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HLB TAILORED PORTFOLIOS - A
STRONG FIRST YEAR OF SMARTER
INVESTING

About 18 months ago we started the process of reviewing the way
we run client investment portfolios. We settled on what is called a
Managed Discretionary Account (‘MDA’) service, whereby our clients
provide us with the authority to make changes to their investment
portfolios on their behalf, and we then notify them of the changes
once they are completed. We call our suite of investment portfolios
‘Tailored Portfolios’.

We have built five portfolios and pleasingly all five have significantly
outperformed their respective benchmarks after the first year. Our
‘Balanced’ 70/30 Tailored Portfolio returned 14%, for the year ending
30 June 2025, outperforming some of the large industry super funds,
including the UniSuper Balanced (10.1%) and the Australian Super
Balanced option (9.5%).

The purpose of moving towards a MDA service was for a number of
reasons:

¢ We wanted our investment ideas and changes to be implemented
with greater speed so that we can make changes quickly, rather
than writing an email to all our clients and waiting for responses
to come back, which would often be several weeks.

¢« Given it was easier to change the portfolio, our investment
committee increased from quarterly to monthly meetings, with
the idea that more regular changes but in smaller increments,
takes away some of the timing risk.

¢ We now have Lonsec investment specialists, together with our
long term asset allocation specialist Tim Farrelly sitting on our
investment committee, providing us with greater insight into the
investments.

(CONTINUES PAGE 2)
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We have been running ‘Model Portfolios’ for well
over 20 years. Our clients wishing to preserve wealth
throughout their retirement years and protect
against the impact of inflation, have been able to
achieve this with our ‘Balanced’ portfolio, targeting

a return of 7-8% per annum. We did not need to
change too much with our existing portfolios at the
start of the financial year. Compared to many large
retail superannuation funds, we had two significant
differences with our portfolios.

1. We had zero exposure to CBA for the whole
financial year. The ASX 200 increased 14% during
the year and CBA contributed nearly 30% of
this return. Our 20 stock direct share portfolio
delivered an impressive 19.4% for the same period,
which indicates an index approach is not required
to build a good quality share portfolio.

2. We also had an underweight exposure to large
US equities, particularly the magnificent 7. The
US market performed well for the year rising
13.6% and those stocks were about 50% of the
return. However, our global exposure was ahead
of respective benchmarks and importantly we had
much lower volatility when the US market did go
through its near 20% correction in March 2025.

Our investment changes throughout the year reflected
an overall need to be more defensive when share
markets are approaching being fully valued. This may
seem strange after a year of 10% plus returns from
share markets, however with the US share market
having been on a strong upward trajectory since

the end of the GFC and the Australian share market
averaging 13.3% per annum over the last five years,

it makes sense that these share markets are now
starting to be fully valued.

While overall portfolio returns are unlikely to be as
high as recent years, we are still aiming for the target
7-8% per annum return for our ‘Balanced’ portfolio
over the next 5 to 10 years. To achieve this we have
maintained a ‘diversified’ position across all the
different asset sectors, including Listed property,
Global Infrastructure and High Yield Debt. While these
asset classes will also go up and down in value, they
tend to have lower volatility than share markets. The

PERSONAL WEALTH
MANAGEMENT

returns in these asset classes are also more income
based which provides more certainty with how much
income you expect the portfolio to generate. We
expect that these asset classes will produce returns in
line with the target 7-8% per annum.

Overall, we are very pleased with the first year of our
Tailored Portfolios performance. Looking ahead, we
believe the benefits of our Tailored Portfolio service
will allow us to:

*  Proactively manage the portfolios so that they
remain aligned to our best thinking.

* Implement changes swiftly and efficiently,
removing an administrative burden for our clients,
and allowing us to quickly respond to market
shifts.

* Access a deeper pool of research and insights
thanks to the inclusion of Lonsec’s Investment
Specialists and the monthly meetings of the
investment committee.

If you would like to discuss our investment portfolios,
please do not hesitate to contact our team of advisers.

Jonathan Philpot is a director of HLB Mann Judd Wealth Management
(NSW) Pty Ltd (AFSL 526052). This content contains general advice
which does not consider your particular circumstances. You should
seek advice from HLB Mann Judd Wealth Management (NSW)

who can consider if the strategies and products are right for you.
Information based on historical performance is often not a reliable
indicator of future performance. You should not rely solely on
historical performance to make investment decisions
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AVOID LIFESTYLE CREEP & GET AHEAD THIS FINANCIAL YEAR

The new financial year often brings welcome news of
a promotion or salary increase but with the rise in the
cost of living it's very easy for this extra cashflow to be
whittled away by lifestyle creep.

Lifestyle creep is the gradual increase in spending as
income rises. While this subtle uptick in expenditure
may seem harmless, it can quietly erode wealth,
especially when compounded over time, and delay
achieving financial independence.

For generation X, those aged between 45 and 60,
lifestyle creep can be particularly damaging as this
group’s peak earning years tend to coincide with
high expenses, like children’s private schooling, home
upgrades and lifestyle inflation. Making it even more
important for this generation to get ahead with

their wealth planning and take advantage of surplus
cashflow.

Here are some tips to start off the financial year and
make the most of extra cashflow:

Set financial intentions.

Start with the end in mind and decide on what your
ideal financial position would look like by the end of
the 2026 financial year. How much extra will you repay
on your mortgage? Will you make extra contributions
to superannuation? How much extra would you like to
have invested?

Set a disciplined plan for the extra cashflow and
make it automated.

Repay non-deductible debt such as buy now pay later
accounts, credit cards or personal loans as a priority.
Next focus on extra mortgage repayments.

If the mortgage is under control and represents
less than 50% of the home value, consider building
superannuation or investment wealth.

Boost superannuation, with extra concessional
(deductible) contributions. This is a very effective
way to build long-term wealth, due to the significant
personal tax savings.

For instance, for person earning a salary of $140,000
an extra concessional (deductible) contribution of
$10,000 could lead to a personal tax saving of $3,550
which is a return of 36%.

Extra contributions can be made via salary sacrifice
or a personal contribution to super. Bear in mind that
access to super is restricted until at least age 60, so
this cash would be locked away. High income earners
should also consider if Division 293 tax may apply.

Build an investment portfolio, through regular and
automated monthly investments. If access to the
money is needed within 3 years, consider secure
investments like a high interest savings account. Those
with a longer investment time frame of 5 years or
more could consider investing in growth style assets
like shares and managed funds. Having a longer
timeframe, allows the portfolio to ride out any market
volatility. Exchange traded funds (ETF’s) or managed
funds can be a good option to gradually build
investment wealth in a diversified way.

Building an investment portfolio can also be a great
strategy once the home mortgage is repaid. Repaying
the home mortgage is a milestone on the wealth
building journey and often leads to concern over what
to do with the extra cashflow each month. Instead of
upgrading the home or purchasing another lifestyle
property such as a holiday home, consider a regular
investment into more liquid assets like shares or
managed funds.

Making regular deposits is an effective way to build
wealth over-time. For example, an investment of
$5,000 per month could grow to $776,411 after 10
years assuming a return of 5% pa.

Before starting an investment, seek advice on the
most effective ownership structure.

Don't let your wealth be whittled away as your
income increases. Set a plan and take a disciplined
approach to increased cash flow by focusing on
debt repayment, building super or more accessible
investment wealth. It is surprising how quickly a
regular and automated approach can speed up the
journey to financial independence.

Lindzi Caputo is an adviser of HLB Mann Judd Wealth Management
(NSW) Pty Ltd (AFSL 526052). This content contains general advice
which does not consider your particular circumstances. You should
seek aadvice from HLB Mann Judd Wealth Management (NSW)

who can consider if the strategies and products are right for you.
Information based on historical performance is often not a reliable
indicator of future performance. You should not rely solely on
historical performance to make investment decisions.
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THE INCREASING IMPORTANCE OF ESTATE PLANNING FOR BLENDED FAMILIES

Estate planning is no longer a “set and forget” task —
especially with nearly one in three Australian families

now considered blended. Without a clear and up-to-

date plan, there’s a real risk that biological children or
loved ones could be unintentionally left out.

A common issue arises when everything is left to a
spouse. While this may feel like the right thing to do,
the surviving spouse can legally change their Will later,
potentially excluding the children of the deceased.
One solution is a Mutual Will Agreement, which
ensures both parties are bound to the same terms,
even after one passes away.

A testamentary trust allows you to direct your assets
into a trust established by your Will, with your chosen
beneficiaries in mind. This structure can make it easier
for beneficiaries to receive their inheritance and can
reduce the risk of disputes, especially in blended
families. You can also nominate an independent
trustee to manage the distribution of assets. This helps
ensure decisions are made fairly and in line with your
wishes, providing an added layer of protection for
both the estate and its beneficiaries.

Asset ownership matters more than many realise.
Jointly held assets automatically pass to the surviving
owner, bypassing the Will — which can leave children
from previous relationships with nothing. Holding
assets as tenants in common allows your share to pass
via your estate. Where the family home is involved,
you may consider a life interest, which lets your
partner remain in the home, before it passes to your
children at a specified time or upon the death of your
partner.

These scenarios are increasingly common as family
structures evolve. Public headlines involving high-
profile divorces and remarriages only reinforce just
how quickly family dynamics can shift. Your estate
plan needs to be just as dynamic.

Binding Financial Agreements (such as prenups or
postnups) are another tool to consider. These help
define how assets are managed and divided in the
event of separation or death, and can reduce the risk
of conflict later.

Tax is another important factor. Superannuation death
benefits paid to a spouse are tax-free, but if paid to
adult children, they can attract tax of up to 17%. In
many cases, it may be more tax-efficient to direct
super to a spouse and use other estate assets for
children.

For those inheriting later in life — typically in their
50s or 60s — we often recommend using those
funds to reduce debt or contribute to super. With the
superannuation transfer balance cap increasing to

$2 million, couples could potentially generate up to
$100,000 each p.a. in tax-free retirement income with
the right strategy.

When there’s no valid Will, state intestacy laws apply
— and the outcomes often don’t reflect the deceased’s
wishes. Stepchildren are usually excluded, and distant
relatives may benefit instead.

To avoid these issues, regular reviews and clear
communication are essential to give your family the
clarity and protection they need when the time comes.
A well-structured Will, reviewed every few years or
after major life changes, is a simple but powerful way
to ensure our estate plans stay relevant — and allow us
to reflect on what matters most.

Prue Cheeseman-Goodes is an adviser of HLB Mann Judd Wealth
Management (NSW) Pty Ltd (AFSL 526052). This content

contains general advice which does not consider your particular
circumstances. You should seek advice from HLB Mann Judd Wealth
Management (NSW) who can consider if the strategies and products
are right for you. Information based on historical performance is
often not a reliable indicator of future performance. You should not
rely solely on historical performance to make investment decisions.

PERSONAL WEALTH ADVISER MANAGING YOUR PERSONAL FINANCES



MELINDA MEASDAY
Director, SMSF & Aged Care Specialist

PERSONAL WEALTH
MANAGEMENT

CHANGES TO RESIDENTIAL AGED CARE FEES: WHAT YOU NEED TO KNOW

Navigating the financial landscape of residential aged
care is often one of the most challenging aspects for
individuals and families making care decisions. It's
not just about choosing the right facility, it's about
understanding the costs, the options, and the long-
term implications.

Now, with the passing of the Aged Care Act 2024,
significant changes are on the horizon. Set to take
effect from 1 November 2025, this legislation marks a
major shift in how aged care is funded and delivered in
Australia. It follows the recommendations of the Royal
Commission into Aged Care Quality and Safety and
aims to improve transparency, accountability, and the
overall quality of care.

Importantly, these reforms also seek to address the
financial sustainability of the sector. With nearly half of
all residential aged care providers currently operating
at a loss, the new framework introduces revised fee
structures designed to ensure long-term viability while
maintaining fairness for residents.

What’s changing?

Here’s a breakdown of the key updates to residential
aged care fees:

1. Refundable accommodation deposit (RAD)

Providers will now retain 2% of the RAD per year,
capped at 10% over five years. This means families
may receive a slightly reduced refund when a resident
leaves care.

For those opting to pay via the Daily Accommodation
Payment (DAP), the amount will be indexed twice a
year in line with the Consumer Price Index (CPI).

These changes apply only to residents entering care
after 1 November 2025. Existing DAP rates will remain
fixed for current residents.

2. Non-Clinical Care Contribution (Replacing Means-
Tested Fees)

This new contribution covers services such as social
support, lifestyle activities, and administration—
elements that enhance quality of life but are not
clinical in nature.

It is means-tested, calculated based on income and
assets.

The fee is capped at $101.61 per day, with a lifetime
limit of $130,000, offering greater predictability for
families planning long-term care.

3. Hotelling Supplement Contribution

A newly introduced fee to cover daily living expenses
such as meals, cleaning, and laundry.

Also means-tested, with a daily cap of $12.55, ensuring
that those with greater financial capacity contribute
more.

4. Basic daily fee

This fee remains unchanged and continues to apply to
all residents.

It is adjusted twice a year and is currently set at
$63.82 per day, equivalent to 85% of the single age
pension.

5. Higher everyday living fee (Additional Services
Fee)

This is an optional fee for enhanced services
offered by some providers, such as premium meals,
entertainment, or upgraded accommodation.

It is not government subsidised and is set by the
provider.

This fee does not apply to respite care, making
it relevant only for long-term residents seeking
additional comforts.

What does this mean for you?

These changes are designed to create a more
sustainable and transparent aged care system, where
residents and families have a clearer understanding
of what they’re paying for and why. While the new
fee structures may seem complex at first glance, they
offer greater consistency and fairness across the
sector.

For families, this means better visibility into costs
and more confidence in planning for aged care. For
providers, it offers a pathway to financial stability
while continuing to deliver high-quality services.

At HLB, we're here to help you navigate these
changes. Whether you're planning for a loved one’s
care or advising clients on aged care options, our
team can provide tailored guidance to ensure you
understand the implications and make informed
decisions.

HLB.COM.AU
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THE $3M SUPER TAX QUESTION IS WHAT - IF ANYTHING - DO YOU NEED TO DO

The prospect of a new tax on superannuation balances
above $3 million has generated a lot of discussion over
the past few months.

While the tax is yet to be legislated, it seems to be a
priority for the new parliament.

Leaving aside questions of whether it is acceptable

to tax unrealised gains, whether the tax should be
indexed, or whether it is fair for people who have
accumulated large sums in their superannuation to be
taxed more, the simple question is - what, if anything,
should people who are in the fortunate position of
having more than $3 million in superannuation savings
do to prepare for the proposed new tax?

Well, that depends.

First, it’s important to understand how the proposed
tax affects member accounts.

When discussing this with clients, | find it easier to
look at it as an extra tax rate that applies to the fund’s
earnings, rather than the concept of a 15 per cent tax
on the earnings on the bit over $3 million.

There are three elements to the calculation of the

proposed tax: the rate of tax, the proportion of the
member’s balance over $3 million at the end of the
financial year, and the fund’s earnings for that year.

Looking at the first two factors, the rate of tax

is straight-forward, i.e. 15 per cent. However, the
proportion of the fund’s balance will vary for each
person.

Someone with $4 million in superannuation at the
end of the year has 25 per cent of their balance over
$3 million. Therefore, the effective tax rate becomes
15 per cent x 25 per cent which equals 3.75 per cent,
not a flat 15 per cent. This rate is then applied to the
third element, the earnings for the year, which is the
movement in fund balance, plus money taken out,
minus contributions (net of tax) put in.

Given that a fund normally pays no tax on pension
account earnings, 15 per cent tax on accumulation
account earnings and only 10 per cent tax on capital
gains (after one year of ownership), the extra tax of
3.75 per cent does not look too dramatic.

However, someone with $10 million in superannuation
has quite a different situation. The proportion over
$3 million is 70 per cent, therefore the extra tax rate
on earnings would be at a rate of 15 per cent x 70 per
cent which equals a rate of 10.5 per cent.

So for those with only a small proportion of their
superannuation over $3 million, it may not be worth
making wholesale changes to their approach.

But for those with significantly more, it could be useful
to look at different options.

Of course, it will depend on whether they meet one
of the conditions of release for their superannuation.
Otherwise, they will be hampered from rearranging
their affairs.

But for those who can access their super, and for
those building their investment wealth, the extra tax
may cause a rethink of the structure through which
investments are held.

For example, for those with low personal taxable
income, it may make sense to take money out of super
and invest it personally, or jointly with a spouse.

Keep in mind that this may require them to lodge a tax
return from then on, whereas they may not have been
required to before. It also requires maintenance of
another investment portfolio.

Alternatively, for particularly large amounts, it may
be best to establish a personal investment company.
These companies pay tax at 30 per cent but only

on realised capital gains. Unrealised gains may be
accumulated for years, deferring any tax on these.
Profits in general can be accumulated, or paid out as
dividends.

“While the tax applies to unrealised gains, there is no
refund payable on unrealised losses. But losses can be
offset against future gains.”

Family trusts can play a role but these also seem
subject to regulatory risk with the rules getting tighter.
Trusts are also required to distribute their profits each
year which can be contradictory to building wealth.

PERSONAL WEALTH ADVISER MANAGING YOUR PERSONAL FINANCES



Another factor in considering the best structure for
retirement savings is the superannuation “death tax”
of up to 15 per cent. If a member is elderly and has no
spouse or dependant to leave their super to, taking a
tax-free lump sum payout and reinvesting elsewhere
may be a good option.

Returning to the proposed new super tax, there are a
few other points to keep in mind.

The tax is levied on the individual, not the fund. This is
presumably because the tax applies across all super
accounts that a member may have and it would be
difficult to apply the tax to each account.

People can either request a withdrawal from the fund
to pay the tax, orpay personally.

The tax is due to start from July 1, 2025 and the first
date for calculating the member balance is June 30,
2026. So any super withdrawals to reduce balance
would need to be done by June 30, 2026. At this
stage, it is uncertain how defined benefit funds are
impacted.

While the tax applies to unrealised gains, there is no
refund payable on unrealised losses. However, losses
can be offset against future gains.

Anyone with illiquid assets in their super fund, such
as property investments or investments in start-up
companies that take time to mature, may be liable for
the tax but not have the cash to pay it.

This will require some planning in advance to manage
cash flow. In addition, getting timely valuations of
assets will be important to calculate the “unrealised”
part of the gain.

However, getting realistic valuations for some assets
may be difficult so, again, planning will be important.

Michael Hutton is a director of HLB Mann Judd Wealth Management
(NSW) Pty Ltd (AFSL 526052). This content contains general advice
which does not consider your particular circumstances. You should
seek advice from HLB Mann Judd Wealth Management (NSW)

who can consider if the strategies and products are right for you.
Information based on historical performance is often not a reliable
indicator of future performance. You should not rely solely on
historical performance to make investment decisions

Michael Hutton has a bimonthly opinion piece in the Australian
Financial Review. This article first appeared as part of this series on
4 July 2025.
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NAVIGATING THE COMPLEXITIES OF EMPLOYEE SHARE SCHEMES (ESS)

We are seeing an increase in the popularity of ESS for
both listed and private employers. Broadly under an
ESS an employee is provided shares or options in the
employer at a discount to market value.

These schemes can be a ‘win-win’ as employees can
share in the growth and success of the employer, and
the employer enjoys the benefit of increased retention
and motivation.

The potential benefits of ESS are clear however we
find the tax consequences are less well known. In

our experience employees can be surprised that they
need to pay tax on their ESS, especially when it can be
payable without selling the shares and having the cash
available.

Non-tax considerations

There are some commercial considerations that should
not be forgotten about:

e An ESS should be considered an investment,
especially once any restrictions to sell are lifted or
any cash is paid.

* Understanding how and the timing of extracting
the value of the ESS is important. For example, a
privately held company can be harder to sell the
shares than a listed employer.

e There are often restrictions of timing and other
criteria that apply to the disposal of the ESS

e ESS can often involve structures that employees
don’t often deal with or understand, such as
options and loan arrangements.

*  Foreign shares may have foreign laws, for example
US shares may be subject to US inheritance tax
even if the individual has no other connection to
the US.

Tax treatment

The tax treatment of these schemes depends on how
they are structured, which is not usually something the
employee has control over and the employer will be
reluctant to advise the employee.

Up-front Taxation

*  Up-front taxation is the ‘default’ tax position.
Employees are taxed ‘up-front’ as assessable
income on the discount, ie when the ESS is
granted.

¢ The ESS is then treated under the capital gain
regime.

Tax-Deferred

+ Tax-deferred schemes allow the taxation of the
discount to be deferred to the ‘taxing point’,
usually once disposal restrictions are lifted.

* There are criteria that the ESS must meet to be
eligible for this concession.

 ESSis usually subject to certain vesting conditions
such as performance targets.

* The ESS is treated under the capital gain after the
deferred taxing point.

Start-up Concession

¢ The discount is not included in assessable income
of the employee.

* The ESS is treated under the capital gain regime
from grant date.

« Additional requirements apply to qualify such
as start-up requirements and limited discounts
available

Case Study

Sarah is granted 1,000 shares for no cost. The market
value of each share is $20.

Upfront Taxation

The $20,000 discount is assessable income and must
be reported in that financial year even if the shares
haven’t been sold.

If the shares, go up in the future a capital gain on sale
may be discounted by 50%.

If the share value goes down there is no refund of the
tax paid, only a capital loss.

Tax Deferred

The shares had a 3-year vesting period which
restricted sale. The deferred taxing pointis in 3-years
time. There is no assessable income in the year of
grant.

If in 3 years’ time the market value is now $25 the
$25,000 discount is assessable income of Sarah, again
even if the shares are not sold. Capital gains or losses
then apply from this cost base.

Start-up Concessions

If the 1,000 shares were under a start-up concession
scheme. There is no tax paid on the discount received
on the shares. Any gain on the shares is a capital gain
and may be discounted by 50%.

Assuming the shares and a value of $0 under the
alternative valuation method available for start-ups
and was sold 3 years later for $25,000 the assessable
income would be $12,500.

PERSONAL WEALTH ADVISER MANAGING YOUR PERSONAL FINANCES
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