SELF-MANAGED SUPER AND
TRUSTEE STRUCTURES

CHOOSING THE RIGHT TRUSTEE STRUCTURE FOR YOUR SELF-MANAGED SUPER FUND
When you start your own Self-Managed Superannuation Fund (SMSF), one of the first decisions you'll need to
make is whether to operate your fund with individual trustees or through a special purpose Corporate Trustee.

Regardless of which trustee arrangement you choose, your
SMSF can only have a maximum of four members. In the case
of individual trustees, the members are the trustees and for a
Corporate Trustee fund, the members are also directors of the
trustee company.

If you already have an SMSF, you can convert your fund from
individual trustees to a Corporate Trustee and vice-versa. Both
SMSF trustee options have their advantages, but at The Peak
Partnership we often recommend a Corporate Trustee structure
for new SMSFs.

BENEFITS OF A SMSF CORPORATE TRUSTEE

Even though it might be more costly to adopt a Corporate
Trustee structure when you're setting up your SMSF - remember,
you need to establish a trustee company - the longer-term
benefits and flexibility will outweigh the upfront expense.

This is particularly the case with succession of your fund and/

or administrative efficiency upon the death of one of the SMSF
members.

Additionally, operating your SMSF on a day-to-day basis is more
flexible through a Corporate Trustee structure. For example,
asset acquisition, disposal and transfer transactions are simpler to
process through a Corporate Trustee.

Compliance is also a key element of any SMSF, with the Australian
Tax Office having authority to issue penalty notices to SMSF
trustees for breaches of a range of compliance regulations. While
a financial penalty is not something your SMSF wants to incur, the
penalty can be far less for a Corporate Trustee SMSF.
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These administrative penalties are imposed on a per trustee
basis — in the case of an SMSF with individual trustees, each
trustee is personally liable for payment of the penalty, whereas
the Corporate Trustee only is liable for the penalty. Based on the
maximum penalty, the result could be a fine of $10,200 for the
Corporate Trustee or a cumulative $40,800 for four individual
trustees.

The table on the reverse outlines the key advantages of a
Corporate Trustee SMSF in comparison to an SMSF operated by
individual trustees.

Our advisors at The Peak Partnership can help you determine the
best way to set up your SMSF, or advise you on the process to
convert your existing SMSF to a Corporate Trustee structure.

Contact us on 07 3360 9888 or at email@peakpartnership.com.au
for more information.

ADMINISTRATIVE EFFICIENCY
Fund assests remain in'the name of the Trustee Company,
even when there is a changein fund membership.

ASSET PROTECTION

A Trustee Company has limited liability, providing protection
if a third party sues the trustee for damages.

LOWER PENALTIES
Corporate Trustee SMSF don'tincur regulator penalties on a
per individual trustee basis.
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CORPORATE TRUSTEE INDIVIDUAL TRUSTEES

Estate planning flexibility Extra administration and costs

A company offers greater flexibility for estate  The death of a member presents considerable
planning, as the trustee does not change in administrative work and costs at an

the event of the death of a member. inopportune time.

Lower penalties Higher penalties

The Australian Tax Office administrative From 1 July 2014, an Australian Tax Office

penalty regime for SMSF typically applies penalty can be imposed on each individual

to a company only once for each breach of trustee for each contravention. Thus, having

compliance regulations. two individual trustees can double the
administrative penalty that would otherwise
apply to a Corporate Trustee.

Sole member SMSF Sole member SMSF
You can have an SMSF where one individual is A sole member SMSF must have two individual
both the sole member and the sole director.  trustees.

Administrative efficiency Extra and costly paperwork

On the admission or cessation of membership, The admission or cessation of a member

that person becomes or ceases to be a director requires that person to become or cease to be

of the company. Thus, the title to all assets an individual trustee. As trust assets must be

remains in the company’s name. held in all trustees’ names, the title to all assets
need to be transferred to the new trustees.

Continuous succession Ceases upon death

A company has an indefinite life span; in Timely action must be taken on death to
other words, it cannot die. A company makes ensure the trustee/member rules are satisfied.
succession to control more certain on death ~ SMSF rules do not allow a sole individual

or incapacity. trustee/member SMSF.

Greater asset protection Less asset protection
As companies have limited liability, they If an individual trustee suffers any liability, the

provide greater protection where a party trustee’s personal assets are also exposed.
sues the trustee for damages.
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