
Announced measure How it works now How it is proposed to work

1. Establish a Council of Superannuation 
Custodians to assess proposed policy.

There is no independent Council. A Charter of Superannuation Adequacy and Sustainability will be agreed. An 
independent Council will be appointed and charged with assessing future proposed 
policy against the Charter and providing a report to be tabled in parliament. 
Membership of the Council will comprise representatives from the community, industry 
and regulators.

ASFA’s response:
“We believe delivering certainty and stability to superannuation is crucial to restoring confidence in the system and will help people plan better for their retirement. We would like to see further 
details regarding the Board’s composition and believe it must be entirely independent of politics. We will be contributing to the public consultation regarding the Board and its Charter.”

2. Earnings on retirement accounts over 
$100,000 will attract 15 per cent tax in the 
pension phase

There is currently no tax on earnings in the pension 
phase.

Accounts which are in the pension phase and which generate earnings above $100,000 
pa (typically accounts which have balances above $2 million), will be taxed at 15 per 
cent for each dollar earned over $100,000. That is, earnings up to $100,000 are tax free 
for everyone. Amounts over $100,000 will be concessionally taxed at 15 per cent. 

Special arrangements will apply for capital gains on assets purchased before 1 July 
2014. Particularly, assets purchased before 5 April 2013 will not have the reform 
applied on capital gains that accrue before 1 July 2024. That provides 11 years for 
people to structure their superannuation accounts with knowledge of this reform.

The Government has clarified that defined benefits funds (including federal politicians) 
will also be subject to the 15 per cent concessional tax rate where notional yearly 
earnings exceed $100,000.

Treasury predicts 16,000 accounts are affected. 

ASFA’s response:
“The goal of the superannuation system is to support people so they have enough income to live a comfortable retirement and people who have large balances with earnings of over $100,000 pa 
will be able to do this even with the additional taxation applied. At 15 per cent they are still receiving a significant tax advantage when compared with income taxed at marginal rates.  

Therefore we are not against a measure of this type, although ASFA believes a more reasonable figure would be applying such a tax on earning on balances over $2.5 million ($125,000 annual 
return at five per cent) as we stated in our Pre-Budget Submission in February this year.

We do have some concerns with how this will be implemented as it appears to be complex to administer and we will consult with government regarding this over the coming months.”
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3. Annual concessional contribution caps 
raised to $35,000 for those aged over 50

$25,000 contributions cap for all. Any contributions 
over this amount are penalised.

People aged 60 and over will be able to contribute up to $35,000 pa, regardless of 
account balance, starting from 1 July 2013.

People aged 50 and over will be able to contribute up to $35,000 pa, regardless of 
account balance, starting from 1 July 2014.

ASFA’s response:
“This measure should be applauded and we have no doubt it will help boost overall retirement savings, particularly for women who often have lower balances in retirement due to fluctuating 
work patterns and who want to be able to catch up when they are financially able to do so.”

4. Excess concessional contributions 
will only attract tax at the individual’s 
marginal rate rather than the top 
marginal rate

Concessional contributions that are in excess of 
the annual cap are effectively taxed at the top 
marginal rate (46.5 per cent) rather than 15 per 
cent. This is the case even if the individual is on 
a lower personal income tax bracket and thus is a 
severe penalty.

From 1 July 2013, the Government will allow individuals to withdraw any excess 
contributions (usually made unintentionally).

Additionally, the Government will tax excess concessional contributions at that 
individual’s marginal tax rate.

Treasury estimates that this will affect around 41,000 individuals by around $1,300 on 
average.

ASFA’s response:
“We have been advocating this issue for a long time and wholeheartedly welcome this initiative as a simpler and fairer way to tax excess contributions.”

5. The “lost” super definition will be raised 
to $3,000 from $2,000

Inactive accounts with balances of less than $2,000 
need to be transferred to the ATO to protect them 
from being eroded by fees and charges.

From 31 December 2015, the threshold for inactive accounts will move to $2,500. 

From 31 December 2016, it will move to $3,000.

ASFA’s response:
“A reduction in the number of lost accounts is a worthy aim but care will be needed in design so that accounts people want to maintain for insurance or other purposes are not inadvertently 
closed.”
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6. The income test used for the pension 
will be amended so that normal deeming 
rules are applied to superannuation 
account-based income streams.

Income from account-based income streams 
receives different treatment under pension income 
testing arrangements compared with income from 
similar assets, such as dividends from shares or 
interest from term deposits which is subject to 
deeming.

Standard pension deeming arrangements will apply to new superannuation  
account-based income streams assessed under the pension income test rules after  
1 January 2015.

Products held by pensioners before 1 January 2015 will be grandfathered indefinitely 
and continue to be assessed under the existing rules for life so no pensioner will be 
affected, unless they choose to change products.

ASFA’s response:
“There is no doubt that with an ageing population, the intersection of superannuation account balances, access to age pensions, free health care and government-funded aged care will be an 
ongoing conversation in the future. This is a necessary conversation and is where government, industry and the community can work together to achieve the best outcome for all Australians.”

7. Concessional tax treatment is extended 
to deferred lifetime annuities

Deferred lifetime annuities do not receive 
concessional tax treatment.

From 1 July 2014 deferred lifetime annuities will receive the same concessional tax 
treatment that superannuation assets which support income streams receive.

ASFA’s response:
“ASFA has been advocating for this change to occur for some time, including in our Pre-Budget Submission in February this year. ASFA is supportive of any measure that removes impediments 
that allow products to be offered that provide a deferred benefit past normal retirement age in order to better protect individuals from the adverse financial consequences of longevity.”
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