WELCOME TO
SMSF COMPLIANCE DAY

| Maximising compliance, minimising risk, and avoiding costly mistakes



ACCURIUM EDUCATION

Professional development that is trusted, flexible and practical
Respected experts delivering SMSF and tax training for accountants how and
when you want.

Led by our respected team, we provide engaging and practical training that

simplifies complexity and emphasisesswh at 6 s I mportant. OQOur tr ai
accountants at every career stage, from newcomers to seasoned professionals.

SMSF Association
Accredited
Educator




MEET YOUR EDUCATORS

Mark Ellem Jason Hurst Anthony Cullen Matthew Richardson Natalie Scott

Head of Education (SMSF) Technical Superannuation Adviser Senior SMSF Educator SMSF Manager Superannuation Adviser
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SLIDOT Live Q&A and polling
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A STOCKTAKE CHANGE
FOR SMSFs

| Time to review of the changes that apply to the 2023-24 financial year.



SMSF annual returnt wh at 0 s

n e w

mmme 1 rUSt income schedule (TIS)

A From the 2024 income year, if an SMSF received one or more

distributions from trusts C must complete a Trust income schedule

2024 and attach it to the SMSF annual return. The trust income

schedule details each distribution that the SMSF received from trusts.

AOutl ine new approach to NALE
A Separate NALI/NALE session.

Non-ar més | ength expenses —

t2h.at O

S




2024 SMSF Annual Return

Distribution details

Name of distributing trust

Australian business number (ABN)

HEpEREERERERERN
Investor number

EEEREEEEEREEEEENEEEEEEEEN

Australian company number (ACN)

B Australian Government
Australian Taxation Office

Trust income schedule 2024

Share of income w 52 Share of credit for TAN amounts °| |
of trust estate | . | withheld from payments from
I —— Share of credit for tax withheld Glosaly held Tusts
Who should complete this schedule? When completing this form - faggncmﬁ. e L] 5 | o
Use in conjunction with the individual, company, You can complete this form electronically or with a pen. {excluding capital gaing Capital gains  F | = ]
trust, partnership, fund income tax return or the If you choose to use a pen: Australian franking credits i i
self-managed superannuation fund annual return. u Print clearly in BLOCK LETTERS using a black pen. from a New Zealand N | B | Gross capital gain F1 | P |
= Place X in ALL applicable boxes. franking company wss  Capital losses applied F2 | 5 |
Refer to Trust income schedule instructions 2024, available K Primary [ 58 I D
on our website ato.gev.au for instructions on how to complete production CGT discount applied F3 | 5 |
this schedule. PP -NCMI A1 | B I
CGT small business F4 I MJ
i PP - Excluded concessions applied
Tax file number (TFN) Share pExcluded a9 | ¢ - NCHcopta guin FB | =]
. 3] -l
00 000 O come procucicn B | x]/[] Excued from g | =
Non PP - NCMI B4 | B'al NCMI capital gains
Individual name e Share of redit for forsign | |
) ) Mon PP - Excluded resident capial gans
Title:  Mr D Mrs j Miss D Ms :l Other | | O e B2 | -5 | withholding amounts
Surname or family name Credit for tax withheld . Attributed foreign income .
| Y | where ABN not quoted c | = | o 9 G | = | LOas
o —| _Other assassable H 5a
First given name Other given names Franked distributions U | = Toreign sotrma inoomes | UD

| Franking credit D | |

Foreign income tax offset || I

Share of Mational rental “l

OR TFN amounts withheid  E | | afiordabiity schems tax offsst
Non-individual name (company, trust, partnership, fund, SMSF) Exploraion credis M | 5 |
Early stage venture capital
limited p;?tgreshiptax offset T | |
Early stage investor J | |
tax offset
Residential address for individuals or business address for non individuals Div 6AA Eligible income G4 | gl |
Small business income tax offset information
Share of net small Y| Ml
business income
Suburb/town/locality State/territory Postcode Non-resident beneficiary additional information
| | | ” |D v DDDD 598(3) assessable amount  J | 5 | S08(4) assessable amount K | 5e |
Country if cutside Australia sttt s e Annual Trustee Payment report information
| Total TFN amounts o | 5 |

withheld from payments




2024 SMSF Annual Return Distribution details

Name of distributing trust
L D BEE G LI e e
Investor number
AREERRRERRERENENEENEEEEEDE
Sharecfincome | 5¢| Spamcioedtior TN amorts g | |
o i || R
oo CopragansF | |
mwmﬁg@ e | = Gross capital gain F1 | el
_ Tranking compeny wes  Capital losses appiied F2 | |
mmm A: M:/D CGT discount applied F3| 'Bﬁ|
PP -NCMI A1 B CGT smal business
| SN A2 S =
o of Non-primery Loss NCMI capital gains F5| 'ﬂﬁ]
i UL e g 5]
Name of distributing trust: Non #P - NoMI B | R Smogoenen g |
. Mon PP - Excluded . Qans
Non-managed funds i name of the trust L™ ™ o B2 X ecan
8 whse 48N et e C| 5q]  Ambued foegn ncome G| X
Managed funds T name of managed fund or statement o Other assassable =
: : Franked distributions U[ ﬁ' foreign source income Hl 'DEUD
issuer (for consolidated tax statements). Frankng et | | Forsgn ncome taxotset | | |
TFN amourts withheld [ | | atioraiiny schere i it R |
- 2 0 Exploration credits
Trust identifier: cibied M| =]
: : : imited partrersp t ofoet T | |
For non-managed funds provide either the ABN (if o
applicable) of the distributing trust or provide the ACN of i 8AA Eigioe incore €1 | ]
the corporate trustee (if applicable) of the distributing trust. Smﬂ'mﬂﬁ;m?’;“r“‘mm‘m“ =
> > business income
For managed funds provide the investor number of the Non-resident beneficiary additional information
s98(3) assessable amount J| -ﬁ-&] 508(4) assessable amount Kl 'ﬁ'ﬁ|

distributing trust which should be located on your tax
statement from your managed fund. withheid fom payrosnts T | ]

Annual Trustee Payment report information




Section B: Income

= Do not complete this saction ¥ all sur ruation inco
or tha entire year, § have not
al g U are entitled to claim ¢ & tax calculatio

11 Incoma

2024 SMSF

Annual Return: Sriines
when would an Serare
SMSF be required assiissly
to complete? T

Aszsessable
contributions
A6 & -5 "1 rz R ]

Calculation of non-arm's length incomsa
“Met non-amms length ¢

company drOeEnos

S5

TS

m’s langth income Net non-arm’s
length income |y &

subject 1o 45
y U oius U2 pius U3

GROSS INCOME
Sumoflenas Aol W B . .
Exampt cument pension income Y 5

X X % x| % x x\x!

TOTAL ASSESSABLE s &
INGOME (W sz Y , . ,

OFFICIAL: Sensitive (when complelad)




Funds with ECPI and trust distribution(s)

Fund with ECPI + other
assessable income

10 Exempt current pension income
Did the fund pay retirement phase superannuation income stream benefits to one or more members in the income year?

e To claim a tax exemption for current pension income, you must pay at least the minimum benefit payment under the law.
Record exempt current pension income at Label A.

No D’ [Go to Section B: Income.

Yes .’ X[} Exermnpt current pension income armount @ DDD D

Which methed did you use to calcul
regated assets method B D

Unsegregated assets method C } Was an actuarial certificate obtained? D Yes

Did the fund have any other income that was assessable?
E VYos } Go to Section B: Income.

I D’ Choosing ‘No’ means that you do not have any assessable income, including no-TFN quoted contributions.
< Go 1o Section C: Deductions and non-deductible expenses. (Do not complete Section B: Income.)

Loas
GROSS INCOME mmEiE
(Sumaﬂabelsmamw$_[_,___,___'>< D
Exempt current pension income Y $ : ::: :::)(
Loas
TOTAL ASSESSABLE mmn
INCOME (W less ¥) “$DD,_E_,___,___'>< [ ]

Fund that is 100% ECPI: no other
assessable income

10 Exempt current pension income
Did the fund pay retirement phase superannuation income stream benefits to one or more members in the income year?

e To claim a tax exemption for cumrent pension income, you must pay at least the minimum benefit payment under the law.
Record exernpt current pension income at Label A.

No D’ [Go to Section B: Income.

Yes ’ Exempt current pension income amount @’ DDD , m

Which method did you use to calculate your exempt current pension income? .
Segregated assets method B

Unsegregated assets method C D} Was an actuarial certificate obtained? D Yes D

Did the fund have any other income that was assessable?
E Yes D} Go to Section B: Income.

} Choosing ‘No’ means that you do not have any assessable ingoese
Go to Section C: Deductions and non-deductible expenseg (Do not oomplete Secllon B: Inoome.

What 6s new f or SMSFs re Trust

Complete the schedule if you report a distribution from a trust at:

A item 11 income, labels
A A Net capital gain
A D1 Gross foreign income
A M Gross trust distributions
A U2 Net non-arm's length trust distributions.




= Section B: Income
a Do not complete this section if al superanmuation interests in the SMSF were supporting superannuation income streama in
the refirement phase for the entire year, there was no other income that was asssssable, and you have not reslized a defared
notonal gain. I youw are entiled to claim any tax offeats, you can record these at Saction D Income tax calculation staternent.

11 Income If the total capital loss or total capital gain ie greater than
Did you have a capital gains tax 510,000 or you elected to use the franefional CET relef in
10 E A A (CGT) event during the year? G No |:| Yee Db 2017 end he defarmed notiond gain has been redised,
xempt current pension income complete and attach & Capitsl gains fax (CGT) scheduis 2024,

Did the fund pay retirement phase superannuation income stream benefits to one or more members in the income year? R—— G
cxmmption o love? M no[ ] ves[ ] []

e To claim a tax exemption for current pension income, you must pay at least the minimum benefit payment under the law. _ .
Record exempt current pension income at Label A. netcasta QA S LLLT L] L)<
(Gross rent and other leasing and hiringincome B § . D

No [} (5o to Section B Income. crossiereet © S| JL] [T L] L] ]5<
Yos (X)) Exempt curent pension ncome ameunt AGL | 1. T I, T 132 oy manesss et x s J0,CTI0, (1
Which method did you use to calculate your exempt current pension income? . o1 s T IOLOCd |x>mmm os[ [ T1LL1 || [ ]s< ﬁ

Segregated assets method B

Australian franking credits from a Mew Zealend company ES| || " || I ” || " || |><
' Numier
Unsegregated assets method CD}WasanactuariaJ certificate obtaned? D Yes D T PO I e (T
Did the fund have any other income that was assessable? Gm?g'\ﬂgeqm wsLLLILLL || L=
Y E GCalculation of assessable contributions . =)
c 100 | oo st e SRR | cmeh [0 0 0
. Re S| L LLLILLLLR® fuenmasvsena 5 s 70 (T T ]
’Choosmg ‘No’ means that you do not have any assessable plus  Assessabie personal contributions T '
Go to Section C: Deductions and non-deductible expenseg rz s ] T]s« “Franiked d""e"rﬁ ks [T LT ]2
amoul ’

plus *No-TRN-guoted confributiona *Dividend fm,;;:g LS |_||_|><
Received Distribution that would have been Ras[ T LILLLICT 1< Q:mm ws 000,00, 050
ises  Tranefer of ligbifty to life insurance :

included at either labels A; D1; M or U2 Srvoany 5 737 A

ble
re s LI L] I e =iiione ms LD LTI, L <
pius R Joss R

Calculation of non-am's length income ™
Tetrenmme e sy sl otnerineeme ST ¢ [
u1 $|_||_||_| |_||_||_| |_"_||_|>< *Assessable income
< Eﬁ’l—gmwsbngh st DT~ -.ocru'tg;d;u'.:; 'I'S| || " || I ” |,| " " |><

Australian Government vz L]0 LI I
- * non-am’s
57 Australian Taxation Office Trust income schedule 2024 e $|“E|*| rm"“" ¥ IIMITTIex [,mﬁ%gmu e u s, L0, =<
Who should complete this schedule? When completing this form “Thiz is & mandstory GROSS INGOME [l
Usein unction with the indhvidusl, © 2 ) labei (Sumn of Izbsls A to U) WS| " " || I ” || " " |>< |:|
COonK OMpPany, You can compiate this form elactronically or with a pen . _
SO, DUINSNE. N MG tc St or S §y0uchnoss 10.18e 3 Dl e e e Exemot cunent pensicnincome. Y S| || [ [ I[] [ [ ] |=<
salf-managed superannuation fund annual retumn n Print cisarly in BLOCK LETTERS using a black pen. check the instructions Loea
RENEDAMALL Srumetis v Sqemmeert | “RNeomewey Vs OLOLOIO CE = [
Rofer 1o Tust income schedule instructions 2024, available peenappied, e : :
0N our website S10.90v.au for NStructions on how 1o complete |_ -

ths sChedula, Page 4 OFFICIAL: Sensitive {when complstad)



Fund with value at either labels A; D1 or U2,

but no value at M

*
9 " Australian Government
% Australian Taxation Office

Who should complete this schedule?

Use in conjunction with the individual, company,
trust, partnership, fund income tax return or the
self-managed superannuation fund annual return.

Tax file number (TFN)

[ OO0 O

Individual name

Title: Mr j Mrs j Miss D Ms :| Other |

Surnarme or family name

Trust income schedule 2024

When completing this form

You can complete this form electronically or with a pen.

If you choose to use a pen:

m Print clearly in BLOCK LETTERS using a black pen.

 Place X in ALL applicable boxes.

Refer to Trust income schedule instructions 2024, available

an our website ato.gov.au for instructions on how to complete

this schedule.

First given name

Other given names

OR

Non-individual name (company, trust, partnership, fund, SMSF)

Residential address for individuals or business address for non individuals

Suburb/town/locality

State/territory

| [ ]w

Country if outside Australia

(Awstraia orik)

Postcode

(LT 11

(Awistralia onky)

Section B: Income

a Do not complete this section if al superannuation interests in the SMSF were supporting supersnnuation income streama in
the retirement phase for the entire year, there was no other income that was assessable, and you have not realised a deferred
notional gain. If you are entitled to claim amy tax offests, you can ecord theee st Saction D: Income tax calcuation statement.

11 Income

Did you have a capital gains tax
(CGT) event during the year? G No |:| = D'

I the total capial loes or total capital gain is greater than

£10,000 or you elected to use the tranetional CGT relief in
2017 and the deferred notional gain has been reslissd,
complete and attach a Capitsl gains fzx {CGT) schedlis 2024

Page 4 OFFICIAL: Sensitive jwhen complated)

Code
ctempionorioes MNe[ ] ves[ ] []
netosotaigan AS| | L] [T ][ 1]
Grosea rent and other leasing and hiring income BS| " " |r| I " |r| ” || |K
eresamterest © S| [T ] LI =
e e e nemme X ST Y], =
Groas foreign income L
IIIII‘Pmmuuunuunum:mwmenmuM|HHerx
Australian franking credits from a Mew Zealand company ES| " " || I " || ” || |><
Numiber
o Fs[LI L] CICT e LI
a
____________eemormesODODOI*
culation e contri ) =
Assssatie empioyercontritone. | S dimder s [T 1= [
R1S{ | ]I LU s sicena o ] [T T 5%
plus  Assesssbie perecnal contributions amournt
rz s [ ], (00,00 | ™= ksLLILLLL LI )<
| pls: **No-THN-guoted contributions 'Dmmfrgncng LS .5
=IO 2 e 1
fan amount mus be included even if 2 is zam| Gross Ms 54
is=s  Transfer of lisiity to ife insurance LINEATET
company or PST A % _--
res| | ]I LI e =i me[ L] LT LI )<
i R lass 6|
Calculation of non-arm's length income GCode
*Met non-arm's length private company dividends| Chher income B S e
U1$| " " |,| " " |,| ” " |>< . - | " " |,| I " |,| ” " | |:|
plus*MNet non-arm's length trust distributions M:wa:g TS| " " || I " || ” " |><
vzs [ | LTI == M:‘:‘“a”“d
plus  *Net othver non-am's length income ) Iengtr?ﬁ;:nunnlz e 54
N A A N £ e o e —
This i datory Loss
e umermeeany WS LT CIC e [
ceerecst s apei, | Sxemetcumentpensionmeame ¥ § [ ] (11 [T I«
_chec-cthe nefructions e Loas
it woomewee VSOOI O e [
been appled.




New trust schedule In practice

After Creating Entries for the 2024 Financial Year, Simple
Fund 360 will automatically create a schedule for each
Investment that receives a Distribution during the

Financial Year. Transaction screen will be populated into the schedule.

Tx - A new report has been added to reconcile this.

ﬁ TAX PERIOD AUDIT TAX COMPLIANCE BAS/IAS PAYG PAYMENT SUMMARY
o Section A
Fund Information
vomy  SectionB ° (=) |
Income
@  sectionc PROCESSED vaLDATIoN LODGEMENT
comgcr | Expanses
Section D Distribution Details X

Income tax calculation statement

Section E
Losses

- Temmna . Trust Income Schedule @

Ao
Name of distributing trust
2
wewa
E] Section H
accou
)
HvESTM

Perpetual DivIncome Fund

Australian business number (ABN) & Australian company number (ACN)

NTMG  Assets and liabllities

Section | Tax file number (TEN) 99999999
Taxation of financial arrangements
evs

Section J Investor Number

@ Other information
Ly - Non-individual name {company, trust, partnership, fund, SMSF)
Pecloratons BGL Training Fund o
Share of income of trust w o Share of credit for TFN o
seroms || COT Schedule estate amounts withheld from
Residential address for individuals or business address for non individuals payments from closely held
b ILomoSmedula Share of credit for tax . trusts
seres withheld - foreign resident
withholding (excluding P
Capital F
Trust Income Schedule capital gaine) apital gains
Suburb / town / locality State / territory Postcode Country if outside Australia
Attachment Schedule Australian franking credits
~Please select-  ~ From a New Zealand N Gross capital gain F1
franking company
Capital losses applied F2
Primary production A
CGT discount applied F3
The T m ts from an A | Tax Statement that e .
€ laxXx components rrom an Annual lax statemen a CoTsmatbusness ST gy
concessions
h b tered using the Distribution Tax Automati T
ave peen enteread using the vistripution lax Automation NoMcoptagans 5

Non-primary production B 3995

screen, received through a Wrap Feed or manually
entered into the

Excluded from NCMI capital

Cancel Save and Close




NALI: where are we at?

1 July 2018 1 July 2023

EEEssse—————) | EEEEE——

The time before Section 295.550 ITAA 1997 amended (from 1 July New NALE rules:

NALE T there was 2018) to include conceptof non-ar mdé s | e NALE thatodés ge
only NALI. expenditure A NALI. subject to 2x factor rule.
LCR 2021/2: how NALE amendments apply. Applies to SMSFs & SAFs.
PCG 2020/5 applies to Cap on NALI amount

nature a ignored Pre 2018-19 NALE excluded

NALE specific to fund asset A give rise to NALLI.

Passed both house 25 June
2024 and received Royal
Assent 28 June 2024

Small amount of NALE general in nature can taint
all fund ordinary + statutory income



How an SMSF can have NALI

[ Net income from asset! ] [ 2x NALE amount ]

NALI NALE: NALE:
Specific expense General expense

| ncome > Expenditure Expenditure not
length amount relating to related to
specific asset < specific asset <
ar més | ar mos |
amount amount

The total amount of a small complying
superannuati-anmbsnidésgnh
Non-ar més | ength component will be capped at an ent
year not including any assessable contributions or
any deductions against assessable contributions.

1. May include CG on disposal where NALE incurred in connection with acquisition of asset.



NALI and NALE: further developments

AExpl ains the ATO AExplains the interactions ANon-ar més | engt h
about how to calculate the between the non-arm's expenditure ATO ruling.
amount of statutory income length income provisions and AExpect a revision to
that is taxed as NALI where a the rules concerning incorporate the legislated
superannuation fund makes superannuation changes to determining the
a capital gain as a result of contributions. amount of NALI where an
non-ar mos | engt h d AHopefully will settle the SMSF has NALE that

AThe release of the TD aims conflict between whether an generally in nature.
to provide additional improvement to a fund asset
guidance in determining the by a member/trustee, where
amount of NALI. the fund pays | e

/\I length price, including no
price at all, is a contribution

or NALE in connection with
the acquisition of an asset.




NALI interaction with CGT provisions
TD 2024/5: example 1 T NALE to acquire asset

Forja SMSF

CGs in 2022-23:
$500k armds | engt
$1.3mnon-ar més | engt h
(after applying market value
substitution rule)

Other assessable inc: $883,333.33

Available CL:
$200k current year CL

>

Tax payable for 2022-232
Step 1 - is not applicable (nil no-TFN contributions income)

Step 2 - work out the entity's assessable income and deductions taking into account the
special rules in Division 295

The assessable income is $1,950,000. The deductions are nil.
Step 3 - work out the entity's taxable income
Assessable income of $1,950,000 less deductions of nil, equals $1,950,000.
Step 4 - calculate the components of taxable income
The non-arm's length component is $1,066,667, being the lesser of:
A $1,066,667 i deductions = $1,066,667; and
A Taxable income of $1,950,000 less assessable contributions of nil.
$1,066,667 ¢ taxed at 45%
The low tax component is:
$1,950,000 - $1,066,667 = $883,333 ¢ taxed at 15%

A Whilstthe NALI CG is $1.3m,non-ar mé6s | engt h CG canhot
A Capital loss and CGT discount is not a deduction against NALI (for purpose of

calculatingnon-ar més | engt h component of taxabl

e X

€

1. Calculated per section 102.5(1) ITAA 1997; 2. Calculated per section 295.10 ITAA 1997



NALI interaction with CGT provisions
TD 2024/5: example 2 1 capital losses exceed all capital gains

Forja SMSF
Tax payable for 2022-232
Step 1 - is not applicable (nil no-TFN contributions income)
CGs in 2022-23: Step 2 - work out the entity's assessable income and deductions taking into account the
$500k armds Il ength special rules in Division 295
$1.3mnon-ar més | engt h| d The assessable income is $883,333. The deductions are nil.
(after applying market value Step 3 - work out the entity's taxable income
substitution rule) Assessable income of $883,333 less deductions of nil, equals $883,333.
Step 4 - calculate the components of taxable income
Other assessable inc: $883,333.33 The non-arm's length component is $Nil.
A Non-ar mbs | ength capital gain exceeds t|
Available CL: the amount of NALI is nil as the amour
$6m current year CL capital gain.
The low tax component is:
$883,333 - Nil = $883,333 ¢ taxed at 15%.

1. Calculated per section 102.5(1) ITAA 1997; 2. Calculated per section 295.10 ITAA 1997; 3. $4.2m carried forward capital loss



NALI Iinteraction with CGT provisions
TD 2024/5: example 3 1T capital proceeds inflated

Tax payable for 2022-232
Step 1 - is not applicable (nil no-TFN contributions income)
Step 2 - work out the entity's assessable income and deductions taking into account the

Ichiban SMSF

special rules in Division 295
CGs in 2022-23: The assessable income is $3,933,333. The deductions are nil.
$1m armds | engt h|step3-workout the entity's taxable income
$5mnon-ar més |l ength Assessable income of $3,933,333 less deductions of nil, equals $3,933,333 taxable
(armdés |l ength CC income.
Step 4 - calculate the non-arm's length component
No other assessable income. The non-arm's length component is $3,933,333, being the lesser of:
A $3,933,333 i deductions = $3,933,333; and
Available CL: A Taxable income of $3,933,333 less assessable contributions of nil.
$100k current year CL $3,933,333 ¢ taxed at 45%
The low tax component is Nil: $3,933,333 - $3,933,333 = Nil ¢ taxed at 15%
A Whilstthe NALI CGis$5m,non-ar més | ength CG canhot excleec
A Capital loss and CGT discount is not a deduction against NALI (for purpose of calculating

non-ar més | ength component of taxabl e i ncome)

1. Calculated per section 102.5(1) ITAA 1997; 2. Calculated per section 295.10 ITAA 1997; 3. Market value substitution rule does not apply per subsection 116.30(2C) ITAA 1997



When an income stream commences and ceases
Update to TR 2013/5

ARuling was flagged for update for:

Alncorporate the legislative amendments flowing from the 2016 Budget
announcement of the transfer balance cap, which limits the
superannuation interests that a person can have in retirement phase,

AClarify how the general principles in this ruling apply in the context of
successor fund transfers; and

ARemove practical compliance approaches that are no longer current.

ADraft update was published 27 September 2023.
Alncorporate above changes.



Update to TR 2013/5

AThen came the final version of the updated

Original

Alf the requirements are again met in the following year this results in the commencement of a new superannuation
income stream.

Draft update

Alf the requirements are agair met in the following year this results in the commencement of a new superannuation
income stream.

Final version

Alf a superannuation income stream ceases for income tax purposes for the reasons outlined in paragraph 18 of this
Ruling, it cannot recommence meeting the SISR requirements in a future year. This means it will not be a
superannuation income stream for income tax purposes from the time of cessation, even if the member remains entitled
to receive payments from the superannuation fund. For the member to receive a superannuation income stream, any
income stream payable from the superannuation interest must cease (for example, by commutation) and a new
superannuation income stream must commence under the principles in paragraphs 9 to 13 of this Ruling.




Fail to pay minimum pensiont
Approach based on updated TR 2013/5

Relevant pro-rata minimum pension paid

. Discover minimum pension not paid for .
Ceases for income tax purposes. 2023-24 financial year. ;ogz%erlod 1 December 2024 to 30 June
30 June 2024 1 Dec. 2024
No claim for ECPI in respect of failed pension
1 July 2023 15 Nov. 2024 30 June 2025

Ceases to be in retirement phase C give Memberrequests iullicammutaton of
rise to TBA debit = value at this time falled pension (no TBA debit as pension
: not in retirement phase) and

commencement of new pension C TBA
event C TBA credit is value at this time +
calculation of tax components of
commencement value of new pension.

1. Where the pension is an account-based pension



Total superannuation balance (TSB)

ATSB used for eligibility for many concessions and caps:

Non-
concessional
cap

Catch-up Work test Government co-
concessional exemption contribution

Spouse Using Div 296 tax on
(contribution) tax segregated super >$3m
offset method for ECPI (proposed)

AMethod for calculating TSB proposed to change on 30 June 2025



Proposed change to TSB calculation

ANo | onger to be a distinction bet
and oOretirement phase val ueo.

A Retirement phase value referenced TBA transactions but replaced with

wi thdrawal value of pemasdeod spddhsdfietved e
benefit pension TSB value was based on relevant TBA debits and credits.

ATSB will be Athe total amount of the s
become payable 1 f €. the individual vo
| Nt er est t o cease at t hat ti meo.

AReduced by any Ostructured settlement cont |
AExcludes interests in a O0Oforeign superannu:

AApplies from 30 June 20251,

1. Subject to passage of legislation



TSB change of calculation
Current v proposed

ASMSF member has following balances at 30 June:
AAccumulation: $425,564 ¢ accumulation phase (AP)
A Account-based pension: $1,716,910 ¢ retirement phase (RP)

ATransfer balance account (RP):

1/10/2020 Account-based income $1,600,000 $1,600,000

stream commence

ACurrent calculation of TSB:
A$425,564 (AP) + $1,600,000 (RP) ¢ TBA balance
A = $2.025,564

Replace TBA transactions for account-based

pensions with withdrawal value



TSB change of calculation
Current v proposed

ASMSF member has following balances at 30 June:
AAccumulation: $425,564 ¢ accumulation phase (AP)
AAccount-based pension: $1,716,910 ¢ retirement phase (RP)

ATransfer balance account (RP):

1/10/2020 Account-based income $1,600,000 $1,600,000
stream commence
ACurrent calculation of TSB:

A$425,564 (AP) + Retirement phase (RP) $1,716,910 ¢ wdl value
A=$2,142,474



TSB change of calculation
Current v proposed

ASMSF member has following balances at 30 June:
AAccumulation: $425,564 ¢ accumulation phase (AP)
AAccount-based pension: $1,716,910 ¢ retirement phase (RP)

ATransfer balance account (RP):

1/10/2020 Account-based income $1,600,000 $1,600,000
stream commence

AProposed calculation of TSB:

AWithdrawal value of all interests
A=%$2142,474



TSB change of calculation
Current v proposed

ASMSF member has following balances at 30 June:

AAccumulation: $425,564 ¢ AP
ADefined benefit lifetime complying pension: $1,716,9101 ¢ RP

ATransfer balance account (RP):

1/10/2020 Capped defined benefit $1,920,0007 $1,600,000

Income stream commence

ACurrent calculation of TSB:
A$425,564 (AP) + $1,920,000 (RP) ¢ TBA balance
A = $2.345,564

Does not change from year to year

1. Capital backing the pension; 2. Special credit value: $120,000 2017-18 annual entitlement x 16



TSB for defined benefit pension

Yes Does the interest have No
a family law value?

Is the interest covered
by 307-230A.08
(certain innovative
income streams)?

Is an alternative
valuation method
certificate in force?

Yes No Yes No
TSB value is TSB value is the TSB value is the
obtained using the TSB value is the maximum value of the
alternative family law value commutation interest under
valuation method amount section 307-205

From Exposure draft regulations, Schedule 2.



TSB change of calculation
Current v proposed

ASMSF member has following balances at 30 June:

AAccumulation: $425,564 ¢ AP
ADefined benefit lifetime complying pension: $1,716,9101 ¢ RP

ATransfer balance account (RP):

1/10/2020 Capped defined benefit $1,920,0002 $1,600,000

Income stream commence

AProposed calculation of TSB: withdrawal value of all interests
A$425,564 + $xxxxxx ¢ DB interest; family law or actuarial value3

A = Syyyyyyyy
Need to be calculated each year

1. Capital backing the pension; 2. Special credit value: $120,000 2017-18 annual entitlement x 16; 3. Provided 90% to 110% of the family law value.



Family Law value: Schedule 4 Family Law
(Superannuation) Regulations 2001 1 life pension

(1) The method is:

Schedule 5 for fixed term

B (Rat (r <Ry pensions

y+m

where:

"B" iz the amount of the annual pension benefit payable in respect of the superannuation
interest at the relevant date.

Calculated each 30 June

"P"y+m is the pension valuation factor calculated in accordance with subclause (2).

"r" is the proportion of the pension that is payable to any surviving spouse of the member
spouse on the death of the member spouse, as provided by the trustee under section 90XZB or

90YZR of the Act. (2) For subclause (1), the pension valuation factor (Py+m ) at the relevant date is:

®, > (12 - m)) + (P, x m)

"R" yemfis the reversion valuation factor calculated in accordance with subclause (3).

e s e 12

Other transactions os| |[ || 'ﬂr"_ ’ﬂr ]E]
. riward roliovers and transfers where:
Accumudation phasa account balance P $| " " | | " " | " || |
515 |_||_||_| .I_"_"_ ,|_||_:||::| R S "P",is the pension valuation factor mentioned in the relevant clause of this Schedule that
f‘:.l\.ll;in:ﬁ%-llta :::Ehase sccount balance as UUU .UUL ,U:LUL J applies to the pension and the member spouse's age in completed years at the relevant date.
ses( [ 10T -] e e "m” is the number of completed months of the member spouse's age that are not included in
:E,l,EmEm'phaSE [ R1S| [ [LI ] ,|_|L:||:j the completed years at the relevant date.
- CDBIS noomea stream payments . . . . . .
sas[ 1T ]E] r2s( [ 111101 K | "P"y1is the pension valuation factor mentioned in the relevant clause of this Schedule that
! ! ! ! applies to the pension and the member spouse's age at the completion of the next year after the
[ |mscane cLosing accountBaLance s $| | | ] _ﬂrr ’rrjrj year mentioned in the definition of the factor Py
51 plus 32 phus BY)




TSB calculation: increase due to LRBA

AAn individual 6s TSB will be inci
portion of the outstanding balance of an LRBA loan where:

ANew LRBA entered into on or after 1 July 2018%; AND
A Lender to the LRBA is an associate; or

A Member has met a condition of release with nil cashing restrictions

Qutstanding limited recourse Y $
borrowing arrangement amount ; ;

Increase to TSB due to LRBA not applicable Attributable member amount (if required to

for (proposed) Div 296 purposes. be reported)

1. Refinancing pre 1 July 2018 LRBA not included unless refinance amount great than outstanding balance of original LRBA or acquire different assets



Fund and member adviser fees + GST

13 December 2023 7 ATO iIssued:

TD 2023/D4: deductions for financial advice fees Guidance: Eligibility of super funds and investor-
paid by individuals who are not carrying on a directed portfolio services investment platforms
business (replaces TD 95/60) to claim reduced input tax credits on adviser fees

What effect do these two documents have on an SMSF and adviser fees?

What adviser fees can be paid by an SMSF? Can GST embedded in adviser fees be claimed?




TD 2023/D4: Financial advice fees paid by
Individuals not carrying on a business

A Individual may be entitled to a deduction for fees paid to a financial adviser if they satisfy
s.8.1ors. 255 ITAA 1997

A May be necessary to apportion deduction where:
A not incurred in gaining or producing assessable income

A capital or capital in nature or
A private or domestic in nature

A Where expense is deductible under both s. 8.1 and s. 25.2 fees will be deducible only
under most appropriate provision d most likely 25.5

A A taxpayer will also need evidence such as an itemised invoice (including for example, a
fee disclosure statement or an advice fee consent form) from a financial adviser

A Several examples provided.

Example 4: superannuation, welfare benefits

advice and estate planning




Claiming RITC on member adviser fees

Individual engages and adviser to provide them with personal financial
advice, which relates to the individuald

Individual completes a request that authorises the super fund to pay the
adviser fees to the adviser.

If the super fund does not pay the fees the individual remains liable to pay
the adviser.

The adviser is not involved in executing any of the underlying transactions.

The adviser may be required to be registered with the super fund and
agree to certain terms and conditions, including self-assessment about the
subject matter of the advice, in order to receive payment from the fund.




Payment of member advice fees

ATreasury Laws Amendment (Delivering Better Financial
Outcomes and Other Measures) Bill 20241

ATranche 17 Quality of Advice Review reforms

AProvide a | egal basi s for payment of adyv
account C amendment to sectn 99FA SIS Act.

A Amendment to ITAA 1997 to provide legal certainty that payments of certain
per sonal advice fees by a superannuati on
the fund are deductible from the “amdper an
are not a superannuation benefit for the relevant members. ¢ new item 5 in table
In sectn 295.490(1) ITAA 1997 (Other deductions).

1. Royal Assent 9 July 20247 Act No.67 of 2024;2t o t he extent they are not incurred i n ¢aassessabde nonrexgmptondamei ng t he f un



Payment of member advice fees

SUPERANNUATION INDUSTRY
(SUPERVISION) ACT 1993 - SECT 99A

PART 11A1T GENERAL FEES RULES

99A Application Application
99B No entry fees The rules set out in this Part do not apply

O9BA NoO exit fees to self managed superannuation funds.

99C Buy - sell spreads and switching fees to be charged on a

cost recovery basis

99D Cost of advice to employers not to be borne by members

99E Fair and reasonable attribution of costs between classes

of beneficial interest in a regulated superannuation fund Payment of member advice fees by SMSF
99F Cost of financial product advice--collectively charged fees & [ R

99FA Cost of financial product advice--fees charged to i 67 G5, S6lE [ 508 (B
member concerned Sectn 65 SISA: financial assistance to
99G Fee cap on low balances members

SISR Benefit Stds (Pt 6): lllegal early
access to preserved benefits




SMSFs and advice fees

SIS

AAdviser fee must relate to
the fund.

AAdvice in relation to fund
investments.

Tax

AS. 8-1 TA97 + TR 93/17.

AOngoing management
fees or retainers paid to
iInvestment advisers.

ACost of advice to change
the mix of investments,
whether by the original or
a new investment adviser.
This is provided it does
not amount to a new
financial plan.

GST

ATable in reg 70.5.02 GST
regs C acquisitions that
relate to making financial
supplies C RITC.

ABrokerage fees of share
trades (item 9 of table)c
RITC.

Alnvestment portfolio
management functions
(item 23 of table) C
GSTR 2004/1 ¢ RITC.



Change to I ndependen

We have made an important change to the SMSF independent auditor's report.

The reference to Auditing Standard ASQC 1 has been removed from Part B of the report and
replaced with reference to Auditing Standard ASQM 1. None of the sections or regulations at
Appendix 1 of the report requiring compliance assurance have been changed.
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TIME FOR A MORNING
TE

The next session will begin 11.05 am

42
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TIME TO GET NALI

2023-24 is the first year that the new rules for applyingnon-a r mo s
length expenditure of a general nature applies



Remember: how an SMSF can have NALI

[ Net income from asset! ]

NALI NALE:
Specific expense
|l ncome >

Expenditure
length amount

relating to
specific asset <
ar méos |

amount

Non-ar més | ength component

1. May include CG on disposal where NALE incurred in connection with acquisition of asset.

2X NALE amount ]

NALE:
General expense

Expenditure not
related to
specific asset <
ar més |

amount

The total amount of a small complying
superannuati-anmbsnidésgnh
will be capped at an ent
year not including any assessable contributions or
any deductions against assessable contributions.



Is having NALE that bad?

Case study:

Malia is one of four members of a small superannuation fund. Malia is an accountant and provides
general accounting services to the small superannuation fund worth $10,000 which the small
superannuation fund acquires for $5,000.

The total income of the small superannuation fund in 2023-24 is $23,000 in rent from a rental

property which iIs rented to Maliabds accountin
length, it might have been expected to receive $15,000 in rent based on known rents for
comparable tenanted commercial properties.

Mai ntenance was carried out on the commerci al
eligible deductions.

Assessable contributions totaling $20,000 were received in that income year.




Wor ki ng out t he

General NALE NALI Taxable income
O\ccounting fees¢ $5k char ge, CRental income fromnon-ar mos | e n (Assessable conts: $20,000
length price is $10k. arrangement C $23,000 CRrental property income: $23,000
& x factor approach for determining (Deductions in relation to NALI C CRrental property dedns: $10,000
amount of NALI $10,000 CAccounting fees: $5,000
( x ($10k i $5K) = $10,000 Craxable income: $28,000

CGNALI: $23k i $10k + $10k = $23k
CNALC cap = $28k - $20k = $8,000
CNALC: $8,000 ¢ 45%

CGLTC: $20,000 ¢ 15%

Cannot claim NALI as ECPI

NALE=non-ar méds | ength expeadimbsr Eend)AbCcampoment of taxable i ncome



SMSF paying armos | engt

With NALE ($5K) No NALE (pay extra $5k)

ATaxable income = $28,000 ATaxable income = $23,000
ANALC: $8,000 x 45% ANALC: $3,000 x 45%
= $3,600 = $1,350
ALTC: $20,000 x 15% ALTC: $20,000 x 15%
= $3,000 = $3,000
ATotal tax = $6,600 ATotal tax = $4,350

$2,250 less tax, but additional $5,000 cost = net loss of $2,750




Types of NALE

In connection with asset acgn

Of a recurrent nature

AFund acquires all or part of
an asset at less than market
value under scheme where
parties not dealing with each
ot her at ar mos

AConsequence C all income
derived from the asset will be
NALE, including any capital
gains from disposal.

AFund incurs NALE, but not in
connection with the
acquisition of the asset.

ANexus is to fund income of
that particular year ¢ the
year the fund has NALE.

AWhere future income year
has no NALE C no NALLI.




Recurrent NALE not In connection with asset acgn
Example 11 from LCR 2021/2

Sharon is a director of the corporate trustee of an SMSF of which she is the sole member. She is

a licensed real estate agent and is the director of Ringo Real Estate Pty Ltd which conducts a real

estate business, including property management services for rental properties. The SMSF holds a
residential property which it leases for a commercial rate of rent.

Sharon provides property management services to the SMSF as a licenced real estate agent. She

utilises the equipment and assets of Ringo Real Estate Pty Ltd (including the business' website) in

performing these services. Her actions are covered by the applicable insurance policies in respect

of Ringo Real Estate Pty Ltd. Accordingly, Sharon provides property management services in her
individual capacity to the SMSF with respect to the residential property.

Ringo Real Estate Pty Ltd does not have a discount policy referred to in paragraph 51 of this
Ruling. She charges the SMSF 50% of the price for her services that Ringo Real Estate Pty Ltd
would otherwise charge a party.




Recurrent NALE not In connection with asset acgn
Example 11 from LCR 2021/2

There is sufficient nexus between the non-arm's length expenditure and the rental income derived
from the residential property. The rental income will therefore be NALI for each income year the
non-arm's length dealing remains in place.

However, due to the nature of the non-arm's length expenditure, there will not be a sufficient
nexus between the non-arm's length expenditure and any future capital gain made by the SMSF
on the disposal of the residential property.




NALE In connection with the acquisition of an asset

Taints the asset forever!

Fund acquires asset for
less than market value?

Fund acquires asset at
market value, but
Improvements made
later made on non-a r

length basis

Fund acquires asset at

market value but via a
non-ar mos |

borrowing arrangement

Fund incurs NALE In
acquiring a fixed
entitlement in a unit trust
c directly or via LRBA |
not on ar mjf

terms




NALE In connection with asset acgn
Example: improvements

Trang is the trustee of her SMSF of which she is the sole member. She is also a plumber by trade and runs
her own business as a sole trader in which she also employs an apprentice, Novee.

Trang's SMSF has two investment properties which are leased for a commercial rate of rent.

After finishing work for the day, Trang stops by one of the SMSF's investment properties to connect
a stand-alone water filter provided (and to be taken away at lease end) by the tenant. She uses
some of her tools of trade to complete the installation.

Trang performs this activity as trustee of her SMSF and does not charge the SMSF for this work.

Trang's use of the tools of her trade in respect of this property is minor, infrequent or irregular in

nature and will not, of itself, indicate that she is undertaking these services in any other capacity
other than as trustee for her SMSF. Accordingly, the non-arm's length expenditure provisions will not

apply.




NALE In connection with asset acgn
Example: improvements

Trang is the trustee of her SMSF of which she is the sole member. She is also a plumber by trade and runs
her own business as a sole trader in which she also employs an apprentice, Novee.

Trang's SMSF has two investment properties which are leased for a commercial rate of rent.

In respect of the second SMSF rental property, Trang undertakes a complete renovation of the bathroom and kitchen. She schedules
time in her work calendar to undertake the work and uses the tools of her trade to undertake all plumbing work on the renovations. She
also engages Novee in all works.

Trang does not charge the SMSF for the work undertaken in respect of the second SMSF rental property.

In this instance, Trang's use of the tools of her trade will not be considered minor, infrequent or irregular in nature. Considering all her
activities, she will be considered to be undertaking these services in her individual capacity, rather than as trustee for her SMSF.

There is sufficient nexus between the non-arm's length expenditure and the rental income derived from the second SMSF rental
property. The rental income will therefore be NALI. The non-arm's length expenditure will also result in any capital gain that might arise
from the subsequent disposal of the second SMSF rental property being NALI.




NALE In connection with asset acquisition
Interaction with contribution ruling (TR 2010/1DC)

Member improves SMSF asset
Value of improvement
recognised by SMSF as the asset is a contribution
contribution

SMSE does not have NALE Value of the improvement to

Member improves SM_SF asset SMSE has NALE A all future Value of _the |mprovem_ent Is
Value of improvement is not not considered a contribution

recognised by SMSF as ?;?:ggt?g?\liatumry MNEOME A no contribution cap
contribution consequences

Is this a solution?

1. Based on compliance approach as outlined in paragraphs 276B & 276C, Appendix 2, TR 2010/1DC




Example - NALE In connection with asset

Archie SMSF owns an investment property
In Penrith. Archie is the only member and director of the
corporate trustee Archie SMSF. Archie Is also an electrical
contractor and meets all s17B requirements for
remuneration. Archie has completed $10,000
electrical services to the property.

What is the best position for the Archie SMSF? Treat
$10,000 as contribution or allow NALI/NALE to apply?




$10K i NCC Contribution

NALE/NALI apply

o o T T

Income of SMSF continues to be
taxed concessionally

Archie's NCC cap is nil therefore
$10k results in excess NCC

Archie elects to release the
excess + associated earnings

Associated earnings - taxed at
his marginal rate with 15% tax
offset.

ANet rental income from the
property each year taxed at
highest marginal tax rate

ACGT on sale of property taxed at
highest marginal rate

ANo impact on Archie's individual
tax position as 10Kk is not treated
as an NCC




NALE for SMSFs
ADetermining if an SMSF has NALE C NALI

Have services been provided or YES
activity performed by an individual
trustee; director of the corporate
trustee; or the corporate trustee itself?

Determine if the service or

activity 1s

ar m" c |l on ot h
LNotatrustee duty.
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Related party providing services to an SMSF
Determlnlng If fund has NALE

Trustee/director provides service or performs activity for SMSF: ‘

A Service provided or activity performed in capacity as trustzerot NALEC no SIS 109 issue.

A Service provided or activity performed in individual capacity and expenditure is less than
commercialC NALEC no SIS 109 issue.

A Service provided or activity performed in individual capacity and expenditure is more than
commercialC no NALEC SIS 109 issue.

Another party provides service or performs activity:

A Terms & price are in accordance with commercial practicesot NALEC no SIS 109 issue.

A Terms & price are less than commercial practiCesNALEC no SIS 109 issue.
A Terms & price are more than commercial practi€esno NALEC SIS 109 issue.



Example I NALE General Expenses

Sonya Is a member Super SMSF, She is a chartered accountant and works
as a manager at a local accounting firm. She prepares the financials and
Income tax return of the fund each year. Sonya is a registered tax agent,

but does not provide the services to the public, the return is lodged through

her firm's tax agent license. The firm she works for charges $2,000 for
preparation of financials for an SMSF and $500 to prepare an SMSF tax
return.

Will Super SMSF have a NALE issue?




Example T NALE General Expenses

A No Issue for SMSF

A Sonya is acting in her capacity as trustee of the
Super SMSF

A Super SMSF cannot remunerate Sonya for her
work as she does not meet s17B, SISA
requirements




Section 17B, SISA Requirements

Duty Is not Appropriately Duty
performed In gualified & performed In
their capacity holds licenses ordinary

as trustee to perform course of

duties business




Example T NALE

Pond SMSF has engaged one of it's members, lan Pond to prepare legal
documentation. The legal documents prepared, relate to purchase of an
Investment property. lan Pond is a solicitor and works at Pond
Solicitors, the work is completed in his individual capacity.

Pond Solicitors issues an invoice for $1,000. The SMSF received a 50%

discount for legal expenses incurred, this discount is only offered to
senior staff of Pond Solicitors.

Will Pond SMSF have a NALE issue?




Example - NALE

A NALE is likely to apply as SMSF has
paid less than market value for legal fees

A As this is a specific expense, NALE will
apply to net rental income of the property
each year and any capital gain on sale




Example - NALE Specific Expense

Peter is a member of Pete SMSF. Peter Is a licensed real estate agent and
provides property management services to three properties held by the
SMSF. He uses his business T REAL Estate Pty Ltd, to lease out the
properties to eligible tenants, however, the day-to-day management of the
properties is directly through him and not through the real estate agency.
REAL Estate Pty Ltd issues the Pete SMSF an invoice for $500 for new
tenant and lease agreement, in relation to services provided to the SMSF
for one of the rental properties, the business would usually charge $800 for
these services. All directors within the company receive the same discount
on services.

Will Pete SMSF have a NALE issue?




Example - NALE Specific Expense

A Some of the work completed by Peter is likely
to be In his capacity as a trustee - eg day-to-
day management not through real estate.

A Finding new tenants and implementing the
lease - Iin his individual capacity and a fee was
charged but not arm's length.

A Whilst there is a discount available to directors,
It Is does not appear to be available to all staff
there is a risk that NALE will apply to this
component of the services provided to
the SMSF.




Example - NALE

Caddy SMSF has two members Nick and Mary. Nick is an architect and
has been heavily involved in a property development with Big City
Pty Ltd property developers. They have just finished a project of 150
apartments in Lane Cove. Big City Pty Ltd are so happy with Nick and
his work on the project, that they have offered him a discount to

purchase one of the properties in the development. Caddy SMSF will
acquire a two-bed apartment in the Lane Cove development for
$900,000. The market value of the property is $1,100,000.

Will Caddy SMSF have a NALE issue?




Example NALE

A Even though the parties are not
related SMSF received a discount that was
not issued to all staff

A SMSF acquired the property below market
value, NALE will apply to net rental
Income and any capital gain on sale of the
Lane Cove Apartment




What Is arm's length?

Generally when
dealing with Commercial terms
related parties

Documentation Is
key

Demonstrate arm's

Market Values length fee charged




What action should an SMSF take to ensure U
related party expenses are on arm's length
terms?

Determine arm's
length fee for labor
component of work

Confirm capacity work Confirm S17B, SISA
Is completed allows remuneration

Ensure
Documentation
substantiates arms
length rate

Issue Invoice to SMSF




How can accountants pick up NALE?

AWould be difficult if no fee charged

ABut could be clues:

o For example T SMSF has paid for paint but has not been issued with
an invoice for painting its investment property.

0 Asset increased significantly in value.

o0 New documentation prepared by legal advisor with no fee charged.
o No fee for SMSF financials and tax return.

o Compare expenses to last year for discrepancies.



NALI and the audit

Part A Audit Report Part B Audit Report

AFinancial statements present ACompIiaan (in all material
fairly in all material respects, respects) with certain sections
in accordance with the of SIS Act and regulations of
accounting policies described SIS Regs
0 the notes. ASectn 62: sole purpose

ASectn 109: investments to be
made and maintained on an
armos | ength basi s

ANot treating fund income as
NALI C potential material
mi sstatement of t
expense + provision for tax.
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MAXIMISING ECP]

From t he ATOO®2SMBmstatstics 3529 df all SMSFs were wholly
in retirement phase and a further 9.4% were in partial accumulation and retirement phase.



Exempt Current Pension Income (ECPI)

Segregated Method

Proportionate Method
(section 295.390 ITAA 1997)

AMust obtain actuarial certificate prior to ANo actuarial certificate required.
lodgement of return. AAssets solely supporting retirement
AApplies to period where fund does not phase liabilities ¢ segregated current

(section 295.385 ITAA 1997)

pension assets.
ACannot segregated part of an asset?.

Al ncludes periods of 6de
segregat

have segregated assets.

AECPI = assessable income x exempt
porton¢c per actuaryos cer

~

o

- Il on
ANALI and assessable contributions ASubject to 6disregarded
cannot be claimed as ECPI. assetso rul e
AExpenseS deductible to extent incurred ACGT events in respect to Segregated
In earning assessable income ¢ current pension assets disregarded.

different methods.



Deemed Segregation

AThe fund is solely in retirement phase over a particular period of
time
A ATO position clarified with 1 July 2017 superannuation reforms

APre 1 July 2017 no resources used to enforce
ARequirement from 1 July 2017

ACan have 1 or multiple periods of deemed segregation
AUp until 30 June 2021 was not a choice, question of fact
AMust use segregated method in periods of deemed segregation

AChange from 1 July 2021 to allow choice in certain
circumstances



Phone: 1800 203 123

Choice of ECPI calculation method

& This fund has periods where all member interests are in retirement phase. The trustee(s) have the option to simplify the ECPI calculation by using the
proportionate method for the whole year.

Have the trustee(s) made the choice to apply the proportionate method to @No OYes ECPI ChO|Ce
claim ECPI for the entire income year?

Illustration of fund liabilities for 2024

Proportion of fund liabilties

Periods of deemed
segregation

Jul-23 Aug-23 Sep-23 Oct-23 Mov-23 Dec-23 Jan-24 Feb-24 Iar-24 Apr-24 May-24 Jun-24

Refirement phaze Mon-retirement phaze: B Segregated pensicn

& The chart above illustrates the periods of the year the Fund had segregated pension assets, and the periods of the year where the Fund also had a non
retirement phase account and so was not segregated. This chart is based on the information provided on the Accurium application form.

We may require some additional information in order to correctly calculate the Fund's exempt income proportion if the Fund has segregated pension
assets, and this will be requested in the 'Segregation' section below.

Learn more about this chart




Disregarded Small Fund Assets

AAnnual assessment each 30 June T Section 295.387 ITAA 1997
AAlso applies in first year of SMSF

ASMSF will have disregarded small fund assets for a financial
year If all of the following apply:

A At prior 30 June a member was in retirement phase and had over
$1.6m TSB

AThe SMSF has a member in retirement phase at any time in the year
ASMSF not solely in retirement phase for the whole year?!

Alf have disregarded small fund assets must claim ECPI using
proportionate method and obtain an actuarial certificate

1. Provided retirement phase pensions do not include defined benefit pension. Applicable for 2022 income year onward.



DOES YOUR
-UND HAVE
DISREGARDED
SMALL FUND
ASSETS?

A fund may have disregarded small fund assets
f a member has a total superannuation balance
af aver $1.6 million. Use this follow your path
flowchart to s2e if your fund is affected for the
2021-22 and following income years. Whether
a fund has disregarded small fund assets or not
affects how it can claim exempt current pension
neome (ECPI).

Phone: 1800 203 123

’ } ABLLCURIDM acilacouriumoom.ay

WAL ADCUNUIMLC O 2

Is the fund an Sk{5F or
srmall APRA fund?

ad LI =

Does not have disregarded small
fund assets

The disregarded small fund assets legislation
cnly appdes to SMAFs and small AFRA funds.
It is only relevant for funds that have
retiremnent phase interests during the
MCOATIE WEGT.

Does not have disregarded small
fund assets

The fund can use the segregated method 1o
claim ECH:

* for income eamed an days where the fund was
solely in retirement phase jie. no accumulstion or
reserae aioounts)

* for income earned an assets that trustees. have
elected 10 segregate ba sohely suppart retinerment
phe in % Be=f prachoe is ba ensure dedsions o
segregel E

year and ane v

Has disregarded small fund assets
The fund cannct segregate assets for tax
punposas. The trustees will need to obtan an
actuarial certificate and use the proportionate
methiod to claim ECFI.

Subgect to the fund’ trust deed, trustass may st
e able to adopt different ireestment strategies
for different members for the purposes of
allocating earnings.




When iIs there a choice of method to claim
ECPI?

N 4

The ECPI claim will be for The SMSF does not have There is a period in the None of the retirement
the 2021-22 or a later DSFA year where SMSF assets phase pensions in the
income year If have DSFA Mmust use are solely supporting SMSF are defined benefit

retirement phase pensions
pensions, but not for the
whole income year

Mhédeemed seqgr ¢

proportionate method for
entire year

= can choose to treat all fund assets as not being segregated current pension assets for the year




ECPI choice options

Do nothing = Make no choice Do something = Make a choice

Apply pre-2017-18 industry approach
to claiming ECPI:
Z SMSF trustee(s) makes choice to
not treat all assets held during
period (s) of o0deemed =
as segregated current pension
assets
Z Use proportionate method for

Apply ATO post 2016-17 approach to
claiming ECPI:
Z Use segregated method to claim
ECPI for periods of 6
segregationo
Z Use proportionate method for
period(s) of mixed interests
Z Need actuarial certificate to claim entire income year

ECI.DI [T [PTEpOTTITELE e Z Need actuarial certificate to claim
periods ECPI



s the SMSF consist
wiholly of retirernent phase

DOES AN SMSF HAVE v iy S
A CHOICE OF HOW TO "
C%LCU LATE AND
L__ AN I_ULI v pT

%'P-.L NT PEN '*-JIDI‘\J

NCOME (ECPI)??

| | f

R " Does thie SMAF have penod|(s)
{not the whole yaar) whare it
conssts whiolly of retirement

pihase pensions (known
- = as penad(sh of
o [= — e 3 t rg WL . r i
-:3-.1 = ;E.;y]t;r: a choece ot rum jila] _de "n ECPI ‘deamed seqregation’),
fram the 2 income year. Use this fallaw other than DEF?

your path flowchart to deterrmine the options for
an SMSF caleulating and claiming ECPI far the
2021-22 and following income years.

NO CHOICE MADE

Fhone: 1800203 123
‘- , ACCURIUM aScblraciu fum :-:||'.:..1|.

AR A CIUNUITLLDITLAU

CHOICE MADE

MLst use proportionate method for
antire incorme year




Do | need an actuarial certificate?
Solely retirement phase for entire financial year

Warner SMSF

A 2 members: Graham (68) and Isabelle (70)
A 1 July 2023 member balances
A Graham: ABP $1,762,000
A Elizabeth: ABP $1,474,000
A No accumulation interests at any point during the year

A Both members have made enough pension payments to meet the
minimum pension standards

Is an actuarial certificate required? No




Disregarded Small Fund Assets
Section 295.387 ITAA 1997

(1) The assets of a complying superannuation fund are disregarded small fund assets at all times in an income year if the fund is
covered by subsection (2) for the income year.

(2) A complying superannuation fund is covered by this subsection for an income year if:
(a) the fund is a small superannuation fund at a time during the income year; and

(b) at atime during the income year, there is at least one superannuation interest in the fund that is in the retirement
phase; and

(c) just before the start of the income year:
() aperson has a total superannuation balance that exceeds $1.6 million; and

(i) the person is the retirement phase recipient of a superannuation income stream (whether or not the
fund is the superannuation income stream provider for the superannuation income stream); and

(d) at atime during the income year, the person has a superannuation interest in the fund (whether or not the
superannuation interest is the superannuation interest mentioned in paragraph (b)).



Do | need an actuarial certificate?
Contribution converted to pension same date it is made

Warner SMSF

A 2 members: Graham (68) and Isabelle (70)
A 1 July 2023 member balances

A Graham: ABP $1,762,000

A Isabelle: ABP $1,474,000

A Isabelle made a non-concessional contribution of $100,000 on 23 August
2023

A Isabelle commenced a new pension with the entire non-concessional
contribution on 23 August 2023

A Both members have made enough pension payments to meet the
minimum pension requirements




Do | need an actuarial certificate?
Solely accumulation to solely retirement phase pension

1 July 2023 member balances:
Graham: Accumulation $1,762,000 Both members have made enough pension payments to meet the
Isabelle: Accumulation $1,474,000 minimum pension requirements

1 November 2023
Solely in accumulation phase | Solely in retirement phase >
1 July 2023 30 June 2024

Graham and Isabelle commence pensions with their entire
accumulation balances

Graham: $1,803,335
Isabelle: $1,510,248



Do | need an actuarial certificate?
Solely accumulation to solely pension

Option 1: Segregated Method Option 2: Proportionate Method

A Default approach to claiming ECPI, A Trustee makes specific choice to
no choice made. claim using proportionate method.
A 1 July 2023 to 31 October 2023: A No segregated exempt income

during the year.

A ECPI = full year assessable
Income x exempt portion.

A All income entirely taxable.
A 1 November 2023 to 30 June 2024:

AAll Income entirely tax-exempt. A Actuarial certificate required to
A Capital gains and losses claim ECPI.
disregarded.

A No actuarial certificate required.

"Best" option will depend on specific fund situation




Do | need an actuarial certificate?
Combination of solely retirement phase and mixed

1 July 2023 member balances:

Graham: ABP $862,000 Isabelle commences a new ABP for their entire
Isabelle: ABP $774.000 accumulation balance of $347,560
1 Nov. 2023 30 June 2024
| Solely in retirement phase > | Solely in retirement phase
1 July 2023 1 Mar. 2024

Isabelle makes non-concessional contribution of Both members hav?] made enough pension
$330 000 payments to meet the minimum pension

requirements



Option 1: Segregated and proportionate method

A ECPI choice not made.

A Default method used.

A Periods solely in retirement
phase deemed to be
segregated.

A Period with accumulation and
retirement phase pension,
ECPI claimed using
proportionate method.

ECPI = $49,087 + ($31,783 x 82.831%) +

$43,121
ECPI = $118,534

Choice of ECPI calculation method ?

& This fund has periods where all member interests are in retirement phase. The trustee(s) have the option to simplify the ECPI calculation by using the
proportionate method for the whole year.

Have the trustee(s) made the choice to apply the proportionate method to ®No OYes
claim ECPI for the entire income year?

Illustration of fund liabilities for 2024

100 %

&0 %

$ Segregated Proportionate Segregated

S Tax exempt income
E proportion =

; o] Income $49,087 Income $31,783 Income $43,121 82.831%

Jul-23 Aug-23 Sep-23 Oct-23 MNov-23 Dec-23 Jan-24 Feb-24 Iar-24 Apr-24 May-24 Jun-24

B Refirement phase Mon-retirement phase B Segregated pensicn



Option 2: Segregated method

Choice of ECPI calculation method .

ECPI choice not made.

Default method used.

Have the trustee(s) made the choice to apply the proportionate method to @No OYes PeriOdS SOIer in retirement
LSRG S T phase deemed to be

Illustration of fund liabilities for 2024 segregated.

A Choosing not to claim ECPI for
period with accumulation and

& This fund has periods where all member interests are in retirement phase. The trustee(s) have the option to simplify the ECPI calculation by using the
proportionate method for the whole year.

To T I

100 %

o retirement phase pension.
A No actuarial certificate needed.
-;g 0%

20%

1

0%

Jul-23 Aug-23 Sep-23 Oct-23 MNov-23 Dec-23 Jan-24 Feb-24 Mar-24 Apr-24 MMay-24 Jun-24

B Refirement phase Mon-retirement phase B Segregated pension



Option 3: Proportionate method

Choice of ECPI calculation method ?

EC P I ChOI Ce m ade & This fund has periods where all member interests are in retirement phase. The trustee(s) have the option to simplify the ECPI calculation by using the
* proportionate method for the whole year.

Only proportionate method can

A
A
be used. SRE s A GRS
A Actuarial certificate will be ‘ —
. Illustration of fund liabilities for 2024
required.
A Exempt income proportion will
apply to all income.
g Proportionate
e Tax exemptincome
5 proportion =
[ o Income $123,991 93.976%
ECPI = $123,991 x 93.976% .
ECPI = $116,522

Jul-23 Aug-23 Sep-23 Ocl-23 Mow-23 Dec-23 Jan-24 Feb-24 Mar-24 Apr-24 May-24 Jun-24

B Refirement phaze B Mon-retirement phase B Segregated pension



Do | need an actuarial certificate?
Option Comparison

_ Optlon 1(S&P) Optlon 2 (S) Optlon 3 (P)

ECPI choice made
Actuarial Certificate
Segregated ECPI
Proportionate ECPI
Total ECPI

Taxable income

Yes
$92,208
$26,294
$118,502
$5,489

No
$92,208
$0
$92,208
$31,783

Yes

$0
$116,522
$116,522
$7,469




Did the fund have any No actuarial certificate required

retirement phase interests The fund's income will be 100% taxable and
{pensions) during the the fund cannot claim exempt current pension
income year? income {ECPI).

S AN
ACTUARIAL
CERTIFICATE

All of the assests supporting retirement phase

7 y interests are segregated. Income earned on these
' Did the fund disregarded sma 5 i assets is ECPI using the segregated method.
P - .

Follow your path to find out if your fund needs
an actuarial certificate for the 2021-22 and
following income years.

during the income year
fin retirement phas

Phone: 1800 203 123

. ) ACCURIUM actBaccurilm. corm_au

WAL ACCUNUM. COMm.au

ch ECFI
in retirement

e value of t
equal to the total balan
interests during t

retirement phas




Conseqguences of a member death

A 2 members: Roger (77) and Emma (73)
A 1 July 2023 member balances
A Roger: ABP $1,277,780
A Emma: ABP $601,004
Accumulation $520,109
A Roger passed away 29 January 2024

Century SMSF

A Exemption to date of
death

A Exemption after death
A Reversionary
A Death benefit pension




Conseqguences of a member death
Exemption to date of death

Fund member details

A Show the member passing away

. Member 1 Member 2
A Non-reversionary
A Pension ceases on death First name®? Roger Emm
A Tax exempt from 1 July to Last name Century Century
A date Of death Date of birth @ 12/02/1947 23/05/1951
No pension payments
nee%ed pay Joined in year® ® No O Yes ® No O Yes
A Reversionary pension continues (" Exited inyear? ONo ®Yes  )®No Oves
;O br(]eneflc:lary i will be covered Merber exit date Jo/01 /202
urther
Member exit reason Member passed . ~




Conseqguences of a member death
Exemption after death (non-reversionary)

AExemption on pension interest continues from death until paid
out

Alnterest must be paid out "as soon as practicable", lump sum or
death benefit pension

AWhen ordering actuarial certificate
AEven though pension ceases on death, don't commute, show it
continuing
ADeath prior year, interest not paid out to current year:

A Can't show DoD from prior year
A Comment confirming DoD
A Show on date interest paid out



Conseqguences of a member death
Commencing a death benefit pension

1 July 2023 member balances:

Roger: ABP $1,277,780 Emma commences a death benefit )
Emma: ABP $601,004 - Accumulation pension with Roger's total interest TBAR submitted
$520,109 Commencement value $1,320,889 Credit value of $1,320,889
29 Jan. 2024 30 June 2024
1 July 2023 29 Apr. 2024 28 July 2024
Roger passes away No pension payments made by Roger
ABP is not reversionary Emma meets minimum on both pension

ABP balance $1,291,195 interests



Conseqguences of a member death
Commencing a death benefit pension

ACommencement value of $1,320,889, not $1,291,195
AEssentially same as regular ABP commencement

APro-rata minimum in first year, TBAR based on pension start
date, credit applies to transfer balance cap on commencement

Alnterest retains "death benefit" status, must continue as pension
or be paid out

Alf rolled to another fund must commence as a new pension, still
a "death benefit"

AOn actuarial certificate application show death benefit pension
as Internal transfer, no need for separate transfer of balance



Conseqguences of a member death
Reversionary pension

1 July 2023 member balances: TBAR submitted
Roger: ABP $1,277,780 Credit value of $1,291,195
Emma: ABP $601,004 - Accumulation $520,109 Deferred for 12 months
29 Jan. 2024 30 June 2024
1 July 2023 28 Apr. 2024
Roger passes away No pension payments made by Roger
ABP reversionary to Emma Emma meets minimum on both pension interests

ABP balance $1,291,195



Conseqguences of a member death
Reversionary pension

AReversionary value of $1,291,195, as at date of death

ATBAR based on date of death, as reversionary, Credit is deferred for
12 months

AMinimum pension requirement doesn't change, paid by Roger,
Emma or a mix of both

Alnterest retains "death benefit" status, must continue as pension or
e paid out

Alf rolled to another fund must commence as a new pension, still a
"death benefit"

A_On actuarial certificate application show reversionary pension as
Internal transfer, no need for separate transfer of balance




Failure to meet minimum pension requirements

Century SMSF

Roger (77) Emma (73)

1 July 2023 - ABP: $1,277,780 1 July 2023 - Accumulation: $520,109
ABP: $601,004

Minimum pension requirements: Minimum pension requirement:
$76,670 $30,050
$20,000 pension payment made on $31,200 total pension payments made
3 May 2024 monthly over the year
30 June 2024 - ABP: $1,343,822 30 June 2024 - Accumulation: $558,711

ABP: $610,923




Failure to meet minimum pension requirements
Options to rectify

A Can apply to Commissioner for pension to continue, provided:

A You didn't pay the minimum pension amount in that income year because:
A an honest mistake resulted in a small underpayment, or
A there were matters outside of your control

A If the income stream was in the retirement phase, the ECPI exemption would have continued if you had made the minimum payment.

A When you became aware the minimum payment wasn't made, you:
A made a catch-up payment as soon as practicable in the current income year, or
A treated a payment made in the current income year as being made in that prior income year

A If you had made the catch-up payment in the prior income year, the minimum pension standards would have been met

A You treat the catch-up payment, for all other purposes, as if it were made in the prior income year

A Can self-assess the underpayment, when:
A you have failed to meet the minimum pension requirements due to an honest mistake or matters beyond your control
A the underpayment is only small (it doesn't exceed one-twelfth of the minimum annual payment)

A all the other conditions are met

A you haven't previously applied the exception for another income year



Failure to meet minimum pension requirements
Conseguences | B o
Actuarial certificate application

ARoger's ABP of $1,277,780
's commuted for tax : commutation on 1 July 2023

purposes 1 July 2023 A
Ensure the payment is
A§(2)(2)’4000 paylment 3 May ====) shown as an accumulation
now a lump sum withdrawal

AOnly Emma's pension
contributes to ECP! ) A24.594%

A30 June 2024 TBAR for g, ANO impact on actuarial
$1,343,822 debit certificate

AAdd the pension



Failure to meet minimum pension requirements
Recommencing the pension interest - Existing approach

ARoger intends for the pension to continue in 2025
APension counts as recommencing 1 July 2024
AComponents recalculated

ACommencement value of $1,343,822, credit same as 30 June
2024 commutation debit

ANo change to Roger's personal TBC



Failure to meet minimum pension requirements
Recommencing the pension interest i TR 2013/5

ARoger's pension can't regain SIS Regulation compliance

ASpecific commutation must be made and then a new pension
commenced to have pension as tax exempt

ANo TBAR needed for commutation
ACommutation and commencement can't be made in arrears

ATherefore occurs after realisation of failure to meet minimum pension
requirement

Alnterest taxable from 1 July 2023 to pension recommencement -
more than 1 year

ACredit unlikely to match 30 June 2024 commutation debit



Failure to meet minimum pension requirements

Death benefit pension

Minimum
pension not
made in the

year a death
benefit
pension

commences

Remains
exempt from
start of year
until it is paid

from deceased
member (if
existing
pension
interest)

No longer
exempt from
commence of

the death

benefit
pension
onward

Not
immediately
required to pay
out the
interest,
however...

Must
recommence
as a compliant
pension as
soon as
possible, or be
paid out




Failure to meet minimum pension requirements
Reversionary pension

Must
\[e] recommence
immediately as a
required to compliant
pay out the pension as
interest, soon as
however... possible, or
be paid out

Minimum
pension not
made in year

Pension Tax
ceases for exemption
tax purposes lost on
from 1 July interest for
of that year entire year

pension
reverts to
beneficary




USEFUL RESOURCES

Is an actuarial

certificate required?

Follow your path to find out if
your fund needs an actuarial
certificate for the 2021-22
and following income years.

?

Does your fund have
disregarded small
fund assets?

Use this follow your path
flowchart to see if your fund
is affected for the 2021-22
and following income years.

Does an SMSF have a
choice of how to calculate
and claim ECPI?

Use this to determine the
options for an SMSF
calculating and claiming
ECPI.

Top 5tips for
claiming ECPI

Exempt
Current
Pension
Income



https://www.accurium.com.au/wp-content/uploads/2023/07/is-an-actuarial-certificate-required-flow-chart.pdf
https://www.accurium.com.au/wp-content/uploads/2023/07/does-yourfund-have-disregards-small-fund-assets.pdf
https://www.accurium.com.au/wp-content/uploads/2023/07/Does-and-SMSF-have-a-choice-of-how-to-calculate-and-claim-ECPI.pdf
https://vimeo.com/manage/videos/698395993
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2024 BGL Update

Jesse Marmara
Account Manager

Australia’s #1 SMSF administration,
compliance management and investment
portfolio software solutions.

b




CAS360

Empowering professionals
to automate workflows
and efficiently manage

company compliance.

SimpleFund360

Intelligent, cloud-based SMSF
software to streamline SMSF
compliance management
and administration.

Simplelnvest 360

A complete accounting,
investment and tax software
for managing trusts,
companies and individuals.

SmartDocs360

Al powered paper-to-data
solution that transforms
financial documents into

smart digital data.

8

—

o




(T

2024 BGL Statistics

301,000 SMSFs

1,000,000 Companies

190,000 Trusts

Across 5 Jurisdictions (AU, NZ, SG,
HK and UK)

36 Software Updates in 2024 FY (280
New Features)



Contact Me ° o :.0 o

[ ]
in /jesse-marmara

)X( jmarmara@bglcorp.com.au .

O www.bglcorp.com = info(@bglcorp.com.au &, 1300 654 401 (n /bgl-corporate-solutions



/hal)
&

Thank You!

X

www.bglcorp.com
info(@bglcorp.com.au
1300 654 401
/bgl-corporate-solutions
/IBGLCorp

@BGLdot
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TIME FOR A
LUNCH BREAK

| The next session will begin 1.20pm



National
4 Audits Group

SMSF Audits

100% clean track Quick turnaround: Approachable & Pragmatic approach
record in compliance 5-7 days experienced auditors to audits

Other Services

& External Audits « Internal Audits « Compliance

www.audits.com.au
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THE SMSF COMPLIANCE
RISK AREAS

| What are the compliance risk areas for SMSFs that the ATO is concerned with?



Reportable SIS provisions

A17A, 35AE, 35B, 35C(2), 62, 65, 66,
Sections < 67, 67A, 67B, 82-85, 103, 104, 104A,
105, 109, 126K

A1.06(9A), 4.09, 4.09A, 5.03, 5.08,
N EN S el 017, .04, 8028, 1312, 1313,
13.14, 13.18AA




Reported SMSF contraventions

Conjraventions reported to ATO: 2004 i 30 June 20231

X
30.00% Sr_
(o)
- { L )
25.00% =
—
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o
20.00% <
(o)
— O\O o
3 S
O
15.00% o - S
e . S S <
s g g 3 i ko
10.00% © 5 < y—2
~ 9 N @ 8 °
o
S _ =
5.00% = I <+ X
o I S
— —
Acq assets  Borrowings IHA Loanto | |Separation of Arm's length  Admin type Operating std Other
members assets breaches breaches
+financial
\assistance,

H % of total contraventions m % of value of contraventions

1.Self-managed super funds: A statistical overview 2021-22. Table 18: Contraventions reported to the ATO lodged by SMSF auditors since the start of
contravention reporting in 2004 (up to 30 June 2023). As updated on 8 July 2024.



Related parties



In-house asset

As asset of the fund that is a loan to, or iInvestment

In, a related party of the fund, an investment in a
related trust of the fund, or an asset subject to a

lease agreement or lease agreement between the
trustee of the fund and a related party of the fund.




Related parties 1 the law

SMSF basic conditions
(s.17A)
ANo member an employ of

anot_her member unless
relatives.

Collectable rules (Reg 13.18AA)

AcCannot store at premises of related
party.
AcCannot be leased to a related party.

AcCannot be subject to a lease
arrangement with a related party.

AcCannot be used by a related party.

ATransfer to related party requires
independent valuation.

LRBA rules (s.67A)

ALoan from related party subject
to s.109 SIS Act and s.295.550
ITAA1997 A NALI rules.

ASafe harhour provisions.

In-house asset rules (Part
8 SIS Act)

A5% limit.
AExceptions.

Lending & providing

financial assistance (s.65)

ACannot provide loan or financial
assistance (using resources of
the fund) to a member or
relative of a member.

Ar mo s
(s.109)

Alnvestments to be made and
mai nt ai ned on
basis.

AUnderstanding rule where
parties to transaction not at
armoés | engt h.

|l engt h

Acquiring (intentionally)

asset from a related party
(s.66) |

AProhibited unless complies with
one of the exceptions.

Non-ar moés |
rules (s. 295.550 ITAA
1997)

Alncome more than commercial
amount.

AExpenditure less than
commercial amount.




ldentifying a related party

Standard
employer
sSponsor
(SES)

Part 8
associate of

a member
or SES




Part 8 associates

Company: Controlled
A Majority voting interest company
A >50%
A Sufficient influence
A Acting per member directions
TOtok e
Trust: trust
A 3 control tests in s.70E(2) Toenrprglesr
A > 50% entitlement

A Control of trustee
A Remove or appoint trustee
A Not excluded (Div 13.3A SISR).

member
Partnership: is a
A General law partnership partner Partner +
A Carrying on a business spouse or
A Tax law partnership child

A Joint receipt of income

Other
SMSF
members

Non-
member
trustee

Non-
member
director



Relative of member S

Parent

A . o SMSF
Section 10 definition. member

A Section 17A has a slightly different
definition, to include
A Great aunt/uncle Brother/spouse of Spouse of member Sister/spouse of
A First and second cousins
A Former spouse.

Child of either

Niece/nephew
member or spouse P

Niece/nephew

Grandchild/spouse
of grandchild




Case study

ATheo, Anita & Xavier are old school friends who run a business
together

AThey are looking for a commercial property to run their business
out of and decide to set up a unit trust that will acquire the
chosen property

AThey expect they will also need to borrow additional funds in the
U/T to complete the acquisition.



Case study

Anita Family
Group (inc

TAX U/T "0

Theo Family
group (inc A
‘&

investment

40%
Investment
Xavier Family
Group (inc
//37 SMSF).

30%
investment




Case study

TAX U/T

UhEe Faf“"y Xavier Family
group (inc Group (inc
SMSF).

SMSF).
60%
investment

40%
investment

4




lllegal early access to
preserved benefits



Accessing benefits

APart 6 SIS Regulations i payment standards

ARegulation 6.15 i contribution and benefits taken to be preserved until
trustee is satisfied they are not

ARegulation 6.17 i benefits must not be paid unless required or
permitted to do so by the Regulations

ADivision 304 ITAA 1997 i superannuation benefits in breach of
legislative requirements

AAmounts received by member to be included in their personal
assessable income

N




Early access

ANot necessarily based on age

AMore to do with accessing benefits in breach of the payment
standards, and may include:
APension shortfall for a TRIS?
AExceeding maximum limits for a TRIS or MLIS?

ACan a 92 year old be found to have gained early access to their
super?

1. Transition to retirement income stream a.k.a. transition to retirement pension
2. Market-linked income stream, a.k.a. market-linked pension



Loan to member

Aln years gone by, it may have been tempt
member 6 or a oOsundry debtord in the acco

A ATO cracking down on such an approach, questioning whether there is a loan in
place

A Section 10 SIS Act - loan: includes the provision of credit or any other form of financial
accommodation, whether or not enforceable, or intended to be enforceable, by legal proceedings.

A Paragraph 10, SMSFR 2009/2 i meaning of borrow money for the purposes of section 67

Aéa borrowing is an arrangement that exhibits two n
A a temporary transfer of an amount of money from one entity (the lender) to another (the borrower); and

A an obligation or an intention on the part of the borrower to repay that amount to the lender (which may be
satisfied by the provision of an asset)

ARepaying 6l oan6 amount s



Decision tree

I":’\\

What are the facts of Loan

the situation? A Loan agreement?
A Loan? A Breach of section 65

A Early access?
A Mistake/genuine error?

Early access

A Trustee penalties
A Individual tax
A Attempts to repay, to
rectify breach likely to be
treated as contribution
A Contribution
caps/restrictions

«liiy-

Mistake

AwWhat was the mistake and
how did it occur?

AHow many trustees were
involved?

AWhat actions can/did the
remaining trustees take to
distance themselves from it
or to seek retribution?

ARectify or early engagement &
voluntary disclosure with the

JAYLO)




Market valuation of fund
assets
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For subsection 35B(2) of the Act,
for the year of income 2012-13 and
any later year of income, when
preparing accounts and statements
required by subsection 35B(1) of
the Act, an asset must be valued at
its market value.

Section 10 SIS Act

"market value" , in relation to an
asset, means the amount that a
willing buyer of the asset could
reasonably be expected to pay to
acquire the asset from a willing
seller if the following assumptions
were made:

A (a) that the buyer and the seller
dealt with each other at arm's
length in relation to the sale;

A (b) that the sale occurred after
proper marketing of the asset;

A (c) that the buyer and the seller
acted knowledgeably and
prudentially in relation to the sale.




ATO concerns

AATO communication with
approximately 16,500 funds

ACertain asset classes,
Including property & unlisted

Asseis on, necd to bz companies/trusts, had

revalue” - very 3 yzars valuations recorded at the
same value for at least 3
years

AMore than 1,000 auditors
assoclated with the funds

ANo ACR! lodged.

1. ACR T Auditor Contravention Report



Checking market value in practice

Investment Security / Property

Q Search by Account code/Name/Address/Fund Name

Account Code Address

Valuations

| Delete

Property Report

Rental Statement

Last Valuation Date

Last Rent

Received

External Service Providers

Lease Expiry

Purchase Price

GST Status »

Global View (9

Entity View

+ Add New Property  ~

77200/52loretta
The M and S Febey Fund

Valuation Date
77250/HAWTHE06 606 Hawthorn
The M and S Febey Fund Road,

Brighton East

VIC, Australia
77250/13stv 13 St Vincent
The Ferdinand Family St, Albert Park
Superannu... VIC, Australia

70076/2/25 Malvern East
The Ferdinand Family

Superannu...

70176/455 Parkdale
The Ferdinand Family

Superannu...

Australian -

Residential

Valuation

Australian - Non

Residential

Australian - Non
Residential

Custom

Australian -
Residential

0.00

0.00

1,000,000.00

950,000.00

700,000.00

n Type

30/06/2024

30/06/2024

30/06/2023

01/08/2023

01/08/2023

750,000.00

0.00

0.00

1115,000.00

450,000.00

Registered

Registered

Not
Registered

Registered

Registered

NO

NO

NO

NO

NO

&z ©

Use platform
reporting feature
to identify when

property assets
last had their
market value
updated




Checking market value in practice

REPORTS SMART REPORTS New 'WORKPAPERS DOCUMENTS CONSOLIDATED REPORTING LIVE REPORTS

L&

/7200 - Real Estate Properties ( Australian - Residential) R A

2024 Financial Year

Preparer Reviewer Workpaper Status

Jeevan Tokhi - Anthony Fernandez hd Not Started v

. Account Code Description CY Units CY Balance LY Units LY Balance
O 32smithst 32 Smith Street, Wentworthville NSW, Australia 1.000000 $1170,785.00 1.000000 $1170,785.00 0% %
Displaying workpaper details: 1to 1 of 1 Results per page: 1+ 1
TOTAL CY Units CY Balance LY Units LY Balance
1.000000 $1170,785.00 1.000000 $1170,785.00

Supporting Documents |2 [3 Generate Reports © Attach Document External URLs © Attach URL

No Documents No External URLs

Warnings / Observations

Warning i f any 1in

C] Please review market price for 32smithst - 32 Smith Street, Wentworthville NSW, Australia. Last Market price date was 30/06/2023.

value has not changed for 12 mlonths

Standard Checklist Mark All Completed



ATO concerns

NTrustees are reminded t hat:

A if your asset valuations fail to meet the valuation requirements, the
fund and members may have additional tax to pay and you could
be liable for administrative penalties.

A as part of the annual audit process, you must provide objective
and supportable evidence to your SMSF auditor to support the
valuation of your fund assets. This includes providing all relevant
documents specifically request




ATO valuation guidelines

AQC 26343
ANot about who, but how
ABased on objective and supportable data

ANot the auditoréds role to value
assets, rather it is to

AAssess documentation and methods used by the trustees to value
assets

ACheck assets have been valued correctly in the fund accounts.



ATO valuation guidelines

Generally, a valuation is considered fair
and reasonable where it meets all the
following:

A it takes into account all relevant
factors and considerations likely to
affect the value of the asset

Ait has been undertaken in good faith

Ait uses a rational and reasoned
process

At is capable of explanation to a third

party.

AWe recommend t
gualified independent valuer
where the value of the asset
represents a significant

proportion of the fund's value, or
the nature of the asset indicates

that the valuation is likely to be
compl ex. o

h




Other considerations

Alf not going to change value, must still provide supporting
justification for this approach

AConsider ongoing obligations before investing

A Consider all aspects of the law, not just whether investment can be
made or not

AObtaining values for unlisted entities can be difficult if they are
unrelated investments

ALoans should be valued based on likelihood of recovery, not
necessarily the outstanding value.



What are
SMSF

auditors
looking for?

National
Audits Group

SMSF AUDITS

What's the issve

How o confim the
Market value of a

property?

Whaf's our approach

1. Property formal valuationf kerb side
valuation from a Real Estate Agent. The
document should mention the basis for
valuation and attach a listed of supporiive
data |i.e., Comparable sales data).

2. Residential Property only: RP data
estimates [Core logic) or

Realestate com.av estimates, including
comparable sales data, with a Medium to
High confidence. This should be
accompanied by a Trustes Declaration or
commentary included in the Annual
Trustee minutes.

3. Trustee Declaration/ Annual Trustee
rminute declarafions are acceptable
|prefer if the trustess have the good
knowledge or working in the real estate
industry) and accompanied by
supportable data. This can be in the form
of comparable sales. The declarafion must
be accompanied by the assessment data.

*Council rate valvations are not
acceptable, except in some cases for
vacant land. These frequently reflect a
significant undervaluation.

Auditing S$td and
5IS Reference

ASAF30, ASA 540,

ASA TO0; ASAE
3000, ASAE 3100,
R8.028

ASAF30, ASA 540,

ASA TO0; ASAE
3000, ASAE 3101

ASAF30, ASA 540,

ASATOO: ASAE
3000, ASAE 3102

MORE THAN JUST AUDITORS

T: 1300 734 707

Liability limited by a scherme approved under Professional Standards Legislation. ABM 23128 381 820

E: info@audits.com.au

www.audits.com.au




What are
SMSF

-
a‘ u d I to rS Unlisted 1. Widely held unit frusifcompany — annual | r4. 094, ASA 330,
companies/irusts - | investment statement. a market price ASA S05, ASA 700
- what do we confirmation from the directors/CFO of the | ASAE 3000, ASAE
O O I n fo r7 accept as proof of | investee company, or recent share 3100
u market value fransaction price and signed Financial 8,026, ASA 330,

Hatements

What's the issve

National
Audits Group

SMSF AUDITS

What's our approach

2. Closely held or related - Signed
Financial Statements and Tax Refum of the
company/ trust for the financial year
ended, document confiming the

Auvditing 5td and

5I5 Reference

ASA 540, ASA TOO;

ASAE 3000, ASAE
3100

rB.028, ASA 330,
ASATOO: ASAE

valuation of underlying assets. 3000, ASAE 3100
*Fart A qudlification if unaudited financial

statements, no market price confimnation, | r5.028, ASA 330,
orunrefiable documentation to support ASA TOO: ASAE

the underying asset market value.

3000, ASAE 3100

rB.028, ASA 330,
ASATOO: ASAE
3000, ASAE 3101

MORE THAN JUST AUDITORS T: 1300 734 707

Liability limited by a scherme approved under Professional Standards Legislation. ABM 28128 381 820

E: info@audits.com.au www.audits.com.au
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LOCATION AP

TrueMarket WWWTRUEMARKET

Residential
Detached Residence

Indicative Assessment Report

E-Valuation for the Purpose of

63 Beatrice Street, Greenslopes QLD 4870
Detached Residence a 4 & 2 a 2

Capital Gains Tax PROPERTY DETAILS
Bullding Area: 194 square metras Land Area: 808 square metres
Bulit About: 1995 RPD: Lot 1on RP4SETE
Condition: Excefient LOA: Brisbane City Counci
Use: Detached residential house Zoning: Low-Medium Density Residential

{Up to 3 Storeys)

CONSTRUCTION DETAILS SALE AND RENT DETAILS

PROPERTY:
Floors: Concrete Last Sale: $688,000

63 Beatrice Stre et Walls: Render Sale Date: 18/08/2012
Roof: Tile Current Rent: S650 per week

Greenslopes QLD 4870

PREPARED BY: FREPARED Folt: provremmntr  Indicative Market Value Assessment For the purpose of
Capital Gains Tax Assessment

Jules Chapman John Smith 16/049/ 2022
Director Jjohnemith@sample.com.au REPORT DATE: Estimated Value
AAPICPY Valuer Mo, 3049 Pt IR 2
4dg 16/09/ 2022 S'I 200 000 16/09/2022
] []

Trueriarket E-Valuation far: E3 Beatricn S, Oreansuges 0L0 43 WKW TRUEMARKET.COMA

Comparable Evidence

95 Beatrice Street, Greenslopes QLD

Sale Price
B &2 82 Omsm $1,100,000
v i
Property Description FE/ORII0EE
Thizs sale comprises a high =et residence ona 750 sgueare metre
allatment bocated approximetety 75 metres from the subject
I:"IZII:EF[!.I. Accommadatian COMprises four badrooms, twa
pathraoms, living, dining and kitchen with a leundry located under
the main house.
Comstruction detalls comprizes timber flooring, timber framed
external walls and metal cled roof. |F|tE'F|B||"' the Property nas
paolished timber floars, end timber ¥ walls with high cellings.
Comments
:Iuerall. this sele is considered inferior to the s JD|EC[
54 Temple Street, Greenslopes
Pl P Sale Price
Ba &5z &2z O owm® 1,190,000
v v
P riy Description
roperty s 13/02/2023
This sale comprises a recently renovated two storey residence an
an B10 square metre allotment located epproximately 113 metres
from the subject property. Accomrmaodation comprises four
badrooms, two upstairs and two downstairs, twa bathrooms,
farnily raom, living room, dining raam / kitchen with a rear dech.
Construction detalls comprises polished timber flooring, rendered
block external walls and metal cled roaf. Internally the property has
paolished timber floars and timber VJ walls.
Comments
Overall, this sale is consldered comparable to the subject.
7 Homebush Street, Greenslopes
Sale Prlce
¥
B4 &2 B2 O oaom $1,260,000
Property Description P40/ 2022

This sale comprises a recently constructad twa-level residence on
a B20 sguare metre allotment loceted spprosimately 215 metres
from the subject property. Accomrmaodation comprises four
badrooms, two bathroams, living arees, two kitchens and laundry.

Construction details comprise concrete flooring, brick external
wedls and tiled roof,

Comments
Overall, thiz sele s considered superior to the su bjact

Trueiiarket E-Valuiation for: 63 Bt rice St nisl, Qreariogs

WIRW.TRUEMARKET.COH .MU ]



' —] Property Assessment Comparable Evidence
, AN PHOTO ¥ e Q'f g =5 Unit 18 and 20, 20 Park Road Milton Sale Price
TrueMarket WWW.TRUEHARK R ‘ | o @ G nom’ $820,000

= “‘ Property Description BE 01D
Two a-:ljmnmﬂ commercial units sold within & nearby comples to

the subject. Combined the two sultes heve a totel floor area of 110
square metres with two assigned car spaces and ere currently
waged for approximately 560,000 per annwm net. Analysis of the
avallable evigence suggests this rental iz abowve market.

o

Comments

This sale shows a yield of approximately 7.5% for the suite and a
=alae rate of approximately 57,455 per square metre of bullding
areg.

Commercial

Unit 16, 43 Land Parade Milton

Sale Price
S Office Sui v T
trata Office Suite T
. . . Property comprizes 185 sguare metres commercial unit with six
. . Unit 45/64 River Street' Milton DLD 4120 asﬁlgrea on-glte car spaces. The sulte has a ground floor position.
I n d | Cat Ve ﬂsse ssme nt RE pD rt internally the sulte has good quality fit cut and new alr
. Strata Office Suite :ﬁ:flr't': |I:-_I'1E|trq Currently leased for approximatety 63,962 per
E-Valuation for the Purpose of
SMSF - Property Assessment PROPERTY DETAILS Comments
This sale shows a yield of spproximately 6.9% for the sulte and a
zale rate of approximately 55,027 per square metre of bullding
Buliding Area: 70 square metres Land Area:  NA areg,
Bulit About: 2010 RPD: Lot 123 on SP123456
Condition:  Excelent LOA: Brisbane City Council Unit 6 and 7, 36 Finchley Street Milton Eale Brice
Use: Professional office suite Zoning: District Centre(Corridor) i 7am? ssgn 000
Praperty Deserlption 16 T2 2021
PROPERTY: R TNETINAEIALS RALSAND MEMT DETAVS Property comgrises two units with a combined area 73 square
< metres with twa essigned on-site car spaces. The suite hes
. . Floors: Loncrete Last Sale: §500,000 undergome recent refurblshment to a high standard. The property
Unit 45/ 64 River Street Walls: Metai cladding SsleDate:  05/04/2019 wes sold s vacant possession.
Roof: Metal decking NetRental: 528350 per annum

. C nit
M | I tD n D L D £|"I 2 U T::::e ;r.n:m'a 8 gale rete of approcimately 58,082 per square

metre of building area.

FREPARED BY: PREPARED FOR: bty Indicative Market Value Assessment
Dan Atherton John Smith el For the purpose of Financial Reporting for Self-Managed Super Fund
mated Value

Directar jannsmith@semple.com.au REPORT DA Ee ad Value t e
$540,000 30/06/2022

MRICE Registered Yaluer Mo
TrueMarket £-Valuation for: Lnt W5IBA five w1, Millen QLO AL WNW.TRUEMARKET.COM AL Truaiiarkat E-vmiuation Bar: Uni S51E Fhear S, Millen (LD S0 WRW.TRUERARKET COM LU Pqg. 3

1169941 20002022




Residency



Complying superannuation fund

lon 42A SIS Act requires an SMSF
all times during the income year it was in existence.

Oresi dent regul ated superannuation f undq

Afa regulated superannuatiol O60regul ated superannuation func
superannuation fund within the meaning of the Income Tax  section 19 SIS Act: Includes requirement to make irrevocable
Assessment Act 1997. election to ATO that the SIS Act applies to the fund.

A 4

OAustralian superannuation fundo requir

1997.




Australian superannuation fund

A All three tests must be
Central satisfied at all times!
Establishment Management Active Member ATR 2008/9.
Test and Control Test
(CM&C) Test

1. Section 295.95(2) ITAA 1997



Central management and control

Central management and control of the fund is ordinarily in
Australia

Who, when and If outside Aus A

CMC = strategic where the need to establish
decisions strategic decisions absence is
are made temporary

Safe harbour for 2-
year temporary
absence!l

Can be longer
than 2 years

If the CM&C of the fund is not temporarily outside Australia, it will
not be 'ordinarily’ in Australia at a time even if the period of
absence of the CM&C is 2 years or less.

1. 2021 Federal Budget proposed to increase from 2 to 5 years.



Options

‘ At least 50% of trustees/directors reside in Australian + contribute equally to strategic decisions.

Appoint an individual who resides in Australia as attorney under an enduring power of attorney. The attorney is appointed
as trustee/director in place of the member (who is outside Australia). The member must resign as trustee/director.

SMSF with corporate trustee: member/ director appoints
enduring power of attorneyl. The member remains a director.

‘SMSF converts to Small APRA fund (SAF) Y independent |
‘ Rollover benefits to an APRA regulated fund + wind up SMSF.




Other considerations

AChanges should be dealt with before clients go overseas
ADo you always know when this is?
ADominate trustee is only source of communication.



Active member test

At least 50% of the total market

value of the fund's assets
attributable to superannuation
Interests held by active members
IS attributable to superannuation

SMSF has no active SMSF has at least

members one active member interests held by active members
v . & who are Australian residents.
Needs to pass one of

Test does not apply two tests

At least 50% of the sum of the
amounts that would be payable to
or in respect of active members if

they voluntarily ceased to be

members is attributable to
superannuation interests held by
active members who are
Australian residents.

1. 2021 Federal Budget proposed to remove test.




Active member

A A member is an active member of a superannuation fund at a particular time if the
member Is a contributor to the fund at that time or is an individual on whose
behalf contributions have been made

Members drawing a
m e pension and not
contributing are not

AMemberisNOTan G6acti ve
A The member is a foreign resident; and
A The member is not a contributor; and

A The only contributions made to the fund on the member's behalf since the member became a
foreign resident were made in respect of a time when the member was an Australian resident.

active members

Satisfied where the
member's entitlement to the

contribution arises at a time
when the member was an
Australian resident.




Failing the test

Does not rollover SMSF tax status
Does not satisfy all . member benefits to _ changes from
tests at all times resident regulated OAT | Pl UEI
super fund AT | Bl UE

AYear fund becomes non-complying:

Al ncome includes fAordinary income and
yearso Iin the year of change of st at

A Asset value (at start of year) less tax-free portion of the fund

Y . Cannot be
Assessable income

duetochangedtax T $ 5 claimed as
status of fund ’ 3 exempt under
ECP1rules

1. Noted on the ATOO6s website QC 23312
2. Exempt current pension income



Disqualified trustees

800

700

600

500

400

300

200

100

170

2018/19

Trustees disqualified by ATO

752

991 251
197

2019/20 2020/21 2021/22 2022/23
EYear ®Sept1l/4 mDec 1/4 mMar 1/4

Source: Disqualified trustees Register, based on data last updated May 28, 2024.

149 131

2023/24 (to 31/3/24)
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TIME FOR

|l tds the end of t he session and time to ask an
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FOCUS ON TAX

| A focus on the critical tax issues specific to SMSFs



2017 CGT relief

CGT consequences of disposal of assets that had their cost base reset in 2016



CGT relief: what was 1t?

A One-off opportunity in 2016-17 to lock in tax treatment of capital gains/losses on assets impacted by
super reformst,
A If an election was made to apply the relief in the 2016-17 annual return the decision is irrevocable.

A Trustees had a choice, they did not have to apply the relief even if eligible.
A Election to reset the cost base of an asset was made on a per asset basis.

A Asset deemed to have been disposed of in 2016-17 year.
A Must wait 12 months from date CGT relief applied to be eligible for CGT discount upon sale of asset.

A Two methods for applying CGT relief:
A Segregated method where asset solely supporting pension at 9 Nov 16 and ceased to solely support pension prior

to 1 July 2017:
A Did not resultin an assessable notional gain.

A Unsegregated method where asset did not solely support pension from 9 Nov 16 to 30 Jun 17:
A Results in an assessable notional gain C could be deferred until relevant asset actually sold.

1. Introduction of the transfer balance cap (TBC) from 1 July 2017.



CGT relief documentation required

A Trustees will have documented which assets (if any) applied the CGT relief in
2016-17.

A For each asset the Trustee will (should) have recorded:

A The date at which the CGT relief was applied.

A If using the unsegregated method whether gain was deferred and if so the deferred gain
(assessable amount).

A The new cost base equal to the market value at the date of CGT relief.

A Any total deferred gain will have been reported to the ATO via the 2017 annual
return C 2017 CGT Schedule.

A Trustees were responsible for documenting the deferred gain per asset - the ATO
will not have this information.



| canot f1r nd t he doc

A Check the tax return and CGT schedule from 2016-17 to see if CGT relief was applied:
ATax return wil|l have 6Yeso6 at | abel 111G o0Di d you have a

A CGT schedule will identify total gains deferred and gains/losses recognised in year.
A Section 8 of 2016-17 CGT schedule:

Have you chosen to apply the transitional
CGQGT relief for superannuation funds? F Yes D No D

Notional capital gain amount deferred G $ DD,DDD’DDD’DDDX

A 1If claimed ECPI using unsegregated method then CGT relief would have occurred on 30 June 2017:
A Market value of asset at 30 June 2017 would be basis for the new cost base ¢ generally increase to cost base.
A Resulted in assessable notional capital gain ¢ 2016-17 actuarial exempt proportion used to work out deferred
gain on the asset ¢ SMSF trustee(s) could elect to defer until income year asset is sold.
A If had segregated asset determine date ceased to be segregated (any date 9 Nov 16 - 30 June 17)
A Market value at the date ceased to be segregated would be cost base



CGT event post 1 July 2017: *’*“*3?2&355@?5‘91%23sﬂjﬂm <

under transiticnal
AT relief for

C h e C kI I St superannuation funds

1. Was asset or tax parcel held prior to 1 July 20177 T
A If yes, consider impact of CGT relief. Current year capital

gains and capital losses
2. Look at records to identify if CGT relief was applied
A Confirm the cost base i this should reflect the market value at the date CGT relief was applied.

3. ldentify if asset or tax parcel has a deferred notional capital gain

attached to it
A Deferred gain (realised) will be reported in the CGT schedule.

4. Deal with realised deferred notional gain CGT deferred amount may be realised in an income year

A Cannot be claimed as ECPI

A Consider application of current year & brought forward capital losses to realised deferred capital
gain.

where all member interests are in retirement phase




Issues with CGT relief

Scrip for scrip
rollover

CGT rollover on
breakdown of
relationship

A Takeover of company A by company B

A Company A shares exchanged for shares in
company B

A Disregard capital gain on disposal of
Company A shares

A Taken to acquire Company B shares at
original cost of Company A shares

A Transfer asset in SMSF to another complying
superannuation fund

A CGT event disregarded

A Cost base of asset transferred to new super
fund

30 June 2017 deferred
notional gain realised

Cannot include the
realised amount in the
rollover relief

Assessable in year
realised




Foreign Income and tax
credits

Disclosing foreign income and claiming foreign tax credits in an SMSF, including effect of ECPI



Forex exchange gains and losses
SMSF perspective

SMSFO6s financi al statements and an
Australian dollars

Income & expenses Asset buys & sells
u Average exchange rate u Contract date vs
u Spot rate settlement date

u 12-month rule




Foreign income and expenses

Case study

Aln 2023-24, the Atlas Super Fund
received fortnightly rent from a United
Kingdom (UK) rental property it owns.

A The rent is deposited into a bank
account held by the SMSF in the UK.

A Throughout the year, miscellaneous
expenses such as maintenance and

minor repairs, and agent's fees, for
the property are paid out of the

SMSFO6s UK bank acc NN Ere R RiR SRR

use an average rate of exchange for the rental
income and deductions when translating these

amounts into Australian dollars.



Foreign income and expenses
Case study

Aln 2024-25, the Atlas Super
Fund sells the rental property
It owns in the UK.

As this is a one-off sale of a large capital asset, it
would not be appropriate for the SMSF to use an
average rate of exchange when translating this
amount into Australian currency.




Forex gains/losses: 12-month rule

An 2023-24, the Gemstone Super
Fund contracts to buy 20,000 shares
In a company listed on the New York
Stock Exchange (NYSE).

A On the date of trade, day 1, the
exchange rate is $A = $0.66 USD. On
settlement day, day 3, the exchange
rate is $A = $0.69 USD.

A Due to fluctuation in the exchange
rate from contract date to settlement
date, the SMSF has made a forex
exchange gain of $0.03 USD.




Foreign currency bank account

Forex translation methods

Retranslation
election

| $250,000 balance election I




Foreign income transactions in practice

Fast ways to upload transactions in foreign currency

Simple Fund 360

Data Entry - Spreadsheet usD

e & & & & o & & o & @

DATE

04/07/2022

18/07/2022

28/07/2022

16/08/2022

28/08/2022

17/09/2022

22/09/2022

28/09/2022

28/09/2022

29/09/2022

15/10/2022

US Dollar

+ DEBIT (USD) CREDIT (USD)

40,000.00

350.00

1,288.00

1,914.60

3155.24

589.45

4,155.24

598.22

478470

3,655.24

139860

XRT.

1.0000

1.0000

1.0000

1.0000

1.0000

1.0000

1.0000

1.0000

1.0000

1.0000

1.0000

+ DEBIT (AUD)

40,000.00

350.00

‘CREDIT (AUD)

1,288.00

1,914.60

3155.24

589.45

4,155.24

598.22

478470

3,655.24

139860

DESCRIPTION

Deposit Dividend Received Mac
Deposit Betashares Nasdaq 100
Deposit Rental Received 32Smti
Interest MACQUARIE CMA INTE
Deposit Rental Received 32Smti
Interes t MACQUARIE CMA INTE
Deposit Dividend Received BHP
Transfer Pension Payment Peter
Deposit Rental Received 32Smti
Deposit Div Received Commony

Transfer ATO INSTALMENT

1.

The BGL XML importer (Bank Transaction type
only). Transactions can be recorded in the file using
foreign currencies and Simple Fund 360 will
convert upon upload. Refer to BGL Excel (XML)
Import for more.

The Data Entry Spreadsheet. Select a foreign
currency and import foreign transactions simply via
copy & paste the CSV data to the spreadsheet.
Refer to Data Entry - foreign currencies for more.

The BGL SmartDocs. Similar to the Data Entry
Spreadsheet mentioned above, where users can
select a foreign currency, the BGL SmartDocs
further improves efficiency by allowing bank
statements to be uploaded without any manual
entry of transactions. Refer to BGL SmartDocs for
more.



Foreign tax credits
Limitation on claiming

Foreign tax credits

$1,000 or less More than $1,000

But beware Claim full amount Calculate FTO limit
effect of ECPI & apply to claim







