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11 February 2014 

 

Dear Amit & Surbhi, 

It was a pleasure to meet you and I look forward to being of service for many years to come. 

Please contact us immediately if any part of our advice is unclear or incomplete. There is no problem 

with another meeting. 

PART ONE WHAT THIS STATEMENT OF ADVICE IS ABOUT 

This statement of advice sets out our initial thoughts on what you should be doing, and why. It 

confirms the advice provided at our meeting and contains the information you need to decide 

whether to rely on our advice. This is a limited purpose SOA and only covers personal risk 

insurances. It does not discuss any other matter.   

You can read more about our general approach to financial planning for doctors here: 

The Doctors' Guide to Financial Planning 

Financial services guide 

The McMasters’ financial services guide was provided to you on-line as part of the fact finder 

process and a further copy can be accessed here: McMasters' FSG document.  

To avoid any doubt we confirm there is no fee for preparing this advice.  

http://www.mcmasters.com.au/files/docs/2013/guide/doctorsguidetofinancialplanning2013-version1.pdf
http://www.mcmasters.com.au/fact_finder


3 
 

PART TWO  OUR ADVICE 

A Superannuation 

You have indicated that you want to set up a self managed super fund (SMSF). Combined, you have 

about $200,000 in super. We agree with your intention to set up your own SMSF and adopt a simple 

and low cost investment strategy based on interest bearing deposits and property investments. 

SMSFs generally earn better investment returns than managed super funds, and mean you have 

more control over your investments and can integrate your superannuation investments with your 

non-super investments, and ensure they follow a common theme and philosophy. We believe this 

should be a mix of interest bearing deposits: some banks are paying as much as 5.5% per annum, 

and residential property. This mix of investments is not available in the managed super area: it can 

only be achieved with a SMSF. 

There are limited risks associated with managing your own SMSF such as poor investment decisions 

by yourself and the potential costs of rollover.  

You can read our guide to self-managed superannuation funds, which is also a product disclosure 

statement, here: The Doctors' Guide to SMSFS.  

You mentioned that the main purpose to set up the SMSF is to enable you to buy real estate. Given 

that this is the case, we recommend that you familiarise yourself with borrowing within an SMSF by 

reading Chapter 5.2 of The Doctors' Guide to SMSFS.  

After the roll over, you should have close to $200,000 in your SMSF. The contributions each year can 

be as much as $50,000 depending on how much you and Surbhi are able to salary sacrifice. 

As with any property investment, there are many considerations that need to taken into account in 

deciding the right property to buy is. These include, but are not limited to, the type of property, cost, 

location, upkeep costs, demographics, predicted growth and rentability, rental yield, serviceability of 

the loan etc. 

As a rule of thumb, banks will lend up to 70% the value of the property. Given your fund will hold 

about $200,000 in cash, the property price limit will be approximately $650,000 however we 

recommend purchasing a property for no more than $450,000. Doing so will give you a bit of a cash 

buffer. Depending on the location of your purchase this amount can buy you anything from a small 

inner city unit to a house on a relatively big block in an outer suburb. Both types of properties have 

their own pros and cons. 

The first thing to remember is that a property is the same as any other investment, in that it should 

be a largely un-emotional decision. The purchase of the property should be based on its investment 

potential. It should be viewed as a long term investment.  

With this in mind it is best to start looking for investment properties in areas that have displayed 

good capital growth. This would generally be the inner-city suburbs of Australian capital cities. 

Please note that we are able to advise on specific properties through our associated business Buying 

Bayside including handling negotiations with owners. 

http://www.mcmasters.com.au/files/docs/dollarnotes/2010-2011/dollarnotesoctober2010guidetosmsfs.pdf
http://www.mcmasters.com.au/files/docs/dollarnotes/2010-2011/dollarnotesoctober2010guidetosmsfs.pdf
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If considering purchasing a unit or apartment, we recommend that you purchase within a set of units 

no larger than 14 or so in total. This is because capital gains are largely attributable to land value (as 

opposed to buildings, which depreciate over time) and in smaller blocks where you have a larger 

share of the land value. Also small block units are usually have a “point of differentiation” in that 

they are different from all the large tower “generic” developments that are popping up in these 

areas of late. Other things to look out for in apartments/units that add to investment value are: 

private gardens and balconies, own laundry facilities, a car space, storage space, and pleasant views. 

Below is a cashflow analysis of a typical unit in an inner city suburb. 

 

The property will initially be negatively geared. However, our calculation predict that it should yield 

a positive cashflow within 7 to 8 years. We have assumed that you invest all your contributions into 

the loan ($50,000 pa less tax and insurance costs to give about $40,000). Once we take into 

consideration the benefit of this deduction and the rent received, this model property costs only 
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$5,863 to hold the property in the first year. Or to put it another way, it will cost only 1.3% of the 

purchase price to hold. This figure improves each year. In addition to the low holding costs, it would 

be expected that the property value would grow each year. Given that historically Australian 

residential property has grown at an average of over 6% p.a. we think that this is a good bet to 

make. We have made an assumption of a 3% rental yield with 2% rental growth. Both of thses are 

conservative figures. 

Finding a suitable property 

Your job and life commitments may prevent you having the available time and resources required to 

research and then attend and compare suitable properties. Investing in property is a big decision. 

The funds at stake are high. Therefore the ultimate decision should be well considered. If you are 

not in a suitable position a search for the ideal property, we recommend that you use a buyers 

advocate. 

Buying Bayside is an associated business of McMasters. It is a real estate agency which acts as a 

buyers advocate for our clients. It does not pay McMasters any referral fees or commissions. Its 

primary goal is to help McMasters clients source, negotiate and eventually purchase investment 

grade properties. 

Berivan Yilmaz is the director of the business and a real estate agent. She is ably assisted by Ethan 

and Georgie. Engaging a team allows you to remain unemotional about the purchase. This saves you 

time, money and, in the long run, should yield a much better outcome. 

B Insurance 

When rolling over your superannuation, you will lose the insurances that are currently in place with 

your super funds. 

You have risk insurances in place but you are not sure they represent good value. The advice and 

recommendations contained here are based on the following information which is relevant to 

providing advice limited to risk insurance.  If this summary is not accurate, please let me know 

immediately as it might have a significant impact on the recommendations I have made to you. 

Description Owner Sum Insured Premium Insurer 

Income Protection Amit $10,000 pm $1,500 approx Asteron 

Life Amit Super $850,000 $440.47 Hesta 

TPD Amit Super $765,000 $396.42 Hesta 

Life Surbhi Super $340,000 $176.19 Hesta 

TPD Surbhi Super $340,000 $215.34 Hesta 

 
Amit’s Income protection insurance is valid til age 65 and is on a 90 day waiting period. 

We have based our advice on this information. 
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Since the rollover will remove the life and TPD insurance that you have in place in HESTA, we 

recommend you arrange for the following insurances to be put in place: 

Description Owner Sum Insured Premium (pa) Insurer (PDS) 

Income Protection Amit $10,000 pm $1,076 AIA 

Life + TPD Super - Amit $1,500,000 $1,259 AIA 

Life + TPD Super - Surbhi $700,000 $711 AIA 

 
Quotes for the income protection insurance and life and TPD insurances are enclosed with this SOA 

for your perusal. 

Income Protection Insurance 

The single biggest risk to your lifestyle and financial security is likely to be the inability to earn an 

income through injury or illness.  Income protection is an ongoing cover that will ensure you can 

meet your day to day expenses if you are unable to work for an extended period.  Income protection 

provides ongoing cover to replace a portion of your income while you are unable to work.  The 

recommended policy gives you protection whether at work at home or on holidays.  

We recommend a waiting period of 90 days. You will already have sufficient cash and other reserves 

to allow you to meet personal obligations for the first three months of any extended illness or injury 

before the new policy will commence paying benefits.  If you are on claim, you need to be able to 

meet your obligations given that the monthly benefit is 75% of your gross income.  

The maximum term that benefits will be paid is til you are 65 years old.  The AIA policy was 

recommended because few insurers provide a benefit beyond two years for people in your 

occupation category.  Thus if you were this severely incapacitated this policy would pay benefits for 

up to 26 years more than most available on the market. 

Your income protection premiums will be fully tax-deductible. The after tax cost of this insurance is 

$661. The pre tax cost of your annual premium will be $1,076. This includes the $72 Policy which is 

only payable in the first year. Otherwise the AIA insurance is about $500 per annum cheaper than 

the Asteron Insurance. As explained below, in addition to this discount, you will also be entitled to a 

rebate of the commission every year. Making the policy even more attractive. 

The recommended policy, AIA, has an excellent reputation; our past experience has been 

favourable; and premiums represent good value for money relative to comparable policies. For all 

intents and purposes we believe AIA’s policy is worded more appropriately and is therefore more 

suitable while still providing the same payout benefit. 

In summary, the advice comprises a reasonable solution to the financial risks you face having regard 

to your needs and your existing financial resources.  

Finally we suggest that you cancel your income protection which is held in your Asteron Income 

Protection insurance. It will be replaced by the AIA policy. As shown above, the AIA policy is a 

cheaper option than Westpac and we believe it to be a superior product. 

http://www.aia.com.au/en/resources/fb5722004147a96a98c3f99adec26f6c/AIA_PP13_v12_PDS_web3_au_0930.pdf
http://www.aia.com.au/en/resources/fb5722004147a96a98c3f99adec26f6c/AIA_PP13_v12_PDS_web3_au_0930.pdf
http://www.aia.com.au/en/resources/fb5722004147a96a98c3f99adec26f6c/AIA_PP13_v12_PDS_web3_au_0930.pdf


7 
 

Surbhi works intermittently and her salary is adjusted as such. Given that she is not the primary 

bread winner and that her estimated income for 2014 is less than $20,000, taking out an income 

protection insurance policy for her is unnecessary at this point in time. As she increases her 

workload, this recommendation can be revisited. 

Life & TPD Insurance 

You both have life insurances in your superannuation. Amit is $850,000 while Surbhi has $340,000. 

We do not believe this is an appropriate level of cover. We recommend you both increase your life 

insurances. Your current debt level is $340,000 (on your family home) with a potential additional 

$340,000 with the super fund property purchase. We recommend Amit’s life insurance to be 

increased to $1,500,000 and Surbhi’s be increased to $1,000,000. Amit’s is $500,000 more than 

Surbhi’s to enable all debts to be paid off and leave a greater amount to cover future living costs, 

schooling and lifestyle expenses etc. Surbhi’s does not have to be as high. In the event of her 

passing, all debts will be paid off with a lesser amount remaining for future expenses and schooling. 

Amit still has the capacity to earn around $150,000 per annum and should be well equipped to cover 

future schooling and lifestyle expenses. 

We also recommend that you increase Total and Permanent Disability (TPD) insurance and 

incorporate it into the Life cover. Obtaining TPD insurance allows for a payout should you meet with 

an accident and not be able to work or are unable to work due to sickness or injury. Life insurance 

will only be paid out in the event that you pass away. 

Both cases will provide a lump sum benefit to the surviving spouse.  

We recommend that the policy be held in your superfund. Life & TPD insurance policies are only 

deductible when held inside a superfund. As such, the policy will immediately become 15% cheaper. 

The total cost for each policy is $1,259 and $711 for Amit and Surbhi respectively. If held in the super 

fund, cost drops to $1,070 for Amit and $604 for Surbhi. Although this is more expensive than the 

HESTA Life insurance, the increase in fee is due to the increased Life and TPD amounts.  

The underinsurance problem 

The recommended sums insured are less than the amounts that would be recommended by many 

other financial planners, and some would say you are under-insured. You are aware of this, and have 

compromised on the sums insured due to competing claims on your budget.  

The recommended sums insured are sensible compromises and, in summary, we believe they are 

appropriate to you having regard to your overall financial profile. 

Let me know if you are concerned with your under-insurance position and wish to increase the sums 

insured. 

Product disclosure statements (PDSs) 

PDSs are created by the product maker to explain how their products work. Copies of PDSs for all 

recommended products accessed by clicking on this link: AIA PDS Paper copies are available on 

request. Please see enclosed quotes. 

http://www.aia.com.au/en/resources/fb5722004147a96a98c3f99adec26f6c/AIA_PP13_v12_PDS_web3_au_0930.pdf
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Commissions & the Commission Rebate Scheme 

As discussed during our meeting, McMasters’ does not accept commissions and instead rebates 

them back to clients subject to a small handling fee. The details of the McMasters’ Commission 

Rebate Scheme are set out here: Commission Rebate Scheme 

We will arrange for your insurance policies to be placed on the Commission Rebate Scheme and be 

rebated back to you as soon as possible. For the AIA products recommended above, the upfront 

commission payable is $3,092.15 and an 11% trail commission every year of the annual premium. 

For example if the premium is $2000 the annual commission will be $220. These commissions are 

rebates to you as per our commission rebate scheme less a $160 handling fee. 

These commissions are paid back to you less our administration fee. 

Reasons for our advice 

You have high income and moderate level of wealth. Realistically, at age 37, with potentially 30 or 

more years of working ahead of you, your income and wealth will continue to rise, at an increasing 

rate. This means you need more insurance than most couples your age. 

The reasons for our advice include: 

(i) a better premium: sum insured ratio, lowering the relative cost of your insurances; 

(ii) by placing your life insurance in a superannuation fund the after tax cost of the premium falls; 

(iii) by making your income protection insurance to a 90 day waiting period the premium falls 

(noting that you are not really concerned about no income for between 31 and 90 days); 

(iv) the sums insured are appropriate to your income level and wealth level, and are closer to the 

economic costs connected to the insured event occurring;  

(v) AIA has developed an excellent reputation for paying legitimate claims quickly and efficiently 

as this is their commitment to their customers; and 

(vi) AIA insurance provides good value for your money as opposed to other insurance policies and 

it is much simpler to have your insurances with the one provider. 

Why our advice is appropriate to you and in your best interest 

Our recommended sums insured are suited to your insurance needs. This is consistent with our 

needs analysis calculations, and a copy of these calculations is available on request. 

The 90 day waiting period on your income protection insurance makes sense, because you have 

significant funds set aside for emergency. Being off work for 90 days is not really a problem. Being 

off work forever, or at least a very long time, is the real risk.  

Placing your life insurance in a super fund makes sense. The premium is tax deductible as a 

contribution which lowers its net cost. Any benefits paid will be taxed at 15% in the fund’s hands. 

http://www.mcmasters.com.au/commission_rebate_scheme
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In summary, the advice comprises a reasonable solution to the financial risks you face having regard 

to your needs, your children’s needs and your existing financial resources. We considered a range of 

alternative financial products and, in summary, determined that AIA is best for you for the reasons 

outlined above. 

If for any reason you are concerned that this advice is not in your best interests or is not appropriate 

to your circumstances and financial objectives you should not act on this advice and you should 

inform me/us of your concerns in writing immediately. 

C Estate planning 

We are unsure if any are wills in place at the moment. It is important to arrange for your wills to be 

prepared. A simple will, will work perfectly fine given your simple circumstances. It is a document 

that leaves your estate to the beneficiaries of your choice. We recommend that in the event of one 

death, everything goes to the survivor (your spouse) and in the unlikely event of a double premature 

death then everything would go to a testamentary trust for your child. This trust will remain until the 

they are 40 years old. We advise this because the assets in the trust are protected against divorce 

and bankruptcy and are held purely for the benefit of the child.  

You should allow your siblings to be the guardian of your children. The trustees of the testamentary 

trust would be a nominated person and a second person that you feel will be suitable for the 

position of trustee of the trust. This is a quality control measure to ensure the assets in the fund are 

used appropriately for the children’s benefit. 

We also recommend that your assets be held in a trust rather than being given to the carer of your 

children because, in the event of the carer passing away, the assets will be split amongst the 

beneficiaries of their will. Given that this can be the case, your children may not be left with any of 

your assets. The trust acts as a safety net to ensure that your children will always be provided for. 

Mina Andrawis, a solicitor in our legal team, will be in touch to arrange for your will to be prepared. 

You can read more about wills here: The Financial Planner as an Estate Planner. This manual was 

originally prepared for financial planners, but works a general guide to the estate planning process. 

  

http://www.dover.com.au/files/docs/guides/thefinplannerasanestateplanner1.pdf
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PART THREE OTHER MATTERS 

Capacity in which advice is provided 

Dover Financial Advisers Pty Ltd (“Dover”) ABN 87 112 139 321 holds Australian Financial Services 

License (AFSL) 307248. Dover is located at 71 Tulip Street, Cheltenham, Victoria, 3192. Very Simple 

Financial Services Pty Ltd ABN 65 006 377 171 is an authorised representative of Dover.   

Terry McMaster is a Director of McMasters’ (VIC) Pty Ltd and also an individual authorised 

representative of Dover Financial Advisers Pty Ltd.  Terry is a beneficial owner of both of Dover and 

McMasters’. Terry is also a solicitor and a registered tax agent. 

The Corporations Act disclosure requirements: incorporation by reference 

The Corporations Act and “good practice principles” require us to disclose matters that may impact 

your decision to act on our advice and your understanding of our advice. Paragraph 163 of ASIC’s 

Regulatory Guide 175 (RG 175.163) allows us to incorporate these matters into this SOA by 

reference, in this case through this hyper text link: Additional disclosures forming part of this SOA. 

We recommend you read this content. A copy of this information was provided to you at our 

meeting as part of our FSG and an additional copy is available on request. 

Best interests duty and the appropriateness of our advice 

I believe this advice is in your best interests and appropriate to your circumstances because it is fit 

for its purpose and is likely to satisfy your relevant circumstances and financial objectives.  It is likely 

to put you in a better position, according to the standard of a reasonable advice provider. 

If for any reason you are concerned that this is not the case you should not act on this advice and 

you should inform me of your concerns in writing immediately. 

Our fees 

The fee for preparing this statement of advice is nil.  

We do not accept commissions on insurances and all work arranging your insurances will be charged 

on a time spent basis: we expect the fee to be less than $1,000 presuming there are no 

complications. We will let you know as soon as possible if any complications arise. 

Legal fees are charged on a time spent basis. A quote will be provided before any work commences. 

The SMSF will cost $1,800 plus GST to establish. 

The next step 

You should read this SOA carefully and contact us if anything is not clear or requires further 

explanation. There is no problem with another meeting: just let us know.  

If you are satisfied with our advice and decide to proceed please sign the client declaration and 

return it to us and we will implement our advice for you.  

http://www.dover.com.au/files/docs/Additional-SOA-Disclosures.doc
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Client declaration 

I have received a Financial Services Guide, all documents incorporated into this SOA by reference 
and copies of all PDSs referred to in this SOA. I have read this SOA and I understand its content and 
accept its recommendations.   
 
I authorise my Adviser to provide my details to the financial product providers. 
 
Signature  Date  

 Amit Vohra   

 
Signature  Date  

 Surbhi Vohra   

Adviser declaration 

I declare that this Statement of Advice is an accurate and complete record of my advice.   

I declare that I only provided advice on products for which I am authorised to advise on and that 

these products are appropriate to my client.  

Signature  Date 11/02/2014 

 TERRY MCMASTER   
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Appendix: information upon which this SOA is based 

This section has information about you that we used in preparing our advice. Please advise us if you 

think this information is wrong or incomplete.  

General Information     

Name Amit Vohra Surbhi Vohra 

Age 37 33 

Date of Birth 21/01/1977 29/12/1980 

Occupation CEO Recruitment Consultant 

Taxable 

Income 

$156,000 $65,000 pro rated 

Marital Status Married Married 

 

Assets and Liabilities  

Description Owner Asset Liability Net Value 

Superannuation Amit $157,000  $157,000 

Superannuation  Surbhi $39,000  $39,000 

Cash Joint $60,000  $60,000 

Credit Card Joint  $4,000 -$4,000 

Home Joint $550,000 $320,000 $230,000 

TOTAL  $806,000 $324,000 $482,000 

 

Insurance   

Description Owner Sum Insured Premium Insurer 

Income Protection Amit  $10,000 pm $1,500 approx Asteron 

Life Amit Super $850,000 $440.47 Hesta 

TPD Amit Super $765,000 $396.42 Hesta 

Life Surbhi Super $340,000 $176.19 Hesta 

TPD Surbhi Super $340,000 $215.34 Hesta 

Dependents  

1 Child 

 


