
WELCOME TO 
SMSF COMPLIANCE DAY
Maximising compliance, minimising risk, and avoiding costly mistakes
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Online

courses

In person

events

Live online

training

On demand 

training

In-house

training

Types of professional development Accurium Education provides:

ACCURIUM EDUCATION

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 emphasises whatôs important. Our training is suitable for 
accountants at every career stage, from newcomers to seasoned professionals.

Professional development that is trusted, flexible and practical



MEET YOUR EDUCATORS
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Mark Ellem

Head of Education (SMSF)
Accurium

Jason Hurst

Technical Superannuation Adviser
Knowledge Shop

Natalie Scott

Superannuation Adviser
Knowledge Shop

Anthony Cullen

Senior SMSF Educator
Accurium

Matthew Richardson

SMSF Manager
Accurium



SLIDO ï Live Q&A and polling
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Take out your 

phones

Open a web 

browser

Go to

slido.com

Enter code

#2043906

or

Scan QR code



ACCOUNTANCY INSURANCE
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Tax audit insurance tailored to the needs of Australian accounting firms



A STOCKTAKE CHANGE 
FOR SMSFs
Time to review of the changes that apply to the 2023-24 financial year.
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SMSF annual return ï whatôs new
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ÅFrom the 2024 income year, if an SMSF received one or more 
distributions from trusts Č 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.

Trust income schedule (TIS)

ÅOutline new approach to NALE thatôs general in nature from 2023-24.

ÅSeparate NALI/NALE session.

Non-armôs length expenses (NALE)



2024 SMSF Annual Return
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Instructions: QC 101716



Instructions: QC 101716

2024 SMSF Annual Return
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Name of distributing trust:

Non-managed funds ï name of the trust

Managed funds ï name of managed fund or statement 

issuer (for consolidated tax statements).

Trust identifier:

For non-managed funds provide either the ABN (if 

applicable) of the distributing trust or provide the ACN of 

the corporate trustee (if applicable) of the distributing trust.

For managed funds provide the investor number of the 

distributing trust which should be located on your tax 

statement from your managed fund.



2024 SMSF 
Annual Return: 
when would an 

SMSF be required 
to complete?
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Distributions from listed and 

unlisted unit trusts, managed 

funds, stapled securities and ETFs



Funds with ECPI and trust distribution(s)

Fund with ECPI + other 
assessable income

Fund that is 100% ECPI: no other 
assessable income
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X

X

X

Whatôs new for SMSFs re Trust Income Schedule (QC 101714)

Complete the schedule if you report a distribution from a trust at:
Åitem 11 income, labels

ÅA Net capital gain
ÅD1 Gross foreign income

ÅM Gross trust distributions
ÅU2 Net non-arm's length trust distributions.

X

X

X X



Fund that is 100% ECPI:
no other assessable income

12

X

X

X

Received Distribution that would have been 

included at either labels A; D1; M or U2



Fund with value at either labels A; D1 or U2, 
but no value at M
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New trust schedule in practice
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Transaction screen will be populated into the schedule.

A new report has been added to reconcile this.

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. 

The Tax components from an Annual Tax Statement that 

have been entered using the Distribution Tax Automation 

screen, received through a Wrap Feed or manually 

entered into the



NALI: where are we at?
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1 July 2018 1 July 2023

The time before 

NALE ï there was 

only NALI.

Section 295.550 ITAA 1997 amended (from 1 July 

2018) to include concept of non-armôs length 

expenditure Ą NALI.

LCR 2021/2: how NALE amendments apply.

PCG 2020/5 applies to NALE thatôs general in 

nature ă ignored

NALE specific to fund asset Ą give rise to NALI.

New NALE rules:

NALE thatôs general in nature 

subject to 2x factor rule.

Applies to SMSFs & SAFs.

Cap on NALI amount

Pre 2018-19 NALE excluded

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
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NALI

Income > armôs 

length amount

NALE:

Specific expense

NALE:

General expense

Expenditure 

relating to 
specific asset < 
armôs length 

amount

Expenditure not 

related to 
specific asset < 
armôs length 

amount

Non-armôs length component of taxable income x 45%

Net income from asset1

The total amount of a small complying 

superannuation fundôs non-armôs length component 
will be capped at an entityôs taxable income for the 
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.

2x NALE amount



NALI and NALE: further developments
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TD 2023/D1

ÅExplains the ATOôs view 
about how to calculate the 
amount of statutory income 
that is taxed as NALI where a 
superannuation fund makes 
a capital gain as a result of 
non-armôs length dealings.

ÅThe release of the TD aims 
to provide additional 
guidance in determining the 
amount of NALI.

TR 2010/1DC

ÅExplains the interactions 
between the non-arm's 
length income provisions and 
the rules concerning 
superannuation 
contributions.

ÅHopefully will settle the 
conflict between whether an 
improvement to a fund asset 
by a member/trustee, where 
the fund pays less than armôs 
length price, including no 
price at all, is a contribution 
or NALE in connection with 
the acquisition of an asset.

LCR 2021/2

ÅNon-armôs length 
expenditure ATO ruling.

ÅExpect a revision to 
incorporate the legislated 
changes to determining the 
amount of NALI where an 
SMSF has NALE thatôs 
generally in nature.

Finalised as TD 2024/5

(17 July 2024)



NALI interaction with CGT provisions
TD 2024/5: example 1 ï NALE to acquire asset
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1. Calculated per section 102.5(1) ITAA 1997; 2. Calculated per section 295.10 ITAA 1997

Forja SMSF

CGs in 2022-23:

$500k armôs length discount CG

$1.3m non-armôs length discount CG

(after applying market value 

substitution rule)

Other assessable inc: $883,333.33

Available CL:

$200k current year CL

Net CG of SMSF for 2022-231:

Apply CL: ($1.3m + $500k) ï $200k = $1.6m

Apply discount: $1.6m x 2/3 = $1,066,666.67

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:

Å $1,066,667 ï deductions = $1,066,667; and

Å Taxable income of $1,950,000 less assessable contributions of nil. 

 $1,066,667 ċ taxed at 45%

The low tax component is:

 $1,950,000 - $1,066,667 = $883,333 ċ taxed at 15%

Å Whilst the NALI CG is $1.3m, non-armôs length CG cannot exceed the net CG1.

Å Capital loss and CGT discount is not a deduction against NALI (for purpose of 
calculating non-armôs length component of taxable income).



NALI interaction with CGT provisions
TD 2024/5: example 2 ï capital losses exceed all capital gains
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1. Calculated per section 102.5(1) ITAA 1997; 2. Calculated per section 295.10 ITAA 1997; 3. $4.2m carried forward capital loss

Forja SMSF

CGs in 2022-23:

$500k armôs length discount CG

$1.3m non-armôs length discount CG

(after applying market value 

substitution rule)

Other assessable inc: $883,333.33

Available CL:

$6m current year CL

Net CG of SMSF for 2022-231:

Apply CL: ($1.3m + $500k) ï $6m = Nil3

Apply discount: N/A

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 $883,333. The deductions are nil.

Step 3 - work out the entity's taxable income

Assessable income of $883,333 less deductions of nil, equals $883,333.

Step 4 - calculate the components of taxable income

The non-arm's length component is $Nil.

Å Non-armôs length capital gain exceeds the SMSFôs net capital gain of nil, but 
the amount of NALI is nil as the amount of NALI cannot exceed the fundôs net 

capital gain.

The low tax component is:

 $883,333 - Nil = $883,333 ċ taxed at 15%.



NALI interaction with CGT provisions
TD 2024/5: example 3 ï capital proceeds inflated
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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 

Ichiban SMSF

CGs in 2022-23:

$1m armôs length discount CG

$5m non-armôs length discount CG

(armôs length CG is $500k)

No other assessable income.

Available CL:

$100k current year CL

Net CG of SMSF for 2022-231:

Apply CL: ($5m3 + $1m) ï $100k = $5.9m

Apply discount: $5.9m x 2/3 = $3,933,333

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 $3,933,333. The deductions are nil.

Step 3 - work out the entity's taxable income

Assessable income of $3,933,333 less deductions of nil, equals $3,933,333 taxable 
income.

Step 4 - calculate the non-arm's length component

The non-arm's length component is $3,933,333, being the lesser of:

Å $3,933,333 ï deductions = $3,933,333; and

Å Taxable income of $3,933,333 less assessable contributions of nil. 

$3,933,333 ċ taxed at 45%

The low tax component is Nil: $3,933,333 - $3,933,333 = Nil ċ taxed at 15%

Å Whilst the NALI CG is $5m, non-armôs length CG cannot exceed the net CG1.

Å Capital loss and CGT discount is not a deduction against NALI (for purpose of calculating 
non-armôs length component of taxable income).



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

ÅRuling was flagged for update for:

ÅIncorporate 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;

ÅClarify how the general principles in this ruling apply in the context of 

successor fund transfers; and

ÅRemove practical compliance approaches that are no longer current.

ÅDraft update was published 27 September 2023.

ÅIncorporate above changes.
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Update to TR 2013/5

ÅThen came the final version of the updated ruling, issued 26 June 2024 and para 20é..
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ÅIf the requirements are again met in the following year this results in the commencement of a new superannuation 
income stream.

Original

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

Draft update

ÅIf 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.

Final version



Fail to pay minimum pension1

Approach based on updated TR 2013/5
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1. Where the pension is an account-based pension

1 July 2023

Ceases for income tax purposes.

30 June 2024

Ceases to be in retirement phase Č give 
rise to TBA debit = value at this time.

15 Nov. 2024

Discover minimum pension not paid for 
2023-24 financial year.

1 Dec. 2024

Member requests full commutation of 
failed pension (no TBA debit as pension 
not in retirement phase) and 
commencement of new pension Č TBA 
event Č TBA credit is value at this time + 
calculation of tax components of 
commencement value of new pension.

30 June 2025

Relevant pro-rata minimum pension paid 
for period 1 December 2024 to 30 June 
2025.

No claim for ECPI in respect of failed pension



Total superannuation balance (TSB)

ÅTSB used for eligibility for many concessions and caps:

ÅMethod for calculating TSB proposed to change on 30 June 2025
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Non-
concessional 

cap

Catch-up 
concessional

Work test 
exemption

Government co-
contribution

Spouse 
(contribution) tax 

offset

Using 
segregated 

method for ECPI

Div 296 tax on 
super >$3m 
(proposed) 



Proposed change to TSB calculation

ÅNo longer to be a distinction between óaccumulation phase valueô 
and óretirement phase valueô.

ÅRetirement phase value referenced TBA transactions but replaced with 

withdrawal value of pensions that were óaccount-based pensionsô Č  defined 

benefit pension TSB value was based on relevant TBA debits and credits.

ÅTSB will be ñthe total amount of the superannuation benefits that would 

become payable if é. the individual voluntarily caused the superannuation 

interest to cease at that timeò.

ÅReduced by any óstructured settlement contributionô.

ÅExcludes interests in a óforeign superannuation fundô.

ÅApplies from 30 June 20251.

25

1. Subject to passage of legislation



TSB change of calculation
Current v proposed

ÅSMSF member has following balances at 30 June:
ÅAccumulation: $425,564 ċ accumulation phase (AP)

ÅAccount-based pension: $1,716,910 ċ retirement phase (RP)

ÅTransfer balance account (RP):

ÅCurrent calculation of TSB:
Å$425,564 (AP) + $1,600,000 (RP) ċ TBA balance
Å= $2,025,564
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Date Description Credit Debit Balance

1/10/2020 Account-based income 

stream commence

$1,600,000 $1,600,000

Replace TBA transactions for account-based 

pensions with withdrawal value



TSB change of calculation
Current v proposed

ÅSMSF member has following balances at 30 June:
ÅAccumulation: $425,564 ċ accumulation phase (AP)

ÅAccount-based pension: $1,716,910 ċ retirement phase (RP)

ÅTransfer balance account (RP):

ÅCurrent calculation of TSB:
Å$425,564 (AP) + Retirement phase (RP) $1,716,910 ċ wdl value
Å= $2,142,474
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Date Description Credit Debit Balance

1/10/2020 Account-based income 

stream commence

$1,600,000 $1,600,000



TSB change of calculation
Current v proposed

ÅSMSF member has following balances at 30 June:
ÅAccumulation: $425,564 ċ accumulation phase (AP)

ÅAccount-based pension: $1,716,910 ċ retirement phase (RP)

ÅTransfer balance account (RP):

ÅProposed calculation of TSB:
ÅWithdrawal value of all interests
Å= $2,142,474
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Date Description Credit Debit Balance

1/10/2020 Account-based income 

stream commence

$1,600,000 $1,600,000



TSB change of calculation
Current v proposed

ÅSMSF member has following balances at 30 June:
ÅAccumulation: $425,564 ċ AP

ÅDefined benefit lifetime complying pension: $1,716,9101 ċ RP

ÅTransfer balance account (RP):

ÅCurrent calculation of TSB:
Å$425,564 (AP) + $1,920,000 (RP) ċ TBA balance
Å= $2,345,564
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Date Description Credit Debit Balance

1/10/2020 Capped defined benefit 

income stream commence

$1,920,0002 $1,600,000

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
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Does the interest have 

a family law value?

Is an alternative 

valuation method 

certificate in force?

Is the interest covered 

by 307-230A.08 

(certain innovative 

income streams)?

TSB value is 

obtained using the 

alternative 

valuation method

TSB value is the 

family law value

TSB value is the 

maximum 

commutation 

amount

TSB value is the 

value of the 

interest under 

section 307-205

Yes No

Yes No NoYes

Actuarial certificate 

(90% to 110% of the 
family law valuation)

From Exposure draft regulations, Schedule 2.



TSB change of calculation
Current v proposed

ÅSMSF member has following balances at 30 June:
ÅAccumulation: $425,564 ċ AP

ÅDefined benefit lifetime complying pension: $1,716,9101 ċ RP

ÅTransfer balance account (RP):

ÅProposed calculation of TSB: withdrawal value of all interests
Å$425,564 + $xxxxxx ċ DB interest: family law or actuarial value3

Å= $yyyyyyyy
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Date Description Credit Debit Balance

1/10/2020 Capped defined benefit 

income stream commence

$1,920,0002 $1,600,000

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 ï life pension
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Calculated each 30 June

Schedule 5 for fixed term 

pensions



TSB calculation: increase due to LRBA

ÅAn individualôs TSB will be increased by their attributable 
portion of the outstanding balance of an LRBA loan where:
ÅNew LRBA entered into on or after 1 July 20181; AND
ÅLender to the LRBA is an associate; or

ÅMember has met a condition of release with nil cashing restrictions
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1. Refinancing pre 1 July 2018 LRBA not included unless refinance amount great than outstanding balance of original LRBA or acquire different assets

Attributable member amount (if required to 

be reported)

Increase to TSB due to LRBA not applicable 

for (proposed) Div 296 purposes.



Fund and member adviser fees + GST

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?

13 December 2023 ï ATO issued:

TD 2023/D4: deductions for financial advice fees 
paid by individuals who are not carrying on a 

business (replaces TD 95/60)

Guidance: Eligibility of super funds and investor-
directed portfolio services investment platforms 

to claim reduced input tax credits on adviser fees

34



TD 2023/D4: Financial advice fees paid by 

individuals not carrying on a business
ÅIndividual may be entitled to a deduction for fees paid to a financial adviser if they satisfy 

s. 8.1 or s. 25.5 ITAA 1997

ÅMay be necessary to apportion deduction where:

Ånot incurred in gaining or producing assessable income

Åcapital or capital in nature or

Åprivate or domestic in nature

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

ÅA 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

ÅSeveral examples provided.
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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 individualôs interest in the super fund.

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.
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Payment of member advice fees

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

ÅTranche 1 ï Quality of Advice Review reforms
ÅProvide a legal basis for payment of advice fees from a memberôs superannuation 

account Č amendment to sectn 99FA SIS Act.

ÅAmendment to ITAA 1997 to provide legal certainty that payments of certain 
personal advice fees by a superannuation trustee from the memberôs interest in 
the fund are deductible from the superannuation fundôs assessable income2 and 
are not a superannuation benefit for the relevant members. ċ new item 5 in table 
in sectn 295.490(1) ITAA 1997 (Other deductions).
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1. Royal Assent 9 July 2024 ï Act No.67 of 2024; 2.to the extent they are not incurred in gaining or producing the fundôs exempt or non-assessable non-exempt income. 



Payment of member advice fees
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PART 11A ï GENERAL FEES RULES

99A Application  

99B No entry fees  

99BA No exit fees  

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  

99F Cost of financial product advice--collectively charged fees  
99FA Cost of financial product advice--fees charged to 

member concerned  

99G Fee cap on low balances 

SUPERANNUATION INDUSTRY 

(SUPERVISION) ACT 1993 - SECT 99A

Application

  The rules set out in this Part do not apply 

to self managed superannuation funds.

Payment of member advice fees by SMSF 

Č  potential breach of:

Å Sectn 62 SISA: sole purpose test

Å Sectn 65 SISA: financial assistance to 

members

Å SISR Benefit Stds (Pt 6): Illegal early 

access to preserved benefits



SMSFs and advice fees

SIS

ÅAdviser fee must relate to 
the fund.

ÅAdvice in relation to fund 
investments.

Tax

ÅS. 8-1 TA97 + TR 93/17.

ÅOngoing management 
fees or retainers paid to 
investment advisers.

ÅCost 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

ÅTable in reg 70.5.02 GST 
regs Č acquisitions that 
relate to making financial 
supplies Č RITC.

ÅBrokerage fees of share 
trades (item 9 of table)ċ
RITC.

ÅInvestment portfolio 
management functions 
(item 23 of table) Č
GSTR 2004/1 ċ RITC.
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Change to Independent Auditorôs Report

40

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.

To be used for reporting periods starting on or after 1 July 2024. When using this report for earlier 

reporting periods, make sure you comply with the auditing standards and legislation that applied to 

the earlier period.
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TIME FOR QUESTIONS
Itôs the end of the session and time to ask any of your burning questions



42

TIME FOR A MORNING 
TEA BREAK
The next session will begin 11.05 am
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TIME TO GET NALI
2023-24 is the first year that the new rules for applying non-armôs
length expenditure of a general nature applies



Remember: how an SMSF can have NALI
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NALI

Income > armôs 

length amount

NALE:

Specific expense

NALE:

General expense

Expenditure 

relating to 
specific asset < 
armôs length 

amount

Expenditure not 

related to 
specific asset < 
armôs length 

amount

Non-armôs length component of taxable income x 45%

Net income from asset1

The total amount of a small complying 

superannuation fundôs non-armôs length component 
will be capped at an entityôs taxable income for the 
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.

2x NALE amount



Is having NALE that bad?
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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 is rented to Maliaôs accounting business. Had the property been rented at armôs 

length, it might have been expected to receive $15,000 in rent based on known rents for 

comparable tenanted commercial properties.

Maintenance was carried out on the commercial property at armôs length constituting $10,000 in 

eligible deductions.

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



Working out the SMSFôs NALI & NALC
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NALE = non-armôs length expenditure; NALC = non-armôs length component of taxable income

General NALE

ϾAccounting fees ċ $5k charge, armôs 
length price is $10k.

Ͼ2 x factor approach for determining 
amount of NALI

Ͼ2 x ($10k ï$5k) = $10,000

NALI

ϾRental income from non-armôs length 
arrangement Č $23,000

ϾDeductions in relation to NALI Č
$10,000

Taxable income

ϾAssessable conts: $20,000

ϾRental property income: $23,000

ϾRental property dedns: $10,000

ϾAccounting fees: $5,000

ϾTaxable income: $28,000

ϾNALI: $23k ï$10k + $10k = $23k

ϾNALC cap = $28k - $20k = $8,000

ϾNALC: $8,000 ċ 45%

ϾLTC: $20,000 ċ15%

Cannot claim NALI as ECPI



SMSF paying armôs length amount v NALE
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With NALE ($5k)

ÅTaxable income = $28,000

ÅNALC: $8,000 x 45%
= $3,600

ÅLTC: $20,000 x 15%
= $3,000

ÅTotal tax = $6,600

No NALE (pay extra $5k)

ÅTaxable income = $23,000

ÅNALC: $3,000 x 45%
= $1,350

ÅLTC: $20,000 x 15%
= $3,000

ÅTotal tax = $4,350

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



Types of NALE

In connection with asset acqn

ÅFund acquires all or part of 
an asset at less than market 
value under scheme where 
parties not dealing with each 
other at armôs length.

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

Of a recurrent nature

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

ÅNexus is to fund income of 
that particular year ċ the 
year the fund has NALE.

ÅWhere future income year 
has no NALE Č no NALI.

48



Recurrent NALE not in connection with asset acqn
Example 11 from LCR 2021/2
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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 acqn
Example 11 from LCR 2021/2
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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 value1

Fund acquires asset at 
market value but via a 

non-armôs length 
borrowing arrangement

Fund acquires asset at 
market value, but 

improvements made 
later made on non-armôs 

length basis

Fund incurs NALE in 
acquiring a fixed 

entitlement in a unit trust 
ċ directly or via LRBA 
not on armôs length 

terms

51

1. Under a scheme where the parties are not acting at armôs length. 



NALE in connection with asset acqn
Example: improvements

52

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 acqn
Example: improvements
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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 schedu les 

time in her work calendar to undertake the work and uses the tools of her trade to undertake all plumbing work on the renovat ions. 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. Cons idering all her 

activities, she will be considered to be undertaking these services in her individual capacity, rather than as trustee for he r 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)

54

Transaction NALE Contribution

Member improves SMSF asset

Value of improvement 

recognised by SMSF as 
contribution

SMSF does not have NALE
Value of the improvement to 
the asset is a contribution

Member improves SMSF asset

Value of improvement is not 

recognised by SMSF as 
contribution

SMSF has NALE Ā all future 

ordinary and statutory income 
for asset is NALI

Value of the improvement is 

not considered a contribution 

Ā no contribution cap 
consequences

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

Is this a solution?



Example - NALE in connection with asset
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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?



Å Income of SMSF continues to be 
taxed concessionally

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

Å Archie elects to release the 
excess + associated earnings

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

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

ÅCGT on sale of property taxed at 
highest marginal rate

ÅNo impact on Archie's individual 
tax position as 10k is not treated 
as an NCC
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$10K ï NCC Contribution NALE/NALI apply



NALE for SMSFs

ÅDetermining if an SMSF has NALE Č NALI

57

Have services been provided  or 

activity performed by an individual 

trustee; director of the corporate 

trustee; or the corporate trustee itself? 

A fee no less than an armôs length amount 

must be charged for the service or activity. 

Discount policy + pro bono may apply

A fee charged > an armôs length amount 

could have SIS compliance issues

Determine if the service or 

activity is a ótrustee dutyô

Trustee duty:

Cannot charge for 

service provided or 

activity performed.

No NALE = No NALI

Not a trustee duty.

YES

NO

Must meet all requirements in 

s.17B SIS Act to charge a fee.



Related party providing services to an SMSF

ÅService provided or activity performed in capacity as trustee Č not NALE Č no SIS 109 issue.

ÅService provided or activity performed in individual capacity and expenditure is less than 
commercial Č NALE Č no SIS 109 issue.

ÅService provided or activity performed in individual capacity and expenditure is more than 
commercial Č no NALE Č SIS 109 issue.

Trustee/director provides service or performs activity for SMSF:

ÅTerms & price are in accordance with commercial practices Č not NALE Č no SIS 109 issue.

ÅTerms & price are less than commercial practices Č NALE Č no SIS 109 issue.

ÅTerms & price are more than commercial practices Č noNALE Č SIS 109 issue.

Another party provides service or performs activity:

58

ÅDetermining if fund has NALE



Example ï NALE General Expenses
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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 ï NALE General Expenses
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ÅNo Issue for SMSF

ÅSonya is acting in her capacity as trustee of the 

Super SMSF

ÅSuper SMSF cannot remunerate Sonya for her 

work as she does not meet s17B, SISA 

requirements



Section 17B, SISA Requirements

61

Duty is not 
performed in 
their capacity 

as trustee

Appropriately 
qualified & 

holds licenses 
to perform 

duties

Duty 
performed in 

ordinary 
course of 
business



Example ï NALE
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Pond SMSF has engaged one of it's members, Ian Pond to prepare legal 

documentation. The legal documents prepared, relate to purchase of an 

investment property. Ian 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
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ÅNALE is likely to apply as SMSF has 

paid less than market value for legal fees

ÅAs 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
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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 ï 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
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ÅSome 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.

ÅFinding new tenants and implementing the 

lease - in his individual capacity and a fee was 

charged but not arm's length.

ÅWhilst 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 
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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
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ÅEven though the parties are not 

related SMSF received a discount that was 

not issued to all staff

ÅSMSF 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 

related parties
Commercial terms

Documentation is 
key

Market Values
Demonstrate arm's 
length fee charged
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What action should an SMSF take to ensure 
related party expenses are on arm's length 
terms?

Confirm capacity work 
is completed

Confirm S17B, SISA 
allows remuneration

Determine arm's 
length fee for labor 
component of work

Issue Invoice to SMSF

Ensure 
Documentation 

substantiates arms 
length rate

69



How can accountants pick up NALE?

ÅWould be difficult if no fee charged

ÅBut could be clues:

o For example ï SMSF has paid for paint but has not been issued with 

an invoice for painting its investment property.

o Asset increased significantly in value.

o 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.
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NALI and the audit
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Part A Audit Report

ÅFinancial statements present 
fairly in all material respects, 
in accordance with the 
accounting policies described 
in the notes.

ÅNot treating fund income as 
NALI Č potential material 
misstatement of the fundôs tax 
expense + provision for tax.

Part B Audit Report

ÅCompliance (in all material 
respects) with certain sections 
of SIS Act and regulations of 
SIS Regs

ÅSectn 62: sole purpose

ÅSectn 109: investments to be 
made and maintained on an 
armôs length basis.
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TIME FOR QUESTIONS
Itôs the end of the session and time to ask any of your burning questions
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MAXIMISING ECPI
From the ATOôs annual 2021-22 SMSF statistics 35.2% of all SMSFs were wholly 
in retirement phase and a further 9.4% were in partial accumulation and retirement phase.



Exempt Current Pension Income (ECPI)
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Proportionate Method

(section 295.390 ITAA 1997)

ÅMust obtain actuarial certificate prior to 
lodgement of return.

ÅApplies to period where fund does not 

have segregated assets.

ÅECPI = assessable income x exempt 
portion ċ per actuaryôs certificate.

ÅNALI and assessable contributions 
cannot be claimed as ECPI.

ÅExpenses deductible to extent incurred 
in earning assessable income ċ
different methods.

Segregated Method

(section 295.385 ITAA 1997)

ÅNo actuarial certificate required.

ÅAssets solely supporting retirement 
phase liabilities ċ segregated current 
pension assets.

ÅCannot segregated part of an asset1.

ÅIncludes periods of ódeemed 
segregationô.

ÅSubject to ódisregarded small fund 
assetsô rule.

ÅCGT events in respect to segregated 
current pension assets disregarded.



Deemed Segregation

ÅThe fund is solely in retirement phase over a particular period of 
time

Å ATO position clarified with 1 July 2017 superannuation reforms
ÅPre 1 July 2017 no resources used to enforce
ÅRequirement from 1 July 2017

ÅCan have 1 or multiple periods of deemed segregation

ÅUp until 30 June 2021 was not a choice, question of fact

ÅMust use segregated method in periods of deemed segregation

ÅChange from 1 July 2021 to allow choice in certain 
circumstances
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Periods of deemed 

segregation

ECPI choice

Unsegregated periods



Disregarded Small Fund Assets

ÅAnnual assessment each 30 June ï Section 295.387 ITAA 1997
ÅAlso applies in first year of SMSF

ÅSMSF will have disregarded small fund assets for a financial 
year if all of the following apply:
ÅAt prior 30 June a member was in retirement phase and had over 

$1.6m TSB

ÅThe SMSF has a member in retirement phase at any time in the year

ÅSMSF not solely in retirement phase for the whole year1

ÅIf have disregarded small fund assets must claim ECPI using 
proportionate method and obtain an actuarial certificate
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1. Provided retirement phase pensions do not include defined benefit pension. Applicable for 2022 income year onward.
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When is there a choice of method to claim 
ECPI?
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The ECPI claim will be for 
the 2021-22 or a later 

income year

1

The SMSF does not have 
DSFA

If have DSFA Ҧ must use 
proportionate method for 

entire year

2

There is a period in the 
year where SMSF assets 

are solely supporting 
retirement phase 

pensions, but not for the 
whole income year

Ҧ ódeemed segregationô

3

None of the retirement 
phase pensions in the 

SMSF are defined benefit 
pensions

4

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



ECPI choice options
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Apply ATO post 2016-17 approach to 

claiming ECPI:

ɀ Use segregated method to claim 

ECPI for periods of ódeemed 

segregationô
ɀ Use proportionate method for 

period(s) of mixed interests

ɀ Need actuarial certificate to claim 

ECPI in proportionate method 

periods

Apply pre-2017-18 industry approach 

to claiming ECPI:

ɀ SMSF trustee(s) makes choice to 

not treat all assets held during 

period (s) of ódeemed segregationô 
as segregated current pension 

assets

ɀ Use proportionate method for 

entire income year

ɀ Need actuarial certificate to claim 
ECPI

Do nothing = Make no choice Do something = Make a choice
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Å 2 members: Graham (68) and Isabelle (70)

Å 1 July 2023 member balances

Å Graham: ABP $1,762,000

Å Elizabeth: ABP $1,474,000

Å No accumulation interests at any point during the year

Å Both members have made enough pension payments to meet the 

minimum pension standards

Do I need an actuarial certificate?
Solely retirement phase for entire financial year
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Warner SMSF

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 a time 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:

  (i)  a person has a total superannuation balance that exceeds $1.6 million; and

  (ii)  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 a time 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)).

(3)  However, the fund is not covered by subsection (2) for an income year if, at all times during the income year, all of the assets 

of the superannuation fund would, apart from subsection 295 - 385(7), be segregated current pension assets.
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Å 2 members: Graham (68) and Isabelle (70)

Å 1 July 2023 member balances

Å Graham: ABP $1,762,000

Å Isabelle: ABP $1,474,000

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

2023

Å Isabelle commenced a new pension with the entire non-concessional 

contribution on 23 August 2023

Å Both members have made enough pension payments to meet the 

minimum pension requirements

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

84

Warner SMSF



Do I need an actuarial certificate?
Solely accumulation to solely retirement phase pension
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1 July 2023

1 July 2023 member balances:

Graham: Accumulation $1,762,000

Isabelle: Accumulation $1,474,000

1 November 2023

Graham and Isabelle commence pensions with their entire 
accumulation balances

     Graham: $1,803,335

     Isabelle: $1,510,248

30 June 2024

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

Solely in accumulation phase Solely in retirement phase



Do I need an actuarial certificate?
Solely accumulation to solely pension
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Option 1: Segregated Method

ÅDefault approach to claiming ECPI, 
no choice made.

Å1 July 2023 to 31 October 2023: 

ÅAll income entirely taxable.

Å1 November 2023 to 30 June 2024:

ÅAll income entirely tax-exempt.

ÅCapital gains and losses 
disregarded.

ÅNo actuarial certificate required.

Option 2: Proportionate Method

ÅTrustee makes specific choice to 
claim using proportionate method.

ÅNo segregated exempt income 
during the year.

ÅECPI = full year assessable 
income x exempt portion.

ÅActuarial certificate required to 
claim ECPI.

"Best" option will depend on specific fund situation



Do I need an actuarial certificate?
Combination of solely retirement phase and mixed
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1 July 2023

1 July 2023 member balances:

Graham: ABP $862,000

Isabelle: ABP $774,000

1 Nov. 2023

Isabelle makes non-concessional contribution of 
$330,000

1 Mar. 2024

Isabelle commences a new ABP for their entire 
accumulation balance of $347,560

30 June 2024

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

Solely in retirement phase Mix of accumulation and retirement Solely in retirement phase



Option 1: Segregated and proportionate method
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Segregated Proportionate Segregated

ÅECPI choice not made.

Å Default method used.

Å Periods solely in retirement 

phase deemed to be 

segregated.
Å Period with accumulation and 

retirement phase pension, 

ECPI claimed using 

proportionate method.

Income $49,087 Income $31,783 Income $43,121

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

$43,121
ECPI = $118,534

Tax exempt income 

proportion = 

82.831%



Option 2: Segregated method
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Å ECPI choice not made.

Å Default method used.

Å Periods solely in retirement 

phase deemed to be 

segregated.
Å Choosing not to claim ECPI for 

period with accumulation and 

retirement phase pension.

Å No actuarial certificate needed.

Income $49,087 Income $31,783 Income $43,121 

Segregated Taxable Segregated 

ECPI = $49,087 + ($31,783 x 0%) + 

$43,121
ECPI = $92,208

Tax exempt income 

proportion = 0%



Option 3: Proportionate method
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Proportionate

ÅECPI choice made.

Å Only proportionate method can 

be used.

Å Actuarial certificate will be 

required.
Å Exempt income proportion will 

apply to all income.

Income $123,991

ECPI = $123,991 x 93.976%

ECPI = $116,522

Tax exempt income 

proportion = 

93.976%



Do I need an actuarial certificate?
Option Comparison

Option 1 (S & P) Option 2 (S) Option 3 (P)

ECPI choice made No No Yes

Actuarial Certificate Yes No Yes

Segregated ECPI $92,208 $92,208 $0

Proportionate ECPI $26,294 $0 $116,522

Total ECPI $118,502 $92,208 $116,522

Taxable income $5,489 $31,783 $7,469
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Consequences of a member death
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Å 2 members: Roger (77) and Emma (73)

Å 1 July 2023 member balances

Å Roger: ABP $1,277,780

Å Emma: ABP $601,004

    Accumulation $520,109

Å Roger passed away 29 January 2024

Century SMSF

ÅExemption to date of 

death

Å Exemption after death

Å Reversionary

Å Death benefit pension



Consequences of a member death
Exemption to date of death

94

Å Show the member passing away

Å Non-reversionary

Å Pension ceases on death

Å Tax exempt from 1 July to 

date of death
Å No pension payments 

needed

Å Reversionary pension continues 

to beneficiary ï will be covered 

further



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

ÅExemption on pension interest continues from death until paid 
out

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

ÅWhen ordering actuarial certificate
ÅEven though pension ceases on death, don't commute, show it 

continuing
ÅDeath prior year, interest not paid out to current year:
ÁCan't show DoD from prior year

ÁComment confirming DoD

ÁShow on date interest paid out
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Consequences of a member death
Commencing a death benefit pension
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1 July 2023

1 July 2023 member balances:

Roger: ABP $1,277,780

Emma: ABP $601,004 - Accumulation 
$520,109

29 Jan. 2024

Roger passes away

ABP is not reversionary

ABP balance $1,291,195

29 Apr. 2024

Emma commences a death benefit 
pension with Roger's total interest

Commencement value $1,320,889

30 June 2024

No pension payments made by Roger

Emma meets minimum on both pension 
interests

28 July 2024

TBAR submitted

Credit value of $1,320,889



Consequences of a member death
Commencing a death benefit pension

ÅCommencement value of $1,320,889, not $1,291,195

ÅEssentially same as regular ABP commencement

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

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

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

ÅOn actuarial certificate application show death benefit pension 
as internal transfer, no need for separate transfer of balance
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Consequences of a member death
Reversionary pension
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1 July 2023

1 July 2023 member balances:

Roger: ABP $1,277,780

Emma: ABP $601,004 - Accumulation $520,109

29 Jan. 2024

Roger passes away

ABP reversionary to Emma

ABP balance $1,291,195

28 Apr. 2024

TBAR submitted

Credit value of $1,291,195

Deferred for 12 months

30 June 2024

No pension payments made by Roger

Emma meets minimum on both pension interests



Consequences of a member death
Reversionary pension

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

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

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

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

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

ÅOn actuarial certificate application show reversionary pension as 
internal transfer, no need for separate transfer of balance
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Failure to meet minimum pension requirements

100

Century SMSF

Roger (77)

1 July 2023 - ABP: $1,277,780

Minimum pension requirements: 
$76,670

$20,000 pension payment made on 

3 May 2024

30 June 2024 - ABP: $1,343,822

Emma (73)

1 July 2023 - Accumulation: $520,109

ABP: $601,004

Minimum pension requirement: 
$30,050

$31,200 total pension payments made 

monthly over the year

30 June 2024 - Accumulation: $558,711

ABP: $610,923



Failure to meet minimum pension requirements
Options to rectify

ÅCan apply to Commissioner for pension to continue, provided:
Å You didn't pay the minimum pension amount in that income year because:

Å an honest mistake resulted in a small underpayment, or

Å there were matters outside of your control

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

Å When you became aware the minimum payment wasn't made, you:

Å made a catch-up payment as soon as practicable in the current income year, or

Å treated a payment made in the current income year as being made in that prior income year

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

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

ÅCan self-assess the underpayment, when:
Å you have failed to meet the minimum pension requirements due to an honest mistake or matters beyond your control

Å the underpayment is only small (it doesn't exceed one-twelfth of the minimum annual payment)

Å all the other conditions are met

Å you haven't previously applied the exception for another income year
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Failure to meet minimum pension requirements
Consequences

ÅRoger's ABP of $1,277,780 
is commuted for tax 
purposes 1 July 2023

Å$20,000 payment 3 May 
2024 now a lump sum

ÅOnly Emma's pension 
contributes to ECPI

Å30 June 2024 TBAR for 
$1,343,822 debit
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Actuarial certificate application 

ÅAdd the pension 
commutation on 1 July 2023

ÅEnsure the payment is 
shown as an accumulation 
withdrawal

Å24.594%

ÅNo impact on actuarial 
certificate



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

ÅRoger intends for the pension to continue in 2025

ÅPension counts as recommencing 1 July 2024

ÅComponents recalculated

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

ÅNo change to Roger's personal TBC

103



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

ÅRoger's pension can't regain SIS Regulation compliance

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

ÅNo TBAR needed for commutation

ÅCommutation and commencement can't be made in arrears

ÅTherefore occurs after realisation of failure to meet minimum pension 
requirement

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

ÅCredit unlikely to match 30 June 2024 commutation debit
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Failure to meet minimum pension requirements
Death benefit pension
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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
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Minimum 
pension not 

made in year 
pension 

reverts to 
beneficary

Pension 
ceases for 

tax purposes 
from 1 July 
of that year

Tax 
exemption 

lost on 
interest for 
entire year

Not 
immediately 
required to 
pay out the 

interest, 
however...

Must 
recommence 

as a 
compliant 

pension as 
soon as 

possible, or 
be paid out



USEFUL RESOURCES
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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 5 tips for 

claiming ECPI

Exempt

Current

Pension

Income

View flowchart View flowchart View flowchart Watch video

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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TIME FOR QUESTIONS
Itôs the end of the session and time to ask any of your burning questions



COMPLIANCE MADE EASY
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Award-winning company compliance, SMSF and investment software
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TIME FOR A
LUNCH BREAK
The next session will begin 1.20pm
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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

Sections
Å17A, 35AE, 35B, 35C(2), 62, 65, 66, 

67, 67A, 67B, 82-85, 103, 104, 104A, 
105, 109, 126K

Regulations
Å1.06(9A), 4.09, 4.09A, 5.03, 5.08, 

6.17, 7.04, 8.02B, 13.12, 13.13, 
13.14, 13.18AA
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Reported SMSF contraventions
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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
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In-house asset

120

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

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 ï the law

SMSF basic conditions 
(s.17A)

ÅNo member an employ of 
another member unless 
relatives.

Collectable rules (Reg 13.18AA)

ÅCannot store at premises of related 
party.

ÅCannot be leased to a related party.

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

ÅCannot be used by a related party.

ÅTransfer to related party requires 
independent valuation.

Lending & providing 
financial assistance (s.65)

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

Acquiring (intentionally) 
asset from a related party 
(s.66)

ÅProhibited unless complies with 
one of the exceptions.
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LRBA rules (s.67A)

ÅLoan from related party subject 
to s.109 SIS Act and s.295.550 
ITAA 1997 Ą NALI rules.
ÅSafe harhour provisions.

In-house asset rules (Part 
8 SIS Act)

Å5% limit.
ÅExceptions.

Armôs length dealings 
(s.109)

ÅInvestments to be made and 
maintained on armôs length 
basis.

ÅUnderstanding rule where 
parties to transaction not at 
armôs length.

Non-armôs length income 
rules (s. 295.550 ITAA 
1997)

ÅIncome more than commercial 
amount.
ÅExpenditure less than 

commercial amount.



Identifying a related party

SMSF

Member

Standard 
employer 
sponsor 
(SES)

Part 8 
associate of 
a member 

or SES
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Part 8 associates

SMSF 
member

órelativeô

Other 
SMSF 

members

Non-
member 
trustee

Non-
member 
director

Partner + 
spouse or 

child

Pôship the 
member 

is a 
partner

Tôtee of 
trust 

member 
controls

Controlled 
company

123

Partnership:

Å General law partnership

Å Carrying on a business

Å Tax law partnership

Å Joint receipt of income

Trust:

Å 3 control tests in s.70E(2)

Å > 50% entitlement

Å Control of trustee

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

Company:

Å Majority voting interest

Å > 50%

Å Sufficient influence

Å Acting per member directions



Relative of member
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Grandparent

Uncle Parent Aunt

SMSF 
member

Brother/spouse of

Niece/nephew

Spouse of member

Child of either 
member or spouse

Grandchild/spouse 
of grandchild

Sister/spouse of

Niece/nephew

ÅSection 10 definition.

Å Section 17A has a slightly different 

definition, to include

Å Great aunt/uncle
Å First and second cousins

Å Former spouse.



Case study

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

ÅThey 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

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

126

TAX U/T
Theo Family 

group (inc 

SMSF).

40% 

investment

Anita Family 

Group (inc 

SMSF).

30% 

investment

Xavier Family 

Group (inc 

SMSF).

30% 

investment



Case study
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TAX U/T
Theo Family 

group (inc 

SMSF).

40% 

investment

Xavier Family 

Group (inc 

SMSF).

60% 

investment



Illegal early access to 
preserved benefits
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Accessing benefits

ÅPart 6 SIS Regulations ï payment standards
ÅRegulation 6.15 ï contribution and benefits taken to be preserved until 

trustee is satisfied they are not

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

ÅDivision 304 ITAA 1997 ï superannuation benefits in breach of 
legislative requirements
ÅAmounts received by member to be included in their personal 

assessable income
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Age is irrelevant and no reference to tax components



Early access

ÅNot necessarily based on age

ÅMore to do with accessing benefits in breach of the payment 
standards, and may include:
ÅPension shortfall for a TRIS1

ÅExceeding maximum limits for a TRIS or MLIS2 

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

130

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

ÅIn years gone by, it may have been tempting to treat withdrawals as a óloan to a 
memberô or a ósundry debtorô in the accounts 

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

ÅSection 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.

ÅParagraph 10, SMSFR 2009/2 ï meaning of borrow money for the purposes of section 67

Åéa borrowing is an arrangement that exhibits two necessary characteristics:

Å a temporary transfer of an amount of money from one entity (the lender) to another (the borrower); and

Å 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)

ÅRepaying óloanô amounts.
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Decision tree

What are the facts of 
the situation?

ÅLoan?

ÅEarly access?

ÅMistake/genuine error?

Loan

ÅLoan agreement?

ÅBreach of section 65

Early access

ÅTrustee penalties

ÅIndividual tax

ÅAttempts to repay, to 
rectify breach likely to be 
treated as contribution

ÅContribution 
caps/restrictions

Mistake

ÅWhat was the mistake and 
how did it occur?

ÅHow many trustees were 
involved?

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

ÅRectify or early engagement & 
voluntary disclosure with the 
ATO 
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Market valuation of fund 
assets

133



The law
S

IS
 R

e
g

u
la

ti
o

n
 8

.0
2

B 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.

S
e

c
ti
o

n
 1

0
 S

IS
 A

c
t "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:

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

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

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

ÅATO communication with 
approximately 16,500 funds

ÅCertain asset classes, 
including property & unlisted 
companies/trusts, had 
valuations recorded at the 
same value for at least 3 
years

ÅMore than 1,000 auditors 
associated with the funds

ÅNo ACR1 lodged. 
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Assets only need to be 

revalued every 3 years

1. ACR ï Auditor Contravention Report



Checking market value in practice
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Use platform 

reporting feature 

to identify when 

property assets 

last had their 
market value 

updated



Checking market value in practice
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Warning if any investmentôs market 

value has not changed for 12 mlonths



ATO concerns
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ñTrustees are reminded that:

Åif 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.

Åas 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 requested by your auditor.ò



ATO valuation guidelines

ÅQC 26343

ÅNot about who, but how

ÅBased on objective and supportable data

ÅNot the auditorôs role to value or determine the value of fund 
assets, rather it is to
ÅAssess documentation and methods used by the trustees to value 

assets

ÅCheck assets have been valued correctly in the fund accounts.
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ATO valuation guidelines

Generally, a valuation is considered fair 

and reasonable where it meets all the 

following:

Åit takes into account all relevant 

factors and considerations likely to 

affect the value of the asset

Åit has been undertaken in good faith

Åit uses a rational and reasoned 

process

Åit is capable of explanation to a third 

party.
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ñWe recommend the use of a 

qualified 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 

complex.ò



Other considerations

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

ÅConsider ongoing obligations before investing
ÅConsider all aspects of the law, not just whether investment can be 

made or not

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

ÅLoans should be valued based on likelihood of recovery, not 
necessarily the outstanding value.
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What are 

SMSF 

auditors 

looking for?
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What are 

SMSF 

auditors 

looking for?
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Residency

146



Complying superannuation fund

óAustralian superannuation fundô requirements outlined in subsection 295.95(2) ITAA 
1997.

óresident regulated superannuation fundô is defined in section 10(1) SIS Act to mean:

ña regulated superannuation fund that is an Australian 
superannuation fund within the meaning of the Income Tax 

Assessment Act 1997.ò

óregulated superannuation fundô has the meaning given by 
section 19 SIS Act: Includes requirement to make irrevocable 

election to ATO that the SIS Act applies to the fund.

Section 42A SIS Act requires an SMSF to be a óresident regulated superannuation fundô at 
all times during the income year it was in existence.
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Australian superannuation fund

ÅAll three tests must be 

satisfied at all times1

ÅTR 2008/9.
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1. Section 295.95(2) ITAA 1997

Establishment 
Test

Central 
Management 
and Control 
(CM&C) Test

Active Member 
Test



Central management and control

CMC = strategic 
decisions

Who, when and 
where the 

strategic decisions 
are made

If outside Aus Ą 
need to establish 

absence is 
temporary

Safe harbour for 2-
year temporary 

absence1

Can be longer 
than 2 years
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Central management and control of the fund is ordinarily in 

Australia

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



Options
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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 an alternate director who is also the memberôs attorney under an 
enduring power of attorney1. The member remains a director.

SMSF converts to Small APRA fund (SAF) Ÿ independent licensed trustee.

Rollover benefits to an APRA regulated fund + wind up SMSF.



Other considerations

ÅChanges should be dealt with before clients go overseas

ÅDo you always know when this is? 

ÅDominate trustee is only source of communication.
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Active member test

SMSF has no active 
members

Test does not apply

SMSF has at least 
one active member

Needs to pass one of 
two tests
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1. 2021 Federal Budget proposed to remove 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 
interests held by active members 

who are Australian residents.

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.



Active member

ÅA 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

ÅMember is NOT an óactive memberô when:

ÅThe member is a foreign resident; and

ÅThe member is not a contributor; and

ÅThe 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.
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Satisfied where the 

member's entitlement to the 

contribution arises at a time 

when the member was an 

Australian resident.

Members drawing a 

pension and not 

contributing are not 

active members



Failing the test

Does not satisfy all 3 
tests at all times

Does not rollover 
member benefits to 
resident regulated 

super fund1

SMSF tax status 
changes from 

ȬÃÏÍÐÌÙÉÎÇ ÔÏ ÎÏÎ-
ÃÏÍÐÌÙÉÎÇȭ

1. Noted on the ATOôs website QC 23312

2. Exempt current pension income
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ÅYear fund becomes non-complying:
ÅIncome includes ñordinary income and statutory income from previous 
yearsò in the year of change of status
ÅAsset value (at start of year) less tax-free portion of the fund

Cannot be 
claimed as 

exempt under 
ECPI2 rules



Disqualified trustees
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Source: Disqualified trustees Register, based on data last updated May 28, 2024.
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TIME FOR QUESTIONS
Itôs the end of the session and time to ask any of your burning questions
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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 2016-17
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CGT relief: what was it?

ÅOne-off opportunity in 2016-17 to lock in tax treatment of capital gains/losses on assets impacted by 

super reforms1. 

ÅIf an election was made to apply the relief in the 2016-17 annual return the decision is irrevocable. 

ÅTrustees had a choice, they did not have to apply the relief even if eligible.

ÅElection to reset the cost base of an asset was made on a per asset basis.

ÅAsset deemed to have been disposed of in 2016-17 year.

ÅMust wait 12 months from date CGT relief applied to be eligible for CGT discount upon sale of asset.

ÅTwo methods for applying CGT relief:

ÅSegregated method where asset solely supporting pension at 9 Nov 16 and ceased to solely support pension prior 

to 1 July 2017:

Å Did not result in an assessable notional gain.

ÅUnsegregated method where asset did not solely support pension from 9 Nov 16 to 30 Jun 17:

Å Results in an assessable notional gain Č  could be deferred until relevant asset actually sold.
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1. Introduction of the transfer balance cap (TBC) from 1 July 2017.



CGT relief documentation required

ÅTrustees will have documented which assets (if any) applied the CGT relief in 

2016-17.

ÅFor each asset the Trustee will (should) have recorded:

ÅThe date at which the CGT relief was applied. 

ÅIf using the unsegregated method whether gain was deferred and if so the deferred gain 

(assessable amount).

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

ÅAny total deferred gain will have been reported to the ATO via the 2017 annual 

return Č 2017 CGT Schedule.

ÅTrustees were responsible for documenting the deferred gain per asset - the ATO 

will not have this information.
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I canôt find the documentation from 2017

ÅCheck the tax return and CGT schedule from 2016-17 to see if CGT relief was applied:

ÅTax return will have óYesô at label 11G óDid you have a capital gains tax (CGT) event during the yearô. 

ÅCGT schedule will identify total gains deferred and gains/losses recognised in year.

ÅSection 8 of 2016-17 CGT schedule:

ÅIf claimed ECPI using unsegregated method then CGT relief would have occurred on 30 June 2017:

ÅMarket value of asset at 30 June 2017 would be basis for the new cost base ċ generally increase to cost base.

ÅResulted in assessable notional capital gain ċ 2016-17 actuarial exempt proportion used to work out deferred 

gain on the asset ċ SMSF trustee(s) could elect to defer until income year asset is sold.

ÅIf had segregated asset determine date ceased to be segregated (any date 9 Nov 16 - 30 June 17)

ÅMarket value at the date ceased to be segregated would be cost base
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CGT event post 1 July 2017: 
checklist

1. Was asset or tax parcel held prior to 1 July 2017?
ÅIf yes, consider impact of CGT relief.

2. Look at records to identify if CGT relief was applied
ÅConfirm the cost base ï this should reflect the market value at the date CGT relief was applied. 

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

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

4. Deal with realised deferred notional gain
ÅCannot be claimed as ECPI

ÅConsider application of current year & brought forward capital losses to realised deferred capital 

gain.
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CGT deferred amount may be realised in an income year 

where all member interests are in retirement phase

CGT Schedule Item 1:

 Current year capital 
gains and capital losses



Issues with CGT relief
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ÅTakeover of company A by company B

ÅCompany A shares exchanged for shares in 
company B

ÅDisregard capital gain on disposal of 
Company A shares

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

Scrip for scrip 
rollover

ÅTransfer asset in SMSF to another complying 
superannuation fund

ÅCGT event disregarded

ÅCost base of asset transferred to new super 
fund

CGT rollover on 
breakdown of 
relationship

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
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Forex exchange gains and losses
SMSF perspective
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Income & expenses

uAverage exchange rate

uSpot rate

Asset buys & sells

uContract date vs 
settlement date

u12-month rule

SMSFôs financial statements and annual (tax) return must be disclosed in 

Australian dollars



Foreign income and expenses
Case study

ÅIn 2023-24, the Atlas Super Fund 

received fortnightly rent from a United 

Kingdom (UK) rental property it owns.

ÅThe rent is deposited into a bank 

account held by the SMSF in the UK.

ÅThroughout the year, miscellaneous 

expenses such as maintenance and 

minor repairs, and agent's fees, for 

the property are paid out of the 

SMSFôs UK bank account.
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It would be reasonable for the SMSF to choose to 

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

ÅIn 2024-25, the Atlas Super 

Fund sells the rental property 

it owns in the UK.
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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

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

ÅOn 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.

ÅDue to fluctuation in the exchange 
rate from contract date to settlement 
date, the SMSF has made a forex 
exchange gain of $0.03 USD.
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As the time from contract date to settlement date is not > 

12 months Č  forex gain not required to be reported Č  

adjusted (reduction) to CGT cost base of acquired shares.

Effectively where Gemstone Super Fund settled on trade 

from Australian currency bank account, amount withdrawn 

will be the cost base.



Foreign currency bank account
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Forex translation methods

FIFO
Retranslation 

election
Weighted average 

basis

$250,000 balance election



Foreign income transactions in practice
Fast ways to upload transactions in foreign currency

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. 

2. 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.

3. 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.
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Simple Fund 360



Foreign tax credits
Limitation on claiming
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Foreign tax credits

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

Claim full amount
Calculate FTO limit 

& apply to claim

But beware 

effect of ECPI 




