
THE SIZE, COST, ASSET ALLOCATION AND 

AUDIT ATTRIBUTES OF AUSTRALIAN SELF-

MANAGED SUPERANNUATION FUNDS

Adrian Michael Raftery

A thesis submitted in fulfilment of the requirements for the degree of 

Doctor of Philosophy

May 2014

Accounting Discipline Group

University of Technology, Sydney

Supervised by:

Professor Andrew Ferguson

Professor Hazel Bateman a

Dr Anna Wright

a School of Risk and Actuarial Studies, University of NSW





TABLE OF CONTENTS

LIST OF TABLES .................................................................................................viii 

LIST OF FIGURES ..................................................................................................x 

CERTIFICATE OF ORIGINAL AUTHORSHIP................................................xi 

ACKNOWLEDGMENTS ......................................................................................xii 

ABSTRACT............................................................................................................xiv 

GLOSSARY............................................................................................................xvi 

1. INTRODUCTION.....................................................................................................1 

1.1 Overview ............................................................................................................1 

1.2 Motivation ..........................................................................................................1 

1.3 Objectives and research questions......................................................................3 

1.4 Summary of major findings and contributions...................................................5 

1.5 Structure of the thesis .........................................................................................7 

2. BACKGROUND OF THE AUSTRALIAN SUPERANNUATION INDUSTRY8 

2.1 Introduction ........................................................................................................8 

2.2 Superannuation funds in Australia: a brief overview ........................................8 

2.3 Self-managed superannuation funds.................................................................11 

2.4 Summary ..........................................................................................................16 

2.5 Chapter 2 figures and tables .............................................................................17 

3. THE SIZE, COST AND ASSET ALLOCATION OF AUSTRALIAN SELF-
MANAGED SUPERANNUATION FUNDS ........................................................23 

3.1 Introduction ......................................................................................................23 

3.2 Prior literature...................................................................................................24 

3.2.1 Asset allocation .........................................................................................25 

3.2.2 Costs..........................................................................................................26 

3.3 Research design, sample selection and data sources ........................................29 

3.3.1 Research design.........................................................................................29 

3.3.2 Sample.......................................................................................................30 

3.3.3 Data used for experimental design............................................................31 

3.3.4 Descriptive statistics..................................................................................32 

3.4 Results ..............................................................................................................33 

3.4.1 Size............................................................................................................33 

i



3.4.2 Asset allocation .........................................................................................34 

3.4.3 Income, taxes and costs.............................................................................35 

3.4.4 Multivariate tests.......................................................................................37 

3.5 Further analysis ................................................................................................41 

3.5.1 SMSF cost matrix......................................................................................41 

3.5.2 Superannuation fund balance comparison ................................................42 

3.6 Sensitivity testing .............................................................................................42 

3.6.1 Extreme observations................................................................................42 

3.6.2 Insurance ...................................................................................................44 

3.6.3 State/territory sub-samples........................................................................44 

3.7 Summary and conclusions................................................................................45 

3.8 Chapter 3 figures and tables .............................................................................47 

4. UNDERSTANDING ASSURANCE IN THE AUSTRALIAN SELF-
MANAGED SUPERANNUATION FUND INDUSTRY.....................................93 

4.1 Introduction ......................................................................................................93 

4.2 Prior literature and hypotheses development ...................................................97 

4.2.1 Prior literature ...........................................................................................97 

4.2.2 Hypotheses development ........................................................................101 

4.3 Research design, sample selection and data sources......................................104 

4.3.1 Research design.......................................................................................104 

4.3.2 Sample.....................................................................................................109 

4.3.3 Data used for experimental design..........................................................111 

4.3.4 Descriptive statistics ...............................................................................111 

4.4 Results ............................................................................................................113 

4.4.1 Multivariate analysis ...............................................................................113 

4.5 Further analysis ..............................................................................................116 

4.5.1 Auditor impact on fund performance......................................................116 

4.6 Sensitivity tests...............................................................................................118 

4.6.1 Industry leaders .......................................................................................118 

4.6.2 Service bundling .....................................................................................118 

4.6.3 Auditor independence .............................................................................119 

4.6.4 Professional affiliations...........................................................................120 

4.6.5 Non-audit services...................................................................................121 

ii



4.6.6 State/territory sub-samples......................................................................123 

4.6.7 Extreme observations ..............................................................................125 

4.6.8 Influential auditors ..................................................................................126 

4.6.9 Jointness of audit and non-audit fees ......................................................127 

4.6.10 All available observations .......................................................................127 

4.7 Summary and conclusions..............................................................................128 

4.8 Chapter 4 figures and tables ...........................................................................130 

5. SUMMARY AND CONCLUSIONS ...................................................................137 

5.1 Summary ........................................................................................................137 

5.2 Contributions and implications ......................................................................138 

5.3 Limitations......................................................................................................139 

5.4 Suggestions for future research ......................................................................140 

6. REFERENCES......................................................................................................142 

7. APPENDICES .......................................................................................................152 

Appendix A: 2010 Form F SMSF tax return data fields ...........................................152 

Appendix B: Sample SMSF independent auditor’s report ........................................157 

Appendix C: Explanation of selected sections of SIS Act 1993 and SIS Regulations 
1994 ...........................................................................................................................160 

Appendix D: Descriptive statistics of self-managed superannuation funds sample by 
state/territory, 2008-2010 ..........................................................................................163 

Appendix E: Descriptive statistics of self-managed superannuation funds sample, 
2008-2010 (including extreme observations)............................................................171 

Appendix F: Asset allocation breakdown of Australian SMSF sample, 2008-2010 
ranked by size deciles (extreme observations) ..........................................................172 

Appendix G: Asset allocation breakdown of SMSF sample, 2008-2010 ranked by 
investment in growth assets deciles (extreme observations).....................................180 

Appendix H: Breakdown of income, expenses and tax for SMSF sample as a 
percentage of assets (mean), 2008-2010 ranked by total assets size (extreme 
observations) .............................................................................................................188 

Appendix I: Estimation of annual running costs for SMSFs sample in accumulation 
phase by state, 2008-2010 .........................................................................................196 

Appendix J: Estimation of annual running costs (including insurance) for SMSFs 
sample in accumulation phase by state, 2008-2010 ..................................................204 

Appendix K: Estimation for the main effects of annual running costs for Australian 
SMSFs sample by state/territory, 2008-2010 ............................................................205 

iii



Appendix L: Estimation of annual running costs (including insurance) for Australian 
SMSFs sample, 2008-2010........................................................................................209 

Appendix M: Estimation of annual running costs (including insurance) for Australian 
SMSFs sample by state/territory, 2008-2010 ............................................................210 

Appendix N: Estimated annual SMSF Costs Matrix in accumulation phase (including 
insurance) by investment option, 2008-2010 ............................................................214 

Appendix O: Descriptive statistics of self-managed superannuation funds (SMSFs) 
sample by state/territory, 2008-2010.........................................................................219 

Appendix P: Descriptive statistics of self-managed superannuation funds (SMSFs) 
sample audited by professional bodies, 2008-2010...................................................228 

Appendix Q: Audit fee estimation of industry leader premiums for SMSFs sample by 
state/territory, 2008-2010 ..........................................................................................235 

Appendix R: Audit fee estimation of industry leader premiums for Australian SMSFs 
sample, 2008-2010 ....................................................................................................241 

Appendix S: Audit fee estimation of industry leader premiums for SMSFs sample 
partitioned by total assets (median), 2008-2010 .......................................................242 

Appendix T: Audit fee estimation of professional body premiums for SMSFs sample 
by state/territory, 2008-2010 .....................................................................................244 

Appendix U: Audit fee estimation of professional body premiums for Australian 
SMSFs sample, 2008-2010........................................................................................252 

Appendix V: Audit fee estimation of professional body premiums for Australian 
SMSFs sample by state/territory, 2008-2010 ............................................................253 

Appendix W: Audit fee estimation of professional body premiums (split) for 
Australian SMSFs sample, 2008-2010......................................................................257 

Appendix X: Audit fee estimation of professional body premiums (split) for 
Australian SMSFs sample by state/territory, 2008-2010 ..........................................258 

Appendix Y: Audit fee estimation of professional body premiums for SMSFs sample 
partitioned by total assets (median), 2008-2010 .......................................................266 

Appendix Z: Non-audit services (NAS) fee estimation for industry leaders for SMSFs 
sample by state/territory, 2008-10.............................................................................268 

Appendix AA: Non-audit services (NAS) fee estimation for industry leaders for 
Australian SMSFs sample, 2008-10..........................................................................271 

Appendix AB: Audit fee estimation of industry leader premiums for Australian 
SMSFs sample, 2008-10............................................................................................272 

Appendix AC: Non-audit services (NAS) fee estimation (split) for industry leaders 
for Australian SMSFs sample, 2008-10 ....................................................................273 

Appendix AD: Non-audit services (NAS) fee estimation for professional bodies for 
SMSFs sample by state/territory, 2008-10 ................................................................274 

iv



Appendix AE: Non-audit services (NAS) fee estimation for professional bodies for 
Australian SMSFs sample, 2008-10 ..........................................................................280 

Appendix AF: Non-audit services (NAS) fee estimation for professional bodies for 
Australian SMSFs sample, 2008-10 ..........................................................................281 

Appendix AG: Audit fee estimation of professional body premiums for Australian 
SMSFs sample, 2008-10............................................................................................282 

Appendix AH: Audit quality estimation for industry leaders for SMSFs sample by 
state/territory, 2008-2010 ..........................................................................................283 

Appendix AI: Audit quality estimation for industry leaders (split) for Australian 
SMSFs sample, 2008-2010........................................................................................287 

Appendix AJ: Audit quality estimation for ‘good’ and ‘bad’ breaches by industry 
leaders for Australian SMSFs sample, 2008-2010....................................................288 

Appendix AK: Audit quality estimation for professional body members for Australian 
SMSFs sample by state/territory, 2008-2010 ............................................................290 

Appendix AL: Audit quality estimation for professional body members (split) for 
Australian SMSFs sample, 2008-2010......................................................................294 

Appendix AM: Audit quality estimation for ‘good’ and ‘bad’ breaches by 
professional body members for Australian SMSFs sample, 2008-10 .......................295 

Appendix AN: Total fee estimation of industry leader premiums for Australian 
SMSFs sample, 2008-2010 redefining dependent variable as total auditor work.....297 

Appendix AO: Total fee estimation of industry leader premiums for Australian 
SMSFs sample by state/territory, 2008-2010 redefining dependent variable as total 
auditor work ..............................................................................................................298 

Appendix AP: Total fee estimation of professional body premiums for Australian 
SMSFs sample, 2008-2010 redefining dependent variable as total auditor work.....304 

Appendix AQ: Total fee estimation of professional body premiums for Australian 
SMSFs sample by state/territory, 2008-2010 redefining dependent variable as total 
auditor work ..............................................................................................................305 

Appendix AR: Total fee estimation of professional body premiums for Australian 
SMSFs sample, 2008-2010........................................................................................313 

Appendix AS: Total fee estimation of professional body premiums for Australian 
SMSFs sample by state/territory, 2008-2010 redefining dependent variable as total 
auditor work ..............................................................................................................314 

Appendix AT: Total fee estimation of professional body premiums (split) for 
Australian SMSFs sample by state/territory, 2008-2010 redefining dependent variable 
as total auditor work ..................................................................................................318 

Appendix AU: ROA estimation for industry leaders for Australian SMSFs sample, 
2008-2010..................................................................................................................319 

v



Appendix AV: Descriptive statistics of self-managed superannuation funds (SMSFs) 
sample, 2008-2010 (extreme observations)...............................................................323 

Appendix AW: Audit fee estimation of industry leader premiums for Australian 
SMSFs sample, 2008-2010 (extreme observations)..................................................324 

Appendix AX: Audit fee estimation of professional body premiums for Australian 
SMSFs sample, 2008-2010 (extreme observations)..................................................325 

Appendix AY: Non-audit services (NAS) fee estimation for industry leaders for 
Australian SMSFs sample, 2008-10 (extreme observations) ....................................326 

Appendix AZ: Non-audit services (NAS) fee estimation for professional bodies for 
Australian SMSFs sample, 2008-10 (extreme observations) ....................................327 

Appendix BA: Audit quality estimation for industry leaders for Australian SMSFs 
sample, 2008-2010 (extreme observations)...............................................................328 

Appendix BB: Audit quality estimation for professional body members for Australian 
SMSFs sample, 2008-2010 (extreme observations)..................................................329 

Appendix BC: Total fee estimation of industry leader premiums for Australian 
SMSFs sample, 2008-2010 redefining dependent variable as total auditor work 
(extreme observations) ..............................................................................................330 

Appendix BD: Audit fee estimation of industry leader premiums for SMSFs sample 
excluding one leader at a time, 2008-2010................................................................331 

Appendix BE: Audit fee estimation of professional body premiums for SMSFs 
sample excluding one state at a time, 2008-2010......................................................341 

Appendix BF: Audit quality estimation for industry leaders for SMSFs sample 
excluding one leader at a time, 2008-2010................................................................349 

Appendix BG: Audit quality estimation for professional body members for Australian 
SMSFs sample excluding one state at a time, 2008-10.............................................359 

Appendix BH: Non-audit services (NAS) fee estimation for industry leaders for 
SMSFs sample excluding LEADER_6, 2008-10.......................................................367 

Appendix BI: Non-audit services (NAS) fee estimation for professional body 
members for sample excluding one state at a time, 2008-10 ....................................368 

Appendix BJ: Audit fee estimation of industry leader premiums for SMSFs sample 
excluding observations with other services provided, 2008-10 ................................376 

Appendix BK: Audit fee estimation of professional body premiums for SMSFs 
sample excluding observations with other services provided, 2008-10....................377 

Appendix BL: Audit quality estimation for industry leaders for SMSFs sample 
excluding observations with other services provided, 2008-10 ................................378 

Appendix BM: Audit quality estimation for professional body members for SMSFs 
sample excluding observations with other services provided, 2008-2010................379 

vi



Appendix BN: Total fee estimation for industry leaders for SMSFs sample, 2008-10
...................................................................................................................................380 

Appendix BO: Total fee estimation of professional body premiums for SMSFs 
sample, 2008-10 ........................................................................................................381 

Appendix BP: Correlation matrix..............................................................................382 

Appendix BQ: Audit quality estimation for industry leaders for Australian SMSFs 
sample, 2008-2010 ....................................................................................................383 

Appendix BR: Audit quality estimation of professional body members for Australian 
SMSFs sample, 2008-2010........................................................................................384 

Appendix BS: Non-audit services (NAS) fee estimation for industry leaders for 
Australian SMSFs sample, 2008-2010......................................................................385 

Appendix BT: Non-audit services (NAS) fee estimation for professional body 
members for Australian SMSFs sample, 2008-2010.................................................386 

vii



LIST OF TABLES

Page

Table 2.1: Superannuation trends in Australia - 1996-2013 ...........................................18 

Table 2.2: Australian superannuation funds - rate of return (ROR) and volatility .........20 

Table 2.3: Australian superannuation funds – operating and investment expenses as a 
percentage of assets.........................................................................................................21 

Table 3.1: Self-managed superannuation funds sample by year, 2008-2010 .................60 

Table 3.2: Descriptive statistics of self-managed superannuation funds sample, 2008-
2010.................................................................................................................................61 

Table 3.3: Asset allocation breakdown of Australian SMSF sample, 2008-2010 ranked 
by size deciles .................................................................................................................62 

Table 3.4: Asset allocation breakdown of SMSF sample between 2008-2010 ranked by 
investment in growth assets deciles ................................................................................70 

Table 3.5: Breakdown of income, expenses and tax for SMSF sample as a percentage of 
assets (mean), 2008-2010 ranked by total assets size .....................................................78 

Table 3.6: Estimation of annual running costs for Australian SMSFs sample in 
accumulation phase, 2008-2010......................................................................................86 

Table 3.7: Estimation for main effects of annual running costs for Australian SMSFs 
sample in accumulation phase, 2008-2010 .....................................................................87 

Table 3.8: Estimated annual costs matrix for SMSFs in accumulation phase by 
investment option (excluding insurance), 2008-2010.....................................................88 

Table 4.1: Self-managed superannuation funds sample by year, 2008-2010 ...............130 

Table 4.2: Descriptive statistics of Australian self-managed superannuation funds 
(SMSFs) sample, 2008-2010.........................................................................................132 

Table 4.3: Audit fee estimation of industry leader premiums for Australian SMSFs 
sample, 2008-2010 ........................................................................................................133 

viii



Table 4.4: Total fee estimation of industry leader premiums for Australian SMSFs 
sample in accumulation phase, 2008-2010 ...................................................................134 

Table 4.5: Audit quality estimation for industry leaders for Australian SMSFs sample, 
2008-2010 .....................................................................................................................135 

Table 4.6: Audit fee estimation of professional body premiums for Australian SMSFs 
sample, 2008-2010 ........................................................................................................136 

ix



LIST OF FIGURES

Page

Figure 2.1: Superannuation industry in Australia 1996-2013 by total assets ($ billion) 17 

Figure 3.1: Total assets (mean) for sample of 209,420 Australian SMSFs in 
accumulation phase, 2008-2010 ranked by size deciles .................................................47 

Figure 3.2: Total assets (median) for sample of 209,420 Australian SMSFs in 
accumulation phase, 2008-2010 ranked by size deciles .................................................48 

Figure 3.3: Asset allocation for sample of 209,420 Australian SMSFs in accumulation 
phase, 2008-2010 ............................................................................................................49 

Figure 3.4: Percentage of sample of 209,420 Australian SMSFs in accumulation phase, 
2008-2010 ranked by deciles in growth assets................................................................50 

Figure 3.5: Total assets (mean) for sample of 209,420 Australian SMSFs in 
accumulation phase, 2008-2010 ranked by deciles in growth assets ..............................51 

Figure 3.6: Total assets (median) for sample of 209,420 Australian SMSFs in 
accumulation phase, 2008-2010 ranked by deciles in growth assets ..............................52 

Figure 3.7:  Estimated annual running costs (by investment option) by number of SMSF 
members ..........................................................................................................................53 

Figure 3.8: Superannuation fund balance comparison (by investment option) ..............55 

x



CERTIFICATE OF ORIGINAL AUTHORSHIP

I certify that the work in this thesis has not previously been submitted for a degree nor 

has it been submitted as part of requirements for a degree except as fully acknowledged 

within the text. 

I also certify that the thesis has been written by me. Any help that I have received in my 

research work and the preparation of the thesis itself has been acknowledged. In 

addition, I certify that all information sources and literature used are indicated in the 

thesis.

Signature of Student:

Date:

xi



ACKNOWLEDGMENTS

I would like to express the deepest appreciation to the support and loyalty of my 

principal supervisor, Professor Andrew Ferguson. Thank you for your guidance, 

motivation and mentoring during the last three years. Without your supervision and 

constant help this dissertation would not have been possible. I will miss our daily chats 

about the fluctuating fortunes of the Australian cricket team.

I would like to thank the assistance of Professor Hazel Bateman, Dr. Anna 

Wright and Dr. Bruce Arnold who were always available and offered valuable guidance 

along the way. Thank you to Professor Peter Wells for giving me this wonderful 

opportunity to reinvent my career three years ago.  I also benefited from the advice and 

help of my fellow PhD students: Alexey Feigin, Matt Grosse, Gabriel Pündrich and 

Thomas Scott. Thanks to all the help from other UTS staff members, students and 

visitors. I acknowledge receiving financial support from Discipline of Accounting at 

UTS.

I would like to acknowledge the Superannuation business line of the Australian 

Taxation Office (ATO) for the provision of the fund data set on which the analysis in 

this thesis is based.  This research has been assisted by The Institute of Chartered 

Accountants in Australia (ICAA) through its Academic Research Grant Scheme and 

supported by the Centre for International Finance and Regulation (CIFR) - project 

number E104 (see www.cifr.edu.au).  The views expressed herein are mine and are not 

necessarily those of the ATO, ICAA and CIFR nor any CIFR Consortium Member. 

I also acknowledge comments and suggestions of Mike Bradbury, Elizabeth 

Carson, Jere Francis, Robert Knechel, Robyn Moroney, visiting professors to UTS, 

workshop participants at the University of New South Wales, UTS and seminar 

xii



participants at the 2013 AFAANZ Doctoral Consortium, 5th EARNet PhD Workshop, 

5th Annual Quantitative Accounting Research Symposium, 11th Annual ANCAAR 

Audit Research Forum, the 21st Annual Colloquium of Superannuation Researchers,

2014 JCAE Joint Symposium, 50th BAFA Annual Conference and the 37th EAA Annual 

Congress.

Last and most importantly, I dedicate this thesis to my family, whose support 

and love was fundamental throughout this journey. Thank you to my mother and father, 

Mai and Mick Raftery, for your enduring love and support but also for instilling into me 

the core attributes that make me the man I am today.  After arriving in Australia in 1971 

with just $20 and a suitcase, you have shown how lucky we can be in this great country 

with the right attitude and tremendous work ethic. Thank you to my wife Kylie Raftery 

and my two children, Hamish on earth and Sophie in heaven, for not only your love and 

group cuddles but for your unwavering support as we embarked on this new journey 

together. Thank you for showing tremendous understanding whilst I have spent endless 

hours in my Man Cave completing this thesis. May we enjoy the spoils of victory.  

xiii



ABSTRACT

Using proprietary Australian Tax Office (ATO) data, this thesis documents the 

size, asset allocation and expenses incurred for a large sample of Australian self-managed 

superannuation funds (SMSFs) for the three fiscal years to June 2010. Further, it

examines auditor industry specialisation, professional brand effects and auditor 

independence implications in the SMSF market. The analysis provides new insights into 

the fastest growing and largest segment of the Australian $1.8 trillion retirement savings 

industry by complementing and extending prior superannuation studies of both small and 

large APRA funds to SMSFs. Two recent Government reviews have highlighted a lack of 

basic descriptive knowledge of the costs associated with running an SMSF. As a result, I 

develop an SMSF Costs Matrix - across five different model portfolios - to assist gaining 

a greater understanding of the annual operating costs of an SMSF in accordance with its 

investment strategy. As expected, I observe that SMSFs enjoy economies of scale in 

relation to running costs, with the annual median cost being approximately half those of 

industry and retail funds. I estimate that the relatively low-cost structure of SMSFs may 

have a positive impact on the final retirement balance for a model portfolio when 

compared with the fees of two other types of superannuation funds.

In terms of economics of auditing implications, when I consider the impact of 

industry specialisation, after controlling for factors known to determine audit fees, I find 

evidence of fee discounting by the leading suppliers of SMSF audits. This finding is

consistent with Simunic (1980)’s assertion of competition in the small audit client market. 

However, when the dependent variable is redefined to the total ‘bundle’ of services 

(including audit and non-audit fees), most industry leaders are shown to earn a fee 

premium. This finding suggests that industry specialists price strategically and use audits 

xiv



as a conduit to supply higher margin non-audit services (NAS). In terms of auditor 

independence, the supply of NAS is shown to improve the auditors’ ability to report 

breaches, suggesting no independence concerns arising from joint supply of audit and 

NAS. Last, I find evidence of audit fee premiums for auditors with higher quality 

professional affiliations who are required to comply with auditing and ethical standards.

xv



GLOSSARY 

Here is an explanation of the key terms and abbreviations used throughout the thesis:

ABS – Australian Bureau of Statistics.

ACR – auditor contravention report.

ACT – Australian Capital Territory, a territory of Australia. Its capital city is Canberra 

which is also the Australian capital city.

Accumulation phase – the period of time prior to the pension phase (where an 

individual reaches the preservation age and retires) where the member is amassing 

superannuation investments in the anticipation of funding retirement.  The majority of 

superannuation funds are in this phase.

Approved auditor – auditor of self-managed superannuation funds.  Currently the 

Auditor-General, registered company auditors and members or fellows from six

professional bodies (ICAA, CPA, IPA, ATMA, NTAA and SPAA) can audit SMSFs.  

Since 31 January 2013, ASIC has the responsibility for the monitoring and registration 

of approved SMSF auditors.

AFSL – Australian Financial Services Licence – a licence provided by ASIC that 

authorises a person or organisation who carries on a financial services business to 

provide financial services.

APRA – Australian Prudential Regulation Authority – APRA is responsible for 

regulating large superannuation funds (corporate, industry, public sector and retail) as 

well as SAFs.  www.apra.gov.au.

ASIC – Australian Securities and Investments Commission – the corporate, markets 

and financial services regulator in Australia. Since 31 January 2013, ASIC has the 

responsibility for the monitoring and registration of approved auditors.  

www.asic.gov.au.

xvi



ASX – Australian Securities Exchange – the marketplace for trading shares, bonds and 

other securities in Australia. www.asx.com.au.

ATMA - Association of Taxation and Management Accountants www.atma.com.au.

ATO – Australian Taxation Office.  The ATO’s role is to manage and collect tax as 

well as act as regulator SMSFs in Australia.  www.ato.gov.au.

Authorised representative – a person authorised to provide financial advice or a 

financial service on behalf of an AFSL holder.

CGT - Capital Gains Tax – the tax payable on the disposal of an investment asset that 

was acquired after 19 September 1985. It is not a separate tax, just part of your income 

tax. The most common way you make a capital gain (or capital loss) is by selling or 

disposing of assets such as real estate, shares or managed fund investments.

Complying Superannuation fund – a superannuation fund that is regulated by the 

ATO and has been issued with a notice of compliance.  Complying funds that meet the 

SIS Act 1993 standards qualify for a concessional tax rate of 15 percent.

Concessional contribution – a contribution made by an individual, an employer or 

another party into a superannuation fund that is taxable within the fund at the 

concessional tax rate.  It is claimed as a tax deduction by the contributor.  Contribution 

limit for each superannuation fund member is $25,000 per annum, increasing to $35,000 

per annum for those aged 60 and over from 1 July 2013 (and for those aged 50 and over 

from 1 July 2014).

Concessional Tax Rate – superannuation funds which comply with the SIS Act 1993

qualify for the concessional tax rate of 15 percent.  Non-complying superannuation 

funds do not receive the concessional tax rate and are taxed at 45 percent. Contributions 

made by individuals earning more than $300,000 are taxed at 30 percent.

Condition of release – a condition, normally retirement, that must be satisfied before 

you can access your benefits in a superannuation fund. 

Contribution – the money or asset directly contributed by an individual, an employer 

or another party into a superannuation fund.
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CPA – Certified Practising Accountant – one of the three professionally recognised 

accounting bodies in Australia (along with ICAA and IPA) www.cpaaustralia.com.au

Defined benefits fund – a superannuation fund that pays a final superannuation benefit 

based on a formula that takes into account your final salary and the number of years that 

you work for your company or government department.

Defined contributions fund – a superannuation fund that is in accumulation phase.

Discounted capital gain – one-third reduction on the capital gain on disposal of CGT 

assets that were owned for at least 12 months in an SMSF (that is, a reduced 

concessional tax rate of 10 percent). 

DIY Super - Do-It-Yourself superannuation, also known as an SMSF.

eSAT – electronic superannuation audit tool designed by the ATO to help approved 

auditors of self-managed superannuation funds undertake a fund’s compliance audit.

Franked dividends – dividends paid by an Australian resident company from profits 

that have had Australian company tax paid on them.

Franking credits – the amount of tax paid previously by a company that are allocated 

to dividends paid to shareholders.  The taxpayer receives the credit in their income tax 

assessment to avoid double taxation.  Also known as imputation credits.

GDP – Gross Domestic Product.

GFC – Global Financial Crisis.

ICAA – Institute of Chartered Accountants in Australia – one of the three 

professionally recognised accounting bodies in Australia (along with CPA and IPA) 

www.charteredaccountants.com.au.

Imputation credit – see franking credit.

Investment strategy – a document setting out how you intend to invest your benefits in 

an SMSF.  It must be in writing and must consider investment risks, the likely returns 

and whether you have sufficient cash on hand to discharge liabilities when they fall due.
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IPA – Institute of Public Accountants – one of the three professionally recognised 

accounting bodies in Australia (along with ICAA and CPA) 

www.publicaccountants.org.au. Formerly called the NIA.

ITAA 1936 – The Income Tax Assessment Act, 1936.

ITAA 1997 – The Income Tax Assessment Act, 1997.

NAS – non-audit services provided by the approved auditor.

NIA – see IPA.

Non-Complying Superannuation fund – a superannuation fund that is not a resident 

of Australia or has been issued with a notice of non-compliance because it does not 

comply with the SIS Act 1993.  Non-complying superannuation funds do not receive the 

concessional tax rate and are taxed at 45 percent.

Non-concessional contribution – a contribution made by an individual, an employer or 

another party into a superannuation fund that is not taxable within the fund nor claimed 

as a tax deduction by the contributor.  Limit is six times the concessional contribution.

NSW – New South Wales, a state of Australia.  Its capital city is Sydney. 

NT – Northern Territory, a territory of Australia.  Its capital city is Darwin. 

NTAA - National Taxation and Accountants’ Association www.ntaa.com.au

Pension age – the age used to determine eligibility for certain government benefits, 

including the age pension.  The pension age is currently 65 for men and 60 for women 

born before 1 July 1935, gradually rising to 65 for women born after 1 January 1949. 

Pension fund – a fund set up to finance retirement. Benefits normally cannot be 

accessed until you reach your preservation age and you retire from the workforce.  In 

Australia, the term for ‘pension fund’ is ‘superannuation fund’ and the two terms are 

interchanged throughout this thesis.

Pension phase – the period of time when an individual reaches the preservation age and 

retires and accesses its superannuation funds that were previously in the accumulation 
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phase via an income stream to provide for retirement.  The minority of superannuation 

funds are in this phase.

Preservation Age – the minimum age a member may be able access their preserved 

benefits.  A benefit may be paid earlier if the member has met a condition of release. 

The preservation age varies depending on when the member was born.

Date of birth Preservation age

Before 1 July 1960 55

1 July 1960 – 30 June 1961 56

1 July 1961 – 30 June 1962 57

1 July 1962 – 30 June 1963 58

1 July 1963 – 30 June 1964 59

After 1 July 1964 60

Preserved benefits – Superannuation fund benefits that you can access when you reach 

your preservation age and retire.

QLD – Queensland, a state of Australia.  Its capital city is Brisbane. 

Registered tax agent – A person who is authorised to give SMSFs advice in respect of 

managing their tax affairs and can lodge a tax return on their behalf. The fee they charge 

for their services is ordinarily a tax deductible expense.

SA – South Australia, a state of Australia.  Its capital city is Adelaide. 

SAF – small APRA fund – a small superannuation fund which has fewer than five 

members regulated by APRA.  It must have an independent trustee.

Senior Australian – males aged over 65 and females aged over 64.5 (increasing to 65 

in 2014).
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SG – superannuation guarantee – compulsory super contributions paid every quarter by 

employers at a minimum of 9.25 percent of employees’ ordinary time earnings. 

Gradually increasing to 12 percent by 2019–20.

SIS Act – Superannuation Industry (Supervision) Act 1993.

SMSF – Self Managed Superannuation Fund, also known as DIY Super – a pension 

fund with fewer than five members where: all members are trustees and there are no 

other trustees; no member of the fund is an employee of another member of the fund, 

unless the members concerned are relatives; no trustee or director of the corporate 

trustee receives any remuneration; and if the fund has a corporate trustee, all members 

are directors.  It is a superannuation fund that you manage yourself and is regulated by 

the ATO.  

SPAA - SMSF Professionals’ Association of Australia www.spaa.asn.au.

Super co-contribution – if you make personal contributions to your super and are 

otherwise eligible, then the Federal Government will help boost your account with a 

super co-contribution of up to $500 per financial year.  The amount of the co-

contribution will depend on your total income level (you can earn up to $61,920 in the 

2013/14 financial year) and the amount of personal contributions you make.  

Superannuation fund – a fund set up to finance retirement. Benefits normally cannot 

be accessed until you reach your preservation age and you retire from the workforce.  

Around the world, the term for ‘superannuation fund’ is ‘pension fund’ and the two 

terms are interchanged throughout this thesis. 

TAS – Tasmania, a state of Australia.  Its capital city is Hobart. 

TFN – tax file number – a unique number issued by the ATO to individuals and 

organisations to increase the efficiency in administering tax and other Commonwealth 

Government systems.

TFN withholding – tax withheld at the highest marginal rate (46.5 percent) on

unfranked dividends and bank interest if you have not quoted your TFN.  Taxpayers 

need to include the amounts withheld in their tax return in order to receive the credit in 

their assessment. 
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Trust – A legal obligation binding a person (the trustee) who has control over the 

investment assets (for instance, a share portfolio) for the benefit of beneficiaries.

Trustee – the individual or entity that has the responsibility of ensuring that the trust or 

superannuation fund is operated in accordance with its trust deed.  Trustees must also 

comply with relevant legislation and regulations.

Unfranked dividends - dividends paid by an Australian resident company from profits 

that have not had Australian company tax paid on them.

VIC – Victoria, a state of Australia. Its capital city is Melbourne. 

VIF – variance inflation factors.

WA – Western Australia, a state on the east coast of Australia.  Its capital city is Perth. 
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