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9 August 2002
The Secretary

Senate Select Committee on Superannuation

Parliament House

Canberra ACT 2600

Dear Sue

SENATE INQUIRY: SUPERANNUATION AND STANDARDS OF LIVING IN RETIREMENT

Women in Super (WIS) would like to thank the Committee for the opportunity to appear before them on 17 July 2002 in Melbourne.

At the hearing we agreed to provide some additional material in response to questions on notice, there were also a couple of areas touched on during the hearing that I would like to take the opportunity to revisit.  

Superannuation Death Benefits and Estate Planning - a legal perspective

Please find attached at Appendix A our response to the superannuation death benefits and estate planning – a legal perspective prepared by Marie Sullivan, Chair of the NSW WIS Management Committee.

Minimum levels of contributions in lieu of removal of the $450 rule.

Senator Hogg requested that we give consideration to whether it would be appropriate to have a cap so that there would be a minimum superannuation contribution of say $10 per week per employee in lieu of removing the $450 rule.

We have given consideration to this alternative approach within the limited time available and would note that this approach may mean in some circumstances some employer’s will be required to contribute in excess of the 9% superannuation guarantee amount.  We believe on a cap of $10 per week would not be attractive to employer’s.

WIS continues to support the proposition that the $450 rule be removed on the basis that this would remove incentives for employer’s to avoid paying the superannuation guarantee (SG).  We would like to take this opportunity to note also that it is likely that many women (and men) who work on a part-time or casual basis may work more than one job, so potentially they could be receiving superannuation benefits from more than one source.  In addition, people who work on a part-time or casual basis may not do so for the entirety of their working life.  We support any moves that a) provide SG contributions to women who receive less than $450 in any one month and b) that allows women and men to accumulate superannuation entitlements sooner rather than later.

As Marie Sullivan pointed out in her evidence we need to be careful not to tip the balance in favour of businesses being less sympathetic to people who can work only these restricted sorts of hours.

We would be happy to be involved in any further consideration of this issue.

Continuation of death and disablement cover for a given period during periods of unemployment.

Senator Watson asked whether we would be in favour of a recommendation that for the first two years that someone is out of the employment their fund were asked to continue the death and disablement insurance for say, a period of three years and that amount be charged against their member accumulated entitlement.

In the time available I have contacted a number of superannuation funds to gauge their approach and I have to say that each funds approach differed in terms of type of benefit offered, level of benefit, how and when the benefits would cease.  One fund in particular offered insurance for six months while the member was on maternity or paternity leave.  In deciding what type of continued insurance cover a fund will provide (if any) trustees need to consider the nature of their membership, their claims experience and what insurance arrangements they can put in place.  

WIS would welcome further investigation and consultation into any such proposal.  In particular, 

· What are funds current practices in terms of death and disablement coverage continuing once a person ceases employment?

· On average what is the cost of continuation of death and disability insurance?

· What are the implications for definitions of TPD and death benefits where the person covered is not employed?

· What are the implications for accumulation of retirement savings?

· Should members have a choice as to whether such cover continues particularly where they have no dependents?

· What educational activities could be undertaken to ensure that members are aware of such benefits and the importance if a measure along the lines suggested were introduced?

However, the problem of discontinuance of insurance would continue where the insurance is dependent upon contributions being made to the account.  WIS do not at this point in time advocate that all funds should be required to move to account based insurance without further detailed consideration being given to the issue.  

Gender based income streams

Senator Sherry raised the issue of gender-based distinctions between pension or annuity products.  In particular, he asked whether we had given any consideration to the approach adopted by the United States namely that they have prohibited gender based income streams.

WIS would welcome further consideration be given to the issue of gender-based distinctions between the pension or annuity products but would note the following –

· While the United States approach is a simple method of overcoming these disparities we need to ensure that whichever method (if any) is chosen that it fits within the Australian context i.e. compulsory nature of superannuation etc

· I have attached for your information at Appendix B a paper prepared by Barbara Smith of Taxpayers Association, July 1999 titled ‘How retirement income policy discriminates against women’.  This paper has been updated as at August 2002.  In particular Ms Smith points out -

· Anomalies in the way the tax-free part of allocated pension (or allocated annuities) income are calculated.

· Concerns regarding the way Centrelink and The Department of Veteran’s Affairs calculate the disregarded amount of an allocation pension for pension eligibility purposes.

· A comparison of the difference in tax payable for males and females, as a result of life expectation tables prescribing a longer life to females.

· Concerns regarding the minimum and maximum factors in Schedule 1B of the SIS Regulations as they have not been reviewed since 1994.  (WIS suggests that these amounts could be updated every 5 years following the Census as this is generally undertaken every 5 years).

· Inequities in relation to excess deductible amounts.

· Any amendments to remove these gender-based inequalities would require amendments to the Sex Discrimination Act 1984, the SIS regulations and to relevant taxation regulations.

WIS is thankful for the opportunity to provide these further comments.  Questions regarding these additional comments should be directed in the first instance to Rosalind Bennett on 03 9923 7109 or by e-mail at rbennett@mail.cmsf.com.au.

Yours sincerely
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Rosalind Bennett

VIC WIS Committee

Level 29, Casselden Place, 2 Lonsdale Street, Melbourne, Victoria, 3000


Phone 03 9657 4331  Fax 03 9657 4301








