
 FEDERAL BUDGET 2022

AT A GLANCE

“As we emerge 
from the pandemic, 
we are building an 

even stronger, more 
secure and confident 

Australia.” 
Treasurer Josh Frydenberg

$78bn
Budget deficit for 2022-23

(3.4% of GDP)

4.25%
Real GDP growth 

for 2022-23 

$120bn
10-year infrastructure
investment pipeline
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$714.9bn
Net debt for 2022-23 
(31.1% of GDP)

$9.9bn 
In offensive and defensive 
cyber capabilities

$1.3bn
Package to end violence 
against women 
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The relative importance of Budget measures is often indicated not by the headline but by their revenue impact. This year, the standouts are the 
reduction in fuel excise and the increase in low and middle income tax offset (LMITO). However, also vitally important is the extra $652M in funding for 
ATO tax audits. This additional funding was wholly expected in light of the budget deficits that the country faces. Also, take careful note of the proposed 
start date of the following proposals. Query whether they will be delivered, given the likelihood of a May 2022 election.

SMALL BUSINESS TECHNOLOGY INVESTMENT 
BOOST

The government will introduce a technology investment boost 
from 29 March 2022 until 30 June 2023 for small businesses 
(less than $50m aggregated turnover). It will allow a 120% tax 
deduction for expenses and depreciating assets to support 
digital adoption. This includes cyber security systems, cloud-
based software services and portable payment devices, 
capped at $100,000 per annum of eligible expenditure. For 
expenditure in the 2022 year, the deduction will be included 
in the 2023 tax year,  expenditure in the 2023 tax year will be 
claimed in that year.

SKILLS & TRAINING BOOST

Small business will be able to claim 120% of the cost of 
eligible courses to train new employees, or to upskill existing 
employees from 29 March 2022 until 30 June 2024. Courses 
must be provided by external providers registered in Australia. 
Presumably, the exclusion of in-house training is designed to 
minimise the cost of this concession.

PATENT BOX CONCESSIONS

A patent box concession refers to a corporate tax rate of 17%, 
rather than the small business rate of 25% of the large business 
rate of 30%, on eligible income derived from the exploitation 
of qualifying intellectual property. The estimated impact of the 
Budget measures on the collection of tax revenue is minimal, 
in part because companies involved in such innovation 
typically have tax losses and it commonly takes many years to 
get a product to market. Then, if a company pays a lower rate 
of tax, its ability to pay franked dividends is reduced. 

Medical and biotechnology patents issued after 11 May 2021 
are to be eligible, in line with the media release of 10 February 
2022. In addition, eligible patents granted or issued after 29 
March 2022, which are linked to certain listed agricultural and 
veterinary chemical products, are to qualify. This could impact 
income years starting on or after 1 July 2023. Patents granted 
in relation to certain low emissions technologies are also to 
qualify and the same dates apply.

COVID TEST DEDUCTIONS

The cost of work related Covid tests is to be income tax deductible and exempt 
from  FBT, according to the media release of 2 February 2022. Beware, the devil 
will be in the detail, so we await the legislation with interest.

MODERNISING COMPANY PAY AS YOU GO (PAYG) INSTALMENTS 
SYSTEM

It is proposed that companies be able calculate their instalments based on 
current financial performance extracted from the businesses accounting 
software. The target start date is 1 January 2024.  

REPORTING OF TRUST INCOME

It is proposed that from 1 July 2024 trust and beneficiary income reporting and 
processing be digitised, to allow more pre-filling of tax returns and automating 
ATO assurance processes. It is expected that this will bring forward trust 
accounts and tax return preparation, putting further pressure on taxpayers and 
tax agents.

LOW & MIDDLE INCOME TAX 
OFFSET
The increased LMITO will be paid 
from 1 July 2022 when individual 
tax returns are submitted. It 
will increase by $420 per year 
to a maximum of $1,500 for 
individuals, phasing out to nil at a 
taxable income of $126,000. 

TEMPORARY 
CUT TO FUEL 
EXCISE TAX

Consumers will benefit from a reduction in fuel 
prices as a result of a reduction in petrol and 
diesel excise from 30 March to 28 September 
2022. The current rate of $0.442 per litre is to be 
reduced to $0.221 per litre. There is also to be 
a 50% reduction in the excise (or equivalent) on 
other fuels, except aviation fuel. 

SUPERANNUATION 
The 50% temporary reduction in 
the minimum pension drawdown 
required from superannuation 
funds is to be extended for a 
further year to 30 June 2023. 
This will be well received by 
those wanting to maintain their 
superannuation balances.
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Contact us

Disclaimer:  The information provided in this document is for general information only and should not be relied upon as advice.  Any reader wishing to act upon the material 
should first contact our office for professional advice, which will take into account your own specific circumstances. No responsibility is accepted for any action taken without 
advice by readers of the material contained herein.

If you would like more information, please contact:

 � Hockridge Advisory: 0427 013 080 or paul@hockridgeadvisory.com.au

 � Trident Financial Group:  03 9899 4036 or admin@tridentfinancial.com.au

www.hockridgeadvisory.com.au   |   www.tridentfinancial.com.au

PROPERTY AND CONSTRUCTION

Dwelling investment is forecast to grow by 5% in FY2022 and a further 
3.5% in FY2023. Low interest rates, rising housing prices and government 
incentives, such as the HomeBuilder program, have contributed to a 
record pipeline of work in the sector.

BUSINESS INVESTMENTS
New business investment outlook is strong, forecast to grow by 5.5% in 
FY2022, 9% in FY2023 and 1% in FY2024, supported by recovery in the 
domestic economy, business tax incentives and strong business balance 
sheets. 

PUBLIC FINAL DEMAND
New public final demand driven by COVID-19 related expenditure 
such as vaccines, PPE and RATs forecast to rise to 7.5% in FY2022, 
1.25% in FY2023 and 1.5% in FY2024.

UNEMPLOYMENT & LABOUR GROWTH
 � Displayed resilience through the pandemic and recovered 

strongly.

 � Unemployment fell to 4% and is expected to fall further to 3.75% 
in the September 2022 quarter.

 � Wages growth expected to build over the forecast period.

 � Consumer price inflation expected to remain elevated in the 
near term due to fuel prices, Russian invasion of Ukraine, supply 
chain issues, recent floods impacting food prices, new dwelling 
purchases and tradeable goods. Beyond the near term, inflation 
is expected to moderate. 

INTEREST RATES
It remains to be seen what the Reserve Bank will do in relation to 
interest rates but a modest incease in the short to medium term 
would not come as a surprise,

AUSTRALIAN DOLLAR
We make no comment on the likely movement in the Australian 
dollar as that would be highly speculative.

CHANGES TO EMPLOYEE SHARE 
SCHEME 

The Employee Share Scheme (ESS) changes will see the 
scrapping of the cap on the value of shares that can be 
issued to non-C-suite employees, replaced by a fixed 
cap on the amount that employees pay for them. 

This is designed to help unlisted start-ups attract talent 
by allowing skilled staff the ability to have a significant 
ownership stake in a business. As a summary:

 � Unlimited number of shares of unlimited value can 
be offered provided the employee is not charged 
more than $30,000 a year.

 � No monetary cap applies where an employee can 
profit from the sale of a business or an initial public 
offering (IPO). In these instances, an employee may 
pay any amount for shares under an ESS provided 
the shares are sold for a realised profit shortly 
afterwards.

Unlisted companies are to benefit from onerous red tape 
obligations with simplified disclosure rules. An employer 
will not have to provide a disclosure statement for shares 
offered at no cost under an ESS. Purchases of shares or 
options will only require a simplified disclosure. No start 
date was announced.

MARKET UPDATE

NET EXPORTS
Exports are driven heavily by mining, services (education) and rural. Growth in goods and tourism exports is more than offset by strong goods 
imports, while education exports remain depressed in FY2022. Drag on growth expected to increase in FY2023 and moderate by FY2024 
as continued strength in goods and services imports is partially offset by strengthening services exports, as the recovery in tourism and 
education gathers pace.

Mining exports

 � Forecast to grow by 2% in FY2022 and 5% in FY2023 as production disruptions ease and production increases at new iron ore mines. 2.5% 
projected growth in FY2024 consistent with the slow-down in productive capacity growth.

Service exports 

 � Expected to fall in FY2022 and grow strongly in FY2023 and FY2024, reflecting changes in restrictions on Australia’s international borders 
and increased international travel. 

Rural exports 

 � Forecast to increase by 23.5% in FY2022 due to 2 consecutive years of very large grain harvests. The recent floods in QLD and NSW 
have destroyed crops and impacted herds causing downside risk to exports in the short term however, the long run average remain at 
elevated levels.

AFFORDABLE HOUSING & HOME OWNERSHIP

The government is expanding its first home buyers scheme, where 
eligible people need only a 5% deposit to buy a house with no 
lenders mortgage insurance.

This will expand the scheme from 10,000 places up to 35,000 places 
a year for eligible applicants.


