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to support yourself in retirement.

Sacrificing part of your income into a superannuation fund
can be a tax-effective way to build an investment portfolio

What is a salary sacrifice?

Salary sacrificing, by definition, means to give up some of
your cash salary in exchange for other benefits, generally of
a similar value before tax.

While you can choose to salary sacrifice for a number of
benefits, such as laptops and cars, salary sacrificing into
superannuation can be a great strategy to assist you to build
an investment portfolio to support yourself in retirement.

In order to provide an incentive for individuals to save
towards their retirement, the Government offers a number of
tax concessions for contributions made into a superannuation
fund via a salary sacrifice.

What are the benefits of salary sacrificing
into super?

1. Salary sacrificing into a superannuation fund is a disciplined
approach to building an investment portfolio

Regular contributions are automatically forwarded by your
employer to your superannuation account.

2. Contributions salary sacrificed into superannuation attract tax
at the rate of 15%. This compares with the marginal tax rates
of up t0 46.5% (plus flood levy) which apply to cash salary.

This tax benefit will generally result in an immediate
increase in the net benefit of an employment package.

Salary package: $100,000 }

v

v

[ Option one - Cash only [ Option two - Cash and Super A
Cash Cash Super
Salary $100,000 Salary $80,000 $20,000
Tax $26,700 Tax $18,900 $3,000
Net benefit $73,300 Net benefit $61,100 $17,000
L Total net benefit $73,300 L Total net benefit $78,100 )
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3. Investment earnings on superannuation contributions Are there any restrictions that | should
o oo . . . .
are taxed at the rate of 15%, whilst mvestment earnings consider before undertakmg this strategy?
generated by investment assets you hold directly are taxed

at your marginal rate. ¢ Not all employers offer employees to sacrifice additional

salary into superannuation. You should check whether your
This means that for any given rate of earnings, the employer offers this option.
value of your investments will grow more quickly in a

superannuation fund than if you had invested in your e Although the Government offers tax concessions for

savings held within the superannuation system, it does

own name.
limit the amount of contributions you can make into your
Investment held... fund feach year b’efore you will be charged a ‘excessive
contributions tax'.
By individual . . .
. y . As the rate of this tax is extremely high, you should consult
Inside (marginal tax dviser before impl " | ifice strat
mErC T | b e e your adviser before implementing a salary sacrifice strategy.
Net investment $17.000 $17.000 e Investments held inside a superannuation fund are

at start of Year 1 generally subject to ‘preservation’.

This means that you will not be able to withdraw any of

Investrent earnings $1,360 $1,360 o .
o your superannuation investments until you have met a
at 8% pa , I, ,
condition of release’.
Tax $204 $428

Most people will not meet a ‘condition of release until
Net investment $18,156 $17,932 they are permanently retired from the workforce, and have

at end of Year 1 obtained their ‘preservation age’.

Date of birth Preservation age
4. If you want to obtain insurance cover to provide you
or your family with benefits in the event of your death Before 1 July 1960 55
disabilit be able to obtain thi
or disability, you may be able to obtain this cover more 1 July 1960 — 30 June 1961 c6
cheaply through your superannuation fund.

This is because superannuation fund trustees can often 1 July 1961 - 30 June 1962 >7

obtain insurance cover at group rates, and can also claim a 1 July 1962 — 30 June 1963 58
tax deduction for the cost of the insurance premiums.
1 July 1963 — 30 June 1964 59
5. Wealth that you build up in your superannuation fund
investment portfolio can be paid to you as a lump sum 30 June 1964 or later 60
or as regular income payments once you have met a

‘condition of release’.
For this reason, a salary sacrificing strategy may not be

These benefits will assist you to support your lifestyle appropriate for you if you may need access to your savings
in retirement. prior to this time.

e There are often restrictions on the type of disability cover
which you can obtain through your superannuation fund,
and may be placed by the superannuation fund on the
amount of cover available to you.

You should always obtain advice from your financial
adviser before cancelling or changing your insurance
arrangements.
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Other considerations

There are a number of strategy alternatives which may be
more appropriate for you than salary sacrificing, depending
upon your current financial situation.

For example if you are currently holding large amounts of
debt, it may be more beneficial to use any savings capacity
you have to reduce this liability before salary sacrificing into
your superannuation fund.

In addition, as you might not have access to your
superannuation savings for a number of years, you should
ensure that after implementing a salary sacrifice strategy:

e your cashflow will still be sufficient to meet your current
requirements, and

e you will have sufficient savings outside of superannuation
to pay for any unexpected expenses.

Your financial adviser will be able to discuss with you your
strategy options, to assist you to formulate a financial
strategy which is best suited to your current situation and to
both your short and long term financial goals.

Saving for my fvture

To locate a Consultum Financial Adviser who can
assist you with your financial planning needs,
visit www.consultum.com.au

Disclaimer and General Advice Warning

This FactFile was prepared by Consultum Financial Advisers Pty Ltd (Consultum), ABN 65 006 373 995, AFSL No 230323. The FactFile contains factual information
and general financial product advice only. It has been prepared without taking into account any person’s individual investment objectives, financial situation or
particular needs. A person should not act on this information without first talking to a financial adviser. This information is given in good faith based on information
believed to be accurate and reliable at the time of publication, including the continuance of present laws and Consultum’s interpretation of them. Consultum does
not undertake to notify recipients of changes in the law or its interpretation.

Consultum gives no warranty of accuracy or reliability, accepts no responsibility for any errors or omissions, including by reason of negligence. Consultum,
its officers, employees or agents shall not be liable for any loss or damage whether direct, indirect or consequential arising out of, or in connection with,
any use of, or reliance on, the information contained in this FactFile. The information in this publication (including tax rates) is current as at 17 October 2011.
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