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It takes

A few people can run a DIY
super fund by themselves.
The rest of us reguire the
help of professionals,
writes John Wasiliev.

unning your own do-it-
ourself superannuation
fund may well give youo the
investment control you
desire, bist you should be
nware thit the “DIY"™ part of the
scheme is something of 2 misnomer,
unless you arean audilor; )
investmept professionnl and
regulatory expert all rolled up into
one, ol
. Asaet alioention, financisl
advice, brokerage; auditing,
preparationi of accounts and .
investmerit managerient nre some
of the tasks that go with running v -
seli-mnnzged fund. . w .

The extent to which these are
outsourced to third parties or
undertaken by the trustees can have
u jurge baring on the nnnunl cost of
running the fund.

1a same cases, particulurly where
the batance may be small, it may be
more expensive {o operate o seli-
managed fupd than join o poaled
vehicle.

Martin Heffron, of DIY fund
ndministrator Heffron, argues a
serious examination of issues such
as how a fund might be run and
how much it might cost shanld be
part of the Tfund establishment
process. Heffron wamns that many
people underestimate e amount of
work that can be involved in
operoting a fund.

The majority of Funds rely on
professionals 1o help manape their
affairs. It is very much a minority
of funds that are genginely DIY,
using only n fund auditor.

According to Alun Dixon of
super fund administrator Dixon
Advisory and Superannuation
Services, trustees who are prepared
to do a lot of the wark themselves
should be able to run n fund for
between $1500 nnd $3000 n year.

At the other extreme, for those
who want most of the work done for
them, the cost is likely to be
hatween 35000 and $15,000,
depending on the size of the fund,

a cr

how octive the members are n%
nvestors nnd whether the fund is in
the wecumulntion or pension phase,

Between the full service and true
do-ii-yourself models, there is o
third model, under which trustees
divide responsibilities between
themselves and service providers in
varying proportions.

The Cooper review estimated that
DIY funds speat un averaga of
56500 on operating expenses in
2(:08. If this sounds like a lot, the
upside, notes Dizxon, is that nt Jzast
trustees have the scope to match
what they are prepared to do with
what they are prepared to puy for.

The trade-off is time spent
running the fund. This ean range
from nn hour o month to several
hours o week,

‘There are those who spend an
hour or more # day, elmaost treating
their DIY fend as a job, he says,

Even those who do cutsonree
most of the functions muss stilk be

A successful DIY
fund starts with a
meaningful balance.
About $200,000
should he the:
initial goal.

Martin Heffron of Haffron

prepazed to be closely invalved.

Decisions-about investments to
mnke, when to tuke o pension and
how much to draw down, how much
1o contribute to super and aspeets
of estate plunning must ultimately.
be made by the trustee, albeit upoa
receiving ndvice.

A successful DEY fund sturls with
n meaningful balance. About
$200,000 should be the initinl goul,

Even then it makes sense to.be in
o position to add some $20,000 o
vear to the scheme, argues Helfron,
given the amount of fixed costs
involvad,

A study by the Ceoper panel
found that of funds with less than
$200,000, nearly one-fifth pay more

-thien 3 per cent of nssets under

munngement in lees every year —
far higher then industry standards.
DIY funds are mast cost effective
once ussets have incrensed to
$500,000.
The busic fund set-up costs for n

BDIY fund can be anything from
around $500 to 32000 for a trust
deed, with the higher expense for
funds that huve a corporate trustee.
After that it wilf depend on how

much trustees ure prepured to do
themselves and how much they wish
to putsource ta professionals.

Fall service administration

A fully serviced DLY Fund cus have
un administrator that does literally
everything from opening the fund’s
mail, preparing atl the accounts
und activity statements, keeping an
up-to-dute portfolio onlige and
orpanising the audit If o fund
wants to start o pension, nll thot is
required is a simple instruetion
Doa't underestimate the task of
opeaing your own mail. Tt may
mean having to make decisions
about sceepting o rights issue or o
takeover offer and fling your
Continued next page
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It takes a crowd to run a super fund
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dividend staterments nnd keeping
track of dividend reinvestment
plans.

Administrators that provide these
services inchide Cavendish, Heffron,
Dixon, Multiport and

SizperConcepls, owned by Australia -

and New Zealand Banking Group,

You would e edvised to shop
arcund. Unfortunately, charging
structyres differ from firm to firm.

Multipert, for example, offers
datly online services where fees nre
charged monthily-depending on the
fond value and whetiier the
sdministirator or u separate
secountant does the finanginl
accounts.

These services, fnown us SMSF
Ultimate, can cost up 1o $330 a
manth for & fund with more than
§¢ million plos between $356 and
$350 for an annual oudit. -

The audit will be contracted out
to #n independent firm

T¥ixon charges & percentage al’
as5éts under munagement.

For full administration of the
fund, including accounts, minutes, .
handliag of mail, tax returng, sudi
and gl other compiiaru:e issues,
commencing pensions, muking
withdrawals and spouse sphts the
fee i5 0.9% per cenl, inclading GST.

" The minimum fee is 51490 und
the maximum is $4990 u year.

. This meuns tkat a §160,000
seheme will ntrract a fee of 51490,
while n 81 millioa fund wiil be
required to pny 84990,

A Tund with 5300,000 of assets
will be churped 52970,

Trustees still make the final
decision about investients,
although they can get professional
advice about investment selection
and asset allocation.

Muny of the administration
firios nlso have advice arms.

Advice on investment sirategies
could cost about $350 nn hour.

An wnnual pension review, which
ineludes n review of withdrawais,
will cost an extra 5200 a yeur,

SuperGuardian, bused in
‘Adelaide, churges fixed fees bused
on the sumber of assets in the fund
for its service, which takes in
investment reports, finuncial
statements, muil opening and
correspondence that requires
trastee attetion being forwarded to
trustees.

The andit is charged separately.
A fund with 10 ussets or fewer
will pay $18%0 a year, a fund with
between 11 and 20 assets will poy
$2480 while n scheme with between

21 2nd 30 assets will pay 32930,

Administration and
advice

If the trustees decide to get advice
through a finuncisl planner, they
can expect to poy a pereentnge,
usually about 1 per cent, of nssets
under ndvice.

For tiis, they receive advice
acrass a whole range of investments
and life inserance products.

Some finuncial plonners will uss
administrative services such as
Multipert end Super Concepts, but
many will use “wrap™
udministrative platforms, offered by
banks such ns Mocquarie Group
and WestpacHanking Corp-owned

- BT Financial Group,

These offer an array of
investment products recommended
by the platform provider as well as
accounting services.

The invesement scope is more
limited co 8 wrap,

You car't put arfwork or a
property inlo @4 Wrap.

In addition to the advice fee the
platfore fee is likely to come in ot

4between 0.5 of a-per cent and 1-per--
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cent of assets under munugement.
‘Trustees will stili nesd a sepnmte
auditor.

The financial planner will often
recommend one,

Administrative compunies such
ns Dixon offler advice, too,”

1a addition te the 0.99 per cent
ndministration fee, Dixon will offer
financial strategy advice, including
advice on how muck to contribule
to super, how much ta salasy
saerifice; how to structure a fund to
redu:e tax, lmw to manage risk and
insurance,

Thiese services dre charpéd of an
hourly basis, with the fee typicatly
being 8440 an biour, .

Depending en the complexity of
the fund, a trustee can expect to
pay between:§3300 nnd $8800.-

Trustees seckifig further ndvice -
on sctual investmenis can expect to
pay 1,1 per cent brokeruge fees, with
o minimum of $82.50 u tradz und u
maximum of $399, - -

Den't underestimate
the task of opening
your own mail. It
may mean having
to make decisions
ahout accepling

a rights issue or

a takeover offern.

Basic services

At the ren] DIY end of the scale,
suys Dixon, nre trustees who take
care of their own mail nnd muy use
on online broker for their share
investments. Truslees of socalled in
between funds might seek help with
their paperwark, or when starting a
pension, or if they n::ed investment
advice.

Muliport offers an angual
service where the busic cost for a
simple fund, excludiog the nudit,
can be less than 51000 a year.-

There is an extra $350 for the .
annual awdit, which will be
completed by an independent firm;

If o trustee of » simple fund —
with less than 10 nsscts. — reguires
Multiport to do the tax return and
preparation of fnancind accounts,
the fee will be $1604, plus audit
cost. Larger, more complcx funds
— with more than 20 assets and ot
least one.memberin the pension

areialed Beecoming more -

w Sudlow tays many-DIY: funds ’

sirtistas asked if the {und
il plale’as an:t e :

Jahin Wa‘smev-’-

phuse — will be charged $2400 plus
the $350 audit fee.

Super Concepts has a service
where it prepares the fund accounts
and faeilitates the nudit through o
panel of independent auditors.

Fees far the service depend on the
umount of time taken on the lund,
but the averape for an accumulntion
fund is 51645, The averige fee for o
pension fund is $2000.

Super Concepts ulso offers a
service calied SuperTrack, which
includes online portfolic reporiing
in nddition to nccounting, reporting
and sudit services.

The minimum fee is 52640
year, The maximum is $R910 for
funds greater than §2 million,
although direct property
investments are exeluded from the
fund balance nnd treated separately,

A [lat fee of 3660 npplies per
property. According to Super
Concepts, the averspe fee is 53734 n

year.
o



