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End of 2014-2015 financial year
checklist

Welcome to Parkworth InvestSmart issue # 1. In this issue we look at some
ways to help you maximise your investments and identify ways to position

yourself well into the next financial year. n .
‘An investment in

« Contribute to super and claim a tax deduction v/ knowledge pays the best

) ) ) interest.”
« Government co-contribution - Do | qualify v/

. . - Benjamin Franklin
« Get an extra $540 using superannuation v’

« Aged 55 or over, you may qualify for tax offsets v’

 How do | make a contribution to my spouse’s super-
annuation v/

In This Issue

» Tax deductible superannua-
tion contributions

« The benéefits of a transition
to retirement strategy

« How the government will
match your superannuation
contributions

» Spouse contributions that
may reduce your tax bill
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‘Review
contributions

made during the
financial year to
avoid inadvertently
triggering the ‘bring

forward’ rule’.

Maximise the non-
concessional contributions for
the year

Superannuation can be a tax-effective way to help people build wealth for
retirement. It makes sense to look at whether you have assets that can be
contributed to superannuation to help maximise future earnings on those
amounts.

Non-concessional, or after-tax, contributions are one way to get more
money into the superannuation system. These contributions are capped
at $180,000 for the 2014-15 financial year. When a client exceeds the non
-concessional contributions cap, they have the option of withdrawing su-
perannuation contributions above the cap made from 1 July 2013 and
85% of the associated earnings, with the full earnings to be taxed at their
marginal tax rate (less a non-refundable tax offset equal to 15% of the
associated earnings).

Clients under age 65 on 1 July of the financial year can ‘bring forward’ two
years of non-concessional contributions giving them a total non-
concessional contribution cap of $540,000 for the three years. For exam-
ple, if you were age 64 as at 1 July 2014 they can make a $540,000 non-
concessional contribution in the 2014-15 financial year.

Tips
« This year is the last opportunity for those who turned 65 after 1 July

2014 to trigger the ‘bring-forward’ provisions — subject to contribution
rules being met.

« Prior to making any non-concessional contributions, it is important to
first review any contributions that have been made during the current
year and the previous two years.

« In order to maximise non-concessional contributions consider making
a non-concessional contribution of $180,000 in June 2015 and then
use the ‘bring-forward’ provisions and make another non-
concessional contribution of $540,000 in July 2015. 2



Tips

Salary sacrifice arrange-
ments are only valid for fu-
ture earnings, and not for
income and entitlements your
client has already earned.
For example, if your want to
contribute any year-end bo-
nus to super, you need to
have indicated to your em-
ployer of the desire to salary
sacrifice your bonus prior to
the bonus being ‘earned’.

Before recommending a cli-
ent salary sacrifice additional
amounts, check contributions
already made into superan-
nuation during the current
year — this includes super
guarantee or additional em-
ployer contributions that were
received by the fund.

For low income clients with
adjusted taxable income un-
der $37,000 the Government
provides a low income super-
annuation contribution (LISC)
of up to $500 p.a. on conces-
sional contributions made
during a financial year (this is
to phase out after 30 June
2017).

Where an excess conces-
sional contributions charge is
applied, it is payable for the
year a person makes the ex-
cess concessional contribu-
tion. If you do not pay the
charge by the due date, a
general interest charge may

apply.

Clients who are self-
employed, retired and/or re-
ceive less than 10% of their
total income1 for the financial
year from employment activi-
ties may be eligible to claim a
tax deduction on any person-
al contributions they make to
superannuation for that year.

B

Maximise concessional contribu-
tions for the year

Concessional contributions can also be an effective way to contribute to superannua-
tion as they are made from pre-tax income up to an annual cap. They can also help
clients reduce taxable income in the current year which could reduce their overall tax
liability, or may help to keep clients below the $180,000 threshold for which the 2%
Temporary Budget Repair Levy applies.

Importantly the cap is based on the age of a person as at 30 June of the previous
financial year. Where the concessional cap is exceeded, amounts contributed above
the cap will be included in a client’s assessable income and taxed at their marginal
tax rate (less a 15% non-refundable tax offset on the excess amount). Clients will al-
so have to pay the excess concessional contributions charge on the increase in their
tax liability.

Excess concessional contributions count towards the non-concessional contributions
cap. Clients may elect to withdraw up to 85% of their excess concessional contribu-
tions from their superannuation fund to help pay their income tax assessment when
they have excess concessional contributions. Any excess concessional contributions
withdrawn from the fund is then grossed up (that is divided by 85%) and no longer
counts towards their non-concessional contributions cap.

1 Gross assessable income, reportable employer superannuation contributions and reportable fringe bene-
fits.

Income year Cap for those Cap for those Cap for all other
aged 59 years aged 49 years
oroveron 30 oroveron 30
2014-15 $35,000 $35,000 $30,000 3
2013-14 $35,000 $25,000 $25,000



Continued.....

Where those types of contributions are to be made there are a number of
considerations, including:

You need to be eligible to contribute. This means meeting the work
test (40 hours over 30 consecutive days) if you are aged 65 to 74 at
the time the contribution is made.

A valid notice needs to be completed and given to the super fund trus-
tee before:
— the client lodges their tax return for the financial year in which
the contribution was made, or
— the end of the following financial year after the contribution
was made.

You need to have an acknowledgement from the fund’s trustee con-
firming receipt of the notice.

It is important that the trustee of the fund continues to hold the contri-

bution for which a deduction is being claimed. Where part of the funds
have been withdrawn or rolled to another super fund, the amount that
may be claimed as a deduction will generally be reduced. If the contri-
bution is used to start an income stream in the fund the ability to claim
a deduction is lost.

‘Where the income
stream consists of
unrestricted non-
preserved money,
and where the fund
allows, this money
can be withdrawn
at any time as a
lump-sum.’




Tips

e Where the income stream
consists of unrestricted non-
preserved money, and
where the fund allows, this
money can be withdrawn at
any time as a lump-sum.
Amounts withdrawn may
count towards meeting the
minimum pension payment
requirements but they are
not subject to the 10% limit.

Non-commutable income
streams started during the
last month of the financial
year do not need to make a
minimum payment for that
year, meaning the payment
can be deferred until next
year.

If you are turning 60 during
the financial year consider
holding off any pension pay-
ments until you reach age
60.

oaaeeaEEEEs Transition to retirement income

ing to 56 from 1 July 2015, - m
so you will need to be at Stream Opportu N Itles

(SRR 56_ F’efOre thgy call A transition to retirement income stream provides a person who is still work-
start a transition to retire- ing but has reached preservation age (currently 55) access to their superan-
ment strategy. nuation in the form of a non-commutable account-based income stream.
There are a number of benefits for you, including the ability to:

1) continue working and increase the amount they currently contribute to
super as a concessional contribution without reducing their current level
of income

2) reduce work hours and maintain their current level of income

3) rollover money from the superannuation environment where earnings
are taxed at a rate of up to 15% into the pension environment where
earnings are not taxable.

Where money used to start the non-commutable income stream is pre-
served, payments made in the financial year must not exceed 10% of the
purchase price in the year of commencement or 10% of the account balance
at 1 July in subsequent years.
2 To be eligible to make a personal deductible contribution, it must be made on or before the
28th day in the month following the clients 75th birthday.
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‘By making a
spouse contribu-
tion, the contrib-
uting spouse may
be eligible for a tax
offset of up to

$540, this is 18% of
up to $3,000.”

Maximise government co-
contributions

Government co-contributions provide eligible clients with the opportunity to receive a co-
contribution of up to $500 from the Government to help increase their retirement savings.

To be eligible you must:

* make a non-concessional contribution to a complying super fund in the financial year
and not claim a tax deduction for the contribution

» receive 10% or more of their total incomesfor the year from eligible employment, carry-
ing on a business, or a combination of the two

+ have less than $49,488 total incomesin the financial year
* lodge an income tax return for the financial year
» be under age 71 at the end of the financial year, and

* not hold a temporary resident visa during the financial year unless you are a New
Zealand citizen or the holder of a prescribed visa.

You will not need to apply for the co-contribution. If they are eligible the Australian Tax-
ation Office will automatically calculate the co-contribution and deposit it into your su-
per fund.

Take advantage of the spouse con-
tributions tax offset

Spouse contributions are non-concessional contributions that you can make on behalf of
your spouse. A key feature of this type of contribution is that the contributing spouse may
be eligible for a tax offset of 18% on contributions up to $3,000.

To be eligible:

» you must make a non-concessional contribution into your spouse’s complying super
fund in the financial year and not claim a tax deduction for the contribution

» your spouse must be under age 65 or if has reached age 65 but is under age 70 must
meet the work test

* you and your spouse must be Australian tax residents

« at the time of making the contribution you and your spouse are not living separately and
apart on a permanent basis, and

- the spouse’s total incomesmust be less than $13,800 in the financial year.
Spouse contributions count towards the spouse’s non-concessional contributions cap.

3 Gross assessable income, reportable employer superannuation contributions and reportable fringe benefits.



Tips

o Ensure your Tax File Num-
ber has been provided to
your super fund

If your super fund does not have
your Tax File Number (TFN) be-
fore the end of the financial year,
your employer contributions will
incur 15% contributions tax plus
an additional 31.5% no-TFN
contributions tax and your super
fund may not be able to accept
any personal contributions.

e Look to bring forward deduc-
tions into this current year

Maximising net income and in-
vesting tax effectively are im-
portant personal goals. There-
fore, it is a good time to consider
pre-paying/bringing forward any
tax deductible expenses. These
include:

= donations to charity

= premiums for Income Pro-
tection Insurance held out-
side of superannuation envi-
ronment

interest payments on invest-
ment loans

the cost of maintenance and
repairs to investment proper-
ties.

Contribution splitting opportu-
nities

Contribution splitting gives you the opportunity to increase their spouse’s
superannuation, using money you have accumulated within superannuation.

In summary, you can split up to 85% of concessional contributions (up to
the concessional contributions cap) where your spouse:

* has not reached preservation age, or
* has reached preservation age but is under age 65 and has not retired.
To split a contribution your must apply to your super fund by the earlier of:

 the day you request your entire account balance to be rolled over, trans-
ferred or cashed in for the financial year in which the contribution was
made, or

« the end of the following financial year after the contribution was made.

Contributions which are split continue to count towards your concessional
contributions cap so cannot be used as a strategy to mitigate excess contri-
butions tax.

‘You can split up to 85% of concessional contri-
butions (up to the concessional contributions
cap) made during a year.’



This information is current as at 13 April 2015 unless otherwise specified and is pro-
vided by Challenger Retirement and Investment Services Limited ABN 80 115 534
453, AFSL 295642 (Challenger). It is intended for Australian financial services advis-
ers only. It must not be passed on to retail investors. It is intended to be general infor-
mation only and not financial product, tax or social security advice and has been pre-
pared without taking into account any person’s objectives, financial situation or
needs. Any general taxation advice contained in this document is provided by Accuri-
um Pty Ltd ABN 13 009 492 219, a related body corporate of Challenger. We strongly
recommend that individuals seek professional taxation and social security advice for
their individual circumstances And advisers should, before advising their clients on
any of the matters referred to in this document, consider its appropriateness to their
client’s situation. This information includes statements of opinion, forward looking
statements, forecasts or predictions based on current expectations and our under-
standing of how the current law operates about future events and results. Any such
statements are subject to change and actual results may be materially different from
those shown. This is because outcomes reflect the assumptions made and may be
affected by known or unknown risks and uncertainties that are not able to be present-
ly identified. Any taxation, social security and centrelink comments are based on cur-
rent law at the time of writing which may change at a future date. In preparing this
information, Challenger has relied on publicly available information and sources be-
lieved to be reliable, however the information has not been independently verified.
While due care and attention has been exercised in the preparation of this infor-
mation, no representation or warranty, either express or implied, is given as to the
accuracy, completeness or reliability of that information. The information presented is
not intended to be a complete statement or summary of the matters referred to in the
presentation. Neither Challenger nor their related entities, nor any of their directors,
employees or agents accept any liability for any loss or damage arising out of the use
of all or part or, or any omission, inadequacy or inaccuracy in, the information pre-
sented.

The Trustee for the Conn Family Trust trading as Parkworth Financial Solutions ABN 50 892
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Services Licensee
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