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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with money trapped in outdated pensions and annuities should be afforded the ability to cease 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: 

• The original two-year timeframe to restructure pensions and annuities has been extended 

to five years 

• 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 announcement1 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, 

 

  

  

    

  
Tony Negline  
Superannuation & Financial Services 
Leader  
Chartered Accountants Australia and 
New Zealand  

  Ram Subramanian,  
Interim Head of Policy and Advocacy  
Learning and Innovation  
CPA Australia  

 

 

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