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Self-Managed Superannuation Funds 

Overview 

Self-Managed Superannuation Funds (SMSFs) offer 
greater control and flexibility than public offer super 
funds and are a useful vehicle for people seeking to 
actively manage their superannuation benefits. 

FMD’s Financial Advice service covers the major 
financial planning facets across the 6 pillars of advice 
and your FMD Financial Adviser will be able to assist 
you with ongoing advice in relation to the strategic 
aspects of your SMSF. As a complement to FMD’s 
advice expertise, we have also partnered with a 
specialist SMSF administrator to deliver efficient and 
cost-effective administration of your self-managed super 
fund. 

Main Advantages 

Some of the advantages of an SMSF include: 

• More control of investment strategies and underlying 
investments; 

• Greater tax planning opportunities exist, as the tax 
within the fund can be reduced by selecting a tax 
effective mix of investments; 

• The costs associated with running a SMSF are 
usually fixed, in comparison with the costs 
associated with public offer funds which are often 
calculated as a percentage of your assets; 

• SMSFs can perform all major superannuation 
functions including accepting new superannuation 
contributions, accommodating rollovers and paying 
retirement income streams. 

Investment Control 

The primary motivation for members in setting up an 
SMSF is generally the desire for investment control.  
The requirement that all members must be trustees of 
the fund means the control of the fund is shared 
between the members of the fund. 

This allows members of an SMSF to select specific 
investments and potentially tailor their own investment 
strategies. The investor has a high degree of control 
over the investment portfolio, which may include direct 

investments (for example, shares and property) or 
managed funds (retail or wholesale). 

In contrast, public offer fund members have little control 
over specific assets and it can be difficult for them to 
obtain up to date and specific investment information 
regarding the assets of the fund. 

The investment strategy of an SMSF can be changed 
from time to time, to suit changing circumstances and to 
take advantage of any current investment opportunities. 

It is also possible for an SMSF to invest in unusual 
assets, such as artworks or paintings, vintage cars, 
livestock or even wine (restrictions apply). 

Note that SMSF trustees are not confined to investing in 
any particular asset or asset class when funding lifetime 
or fixed term pensions. The trustee may invest in growth 
assets if it so chooses, provided it is part of a properly 
considered investment strategy and no investment laws 
are breached. 

Estate Planning Advantages 

The two most important documents that deal with your 
estate are your Will and the trust deed of your 
superannuation fund.  Whilst it is important that your Will 
has adequate provisions for a testamentary trust, the 
trust deed of a superannuation fund will determine how 
the trustee can pay a death benefit. 

An SMSF can have its trust deed designed to provide 
maximum flexibility when dealing with your 
superannuation in the event of your death. Therefore, it 
is very important to check the provisions of the deed. 

A good estate plan can provide peace of mind to you 
and minimise complications for your beneficiaries as it 
will ensure that ownership and control of your assets 
pass to the intended beneficiaries in the correct 
proportions. It also ensures they are passed in a way 
which results in the least amount of tax being imposed 
and which protects those assets should a beneficiary be 
involved in any legal difficulties i.e. bankruptcy or a 
divorce. 

Strategies are available using both testamentary trusts 
and superannuation to protect assets and reduce the tax 
payable on income earned from those assets. Wills can 

http://www.financialplanningguide.com.au/public/redirect.jsp?id=48485
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Self-Managed Super Funds (continued) 

also be drafted to limit control of assets and the time at 
which a person will inherit those assets. 

Flexibility 

SMSFs are a flexible and adaptable retirement savings 
structure, which can be tailored to suit the specific needs 
of all its members.  It can also be designed to last many 
lifetimes and future generations. 

An SMSF can receive contributions, either in the form of 
money or assets, as well as ETP rollovers. 

SMSFs can also be designed to pay retirement or death 
benefits in the form of one or a combination of: 

• Cash lump sum; 

• Pension or; 

• Asset (in-specie). 

The trust deed can be designed to facilitate all strategic 
options, which can potentially cover the retirement and 
estate planning needs of a whole family, not just one 
member. 

The trustees of the fund have a wide range of 
investment options including shares, direct property, 
term deposits, ETFs, bonds and managed funds from a 
variety of fund managers. 

Moreover, an SMSF has the ability to borrow to invest 
using Limit Recourse Borrowing Arrangements (LRBA).  

Strategic Capability 

High net worth investors may also be more attracted to 
SMSFs than public offer funds, due to their ability to 
deliver a broad range of taxation and estate planning 
strategies. These benefits include: 

• The ability to significantly reduce tax on 
contributions and earnings via the effective use of 
franking credits; 

• No loss of capital for lifetime or fixed term defined 
benefit pension members in the event of their death; 

• The flexibility to utilise existing reserves of an SMSF 
for a variety of purposes;  

• The ability for small business owners to link the tax 
concessions of superannuation with their business 
and family objectives; 

• The ability to make in-specie contributions, transfers 
& payments; 

• Access to a CGT exemption in converting assets 
from the accumulation phase of superannuation, to 
the pension payment phase; 

• Multiple reversionary beneficiary options for certain 
SMSF pensions; and 

• The SMSF trustee may have the flexibility/discretion 
over the form and manner in which benefits can be 
paid. 

Whilst a public offer fund may provide some of these 
benefits, it is unlikely they could provide all these 
options, whereas an SMSF could be designed to 
accommodate all of these strategies. 

Disadvantages 

The following could be seen as potential disadvantages 
of operating an SMSF: 

• Due to size, it is likely that most SMSFs will not be 
able to diversify their assets to the extent that larger 
public offer funds can; 

• The decision making and ultimate responsibility 
rests with the trustees (who are normally the 
members); 

• Responsibility for the completion of all relevant 
administrative and compliance tasks (in a public 
offer fund, these tasks are completed for you). 

As noted above however, your FMD adviser is able to 
assist you with ongoing advice in relation to the strategic 
aspects of your SMSF and we also offer an SMSF 
service to deliver efficient and cost-effective 
administration of your self-managed super fund. This 
support enables you to focus on building and managing 
wealth without the headache of managing time-critical 
compliance and administrative requirements. 

Maximum Number of Members 

Prior to 1 July 2021 SMSFs were limited to a maximum 
of four members.  Legislation has been passed, 
applicable from 1 July 2021, to increase the maximum 
membership of an SMSF to six members. 

Trustees 

Every superannuation fund must have a trustee. The 
trustee is responsible for ensuring that the fund is 
properly managed. 
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Self-Managed Super Funds (continued) 

You can elect to have individuals as the trustee/s of the 
fund, alternatively you can set up and elect a company 
as trustee (i.e. a corporate trustee). 

Trustees are responsible for: 

• Formulating an investment strategy; 

• Investing the assets of the fund in accordance with 
the trust deed and an investment strategy; 

• Keeping proper records; 

• Lodging annual returns with the regulators; 

• Ensuring that benefits are paid correctly;  

• Ensuring investments being held on arm’s length 
basis; 

• Ensuring the fund complies with the Superannuation 
Industry (Supervision) Legislation (SIS Act) 

Individual trustee 

The following needs to be considered for individual 

trustees in an SMSF: 

• For multi member SMSFs, each trustee must be a 
member of the SMSF and each member of the 
SMSF must be a trustee; 

• For single member SMSFs, the member is one of 
only two trustees, one of whom is the member and 
the other is a relative of a member or one of two 
trustees, and the member is not an employee of the 
other trustee; 

• In a single member SMSF, while the SMSF only has 
one member, the member cannot be the sole 
trustee. The member has to find another person to 
also act as an individual trustee.  

• Appointing an individual trustee is the cheaper 
option than having a corporate trustee as no 
company set up costs nor annual AISC company 
fees will occur. 

Corporate trustee 

The following needs to be considered for corporate 

trustees in an SMSF: 

• For multi member SMSFs, each director of the 
corporate trustee must be a member of the SMSF 
and each member of the SMSF must be a director 
of the corporate trustee; 

• For single member SMSFs, the member is the sole 
director of the corporate trustee, or one of only two 
directors of the corporate trustee and the member 
and the other director are relatives, or one of only 
two directors of the corporate trustee and the 
member is not an employee of the other director; 

• A corporate trustee provides a clear separation of 
SMSF assets and personal assets, which could be 
important for asset protection purposes. For 
example, if an individual trustee is personally 
undergoing bankruptcy proceedings, assets that are 
registered in their name are at risk, therefore the 
SMSF’s assets may be called into question. 

• Corporate trustees should not be used for any other 
purpose and should not hold other investments. This 
maintains clear separation of investments and 
responsibilities. 

Please note: As SMSF assets are registered in the 
name of the trustees, a corporate trustee may reduce 
administration and expenses if there is a change to the 
trustees, e.g. there are new members to the SMSF, one 
member dies or no longer wishes to be a trustee or 
becomes disqualified from acting as trustee (e.g. 
declared bankrupt). With a corporate trustee, you simply 
remove the outgoing director and you do not need to 
change the ownership registration of investments.  
However, with individual trustees you will need to 
remove the outgoing trustee’s name from all of the 
SMSF’s assets, this may involve contacting investment 
managers, platforms, share registers, titles office, ATO 
etc. to arrange the change.  

Trust Deed 

An SMSF is governed by a trust deed. The trust deed 
sets out the rules of the fund. To establish an SMSF, 
you will need to obtain a trust deed. Your FMD adviser 
or a solicitor can arrange to provide you with a trust 
deed that confirms the existence of the trust and 
establishes the fund’s rules.  The deed needs careful 
drafting to achieve the fund’s objectives. It must be 
dated and properly executed, and may deal with issues 
such as: 

• Who the trustees are; 

• How they are appointed or removed; 

• Their powers; 

• Eligibility for membership; 
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Self-Managed Super Funds (continued) 

• Conditions for accepting contributions and paying 
benefits; 

• Winding up procedures. 

Investment Strategy 

One of the most important responsibilities of SMSF 
trustees is to create and implement an investment 
strategy for their fund.  An investment strategy must: 

• Take into account the likely returns from the 
investments, with regard to the fund’s objectives and 
expected cash flow and liquidity requirements; 

• Be appropriately diversified; and 

• Ensure that the fund can pay benefits and other 
costs as they become due. 

The investment strategy must outline the specific 
investment objectives of your SMSF, and the investment 
approach that you will take to achieve them. 

The importance of implementing an investment strategy 
and then regularly reviewing it to ensure that it is still 
appropriate should not be underestimated. It may affect 
the lifestyle you enjoy in retirement. 

Establishment 

Care should be taken with the establishment of an 
SMSF.  We recommend that you discuss this with your 
FMD adviser who can assist and guide you through this 
process. 

Costs 

The initial costs of establishing an SMSF may include 
the preparation of the fund’s trust deed, the engagement 
of a corporate trustee (if required) and the preparation of 
the fund’s investment strategy.  Ongoing costs may 
include accounting and auditing fees and the cost of 
preparing annual tax returns for the fund. 

These fees should be disclosed by the service provider 
that you engage to establish your fund and should be 
carefully considered prior to establishment. FMD itself 
offers a very competitive low cost SMSF Administration 
Service. Please contact your FMD adviser for further 
information about this. 

Regulations & Penalties 

You should be aware that there are numerous 
regulations that apply to the operation of an SMSF and 

that severe penalties can apply for breaches of the 
superannuation rules. 

Regulations include tax registrations and ABNs, the 
keeping of trustee minutes, the preparation of a trust 
deed and the design of an investment strategy.  There 
are also numerous compliance requirements that need 
to be adhered to. 

The penalties for not satisfying these rules include fines 
and can result in your fund being deemed ‘non-
complying’, in which case your SMSF could be exposed 
to tax at the top marginal tax rate. 


