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ImprovingtheSuperannuationSavingsofPeopleUnderAge40

Introduction
The TrusteeCorporationsAssociationof Australia (TCA) is the peakrepresentativebody for

thestatutolytrusteecorporationsindustryin Australia.

The TCA’s 16 memberscompriseall of the 8 Public Trusteesandmostof the privatetrustee

corporationsoperatingacrossthecountry(seeattachment).

Trusteecorporations,establishedand regulatedunderspecific StateandTerritory legislation,

havebeenprudentlymanagingAustralians’financial andpersonalaffairs sincethelate 1 800s.

Today,TCA membersprovideacomprehensiverangeof services,includingestateplanningand

superannuation,to millions of individual, family, and corporateclients, involving almost

$330billion of assets.

Executive summary

The TCA stronglysupportsefforts to improvethe superannuationsavingsofpeopleunder40,

asa level of financial resourcesover andabovethe Age Pensionwill be requiredin orderto

enjoyareasonablycomfortablestandardofliving in retirement.

We believethat increasedsuperannuationsavings(both compulsoryandvoluntary) is a key

elementin addressingthelong-termconsequencesofan ageingpopulation.

This submissiondoesnot addressthe broad issues of the taxation of superannuation,the

adequacy of the superannuationguarantee arrangements,or choice / portability of

superannuation,aswe believetheseareaswill be coveredby submissionsfrom otherindustry

bodiesetc.

Rather,our focusis on:

o improvingpeople’sawarenessof theimportanceof ‘startingearly’ to build

anadequatenesteggfor retirement,and

o themeritsofestablishingappropriatesuperannuationarrangementsaspartof

effectiveestateplanning.
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Comments

(a) Improving awareness

We believe that greater awarenessamongyoungerpeople of the significant impact that

‘starting early’ will haveon the adequacyof a person’sultimate retirementincome is a key

aspectofincreasingthesuperannuationsavingsoftheunder40 segmentofthepopulation.

Improvingthelevelof financial literacyofthegeneralpublic isa crucial first stepin achieving

thatheightenedawareness.

Wearenotsuggestingthateveryonecanorshouldaim to becomea financialexpert. However,

morepeopleshouldbe able to understandkey financial concepts— such asthe relationship

betweenrisk andreturn,theimportanceof diversification,and thepowerofcompoundinterest

- andknowwhereto go for furtherinformationandassistance.

We thereforestronglysupporttheGovernment’srecentestablishmentof theFinancialLiteracy

Foundation,with the aim of assistingAustraliansto make more informedfinancial decisions

andbettermanagetheirmoney.

We believe that the natureand importanceof superannuationshould feature prominentlyin

financialawarenessprograms.

Also, we would suggestthata vital elementof theFoundation’seffortsshouldbeto encourage

more attentionbeinggiven atthe schoollevel to basicfinancialunderstanding,irrespectiveof

thecareerpaththatastudentmaybefollowing.

(b) Effective estate planning

Giving earlyattentionto appropriatesuperannuationarrangementsshouldbepartofa person’s

broaderestateplanningstrategy.

An effectiveestateplanshouldencompass:

(i) Preparationofavalid Will

The preparationof avalid Will which clearly expressestheperson’swishesin respectoftheir

estateisanessentialelementofestateplanning.

This importantactionshouldreflect carefulconsiderationofseveralfactors:

o an appropriatepersonto be appointedto actasexecutor,havingregardto the

responsibilitiesinvolvedin thatrole,
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o the amount and natureof assetsinvolved, eg type of investmentsheld,

including superannuation(seebelow),

o the personal situation of intendedbeneficiaries,eg children with special

needs,and

o the meritsof settingup a testamentarytrust, particularlyif minors are likely

to survivethetestator.

A personshouldregularlyreview their Will to assesswhetherit needsto beupdatedto take

accountofchangedpersonalcircumstances.

(ii) Meritsofa EnduringPowerofAttorney

Considerationalso shouldbe given to creatingan enduring powerof attorney,wherebyan

appropriatethird party is appointedto makefinancial (andpossiblyother)decisionson behalf

ofapersonif theybecomeunableto managetheirownaffairs.

(iii) Mostsuitablesuperannuationarrangements

Optionsinclude:

o RetailI industry!corporatefunds

Theseoffer a rangeof superannuationproducts(suchasannuitiesandallocated

pensions),involve little or no personaladministrationandrequireonly modest

minimumbalances.

o Selfmanagedsuperannuationfund(SMSF)

This type offund, alsoreferredto as a ‘do-it-yourself (DlY) fund, musthave

less than 5 members,and all membersmust alsobe trusteesof the fund, and

therefore directly responsiblefor its proper operation and compliancewith

retirementincomepolicy. Thesefundsareoverseenby the ATO (annualfee

$45).

While a SMSF mayallow greaterinvestmentflexibility than someother funds,

subjectto complyingwith theunderlying ‘purpose’test,this optionwill notsuit

everyone. A certainminimum amount - generallyput at about $200,000- is

requiredto makea SMSFworthwhile. Also, themembers/ trusteesmusthave

the time and ability to properly operate the fund, monitor investmentsetc

(certainfunctions,butnotultimateresponsibility,canbe outsourced).
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o Small APRAFund(SAY)

Many peoplechooseto savefor retirementusinga SAYwhich, like an SMSF,

must have less than 5 members. However,SAY membersmust appoint an

ApprovedTrustee(ie a specialistcorporation)to be responsiblefor the proper

operationofthefund.

Peopleopting for this approachavoid the responsibilitiesand administrative

requirementsassociatedwith beingatrustee,but aregenerallyableto maintaina

degreeofcontroloverinvestments,dependingon therangeofdiscretionoffered

bytheApprovedTrustee.

However,thelevel of theAPRA supervisorylevy appliedto eachSAY ($500in

2005/06)may discouragemorepeoplefrom choosingthis ‘bettercompliance’

environmentfor theirsuperannuation.

In our view, SAYs beara disproportionateshareof the costof supervisingthe

superannuationindustry,giventhatAPRA’s focus in supervisingSAFsis very

muchon thecapabilitiesandperformanceoftheApprovedTrustees,and is less

intensivethanfor otherprudentially-regulatedsuperannuationfunds.

It is important to note that, while APRA has authorisedabout 40 Approved

Trusteesto managethe existing8,000 orso SAYs, thegreatbulk ofthatbusiness

ishandledby 3 corporations(whicharemembersoftheTCA).

When determiningappropriatesuperannuationarrangementsaspart of an estateplanning

strategy,apersonshouldconsidermakinga Binding DeathNomination to be lodgedwith

thefund’s trustees.

While completinga BDN is not compulsory,it removesuncertaintyaboutwho themember

wishesto receivethebenefiton deathandminimisesthelikelihood ofdisputes.

The person(s)nominatedby a membermust be a dependant(or their Legal Personal

Representative)at thetimeofthemember’sdeath.

A deathbenefitETP within thedeceased’sReasonableBenefitsLimits (RBL) whichis paid

directlyto dependantsof thedeceasedis exemptfrom taxation. Any excessover theRBL is

taxedat47percentplustheMedicareLevy.

L
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Attachment

TRUSTEECORPORATIONSASSOCIATIONOFAUSTRALIA

The TrusteeCorporationsAssociation,formed in 1947, is thepeakrepresentativebody for
thetrusteecorporationsindustryin Australia. Its mainobjectivesareto:

• representandadvancetheinterestsofmemberstatutorytrusteecorporations
with government,regulatorsandthewiderpublic,

• serveasa forumfor discussiononmattersofmutual interestto members,

• providean educationprogramandset professionalstandardsfor officers of
statutorytrusteecorporations,and

• providecentralisedservicesfor members,including complaintshandlingand
maintenanceof industrydata.

The Associationrepresents16 organisations,comprisingall 8 Public Trust Offices andthe

greatmajority ofthe10 privatestatutorytrusteecorporations.

TheAssociationoperatesout ofpremisesin Sydney. It is controlledby a NationalCouncil,
which comprisestheChiefExecutiveOfficer of eachmemberinstitution,andan Executive
Committee,madeupof asmall groupofthosepersons.

Member Droducts and services

In the 1870s, Governmentsfirst enactedlegislation to extend the role of executoror
administratorof a deceasedestate,traditionallytakenon by a naturalperson,to licensed
trusteecorporations. This was to benefit the public by providing greaterexpertiseand
resourcesthanareavailablefrom anindividual, togetherwith perpetualsuccessionto a client
establishinga long-termtrust.

Within thenextdecade,mostof thetrusteecorporationsnow authorisedunderrelevantState
andTerritory law were established. Today, trusteecorporationsprovidea wide rangeof
wealthmanagementproductsandservicesto individual, family andcorporateclients. These
include:

• Traditionalpersonalwealthmanagement

Wealthvrotectionandtransfer
- estateplanning
- preparingwills
- executorofdeceasedestates
- trusteeofpersonaltrusts,includingtestamentarytrusts
- administeringclient assetsunderPowersofAttorney

Protectingvulnerablemembersofthecommunity

- actingasfinancialmanagerorguardian,usuallyunderCourtorder, for persons
unable to look after their own affairs, including minors and the
intellectually-disabled

Administeringcharitabletrustsandfoundations

- including for medical research, galleries, museums, and education
scholarships
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• Otherpersonalbusiness

- trusteeoradministratorfor small superannuationfunds
- providingtaxadviceandpreparingtax returns
- financial planning

• Funds management

- offeringmosttypesofunit trustsandcommonfunds

• Corporate activities

- registryoperations
- custodialservices
- trusteefor debentureandconvertiblenoteissues
- responsibleentity services
- securitisationfacilities
- compliancemonitoring
- trusteeoradministratorfor retailsuperannuationfunds

Industry statistics

In aggregate,trusteecorporationshaveabout$330billion ofassetsunderadministration,and
capitalresourcesofabout$1 billion.

They employ almost3,400 staff in over 80 offices locatedin all StatesandTerritoriesof
Australia.

Almost 2 million Australianshavetheir wills recordedwith trusteecorporations.

Eachyeartrusteecorporations:

- write about70,000wills andpowersofattorney
- administerabout11,000deceasedestates
- administerassetsunderagencyarrangementsor

Courtordersfor about45,000people
- prepareabout50,000tax returns

TCA Members

• ANZ Executors& TrusteeCompanyLtd
• AustralianExecutorTrusteesLtd
• EquityTrusteesLtd
• NationalAustraliaTrusteesLtd
• PerpetualTrusteesAustraliaLtd
• PublicTrusteefor theACT
• PublicTrusteeNew SouthWales
• PublicTrusteefor theNorthernTerritory
• ThePublicTrusteeofQueensland
- PublicTrusteeSouthAustralia
• The Public TrusteeTasmania
• PublicTrusteeWesternAustralia
• SandhurstTrusteesLtd
• StateTrusteesLtd
• TasmanianPerpetualTrusteesLtd
• TrustCompanyofAustraliaLtd
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