A2 — Retirement incomes

Recommendation 18: The tax on superannuation contributions in the fund should
be abolished. Employer superannuation contributions should be treated as income
in the hands of the individual, taxed at marginal personal income tax rates and
receive a flat-rate refundable tax offset.

a. An offset should be provided for all superannuation contributions up to an
annual cap of $25,000 (indexed). The offset should be set so the majority of
taxpayers do not pay more than 15 per cent tax on their contributions. The cap
should be doubled for people aged 50 or older.

b. An annual cap on total contributions should continue to apply.

c. The offset should replace the superannuation co-contribution and
superannuation spouse contribution tax offset.

d. Compulsory superannuation contributions made by employers should not
reduce eligibility for income support or family assistance payments. They
should also not form part of the calculation for child support.

Recommendation 19: The rate of tax on superannuation fund earnings should be
halved to 7.5 per cent. Superannuation funds should retain their access to
imputation credits. The 7.5 per cent tax should also apply to capital gains (without
a discount) and the earnings from assets supporting superannuation income
streams.

Recommendation 20: The restriction on people aged 75 and over from making
contributions should be removed. However, a work test should still apply for people
aged 65 and over. There should be no restrictions on people wanting to purchase
longevity insurance products from a prudentially regulated entity.

Recommendation 21: The government should support the development of a
longevity insurance market within the private sector.

a. The government should issue long-term securities, but only where this is
consistent with its fiscal obligations, to help product providers manage the
investment risk associated with longevity insurance.



b. The government should make available the data needed to create and
maintain a longevity index that would assist product providers to hedge
longevity risk.

c. The government should remove the prescriptive rules in the
Superannuation Industry (Supervision) Regulations 1994 relating to
income streams that restrict product innovation. This should be done in
conjunction with the recommendation to have a uniform tax on earnings
on all superannuation assets.

Recommendation 22: The government should consider offering an immediate
annuity and deferred annuity product that would allow a person to purchase a
lifetime income. This should be subject to a business case that ensures the accurate
pricing of the risks being taken on by the government. To limit the government's
exposure to longevity risk, it should consider placing limits on how much income a
person can purchase from the government.

Recommendation 23: The government should help make people more aware of
the retirement income system, and therefore better able to manage their
superannuation, by increasing the regularity of superannuation guarantee
contributions, making it easier for people to manage their superannuation and
providing people with a single point of contact for government agencies.

a. Superannuation guarantee contributions should be paid at the same time as
wages. This should be introduced over time so businesses can adjust their cash
flows. As a first step, larger businesses (that is, businesses required to lodge their
business activity statements on a monthly basis) should be required to pay
superannuation guarantee contributions at least monthly.

b. Employers should report superannuation contributions to their employees
when a contribution is made.

c. There should be a method of linking superannuation records, such as
client identifiers like the tax file number, to make it easier for people to
manage their superannuation.

d. A superannuation portal where people can interact with government
agencies and get information on retirement incomes should be
developed. Over time this portal should evolve, subject to suitable



safeguards, so that people can manage all their superannuation through
one channel.

Recommendation 24: The preservation age for Service Pensioners should remain
at 60 as it is already legislated to align with the eligibility age for that pension. An
increase in the preservation age should apply to people who currently have a
legislatively prescribed retirement age.



