
 

 

 

Self-Managed Super Fund Newsletter 
 
This quarterly newsletter provides 
information about tax and compliance 
for Self-Managed Super Funds (SMSF).  

--------------------------------------------------- 
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Send us an email if you would like to 
receive any of our other newsletters. 

enquiries@chieftains.com.au 
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COMMON PITFALLS IN 
MANAGING A SMSF 

 

SMSFs are not “set-and-forget” 
entities. They require regular 
attention to optimise result and there 
are some basic pitfalls some SMSF 
trustees are falling into. 

1. Setting up a SMSF to do something 
other than fund retirement 

Under the Supervisory Industry 
Supervision Act, SMSFs are to be 
established for a very simple 
objective… to save for the future. The 
law is clear, in no way, shape or form 
can a member benefit from any SMSF 
assets prior to retirement. “Benefit” in 
this context includes having use of 

SMSF assets. Art work and collectibles 
are examples of assets that, in the 
past, provided members with a 
current benefit since those assets 
were put on display. That is why 
stricter rules were brought in for those 
types of investments. 

If you are going to establish a SMSF, 
you need to understand that access to 
investments is denied until 
retirement. 

2. Failing to genuinely form and review 
an investment strategy 

A detailed investment strategy with a 
robust review is likely to lead to better 
outcomes. Many SMSF trustees are 
now considering whether their fund is 
worthwhile because very little thought 
went into the investment strategy 
from the outset, and over the years 
resulting in a lacklustre performance. 

3. Managing for performance not 
compliance 

Because of the strict compliance 
regime imposed by regulators, SMSF 
trustees often get bogged down with 
compliance and leave very little, or no 
time, to spare in why the SMSF was 
created in the first place... to invest! 
It’s binding on trustees to actively 
manage investments and generate the 
best returns possible for members; 
and mitigate risks that can damage 
future performance. 

4. Mixing fund’s money with personal 
money 

At all times, keep SMSF money 
separate from personal or business 
affairs. You are not permitted to take 
money out of your fund, even if you 
fully believe you will pay it back right 

away. This is a severe breach... just 
don’t do it! 

5. Not knowing what you can’t invest 
in 

While super laws won’t tell you what 
to invest in, they do set out activities 
SMSF are not permitted to do. Some 
of the restrictions include: 

o  providing loans or other financial 
assistance to members or member’s 
relatives, 

o acquiring assets (with limited 
exceptions) from related parties 
including fund members and their 
associates, 

o borrowing money (except limited 
recourse borrowing arrangements), 

o investing more than 5% of fund 
assets in a related party’s business, 

o entering an investment that does 
not have commercial terms. 

When it comes to a SMSF don’t 
assume what it can and can’t do... 
seek advice first. 

 

LEGISLATION & OTHER CHANGES 

 
The ATO released Tax Determination 
(TD 2016/16) providing guidelines for 
SMSF that borrowed money (to buy an 
asset) with terms more favourable 
than an “arms-length” lender would 
provide. For example, loans with a 
related party at 0% interest. If your 
SMSF has a favourable loan 
arrangement, then it needs to take 
remedial action right away. 
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The Fair and Sustainable 
Superannuation Bill and Excess 
Transfer Balance Bill passed into 
legislation November 2016 resulted in 
many changes, some of which are 
listed below, with an effective date of 
1 July 2017: 

o Annual concessional super 
contributions cap is lowered to 
$25,000 irrespective of your age. 

o The annual non-concessional (after 
tax) super contribution cap will be 
lowered from $180,000 to 
$100,000. 

o The tax-exempt status of Transition 
to Retirement Income Schemes 
(TRIS) will be removed. Earnings 
from a TRIS will be taxed at 15% 
regardless of the date the TRIS 
commenced. 

o Spouse income threshold will be 
increased to $40,000 from the 
current $13,800 for couples that 
support each other in saving for 
retirement. 

o Entitlement to personal super 
contribution deductions for self-
employed has been widened by 
removing the condition that less 
than 10% of their income is from 
salary and wages will be removed. 
This will be beneficial to self-
employed members that 

supplement income by working for 
an employer. 

o Eligible members with an adjusted 
taxable income up to $37,000 will 
receive a “Low Income Super Tax 
Offset” contribution to their super 
fund equal to 15% of their 
concessional super contributions for 
an income year (capped at $500). 

o Pension balances will not be 
permitted to exceed a $1.6 million 
cap. This impacts members 
currently receiving a pension or 
annuity income stream from their 
fund; 

o Reduction of Division 293 income 
threshold from $300,000 to 
$250,000; 

SMSF members impacted by any of 
the above should obtain advice. 

 

OUR SMSF SERVICES 

 

o Organise establishment of SMSF, 
bare/security trusts and limited 
recourse borrowings 

o Preparation of SMSF financial 
statements 

o Preparation of member 
statements 

o Preparation and lodgement of 
SMSF tax returns 

o Windup SMSF 

o SMSF tax audit insurance 

o ASIC Agent for SMSF corporate 
trustee 

This newsletter does not seek to 
provide investment advice or propose 
that a SMSF suits your circumstances. 
If you do not have a financial planner 
that can help you with these issues, 
please contact us and we will connect 
you with the right person. 

 

 

Helpful information when it arises: 

 Follow us on Facebook 

 Follow us on Google Plus 

 Follow us on LinkedIn 

 Follow us on Twitter 
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Contact us... Chris Beavis Suite 25 (03) 9478 3333 
 Managing Director 20 Enterprise Drive enquiries@chieftains.com.au 
 Chieftains Bundoora   VIC   3083 chieftains.com.au 

 

 
This newsletter is for guidance only, and professional advice should be obtained before acting on any of its contents. Neither the publisher nor the 
distributors can accept any responsibility for loss occasioned to any person as a result of action taken or refrained from in consequence of the contents 
of this publication. Liability limited by a scheme approved under Professional Standards Legislation. 
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