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Dear JV Partners,

Just a short note from me this month, as it’s no doubt been a busy period for you 
as much as it has been for us.

Firstly, to our Victorian JV Partners, we hope that you, like us, are feeling 
optimistic as Victorian restrictions start to lift and we enjoy a bit more activity.

In terms of progress that we have made this month in Wealth Management, we 
have been pleased to announce the appointment of Marcus Bogdan to Prime’s 
Investment Committee, a great addition of an Australian Equities Specialist 
and 25 year industry veteran with an impeccable track record of portfolio 
performance (view here: https://bit.ly/3ekNerB).

Since Marcus’ appointment, we hosted a webinar with clients and other 
attendees on Wednesday 28 October to introduce Marcus and provide an 
Australian Equities and Market Update, to access this recording, please click 
here: https://youtu.be/0uq9pg3A0aM. Importantly, in this session we talked 
to clients about our increasingly optimistic view of the future (‘Cautiously 
Optimistic’) and the changes that we have been making to the Australian Equities 
Portfolio (SMA) that will also flow through progressively for Direct Clients from 1 
November. We believe these changes will improve performance whilst remaining 
consistent with our core philosophy and focus on the ASX 200.

On another front, we were also pleased to release our Wholesale Investor 
Newsletter which featured some more unique investment alternatives for 
Higher Net Worth Clients and Family Groups, if you would like to customise this 
Newsletter (view here: https://bit.ly/3jJj7eu) for your client base please just let us 
know and we would be happy to assist.

All the best, Simon.  

MESSAGE FROM CEO
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Corporate Actions & Updates

As part of keeping you up to date on the communications that we are 
discussing with clients, please click below for the most recent notes we 
sent out.

2020.10.07 – 2020 Federal Budget
https://bit.ly/3oDF827

2020.10.19 – Investment Committee Appointment
https://bit.ly/3e9d5CJ

2020.10.21 – 2020 Federal Budget
https://bit.ly/3jJj7eu

WEALTH MANAGEMENT – 
ADVICE, CLIENT SERVICE AND EXPERIENCE

Investment Bonds

Do you have clients that have either reached the $1.6million pension cap 
or are past the age of being able to contribute to super? Has a discussion 
about Investment Bonds been held?

Take this scenario

Client age 70 (widow) sold her family home for $4million and set aside 
$2million to move into a smaller home however she wanted to travel for 
the next 1-2years whilst she was physically able to do so (pre-Covid).

Unfortunately, she had only held her home for 7 years so wasn’t able to put any money into super however even if 
she did it would have only been $300,000.

So what are some of her options?

• Invest in her own name.
• Invest in a trust with other family members.
• Consider an investment bond for part thereof.

The client indicated over the next 10 years she would need approximately $100k p.a. to live off so in conservative 
terms $1million. That left me with a further $1million to invest as $2million was going to go to a home at some stage.

Recommendation – invest $1million into a diversified portfolio in the client’s name which offered:

• Diversification – a well diversified portfolio in line with her Balanced risk profile.
• Liquidity & access – the ability to sell down and redeem should the need arise at short notice.
• Low tax (estimated $40k p.a. income before deductions)
• 2nd Recommendation to invest $1million into an investment bond in the client’s name.
• Earnings within the bond are taxed at a maximum rate of 30% (generally for a Balanced investor after 
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Wealth Forum Recording: Australian Equities 
Portfolio Discussion

Marcus Bogdan (Prime’s Australian Equities Specialist) discussed through 
Prime’s approach to the positioning of Australian equities portfolios in the 
current market context.

Watch now: https://youtu.be/0uq9pg3A0aM

Business Owners Strategy Forum Recording: 
2020 Federal Budget

Matt Murphy (Managing Director – Prime Accounting & Business 
Advisory) and Matthew Smith (Partner) discussed the Federal 
Government changes and what they mean for businesses. Topics 
include: the JobMaker Hiring Credit, tax relief measures & incentive 
programs and more.

Watch now: https://youtu.be/NWyjDqKDClY

EVENTS

franking credits it’s approximately 21-23%) so not much more than super and lower than if held personally.
• Money is fully accessible, with tax benefits provided if held for the long-term.
• Given its expected the client won’t need access to the funds then if we assume a 6% compound return 

each year the portfolio is estimated to grow to $1.8million which could be drawn down tax-free after 10 
years.

Written by Marcus Ainger, Director – Private Client Adviser
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SMSF

Why you should establish every SMSF with a 
corporate trustee

Whilst establishing an SMSF with individuals acting as trustees may save 
a few dollars in the short term, the benefits of registering a corporate 
trustee for any new SMSF can far outweigh the short term savings and I’ll 
explain why.

Reason 1 – Succession upon death

A company is an indefinitely continuing entity. Having a company as trustee for the Fund ensures control of the 
SMSF is always certain – an especially important factor when a member of the SMSF dies.

Reason 2 – Trustee litigation exposure

Another important reason to have a corporate trustee is litigation exposure. Individuals acting as trustee of a SMSF 
are jointly and severally liable for any actions taken against the Fund, as they hold the assets of the Fund in their 
individual names. Should litigation against the Fund exceed the assets held in the name of the trustees (as trustees 
for the Fund), the personal assets of the individuals may become at risk.

Companies, on the other hand, have limited liability. This generally ensures litigation against the Fund is limited:

• firstly, to the assets held in the SMSF; and
• secondly, to the assets held in the name of the company itself.

Liability generally does not extend to the directors of the company. If the company is a sole purpose SMSF trustee 
company, this will generally ensure any claim against the Fund is limited to the assets held by the company as 
trustee for the SMSF, and no director’s assets will be at risk.

Reason 3 – Administrative Efficiency

One of the key benefits of a SMSF is its fluidity – such as allowing multiple generations of a family to come and go 
from the Fund. Instances of changes in membership to a SMSF may include:

• Parents admitting their children into the Fund;
• The marriage of an existing member of the SMSF to a non- member of the Fund;
• The divorce of members within the Fund;
• Upon the incapacity of a member of the Fund, where their Legal Personal Representative is appointed as a 

trustee of the SMSF in that members stead; or
• Upon the death of a member of the Fund, where their Legal Personal Representative is appointed until the 

death benefits have been paid.

Whenever a change in membership occurs, a change in trusteeship is generally also required to occur, if the SMSF 
has individual trustees.

The fact trustees and members can come and go easily from a SMSF, raises a time consuming and costly 
administration problem for SMSFs with individual trustees, as the law requires the assets of SMSFs to be held in 
the names of all of the trustees of the Fund.

Whenever a new trustee is appointed to the Fund, or an existing trustee leaves the Fund, the Fund is required to 
notify all relevant registries and offices (and provide a range of documents) to change the name or names under 
which the assets of the SMSF are registered.
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There are also legal fees associated with a deed of appointment needed every time you change ownership.

Essentially, the admission and removal of individual trustees can be a costly and time consuming exercise.

In contrast, when a new member joins a SMSF with a corporate trustee, the corporate trustee itself does not 
change, only the underlying directorship of the company changes.

The assets are still held in the same name – that is, the name of the company – so there is no need to change the 
name in which the assets of the Fund are held saving clients time and money.

The effect of the legislation is that a SMSF with a corporate trustee may pay benefits as either a lump sum or a 
pension. However, SMSFs with individual trustees must, in the first instance, aim to pay benefits in the form of 
pensions.

Strictly speaking, in order for a SMSF with individual trustees to compliantly pay a lump sum benefit, the member 
receiving the benefit would have to provide a written request to the trustees for the payment to be made as a lump 
sum benefit.

Reason 4 – SMSF Borrowing

As a rule, the vast majority of banks lending to SMSFs in relation to Limited Recourse Borrowing Arrangement 
(LRBA) impose a requirement that all loans for the purchase of residential property by a SMSF have a company as 
the trustee of the SMSF.

Therefore, an SMSF established with individual trustees may need to go through the process of appointing a 
corporate trustee and, following that, convert the assets owned by the SMSF into the name of the new trustee of 
the Fund should the Fund decide to enter into a LRBA.

Reason 5 – SMSF Administrative Penalties

The Australian Taxation Office (ATO) has authority apply monetary penalties to trustees of SMSFs in the event of 
certain breaches of the SIS Act.

If an SMSF has individual trustees, each trustee may be liable to pay the ‘administrative penalty‘.

Alternatively, if the SMSF has a corporate trustee, the penalty is levied on the company (and each director is jointly 
and severally liable to pay that penalty).

Reason 6 – Sole Member Funds

If an SMSF with individual trustees has a sole member, the SIS Act requires that the SMSF must have a second 
individual trustee. This will mean that the sole member will have to relinquish some control over the Fund to another 
person.

Alternatively, a sole member SMSF can have a company as trustee with either one or two directors, one of which 
must be the member. In this case a sole member can assume total control over the SMSF by appointing themselves 
as the sole director of the corporate trustee.

A sobering thought – the vast majority of SMSFs are established as two member Funds, predominantly with 
husband and wife as the members. Therefore, the members are not concerned, at that stage, with issues relevant to 
single member SMSFs.

However, through either death or divorce, those SMSFs are likely to become single member Funds at some point in 
the future.
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Other Considerations

Costs in establishing a Company as Trustee

Some are put off by the initial cost involved in establishing a company to act as trustee of the SMSF.

However, the actual costs associated with a sole purpose SMSF trustee company are low compared to the extra 
costs that can be incurred with individual trustee SMSFs, especially in documenting trustee changes.

Further to this, the ongoing cost of a sole purpose SMSF trustee company, the ASIC levy, is $49 per annum.

Therefore, after overcoming the initial registration costs, the ongoing costs are minimal.

Given all of the above, the amount of money ‘saved’ by not registering a company to act as corporate trustee of the 
SMSF can prove to be false economy.

Written by Olivia Long, Managing Director – SMSF

ACCOUNTING SUPPORT

R&D and EMDG Updates 

R&D Tax Incentive

R&D tax incentive applications for the previous tax year ended 30 June 
2020 can now be lodged with AusIndustry.

Accessing the government’s 43.5% R&D tax incentive cash rebate could 
provide a vital form of funding to assist your business get past the current 
COVID-19 situation.

Prime can also provide introductions to R&D financiers that may lend 
up to 80% of your expected R&D rebate from the previous 2020 tax year.  
There is also an opportunity to lend against your R&D rebate that is being 
accrued for the current year ended 2021.

The recent Federal Government budget announcements confirmed that the 
R&D refundable tax offset will stay at 43.5% for the foreseeable future for 
companies with aggregated annual revenue of less than $20million.

Export Market Development Grant (EMDG)

MDG applications for the previous financial year ended 30 June 2020 can 
be now lodged with Austrade.

This grant provides exporters with an annual reimbursement of up to $150k 
– based on 50% of their eligible promotional expenses. There are several 
expense categories including online advertising, appointment of overseas 
reps and securing overseas patents and trademarks.

As such there is still an ability to incur eligible expenditure without leaving 
Australia.
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Austrade’s recently announced COVID-19 stimulus measure for the EMDG include:

• Removal of the requirement to generate export income from the businesses 3rd claim onwards.
• Increase in the first tranche payment to $100,000 (previously $40,000).

Note: The above measures are only planned to apply for this claim year.

The recent Federal Government budget announcements confirmed the governments intent to re-vamp to the EMDG 
scheme with a new system which is proposed to take affect from July 2021.  The new scheme will be based on an 
approved upfront grant programme. We will provide further details in due course as we get more information.

Melbourne team
Brendan Brown – brendanb@primefinancial.com.au
Simone Quin – simoneq@primefinancial.com.au

The information in this document contains general advice and is provided by Primestock Securities Ltd ABN 67 089 676 068, AFSL 239180 
(‘Prime’). That advice has been prepared without taking your personal objectives, financial situation or needs into account. Before acting on 
this general advice, you should consider the appropriateness of it having regard to your personal objectives, financial situation and needs. 
You should obtain and read the Product Disclosure Statement (PDS) before making any decision to acquire any financial product referred to 
in this document. Please refer to the FSG (https://www.primefinancial.com.au/fsg) for contact information and information about remuneration 
and associations with product issuers. This information should not be relied upon as a substitute for professional advice, and we encourage 
you to seek specific advice from your professional adviser before making a decision on the matters discussed in this document. Information 
in this document is current at the date of this document, and we have no obligation to update or revise it as a result of any change in events, 
circumstances or conditions upon which it is based.
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Brisbane team
John Driscoll – johnd@primefinancial.com.au
Sean Fincham – seanf@primefinancial.com.au


