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[image: image2.emf]For most Australians, superannuation remains one of the best wealth accumulation structures from a tax perspective. On top of the income tax benefits available on contributions, superannuation in the accumulation phase pays maximum tax of 15% on investment income, and no tax on earnings that support pension payments being made to fund members.

A number of changes are being made to superannuation from 1 July 2017 that will impact how people can take advantage of the tax concessions available.
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Pensions are still super

What’s the current investment limit in the retirement phase?

While currently there is no limit on the amount someone can have invested in the retirement phase, there have always been limits on the amounts that may be contributed to super. Of course, with investment earnings over the ensuing years, account balances can continue to grow significantly.
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What types of pensions are assessed?

Most types of superannuation pensions will be included for assessment under the transfer balance cap. This includes:
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	Account based
	Commutable &
	Term allocated pensions

	pensions
	non-commutable
	– also known as market

	
	defined benefit pensions
	linked income streams


While account based pensions will be simple to assess under the transfer balance cap, different rules will apply to the assessment of defined benefit and term allocated pensions.

The transfer balance cap applies to pensions that are paid from an individual’s unrestricted non-preserved benefits when an individual has met a full condition of release, including:

· Retirement on or after reaching preservation age

· Turning 65

· Permanent incapacity

· Terminal illness, or

· Death.

The Australian Taxation Office will be responsible for implementing the transfer balance cap and dealing with breaches.

If you would like to discuss the changes to superannuation and how they will impact you, please call your financial adviser. The changes are complex and you should seek advice regarding your personal circumstances and plans before making any decisions.





Disclaimer:

The information provided in this communication has been prepared as general advice only. It is based on our understanding of current regulatory requirements and laws as at the date of publication. As these laws are subject to change you should talk to a professional financial adviser for the most up to date information.

We have not considered your financial circumstances, needs or objectives. You should consider the appropriateness of the advice and seek the assistance of a financial adviser before acting on any advice contained in this communication. Whilst all care has been taken in the preparation of this material, no warranty is given in respect of the information provided or actions taken as a result of you acting upon such information.
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Important change


The amount someone can have invested in the pension phase of superannuation. From 1 July 2017, this limit will be $1.6 million. Referred to as the ‘transfer balance cap’, its intention is to limit the tax exemption available on investment earnings.


Any amounts in excess of the transfer balance cap will need to be transferred back to an accumulation account or, where a condition of release has been met, may be withdrawn from the superannuation system completely.








Seek professional advice


If you are in a position where you and/or your partner have super or pension account balances nearing $1.6 million, it is important to seek professional financial advice to ensure your super is structured to meet the new rules and ensure you are best placed to maintain your wealth and tax benefits.


If you believe you may have over $1.6 million invested in the pension phase at 30 June 2017, it may be beneficial to take action prior to that date.








Advice Tip





The fact remains that superannuation can provide substantial tax benefits at every stage of life. A couple may still transfer $1.6m million each into the pension phase where investment earnings





are tax exempt, and still maintain additional amounts of super in the accumulation phase where it is already concessionally taxed at 15%.


�Importantly, once super investments have been transferred to the retirement phase, future investment earnings are not affected by the cap. This means someone’s tax exempt investments in retirement phase may grow to substantially above $1.6 million over time if their investment earnings exceed the pension payments they are drawing.





It is also important to remember that taxation of super benefits paid to an individual – as either a lump sum or pension – have not changed.
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