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their cars and their footy team.
Lately they have also taken to flashing
* their new phone apps. But in some

circles the new measure of status,
casually dropped into conversation
around the dinner table or on the golf
course, s a selfFmanaged super fund,

Self-managed suger is the fastest
growing segment of the superanmuation
industry. At the end of zo0g there were
422,000 of these small funds with total
assets of more than s372 billion - that's

‘Clearly, as the super industry matures
and the average balance grows, more
people are opting out of large onesize-
fits-all funds to chart a financial course
of their own.

Meg Helfron, of the selfmanaged
super specialist Heffron, says peaple
who run their own fund most often say

on a pereentage basis.

the benefits of doing so are contrel,
flexibility and cost once you have a
certain level of assets.

But a selFmanaged super is not for
everyone. So what does it 1ake o run
your own fund?

“You need a sufficient balance, ime

‘and inclination, and you need to be
someone who is relatively well
orgenised,” says a financial adviser with
Lachlan Parmers, Jamie Nemisas.

“|Self-managed super] is a good

More people are dumping big mstltutlons to handle thelr own
super. Barbara Prury looks at what_lt takes. SR

ustralians have always loved to
A brag sbout their home, their kids,
- sgys. While it isgenierally accepted
© own fu.nd cost—effecﬁve, Nemtsas ratel

 hatances} and they do all the
adeministration for youw Ascos

" always the cheapest option Because uf
‘about one-third of Australia’s super pool.

The mere money you have to invest in your’ .
seff~managed fund, the cheaper it isterun . .

- cent of your find balance in the first

-percentage of your fund balance, wnuld—‘ :

pmliéﬁy Ll'zejz'n‘inst p'[:o'rop rate si.mcture ES
—but it's not for everyone,” Nemtsas

withiri the supier industry.that you need

at [east $200,000 to:make having your -

sets ong up forless than -

5:{00 DOD—55DD c00. .
“We find a wrap;account is cheaper

than &'self: -managed fund [fot 1

structures; selfmanaged furids arénot

their fixed costs,” he says. .
As ageneral guide, expettto pay
about s1000-51500 to setup a fundwum
a corperate trustee, less for individuaal
trustees; sgoo for a trust deed; and
$2000-52500 a year in adnumstrauon
and audit fees*
- Sayyou have s100,000 and want to set
up your own fund; that’s about 4 per

alternatives, especialiy if you have the.
capacity to increase your assets fairly
. quickly. “For me, one of the biggest
 benefits is that you really havean
" [investment| platform for life,” she says.
Mary retail and industry funds offer
the ability to stay with the same fund
£+ from the accumulation phase to the
retirernent pension phase but not all
funds do so.
And conventional platforms such as
“wrap accounts offered by a particular
- Institution can be inflexible.
“If you change advisers they may use
~adifferent wrap provider, or if you den't
'. use anadviser but decide you no longer
want a wrap you have to sell everything,
pay capital gains tax and rofl over inte
-something else.
“But if you run a se¥f-manaped super

year and 2 per cent ongning, comparad
with average annual fees of about' 2 per. <
cent for a retail fund and 1 per-cent for :
industéy funds.

However, if your fund hasa ba.la.nce B
of s1 million then your costs, as o

"be one-tenth of that. In other words’ the
more money you have to invest i myou.r -
selfmanaged fund, the cheaper itis 10 '
run on a percentage basis.

* fund you can take it to a new adviser and -

disposals, thisi isan t'ﬂittemely important
advantage [of a self- “managed fundj,” she
says, While running your own fund
offers a high degree of control and
flexibility, it's not operi‘Slather. .

‘The sole purpose of thie fund must be
for retirement; you miust have an annual -
compliance and accounting audit done
by a professional; and lcn:]ge an annual
tax refiun.

You also need an mvestment strategy
and must be careful not to breach
restrictions on ceftain types of -~
transactions and dssets. {See breaLuut on

. regulatory changes; Fagre 6} -

A selfmanagad furid can havid i to
four members who mist also be trustees
of the fund or diréctors of a coiporate
trustee. The typical fund s runby a
husband and wifewhb areboth =~
mernbers and trustees.

Saving your mangy.

structure i you're a keen investor with a Howaver, Heffron saysa self - "keep the same investrzents. Given the And while seifmanaged funds are
_ good amount of capital — if you have managed fund raay still be the w~y 10 g0 substantial tax benefits associated with  easy to set up, they are harder to wind
more than 53 million in superit's evenil they are more expensive than the . managing the timing of any asset Continuad next page
' oy oty
& TS

Energising your manay.

Give your money that extra kick with Citibank Onfine Saver
" Earn a high variabie Introductory rate for the first six months,

cetrramblg £ IE0A M =1 Feallrind Fir = armat cb=mrdared 1amrlatle



june 2, 2010

moneymanager.com.au

No longer

Fromprevious page

up than public offer funds, “A lot of
people set up a fund for the wrong
reasons. We get a lot of clients aged

50 ta 65 come in and want to set up a
selfmanaged fund and run their own
money. But after five years they have
seen markets go up and down and they
don't want the stress and responsibility
of managing it arry more.

“It can be as much of a problem asa
benefit,” Nemtsas says. SomeTetirees -
treat their selé-managed fund as a habby
and spend endless hours focked away in ©
their study tinkering with their - -
investrnents. At a miniroum, you
probably need to spend an hour or two
a month on administration and longer
at the end of the tax year to document
your tax retura.

A good accountant or financial
adviser ran save you lime and provide a
sounding board for investment
decisions but you need to factor in the
additional rosti.

However, even their most ardent
supporters adrmit that some pecple
should not have a selfmanaged fund.

- think about their super in this category,
because even if they are prepared to pay
other people to manage it for them the
ultimate legal responsibility rests with
the trustees.

H you have access to a good corporate
fund you may enjoy benefits such as
cheap insurance not available through
self-managed super. Similarly, someone
with insurance in a public offer fund

Heffron puts people who don'twantto -

boxed in

and a pre-existing héalth problem may -
not be able to arrange the same terros
and conditions in a self-managed fund,
. -The nature of the investments you
clionse will also détermine whether it's

- wotth flying solo. ‘

If youwant to hold direct prapéity in
super then a self-managed fund is the
onlyway ta do it. This has been made
_easier.n recent years with areasing of
the rules covering gearing within supér -
and the use of instalment warrants to
achieve this. '

By contrast, if you want to invest
mostly in direct shares you can do so via:
a retail super fund, wrap account or -
even an industry super fund.

This is when other factors such as
costs, time arid administration will
determine whether you want to run
your own fund.

Selfmanaged super is often touted ds
-a tax-effective way to arrange the )
transfer of wealth from one generation
to the next and there are many advisers
willing to give complex legal and tax
advice on the issue, '

However, Heffron says strategies for
leaving super reserves 1o adult kids may

- create more problems than they solve,

- "People should probahly look at self- -

mandged super as a one-generation
.vehicle,” she says.

For further information on setting up-

a sell-managed fund check out the ATO
website ato govau/super and ASFA's
SUPELEUILLCam.aLL

* For ah online compariscn of
administration services and charges
see the SMSF Review at -
thesmsfreview.cor.au
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