TRUST

State Trustees Annual Report 2007

State Trustees
Annual Report 2007

TRUST

...is a
business
issue
State Trustees
Annual Report 2007

...is a
people
issue

State Trustees Limited ABN 68 064 593 148

For the cost of a local call, you can contact all our offices on 1300 138 672
State Trustees can be accessed at www.statetrustees.com.au

I

■ Suite 22, 2nd floor, 40 Montclair Avenue, Glen Waverley, 3150
Phone: 03 9667 6424
■ 307 Main Street, Mornington, 3931
Phone: 1300 138 672
Phone: 1300 138 672
■ Personal Financial Solutions, 593 Little Bourke Street, Melbourne, 3000

I

Our customer service offices are at:
■ 168 Exhibition Street, Melbourne, 3000

I

Phone: 03 9667 6444

Our registered office and principal place of business is:

Where we are:
State Trustees Limited is a State-owned enterprise. This Annual Report covers both State Trustees Limited as an
individual entity and the consolidated entity consisting of State Trustees Limited and STL Financial Services Limited.

Who we are

State Trustees – Victorians’ trusted partner in helping them make the most
of their opportunities, regardless of their financial situation.

This annual report is separated into three sections, designed to reflect State Trustees’ unique offering:
■ Our people proposition of helping Victorians with a mental illness, acquired brain injury, or intellectual disability
organise their daily financial responsibilities.
■ Our business proposition of providing estate planning, management and administration, financial planning
solutions, taxation services, and trusts for all Victorians wanting to maximise their wealth.
■ Our financial and corporate governance practices.
The People and Business Reports can be read from each end. We’ve centred the Financial Report (incorporating
our corporate governance statement) to tie together our two key service offerings.

State Trustees aims to be known for outstanding customer service, to
deliver on expectations.
You can trust State Trustees to manage your financial affairs with knowledge,
confidence, and efficiency.

Three ways to read this Annual Report

You can trust State Trustees to be a responsible custodian for your
financial affairs.
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State Trustees...
Purpose:
State Trustees’ objective is to help Victorians with their financial needs so they can make the most of
their opportunities.

Vision:
To be known for outstanding service to our customers.

Strategic Plan:
In 2005, State Trustees seized the opportunity to reflect on a decade of achievements and key learnings
to undertake a significant corporate review. The result is our ‘Strategic Plan 2006–2011’. [People, page 8 –
Managing Director’s Report]

Key products + services
Executor services:

An Executor is responsible for managing an estate upon a person’s death
and is responsible for administering and distributing assets to beneficiaries according the wishes
expressed in the Will. Doing this effectively requires understanding complex legal and financial matters
and the time to undertake the task. [Business, page 20]

Wills:

Having a clear, legally valid and up-to-date Will indicates how you want your assets to be
distributed after your death. [Business, pages 14 + 16]

Enduring Power of Attorney [financial]:

An Enduring Power of Attorney is a legal document
that gives a trusted relative, friend, adviser, or an organisation such as State Trustees, the power to make
financial and legal decisions on your behalf. [Business, page 18]

Disability services:

A core State Trustees service is to protect the financial and legal interests
of many Victorians who, due to mental illness, injury or disability, are unable to do so themselves.
State Trustees provides these services when it is appointed as an administrator of a person’s affairs by
the Victorian Civil and Administrative Tribunal. [People, page 10]

Trusts:

State Trustees can set up, or take over as Trustee, a variety of trusts for a range of different
circumstances. Typically this involves managing an asset to fulfil its prescribed intention. [Business, page 12]

Financial planning services:

Our financial planning professionals can help prepare clients for
various financial situations, such as buying a home, planning for retirement, funding a child’s education
or simply preparing for a rainy day. [Business, page 16]

Taxation services: State Trustees has fully qualified tax professionals who can prepare and lodge
tax returns on clients’ behalf. This year we lodged more than 6,000. [Business, page 16]
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...at a glance
Values:
We work on being the best at what we do. We aim to act with honesty and integrity at all times. We
encourage open communication. We recognise achievement and initiative. We respect and care about
each other, our customers, and our communities.

Staff:
We have 487 staff working in four offices in Melbourne. [People, page 12]

Finances:
This year’s commissions and fees were $35,824,000. Our total revenue was $47,320,000. We paid a
dividend of $2,850,000 to our shareholder, the State of Victoria. This was the final dividend of 2006 plus
the interim dividend for 2007. [Financials, page 2 + 14]

Governance:
We base our governance on the five corporate governance principles established for the public sector. These
are accountability, transparency and openness, integrity, stewardship, and leadership. [Financials, page 5]

Investment services:

State Trustees has a range of managed investment funds designed to suit
individual needs. An investment portfolio can be started with as little as $500. [Business, page 10]

Selling properties:

State Trustees sells properties for clients at public auctions throughout Victoria.
We have a strong record of getting the best market price for beneficiaries. [Business, page 14]

Genealogical services:

State Trustees’ unique offering in managing estates is our ability to locate
and identify beneficiaries. We have Australia’s biggest genealogical research team with an impressive
record of locating heirs. [Business, page 20]

Funeral Fund: Investing in the State Trustees Funeral Fund is a way to plan ahead for funeral
expenses, easing the burden on loved ones at a time of grief. [Business, page 10]

Charitable Trusts:

State Trustees provides sound professional advice in setting up charitable trusts
on behalf of individuals and companies to enable them to donate money to various Australian charitable
causes. [People, page 18]

State Trustees Australia Foundation (STAF): STAF is designed for those who want to
provide an enduring benefit from their estate but don’t have a particular charity in mind when they write
their Will. [People, page 18]
State Trustees Grants Program:

State Trustees recognises that local organisations and
community groups often need help to achieve their goals. We provide funds to help make life a little
easier. [People, page 18]

Business Report
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Our scorecard
our
shareholder

Commissions and fees
Community Service Obligation revenue
Revenue
Profit from continuing operations before income tax
Operating result after tax
Total year’s dividend
Property, plant, and equipment assets
Shareholder equity

our
customers

$ value of external financial planning funds under advice
$ value of revenue from external financial planning
Number of tax returns completed
% of Wills where State Trustees is nominated as executor
$ value of new estates for the year
$ value of trust funds under management
$ value of Premium and Common Funds under management
Total assets under management
Total value of clients’ properties sold this financial year
Number of property facilitation jobs completed
$ value of pro-bono legal work / litigation on clients’ behalf
Number of heirs located via our genealogy service
Number of statutory (VCAT) clients
New clients by order of VCAT
PFS statutory client satisfaction
Total calls to the Customer Contact Centre

our people +
community

Number of staff
Staff participation rate (Customer Care survey)
% of staff who have learning plans in place
$ value of Grants
$ value of State Trustees Australia Foundation disbursements
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We’re so proud of our scorecard...
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2006/07 result

2005/06 result

Change

$35,824,000

$33,741,000

+6%

$9,851,000

$9,562,000

+3%

$47,320,000

$44,790,000

+6%

$3,829,000

$3,412,000

+12%

$2,521,000

$2,525,000

– 0.2%

$2,269,000

$2,273,000

– 0.2%

$19,216,000

$13,970,000

+38%

$38,778,000

$33,600,000

+15%

$51,695,419

$32,857,229

+57%

$372,073

$164,328

6,177

6,004

+3%

75%

69%

+9%

$193,385,000

$210,193,000

– 8%

$268,200,000

$229,700,000

+17%

$743,681,202

$688,606,240

+8%

$1,498,000,000

$1,387,000,000

+8%

$95,645,251

$72,006,446

+33%

1,143

975

+17%

$114,987

$99,874

+15%

1,848

1,065

+74%

8,749

8,519

+5%

1,113

1,146

– 5%

78%

75%

+5%

225,629

202,515

480

479

0%

84%

58%

+45%

97%

94%

+3%

$40,000

$20,000

+100%

$938,329

$416,595

+125%

+126%

+11%

...that we’ve repeated it at the other end.
Business Report
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Over the last five years...
Commissions + fees

Profit before tax

Total assets
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Total equity

Dividend paid

Assets under management
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Executive profiles + divisions
Estate Planning provides a range

Personal Financial Solutions

Corporate Operations contributes

of financial services including writing Wills,
enduring powers of attorney, financial
planning, taxation and investment advice,
and organising trusts through its 91-strong
professional team that includes lawyers,
financial planners and accountants. This
team manages our suite of investment
products (Premium Funds) across a range
of asset classes including cash and fixed
interest, Australian equities, international
equities and listed property trusts. Our
marketing and sales and service teams
work closely with all business areas to
attract and retain clients.

manages and protects the financial and legal
interests, when appointed as administrator,
of many Victorians who due to mental illness,
acquired brain injury, or an intellectual
disability can’t do so themselves. Our 167strong PFS team members take into account
their clients’ needs and aspirations, and
consult with clients, their family or carers when
developing financial and legal solutions.
Through Enduring Powers of Attorney, we
also manage the financial and legal affairs
of those who can’t, or chose not to, manage
their own affairs.

to State Trustees achieving its strategic
objectives through a range of infrastructure,
technology, governance, and shared
services. We deliver these services through
our 117-people in eight key teams: finance,
technology services, facilities management,
corporate legal services (including Company
Secretary), client legal services, client
relations, property services, and compliance
and risk management.

Tony Fitzgerald BBus, CPA, MAICD

David Johnstone BSc BBus

Prue Willsford LLB

Joined: June 2002.

Joined: November 2002.

Joined: February 2003.

Appointed Managing Director: September 2003.

Appointed General Manager Personal
Financial Solutions: November 2002.

Appointed General Manager Corporate
Operations: May 2007.

Experience: More than 26 years in the
superannuation, funds management and
insurance industries, including managing
a large client base of people with a disability.
Before joining State Trustees David was
GM Operations at Norwich Union Australia.
His 14 years with the company included
several years at their UK Head Office.

Experience: More than 18 years in a range
of product and business roles with leading
Australian financial organisations. These
include Macquarie Bank, the Investment and
Financial Services Association, Colonial First
State, and National Australia Bank. Prue joined
State Trustees as GM Customer Advisory
Services and later became GM Professional
and Business Services.

Experience: Tony has 27 years’ experience
at the National Australia Bank in strategy,
marketing, organisational planning, credit
analysis, sales, and customer and outlet
management, culminating in the role of head
of global strategy for business banking. Tony
joined State Trustees as GM Estate Planning
Solutions. He is currently National President
of the Trustee Corporations Association of
Australia.
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Executor + Trustee Services
undertakes a variety of activities for our
commercial clients through its 82-person
team. These include administering deceased
persons’ estates, acting as trustee for
more than 3,500 trusts, locating missing
beneficiaries through Australia’s largest
group of probate genealogists, and being
trustee and administrator of charitable
trusts with over $50 million of funds under
management. We also provide fundsadministration services, on the Department
of Human Services’ behalf, to those who live
in supported community facilities.

People + Culture specialises in
human resources consulting, occupational
health and safety, workforce planning,
organisational learning, payroll, and advice
and representation on industrial relations
issues. Its 14-member team’s work is a mix
of partnering with business managers and
leaders and undertaking strategic projects to
improve the effectiveness of State Trustees’
business-wide people management and
engagement strategies.

Corporate Strategy +
Innovation explores and facilitates
State Trustees’ holistic future business
direction. Its nine-person team liaises with
all areas of the organisation and has
expertise in strategy, research and
development, project management,
business process reengineering,
corporate relations and communications,
technology strategy and client experience
management. In addition it is responsible
for State Trustees’ reputation management.

Ross McDonald BEc ICA ICS

John Brennan MBus HRM CAHRI

Andrew Lloyde

Joined: March 2001.

Joined: May 2005.

Joined: June 2003.

Appointed General Manager Executor
and Trustee Services: May 2007.

Appointed General Manager People
and Culture: May 2005.

Appointed General Manager Corporate
Strategy and Innovation: April 2006.

Experience: Ross joined State Trustees as
GM Finance and Risk Management after
15 years’ commercial experience in a variety
of accounting roles. He was previously GM
Finance at Link Communications and had
senior finance roles at Coopers & Lybrand
(now PriceWaterhouseCoopers), the Colonial
Mutual Group, and was Financial Controller
for a small start-up company.

Experience: Before joining State Trustees
John was Australian HR Manager for Primus
Telecommunications. In his 15 years in
human resources management and business
consulting he specialised in industrial relations
and organisational dynamics in roles such as
HR Manager for the Australian Securities &
Investments Commission, Aboriginal & Torres
Strait Islander Commission, and Centrelink.

Relieving GM Estate Planning: June 2007.
Doug Sumner appointed GM Estate Planning:
September 2007.
Experience: Andrew joined State Trustees after
25 years’ experience in customer service, project
management, and strategy development with
Australian Eagle Life, MLC, and the National
Australia Bank. Before joining State Trustees
Andrew was General Manager Projects with
the Wealth Management Division of MLC.

Business Report
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Tailored funds
management
State Trustees is focused on helping
empower Victorians to maximise
their financial potential.
Mrs McKenzie
approached State
Trustees to create a trust
for her 55 year old son
with schizophrenia, Terry.
Due to recent changes
to Social Security laws, we
could set up a ‘Special
Disability Trust’ where
trust assets and income
don’t reduce Terry’s pension
and Mrs McKenzie isn’t
penalised for gifting.
Mrs McKenzie contributed
initial funds to help Terry
and may add to the trust
in future. Terry’s trust has
helped pay for his private
health insurance and
medical expenses, and
will soon pay for his
transition to supported
accommodation.
Mrs McKenzie is now
assured her funds are used
to make Terry’s life easier
and will ensure his needs
will be met, even after she
has passed away.

As part of this undertaking, we provide a range of
tailored Common and Premium Funds across the
major investment classes through which clients
can build their assets.
We have around 25,000 clients who use State
Trustees’ managed funds as part of their personal
and commercial financial planning strategies. A
managed fund allows individual investors to pool
their money. This pool is then used to buy a range
of different assets in line with the fund’s individual
investment policy. For example, a typical Australian
equities fund will be invested in companies listed
on the Australian Stock Exchange.
During the past 12 months, State Trustees’ Common
and Premium Funds under management increased
by eight percent, with our Funeral Fund increasing
by more than 10 percent. These increases were due
to both the financial markets’ robust performance
and the net fund inflow increase brought by new
clients.
In most cases, our funds management clients come
from our core customer base, providing our VCAT,
financial planning, trusts, and estate management
clients with an alternative way to diversify their
investments.
Anyone who already is a State Trustees internal
client can invest in our Common Funds, whereas
our Premium and Funeral Fund are used by both
internal and external clients. In fact, we now have
more than 4,500 Premium Fund clients, and
more than 17,000 Common Fund clients, with
our Funeral Fund clients increasing over the year
to 8,000.

We outsource our funds management
The total value of our Premium and Common
Funds under management at the end of financial
year was $743 million, with the Funeral Fund at
around $40 million.

We outsource most of our Premium Funds
management to Macquarie Investment Management
Limited, part of Macquarie Bank Group, which is
one of Australia’s top listed companies by market
capitalisation. Other Premium Funds are managed
by Vanguard Investments Australia, part of the USbased Vanguard Group, which manages around
$450 billion of indexed fund assets globally.
Our Common and Premium Funds provide
investment options across the main asset classes,
from cash to Australian fixed-interest and equity,
international equity and diversified funds (which
invest in multiple asset classes).
As investors, State Trustees’ financial planning
clients are given extensive help in choosing the right
fund for their financial objective. In developing
each investment strategy, clients need to assess
whether they aim to increase their income, make
capital gains, or both. Clients are also helped to
balance their objectives against the level of risk
they’re prepared to take and the level of expected
return, degree of diversification, and anticipated
life of their investments.
The State Trustees Funeral Fund is a capital
guaranteed investment designed to help people
save for their funeral expenses. Clients can initiate
their Funeral Fund as a saving plan with payments
over a period of time, with an initial investment
as little as $100 and regular payments of $25.
Funeral Funds can also be assigned to a Funeral
Director as part of a pre-paid funeral.
As well as managing preparatory work on funds
management, State Trustees can also help clients
consider the form of any return they may receive
(whether cash or shares/funds) and how it will
impact on their tax position.
We offer our clients flexible investment opportunities
through an individual fund or a combination of
funds to meet their investment needs. In fact,
we developed the Premium Funds (issued by our
wholly-subsidiary STL Financial Services Limited)
so that an investor can, in most cases, readily
redeem their investment when they want.

$1,498,118,000
[assets and trusteeships under management]
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Jimmy Gorsovski, State Trustees Investment
Analyst, with Bill Blakeney, Federation Square’s
Manager Corporate Services

State Trustees was custodian trustee
of the funds to build Melbourne’s iconic
Federation Square. The initial $100 million
was contributed equally by the State of
Victoria and the City of Melbourne in
1996, with extra funds injected as the
project advanced.
We held on trust all monies and invested some in State Trustees’
investment vehicles which have professional external fund managers.
Our role was to pay, out of the fund, various parties involved with its
construction and make project reports to the consortium.

Business Report
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Our trust
professionals
A key strength of State Trustees is
that we are enduring.
Mrs Ng was a financially
savvy woman in her
mid-70s. She approached
State Trustees to write
her Will and set up a trust
to protect her $150,000
of assets.
She took this action
because her relatives,
on hearing that she’d
been diagnosed with
dementia, started asking
her for money. By having
us establish the trust, she
could explain the money
was out of her hands.
However, she continued
to control her funds as
she was the trust’s sole
beneficiary, a subtle point
not shared with her
relatives.
Financial abuse of
elders is on the increase.
This trust allowed Mrs Ng
to use her money as she
wished while removing
the pressure placed on
her by her family.

We were established nearly 70 years ago, and
have been a fully-owned government business
enterprise for more than a decade. So when setting
up personal or commercial trusts, clients can be
assured of longevity. And all service users know
they can rely on us to be impartial.
We have been custodian trustee to a large number
of government and private sector organisations for
almost 20 years. Our dedicated team of professionals
is expert in administering trusts and maintaining
ongoing relationships with clients. We manage a
number of trusts on behalf of commercial clients
and the government sector.

We specialise in personal trusts
State Trustees’ personal trust clients range in age,
cultural background and economic circumstances,
which is why we offer a highly personalised level
of service to suit clients’ specific needs.
Having a trust means clients can provide a degree
of control over their assets, both while they live and
after they die. Trusts can be set up for reasons as
diverse as funding a child’s education, protecting
assets for future generations, or shielding them
from law suits due to family conflicts or business
risks.
We specialise in three kinds of personal trusts:
minors’ trusts, life interests, and charitable trusts.
This year we established 332 new trusts, with sizes
ranging from $5,000 to $1 million, and a total
value of $28 million. We currently manage around
4,000 personal trusts, valued at $268 million.
State Trustees can tailor a trust to suit clients’
needs. This may be to maintain a portfolio of
investments until they can pass them on to family
members, help with a disabled relative’s needs,
manage a child’s inheritance, or simply provide
hassle-free financial management of funds.
Many clients create trusts to instantly provide for
their beneficiaries rather than waiting until they die.

Trusts offer protection for assets, and can be
useful in having assets independently managed
or providing a structured way to distribute asset
income to family members. We can also provide
value-added services such preparing tax and estate
planning to enhance long term investment returns.
Minors’ trusts are designed to protect and grow
funds for children until they reach 18. Life interest
trusts usually involve major assets such as a house
or large share portfolio. With the increasing
incidence of second marriages, these trusts are
becoming more popular as an effective way to pass
assets to children while still allowing a spouse or
partner to benefit from them during their lifetime.
Our charitable trusts are varied, with purposes as
diverse as funding Aboriginal children’s education,
supporting living accommodation for impoverished
journalists, to funding wildlife research.

Major government trusts
A major trust we’ve managed through the year
was the Australian Synchrotron Beamlines Trust
fund. This was created with $30 million to help
start construction of the Synchrotron’s initial suite
of beamlines. As the custodian trustee, State
Trustees deals primarily with the Department of
Innovation, Industry and Regional Development
in relation to administering the trust and
making construction payments.
State Trustees is also custodian trustee for
a joint government enterprise between the
Commonwealth, New South Wales, Victorian
and South Australian Governments. Trading as
‘Water for Rivers’, it was developed to acquire
water savings for environmental flows in the
Snowy and Murray Rivers, as set out under the
Snowy Water Inquiry Outcomes Implementation
Deed (SWIOID).
Under the SWIOID, from December 2003, the
Victorian and NSW Governments each agreed
to provide $150 million over 10 years, with the
Commonwealth contributing $75 million over
the same period.

$268,200,000
[trust funds under management]
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Paul Davies, State Trustees’ Trustee
Services Team Leader with Gunai/Kurnai
Foundation Committee Members, Graham
(Bootsie) Thorpe and Olive Tregonning.

The Gunai/Kurnai Foundation was set
up in 2006 through receipt of native
title claim funds awarded to the
Gunai/Kurnai people, the Gippsland
region’s traditional owners.
Through the Foundation's Education Assistance Program,
Gunai/Kurnai students are encouraged to attain educational
qualifications. The photo, taken at the Koori Heritage Trust
in Melbourne, shows Ray Thomas’s contemporary take on
Aboriginal art. Ray is also a Foundation Committee Member.

Business Report
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Selling properties
is our forte
State Trustees sold 282 properties
worth over $95 million this year.
Peter lived with his sister,
but as he couldn’t look
after his affairs, needed
to be placed into care.
Peter owned a house,
which his sister wanted to
sell to pay his placement
costs, but Peter had
trouble understanding
what this entailed.
When State Trustees
activated Peter’s Enduring
Power of Attorney, we
assigned him a consultant
who helped organise
residential care and,
through State Trustees’
Property Services team,
arranged an independent
valuation on his home.
Our consultant worked
closely with Peter and his
sister to prepare his house
for sale, which we sold on
Peter’s behalf at a higher
than expected price. The
proceeds generated
ensured that Peter could
have a comfortable future.

The properties were sold on clients’ behalf at public
auction throughout Victoria. The main role of our
Property Services area (comprising Asset Protection
and Property Facilitator teams) is to help protect
and manage clients’ property, including real estate,
vehicles, personal possessions, even finding homes
for pets of clients who can no longer look after
them. We also manage a centralised safe custody
storage area for our customer’s deeds and effects.
The property team has a range of specialist
resources and skills, including staff with real
estate experience, insurance knowledge, and
mediation skills.

We prepare and sell properties
Sometimes we are asked to sell properties on a
client’s behalf. We have developed a number of
processes aimed at ensuring the client receives
the best price for their property.
Initially we complete a property inspection giving
us broad information about the property, ranging
from maintenance and security requirements
through to an inventory and valuation of contents.
At this point we review all insurances for
appropriateness in case of accidents or break-ins.
Once we’re authorised to sell the property, our
property facilitators confer with clients about
whether there are any items of sentimental value
they wish to keep. When personal items have been
removed, State Trustees contacts an auction room
to sell the remaining assets on the client’s behalf.
The advantage of having contracted auction rooms
is that they are particularly aware of the need to care
for our clients’ belongings, and return any valuables
to State Trustees. Recently an auction room found
$12,000 hidden in a couch. That money was then
returned to us and placed in the client’s account.
State Trustees has 28 contracted selling agents.
Our property team manages the relationship with
the agents who are required not only to honour

our professional standards, but provide the best
opportunity for the property to be sold at the
highest price possible.

We manage rental properties
State Trustees has a fiduciary duty to act in the
best interests of clients. Sometimes this may mean
selling a property, but we frequently supervise the
rental of many clients’ properties. We manage 320
rental properties on clients’ behalf, a third of which
are managed by our panel of rental agents. We are
working towards moving all our rental properties
to our panel’s management, because they
provide efficient reporting and are cost effective
for clients.
This year our property team completed more than
4,000 separate requests.These included monitoring
and reporting on rental properties and sales results,
managing all properties including requests for
inspections, cleaning homes before sale, reviewing
insurance arrangements, selling furniture through
auction rooms, and arranging couriers to move
small furniture items for clients.
Part of our success is due to the way State Trustees
retains our 40 service providers such as real estate
agents, sworn valuers, and other property suppliers.
Having centrally coordinated our services, State
Trustees established ‘best practice’ benchmarks
that our service providers must meet on our
clients’ behalf. For fair and competitive pricing
purposes, we established a tender process in line
with State Government standards.
To improve our property management, during the
year we centralised numerous functions to reduce risk
and enhance outcomes. While these improvements
significantly increased the team’s workload, our
streamlined processes resulted in completing more
jobs. In comparison to the previous year, our
vehicle sales were up 48 percent, auction room
sales were up 45 percent, property facilitator off
site jobs up 17 percent, inspections up 14 percent,
cleaners up 39 percent, and sworn valuations up
20 percent – an incredibly productive year.

$95,645,251

[worth of houses sold on clients’ behalf this year]
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Angela Cordell, State Trustees
Property Team Manager, with Brad Teal,
one of State Trustees’ contracted local
real estate agents

State Trustees property team knows
a client’s house is often their most
important and valuable possession.
As such, we supervise a range of first
class suppliers to manage properties
professionally and in our clients’ best
interests.
We maintain contracts with 28 real estate agents across
metro Melbourne. We aim to ensure that the agent we
engage to sell a property has local area knowledge and is
well placed to generate the best possible price for our client.

Business Report
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A distinctive
approach
State Trustees approaches estate
planning in a distinctive way.
Mary is 55 and working
full time. She earns a
gross salary of $110,000
and has $450,000 in super.
When Mary approached
State Trustees for a
financial plan, we
suggested she sacrifice a
significant portion of her
salary into superannuation
to build her retirement
funds. In the meantime,
we suggested that Mary
start a Transition to
Retirement Pension to
supplement her income
from her current
superannuation account.
Mary is surprised at the
suggestion: how can it
boost her super? By
swapping taxable salary
for a concessionally taxed
pension income, she pays
less personal income tax
and increases her final
retirement benefit,
potentially boosting her
super by around
$150,000 by the time
she retires at 65.

Where many others start with a financial plan,
our approach to assuring a person’s financial
security is to make their Will and enduring power
of attorney (EPA) the centrepiece.
State Trustees’ estate planning service provides
clients with a solid plan comprising financial,
legal and tax-efficient solutions that help grow,
protect, and ultimately share their wealth. And
we’re expert at doing this.
During the year our estate planning team prepared
more than 2,500 Wills, more than 1,500 EPAs, and
lodged around 7,500 tax returns, making us one
of the largest registered tax agents in Victoria.
Having professional advice is critical to achieving
the best outcome. State Trustees uses qualified
lawyers to effectively stucture Wills. For instance,
clients may see the only way to equitably split a
share portfolio among beneficiaries is to sell the
portfolio and divide the profits. However, as this
tactic may attract capital gains tax, we might
advise the client to parcel the shares and Will
the parcels directly to beneficiaries.
We often see clients relying on friends or relatives
for financial advice. In the process they make
critical errors in preparing their futures. Many
fail to understand the need for a Will, and fail to
consider all assets, debts, and even dependents.
And many neglect to continually update their
estate plan to ensure it satisfies their wishes.

Tax services
Our tax experts provide a broad range of tax
services including preparing and lodging tax
returns for individuals, partnerships, trusts,
companies, and self managed superannuation
funds. In addition we provide advice on a range
of GST and capital gains tax related matters.
We help clients with year-end tax planning, tax
effective structures and investments, and a cost
effective and efficient way to claim back franking

credits. We can also help prepare and lodge
business and instalment activity statements.
It’s worth noting that as a registered tax agent,
State Trustees has a longer period in which to
lodge returns on behalf of our clients.

Financial planning
A key part of estate planning is having a financial
plan. A good plan combines insurance, investment,
tax planning, and of course, retirement planning
and wealth preservation, with the twin goals of
assuring financial independence in retirement and
an estate for beneficiaries. After preparing a client’s
Will and EPA, we introduce them to our financial
planning experts who are able to prepare them
for life’s financial contingencies such as buying
a home, or just preparing for the unexpected.
Our financial planners had an excellent year.
They increased their client base by 47 percent
and revenue under management by 126 percent.
Overall, they increased external financial planning
funds under advice by 57% to nearly $52 million.

We charge a flat fee
State Trustees charges financial planning clients
a transparent fee-for-service, unlike many other
planners who charge solely on commission. We
provide the first consultation for free, and charge
a flat fee to create the client’s financial plan.
At that point clients can choose one of three
service level packages to receive updates to their
plan. Trail commissions are rebated. And as our
planners are not remunerated on commission,
their product integrity remains intact. Our focus
is solely on what’s best for our client.
We are proud to have already implemented a
best practice fee-for-service model which accords
with the Financial Planning Association’s push for
greater transparency. State Trustees is a principal
member of the Financial Planning Association.
Our planners undertake regular and extensive
training, directed at ensuring that clients receive
quality and current advice.

$51,695,419

[external financial planning funds under advice]
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Tony Bull, State Trustees financial planning consultant,
with clients Des Warren and Trish Melgaard

Des and Trish are the 2006-7 Jim's Mowing Franchisors of the year
in the 31 plus Franchisees category, beating out competitors across
Australia, Canada, New Zealand and the UK.
The awards are based on franchisee satisfaction, and they achieved the extraordinary feat of rating 100% on
all measures – something never before achieved in this category. Des and Trish had a financial plan but were
dissatisfied with its products. It was State Trustees' brand name that bought them to us. They feel we have much
in common with Jim's Mowing in terms of professionalism, service quality, reliability, and trust. They established a
bond with Tony Bull, who created an individual financial plan that gives them more input into their investments.

Business Report
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What drives our
thinking
State Trustees differs from other
companies in many respects.
Peter and Margo, both
in their 70s, sought
State Trustees’ advice in
regard to writing their
Wills. Each had assets in
their own right, but were
keen to provide for each
other as well as their
respective children from
previous marriages.
State Trustees' estate
planning lawyer suggested
that their circumstances
warranted a testamentary
discretionary trust in which
they each nominated the
other and their respective
children as discretionary
beneficiaries.
This structure gave them
the flexibility to enable the
most tax efficient means
of asset distribution. At
the same time it created
the means by which each
was provided with a level
of comfort if the other
died first, but not at
the expense of their
respective children.

We are not only a government business
enterprise, and as such compete in a commercial
environment, but also have a community arm. Our
commercial activities drive our thinking regarding
our community activities, and provide an ideal
opportunity for clients to get the best of both worlds
– strong commercially-sound products and services
backed by a business approach that puts people
first.

Enduring powers of attorney
An important element of our business is writing
and managing enduring powers of attorney (EPAs).
It is far better for people to anticipate life changes
and choose who they want as their financial and
legal attorney, than have an unknown person or
company appointed to manage their affairs.
With an EPA, a person voluntarily assigns authority
over their legal and financial affairs to another
person or organisation. State Trustees prepares
EPA documents on our clients’ behalf. An EPA
is a perfect solution for a range of situations
including someone experiencing a significant life
change and who’s finding it too hard to manage
their affairs, through to someone working overseas
who needs their affairs in Australia managed
while they’re away. We can activate an EPA at
any time a client requests, or when they lose the
ability to make their own decisions.

Improved client outcomes
We reviewed our processes in dealing with EPAs
this year and created efficiencies through improved
processes and tools to help our consultants improve
client outcomes. We now have a more seamless
client service approach, from initial client contact
through to delivery.
Our EPA business is two-pronged. When clients
approach State Trustees to prepare or update
their Will, we offer them the option of preparing an
EPA for their time of need. If clients embrace this

62,000

opportunity, we write their EPA that then remains
dormant until they request it be activated. We also
recognise that some need an EPA to be written
and activated immediately. We are able to help
them through our well-established relationships
with people such as hospital social workers,
community case managers, and those in centres
such as nursing homes, to identify and help them
in their time of need.
This year we wrote and immediately activated
108 new EPAs, and activated another 60 at our
clients’ request. Overall, we have 575 active EPAs.
Nearly a third of these have been with us for
more than 10 years.

Seeking legal changes to reduce
elder financial abuse
During the year State Trustees approached the
Victorian government suggesting changes to
legislation to reduce the incidence of financial
abuse of the elderly. We believe VCAT should
have to give approval before a person acting
under a power of attorney can take estate assets
for themselves or others.
State Trustees believes this amendment would
help stop misappropriations from an estate. Our
experience tells us this frequently occurs, and we
see it after the fact when we’re appointed as an
estate’s administrator or attorney. Our ability to
do anything about it is reduced because the law
is unclear. We also see the distress caused to the
elderly person or their family, and strongly feel
that these people must obtain justice.
To do this, we believe legislative change is needed
to require that a gift made by an attorney from
the donor’s estate must get the ‘tick’ from VCAT
before being made, in much the same way as is
required in the case of an administrator.
State Trustees is committed to pursuing this issue
on behalf of our clients. We will join a government
working group to press the issues further, along
with other changes to Powers of Attorney, to
better protect Victorians.

[Wills held by State Trustees]
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Maureen Smith, State Trustees Client
Liaison Manager, with client Robert Neville

In his middle years Mr Neville was the
Victorian public relations guru for the
famous Leyland Brothers.
These days he’s the chief cook for his daughter, Robyn, who
acquired brain damage through a car accident 20 years ago.
Mr Neville’s tie with State Trustees began when we took over
Robyn’s financial responsibilities. Impressed with our care and
service, he engaged us to prepare his Will and enduring
power of attorney in the early 1990s.

Business Report
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Our expert
executor services
James migrated to
Australia in the mid-1920s,
settled in Melbourne,
and never married. When
State Trustees wound-up
his estate there were no
descendants to help
unravel his past.
Our genealogy
staff contacted welfare
departments and Veterans
Affairs. They could provide
a birth date, but his birth
year differed from 1902
to 1905, with birthplaces
listed as Arizona,
California, and England.
After careful investigative
work we found his birth
certificate in Durham,
England. Using his known
siblings’ forenames and
cross-referencing details
with the 1901 census, we
located the entire family
of beneficiaries. With the
right information from
our genealogical search,
State Trustees was able
to pay out his estate to
James’s sister and
numerous nephews
and nieces.

Being an executor of a Will is a
complex and thankless task for
most people.
Primarily, it involves being responsible for obtaining
probate of a Will. However, an executor’s duties
could also include arranging the funeral, identifying
and managing assets, working out and paying
debts, and distributing the estate’s proceeds to
beneficiaries named in the Will. In addition, an
executor needs to manage claims brought by
creditors or those who believe they are entitled to
a share (or greater share) of the estate. As well as
paying estate taxes, executors need to calculate
and pay any tax owed by the deceased.
In essence, the executor is the estate’s representative
for all purposes, and has the ability to sue or be
sued on behalf of the estate. Being an estate’s
executor has greater risk since changes to Victorian
law that broadened the category of those who
can challenge a Will’s provisions.
Under these complex and time-consuming
circumstances, it’s not surprising that many people
turn to State Trustees to take over their executor
duties.
State Trustees can be appointed as executor
when a Will is being prepared. Alternatively, a
family member or friend who is named executor
in a Will – and often they don’t discover this until
the Will is read – can transfer the duties to us if
they don’t want to take on or continue with this
responsibility.

One of Victoria’s
biggest estate managers
State Trustees is expert at managing deceased
estates. As such, we are one of Victoria’s largest
providers of executor services. Last year we
managed 1,620 estates and lodged more than
600 probate applications.
As an independent executor, we can help resolve
any contentious issues that arise during the estate
administration, such as acrimony when only one

family member is named as executor, where
there’s an unequal division of the estate between
beneficiaries, or where there is a challenge to
the Will. This year we significantly improved our
service quality to become one of Australia’s most
comprehensive estate administration services.
We started our seminar series in educating the
public on what an executor’s duties involve and
how to execute the wishes in a person’s Will
effectively. We developed an end-to-end service
and pricing model that is transparent to clients.
By improving our estate administration process,
we improved client service delivery, particularly in
regard to communicating with beneficiaries,
service quality, and timely outcomes.
By enhancing our relationship with professionals
such as solicitors, accountants, and financial
planners we were able to promote our expertise,
leading to an increase in estate referrals. We’re
continuing to develop our cross-referral opportunities.

Tracking down beneficiaries
A critical aspect of executing some Wills and estates
is actually locating beneficiaries. State Trustees’
genealogy team is the largest dedicated group of
probate researchers in Australia. Probate genealogy
combines family history (genealogy), legal, clerical,
and detective work. Our expert genealogists conduct
searches within Australia and internationally.
We can trace executors and witnesses, locate
missing heirs or fund members, and identify and
locate next of kin in intestate estates. In fact, during
the financial year we located nearly 2,500 heirs
(from 3,500 people contacted) who were identified
in a Will as being entitled to benefit from an estate.
We intend to increase the number of community
forums that promote State Trustees’ expertise in
estate administration. And although we’ve made
great inroads into improving service during the
year, our goal is to enhance this even further by
focusing on increased client contact and improved
customer feedback.

$188,480,099
[worth of new estates during the year]
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Martin Williams, Senior Estate Representative, Executor Services
with client Robyn Sommerfeld

Although Miss Ada Gay had a Will when she died, it had
not been updated. She left the family home, a house on
16 acres near Swan Hill, to her siblings. However, at the
time of her death they had all passed on.
State Trustees was brought in to administer the estate. Our genealogy team tracked down
Miss Gay’s only next of kin, her niece Robyn, who hadn’t seen her aunt for nearly 30 years.
Robyn authorised State Trustees to sell the property. In preparing for the sale we unearthed
precious family memorabilia, notably photos and land army medals, which we passed onto
Robyn for the family’s future generations.
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