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Managing an inherited wealth transfer
from a spouse
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What you need to know about overcoming the challenges of transferring wealth.
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BBC StoryWorks, GNL's commercial content team, on behalf of Perpetual.

It's hard enough going through the grieving process when you lose a partner or spouse, but
when you also have the sudden responsibility of inheriting significant wealth it can be
completely overwhelming.

This is exacerbated even further when you're not quite up to speed on the complex financial
matters involved.

Women are proportionately more affected

“I've found that it's really common within a couple, that one person tends to make more of the
financial decisions and assume responsibility for understanding the financial position,” says
Carolyn O'Reilly, Partner at Perpetual Private.

“What this means is one party will have a lesser understanding of their financial situation.
Difficulty may arise when this individual is faced with making significant financial decisions
upon the death of their spouse.
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“They often don't understand the complexity of their financial arrangements and have not
developed a trusted relationship with their financial adviser.”
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While it's a generalisation, it can be the case that it's the male in the partnership who has been
largely responsible for financial matters, while the female — who is often the surviving spouse -
has not.

“Proportionately the female is the survivor and therefore they are the one confronted with these
financial choices,” says O'Reilly.

Perpetual’s 2023 research study of 3000 Australians* found more men feel confident about
managing their finances and achieving their financial goals than women. 55% of men are
confident about achieving their financial goals compared to only 44% of women. Men are far
more likely to declare themselves the main financial decision maker in the household (64%)
than women (53%). Unequal involvement in decision making can lead to loss of confidence and
a tendency to limit involvement in financial decision making.

Building or attaining the same degree of financial literacy levels during a period of grief can
prove to be difficult, but it must be done to preserve the wealth inherited and secure the
surviving spouse’s future.

What are the typical challenges older spouses face when inheriting significant wealth?

"When wealth is transferred upon the passing of a partner, it can introduce a myriad of intricate
financial considerations that need to be carefully navigated" says O'Reilly.

For many beneficiaries, the inheritance will come with tax implications. For older beneficiaries,
there could be a potential impact on means testing for retirement income. There will also be
restrictions on how a superannuation death benefit can be managed.

Tax implications are one of the major considerations and will start with considering the
residency status of the deceased individual and the beneficiaries, the capital gains position of
estate and non-estate assets, the most appropriate structuring of superannuation death
benefits and whether the estate is income-producing, explains O'Reilly.

"The complexities surrounding social security programs like the Age Pension and
Commonwealth Seniors Health Card must be taken into account, as they involve means testing
based on both asset and income thresholds." says O'Reilly. “Receiving an inheritance can
impact the surviving spouse’s ability to continue accessing these benefits.”

As mentioned, superannuation is another major consideration in the wealth transfer process
from a partner, with the first step being to understand the nature of the interest — whether itis a
self-managed super fund or a retail fund — and whether there is a beneficiary nomination in
place that will determine who will receive the funds.

"Evaluating any existing income streams and determining if it's prudent for assets to remain in
the superannuation environment will be a critical consideration." says O'Reilly.
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For many retired couples, it is difficult to combine the deceased spouse’s superannuation
balance with the surviving spouse’s as they won't be able to retain all the assets in super - some
will have to leave the superannuation environment due to the transfer balance cap, says O'Reilly.
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“The question then is what do they do with their investments - in what structure and how
should it be invested?”

There are certain time limits that need to be adhered to when it comes to financial decision
making after the death of a spouse or partner, although the probate process is likely to take
some time.

Having an up-to-date will, estate plans and other key documents can minimise some of the
issues a surviving spouse faces upon their death. For example, where there are entities such as
trusts and companies controlled by one person, understanding how the nature of any control
will pass to others is key.

A concern that some may have, is the ability for previous spouses to make a claim upon their
estate, at some future point in time.

“If superannuation is payable to a nominated beneficiary it generally can be difficult to be
challenged, but if there are assets within the estate of the deceased spouse, in certain
circumstances previous spouses may have standing to challenge,” says O'Reilly.

“This includes where it was deemed inadequate provision was made for them during their life or
if they were financially reliant upon the deceased upon the time of death.”
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Issues with previous spouses can also arise if financial structures haven't been revisited in a
long time and perhaps the previous spouse is still a shareholder in a company or trust, says
O'Reilly.

What should older inheritors do to build financial literacy?

Trying to build financial literacy during a period of loss for a surviving partner can be very
difficult while they are also grieving, so it's often optimal for both spouses to be involved in a
couple’s financial affairs from the outset.

This ranges from the consideration of having joint bank accounts to ensure funds aren’t frozen
upon the death of a spouse, to setting up and running financial structures and being part of
financial decision-making and estate planning together as a team.

Not only does this make the process of wealth transfer less challenging when a partner passes
away, but it gives both parties confidence, and prevents the grieving spouse from having any
financial surprises upon the death of their loved one, says O'Reilly. It also helps them to
understand the wishes of their loved one and how their estate is to be dealt with.
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Whether there is an existing relationship or not, an adviser will be there to help older spouse
inheritors to navigate what can be a complex path, so they won't be alone.

But there is no one-size fits all approach, says O'Reilly.

“The advice is different for everyone depending on their situation,” she says. “The first step is to
gauge the level of the inheritor spouse’s understanding of the financial circumstances and then
guide them in the right direction.
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“It's about identifying what their immediate needs are but also making them aware of what
needs to be done and prioritising on a short-term and long-term basis, with future planning also
required.”

*Source: Lembit, G., (2023) 'What do you care about: The Life Project, Perpetual Client Insights September 2023.

Take your first step - contact us 1800 631 381

If you're looking for an expert view on where to invest in 2025 and beyond, our experienced
financial advisers and investment specialists would love to help you. Contact your Perpetual
Private adviser, submit the form below or call us on 1800 631 381.

Submit the form

Perpetual Private advice and services are provided by Perpetual Trustee Company Limited (PTCo), ABN 42
000 001 007, AFSL 236643. This publication has been prepared by PTCo and contains information
contributed by third parties. It contains general information only and is not intended to provide you with
advice or take into account your objectives, financial situation or needs. You should consider with a financial
adviser, whether the information is suitable for your circumstances. The information is believed to be accurate
at the time of compilation and is provided by PTCo in good faith. To the extent permitted by law, no liability is
accepted for any loss or damage as a result of any reliance on this information. PTCo does not guarantee the
performance of any fund or the return of an investor’s capital. Past performance is not indicative of future
performance. Published in August 2024.
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