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Introduction

With Treasurer Frydenberg set to hand down the 2019-20 federal 
budget on 2 April, and a May 2019 federal election expected to 
be called shortly afterwards, a comparison of the fiscal policies of 
the Coalition and the Australian Labor Party (“ALP”) yields some 
similarities, but some notable differences.

This report considers the major parties’ approach to tax policy 
matters side-by-side, including policy announcements, bills 
currently before parliament and current Treasury consultations that 
are based on a stated government policy intention.

The government’s December 2018 mid-year economic and fiscal 
outlook (“MYEFO”) included a line item for “Decisions taken but 
not yet announced” which were expected to reduce government 
revenues by $9 billion over the four years to 30 June 2022. The 
nature of these measures remains unknown at the time of writing, 
and therefore the prospect of these measures should be added to 
the government’s currently announced policies.

If, as expected, an election were to be called for May 2019, then 
only two scheduled Senate sitting days (2 and 3 April) would 
remain before parliament rose for the election. It is reasonable to 
expect that only those tax-related bills which were of the highest 
priority for the government would be capable of being passed 
during that short window.
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The road to an election

Event Timing

Announcement of 2019-20 federal budget 2 April

Last scheduled Senate sitting day for April 2019 3 April

Dissolution of the House of Representatives and 
commencement of caretaker mode of government. 
Lapse of all Bills that have not passed both chambers. 

A date (A-Day) following 2 April budget

Issue of the writs for the election Not later than A-Day +10

Issue of Pre-election Economic and Fiscal Outlook 
(PEFO) by Treasury and the Department of Finance. Not later than A-Day +20

Close of nominations for the election Not later than 25 April (assuming 18 May election)

House of Representatives and half-Senate election Not later than 18 May

Newly-elected Senators take up their seats  1 July

First meeting of new Parliament Not later than A-Day +140*

*In 2016, Parliament first met on 30 August (A-Day for that year +114) following a 2 July election. The Parliament had been dissolved on 8 May, and 
the writs issued on 16 May.

A decision for the post-election government will be whether to 
have Parliament resume before 1 July 2019 in order to have the 
Senate vote on legislation in its current composition
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The national accounts: progress on 
2018-19 MYEFO projections

The national accounts for the September and December 
2018 quarters indicate that the government’s fiscal 
position is on track to meet projections made in MYEFO 
2018-19. Total revenue and expenses figures are roughly 
what might be expected at this stage of the financial 
year, and a comparison with figures for previous years 
indicate that there is no basis for presuming that he 
MYEFO projections will not be met at this stage.

However, overall economic growth is weaker than 
expected, with consumer spending, which comprises 
almost 60 per cent of GDP, falling away. The contribution 
of wages growth – an important source of revenue 
through the personal income tax system – has not 
improved. While a slowing economy will be a drag on 
overall government revenue, the budget bottom line will 
be helped by a surge in iron ore prices. The disaster in 
Vale’s iron ore mine in Brazil has, for the time being, lifted 
iron ore prices to levels well in excess of budget-time 
expectations. Since iron ore is far and away Australia’s 
largest commodity export, government revenues are 
particularly sensitive to iron ore prices.

KPMG anticipates that this lift in iron ore prices will be 
sufficient to offset the drag on revenue associated with a 
slowing economy, enabling the forecast of a small surplus 
in 2019-20 to be maintained. However, any actual surplus 
is unlikely to exceed projections. Thereafter, Treasury will 
need to assume a fall-off in the iron ore price as production 
in Brazil begins to rise towards pre-existing levels and 
as China’s economy continues to slow. This, combined 
with ongoing, modest Australian wages growth, will put 
pressure on future projected budget surpluses. 

Under the Charter of Budget Honesty, Treasury will 
release a Pre-election Economic and Fiscal Outlook 
(PEFO) shortly after the calling of an election. PEFO is 
prepared by Treasury and the Department of Finance 
with no involvement from the government of the day. 
However, in the short time between the April Budget 
and PEFO, there will be no data releases that could 
materially change the economic and fiscal forecasts 
contained in the 2019-20 Budget. 

.
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Calculating progress towards 2018-19 MYEFO projections using 
Government Finance Statistics

Sep Qtr 
2017

Dec Qtr 
2017

Mar Qtr 
2018

Jun Qtr 
2018

Sep Qtr 
2018

Dec Qtr 
2018

MYEFO 
2018-19 

Projection 

Q2 
position 

as a % of 
full year 

projection 
2018-191 

Q2 
position 

as a % of 
full year 

figure 
2017-182 

Q2 
position 

as a % of 
full year 

figure 
2016-173 

GFS Figures $m $m $m $m $m $m $m

Revenue

Taxation 
revenue

91,749 107,765 106,426 121,188 99,671 117,819 457,997 47% 47% 46%

Sales of goods 
and services

2,217 2,465 2,254 2,674 2,540 2,160 14,024 36% 49% 48%

Interest 
income

991 1,091 832 1,000 1,092 1,251 4,810 49% 53% 52%

Dividend 
income

2,236 1,213 949 1,126 1,947 1,914 4,648 83% 62% 73%

Other revenue 2,846 2,981 2,383 5,200 3,622 4,035 11,809 65% 43% 46%

Total revenue 100,039 115,514 112,843 131,188 108,871 127,478 493,288 48% 47% 47%

Total expenses 114,614 115,053 114,618 120,391 118,789 120,267 488,363 49% 49% 50%

NET 
OPERATING 
BALANCE

-14,575 461 -1,775 10,797 -9,917 7,212 4,926

1 Figure represents the total amounts for the September and December Quarters 2018 according to the Government Finance Statistics divided by full year projections 
made in MYEFO 2018-19. 

2 Figure represents the total amounts for the September and December Quarters 2017 according to the Government Finance Statistics divided by the total figure for the 
2017-18 year. 

3 Figure represents the total amounts for the September and December Quarters 2016 according to the Government Finance Statistics divided by the total figure for the 
2016-17 year.

© 2019 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. 
All rights reserved. Liability limited by a scheme approved under Professional Standards Legislation.



7Pre-budget briefing: Government and Opposition tax policies

Policy overview 
We expect that further details of the Coalition’s policy agenda will emerge in 
the weeks leading into Budget night and on Budget night itself. 

In the meantime, many key policy positions have arisen in the ordinary course 
of government consultation, drafting and parliamentary processes. 

And, while a handful of tax laws have passed in 2019, we can expect most 
of the tax bills that are currently before parliament will not be enacted before 
parliament rises. However, these may yet figure among the legislative agenda 
of a re-elected Coalition government.  

Meanwhile, the ALP have been rolling out a series of tax policies to pursue in 
government since before the previous election.

However, a potential Shorten government’s ultimate success or failure in 
legislating its policies in the event of an election victory in May is still likely to 
depend on the composition of the new Senate which will sit from 1 July 2019.

Recent legislative developments

Coalition tax agenda: laws passed in 2019 

‘Similar business test’ for loss deductions

Adds a more generous ‘similar business test’ for the purposes of working out 
the deductibility of prior year losses.

Whistleblower protection laws

Consolidates and broadens the existing protections and remedies for corporate 
and financial sector whistleblowers, including tax whistleblowers.

Managed investment trust (“MIT”) rules

Amends rules concerning attribution managed investment trusts (AMITs) and 
MITs, including capital gains tax and withholding tax rules.

Other

Superannuation integrity measures. 

Extension of the Single Touch Payroll reporting regime to all employers.

It is unclear at this stage if the ALP 
– if elected – would seek to repeal 
these Acts. 
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Business tax: general

Coalition: unpassed legislation, announcements  
and consultations

ALP policy positions

Before parliament
Research and development (R&D) tax incentive

Support for the Senate Committee’s report 
on the R&D legislation and did not lodge a 
dissenting report.

Accelerated capital allowances

 – Will not oppose the government’s instant 
asset write-off changes.

 – Provide an immediate write-off for the first 
20% of cost of any asset costing more than 
$20,000, with remaining 80% deducted 
under existing methods.

Petroleum resource rent tax (PRRT) 

Uplift rates to be made less generous for future 
projects. Deduction ordering to be rationalised for 
future projects so as to use those with the highest 
compounding rates first. Gas transfer pricing method 
to be made simpler, more transparent and fairer.

Multiple entry consolidated groups

Remove tax advantages and inconsistencies 
between Multiple Entry Consolidated Groups 
and other tax consolidated groups.

Additional Banking levy

$640 million ‘fairness fund’ for increased 
financial counselling services funded by a levy 
on certain financial institutions.

Other

 – Increase promoter penalties. 

 – Establish a Second Commissioner – Appeals 
within the ATO. 

 – GST distribution guarantee for Western 
Australia (70 cents in the dollar floor).

Research and development (R&D) tax incentive 

 – Intensity measure for larger businesses 

 – Cap the refundable tax offset amount for smaller business. 

 – A Senate Economics Committee report recommended further 
consideration of these measures before further debate. 

Accelerated capital allowances

 – Increase the threshold for the instant asset write-off  
to $25,000 and extend until 30 June 2020 for businesses  
with turnover under $10 million, to apply from 
29 January 2019.

Petroleum resource rent tax (PRRT) 

 – Lower the uplift rates that apply to certain categories of carried-
forward expenditure.

 – Remove onshore projects from PRRT.

Illegal phoenix activity

 – Increase director accountability. 

 – Introduce new phoenix offences to prohibit and penalize 
creditor-defeating dispositions of company property, and  
allow liquidator recovery of disposed property.

Managed Investment Trusts (MITs)

 – Increase the MIT withholding rate on non-concessional MIT 
income (including MIT cross staple arrangement income) to 
30 per cent.

 – Prevent double gearing structures and limit tax concessions  
for foreign investors.

Policy announcements, developments and consultations

Major bank levy

The levy will become a permanent feature of the budget.

Private company loans to shareholders

Treasury is consulting on government proposals to:
 – implement new safe harbour rules, and

 – eliminate the distributable surplus requirement for a  
deemed dividend.

Corporate Collective Investment Vehicle (“CCIV”)

 – Introduce a CCIV regime to enable Australian fund managers to 
offer an investment platform that can be better understood by 
foreign investors. 

Black Economy

 – Consultation on improving the integrity of the ABN system and 
government procurement, and introducing an economy-wide 
cash payment limit.
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Business tax: international

Coalition: unpassed legislation, announcements 
and consultations

ALP policy positions

Before parliament Thin capitalisation: repealing arm’s length debt 
and safe harbour methods

Repeal the safe harbour and arm’s length debt 
methods to calculate the debt deductions limit, 
retaining only the worldwide gearing method. 

Thin capitalisation

 – Asset, liability and equity capital valuations to match figures 
used in financial statements.

 – The Coalition opposes the ALP’s policy. 

Significant Global Entity (“SGE”) Definition 

 – Expand to cover entities headed by private companies, trusts 
or investment entities. 

 – Amend country-by-country (“CbC”) reporting requirements to 
only apply to a subset of SGEs. 

Policy announcements, developments and consultations

GST on Offshore Hotel Bookings

Offshore sellers of hotel accommodation in Australia to calculate 
GST turnover in the same way as local sellers from 1 July 2019.

Digital economy

High level discussion paper on the digital economy and Australia’s 
corporate tax system at a time where efforts are being made for 
multilateral reform on digital taxation, while several governments 
have announced the introduction of new taxes on digital services.

Business tax: transparency and disclosure

Coalition: unpassed legislation, announcements 
and consultations

ALP policy positions

Policy announcements, developments and consultations Publishing CbC reporting information

High-level CbC information (on ‘where, and how 
much tax large corporations paid’).

Transactions involving tax havens

Companies to disclose to shareholders if the 
company is doing business in a tax haven.

ATO Data for private companies

ATO to report details of private companies with 
turnover of >$100 million (down from $200m). 

Whistleblower’s bounty

Whistleblowers who report on entities evading 
tax to the ATO with the result that more tax is 
paid, would collect a share of the tax penalty (up 
to $250,000).

Other policies

 – Publicly accessible registry of the beneficial 
ownership of listed companies and trusts.

 – Bidders for government contracts worth 
>$200,000 to state country of tax domicile.

 – Public reporting of AUSTRAC data.

Sharing economy payments reporting

Consultation paper on implementing a reporting regime for 
sharing economy platform providers. 

ALP transparency policy announcements

The government is not supportive of the ALP’s 
transparency policies.
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Personal tax

Coalition: unpassed legislation, announcements  
and consultations

ALP policy positions

Before parliament The Low and Middle Income Tax Offset (LMITO)

From 1 July 2019, an increased tax offset 
would apply. 

Taxable 
Income

ALP LMITO 
policy

Coalition 
LMITO 
(enacted)

$48,000-
$90,000

$928 $530

>$90,000 $928 – 
2.6%*amount 
of income 
exceeding 
$90,000

$530 – 
1.5%*amount 
of income 
exceeding 
$90,000

Negative gearing restrictions 

Limit negative gearing to newly-built housing, from 
a start date subsequent to the election. 

CGT discount reduction

The capital gains tax discount will be reduced from 
50 per cent to 25 per cent for assets acquired after 
a post-election start date.

Discretionary trust distributions

A minimum tax on distributions to adult 
discretionary trust beneficiaries of 30%. 

Reinstate temporary budget repair levy

Reintroduce the 2% budget repair levy until the 
budget is in ‘sustainable surplus’.

Cap on tax agent fees

The deduction for tax agent fees for individuals to 
be capped at $3,000.

Disallowing franking credit refunds

Individuals with lower marginal tax rates will 
be denied refunds. Recipients of an Australian 
government pension or allowance would retain 
eligibility for refunds.

LMITO

The Coalition’s legislated LMITO only applies from 2018-19 
through until 2022-23. Thereafter it is scheduled to be replaced 
by a maximum Low Income Tax Offset of $645 for those 
earning up to $66,667, while those in higher income brackets 
will benefit from a reorganisation of tax rates and brackets. 
However, ALP has indicated it would repeal these changes. 

Capital gains tax (“CGT”) main residence exemption for  
non-residents

 – Remove the CGT main residence exemption for 
foreign residents.

 – ALP has commented it has concerns about elements of  
this proposals and the timing of implementation.
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Superannuation

Coalition: unpassed legislation, announcements  
and consultations

ALP policy positions

Before parliament Disallowing franking credit refunds

This could have a significant impact on superannuation 
funds with a high proportion of their investment in 
Australian shares.

Superannuation contributions

 – Reduce the non-concessional contributions cap to 
$75,000 from $100,000. 

 – Reduce the income threshold at which the 15% 
Division 293 tax applies. 

 – Remove catch-up concessional contributions. 

 – Phase out the $450 minimum monthly income 
threshold for eligibility for employer contributions.

 – Fast-track compulsory superannuation contribution 
increase to 12 per cent.

 – A one-off 12 month amnesty to encourage employers 
to self-correct historical superannuation guarantee 
non-compliance.

 – Enable certain employees with multiple employers to 
avoid excessive contributions.

The government is currently not supportive of ALP 
policies.

Climate and energy policy 

Coalition: unpassed legislation, announcements  
and consultations

ALP policy positions

Policy announcements, developments and 
consultations

Targets

 – 45 per cent emissions reduction on 2005 levels 
by 2030.

 – 50 per cent renewable energy by 2030.

Energy Security and Modernisation Fund

 – $5 billion for building and upgrading Australia’s energy 
transmission and distribution systems.

Clean energy finance corporation

 – Additional $10 billion funding for the Clean Energy 
Finance Corporation over five years.

National Energy Guarantee

 – Supports the National Energy Guarantee devised but 
discontinued by the Coalition.

Other

 – End incentives for states to privatise their 
electricity assets.

 – Stronger control on gas exports.

 – Support new battery-storage, transmission lines, 
gas pipelines and dams.

Targets

26-28 per cent emissions reduction on 2005 levels 
by 2030.

Climate Solutions Fund

$2 billion to invest in Climate Solutions Fund as part of 
$3.5 billion ‘climate solutions package’.

The policy enables polluters to earn ‘Australian carbon 
credit units’ (“ACCUs”) for reducing emissions which can 
then be sold to the government or other businesses.

Snowy 2.0

$1.38 billion investment for Snowy 2.0.

Clean energy finance corporation

Invest remainder of the Clean Energy Finance 
Corporation’s $10 billion funding.

Other

Fund the Australian Renewable Energy Agency 
until 2022.
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