Submission to the Inquiry 

by the

Senate Select Committee on Superannuation

A. Summary of submission

1. Australia is generally well served by the so-called “three-pillars” framework providing retirement incomes.

2. However, if superannuation is to provide the lion’s share of most retirees’ income in the future, then a number of gaping weaknesses in the present system need to be substantially improved.

3. While it is imperative, from a national viewpoint, that the present system of taxation of superannuation be altered there are large issues of inter-generational equity to be addressed.

Thank you for the opportunity to make a submission.  Some elaboration of the above summary follows.

B. Weaknesses in the current superannuation system which need to be improved

At a contribution rate of 9% of salary, the superannuation guarantee contribution alone will fall far short of meeting retirees’ income expectations and needs. 

The complexity of the present system is legendary and a real turn off to many investors.

The four-point tax grab by the Commonwealth Government (contributions, contributions surcharge, fund earnings, benefit payments) is obscene, totally inconsistent with any apparent policy attempt to promote superannuation and a very great turn off for many investors.

C.  When planing for changes to the taxation of superannuation, please address and provide for issues of inter-generational equity

I shall be 59 years of age this July.  Less than two years ago I retired from the full-time work force.  Although I hope to obtain some part-time work and income, the reality is that I shall be very substantially dependant upon my superannuation savings for my retirement income.  Last July I commenced drawing a monthly allocated pension.

As of ten years ago I had very little by way of accumulated superannuation savings, so I had to make sizeable contributions over the last decade to build up an amount of superannuation sufficient to fund my retirement income.  

That last decade has been the period of the heaviest taxation of superannuation contributions and earnings EVER in Australia.  In several years, I was forced to pay 15% contributions tax plus 15% contributions surcharge plus 15% tax on fund earnings.  

Now, at last, with the allocated pension I get some tax breaks, because drawing a regular income from my accumulated superannuation savings is the self-reliant course favoured by the government.  

But many commentators now advocate only one point of taxation of superannuation – at the benefit stage.  Were such a change to be introduced (which in principle I personally favour as the long term national solution) there must, in equity, be clear recognition of the tax burden already paid by me and many others of my generation.

It would be grossly inequitable to now increase the taxation of benefits (the fourth point) for people of my generation, who have already paid taxes at the other three points, while at the same time reducing or eliminating taxation at the earlier three points for the current generation.  

The only broad solution I can see is to exempt any retiree already in receipt of a complying superannuation-funded income stream from any newly increased tax on benefits.  More complex adjustments would need to be made for superannuation savers part way through the accumulation process.
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