
Do You Want Your Own Private Super Fund?

If you have ever thought about running your own private super fund, or the idea appeals to you, then

answer this quick quiz.

 Would you prefer to invest your own superannuation money rather than having someone else

do it for you?

 Are you concerned about the fees you currently pay in respect of your super?

 Are you concerned about the investment performance of your super and think you could do

better?

 Do you want to invest your superannuation money into a wider range of assets than is

available through your current super fund?

 Do you want to invest your superannuation into a narrower range of assets than is available

through your current super fund so that it is protected through minimal or even no exposure to

the share market?

 Would you like to use your super assets to indirectly provide working capital for your

business?

 Would you like greater control over the estate planning issues associated with your

superannuation?

 Would you like to leverage your superannuation by being able to borrow money in your super

fund?

If you answered ‘Yes’ to at least four of these questions then you might want to consider setting up

your own self-managed super fund (SMSF).

Essentially there are five different types of super funds in Australia:

 retail funds run by life companies, banks etc

 industry funds associated with trade unions

 company funds run by large companies for their employees

 government funds for public servants, and

 privately owned funds called ‘self-managed super funds’ or SMSF’s

You might be surprised to know that there are more SMSFs than any other type of superannuation

fund – approximately 500,000 SMSFs with well over 900,000 members. It's estimated (as at

September 2012) they have over $460 billion in assets which is more than any other type of super

fund.



SMSFs are typically used by small business owners, professionals and corporate executives, all of

whom want more control over their superannuation money.

Operating your own private super fund is all about control – investment control, asset control,

administrative control and cost control.

Investment control Members of an SMSF have much greater involvement in the fund’s

investment decisions.  SMSFs are more readily able to follow particular investment strategies and to

invest in particular asset classes.

You also have greater control over when assets are bought and sold and the subsequent capital

gains tax. And of course SMSFs can borrow to acquire investment real estate or invest in particular

assets that the members might be specifically interested or expert in.

Asset control SMSFs are a useful asset-holding structure for someone operating a professional

practice or small business.

For example the fund can own the business premises from which the member conducts their practice

or business.  As a result the premises can be protected from trading liabilities and again capital gains

tax can be minimised.

Benefit control SMSFs can tailor the terms and types of benefits which can be provided so that the

benefits can fit the needs and requirements of the members with far greater flexibility and precision

than can be provided by other funds.

For example, an SMSF can issue an income stream to a member with terms which better reflect the

estate planning requirements of members.

Administrative control SMSFs can arrange their own administration and ensure that the fund is

being looked after by advisers the members know and trust.

Cost control Essentially your superannuation benefit is a function of how much is contributed, the

net earning rate and the costs incurred.  Increasing contributions, improving the net investment return

and reducing the costs will improve your end benefit.  Of the three, possibly the greatest control can

be exercised over costs.



The compounding effect of reduced costs has been a catch-cry for industry funds but is no less

important for SMSFs.  Over time it can make a big difference so the control over costs that you

exercise with your own fund should not be underestimated.

Running your own private super fund takes more time than simply having an account with a retail or

industry fund.  Members of retail funds or industry funds simply set and forget – for them it is simply a

vehicle to hold their super contributions because they are just not that interested in the investment

processes or administration of the fund.

People who run their own self managed super fund are a little more involved in their super fund’s

arrangements. To operate your own fund you should be able and prepared to spend a little more time

considering how the fund will be invested and administered.

Under the Federal Government’s superannuation legislation, SMSFs are a trust and these laws

require that each trustee must be a member of the fund and each member must be a trustee.  Trust

law and the super laws require that super fund trustees run their funds prudently, responsibly and

appropriately, and each year this is checked by the fund’s auditor.

Most SMSFs are run by the trustee/members with the help of their accountant and financial planner.

Some also use a professional fund administrator but this is not mandatory. With the help of these

professional advisers anyone can operate their own personal superannuation fund.

So if the idea of greater control over your superannuation money and some additional involvement in

its investment and administration appeals to you then talk to your accountant or licensed financial

adviser about whether you should set up your own private super fund.

If you decide to, remember to use SUPERCentral to establish the fund, to keep your trust deed

constantly updated and compliant with the laws as they change and to provide all the documents and

compliance advice you will need throughout the life of the fund.


