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Undeducted Contributions

What are “Undeducted Contributions”?

Undeducted contributions are contributions that are made to a superannuation fund by an
individual for which no tax deductions are allowable. The following contributions are examples
of undeducted contributions:

Personal contributions made by an individual aged under 65.
Personal contributions made by employees who receive employer superannuation support.
Contributions made by self-employed individuals which are above their tax-deductible limit.

Contributions made by an individual to their spouse’s superannuation account.

Advantages of undeducted contributions

Although you will not receive a tax deduction, there are several advantages in making undeducted
contributions:

Undeducted contributions are not subject to the 15% “contribution tax” that applies to tax
deductible contributions when they enter the superannuation environment nor are they
subject to any superannuation contributions surcharge. Investment earnings on your
undeducted contributions will, however, be taxed concessionally at a maximum rate of 15%.

Undeducted contributions are returned tax-free when the benefit is taken as a lump sum.

Undeducted contributions are not measured against your Reasonable Benefit Limit
(RBL).However, any earnings on your undeducted contributions will be counted for RBL
purposes.

When you purchase a pension with an Eligible Termination Payment (ETP) that contains
some undeducted contributions, the undeducted contributions component will be used to
calculate the deductible amount of the pension. This means that you will receive a portion of
every pension payment free of tax in your hands.

A superannuation benefit payment usually consists of a number of different components
which are subject to different rates of tax on withdrawal. Entitlements that you have accrued
after 30 June 1983 may be taxed at a higher rate than entitlements accrued before that date.
Any undeducted contributions that you make to the fund may beneficially effect the ETP
components.
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Withdrawing undeducted contributions

In some cases, undeducted contributions made prior to 1 July 1999 may be withdrawn when you
cease employment. Contributions made by self employed persons or contributions made since 30
June 1999, however, are generally only accessible when you retire from the workforce on or after
your earliest retirement age, currently age 55. If you were born after 30 June 1960 your earliest
retirement age will be greater than age 55, up to a maximum of age 60 for those born on or after 1
July 1964.

Your financial planner can explain to you all the possible advantages and tax implications of using
undeducted contribution strategies.

The advice contained herein does not take into account any persons particular objectives, needs or financial situation. Before making a
decision regarding the acquisition or disposal of a Financial Product persons should assess whether the advice is appropriate to their
objectives, needs or financial situation. Persons may wish to make this assessment themselves or seek the help of an adviser. No
responsibility is taken for persons acting on the information provided. Persons doing so, do so at their own risk. Before acquiring a financial
product a person should obtain a Product Disclosure Statement (PDS) relating to that product and consider the contents of the PDS before
making a decision about whether to acquire the product.

GWM Adviser Services Limited ABN 96 002 071 749 trading as Garvan Financial Planning, registered office 105 - 153 Miller Street North
Sydney NSW 2060, is an Australian Financial Services Licensee and member of the National Group of companies. From time to time Garvan
Financial Planning, members of the National group of companies, associated employees or agents may have an interest in or receive pecuniary
and non pecuniary benefits from the financial products and services mentioned herein.
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