
SUPER
STRATEGIES
CONVERT YOUR SUPER INTO A 

When you retire, it can be tempting to take your 
super as a cash lump sum. However, using your 
super to start an account based pension (1) could be 
a more tax-effective option. This is because: 

+ no tax will be payable on earnings in the fund (2)

+ you can receive $49,753 (3) pa in tax-free income 
between your ‘preservation age’ (4) and 59, and

HOW DOES THE STRATEGY WORK?

A financial adviser can help you assess all the issues 
that need to be considered and determine whether a 
TTR pension suits your needs and circumstances.

SEEK ADVICE 

TAX-EFFECTIVE RETIREMENT

+ when you reach age 60, the pension income 
payments will be completely tax-free(5) and 
you don’t have to include these amounts in 
your annual tax return.

Starting an account based pension with your super when you retire 
could enable you to receive a tax-effective income and make your 
savings last longer.

¹ From 1 July 2017, a cap will be imposed on all individuals to limit the total amount that can be transferred to retirement phase in a person’s lifetime. This cap is $1.6 million in 
2017/18 (subject to indexation). ² Assumes you are in retirement phase. ³ Takes into account low income tax offset and 15% pension tax offset and assumes no other income is 

received. ⁴ Preservation age is 55 for those born before 1 July 1960 and gradually increases to 60 depending on date of birth. ⁵ Assumes the pension is commenced from a 
taxed super fund. ⁶ Takes into account low income tax offset. ⁷ Age where you become eligible for age pension. ⁸ Takes into account low income tax offset and Seniors and 

Pensioners tax offset.

Maximum taxable income that can be received tax-free (pa)

Age $20,542 (6) $49,753 (3)

Preservation age (4) to 59 $20,542 (6) $26,038

60 to Age pension age (7) $80,000 Unlimited tax-free (5) income 
payments. Also, you don’t have to 
include the income payments in 
your annual tax return 

Age pension age (7) and over $32,2798 (for singles) and $28,9748 (per 
member of a couple)

($13,185)

INCOME 



Warren, aged 60, has $500,000 in super and 
$150,000 in a bank account. He is about to retire 
and needs an after-tax income of $50,000 pa to 
meet his living expenses. He was considering taking 
his super as a lump sum and investing outside 
super in a managed fund. However, his financial 
adviser explains that if he uses his super to start an 
account based pension, he’ll pay less tax⁹ on his 
income during his retirement. This is because the 
income payments from the account based pension 
will be tax-free.

As a result, Warren’s adviser estimates he’ll use up 
less of his capital and will have more money left 
over at the end of 5, 10 and 15 years (in today’s 
dollars). Assumptions: Income from investments 
shall be used to supplement lifestyle cash flow. Any 
deficit shall be drawn from the bank account. 
Warren’s super balance of $500,000 consists 
entirely of the taxable component. Both the account 
based pension and managed fund generate a pre-
tax return of 7.74% (split income of 3.68%, growth 
of 4.06% and franking of 28.55%). The bank account 
provides an income of 3% pa. Warren’s after-tax 
income goal ($50,000 in year one) is indexed at 3% 
pa. Any income received above Warren’s 
requirement is invested in the bank account. Where 
applicable, age pension benefits are taken into 
account. Warren is a home owner and, apart from 
his bank account, he has no other financial assets 
that would impact the assets test.

Important information and disclaimer 
This publication has been prepared by GWM Adviser Services Limited (ABN 96 002 071 749, AFSL 230692) (‘GWMAS’), a member of the National Australia Bank group of 
companies (‘NAB Group’), 105–153 Miller Street, North Sydney 2060. Any advice in this publication is of a general nature only and has not been tailored to your personal 

circumstances. Accordingly, reliance should not be placed on the information contained in this document as the basis for making any financial investment, insurance or other 
decision. Please seek personal advice prior to acting on this information. Information in this publication is accurate as at 1 December 2016. While it is believed the information is 

accurate and reliable, the accuracy of that information is not guaranteed in any way. Opinions constitute our judgement at the time of issue and are subject to change. Neither 
GWMAS nor any member of the NAB Group, nor their employees or directors give any warranty of accuracy, accept any responsibility for errors or omissions in this document. 

The case study in this publication is for illustration purposes only. Any general tax information provided in this publication is intended as a guide only and is based on our general 
understanding of taxation laws. It is not intended to be a substitute for specialised taxation advice or an assessment of your liabilities, obligations or claim entitlements that arise, 

or could arise, under taxation law, and we recommend you consult with a registered tax agent. 
Any advice in this publication is of a general nature only and has not been tailored to your personal circumstances. Please seek personal advice prior to acting on this information.

After year: Value of investments Value added by starting 
account based pension

Take lump sum based 
pension and invest outside 
super10

Start account based 
pension

5 $536,067 $540,749 $4,682

10 Nil $388,193 $9,847

15 $217,667 $255,276 $37,609

CASE STUDY

⁹ This will vary depending upon individual amount of investments and circumstances. ¹⁰ These figures reflect any tax that would be payable on unrealised 
capital gains if the managed fund was cashed out at the end of each of these periods.


