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Running a do-it-yourself (DIY) or self-managed superannuation

fund (SMSF) is the preferred way to save for retirement for a large

and rapidly growing number of Australians. The Self-Managed Fund

Professionals Association of Australia (SPAA) said in August 2012

that there were 403,000 separate self-managed funds at last count,

and these funds had assets worth almost $350 billion in total. That

is almost one-third of all the money invested in superannuation

funds in Australia. 

A key definition of a self-managed fund is that an SMSF must have

fewer than five members, and all of the fund members are also

trustees. The trustees – and therefore the members – are

responsible for, and have total control over (within the bounds of

legislation), how the fund operates. That includes to whom the fund

pays benefits, when, and where the fund invests its money. 

A major reason for the growing popularity of self-managed super

funds (SMSF) is the level of investment freedom they offer. With an

SMSF, you can create your own investment strategy and select

from a broader range of investments.

Other advantages include potentially greater tax and estate

planning flexibility and the opportunity to set up one fund for up to

four people.

There are many good reasons for setting up a self-managed

superannuation fund. There are also some good reasons not to. It

pays to go into the exercise with your eyes open to avoid a

situation further down the track where you might discover the time

and effort required to run your own fund is greater than you

expected. 



You can establish your own investment strategy and directly control where and

how your super is invested. You've also got the flexibility to create an

investment strategy that addresses all fund members' combined or unique

needs.

 Top of the list of the reasons for setting up an SMSF is “control”. That’s the

reason most often given in research and surveys for why people want to set up

their own super fund. More specifically, people who set up an SMSF are

attracted to the idea of controlling their fund’s investments. It’s not difficult to

see why greater control is so appealing. In the past, superannuation funds

managed by so-called “professional” fund managers have performed quite

poorly. Partly, that reflects the state of the markets in which the funds invest,

rather than a lack of skill on the managers themselves. Even so, if you’re a

member of a large fund that has a “one-size-fits-all” approach to its

investments, you might find yourself locked into an investment mix you do not

like. Even the advent of investment choice – which gives members of a fund the

choice of several different investment options and strategies – has not

completely solved this issue. 

 

 Why self-managed super?

SMSFs can offer several features and benefits generally

not available with other super arrangements.

 More investment control1.



There’s also a question of cost. Depending on how big an SMSF is, it might be

cheaper to run and administer it for yourself, even after you’ve paid for the

services of a range of experts to help (such as accountants, lawyers and

auditors). 

Generally speaking, such costs tend to be fixed, so the bigger the size of the

SMSF, the smaller the cost is as a percentage of it. There comes the point when

the cost of an SMSF might be less than the cost of belonging to a “public” fund. 

The trade-off for greater control is greater responsibility. In a self-managed

fund, all members of the fund are trustees. It is the trustees’ responsibility to

make sure that at all times, the fund is run legally and complies with all

regulatory requirements. That responsibility can’t be delegated; even if you

take advice from a range of experts (a course of action highly recommended),

you cannot outsource responsibility. The penalties for getting it wrong can

range from fines to loss of tax concessions to jail. 

Running an SMSF effectively, therefore, can be time-consuming. An SMSF

might not be a suitable option for you if you’re not prepared to put in a fair bit

of time to learn about superannuation and put in the hours required to run a

fund. But the rewards for running a fund, and running it well, are significant. As

well as an opportunity to maximise the financial benefit you receive in

retirement, there’s the satisfaction of a job well done and the peace of mind

that comes from being in control.

2. Cost Control



3. More investment choice

You can select from a wider range of investments, including: 

•all listed shares anywhere in the world

•unlisted shares 

•derivatives, currency and related exchange-traded funds

•cryptocurrency and blockchain assets

•residential and business property, and

•Collectables such as artwork, stamps and coins. 

In effect, an SMSF can invest in almost ‘anything’ – provided that the focus of

the investment is to obtain something that will increase in value and provide

returns to the members at retirement. The key motivation of any investment

selection must be that ‘it grows in value over time and makes the fund money

that will be used to provide the member with a pension or a lump-sum

payment at retirement. So, this means that any investment or asset purchased

by the fund CANNOT be used or provide a benefit to the member while they

are still working. (e.g. you cannot buy artwork in the name of the fund and then

hang it in your lounge room at home. Nor can the fund buy a holiday home

down the coast and you use it on the weekends – even if you ‘pay’ for the use

of it)

 

4. One fund for the family

If you set up a fund for yourself and up to three family members, you could: 

• consolidate your super balances (and hence save on the administration costs

incurred over several funds and members accounts)

• invest in assets of higher value 

• achieve greater estate planning flexibility, and

• reduce costs.

 



With SMSFs, you can: 

• take greater control over the timing of tax events, such as when capital gains

and losses on assets are realised. (Many people do not realise that with an

industry fund, a member pays tax on the growth of an investment even if it has

not been sold. With an SMSF, this does not occur)

• transfer certain assets directly into your fund by making 'in specie'

contributions, where investment earnings will be concessionally taxed, and 

• use your super to start a pension potentially without triggering capital gains

tax. Also, if a member dies or becomes disabled, the fund can claim the future

service element of the benefit as a tax deduction and offset current and future

fund tax liabilities.

SMSFs can buy assets such as shares and property by using cash in the fund

and borrowing the rest. This can enable the fund to acquire assets it currently

doesn't have enough money to purchase outright. Some specific rules and

structures are used for this purpose. If you want to discuss this area, please feel

free to call us and discuss this in detail.

5. Borrowing to make larger investments. 

6. Tax savings



Insurance, in the form of life insurance, trauma, disability and even income

protection insurance, can and is usually included within the superannuation

fund environment. And while many industry funds offer good and relatively

low-cost insurance policies as part of their profile, the level of cover can often

be limited by the rules of the fund (or little advice and assistance are given to

members to identify a suitable level of insurance cover.) 

 

Put it this way, in over 30 years of advising on taxation and investment matters;

I have never seen an industry super fund with a million dollars of life cover for a

member – which anyone with a home mortgage and dependants would usually

consider as being a minimum life cover requirement. By utilising an SMSF and

obtaining good financial planning advice, you can ensure that your family are

protected in a tax-effective manner. Within an SMSF scenario, I have seen life

insurance policies for over $3 million cover, giving a high level of security to

dependants, and a ‘floor’ to the investment profile of the fund (i.e. if something

tragic happens to the member before the investment strategy has had the time

to bear fruit, the member’s dependants are suitably covered)

 

You can arrange for your SMSF to take out insurance for you and other

members. By doing this, you may benefit from some upfront tax concessions

when making super contributions or fund the premiums without affecting your

cashflow. (I have seen some clients save tens of thousands of dollars p.a. in

cost by placing their life insurance policies within their super funds instead of

paying for this from their own incomes)

 

7.  Cost-effective insurance



Just like other super funds, if you have an SMSF: 

• you may be able to make additional contributions from your pre-tax salary or

claim your contributions as a tax deduction

• Investment earnings are generally taxed at a maximum rate of 15% and capital

gains at a rate of 10%

• There’s no tax on investment earnings if you use your super to start a pension

investment

• You won't pay tax on lump sum and pension payments received at age 60 or

over, and

• Your fund can arrange cost-effective Life and Total and Permanent Disability

insurance.

8. Greater estate planning certainty and flexibility

You can nominate which of your 'dependants for superannuation purposes'

you'd like to receive your benefit in the event of your death without having to

meet some of the constraints that apply to other super arrangements.

The use of binding nominations means that you can choose who is to receive

your super payout in the event of death, and this can be organised completely

separately from the rest of your estate.

9. Other super benefits   



While running an SMSF can give you greater control of your super and

retirement savings, it's a big commitment.

All members are generally required to be fund trustees and vice versa. This

means you are responsible for meeting a range of legal and administrative

obligations, and penalties may apply if you don't perform your duties.

Also, to make running an SMSF a cost-effective exercise, you and your fellow

members will typically need upwards of $100,000 in super. This is based on the

usual annual costs of operating a fund, compared with the fees charged by

industry and retail super funds. But, the control and ability to choose your

fund's investment and insurance profile is, for many people, of far greater

importance than the ‘fees saved’. And, if – as is common – the returns

generated are better within your fund than from an industry fund, the ‘cost’

argument is quickly eliminated.

One counterargument I have seen put to the ‘minimum balance’ argument is

this – what is the level of return that you are getting from your existing super

investments? And how much are you being charged? If you can set up an

investment strategy that gives you a larger return – net of costs incurred – then

you can afford to set up the fund regardless of the balance you start with. This

is a compelling argument, but you need to have a level of self-confidence in

your strategy and have a solid strategy and commitment to see it through!

e.g. $50,000 held in an industry fund, earning 6%, with a cost base of 0.7%

Earnings would be $3,000 less costs of $350 = net return of $2,650. If instead

the funds were in an SMSF, and earned 10% (say fully franked dividends plus

capital growth) and cost $1,500 in running costs = $5,000 earnings less $1,500

costs - $3,500 net return. Net gain of $950 or almost 2% better return.

I have seen many funds started with a far lower initial level that would be as

cost-effective as if the funds were held in an industry fund. The overriding

factor being the investment choices made and the level of contributions made

by the members over the first few years.

Is an SMSF right for you?



What we can do for you.

 Set up the super fund.

Ok, so as we have shown above, setting up and running an SMSF can be

worthwhile, but it can also be complicated… so this is what we can do for you. 

Here are the steps that would be involved – and who manages what!

 

1.

 

We liaise with you, identify the fund members, and set up the fund and the

trustee arrangements - i.e. in your own names, or do we set up a company as

trustee – with all members becoming directors of the company. This is the

recommended option, especially if you consider investing in property as an

asset class and looking to borrow for investment.

 

As part of this, we set up all the relevant registrations with the ATO, ASIC etc.

and set up a bank account to take deposits and rollovers for the fund, using a

Cash management account, so all funds held are earning interest in the fund.

 

We also set up a simple online accounting system for the super fund to help

you keep track of the fund's income and expenses and make the process of

year-end reporting to the ATO and APRA and the fund's auditors simpler.

  2. Rollover funds

We work with you to arrange the rollover of existing superannuation funds into

your new SMSF. Our Private Wealth Directors will assist you with this process

and ensure that appropriate levels of insurance cover are held within your fund.

If on review, we find that an existing life insurance policy held within the

existing funds are superior to what the market can offer, we will make

arrangements to maintain that policy coverage for you and ensure that the life

insurance put in place is tailored to your needs, rather than being a ‘general’

type of policy.

 3. Investment Strategy

 

As part of this process, we will also discuss the fund's investment strategy and

minute this strategy as required by APRA and the ATO.

 

 4. Implementation  

We then work with you to implement the investment strategy and assist you

with any general queries you have regarding various investment options.

Where advice of an investing nature is required, our Private Wealth director

will advise and assist. We can also source suitable assistance and advice in

areas like property investment selection and purchase and bank finance for

these areas.



Setting up the super fund will take around 2 – 5 days. Simply fill in the details

on the attached form and send it to us, and we will do the rest.

On set up, we will arrange for you to come in and sign off the related

documents and meet our Financial Planning Associate to discuss the fund’s

investments, arrange the rollover of existing funds, and get the process

underway concerning the review of your insurance cover.

Rollovers can take from 14 – 28 days and depend on having all the relevant

information to make a complete application. So, please ensure that you have up

to date information on your existing super fund holdings and bring them to

your meeting.

 

We will also set up the accounting records system for your fund and show you

how this all operates to make it simple to keep track of your activity.

If you are undertaking investment processes, we will assist with the processing

of your investment paperwork and liaise with them to get the investments

underway. Similarly, we can liaise with selected banks to arrange finance for

property purchases, as well as make arrangements for the purchase of quality

investment properties for your fund. The timeline for this depends on the type

of property, the construction period etc.

 

 5. Review and Monitor 

We can meet with you periodically to review the activities of the fund,

investment results and accounting and taxation matters to ensure that you are

on top of the process;

 6. Annual Reporting

At year-end, we will prepare the fund's annual accounts, arrange for an annual

audit, and lodge these returns with the ATO.

 7.  Ongoing Monitoring

On an ongoing basis, we will assist you with the super fund and its activities

and ensure that year on year, this process is a smooth one for you.

How long will this all take to put in place?



And how much will this all cost me?

At Fiscal Artisans, we have established a cost-effective solution for your

SMSF's set-up and ongoing management. 

The initial set-up costs for a fund with a corporate trustee (our generally

recommended structure) is $1,100 inclusive of GST.

Annual running costs – including the fund's annual audit - range from $880 to

$1,980, depending on the complexity of the fund. Generally, a fund will hold no

more than 5 – 10 different investments, and hence the annual cost, including

the audit, is below $1,800 p.a.

If a borrowing arrangement is put into place (e.g. where a property is

purchased and the fund obtains bank finance to complete the purchase),

additional set-up fees will be incurred. This generally is around $1,900 on set

up, with a minimal adjustment to the ongoing annual costs.

As part of the annual service, we will also provide a free annual review of your

investment strategy and insurance policies to ensure that these are operating

effectively for your needs.



For further information, please

contact:

 

Stuart Smith CPA – Director -

Business Services & Tax 

 



REQUEST TO ESTABLISH A SELF-MANAGED 

SUPERANNUATION FUND

Please establish a new Self-Managed super fund for me/us with the 

following details (select one):

Type of fund Select option Cost of set up

Standard SMSF 

(individual as trustees)

 Standard SMSF with sole

purpose trustee Company
$1,100

$500

Fund Name: (note, if

company is set up, this

name will be used for the

trustee company as well)

 

Superannuation

Fund

 



PROPOSED FUND MEMBER DETAILS
Note: A self-managed fund is limited to four members or less and ALL

members must be trustees as individuals or as director/s of a company trustee.

Full Name (Mr/Mrs/Ms/Miss) ________________________

 

Home Address ___________________________________

____________________________________

 

Telephone Number ________________________________

Email  ______________________________

 

Date and place of Birth   ____/_____/_____    Place of Birth: ____________

Occupation _________________________________

Tax File Number. _____________________

Individual Trustee  o          Or        

Director of Trustee Company o
 

 

Full Name (Mr/Mrs/Ms/Miss) ________________________

Home Address ___________________________________

____________________________________

Telephone Number ________________________________

Email ______________________________

Date and place of Birth ____/_____/_____     Place of Birth: ____________

Occupation _________________________________

Tax File Number. _____________________

Individual Trustee o Or 

Director of Trustee Company o

Note: if more than 2 members (4 maximum), please add the additional member

details to this application as per the above

 



ROLL OVER OF EXISTING SUPERANNUATION FUNDS

 

To assist you with rolling over your existing super funds, please attach a copy

of your most recent annual or half-yearly super fund statements to this

application. We will then contact you to discuss the process of rolling over

your existing accounts to your new fund.

 

ANNUAL COMPLIANCE & SUPPORT

 

I agree that Fiscal Artisans is to provide this service for the fund on an

ongoing basis. 

Yes / No

 

Fiscal Artisans will confirm the Annual Administration Tax and audit fees on

completion of the preparation of your fund.

 

DELIVERY & BILLING INSTRUCTIONS

 

Pick Up ___ Post ___ Courier ___ (Courier charges will be in addition to

scheduled fee) 

Address for delivery of documentation:

 

 ________________________________________________________________

 

_______________________________________________________________

 

Invoice to:______________________________

Bank Account / Credit card details for payment: 

Payment method: Credit Card / Eftpos / Direct Debit Name on Account /

Card

Account / Card number:  BSB  _______       

Account / card no:   ___________________________                     

For credit card: Exp date ____ / _____ CCV _______                   

Card type Visa / MasterCard / AmEx

 

NAME & SIGNATURE OF PERSON AUTHORISING ESTABLISHMENT OF FUND

 

 

Name: ______________________________________

Signature: ___________________________________

 

Date: __________________________________

 
Please complete these details and forward them to Fiscal Artisans via either of the following

options:

Post to: Fiscal Artisans P O Box 493 Williamstown, Vic 3016

email info@fiscalartisans.com.au

mailto:email%20info@fiscalartisans.com.au


Individual members

– 1 – 4. Must also be

trustees of the fund.

Super Fund Structure Chart

Individual trustees

or Pty Ltd

company, with

members of fund as

directors

Self-Managed super

fund

Holds investments – shares in

listed and unlisted companies,

Property (via bare trust if

borrowing), Collectibles, Managed

funds, etc. Also insurance policies

on behalf of members.

Bank loan – held by

fund, secured

against property

Borrowing entity – Pty

Ltd Company.

Directors will also be

trustees of the super

fund

Bare Trust Holds

property assets

while borrowing in

place


