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INTRODUCTION

1. This submission is presented with the intention:

To protect the world’s best retirement environment,

2. It does however suffer from a lack of preparation time. There simply has not been enough
time in my hectic retirement mode of interstate trips, goif etc to provide some of the detailed
research, facts etc which would improve the submission. | would be happy to expand,
elaborate or add to the content later.

3. | write this submission as one of a relative handful of qualified retirement advisory industry
specialists (now ex) in Australia.

The submission is based on thousands of face to face ongoing advisory relationships over
two decades with real people, not just theory!

Thousands claim a degree of knowledge and excellence in retirement planning to which
they have little legitimate entitlement. Often it is difficult to know what you don't know.

Even more so to admit it!
This badly effects the quality of advice that millions of Australians receive.
4. This submission addresses entirely the first part of the issue “the adequacy of the tax

arrangements for superannuation and related policy to address the retirement income and
aged and health care needs of Australians”.
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SUBMISSION

In assessing the adequacy of our superannuation system we need to understand some basics:

1. The Australian system is clearly the best in the world, in my opinion.

a.

Other

It is a very flexible system offering a range of options and choices; thousands of
diverse products; Self Managed Superannuation and Pension Funds and a range of
pension styles; allocated, fixed term and complying; as welf as lump sums.

To my knowledge no other country has this extensive range!

The government provides an excellent legislative and tax framework for planning
retirement income streams. Many don't understand or use them, preferring
investment in property, the income of which is taxed forever.

Superannuation isn’t locked away until ‘retirement’ as most think.

We have access to benefits at age 55, 60 or 65 according to a well established set
of ruies.

- under defined circumstances a person can commence a pension (often tax
free} and contribute any income from employment into another account.

This is to be encouraged!
- Money can be withdrawn as a lump sum, any debt eliminated, lifestyle
purchases (caravan, car etc) made and the balance re-contributed for a

spouse.

Undeducted Contributions play a huge part in providing retirement income.
It s a facility unknown elsewhere in the Western world to my knowledge.

Because we actively encourage Undeducted Contributions with significant income
tax incentives we draw into the superannuation net billions of doliars that would
otherwise be invested in other, less productive areas.

Our personal retirement pension system allows for significant income tax benefits:

- The earnings of the pension fund are entirely tax free.
- Any excess tax credits eg from franking credits can be cashed,

and most importantly;

- Significant tax free income.
The amount of which is limited only by the capital invested as Undeducted
Contributions.

countries are generally locked into fixed, taxable pensions provided

predominantly by institutions.
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How allocated pensions really work for the pensioner

a.

The allocated pension is uniquely Australian. Developed by Australians for
Australians. Approved in 1992 the structure/system (it is not really a product) has
grown from strength to strength. Today it is the best vehicle yet designed for the
provision of retirement income.

Few understand how good it is.

The attachment ‘Let Super Shine at Pension Time’ gives some excellent
information.

The allocated pension system provides enormous security of capacity to pay
increasing pensions way past life expectancy, particutarly when planning uses the
minimum pension as its base.

For example, using a 9% gross growth assumption (used by Supermaster for over
20 years), a 55 year old who commences a minimum allocated pension of $20,210
p.a. with $400,000 can expect this scenario:

At Age Capital of Annual
Pension
60 $477,318 $26,820
70 603,846 44,730
74 624,145 53,350
80 590,290 64,867
90 335,576 60,650

Few realise this, fewer use it as the basis for planning and investing but it is entirely
viable.

- The pensioner’'s capital should grow by over 50% to age 74, despite
pension payments.

- At age 90 the pensioner can expect to still have 83% of the original
capital.

Commercial confidentiality prevents me from making public some significant
explanatory material built by Supermaster which would expand on this, but | would
be happy to make copies available to Senators on the committee.

A large percentage of the money invested in retirement income streams comes in
large amounts during the final planning stages from :

- Distributions from deceased parents etc estates
- The surplus after downsizing residences

- Sale of holiday homes

- Sale of investment property or shares

- Winding up of investment gearing programs

Retirement isn’t suppose to be funded by 9% Superannuation Guarantee!
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€. Probably their greatest attributes are:

- Flexibility. The ability to:
» Set pension levels annually, and
»  Withdraw lump sums for purchases, trips, motor vehicles etc.
- No loss of capital. On death (of the last of two spouses if a reversionary
pension} all remaining capital is returned.

These features are highly valued.

The problem is knowledge
Many well meaning organisations claim to speak for the retirement industry, including:

- ASFA

- Industry associations
- Some Actuaries

- Fund Managers

In my opinion many of these:
a. Know a great deal about superannuation but little about retirement planning.

- Most are too young in age to be concerned or have experienced the
retirement process.

- ASFA speaks for retirees but lacks in-depth knowledge because it has few, if
any members involved in the retirement process. ASFA represents
superannuation funds, generally those of employers.

and

b. Are mainly concerned with, (and very expert in) today's superannuation
accumulation, taxes and improving returns on fund investments, and

C. Want contribution and fund taxes removed and blithely suggest the end result is
taxed at higher rates.

This is crazy! Australia’s retirement process needs more intelligent, knowledgeable,
experienced and unbiased input.

d. Don’t understand retirement tax or pension planning strategies with any degree of
sophistication.

A large percentage of financial planners, particularly “general practitioners”, do not
know their retirement onions well enough!

There are many reasons for this including the compiexity of legislation and regulations and
the newness of the Australian industry. it really only started in 1983 and allocated pensions
were not legalised until 1992, only a decade ago.
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Retirement planning is seen by many as largely an investment and product sale exercise
when it should mostly be about:

- Maximising contributions and capital in the fund.

- Tax planning } with extensive option modelling over extended periods

- Pension planning  } (10,20 and 30 vears}) so as to maximise benefits
throughout the period, not just today.

- Splitting benefits with a spouse

- Debt elimination

- Cash flow planning

- Reasonable Benefit projections and planning

- Social Security

- Estate Planning

- and more

Few retirement reports written for clients by advisers address these issues.

Rather than being critical of those bodies and individuals (which appears to be the
case) what [ am trying to say is:

1. Superannuation funds (particularly employer funds) are totally different to
personal retirement funds.
vested interests of organisations do not necessarily flow over each
boundary.

2. The process and rationale is and should be entirely different.
IN-informed request for legislative change can be counter productive.

3. There is far more to retirement planning than many appear to understand.

4, The more legislators and those in the industry realise this the better for
Australia’s retirees.

5. We have a long way to go to provide a uniformly high standard of retirement
advice.

Examples of weli meaning but patently wrong statements of “what retirees need” by
inexpert practitioners include:

a. “The closer to retirement one gets, the more conservative the investment in an
allocated pension fund should be”.

- The opposite is true. This is a recipe for running out of money.
b. “Clients should be asked their risk profile”.
- They simply would not know without extensive education.

- Without proper expianation they generally choose the worst, most
conservative option,

C. “The 9% Employer contribution will not provide reasonable retirement benefits”.

- It was never intended to. People must aiso contribute.
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5.

“The current rules mean that income streams tend to be invested in interest
securities, with lower earning rates”.

Simply untrue,

“We should allow partly retired people some access to an income stream while also
allowing them to contribute further to a fund”.

This is allowed now and regularly practised by those retirement advisers who
take the trouble to plan their clients affairs.

Adequacy of income

a.

Claims of needing 60-80% of current income in retirement are often misguided as
they ignore these important elements:

The effects of income tax on present income which probably can be
eliminated in retirement.

Gross Income Income Tax Net Income
$ %
$30,000 $5,380 $ 24,620 82
50,000 11,380 38,620 77
100,000 34,380 65,620 66
\_200,000 81,380 118,620 59

Expendable income being saved today in superannuation, other investments
or used for non continuing purchases.
Retirees simply need less income (eg no work related costs)

For example:
A person earning $100,000 today could have realistic pension income needs
of only:

Net saiary 65,620
Less current expenditure 15,000
Less reduced income needs 10,000
Net (comfortable) need 40,620

This income stream can easily be generated entirely tax free for a couple!

Those who criticise the 3 tier tax on superannuation often forget a few facts:

1.

Contributions which are taxed at a maximum of 15% and liable for the
Surcharge are tax deductible at 30-47%.

Each dollar contributed has therefore only cost around 40 cents.
In ‘exchange’ our retirement income capital is entirely tax free
and

considerable income streams can be generated tax free.

Page 8



-g-

3. The Contributions tax and surcharge do not apply to Undeducted

Contributions.
4. Franking credits are fully refundable.
5. A maximum 10 per cent tax applies on capital gains.
6. The system provides opportunities to offset, minimise and even eliminate

most taxes (including CGT in the right circumstances) with good planning.

Despite the continual pleadings from some quarters to eliminate the
contributions tax it would be naive in the extreme to think a government
would agree without increasing the end tax.

This would destroy a number of excellent retirement planning strategies
and unfairly penalise retirees.
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RECOMMENDATIONS

1. Leave retirement planning through superannuation fundamentally alone.

No radical changes please!

A number of marginal improvements and refinements should be made but no wholesale
changes made or “thorough review” undertaken.

These are my reasons:

a.

Retirement planning is extra-ordinarily complex because of the myriad changes
needed continuously since 1983 to drag Australia's superannuation system from the
worst to the best.

Refer to attachment Superannuation change, change, change and more change.

The degree of complexity has caused many financial advisers with no background in
superannuation and little desire or stimulis for technical study to opt out of the
system, instead advising clients to invest outside superannuation.

Because:

- The complexity is gradually becoming more understood, and

- The growth of superannuation and retirement pensions over the last decade is
forcing more and more advisers to put in the effort.

The standard of advice is rising.

Enough people (advisers and public) don't know and trust superannuation now.
Further changes, even under the guise of simpiification, would have a very negative
effect.

Change generates confusion.

Change creates stories for Journalists. Read opportunities to cfiticise rather than
illuminate.

Change creates the need for millions of hours of research, thought and study to
understand. This effort would be more effectively directed to better understanding,
strategic development and application for the benefit of retirees of the current

system.

Our system is the envy of retirement advisers | have met throughout the Western
world, with few exceptions.

There should be no change made which could disadvantage those who have
planned and organised their retirement affairs over the last 10-18 years.

Most would be totally unable to react to any negative change (ie changing the tax
regime} and unable to re-order their affairs because of their age.

Attachments from the Australian Financial Review of April 22, 2002 talk of the
expected growth in retirement investment.

Nothing should be done to interrupt or stall this!
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Remove all 10 hours work and age barriers to being able to contribute to
superannuation.

a.

The 10 hours barrier is artificial and archaic. It appeared in many places throughout
the Income Tax Legislation in past decades and has been slowly whittled away.

Why is 10 hours important?

Why is work important to encouraging Australians to contribute to superannuation
with the ultimate aim of providing retirement income?

Superannuation legislation started in this country solely to regulate employer
superannuation. Superannuation was entirely associated with work.

Itis only in the last decade or so we have turned our minds to issues such as;
- Personal superannuation and pension funds
- Much longer life expectancy.

The recent increase in contribution age to 75 is a further step in the right direction
but applies only to those working 10 hours per week. There appears no rationale for
this!.

My recommendation is aiso that of the Small Independent Superannuation Funds
Association. (Refer attachment “Call for ATO to steer funds”) and many others.

Currently single people can only contribute if working more than 10 hours per week.
Even Undeducted contributions cannot be made after age 65.

Encouraging retiring Australians into the pension system has been extraordinarily
successful over the last decade. A relatively short time.

Allowing a large number of older Australians (who have previously been denied
access by rules or the newness of the products) the benefits of private pensions

would be very popular electorally!

In Aprit 2001 | wrote to Treasurer Costello (copy in attachments) along these lines.
Unfortunately | received months later a bureaucratic reply from the Office of the
Assistant Treasurer (also attached) which totally failed to understand the
suggestion.

Reduce the surcharge to zero as quickly as possible

No other tax/change/impost is so lacking in merit and achieves so little net resuilt.

There are many other, easy ways of achieving the aim with NONE of the pointless and

excessive costs.

Phase in a requirement for all income earners not receiving at least 9% employer

support to personally contribute at the same rate.
Probably a minimum age of say 40 and minimum income level should apply.

Tax deductibility should be at a flat 30%, identical with the company tax rate.
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This would:
a. Create equality.
Today individuals receive a tax deduction at their personal marginal tax rate.
b. Simplify the confusing $3,000 plus 75% deductibility which was designed in the

1970’s to create equality with then company tax rates, but is generally awkward and
misunderstood.

TSENATESELECT-02D.dac
03.05.02

Page 12



ATTACHMENTS



TONY KINCAID ANZ1IF{AF), FAFA, CFP, Dip F.P.
Tony joined the industry in 1969,

He is a past State Prasident, National Yiee President, Felfow and Lifa Mamber of the Association
af Financial Advisers. He 1= a life member of the Million Dollar Bowend Table.

Tony founded tha Supermaster Group in 1978, based solely on tha establishmeant nationally of Self
Managed Superannusalion Funds. A picneer of a sogmenl of the [ndustry which continues to
boom.

When the government fundarmantally and structurally ¢hanged Australiz’s retirernent pianning
industry in 1883, with the introduction of incentives for pension ingome and kaxes on lumgy sum
withdrawals, Supermaster changed to speciafize in retirement planning,

Superprofit, the first non text reference book published in Australia on superannuation and
retirernent was wntlen solely on the technical input of Supermaster in 1987,

Supermaster grew into a nationally recoghised financial serices organisation specialiging in
suparannuation and retirement planning.

Supermaster picneerad the efectronic access to investment servicas by public accounlants wishing
to advisa thair clients by develtping the unique Viatel sendca. In 1986, 46 accounting practices
were connecled and active.

Supermmaster today operates solely as a specialis! retirement plannar with a staff of approsdmately
30 people.

Tony was a picnesar in the development and introduction of the allocated pension and is counted
as A ferveni supporter.

He ratirad from active client advising June 30 2004, after 32 years “hards on” experience.

Tony offars no nonsense practical advica .. not just thaory

R340
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Superagnuation change, change, change and more change,

Loy the past lwo docades wee seem to have iad almest constanl change in superannuation legislation
and regulation.

This conlinual change has led soine to helieve thal supcrannuation is just so complex and Nifure
change so likely they can na longer have confidence in the system.  Thes fesliog is often fuelied by
the negative chrust piven 1o most change by journalists.

There 1s very good reason tor the extent of the change,

since |83 Ausirulia has gone flom a very buckwur] lump sum superannuation syatern with
virtuaily no private pensivn funds (o being the envy of the superanmislion world with probably the
twsl Nesible, advanced povate pension sysiem available.

The amount of tioney in UK pensions has long seen them considered to be the warld leader. So
trel 15 the volume of money in pengions in thal country that the Chancellar al the Excheguer gave
it 10 be the sole reason for not joining the Eora doltar,

Cur ligures show that within 16 years, Ausirulia has over ASXE0O00 in superannuation, mosly
heading for pensians, for every myn, woman and child of the papulativn; i.c. 18 million people have
ARIOS hilhon 1 supcrannuation.

The LIK figure i just under AF30.000; i.e. 60 million Brilgins have, 550 billion in pensions,

Lin presenl rends, the growth in compulsory contnbutions, fund choice ete., ete., il will oot be long
before we leal the world, This is a staggering turmargund!

Mol ooy do we now have otz of money in superannuation’pension funds but the incentives o
iovest more i the preferred retiremenl [unding svstem are legion.

How has this nccums]? Becawse of some initial guts and Gresight by the govermment of the day
and 1hen constant change, change, change and more change.

Change has boen the casential ingredient. True, nol sl of the changes have been gowl. For
cxample, the bulepus surcharge, bui penerally povemments, lhe Scoate Sclect Committee on
Superannuation and some visicnary burenserals should be thanked for their loresishl and sircngth

of purpasc.

FLis u pily though that the gavernment cannol clearly and lucidly tell us the benelils of cach change.
They need much herter markeling and educative skills. 1 is like Prime Minister Howard happily
telling us we have very low intlation. So whal? Few know what cftect smiflation has on our Lives.

B0 next time you rewd of crticism of a change in superannuation rules ask yourself if the change is
ncecazary or are the jourmalist colics just trying to scll newspapers.

RMTAD
1.02.02
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SUPER, SAVINGS BOOST COMING UP

Tha Auzitalian Finamcial Review

Mondey sl 3, 2002

Aliscn Kahlar, with Ben wilrrl

Australld is poised bo antar a 2avings and superannuation baom that will increase the
nation's reliserment savings to §1.4milkan ower lhe et decede, gererating billion-dollar
salee for fimanclal instilulicn: and renawing calls for muore flaxible regulation of refiremenl
producte.

Savimgs are forecast in grow al an average ennual ate of B.1 gor cent as retail investors
Retrerma savirgs are owertaka inetiutinng &% the biggesl consumers of financlal $ervices producta.

At e angw 30 31,4 tbon .
erx 10 years. GREG The: rapld gruwth in savings mimars & wosldwide lrend that will bnest the value of global

NEWANS PO eengion funds eignificently nver 20 yoars,

Recenl inrcrasts suggest Eurnpean corparals peneionz will grow fraim 3.5 Lrillion (35, 76tllian) 10 171Mion by 2036 as
povEmMMEnL: Infriduce compulaory retrement savings contributions b aver 3 pensios funding crieie.

Futuie dyvamic growth in the Australian financial sarvicea market shows up in analysis by DEXXER, Farmudy Rics
Kechor Research,

Il toracasts tha financizl servicus market will gmw from $842billien at Juna 30, 2001 to §1.4billicn at June 30, 2614, The
relail sachor ie espected b iaise ils market share from per conl e G2per cent, or §1.0% tilllen, over Lhe parad.

The biggest winners will be financlal inslildicns, suck aa AMP, and spesialist fund managers that affer xiter-reliemeant
Ly (FTHE

After-reliement inveetments. such a5 allocated pensicns, will Incrapse by an average 10.5per cent a yedr 10 3167 billion
o the nest decavde as the againg Ausral@n popa lalion reschas retirement age and cashas in its 2upemnnuation,

The double-digit growth In aller-relirement products will cazily ouistrip forecast superan nuation geowth ower 16 years,
Supar savirgs will grewr at & more steady annual average mie of 9.8 par cent but will $1ill constituta the largest sector of
Lhe financiel eervicks marke] by 2011,

The Iikeehy growth in after-retirement producs highlighted the draste need w allow more flexible income $ireams, said
AMF Finanoial Services atrateglse execulive Paier Stone.

"Today's aaplying annuitise are very enserdalive products thet are usually Inveslod in debd instruments. The Bl bagm
i equity ruarkits was fuallad by baby boarmees, ared row they're required to take thesr monoy out of equity marhsts and
pul it inlo fead imterest,” Songe sid,

Thé Feaeral Government promized at the last eleclion 1o considar extending ax 8ad sodial secusity concessions tn a
widar zange if pension products o hefp retirsees lowest in growlh asseta.

DEXXAR foracaats the: guper rarked will reach §4.1 tdilon Sy inid-20711. fusiled by a shamp nae In sell-managed funds
aryd the continued surge 10 masler Inesi investment.

Investmenis in setf-maneged funds will reach $302.49 bilion by 2011 and faster tusts will continue their rapid qrovth as
the Jdislinetion betwaen retail and whalosale financial products Blurg,

Tax eficicney was the biggest drver In 1he grwlh of sei-managad funds, saic PricewalsrhousaCocpers' head af
perecnal financial semicas, Mika Foredick.

"There Algy A grzator awaranees that peaple can lake cortrel of treir retirerment canilal™ Fussdick =aid.

Induztry funds will abse continue to grow at an mprcssive annual rete of 11.9 per cent over the nest 10 yaars, increasng
their assete fo 51349.3 billien by 2391, But compnrate funds will continwe to decline an papularily and grow by a ralatively
medast annual rate of 5.4 por conl. DEXXER aays.

G5100
01.05.02



TOP FIRMS TIPPED TO GAIN IN RETIREMENT FUND
SALES

The Australlan Firancial Review
Monday Apne 4 2002

Green Wilinol with Alisgn Kahler

Fireeasl vaploshve growth In sales af sdler-ndiremant products 18 lkesy 1o prove 3 boon fa- eted companics swek. as
AMP. the Matianal Auglralia Bank enc A%A Asla Fadilic, according to stockbroking analysts.

The 10 biggest <tiipaniss in the market had annual annuity inflews of 56.2 billien in the year to Sepiemtsr 50, 2001, or
<lose to E3per cent of ol industry sakee, acoording tn Sulemon Smith Bamey.

Maw regearch by DEXXER ahows the langosl growth rate, 15.6 per cril, is oupoclad in tha sfter-redlremanl segment - its
percentsga of fotal funds will iss rom 5.3 10 10 per cent cver the naxt 10 years.

DEXXER forecasts allocaled penzions' share of lolal lunds will almoet dousle 10 B.49par cant by 2041 from 3.95 per cen
in 20071,

Mhe: report sBYE coRsUMens preler allocated pensiona that bt e vary the income 1aken ) mect changad
clrcurmslances over time.

Sa3m Walk, strategic technical analysl al Zurich Financial Servines, said linancial planners favoured allocsled penekons for
their fiexitllity. "Tha only downside |5 fhaf allucadad pensione are axsessed against tha lump sur benefit fimid ralhar han
e higher pension lirpil,™ MrYyall said.

DEXXER"s foracast growth rates for certain berm and lifetime anaitics Have declined, given the kwer growlh retes in the
il by years and questicna abgut the industny's capacity to furd the capilal demande shat sirong annities growth
WLl réquing.

Mirk Znerry, shaduw minister for retiremant ingo:nes and savinga. consumer affaire, said increazed celas of After-
ratirermnert producls raisad important cansurmes igsues,

“Cvar B0 par cend of superannualion investars pay fees ard charges equad to [625 than 1 per cent of thoir investment.,
But it is nod uncommaon for postsretirernend poducts m have fees ranging from Zpar cent fo 5 per cent.” he =aid

"The higher foes and chergee reduce poslrelrement incomee and this wél e 3 bigg issue, parliculady in an enviranmen
af lwer real investmant rsturmes."

Ha alse zaid these was no adequate ompensation scheme for after-retirement preducts, ieaving invastors with
inadequate predection against fravd and mismaragercenl
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Hon P Costelln

Treasurer

Parhament Heygse
CANBERRA ACT 26

Dcar Peter

Rumour has it thal you are laoking fur constructive ideas for new pulicics which will apmpeal 1o a
laroe seclion of the community adversely alfictcd by both the current low interes) covironnent and
The G571

I refer (o the sclf-funded retirce, or at least those who have oot been fortungle conough to take
advantage of Australia=s excellent allocated pension system.  Instead Lheir capital i3 typically
invested] short term or “securcly™ in cash or similar asset clusses, rohums on which continue to 2l
fom rates of 12-15% 10 vears ago to todaves 4-6%. Wo wonder lhcy are anti @ low interest
(Liberal} govemment.

Having spent 32 years in financial planning, the ksl 22 apcclaltsing in relircmoent planming with
particular emphasis on pension fiunding, 1 can sce a faidy simple selution 1o these poople s
prablonn; that is, allow thom access o the superannuation pension sysem,

The rules, somewhnl illogically, Jeny lhe capacity to contribute to superanouation generafly al age
03 COver the years i have been practising, mamy other entey rules io superannuativn have boen
significantly reluxed including removal of the Gainful Emploviment requircment for mast and the
ahilily ef a spouse tor make comtributions,

If those gver 65 could 51l contribute lo supcranmeation witheut ary lax <eduction on their
contributions (1., Undeducted Contributions), there would be ne druin on the revenus but it would
create o sifustion where allocated pensions could he paid from investment capital imvesied [or the
[ong tenm; i in shares and wither growth assels which typucally gencrate ned inveslment retarns of
S9-12% mra,



An cducationyl paper we use with clients 1o cxplain allocated pensions is atached 1o assist YOUT
uwiderslanding of the true use of the product, At for example, age 74, ihe minimum pension
which cun be paid is 9% of invesied capital, o very large increase on today=s cash rates,

Becanze pengion payments are very dax cffective, |bore could be & cost 1o the revenue but a5 muost
self-funded retirces prohahly pay little or no ncome Lax loday, they could be provided with a

huge benefit at licle cost.

| am confident thiy measure would prove eleclorally poepular and am available for discussion and
further development should you wish s do so.

Yours faithilly

1 A (Tony) Kincaid Dhp. AL, TAFA, CFP, Dip. FP.
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Doeonr M K inecanid

Thank you for your letter of 6 Apwil 2001 to the Tressurer concerning the kg limit phaced oo
sperkimoation cootributions. The Astsent Tressorer has waloed mie t0 respond 1 you 1 apologise
for the delsy in Rspanding.

As you worald be wwane, & oppniaied supersncustion fond can sceop coutribwdions only in
acordance with the Superconeation fadksry (Sperviton) Regulanons (SI5 Regulstions). Under
the SIS Regulstinns, emplover contritndions on behalf of explovees sre aifter:

v mandsied arplope contrintions, which can be acoepied by & supenmmation fiond regundlons
of the parmon”s age or manker of howrs workoed;, of

» moo-maxized empioyer cootribotions, wiich camot be Accepied by a supemmmation fond
#w a poarson aged ) years or more o for 3 peeacn without sufficent coanection & gainfol
crploytoeet, The ape Boofl o 65, but it was incressad W 70 from | July 1997,

The 815 Ragulaticos dafns mandsiwt amplover contributions to ivclode:

& oonbrihebico that naduce the emplover's Liability to the Soperanmoation Gz (SC)
charge (tais doss not provide & basis for contributions fior persons aged T and over, w the SG
chwge docy not wpplyy;, d

& EMDOEATEALAON oontrimtions payable nnder an indusirial agreament or an awarnd e om or

after | July 1986 by an indosirial sothority, Ther is o ape lisyit for contribobons made
AE 1 requdt, contribotions can be made (o & complying fond on bebalf of & poreoe: sged 70 oF ove
only ender an hwinorial agreement or awarid xppmved by an indusirial scthority.



%

Superanmuation receives substantial tax coneessioms designed to increase the refirement mcomes of
mmembers, Given the scale of these conceaxions, it 18 ooportant that superannuation be used for
retivenent purposes. It is inevitable that this constraint will ot suit all individeal chirramstances.
However, the Government considers thar & manimuem age limit on contrbuhions to superannuation «-—
is requared.

Finaliy, the Government is committed bo & retirsmenl incomes policy that snames that all
Australizns cojoy sectrity snd dignity in retirmment. A key chjective of retirement income policy in
this mapect B o cecourage mdividuals to undertake privatc ssvingy in ooder L sac1ro & b gher
standard of living in retirement then would be possible from the age pongon sloae. The
Govemment bolicres that fim obierdive can best be met by Australin's corront thoee plibaed
teliranrent income sysiom cADPTIHIng.

. comipul ey superannuation aavings through the Superanouation Charsniees,
. voduniary superannustion and other private ssvings;, ol
' 8 means-texivd e peailon end asaciated social security aTangememts,

A fundamwntal ohjective of the Govamait'y ettt ineorre policy is by ensone that pablic
esistane, whether provided in the form of tax concesions for Apermalion saving or by means
of social secortiy pavmnemts, should be targeted to those who most need it

This reflects the Govamment’s view that i is cnly fair and reasonable that people who have
mabstantial financial recources, whether in the form of income or essers, showld wse those resAmCes
for living expenses heiore calling on the: pommundty for ineome support through the soctal sacurity
Tysiem in retiremnent,

Constatent with this shijectve, aml alsa to dysers that concessionaily taxed suporarmistion ssvings
are penningly usad 6 fimd mcmme in retirement and ot wsed for extate plamming uopases, te
Crorverrmient 16 commitied to oncouwraging retiress to purchase rehirement income soeams that
provide for an orderly, regular draw-down of the capital underlying the product over the expected
duration of retirement. Income sream products that meet thess obicctives amm afferded considaable
=x and social security et ves,

In comparias o omplyimg hictoms axd oow Life cxpoctancy pansions and mouities, allocaied
pkicms wikd amnorties offer retiress: signifcantly premier soope fov deferring tan and estate
planningFor this rasans gnd pefleactipe the Bctshat smhike complyimg it sd Lfs cxpasancy
income strexms, allocated pensions smd amuitie: cun pencrathy be conemded 10 & limp so or
partial lump sam at any time, Allocais] oexe stas o oot cligible for the pension Teascnahle
benefit bl

Thank you for bringmg your views to the artention of the Govarnment.

GCIm
Tnsne
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