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Effect on an individual’s transfer balance cap

The transfer balance cap was introduced on 1 July 2017 to limit the amount of
superannuation that an individual can transfer into retirement phase income streams,
including annuities. An individual will have their own transfer balance cap when they
commence a retirement phase income stream.

An individual’s transfer balance account is measured against their transfer balance

cap to determine if they have exceeded the cap. Like account-based pensions, An individual’s
superannuation lifetime annuities commenced since 1 July 2017 have their transfer balance
commencement value credited towards the individual’s transfer balance account and account is measured
any withdrawal/commutation amount debited from their account. against their transfer

balance cap to
determine if they
have exceeded
the cap.

Non-superannuation (ordinary money) lifetime annuities do not count towards an
individual’s transfer balance account.

Effect on an individual’s total super balance

The total super balance rules were also introduced on 1 July 2017, along with the
transfer balance cap.

An individual’s total super balance can affect their eligibility to make non-concessional
contributions (including under the bring-forward), ability to utilise carry forward unused
concessional contribution cap space and access the Government co-contribution.

Broadly, an individual’s total super balance is the sum of:

¢ the value/account balance of their accumulation phase superannuation interests;

¢ the value/account balance of their retirement phase account-based income streams;
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e where the individual has a transfer balance account, the value of their transfer
balance account, excluding:

— debits and credits associated with their account-based income streams;
— debits associated with structured settlements;
¢ the value of any rollovers in transit between super funds; and

e in certain circumstances, the outstanding balance of any limited recourse borrowing
arrangement they have in an SMSF.

The above is then reduced by any structured settlement contributions.

As lifetime annuities are not account-based income streams, their inclusion in an
individual’s total super balance would be from their inclusion in the individual’s
transfer balance account. That is, the lifetime annuity’s commencement value (less any
commutations) would be included in the individual’s total super balance.
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