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Keeping evidence to follow the paper trail

Tony Negline 

‘‘HE who keeps the best docu-
mentation generally wins the
argument.’’

There is nothing truer in rela-
tion to superannuation invest-
ments.

Ensuring super fund docu-
ments are accurate and correct
and retaining copies of these
documents for many years is vitally important
because innocent and not-so-innocent errors
creep into super fund account balances and it can
sometimes be very profitable to fix them up. This
can only happen if proof can be provided.

One regular reader of DIY Super wrote a
couple of months ago about his travails with his
super fund, which he says has over 400,000
members. We’ll call him Joe. His litany of
complaints stretch over many years:
■ Wrongly dating payouts of large lump sums
when requested to do it on a specific date (for
example, June 30 instead of July 1, which creates
major personal income tax problems).
■ Forgetting to follow major investment choice
changes, so missing periods of large growth.
■ Wrongly taxing lump sum payouts.
■ Telling Joe he wasn’t allowed to contribute
$3000 to his wife’s super and claim the $540
offset (as it turns out Joe made the contribution

and claimed the offset anyway). ‘‘It
was only by persistence over a long
period in each case that all administra-
tion errors were reversed,’’ Joe tells
me.

Just before June 30, 2008, the super
fund publicised a free switch oppor-
tunity (closing June 20 for changes
which would take effect from July 1).

The only problem was that the account balances
on their website for the period June 14-23 were
wrong and did not add up to a member’s correct
total.

‘‘For example, my wife’s two options (bal-
anced and growth) in her account, as reported,
totalled $90,000 less than the total,’’ Joe says.

‘‘We had no intention of switching but alerted
them to the error on June 16 and later by fax,
pointing out that you could not make a choice
between options if you did not know what your
own options were worth.

‘‘They could not tell me what the correct
individual totals were and did not fix this until
June 24. They told me in writing that the half-
yearly reports (which are sent out three months
after the event) and their daily website balances
were sufficient information.

‘‘Not if they are wrong. At no time during that
period of error was a notice placed on their

website stating that a member’s current balances
within their investment did not add up to their
total.’’

Joe takes his finances seriously and has
enough time on his hands to carefully monitor
every aspect of all his investments. He also has
an economics degree from a London university
and spent some time as CEO of a law school, ‘‘so
I’m probably more able to smell a problem’’.

Joe also says that the super fund always seems
to be ‘‘extremely defensive and an anti-client
organisation’’.

‘‘If you raise a question in writing, they
sometimes reply saying that they have put it into
their complaints process and will respond in
about 90 days and enclose information about
complaints processes and the ombudsman, and
then they often do not reply,’’ he says. ‘‘I
shudder to think how many of the members have
been dudded without adequate personal knowl-
edge or have been beaten into submission.’’

It can be a nuisance keeping documentation
for many years but Joe’s situation shows exactly
why this needs to be the case.

You would be wrong to think that these types
of problems do not arise in self-managed funds.

The incorrect recording and misreporting of
transactions within SMSFs arises frequently.

Trustees of SMSFs are required to keep

documentation for five years and others for 10
years. I would argue that these time frames are
too short. Superannuation is a long-term invest-
ment and the rules are forever changing.

No one can predict what records from 10, 20 or
30 years ago may be important at some future
date.

As with Joe it might be important just to make
sure you’re not being ripped off.

One problem with all this record-keeping is
how should it be stored?

No storage system is perfect. A lot of people
simply keep paper. But the problem is that paper
takes up a lot of space. It also fades or important
parts of documents can get eaten by insects.

A lot of people scan paper documents into
their computer and keep backup copies in
another place.

The advantage of this system is that it reduces
the storage space because once an electronic
copy has been made it’s no longer essential to
keep the paper copy of most documents.

The problem with this approach is that
computer programs are always changing and
documents that can be read today may not be
readable with updated software many years into
the future.
Tony Negline may be contacted at
www.allthingsconsdered.biz

Run your investment club without losing friends or money
What to doWITH the market about to bottom,

we are thinking of setting up a share
group to start picking up cheap
stock. What safeguards should we
set in place to ensure that correct
records are kept and that the
interests of members are respected?
Investment clubs have been around
since the late 19th century and are
popular in most parts of the world. If
structured correctly, they can provide
a great opportunity to learn about
investment markets, build a diversified
portfolio, lower trading costs and have
plenty of fun.

But as you have highlighted, proper
safeguards are needed to minimise
disputes and ensure that the club
operates efficiently.

Probably the most important step is
to decide who should join. This might
seem obvious if you have already
discussed the idea with three or four of

your friends but it is essential to get
the right mix of people.

A common problem experienced by
investment clubs is that some mem-
bers will want to focus on short-term
trading while others will prefer a buy-
and-hold approach.

To make things work, you really
need to have a shared investment
philosophy and agree on the group’s
objectives right from the outset.

It is equally important to decide
how big the club will be. While your
initial temptation might be to keep
everything small and close-knit, this is
not always the best option.

If there are only three or four
members, it can sometimes be hard to
get sufficient people along to each
meeting and the bookkeeping, report-

ing and administrative tasks can
become burdensome.

Researching stocks can become a
challenge as well. When you only have
a few members, you might not have
enough expertise in enough sectors to
perform this function properly.

At the other extreme, having too
many people can make the decision-
making process unwieldy and you may
need to be registered with ASIC as a
managed investment scheme.

As a broad guide, overseas research
suggests that five to 15 members is
generally the best size.

The next task is to sort out what
financial commitment will be required
from each member. Most clubs are
started with an initial lump sum that is
topped up with an ongoing monthly
subscription.

If the subscription is not affordable
to everyone in the group, things can
quickly run into strife. Once these

issues have been canvassed, you can
draw up a partnership agreement.

This document should cover the
club’s investment approach, meeting
arrangements, the appointment of
club officers if appropriate, member-
ship requirements, the distribution of
profits and losses, voting rules and
processes for terminating the partner-
ship. The ASX has a template agree-
ment on its website and is a useful
starting point.

If you want to avoid disputes, you
should also have clear policies on
contribution requirements, trading
limits, access to the club’s bank
account, placing buy and sell orders,
trading between meetings, permitted
investments and so on.

Similarly, to allow for differing
contributions and for the entry and
exit of new members, it is generally a
good idea to value each member’s
share in terms of a unit value. Finally,

the key long-term safeguard is to have
proper record-keeping procedures.
When people form an investment
club, their initial focus is generally on
what to buy and how much fun it will
be to spend the profits. But from a
legal and tax perspective, what you are
actually doing is starting a business
partnership and you should not under-
estimate the complexities involved.

For example, you may require
specialist advice on how to account for
capital gains, whether or not to
register for GST and how to complete
the partnership’s tax return.

While membership of an invest-
ment club can be stimulating and
enjoyable, it is vital to establish the
ground rules and appreciate what you
are taking on. If you don’t get the right
advice and systems in place, you can
end up losing friends and money.
Andrew Quin, CPA, Wren Investment
Advisers

Receive instant quote**

0428 408 408

For an instant quote** text your age and gender (eg: 35M) to

0428 408 408

Standard SMS costs apply. **Quotes are subject to acceptance. Quote provided
based on Standard Base Rates for a ‘white collar’ worker with a 6 month payout
period & a 30 day waiting period. Quotes for $2,500 a month cover.

You insure your home & car... 
What about your income?

Text your gender and your age (eg: 35M)

FREE CALL 1800 462 275 and quote IL710

■ Mr ■ Mrs ■ Miss ■ Ms   

Name ________________________________________________________________________________

Phone (Day)________________________________(Evening) ______________________________

(Mobile) ____________________________________________________DOB ____________________

Address ______________________________________________________________________________

__________________________________ State ____________________ Postcode ______________

InsuranceLine, Reply Paid 62, Carlton South VIC 3053 
(No stamp required)

Promoted by InsuranceLine Pty Ltd (AFSL 243260, ABN 39 084 666 017) 
Insured by TOWER Australia Limited (AFSL 237848, ABN 70 050 109 450)

FREEPOST

YES
YES

I’d like to find out more about the low cost InsuranceLine
Income Protector Plan from just $2.95* a week

I’d like a FREE Will Kit when I take out an Income Protector Plan

IL7
10

3 easy ways to find out more

■

■

✃

How long could you survive
without your regular income?

Your income is actually your most
important asset. It pays for your
home, car, bills and allows you the
lifestyle you are accustomed to.

Accident and illness are extremely
common and can often result in 
time off work. We all have financial
commitments every month so leaving
your income unprotected can be a
huge risk.

When your sick leave runs out and
any savings have gone on paying
bills, and your mortgage or rent still
needs paying, what would you do? 
A financial set-back like this could
ruin your security, lifestyle and future
dreams.

The InsuranceLine Income
Protector Plan can be your
affordable back-up plan - 
from just $2.95^ a week.

With one easy call to InsuranceLine
you’ll be able to apply for the Income
Protector Plan which can pay you up 
to 75% of your monthly income* for up 
to 6,12 or 24 months if you can’t work
due to an accident or illness.

Applying is easy and 
hassle-free.

✓ Quotes and applications are done
over the phone in minutes.

✓ No complicated forms. 

✓ Generally no medical
examinations.

✓ Lower levels of cover start from
only $2.95^ a week. 

✓ Premiums are generally tax
deductible.

✓ You must be aged between 18-55
and working more than 20 hours 
a week.

^Premiums increase with age and cover, and subject to acceptance, take into account a person’s age, gender,
occupation, health and lifestyle. *To a maximum of $5000 per month. Lower limits apply for part-timers and people
aged over 50. Payouts subject to a waiting period and are tax assessable. You should consider the Product
Disclosure Statement from InsuranceLine before deciding to buy or continue to hold this product. Conditions apply.

✔

✔

FREE WILLKIT
with every Income Protector Plan



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (None)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJDFFile false
  /CreateJobTicket true
  /DefaultRenderingIntent /Default
  /DetectBlends false
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails true
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 524288
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 200
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.00000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 200
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.00000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.00000
  /EncodeMonoImages true
  /MonoImageFilter /FlateEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /SyntheticBoldness 1.000000
  /Description <<
    /ENU <FEFF004e0065007700730020004c0069006d00690074006500640020004100630072006f006200610074002000440069007300740069006c006c006500720020005600360020007300740061006e0064006100720064002000440069007300740069006c006c00650072002000730065007400740069006e00670073002e00200052006500760069007300650064002000310037002f00300032002f00300035>
  >>
>> setdistillerparams
<<
  /HWResolution [1200 1200]
  /PageSize [742.677 1065.827]
>> setpagedevice


