ﬁWli:“EKENn AUSTRALIAN

August 20-21 2005

SPECIAL REPORT

RETIREMENT INCOME

HEN to start your retirement is a

MONEY How much do you need? P2

New rules kickstart better options to boost
your post-retirement income,

writes Tim Blue

able to pay these fees up front, to collect a 20 per

SEA CHANGE The great stampede for
sun, surf and sand Pé
HOME Choose where you

want to live P10

So one year later, Harry has an allocated
pension that is delivering an extra $20,000 into
his pocket. His super account is picking up the
employer’s 9 per cent super guarantee payment,
and despite the pension payment, his total
retirement assets have grown to $619,067, albeit

question that is often hard to cent discount for doing so. Suddenly finding an  not the $643,067 they might have grown to
answer. For many there is a sense  extra $20,000 a year would be very convenient.  otherwise.
Income boost Before  After that the time is near, yet we are See the table above. Harry, who is on a salary How else could Harry have got his hands on
$ $ reluctant to leap from full-time  of $90,000 a year, happens to have $600,000 in  $20,000? He could have worked longer hours to
Salary 90,000 90,000  Work to a life we fear might be too empty. super. He uses this to buy an allocated pension—  earn about $40,000 extra, of which close to half
! " A range of options has just opened for the one of the non-commutable type that generally  \ould have been lost at the top marginal tax rate
Super Guarantee (9%) 8,100 8,100  over-55s under new rules that allow a transition car‘jt ge ctllxlangetli balclk to cacslh, 3 - of 47 per cent and L5 per cent Medicare levy. But
to retirement. They can be worked to allow, for nder the rules, he can draw an income o < ;
SalaTY package 98,100 98,100 example, a three—ga working week without a  between $31,000 and $63,000. Let’s say he opts by taking advantage of the tax concessions on an
: d 'p income; or Zrha 3 asghort term income to take $31,000 a year, which lifts his gross allocated pension, the tax hit is much softer.
rop in i 3 - 4 A A : .
Plus allocated pension U ol bool;t when you negd ext‘r’a cash and even away income to $120,000. After taxes and the A3, Theo Marini, an. Adelaide financial
i ; : planner, says, ‘“‘Everyone can use some extra
Gross pay 90,000 121,000  to cut income tax. Medicare levy, he has a take home income that ST Sace ob et Tivis, and thid 5 ona
L All are variations on a theme — of how to use  is $20,000 a year better than befor];le v o do it g d
€ss some of your super ahead of full-time retirement. By using his super as a pension, Harry got an s e S
Income tax on taxable income 26,100 40420 The ma}i,n toolp is an allocated pension — a  extra $31,000 a year income but only lost about b It S‘KES famll(ljes_:he chalgc; t‘: “sg ﬁ}s monety
! ; privately bought pension that comes with tax an extra $10,000 in tax. This is because he ~When they need it, or start to build assets
Medicare levy 1,350 1,815  breaks. collected a $4650 tax offset from the government ~ elsewhere such as a deposit on a holiday house
: ! Here’s how to use an allocated pension for a (st at 15 per cent of the allocated pension ~or one for the children” )
Plus pension tax offset 0 4,650  short-term boost to cash in your pocket. income). A point to remember is that this strategy
: Let’s say Harry is 56, earning well and has  Not only that, but his former $600,000 in works better when investment earnings in the
Total net personal tax 27,450 37,585 several children at an expensive stage of their  super is no longer being taxed at 15 per cent on  allocated pension are high. Conversely, the lower
”Total take home pay 62,550 83,415 lives — perhaps about to become university its earnings. It is providing an allocated pension,  the investment earnings, the lesser.the benefit in

67 Kensington Road, Norwood SA 5067

students and face big fees. Harry would like to be

whose earnings are not taxed.
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