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Introduction 

Earlier today the Government announced 
several changes to the package of 
superannuation proposals made in the 
2016 Federal Budget.   

As with most Government 
announcements: 

• one of the major changes is great 
news (no more lifetime cap on non-
concessional contributions) 

• another is extremely detrimental (no 
more non-concessional contributions 
at all for individuals with balances 
over $1.6m); and  

• others are just disappointing 
(deferring the “catch up” rules for 
concessional contributions and 
scrapping the proposed removal of 
the work test that often prevents 
those between 65 and 74 from 
making contributions).  

The latest position is outlined below. 

New announcements 

An annual non-concessional 
contribution cap of $100,000 from 1 
July 2017 (down from $180,000) 

The original proposal to apply a lifetime 
non-concessional contributions cap of 

$500,000 to all non-concessional 
contributions made on or after 1 July 
2007 will be replaced with an annual 
non-concessional contributions cap of 
$100,000 from 1 July 2017.  In fact, even 
this lower limit will only apply for certain 
individuals (see below).  As is the case 
currently, this annual cap will be linked to 
indexation of the concessional 
contributions cap (ie, it will be four times 
the concessional contributions cap rather 
than six times). 

Under the proposal, individuals under 
age 65 at the start of a financial year will 
continue to be able to ‘bring forward’ 3 
years’ worth of non-concessional 
contributions along the same lines as the 
current law.  Just like today, the bring 
forward would ‘refresh’ after the expiry of 
3 years.  Of course the amount will be 
lower - $300,000 rather than $540,000. 

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.   

Consider the following example: 

Sam (56) 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, Sam 
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 
Sam’s bring forward that would remain 
available would become:

 

Annual NCC cap  
2016/17 $180,000 
2017/18 $100,000 
2018/19 $100,000 
Total NCC 
allowable within 
the 3 year period 

$380,000 

  
NCC made during 
2016/17 

($250,000) 

  
Available for 1 July 
2017 to 30 June 
2019 

$130,000 

 

Certain individuals won’t be able to 
make any non-concessional 
contributions after 1 July 2017 

Individuals with a superannuation 
balance of more than $1.6m will no 
longer be eligible to make any non-
concessional contributions after 1 July 
2017.   

The $1.6m eligibility threshold will be 
based on the individual’s superannuation 
balance as at 30 June of the previous 
year.  This means that if the individual’s 
balance is more than $1.6m at (say) 30 
June 2018, they will not be able to make 
any further non-concessional 
contributions during 2018/19 (and 
possibly never again).   

Individuals with balances close to $1.6m 
will only be able to bring forward the 
annual non-concessional contributions 
cap for the number of years that would 
take their balance to $1.6m. 

Consider the following example.   

Eric (47) has superannuation balances 
totalling $1.45m at 30 June 2017.  This 
means that he cannot fully utilise his 3 
year bring forward by contributing 
$300,000, as to do so would cause his 
balance to exceed $1.6m.  Rather, Eric’s 
bring forward will be restricted to 2 years’ 
worth of the annual $100,000 cap (ie, 
$200,000), after which time he could not 

The first round of 
legislation for the 2016 
Federal Budget super 
changes was released late 
last week.  As we were 
about to go to press on our 
SuperNews edition to 
explain them, a raft of new 
announcements were 
made by the Treasurer.  We 
look at the current state of 
play in this edition of 
Heffron SuperNews. 
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make any further non-concessional 
contributions. 

Presumably if Eric’s balance was only 
$1.39m he could bring forward the full 
three years and contribute $300,000. 

The $1.6m eligibility threshold will be 
indexed as per the proposed $1.6m 
pension transfer cap (ie, in increments of 
$100,000).  Presumably this means that 
someone who was unable to contribute 
for a time might return to a point where 
they can do so if the cap is indexed to a 
point where it exceeds their balance 
again. 

It is unfortunate that the Government has 
chosen to link contributions to a dollar 
balance as this raises a number of 
practical implementation issues.  For 
example: 

• What happens if someone is under 
the $1.6m threshold because they 
have withdrawn money from super?  
Will they be able to start contributing 
again or will there be some attempt 
to adjust for the withdrawals?  It 
would seem logical for there to be no 
adjustment on the basis that the 
measure is purely seeking to 
constrain an individual’s ability to 
create very large balances in super;  

• When will the account balance be 
measured?  While Treasury 
materials indicate the intention is to 
measure it at 30 June of the previous 
year, this will put SMSFs preparing 
their returns late in the following year 
at a significant disadvantage; 

• The 30 June balance will assume 
great importance – will there be any 
extra rules put in place to ensure 
consistency in determining this?  

• How (if at all) will reserves be 
counted for the purposes of the 
$1.6m limit? 

Work test for individuals aged 65-74 
back in play 

In order for the Government to offset the 
cost of reverting to an annual non-
concessional contributions cap, the 
proposed removal of the work test for 
individuals aged 65 - 74 from 1 July 2017 
has been shelved.  This means that the 
current work test regime will continue 
for individuals aged 65-74 beyond 1 
July 2017. 

Catch up concessional contributions 
deferred until 1 July 2018 

The proposal to allow individuals with 
superannuation balances of $500,000 or 
less to carry forward unused 
concessional contributions for a period of 
5 years remains – with one slight change 
– under the new proposals, the start date 
for this measure will be deferred by 1 
year to 1 July 2018.  

What does this mean for 
2016/17? 

Non-concessional contributions of 
$540,000 are back on the table 

Clients in a position to make large non-
concessional contributions this year 
should consider doing so while the higher 
annual caps (ie, $180,000 for those who 
were aged 65 or over on 1 July 2016, or 
up to $540,000 under the existing bring 
forward limits) are in play.  This will be 
particularly important for clients: 

• Who have accumulated 
superannuation balances of $1.6m 
or more, or will do so prior to 30 June 
2017.  Under the latest proposals, 
they will not be able to make any 
further non-concessional 
contributions after 1 July 2017 
regardless of their age, or work 
status.  While the proposed $1.6m 
pension transfer cap may prohibit the 
ability of these contributions to be 
housed in an account-based pension 
balance, there is often still value in 

making the contribution and having 
part of the balance remaining in 
accumulation phase); 

• Who decided not to implement a 
recontribution strategy because they 
were prevented from doing so by the 
original lifetime limit proposal.  Again, 
this is particularly relevant if they will 
not be able to contribute again in the 
future because their balance is well 
over $1.6m; and 

• Who have triggered their bring 
forward but had not planned to fully 
utilise it prior to 1 July 2017 
(remember, under the new 
proposals, the remaining bring 
forward amount will be scaled back 
to reflect the reduced annual non-
concessional cap).  These clients 
might as well fully utilise their 
$540,000 bring forward this year.  
For example, it would appear that 
someone who contributed $250,000 
in 2015/16 but nothing in 2016/17 will 
have only $210,000 available to 
them in 2017/18 ($180,000 + 
$180,000 + $100,000 - $250,000).  
In contrast, if they make their 
remaining contributions in 2016/17, 
they will have $290,000 available. 

What about clients over 65 who meet 
the work test this year, but won’t next 
year? 

These clients could consider making a 
$100,000 non-concessional contribution 
in June 2017, but deferring the allocation 
of it until 2017/18.  They have always had 
this opportunity but may not have taken 
advantage of it because of the proposed 
lifetime limit. 

And in the future? 

Recontribution strategies will return but 
careful management of the timing will 
become even more important.  For 
example, for those close to / above 
$1.6m, it is likely to be beneficial to: 
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• Make the withdrawal in June (to 
suppress the balance which counts 
for the contribution limit the 
following year); and 
 

• Make the contribution in July 
(using the full $300,000 bring 
forward) based on a (suppressed) 
30 June balance falling below 
$1.4m. 

Some clients with balances close to 
$1.4m might seek to withdraw small 
amounts to ensure their balances fall just 
below $1.4m.  We say this because it 
would appear that at this point, they will 
be able to benefit from the full bring 
forward amount of $300,000 rather than 
only $200,000.  Obviously it is not 
worthwhile withdrawing a large amount in 
order to increase contributions by the 
same amount!  However, it may well 
become advantageous if the balance is 
only slightly above $1.4m – a small 
withdrawal might facilitate a much larger 
contribution, resulting in a net addition to 
superannuation.  (The same applies to 
those with balances close to $1.5m.) 

What about the other super 
changes announced as part 
of the 2016 Budget? 

Aside from the changes outlined above, 
no further changes to the proposals were 
made.  This means that the original 
proposals, all with effect from 1 July 
2017, to: 
 
• reduce the annual concessional 

contributions cap to $25,000 pa for 
all individuals;  
 

• removal of the 10% test for 
deductions for personal contributions 
to superannuation and thereby allow 
all individuals to claim a tax 
deduction for their contributions; 

 

                                                                        
1 For this purpose, income is not just assessable 

income, it’s also reportable fringe benefits and 

generally employer contributions to superannuation 

• reduce the income threshold above 
which high income earners would 
pay an additional 15% tax on 
concessional contributions from 
$300,000 to $250,000;  

 
• impose a $1.6m pension transfer 

cap on amounts transferred from 
accumulation phase to pension 
account-based pension phase; 

• remove the tax exemption on 
investment earnings generated by 
TRIS balances;  

• remove the ability for individuals to 
elect for payments from a TRIS to be 
taxed as a lump sum; 

• increase the income threshold that 
applies for the 18% personal tax 
offset available to individuals who 
make contributions for their spouse 
(from $10,800 to $37,000);  

• introduce a low income 
superannuation tax offset (up to a 
maximum of $500) for the tax paid 
on concessional contributions for 
individuals with income up to 
$37,000; and 

• removal of the anti-detriment 
deduction 

 

may ultimately be legislated.  Indeed, 
exposure draft legislation has already 
been released in relation to the removal 
of the 10% test, changes to the spouse 
contributions tax offset and the 
introduction of the low income 
superannuation tax offset.  Treasury 
have stated (via press release) that 
legislation for all measures will be 
introduced by the end of the year (via the 
usual exposure draft process). 

other than SG contributions (eg, salary sacrifice 

contributions). 

Extension of personal tax 
deductibility for 
superannuation contributions 

Since this particular measure has already 
been covered in draft legislation it is 
worth exploring a little further. 

Currently only some people can claim a 
tax deduction for personal contributions 
they make to a complying super fund. 
Entitlement to this concession hinges on 
an income test that looks at how much 
income 1  comes from “employment”.   
Providing less than 10% of the 
individual’s “income” is earned from that 
source, they can claim a tax deduction 
for their personal contributions to super.  

Generally this means that it is really only 
available for quite a narrow group of 
people: 

• Those running a business in their 
own name or via a partnership rather 
than through an incorporated 
company or similar structure; 

• Those earning no employment 
income at all – perhaps they have 
retired or are between jobs; and 

• Those who are receiving 
employment income but only a very 
small amount (or at least small 
relative to their income from other 
sources such as investments). 

This income test (often called the 10% 
test) will be repealed, opening up this 
opportunity to just about everyone under 
75. 

As expected, the Government proposes 
to legislate this by simply removing some 
paragraphs from the existing provisions 
of the Income Tax Assessment Act 1997 
– the sections that impose the work test. 

The draft legislation does exclude 
contributions made to certain 
superannuation funds – ie, those 
funds that have advised the 
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Government that they do not wish to 
accept deductible contributions (ie, 
some Commonwealth public sector 
superannuation schemes), or funds 
that don’t pay tax on their income.  
This makes sense in that one of the 
downsides of claiming a tax deduction 
for a super contribution is that it is 
taxed within the super fund.  If the 
fund doesn’t pay tax itself, the 
Government would effectively receive 
no tax revenue at all on that money. 
This measure is to be introduced from 1 
July 2017 and will therefore apply only to 
contributions actually made after that 
date (since it is the timing of the actual 
payment that determines the year in 
which it is tax deductible).  Those taking 
advantage of opportunities to (say) make 
a contribution in June 2017 but not 
allocate it until July 2017 will be subject to 
the current rules.  

Challenges 

This is eminently sensible but importantly 
it does mean that a number of other 
restrictions which have always 
accompanied this concession will remain. 

Paperwork 

There is an important paperwork process 
required in order to secure a tax 
deduction for personal contributions. 

In particular, the individual must notify the 
trustee that he / she intends to claim a 
deduction for the personal contribution 
and the member must receive 
acknowledgment from the trustee that it 
has received that notification.  There are 
also critical timeframes.  For example, 
the individual must receive the trustee’s 
acknowledgement before lodging his or 
her personal tax return. 

Age 

Children under 18 generally can’t claim a 
deduction for their personal contributions 
under current law and the proposed 
changes don’t alter this. 

Anyone under 18 must have derived 
income from business or employment 
activity to be eligible for the deduction. 

Deductions are also not available for 
personal contributions made after age 75 
(or more accurately for personal 
contributions made more than 28 days  
after the end of the month in which the 
person turns 75). 

Contribution limits 

Those claiming a tax deduction for 
personal contributions (which is 
subsequently allowed) are still subject to 
the normal limits on “concessional” 
contributions.  Currently this limit is either 
$30,000 pa or $35,000 pa (for those 
aged 49 or older at the start of the 
financial year) but the Government 
proposes as a separate measure to 
reduce this to $25,000 pa for everyone 
from 1 July 2017.  Importantly, personally 
deductible contributions are grouped 
together with certain other “taxable” 
contributions for the purpose of this limit.  
This means, for example, that someone 
who receives contributions from an 
employer AND who makes personal 
contributions for which they claim a tax 
deduction would add the two amounts 
together when working out whether they 
had exceeded their $25,000 pa limit. 

Tax Position 

A tax deduction for personal 
superannuation contributions cannot be 
used to create a loss in the individual’s 
tax return.  In fact someone whose 
deduction is denied for this reason risks a 
particularly problematic outcome if they 
don’t take action : 

• The part of the contribution which is 
denied a deduction will still be taxed 
in the fund at 15%; 

• But it will count towards the 
individual’s non-concessional 
contribution limit (and – assuming 
other Budget proposals are 
introduced as announced – be 
subject to the new rules described 
earlier). 

 

Pensions & withdrawals 

Those wishing to start a pension with 
their super immediately after making a 
contribution must ensure that their 
paperwork to claim a personal tax 
deduction predates the commencement 
of the pension.  Even if only part of the 
balance is applied to start a pension, the 
entire deduction will be denied if the 
paperwork comes later. 

Similarly those who withdraw some of 
their super (say to rollover to another 
fund or withdraw a lump sum) will find 
that their ability to claim a personal tax 
deduction is scaled back if the paperwork 
doesn’t pre-date the withdrawal. 

Finally, remember that a deduction can 
only be claimed when the contribution is 
still held by the fund to which it was 
made.  Someone who contributes and 
then rolls their entire balance to another 
fund will be unable to claim.  

Opportunities  

This measure introduces a number of 
new opportunities and removes some 
significant risks currently present in our 
superannuation tax system. 

No more “gotcha” pain 

One of the most common criticisms of 
the 10% test was that individuals could 
make contributions in good faith, 
expecting to be eligible to claim a tax 
deduction, only to ultimately find that 
changes in their circumstances meant 
that the deduction was no longer 
available but they couldn’t retract the 
contribution.  Classic cases included: 

• Small business owners who 
incorporated (and hence drew a 
salary for some of the year); 

• Individuals who moved from self 
employment (trading in their own 
name) to employment with a third 
party; and 

• Those who carried out some paid 
employment towards the end of the 
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year in addition to their own 
business, only to discover that it 
pushed them just outside the 10% 
test. 

Less need to be prospective  

We expect that even those who could 
have made salary sacrifice contributions 
via their employment might choose to 
combine personally deductible 
contributions with their employer 
payments. 

This is because decisions about salary 
sacrificing (taking a lower cash salary in 
return for higher employer super 
contributions) have to be made in 
advance – before the income being 
sacrificed is actually earned. 

In contrast, this measure will allow those 
individuals to make decisions about 
“topping up” their super contributions at 
the end of the year when they might 
traditionally carry out the rest of their tax 
planning.  Consider, for example, 
someone who: 

• Saves a regular amount each month 
but only decides to contribute it to 
super in June; 

• Receives a bonus, takes it as cash 
but later realises they could have 
achieved a better tax outcome if it 
was contributed to super; and 

• Sells an asset / receives income 
from some source other than 
employment and wishes to 
contribute some of it to super on a 
tax deductible basis. 

All of these will be feasible if the 
proposed changes are introduced as 
planned.  

 

Conclusion 

When it comes to business, we often 
hear “no plan survives contact with 
reality” and it would seem that super 
legislation is no different.   

The Government’s first round of draft 
legislation has already been reduced 
considerably by today’s announcements. 

It will be interesting to see the reaction to 
these latest announcements.  While the 
Government has clearly made them to 
address loud opposition to the $500,000 
lifetime limit, it has done so by shelving 
one sensible measure (the removal of 
the work test), delaying another (the 
catch up concessional contributions) and 
has in fact introduced an additional layer 
of complexity that it could have avoided. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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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