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Introduction 

Given the major superannuation 
announcements of the Mary 2016 
Federal Budget (See Heffron SuperNews 
Issue #127), what should advisers, 
accountants and clients be considering in 
the short – medium term? 

We have considered two key timeframes: 

• What’s important for “right now” – 
certainly before 30 June 2016 but 
possibly even today? And 

• What is important for 2016/17? 

Beyond 2016/17, our Issue #127 sets out 
a range of planning issues to consider. 

 

For right now 

In relation to contributions: 

• Clients who are about to make large 
non-concessionals should check 
their position first.  Remember that if 
legislated as planned, contributions 
right back to 1 July 2007 will be 
checked against the new $500,000 
lifetime limit; and 

• Clients about to enter into limited 
recourse borrowing arrangements 
that depend on large non-
concessional contributions in the 
future to repay debt or make 
improvements to a property should 
pause and check whether the 
borrowing will still make sense.  
Even those not intending to make 

large non-concessional contributions 
should check that they can support 
the borrowing with potentially lower 
cash flow thanks to the reduction in 
concessional contributions. 

Clients intending to make contributions in 
the next few months (while we wait for 
legislation) are in an invidious position.  
See our blog 
(https://blog.heffron.com.au/what-will-
you-tell-clients-whod-planned-large-non-
concessional-contributions-this-year/) on 
this topic which highlights some of the 
situations where clients in a bind may 
actually decide (or be forced ) to continue 
with their current plans regardless. 

For pension clients (or potential pension 
clients): 

• Put a transition to retirement 
income stream (TRIS) firmly back 
on the table for every client who is 
eligible.  Currently this is only those 
who were over 55 at 30 June 2015 
(ie no new clients have become 
eligible for a TRIS this year – but 
see below for 2016/17) . There is 
no reason virtually every eligible 
client in the country could not : 
 
o start a TRIS; 
o receive their benefit payments 

taxed as a ‘tax free’ lump sum 
(subject to the usual $195,000 
limit); and 

o experience tax free investment 
earnings in their super fund 

for the remainder of 2015/16 and 
2016/17.  Hence the pensions put in 
place now may have a fairly short 
lifespan but clients who can take 
advantage of them might find 
considerable benefits in doing so 
even for just one year. 

• Similarly put non TRIS pensions 
back on the table for those who are 
over their preservation age and have 
already retired.  Should they start a 
pension “now” even if it only lasts for 
14 months? 

• Break the news to existing pension 
clients that sadly, the fact that their 
pensions are already in place will not 
protect them from the TRIS changes 
or the $1.6m pension transfer 
balance cap. 

• Maximise salary sacrifice 
contributions to make use of the 
second last year of the higher 
concessional contributions cap.  

• Be more vigilant with refunding 
excess concessional contributions as 
if these are not refunded, they will 
count towards the lifetime non- 
concessional contribution limit. 

• Think about contribution splitting 
over the longer term (but starting 
now) for younger couples who are 
otherwise likely to accumulate very 
uneven superannuation balances 
(since the $1.6m transfer balance 
limit will apply on a person by person 
basis).  Remember that 
concessional contributions for 
2014/15 can be split any time up until 
30 June 2016.  Concessional 
contributions for 2015/16 can be split 
as early as 1 July 2016. 

 

What about 2016/17? 

• Maximise salary sacrifice 
contributions to make use of the last 
year of the higher concessional 
contribution caps. 

• Clients likely to be affected by the 
$1.6m pension transfer cap will need 
to be ready to transfer the excess 
balance back to accumulation from 1 
July 2017.   During 2016/17, they 
should be thinking about issues such 
as: 

o Should I realise large capital 
gains during 2016/17 before my 
fund loses part of its tax 
exemption?  This is relevant for 
all clients with balances of more 
than $1.6m.  However, it is even 
relevant for TRIS clients with 

Issue #127 of Heffron 
SuperNews set out an 
overview of the changes 
announced in the May 2016 
Federal Budget, the issues 
that are still unknown and 
the long term planning 
implications.  But what 
about the “here and now”?  
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smaller balances who are likely 
to realise assets in (say) 
2017/18 while their pension is 
still a TRIS.  As these will no 
longer give rise to tax exempt 
investment income in the fund 
(until the member actually 
retires),  it may be preferable to 
realise gains  during 2016/17. 
 

o Which pension(s) will I switch off 
to fall below the $1.6m limit? 
 

o Do I need to find / set up another 
superannuation fund that I can 
use for the excess amounts so 
that I’m able to keep separating 
my tax free and taxable super as 
much as possible?   
 
Of course, we expect that funds 
will still be able to maintain 
multiple pensions – a second 
fund would only be necessary if 
the amounts being rolled back 
came from different pensions 
and should ideally still be kept 
separate.  One example might 
be a client with two $2m 
pensions (one taxable, one tax 
free).  They might choose to 
keep their tax free pension in 
place but roll back all of the 
taxable pension and $400k of 
the tax free pension to 
accumulation phase.  If these 
are retained in one fund, the 
$2.4m accumulation balance will 
be combined into a single 
account. 
 

o Alternatively, should I withdraw 
that excess amount and invest it 
in my own name?  This may be 
preferable for clients with very 
little non-super wealth as the 
earnings on the amount invested 
may be taxed at a rate lower 
than 15%.  Consider a client with 
a $2m balance - $400k 
withdrawn and invested at 5% 
would generate taxable income 

of $20k.  If this is the client’s only 
income, it will be tax free outside 
super but taxed at 15% ($3k) 
inside his SMSF. 
 

• The partial commutations of 
pensions over $1.6m should ideally 
occur on 30 June 2017 rather than 
1 July 2017.  This is because if it is 
delayed to 1 July 2017, the 2017/18 
minimum payment will be 
calculated based on the full 
balance, not the $1.6m balance.   
The legislation may well require this 
in any case. 
 
Where clients have pensions that 
are currently excluded from the 
income test for the Commonwealth 
Seniors Health Card, a partial 
commutation (which does not 
terminate & restart the pension) will 
also be preferable as it will allow the 
grandfathering to continue.   
 

• Those born between 1 July 1960 
and 30 June 1961 will reach their 
preservation age in 2016/17 and 
depending on the timing should 
consider starting a TRIS – albeit 
they MAY choose to wind it back 
from 1 July 2017. 
 

• Watch contribution reserving in 
June 2017 – the cap will only be 
$25k in 2017/18, so clients should 
only reserve $25k – not $30 / $35k. 
 

• If specific assets are to be 
segregated to support the $1.6m 
pension(s) from 1 July 2017, these 
will need to be “organised” to 
achieve this – for example 
mechanisms put in place to ensure 
that income from these assets is 
held for the pension account and 
expenses relating to the pension 
account are paid from those assets.  
Sometimes this requires some 
administrative work in advance 
such as setting up new bank 

accounts, directing rent / dividends 
etc to that account. 

 

Conclusion 

We expect that there will be considerable 
work to do in the coming months to 
position clients for the new regime.   

 

 

 

 

 

 

 

 

 

 

 

 

Disclaimer: 

Heffron Super News is an electronic newsflash 
which highlights important events in the 
superannuation arena. If you are not already on 
our mailing list and would like to subscribe, 
please contact us on 1300 172 247 or by e-mail 
heffron@heffron.com.au.  Alternatively, if you 
do not wish to receive future editions, please 
email heffron@heffron.com.au to be removed 
from the distribution list. While Heffron believes 
that the information contained herein is reliable, 
no warranty is given to the accuracy and clients 
who rely on it do so at their own risk. This 
publication is intended to provide background 
information only and does not purport to make 
any recommendation upon which you may 
reasonably rely without taking specific advice. 
In particular, it should not be considered 
financial product advice for the purposes of the 
Corporations Act 2001  

 

        

     

        

     

        

     

        

     

        

     

        

     

        

     

mailto:heffron@heffron.com.au
mailto:heffron@heffron.com.au

