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Disclaimer

Smarter SMSF Pty Ltd has taken reasonable care in producing the information found in this presentation and
believes that the information is correct at the time of compilation but does not warrant the accuracy of that
information.

Changes in circumstances may occur at any time and may impact on the accuracy, reliability or completeness
of the information and we exclude liability for any decision taken on the basis of the information shown in or
omitted from this presentation.

Save for statutory liability which cannot be excluded, Smarter SMSF disclaims all responsibility for any loss or
damage which any person may suffer from reliance on this information or any opinion, conclusion or
recommendation in this presentation whether the loss or damage is caused by any fault or negligence on the
part of presenter or otherwise.

© Smarter SMSF Pty Ltd 2018 | ABN 40 623 209 021
Prepared as at 11 March 2020
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Legislation update

Outstanding Legislation

* One-off SG Amnesty for employers to correct Treasury Laws Amendment (Recovering Unpaid Superannuation) Bill 2019
historical super guarantee non-compliance has now received Royal Assent as Act no. 21 on 6 March 2020, with

Amnesty period available until 7 September 2020

Treasury Laws Amendment (Recovering Unpaid Superannuation) Bill 2019

For more information about how the amnesty allows employers to
disclose and pay previously unpaid super guarantee charge (SGC), visit
the ATO website:

https://www.ato.gov.au/Business/Super-for-employers/Superannuation-
guarantee-amnesty/

* Correcting debit value on commutation of a Treasury Laws Amendment (2019 Measures No. 3) Bill 2019 was

Market Linked Pension as a CDBIS. introduced into Parliament on 5 December 2019 - currently before the
* Rollover of super death benefits (15% tax on Senate.
untaxed element upon rollover)



https://www.aph.gov.au/Parliamentary_Business/Bills_Legislation/Bills_Search_Results/Result?bId=r6413
https://www.ato.gov.au/Business/Super-for-employers/Superannuation-guarantee-amnesty/
https://www.aph.gov.au/Parliamentary_Business/Bills_Legislation/Bills_Search_Results/Result?bId=r6466
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Legislation update

Outstanding Legislation

* Allowing voluntary contributions (both CCs & NCCs) to be  Exposure draft issued by Treasury on 5 March 2020 for
made for people 65 & 66 years without having to meet the  <onsultation until 3 April 2020.

‘work test’
Treasury consultation - Improving flexibility of

superannuation for older Australians

* Also extends to the bring-forward rule for NCCs where
member meets relevant TSB requirements.

* Extending ability for spouse contributions up to age 74

* Streamlining the administrative requirements for the Announced in the 2019-20 Federal Budget (held on 2 April
2019) with measures to start on 1 July 2020; no draft
legislation has been issued by Treasury at this time. Senator
Jane Hume recently confirmed the Government’s
commitment to reducing red tape with this legislative
change.

calculation of ECPI.


https://treasury.gov.au/consultation/c2020-62468

Legislation update

Outstanding Legislation

Changing Face of SMSF

* Increase of SMSF membership from 4 to 6

* 3-year SMSF Audit cycle

Recent presentation by Senator Jane Hume at the SMSF
Association National Conference restated the Government’s
commitment to this policy;

Address to SMSF Association Annual Conference

Following closure of the Treasury consultation on 31 August
2018, no draft legislation was issued for this proposal. It
appears unlikely that the Government will revisit these
measures.


https://ministers.treasury.gov.au/ministers/jane-hume-2019/speeches/address-smsf-association-annual-conference-gold-coast

Bills & Treasury
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Treosury measures

Improving flexibility for older Australians

Government announced in 2019-20 Federal Budget changes that would provide
greater flexibility for Australian’s over age 65 in making contributions (both
concessional and non-concessional) from 1 July 2020.

* Treasury has released the following exposure drafts for consultation:

* Treasury Laws Amendment (Measures for a later sitting) Bill 2020: Improving
Flexibility for Older Australians; and

* Superannuation Legislation Amendment (2020 Measures No. 1) Regulations 2020
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Treosury measures

Improving flexibility for older Australians

Once these laws are passed by Parliament they will:

1. Increase the age from 65 to 67 at which the work test starts to apply for
voluntary concessional and non-concessional contributions;

2. Increase the cut-off age for spouse contributions from 69 to 74 years of
age; and

3. Allow individuals age 65 and 66 to be eligible to make up to three years of
non-concessional contributions under the bring-forward rule.
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Treasury measures

Improving flexibility for older Australians

ITAA1997 SIS Regulations

The Bill implements changes to the | Subregulation 7.04(1) will establish a new age category of 65 to under 67
bring-forward rule, allowing and specify the types of contributions that can be made by a member in
eligible individuals under 67 years that age category:

of age to use the bring-forward
NCC cap in a particular financial
year.

* Mandated employer contributions; or

* Employer contributions (except mandated employer contributions)
* Member contributions; or

* Downsizer contributions

Subparagraph (b) (ii), in Subregulation 7.04(1) will be amended to enable
spouse contributions to be made in respect of a member who is under 75
years of age.

Subparagraph (d) (ii), in Subregulation 7.04(1) will be amended to enable
spouse contributions in respect of a recently retired member who is eligible
for the one-year work test exemption




Treasury measures
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Improving flexibility for older Australians

Age at 1 July

62 63 64 65 66 67 68 69 70
Current law 62 63 64 65 66 67 68 69 70
62 63 64 65 66 67 68 69 70
62 63 64 69 70

New law
62 63 64 69 70
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ATO Update

ATO investment strategy guidance

* ATO released additional guidance to help trustees understand areas
including:

What needs to be included in the fund’s investment strategy
Investment restrictions

What ‘giving effect’ to a fund’s investment strategy means
The frequency to review the fund’s investment strategy

The auditor’s role in relation to the fund’s investment strategy
Non-compliance and ATO action via ACR for SISR 4.09 breach

* Likely to be first step towards more detailed guidance
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ATO Update

ATO investment strategy guidance

What needs to be included?

“When formulating your investment strategy, it is not a valid approach to merely specify
investment ranges of 0 to 100% for each class of investment. You also need to articulate how
you plan to invest your super or why you require broad ranges to achieve your investment
goals to satisfy the investment strategy requirements.”
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ATO Update

ATO investment strategy guidance

Asset classes: The ATO accepts the following methods for determining asset class
ranges within an investment strategy

SMSF Investment Strategy Report SMSF Iny ment Strategy Report
icati Indicative asset mix an
Indicative asset mix and asset class strategic ranges formulated d asset class strategic ranges formulated SMSF Investment Strategy Report
[Enter parcentages from 0 — 100% in the table below] [Enter dollar amounts {5} from S0 to tofal fund seets (3) in the table beiow]
Material assets held by the fund
X A tlowfor jons, burnot s
An l1owfor burnotso ol asse
wide 10 bainffecnssl 10 use 55  monitoring 0oL wide 1o be ineffecal o use a5 a monitoring ool. [Enter the materis! assats held by the fund below]
Where you chaose to not. percentages in
should ensure listedin th
Strategic R Strategic Ranges
Asset Class Asset Class From To Benchmark
From To Benchmark
s . " ® © ] .
Asset Name ey Market Value
Australian Shares % % % Australian Shares s s s
5
i [c 5
Austcalan Fised Interest (ncl, deposits 12 months & over) % % % Austrelian Fixed Inferest (incl. deposits 12 months & over) 3 5
y P s 5
Cash (CMT, Deposits < 12 months, Alc balznces) % % % Cesh [GMT, Deposits = 12 manths, A'c balsnoes) i s
Direct P s s s s
Direct Praperty % % = ireot Property
International Sh s s s il
Intermstional Shares % % % ernafional Shares
International Fixed Interest (inol. deposits 12 months & s s B ¥
Internafional Foced Interest (incl. deposits 12 months & over) % % % frnetonal Fixed Inferest ol deposits 12 months & aver)
Listad Pr 5
Listed Froperty % 3 # == Prepeny i : i
i
Mordgages % % % orasaes ¢ i ¢ ¢
Other
Other % % % 5 s 5 H
Fund Total Assets §
100 %




ATO Update

Changing Face of SMSF

ATO investment strategy guidance

Listing material assets

If the trustee chooses not to use
allocated portions of percentages
in the investment strategy, they
should ensure that material assets
are listed within the report,
including reasons why investing in
those assets will achieve the
retirement goals.

Short-term variations

The ATO doesn’t accept that short
term variations to a fund’s
articulated investment approach,
including specified asset
allocations, constitute a variation
from the investment strategy.
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ATO Updates

Auditor’s role

The fund’s auditor will check whether the fund has met the investment
strategy requirements within SISR 4.09 for the relevant financial year.

This means they will check that:

* The SMSF had an investment strategy in place for the relevant financial year
that considered the factors outlined within SISR 4.09 (ATO’s guidance)

* The fund’s investments during the relevant financial year were in accordance
with that strategy

* The strategy had been reviewed at some stage during the relevant financial
year.
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ATO Updates

Fixing compliance issues

Non-compliant investment strategy
If the auditor identifies a breach, trustee can fix the issue by attaching:

* asigned and dated addendum to the strategy; or
* atrustee minute which adequately addresses the requirements.

An auditor will only need to lodge an ACR notifying the ATO of the breach if it
meets the ACR reporting criteria. For most funds, the criteria will be met if either:

* the auditor has identified the same breach in a previous income year and it has been
repeated in the current income year

* itis a breach from a previous year that remains unrectified at the time of audit.
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ATO Updates

What we are observing...

* Arrangements being made for trustees to update
their investment strategy documentation

* where doesn’t exist or fix deficiencies

* Additional trustee minutes where necessary that

deal with heavy asset concentration within the
fund

* Auditors increasing their level of activity around
investment strategies to manage own risk

* Raise in management letters to trustees
* both ATO risk and trustee recovery risk
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ATO Updates

Intermediary LRBA

* ATO has released a draft legislative instrument about intermediary LRBAs

* |HA Determination to cover an arrangement involving an SMSF, holding trust and
lender

* Under the arrangement:

* The trustee of the holding trust borrows money as principal from a lender to acquire the
Single Acquirable Asset (SAA)

* The SMSF maintains the holding trustees borrowing (meaning an indirect borrowing has
occurred)

* Consultation open until 13 March 2020
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TpleclIRER IntermediaryLRBA

full recourse

: <, :
Holding trust %, Holding trust
”
)
o
- . . O(//;S, e ekl Not IHA if SMSF maintains all
Beneficial Not IHA if borrowing - ) borrowing obligations and recourse
interest undertaken by SMSF interest limited to acquirable asset

Personal guarantees Personal guarantees

A

A




ATO updates

No indexation of

transfer balance cap
from 1 July 2020
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ATO Updates

No indexation of TBC

* The All Groups Consumer Price Index (CPI) figure for the December 2019
quarter was published on 29 January 2020 at a figure of 116.2.

* For indexation of the general transfer balance cap to have occurred on 1 July
2020, this figure needed to be 116.9 or higher.

* As aresult, it is now anticipated that the general transfer balance cap is
likely to be indexed on 1 July 2021.
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ATO Updates

Changing Face of SMSF

ATO review of enforcement action

As a result of the Financial Services Royal
Commission, the ATO undertook a review of
their enforcement action process to:

* Assess the effectiveness of their regulatory
powers

* Consider the impact on compliance behaviour
after application of regulatory powers; and

* Identify opportunities to increase the ATO’s
regulatory effectiveness.

Remediate:

Getting the trustee(s) »

back on track

Removal:
Requiring the trustee(s)
to exit the system
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ATO Updates

ATO review of enforcement action

Whilst this is not a shift in the ATO’s stance, the Regulator is continuing to look at
the right balance of support and enforcement.

Their findings identified that:
o Through the use of the ATO’s regulatory powers:

e Their removal powers are being used appropriately
e There appears to be some inconsistency in the application of the full range of enforcement powers

e Over the last 3 years, 75% of administrative penalties were fully remitted
o The effectiveness of the use of these powers:

e Post enforcement action, a significant proportion of SMSFs subsequent compliance (in terms of
meeting lodgment obligations), was significantly below the level of the general SMSF population.
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Changing Face of SMSF

ATO review of enforcement action

The result is that the ATO are taking steps around improving their regulatory
effectiveness through a variety of measures including:

* Updated and refreshed Practice Notes
and Law Administration Practice
Statements

* Provide a recalibrated approach for
education directions and administrative
penalties

* Create a strategic compliance panel for
more complex cases

* Implement a process for monitoring
compliance for all exit pathway actions

SMSF enforcement action

YTD 2019-20

2017-18 2018-19
32 45

Direction to rectify 31 34

Direction to educate (trustees)

Enforceable undertakings 138 131 58

21

Notice of non-compliance 11
Disqualified trustees

Number of SMSFs with penalties

imposed

Net admin penalties raised

Greater utilisation of directions to educate to address poor
post enforcement action compliance
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Changing Face of SMSF

ATO review and response time

Royal Commission into Misconduct in the Banking,
Superannuation and Financial Services Industry

Jan to Apr to Jun Jul to Sep Oct to Dec Janto Aprto Jun Jul to Sep Oct to Dec Janto Aprto Jul to Sep
Mar 2018 2018 2018 2018 Mar 2019 2019 ik 2019 Mar 2020 June 2020 2020

Review
Aug ‘18 Nov ‘18
PSLA 2006/18 ATO
Enforceable review
undertakings
updated
Nov ‘18

PSLA 2006/17
Disqualification
of Trustees
updated

Improving effectiveness

Mar ‘19 Apr 19 Sep ‘19
Response Compliance Targeted
to review Panel consultation
endorsed Reg

Apr ‘19 Bulletin
S.166
PN updated

Mar ‘19 May 19
Education Trustee
direction  disqualification
promotion Register

Jun ‘19

Exit pathway
monitoring

Improving transparency

Oct ‘19
PSLA
2006/19
Notice of
non
compliance
updated

Oct ‘19
Targeted
consultation
S.166 PLSA

Feb 20 Apr 20 Aug 20
Auto sub Publish Publish
SMSF news Reg Bulletin FY20
Feb ‘20 Enforcement
Investment report
strategy
guidance
published Jun 20
Mar 20 Publllsh
publish education &
S.166 PSLA rectification
’ directions
PLSAs
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ATO Updates

Alerts for changes made to SMSF information

To help safeguard the retirement savings of SMSF member and to reduce the risk
of fraud and misconduct, from February 2020 the ATO has started to issue an alert
via email and/or text message when changes are made within to a SMSF.

This includes the following changes:

* financial institution account details A ATO system error resolved

* electronic service address (ESA) An initial error regarding text & email

alerts relating to ESAs were previously
sent to a small number of SMSF

h I h
« members. tAr_FJ(;tees as now been resolved by the

e authorised contact
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Thank you!

T 1300 9594 76 team@smartersmsf.com



