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Poll #1

Which of the following can an SMSF own (select all that apply):

a) Bank account denominated in a foreign currency
b) Crypto assets

c) Residential property located offshore

d) Commercial property located offshore

e) Holiday rental located in Australia

f)  Artwork

Racehorse

(@)
S
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What can an SMSF invest into?

« Broadly, there are no restrictions

HOWEVER

« There may be limitations on who assets can be purchased from

« There may be limitations on how much the SMSF can have invested in a particular asset

* There may be restrictions on what can be done with an asset

« There may be additional obligations surrounding certain asset ownership

« The SMSF Trust Deed may impose additional restrictions / obligations over and above these
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SMSF investment considerations

SMSF investment options will broadly be covered by one (or more) of the following:

Least
4\
0 SIS legislative requirements / constraints
2
e SMSF Trust Deed restrictions %
L
e SMSF Investment Strategy considerations 8

Most
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Poll #2

Under superannuation law, is an SMSF’s investment strategy required to be in writing?

a) Yes
b) No
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SMSF investment strategy — the legal requirements

SIS Regulation 4.09(2)

The trustee of the entity must formulate, review regularly and give effect to an investment strategy
that has regard to the whole of the circumstances of the entity including, but not limited to, the
following:

a) the risk involved in making, holding and realising, and the likely return from, the entity's
investments, having regard to its objectives and expected cash flow requirements;

b) the composition of the entity's investments as a whole, including the extent to which they are
diverse or involve exposure of the entity to risks from inadequate diversification;

c) the liquidity of the entity's investments, having regard to its expected cash flow requirements;
d) the ability of the entity to discharge its existing and prospective liabilities;

e) whether the trustees of the fund should hold a contract of insurance that provides insurance
cover for one or more members of the fund.
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Discussion question

“The trustee of the entity must formulate,
review regularly and give effect to an
Investment strategy that has regard to the
whole of the circumstances of the entity ..."
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Segregated v unsegregated investments / accounts etc

« Tax v accounting/admin

 Member v member

« Accumulation v pension

- Multiple investment accounts v singular approach
*  Which is better?
» Cost v benefit?

* Underlying assets may determine approach
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Restrictions on investments
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Acquisition of assets

SIS Section 66 places restrictions on acquisition of assets from related parties
* Main exceptions are business real property and listed securities
* An exception can also apply to in-house assets

 If the asset would become an in-house asset of the SMSF immediately after its acquisition, and
the acquisition does not cause the SMSF to exceed the 5% in-house asset limitation
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Personal use and collectible assets — Section 62A items

Section 62A items

jewellery;

antiques;

artefacts;

coins, medallions or bank notes;
postage stamps or first day covers;
rare folios, manuscripts or books;
memorabilia;

wine or spirits;

(motor vehicles;

recreational boats;

memberships of sporting or social clubs.

Restrictions

« Cannot be leased to a related party (no 5%
threshold)

« Cannot be stored on private premises of a
related party

— Decision on where to store need to be
documented and retained for 10 years

Other than memberships, needs to be insured
within 7 days of acquisition

 If sold to a related party, needs to be sold at
market value
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Poll #3

Which of the following are subject to the personal use and collectibles restrictions?
a) Loose diamonds
Gold bullion

)
) Both loose diamonds and gold bullion
)

o O T

Neither loose diamonds nor gold bullion
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In-house assets — SIS Section 71(1)

An in-house asset of a superannuation fund is an asset of the fund that is a loan to, or an investment
in, a related party of the fund, an investment in a related trust of the fund, or an asset of the fund
subject to a lease or lease arrangement between a trustee of the fund and a related party of the fund,
but does not include:

g) if the superannuation fund has no more than 6 members - real property subject to a lease, or to a
lease arrangement enforceable by legal proceedings, between a trustee of the fund and a
related party of the fund, if, throughout the term of the lease or lease arrangement, the property
is business real property (within the meaning of subsection 66(5)) of the fund; or

h) aninvestment in a widely held unit trust; or
j) an assetincluded in a class of assets specified in the regulations:
I.  not to be in-house assets of any fund; or

ii. notto be in-house assets of a class of funds to which the fund belongs.
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Poll #4

Is an investment in a related trust an in-house asset?
a) Yes
b) No

17



Poll #5

|s the purchase of an investment in a related trust prohibited?
a) Yes

b) No

c) Maybe

¢8T
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Breadth of operation

« SIS Regulation 13.22C rules apply to:
« Units in a related trust acquired on or after 11 August 1999
« Shares in a related company acquired on or after 11 August 1999

« SIS Regulation 13.22B has similar provisions that apply to:
* Units in a related trust acquired pre 11 August 1999
« Shares in a related company acquired pre 11 August 1999
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SIS Regulation 13.22C(2)

An asset of an SMSF is not an in-house asset when the asset is acquired if:
b) the unit trust is not a party to a lease with a related party unless the lease relates to BRP; and
e) the unit trust does not have outstanding borrowings; and
f) the assets of the unit trust do not include:
I. an interest in another entity; or
li. aloan to another entity; or
lii. an asset over, or in relation to, which there is a charge; or

Iv. an asset that was acquired from a related party of the superannuation fund after 11 August
1999, unless the asset was business real property acquired at market value; or

v. an asset that had been at any time (unless it was BRP acquired at market value) an asset of
a related party of the superannuation fund since the later of:

A. the end of 11 August 1999; and

B. the day 3 years before the day on which the fund first acquired an interest in the unit trust.

21



&¢8T
Discussion question

If a 13.22C unit trust looks to be at least as
restrictive as a direct SMSF investment, when
might a 13.22C trust add value?




Strategy considerations for 13.22C trusts

« SMSF geared investment strategies

* Related party loans

« Tenant in common ownerships with related party gearing their investments

* Improvements to geared investments or “changing the nature” of the geared investment
« Future transfer of ownership of assets within trust

« Transfer of units in trust, not transfer of property

&8T
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Other considerations

* Non-geared related unit trust v geared non-related unit trust?
« Cost v complexity
« Pre 11 August 1999 investments in a geared related unit trust?
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SMSFs can potentially
access a broad range of
Investments

Generally not the
acquisition that is the
problem, but rather:

Who is the seller?

What is done with the
asset?

13.22C unit trusts may
provide some flexibility,
but at what cost?



Technical Team

BT Technical Services team
support services are available to
registered BT Panorama users
only (and their support staff).

If you don’t have access to the
BT Panorama mobile app,
please reach out to your BT
Business Development
Manager.

i

]

Call:

Login to the BT Panorama
mobile app > Contact BT > Ask
our Technical team > Call BT
Technical team.

(8:30am — 6:00pm AET Mon — Fri)

Email:
technical@btfinancialgroup.com
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Disclaimer

This presentation has been prepared by BT a part of Westpac Banking Corporation ABN 33 007 457 141 AFSL 233714 (‘BT’) and is for
general information only. Every effort has been made to ensure that it is accurate, however it is not intended to be a complete description
of the matters described. The presentation has been prepared without taking into account any personal objectives, financial situation or
needs. It does not contain and is not to be taken as containing any securities advice or securities recommendation. Furthermore, it is not
intended that it be relied on by recipients for the purpose of making investment decisions and is not a replacement of the requirement for
individual research or professional tax advice. BT does not give any warranty as to the accuracy, reliability or completeness of information
which is contained in this presentation. Except insofar as liability under any statute cannot be excluded, BT and its directors, employees and
consultants do not accept any liability for any error or omission in this presentation or for any resulting loss or damage suffered by the
recipient or any other person. Unless otherwise noted, BT is the source of all charts; and all performance figures are calculated using exit to
exit prices and assume reinvestment of income, take into account all fees and charges but exclude the entry fee. It isimportant to note that
past performance is not a reliable indicator of future performance.

This document was accompanied by an oral presentation and is not a complete record of the discussion held.

This presentation has been prepared for the information of financial advisers only and must not be copied, used, reproduced or otherwise
distributed or made available to any retail client or third party, or attributed to BT or any other company in the Westpac Group.

For more information, please call BT Customer Relations on 132 135 8:00am to 6:30pm (Sydney time)
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