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|Preamble |

Self Managed Superannuation Funds Rulings (whether draft or final) are not legally
binding on the Commissioner. However, if the Commissioner later takes the view that the
law applies less favourably to you than this ruling indicates, the fact that you acted in
accordance with this ruling would be a relevant factor in your favour in the
Commissioner's exercise of any discretion as to what action to take in response to a
breach of that law. The Commissioner may, having regard to all the circumstances,
decide that it is appropriate to take no action in response to the breach.

[ Note: This is a consolidated version of this document. Refer to the Legal Database
(http://law.ato.gov.au) to check its currency and to view the details of all changes.]
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1. Subsection 62(1) of the Superannuation Industry (Supervision) Act 1993 (SISA)1 requires each trustee of a self
managed superannuation fund (SMSF) to ensure that the SMSF is maintained solely for the purposes specified in
that subsection.? However, there are some circumstances where an SMSF may be maintained solely for these
purposes while providing benefits (particularly to members or other related parties) other than those specified in
section 62. This Ruling clarifies when the provision of such benefits does not contravene the sole purpose test in
section 62.

2. This Ruling does not provide the Commissioner's views on how other SISA and Superannuation Industry
Supenision Regulations 1994 (SISR) provisions apply to any of the arrangements discussed in the Ruling.3

Ruling

3. The sole purpose test in section 62 prohibits trustees from maintaining an SMSF for purposes other than for the
provision of benefits specified in subsection 62(1). The core purposes specified in that subsection essentially
relate to providing retirement or death benefits for, or in relation to, SMSF members.* The SMSF can also
maintain the fund for one or more of these purposes and other specified ancillary purposes, which relate to the
provision of benefits on the cessation of a member's employment and other death benefits and approved benefits

not specified under the core purposes.5
4. Any trustee who maintains an SMSF for other purposes contravenes section 62.

5. Determining the purpose for which an SMSF is being maintained requires a survey of all of the events and
circumstances relating to the SMSF's maintenance. This enables an objective assessment of whether the SMSF
is being maintained for any purpose other than those specified by subsection 62(1).

6. A trustee must maintain an SMSF in a manner that complies with the sole purpose test at all times while the
SMSF is in existence. This extends to all activities undertaken by the SMSF during its life cycle, which broadly
encompasses:

accepting contributions;

acquiring and investing fund assets;

administering the fund (including maintaining the structure of the fund);
employing and using fund assets; and

paying benefits, including benefits on or after retirement.

7. A strict standard of compliance is required under the sole purpose test. The test requires exclusivity of purpose,
which is a higher standard than the maintenance of the SMSF for a dominant or principal purpose.

8. Newertheless, the provision by an SMSF of benefits other than those specified in subsection 62(1) that are
incidental, remote or insignificant does not of itself displace an assessment that the trustee has not contravened
the sole purpose test. As set out at paragraph 5 of this Ruling, determining whether benefits are incidental, remote
or insignificant requires the circumstances surrounding the SMSF's maintenance to be viewed holistically and
objectively.

9. For example, an SMSF may provide benefits that fall outside the scope of those that are specified in subsection
62(1) as an incident of activities carried on by it that meet the requirements of the sole purpose test. In contrast,
the provision of benefits, other than those specified in subsection 62(1), that is not an inherent or unawidable
consequence of otherwise legitimate activities of the SMSF may result in a contravention of the sole purpose test,
particularly if the benefits are relatively significant in nature.

10. The Commissioner considers the factors listed in paragraphs 12 and 13 of this Ruling are relevant in
determining whether the provision of a benefit that is not specified in section 62 is of such a nature that it does not
cause or contribute to a conclusion that the sole purpose test has been contravened.
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