FINANCE

Bonusis a

big plus for
pensioners

Rewarding times are ahead, as part of
Government incentives that allow people
to work and receive the aged pension.

iS4+ M Noel
Y \Whittaker

THE next crucial date for the
continually changing aged
pension system is September
20.

On that date the taper rate
for the income test changes
from 40 cents in the dollar, a
Work Bonus will be intro-
duced to encourage pen-
sioners to work part-time to
supplement their income,
and the present Pension
Bonus system will cease to
exist.

Fortunately, the Govemn-
ment has followed its tra-
ditonal practice of giving
plenty of notice about
changes to the pension system
and this has opened up a
window of opportunity for
those who are of pensionable
age now.

Provided they act before
September 20 they can qual-
ify for both the Pension Bonus
Scheme and the Work Bonus.

The aim of the soon-to-be-
axed Pension Bonus Scheme
was to reward those of pen-
sionable age who continued
to work instead of retiring and
living off the pension.

It was a laudable aim, but
not a success in practice,
because it was complex, hard
to administer and the benefits
were not what they were
cracked up to be.

Think about a couple who
turned 65 three years ago,
who owned their home and
had $200,000 in financial
assets.

They would have been
immediately eligible for the
full aged pension, then
$21,372 a year, plus all the

goodies that go with it.

However, if they chose to
forgo the pension entirely
for three years, and instead
he worked at a part-time job
on $25,000 a year, their pen-
sion bonus at the end of
three years would be just
$20,935.

When you look at these
numbers you can see why the
Pension Bonus Scheme
wasn't a big hit — it provided
little incentive to keep work-
ing.

The big benefit of the Work
Bonus Scheme which will
replace the Pension Bonus
Scheme is that a pensioner
will be able to work part-time
and receive the aged pension
at the same time.

No longer will they need to
choose between deferring
their pension and receiving a
lump sum, or going on the
pension and forgoing the

lump sum.
Under the new scheme
half of an individual's

employment earnings up to
$500 a fortnight will not
count as income for the
income test.

Once your employment
income has received the
50 per cent discount, it is
added to the rest of the
income and assessed under
the new income test scales.

Employment income over
$500 a fortnight will be added
to assessable income and
treated as it is now.

It is certainly a better out-
come for those pensioners
who choose to do some part-
time work, because as well as

earning $500 a fortnight from
that work, they would also be
eligible for an increase in
their aged pension of about
$3250 a year.

That’'s a combined
additional income for the
household of $16,250 a year.

As always, advice is
needed, because the best
strategy will depend on your
individual circumstances.

The Work Bonus Scheme is
of no benefit to the self-
employed or those working in
a partnership because, for
some strange reason, such
income does not qualify for
the concession.

For them, sticking with the
old Pension Bonus Scheme
may be a better option.

If you believe that the
Pension Bonus Scheme is
still appropriate for you, it is
important to register with
Centrelink before Septem-
ber 20, as no new appli-
cations will be accepted from
that date.

If you have just heard about
the Pension Bonus Scheme
and are over pension age and
still working it may be poss-
ible to register, so contact
Centrelink as soon as poss-
ible.

Noel Whittaker is a director of
Whittaker Macnaught, a
division of St Andrew’s
Australia. This advice is
general in nature and readers
should seek their own expert
advice before making financial
decisions. His email is
noelwhit@gmail.com

I have a seff managed
q super fund and draw
an dlocated pension. | have
had conflicting advice from
my financial adviser and my
accountant as to whether the
amount of minimum
allocated pension has been
reduced by 50 per cent for
the year commencing
1/7/2009. Can you please
advise? | am 65 years old.

The 50 per cent
concession will
continue until July 2010.

My wife and | have a
Q mortgage of $360,000 on
thethouse we live in, which is
valued at about $800,000. My
wife recently inherited a
share portfolio of about
$340,000 and we are not sure
if we should sell some of
these shares to reduce our
mortgage or just wait and
hope they appreciate.

| am not sure of the tax
implications of selling these
shares. We are on a single
income, my wife is not
working, and | earn between
$120-140,000 per year. We
currently pay about $3300 a
month on our mortgage,
although with the current
low interest rates the

minimum payment is down
to about $2300. What would
you suggest we do?

Itis very important that

you take advice about
the capital gains position of
the shares before you sell any
of them. This is because you
will be deemed to have taken
over the deceased's CGT
liability and this will be
triggered immediately any of
the bequeathed shares are
disposed of.

When the CGT position is
analysed you may well find
that there are profits and
losses, and it may be
possible to choose a mixture
of profitable shares and loss
making shares that when
sold would enable the
capital losses to offset the
capital gains. If you have a
non deductible home loan it
would certainly be a good
strategy to reduce it by
selling some of the shares
but you don't want to take
any action that would create
unnecessary tax.

No matter what you
decide to do make sure you
keep up repayments of $3300
amonth. Even if you don't
reduce the debt from the
sale of the shares payments,

at this rate will have the loan
paid offin 13 years.

In a previous column
Q you referred to
bintting nominations on
super funds. When | initially
completed the paperwork
for my fund (28 years ago), |
naturally nominated by
wife, and we are still
married, and plan to remain
so. Each year my fund asks
me if | want to change my
nomination, but | do not
make any change. | think
that that question is a
statutory obligation on my
fund. | consider my original
and ongoing nomination to
be a binding nomination on
the fund trustee, oris a
“binding nomination”
something in addition to my
original and ongoing
(unchanged) nomination?

From your information,

your nomination is not
abinding one and the trustee
has the power to disregard it.

| suggest you ask your fund to

prepare you a new
document.

Send your questions to
noelwhit@gmail.com
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