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Winter Newsletter 2023

Dear clients, Financial One
Level 2, 100 Melville Street, Hobart, Tas,
Welcome to the latest edition of our client newsletter. 7000

P 036235 0111

F 03 6234 7222

E info@financialone.com.au
W www.financialone.com.au
Facebook financialonetas

Our articles cover a range of topics which we hope you will find interesting. We aim to
keep you informed of changes as they happen, but we also want to provide ideas to
help you live the life you want- now and in the future.

If you could like to discuss any of the issues raised in this newsletter, please don't
hesitate to contact us.

In the mean time we hope you enjoy the read.

All the best,
The team at Financial One

Errolyn Services Pty Ltd trading as Financial One ABN 65 009 582 352 is an Authorised representative of Charter Financial Planning Limited ABN 35 002 976 294 Australian Financial Services Licensee Licence
number 234665

If you no longer wish to receive direct marketing from us you may opt out by calling us on the phone number under our contact details. You may still receive direct marketing from AMP as product issuer,
bringing to your attention products, offerings or other information that may be relevant to you. If you no longer wish to receive this information you may opt out by contacting AMP on 1300 157 173. This
document contains general advice only. You need to consider with your financial planner, your investment objectives, financial situation and your particular needs prior to making any strategy or products
decision.



Super contribution rules
when you’re in your 60s
and 70s

Know your options around making contributions, accessing your super
savings and when Age Pension entitlements could be affected.

Whether you're still working, or you've
already retired, rules around super
contributions, accessing super and
things like age pension eligibility do ramp
up once you hit your 60s and 70s.

There have also been a lot of rule
changes in the super space, including
some around age limits in recent times,
so here’s a quick snapshot of what you
need to know.

You can generally make two types

of contributions, depending on your
circumstances and whether or not you're
still working. They include concessional
contributions and non-concessional
contributions.

Concessional
contributions include:

— Compulsory SG contributions, which
are the before-tax contributions your
employer is required to make into
your super fund under the super
guarantee, if you're eligible.

— Voluntary salary sacrifice
contributions, which are additional
contributions you can get your
employer to make into your super
fund out of your before-tax income,
if you choose to.

— Voluntary tax deductible
contributions, which are contributions
you can make (such as when you
transfer funds from your bank
account into your super) that you then
claim a tax deduction for.

Note, concessional contributions are
usually taxed at 15% in your super fund
(or 30% if your total income exceeds
$250,000), which for most people
means you'll generally pay less tax on
contributions than you do on any income
you may be earning.

Non-concessional
contributions include:

— Voluntary personal contributions,
which you can also make by
transferring funds from your bank
account into super, that you can’t
claim a tax deduction for.

Note, some people may choose to make
non-concessional contributions when
they’ve reached their yearly concessional
contributions cap, following an inheritance
or sale of a large asset, or to receive a
government contribution.

If you’re making contributions to your
super, there are limits on the amount
of concessional and non-concessional
contributions you can make each year.

See below how much you can
put in annually.

Al $27,500 a year

Plus, unused cap amounts
accrued since 1 July 2018 if
you're eligible*

Under 75  $110,000 a year

Alternatively, up to three years
of annual caps ($330,000)
under bring-forward rules if
you're eligible**



* This broadly applies to people whose total
super balance was less than $500,000 on 30
June of the previous financial year.

** |f you happen to have total super assets
over $1.7 million as at 30 June of the
previous financial year, you can’t make
additional non-concessional contributions to
your super, or you may be penalised. There
are restrictions on the ability to trigger bring
forward rules for certain people with large
total superannuation balances (more than
$1.48 million as at 30 June of the previous
financial year).

When does the
work test apply?

If you're aged 67 to 74 (at the time of

the contribution) and want to claim a
personal superannuation deduction for
your contribution generally you must first
satisfy work test requirements. Under
the work test you must have worked at
least 40 hours over 30 consecutive days
in the financial year. Under the new rules,
the work test can be met any time in the
financial year the contribution was made.
This is different to the previous rules,
where the work test must be met before
contributing.

What are the rules
around downsizer
contributions?

Eligible Australians aged 55 or over

are able to make a tax-free non-
concessional contribution to their super
of up to $300,000 each using the
proceeds from the sale of their main
residence — regardless of caps and
restrictions, such as the work test, that
otherwise apply.

For couples, both spouses can take
advantage of this opportunity, which
means up to $600,000 per couple can
be contributed toward super.

When can | access
my super?

When you turn 65, you don’t have to
retire or satisfy any special conditions
to get full access to your super savings.
While you can access super before

this age, in most cases you must be

retired, or if you keep working, you can
access up to a certain percentage of
your balance each year via a transition to
retirement pension.

It’s also important to note, while you do
have full access to your super, you're not
obligated to draw down your savings,
however there may be some benefits in
doing so, depending on your situation.

What options do | have to
draw down my super?

You'll have to make a few decisions
about what you would like to do with
your super savings, which will generally
be tax free after age 60. You might be
wondering whether you'd be better

off taking the money as a lump sum,
income stream, or even a bit of both.

Lump sum

Taking some or all of your super savings
as a lump sum can be tempting,
particularly if you want to pay off debt,
assist children, or go on a holiday.
However, it might not be the best option
for everyone, as you'll need to consider
how you fund the years after you've
finished working.

While you may be eligible for government
entitlements, such as the age pension, it
might not cover the type of lifestyle you'd
like to have after you finish working.

Account-based pension

If you'd like to receive a regular income
in retirement, an account-based
pension (or allocated pension) could
be a tax-effective option. You won't be
limited in what you can take out, but
each year you'll need to withdraw a
minimum amount.

It’s also important to know that the
most you'll be able to transfer into
this type of pension will be up to $1.7
million in super.

Remember, the value of an account-
based pension is based on the amount
of super you've saved, the investments
you choose and the level of income
you receive, so it won't guarantee an
income for life.

Annuity

Another option is an annuity product,
which generally provides guaranteed
payments over a set number of years, or
the rest of your life, depending on whether
you opt for a fixed-term or lifetime annuity.

They tend to be a more secure option
as they provide a guaranteed income
regardless of what might happen in
financial markets. However, you will be
sacrificing some flexibility as you can’t
usually make lump sum withdrawals
and your life expectancy may also be a
consideration.

When might age pension
entitlements be affected?

Currently, to be eligible for the age
pension you must be 66 and a half, or
older, and meet an income test and an
assets test, which will determine the
amount of money you're eligible for.

As a result, how much money you
have in super could affect your Age
Pension entitlements. Contributing
some of your super funds to a younger
spouse may be one way to lessen the
impact of the income and assets tests,
but this will depend on your individual
circumstances, so it’s important to do
your research.

With changes underway, the qualifying
age for the Age Pension is gradually
increasing to 67 based on when you
were born. To find out more about
eligibility, check out the Services
Australia website.

What else do |
need to know?

— If you exceed super contribution
caps, additional tax and penalties
may apply.

— The value of your investment in super
can go up and down. Before making
extra contributions, make sure you
understand, and are comfortable
with, any potential risks.

© AWM Services Pty Ltd. First published Oct 2022



Can | go back to work if I’'ve
already accessed my super?

Generally, you can, but there may be other things to consider.

When you access your super at retirement,
depending on your age and personal
circumstances, your super fund may ask you
1o sign a declaration stating you intend to
never return to work again. However, there
could be compelling reasons as to why you
might go back in the future.

Figures from the Australian Bureau of
Statistics reveal financial necessity and
boredom are the most common factors
prompting retirees back into full or part-time
employment'. Whatever your motivations
might be, if it's something you're considering,
there are things you should be aware of.

What is your situation?

| reached my preservation age
and declared retirement

If you reached your preservation age (which
will be between 55 and 60, depending on
when you were born) and declared you'd
permanently retired, this would typically have
given you unlimited access to your super.

Your intention to retire must have been
genuine at the time, which is why your
super fund may have asked you to sign a
declaration stating your intent.

Depending on your circumstances,
you also may be required to prove your
intention to retire was genuine to the
Australian Taxation Office.

| stopped an employment
arrangement after | turned 60

From age 60, you can stop an employment
arrangement and don’t have to make any
declaration about your retirement or future
employment intentions, while gaining full
access to your super.

If you're in this situation, as there was

no requirement for you to declare your
retirement permanently, you can return to
work without any issues.

I’m aged 65 or older

When you turn 65, you don’t have to be
retired or satisfy any special conditions to
get unlimited access to your super savings,
so regardless of whether you're accessing
super or not, you can return to work if you
choose to.

What happens to your super
if you return to work?

Regardless of which group (above) you fall
into, you may have taken your super as a
lump sum, income stream, or potentially
even a bit of both.

If you chose to withdraw a regular income
stream from your super savings and are
wondering whether you can continue

to access these periodic payments,

the answer is yes you can — and that’s
irrespective of whether you return to full or
part-time work.

What are the rules around
future super contributions?

Unless you plan on being self-employed
and paying your own super, your employer
is required to make super contributions to
a fund on your behalf at the rate of 10.5%
of your earnings (increasing to 11% from

1 July 2023).

This means you can continue to build

your retirement savings via compulsory
contributions paid by your employer and/or
voluntary contributions you make yourself.

Note, once you reach age 75, you're
generally ineligible to make voluntary
contributions (unless they’re downsizer
contributions), while compulsory
contributions paid by an employer

under the super guarantee (if you're an
employee) can still be paid no matter how
old you are.

Could returning to work
affect your age pension?

If you're receiving a full or part age
pension from the Government, you'd be
aware that Centrelink applies an income
test and an assets test to determine how
much you get paid.

Your super, as well as any new
employment income will be considered
as part of this assessment, so make sure
you're aware of whether earnings from
returning to work could impact your age
pension entitlements.

If you're eligible, the Work Bonus scheme
reduces the amount of employment
income, or eligible self-employment
income, which Centrelink applies to your
rate of age pension entitlement under the
income test.

Where can you go if you
need a bit of help?

For information and tips around re-entering
the workforce, check out the Department
of Education, Skills and Employment
website, which includes a Mature Age Hub,
Mature Age Hub, as well as details around
the government’s Jobactive initiative
Jobactive initiative and New Business
AssistanceNew Business Assistance for
those looking to become self-employed.

There are also websites like Older Workers
and Seeking Seniors, which focus
specifically on mature-age candidates.

If you have further questions on how a
return to work could impact you, speak to
us today.

i ABS - Retirement and Retirement Intentions,
Australia
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9 ways to boost your super savings

Check out what you could do
while you're still earning an income
and have time on your side.

Many of us turn a bit of a blind eye to super.
We hope it'll be enough when the time
comes and believe the government’s age
pension is available if we fall short.

Not everyone is eligible for the age pension,
and we may live a less than modest lifestyle
if we rely on it in our later years'.

According to the Association of
Superannuation Funds of Australia’s (ASFA)
December 2022 figures, individuals and
couples, around age 67, looking to retire
today would need an annual budget of
around $46,462 or $69,691 respectively to
fund a comfortable lifestyle, assuming they
own their own home'.

To live a modest lifestyle, individuals and
couples would need an annual budget of
around $31,323 or $45,106 respectively'.

1. Tax-deductible contributions
These are voluntary contributions you
may make on top of what your employer
might pay you under the super guarantee,
if you're eligible.

You make these contributions using after-
tax dollars and then claim a tax deduction
when doing your tax return.

If you receive extra income or sold an asset
you have to pay capital gains tax on, you
may decide to contribute some or all of
that money into super and claim it as a tax
deduction. This could help reduce or even
eliminate the capital gains tax that’s owing.

2. Co-contributions from

the government

If you're a low to middle-income earner and
made an after-tax contribution to your super
fund, which you don’t claim a tax deduction
for, you might be eligible for a government
co-contribution of up to $500.

If you earn less than $57,016 per year in the
2022/23 financial year and make at least
one voluntary, after-tax contribution to your

super fund, you'll receive the maximum
co-contribution of $500.

If your total income is between $42,016
and $57,016 in the 2022/23 financial year,
your maximum entitlerent will reduce
progressively as your income rises.

If your income is equal to or greater than
the higher income threshold $57,016 in the
2022/23 financial year, you will not receive
any co-contribution.

3. Spouse contributions

If you earn more than your partner and
would like to top up their retirement savings,
or vice versa, you may consider making
spouse contributions.

If eligible, you can generally contribute to your
spouse’s super and claim an 18% tax offset
of up to $3,000 through your tax return.

To be eligible for the maximum $540 tax
offset, you need to contribute a minimum of
$3,000 and your partner’s annual income
needs to be $37,000 or less.

If their income exceeds $37,000, you're stil
eligible for a partial offset. However, once
their income reaches $40,000, you're not
eligible for any offset, but can still make
contributions on their behalf.

4. Salary sacrifice contributions
This is where you choose to have some of
your before-tax income paid into your super
by your employer, on top of what they might
pay you under the super guarantee.

It does mean a reduction in your take-home
pay; however, you'll only be taxed 15% on the
money you salary sacrifice (or 30% if your total
income exceeds $250,000).

5. Downsizer contributions

People aged 55 and over can make a
voluntary contribution to their super of up to
$300,000 using the proceeds from the sale
of their home (if it’s their main residence)

— regardless of their work status, super
balance, or contributions history.

Couples can take advantage of this and
contribute up to $600,000 per couple.
There are things to consider first.

6. Find your lost super

If you’'ve changed jobs, your name or address
over the years, there’s a chance you may have

lost track of some of your super and you
may be paying multiple fees.

The ATO may also be holding some unclaimed
super on your behalf. This happens when
super funds transfer the balance of small,
inactive accounts directly to the ATO.

7. Consolidating your super

When rolling multiple accounts into one,
some funds may charge exit or withdrawal
fees, or have possible tax implications and
changes to benefits such as Insurance.

8. Are you eligible for the
low-income super tax offset?

If you earn $37,000 or less annually, and your
employer makes super contributions on your
behalf, the government may refund the tax
that was paid on those contributions back into
your super account, up to a $500 per year.

If you're eligible for the low-income super
tax offset, it will be automatically calculated
by the ATO and deposited in your super
account after you lodge your tax return.

9. Other important

aspects to consider

Your super should be working for you,
s0 it’s important to review it at least once
a year and check:

— Fund performance (noting, past
performance isn’t an indicator of
future performance)

— Fees you might be paying

— Insurance inside super and whether it
suits your current needs.

— Limits on how much you can contribute.
If you exceed super contribution caps,
additional tax and penalties may apply.

— The value of your investment in super can
go up and down. Before making extra
contributions, make sure you understand
and are comfortable with any potential
risk you might be taking on.

— The government sets general rules around
when you can access your super, which
typically won’t be until you reach your
preservation age and meet a condition
of release, such as retirement.

Contact us today to find out more.

i,ii,ii Association of Superannuation Funds of Australia’s
Retirement Standard December 2022 figures
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