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Increased death benefits 
The potential for anti-detriment payments

By Martin Breckon Technical Marketing Manager, Aviva Techpoint 

 What are “aNti–detrimeNt beNefits”?
On the death of a superannuation fund member, certain death benefit recipients 
may be eligible to receive a top-up amount on their share of the benefit amount of 
account balance and any insurance. This is, effectively, a contribution tax refund, 
and is referred to as an “anti-detriment payment”.

However, not all super funds pay anti-detriment benefits.

backgrouNd
Superannuation funds have only had to pay tax on deductible contributions 
from July 1988. The then Labor Government had become concerned that the 
revenue flowing from ETP tax was not meeting its expectations, following the 
introduction of  that tax from 1 July 1983, and brought forward 15 per cent of 
it. This 15 per cent is the tax we are familiar with, on these contributions and on 
fund investment earnings.

However, some “grandfathering” was needed for benefits where the full pre-1988 
ETP tax didn’t apply:

❚ the 15 per cent tax on contributions is effectively compensated for in the 
taxation of pensions – ie the 15 per cent tax offset on assessable pension 
income; and

❚ the 15 per cent tax on contributions is effectively refunded when death 
benefits are paid to individuals who would have received the benefit tax-free 
before 1988 – “eligible dependants” in this paper.

The government then complicated matters further by taking the opportunity 
to increase the overall taxes for under 55s, and taxing death benefits to  
adult children.

Who is eligible to receiVe aN  
aNti-detrimeNt paymeNt?
Problems arise with the different definitions of dependants within tax law, and 
compared to superannuation law.

Superannuation law governs who can be paid a death benefit.

Tax law governs which of those will have to pay tax on that benefit they receive, 
and which of those can be paid an anti-detriment payment.

Consequently, children aged 18 years and over, who were not financial dependants, 
or meet the interdependency relationship test with the deceased member, cross 
over these last two categories. 
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That is:

❚ Children of the deceased member of any age are eligible 
to receive a death benefit, under superannuation law.

❚ Children over 18* are eligible to be paid an 
anti-detriment payment as part of such benefits. 

❚ But they do not receive concessional tax treatment on 
death benefits they receive, so tax is payable on the 
base benefit amount, and any additional anti-detriment 
amount (as for an ordinary ETP except that there is 
no tax-free threshold and post-1983 taxed benefits are 
taxed at 15 per cent (plus Medicare Levy if applicable) 
regardless of age).

Interdependent relationship dependants can’t get the  
anti-detriment payment – the concept wasn’t around when 
contributions tax was introduced in 1988, so they haven’t been 
added to the dependants who are eligible for it.

Table 1 illustrates who may receive an anti-detriment payment. 

do all superaNNuatioN fuNd death 
beNefits qualify for aNti-detrimeNt 
paymeNts?
Most superannuation interests
Where contributions have accumulated to provide a benefit for 
the deceased member, without any insurance, or a combination 
of investment and life cover, anti-detriment amounts may be 
added to the amounts of the death benefit paid to eligible 
beneficiaries. 

Insurance only superannuation members
The ATO has advised that where 100 per cent of contributions 
for a member are used to pay premiums for insurance, as there 
has been no contributions tax paid to reduce the benefit, it 
would be inappropriate for an anti-detriment amount to  
be available.

Several interests in one superannuation fund
Where the deceased member held multiple interests in a 
superannuation fund, for example, in several products under 
the fund – one of which was insurance-only – anti-detriment 
payments may be applied to the total death benefit, equal to 
the total of all benefits in the fund, as long as one of them was 
an accumulation amount.

Pensions
The basic principal to be applied is that an anti-detriment 
benefit can only be paid out when a death benefit ETP is paid.  
Consequently, where death benefits are paid as a pension, no 
anti-detriment amount is payable as no death benefit ETP has 
been paid. 

A death benefit pensioner can elect to make a commutation 
from the pension.

❚ If this is requested within six months of death 
or three months of probate, the benefit paid is a 
death benefit ETP and anti detriment can be paid.  
Note that death benefit ETPs made within this period 
cannot be rolled over to a new pension and so must be 
taken as a lump sum.

❚ Commutations made outside this “six month/three 
month” rule are personal ETPs for the recipient.

hoW does it Work?
A continuously complying superannuation fund can claim a 
deduction for anti-detriment payments made on the death of 
a member, under the provisions of section 279D of the Income 
Tax Assessments Act 1936.

But the payment must be made by the fund before it can use 
the resulting deduction to reduce its tax bill. This requirement 
imposes cash flow problems.

Where a fund makes a death benefit payment to a deceased 
member’s eligible dependants, or to the trustee of the deceased 
member’s estate where the benefits will flow through to 
eligible dependants, the fund may increase the death benefit 
payment to the amount that would have been available if tax 
had not been imposed on the fund in respect of the deceased 
member’s superannuation. 

This means the fund is paying a death benefit as if the deceased 
member had not had to pay any contributions tax.  

TABle 1. AnTi - deTriMenT PAyMenT

 receive  receive Pay tax on benefit 
relationship benefit?  anti-detriment? and anti-detriment?

spouse, Yes Yes No 
de facto

Former Yes, Yes No 
spouse  if financial  ( if receving   
                 or “IR”  a death 
 dependatnt benefit)

Child under 18 Yes Yes No

Child age 18 or Yes Yes Yes* 
older (and not 
financial or IR 
dependant

Interdependency Yes No No 
relationship (“IR”) 
dependant

Financial dependant Yes Yes No

Parts of death benefits paid to the deceased’s estate may qualify for the tax 
concession and/or an anti-detriment payment, if the executor establishes that 
the amount has passed through the estate to a recipient listed above.
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The fund’s problem is two-fold:

❚ the contributions tax (and fund earnings tax) has been 
deducted; and

❚ the deducted contributions tax (net of any deductions) 
has been remitted to the ATO.

To offset this extra payment the super fund is then permitted 
to claim a tax deduction to a level that exactly offsets the anti– 
detriment amount. The deduction is calculated as follows:

Tax deduction    =    Anti–detriment amount

            0.15 

So, a fund which pays the anti-detriment amount may claim 
a deduction from its assessable income in the income year in 
which the payment is made. Any surplus deductions can be 
carried forward to subsequent financial years.

Many large funds finance anti-detriment amounts by drawing 
on a general reserve account, but this can be a problem even for 
large funds where asset values are fully allocated to members.

If the recipient is the trustee of the deceased member’s estate, 
the deduction allowable is only so much of the amount (as 
calculated) “as the Commissioner considers appropriate”, 
having regard to the extent to which the dependants of the 
deceased member may reasonably be expected to benefit from 
the estate. A trustee, however, must only pay anti-detriment 
amounts to an estate where it is satisfied the beneficiaries in 
relation to the superannuation benefits paid from the estate are 
beneficiaries that would have been eligible for anti-detriment 
amounts had the benefit been paid directly to them from 
the fund.

Most trust deeds do not impose an explicit requirement 
on the trustee to increase death benefit payments for the  
anti-detriment amount and claim the corresponding deduction. 
However, trustees are required to consider whether they 
should do so under general trust duties, that is, to act in the 
best interests of all members, having regard to the particular 
circumstances of the fund. 

formula for calculatiNg  
aNti–detrimeNt beNefits
The way to calculate the amounts of anti-detriment payments 
is not set out in taxation law or regulation, but only indicated 
in the Explanatory Memorandum for the 1988 amendment 
that introduced the feature.

The “EM” indicated one of two methods for calculating the 
anti-detriment amount for accumulation style superannuation 
funds:

❚ The Audit Method; and

❚ The Formula Method

Trustees may calculate both methods, and use the result 
which gives the larger amount.

Audit Method
Involves determining the actual amounts of tax deducted 
from the deceased members account within the fund, net of 
credits for the effect of insurance premiums and deductible 
fund expenses. 

The problem with this method is that NO contributions tax 
history can be transferred over with a roll-over or transfer 
from another fund.

Formula Method
With so many members rolling over benefits from one fund to 
another, the Formula Method gives the better result in most 
cases.  It attempts to calculate the potential contributions tax 
paid in respect of the member, to accumulate the death benefit, 
whether in the current super fund and previous super funds.

The formula is:

    0.15P                 T

 T – 0.15P            T + Future service days        
              

Where:

T = the total eligible service days of the deceased up until 
death (this amount includes any accruals from ETPs rolled 
into the super fund. 

P = the number of days in component T that occur after 30 
June 1988

A = the amount of the death benefit that would be payable, 
less the undeducted contributions or capital gains tax exempt 
components (as defined in SS27A(1)).

Future service days  =  the days from date of death to the 
deceased member’s last retirement, generally age 65.

example usiNg the tWo  
differeNt formula
The deceased 64 year old client is in an appropriate super 
fund

Date of birth   11 April 1942

Date of death    23 June 2006

Death benefit  100 per cent to spouse

ESP start date  2 September 1986

Super account balance = $359,829.44 

(includes $64,411.78 undeducted contributions).

Contributions tax deducted by Navigator = $7,969.34

x A x
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What would his spouse receive as a death benefit?
Audit anti-detriment payment?  
$7,969.34 (contributions tax paid)

Formula method anti-detriment payment?

T=days in the accrual period of the benefit. 
      2/9/1986 to 23/6/2006 
   = 7,235 days

P = days in component T after  
       30 June 1988  
    = 6,567 days

A = as per s279D, less UDC  
    = $359,829.44 - $64,411.78  
    = $295,417.66

Future service days = 23/6/2006 to 11/4/2007  
             = 293 days

                                
=   0.157608       x       $295,417.66      x       0.96107

=   $44,748.36 

Formula anti-detriment payment = $44,748.36

 
The Formula Method gives a substantially higher amount, 
which will be the amount paid. We would not be surprised 
to see that the deceased member had rolled over the bulk of 
his accumulated account balance not too many years before 
his death.

The spouse will receive:

Original super account balance:  $359,829.44 

Plus anti-detriment payment:     $44,748.36

New total death benefit:  $404,577.80

This equates to a 12.44 per cent increase in the benefit 
received.

reasoNable beNefit implicatioNs
Under current legislation death benefit ETPs paid to 
dependants are tax-free up to the pension RBL ($1,356,291 
for 2006/07).

Anti-detriment amounts form part of the death benefit ETP. 
If an anti detriment payment pushed the claim over the pension 
RBL, the amount above would be treated as excessive benefits 
and taxed accordingly. 

(Do not forget the deceased could have had previously taken 
benefits so the full $1,356,291 (2006/07) may not apply for the 
death benefit ETP).

As from 1 July 2007 it is proposed the RBL system will be 
abolished and death benefits paid to a dependant will be tax– 
free with no upper limit. 

complexities for self–maNaged  
super fuNds
❚ Cash flow – there may be insufficient unallocated assets 

in the fund at the time of death to provide the cash to pay 
the anti-detriment amount out. Other members’ accounts 
cannot be drawn from, and holding of unallocated 
monies is severely restricted.

❚ Trust deed – lack of or inappropriate reserve account 
structures.

❚ Scale – the SMSF does not have sufficient taxable fund 
income to (fully) utilise the deduction available, for 
instance a single member fund, or a husband and wife 
fund with both in pension phase.

example of the self–maNaged   
super fuNd issue
The above 64 year old client is in an SMSF and everything is 
the same. 

Super account balance = $359,829.44  ($64,411.78 UDC).

The spouse of the 64 years old deceased client is eligible to 
receive:

Original super account balance:  $359,829.44 

Plus anti-detriment payment:     $44,748.36

New total death benefit:  $404,577.80

Ignoring how the additional $44,748.36 is funded in the first 
instance to pay it from the fund, to recover the additional 
payment a deduction of $298,322.40 must be utilised:

$44,748.36 / 15 per cent = $298,322.40

In other words, the fund needs to derive $298,322.40 in 
assessable fund income (before considering use of any other 
deductions).

This may take many years for the SMSF to recover, particularly 
as the majority of SMSFs are one or two member funds.

x $295,417.66 x
(0.15 x 6,567)

(7,235 + 293)7,235 - (0.15 x 6,567)

7,235


