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The pre-retirement pension strategy may be for you if you’re under age 65, have reached preservation age and would like to:

•	 reduce your working hours without reducing your income; or
•	 boost your super for a comfortable retirement.

What’s the pre-retirement pension 
strategy?
Whether working full or part-time, the pre-retirement pension strategy 
allows you to access your super by taking out a pension without 
having to retire. This is known as a pre-retirement pension. 

What’s the benefit of a pre-retirement 
pension strategy?

Lifestyle – ease into retirement
Reduce your working hours and use the pre-retirement pension to 
supplement your income.

Tax savings – boost your super
Continue working full-time while increasing your before-tax super 
contributions (within government-set limits) and use your pre-
retirement pension to supplement your income. By changing how 
you receive your income, you can generally reduce the amount of tax 
you pay. Typically, this option is of greatest benefit to people aged 60 
years or over on a high marginal tax rate.

How it works

Who is eligible?
To take advantage of the pre-retirement pension strategy you should:

•	 be under age 65
•	 have reached preservation age (age 60 and over)
•	 be working – although there are no specific requirements in terms 

of how many hours you need to work. 

Tax implications under 60
Up to age 60, the taxable amount of your income from a  
pre-retirement pension is taxed at your personal income tax rate, 
less a 15% tax offset. Then, once you turn 60, the income you receive 
from your pre-retirement pension is completely tax-free.

To apply for our pre-retirement pension
1.	Read the Pension Product Disclosure Statement.
2.	Fill in the Apply for a pre-retirement pension form.
3.	Transfer at least $15,000 to start your new pension account.

You’ll then receive regular pension payments to supplement your 
income after reducing your working hours or increasing your before-
tax super contributions.

Transfer amount
Deciding how much to transfer into your pre-retirement pension 
account is important, as once you start your pension you can’t add 
more money to it. If you have other super money or another pension 
that you’d like to transfer to your pension account, you’ll need to start 
a new pension. You should consider:

•	 how much income you need
•	 your lifestyle needs and financial commitments
•	 how much super you have
•	 whether you’re working full-time or part-time.

Pension payment amount
Your pension payment amount must be between the government set 
minimum and maximum limits.

Maximum payment: 10% of your account balance

Minimum payment: 4% of your account balance1

Minimum and maximum payments are automatically recalculated for 
your account balance on 1 July each year or you can choose a new 
payment amount at any time.
1 	If you commence your pension after July, the minimum payment amounts  
	 will be calculated on a pro-rata basis.

Reaching age 65
Once you reach age 65 your pre-retirement pension will convert to an 
account-based pension. This means you’ll no longer be subject to the 
10% maximum payment limit and can take out lump sums.

What if I change my mind?
You can transfer your pension back to your super account or a 
different pre-retirement pension product at any time, subject to 
meeting minimum drawdown requirements.
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Doing the maths – contribute more to 
super and keep the same income!
Fred is 60 years old and earns $100,000 pa (excluding super). He 
pays $22,788 in income tax for 2024-25, including Medicare Levy, 
leaving him with $77,212.

Fred can contribute up to $18,500 pa before-tax to super, in addition 
to the compulsory 11.5% contribution his employer makes for 
him. He decides to contribute the full amount, reducing his taxable 
income to $81,500.

This means he only pays $16,868 income tax, leaving him $64,632. 
At the same time, Fred takes out a pre-retirement pension and draws 
$12,580 pa from his pension to maintain his lifestyle. As Fred is over 
age 60, his pension payments are tax free.

Fred’s new after-tax salary of $64,632 plus his $12,580 tax free 
pension gives him the same $77,212 take home pay per year, 
however this strategy has left Fred with an extra $3,145 pa in his 
super without changing his take home pay or lifestyle.

Please note: Amounts listed above include 15% contributions tax  
on before-tax contributions and exclude low and middle income  
tax offsets.

Pre-retirement pension facts
Before applying for a pre-retirement pension, consider how it will 
impact your super account balance and future retirement income. 
Accessing your super may also affect your eligibility for Centrelink 
entitlements.

You can’t withdraw money
You can’t withdraw lump sums until you either retire or reach age 65, 
unless you meet a government approved condition of release. You 
can find out more about these conditions of release on our website 
at teamsuper.com/pension-withdrawal

Future super contributions
All future super contributions will be made to your super account, not 
your pre-retirement pension.

Contribution limits
If you’re using the pre-retirement pension to increase before-tax 
super contributions, you need to keep within the contribution  
caps. There are two types of contributions, before-tax and  
after-tax. Each type has different rules. To find out more, read  
our How much can I add to my super account? factsheet at  
teamsuper.com/resources

Need more information or advice?
Whether it’s a simple phone call to cover the basics or a 
personal appointment to discuss wealth creation, there’s 
no ‘one size fits all’ approach. Advisers from Team Super 
Financial Advice are here to provide the help you need to make 
confident and informed financial decisions. If you have any 
questions or would like to make an appointment with Team 
Super Financial Advice, please call us on 13 64 63 or contact 
us via our website. 
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Any financial advice in this document does not take into account your financial situation, needs or objectives. Before acting, consider if the 
information is right for your needs and circumstances and read the relevant Product Disclosure Statement (PDS) at teamsuper.com. The 
Target Market Determinations for our financial products can be found at teamsuper.com/tmd. If there are any inconsistencies between this 
document and the PDS or Trust Deed, the terms of the PDS or Trust Deed will prevail. This information is based on our understanding of current 
Australian laws and assumes they will remain unchanged. Financial planning services are provided by Team Super Financial Advice a trading 
name of Team Super Services Pty Ltd ABN 49 051 315 014 AFS licence 502700. Issued by Team Super Pty Ltd ABN 70 003 566 989 AFS licence 
246864 as trustee for the Team Superannuation Fund ABN 16 457 520 308.
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