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Don’t miss your opportunity  
to retire more comfortably.

�

This document dated 2 April 2007 is issued by Macquarie Investment Management Ltd ABN 66 002 867 003, AFSL 237492, RSEL L0001281 
(MIML, we, us or our), and is based on information we believe to be current and reasonable. We accept no responsibility for any losses or damage 
you may incur from relying on this information. The information contained in this document is of a general nature. Accordingly, we have not taken 
into account your personal situation, needs or objectives. In deciding whether to acquire or continue to hold an investment, you should consult your 
adviser and consider the current product disclosure statements for our superannuation funds which are available from us or your adviser. MIML 
is not an authorised deposit-taking institution for the purposes of the Banking Act (Cth) 1959 and MIML’s obligations do not represent deposits or 
other liabilities of Macquarie Bank Limited ABN 46 008 583 542. Macquarie Bank Limited does not guarantee or otherwise provide assurance in 
respect of the obligations of MIML. Examples and case studies used in this document are entirely fictional, and are used for illustrative purposes 
only. Past performance is no guarantee of future performance. We do not guarantee return of your capital or of any particular rate of return. 
Superannuation and other laws are subject to change, and such changes may effect the accuracy of the case examples presented in this document.  
*Examples used in this document are fictional and for illustrative purposes only.�

In a complex and ever changing world, your future financial security relies 
on adequate planning. Will you have enough money to live on when you 
retire? Superannuation is one of the most tax effective ways to fund your 
retirement and the Government’s recent super reforms have created some 
exciting opportunities.

On the 9th of May 2006, the Government announced the most significant 
changes to our superannuation system in more than 20 years. These changes 
make super much simpler, provide greater tax concessions and mean your 
money may last longer in retirement.

That means now is the right time to review your goals, rethink your investment 
strategy, and speak to your financial adviser to put in place strategies that 
capitalise on these opportunities.

But you need to act quickly. Some of these opportunities end on 30 June 2007.
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From 1 July 2007 the Government will impose a new non-concessional 
contributions cap (NCC cap) on super contributions of $150,000 a financial 
year (or $450,000 in the 2007/2008 year if you’re under age 65 in that year 
and don’t make further contributions in the following two years). Amounts 
contributed in excess of the cap are taxed at the top marginal rate of 46.5% 
(including 1.5% Medicare levy).

However, if you act now and invest before 30 June 2007 (the end of 
this financial year), a once-only higher cap of $1 million applies to non-
concessional contributions into superannuation. This includes non-deductible 
contributions made by you or for you (by your spouse or employer).

Do you have large investments outside 
of superannuation?
If so, you may want to speak to your financial adviser about the benefits  
of holding a greater part of your wealth inside superannuation.

Strategy 1 /

Your chance to contribute  
up to $1 million.

In this brochure we outline five strategies that may help you retire more 
comfortably. However, as this brochure is a broad guide only, it is best 
to speak to your financial adviser about all your retirement needs.

Let’s take you through these strategies.

Strategy 1 /

Your chance to contribute up to $1 million.

Strategy 2 /

Get a deduction on some of your contributions.

Strategy 3 /

Borrow, and lock in this year’s opportunities.

Strategy 4 /

Make ‘special additional payments’ into super.

Strategy 5 /

Make the most of your transition to retirement.
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If you qualify, you can claim a deduction on the first $5,000 of your own 
contributions plus 75% of the balance of contributions you make, up to 
your age-based cap.

As a rough guide, to qualify, less than 10% of your earnings must come 
from a work arrangement in which you were an employee. This may be 
the case if you are either self employed, employed to only a small degree, 
or not employed at all. You should talk to your adviser about the specific 
rules about qualifying.

The age-based deduction caps that apply up to 30 June 2007 are broadly 
as follows, assuming sufficient gross contributions made:

Maximum deduction

Under age 35 $15,260

Age 35 – 49 $42,385

Age 50 and over $105,113

These deductible contributions can be made in addition to the 
non‑deductible contributions referred to in strategy 1.

Strategy 2 /

Get a deduction on some  
of your contributions. 

Strategy 1 / Your chance to contribute up to $1 million.

How this can work

Trevor* is age 48 and has $100,000 available to invest. If he invests it outside of 
superannuation in a diversified portfolio of shares and managed funds then the earnings 
would be taxed at his marginal tax rate. If we assume the earnings rates set out in the 
chart below and that his marginal tax rate is always 46.5% then in ten years time his 
balance would be $182,200.

If instead he invests the $100,000 in superannuation as an undeducted contribution the 
fund’s earnings from the investments will be taxed at a maximum of 15%. His balance 
through making the same investments through super over the same period is $208,400.

As superannuation is a long term investment Trevor will generally not be able to access 
his superannuation benefits until he is at least either 65 years of age or 55 and retired. 
If Trevor is over 60 when he withdraws his superannuation benefit, there will be no tax 
payable on the withdrawal amount. Also, if he converts his benefit to a pension, his fund 
does not have to pay capital gains tax on the sale of any of the assets.
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For the assumptions used in calculating these returns, please refer to page 17.
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Are you retired or otherwise not working? 
If you are under age 65 and have not worked at all during this financial year 
you may be entitled to a deduction for personal contributions you make to 
superannuation before 1 July 2007.

This might also be appealing if you have made a significant capital gain from 
selling one or more of your investments. Your financial adviser can help you 
assess whether it is worth selling an asset such as an investment property 
to contribute the proceeds to superannuation this year.

Are you receiving a small amount  
of income as an employee?
If you are under age 70 and working as an employee, you may still be able to 
make deductible contributions. An example of this may be where you are working 
part-time for a small wage and you receive a lot of other income this financial 
year such as capital gains and other income from investments, pension income 
or income derived as a sole practitioner or partner of your own business.

How this can work

Joan,* aged 60 and retired, sells her investment property for a $220,000 profit. As she 
has owned the property for more than 12 months the discounted capital gain is $110,000. 
The tax rate payable on this amount overall would be more than 30% (this ignores other 
income and deductions and includes the Medicare levy).

Joan would qualify for a deduction on her personal contributions. The first $5,000 of her 
contributions would be fully deductible. Then 75% of any further contributions she makes 
would be deductible provided that the total deduction does not exceed her age-based 
cap of $105,113.

So if Joan contributed at least $138,484 to superannuation this financial year she would 
be entitled to the maximum possible deduction of $105,113 on those contributions. 
This deduction may be applied to offset the tax liability on her capital gain. There would 
be a 15% fund tax liability on the deductible contributions, but the non-deductible 
contributions would not be taxed in the fund. And assuming she hasn’t exceeded the 
$1 million cap on non-deductible contributions, she would not be personally liable for 
tax on those contributions.

Subsequent fund earnings would generally be taxed in the fund’s hands at no more than 
15%. However, as Joan is retired, she could start a pension with her net contributions 
plus some or all of her other accumulated superannuation. If she does, the fund would 
not pay any tax on subsequent earnings from the relevant assets.

And any benefit she withdraws after 30 June 2007 would be tax free!

If instead Joan decided to invest the sale proceeds outside of superannuation, she would 
be taxed on the discounted capital gain following the sale of the property (as she would 
for the superannuation option described above) however any subsequent earnings from 
the investment of the sale proceeds would be taxed at her marginal tax rate.

Strategy 2 / Get a deduction on some of your contributions.
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Strategy 3 /

Borrow, and lock in  
this year’s opportunities.
Are you thinking about selling an investment soon but do not expect the sale to 
be completed this financial year? Even if you are not expecting to sell for a few 
years, it may be worthwhile considering borrowing the money to lock in the 
one-off contribution opportunities that exist this year.

Similarly, if you are contemplating paying off an existing home or investment 
loan in part or in full, you should weigh up the benefits of doing so versus the 
benefits of using that money to increase your superannuation contributions.

Are you selling an investment  
in the foreseeable future?
If so, it could be worth discussing with your financial adviser the prospect of 
borrowing for a short term for the purpose of making a superannuation contribution 
before the non-super investment is sold. For example, when the sale is completed, 
the plan might be to repay the loan with the sale proceeds.

For some people this strategy might be an appealing solution. Your financial adviser 
will need to assist you in carefully assessing the pros and cons of this strategy, bearing 
in mind the risks and costs of borrowing (these will generally not be deductible).

Could you stop repaying principal  
on your home or investment loan?
If so, you might contemplate doing so and instead directing the repayment amount 
into superannuation. This might involve moving from a principal and interest loan to an 
interest only loan, for example, to reduce the repayments on the loan. The amount no 
longer required could then be contributed to superannuation on an ongoing basis.

You would need to discuss various issues with your financial adviser in making 
this decision, such as interest rate differences, any fees involved in the refinancing, 
and the fact that the amount invested in superannuation will not be available until you 
meet various conditions such as reaching age 65 or retiring having reached your 
preservation age. (If you were born before 1 July 1960 your preservation age will 
be age 55. Otherwise it may be as high as age 60.)

How this can work

Albert* is aged 50 and has an outstanding home loan of $200,000. He is making 
monthly repayments of $2,322 which will pay his mortgage off in 10 years time when 
he is 60 years of age.

He decides to convert his loan to interest only and divert the freed-up salary to 
superannuation via salary sacrifice. At the end of the 10 year period he withdraws 
an amount needed to retire the debt. Based on the assumptions detailed Albert 
is approximately $140,000 better off by using this strategy.
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For the assumptions used in calculating these returns, please refer to page 17.
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Strategy 4 /

Make ‘special additional  
payments’ into super.
You may be able to make additional payments into superannuation, 
over and above the non-deductible and deductible contributions 
we have discussed. Three key examples of people who may qualify 
include certain:

/	 small business owners;

/	� people receiving an eligible termination payment upon retirement 
or otherwise leaving a job (e.g. a golden handshake);

/	� people who have received proceeds from a claim made in the 
event of disability.

You will need to meet various conditions to be able to make these special 
payments into superannuation over and above the standard limits, so we 
suggest you discuss whether you qualify with your financial adviser.

Are you considering selling your business 
or certain business assets?
If so, it is possible that you will be able to put part or all of the sale proceeds 
into superannuation in addition to any normal contributions you make.

This may occur where the assets have been owned for at least 15 years and 
certain other conditions are met. Also, even where the asset had not been owned 
for 15 years, in some cases up to $500,000 of gains from the sale of a business 
asset may be paid into super.

There is an overall lifetime cap of $1 million (indexed) which applies to payment 
of proceeds of qualifying small business asset proceeds into superannuation.

How this can work

Darren* is 55. He has already contributed the maximum amount of non-deductible 
contributions ($1 million) and the maximum amount of deductible personal contributions 
($105,113) to superannuation this financial year.

Darren has run his retail business for 20 years from a shop which he has owned throughout 
that time. He closes the business and sells his shop for $800,000. He qualifies for the 
“15 year exemption” on the capital gain he made on the sale. He now contributes the 
whole of the $800,000 to superannuation and notifies the fund trustee that he is electing 
for that amount to count against his special small business lifetime $1 million contribution 
cap. (The balance of the cap, $200,000, plus any indexation of that cap, may be able to 
be used if he later sold other qualifying business assets and elected for that cap to apply.)
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Will you receive an eligible termination payment 
from your employer before 1 July 2007?
If so, you may be entitled to roll over that payment directly into a superannuation fund. 
You will need to notify your employer at an appropriate time to achieve this.

This may be a very effective way to build your retirement wealth.

How this can work

Sharon* is a senior executive with a publicly listed company. She is 63 and is contemplating 
retirement in the near future. She is entitled to a $600,000 eligible termination payment 
based on performance criteria set out in an agreement she entered into when she started 
work with the company some 12 years ago.

If she retires and the termination payment is able to be paid directly into her superannuation 
fund, the fund will pay 15% tax on the payment, and it will then be invested in a tax favoured 
environment. Any benefits she later withdraws will be tax free.

Depending on the timing of the payment into her superannuation a special cap may 
apply to the payment. So timing can affect the extent to which she uses up the various 
contribution caps available to her. She should talk to her financial adviser about timing 
and other consequences arising from her retirement and related payments.

Have you received proceeds for a claim you made  
as a result of having become permanently disabled?
If so, you may be able to contribute the proceeds into superannuation. No cap 
applies to these contributions. From 1 July 2007 proceeds will generally need 
to be made within 90 days of your receipt of them. However, this time constraint 
doesn’t apply for qualifying contributions made before that date.

You will need to meet various conditions in order to make these special payments 
into superannuation, so we suggest you discuss whether you qualify with your 
financial adviser.

How this can work

Take Ed*, age 40, who recently became permanently disabled as the result of a fall from 
a building site on which he was working. Ed received a lump sum workers compensation 
payment of $1.05 million on 30 January 2007, resulting from his disablement. Ed has until 
30 June 2007 to decide if he wants to contribute these proceeds into super without the 
contribution caps applying. As he qualifies for release of super on the grounds of total and 
permanent incapacity, Ed will be able to draw a pension immediately and has access to 
lump sum withdrawals at any time. Ed is not entitled to claim a tax deduction in respect of 
the contribution however his pension payments will be tax free. If Ed received the workers 
compensation payment on or after 1 July 2007, he would have to contribute the amount 
to a superannuation fund within 90 days of receiving it to ensure the contribution caps 
would not apply. 

Strategy 4 / Make ‘special additional payments’ into super.
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Strategy 5 /

Make the most of your  
transition to retirement.
If you are age 55 or more you are entitled to start a “transition to retirement 
(TTR)” pension with your superannuation savings even if you are still working. 
This is basically a regular stream of income payments from a pension fund 
which can be used to supplement your work or other income. Generally it 
also means you cannot withdraw a lump sum from your pension account 
unless you retire or turn 65.

If you are reducing your work from full-time to part-time, starting a TTR pension 
may be a useful way to supplement your income.

Even if you continue to work full-time, you may want to consider arranging 
for more of your work remuneration to be directed into superannuation 
(e.g. by entering into a salary sacrifice arrangement with your employer 
so your employer contributes more to superannuation for you) to build 
up savings for your ultimate retirement. You could then consider starting 
a TTR pension which may be a useful source of additional income to 
replace the salary you have sacrificed.

For certain investors this can be quite an effective strategy because those 
investors are likely to pay significantly less tax on the pension income than on 
salary. Also, your superannuation fund will not pay tax on earnings generated 
in your pension account, whereas if that account continues accumulating 
(without pension payments coming out) the earnings will be taxed at up to 15%.

From 1 July 2007 this approach may be particularly appealing for those aged 
60 to 74 inclusive, as pension payments will be tax free from then onwards.

It may be worth talking to your employer and financial adviser before  
1 July 2007 with a view to putting arrangements in place.

Are you aged from 55 to 74 inclusive and still working?
If so, you may well be able to enhance your overall after-tax retirement savings 
by contributing more to superannuation and starting a TTR pension.

You will need to discuss a specific long term plan with your financial adviser 
to ensure that any contribution and pension levels you decide upon achieve 
desirable results.

How this can work

James* is age 60 and has accumulated $500,000 in his superannuation fund. He has 
a gross salary package of $120,000 pa, and he’s currently salary sacrificing $45,000 of 
that into super. The balance is being taken as salary, which amounts to $56,025 after tax.

Based on the assumptions detailed on page 17, James’ current strategy will result in his 
super accumulation account growing to approximately $972,000.

However, let’s assume James uses the entire $500,000 to commence a TTR pension.  
He also reduces his take-home salary to $25,000, and elects to receive pension payments 
so his net after tax income remains the same ($56,025 in year one). Assuming the same 
annual return as above, James’ combined TTR pension and super accumulation accounts 
will amount to approximately $1,058,000; that is, $86,000 more than his current strategy.

In both cases his take-home income is the same from age 60 until age 65 – he is simply 
$86,000 better off if he uses the TTR pension strategy.
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Strategy 5 / Make the most of your transition to retirement. Assumptions

The following assumptions were used for the graphs on pages 4, 9, and 16.

Asset 
allocation

Capital 
growth Income

Franking  
percentage

Tax free 
proportion

Tax deferred 
proportion 

Australian equities 30% 6.00% 3.50% 80.0%

Property 10% 2.00% 7.00% 0.0% 20.0%

Cash 5% 5.50%

Australian fixed interest 20% 6.00%

Overseas equities 25% 7.00% 2.00%

Overseas fixed interest 10% 6.50%

100% 3.75% 4.38% 24.0% 0.0% 2.0% 

Portfolio turnover rate 30%

Mortgage interest rate 7%

CPI 3%

AWOTE 4%

NB. Strategy 3 uses 100% turnover and does not apply tax deferred income.

For the assumptions used in calculating these returns, please refer to page 17.
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