advice

one life, make the most of it

Leaving things right for your family

You might have your current finances

in order but what if something were to
happen to you? Would the people and
possessions that matter to you be well
cared for? Where would all your hard-
earned assets end up? And what about
your loved ones - how are your children
or grandchildren likely to manage their
money and any inheritance?

Combine money, love, family dynamics and children in one
conversation and things are likely to get a little emotional.
Add blended families to the mix and things can get even
more charged. But it’'s important you and your loved

ones talk through family finances before it’s too late — and
discuss how your assets should be treated if something
were to happen to you. A professional financial adviser can

facilitate such discussions, help younger generations learn
vital money skills and help you plan your estate.

Don’t delay the inevitable

Family succession planning and working out
intergenerational finances is not just for the very wealthy.

It is important for all adults and can be especially important
if dependent children, debts, blended families or family
businesses are involved.

In a nutshell, family succession planning is preparing for
what will happen financially if you die or are incapacitated.
Done well, it may minimise or eliminate family squabbles
and legal challenges. It can take into account Wills, trusts,
superannuation, life insurance, tax implications, business
succession planning, implications for social security
recipients, provision for family and gifts to charity. Another
consideration is power of attorney, where you can
nominate a person you trust to act on your behalf if you are
unable to do so.

You might also want to ensure a disabled child is taken
care of, hame someone to become your children’s legal
guardian if something were to happen to you, guard
against loss of money in a divorce, or protect your assets
in case a family member is struggling with addiction,

mental illness or potential bankruptcy. Whatever your family
circumstances, a financial adviser — often in conjunction
with your legal adviser and accountant — can help you work
through the issues and plan accordingly.



Will power
Without a Will, your loved ones could face uncertainty and

alegal mess. Wills aren’t just for older people. Do you and
any adult children or grandchildren have an up-to-date Will?

Did you and your loved ones know that without a valid
Will, the Government can determine how your assets are
distributed, taking into account your family situation? And
the Government may also decide who looks after your
children if they are under 18. This could result in a very
different outcome to what you had in mind and cause
delays in settling your estate. Making an effective Will
provides peace of mind to you and your dependants.

Case Study

If you pass away, will your dependants have enough to pay
off your debts and support themselves until they get back
on their feet? 4,400 parents with dependent children pass
away in Australia each year. Sixty percent of parents with
dependent children don’t have enough to look after their
loved ones for more than a year' - just like Alex and Helen.

Alex, aged 36, and his 32-year-old wife Helen had three
children under five years of age when he was diagnosed
with a brain tumour. His self-employment was the sole
source of income for the young family who had a mortgage
of $250,000. Unfortunately the couple’s happy-go-lucky
attitude meant they never considered a terminal ilness
would happen to them so they had no insurance. Alex
had $30,000 in superannuation but no death or disability
insurance through super because he was self-employed
at the time of becoming sick and not contributing to super.
He received his $30,000 superannuation payout due to
terminal ilness but nine months later, when he passed
away, the family had no money to live on.

Helen received financial help from both sets of parents
while she lived on a single parent pension for a while and
cared for her young children. She had to decide whether

to sell the family home and move in with her parents or rent
out her home and then rent herself elsewhere — or continue
to live in the home and depend on assistance from both
sets of parents. She chose to stay in the home, rely on
parents for financial support, and also return to work a few
days a week while the grandparents babysat.

If Alex and Helen had addressed their personal situation
with a financial adviser they could have provided finance
and peace of mind for themselves and their young family,
as well as relieving their parents of this burden on their own
finances and lifestyle.
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Non Will-able assets

A Will cannot control some assets — such as
superannuation and life insurance. So nominating your
beneficiary is just as important as having a Will.

If you own a life policy, proceeds can go into your estate or

be apportioned to any nominated beneficiary. You and your
loved ones should also review whether you have adequate
insurance cover before it's too late.

Superannuation death benefits can only be paid to your
estate or to dependants as defined under superannuation
law. In many cases, members’ death benefit nominations
are not binding on a super fund trustee. While your
nomination will be taken into account, payment is at the
trustee’s discretion — that is unless it is a binding death
benefit nomination as offered by some super funds. While
binding nominations are binding on the trustee, they
generally have to be renewed every three years.

Understanding ownership structures

Testamentary trusts can offer particular family succession
planning advantages. Established upon your death and
created by your Will, these trusts can protect assets
against claims arising from the divorce or bankruptcy of
your children, minimise tax and allow special provision for
young children. By creating trusts rather than giving money
to your beneficiaries outright, you can manage how much
children or grandchildren can spend while they’re maturing
and developing their financial skills.

There are a variety of ways to structure ownership of
your assets - including companies and self managed
super funds. Professional advisers can help you choose a
structure to suit you and your family’s circumstances.

Taxing matters

Understanding tax implications and structuring affairs to
minimise tax is an important part of estate planning. One
asset you leave for one child may be subject to capital
gains tax, whereas another asset left for another child may
be exempt, resulting in different final amounts to each child.

Superannuation benefits — which include death benefits
from insurance through super — can be paid to dependants
as a tax-free lump sum. But taxation of death benefits

paid as a pension to dependants and payments to non-
dependants can vary depending on circumstances so
speak to your financial adviser for details.

Find out more

Your hopes of a secure future for your family depend on
how well you and your loved ones plan now. The more you
and your family are ‘in sync’ increases the potential for a
smooth transition.

Family succession planning is complex and the laws
change from time to time. Depending on the complexity of
your situation, it could involve your legal adviser, accountant
and financial adviser. For decades, we have been showing
clients how to make sure their assets will be distributed

in the way they want, to whom they want, in the most

tax effective manner. It can also help your adult children
and grandchildren effectively manage their finances and
iNnheritances to maximise wealth across your family’s
generations. Act now to ensure you leave things right for
your family.

For more information speak to your financial
adviser. Alternatively you can contact Rl Hobart
on 03 6108 2223 or visit our website at
www.rihobart.com.au
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