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SMSFA Acctat age 90
Accumulation $900,000

$248,054
(husband A)

Total $3,000,000  $2,895,920

et

et

SMSF B Acctatage 60 | Acctatage 90

ABP (wife B)

$1,500,000

$1,891,333
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2. Estate planning

Equalising balances allows the maximum amount to be retained in
a SMSF if one partner dies.

Death benefitincome streams count towards recipient's transfer
balance cap (TBC).

Death benefits that exceed recipient’s TBC must be paid as a lump
sum.

Surviving spouse can commute and roll back personal ABP to
“free-up” TBC space.

2.Estate planning
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Continuing with previous example of two couples each with combined balances
of $3M, retiring at age 60 and drawing down minimum pension payments.

What if the husbands die at age 75 and leave everything to their wives?

Balances

ABP (husband A) 2,207,480 ABP (husband A)  $2,069,512
Accumulation (husband $993,356 ABP (wife A) $2,069,512
A) Total $4,130,025
ABP (wife A) $689,837

Total 3,800,674

e e =

.Estate planning

Surviving spouse can commence DB income stream up to their personal TBC

What is Wife A and Wife B's TBC?

The survivingspouses can further ‘free up’ her
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- Wife Aused up $500k when TBC was $1.6M TBChby own ABP to the
- Wife B used up $1.5M when TBC was $1.6M phase.
- AssumeCPlof 3% pa general TBCis now $2.4M

Under proportional indexation available TBC are: TBC

Immediate at
death

Available TBC  $1,650,000 $150,000

1
2

Personal TBC $1,650,000

Roll back of $689,837
own ABP (DR)

Available for $2,339,837

death benefit
Cacusted as S2.4Mx SLIWSL 6 N
(Cacuated as $2.1M x 10041 6 income stream

$150,000
$2,069,512

$2,219,512




2.Estate planning

Case study continued...

Even after rolling back her own ABP, Wife A still must cash out death benefit of $860,999.
Wife B will be able to retain 100% of deceased’s ABP in the SMSF.

SMSF’s member

Postdeathbenefit |  WifeA |  WifeB | If wife A's MTR is 34.5% and she lives

DeathBenefitABP ¢339 837 $2,069,512

another 15 years.
Assuming pre-tax return of 7%pa

ABP $150,000 The difference in tax on earnings will
Accumulation $689,837 $1,919,512 result in a difference of $362,160
Lump sum DB $860,999

Assumptios: e

Total Superannuation Balance

* TSB < $1.4Mfor
bring forward NCC

cap

* TSB<$1.6Mto
make any NCC

« Benefit of tax
concessions in super

4. Qualifyfor catch-up . Abilty to use G @G
unused CC cap segregated method to et
determine ECPI

* TSB < $500K to be  TSB<$1,6Mto

eligible qualify for
« Potentially allowing « Potentially allowing Government co-
additional CCup to additional CCup to contribution and
spouse contribution
« Taxsavings up to * Taxsavings up to taxoffset
$40k (32% of $125K) $40k (32% of $125K)

7. Minimise minimum
pension drawdown
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If there’s a significant age difference, having large balances in the older
member’s name would result in larger minimum drawdown over time and

lower end balance.

Gl [ scenario1 | paniel | Mary W scenario2 | Daniel I mary |
S e ABP $1,600,000 $400,000
« Mary age 57 600 X ABP $1,000,000 $1,000,000
 Both retired After25yrs  $1,544,925 $684,195 After25yrs  $965,578  $1,540,478
: SMSF valued at $2M Total balance $2,166,556 Total balance $2,519,656
. rawing min pension N

'g min pe Total pension 43,779,388 Total pension $3,645,296

7% pa return

* Equal balance resulted in $353,100 end balance after 25 years
* $134,592 less pension payments being made
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with highel
balance

Member's
personal
account




Spouse contribution
splitting case study

- Lily (45) and Matt (42) are a married couple. Their respective superannuation
balances as at 30 June 2018 are $350,000 (Lily) and $300,000 (Matt).

- They each receives employer SG of $10,000 a year.

- Lily has inherited an investment property from her parents which has substantial
capital gains (over $200k) which she wants to sell a few years later but is

concerned about capital gains tax.

Spouse contribution
splitting strategy
Case study: Spouse contribution splitting
- If Lily splits 85% of her employer SG to Matt for 5 years, her TSB will be less than
$500,000 and will qualify for the carry forward of unused concessional contribution. Her
unused CC cap is $74,409.

Superbalance | No splitting Benefits of the strategy:
after 5 years + By makingadditional CC of
Lil $469,048 $74,409, Lily will be able to

J $519,702 ot e e e e
sty $452,948  $491728 $23,811.
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Assumptions: CPI s 3% pa. i
Increments of $2,500. Al figures shown i future dolars.

Spouse contribution splitting
strategy

To be effective, contribution splitting strategy needs to be implemented over a
number of years.

Total amount of super that can be split to a spouse assuming maximum CC cap

Number of years of 6%pa 7%pa 8%pa
split

5 years $118,866 $121,103 $123,388 $125,723
10 years $282,381 $293,550 $305,255 $317,523
15 years $506,859 $538,221 $571,993 $608,370
20 years $811,027 $880,211 $956,821 $1,041,702

Assumptions: CPlis 3% pa;
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ing
participation
percentage
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