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The information contained in this publication is for general guidance only and is
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Laws and regulations change and can have varied impacts; therefore, errors, delays, or
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is not intended as legal, accounting, tax, or professional guidance. Eclipse Advisory is not liable for
any decisions or actions taken based on this information. Before any action or decision, consult
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David Robson and Eclipse Advisory Pty Limited trading as Eclipse Advisory are Authorised
Representatives of Synchron Advice Pty Ltd ABN 33 007 207 650 for financial planning services
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Please note: Before investing in any financial product you should always obtain and read a Product
Disclosure Statement and consider whether it is appropriate for your objectives, situation and
needs. We further recommend that you consult with a suitably licensed and qualified financial
adviser before proceeding.
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s founder and CEO of Eclipse Advisory, I'm
thrilled to unveil the newest addition to the
Infohub library: an insightful new ebook
covering, “Secure SMSF Success:

Essential Strategies for Savvy Investors”.

This resource is dedicated to empowering Australians with critical financial knowledge, aimed at
enhancing decision-making. We believe that knowledge is the key to wealth creation. Our mission is
to assist you in growing and protecting your wealth through improved understanding and strategic
decision-making.

At Eclipse Advisory, our foundation is built upon over 40 years of distinguished expertise in wealth
creation, as both chartered accountants and financial planners. We possess the comprehensive
registrations and licenses necessary to provide an extensive range of advice, tailored to each
aspect of financial growth and planning. Setting us apart from our competitors, we offer a truly
holistic advisory service. Our unique, integrated approach ensures that clients receive expert
guidance on all matters related to wealth creation, from accounting to financial planning, all under
one roof.

Knowledge Gives You a Huge Advantage

We firmly believe in the transformative power of knowledge in managing wealth effectively,
achieving your financial goals, and navigating life's unpredictable challenges. This conviction
underpins our series of eBooks, meticulously crafted to guide you through the benefits and
potential risks associated with various financial strategies and investments.

We trust that you will find this publication both insightful and professionally curated. Your
feedback is invaluable to us as we aim to continuously evolve our offerings to meet your financial
information needs.

| personally invite you to share your financial goals and offer a cost and obligation-free Discovery
Consultation to explore how we can assist in making those goals a reality.

Scan here to book an appointment



T ake charge of your superannuation
with this comprehensive guide to
setting up and managing an SMSF. It
offers practical advice and strategies
across seven key areas to help you
navigate the complexities and

maximise your fund's potential.

Self-managed super funds (SMSFs)
offer control and flexibility for
Australian investors, and this e-book is
here to guide you through mastering
your SMSF. We've outlined seven
essential pillars, providing
straightforward and actionable advice
to help you make informed decisions
and secure a prosperous retirement.

We'll begin with the basics of SMSFs, covering their purposes and the setup process. From
there, we'll move on to membership and trustee requirements, ensuring you understand
who qualifies as a member and what duties are involved. We'll explore investment
strategies, teaching you how to create and execute a plan tailored to your goals. We'll also
highlight the advantages of SMSFs, such as tax benefits and investment flexibility.

Then, we'll address the challenges and risks of managing an SMSF, offering practical tips.
You'll gain insights into regulatory compliance, ensuring you stay on the right side of the
law. Lastly, we'll compare SMSFs with other superannuation options to help you decide if
they're right for you.

By the end of this e-book, you'll have the knowledge and confidence to manage your
SMSF effectively. Let's master your superannuation together.
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Introduction to Superannuation

Understanding Superannuation: A Key to Retirement Planning

Superannuation, often referred to simply as 'super’, is a cornerstone of retirement planning in
Australia. Superannuation is a system where money is set aside and invested throughout an
individual's working life to ensure a steady income once they retire. It provides financial security in
retirement. The concept behind superannuation is relatively straightforward: it functions as a long-
term savings plan, making it compulsory for employers to contribute to their employees' super
funds, which are then supplemented by additional personal contributions if so chosen.

The importance of superannuation cannot be overstated. For many Australians, the
superannuation fund becomes one of their most significant assets, second only to their home.
Governed by strict regulations to protect and grow the retirement funds of millions, the super
system aims to provide Australians with the financial means to enjoy their post-working years
without the burden of economic stress.

Role of Superannuation in Retirement Planning

The role of superannuation in retirement planning is pivotal. It secures financial comfort for
retirees and reduces their dependence on the government's age pension. Superannuation funds
are accumulated through contributions made by employers, which currently stand at 10% of an
employee's earnings and are set to increase incrementally to 12% by July 2025. Employees can
boost their retirement savings by making voluntary contributions, which can be made before or
after tax, depending on their financial strategy and tax implications.

Professional fund managers manage investments within superannuation funds, investing in diverse
assets, including shares, bonds, property, and cash. The aim is to grow the fund balance over a
long period, leveraging the compound interest effect, where the initial capital and accumulated
interest earn more over time. This compounding effect is a powerful tool in wealth accumulation,
making superannuation one of the most effective ways to save for retirement.

Superannuation also offers tax advantages not typically available with other investment types.
Contributions made to superannuation are taxed at a concessional rate of 15%, which is
considerably lower than most personal income tax rates. Furthermore, the earnings on
investments within the super fund are also concessionally taxed. Once retirees reach the age to
legally access their super (currently 60 for most people), they can withdraw their funds tax-free,
providing significant tax savings and financial benefits.

The system is designed to be flexible yet robust, allowing for accumulation during a person's
working life and the distribution of funds during retirement. Members can choose from different
types of super funds, such as retail, industry, and SMSFs, each offering different features, benefits,
and levels of control over investment choices.

Superannuation is an essential part of financial planning for every Australian. It secures a more

comfortable and financially stable retirement and fosters a culture of saving and investment
across the working population.
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Understanding how superannuation works and making informed decisions about contributions and
investment options can profoundly impact the quality of life in retirement, making it a critical
component of financial strategies. As the system continues to evolve, staying informed and
engaged with one's superannuation is essential to maximising its benefits for a secure financial

future.

Dive into Self-Managed Super

Funds (SMSF)

Defining the SMSF

An SMSF (Self Managed Superannuation Fund)
is a private superannuation fund you manage
yourself. It's distinct from other types of super
funds that a fund manager typically manages.
SMSFs allow up to six members, all trustees (or
directors if the fund has a corporate trustee),
responsible for deciding how the fund is
managed and its assets are invested. The
Australian Taxation Office (ATO) regulates
SMSFs, ensuring they comply with
superannuation and tax laws.

SMSFs offer a high degree of control over
retirement savings, with trustees choosing
their investment strategies and managing the
fund according to their financial goals. This
personalised control appeals to those with
significant financial knowledge and a keen
interest in personal finance management.

Operational Mechanics of SMSFs

Running an SMSF involves several vital
responsibilities. Trustees must develop and
implement an investment strategy considering
all fund members' retirement goals and risk
tolerance. They must also ensure the fund
complies with legal obligations, including
annual audits, accurate tax reporting, and
adhering to compliance regulations set out by
the ATO.

Trustees take on a substantial administrative
burden but gain the flexibility to investin a
broader range of assets, such as direct
property, shares, and collectibles. However,
they must ensure these investments comply

with the fund's strategy and superannuation
laws. For example, SMSFs are prohibited from
providing loans or buying assets from fund
members or relatives.

The Unique Appeal of SMSFs

Members' control over investment choices
sets SMSFs apart from other super funds. This
control can lead to tailored investment
strategies that more closely align with the
individual members' retirement planning goals.
SMSFs can be particularly attractive for those
who wish to invest directly in property or hold
specific shares not available in other super
fund options.
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Moreover, SMSFs can offer cost savings for
more significant balances, as the costs
associated with running the fund can be fixed
and represent a smaller proportion of the
fund's assets as the balance grows. SMSFs are
cost-effective for those with financial acumen
who want to manage their super fund
effectively.

SMSFs represent a powerful tool for

Australians who want to manage their

retirement savings actively. h —y
e

They offer personalisation and control that other types of super funds can't match. However, they

require a commitment to ongoing management and a solid understanding of financial and legal

responsibilities. For those prepared to take on these duties, an SMSF can be a rewarding way to
build and manage retirement wealth.

SMSF Membership Configurations

Setting Up a Multi-Member SMSF

Creating a multi-member SMSF involves careful consideration and strict adherence to legal
criteria. A multi-member SMSF can include up to six members, all of whom must be trustees or
directors of a corporate trustee. Each member actively manages the fund's operations, from
investment decisions to compliance with superannuation laws.

To set up a multi-member SMSF, you must ensure each member understands and agrees to their
roles and responsibilities.

The fund's trust deed must clearly outline these duties and the fund's operating rules. All
members must sign and agree to the trust deed. Additionally, the fund must register with the
Australian Taxation Office (ATO) and obtain both a Tax File Number (TFN) and an Australian
Business Number (ABN).
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Options for Single-Member SMSFs

A single-member SMSF offers flexibility in its structure. You can opt to have a corporate trustee,
where the single member acts as the sole director of the trustee company. This setup simplifies
the fund's administration and provides a clear separation of fund assets from personal assets,
which enhances asset protection.

Alternatively, a single-member SMSF can have two individual trustees. In this scenario, the
member collaborates with another individual who agrees to act as the second trustee. This other
trustee must only be an employee of the member if they are related. This rule helps maintain the
fund's integrity and ensures that decisions are made in the fund's best interest.

Legal Provisions for Trustees in Single-Member Funds

For single-member SMSFs with a corporate trustee, the member often wears two hats - as the sole
director and as the sole member. This structure streamlines decision-making and record-keeping,
allowing more straightforward compliance with superannuation regulations. In arrangements with
two individual trustees, both individuals must consent to their roles and commit to fulfilling their
trustee duties as laid out in the SMSF's trust deed. These trustees share equal responsibility for
the fund's administration, ensuring that the SMSF complies with superannuation laws and
investment regulations. SMSF Trustees and Compliance

SMSF Trustees and Compliance

All SMSF trustees must adhere strictly to superannuation laws, whether in multi-
member or single-member funds.

These laws include investment restrictions, reporting obligations, and ensuring that the fund's sole
purpose is to provide retirement benefits to its members. Trustees must also prepare and
implement an investment strategy that fits the members' risk tolerance and retirement objectives.

Each trustee is personally liable for the decisions made in the fund’s management. This personal
accountability underscores the importance of a proactive and informed approach to SMSF
governance. Trustees must keep themselves updated on legislative changes and ensure the fund
meets all regulatory requirements, such as annual audits and accurate tax filings.

In summary, whether opting for a multi-member or single-member SMSF, the key to successful
management lies in understanding and adhering to the compliance requirements and actively
participating in the fund's decision-making processes.
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Overview of Superannuation Fund

Types in Australia

Industry Super Funds: Tailored for Workers

Industry super funds cater to workers in
various sectors and are typically run by
member organisations, such as unions or
employer associations. These funds reinvest
profits back into the fund, aiming to benefit
members directly rather than external
shareholders. The focus is on maximising
member returns, often making them a popular
choice for employees seeking straightforward,
value-driven super solutions.

Industry funds often offer a range of
investment options to suit different risk
appetites and retirement timelines. Many are
open to anyone, providing flexibility as careers
evolve or if moving across various sectors.
Their simplicity and focus on member benefits
make them a staple in the superannuation
landscape.

Corporate/Employer Funds: Exclusive
Company Benefits

Corporate or employer super funds are private
funds companies establish for their
employees. The chief characteristic of these
funds is exclusivity—they are not available to
the general public but only to employees of
the respective company. This exclusivity can
lead to tailored benefits aligned with employer
offerings, such as additional contributions or
reduced fees, which enhance the
attractiveness of these funds to workers within
those companies.

Management of these funds can vary; some
giant corporations may manage the fund in-
house, while others may contract an external
super fund provider to manage the fund on
their behalf. The primary appeal lies in the
bespoke nature of the fund, designed to align
closely with the needs and interests of its
members.

Retail Super Funds: Wide Accessibility

Financial institutions like banks or investment
companies operate retail super funds. These
funds are accessible to the general public and
are characterised by various investment
options, catering to diverse financial needs
and retirement planning strategies. Retail
funds typically offer features like life insurance
and income protection bundled with the
superannuation product.

These funds operate on a fee-for-service basis,
and while they sometimes carry higher fees
than industry super funds, they compensate
with extensive customer service and the ability
to handle complex investment portfolios.
Retail super funds are a favoured choice for
individuals seeking specific investment
strategies or those requiring more
personalised financial advice.
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Public Sector Funds: Government Employee
Plans

Public sector super funds are reserved for
government employees, including local, state,
and federal employees. These funds often
benefit from being closely aligned with
government employment conditions, offering
unique advantages such as defined benefit
schemes, where retirement benefits are
calculated based on a formula rather than
investment returns.

These funds typically provide stability and
reliability, reflecting the nature of government
employment. Public sector funds can benefit
long-term government employees due to their
favourable contribution and benefit
structures.

Small APRA Funds (SAF): Managed by
Professionals

Small APRA Funds (SAFs) are similar to SMSFs
but are managed by a professional
trustee licensed by the Australian

Prudential Regulation Authority (APRA). SAFs
are limited to at most five members, making
them a niche choice for those who seek the
personalised approach of an SMSF without the
burden of managing the fund themselves.

SAFs provide an alternative for individuals who
want more control over their retirement
savings but prefer to delegate the legal and
administrative responsibilities to a
professional. This arrangement ensures
compliance and professional management
while allowing for a tailored investment
approach.

Each type of super fund offers distinct
features and benefits, making it crucial for
individuals to consider their financial situation,
retirement goals, and the level of involvement
they wish to have in managing their
superannuation investments. Choosing the
correct type of super fund is a critical decision
that can significantly impact financial security
in retirement.

Advantages of Operating an SMSF

Financial and Investment Benefits

One of the most compelling reasons to start an
SMSF is the potential for pooling family assets.
By consolidating superannuation assets with
up to five other members, typically family,
SMSFs can create a substantial pool of funds.
This larger pool increases the investment
opportunities available, allowing members to
access investments that might otherwise be
out of reach due to minimum investment
requirements.

The control and flexibility afforded by SMSFs
are unparalleled. Members act as trustees,
directly influencing the fund's investment
strategy to suit personal retirement goals and
risk profiles. This hands-on approach can
adapt to changes in members' circumstances
or shifts in the financial market, offering a
dynamic and responsive retirement savings
plan.

Operational and Tax Advantages

SMSFs offer trustees operational flexibility
rarely seen in other superannuation funds.
Trustees decide on the fund's administrative
aspects, investment choices, and transaction
timing. This control extends to tax planning;
trustees can strategically time purchases and
sales to optimise tax outcomes, such as
realising capital gains in years when income is
lower.

The tax benefits of SMSFs also play a crucial
role in their popularity. Contributions to
SMSFs are taxed at a concessional rate of 15%,
substantially lower than the top personal
income tax rates. Moreover, investment
income is also concessionally taxed within the
fund, and no tax is generally payable on
pension withdrawals from the fund once
members are over 60 years old.
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Asset Protection and Estate Planning

Asset protection is a significant advantage of
SMSFs. In the event of bankruptcy,
superannuation assets are typically protected
from creditors, safeguarding a member's
retirement savings. This protection ensures
that members have security in retirement,
regardless of financial adversities faced during
their working lives.

Estate planning is another area where SMSFs
offer considerable advantages. Unlike other
super funds, SMSFs allow for more detailed
and customised estate planning.

Members can specify more precisely how their
superannuation benefits are distributed upon
death than is possible under standard
superannuation agreements. This can include
the creation of pensions that continue to
provide for dependants after a member's
death, a feature particularly valued by those
with complex family situations or specific
bequest desires.

Overall, the decision to manage an
SMSF should not be taken lightly. It
requires a commitment to active
management and an understanding
financial and legal responsibilities.

However, for those up to the challenge, the
benefits of tailored investment strategies, tax
advantages, and enhanced estate planning
capabilities make SMSFs an attractive option
for managing retirement savings.

Risks and Disadvantages of SMSFs

Management and Time Commitment

Operating an SMSF demands considerable
time and effort. Unlike traditional super funds
managed by professionals, SMSF trustees
must actively participate in the fund's day-to-
day management. This includes crafting and
updating investment strategies, monitoring the
fund's performance, and ensuring compliance
with regulatory requirements. The
administrative burden also extends to keeping
accurate records, preparing financial
statements, and organising annual audits.

The time commitment required for many can
prove overwhelming, especially for those
without a financial background. Managing an
SMSF effectively requires ongoing education
about financial markets and superannuation
laws, which can be time-consuming and
challenging.

Financial Risks

One of the financial risks associated with
SMSFs relates to the costs involved. While
managing more significant balances can make
an SMSF cost-effective due to the economies
of scale, smaller funds might find the fixed
costs disproportionately high. Such costs
include audit fees, supervisory levies, and
other administrative expenses, which can
erode investment returns if the fund balance is
not sufficiently large.

Moreover, SMSFs carry the risk of non-
compliance with superannuation and tax laws,
which can result in significant penalties from
the Australian Taxation Office (ATO). Trustees
must ensure their fund complies with the
stringent regulations governing SMSFs,
including the sole purpose test, which
stipulates that they must maintain the fund to
provide retirement benefits to its members.
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Residency Issues and Compliance Risks

The residency rules for SMSFs are strict; the
fund must always meet the Australian
superannuation fund definition to receive tax
concessions. A trustee moving overseas
permanently or for an extended period can
affect the fund's residency status. Failure to
meet the residency requirements can result in
the SMSF being non-compliant, leading to
significant tax penalties—up to 47% on the
fund's assets.

Investment Knowledge Requirements

Trustees of SMSFs must have or gain a
thorough understanding of financial and
investment principles. Managing a super fund
requires knowledge of investment risks and
opportunities and crafting a diversified
investment strategy that aligns with the
members' retirement goals and risk appetites.

With sufficient investment knowledge, trustees
may make sound investment choices,
potentially jeopardising the fund's
performance and the financial security of its
members in retirement. The responsibility for
investment decisions lies solely with the
trustees, making financial literacy essential for
effective fund management.

Fraud and Theft

Another risk associated with SMSFs is the

Comparison of Trustee
Structures in SMSFs

Individual Trustee versus Corporate Trustee

Choosing the proper trustee structure is crucial when setting up an
SMSF. The decision impacts the fund's administration, compliance, and
flexibility in managing membership changes. SMSFs can have either
individual trustees or a corporate trustee. Each option has distinct
advantages and responsibilities, which can help make an informed

choice.

potential for fraud or theft.

As SMSFs often involve significant amounts of
money, they can be targets for fraud. Unlike
public offer super funds, SMSFs do not have
access to the same level of regulatory
oversight or compensation schemes for fraud
and theft.

Trustees must be vigilant and ensure
robust security measures to protect
the fund's assets.

Complaints and Dispute Resolution

Handling disputes within an SMSF can be
complex and costly. Unlike members of the
public who offer super funds, SMSF members
do not have access to the Superannuation
Complaints Tribunal for dispute resolution.
Instead, they must resolve disputes through
the courts, which can be lengthy and
expensive. This potential for high legal costs
should be considered for anyone considering
setting up an SMSF.

In summary, while SMSFs offer numerous
benefits in control and flexibility, they also
come with significant risks and responsibilities.
Potential trustees should weigh these carefully
and consider whether they have the time,
expertise, and financial capacity to manage
these risks effectively.
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Individual Trustee Setup

An individual trustee structure involves each
member of the SMSF acting as a trustee. This is
often considered a cost-effective option
because it does not include the incorporation
fees associated with setting up a corporate
trustee. However, all fund assets must be
registered in the trustees' names, and any
changes in membership—such as adding or
removing members—require changes to the
asset registrations. This can be cumbersome
and time-consuming.

Individual trustees must also ensure that the
SMSF’s assets are separated from their assets.
Each trustee is jointly and severally liable for
the actions of the other trustees, which means
if one trustee violates compliance laws, all
trustees are held accountable.

Corporate Trustee Advantages

Using a corporate trustee involves setting up a
company to act as the trustee of the SMSF.
Although this option incurs higher initial costs
and ongoing fees, such as annual review fees
from the Australian Securities and Investments
Commission (ASIC), it simplifies the
management of the fund's assets. With a
corporate trustee, the assets are registered in
the company's name, remaining unchanged
even when members join or leave the fund.

A corporate trustee structure enhances the
fund's credibility and may be required by some
banks when the SMSF wants to borrow money.
It also limits liability to the fund's assets,
protecting the members' assets from legal
disputes unless there is evidence of serious
misconduct.

Changes in Membership

Handling changes in membership is more
straightforward with a corporate trustee. If a
member joins or leaves the SMSF, the
directors of the corporate trustee can be
updated without needing to change the
ownership titles of the fund's assets. This
reduces both administrative burden and the
potential for errors during asset transfers.

In contrast, with individual trustees, every
change in membership necessitates updating
the titles of fund assets to reflect the current
trustees' names. This can lead to significant
administrative work and potential legal fees.

Reduced Risk of Personal Assets Being
Compromised

A corporate trustee separates the trustees’
assets from the SMSF's assets. This separation
helps safeguard personal assets in case of
legal disputes or bankruptcy. Conversely, with
individual trustees, if the fund incurs a liability,
the trustees' assets may be at risk if the fund's
assets are insufficient to meet the liability.

Borrowing to Purchase Property

Banks and other lending institutions often
prefer SMSFs with corporate trustees when
extending loans for property purchases. The
corporate structure provides a layer of
security and professionalism that is appealing
to lenders, making it easier to secure finance
for investment purposes.
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In conclusion, while the choice between an
individual trustee and a corporate trustee
depends on the specific needs and
circumstances of the fund's members, a
corporate trustee generally offers greater
flexibility, asset protection, and ease of
administration. This structure may be
particularly advantageous for SMSFs that
anticipate changes in membership or plan
to borrow for investment purposes.
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Trustee Eligibility and Legal
Responsibilities in SMSFs

Criteria for Becoming a Trustee

A trustee must meet specific eligibility criteria to
manage an SMSF. This eligibility criteria ensures
that only capable and trustworthy individuals
manage these funds. Firstly, all trustees must be
over 18, demonstrating legal capacity to enter
into contracts. Trustees cannot be under a legal
disability, such as mental incapacity, which

would prevent them from fulfilling their duties
effectively.

Importantly, individuals must not have a history
of dishonest conduct, including not being
convicted of an offence involving dishonesty.
Additionally, trustees should not be insolvent
under administration, such as an undischarged
bankrupt, nor should they have been disqualified
by a court or regulator, such as the Australian
Taxation Office (ATO), from acting in a
management role within a super fund.

Obligations and Duties of Trustees
Trustees of SMSFs shoulder a considerable (
amount of responsibility. They must ensure the
fund complies with the Superannuation Industry
(Supervision) Act 1993 and the Superannuation

Industry (Supervision) Regulations 1994,
collectively known as SIS legislation. Trustees are
legally obligated to act honestly in all their
dealings and make decisions that are in the best
interests of all fund members. These dealings
include formulating and implementing an
investment strategy considering the fund's
assets' risk, composition, liquidity, and
diversification.
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Trustees must keep the fund's assets separate
from their assets to avoid conflicts of interest
and ensure clear financial boundaries. They are
also required to maintain accurate and
accessible records, prepare financial statements,

and facilitate an annual audit by an approved
SMSF auditor.
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Legal Responsibilities in Fund Management

The role of an SMSF trustee involves more
than just compliance; it requires proactive
management and adherence to the fund’s
stated goals. Trustees must ensure the fund is
capable of providing retirement benefits to
members. This involves not engaging in
prohibited transactions, such as lending to or
investing in assets of related parties, which is
strictly forbidden under the SIS Act.

Trustees are also charged with ensuring the
fund fulfils its primary purpose—providing
retirement benefits to its members. They must
avoid any actions seen as providing financial
assistance to members or their relatives
before retirement.

Understanding Trustee Declarations

Upon appointment, each new trustee or
director of a corporate trustee must sign a
declaration within 21 days of their
appointment.

This declaration states that they understand
their duties and responsibilities under the SIS
Act. It’s a legal requirement meant to ensure
that trustees are fully aware of the legal
implications of their role and the operational
standards they must adhere to.

Special Conditions for Trustee Appointments

In certain situations, special conditions apply
to who can act as a trustee. For example, if a
member is a minor, a parent or guardian must
act as trustee until the member reaches
adulthood. Similarly, if a member becomes
legally incapacitated, a legal personal
representative will assume the role of trustee
on their behalf.

The role of an SMSF trustee is
complex and laden with significant
legal responsibilities.

Potential trustees must meet strict eligibility
criteria and commit to ongoing education and
engagement with the fund's operations to
ensure compliance and success.
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Regulatory Framework and

Compliance for SMSFs

Roles of Regulatory Bodies

The regulatory landscape for SMSFs in
Australia is intricate and involves multiple
government bodies. The Australian Taxation
Office (ATO) is the principal regulator, ensuring
SMSFs comply with superannuation laws. The
ATO oversees SMSF registration, compliance,
and audit processes, enforcing rules and taking
corrective action when funds breach
regulations.

The Australian Securities and Investments
Commission (ASIC) is crucial in overseeing
financial services and markets, including those
related to SMSFs. ASIC ensures that SMSF
auditors are registered and meet professional
standards, providing a layer of oversight that
enhances the integrity of SMSFs. The
Australian Prudential Regulation Authority
(APRA) oversees significant super funds. Still, it
collaborates with the ATO to consistently
apply super laws across all funds.

Legal and Regulatory Requirements

Compliance with the regulatory
framework is fundamental to the
operation of SMSFs.

Trustees must ensure their fund adheres
to the Superannuation Industry
(Supervision) Act 1993 (SIS Act) and the
associated regulations. These laws
establish requirements for fund structure,
management, and investment activities.

The sole purpose test is a critical regulatory
requirement, ensuring that SMSFs are
maintained solely to provide retirement
benefits to members. Any activity or
investment contravening this test can
jeopardise the fund’s compliance status,
leading to severe penalties.

[

Trustees must also comply with investment
rules, which mandate that investments are
made on an arm's length basis and are
properly diversified to minimise risk.

These rules are necessary for the fund to be
deemed compliant, attracting punitive tax
rates.

The Sole Purpose Test

The sole purpose test requires that the SMSF
be maintained to provide retirement benefits
to its members or their dependants in the
event of death. Trustees must avoid any
activities that offer pre-retirement benefits to
members or their relatives, such as using fund
assets for personal use.

The ATO monitors compliance with the sole
purpose of testing. Trustees must ensure their
investment decisions and fund operations
align with this requirement. Failure to adhere
to the sole purpose test can lead to significant
penalties and tax implications.
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Investment Strategy and Compliance

An SMSF must have a documented
investment strategy that outlines the
fund's investment objectives and the
methods for achieving them.

This strategy should consider the fund's risk
profile, liquidity needs, and diversification
requirements. Trustees must regularly review
and update the investment strategy to reflect
changes in the fund's circumstances or market
conditions.

Trustees must also comply with specific
investment restrictions, such as prohibiting
acquiring assets from related parties or
borrowing money, except under limited
circumstances. Ensuring adherence to these
rules is vital to maintaining the fund's
compliance status.

Annual Audits and Reporting

Annual audits are a mandatory requirement for
SMSFs. Trustees must appoint an approved
SMSF auditor to review the fund’s financial
statements and compliance with super laws.

The auditor provides an independent
assessment, ensuring the fund’s operations
are transparent and compliant. Additionally,
trustees must lodge an annual return with the
ATO, which includes financial and regulatory
information about the fund. This return must
be accurate and timely, as late or incorrect
lodgements can attract penalties.

Penalties for Non-Compliance

Non-compliance with superannuation laws can
result in severe penalties for SMSFs. The ATO
can impose administrative penalties, disqualify
trustees, or deem the fund non-compliant. A
non-compliant fund is taxed at the highest
marginal tax rate, significantly eroding the
fund’s assets and the members’ retirement
savings.

Trustees are responsible for ensuring that
their SMSF complies with all regulatory
requirements. Understanding the roles of
regulatory bodies, adhering to legal and
regulatory obligations, maintaining an
effective investment strategy, and ensuring
accurate reporting are all critical to the
successful operation of an SMSF.

Legislation and Legal Framework

Governing SMSFs

Key Legislation Affecting SMSFs

Several critical pieces of legislation govern SMSFs in Australia. Understanding these laws is crucial
for trustees to ensure compliance and avoid penalties. The Superannuation Industry (Supervision)
Act 1993 (SIS Act) is the primary law, setting out the rules for operating, managing, and regulating
SMSFs. It aims to protect members' retirement savings and ensure funds are managed prudently.

The Superannuation Industry (Supervision) Regulations 1994 (SISR) complement the SIS Act by
providing detailed operational guidelines. These regulations cover investment restrictions, trustee
responsibilities, and fund asset management. Together, the SIS Act and SISR form the cornerstone

of SMSF regulation.




Income Tax Assessment Acts

The Income Tax Assessment Act 1997 and the
Income Tax Assessment Act 1936 govern the
tax treatment of superannuation funds,
including SMSFs. These laws set out the
concessional tax rates that apply to
contributions and earnings within the fund and
the conditions under which these concessions
apply. Trustees must ensure their SMSF
complies with these tax laws to benefit from
concessional tax treatment.

The taxation rules also include specific
provisions for the tax treatment of
contributions, rollovers, and the payment of
benefits. Understanding these provisions
helps trustees manage the fund's tax
obligations effectively and optimise the fund's
tax position.

Taxation Administration Act

The Taxation Administration Act 1953 outlines
trustees' administrative responsibilities
regarding taxes. This includes the
requirements for lodging tax returns, paying
taxes, and maintaining accurate financial
records. The Act also gives the Australian
Taxation Office (ATO) the power to enforce
compliance, conduct audits, and impose
penalties for breaches.

Trust Deed and Super Laws

An SMSF operates under a trust deed, a legal
document that sets out the rules for
establishing and running the fund. The trust
deed is critical to the fund's legal framework
and must comply with superannuation laws.
Trustees must ensure the trust deed is
regularly reviewed and updated to reflect
changes in the law and the fund’s
circumstances.

Where the trust deed conflicts with super laws,
the laws take precedence. Trustees must know
the latest legislative changes and ensure the
trust deed aligns with them. Failure to do so
can result in compliance breaches and
potential penalties.

Regulatory Compliance and Trustee
Responsibilities

Trustees must comply with all relevant
legislation and ensure the SMSF operates
within the legal framework. This includes
maintaining the fund to provide members with
retirement benefits, adhering to investment
restrictions, and fulfilling reporting and
administrative requirements.

Trustees must act honestly and in the
best interests of all fund members.

They must keep the fund's assets separate
from their assets and exercise care, skill, and
diligence in managing the fund. The legal
framework imposes fiduciary duties on
trustees, requiring them to act prudently and
ensure the fund's financial health.

Penalties for Breaches

Breaches of superannuation laws can result in
significant penalties for SMSFs and their
trustees. The ATO can impose administrative
penalties, disqualify trustees, or deem the
fund non-compliant. Non-compliance can lead
to the fund being taxed at the highest marginal
tax rate, severely impacting the fund's assets
and members' retirement savings.

In severe cases, trustees can face legal action
and personal liability for losses resulting from
their actions. This highlights the importance of
understanding and adhering to the legal
framework governing SMSFs. Trustees must
remain vigilant and proactive in managing their
funds to ensure compliance and safeguard
members' retirement benefits.
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Closing Commentary

You’vejourneyed through the seven pillars of SMSF success. We covered
superannuation basics, SMSF mechanics, and membership configurations. You also
learned about different fund types and SMSFs' unique benefits.

We discussed the risks and how to manage them. You now understand trustee
structures, responsibilities, and the importance of compliance. Key legislation and
regulatory frameworks are no longer a mystery.

You’re now ready to take charge of your SMSF. This e-book has given you practical
strategies and clear insights. You have a roadmap to manage your superannuation
fund effectively.

Thank you for joining us. Here’s to a secure financial future and a
prosperous retirement. And remember, with an SMSF, you’re the boss - just
don’t fire yourself.
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Eclipse Advisory: Your Strategic
Financial Partner

Eclipse Advisory offers bespoke financial and business advisory services. With a
commitment to personalisation and strategic insight, our firm guides clients
through financial complexities, ensuring tailored advice for every stage of their
journey.

David Robson, CEO and Founder of Eclipse Advisory, brings more than 40 years
of experience in financial advisory, specialising in wealth creation, financial
planning, and taxation. His extensive professional accreditations and
memberships underline his status as a trusted and skilled advisor in the financial
sector.

Eclipse Advisory distinguishes itself through its commitment to quality service,
powered by a solid advisory framework and a client-focused support system.

Our methodology guarantees strategic, personalised advice, complemented by
consistent monitoring and reviews to achieve financial goals.

Our comprehensive suite of specialist services includes superannuation & SMSF,
retirement & estate planning, bookkeeping & outsource CFO, and business &
startup services.
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Invitation

Our objective is to furnish clients with actionable insights and strategies for
informed decision-making and enhanced financial resilience.

We appreciate you taking the time to read our publication and hope you found it
useful. Your feedback is important to us, as it helps us better serve your needs.

Now, let's take action on what you've learned.

We invite you to book a cost and obligation-free Discovery consultation to
discuss your financial goals and explore how we can help you achieve them.

For your convenience we offer a number of booking options:

Telephone for an appointment: 1300 978 077
Email an appointment request to: admin@eclipsedadvisory.com.au
Book online at: eclipseadvisory.com.au
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Contact Us

1300 978 077
admin@eclipseadvisory.com.au

eclipseadvisory.com.au
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16a Karalta Plaza, 12 Karalta Road, Erina NSW 2250



