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What is an SMSF? 
 
 
A self-managed superannuation fund or SMSF is a small superannuation fund 
established for only one to four people. It is controlled by its members, who 
must also act as the fund’s trustee(s). Control is kept in the hands of the 
members, and those members, as trustees, decide how the fund will operate 
and what types of assets the fund will invest in.  

As at March 2014, there were over 528,000 SMSFs in Australia and their 
trustees controlled $550 billion-plus in assets.  

If you set up an SMSF, you're responsible for running it in accordance with 
superannuation, taxation and other laws, and reporting to the regulator (the 
ATO) on its operation – although there are slightly simplified reporting and 
regulatory requirements compared to other superannuation funds. 

As long as those laws are followed, SMSF members can access a number of 
benefits and advantages that are not practically available through other types 
of superannuation fund.  
 
 

Who is (and isn’t) it designed for? 
 
 
So, an SMSF is best suited to those people looking for maximum control over 
their superannuation assets, and who are also willing to work at managing 
their investments and accept the regulatory responsibilities placed on trustees. 

Many people establish an SMSF to take advantage of strategies that can 
minimise tax and maximise net retirement benefits, and to utilise the flexibility 
of the SMSF structure to access certain estate planning strategies that may 
not be available through the use of other types of super funds. SMSFs offer 
particular advantages to small business owners, high net worth individuals, 
and those that like to invest directly in property. 
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There are a number of questions you should ask yourself to determine if a 
self-managed super fund is the right way to go to save for retirement: 
 

 Do you want to control your fund’s investments and have the time, 
interest and financial knowledge to do so?   

Alternatively, do you have access to good professional investment advice to 
assist with this? 
 

 Are you prepared to use the fund strictly for retirement benefits?  

Super funds can’t provide current day benefits to members – the assets in 
there are generally locked away until retirement or at least age 55. 
 

 Do you have at least $150,000 to $200,000 to invest in your SMSF 
across all the members, or can you rollover this amount from other 
super funds? 

Because there are a number of fixed costs involved in running a fund, they are 
usually most cost effective when the total fund balance exceeds around 
$200,000. However, if an SMSF with a small balance and therefore higher 
than average costs is producing higher than average results, then there may 
be little detriment to the fund members. If you are considering setting up an 
SMSF with a lower starting balance, you need to consider the ongoing 
administration costs, and how quickly you can build up that balance.  
 

 Are you comfortable with how switching to an SMSF will affect your 
current super situation, especially in relation to insurances that may be 
included within existing super funds? 
 

 Do you have the time, the interest and the ability to establish and 
maintain a fund in accordance with all the rules and regulations, or are 
you prepared to access professional assistance to do this? 
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If you answered ‘yes’ to all these questions, then an SMSF is probably right 
for you.  
 

The main (dis)advantages of holding an 
SMSF versus a normal retail or industry fund 
 
 
There are many advantages unique to self-managed super funds. These 
include: 
 

 Control; 

 Increased investment flexibility; 

 Taxation and estate planning advantages; and 

 Potentially reduced administration costs (which can help to provide 

better overall performance than other types of funds). 
 

Control 
 
An SMSF provides the maximum control over your superannuation, allowing 
you to decide how the fund is to operate. You, as member and trustee, decide 
on what your fund allows and what happens with your superannuation benefits 
– as long as you stick to the rules.  

For example, you get to decide the form in which retirement benefits are taken 
(e.g. as a pension, a lump sum or a combination) and whether you want to be 
able to pay death benefits as pensions. You can also choose the type and 
level of personal insurance cover you require and have the premiums paid by 
your fund. 
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Increased investment flexibility 
 
Increased investment flexibility means SMSF members can choose exactly 
where their retirement savings are invested, with options including listed 
shares, bonds, listed investment companies, exchange traded funds and – 
unlike in retail and industry funds – less common investments such as unlisted 
trusts and shares, artworks and direct property (even utilising borrowing if 
certain rules are adhered to). It also allows members to buy assets they might 
otherwise not be able to afford (such as their business premises) by pooling 
their superannuation savings. 
 

The flexibility and control afforded to SMSFs allows members to actively 
manage their investments and quickly adjust their portfolios as markets 
change. Estate planning advantages include much greater control of how 
death benefits are dealt with, both in the sense of who will receive the benefits 
and whether benefits will be paid as a lump sum, pension or both. In a public 
offer, corporate or industry fund, an unrelated/un-associated trustee will 
usually determine one or both of these things. 
 

Taxation and estate planning advantages 
 
Taxation advantages arise from the control over investment decisions, which 
can utilise benefits such as franking credits and tax deductions, and from the 
ability to manage the fund structure. An example of this is the ability to hold 
onto assets increasing in capital value, from the contributions stage right 
through to retirement and drawing a pension. If assets are sold in pension 
phase, there is no CGT (Capital Gains Tax) payable on the capital gain that 
accrued over the whole period since it was acquired. 
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Potentially reduced administration costs  
 
This is another key advantage: costs are generally a function of scale, so the 
greater the value of assets in an SMSF, the smaller the proportionate cost. As 
a number of costs are fixed, funds with small balances may not be so cost-
effective. 
 

But in considering the advantages of an SMSF, we must also appreciate that 
there are some disadvantages to self-managed superannuation. 

With control comes responsibility, and the penalties for deliberately not 
performing your trustee duties or simply getting it wrong can be significant. 
The best way to address this risk is by taking advantage of a reliable, 
knowledgeable administration service, such as Intelligent Super (ask us for 
more information). 
 

In SMSFs, members are making their own investment choices which have 
historically resulted in better overall returns in badly performing markets, but 
not so great returns in well performing markets. This is where personal 
financial advice becomes very valuable. 

And whilst being your own trustees allows increased estate planning options, 
it can also make things very difficult in the event of a relationship breakdown 
when spouses or family members are members and trustees of the same 
fund. 

Setting up an SMSF is relatively straightforward. The main cost is the 
establishment of the trust deed, which will depend on the complexity or 
specific tailoring required. Generally, you get what you pay for, so it is worth 
paying for a quality deed because it sets the rules and parameters for the 
operation of the fund going forward.  
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SMSFs can have individual member trustees or those members can set up a 
trustee company. If you are using a corporate trustee structure, which is the 
ideal structure, then you will also pay incorporation costs. In the long run, 
these costs are usually more than recouped by the reduced administrative 
complexity of a corporate trustee. Some service providers will bundle these 
activities as a package and in most cases, you will pay less than $2,000 to 
establish the fund. You may also need to pay for the preparation of the fund’s 
investment strategy from your Financial Adviser or other provider.  

Once your SMSF is established, the ongoing costs are really up to you as the 
trustee. You can do as much as you want or have the capacity to do, or 
outsource most of the tasks to service providers (such as your Financial 
Adviser, Accountant and SMSF administration service). You should note that 
while you can outsource services, you can’t outsource your ultimate 
responsibilities as trustee.  
 

Potential ongoing costs can be broken down into three categories: 
 

1. Mandatory costs such as bank account fees, audit fees and the ATO 
supervisory levy; 

2. Administration and accounting fees, which would cover tasks such as 
record keeping, preparing financial statements, member statements and 
tax returns, tracking investment performance and taxation advice 
matters; and 

3. Investment and strategy advice; the amount you pay in relation to 
investment and advice fees will depend on whether you seek 
professional advice and also whether you invest in professionally 
managed investments such as managed funds and exchange-traded 
funds, or direct investments such as listed shares. 
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As a trustee of an SMSF, what are your 
responsibilities? 
 

 
 
The Trustee's duties are governed by the Superannuation Industry 
(Supervision) Act 1993 (otherwise known as SIS), the Income Tax 
Assessment Act and the fund’s trust deed. The regulator for SMSFs is the 
ATO, who oversee trustees’ compliance with the rules.  

Trustees must fulfil these duties in order for their SMSF to remain a complying 
fund which is eligible to receive favourable tax treatment. 

At the very broad and fundamental level, trustees are required to: 

 Exercise the skill and judgement of an ordinary prudent person when 

handling the financial affairs of another person; 

 Act in the best interests of all members and their beneficiaries; 

 Meet the requirements of SIS; 

 Maintain records and meet ATO requirements; 

 Comply with investment restrictions; and 

 Act honestly in all matters concerning the fund. 
 

There are four major steps involved in establishing an SMSF: 

1. Obtain a trust deed and establish a trust; 

2. Elect to be a regulated fund, obtain a tax file number and an Australian  
business number (ABN) for the fund; 

3. Prepare an investment strategy; and 

4. Open a bank account. 
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In addition, all new trustees (and directors of corporate trustees) of an SMSF 
are required to sign a declaration within 21 days, which aims to ensure that 
new trustees (or directors of corporate trustees) are aware of their duties and 
responsibilities. 
 
 

The ongoing responsibilities of a trustee include: 

 Making sure the purpose of the fund is to provide retirement benefits 
to members, or to their dependants in the case of a member’s death; 

 Implementing the investment strategy and making investment 
decisions with respect to superannuation and tax laws; 

 Accepting contributions and paying pension or lump sum benefits as 
required and permitted; 

 Ensuring an approved auditor is appointed for each income year; 

 Undertaking administrative tasks such as lodging annual returns and 
record keeping; 

 Keeping the SMSF’s money and assets separate from other 
personal or business assets; 

 Allowing beneficiaries access to certain information about the SMSF; 
and 

 Making sure new trustees sign the trustee declaration. 
 

What happens if you fail in your trustee duties? 
 
As a trustee of an SMSF, if you fail to act in accordance with the super and tax 
laws, you risk: 

 Your SMSF becoming non-complying and losing its tax concessions; 
this will result in virtually half the taxable assets of the fund being lost 
to penalty tax; 
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 Disqualification, removal or suspension as a trustee of the SMSF; 
and 

 Civil or criminal prosecution, and/or financial penalties. 

 

In addition, if you fail to act in accordance with your SMSF trust deed, other 
affected members of the fund may take legal action against you.  

As you can see, while there are massive benefits to running your own fund, 
the risks of getting it wrong are great. This is why having access to strong 
professional financial advice is very important. 

A Financial Adviser and administration service can really make life easier by 
carrying out these functions on a trustee’s behalf, although the ultimate 
responsibility for ensuring they have been completed correctly still rests with 
the trustee.  
 

Which should I choose, a corporate or an 
individual SMSF trustee?  
 
 
Choosing the right type of trustee arrangement is an important decision when 
thinking about setting up a self-managed superannuation fund. There are two 
choices with the trustee structure of an SMSF: 

 A corporate trustee, where each member of the fund is a director of the 
trustee company; or 

 Individual trustees, where each member of the fund is a trustee. 

For SMSFs that only have one member, a corporate trustee is common as the 
member can act as the sole director with sole responsibility and authority to 
make decisions concerning the fund. An individual trustee structure on the 
other hand means two trustees are still required – one of whom is making 
decisions about the fund, but is not a member of it. 
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One of the longstanding arguments for having a corporate trustee instead of 
individual trustees is the issue concerning trustee protection. Individuals acting 
as trustees of the SMSF are all liable for any action taken against the fund, as 
they have control of the fund and hold the assets of the fund in their own 
names. This means that there is no limited liability between the individual 
trustees and the SMSF. Therefore should action be taken against the fund 
and the claims exceed the fund’s assets, the individual trustees’ assets held in 
their personal names could be at risk.  

A corporate trustee can provide members of the fund with peace of mind, 
knowing that liability will generally be limited to the company, and the 
director’s personal assets will not be exposed. It is typically recommended that 
a special purpose superannuation trustee company be established when 
setting up a new SMSF. The advantage of a special purpose company is that 
it qualifies for reduced annual review fees.  

In addition, it can help to separate superannuation assets from other business 
and personal assets (which is also a legal requirement). Furthermore, if you 
are thinking about borrowing inside your fund to invest in property through a 
limited recourse borrowing arrangement, some banks will not lend your fund 
the money unless you have a corporate trustee. 

When using a group of individual trustees, the task of adding or removing a 
trustee is more complex compared to using a corporate trustee. When a 
trustee changes the ownership of all the fund’s assets, bank accounts and 
other fund documentation must be changed to include or remove that trustee. 
If a trustee is incapacitated or dies and assets are held in their individual 
name, it can be very difficult to deal with those assets, and deal with the death 
benefits and estate distribution quickly and effectively. Depending on the 
number of investments the fund owns, the whole process can be very time 
consuming. 

Alternatively, using a corporate trustee allows ease of administration as new 
members are only required to complete the relevant ASIC forms and the 
change takes effect.  
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In contrast, there are some benefits of having individual trustees, including 
ease of set up, slightly reduced cost and not being required to comply with 
ASIC rules in relation to the corporate trustee. There is also a different penalty 
regime which applies to individuals compared to companies. A company may 
be subject to up to five times the individual penalty in the case of a breach. 

Whether a trustee of a superannuation fund is a corporate or individual, the 
responsibilities are the same. In each case, trustees must abide by the SIS 
Act and conduct themselves in an ethical manner. Although there are many 
benefits associated with setting up a corporate trustee compared to an 
individual, especially in relation to longevity and simplicity of administration, 
the choice is a matter of preference and individual circumstances should be 
considered.  
 

What types of assets can I invest in? 
 
 
A common reason for choosing a self-managed superannuation fund is the 
range of investments that are available in comparison to a standard fund. 
Many SMSF members choose to invest in assets which are similar to those 
they would invest in personally outside of superannuation. Typical investments 
include: 
 

 Cash and fixed interest (particularly popular in more volatile investment 
markets); 

 Managed funds (especially to access investments that may not be 
available if you were trying to invest directly such as international equities, 
emerging markets, specific industries and commodities); and 

 Direct shares (one of the biggest drawcards of an SMSF for many 
investors; using a traditional stock broker or an online service, investors 
are able to trade shares and other securities listed on the ASX). 
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Residential and commercial property is also a common investment, which has 
become even more popular since the introduction of new laws that allow 
SMSFs to borrow money for property purchases. 

There are strict rules around property transactions within an SMSF, especially 
when it comes to related party deals. SMSFs are expressly forbidden from 
investing in the family home or a holiday home for personal use. But they are 
able to invest in investment properties, as long as the property is solely used 
for investment purposes.  
 

Although SMSFs are largely restricted from investing in property that involves 
related parties, there is one exception that is used by many SMSFs, which is 
the ability to purchase business premises. Your SMSF can purchase 
commercial property to be used by your own business, provided that your 
business pays rent to your SMSF at the full market rate, or the fund can buy 
commercial property of an unrelated business. 

Aside from the more traditional assets listed above, an SMSF can also invest 
in some more exotic and specialist investments, such as collectibles and fine 
artwork, however again there are strict rules in place that effectively deny any 
personal use and enjoyment of those assets. 

Although it might seem like a good idea to use your super to invest in exotic 
assets, the value of these types of investments is notoriously volatile and the 
market for these asset classes is generally quite illiquid. You need to make 
sure that you are not using your SMSF or its assets for a current day benefit, 
or to prop up your own business. 

There are other investment restrictions too. Other than a few exceptions like 
business property, a fund cannot acquire assets from fund members or related 
parties, it can’t lend money to members or relatives, and you can’t use assets 
of the fund as security for personal borrowing. 

The penalties for owning the wrong investments in your SMSF can be severe, 
so if you are unsure whether a particular investment is suitable, you should 
seek advice from a qualified Financial Adviser. 
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The first step is to ensure your trust deed allows you to invest in the items you 
are considering. Once satisfied the trust deed does not exclude an 
investment, the types of investments the SMSF actually holds are determined 
by the fund’s investment strategy. This strategy is a formal document 
formulated by the members in the fund, usually with the assistance of a 
Financial or Investment Adviser, as there are certain criteria that must be 
addressed. 
 

What do I need to consider when establishing 
an SMSF investment strategy? 
 

 
 
Every superannuation fund is required to have an investment strategy. It 
ensures that the investment approach taken by the trustees, and the assets 
held by the fund, fit with the retirement goals and circumstances of each of the 
members in the fund.  

The investment strategy not only helps you manage your investments, but it 
can also serve as a useful document if the investment decisions of the fund 
are ever called into question by an auditor or the ATO.  

It is important that the investment strategy is in writing and consistent with 
investment decisions being made by the trustee. Under the law, it must 
address the following issues with regard to the whole circumstance of the 
fund:  

 The risk of making investments and the likely return of those investments; 

 The diversity of the investments (which we use to reduce risk); 

 The liquidity of the investments; and  

 The ability of the fund to meet prospective liabilities, items such as paying 
fund expenses and benefit payments to members. 

Trustees must also monitor and review the investment strategy on an ongoing 
basis. 
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You can prepare your own investment strategy, however an Investment 
Adviser or Financial Planner is best placed to help you prepare an investment 
strategy. The beauty of an SMSF is that the investment strategy can be 
specifically tailored to suit the particular needs of members of the fund.  

Unfortunately many ‘off the shelf’ investment strategies for self-managed 
superannuation funds are either too brief (i.e. on the 'back of a coaster') or too 
detailed, prescriptive or restrictive – they don’t address members’ individual 
retirement goals. 
 

A well drafted investment strategy document will include the fund's indicative 
asset class mix and strategic ranges to operate within. Where the trustee 
intends to operate reserves, it will also include reference to reserves and their 
management. 

There are a number of important steps/considerations in establishing and 
investment strategy. 

1. The first step is to set investment objectives: you need to define what your 
investment objective is and how will it support your retirement plans. A 
Financial Adviser can help as they know the main questions to ask, such 
as: 

 What assets do the fund’s members have both inside and outside 
the fund? 

 How old are the SMSF’s members? Are they in accumulation or 
pension phase? How many years until they retire? 

 How much income will you need in retirement? 

 What level of investment risk are the members prepared to accept? 
 

The investment objectives set need to be measurable and achievable, e.g.  
“the fund will outperform inflation by 3% per annum over the long term,” or 
“the fund will keep pace with inflation while avoiding a negative return in 
any one year.” 
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2. Next, the investment plan should clearly state the types of asset classes 
you want to invest in – like equities, cash, fixed interest and property – as 
well as the percentage weightings (that is, the percentage of the fund that 
will be invested in that asset) and benchmarks for each asset class. 

The percentage ranges for the various asset classes should be set wide 
enough to allow for day to day market variation, although not so wide as to 
render them useless as a monitoring tool. 

 
 

3. After the asset allocation has been set in a way that will best meet your 
investment objectives, the final step is to detail any other investment rules 
or restrictions you wish to impose on the fund. E.g. to foster diversification, 
maintain adequate liquidity or strengthen the probability of delivering strong 
after-tax returns. 

 

What else should I consider? 
 
Where the trustees have invested in a single (or very material) asset such as 
business property or in ‘exotic’ assets such as artworks or collectibles, a 
written strategy will assist in demonstrating that the relevant issues have been 
considered and that the investment is not ‘ad hoc’ or ‘reckless’. 

Notwithstanding what is written in the investment strategy, trustees must 
always comply with the SIS Act investment rules. These rules are lengthy and 
sometimes quite complex, and a breach of one of these rules could lead to 
your SMSF being deemed ‘non-complying’ by the ATO. An intentional or 
reckless breach could further leave the trustees being liable to both civil and 
criminal penalties. Getting good financial advice in setting the investment 
strategy is invaluable to both avoid potential pitfalls and to reach your 
retirement goals. 
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How does lending within an SMSF work as a 
mechanism to buy an investment property?  
 

 
 
Generally speaking, superannuation trustees are not permitted under the law 
to borrow money. However since late 2007, trustees have been able to borrow 
money to invest, as long as they meet some very specific requirements. 
These restrictions are designed to limit the investment risk to which a fund is 
exposed, thereby limiting the potential loss of the fund members’ retirement 
savings. 

The mechanism for borrowing to invest within super was originally known as 
an ‘instalment warrant’ arrangement, but is now called a ‘limited recourse 
borrowing’ to reflect its much broader application. 

The superannuation laws allow a superannuation trustee to borrow money to 
acquire an asset, which is then held on trust separately to the fund, with the 
fund trustee having all the beneficial ownership of that asset, and the right to 
eventually acquire legal ownership of the asset through the payment of 
instalments. The rights of the lender against the fund trustee in the case of 
default are limited to the rights relating to the asset, i.e. the lender can take 
possession of or dispose of the asset, but can’t touch any of the other assets 
of the SMSF. 

The steps involved in setting up a limited recourse borrowing arrangement 
typically include: 
 

1. Ensuring that the fund’s trust deed and investment strategy allow for the 
arrangement. 
 

2. Identifying the asset to be acquired. 
 

3. Establishing the holding trust, which the members can also control. This 
separate trust is the legal owner of the asset i.e. it is effectively the 
custodian. 
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4. The super fund obtains a loan to purchase the asset. The fund pays an 
initial instalment, along with the loan, to buy the asset. The 
superannuation fund retains the full beneficial interest in the asset, but 
does not hold title to the asset until the loan is repaid, and the asset is 
transferred from the holding trust to the superannuation fund. 

 

5. Once the arrangement is established, the superannuation fund receives all 
of the income derived by the asset, e.g. rent or dividends, as well as any 
associated tax deductions and franking credits. In addition, the 
superannuation fund pays all of the expenses, including interest costs, in 
relation to the asset and the borrowing. That is, all of the accounting for 
the loan, expenses and income, should take place in the superannuation 
fund accounts, not in the holding trust. 

 

There is no specific restriction in terms of who the lender may be in a limited 
recourse borrowing arrangement. Potential lenders include financial 
institutions, fund members, related companies and trusts. Trustees just need 
to make sure that the conditions of the loan are in writing, including the term, 
interest rate, and conditions of any guarantee attached to the loan. 

It is important to note that many lenders will require the trustee of the fund to 
be a corporate trustee rather than individual trustees. Some lenders also 
require separate personal guarantees from the fund members/trustees.  

Using a limited recourse borrowing arrangement allows a superannuation fund 
to leverage the acquisition of new assets, while limiting exposure to the fund’s 
existing assets. Gaining a leveraged exposure to the movement of the 
underlying asset may enhance the capital returns, and gain greater exposure 
to the asset than might otherwise be possible.  
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There are other advantages too: 

 There’s no possibility of margin calls if the value of the underlying asset 
falls; 

 Diversifying through instalments gives an equivalent exposure to an 
underlying asset, while leaving remaining funds available to invest into 
other assets; 

 Future growth on assets is in a concessionally-taxed environment, with 
capital gains tax limited to a maximum of 15 per cent and potentially zero; 
and 

 Accumulation of assets in the superannuation environment may protect 
those assets in the event of bankruptcy. 

 

As with any other geared investment, there are a number of risks associated 
with limited recourse borrowing arrangements. These can include legislative 
risk, interest rate risk, and in the case of default, the entire asset is at risk. In 
addition, the underlying asset may fail to perform as expected. Furthermore, 
while we can derive greater gains for a given outlay than we can without 
borrowing, losses can be magnified too. 
 
 

Case study  
 
Paul owns and operates a small manufacturing business. His business 
operates out of a factory, valued at $1 million, which is owned by an unrelated 
third party. The owner notifies Paul that he intends to sell the factory. 

Paul and his wife Mary have a self-managed superannuation fund with total 
fund assets of $700,000. While Paul would like to purchase the factory and 
continue operating his business from that site, neither Paul nor the SMSF has 
sufficient funds to purchase the property outright. 

A holding trust is established to purchase the factory. The SMSF pays a first 
instalment of $500,000, keeping $200,000 aside for liquidity and diversification 
reasons. A loan for the balance of the purchase price and costs is obtained by 
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the SMSF trustee. The holding trust holds the property on trust, with the 
SMSF trustee acquiring a beneficial interest in the property.  

The SMSF leases the factory to Paul’s business at commercial rates, and 
claims the interest expense and related costs as a tax deduction. 

Further instalments will be paid by the SMSF at agreed intervals and the 
ownership of the property may be transferred to the SMSF once the loan is 
fully repaid. 
 

 

What are the estate planning implications of 
self-managed super?  
 

 
 
Aside from increased flexibility and the ability to control fund management and 
investments, SMSFs also have the potential to provide some unique estate 
planning opportunities. 

While some of these opportunities are available in other super funds, it is often 
the intimate nature of an SMSF that allows them to be better tailored to meet 
an individual’s circumstances. The key here is that you can create a strategy 
to accomplish exactly what you are after, with exceptional tax efficiency.  

As a starting point, it should be remembered that superannuation assets are 
generally not considered estate assets and therefore, they cannot be dealt 
with directly via the Will of the deceased. 

When dealing with larger, public-offer retail funds, it is the fund’s professional 
trustees who will make any necessary decisions in relation to managing a 
member’s death benefit. The only way for a member to have any control over 
that decision is to ensure they have a valid binding death benefit nomination. 
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On the other hand, in an SMSF it is generally the surviving trustee(s) who will 
make any necessary decisions in relation to managing a member’s death 
benefit. In arriving at their decision, they need to be guided by the 
superannuation law, as well as the fund’s governing rules and the existence of 
any death benefit nomination made by a member. 

Members of SMSFs can make binding nominations that do not lapse, unlike 
those available in other types of super funds which generally have to be 
continually updated (typically every three years). 

Another estate planning benefit of an SMSF is the ability to pay a death 
benefit in the form of a tax-advantaged (sometimes tax-free) income stream to 
dependent beneficiaries, with some control around when they receive a lump 
sum. This effectively looks after child beneficiaries in a way that no other 
structure can match.  
 

This strategy provides an opportunity to retain certain assets within an SMSF, 
effectively passing control of the asset to future generations while continuing 
to hold these assets in a tax-friendly environment. This may be particularly 
beneficial where the fund holds illiquid assets of significant importance. For 
example, consider a situation where business premises that are used in a 
family business are held by an SMSF. 

This flexibility can remove the need to liquidate assets, reduce CGT and 
stamp duties, and provide stability in relation to existing leases of business 
real property e.g. farming land, an office or factory. 

There are other advantages too. As a general rule, an individual’s 
superannuation assets are protected from creditors in the event of their 
bankruptcy. Assets held via an SMSF are no exception. 

As such, the ability of an SMSF to hold business premises that are used in a 
member’s business, subject of course to arm’s length commercial lease 
arrangements, means that an SMSF may provide a safer vehicle within which 
small business owners can hold these business assets. 
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Having control during this period can be crucial to the wellbeing of surviving 
beneficiaries. When a trustee distributes a superannuation fund member’s 
death benefits directly to dependant beneficiaries it can potentially avoid 
probate and save time.  

It can also:  

 Keep estate administration costs down by reducing the complexity of the 
estate distribution and time required to administer the estate; 

 Protect death benefit distributions from creditors of the deceased; 

 Ensure the desired dependants benefit from the superannuation savings; in 
terms of cash flow, this can be important to a surviving spouse who has no 
assets or income streams in their own name; 

 Provide significant tax advantages; and  

 Avoid the problem of potential challenges to the Will. 
 

While technically superannuation assets are not considered part of the estate 
and generally are not dealt with via the Will of the deceased, with careful 
planning these benefits can be directed to form part of the estate. This 
flexibility can provide substantial planning opportunities.  

If directed to the legal personal representative of the deceased member and 
distributed in accordance with their Will, superannuation death benefits can: 

 Provide sufficient funding for the estate to repay debts (preserving the 
underlying estate assets); 

 Provide cash for specific gifts; 

 Make bequests of other property possible without forcing a sale of the 
underlying estate assets (through estate equalisation strategies); and 

 Provide the necessary economy of scale to establish testamentary 
discretionary trusts. 

Visit us on www.psk.com.au            23 
 



 

SMSFs can take advantage of particular tax deductions and fund structuring 
arrangements to ensure the best possible outcomes for beneficiaries. The 
choice of which tools are most appropriate will be dependent on individual 
circumstances. In any case, the most prudent course of action is for SMSF 
trustees to obtain expert financial planning and legal advice to assist with the 
succession planning of their fund. 
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How do I get started? 
 
 
If you want to find out more about self-managed super or are ready to set 
up your own fund, you can contact your PSK Financial Adviser, visit 
www.psk.com.au or email us at info@psk.com.au for more information.  
 
Or complete our online ‘5-Minute Financial Health Check’ now to get a clear 
understanding of where you are now, and where you’d like to be. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Advice that puts you first 
 
 
Copyright: PSK Financial Services Group Pty Ltd, June 2015 
 
PSK Financial Services Group Pty Ltd (ABN 24 134 987 205) is an Authorised Representatives of Charter Financial Planning 
Ltd (AFSL 234665). Information contained in this presentation is general in nature. It does not take into account your objectives, 
needs or financial situation. You need to consider your financial situation and needs before making any decisions based on this 
information. 
 
PSK Financial Services is a Certified Quality Advice Practice, awarded by Charter Financial Planning. Certification is based on 
our industry qualifications, demonstrated best practice operations and proven success in meeting the financial planning needs 
of clients.1 
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