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Introduction to redundancy

Our support

Seeking advice could make a big difference to the end result and
how your redundancy payment impacts you financially.

A Genesys wealth adviser can work with you to assess your
situation, answer questions and help guide you through the
financial changes in your life. During your appointment your
adviser can:
Assist you in reviewing your financial and lifestyle goals.
Explain your termination payment and the tax ramifications.
Assess your eligibility for Centrelink benefits.
Review your superannuation including any insurance
arrangements you may have.

Estimate how long you can live on your payout based on current
expenditure and plans.

Importantly, your adviser will discuss options for making the best
use of your redundancy payment, help you with any insurance
changes as a result of the redundancy, provide budgeting advice
and generally help you understand your next move.

What is redundancy?

Redundancy is usually referred to as the situation when a job is no
longer required to be performed. This is not personal. The job has
become redundant, not you.

Whilst it can place great strain on individuals, their families and
finances, good planning can reduce both the emotional and
financial pain that often comes with this change of events.

Do | need to talk with a financial adviser about
my redundancy?

While speaking to an adviser is optional, tax treatment can be
complex and depending on how you deal with your redundancy
payment, your ability to access the funds could be affected should
your circumstances change. The correct advice can also help with
maximising any benefits available from Centrelink.
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Your consideration
checklist

Your consideration checklist

We provide you some of
the basic things to think

about when considering the
impact of your redundancy.

If you are unsure of any
areas, your adviser can

work with you to plan the

best solution.

O Do you know your legal
entitlements, as per your
award, agreement or
contract? Check that your
employer has complied
with them.

O Check all details when you
receive any separation
statements, in particular to
ensure your employment
start dates are correct
and that you have been
correctly taxed.

O Make an appointment
with your financial adviser
to review your situation,
and seek advice on what'’s
best to do with your
redundancy payment.

O What are your
superannuation
entitlements? These may
need adjusting as not all
individuals can remain in
their superannuation fund.

O Will your insurance cover
be affected?

O Prepare a budget that takes
into account your changed
situation. And don't just
consider the obvious
expenses. How long do you
think it will be before you
will find employment?

O Is early retirement an option?

O Will you be eligible for
Centrelink benefits?

O Review your health

insurance arrangements,
as these may have been
employer-provided.
Arrange new coverage.

O Inform your creditors of

your altered circumstances.
Consider renegotiating the
payment terms if you are
likely to have difficulty.

O Make an appointment

and take advantage of
what your company has
offered, eg. outplacement
services or employee
assistance programs.
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Your entitlements

How much will Employment

be tax free?

Genuine redundancy
tax free amount

Your entitlements

Genuine redundancy tax-free amount

If your termination meets the tax office’s definition of ‘genuine’
redundancy, you may be eligible to receive part of your
termination payment tax-free.

To be eligible for the genuine redundancy tax-free amount, you
must be under age 65 and your position is genuinely being made
redundant, meaning your employer is not replacing you with
another person and there is no agreement in place for you to be
rehired by your employer.

How much will be tax free?

The tax-free amount is calculated as $7,732 plus $3,867 for each
completed year of service.

If your payment (excluding leave payments) is less than this
amount, your entire payment will generally be tax-free.

If your payment (excluding leave payments) is greater than this
amount, the excess is called an employment termination payment.

termination payment

Employment termination payment (eTp)

The amount of your payment that exceeds your leave payments
and the genuine redundancy tax-free amount is called an
employment termination payment.

Since 1 July 2007, ETPs can no longer be rolled into
superannuation and must instead be taken as cash (unless
transitional rules apply — see below). However, the net amount can
be contributed to super providing the relevant superannuation
contribution rules are met.

How will the ETP be taxed?

Your ETP will probably consist entirely of taxable component.
However, a tax-free component will exist if any of the payment
relates to invalidity or pre-1 July 1983 service.

Continue reading this section )

Employment termination payments — tax rates

TAX-FREE

YOUR AGE COMPONENT

TAXABLE COMPONENT

Under Tax-free  First $150,000  31.5%
preservation Excess 46.5%
age ‘

Preservation Tax-free  First $150,000  16.5%
age orover Excess 46.5%
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Transitional termination payments

Transitional rules apply to ETPs paid after 1 July 2007 where
the ETP was specified in an eligible employment contract, law,
or workplace agreement that was in existence on 9 May 2006.
Transitional rules only apply to ETPs paid before 1 July 2012.

Under transitional rules, the ETP can be taken in cash or rolled
in superannuation.

How will transitional termination payments be taxed?

Transitional termination payments — tax rates

YOUR AGE TAX-FREE COMPONENT TAXABLE COMPONENT

Under preservation  Tax-free Up to $1 million 31.5%
age Excess 46.5%
Preservation age Tax-free Up to $150,000 16.5%
orover Next $850,000 31.5%

Over $1 million 46.5%

AAt the end of financial year

* Amounts in excess of $1 million count towards your individual superannuation
contribution cap

How will transitional
termination payments
be taxed?

Transitional
termination payments

Unused annual and long service leave

Unused annual and long service leave (including leave loading)
payments must be taken as cash and cannot be rolled over to
superannuation. However, the net amount can be contributed

to super provided the relevant contributions rules are met. Any
contribution to super would be fully preserved (meaning it cannot
be accessed) until you reach preservation age and meet a condition
of release.

Note: This contribution to super will count towards your relevant contribution cap. We
recommend you seek advice as excess contributions are taxed at a minimum of 46.5%.

How will annual and long service leave payments be taxed?

For unused annual leave, the payment will be taxed at a maximum
of 31.5% (including the Medicare levy).

Although your employer withholds the tax liability, you are
required to include the payment in your annual tax return where
the tax office will provide you with a rebate to ensure the tax
payable doesn't exceed 31.5%.

For unused long service leave, the tax treatment will depend on
the period of service, as outlined in the table right.

Continue reading this section )

Unused annual and
long service leave

How will annual and
long service leave
payments be taxed?

Unused long service leave

SERVICE PERIOD TAX PAYABLE

Pre 16/8/78 5% is included in your
assessable income and taxed

at marginal tax rates

Post 16/8/78  100% is included in

your assessable income.
Rebate applies to ensure
maximum tax rate is 30%

plus Medicare levy
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Your entitlements

What is preservation age?

Superannuation law places restrictions on when you can access
lump sums. One of these restrictions is called your ‘preservation
age’ and is in addition to other restrictions when withdrawing
your superannuation benefits.

You generally cannot access your entire super benefit as a cash
lump sum until you reach your preservation age

DATE OF BIRTH PRESERVATION AGE
Before 1 July 1960 55 years
1 July 1960 to 30 June 1961 56 years
1 July 1961 to 30 June 1962 57 years
1 July 1962 to 30 June 1963 58 years
1 July 1963 to 30 June 1964 59 years
After 30 June 1964 60 years

Case studies )
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Case studies

Let’s take a look at two case studies to understand the differences between transitional and non-transitional rules.

Adam

Adam was retrenched on 1 July 2009 after five years with his
employer. He received a total termination payment of $50,000.

Adam’s genuine redundancy tax-free entitlement is $27,067 (i.e.

$7,732 + (5 x $3,867)). He is eligible to receive this amount tax-free.

The balance of $22,933 is an ETP.

Adam is under preservation age and does not fall under
transitional rules as he renegotiated his employment contract last
year. He must therefore take the ETP as cash and will pay tax at a
maximum rate of 31.5%.

Louise

Louise is also retrenched on 1 July 2009. She has also worked for
her employer for five years and also receives a total termination
payment of $50,000.

Louise’s genuine redundancy tax-free entitlement is $27,067 and
her ETP is $22,933.

Because Louise falls under transitional rules, she has the option to
roll the ETP into her super fund where it will be taxed at just 15%
upon entry.

If Louise takes the ETP as cash instead, it will be taxed at the
maximum rate of 31.5%.

Rolling the ETP into super can save Louise tax of $3,783 (16.5% of
$22,933), however she will need to be sure she doesn't need the
funds prior to meeting a condition of release (such as reaching
preservation age).
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Government assistance

Being unemployed means you may be entitled to the
Centrelink Newstart Allowance. To be entitled to this
allowance, you'll need to satisfy the Centrelink income and
asset tests and you may also be required to serve one or more
waiting periods — the income maintenance period and the
liquid asset waiting period.

Government
assistance

Income
maintenance
period

Income maintenance period

A person receiving unused leave entitlements or other termination
payments from their employer upon termination of employment will
usually have to serve an income maintenance period. Unused leave
entitlements include annual, long service, sick and maternity leave.

Under the income maintenance period, Centrelink assess
termination payments as income for the period they represent.

For example: Sarah receives a redundancy payment of $30,000. If Sarah's
gross wage was $1,000 a week just prior to termination, then her income
maintenance period would be as follows:

Redundancy payment of $30,000/$1,000 = 30 weeks income
maintenance period

The income maintenance period applies to Newstart Allowance,
Youth Allowance, Partner Allowance, Widow Allowance, Austudy,
Parenting Payment, Sickness Allowance and Disability Support
Pension (except if you are permanently blind).

Continue reading this section )
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Government assistance

Liquid asset waiting period

A liquid asset waiting period may apply if
you have money available (liquid assets)
of $10,000 or more (this rate is for a couple
or a single person with dependants) or
$5,000 or more for a single person. The
maximum liquid assets waiting period

is 13 weeks.

Liquid asset examples

Any tax-free amount received as part of
a redundancy

Any money in trusts funds, bank
accounts, mortgage offsets

Any cashed ETP

Some payments made or due by your
last employer

Unused annual and long service leave
paid on termination of employment

Amounts deposited or lent to banks
whether or not the money can be
withdrawn or repaid

Cash on hand

Assets given to children in some
circumstances

Shares and debentures

Loans to other people

Term deposit

Other money available at short notice
Proceeds from the sale of business

Government
assistance

Continuing on from our previous example,
Sarah will be assessed as follows under
the liquid asset waiting period:

Redundancy payment $30,000
Mortgage offset account $9,000
Shares $3,000
Total liquid assets $42,000
(§42,000 - $5,0007) / $500° 74 weeks

*Single person

However the maximum waiting period

is 13 weeks. Since both of these waiting
periods apply to Sarah they will be

served concurrently. This means Sarah

will have to wait 30 weeks under the
income maintenance period before she
can receive Centrelink benefits. You
should contact your local Centrelink office

to apply.

Your next move and Contact us )

Liquid asset
waiting period

Liquid asset
examples


http://www.genesyswealth.com.au/genesys/genesys.nsf/AttachmentsByTitle/Library_RedundancyPrint.pdf/$FILE/Library_RedundancyPrint.pdf
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Your next move

Facing redundancy can be an emotional rollercoaster, and while
redundancy can often provide opportunities, the complex nature
of superannuation and tax regulations means that it's important to
ensure you make the most of any payment you receive. A Genesys
wealth adviser can work with you to ensure your next move is the
right move.

We recommend that you start your next move by thinking about
your financial and lifestyle goals in light of this change of events.
The simple act of writing down the things that are important

to you will give you a sense of control over your future and

your finances.

Important information

Information contained in this brochure is general in nature and does not consider your
particular situation or needs. Please do not act on this advice until its appropriateness
has been determined by a qualified adviser. While the taxation implications have been
generally outlined, we are not, nor do we purport to be, registered tax agents. We
strongly recommend you seek detailed tax advice from an appropriately qualified
registered tax agent for detailed tax assessment.

Meeting with your adviser

Providing your adviser with as much information as possible will
greatly assist in making sound financial decisions.

When you meet with an adviser, you will need to bring the details
of your redundancy payout.

We understand there is a lot to consider and discuss — that is why
we are here to help you during this time.

genesyswealth.com.au

Genesys Wealth Advisers Limited, ABN 20 060 778 216,

Australian Financial Services Licence No 232686, Principal Member of the FPA

The information presented in this document is not intended to be advice.
Please contact a qualified financial adviser to avoid making a decision not appropriate to you.

08900-08-09E

Your next move Contact us

Contact us

To discuss your
redundancy options
in more detall, please
contact your Genesys
Wealth adviser.

GENESYS

WEALTH ADVISERS



http://www.genesyswealth.com.au
http://www.genesyswealth.com.au/genesys/genesys.nsf/AttachmentsByTitle/Library_RedundancyPrint.pdf/$FILE/Library_RedundancyPrint.pdf
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