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Introduction 

On 27 September 2016 the Government 
released a second round of legislation 
covering a number of 2016 Federal 
Budget issues: 

• The $1.6m pension transfer cap 

• Reduced concessional contribution 
limits and additional taxes for those 
earning more than $250,000; 

• Catch-up concessional contributions; 

• Removal of the tax exemption on 
fund income for transition to 
retirement pensions and the ability to 
classify payments from these 
pensions as lump sums; and 

• Removal of the anti-detriment tax 
deduction 

With the exception of the catch up 
concessional contributions, all are 
planned to commence from 1 July 2017. 

There are some surprises in the detail 
and we will provide a more 
comprehensive analysis of the changes 

                                                                        
1 Retirement phase is a new concept – in this 

context, it effectively means any pension other than 

a transition to retirement income stream. 

in future editions of SuperNews but key 
points for now are set out below. 

$1.6m pension transfer cap 

Key highlights: 

• The $1.6m pension transfer cap will 
operate broadly as announced 
already – there are always some 
interesting points to discuss further 
(and we will cover these in our first 
follow up SuperNews) but the core 
legislation is consistent with earlier 
announcements from Treasury;  

• No substantial special treatment for 
those who inherit a spouse’s super.  
While there is some assistance for 
those who inherit a reversionary 
pension it is only short term; 

• As expected, the cap will not apply to 
transition to retirement pensions; 

• There will be adjustments to 
accommodate those who roll 
pensions over to a new fund (to 
prevent double counting);  

• Some grandfathering on capital 
gains built up in pension phase 
before 1 July 2017 over a 10 year 
grandfathering period;  

• Prohibition (only applicable for 
SMSFs and Small APRA Funds) 
on using the “segregated” 
method for determining the tax 
exemption on fund income under 
some circumstances.  These will 
include funds where one or more 
members has a balance over more 
than $1.6m and is receiving a 
“retirement phase” pension1 (from 
this fund or another one).  This does 
not mean that funds cannot claim a 
tax exemption on their income 
(although remember that this 

opportunity is being removed for 
transition to retirement pensions) but 
it does mean that they will be 
required to use the “proportional” 
method; 

• The treatment of market linked 
pensions in place at 1 July 2017 will 
be similar to the treatment of defined 
benefit pensions (where the income 
received from the pension over and 
above a particular threshold is 
subject to extra taxes rather than the 
pension excess being rolled back to 
accumulation phase.  This 
recognises that market linked 
pensions cannot be rolled back to 
accumulation phase); 

• The treatment of defined benefit 
pensions will differentiate between 
those paid for a specific term v those 
paid for life (to reflect the fact that 
they have different values) but there 
will be no difference in the value 
placed on a $100,000 pension for 
someone aged (say) 60 compared to 
someone aged 90; and 

• Some short term exemptions from 
the additional notional earnings 
(which would be taxed) for people 
who are only just over the $1.6m 
pension limit at 1 July 2017 (a 
practical measure to reflect the fact 
that many might not know exactly 
what their pension balance is on 1 
July 2017 and could therefore be 
caught out). 

Concessional contributions 

Changes are: 

• As announced, the concessional cap 
will reduce to $25,000 and the 
threshold for additional contributions 
tax (generally called the “Division 

The Government has now 
released a second major 
tranche of proposed 
legislation to implement its 
2016 Federal Budget 
agenda.  The core Bill 
provides 90 pages of light 
reading and the 
accompanying Explanatory 
Memorandum runs for a 
riveting 130 pages.  This 
edition of Heffron 
SuperNews just provides a 
snapshot of the key issues 
and more detailed analysis 
will follow in the coming 
days. 
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293 tax”) will reduce from $300,000 
to $250,000 

• In an interesting move, though, the 
Government has also changed the 
indexation arrangements.  The 
$25,000 cap will be indexed in 
$2,500 increments rather than 
$5,000. 

• The change in indexation will 
presumably also affect the frequency 
with which the non-concessional cap 
is indexed since the two are linked. 

Catch up concessional 
contributions 

As expected this measure will start 1 
year later than originally announced – 1 
July 2018. 

Unused concessional contribution cap 
amounts can be carried forward for up to 
5 years providing the member meets the 
maximum super balance limit 
requirement. 

This requirement is that their total 
superannuation balance is less than 
$500,000 at 30 June of the year before 
the extra contributions are actually 
made.  This would suggest that an 
individual could have a higher balance 
during the earlier years when their 
contribution shortfalls were being “carried 
forward”. 

The “total superannuation balance” will 
reflect: 

• amounts currently in accumulation 
phase; 

• amounts that are in the process of 
being rolled over from one fund to 
another but are technically “in transit” 
on 30 June; 

• (more or less) the value of account-
based and market linked pensions.  
(It is actually slightly more complex 

but this is the net effect for most 
people.) 

Importantly there would appear to be no 
adjustment for previous withdrawals.  In 
earlier editions of Heffron SuperNews we 
have highlighted some new thinking that 
might emerge around recontribution 
strategies and we will explore this in 
more detail in a future edition. 

Transition to retirement 
pensions 

As announced, these pensions will lose 
the right to claim a tax exemption on the 
investment income earned on assets 
supporting them within the Fund.  

They will also be unable to elect for 
payments to be classified as lump sum. 

Anti-detriment tax deduction 

This special tax deduction was removed 
as expected. 

Conclusion 

There is so much more to say!  The 
above provides a brief summary of the 
legislation but as mentioned earlier we 
will expand this over the coming days to 
provide our insights into emerging 
strategies and opportunities as well as 
action required during 2016/17. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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



