
 

Reserves have had  a  long history within the insuranc e 
and  superannua tion industries.  Used  by trustees of 
emp loyer superannua tion funds to self insure, smooth 
investment returns, pay tempora ry inc apac ity 
pensions and  even hold  onto surp lus c ontributions 
they have bec ome a ma instay of industry based  
superannua tion funds.  Long the p reserve of life 
insuranc e c ompanies reserves were determined  eac h 
year by ac tuaries as surp lus to the needs of the 
insuranc e c ompany to meet a ll potentia l c la ims g iven 
the morta lity and  other risks of its polic y holders. 
 
Self managed  superannua tion funds (“ SMSFs” ) have 
a lso been in the reserve game sinc e 1994 when these 
sma ll mum and  dad  c ontro lled  superannua tion funds 
were first introduc ed  into Austra lia .  But it is with the 
introduc tion of the Simp ler Super reg ime in 2007 tha t 
SMSF reserving stra teg ies have bec ome important for 
tax and  esta te p lanning purposes. 
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What is a  superannuation fund reserve? 

A reserve in a  SMSF is simp ly an amount or an asset or 
assets in the fund  to whic h no member is p resently 
entitled .  In o ld  superannua tion ta lk it was an amount 
tha t was not vested  in any member until the 
happening of a  spec ific  event – say the member 
turning age 65, retiring , bec oming  permanently 
inc apac ita ted  or c ommonly, on the dea th of a  
member.  In modern day SMSFs, the trustee of a  fund  
may c rea te a  surp lus – say out of the earnings of a  
fund  and  a lloc a te it to  a  reserve.  When a  spec ific  
event happens the trustee may a lloc a te from a 
reserve to a  member ac c ount or to a  member’ s 
dependant benefic ia ries. 
 

“ The SMSF Strategies 
trust deed has long 

been at the forefront 
of SMSF reserving 

strategies provid ing 
trustees with a 
strong, sec ure 

p latform for c reating, 
build ing, mainta ining 

and allowing the 
trustee to a lloc ate 

from reserves.”  
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The Smith family SMSF has two members – George and  
Janet Smith with George’s member’ s ba lanc e sitting  a t 
$500,000 and  Janet’ s - $450,000.  In the last inc ome 
year the trustee earned  $50,000 on its investments.  
Norma lly the trustee of the fund  a lloc a tes these 
earnings to George and  Janet’ s member’ s ac c ount on 
a  fa ir and  reasonab le basis.  However this year the 
trustee has dec ided  to imp lement a  reserving polic y in 
the fund .  Instead  of a lloc ating earnings to fund 
members, the trustee instead  dec ides to a lloc a te the 
$50,000 to an anti-detriment reserve in the fund  (more 
on this reserve la ter).  Alterna tively the trustee c ould  
have a lloc a ted  the earnings to a  number of reserves 
inc lud ing an investment or self insuranc e reserve. 

 

  
SMSF reserves c an be used  for a  wide va riety of 
purposes.   Some reserves a re a lso very tax effec tive 
thereby inc reasing the long term c ap ita l and stra teg ic  
va lue of the SMSF.  However before c onsidering reserve 
stra teg ies the trust deed  of a  SMSF must be upda ted  to: 
 

�  Allow the c rea tion of a  reserve 
�  Spec ific a lly a llow a  reserve type suc h as an anti-

detriment, pension, investment or self-insuranc e 
reserve 

�  Enab le the trustee of a  fund  to p rovide a  purpose 
and  rules a round  a  reserve 

�  Provide for a  means of a lloc a ting to a  reserve 
�  Deta il when amounts may be a lloc a ted  from a 

reserve to a  member’ s superannua tion ac c ount, 
another reserve or a  member’ s benefic ia ries. 
 

The SMSF Stra tegies trust deed  has long been a t the 
forefront of SMSF reserving stra teg ies provid ing trustees 
with a  strong , sec ure p la tform for c rea ting , build ing , 
ma inta ining and  a llowing the trustee to a lloc a te from 
reserves.  If you a re using a  SMSF Stra teg ies trust deed  
a lready there is no need  to upgrade your trust deed  
simp ly c ontac t us to see how reserves may be used  for 
your fund . 

 
 

 The importance of the SMSF trust deed  

SMSF reserve c ase study 

“ An alloc ation from 
a reserve may be 

treated as a 
c onc essional 
c ontribution – 

however there are 
a number of 

important 
exemptions where 
we c an ensure that 
the applic ation of 
the c onc essional 
c ontributions tax 

will not arise.”    
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Examp les of some reserve ac c ounts tha t may be c rea ted  
under the Superannua tion Laws and  the SMSF Stra teg ies 
trust deed  inc lude:  
 

�  A Pension Reserve – where c urrent superannua tion 
pension liab ilities suc h as a  guarantee to pay an 
agreed  ra te of return on a  pension may be met. 

 
�  An Anti-Detriment Reserve - where a  bonus or 

add itiona l payment is made d irec tly from the fund  
to a  dependant of a  dec eased  member or the 
dec eased member’ s lega l esta te to c ompensa te 
the dec eased  member’ s esta te for any 
c ontributions tax pa id  by the dec eased  member.  
 

�  A General Reserve – where the trustee c an a lloc a te 
earnings of the fund  - from this reserve the trustee 
c an popula te o ther reserve ac c ounts or make 
member superannua tion benefit payments. 
 

�  A Self Insuranc e Reserve – where the trustee c an 
fund  tempora ry and  permanent inc apac ity 
payments to members as well as dea th benefit 
payments to dependants and / or the lega l esta te of 
dec eased members.  
 

�  An Expense Reserve Ac c ount – where the trustee 
c an use the reserve ac c ount to fund  genera l and  
spec ific  expenses of the fund . 
 

�  An in-house assets Reserve Ac c ount - where the 
trustee c an use the funds to lend  to  members, 
rela ted  parties, ac quire a rtwork, and  any other 
ac tivity tha t would  be c lassified  as an in-house asset 
and  a llows the trustee to monitor the 5% threshold ; 
and  
 

�  A Contributions Reserve Ac c ount – for short term 
warehousing of c ontributions for a  term no grea ter 
than 28 days a fter the end  of the month in whic h 
the c ontribution was made. 

 

“ The most popular 
reserving strategies 
of the moment are 
the use of an anti-
detriment and self 
insuranc e reserve.  
There are a lso 
strategic  
advantages of using 
a c ontributions 
reserve at year end.”  
 

 Types of SMSF reserves  
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As was noted  earlier, many of the Reserves 
have tax benefits for the trustee of the fund 
and  its members if struc tured  and  used  
p roperly.  For examp le, looking bac k on the 
Smith family SMSF with George Smith hold ing 
$500,000 in superannua tion benefits in the fund 
– there is a  d istinc t advantage for the fund  to 
c rea te an anti-detriment reserve for George.  
Having done its sums the trustee determines 
tha t the c urrent anti-detriment benefit payab le 
to George’ s dependents to c ompensa te them 
for the trustee paying c ontributions tax on 
c ontributions made on beha lf of George is 
$75,000.  This amount may be built up  slowly or if 
there a re earnings of the fund  set aside to 
popula te the anti-detriment reserve. 
 
If George d ies suddenly and  a  $75,000 anti-
detriment benefit is pa id  by the rema ining 
trustees of the fund  from the reserve then the 
trustee of the fund  will be entitled  to a  tax 
deduc tion = $75,000 /  SMSF tax ra te (0.15) = 
$500,000.  This tax deduc tion c an be used  to  
offset any c urrent c ap ita l ga ins, assessab le 
inc ome as well as future c ap ita l ga ins, 
assessab le inc ome and  c ontributions tax of the 
fund  - a  grea t stra teg ic  tax initia tive for the 
rema ining members of the fund  inc lud ing his 
spouse Janet and  any c hild ren tha t may jo in 
the fund before or a fter George’ s dea th. 

Anti-detriment Reserve 
 

“ Our firm has 
extensive 

experienc e in 
dealing with SMSF 

reserves.  Contac t us 
now to see how SMSF 

reserves are now a 
must for your fund.”  

Please c ontac t Adam Passwell for further information. 

Tel:  1300 389 839 

Ha les Douglass Financ ia l Servic es Pty Ltd  

41 Deering St 

Ulladulla  NSW 2539 

1/ 57 Beac h Road  

Ba temans Bay NSW 2537 

ABN 49 097 735 487    AFSL #  290618 
Ha les Douglass Financ ia l Servic es Pty Ltd , p roud ly pa rt of Your Super Solutions.  

Contac t Deta ils 


