
 

  
 



 

  

Executive Summary 
The 2026-27 Federal Budget contains a broad structural tax reform package affecting 
property investors, discretionary trusts, individuals, small and medium businesses, 
companies, employers and foreign investors. The most material planning issues for S&S 
clients are the proposed changes to negative gearing, the replacement of the 50% CGT 
discount for many assets, and the proposed 30% minimum tax on discretionary trusts. 

Many measures are announced or proposed rather than fully legislated. Client advice should 
therefore distinguish between enacted law, Budget announcements and exposure-draft 
proposals. Early planning is still recommended because several measures use fixed cut-off 
dates and transitional rules. 

Client group Most relevant changes Immediate planning focus 

Property investors 

Negative gearing limited to new residential builds 
from 1 July 2027; established properties acquired 
before 7:30pm AEST on 12 May 2026 grandfathered; 
CGT discount replaced by indexation plus 30% 
minimum tax for many assets from 1 July 2027. 

Confirm acquisition dates, identify affected 
properties, obtain 1 July 2027 valuations 
where appropriate, update cash flow 
modelling without relying on salary-offset 
losses. 

Family groups / trusts 

30% minimum tax on taxable income of 
discretionary trusts from 1 July 2028; credits 
generally available to non-corporate beneficiaries; 
corporate beneficiaries excluded from credits; 
restructure roll-over relief proposed for three years 
from 1 July 2027. 

Review trust structures, bucket company 
arrangements, unpaid present entitlements, 
asset protection objectives, land tax / duty 
consequences of restructure. 

Individuals 

$1,000 standard deduction for work-related 
expenses from 2026-27; $250 Working Australians 
Tax Offset from 2027-28; Medicare levy low-income 
thresholds increased from 1 July 2025. 

Educate clients on when substantiation is 
still needed and when itemised deductions 
remain better. 

Small businesses 

$20,000 instant asset write-off to be made 
permanent from 1 July 2026 for small businesses 
with turnover up to $10m; monthly PAYG instalment 
option from 1 July 2027. 

Plan asset purchases, monitor pooling rules, 
prepare software/accounting systems for 
more current PAYG instalments. 

Companies and start-
ups 

Loss carry-back reintroduced for eligible companies 
from 1 July 2026; start-up loss refundability from 1 
July 2028; R&D Tax Incentive reform from 2028-29. 

Review franking balances, R&D eligibility, 
and whether supporting R&D expenditure 
may be excluded. 



 

  

Employers 
Payday Super from 1 July 2026; EV FBT concessions 
transition to a permanent 25% discount from 1 April 
2029. 

Upgrade payroll controls for same-day super 
payment and review salary packaging EV 
arrangements. 

 

Key Measures and Application Dates 
 

Measure Application date Status / practical comment 

Personal tax cuts 
1 July 2026 and 1 July 
2027 

Tax rate for income $18,201-$45,000 falls from 16% to 
15%, then to 14%. Enacted. 

Medicare levy low-income 
thresholds 

From 1 July 2025 
Thresholds increased for singles, families, seniors and 
pensioners. 

Denying deductions for ATO GIC 
and SIC 

Income years starting on 
or after 1 July 2025 

GIC/SIC will no longer be deductible. This increases the 
after-tax cost of late payment and amended 
assessments. 

Instant asset write-off 
Permanent from 1 July 
2026 

$20,000 threshold for small businesses with turnover up 
to $10m. 

Negative gearing reform From 1 July 2027 
Established residential property losses quarantined 
unless grandfathered; new builds remain eligible. 

CGT reform From 1 July 2027 
50% discount replaced by cost base indexation and 30% 
minimum tax for individuals, trusts and partnerships; 
special choice for new residential builds. 

Discretionary trust minimum tax From 1 July 2028 
Trustees to pay 30% minimum tax on taxable income, 
with exclusions. 

Payday Super From 1 July 2026 Employers required to pay SG at the same time as wages. 

LISTO increase From 2027-28 
LISTO eligibility threshold increases to $45,000 and 
maximum offset to $810. 

EV FBT discount 

Transition from 1 April 
2027; permanent 
discount from 1 April 
2029 

Eligible lower-cost EVs keep stronger transitional 
concessions; long-term concession becomes 25%. 

 



 

  

Economic and Budget Context 
The supplied TaxBanter / Knowledge Shop report frames the Budget against high inflation, 
global volatility, weak productivity and elevated cost-of-living pressure. Its RBA snapshot at 7 
May 2026 shows a cash rate target of 4.35%, inflation of 4.6%, unemployment of 4.3%, wage 
growth of 3.4%, an average residential dwelling price of $1,074,700 and household debt at 
177% of household income. 

The Budget forecasts an underlying cash deficit across the forward estimates, with real GDP 
growth forecast at 1.75% in 2026-27 before increasing to 2.25% in 2027-28 and 2.50% in 
later years. Net debt is forecast to rise across the forward estimates, creating a policy 
environment where revenue integrity and structural reform are likely to remain priorities. 

1. Property Investors: Negative Gearing and CGT Reform 

Negative gearing 

The Budget proposes to limit negative gearing for residential property to new builds from 1 
July 2027. Losses from established residential investment properties acquired after 7:30pm 
AEST on 12 May 2026 will only be deductible against residential property income, including 
rental income and capital gains. Excess losses are deferred and carried forward rather than 
lost. 

Grandfathering is central. Established residential properties acquired before the Budget 
announcement cut-off are expected to remain under current rules until sold. Properties 
contracted before the cut-off but settled later are treated as grandfathered according to the 
supplied material. New residential builds, commercial property, SMSFs and widely held 
trusts are outside the negative gearing reform in the supplied fact sheet. 

Property / structure Expected treatment 

Established residential property held before 
7:30pm AEST 12 May 2026 

Grandfathered. Current negative gearing treatment 
continues until sale. 

Established residential property purchased 
between 12 May 2026 and 30 June 2027 

Current rules apply during the transitional period; from 1 
July 2027 losses become quarantined. 



 

  

Established residential property purchased 
from 1 July 2027 

Quarantined from day one. Losses only offset other 
residential property income and capital gains. 

Eligible new residential build 
Unaffected. Negative gearing and depreciation continue 
under existing rules. 

Commercial / non-residential property Unaffected by the residential negative gearing reform. 

SMSF or widely held trust 
Excluded from the negative gearing changes according to 
supplied material. 

 

Capital gains tax 

From 1 July 2027, the Government proposes to replace the 50% CGT discount with cost base 
indexation for assets held for more than 12 months, together with a 30% minimum tax on 
real capital gains. The change applies to all CGT assets, including pre-CGT assets, held by 
individuals, trusts and partnerships. For assets already owned before 1 July 2027, the 
current rules are expected to apply to gains accrued up to 1 July 2027, with the new rules 
applying to gains accruing after that date. 

This makes valuation and record keeping critical. For affected assets, clients should consider 
obtaining contemporaneous market valuations as at 1 July 2027, especially where assets are 
high value, have incomplete cost records, or are held in trusts or partnerships. 

2. Discretionary Trusts: 30% Minimum Tax 
From 1 July 2028, trustees of discretionary trusts are proposed to pay a minimum tax of 30% 
on taxable income. Non-corporate beneficiaries are expected to receive non-refundable 
credits for tax paid by the trustee. Corporate beneficiaries will not receive those credits, 
which may significantly reduce the benefit of bucket company arrangements. 

Included / excluded Budget treatment 

Discretionary trusts Included. Trustee pays 30% minimum tax on taxable income. 

Fixed and widely held trusts Excluded. 

Complying superannuation funds Excluded. 



 

  

Special disability trusts Excluded. 

Deceased estates and charitable trusts Excluded. 

Primary production income Excluded from the minimum tax according to supplied material. 

Income relating to vulnerable minors Certain income excluded. Details require legislation. 

Corporate beneficiaries 
No non-refundable credit for trustee tax. Requires careful review of 
bucket company strategies. 

 

Expanded roll-over relief is proposed for three years from 1 July 2027 to support 
restructuring out of discretionary trusts into companies or fixed trusts. However, practical 
outcomes may depend heavily on state duties, land tax, finance, asset protection, succession 
planning and commercial objectives. 

 

3. Individuals 
The Budget includes measures directed at workers and lower-income taxpayers. From 2026-
27, eligible Australian resident workers may claim a standard deduction of up to $1,000 for 
work-related expenses instead of itemising those expenses. Clients with work-related 
deductions above $1,000 can continue to itemise, and non-work deductions such as 
donations and professional association fees may still be separately claimed where eligible. 

From 2027-28, the proposed $250 Working Australians Tax Offset is expected to increase the 
effective tax-free threshold for eligible workers and sole traders. Medicare levy low-income 
thresholds are also increased from 1 July 2025, preserving exemptions or reduced levy 
outcomes for low-income individuals and families. 

 

4. Small and Medium Business 
The permanent $20,000 instant asset write-off from 1 July 2026 is a material cash-flow and 
planning measure for small businesses with aggregated turnover up to $10 million. Assets 



 

  

costing $20,000 or more should continue to be allocated to the small business simplified 
depreciation pool where eligible. Businesses should avoid assuming that all asset purchases 
are immediately deductible; the threshold is applied per asset and timing of first use or 
installation ready for use remains important. 

From 1 July 2027, small and medium businesses may opt into monthly PAYG instalments 
using ATO-approved calculations embedded in accounting software. Businesses with non-
compliance history may be required to report and pay monthly. This suggests a shift towards 
more real-time tax cash flow management. 

The Budget also funds the Small Business Debt Helpline and NewAccess for Small Business 
Owners to 30 June 2027, which may be relevant for distressed small business clients dealing 
with debt, cash flow or owner stress. 

 

5. Companies, Start-ups and R&D 
The Budget proposes to reintroduce loss carry-back for companies with aggregated annual 
global turnover of less than $1 billion for tax years commencing on or after 1 July 2026. The 
measure applies to revenue losses only and is limited by the franking account balance. For 
start-up companies with aggregated annual turnover below $10 million, loss refundability is 
proposed from tax years commencing on or after 1 July 2028, limited to the value of FBT and 
PAYG withholding on wages paid to Australian employees in the loss year. 

R&D Tax Incentive reforms are proposed from 2028-29. These include increasing the offset 
for core R&D expenditure, reducing the R&D intensity threshold, increasing the refundable 
offset turnover threshold to $50 million, increasing the maximum expenditure cap to $200 
million, increasing the minimum expenditure threshold to $50,000, and removing eligibility 
for expenditure that only supports R&D. Clients should review project documentation now 
because the distinction between core R&D and supporting activities will become more 
important. 

 



 

  

6. Employers, Superannuation and FBT 
Payday Super is now law and applies from 1 July 2026. Employers will need to pay 
superannuation at the same time as salary and wages. This will require payroll systems, 
cash-flow discipline, onboarding processes and clearing house timing to be reviewed. Late or 
missed super will likely become more visible and more costly. 

For superannuation, the Budget material identifies Division 296 reforms applying from 2026-
27 for individuals with total super balances over $3 million, with indexed thresholds and 
higher tax rates for balances between $3 million and $10 million and above $10 million. 
LISTO will also increase from 2027-28. 

For FBT, the EV exemption is transitioning. Eligible electric cars provided before 1 April 2029 
may retain stronger transitional treatment, while from 1 April 2029 the long-term 
arrangement is a permanent 25% discount for eligible EVs valued up to the fuel-efficient 
luxury car tax threshold. Employers should review novated lease arrangements and 
employee communications. 

 

7. International, Foreign Investment and Integrity Measures 
The Budget confirms transitional arrangements for strengthening the foreign resident CGT 
regime, including a targeted concession for renewable energy infrastructure assets until 30 
June 2030. It also extends the ban on foreign investors purchasing established homes until 
30 June 2029, with limited exceptions continuing. 

The Government is also increasing funding for tax and super fraud prevention, including 
Phase 2 of the Counter Fraud Strategy, enhanced ATO detection capability, targeted 
compliance activity and expanded information-gathering powers. This reinforces the need 
for stronger client identity checks, authority controls, agent-access monitoring and 
documentation standards. 

 



 

  

Recommended S&S Client Action Plan 
 

Timing Action 

Now - June 2026 
Classify clients by exposure: property investors, discretionary trusts, employers, R&D 
claimants, start-ups and foreign resident investors. 

Before 1 July 2026 
Prepare employers for Payday Super; review payroll software, contribution timing, 
employee onboarding and cash-flow buffers. 

2026-27 tax year 
Educate individual clients on the $1,000 standard deduction and record-keeping 
requirements where itemising remains beneficial. 

Before 1 July 2027 
Review property portfolios acquired after 12 May 2026; model cash flow without 
salary-offset losses; consider 1 July 2027 valuation strategy for CGT assets. 

1 July 2027 - 30 June 
2030 

Review discretionary trust restructuring opportunities, but test against stamp duty, 
land tax, finance, commercial control, succession and asset protection. 

Before 1 July 2028 
Review trust distribution strategies, bucket company arrangements, beneficiary 
profiles and unpaid present entitlement management. 

2028-29 onward 
Review R&D project eligibility, especially the distinction between core R&D and 
supporting expenditure. 

 

Suggested Client Communication Angles 
Property investors: "Your property tax outcome may change from 1 July 2027. Acquisition 
dates, new-build status, depreciation schedules and CGT valuations are now more 
important." 

Trust clients: "The proposed 30% minimum trust tax may affect family distribution strategies 
and bucket company arrangements. Do not restructure without considering duties, land tax 
and succession objectives." 

Employers: "Payday Super starts from 1 July 2026. Payroll timing, cash flow and clearing 
house processes need to be ready before the start date." 



 

  

Small business: "The $20,000 instant asset write-off is set to become permanent, but 
eligibility, asset timing and depreciation pooling still matter." 

Important Disclaimer 
This report is based on the documents supplied and official Budget tax reform material 
available at the time of preparation. It is general information only and does not constitute 
tax, financial, legal, investment or lending advice. Many measures remain subject to 
legislation, consultation and administrative guidance. Clients should obtain tailored advice 
before acting. 

 

Source Material Reviewed 
TaxBanter / Knowledge Shop, 2026-27 Federal Budget Report, 12 May 2026. 

TDA Tax Depreciation, Budget 2026-27 Investor Fact Sheet - What the changes mean for 
property investors. 

YDB Home Loan & Finance email briefing, Federal Budget 2026: What Property Investors 
Need to Know. 

Australian Government Budget 2026-27 official tax reform pages and Budget factsheets on 
negative gearing, CGT and discretionary trusts. 

 

 


	Executive Summary
	Key Measures and Application Dates
	Economic and Budget Context
	1. Property Investors: Negative Gearing and CGT Reform
	Negative gearing
	Capital gains tax

	2. Discretionary Trusts: 30% Minimum Tax
	3. Individuals
	4. Small and Medium Business
	5. Companies, Start-ups and R&D
	6. Employers, Superannuation and FBT
	7. International, Foreign Investment and Integrity Measures
	Recommended S&S Client Action Plan
	Suggested Client Communication Angles
	Important Disclaimer
	Source Material Reviewed

