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[image: image2.emf]For most Australians, superannuation remains one of the best wealth accumulation structures from a tax perspective. On top of the income tax benefits available on contributions, superannuation in the accumulation phase pays maximum tax of 15% on investment income and no tax when a super fund is paying a retirement pension to its members.

A number of changes are being made to superannuation from 1 July 2017 that will impact how people can take advantage of the tax concessions available. These include:

· Concessional contribution caps

· Salary sacrifice arrangements

· Tax deductibility for personal contributions

· Additional tax on contributions for high income earners

Concessional contribution cap

What are superannuation concessional contributions?

· Contributions made by an employer on their employee’s behalf. This includes contributions made to fulfil an employer’s superannuation guarantee obligations and contributions made under a salary sacrifice arrangement.

· Personal contributions made by an individual where they are eligible to claim a tax deduction for their contribution.



Before 1 July 2017

[image: image3.jpg]



	
	$35,000

	$30,000
	

	<49 y.o.
	49+ y.o.




From 1 July 2017


$25,000
$25,000
	<49 y.o.
	49+ y.o.


Note

Where someone exceeds their concessional contribution cap in a financial year, the excess contribution is included as tax assessable income and is taxed at their marginal tax rate. They are also liable for an excess contribution charge.



Tax deductibility for personal contributions

What are the current requirements for the self-employed to claim tax deductions on personal contributions?

Self-employed individuals (sole traders and partners in partnerships), and people not actively engaged in the workforce may be eligible to claim a tax deduction for their personal contributions.

Currently, someone is only able to claim a tax deduction for their personal superannuation contributions if less than 10% of their assessable income, plus reportable fringe benefits and employer super contributions, is derived from employment.



Note

This significantly limits the ability of individuals to claim a tax deduction for personal contributions.

Salary sacrifice arrangements


What are the current arrangements?

Every employer must make superannuation contributions for their employees at the current rate of 9.5% of an employee’s ordinary time earnings.

Where existing employer’s contributions are less than an employee’s concessional contribution cap, there maybe an opportunity to increase employer contributions by entering into a salary sacrifice agreement. This means forgoing salary and having it paid into superannuation instead so that only the super contributions tax will apply to those earnings rather than their marginal income tax rate.

Note

For a salary sacrifice arrangement to be effective, it must be in place prior to the additional contributions being made. It cannot be done retrospectively.



Division 293 tax

What will happen to Division 293 tax after July 1, 2017?

Individuals that have income for surcharge purposes plus taxable contributions of between $250,000 and $300,000 are currently not required to pay ‘Division 293 tax’. The income threshold for Division 293 tax will reduce to $250,000 from July 1, 2017. Division 293 tax imposes an additional 15% tax on concessional contributions.

Carry forward of unused concessional contribution caps

The reform to enable people with less than $500,000 in super to bring forward unused concessional contribution caps has been delayed until 1 July 2018. This will appeal to many Australians unable to maximise their annual concessional contributions due to broken work patterns or lack of funds in a given year.

If you would like to discuss any of the changes to superannuation please call your financial adviser. The changes are complex and you should seek advice regarding your personal circumstances and plans before making any decisions.



Disclaimer:

The information provided in this communication has been prepared as general advice only. It is based on our understanding of current regulatory requirements and laws as at the date of publication. As these laws are subject to change you should talk to a professional financial adviser for the most up to date information.

We have not considered your financial circumstances, needs or objectives. You should consider the appropriateness of the advice and seek the assistance of a financial adviser before acting on any advice contained in this communication. Whilst all care has been taken in the preparation of this material, no warranty is given in respect of the information provided or actions taken as a result of you acting upon such information.
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Advice Tip





Given the changes to concessional contributions, it may be worthwhile maximising contributions prior to 1 July 2017, as well as ensuring arrangements are in place for future years








Advice Tip





From 1 July 2017, the ‘10%’ requirement will be removed, opening up the opportunity for many others to claim a tax deduction for personal contributions to their superannuation.





Where appropriate, it may be worthwhile to maximise such contributions, up to the relevant concessional contribution cap.








Advice Tip





Anyone with a salary sacrifice arrangement in place should have it reviewed to ensure they don’t exceed the contributions cap for 2017/18, which would result in excess contributions being taxed at their marginal tax rate and an excess contributions charge.





As the concessional contribution cap will reduce to $25,000 for 2017-18, excessive salary sacrifice contributions that are based on the $30,000 or $35,000 concessional contribution cap, made in the early part of the new financial year may result in SG contributions for the later part of the year being excess contributions.








Advice Tip





Maximising concessional contributions in 2016-17 may avoid having to pay an additional 15% tax on these contributions.





Individuals who have income approaching $300,000 should seek professional advice before making additional contributions to ensure they do not inadvertently incur a liability to pay Division 293 tax.
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