
 

 

 

T
e

c
h

n
ic

a
l 
U

p
d

a
te

 |
 B

u
d

g
e

t 
A

n
a

ly
s

is
 -

 S
u

p
e

ra
n

n
u

a
ti

o
n

Important disclosures can be found in the Disclosures Appendix. 

 

 

  

 
 

Is the glass half full or half empty? 
 

Contribution limits are under attack again, with the concessional limits cut in half and 

non-concessional limits returning to pre-indexation amounts from 1 July 2009. The 

Co-contribution payment has also been temporarily reduced.  You could excuse a 

person for thinking 'saving for retirement' was no longer a Government priority. 
 

Contributions Summary 

Concessional Contributions 

From 1 July 2009, concessional contribution limits will be reduced to: 

� Over 50’s  $50,000 pa per person until June 2012.  

(The cap will then revert back to the same limit as per under 50's.) 

� Under 50’s  $25,000 pa per person (indexed) 

In actual fact, the $50,000 is being reduced by more than half given it was due to index to 

$55,000 from 1 July 2009.  This represents a $30,000 decrease, or 54.5%. 

Note:  If indexation is to remain at AWOTE with limits only increasing by $5,000 increments, 

as is currently the case, it could take a number of years for the $25,000 limit to increase to 

$30,000. 

Non-Concessional Contributions 

From 1 July 2009, the non-concessional limit will be maintained at $150,000 for 2009/10 

financial year.  From 1 July 2010, the limit will be defined as 6 times the concessional 

contribution cap (instead of 3 times). 

The expected indexing to $165,000 will therefore not take place as indicated previously.  

Indirectly this means the non-concessional contribution limit has also reduced.   

The 3-year averaging limit will also be affected.  Instead of the limit increasing to $495,000 it 

will remain at $450,000. 

Note: Given indexing will no longer occur, it will not matter if a client triggers the 3-year rule 

this financial year or after 1 July. 

Co-contribution Payment 

The Government will temporarily reduce the Superannuation Co-contribution matching rate 

from 150% to 100% for contributions made in 2009/10 to 2011/12, and to 125% for 2012/13 

and 2013/14.    

The co-contribution payment is expected to return to 150%, or $1500, from 1 July 2014. The 

reduction rates, therefore, will be: 

� 3.333 cents for years 2009/10, 2010/11 and 2011/12 

� 4.167 cents for years 2012/13 and 2013/14 

� 5 cents from 2014/15 onwards 

Note:  Current minimum income threshold remains at $30,342 pa and maximum income 

threshold at $60,342 pa.  
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Strategies 

Salary Sacrifice 

The effectiveness of salary sacrifice has obviously been curtailed, as was the Government's 

intention.  When you take into account employer SG contributions there leaves little room for 

additional salary sacrifice payments if you are a high income earner (that is, those individuals 

most likely to salary sacrifice in the first instance unless you have a high income earning spouse). 

Table 1 :  How much can I sacrifice? 

Gross Income pa SGC pa Salary Sacrifice pa 
(Under 50) 

Salary Sacrifice pa 
(Over 50) 

$20,000 $1,800 $23,200 $48,200 

$40,000 $3,600 $21,400 $46,400 

$60,000 $5,400 $19,600 $44,600 

$80,000 $7,200 $17,800 $42,800 

$100,000 $9,000 $16,000 $41,000 

$120,000 $10,800 $14,200 $39,200 

$140,000 $12,600 $12,400 $37,400 

$160,000* $13,744.80 $11,255.20 $36,255.20 

  $25,000 $50,000  
Source: ABN AMRO Morgans.    
* SG maximum contribution base is $152,720 (08/09fy).  Employers only obliged to pay SG up to this base regardless of salary. 

Standard excess penalty tax will apply for contributions exceeding the new limits.  That is, an 

additional 31.5% in addition to the 15% contributions tax.  The excess contributions will then count 

against the non-concessional contribution cap. 

Transition to Retirement Strategy 

The transition to retirement strategy will now have reduced effectiveness for high income earners 

looking to reduce their salary and replace it with the transition to retirement (TTR) pension 

income.  It will also mean a review of how much income is actually drawn from the TTR pension.  

In most instances, the individual nominates the maximum 10% income from their TTR pension 

and reduces their salary by a complementary amount that allows them to retain the same or 

similar cashflow. 

With the reduced contribution limits the amount a person can effectively sacrifice is also reduced - 

which means the amount required from the TTR pension may not be as much as the 10% 

maximum.  This obviously reduces the tax effectiveness of this strategy.  Additionally, by 

maintaining a TTR pension but reducing the amount sacrificed, a person is effectively drawing on 

capital which will have a negative impact on the fund's account balance over time. 

Individuals over age 60 may still wish to take the maximum 10% pension as it is still tax free.  The 

surplus income could be re-contributed into their superannuation account as a non-concessional 

contribution, thereby increasing the tax free component within the fund.  However, again this could 

still result in a negative impact on the fund's account balance so this must be taken into account 

when determining the most effective strategy. 

Example 

Frank is 55 years old.  He earns $75,000 pa and has $400,000 in super - all taxable component. 

He will use 100% of his account balance to commence a TTR pension. 

He needs $57,000 net cash to cover his living expenses. 

Currently, to optimise Frank's income and tax position via a TTR and salary sacrifice strategy, 

Frank could sacrifice up to $49,488 in addition to his employer's SG contributions ($9,750), and 

draw the maximum $40,000 from his TTR pension.  Frank's after-tax income is $57, 376, which 

meets his income needs.  He is also increasing his net super benefits by $5,800 approximately. 

However, if Frank was to maintain that strategy after 1 July 2009 he would exceed his new 

$50,000 cap by $9,238, resulting in an excess tax penalty of $2,910. 

To avoid excess penalty tax Frank would need to reduce his salary sacrifice amount to $40,250. 

Assuming he maintained his TTR pension at $40,000 what does this mean in terms of Frank's 

income and tax position for 2009/10? 
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Table 2 : Frank's TTR Strategy 

Description 2008/09 FY 2009/10 FY 

Salary $75,000 $75,000 

Less Salary Sacrifice $49,488 $40,250 

Plus TTR Income $40,000 $40,000 

Total Assessable Income $65,512 $74,750 

Less Tax (inc. M/L) $14,636 $17,396 

Less Pension Offset $6,000 $6,000 

Less MAWTO $500 $500 

Total Tax $8,136 $10,896 

Net Income $57,376 $63,854  
Source: ABN AMRO Morgans  

The extra $6,000 surplus income Frank is now receiving could be contributed back into his 

account as a non-concessional contribution.  Alternatively, he could reduce the amount of TTR 

pension he draws to try to maintain his account balance. 

Chart 1 compares Frank's current income and tax position to the new reduced strategy enforced 

from 1 July 2009.  We have assumed he re-contributes surplus income to super as a non-

concessional contribution.  However, Frank's account balance for the post 1 July 09 scenario is 

still less than what it would have been pre-Budget announcement.  Frank may therefore be better 

off reducing his TTR pension income. 

Chart 3 : Pre July 2009 vs Post July 2009 - under age 50 

 
Superannuation Balance over 5 yrs    Tax over 5 yrs 

Source: ABN AMRO Morgans. 

Frank should also consider the earnings potential of his superannuation account balance.  If he is 

withdrawing more than he is contributing to super, he would want to review his investment 

portfolio to maximise the earnings potential (including franking credits) to help maintain his 

account more effectively. 

If Frank was over age 60, he would most likely be salary sacrificing a greater amount into 

superannuation this financial year as his TTR pension income is tax free.  Table 4 summarises 

Frank's estimated income and tax position if age 60. 

Table 4 : Frank's TTR Strategy 

Description 2008/09 FY 2009/10 FY 

Salary $75,000 $75,000 

Less Salary Sacrifice $57,605 $40,250 

Plus TTR Income $40,000 $40,000 

Total Assessable Income $17,395 $34,750 

Less Tax (inc. M/L) $1,718 $4,833 

Less Low Income Tax offset $1,200 $1,160 

Less MAWTO $500 $500 

Total Tax $18 $3,173 

Net Income $57,377 $71,577  
Source: ABN AMRO Morgans  

Again, Frank's options are to a) contribute the surplus income he doesn't need back into 

superannuation or b) reduce his TTR pension income for the year. 
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Personal Deductible Contributions 

Self employed and substantially self employed persons will also be limited by what they can 

contribute personally into superannuation and claim a tax deduction. 

This could affect a person's overall tax planning for his or her small business; or in the case where 

a person has sold an asset and realised a capital gain, the maximum that can be claimed as a tax 

deduction will be $25,000 or $50,000, accordingly. 

Remember also that with the new Income Test Reforms legislation taking effect from 1 July 2009, 

an employed person will not be able to sacrifice salary so that their employment income is less 

than 10% of their overall assessable income.  The sacrificed amount must be added back thereby 

negating the 10% strategy. 

For this reason, self employed individuals should be reviewing their contributions strategy prior to 

30 June 2009 to take advantage of the higher $50,000 or $100,000 concessional limits. 

Individuals considering selling an asset that could trigger a large capital gains may also want to 

think about bringing the sale of that asset forward to before 30 June 2009. 

Co-Contribution Scheme 

Individuals who wish to take advantage of the co-contribution payment should ensure they make 

their non-concessional contribution before 30 June 2009 to access the current $1,500 payment. 

From 1 July 2009 the payment will reduce to $1,000 - but even with the reduced payment, the co-

contribution is still an attractive retirement savings strategy for those who are eligible.   

After 3 years the payment will increase to $1,250 and then back to the full $1,500 within 5 years 

so it should always be considered as part of a person's superannuation strategy. 

Based on the reduced co-contribution payments as from 1 July 2009, the co-contribution matrix 

will now look like this: 

 

Table 5 :  Government Co-contribution Matrix from 1 July 2009 

You contribute $1,000 $750 $500 $250 

Your Income Your Govt Co-contribution payment will be: 

Less than or equal to $30,342 $1,000 $750.00 $500.00 $250.00 

$32,342 $933.34 $750.00 $500.00 $250.00 

$34,342 $866.68 $750.00 $500.00 $250.00 

$36,342 $800.02 $750.00 $500.00 $250.00 

$38,342 $733.36 $733.36 $500.00 $250.00 

$40,342 $666.70 $666.70 $500.00 $250.00 

$42,342 $600.04 $600.04 $500.00 $250.00 

$44,342 $533.38 $533.38 $500.00 $250.00 

$46,342 $466.72 $466.72 $466.72 $250.00 

$48,342 $400.06 $400.06 $400.06 $250.00 

$50,342 $333.40 $333.40 $333.40 $250.00 

$52,342 $266.74 $266.74 $266.74 $250.00 

$54,342 $200.08 $200.08 $200.08 $200.08 

$56,342 $133.42 $133.42 $133.42 $133.42 

$58,342 $66.76 $66.76 $66.76 $66.76 

$60,342 $0 $0 $0 $0 

      
Source:  CFS FirstTech, 2009 Federal Budget Report 
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DISCLAIMER - ABN AMRO MORGANS LTD 

This report was prepared as a private communication to clients and was not intended for public circulation or publication or for the use of any third party, without the 
approval of ABN AMRO Morgans Ltd (“ABN AMRO Morgans”). While this report is based on information from sources which ABN AMRO Morgans considers reliable, its 
accuracy and completeness cannot be guaranteed.  Any opinions expressed reflect ABN AMRO Morgans judgment at this date and are subject to change. ABN AMRO 
Morgans has no obligation to provide revised assessments in the event of changed circumstances. ABN AMRO Morgans, its directors and employees do not accept any 
liability for the results of any actions taken or not taken on the basis of information in this report, or for any negligent misstatements, errors or omissions.  This report is made 
without consideration of any specific client’s investment objectives, financial situation or needs. Those acting upon such information without first consulting one of ABN 
AMRO Morgans investment advisors do so entirely at their own risk. It is recommended that any persons who wish to act upon this report consult with an ABN AMRO 
Morgans investment advisor before doing so. This report does not constitute an offer or invitation to purchase any securities and should not be relied upon in connection 
with any contract or commitment whatsoever. 

DISCLOSURE OF INTEREST 

ABN AMRO Morgans and/or its affiliated companies may make markets in the securities discussed.  Further, ABN AMRO Morgans and/or its affiliated companies and/or 
their employees from time to time may hold shares, options, rights and/or warrants on any issue included in this report and may, as principal or agent, sell such securities.  
ABN AMRO Morgans affiliates may have acted as manager or co-manager of a public offering of any such securities in the past three years.  ABN AMRO Morgans affiliates 
may provide or have provided banking services or corporate finance to the companies referred to in the report.  The knowledge of affiliates concerning such services may 
not be reflected in this report.   

The Directors of ABN AMRO Morgans advise that they and persons associated with them may have an interest in the above securities and that they may earn brokerage, 
commissions, fees and other benefits and advantages, whether pecuniary or not and whether direct or indirect, in connection with the making of a recommendation or a 
dealing by a client in these securities, and which may reasonably be expected to be capable of having an influence in the making of any recommendation, and that some or 
all of our Proper Authority holders may be remunerated wholly or partly by way of commission.  

RECOMMENDATION STRUCTURE 

Absolute performance, long-term (fundamental) recommendation: The recommendation is based on implied upside/downside for the stock from the target price. A Buy/Sell 
implies upside/downside of 10% or more and a Hold less than 10%. The target price is the level the stock should currently trade at if the market accepted the analyst’s view 
of the stock, provided the necessary catalysts are in place to effect the change in perception. If it is felt that the catalysts are not fully in place to effect a re-rating of the stock 
to its warranted value the target price will differ from ‘fair’ value. Given the volatility of share prices and our pre-disposition not to change recommendations frequently, these 
performance parameters should be interpreted flexibly. Performance in this context only reflects capital appreciation and the horizon is 12 months.  

For listed property trusts (LPTs) the recommendation is based upon the target price plus the dividend yield, ie total return. A Buy implies a total return of 10% or more; a 
Hold 5-10%; and a Sell less than 5%. 

Absolute performance, short-term (trading) recommendation: The Trading Buy/Sell recommendation implies upside/downside of 3% or more. The trading recommendation 
time horizon is 0-60 days. 

Each stock has been assigned a Volatility Rating to assist in assessing the risk of the security. The rating measures the volatility of the security's daily closing price data 
over the previous year relative to other stocks included in either the S&P/ASX200 Index (large caps) or the Small Ordinaries Index (small caps) of which it is a member. This 
rating is a quantitative (objective) measure provided as an additional resource and is independent of the qualitative research process undertaken by our research analysts.  

A rating of Low indicates very little movement in price over the previous year (Coefficient of Variation < 4 for small caps or < 5 for large caps).  A Moderate rating implies 
average price movement over the previous year (Coefficient of Variation of 9 - 21 for small caps or 7.25 - 15 for large caps).  A High rating implies significant price 
movement over the past year (Coefficient of Variation greater than 25 for small caps or 35 for large caps). 

PRIVACY 

Personal information held by ABN AMRO Morgans Ltd may have been used to enable you to receive this publication. If you do not wish your personal information to be 
used for this purpose in the future please advise us, including your account details to your local ABN AMRO Morgans Ltd office or to Reply Paid 202, GPO Box 202 
Brisbane Qld 4001. 

 

 


