
Use super to manage 
capital gains tax (CGT) 

How does it work? 
If you’re self-employed and make personal contributions 
to super, you may be able to claim the contribution as a tax 
deduction – effectively reducing your taxable income by the full 
amount of the contribution. This can be an effective strategy as 
the deduction is a good way to offset any capital gains you may 
have made this financial year. 

For example, if you’ve sold an asset (like an investment 
property) during the year and have made a significant capital 
gain, the tax deduction from your super contribution can 
reduce personal income tax that would have been payable 
on that capital gain. 

What’s more, investment returns in complying super funds are 
concessionally taxed at a maximum of 15% – as opposed to 
your marginal tax rate outside super of up to 49% (including the 
Medicare levy). This makes superannuation a tax-effective way 
to grow your retirement savings.

What does it mean for me? 
If you qualify for this strategy, you can make concessional 
(before-tax) contributions to super. However, you can only 
contribute $30,000 p.a. or $35,000 p.a. if you are aged 501 
or over. Amounts in excess of the limit will be included in your 
assessable income and taxed at your marginal tax rate plus an 
interest charge.

You should also remember that you cannot draw on these 
super contributions until you are eligible to access your super 
savings, which for most people will be at retirement after 
reaching age 55.

How do I know if I qualify? 
To qualify for this strategy in the financial year ending 
30 June 2015, you must be under age 75 and eligible to 
make a personal contribution to super. If you derive some 
of your income from being an employee, you must satisfy 
the 10% test.2

• Individuals under age 65 are automatically eligible 
to contribute. 

• Individuals aged between 65 and 74 can contribute if they 
were gainfully employed for at least 40 hours during any 
consecutive 30-day period during the financial year. 

Strategy in action 
Brenda, aged 50, is self-employed. She has a taxable income 
of $150,000 and pays tax at 39% including Medicare levy. 

Brenda recently sold an investment property for $350,000, 
making a capital gain of $40,000. Because Brenda has held 
this asset for more than 12 months, only half of the capital gain  
($20,000) is subject to capital gains tax. 

Are you self-employed? 

Are you expecting to make a capital gain this financial year? 

Do you want to offset your capital gain and save on tax? 

1. To meet this qualification you need to be age 49 or above on 30 June 2014.

2. Less than 10% of your total assessable income, reportable fringe benefits and reportable employer contributions come from employment.
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The following table compares the tax savings Brenda could make by contributing $20,000 to her super fund. 

Contributing $0 to super Contributing $20,000 to super

Brenda's taxable income before super and capital gain $150,000 $150,000

Taxable capital gain (after 50% discount) $20,000 $20,000

Personal tax deduction on super contribution $0 ($20,000)

Taxable income $170,000 $150,000

Personal income tax includes capital gains tax* ($54,247) ($46,447)

Tax on super contributions (15%) – ($3,000)

Total tax payable ($54,247) ($49,447)

Overall tax saving – $4,800

* Tax is payable at Brenda’s marginal tax rate of up to 39%, includes Medicare levy (2014/15 financial year). 

Contributing $20,000 to super would allow Brenda to offset the impact of the taxable capital gain on her taxable income – keeping it 
at $150,000. 

The contribution is taxed at the lower 15% tax rate inside super, which would generate an overall tax saving of $4,800 and boost 
her super balance by $17,000 ($20,000 – $3,000). 

Contact The Financial Advice Shop for 
further information on (02) 43 853 852 or visit 
www.financialadviceshop.com.au


