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What’s new in 
superannuation?
The Federal Government’s ten 

superannuation reforms came 

into effect on 1 July. Here’s what 

has changed.

The Federal Government says the reforms 

it announced in its budget make the 

superannuation system more sustainable. It 

has also made some rules more flexible to 

suit current working environments. 

Access to concessional 
contributions

Previously, only people who earned less 

than 10 per cent of their income from salary 

or wages could claim a tax deduction for 

personal superannuation contributions. 

Now, generally, anyone under the age of 

65 – and those aged 65 to 74 who meet the 

work test – can claim a tax deduction up to 

the concessional contributions cap. 

This will benefit the 800,000 or so people* 

who are partially self-employed and 

partially wage and salary earners – such 

as self-employed contractors, individuals 

employed by small businesses, freelancers 

– and individuals whose employers do not 

offer salary sacrifice arrangements.

Non-concessional contributions 
cap cut 

The annual non-concessional contributions 

cap has been cut to $100,000 and $300,000 

for those eligible to use the bring-forward 

provisions.

Non-concessional contributions will no 

longer be available to people with total 

super balances of $1.6 million or more by 

the end of the previous financial year. 

People under the age of 65 will still be 

able to bring forward up to three years of 

non-concessional contributions.

This measure, which is aimed at 

discouraging tax minimisation, is expected 

to affect less than 1 per cent of fund 

members.*

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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Additional 15 per cent tax 
for high income earners and 
concessional contributions cap 

The income threshold at which high-

income earners pay additional 15 per cent 

tax on certain concessional contributions 

has been reduced, moving to $250,000 

from $300,000. The annual cap on 

concessional (before-tax) contributions 

has also been lowered to $25,000. 

It works like this: Madeline will earn 

$260,000 in salary and wages in 

2017–18 and will make concessional 

superannuation contributions of $30,000. 

Madeline’s fund will pay 15 per cent tax 

on these contributions. Madeline will pay 

an additional 15 per cent tax on $25,000, 

which in effect means this amount is 

taxed at 30 per cent. The $5,000 excess 

concessional contribution over the cap 

will be treated as income and taxed at 

her marginal rate with a 15 per cent non-

refundable tax offset, which will mean 

she will pay $1,600 in tax. Madeline can 

leave the $5,000 in her superannuation, in 

which case it counts as a non-concessional 

contribution. If she doesn’t want the 

excess concessional contribution to count 

as a non-concessional contribution, she 

could elect to refund 85 per cent of the 

excessive concessional contribution. 

The Treasury says the reduced 

threshold will affect about 1 per cent 

of superannuation account holders, 

while the lower annual concessional 

contributions cap will affect about 3.5 per 

cent.*

The transfer balance cap

There is now a $1.6 million cap on the 

total amount that can be moved into 

superannuation during the tax-free 

retirement phase. However, subsequent 

earnings on balances in the retirement 

phase will not be capped or restricted.

The transfer balance cap will grow with 

the consumer price index, meaning the 

cap is projected to be about $1.7 million 

in 2020–21. 

People with existing super income 

streams were required to take action by 

30 June 2017 to ensure that they had no 

more than $1.6 million in super income 

streams. Those whose income stream 

balances were more than $1.6 million but 

equal to $1.7 million or less have until 

31 December 2017 to ensure they take 

remedial action. 

Less than 1 per cent of account holders 

will be affected,* as the average 

superannuation balance for a 60-year-old 

is expected to be $240,000 in 2017–18.

Low-income superannuation tax 
offset 

A low-income superannuation tax offset 

replaces the low-income superannuation 

contribution. Under this measure, 

eligible individuals with an adjusted 

taxable income of up to $37,000 can get 

refunds on the tax paid on concessional 

contributions up to a cap of $500. This 

avoids the situation where low-income 

earners pay more tax on contributions 

than on their take-home pay. The refunds 

will go into the superannuation account.

It is estimated that about 3.1 million 

low-income earners will benefit, including 

about 1.9 million women.*

Catch-up concessional 
contributions

People with a total superannuation 

balance of less than $500,000 before 

the start of a financial year can use any 

carried forward unused concessional 

contributions for up to five years.

For example, Cassandra has a 

superannuation balance of $200,000 

but will not make any concessional 

superannuation contributions in 2018–19 

as she took time off work to care for a 

child.

In 2019–20, she can contribute $50,000 in 

concessional contributions ($25,000 under 

the annual concessional cap and $25,000 

from her unused 2018–19 concessional 

cap which she can carry forward). In 2019–

20, this will help about 230,000 people.* 

The spouse tax offset extended

The spouse tax offset is now available 

to more couples as eligibility has been 

extended to people whose recipient 

spouses earn up to $40,000. This is an 

increase from $13,800, and about 5,000 

people are expected to use the change.* 

Innovation barriers removed 

The tax exemption on earnings in the 

retirement phase has been extended 

to encourage the creation of a wider 

range of products. This will provide more 

flexibility and choice for retirees to help 

them avoid outliving their savings.

Transition to retirement income 
streams

Taxable income from assets supporting 

transition to retirement income streams 

are no longer tax-exempt at the super 

fund level. Instead they will be taxed 

concessionally at 15 per cent. 

Pension payments continue to 
be tax free if the individual is 60 
or over 

Individuals will also no longer be allowed 

to treat certain superannuation income 

stream payments as lump sums for 

taxation purposes. About 110,000 people 

will be affected.* 

Anti-detriment rule abolished

The anti-detriment provision that allows 

superannuation funds to claim a refund 

of the 15 per cent tax on contributions 

paid by the deceased member over their 

lifetime has been abolished. However, 

lump sum death benefits for eligible 

dependants will remain tax free.

Seek advice 

As these changes are very complex, it’s a 

good idea to talk them through with an 

expert. A financial adviser may help you 

understand how these changes affect 

your unique financial situation, which 

may give you the confidence you need to 

make great decisions about your future.  

*Source: Australian Government, The Department 
of the Treasury, ‘Superannuation Reforms’.
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Personal 
insurance 
in a 
nutshell
Total & Permanent 
Disability (TPD) 
Insurance

What is it for?

If you have an accident or 

illness that means you are 

permanently unable to work, 

TPD insurance pays you a one-

off amount (a “lump sum”). 

You can use it for any purpose 

you like but usually people use 

it to: 

• Pay for home modifications 

and lifestyle changes

• Pay for long term care and 

ongoing medical expenses

• Pay off debts – e.g. a 

mortgage, personal loans

• Invest and fund an ongoing 

income for their family.

When should I get it?

Even if you don’t yet have any 

dependants, it makes sense to 

get TPD insurance while you’re 

young and healthy when you 

can get cover with low or 

no medical checks and no 

restrictions on your cover. 

It can be included in your 

superannuation, but you need 

to check and be sure that it 

matches your individual needs. 

Default TPD included with 

Super can be very restrictive. 

In particular, definitions of 

“total and permanently 

disabled” vary significantly. 

Another important variable 

is whether it covers you for 

“any occupation” or “own 

occupation”.

Income Protection

What is it for?

If you have an accident or 

suffer an illness and you’re 

unable to work, or only work 

in a reduced capacity, your 

sick leave runs out and you no 

longer earn your full income, 

how will you afford to live?

Income Protection insurance 

provides you with, typically, 

75% of your usual salary in 

monthly payment instalments 

so you can keep making loan 

repayments, stay on top of 

household expenses and 

continue to generate savings 

for your future.

When should I get it?

As soon as you have an 

income and a lifestyle you 

want to be able to maintain.

What are the chances I’ll 
need it?

60% of working Australians 

will, at some stage, need to 

take a prolonged break from 

work as a result of illness or 

injury*. So, there is a high 

likelihood that you would 

benefit from having this cover.

* TAL Facts of Life Study

Life Insurance 
(aka Death cover)

What is it for?

If you were to die or become 

terminally ill when people 

are still dependent on you 

to provide for them, life 

insurance pays a one-off 

amount (a “lump sum”) that 

your beneficiaries can use to 

continue living the life you 

had planned together, for 

example:

• Continue living in the family 

home

• Provide for their education

• Cover living expenses

• Pay off debts.

When should I get it?

Even if you don’t yet have any 

dependants, it makes sense 

to get life insurance while 

you’re young and healthy – i.e. 

when you can get cover with 

low or no medical checks and 

no restrictions on your cover. 

It could be included in your 

superannuation, but you need 

to check and be sure that it 

matches your individual needs. 

Life insurance included by 

default with Super can be very 

limited.

Trauma Protection

What is it for?

If you suffer one of the listed 

serious medical conditions like 

cancer, heart attack, stroke or 

an accident, trauma insurance 

pays you a one-off amount (a 

“lump sum”). You can use it 

for any purpose you like but 

usually people use it to: 

• Pay for treatment costs over 

and above what is covered 

by Medicare or Health 

Insurance – and these can 

be very substantial

• Pay for the best treatment 

available (this could include 

treatment overseas)

• Make lifestyle changes so 

they can focus on healing – 

like permanently reducing 

the number of days they 

work, making modifications 

their home such as ramps 

and rails, and funding a 

family member to take time 

off work to support them in 

their recovery

• Take some time off work 

or take a stress-free family 

holiday

• Invest to fund an ongoing 

income for their family

• Take pressure off their 

finances by reducing debt.

When should I get it?

Even if you don’t yet have any 

dependants, it makes sense 

to get Trauma insurance while 

you’re young and healthy 

when you can get cover with 

low or no medical checks and 

no restrictions on your cover.

What are the chances I’ll 
need it?

It depends on your age. 

Asteron Life, a major insurer in 

Australia, found that:

• Only 5% of trauma claims 

were made by people in 

their 30s

• A massive 68% of trauma 

claims were made by 

people in their 40s.
Source: www.asteronlife.com.au/the-
danger-decade-for–australians

Income
Protection

Trauma
Protection

Life 
Insurance

TPD 
Insurance
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Relaxation: The key to a healthy heart 
Just relax – it could save your heart. A recent study definitively linked stress with heart disease, but 

there are simple ways to de-stress and stay healthy.

Stress is part of modern life and it has 

long been suspected that it may play a 

part in heart disease.

The bad news is that a multi-year study 

published in the medical journal The 

Lancet shows that being chronically 

stressed takes a serious, and lasting, toll 

on your health and increases the risk of 

heart disease.

Stress apparently triggers the amygdala – 

the part of the brain keyed specifically to 

respond to stress – which then activates 

bone marrow and inflames the arteries.

This is a survival reaction that prepares 

the body for a potentially harmful 

experience, such as injury, which would 

have been essential for the earliest 

humans. Bone marrow produces the 

white blood cells necessary for tissue 

repair. Widening the arteries increases 

blood flow. However, in the modern 

environment, the over-production of 

white blood cells can cause a build-up 

of plaque in the arteries and lead to 

heart disease.

The people in the study with 

higher amygdala activity had a 

greater risk of cardiovascular 

disease and developed 

problems sooner than those 

with lower activity.

“Eventually, chronic stress could be 

treated as an important risk factor for 

cardiovascular disease, which is routinely 

screened for and effectively managed 

like other major cardiovascular disease 

risk factors, such as smoking, high 

blood pressure and diabetes,” says 

study author and cardiologist Dr Ahmed 

Tawakol, co-director of the Cardiac 

MR PET CT Program at Massachusetts 

General Hospital.

“So far, it appears that things like 

mindfulness and other stress-reduction 

approaches seem to really nicely tamp 

down on the amygdala, and they appear 

to even cause benefits in other areas of 

the brain.” 

The other stress-reduction approaches 

are diet and exercise. Regular exercise 

triggers feel-good chemicals in the brain 

such as dopamine and endorphins. It 

also regulates and reduces the damage 

the stress hormones cortisol and 

adrenaline cause. 

Physical activity can relax your muscles 

and relieve tension, making it a great 

way to combat stress. Exercise also 

helps enrich the brain with oxygen and 

nutrients, which can improve cognitive 

functioning and leave you feeling 

energised and alert. As a result, your 

mental focus and emotional stamina get 

a boost, which means you’re in better 

shape to tackle the challenges of daily life. 

You should team a good exercise regime 

with a healthy diet that limits the intake 

of refined sugar, saturated fats, salt and 

alcohol, and increases the amounts of 

fruits, vegetables, grains, legumes, lean 

meats and unprocessed foods.

As an added bonus, you may even lose 

weight!
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