Current as at 15 May 2017

SMSFs with defined benefit pensions – working out a member’s transfer balance account at 1 July 2017
To be assessed against the general transfer balance cap of $1.6m

The member’s transfer balance account
(TBA) will commence at 1 July 2017.

Yes

The value of an account-based income stream for this purpose will be
equal to the account balance of the income stream.

Their TBA will be credited with the
value of each retirement phase income
stream at the end of the day on 30 June
2017 after all income and
expenses on the income stream have
been accounted for.

There are special valuation measures for income streams which fall under
‘Capped defined benefit income streams’. Super funds and annuity
providers will assist members in understanding the value of their income
streams but the following will apply to defined pensions which may be
held in an SMSF:
Lifetime pension

Just prior to 1 July 2017 will the member be in
receipt of a retirement phase income stream?

Value = annual payment x 16

This includes all income streams held in their
name in the SMSF and in other super funds,
including defined benefit pensions and annuities,
but this excludes TTR pensions.

Term pensions e.g. life expectancy defined pensions, market linked pensions.
No

The member will not yet have a transfer
balance account (TBA).

Value = annual payment x term remaining at 1 July (rounded up to
nearest whole number)

They will commence to have a TBA from
the first time they are in receipt of a
retirement phase income stream.

NOTE: If a member has a commutable defined benefit pension (in an
SMSF this would be a 1.06(6) Flexi Pension) then we are at this stage
unsure of the valuation methodology and treatment of these income
streams.

The flowcharts have been prepared by Accurium Pty Limited ABN 13 009 492 219 (Accurium) and are based on Accurium’s understanding of the Treasury Laws Amendment (Fair and Sustainable Superannuation ) Act 2016 and the Explanatory Memorandum to the
Act. The flowcharts are in the nature of information and are not intended as advice. They are not based on any person’s particular circumstances, needs or objectives. Accurium accepts no liability for any loss or damage resulting from reliance on the information.
Before making any decision in relation to the information you should seek professional tax advice.
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Current as at 15 May 2017

SMSFs with defined benefit pensions– dealing with an excess transfer balance
To be assessed against the general transfer balance cap of $1.6m

The excess must be commuted from one or more of the member’s
commutable retirement phase income streams, e.g. account-based
pensions.
Yes

NOTE! Exposure draft Treasury Laws Amendment (Fair and Sustainable
Superannuation) Regulations allows for the partial commutation of capped
defined benefit income streams. Should this become law then the
requirement outlined above may change.

Work out the member’s excess transfer balance as their
TBA minus $1.6million.

Does the member have a transfer balance
account (TBA) at 1 July 2017 greater than
$1.6million?

Yes

Is this excess less than or equal to the value of the
member’s commutable retirement phase income
streams?

No

All commutable retirement phase income streams, e.g. account-based
pensions, must be commuted from retirement phase to accumulation
phase or withdrawn from superannuation.
Since capped defined benefit income streams are non-commutable the
remaining excess cannot be commuted from retirement phase.

And

This excess will be written off such that the member will not have an excess
transfer balance. They will not incur penalties against this excess.

Does the member hold in their name a
capped defined benefit income stream?
These are non-commutable income streams. In
an SMSF this includes a 1.06(2) Lifetime pension,
a 1.06(7) Life expectancy pension and a Market
Linked (TAP) pension.

See our flow chart ‘Tracking member accounts’ for more information.

The member will have met their transfer balance cap and no further
account-based pensions can be commenced.

No

The member either does not have an excess and does
not have to do anything to comply with the new rules at
1 July, or any excess can be dealt with by
commuting the excess from a commutable retirement
phase income stream e.g. account-based type pension.
See our flow chart ‘Tracking member accounts’ which
relates to complying with the $1.6m cap for more
information.

NOTE! Exposure draft Treasury Laws Amendment (Fair and Sustainable
Superannuation) Regulations allows for the partial commutation of capped
defined benefit income streams. Should this become law then the
requirement outlined above may change.

NOTE!
If a member has a commutable defined benefit pension, e.g. 1.06(6) Flexi
Pension, then we are at this stage unsure of the valuation methodology for
these income streams.

The flowcharts have been prepared by Accurium Pty Limited ABN 13 009 492 219 (Accurium) and are based on Accurium’s understanding of the Treasury Laws Amendment (Fair and Sustainable Superannuation ) Act 2016 and the Explanatory Memorandum to the
Act. The flowcharts are in the nature of information and are not intended as advice. They are not based on any person’s particular circumstances, needs or objectives. Accurium accepts no liability for any loss or damage resulting from reliance on the information.
Before making any decision in relation to the information you should seek professional tax advice.
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Current as at 15 May 2017

SMSFs with defined benefit pensions – working out a member’s defined benefit income cap
Required each financial year in order to assess the taxation of defined benefit income stream payments
The annual cap is adjusted for the
proportion of the year concessional
income was received.

Did the member become entitled to concessional tax
treatment on their taxed source income part way through
the financial year?

A concessionally taxed payment provides income that is
non-assessable non-exempt income. Primarily this is the
case where:
Yes




For the 2016-17 financial year the
annual cap will be $100,000.

the recipient is aged 60 or over and so payments are
tax free, or
if the receipient is a dependant receivng a death
benefit from a deceased person who was aged 60
or over.

Let’s call the date at which the concessional tax treatment
commenced the ‘part year date’.

Did the member receive any defined
benefit income from a taxed source (a
funded scheme)?

Yes

Proportional defined benefit income
cap = annual cap x (1 + days from part
year date to 30 June) / days in financial
year

E.g. the pensioner turned 60 part way through the year,
or commenced receiving a concessionally taxed defined
benefit income stream.

The annual ‘defined benefit income
cap’ is equal to the general transfer
balance cap divided by 16.

Further reduce the cap for this
non-concessionally taxed income.

Defined benefit income cap = Proportional
defined benefit income cap - total
non-concessionally taxed income received from
the part year date

Did the member receive other defined
benefit income from a taxed source
that was not concessionally taxed from
the ‘part year date’?
Yes

E.g. defined benefit income from a
taxed source under age 60.

No

The individual’s defined benefit income cap is
calculated as:
No

Defined benefit income cap = Proportional
defined benefit income cap

Yes

The annual cap is adjusted for this
non-concessionally taxed income.

Did the member receive other defined
benefit income from a taxed source in
the financial year that was not concessionally taxed?

All SMSF defined benefit income
streams will be a taxed source.
No

All defined benefit income was from an untaxed source.

The individual’s defined benefit income cap is
calculated as:
Defined benefit income cap = annual cap total non-concessionally taxed income received
from a taxed source during the financial year

E.g. defined benefit income from a
taxed source under age 60.

The individual’s defined benefit income cap is equal to
the annual cap.

No

This is $100,000 for the 2016-17 financial year.

The individual’s defined benefit income cap is
calculated as:

The individual’s defined benefit income cap is
equal to the annual cap.
This is $100,000 for the 2016-17 financial year.

The flowcharts have been prepared by Accurium Pty Limited ABN 13 009 492 219 (Accurium) and are based on Accurium’s understanding of the Treasury Laws Amendment (Fair and Sustainable Superannuation ) Act 2016 and the Explanatory Memorandum to the
Act. The flowcharts are in the nature of information and are not intended as advice. They are not based on any person’s particular circumstances, needs or objectives. Accurium accepts no liability for any loss or damage resulting from reliance on the information.
Before making any decision in relation to the information you should seek professional tax advice.
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Current as at 15 May 2017

SMSFs with defined benefit pensions – taxation of payments from a non-commutable income stream
Assessed for each income stream each financial year in order to complete a pensioner’s individual income tax return
Work out the total defined benefit
income the member received from a taxed
source that was concessionally taxed over the
financial year.

Total all of the untaxed source
payments received over the
financial year.

This is non-assessable non-exempt
income. Primarily this is the case where:


Work out the individual’s ‘defined benefit
income cap’.

Yes

See flow chart ‘Working out a member’s
defined benefit income cap’.
Is any defined benefit income stream
paid from a taxed source (a funded
defined benefit scheme)?
All SMSF defined benefit income streams
will be a taxed source.

No

Excess untaxed = Min (total
untaxed, total untaxed + total
concessional income – defined
benefit income cap)

Excess income = total concessional
income - defined benefit income cap

the recipient is aged 60 or over and
so payments are tax free; or
 if the receipient is a dependant
recieivng a death benefit from a
deceased person who was aged 60
or over.

If Excess income is greater than 0 then
50% of this amount will be included
in the member’s assessable income for
income tax purposes and will not be
eligible for any tax offset.

Work out the excess untaxed amount.
Excess untaxed = total untaxed source income
for the finanicial year - defined benefit income
cap

No change to how non-concessionally
taxed payments from a taxed source
are treated.
The taxable component of payments
are assessable income. The individual
may also be entitled to a 15% offset
on this income.

If excess untaxed is greater than 0 then the
member is not eligible to apply the 10% tax
offset to this amount.

Did the member also receive payments
from an untaxed source during the
financial year?

Untaxed source income is generally
assessable income subject to a 10%
tax offset where:
Yes



the recipient is aged 60 or over,
or
 if the recipient is a
dependant receiving a death
benefit from a deceased person
who was aged 60 or over.
If excess untaxed is greater than 0
then the member is not eligible to
apply the 10% tax offset to this excess
amount.

Untaxed source income is generally assessable
income subject to a 10% tax offset where:



the recipient is aged 60 or over; or
if the recipient is a dependant
recieivng a death benefit from a deceased
person who was aged 60 or over.

No
No further calculations required.

The flowcharts have been prepared by Accurium Pty Limited ABN 13 009 492 219 (Accurium) and are based on Accurium’s understanding of the Treasury Laws Amendment (Fair and Sustainable Superannuation ) Act 2016 and the Explanatory Memorandum to the
Act. The flowcharts are in the nature of information and are not intended as advice. They are not based on any person’s particular circumstances, needs or objectives. Accurium accepts no liability for any loss or damage resulting from reliance on the information.
Before making any decision in relation to the information you should seek professional tax advice.
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