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Question 1

What is the difference between a testamentary trust and a

family trust?

A testamentary trust and a family trust are two different
types of trusts with distinct characteristics:

1. Establishment: A testamentary trust is established
through a person’s will, coming into effect after their
death. It is created specifically to distribute assets accord-
ing to the instructions outlined in the will. In contrast, a
family trust is established during the lifetime of the per-
son, used for various purposes, including asset protection,
estate planning, and tax efficiency.

2. Purpose: The primary purpose of a testamentary trust is
to ensure the proper distribution of assets after death,
according to the testator’s wishes. It is often used to
provide for minors, individuals with special needs, or to
protect assets from potential risks. A family trust is more
versatile and can serve various purposes such as wealth
management, asset protection, tax planning, and succes-
sion planning.

3. Control: In a testamentary trust, the testator’s instructions
in the will govern how the trust is managed and assets are
distributed. Once the trust is established, the testator has
no further control or ability to amend the trust. A fami-
ly trust is typically more flexible. The settlor can retain
control as the trustee during their lifetime and can make
changes to the trust provisions or beneficiaries as circum-
stances change.

Consulting with a financial adviser is recommended to
understand the specific implications and advantages in your
situation.

Question 2

Should I own my insurance personally or through

superannuation?

The decision of whether to own insurance personally or
through superannuation depends on your individual circum-
stances and needs. Here are some factors to consider:

1. Tax deductibility: Life, TPD & Income Protection (IP) in-
surance through superannuation are tax deductible to the
super fund at 15% whilst IP held personally is tax deduct-
ible at your marginal tax rate. These can affect the cost-ef-
fectiveness of the policies.

2. Cash flow: If you prefer not to pay insurance premiums

out of your regular income, having insurance through
super can be advantageous since it uses your superannua-
tion balance.

3. Flexibility and control: Owning insurance personally gives
you more flexibility and control over the policy, including
the ability to customize the coverage and make changes as
per your requirements.

4. Consider your super balance: If you have a low superan-
nuation balance, paying insurance premiums from it may
deplete your savings faster.

It’s advisable to consult with a financial adviser who can
evaluate your situation and provide personalized advice
based on your specific circumstances and goals.

Question 3

What is a transition to retirement (TTR) and how does it

work?

A Transition to Retirement (TTR) is a financial strategy
available that allows individuals who have reached their
preservation age to access their superannuation benefits
while still working.

The primary purpose of a TTR strategy is to provide
individuals with flexibility and options as they transition
into retirement. Individuals can reduce their working hours
or salary while supplementing their income with the TTR
pension payments. This can be particularly beneficial for
individuals who want to gradually ease into retirement rather
than stopping work abruptly.

Here are a few key features and considerations related to
Transition to Retirement:

1. Accessing superannuation: The preservation age varies
based your age, ranging from 55 to 60, depending on your
date of birth. Once you reach your preservation age, you
can commence a TTR withdrawing a certain percentage of
your superannuation savings as an income stream while
still working.

2. Tax on payments: If you're under the age of 60, some of
your pension payments may be subject to tax based on
your super tax components.

3. Pension payments: The amount you withdraw is based
on a minimum and maximum percentage of your account
balance, which is calculated annually.

It’s important to note that the specifics of a TTR strategy
can vary and it is recommended to consult with a financial
adviser who can provide personalised advice based on your
individual circumstances.
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