
      Hudson Gore Pty Ltd AFSL 435235                                                                                     www.hudsongore.com.au 
 

 

                                                                                                    

 
Hudson Gore Pty Ltd AFSL 435235 

 

Winter Newsletter 2014 
 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
In describing his maiden Federal Budget the Federal 
Treasurer, Joe Hockey said ‘This Budget is not about 
self-interest. This Budget is about the national interest.’ 
This Budget could be described as one in which all 
taxpayers will contribute to improving the 
Government’s bottom line. All parts of Australian 
society, from families, to students and pensioners will 
be affected by this Budget with many cuts suffered by 
individuals introduced to fund national schemes 
intended to provide benefits to all. 
 
While the Budget contained no ‘shock’ proposals, and 
as promised no significant changes to superannuation, 
there are a number of measures which will impact 
higher income earners and families from 1 July 2014. 

These include a temporary budget repair levy for 
higher income earners and the tightening of eligibility 
for family-related payments. 
 
For retirees, the changes will commence after the next 
election with increases to Age Pension age, reduction to 
deeming thresholds and changes to the way pensions 
are indexed. 
 
On the revenue front, there was a moment when we 
honestly couldn’t believe our ears. Treasurer Hockey 
announced a 1.5 per cent cut to the corporate tax rate. 
Yes, we repeat – and assure you that it wasn’t a dream 
– he said “…we are cutting company tax by 1.5 
percentage points for around 800,000 businesses.” 
There are veiled references to this throughout the 
Budget papers referring to earlier announcements, but 
the Government is being coy about the detail. This 
appears to be tied up with the 1.5 per cent levy on 
larger businesses to fund the Government’s generous 
parental leave scheme.  
 
The logic here is that a reduction in company tax of 1.5 
per cent, plus a 1.5 per cent parental leave scheme levy 
on larger companies equals no change in tax for them, 
and a reduction for small business.  The loser of course 
will be the company shareholders who may lose 
franking credits up to the 1.5%.   
 
Given the rough passage expected though Parliament 
for the parental leave scheme, anticipating a drop in the 
company tax rate for small businesses might be 
optimistic. 
 
 
 
 
 

 
Introduction 
 
Paul Hudson Managing Director 
 
Welcome to the Budget edition of our newsletter. 
What follows is an in-depth summary with 
comments. Given the breadth of changes the 
newsletter is quite extensive.  I encourage you all 
to ring to discuss how the budget affects you or 
even better to organize a review with your Hudson 
Gore adviser.   
 

 
Golf Day 
 

Our annual Golf day will be held on Friday 11th of 
July at Northbridge Golf Course.  For those keen on 
a hit and giggle and plenty of tall stories at the 19th 
hole please save this date.   
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There is no doubt, that in relation to some of the key 
revenue-raisers in the Budget, the Government will 
need all their powers of persuasion to get them through 
the Senate. The re-introduction of fuel excise 
indexation, which will bring in over $2.2 billion over the 
next four years, is common sense from an economic 
standpoint, but a very hard sell to certain segments of 
the voting population. There is also a distinct possibility 
that there will be some voter discord in relation to the 
‘temporary budget repair’ levy for higher income 
earners. 
 
But all in all, it was an expenditure cutting Budget and 
undoubtedly a tough one, particularly for the 16,500 
public servants who will lose their jobs over the next 
four years. Hardest hit will be the ATO, which will lose 
over 4,000 staff, with ASIC also feeling the pinch, having 
to cut $120m from their budget over the next four 
years. 
 
Thank you for reading our Budget analysis. 
(Information supplied by IOOF & Challenger) 

 

Superannuation 
Excess non-concessional contributions 
The Government has announced that it will allow 
individuals the ability to withdraw any contributions 
that exceed the non-concessional contributions cap 
from the superannuation fund that they contributed to.  
(in the 2013/14 year this is $150,000 or $450,000 in a 
three year period).  If contributions are withdrawn, any 
earnings on the excess non-concessional contributions 
will also be withdrawn and the earnings will be taxed at 
the individual’s marginal tax rate. The change will apply 

to excess non-concessional contributions made since 1 
July 2013. 
 
Details of the policy will be determined following 
consultation with key stakeholders in the 
superannuation industry. 
 

Hudson Gore Comment 
A little common sense at last! Although this measure is 
quoted as costing the Government $40.1 million over 
the forward estimates period it is really just restoring a 
fairly unreasonable tax back to rationality. The key 
message remains clear for all our clients, in particular 
high income earners who exceed the non-concessional 
cap; the highest marginal tax rate will apply, so avoid 
making excess non-concessional contributions.  (Next 
financial year this will be $180,000 or $540,000 in any 3 
year period. 

Superannuation guarantee rate 
The Government has previously announced that the 
schedule for increasing the superannuation guarantee 
(SG) rate to 12 per cent will change, as part of the 
repeal of the carbon tax. 
 
The SG rate will increase from 9.25 per cent to 9.5 per 
cent from 1 July 2014 as is currently legislated. This will 
give certainty to employers and employees given the 
Minerals Resource Rent Tax Repeal and Other Measures 
Bill 2013 has not yet passed the Senate.  The SG rate 
will remain at 9.5 per cent until 30 June 2018 and then 
increase by half a percentage point each year until it 
reaches 12 per cent in 2022, as shown in the following 
table:                         

 

Financial year commencing 
New proposed SG rate 

(%) 
Current legislated SG rate (%) Previous SG 

1 July 2013 9.25 9.25 9.25 

1 July 2014 9.5 9.5 9.25 

1 July 2015 9.5 10 9.25 

1 July 2016 9.5 10.5 9.5 

1 July 2017 9.5 11 10 

1 July 2018 10 11.5 10.5 
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Hudson Gore Comment 
The delay in increasing the SG rates will have a negative 
impact on long-term retirement savings. It is positive 
that the currently legislated changes for 1 July 2014 
remain intact. It will be important to ensure that any 
employers are aware that the SG rate will increase to 
9.5 per cent from 1 July 2014. 
We will need to discuss with our clients the long-term 
impact on your retirement planning and explore the 
possibility of increasing voluntary salary sacrifice 

superannuation contributions as part of our planning. 
This, combined with the increase in contribution caps, 
will ensure that the need for a client review is an 
essential part of each and every client’s financial plan. 
 
The table below illustrates how the increase in the SG 
rate combined with the standard concessional 
contributions cap will impact clients: 

 
 

 FY 2013/14 FY 2014/15 

Salary Old SG 

9.25% 

Old salary 
sacrifice 

New SG  

9.5% 

New salary 
sacrifice 

$60,000 $5,550  $19,450 $5,700  $24,300 

$70,000 $6,475  $18,525 $6,650  $23,350 

$80,000 $7,400  $17,600 $7,600  $22,400 

$90,000 $8,325  $16,675 $8,550  $21,450 

$100,000 $9,250  $15,750 $9,500  $20,500 

$110,000 $10,175  $14,825 $10,450  $19,550 

$120,000 $11,100  $13,900 $11,400  $18,600 

$130,000 $12,025  $12,975 $12,350  $17,650 

$140,000 $12,950  $12,050 $13,300  $16,700 

$150,000 $13,875  $11,125 $14,250  $15,750 

$160,000 $14,800  $10,200 $15,200  $14,800 

$170,000 $15,725  $9,275 $16,150  $13,850 

$180,000 $16,650  $8,350 $17,100  $12,900 

$190,000 $17,575  $7,425 $18,050  $11,950 

$200,000 $18,500  $6,500 $19,000  $11,000 

$210,000 $19,425  $5,575 $19,950  $10,050 

$220,000 $20,350  $4,650 $20,900  $9,100 

$230,000 $21,275  $3,725 $21,850  $8,150 

$240,000 $22,200  $2,800 $22,800  $7,200 

Financial year commencing 
New proposed SG 

rate (%) 
Current legislated SG rate (%) Previous SG 

1 July 2019 10.5 12 11 

1 July 2020 11 12 11.5 

1 July 2021 11.5 12 12 

1 July 2022 12 12 12 
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First home saver accounts 

Cessation of the scheme 
The first home saver accounts scheme will be abolished. 
New accounts opened from Budget night will not be 
eligible for concessions. The Government co-
contribution attached to the scheme will cease from 1  
 
July 2014. Further, tax concessions and the income and 
asset test exemptions for Government benefits 
associated with these accounts will cease from 1 July 
2015. To assist with the closure of these products, 
account holders will be able to withdraw their account 
balances without restriction from 1 July 2015. 

 

Taxation 
Temporary budget repair levy 

Additional levy of two per cent on high income 
earners 
An estimated 400,000 wage and salary earners will be 
subject to an additional two per cent for every dollar of 
income over $180,000 per annum. This will bring the 
top marginal tax rate to 49 per cent (including the 
Medicare levy of two per cent). The levy will only be 
imposed for a total of three years, commencing from 1 
July 2014 and finishing on 30 June 2017. 
 
 

The following table compares the current and existing 
PAYG tax rates, the new levy and thresholds. It also 
indicates the percentage tax saving that a salary earner 
might expect when salary sacrificing into 
superannuation based on the tax rates and the levies. 

 
 
 
 

 
 

Income 
bracket 

Current 
tax 
rates 

New tax 
rates 

Medicare 
levy 
(%) 

SG tax 
(%) 

Old tax 
saving 
(%) 

New tax 
saving 

(%) 

$0 - $18,200 0% 0% 0 0 0 0 

$18,201 - $37,000 19% 19% 2 0 Variable Variable 

$37,001 - $80,000 $3,572 + 32.5% $3,572 + 32.5% 2 15 19.0 19.5 

$80,001 - $150,000 $17,547 + 37% $17,547 + 37% 2 15 23.5 24.0 

$150,001 - $180,000 $43,447 + 37% $43,447 + 37% 2 15 23.5 26.0 

$180,001 - $274,599 $54,547 + 45% $54,547 + 47% 2 15 31.5 34.0 

$274,600* - $300,000 $97,117 + 45% $99,009 + 47% 2 15-30 Variable Variable 

 
$300,000 + 

$108,547 + 
45% 

$11,0947 + 
47% 

 
2 

 
30 

 
16.5 

 
19.0 

 
Phase in of Division 293 additional tax on concessional 
contributions for high income earners earning above 
$300,000 per annum. The above SG calculations do not 
take into consideration the maximum contribution 
earning base. 
 
Hudson Gore Comment 

The purple highlights the fact that the effect on high 
income earners is amplified as a result of these changes. 
For those prepared to salary sacrifice wages there is the 
potential to save up to 34 per cent tax (49% less 15 % 
and up from 31.5 %). The major opportunities exist in 
the income bracket between $180,000 and $274,599.  

Please see the table below for an indication of savings 
that may be achieved. 
 
The following table illustrates how much tax can be 
saved by salary sacrificing into superannuation up to the 
maximum concessional contributions cap. The table 
shows the maximum tax saving based on the tax payer 
being age 50 and over: 
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Salary ($) 

 
New SG 

amount 

9.5% 

($) 

 
< 50 yrs 

maximum 

salary 
sacrifice ($) 

 
> 50 years 

maximum 

salary 

sacrifice($) 

 
Salary 

subject 

to 

new levy ($) 

 
Temporary 

budget repair 
levy 

($) 

 

Maximum 

tax saving 

($) 

Tax saving 

with salary 
sacrifice 

amount over 

$180,000 ($) 

180,000 17,100 12,900 17,900 0 0 5,728 0 

190,000 18,050 11,950 16,950 10,000 200 5,763 3,400 

200,000 19,000 11,000 16,000 20,000 400 5,440 5,440 

210,000 19,950 10,050 15,050 30,000 600 5,117 5,117 

220,000 20,900 9,100 14,100 40,000 800 4,794 4,794 

230,000 21,850 8,150 13,150 50,000 1,000 4,471 4,471 

240,000 22,800 7,200 12,200 60,000 1,200 4,148 4,148 

250,000 23,750 6,250 11,250 70,000 1,400 3,825 3,825 

260,000 24,700 5,300 10,300 80,000 1,600 3,502 3,502 

270,000 25,650 4,350 9,350 90,000 1,800 3,179 3,179 

 
Hudson Gore Comment 

The measure enhances the attractiveness of voluntary 
salary sacrifice superannuation contributions for clients 
earning between $180,000 and $300,000. This 
differential should also be taking into account the 
increase in the Medicare levy from 1.5 per cent to 2.0 
per cent which comes into effect on 1 July 2014. 

Corporate tax rates 

1.5% per cent reduction 
The changes to corporate tax rates will be introduced 
on 1 July 2015. For 3,000 large companies, the 1.5 per 
cent reduction is offset by the 1.5 per cent paid parental 
leave scheme levy. 
 
Hudson Gore Comment 

The company tax rate reduction will be for mainly listed 
companies of which many will pay dividends which 
include franking credits.  The reduction will see the 
franking credits drop by up to 1.5%.  Company tax rates 

for the top 3000 large companies will effectively remain 
the same due to the parental leave scheme levy. The 
loser of course will be the shareholder. 
 
 A much forgotten investment tool is the investment 
bond.  Investment Bonds are tax paid investments at 
the corporate tax rate and therefore do not flow 
through to the beneficial owner if some conditions are 
met. The tax effectiveness of an investment bond will 
increase with the introduction of the temporary budget 
repair levy for a high income earner and the reduction 
in the company tax rate which will reduce the tax rate 
within the bond. Those earning above $180,000 per 
annum may access a taxation saving of 20.5 per cent 
(for example, 49 per cent less 28.5 per cent) by 
investing into the investment bond in comparison to an 
investment portfolio.  This may open up some 
opportunities. 
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Fringe benefits tax 

Increase to prevent budget repair levy avoidance 
The two per cent levy will also be reflected in other tax 
rates based on calculations that include the top 
marginal tax rate such as Fringe Benefits Tax (FBT). With 
the exception of FBT, these rates will be increased for 
the same period that the temporary budget repair levy 
is in place. The FBT rate will increase from 47 per cent 
to 49 per cent from 1 April 2015 until 31 March 2017. 
 
The existing value of benefits received by Public 
Benevolent Institution (PBI) and other recognised 
organisations, employees will be protected by the 
increase in the annual FBT caps which will be aligned 
with the FBT rate from 1 July 2015. 
 
The PBI and other recognised organisations grossed-up 
annual cap increases to $31,177 per employee 
(currently $30,000). The public hospitals and ambulance 
services grossed up annual cap will increase to $17,667 
per employee (currently $17,000). 
 
Hudson Gore Comment 

Though it is an anti-avoidance measure targeting those 
who earn more than $180,000, it will be negatively 
impacting those entitled to fringe benefits earning 
below $180,000. It also ignores that the most obvious 
way to potentially alleviate the temporary budget repair 
levy is to salary sacrifice additional amounts into 
superannuation. 
 
Whilst the Government says that this increase in FBT is 
to prevent high income earners from using salary 
packaging to offset the additional tax, it’s neglected to 
mention that there are still many in the health and PBI 
sector who can access salary packaging. These 
employees are offered FBT exempt packaging options. 
 
Hudson Gore will need to revisit those employees who 
already package a car to investigate what impact this 
will have on their existing benefits and whether the 
post-tax contribution needs to be adjusted to find the 
optimal tax outcome. 
 

 

 

 

Departing Australia superannuation 
payments tax 

Effective from 1 July 2014 until 1 July 2017 
In alignment with the temporary budget repair levy, the 
tax on the taxable component of the departing Australia 
superannuation payment increases from 35 per cent to 
38 per cent. 
 

Medicare levy low income threshold 

Increased from 2013/14 income year 
The threshold for couples will be increased to $34,367, 
with an additional $3,156 for each dependent child or 
student. The increase takes into account CPI ensuring 
those exempt from the Medicare levy in 2012/13 will 
continue to be exempt unless their income has exceed 
CPI. 
 

Medicare levy surcharge 

Thresholds 
Individuals and families on incomes above the Medicare 
levy surcharge (MLS) thresholds, who do not have an 
appropriate level of private health insurance, will pay 
the MLS for any period during the year that they did not 
have this cover in place. 
 

 

 
U

n
ch

a
n

g
e

d
 

  
T

ie
r 

1
 

  
T

ie
r 

2
 

 
T

ie
r 

3
 

Singles $84,000 or 
less 

$84,001 - 
$97,000 

$97,001 - 
$130,000 

$130,001 
or more 

Families $168,000 
or less 

$168,001 - 
$194,000 

$194,001 - 
$260,000 

$260,001 
or more 

Medicare levy 
surcharge 
rate 

 

0% 

 

1% 

 
 

1.25% 

 
 

1.5% 

 
Hudson Gore Comment 

This will ensure that bracket creep continues to affect 
not only the PAYG tax thresholds and the Medicare levy 
but also the Medicare levy threshold. Whereas, before a 
single person could have expected the threshold to 
have risen from $84,000 to $86,250 (for example a 
three per cent increase), they will now be confronted 
with the same threshold. So if they have enjoyed even 
slight increases to their pay scale, a single employee 
may find themselves having to take out health 
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insurance.  The big winners out of this will be the Health 
Insurance companies and the private hospital services 
such as RHC. 
 

Private health insurance rebate 

Thresholds 
Indexation of thresholds will be frozen for three years 
from 1 July 2015. 
 

Mature age workers tax offset 

Abolished from 1 July 2014 
A $500 tax offset was previously available to workers 
born before 1 July 1957, who received net income from 
working less than $53,000. Where income was above 
this threshold, the offset was reduced by five cents for 
every dollar until the tax offset was nil at $63,000. 
 

Dependent spouse tax offset 

Abolished from 1 July 2014 
Measures implemented by the previous Labor 
Government limited access to the dependent spouse 
tax offset (DSTO) to those who had a spouse born 
before 1 July 1952, eligible taxpayers who received the 
zone tax offset, overseas civilians tax offset or overseas 
forces tax offset. 
 
Access to DSTO will cease from 1 July 2014 and access 
to the dependent (invalid and carer) tax offset will 
replace it as the relevant dependency tax offset. 
 
 

Centrelink and other Government 
benefits/payments 
 
Centrelink 

Increase the age pension qualifying age to 70 
years 
Effective 1 July 2025, the age pension qualifying age will 
commence rising by six months every two years, from 
the current qualifying age of 67 years to gradually reach 
a qualifying age of 70 years by 1 July 2035. People born 
before 1 July 1958 will not be affected by this change as 
shown within the following table. 
 
 

 
Hudson Gore Comment 

Importantly, this does not mean that people will need 
to work to age 70, just that they will need to rely on 
superannuation and other savings between retiring 
from the workforce and reaching age 70. The 
proposition of seeking advice is now even more relevant 
along with the increase in the SG rate being delayed 
until after 30 June 2018, increases to the contribution 
caps and other measures to encourage long-term 
saving.  This is something we need to discuss at our next 
meeting which should be sooner than later! 
 

Resetting the deeming rate thresholds 
The Government will change the deeming rate 
thresholds by resetting them from $46,600 to $30,000 
for single pensioners and from $77,400 to $50,000 for 
pensioner couples from 1 September 2017. 
 
 
Hudson Gore Comment 

The majority of clients are assets tested when 
determining their age pension entitlement. However, 
this change will have a flow-on effect and we must 
consider clients who: 

1. are initially affected by the assets test and in 

the future, could revert to being assessed under 

the income test 

2. are paying an income tested fee under the 

current or new aged care regimes 

3. will be impacted by the deeming of account-

based pensions from 1 January 2015 

4. will have the inclusion of untaxed 

superannuation income streams within the 

income assessment for the Commonwealth 

Seniors Health Card (as announced in this 

Budget). 

Date of birth between 

1 July 1952 and 31 December 1953 

1 January 1954 and 30 June 1955 

1 July 1955 and 31 December 1956 

1 January 1957 and 30 June 1958 

1 July 1958 and 31 December 1959 

1 January 1960 and 30 June 1961 

1 July 1961 and 31 December 1962 

1 January 1963 and 30 June 1964 

1 July 1964 and 31 December 1965 

1 January 1966 and later 

Age at which eligible for age pension 

 

65½ 

66 

66½ 

67 

67½ 

68 

68½ 

69 

69½ 

70 
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With the reduced deeming threshold and given today’s 
deeming and tapering rates for the income test, a single 
client could expect to see their age pension reduced by 
$290.50 per fortnight [calculation: ($46,600 - $30,000) x 
3.5% x 50%]. 
 
We also need to consider the impact of future increases 
in the deeming rates with the interest rate cycle. 
Overall, clients may become subject to the income test 
with the 50 cents in the dollar reduction rate.  For those 
clients who believe they may be affected we encourage 
you to discuss your affairs with Michael Gore ASAP. 
 

Maintain eligibility thresholds for Australian 
Government payments for three years 
The eligibility thresholds for income and assets test-free 
areas for various entitlements will be maintained for 
three years from the dates shown in the following table: 
 

 
 

Indexation of pension and other payments 
linked to the consumer price index 
The indexation of pension and other equivalent 
payments will be linked to the consumer price index 
(CPI). These changes will be from: 
1 July 2014 for Parenting Payment Single recipients 
1 September 2017 for Bereavement Allowance and 
pension payments such as age pension, disability 
support pension, carer payment and veterans’ affairs 
pensions. 

 
The current system of indexation is in line with the 
higher of increases in the CPI, male total average weekly 
earnings or the pensioner and beneficiary living cost 
index. 
 
 

 
 

Hudson Gore Comment 
Coupling this with the changing of indexation of 
payments and resetting the deeming thresholds, this 
change will deliver a reduction in a client’s entitlement 
in real terms. Potential further tightening to the means 
testing for the age pension will increase the importance 
of retirement savings (such as superannuation and 
other investments). 
Suffice to say, the areas of portfolio construction, 
income stream selection and managing expenses will 
become even more important for our client’s 
retirement planning. 
 

Increasing the age of eligibility for Newstart 
Allowance and Sickness Allowance 
The Government will increase the age of eligibility for 
Newstart Allowance and Sickness Allowance from 22 to 
24 years of age from 1 January 2015. Current recipients 
aged 22 to 24 years of age on 31 December 2014 will 
continue to receive these allowances. 

 
Hudson Gore Comment 
This change will mean young people will need to apply 
for Youth Allowance and that the payment rates are 
significantly lower than the current Newstart Allowance 
rates. If the young person is living at home with their 
parents, the payment rates will reduce even further. 
The more stringent requirements mean young people 
will need to participate in education, training and 
employment to be eligible. 
 

Disability Support Pension 
Compulsory participation requirements for 
recipients aged under 35 years 
 
The Government will introduce compulsory activities for 
Disability Support Pension (DSP) recipients less than 35 
years of age with an assessed work capacity of eight 
hours or more a week, and who have a participation 
plan. Activities will vary depending on the person’s 
circumstances and will focus on obtaining employment. 
Sanctions will also be introduced for non-compliance. 
 
DSP recipients with a severe impairment and an 
assessed work capacity of less than eight hours a week 
will be exempt. 
 

 

 

 

Date Types of 
payments 
included 

1 July 
2014 

Family Tax Benefit, Child Care Benefit, Child Care Rebate, 
Newstart Allowance, Parenting Payments and 

Youth Allowance 

1 July 
2017 

Aged Pension, Carer Payment, Disability Support 
Pension and the Veterans’ Service Pension 
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Reduced portability 
The amount of time DSP recipients can leave Australia 
and still receive the DSP will be reduced. Clients who 
are on DSP will receive the payment for a maximum of 
four weeks in a 12 month period should they travel 
overseas. Clients on the DSP who choose to leave 
Australia on or after 1 January 2015 will be subject to 
the new rules. This change is a contrast to the current 
rules which allow the DSP to be paid during absences 
from Australia for up to six weeks, on multiple occasions 
in any one year. 
 
For clients who have special circumstances, a portability 
extension and exception provisions will continue to 
apply. This will allow a longer or unlimited portability 
period. 
 

Review recipients aged under 35 years 
A review will be conducted against the current eligibility 
criteria for clients who: 
 
• are on a DSP and are aged under 35 years and 
• were granted DSP between 1 January 2008 and 

31 December 2011. 
 
Clients who are granted continued eligibility to receive 
the DSP following this review will be required to 
complete a programme of activities to build their work 
capacity. The Government has stated the review will 
cease on 30 June 2019, whilst clients granted a DSP 
before 1 January 2008 or who have a severe 
impairment with work capacity assessment of less than 
eight hours a week will be exempt. 
 

Stronger participation incentives for job seekers 
under 30 
The Government will change the access to income 
support for people under 30 years of age, to encourage 
young people with full work capacity to be earning, 
learning or participating in Work for the Dole. 
 
From 1 January 2015, all new claimants of Newstart 
Allowance and Youth Allowance (Other) must 
demonstrate appropriate job search and participation in 
employment services support for six months before 
receiving payments. Prior workforce participation may 
reduce the waiting period. After six months, claimants 
will be required to participate in 25 hours per week 
Work for the Dole to receive income support, and 
following this may continue to access employment 

services for a further six month period, including access 
to a wage subsidy in lieu of income support. 
 
From 1 July 2015, existing recipients of Newstart 
Allowance and Youth Allowance (Other) who are under 
30 years of age, will also become subject to these new 
arrangements. These people will have already served six 
months on Work for the Dole. 
 
 

Apply the one-week ordinary waiting period to 
all working age payments 
This proposal will apply the one-week ordinary waiting 
period (OWP) to all working age payments from 1 
October 2014. 
 
Currently, all claimants of Newstart Allowance and 
Sickness Allowance are required to wait one week 
before receiving payment, unless the claimant is 
exempt or the waiting period is waived. This measure 
will extend the OWP to claimants of Parenting Payment, 
Widow Allowance and Youth Allowance (other). This 
measure will also remove the current rule that enables 
the OWP to be served concurrently with other 
applicable waiting periods. 
 
Hudson Gore Comments 
Eligible clients applying for Parenting Payment, Widow 
Allowance and Youth Allowance will need to wait one 
week to begin receiving such benefits. Removing the 
existing concurrent waiting periods will mean that 
clients need to factor in the extra week without income 
support. 
 

Cease indexation of the clean energy supplement 
 
The Government will remove further indexation from 
payment of the clean energy supplement (CES). This will 
fix the rate of payment at the relevant rate payable 
prior to 1 July 2014. 
 
Hudson Gore Comments 
Eligible clients will continue to receive the CES of $13.90 
per fortnight (for singles) and $10.50 per fortnight (each 
member of a couple) without further increases. The CES 
is paid to all recipients of social welfare payments and is 
a tax-exempt payment that provides assistance to meet 
the ongoing impacts of carbon pricing on living 
expenses. 
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Certain Concessions for Pensioners and Seniors 
Card Holders 
From 1 July 2014, the Government will terminate the 
national partnership agreement on certain concessions 
for pensioners concession card and seniors card 
holders. This agreement contributes to State or 
Territory Government provision of certain concessions 
for pensioners and seniors. 
 
Hudson Gore  Comments 

More detail is required from the Government and it is 
unclear what benefits and concessions are to be 
affected. Eligible clients who receive these concession 
cards and rely on such concessions from their State or 
Territory Government will need to find alternative ways 
to fund for these expenses. 

 

Department of Veteran Affairs 

Disability pensions — commencement of 
payments from date of claim 
The Government will pay new claims and applications 
for an increase in the rate of Veterans’ Disability 
Pension effective from the date of lodgment of the 
claim or application. This will commence from 1 January 
2015 and will align the payment arrangements for the 
Disability Pension with those for the Service Pension for 
veterans. 
 

Incapacity payments — review by medical 
specialist after 12 months 
The Government will improve workforce participation 
by introducing a requirement for medical specialist 
review of Department of Veterans’ Affairs clients who 
have been in continuous receipt of incapacity payments 
for 12 months or longer. Incapacity payments are 
military compensation payments for economic loss 
resulting from an inability (or reduced ability) to work 
because of an injury or illness. 
 

Commonwealth senior’s health card 
Annual indexation of income thresholds 
From 1 July 2014, the current income levels for the 
Commonwealth Seniors Health Card (CSHC) will be 
indexed by the CPI. This is expected to allow more 
retirees access to medicines listed on the 
Pharmaceuticals Benefits Scheme (PBS) at a 
concessional rate. 
 
 

 

 
Hudson Gore  Comments 
Self-funded retirees will now lose tax-free amounts 
which are intended to assist them with their regular 
bills such as energy, rates, phone and motor vehicle 
registration. The current rate of this payment is 
currently approximately $876 for singles or 
$660 each per member of couples. 
 

Eligibility assessment 
From 1 January 2015, tax-free pension payments from a 
superannuation income stream will be included in the 
assessment of income to determine eligibility for the 
CSHC. Currently superannuation income streams 
received by clients over age 60 are non- assessable 
non-exempt income for tax purposes. The assessment 
of the tax-free pension payments will be the same for 
CSHC holders as for age pension recipients, and will 
align with the deeming of account-based 
superannuation income stream balances from 1 
January 2015. Accordingly, it is expected that clients 
who hold a CSHC and have an existing account based 
pension     as at 31 December 2014 will continue to 
have the account based pension exempt from the CSHC 
eligibility assessment. 
 

Cessation of the Seniors Supplement 
The Seniors Supplement will be ceased for holders of 
the CSHC from 20 September 2014. Eligible seniors who 
do not receive a pension will continue to be eligible for 
a concession card 
 
CSHC holders will still receive the Clean Energy 
Supplement (CES) and a range of concessional benefits 
including lower co- payments for medicines on the PBS 
and access to the lower threshold for the extended 
Medicare Safety Net. 

 
 
Hudson Gore comment 

The Government is delivering its election promise on 
the annual indexation of income thresholds, even 
though in inflationary adjusted terms, the real value of 
the income thresholds is quite low. Furthermore, the 
changes in the eligibility criteria will result in less 
retirees being eligible for the highly favoured CSHC. 
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Family payments 

Better targeting of Family Tax Benefit Part B 
The Government will reduce the Family Tax Benefit Part 
B (FTB Part B) primary earner income limit from 
$150,000 to $100,000 per annum, from 1 July 2015. 
The income threshold for the Dependent (Invalid and 
Carer) Tax Offset will also be reduced to 
$100,000 as it is linked to the FTB primary income 
earner limit. 
 

Limit Family Tax Benefit Part B to families with 
children under six years of age 
The Government will limit Family Tax Benefit Part B (FTB 
Part B) to families whose youngest child is younger than 
six years of age from 1 July 2015. As a transitional 
arrangement, families with a youngest child aged six 
and over on 30 June 2015 will remain eligible for FTB 
Part B for two years. 
 
This measure encourages increased workforce 
participation by primary carers when their youngest 
child reaches primary school age. 
 
Hudson Gore Comments 

 Families affected by these changes will 
lose out on receiving a FTB Part B up to 
$4,100 per annum (including the annual 
supplement). 

 The current eligibility age allows families 
with the age of the youngest child up to 
age 18 (if in full time study) to be eligible 
for this payment. Affected parents may 
choose to return to work, but if their 
income is above $100,000, they will not 
receive FTB Part B. 

 Affected families will lose out on receiving 
up to $3,018 per annum (the current 
maximum amount of FTB Part B for those 
with children aged between 5 and 18). 

 Affected single parents with the youngest 
children aged between six and 12 years 
may receive the new ‘Family tax benefit 
allowance’ – (see below) if they receive the 
maximum payment of FTB Part A. 

 
 
 

 
 
 
Family payment reform — limiting the Large 
Family Supplement to families with four or more 
children 
The Government will limit the Family Tax Benefit Part A 
(FTB Part A) Large Family Supplement (currently 
$313.90 per child per annum) to families with four or 
more children from 1 July 2015. The Large Family 
Supplement will be paid in respect of the fourth and 
each subsequent child in a family. 
 
Hudson Gore Comments 
The Large Family Supplement is currently payable for 
the third and each subsequent child. Families with three 
children cannot rely on receiving the current $313.90 
per annum. 
 

Maintain Family Tax Benefit payment rates for 
two years 
The Government will maintain the current FTB payment 
rates for two years from 1 July 2014. Under this 
measure, indexation of the maximum and base rates of 
FTB Part A, and the rate of FTB Part B will be paused 
until 1 July 2016. 

 

New Family Tax Benefit allowance 
The Government will create a new allowance for single 
parents on the maximum rate of FTB Part A whose 
youngest child is aged between six and 12 years old 
from the point when they become ineligible for FTB Part 
B. This allowance will provide $750 for each child aged 
between six and 12 years old in an eligible family from 1 
July 2015. 
 

Hudson Gore  comments 
Affected families with less than four children aged 
between six and 12 years of age will not be fully 
compensated for losing the FTB Part B which is up to 
$3,018 per annum. 
 

Remove the Family Tax Benefit Part A per child 
add-on 
The Government will remove the FTB Part A per child 
add-on to the higher income-free threshold for each 
additional child from 1 July 2015. 
 

 
 

http://www.hudsongore.com.au/


                       Hudson Gore Pty Ltd AFSL 435235                                                     www.hudsongore.com.au 
 

12 

 
 
 
Revised Family Tax Benefit end-of-year 
supplements 
The Government will revise the FTB end-of-year 
supplements to their original values and ceasing 
indexation from 1 July 2015. 
 
Hudson Gore comments 
The revised supplements will provide $600 per annum 
(reduced from $726.35) per FTB Part A child. This 
supplement is available only after the end of the 
financial year when a family's entitlement to FTB is 
reconciled and may be used to offset overpayments. 

 

Aged Care 
 
Commonwealth Home Support Program 
The Commonwealth Home Support Program (CHSP) is 
an integral part of the aged care reform package, Living 
Longer Living Better announced on 20 April 2012. The 
CHSP will be introduced from 1 July 2015 and combines 
services currently providing basic home support, 
including the Commonwealth HACC, the National 
Respite for Carers, the Day Therapy Centres and the 
Assistance with Care and Housing for the Aged under 
the one program. 
 
From 1 July 2018 the Government will reduce the rate 
of real growth in the Commonwealth Home Support 
Program from six per cent annually to 3.5 per cent 
annually. 
 
Hudson Gore Comment 
The CHSP is a minor change within the Aged Care sector 
which is set to undergo more significant changes on 
from 1 July 2014 with the introduction of the home 
care packages and changes to aged care facilities. 
Michael Gore will give a full update on the proposed 
aged care changes in July.  

 

Other 
 
National Rental Affordability Scheme 
The National Rental Affordability Scheme (NRAS or the 
Scheme) will be abolished. Funding for tenanted NRAS 
properties is not affected. 
 
 

 
 
 
Hudson Gore Comments 

The scheme is a partnership between the Australian 
Government and the states and territories to invest in 
affordable rental housing. The scheme, which 
commenced in 2008, sought to address the shortage of 
affordable rental housing by offering financial 
incentives to persons or entities such as the business 
sector and community organisations to build and rent 
dwellings to low and moderate income households at a 
rate that is at least 20 per cent below the market value 
rent. 
 
That meant that an investment property owner who 
was prepared to commit to offering a property at 20 per 
cent below market rent could obtain tax free rebates 
of up to $14,000 per annum for up to ten years from 
the State and Federal Governments. 
The main attraction was that the rebates were tax free 
whereas the rent foregone would have otherwise have 
been taxable. 
 
While marketed to many investors it was typically ideal 
for those who could afford to buy an investment 
property outright either in their own personal name or 
in their SMSF. 

Wage subsidy for mature age job seekers 
From 1 July 2014, a payment of up to $10,000 will be 
available to employers who hire a mature age job 
seeker (including those on the Disability Support 
Pension) aged 50 years or over. Payments will 
commence after the worker has been employed for at 
least six months and will be paid in the following 
instalments: 
$3,000 after six months of employment 
$3,000 after 12 months of employment 
$2,000 after 18 months of employment 
$2,000 after 24 months of employment. 
 
The Restart Programme will build on the Government's 
election commitment to introduce a seniors 
employment incentive payment. 

 
Hudson Gore Comment 
This may lead to increased opportunities for older 
Australians who elect to return to work. It will be 
interesting to see which if any larger employers decide 
to run with this opportunity and offer employment to 
these jobseekers. 
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Pharmaceutical benefits scheme 

Increase in co-payments and safety net 
thresholds 
The Government will achieve savings of $1.3 billion over 
four years from 1 January 2015 by increasing the 
Pharmaceutical Benefits Scheme (PBS) co‑payments 
and safety net thresholds. 
 
Co‑payments will increase for general patients by $5.00 
(from $37.70 to $42.70) and for concessional patients 
by $0.80 (from $6.10 to $6.90) in 2015. 
 
PBS safety net thresholds will increase each year for 
four years from 1 January 2015, with general safety net 
thresholds to increase by 10 per cent each year and 
concessional safety nets to increase by the cost of two 
prescriptions each year. 
 
These increases are in addition to the existing annual 
indexation of co‑payments and safety net thresholds in 
line with the CPI. 

 
Hudson Gore Comment 

An additional impost on many taxpayers, the increase in 
co-payments could see a person on regular medication 
up for additional costs of between $60 to $180 per 

annum1. 

 
 
 
Which companies will be affected? 
As the  Government remains committed to repealing 
the carbon tax and the MRRT. If achieved, this would 
deliver a mild boost for miners, and for carbon emitting 
companies (e.g. steel, building materials, transport). 
There is no guarantee this will be passed by the Senate.  
 
Based on a summary by Macquarie, in a nutshell: 
 
A 1.5% cut to the company tax rate, Australian 
businesses, particularly at the smaller end, are the clear 
beneficiaries of the 2014-15 budget. Meanwhile the top 
3,000 companies will see this offset by a 1.5% levy to 
fund the paid parental leave scheme. 
The government's $11.6bn of transport infrastructure 
funding could see LEI & LLC benefit from an increase in 
road projects, in addition to DOW, UGL, MND & RCR. 
The pause in indexation of some Medicare Benefits 
Schedule fees and the Medicare Levy Surcharge will 

likely prompt a higher private health insurance take up. 
RHC  likely to be a key beneficiary here. 
The range of measures that will reduce household 
disposable income, including a 2% tax increase for top 
income earners, tougher welfare eligibility criteria, 
healthcare co-payments, reintroduction of fuel excise 
indexation, a likely negative in the short term for 
consumer sentiment and spending.  Non-discretionary 
retailers (DJS ,ORO, JBH etc) may be affected. 
The introduction of co-payments for use of health care 
services. As one of Australia's largest medical and 
pathology centre operators, PRY could be negatively 
impacted, and similarly SHL given its exposure to 
pathology and diagnostic imaging while SIP & API are 
impacted by the increased copayment for medicines. 
Some smaller biotech may be winners from $20bn 
medical research fund. 

 
Funny’s  
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Well, I thought they were funny! 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Disclaimer: This information is general in nature and does not consider your individual circumstances or needs. 
Do not act until you seek professional advice and consider a Product Disclosure Statement. The views and opinions expressed 

within this letter are those of the author and do not necessarily reflect those of Hudson Gore Pty Ltd. 
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