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Tax changes for 
seniors now on 
the table
The Grattan Institute says seniors are 
contributing less to the economy but 
taking a lot more out, which has to 
change.

Budget threat
The government is studying a range of 
recommendations that would change 
the age-based tax breaks for seniors. 
The suggestions come from the Grattan 
Institute, an independent think tank, which 
says age-based tax breaks are damaging 
the federal budget, and winding them back 
could help save about $1 billion a year.

Two main targets
So, what is the institute suggesting and 
what will it mean for older Australians if the 
recommendations are implemented?

The institute is targeting two generous 
age-based tax breaks – the seniors and 
pensioners tax offset (SAPTO) and the 

higher Medicare levy income threshold for 
senior Australians. 

These have been introduced in the past 
20 years as sweeteners for an ageing 
electorate. As a result, seniors now pay 
less tax than younger people on the same 
income.

Rise of the ‘taxed nots’
The institute says the trend that has seen 
fewer people paying income tax – the 
rise of the ‘taxed nots’ – reduces budget 
revenue, which is made worse as the 
population ages. It adds that despite rising 
income and the workforce participation 
rate, the proportion of over-65s paying tax 
has halved in the past 20 years.

“The age-based tax breaks for seniors 
should be wound back,” it says. “They 
might have been affordable when they 
were introduced, but no longer. They 
damage the budget, they exacerbate 
unsustainable transfers between 
generations, and they are unfair.” 

“The current generation of seniors benefit 
far more from government spending, 
particularly on health.”

If you are new to reading The Key 
newsletter, welcome. If you are an 
avid reader of this publication you 
would be familiar with this forum, 
delivering relevant and interesting 
content from the financial planning 
industry, to help you better 
manage your financial life. A core 
value of our business is that every 
Australian should have access to, 
and benefit from, good financial 
advice. In reading this publication, 
we hope that you find the articles 
interesting, and perhaps they will 
provide some talking points for 
your next review meeting with 
your financial adviser.

Enjoy reading this edition of 
The Key.
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Seniors pay less tax than younger person on the same income
Tax liability by taxable income in 2015–16
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Note: Includes personal income tax under rates and threshold, the Low Income Tax 
Offset and the Medicare levy. Source: Grattan Institute

Generational divide
The institute highlights the generational 
divide through the example of a self-
funded retiree couple that has $500,000 in 
superannuation and $1.4 million in shares 
as well as a house. They still qualify for a 
Commonwealth Seniors Health Card that 
entitles them to cheaper pharmaceuticals 
and other concessions. Their assets earn 
taxable income of $70,000 and they draw 
$24,500 from their super fund each year. 
They pay $4,049 in income tax combined, 
including tax of $3,797 and a Medicare levy 
of $252. SAPTO reduces their tax by $1,698.

By contrast, a couple in their 40s working 
full time in minimum-wage jobs and earning 
a combined income of $70,000, pay tax of 
$5,494 and a Medicare levy of $1,400. In 
other words, they pay $2,845 more tax than 
the seniors on the same income.

Three changes suggested
The institute makes three 
recommendations:

• Make SAPTO available only to 
pensioners so that those who do not 
qualify for a full Age Pension pay some 
income tax.

• Seniors should also start paying the 
Medicare levy at the point where they 
are liable to pay some income tax.

• The private health insurance rebate 
should be provided at the same rate 
irrespective of age as seniors are already 
adequately protected from higher 
private insurance costs by ‘community 
rating’ arrangements.

The institute says the changes would have 
little effect on the 40 per cent of seniors 
who receive a full Age Pension. Those 
affected will be wealthy enough to receive 
no pension at all, or only a part Age Pension. 
They will not pay any more tax than younger 
households on similar incomes.

What next?
Under the recommendations, some part-
rate pensioners and self-funded retirees 
would simply return to paying the same 
rates of personal income tax as working-age 
Australians with similar incomes.

But to understand fully how the Grattan 
Institute’s recommendations would affect 
you, we suggest you talk to your financial 
adviser.

Only middle-income seniors benefit from SAPTO
Taxable income of seniors who lodge a tax return (in 2014 dollars)

Note: Excludes the tenth decile due to scale. Includes only people who lodge a tax return, 
which excludes many full pensioners who are not required to lodge returns but may choose to 
do so. Many people with low taxable incomes will have significant superannuation balances that 
exclude them from receiving a pension, but earnings from superannuation are not included in 
taxable income. Source: Grattan Institute of ATO (2016e)
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Retirees and 
life insurance?
You’re retired, the house is paid off 
and the children are self-sufficient 
– it may be time to review your life 
insurance?

Policies expire
People often take out life insurance 
while they are working to protect their 
dependants if they die prematurely. 

Life insurance policies, including 
income protection, trauma, and 
total and permanent disability 
(TPD) insurance, generally expire 
when you reach a certain age, 
even if you are still working. 

So, let’s consider some of the insurance 
products you may have and see how long 
they generally last. 

Insurance options
Term life insurance is the most popular 
policy option. Beneficiaries receive a 
lump-sum payment if the policy holder 
dies or suffers a terminal illness and the 
usual expiry age is 99.

TPD insurance is paid in a lump sum 
if an accident or illness prevents the 
policyholder from earning an income. 
The usual expiry age for this type of 
insurance is 65.

Trauma insurance covers a major illness 
or injury, such as a stroke or car accident. 
It covers specific events and is paid 
out in a lump sum that can be used for 
any purpose, such as living or medical 
expenses.

Trauma cover can be paid even if you can 
still work and you can buy a policy even if 
you are not working. The usual expiry age 
for this type of insurance is 70.

Income protection insurance covers loss 
of income caused by accident or illness. 
Typically, these types of policies pay 75 
per cent of the insured person’s income 
but there are many variations in their 
terms. The usual expiry age for this type 
of insurance is 70.

What about my super?
There are usually additional rules for 
policies held within a superannuation 
fund, and once you reach a defined 
age you will no longer be able to make 
contributions. 

If your insurance is through your super 
fund, the premiums are deducted 
from your super account balance. Life 
insurance coverage through super usually 
ends at the age of 65.

When deciding whether to take out 
or continue your life insurance, you 
may wish to consider such things as 
any outstanding debts, including any 
mortgage repayments, as well as the 
needs of those who you leave behind.

In most instances, though, your insurance 
needs decrease with age and the range 
of relevant policies diminishes. However, 
some policies do allow you to extend for 
an extra fee.

Funeral plans
Perhaps you should consider taking out 
a funeral plan to cover funeral expenses. 
Insurers offer age-based options, or fixed-
premium policies.

The aged-based policies offer premiums 
that start lower and gradually increase, 
while the fixed premiums remain static.

What next?
Each person’s circumstances are different 
and if you are unsure of what you need, 
talk to your financial adviser.
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Male bonding: 
it’s good for 
mental health
Male bonding is good for men’s 
mental health but a lack of social 
connections can undermine it, the 
Australian Bureau of Statistics (ABS) 
says.

Boots and all
Playing sport, or even just watching 
it, has mental health benefits for men, 
according to the ABS.

“Sport is a great way for men to get 
together, and regardless of whether 
they play or watch, men are able to gain 
mental health benefits through spending 
time with friends,” says Dr Paul Jelfs, 
ABS General Manager of Population and 
Social Statistics.

However, a lack of social connections 
can lead to a higher risk of developing a 
mental health condition.

The findings are part of the fourth 
General Social Survey (GSS), which the 
ABS conducted in 2014 and released in 
late November. It shows that about three-
quarters of all men participated in some 
sort of physical recreation in 2014 and 
just over half attended a sporting event 
as a spectator.

Volunteering helps 
Dr Jelfs says volunteering helps give men 
a sense of purpose and enjoyment. In 
2014, about 2.6 million men participated 
in voluntary work, with 78 per cent saying 
they did so for personal satisfaction or to 
help others. “In general, younger men 
are more likely to help with sporting 
teams while older men are more likely 
to volunteer for welfare, community or 
religious organisations,” he said. 

Dr Jeffs says that Australian men 
generally have a range of opportunities 
for social interactions.

He says 75 per cent of men have weekly 
face-to-face contact with family or friends 
living outside their households, while 
89 per cent also have weekly contact 
through other means such as phone 
calls, text messaging and email.

Other popular activities for men are 
attending movies (65 per cent), visiting 
botanic gardens, zoos or aquariums 
(45 per cent), and attending concerts, 
theatres or other performing arts events 
(44 per cent).

Satisfaction rises
Men are also generally satisfied with their 
lives. In 2014, GSS data showed that on 
average, Australian men aged 15 years 
and over rated their overall satisfaction 
with life as 7.6, which was higher than 
in 2012 and above the Organisation 
for Economic Co-operation and 
Development (OECD) average.

In 2012, when asked to rate their life 
satisfaction, on a scale from 0 to 10, 
people in countries across the OECD 
gave it a 6.6 average (where 0 means ‘not 
at all satisfied’ and 10 means ‘completely 
satisfied’).

Overall life satisfaction measures how 
people evaluate their life as a whole 
rather than how they feel at present or 
how they feel about particular aspects of 
their life. 

The ABS says the main purpose of the 
GSS is “to provide an understanding of 
the multi-dimensional nature of relative 
advantage and disadvantage across the 
population, and to facilitate reporting on 
and monitoring of people’s opportunities 
to participate fully in society”.

Crisis help lines
Lifeline: 13 11 14

Suicide Call Back Service: 1300 659 467

Kids Helpline (for those aged 5 to 25): 
1800 55 1800

For the latest news and information from Financial Services Partners visit 
www.fspadvice.com.au/about-us


