COVID-19 Superannuation Reference Guide

Support for retirees affected

Reducing minimum drawdown rates for retirees with
account-based pensions
On 22 March 2020, the government announced a second package of measures to help the
economy withstand and recover from the economic impact of the Coronavirus. Included
in this package was an important measure to help retirees manage the impact of volatility in
financial markets on their retirement savings.
To help you understand this measure and how it will be applied, the SuperConcepts
technical team has prepared the following list of Questions and Answers. We will update this
information regularly as more information and guidance is released.
Q/1. What announcement has been made by the Government in relation to superannuation minimum
drawdown rates?
The Government is temporarily reducing superannuation minimum drawdown requirements for
account-based pensions and similar products by 50 per cent for the 2019/20 and 2020/21 financial
years.
Q/2. How will reducing the drawdown requirements help retirees manage the impact of volatility in
financial markets?
This measure is designed to assist pension account balances to recover from capital losses associated
with the economic shock of the Coronavirus health crisis by allowing retirees to reduce their
drawdowns and avoid the forced sale of assets in loss positions to fund income stream payments.
Q/3. What drawdown rates will apply for the 2019/20 and 2020/21 financial years?
The following drawdown rates will apply:

Age

Default minimum drawdown rates
(%)

Reduced rates by 50 per cent for
the 2019/20 and 2020/21 income
years (%)

Under 65

4

2

65-74

5

2.5

75-79

6

3

80-84

7

3.5

85-89

9

4.5

90-94

11

5.5

95 or more

14

7
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Q/4. If I have already received my minimum pension requirement for 2019/20, can I switch off my
pension payments for the remainder of 2019/20?
Yes, you will not be required to receive any further pension payments for 2019/20 if the pension
payments you have already received in 2019/20 are equal to or exceed the reduced rates in the table
above. If SuperConcepts sets and adjusts your periodic payments, please contact your Client Service
Manager if you wish to reduce or switch-off your pension payment amounts for the remainder of
2019/20. Where SuperConcepts does not have the authority to set and adjust your periodic payments,
you may need to contact your adviser or financial institution to arrange any changes to your pension
payment amounts.
Q/5. Is it compulsory that I reduce my pension payments in line with the reduced minimum
drawdown rates?
No, you are not required to reduce your pension payments. You can continue to receive pension
payments which exceed the minimum requirements.
Q/6. What if my trust deed says I can only receive the minimum pension payment amount?
This is unusual and is not a requirement of any standard trust deed previously facilitated by
SuperConcepts. However, we are aware that some trust deeds may contain such a clause. If your fund’s
trust deed does contain such a clause, you will be required to reduce your pension payments in line
with the reduced minimum requirements in the table above.
Q/7. What if I have already received more than the minimum amount. Do you need to pay amounts
back to my fund?
No, pension payments are not permitted to be refunded back to your pension account. In some
circumstances you may be permitted to use the extra amounts received as contributions to your fund.
In fact, if you are over 65 and don’t satisfy the work test requirements, the legislation will, most likely,
prohibit you from being able to contribute any excess pension payment amounts back to your fund. As
has always been the case, if you are under 65, or over 65 and satisfy the work test requirements, you
can choose to contribute any excess amounts back to your fund which, subject to total superannuation
balance and transfer balance cap restrictions, can then either be used to commence a new pension or
added to your existing pension by commuting your existing pension and adding the excess amount to
the commuted balance of your pension. Alternatively, you could choose to retain the excess amount in
an accumulation account in your fund, but the investment earnings derived by the fund on this amount
would be subject to a maximum of 15 per cent tax.
If you are considering refunding excess pension payment amounts back to your fund, and/or
considering commuting your existing pension, it would be prudent to seek advice from a licensed
professional who can explain the tax, transfer balance cap and other implications of doing so.
Q/8. If I have previously elected to receive only the minimum required amount each year,
will my payments for the remainder of 2019/20 and for 2020/21 automatically be reduced
by SuperConcepts?
If you have already met the reduced minimum pension payment amount for 2019/20, you may cease
pension payments, or revise your pension payments, for the remainder of 2019/20. If SuperConcepts
sets and adjusts your periodic payments, please contact your Client Service Manager if you wish to
cease or reduce your pension payments for the remainder of 2019/20. With respect to the 2020/21
financial year, SuperConcepts will automatically calculate and where we have authority, set the periodic
payment of your minimum pension payment amount in line with the reduced drawdown rates.
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Where SuperConcepts does not have the authority to set and adjust your periodic payments, you may
need to contact your adviser or financial institution to arrange any changes to your pension payment
amounts.
Q/9. Do the reduced drawdown rates also apply to Transition to Retirement Income Streams and
Market Linked Income Streams?
This measure applies to account-based pensions and “similar products”. The 50 per cent reduction in
the minimum pension payment requirement will also apply to Transition to Retirement Income Streams
(TRISs) and Market Linked Income Streams (otherwise known as term allocated pensions). However,
for both of these pension types the maximum level is unchanged. This means that TRISs will still be
able to draw 10 percent of the account balance and for Market Linked Incomes Streams the range on
drawdown rates will be between 45 percent and 110 percent of the calculated standard annual pension
level.
However, SMSF members with old legacy defined benefit pensions (for example Complying Lifetime
and Life Expectancy pensions) will still be required to draw the required amount of pension, per their
pension’s terms and conditions. Such pensions are not considered account-based pensions and were
not part of the minimum pension reduction measures that were implemented during the GFC.
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Find out more
With over 30 years’ experience and a
team of leading experts, we’ve helped
setup and manage thousands of SMSFs.
For help in building and supporting an
SMSF client base, feel free to contact us.

Call us

1300 038 389
Email us

sales@superconcepts.com.au
Find out more about us

superconcepts.com.au

Disclaimer
This document is for general information only. Every effort has been made to ensure that it is accurate, however, it
is not intended to be a complete description of the matters described. The document has been prepared without
taking into account any personal objectives, financial situation or needs. It does not contain and is not to be taken
as containing any securities advice, securities of financial product recommendation.
Furthermore, it is not intended that it be relied on by recipients for the purpose of making investment of financial
product decisions and is not a replacement of the requirement for individual research or professional tax advice.
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