
In May each year, the Federal 
Treasurer delivers the Government’s 
Budget. The Budget speech reports 
on the Government’s previous 
expenditure and the spending 
initiatives for the coming years.

This year the Treasurer unveiled the 
biggest shake-up to the superannuation 
system for more than 20 years. From 
July 2007, contributing to superannuation 
and withdrawing it in retirement will 
become simpler, more flexible and more 
tax‑effective.

In September the Treasurer sweetened 
the original Budget statement by 
introducing some new opportunities 

to contribute to your superannuation 
savings. The big sweetener is that until 
30 June 2007, eligible Australians can 
contribute up to $1 million in undeducted 
contributions. After 1 July 2007 the 
amount will be capped at $150,000 pa 
(or $450,000 over three years for people 
under 65).

This one-off opportunity will give many 
Australians a chance to significantly boost 
their superannuation savings. 

To find out how to improve your retirement 
prospects, speak to your financial adviser.

The Budget’s big 
superannuation sweetener 
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Merry Christmas & Happy New Year
Welcome to the final edition of the HPH Hotline for 2006.

It's been a remarkable year in terms of growth for both clients and HPH. We're
currently reviewing our client value proposition in conjunction with external
consultants, to ensure we continue to improve and deliver the highest quality advice
and service to you in 2007.

HPH received industry recognition with Rob making the top 50 of AFR Smart
Investor's Masterclass 2007 and Adam a finalist in the 2006 AFA Adviser of the year
award.

2007 is shaping to be an exciting year, in particular the proposed budget changes
from 1 July onwards.

Please enjoy the Xmas break and we hope you and your family have a happy,
healthy and properous new year!
Cheers Rob, Adam and the Team at HPH.
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When it comes to your investments, 
whether or not assets are held in 
superannuation or in your personal name 
can make a big difference to the amount 
of money you receive in retirement. This is 
because of the different ways in which the 
Federal Government taxes superannuation 
benefi ts and personal investments.

A short-term window to convert your 
assets to super

As a result of the Government’s recent 
Budget announcements, there is a short-
term window of opportunity in which you 
can maximise your tax-free contributions 
into superannuation. Before 1 July 2007 it is 
possible to make undeducted contributions 
up to $1 million. After this date, a cap of 
$150,000 per year will generally apply.

An undeducted contribution is made with 
money you already have paid tax on. 
As such, no further tax is paid by your 
superannuation fund when it is contributed.

Sell now or sell later?

For many people, the $1 million limit up to 

1 July 2007 means it may be worthwhile 
selling assets held in personal names, 
such as shares and property. Then, after 
accounting for any potential capital gains 
tax (CGT) liability, the remaining funds can 
be invested in superannuation. Further, 
any capital gains liabilities may be reduced 
or eliminated using other simple advice 
strategies.

The diagram below highlights two scenarios:

1.  Sell later – this shows the result of leaving 
investments in your own name until they 
are needed in retirement. Here, CGT will 
be paid at your personal tax rate when 
the asset is sold, eroding the total gain 
from the investment.

2.  Sell now – this shows the result of 
converting a personal asset into 
superannuation. Firstly, the asset is 
sold, and any CGT liability is paid. The 
remaining funds are then contributed into 
superannuation, where the tax rate on 
income and capital gains is usually lower 
than your personal tax rate.

Super up, tax down – an opportunity to boost your 
retirement savings before 1 July 2007 

Case study – selling shares for a 
long-term super advantage

Helen, aged 54, works as a dentist 
in Brisbane and has recently been 
contemplating how to maximise her 
retirement wealth. In 2001, she received an 
inheritance from her aunt and subsequently 
had purchased a share portfolio worth 
around $190,000. In June 2007, the 
portfolio is worth around $263,000.

Assuming that all dividends are re-invested, 
the shares would be valued at around 
$540,000 in 10 years’ time. If the shares 
were sold in 10 years, Helen would incur 
a CGT liability of approximately $37,000, 
leaving a net value of $503,000.1

As an alternative, Helen considers selling the 
shares before 1 July 2007 and contributing 
the proceeds into superannuation. In 
the future, when the fund is in pension 
phase, the assets can be sold without any 
CGT liability.

If Helen sells the shares in June 2007, she 
will have a capital gain of $35,200. Because 
of the 50 per cent reduction for assets held 
for more than one year, a gain of $17,600 
would be included in her assessable income. 
This will incur a CGT liability of around 
$7,300.

Helen contributes the sale proceeds into 
superannuation. In 10 years, assuming the 
same rate of growth and dividend yield, 
this portion of her superannuation fund will 
be worth around $600,000. For Helen, this 
means the benefi t of converting her assets 
amounts to approximately $97,000 (ie 
$600,000 less $503,000).

Other considerations for converting

Before converting your assets to 
superannuation it is important to fully 
understand the tax implications and the 
preservation rules of superannuation. In 
addition, it may be worth investigating the 
possibility of starting a non-commutable 
allocated pension, which may further 
enhance the strategy.

For more information on boosting your 
retirement savings, speak to your fi nancial 
adviser.
1  Assumptions: 4% capital growth; 4% dividend yield 

– fully franked; after-tax dividend reinvested; CGT 
payable on disposal paid by selling shares; marginal 
rate of 41.5%.

Why convert personal investments into superannuation?

The simple answer is because of the tax benefi ts. Despite having to pay capital gains tax on 
any immediate investment profi t, the tax benefi ts of an investment in superannuation can, 
over time, out-pace the comparative gains of leaving the asset in your personal name. Other 
advantages may include:

• Boosting your superannuation in preparation for a tax-free income stream in retirement 
(Note: superannuation income for people over age 60 is tax-free from 1 July 2007.)

• Income from the superannuation assets will be taxed at a maximum rate of 15 per cent 
compared to your marginal tax rate if assets are held personally. Better still, in pension 
phase there is no tax on earnings.

• You may be eligible to claim a tax deduction for all or part of the contribution.

Scenario 1: Keep assets in personal name 
and use to fund retirement at a later stage
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Scenario 2: Sell asset now, pay capital gains tax 
and contribute net proceeds to superannuation
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