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Exempt current pension income (ECPI)

« ECPI = exempt current pension income
* Reduces a fund’s assessable income
 Eligible if have a retirement phase income stream and minimum pension standards met

- ECPI applies to assessable income including net capital gains, excluding non-arm’s length income and

aSSGSSGb|e Contri bUt|0nS 10 Exempt current pension income

Did the fund pay retirement phase superannuation income stream banefits to one or more members in the income year?

&, you must pay at least the minimmum benefit payment under the law.

- ECPI is calculated annually

MNo ll Go to Section B: Income

Yes :|P Exermnpt current pension income amount A 5 :Ijj’ DD_j’ |:I|:||:|><
Which method did you use to calculate your exempt current pension income?

« Section A item 10 ; ' s

Segregated assets method B| |
] |

¢ Claimed in the SMSF annual return at

i Unsegregated assets method [ |} Was an actuarial certiicate obtained? D
« Section B ltem Y L] es[ ]

Did the fund have any other income that was assessable?

E Yesl iu

to Section B: Income

able

e income, including no-TFN quoted contributions

sas. (Do not complate Section

o' means that you do not have any a

0 Section C: Deductions and non-deductible

no [ ) God



Presenter Notes
Presentation Notes
It does apply to all the fund's assessable income, including the capital gains, but it does exclude non-arm's length income and assessable contributions. ECPI reduces the fund's assessable income, reducing the amount of tax it would otherwise have paid. This is calculated annually and the amount you claim is recorded in the annual return at section A Item 10. 

There are two methods to calculate ECPI and we will take a look at them now.



Claiming ECPI

(sectn 295.390 ITAA 1997) (sectn 295.385 ITAA 1997)

» Must obtain actuarial certificate prior to
lodgement of return.

* Applies to period where fund does not
have segregated assets.

« ECPI = assessable income x exempt
portion € per actuary’s certificate.

 NALI and assessable contributions
cannot be claimed as ECPI.

* Expenses deductible to extent incurred
in earning assessable income €
different methods.

1. But, refer TD 2014/7 which permits segregation of a bank account.

No actuarial certificate required.

Assets solely supporting retirement
phase liabilities € segregated current
pension assets.

Cannot segregated part of an asset’.
Includes periods of ‘deemed
segregation’.

Subject to ‘disregarded small fund
assets’ rule.

CGT events in respect to segregated
current pension assets disregarded.


Presenter Notes
Presentation Notes
Add bit more info on proportionate method, maximising ECPI for proportionate


Claiming ECPI

average value of retirement phase liabilities
average value of superannuation liabilities

Exempt income proportion =

- Daily weighted average so timing matters

More in retirement phase on . .
i Less in non-retirement phase on
average:
 Pension payments and lump average.
y « Accumulation withdrawals
sums later in a year ..
earlier in a year

Pension commencements .- :
.. » Contributions later in a year
earlier in a year




Claiming ECPI

» Specific assets are set aside to support retirement phase income streams
« Can segregate asset to support only part of retirement phase interest

« Cannot segregate part of a single asset to retirement phase and part to non-retirement phase for

tax purposes
* No specific documentation/form required to implement, but

» Part of fund’s investment strategy
 Documented in advance, fund minutes

* Financials showing segregation

» Segregated bank account advised, not required



Phone: 1800 203 123

lllustration of fund liabilities for 2024

100 %

Asset/s segregated to solely
support retirement phase

80 %

60 %

Accumulation balance

40 %

Propartion of fund liakilties

Retirement phase interest
not supported by
segregated assets

20 %

0%

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

Retirement phaze Mon-retirement phase B Segregated pension

& 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 carrectly 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
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Presentation Notes
NOTE: this shows that an SMSF could use both methods for claiming ECPI in the same financial year. Prior to the 2018-19 financial year this was not the common practice, but as part of the introduction of the TBC regime and the CGT cost base reset option, the ATO clarified that an SMSF could indeed use both methods to claim ECPI in the same financial year, depending upon the particular circumstances.


Claiming ECPI

The fund is solely supporting retirement phase income streams over a particular period of time =

fund assets are segregated in those periods = “Deemed segregated”

ATO position clarified with 1 July 2017 superannuation reforms
* Pre 1 July 2017 no resources used to enforce, industry approach = unsegregated method
* Requirement from 1 July 2017

Can have one or multiple periods of deemed segregation during the year

Up until 30 June 2021 was not a choice, question of fact
* Must use segregated method in periods of deemed segregation

Change from 1 July 2021 to allow choice to treat assets as not being segregated pension assets

11
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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.
ECPI choice
Have the trustee(s) made the choice to apply the proportionate method to @No OvYes < W| ” be cove red Iater

claim ECPI for the entire income year?

Illustration of fund liabilities for 2024

Propartion of fund liabilties

Periods of deemed
% segregation
Unsegregated periods
1 2
0%

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

Refirement phase Mon-retirement phase B Segregated pension

& 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
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Presentation Notes
NOTE: this shows that an SMSF could use both methods for claiming ECPI in the same financial year. Prior to the 2018-19 financial year this was not the accepted position, but as part of the introduction of the TBC regime and the CGT cost base reset option, the ATO clarified that an SMSF could indeed use both methods to claim ECPI in the same financial year, depending upon the particular circumstances.


Claiming ECPI

* Annual assessment each 30 June - Section 295.387 of ITAA 1997

« Also applies in first year of the SMSF

« SMSF will have disregarded small fund assets for a financial year if all of the following apply:
At prior 30 June a member was in retirement phase and had over $1.6m total super balance
« The SMSF has a member in retirement phase at any time in the year

- The SMSF is not solely in retirement phase over the whole year?

* |If have disregarded small fund assets must claim ECPI using the proportionate method and obtain

an actuarial certificate

1. $1.6m TSB threshold for DSFA is set in legislation and will not index like the general transfer balance cap
2. Depends on income year 13


Presenter Notes
Presentation Notes
So, what are disregarded small fund assets and what does it mean for the SMSF? This is a test that we need to do each 30 June to determine how a fund is able to claim ECPI. The disregarded small fund asset provision was introduced as part of the super reforms, applying from the 2017/18 financial year onward. 
 
An SMSF will have disregarded small fund assets in the financial year if at 30 June of the prior year, there was a member of the fund who had a retirement phase account anywhere in superannuation and had a total superannuation balance above $1.6 million. Note, that is specifically $1.6 million, it is not indexed. As it looks at total super balance, we're not just interested in what the members have in the SMSF, but we also need to consider the interests that they may have in other super funds. Due to this, we also still do the test for a fund in the first year it has commenced. You can see on the slides a part of the test is also the SMSF not being solely in retirement phase for the entire year but that part of the test does change depending on the income year you are doing the test for and we will cover that soon.
 
If a member has both a retirement phase account anywhere in super and a total super balance, retirement phase and non-retirement phase, over $1.6million, at the prior 30 June that will trigger the SMSF to have disregarded small fund assets. And remember this is a test that looks at all members of the fund, so for example, if we were looking at the 2021/22 income year, we would need to know the total super balances at 30 June 2021 for every fund member. This does also include members who joined or exit in the year as well.
 
Now, if any member of the fund triggers this condition, the whole SMSF will have disregarded small fund assets. And what that means is the fund would not be eligible to use the segregated method for tax purposes. They must claim ECPI using the proportionate method and obtain an actuarial certificate. 

This provision came about as part of the transfer balance cap reforms. It was aiming to prevent funds that were impacted by the transfer balance cap, that had significant accumulation interests, from segregating assets to pension in order to continue to realize those gains tax free. You can imagine you had $10 million and now you've only got 1.6 in pension, but you want to sell an asset. All of a sudden the income on that asset is not entirely tax free like they could have been pre 1 July 17. However, if you could segregate the asset to the retirement phase prior to selling that asset, you could still realize the gains tax free. And that's what this provision is aiming to prevent.

And remember, this is a test you do each year so a fund can move in and out of having disregarded small fund assets each year.



DOES YOUR
-UND HAVE
DISREGARDED
SMALL FUND
ASSETS?

A fund may have disregarded small fund amets
f & member has a total superannuation balance
of over $1.6 million. Use this follow your path
flowechart to see if your fund is affected for the
2021-22 and following income years. Whether
a furd has disregarded small fund assets or not
affects how it can claim exempt current pensicn
ncorme (ECPI).

Phone: 1800 203 123

’ } ABCCURIUM st i@acourum.com.au
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Is the fund an SKSF or
srmall AFRA fund?

Does not have disregarded small
fund assets
The disregarded small fund assets legislation
cinly apples to SMSFs and small APRA funds.
It is only relevant for funds that hawe
retiremnent phase interests during the
NCOATIE YAl

Does not have disregarded small
fund assets
The fund can use the segregated rmethod 1o
claim ECH:

* for ncome earmed an days whene the fund was
solely in retirement phase {ie ne accumulstion or
IESErE ScCaunss)
* Jor ncome earned an assets that tnustees have
elected 10 segregate ta solely suppart retrement
phisss inferests. Bef prachos is bo ensure decisions (o
spgregate wiere made before the start of the income
year andl are well documenged

Has disregarded small fund assets
The fund cannot segregate assets for tax
punposes. The trustess will nesd to obtan an
actuarial certificate and use the proportionats
method fo claim ECPL
Subpect to the fund' trust deed, trustees may sti
ne alble to adopt different investment strategies
for different members for the purposes of
allocating earnings.
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Presentation Notes
Mention resource from website
Download from the Accurium website: click on Actuarial certificates and scroll down to “Helpful resources”.


Disregarded small fund assets

[ 2020-21 and prior income years ]

* 1 July 2017 to 30 June 2021 fund solely in retirement phase could have DSFA
* 100% tax exempt
* Claim ECPI under the proportionate method
 Actuarial certificate required

[ From 2021-22 income year ]

- ITAA 1997 Section 295.387(3)

* Fund solely in retirement phase pension for year won’'t have DSFA
* 100% tax exempt
» Claim ECPI under segregated method
* No actuarial certificate required

15
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Presentation Notes
Do we want to explain make contribution and commence same date. Can then have DSFA but be 100% tax exempt


Does the SMSF have DSFA?

« SMSF 1: 30 June 2023 - SMSF has disregarded small fund assets for 2023/247?
« $330,000 accumulation + $1,420,000 o _
ABP v SMSF has at least one superannuation interest in

retirement phase during 2023/24
At 30 June 2023:

« Member B had TSB of $990,000 — ABP

* 12 February 2024
- Member A withdraws $150,000 and v An SMSF member has a TSB that exceeds $1.6m

commences ABP for $196,000 (entire
remaining accumulation balance) :
phase income stream

* 12 February 2024 to .30 June 2024 _ v During 2023/24 the same SMSF member had a
* SMSF solely retirement phase pensions superannuation interest in the SMSF

v The same SMSF member is receiving a retirement

SMSF 1 does have disregarded small fund assets for 2023/24

Cannot use segregated method for periods consisting wholly of retirement phase account-based type income streams

16



Does the SMSF have DSFA?

« SMSF 2: 30 June 2023

« Member A had TSB of $1.75m >
accumulation

« Member B had TSB of $990,000 > ABP

* 12 February 2024

« Member A commences ABP for $1.83m
(entire accumulation balance)

* 12 February to 30 June 2024
« SMSF solely retirement phase pensions

SMSF has disregarded small fund assets for 2023/247?
v Fund is an SMSF

v SMSF has at least one superannuation interest in
retirement phase during 2023/24

At 30 June 2023:

v An SMSF member has a TSB that exceeds
$1.6m

X The same SMSF member is receiving a
retirement phase income stream

v During 2023/24 the same SMSF member had a
superannuation interest in the SMSF.

SMSF 2 does not have disregarded small fund assets for 2023/24

Can use segregated method for periods consisting wholly of retirement phase account-based type income streams

17



Choice of methods to claim ECPI

There is a period in
the year where SMSF
The SMSF does not assets are solely None of the
The ECPI claim will have DSFA'. supporting retirement retirement phase
be for the 2021-22 or If have DSFA = must phase pensions, but pensions in the SMSF
a later income year use proportionate not for the whole are defined benefit
method for entire year income year. pensions
- ‘deemed
segregation’

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

1. Disregarded small fund assets 18


Presenter Notes
Presentation Notes
ECPI choice is essentially what it sounds like, a choice in the method a fund will use the claim it's ECPI. But first I will actually look at when there will be a choice for a fund.

This rule was introduced from 1 July 2021, so the 2021-22 financial year is the first year this is an option. The fund must not have disregarded small fund assets. As we have already discussed if it has disregarded small fund assets it must claim ECPI using the proportionate method. There must also be a period of the year where the fund was solely in retirement phase pension, deemed to be segregated, but not the entire year. Finally, there cannot be any defined benefit pensions in the SMSF.

When all these conditions are met a fund will have ECPI choice, but what exactly is that choice?


ECPI choice

Do nothing = make no choice Do something = make a choice

Apply pre-2017-18 industry approach

to claiming ECPI:

— SMSF trustee(s) makes choice to
not treat all assets held during
period(s) of ‘deemed segregation’
as segregated current pension
assets

— Use proportionate method for

Apply ATO post 2016-17 approach to

claiming ECPI:

— Use segregated method to claim
ECPI for periods of ‘deemed
segregation’

— Use proportionate method for
period(s) of mixed interests

— Need actuarial certificate to claim entire income year

ECI.DI In proportionate method — Need actuarial certificate to claim
periods ECPI

19
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Presentation Notes
This choice is in the ECPI calculation method the fund will use. It is the option to use either a combination of the proportionate and segregated method, or to solely use the proportionate method.


Note re the choice: no formal election lodged with the ATO. Could be simply a trustee minute/resolution and held on file to show to SMSF Auditor and if ATO does a review.��If fund has periods solely in retirement phase but at other times has a non-ret phase account, and doesn’t have DSFA, then now have a choice for claiming ECPI.


ECPI choice

Illustration of fund liabilities for 2024

If no material one-off
gains/losses or income during
the year

60 %

Income earned relatively uniformly over the year

40 %

Propartion of fund liakilties

ECPI result likely to be similar
whether choice made to be
proportionate or no choice

W Az Sep2 002 Noewdd  Dee2 e Fen2  Madd ez Mapzé  duncs made and segregated

20 %

0 %

M Refirement phase Mon-retirement phase B Segregated pension

20



ECPI choice

Illustration of fund liabilities for 2024

100 %

Multiple capital gains and losses

realized over the full year 0% Capital gain Capital gain
derived derived

Income earned relatively uniformly over the year

Propartion of fund liakilties

Comparative analysis required Capital loss Capital loss
. . 20% R i
for making and not making realised iealised
choice to identify optimal ECPI .
a p p r'oa C h Jul-23 Aug-23 Zep-23 Oct-23 Mow-23 Dec-23 Jan-24 Feb-24 Mar-24 Apr-24 May-24 Jun-24
B Refirement phase Mon-retirement phase B Segregated pension

21
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Mention rule thumb if income earned in seg period use choice, if primarily in unseg don’t apply choice. 


Dad the SMSF consist
wiholly of retirernent phase

DOES AN SMSF HAVE s e o7
A CHOICE OF HOW TO -

CALCULATE AND
L”L....PT

o L .
‘v VIE (EC P
| | |
R " Does thie SMSF have penod|(s)
{niat the whole year) whearna it
conssts wholly of retirement
phase pensions (known
ERAEE cnmns o i = bmi s s a5 pernod(s) of
-:3-.1 = ;Ejy]tsze a choece of tL-IJ.-\.- ila] -_I;J "11 ECPI ‘deamed seqregation’),
fram the 2 income year. Use this fallaw ather than DEF?

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

NO CHOICE MADE

Phone: 1800 203 123

, ACCURIUM achlacounUmLEam .au

AR A CLUNUITL LD AU

CHOICE MADE

Must use proportionate method for
antire inoome year
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Case Study 1 — Elected segregation

Fund information

[

J

Tina (72) and Jaime(74)

1 July 2023 balances
e Tina: ABP $1.5million
« Jaime: Accumulation $800k

1 July 2023 segregation of assets
to Tina’s ABP

* Property $650k

« Shares $110k

« Bank account $20k

Tina makes total pension
payments of $80,000

« $20,000 each quarter
All payments made from
unsegregated assets and pension
payment requirements met

Segregated property sold 20 Nov
2023 ($665k)

Segregated shares sold 4 Feb
2024 ($115k)

24


Presenter Notes
Presentation Notes
2 members, Tina and Jaime. Tina 1.5m pens. Jaime 800k accum. Tina start with 650k prep seg and shares of 110k. During year segregated new shares of 80k. Sold prop and original shares in year (income then becomes unseg). Loss on prop and gain on shares? Loss more than shares. Comparison of ECPI both % and calc comparing no seg to seg. 20 Nov 2023 Sold for $665k. Shares sold 4 Feb for 115k


Case Study 1 — Elected segregation

Illustration of fund liabilities for 2024

100 %

Sale of segregated

o property Sale of segregated Bank account remains
shares segregated for year

60 %

40 %%

ECPI will be claimed using both
segregated and proportionate methods

Propartion of fund liakilities

20 %

0%
Jul-23 Aug-23 Sep-23 Oci-23 Mov-23 Dec-23 Jan-24 Feb-24 Mar-24 Apr-24 May-24 Jun-24

B Refirement phase Mon-retirement phase B Segregated pension
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What is happening in terms of segregation


Case Study 1 — Elected segregation

Illustration of fund liabilities for 2024

100 24

Segregated capital

80 % gain of $140,000 Segregated capital
loss of $13,000

60 %

Segregated income of $21,000

40 %

Propartion of fund liakilities

Unsegregated income of $118,000

20 %
Unsegregated capital
loss of $22,000

0%
Jul-23 Aug-23 Sep-23 Oci-23 Mov-23 Dec-23 Jan-24 Feb-24 Mar-24 Apr-24 May-24 Jun-24

B Refirement phase Mon-retirement phase B Segregated pension

26
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What is happening with income, capital gains and losses


Case Study 1 — Elected segregation

Proportionate Income Segregated Income

« Exempt income proportion
of 58.378%

« ECPI =$118,000 x
58.378%

« ECPI = $68,886.04

 Taxable income =
$49.113.96

« Capital loss carried forward

» Segregated capital gain
of $140,000 disregarded

» Segregated capital loss
of $13,000 disregarded

» Segregated assessable
income of $21,000 -
100% ECPI

27
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Graph and ECPI calc for seg


Case Study 1 — Elected segregation

llustration of fund liabilities for 2024

100 %
20 %
E 60 %
£ Unsegregated income of $139,000
ag 40 %%
g. .
. Unsegregated capital Unsegregated capital Unsegregated capital
20 5 gain of $140,000 loss of $22,000 loss of $13,000

0 %

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

B Refirement phase Mon-retirement phase B Segregated pension
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64.600%. Not a choice, fund has already implemented elected segregation, needs to claim ECPI on that basis


Case Study 1 — Elected segregation

Proportionate Income

« Exempt income proportion of 64.600%

« Net capital gain = $140,000 - $22,000 -
$13,000

 Net capital gain = $105,000 x 2/3

 Net capital gain = $70,000

« ECPI =($139,000 + $70,000) x 64.600%

« ECPI = $135,014

 Taxable income = $73,986

* No segregated income

29



Case Study 2 — Deemed segregation

Fund information

[

J

Sarah (68) and Vincent (67)

1 July 2023 balances
« Sarah: ABP $515k
« Vincent: ABP $622k

Sarah makes non-concessional
contribution 12 Dec 2023 for $330k

Sarah commenced pension 1 June
2024 for $341k (entire accumulation
balance)

Sarah makes total pension
payments of $26,000

« $6,500 each quarter
Pension payment requirements
met

Vincent makes total pension
payments of $32,000

- $8,000 each quarter
Pension payment requirements
met

30
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Presentation Notes
2 members, Sarah and Vincent. 1 July entirely pens 515k and 622k. Sarah 330NCC 12 Dec. 1 June Sarah pens comm entire bal $341k.


Case Study 2 — Deemed segregation

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 CYes
claim ECPI for the entire income year?

Illustration of fund liabilities for 2024 ECPI Wl” be Clalmed US|ng
both segregated and

Segregated income proportionate methods
of $22,000

Unsegregated income

Segregated capital of $51,000

loss of $17,000

Proportion of fund liabilties

Segregated capital : Segregated
gain of $12,000 n income of $5,000

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

0%

B Retirement phase Mon-retirement phase B Segregated pension
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Bal out of seg period M1: 512000    M2: 618000
77.234% exempt



Case Study 2 — Deemed segregation

Proportionate Income Segregated Income

« Exempt income proportion « Segregated capital gain

of 77.234% of $12,000 disregarded

« ECPI =$51,000 x 77.234% « Segregated capital loss

* ECPI = $39,389.34 of $17,000 disregarded

’ Eﬁaab{% peome = - Segregated assessable
S income of $27,000 —

100% ECPI
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Case Study 2 — Deemed segregation

Choice of ECPI calculation method .

Segregated income
of $22,000

& 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 ECPI W|” be C|a|med
solely using the

segregated method

Segregated capital Unsegregated income
loss of $17,000 of $51,000

Propartion of fund liabilities

Segregated capital Segregated
gain of $12,000 income of $5,000

'
0%

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

B Retirement phase Hon-retirement phase B Segregated pension
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Case Study 2 — Deemed segregation

Proportionate Income Segregated Income

 No actuarial certificate
obtained

« Exempt income proportion
of 0%

« ECPI = $51,000 x 0%
« ECPI =$%0
« Taxable income = $51,000

« Segregated capital gain
of $12,000 disregarded

» Segregated capital loss
of $17,000 disregarded

» Segregated assessable
income of $27,000 —
100% ECPI
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Case Study 2 — Deemed segregation

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
propartionate method for the whole year.

Have the trustee(s) made the choice to apply the proportionate method to CONo @ Yes
claim ECPI for the entire income year?

Illustration of fund liabilities for 2024 ECPI W|" be C|a|med
solely using the

proportionate method

50 % Unsegregated income of $78,000

40 %

Propartion of fund liabilties

Unsegregated capital Unsegregated capital
o gain of $12,000 loss of $17,000

0%

Jul-23 Aug-23 Sep-23 Oct-23 Now-23 Dec-23 Jan-24 Feb-24 MMar-24 Apr-24 MMay-24 Jun-24

B Refirement phasze Mon-retirement phase B Segregated pension
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Case Study 2 — Deemed segregation

Proportionate Income

« Exempt income proportion of 87.979%
* Net capital gain = $12,000 - $17,000
 Capital loss carried forward = $5,000

« ECPI =$78,000 x 87.979%

« ECPI = $68,623.62

« Taxable income = $9,376.38
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Case Study 2 — Deemed segregation

ECPI choice made

Actuarial Certificate Yes
Segregated ECPI  $27,000
Proportionate ECPI $39,389.34

Total ECPI $66,389.34
Carried forward $0
capital loss

Taxable income $11,610.66

No
$27,000
$0
$27,000
$0

$51,000

“‘Best” option is Option 3 —

Solely proportionate method

Yes

$0
$68,623.62
$68,623.62
$5,000

$9,376.38
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Case Study 3 — Hybrid segregation

Fund information

[

J

Amelia (83) and Frank (79)

1 July 2023 balances
« Amelia: Accumulation $278k
 Frank: ABP $922k

1 July 2023 segregation of assets
to Frank’s ABP

« Shares $182k

« Bank account $12k

Amelia commenced pension 15 Feb
2024 for $293k (entire accumulation
balance)

Amelia makes a pension payment of
$10,000 on 20 June 2024
Frank makes total pension payments of
$60,000

« $5,000 each month
Pension payment requirements met
(no payments made from elected
segregated assets)
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Case Study 3 — Hybrid segregation

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 OvYes
claim ECPI for the entire income year?

Illustration of fund liabilities for 2024 ECPI Wl” be Clalmed US|ng
both segregated and
Segregated income of $16,000 proportionate methods

60 %

Segregated
income of
$32,000

Propartion af fund liakilties

Unsegregated income of $52,000

20 %

0%

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

B Refirement phase Mon-retirement phase B Segregated pension

39


Presenter Notes
Presentation Notes
71.840% exempt


Case Study 3 — Hybrid segregation

Proportionate Income Segregated Income

« Exempt income proportion  Elected segregated income
of 71.840% of $16,000 — 100% ECPI

« ECPI = $52,000 x 71.840% « Deemed segregated

- ECPI = $37.356.8 income of $32,000 — 100%

* Taxable income = ECPI

$14,643.2
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Case Study 3 — Hybrid segregation

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?

lllustration of fund liabilities for 2024 ECPI will be claimed
solely using the
Segregated income of $16,000 seg regated method

% 60 % Seg regated
5 income of
; o Unsegregated income of $52,000 $32,000

0%

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

B Refirement phase Mon-retirement phase B Segregated pension
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Case Study 3 — Hybrid segregation

Proportionate Income Segregated Income

« Exempt income proportion  Elected segregated income
of 0% of $16,000 — 100% ECPI

« ECPI = $52,000 x 0% « Deemed segregated

- ECPI = $0 income of $32,000 — 100%

e Taxable income = $52,000 ECPI
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Case Study 3 — Hybrid segregation

Choice of ECPI calculation method

& Thisfund 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 CONo @Yes

claim ECPI for the entire income year? ECPI Wi” be Claimed
Illustration of fund liabilities for 2024 Solely US|ng the
proportionate method

60 %

Unsegregated income of $100,000

40 %

Prepaortion of fund liakilties

20%

0%

Jul-23 Aug-23 Sep-23 Oct-23 Mov-23 Dec-23 Jan-24 Feb-24 Mar-24 Apr-24 IMay-24 Jun-24

B Refirement phase Non-retirement phase B Segregated pension
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Case Study 3 — Hybrid segregation

Proportionate Income

« Exempt income proportion of 85.128%
« ECPI = $100,000 x 85.128%

« ECPI = $85,128

« Taxable income = $14,872

* No segregated income
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Case Study 3 — Hybrid segregation

ECPI choice made

Actuarial Certificate Yes No Yes
Segregated ECPlI  $48,000 $48,000 $0
Proportionate ECPI $37,356.8 $0 $85,128
Total ECPI $85,356.8 $48,000 $85,128
Taxable income $14,643.2 $52,000 $14,872

Option 1 and Option 3 essentially the same.

However, Option 3 no longer has elected
segregation as intended.
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Questions and Answers

SLIDO — ask your questions and vote for your
favourite
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