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Advanced Asset Protection And Structure Techniques
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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, 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.

General Advice Warning

Any information or advice provided during this event is general in nature and does not take into account
the particular objectives, financial situation or needs of any person. The material and opinions of the

presenter should not be relied upon as your personal circumstances have not been taken into account.
We recommended you seek further professional and personal advice from an appropriately qualified
adviser.
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Self-Managed Superannuation
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Thinking of setting up a SMSF?

* Have you got enough?

* What options do you have if you haven’t got enough?
¢ What will be the time commitment?

* Do you have adequate experience/knowledge?
¢ What's the process?

* How long does it take?

¢ Individual verses Corporate Trustee
* How much does it cost to both set up and to operate?

Note - Always seek specialist advice before setting up a SMSF
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WHAT ARE TRUSTEES RESPONSIBLE FOR?

Consider
insurance for

Lodge tax

members Administer

returns annual

audits

Comply Maintain

with Trust all fund
Deed records
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SMSF Set up Process

* Advice (Personal Statement of Advice)
« Set up Corporate trustee (Special Purpose Company)

* Set up the Self Managed Superannuation Fund
* 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
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Sole Purpose Test

It is to ensure that SMISF’s are maintained for the purpose

of providing benefits to members upon their retirement,
or their dependents in the case of a member's death

before retirement. ” ,-
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What can a SMSF invest in?

SMSFs have wider investment choices than other funds including:

* Cash, term deposits, fixed interest securities

* Direct shares (Australian and International)

» Direct property (Residential and Commercial)

Wt Cow T
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* Listed and unlisted property trusts

* Managed discretionary accounts aMeT?
* ETF’sand LIC’s :

* Mortgage Funds
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What can a SMSF invest in?

SMSFs have wider investment choices than other funds including:

* Managed Funds

* Government or corporate bonds

 Precious Metals / Commodities S
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Appetite for risk

¢ All investment carries risk and can suffer losses

¢ Risk verses Return trade-off
*  What is your Risk Profile, are you a;

* Conservative Investor

* Moderate Investor
* Balanced Investor

¢ Growth Investor

* Aggressive Investor
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Asset Allocation/Diversification

What % of the following asset classes AP

would you be comfortable with?

Expected Risk

e Cash
* Fixed Interest
* Property

e Australian Shares

* International Shares »

e Other? Mortgage Funds? —

Exoected Return
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We can’t control the market?
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Focus on what you can actually control:

*  Strategy
*  Ownership structure
e Tax/Cost

*  Asset allocation/managing risk \‘
*  When we buy and when to sell (time in the market)

*  Financial education and communication with your

professional team as it drives better decisions
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Accumulation Account

Contributions Tax

e 15% < $249,999 total income
e 30% > $250,000 total income

Income Tax

pr i
* 15% on investment earnings

Capital Gains (>12mths)

*  10% effectively (15% but only 2/3 assessable)
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Pension Account

Limited by Transfer Balance Cap (Currently $1.6m)

Income

* Income in the Pension Account is Tax Free

Capital Gains (>12mths)

* Capital Gains on sale of assets in Pension Phase

are Tax Free
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Accumulation verses Pension Phase

Accumulation Accumulation

$50,000

Pension Pension

$300,000 $450,000
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Total Superannuation Balance (TSB)

Your total superannuation balance is relevant for determining your eligibility for:
* Unused concessional contributions cap carry-forward

* Non-concessional contributions cap and eligibility for the 2yr bring forward
rule

* Government co-contributions

* The tax offset for spousal contributions
Total superannuation balance is generally calculated on the 30t June each year

and is calculated as the sum of all your accumulation and pension account
values.

This includes a defined benefit income stream at its commencement value.
LRBA’s entered into after 15t July 2018 are also added to your TSB.
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SMSF and Land Tax

Complying SMSF’s are entitled to a land tax threshold in the relevant state.

“ Land Tax Free Threshold for 19/20 Land Tax Free Threshold for 20/21

New South Wales $692,000 $734,000
Victoria $250,000 $250,000
Queensland $349,999 $349,999
Western Australia $300,000 $300,000
South Australia $391,000 $450,000
Tasmania $24,999 $24,999

Northern Territory No Land Tax Payable No Land Tax Payable

ACT No Threshold No Threshold
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Why invest in property through a SMSF?

* Increased transparency and control

* Concessional tax rates range from 0% to 15%

* Concessional superannuation contributions

* An SMSF can purchase your business premises

* Strong asset protection

* Investment income and capital gain may be tax-free in pension phase

* Contribution can be consolidated balances of up to 4 members
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What type of property is best for your SMSF?

Dependent on your timeframe and goals

to hold or liquidate in retirement. 77 J ""

* Age 20-40

* Age 40-50
* Age 50-60

* Age 60 and over
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What ways can a SMSF invest

in property?

Direct

* Buy outright
* Limited Recourse Borrowing

Arrangement (LRBA)

In-Direct
Listed Property Trusts (A-REIT’s)

Unlisted Property Trusts
Ungeared Unit Trust 13.22 (Related Party)

Geared Unit Trust (Unrelated Parties)
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SMSF and Asset Protection

An SMSF is subject to the same risks from its assets as any other structure.
If the asset is the source of the risk, other assets are at risk.

_—
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SMSF and Asset Protection

Separate legal entities can be used to quarantine assets.

This will result in additional set up and admin costs.

SMSF

2nd SMSF Unit Trust Bare Trust

Trustee

T Units solely or partially owned by the SMSF l: Sole Beneficiary SMSF
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Buy outright

Ownership options:

1.Tenants in Common (not very common)

2.Directly on Title;

v" Think about the trustee structure,
Trustee ATF Super Fund.

v" May consider a standalone Fund or

using a 13.22c Unit Trust.
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Limited Recourse Borrowing

Arrangement (LRBA)

Generally SMSF’s trustees are prohibited from borrowing
money, one exception is Section 67A (SIS Act);

v" Must be Limited Recourse

Must be held on trust (special holding trust)
Must be a single acquirable asset

AN

Rights of the lender or any other person is

limited to the single acquirable asset
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The Structure Required when using a LRBA

SMSF receives
the rent and pays Custodian

Custodian Trustee

SMSF Special
Contracts on the

Purpose
Trustee the mortgage and

Company expenses

Trustee
Company

Property

SMSF Borrows under a LRBA

Lease to be

BANK
drawn in the ' ' ' ‘

Self Managed Fund

S name of the
Custodian Lender takes

SVISF Deposandlcos security over
ays Deposit an 0sts
R Holding/Bare Trust ~ the property
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Property Restrictions when Borrowing

* Unable to purchase assets from any related party, except if the

property is classified as Business Real Property

* Residential Property can not be lived in or leased by any related party

* Single Acquirable Asset Rule

* Original Asset vs Replacement Asset

* Whilst a property is subject to an LRBA, it must not be dealt with
in such manner that constitutes the ‘replacement’ of the original

asset for which the arrangement was entered.
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Related Party LRBA

* Superannuation law allows your SMSF to borrow from a related party
(this includes YOU)

* Loan must by on “commercial terms”

* New ATO safe harbour guidelines have been issued

Bank LRBA

* Residential LVR’s can be up to 80%, but most products now at 70%

e Commercial LVR’s can be up to 75%, but most lenders are 65%

* Can have additional bank application and legal fees — Guide $2-3K
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The Devil is in the detail!
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Mitigating Risk with Personal Insurance

Life Insurance

r Cor;r)any ﬁ

Issues a life : . SMSF owns the policy and
i i Following a claim, insurance
;gsg;/‘agge policy proceeds paid to the SMSF makes premium payments

from funds’ assets

SMSF will pay proceeds to Member contributions are
the member or beneficiary(s) typically made to meet
as and when appropriate the premium payments
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Reducing Leverage by Retirement

SUPER RATE OF TAX = 15%

SUPER RATE OF TAX = 0%
CAPITAL GAINS TAX = 10%

CAPITAL GAINS TAX = 0%

AGE 25 35 a5 55 65 75 85
30yrs 20yrs 0
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LRBA Tips and Traps

* Always seek professional financial advice in advance

* Lenders will most likely require a “Financial Advice Certificate”
* Be “market ready”

* Make sure the structure is right and correct name on contract
* Remember the Single Acquirable Asset Rule

* Beware of “off the plan” and “house and land”

* Must maintain the integrity of the original asset
* Need to appropriately document the transaction to avoid “double duty”

* Trustee needs to consider risk insurance needs of the members
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