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PART A: GENERAL INFORMATION ABOUT ACTUARIAL CERTIFICATES

Al: CLAIMING ATAX EXEMPTION ON PENSION INCOME

Once a superannuation fund commences to pay an income stream or pension, it should be
possible to claim a tax exemption in the annual r8ectiqn &) for certain income backing

the current pension liabilities. This income is called the Exempt Current Pension Income (ECPI).
It does noincludeassessable contributions or-4aom® length incomeGross income is shown

inone partofthefud 6 s raturmwitlathe exempt claima separate part. Expenses are

shown on a different basis of onlyalilewable portion of the deductiaered into the return

The exemption is not automadicertain conditions must be met, including veneth actuarial
certificate needs to be obtained. Please noteisimaattual considers only account based
pensions such as market linked (TAP) pensions, allocated pensjdranéition to retirement
pensions (TTRand Account Based Pensions (ABP). If the fund has defined pensions, then a
different report will be needed that incluathsr issues such as adequacy of assets to cover
liabilities on both a best estimate and high probability basis.

Account based pension liabilities are normally simply theetwtdraccount balance. There

are two methods available for trustees to work out the exempt itteersegregated method

and the norsegregated method. A combination of both methods can be used and the approach
adoptectan be altered from year to year.

A2: SEGREGATED ASSETSMETHOD

If a complyindund segregates its asg#tsa separate posb that the income can be identified
as derived from the segregated assets held to provide for the current pension liabilities, then that
income is exempt income. T&vantegislation is $&on 295385 of the ITAA 1997.

An actuarial certificate is not requiredl ipensiommssets are segregated at all times during the
income year and the pensions are only account based pensions.

Segregating assets normally involves a lot more workraBaahtion has to be allocated to one
or other of the segregated asset pddlecation mistakes are not uncommbmessence,
separate accouratge maintained thtéten need to be consolidated. The extra work may be
worthwhile if there is a large italpgain that can be exclusively allocated to the exempt pool.
Capital gains realisedassets to pay a death benefilacalso incur higher tax on a segregated
approach.

A3: UNSEGREGATED ASSETSMETHOD

When assets are unsegregatedssetecordare only kept at a fund levbg tax exempt
proportion is provided by the actuarial certificate.réléeantegislation is Section 2380 of
the

ITAA 1997. The proportion of income that is exempt is calculated by the actuary from:

The average valuef the current pension liabilities over the financial year
(excluding any liabilities for which segregated current pension assets are held)

Divided by:




The average value of superannuation liabilities (excludirany segregated current
pension assets or seggated norcurrent assets).

For the pensions we are considering here, liabilities and account balances are the same thing. An
actuarial certificate is always needed farrtbegregatedethod.

A4: EXPENSESAND INCOME LOSSES

Thetax exemptiopercentag is applied to ordinary assessable income (excluding assessable
contributions and nearni length income). @same percentagealsaiseful withregard to
mostexpenses. Generally, expenses which the superannuation fund has incurred in deriving
exenpt current pension income cannot be claimed and must not be included as part of the
deductions claimed in the SMSF annual refims.is a different approach to the income side. It
does not show total expenses and those not eligible for deductien.it Rlatiwvs in the return

only the deductible expens€grtain specific deductions can be claimed imrkdpective of
whether they are fexempt or assessable incéfe examplgtax related expenses such as the
supervisory levy and death andudigy premiums. Where the expense relates to both
accumulation and super income stream based iniicoanehe proportioned with calculated
percentage.

Tax losses (not capital losses) must be offset against exempt current pension income first. Once
theassessable income is reduced to zero, any further losses can be carried forward. Taxation
Ruling TR93/17 provides further advice.

A5: CALCULATION METHODOLOGY

The legislation for the tax exemption proportion requires financial year averages. iéeslis ach
by applying a daily weighting. For example:

Opening balances are weighted by 365 or 366 days

Uniform transactions are weighted by 182.5 or 183 days

Non Uniform transactions by the period to the end of the financial year
e.g. Contributiamat 3" June by 26 days

The end of yedralancing amounf tax, cediting and expensesthe assets available to benefits
do not enter the calculations. Indeed to do otherwise would be a Catcly 22eiridheded on

the form solely for balancing purpog@sace the certificate is provided and all the year end tasks
completed, the funfthal closing balance and hence the opening balance for the next certificate
will be a revised value.

The legislatiorequirs the pension and non pension balances/transs¢tidre calculated

separately to derive the exempt proportion. Pension commencements significantly affect
outcomes and this section should be read carefully. At timesitraktéesnterim market value
adjustmentsThese may be important to calcyksg) the minimum pension payments. Such
adjustments should bgcludedfrom the information enterex the dataformWe need raw

underlying transactions with realised and unrealised gains left in the year end balancing item for
year end allocation. cloding them elsewhere distorts the transactions that generate the net gains.

Another important aspect of the calculations is the concept of financially significant non uniform
transactions. If thieind had monthly pension payments of $2,000, it woaltEeate to show

this as uniform i.e. $24,000 with a wigiglof 182.5 days. AGRIO00 contribution made oft 1

June should be shown individually. It only has a 30 day weighting. If it was entered as uniform,
the exemption proportion would be lowenrthit should be.




When oner more pensions commence in the yedynon uniform transactions should be
used. A uniform entry would be midway in the financial year and not midway in the pension
payment periodl t & s mportant t oiorkoocarved hefore ar &fterthe t h e

pension commencement.

The balance item is net gains. The exemption is non proportional expenses such as insurance

premiums that can be entered as a direct accumulation withdrawal.

These concepts will be elaborated upeadtions below. However to provide an overview of

the calculation approachgraphical example is as follows:

ADDITIONS

CONTRIBUTIONS $100K

TFRIN $150K

NON PENSION
START $200K

PENSION
START $150K

ADDITIONS

JOURNAL FROM
NON PENSION
AC $350K

START BALANCE
$150K

600

500

400

300

200

100

FUND BALANCES DURING YEAR

\—\_l;

Av Fund Assets $500,000

PENSION BALANCES WITH JOURNALS

—\—|—

Av Pension Assets $300,000

REDUCTIONS

PENSION PAY 1 $50K

PENSION PAY 2 $50K

ACCUMULATION
WITHDRAWAL $50K

REDUCTIONS

PENSION PAY 1 $50K

PENSION PAY 2 $50K

trar



ADDITIONS

CONTRIBUTIONS $100K

TFRIN $150K

START BALANCE
$200K

600

500

400

300

200

100

NON PENSION BALANCES WITH JOURNALS

Av Non Pension Assets $200,000

o] N D J F M A

AV TAX EXEMPT PERCENTAGE = 60.000%

REDUCTIONS

JOURNAL TO PENSION
AC $350K

ACCUMULATION
WITHDRAWAL $50K




PART B: OVERVIEW OF THE ONLINE CERTIFICATE SERVICE
B1: OVERVIEW OF DATA INPUT

This service generates immediate rés2tdours a day, 365 days a yearovides a full
membetevelbreakdown besides the overall fund exemption percentage. The report can be
viewed in either the browser window or as a saveable MSWord tloéuomenprehensive

review is still undertaken by the actuary before a formal signed report is emailed. We visualise it
will be necessary to follow up or modifydtagtoutput of the applicaticonlyvery infrequently

if data is entered carefully

Verson 3 brought us the abilitydapture all fund circumstances. It even has a comment section
for any really unusual situations. The vast majority of cases will have a calculated percentage
shown immediately so that administration tasks can continué détlay. In a very few
situationssuch as a fund wind upwhere answers are outside an expected tlaa@@plication

will not show thexempiproportion until a actuary has considered the situation and possibly
sought more information.

Version 4 imow live andas well as the Version 3 enhancements listed abovédtiedes
save and reload dataform function, a comprehensive client management system, and data entry
similar to the old excel data sheets but simpler.

The input forms are dynamiéfter some entries there may be a short pause and changes occur
to the items to be entered. At other times, for example with the number of members, boxes will
grey out and information cannot be erroneously entered into them.

Please be patient with tradidatiord it saves a lot of queries ldidaut it is sensitive. Please use
whole dollars only so that the add throughs can be more easily checked.

Remembeif data entry lacks the desired capitalisttiisnyill be replicated in the generated
report

B2: STEP 1- ADMINISTRATOR /A DVISOR DETAILS INPUT

FINSIGHT PLUS PTY LTD - DATA INPUT SCREEN
tep 1: Administrator / Advisor Details m
What is your company name and address and who should be contacted if further information is required:

Contact: First Name: Last Name: Contact if further info needed?

Company Name: Trustees can simply enter 'Trustees'

|
Postal Address: I
|

Town/Suburb

State: Select State
Postcode: Phone Area and No: I I

Email Address: I Please check carefully.

Second Email (optional): I

Careful and full data entry is needed for all items. Entering addresses for example without proper
capitalisation will be replicated in the generated report.

A consistency of Company Name would Ipeegjated. Thereised foran automatic upload to

an accounting system and consistency will ensure all of your firms entries are under one contact
record. No company name will generate an eifdhe application is from a trustee directly,
thenTpustéesd in the company name.




TheSecondEmail is optionad it is not a verification of the first email. The majority of clients

using this system prepay to enjoy the discount, and build a cost for actuarial certificates into their
fee schedule so thesociated data assemble costs can be recouped in addition to our fee.
However those that forward the invoice to the client will find the copy email handy. It can also be
used to send to automated filing systems.

B3: STEP 2- FUND DETAILS INPUT

Step 2: Fund Details m
Please ensure the name of the fund is as set out in the trust deed e.g. ABC Superannuation Fund not ABC Super Fund.
Name of Fund (in full) [

Type of Trustee ]PIease select Trustee Type El

Financial Year ) ¥r 2006/07 Yr 2007/08 © vr 2008/09 Yr 2009/10 ~¥Yr 2010/11
Number of Members |4 Reserve Account @ No O Yes

Did the Fund Commence in the Financial Year? 9 No Yes )

Did the Fund Wind-up in the Financial Year? 9 No Yes

Are there also Segregated Assets? 9 No Yes

The Nameof Fund should be exactly as it appears on official documents with no abbreviations.
Again consistency between years is important as the automated filing system uses this field.

The Type of Trustee once selected, will result in appropriate individupbate trustee input
boxes appearing below. With a corporate trustee enter only the ABN/ACN atimedabel
OABN/ ACNO will automatically be on the output

The Number of Members and Is There a Reserve Account will automatically grey out the
irrelevahboxes in later sections.

If Yes is answered to Did the Fund Commence in the Year, enter the commencement date. This
will be used to truncate from the usual 365/366tdayand was in operation during the given
financial year to an appropri@er véue. Also used in data validation to ensure transaction

dates are after Fund Commencement.

If Yes is answered to Did the Fund Wind Up in the Year, data will be collected, but this unusual
case will have the result suppressed until the actuary hasanad toateview the calculations.

The segregated asset question is used only to place an additional comment in the report. Please
ensure no segregated asset balances or transactions are included in thdatabmitted

B4: STEP 3- MEMBERSHIP AND PENSION START/R OLL BACK DETAILS

tep 3: Membership and Pension Start/Roll Back Details m
Only 1 column per member Member 1 Member 2 Member 3 Member 4

Member First Name:l I I

Member Last Name:l | l l
Date of Birth:|dd/mm/yyyy [ddimmiyyyy [dd/mmiyyyy [dd/mmiyyyy

Member Join in Year : @ No © Yes 9 No O Yes 9 nNo O Yes 9 No U Yes
Date joined:l | l |
Member Exit in Year: © no ©) Yes @ nNe @ Yes @ no O Yes @ No ) Yes
Date of Exit:l I d l ) I
Did Pensions Commence in Year: @ nNo () Yes @ nNo ) Yes @ No Yes © No ) Yes

Did Pensions Roll-back in Year: @ ng ) Yes 9 No Yes @ No ©) Yes @ No Yes




Member First and Last Name and Date of Birth are used for identification purlyoses

Member Joined in Year and Exited in Year are used for a variety of calculation and validation
purposes. The Member Exited in Year will redé actuary to examine the data and
calculations first before an exempt proportion is provided.

The major change in this Version 3 of thérenactuarial certificate application is that it allows

multiple pension commencement and roll backs. THewwayd oes t hi s i s via 0jo
adjustments. For example $200,000 used to start a pension on 1st May will reduce the average
nonpension assets by 200,000 times a 61 day weightimgeaskhe average pension assets

by an equivalent amount.

VERY IMPORTANT & The pension commencement value shmoaildithout market value
adjustmentsThese gains/losses are included in the year end balancintpiteenabove
example the $200,000 rhaye growmo a market value of $230,000 (say) anih¢héased
value used for calculatihg minimum pension required by the legisla8ynthe time the next
year pensiortart balances are providdgk final crediting adjustments will have been mate.
important thing is to leave all interim crediting outeotiata entr§ the exempt proportions are
generated by the primary transactamdthen applied to those transactions that make up the
crediting, expense and &nd of yeatransactions.

The pension commencement date does not have to be the samé¢hdatiest pension payment

d pension paymentsin be made in arrears. A higher exempt proportion results from making the
commencement date as early as possible subject to cooidittease and minimum pension
amount constraints.

With 1st July commeeaments, used extensively with transition to retirement rebooted pensions, |
suggest enter as non pension monies and show the same amount as commencing a pension. While
this will produce the same result as just shortcutting to the monies in pensidrprovities a

better audit trail. The monies are started or consolidated in accumulation mode even if this is very
brief. The pension commencement date can alsoJudylit is not necessary to wait until the

2nd July.

Where the pension start valuelidek a contribution, many administrators will leave the tax
payable on the contributions in an accumulation aclfdbigt.is the case do not include tive
amount payable on the contributions in the pension commencement value

ALSO IMPORTANT o Normaly once a fund has a pension that commences in the year, the

use of uniform transactions is not appropriate. The timing of contributions for example, before
and aftethe commencement dasgeémportant. It is possible to put consolidated items in the non
uniform transaction input items. Take a pension that started on 1 January and paid 6 monthly
pensions of $2000 p.m. This could be entered as 1st April for $12,000 and produce materially the
same resultAlways remember to include any relatively largadtians separately, as these will

have dinanciallysignificant effect on the tax exempt percentage calculation

The roll back items are the samé¢he abovexcept foadebit/credit reversébr the pension
and non pension journal items.

These jourriaype transactions are very powerful to allow all sorts of circumstances to be catered
for. They do however need to be consistent with the other transactions. This is an area we
carefullycheck manually and results in the occasional adjustment to Hata thentered, and
consequently the calculated proportion.

Step 5 has items that are external movements to/from the fund and between members. Step 3
items are movements between pension/accumulation accountsémnéngember.




B5: STEP 4- ENTER NUMBER OF NON-UNIFORM TRANSACTIONS

tep 4: Financially Significant Non-Uniform Transactions

Important to read the help on when additional non uniform transactional information should be provided.
Contributions Transfers In Acc Ac Wtd Pension Pay

No of Transactions Totally Uniform B Totally Uniform B Totally Uniform E Totally Uniform E

The timing of transactions will affect the results. For example, if a $50,000 contribution was made
at 01/08/2008 rather than 01/06/2009, a slightly diffegaimptiorpercentage will result.
Occasionally, the transactiomsy be spread uniformly over the whole year e.g. monthly pension
payments of $2,000 each month. It would be adequate in this case to leave the entry for pension
payments totally as uniform. If, in addition to (say) $2,000 p.m. pension paymentsathere was
additional pension payment of $10,000 on 05/02/2009, this could be entered as two transactions.
The 12 monthlpensiorpayments could be entered as a single transaction of $24,000 with a date
of 01/01/2009 and the $10,000 as a second transactiordaiéhad 05/02/2009.

A total of 20 noruniform transactions are possible. For large numbers of transactions,
aggregating them into monthly totals will be accurate endhgh using this method put the

dateof each monthly total as the 15th of the moridad® remember to include any relatively

large transactions separately as these will have a greater impact on the tax exempt percentage
calculationThe sum of the neaniform transactions must be equal to the corresponding
aggregate item in the operatitegement.

This section provides the information to build the appropriate number of data entry boxes in the
Operating Statement.

B6: STEP 5- OPERATING STATEMENT INPUT

tep 5: Operating Statement m

Whole dollar entries are required. Please make sure the items add through. Multiple pensions in existence at 1st July should be shown in
aggregate. NB. For pensions commencing on the 1st July of the financial year in question - include in the non pension
balance at start in Step 5, together with pension commencement information in Step 3.

Member 1 Member 2 Member 3 Member 4 Res Acc n.a.

Non Pension Balances at 1 July IO |0 lO |0

Pension Balances at 1 July IO 10 IO |0

FUND BALANCE AT START 0
Contributions (Both Types) o o o o [
Transfers In for Member IO |0 IO |0 [

Accum Ac Withdrawals & Insurance IO ]0 '0 IO [

Pension Payments & Commutations IO |0 |0 IO

BALANCING ITEMS (INCOME, EXPENSES, YR END ADJUSTMENTS) 0

PRETAX YR END ASSETS AVAILABLE TO PAY BENEFITS 0

IMPORTANT 0 please enter as whole dollars to aid balancing.

The non greyed out inpplioxes wilkeflectthe number of members. Only one column is used per
memberPlease enter all pension and accumulation account information under one column for
each membelf yes was answered to the reserve account question, then start balance,
contrikutions, transfer in, Accum Ac Withdrawals boxes will appear in the final column. The final
column is also used fagreeid fund totals and subtotatgormation

You will notice that the entries are fairly simple. We do not need to know the differeece betw
concessional and non concessiomatributions as tax is assurttietde paid at year end. The
Pension Balances at Year Start may be the aggregate of a number of pensions.




A big advantage of the online system is the small number of follow up telefhbeeause the

data is validated. Even a dollar out will cause an error message. Please check carefully that start

bal ances add through to the o0greend FUND BALAI
transactions add to the member total; and that thesitHrittsough to the PRETAX YR END

ASSETS AVAILABLE TO PAY BENEFITS

As explained earliBALANCING ITEMS (INCOME, EXPENSES, YR END
ADJUSTMENTS)is not used in the calculations, but included to produce a logical trial balance
value at year end.

B7: STEP 6- COMMENTS

Step 6: Comments m

Detail any special circumstances here - these may change the calculated percentage.
Do you have any special circumstances or comments to make regarding this application? @ No ) Yes

[ Print | | SavetoFile | [ Validate Data and Calculate Results |

This can be used for situations which will not fit the standard form or general comments.

B8: SAvE/ RELOAD DATA FORMS

The online certificate system h&see to Filsature you can use to save your data to a file on
your PC to be reloadedo the online form for later use.

Step 6: Comments

Detail any special circumstances here - these may change the calculated percentage.
Do you have any special circumstances or comments to make regarding this application? @ No ) Yes

e —— 5
Print " | Validate Data and Calculate Results ]

This allows you to complete a data form over an extended period of time and to save and email a
difficult case for us to manually considdrisfeature can also be used to save a template of
administrator contacethils which can be loaded into the online system each time you wish to
apply for a new certificate.

You can save an application data form at any time (either partially or fully completed) by clicking
theSave to Filatton. This will open up a dialogkalowing you to save the file in a directory
of your choice on your PC.

Later when you need to open the file, simply navigate to the front page of the Online Certificate
System and select tBpen Saved Datdboition.

LOAD A PREVIOUSLY SAVED DATA FORM

You can save even a partially completed data form to your PC and reload it later.

OPEN SAVED
This could be useful for a variety of purposes, including, review by another colleague, pre entering contact DATAFORM
details and where it becomes apparent that further work is needed before requesting a certificate. (click here)

This will transfer you to ama&r page where you can diobwseorChoose Ritefind your
desired file. After selecting the file cljgload file send the file to our service. Once the file has
been sent you can cligldit Certificateview and edit your application data.




PART C: SUMMARY AND PAYMENT OPTIONS

C1: VIEW AND PRINT DRAFT REPORT

PART 1: SUMMARY AND PRINTOUT OPTIONS

Name o Furids ABC Superannuation Fund

Financial Year: 2008/09
Fund Tax Exempt Percentage is: 50.000 %

The tax exempt and taxable proportions at both member and fund level is:

Joe Fund

Tax Exempt Percent 50.000 % 50.000 %

Taxable Percent 50.000 % 50.000 %

Percent 100.000 %
For a print out of the draft full report click one of the buttons to the right here. This will pop up a [ View Draft in Browser ]
printer friendly version of the report either in the browser or in Word document format. Close the
window using the X to return to this screen. 1 Download Draft as Word (Doc) J
It is possible to return to the dataform if you notice typo's or other items that need to be revised. < Review and Edit Data l

The summary section of the page shows both the overall fund tax exempt percentage plus a break
down to member level. Itis possible to print out a draft report either aser lstocument or

as a Microsoft Word document. The only difference between the report that can be

printed/saved at this screen and the formal report is the signature. However, the formal review
and report is essential to both confirm that there areusaalkircumstances that would warrant
incorporation into the calculation, and to provide the report that satisfies statutory requirements.

Very occasionally in situations that require particular care, such as a fund wind up, or if the
calculations are aile an expected range, the results will be seuptesil the actuary has
revieved the calculations. In the case the following message is provided:

PART 1: SUMMARY

This is one of the more unusual fund circumstances. The actuary will very shortly review the data and either produce the report or contact
you to discuss further. At this stage we have not shown the tax exemption percentage.

It is possible to return to the dataform if you notice typo's or other items that need to be revised. < Review and Edit Data l

Please be careful with data entry including appropriate capitalisation. Having City and State in
captals looks good in the report. Particular care is needed with email addresses. If an error is
noticed, there is a button on this page that allows return to the entered data.

C2: PAYMENT OPTION OVERV IEW

There are a variety of options available to ardkpay for the formal report. Our preference is
payment via a credit card as it is efficient for both our firms and eliminates all the subsequent
drawing of payment and matching of receipts. In recognition céffiesacies discounted

fee is offeed foronlinepayment at the same time the report is generated.




C3: ORDER WITH CREDIT CA RD OR PAYPAL/ EFT

A full online merchant systemisavaildlee.u dondt need to be a PayPal
PayPal payment system to pay by credit €ardhelog in screen simply cli@ontinuerather
than log in.

This will bring up the following screen:




