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Important Disclaimer

Material contained in this presentation is a summary only and is based on information believed to be
reliable and received from sources within the market. It is not the intention of Nexia Sydney Financial
Solutions Pty Ltd ABN 88 077 764 222 Australian Financial Services Licence Number 247300 that this
presentation be used as the primary source of readers’ information but as an adjunct to their own
resources and training. No representation is given, warranty made or responsibility taken as to the
accuracy, timeliness or completeness of any information or recommendation contained in this publication
and Nexia Sydney Financial Solutions will not be liable to the reader in contract or tort (including for
negligence) or otherwise for any loss or damage arising as a result of the reader relying on any such
information or recommendation (except in so far as any statutory liability cannot be excluded). This
presentation has been prepared for general information and not having regard to any particular person’s
investment objectives, financial situation or needs. Accordingly, no recommendations (express or implied)
or other information should be acted upon without obtaining specific advice from an authorised
representative. Please note past performance may not be indicative of future performance.
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Agenda

• Introduction to redundancy
• Taxation and redundancy

• Superannuation and redundancy
• Social security payments
• Case study
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Introduction to Redundancy

Types of employment termination

Employment
Termination

Employee/Event
Initiated

Employer Initiated

Redundancy

Dismissal (sacked,
fired etc.)

Resignation

Retirement

Health Reasons

Death
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Redundancy
Unfortunately, it’s topical

Source: https://www.afr.com/property/commercial/australia-s-biggest-private-builder-cuts-staffprepares-for-the-worst-20200327-p54eoy

Sourced from The Sydney Morning Herald:
https://www.smh.com.au
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Redundancy
And it can be emotional

Source: https://www.headsup.org.au/doc/default-source/resources/255607_0614_bl0373_acc.pdf?afvrsn=8
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Redundancy
Available resources

Source: https://calculate .fairwork.gov.au
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Taxation and Redundancy

Taxation and Redundancy
Not all employees eligible
• Redundancy payments do NOT apply to all employees:
• Employees whose period of continuous service with the employer is less than 12 months
• Employees employed for
• A stated period of time
• An identified task or project
• A particular season

• Employees fired because of serious misconduct
• Causal employees
• Trainee engaged only for the length of the training arrangement

• Apprentices; or
• Employees of a small business (with fewer than 15 employees)
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Taxation and Redundancy
Planning considerations
• Genuine redundancy payments are
• Tax-free up to a limit based on years of service
• Concessionally taxed as an employment termination payment (ETP) above any tax-free limit
• Taxed at a client’s usual marginal tax rate for any amount above certain caps

• The tax-free amount is not part of the employee’s ETP
• Any amount over the tax-free limit is part of the employee’s ETP
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Taxation and Redundancy
Planning considerations
• A genuine redundancy payment may include:
• Payment in lieu of notice
• Severance payment of a number of weeks’ pay for each year of service
• A gratuity or ‘global handshake’

• A genuine redundancy payment does not include:
• Salary, wages or allowance owing for work done or leave already taken for work completed
• Lump sum payment of unused annual leave or leave loading paid on termination of employment
• Lump sum payments of unused long service leave paid on termination of employment under a formal
arrangement
• Payment made in lieu of superannuation benefits
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Taxation and Redundancy
Taxation of payments
Tax-tax amount of genuine redundancy payment
$10,989 + ($5,496 x completed years of service)
Tax on ETPs (genuine redundancy)
Taxable component
Withdrawn prior to preservation age
Up to $215,000

30%

Over $215,000

45%

Withdrawn at preservation age or over
Up to $215,000

15%

Over $215,000

45%

Tax-free component

0%
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Taxation and Redundancy
Preservation age
The minimum age a super fund member may be able to access their preserved benefits.
Date of Birth

Preservation Age (Years)

Before 1 July 1960

55

1 July 1960 to 30 June 1961

56

1 July 1961 to 20 June 1962

57

1 July 1962 to 1 June 1963

58

1 July 1963 to 1 June 1964

59

On or after 1 July 1964

60
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Taxation and Redundancy
Taxation of payments
Pay-In-Lieu (Resignation or Retirement) of Long Service Leave and Annual Leave
Reason for Payment

Accrued

% Taxable

Tax Rate

Long service leave

Prior to 16 Aug 1978

5%

MTR

16 Aug 1978 - 17 Aug 1993

100%

30%

Post 12 Aug 1993

100%

MTR

Prior to 18 Aug 1993

100%

30%

Post 17 Aug 1993

100%

MTR

Annual leave
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Taxation and Redundancy
Example
Bill was born in 1960, so he is now 60 years old.
He started work with his current employer on 1 Dec 2005.

This represents 14 full years of service.
He has been made redundant today (1 Sep 2020).
He received a redundancy payment of $320,000.
He has derived $50,000 other taxable income during the year.
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Taxation and Redundancy
Tax-free amount
Base amount + service amount x number of whole years service
Base amount = $10,989; service amount = $5,496.
Bills's tax free amount would be:
Base amount $10,989 + service amount $5,496 x 14 years = $87,933

This part of Bill's genuine redundancy payment will be tax free.
Balance of Bill’s genuine redundancy payment is
$320,000 - $87,933 = $232,067
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Taxation and Redundancy
The ETP cap
$215,000 in the 2021 tax year (indexed each year).
Assume Bill has not received any other ETPs in the same income year
Tax of $215,000 x 15%* = $32,250
Balance of Bill’s redundancy payment
$320,000 - $87,933 - $215,000 = $17,067
Tax of $17,067 x 45%* = $7,680

*Plus medicare levy

18

Taxation and Redundancy
Planning considerations
• Deferral of payments
• A new financial year
• A new employment year

• Personal deductible super contributions

19

Superannuation and
Redundancy

Superannuation and Redundancy
Does my redundancy include super?
• Super paid on an employee’s Ordinary Time Earnings (OTE)
• Employee Termination Payments (ETP) include:
•
•
•
•
•

Unused sick leave
Payment in lieu of notice
Compensation for unfair dismissal
Genuine redundancy payments
Non-genuine redundancy payments

• ETP do not include:
•
•
•
•
•

Unused annual leave
Unused long service leave
Salary, wages, allowances and bonuses
Super benefits
Termination payments from overseas employment.
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Superannuation and Redundancy
Does my redundancy include super?
The following table summarises ETPs and whether super is paid on them:
Employee Termination Payment

Superannuation Paid?

Unused annual leave

No

Unused long service leave

No

Unused sick leave

No

Redundancy payments

No

Compensation for unfair dismissal

No

Payment in lieu of notices

Yes
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Superannuation and Redundancy
Can my redundancy be paid into my super?
• Options to consider before contributing to Super:
• Hold in cash while looking for another job
• Reduce or repay debt
• Invest through alternative ownership structures
Individual

Company

Trust

Superannuation

Low

Higher

Higher

Low - high

Maximum Tax Rate

Top Marginal Rate
+ Medicare Levy

30%

Top Marginal rate
or 30%
if beneficiary is a company

15%

Taxable Capital Gains

Paid by individual

Paid by company

Paid by beneficiary

Paid by trustee

Yes

No

Yes

Yes
(lower discount)

Cost to Establish & Run

Access to CGT Discount
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Superannuation and Redundancy
Can my redundancy be paid into my super?
Your Age

• Amounts that can be contributed to Super:
• Concessional Contribution Cap: $25,000
• Non-Concessional Contribution Cap: $100,000

• Ability to contribute to Super depends on:
• Age
• Total Superannuation Balance.

Strategies

<57

57-64

65-74

Personal contributions

√

√

√

Personal deductable contributions

√

√

√

Salary sacrifice

√

√

√

"Bring-forward" arrangement

√

√

Spouse splitting contributions

√

√

Spouse contributions

√

√

Small business CGT contributions

√

√

√

"Carry-forward" contributions

√

√

√

In-specie contributions

√

√

√

Downsizer contributions

√
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Superannuation and Redundancy
Can I access my super if I have been made redundant?
You can access super in the following circumstances:
• Met a condition of release
• Age 65
• Preservation age and retired
• Under the transition to retirement rules
• Early
•
•
•
•
•
•

access of Super
Covid-19
Compassionate grounds
Severe financial hardship
Terminal medical condition
Temporary incapacity
Permanent incapacity.
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Superannuation and Redundancy
Can I access my super if I have been made redundant?
• Retirement condition of release (full access to super):
• < Age 60
• Above preservation age (currently 58)
• Cease gainful employment
• No intention to be gainfully employed in the future
• Age 60+
• Leave a job

• Transition to Retirement (up to 10% of super):
• Above preservation age but under age 65; and
• Does not meet retirement condition of release.
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Superannuation and Redundancy
Can I access my super if I have been made redundant?
COVID-19 early access of super:
• One withdrawal of up to $10,000 was available in 2019/20

• One withdrawal of up to $10,000 is available in 2020/21.
• Eligibility
• You’re unemployed
• You’re eligible to receive a jobseeker payment
• Or on / after 1 January 2020:
o You were made redundant; or
o Your working hours were reduced by 20% or more; or
o For sole trader – your business is suspended/reduction in turnover of 20% or more.
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Superannuation and Redundancy
Other considerations
• Is super paid on JobKeeper payments?
• Can I stay in my existing Super Fund after I have been made redundant?
• How much do you need for retirement?
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Social Security Payments

JobSeeker Payment

Your situation

Your maximum fortnightly payment
until 24 September 2020

Your maximum fortnightly payment
from 25 September 2020

Single, no children

$1,115.70 includes:
• $565.70 JobSeeker Payment
• $550 Coronavirus Supplement

$815.70 includes:
• $565.70 JobSeeker Payment
• $250 Coronavirus Supplement

Single, with a dependant child
or children

$1,162.00 includes:
• $612 JobSeeker Payment
• $550 Coronavirus Supplement

$862.00 includes:
• $612 JobSeeker Payment
• $250 Coronavirus Supplement

Single, 60 or older, after 9
continuous months on payment

$1,162.00 includes:
• $612 JobSeeker Payment
• $550 Coronavirus Supplement

$862.00 includes:
• $612 JobSeeker Payment
• $250 Coronavirus Supplement

Partnered

$1,1060.80 each includes:
• $510.80 JobSeeker Payment
• $550 Coronavirus Supplement

$760.80 each includes:
• $510.80 JobSeeker Payment
• $250 Coronavirus Supplement

30

Age Pension Entitlements

• The pension age will be gradually increased from 65 to 67 years as set out in the table below
Period within which a person was born

Pension age

Date pension age changes

From 1 July 1952 to 31 December 1953

65 years and 6 months

1 July 2017

From 1 January 1954 to 30 June 1955

66 years

1 July 2019

From 1 July 1955 to 31 December 1956

66 years and 6 months

1 July 2021

From 1 January 1957 onwards

67 years

1 July 2023
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Commonwealth Seniors Health Card

• Have reached Age Pension Age but do not qualify for Age Pension
• Meet an income test
Benefits
• Cheaper medicines under the Pharmaceutical Benefits Scheme
• Bulk billed doctor visits – this is up to your doctor
• A bigger refund for medical costs when you reach the Medical Safety Net
Annual adjusted taxable income (ATI) of
• Less than $55,808 for single persons
• Less than $89,290 (combined) for couples
• Less than $111,616 (combined) for couples separated by illness, respite care.
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Case Study

Case Study

• On 1 September 2020, Gordon (single, aged 60) is made redundant from his employer after 9 years and 9
months of service. Salary $3,000 p/w gross before super
• During 2020/21 Gordon will receive standard employer concessional contributions and investment income of
$20,000
• He will receive $29,250 in unused AL, $38,025 in unused LSL, $117,000 in redundancy payment
• Superannuation balance $700,000 (balanced risk profile)
• Outstanding home loan $50,000
• Gordon decides to do part time consulting work for the next 5 years earn $70,000 pa
• Gordon’s pre-retirement and post-retirement cost of living is $55,000 pa (net)
• At retirement Gordon would like to go overseas on a yearly basis for the first 10 years of his retirement (est.
$20,000 pa) and then domestic travel for the next 5 years (est. $10,000 pa)
• Gordon would also like to upgrade his car every 5 years from now to age 80 (est. $40,000).
34

Case Study
How are the entitlement taxed?
Payment Classification

Gross Amount

Tax Rate/Payable (Incl. Medicare)

Unused annual leave

$29,250

32% = $9,360

Unused long service leave

$38,025

32% = $12,168

Redundancy pay (tax free portion)#

$60,453

Tax free

Redundancy pay (ETP portion)^

$56,547

17% = $9,613

Total

$184,275

$31,141 (average 16.90%)

• Division 293 tax – extra $1,667 ($11,115 x 15%)
• If Gordon applies for Jobseeker Payment, there will be a 61 week ($184,275/$3,000) waiting period
under the income maintenance period (IMP)
# $10,989 + (5,496 x 9) = $60,453
^ $117,000 – $60,453 = $56,547
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Case Study
Strategies to consider
Pre-retirement strategies over the next 5 years – from age 60 - 65
• Pay off his home loan debt of $50,000

• Make non-concessional contribution of $100,000 (2020/21FY) using the redundancy payment
• Commence an account based pension for $800,000, draw the minimum pension allowable
• Maximise salary sacrifice contribution.
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Case Study
Cash flow summary
Current

Proposed

$70,000

$51,650

-

$32,000

$70,000

$83,650

$6,650

$6,650

Concessional Contribution

-

$18,350

Non-concessional Contribution

-

-

$6,650

$25,000

$14,617

$8,061

$998

$3,750

$15,615

$11,811

Employment Income
Pension Income
TOTAL
Contributions
Employer SGC p.a.

TOTAL
Tax Position
Personal Income Tax
Super Contribution Tax
TOTAL

Overall tax saving $3,804 p.a.
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Case Study
First 5 years of pre-retirement – age 60 to 65
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Case Study
Retirement years – age 65 onwards
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Financial Planning Strategy

Cashflow

Liquidity needs
Investment
Planning
Direct shares
Managed Funds
Insurance Bonds
Annuities

Tax
Minimisation
Ownership
issues

Income / Growth
objective

Social Security

Conservative

Estate objectives
Retirement
Planning
Super
Income streams
Other investments
Social Security
Aged care

Risk
Management
Life cover
TPD cover
Trauma
Income protection
Key person

Estate
Planning
Wills
Power of Attorney
Testamentary
Trusts
CGT Issues
Estate Risks
Nominations

Moderate

Time Horizon
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How Can We Help?

Financial advice can assist with all aspects of retirement planning and investing:
• Contribution strategies
• Asset allocation strategies
• Tax structures
• Insurance
• Estate planning
• Debt consolidation
• Centrelink
• Aged care
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How We Operate

Complimentary first
meeting

Fee for service
Complete objectivity

No cost to you
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Special Offer:
$1,000 off on your financial plan for new clients

Offer expires 31 October 2020
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Contact Details

Sylvia Liang
Email: sliang@nexiasydney.com.au

Phone: (02) 8264 0763
Darren Chinnappa

Email: dchinnappa@nexiasydney.com.au
Phone: (02) 8264 0649

Website: www.nsfinancial.com.au
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Thank You

