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Overview 
This year’s Budget may have significant for wealthy 
Australians with many of the super tax concessions 
for high income earners scaled back.

While the government kept its promise to leave 
negative gearing and capital gains tax alone, it 
reduced access to generous super tax concessions 
for the most wealthy by introducing a super transfer 
balance cap of $1.6 million on amounts moving into 
the tax-free retirement phase, extending the 30 
per cent tax on concessional super contributions to 
those with income of $250,000 (currently $300,000) 
and lowering the annual cap on concessional super 
contributions to $25,000.

Summary: What’s in and what’s out
• No changes to negative gearing or capital gains tax

• A reduction in annual concessional super 
contributions to $25,000 – down from $30,000 for 
workers under age 50 and $35,000 for workers 
aged 50 and over

• An increase in the number of individuals subject to 
a higher tax (up to 30%) on concessional (pre-tax) 
super contributions. Applies where income is  
above $250,000, down from the current threshold  
of $300,000

• Introduction of a super transfer balance cap of  
$1.6 million to limit the amount a person can transfer 
into the tax-free retirement environment

• Tax breaks for small and medium-sized businesses 
with an annual turnover of up to $10 million 

• Immediate tax deductions given to small businesses 
in last year’s budget expanded to include entities 
with annual turnover of up to $10 million

• Further tax relief for unincorporated small businesses



The Budget also contained measures to overhaul 
non-concessional contributions cap provisions 
which will mainly affect high income earners  
and self-managed super fund (SMSF)  
members because they tend to make the  
largest after-tax contributions.

Under proposed changes, a new lifetime cap on 
non-concessional contributions of $500,000 will 
replace the current cap of $180,000 per annum 
or $540,000 every three years for individuals 
below age 65, under the bring forward rule. This 
new cap applies from 7:30pm AEST 3 May 2016 
for contributions made on, or after, 1 July 2007. 
Contributions made before this time cannot result  
in an excess.

The key benefit of making after-tax contributions  
is that any earnings a super fund derives are  
usually taxed at a lower rate than earnings outside 
super, depending on an individual’s personal  
taxable income.

Super fund earnings are taxed at up to 15 per cent 
compared to marginal tax rates of up to 47 per cent 
plus 2 per cent Medicare levy on earnings  
outside super.

Limited after-tax contributions will affect the ability 
for individuals to invest windfall payments into super, 
for example, proceeds from the sale of a property  
or an inheritance.  

A reduction in annual concessional super 
contributions to $25,000 from 1 July, 2017 –  
down from $30,000 for workers under age 50 and 
$35,000 for workers aged 50 and over – will also 
curb the effectiveness of concessional contributions 
as a strategy to boost retirement savings.

Other super changes impacting on wealthy 
individuals and high income earners include changes 

to Transition-to-Retirement (TTR) income streams 
by removing the current tax exemption on earnings 
from 1 July 2017.

Small business owners 
Conversely, many business owners will benefit from 
tax cuts for small and medium-sized enterprises 
with the company tax rate falling to 27.5 per cent 
from 1 July, 2016.

The turnover threshold to access the 27.5 per 
cent tax cut will progressively increase to ultimately 
include all companies by 2023/24. The company  
tax rate will then be further reduced to 25 per cent 
by 2026/27.

In addition to a lower corporate tax rate, businesses 
with an annual turnover of less than $10 million will 
also have access to simplified depreciation rules 
including an immediate tax deduction for certain 
individual assets they buy costing less than $20,000, 
available until 30 June, 2017.

The tax offset for small unincorporated businesses 
will also increase over the next 10 years from  
5 per cent to 16 per cent, although the existing  
cap of $1,000 per individual for each income year  
will remain.

What’s next?
The vast majority of changes must be legislated and 
passed through Parliament before they apply.

The government’s top priority is to see the 
proposed company tax cuts and personal income 
tax cuts start on 1 July, 2016, which will put pressure 
on Parliament to pass legislation quickly. If you 
believe you may be affected by the Budget’s 
changes you should consider seeking  
professional advice.
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If any of these proposals raise questions, concerns or potential 
opportunities for you, please speak with your financial adviser today,  
or contact us for an obligation-free discussion today.




