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Retirement: A New Leash on Life?

The Challenge

At 58, Gerard has just retired from life as a CFO after working for the same
communications company for 30 years. At the top of his to-do list is a five-month
safari along the red dirt roads of south and central Australia with his wife and a
shiny new 4WD. With three children at work or university, their life is their own
again.

The outback, Gerard laughs, is a bit like retirement: “There’s plenty of space on
the road ahead and it’s easy to get lost out there.”

“A lot of my friends, both male and female, are terrified about leaving their
corporations. They’re going from 32,000 feet to 3000 feet in one day. How do you
prepare for that? And what are the smart options after it?”

“l had a very clear view about the things | needed to manage before | retired,
things like understanding my domestic expenditure, planning my super . . . | can
visualise my life to this point, and the next four to five years, but the really big
challenge for me will be around 65 . . . | have absolutely no idea what my life will
look like.”

Gerard began planning his retirement three years ago. He assessed the merits
of three financial planners, met two stock brokers, talked to the in-house guru
and hit the DIY business section of his local bookstore with determination.

“My motivation was simple: | worked for 30 years, 80 hours a week for the last 15,
and | was going to live to 85! | never wanted poor planning to restrain us from
doing the things we wanted to do.”

Financial controllers, he says, tend to know “a little about a lot” in finance, but
not enough to make the kinds of detailed decisions that secure a future until
kingdom come.

“l think | know what’s going on around the place but it drove me absolutely nuts
trying to learn about the superannuation guidelines . . . It was so complex; it raised
so many doubts and so many questions . . . Some of the decisions | had to take
were plus or minus $300,000 in their impact.”

“Having enough money to retire on was never the issue and restructuring my

finances was fine with the right advice. | wanted someone who was interested in
my situation; it’s about more than just asset allocation.”
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He can however, imagine “a gap emerging” in his life after several years of
travelling and enjoying various hobbies and extended ski trips.

“I’'ve seen plenty go that way and that lifestyle can become a fairly empty
existence . . . how you cope with that becomes a defining moment that depends on
the quality of the individual.”

Training Wheels: Your Road to Retirement

The Australian Institute of Family Studies (AIFS) 1998 research paper Families in
Later Life: Dimensions of Retirement, shows that some of the best predictors for
an easy retirement include not only the ability to cope financially, but to be
satisfied “with life as a whole”. It recommends taking a “life planning” approach to
retirement that incorporates:

» Personal health
» Social connectedness
> Intellectual and spiritual growth
» Financial planning
» Long-term care arrangements
In retirement, it’s all up to you.

From the age of 45 onward, it’s time to start mapping the road to retirement.
Unlike previous generations, today’s retirees are breaking new ground. They are
generally retiring earlier, their life expectancy is longer, their health and wealth
are far greater and their expectations for this period are more likely to be of an
active, self-sufficient lifestyle.

In reality, achieving that vision depends on more factors than any of us can hope to
control. Unexpected events such as ill-health, divorce and redundancy can zap the
best laid plans in a flash.

We plan for weddings, children, schooling, holidays, renovations and many other
big events but when it comes to this significant stretch in life, many people make
the mistake of focussing only on the bottom line.

Do | have enough money to maintain my lifestyle? How can | minimise tax on my
lump sum? Does my investor profile need to become more aggressive, or more
conservative?

Getting the financials in order certainly alleviates unnecessary stress, but that is

only one half of this equation. Retirement planning needs to reflect every aspect of
a person’s needs if they are to make a satisfying transition from the working world.
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Before arriving at this threshold, we need to consider some very important
questions:

» How will | fill my time once the structure of the workplace is gone?

» What happens when there is no board, bonus scheme or growing family to
measure my progress, success and desire to improve?

> What do | want out of life?

Snapping the Corporate Leash

Australia is experiencing a marked trend toward early and phased retirement,
which means that we’ve got a lot more living to do. According to the Australian
Bureau of Statistics, our labour force participation declines sharply at about the
age of 55, giving us one of the lowest mature-age participation rates in the OECD.

The ideal time to retire depends on how prepared a person is - mentally, socially,
financially - to establish a new life outside work. A phased approach buys some
people the time they need to explore new paths and wean themselves from the
familiarity of the working world. It’s about getting comfortable before you snap
the corporate leash.

Stewart, for example, is a 56 year-old corporate finance manager who admits to
stalling his retirement. He regrets allowing his circle of friends to dwindle over the
years.

“l suppose | got too busy being important and earning money . . . | haven’t
developed any interests really. It’s a bit of problem . . . | think from next year I’ll
start working four days a week and reduce it over time . . . but you have to know

when to go. | don’t want to become the dribbler in the corner at 65.”

Don, meanwhile, is 54 year-old CFO with a retail company who is about to opt for a
redundancy package. Like Stewart, he is not ready to leave the workplace, but the
package (invested wisely) will make the difference between “managing well” and
“living extremely well” in retirement.

“I've seen a lot of people, particularly those from large corporations, get
themselves well organised with one or two non-executive directorships to keep
them stimulated and on top of things once they’ve retired,” he says. “l plan to do
the same.”

The key here is balance. Some people find themselves busier than before with
voluntary duties as there is always a need for high level expertise on boards.

The answers to these questions will help you determine how ready you are:
» Can | afford to retire at my target age?

» Do | want to retire completely or partially?
» Where might | find part-time work, if not with my current company?

Morrows Financial Services

e 3



Retirement: A New Lease - or Leash - on Life?
Draft 4

What will | miss about work?

What can | replace that with in retirement?

What gives me a sense of achievement outside work?

Do | want to spend more time with my family, my spouse or myself?
Does my spouse have the same expectations of retirement as | do?
What bottom-drawer projects are waiting for me?

What am | passionate about pursuing?

What type of community involvement might interest me?

In the event of my early death, are my finances and family OK?

VVVVVYYVY

Expect the Unexpected

Unexpected events such as redundancy, ill health or even marital problems can
force people from the workplace earlier than expected. Effective retirement
planning requires you to keep contingencies in mind, to maintain a sense of priority
and reality, and to apply the same problem-solving skills used in the workplace.

How much a person enjoys retirement depends a lot on whether their choice to
retire is influenced by positive or negative factors, according to the results of the
Healthy Retirement Project (Lincoln Centre for Ageing and Community Care
Research, La Trobe University).

Dr Yvonne Wells, coordinator of the study, says it is the first Australian research to
gauge levels of well being in pre- and post-retirement.

“The issue of choice - whether you retire gradually or suddenly, whether or not
you have control over that decision - has a lot more impact on issues of well-
being, such as whether people feel happy or depressed,” says Dr Wells.

Evan, a 56 year-old CFO, was only a year from planned retirement when heart
trouble struck and surgery ensued. He wishes he had paid better attention to his
health. “I’m lucky; a few of my work mates have gone along to the doctor with
some minor complaint and come out with a death sentence.”

For Ivan, a 54-year-old accountant, the prospect of early retirement next year is
coloured by the ill-health of his widowed mother-in-law. “My wife and | had
planned a three-month overseas trip next year but we don’t want to go away with
this constant worry on our minds, wondering if she’s OK. It will be a short-lived trip
| think.”

Divorce, the unexpected death of a spouse or the need to care for aged parents are
other events that can dramatically alter a planned trajectory.

The AIFS research reveals that those with the ability to redefine or moderate
goals and expectations in response to adverse circumstances and who can
accommodate and compensate for the changes that occur with ageing, are

likely to fare better in retirement.

Says Alex, a retired 65 year-old CFO of a resources company: “My first wife died 10
years ago but | have since remarried. As | approached retirement, | knew there

Morrows Financial Services

A



Retirement: A New Lease - or Leash - on Life?
Draft 4

were a humber of things | needed to sort out and one of them was that | wanted to
share my life with someone.”

Consider these questions. Discuss them with a spouse or ask colleagues and friends
how they might handle similar situations.

What’s plan B after a reluctant redundancy?

Will my marriage last the distance or does it need work?
What if I, my spouse, or my parents become seriously ill?
How would | cope if | had to become a primary carer?

Are my parents set up to manage their later years?

How might grandchildren affect our lives?

What would | do after the divorce or death of a spouse?
Does that change how | want to live my life with them now?

VVVYVYVVVYY

Prepared = Primed for Life

Senior executives spend their working lives planning, projecting and executing
their companies’ objectives. Preparing for retirement should no different.

The Healthy Retirement Project surveyed more than 7500 Australians in pre- and
post retirement. More than half of the respondents said their main preparation for
this phase of life was a half-day course that focussed largely on financial issues.

The study indicates however, that attention to issues of well-being may be far
more important. For many retirees, the challenge will be to envisage a fulfilling
life as they address the unplanned and unstructured time ahead, says Dr Wells.

“The project involved many focus groups and one story that sticks in my mind is of
a man who got up every day to work on his house during the same hours that he
worked at his job. He even packed his lunch. He stayed with the same structure in
retirement that directed his life at work. | guess he got lots of work done on the
house . . . but it took him a long time to take a more relaxed view of retirement.”

Without the validation of the workplace, anecdotal evidence shows that some men
lose their sense of self worth, particularly those ill-prepared for the change. For
some women, especially those who retire early to assume family duties, that sense
of fulfilment may falter when the children leave home.

Others who suffer chronic stress throughout their working lives may imagine
retirement as a kind of get-out-of-jail free card, only to find their spirits sag once
stress levels have subsided.

“The existential issues are really important: it’s whether or not their activities
[in retirement] add up to anything meaningful or purposeful in life,” says Dr
Wells.

A lack of understanding about what drives and fulfils us is why so many folk

struggle to make a healthy transition. Typically, they choose a limited scope of
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activities that undermines their intelligence, abilities and consequently, their

satisfaction with life.

Redefining Life

At the core of these issues lies uncertainty about what we want out of life.
Knowing what we want begins with understanding our beliefs, values and sense of
self worth.

Says Alex: “Managers really need to think about the day you’re just another person
in the queue at the checkout. You can’t make things happen so easily any more,
suddenly you’re not known through your job and no one is chasing you for an
opinion.”

Sue Hendy, director of the Council on the Ageing (COTA) says ageism in society
impacts heavily on some people’s ability to redefine their lives away from the
working world. There are those who, for example, continue to refer to themselves
by their former profession - “I’m a retired CEO” - as though they have less value
without one. Others adopt the highly destructive “it’s all down hill from here”
mindset.

COTA regularly runs a Challenging Ageing workshop around Victoria that explodes
these myths and gives people a reality check. Retirement offers as much growth
potential as childhood, adolescence or adulthood.

It offers opportunities to expand boundaries - or to kick back and calcify - but
the old adage “use it or lose it” certainly applies, says Ms Hendy.

“When speaking to a group of retirees, | ask them things like: why do you get out of
bed in the morning? What do you look forward to? Who are you going to spend time
with that is important to you?”

People get so caught up in the day-to-day that they forget to review the big picture
and the intrinsic questions that shape their lives. Try these on for size:

» Do | define myself by what | do?

» How will that affect my self-esteem when | stop work?
» Who am | - what are my core values and beliefs?

» Do I live by them?

» What gives me a sense of purpose and fulfils me?

» Am | excited about the future? If not, why not?

» What would my life look like if my dreams came true?

» How do | actively prevent myself from following those dreams?
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» What steps can | take to change that?

Research shows that successful retirees tend to be those who have significant
interests outside work and who are involved in pursuits that make them feel useful,
give them a sense of worth and which make a positive difference.

As a general rule, COTA finds that people who spend about five hours a week
involved in some sort of community or volunteer work make better transitions, says
Ms Hendy. It might be coaching a local football team, mentoring young directors,
managing the affairs of an infirmed neighbour or volunteering at an animal shelter.

Alex, the retired CFO, is winding down his involvement with various industry bodies
because he no longer feels the same “buzz” about corporate issues. He has turned
a lifelong interest in sustainable living into an educational hobby farm that he plans
to open to the public.

The $64 Questions

No retiring finance professionals are going to give advisors free rein over their
golden nest eggs. Most educate themselves thoroughly enough to be able to speak
intelligently about their main concerns, leaving it to specialists to decipher the
complex issues surrounding superannuation and tax.

Some executives can feel awkward about admitting the limits of their knowledge,
which is why it is important to secure an advisor who appeals on a personal and
professional level. A particular issue for top executives, says Gerard, is finding
advisors who are prepared to challenge your assumptions.

“What happens with a lot of people in my position is that one’s own personality is
so strong that you usually just get fed back what you’ve fed [them]. . . You need
not to be mollycoddled because advisors are too keen on the commissions and
trailing income to challenge you.”

It pays, literally, to do your homework and sift through the product-oriented
options versus more tailored solutions. In the near future, the financial services
market will have to evolve to service the needs of the ageing population far more
effectively and competitively.

Coming of Age

The concept of retirement is undergoing a radical review in the new millennium
thanks to the rambunctious attitude of the baby boomers driving it. Retirement
villages, for example, are no more “God’s waiting room”; they are fast developing
into proactive communities that cater well to the aspirations of their clients.
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Others in more affluent circumstances have introduced the concept of “chardonnay
homes”, where like-minded individuals establish self-funded, private communities
that in-source health care, among other facilities.

The Fourth Age, as it is becoming known, is loosely defined as the time from which
one becomes increasingly dependent on others. For most people, it is as far from
their thoughts as the epitaph they would like on their plaques.

When Gerard’s father developed Parkinson’s disease 15 years ago, he took over
power of attorney and managed the financial affairs of both parents until their
deaths. The experience brought home the need to plan for his later years.

“l hadn’t given any consideration to estate planning. We had a very simple will . . .
we restructured our finances in a way that you could revisit them regularly,
because your circumstances change . . . and so that if anything happened to me,
Helen could call someone who would handle everything.”

The kinds of issues people begin to consider toward the Fourth Age include:

Where would | like to live - city, coast or country?

How important is proximity to family as | get older?

What do | value most?

Close association with neighbours?

Enjoying shared history with friends and family?

Do | want independence or a retirement village?

In the event of debilitating health, do | want a hostel or family care?

YVVVVYYY

As Alex casts forward to his 70s, his retirement plan includes the comforting
knowledge that he will not have to rely on family to maintain his lifestyle.

“You never wipe your hands of the planning process entirely; you still need to go
back to the specialists, financial or otherwise, for a health check,” he says.

About Morrows Financial Services

Morrows Financial Services is one of the first multidiscipline practices in Australia
to offer a range of services such as specialist and legal advice in taxation and
superannuation, as well as investment consulting and certified financial planning.
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