SUBMISSION TO SENATE SELECT COMMITTEE ON SUPERANNUATION REGARDING THE SUPERANNUATION SURCHARGE

The Superannuation Surcharge introduced in the mid-1990s needs to be removed because:

· It is an insidious tax on savings and a contradiction of the Government's apparent encouragement for individuals to save for their retirement;

· It is an additional third tax on savings for all income earners whose salary is first subject to income tax, in addition to the superannuation payout being also taxed;

· Of the misleading way it is presented in the annual superannuation surcharge assessment advice that it "is an advice only and does not require payment"(!).  I doubt the Senate is aware of the impending hardship being placed on families when they discover the impact of the accumulated surcharge taxes and interest on reducing their final payouts;
· It is clear that most super contributors do not realise the extent of the surcharge tax and the impact of its accumulation and erosion of final payouts because of the low-key and misleading way it is presented by the ATO.  

For example, is the Senate Committee aware that a middle-income earner who is likely to attract an  inadequate super payout of about $150,000, would have already accumulated surcharge taxes and interest of almost $14,000?  Also, such an individual would  already be liable for an additional $5000 in surcharge tax because of the delays in calculating the last year's surcharge tax.
· This is probably one of the most unfair government taxes on savings because of its hidden accumulated impact on erosion of superannuation retirement payouts, which most families would only realise when it is deducted from their final payouts.  It will also make more families dependent on government pensions, rather than being able to retire on their own savings.

If the government is genuinely interested in encouraging superannuation savings (rather than seeking another tax income) it could allow income earners to redirect the surcharge tax amounts towards their children's superannuation or other savings-related investments.  This would be a more positive way of encouraging savings, and reducing reliance on government pensions.
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