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Downsizing the family home 
provides new contribution 
opportunities 

Effective date : 1 July 2018 

Policy rationale : This measure is 
designed to provide incentives (or at least 
reduce barriers) to older Australians 
downsizing their home. 

The measure : Effectively the proposal 
is for a new, extra cap on non-
concessional contributions of $300,000 
per person (so $600,000 if both 
members of a couple use the cap) for 
those over 65.  There is to be: 

• No work test; 

• No upper age limit (whereas 
voluntary super contributions 
normally stop entirely at 75); and 

• No prohibition of contributions for 
those who already have more than 
$1.6m in super 

While the measure refers to being 
applicable for “downsizers”, there is no 
specific mention of this in the restrictions 
described in the budget papers. 

The only requirements we know about so 
far are that: 

1. The contribution must come from 
the proceeds of the sale of a 
principal place of residence  

 But: 

• we don’t know what happens 
if the residence is owned 
entirely by one member of a 
couple; 

• there is nothing to indicate that 
the next residence must be 
cheaper than the one that’s 
just been sold; 

• there is no mention of any 
limits on non super savings 
(so many commentators have 
already pointed out that 
someone with existing assets 
they would like to contribute to 
super could take advantage of 
this tactically if they move 
house.  They simply 
contribute $300k (each) from 
the proceeds of the sale and 
use their other assets to buy 
the new house).  

2. The home must have been owned 
for more than 10 years 

So this will rule out people 
engineering a sale purely for the 
purposes of getting access to this 
new concession. 

It’s not specifically stated in the budget 
papers whether the cap would apply over 
an individual’s lifetime rather than just in 
one financial year. (Would it be possible 
for people to downsize at 65, 75, 85 etc 
and contribute $300k each time?) 

 

In every other sense, this is just “normal” 
super: 

• It’s a non-concessional contribution 
so would give rise to a tax free 
component in the super fund; 

• It will count towards the new 
pension limit of $1.6m if applied to 
provide a pension; 

• Income from that pension would 
count towards the income test for 
social security purposes and the 
Commonwealth Seniors Health 
Card; 

• the money contributed to super will 
also impact their assets for social 
security purposes (whereas their 
home is entirely exempt from the 
assets test).  It may be that this still 
provides such a large incentive to 
keep money tied up in the family 
home that the enticement of 
additional super contributions is not 
enough to change behaviour! 

First home super saver 
scheme – attempt #57 

Effective date : 1 July 2017 for the 
contributions, to be accessed from 1 July 
2018 

Policy rationale : This measure is 
designed to make it easier for people to 
save for their first home. 

The measure : allow individuals to make 
voluntary concessional and non-
concessional contributions of up to 
$30,000 (no more than $15,000 in a 
single year) and later withdraw these 
(less tax if applicable), together with a 
notional earnings amount, to provide a 
deposit for their first home. 

When the money is withdrawn it will be 
taxed at normal marginal rates but with a 
30% tax offset.  (No tax and no offset will 
apply if non-concessional contributions 
are made since these give rise to a tax 

It was a quiet year on the 
budget front for 
superannuation but as 
anyone who works in the 
SMSF arena knows, it is 
never silent!  There were a 
few new measures 
announced as well as 
some existing ones 
revisited.  This edition of 
Heffron SuperNews 
provides a snapshot of the 
2017 Federal Budget from 
an SMSF perspective 
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free component in a super fund in any 
case). 

Both members of a couple can take 
advantage of this measure – effectively 
doubling its effectiveness. 

The contributions must be made within 
existing contribution limits. 

Presumably the contributions will be 
recorded separately to other 
contributions so that (for example) 
individuals cannot use their 
Superannuation Guarantee contributions 
for this purpose. 

The Government’s position is that this 
makes saving for a home more feasible 
because the contributions are “parked” in 
a concessionally taxed environment.  
This is particularly true for concessional 
contributions for those on high marginal 
rates.   

Consider someone earning $100,000 pa 
(37% + medicare marginal tax rate).  A 
$10,000 pre-tax contribution results in 
$8,500 being saved for the house deposit 
rather than $6,100.  Even when the 
money is withdrawn, the 30% tax offset 
will mean that relatively little tax is paid on 
the $10,000 contribution. 

There is no suggestion that there will be 
limits such as income thresholds that 
prevent very high earners from taking 
advantage of this measure.  

This policy has been tried in a variety of 
different forms many times and it 
polarises people. 

Those in favour point to the challenges of 
saving for a first home in an era when 
large amounts of the income received by 
young people goes to HELP or 
compulsory super.  Anything that 
provides something of a leg up is seen 
as valuable. 

Opponents question whether this actually 
makes homes any more affordable or 
just creates complexity. 

It’s also worth noting that SMSFs were 
excluded from some of the previous 
iterations of these schemes although the 
budget papers make no suggestion that 
the same will apply this time. 

Limited recourse borrowing 
arrangements and transfer 
balance caps / total 
superannuation balances 

Effective date : 1 July 2017 

Draft legislation was released for 
comment on these measures before the 
budget indicated that the changes would 
only apply to loans taken out after 1 July 
2017 at the earliest (the start of the 
quarter after the changes receive Royal 
Assent).  The budget papers don’t 
specifically say this but we assume the 
intention has not changed. 

Policy rationale : The Government has 
concerns that some people will use 
LRBAs to rort the transfer balance cap 
(limiting new pensions to $1.6m) or the 
measures that limit future non-
concessional contributions to those who 
have less than $1.6m in super at the 
previous 30 June. 

This measure: there are two components 
to this measure. 

1. Add the value of any outstanding 
loans to a member’s total 
superannuation balance which is 
used to work out if they are allowed 
to make non-concessional 
contributions. 

For example, a fund one member 
that has a $2m asset and a $500k 
loan would normally be reported as 
having a member balance of $1.5m.  
Under this measure, if the loan was 
taken out on or after 1 July 2017, the 
member’s total superannuation 
balance would be reported as $2m 
(ruling them out of the ability to make 
further non-concessional 
contributions). 

2. Add new amounts to a member’s 
pension transfer balance to prevent 
them from having loan repayments 
treated as being made from an 
accumulation account but reflecting 
growth in the asset in the size of the 
pension account. 

As mentioned earlier, the Government 
has previously released draft legislation 
to implement this measure for only new 
loans since 1 July 2017 at the earliest.  
There is nothing to suggest that the 
announcement as part of the budget will 
change this. 

Non arm’s length income 

Effective date : 1 July 2018 

Policy rationale : this measure is 
designed to ensure that the 
superannuation tax concessions are 
appropriately targeted. 

This measure : the non arm’s length 
provisions in the Income Tax 
Assessment Act 1997 are supposed to 
prevent artificially high levels of income 
being generated in an SMSF where it is 
taxed concessionally.  The trouble is that 
the current provisions focus on income 
(eg artificially high levels of rent from a 
property, dividends from a company etc) 

The Budget proposal is to introduce 
similar rules to ensure that expenses are 
not artificially low.  (For example, not 
charging costs associated with 
maintaining a property) 

If this had been in place 10 years ago, 
we expect the great “0% related party 
LRBA” rort would never have arisen.  
The whole reason the ATO found it 
difficult to pursue this immediately was 
that these arrangements artificially 
suppressed a cost (the interest on the 
loan) rather than inflating the income on 
the asset. 

It is not clear whether this will extend to 
matters that don’t relate directly to 
investments – for example will 
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accountants whose businesses do their 
super fund accounts be required to 
charge arm’s length fees for those 
services? 

Small Business CGT 
concessions 

Effective date : 1 July 2017 

Policy rationale : this measure is 
designed to ensure that the existing 
concessions that arise on the sale of 
assets by small business owners are 
targeted as intended. 

This measure : the assets to which the 
concessions apply will be tightened so 
that the assets themselves must actually 
be linked to the small business.  This 
doesn’t change the rules around paying 
less capital gains tax or contributing 
money to superannuation, it just reduces 
the number of transactions to which 
those opportunities will apply. 

 

Conclusion 

Even a quiet Federal Budget inevitably 
offers some food for thought for SMSF 
practitioners and members.  Fortunately, 
however, superannuation has escaped 
radical change this year suggesting we 
may have a period of stability.  For now 
at least!

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Disclaimer: 

Heffron Super News is an electronic newsflash 
which highlights important events in the 
superannuation arena. If you are not already on 
our mailing list and would like to subscribe, 
please contact us on 1300 172 247 or by e-mail 
heffron@heffron.com.au.  Alternatively, if you 
do not wish to receive future editions, please 
email heffron@heffron.com.au to be removed 
from the distribution list. While Heffron believes 
that the information contained herein is reliable, 
no warranty is given to the accuracy and clients 
who rely on it do so at their own risk. This 
publication is intended to provide background 
information only and does not purport to make 
any recommendation upon which you may 
reasonably rely without taking specific advice. 
In particular, it should not be considered 
financial product advice for the purposes of the 
Corporations Act 2001  
 
 

 

        

     
      
    

        
    

        

     
      
    

        
    

        

     
      
    

        
    

        

     
      
    

        
    

        

     
      
    

        
    

        

     
      
    

        
    

        

     
      
    

        
    

Given the welcome relief of only 
modest changes to super in the 2017 
Federal Budget we can return to 
focussing on the implementation of 
the biggest super reforms in 10 years 
from 1 July 2017.  Heffron is 
developing a range of tools for 
trustees, advisers and accountants – 
see our website for details. 
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