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From 1 July 2018, individuals aged 65 or over may use the proceeds from the sale of an eligible dwelling that 
was their main residence to make superannuation contributions (referred to as ‘downsizer contributions’) up 
to a maximum of $300,000 per person (i.e., up to $600,000 per couple), without having to satisfy the age or 
gainful employment tests that usually apply.  
 
This measure aims to provide an incentive for older Australians to ‘downsize’ their home and is expected to 
reduce pressure on housing affordability by freeing up stocks of larger homes for growing families.   
 
There is no requirement for an individual to actually ‘downsize’ by acquiring a smaller property, or to even 
acquire another property at all. Additionally, the property sold does not need to have been the individual’s 
(or their spouse’s) main residence during their entire ownership of it, provided the property was their main 
residence at some time. Therefore, the sale of an investment property that at one stage was their main 
residence may enable an individual (or their spouse) to make downsizer contributions.  
 
The new ‘downsizer contributions’ measure provides opportunities for retirees looking to boost their 
retirement savings, particularly in light of the recent superannuation reforms affecting the contributions caps. 
 
 
An example of how it works: 
A couple sell their home for $400,000. Their combined downsizer contributions cannot exceed $400,000. 
However, the contributions can be made in any combination, subject to the $300,000 cap per person (e.g., 
$200,000 each, or $300,000 by one spouse and $100,000 by the other). If the couple sold their home for 
$750,000, their combined downsizer contributions would be capped at $600,000 (i.e., $300,000 each). 
 
 
Key features of the new measures 

Downsizer contributions: 
• are not subject to the contribution acceptance rules and they do not count toward an 

individual’s non-concessional contributions.  
• are included in an individual’s Total Superannuation Balance 
• are not tax deductible and will therefore be taken into account for age pension purposes. 
• can only be made from proceeds arising in respect of contracts entered into on or after 1 July 

2018. 
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Conditions to be satisfied 

Eligibility for downsizer contributions: 
• The contribution must be to a complying superannuation fund in respect of an individual who 

is aged 65 years or over when the contribution is made.  
• The contribution is equal to all or part of the capital proceeds from the disposal of an 

‘ownership interest’ in a ‘dwelling’. 
• The individual or their spouse held the ‘old interest’ just before the disposal.  
• Either of the following applies to any capital gain or loss made from the disposal of the old 

interest:  
o If the individual held the old interest just before its disposal, the capital gain or loss is 

wholly or partially disregarded under the Main Residence Exemption (‘MRE’) rules. 
o Otherwise, the capital gain or loss would have been wholly or partially disregarded 

under the MRE if the individual had held the old interest for a period before its 
disposal.  

• That a 10-year ownership test is met at all times during the 10 years ending just before the 
disposal. This means either the old interest was held by the individual, their spouse or their 
former spouse; or an ownership interest in the land on which the dwelling was situated was 
held by the individual, their spouse or their former spouse.  

• The dwelling is in Australia and is not a caravan, houseboat or other mobile home.  
• The contribution is made within 90 days after the time the change of ownership occurs 

(typically, 90 days from settlement), or a longer period allowed by the ATO.  
• The individual must choose to treat a contribution as a downsizer contribution. The choice 

must be made in the ‘approved form’ and be given to the superannuation fund(s), at or 
before the time the contribution is made.  

• Downsizer contributions can only be made for the sale of one main residence only. 
 
Source: Adapted from NTAA’s Tax Hot Spots Seminar 2018 
 
If you would like to know more or are interested in discussing anything in respect of these newly announced 
measures please do not hesitate to call me. 
 
Michael Clapham 
0438 893 571 
 


