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Superannuation Budget Changes

There were few, but significant, changes
in this year’s budget in terms of Superannuation.

Super Surcharge Reductions and Increase in
Government Co-contribution

The proposed reduction in the superannuation surcharge,
scaling down from the current 14.5% (2003/2004)

to 7.5% by the 2006/2007 year, was a welcome
announcement.

The Super Surcharge is a tax that applies to certain
contributions received by superannuation funds where the
total of the income and contributions of the person for
whom the contribution is made exceeds the surcharge
threshold. The surcharge is generally payable by the fund
holding the contributions.

The tax rate is applied on a sliding scale, from 0% on an
income (including super) of $94,691, to 14.5% where the
member’s income (including super) exceeds $114,981.

Under the proposed changes, the maximum rate will fall
as follows:

FINANCIAL YEAR END MAXIMUM SURCHARGE RATE

30 June 2005 12.5%
30 June 2006 10.0%
30 June 2007 7.5%

This change will certainly encourage higher income earners
to contribute to super.

Also welcome was the announcement that the government
intends to increase the amount it will contribute under the
co-contribution scheme, matching every $1 of

personal super contributions made by those eligible,

from $1 to $1.50, up to a maximum of $1,500.

The government will also extend the co-contribution to
middle income earners by increasing the income level at
which the co-contribution cuts out completely, from $40,000
to $58,000. The co-contribution will reduce by 5c for every
$1 of income over $28,000.

The following is an example that shows the amount of super
the government will contribute at certain income levels
assuming a personal contribution of $1,000 is made, up to
the level where it cuts out completely:

May 2004

ASSESSABLE INCOME  GOVERNMENT CONTRIBUTION

0 - $28,000 $1,500
$30,000 $1,400
$40,000 $ 900
$45,000 $ 650
$50,000 $ 400
$58,000 $ Nil

Restrictions on provision of Complying Pensions
from Self Managed Super Funds

A major announcement in the Budget that has shocked the
industry is that a new self managed superannuation fund
(SMSF) will no longer have the option of providing fixed
term or lifetime complying pensions to their members.
However, these pensions will be still allowed where the
fund’s trust deed specifically provided for these type of
pensions, prior to 12 May 2004.

Funds which have no provision in the deed to pay a complying
pension will now only have the option of paying either an
allocated pension, or the new market linked ‘growth’
complying pension, which is due to become available from
20 September 2004.

Both allocated pensions and growth pensions are designed
to provide a retirement income stream which will exhaust
the fund’s balance over a number of years.

The difference between the two pensions is that the allocated
pension provides the flexibility to choose an income stream
year to year between a ‘minimum’ and ‘maximum’ range
(as determined by legislation) and lump sums can be drawn
from the pension account at any time.

The new growth pension is designed to pay a pension which
will vary year to year depending on the recipient’s age and
pension account balance at 1 July. The pension is to be set
for a fixed number of years and no lump sum payments may
be taken aside from the annual pension requirements.
Treasury will release more details on the characteristics of
these pensions as we get closer to September.

Similar to the existing complying pensions (lifetime and fixed
term pensions), the new growth pension will satisfy
government requirements to be considered a ‘complying’
pension. The growth pension will also be granted 50% asset
test exemption from 20 September 2004 in relation to
Centrelink benefits.



Continued...

Complying pensions are often chosen by members of SMSFs
where their super balance exceeds the lump sum Reasonable
Benefit Limit* (RBL), as the tax concessions applying to
complying pensions are determined with reference to the
much higher pension RBL.

Intense lobbying is under way to have these proposals
put aside.

If you or a client intends commencing a complying

pension before September 20, there are some important tax
planning strategies available, so we would encourage you to
call us to discuss your particular situation.

If there are any aspects you wish to discuss, please call
Tania Tonkin, Ed Bernard or Cheryl Williss on:

1300 787 576.

*A person’s Reasonable Benefit Limit is the maximum amount of

superannuation that they are entitled to receive during their lifetime
on a concessionally taxed basis.

Tax Saving Strategies

With the end of the financial year looming, many clients are
looking for ways to minimise their tax bill.

The establishment of a self managed super fund, is one
simple solution.

The team at SuperGuardian are happy to discuss ways
in which your clients can benefit from setting up a self
managed super fund prior to June 30.

We are currently offering a 20% discount on the
2003 - 2004 annual fee for funds established
between now and June 30 2004.

If you would like to meet with one of our superannuation
specialists, or arrange an individual appointment for one of
your clients, please call Olivia Molina on: 1300 787 576.

Additions to the SuperGuardian Team

We are pleased to announce that due to the ongoing growth
and expansion of SuperGuardian, we have appointed several
new staff members.

Cheryl Williss

Cheryl joins SuperGuardian

from William Buck Chartered
Accountants. Cheryl is a specialist in the
area of superannuation, and as Manager
of the SuperGuardian accounting
division, is responsible for overseeing
the provision of the SuperGuardian
service to clients.

Edward Bernard

Ed’s role within SuperGuardian will be
to provide quality technical advice to
clients and financial advisors. Ed has
previous experience in providing technical
advice at Cavendish Superannuation.
Ed also plans to complete the

CA programme of the Institute of
Chartered Accountants.
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Olivia Molina

Olivia joined SuperGuardian having
spent 7 years with Ord Minnett
Stockbrokers and Financial Planners.
Olivia is responsible for steering

the marketing strategy and business
development, and ensuring the
ongoing provision of superior service
to clients and advisors utilising the
SuperGuardian service.

Announcements - GST & PAYG

The Federal Budget included a package of tax measures aimed
at reducing compliance costs for small business. The following
proposed measures may also impact on self managed
superannuation funds:

Current State of Play

If you voluntarily register for GST (i.e your turnover is less
than $50,000 p.a), you are required to make quarterly GST
payments towards your annual GST return.

If you are an annual PAYG payer & register for GST, your
PAYG instalment options change to quarterly in the quarter
after you register for GST.

Budget Announcements

= If you are an annual PAYG payer and you register for the
GST during the year, it is proposed that you won’t be
required to pay quarterly PAYG until the first quarter of
the following income year. Therefore, the annual PAYG
instalment election remains for the current income year.

= Small businesses and non-profit organisations that voluntarily
register for GST will be allowed to report and pay GST on
an annual basis. The Government says that it will fully
compensate the States for the revenue impact of this.
Therefore, no quarterly payments will be required.

« The annual election requirement for the GST instalment
option will be simplified so that no annual re-election will
be required for eligible entities wishing to continue with
the GST instalment option.

Date of effect
These changes will have effect from 1 July 2004.
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