligible for the scheme. The scheme
will assist tradies and the associated
supply chain for an additional
estimated 10,000 houses to be built
nationwide.

Resources, technology & critical
minerals processing;
 Food & beverages;
 Medical products;
 Recycling & clean energy;
 Defence; and
 Space.

1.

2.
3.
4.
5.
6.

FIRST HOME LOAN DEPOSIT SCHEME
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ECONOMIC STIMULUS

The programs will include;

Government co-investing with
Australia’s world leading
manufacturers to achieve scale;
 Government initiatives to identify
and address supply chain
vulnerabilities; and
 Helping small and medium
manufacturers with funds to invest in
new technologies and upskill their
workers.
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A boost for employers providing
retraining and reskilling for employees
to be redeployed to a different role in
the business.

The costly 47% Fringe Benefits Tax
barrier to businesses providing training
to employees in areas beyond the
current scope of their roles is to be
removed. This will encourage employers
to provide the necessary training to
their employees to ensure that they
successfully adapt and have the
essential skills required for the jobs that
will come back as the economy reopens.
This measure is likely to benefit larger
employers who have the capability to
manage departing employees.

FBT EXEMPTION FOR SKILLS TRAINING

7

SELF EDUCATION & RE-TRAINING

The exemption will apply from
Budget night
Currently, FBT is payable if an
employer provides training to its
employees that is not sufficiently
connected to their current
employment. 
The exemption will not extend to
retraining acquired by way of a
salary packaging arrangement or
provided through Commonwealth
supported places at universities,
which already receive a benefit.
In addition, the Government will
consider changes to the current
arrangements for individuals that
undertake such training at their
own expense. The current rules for
self-education expenses limit
deductions to training related to a
taxpayer’s current field of
employment.

Retailing Co is closing its physical store due to COVID-19. The business offers
$3,000 in re-training to each of its eight redundant sales assistants to assist them
find new employment. The business is growing its online sales and has four
vacancies in web design. It therefore provides four of the employees with web
design training and the other four employees receive training for positions outside
of the business. Currently, the business would have to pay FBT on the $24,000 of
training costs but with the introduction of this measure, the business will not
incur an FBT liability.

EXAMPLE
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CAPITAL GAINS TAX ON

GRANNY FLATS
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The CGT exemptions should provide
the certainty needed to encourage
families to build granny flats and
keep older or disabled family
members closer without the fear of
unexpected taxation outcomes on
entry into such arrangements.

They apply to private arrangements
and not commercial rental
agreements.

Whilst we welcome these
announcements, the Board of
Taxation’s Review of Granny Flat
Arrangements released in November
2019 identified other Income Tax      
and CGT consequences impacting
the widespread adoption of formal    
arrangements by families (e.g.
income tax consequence of ongoing
regular payments and potential
impact on the CGT main residence
exemption). 

 We await the detail behind this
announcement to see the degree to
which the Government plans to
address all these potential tax
issues.

Other aspects of these proposed
changes which are due to commence
from 1 July 2021 are:

The government has announced
targeted Capital Gains Tax exemptions
for formal written Granny Flat
Arrangements for accommodation
provided to older Australians and people
with disabilities. Previously, on
entering legally enforceable agreements
families are faced with potentially
significant CGT liabilities. Consequently,
families may opt for informal
arrangements which can leave
vulnerable Australians at the risk of
financial abuse and exploitation in a
range or circumstances.

GRANNY FLAT ARRANGEMENTS TO BE

EXEMPT FROM CGT
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People with multiple superannuation
accounts or who frequently change
employer will find it easier to keep their
super in one place. A number of
proposed changes are intended to
reduce the number of duplicate
superannuation accounts. Regrettably,
nothing in the above announcements
simplifies the tremendously complex
taxation and regulatory treatment of
superannuation balances.
The proposed changes – misleadingly
labelled ‘reform’ – include:

SUPERANNUATION ‘REFORM’

Being able to select a superannuation
product from a list on the Your Super
portal which will show funds’ relative
performance.
Existing superannuation accounts will
be ‘stapled’ to a member so that a new      
employer will contribute to an
existing account instead of
unintentionally opening a new one.
 From July 2021, the financial
performance of publicly available
MySuper products will be monitored
by the Australia Prudential Regulation
Authority and underperforming funds
banned from accepting new members
until they again meet performance
benchmarks.
Making more stringent the obligations
on superannuation trustees to
maximise members’ retirement
savings.

As is common practice, the Budget also
repeats a number of superannuation
measures that were announced over the
last few months.
Those measures were:

SUPERANNUATION MEASURES REPEATED

50% reduction of minimum
superannuation pension draw-down
rates for 2019-20 and 2020-21.
Allowing individuals affected by
COVID-19 to access up to two lump
sums of $10,000 from their
superannuation, one before 30 June
2020 and one after, with the deadline
for applying for the second lump sum
extended to 31 December 2020.
Increasing the number of members
permitted in a self-managed
superannuation fund from 4 to 6 –
now delayed until after the amending
law receives the Royal Assent.
Delaying the simplified way of working
out a fund’s tax-exempt ‘current
pension income’ from 1 July 2020 to   
 1 July 2021.
 Delaying the start of the ATO’s ability
to pay lost and unclaimed
superannuation balances directly to
New Zealand KiwiSaver accounts from
1 July 2016 to 6 months after the
amending law receives the Royal
Assent.
 Delaying the date by which ‘eligible
rollover funds’ are required to transfer
member balances to the ATO.

9

SUPERANNUATION
Regrettably, nothing in the following announcements
simplifies the tremendously complex taxation and regulatory
treatment of superannuation balances. The proposed
changes should however strengthen the framework for
persons participating in retail and industry funds.
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its core commercial activities are
undertaken in Australia, and;
its central management and control
is in Australia.

Companies incorporated outside
Australia will find it easier to avoid
accidentally becoming Australian tax
residents.
 
The tax law definition of when a
company is a ‘resident’ of Australia will
be amended to overcome the 2016 court
decision in the Bywater case and
effectively reinstate the rules which
applied beforehand.

Following the amendments, a company
that was incorporated outside Australia
will only be treated as a resident of
Australia where both

CORPORATE RESIDENCY TEST

Following Bywater, the ATO had taken
the view that the mere presence in
Australia of a company’s central
management and control (along with
control by Australian residents) would
render the company Australian resident.

This change will be especially relevant
for clients who have interests in
companies, including limited liability
companies (or LLCs), that were
incorporated outside Australia.

It is to apply from the first financial year
after the new legislation receives the
Royal Assent, but taxpayers will be able
to choose to apply it from 15 March 2017
when the ATO publicly changed its view
given this change is beneficial to
Taxpayers.

10

INTERNATIONAL TAX
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Shane has over 19 years of experience,
having worked within the tax consulting
practices of leading mid-tier firms. He
joined Slomoi Immerman Partners in
February 2020 to lead their tax practice,
drawn in by a company that shares his
commitment to client service.Shane’s
focus has primarily been advising large
private and family owned Groups,
including high-net-wealth individuals.
Shane also works closely with a number
of managed funds and collective
investment vehicles. He advises on a
broad range of tax issues, and with
developments to Australia’s business
landscape, he has recently been advising
clients looking to expand overseas or
structure their start-up
enterprises.Outside of work, Shane
enjoys tracking down Melbourne’s best
coffee and supporting his beloved
Carlton football team. With two
daughters (aged 13 & 9) and identical
twin boys (aged 3), Shane is kept very
busy on weekends by his beautiful
family.
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I would like to acknowledge the
contribution of my fellow directors
and additional team members:

Everyone has helped to produce
this publication ready for the
morning. In 'normal' times this can
be quite a challenging task -
however, during Covid and facing
the challenge of working remotely -
we have managed to deliver a great
publication for our clients, in
record time!

This is a testament to the team at
Slomoi Immerman Partners – its
never about us personally but what
we can do for our colleagues and
clients.
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For more information 
03 8376 1600
info@slomoipartners.com.au

Suite 1, Level 6, 470 Collins Street,
Melbourne, Victoria 3000

slomoipartners.com.au
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