
On Tuesday 11 May, the Federal Government handed down its Budget for the 2021–22 financial year. 
The Government has announced a big-spending Budget that will aim to accelerate Australia’s recovery 
from the global pandemic.

According to the Treasurer, this year’s Budget measures will help create jobs, incentivise businesses 
and set Australia up for the future.

Here are some of the announced Budget changes that could affect you. However, it’s important to 
remember that these are only proposals at this stage, and each proposal will only become law once 
it’s passed by Parliament.

Superannuation changes:
 • First Home Super Saver Scheme – increasing the maximum amount of voluntary contributions that can 
be accessed from $30,000 to $50,000.

 • The $450 per month minimum Super Guarantee threshold will be removed.

 • People between age 67 and 74 will no longer need to pass the work test in order to make after-tax and 
salary sacrifice super contributions.

 • The eligibility age to make downsizer contributions into super has been reduced from 65 to 60.

The Government did not announce any changes to the already legislated increases in the rate of 
Superannuation Guarantee. Therefore, employers will be required to increase the level of Super Guarantee 
contributions they make for their employees from 9.5% of their earnings to 10% from 1 July 2021.

For retirees it’s also important to note the Government did not announce any extension to the temporary 
halving of the account based pension minimum payment requirements. As a result, the standard minimum 
drawdown requirements will apply from 1 July 2021.

Tax changes:
 • The Low and Middle Income Tax Offset of up to $1,080 will remain in place for the 2021–22 financial year.

 • The individual tax residency rules will be simplified and modernised to provide more certainty.

 • The temporary loss carry-back measure will be extended for a further 12 months.

 • Temporary full expensing of eligible capital assets will be extended for a further 12 months.
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Federal Budget 2021: 
What you need to know

Superannuation changes:

Increasing the maximum releasable 
amount to $50,000 under the First 
Home Super Saver Scheme 
Under existing First Home Super Saver Scheme (FHSSS) rules, 
a person can only apply to have up to $30,000 of their eligible 
voluntary contributions plus a deemed earnings amount 
released from super to purchase their first home. 

However, the Government is intending to increase the 
maximum releasable amount for the FHSSS from $30,000 to 
$50,000. 

The measure is expected to take effect on 1 July 2022 pending 
the passage of legislation through Parliament.

What this could mean to you 
This could allow you to use the tax concessions associated with 
super to save an even larger deposit towards the purchase of 
your first home.

Super Guarantee rate increase going ahead
Notably, the Federal Budget did not mention the legislated 
increases to the Super Guarantee, leading to the assumption 
that the changes will take place from 1 July 2021 as planned.

As a result, employers must pay 10% of their employees’ 
earnings into their nominated super fund from 1 July 2021, up 
from the current rate of 9.5%.

What this could mean for you
If you’re an employee and receiving Super Guarantee 
contributions, your employer will start contributing an additional 
0.5% of your earnings to super for you from 1 July this year.

Removal of the $450 per month 
minimum Super Guarantee threshold
The Government has announced its intention to remove the 
$450 per month minimum Super Guarantee income threshold.

Under the current rules, an employer is not required to pay 
super guarantee contributions for an employee who earns less 
than $450 per month.

The measure is expected to take effect on 1 July 2022 pending 
the passage of legislation through Parliament.

What this could mean for you
If you do a small amount of paid work each month, or you 
work multiple jobs each paying less than $450 per month, 
your employer will be required to start paying super guarantee 
contributions for you. If you are a student studying at university 
this will also help you start accumulating a retirement nest egg 
a little earlier.

End of the work test for after-tax 
contributions for people aged up to 74
People up to the age of 74 will be able to make or receive after-
tax (including under the bring-forward rule) or salary sacrifice 
super contributions without meeting the work test, subject to 
existing contribution caps.

However, people up to the age of 74 wanting to make personal 
tax-deductible contributions will still have to meet the existing 
work test.

The measure is expected to take effect on 1 July 2022 pending 
the passage of legislation through Parliament.

What this could mean for you
If you’re a retiree under age 75, you’ll have more flexibility to 
top up your super without needing to work at least 40 hours 
in 30 consecutive days in a year before making a contribution. 
Further, your fund will be able to receive salary sacrifice 
contributions for you without needing to confirm you satisfy the 
work test first.

As for how the bring-forward rule will apply, if you’re under the 
age of 67 at the start of the year and have since turned 67 
at the time of contribution, you’ll be able to make an after-tax 
contribution of up to $110,000 without first needing to satisfy 
the work test (or up to $330,000 under a proposal to extend 
the bring forward rules to people under age 67 that is yet to 
be legislated).



Reduction of the eligibility age for 
downsizer contributions to 60
Anyone 60 years of age and older will be eligible to make a 
downsizer contribution. The downsizer contribution allows 
people to make a one-off after-tax contribution to super of up 
to $300,000 from the proceeds of selling their home they have 
held for at least 10 years.

Under the rules both members of a couple can make 
downsizer contributions in respect of the same home, and 
the contributions do not count towards a member’s non-
concessional contribution caps.

The measure is expected to take effect on 1 July 2022 pending 
the passage of legislation through Parliament.

What this could mean for you
If you’re an eligible couple in your early sixties, you can 
potentially sell your home to contribute up to $1.26m to super 
in a year via a combination of $300,000 downsizer contribution 
and $330,000 non-concessional contribution each.

However, if you’re a person in your early sixties wanting to 
contribute a much smaller amount, it might be a good idea to 
see an adviser to get advice on what type of contributions you 
should make.

For example, if you have $300,000 from the sale of your 
home that you wanted to contribute to super, you might be 
better off making a $300,000 after-tax contribution under the 
bring-forward rules in order to preserve your ability to make a 
downsizer contribution in the future.

End of the Government’s temporary halving 
of the account based pension minimums.
In early 2020, the Government made some changes to pension 
payments that were designed to help people who were under 
financial stress as a result of some of the economic impacts 
of Coronavirus. One of these changes was the temporary 
halving in the minimum amount people were required to take 
from their pension account. This reduction finishes on 30 June 
2021, which means that the standard minimum drawdown 
requirements will apply from 1 July 2021.

What this could mean for you
If you have been receiving pension payments in 2020–21 
that fall below the normal minimum that will be required in 
2021–22, you’re likely to see an increase in the pension 
you receive from July 2021. For example, if your total annual 
pension payment is currently 2% of your account balance, in the 
2021–22 financial year it will increase to 4% of your account 
balance. Please note that this percentage is dependent on your 
age on 1 July each year.

Tax changes:

Retaining the Low and Middle Income Tax 
Offset for the 2021–22 income year
The Low and Middle Income Tax Offset (LMITO) was due to be 
removed at the end of the current financial year. However, the 
Government has announced it will retain LMITO for the 2021–
22 income year. The LMITO provides a reduction in tax of up to 
$1,080, as follows:

2021–22 Taxable income Low and Middle Income Tax Offset

$37,000 or less $255

Between $37,001 and $48,000 $255 plus 7.5 cents for every dollar 
above #37,000 up to a maximum of 
$1,080

Between $48,001 and $90,000 $1,080

Between $90,001 and $126,000 $1,080 minus 3 cents for every 
dollar of the amount above $90,000

What this could mean for you
If you earn between $48,000 and $90,000 you were due to 
see an increase of $1,080 in income tax for the 2021–22 
income year. With the extension of the LMITO, that will no longer 
happen, effectively giving you a tax cut. Other people with a 
taxable income of between the effective tax-free threshold and 
$126,000 will receive a smaller tax cut.



Modernising the individual tax residency rules
The rules relating to individual tax residency are complicated 
and the Board of Taxation has recommended they be replaced 
with a new, modernised framework. A new ‘primary test’ will 
deem anyone who is physically present in Australia for 183 days 
or more in any income year to be an Australian tax resident. 
Individuals who do not meet the primary test will be subject 
to secondary tests that depend on a combination of physical 
presence and measurable objective criteria.

What this could mean for you
The modernised rules will provide certainty about whether 
someone is a resident for tax purposes and therefore simplify 
their tax arrangements.

Extending temporary loss carry-back
Ordinarily, companies are required to carry losses forward to 
offset profits in future years.

The Government has announced that it will extend the 
temporary loss carry-back measure a further 12 months to 
allow companies with aggregated annual turnover of less than 
$5 billion to carry back tax losses from 2019–20, 2020–21, 
2021–22 or 2022–23 income years to offset previously taxed 
profits in the 2018–19 or later income years.

What this could mean for you
If you are an eligible business owner, the temporary carry-back 
measure will allow you to access losses earlier than before. 
You may also be able to generate a tax refund to provide a cash 
flow boost for your corporate business.

Temporary full expensing
Businesses with aggregated annual turnover within the relevant 
threshold will be able to deduct the full cost of eligible capital 
assets acquired from 7:30pm AEDT on 6 October 2020 (Budget 
night) and first used or installed by 30 June 2023 (extended 
from 30 June 2022 previously).

 • Full expensing in the year of first use will apply to new 
depreciable assets and the cost of improvements to existing 
eligible assets for businesses with aggregated annual 
turnover of less than $5 billion.

 • Full expensing also applies to second-hand assets for small 
and medium sized businesses with aggregated annual 
turnover of less than $50 million.

What this could mean for you
Business owners can fully deduct the business portion of 
assets first used or installed for an extra 12 months, until 
30 June 2023.

 

Find out more
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