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The Cost of Being

Sick
Many Australians haven’t really
considered how they would survive
financially if they suffered a major
illness (heart attack, stroke,
cancer) or accident and needed
time away from work to recover.
At such times all you want to do is
focus on getting better. Its hard to
do that when your worrying about
your finances – the bills won’t stop
just because your income has. It’s
more prudent to be prepared than
to be caught out in times of stress.

None of us plan to get sick…But
what if we did? What if you were in
the wrong place at the wrong time?
Your life could be turned upsidedown in a flash.

How long has it been since you
asked yourself:
•

•

What is my family’s monthly
living expenses?

•

How much accumulated sick
leave, holiday leave and long
service leave do I have?

•

How long will this leave, and
my savings, fund my family’s
monthly expenses and dayto-day living costs should
anything happen to me?

•

What medical expenses and
services would Medicare cover?
Do I have sufficient health
cover?

•

Do I have personal insurance
provided through my
superannuation fund? How
much am I covered for and
when?

What are the monthly
payments on my mortgage,
loan and credit card
repayments?

Taking a Commercial Look at

Property Investment
Interest rate rises may impact
borrowing capacities and the rise
in the average house prices means
investing in residential property
demands significant outlay and debt.
If property remains your passion,
then there are other ways of
becoming a property investor.

For many Australians buying a home
still remains the great Australian
dream – but buying a house is only
one way to break into the property
market.

Going commercial
With the residential property market
returns experiencing record lows*,
many investors are looking with
interest upon opportunities in the
commercial property market.
The prospect of double digit rates of
returns and secure long-term lease
agreements make many commercial
properties appeal attractive in the

prevailing property market.
There are often fewer hassles with
commercial properties. Commercial
tenants pay all the outgoings; tend
to have a greater vested interest
maintaining the property; and tend
to sign longer leases.
Some pros and cons of commercial
property investing include:
Pros

Consistent returns without
the volatility that can occur
in other markets.
Property is a tangible
asset – this attracts
smaller investors.
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Reduce your Tax Liability

End of Financial Year
Tips
Top strategies for cutting tax – see your financial adviser
about how you can achieve this.
Salary sacrifice
Cons

Commercial property
requires more
expertise than most
property investments
to ensure you get the
fundamentals right.

The returns on commercial
property investments can
be higher because risks are
higher, generally due to the
greater vacancy rates and the
risk of the tenant becoming
insolvent. Commercial property
group, Jones Lang LaSalle, is
predicting yields of between 7.5
and 8.5 per cent net across the
board, while there is also the
prospect of strong capital gains
going into the future.
The fundamentals have to be
just right when it comes to
the commercial properties.
Successful investors need to
be a lot more sophisticated in
appraising potential properties
and do a lot more homework
before they buy.
It is important to remember
commercial property involves
office, retail and industrial type
properties and that all can
behave quite differently. In
most cases, these are similar to
the residential market in that
they are sensitive to interest
rate movements.
Current strong economic
activity belies the opinion
of some that residential
property has peaked. It will
be a waiting game to see if it
pushes demand for commercial
property higher or not.

*Australian CPA March 2004

Investing your salary directly into
superannuation reduces the tax
levied on that money from your
personal income tax threshold to
the current 15 per cent levied on
superannuation. Sacrificing salary can
be an attractive option to both save
tax and reach your retirement goals
sooner.
Government co-contributions
As of 1 July 2004, the maximum
super co-contribution of $1,500 each
year was made available for income
up to $28,000; for every dollar of
annual income over $28,000 for the
super co-contribution entitlement
is reduced by five cents – therefore
the maximum income for eligibility is
$58,000.
Minimise Capital Gains Tax
You may be able to reduce your tax
liability by realizing capital losses on
non-performing assets in order to
offset realised capital gains. Capital
losses carried forward from previous
years may also be able to be utilized.
For the self-employed or whose who
do not receive any superannuation
from their employer, claiming a
tax deduction (within prescribed
limits) on a personal superannuation
contribution may also reduce the tax
liability on capital gains.
Protect your income
If you are unable to work due
to accident or sickness, income
protection insurance can replace up
to 75 per cent of your salary. The
premium is tax deductible.
Personal superannuation
contribution
If you are self employed or do
not receive any superannuation
contribution from your employer
– ‘unsupported’ or ‘substantially
self-employed’ – a tax deduction
for personal superannuation
contributions may be available.

Capital Gains Tax small business
concessions and retirement
exemption
You may be able to reduce, or even
eliminate your Capital Gains Tax
(CGT) liability by using the CGT
small business concessions. This
may include using CGT retirement
exemption to rollover a CGT exempt
amount into superannuation.
Contributing into your spouse’s
superannuation fund
A maximum tax offset of $540 is
available where your spouses income
(assessable income plus reportable
fringe benefits) is less than $10,800,
and you make a contribution of
$3,000 or more. A reduced tax offset
is available if your spouses income
is less than $13,800. You and your
spouse will need to satisfy eligibility
conditions in order to attract this tax
offset. (www.ato.gov.au)

Super Choice

Begins to take Shape

Australians will soon have more choice than ever before when it comes to where they invest
their compulsory superannuation savings.
search all the alternatives.
Who, exactly, is entitled to Choice is
somewhat complicated. Employers
are required to offer Choice except
where there is a certified agreement or
Australian workplace agreement that
nominates a particular superannuation
fund, where there is a fund specified in
a state award or to those who remain
members of certain defined benefit
funds (including most Commonwealth
Public Servants).
In certain cases, some employees will
have the Choice option while others
will not because of certain workplace
agreements relating to different
professions.

As of 1 July 2005, the Federal
Government officially rolled out the
Choice of Fund (Choice) legislation –
that was passed in the Senate last year
– to an estimated 4.8 million* workers,
who collectively have more than $650
billion invested in superannuation
accounts.
In effect, what this means is that
a large percentage of employees
now have the opportunity to choose
where their superannuation monies
are directed either by staying in their
existing fund, nominating a new fund or
even setting up their own self-managed
superannuation fund (SMSF). For many
workers at all levels, this change will be
an opportunity to gain greater control
over their retirement planning and
wealth creation.
Control
Choice will be a watershed for both
employees and employers alike. For the
first time, eligible employees have the
ability to shift superannuation savings
to any (complying) fund they choose.
For employers, the legislation means
they do not have the automatic right to
direct their compulsory superannuation
guarantee (SG) payments into a default
company fund.
Eligibility
For those employees who are eligible
for Choice – and not all employees will
be – the range of super funds available
will only be limited by their ability to

If you are unsure of your award status,
your employer will be able to advise
you.
Making your choice
The legislation requires that employers
should have offered Choice to all
eligible existing employees on 1 July
2005 and any new employees who join
after that date.
Employers have 28 days to offer Choice
to their employees by way of a standard
choice form. On the form the employee
can nominate a preferred fund. But
if an employee does not choose a
fund, there are default provisions in
place allowing an employer to direct
the superannuation contributions into
any complying fund, including the
companies pre-existing fund.
Self Managed Super-Fund (SMSF)
The standard choice form also allows
you to select a regulated SMSF –
otherwise known as DIY funds.
However, before opting to set up
a fund, you should do plenty of
homework and contact your financial
adviser. SMSFs will not suit every
circumstance, and their set-up and
ongoing maintenance can be costly. In
general, they are of more benefit to
high income earners.
Employer Obligations
If you do wish to exercise your Choice
and change superannuation funds, your
employer has two months to implement
that process and begin making
contributions into the new fund. When
the next SG payment falls due after the

1 July period, employers must pay your
super into your chosen fund.
If they do not pay it into the nominated
fund after this time, your employer will
be subject to a Choice penalty equal to
25% of the amount that has been paid
into the non-chosen fund. This penalty
is capped at $500 per employee per
quarter.
The freedom to choose
Choice does not mean that you must
make a decision immediately. If you
are happy that your existing fund is
providing a suitable range of products,
features and investment options, then it
may be best to do nothing at all.
You can ask your employer to
contribute to a new fund on your
behalf, however, your employer is only
obligated to act on a request once
every 12 months.
In assessing your super arrangements
you may also wish to consider
the benefits of making additional
contributions, consolidating multiple
super funds and the variety of
investment options available to you.
A good decision is an informed
decision
The most important thing to do is
undertake plenty of research before
making any major decisions.
Exercising Choice should be based on
long-term goals and not the short-term
performance of particular funds.
Changing funds without knowing all of
the necessary information could result
in you losing some insurance benefits
or entitlements and having to pay
unnecessary fees and charges.
Your latest fund statement will include
details of your investment amount, fees
and charges that have been applied
to the account, any insurance benefits
that are included in your plan and your
selected option.
Your financial adviser will be able
to help you assess your personal
circumstances, financial needs and
goals and therefore construct a tailored
solution.

*

AFSA website – www.afsa.asn.au>
About Super>Choice – general
guide?Who will have choice?

Retirees Find

Australia the Best
Belgium. Overall, Australians wish to
retire earlier than other nationalities.
The average retirement age among
workers in Australia is now 53
compared with 62 in the UK, 63 in
the US and 64 in Germany.

Australian workers are generally
well prepared for retirement and our
retirees rank as the happiest in the
world, according to AXA Retirement
Scope.
The survey of more than 9,000
people in 15 countries found that, on
average, Australian workers begin
preparing for retirement at age 36,
which compares favourably with
other nations. For those Australians
already retired, a very high 96 per
cent said they were happy and 92
per cent said retirement was better
in Australia than anywhere else in
the world.
Australia is one of the countries in
which the image of retirement is the
most positive. This highly positive
image is shared with Canadians,
New Zealanders and workers in

Legislative

From a financial standpoint, it is
generally understood and accepted
that pensions will be lower than
salaried income. Only 21 per cent
of Australian workers know what
their future retirement income will
be, although 66 per cent expect that
their retirement income will be lower
than their current salary.
While a high percentage of retirees
(79 per cent) expect to be less welloff during retirement, 70 per cent
are satisfied with their current level
of retirement income.
The survey also found that outside
Europe and Japan, working
Australians (61 per cent) are the
first to expect the retirement system
to be reformed. And 83 per cent of
working Australians (84 per cent
of retirees) emphasise individual
responsibility in funding their
retirement pensions, well ahead of
Europe.

A high number of working and
retired Australians have chosen to
diversify and multiply their sources
of retirement income.
Superannuation remains the main
source of finance (workers 79 per
cent; retirees 73 per cent); with
many using other savings; and real
estate investments.
In terms of estate planning,
Australians rank relatively poorly
in having separate death cover
in place. Only 47 per cent of
workers and 35 per cent of retirees
have death cover, compared with
Singapore which has highest levels
(81 per cent and 55 per cent
respectively). Yet, the survey found
that 94 per cent of retirees have
made a will, compared with 61 per
cent of workers.
Planning for your future needs
– both before and after retirement
– is not a one-off process. Personal
circumstances change constantly,
so it is important to meet with your
financial adviser on a regular basis
to discuss your retirement income
and estate planning strategies. Make
an appointment today.

Update
from Centrelink or the Department
of Veterans Affairs. Payments should
be made from 20 March 2005.

The quarter ended 31 March 2005
has seen a number of legislative
changes announced, which may
impact on your financial position.
This brief overview covers some of
the changes that may be relevant to
your financial situation. If you think
any of these apply to you now or in
the future, you should talk to your
financial adviser today.
New Payments for senior
Australians
A new utilities allowance, generally
$100 per year for singles and $50
for each member of a couple, will be
payable to senior Australians who
are receiving a pension payment

A new seniors concession
allowance of $200 per year will
be made available to holder of a
Commonwealth Seniors Health Care
card ( CSHC).The CSHC is only
available to people of pension age
who do not qualify for a pension
payment. The first payment should
be made from 20 December 2004.
Childcare Rebate
The introduction of a new 30 per
cent Childcare Rebate will be
backdated to 1 July 2004, enabling
families to claim an extra 6 months
of out-of-pocket costs.
The rebate will cover 30 per cent of
out-of-pocket childcare expenses.
Please speak to Centrelink FIS
officer to see if you are eligible.
The 30 per cent rebate will be
claimed on the succeeding years tax
return. This means that the rebate
entitlement for the 2004/05 year
will be claimed in the return for the
2005/06 year. Make sure you speak

to your tax agent about this when
completing your next tax return.
Private health insurance tax
offset
From 1 April 2005, the Private
Health Insurance tax offset will be
increased for those aged 65 and
over.
This change is intended to maintain
the affordability of private health
insurance for older people. The
amendments will increase the rebate
from 30 per cent to 35 per cent for
policies covering at least one person
65 years to 69 years and to 40 per
cent for policies covering at least
one person aged 70 and older.
Choice of superannuation fund
From 1 July 2005, certain employees
can choose the superannuation
fund to which their Superannuation
Guarantee (SG) contributions are
paid. The Government has estimated
that the new legislation will affect
4.82 million employees and 654,000
employers.

