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Allocated Pensions

These have been available since the 1980s and remain a
flexible and effective pension income stream.

The month of June saw self managed super as the topic at
many a social gathering as the announcements from the May
Federal Budget were digested and analysed.

Pension Income Streams Market Linked (or ‘Growth’) Pensions

The MLIS payment is intended to commence from 20
September 2004, coinciding with changes to the Social
Security treatment of superannuation pensions.

In particular, the proposal to prohibit SMSFs from paying a

defined benefit pension unless purchased from a life office,
has attracted widespread media attention. This article attempts
to unravel some of the mysteries of retirement income streams. Whereas there is only one choice in an allocated pension and
only one (anticipated) option for the MLIS pension, there are

Defined Benefit Pensions a number of different types of defined benefit pension.

Announcements in the May 2004 Budget rang the death
knell for new defined benefit pensions from SMSFs. This was
to have taken immediate effect, but intense lobbying from
industry groups and other interested parties has created some
uncertainties surrounding proposed transitional measures.
Stay tuned!

There is also often confusion over the term “complying

pension”. When a pension is said to be “complying”, it means
that it meets certain concessional requirements for Reasonable
Benefit Limit standards and for Centrelink assessment purposes.

The following table provides a guide to the main features of
these income streams, including the new MLIS.

TYPE OF PENSION WHICH RBL| ACCESS TO | ONGOING EFFECT OF DURATION OF
APPLIES LUMP SUM | PENSION INVESTMENT PENSION
PAYMENTS | PAYMENTS MARKETS
Allocated Pension Lump Sum | Access Between Minimum & Depends on rate of pension
minimum & maximum limits drawdown and performance
maximum limits are based on 30 of underlying investments.
June balances If maximum pension taken,
assumed to run out at age 80
DEFINED BENEFIT PENSIONS
Complying - Lifetime| Pension No Access
No effect on yearly
pension payments Capital can run out — however,
subject to annual assessment
by an actuary
Pension indexed. | Ability of capital to
Some flexibility sustain future
Complying - Term Pension No Access with indexation pension payments
will depend on
Non Complying — Term| Lump Sum | Some Access investment Capital can run out.
performance Rules may allow pension
Non Complying Lump Sum | Some Access to be commuted to a lump sum
- Lifetime
Market Linked Pension No Access Some flexibility Based on 30 June Capital should last throughout
Income — pension factors | balances the nominated term
Stream Pension applied to capital
balance




Did You Know?

...that in Australia,
there is currently
around $127 billion
invested in self
managed super?

2004/05 Tax Thresholds

The ATO has now released the new indexed amounts for the
2004 -05 year as follows:

Surcharge Thresholds

Lower Limit $99,710

Upper Limit $121,075

The divisor to calculate the applicable surcharge rate above the
lower limit is $1,583. This is subject to change as the proposed
reduction of the maximum surcharge rate to 12.5% has not yet
been legislated.

Super Guarantee

Maximum contribution

base for each quarter $32,180
Reasonable Benefits Limits

Lump Sum $619,223

Pension $1,238,440
Employer Contribution Limits

Age under 35 $13,934

Age 35 - 49 $38,702

Age 50 & over $95,980

Zero rate threshold for relevant

Eligible Termination Payments $123,808
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Superannuation Splitting

Treasury has released revised draft regulations for splitting
superannuation contributions.

It is proposed that members will be allowed to split future
personal and employer contributions with their spouse. To
activate a split, a contribution splitting ETP must be raised, even
in circumstances where the monies do not leave the fund.

The member will be able to transfer up to 60% of post 83
components and 100% of undeducted contributions made in
the previous financial year. The amounts must be preserved.

The regulations are proposed to apply from 1 July 2004, but
will only be mandatory on super funds from 1 July 2005.

It is important to remember that with any contribution strategy,
the fund's trust deed should be reviewed to ensure that the
governing rules allow the contribution. (SuperGuardian’s trust
deeds allow for contribution splitting).

Safety of Super

The Superannuation Safety Amendment Act 2004 was passed
in March and received Royal Assent on 27 April 2004.

Under the new legislation, from 1 July 2004, approved auditors
of SMSFs must advise the Tax Office of certain contraventions

of the SIS Act and Regulations that they become aware of during
an audit. This is in addition to the existing auditor obligations

to report all contraventions that they discover to the trustee.

Approved auditors must advise the ATO if they form the opinion
that a contravention may have occurred, may be occurring or
may occur in the future and the contravention is of such a
nature that it may affect the interests of members.

The auditor must also notify the ATO if, in their view, the financial
position of the fund may be, or may be about to become,
unsatisfactory.

The ATO has developed a list of the contraventions that are
likely to affect the interests of the members, which will soon be
available on the ATO website.

If there are any aspects of this newsletter you wish to discuss,
please call Tania Tonkin, Ed Bernard or Cheryl Williss on:
1300 787 576.

New Trustee Guide for SMSFs

The ATO will release Self Managed Superannuation Funds -
Role and Responsibilities of Trustees (NAT 11032)
in mid-June.

This guide has been revised to incorporate recent legislative
changes. It also explains a trustee’s role and obligations, and
includes additional information regarding:

¢ How the ATO manages compliance
e References to rulings and circulars
e Winding up a fund

e A compliance checklist for trustees
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