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CEO message

With last year’s Budget changes to super still being implemented, it was 
a relief to see the 2017 Budget being a non-event in regards to super. 

A time of anticipation

Last month’s Budget announcement 
confirmed the introduction of a new one-
stop shop for external dispute resolution 
for financial services and superannuation. 
We will also watch with great interest as the 
details of the new ‘First Home Super Saver 
Scheme’ and the ‘downsizing’ contribution 
measures unfold and come into play. 

LASER 2020 update 

We are 12 months into the delivery 
of our LASER 2020 plan, a five year 
strategic roadmap set by the FPA Board. 
LASER 2020 focuses on five key areas: 
Leadership, Awareness, Standards, 
Engagement and Recognition. Each area is 
vital to securing the future of our profession 
– and the future of more Australians. 

We’re making great headway in the 
consumer space with the launch of our 
Money & Life website. We’re also working 
closely with universities to increase student 
awareness of a career in financial planning. 

In the Standards area, we are busy 
consulting with FPA members to develop 
proposals to put forward to the Financial 
Adviser Standards and Ethics Authority 
(FASEA). Whitepapers will be released in 
the FPA online Member Centre, as they are 
ready, and we encourage you to review 
and share your comments. 

FPA Roadshow

Our 2017 FPA National Roadshow has 
seen a huge response from members, 
with great feedback and engagement. The 
events continue to run up until the end of 
June, so check fpa.com.au/roadshow, 
as there’s still time to register. 

FPA Congress opens

We are excited to open Early Bird 
registration for the 2017 Professionals 
Congress, taking place in Hobart on 22-24 

November. This year’s event is set to be 
another cracking opportunity to grow, share 
knowledge and connect with your peers.

Back by popular demand, we’re working 
on four diverse workshop streams 
designed to supercharge you and your 
business. We have a line-up of inspirational 
speakers on the cards, and plenty of 
networking opportunities, too. Places will 
be limited in Hobart, so make sure you 
book early and secure your travel quickly. 
Visit fpacongress.com.au for Early Bird 
registration. 

2017 FPA Awards 

Opening next month are nominations for 
the FPA Awards program. Last year, we 
launched two new categories and received 
the highest number of applications to date. 

I believe many people within our profession 
take for granted the valuable work they 
do for clients. Our awards program is an 
important initiative that serves to recognise 
those who are helping us raise the bar as a 
profession. It’s also an opportunity for the 
winners to gain not only peer recognition at 
the FPA Professionals Congress, but also 
recognition in the local media. 

Whether you’re a paraplanner delivering 
excellent client service, a best practice 
financial planner with a great client story 
to tell, or a practice owner with a thriving 
business – we want to hear from you. We 
will also be on the hunt for FPA members 
who give back to the community, through 
the Future2 Community Service Award. 
Stay tuned for more about the 2017 FPA 
Awards program next month.

Enjoy the edition.

Dante De Gori CFP® 

Chief Executive Officer

  Follow Dante on Twitter @ddegori10

Our 2017 
FPA National 
Roadshow has 
seen a huge 
response from 
members, with 
great feedback 
and engagement.
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News

The Government has released its draft 
regulations of the industry funding model for 
ASIC, which is due to come in place on 1 July 
this year.

According to the Government’s draft 

explanatory statement, the ASIC 
Supervisory Cost Recovery Levy Act 2017 
will impose a levy on entities regulated 
by ASIC to recover its regulatory costs. 
It is proposed that this levy either be a flat 
or graduated levy, depending on the size 
and activity or each industry sub-sector 
regulated by ASIC.

For the financial advice sector, a flat rate 
levy is proposed for licensees that provide 
only general advice to either retail or 
wholesale clients, as well as for licensees 
that provide personal advice to retail 
clients on products that are not relevant 
financial products, and for licensees 
that only provide personal advice to 
wholesale clients.

For these licensees, there will be a minimum 
charge of $1,500, with the fee increasing 
from that base depending on the number 
of planners authorised to work under the 
licensee’s AFSL. ASIC will adjust the costs 
of the levy to licensees annually. 

Commenting on the draft regulations, the 
Minister for Revenue and Financial Services, 
Kelly O’Dwyer, said industry funding for ASIC 
would ensure that its regulatory costs are 
recovered from “those entities that create the 
need for regulation”.

“This will make the industry more accountable 
and by increasing the transparency of ASIC’s 
costs and activities, make ASIC a stronger 
regulator,” O’Dwyer said.

ASIC funding model 
for industry released

Minister Kelly O’Dwyer

 Save the date
Thursday 1 June 
Gippsland – 12pm-2pm

Friday 2 June 
Sydney – 12pm-2pm

Wednesday 14 June 
ACT – 12pm-2pm

Thursday 15 June 
Northern Territory – 7:30am-9:30am

Monday 19 June 
Wide Bay – 7:30am-9:30am 
Townsville – 12pm-2pm 
Tuesday 20 June 
Mackay – 7:30am-9:30am 
Sunshine Coast – 12pm-2pm

Wednesday 21 June 
Rockhampton – 7:30am-9:30am 

Tuesday 27 June 
Newcastle – 12pm-2:00pm 
Riverina – 12pm-2pm 

Wednesday 28 June 
Albury/Wodonga – 7:30am-9:30am

Thursday 29 June 
Goulburn Valley – 7:30am-9:30am 
Gold Coast – 12pm-2pm 
Wollongong – 12pm-2pm 
 
* Breakfast or lunch is included. 
Registration is approximately 15 minutes 
before the start time.

Roadshow into final month
The FPA National Roadshow is now in its final 
month, with 15 locations to go. 

The roadshow features updates from 
the FPA on: 
• the FPA Professional Ongoing Fees 

Code;
• the Financial Adviser Standards and 

Ethics Authority (FASEA), and the new 
education and professional standards; 
and

• the Government’s policy agenda and 
a legislative update.

Platinum Asset Management is also 
providing a presentation on how to 
identify investment opportunities in global 
markets at a time of enormous change 
and disruption. Places for these remaining 
roadshows are limited, so FPA members are 
encouraged to register as soon as possible, if 

they haven’t already done so. Non members 
are also welcome to attend. 

All roadshows are free of charge to attend. 

For more information and to book your 
place, go to fpa.com.au/roadshow
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News

Super reform recap
On 1 July 2017, the Government’s superannuation 
reforms take effect. Here’s a quick recap.

Registrations are now open for cyclists 
wanting to participate in this year’s Future2 
Wheel Classic. Now in its eighth year, this 
year’s ride will follow a seven day route, 
starting in Tasmania’s Devonport on 16 
November and finishing in Hobart on 
22 November at the FPA Professionals 
Congress. The seven day route covers a 
distance of 726km.

The route will take cyclists from Devonport to 
Cradle Mountain (a distance of 83km) on day 
one, then a loop of Cradle Mountain (80km), 

Cradle Mountain to Queenstown (110km), 
Queenstown to Strahan and then back to 
Queenstown (80km), Queenstown to Bronte 
Park (115km), Bronte Park to Ellendale (a grant 
recipient visit) then on to Hobart (158km), and 
finishing with a scenic cycling loop of Hobart 
(100km) on the final day.

However, this year’s Wheel Classic isn’t all 
hard riding, with optional activities, including 
fishing, rafting, canyoning, hiking and even a 
brewery tour, built into the itinerary. 

Registration of this event covers the 
cost of food, accommodation, support 
vehicles, third party liability insurance 
and a Wheel Classic jersey. Cyclists also 
have the option to sign up to ride shorter 
stages, if they are unable to commit to 
the full seven day program.

And for those not into cycling, Future2 
has organised three unique challenges 
to finish and coincide with the start of 
Congress. They are:

• A four day Future2 East Coast 
Challenge, which has been graded 

‘easy’ and includes multi adventure 
activities, like kayaking, cycling and hiking 
across the east coast of Tasmania;

• A four day Alpine Hiking Challenge, which 
is graded ‘moderate’ and features a series 
of day walks; and

• A five day Extreme Hiking Challenge, 
which is graded ‘difficult’. Participants walk 
the Mount Anne circuit, which is one of the 
world’s classic hiking treks.

By signing up to one of these Tasmanian 
challenges or the Wheel Classic, participants 
will undertake to raise at least $1,500 for 
Future2.

The Future2 Wheel Classic is the Future2 
Foundation’s annual flagship fundraiser. Over 
seven years, financial planners and their 
friends have got on their bikes and raised 
over $695,000 (after costs) to help young 
Australians who are doing it tough.

For more information, email  
info@future2foundation.org.au or go to 
www.future2foundation.org.au/events

Future2 grants 
now open
Applications are now open for this year’s Future2 Make the 
Difference! Grants program, which is a national program 
issuing grants to not-for-profit community organisations up to 
$10,000. All grant applications must be endorsed by an FPA 
practitioner member. 

In 2016, the $147,500 was issued to grant recipients from the 
Future2 Make the Difference ! Grants program. Since 2007, 
the Future2 Foundation has committed $688,000 in grants to 
community not-for-profit organisations. Through the programs 
run by these organisations, Future2 has helped to improve the 
lives of thousands of disadvantaged young Australians.

Applications for this year’s grants program close at 
5pm on Friday 21 July. To nominate, go to:  
www.future2foundation.org.au/grants 

Future2 Wheel Classic  
and Tasmanian challenges

Day 1 Devonport to Cradle Mountain

Day 2 Cradle Mountain loop

Day 3 Cradle Mountain to Queenstown

Day 5 Queenstown to Bronte Park

Day 6 Bronte Park to Hobart

Day 7 Hobart loop

Day 4 Queenstown to Strahan
return to Queenstown

Devonport

Cradle Mountain

Queenstown

Strahan

Hobart

Bronte Park

The annual cap on non-
concessional contributions 

will reduce by $80,000 

The annual cap on concessional 
contributions will reduce to $25,000

The $1.6 million transfer 
balance cap begins

Transition to retirement pensions 
will lose their tax-free status
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News in Focus

The Future Ready report, published every 
two years and now in its 14th year, provides 
a detailed insight into the health of Australian 
financial planning practices and their 
preparations for the future.

According to Business Health owner Terry 
Bell, 62 per cent is deemed ‘healthy’ by 
Business Health’s rating scale, which employs 
a five level health scale ranging from ‘poor’ 
through to ‘super fit’.

“The rating provides a unique insight into the 
business health of the Australian financial 
advice profession at any given point in 
time, while further quantifying the return 
that successful principals are receiving on 
their investment in building stronger, more 
sustainable practices,” Bell said.

However, he added that a rating of 62 per 
cent was still towards the lower end of the 
health scale. “While an uplift in revenue and 
profitability reported by practices over the 
period of the latest report (2015-2016) was 
pleasing to note, as we delve deeper into the 
fundamentals, it’s clear that practices aren’t 
on as solid a foundation as they might first 
appear to be,” Bell said.

“Therefore, we believe the overall rating is 
somewhat illusory, with significant areas 
of weakness lying just below the surface. 
The lack of improvement in key areas, 
such as client feedback, communication, 
client value propositions, business and 
succession planning overshadow what 
might otherwise be considered a very 
positive health report.”

According to Business Health owner Rod 
Bertino, the report’s findings clearly showed 

that planning practices were still not making 
any great improvements in communicating 
with clients. “Over the past two years, the 
number of times that practices communicate 
with their top clients during the year has fallen, 
which is of great concern.

“For planners to remain relevant and valuable 
to their clients, they must continue to, not 
only deliver a service that their clients truly 
appreciate and are happy to pay for, but they 
also need to continually reinforce that service,” 
Bertino said. 

“Our studies show that there is a direct 
correlation between client communication 
and referral business - where clients score 
the communication they receive from their 
planner highly, they are far more likely to have 
already referred others to the business and 
they also have a much higher propensity to 
do so again in the future.” 

However, on the positive side, Bell said the 
report’s findings found that there was a clear 
move towards greater professionalism within 
financial planning, with “many practices 
undertaking significant shifts in their business 
models over the past several years”, which 
he said was pleasing to see.

• 96% of planning practices are now 
members of a professional association, 
such as the FPA.

• 71% reported that at least half their total 
practice revenue is now generated through 
fees (as opposed to commissions) and 
89% expect to increase their fee revenue 
in the coming 12 months.

• 60% have a service level agreement in 

place for all of their key clients.

• 69% now issue their clients/prospects with 
an invoice to charge for their SOA/plan 
preparation.

• 42% of practices said the majority of 
planners in their businesses were already 
qualified with a professional designation, 
like the CFP® designation, which is an 
increase on the previous findings two 
years ago.

“The overall findings of the Future Ready VII 
report clearly show that while there have been 
gains made by the profession, there is still 
work to be done in most practices,” Bertino 
said. “Practice principals need to stop thinking 
like talented planners and instead, start 
thinking like talented business people, in order 
to maximise the profitability and efficiency of 
their business.”

The analysis in Future Ready VII is based on 
information provided from 226 firms between 
January 2015 and December 2016. The 
findings are based on data provided through 
the Business HealthCheck diagnostic tool.

Planning practices 
get ‘healthy’ tick
Sixty-two per cent of Australian planning practices are ‘healthy’, 
according to findings in the latest Future Ready VII whitepaper 
released by Business Health.

Terry Bell
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Opinion

The foundations of trust
Q: In what ways are you engaging with consumers to build 

their trust in the financial planning profession?

Gil Gordon CFP® AEPS®

Proprietor and Senior Adviser, RI Lower Hunter
Licensee: RI Advice Group

Over the last few years we have used a values 
based approach to engaging with new and 
existing clients. Our mantra is: Good advice 
puts PEOPLE first. 

Besides the obvious logic in the statement, 
there is meaning in the acronym PEOPLE. 

P – place you live – where and why 
E – employment and career 
O – offspring and family 
P – passions and hobbies 
L – liabilities 
E – expenditure and cash flow management

Building on the excellent Lead Adviser 10-3-
Now methodology of Scott Fitzpatrick and 

Brian Fitzpatrick, we use PEOPLE to get clients 
to describe their ideal life and then we work 
partner with them to make this a reality.

We have had many tears shed as we show 
clients how they can achieve amazing things 
for themselves and the people they love. It 
may be a well used phrase but clients ‘don’t 
care how much you know until they know how 
much you care’.

By putting PEOPLE first, you demonstrate that 
you care deeply about their priorities, not just 
their money. Trust is built on this connection.

Brett Ulrick CFP®

Director, Elston
Licensee: EP Financial Services

At Elston, our proudly promoted goal is to be 
Australia’s most trusted and respected financial 
services firm. Therefore, culturally, building and 
maintaining trust is at the forefront of everything 
we do.  

At an advisory level, the first and most obvious 
step is to properly get to know our client 
through active listening. We spend a significant 
amount of time asking questions, listening and 
resisting the temptation to ‘provide the solution’ 
until their unique situation is understood. 

Following this, we always take the time to 
educate clients on the options available in 
relation to strategy, structure and investment. 
In addition, part of our core philosophy 
requires underlying investments and fees to 
be transparent and this information accessible 
to our clients. Ongoing, we have a focus on 
consistent high delivery of service standards. Do 
what you say you will do, manage expectations, 
and control what can be controlled. 

Our experience and client survey results tell us 
that clients who feel understood, experience 
empowerment through education, choice and 
transparency, and those who receive consistently 
high service levels are more confident and 
engaged with the planning process, which in turn 
builds trust. 

We strive to be an employer of choice for 
advisers who are well qualified and culturally 
aligned, and we expect they will be working 
towards achieving their CFP® practitioner status. 

Internally, we strive to find innovative ways 
to stimulate our staff through continuing 
professional development, which in turn 
enables our team to provide the best possible 
consumer experience. 

Expertise breeds good advice and good advice 
breeds trust.
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Michelle Tate-Lovery CFP®

Director and Principal Financial Adviser, Unified Financial Services
Licensee: Unified Financial Services

From my perspective, you will earn the 
consumer’s trust when you are consistent 
with how you present yourself and your views. 
Knowing what you stand for and why you do 
what you do has to permeate through all aspects 
of your life, especially that of your professional life. 
Your potential client needs to trust your personal 
values and who you are, before they will trust the 
financial advice you provide.

We regularly review what the consumer is 
seeing of us on the internet and social media 
platforms, and ensure we are presenting our key 
messages. We channel our marketing around 
the issues that we believe are at the forefront 
of the consumer’s mind. To that end, we are 
involved in writing articles for publications and 
are interviewed by media, asked for our input in 
consumer financial TV programs and radio. 

We are part of Financial Planning Week each 
year. We form part of the Most Trusted Adviser 
Network and are involved with many mentoring 
programs to help grow the next generation 
of advisers. 

We also give back to the community through 
charitable programs – mentoring and financial 

programs. We are passionate about financial 
literacy and have run workshops and seminars 
on a range of financial topics. We welcome the 
opportunity to speak at schools and universities 
around financial planning as a career of choice. 
All this contributes to raising awareness of 
financial planning in a positive light.

We survey our clients (third party) around the 
experience they have with our firm in order to 
improve our efficiency and effectiveness with 
clients and to better tailor our services. We 
practise intergenerational planning and secure 
client testimonials and write up case studies 
demonstrating the value of advice with our 
clients. We regularly put out ‘Did you Know’ 
bulletins to our clients around issues that are 
relevant to them, which they can pass onto 
family, friends and colleagues.

Building trust takes time and it occurs when 
you can display competency, a culture of high 
standards of service delivery, consistency 
of message and values, transparency and 
authenticity. Ultimately, by showing clients you 
care about them, you are serious about what 
you do and are committed to having clients 
for life.

Anthony Poci CFP®

Financial Adviser, A&T Financial Services
Licensee: Charter Financial Planning

It’s the old saying that trust takes years to 
earn, but only a matter of seconds to lose. A 
relationship with an adviser is a fairly significant 
one. It is fair to say that trust must be earned 
and then once you have it, it then becomes 
about keeping and maintaining it. 

At the start of the relationship, it is about 
making clients feel comfortable that the person 
who they are dealing with has the knowledge, 
experience and qualifications required in the 
areas of advice, and that the proposed solution 
and strategy makes sense to them. It’s essential 
that the benefits of the advice are clearly 
identifiable to the client, so they can see that 
they will be in a better position after the advice. 
These are really the tickets to the game.  

One of our areas of focus is on education 
and guidance, so that the client can make an 

informed decision and be guided in the right 
direction. 

In addition to this, having a clearly defined 
process of client engagement, an ongoing 
service proposition and being able to articulate 
this effectively, helps remove some of the 
uncertainty a client may have when establishing 
a new relationship. 

It is then about delivering on the promise and 
the basic principle of doing what you said you 
would do and acting in the best interest of the 
client at all times – no exceptions.  

Overall, we want to ensure that each client is 
engaged in the process and has a positive 
experience from the outset. By doing so, 
this should lead to a long-term beneficial 
relationship.  
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Daryl La’Brooy CFP®

Financial Adviser, Hillross Financial Services
Licensee: Hillross Financial Services

Unfortunately, recent and ongoing bad publicity 
due to the actions of a very small minority of 
financial planners has tarred all of us with the 
same brush. 

When the bad publicity started about 10 years 
ago, I deliberately set out to counter the poor 
perception we all faced with much better client 
engagement at the initial client meeting. I have 
honed my client engagement skills over the last 
decade to ensure client negative perceptions of 
the profession are allayed at the initial meeting. 
So what do I do?

At the first meeting, I ensure the discussion 
revolves around the client and what they want 
to achieve. Their present financial situation is 
secondary to the conversation. I also visualise 
their future on a large board in our office. Every 
prospective client gets emailed the visual about 
their future, regardless of whether they become 
a client or not.

Today, everyone is talking but not many people 
listen. So, part of my client engagement work 
is to ask a lot of insightful questions, and then 
listen and attentively record their responses. I 
show a genuine interest in them as people.  

As Dale Carnegie, the author of the best seller 
‘How to win friends and influence people’, said: 
Everyone’s number one topic is themselves.

Once I draw the client’s future wants, I’m able 
to gauge whether I’m in a position to genuinely 
help them. If I believe I can help them, I ask 
them whether they’d like my assistance. Very 
few people physically record what they’d like to 
do going forward. The vast majority of us carry 
vague thoughts in our head.

To date, what I have stated above, together with 
other things I do, have assisted me overcome 
the negative perception we are all dealing with 
at present.

Anne Graham CFP® LRS®

CEO/Financial Planner, Story Wealth Management
Licensee: Securitor

The road to building trust commences well 
before a client ever walks into our office or picks 
up a phone. 

Thanks to the 24 hour news cycle, social 
media and our highly-connected world, we are 
constantly being scrutinised by the media and 
assessed by the broad community. 

As such, the consumer has formed an opinion 
of the financial planning profession, and us as 
individuals, well before they engage with us 
personally, so it’s important to understand that 
your actions can have a lasting influence over 
time. It’s important, therefore, to make your 
actions count.

Knowing that we can change the perception 
of the profession and those around us is 
the first step to building trust. In order to 
build trust, it’s important to be authentic and 
transparent. Do what you say you’ll do and 
deliver on the promise. 

Be conscious of the impact you have when 
using social media or other marketing tools, as 

they can be used to broadcast the good that 
planners do. 

As we know, many people don’t have much 
idea about what we do and this contributes to 
a low level of trust. The trust builds as clients 
understand more about the value a financial 
planner can add. They become advocates and 
spread the word. 

Separating the noise from what’s important and 
focusing on what matters to clients, is another 
way of building trust. 

Stop the jargon and complexity; break the 
process down into simple, easy to follow and 
understand steps; and be transparent. We 
can’t trust what we don’t understand.

When it comes down to it, most people want 
to look after their families, make sure they have 
a good retirement and provide for the next 
generation. Focusing on this, as opposed to 
the newest product or latest returns, builds 
connections with people and that is the 
foundation of trust. 

Opinion
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Budget 2017

Superannuation

Downsizing and contributing to super 
From 1 July 2018, the Government has 
proposed that people aged 65 and older 
will be able to contribute proceeds from 
the sale of their home to super. A client can 
make a non-concessional contribution of up 
to $300,000 regardless of their age, work 
status or total super balance. The home 
must be their principal place of residence 
and it must be held for at least 10 years. 

A couple can contribute up to $300,000 
each from the sale of the same home, 
making this a $600,000 contribution.

A contribution made under this concession 
will still count under a client’s Transfer 
Balance Cap if it was used to commence 
an income stream. Furthermore, any 
contribution would be assessable under the 
Centrelink and DVA assets and income tests.

First Home Super Saver Scheme 
Under this scheme, from 1 July 2017, first 
home buyers will be able to make voluntary 
contributions to super and withdraw them, 
along with associated earnings, to purchase 
their first home. Withdrawals will come into 
effect from 1 July 2018. Contributions will be 
taxed at the client’s marginal tax rate, with a 
30 per cent offset applied.

Existing contributions caps will apply. 
In 2017-18, the concessional cap is 
$25,000 and the non-concessional cap 
is $100,000. However, contributions able 
to be withdrawn under this scheme will 
be limited to $15,000 per year, up to a 
maximum of $30,000. The withdrawal 
amount will be less any contributions tax 
payable on concessional contributions.

Members of a couple can both use 
this scheme to purchase their first 
home, which can effectively double the 
amount available to them. However, 
SG contributions will not be able to be 
withdrawn under this scheme.

As well as contributions made under 
this scheme, earnings associated with 
those contributions will be able to be 
withdrawn. These associated earnings will 
be calculated as accruing at the rate of the 
Shortfall Interest Charge (which is currently 
4.78 per cent per annum).

Non-arm’s length arrangements 
From 1 July 2018, the non-arm’s 
length income provisions that apply to 
superannuation will ensure that expenses 
that would normally apply in a commercial 
transaction are included when considering 
whether the transaction is on a commercial 
basis. This will limit the opportunities for 

members to use related party transactions 
on non-commercial terms to increase their 
superannuation savings. 

Financial services

New external dispute resolution body 
The Government has announced the 
establishment of a new dispute resolution 
body, the Australian Financial Complaints 
Authority (AFCA), effective from 1 July 
2018. AFCA would replace the Financial 
Ombudsman Service, the Credit and 
Investments Ombudsman and the 
Superannuation Complaints Tribunal. 
The new body is to be funded by the 
financial services industry and its decisions 
will be binding.

Taxation

Medicare levy 
The Government has announced that the 
Medicare levy will increase from 2 per cent to 
2.5 per cent from 1 July 2019. The increase 
is to ensure the National Disability Insurance 
Scheme (NDIS) is fully funded.

Major banking levy 
A major bank levy will be introduced for 
Authorised Deposit-taking Institutions from 
1 July 2017. The levy will be an annualised 
rate of 0.06 per cent.

Budget 2017 highlights
On 9 May, the Federal Treasurer Scott Morrison, handed down his 
second Budget. The following are the key Budget 2017-18 highlights 
that will be of most interest to planners and their clients.
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Residential rental properties 
From 1 July 2017, tax deductions for travel 
expenses related to inspecting, maintaining 
and/or collecting rent for a residential 
rental property will be discontinued. In 
addition, plant and equipment depreciation 
on residential property will be limited to 
the actual outlay incurred for properties 
purchased from Budget night.

Deductibility threshold 
The deadline enabling small businesses to 
immediately deduct purchases of eligible 
assets costing less than $20,000 has been 
extended to 30 June 2018. Assets valued 
at $20,000 or more and which cannot be 
immediately deducted, can continue to be 
placed into the small business simplified 
depreciation pool and depreciated at 15 per 
cent in the first income year and 30 per cent 
each income year thereafter.

The current laws that prevent small 
businesses from re-entering the simplified 
depreciation regime for five years if they opt 
out, will continue to be suspended until 30 
June 2018. 

Higher Education Loan Program 
From 1 July 2018, the income threshold at 
which HELP debts must begin to be repaid 
will lower from $55,874 to $42,000. The rate 
at which repayments must be made will 
increase with a person’s income – from 4 per 
cent up to 10 per cent for those individuals 
earning more than $119,881.

Foreign property investors 
The Government has made a number of 
changes in relation to foreign investors 
owning residential property. These include:

• A charge of at least $5,000 where a 
residential investment property is left 
unoccupied for six months or more per 
year.

• The removal of the CGT main residence 
exemption for foreign and temporary 
tax residents.

• Increasing the CGT withholding rate 
to 12.5 per cent and reducing the 
threshold to $750,000 from 1 July 2017.

• Foreign investment in new developments 
will be capped at 50 per cent. 

Affordable housing through MITs 
The Government will enable Managed 

Investment Trusts (MITs) to invest in 
affordable housing. For investors to receive 
concessional taxation treatment through 
a MIT, the affordable housing must be 
available to rent for at least 10 years.

Affordable housing tax incentives 
From 1 January 2018, the CGT discount 
for resident individuals who elect to invest 
in qualifying affordable housing will be 60 
per cent (not 50 per cent).

To qualify for the higher discount, housing 
must be provided to low/moderate income 
tenants, managed through a registered 
community housing provider, and the 
investment held for a minimum of three 
years. Rent must also be charged at a 
discount below the private rental market rate.

Social security

Family Tax Benefit 
From 1 July 2018, the Government will 
apply a 30 cents in the dollar taper rate 
to FTB Part A recipients with a household 
income in excess of the Higher Income 
Free Area (currently $94,316).

The Government will also not proceed with 
an increase to the maximum rate of FTB 
Part A announced in the 2015-16 Mid-Year 
Economic and Fiscal Outlook. It also 
proposes to maintain the rates of FTB at their 
current levels for two years from 1 July 2017.

Energy Assistance Payment 
Recipients of the Age Pension, Disability 
Support Pension, Single Parenting 
Payment and several DVA payments will 
receive a one-off payment to assist with 
the rising cost of electricity. The Energy 
Assistance Payment will provide $75 for 
single recipients and $125 for couples. To 
be eligible for payment, recipients must be 
residents in Australia.

Pensioner residency requirements 
From 1 July 2018, claimants of the Age 
Pension and Disability Support Pension 
(DSP) will be required to meet one of the 
following requirements:

• Have 15 years of continuous residence 
in Australia.

• Have 10 years of continuous residence in 
Australia, with five years of this period  

being during their working life (which 
extends from age 16 to Age Pension age).

• Have 10 years of continuous residence 
in Australia, without having received an 
activity tested income support payment 
for a total of five years.

• Have become disabled in Australia (DSP).

Liquid Assets Waiting Period 
The maximum Liquid Assets Waiting 
Period will increase from 13 weeks to 26 
weeks from 20 September 2018, when 
a claimant’s liquid assets are equal to 
or exceed $18,000 for singles without 
dependants or $36,000 for couples and 
singles with dependants.

Pensioner Concession Card 
The Pensioner Concession Card will be 
reinstated on 9 October 2017 for those who 
lost their Age Pension following changes to 
the pension assets test from 1 January 2017.

JobSeeker Payment 
From 20 March 2020, the Newstart 
Allowance and Sickness Allowance will 
be combined into one benefit – the 
JobSeeker Payment. This payment will 
be set at the same level as the current 
Newstart Allowance.

However, as a result of this new benefit, 
a number of existing payments will be 
phased out. These include:

• Widow Allowance – closed to new 
recipients from 1 January 2018, and all 
recipients will have transitioned to the 
Age Pension by 1 January 2022.

• Partner Allowance – will cease on  
1 January 2022, when all recipients 
have transitioned to the Age Pension.

• Widow B Pension – will cease on  
1 January 2020. All recipients will be 
transitioned to the Age Pension with no 
reduction in their payment rate.

• Wife Pension – will cease on 1 January 
2020. All recipients will be transitioned 
to the Age Pension or Carer Payment 
with no reduction in their payment rate.

• Bereavement Allowance – will be closed 
to new recipients from 20 March 2020 
and replaced by the new JobSeeker 
Payment.

Financial Planning kindly acknowledges 
the FPA and wealthdigital for their 
assistance with this Budget analysis.
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A country practice
They breed them tough in the bush. And with life in rural Australia often 
difficult, you need to be tough. Jayson Forrest talks to three planners 
about the challenges and opportunities facing planners in the country.
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Does the thought of rolling green 
pastures, clean air and uncongested 
roads sound appealing? It sure does, 
but while making the tree-change to an 
idyllic country lifestyle sounds desirable, 
it’s not for everyone.

Firstly, there’s the tyranny of distance 
from cities and regional centres 
to contend with, then there’s the 
omnipresent threat of drought or flood, 
reduced access to essential services, 
employment opportunities, harvest 
yields, and global commodity prices all 
to deal with.

There’s no doubt about it, for many, life 
on the land is tough. 

And for planners working in regional 
and rural communities, it’s this constant 
challenge of dealing with the vagaries of 
the land that sets them apart from their 
city-based colleagues.

For example, ask any planner working in 
the bush to name the most challenging 
aspects facing them as professionals, 
and invariably it’s remoteness and farm 
succession planning they refer to.

But then there’s also farm debt mediation, 
farm finance, farm management deposits, 
estate planning and tax planning around 
cropping and harvesting time that also 
figure highly in the financial planning 
process of country planners.

“From a planning perspective, dealing 
directly with farmers is the key point 
of difference between rural-based 
practitioners and their peers in the city,” 
says Robert Goudie CFP® – a financial 
planner working at Meritum Financial 
Group in the western Victoria community 
of Horsham.

“With the farming community, you have 
to get used to highly fluctuating incomes. 
For example, in 2016, it was a year of 
record yields and probably the best that 
some of my 80-year-old farming clients 
have ever seen. But in 2015, we were in 
drought,” Goudie says. 

“So, from year to year, client incomes do 
fluctuate, which affects the tax planning 

around that. So, working with a client’s 
accountant is incredibly important, to 
make sure right financial decisions are 
made each financial year.”

And then there are the many unique 
strategies around farmers, in terms 
of farm succession planning and 
Centrelink, that a country practitioner 
needs to be aware of. “So, getting your 
head around those issues for your 
farming clients is really important,” 
Goudie says.

For Mildura-based director and owner of 
The Farm Protectors, Stephen Wait CFP®, 
another consideration for rural practitioners 
to contend with is the “small town factor”, 
where everybody knows everyone. 

“That means a planner living and 
working in a rural community needs to 
build their own profile, and there’s no 
room to make mistakes. So, somebody 
being unhappy with your work can have 
a profound effect on your business.”

Wait adds that it can also be tricky 
working with clients in a small 
community when the need arises to 
identify another professional the client 
is working with, such as a solicitor or 
accountant, who has made a mistake or 
failed to highlight an issue with the client. 

“In circumstances like this, the planner 
needs to be very careful in how they 
present this to the client,” he says. “In 
a town the size of Mildura, everybody 

knows everyone. So, when highlighting 
the errors of another professional, you 
need to handle it with a great deal of care, 
because it’s a small town and small town 
people talk. Situations like this do happen 
and sometimes at the risk of losing a client 
because the client may actually favour 
what the other professional is doing.”

He agrees with Goudie that tax planning 
and constantly adjusting client incomes 
based on seasonal vagaries, is a 
constant challenge for a country planner.

“We actually look at doing tax planning 
with our clients three times a year, which 
may surprise some people” Wait says. 

“We do this pre-harvest, to try and get an 
idea of what they are looking to plant; post-
harvest, to work out what they yielded in 
crops and any issues that arose out of 
that, like problems with machinery; and 
pre-tax, which happens in mid-May with 
an aim to have it completed by mid-June, 
because if a farmer is looking to purchase 
machinery, then it needs to be done with 
enough time to actually have it completed 
by the end of the financial year.” 

It’s a view supported by Bush & 
Campbell Financial Services senior 
financial planner, Sharon Ferguson AFP®.

Working out of the firm’s Wagga Wagga 
practice in the Riverina region of NSW, 
Ferguson says county planners need 
to be astutely aware of the seasonality 
of farming within the overall financial 
planning process.

“With the farming 
community, 

you have to get 
used to highly 

fluctuating 
incomes.”

– ROBERT GOUDIE
Robert Goudie CFP®

Continues on page 18
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“Our review program with our farming 
clients has to be very specific. So, 
we’re very mindful of the cropping and 
harvesting periods when they’re just too 
busy to reach,” she says. 

“We therefore fill any gaps during these 
specific farming periods with our non-
farming clients, which enables us to best 
utilise our time. So, between our farmers 
and non-farmer clients, the practice 
management side of our business needs 
to be managed well.”

Farm succession planning

For Ferguson, farm succession planning is 
one of the more difficult aspects of being a 
rural/regional planner that most city-based 
practitioners would be unaware of.

“It takes a long time to do farm succession 
planning for each client, and for our rural 
clients, it can sometimes take a number of 
years to complete,” Ferguson says. “The 
reason for that is it’s not just a business 
we are dealing with but a lifestyle asset. 
We are also dealing with an emotional 
asset because in a lot of cases, it’s a 
generational asset.”

Ferguson’s firm has been around for 
over 100 years, and over that time, it has 
dealt with up to six generations of family 
members. 

“So, we have a lot of family relationships 
to protect. It’s not just about the financial 
strategies that you’re putting in place, 
you’re also dealing with the emotion of 
what’s going on within the family,” she says.

“Farm succession planning is not easy. It’s 
hard for some farmers to make the decision 
to hand over the farm to the next generation. 
Typically, with the farming business, there is 
an asset that potentially is not just financially 
supporting one family, but is supporting 
multiple families. So, while the younger 
generation might be handed on an asset, 
in which they need to look after themselves 
financially, they also might have an obligation 
to look after mum and dad as well.  

“So, this takes a long time of planning. And 
protecting those family relationships are 
probably even more important, at times, 
than the financial side.”

Goudie agrees saying how to pass on the 
family farm to the next generation of farmers, 
while ensuring the farming business remains 
viable, is one of the most difficult planning 
issues confronting him and his practice. 

“Communication is key to doing farm 
succession planning well,” Goudie says. 
“It’s about making sure that all the entities 
involved in a farm succession plan are aware 
of what’s happening. There’s a lot involved: 
obviously, there is the business itself and 
making sure that the business is viable for 
the next generation; then there is the client 
farmer who is trying to step back from the 
farm; the new generation of farmers stepping 
up; and the non-farming children who have 
some expectation that they might benefit 
from their parents’ estate. 

“So, in my experience, farm succession 
planning for the children is never equal. While 
you always push for it to be fair, it’s all about 
making sure the lines of communication 
are open for everyone involved, so the 
expectations are set properly. This is 
important for the non-farming children, so 
they know what they might receive down the 
track. Expectations are set, expectations are 
met, and hopefully, no wills are contested.”

Wait agrees that farm succession planning 
is one of the most difficult planning issues 
he faces when providing financial advice to 
the farming community.

“I think succession planning in any form - 
farms or businesses - is one of the most 
difficult things planners do, because 
sometimes people don’t want to let go, 

and sometimes the younger generation 
want to have more control and say in the 
business earlier than expected,” Wait says. 
“Farm succession planning requires family 
participation and this often means it’s a 
family counselling service.”

Wait approaches this type of succession 
planning very carefully. This involves 
getting as much information as he 
can from the client at the beginning 
of the process, and working out their 
expectations from the onset.

“At some point, you must get all family 
members in the room together to go through 
the succession plan and openly discuss 
it. But I try and meet each family member 
individually before you meet them all as a 
group, so you’ve got a clearer understanding 
where each one is coming from,” Wait says. 
“It’s a time consuming process but if done 
right, it can be very satisfying.”

Technology

Interestingly, the rapid development of 
cloud-based and online technologies, such 
as Skype, is making it easier for more county 
practices to overcome distance issues with 
their clients, which not only helps them with 
greater business efficiency but effectively 
allows them to grow their business, 
particularly with more remote clients.

“We have access to quite a lot of webinars 
that are put on regularly by our licensee, as 
well as webinars that are put on by the FPA 
and the SMSFA. So, a lot of our professional 
development and ongoing training is 
delivered by webinar, which for us, is much 
more convenient and efficient than travelling 
over three hours to Melbourne for a two hour 
session,” Goudie says. “So, the development 
of these new technologies is fantastic for 
regional practices like ours.”

He is also successfully using technology to 
service many of his clients who find it difficult 
to drive into town to see him.

“In terms of having periodic face-to-face 
visits with clients, we really don’t expect to 
have that with clients who live some way 
from town. It’s very inefficient for country 
people to spend 2-3 hours driving to an Sharon Ferguson AFP®
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appointment, so we make client visits work 
by other means.”

He does this by using Zoom – a video 
and web conferencing service – which he 
utilises to complete reviews with remote 
clients from their own home.

“Zoom allows us to connect with clients 
without linking to accounts like you need 
to do with Skype. We can share screens 
and we can record both video and audio to 
upload onto the client file,” he says. 

“We film a lot of our seminars that we 
present locally here, and turn them into 
webinars. We widely use a lot of software 
and social media, like You Tube, which has 
enabled us to stay in close contact with our 
clients, without them having to come into our 
office. And this all helps to build trust, while 
delivering them the information they require.”

Goudie also uses online data collection 
and questionnaire tools when gathering 
information concerning a client prior to them 
coming in to see him, or in terms of getting 
feedback on decisions that need to be made 
on an ongoing basis for their portfolios.

When it comes to dealing with clients, Wait 
also turns to advancements in technology 
to overcome the tyranny of distance.

He is currently using Skype as an alternative 
face-to-face option for clients and uses cloud 
technology for all his systems.  

Currently, his business is considering 
SuiteBox – an online service that brings 
together secure video meetings, allowing 
users to screen share any documents, tools 
and applications, while providing the latest 
digital signing and verification technology.

With practices in Wagga Wagga, Lockhart 
and Tumbarumba, Ferguson’s firm 
combines traditional face-to-face client 
meetings with evolving technological 
innovation to overcome the challenges of 
distance when dealing with their clients.

Ferguson says while the practice does use 
technologies like Skype, she concedes this 
is something that her older clients aren’t 

1. Community
“Rural and regional living means there 
is the ‘small town mentality’, where 
everyone knows everybody. So, it’s 
very important you embrace the 
community and become part of it,” says 
Robert Goudie.

2. Build a network
“Building a network in your local 
community is probably one of the 
most important things you can do,” 
Stephen Wait says. “You need to have 
a network of referral sources, and not 
just accountants.”

Sharon Ferguson agrees: “Having 
the right business partners in a 
rural/regional community is very 
important. By partnering with the right 
professionals, we can ensure the client 
is properly looked after.”

3. Mentors
“I’d advise planners to consider being 
mentored and partnering with more 
experienced professionals,” Ferguson 
says. “With farm succession planning, 
I went to a solicitor who was very 
specialised in this field. I’ve used him as 
a mentor and what I’ve learnt from him 
has been invaluable.  

4. Communication
“This is all about being front and 
centre,” Goudie says. “It’s about 
providing information and education to 
your clients, which will help position you 
as someone they can trust.”

Ferguson agrees: “Start your 
conversations with clients early. When 
you’re dealing with multiple generations 
within the family, complex issues like 
farm succession planning take a long 
time to do.

5. Business efficiency
“Many businesses these days are 
cloud-based, which means that if we’re 
out and about, we’ve still got access 
to all the tools that we would have if we 
were sitting in the office,” says Wait.

6. Client clusters
One of Ferguson’s tips is to try and 
cluster clients. “So, from a distance 
perspective, if I can try and cluster a 
group of clients who might live two 
hours away from the office, then I can 
cover those clients in a two day trip.”  

7. Feedback
“Look for feedback from clients,” says 
Goudie. “We do a lot of questionnaires 
around our service. Your clients’ 
feedback will be invaluable in helping to 
shape your business.”

8. Multi-discipline 
“Working in the country, we have to 
be a multi-discipline firm, because we 
cover lots of different areas of financial 
planning with our clients,” Ferguson 
says. She adds that planning practices 
should be prepared to outsource 
services that they are unable or 
unwilling to do, like mortgage broking.

9. Staff 
“Finding the right staff in a small 
regional centre can be tough, so when 
you do find them, you need to make 
sure you look after them,” Goudie says.

10. Marketing
“Use marketing opportunities in your 
local area,” says Goudie. “We work with 
our local newspapers and use social 
media. By doing so, we can market quite 
effectively within our small local area.” 

10 tips to better business
When it comes to doing business better in the country, 
our planners offer the following tips:

Continues on page 20
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Rural Financial 
Counselling Service
 
The Australian Government’s Rural 
Financial Counselling Service (RFCS) 
provides free rural financial counselling 
to people working in rural Australia who 
are suffering financial hardship.

There are 12 service providers across 
Australia that employ rural financial 
counsellors to assist clients in need. The 
RFCS program is funded by Federal and 
State Governments.

Ways in which the RFCS can assist rural 
businesses include:

• help identify a person’s financial and 
business options;

• help individuals negotiate with their 
lenders;

• help a person develop an action plan;

• help support an individual to access 
the Farm Household Allowance;

• provide information about government 
and other assistance schemes;

• refer individuals to specialists, like 
financial planners;

• refer individuals to the Department of  
Human Services and to professionals 
for succession planning, family 
mediation and personal, emotional 
and social counselling.

Because rural financial counsellors do 
not provide family, emotional or social 
counselling or financial advice, they 
do provide relevant information and 
referrals to specialists. Stephen Wait’s 
practice, The Farm Protectors, does 
receive referrals from the RFCS. “The 
Rural Financial Counselling Service does 
a great job in rural communities and it’s 
definitely needed,” he says.

really interested in using.

She admits that while it’s a little “old-
fashioned”, and a cost to the business, 
she still regularly travels to see her clients 
in person. “And that helps me to better 
understand them and their lifestyle. Clients 
actually like us to come out and see them 
in person, as much as they like to come 
into regional Wagga Wagga to see us, too.”

However, she says it’s a different story for 
her younger clients, who are definitely more 
interested in using technology, like Skype or 
GoToMeeting (an online video conferencing 
service). “So, with these clients, we can use 
apps and technology to not only talk to them 
via their computer screen but to also screen 
share documents. This makes business so 
much more efficient.”

In addition, all three planners also make use 
of social media platforms, like Facebook, 
LinkedIn and Twitter, to keep clients informed 
and to engage with them. 

Country 
practice
And what of any 
advice for planners 
considering making 
the tree change and 
joining a rural/regional 
practice?

“It sounds pretty 
obvious but my 

advice is to fully embrace the culture of a 
small community and get involved with it,” 
says Goudie. “There are the footy clubs, 
school councils, charity groups; like any 
community, there are plenty of opportunities 
to get involved and meet people.”

This also means supporting local 
community events. 

“For example, we’re doing the Biggest 
Morning Tea, which we’ve done for the 
past eight years. We’ve being doing 
this in conjunction with a couple of local 
newspapers. They provide us with some 
editorial and marketing, and we put on 
the event. By doing so, we’ve managed 
to raise many tens of thousands of dollars 
over the years.”

And finally, Goudie says it is particularly 
important in a small community to build 
relationships and set strong service 
expectations. He says that means finding 
out what clients want and delivering on 
those expectations. 

It’s a sentiment supported by Ferguson.

“You need to understand the importance 
of becoming part of that community,” 
she says. Ferguson also adds that while 
a practitioner can learn the technical 
element of being a good planner within a 
reasonable period of time, the counselling 
and relationship skills needed to work 
in a rural community will only come 
with experience. 

And then there’s distance to consider, 
and what that might mean to an 
individual’s education and continuing 
professional development.

“Because of distance, it’s not always 
possible for us to attend seminars, study 
groups or events in the city, because it’s 
just too expensive in terms of time out of 
the office and travel to get there.”

However, she is successfully managing 
this challenge by joining with her peers to 
bring out educators to the country.

“Recently, I got the FPA’s aged care 
team to come to Wagga Wagga, where 
we ran three days of training in our 
office. We made this available to all our 
colleagues in the region. While we’re all 
separate businesses, by putting aside our 
competitiveness, we can get so much 
more out of working together.”

For Wait, having previously worked and 
lived in the city, making the move to the 
country was one of his “better decisions”.

“For any financial planner thinking of 
making the change to the bush, just do it,” 
he says. 

“The country lifestyle is not only great for 
families but there are good opportunities 
in the country. You may not make as much 
as a city planner, but generally the cost of 
living in the country is cheaper. And I think 
the clients in the country tend to be more 
loyal, too.”
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Around 25 years ago, western nations 
embarked on a mission to slash severe 
poverty. Not only has this been achieved 
beyond expectation, but also in half 
the time. 

The repercussions of this have been 
profound, changing the investment 
landscape and heralding the next stage 
in our economic development. The fact 
is, with far less babies, and those of us 
already here hanging around for decades 
longer, mean shrinking numbers of 
workers. This doesn’t bode well for growth.

Workforce growth

The numbers are sobering: 40 per cent 
of families globally now have less than 
two children, just 18 per cent with three 
and more, with the rest in between – 
representing a massive downshift. 

This resulted in workforce growth halving 
the post WWII average of 2 per cent per 
annum, to only 1 per cent per annum. It is 
a natural result of the improving health of 
babies and older people, and better rights 
and conditions for women.

Fast forward to the present day, and the 
result of this is that we have 1.4 billion less 
workers in the world than we otherwise 
would have. Our GDP growth trajectory 
has thus radically flattened but all our 
assumptions in figuring out the future 
remain unaltered.

The impact is harder on developed 
nations and almost all of these are already 
suffering. The reduced numbers cannot 
provide the level of required fuel to drive 
the sort of growth we are accustomed to in 
supporting longer term investment returns. 

The GDP downshift
Global demographics are rapidly changing the rules of investing. 
Grant Pearson looks at what this means for advisers and investors 
when it comes to building more resilient investment portfolios.
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At first this may seem counter intuitive, 
as world population overall continues to 
grow, peaking to over 10 billion after 2050 
before then sliding irreversibly downwards. 
Presently it stands at 7.3 billion. 

This big ‘fill up’ of people is the result of 
an ageing population, not large numbers 
of children being born (new workers and 
consumers). The arithmetic is irrefutable. 
The trend in all OECD nations without 
strong immigration is clear. Australia will 
have to grow its immigration if it is to stave 
off a similar result. In developed nations, 
the birth rate is barely at, and usually 
below, the replacement rate of 2.1 babies 
per woman. 

For example, Germany requires 1.5 million 
immigrants every year until 2030 just to 
maintain the current size of its workforce. 
All of the world’s powerhouses we are 
dependent upon – China, India, the 
USA, Japan and all of Europe – are in 
the same boat. 

The glacial pace at which this change 
moved over 25 years of focused poverty 
reduction and rising prosperity, meant we 
missed it. Right at the time its first impacts 
should have been felt, that noisier ‘big 
bang’ event, the GFC, obscured it. Like 
the noisy child’s tantrum over that of their 
quietly sick sibling, all eyes and efforts 
were on the noisy one. 

Could this explain why gargantuan efforts 
to reboot economies since the GFC have 
failed and are frustrating all new attempts?  

This equation is why this issue of 
workforce growth is important: 
Global GDP Growth = Growth in 
Workforce + Growth in Productivity.

Both addends generating the sum are 
much lower and moving more so than we 
have ever experienced since before WWII. 
This means lower growth and in turn, lower 
returns. (I will take a look at the second 
addend, Productivity, in a future article.)

Fewer workers mean lower tax receipts, 
less consumption and less people 
engaged in expanding the GDP and wealth 
of nations, along with broader innovation 
and invention. 

This reduction in the workforce is 
happening at the same time as an 
explosion in older people (whom by the 
way consume less of almost everything 
– an average of 30 per cent less in food 
alone), and who also demand more in 
financial support and for longer.

By the time the latest additions to our 
families marry, there will be over two billion 
people aged over 60 and some 450 million 
over age 80. These tectonic changes will 
alter average investment returns and how 
and where good returns are to be found. 
The demographic workforce number sits 
quietly behind almost all base assumptions 
in calculations, strategies and models of 
investment, and that number is a very 
different one looking ahead.  

Insync Funds Management conducted an 
in–depth look at the facts and the maths of 
how demographics are changing the rules 
of the investing game, culminating in a 45 
page whitepaper titled: The Unstoppable 
Global Downshift. 

As the author of this whitepaper, it’s 
fair to say that almost all the beliefs we 
commonly hold on the first world/third 
world are accurate. The data depicts a 
very different and fascinating story of 
today’s reality, one we all better become 
schooled up on if we are to prosper 
moving forward.

Productivity growth

Unlucky for us all was the second crucial 
and equally powerful driver of growth, 
which is also in decline or flat – productivity 
growth. This is the case in all major nations 
and in every developed nation. Combined, 

both are driving down GDP growth, sitting 
at just two-thirds of the 3 per cent rate 
since WWII and still falling once China’s 
temporary outsized growth spurt is 
normalised (3 per cent if you leave it in).

China’s temporary outsized catch-up 
makes up one-third of global growth (not 
even counting the growth it creates in 
other economies). To create sustainable 
growth well above 5 per cent, a nation 
needs workforce growth and productivity 
growth to both exceed 3 per cent. 

China has a rapidly shrinking workforce. 
It also has one of the fastest ageing 
populations on earth and never before has 
it seen rates of credit growth outstripping 
its GDP growth by around 50 per cent. 

Economists and bankers know you can’t 
cheat this 3 per cent rule for very long 
without bad consequences. We would 
all do well to remember the fable of ‘The 
Emperor’s New Clothes’.

So, which nations have the 3 per cent 
conditions? Perhaps Nigeria, Philippines, 
Bangladesh and Kenya? No, they’re hardly 
places to bet our future wellbeing on. 
And it’s not the USA, Japan, China, India 
or all of eastern and western Europe, let 
alone Australia.

The global debt binge response to the 
GFC and China’s once off economic 
catch-up have temporarily sheltered us 
from a falling GDP. The asset bubbles in 
equities and property have wasted more 
than half of this credit expansion globally. 
When the music stops, government and 
central banks are largely powerless to stop 
the ensuing severe hardship and damage, 
but this won’t prevent both acts of denial 
and many grand attempts at staving it off 
further, producing even greater problems 
and risks. 

The increased instability in markets, 
economies and geopolitics (like we see 
with Trump, Brexit, the European Union 
and Russia) are the first of many to come. 

In 2016, a further US$7.3 trillion in debt 
was added, equalling 325 per cent of 

Continues on page 24
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global GDP. This debt is driving the asset 
bubbles, providing employment and the 
cash for consumption. It’s now at levels 
never seen before, as central banks 
believe this is the only way to recover from 
the sole cause belief! 

The Insync research points towards there 
actually being two issues keeping the 
world at lower growth levels. Until the 
second is recognised and addressed, 
the ‘Black Jack players strategy’ employed 
by central banks of ‘doubling down’ 
their bets each year after a bad result, 
will not turn things back to the way it 
was, which ultimately will retard company 
results further.

Calculating asset 
allocations

How does falling GDP impact investors? 
Surely this is all just normal cyclical 
machinations? 

In the short-term, investment returns are 
not closely correlated with GDP, but in 
the longer run they are. In the short run, 
companies have used debt to bolster 
results, but a point is reached when debt 
actually hinders progress. Without inflation 
to lower the drag that debt now creates, a 
company must then look to pay it down to 
be able to once again raise their results. 

When ‘professionals’ calculate asset 
allocations, the amount of beta exposure 
for investors via index investing, safe 
drawdown rates for allocated pensions, 
expected income, growth projections and 
so on, they rely on long held beliefs of 
future growth rates that no longer hold up 
to scrutiny. 

The view out the windscreen is now 
very different to the view in the rear 
vision mirror!

A full review of the assumptions is now 
required. How long retirement assets 
will last, asset allocation strategies, 
sequencing risk impact, managing 
increasing volatility and shielding against 
catastrophes, are key examples.

Blind reliance on traditional methodologies 
is endangering both investors and advisers 
for an unrecoverable fall, spelling misery 
ahead for all.

Profound shifts mean profound change. 
Institutions and research firms are usually 
the last to respond to it. They have a 
strong fiscal, cultural and intellectual ego-
like attachment to the present norms. 

Modelling the resulting impact on retires 
makes worrying reading. Insync took 10 
retires retiring in consecutive years from 
1977 – investing, earning and withdrawing 
the same amounts (S&P500 as proxy).

Three ran out of funds well before their life 
expectancy, simply due to retiring in the 
wrong year and enduring below average 
returns early on. The three losers actually 
averaged higher overall returns long-term 
as we see in Chart 1.

A double whammy of bad news for 
retirees occurs with the advent of lower 
GDP growth/lower returns on top of this 
sequencing risk. The rule of 4 per cent for 
safe drawdowns becomes too high and 
the money runs out even faster.

Increased volatility adds further challenges. 
Indeed, the bigger the fall, the bigger the 
return required. Six years is the average 
time of a fall at 20%+ lasting 3+ months. 
Not just forcing destructive additional 
capital drawdowns, this sets investors on 
a path to seek higher returns that carry 
higher risk and therefore endangers them 
further. A present example of this behaviour 
is observed in the ‘search for yield’. This 
dangerous tactic can only end in tears.

Growth

Growth, of course, will still occur above the 
new lower global and national averages, 
but where? 

By 2025, almost half of world consumption 
will be in what used to be called ‘emerging 
markets’. Investors are reticent of investing 
in emerging markets, despite many global 
businesses deriving much of their growth 
from there and this being the future engine 
of world growth. 

Indeed, many corporations have been on 
the ground in these markets for over 50 
years, allocating capital better than any 
investment manager sitting in Sydney or 
London. Insync’s study shows the top 100 
global brands have continued to increase 
income in these nations through all phases 
of  economic cycles and events of severe 
domestic turmoil.

Secondly, new industrial sectors will 

Chart 1 – Long-term returns

Couple Longevity of 
retirement nest egg

Average annual return 
of S&P for 30-year 

period

Average annual 
return of S&P 500 
for first five years 

1977-2006 $0 after 20 years 12.48% 8.13%

1979-2008 $3.2 million after 30 years 11.00% 17.36%

Blind reliance on traditional methodologies 
is endangering both investors and 
advisers for an unrecoverable fall, spelling 
misery ahead for all. 



June 2017  |  Financial Planning  |  25

lead growth in the future. For the few 
Australian companies that do well here, 
the investment fundamentals make ‘buying 
Australian based investments’ usually an 
expensive proposition. One strong sector 
for the future is, of course, medicine. 

Chart 2 depicts relative values of offshore 
domiciled firms versus smaller local peers 
as an example.

Sadly, Australia has little focus, ability and 
presence in the business sectors likely to 
dominate in the future. 

The investment community and 
Government have no stomach, nor 
patience, for expanding our industries 
abroad, where we have good skills and 
compelling offers. Instead it relies on 
‘hope’ that China will continue to defy 
economic gravity and carry us along, so 
we won’t have to adapt and change. 

We will continue to waste effort and 
resources on protecting established 
industries until they finally die. Most of our 
present industrial base will wear the brunt 
of the global GDP slowdown, which means 
broad equity exposure across an entire 
market makes little sense.

Singapore, Canada, New Zealand and 

Australia are posting ‘just okay’ GDP 
results (and are rare exceptions), largely 
the result of strong immigration and 
China’s big catch-up. This should be used 
to buy time to reorganise their respective 
industrial and economic capabilities, just 
as Singapore is doing. 

However, growing anti-immigration and 
cultural biases threaten the one thing that 
could well save this nation – attracting 
talent and contribution from elsewhere. 
Australia invests more in cash terms 
in New Zealand – a tiny nation of just 
4.5 million and 3 per cent growth – 
than rapidly changing and democratic 
Indonesia, also on our doorstep. With 
growth at 6+% and 250 million people, 
with a middle class larger than all of 
Australia, Indonesia is a rapidly developing 
economy. 

Insync’s findings point towards big risks for 
investors not taking steps to adjust for this 
new future.

Lower growth averages and higher, 
more frequent volatility, means the usual 
approach advisory firms have employed 
for decades, must now be upgraded. 

Balanced portfolio theory (bonds vs 
equities) has now been proven not to 
deliver. Manager mixing is rarely done 
well, as most licensees allow the adviser 
to do this themselves with little skill and 
empirical approach utilised, especially so 
in allocated pensions. Two years in cash 
for retirees is not enough to counter the 
risks of the new world. 

For the ever popular index fund investors, 
over time, the lowering of market wide 
averages means they are likely to 
underperform active managers that are 

growth sector specific and take strong 
steps to manage risk (something missing 
from the current active/passive debate).

Sequencing risk, with higher drawdowns 
to meet anticipated income needs, 
requires a re-think in both where and how 
you invest in all the usual asset classes. 
Equities will still be the primary asset class 
for most, but it’s crucial that additional 
thought and measures are developed as 
to what equity sectors, in what way and in 
what regions. 

Moving to direct property will not avoid 
sequencing risk or extend longevity of 
income in retirement. Moving to mainly 
bonds and cash will ensure your money 
runs out, as the yield trap is particularly 
cruel on retirees and sadly misunderstood 
by superannuation trustees.

Perhaps the ‘grey nomad’ traveller should 
extend to investing; that of becoming an 
‘investment nomad’. Go where your money 
is appreciated most, with the best longer 
term prospects, and leave patriotism at the 
door if you are to continue to receive the 
returns in the future that you will need.

Never has there been a more pressing 
time for investors and their advisers to 
revisit assumptions and beliefs, looking at 
the facts and data with fresh eyes.

Grant Pearson is an investment specialist at 

insync Funds Managers and the principal at 

Longitude68 financial consulting.

To download your copy of the whitepaper, 

‘The Unstoppable Global Downshift’, 

which provides an in-depth look at how 

changing demographics, technology and 

productivity has on investing, go to  

www.insyncfm.com.au

Chart 2 – Local versus offshore

Australia 2016 P/E ratio Global 2016 P/E ratio

CSL 27.4x Medtronic 18.5x

Cochlear 36.4x Roche 17.7x

Ramsay Healthcare 31.1x Sanofi 13.3x

Resmed 22.4x Zimmer 15.5x

Go where 
your money is 
appreciated most, 
with the best 
longer prospects, 
and leave 
patriotism at 
the door...
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Financial planners make decisions every 
day – for themselves and their clients. 
Consequently, having highly attuned and 
advanced decision-making skills is critical.

However, most people are unaware of the 
limitations and bias that surrounds their 
decision-making. This bias is pervasive 
and often unconscious.

The brain takes short cuts

Decisions aren’t made on facts alone. 
They are made on assumptions, feelings 
and gut reactions.  

The pre-frontal cortex, which is the part 
of the brain that’s involved in thinking, 
analysing and reasoning, gets tired easily. 

Consequently, the brain, very cleverly, has 
found a way of conserving energy. It takes 
short-cuts. A mental short-cut is known 
as a heuristic. The brain uses heuristics to 
make big things and complex issues easier 
to manage, and ultimately remember.

As the brain takes in new information, it 
tries to make sense of it, so that it knows 
what it needs to do. To ease the cognitive 
load this processing takes, it compresses 
information and sorts it into patterns. 
It looks for things that it has seen or 
experienced before and so, ‘knows what 
to do’.

Of course, the brain’s short cutting 
process isn’t always reliable and it gives 
rise to bias in decision-making. For 
example, the brain may expect to see 
something in a certain way, and so it will 
seek out information to validate that view. 
It filters out information that doesn’t fit with 

its view of the way things should be. It’s 
therefore very easy to close your mind to 
new information that may be relevant and 
help you make better decisions. 

Decision-making traps 
are everywhere

Daniel Kahneman in his brilliant book 
Thinking Fast and Slow shared his years of 
research into this field. He explained how 
the automatic and instinctual part of the 
brain can lead to cognitive bias, and that 
people often place too much confidence in 
their own judgement.

This leads to decision traps such as: 
sunk cost (where due to loss aversion, 
people don’t walk away from something, 
even when the facts show they should), 
anchoring (where decisions are influenced 
by the earliest piece of information 
received), and others.

These traps are exacerbated when 
a person is tired.

The brain is like a muscle. When you work 
out at the gym, your muscles get tired 
and need to be rested. If you want to be 
at peak performance, you get the right 
balance between ‘working’ your muscles 
and ‘resting’ them.

It’s the same for your brain. Every time 
you make a decision, you use up precious 
resources in your brain.  

When the brain is tired, it more easily 
takes the path of least resistance, and 
this is where it gets dangerous. Because 
taking the path of least resistance means 
a person is letting expectations and 

assumptions drive how they think and act, 
rather than being conscious and deliberate 
about the decisions they are making.

For example, a US study of parole board 
decisions found that the decision to be 
paroled had less to do with the facts of the 
case and more to do with when the prisoner 
appeared before the parole board. If they 
appeared in the morning, the prisoners 
received parole about 70 per cent of time. In 
contrast, those later in the day were paroled 
less than 10 per cent of the time. Being tired 
affected the decisions being made.

8 tips to make better 
decisions

It’s important to be deliberate about how 
and when you make decisions. This is 
because good decisions are the result 
of deliberate planning, consideration and 
effort. They don’t happen by chance.  

It was the esteemed management guru, 
Peter Drucker, who said: “Making good 
decisions is a crucial skill at every level.”

The following are eight tips to help you 
master your decision-making:

1. Know your bias – Bias pervades 
decision-making because we don’t make 
decisions on facts alone, and so be 
curious and invite different opinions.

2. Don’t silence the dissenters – 
Be alert to when the person raising the 
dissenting idea is being ignored. Hearing 
their opinion will broaden your perspective. 
 
3. Get deliberate – It’s easy to get 
distracted, so be clear on the process 

Is your decision-
making dangerous?
Michelle Gibbings provides eight tips to guide you through 
mastering your decision-making.
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and timeframe for the decision-making. 
Multi-tasking and good decision-making 
are not a successful combination, as you 
lose concentration and productivity as you 
switch between tasks.

4. Know your options – Get clear on 
the options and likely consequences or 
outcomes. Choosing to do one thing, may 
prevent you from doing something else. 
Understanding the trade-offs means you 
are making the decision with your eyes 
wide open.

5. Be determined – Some decisions are 
easy as the best path forward is quickly 

identified. Other decisions are more 
complex. Be comfortable with the fact that 
sometimes you need to make a decision 
with incomplete data.  

6. Get sleep – When your brain is tired 
it takes the path of least resistance, so 
be conscious of the time of day you 
are making a decision. Make important 
decisions when you are alert.  

7. Make the decision – No decision is a 
decision. Procrastinating will not make the 
process any easier. 

8. Reflect on it – Take the time to reflect 

on the process and outcomes. What 
happened? Did it turn out as expected? 
If not, why not? What could you do 
differently next time? 

Michelle Gibbings is a change leadership 

and career expert, author and founder 

of Change Meridian. Michelle works 

with global leaders and teams to help 

them accelerate progress in complex 

environments. 

 

For more information: 

michellegibbings.com or email 

michelle@michellegibbings.com

Is your decision-
making dangerous?

Don’t silence the 
dissenters. Hearing 

their opinion will 
broaden your 

perspective.
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Legislation, passed in November 2016, included 
a decrease to the non-concessional contributions 
(NCCs) cap from 1 July 2017.

Importantly though, existing NCCs cap rules 
continue to apply until 1 July 2017. As such, up 
to that date, eligible contributors can still use the 
$180,000 NCCs annual cap or up to $540,000 
bring-forward.

Broadly, this legislation reduces the NCCs cap 
to $100,000 per year, or $300,000 using the 
three year bring-forward rule, from 1 July 2017. 
However, additional rules will apply to:

• restrict the use of the bring-forward rule 
for individuals whose total superannuation 
balance (TSB) is approaching $1.6 million (in 
2017-18);

• reduce an individual’s NCC cap to nil, when 
their 30 June TSB is $1.6 million or more; and 

• provide transitional rules for those who have 
triggered, but not fully used, the bring-forward 
prior to 1 July 2017.

These will be explored further in this article.

It’s also worth noting that the rules around 
the assessment of excess NCCs have not 
changed. 

Broadly, that means that if an individual exceeds 
their non-concessional contribution cap, 
notional earnings on the excess are calculated 
and included in their assessable income and 
taxed at their marginal tax rate.

Note: A budget proposal to remove the work 
test requirement for those aged 65 or over did 
not proceed. The work test is still required for 
any contributions made from when the member 
reaches age 65. 

NCC cap rules applicable until 
1 July 2017 

As previously stated, it is important to note that 
the current rules and limits apply to NCCs made 
prior to 1 July 2017. 

That is, eligible individuals may still contribute 
$180,000 per year or up to $540,000 using the 
three year bring-forward rule, irrespective of their 
superannuation account balance(s) – individuals 
are broadly eligible to trigger the bring-forward up 
to and including the year when they reach age 65.

Further, if the relevant bring-forward was 
triggered in 2015-16 or 2016-17, it will remain in 
force for the balance of the period beyond 1 July 
2017, i.e. a new bring-forward period does not 
automatically begin on 1 July 2017. However, 
transitional rules will apply in such situations 
(these will be discussed later).

Notwithstanding this, eligible individuals can 
trigger the bring-forward and contribute the 
whole $540,000 NCCs prior to 1 July 2017, and 
that contribution is not affected by the NCCs cap 
rules which apply after that date. 

Of course, where they do contribute the whole 
amount prior to 1 July 2017, no further NCCs are 
possible until the triggered bring-forward period 
has expired.

NCC cap rules applicable 
from 1 July 2017

From 1 July 2017, the annual NCC cap will 
reduce to $100,000, or up to $300,000 if using 
the bring-forward. This reduced cap is based on 
four times the annual concessional contributions 
(CCs) cap, which will be $25,000 in 2017-18.

Further, when an individual’s TSB as at 30 June 
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in the previous year equals or exceeds 
the general transfer balance cap amount 
(GTBC), that individual will have no NCC 
cap space available, i.e. their NCC cap will 
reduce to nil – for 2017-18 the GTBC will be 
$1.6 million.

If an individual’s 30 June TSB subsequently 
falls below the GTBC in a later year, that 
individual may once again have NCC cap 
space and be eligible to make NCCs in the 
immediate following year.

Any NCCs made by an individual whose 
30 June TSB exceeds their GTBC will 
effectively be excessive NCCs. 

Example

On 30 June 2017, Bob’s TSB is $1.7 
million. In 2017-18, the general transfer 
balance cap is $1.6 million. 

Bob has no NCC cap space in 2017-18.

On 30 June 2018, Bob’s TSB has fallen 
to $1.5 million due to poor investment 
performance. In 2018-19, the GTBC is still 
$1.6 million. 

Bob may have available NCC cap space 
in 2018-19.

Observation: Individuals who have 
difficulties establishing their 30 June 
TSB may need to carefully consider their 
ability to make further NCCs until such 
valuations can be obtained. This could 
occur when assets require a formal 
valuation. This will primarily affect self-
managed super fund members.

New terminology

Total superannuation balance (TSB)

An individual’s ‘total superannuation 
balance’ will be measured each 30 June 
and compared against the ‘general 
transfer balance cap’ amount to determine 
the amount (if any) of NCC cap that an 
individual will have in the immediate 
following financial year. This balance will 
also determine an individual’s eligibility to 
trigger the bring-forward and the amount of 

the bring-forward.

TSB is the sum of an individual’s:

• accumulation superannuation balances, 
plus

• account balance of any transition to 
retirement (TTR) pensions, plus

• modified personal transfer balance 
account (i.e. the sum of any retirement 
pensions commenced), plus

• amounts not counted above because 
they are rollovers, less

• amounts contributed under the 
exemption for structured settlements/
compensation or damages payments 
arising from personal injury claims.

The TSB includes both tax-free and taxable 
components.

An individual’s personal transfer balance 
account is the value (at commencement) 
of concessionally taxed or tax exempt 
retirement income streams that an 
individual has commenced. This includes 
a notional account balance for a defined 
benefit (DB) and constitutionally protected 
fund (CPF) and others that do not have an 
account balance, e.g. annuities or where 
access to capital is restricted, like a term 
allocated pension (TAP).

Where an individual has an interest in a DB 
or a CPF but has not yet commenced the 
income stream, the amount that will be 
counted towards their TSB is the amount 
they would receive if they voluntarily 
caused the interest to cease (i.e. left 
the fund).

Note: It is beyond the scope of this article 
to examine the pension transfer balance 
account in detail.

The value of any contributions or retirement 
income streams commenced solely with 
the proceeds of structured settlement/
personal injury amounts is excluded from 
both the modified and personal transfer 
balance account. However, earnings on 
these structured settlement amounts are 

included in an individual’s TSB.

The modified personal balance transfer cap 
is different from the individual’s personal 
transfer balance cap. The modified cap 
includes the actual 30 June account 
balances for account based/market 
linked retirement pensions and annuities, 
whereas the personal transfer balance cap 
measures the value of these retirement 
income streams at commencement 
and adjusted for specified credits and 
debits. The notional/crystallised balance 
at commencement of DB pensions, CPF 
pensions and annuities is also included.

Example

On 1 July 2017, John commenced an 
account based pension (ABP) using 
his accumulated super balance of $1.6 
million. The amount counted against 
John’s personal transfer balance cap 
account is $1.6 million.

On 30 June 2018, the balance of John’s 
retirement ABP is $1.5 million and John 
has no other superannuation interests.

This is the value for John’s modified 
personal transfer balance cap used to 
determine his 30 June TSB. 

If the GTBC is still $1.6 million, John may 
have NCC cap space in 2018-19 and can 
make NCCs in that year.

Rollovers

These are amounts that are ‘in transit’ 
between super funds as at 30 June. As 
such, they are not currently included in any 
account balance or otherwise reported.

Structured settlements

Amounts from structured settlements/
compensation or damages claims arising 
due to personal injury settlements are 
excluded from the $1.6 million TSB. These 
amounts can continue to be contributed 
using the existing ATO election form and 
accompanying medical certification, so 

Continues on page 30
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they are excluded from the NCC cap. 
That is, it is possible for an individual to 
have a TSB in excess of $1.6 million and 
still contribute proceeds of structured 
settlements.

Amounts from structured settlements 
will also be excluded from their personal 
and modified transfer balance cap when 
commencing ‘retirement’ pensions.

Small business CGT concessions

These amounts are excluded from the 
contribution caps, however, are included 
in an individual’s TSB. So, it’s possible 
to contribute amounts under the 15-year 
exemption (currently up to $1.415 million) or 
the retirement exemption (up to $500,000 
lifetime limit) when the individual’s 30 June 
TSB is approaching or even exceeds the 
$1.6 million GTBC. 

Where the individual has both amounts 
that qualify for the small business CGT 
exemptions and other amounts to be 
contributed under the NCC cap, they 
can still contribute both these amounts 
within a single year. As their TSB and 
eligibility to make NCCs is measured at 
the immediately previous 30 June, timing 
considerations in respect of these two 
different contributions do not arise, e.g. as 
long as their 30 June TSB is less than the 
GBTC making contributions using the CGT 
exemptions would not otherwise prevent 
other NCCs (within the bring-forward rules 
below), even if the TSB is then exceeded 
within the year.

However, the timing of the contribution 
could become an issue if, say, the 
individual contributed CGT concession 

amounts prior to 30 June, which then 
limited or excluded the individual from 
making further NCCs in the following 
year(s) due to the 30 June TSB exceeding 
the GTBC. In that case, it would be 
preferable, if possible, to contribute the 
NCCs first prior to 30 June, then contribute 
the CGT concession amounts after 30 
June, as they are not then restricted by 
NCC cap limitations.

Bring-forward rules from 
1 July 2017

Most of the rules around triggering the 
bring-forward do not change, including:

• The bring-forward will be triggered when 
NCCs in a year exceed the annual NCC 
cap, initially $100,000; and

• An individual must be age 64 or younger 
at the beginning of the financial year to 
be eligible to trigger the bring-forward. 
The work test must be met if the 
contribution is made after an individual 
turns age 65.

However, new rules apply from 1 July 2017, 
which will limit the ability and the amount 
of bring-forward that can be triggered, as 
an individual’s 30 June TSB gets closer to 
the GTBC of $1.6 million in 2017-18. This is 
illustrated in Table 1 (see above).

As such, from 1 July 2017, the bring-
forward period will not always be a fixed 
three-year period but may be either two 
or three years as determined by the 
individual’s 30 June TSB.

It should also be noted that if an individual 

triggers the bring-forward, but does not 
use the full amount in the first year, their 
ability to contribute the unused amount in 
later years is based on their 30 June TSB 
still being below the GTBC.

Example

On 30 June 2017, James has a TSB of 
$1.390 million. In 2017-18, the general 
transfer balance cap (GTBC) is $1.6 million. 
James is not in a previously triggered bring-
forward period. 

As James’ TSB is below $1.4 million as at 
30 June, he can use the $300,000 bring-
forward to make NCCs of up to $300,000 
in 2017-18. James has a bring-forward 
period of three years.

Example

On 30 June 2017, Angus has a TSB of 
$1.450 million. In 2017-18, the GTBC is 
$1.6 million. 

Angus can trigger a bring-forward amount 
of $200,000 to be used over a two-year 
period. 

In 2017-18, Angus contributes $150,000 
and at 30 June 2018, his TSB is $1.6 
million. If the GTBC is still $1.6 million 
in 2018-19, Angus cannot make any 
additional NCCs, as his 30 June 2018 TSB 
equals the GTBC. The $50,000 unused 
part of the two year bring-forward expires 
in the 2018-19 year.

On 30 June 2019, Angus’ TSB has fallen to 
$1.595 million. If this is less than the GTBC 
in 2019-20, Angus could make NCCs, as 
his previous two-year bring-forward has 
expired.

Transitional bring-forward 
rules

If an individual triggers a bring-forward in 
either 2015-16 or 2016-17 ($540,000), but 
does not use the full amount of the bring-
forward by 30 June 2017, transitional bring-
forward caps will apply. These transitional 
caps reflect the lower annual NCC cap 
available from 1 July 2017. 
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Table 1

Total super balance 
as at 30 June

Available NCC cap Bring-forward period

< $1.4 million $300,000 3 years

$1.4 - < $1.5 million $200,000 2 years

$1.5 - < $1.6 million $100,000 General NCC cap only

≥ $1.6 million nil n/a
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As previously stated, eligible individuals 
can trigger and use the full $540,000 bring-
forward before 1 July 2017, regardless of 
their TSB, without penalty.

The transitional bring-forward limits are 
outlined in Table 2 (see above).

A bring-forward triggered in the 2017-18 
year and later, will be $300,000, subject to 
indexation of the NCC cap.

Example

Troy contributes $200,000 to his super 
fund in 2016-17. He has triggered the 

$540,000 bring-forward. 

Troy can contribute another $340,000 to 
his super fund during the remainder of 
2016-17.

If Troy does not contribute more than the 
initial $200,000, he would be limited to 
contributing a further $180,000 over the 
2017-18 and 2018-19 financial years. 

He can only make the additional NCCs 
if his TSB as at the previous 30 June, 
is below the GTBC in the year of the 
contribution.

Example

Alison, age 40, contributes $500,000 to her 
super fund in 2015-16, so she has triggered 
the bring-forward. She does not make any 
contributions in 2016-17. 

Alison is not eligible to make any NCCs in 
2017-18 (the third year of the bring-forward) 
because she has already exceeded her 
($460,000) transitional NCC cap. No 
penalty applies because the contribution 
was made within the NCC cap applying at 
the time the contribution was made.

Alison may be eligible to make further 
NCCs in the 2018-19 year when the 
previous bring-forward has expired, subject 
to her 30 June 2018 TSB being below the 
2018-19 GTBC. 

Fabian Bussoletti, Technical Services 

Manager, AMP TapIn.

1. Which of the following 
are excluded from a client’s 
TSB:

a. Amounts contributed from 
personal injury/structured 
settlement payments.

b. Amounts contributed 
from small business CGT 
concessions.

c. Both the above are included 
in TSB. 

d. Neither of the above are 
included in TSB.

2. If the NCC bring-forward 
is triggered in 2016-17 but 
not fully used by 30 June 
2017, the transitional bring-
forward cap reduces to:

a. $0.

b. $380,000.

c. $460,000.

d. $540,000.

3. Where a client does not 
have any personal injury/
structured settlement 
amounts, their TSB 
includes which of the 
following:  

a. All of a client’s 
superannuation 
accumulation balances. 

b. The account balance of a 
TTR pension. 

c. The account balance of 
account based retirement 
income streams.

d. All of the above.

4. The client’s total 
superannuation balance as 
at 30 June in the previous 
financial year determines 
their current year NCC cap 
entitlement.

a. True.

b. False.

5. John (age 55) 
has $2 million in his 
superannuation account. 
He is considering making 
a NCC during the current 
financial year (2016/17). He 
has not recently triggered 
a bring-forward period. 
What is the most he can 
contribute as a NCC (in 
2016/17) without breaching 
his NCC cap?

a. $180,000.

b. $380,000. 

c. $460,000.

d. $540,000.
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Table 2

Bring-forward triggered in:
Reduced bring-forward cap 

after 30 June 2017

2015-16 $460,000

2016-17 $380,000
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If you ask any self-managed superannuation fund 
(SMSF) professional what the superannuation 
contributions caps are, or how much tax is 
payable on superannuation benefits, they would 
probably be able to tell you without too much 
thought. These are the sorts of things that an 
SMSF professional takes for granted. 

But let’s delve a little deeper. What exactly is 
a superannuation contribution and when is it 
considered to have been made to an SMSF? And 
what of superannuation benefits; not only do we 
need to know the tax payable on benefits, but 
also how a benefit can be paid from an SMSF.

The aim of this article is to explain what a 
superannuation contribution is and when it is 
considered to have been made to an SMSF; as 
well as how a superannuation benefit can be 
paid from an SMSF.

Superannuation contributions

The superannuation and income tax laws do 
not define the term ‘contribution’. However, in 
the Tax Office’s publication, Tax Ruling 2010/1, 
it states a ‘contribution’ is anything of value 
that increases the capital of a superannuation 
fund provided by a person whose purpose is to 
benefit one or more particular members of the 
fund or all of the members in general.

Of course, not every increase in the capital 
of an SMSF is treated as a contribution. 
It is necessary to consider the probable 
consequences of a transaction to determine 
whether a contribution has been made. A 
person’s objective purpose is taken into account 
and not their subjective intention. 

For example, an increase in an SMSF’s capital 
due to income, profits and gains arising from the 
use of the SMSF’s assets, is not derived from 

someone whose purpose is to benefit one or 
more particular members of the SMSF. Other 
examples include:

• an SMSF’s bank pays interest on deposits 
due to obligations arising under the contract 
it has with the SMSF and not to benefit SMSF 
members;

• an arm’s length lender for commercial reasons 
forgives a loan owed by an SMSF for business 
purposes and not to benefit the SMSF 
members; or

• a company pays a dividend to provide a 
return to its shareholders and not to benefit 
the members of a particular shareholder that 
happens to be a superannuation provider.

When a member deposits cash into their 
SMSF’s bank account, it is easy to conclude 
that a contribution is made, as the capital of 
their SMSF has been increased for the purpose 
of benefiting the member. However, there are 
other situations where a member may not realise 
they have made a contribution to their SMSF. 
For example:

• a member transfers an asset without 
consideration to their SMSF;

• a member satisfies an SMSF’s loan obligation 
as a guarantor to the loan. The guarantor’s 
payment extinguishes the SMSF’s liability to 
the lender and increases the capital of the 
SMSF. However, in situations where the lender 
exercises both the right of recourse against 
the asset and requires a guarantor to satisfy 
any difference between the value of the asset 
and the outstanding loan amount, then the 
capital of the SMSF would not be increased.

• a member adds a fixture to an SMSF’s 
property;

MONICA RULE 
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• a member pays the SMSF’s expenses. 
The payment of the expenses increases 
the capital of the SMSF because it 
extinguishes the liability of the SMSF.

The timing at which a contribution is made 
will determine whether the person who 
made the contribution is eligible to claim a 
tax deduction in a particular financial year, 
as well as whether they have exceeded 
their contributions caps.

In accordance with Tax Ruling 2010/1, 
a contribution is made when the capital 
of a fund is increased, and the capital of 
the fund is increased when an amount 
is received, or ownership of an asset is 
obtained or the fund otherwise obtains the 
benefit of an amount. The Ruling provides 
the following examples:

Cash and EFT: A cash contribution or a 
contribution made by an electronic funds 
transfer is made when the amount is 
received by the SMSF trustee or credited 
to the relevant SMSF bank account.

Cheques and promissory notes: A 
contribution made by money order, cheque 
or promissory note is made when the order, 
cheque or note is received by the SMSF. 
If a cheque is post-dated or a promissory 
note is payable on a date later than the 
day on which the note is received, then 
the contribution will be made on the later 
of the day the cheque or note is received 
and the date on which payment can be 
demanded as shown on the cheque or note. 
No contribution will have been made if the 
cheque or note is dishonoured.

Property transfers: A contribution by 
way of a transfer of a property is made 
when the SMSF obtains legal or beneficial 
ownership of the asset from the contributor. 
A beneficial ownership may be acquired 
earlier than legal ownership in situations 
where an SMSF acquires physical 
possession of the property. However, 
ownership of property may also pass on 
the execution of a deed of transfer of the 
property, notwithstanding there has been 
no change in the physical possession. 

Legal ownership of property is normally 
evidenced by a system of formal 

registration where the SMSF is registered 
as the owner of the property. In the case of 
a sale and an acquisition of land, beneficial 
ownership normally passes when the 
purchase is settled and the buyer hands 
over the purchase price in exchange 
for a completed transfer in registrable 
form, together with any other necessary 
documents, including title deeds and 
discharge of mortgage that enable the 
transfer of title.

Share transfers: A contribution of shares 
in a company is made when the legal 
ownership of the shares is recognised 
by the SMSF’s name being registered in 
the company’s share register. This is for 
shares in a publicly listed company affected 
through the Clearing House Electronic 
Sub-register System (CHESS). However, 
beneficial ownership of shares in an 
Australian Stock Exchange listed company 
can be affected through an off-market 
share transfer, when the SMSF obtains a 
properly executed off-market transfer in 
registrable form.

Whether a contribution is made when 
beneficial ownership of property passes 
is determined on a case-by-case basis. 
An SMSF trustee who seeks to argue 
that the contribution of property occurs 
when the beneficial - not legal ownership 
– of the asset passes to the SMSF, must 
retain sufficient evidence of the relevant 
transactions and events to precisely 
identify when the change of beneficial 
ownership occurs. 

Evidence can include: trustee minutes, 
the relevant transfer forms, and any other 
record of when the transfer took place. In 
the absence of evidence, the contribution 
will be treated as made when the SMSF 
obtains legal ownership of the property.

Improvements to an asset: A 
contribution is made when the capital of 
the SMSF is increased because of the 
increase in value of the asset due to the 
improvements done on the SMSF’s asset.

Payment of a liability: A contribution is 
made when a person satisfies an SMSF’s 
liability that results in the SMSF’s capital 
being increased.

Examples

Contributions made by paying the SMSF’s 
expense: A member paid accounting 
and audit fees belonging to their SMSF 
using their own money and did not 
claim reimbursement from the SMSF. 
By satisfying a liability of the SMSF, the 
member has indirectly increased the capital 
of the SMSF by increasing the benefits 
the member would ultimately receive from 
the SMSF. Therefore, the member made a 
contribution to the SMSF when they paid 
the accounting and audit fees.

In-specie (property) contribution: A 
member, who is the sole director of the 
corporate trustee of his SMSF, completes 
the necessary land transfer forms to 
transfer the business property he owns 
to his SMSF. He takes possession of the 
land transfer forms and the relevant title 
deeds in registrable form necessary to 
obtain registration of title to the land, in his 
capacity as the director of the corporate 
trustee of his SMSF on 29 June 2017. He 
lodges them with the registrar of land titles 
on 2 July 2017. The member has made an 
in-specie contribution to the SMSF on 29 
June 2017.

In-specie (shares) contribution: On 26 
June 2017, an SMSF member signs an off-
market share transfer form to transfer listed 
shares he owns to his SMSF. However, the 
member leaves certain parts of the form 
blank for completion by his stock broker. 
The member posts the transfer form to his 
broker on 26 June. The broker adds the 
omitted information on 2 July 2017, and 
completes the transfer through CHESS. 
The SMSF trustee is registered as a 
shareholder on 5 July 2017. The member’s 
in-specie contribution is made on 2 July, as 
it is the day the relevant transfer has been 
completed in a registrable form.

Superannuation Benefits

Once an SMSF member has satisfied 
a condition of release under the 
superannuation law, such as reaching their 

Continues on page 34
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preservation age or reached age 65, then 
they can access their super savings from 
their SMSF. As to what form (e.g. lump sum 
or an income stream) their superannuation 
benefit can be paid from their SMSF will 
depend on the SMSF Trust Deed.

A lump sum superannuation benefit is 
normally a one-time payment; whereas, 
an income stream (e.g. pension) 
superannuation benefit is a series 
of periodic payments made over an 
identifiable period of time, either at the 
same or in recurring intervals (e.g. weekly, 
monthly, quarterly, half yearly or annually).

A lump sum superannuation benefit can 
be paid either in cash or in-specie, but an 
income stream superannuation benefit 
can only be paid in cash. This is because 
the definition of a ‘lump sum’ under the 
superannuation law includes an asset. 
However, there is no equivalent definition 
for an income stream.

Under the current income tax law (Pre 
1 July 2017), when an income stream 
is partially commuted, the member or 
a dependant beneficiary may make an 
election for the payment of the partial 
commutation not to be treated as a 
superannuation income stream benefit and 
instead be treated as a lump sum benefit.

Therefore, if the election is made, the 
payment from the partial commutation of 
an income stream is a super lump sum for 
income tax purposes and the lump sum 
can be paid either in-specie or in cash and 
taxed as a lump sum super benefit. If the 
election is not made, then the payment is a 
superannuation income stream benefit and 
cannot be paid in-specie.

From 1 July 2017, a partial commutation 
of a pension will be treated as a lump 
sum. The law will be changed so that a 
lump sum payment arising from the partial 
commutation of a pension will no longer 
count towards the required minimum 
pension payment.  

Can a lump sum benefit be paid in 
instalments?

A lump sum superannuation benefit can 

be paid in any instalments, as long as the 
member has met a condition of release 
and is entitled to access their benefit from 
their SMSF. 

However, when it comes to payment of a 
lump sum death benefit to the deceased’s 
beneficiaries, the superannuation law 
requires that the death benefit be paid 
either as a single lump sum, or an interim 
lump sum and a final sum. 

This means, a lump sum death benefit can 
only be paid in one or two instalments. An 
SMSF cannot ‘drip feed’ death benefits to 
beneficiaries when the SMSF’s assets are 
sold and cash becomes available.

Can a superannuation benefit be 
made using a journal entry?

The term ‘payment’ is not defined in the 
law. Court cases have confirmed that 
a payment normally occurs where two 
parties both have a present liability or legal 
obligation to the other and by agreement 
they set off the liabilities against each 
other using a journal entry. 

However, where an SMSF has a 
present obligation to pay a member or 
a beneficiary either a superannuation 
income stream or a lump sum, there 
is no present obligation or liability to 
the SMSF on the part of the member 
or the beneficiary and therefore, no 
mutual obligation exists. As a result, a 
superannuation benefit cannot be made 
with a journal entry.

The Tax Office has stated in its 
Interpretative Decision 2015/23 that where 
the benefits of a deceased member 
of an SMSF are to be paid as a death 
benefit to the deceased’s beneficiary, 
the superannuation law does not allow 
the benefit to be transferred to the 
beneficiary’s superannuation account 
simply by way of journal entries in the 
books of the SMSF. The death benefit 
must actually be paid to the beneficiary 
by transfer of ownership of the deceased 
member’s assets to the beneficiary. 

This means payment involves an SMSF 
making a cash or in-specie payment 

that reduces the member’s benefit in the 
SMSF. Transferring assets or cash to the 
beneficiary from the deceased member’s 
superannuation account via a journal entry 
would not amount to cashing benefits and 
does not satisfy the law.

Examples

In-specie lump sum payment: Alan and 
Emily are members of their SMSF. They 
have total accumulated superannuation 
savings of $800,000, which consists of a 
residential property valued at $500,000, 
listed shares worth $250,000 and $50,000 
cash. Alan is aged 66 and decides to retire. 
The amount of retirement benefit that Alan 
is entitled to from his SMSF is $550,000. 

Alan and Emily have always planned to sell 
their existing home in the city and move 
closer to the beach once they retire. They 
would like to move into the residential 
property owned by their SMSF, as it would 
be an ideal home to live in. 

The SMSF trustee pays Alan his lump sum 
superannuation benefit consisting of the 
residential property $500,000 and cash of 
$50,000. As there has been a change of 
legal ownership of the residential property, 
the SMSF will pay tax on any capital gains 
from the transfer of the property from the 
SMSF to Alan.

Partial commutation of a pension: 
Alan decides to retire and requests his 
SMSF to pay his retirement benefit as an 
account-based pension. Alan commenced 
his pension on 1 July 2015. As Alan is 
aged 66, the minimum pension that his 
SMSF is required to pay in the 2015-16 
financial year is $27,500 ($550,000 x 5%). 

Then in the 2016-17 financial year, Alan 
decides he would like to partially commute 
his pension. The minimum amount of 
pension the SMSF is required to pay Alan 
is calculated by multiplying the balance of 
his pension account by 5 per cent. 

Assume the balance of Alan’s pension 
account is $26,125 ($522,500 x 5%) and 
a total of $16,450 pension instalments 
have already been paid to Alan during the 
financial year. Alan decides to partially 
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commute his pension and withdraws 
a lump sum of $80,000. The partial 
commutation payment is a lump sum and 
counts towards the minimum pension 
amounts regardless of whether the 
payment is made in cash or in specie. 

If Alan wants the payment to be treated 
as a lump sum, he can make an election 
under the taxation law. It does not matter 
if the payment is taxed as either a pension 
or a lump sum in Alan’s hand. As long as 
at least the minimum amount of pension is 
paid from the SMSF and is appropriately 
documented, the SMSF will not lose the 
tax exemption associated with paying an 
income stream. The SMSF pays Alan’s 
lump sum payment of $80,000 as an in 
specie transfer of listed shares owned by 
the SMSF.

Please be aware that if Alan partially 
commutes his pension anytime from 
1 July 2017, the partial commutation 
will not count towards his minimum 

pension payment requirement. The partial 
commutation of the pension will be treated 
as a lump sum superannuation benefit.

Full commutation of a pension: Alan 
decides to fully commute his pension on 
31 December 2017. However, there is a 
requirement under the superannuation 
law that if an account-based pension 
is fully commuted, then the minimum 
amount required to remain in the SMSF 
is a pro-rata amount to the time of the 
commutation. 

Payment made as a result of a full 
commutation cannot count towards the 
minimum annual pension amounts, as the 
account-based pension ceases before the 
full commutation payment is made. 

Therefore, the minimum amount of 
pension required to be paid from Alan’s 
pension account is $13,098 ($26,125 
x 183/365 days pro-rata). Alan’s 
superannuation interest remaining in his 

SMSF can be paid out to Alan as either 
an in-specie lump sum payment and/or 
a cash payment.

Lump sum death benefit: Pam and 
Michael are members of their SMSF. Pam 
becomes seriously ill and after some 
time, passes away. Michael manages a 
personal investment portfolio and would 
like Pam’s death benefit lump sum be 
paid to him in three instalments to suit his 
financial commitments.

Unfortunately, Michael cannot request 
the payment in three instalments as this 
would not comply with the superannuation 
law. Michael would need to arrange 
his financial commitments to suit the 
maximum of two instalments. 

Monica Rule is an SMSF specialist and 

author of ‘The Self Managed Super 

Handbook – Superannuation Law for 

SMSFs in plain English’.

1. The Tax Office’s 
interpretation of a 
‘superannuation 
contribution’ is:

a. Any cash paid to an SMSF.

b. Anything of value that 
increases the capital of an 
SMSF provided by a person 
whose purpose is to benefit 
one or more particular 
SMSF members.

c. Money rolled-over from one 
superannuation account to 
another within an SMSF.

d. Interest income received on 
an SMSF’s bank account.

2. A contribution is treated 
as ‘received’ by an SMSF at 
the time:

a. A cheque is posted to the 
SMSF trustee.

b. The capital of the SMSF is 
increased.

c. The key to a property is 
given to the SMSF trustee.

d. A verbal agreement is 
entered into.

3. An income stream 
benefit can only be paid:

a. In cash.

b. Using assets.

c. Partly in cash and partly 
using assets.

d. Weekly.

4. A lump sum death 
benefit can only be paid:

a. In cash.

b. In any number of 
instalments.

c. In one or two instalments.

d. Via a journal entry.

5.  Law changes from 
1 July 2017 will treat 
partial commutation of 
a pension as:

a.  A lump sum 
superannuation benefit.

b.  An in-specie pension 
payment.

c.  Meeting the minimum 
pension payment.

d.  A pension payment. 

 To answer questions  
 www.fpa.com.au/cpdmonthly

QUESTIONS

CPD MONTHLY
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Chapter events

We look forward to seeing our members at their next local Chapter event. 
For upcoming events in your local Chapter, go to fpa.com.au/events

Upcoming  
Chapter Events
WEDNESDAY 12 JULY
Brisbane
The Brisbane Chapter will be hosting its 

inaugural Future2 State of Origin lunch on 

Wednesday 12 July at Blackbird, Eagle Street 

Pier, Brisbane. This year’s event will include 

football legends, such as former NSW Blues 

great Tommy Raudonikis OAM, former Qld 

Maroon great Trevor Gillmeister and current 

Gold Coast Titans coach, Neil Henry.

MONDAY 25 SEPTEMBER
Melbourne
The Melbourne Chapter committee invites 

you to the annual AFL Grand Final lunch, in 

support of Future2, on Monday 25 September 

at Etihad Stadium. In past years, this has been 

a sell-out event, with guests entertained by a 

star filled AFL line-up. This year’s panel line-up 

includes football legends Tim Watson and 

Billy Brownless, plus some current and former 

players. There will also be a well-known 

comedian on-hand to entertain attendees.

MONDAY 30 OCTOBER
South Australia
The South Australia Chapter will hold its 

annual Future 2 Foundation Charity Golf Day 

on 30 October at Kooyonga Golf Club, Perth. 

The challenging layout and sensational playing 

surfaces of this championship golf course 

provides players with the ultimate golfing 

experience. Join your colleagues and friends 

for this networking Ambrose event, with a light 

lunch, pre-dinner drinks and dinner provided.

TUESDAY 7 NOVEMBER
Western Australia
The Western Australia Chapter is holding 

its annual Future2 Melbourne Cup luncheon 

and auction on Tuesday 7 November at 

Beaumonde on the Point. This popular annual 

event features entertainment and prizes to 

win, while providing a great opportunity to 

network with your peers over a three course 

sit down lunch. 

Now in its third year, the Western 

Australia Chapter’s ‘Women in Financial 

Planning’ lunch again attracted large 

numbers of FPA members and guests to its 

3 May event. 

Speaking to over 180 attendees, noted 

business woman, Sharon Warburton, spoke 

about leadership, mentoring for women in 

business, and the value of diversity in the 

workforce. Sharon’s presentation was both 

relevant and inspiring. 

Sharon touched on her own experiences 

as a female working in male-dominated 

industries, as well as her awards and 

accomplishments over the years, including 

being named the 2014 Telstra WA 

Business Woman of the Year and a finalist 

in the 2015 Westpac AFR 100 Women of 

Influence awards.  

Over $1,000 was raised at this ‘Women 

in Financial Planning’ lunch for the 

Future2 Foundation.

Value of diversity

Guest speaker, Sharon 
Warburton (right), provided an 

inspiring presentation.

Over 180 people attended the  
‘Women in Financial Planning’ lunch.
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In the community

Colleen Walter CFP®, from Beyond 
Horizons Financial Planning in Broome 
WA, successfully endorsed the Future2 
Make the Difference! Grant for Kimberley 
Group Training, which has recently 
re-branded to KGT Employment. 

KGT Employment is a community-
based not-for-profit organisation based 
in the remote Kimberley region of 
Western Australia. 

According to KGT Employment 
Administration Manager (including 
Skills Centre Co-ordinator) Caroline 
Constant-Pattison, the Kimberley region 
is home to some of Australia’s most 
socially disadvantaged communities, 
with disproportionately high 
unemployment levels. 

“Our goal is to help the people of the 
Kimberley region find employment 
through apprenticeships and 
traineeships,” Caroline says. “The 
majority of youth in the Kimberley 
region have the ability to take up an 
apprenticeship or traineeship, but many 
are not ready to enter formal training 
or mainstream employment because 
of poor literacy, numeracy and basic 
employability skills.” 

KGT aims to bridge this pre-employment 
gap by equipping participants, through 
initiatives like its hospitality program, 
with the basic skills youth need to be 
successful in the workplace, as well as 
in their personal lives.

KGT is currently utilising its $10,000 
Future2 grant primarily for the Kimberley 
Hospitality program. The funds are being 
used to cover the course fees for up to 
15 participants, as well as to engage the 
support of guest speakers who provide 
empowerment talks on a diverse range of 
topics that are relevant to the participants.

Caroline believes the Future2 grant 
will enable disadvantaged youth in 
the Kimberley region to transition into 
sustainable employment in the local 
hospitality industry. 

“The Future2 grant provides a series 
of medium to long-term benefits 
for participants of KGT’s hospitality 
program,” Caroline says. “Firstly, 
youngsters who made the leap into 
employment will gain the self-confidence 
of securing their first job, which will 
help them develop on a personal and 
professional level. 

“Secondly, they will achieve financial 
independence, which usually culminates 
in them moving into a place of their own, 

whether this is rented or purchased.

“And finally, the success of graduates 
will inspire other young community 
members. It will show them that it’s not 
impossible to take the first steps towards 
their own path to success. By assisting 
these youngsters to secure their first 
opportunity in the local labour market, 
we believe this will ultimately lead to a 
positive, vibrant and thriving community 
for the youth of the Kimberley.”

In endorsing KGT’s hospitality program 
for the Future2 grant, Colleen Walter 
CFP® says many of the young people 
in the greater Kimberley region find 
it difficult to obtain work and also to 
break the cycle of domestic violence 
and alcohol abuse. “This program has 
commenced in Kununurra but has the 
potential to broaden to other areas in the 
future, like Broome where I live.”

Colleen has heard many success stories 
of people who have attended KGT’s 
training courses, and she hopes to visit 
KGT’s Kununurra campus later this year.

Caroline Constant-Pattison talks to Financial Planning about how its 2016 
Make the Difference! Grant is helping the youth of the Kimberley region.

Unlocking the potential 
of future stars

Zeritta Jessell has learnt the  
finer details of ‘mocktail making’.

Katt Gerrard and Tasma Barney 
completed the ‘Food handling’ unit.

Grant recipient: Kimberley Group 
Training (now KGT Employment)

Grant amount: $10,000

Endorsed by: Colleen Walter CFP®, 
Beyond Horizons Financial Planning 
(Broome WA)

FPA Chapter: Western Australia
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Centrelink

From 1 July 2017, the age to be eligible 
for the Age Pension is changing.

Clients who were born on or after 1 July 
1952 will need to be aged 65 years and 
six months before being eligible, and 
the Age Pension age will then go up by 
six months every two years until 1 July 
2023, when the Age Pension eligibility 
age will be 67.

If your client is currently getting 
an income support payment, they 
can expect to get a letter from the 
Department of Human Services nine 
weeks before they reach eligibility age, 
inviting them to transfer to the Age 
Pension. 

For those not in receipt of a payment 
from the Department, they are able to 
submit their claim up to 13 weeks before 
reaching Age Pension age.

Commonwealth Seniors 
Health Card
Also, you should be aware recent 
changes occurred for some people who 
hold a Commonwealth Seniors Health 
Card in relation to the Energy Supplement.

The Energy Supplement is paid quarterly 
to Commonwealth Seniors Health 
Card holders. People who claimed the 
Commonwealth Seniors Health Card 
after 19 September 2016 would now 
have received their final payment for 
the quarter 20 December 2016 to 
19 March 2017.  

However, people who were receiving an 
income support payment, such as the 
Age Pension, on 19 September 2016 
may still receive the Energy Supplement 
if they claim the Commonwealth Seniors 
Health Card less than six weeks after 
their pension is cancelled.

While the change has happened 
automatically and recipients do not need 
to do anything, the Department wrote to 
people who were impacted in April. 

These people will still keep their 
Commonwealth Seniors Health Card as 
long as they remain eligible.

The rules about who can get the Energy 
Supplement came into effect from 20 
March 2017, and affect some people 
who receive Family Tax Benefit (FTB) 
or who hold a Commonwealth Seniors 
Health Card. The Energy Supplement 
will continue for income support 
payments and pensions.

If you or your client are unsure of the 
impact, you can access examples 
and other information about this 
change on the Department’s website 
at: humanservices.gov.au/
energysupplement

There are a number of recent changes that have or are about to take effect that 
you and your clients should be aware of, particularly for those of Age Pension age 
or approaching retirement.

Changes to Age Pension 
eligibility
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FPA Board 
Chair 
Neil Kendall CFP® (QLD)

Directors 
Alison Henderson CFP® (NSW)
David Sharpe CFP®  (WA) 
Delma Newton CFP® (QLD) 
Mark O’Toole CFP® (VIC) 
Mark Rantall CFP® (NSW) 
Marisa Broome CFP® (NSW) 
Matthew Brown CFP® (QLD)  
Philip Pledge (SA) 
 

Board Committees
Regional Chapter 
Committee  
Matthew Brown CFP®

Professional Standards  
and Conduct Committee  
Mark O’Toole CFP®

Audit Committee 
Marisa Broome CFP® 

Philip Pledge 

Governance and  
Remuneration Committee 
Neil Kendall CFP® 

David Sharpe CFP®

Policy and  
Regulations Committee 
Marisa Broome CFP® 

Professional  
Designations Committee 
Alison Henderson CFP®

Member Services:
1300 337 301
Phone: 02 9220 4500
Email: fpa@fpa.com.au
Web: www.fpa.com.au

FPA Chapter directory
NSW 
Sydney 
Andrew Donachie CFP® 
Chairperson 
T: 0400 834 069 
E: andrew_donachie@
firststatesuper.com.au

Mid North Coast 
Julie Berry CFP® 
Chairperson 
T: (02) 6584 5655 
E: jberry@berryfs.com.au

Newcastle 
Mark Alexander CFP®  
Chairperson 
T: (02) 4923 4000 
E: mark.a@crosbiewealth.com.au

New England 
David Newberry AFP®  
Chairperson 
T: (02) 6766 9373 
E: david@newberry.com.au

Riverina 
Chris Manwaring CFP® 
Chairperson 
T: (02) 5908 1755 
E: chris.manwaring@stateplus.com.au

Western Division 
Peter Roan CFP® 
Chairperson 
T: (02) 6361 8100 
E: peter@roanfinancial.com

Wollongong 
Mark Lockhart AFP® 
Chairperson 
T: (02) 4244 0624 
E: mark@allfinancialservices.com.au

ACT
Lisa Weissel CFP® 
Chairperson 
T: (02) 6241 4411 
E: lisa.weissel@miqprivate.com.au

Victoria
Melbourne 
Julian Place CFP® 
Chairperson 
T: 0418 111 224 
E: julian_place@amp.com.au

Albury Wodonga 
Wayne Barber CFP® 
Chairperson 
T: (02) 6056 2229 
E: wayne@mws.net.au 

Ballarat 
Paul Bilson CFP® 
Chairperson 
T: (03) 5332 3344 
E: paul@wnfp.com.au

Bendigo 
Gary Jones AFP® 
Chairperson 
T: (03) 5441 8043  
E: garyjones@  
platinumwealthbendigo.com.au

Geelong 
Lesley Duncan CFP® 
Chairperson  
T: (03) 5225 5900 
E: lesley@planwellgroup.com.au 

Gippsland 
Rodney Lavin CFP® 
Chairperson 
T: (03) 5176 0618  
E: rodneylavin@bigpond.com

Goulburn Valley 
Sandra Miller CFP® 
Chairperson 
T: (03) 5831 2833  
E: sandy.miller@ 
rishepparton.com.au 

South East Melbourne 
Scott Brouwer CFP® 
Chairperson 
T: 0447 538 216 
E: scottb@prosperum.com.au

Sunraysia 
Stephen Wait CFP® 
Chairperson 
T: (03) 5022 8118 
E: stephenwait@ 
thefarmprotectors.com.au

Queensland
Brisbane 
Steven O’Donoghue CFP®  
Chairperson 
T: 0457 528 114 
E: steven.odonoghue@ 
suncorp.com.au

Cairns 
Kris Robertson AFP® 
Chairperson 
T: 0439 724 905 
E: kris.robertson@bdo.com.au

Far North Coast NSW 
Shane Hayes CFP® 
Chairperson 
T: 0411 264 002  
E: shane@sovren.com.au

Gold Coast 
Matthew Brown CFP® 
Chairperson 
T: 0418 747 559 
E: matthew.brown@miqprivate.com.au

Mackay 
James Wortley CFP® 
Chairperson 
T: (07) 4957 1600 
E: james@efsmackay.com.au

Rockhampton/Central QLD 
David French AFP® 
Chairperson 
T: (07) 4920 4600 
E: david_french@capinvest.com.au

Sunshine Coast 
Natalie Martin-Booker CFP®  
Chairperson  
T: (07) 5413 9264 
E: natalie@rightadvicefinancial.com.au

Toowoomba/Darling Downs 
T: 1300 337 301 
E: events@fpa.com.au

Townsville 
Gavin Runde CFP® 
Chairperson 
T: (07) 4723 9188 
E: gavin@runde.com.au

Wide Bay 
Louise Jealous-Bennett AFP® 
Chairperson 
T: (07) 4153 5212 
E: louise@c2g.com.au

South Australia
Andrew Harris CFP® 
Chairperson 
T: (08) 8373 1711 
E: andrew.harris@minerdsbell.com.au

Northern Territory
Susie Erratt CFP® 
Chairperson 
T: 0411 331 780 
E: mha50580@bigpond.net.au

Western Australia 
Fran Hughes CFP® 
Chairperson 
T: 0418 713 582 
E: franhughes29@gmail.com

Tasmania
Todd Kennedy CFP® 
Chairperson 
T: 1300 651 600 
E: todd.kennedy@mystate.com.au



Important information:  The Life Events Bond is issued by KeyInvest Ltd ABN 74 087 649 474 AFSL No 240667. This is general information and 
is not intended to be advice. Investors should consider the latest Product Disclosure Statement available from www.keyinvest.com.au and 
the appropriateness of the product to their circumstances before making an investment decision.

Simple, tax-effective and flexible

I N V E S T 
L I F E  E V E N T S  B O N D 

www.keyinvest.com.au 1300 658 904

Now with 27 investment options

KeyInvest... the key to your Insurance  
Bond and Funeral Bond needs
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