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This guide to the taxation of Australian employment payments gives details of
payment criteria for termination payments, preservation age, death benefits,

annual leave and long service leave.

Employment Termination Payments

Life benefit employment termination payments

Component Tax treatment

Tax free Tax-free

component

Taxable component | *Preservation age and over
+ Amount up to ETP cap amount* taxed
at maximum rate of 17%
+ 27rrg/ount over ETP cap amount taxed at
0.

*Below preservation age
+ Amount up to ETP cap amount taxed at
maximum rate of 30%
+ 4A;rg/ount over ETP cap amount taxed at
0.

*ETP cap amount: $205,000 (2018/19). The amount is indexed
annually.

The whole of income cap for the 2018-19 income year and future years
is $180,000.00. This amount is not indexed.

Preservation age
*ETP cap amount: $205,000 (2018/19)

Genuine redundancy and early retirement scheme
payments

Date of birth Preservation age

Before 1 July 1960 55
1 July 1960 - 30 June 1961 56
1 July 1961 - 30 June 1962 57
1 July 1962 - 30 June 1963 58
1 July 1963 - 30 June 1964 59
After 30 June 1964 60

Death benefit employment termination payments

Note there is an additional ‘whole of income’ cap that will work
in addition to the existing ETP rules.
Base amount

Income year Plus for each completed

year of service

2019-2020 $10,638 $5,320

Component Tax treatment
Tax free Tax-free
component
Taxable Payment to a dependent (all ages)
component + {:Amount up to ETP cap amount* tax-
ree
+ Amount over ETP cap amount taxed at
47%.

Payment to a non-dependent

+ Amount up to ETP cap amount taxed at
maximum rate of 32%

+ Amount over ETP cap amount taxed at
47%.

Payment to a trustee of a deceased

estate*

+ Taxed in the hands of the trustee,
based on whether the beneficiary is a
dependent or non-dependent (see
above)

+ This ETP must be shown in the Trust
return, not the individual’s tax return.

From 1 July 2012, ETPs that are not related to genuine hardshii)
(i.e. genuine redundancy, invalidity compensation or death) wil
be subject to the new ‘whole of income’ rule. The cap will
operate by limiting the concessional treatments of ETPs to only
g;hla8t5p(:;1(r)t0 of the ETP that takes the individuals income up to

Any part of the ETP that pushes an individuals’ taxable income
over $205,000 will be taxed at the individual’s marginal tax rate
(47%) regardless of whether they are still eligible for
concessional rates under the ‘existing lifetime benefit ETP

cap’ ($205,000 in 2018/19 FY).

Other Employment Payments
Unused annual leave payment rules

Period of accrual of leave Withholding rates

(including Medicare

levy)

General retirement or termination:

+ Accrual before 18 August 1993 32%

+ Accrual on or after 18 August 1993 | Marginal

Genuine redundancy amount, early 32%
retirement scheme amount or invalidity
amount paid on or after 18 August
1993

Business + Personal + Financial Solutions

Sydney + Melbourne + Brisbane + Perth + Adelaide + Hobart



Unused long service leave payment rules

Period of accrual of leave

General retirement or termination:

Withholding rates
(including Medicare

levy)

+ Accrual before 16 August 1978

5% of total at
marginal rates

+ Accrual on 16 August 1978 to 17
August 1993

32%

+ Accrual on or after 18 August 1993

marginal rates

Genuine redundancy amount, early retirement scheme amount

or invalidity amount:

+ Accrual before 16 August 1978

32% of total at
marginal rates

+ Accrual on or after 16 August 1978

32%

+ Accrual on or after 18 August 1993

32%

This information is intended as a guide only. Please contact
your local Accru adviser if you would like specific information

relating to your personal circumstances.

Disclaimer: This fact sheet is of a general nature only and is not
intended to be relied upon as, nor to be a substitute for, specific
professional advice. No responsibility for loss occasioned to any person
acting or refraining from action as a result of this information can be
accepted.
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