
 

 

 

Self-Managed Super Fund Newsletter 
 
This quarterly newsletter provides tax 
and regulatory information to assist in 
the management of a Self-Managed 
Super Fund (SMSF). It doesn’t provide 
investment advice. Should you require 
investment advice, contact us and we 
will connect you with our affiliated 
financial planner. 
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OUR OTHER QUARTERLY 
PUBLICATIONS 

▪ Property Investment Newsletter 

▪ Towards Better Business Newsletter 

▪ Business Valuation Newsletter 

--------------------------------------------------- 
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▪ Positive change in deductibility 
rules for concessional contributions 

▪ Explaining the $1.6 million transfer 
balance cap 

▪ Legislation and other changes 

▪ Our SMSF services 

 

POSITIVE CHANGE IN 
DEDUCTIBILITY RULES FOR 

CONCESSIONAL CONTRIBUTIONS 

 

SMSF members take note! There has 
been a positive change to the rules 
that will make it easier for you to 
make a tax-deductible contribution 
into your super fund.  

Up to 30 June 2017, individuals could 
only claim a personal deduction for 
super contributions where stringent 
conditions were met. 

The most restricting of the conditions 
was a “10% test” that only permitted 
10% of your total income to be salary 
and wages. Because of this, tax 
deductibility was mainly restricted to 
sole proprietor businesses. The only 
way employees could get extra 
contributions into super was by salary 
sacrifice which not all employers 
could, or would, do. 

The 10% rule was a counter-
productive policy because individuals 
were denied the ability save toward 
retirement and therefore, not be 
reliant on the government’s aged 
pension. The rule was also unfair 
because some individuals could make 
tax deductible contributions, while 
others could not. 

From 1 July 2017, the 10% test has 
been removed. This now means most 
SMSF members can now claim a tax 
deduction for super contributions if 
they receive employment income. 

Warning 
Ensure total contributions to your super 
fund(s) from yourself and your 
employers don’t exceed the $25,000 
annual concessional contributions cap. 

For individuals to access the changed 
rule, the following (easily-met) 
conditions must be present: 

o the SMSF must be a complying 
super fund, 

o the member is under 65 years old or 
between 65 and 74 and working, 

o the member notifies their fund in 
writing of the amount they intend 
to claim as a deduction, and the 
fund writes acknowledging that 
notice. 

 

EXPLAINING THE $1.6 
MILLION TRANSFER BALANCE 

CAP 

 
In the lead up to 30 June 2017, much 
was written about the new “$1.6 
million transfer balance cap” for 
superannuation pensions. A great 
majority of that material was technical 
and difficult to understand. We 
thought a simple explanation would 
help. To make reading easier we refer 
to the $1.6 million transfer balance 
cap as “the cap”. The article is brief 
and simplistic as we try to avoid jargon 
and too many details. However, as 
always with taxes, the devil is in the 
detail so make sure you get advice for 
you own personal situation before 
taking any action. 

To understand what the cap is trying 
to achieve, it’s helpful to outline the 
government’s motivation behind the 
change. Federal governments (no 
matter what brand) look for new ways 
to raise tax revenue as their spending 
increases. Super funds have long been 
seen by governments as a honey-pot 
for more revenue, but it’s very hard 
for them to do so without a backlash. 
Instead of increasing taxes on this 
sector, they have limited the money 
anyone can take as a tax-free pension. 
The change achieves the same 
objective as an increase in taxes but 
done under the auspices of taxing “the 
rich” which inflicts far less political 
damage. 
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The cap only impacts people at their 
time of retirement. In the years 
leading up to then, a member’s funds 
are in “accumulation” phase. During 
this phase, contributions and fund 
earnings are taxed at 15%, and there 
has been no change to that. 

Before introduction of the cap, the 
member’s entire super balance could 
be allocated to a pension. Income 
from the underlying investments were 
tax-free in the super fund and the 
pension paid to the retiree was tax-
free. Now, from 1 July 2017, the cap 
limits the amount of accumulated 
funds that can be switched into a 
pension at $1.6 million per person. 
Excess monies would remain in 
accumulation phase with earnings 
taxed in the fund at 15%. For example, 
if a member’s pension balance is $1.6 
million and the fund earns a 5% pa 
return, the member’s maximum 
annual tax-free pension would be 
$80,000.  

For purposes of keeping a record of 
where the cap is for a member, a 
“notional” account is created at 
pension time. The monies transferred 
from accumulation to the pension 
account (no more than $1.6 million) 
represent an increase in this notional 
account. 
 

Pension payments don’t reduce the 
notional account but some other 
payments do, such as commuting all 
or part of your future income into a 
lump sum payment. If your notional 
balance falls below $1.6 million, you 
can top it up with monies from your 
accumulation account (if any). In 
future, the cap will be adjusted 
upwards with inflation. 

 

LEGISLATION & OTHER CHANGES 

 

 

Under-utilised contribution caps: 
Although the cap for concessional 
contributions was reduced to $25,000 
(irrespective of age) from 1 July 2017, 
you can catch-up unused parts of prior 
year caps from 1 July 2018. The 
unused portion is carried forward on a 
rolling basis for five years provided 
your fund balance is under $500,000. 

 

OUR SMSF SERVICES 

 

o Organise establishment of SMSF, 
bare/security trusts and limited 
recourse borrowings 

o Preparation of SMSF financial 
statements 

o Preparation of member 
statements  

o Preparation and lodgement of 
SMSF tax returns 

o Windup SMSF 

o SMSF tax audit insurance 

o ASIC Agent for SMSF corporate 
trustee 

 

We post regular helpful information: 

 Follow us on Facebook 

 Follow us on Google Plus 

 Follow us on LinkedIn 

 Follow us on Twitter 
 

 

 

Contact us... Chris Beavis Suite 25 (03) 9478 3333 

 Managing Director 20 Enterprise Drive enquiries@chieftains.com.au 

 Chieftains Bundoora   VIC   3083 chieftains.com.au 
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This newsletter is for guidance only, and professional advice should be obtained before acting on any of its contents. Neither the publisher nor the 
distributors can accept any responsibility for loss occasioned to any person as a result of action taken or refrained from in consequence of the contents 
of this publication. Liability limited by a scheme approved under Professional Standards Legislation. 
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