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Public ancillary funds
As an alternative to a private ancillary fund, you can 
establish an account under a public ancillary fund. This 
allows you to focus on the pleasure of giving, without 
having to worry about the ongoing administration, 
investment management or compliance involved 
in a private ancillary fund. An account can be 
established with an amount of $50,000.
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Fourth edition 2015

Smart ways to give
Choosing to give money to charity or charitable causes that you care about can be straightforward but there 
are several different ways you can give. 

IN
V-

95
5

In this issue...

Uncovering the mystery of super tax

Global markets – what to expect for 2016 

Some considerations include:

• when do you want to give? 
When you are alive, after you 
have died, or both? 

• how much do you want to give?

• how much control do you 
want over how the funds are 
managed and granted? 

• are tax benefits something you 
need to consider?

• do you want to leave a 
lasting legacy, which involves 
your spouse, children and 
grandchildren?

Your answers to these  
questions will help you 
 decide which of the  
different structures offers  
you the smartest way to  
give. Four of the most  
common options available are 
one-off donations, bequests, 
private ancillary funds and public 
ancillary funds.

The options range from simple 
and quick, such as a one-off direct 
donation to complex and long-
lasting, such as setting up a private 
ancillary fund. Let’s take a more 
detailed look at the options.

One-off donations
Making a direct donation to a charity is still the most common way to give. 
Donations can be as small as $2 and are fully tax-deductible.  

Bequests
A bequest is a donation to benefit a charity or cause 
of your choice which is specified in your Will and 
commences upon your death. It may be a specific 
donation or you might choose to establish a charitable 
trust, which is a long-term giving structure often in 
perpetuity. A charitable trust is effective if you want  
to maximise the impact of your initial gift over the  
long term. All earnings on the funds held in trust are  
tax-free. This option is most suitable if you have over 
$250,000 to give.

Private ancillary funds
A private ancillary fund (PAF) is a 
charitable trust, set up during your 
lifetime or upon your death to benefit 
nominated causes. A PAF enables you  
to ensure your giving will align with  
your values and interests and that it  
will continue after you die. Any 
donations you make to a PAF are  
tax-deductible and all income and 
capital gains generated within the PAF 
are tax-exempt. This option is suitable 
if you have over $500,000 to give.  
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Remember – if you need help to decide on your 
smartest way to give, we’re here to help.
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Uncovering the 
mystery of super tax
The rules regarding super and tax are complex and for many, the tax paid when putting money into super, 
its earnings while invested, and when benefits are finally paid can be a mystery. We take a look at how super 
is taxed. 

Once invested in the super fund, non-concessional contributions are grouped as the ‘tax-free’ component. 

Concessional contributions – which have been taxed at just 15 per cent – form part of the taxable component. The money your super fund 
earns from your investment is also a part of this taxable component.

So what tax is paid while your super is locked away in the accumulation phase? 

Taxation of superannuation investment earnings
• Superannuation investment earnings attract a maximum tax rate of 15 per cent (usually paid periodically over the year).

• If assets have been held by the fund for one year or more, only 2/3 of capital gains from the sale of superannuation fund assets are taxed – 
this means an effective tax rate of 10 per cent.

• Taxable income of the superannuation fund may be further reduced by capital losses and /or deductible expenses of the fund.

However,

• If super funds are used to start a transition to retirement pension or an account-based pension, investment earnings (including capital 
gains from selling down fund assets) are tax-free.

Employer

Personal contributions made  
by employees who are mostly 

 self-employed and are claimed as a  
tax deduction are also classed as 

concessional contributions.

Contributions made from employers 
on behalf of employees are classed as 

concessional contributions. 

Employer contributions include the 
Superannuation Guarantee (currently 

9.5%) and salary sacrifice contributions.  

Concessional contributions 

Taxed at 15%  
(30% if employee earns income  

over $300,000)

Taxable component:

Concessional contributions
+

Earnings of the superannuation fund

Employee 

Personal contributions made by  
employees with after tax money to 

superannuation are classed as  
non-concessional contributions 

 

 
 

Non-concessional contributions 

Taxed at 0% (as income tax has already 
been paid at the marginal tax rate)

 
Tax free component:

Non-concessional contributions
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Case study: Investing in superannuation 
John earns $85,000 a year (before tax). After taxes and living expenses, he has $10,000 spare to invest. John is trying to decide between 
investing the surplus money into a high interest savings account or salary sacrificing the amount to superannuation. 

What are some pros and cons? 

High interest savings account 

Pros: Cons:

• A liquid asset he can access 
at any time

• No tax if withdrawn

• Interest would be taxed at 
his marginal tax rate of 37%

• No capital growth

• May not keep up with 
inflation

Salary sacrifice to superannuation

Pros: Cons:

• Saves John 22% in 
personal income tax (39% 
including Medicare levy 
- 15% superannuation 
contributions tax). 

• Investment earnings of his 
superannuation funds are 
taxed at maximum 15%. 

• Potential for capital growth

• May protect against 
inflation.

• John cannot access his 
super until he meets a 
condition of release such 
as retirement.

• Taxes may be deducted 
when he withdraws the 
funds, but if he is 60 or 
older it’s tax-free.

• There are contribution 
limits. Going over these 
limits will result in extra tax.

To find the best investment options for your retirement dreams, please give us a call.

Taxation of superannuation benefits
Once you are able to access your super, the fund may deduct tax from your payment. The good news is, tax is only deducted from  
the taxable component. How much tax is determined by the reason for payment, the method of payment, and your age. In most cases,  
the tax rates* are:

*  Only paid on the ‘taxable’ component

**  Preservation age is the minimum age, when retired, that a person can access their super. For those born since 1 July 1964 this is age 60.

Under preservation age**

• If paid as a lump sum: 

 – Up to 22% (including 
Medicare Levy)

• If paid as a pension payment: 

 – Marginal tax rate of employee 
(accessing super under the 
preservation age can be very 
difficult and usually involves 
demonstrating significant 
financial hardship)

Reached preservation age 
but not yet 60

• If paid as a lump sum:

 – First $195,000 – 0% Tax

 – > $195,000 – 17% including 
Medicare Levy

• If paid as a pension payment:

 – Marginal tax rate of  
employee – 15% tax offset

Age 60 or older

• If paid as a lump sum:

 – 0% Tax

• If paid as a pension payment:

 – 0% Tax
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Disclaimer
This document has been prepared for the general information of investors and does not take into account the investment objectives, financial situation and particular needs of 
any particular person. You should seek professional advice when considering investments or strategies in the light of your particular investment needs, objectives and financial 
circumstances prior to acting upon any information contained in this Document. While reasonable care has been exercised and the statements contained herein are based on 
information believed to be accurate and reliable, neither Gold Financial Pty Ltd – AFS Licence No. 291389, nor its directors, employees, agents or Authorised Representatives shall 
be liable (unless otherwise required by law) for any loss or damage suffered or caused to any person or corporation resulting from or contributed to by any error or omission from 
such statements including any loss or damage caused by any fault or negligence on the part of Gold Financial Pty Ltd or otherwise.  

Your Gold Financial adviser is:

Gold Financial Pty Ltd  
AFSL 291389 
ABN 50 113 653 946
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Global markets – 
what to expect for 2016
2015 will be remembered as a year of slumping commodity prices, spiralling house prices and market 
volatility across the globe. 

As we head into 2016, we take a look at 
what we could expect over the next  
12 months.

Firstly, moderate growth in the US is 
expected to continue into 2016, while 
European and Japanese recoveries slowly 
gather pace. Emerging economies, on the 
other hand, remain under pressure while a 
Chinese slowdown has further to run.

In the US, we may see the widely expected 
interest rate rise as early as this year, with 
up to another four during 2016. 

A forecast of 2.5 per cent US GDP growth is 
not unreasonable, and a higher US 10 year 
Treasury yield is expected over the next 
12 months. However, the upside for US 
equities is limited by the lacklustre outlook 
for corporate profits, with headwinds to US 
profit growth being high margins, rising 
labour costs and a strong dollar. 

For equity markets, Europe and Japan 
stand out in terms of profit performance. In 
the eurozone, we should see GDP growth 
momentum maintained, double-digit 
growth in corporate profits, supportive 
central bank policy and equity market 
valuations that are attractive in relative 
terms.

China has been the source of much of the 
market’s recent volatility. Investors have 
been rattled by a run of weak economic 
data and the ham-fisted attempts by the 
Chinese government to stabilise the market 
for locally owned A-shares. While China’s 
economy is experiencing a meaningful 
slowdown, over the next few months it will 
likely stabilise and recover to around  
7 per cent GDP growth as policy stimulus 
– including monetary easing and currency 
devaluation – takes effect. 

The China slowdown is having a ripple 
effect across other emerging economies 
as well as Australia. Weaker demand from 
China will see commodity prices remaining 
weak, and keeping up pressure on the 
Australian resource sector.

Many indicators now have the US dollar 
overvalued (it has risen by around  
20 per cent in trade-weighted terms 
against other major currencies since 
the beginning of 2014). However with a 
rate rise in the US likely, further modest 
strengthening against the Aussie dollar  
is expected. Meanwhile many economists 
anticipate a cutting of Australia’s official 
interest to another record low of  
1.5 per cent – in part to counteract 
Australia’s big four banks moving to raise 
their interest rates. 

Australian equities – which are down 
around 15 per cent from April 2015 highs 
– should see a continuation of recent 
volatility created by uncertainty over the  
US Federal Reserve and China. Despite this, 
Australian equities in 2016 are expected to 
be supported by our record low interest 
rates, a decline in investment property 
buying as tighter lending restrictions bite, 
continuing inflows from super funds, a 
weaker Aussie dollar and relatively lower 
valuations.  
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