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This document is prepared for client information purposes only. It is general in nature and does not constitute financial or 
taxation advice. 

 

 

Disclaimer 
 

 

This document has been prepared for general information purposes only and is based on publicly available 
information, including the 2026–27 Federal Budget papers and commentary published by Pitcher Partners (as 
at 12–13 May 2026). It does not constitute financial, taxation, legal, or investment advice and should not be 
relied upon as such. 

The measures outlined in this document are subject to legislative enactment and may be amended or 
abandoned prior to taking effect. All worked examples are illustrative only and use simplified assumptions for 
clarity. Actual outcomes will vary depending on individual circumstances, asset values, income levels, and 
applicable rates. 

You should seek professional advice specific to your circumstances before making any decisions based on this 
information. Neither the author nor the firm accepts any liability for loss or damage arising from reliance on 
this document. Liability is limited by a scheme approved under Professional Standards Legislation. 
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Executive Summary 
 

 

The 2026–27 Federal Budget, handed down on 12 May 2026, represents the most significant overhaul of 
Australia's tax system in more than a quarter of a century. Delivered under the theme of Resilience and 
Reform, it is shaped by two forces: the global oil shock from the Middle East conflict, and a structural reset of 
how income, capital gains, and business structures are taxed. 

For our clients, the implications are substantial. Long-standing assumptions underpinning business 
structuring, investment strategies, and wealth planning can no longer be relied upon. The window for 
proactive action is open — but it will not stay open indefinitely. 

 

Key Themes at a Glance 
• Tax system overhaul — CGT, negative gearing, and discretionary trusts all fundamentally 

restructured 

• Cost-of-living relief — five rounds of income tax cuts deliver up to $2,816/year for average workers 
by 2027–28 

• Business support — loss carry-back, permanent instant asset write-off, expanded R&D incentives 

• Oil shock response — $14.8bn fuel security package, temporary excise halving, domestic gas 
reservation 

• Fiscal discipline — $63.8bn in savings; deficits shrink from 1.3% to 0.7% of GDP by 2029–30 

• Superannuation — no direct changes, but significant indirect effects from trust and CGT reforms 

 

The 2026–27 Budget requires active engagement, not passive observation. Every client with an 
investment property, discretionary trust, or significant asset portfolio should seek tailored advice 
before key dates in 2026 and 2027. 

 

Fiscal Position at a Glance 

Metric 2025–26 2026–27 2027–28 2028–29 2029–30 

Underlying Cash Balance 
($bn) 

-28.3 -31.5 -31.0 -34.4 -25.3 

As % of GDP -1.0% -1.0% -1.0% -1.0% -0.7% 

Gross Debt ($bn) 982.0 1,051.0 1,120.0 1,193.0 1,249.0 

Gross Debt (% of GDP) 33.1% 34.0% 35.2% 35.8% 35.6% 

 

Australia's gross debt peaks at 35.8% of GDP in 2028–29 — well below the 44.9% figure inherited from the 
previous government — and the budget is projected to return to balance in 2034–35. 
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1. Economic Context 
 

 

The Global Oil Shock 
The conflict in the Middle East has created the largest global oil supply disruption on record, driving up petrol, 
diesel, urea, fertiliser, and plastics prices. Global growth is forecast at 3.0% in 2026 (down from 3.5% in 2025), 
recovering to 3.25% in 2027 as oil prices ease. 

Australia's Domestic Outlook 

Indicator 
2024–25 
(Actual) 

2025–26 2026–27 2027–28 

Real GDP Growth 1.3% 2¼% 1¾% 2¼% 

CPI (through year to June 
quarter) 

2.1% 5.0% 2½% 2½% 

Unemployment Rate 4.2% 4¼% 4½% 4½% 

Wage Price Index 3.4% 3¼% 3½% 3½% 

Nominal GDP Growth 3.6% 6¾% 4¼% 2¾% 

 

Inflation is forecast to spike to 5.0% through the year to June 2026, primarily driven by oil prices. 
The Government's measures — including halving the fuel excise and personal tax cuts — are 
designed to provide direct relief against this backdrop. 
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2. Personal Tax — Five Rounds of Relief 
 

 

The Government is delivering five cumulative rounds of tax cuts for Australian workers — the most significant 
personal income tax reduction since 2012–13. An average earner on $81,245 will be up to $2,816 per year 
better off by 2027–28 compared to 2023–24 settings. 

The Five Tax Cuts — What Changes and When 

Measure Commences Benefit per year 

Round 1: Stage 3 tax cuts 1 July 2024 Already delivered 

Round 2: Income tax rate 18,201–45,000 
drops 16% → 15% 

1 July 2026 Up to $268 for all taxpayers 

Round 3: Same bracket drops 15% → 
14% 

1 July 2027 Up to $536 for all taxpayers 

Working Australians Tax Offset (WATO) 1 July 2027 
$250 — permanent annual 
offset for workers 

$1,000 Instant Tax Deduction 2026–27 income year 
Avg. saving of $205 for 6.2 
million workers 

 

 

📊  Example 1: Average Wage 
Earner — Sarah, $81,245/year 

Under Old Rules Under New Rules 

Sarah is a nurse earning $81,245. She claimed $359 in work expenses, leaving taxable income of $80,886. 

Income tax on $80,886 $19,641 $19,641 (same bracket, same rate) 

Round 2 cut (1 July 2026): 16%→15% No reduction − $268 per year 

Round 3 cut (1 July 2027): 15%→14% No reduction − $536 per year (cumulative) 

Working Australians Tax Offset (from 
2027–28) 

Not available − $250 per year 

$1,000 instant deduction (replaces 
itemised $359) 

$359 deduction → 
saves $148 

$1,000 deduction → saves $370 (saves 
an extra $222) 

TOTAL ANNUAL SAVING vs 2023–24 Nil $2,496 per year 

 

 

📊  Example 2: Part-Time Worker 
— James, $38,000/year 

Under Old Rules Under New Rules 

James works part-time in retail earning $38,000. He currently claims minimal work-related expenses. 

Tax on $38,000 before cuts $3,567 $3,567 

Round 2 cut (July 2026): 16%→15% No reduction Saves approx. $198 

Round 3 cut (July 2027): 15%→14% No reduction 
Saves further approx. $198 (total 
$396) 
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📊  Example 2: Part-Time Worker 
— James, $38,000/year 

Under Old Rules Under New Rules 

Working Australians Tax Offset Not available − $250 

$1,000 instant deduction (vs. $0 
claimed) 

$0 deduction $1,000 deduction → saves $190 

TOTAL ANNUAL SAVING vs 2023–24 Nil ~$836 per year 

 

Note: The $1,000 instant deduction does not require receipts. Workers who previously claimed nothing — or 
less than $1,000 — benefit most from this change. 

Action Point: Workers who currently claim work-related deductions below $1,000 should switch 
to the instant deduction from 2026–27. Those with deductions over $1,000 can still itemise their 
full actual costs. 
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3. Capital Gains Tax — A Fundamental Restructure 
 

 

Effective date: 1 July 2027. Gains accrued up to 1 July 2027 are grandfathered under the old 50% 
discount rules. Only gains accruing from 1 July 2027 onwards are subject to the new indexation 
and 30% minimum tax. A market valuation at 1 July 2027 is required to split the gain correctly. 

The Government is replacing the 50% CGT discount (in place since 1999) with a cost base indexation method 
and a 30% minimum tax on capital gains for individuals and trusts — but only for gains that accrue from 1 July 
2027. Critically, the gain on any asset held across that date must be apportioned: the pre-2027 portion retains 
the old discount, and the post-2027 portion is assessed under the new rules. 

The New CGT Framework 

Aspect Gain accrued to 30 June 2027 Gain accruing from 1 July 2027 

Method 
Old rules — 50% discount available 
(assets held 12+ months) 

New rules — indexation of cost 
base; 30% minimum tax applies 

How calculated 
50% of nominal gain is assessable 
income 

Gain = sale proceeds minus CPI-
adjusted cost base 

Tax rate Marginal rate on 50% of gain 
Marginal rate on indexed gain, 
subject to 30% minimum floor 

How split? 
A market valuation at 1 July 2027 
establishes the asset's value at that 
date 

Gain from that valuation to 
eventual sale is subject to new rules 

Pre-CGT assets (pre-
Sept 1985) 

Fully exempt — no gain recognised 
30% minimum tax on gains accruing 
from 1 July 2027 onwards 

New residential builds 50% discount available 
Taxpayer's choice: 50% discount OR 
new indexation method 

 

How the Gain Apportionment Works in Practice 
For any asset sold after 1 July 2027 that was held before that date, the total gain is split into two segments 
using a market valuation at 1 July 2027: 

• Segment 1 — Pre-July 2027 gain: cost base to 1 July 2027 market value → 50% discount applies → 
assessed at marginal rate 

• Segment 2 — Post-July 2027 gain: 1 July 2027 market value to eventual sale price → new indexation 
rules apply → 30% minimum tax floor 

This means obtaining a formal market valuation of assets at 30 June 2027 is not just useful — it is a 
mandatory compliance step for anyone who continues to hold assets past that date. 
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📊  Example 3: Investment Property 
— Mark & Lisa, bought 2010, sold Dec 
2028 

Under Old Rules Under New Rules 

Mark and Lisa bought an investment property in 2010 for $400,000. The property is valued at $820,000 
at 1 July 2027. They sell in December 2028 for $900,000. Marginal rate: 47%. CPI growth from July 2027 
to sale: approximately 3%. 

SEGMENT 1: Gain to 1 July 2027 — assessed under OLD rules (50% discount) 

1 July 2027 valuation $820,000 $820,000 

Original cost base $400,000 $400,000 

Pre-2027 nominal gain $420,000 $420,000 

50% discount applied $210,000 assessable 
$210,000 assessable (old rules 
retained) 

Tax on Segment 1 (47%) $98,700 $98,700 — SAME under both 

SEGMENT 2: Gain from 1 July 2027 to sale — assessed under NEW rules (indexation + 30% minimum) 

Sale price $900,000 $900,000 

Cost base for Segment 2 (CPI-indexed 
2027 value: $820k × 1.03) 

N/A $844,600 

Post-2027 indexed gain N/A $55,400 

Tax on Segment 2 (47% on $55,400 = 
$26,038; floor is 30% × $80k = $24,000) 

N/A 
$26,038 (marginal rate exceeds 
floor) 

TOTAL CGT COMPARISON 

Total CGT payable 
$117,500 (50% discount 
on full $500k gain) 

$124,738 (split method) 

Extra tax due to new rules Nil 
$7,238 more — because post-
2027 gain loses the discount 

 

 

📊  Example 4: High-Value Asset 
— Anna, commercial property 
bought 1998, sold 2029 

Under Old Rules Under New Rules 

Anna bought commercial property in 1998 for $200,000. Value at 1 July 2027: $1,600,000. She sells in 
2029 for $1,800,000. Marginal rate: 47%. CPI on $1.6M from 2027 to sale: ~3% = $48,000 indexed 
increase. 

SEGMENT 1: Gain to 1 July 2027 — OLD rules (50% discount) 

Pre-2027 gain ($1,600k – $200k) $1,400,000 $1,400,000 

50% discount → assessable $700,000 $700,000 (old rules preserved) 

Tax on Segment 1 at 47% $329,000 $329,000 

SEGMENT 2: Gain from 1 July 2027 to sale — NEW rules (indexation + 30% minimum) 

Post-2027 nominal gain ($1,800k – 
$1,600k) 

N/A $200,000 
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📊  Example 4: High-Value Asset 
— Anna, commercial property 
bought 1998, sold 2029 

Under Old Rules Under New Rules 

Indexed cost base ($1,600k + $48k 
CPI) 

N/A $1,648,000 

Indexed gain ($1,800k – $1,648k) N/A $152,000 

Tax: 47% × $152k = $71,440 vs floor: 
30% × $200k = $60,000 

N/A 
$71,440 (marginal rate exceeds 
floor) 

TOTAL CGT COMPARISON 

Total CGT payable 
$376,000 (50% discount on 
full $1.6M gain) 

$400,440 (split method) 

Extra tax due to new rules Nil 
$24,440 more — loss of 
discount on post-2027 gain 

 

 

📊  Example 5: Pre-CGT Asset — 
The Henderson Family Farm 
(acquired 1979) 

Under Old Rules Under New Rules 

The Henderson family has farmed land since 1979 — a pre-CGT asset fully exempt from capital gains tax. 
They intend to sell in 2030 for $5,000,000. Under the new rules, gains accruing FROM 1 July 2027 are 
taxable. The pre-2027 gain remains fully exempt. 

SEGMENT 1: Gain to 1 July 2027 — PRE-CGT, fully exempt 

All gains accrued before 1 July 2027 
Fully exempt (pre-
CGT asset) 

Still fully exempt — not affected by 
new rules 

1 July 2027 market valuation 
Not required (fully 
exempt) 

$4,200,000 — this becomes the NEW 
cost base for Segment 2 

SEGMENT 2: Gain from 1 July 2027 to sale — NEW rules (30% minimum tax) 

Sale price (2030) 
$5,000,000 — fully 
exempt (old rules) 

$5,000,000 

Cost base for Segment 2 (2027 
valuation, indexed) 

N/A ~$4,326,000 (CPI ~3% p.a. over 3 years) 

Post-2027 indexed gain N/A ~$674,000 

30% minimum tax on $800k nominal 
post-2027 gain = $240,000; 47% on 
$674k = $316,780 

N/A 
$316,780 (marginal rate exceeds the 
30% floor) 

CGT payable $0 — fully exempt ~$316,780 

Critical compliance action 
None — always 
exempt 

Obtain formal market valuation dated 
30 June 2027 — this is the cost base 
for future CGT 
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📊  Example 6: Should You 
Sell Before 1 July 2027? — 
David's Share Portfolio 

Under Old Rules Under New Rules 

David holds a share portfolio bought for $500,000. Current value is $900,000. He expects the portfolio to 
be worth $1,000,000 by end of 2027. Marginal rate: 47%. He considers selling in May 2027 (before the 
cut-off) vs. January 2028 (after). 

OPTION A: Sell May 2027 — entirely under OLD rules 

Total gain $400,000 $400,000 

50% discount → assessable $200,000 $200,000 

CGT payable at 47% $94,000 $94,000 

OPTION B: Sell January 2028 — gain SPLIT at 1 July 2027 

Value at 1 July 2027 (est.) N/A $960,000 

Segment 1 gain ($960k – $500k 
= $460k; 50% disc.) 

N/A $230,000 assessable → $108,100 tax 

Segment 2 gain ($1,000k – 
$960k nominal = $40k post-
2027) 

N/A 
Indexed gain ~$31k at 47% = $14,570 (floor: 
30% × $40k = $12k — marginal rate applies) 

Total CGT (Option B) N/A $122,670 

Extra tax for holding past 1 July 
2027 

$94,000 
$122,670 — $28,670 MORE for the extra 
$100k gain (plus loss of discount on that 
segment) 

 

Key Takeaway: The apportionment rule means the new regime is not retrospective — gains you 
have already made are protected. But every dollar of gain that accrues after 1 July 2027 on an 
existing asset loses the 50% discount. For assets approaching a natural sale point, modelling the 
timing carefully is essential. A 1 July 2027 valuation is a mandatory compliance step for any asset 
held past that date. 

Action Point: Obtain market valuations for significant investment assets by 30 June 2027. For 
clients considering a sale in the 2027–28 period, the comparison between selling before vs. after 
1 July 2027 should be modelled now — contact your adviser. 
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4. Negative Gearing — Restricted to New Builds 
 

 

From 1 July 2027, negative gearing for residential property is restricted to new builds only. Properties 
purchased after Budget night (12 May 2026) cannot offset rental losses against wages or other income — 
those losses are instead ringfenced and carried forward to offset future rental income or capital gains. 

What Changes — At a Glance 

Situation Deductibility of Rental Losses 

Properties held at Budget night (before 
12 May 2026) 

Fully grandfathered — no change whatsoever 

New build purchased after Budget night 
Full negative gearing retained — losses deduct against all 
income 

Established property purchased after 
Budget night 

Losses ringfenced — only deductible against future rental 
income or property capital gains 

 

 

📊  Example 6: Existing 
Investor — Paul, owns a 
rental property bought 2019 

Under Old Rules Under New Rules 

Paul has owned a rental property since 2019. He earns $120,000 in wages. His rental property generates 
a $14,000 annual loss (interest exceeds rent). 

Rental loss $14,000 $14,000 (no change) 

Deductible against wages? 
Yes — property is 
grandfathered 

Yes — fully grandfathered (bought before 
Budget night) 

Tax saving from deduction 
(37% bracket) 

$5,180 per year $5,180 per year — NO CHANGE 

Action required? None 
None — existing arrangements are 
protected 

 

 

📊  Example 7: New 
Purchase after Budget 
Night — Rachel buys 
existing apartment 

Under Old Rules Under New Rules 

Rachel buys an established apartment in August 2026 for $750,000. She earns $110,000 in wages. Her 
property generates a $12,000 annual rental loss. 

Annual rental loss 
$12,000 deductible vs 
wages 

$12,000 — ringfenced (NOT deductible vs wages) 

Tax saving in year 1 
(39% bracket) 

$4,680 saved on her 
tax bill 

$0 saved in year 1 — loss is carried forward 

Carried forward loss N/A 
Loss accumulates; deductible when property has net 
rental income OR on eventual sale 
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📊  Example 7: New 
Purchase after Budget 
Night — Rachel buys 
existing apartment 

Under Old Rules Under New Rules 

Impact on cash flow 
$4,680 less tax each 
year 

Cash flow impact of $4,680/year until property 
generates net rental income 

 

 

📊  Example 8: New Build 
Purchase — Tom buys off-
the-plan apartment, June 
2027 

Under Old Rules Under New Rules 

Tom buys a newly constructed apartment off-the-plan for $680,000. He earns $95,000 in wages. His 
annual rental loss is $10,500. 

Annual rental loss 
N/A (property not yet 
purchased) 

$10,500 — fully deductible vs wages 
(new build) 

Tax saving (32.5% bracket) N/A 
$3,413 tax saving per year — same as 
old rules 

Full negative gearing 
available? 

N/A 
YES — new builds retain full 
deductibility 

 

Action Point: Investors who have been planning to purchase an established investment property 
should urgently consider whether buying a new build is more advantageous under the new rules. 
The economic gap between new and established residential investment widens significantly from 
1 July 2027. 
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5. Discretionary Trusts — 30% Minimum Tax 
 

 

Effective date: 1 July 2028. Over 840,000 discretionary trusts are potentially affected. The roll-
over relief window to restructure opens 1 July 2027 and closes 30 June 2030 — but practical 
constraints mean planning must begin now. 

From 1 July 2028, a 30% minimum tax is levied at the trustee level on all discretionary trust distributions. 
Individual beneficiaries receive a non-refundable credit. Corporate beneficiaries receive no credit — creating 
effective double taxation. The measure is designed to remove the income-splitting advantage that 
discretionary trusts currently provide. 

How the Minimum Tax Works 
• Trustee pays 30% tax on the taxable income distributed from the trust 

• Individual beneficiaries (non-corporate) receive a non-refundable credit for the trustee's tax 

• If a beneficiary's marginal rate is already 30% or above, the total tax paid is roughly neutral 

• If the beneficiary's marginal rate is below 30% — e.g. a family member on $30,000 — the excess 30% 
is lost (non-refundable) 

• Corporate beneficiaries receive no credit — income is effectively taxed twice at the trustee level and 
again in the company 

 

 

📊  Example 9: 
Income Splitting — 
The Smith Family Trust 

Under Old Rules Under New Rules 

A family trust earns $200,000 profit. The trustee distributes $100,000 to the primary earner (James, 47% 
rate) and $100,000 to his adult student daughter Emma (0% rate — income below tax-free threshold). 

Distribution to James 
($100k, 47% rate) 

Tax: $47,000 
Trustee pays $30,000 | James gets $30k credit | James 
owes $47k – $30k = $17k top-up | Total: $47,000 

Distribution to Emma 
($100k, 0% rate) 

Tax: $0 (below 
threshold) 

Trustee pays $30,000 | Emma's tax liability: $0 | 
Credit of $30k is non-refundable — LOST | Total tax: 
$30,000 

Total tax on $200,000 $47,000 $77,000 

Extra tax paid due to 
new rules 

Nil $30,000 additional per year 

 

 

📊  Example 10: Distribution to 
a Company — Wilson Family 
Trust 

Under Old Rules Under New Rules 

A discretionary trust distributes $100,000 to a corporate beneficiary (a holding company at 30% tax 
rate). The company later pays a dividend to the individual shareholder (47% rate). 

Trustee-level tax (30% — NO 
CREDIT for company) 

$0 trustee tax 
$30,000 paid by trustee — no credit 
flows to company 

Income in company ($100,000 – 0 
credit) 

$100,000 × 30% = $30,000 
company tax 

$100,000 × 30% = $30,000 company 
tax (on top of trustee tax) 
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📊  Example 10: Distribution to 
a Company — Wilson Family 
Trust 

Under Old Rules Under New Rules 

Total tax at company level $30,000 
$60,000 (trustee $30k + company 
$30k) 

Effective tax rate on income 
before shareholder 

30% 60% 

On further distribution to 
individual (47%) 

Top-up of 17% on franked 
dividend 

Significant further tax depending on 
credit treatment 

 

 

📊  Example 11: Business 
Owner — Angela runs a 
trade business in a trust 

Under Old Rules Under New Rules 

Angela is a sole director/worker of a plumbing business operated through a discretionary trust. The trust 
earns $200,000 net profit. Angela distributes $100,000 to herself (47% rate) and $100,000 to her spouse 
who earns $30,000 from other work. 

Angela's distribution ($100k 
at 47%) 

Tax: $47,000 
Trustee $30k tax → Angela owes top-up of $17k 
→ total $47,000 (unchanged) 

Spouse distribution ($100k, 
combined $130k income) 

Tax on $100k extra at 
39% = $39,000 

Trustee pays $30k → spouse's marginal rate on 
$130k is 39% → top-up $9k → total $39,000 
(unchanged) 

Outcome for Angela and 
spouse 

Total tax: $86,000 
Total tax: $86,000 (largely unchanged for higher 
earners) 

BUT: If Angela paid herself $100,000 salary instead of a trust distribution — she avoids the 30% trustee 
tax entirely (wages are excluded from the minimum tax). 

Better structure for 
working owners 

Trust distribution 
Salary/wages to working beneficiaries — avoids 
30% trustee tax entirely 

 

Roll-Over Relief — The Restructuring Window 
The Government will allow restructuring from discretionary trusts into companies or fixed trusts without 
adverse income tax or CGT consequences, for a three-year window from 1 July 2027 to 30 June 2030. 
However, significant obstacles exist: 

• Stamp duty: Land-rich trusts face potentially large State-based stamp duty costs on restructure — 
these are NOT waived by the Commonwealth relief 

• Timing: Completing a restructure takes 12–24 months of planning, accounting, legal, and stamp duty 
work 

• Start now: Clients who wish to use the roll-over relief must begin planning in 2025–2026 to be ready 
when the window opens 

Action Point: If you operate through a discretionary trust, contact your adviser immediately to 
model your specific distribution strategies under the new 30% trustee tax. For many structures, 
paying working family members a salary rather than a distribution is a straightforward and 
effective response. 

  



FEDERAL BUDGET 2026–27  |  Client Advisory    Confidential — For Client Use Only 

This document is general information only and does not constitute advice.   |   Page 14 of 21 

6. Business Tax — Targeted Relief and Innovation 
 

 

Alongside the structural reforms, the Budget includes a meaningful package of business-friendly measures 
designed to support cash flow, investment, and innovation. 

Loss Carry-Back — Restored from 1 July 2026 
Companies with global turnover below $1 billion can carry back a current-year tax loss and offset it against 
tax paid in the prior two income years, generating a refund. Up to 85,000 companies are expected to benefit. 

 

📊  Example 12: Loss 
Carry-Back — Dining Co 

Under Old Rules Under New Rules 

Dining Co is a restaurant company with $1M turnover. It earned $50,000 taxable profit in 2025–26 and 
paid $12,500 tax (25% rate). In 2026–27, after purchasing new kitchen equipment using the IAWO, it 
records a $15,000 tax loss. 

Tax paid in 2025–26 $12,500 $12,500 (unchanged) 

Tax loss in 2026–27 
Loss is carried forward — no 
immediate benefit 

$15,000 loss eligible for carry-back 
refund 

Carry-back tax refund (25% 
× $15,000) 

$0 refund 
$3,750 cash refund in the current 
year 

Benefit 
Must wait years for deferred 
benefit 

Immediate cash flow injection for 
the business 

 

$20,000 Instant Asset Write-Off — Made Permanent from 1 July 2026 
Small businesses (turnover up to $10 million) can immediately deduct assets costing less than $20,000 each. 
Previously a temporary measure that required annual renewal, it is now permanent — giving businesses 
confidence to invest. 

 

📊  Example 13: Instant Asset 
Write-Off — Sarah's Physio 
Practice 

Under Old Rules Under New Rules 

Sarah runs a physiotherapy practice with $3M annual turnover. In 2026–27, she purchases a new 
ultrasound machine ($18,500), new treatment table ($4,200), and laptop ($1,900). Total: $24,600 across 
three assets (each under $20,000). 

Assets purchased 
Depreciated over 5–10 
years 

Each item immediately deducted 
in full 

Total deduction claimed in 2026–27 
~$4,000 (first-year 
depreciation) 

$24,600 full deduction in year 1 

Tax saving (25% tax rate on extra 
$20,600 deduction) 

~$1,000 $6,150 in year 1 

Cash flow benefit Spread over years 
Immediate — Sarah gets her 
money back faster 
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R&D Tax Incentive — Threshold Rises from 1 July 2028 
The SME threshold for the higher, refundable R&D offset rises from $20M to $50M annual turnover — 
bringing more middle-market businesses into the concessional regime for the first time. 

 

📊  Example 14: R&D Tax 
Incentive — TechBuild Pty 
Ltd ($35M turnover) 

Under Old Rules Under New Rules 

TechBuild develops proprietary construction software. Its annual turnover is $35M and it spends 
$800,000 on eligible core R&D activities. 

Previous R&DTI eligibility 
(turnover > $20M threshold) 

Non-refundable 38.5% 
offset only 

Now eligible for refundable 48.5% offset 
(turnover under new $50M threshold) 

R&DTI benefit on $800,000 
spend 

$308,000 non-
refundable offset 

$388,000 refundable offset 

Difference 
Benefit only usable 
against tax owing 

$80,000 more AND refundable if in tax loss 
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7. Fringe Benefits Tax & Electric Vehicles 
 

 

The Government is transitioning the electric vehicle FBT exemption to a 25% discount, reflecting the maturing 
EV market. Critically, existing arrangements are grandfathered — meaning there is a strong incentive to 
commence salary packaging arrangements before 1 April 2029. 

EV FBT Transition Timeline 

Vehicle value Arrangement commenced FBT treatment 

≤ $75,000 Before 1 April 2029 
Full FBT exemption — grandfathered for life 
of arrangement 

≤ $75,000 From 1 April 2029 25% FBT discount applies (FBT is not nil) 

$75,001 to fuel-
efficient LCT 
threshold 

1 April 2027 – 31 March 
2029 

25% FBT discount 

All eligible EVs From 1 April 2029 25% discount universally 

 

 

📊  Example 15: EV Salary 
Packaging — Ben, $130,000 
salary, sub-$75k EV 

Under Old Rules Under New Rules 

Ben's employer offers novated leasing. He packages a $68,000 EV. Annual car costs (lease, insurance, 
running) total $22,000. Ben's marginal rate is 39%. Arrangement commences before 1 April 2029. 

FBT on EV (arrangement before 1 
April 2029) 

Taxable value × 47% FBT rate Full exemption — $0 FBT 

Pre-tax salary packaged N/A 
$22,000 per year funded from pre-
tax salary 

Tax saving (39% on $22,000) After-tax cost: $22,000 
After-tax cost: $13,420 (saves 
$8,580 per year) 

Same arrangement started AFTER 
1 April 2029 

Full exemption — $8,580 
annual saving 

25% FBT discount — saving 
reduces significantly 

 

Action Point: Employees considering an EV novated lease should commence the arrangement 
before 1 April 2029 to lock in the full FBT exemption for the life of the lease. For a typical 3–5 
year lease on a sub-$75,000 EV, this could be worth $25,000–$43,000 in tax savings over the 
term. 
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8. Tax Integrity & Simplification 
 

 

Foreign Resident CGT — Tightened 
The definition of taxable Australian real property is being expanded and the principal asset test is 
strengthened from a point-in-time test to a 365-day test. This is aimed at arrangements designed to avoid 
CGT on disposal of Australian assets by foreign residents. Retrospective changes apply from 12 December 
2006 for the definition of 'real property'. 

Pillar Two — Global Minimum Tax (from 1 January 2026) 
Australia is implementing the OECD/G20 Pillar Two framework, ensuring large multinationals pay a minimum 
effective tax rate of 15% on income in each jurisdiction. This is relevant for multinational groups with 
Australian operations or holding structures, and those using low-tax offshore arrangements. 

Simplified Tax Administration 
• PAYG instalments — businesses can opt into monthly reporting from 1 July 2027, improving cash flow 

management and reducing large year-end tax bills 

• ATO dynamic instalment pilot — business software pre-fills and automates instalment calculations 

• Payroll tax administration — Government to work with states on simplifying compliance 

• 'Tell-us-once' digital identity — $654.3 million for Digital ID to simplify government interactions 

Passenger Movement Charge 
Increases by $10 (from $70 to $80 per passenger) from 1 January 2027. Businesses with frequent 
international travel for employees or clients should factor this into travel budgets. 
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9. Superannuation — Unchanged but Not Immune 
 

 

The 2026–27 Budget contains no direct changes to superannuation contribution limits, tax rates, or pension 
settings. Superannuation funds are explicitly excluded from the new 30% minimum trust tax and the CGT 
minimum tax regime. This reinforces the relative tax efficiency of superannuation as a long-term wealth 
vehicle. 

Why Super Just Got More Attractive 
 

📊  Example 16: Trust vs 
Super — Where Should 
Profits Go Now? 

Under Old Rules Under New Rules 

A business earns $100,000 profit. The owner (47% marginal rate) considers two options: distribute via 
the discretionary trust to a low-income spouse, OR direct the money into superannuation instead. 

Option A: Trust distribution 
to spouse ($30k other 
income) 

Tax on distribution: 
~$7,000 (spouse's 
marginal rate) 

Trustee pays $30,000 | Spouse's tax ~$7k | 
Credit $30k non-refundable | Extra tax: 
$23,000 lost 

Option B: Concessional super 
contribution (owner) 

Not compared 
15% contributions tax on $27,500 = $4,125 
| No extra tax 

Tax on Option A (trust to 
spouse) 

~$7,000 $30,000 — a $23,000 increase 

Tax on Option B (super 
contribution) 

N/A $4,125 — and grows tax-free in fund 

Conclusion 
Trust was often the most 
tax-efficient route 

Super is now significantly more attractive 
than trust distributions to low-income 
beneficiaries 

 

Other Indirect Impacts 
• SMSF assets excluded from the new CGT minimum tax — assets inside super continue to benefit 

from the 15% earnings rate (10% on long-term gains) 

• Venture capital programs expand — SMSFs and APRA-regulated funds may access new ESVCLP/VCLP 
investment opportunities with larger fund sizes and longer investment periods 

• The super performance test will be strengthened — may affect how APRA-regulated funds construct 
their portfolios 

Action Point: The tax burden on discretionary trust distributions has increased materially from 
2028. Maximising concessional superannuation contributions is now more compelling — review 
your caps and contribution strategy with your adviser. 
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10. Fuel Security, Housing & Cost of Living 
 

 

$14.8 Billion Fuel Security Package 
The Government's Strengthening Australia's Fuel Resilience Package is the largest peacetime intervention in 
Australia's fuel supply chain: 

• $7.5bn Fuel and Fertiliser Security Facility — international supply secured; 450M+ litres of diesel and 
100M litres of jet fuel already secured 

• $3.2bn Australian Fuel Security Reserve — 1 billion litres held in a government-controlled buffer, 
bringing total reserves to 50 days 

• 20% domestic gas reservation from 1 July 2027 — LNG exporters must supply a share of production 
domestically 

• $1bn NRF interest-free loans — for manufacturing and logistics businesses under cash flow pressure 

Temporary Fuel Excise Cut 
Excise on petrol and diesel was halved from 52.6 cents to 20.6 cents per litre for three months from 1 April 
2026. For a typical Australian driving 15,000 km per year in a 6L/100km vehicle, this saved approximately 
$285 in excise and GST over the three months. 

Housing — $47 Billion Total Agenda 
• $2bn Local Infrastructure Fund — up to 65,000 new homes unlocked via last-mile infrastructure 

funding 

• CGT + negative gearing reforms — projected to support 75,000 additional owner-occupiers over the 
decade 

• Foreign buyer ban on established homes extended to mid-2029 

• $59.4M for youth homelessness housing (4,000+ young people aged 16–24) 

Healthcare 
• $25bn additional for public hospitals — record $220.3bn over five years 

• $1.8bn to make Medicare Urgent Care Clinics permanent — 137 clinics, almost 3M free visits 
delivered 

• $5.9bn for new and amended PBS listings, including cystic fibrosis, kidney disease, and cancer 
treatments 
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11. Key Reform Dates — Your Action Timeline 
 

 

Date Measure Who is Affected 

12 May 2026 (immediate) 
Negative gearing restriction for new 
established property purchases 

Property investors 
buying after Budget 
night 

12 May 2026 (immediate) 
Existing VC investor program closed to new 
applications 

VC fund investors and 
fund managers 

1 July 2026 
$20,000 Instant Asset Write-Off made 
permanent 

Small businesses 
(turnover < $10M) 

1 July 2026 
Loss carry-back restored for eligible 
companies 

Companies with recent 
losses 

1 July 2026 $1,000 instant tax deduction commences 
All individual wage 
earners 

1 July 2027 
CGT reform: 30% minimum tax, indexation 
replaces 50% discount 

All investors with 
assets held 12+ 
months 

1 July 2027 
Pre-CGT assets subject to 30% minimum tax 
on future gains 

Owners of pre-1985 
assets 

1 July 2027 
Negative gearing losses ringfenced for 
established property 

Investors in 
established residential 
property 

1 July 2027 
Working Australians Tax Offset ($250) 
commences 

All Australian workers 

1 July 2027 
Domestic gas reservation commences (20% 
for Australian users) 

Energy-intensive 
businesses and gas 
users 

1 April 2027 EV FBT 25% discount for vehicles > $75,000 
Employers/employees 
with high-value EVs 

1 July 2027 – 30 June 2030 
Roll-over relief window for trust 
restructuring 

All discretionary trust 
owners considering 
restructure 

1 January 2027 Passenger Movement Charge rises to $80 
International business 
travellers 

1 July 2028 
Discretionary trust 30% minimum tax 
commences 

All discretionary trust 
holders 

1 July 2028 
R&DTI reforms — new eligibility rules and 
thresholds 

Businesses claiming 
R&D tax offsets 

1 July 2028 
Loss refundability for qualifying start-up 
companies 

New start-ups 
(turnover < $10M, first 
2 years) 
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Date Measure Who is Affected 

1 April 2029 
Full EV FBT exemption ends for new sub-
$75k arrangements 

New EV salary 
packaging commenced 
after this date 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Disclaimer 
 

 

This document has been prepared for general information purposes only and is based on publicly available 
information, including the 2026–27 Federal Budget papers and commentary published by Pitcher Partners (as 
at 12–13 May 2026). It does not constitute financial, taxation, legal, or investment advice and should not be 
relied upon as such. 

The measures outlined in this document are subject to legislative enactment and may be amended or 
abandoned prior to taking effect. All worked examples are illustrative only and use simplified assumptions for 
clarity. Actual outcomes will vary depending on individual circumstances, asset values, income levels, and 
applicable rates. 

You should seek professional advice specific to your circumstances before making any decisions based on this 
information. Neither the author nor the firm accepts any liability for loss or damage arising from reliance on 
this document. Liability is limited by a scheme approved under Professional Standards Legislation. 

 


