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Subject: Budget 2014 — JUST Another Political Manifesto!
Attachments: Federal Budget 2014.pdf

Dear Friends

Almost 30 years ago, my old professor commented that federal budgets are a political document, not an economic one
and what we saw from Canberra last week was yet again, proof of just that.

I have attached an excellent summary from BT which will help bring the important announcements to life.

My position remains exactly the same as it was before budget night — there is a long way to go before any of the big
decisions become law... if ever they do, given the new senate forms mid-year. | subscribe to the view that the
government is ‘playing a long game’ with the budget and plans to use it to wedge the states into increasing the GST.

As an economist, | have no problem with taxing consumption with a Goods and Services Tax (GST) but as someone who
cares deeply about the plight of the less well-off, there needs to be sensible protection in place (such as through family
payments A & B, for example.)

On paper, the biggest budget losers are our 16,000 public servants. However, | will be writing to you shortly explaining
how people in this situation can actually end up the biggest budget winners as a result of taking some sensible financial
planning decisions.

| am absolutely thrilled that the Federal Government has announced the removal of the truly awful Excess Contributions
Tax. Myself and others have been lobbying both Labor and Liberal governments for years on this topic, therefore itis a
delight to see common sense prevail. (All my correspondence and media releases on the matter can be found on our
website at www.marinisgroup.com.au)

As always, if you have any questions, please do not hesitate to contact me or any of the MFG team.
Yours sincerely

Theo Marinis B.A, B.Ec, CPA, CFP®
Financial Strategist
Authorised Representative
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FEDERAL BUDGET UPDATE — MAY 2014

BUDGET MEASURES AND ANNOUNCEMENTS

Taxation measures

Introduction of a Temporary Budget Repair Levy (TBRL)
Effective date: 1 July 2014 (for a period of 3 years)

As speculated in the lead up to the Budget announcements, the Government has introduced a temporary 2% TBRL
applying to high income earners. For a period of three years from 1 July 2014, the highest marginal tax rate of
45% will be increased to 47%.

The Government has also confirmed that a number of other tax rates that are currently based on calculations
referencing the highest marginal tax rate will also be increased over the same period, such as the fringe benefits
tax (FBT) rate.

The TBRL will only apply to you if you have taxable income exceeding $180,000 and is only payable on the amount
in excess of $180,000.

For example, if you had taxable income of $230,000, the additional 2% TBRL only applies to $50,000 (the amount
above $180,000) resulting in an increase in tax payable (ignoring Medicare levy) of $1,000.

Removal of Dependant Spouse Tax Offset and Mature Age Workers Tax Offset
Effective date: 1 July 2014

Effective 1 July 2014, the Dependant Spouse Tax Offset (DSTO) and the Mature Age Workers Tax Offset
(MAWTO) will be abolished.

The DSTO is currently income tested and only available where, amongst other things, your adjusted taxable
income is below $150,000. For the year ended 30 June 2013, the maximum DSTO was $2,423.

As a result of prior year Budget changes, the MAWTO is only available to those born before 1 July 1957 and has a
maximum value of $500. The maximum offset was available for an income below $53,000.

Increase in the Medicare levy low income thresholds for families
Effective date: 1 July 2013

The Government has announced an increase in the new Medicare levy thresholds that are applicable for the
current financial year (ending 30 June 2014), but for families only. The new threshold is $34,367 (previously
$33,693). The threshold increases by $3,156 for each dependent child or student (the previous increase was
$3,094).

Thresholds for individuals and pensioners will remain at their 2012/13 levels, being $20,542 and $32,279
respectively.

Pausing indexation of Medicare Levy Surcharge and Private Health Insurance Rebate Thresholds
Effective date: 1 July 2015 for a period of two years

The Government has announced that it intends to freeze the indexation of the thresholds used to determine your
ability to claim a Private Health Insurance Rebate or be liable for the Medicare Levy Surcharge. The same
threshold (based on an adjusted taxable income calculation) is used for determining both. This freeze will last for
two years, with indexation due to recommence from 1 July 2017.
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Superannuation measures

Future superannuation guarantee (SG) rate increases

Effective date: 1 July 2014

The Government has proposed to amend the schedule for increasing the SG rate to 12%. The SG rate will rise to
9.5% from 1 July 2014 and will remain at this level until 30 June 2018. The rate of SG will then increase by 0.5%
each year from 1 July 2018 until it reaches 12% in the 2022/23 financial year.

Financial Year Superannuation Guarantee Rate
2013/14 9.25%

2014/15 - 2017/18 Frozen at 9.5%
2018/19 10%

2019/20 10.5%
2020/21 11%

2021/22 11.5%
2022/23 12%

Refunding excess non-concessional contributions

Effective date: 1 July 2013

The Government has announced that superannuation members who exceed their non concessional contribution
cap will have the ability to withdraw the excess contribution plus any associated earnings without having excess
contributions tax levied on the amount. The earnings will be taxed at the individual’'s marginal tax rate. If however
you choose to retain these within the fund, the contributions will continue to be taxed at the top marginal tax rate.

Social security measures

Increasing the Age Pension qualifying age to 70

Effective date: 1 July 2025

Under current legislation the Age Pension qualifying age increases by 6 months every 2 years commencing 1 July
2017 until it reaches age 67 on 1 July 2023. The Government proposes to continue this rate of increase as per the
following table until the qualifying age reaches age 70 on 1 July 2035.

Proposed Increase to Age Pension Age

Date

01/07/2017
01/07/2019
01/07/2021
01/07/2023
01/07/2025
01/07/2027
01/07/2029
01/07/2031
01/07/2033
01/07/2035

Date of birth
01/07/1952 to 31/12/1953
01/01/1954 to 30/06/1955
01/07/1955 to 31/12/1956
01/01/1957 to 30/06/1958
01/07/1958 to 31/12/1959
01/01/1960 to 30/06/1961
01/07/1961 to 31/12/1962
01/01/1963 to 30/06/1964
01/07/1964 to 31/12/1965
On or after 01/01/1966

Age Pension age

65 years and 6 months
66 years

66 years and 6 months
67 years

67 years and 6 months
68 years

68 years and 6 months
69 years

69 years and 6 months
70 years

If you were born before 1 July 1958, you will not be affected by this announcement.
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Indexing Pension and other payments by CPI

Effective date: 1 July 2014 for Parenting Payment Single recipients and 1 September 2017 for Bereavement
Allowance and pension payments such as Age Pension, Disability Support Pension; Carer Payment and Veteran’s
Affairs Pension.

Currently these payments are indexed in line with the higher of the increases in the CPI, Male Total Average
Weekly Earnings or the Pensioners and Beneficiary Living Cost Index. The CPI is normally lower than the other two
measures which will result in a reduction in the rate of increase of these pensions over time.

Pausing eligibility thresholds for Australian Government Payments for three years
Effective date: 1 July 2014 for non-pension payments and 1 July 2017 for pension payments

The Government proposes to freeze the income and asset eligibility thresholds for three years. Non-pension
payments include Family Tax Benefit, Child Care Benefit, Child Care Rebate, Newstart Allowance, Parenting
Payments and Youth Allowance. Major pension related payments include the Age Pension, Carer Payment,

Disability Support Pension and the Veteran’s Service Pension.

Resetting the Assets test Deeming Rate Thresholds
Effective date: 20 September 2017

The Government proposes to reset the deeming thresholds used for measurement of income from financial
products when assessing eligibility for welfare payments to $30,000 for singles and $50,000 for couples. Currently
for singles financial assets up to $46,600 are deemed at 2% and above this level at 3.5% whilst for a couple the
threshold is $77,400.

Termination of Federal funding of certain State and Territory pensioner and seniors concessions
Effective date: 1 July 2014

The Government has proposed the termination of the National Partnership Agreement on certain concessions for
Pensioners Concession Card and Seniors Card Holders.

Concessions that could be affected include rebates made available to pensioners for council/land and water rates,
utilities including energy and sewerage, motor vehicle registration and public transport

Changes around the Commonwealth Seniors Health Card (CSHC)

The Government has proposed a number of changes around the CSHC, including:

=  annual indexation to CPI of the income limits for CSHC eligibility from 20 September 2014,
= abolishing the Seniors Supplement for CSHC holders from 20 September 2014,

= the inclusion of untaxed superannuation income in the measurement of income to determine eligibility for the
CSHC from 1 January 2015.

Other measures

Family Tax Benefit changes
The Government has proposed a number of changes around Family Tax Benefits, including:

= maintaining the 1 July 2014 maximum and base rates of Family Tax Benefit (FTB) Part A and the rate of FTB
Part B for two years. These payment rates would resume indexation on 1 July 2016.

= tightening eligibility around the number of children that can increase the upper threshold for payments of FTB
Part A from 1 July 2015.

= reducing the primary earner income limit from the current $150,000 per annum to $100,000 per annum from 1
July 2015.
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Disability Support Pension proposals
Date to take of effect: Inmediately and 1 January 2015

The Government has proposed over the next 5 years to review Disability Support Pension (DSP) recipients under
the age of 35 and granted the benefit between 1 January 2008 and 31 December 2011. These recipients will be
assessed against the current rules.

Recipients who are deemed to be eligible to continue to receive DSP will be obligated to “complete a programme of
activities to build their work capacity” unless they are deemed to be severely disabled, defined as having a capacity
to work of less than 8 hours a week. Where the claimant does not complete the programme of activities, they will
be subject to sanctions.

Reduced eligibility to Newstart Allowance and Sickness Allowance
Date to take of effect: Immediately and 1 January 2015

In the Budget, the Government has proposed increasing the eligibility age for Newstart Allowance and Sickness
Allowance from age 22 to age 24 for new claimants from 1 January 2015.

In addition, from 1 January 2015 all new claimants of Newstart Allowance (and Youth Allowance (Other)) who are
under 30 years of age must undertake appropriate job search and participate in employment services support for
six months before receiving payments. The six month period may be reduced where the claimant has prior
workforce participation.

After six months, they will be required to undertake Work for the Dole for 25 hours per week to receive income
support unless they are the principal carer of a child, are a part-time apprentice or are in education.

Introducing patient contributions for general practitioners, pathology and diagnostic imaging services and
reducing rebates

Effective date: 1 July 2015

The Government proposes to reduce Medicare Benefits Schedule (MBS) rebates by $5 for standard general
practitioner consultations and out-of- hospital pathology and diagnostic imaging services and allowing the providers
of these services to collect a patient contribution payment of $7 per service.

For concession card holders and children under 16 the MBS rebate will only be reduced for the first 10 services per
year.

A new Low Gap Incentive will replace bulk billing incentives for providers of these services. The Low Gap Incentive
will be paid to providers where they provide services to patients with concession cards or children under 16 years
of age and only charge the $7 patient contribution - for the first 10 services in a year, or where they charge no
patient contribution - for additional services in that year.

The measure will also remove the restriction on State and Territory Governments from charging patients presenting
to hospital emergency departments for general practitioner like attendances.

Increasing co-payments and safety net thresholds under the Pharmaceutical Benefits Scheme (PBS)
Effective date: 1 January 2015

The Government proposes to increase PBS co—payments 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 are user pay measure which will force people to start saving or budgeting for future medical contingencies.
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Repeal of the Mineral Resource Rent Tax (MRRT)
Effective date: 1 July 2013

The Mineral Resource Rent Tax Repeal and other Measures Bill was rejected in the Senate on 25 March 2014. A
number of key commitments from the previous Government were to be funded by the MRRT. The Tax repeal
legislation removed a number of measures that were to be funded by the MRRT. Specially, the Bill included a
proposal to repeal the low income superannuation contribution from 1 July 2013 as well as the removal of the
school kid’s bonus.

The Government reaffirmed their position on the removal of both the Carbon Tax and the Mineral Resources and
as these measures are linked, it's assumed that both are likely to disappear when and if the Tax Repeal legislation
becomes law.

Medicare Levy to rise to fund National Disability Insurance Scheme
Effective date: 1 July 2014

As announced in the 2013 Budget, the Medicare Levy will increase by 0.5% to 2.0% of taxable income. This
measure will commence on 1 July 2014.

Company Tax Rate reduction
Effective date: 1 July 2015

The Government announced their commitment to reducing the company tax rate from its existing level of 30% to
28.5% from 1 July 2015.

Paid Parental Leave
Effective date: 1 July 2015

The Government re-affirmed their commitment to a paid parental leave. They announced that they will proceed with
a comprehensive scheme that will encourage and assist women to be able to have a family and to remain
connected to the workforce. The budget did not contain details of what this scheme will look like.

Disclaimer

This information has been prepared by BT Select. BT Select is part of BT Financial Group, which is a division of Westpac Banking Corporation ABN 33 007 457 141
(Westpac). BT Select includes Magnitude Group Pty Ltd ABN 54 086 266 202 AFSL and Australian Credit Licence 221557 (Magnitude) and is current as at May
2014. Material contained in this publication is an overview or summary only and it should not be considered a comprehensive statement on any matter or relied upon
as such. This Information may contain material provided directly by third parties and is given in good faith and has been derived from sources believed to be
accurate at its issue date. It should not be considered a comprehensive statement on any matter nor relied upon as such. While such material is published with
necessary permission, neither Securitor nor any other company in the Westpac Group accepts responsibility for the accuracy or completeness of, or endorses any
such material. Except where contrary to law, we intend by this notice to exclude liability for this material. This information does not take into account your personal
objectives, financial situation or needs and so you should consider its appropriateness having regard to these factors before acting on it. The tax position described
is a general statement and is for guidance only. It has not been prepared by a registered tax agent. It does not constitute tax advice and is based on current tax laws
and our interpretation. Your individual situation may differ and you should seek independent professional tax advice. It is important to note that the policies outlined
in this publication are yet to be passed as legislation and therefore may be subject to change or further refinement. The taxation position described in this Federal
Budget update 2014 is a general statement and should only be used as a guide. It does not constitute tax advice and is based on current tax laws and their
interpretation.
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