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Golden
opportunity for 

planned retirement
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J ames, 54, and his wife Kate, 58, were moving into retire-
ment planning territory when volatile markets left them 

feeling un-confident about exploring superannuation and 
asset options on their own.  

they met with marc Smith, an executive financial plan-
ner with Westpac private Bank in Brisbane, to get his ad-
vice on how they could safely and successfully transition 
from the workforce into retirement.  

While the couple did not have a set age when they each 
planned to retire, James and Kate did mention that they 
were keen to have a specific and disciplined strategy in 
place with respect to their overall financial planning.

“they told me that they were really seeking some direc-
tion and some clarity as to how they should structure their 
finances going forward”, said marc.  

rather than diving straight into the numbers, marc ini-
tially focused on gaining an understanding of how James 
and Kate would like their ‘ideal life’ to look in retirement.

“they were considering moving to the Gold Coast to 
live, or at least use it as a location for a holiday home, to be 
closer to Kate’s children and also to enjoy their passions of 
golf and fitness. they also mentioned their desire to travel 
and see the world. James and Kate wanted their finances to 
start working for them to provide for this upcoming change 
of lifestyle.”

from a financial perspective, James and Kate told marc 
that they specifically wanted to pay off their remaining 
home loan (ideally before retirement), to look at retirement 
strategies and to understand, and better use, their superan-
nuation.  

this included checking their super investment mix, 
looking at alternative superannuation vehicles to house the 
funds and getting advice on the most appropriate level of 
super contributions.  they told marc that they believed 
they would need an after-tax income of about $70,000 pa 
in retirement.

James is an executive in the media industry and earns a 
gross income of $230,000 pa plus 9% super while Kate is 
employed as a sales consultant with a property development 
firm.  She earns a gross income of about $70,000 pa plus 
9% super.
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Uncertain about how to best structure 
their finances in a difficult climate, 
James and Kate* were preparing 
for retirement when they needed the 
help of financial planner, Marc Smith, 
who maximised their strategy and got 
them on the road to retirement.  

Marc Smith is an executive financial 
planner with Westpac Private Bank 
in Brisbane. Marc has extensive 
experience in the Financial Services 
industry, including over 14 years as a 
financial adviser, the past 10 of which 
have been with The Westpac Group.

He provides highly specialised 
strategic planning and wealth 
creation advice for Private Banking 
clients. In addition, he also provides 
advice to selected Sports & 
Entertainment clients through the 
Westpac Alpha offering.

Marc is a Certified Financial Planner 
and holds a Diploma in Financial 
Planning as well as a Bachelor of 
Economics Degree. He is also a 
member of the Financial Planning 
Association of Australia. 

He was recently awarded the 
‘Outstanding Wealth / Investment 
Advisor’ at the 2011 Australian Private 
Banking Awards.
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Table 1: James and Kate’s existing assets and liabilities:

Description Amount ($) Owner

ASSETS  

Lifestyle Assets  

Principal Residence 900,000 Kate

Sub Total 900,000 

Investment Assets  

Cash at Bank 50,000 James

Direct Share Portfolio 20,000 James

Investment Property 750,000 James

Sub Total 820,000 

Superannuation Assets  

Superannuation 150,000 Kate

Superannuation 820,000 James

Sub Total 970,000 

Total Assets 2,690,000 

LIABILITIES  

Home Loan 280,000 Kate

Total Liabilities 280,000 

NET WORTH 2,410,000 

Table 2: James and Kate’s current income and expenses:

cash flow Source James ($) Kate ($) Total ($)

Employment Income  230,000 70,000 300,000

Investment income (rents, dividends and interest) 29,065 0 29,065

TOTAL INFLOWS 259,065 70,000 329,065

Tax Payable (Including Medicare) 82,422 15,600 98,022

NET INFLOWS 176,643 54,400 231,043

Income Protection Premiums 6,891 0 6,891

Superannuation Contributions (Salary Sacrifice) 17,122 0 17,122

Home Loan Repayments 0 22,354 22,354

TOTAL OUTFLOWS 24,013 22,354 46,367

SURPLUS (available for living costs) 152,630 32,046 184,676

Table 3: James and Kate hold the following insurance pol:

Policy Type Benefit Benefit Per. Benefit Freq Insured

Income Protection $12,194 2 year wait up to age 65 Monthly James

Income Protection $14,685 90 day wait / 2 years Monthly James

Term Life $544,319 n/a Lump Sum James

 TPD $544,319  

Term Life $19,000 n/a Lump Sum Kate

Income Protection $4,250 30 day wait up to age 65 Monthly Kate

Table 4: Marc offered James and Kate the following 
calculations on what could be done with the proceeds of the 
investment property should it be sold:

current Situation P. Situation P. Situation

(Inv. Property) (Super - Acc) (Super - Pension)

Investment Property  $750,000 Super Amount $450,000 Pension Amount $450,000

Income ($500 pw) $26,000 pa Income @ 5% $22,500 Income @ 5% $22,500

Less Tax @ 46.5% ($12,090 pa) Less Tax @ 15% ($3,375 pa) Less Tax @ 0% ($0 pa)

After-Tax Income $13,910 pa After-Tax Income $19,125 pa After-Tax Income $22,500 pa

Less Home Loan Int. @ 7% ($19,600 pa) Less Home Loan Int. @ 7% ($0 pa) Less Home Loan Int. @ 7% ($0 pa)

NET POSITION ($5,690 pa) NET POSITION $19,125 pa NET POSITION $22,500 pa

The property dilemma
James holds an investment property valued at around $750,000, 
which carries no debt.

“He explained to me that he was considering selling the property 
based on his concern about the low rental yield ($26,000 pa / 3.47%) 
and the subdued property market outlook.  in addition, he mentioned 
that he was getting frustrated with the amount of work involved in 
managing the tenants and maintaining the property”.

as noted in table 4, marc decided to test out several options for 
how James and Kate could proceed. 

“under our licence, we cannot advise on buying or selling prop-
erty, however we can provide scenarios based on the assumption that 
the property is sold.”

“We discussed how their situation would look if the value of some 
of their ‘non-super’ assets was instead held in superannuation to 
enhance their retirement funding in a more favourable tax environ-
ment.  in particular, the focus was on James’s investment property,” 
said marc. 

marc made the above options based on the assumption that 
James’s property sold for $750,000 and part of the proceeds are used 
to repay Kate’s existing home loan debt of $280,000, as well as allow-
ing $20,000 for sale costs. 

“the remaining proceeds of $450,000 would be contributed to 
superannuation.”

these calculations were based on a conservative 5% yield within 
superannuation and do not take into account capital growth on either 
the investment property or the superannuation.

as part of the strategy, marc liaised with their accountant, who 
confirmed that the investment property would be exempt from the 
capital gains tax.

“this had been James’s principal place of residence up until a cou-
ple of years ago when he moved to Kate’s property in South Brisbane.  
assuming the South Brisbane property is Kate’s principal place of 
residence, the accountant found James is able to continue to claim 
the investment property as his principal place of residence for up to 
six years.”

this means that the property would be exempt from capital gains 
tax if sold within that timeframe.

“as i am not a licenced tax adviser, i had a duty of care to make 
sure that i deferred to their accountant when it came to specific taxa-
tion advice”.  

Maximising the benefits of superannuation
marc decided early on that one of the best ways to improve James and 
Kate’s retirement strategy was to strengthen their superannuation.  

“i believe that superannuation is the most tax-effective structure 
in which to hold your investment assets. in fact, when comparing the 
tax rate on super (15%) with James and Kate’s personal tax rates, su-
per was twice as tax-effective as holding assets in Kate’s name (30%), 
and three times as tax-effective when compared to holding assets in 
James’s name (45%)”, said marc. 

“under current legislation there are specific “caps” on the amount 
of contributions that can be made to superannuation,” said marc.  
“as both clients are over age 50, they can make “concessional” 
contributions (9% SGC and Salary Sacrifice combined) of up to 
$50,000 pa until July 1 2012.
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“Beyond that time frame, i explained to James and Kate there is 
legislation pending in parliament for those with superannuation bal-
ances under $500,000 to continue to be able to make concessional 
contributions of $50,000 pa.  on current figures, this would apply 
to Kate’s super.”

Before visiting marc, James had been making some voluntary sal-
ary sacrifice contributions into super ($17,122 in the last financial 
year on top of the standard 9% SGC contributions), however, Kate 
was not making any salary sacrifice contributions.  it was clear that 
they were not maximising the opportunities that were available.  

as a starting point, marc recommended an increase to both James 
and Kate’s pre-tax salary sacrifice contributions, within the pre-
scribed limits.

marc also talked about the ability for James and Kate to make 
‘non-concessional’, or after tax, super contributions which are lim-
ited to $150,000 annually, with the ability to bring forward three 
years contributions to allow a $450,000 contribution at one time.  
Should they make a decision sell James’s investment property, some 
of the proceeds could be earmarked for this purpose.

“the tax advantage of superannuation becomes even greater if 
the super assets are moved into ‘pension’ phase via a transition to re-
tirement pension, as the tax on “earnings” reduces from 15% to nil.   
as this can be done after age 55, i explained that Kate can consider 
doing this now while James can consider converting to pension mode 
after he turns 55 in february 2012.”

aside from the concessional tax on earnings, marc reiterated 
the actual payments drawn from transition to retirement pensions 

are also subject to favourable tax treatment, including a ‘deductible 
amount’ (tax-free income from any tax-free component within su-
perannuation), and a 15% tax rebate on any taxable income from the 
taxed component within superannuation.

upon examination of the underlying components of Kate’s super, 
marc suggested that Kate immediately start a transition to retire-
ment pension using $135,000 of her existing superannuation ben-
efits.  He recommended a superannuation pension Wrap account 
for this purpose.  She retained $15,000 within her existing work su-
perannuation to remain insured and to receive future employer SG 
and salary sacrifice contributions.

“Kate’s ongoing employer SG contributions of $6,300 pa will 
continue to be directed to her existing work superannuation while 
we also arranged with her employer to salary sacrifice $33,000 in 
the current financial year to Kate’s existing Work Superannuation.”

Kate took an income of $450 per month from the transition to 
retirement pension, indexed for inflation.

marc also recommended that James rollover $800,000 of the 
funds he currently held within his work super plan to a superannua-
tion Wrap account, with the remaining $20,000 being retained in 
the work super to fund the insurance premiums and also to receive 
future employer SG and salary sacrifice contributions.  these funds 
would be held in ‘accumulation’ phase until James turns 55, at which 
point they will be converted to transitional pension mode.  marc also 
recommended that James increase his salary sacrifice in the current 
financial year before 1 July 2012 when his concessional limit falls to 
$25,000 annually.

The quote

I believe that 
superannuation is the 

most tax-effective 
structure in which  

to hold your 
investment assets.
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“We conducted a risk profile which confirmed a medium 
risk comfort level for both James and Kate.”

Wrap accounts were recommended for the majority of 
their superannuation so as to facilitate pro-active manage-
ment of their supers, as well as providing a much greater 
selection of investments.

“We were able to achieve a significant level of diversifi-
cation within the Wrap accounts across each of the asset 
classes.  We looked for a balanced exposure between growth 
assets (shares, property and alternative investments) and 
conservative assets (cash and fixed interest)” said marc.

“the conservative exposure is important, not only to give 
them comfort, but also to ensure that there are sufficient 
liquid assets available to them in this transition to retirement 
phase.”

Within the shares component of the portfolio, a ‘core and 
satellite’ approach was applied, using a combination of ex-
change traded funds and individual stocks.

marc had a higher weighing towards australian shares 
with the focus being on income yield and tax-effectiveness 
through franking.  

“as the fund is about to be converted to pension mode, 
these ‘excess’ franking credits will become refundable to the 
super fund and this therefore increases the after-tax yield to 
the fund.  this yield will become more important to James & 
Kate as they enter into retirement and start to rely on draw-
ings from their investment assets to support their lifestyle”.

Protecting what’s important
even though James and Kate potentially only have a few 
years remaining before they retire, marc explained that 
any sudden and unexpected change in their health could set 
them back significantly and compromise their future life-
style.

“We sought to mitigate risk by making sure firstly that 
their personal insurances were adequate but secondly that 
they were structured in the most appropriate manner”, said 
marc.  

in particular, marc focused on reviewing their income 
protection cover, as their ability to earn an income from em-
ployment will still be their biggest “asset” over the next few 
years as they transition into retirement.

He provided them with advice around the other lump sum 
forms of cover, including death & tpd, as well as trauma.  

“until the investment property is sold, they still have a 
non-deductible home loan which needs to be protected, as 
well as other considerations such as medical costs and life-
style adjustments.”

tactically, they were able to continue to ‘house’ their 
death & tpd cover within their work supers, which turned 
out to be the most cost-effective environment for their age 
bracket, and it meant that the premium costs were not im-
pacting upon their personal cash-flow.

“in Kate’s case, we increased her sums insured to an ap-
propriate level, while our calculations indicated that James’ 
existing death & tpd cover was adequate.”  

marc also recommended some trauma insurance for both 
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James and Kate to provide a lump sum on the diagnosis of a critical 
illness or injury.  the recommended amount was sufficient to clear 
their home loan plus provide an ancillary amount for medical ex-
penses and lifestyle adjustments.

“as they enter into retirement, we can seek to reduce or remove these 
levels of cover, depending upon their needs at the time”, marc said.

Planning their estate
finally, marc talked about the importance of reviewing their estate 
planning affairs.

“my experience in the industry has shown that estate planning is 
an often-neglected area with clients.  in James and Kate’s case, they 
had very straight-forward will arrangements in place that did not ap-
pear to be robust enough from an asset protection point of view, par-
ticularly in light of the fact that this is Kate’s second marriage and she 
has a number of children from that marriage,” marc said.

marc raised some key issues for their consideration, including:
Personal representation

 during life - powers of attorney (both initial and replacement)
 on death – executors (both initial and replacement)

Estate distribution
 Bloodline protection (egg testamentary trusts)
 flexibility to adjust to changing circumstances
 ease of management
 tax-effectiveness

“the fact that i had raised these key issues galvanised James and 
Kate to get their overall estate planning structures reviewed.  i re-
ferred them to a major law firm in the city, who have since ensured 
that everything is in place and up to date.”

Illustrating the benefits
to illustrate the benefits of the recommended strategy, marc pre-
pared some projections for James and Kate, which showed them esti-
mated outcomes following the implementation of the strategy. 

the calculations highlighted that their retirement income target 
of $70,000 pa (indexed to inflation) would be achievable and that 
their combined taxation liabilities would reduce (both personally and 
inside of superannuation).

Strategic decisions
after meeting with James and Kate several times to discuss and pre-
sent their options, the couple decided to proceed with the implemen-
tation of marc’s recommended strategy.

“they felt very comfortable with the advice, as it was not generic 
and it was based on my deep understanding of not only their finan-
cial goals, but also their ‘life’ goals”, said marc.  “What they were 
looking for was an overall strategy rather than a product solution and 
i am confident that we delivered on that mandate.”

as such, the couple made the decision to sell their investment 
property and clear their home loan, which took a significant weight 
off their shoulders in terms of peace of mind, as well as improving 
their cash flow.

“as a result of the increased cash-flow, we were able to increase 
their pre-tax salary sacrifice contributions into superannuation, 
which in turn will help accelerate their wealth and assist in the reduc-
tion of their personal taxation liabilities.”

James and Kate then took marc’s advice to use some of the prop-

erty proceeds to make a non-concessional (tax-free) contribution to 
super.

“We were able to improve the overall after-tax outcome as the 
earnings on the funds held in superannuation are taxed at 15% in 
accumulation phase reducing to 0% in pension phase, versus James’s 
marginal tax rate of 46.5% on the rental income on his investment 
property.”

on marc’s advice, the couple also opted for transferring their su-
perannuation into a Wrap platform.  the portfolios were diversi-
fied across the full range of asset classes via direct shares, managed 
funds and cash/term deposits.  With respect to the direct shares, the 
focus was on selecting hi-yielding stocks that also provide the benefit 
of franking credits.

finally, a full review of their insurances and estate planning was 
done, and arrangements have now been put in place that are appro-
priate, yet flexible enough to cater for changes in their situation.

client well being
once they implemented their strategy, marc found James and Kate 
to be far more comfortable and confident with their future retire-
ment, and they are now even planning to travel earlier than expected. 

“it was decided early on that i would ‘project manage’ the pro-
cess from start to finish to ensure that their wishes were accurately 
reflected in the end strategy, which i think made all the difference.”

Advice structure 
the initial meeting, associated consultations, and statement of ad-
vice, were charged on a fee for service basis and the client was in-
voiced at the end of the work period.

 “following the initial strategic advice, James and Kate were keen 
to establish an ongoing relationship to ensure that they stay on track 
to achieve their goals.  

“they currently receive pro-active advice and management of 
their superannuation portfolios, as well as regular reviews of each 
of the other components of the plan (cash-flow, taxation, insurance 
protection etc).  

“We meet formally on a quarterly basis, with other contacts in be-
tween.  the clients agreed to an annual review fee, which is deducted 
monthly in arrears from their cash account.”

“for me, the initial strategy for James and Kate was only the first 
step in the journey.  the real key will be the long-term relationship 
where value is constantly being added over time.  i am confident that 
we can achieve this.” fs

*NOTE: Names changed to protect identity


