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Australian Home Lender
of the Year
When we set out to redesign our range of home loans, we wanted to create the best products
in Australia. And now we’ve been named Home Lender of the Year by The Australian Financial
Review Smart Investor Magazine – ahead of every financial institution in Australia including the
major banks. That’s good news for you, because now you know that the building society that
has always been here for you and the community is also the smart choice for your financial needs.

1319 87 newcastlepermanent.com.au

Here for good.

PERSONAL FINANCE

Knowing the
right words
saves cash

Tie your super fund down to make sure it
does what you want it to do with the
remaining money when you die.

Noel Whittaker is a director of
Whittaker Macnaught, a
division of St Andrew’s
Australia. This advice is
general in nature and readers
should seek their own expert
advice before making financial
decisions. His email is
noelwhit@gmail.com

Noel
Whittaker

THIS week we will continue
discussing the features you
should look for when choos-
ing a superannuation fund.

We’ll start by thinking
about what happens to your
super when you die, but to
understand what follows you
need to keep in mind that
superannuation is one of the
few assets that does not
necessarily pass to your bene-
ficiaries in terms of your will.

Your wishes may well be
taken into account, but it is
the trustee of your superan-
nuation fund, not the execu-
tor of your estate, who has the
final say.

Fortunately, there is an easy
way to ensure that your super-
annuation is disbursed in
terms of your wishes when you
die – draw up a binding nomi-
nation. This is a document
addressed to the trustee of
your fund and, because it is
binding on the trustee, is diffi-
cult to challenge.

Think about Harry, who
died at age 67 with a balance
of $600,000 in super.

He had been married twice,
had adult children from both
marriages, and had left all his
assets to his wife in his will.

That’s straightforward, you
might think, but it certainly
wasn’t straightforward for
Harry’s estate.

Because Harry had nomi-
nated his wife as the benefici-
ary of his super when initially
completing the fund paper-
work they both thought it
would pass automatically to
her. Not until she received a
letter from her late husband’s
superannuation fund asking
for details of his dependants
did she realise that her hus-

band’s choice of her as the
beneficiary of his superannu-
ation was non-binding on the
trustee.

The first wife made a claim
on his super on the grounds
t h a t s h e h a d b e e n
inadequately taken care of
when he left her for the
second wife, and the kids from
the first marriage also made a
claim on similar grounds.

Mediation didn’t work and
the matter ended up in the
Superannuation Complaints
Tribunal, where it took four
years to resolve. When it was
finally settled the widow had
lost almost half the proceeds
of the superannuation in legal
costs and settlements and had
endured four years of
emotional agony as well.

A simple binding nomi-
nation would have put his
superannuation safe from any
challenges.

Another important con-
sideration is the ability of
your super fund to refund the
15 per cent contributions tax
if the fund member dies while
in the accumulation phase or
if the beneficiary of an
account-based pensioner
chooses to commute that pen-
sion to a lump sum on the
death of a member, instead of
continuing the pension.

This is known as the anti-
detriment provision, and
came about in 1988 when the
Hawke government intro-
duced the 15 per cent tax on
deductible contributions to
superannuation.

Remember, until then,
there was a tax of 30 per cent
on exit, but no tax on entry.

They had promised no new
taxes in that term of govern-

ment, so they chopped the
30 per cent tax in half and put
15 per cent on the front, leav-
ing 15 per cent on the back.

Until the taxes changed in
1988 there were no exit taxes if
the member died and their
superannuation was paid to a
qualifying dependant.

To compensate, legislation
was passed to enable all contri-
butions tax paid to be refunded
to the estate – hence the term
anti-detriment provision.

It is an extremely complex
area of superannuation law
and recent changes have made
it more complex; however,
here’s why it’s important to
know about it:

B r e n d a j o i n e d h e r
employer’s superannuation
fund on July 1, 1985, and died
on July 1, 2008. At the date of
her death her total superannu-
ation benefits were $600,000,
which included $200,000 pro-
ceeds of life insurance within
the fund. Her super fund cal-
culated that her husband
would be entitled to a benefit
of $60,000 (15 per cent of
$400,000) in addition to the
$600,000 in the fund.

If the fund had not offered
this provision, and her hus-
band had not been made
aware of it by their financial
adviser, he would have been
$60,000 worse off.

Send your questions to
noelwhit@gmail.com

Q Myself and my partner
each earn $55,000 per

annum. We both pay 10 per
cent extra towards our
superannuation and have
the option of having the
10 per cent taken out before
tax or after. What would you
recommend?

A You are in the 31.5 per
cent tax bracket, so it

is preferable to contribute
in pre-tax dollars by salary
sacrifice as such
contributions lose just
15 per cent, whereas
contributions made with
after-tax dollars have
already lost 31.5 per cent.
Just bear in mind that
money contributed to super
is inaccessible until you
reach your preservation age,
which is at least 55.

Q Can you please clarify
what you meant in a

previous column when you
said that retirees should
have at least three years’
planned expenditure in
cash. Is this cash in the bank
or cash in super? I am 63
and hope to retire in 2011.

A It means money
available in an area

where it is easily accessible
and is not subject to exit
fees or the risk of capital
loss if the market falls. This
can be outside super if
appropriate, or inside the
superannuation system if
you have access to the
money you hold in there.

Q Is it a basic obligation
of financial planners

to protect your capital?

A The jobofa financial
planner is tohelpyou

makeyourmoneyworkas
hardaspossibleandalso to
helpyoudecideonyour
goalsandstrategies tomeet
thosegoals.Unfortunately, it
isasadreality thatgrowth
investmentssuchasproperty
andsharesgive thebest long-
termgainsbut,whenyou
invest in themyou leave
yourselfopen tocapital
losses.Agoodadvisershould
not recommendgrowth
investments if the term is
relativelyshortandshould
alsomakeyouawareof the
risks,aswellas thebenefits,
foranyrecommended
coursesofaction.


