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Winding up an sSMSk

There are no prescribed steps for winding up an SMSH however there
are a number of specific requirements that must be satisfied.




Overview

There are a number of reasons why a fund may
need to be wound up including:

— The members have insufficient assets to justify
having an SMSF.

— Running the SMSF has become too onerous.

— The last remaining member has died.

Whilst the circumstances surrounding the reasoning
behind the wind up of an SMSF may vary, the
process is generally the same. Winding up an SMSF
essentially involves determining the value of the
fund’s assets and its liabilities and using the assets
to pay out those liabilities in an orderly and equitable
fashion. Liabilities generally include:

— members’ benefit entitlements
— taxes or duties owed by the fund

— insurance premiums due and payable by
the trustee

— expenses payable to other parties in relation to
the fund’s activities and the wind up process
itself (eg auditors, accountants, advisers).

Winding up could potentially be a lengthy process as
it may be necessary to wait until lumpy assets such
as property have been sold so that all liabilities can
be extinguished. The SIS Regulations do require the
trustee to give certain priorities to the various liabilities
of the fund including ensuring the initial tranche of
sale proceeds of assets are allocated to any liabilities
with respect to the administration and other costs
associated with the wind up proceedings.

If the fund is solvent, the next priority are member
benefits — the amounts allocated to members must
be equal to at least their minimum guaranteed
benefits. If the fund is insolvent, members still receive
the next priority, but their benefit entitlement will be
calculated as a proportion of the remaining assets of
the fund.

There are also provisions in the SIS Regulations
relating to the communication to members and also
the regulator of the decision to wind up a fund. The
regulator is required to be informed of a trustee’s
decision to wind up a fund before, or as soon as
practicable after the wind up process has
commenced.

The decision to wind up a fund is also a significant
event, and therefore must be communicated to
members. The trustee must inform members as
sSoon as practicable after it is reasonable for the
trustee to expect that the wind up will commence.
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Winding-up action plan

The SIS Regulations do not prescribe the steps a
trustee should take in the wind up of a fund, and
it would be unlikely for the fund’s trust deed to
contain detailed steps, however the following is
indicative of the steps that a trustee would be
required to complete.

— Convene a trustee meeting to ratify the decision
to wind up the fund. Record the decision in the
trustee minutes, along with the timetable for
the wind-up.

— Notify the regulator of the trustees’ decision
to wind up the fund.

— Inform members of the decision to wind up
the fund, the reasons for it and what it will mean
for them.

— Make provision for the outstanding expenses
of the fund, including tax, insurance premiums,
administration charges and professional
advisers’ fees.

— Calculate all members’ entitlements up to the date

of the wind up.

— Arrange for the transfer of members’ benefits to
another complying super fund, and (if there are
any pensions), ensure the transfer balance cap
reporting is completed as soon as possible.

— Arrange for payment of all outstanding expenses
and taxes.

— Complete the final set of fund accounts (with
audit), the fund’s final annual return as required by
the regulator and the final tax return for the fund.

As a practical consideration, the trustee should
continue to keep the SMSF’s bank account open
as long as possible to ensure that any delayed
receipts can be banked and forwarded to the
correct entity.

The ATO have published a guide on how to wind up
an SMSF which can be found here.
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Disclaimer

This publication is current as at 1 July 2025, and has been prepared by BT Financial Group, a division of Westpac Banking Corporation ABN 33 007 457 141 AFSL 233714 (‘BTFG’), which is part of the Westpac group

of companies (Westpac Group). This document has been prepared for the information of financial advisers only and must not be copied, used, reproduced or otherwise distributed or made available to any retail client or third
party, or attributed to BTFG or any other company in the Westpac Group. The information contained in this publication is an overview or summary only and it should not be considered a comprehensive statement on any
matter nor relied upon as such. This publication has been prepared without taking into account any person’s objectives, financial situation or needs. Because of this, you should, before acting on any information contained in
this publication, consider its appropriateness to your clients, having regard to their objectives, financial situation or needs. Any taxation information contained in this publication is a general statement and should only be used
as a guide. It does not constitute taxation advice and is based on current laws and their interpretation. Each individual client’s situation may differ, and your clients should seek independent professional taxation advice on any
taxation matters. Any graph, case study or example contained in this publication is for illustrative purposes only, and is not to be construed as an indication or prediction of future performance or results. While the information
contained in this publication may contain or be based on information obtained from sources believed to be reliable, it may not have been independently verified. Where information contained in this publication contains
material provided directly by third parties it is given in good faith and has been derived from sources believed to be accurate at its issue date. It is not the intention of BTFG or any member of the Westpac Group that this
publication be used as the primary source of readers’ information but as an adjunct to their own resources and training. To the maximum extent permitted by law: (a) no guarantee, representation or warranty is given that

any information or advice in this publication is complete, accurate, up to date or fit for any purpose; and (b) no member of the Westpac Group is in any way liable to you (including for negligence) in respect of any reliance

upon such information. This website may also contain links to websites operated by third parties (‘Third Parties’) who are not related to the Westpac Group (‘Third Party Web Sites’). These links are provided for convenience
only and do not represent any endorsement or approval by the Westpac Group of those Third Parties or the information, products or services displayed or offered on the Third Party Web Sites. BT01024F-0625
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