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Case Study
Simple advice opens new doors

Lauren Malone*, 57, was recently widowed and retired before she realised 
that her financial situation was far more complicated then she could handle. 

After being referred by a long standing client of Shadforth, Malone met with 
financial planner Carol Tawfik, who quickly understood that what Lauren wanted 
most of all was simplicity. 

“Following the death of her husband and her recent retirement, Lauren felt a 
complete lack of order with her financial affairs so I knew that building a long term 
relationship with a dedicated and trusted adviser who knew her affairs intimately 
was paramount,” said Tawfik. 

Lauren’s situation appeared simple but was soon found to be very complicated. 

Lauren had no children or dependants and was recently widowed. She had also 
ceased working full time in the previous financial year, but knew that she had 
worked and saved hard throughout her career to ensure that she had accumulated 
sufficient assets.

“The issue was that she wasn’t certain about the cash flow this could provide and 
importantly whether she would be well cared for in later years, although she did 
suspect things could be structured more tax effectively,” said Tawfik. 

On closer inspection of Lauren’s financial status, Tawfik found that Lauren had a 
vast array of liquid and illiquid assets both inside and outside superannuation that 
were difficult to keep track of while her cash flow was disjointed at best.

“Lauren’s cash flow was being met by a combination of two pensions, rental income 
and ad hoc withdrawals from her personal cash reserves and direct share portfolio.” 
See Table 1 (next page).

Carol Tawfik is a member of the Financial 

Planning Association and has been involved 

in the provision of financial advice since 2002. 

She holds a Bachelor of Business (Financial 

Planning) from RMIT University and has also 

completed studies for the internationally 

recognised Certified Financial Planner 

designation, the highest qualification within 

the financial planning industry. 

Particularly interested in areas of 

superannuation and retirement planning, 

Tawfik is passionate about developing and 

maintaining long term relationships with her 

clients and assisting them meet their personal 

long term objectives and financial goals.
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Table 1.  Summary of Lauren’s assets

Lifestyle assets Value

Principal residence $1,550,000

Motor vehicle $33,000

Personal effects $50,000

House Contents $220,000

Investment assets Value

Direct shares $320,000

Cash  $60,000

Rental property $550,000

Super (accumulation) $455,000

SMSF (accumulation) $622,000

Pension $360,000

Pension $375,000

SUPERSIZING SUPER
Tawfik found that Lauren had already established a self-managed 
super fund (SMSF) for herself, with $1.4 million in her SMSF 
pension and $375,000 in an external pension plan.

The two separate pension accounts came about as a result of the 
husband’s passing as Lauren was the beneficiary. 

In the end, it made sense to keep one of those in place largely 
due to the nature of the product itself and the client’s preference 
(guaranteed/term) as well as the tax fee status of the income. 

“However, there was no real sense in the external superannuation 
account. I believe the accountant who was also acting as an 
investment adviser might have put this in place but it ultimately 
lead to great deal of unnecessary complexity,” said Tawfik. 

As a result, Tawfik decided to consolidate Lauren’s 
superannuation and pension assets through her SMSF as the 
nature of some of the assets held in her SMSF made more sense 
to keep in that structure.

They also implemented a withdrawal and recontribution strategy 
in order to reduce Lauren’s taxable component within her 
SMSF, allowing Tawfik to commence a pension (reducing 
internal tax to nil) and provide Lauren with a consolidated, tax 
effective income stream prior to her age 60.

Following the consolidation of the external pension and 
superannuation with the SMSF, the underlying components 
were approximately as follows:

42 per cent Tax free component 
58 per cent Taxable component 
100 per cent  

Based on Lauren’s available Low Rate Cap amount, $250,000 
was withdrawn and subsequently recontributed (specifically, the 
withdrawal from superannuation is made in the proportions to 
the existing underlying components i.e. $105,000 tax free 
component and $145,000 taxable component). Additionally, 
contribution caps were very carefully checked. 

Following this, the components were approximately as follows:

52 per cent Tax free component 
48 per cent Taxable component 
100 per cent  

“In Lauren’s case the benefit of holding all her superannuation 
monies as in the pension environment far outweighs any minor 
amount of income tax that might arise in her personal name 
prior to her age 60. The withdrawal strategy optimised this 
further,” said Tawfik. 

As an aside, the liquidation of any investments inside the SMSF, 
as part of the move to the new tailored investment strategy, was 
delayed until the commencement of the new consolidated 
pension from the SMSF. 

This meant that capital gains tax on those assets was not an issue 
as part of the changes. The accountant was involved to ensure 
that the regulatory requirements of the SMSF were met with the 
appropriate minutes of the meeting and so on. 

However, one of the external pensions was maintained on the 
basis that the income was tax free. 

“This pension was transferred to her as her husband’s super 
beneficiary, therefore the income from that pension was 
completely free of tax,” said Tawfik.

Looking into how tax related to Lauren’s position, it was 
recommended that Lauren claim a small deduction in respect of 
her contribution to superannuation in order to minimise the 
payment of personal income tax in that financial year.

“We now work closely with the accountant in optimising this 
position year to year.”

INVESTING INVESTMENTS
Using Lauren’s core investment strategy within her SMSF, 
Tawfik streamlined this using an academic based robust 
investment philosophy through a Wrap account so as to align 
her overall investment strategy with her personal risk tolerance 
and long term objectives.

“Lauren was initially considerably more aggressive than what 
was necessary to achieve her objectives.”

When considering her investment strategy, Lauren’s cash flow 
was also assessed which found that she was generating a strong 
income despite having retired last financial year. 

Lauren had an annual living requirement of $100,000 that was 
wholly funded by income from her rental property, minimum 
pension payments from the SMSF (minimally taxable) and from 
the inherited tax free pension.

“Her income was therefore met by way of three sources in a 
regular and structured manner,” said Tawfik. 

Due to Lauren’s recent retirement, the benefit of the deductible 
nature of the loan was effectively lost, leading Tawfik to 
recommend she sell liquid shares in her personal name in order 
to extinguish debt and effectively access a risk free rate of return 
in the interest cost saving

“The sale of the liquid shares in Lauren’s personal name were 
combined with some of her personal cash and subsequently 
applied to paying down the loan against the property. These 
monies were not contributed to superannuation,” said Tawfik. 
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PUTTING ESTATE DUCKS IN A ROW 
“After talking with Lauren for a while, I found out that she only 
had health insurance but she had put in place some estate planning 
after previously seeking professional advice,” said Tawfik. 

Lauren’s Will was found to be up to date and reflective of her 
wishes while an Enduring Power of Attorney was already in place.

“However, we did recommended an Enduring Medical Power 
of Attorney and talked about the implications of her step 
daughters life interest in the current primary residence.” 

Finally Tawfik liaised with Lauren’s accountant to ensure SMSF 
nomination was in place.

“I then instilled the importance of regular review of the estate plan 
just in case Lauren’s circumstances changed again,” said Tawfik. 

CASE CONCLUSION
“After we implemented our advice strategy, we achieved exactly 
what Lauren asked for by simplifying her finances while 
maximising her potential income,” said Tawfik. 

Lauren’s overall taxation was reduced by increasing the use of 
the pension environment and by devising a method of funding 
the $100,000 annually in a tax effective manner.

Tawfik streamlined Lauren’s cash flow and designed it to create a 
structured monthly payment system so she would have a ‘regular’ 
income while also cutting down on the number of entity’s and 
superannuation accounts to ease the burden of administration. 

“We were able to clearly demonstrate how Lauren’s long term 
income and expenditure objectives could be met including 
the funding of high quality aged care at a future point in time,” 
said Tawfik. 

“This gave Lauren a considerable amount of confidence going 
forward and the ability to focus on living rather than the state of 
her finances.”

Lauren was initially working with a number of different 
professionals and now Shardforth’s act as the coordinator for 
different aspects of her planning.

“We now act as a sounding board for all sorts of financial 
decisions and often decisions that are not financial which I 
believe is invaluable to a client.”

“The clear benefit to Lauren was not with our strategic decision-
making, tax minimisation etc, the benefit was in the relationship 
itself and having a trusted adviser who knew her affairs 
intimately,” said Tawfik.

SUMMARY
Perhaps one of the best advantages from Lauren’s perspective is 
that her finances are now uncomplicated and that she feels 
secure in her future. 

“Before she came to see me, Lauren couldn’t clearly see and 
understand what her position could sustain in terms of income 
and lifestyle,” said Tawfik. 

“Our planning created clarity, focus and considerably reduced 
complexity. It really also provided her with confidence 
going forward.”

Tawfik and Shadforth now work closely with Lauren’s 
accountant to alleviate her administrative burden

FEE STRUCTURE
The fee for the preparation of the initial Statement of 
Advice, associated meetings and implementation was $3,300 
including GST.

Ongoing adviser fee amounts to approximately 0.93 per cent 
p.a. based on a sliding fee scale and applied to funds under 
management.  

“We report back to Lauren regularly and look to meet with her 
at least once annually at which point we undertake a detailed 
cash flow model to continue to provide her with confidence in 
her position going forward and as her circumstances change and 
develop.” fs
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