
SUPERANNUATION

Home Insurance

Super fundamentals
Foundations for your future



As one of your most important financial investments, 
it’s worth understanding how superannuation works. 
For many Australians, super will be the main form of 
income they have to draw on in retirement. Super is 
an important part of your financial plan, so playing 
an active role in managing it today can set you on the 
road to the retirement of your choice. 

This booklet explains how super works and the 
benefits of investing in super. It also suggests key 
strategies to make the most of your super.

Remember, these fundamentals are a guide and don’t 
take into account your own personal circumstances. 
Your financial adviser can recommend appropriate 
super strategies to suit your financial situation.

When it comes to super, the choices you 
make today can directly influence your 
lifestyle tomorrow.
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Super explained

Super is a tax-effective long-term savings plan that enables you to 
save money for your retirement. 
While you are working, your employer is generally required to contribute at least 9% of 
your ordinary time earnings (OTE) to your super account quarterly (known as compulsory 
super or Super Guarantee). You can also contribute money yourself, and so can your 
spouse, and sometimes even the Federal Government. 

Your super fund invests the money in various assets such as cash, property, shares 
and fixed interest, depending on the investment option(s) selected. The earnings your 
superannuation fund receive each year are reinvested, building the value of your account 
throughout your working life.

To pay for the cost of looking after your super, fees come out of your account. Tax is also 
deducted on contributions and earnings, and if you have insurance through your super, 
your premium will be paid using your super money. 

When you reach your preservation age and retire, which is typically between 55 and 60 years of 
age, you can access your super savings.

Super fundamentals

In:
•	 compulsory	contributions
•	 voluntary	contributions
•	 reinvested	earnings.

Your
super
account
balance

Out:
•	 government	taxes
•	 fees	and	other	costs
•	 insurance	premiums
•	 benefit	payments.
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Types of super funds
There are several different types of super funds, but the main ones are:

 • employer/corporate/staff funds – established by an employer for the benefit of its 
employees. For example, OnePath’s Corporate Super and Integra Super

 • personal funds – members join as individuals through a super provider. This includes 
OnePath’s OneAnswer Personal Super and PortfolioOne Superannuation

 • industry funds – generally set up for people working in a particular industry, e.g. 
builders or health care workers, however many are now available to the public

 • self-managed super funds – have up to four members and are generally used by
people with larger amounts in super or by family groups. Generally people pay a  
professional such as an accountant or a specialist provider, like OnePath’s self-managed 
super provider Super Concepts, to help with the fund’s administration.
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Tax benefits of super
Because of tax treatment, super is arguably one of the best ways to invest for your 
retirement. This is because you only pay 15%1 tax on your super contributions and their 
investment earnings, compared to tax on other investments which could be up to 46.5% 
(including the Medicare Levy). As far as saving for your retirement goes, there are more 
reasons to invest ‘in’ super than ‘outside’ of it.

Inside super Outside of super

Initial contribution 

Generally a 15% tax applies on compulsory 
employer super, salary sacrifice and personal 
deductible contributions (to certain limits). 
Contributions made from after-tax income and 
savings (to certain limits) are not taxed.

You may also be eligible for a tax offset or the 
government co-contribution (see page 16 for 
more details).

Initial contribution

Paid from your after-tax income where you pay 
tax at marginal rates of up to 46.5% (including 
Medicare Levy).

During investment

Assessable earnings are generally taxed at a 
maximum of 15% with the tax deducted from 
your super account balance.

During investment

Assessable earnings are taxed at your marginal tax 
rate when you lodge your tax return each year.

On withdrawal

For most people 60 years of age and over who 
receive super benefits from a taxed source, 
payment of a benefit as a lump sum or income 
stream is tax free.

On withdrawal

Capital Gains Tax (CGT) is payable on any gain at 
your marginal tax rate (50% discount applies where 
an asset has been held for at least 12 months).

1 Excess contributions tax may apply if contribution caps are exceeded. Refer to page 9 for more information.
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Case study – investing in 
super versus outside super

Meet Simon
Simon is 45 years of age and currently earns $80,000 p.a. During the year, he inherited 
$80,000 from his late father’s estate, which he wants to invest. Let’s take a look at the 
difference between investing in super and outside super. In both cases, Simon breaks up 
the $80,000 by investing $60,000 in shares and $20,000 in cash.

Investing in super versus outside super
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Investing in super $230,779

Investing outside super $193,422

Over the 15 year period, when Simon invests in super he pays a reduced tax rate of 15%, versus 
his 38.5% marginal tax rate outside super. This means Simon’s after-tax outcome is estimated at 
$230,779 within super, compared to $193,422 outside super. That’s a difference of $37,357.

Simon’s situation illustrates the potential benefits investing in super can have over non-
super investments. Not only will Simon pay less tax over the 15 years, he will also have 
more money for retirement.

Assumptions:

•	marginal	tax	rate	outside	super	is	38.5%	(including	Medicare	Levy)	until	60	years	of	age

•	CGT	and	income	tax	is	taken	into	account	at	all	times

•	CGT	discount	for	12	month	ownership	applied	(50%	in	personal	name,	33.33%	in	super	fund)

•	net	of	tax	earnings	are	reinvested

•	tax	rate	inside	super	is	15%

•	returns	from	the	portfolio	are	8%	p.a.	(5%	capital	gain,	3%	income)	both	inside	and	outside	super

•	80%	of	the	income	from	the	portfolio	is	franked.

This example is provided for illustrative purposes only.
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Super contributions
Although your employer is required to contribute at least 9% of your annual salary to your 
super account each year, contributions may also be made by:

 • you – you can also choose to put money into super, either from after-tax income, or by 
salary sacrificing pre-tax income. You can also rollover or transfer money from other funds

 • your eligible spouse – your spouse can make contributions to your super fund, 
providing you meet the requirements

 • the Government – if you’re eligible for the government’s co-contribution, you can also 
receive a top up from the Government.

The table below outlines the general rules on who can contribute to your super and when 
they can do so.

Your age Who can contribute

Under 65 You, your spouse and your employer.

At least 65 but under 70 You, your spouse and your employer, provided you have been 
gainfully employed for at least 40 hours during any 30 consecutive 
day period in the financial year. Your employer may make a 
compulsory employer contribution without meeting this work 
requirement.

At least 70 but under 75 You and your employer, provided you have been gainfully employed 
for at least 40 hours during any 30 consecutive day period in the 
relevant financial year and the contribution is received within 28 days 
after the end of the month in which you turn 75 years of age. Your 
employer may make a compulsory employer contribution without 
meeting this work requirement. Super guarantee requirements cease 
for periods of employment after 70 years of age.

75 and over Your employer may make a compulsory employer contribution.

Contributing as a self-employed person
Super is not compulsory for self-employed people. However, measures have been 
introduced to make super more attractive for self-employed workers, including:

 • full tax deductions on super contributions for substantially or completely self-employed  
workers up to 75 years of age

 • eligibility for the government co-contribution scheme for eligible self-employed people 
earning less than $61,920 (in 2010/11) if they make after-tax personal contributions.
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Contributions caps
As mentioned previously, there are limits on the amount you can contribute to super called 
contributions caps. Understanding these limitations will ensure you don’t incur penalty tax 
if you’re making contributions to your super.

Concessional contributions Non-concessional contributions

Concessional contributions are generally 
contributions made with pre-tax income.  
They are taxed at 15% by your super fund,  
and include:

 • compulsory employer contributions

 • salary sacrifice contributions

 • personal contributions for which a tax 
deduction has been claimed.

Non-concessional contributions include 
contributions made with after-tax money. They 
are not tax deductible and not subject to tax 
when received by the super fund. They include:

 • personal contributions for which no tax 
deduction has been allowed

 • spouse contributions. 

The Government co-contribution is exempt 
from the non-concessional contributions cap.

Concessional contributions cap Non-concessional contributions cap

An annual cap on concessional contributions 
applies on a financial year basis. The cap is 
$25,000 for 2010/11 and will be indexed over 
time. A non-indexed transitional cap of $50,000 
applies for people aged 50 or over during a 
financial year in the transitional period ending 
30 June 2012. Concessional contributions in 
excess of your annual cap will be taxed at a 
further 31.5% and will also count towards the 
non-concessional contributions cap.

An annual non-concessional contributions 
cap applies on a financial year basis. The  
non-concessional cap is $150,000 for 2010/11 and 
is set at six times the concessional contributions 
cap. If you are under 65 years of age during the 
financial year, a $450,000 contribution can be 
made by bringing forward two years worth of 
contributions caps (in addition to contributions 
from that year).

Contributions in excess of your non-concessional 
contributions cap are taxed at 46.5%. 
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Accessing your super
Generally, you can only access your super when you reach your preservation age and 
retire or meet a condition of release. This is to ensure your super savings are used for your 
retirement. Here are some of the conditions you can meet to access your super:

 • reaching your preservation age and permanently retiring (see table below)

 • reaching your preservation age and continuing to work, although access to your super 
is generally restricted to a transition to retirement (TTR) income stream

 • ceasing an arrangement of gainful employment on or after 60 years of age

 • reaching 65 years of age.

Your preservation age is based on your date of birth and ranges between 55 and 60 years of age.

Date of birth Preservation age

Before 1 July 1960 55 years

1 July 1960 to 30 June 1961 56 years

1 July 1961 to 30 June 1962 57 years

1 July 1962 to 30 June 1963 58 years

1 July 1963 to 30 June 1964 59 years

After 30 June 1964 60 years

Super benefits are tax-free from a taxed fund if you have reached the age of 60, regardless  
of whether you choose to take lump sum withdrawals or receive your super as income  
stream payments.
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Enough super for the lifestyle you deserve
Your retirement may be a distant thought or it may be just around the corner. Either way, it’s 
important to know you’ll be able to afford the lifestyle you want and deserve in retirement.

While your employer is required to contribute at least 9% of your annual salary to super, 
only a third of working Australians are likely to achieve their desired standard of living in 
retirement based on these contributions alone.2 This is because we’re living longer and the 
cost of living is increasing.

A ‘comfortable’ retirement lifestyle requires 
approximately $39,302 annually for a single 
person and $53,729 for a couple.3

OnePath has a handy online calculator that can give you a personalised view of how  
much you may need to enjoy the lifestyle you deserve in retirement. Simply visit  
onepath.com.au/supersimulator

The importance of financial advice
A financial adviser can help you assess your current financial position and work out 
whether your super is in good shape to provide you with the lifestyle you deserve in 
retirement. Knowing what your goals are and what you need to do to achieve them puts 
you in a better position to make the choices that will be right for you tomorrow.

Advisers also have access to research, information and experience to help you create a 
unique plan that fits your goals.

If you do not already have a financial adviser, simply call 133 665 and OnePath will assist 
you in finding one.

2 Source: The Association of Superannuation Funds of Australia (ASFA), Media Release, ‘Certainty for superannuation 
arrangements: ASFA pre-budget submission’, 9 February 2011

3 Source: The Association of Superannuation Funds of Australia Limited (ASFA). Figures are current as at September 2010.
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Building your super
Some people think that because their employer is already contributing to their super, they 
don’t have to worry about it. However, the 9% employer contribution alone may not be 
enough to provide you with the retirement lifestyle you desire.

The good news is, with the right information and some simple strategies, a comfortable 
retirement can be easily achieved.

Let’s take a look at some techniques to build your super. 

Uncover your hidden wealth
The Australian Government has estimated that one out of every two working Australians 
has ‘lost super’. If you’ve changed jobs or addresses, or even your name, you could be one 
of the millions of Australians who has lost track of their super.

Find and reclaim what is rightfully yours by searching for your lost super using the ATO’s 
SuperSeeker. Start your free search today by visiting onepath.com.au and selecting ‘Find 
your lost super’ on the Quick links section.

Once you have located your lost super, you can consolidate it all into one account to avoid 
excess fees and keep track of your savings.

Lost super accounts in Australia are collectively 
worth $18.8 billion.4

4 Source: Australian Taxation Office (ATO) Annual Report 2009-10.
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Consolidating your super
Research shows that over one third of working Australians have more than one super 
account.5 If you’ve had more than one job, chances are you have more than one super 
account. Having multiple super accounts can mean that you are paying more fees than you 
need to which may reduce your overall retirement savings.

Australians pay $1.1 billion a year in unnecessary 
super fees because we have multiple super funds.6

 
Benefits of consolidating your super
 • Avoid multiple sets of fees – one fund means one set of fees.

 • Keep better track of your investment when it’s in one place.

 • By having all your super together it’s easier to plan for a future that includes a  
comfortable retirement.

Before you start consolidating, find out what exit fees apply and double check if you lose 
any benefits on leaving that fund. Your decision to move money out of a super fund could 
also impact the level of insurance cover you had within that fund, so check your new fund 
offers a similar level of cover.

When you’re ready to roll your super into one account, contact your main super fund. Many 
funds require you to complete a transfer form and will most likely administer the transfer 
for you. Your adviser can also inform you of any other consequences.

5 Source: CoreData, Superannuation Survey, June 2010.

6 Source: Choice Report, ‘Consolidation of Superannuation accounts’, November 2008.
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Salary sacrifice
This involves diverting part of your pre-tax salary into your super account. So instead of 
receiving your salary after tax is deducted, the amount is contributed directly to your super.

The benefits of salary sacrifice
 • Save on income tax because your salary contributed into your super is taxed at 15% (up to  

your concessional contributions cap), not your marginal tax rate, regardless of how much 
you earn.

 • Boost your super by contributing more now and have more for retirement.

How does it work?
You first need to find out if your employer offers a salary sacrifice agreement. If they do, 
you will need to set up an agreement outlining how much of your pre-tax salary you wish 
to direct to your super fund. Salary sacrifice can work effectively if you:

 • are under 75 years of age and eligible to contribute

 • want to give your retirement savings a boost

 • have a marginal tax rate above 15%

 • can salary sacrifice income without it having a huge impact on your lifestyle

 • have an employer willing to salary sacrifice your income.

Care should be taken to ensure your employee entitlements are not adversely impacted as 
a result of salary sacrificing, or that you don’t breach your concessional contributions cap.

Whether salary sacrifice is right for you will depend on your personal circumstances and 
income level, so you should speak to your financial adviser before setting up an arrangement.
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Case study – salary sacrifice

Meet Carol
Carol is 40 years of age, currently earns $85,000 p.a. and wants to start investing to ensure  
a comfortable retirement. She sees her financial adviser because she can’t decide whether 
to put more into her super or invest outside of super.

Carol’s adviser shows her the potential outcome over 20 years if she invests $5,000 p.a. of 
her pre-tax income outside of super versus the benefits of salary sacrificing the amount 
into super.
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Investing as salary sacrifice $189,733

Investing salary outside super $122,758

Salary sacrifice versus investing outside super
When Carol invests $5,000 p.a. in super she pays a reduced tax rate of 15%, compared to 
her normal marginal rate outside super of 38.5%. Over the 20 year period Carol’s after-tax 
outcome is estimated at $189,733 within super, compared to $122,758 outside super. By the 
time she is 60 years of age, Carol is $66,975 better off by salary sacrificing into super.

Assumptions:

•	marginal	tax	rate	outside	super	is	38.5%	(including	Medicare	Levy)

•	CGT	and	income	tax	is	taken	into	account	at	all	times

•	CGT	discount	for	12	month	ownership	applied	(50%	in	personal	name,	33%	in	super	fund)

•	all	earnings	are	reinvested	(less	tax	for	income)

•	tax	rate	inside	super	(including	on	contributions)	is	15%

•	returns	from	the	portfolio	are	8%	p.a.	(5%	capital	gain,	3%	income)	both	inside	and	outside	super

•	20%	of	the	income	from	the	portfolio	is	franked.

This example is provided for illustrative purposes only.
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Government co-contribution scheme

If you’re eligible and your total income7 is less than $61,920 in the 2010/11 financial year, 
the Government will contribute up to $1 for each $1 of personal after-tax contributions 
you make to your super. This could mean up to an extra $1,000 into your super account – 
a significant incentive to contribute to your super.

How does it work?
The co-contribution amount depends on the amount of after-tax contributions you make 
by 30 June 2011. The table below shows the co-contribution amounts payable in 2010/11.

Income Maximum  
co-contribution

Personal contribution required to
receive maximum co-contribution

$31,920 or less $1,000 $1,000

$33,920 $933 $933

$37,920 $800 $800

$41,920 $667 $667

$45,920 $533 $533

$49,920 $400 $400

$53,920 $267 $267

$57,920 $133 $133

$61,920 $0 $0

You may be eligible for the government co-contribution in the 2010/11 financial year, if:

 • your total income is less than $61,920 p.a.

 • you are under 71 years of age at the end of the financial year

 • you don’t hold an eligible temporary resident visa at any time during the financial year

 • you lodge an income tax return for the relevant financial year

 • you earn at least 10% of your income from your business and/or eligible employment  
(conditions apply).

7 Total income is assessable income plus reportable fringe benefits and reportable employer super contributions.
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Case study – government co-contribution

Meet Alyssa
Alyssa is 42 years of age, earning an annual salary of $25,000, and would like to take 
advantage of the government co-contribution scheme. She decides to make an annual 
after-tax contribution to super of $1,000.

Government co-contribution versus investing outside super
Based on Alyssa’s income, she is eligible to receive an annual co-contribution amount of 
$1,000. By taking advantage of the government co-contribution scheme, when Alyssa is 
ready to retire in 20 years, she could have $89,285 in her super account versus $46,311 if 
she’d invested her $1,000 outside of super. That’s a difference of $42,974.
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There are also opportunities for self-employed people to take advantage of the 
government co-contribution scheme. Speak to your financial adviser for more information.

Assumptions:

•	marginal	tax	rate	outside	super	is	16.5%	(including	Medicare	Levy)

•	no	other	income

•	CGT	and	income	tax	is	taken	into	account	at	all	times

•	CGT	discount	for	12	month	ownership	applied	(50%	in	personal	name,	33.33%	in	super	fund)

•	all	earnings	are	reinvested	(less	tax	income)

•	tax	rate	inside	super	is	15%

•	returns	from	the	portfolio	are	8%	p.a.	(5%	capital	gain,	3%	income)	both	inside	and	outside	super

•	20%	of	the	income	from	the	portfolio	is	franked.

This example is provided for illustrative purposes only.



18

Spouse contributions
A spouse contribution involves making an after-tax contribution to a low-income earning 
spouse’s super fund to boost their retirement savings and receive a tax offset.

How does it work?
If your spouse’s assessable income (plus reportable fringe benefits and reportable 
employer super contributions) totals $10,800 or less, you can reduce your tax by up to 18% 
on the first $3,000 of after-tax income you contribute into their super. This means you get 
$540 back on the $3,000 you contribute. This may not sound like much as a one-off, but 
over time it can grow to a substantial saving.

The tax offset decreases as your spouse’s income exceeds $10,800 and cuts off when their 
income exceeds $13,800. This doesn’t mean you can no longer contribute, it just means you 
won’t receive a tax offset.

Because spouse contributions are from after-tax money, they aren’t subject to the 15% 
contributions tax and are tax-free on withdrawal. Contributions you make on behalf of your 
spouse will count towards their non-concessional contributions cap.

What are the benefits?
 • You may receive a tax offset for contributions made on behalf of a lower-income earning  

or non-working spouse.

 • Boost the super balance of a spouse who has little or no super.

 • Grow your retirement savings as a couple.

 • Accumulate wealth even if one spouse isn’t working since earnings within super may be  
taxed at a lower rate than investments outside super.

Who can make spouse contributions?
Generally, you can make contributions on behalf of your spouse if your spouse is either:

 • under 65 years of age

 • between 65 and 69 years of age and meets a work test.

To claim the tax offset, both you and your spouse must be residents of Australia for 
tax purposes and not living separately and apart on a permanent basis.
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Insurance through super
Holding your life insurance inside super can be a tax-effective way to get the cover you need. 

How does insurance through super work?
You can organise to hold your life insurance – usually income protection, death cover 
and total and permanent disability (TPD) cover – inside your super account. Your super 
contributions can pay your premiums instead of purchasing a stand alone insurance policy 
where premiums are paid from your after-tax income. By using super contributions, you 
may effectively pay your premiums using pre-tax money.

What are the benefits?
 • Tax concessions on contributions can effectively fund insurance cover.

 • Given the savings, you may be able to top up your stand-alone insurance policies (those  
you hold outside super) and increase your overall coverage.

 • Your qualifying dependants can receive tax-free lump sum payments if you pass away.

 • Premiums via group super plans are often cheaper because the super fund is buying the  
insurance ‘in bulk’.

 • You may be able to obtain cover without having a medical examination.

 • You may qualify for a government co-contribution if you fund the cover by making  
after-tax contributions.

 • You may qualify for a spouse contribution tax offset if you fund your spouse’s cover by  
making after-tax contributions on behalf of them.

Insurance through super may be a cost-effective way to protect yourself and your family, 
but you need to consider things like whether it’s enough, if the structure is right, and if 
benefits will be taxed.
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Transition to retirement
If you’ve reached your preservation age (see page 10), a Transition to Retirement (TTR) 
pension can give you the flexibility to ease into retirement by reducing your working hours, 
while still boosting your retirement savings.

Here are ways that you can use the TTR initiative to your advantage:

 • maintain your lifestyle and spend fewer hours at work. ‘Downshifting’ is a great 
solution if you still want or need to work but want a few days off each week to ease your 
way into retirement. You can reduce your work hours and supplement your reduced  
salary by drawing from your ‘accumulated super benefit’ through a TTR income stream

 • continue to work the same hours and boost your retirement savings. If you’d 
prefer to keep working it’s possible to set up a TTR pension and salary sacrifice  
additional amounts to super to continue to grow your retirement savings

 • boost your income. If you have sufficient retirement savings, you can use a TTR pension 
while you are working to boost your income. The increased income you receive can be  
put to work by reducing your debt or funding projects such as home improvements.

Transition to Retirement pension – key features
 • Can be started by people who have reached their super preservation age.

 • Pension payments are capped at a maximum of 10% p.a., usually until the earlier of  
permanent retirement, reaching age 65 or meeting another condition of release.

 • Lump sum withdrawals or commutations are generally not allowed.
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Super and your estate
Super benefits don’t automatically form part of your estate so it’s important to think about who 
would receive your super if you passed away. Nominating a beneficiary is one way to plan how 
your super, and the proceeds of any life insurance you hold in super, will be distributed.

Here are some ways super can play a part in your estate:

Provide funds for your 
surviving spouse and/or 
children

Holding insurance in your super can help ensure your family has 
enough funds to survive comfortably without you.

Equalise your estate You can use your super to ensure all your beneficiaries are 
treated fairly by equalising your estate. This is especially relevant 
for people who want to leave their business to one child but 
don’t want to disadvantage the others.

Protecting the second family Statistics show one third of Australian marriages involve at 
least one person who has been married before.8 The need to 
protect children from the first marriage as well as the spouse and 
children of second marriages should not be overlooked. Effective 
structuring of your super death benefits can help ensure the 
right people benefit from your estate.

Dependants who are classified as ‘tax dependants’ can 
receive your super benefit tax-free as a lump sum.

8 Source: Better Health Channel – State Government of Victoria, ‘Relationships – second marriages’, January 2010
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Glossary
Asset: Investment normally referring to cash, property, shares or fixed interest.

Capital gain: Increases in the value of an asset or investment between the purchase price 
and sale price. 

Concessional contributions: Generally includes contributions to super made with 
pre-tax income and personal deductible contributions including employer contributions 
and salary sacrifice.

Contributions caps: The limits on the amount you can contribute to super.

Financial plan: A strategy prepared by a financial adviser to help you achieve your 
financial goals.

Government co-contribution scheme: A payment the Government makes to your 
super if you are in the low to middle income threshold and make voluntary after-tax 
contributions or roll overs to your super. 

Lost super: When you are in an employer plan and your account has not received any 
contributions for five years, or mail sent by your super fund is returned unanswered twice.

Non-concessional contributions: Include contributions to super made with after-tax money.

Preservation age: Determines when you can access your super. It is based on your date of 
birth and ranges between 55 and 60 years of age.

Risk profile: Reflects the level of risk you are prepared to accept to achieve higher returns 
when investing.

Rolling over super: Transferring your super from one account into another account.

Salary sacrifice: A strategy to divert part of your pre-tax salary into your super account, 
so instead of receiving salary after tax is deducted, the amount is contributed directly to 
your super.

Spouse: Includes a legal spouse, defacto spouse (living together as members of a couple) 
or another person in a relationship registered under a State or Territory law. This covers 
opposite sex or same sex spouses.

Spouse contributions: Includes making after-tax contributions to a spouse’s super fund.

Super: A tax-effective long-term savings structure that enables you to save money for 
your retirement.

Super Guarantee: A minimum level of contribution your employer is required to make to 
your super. This is set at 9% of your ordinary time earnings.

Tax dependants: Includes your spouse, de facto (same or opposite sex), children under 
18, a financial dependant or a person with whom the deceased had an interdependency 
relationship just before death.
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Notes
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