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Reshape the

FUTURE

SMSF & REAL
MONEY

What's New in SMSF

In last quarters SMSF update, we featured an article predicting renewed interest
in SMSF establishments.  Whilst it’s still early days, Supervision is experiencing
significant growth in number of new funds and transfers from other firms.  For
transfer funds, the ability to save significant fees under our packaged services is
proving very enticing. It’s not a boom just yet, but it’s getting there.
 
Many new establishments are buying WA Property which investors perceive as
either fair value or undervalued.  Listed Shares are also enticing clients to start
their SMSF journey as the media highlight gains made since the first COVID dip
earlier this year.  In WA, there is a renewed excitement about the economy as
Iron Ore prices boost state coffers and people’s lifestyles are almost pre COVID.
The steady stream of Australian’s coming back to WA from overseas is boosting
demand for cars and rental properties. People are holidaying locally which is
keeping more in money in the State and replacing some of the lost income they
suffered during lockdown.
 
Optimism fuels spending. The Federal Government's recently released budget is
giving businesses like yours and mine the hope that big Government spending
will create jobs and prosperity for all.  It is helpful that no significant changes to
Superannuation have been created.  Good timing considering the large numbers
of people raiding their Super for short term reasons. 

For many people, the immediate need to withdraw their Super to meet
immediate needs is understandable. The underlying issues for people that either
wasted their Super or took it out because they could, should be examined.  
 
Many tend to put forward the hypothesis that younger people today are more
inclined to spend money on life experiences rather than act for future prosperity.

Is this a new idea?  I am pretty sure I heard that growing up, and my Father
probably heard it about his generation too.  My hypothesis is that people
perceive Super is not real money whilst it is locked away.  It only becomes
valuable when you have access to it. For advisers, the challenge is engaging
clients who may hold that belief and educate them that Super is always real
money. It takes time, care and energy to make sure it sustains lifestyle when
access arrives. 
 
We believe that advisers should be extremely excited about the times ahead for
them and their clients. To paraphrase Baz Gardner, “There is more demand for
advice and more barriers to entry which are perfect conditions for any
entrepreneur. Those that can change and come up with a new way to provide
advice without engaging compliance have amazing opportunities”. 

The SMSF opportunity is one of many that can provide an exciting future for
advisers.  Please call me on my mobile (0420 850 015) to discuss how
Supervision can help you with adding SMSF as part of your future advice plans.
 
Have a great quarter.  

Christopher Homer 
Director of SMSF



Get Racing
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Why Use a Broker?

Pension Minimums
Table - Reminder

Recently Jeremy Wealleans from Finext provided Supervision clients
an insightful presentation on the value that a broker brings for
commercial and residential borrowing. This article is based on
Jeremy’s well put together argument that mortgage brokers add
enormous value in the search to find the most suitable loan solutions
for clients.  We understand that many advisers have excellent
broking relationships, now more than ever, your clients need to be
talk about their personal and business lending scenario's.  

Here are some good talking points for you and your clients. 

Today more than ever, people are better informed about the
mortgage market. This means it is literally a few clicks to compare
interest rates available for some forms of borrowing. Whist this is an
amazing advantage for consumers, are interest rates the most
important thing when it comes to getting a loan?

The answer is definitely not. There are many things that can make
the interest rate better or worse than it seems on paper. The terms
of a loan can easily be overlooked and their impact not fully
understood; which comprise of fees and charges, security type
provided, the lender’s conditions, consideration for appropriate asset
separation and some smarter ways of structuring borrowings so as
to make it work better for you. If done right, these can end up saving
thousands of dollars and potentially wipe years off loan repayments.

One example given of a business owner and property investor with a
large portfolio of commercial and residential properties. An overall
interest rate reduction of 0.9%, transformed into a saving of
$134,000 and a loan term reduction of nearly 9 years without an
increase in total repayments. It was done with clever restructuring of
all loans, together with appropriate cashflow adjustments to
generate savings on the home loan.

Being able to separate assets by having more than a one lender is
also a worthwhile strategy for consideration that people often
overlook. It is normal for lenders to tie up as many assets as possible
to secure their loans, leaving you vulnerable if circumstances change,
whilst the lender has all the leverage. A broker may be able to
explore the impact of separating your assets and giving you back
control over your financial situation by getting one or more titles
back.  

Especially for business and investment borrowers, a simple
renegotiation of your loan after a period of time has passed is really
important. If your business is doing well, you may be able to strike up
a better deal now, rather than leave it to the bank to renegotiate
when it suits them to do so.

When borrowing, some people can be reluctant to move to a lender
outside of recognised brands. It is always important to understand
that they are lending you money, not the opposite, so there is little
downside in moving if the lender is offering flexibility and better loan
terms and conditions etc. Remember, it is a broker’s job to scan the
marketplace for all possible loan products available, at terms and
conditions that suit your personal circumstances. It is very hard for a
single bank lender to be able to give that type of service because
they are limited in the range of options which they have available.
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"Hey Dad, why is my
Sisters name Paris?"

'Because we conceived her
in Paris'

"Thanks Dad"

'No problem, Quarantine'



All investments held by your SMSF are in the name of
the Trustee. If the trustee changes, every investment
must be changed to match the new Trustee. Removing
one individual trustee means all holdings need to be
updated.
Corporate Trustees last forever as long as the annual
fees are paid.  Removing Directors is as simple as a
single ASIC form.
Making changes to registries and updating government
bodies takes excessive amounts of time and stress to
members.  Would clients suffering the loss of a lifelong
partner want to deal with these impediments?
SMSF’s Trustee companies have a special status where
they do not need to lodge tax returns or pay the full
company registration fee.
The cost of establishing a corporate trustee has
dramatically fallen. Supervision only charge $899 (New
Fund) and $990 to convert.  Annual fees to renew your
corporate trustee is $54. The cost to transfer shares for
changes to trustees is $50 + per holding. Getting a
lawyer to prepare documents for Landgate (Property
Title changes) transfers is around $1,000. 

Corporate Trustees
According to statistics, 61% of SMSF Trustees in Australia
today are companies.  This leaves the remaining 39% as
individuals.  Of all the newest SMSF’s being created, 82%
are created with companies acting as the trustee. These
statistics point to a legacy issue of older SMSF’s being
established with individuals as trustee due to a lack
foresight into potential problems which are now being
realised.  

15 years ago, and earlier, most people established their
SMSF’s as individuals because the perceived benefits at the
time did not warrant the cost. Clients and advisers didn’t
foresee the impact that death and divorce would have on
SMSF members with individual trustees.  The reason that
82% of all new SMSF are established with corporate
trustees are as follows: 

Corporate  

TRUSTEES
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The statistics now show that Corporate
Trustees are the most popular way to
establish and conduct an SMSF. If your
existing clients don't have a corporate
trustee, now is the time to move to one.

3 Generations - Grandparents, Parents & Children
2 Generations- Parents & Children (more than 2)
1 Generation - 3 X Couples from different families 

Ideally, creating SMSF's with corporate trustees at
establishment is the cheapest and easiest option.  

Our advice to advisers with individual trustee clients is to
bite the bullet now while the clients still have the energy
and time to deal with the all paperwork. 

The process is time consuming and potentially frustrating,
so getting it done while clients are fit and healthy is the
best option. The thought of remaining trustees completing
paperwork after the death of a lifelong partner, should be
enough to sell this concept.  Talk to Supervision about how
we can help your clients with the transition.

6 Member SMSF's- Trick or Treat?
Whilst we can only talk hypothetically about this subject, it
is an interesting topic to discuss in terms of the planning
possibilities that 6 member SMSF's may provide. We have
not yet assessed what our response to 6 member funds
would be (because they are not a reality as yet), but this
article puts forward a couple of ideas to stimulate
conversation.

Predominantly, what form will 6 member funds take?

Each format presents different challenges for Investment
strategies, binding death nominations, documentation
collection and Audit.

Without doubt, all 6 member SMSF's would have to have a
corporate trustee.  They may also need to have segregated
asset pools for each generation or for each family unit. 

Segregation can be straight forward if the SMSF is set up
with bank accounts and broking platforms assigned to
different pools of assets and members.
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Re-Evaluating

INSURANCE

Now that clients have experienced what
can go wrong in life, they may be more
likely to take up Insurance or may want to
revisit their existing insurance? 
SMSF members should reflect on their
level of insurance and how to maximise
their coverage and minimise their costs.

Reading Guide- "The Power of Now" Eckhart
Tolle

This book is topical for the times even though it was 
published in 1997.  The reason it still resonates is
because it examines the ideas of quietening your
mind in the midst of  modern life's buzz and
distractions. Eckhart examines the separation of how
you think and your real true self.  Its not going to
make you rich, but it may make your life richer,
making the most of every moment.  The power of now
is "powerful stuff" and has applications for advising
clients who may need reminding what is truly
important.

Superannuation Budget  Recap

Reducing Multiple Accounts
Superannuation accounts will be stapled to
individuals.  It will be an employers responsibility to
pay Super to a new employees existing account
instead of open a new account.  The employer will not
be able to use their default account just because the
employee does not have the details.  

Performance Comparison
"Your Super" allows a comparison between fees and
payments across different funds so that Australian's
are able to make informed decisions about their
Super.

Penalising Underperformers
MySuper products will undergo an annual
performance test to illuminate underachievement.
Funds that underperform will be required to notify
members and may also be disqualified from adding
new members.  This last point is radical in its
approach and will cause serious disruption to funds.

The ability to move tax or carried forward capital
losses forward to future periods for younger
members to enjoy.  
The ability to save accounting, audit and
administration fees.
Ability to create a larger pool of cash to invest in
more expensive assets- such as property without
borrowing.
Younger Gen cash contributions can be used to fund
parents pension requirements whilst inheriting
capital growth assets. Giving assets more time to
realise their potential.

Once correctly established, the members can run
separate investment strategies and trade independently.

Access to investment platforms would need to be
separate with secure access only given to the members
that belong to the pool.  This would mean that only the
people associated with the account could transact. 
 Essentially it is an SMSF within an SMSF. As adviser, you
may want to set strong  parameters for investments in
your initial and ongoing advice.

It would be possible for the SMSF to have one
investment strategy document with multiple objectives
aligned with each investment pool.  We are yet to see a
multiple level strategy document, but technically it is
possible to conceive. 

So why would you consider 6 members?  

Whilst the above points look really enticing, practically
running an SMSF with 6 members, could make SMSF's
more complex and possibly unworkable. Creating an
investment committee of 6 members may still end up
with a better financial outcome, but the process itself
may be the antithesis of what an SMSF is all about;
control and agility.  But would be keen to get your
opinion on the subject.
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General Warning &
DISCLAIMER

This publication is produced for Financial advisers
who have an interest in SMSF.  We build the
material from source.  If you are contemplating
using any of the strategies or issues raised in this
piece, please always seek clarification. Please feel
free to pass this information on to other advisers.

As Superannuation has a cost, the member may be better
off holding these assets personally. This changes when
rates of return are increased and account balances are
higher, however the cut off at low rates of return are not
as low as you may expect. 

Even when member balances reach a balance of $900,000,
the tax savings are modest barring large capital gains at
such low yield percentages. 

The above scenario breaks down when you consider that
once the decision is made to abandon the Superannuation
system for personal tax, there is no turning back. It is
highly unlikely that members over the age of 60 would be
able to get large balances back into Superannuation.  If
assets produce large capital gains in personal names,
Superannuation zero tax rates are not there to save the
client. 

The SMSF client would not fear selling high capital growth
assets in their SMSF to create liquidity because of zero-tax
rates in pension phase.  The aversion to paying tax should
not interfere in the decision to keep or dispose of assets,
especially when the asset has met its purpose of
appreciating in value and also providing income along the
way.
  
Whilst the recent personal tax rate cuts don’t make
Superannuation a more tax effective vehicle, they don’t
erode the benefit of Superannuation. If personal taxation
rates keep falling however, there will be a time where
contributions tax and tax on income within Super will need
to be reviewed. 

For lower income earners, to keep Super attractive, they
may need further incentive which may mean a 0% tax rate.  
The result could be a two-tiered Super taxation rate (15%
& 0%) or a tax offset received in the form of the existing
co-contribution system that replenishes the tax paid.

Chris Homer -Director of SMSF

irrelevant for people earning $37,000 - $45,000
about the same (modestly valuable) for people
earning $45,000 - $90,000
not valuable but still positive for those in the
$90,000 bracket
highly valuable for those earning more than
$120,000

The Final Rip- Editorial 

Falling Tax Rates & Superannuation
Superannuation has a tax rate advantage over personal
tax rates and has held that title for some time.  Saving
tax has encouraged more people to expand their
mandatory contributions and amass more in Super. 

So what happens when personal income tax rates fall to
levels which make any additional contributions to Super
a marginal tax benefit?  

The SMSF industry has already commenced writing
articles about the tax effectiveness of Super now that
personal income tax rates have been going lower over
subsequent budgets.  Respected practitioner, Meg
Heffron has posed this very question in a blogs written
by one of her technical team. 

On pure tax saving, they calculate that salary sacrifice
is: 

With marginal tax rate cuts not reaching their final
destination until 2024-25,  the 20-21 tax cuts have not
negatively impacted the tax savings of salary sacrifice.

Should people cash out their Super after the age
of 60 and hold cash personally?

2020/21 personal tax rates have not changed the
answer to this question.  From a taxable income
perspective, a $200,000 portfolio of assets with earnings
of 3% will have no tax to pay if the assets are held
personally. 
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www.supervision.com.au
Search: "Investment Strategy Builder"

New SMSF's Application
"https://supervision.com.au/self-managed-super-

fund/lets-get-started/get-started/"
Christopher Homer: 0420 850 015

Contact Us
Level 2, 76 Mill Point Road 
South Perth WA 6151

Phone 08 9367 9655

Postal Address 
PO Box 879, South Perth, WA, 6951

New Enquiries
chris@supervision.com.au
Info@supervision.com.au

Disclaimer
All the information provided in this marketing material does not consider any of your investment objectives, financial situation or needs and should not be in any way
considered as financial advice. SUPERVISION does not provide financial product advice or recommend any financial products or whether you should establish as SMSF. 
 this applies equally to those financial products which are established for any entity or when you become a client of SUPERVISION.  We also recommend the you seek
professional advice from a licensed financial adviser before making any decision to establish an SMSF or purchase any financial product referred to on our website. Please
refer to our important documents on our website to give you more information about any financial arrangements that we may have with our product suppliers. While the
sources for the material are considered reliable, responsibility is not accepted for any inaccuracies, errors or omission. Supervision SMSF Solutions (ACN 134 666 596)
© Copyright Supervision Group Oct 2019
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