Friday, 11 October 2024

Retirement Advice Investment Division
The Treasury

Langton Crescent

PARKES ACT 2600

Lodged via email to superannuation@treasury.qov.au

Dear Sir/Madam,
Legacy retirement product conversions and reserves — draft regulations (“Draft Regulations”)

As the representatives of over 300,000 professional accountants, Chartered Accountants
Australia and New Zealand (CA ANZ) and CPA Australia thank you for the opportunity to
comment on the above consultation, which seeks community and industry views on the Draft
Regulations that would permit the conversion of legacy retirement income products. We make
this submission on behalf of our members and in the public interest.

We note this policy was first announced on 11 May 2021 by the previous government.

CA ANZ, CPA Australia and other professional associations have long argued that individuals
with money trapped in outdated pensions and annuities should be afforded the ability to cease
these financial products without penalty or administrative complexity. We are pleased that the
current government has decided to proceed with this policy, with some slight adjustments
compared to the original May 2021 announcement, including:

e The original two-year timeframe to restructure pensions and annuities has been extended
to five years

e Allocations from reserves (regardless of why that reserve has been established) will be
counted towards a person’s non-concessional contribution cap

In our view these adjustments are useful and represent an improvement on the original policy
design.

In the time available to us we believe the Draft Regulations reflect the original policy
announcement adjusted for the two changes noted above.

It is our understanding that proposed subsection 292-90.02(6) of the Income Tax Assessment
(1997 Act) Regulations 2021 permits reserves to be paid to a person who was not a dependant
of the primary beneficiary when that person died. If our understanding is correct then we
believe the exposure draft explanatory statement would benefit from making this clear.
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We note that many legacy income streams also have concessions under the Social Security
system. The 2021 announcement! said:

The existing social security treatment that applies to the legacy product will not transition
over for those who elect to take advantage of the conversion. Exiting a product will not
cause re-assessment of the social security treatment of the product for the period before
conversion.

We acknowledge that the Treasury is not the responsible department for the administration of
the social security treatment, however an announcement confirming this fundamental aspect
needs to be made. If treatment upon ceasing legacy pensions does not at the very least
preserve the social security treatment pre-transition then the success of the policy changes
proposed in the Draft Regulations will be significantly less than it otherwise could be.

Finally, we believe there may be occasions when the commutations of legacy pensions can
lead to a negative debit for Transfer Balance Accounts (TBA) which might mean that a person’s
TBA credit balance increases. This would typically arise for reversionary pensions. We ask
that such anomalies be addressed before Draft Regulations are finalised.

For further information in relation to our submission, please contact Tony Negline,
Superannuation and Financial Services Leader at CA ANZ at
Tony.Negline@charteredaccountantsanz.com or Richard Webb, Superannuation Lead at
CPA Australia at richard.webb@cpaaustralia.com.au.

Yours sincerely,

A CPA

CHARTERED ACCOUNTANTS' AUSTRALIA

Tony Negline Ram Subramanian,
Superannuation & Financial Services Interim Head of Policy and Advocacy
Leader Learning and Innovation

Chartered Accountants Australia and CPA Australia

New Zealand

1 https://archive.budget.gov.au/2021-22/factsheets/download/factsheet_super.pdf

Chartered Accountants CPA Australia
Australia and New Zealand L20, 28 Freshwater Place, Southbank
CHARTERED ) o
ACCOUNTANTS 33 Erskine Street, Sydney, NSW 2000 Victoria 3006
’ AUSTRALIA + NEW ZEALAND P: +61 1 9290 1344 AUSTRALIA P: #1300 737373
‘W W: charteredaccountantsanz.com W: cpaaustralia.com.au

ABN: 50 084 642 571 ABN 64 008 392 452


https://d.docs.live.net/7ad3b7df917eeceb/Desktop/Options%20to%20share%20with%20M/cpaaustralia.com.au
https://d.docs.live.net/7ad3b7df917eeceb/Desktop/Options%20to%20share%20with%20M/charteredaccountantsanz.com
mailto:Tony.Negline@charteredaccountantsanz.com
mailto:richard.webb@cpaaustralia.com.au
https://auc-word-edit.officeapps.live.com/we/wordeditorframe.aspx?ui=en-US&rs=en-AU&wopisrc=https%3A%2F%2Fcharteredacctsanz.sharepoint.com%2Fteams%2FCAANZSuperannuationFiles%2F_vti_bin%2Fwopi.ashx%2Ffiles%2Ff754e91a1d8148609fb6f9056db8ce3f&wdenableroaming=1&mscc=0&hid=F5AE58A1-8077-3000-DDB7-52B804D0CD2C.0&uih=sharepointcom&wdlcid=en-US&jsapi=1&jsapiver=v2&corrid=12a1dfe2-deac-73ff-5a33-fb7b2df08a4f&usid=12a1dfe2-deac-73ff-5a33-fb7b2df08a4f&newsession=1&sftc=1&uihit=docaspx&muv=1&cac=1&sams=1&mtf=1&sfp=1&sdp=1&hch=1&hwfh=1&dchat=1&sc=%7B%22pmo%22%3A%22https%3A%2F%2Fcharteredacctsanz.sharepoint.com%22%2C%22pmshare%22%3Atrue%7D&ctp=LeastProtected&rct=Normal&wdorigin=Sharing.ClientRedirect&instantedit=1&wopicomplete=1&wdredirectionreason=Unified_SingleFlush#_ftnref1
https://auc-word-edit.officeapps.live.com/we/wordeditorframe.aspx?ui=en-US&rs=en-AU&wopisrc=https%3A%2F%2Fcharteredacctsanz.sharepoint.com%2Fteams%2FCAANZSuperannuationFiles%2F_vti_bin%2Fwopi.ashx%2Ffiles%2Ff754e91a1d8148609fb6f9056db8ce3f&wdenableroaming=1&mscc=0&hid=F5AE58A1-8077-3000-DDB7-52B804D0CD2C.0&uih=sharepointcom&wdlcid=en-US&jsapi=1&jsapiver=v2&corrid=12a1dfe2-deac-73ff-5a33-fb7b2df08a4f&usid=12a1dfe2-deac-73ff-5a33-fb7b2df08a4f&newsession=1&sftc=1&uihit=docaspx&muv=1&cac=1&sams=1&mtf=1&sfp=1&sdp=1&hch=1&hwfh=1&dchat=1&sc=%7B%22pmo%22%3A%22https%3A%2F%2Fcharteredacctsanz.sharepoint.com%22%2C%22pmshare%22%3Atrue%7D&ctp=LeastProtected&rct=Normal&wdorigin=Sharing.ClientRedirect&instantedit=1&wopicomplete=1&wdredirectionreason=Unified_SingleFlush#_ftnref1
https://archive.budget.gov.au/2021-22/factsheets/download/factsheet_super.pdf
https://archive.budget.gov.au/2021-22/factsheets/download/factsheet_super.pdf

