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SMSF Key Rules 
At Accountplan we are here to hold your hand when you set up an SMSF, however it is 
important to know what you are getting yourself into. Running an SMSF means a lot of 
legislation and compliance. But it needn’t be complicated!  

Sole Purpose Test 

Your superannuation balance will be rolled into an actual bank account that you have full 
control over.  Yes!  You can actually withdraw the money BUT you need to know that you 
can only utilise the cash in your SMSF account for approved investments and expenses 
relating to those approved investments.  There is a very thick rule book that sets up all the 
rules and regulations for running your own SMSF however we advise all our clients, if you 
want to do something, just call us and run it by us first.  As you've probably seen elsewhere 
during your research, you can purchase things such as property, artwork, vintage or 
collectable vehicles as well as all the usual assets like shares, managed funds, bonds and 
term deposits.    There is a very big rule in the SIS Act, called the 'Sole Purpose Test' that 
essentially says you can only invest in assets for the sole purpose of your retirement.  So 
basically, you can't gain any benefit from the asset now.   

From the rule book.... 

'If you, or any party, directly or indirectly obtain a financial benefit when making investment 
decisions and entering into arrangements it is likely your fund will not meet the sole purpose 
test. 

One of the main ways we work out if an SMSF has contravened the sole purpose test is to 
look at the character and purpose of your investments. Working out the purpose for which 
an SMSF is being maintained requires looking at all of the events and circumstances relating 
to the SMSF’s maintenance. 

When investing in collectables such as art or wine, you need to take care to make sure that 
SMSF members are not granted use of or access to the assets of the SMSF in contravention 
of the sole purpose test. The most common breaches of the sole purpose test are: 

• making investments that offer a pre-retirement benefit to a member or associate  
• providing financial help or a pre-retirement benefit to someone at a financial 

detriment to your fund. 

Contravening the sole purpose test is very serious and may lead to trustees facing civil and 
criminal penalties.' 

 

What this means: 

You will have a regular bank account for your super cash. You can't go out and buy a new 
car, or use your SMSF cash to buy groceries. Nor can you take holidays in a property 
owned by the SMSF. Everything you do with your SMSF money must be for the sole 

purpose of providing for your retirement. 
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Related Party Acquisitions 

Another common question is - 'Can we purchase our own investment property from 
ourselves?'  The answer is no!  You can't purchase a residential investment property off 
yourselves or any other related party. 

From the rule book.... 

You cannot acquire assets from your fund from a related party of your fund. However, there 
are limited exceptions to this rule if the asset is: 

• a listed security (for example, shares, units or bonds listed on an approved stock 
exchange) acquired at market value 

• business real property acquired at market value  
• an in-house asset, but the level of your fund’s in-house assets does not exceed the 

threshold for SMSFs of a maximum 5% of total fund assets, or is an asset specifically 
excluded from being an in-house asset. 

A related party of a fund includes all members of your fund and associates, and all standard 
employer-sponsors of your fund and their associates. 

An associate of a particular member of an SMSF includes the following: 

• every other member of your fund  
• the relatives of each member 
• the business partners of each member 
• any spouse or child of those business partners,  
• any company a member (or the members or their associates) controls or influences 

and any trust the member (or the members or their associates) controls. 

Associates of standard employer-sponsors include: 

• business partners and companies or trusts the employer controls (either alone or with 
their other associates) 

• companies and trusts that control the employer. 

A standard employer-sponsor is an employer who contributes to a super fund for the benefit 
of a member, under an arrangement between the employer and the trustee of a fund. 

Business real property generally relates to land and buildings used wholly and exclusively in 
a business. 

If business real property is used in a primary production business, such as a farm, it can still 
meet the test of being used wholly and exclusively in a business, if an area of land, no more 
than two hectares, contains a dwelling that is used for private or domestic purposes. 
However, the main use of the whole property cannot be for domestic or private purposes. 

 

What this means 

You can't buy an asset (a property, artwork etc) from yourself or any other family 
member, unless it is a commercial property, which must be purchased at market value. 
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Compliance & Paperwork 

It is also a requirement that your SMSF has a full set of Financial Statements and SMSF Tax 
Return completed every year!  As Accountants, we do this on your behalf.  It is also 
important to note that your super fund will also be audited every single year also by an 
independent auditor.  Again, we will fully arrange all of this on your behalf however it's 
important that you understand what you're getting yourself into.   

Due to the very nature of SMSF and that it is very tightly regulated, we make sure you 
understand right from the beginning that you need to keep all the records, documentation 
and paperwork necessary for us to complete your financial obligations on your 
behalf.  Again, we provide you with a folder set up for filing and ensure our team is available 
to assist you every step of the way! 

Investment Strategy 

Trustees must formulate an investment strategy. Although there is no regulatory 
requirement for the strategy to be written, a written document will make it much easier to 
demonstrate to both the fund’s auditor and the ATO that you have considered all the 
relevant issues. At Accountplan we can help you develop an investment strategy to meet 
your own particular circumstances. 

The issues that the strategy needs to address include: 

• Investment objectives – what is the investment objective which is going to meet 
members’ retirement needs? Is it, for example, to exceed inflation by a certain 
amount, or to accumulate a certain level of assets? It is important to set the 
investment objective of the fund as it will provide guidance and direction for the 
investment strategy. 

• Risk and return – what level of risk is each member comfortable with having their 
benefits exposed to? Is the fund targeting a ‘high growth’ strategy? Or does it want a 
more ‘balanced’ portfolio? 

• Investment time frame – investment time frames will differ for each member and 
will affect the types of investments that are appropriate. Factors such as the 
member’s age, years to retirement, and the type of benefit to be paid will all have an 
impact on the investment time frame. 

• Diversification – how should investments be spread across the various asset classes? 
Is there a limit on the size of any one investment to no more than a certain 
proportion of the fund’s overall assets? 

• Liquidity – how quickly can the fund access cash to, for example, pay a pension? 
What other liabilities or expenses may fall due? What is the appropriate level of cash 
to have on hand? And how long would it take to sell the fund’s assets? 

It should be noted that consideration of the issues above may lead the trustees to decide 
that they need to formulate separate investment strategies for different members of the 
fund, and then hold the assets in different pools for the different members. For example, if 
one member is in the accumulation phase with some years to go before reaching retirement 
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age, and another member is in the pension phase and requires more income oriented 
investments, it is quite normal to have different investment strategies and run individual 
pools of assets. 

When an investment strategy has been established, the trustees need to ensure that they 
review the investment strategy on a regular basis. Triggers for a review would include the 
departure or death of a member, the addition of a new member, or the retirement of a 
member. In any event, the strategy should be reviewed at least once a year. 

You need to stick to your investment strategy. Asset performance should be monitored and 
measured and a formal investment review should be conducted at least every six months. If 
the circumstances of the members change, or the investment objectives change, the 
investment strategy can be easily changed at any time. The only requirement is that the 
new strategy reflects the changed investments of the fund, and that the changes are 
recorded (preferably in a trustee minute). 

Insurances 

SMSF trustees are now required to consider (and document that consideration) whether the 
fund should take out insurance cover for one or more of its members. Insurances could be 
life cover, TPD (temporary or permanent disability) or income protection. 

This requirement doesn’t mean that your fund needs to take out insurance – it just means 
that you need to consider whether to do so, or not. If you decide not to take out any 
insurance cover, it is probably a good idea to formally record this decision in a trustee 
minute every year, the same minute you make after reviewing the adequacy of your 
investment strategy. 

What this means 

You have to review and document your review the SMSF’s investment strategy and need 
for insurance every year. 

 

 

 

 

 

 

If you’d like to know more, give us a call on 07 38838999 and we’ll make a time to discuss 

your personal circumstances.  

 A Self-Managed Super Fund can be a great strategy however it’s not always for 

everyone.  There are pros and cons and we are happy to work through them with you. 


