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WiiDOM

General Advice Disclaimer

The notes and material discussed in this presentation are based on the
Australian superannuation and taxation law and are provided on the
understanding that they are for educational purposes only.

WiZDOM Wealth, it’s associated entities, employees and advisors exclude all
liability relating to relying on the information contained within.

Whilst every care has been taken in their presentation taxation and
superannuation rules are continually changing and ongoing review of the
laws is recommended.

Before making any financial or investment decisions, we recommend you
consult your qualified Financial Planner and Accountant to take into account
your particular investment objectives, financial situation taxation concerns
and individual needs.

WiiDOM
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Taxing Superannuation
The big advantage

Super in pension phase
after retirement:

* Income Tax* — 0%
(Retired over 60, otherwise 65) \.

+ Contributions Tax — 15 - 30%
+ Capital Gains Tax* — 0%
*Subject to the Transfer Balance Cap Wi. . DOM

Accumulation & Pension Phase

Accumulation | Pension*

15% tax on Income No tax on income
(Retired over 60)

WiiDOM

Transfer Balance Cap (TBC)

Cap on transfers from accumulation to pension phase

Currently set at $1.6m but to index up to $1.7m on 1t July 2021

Every Individual will have their own TBC between $1.6m and $1.7m

UPDATE

Transfer
Balance

Cap

Increase
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Contributions
M SUPER
CONCESSIONAL

(t gﬂ!f)‘/ﬁ fay)

NON-CONCESSIONAL
fter. Te)

WiiDOM

What can | Contribute?

Concessional ‘Carry forward' )
concessional

General Cap (all ages) contributions cap

FY 2020/21 - $25,000 )

Carry Forward Provision

* Beginning 13t July 2018 introduction of “Carry forward”
Concessional Contributions on a rolling basis for 5yrs
available to members with a total superannuation
balance < $500,000

WiiDOM

- Carry Forward
. Concessional Contributions

Used Used Used
$10k $10k $15k Used
$20k

12018/19| [2019/20] |2020/21| |2021/22| [2022/23]
' Inthe 2022123 FY, a otal concessional contrbution of $70k could be made
WiiDOM
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What can | Contribute?

Non-Concessional

+ 2020/21 FY $100,000 per annum

* Due to index up to $110,000 on 1st July 2021

* “Bring forward Rule” allows you to bring forward a
further 2 yrs of Non-Concessional Contributions

+ Available to members with less than:
+ $1.6m Total Super Balance for the 20/21 FY

+ $1.7m Total Super Balance for the 21/22 FY
Wi DOM

What can | Contribute?

Sale of a Small Business Active Asset
* Retirement exemption — Lifetime Limit $500,000*
* 15-year asset exemption — Currently $1,565,000*

There are a number of conditions that need to be met to be eligible for
any small business CGT concessions or exemptions.

First, the small business must either:

» Not have an annual aggregated turnover of $2 million or more; or

» The asset sold must have been used in a closely connected business;
» The business owner’s net assets must be less than $6 million

» The asset being sold must also meet the active asset test

* No Total Super Balance (TSB) restrictions Wi._.DOM

Downsizer Contribution

» From 1st July 2018, if you are 65 years old or older and meet the
eligibility requirements, you may be able to choose to make a
downsizer contribution into your superannuation of up to
$300,000 from the proceeds of selling your home.

» The downsizer contribution is not a non-concessional contribution

* It can also still be made if the member’s total super balance is
already greater than $1.6m

* Must be from proceeds of the sale of your PPR (that you have
owned for 10yrs or more) and made within 90 days of receiving
the proceeds.

* No Total Super Balance (TSB) restrictions Wi DOM
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In-Specie Contributions

+ Contributions to your fund in the
form of an asset other than money.

* What assets are allowed to be
in-specie contributed to a SMSF:

« Listed Shares and Securities

* Business Real Property

WiiDOM

Business Real Property

What does business real property mean?

The definition of BRP for superannuation
purposes includes any freehold or

leasehold interest in real property where
the property is used wholly and

exclusively in one or more businesses.

NSW Section 62A $500 concessional flat rate

vic Section 41 Exemption

WA Section 122 Nominal duty of $20

alp Stamp Duties Act 2001 (QLD) No exemption

SA Stamp Duties Act 1923 (SA) No exemption Wi h mM

When can you get access

to your Superannuation?

Main events:

* Reach age 65
* Reach Preservation age and retire

» Reach Preservation age (not .‘

retired) and begin a transition to
retirement strategy (rules apply)

« Financial hardship

WiiDOM

| KOVE 42 KKnowledge Source

REALESTATE



When can you get access
to your Superannuation?

Preservation Age

Date of birth

Before 1 July 1960 55
1 July 1960 - 30 June 1961 56
1 July 1961 - 30 June 1962 57
1 July 1962 - 30 June 1963 58
1 July 1963 - 30 June 1964 59
From 1 July 1964 60

COVID19 - Temporary reduction
of minimum pension payments

Who is eligible?
« All account-based pension holders

Age Minimum annual pension payment W "i:*;“,';":;".‘:‘:':;"“;"xr'm"'
Under 65 4%
65-74 5%
75-79 6%
80-84 7%
85-89 %
90-94 11% 5.5%
95+ 14% ™

!
' VEJ =

ri ghlt

for you?
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Pros and Cons of SMSF’s

4

* = L 4 C
Greater control  Wide invesiment Significant trustee  Time/costs of
and compliance  administration
obigations
= $400,000 -
= ‘ $500,000

Generally require at

E Investment least this amount 1o
b 9 be cost effoctive

h
jo!

Self Managed Super Funds

« How much do you generally need? [ smsF |
* What's the process to set up a SMSF? 75 @)

* How long does it take?
o
* How much does it cost? —

(To set up and to operate?)
* Who can have one?

- 18 years, max age to set one up? ~

- Maintaining Australian Tax Residency? A
- Bankrupts, previous convictions (fraud etc)?

WiiDOM

The Structure of an SMSF

TRUSTEE

(Should be a Special Purpose Company)

SMSF

T
MEMBERS

Maximum of 4 Members*

*Proposed to increase to 6 members by July 2021 Wi DOM
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SMSF Set-up Process

Advice (Personal Statement of Advice)

Set up Corporate trustee (Special Purpose) and SMSF Deed

Apply for the ABN and TFN for the SMSF
Sign Trustee Declaration with 21 days of becoming a Trustee

Create the funds written Investment Strategy

Set up funds main operating bank account
Completion of full or partial rollovers from existing funds

(Ensure no loss of insurances)
Replace Life/TPD Insurance if appropriate

Purchase investments in line with investment strategy

WiiDOM

WHAT ARE TRUSTEES RESPONSIBLE FOR?

Lodge tax

retums

WiiDOM

Can a Super Fund Pay For?

« Set up of the Fund?

* Insurance?
* Administration for the Fund?

+ Ongoing financial advisory services?

* Remuneration payments to Trustees?

* Training expenses to train Trustees?
* Personal expenses or anything that

provides a current benefit?

| KOVE
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SMSF Annual Compliance

As a trustee you have a number of administrative obligations.

Including, but not limited to:
* Appoint an SMSF auditor

* Value the funds assets annually
» Lodge SMSF annual returns

» Accounting records and minutes

(some records need to be kept for 10 years
* Notify the ATO of changes

*NOTE: The ATO takes activities in a SMSF VERY seriously

and actively monitor for breaches Wi DOM

Fines and Penalties

|
a0

ATO can issue fines of up to $12,600 per penalty to the Trustee
Examples — these are only some penalties

* Failure to prepare financial statements $ 2,220
* Providing financial assistance to members $13,320
* Failing to comply with ATO education directive $ 1,110
« Contravention of the in-house asset rules $13,320

- Failing to keep trustee minutes for at least 10yrs $ 2,220

In addition to the above fines, the ATO can also issue
Education and/or Rectification Directions to the Trustee/s

WiiDOM

SMSF Trustee Education

We encourage new and existing Trustee’s about SMSFs and the
environment they operate in.

The Self-Managed Superannuation Fund Trustee Education
Program, is a free program designed to educate trustees of

SMSFs to understand their role and responsibilities.

www.smsftrustee.com

Setting Up A Seif '
Manoged Super Fund

¢

s -

-
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Expected Risk

Fxnected Return

WiiDOM

Existing SMSF Housekeeping

+ Are your reporting requirements up to date?
* When was your SMSF’s Trust Deed last

updated? Does it take into account all the
recent super reforms?

* Have you got a Special Purpose Trustee
Company acting as Trustee?

* Is your Investment Strategy current?

Does it need updating?
» Have you got a valid Death Benefit

Nomination’s?

WiiDOM

Buying property with your

SMSF, what can be done?

With Borrowings

Without Borrowings

| LOVE
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The required structure to borrow

IV SMSF receives Custodian
pecia ; Trustee
Purpose the rent and pays Custodian
Trustee the mortgage and Trustee Contracts on

Company expenses Company the Proper‘(y

" BANK
SMSF Borrows under a LRBA

Lease to be ' ' ' l
Self Managed Fund drawn in the
name of the

Lender takes

S Custodian security over

the property

:
Holding/Bare Trust

URYE

Plan to reduce leverage by

Retirement

SUPER RATE OF TAX = 15% BUPER RATE OF TAX = 0%
) CAPTTAL GAINS TAX = V0% CAMTAL GANE TAX = 0%

a8 I as 4 ) ] as

URYE

Unit Trusts and SMSF’s

Related Party (Ungeared) Regulated 13.22¢ Unit Trust

An SMSF can acquire units in an ungeared unit trust to acquire

direct property.

v’ Can include other unit holders (including related parties)
v’ Can acquire Commercial or Residential Property

v’ Can manufacture growth:

* Renovation | Subdivision | Construction

*Needs to adhere to the strict requirements outlined in SIS R 13.22¢
No borrowing on the property owned in the Unit Trust

OVE Wi DOM
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Unit Trusts and SMSF’s

Unrelated Party (Geared) Unit Trust

This is where no member or related parties control the trust - i.e.
own > 50% of the Units or exercise sufficient influence

* Can have more than 2 parties and can comprise of SMSF,
Company, Discretionary Trust and Individual ownership

* Generally treated as a normal Unit Trust for borrowing but
you must be dealing at a Commercial Level

Considerations

* Make sure your funds trust deed/investment strategy allow it
« All unit subscriptions must always be at market value

WiiDOM

Begin with the end in mind

* When will you wind-up the fund?

¢ Understand the wind-up process and potential costs?
* Age and specific requirements of the members?

* Lost capacity of a member?

Would a Family SMSF work for your family?

WINDING UP YOUR SMSF

K('cp the end IN sight!
d

WiiDOM

Advanced SMSF and

Structuring Online Course

Virtual Event generally in

July, last years recording is

assessable within the

Members Only Website
under Ultimate Training

| KOVE

4
Knowledge Source
REAL ESTATE 49 k\ 9



37

Wi..DOM Advisory

Email — advisory@wizdom.com.au

1300 WIZDOM

We can help with:
« Superannuation Advice and Consolidation * Assessing the viability of

a SMSF for you « SMSF set up and implementation « Ongoing
Superannuation/SMSF Advice and Management « Personal Insurances
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Superannuation

Action Required:

Who do | need to contact?

Time Frame:

| KOVE
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