Current as at 15 May 2017

SMSFs and the transfer balance cap - tracking member accounts

The excess amount commuted prior to
1 July 2017 will create a new
accumulation account for the
member, or if they already have one,
add to the member’s existing
accumulation account.

Conditions must be met by 1 July 2017

Must commute back to accumulation
phase, or withdraw from super, enough
so their total transfer balance account
is no greater than $1.6m at 1 July 2017.

Yes

Does the member intend to comply
with the transfer balance cap by
commuting assets currently in
retirement phase in the SMSF to
accumulation phase?

The member can pick what income
streams to commute/withdraw the
funds from if they have more than one
pension interest.

The alternative is withdrawing the
money from the SMSF or commuting/
withdrawing assets that are held in
other super accounts outside this
SMSF.

This member will have used up their
transfer cap and cannot move any more
assets into retirement phase (unless an
existing pension is commuted).
Will the member have a transfer
balance account > $1.6m at 1 July 2017?
This is the market value of the member’s total
retirement phase accounts which includes all
income streams held in their name in the SMSF
and in other super funds but excludes TTR
pensions which are no longer tax exempt.

There is no requirement to specify
particular assets as belonging to
pension or accumulation. Whilst this
could be done for the remainder
of the 2016-17 year, it will not be
allowed from 1 July 2017.
Yes
See flow charts below for impact on
the 2016-17 claim for ECPI.

No

No change - trustees do not have to
do anything to comply with the $1.6m
retirement phase cap.
No

No change - as long as before 1 July
2017 the member reduces their total
retirement phase balance to $1.6m by
commuting/withdrawing from pension
accounts that are not in the SMSF, or
by withdrawing money out of the
SMSF, the pensions in the SMSF can
remain in place.

The member’s remaining transfer cap
balance at 1 July 2017 will be the
$1.6m general transfer balance cap
less their individual transfer balance
account.
The member is eligible to commence
pensions up to the general transfer cap
balance should they wish to do so in the
future.

The content of this article and the flowcharts relating to it have been prepared by Accurium Pty Limited ABN 13 009 492 219 (Accurium) and are based on Accurium’s understanding of the Treasury Laws Amendment (Fair and Sustainable Superannuation ) Act 2016
and the Explanatory Memorandum to the Act. The article and the flowcharts are in the nature of information and are not intended as advice. The case study is illustrative only and is not based on any person’s particular circumstances, needs or objectives. Accurium
accepts no liability for any loss or damage resulting from reliance on the information. Before making any decision in relation to the information you should seek professional tax advice.
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Current as at 15 May 2017

SMSFs and the transfer balance cap – segregation of assets

Assessed at 30 June prior to the start of each new tax year, starting 30 June 2017
Does any member of the SMSF have a
total superannuation balance of $1.6m or
greater?
This includes all super accounts in the SMSF
and in other funds and includes TTR income
streams.
AND

Yes

Does this member have a retirement phase
account in the SMSF or any super fund? This
excludes TTR income streams.

The SMSF cannot employ a segregated
assets approach for tax purposes in
the upcoming tax year. All assets will
be treated as unsegregated and at
the end of the upcoming tax year the
fund will be required to determine the
fund’s tax exempt percentage in order
to claim ECPI.

Yes
AND
At any time during the upcoming tax year
will there be a superannuation interest in
retirement phase in the SMSF?

Does the fund intend to employ a segregated
pension assets approach for any fund assets in
the upcoming tax year?

No

No

No change - the fund can continue to
employ an unsegregated assets approach to
claiming ECPI.

No change for the upcoming tax year
- the fund can continue to employ a
fully segregated approach, or a
combination of unsegregated and
segregated assets approach, when
claiming ECPI in the annual tax return.

The content of this article and the flowcharts relating to it have been prepared by Accurium Pty Limited ABN 13 009 492 219 (Accurium) and are based on Accurium’s understanding of the Treasury Laws Amendment (Fair and Sustainable Superannuation ) Act 2016
and the Explanatory Memorandum to the Act. The article and the flowcharts are in the nature of information and are not intended as advice. The case study is illustrative only and is not based on any person’s particular circumstances, needs or objectives. Accurium
accepts no liability for any loss or damage resulting from reliance on the information. Before making any decision in relation to the information you should seek professional tax advice.
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Current as at 15 May 2017

SMSFs and the transfer balance cap – preserving capital gains
Must be decided by 30 June 2017

Will the SMSF be commuting balances
from pension back to accumulation
prior to 1 July 2017 in order to meet the
$1.6m transfer balance cap
requirements?

Yes

The fund will currently have assets
supporting pension liabilities that
contribute towards the fund’s ability to
claim exempt income.

Will the fund apply the capital gains
tax relief on any fund assets?

As a result of the incoming changes the
fund will have to move assets out of the
tax free retirement phase.

The SMSF does not have to apply the
relief on any assets if it doesn’t want
to.

The fund is eligible to apply the CGT
relief which will reset the cost base of
selected assets to ‘lock in’ gains or losses
earned under the current rules.

Segregated pension assets with losses
for example might not want to use the
relief as losses will be disregarded.
For segregated pension assets in a
gain position this relief will lock in the
gain earned so far as tax free.

No

Yes

For unsegregated assets in a gain
position it will lock in the 2016-17
year’s tax exempt percentage on the
gain to date. The fund will need to
consider whether this percentage is
expected to be better or worse than
when the fund might eventually realise
the asset.

OR
Does the fund contain any TTR income
streams that will not be converted to
retirement phase prior to 1 July 2017
and hence will lose their tax exemption
on earnings?

The CGT relief is not automatic. The
fund must choose for the relief to
apply in the approved form (TBC) and
this choice is irrevocable. The choice
must be applied on an asset-by-asset
basis and appropriate records must
be kept.

No change - the trustee can only elect to
‘lock in’ capital gains or losses on
assets prior to 1 July 2017 if it can be
shown that the capital gains tax position
will change ‘as a result’ of complying
with transfer balance cap or TRIS reforms.

The election must be made on or
before the day by which the trustee
of the fund is required to lodge its
income tax return for the 2016-17
income year. This will be based on the
market value of the asset immediately
prior to 1 July 2017 for assets using
the proportionate method, or the
market value of the asset at the date
it ceased to be a segregated current
pension asset for assets using the
segregated method.
For treatment of assets under the CGT
relief please see the next flow charts
on ‘Applying the CGT relief’

For unsegregated assets in a loss
position this relief may lock in a capital
loss to carry forwards.

Any capital gains or losses will work just
like they do now.

No

No change - capital gains or losses will
work just like they do now.

NOTE: we have assumed above that TTR pensions will be eligible for the CGT relief based on draft legislation
Superannuation Reform Package – minor and technical amendments
The content of this article and the flowcharts relating to it have been prepared by Accurium Pty Limited ABN 13 009 492 219 (Accurium) and are based on Accurium’s understanding of the Treasury Laws Amendment (Fair and Sustainable Superannuation ) Act 2016
and the Explanatory Memorandum to the Act. The article and the flowcharts are in the nature of information and are not intended as advice. The case study is illustrative only and is not based on any person’s particular circumstances, needs or objectives. Accurium
accepts no liability for any loss or damage resulting from reliance on the information. Before making any decision in relation to the information you should seek professional tax advice.
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Current as at 15 May 2017

SMSFs and the transfer balance cap – applying the CGT relief – segregated assets

For assets chosen to have the CGT relief applied prior to 1 July 2017 (see flow chart ‘Preserving Capital Gains’ for eligibility)
To reset the cost base work
out the capital gain as
market value less the
original cost base. The gain
or loss on this segregated
pension asset is
disregarded.

Has the asset been
segregated from 9
November 2016 to the
date the asset ceased
to be a segregated
pension asset?
Yes
Does the asset cease to be a
segregated current pension asset
and prior to 1 July 2017 amounts
are rolled back to accumulation
phase in order to comply with the
$1.6m transfer balance cap?

If an asset became
segregated after 9
November 2016 then
answer No.

The cost base of the asset
is now set to be the current
market value and this is
irrevocable.
Yes

No

OR
Does the asset cease to be a
segregated current pension asset
and is the asset segregated to a
TTR pension that will not be in
retirement phase at 1 July 2017?

No

This asset may not be
eligible to apply the
CGT relief as its tax
position is not affected
‘as a result’ of the
legislative changes.

This asset may not be
eligible to apply the CGT
relief as it was not
segregated over the
‘pre-commencement’
period from 9 Nov 2016,
when the Bill introducing
these changes was
introduced into Parliament,
to the date the assets
ceased to be segregated.

Asset will be using the
segregated method for
the remainder of the
2016-17 financial year.
Unless the fund has
other unsegregated
assets no actuarial
certificate will be
required to claim ECPI in
the annual return.

From the date the asset
ceased to be a segregated
pension asset is there still
segregation of assets
between pension and
accumulation for the period
to 30 June 2017?
The alternative is that assets
will be treated as
unsegregated supporting
both pension and
accumulation accounts to 30
June 2017.
This may be the case if the
asset value is greater than
the amount required to be
commuted to accumulation
phase. Or might occur if a
contribution was received
and the assets now support
pension and accumulation
accounts.

Yes

No
Asset will be using the
unsegregated method
for the remainder of
the 2016-17 financial
year. The fund will use a
combination of
segregated and
unsegregated method to
claim ECPI in the annual
return. An actuarial
certificate may be
required for 2016-17
year.

NOTE: we have assumed above that TTR pensions will be eligible for the CGT relief based on draft
legislation Superannuation Reform Package – minor and technical amendments
The content of this article and the flowcharts relating to it have been prepared by Accurium Pty Limited ABN 13 009 492 219 (Accurium) and are based on Accurium’s understanding of the Treasury Laws Amendment (Fair and Sustainable Superannuation ) Act 2016
and the Explanatory Memorandum to the Act. The article and the flowcharts are in the nature of information and are not intended as advice. The case study is illustrative only and is not based on any person’s particular circumstances, needs or objectives. Accurium
accepts no liability for any loss or damage resulting from reliance on the information. Before making any decision in relation to the information you should seek professional tax advice.
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Current as at 15 May 2017

SMSFs and the transfer balance cap – applying the CGT relief – unsegregated assets

For assets chosen to have the CGT relief applied prior to 1 July 2017 (see flow chart ‘Preserving Capital Gains’ for eligibility)
To reset the cost base
work out the capital
gain as market value at
30 June 2017 less the
original cost base.
Yes

Are amounts being rolled
back to accumulation
phase in order to comply
with the $1.6m transfer
balance cap?

The cost base of the
asset is now set to be the
current market value at 1
July 2017 and this is
irrevocable. The CGT
discount period is also
reset.

The gain/loss is recognised in the 2016-17 annual return just like
if the asset was actually sold in the year.

Does the fund wish to
recognise this gain/loss in
2016-17 financial year?

Yes

If this results in an overall net capital gain then this will add to
the fund’s assessable income which will have the tax exempt
percentage applied to determine the fund’s ECPI.

The alternative is to defer
recognising the gain/loss
until the asset is realised.

Yes

The loss cannot be deferred and must be recognised
in the 2016-17 return.
No

OR

If this results in an overall net capital gain then this
will add to the fund’s assessable income which will
have the tax exempt percentage applied to determine
the fund’s ECPI.
Yes

Does the fund have a
TTR pension that will not
be in retirement phase at
1 July 2017?

If this results in an overall net capital loss this loss can
be carried forward to future income years.

Is there a capital loss
on the asset at 30 June
2017?

No

If this results in an overall net capital loss this loss can be carried
forward to future income years.

Assets may not be eligible
to apply the CGT relief as its
tax position is not affected
‘as a result’ of the legislative
changes.

Calculate the capital gain as if it will not be deferred.
Assume this is the only capital gain in 2016-17 and
there are no current year, or carried forward, losses.

No

Apply the CGT discount if fund acquired the asset
before 1 July 2016. Reduce the net capital gain by the
exempt proportion for the 2016-17 year as certificed
by an actuary.

This notional gain will be recognised
in the income year where the asset is
realised.
Upon a realisation event, the capital
gain/loss accrued since 1 July 2017 is
recognised like any other capital gain in
the income year of realisation based on
the asset being acquired on 1 July 2017.
The CGT discount may be applied if
realised after 30 June 2018.
The notional capital gain calculated at
30 June 2017 is added to the fund’s net
capital gain but is treated as assessable
income and the tax exempt percentage
for that income year does not further
reduce this notional gain.

The resulting amount is the fund’s notional capital
gain on this asset.
NOTE: we have assumed above that TTR pensions will be eligible for the CGT relief based on draft legislation
Superannuation Reform Package – minor and technical amendments
The content of this article and the flowcharts relating to it have been prepared by Accurium Pty Limited ABN 13 009 492 219 (Accurium) and are based on Accurium’s understanding of the Treasury Laws Amendment (Fair and Sustainable Superannuation ) Act 2016
and the Explanatory Memorandum to the Act. The article and the flowcharts are in the nature of information and are not intended as advice. The case study is illustrative only and is not based on any person’s particular circumstances, needs or objectives. Accurium
accepts no liability for any loss or damage resulting from reliance on the information. Before making any decision in relation to the information you should seek professional tax advice.
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