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Planning for Business Succession 

Transitioning a family business to the 

next generation can be an incredibly 

confronting process. 

 
Stepping back from your business is a big 
move and can be quite difficult if there 
isn’t a solid plan in place.  Succession 
planning helps to ease the process.  A 
strong succession plan reduces the risk of 
interfamily disputes and can ensure the 
strength of your business continues well 
into the future.  Consider the following 
when preparing your business’ 
succession: 
 
Well defined plan 
 
A formal succession plan can help guide 
your business through a smooth transfer 
of control.  Involve family members in 
business succession planning discussions 
and foster a collective family vision early 
on. 
 
It is important to be realistic when 
choosing successors; don’t expect family 
members to take over if they have no 
interest in the business.  Think 
strategically about the skills, knowledge 
and experience required for the future 
success of the business and co-ordinate 
family members to roles appropriately. 
 
Once you identify the successors, you will 
need to decide on the levels of 

management, control and shares of 
ownership.  If you have more than one 
successor, you will need to decide on 
whether ownership and management will 
be equal and if your management team 
will include non-family members and so 
forth. 
 
Start Early 
 
Frequent and open communication is key 
for removing tension and promoting a 
healthy transition.  Be sure to 
communicate your succession plans to 
your staff as well as successors.  Potential 
successors need to be introduced to the 
business as early on as possible.  Training 
successors years in advance helps teach 
them key business skills and processes 
required to run the business.  It also gives 
them an opportunity to form relationships 
with important clients and key 
stakeholders long before succession is 
implemented. 
 
Financial and legal issues 
 
A major part of succession planning is 
accounting for the financial and legal 
issues that arise with the handover of the 
business.  Business owners need to 
evaluate their options, such as the 
decision to sell or gift the business to 
family members, whether a trust needs to 
be set up as part of the succession and so 
forth.  They will also need to address the 
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tax implications upon sale or transfer of 
ownership, and in circumstances such as 
death and divorce.  It’s important to speak to 
your trusted professional for advice if you are 
considering implementing a succession plan.    

 
  

Using our secure Client Portal? 
 

We now have a link to the portal on our 
website https://www.evansedwards.com.au/ 
Click on the “Secure Portal” button and this 
will take you straight to your portal login. 
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A guide to negative gearing 

Negative gearing is a common tax 
strategy used by property investors to 
offset the costs of owning a property 
against assessable income. 

The strategy is arguably one of the most 
generous tax breaks available to 
Australian property investors.  It allows 
investors to claim the shortfall between a 
property’s associated expenses and its 
rental income as a deduction against their 
total taxable income – resulting in a lower 
annual income tax bill.  Where the other 
income is not sufficient to absorb the loss 
it is carried forward to the next year. 

To access negative gearing on a property, 
the owner must have borrowed money to 
purchase the property and the net rental 
income must be less than the costs of 
maintaining the property. 

For example, if the rent of a property was 
$500 per week, and the property was fully 
tenanted for a full financial year, the 
rental income would be $26,000.  If the 
deductible expenses for that year were 
$40,000, the net rental loss would be 
$14,000.  The $14,000 loss can then be 
applied to reduce the property owner’s 
other taxable income. 

Although negative gearing is helpful for 
those owners experiencing a net rental 
loss, the strategy is not without flaws.  An 
underperforming property is still making 
a loss, and ideally, investors would prefer 
to have a positively geared property 
where rental income exceeds expenses. 

Investors who have long term negatively 
geared properties are generally hoping to 
incur long term profits from capital 
growth. 
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Investing in property through an SMSF 

It is vital for those with a self-managed super fund (SMSF) to carry out the necessary checks and seek professional advice before purchasing 
a property in their SMSF, especially where borrowing is involved. 
 

Investment Strategy:  The SMSF’s investment strategy must be considered.  If the purchase of a property will cause the fund’s other investments 
to be out of alignment, trustees should consider amending the investment strategy before purchasing a property. 
 

Resources:  Trustees need to consider whether the fund will have the resources to purchase the property.  For example, will the SMSF purchase 
the property using its available resources or would it be wiser to purchase a property of greater value using borrowed funds. 
 

Structure:  Once trustees have decided on the property to be purchased, the next step is to consider the structure in which the property will 
be owned.  For example, SMSF trustees can own the property or organise for their SMSF to own units in a unit trust that will own the property. 
 

Borrowing:  After deciding on the structure in which the SMSF trustee will own the property, the next decision is often whether the fund will 
enter into an SMSF limited recourse borrowing arrangement (LRBA).  Trustees should determine whether the borrowing will be from a bank, 
another financial institution or a related party.  If a related party is loaning the money, trustees must ensure the loan is on commercial terms.  
SMSFs purchasing property through debt have several restrictions on their investment under the limited recourse borrowing arrangement 
(LRBA).  To establish a LRBA, a 20-35 per cent deposit is required plus enough money to cover stamp duty and legal expenses within the 
SMSF, or ready to roll over from another super fund.  The fund will be assessed on its borrowing potential based on members’ superannuation 
contributions and the rental income from the property.  Lenders will often require a personal guarantee from the SMSF trustees as the lender 
can only repossess the property if an SMSF cannot meet its repayments. 
 

Management:  Once the SMSF has purchased an asset like property, the trustees need to consider what would happen in the event of the 
death of a member.   For example, the property may need to be sold or transferred to beneficiaries.  Or, if a surviving spouse is to be the 
recipient of the death benefits, then the funds could remain in the SMSF to provide a pension to the surviving spouse. 
 

Liquidity:  As property is a large illiquid asset, the fund should have enough cash on hand to pay day-to-day expenses.  If the property is the 
only asset in the SMSF and it is in pension phase, it may not be able to supply a sufficient retirement income to its members. 
When determining what would happen in the event of the death of a member, trustees should also consider other events, such as the disability 
of a member.  Planning for this should take place at the time of purchase, as SMSFs can incur significant financial difficulties if a member 
becomes disabled. 
 
Every situation is different, so tailored, professional advice should be sought before deciding what is best for your own situation.  Our team 
can help. 

 
 

 

 
 

 

Even if you think that your investment 
property will be positively geared, 
understanding the benefits of negative 
gearing can give you a little peace of mind 
knowing that if the property does lose 
money, you will be able to offset the loss 
against your taxable income. 

When a property is positively geared, the 
income earned is added to your total taxable 
income.  As such, it is taxed at your marginal 
tax rate.  The same applies to the net capital 
gain that you make from selling a property. 

 
    
   
 


