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Dear Sir

Summary of Submission

Under the existing Superannuation Industry (Supervision) Act Regulations, once an allocated pension commences to be paid it is not permissible to temporarily cease payments of the pension if the pensioner recommences gainful employment. 

It is submitted that an amendment is required to permit the temporary cessation of pension payments in such circumstances.  

Detailed Submission

The principal features of an allocated pension are:

· the payments are not defined and, subject to restrictions, the pensioner can choose the amount of the payment each year;

· payments must be made at least annually, and are subject to the maximum and minimum limits specified in Schedule 1A of the Superannuation Industry (Supervision) Act Regulations, except in the case of a commutation;

· the pension is subject to transfer restrictions; and

· the capital value of the pension, or income from it, cannot be used as security for a borrowing.

These rules are contained in Regulation 1.06, Sub-regulations (4) and (5).

It is not uncommon for a person to retire and commence to receive a pension but subsequently resume employment.  It is difficult to determine what mischief would be caused if, during such a period of gainful employment, the regulations allowed the payment of the pension to cease.  It would be a desirable policy for this to occur in cases where the amount of retirement benefit accumulated by the pensioner was inadequate.  

It may be that there would be a loss of tax revenue to the Government if members of superannuation funds were allowed to suspend pension payments and have the income of the fund accruing tax-free.  Although the income of a superannuation fund during the accumulation phase is taxed at 15%, no tax is payable by the trustees of a complying superannuation fund after a pension commences to be paid.  If this were perceived to represent a potential major loss to the revenue, appropriate provisions could be made for the taxation of the superannuation fund income for such income to be taxed at the rate of 15%, which would be the rate applicable if the fund had remained in the accumulation phase.

Alternatively, it may be worthwhile considering allowing the income derived by the superannuation fund attributable to the assets of the pensioner to remain to be exempt from tax in order to provide a further incentive for the pensioner to remain in employment.  This would effectively encourage people to remain in the work force for longer periods.  Any loss to the revenue could be minimised by specifying that such treatment would only apply where the pensioner had attained a specified age.  If the pensioner had not reached that age and commenced gainful employment, the tax legislation could be amended to tax the trustee on the income derived by the assets to which the pension is attributable during the period that payment of the pension is suspended.

I trust that the above of assistance.

Yours faithfully
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