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2010 has been a busy year by any measure you reflect on it. But ... it seems there is more to do. See
below issues for those with SMSF.

CONTENTS

Why every person with an SMSF NEEAS G WIll .............ooeeeueeeiecieieeeee e eeee ettt e e e e e stee e e snae e e 1
Pregnant Pause — Understanding the new paid Parental leave SCheme .............cccccooceeveeeceeeciieeeecciee e 1
Who can access paid Parental [EAVET ......c.civiiiriieiieeie ettt ettt e s e st st teeesteeenareenes 2
What does the SChEME PrOVIAE? .......uiiiiii ittt e e e e e e e e e e e e ae e e e e e e e s asteaeeeeeeennnnnraeeens 2
S0, What do employers NEEA t0 O ......ciiiiie i e e e et ee e e s nte e e e sntae e e s naeeeennneeens 3
How does the scheme fit with existing private parental leave schemes?........ccocereciieeiciee e 4
HEIP QVAIIADIE. ..ttt sttt et e et e e i e e ate e st e e s ateesateesabeesn s eateesreeenne 4
We look forward to being of Service — helping you towards Prosperity & Peace of Mind....................cc........ 4

Why every person with an SMSF needs a will
Approximately 60% of Australian’s die without a will in place. The average age of people with a will
is 82 and the average age of people who die without a will is 62.

Apparently, the majority of us believe that we are all going to die of extreme old age.

Dying intestate (without a will) can be complex enough but if you have a Self Managed
Superannuation Fund the situation can become even more complex. Dying without a will in place is
likely to mean that there will be a significant period of time before your beneficiaries can access your
superannuation - even if you have binding death benefit nominations in place. The reason is that
once the trustee dies, there may not be anyone with the legal authority to approve the payment of
your superannuation to your nominated beneficiaries. If you are a Director of a trustee company
with multiple directors, it will depend on whether the trust deed and the company constitution
allow the other directors to act without you.

With many of us building a significant amount of wealth within SMSFs, it’s important that these
funds are not unnecessarily tied up when our families most need them..

Pregnant Pause - Understanding the new paid Parental
leave scheme

The Federal Government’s paid parental leave scheme is open for business. Available to eligible
parents whose babies are born or adopted from 1 January 2011, the scheme opened for
registrations on 1 October.
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Expectant parents can apply to access the scheme through the Family Assistance Office (FAO) up
to 3 months prior to the birth of their child. During the six month phase-in period of the scheme,
employers can opt into the scheme. If they don’t, the FAO will administer the parental leave
payments for them. From 1 July 2011 however, responsibility for administering the scheme will
predominantly fall to employers.

Who can access paid parental leave?

The parental leave payment is made to the primary carer of a baby born or adopted from 1 January
2011 (this is likely to be the birth mother or the initial primary carer of an adopted child unless there
are exceptional circumstances).

To access the scheme, parents need to:

- Register for the scheme through the Family Assistance Office;

- Be Australian residents;

- Earn $150,000 or less (based on your adjustable taxable income in the previous financial year);
- Be the primary carer of the child; and

- Pass the work test.

To pass the work test, you need to have worked at least 10 months of the 13 months prior to the
birth or adoption of the child and completed at least 330 hours of work within that 10 months. As
long as you pass the work test, it does not matter if you are a part-time worker, casual, full time
employee, contractor or self-employed.

Unlike many other benefits provided to expectant parents, the paid parental leave scheme is
available regardless of whether or not you have worked for your current employer for 12 months or
more. As long as you meet the work test, you can claim the paid parental leave. It does not
however provide you with leave — only an entitlement to be paid for 18 weeks if you are able to
take leave.

Parents can start paid parental leave at any point from 12 months following the birth of the child but
they cannot work from the birth or adoption until the final day of parental leave payments. The
legislation is flexible enough to allow parents to transfer their entitlement to paid parental leave.
For example, a new mother could transfer her right to paid parental leave to the father as long as
both parents are eligible and together they take no more than 18 weeks of paid parental leave.

There are also special provisions that allow parents to ‘stay in touch’ with work where you can have
up to 10 days of contact time with work within the 18 weeks of paid parental leave without being
considered to have returned to work. The self-employed are also able to oversee business
operations. If you intend to utilise these provisions you will need to be very clear about what you
can and can’t do and for how long, or risk losing your entitlements.

What does the scheme provide?

The Paid Parental Leave Scheme provides 18 weeks of paid parental leave at the minimum weekly
wage (currently $570 per week). Tax is paid on this amount.
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Anyone receiving the payments under the paid parental leave scheme will not be eligible for the
$5,000 baby bonus. Eligible parents can elect to take the baby bonus instead of participating in the
parental leave scheme.

It's important to recognise that the Paid Parental Leave Scheme gives you an entitlement to pay, not
leave.

So, what do employers need to do?

Parental leave is paid by the employer in line with the employee’s normal pay cycle. The
Government’s parental leave payments are treated in much the same way that salary and wages are
paid to the employee. That is:

- Any tax owing will need to be withheld and remitted to the Tax Office.
- Any amounts paid are included on the employee’s PAYG summary.
- Payslips should be provided as per usual.

Unlike normal employment conditions:

- Superannuation guarantee does not apply to paid parental leave payments.

- Leave does not accrue during the period of the paid parental leave.

- Ifyour business is enrolled or liable for Payroll Tax, parental leave payments are not included.
You will need to make sure you can distinguish between the different payments.

- Parental leave payments are not included in worker’s compensation calculations.

The scheme triggers when an employee registered under the scheme advises the FAO about the
birth or adoption of a child (parents have 12 months to make the notification and can take the
parental leave at any time within this period as long as they do not work during that period). From
that point, the FAO will pay the employer and the employer will then pay the employee as
part of the normal pay cycle. The employer will be paid in advance of the employee’s payment
cycle to ensure they are not out of pocket.

Employers are not obliged to pay the employee until they have been paid by the FAO. The first
payment is likely to be in arrears as the details of the claim are processed by the FAO which might
create some angst if employees are not aware of this.

There are also a series of administrative functions that employers will need to perform outside of
the payments to administer the scheme. These include:

- Providing the employee’s bank details and normal payment cycle to the FAO when the employee
registers (and keeping the FAO updated of any changes).

- Notify the FAO when the employee returns to work or if they are no longer employed by the
employer.

- Keep records of the amounts paid to the employee and funding received from the FAO. If the
amounts are incorrect, you need to advise the FAO.

- The FAO also needs to be advised if anything occurs that will change the employment
relationship such as the business closing down, sale of business, merger, or a transition of
ownership.
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Employers are only responsible for paying the parental leave payments to eligible employees who
have been with them for 12 months or more and intend to take 8 weeks or more of parental leave.
Anyone who is eligible to access paid parental leave but does not meet these criteria will be paid
directly by the FAO.

How does the scheme fit with existing private parental leave schemes?

If you have an existing private parental leave scheme in place, you should consult an employment
lawyer. The Government’s scheme does not supersede any existing agreements and as such, any
agreement will remain in place for the life of that agreement.

Help available

To make the compilation & reporting task for tax returns easier, clients of Property Tax
Specialists received checklists and templates to facilitate the process ... saving them time and
money ... the ‘write’ way is having clear documentation. ATO way means time/money wastage with
possible audit investigation.

If you need help contact Shukri Barbara at Property Tax Specialists at
Shukri@propertytaxspecialists.com.au

We look forward to being of Service gRiidtleRLlRxe) W elge!

Please do not hesitate to contact us if you would like to review & discuss your current property & tax

situation, your asset protection strategy, structuring your next investment property, planning to
legally minimise your tax position or just to prepare your next tax return.

We look forward to being of service. We also look forward to your referrals.

To improve our service we welcome all constructive comments on this newsletter and other
materials.

For help contact Shukri Barbara at Property Tax Specialists at Shukri@propertytaxspecialists.com.au

Disclaimer

The material and contents provided in this publication are informative in nature only. It is not intended to be
advice and you should not act specifically on the basis of this information alone. If expert assistance is
required, professional advice should be obtained.

Acknowledgement - parts of this newsletter have been taken from Knowledgshop Pty Ltd client newsletters.
Barbara & co — Property Tax Specialists is a member of the Knowledge Shop and Hayes Knight Network
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Kind Regards
Shukri Barbara

Property Tax Specialists — Prosperity & Peace of Mind

Barbara & Co cpa

phone 02 9411 8133

fax 02 9412 2833

mobile 0410 588 305

post: P.O.Box 665 Chatswood NSW 2057

office

Level 5

suite 509, 71-73 Archer Street

Chatswood NSW 2067

website www.propertytaxspecialists.com.au <http://www.propertytaxspecialists.com.au>

"Liability is limited by a Scheme approved under Professional Standards Legislation



