
Fact sheet

How does Transition to Retirement 
work?
Most of your super is generally preserved, which means you can 
only take it in cash if you meet a condition of release allowed 
by law. For most people, this will be when you reach your 
preservation age and permanently retire from the workforce. 

Your preservation age depends on your date of birth:

If you were born: Your preservation  

age is:

Before 1 July 1960 55

1 July 1960 — 30 June 1961 56

1 July 1961 — 30 June 1962 57

1 July 1962 — 30 June 1963 58

1 July 1963 — 30 June 1964 59

After 30 June 1964 60

With a transition to retirement strategy, you can begin receiving an 
income from your preserved super benefits once you reach your 
preservation age, even if you haven’t permanently retired. There 
are, however, some rules.

What conditions apply?
Firstly, to take your super in cash under transition to retirement 
rules, you must have reached your preservation age (see table 
above).

Secondly, you must take your super as a non-commutable 
pension. This simply means a pension that you can’t convert to 
a lump sum until you meet another condition of release (refer to 
the fact sheet ‘Access to your super’ for more information on 
conditions of release). This helps ensure that your super lasts for 
as long as possible. A transition to retirement pension meets this 
non-commutable condition. 

How much can I receive as a 
pension?
You can generally invest as much of your preserved super in a 
transition to retirement pension as you like. 

The government sets a minimum and maximum amount that 
you can receive in total pension payments each financial year, 
calculated as a percentage of your account balance. 

If you are under age 65, you must take a minimum of 3% of your 
account balance as a pension for 2011-12 and 2012-13. From 
1 July 2013, you must take a minimum of 4% of your account 
balance as a pension if you are under age 65.

A maximum of 10% of your account balance also applies.

Your opening account balance is used to calculate your minimum 
and maximum amounts for the first year of your pension (or pro 
rata amounts if you begin your pension after 1 July). Your account 
balance at 1 July of each following year is used to calculate your 
new minimum and maximum for that financial year. 

Example 
You are 56 years old and invest $150,000 in a transition to retirement 
pension on 1 July 2012. The minimum amount in pension payments 
that you can receive for 2012-13 is $4,500 (ie. 3% x $150,000) and 
the maximum is $15,000 (ie. 10% x $150,000).

Are there any risks to consider?
The main purpose of super is to provide for you in your retirement. 
However, there is no guarantee that your super will last for the rest 
of your life.

Beginning a transition to retirement pension may impact on 
how long your super lasts. In addition, the larger your pension 
payments, the faster your account balance may decrease. 

Everyone’s individual circumstances are different so you will need to 
consider whether a transition to retirement strategy is right for you. You 
should consider seeking professional financial advice before making 
any decisions that affect your financial future.

How is a super pension taxed?
If you are under age 60, the taxable component of your pension 
payments is treated as income and subject to Pay As You Go 
Withholding tax. The amount of tax withheld from your pension 
payments depends on your age, your pension amount and 
whether you have provided your tax file number to the fund.

If you are aged 60 or over, your pension payments are tax-free. 

Note: If you withdraw a lump sum from your pension account, 
different tax rates apply.

Does the thought of semi-retiring appeal to you but the thought of reducing your income cause concern? 
Would you like to tip more money into your super savings without negatively impacting your income? There 
may be a way to help you achieve your goals—it’s called ‘Transition to Retirement’.
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Case study 1: David 
David semi-retires and maintains the same income

David’s annual salary is $50,000 and he has accumulated 
$300,000 in super. At age 55, he’s started thinking about his 
retirement plans.

On one hand, he would like more time now to play golf, go fishing 
and spend with his family. On the other hand, he enjoys his work 
and the salary it brings and doesn’t feel ready to give it up entirely 
just yet. 

Can David semi-retire and maintain the same level of after-tax 
income without disadvantaging himself financially?

If David fully retires now

To maintain the same after-tax income if he fully retires, David 
needs an annual pension payment of $41,900:

Gross pension payment (p.a.) $42,540

Income tax and Medicare – $5,951

15% pension tax offset + $6,380

Net income = $41,900

Note: David’s income tax and medicare levy amount includes tax 
offsets that, with the 15% pension tax offset, mean his only tax 
liability is for a Medicare levy of $638.

David’s gross pension payment of $42,540 is around 14% of his 
pension account balance (ie. $300,000). If he continues to receive 
pension payments at this rate, he will have exhausted his pension 
account by age 63.

If David semi-retires and uses a transition to retirement 
strategy to supplement his income

David works part-time with an annual salary of $30,000, which he 
can supplement with transition to retirement pension payments as 
follows:

Gross part-time salary (p.a.) $30,000

Gross pension payment (p.a.) +  $16,230

Taxable income = $46,230

Income tax and Medicare levy – $6,760

15% pension tax offset + $2,434

Net income = $41,900

By using a transition to retirement strategy, David can maintain 
the same after-tax income between ages 55 and 65. In addition, 
he will continue receiving super contributions from his employer 
because he’s still working part-time. 

By the time David reaches age 65, his retirement savings will be 
$304,9421.

Here’s how David’s options compare:

Option Retirement 

balance1 at 65

Minimum annual 

pension on that 

balance

Retire now at 55 $0 $0

Transition to retirement  
now and retire at 65

$304,942 $15,2502

Therefore David could start working part-time at 55 without disadvantaging 
himself financially.

Case study 2: Judy
Judy uses a transition to retirement strategy to grow her retirement 
savings

Judy earns $50,000 per year and has accumulated $300,000 in 
super. Even though she’s reached age 55, Judy loves her work 
and wants to keep working until she’s 65.

Can Judy use a transition to retirement strategy to help her save 
more for her retirement over the next 10 years?

If Judy makes no additional contributions to her super

Over the next 10 years, Judy’s salary remains at $50,000 per year 
and her after-tax income is $41,900. Employer contributions and 
investment earnings1 over this period mean that her retirement 
balance at age 65 would be $485,6261.

If Judy begins a transition to retirement strategy at age 55

A transition to retirement pension gives Judy a 15% pension 
tax offset that her salary income doesn’t. She can then sacrifice 
part of her salary to her super to offset the withdrawal from her 
retirement savings. 

However, Judy’s after-tax income doesn’t change. Here’s how:

Gross salary $50,000

Salary sacrifice to super –  $14,791

Minimum pension (p.a.) on $300,000 + $12,0002

Taxable income = $47,209

Income tax and Medicare levy – $7,109

15% pension tax offset + $1,800

Net income = $41,900

Judy’s retirement savings are helped by the additional salary 
sacrifice contributions and tax-free investment earnings on her 
pension. By age 65, her retirement balance could increase by over 
$45,000 to $530,7531.

1– Source: Colonial First State. Assumptions: Earning 7.7% p.a. after fees and before taxes with inflation at 3%. Using 2011-12 income tax rates (excluding flood levy). Pension is 
paid as an account-based pension. Superannuation guarantee contributions are 9% of gross salary before any salary sacrifice. All superannuation contributions and pension 
payments are made regularly throughout the year. A change to any of the assumptions and variables can provide significantly different results. These case studies are for 
illustrative purposes only. Your individual circumstances have not been taken into account.

2– Calculated using the minimum annual pension percentage that applies from 1 July 2012: 5% for age 65 or 4% for age 55 as applicable.
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This fact sheet was prepared and issued on 28 May 2012 by Commonwealth Bank Officers Superannuation Corporation Pty Limited (‘the trustee’) (ABN 76 074 519 798, AFSL 
246418) as trustee of Commonwealth Bank Group Super (‘the fund’) (ABN 24 248 426 878). The information is general information only and does not take into  account your 
individual objectives, financial situation or needs. You should consider the information and its appropriateness, having regard to your own objectives, financial situation and needs. 
If the information relates to acquiring or continuing to hold a particular financial product (eg. Accumulate Plus or Retirement Access), you should obtain a Product Disclosure 
Statement (PDS) relating to the product from our website oursuperfund.com.au or by calling us on 1800 023 928 and consider the PDS before making any decision about whether 
to acquire or continue to hold the product. You should also consider seeking professional financial advice before finalising any decisions that may affect your financial future.
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Here’s how Judy’s options compare:

Option Retirement 

balance1 at 65

Minimum annual 

pension on that 

balance

Work full-time to age 65 with 
no additional contributions to 
super

$485,626 $24,2802

Work full-time to age 65 
and part salary sacrifice. 
Supplement income with 
transition to retirement  
pension from age 55

$530,753 $26,5402

Therefore Judy could continue working full-time and use a 
transition to retirement strategy to save more for her retirement.

Commonwealth Bank Group Super

Internet

Visit us at oursuperfund.com.au

Intranet

HR Intranet > Employee 
Benefits > Commonwealth 
Bank Group Super (under 
‘Useful links’) (employees only)

Email

oursuperfund@cba.com.au

Phone

Call us on 1800 023 928 
between 8.30am and 5.00pm 
(Sydney time) Monday to Friday

Fax

(02) 9303 7700

Mail

GPO Box 4758 
Sydney NSW 2001
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