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Contributions
SMSFs are generally subject to the same contribution rules as other superannuation funds.
However, there are a couple of situations where SMSFs deal with contributions
differently to other funds.

In-specie contributions
Delayed allocation strategy

SMSF
trustee must
understand
the tax
implications
of super
contributions
strategies

In-specie contributions
An in-specie contribution occurs when a member
transfers ownership of an asset they own to the
SMSF. In this case, the capital value of the fund
has increased and the increase in value is
considered a contribution for the member whose
member balance has grown.
While all superannuation funds can accept in-specie
contributions, it occurs far more commonly with
SMSFs than with public offer funds. While an inspecie contribution is considered an acquisition
from a related party and such acquisitions are
generally prohibited, there are enough exceptions
to the general prohibition for in-specie contributions
to be a valid strategy.
Even though there are a number of such exceptions,
the vast majority of in-specie contributions are made
using listed shares or business real property. In any
case, the transfer will be deemed to be a disposal
for the member and any gain realised by the
member may be subject to CGT, though there may
be some concessions, particularly where the
property was used in their own business or that of
an associate. Further information on the small
business CGT concessions can be found here.
In addition, it is not necessary that the entire value
of an asset transferred to an SMSF be considered a
contribution and this is particularly beneficial where
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the value of the asset is greater than the contribution
caps available to the contributors.
For example, if a property valued at $700,000 was
to be transferred to an SMSF and its entire value
was considered a contribution, it could result in an
excess non-concessional contribution of $160,000.
To avoid this outcome, we could treat $540,000 of
the transfer as a contribution using the higher cap
available under the ‘bring-forward’ rules and the
remainder as a sale. The SMSF would have to
transfer $160,000 of cash or other assets to effect
the sale on that portion of the property.
In addition, assets can also be transferred out of
the fund as in-specie payments though importantly,
only lump sum payments can be made in-specie.
Pension payments have to be made in cash. The
rules on acquisitions from related parties do not
apply to these transactions as the SMSF is
disposing of the asset, not acquiring it.
Delayed allocation strategy
The delayed allocation strategy allows an SMSF
member to make a concessional contribution and
claim a tax deduction this year yet not have the
contribution count against this year’s concessional
cap. Instead, it counts towards next financial year’s
cap, effectively bringing forward the concessional
cap for next year. The ATO’s thoughts on the strategy
are contained in their Tax Determination 2013/22.
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Claim a tax deduction this
year but have the contribution
count towards next financial
year’s cap.
In essence, this strategy is allowed by the SIS
regulation 7.08 which state that a trustee has until
28 days after the end of the month a contribution is
received to allocate that contribution to a member’s
account unless it is not reasonably practicable to
do so. The tax determination looks at the strategy
whereby an SMSF Trustee receives a contribution
in June and then relies on this regulation to delay
allocating it to a member’s account until July, the
next financial year.
The salient point is that a contribution counts
towards the cap in the year it is allocated and
therefore, this strategy allows a member to make
a contribution in one year and have it count towards
the cap of the following year.
There are two categories of benefits to this strategy.
Firstly, as the contributor is eligible for a tax
deduction in the year the contribution is made, it is
possible to have the deduction in an earlier year than
the year the cap is used. For example, someone over
60 who was selling their business and didn’t expect
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to have much taxable income in the following year
could make two personal deductible contributions
of $35,000 in the financial year the business is sold,
one of which is made in June. Using the strategy,
they could delay allocating the June contribution
until July and as a consequence, they are able to
get more into superannuation as they wouldn’t have
had sufficient taxable income in the following year to
make a personal deductible contribution.

This distinction would benefit three types of
contributors who can make a contribution in June
and allocate it in July, thereby using the cap from a
year they would be unable to contribute.

Satisfy the contribution
restrictions at the time the
contribution is made.

Further, they’re able to claim a $70,000 deduction
to offset their high assessable income from the
sale of the business. And as they have spread the
1. Individuals no longer working who turn 65 in
contributions over two years, they don’t have any
June where they make the contribution before
excess contributions. Importantly, in this situation,
their birthday.
they would need to make two separate contributions
2. Individuals aged between 65 and 75 who
of $35,000, not a single contribution of $70,000 as
satisfy the work test this year but will not
the ATO have stated that you can’t allocate parts of
satisfy it next year.
a contribution separately.
3. Individuals who turn 75 after May. As a
The second category of benefits to the strategy is
contribution can be accepted up the 28th day
related to circumventing the age and work based
of the month after the individual turns 75, an
restrictions on making contributions. Regulation 7.04
individual turning 75 in May could make a
of the Superannuation Industry (Supervision)
contribution up to the 28th of June.
Regulations 1994 states ‘A regulated superannuation
fund may accept contributions only in accordance
with the following table...’ which means that the
contributor must satisfy the contribution restrictions
at the time the contribution is made, not when it
is allocated.
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While the determination only covers concessional
contributions, the strategy could also work for
non-concessional contributions thereby allowing
an individual to make non-concessional contributions
in a year they otherwise wouldn’t be able to. It could
also assist with contributing lumpy assets. For
example, take an individual with a $720,000 business
real property they wish to contribute to their SMSF.

The $540,000 contribution is then allocated
in July resulting in the whole property being
contributed in a single year without triggering an
excess contribution. Importantly, the reason we
need to do $180,000 of the transfer as a sale is
due to the fact that we cannot allocate parts of a
contribution separately and by doing the sale and
re-contribution, we create 2 separate contributions.

They have a couple of options:

The ATO has provided guidance on how this
strategy is to be approached administratively. Their
preferred method is to have contributions reported in
the member contributions statement for the year the
contribution is made, not the year it is allocated.
They will then issue the member with an excess
contributions tax notice and it is up to the member
to object to the assessment with evidence that
they used the regulations to delay allocating the
contribution to the following financial year. For this
reason, the strategy would need to be
documented robustly.

1. Contribute $180,000 of the property this year,
so that the individual and the SMSF are tenants
in common and then transfer the remaining
$540,000 next year.
2. Transfer the whole of the property to the SMSF
this year and treat $540,000 as a contribution
and $180,000 as a sale.
3. Transfer the whole of the property to the SMSF
this year and treat $180,000 as a contribution
and $540,000 as a sale, assuming the SMSF
has sufficient other assets. The $540,000
received from the fund could then be contributed
as a non-concessional in the following year.
However, each of these approaches has issues.
Another approach would be to transfer the property
to the SMSF in one go in June, with $540,000 as
a non-concessional contribution and $180,000
as a sale. The $180,000 proceeds are contributed
back to the SMSF and that contribution is
allocated immediately.
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This publication is current as at 4 February 2016, and has been prepared by BT Financial Group, a division of Westpac Banking Corporation ABN 33 007 457 141 AFSL 233714 (‘BTFG’), which is part of the Westpac group
of companies (Westpac Group). This document 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 BTFG or any other company in the Westpac Group. The information contained in this publication is an overview or summary only and it should not be considered a comprehensive statement on any
matter nor relied upon as such. This publication has been prepared without taking into account any person’s objectives, financial situation or needs. Because of this, you should, before acting on any information contained in
this publication, consider its appropriateness to your clients, having regard to their objectives, financial situation or needs. Any taxation information contained in this publication is a general statement and should only be used
as a guide. It does not constitute taxation advice and is based on current laws and their interpretation. Each individual client’s situation may differ, and your clients should seek independent professional taxation advice on any
taxation matters. Any graph, case study or example contained in this publication is for illustrative purposes only, and is not to be construed as an indication or prediction of future performance or results. While the information
contained in this publication may contain or be based on information obtained from sources believed to be reliable, it may not have been independently verified. Where information contained in this publication contains
material provided directly by third parties it is given in good faith and has been derived from sources believed to be accurate at its issue date. It is not the intention of BTFG or any member of the Westpac Group that this
publication be used as the primary source of readers’ information but as an adjunct to their own resources and training. To the maximum extent permitted by law: (a) no guarantee, representation or warranty is given that
any information or advice in this publication is complete, accurate, up to date or fit for any purpose; and (b) no member of the Westpac Group is in any way liable to you (including for negligence) in respect of any reliance
upon such information. This website may also contain links to websites operated by third parties (‘Third Parties’) who are not related to the Westpac Group (‘Third Party Web Sites’). These links are provided for convenience
only and do not represent any endorsement or approval by the Westpac Group of those Third Parties or the information, products or services displayed or offered on the Third Party Web Sites.
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