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Back in 2018 the government introduced the ‘Downsizer
Contribution’ to enable home owners to contribute up to
$300,000 into superannuation following the sale of their
residence. This was originally subject to a minimum
eligibility age of 65, however over time this condition has
been reduced to age 55. Accordingly, given the
opportunity available, according to recent statistics
collected by the ATO, approximately $20 billion has now
been contributed under these provisions over the
previous 6 completed financial years.

What is a Downsizer Super
Contribution?

As we know, superannuation is a tax effective structure
to hold retirement assets. A downsizer contribution is a
way to boost funds in superannuation through the
proceeds of a home sale. It is a form of personal super
contribution, but doesn’t count towards the ordinary non-
concessional contribution caps. This means is not taxed
when contributed into super.

A downsizer contribution amount is the lower of:

e $300,000 per individual, or
e The value of the proceeds from the sale of an
eligible property.

The opportunity may be eligible if you are over age 55
(tested at the time of the contribution) and perform a
contribution within 90 days of settlement. An individual
may make more than one super contribution, but the total
must not exceed the allowable maximum.

There is no accompanying requirement to purchase a
new dwelling. Individuals can only make downsizing
contributions linked the sale of one home. The dwelling
cannot be a caravan, houseboat or other mobile home.

The property must have been held by you or your spouse
for 10 years or more before the sale. The property being
sold needs to be considered a main residence for all or
part of the ownership period and must be eligible for
either a part or full main residence capital gains tax
(CGT) exemption.

An approved form electing the contribution as a
‘downsizer’ must be lodged with the superannuation fund
or provider.

Are There Any Cons?

There are various things to consider as the sale of a
home can impact other financial aspects.

Benefits in superannuation are subject to rules around
conditions of release. Adding money into super may not
be the ideal option if this is immediately locked away for
a certain period. This said, individuals over age 65 are
afforded greater flexibility (i.e. no requirement to cease
or wind down employment, retain access to withdrawals
from super).

As a home is generally exempt from the Centrelink
assets test, downsizer contributions can therefore impact
eligibility as they not exempt from the Age Pension
means testing.

Lastly, the contribution amount cannot be claimed as a
personal tax deduction.

Taking Advantage of the
Downsizer Contribution

Interestingly the downsizer contribution is linked to the
sale of a property, not the purchase of a new property.
This can mean a more expensive home may be
purchased as part of the process. In addition, funding of
the contribution does not need to directly stem from the
proceeds of the sale of the home.

Downsizer contributions can be made at any age from
55, capturing individuals who are not only moving into
retirement, but also well into retirement. There is no work
test to meet and no upper age limit. Recent data put
together by the ATO indicate that over the previous 6
completed financial years, approximately $3 billion has
been contributed by individuals over age 80.

Data also shows that the uptake has been greater for
females, accounting for approximately 55% of the
contribution amounts since July 2018.

Conclusion

The sale of a qualifying home provides the opportunity
to move capital into superannuation — a concessionally
taxed environment. Over recent years, billions of dollars
have been channelled into retirement savings vehicles
using this popular measure.

To consider these rules with regard to your personal
circumstances, please reach out to your adviser if you'd
like to discuss further.
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Copyright and Distribution

The material contained in this communication (and
all attachments) is prepared for the exclusive use
of clients of Euroz Hartleys Limited (ACN 104 195
057) (“Euroz Hartleys”) only. Euroz Hartleys is the
holder of an Australian Financial Services Licence
(AFSL 230052) issued by the Australian Securities
and Investments Commission (“ASIC”) and is a
participant of the Australian Securities Exchange
Group (“ASX Group”).

Disclosures & Disclaimers

Euroz Hartleys and its associates declare that they
deal in securities as part of their securities business
and consequently may have a relevant interest in
the securities recommended herein (if any). This
may include providing equity capital market
services to their issuing company, hold a position
in the securities, acting as principal or agent, or
make a market therein and as such may effect
transactions not consistent with the
recommendation (if any) in this report.

Euroz Hartleys declares that it may have acted as
an underwriter, arranger, co-arranger or advisor in
equity capital raisings, and will have received a fee
for its services, for any company mentioned within
this report during the last 12 months.

Euroz Hartleys Limited advises that any advice,
statement of opinion, or recommendation
contained in this document is provided by way of
unsolicited general information only and has been
prepared without taking account of your investment
objectives, financial situation or particular needs.
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The information contained herein is confidential
and may be legally privileged. If you are not the
intended recipient no confidentiality is lost nor
privilege waived by your receipt of it. Please delete
and destroy all copies, and contact Euroz Hartleys
on (+618) 9268 2888. You should not use, copy,
disclose or distribute this information without the
express written authority of Euroz Hartleys.

You should not act on any recommendation issued
by Euroz Hartleys without first consulting your
investment advisor in order to ascertain whether
the recommendation (if any) is appropriate, having
regard to your investment objectives, financial
situation and particular needs. Nothing in this
report shall be construed as a solicitation to buy or
sell a security, or to engage in or refrain from
engaging in any transaction.

Euroz Hartleys believes that the information and
advice contained herein is correct at the time of
compilation, however we make no representation
or warranty that it is accurate, complete, reliable or
up to date, nor do we accept any obligation to
correct or update the opinions in it.

The opinions expressed are subject to change
without notice. No member of Euroz Hartleys
accepts any liability whatsoever for any direct,
indirect, consequential or other loss arising from
any use of this material. We cannot guarantee that
the integrity of this communication has been
maintained, is free from errors, virus interception or
interference.
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