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DIY super funds — are they really better
for small businesses? Matthew Lock
reviews the options.

the Australian superannuation scene in recent years.

In the three years leading up to June 2007, the number
of SMSFs grew from around 540,000 to just over 692,000. In
December last year, more than 700,000 Australians held over
$300 billion in super savings through their SMSFs.

S elf managed super funds (SMSFs) have exploded onto

Clearly, they're a force to be reckoned with, and anyone taking
an active interest in their retirement savings (and that should
be all of us) needs to do their homework to see whether
SMSFs are right for them.

In my view, SMSFs work best for those who have the time,
expertise and interest to actively manage their super savings
and who have a sizable balance of around $250,000 already
saved in super. For those of us who have enough trouble as

it is keeping pace with our busy lives, there are some great
alternatives that don't require a big chunk of our time to manage

The broad options are:

* choose a retail or public offer industry fund and leave the
hard decisions to someone else

* set up an SMSF with the
intention of utilising the
services of a financial
investment adviser to
make the hard decisions
about your portfolio and
its day-to-day management;
this service will, of course,
attract a fee

* set up an SMSF and commit to rigorously
managing the investment decisions yourself.

How do SMSFs work?

As the name implies, a self managed super fund is a fund
that is set up and managed by those it benefits, usually
you and your business affiliates or family members.
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Each member is a trustee of the fund,

either personally or via Pl § directorship of a
trustee company. This is a role that carries with
it a number of important obligations and duties

most people who have set up an SMSF elect to use their
accountant and/or financial adviser to establish the fund and
then to help manage it over time.

As with any superannuation fund, there is a range of legal and
regulatory requirements that need to be met in order to set
up a complying SMSF The term ‘complying’ means that your
SMSF has met and is continuing to meet all the requirements set
== down by the regulator. By so doing, the fund will
) *. receive all the tax concessions that are granted
\ & to superannuation funds.

SMSFs are regulated by the Australian Taxation
Office (ATO). In order to be an SMSF and be
. regulated by the ATO, a fund must have no more than
' | four members. Funds that don't qualify as SMSFs are
==y regulated by APRA (Australian Prudential Regulation
““ Authority) and generally attract more regulatory obligations.
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