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INSURING FOR THE FUTURE
Greg Cook

S
am, 49, and his wife Lisa, 46, were feeling the pressure 
to provide for the future of their four dependent kids, 
aged between 8 and 15, without sacrificing their 
current financial position.

With a steady annual income between Sam and 
Lisa of around $370,000, the couple decided to 
take some risks to better their financial position and 

invest in the children’s future.
Before seeking out a financial planner, Sam and Lisa decided 

their focus included finding the best super product with ease of 
management for any super splitting between the couple, benefit from 
a government co-contribution for Lisa and reduce tax where possible.

Primarily they also wanted to commence a regular investment plan 
primarily for their children, a tax effective long term investment.

The couple met with financial planner Greg Cook, from Eureka 
Financial Group, to discuss these options.

“Right from our first meeting Sam and Lisa were clear that they 
wanted not only to build wealth, but also understand how this could 
be achieved,” said Cook.

“They wanted to reduce debt and understand how to do this 
without compromising their wealth creation plans.”

Financial situation before advice
During the first meeting, Cook established that Sam and Lisa had no 
intention of selling the family home in the foreseeable future but they 
wanted to explore their position in other ways through super and 
investments for the children.

Table 1: What the clients wanted to achieve

Objective Detail When

 Reduce tax You would like to reduce tax where possible Now

 Move your super  You would like your super funds reviewed but would 

 to another fund not currently like to be actively involved in managing it,  

 and are interested in more cost effective products if possible Now

 Review your personal  This is of significant importance to you, and you seek to have 

 insurance needs any recommended cover funded by your insurance where possible Now

 Commence a regular  Primarily for your children, a tax effective long term investment 

 investment plan  Ongoing

 Build your wealth You would like to know how this can be achieved.  

 You are very much focussed by seeing likely future outcomes Ongoing

 Reduce debt You would like to know how this can be achieved without  

 compromising your wealth creation plans Ongoing

Table 2: Financial position summary

Assets and liabilities     Amount

Lifestyle assets $2,067,000

Investment assets $15,000

Superannuation/Pension assets $333,181

Total assets $2,415,181

Total liabilities ($300,000)

Net worth $2,115,181

Greg cook, Eureka Financial Group

Greg Cook is the managing director and 
co-founder of Eureka. He has been a 
Certified Financial Planner since 1998. 
In 2008 Cook was made a Fellow of the 
FPA and in 2010 he also qualified as a life 
risk specialist and became a member of 

the FPA’s Conduct Review Commission. In 2011, Eureka was 
Financial Wisdom’s Practice of the Year, and Cook received 
the FPA’s Best Practice award for the Sydney Chapter. Cook 
was the FPA national conference chair for 2010 and 2011, and 
is the former chair of the Financial Wisdom Adviser Forum..
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Recommendations
“During our discussions, I asked Sam and Lisa a number 
of questions designed to help me understand their risk 
profile and determine what type of investor they are. I 
ultimately determined that Sam had an aggressive profile 
whereas Lisa was moderate.”

Using this information, Cook first tackled the couple’s 
super changes by recommending Sam roll his super over 
into a different product, and then split his superannuation 
contributions with Lisa.

Cook also recommended that Sam salary sacrifice an 
additional $25,000 pa into super as he is turning 50 this 
year and will now have a concessional contribution cap of 
$50,000 pa. The additional tax saving here is $7,875 pa.

Cook also recommended that Sam salary sacrifice an 
additional $25,000 pa into super as he is turning 50 this 
year and will now have a concessional contribution cap of 
$50,000 pa. The additional tax saving here is $7,875 pa.

“Although it’s far from certain, the government has 
proposed to maintain a higher concessional cap for 
people over 50 and with less than $500,000 in super. 
With this in mind, I have recommended that Sam split 
his concessional contributions with Lisa, potentially to 
enable him to keep clear of a super balance of $500,000 
for many years, whilst at the same time building up 
Lisa’s super.

“As part of my advice involved splitting Sam’s super 
to Lisa, I have maintained the original asset allocation of 
these funds even after moving them into Lisa’s super,” 
said Cook.

Cook then recommended that Lisa open a new 
account through the same provider to accept Sam’s super 
that he is splitting with her. Lisa would also keep her 
existing super fund to continue receiving her employer 
contributions into this account.

“In addition, I recommended that Lisa make another 
personal (non-concessional) contribution of $1,000 pa to 
superannuation to potentially gain access to a government 
co-contribution which I also offered to arrange for their 
children too once they commence part-time work.”

Insurance
As Sam and Lisa wanted to protect their children in the 
future and ensure that adequate policies were in place, 
Cook decided they should both upgrade their current 
insurance across several areas.

Sam was encouraged to take out life and TPD cover 
of $2,135,000 through a total plan that was linked to his 
new super account. The first year’s premiums of $8,195 
would be paid from the super account. In addition, it 
was also suggested Sam take out income protection 
insurance which provides a monthly benefit of $19,687, 
with a 90 day wait and a benefit to age 65 through the 
same total plan.

“As an interim measure, I also recommended Sam 
transfer $700,000 in life and TPD and $9,000 per 
month in income protection cover with a 90 day wait and 

a benefit for up to 2 years via the recommended super 
fund. This step is being recommended in the unlikely 
event that he would be unable to obtain insurance via the 
product provider.”

The entire family was also recommended to get take 
out trauma cover of $250,000 (Sam), and $100,000 
(Lisa and the children) through the same total plan.

“This premium is paid personally with after-tax 
dollars. Claim payments are not taxable.”

It was also suggested that Lisa increase her existing 
life and TPD cover currently held in her existing super 
account to $750,000 and take out income protection 
insurance through the same super account which 
provides a monthly benefit of $2,500, with a 90 day wait 
and a benefit to age 65.

“Term Life and TPD cover will provide them with 
peace of mind in knowing that their current liabilities 
will be extinguished in the event of death or in the event 
that they become totally disabled, so as not to provide 
financial burden to the family, as well as providing a 
lump sum from which a risk free income stream can 
be generated.

For Sam and Lisa, Income Protection Cover offers a 
financial safety net of a maximum of 75% of their current 
salaries of $315,000 pa and $40,000 pa to maintain their 
current standard of living in the event that either of them 
are unable to work for an extended period of time.

With only $300,000 in liabilities, Cook said he 
recommended Sam take out $2 million in life insurance 
as Sam wished to replace his future earning capacity for 
a period 10 yrs for his family to maintain their standard 
of living.

“For example, the youngest child was only 8years of 
age with future private school fees etc. This requires a 
significant lump sum.”

Investment strategy
Looking ahead for their children, Sam and Lisa were 
aware that now was the ideal time to invest in their future.

“Sam and Lisa were very clear that they were looking 
for smart investment advice from me on how they could 
prepare for their kids future without having to cut back 
too much in the present,” said Cook.

Accordingly, Cook recommended that Sam and Lisa, 
invest around $16,000 in an investment bond, equating 
to $4,000 for each child.

“I also suggested they contribute a further $200 per 
month into each of these four accounts.

“An investment bond is a simple and tax-effective 
way of investing your money. There is a wide choice of 
investment options available and they could nominate 
beneficiaries to automatically receive the proceeds tax 
free in the event of death.”

With the children as the beneficial owner of the 
investment, and as their marginal tax rates are 45%, they 
will pay tax at a lower rate in an investment bond than if 
you had invested directly on behalf of them.

The quote

Cook first tackled the 
couple’s super changes 
by recommending 
Sam roll his 
super over into a 
different product, 
and then split his 
superannuation 
contributions  
with Lisa.
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“Repaying the outstanding mortgage sooner will mean 
Sam and Lisa can be debt-free in retirement and not have 
to worry about the burden of making loan repayments 
once they have ceased employment. Of course, this 
means their disposable income will be impacted but they 
agreed it was worthwhile.”

There are no tax implications with this approach but 
they will need to refer to the loan contract to ensure that 
check they will be able to repay the mortgage early, if they 
can contribute lump sums and whether they would incur 
penalties or fees as a result of paying down the mortgage.

“Increasing the equity in the home provides the 
opportunity to use the home as security for further 
lending and investment opportunities, which is always 
something to consider.”

Fee structure
Cook, Sam and Lisa agreed to continue with 
structured ongoing advice to ensure the recommended 
strategies remain relevant to objectives and changing 
circumstances.

Of this, $4,400 is the agreed one-off adviser service 
fee. The net cost of this fee, after taking into account a 
75% refund of GST and also the tax deductibility of this 
advice, is approximately $3,520, which can be deducted 
from Sam’s recommended super account.

“We have also agreed on a first year Ongoing Advice 
fee of $2,200, which can be paid in the same way. The 
balance represents the first year’s insurance premiums 
for the recommended cover, which predominantly will 
be funded by their respective super accounts.”

Note, Sam’s current insurance premiums of $2,886 
pa will be discontinued, as well as a superannuation 
management fee saving.

“I recommended replacement insurance cover 
through the new super product for their existing 
insurance cover as an interim step and has been 
recommended in the unlikely event that you are unable 
to obtain insurance cover. The annualised premium for 
this cover is $3,257.” fs

In terms of the couple’s focus to reduce tax, Cook said 
the investment bond for the four children has a maximum 
internal tax rate for this type of investment of 30%, which 
is less than the tax on income of minors of 45%.

Earnings are taxed at the life insurance company rate 
of 30% (less any applicable franking credits) and then 
automatically reinvested into the bond. Additionally, 
there are no tax implications, unless a withdrawal is 
made within the first ten years.

“If you make a withdrawal within 10 years, you 
will have to declare the earnings in your tax return. 
Depending on when you make a withdrawal, some or all 
of the earnings component will be taxed. However, a life 
insurance policy tax offset of 30% will apply.”

However, subsequent investments made into the 
bond should not exceed 125% of the previous year’s 
investment. If Sam and Lisa do exceed 125%, the 10-
year tax-effective period will begin again.

“The alternative to this was investing in managed 
funds or term deposits, but tax of up to 45% will be 
incurred on the earnings.”

With a $15,000 share portfolio already, it became 
a question of the appropriate ownership structure – 
continuing to build a direct share portfolio in Sam’s own 
name would not be tax effective (CGT payable later).

Sam and Lisa also said they preferred not to have 
direct control, so a low cost wholesale managed product 
made sense.

Mortgage solutions
As Sam and Lisa’s mortgage is a non-deductible loan, 
Cook determined it is an ‘inefficient’ debt, as it does not 
provide any tax concessions. As such, it is wise to repay 
this liability as quickly as possible.

“Accordingly, I recommended they direct any surplus 
cashflow to their mortgage.

Sam and Lisa currently contribute $2,750 per fortnight 
towards the home loan and have redraw of $47,000 available. 
This strategy can increase the redraw amount, and reduce 
the interest component of the monthly repayments.

The quote

“Increasing the equity 
in the home provides 

the opportunity to use 
the home as security  

for further lending  
and investment 

opportunities, which  
is always something  

to consider.”


