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Introduction

On 14 October 2016, the Government
released the third and final round of draft
legislation – this round is predominantly
concerned with the recently proposed
changes to the annual non-concessional
cap from 1 July 2017 (ie, the recent
proposals to remove the $500,000
lifetime cap, and replace it with an annual
cap of four times the concessional
contributions cap).

The non-concessional cap

An individual will either have an annual
non-concessional contributions cap in a
particular year of:

 four times the concessional
contributions cap : ie, $100,000 for
2017/18, if the individual’s ‘total
superannuation balances’ is less
than $1.6m; or

 $Nil, if the individual’s ‘total
superannuation balances’ is $1.6m 1

or more on 30 June of the previous
year.

1 This is simply equivalent to the ‘general transfer

balance cap’ for 2017/18 that will apply to pensions

that commence on or after 1 July 2017 which are

comprised entirely of unpreserved money, or pre-

Total superannuation balances?

The concept of total superannuation
balances was introduced in the second
tranche of draft legislation, albeit it has
been slightly modified in this third
tranche.

Essentially, an individual’s ‘total
superannuation balances’ at a particular
30 June will very broadly be the
aggregate of:

 the value 2 of any accumulation or
TRIS balances and / or other
‘account based’ style pensions (eg,
account based, allocated, market
linked pensions); plus

 the fixed value of any amounts
assessed against the individual’s
personal transfer balance cap in
relation to any defined benefit
pension; less

 the amount of any personal injury or
structured settlement contributions
contained in either an accumulation
or pension balance; plus

 the amount of any rollovers that have
been paid from one fund prior to that
30 June, that have yet to be received
by subsequent fund by that 30 June
(ie, rollovers in transit).

Interestingly, while the draft legislation
captures rollovers in transit at 30 June
and includes those in the amount of the
individual’s total superannuation
balances, there is no adjustment for
previous withdrawals (either pension
payments or lump sums).  Presumably
this means that individuals that fall under
the $1.6m threshold will continue to be
able to, say, recycle their super.

existing pensions on 1 July 2017 which are

comprised entirely of unpreserved money

An individual with total superannuation
balances of, say, $1.599m on a previous
30 June would have a non-concessional
contributions cap of $100,000 in the year
following that 30 June.   In contrast, an
individual with total superannuation
balances of $1.601m on a previous 30
June would have a non-concessional
contributions cap of $Nil.

The bring forward

The current rules for accessing the bring
forward will be modified with effect from 1
July 2017, and the modifications will
introduce several elements of complexity.

Some people will be able to access a
bring forward for their non-concessional
contributions, however, the amount of the
bring forward, and the number of years
over which they have to use it will
depend on their total superannuation
balances at the time a bring forward is
triggered.

Compounding the complexity …
whether an individual will be able to
actually utilise any unused bring forward
in the future will be determined by their
total superannuation balances on the
previous 30 June for the year they intend
to use it!

And further compounding the complexity
… transitional arrangements will apply to
amounts of bring forwards triggered in
2015/16 or 2016/17 that aren’t fully
utilised by 30 June 2017.

2 Value means the total amount of the benefits that

would be payable from the balance at that time (ie,

essentially the market value of the account balance)

The Government has
released the third and final
tranche of proposed
legislation to implement its
2016 Federal Budget
proposals – which
predominantly relate to the
changes to apply to the
non-concessional
contributions cap.
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Amount of the bring forward

The amount of the bring forward that can
be triggered in a particular year will be
driven by the ‘gap’ between:

 the general ‘pension’ transfer cap
($1.6m for 2017/18); and

 the individual’s total superannuation
balances at the previous 30 June.

If the ‘gap’ is less than the non-
concessional contributions cap (ie,
$100,000 for 2017/18), the individual
cannot trigger a bring forward in that
year.  Rather, the individual will be limited
to the annual cap of $100,000.

In contrast, if the ‘gap’:

 is more than $100,000 but not more
than $200,000, the amount of the
bring forward will be $200,000 (ie,
twice the annual non-concessional
contributions cap);

 is more than $200,000, the amount
of the bring forward will be $300,000
(ie, three times the annual non-
concessional contributions cap).

Once triggered, how long does an
individual have to use the bring
forward?

This will be determined in the same way
as the amount of the bring forward, ie:

 if the amount of the bring forward
available is $200,000 (ie, twice the
annual non-concessional
contributions cap), the individual only
has two financial years to fully utilise
it.  After this time, if the individual is
eligible, the ability to bring forward
will ‘refresh’;

 if the amount of the bring forward
available is $300,000 (ie, three times
the annual non-concessional
contributions cap), the individual has
three financial years to fully utilise it,

after which it would refresh (in line
with current law).

This means, for example, if an individual
has total superannuation balances of,
say, $1.450m on 30 June 2017 they
could trigger a bring forward in 2017/18
of $200,000 (as the gap would be
$150,000) by making a non-concessional
contribution of more than $100,000, and
they would have until 30 June 2019 to
fully utilise it (ie, a period of 2 years).

In contrast, if an individual has total
superannuation balances of, say,
$1.350m on 30 June 2017 they could
trigger a bring forward in 2017/18 of
$300,000 (as the gap would be
$250,000) by making a non-concessional
contribution of more than $100,000, and
they would have until 30 June 2020 to
fully utilise it (ie, a period of 3 years).

But beware … some individuals may
not be able to ‘use it’ in a future year

Whether an individual will be able to use
any unused bring forward in a future year
of the bring forward period will depend on
their total superannuation balances on 30
June of the year before they intend using
it.

Consider the following example.

An individual has $1.350m of total
superannuation balances at 30 June
2017.  As their ‘gap’ is greater than
$200,000, they have a bring forward
amount of $300,000 over 1 July 2017 to
30 June 2020.  In 2017/18, they make a
non-concessional contribution of
$120,000 – leaving $180,000 of their
bring forward available in the two year
period 1 July 2018 to 30 June 2020.

On 30 June 2018, their total
superannuation balances have increased
to $1.610m (ie, in excess of the ‘general
transfer balance cap’ of $1.6m).  This
means that their non-concessional cap
for 2018/19 is not the remaining amount
of the bring forward ($180,000), rather it

will be $Nil.  Consequently, any non-
concessional contributions made in
2018/19 will be in excess of their non-
concessional cap.  In addition, any
excess non-concessional contributions
made in 2018/19 will not use any of the
remaining $180,000 of bring forward –
the $180,000 will be carried forward to
2019/20.

On 30 June 2019, if the individual’s total
superannuation balances have fallen
below $1.6m, they will be able to use the
full remainder of their $180,000 bring
forward in 2019/20.  In contrast, if the
individual’s total superannuation
balances remain at $1.6m or above on
30 June 2019, any non-concessional
contributions made in 2019/20 will be in
excess of their non-concessional cap.

On 30 June 2020, the individual’s 3 year
bring forward period will expire and a
new bring forward may become available
from 1 July 2020 – it will depend on the
member’s total superannuation balances
on 30 June 2020.

Transitional arrangements for bring
forwards triggered in 2015/16 or
2016/17 that aren’t fully utilised before
30 June 2017?

Transitional arrangements will apply in
cases where an individual has triggered
their bring forward but not fully utilised it
before 1 July 2017 : in effect, the
remaining bring forward will be
recalculated on 1 July 2017 to reflect the
new $100,000 annual cap.

The table overleaf outlines the adjusted
amount of the bring forward available
under the transitional provisions.
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Consider the following example.

An individual (56, with total
superannuation balances of $1m on 30
June 2017) makes a non-concessional
contribution of $250,000 in 2016/17 and
triggers his bring forward.

If there were no changes to the current
law, he would normally have $290,000
(ie, $540,000 - $250,000) of his bring
forward available for use in the next 2
years (1 July 2017 to 30 June 2019).

Under the proposed transitional
arrangements, however, the amount of
the bring forward that would be available
for use in the next 2 years (1 July 2017 to
30 June 2019) would be limited to
$380,000 (ie, $180,000 in 2016/17 +
$100,000 in 2017/18 and $100,000 in
2018/19) less the $250,000 made in
2016/17.

Importantly, the transitional provisions
only apply to the amount of the available
bring forward, they do not remove the
requirement to have total superannuation
balances under $1.6m on 30 June in the
year before the individual intends using
the remainder.

Extending the example above, if the
individual has total superannuation
balances of $1.610m on 30 June 2017,
any non-concessional contributions
made in 2017/18 would be in excess of
his cap – despite him having an amount
of unused bring forward prima facie
available.

In addition, the draft legislation confirms
these transitional provisions will only
apply to bring forwards triggered but not
fully utilised before 30 June 2017.  An
individual under age 65 at any time
during 2016/17, who is not part way
through a pre-existing bring forward
period, still has the ability to trigger the
$540,000 bring forward in 2016/17 and
use it in full – as long as they do so by
30 June 2017.

Conclusion

There is so much more to say!

The above provides a brief summary of
the proposed legislation surrounding
non-concessional contributions.

Future editions of Heffron Super News
will be released over the coming days
that deal with other areas of the draft
legislation, and our insights into emerging
strategies and opportunities as well as
action required during 2016/17.

Disclaimer:

Heffron Super News is an electronic newsflash
which highlights important events in the
superannuation arena. If you are not already on
our mailing list and would like to subscribe,
please contact us on 1300 172 247 or by e-mail
heffron@heffron.com.au. Alternatively, if you
do not wish to receive future editions, please
email heffron@heffron.com.au to be removed
from the distribution list. While Heffron believes
that the information contained herein is reliable,
no warranty is given to the accuracy and clients
who rely on it do so at their own risk. This
publication is intended to provide background
information only and does not purport to make
any recommendation upon which you may
reasonably rely without taking specific advice.
In particular, it should not be considered
financial product advice for the purposes of the
Corporations Act 2001
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