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fund

Enjoying your retirement might start with managing your own super fund.
We’re all working towards a financially stable and comfortable retirement and one way to achieve
this might just be a self managed superannuation fund. But, this option comes with its own
responsibilities, obligations and risks. Getting the right advice before entering into a self
managed super fund can make all the difference - now and into the future.

Eqeus can help you to secure the lifestyle
you want for today and plan for retirement.
w www.eqeus.com.au

Or call us on 02 9210 7200 to get started with your complimentary consultation.
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What is a self managed super fund (SMSF)?
A Self-Managed Super Fund (SMSF) is a superannuation fund
in which members are also trustees who run the SMSF for
themselves. In more technical terms a self-managed super fund
(SMSF) is a superannuation trust structure that provides financial
remuneration to its members in retirement.
The main difference between SMSFs and other super funds such as retail or
industry funds is that SMSF members are also the trustees of the fund. SMSFs
can have between one and four members, and one of the main advantages is
the level of control that trustees have when it comes to tailoring the fund to meet
their individual needs. This differs from retail and industry super funds, which are
designed to benefit a large group of members, meaning decisions are based on
collective interests rather than what is best suited to individuals.
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How does an SMSF work?
SMSFs are established for the sole purpose of providing financial benefits to
members in retirement (or attainment of a certain age) and their beneficiaries
if a member dies.
This is the most important rule when it comes to managing your fund – if
there is a direct or indirect benefit received by a member then it is likely there
has been a breach of the sole purpose test and there are harsh penalties
imposed by the ATO which in the 2017/18 year for administrative penalties
can be up to $12,600 per trustee. It is important that should you decide that
an SMSF is the approach you want to take that you are confident that you can
meet the requirements of being a trustee which we will explore later.
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How does an SMSF work? Continued
An SMSF has its own Tax File Number (TFN), Australian Business Number (ABN)
and transactional bank account, which allows them to receive contributions
and rollovers, make investments and pay out pensions. All SMSF investments
are made in the name of the fund and are controlled by the trustees. As a trust,
an SMSF requires a trustee. There are two trustee structure options:

1. Corporate trustee

2. Individual trustee

A company acts as the trustee and each
member is a director. This structure
allows simpler recording and registering
of assets, providing administration
efficiencies and flexibility in membership.
Company establishment and ongoing
fees are applicable with this structure.

Each member is appointed as a trustee, with
a minimum of two trustees required.

At Eqeus, we have always condoned the use of a corporate trustee as this provides for the longevity
of the fund in the event of the death of a member. This means that the corporate entity can remain
as trustee with one director whereas it cannot operate with a single trustee. This allows for smooth
continued operation of the fund when one member dies.
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What are the responsibilities of an SMSF trustee?
SMSF trustees are responsible for making investment decisions and
ensuring implementation of an investment strategy for their fund. SMSFs
also have strict administrative obligations that require trustees to maintain
records, provide financial statements, complete a tax return and organise an
independent audit.
New trustees and directors of corporate trustee must sign a declaration that states they are
aware of their responsibilities and ensuring the fund complies with the Superannuation
Industry (Supervision) Act 1993 (SISA) and other relevant legislation. There are no excuses for
trustees to say they were unaware of their obligations and the ATO who are responsible for the
monitoring of SMSFs have a penalty regime for breaches of the rules and regulations.
Believe it or not, the ATO has some excellent resources available on their website to educate
trustees on how to manage their SMSF.
www.ato.gov.au/super/self-managed-super-funds/
For this reason, many trustees engage SMSF specialists to help them manage their accounting,
auditing and tax reporting, as well as provide financial and investment advice; however, they
always remain completely responsible for the decisions and administration of their fund.
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The growth of SMSFs
A number of years ago there was a strong trend in SMSF establishment.
People had become disenchanted with the performance of their
superannuation arrangements and, rightly or wrongly, believed they could
do better. It may have been the conversation topic at a BBQ with as little
research as having a friend suggest that an SMSF is the way to go for an SMSF
to become desired. There was a statistic that over 2000 funds were being
established each month as this trend kicked into high gear.
Whilst this growth is no longer as strong, as we’ll cover later, we have noticed that with some of
our SMSF clients that we are actually winding up more funds than we are establishing. This may
not be an industry trend though it is our current experience. That being said SMSFs represent a
huge portion of the superannuation system as the statistics below sourced from the ATO show
having more assets than either the industry or retail sectors:
			

• The total number of SMSFs is just over 577,000

			

• Total members of SMSFs is over one million

			

• Total value of estimated SMSF assets is $621.7 billion
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Self managed superannuation - DIY or DI Why?
Self-Managed Super Funds (SMSFs) are often referred to as Do It Yourself super funds
and while this may be a clever catch cry for a nation addicted to a concept that aims
to save a few bucks, it makes me shudder to think about all that can go wrong when
those who have never before worked on the tools suddenly feel inclined to pick up a
power saw!
When it comes to DIY super funds, there needs to be a stronger emphasis on the
Y – as in “Why go it alone?”
Just because a self-managed super fund (SMSF) has the words ‘self managed’ it doesn’t mean you are all
alone to set one up or run a fund by yourself. There is a network of professionals who specialise in helping
SMSF trustees run and manage their funds. It may appear at a glance that this would defeat the true
benefits of having a self managed fund when in fact you are not managing it by yourself though you retain
the trustee responsibility for the fund compliance and have control by choosing to engage with other
professionals to support you in your role.
There are a lot of great reasons for establishing an SMSF, but as far as doing it yourself is concerned, that’s
a whole other matter.
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Reasons to set up an SMSF
1. Including family

2. Controlling retirement

3. Greater choice

Since SMSFs allow from 1 - 4 fund members they are
a way to include family. This option allows family
members to make investment decisions together in the
interest of family wealth - benefiting the older generation
now and any younger generation into the future.

An SMSF allows fund members to take more of an active
interest in the control and decision making surrounding
their superannuation and retirement funding.

SMSFs provide more flexibility in choice of investments
- shares (private or public), property (commercial or
residential), collectibles, derivatives, and more.

4. Transferring existing assets

5. Buying and leasing back

6. Leveraging super through gearing

An SMSF has the ability to acquire existing member
assets and transfer them into the super fund which can
mean significant tax benefits over the long term. These
transferred assets can include commercial property,
managed funds, listed shares, and in-house assets - up to
5 percent of the SMSF’s total assets.

An SMSF member benefits can be used to buy a
commercial premises, office or factory which can then
be leased back to the member’s business. The benefits
of this include being able to utilise super money to help
fund a business property purchase as well as being able
to make tax deductible rental payments in your business.

Since gearing in super was introduced in 2007, it
has began a popular part of SMSFs strategies. The
opportunity to leverage into share, property and other
assets can allow SMSFs to build a significant retirement
base sooner than originally anticipated.

7. Specific estate planning

8. Greater flexibility for retirement

SMSFs allow for estate planning for blended families that
wish to pass specific assets to specific benefits. With an
SMSF you have the ability to be extremely specific with
a death benefit nomination, allowing peace of mind
about how and to whom benefits are paid. Whatever the
particular conditions and how long they may need to be
held for, these instructions can be binding and nonlapsing within an SMSF, so absolute certainty exists.

SMSFs allow a member to take control over when and
how they want to begin drawing benefits from their fun,
subject to preservation requirements. You can make
lump sum payments such as an asset transfer back to
the member. Or, you have greater ability to consider
your circumstances on a timely basis about cash flow
requirements in drawing an income stream.

9. Greater control of tax management
issues
SMSFs provide the ability to take greater control over the
timing of tax matters on your retirement assets and this
can potentially make a significant difference to the end
result of your nest egg. In a retail super environment,
it is the fund managers/trustee’s role to maximise the
investment returns members, having some but generally
little concern for the timing of sales, distributions and
other tax affected matters.
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Planning, establishing and managing an SMSF
Planning, establishing and managing an SMSF is a long-term
commitment. It requires careful consideration including clear
intentions for actually wanting to take on the considerable task and
legal obligations of being responsible for turning your life savings, and
those of other fund members, into the nest egg you are all hoping to
spend in your retirement. Get it wrong and the impact you have on
your life savings and those of others, metaphorically speaking, could
be akin to losing a few fingers.

If you were a DIY home renovator with a lot of money at stake you’d be working out how
much you are prepared to back yourself and which jobs need the skills of a qualified
specialist to deliver the home of your dreams. For example, it’s best to leave the electrical
wiring to a licensed operator.
Some consider an SMSF as an opportunity to swap the position of tenant for the
position of homeowner, with a view of finally taking control of their financial future. Selfdetermination can initially feel empowering but without adequate skills and sufficient
knowledge, the DIY SMSF can quickly land its owner in hot water.
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Planning, establishing and managing an SMSF Continued
Like we tell our clients, as an SMSF trustee you have to wear two hats
– one as the trustee, the other as a fund member. When donning your
trustee hat, you’ll be obliged to follow the Trust Deed and the SIS Act
(which govern the way super funds are run). Failure to act within the
parameters of these rules and regulations could see you facing some
hefty fines.
Needless to say, going it alone also precludes you from any support from the
Superannuation Complaints Tribunal. Without a conciliator in your corner, you’ll be
100% responsible for dealing with any contentious issues that may crop up. Imagine a
painter without a drop sheet – as a DIY SMSF, you’ll be cleaning up your own mess.
When it comes to home renovations, people roll up their sleeves and opt for DIY because
they don’t want to pay what they deem to be expensive builders’ fees. Similarly, SMSFs
can appear to be a cheaper alternative to a public offer or retail fund, because as an
SMSF a lot of the costs are fixed as opposed to percentage based meaning that less
dollars are spent as an overall percentage. A lot of the assets can be held directly and are
not subject to ongoing administration fees.
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Planning, establishing and managing an SMSF Continued
Yes, this is a benefit but it is only really relevant if you take a big picture
approach to your SMSF by adopting a tailored, flexible strategy to
diversify your investments. We’ve seen plenty of property spruikers
urging people to use their super funds to borrow to purchase property.
This is a little like a DIY home renovator buying a bungalow without
checking for white ants!
Consider the bigger picture and ask yourself what are the potential
risks involved and where would that property fit into your overall
financial strategy?
We advocate a diversified portfolio which is in line with the ATO requirements for an
investment strategy, when the balances are sufficiently large a direct property holding,
whether commercial or residential, can play an important role in reducing the volatility
of the portfolio and provide the required rate of return as determined in the fund’s
investment strategy.
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Planning, establishing and managing an SMSF Continued
Like any investment, property is subject to specific risks which many do not consider prior
to purchase. A property is an indivisible asset. Put simply, if you find yourself requiring
more income from the fund than the investment property can generate, you can’t (or it is
with great difficulty) sell off part of your house to get you out of deep water.
Don’t get us wrong, we do think SMSFs can be a good fit for those who accept they don’t know what they don’t
know and are prepared to seek advice. Those with prior investment experience and the know-how to diversify
their portfolios and manage risks can be well-suited. Without this kind of financial acumen, it can be a bumpy
landing without the safety net of experienced advisers.
Setting up an SMSF shows the DIY-er has plenty of foresight in terms of their retirement, but that long-term
planning doesn’t always extend to preparing for life’s unexpected events. Many commercial super funds
incorporate Total Permanent Disability (TPD) Insurance as well as Life Insurance, unfortunately, many DIY SMSFs
neglect to consider ongoing insurance protection once they cut ties with their public offer or retail super fund.
Moreover, they may not have appointed an enduring Power of Attorney, nor made provisions for the fate of their
fund in the event of their death or incapacity.
These are the types of considerations that are brought to the fore when SMSF trustees work with SMSF
specialists and other specialist advisers.
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Adopting a collaborative approach to your SMSF
Adopting a collaborative approach to your SMSF allows for a tailor-made investment strategy
that takes into account your current circumstances as well as your future goals and aspirations.
Combining the rigor of a committed trustee (who has the time to remain fully engaged in the
process) with the straight talk and guidance of a team of professionals asking timely and pertinent
questions, can potentially make for a more effective and flexible fund.
When it comes to the self-employed, a DIY SMSF can be extremely appealing given the ownership of business premises can
sit within your super fund. However, remember that with your different hats on you will be both tenant and landlord. How
will the recent budget’s superannuation proposals affect the future tax treatment on the sale of your business property and
should another ownership structure be considered?

The trouble with DIY super funds is that there is a lot to know about, and for inexperienced investors not knowing the right
questions to ask can leave them in strife. As is the case with all successful DIY-ers, it’s knowing when to call in the experts and
having the right tools in your belt.
Getting the decision right on whether to set up an SMSF is hugely important and the longevity of the fund should be
considered from the outset. Is the fund intending to be intergenerational or does it have a limited lifespan and will it be
wound up depending on age and health of trustees and members? It may be that the trustee responsibilities have become
too onerous or the cost of administration fees outweigh the benefits.
Whilst we have seen a number of funds wound up in recent months the process is a lengthy one so advice is to make sure that
the fund has a clear succession plan and is adding value based on the needs and objectives of the individuals deciding on
whether or not to go down the SMSF path.
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SMSFs with Eqeus

At Eqeus, we remain advocates of SMSFs as a suitable retirement vehicle though only for those
who are comfortable to undertake the trustee responsibility and to seek advice from qualified
professionals to support them in their roles as trustee.
As mentioned, we have seen a number of funds wound up in recent months. There have been a
number of reasons such as:

The sale of a
property asset

Poor health due
to old age

Administration
costs

As the property was sold the
investment strategy was able to be
replicated at a lower cost with no
trustee responsibilities.

This we believe will become a more
common reason to close a fund. Your
trustee responsibility does not diminish
with your capacity to manage and
therefore we have seen funds closed
where the burdensome nature of this
approach was no longer warranted.

With increased competition in the
marketplace and innovations in
administrative platforms functionality
enabling members to aggregate
accounts, take care of all administrative
functions whilst providing a similar
investment strategy with no trustee
responsibilities at a lower cost.

These are a number of reasons we see funds closed though we have also been reminded in recent times of the
flexibility that the SMSF strategy offers, particularly when members have both accumulation and retirement interests.
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SMSFs with Eqeus Continued
With the new rules coming into effect from July 2017 and the imposition of a Transfer
Balance cap of $1.6 million on retirement interests clients with more than $1.6 Million
can either reduce the amount below this cap by removing the excess amount from super
or rolling back to accumulation. In the retail and industry fund worlds this would require
having both an accumulation account and a retirement account and for a husband and
wife potentially four accounts.
Within the SMSF you can have one account which can help simplify and consolidate the
superannuation interests for which there can be clear benefits.
The fact will also remain that whilst people can achieve their retirement goals using an
industry fund or a retail offering, the SMSF approach appeals to those for the many reasons
listed earlier. Why do some people live in an apartment and others a freestanding house?
Both properties keep you warm and dry though the experience along the way will be
markedly different.

The Eqeus Way
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How we’re different: The Eqeus Way
The Eqeus Way is a partnership and it is personal. All of our client relationships
are based on trust and delivering a financial plan that reflects the real you and
helps you get ahead.
The Eqeus Way creates everyday freedoms, activating the life you’ve always
wanted and not just the life you have to have. While our financial knowledge
may be measured in the traditional financial planning terms of advanced
qualifications, years of experience and professional reputation, it is our
close interest in your values and goals that underlines what we do best.
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T H I S I S T H E E Q E U S W AY

Step 1. Understanding you

Step 2. Meeting

Step 3. Closing the gap

The complimentary consultation
provides an opportunity to discover
what you really wanted to achieve for
your financial future and in life. You
also get to know us better and decide
if we are the right fit for you.

We identify any gaps between what you
really want and where you are currently
heading. Eqeus helps to discover your
true goals for your financial future and
the thoughts and financial behaviours
that stand in the way.

Together we develop and propose
options and practical solutions that
can achieve an outcome that really
reflects your needs and goals. This
is not a one size fits all process and
we will work together to chose which
option best suits your family.
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T H I S I S T H E E Q E U S W AY

Step 4. Build a plan

Step 5. Action

Step 6. Review/Respond/Correct

In partnership with you we develop
a solid financial plan specific to your
chosen model and one that truly reflects
your individual needs and situation.

As your partner, we lead and
coordinate the implementation of
your plan, together with all necessary
financial and legal partners. We set up
the right structure and firm foundation
to get you ready for retirement.

We will continue to monitor your situation
and chosen plan to ensure that any evolving
changes and opportunities are handled in an
accurate and timely manner –
we’re with you for the long haul. We set
benchmarks and tracking as well as providing
regular snapshot reports to keep you on track
for your financial journey.
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Build a Healthy Financial Future – Contact us
Contact the professional team at Eqeus today to arrange your complimentary
consultation. Let’s sit down and talk about how to best manage your own SMSF.
We have a deep understanding and experience in working with trustees setting up
and managing SMSFs. Eqeus can help you to structure and manage your fund to
achieve the very best possible life for your family; today and into the future.

w www.eqeus.com.au
e info@eqeus.com.au
p 02 9210 7200

