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Your what-to-do-if-I-die-first-or-I-get-dementia? plan for your SMSF

 

MANY if not most Self-Managed Super Funds (SMSFs) have a couple as their 

members and trustees. Usually, one will die before the other. In many cases, 

legal incapacitation as a result of, for example, dementia, also occurs. 

Such events are stressful and become even more stressful if there’s no plan in 

place. 

An SMSF, although it can have a single member, must have a minimum of two 

individual trustees. So, if one of two trustees dies or becomes legally 

incapacitated, a new trustee must be found. By law, this must happen within six 

months, while some trust deeds stipulate an even shorter period. 

The simplest way of dealing with legal incapacitation is for a couple to have 

enduring powers of attorney in place. The legislation permits an attorney to 

become a trustee of an SMSF. If the Trust Deed allows for the appointment of 

an attorney as trustee, the couple’s SMSF would effectively have two trustees in 

one person. However, in case of the death of an individual trustee, a new trustee 

must be appointed. 

One solution to cover both the eventualities of incapacitation and death might 

be to appoint a corporate trustee for your SMSF, if the Trust Deed allows this. 



A corporate trustee is a company and generally requires only one director, a 

member of the fund, while your SMSF is administered by the corporate trustee. 

If this scenario could apply to your SMSF, it is important to plan early and then 

to update that planning very regularly. You also need a will and binding death 

nominations. A binding death benefit nomination allows a member to advise the 

trustee who is to receive the member’s superannuation benefit in the event of 

the member’s death. 

However, all this takes care of the (relatively) easy stuff. In ‘couple’ SMSFs, 

there is usually one of the two trustees and members of a couple’s SMSF who is 

the ‘expert’ who deals with the paperwork, the accountant (or in some cases the 

accounts without an accountant) and whatever else can be part of running an 

SMSF. 

How will the ‘inexpert’ trustee run the SMSF if something happens to the 

‘expert’ trustee? 

One solution can be for the SMSF to be rolled over into a regular 

superannuation fund. The main things to watch there are (1) fees and charges, 

obviously, and (2) if there are people-friendly pension options available. 

Another solution can be to engage a an SMSF administrator. These come in all 

shapes and sizes, but essentially with a suitable SMSF administrator the 

‘inexpert’ surviving member of a ‘couple’ SMSF can continue with their SMSF, 

even though this, too, requires at least an understanding of how superannuation 

works. 

Another option could be for the SMSF to be wound up and the benefits to be 

paid out to the surviving member. This may be attractive if the SMSF is not 

producing income at a level where it would be taxed outside super. 

Just as important as deciding to do some planning is the engagement of a 

superannuation professional to help you nut out a plan in detail. Don’t do this 

alone. 

 

 

 

 

 

 



Should we worry about financial advisers leaving in droves? 

 

CRACK-DOWNS on dodgy financial advisers over the last eleven-and-a-bit 

years, starting with the Ripoll Inquiry and ending (for now) with the Banking 

Royal Commission is having the desired effect. Dodgy financial advisers are 

leaving the industry in droves. 

But an unintended effect has also become apparent. The financial advisers who 

are staying (and not all are dodgy) are advising wealthy clients only and 

intentionally getting rid of ‘poor’ clients. 

Under current legislation a wealthy, sophisticated investor must have $2.5 

million in assets or an annual income of $250,000 for at least two years in a 

row. Clearly, that cut-off leaves a lot of investors high and dry. 

The Australian reports Perth adviser Steve Blizard of Roxburgh Securities, as 

saying, “I can assure you that most smaller practices are ‘transitioning’ smaller 

clients out the door. When you can only charge $500 per annum for small 

clients, and it costs $1,000 in time to chase up the annual renewals and service 

support fees, what to do next becomes a harder reality.” 

The Australian goes on to say that lack of suitable personnel becomes ever more 

evident, and that a recent Adviser Ratings survey at nine universities found that 

only 28 per cent of those studying for a financial planning degree end up 

working at an advice firm. 



Financial advisers have been complaining ever since Ripoll first scrutinised 

their industry about the ‘compliance burden’. But rather than taking the 

initiative to reform their industry and turning themselves into fee-for-service 

professionals, they continued as much as possible to stick to the old model 

where they were, first and last, financial product salespeople on fat 

commissions. 

The truth is that the financial advice industry is currently not set up to provide 

high volumes of advice at a reasonable price to ‘unsophisticated’ investors. But 

it could be. 

Should we worry about financial advisers leaving the industry? 

Probably not. When they were in it, they were overcharging unsophisticated 

clients and often selling them unsuitable financial products. 

A new market is emerging where professionals prepared to explore the obvious 

gap between general and specific financial advice can flourish. Perhaps they 

won’t make as much money as the robber advisers, but surely, they can turn an 

honest dollar. 

Old-school financial advisers, who needs them? 

 

 

 



Super withdrawal rates halved for another year

 

AS part of the response to the Coronavirus pandemic, the Government 

responded by reducing the superannuation minimum drawdown rates by 50 per 

cent for 2019/20 and 2020/21. 

This was the right policy measure at the time. 

People who draw a superannuation pension are required to make a minimum 

pension withdrawal of between 4 and 14 per cent of their super balance at the 

beginning of the financial year depending on age. This requirement has always 

been part of the superannuation system to compel fund members to use their 

super savings for their legislated purpose: to provide income in retirement. 

When the COVID-19 pandemic struck back in February 2020, stock markets 

dived. The All Ordinaries lost close to a quarter of its value. It can be assumed 

that many super pension balances also incurred losses of that order. Dividends 

came under a cloud as well. 

So, maintaining the mandatory pension withdrawal rates would have typically 

forced super funds to sell stock and sell stock at a loss. 

Halving the mandatory requirement for 2019/20 and 2020/2021 was a good, 

compassionate measure. 

The Government has now extended this measure to 2021/22. 



This is generous because the All Ordinaries had fully recovered by the end of 

May 2021. Presumably, super pension balances have done the same thing, as 

have dividends. 

In other words, extending the reduction in the minimum pension withdrawal 

rates isn’t really necessary, but we’ll take it anyway. 

Also, the Government claims it “will continue to support retirees as part of [its] 

plan to secure Australia’s economic recovery from COVID-19”. Doesn’t the 

reduction in withdrawal rates have the opposite effect, though? It keeps money 

out of the economy, rather than inject money into it. 

Anyway, we’ll take it. 


