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 ARTICLE – Financial Standard

Preparing for a pension
Superannuation expert, Martin Murden, who is also a director of Partners Superannuation Services, provides financial planners with a step by step guide to preparing their clients for the pension.

WITH the year-end rapidly approaching and many in the workforce poised to retire, now is the time to begin advising and assisting your clients with the myriad of things that must be done by December.

Don’t leave matters to the last minute as this could be extremely stressful and there is the danger your clients could miss out on some wonderful tax breaks.
· Review your client’s super fund pension options or if you are in a SMSF review their trust deed 
If your client is in a public offer fund, you should review their current provider to ensure the fund suits their pension requirements. Also be mindful of restrictions. 
For SMSF superannuants, trust deeds need to be reviewed to ensure they allow payment for all types of income streams under current legislation. 
Also ensure that in the event of your SMSF client passing away, the fund provides the spouse or partner with the option of either a lump sum benefit or a “reversionary” pension (a pension payable to a spouse/partner or tax dependant on the death of a pensioner) or a combination of the two. Benefits for non tax dependants, such as adult children, have to be paid as a lump sum. 

· Ensure all superannuation contributions are in the fund prior to your client starting a pension.
If your client is an employee, get the employer’s confirmation that the final payment has been made. If they’re self employed or running their own business, ensure they make the necessary payment.

· If your client makes a last-minute personal contribution and wants a tax deduction, they will need to complete a ‘deduction for personal super contributions’ form (available for download form ATO website at http://www.ato.gov.au/content/downloads/spr86434n71121.pdf)

Superannuation changes, which took effect from July 2007, mean potential retirees are now required to complete this form. 
Anyone not completing this form, if eligible, could miss out on a substantial tax deduction. For example, if a client puts $50,000 in their fund and is in the 40% tax bracket, this could cost them $20,000 in tax. Once the pension starts they cannot reverse what has been done.
· If your client is a member of more than one fund, consider amalgamating super fund accounts 
This should occur after the final contributions have gone into the fund. The personal contribution declaration, if applicable, would need to be made prior to closing an account. You will then need to ask the fund administrator or SMSF trustee to transfer entitlements from the one fund into the other.
It is vital that this newly amalgamated fund also be alerted of last minute personal contributions. 
· Request pension documentation forms from your client’s fund provider or establish pension documentation for your SMSF client 
Clients in public offer funds will need to contact their providers and initiate the pension process. Generally providers will send out the relevant forms. 
Clients in SMSFs will need to check that pension documentation includes an application to the trustees requesting a pension, trustee minutes, pension conditions and member information. These are important documents as they will assist in determining what happens when a member dies and the percentage of the benefit that will be taxed when it goes to non tax dependants.
· Determine how much your client needs from their pension and prepare a budget
To prepare a budget, you need to factor in your client’s daily living expenses and what plans they have for retirement (travel, new hobbies and interests as well as purchases to support these hobbies such as a new car and caravan.)
· Ensure the minimum or targeted pension is drawn by 30 June or the end of the relevant financial year and review payment procedures
Those in pension income streams with minimum or targeted pension amounts should ensure that these amounts are drawn by the end of the financial year. Your client can either make periodic, ad hoc or annual withdrawals to satisfy this requirement.

· Review what investments will be required to provide the pension 
Remember that instead of making contributions, your client is now withdrawing money. This may require changes to investment arrangements within the fund and may mean altering the fund’s portfolio to include more in the way of cash. This could mean altering reinvestment procedures such as taking dividends and distributions in cash rather than having them reinvested.
Putting a portion of the fund into cash or fixed interest type investments can mean not having to redeem or sell shares in the event of a market downturn in order to pay the pension. 

· If you have a TRIS and an accumulation account, consider recasting 

For clients who have a transition to retirement income stream (TRIS) and continued to make contributions to their super fund, either merge these two accounts or commence a second pension.  

The decision to merge will be very much dependent on the percentage of tax exempt money in each of the two accounts. This is particularly beneficial to those whose initial pension does not have a tax-exempt component. However, for those whose initial pension does have a tax-exempt component, it could reduce the amount that is tax-exempt on death, leaving beneficiaries with an increased tax bill.  

More about Partners Superannuation Services …………
It is part of the Partners Group which is a ‘one-stop’ financial services company providing the full raft of services required by accountants - retirement planning and investment advice, self managed super fund advice and administration, legal advice, personal and business insurance and mortgage and lending services
For more media information contact:

Martin Murden on 03 8508 7800 or 0416186 589

Wendy Parker on 0422 694 503.

