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MRD
Your property
investment partner.
We give you the freedom to choose your future

Our goal is to give you the ability to build long term wealth for your family’s future.

As experts in building investment portfolios, our approach is to treat your investments 
like a business.  Most importantly, our approach is to treat you like a partner.

We teach you to invest the smart way; with the least amount of  risk possible.

Our preferred method of  investment is residential property.  We have a proven long 
term scientific method of  building wealth through this asset class.  We support our 
clients with planning, advice, research, acquisitions and education.

We help you learn the simple way so that you can grow the right way.

At the end of  the day we’re here to assist you.  Think of  us like your personal assistant 
in property helping you, advising you, researching for you and looking out for you.

That’s the MRD way.

www.mrdpartners.com.au
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or particular circumstances. We recommend that you seek professional advice from a licensed financial adviser before making any decision to purchase any 
financial product or asset mentioned in this guide.
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Year 
Ended

Establishments Windups Net 
Establishments

Total number 
of SMSFs

Total members of 
SMSFs

June 2019 20,427 13,544 6,833 581,231 1,090,467

June 2018 25,381 23,927 1,454 574,348 1,076,982

June 2017 30,352 14,508 15,844 572,894 1,079,734

June 2016 38,810 13,385 19,425 557,050 1,049,544

June 2015 33,743 13,600 20,143 537,625 1,017,776

What is a Self Managed Super Fund 
As the name suggests, a SMSF is a private superannuation fund or trust structure enabling its members to 
manage their own retirement savings. 

These members are responsible for making decisions about the fund and complying with the relevant 
laws and rules in the trust deed. SMSFs are established for the sole purpose of providing benefits to 
members on retirement and their beneficiaries upon death. 

To be categorised as a SMSF, it must meet the following criteria.

• Has up to 4 members
• Have its own Tax File Number (TFN), Australian Business Number (ABN) and transactional bank 

account
• Each member of the fund is a trustee or director if there is a corporate trustee (this is the main 

difference between a SMSF and other types of super funds)
• No member of the fund is an employee of another member of the fund, unless those members are 

related

• No trustee of the fund receives any remuneration for his or her services as a trustee

Why have a SMSF?

These days the retirement vehicle of choice for more and more Australians seems to be a SMSF. The latest 
Australian Taxation Office figures show there are nearly 600,000 SMSFs in Australia with a total of more 
than 1.1 million members. While this accounts for less than 5% of the population, these SMSFs total $747 
billion, or around 27% of the $2.7 trillion invested in superannuation.
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7 REASONS WHY PEOPLE ARE SWITCHING TO SMSFS
1.  Control
The Trustees of the SMSF are the ones that decide on what assets the fund will invest in, as well as how 
and when those assets are invested. Additionally, the trustees can have greater control over how the 
fund is run, in other words segregate the assets, then each member can give the trustee direction as to 
how their share or portion of the assets are to be invested, in relation to the investment strategy. Further, 
there is some flexibility in terms of how tax liabilities can be dealt with, particularly as the fund need only 
do one tax return, even though there may be 4 different members in the fund. 

2.  Flexibility
There is some flexibility with tax liabilities, particularly as the fund only needs to do one tax return, even 
though there may be 4 different members in the fund.
Also trustees can quickly and easily tailor the investing strategy or make changes to suit your individual 
needs, both before and after retirement and of course they can pay you a pension when you retire.

3.  Investment Choice 
The SMSF’s investment strategy may allow you a much wider range of options than those Aussies whose 
super is tied up in a retail fund. This may include investing in residential and commercial property, 
Australian shares, International stocks and derivatives, commodities, precious metals, fixed interest or 
bonds, collectables such as artworks or stamps and in cryptocurrencies.”

4.  Estate Planning (protecting the family)
Under current superannuation laws, the SMSF has an unlimited life span and may be able to provide 
benefits into the future for not only members, but their dependants. This is particularly beneficial 
since your Will does not necessarily control your super benefits. Additionally, you may be able to leave 
beneficiaries with control over when they can receive the lump sum, allowing you to look after child 
beneficiaries in a way that no other super structure can.

5.  Cost Savings

A SMSF may provide cost savings when compared with other super fund structures in the market. For 
example there will only be one tax return, one audit and one set of costs, even though there may be up to 
4 members in the fund. 

6.  Borrowing

There are guidelines which allow SMSFs to borrow funds for purchasing investments. This benefit allows 
you to directly invest in big ticket items such as property, something that you cannot do in a retail super 
fund structure.

7.  Insurance

SMSFs are required to consider insuring its members. A SMSF has the ability to tailor your wealth 
protection with insurance solutions which may exceed the standards allowed by other super fund 
managers.
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Benefits of Buying Property in Super
• Borrowing under a Limited Recourse Borrowing Arrangement (LRBA), meaning other super assets are 

not subject to bank security. 

• Ability to pool the funds of up to 4 members to provide for an increased exposure to property assets. 

• The overall cost of the investment property may be reduced. How? A larger deposit and the mortgage 
costs paid upfront rather than added to the loan amount, together with a shorter repayment term 
means that a SMSF property loan could be paid off in 10-15 years. And

• Rental income may be sufficient to service a loan, without the need for ongoing employee 
contributions. If the employer contributions are also used, however, rather than taking 25-30 years to 
clear the debt, a SMSF could own a house freehold in under 10 years.

• Having the ability to take on good debt within a favourable tax structure, where you can pay off and 
service the debt using 100 cents in every dollar, as opposed to taking on debt in your marginally taxed 
environment, often using after tax dollars. 

• Retirement savings can grow faster as all the investment income and capital growth goes into the 
SMSF.

Corporate Trustee

SMSF

Cash 
Management

 Account

Superannuation 
Contributions

Consolidated
Superannuation 

Rollovers

Income 
Rent|Dividends|Interest

Expenses
Administration | Fees |

Insurance | Advice Fees | Com-
pliance Costs

as trustee for

The SMSF Structure

Having a corporate trustee instead of individual trustees provides greater security, flexibility and 
efficiency, by limiting liability to the assets of the company and not those of the company’s directors. 

Also, when the SMSF has a change in members, the corporate trustee simply appoints the new 
member as a director of the company.
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• There is an ability to asset transfer personally owned business real property, directly into your super 
fund.

• Commercial properties can be leased back (at market rates) to fund members to use in their business 
(restrictions apply).  However, this cannot be done with residential property. 

• Estate planning can also be a strength, by introducing younger members of a family to a SMSF that has 
invested in property... the SMSF with the property asset can be passed on tax effectively to dependent 
beneficiaries. 

• Rental income has a lower tax rate which means you may be able to pay back the loan sooner. 

• Capital gains earned on the property are taxed at just 10% after the first year and if the property is 
used to pay a pension, any income or capital gains are tax free during the pension phase.

Things to be mindful of when buying property in your SMSF: 
• Repayments must be made from the fund, so it must have sufficient cash flow from contributions and 

rent to meet repayments, property expenses and future member pensions. Contribution rules change 
from time to time and such changes must be considered when assessing affordability (See ‘Recent 
Superannuation Rule Changes’ below).

• Lenders will generally loan 70% of the purchase price and charge a slightly higher interest rate. SMSF 
loans above the standard 70% LVR (the maximum LVR is 80% allowed under legislation) attract a 
higher interest rate again.

• SMSF borrowings are governed by regulatory requirements. The asset must be for the ‘sole purpose’ 
of providing retirement benefits to fund members and must not be acquired from a related party of a 
member. Neither you nor your relatives can live in or rent a residential property owned by your SMSF. 

• Borrowings can be used to maintain the property, but not ‘improve’ it in any way such as adding a 
pool or an extra bedroom. 

• If the property is sold, the proceeds cannot be taken out of the super fund until you retire or start a 
pension. 

Limited Recourse Borrowing Arrangements (LRBA) 

Borrowing Funds to Purchase Property in Super
The SMSF can borrow funds to effectively increase its ability to buy larger investment holdings such as 
property, potentially translating into higher levels of growth and returns down the track. 

The types of property that you can purchase in a SMSF include: 

• Residential 
• Retail 
• Commercial 

Purchasing ‘off the plan’ is also allowed in most circumstances. 
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When you are borrowing for a SMSF you generally cannot:

• Purchase land and then build, or renovate a property
• Use the borrowings to finance the house in which you live in 
• Lease a property your SMSF owns to someone you know, or a family member. Any lease 

arrangement must be done at ‘arm’s length’ and to someone you do not know. 

Borrowing under a SMSF structure is a bit more complicated than the usual home loan arrangements. It 
is different in a number of ways:

• You can only borrow under a Limited Recourse Borrowing Arrangement (LRBA) – which means that 
there is no recourse to the other assets owned by the SMSF. However it is important to note that 
sometimes banks can ask for a personal guarantee from members of the SMSF. 

• The property asset must be purchased through what is called a bare trust or a holding trust, which 
will have a company acting as the trustee. This essentially provides an extra level of protection in 
case one of the members of the trust gets into financial difficulty or suddenly goes bankrupt. Should 
this happen, the bank or lender cannot access the property to service their debts, given the trust 
is technically the legal owner of the property. However, the lender will still look to the guarantor, 
usually an individual(s) associated with the SMSF and the property purchase, to make good any loan 
deficit owed to the lender.

• Each property must be purchased using its own bare trust or holding trust, which will have a 
company acting as its trustee. Borrowing for multiple properties requires multiple bare trusts. A 
bare trust can be used only for a single asset and loan.

• The property asset will not be transferred to the SMSF until the loan is paid out. Once the debt has 
been cleared, the property asset is to be transferred to the SMSF and the bare trust wound up. This 
is done free of any capital gains or stamp duty costs. 

• Loans for SMSFs are usually not allowed to be highly geared, with the borrowing capacity normally 
limited to between 70% & 80% of the purchase price, compared with borrowing in your own name 
where you could borrow up to a maximum of 95% of the purchase price. 

• It is normal for interest rates associated with SMSF LRBAs to be higher and without the discounting 
that can be obtained when borrowing yourself. 
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What do I need to consider before starting a SMSF?
Deciding to set-up a SMSF is a big decision as it means you will be managing your own super, with your 
retirement lifestyle and comfort hanging in the balance. It is therefore very important to make sure it is 
the right option for you.

Things you should consider before establishing a SMSF include: 

• What assets and money do you have to make the fund viable? 

• What are your current and future super contributions likely to be? 

• How many members are joining the fund and how old are they? 

• Do you have the time to dedicate to managing your own super fund? 

• What are your investment preferences and do they align with your risk profile? 

• What are your retirement goals? 

• Are you setting up the fund solely to pay retirement benefits to members or their beneficiaries upon 
death?

• Do you understand what is involved in managing your own fund and what it means to be a trustee, 
including the responsibilities, obligations and duties?

• What is the latest legislation relating to superannuation and could it impact the success of my 
SMSF?

Recent Superannuation Rule Changes
Superannuation is subject to rule and legislation changes, which can occur at any time and can impact 
upon the running of your SMSF.

There were some major superannuation changes that came following the Federal Government’s 2016-17 
Federal Budget.

While many will only impact a very small minority of Australians, here are some of the more relevant 
changes:

• A $1.6 million superannuation transfer balance cap, limiting the amount that can be transferred to 
the retirement phase, benefitting from the tax-free pension environment

• The concessional contributions cap was lowered to $25,000

• For non-concessional contributions, the yearly cap was reduced to $100,000 for members 65 or 
over but under 75. Members under 65 can contribute up to $300,000 over a three-year period, 
depending on their total super balance.

• Reduction in the threshold from which an extra 15% tax applies on contribution to super, from 
$300,000 to $250,00
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How do I set up a Self Managed Super Fund?

The process of establishing a SMSF involves the following steps: 

1. Obtain a trust deed                                                                                                                                              
This is the legal document that sets out the rules for establishing and operating the fund 

2. Set an investment strategy                                                                                                                                  
You can do this in conjunction with your adviser. If this investment strategy involves the purchasing of 
property, you will also need to set up a bare trust and a corporate trustee. 

3. Appoint the trustees                                                                                                                                          
When you have decided on the type of trustees for your fund, you need to appoint them. With SMSFs, 
generally all members of the fund must be trustees or directors of the corporate trustee (when 
borrowing to purchase property) 

4. Sign a trustee declaration                                                                                                                                                    
If you are a new trustee (or director of a corporate trustee) you must sign a declaration, in the 
approved form, within 21 days of becoming the trustee or director. ➢ Record each member’s tax file 
number for the ATO 

5. Register with the ATO                                                                                                                                            
Obtain a TFN and ABN from the ATO when your fund is registered 

6. Open a bank account                                                                                                                                             
Do this in your fund’s name (not your name or any other entity’s name) to accept super contributions 
and rollovers of your current super benefits.

7. Rollover your current super benefits 

What will a SMSF cost? 

Just like any investment or investment structure, there will inevitably be some costs involved in setting up 
an SMSF. Just how much the costs will be is dependent on a number of variables, including:

• Your super balance 
• Your investment strategy 
• Your individual circumstances 
• How you actually manage the fund 

As with most things, the more complex you make it, the more costly it will be. However, with this in mind, 
it is worthwhile pointing out that with a SMSF you are really operating the fund on more of a fixed annual 
fee basis, as opposed to other retail and industry funds, where you may be paying an ongoing percentage 
based on the balance of your super fund. 

Costs can typically include: 

• Advice fees 
• Legal fees 
• Bank fees 
• Stamp duty (for property assets) 
• Ongoing property management fees (for property assets) 
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SEEK PROFESSIONAL ADVICE BEFORE YOU ACT

Simply put, the circumstances of each individual are different, so whether or not setting up an SMSF is for 
you will be a personal decision, and one that should be made with professional guidance.

You would need to have ‘enough’ combined super between the proposed members before justifying 
the set up of a SMSF. How much is enough, however, depends on a number of factors including the 
investment opportunity before you. SMSF setup costs are once off and ongoing costs are fixed so there 
can be some significant cost advantages in running a SMSF.

Ultimately, people will have a unique view of just how much is enough for them to start a SMSF. There is 
currently no legally required minimum balance, however.

Knowledge and understanding are essential before deciding if setting up and operating a SMSF is right for 
you. To that end it may be worth seeking independent licenced advice from someone who can help you to 
decide what’s best for you.

Understanding both the ‘why to’ and ‘how to’ are essential if you are going to take on the responsibility 
for investing your superannuation. Before paying others you can start your research by looking over the 
ATO website: (https://www.ato.gov.au/Super/Self-managed-super-funds/) 

MRD Partners is here to help you
MRD can assist you to identify your retirement goals and investment objectives. We can facilitate the 
process and help you to establish your SMSF by connecting you with licenced professionals along the way, 
should that be what you decide to do.

When it comes to finding the right investment property we assist by applying our scientific approach. We 
can ‘reverse engineer’ to find an investment property that delivers the right cash flow outcomes for your 
super fund.

Having assisted thousands of individuals and SMSFs to invest into real estate over many years we are 
sure that there’s nothing about your situation that won’t mirror one we have previously helped to work 
through. 

So do not feel as though you are alone with all this; you’re not.

General Advice Warning



Learn.
The simple way.

Invest.
The smart way.

Grow.
The right way.

Partner.
The confident way.

Phone  1300 883 854
Email hello@mrdpartners.com.au
Visit mrdpartners.com.au


