
Federal Budget 2018: 
What you need to know

Tax changes

Seven-year personal income tax plan
The government’s three-point plan for personal income tax 
reform will be delivered over the next seven years as follows.

Stage 1 from 2018–19:
 • A new Low and Middle Income Tax Offset (LMITO) worth up to 
$530 p.a. will be introduced, in addition to the current Low 
Income Tax Offset (LITO). 

 • The top threshold for the 32.5% personal income tax bracket 
will increase from $87,000 to $90,000. 

Stage 2 from 2022–23: 
 • The top threshold for the 19% personal income tax bracket 
will increase from $37,000 to $41,000.

 • The top threshold for the 32.5% personal income tax bracket 
will increase from $90,000 to $120,000.

 • The LITO will increase from $445 to $645.

Stage 3 from 2024–25:
 • The 37% personal income tax bracket will be removed.

 • The top threshold for the 32.5% personal income tax bracket 
will increase from $120,000 to $200,000.

What this could mean for you
If you’re eligible for the LMITO, it will be available each year from 
the 2018–19 financial year until the 2021–22 financial year. 
You’ll receive the payment as a lump sum after lodging your 
tax return.

For more information about the proposed changes to tax 
thresholds and offsets, speak to your accountant.

Maintaining the Medicare Levy at 2%
In the 2017–18 Federal Budget, an increase in the Medicare 
Levy rate from 2% to 2.5% of taxable income was announced, 
which was legislated to take effect on 1 July 2019. However, 
the government has confirmed it will not proceed with this 
initiative and the Medicare Levy will remain at 2%. 

What this could mean for you
It was expected that the increased Medicare Levy would also 
cause increases to other tax rates linked to the top personal 
tax rate, including fringe benefits tax. As the Medicare Levy is 
remaining unchanged, these consequential increases won’t 
take effect.

Increasing the Medicare Levy’s 
low-income thresholds
As of 1 July 2018, the government will increase the Medicare 
Levy’s low-income thresholds for singles, families, seniors and 
pensioners for the 2017–18 income year.

What this could mean for you
You won’t be charged the Medicare Levy if your taxable income 
is below the following thresholds: 

2016–17 2017–18

Taxpayers entitled to seniors and pensioner tax offset

Individual $34,244 $34,758

Married or sole parent $47,670 $48,385

For each dependent child or student, add: $3,356 $3,406

All other taxpayers

Individual $21,655 $21,980

Couple/sole parent (family income) $36,541 $37,089



Extending accelerated depreciation 
for small businesses
From 1 July 2018, the government will extend the existing 
$20,000 instant asset write-off by a further 12 months to 
30 June 2019 for businesses with aggregated annual turnover 
less than $10 million. 

Assets valued at $20,000 or more that cannot be immediately 
deducted can still be placed into the small business simplified 
depreciation pool. These assets can be depreciated at 15% 
in the first income year and 30% each income year thereafter. 
The pool can also be immediately deducted if the balance is 
less than $20,000 over this period (including existing pools).

What this could mean for you 
Under this measure, small businesses will be able to 
immediately deduct purchases of eligible assets costing less 
than $20,000 that are installed and ready for use before 
30 June 2019.
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