
 

 

 

 

 

Tuesday night’s Federal Budget contained a variety of measures across superannuation, 
taxation and retirement income that will affect many of our clients and their financial plans. 
Please note that these proposals are not yet legislated, and as always the team at AGS 
Financial Group are well placed to advise you on your strategic options as these proposals 
progress. 

Key elements of the reforms include: 

Superannuation (also refer to summary on page 5) 

 $500,000 Lifetime Cap on non-concessional (after tax) contributions (immediate) 
Effective budget night, a $500,000 lifetime non-concessional contributions cap will 
apply. Excess contributions will need to be removed or will be subject to penalty tax.  
 
All non-concessional contributions made from 1 July 2007 will be counted towards the 
lifetime cap. However, contributions made before this measure cannot, by themselves, 
result in an excess amount.  
 
The lifetime cap will replace the annual cap (and ‘bring forward’ arrangements) which 
currently apply. The new cap will allow Australians up to age 74 to make non-
concessional contributions. 
 
The $500,000 limit will be indexed to Average Weekly Ordinary Time Earnings in 
$50,000 increments. 

 $1.6 million superannuation transfer balance cap (effective 1 July 2017) 

The Government is proposing to introduce a $1.6 million transfer balance cap to limit 

the total amount of accumulated superannuation benefits that an individual will be able 

to transfer into the retirement income phase. Subsequent earnings on pension 

balances will not form part of this cap.  

Where an individual accumulates superannuation amounts in excess of $1.6 million, 

they will be able to maintain this excess amount in a superannuation accumulation 

account (where earnings will be taxed at 15%, rather than the 0% rate in Pension 

accounts).  

A penalty tax on amounts that are transferred in excess of the $1.6 million cap 

(including earnings on these excess transferred amounts) will be applied.  

Fund members who are already in the retirement income phase with balances above 

$1.6 million will be required to reduce their retirement balance to $1.6 million by 1 July 

2017. These excess balance amounts may be converted to a superannuation 

accumulation account. 

The $1.6 million cap will be indexed in line with CPI in $100,000 increments. 



 

 

 More High Income Earners subject to additional tax on super (effective 1 July 2017) 

The government will lower the threshold at which high earners pay an additional 15% 

tax on super contributions, from the current $300,000 to $250,000. 

 Reduced Concessional Contributions Cap (effective 1 July 2017) 

The current limits of $30,000 (those under age 49) and $35,000 (those aged 49+) will 

be reduced to $25,000 for everyone. 

 Allowing catch-up concessional contributions (effective 1 July 2017) 

Those with interrupted work patterns or changing circumstances will benefit from the 

ability to carry forward unused concessional contribution limits, on a rolling basis for 

up to five years. This option is only available to those with less than $500,000 in 

superannuation. 

 Super contributions for those age 65 to 75 (effective 1 July 2017) 

At present, a work test must be met in order to make voluntary super contributions 

after age 65. This will be removed for those under age 75. 

 Ability to claim tax deduction for super contributions (effective 1 July 2017) 

Currently, only self-employed or largely “unsupported” individuals can claim a tax 

deduction for their own super contributions. The government propose to abolish the 

current tests, allowing all individuals up to age 75 to claim an income tax deduction for 

personal superannuation contributions. If legislated, this will effectively allow all 

individuals, regardless of their employment circumstances, to make concessional 

superannuation contributions up to the concessional cap.  

 Changes to Transition to Retirement (TTR) income streams (effective 1 July 2017) 

The earnings on superannuation fund assets that support a pension are exempt from 

tax at fund level regardless of the age of the client or the condition of release used to 

start the pension.  

This tax exemption, where the assets are supporting a TTR Income Stream, will no 

longer be available from 1 July 2017. This means that earnings on fund assets 

supporting a TTR after this date will be subject to the same maximum 15% tax rate 

applicable to an accumulation fund. 

Further, the ability to treat income payments as a lump sum for tax purposes will also 

be removed. 

 Removal of Anti-Detriment benefit (effective 1 July 2017) 

An Anti-Detriment benefit is an additional payment from the super fund on the death of 
a member, effectively seen as a refund of the members 15% tax on earnings. While 
the government has confirmed lump sum payments to tax dependants will remain tax 
free, the Anti-Detriment benefit will no longer be available. 

 Increase eligibility for Spouse Super Tax Offset (effective 1 July 2017) 

Currently a tax offset of up to $540 is available for contributions to low earning 

spouses. The income thresholds for the receiving spouse will be raised from $10,800 

(cutting out at $13,800) to $37,000 (cutting out at $40,000). 



 

 Low Income Superannuation Tax Offset (effective 1 July 2017) 

From 1 July 2017, a Low Income Superannuation Tax Offset (LISTO) will be 

introduced to replace the Low Income Superannuation Contribution. The LISTO will 

provide a non-refundable tax offset to superannuation funds, based on the tax paid 

on concessional contributions made on behalf of low income earners, up to a cap of 

$500.  

The LISTO will apply to members with adjusted taxable income up to $37,000 that 

have had a concessional contribution made on their behalf.  

Personal Taxation 

 Modest change to marginal tax rates:  

As speculated, a tax cut has been proposed at the current $80,000 taxable income 

threshold to combat “bracket creep”. As a result, marginal tax rates for resident 

taxpayers are proposed to change as follows: 

 

 

Income ($) 

2015/16  

Marginal Tax 

Rate (%) 

 

Income ($) 

2016/17 Marginal 

Tax Rate (%) 

0 – 18,200 0 0 – 18,200 0 

18,201 – 37,000 19 18,201 – 37,000 19 

37,001 – 80,000 32.5 37,001 – 87,000 32.5 

80,001 – 180,000 37 87,001 – 180,000 37 

180,001 + 47 180,001 + 47 

Note: Medicare levy may also apply, 47% tax rate includes Temporary Budget Repair 
Levy (TBRL, additional 2%). The TBRL is due to expire from 30 June 2017 and has 
not been extended in this budget. 

Small Business 

 Increase in small business entity turnover threshold (effective 1 July 2017)  

Starting from 1 July 2016, the Government proposes to increase the small business 
annual aggregated turnover threshold from $2 million to $10 million for certain small 
business concessions. From 1 July 2016 these small business concessions include:  

− the lowering of the small business corporate tax rate to 27.5% from 1 July 2016, 
towards 25% by 2026/27,  

− for all businesses with annual aggregated turnover of less than $10 million 
simplified asset depreciation rules, including immediate tax deductibility for asset 
purchases costing less than $20,000 until 30 June 2017, and 

− other tax concessions such as the extension of the FBT exemption for work-related 
portable electronic devices and the immediate deduction of professional expenses. 
As speculated, a tax cut has been proposed at the current $80,000 taxable income 

 



 

 Unincorporated small business tax discount (effective 1 July 2016) 

For small businesses, that are not companies, the Government proposes to extend the 
unincorporated small business tax discount.  

From 2016-17, the discount will be available to business with aggregated annual 
turnover of less than $5 million, up from the current threshold of $2 million. The 
discount on tax payable on business income will be increased to 8 per cent, up from 
the current 5 per cent, but the maximum discount available will remain at $1,000 per 
annum.  

Over the next decade it is proposed to further expand the discount in phases to a final 
discount of 16 per cent, with the existing $1,000 maximum discount per individual for 
each income year to remain. 

Other Measures 

In addition to the Superannuation, Taxation and Small Business measures covered 
above, the budget included a number of measures targeting Multinational Taxation, 
Social Security, Aged Care and Financial Services Supervision. 

Naturally, as these measures become law, we are on hand to assist you with understanding 
and responding to the changes. As always, please contact us should you require any advice 
or assistance with your plans. 

 

Disclaimer and Acknowledgement 

Prepared from briefings gratefully received from: AMP, Challenger, MLC and the Financial 
Planning Association. 
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(Australian Financial Services Licence No. 232706).  

Any advice on this page is general in nature and does not take into account your personal 
objectives, financial situation or needs. Accordingly, you should consider the product 
disclosure statement for any product and your own objectives, financial situation and needs 
before acting on this information and before acquiring a financial product. You can obtain a 
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For more information: 

AGS Financial Group Pty Ltd 
ABN: 70 093 990 946 
 

Phone 1300 665 182 
 

www.agsfinancialgroup.com.au 

Office locations: 

Sydney: Crows Nest, Caringbah, Baulkham Hills 

Melbourne: Docklands 

Brisbane: Milton 

Adelaide 

http://www.agsfinancialgroup.com.au/about-ags/contact-us
http://www.agsfinancialgroup.com.au/
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Superannuation Reforms At a Glance
BEFORE AFTER

TAX LIMIT OTHER TAX LIMIT OTHER

CONCESSIONAL 
(BEFORE-TAX) 
CONTRIBUTIONS 

Include:

• compulsory Super 
Guarantee contributions;

• voluntary salary sacrificed  
contributions; and

• voluntary personal 
contributions where  
a tax deduction  
is claimed.

$30,000 p.a
($35,000  

for people  
50 and over)

Only the  
self-employed  
whose salary  

wage is less than  
10% of their income 
can make deductible 

contributions.

People over 65 cannot 
make voluntary 
contributions if  

not working.

$25,000 p.a 
for everyone

and allowing  
catch-up  

contributions of 
unused caps over  
5 years for people  

with  balances 
$500,000 or less.

Everyone is able 
to claim a tax 
deduction for 

super contributions 
to eligible super 
accounts up to  

the cap.

People aged  
between 65-74  
can continue  
to contribute  

without meeting  
the work test .

  

NON-CONCESSIONAL  
(AFTER-TAX) 
CONTRIBUTIONS

Include: 

• contributions from take 
home pay;

• inheritances;

• spouse contributions;

• proceeds from sales  
of assets; and

• contributions above the 
concession limit.

$180,000 p.a
3 yr bring forward for 

people under 65.

$1.4  
million

additional CGT cap  
for eligible small 

business owners .

Tax offset for spouse 
contributions only  

where recipient 
income is less than 

$10,800

$500,000 
lifetime cap

for everyone.

$1.4  
million

additional CGT cap  
for eligible small 
business owners. 

Tax offset for spouse 
contributions  
where spouse  

income is less than 

$37,000

EARNINGS  
TAX IN THE 
ACCUMULATION 
ACCOUNTS

EARNINGS TAX  
IN RETIREMENT
ACCOUNTS

no limit
No limit on the 

size of retirement 
phase accounts

People who have 
reached preservation 

age but are under  
65 and not retired  

can access  a 
transitional super 

income stream (TRIS) 
with tax free earnings.

Only income streams 
that pay a regular 

income are eligible 
for the earnings tax 

exemption.

$1.6m 
transfer  
balance  

limit
Excess balances 

can be held in 
an accumulation 

account.

People who have 
reached preservation 

age but are under  
65 and not retired  
can still access a
transitional super 

income stream (TRIS)
but earnings on the 

amount supporting it 
will be taxed at 15%.

Innovative new 
retirement income 

stream products will 
become eligible  for 

the earnings  
tax exemption.

BENEFITS

Minimum draw 
down requirements 

for retirement account 
based pensions.

People can elect to 
treat certain income 
streams (including 
TRIS) as lump sum 

payments to reduce 
their tax liability.

Minimum draw  
down requirements  

for retirement account  
based pensions.

People will no longer  
be able to treat super 

income streams 
(including TRIS) as 

lump sum payments 
to reduce their tax.

15%15%

15%

30%
 if income 

and super  
>$300K

30%
 if income 
and super 
>$250K

 refund tax  
 if income  
<$37,000

Low Income  
Super Contribution

15%

 refund tax
 if income  
<$37,000

Low Income Super  
Tax Offset

(10% on capital gains) (10% on capital gains)

TAX
FREE

TAX  
FREE

TAX
FREE

TAX
FREE

After-tax 
income  

no tax in  
fund

After-tax 
income  
no tax in  

fund

Source: Budget 2016 Superannuation Fact Sheet 01




