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Manoj Abichandani
B. Bus. (UTS), Tax Agent
CTA, SMSF Specialist (UNSW)

Manoj has worked in a Specialist SMSF CPA Firm for 28 years advising over 600 funds on various aspects of
SMSF.

Currently he works as a SMSF Technical Director for Deed Dot Com Dot Au Pty Ltd as a trainer and helps the
solicitor in updating their SMSF Trust Deed.

He has written Australia’s first online SMSF Audit Software where 995 + SMSF Auditors initiated over 82,000
SMSF audits in the past year.




Downsizer Contributions

Whoiis it for...
What is this new downsizer contribution to super
When, where can you contribute

How to audit these Contributions
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Legal & Financial Disclaimer & Disclosure

In providing the below information, neither Manoj Abichandani (presenter) or an employee of Deed Dot Com Dot Au Pty Ltd is providing any financial or
Legal advice as any Financial advice is based on the information provided by you with regard to your financial needs and objectives. The information below
is intended to provide only broad, general guidelines which may be helpful in assessing and making decisions about financial products and general
information which is available elsewhere that may help meet your financial needs and objectives. This material may also contain general educational topics
about investing, legal and financial matters. It is most important that you understand that your actual experience will differ from these illustrations and
examples.

That is why you should consult an appropriately qualified financial planner, legal advisor or Estate planner, who can assess your situation with updated
data and assumptions on a periodic basis. Information provided here is not intended to be investment advice or a projection of future investment
performance. No one can foresee the future and, it is not a projection of the potential return of any investment, nor is it a projection of future inflation rates
or the state of the world or domestic economy. You should seek the quidance of a financial or investment professional before proceeding with any
investment decision or any super contribution or set up Decision. Our examples and illustration does not contain your income tax calculations and legal
concepts; it does not constitute tax or legal Advice. These illustration may require the guidance of a tax, legal or accounting adviser.

In creating the illustration certain assumptions were made with respect to investment returns, the economy, and home loan interest rates . The reports and
graphics included are directly dependent on the quality and the accuracy of the data and assumptions (including rates of return and future interest rates) .
Where future rates of return are assumed, these returns do not reflect the fees and charges associated with Investments, which would reduce the results.
You are encouraged to review and consider performance information, which you can request from your investment professional and other securities advisor
who may recommended asset/s that may be referenced in this material when assuming any future rates of return for any super contributions & investment.

Keep in mind that past performance is not a guarantee of future results. A prospectus or PDS must be read carefully when considering any investment in
securities or super contribution in a fund.

No liability is assumed resulting from the use of the information contained in this financial presentation and the examples used Responsibilities for
financial decisions are exclusively in hand of the viewer and not in hands of the presenter.
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Downsizer Contributions — In Nut shell

=Over 65 Year olds
=Contributions to Super after selling your *Own Home" of 10 years

=Time limit Requirement - within 9o days of sale

=Maximum that can be contributed - $300,000 - Non-concessional
=Breach of Total Superannuation Balance - $1.6M
*Trust Deed Requirement

=Reporting Requirements
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Purpose of Downsizer Contribution
- legislated under Section 292-102 of ITAA 1997

= Reduce pressure on availability of housing in prime areas
=  Norequirement to purchase another home
= Young people are not able to purchase property
— Many large family homes sit occupied by older singles and couples

= Help Older people who are not working to contribute to Super
= -Over 65 year —work test
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Making a contribution....

H

Any one can make a contribution for an individual

2. Individual member has to report to the trustee to treat the contribution as a
"Downsizer Contribution”

3. Cannot be a claimed as a tax deduction — Not Concessional
o Not a non-concessional contribution

= 3™Type of contribution

4. Contributor must be 65 Years old — No Max age

e

Ability to contribute without a work test (Only Mandated contributions allowed

6. Sellhome and earn tax free income if under the Transfer balance cap
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Who can contribute

1. You must be 65 years or older at the time of making a downsizer contribution

2. Proceeds of selling your own home (exchange date) must be entered into on or after
1 July 2018

3. Sale of only one home (No Second Opportunity)
4. Must have ownership interest - solely, jointly or as tenants in common
5. Home MUST be eligible for PPR exemption

6. Must be owned by 10 years
= You must have owned it or Spouse must have owned it — Deceased situations
= Relationship breakdowns — 2 spouses may have owned it

=  Aslong as one of the spouses owned it — both spouses can make a contribution
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What type of property qualifies...

1. Either spouse Must have owned it for 10 Years
2.  Property up to 2 Hectares

3. Legal or equitable interest or right or licence to occupy a dwelling (section 118-130
of ITAA 1997)

4. Located within Australia and is not a caravan, houseboat or other mobile home

5. Canbe avacant land for some part of 10 years — due to — new buidling / rebuild /
destroyed due to fire

6. Must qualify under CGT main residence exemption — even for one spouse

- Even if exemption is partial — Property will qualify
- Investment Property which were PPR — Property will qualify
/ 7
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go Day contribution rule

The property has to be sold (Contract signed) after 15t July 2018

=Contribution must be made within go days after the change of ownership - occurs at
settlement date

=Multiple contributions OK - but must be all within the go day period
=Contributions can be to multiple funds

=Contributions can be to one or more SMSF’s
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Downsizer Contributions Vs Total
Superannuation Balance

1) You cannot make a non-concessional contribution if your TSB is equal to or
greater than $1.6M

2) Contribution is unaffected by the total superannuation balance test

3)  Contribution will increase an individual’s total superannuation balance for the
purposes of that test

= |f both contributions are to be made = make non-concessional first (work test)
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Other issues...

=Trustee should be allowed to accept these contributions = trust deed
»SMSF Trust Deed Update (handout)

=Provide an approved form to the trustee (ATO approved form) — before or on the day of
contribution is made

=Each contribution (in case of multiple) = approved form
=Approved form is a Declaration (handout)

=Not a non-concessional — but is added in Tax — Free Component in the member balance
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Amount of contribution

The downsizer must be no more than the maximum allowed — the downsizer contribution
cap is the lesser of:

= The proceeds of the sale; and

= $300,000 per person

A downsizer contribution is a once off opportunity

It applies to the sale of one qualifying home only
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Suitability

Do not suit every 65 year old client with or without a self managed super fund.
Contribution is not exempt from Centre link Asset test

(effectively be transferred from an asset test exempt asset (the family home) to an asset
tested asset)

Cannot be in retirement phase if the individual has already commenced pension with
$1.6M — Accumulation Account — Taxed at 15% - Income is taxable component
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Points to note for SMSF - Audit

1)  How to identify downsizer contributions - ATO Form
2)  How would an auditors know that the property was members PPR - Declaration
3) 9o day rule — Contract of Sale —solicitors letter

4) Trust Deed requirement to accept contributions — Can Trustee say “"NO” if not
permitted by trust deed

5)  Return contributions if not received as per scheme

6) Ensure that Contribution is not claimed as a tax deduction
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Questions Time

Manoj Abichandani
B. Bus. (UTS), CTA, SMSF Specialist (UNSW)

He has worked in a Specialist SMSF CPA Firm for 26 years advising over 600 funds on various aspects of SMSF.

Currently he works as a SMSF Technical Director for Deed Dot Com Dot Au Pty Ltd as a trainer and helps the
solicitor in updating their SMSF Trust Deed.

He has written Australia’s first online SMSF Audit Software and where over 600 + SMSF Auditors initiated over
SMSF 82,000 audits in the past year.




