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Learning Outcomes

* Recognise the important role of the financial adviser in
clients’ estate planning needs

 |dentify the strategic advice issues of estate planning and
Intergenerational wealth transfer retention of assets, tax
structures (SMSFs) and estate equalisation

2 AlA confidential and proprietary information. Not for distribution.




Agenda

In the first-ever official study of wealth transfers in Australia,

the Productivity Commission has projected a fourfold
Increase In the value of inheritances over the next 30

years.*

- Strategic Advice & Planning Opportunities: Super, Tax and
Real Property

*Productivity Commission Reportreleased 7 December 2021 ‘Wealth transfers and their economic effects:
research paper’
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Referral to an Estate Planning Lawyer?

A gentle nudge!

Tax planning opportunities

Not overstepping into legal/tax advice
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Intergen Wealth Transfer

Need to start planning for it

Cultivate relationship with next generation of family
members

May to have plan now, irrespective of whether client
widowed or not (simultaneous death / large balances)
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Super Death Benefits
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Polling Question 1

What would we typically do with Dad’s interest, if he were
to suddenly pass away:

a) Direct to deceased estate
b) Death benefit income stream to Mum
c) Lump sum death benefit to Mum

d) Reversionary income stream to Mum
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Super Death Benefits

Mum

$800k

Death Benefit
ABP

Adult children beneficiaries
next in line
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Super Death Benefits
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Super Death Benefits

Mum

Mum ‘
$700k ABP $1m

$300k

after $300k partial
commutation

Accumulation Death Benefit ABP

Adult children beneficiaries
next in line
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Super Death Benefits
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Super Death Benefits

Mum
$1.6m
Death Benefit
ABP

Mum
$1.6m
Accumulation

Adult children beneficiaries
next in line
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Super Death Benefits

Dad

$2m +++
Accumulation

|

Mum / Estate / Adult
Children
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Super Death Benefits - Blended family
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Adult children beneficiaries

Pay direct, or via parent’'s deceased estate?

Risk of $$ being contested

Larger amounts / degree of asset protection = Test Trust?!
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Polling Question 2

What's the tax treatment of a super death benefit paid via
the deceased estate?

a) Tax free, Medicare only payable
b) Tax free if paid within 6 months date of death
c) Depends on profile of ultimate beneficiary

d) Taxable, but anti-detriment payment would negate tax
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Seeding Testamentary Trusts

Up to 30% tax withheld
on taxable component

4 dependant

\
\

Testamentary
Trust

1
dependant /

________

7 Non-tax
\ dependant

~ -,
________

/

’
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Seeding Testamentary Trusts

No tax withheld on
taxable component

Testamentary
Trust
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Non-tax Non-tax Non-tax
dependant dependant dependant

.\,‘ /.
N,

Other estate
assets

Trust
-— — . AN .
. —
Tax Tax Tax

dependant dependant dependant

Testamentary

Estate
Trust

2\
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Case Study

Simon dies at age 55

At date of death Simon had $1m term life cover and existing super balance of
$400,000 (50% tax free)

Adult daughter (BDBN). Single mum, works part-time and receives full FTB Part
A&B for her two children (c.$15k pa), receiving child care support
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Net death benefit

FTB ($15k)

Div 293 tax (up to
$4,125)

Child care support

LITO, LMITO etc

Paid direct to
Non-dependent
beneficiary

$1,021,000
Lost
Liable

Lost

Lost

Paid to beneficiary via
Estate

$1,045,000
Retained

N/A

Retained

Retained
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Recontribution strategy

From 1 July 2022

For older retired clients that may not have otherwise been
able to re-contribute due to work test

Something to consider especially if adult children in line to
iInherit super
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Polling Question 3

A client personally owns a blue-chip share portfolio at date
of death. What are the tax implications for beneficiaries?

a) No CGT implications as shares were post-CGT assets

b) CGT is crystallised if/when beneficiary disposes of
shares

c) CGT is automatically crystallised in hands of estate

d) CGT is automatically crystallised in hands of non-tax
dependants
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CGT Cost Base

Post CGT assets Deceased’s cost base at DOD

Dwelling Market value at DOD
- Deceased main residence; and

- Not being used for income

producing purposes

Pre-CGT Market value at DOD

50% General Discount? Yes, if post CGT asset




Inherited property

Use of the asset Beneficiary Beneficiary use of | Date of Sale CGT payable by
Cost base the asset beneficiary

Property acquired before 20/09/85

Main residence Value at DOD Main residence Anytime No
Investment Sold < 2 No
years

—___———————_———---_~-
- -~

[ . -
e e e e e e e

Investment Value at DOD Main residence Anytime No
Investment Sold<2year _No__
‘::__S_o_lgl_z_years+ Yes ___ >

Property acquired after 20/09/85

Main residence Value at DOD Main residence Anytime No
Investment Sold < 2 No
years
TS0 2 yearst | Yes T
Investment Deceased’s Cost Base Main residence Anytime Partial exemption
Investment < Anytime Yes T3 A

- -
~— -
e LT Te————
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SMSFs and BRP

SMSF owned insurance merely inflates the death benefit

Look to self-owned insurance policies, with a NCC into SMSF to

create liquidity? And/or rolling over children super $$ from APRA
fund to SMSF?

Use of discretionary trusts as holding vehicles for BRP instead!?




Estate equalisation

 Insurance policies to equalise estate

« Think family businesses — one child involved, others not — illiquid
business assets (farm)
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Takeaways

Superannuation — adult children beneficiaries — direct or via
estate? Cultivating next generation of clients

Seeding Testamentary Trusts with super benefits — estate
lawyers that are well versed in tax law

CGT assets being inherited




As a reminder — AIA Technical Team

Adviser

OUR PARTNER BUSINESS HELP & COVID-19 a <
PRODUCTS WITH US GROWTH HUB SUPPORT SUPPORT MY AIA

< BUSINESS GROWTH HUB PREV | NEXT

TECHNICAL ADVICE & RESOURCES

We know the importance of having access to technical experts to help you with your client
considerations and recommendations. Our technical page will help you self-educate on key advice
areas.

Further resources such as the AlA Insurance Tax Guide and Business Protection Fact Find are
available to AIA Advisers on the Adviser Site. For more information, contact your AIA Australia Client
Development Manager.

Benjamin-b.martin@aia.com | 0401 117 949
tece@aia.com
Google “AlA TECE”
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mailto:Benjamin-b.martin@aia.com

@ HEALTHIER, LONGER,
.q I P BETTER LIVES

Thank you!

Questions?
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Disclaimer

Copyright © 2023 AIA Australia Limited (ABN 79 004 837 861 AFSL 230043). All rights reserved.

This presentation has been prepared for financial advisers only and is not for wider distribution. This information is current at the date of this publication
and is subject to change. This provides general information only, without taking into account the objectives, financial situation, needs or personal
circumstances of any individual and is not intended to be financial, legal, tax, or other advice. You should consider the appropriateness of this
information in the context of such factors.

AlA Australia has prepared a Target Market Determination which describes the class of consumers that comprise the target market for this product. The
Target Market Determination can be sourced at aia.com.au/tmds
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