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"To Move or Not to Move it"…Move it! Move it! (wait a minute… check the small print first!)
If you transfer your pension into an Australian qualifying fund. (QROPS)
· The earnings are taxed in the fund at concessional rates. 

· At retirement you may receive an untaxed lump sum or the balance as a tax free pension. 

· Death payouts go directly to nominated beneficiaries. 

· You are not subjected to currency conversion changes. 

HOWEVER...
If you are an Australian tax resident and leave the funds in the UK, then:
· You may be subject to Australian tax on the annual growth of the fund. 

· At retirement you can take a restricted lump sum payment, but it will be subject to Australian tax, and the balance converted to an annuity, also subject to Australian tax. 

· At death you may lose the balance to the UK government. 

The UK Pensions System
Pension funds are better known as superannuation funds in Australia. Both types of funds provide retirement benefits.
The following are the main type of pension schemes:
· Personal Pension Schemes 

· Occupational Pension Schemes including Additional Voluntary Contributions (AVCS) 

· State Pensions 

· Purchased Life Annuities 

Personal Pension Schemes (post 01/07/1998)
The personal pension scheme provisions apply to contracts starting on or after 1 July 1988 and to stakeholder pensions. Before that 01/07/1998 individuals could pay retirement annuity premiums, more commonly known as a retirement annuity.
A personal pension scheme can be set up by:
· A self employed individual 

· An employee who does not participate in an occupational or company pension scheme 

· A non-income earner aged under 75 who is resident and ordinarily resident in the UK. 

Tax relief will be given for contributions paid in the year. There is a maximum amount that can be paid each year.
Retirement Annuity Premiums (only applicable to individuals who joined prior to 1 July 1988)
Retirement annuity premiums are paid gross, and tax relief is given by deducting the amount of the premium paid from your net relevant earnings. There is a maximum amount that can be paid each year.

Occupational Pension Schemes

Individuals who wish to contribute to pensions other than under the State Pension Scheme, have two main options:
· Occupational schemes for employees who have an employer who offer such a scheme, and 

· Personal pension schemes, to which employers may or may not contribute. 

Provided that a scheme is approved by the Pension Schemes Office of the Inland Revenue, contributions paid to the scheme by the employer are allowed as a trading expense of the employer and the contributions are not assessable on the employee.
The amount of contribution payable by an employee is capped at to 15% of earnings, and the earnings are also subject to a cap of £105,600 (2005/2006).
The premiums paid by the employee are deducted from earnings before PAYE is operated, so tax relief is given automatically.
Occupational pension scheme members are able to top up their pension entitlement by payment of Additional Voluntary Contributions (AVCs). These contributions are subject to the same ceiling caps.
Occupational scheme members are also able to pay free standing AVCs to a scheme of their own choice, however you are still required to remain within the usual limits for contributions.
State Pensions
The current retirement age in the UK, 60 for women and 65 for men.
With effect from 26 July 2007 the state pension age has increased from age 65-68 between 2024 and 2046.
State retirement pensions are taxable under the Provisions of the Income Tax (Earnings and Pensions) Act 2003. The amount chargeable is the pension accruing in the tax year. Tax on state pension is collected either through the PAYE scheme or by self assessment.
Taxable state pensions are derived from the payment of National Insurance Contributions. Entitlement is built up either through the second state pension scheme which is earnings related for employees, or at a flat rate which is not earnings related for the self employed.
Employees and employers can arrange to be contracted out to the state pension, which basically means that a rebated amount of your National Insurance Contributions would be paid into your own personal pension scheme. This entitles both employees and employers to pay lower national insurance contributions if operated in either a salary-related or money purchase scheme.
Claiming Your Pension At A Later Date
You do not have to retire when you reach your normal Retirement age of 65.
Options:
You can decide to put off receiving your pension until later and choose to get:
· Extra State Pension each week, or 
· A one-off taxable lump sum payment. 

You need to consider which option is best for you and helps to give you the income you want before and after you retire.
Extra State Pension – This works out at 1% for every 5 weeks you put off claiming. If you choose to do this, you will not be paid State Pension for the weeks you put off claiming it, as you will get extra State Pension instead.
A lump sum payment – you could get a one off taxable lump sum payment based on the amount of normal weekly State Pension you would have received plus interest. You also get your State Pension from when you claim it paid at the normal rate. You must put off claiming your State Pension for a continuous period of at least 12 months to be able to choose a lump sum payment.
Example (for someone putting off claiming for 5 years)
Extra State Pension: £87.30 x 260 weeks = £22,700 plus interest/11 years = £44 per week 
Or
Lump sum: £87.30 x 260 weeks = £22,700 plus interest
Putting off claiming your State Pension may not be right for everyone. If you are interested in doing this, it is important to get advice from your financial adviser.
Home Responsibility Protection
Working and caring will be recognised equally in the reformed state pension scheme, with more women and carers being eligible for a full Basic State Pension and the State Second Pension.
People reaching State Pension age on or after 6 April 2010, will be able to build up entitlement to Basic State Pension and State Second Pension through new weekly national insurance credit.
Those eligible for these credits are:
· People caring for children up to the age of 12. 

· People caring for at least 20 hours per week for severely disabled people. 

· Approved foster carers. 

You may be entitled to convert these periods (full tax years would qualify i.e. 6 April to following 5 April) into qualifying years.
Again, the new rules for pensions for those retiring after 6 April 2010, will help as HMRC will be carrying out an exercise in the autumn of 2009 to ensure that they count towards the basic State Pension.
Making Additional Contributions 
If you want to increase your qualifying years, you will be able to pay voluntary contributions to increase the amount of basic State Pension you can receive.
These contributions may be either at Class 2 or Class 3 rates of NIC.
HMRC only refer to Class 3 rates in their forecast and not the Class 2 rates. Class 2 NIC rates (since 6 April 2000) have been significantly less than the Class 3 NIC rates but you have to demonstrate that you are working or have worked in Australia during the top up years.
Summary Rates
	 

	 
	Class 2
	Class 3

	5 April 2001
	2.00
	6.55

	5 April 2002
	2.00
	6.75

	5 April 2003
	2.00
	6.85

	5 April 2004
	2.00
	6.95

	5 April 2005
	2.05
	7.15

	5 April 2006
	2.10
	7.35

	5 April 2007
	2.10
	7.55


State Pension Forecast
To enable you to review your current State Pension Entitlement we can apply to HM Revenue & Customs for a State Pension Forecast Application and advise you on your current entitlements and what options are available to you to enable you to maximise your entitlement to the British State Pension.
Changes to the State Pension 
On 26 July 2007, HMRC introduced changes to the State Pension which will affect everyone reaching Retirement Age on or after 6 April 2010.
The main change is that you will only need 30 qualifying years in order to be eligible for the full basic state pension – rather than 44 years as was previously the case.
Home Responsibility Protection
Working and caring will be recognised equally in the reformed state pension scheme with more women and carers being eligible for a full Basic State Pension and the State Second Pension.
People reaching State Pension age on or after 6 April 2010, will be able to build up entitlement to Basic State Pension and State Second Pension through new weekly national insurance credit.
Purchased Life Annuities
Individuals may purchase a life annuity for a lump sum payment which provides a fixed income for the rest of your life. A part of each annuity is treated as a return of capital and does not form part of income for tax purposes.
The part which does represent income is subject to lower income tax at source.
The Inland Revenue determines the capital element of the annuity when it is purchased. This is usually done by dividing the lump sum paid b the life expentancy of the annuitant.
"A" Day Changes
The seperate rules for occupational, personal pension & retirement annuity schemes have been replaced from 6 April 2006 by a single scheme covering all tax-priviledged pension schemes.
With effect from 6 April 2006, changes to the UK law regarding pension transfers from the UK to Australia came into effect.
The effect of these changes is to ensure that the Australian Superannuation Scheme capable of accepting UK pension transfers has to obtain QROPS status (Qualified Recognised Overseas Pension Scheme).
UK Pension Transfers to Australia
Many migrants have personal pensions, occupational schemes, AVCs and contracted out schemes in the UK. You should address how you are going to deal with these funds prior to departure.
Pensions held in overseas countries are considered Foreign Investment Funds (FIF) in Australia. This means the growth in the fund since your arrival in Australia is potentially taxable in Australia on an annual basis even whilst the money is still locked in the fund.
Getting the funds out of the pension fund and into acomplying superannuation fund within 6 months will ensure there is no tax incurred when bringing the funds into Australia. Where this process takes more than 6 months and the funds are transferred to an Australian complying superannuation fund, you can elect to have the growth taxed at the superannuation rate of 15% or at your marginal rate of tax, whichever is the lesser.
If the funds are not transferred into a complying superannuation fund, the growth amount would be regarded as assessable income in your hands, and tax would be payable at your marginal rate of tax (which in most case would be significantly higher than 15%).
Outside of the 6 months, the growth in the balance of your UK fund component since your date of residency to the actual transfer would be treated as a post 1983 untaxed component and taxed accordingly and the balance will be considered an non concessional contribution, which on retirement is paid to you free of tax.
Superannuation Funds
Superannuation is an investment mechanism which has a concessional tax rate of 15%, designed to encourage people to save for retirement. Generally contributions to, and earnings on superannuation investments, are taxed at 15%. You can invest your super into a retail or wholesale fund, a defined benefit fund, a small APRA fund, an industry fund, or a Self Managed Fund.
Self Managed Superannuation Funds (SMSFs) have become very popular superannuation investment vehicles, but are not suitable for everyone.
Overview
On your arrival in Australia if it is your intention to remain in Australia permanently (subject to any visa conditions), you would be treated as an Australian tax resident from this date. You have 6 months from this date to transfer your pensions to Australia in avoid any potential tax charges.
I give you a brief overview of the taxation implications of transferring your UK pensions to Australia.
Leave Your Funds in the UK
If you decide to leave your funds in the UK (i.e. not transfer them to Australia) in most cases the Australian Tax Office (ATO) will tax you on the growth of the funds each year on an annual basis. Everyone in Australia is required to complete a tax return. The financial year runs from 1 July - 30 June. So at the end of each financial year you will have to obtain the value of the funds at the start of the financial and the value of the funds at the end of the financial year and you will be subject to tax in Australia on the growth of the funds at your marginal rates of tax, (this will not apply to occupational pension schemes).
So what happens at pension stage?
When you reach the age of retirement or you meet a condition of release and the pension goes into pension phase. In most cases the tax free lump sum you receive is not tax free in Australia. The part of the lump sum payment which represents the growth since the date of your Australian tax residency will have to be reported on your Australian tax return and you will pay tax at your marginal rates of tax in Australia on this amount. The balance of your fund in the UK will then purchase you an annuity and provide you with a pension for the rest of your life.
In most cases you will pay tax in the UK and in Australia on your annual pension. Australia will give you credit for any tax paid in the UK, as Australia has higher rates of tax in comparison to the UK generally there will be a shortfall of tax in Australia. Alternatively you can elect under the terms of the double taxation agreement to be exempted from paying tax on your UK pensions and only be subject to tax in Australia. This is an election that needs to be applied for, and we could assist with when needed.
Transfer you funds to Australia.
Should you decide to transfer your funds to Australia, with effect from 6 April 2006, your funds can only be transferred to a QROPS (Qualifying Recognised Overseas Pension Scheme). What this basically means is that superannuation providers in Australia had to apply to HM Revenue & Customs for QROPS status before they could accept transfers from overseas pensions. Should you transfer your funds to a non-QROPS then you could potentially be liable for a tax charge between 40-55%. That is on the assumption that funds in the UK would transfer to a non-QROPS and funds in Australia who don't have the status would accept payments from overseas pensions.
We would ensure that you have a QROPS in place and the transfer would proceed smoothly.
The payment into your Australian superannuation fund would be treated as a non concessional contribution. There are limits as to what amounts can be treated as a non concessional contribution. These are currently $150,000 per annum or you can pay $450,000 with no further contributions for 3 years.
It should be noted however that the value that represents the growth component of the fund since your date of residency to the actual date of transfer will not form part of these contribution limits.
Should the transfer value exceed these allowable limits the fund will tax the excess at 46.5%. However, we have arrangements in place to allow for transfers of amounts in excess of these limits to be transferred at a later date.
When you meet pensionable age or meet a condition of release you can receive 100% of this contribution tax free, or any part of this payment as decided by you (and your financial planner) and again it would be paid to you tax free.
Australia introduced legislation with effect from 1 July 2007, that any pension paid to an individual over the age of 60 years would be paid tax free.
If you decide to transfer your funds to Australia after 6 months then you can elect for the superannuation fund to pay the tax on the growth in the fund since your date of tax residency to the date of transfer, the rate of tax will be capped at 15% as opposed to your marginal rates of tax.
So What Happens in the Event of Death
In the event of your death your superannuation fund maintains its original value and you can elect by a binding nomination who is to receive your superannuation.
In Summary
Should you decide to leave the funds in the UK then Australia will tax the income and growth (subject to the exemption which applies for occupational pension schemes and the tax measures for holders of temporary resident visa) at your marginal rates of tax.
Should you decind to bring your funds to Australia then the transfer value should be tax free and with the new legislation so will any pension you receive from the superannuation fund. 
Our Process
· Make contact with your UK pension provider. 

· Obtain transfer values and details regarding growth performances and future pension entitlements. 

· Advise you on the tax implications of leaving your funds in the UK and compare with the tax advantages of transferring your pension to Australia. 

· Obtain a British State Pension Forecast. 

· Provide you with a Retirement Strategy and advise you on the (QROPS) Superannuation Fund. 

· Ensure a smooth transfer of your pension fund to Australia. 

Can you trace my pension?
Yes. We can attempt to locate whether you have any pension entitlements with a former employer.
Please complete the Authority to Release Information form and include the following details:
· Last UK address 

· Date of Birth 

· Name and address of employer(s) 

· Periods of employment 

Overview of Australian Superannuation
Provision of retirement benefits for an individual is made through the payment of superannuation contributions into a superannuation fund. The fund accumulates the superannuation until the individual retires and takes his/her benefits in the form of a pension or lump sum.
In general, it is mandatory for employers to pay a minimum of 9% of the salary of eligible employees to a complying superannuation fund. The fund accumulates the superannuation until the individual retires and takes his/her benefits in the form of a pension or lump sum.
Tax deductible contributions, whether paid by an employer or individual, are taxed in the year they are paid, within the superannuation fund, at a concessional rate of 15%.
All contributions made after 1 July 1999 are preserved, i.e. they cannot be accessed until retirement or certain other conditions of release occur. The preservation age of individuals born before 1960 is 55 years. For members born after 1960 the preservation age increases depending on your birth date. Individuals can access their benefits without conditions after age 65.
All superannuation funds are subject to strict and complex regulations which determine when benefits may be taken, and the tax treatment of the retirement benefits.
Retirement benefits may be drawn as a pension or a lump sum. There are concessional tax rates on lump sum superannuation benefits up to a certain threshold called Reasonable Benefit Limits, but in general, it is beneficial to take pension benefits rather than lump sum benefits. Pensions may have a 15% rebate, and often also have an additional tax free amount (the deductible amount) based on the undeducted contributions made by the members.
In May 2006, the Treasurer announced major changes in the budget to the taxing of benefits received from superannuation and pension funds. Effectively from 1st July 2007 all benefits paid to members that have previously been taxed or contributed from post tax dollars will be tax free.
There are several different types of pensions, some of which are more rigid "traditional" type fixed pensions, and others are more flexible in the amount drawn, and in allowing lump sums to be drawn. Certain pensions may only be paid from particular types of superannuation funds.
Retail Funds
Offer superannuation to the public at large, usually through an intermediary such as a financial planner or bank. These funds can usually be started with a balance as low as $1,000.
Wholesale Funds
Are designed for large superannuation balances. They typically accept only contribution balances over $100,000.
Industry Funds
An industry fund is usually provided by a union or employer group, and they may be run by union representatives from employers and employees. These funds are generally open to the public, and are generally cost effective as the fees are low due to the large volume of funds.
Self Managed Superannuation Funds (SMSF)
An SMSF is a fund with four members or less, and all members must be trustees of the fund. These funds are regulated by the Australian Tax Office, and must comply with annual audit and accounting requirements. However, they allow individuals to control their superannuation investments and benefits, and as they are self administered, costs can be controlled by the trustee. More detail on later pages.
Superannuation Employer Funds
An employer superannuation fund is one that has been provided for the employees at the firm. A panel of representatives of both the employer and employees usually control these funds. Many of these funds have evolved into industry funds and many are now also offered by retail fund managers as opposed to the employer.
Usually all the costs of running the funds are borne by the employer.
Retirement Savings Accounts (RSA)
A RSA is a superannuation product offered to the public by financial institutions such as banks, building societies, credit unions, life insurance companies and other prescribed institutions. RSAs are intended to provide a simpler low cost and lower risk retirement savings alternative to superfunds. Unlike conventional superannuation arrangements, RSA's do not come under a trust structure, but take the form of a capital guaranteed account. Instead of a trustee investing fund assets to produce a return (whether positive or negative), a RSA pays interest on a depositor's contributions. A depositor's account is generally capital guaranteed, that is, negative investment returns cannot be offset against the account. The money is invested in low risk assets, which are more likely to guarantee a positive return on the investors money - even if that return is likely to be less than that of a superannuation fund.
The use of RSA is aimed at people with low amounts of superannuation benefits, or with transient working patterns.
Government Age Pension
To be eligible for a government aged pension called a Centrelink Age Pension the following conditions must be satisfied:
· Australian resident and in Australia on the day the claim is lodged. 

· Must have been an Australian resident for a total of at least 10 years, and at least 5 of these years must have been in one continuous period, or 

· Residence in certain countries with which Australia has an International Social Security Agreement may count towards Australian residence, or 

· Have a qualifying residence exemption (arrived as refugee or under special humanitarian program), or 

· A woman who is widowed in Australia, when both she and her late partner were Australian Residents and who has 104 weeks residence immediately prior to claim, or 

· Person who is in receipt of Widow B Pension, Widow Allowance, Mature Age Allowance or Partner Allowance immediately before turning Age Pension age. 

· Can generally be paid for the total period of absence from Australia (some exemptions may apply), however, after 26 weeks the rate may change. 

The age at which you are eligible for an Age Pension differs between men and women, but generally for women born after 1 January 1949 and for all men the age is 65.
The rate of payment is calculated under both the income and assets tests. The test that results in the lower rate (or nil rate) will apply.
A guide to all Australian Government Payments can be found at www.centrelink.gov.au .
What is a Self Managed Superannuation Fund?
A self managed superfund (or DIY fund) is a fund with four members or less, but usually “Mum and Dad” are the members.
Each member of the fund must also be a trustee of the fund.
The fund may have a company as a trustee, but the members must be directors of the trustee company.
The investment decisions and administration of the fund are the responsibility of the trustees – hence the term Self Managed.
The fund is regulated by the Superannuation Industry (Supervision) Act 1993(“SIS”) and the regulator is the Australian Tax Office (ATO).
How do I setup a Self Managed Superannuation Fund?
Pro-Active Advice, with the assistance of a recommended solicitor, can assist in setting up a fund. We also recommend you obtain accounting advice. Generally we do not believe it is economic to set up a SMSF unless there is a minimum of $250,000 in the fund.
Steps in setting up a Self Managed Superannuation Fund?
· Preparation of a trust deed to form the fund and appoint trustees and members. 

· Setting up a bank account for the fund or overseas pension fund. 

· Transfer of cash to the fund bank account. 

· Preparation of an investment strategy. 

· Make investments in line with your investment strategy. 

· Arrangement of annual financial statements to be prepared and audited and relevant returns to be submitted to the ATO. 

Pros
Control
As a trustee of your SMSF you decide on the investments and the payment of benefits. You can use the services of a financial adviser or “Do it yourself”.
Choice of investments
While SMSFs can hold investments held by retail superannuation funds, such as listed shares, units in unit trusts, and other financial products, they can also invest in residential and commercial property.
Opportunity to lower tax rates
The 15% tax rate can be offset by investing in shares with franked dividends. Capital Gains Tax on assets held over 12 months is 10%. When the fund becomes a pension, the tax rate generally becomes 0%.
Generation Benefits
SMSF benefits can be used to transfer wealth to the next generation.
Fee Savings
If the fund has more than approximately $250,000 invested and you are willing to contribute to the administration, you can reduce costs.
Flexibility
There are generally greater opportunities for determining the optimal contributions of members for tax purposes.
Cons
You are responsible for the investment strategy and investment decisions.
You have to administrate the fund (or pay for a professional to do it).
The key concept is “Self Managed” - you must ensure your fund complies with the regulations. You must be familiar with your obligations and duties as a trustee —ignorance is not a valid excuse for breaches of the regulations.
Compliance breaches—If a fund is made non compliant, the cost is 45% of the overall fund assets.
Where the trustees have discretion (which is the case in most funds) over the payment of death benefits, there is a risk they may override the wishes of the deceased
How can we at Pro-Active Advice and our Partners Help You?
· Arrange the preparation of a Superannuation Fund trust deed and all necessary minutes and documentation. 

· Prepare applications for ABN, TFN and Election to be Regulated. 

· Take care of all compliance work – preparation of financial reports, annual tax returns and regulatory returns. 

· Give tax advice regarding contributions, superannuation rules affecting investments, withdrawals, pension types and estate planning. 

· Refer you to an accountant (subject to your approval). 

What are the costs of setting up a Self-Managed Superannuation Fund?
Advice and set up costs $1,700 - $2,500
What are the costs of setting up a QROPS Self-Managed Superannuation Fund?
	Creating a new SMSF
	$4,500 GST

	Amending Existing SMSF
	$2,500 GST


FAQs
Q1. Can I transfer my UK pension to Australia?

Answer: The majority of the pension funds in the UK are capable of being transferred to Australia, including local government, NHS pensions and private pensions.
Q2. Can I transfer my British State Pension to Australia?

Answer: Unfortunately not! What we can do is obtain a state pension forecast on your behalf to show you what you are entitled to from the UK government when you retire. You may even consider topping up to maximise your entitlements.
Q3. Where do my funds go to in Australia?

Answer: Your funds have to be transferred to a superannuation fund in Australia which is a Qualifying Recognised Overseas Pension Scheme, (more commonly referred to as a QROPS). There are a handful of these currently on the market. We are able to refer you to independent financial planners who will discuss these funds in more detail.
Q4. Can I transfer my UK funds to a Self Managed Superannuation Fund?

Answer: Yes you can. We can apply for QROPS status of either an existing Self Managed Superannuation Fund (SMSF) or set up a Self Managed Superannuation Fund on your behalf.
Q5. Am I restricted on the amounts I can transfer to Australia?

Answer: Due to recent budget announcements you have until 30 June 2007 to transfer funds up to $1million. As from 1 July 2007 these amounts are reduced to $450,000 as a lump sum payment with no further personal contributions for 3 years, or $150,000p.a.
Q6. If I have transferred my pension and decide to return to the UK what happens to my pension?

Answer: It may be possible to transfer your pension to the UK depending on your current visa and on the conditions of the QROPS. However in certain cases there would be a tax charge of 30%.
Alternatively you can leave your Superannuation in Australia. This may not apply to Self Managed Superannuation Funds.
Q7. Who gets my superannuation when I die or am disabled?

Answer: In the event of death, your superannuation fund would be paid to your beneficiaries either as a lump sum or pension. The fund maintains its original value and 100% can be paid to your nominated dependant(s).
On disablement your superannuation can either be paid to you as a pension or lump sum and is tax free.
Q8. Is my superannuation subject to death duties in Australia?

Answer: There are no death duties in Australia. However certain payments to Non Death Benefit Dependants would be subject to tax at 15% and/or 30%.
Q9. What are the Fees of transferring my funds to Australia?

Answer: Our fees are based on the fund values. These start at $2,500 plus GST. We can arrange with the new Australian Fund for the fees to be paid on your behalf from the entry fees of the superannuation fund.
We have negotiated set rates with the various firms of independent financial planners we refer to. This will help to ensure fees are very competitive.
Q10. Are there any taxation implications in leaving my funds in the UK?

Answer: Yes, the Australian Tax Office (ATO) may tax you on the growth of the fund depending on your circumstances. The lump sum and annuity/pension income you will receive will also be subject to tax in Australia.
Q11. Are there any taxation implications in bringing my funds to Australia?

Answer: The ATO allow you 6 months from the date of tax residency to transfer your funds to Australia. If you bring funds to Australia after 6 months you may be taxed on the growth of your fund depending on your circumstances. You can elect for the superannuation fund to pay the tax at 15% as opposed to you paying the tax at your marginal rates.
Q12. Does it matter if I am on a temporary visa?
Answer: Yes, in most cases you will not be subject to tax on the growth of your pension fund each year. If you decide to bring your pension to Australia you should do so before obtaining your permanent residency as this will affect your tax position.
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