Downsizing and super contributions:
everything you need to know
From 1 July 2018, older Australians can take advantage of a downsizing contribution incentive introduced by the
Government, and make a contribution of up to $300,000 into super from the proceeds of selling their home.
This contribution is in addition to existing contribution caps, so it provides an opportunity for downsizers to save
more in the home-stretch towards retirement.
Downsizers can boost their super

Timeframe and deadlines

Many larger homes are occupied by older singles or couples,
and the Government introduced this measure to encourage these
people to downsize into smaller homes that better suit their needs.
This also has a knock-on effect of releasing more housing stock
for younger, growing families.

The downsizer incentive applies to contracts for sale which are
exchanged on or after 1 July 2018.

Downsizers can deposit up to $300,000 each (with a total
contribution of up to $600,000 for couples) into their super.

Eligibility
Although there’s no requirement to actually downsize or purchase
another home, there are a few strings attached to this opportunity:
 you must be 65 or over
 your home must be located in Australia
 you (or your spouse) must have owned your home for 10 years
or more
 your home must have been your primary place of residence for
at least 10 years
 you must make your downsizing contribution within 90 days of
selling your property.
It applies to your home only - not holiday homes, houseboats,
caravans or mobile homes.

Once your house settles, you have 90 days to make your
downsizer contribution.

Benefits of the scheme
You can release equity tied up in your home
Many older Australians find themselves asset-rich and cash-poor,
so the most obvious advantage is that you are releasing equity
which is tied up in the family home, giving you more money to
cover your living expenses and enjoy a better lifestyle in retirement.
There are no work test or age limits
The voluntary contribution rules don’t apply to downsizing
contributions.
In other words, you don’t need to meet the ‘work test’ so you can
make a downsizer contribution regardless of whether or not you
are working.
Additionally, the upper age limit of 75 years which normally applies
does not, so anyone over 65 can make a downsizer contribution.
You have easy access to your money
You’re over your preservation age, so your money is easily
accessible at any time.
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Things to think about when downsizing

Tax and investment earnings implications

Superannuation implications

If you have a WISP or accumulation account
Investment earnings on accumulation accounts or a WISP in the
accumulation phase are taxed at up to 15%, but any withdrawals
are tax-free.

The downsizer contribution is not classified as a non-concessional
contribution, so it doesn’t count towards your contribution caps.
It therefore gives older Australians an extra opportunity to boost
their retirement savings that they may not otherwise have.
Downsizer contributions are exempt from the $1.6 million total
super balance restriction which normally applies. What this means
is that, even if your account balance is over $1.6 million, you can
still make a downsizer contribution.
The $1.6 million transfer balance cap on money that you can move
into a pension still applies. If you have already transferred
$1.6 million into a pension, any downsizing contribution will need
to remain in an accumulation account (which is subject to 15% tax
on investment earnings).
Additionally, downsizing contributions don’t count towards the
annual $100,000 non-concessional contributions cap, so if you’re
eligible to make after-tax contributions, you can continue to do so
(up to your annual cap).
Social security implications
There are important things to think about if you’re eligible for, or
already receiving, an Age Pension.
When determining your eligibility for the Age Pension, all financial
assets are taken into account, whether they are held inside or
outside super.
Any Age Pension you receive depends on the value of your assets
and your income. The family home is exempt from the assets test,
so if you sell it, you are converting a non-assessable asset (your
home) into an assessable asset (cash). As a result, you could end
up with less in pension payments.
Speak with a financial planner if you’re unsure about whether your
Centrelink entitlements may be impacted.

If you have a pension account
Investment earnings on an Allocated Pension or a WISP in
retirement phase are tax-free.
Costs associated with buying and selling property
Remember that there are costs involved with selling your current
home - you’ll have to pay agent fees and other costs as well as
stamp duty when you purchase your new home (although there’s
no obligation for you to purchase another property).

Who stands to benefit most by taking advantage of
the downsizing contribution incentive?
Making a downsizing contribution will benefit retirees who want
to contribute more to their super but are unable to because of
existing caps or restrictions.
In particular, it will benefit those who:
 have large account balances
 do not currently meet the ‘work test’;
 are at or above the Age Pension means test caps (that’s
because if you’re not entitled to receive the Age Pension, you
won’t be too concerned about it affecting your eligibility).

Got a question?
We recommend that you get advice from one of our financial
planners to find out whether making a downsizer contribution
would work for you. Call 1800 757 607 to make an
appointment with a financial planner.
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