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Why More Australians Are
Turning to SMSFs

In recent years, a growing number of Australians have chosen to take
greater control of their superannuation through Self-Managed Super
Funds (SMSFs). The appeal is clear: flexibility, transparency, and the
ability to build wealth on your own terms. Whether you're looking to
invest in property, diversify across asset classes, or implement tailored
tax strategies, an SMSF puts you in the driver's seat of your retirement
planning.




Umbre//a°\

Property Accountants
/4

......................

Understanding SMSFs: What They Are and
How They Differ

What Is an SMSF? Key Differences From Traditional
Super

Control

You make all investment decisions directly.

Flexibility

Choose from property, shares, cash, and
managed funds.

An SMSEF is a private superannuation fund that you @

manage yourself, designed to provide retirement

benefits to its members. Up to six members can join,

, . T . Transparency

with each acting as an individual trustee or a director

of a corporate trustee. See exactly where your money is invested at all
times.
Tax Strategy

Tailor your approach to optimize long-term
outcomes.

Running an SMSF involves responsibilities—including
compliance, reporting, and investment management.

However, with professional support, the process
becomes straightforward and highly effective. The
defining characteristic is control: you decide where
every dollar is invested for your future.

While greater freedom comes with the responsibility of meeting Australian Taxation Office (ATO) compliance
obligations, the trade-off is often worth it for investors who desire genuine influence over their retirement wealth
and a tailored approach to their financial future.



1. Choose Your
Structure

Decide between individual
trustees or a corporate
trustee. A corporate
trustee is generally
recommended for
property transactions and
succession planning, as it
provides cleaner title
transfers and better
continuity when members
change.

2. Establish a Trust
Deed

The trust deed is the legal
foundation of your SMSF.
It outlines the rules,
powers, and obligations of
the fund, including how
benefits are paid, how
trustees are appointed,
and what investments are
permitted.

A well-managed SMSF should aim to maintain a
Management Expense Ratio (MER) of around 1.5%.

This ratio reflects the total ongoing costs of running

the fund relative to the fund's balance.

To achieve an efficient MER, an SMSF typically needs

a minimum balance of approximately $200,000. As

your SMSF grows in value, the MER generally
decreases as fixed costs are spread over a larger asset

base, meaning more of your investment returns stay

working for your retirement.

3. Register With the
ATO

Apply for an Australian
Business Number (ABN)
and Tax File Number
(TEN), elect for ATO
regulation, and open a
dedicated SMSF bank
account. This registration
process establishes your
fund's legal identity.
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4. Understand the
Costs

Initial setup costs typically
range from $3,000 to
$5,000, with annual
running costs of $3,000 to
$5,000. These include
compliance, audit,
accounting, and
administration expenses.

MEF -
AMT
MER — |
MER —|— |
/ =
= | . =
MET ' —
=
—
—
MER —| == E =
| —
— g

L



When transitioning from an industry or retail super

fund to an SMSF, it's essential to review your
insurance arrangements. Most Australians hold life
insurance, Total and Permanent Disability (TPD), and
income protection policies through their existing
super fund. Rolling over your entire balance into an
SMSF may cause these policies to lapse
unexpectedly.

Option 1: Leave a Balance in Your Existing Fund
You can retain a portion of your balance in your
industry or retail super to continue paying insurance
premiums, ensuring uninterrupted coverage whilst
you establish your SMSF.

Option 2: Obtain New Insurance Through Your
SMSF

Your SMSF can take out approved superannuation-
based insurance policies on behalf of its members.
This ensures continued protection whilst
consolidating your overall strategy within the SMSF
structure.

Umbgla1

Property Accountants
/4

......................

Concessional Contributions

These include employer contributions and salary
sacrifice amounts. They're taxed at just 15% inside
the fund, making them highly tax-effective for wealth
accumulation. The annual cap is $27,500.

Non-Concessional Contributions

Made from after-tax income, these contributions
aren't taxed again within the fund. They're ideal for
boosting your SMSF balance quickly, with an annual
cap of $110,000 (or $330,000 over three years if
eligible).

Strategic contributions can accelerate your fund's growth
and prevent costly excess contribution penalties. Timing
your contributions correctly, especially near financial
year end, can maximise tax benefits whilst ensuring you
remain within contribution caps.

The ATO requires every SMSF to maintain a written
investment strategy that considers risk tolerance,
diversification across asset classes, liquidity
requirements, cash flow needs, and individual member
circumstances. This strategy must be reviewed regularly
and updated when circumstances change, ensuring your
fund remains aligned with your retirement goals.
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The Power of Property Investment in Your
SMSF

Using an SMSF to purchase property is one of the most powerful wealth-building strategies available to Australian
investors.

What You Can Purchase

Residential and Commercial Property

Your SMSF can acquire residential property,
commercial property, or business premises. If your
SMSF purchases your business premises, your
business can lease it from the SMSF at market rent,
creating a tax-efficient arrangement.

Limited Recourse Borrowing Arrangement
(LRBA)

If borrowing is required, the loan must be structured as

an LRBA. This means the lender's recourse is limited to
the property itself, protecting the other assets within
your SMSF.

This allows business owners to grow retirement wealth
while supporting business operations.

Why Property Works Exceptionally Well in an SMSF

a

Lower Tax Rates

Investment income is taxed at just 15%, and long-
term capital gains at only 10%. In pension phase,
both may be completely tax-free, creating

extraordinary wealth accumulation opportunities.

Contributions Assist Cash Flow

Employer and salary sacrifice contributions can be

directed to support loan repayments, making
property investment more manageable.

[J The Power of Leverage: A Real
Example

Imagine your SMSF invests $200,000 as a
deposit and borrows $800,000 via an LRBA
to purchase a $1,000,000 property. If the
property increases by 6% in one year
($60,000), your SMSF's return on its
$200,000 contribution is 30%, not 6%. This
is the transformative power of leverage
inside superannuation—amplifying returns
whilst benefiting from concessional tax
treatment.

Rental Income Supports Repayments

Rent received by the SMSF can cover a significant
portion of the mortgage, reducing the cash flow
burden on the fund and its members.

Leverage Amplifies Returns

Using borrowed funds allows your SMSF to
purchase a larger asset than it could with cash
alone, dramatically boosting your return on
investment.
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Commercial Property for Your Business

Your SMSF can purchase your business premises and lease it back to your business at market rent. This
arrangement boosts your super savings, creates tax-efficient business deductions, and provides long-term security
for your business operations. It's a strategy that works exceptionally well for established business owners looking
to maximise their retirement wealth.
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SMSFs must undergo an annual independent audit,
lodge an annual return with the ATO, maintain accurate
and detailed records, value assets annually at market
rates, and meet the Sole Purpose Test—ensuring all
actions are for the provision of retirement benefits
only.

Professional support from experienced SMSF
accountants ensures smooth, compliant operation and
helps you avoid costly mistakes that could jeopardise
your retirement savings.

e Mixing personal and SMSF assets

Never use SMSF property for personal benefit

e Missing compliance deadlines

Late lodgements attract penalties and scrutiny

e Making prohibited investments

Certain assets cannot be held by SMSFs

e Ignoring contribution caps

Excess contributions trigger significant tax
penalties

e Accessing super early

lllegal early access can result in severe penalties

e Incorrect LRBA structures

Improper loan arrangements can void tax benefits
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When you reach preservation age and retire (or meet a
condition of release), your SMSF can commence
pension phase. At this point, investment income can
become completely tax-free, and pension withdrawals
may also be tax-free depending on your age. Correct
documentation is essential to maintain these
extraordinary tax advantages and ensure you're

maximising your retirement income.

An SMSF offers enormous flexibility and the potential
for significant long-term wealth creation, especially
when used strategically to purchase property with
leverage. At Umbrella Property Accountants, we
specialise in helping Australians establish their SMSF,
structure property purchases correctly, manage LRBA
loans, maximise tax benefits, and stay compliant with
ATO requirements.

If you're ready to take genuine control of your
superannuation and build substantial long-term wealth,
we're here to guide you every step of the way. Our
expertise ensures your SMSF is structured optimally
from day one, avoiding costly mistakes and positioning
you for retirement success.

Please consider booking an "SMSF Setup &
Optimisation Review" to discover how an SMSF

could transform your retirement planning.

— Garry Wolnarek, Umbrella Property Accountants

www.umbrellaaccountants.com.au
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