
Redundancy and job change
Make the right choices

With the economic downturn taking 

hold, many companies are being forced 

to downsize, making redundancies 

more commonplace. So, what is the 

best way to cope with being made 

redundant and how can you keep on 

track with your financial goals?

While being made redundant is never pleasant, 
if you receive a significant payout it may actually 
improve your situation down the track. This could 
be used to cover living expenses while you find a 
new job, help you set up a new business, or if you 
are in your 50s or 60s even set you up for an early 
retirement. But trying to work out what’s best for 
you can be difficult and financial matters can be 
complex – where do you start? 

It’s time to plan

Getting some financial advice from a qualified 
professional can be very helpful. Valuable tax 
benefits, sometimes worth thousands of dollars, 
are often lost because people panic and act hastily 
without making the right plan at the outset. Take a 
look at Brendan’s story.
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no person should act specifically on the basis of the information in this document, but should obtain appropriate professional advice based on their own personal circumstances 
including a personal financial advice from a licensed financial adviser.
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Brendan’s story
Brendan (aged 40) was made redundant after 10 
years of service and received a genuine redundancy 
payment of $104,110. Of this, he was eligible for a tax 
free portion of $7,350 plus $3,676 for each year of 
service - a total of $44,110. The remaining $60,000 
was a Transitional Termination Payment (TTP) for 
which he had two options - cash out his TTP or 
direct it to his superannuation fund. 

Cash-out 
TTP and 
invest 
outside 
super

Direct 
TTP to 
a super 
fund

TTP amount $60,000 $60,000

Less tax payable on cash 
lump sum at 31.5%1

($18,900) N/a

Less tax payable when 
rolling over to super at 
15%

N/a ($9,000)

Net amount to invest $41,100 $51,000

1 Includes a Medicare Levy of 1.5%

Brendan didn’t need the money right away and 
chose to cash out his TTP and invest it in a managed 
fund. This meant that the TTP was taxed at a rate 
of 31.5% and he had only $41,100 left to invest. 
If a qualified financial adviser had reviewed his 
situation he may have realised that directing the 
TTP payment into superannuation would mean that 
much more would be available to invest - $51,000. 
Twenty years later, when Brendan wanted to retire 
at aged 60, he would have had an extra $100,918.  

Brendan would have been $100,918 better off 
at aged 60*

Of course, everyone’s situation is unique. An adviser 
can help you to answer questions like:

What annual income do you need to live •	
comfortably?
What large expenses have you planned over the •	
next 12 months?
How much money will you need for the short, •	
medium and long term?
If you are over 55 can you afford to retire with your •	
current assets?
Are you protected against illness or accident while •	
you are looking for work?
Are you eligible for Centrelink benefits such as •	
Newstart Allowance?
How can you maximise benefits from the taxation, •	
superannuation and social security systems?

Restructuring your financial affairs can be the first 
step in achieving a new sense of direction and order 
in your life.

Get the key decisions right and make 
sure you’re being smart with your 
money. Contact <office> on <phone> 
for more information or to book an 
obligation free appointment.

Source: ING

*Assumptions: 20 year comparison. Total pre-tax return from both the super and 
non-super investment is 8% pa (split 3.5% income and 4.5% growth). All income is 
re-invested. The overall franking level on investment income is 30%. Both investments 
are cashed out at the end of the 20 year period. All figures are after income tax (at 
31.5% for non-super and 15% for super) and capital gains tax (including discounting). 
These rates are assumed to remain constant over the investment period. No lump sum 
tax was payable when Brendan cashed out his super, as he was aged 60 or over. Past 
performance is not indicative of future performance.
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	Call to action: Get the key decisions right and make sure you're being smart with your money. Contact RI Hobart on 03 6108 2223 to book an obligation free appointment today.


