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[bookmark: _Toc511916778][bookmark: _Toc513718247]Request for feedback and comments
Treasury welcomes comments and feedback on the proposed principles. While submissions may be lodged electronically or by post, electronic lodgement is preferred. For accessibility reasons, please submit responses sent via email in a Word or RTF format. An additional PDF version may also be submitted.
All information (including name and address details) contained in submissions will be made available to the public on the Treasury website unless you indicate that you would like all or part of your submission to remain in confidence. Automatically generated confidentiality statements in emails are not sufficient for this purpose. If you would like only part of your submission to remain confidential, please provide this information clearly marked as such in a separate attachment.
Closing date for submissions: 15 June 2018
	Email
	superannuation@treasury.gov.au

	Mail


	Manager, CIPRs
Retirement Income Policy Division
The Treasury
Langton Crescent
PARKES ACT 2600

	Enquiries
	Enquiries can be initially directed to Rebecca McCallum

	Phone
	02 6263 2922
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The retirement phase of the superannuation system is currently under-developed and needs to be better aligned with the overall objective of the superannuation system of providing income in retirement to substitute or supplement the Age Pension. The Government is addressing this through the development of a retirement income framework. The framework is intended to:
· enable individuals to increase their standard of living in retirement through increased availability and take-up of products that more efficiently manage longevity risk, and in doing so increase the efficiency of the superannuation system and better align the system with its objective; and
· enable trustees to provide individuals with an easier transition into retirement by offering retirement income products that balance competing objectives of high income, flexibility and risk management.
In December 2016, a discussion paper on Comprehensive Income Products for Retirement (CIPRs) was released for consultation[footnoteRef:2]. Submissions closed on 7 July 2017. The Department of the Treasury (Treasury) received 57 written submissions on the discussion paper, and met with more than 100 organisations.  [2:  Treasury, Development of the framework for Comprehensive Income Products for Retirement, Canberra, 2016. ] 

That consultation revealed that there is broad agreement on the importance of what the CIPRs policy is seeking to achieve, but divergent views on the best way to achieve the objectives.
In addition, some stakeholders stressed the importance of finalising the social security treatment of pooled lifetime income products first. The Government announced the treatment of the social security means test rules for new and existing pooled lifetime income products in the 2018‑19 Budget.
Having taken steps to remove barriers to the introduction of pooled lifetime income products, the Government plans to prioritise progress on the development of a retirement income covenant.
The Government has also announced it will progress the development of simplified, standardised metrics in product disclosure to help consumers make decisions about the most appropriate retirement income product for them. Other elements of the framework will be developed progressively:
reframing superannuation balances in terms of the retirement income stream they can provide, by facilitating trustees to provide retirement income projections during the accumulation phase; and
[bookmark: _Toc306887372][bookmark: _Toc432064636]a regulatory framework to support the other elements of the retirement income framework including definitions, any necessary safe harbours, requirements for managing legacy products and other details.
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On 19 February 2018 the Minister for Revenue and Financial Services, the Hon Kelly O'Dwyer MP, announced the establishment of a consumer and industry advisory group to assist in the development of a framework for CIPRs.
The central task of the advisory group was to provide advice to Treasury on possible options and scope of a retirement income covenant in the Superannuation Industry (Supervision) Act 1993 (SIS Act). The group strongly supported the idea of a retirement income covenant and provided advice on the proposed framework. This feedback has helped shape the proposed approach set out in this paper. 
As part of the Government’s More Choices for a Longer Life Package in the 2018-19 Budget, the Government has committed to introducing a retirement income covenant as a critical first stage to the Government’s proposed retirement income framework. This will codify the requirements and obligations for superannuation trustees to improve retirement outcomes for individuals.
Existing covenants in the SIS Act include obligations to formulate, review regularly and give effect to investment, risk management and insurance strategies; but not a retirement income strategy. 
Introducing a retirement income covenant will require trustees to consider the retirement income needs and preferences of their members. It will ensure that Australian retirees have greater choice in how they take their superannuation benefits in retirement. This should allow retirees to more effectively choose a retirement product that aligns with their preferences, improving outcomes in retirement. The proposed obligations for inclusion in the covenant are outlined in the section ‘Covenant principles’.
The covenant will be supported by regulations to provide additional guidance and outline in more detail how trustees will be required to fulfil their obligations. Appropriate enforcement will also be part of the framework. The ‘Supporting principles’ section outlines the principles and guidelines that would be included in regulations (and possibly prudential standards). Implementation of these regulations may require adjustments to existing regulations and instruments.
Finally, additional principles have been identified that may be appropriate for inclusion in the retirement income framework, but which are not being fully developed at this time. These principles will form part of the regulatory framework to be progressed at a later date.
The covenant and supporting principles would apply to trustees of all types of funds except Australian eligible rollover funds (ERFs) and defined benefit (DB) schemes that offer a DB lifetime pension. The Government considers that it would not be appropriate to require trustees of these fund types to develop a retirement income strategy because ERFs do not have any members in retirement and a DB lifetime pension already reflects an implicit retirement income strategy.
While all members of the advisory group provided valuable input and insights which have helped inform this position paper, the positions expressed in this paper are those of the Government.
The retirement income framework, including the covenant, will be implemented with an appropriate transition period to allow sufficient time for industry to adjust. The Government proposes to legislate the covenant by 1 July 2019 but to delay commencement until 1 July 2020.  This timing would allow the market for pooled lifetime income products to develop in response to the changes to the Age Pension means test arrangements announced as part of the 2018-19 Budget and for other elements of the framework to be settled.
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1. Retirement income strategy
Trustees should assist members to meet their retirement income objectives throughout retirement by developing a retirement income strategy for members.
The Government will introduce a retirement income covenant in the SIS Act. The covenant will operate alongside existing covenants in the SIS Act such as investment and insurance covenants, and will outline a fundamental obligation of trustees. It would require trustees to formulate, review regularly and give effect to a retirement income strategy to assist members to meet their retirement income objectives. 
Requiring all superannuation trustees to develop a retirement income strategy will help to ensure appropriate, high-quality products are developed and offered to retirees. This should expand individuals’ choice of retirement income products and improve their standard of living in retirement. 
The covenant would outline specific factors trustees need to take into account when developing a retirement income strategy. Importantly, the strategy should focus on the collective needs of members. While the covenant does not discourage the development of tailored retirement income solutions for individual members, the strategy should primarily focus on delivering retirement income solutions that are appropriate for members as a whole or for large cohorts of members. Specifically, trustees would need to consider the following factors when designing their retirement income strategy, with the strategy optimising the retirement outcome for members (given trade-offs between the factors):
· maximising income for life for members; 
· the potential life spans of members and the costs and benefits of managing longevity risk for members as a whole;
· managing risks that affect the stability of income, including inflation;
· providing members with access to capital;
· member needs and preferences for the factors above;
· the costs and benefits to members of developing a CIPR in-house compared with offering a CIPR developed and managed by a third party or a combination of both in-house and a third party;
· expected member eligibility for the Age Pension; and
· whether and how cognitive decline may affect outcomes.
The inclusion of these factors would ensure consistency by trustees and improve member outcomes by requiring all trustees to consider a minimum number of common factors. If required, further guidance for trustees would be provided through regulation.
The factors specifically require trustees to focus on considering and optimising the competing objectives in retirement of delivering high income, risk management and flexibility, taking into account collective member preferences. The optimal strategy may involve trustees offering products managed or provided by third parties if this is the most cost-effective approach. 
Trustees should also consider how the potential cognitive decline of members may influence the member’s ability to make optimal decisions regarding the drawdown of income during retirement. 
Development of a retirement income strategy would be the only principle that would apply to self‑managed superannuation funds.
2. Engagement
Trustees should assist members to meet their retirement income objectives by providing guidance to help members understand and make choices about the retirement income products offered by the fund.
The Government would require trustees to provide guidance (which may or may not be financial advice) or intra-fund advice tools to help members navigate between the retirement income products offered by the fund. The tools should assist members in making the most appropriate choice, given their needs and preferences. There is no expectation that trustees would need to provide financial advice and hold an Australian Financial Services Licence (AFSL) to comply with this requirement. If trustees choose to provide financial advice, an AFSL would be required. 
The sophistication of the guidance and tools should be proportional to the offerings of the fund. 
Trustees who offer only one CIPR and one account-based pension (ABP) could provide a side-by-side comparison of the two products, explaining the differences between the products and their relative costs and benefits. Statements like ‘this product is most likely to be suitable for people who…’ would also be appropriate in this case.
Trustees who offer multiple retirement income products or individual tailoring designed to meet different needs and preferences would need to provide more sophisticated choice tools. This could include asking a few questions through intra-fund advice to narrow the range of options for comparison to those designed for people with matching characteristics. 
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3. Definition of a Comprehensive Income Product for Retirement 
A CIPR is a retirement income product which is designed to provide:
- efficient, broadly constant income, in expectation;
- longevity risk management (income for life); and
- some access to capital.
A 100 per cent allocation to an ABP alone would not meet the definition of a CIPR.
A key feature of the retirement income framework would be CIPRs. A CIPR would provide a complete solution that balances a number of competing objectives in retirement. The three key objectives are to maximise income, ensure income is provided for life and provide flexibility to access capital. A CIPR would be a core part of how trustees implement the retirement income strategy they have developed for their members.
Features of a CIPR
A CIPR would comprise set product components and proportions and drawdown rates designed by the trustee to meet the requirements below. 
The expected income from a CIPR should be efficient and broadly constant
At the time of offer, the trustee should expect that with average investment returns and longevity outcomes, the annual income expected from a CIPR offer would be broadly constant. Recognising that it may be difficult to design a product that delivers absolutely constant expected income, a small buffer would be allowed for income to be considered broadly constant. For example, if at the time the CIPR was offered the expected income from the product remained within a narrow band (perhaps +/-2.5 per cent from the real or nominal income in the first year) then it would be considered to be broadly constant. 
Importantly, in practice actual income may not be broadly constant due to variations in investment returns and longevity outcomes. There is no requirement for products to be fully or even partly guaranteed. The following would be an example of an acceptable CIPR, even though the actual income from the product would not match the expected income. In this example, the CIPR includes an illustrative mechanism to manage variations in investment returns.
[image: ]
It would be at the discretion of the trustee to decide whether the expected income should be broadly constant in real or nominal terms (or in between). This provides greater flexibility for trustees to offer a retirement income solution that best matches the consumption needs of their members. If the trustee chose to deliver broadly constant income in real terms, the nominal income delivered by the product would be expected to rise by about 2.5 per cent a year to account for inflation. The trustee would not be required to eliminate all inflation risk from the product.
Trustees could choose whether or not to incorporate expected Age Pension income when determining ‘broadly constant income’, noting that while desirable, in some cases it may be problematic due to variations in Age Pension eligibility in the cohort.
A CIPR should provide income for life 
It is not sufficient for the CIPR to provide income only to life expectancy. The trustee would need to ensure that the CIPR is designed in such a way that even if the member lives to 105, they will continue to receive broadly the same level of income from the product. 
To provide this certainty to members, trustees would need to incorporate any one (or more) of a range of pooled lifetime income products (either immediate or deferred), such as a group self‑annuitisation product or a guaranteed lifetime annuity. In practice, it is likely that the requirement for a CIPR to provide income for life would require a minimum investment in a pooled lifetime income product of around 15-20 per cent. However, the ultimate allocation to the pooled lifetime income product would depend on the retirement strategy of the fund and how trustees balance the different trade-offs.
A CIPR should have some flexibility to provide access to capital
It is likely that most people will want to retain some ability to access capital. Capital may be required to purchase assets such as a new car, to pay for home maintenance, health costs or to pay for any number of other unexpected events.
We expect the most common way to provide this flexibility would be for a CIPR to incorporate an ABP. Alternatively some pooled lifetime income products may provide some commutable value or access to death benefits. Again, trustees would have the freedom to determine the best way to provide this flexibility for their members.
Certification
The Government considers the certification requirements for CIPRs should be principles-based to ensure product neutrality and to avoid limiting future innovation in the retirement income product market. However, a 100 per cent allocation to an ABP would not meet the requirements. The method of certifying CIPRs (the requirements a product would need to meet to provide efficient, broadly constant income for life with some flexibility) would be determined at a later date. Any implications for ABP minimum drawdown rates would be considered at that time.
4. Offering a flagship CIPR
All trustees should offer a flagship CIPR to members at retirement, subject to limited exceptions (see principles 7 and 8). 
Trustees would be required to offer a CIPR to all members at retirement. Requiring trustees to offer a CIPR to members would provide a better starting point at retirement and assist members to achieve their retirement income objectives without needing to design their own product. 
Trustees may choose to offer additional products at the time of offering the CIPR, but it should be clear that the flagship CIPR offering is the starting point for members.
Nonetheless, trustees would be able to offer up to three flagship CIPRs based on an individual’s account balance without the offer constituting financial advice. This provides flexibility to trustees to design appropriate products for large cohorts of their membership, recognising that account balance may affect a person’s Age Pension eligibility. Allowing for three flagship CIPRs will enable trustees to design different CIPRs for people who, based on their superannuation account balance, are likely to be eligible for the full Age Pension, part Age Pension or who are ineligible for the Age Pension.
For example, someone on a full Age Pension may benefit from the increase in income that a CIPR could provide, but may not need substantial longevity protection, as this would be provided to a greater degree by the Age Pension. Someone who is not eligible for the Age Pension, however, would likely benefit both from a higher income and the greater certainty of income that a CIPR would deliver. The design of the CIPR may be different in each case.
The Government proposes to allow trustees to design up to three flagship CIPRs that are offered to members. Trustees could choose to either:
· offer a single flagship CIPR to all members; or
· offer a single flagship CIPR tailored to up to three different cohorts of members with different account balances (one flagship CIPR per cohort), provided the CIPRs are designed to be in the best interests of the cohort, compared with other products. 
At the time of offer, the trustee would need to give members the option to include a reversionary benefit in the CIPR. The option to include a reversionary benefit would not constitute a different CIPR. Offering a flagship CIPR or segmenting members into one of three different flagship CIPRs on the basis of their account balance alone would not constitute financial advice.
	A+ Retirement’s Flagship CIPR: ‘A+Plus’
The trustee for A+ Retirement designs a single flagship CIPR called A+Plus to be appropriate for most members. It would provide constant expected real income to members who retire at 65 by allocating 75 per cent of the member’s superannuation balance to a balanced investment ABP and the remaining 25 per cent to a deferred lifetime annuity (DLA) that commences at age 85. For every $100,000 invested in A+Plus, members could expect to receive $6,000 per year in income, for life, and have access to a lump sum of up to $15,000 at any time. 
In this case, A+ Retirement has chosen to offer a unisex CIPR (that is it has chosen not to offer a CIPR with slightly different underlying product allocations and expected annual income to males and females to reflect their different life expectancies). 
Felicity is a member of A+ Retirement who retirees at age 70 instead of 65. The underlying 75 per cent/25 per cent product allocations for a 65 year old would not provide constant expected income to a person who retires at age 70. As a result, the trustee offers Felicity the A+Plus CIPR with a higher proportion allocated to the DLA (perhaps 30 per cent) and a lower proportion allocated to the ABP (70 per cent) because the ABP only needs to provide income for 15 years, rather than 20. If A+ Retirement had not adjusted the underlying product allocations of its CIPR, Felicity would have experienced a reduction in expected income at age 85. The A+Plus CIPR is designed to provide Felicity with constant expected real income of $7,000 per year. This is still the same flagship CIPR.
A+ Retirement could similarly modify its A+Plus CIPR to provide constant expected income based on any characteristic that affects life expectancy and which can be reliably estimated. Characteristics could include gender, age, whether a member is a smoker or non-smoker, or whether the member is a blue or white collar worker. These modifications may result in adjusting the pricing of the DLA (but not substituting the DLA with a different product). Modifying the A+Plus CIPR on this basis would not constitute a different CIPR.
Before offering A+Plus to Felicity, the trustee could not replace the balanced investment ABP with a conservative investment ABP to reflect Felicity’s investment choice in the accumulation phase. Similarly, the trustee could not change the deferral period on the DLA to commence at age 90 and suggest Felicity rely on the ABP for a longer period. Changing either the underlying investment strategy (from balanced to conservative) or the strategy to manage longevity risk (through delaying the commencement of the DLA) would mean the product is a different CIPR or retirement income product. However, the trustee could offer either of these changes through personal financial advice or at Felicity’s request after A+Plus was offered to her.


The offer of a CIPR would be accompanied by appropriate disclosure. CIPRs outside the flagship CIPRs offered by the fund could be offered through personal financial advice, including intra-fund advice.
5. Third party products
Trustees can fulfil their obligation in part or in full by using a third party.
For the avoidance of doubt, trustees may choose to offer a CIPR that is developed and/or offered in part or in full by a third party where that is in the best interests of their members.
The Government understands that it may not always be in the best interests of the members for trustees to develop and offer a CIPR in-house. It may be more cost effective to offer members a CIPR that has been developed and/or offered in part or in full by a third party.
Trustees that consider it may not be in the best interests of their members to develop a CIPR in-house should still offer a flagship CIPR to their members. These members are as likely to benefit from a CIPR as members of funds that develop CIPRs in-house.
6. Consent
Consent should be required for a CIPR to commence.
While trustees would have to offer members a CIPR, the Government does not propose to require members to accept the CIPR offered. Members would need to explicitly indicate that they were willing to accept the CIPR in order for it to commence.
The Government proposes to require explicit consent of members for the CIPR to commence, consistent with the aim of providing greater freedom and choice to individuals at retirement. Each member should have the opportunity to choose the retirement income product they want. Nevertheless, it should not be onerous for members to accept a CIPR offered to them.
7. Offering an alternative retirement income product through advice
Trustees may offer an alternate CIPR or another retirement income product to a particular person or cohort of people through any form of personal financial advice, including scaled personal advice, intra-fund advice, or full financial planning.
The Government recognises that the specific preferences and characteristics of an individual member may affect their optimal retirement income solution. Obtaining this personalised information about the member may result in the trustee or other adviser being able to offer better or more tailored retirement income products.
A trustee may use reliable information about a person’s circumstances, gathered through personal financial advice, to offer an alternate CIPR or other retirement income product if that product would be in the best interests of the member, compared with the flagship CIPR the member would have been offered had they not received personal advice. 
If the trustee offers the member a product that is not a flagship CIPR, the trustee should ensure the alternative retirement income product is in the best interests of the member compared with the flagship CIPR the member would have been offered had they not received personal advice. The same requirements would apply if advice is provided by an independent financial adviser.
Members may seek personal financial advice at any time. This advice would consider a broader range of the member’s personal circumstances than would otherwise be available to a trustee. Trustees may choose to offer scaled personal advice, intra-fund advice, or financial planning services to help direct members toward an appropriate retirement income product or to tailor a retirement income solution for that individual. 
For example, the factors that a trustee or other adviser may take into account in assessing the suitability of an alternative retirement income product for a person could include:
· age;
· marital/spousal status;
· factors affecting Age Pension eligibility;
· that person’s express preferences;
· that person’s health or life expectancy based on family history;
· other superannuation accounts;
· outstanding debts; and
· other factors that are directly relevant to the choice between alternative products.
To support trustees guiding members into products that are better suited to the member’s circumstances, regulations would clarify a limited range of factors that are classified as scaled personal advice or intra-fund advice. Trustees would be able to recommend an alternative retirement income product to a member or cohort of members based on these factors. Provided all other regulatory requirements related to providing personal financial advice were met, trustees could rely on the relevant safe harbour (s 961B(2) of the Corporations Act 2001).
8. Exception for individuals for whom CIPRs are unsuitable 
Trustees may choose not to offer a CIPR at all to a particular person if the trustee has reliable information that a CIPR would not suit that person.
Only if the trustee has reliable information that a CIPR would be unsuitable for a person may they choose not to offer a CIPR. The decision not to offer a CIPR in the following circumstances would not be considered to be personal financial advice:
· knowledge that the person has a life-threatening or terminal illness; or
· knowledge that the person has less than $50,000 in superannuation assets in that fund.
A CIPR would most likely not be in the best interests of a person who has a terminal or life‑threatening illness. This is because people who have a life‑threatening or terminal illness are unlikely to have the same need for longevity protection if they have a short life expectancy. However, this would not preclude funds from offering CIPRs that include an impaired pooled lifetime income product. 
The Government also understands that a CIPR may have limited benefit to someone with a very low superannuation balance. In this case, the costs associated with the administration of the CIPR and the need for flexibility may outweigh the additional income benefits the CIPR could deliver and the Age Pension is likely to provide sufficient longevity protection.


[bookmark: _Toc511916784][bookmark: _Toc513718253]Future considerations
The following additional principles related to the retirement income covenant were identified by the advisory group, but will be fully explored and developed as part of the future work on the regulatory framework. However, areas of future work will not be limited to these issues.
Lifetime engagement
Trustees should engage with members about retirement early (from the point of joining the fund onwards) and continue to engage on an ongoing basis.
The retirement income framework should encourage trustees to engage with members from the point at which they enter the fund until the account has expired. This engagement could include providing generic retirement income information (including retirement income projections) on an ongoing basis.
Ongoing engagement would be expected to improve retirement income outcomes by ensuring members are better prepared for retirement and understand the range of different product options that are available to help them make the best use of their superannuation in retirement. Improved engagement would also help trustees to better understand their members, leading to improved member services.
Legacy products
An approach for managing legacy retirement income products and issues related to these legacy products should form part of the framework.
Treasury should work with regulators (ASIC and APRA) to ensure the legislative and regulatory frameworks include provisions about how legacy retirement income products should be managed. 
Once those frameworks are established, any new retirement income products should be required to incorporate a plan for how the product would be treated should the product prove to be unviable or if the fund itself is wound up or rolled into another fund.
A clear plan for retirement income products is important to both protect consumers and minimise complexity and costs ultimately borne by members.
Safe harbour
Trustees could qualify for a safe harbour, in limited circumstances, provided they act diligently and comply with all relevant legal obligations in designing and offering a CIPR. 
The framework could provide a safe harbour in the form of a statutory defence to claims for loss or damage arising from the design, offer and ongoing management of a CIPR provided that various regulatory requirements were met. The safe harbour would not exempt trustees or advisers from their obligations to act in the best interests of a particular member in relation to personal financial advice. 
The Government understands that trustees are concerned they may be open to claims for loss or damage if, for example, a member accepts a CIPR offer but later changes their mind or dies before life expectancy.
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	ABP
	Account-based pension

	APRA
	Australian Prudential Regulation Authority

	ASIC
	Australian Securities and Investments Commission

	CIPR
	Comprehensive Income Products for Retirement

	DLA
	Deferred lifetime annuity

	MP
	Member of Parliament

	SIS Act
	Superannuation Industry (Supervision) Act 1993
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	Account-based pension (ABP)
	An individual investment account set up with superannuation benefits from which a retiree draws a regular income. Also known as an allocated pension.

	Age Pension
	Government income support paid to eligible Australians who have reached retirement age.

	Alternate CIPR
	A CIPR that is not a flagship CIPR.

	Annuity
	A regular guaranteed payment that is made to a person for life or for a fixed number of years by a life insurer.

	Comprehensive Income Product for Retirement (CIPR)
	A composite retirement income product that meets certification requirements.

	Efficient (income)
	Efficiency refers to the level of income relative to the amount of superannuation invested in the product. For a given investment, a product that delivers higher income will be more efficient.

	Flagship CIPR
	A CIPR that is designed to be appropriate for the majority or large cohorts of members of a fund. A trustee may have a maximum of three flagship CIPRs.

	Deferred life annuity (DLA)
	A form of annuity where the commencement of payments is delayed for a set amount of time after purchase.

	Group self-annuitisation product 
	A retirement income product where members invest capital into a pool and regular income is paid from the pool to surviving members. The income stream is subject to investment risk/performance and the longevity experience of the pool. The product is not capital-backed (not guaranteed).

	Income
	Income in this context is likely to include both investment earnings, some drawdown of capital and payouts from pooled lifetime income products. It is the total combined amount of cash a person receives each year from a retirement income product.

	Inflation risk
	The risk that inflation will undermine the purchasing power of future income.

	Investment risk
	The risk that the return on an investment is lower than expected.

	Legacy product
	A product that is no longer open to new accounts but in which people retain accounts. 

	Longevity risk
	The uncertainty about how long an individual will live. For an individual, it is the risk of outliving their savings.

	Personal financial advice
	A recommendation or statement of opinion directed to a person where the adviser has considered one or more of the client’s objectives, financial situation or needs.
The advice is intended to (or could be reasonably regarded as intended to) influence the person’s decision about financial products or their interest in financial products. 
Scaled personal advice is personal financial advice that is limited in scope. 
Intra-fund advice is personal financial advice that is limited in scope to the person’s interest in the fund.

	Pooled lifetime income product
	A product in which participants contribute funds to a pool that is invested in financial assets and distributed according to an individual’s share in the pool. Annuities, group self-annuitisation products and collective defined contribution schemes are all examples of pooled lifetime income products.

	Safe harbour 
	Protection from legal liability, in the form of a defence or deemed compliance with the law.
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The following charts illustrate total retirement income outcomes from a range of different retirement income products following changes to the Age Pension means test treatment announced in the 2018-19 Budget. Total income includes income both from the Age Pension and from the retirement income product. 
The products have not been customised for individual circumstances, but instead demonstrate potential expected outcomes for individuals in different circumstances from a ‘Flagship CIPR’ offered by their trustee, without further engagement by the individual. The scenarios model the outcomes for an individual who retires at age 65 and include:
CIPR (standard DLA): 20 per cent of the individual’s balance at retirement is allocated to a DLA, 80 per cent is placed in an ABP with an efficient drawdown profile.
CIPR (higher flexibility): $50,000 (12 per cent) of the individual’s balance is placed in a cash account to provide higher access to capital, 18 per cent of the balance is allocated to a DLA and 70 per cent placed in an ABP with an efficient drawdown profile.
ABP (minimum drawdown): 100 per cent of the individual’s balance is placed in an ABP and drawn down at minimum rates.
ABP (6 per cent drawdown): 100 per cent of the individual’s balance is placed in an ABP and drawn down at an initial rate of 6 per cent, reverting to the minimum drawdown rate after 10 years.


Scenario 1: Income from $100,000 superannuation balance

Scenario 2: Income from $400,000 superannuation balance, non-homeowner

Scenario 3: Income from $400,000 superannuation balance, homeowner

CIPR (basic DLA)	28238.078527431429	28351.514624992407	28465.504069370752	28580.049559819239	28695.153808757721	28810.819541837365	28927.049498005203	29043.846429568977	29161.213102262333	29279.152295310294	29397.666801495066	29516.759427222209	29636.432992587041	29756.690331441459	29877.534291461026	29998.96773421238	30120.993535221074	30243.614584039562	30366.833784315699	30490.654053861475	30615.078324722119	30740.109543245489	30865.750670151901	30992.004680604197	31118.874564278216	31246.363325433573	31374.473982984804	31503.209570572872	31632.573136636976	31762.567744486758	31893.196472374842	32024.462413569679	32156.368676428898	32288.918384472789	32422.114676458357	32555.960706453614	ABP (minimum drawdown)	65	66	67	68	69	70	71	72	73	74	75	76	77	78	79	80	81	82	83	84	85	86	87	88	89	90	91	92	93	94	95	96	97	98	99	100	28254.399999999998	28228.244634146344	28206.539770441701	28189.179306215668	28176.060189528856	28167.082334433522	28162.148538602101	28161.164403257495	28164.038255340925	28170.681071854844	28934.41003277151	28881.045260778268	28834.84080433409	28795.548489285677	28762.929731442451	29356.999498728328	29268.959589414124	29191.678573037141	29124.66760386778	29067.461642734663	29987.680736985567	29812.790512871317	29659.159203253133	29525.368139513728	29410.09654494912	29989.765906875684	29785.000042063344	29610.589283772879	29463.881391366464	29342.46129071575	29880.842243192183	29655.51883064094	29473.630115070158	29330.043456580795	29220.242574731099	29140.253580990666	ABP (6% drawdown)	29254.399999999998	29138.931707317071	29032.749631430339	28935.52330621297	28846.934989208235	28766.67917677874	28694.462137755836	28630.001464883444	28573.02564337739	28523.273635947324	28480.494483653187	28444.446921992138	28414.89901163485	28391.627783252392	28374.418895896073	28921.029158685258	28854.082876767316	28796.874911210933	28748.965795017211	28709.937478645923	29550.24729373524	29405.473508660103	29279.885180016976	29172.206392730506	29081.249295335831	29615.513202493858	29444.172942083627	29300.202449635082	29181.216113834784	29085.04167643343	29582.47842396445	29392.96172613039	29242.582552710239	29126.723968532755	29041.323508033824	28982.806635126526	CIPR (basic DLA)	65	66	67	68	69	70	71	72	73	74	75	76	77	78	79	80	81	82	83	84	85	86	87	88	89	90	91	92	93	94	95	96	97	98	99	100	40495.533741583582	40818.313220879863	41146.512004134813	41480.245894434272	41819.633337005638	42164.795480389679	42515.856239033135	42872.942357334949	43236.183475180034	43605.712194995082	43981.664150361801	44364.17807622382	44587.468574881335	44707.725913735747	44828.569873755318	44950.003316506671	45072.029117515362	45194.650166333857	45317.869366609986	45441.689636155759	41769.699674098694	41894.730892622072	42020.372019528484	42146.626029980776	42273.495913654791	42400.984674810155	42529.095332361379	42657.830919949447	42787.194486013555	42917.189093863337	43047.817821751421	43179.083762946262	43310.990025805477	43443.539733849364	43576.736025834936	43710.582055830193	CIPR (high flexibility)	39472.954523885637	39749.749007294267	40031.837893266973	40319.311058050764	40612.260978945516	40910.78278082444	41214.974284068623	41524.936053940546	41840.771451422028	42162.586685542759	42490.490867226676	42824.596064683981	43165.017360377467	43394.694760457714	43486.78730314954	43580.170582654304	43674.83037073951	43770.75287036434	43867.924705573489	43966.332911639285	40750.108934142554	40857.46462230874	40965.861329354469	41075.291515552453	41185.747912149091	41297.223515180165	41409.711579439419	41523.205612596299	41637.699369459238	41753.186846381046	41869.662275802824	41987.120120932959	42105.55507055833	42224.962033983844	42345.336136097816	42466.672712559804	ABP (minimum drawdown)	65	66	67	68	69	70	71	72	73	74	75	76	77	78	79	80	81	82	83	84	85	86	87	88	89	90	91	92	93	94	95	96	97	98	99	100	39314.899999999994	39051.439146341465	38799.053958895747	38557.453371723037	38326.354533473219	38105.48257848042	37894.570404250262	37693.358455161404	37501.594512207965	37319.033488614012	40159.051736961599	39775.143619337628	39411.006287759519	39065.910469397335	38739.154835650421	40911.042246333614	40387.866222779106	39896.502357068654	39435.443179762187	39003.254312222787	42470.820655179465	41612.776033946182	40823.024174466424	40076.494098536612	39234.798069256132	41171.009233496312	39967.613801593259	38883.764005667203	37908.841737849216	37033.177511697017	38794.815137938494	37499.723664149016	36376.450013288239	35404.454255199118	34565.661851843623	33844.16778689612	CIPR (basic DLA)	65	66	67	68	69	70	71	72	73	74	75	76	77	78	79	80	81	82	83	84	85	86	87	88	89	90	91	92	93	94	95	96	97	98	99	100	34173.779802892815	35379.5823898503	36607.160326267651	37857.111273006987	39130.044253340537	40426.579977302958	41747.351172106632	42872.942357334949	43236.183475180034	43605.712194995082	43981.664150361801	44364.17807622382	44587.468574881335	44707.725913735747	44828.569873755318	44950.003316506671	45072.029117515362	45194.650166333857	45317.869366609986	45441.689636155759	41769.699674098694	41894.730892622072	42020.372019528484	42146.626029980776	42273.495913654791	42400.984674810155	42529.095332361379	42657.830919949447	42787.194486013555	42917.189093863337	43047.817821751421	43179.083762946262	43310.990025805477	43443.539733849364	43576.736025834936	43710.582055830193	CIPR (high flexibility)	33007.919827531216	34132.664408192177	35275.178226888114	36436.017583087159	37615.747914919295	38814.944102629175	40034.19077685487	41274.082631899146	41840.771451422028	42162.586685542759	42490.490867226676	42824.596064683981	43165.017360377467	43394.694760457714	43486.78730314954	43580.170582654304	43674.83037073951	43770.75287036434	43867.924705573489	43966.332911639285	40750.108934142554	40857.46462230874	40965.861329354469	41075.291515552453	41185.747912149091	41297.223515180165	41409.711579439419	41523.205612596299	41637.699369459238	41753.186846381046	41869.662275802824	41987.120120932959	42105.55507055833	42224.962033983844	42345.336136097816	42466.672712559804	ABP (minimum drawdown)	65	66	67	68	69	70	71	72	73	74	75	76	77	78	79	80	81	82	83	84	85	86	87	88	89	90	91	92	93	94	95	96	97	98	99	100	31846.899999999998	32273.020975609761	32690.965670093989	33100.9804990134	33503.305086952547	33898.172457544133	34285.809218190305	34666.435739628854	35040.266330488448	35407.509406972662	38781.982163614186	39108.023666605775	39411.006287759519	39065.910469397335	38739.154835650421	40911.042246333614	40387.866222779106	39896.502357068654	39435.443179762187	39003.254312222787	42470.820655179465	41612.776033946182	40823.024174466424	40076.494098536612	39234.798069256132	41171.009233496312	39967.613801593259	38883.764005667203	37908.841737849216	37033.177511697017	38794.815137938494	37499.723664149016	36376.450013288239	35404.454255199118	34565.661851843623	33844.16778689612	
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