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Upsize Your Super With Downsizer Contributions
One of the most critical pieces of legislation introduced towards the end of last year was the Downsizer
Contribution Bill.
Previously, a person who was over the age of 65 years had to meet various conditions before they could
make superannuation contributions. Most who were over this age may have surplus funds when they
sell their principal place of residence and downsize. If an individual was not working, this money could
not be contributed to superannuation.
Following the introduction of this legislation, an eligible person can now contribute up to $300,000,
into superannuation regardless of their age, work status or total superannuation balance. If you are
a member of a couple, this means up to $600,000 can be contributed to superannuation.
The contribution will be classified as a downsizer contribution. It will not be considered a concessional
(pre-tax) or non-concessional (after-tax) contribution.
No more than $300,000 can be contributed as a downsizer contribution, and the contribution amount
cannot exceed the amount received from the sale of the dwelling.
While this legislation makes it a little easier for people to get the money into superannuation, some
conditions need to be met:
• Downsizer contributions can only be made where the contract for sale is entered into on or after July
1, 2018. If you sign the contract before this date, you do not qualify for the downsizer contribution.
• The contributions must be made within 90 days of settlement (which is when the change in ownership
occurs). For example, if the property is sold at auction on the 1st of August, 2018 and settlement
occurs 90 days later on the 1st of November 2018. Therefore, the contribution must be made 90 days
from the 1st of November 2018 is the 1st of February 2019.

Who can make these contributions?
These contributions also only apply to individuals who meet the following conditions:
• The contributing individual must be 65 years of age or older.
• The proceeds must come from the sale of an interest in a dwelling owned by the contributing
individual or their spouse.
• The individual, spouse or ex-spouse must have held the interest in the dwelling, at all times in the ten
years immediately before the sale.
• The dwelling must qualify for full or partial CGT principal residence exemption.
• Contributions will still be allowed if someone has a total super balance greater than $1.6m.
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Other points of note:
• The downsizer contribution can only be used once, in relation one dwelling. It cannot be used again,
following the sale of another residence.
• The $300,000 can be made up of multiple contributions, over the 90 day period.
• The excess sale proceeds from an individual’s home will still count toward the Age Pension asset test
whether held outside of superannuation or contributed to superannuation under the downsizing cap.
Therefore, if you are on an Age Pension or DVA entitlement, careful calculations will need to be done
to ascertain any possible impact on your benefits.
• While this amount can be contributed to superannuation without restriction, there is still a limit to the
amount you can move into retirement phase under the transfer balance cap of $1.6m.
We have presented a range of case studies below around potential strategies that could be employed to
take advantage of these new reforms:

Case Study 1:
Jerry and Elaine are both retired and aged 84 and 82 respectively. They decide to sell their family home
for $1.5 million that they have lived in for more than ten years and downsize to a smaller dwelling worth
$900,000.
While they previously would both be unable to make any contributions to superannuation based on their
age, they can both now make contributions of $300,000 each to superannuation under the downsizing
cap.

Case Study 2:
Chandler and Monica are both retired and are aged 75 and 69, respectively. They sell the home they
have lived in for more than ten years to downsize, and the net proceeds are $2 million. They purchase a
new residence inclusive of costs for $1.7 million, so they have $300,000 left to contribute to super.
Chandler has $1.3m invested in a retirement income stream, and Monica has $1.6m.
While they are both eligible to contribute of $300,000 under the downsizer rules if Monica contributes
the funds she will be unable to start a tax-free retirement income stream with the contribution, as she
has made full use of her $1.6m transfer balance cap. Conversely, Chandler has room under the $1.6
million transfer balance cap and could use the $300,000 contributed to starting a tax-free retirement
income stream.
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Case Study 3:
Homer and Marge are both retired and are aged 75 and 69, respectively. They sell the home they have
lived in for more than ten years, and the net proceeds are $2 million. They purchase a new principal
residence inclusive of costs for $1 million and also plan to buy a holiday house on the coast for $1 million
as well. They have acquired the principal place of residence, however, are awaiting a suitable
opportunity to buy a holiday house.
Homer has $1.6m invested in a retirement income stream and $300,000 in the accumulation phase, and
Marge has $1.3m.
While they are using all of the net sale proceeds from the sale of their home to purchase two properties,
they could take advantage of the downsizer contribution rules to even up their member benefits. That is,
for Marge to make a downsizer contribution of $300,000, then commence a tax-free income stream.
Homer would then make a withdrawal of $300,000 from the accumulation phase, so they then have
$3.2m invested tax-free.
The downsizer contribution can also be used as a recontribution strategy past the age of 65. As the
name suggests, a re-contribution strategy involves the withdrawal of your superannuation benefits and
the contributing of these benefits back into your super fund. The objective of the re-contribution
strategy is to maximise the tax-free component of your retirement income stream and/or your super
death benefit.
Our very strong advice is that if you are considering selling your principal place of residence and meet
the criteria above to make a downsizer contribution, that you contact your adviser.

Disclaimer

The information contained in this document is given in good faith and has been derived from sources believed to be accurate as at this date. It contains general information only and
should not be considered as a comprehensive statement on any matter and should not be relied upon as such. GFM Wealth Advisory does not give any warranty of reliability or accuracy
nor accepts any responsibility arising in any other way including by reason of negligence for errors or omissions.
This information doesn’t account for your investment objectives, particular needs or financial situation. These should be considered before investing and we recommend you consult a
financial adviser. All forecasts and estimates are based on one set of assumptions which may change. A small change in any one of the assumptions may lead to a large change in the
results.
This information is based on current laws and their interpretation. The levels and basis of taxation may change. The application of taxation laws depends upon an investors individual
circumstances. You should, therefore, seek professional advice on the taxation implications of investing and should not rely on this information which should be used as a guide only.
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