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ATO extends COVID 19 relief
measures for SMSFs

SMSF trustees that are financially impacted due to COVID-19 because
of extended lockdowns in certain States and Territories will be granted
extended relief to cover the 2021-22 financial year.

or the 2019-20 and 2020-21 financial years where
certain situations may have caused SMSF trustees to
contravene the superannuation laws.

The relief was originally offered by the ATO to SMSFs
f

For example, a SMSF trustee may have provided or
accepted certain types of relief, such as giving a tenant/s
(including a related party tenant) a reduction in rent if they
were financially impacted due to COVID-19. As charging a
price that is less than market value will usually give rise to
contraventions under the superannuation laws, the relief
measures will avoid this outcome if the arrangement meets
certain criteria (ie, the relief is offered on commercial terms
and the arrangement is documented, etc).

The relief measures available

In September, the ATO announced it would extend the
several types of relief to SMSF trustees for 2021-22: see
table overleaf.

Actions required for SMSF trustees

SMSF trustees must ensure they properly document the
relief and can provide their approved SMSF auditor with
evidence to support it for the purposes of the annual
SMSF audit.

When documenting any changes, providing the reasons
for change will help the SMSF auditor when they use

their judgement to determine whether relief is offered on
commercial terms due to the financial effects of COVID-19.

It is also good practice to document any changes by
way of a minute or a renewed lease agreement or other
documentation.

Continued overleaf [D
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ATO extends COVID-19 relief measures for SMSFs
(continued)

—

Type of COVID-19
relief available

SMSEF residency
relief

Rental relief

Loan repayment
relief

In-house assets
relief

ATO compliance approach

If SMSF trustees are stranded overseas due to COVID-19 and this causes them to be
out of Australia for more than two years, this may affect whether their fund meets some
of the residency conditions to be an Australian superannuation fund for tax purposes
(and hence whether the fund is a complying superannuation fund and entitled to
receive tax concessions).

The ATO will not take any compliance action to determine whether the SMSF meets
the relevant residency conditions.

Rental relief provided by a SMSF (or a related non-geared company or unit trust) to a
tenant in the form of a reduction, waiver or deferral may give rise to a contravention of
the superannuation laws.

The ATO will not take any compliance action against an SMSF in these circumstances
if:

m The relief is offered on commercial terms (having regard to State and Territory COVID-
19 support measures), and

m The SMSF trustee has properly documented the arrangement.

Where SMSF is the lender and provides relief

If loan repayment relief is provided by a SMSF to a related or unrelated party due
to the financial impacts of COVID-19, this may give rise to a contravention of the
superannuation laws.

The ATO will not take compliance action against a SMSF where the relief is offered on
commercial terms and the changes to the loan agreement are properly documented.

Where SMSF is the borrower and receives relief

If an SMSF has a limited recourse borrowing arrangement (LRBA) in place with a
related party and the lender offers loan repayment relief to the fund due to the financial
impacts of COVID-19, this may give rise to a contravention of the superannuation laws.

The ATO will accept the parties are dealing with each other at arm’s length, provided:

m The relief is offered on commercial terms (having regard to the terms of relief offered
by commercial lenders for real estate investment loans), and

m The SMSF trustee has properly documented the changes to the loan agreement.

If an SMSF exceeded the 5% in-house asset threshold at 30 June 2021 due to the
financial impacts of COVID-19, the trustee is required to prepare a written plan to
reduce the market value of the fund’s in-house assets to below 5% by 30 June 2022.

The ATO will not take any compliance action against an SMSF where the trustee is
unable to execute the plan by 30 June 2022 because the market has not recovered in
some areas, or it may be unnecessary to implement it as the market has recovered.
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Becoming the executor
of a deceased estate

There comes a time in many people’s lives when they are
appointed the executor of a deceased estate.

[ ven in the simplest of
= cstates, though, the
e responsibilities involved
can be quite onerous — and
getting things wrong can
make even the executor
personally liable.

Professional advice also helps
you decide, as an executor,
whether assets of the
deceased should be
realised in the estate
(assuming the deceased’s
will allows for this) or
whether they should
instead be distributed to
beneficiaries.

It's therefore normally
recommended to get
professional assistance with
this task. This, in turn, may allow for
gains and losses from such
assets (particularly extensive
shareholdings and other

investments) to be dealt with in a
way that legitimately brings about the
best tax outcomes.

From a tax point of view, this
assistance will help an executor
deal with such matters as:

m Preparing the deceased’s final (“date
of death”) tax return.

m Determining if income received after the deceased’s
death is to be returned in the deceased’s final tax return
or the tax return of the deceased estate (including
capital gains).

Finally, in relation to what is often the deceased’s
most valuable asset — their home — good tax advice is
invaluable to ensure that the relevant CGT exemption can

be properly applied or that any liability can be reduced.
= Working out the rate of tax to be paid on income that is

assessable to the trustee of a deceased estate. So again — if you're ever appointed an executor of a
deceased estate, don’t go it alone. Get proper advice

m When a deceased estate tax return is not required to . . .
even in what seems like a simple estate. B

be prepared.

= When the “estate is finalised” so that any income
and assets from the estate can be distributed to
beneficiaries.

This information has been prepared without taking into account your objectives, financial situation or needs. Because of this, you
should, before acting on this information, consider its appropriateness, having regard to your objectives, financial situation or needs.
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