James W Mann

Accountants

& Associates

FASA*CPA ABN 97 952 079 628

Changes to superannuation to
watch out for

The budget handed down by the govemment in May
anncunced changes that will effect superannuation.
The major aspects of change are as follows:
Lifetime cap for after tax contributions

You can currently make up fo three year's worth
of after-tax (mon-comcessional) contributions i
a simgle year (3540,000) under the cument rules.
If using the three years worth, you have to wait
urtil that three years has passed before you can
once ag3ain ‘bring forward more of this type of
contribution.

With the budget changes there will now be a lifetime
limit of $500,000 on these after-tax contributions,
and will count all such confributions made since 1
July 2007

What effect will thiz have? If you were planning
on using the transfer of assets or proceeds from
the zale of assets over fime to mspdmise this type
of contribution to your superannuation fund, this
strategy can only be used up fo an amount of
$500,000.

Cumenthy you could contribute $540,000 this year,
then a further $540,000 in another three years time.
If any future planning involved this sort of strategy it
will nead to be reconsidered.

Aleo, any fulure planning with this type of
contribution will also need io take into account any
non-concessional contributions made since 1 July
2007 where this was not the case previously.
Changes to concessional contributions

From 1 Juby 2017, whers a person (whose individual
super balance is less than ¥500,000) doesn't use
all of their comcessional contributions cap (the
before-tax maximum  contribution  amount)  the
unusad amount can be conftributed in the following
frve years.

This makes up (to some extent) for ancther change
anncunced - the reduction in the concessional cap
o 325,000 from 1 Juby 2017, no matter the age of
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the member.

Wihat effect will thiz have? The reduction in the cap
will reduce the amount of tax deductible contribution
that can be made for fund members, but those
members who have only been contributing their
syperannuation guarantee amount each year will
seg fhem able to contribute more when their cash
fiow may allow it.

Remowal of the work test

From 1 Juby 2017, if you are age 85 — T4 you
will b2 able to make afierdax contributions fo
superannustion without having to work a certain
numbers of hours.

This is because the requirement to work a certain
number of hours in a certain time frame (known as
tive “Work Test') will mo longer apply.

Wihat affect will fhis have? Those planning fo
el assets to help fund retirement will b= able fo
extend the time frame in which they wish to do this,
whether this is due to wanting to retire later than 85
or simply to wait for the asset o come to the market
price they are seeking.

Im using such a sirategy though, the super fund
member's contribution will need to fall under the
S500,000 lifetime cap noted abowe.

A cap on Pension balances

From 1 July 2017, the amount of money held in
all pension accounts in a person's mame may not
excesd 51.6M (this does not incude fund eamings
after that time]).

What effect will thiz have? For those with pension
balances above this amount they wil meed o
transfer the excess figure out of the pension. This
can be transferred into a superannuation acoount
in the members name in the accumulation phase.
While these changes have not passed inio
legislation yet, it would be a good time to consult
your adviser as to how they may affect your
situation mow and the impact on your retiement
plammning.




Risk protection not just about
insurance

Whille we all regard protection against risk as some
type of insurance, there are other things to consider
im relation o your superanmuation.

Enduring Power of Attomey

If you were to become unable to make decisions on
your cwn b=half you would be unable to confinue
as & trustes of an SMSF, or as a director of the
corporate trustee.

In such a case, if you do not have an Enduring
Power of Attomey (EPOAT) in place, you would
generally be required to be removed as a memiber
of the fund, and your account balance rolled over to
a commercial superannution plan.

With an EPOA in place, your attomey is able to
can represent you and perfiorm youwr tnustes duties.

Further, this will ensure that the assets of the
SMSF won't be disturbed by the need to mowve your
memiber balance elsewhere. Such an action might
see assets needing to be cashed when they are
below their true market value.

Binding Death Benefit Nomination ['BEDBEN")
Mlany consider that because the SMSF is within a
family group that there is no nesd o wse a BOBM
— especally where the tusteesmembers are
husband and wife.

VWhat must b= considered alongside this is whether
there is & 'blended’ family imvohved (e with
children from previous mamiages), or if there is any
ecirangement within a single family unit.

There are many examples of situations where, in
the event of the death of a member of the SMSF,
otihers in the family who are not members of the
fund have made claim to the death benefit

In such siuations the benefit can be tied up while
subject o court proceedings, and the resulis
of those proceedimgs can see benefis paid to
someone other than the SMSF member who was
expecting to receive them.

The use of a BOBM in such circumstances removes
any doubt from the intention of who is to recewe
the death benefit, due to the trustees of the SMSF
being bound fo pay death benefits in accordance
with the directions of the BDBM.

It is mot a requirement of a superannualion fund
to offer it members a BOBM, however where
imtending to use one, an SMSF trustees should
check to ensure that the fund trust deed allows this.
While reviewing personal risk insurance is part of
the imeestment strategy reguirements, a review
of risks in these areas should form part of the
annual review. Your adviser will b= able o guide
a discussion in relation o your needs in this area.

SMSF advice now licensed

From the first of July an adviser meeds to be

licensad to provide advice abouwt an SMSF.

Ini prowiding licensed advice, thers may be some

changes to how this has been provided in the past:

2 iou will b= given a document telling you abouwt
the licence under which the advice is given;

4 A fact finder will be completed with details of
your current situation and what you want your
superannuation fund to achieve; and

O The advice will be provided to you in writing in a
document called a "Statement of Advice’.

An adviser can choose not to be icensed and siill

be able to provide you with factual information.

This might include:

d The minimum pension payment based on the
account balance and percentages;

3 Whefher you can withdraw benefits from the
fund or not; and

= What the maximum amount is that can be
contributed to a super fund.

However, unlicensed practitioners will have torefrain

fromn giving an opinion about your superannuation,

even in relation to what contribuons should be
miade to the fumd.

Please ask us about cur amangements, and what
we will b= able fo advise you on in relation to your
syuperannuation sibuation in the future,




