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As part of the government’s response to the
financial impacts of COVID-19, a temporary
reduction to the minimum pension drawdown
requirements were Iimplemented. During the
previous four financial years, minimum drawdown
rates were halved. This is the first financial year
since 2018/19 that minimum pension payments
return to their normal calculations.

Superannuation pensions can provide a flexible
and tax-effective way of receiving regular income.
In order to maintain the tax-exempt status of a
pension account, the member is required to
withdraw a minimum pension amount each
financial year (i.e. prior to the end of June).

The withdrawal amount is calculated as a
percentage of the pension balance as of the 1st of
July each financial year (or for practical purposes
the previous balance at 30 June as indicated on the
audited member statements). If you utilise an
industry or retail super fund, the provider will
generally automatically make sure that the
minimum requirements are met across the year.
The minimum pension drawdown rate increases as
you get older (as shown below).

Minimum Pension Drawdown

Rates

The 50% temporary reduction no longer applies
and there may be a requirement for additional
liquidity. The minimum pension drawdown rates
are indicated in the following table. This is based
on two factors — age and the member balance at
the start of the financial year.

Age at 1 July 2023 Minimum Drawdown
(or commencement Rate

date)’ (% of account
balance)

4%

5%
6%
7%
9%
11%
14%

"Where a pension account commences after 1July, the
minimum payment amount for the first year is calculated
proportionately to the number of days remaining in the financial
year.

The minimum pension drawdown requirements are
applicable to:

e Account based pensions (i.e. the most
common type of pension),

e Transition to retirement income streams
(i.e. subject to a maximum pension limit of
10%),

o Market linked pensions, and

e Allocated pensions.

Importantly, if a pension is commenced on or after
1 June, you don’t need to take the minimum
payment for the first financial year.

Individuals that have already met the required
minimum for 2023/24 can decide to hold off on
drawing any further pension payments for the
remainder of the current financial year. This may
be applicable to those who do not require further
income or those with the ability to access assets
external to super (e.g. personal cash savings).
Conversely, you can decide to draw amounts larger
than the minimum pension payment from an
account based pension.

Concluding Points

Failing to meet the minimum pension requirements
can have a substantial impact for Self-Managed
Super Funds that are claiming a tax exemption on
income from assets that support a pension.

Electing to only withdraw the minimum amount can
be a good way to preserve assets within the tax-
effective environment of super.

Extra pension payments and Ilump sum
withdrawals can have different impacts to a
person’s financial situation. Hence, if you have any
questions in relation to the above or wish to review
payments over the coming weeks, please do not
hesitate to contact your adviser.
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Copyright and Distribution

The material contained in this communication (and
all attachments) is prepared for the exclusive use
of clients of Euroz Hartleys Limited (ACN 104 195
057) (“Euroz Hartleys”) only. Euroz Hartleys is the
holder of an Australian Financial Services Licence
(AFSL 230052) issued by the Australian Securities
and Investments Commission (“ASIC”) and is a
participant of the Australian Securities Exchange
Group (“ASX Group”).

Disclosures & Disclaimers

Euroz Hartleys and its associates declare that they
deal in securities as part of their securities business
and consequently may have a relevant interest in
the securities recommended herein (if any). This
may include providing equity capital market
services to their issuing company, hold a position
in the securities, acting as principal or agent, or
make a market therein and as such may effect
transactions not consistent with the
recommendation (if any) in this report.

Euroz Hartleys declares that it may have acted as
an underwriter, arranger, co-arranger or advisor in
equity capital raisings, and will have received a fee
for its services, for any company mentioned within
this report during the last 12 months.

Euroz Hartleys Limited advises that any advice,
statement of opinion, or recommendation
contained in this document is provided by way of
unsolicited general information only and has been
prepared without taking account of your investment
objectives, financial situation or particular needs.
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The information contained herein is confidential
and may be legally privileged. If you are not the
intended recipient no confidentiality is lost nor
privilege waived by your receipt of it. Please delete
and destroy all copies, and contact Euroz Hartleys
on (+618) 9268 2888. You should not use, copy,
disclose or distribute this information without the
express written authority of Euroz Hartleys.

You should not act on any recommendation issued
by Euroz Hartleys without first consulting your
investment advisor in order to ascertain whether
the recommendation (if any) is appropriate, having
regard to your investment objectives, financial
situation and particular needs. Nothing in this
report shall be construed as a solicitation to buy or
sell a security, or to engage in or refrain from
engaging in any transaction.

Euroz Hartleys believes that the information and
advice contained herein is correct at the time of
compilation, however we make no representation
or warranty that it is accurate, complete, reliable or
up to date, nor do we accept any obligation to
correct or update the opinions in it.

The opinions expressed are subject to change
without notice. No member of Euroz Hartleys
accepts any liability whatsoever for any direct,
indirect, consequential or other loss arising from
any use of this material. We cannot guarantee that
the integrity of this communication has been
maintained, is free from errors, virus interception or
interference.
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