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In this edition of People in Focus, we look at retirement and

estate planning...

In the recent Grant Thornton International Business Owners Survey,
79% of business owners surveyed indicated that they expected the
ownership of their businesses to change within five years. This leads
to the question - are businesses and their owners prepared for a
change in ownership through retirement, unexpected iliness or even
death?

Retirement planning

A modern business owner has two main issues to deal with in
retirement planning. Firstly, and mostimportantly for the retiring
business owner, is the question "how much money will | need in
retirement? Secondly “what will happen to the business?”

1. What do I need to live?

The most critical issue for a retirement plan is what does the owner
need to set aside to live how they wish to live in retirement? This not
only includes the necessities of life such as food and shelter but also
the discretionary spending like holidays, new cars and gifts for
children.

The amount that needs to be set aside for retirement will vary from
person to person but one thing which does not change is that
everyone should have a clear understanding of the amount of money
they need to fund a comfortable retirement. The exact amount
required depends on many factors including long term investment
returns, inflation and the person's life expectancy.

The next step is to make sure that the capital is held in the best
structure. This includes careful consideration of both income tax and
capital gains tax implications during retirement and upon death. While
superannuation is generally the best structure for most of your
retirement wealth and can provide significant benefits in retirement,
some assets must remain outside (in particular the family home and
business equity) and some additional factors need to be considered

(eg. reasonable benefits limit and inability of the superannuation fund
to borrow).

The following table provides an estimate of the minimum amount of
capital required to fund different annual retirement income levels.

Annual Retirement Minimum Capital
Income (after tax) Required @ 65 Years
$20,000 $314,000
$30,000 $483,500
$40,000 $678,500
$50,000 $903,000
$75,000 $1,590,500
$100,000 $2,331,500

Please note: This table's retirement income is after tax, based on
minimum drawing from an allocated pension with 8% annual
earnings, assessed against the standard Lump Sum Reasonable
Benefit Limit.

2. What about the business?

Quite often a retiring business owner has spent years building up a
business and when it comes time to retire, numerous key issues
need to be addressed including:

m Willthe business be sold or passed on to family members?

B [sthere an obvious family successor to carry on the business or
will a new, external manager need to be appointed?

B What are the expectations and opinions of the non-family
management team upon retirement of the owner?

® How dependent will the retiring owner be on anincome stream
from the business?

Itis clear that for an orderly transition upon retirement an early,
detailed plan of these and other issues, allowing input from all
affected parties, would be highly desirable. The additional benefit of
an early retirement plan is that it also acts as a valuable documentin
the unfortunate event of the death of the existing owner.
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This is not advice. Clients should not act solely on the basis of the material contained in this publication. ltems herein are general comments only and are
not for the purpose of providing financial or investment advice or recommendations, and should not be relied upon as such. Also, changes to the
legislation may occur quickly. We therefore recommend that our profesional advice tailored to your individual investment objectives, financial situation and
particular needs should be sought for this purpose.
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