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Case Study
A Clear and Simple Plan  
for Safe Retirement

Adam and Sandra Smith*, aged 56 and 54 respectively, decided to seek out 
financial advice leading into their retirement. Sandra had clear plans to 
retire in January 2011 while Adam was concerned his work as an engineer 

may soon move him to remote locations across Australia.

The married couple are worried about relying on their assets to support their 
ongoing needs, despite accruing good wealth over time. These needs included a 
number of planned expenses including major renovations on the family home, 
holidays and a new car. 

These had been delayed due to uncertainty about their wealth and their ability to 
sustain their lifestyle during retirement.

They approached Newcastle-based financial planner Andrew Shakespeare from the 
JSA Group looking for ways to prepare for Sandra’s imminent retirement and gain 
comfort that they could afford the future they wanted.

SMSF AND SAFETY SET UPS

When Shakespeare first met the Smiths, he found that when it came to super and 
their financial set-up, they were more prepared than they realised as the couple was 
earning a solid income with Adam’s engineering position earning him an annual 
salary of $128,000 while high school teacher Sandra earned $81,000 p.a.

With retirement on the horizon, Shakespeare found the couple’s super to be 
relatively positive with Adam’s super split into two funds, Super A with $398,000 
and Super B with $232,000.

Adam was also already salary sacrificing up to the maximum concessional caps while 
not having to draw on a Transitioning To Retirement (TTR) pension.

Sandra’s super with Super C held an option to receive a Defined Benefit Lifetime 
Pension of approx $44,200 indexed to inflation /ability to also take lump sum, 
meaning Sandra’s basic benefit was approximately $46,000.

Andrew Shakespeare has nine years 

experience in financial services, starting his 

career as a Financial Strategist at JSA Group 

before pursuing funds management.

With experience as a trainee investment 

analyst with PM Capital in their international 

equities fund, Andrew also worked at MLC as 

a senior trainer in MLC’s Paraplanner Academy.

During this time Andrew was also a key 

consultant to MLC-aligned advisers where  

he played a pivotal role in implementing 

value-add services aimed at increasing 

efficiency, quality and resource capability  

in many of MLC’s Licensee’s high growth 

adviser businesses.

In January 2008 Andrew moved back to JSA 

Group to start his career as a financial planner.

Andrew has a Bachelor of Commerce, a 

Postgraduate in Applied Finance and 

Investments, a Postgraduate in Financial 

Planning and is a Fellow of Financial Services 

Institute of Australia (FinSiA).

This year he won the Association of Financial 

Advisers Rising Star award
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With a range of non-super and lifestyle assets and liabilities (see 
Table 1), Shakespeare identified the opportunity to establish 
a self-managed super fund (SMSF) and undertake a gradual 
in-specie transfer of direct shares into their superannuation.

“This transition would occur over a number of years leading to 
age 65 whilst keeping within the concessional and non-
concessional,” said Shakespeare. 

Complicating matters was the fact that the direct shares had been 
accrued since 1982, with many shares participating in Dividend 
Re-investment plans and dividend bonus share schemes 
particularly on the ANZ holdings. 

“My aim was to transfer as much as possible without incurring 
any capital gains whilst they were both still working. As a result, 
we made a number of formal recommendations to transfer,” said 
Shakespeare. 

These recommendations were: 

l Share parcels acquired before 20th Sept 1985.

l Fully paid bonus shares that were derived from shares 
acquired before Sept 20 1985.

l Share parcels that currently have unrealised capital loss.

Table 1.  Financial summary

Income

Adam’s income $128,000 
Sandra’s income $81,000 
+ income from dividends and rental income 

Superannuation

Adam’s Super A $398,000 
Adam’s Super B $232,000 
Sandra’s Super C option to receive a Defined  
 Benefit Lifetime Pension of  
 approx $44,200 indexed to  
 inflation / ability to also take  
 lump sum. 
Sandra’s basic benefit $46,000 approx

Non-super assets

Combined cash $78,500 
Adam – investment property  $410,000 
Adam and brother – investment property  $200,000 (Adam’s Share) 
Joint – investment property  $310,000 
Adam – direct Australian shares  $1,271,622 
Sandra – direct Australian shares  $255,757

Lifestyle assets

Joint – home  $500,000

Liabilities – investment debt

Adam – margin loan  $363,950  
 (interest capitalising) 
Adam – investment  property loan  $61,958 
Joint – investment property loan $251,920

Lifestyle debt

Joint – home mortgage  $146,204

INSURING THE FUTURE
Adam and Sandra’s estate plan was last updated in 2009 and 
addressed their need for Enduring Powers of Attorney and 
Guardianship, meaning that Shakespeare instead looked at 
financial modeling scenarios. 

“We identified through the financial modeling that in all 
scenarios they would accumulate substantial wealth during 
retirement,” Shakespeare said. 

“We discussed the protection of this wealth from unforeseen 
events that may occur once the wealth is passed to their children. 
It was recommended that the clients discuss with their solicitor 
implementing a provision for a testamentary trust in their wills,” 
he said. 

Additionally, Shakespeare also recommended binding 
nominations on their benefits within the new SMSF that he had 
put into place. 

In terms of Adam and Sandra’s insurance cover, Shakespeare 
found that they believed they were ‘self-insured’ before they 
met him. 

“Our insurance analysis showed that in the event of death or 
total permanent disability (TPD) of either party, there would be 
a need for some liquid funds to be injected into their situation 
whilst the unaffected spouse had time to re-arrange their affairs 
and time to potentially sell existing assets such as property or 
shares if needed,” said Shakespeare.

As a result it was agreed to maintain existing levels of protection 
within their superannuation (approx $233,000) and their existing 
levels of trauma cover of $200,000 and $100,000 respectively. 

“During our conversation, Adam and Sandra said that they do 
not feel the need to take out income protection due to their 
existing long service leave, sick leave and annual leave meeting 
their ability to reach retirement,” he said.

SAFETY IN (INVESTMENT) NUMBERS
When Shakespeare looked at the Smith’s investment asset position, 
he found that they already used leverage and identified through 
the modeling that there was no longer a need to undertake any 
extra gearing to achieve their retirement objectives. 

“Instead we decided that existing gearing levels would be 
sustained until such time when their home mortgage had been 
eradicated in approximately three years time,” said Shakespeare. 

Yet it was when he examined their overall loan and banking 
structure that he found there was a strong need for overhaul. 

“Due to the large levels of equity against property and investment 
property, we had the opportunity to refinance existing margin loan 
which had a variable rate 2.5 per cent higher than the property 
secured loans and carried the risk of margin calls,” he said. 

“This was costing Adam and Sandra an additional $9,000 p.a. in 
interest, a significant saving by any stretch.” 

When looking at their lifestyle debt, the Smiths held together as 
a couple a $146,204 home mortgage with Shakespeare finding 
that the current loan against the home was fairly basic. 

“When we looked at this, we wanted to achieve a result 
whereby existing surplus cash ($78,500) was held off the home 
loan,” said Shakespeare. 
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“However, the loan structure had to enable the clients the 
flexibility to have access to these funds whenever they would 
like with negligible transfer costs.”

Shakespeare then looked at their different banking accounts and 
found that Adam and Sandra were filtering their income through 
different accounts, so he instead arrange for any income (salary, 
dividends, rent etc) to pay off the home loan through an offset 
facility and had all of their bills, direct debits, et cetera coming 
off this offset account.

In doing this, they had created a ‘central account’ through which 
every dollar they earned would filter. 

“Running off this offset account we had a ‘weekly account’ and 
we recommended a transfer of approx $975 per week which 
covered their weekly living requirements such as groceries or 
fuel,” Shakespeare said, who created this account so it was easier 
for the Smiths to regulate their spending ready for retirement 
and to provide a weekly target expenditure that they could 
adhere to.

Besides the Smiths’ own home, they also owned approximately 
$920,000 in various investment properties, which had proven 
ideal as they approach retirement. 

“After we identified their need for access to liquid funds to 
support their retirement needs we recommended that no further 
investment properties were to be purchased and their current 
exposure to this asset class was sufficient,” said Shakespeare, 
“Although selling the properties was not pushed as the Smiths 
said there was a possibility one of their grown-up daughters may 
soon live in one of the properties.”

“We also identified that even when in drawdown phase in 
retirement that they could sustain these illiquid assets without 
being in a position in the future that they would be ‘forced’ to 
sell due to liquidity issues,” he said. 

Additionally, the properties maintained solid net rental yields 
which the Smiths felt would continue for some time. 

SHARING THE WEALTH
Due to Adam’s work as an engineer, he had large exposures to 
specific shares derived from employee share schemes. 

During the process of in-specie transfer of assets into the SMSF 
and the rollover of funds from Adam’s existing supers into the 
SMSF, Shakespeare started a diversification of his direct share 
holdings while still keeping the direct share exposure, which 
he desired.

“We also recommended that as part of the transition of assets 
into the SMSF we needed to increase their holdings of more 
defensive assets ready for their initial years of drawdowns. 
Essentially we were ‘bomb-proofing’ the portfolio from short 
term shocks,” said Shakespeare. 

SUMMARY
“The clients came in with a mess and walked out with a very 
focused and clear financial structure,” said Shakespeare. 

“They also walked out with clarity regarding their retirement 
situation which meant some lifestyle aspects that they were 
holding off (ski holidays, new car, renovations on own home) 
were now being proceeded with.”

Due to the new banking system establish, every dollar earned 
goes through the one account with the expenditure now 
streamline with minimal financial ‘waste’ in their structure.

Assets held outside of super are now starting to be transitioned 
into a concessionally taxed environment, and their overall 
investment portfolio is now on the path to greater diversification. 

“The Smiths are currently in the process of re-organising their 
loans and banking structure with the assistance of our internal 
mortgage expert. After which they will look to start major 
planned expenses that they had been holding off.”

Shakespeare said they are also currently going through the 
process with their accountant to establish the SMSF and select 
the most appropriate parcels of shares to in-specie transfer during 
this financial year. 

At the same time, Sandra is preparing for retirement and 
nominating her preference for the lifetime Super C pension.

As part of the ongoing service and the desire of Sandra for clarity 
after the initial plan was established, Shakespeare implemented a 
monthly monitoring and reporting program on their situation. 

Cashflow, debt, investment assets, super and overall net position 
are all being tracked to plan and to benchmarks.

“Essentially we brought the financial modeling that we initially 
undertook, to life so the clients could see the plan in progress,” 
said Shakespeare. 

ADVICE STRUCTURE
Initially, the Smiths were charged a fee for service basis, which 
Shakespeare said suited their situation. 

“Following the first appointment, they were given a letter of 
engagement which set out what we need to address but didn’t 
provide any recommendations. No work was commenced until 
the client agreed on the initial fee and authorised me to 
commence work.” 

Advice is ongoing and remains at a fee-for-service model 
although as the assets within the SMSF are transitioned in line 
with JSA’s model investment portfolio, it would then be 
established an asset based fee of approx 0.33 per cent p.a. on top 
of the fee for service ongoing charge. l

NOTE
* Names changed to protect identity  
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