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Non-Concessional Contributions

For those who are still working at age 65

The changes to superannuation legislation have focussed
attention on getting after-tax contributions into the
superannuation environment.

The age of 65 is a crucial milestone in superannuation — unless
you pass the work test of 40 hours paid work in a consecutive
30 day period you cannot contribute to superannuation after this
age.

For the vast majority of Australians this age guides strategies for
maximising non-concessional contributions prior to commencing
tax free income streams.

The threshold for non-concessional contributions is $150,000.
People under age 65 can bring forward two years worth of
contributions, meaning that a maximum of $450,000 (the 3 year
cap) can be contributed in a single year providing no other
contributions are made in the following two years.

The typical strategy for a member not intending to work past
age 65 assumes a $450,000 non-concessional contribution is
made in the year the member turns 65 but before their 65"
birthday. Thus if a member was 59, would not work past 65 and
had $1,200,000 to contribute the pattern to maximise
contributions would be:

59 $450,000
62 $150,000
63 $150,000
64 $450,000
Total $1,200,000

If the member works past 65 then they are still able to contribute
from 65 to 74 if they satisfy the work test, but they are unable to
bring forward 2 years worth of contributions. They are therefore
limited to contributions of $150,000 pa.

However, note that the person in the previous table would not
be able to make any further contributions when they are 65 and
66 as they have already used the next two year’s contributions.

An alternative

The legislation provides an alternative. It is possible for the
member to trigger the 3 year cap by making a contribution in
excess of $150,000 before turning 65. The member can then
contribute the balance of the $450,000 in the following two
years when they are over 65 as long as they meet the work test.

In this case a contribution strategy may look like the following:

64 $150,001

65 $200,000

66 $99,999
Total $450,000

Strategies can be tailored to suit a member’s circumstances by
utilising the non-concessional contributions thresholds and tax
free components. These strategies aim to maximise the tax free
component in a superannuation balance thus providing death
benefits from superannuation that are tax free to non-
dependents, such as adult children.
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