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16 September 2016

Ms J Carew
Superannuation Tax Reform
Retirement Income Policy Division
The Treasury
Langton Crescent
PARKESACT 2600
By email: superannuation@treasury.gov.au
To Whom It May Concern

Submission:Superannuation reform package
1. Taxpayers Australia Ltd trading as Tax and Super Australia (Tax and Super Australia) welcomes

the opportunity to submit our views in relation to Treasury's exposure drafts of the following
bills, herein referred to as exposure drafts:

(i) Superannuation (Objective) Bi/12016

(ii) Treasury Laws Amendment (Fair and Sustainable Superannuation) Bi/12016
(iii) Treasury Laws Amendment {Fair and Sustainable Superannuation) Regulation 2016
2. We commend the Government for the initiative aimed at simplifying the superannuation system
in Australia.
3. Tax and Super Australia is broadly supportive of the measure captured in the Exposure Draft and
is keen to ensure the legislation achieves its policy intent .
4.

We do wish to express our concern regarding the period of consultation afforded to the
interested parties. Treasury provided no more than ten days to respond to an exposure draft
implementing significant changes. This is insufficient time for stakeholders such as ourselves to
engage a greater number of members in consultation. We have unfortunately limited the
number of issues discussed by us in this submission as a result. We request that any subsequent
consultation entails a more appropriate public consultation period.

About Tax and Super Australia
5. Tax and Super Australia is a membership-based organisation. Our membership primarily
comprises small to medium sized tax practices, sole tax practitioners, small businesses and
individual taxpayers. We represent our members' collective voice in relation to law and policy
matters.
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Tax offsets for spouse contributions
Overview
6. We recommend that the eligibility for the tax offset for spouse contributions (tax offset) be
reviewed.
7. We believe that the tax offset does not achieve the desired purpose and the taxpayer
behaviours it seeks to encourage.
8. One of the stated subsidiary objectives of superannuation is to facilitate consumption smoothing
over the course of an individual's life. One way to achieve this is to facilitate the choice by the
taxpayer to save rather than spend a portion of their disposable income throughout their
working life. Such choice would generate genuine new savings for the individual and an
accretion to the funds in the superannuation system.
9. We recommend an addition of an eligibility criterion similar in essence to the proposed
subsection 290-230(4A) of the Income Tax Assessment Act 1997.
10. The additional eligibility criterion should prevent a potential abuse of the tax offset through
withdrawal of superannuation benefits tax-free after the age of 60 and re-contribution of the
funds, representing these withdrawn superannuation benefits, to spouse's superannuation
interest.
11. The impact of this arrangement is to get an entitlement to the tax offset without the creation of
genuine new savings. An example of such arrangement is provided at 22 - 26.

Current impact of acceptance of contributions rules on the tax offset for spouse contributions
12. Current rules on the acceptance of contributions limit acceptance of certain contributions for
members over the age of 70. (the table in subregulation 7.04(1) of the Superannuation Industry
{Supervision) Regulations 1994) . Specifically, item 3 restricts a regulated superannuation fund to

accepting member contributions that are made by the member only.
13. The effect of the current acceptance of contributions rules is that the tax offset is only available
in respect of contributions made for a spouse who is under 70 years of age.

Impact of the proposed changes to the acceptance of contributions rules on the tax offset for
spouse contributions
14. The proposed amendments to the acceptance of contributions rules in subregulation 7.04(1)
remove all restrictions on acceptance of contributions for members under the age of 75.
15. The impact of these amendments is that the tax offset for spouse contributions is extended to
contributions made for spouses under the age of 75.

Rationale for the extension of the eligibility to the tax offset for spouse contributions
16. The proposed amendments to the tax offset extend the availability of offset in two dimensions:
(i) Age - from spouses under 70 to spouses under 75

(ii) Income - from spouses with income under $13,800 to spouses with income under $40,000
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17. We recommend reconsidering the rationale for increasing the accessto the tax offset with
respect to age. Individuals in the age group from 70 to 75 are less likely to be in a saving mode
for retirement compared to younger individuals. OECDdata on average effective age of
retirement from the labour force indicates that such age in Australia is 65.3 years (OECDAgeing
and Employment Policies - Statistics on average effective age of retirement). In light of this, the
extension of tax concessions and government support provided should be commensurate with
the behaviours that are likely to result from such incentives.
18. The debate on superannuation to date did not reveal significant dissatisfaction with the current
age limits imposed on making the spouse contributions. Australia's Future Tax System final
report contained the recommendation to remove the spouse contributions tax offset .
19. We recommend maintaining the eligibility for the tax offset for spouse contributions at the
current age limit for spouses - 70 years. It could be implemented through a condition that the
spouse is under 71 as at the end of the financial year when any contributions are made for the
spouse.
20. Alternatively, the age limit can be tied to current age pension limit of 67 years of age.
21. In arriving at this recommendation we have considered a potential misuse of the tax offset
through a tax planning strategy discussed in the scenario 22 - 26.

Example of potential tax minimisation through the tax offset for spouse contributions
22. Both members of the couple are over 60 years of age, but under 75, and retired . Both are
drawing tax free superannuation benefits.
23. One member of the couple (high income member) has assessable income in excess of $40,000
which results in the tax liability after taking into account low income tax offset and seniors and
pensioners tax offset .
24. The other member of the couple has adjusted taxable income below $37,000.
25. High income member can make contributions using the funds from the tax free superannuation
benefits to make spouse contributions for low income member. As a result, the high income
member is entitled to the tax offset for spouse contributions. The offset is reducing the tax
liability of the high income member .
26. Note that the benefit of the tax offset is not available in a situation if both members had low
assessable income with no tax payable. This is due to the tax offset being non-refundable . This
skews the benefits of the offset to the high income earning individuals .

Deductibility of personal superannuation contributions
27. We fully support the removal of the restriction in the income tax law on individuals deducting
personal contributions to superannuation.
28. We see this measure as fundamental in allowing individuals to save for their retirement
independent of their employment or business arrangements.
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Low income superannuation tax offset

29. We fully support this measure to compensate low income individuals for the tax that
concessional contributions to their superannuation bear in the hands of their superannuation
fund or retirement saving account provider.
30. We see this measure as improving the fairness of the superannuation system.

Amendments relating to harmonising contribution restrictions
31. We fully support this measure to simplify aged based acceptance of contributions rules.
32. We see this measure as responding to the current trends of longer working and active lives.

The primary objective of the superannuation system
33. We fully support this measure to enshrine the objective of the superannuation system in
legislation .
34. We strongly encourage the statement of compatibility should always follow the stated best
practice and address the subsidiary objectives.

Concludingcomments
35. Thank you for this opportunity to contribute to the superannuation reform masures.
36. If you would like to discuss this submission further, please contact our Business Services
Manager, Ms Lisa Greig, on 03 8851 4555 or lgreig@taxpayer.com .au.

Yours sincerely
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