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Resources
ATO websites
In addition to this general overview,
there are a number of key resources
provided by the Australian Taxation Office
(ATO) on establishing and running a SelfManaged Supperannuation Fund, including:

Thinking about a self-managed super fund
Setting up a self-managed superannuation fund
Running your self-managed superannuation fund
How your self-managed super fund is regulated, and
Winding up a self-managed super fund
The foundation
An SMSF is a superannuation fund with fewer than five members, where the members actively
participate in the fund‘s management. The members will generally be the only trustees of the fund
(or the directors of the corporate trustee) and will have full responsibility for the fund‘s management,
investments and general administration. The trustee can either be a corporation or individual(s).
Regulated complying superannuation funds
An SMSF will receive concessional tax treatment if it is a regulated complying fund. An SMSF will be
a complying fund if it:
is a regulated fund under the Superannuation Industry (Supervision) (SIS) legislation
is a resident fund for Australian income tax purposes, and
has satisfied the requirements of the SIS legislation.
Given that a superannuation fund is a trust, it requires a trustee. The trustee must be either a
constitutional corporation or an individual(s).
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SMSF Definitions
Funds other than single member funds
The SIS Act specifies that a superannuation fund, other than a fund with only one member, is an
SMSF if and only if it satisfies the following conditions:
(a) it has fewer than five members
(b) if the trustees of the fund are individuals – each individual trustee of the fund is a member of
the fund
(c) if the trustee of the fund is a body corporate – each director of the body corporate is a
member of the fund
(d) each member of the fund:
(i) is a trustee of the fund, or
(ii) if the trustee of the fund is a body corporate – is a director of the body corporate
(e) no member of the fund is an employee of another member of the fund, unless the members
concerned are relatives
(f) no trustee of the fund receives any remuneration from the fund or from any person for any
duties or services performed by the trustee in relation to the fund
(g) if the trustee of the fund is a body corporate – no director of the body corporate receives
any remuneration from the fund or from any person (including the body corporate) for any
duties or services performed by the director in relation to the fund.
Single member funds
The SIS Act defines a superannuation fund with only one member to be an SMSF if and only if, it
satisfies the following conditions:
(a) if the trustee of the fund is a body corporate:
(i) the member is the sole director of the body corporate, or
(ii) the member is one of only two directors of the body corporate, and the member and the
other director are relatives, or
(iii) the member is one of only two directors of the body corporate, and the member is not an
employee of the other director
(b) if the trustees of the fund are individuals:
(i) the member is one of only two trustees, of whom one is the member and the other is a
relative of the member, or
(ii) the member is one of only two trustees, and the member is not an employee of the other
trustee
(c) no trustee of the fund receives any remuneration from the fund or from any person for any
duties or services performed by the trustee in relation to the fund, and
(d) if the trustee of the fund is a body corporate – no director of the body corporate receives
any remuneration from the fund or from any person (including the body corporate) for any
duties or services performed by the director in relation to the fund.
Funds with fewer than five members
A fund with fewer than five members, which does not meet the above definitions, will be classed as a
small Australian Prudential Regulation Authority (APRA) fund (SAF). These funds are regulated by
APRA, rather than the ATO.
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Fund regulators
The three regulators of small super funds are: Australian Taxation Office (ATO), Australian Prudential
Regulation Authority (APRA) and the Australian Securities and Investments Commission (ASIC).
Australian Prudential Regulation Authority (APRA)
APRA regulates small funds which fail the definition of an SMSF. These are defined as SAFs.
Australian Taxation Office (ATO)
The ATO regulates small funds which meet the definition of an SMSF.
Australian Securities and Investments Commission (ASIC)
ASIC is the responsible regulator for the Corporations Act and has a role in the investigation and
prosecution of breaches of the legislation.
Professional roles and obligations
There are professional roles for the following functions, all of which may be outsourced. It is important
to remember that the trustee(s) is still responsible for the conduct of these functions, outsourced or not.
Administration
It is common to outsource the administration of a fund to specialist firms or entities. This may include
the recording of asset purchases, contributions, income from assets and member accounts. An
administrator assists the trustees to comply with regulatory requirements, ensuring compliance of the
fund and preparation and submission of the fund tax return.
Accounting
As a registered tax entity, lodgement of business activity statements (BAS) and income tax returns is
required. These important functions require the specialist advice of an accountant and include other key
functions such as preparing financial accounts, preparing annual compliance returns, preparing annual
tax returns, calculating tax payable and advising on taxation considerations affecting the fund.
Auditing
The SIS legislation requires that the accounts and statements and an SMSF‘s compliance with the
provisions of the SIS Act, be audited each year by an approved auditor.
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Financial adviser
The SMSF investment strategy, execution of that strategy and advice to the trustees on financial
products is the appropriate domain of licensed representatives of an Australian Financial Services
Licensee. Financial advisers can also assist members via the provision of advice and many have
specialised to provide advice on the specific aspects of SMSF structures.
Actuary
If the fund has unsegregated pension assets an actuary is required to provide the actuarial certificates.
They can also provide valuations for existing fixed term and lifetime pensions and advise on the
establishment of fund reserves.
Solicitor
Essential for drafting the fund‘s trust deed or amending one that is in place. They may also be able to
put in place structures required to meet superannuation borrowing rules and advise on any legal matter
such as splitting superannuation benefits as a result of divorce proceedings.
Establishing an SMSF
Establishing an SMSF is relatively easy and usually involves obtaining a superannuation trust deed,
signing it, appointing the relevant trustees and notifying the relevant bodies. The following table
provides you with a summary of the key steps involved with setting up an SMSF.

Step

Estimated time frame

Initial advice

Day 1

SMSF trust established

Day 5

Trust Deeds executed

Day 12

Apply for the Fund’s ABN and TFN

Day 15

Bank account

Day 16

Investment strategy for the Fund

Day 30

Move funds to the SMSF

Day 40

Make Investments

Up to Day 110

SMSF set up complete

Day 110 (approx 3-4 months from
commencement)
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The trust deed
Every SMSF requires a trust deed, it is essential to the operation of a fund. A trust deed is a legal
document that sets out the rules for establishing and operating the fund. Together with the
superannuation laws, they form the fund‘s “governing rules” and detail the following:
the powers, duties and responsibilities of the fund‘s trustees, and
the rights of the members
In addition, the trust deed covers important areas such as:
the fund‘s objectives
who the trustees are
who qualifies to be a trustee
how trustees are appointed or removed
who can be a member
when contributions can be made
how benefits can be paid (pension or lump sum) within the requirements of the SIS legislation
when benefits can be paid
how to appoint professional advisers (such as an auditor), and
the procedures for winding up the fund.
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Company or individual trustee
A fund may have individual trustees or a corporate trustee. After considering the relevant issues,
you may recommend either an individual or corporate trustee, however best practice suggests that
a corporate trustee is superior where:
there is only one fund member
membership of the fund may change, eg through divorce or children subsequently joining
the fund, or
it is envisioned that the fund will outlast the original members.
All trustees and directors need to consent in writing to being appointed and these records need to
be retained for at least 10 years.
The administration difference becomes a practical difficulty with individual trustees. Share registries
and broker services cannot cater for more than two names on the title of assets or for account
names. On events such as death or divorce, registries can require off market transfer forms for
each asset, causing additional costs of time and expense.
Under the Corporations (Review Fees) Regulations 2003, a “special purpose company” can be
created which acts as trustee of an SMSF and which will be eligible for reduced ASIC fees.
In order to meet this regulation however, the following two conditions must be met:
the constitution of the company prohibits distribution of the company‘s income or property
to its members, and
the sole purpose of the company is to act as the trustee of a regulated superannuation
fund
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