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The 2021-22 Federal Budget is focussed on 
“securing Australia’s recovery”. The Budget 
aims to create jobs, guarantee essential 
services and build a more resilient and 
secure Australia. It will do so with:

• Personal income tax cuts; 
• Business tax incentives; 
• New apprenticeships and training places; 
• More infrastructure; and 
• Record funding for schools, hospitals, 

aged care, mental health and the NDIS. 

From a new car retailer perspective the 
highlights are the extension of investment 
incentives for another year and the income 
tax cuts for low and middle income 
Australians. Both measures will inject 
confidence in both consumers and 
businesses which should result in enhanced 
economic activity and hopefully increased 
sales for new car Dealers. The Government 
is also committing significant funds to 
supporting apprenticeship places and 
training in areas of skill shortages. There are 
a range of other measures aimed at 
boosting labour market participation. 

SUMMARY
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ECONOMIC OUTLOOK

The strong economic recovery has improved 
Australia’s fiscal position. Over the next four 
years, the deficit will nearly halve as a 
stronger economy improves the bottom line. 
The underlying cash deficit in 2021-22 is 
expected to be 106.6 billion. 

This is expected to improve over the forward 
estimates to a $57 billion deficit.

The outlook for the economy shows a 
miraculous economic recovery considering 
the disruption brought on by the pandemic. 
The Australian economy is forecast to grow 
by 4.25% in 2021-22 with growth of around 
2.5% over the forward estimates. 

Unemployment is estimated decline to 5% 
this financial year, which is substantially 
lower than initial forecasts and 
encouragingly it reduces even further, 
edging to around 4.5% in 2024-25. 
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TEMPORARY FULL EXPENSING 
EXTENSION 

Temporary full expensing will be extended 
to allow eligible businesses with aggregated 
annual turnover or total income of less than 
$5 billion to deduct the full cost of eligible 
depreciable assets of any value, acquired 
from 7:30pm AEDT on 6 October 2020 and 
first used or installed ready for use by   
30 June 2023. 

The 12-month extension will provide eligible 
businesses with additional time to access 
the incentive. All other elements of 
temporary full expensing will remain 
unchanged. From 1 July 2023, normal 
depreciation arrangements will apply. 

The extension is welcome news particularly 
given uncertainty driven by the ongoing 
supply issues in our sector, which may have 
affected the requirement for the equipment 
to be in use by the required date.  

TEMPORARY LOSS CARRY-BACK 
EXTENSION

Temporary loss carry back also being 
extended to include the 2022-23 income 
year. 

The extension will allow eligible companies 
to carry back (utilise) tax losses from the 
2022-23 income year to offset previously 
taxed profits as far back as the 2018-19 
income year when they lodge their 2022-23 
tax return. Loss carry-back encourages 
businesses to invest, utilising the 2021-22 
Budget measure titled Temporary Full 
Expensing Extension by providing eligible 
companies earlier access to the tax value of 
losses generated by full expensing 
deductions. 

Companies with aggregated turnover of less 
than $5 billion are eligible for temporary loss 
carry-back. The tax refund is limited by 
requiring that the amount carried back is not 
more than the earlier taxed profits and that 
the carry-back does not generate a franking 
account deficit. Companies that do not elect 
to carry back losses under this measure can 
still carry losses forward as normal. 

BUDGET MEASURES
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PERSONAL INCOME TAX CUTS

To increase household disposable income 
and support the economic recovery, the 
Government will retain the low and middle 
income tax offset (LMITO) in 2021-22 to 
provide $7.8 billion in targeted support to 
around 10.2 million low- and middle-income 
earners. 

This will provide a further tax cut of up to 
$1,080 for individuals or $2,160 for dual 
income couples, with the maximum benefit 
going to individuals with taxable incomes 
between $48,000 and $90,000. 

Treasury estimates this measure will boost 
GDP by around $4.5 billion in 2022-23 and 
will create an additional 20,000 jobs by the 
end of 2022-23. 

  

BOOSTING APPRENTICESHIP 
COMMENCEMENTS WAGE SUBSIDY — 
EXPANSION 

The Government will provide an additional 
$2.7 billion over four years from 2020-21 to 
expand the Boosting Apprenticeship 
Commencements wage subsidy to further 
support businesses and Group Training 
Organisations to take on new apprentices 
and trainees.

This measure will uncap the number of 
eligible places and increase the duration of 
the 50% wage subsidy to 12 months from the 
date an apprentice or trainee commences 
with their employer. From 5 October 2020 to 
31 March 2022, businesses of any size can 
claim the Boosting Apprenticeship 
Commencements wage subsidy for new 
apprentices or trainees who commence 
during this period. Eligible businesses will be 
reimbursed up to 50% of an apprentice or 
trainee’s wages of up to $7,000 per quarter 
for 12 months.
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JOBTRAINER FUND — EXTENSION 

The Government will provide $506.3 million 
over two years from 2021-22 to extend the 
JobTrainer Fund. 

This includes an additional $500.0 million in 
funding for the National Partnership 
Agreement on the JobTrainer Fund, to be 
matched by contributions from the states 
and territories, to deliver around 163,000 
additional low fee and free training places in 
areas of skills need, including 33,800 
additional training places to support aged 
care skills needs and 10,000 places for 
digital skills courses. 

Eligibility for the Fund will be expanded to 
include selected employed cohorts that are 
continuing to be affected by COVID-19. This 
measure also includes $6.3 million for a 
campaign to encourage take-up of training 
opportunities.

MANDATORY FRANCHISE DISCLOSURE 
REGISTRY 

The Government will provide $4.3 million 
over four years from 2021–22 to design and 
implement a Franchise Disclosure Registry 
to enable prospective franchisees to make 
an informed decision before entering a 
franchise agreement.

MOTOR VEHICLE SERVICE AND REPAIR 
INFORMATION SHARING SCHEME 

The Government will provide $9.9 million 
over five years from 2020-21 (and   
$1.2 million per year ongoing) to the 
Australian Competition and Consumer 
Commission to support the implementation 
of the Mandatory Motor Vehicle Service and 
Repair Scheme. 

Funding for this measure has already been 
provided for by the Government.

EXTENDING THE AUTOMOTIVE 
RESEARCH AND DEVELOPMENT TARIFF 
CONCESSION 

The Government is supporting innovation in 
the automotive sector by extending the 
automotive research and development tariff 
concession for a further four years until   
30 June 2025. The extension took effect on 
1 April 2021. 

Companies that are registered under the 
Automotive Transformation Scheme Act 
2009 as at 31 December 2020 will continue 
to be able to claim a tariff concession of up 
to five per cent on the value of imports used 
for automotive research and development in 
Australia. 

This measure is estimated to decrease 
receipts by $1.7 million over the forward 
estimates period.
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AUTOMOTIVE TAXES

Luxury Car Tax

Disappointingly, the Luxury Car Tax (LCT) 
remains on the books. Since the 2020-21 
Budget, luxury car tax (LCT) receipts have 
been revised up $260 million in 2020-21 
and $480 million over the four years to 
2023-24. 

LCT receipts are forecast to increase by  
40.3% in 2020-21 but decrease by 15.0% in 
2021-22. This is consistent with stronger-
than-expected purchases of motor vehicles 
in the current year, but the expectation is 
that this will moderate in the latter years of 
the forward estimates.

Passenger Vehicle Tariff 

The passenger vehicle tariff remains on the 
books but declines dramatically in 2022-23 
and beyond. While there is no explanation 
for this, the likely reason is that Treasury has 
factored in a Free Trade Agreement with the 
EU and/or the UK in the coming years. 
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