Audit Representation Letter from Trustee(s)
Smartheat Superannuation Fund

Year ended 30 June 2021
To the auditor,
Dear Sir,

With respect to the audit of the financial statements of the above mentioned fund for the year
ended stated, the following representations are made which are true and correct to the best of my
(our) knowledge and belief that will address the necessary compliance requirements of the
Superannuation Industry (Supervision) Act 1993.

Preparation of the ATO Income Tax & Regulatory Return
The information disclosed in the annual return is complete and accurate.

Sole Purpose of the Fund

The sole purpose of the Fund is to provide retirement and/or death benefits to its members and/or
beneficiaries.

Accounting Policies

All the significant accounting policies of the Fund are adequately described in the Financial
Statements and the Notes thereto. These policies are consistently applied unless specifically
noted in the Financial Statements and Notes.

Fund Books/Records/Minutes

All financial books, records and relevant material relating to the transactions and activities of the
Fund have been made available to you, including minutes of the Trustees’ meetings, the Trust
Deed (as amended) and the Rules of the Fund. The Financial Statements accurately disclose the
Revenue and Expenses and the full extent of the Assets and Liabilities of the Fund.

Asset Form
The assets of the Fund are being held 1n an acceptable form suitable for the benefit of the
members of the Fund, and have been stated at their net market value.

Ownership and Pledging of Assets
1. The Fund has satisfactory title to all assets shown in the Financial Statements
2. Investments are registered in the name of Smartheat Superannuation Fund
3. No assets of the Fund have been pledged to secure liabilities of the Fund or of any other
fund or entity.



Investments

|. Investments are carried in the books at their net market value.
2. Amounts stated are considered reasonable in the current market condition, and there has

not been any permanent diminution in their value below the amounts recorded in the
Financial Statements.

3. There are no commitments, fixed or contingent, for the purchase or sale of long term
Investments.

4. Investment transactions and investments held are in accordance with the Investment
Strategy, which has been determined with due regard to risk, return, liquidity and
diversity.

5. The Trustee(s) have complied with all the Investment Standards stipulated in the
Regulations relating to the SIS Act as amended.

Trust Deed Amendments

All amendments (if any) to the Trust Deed were made in order for the Fund to comply with the
SIS Act, Regulations and any other applicable legislation relating to the operation and
governance of the Fund.

Governing Rules
The Fund 1s being conducted in accordance with its Trust Deed and Governing Rules.

Legislative Requirements

The Fund 1s being conducted in accordance with the Superannuation Industry (Supervision) Act
1993, and the Regulations of the said Act. Including minimum pension payments to members
entitled to receive a pension.

Contributions

The Trustees confirm the contributions, if any, received by the fund are within the limits
imposed by the legislation, taking into account contributions paid by the members to other
superannuation funds. Correspondence from the member(s) has been received and recorded by
the trustees tor all contributions from the member(s).

Use of Assets

All assets of the Fund have been acquired and used for the sole purpose of generating retirement
benefits in accordance with the Superannuation Industry (Supervision) Act 1993, the Trust Deed
of the Fund and the Investment Strategy of the Fund.

Pension Payments and Withdrawal of Funds
All pension payments (if any) and all withdrawal of funds from the accounts of the Fund have
been made in accordance with statutory limitations imposed by legislation governing the Fund

and all withdrawals of funds have been in accordance with the Superannuation (Supervision) Act
1993.

Trustee Responsibilities
The Trustees are aware of their responsibilities and obligations to the Members and the various
regulatory bodies that govern, administer and enforce respective applicable legislation.



Trustee Covenants

The Trustee(s) have complied with all the Trustee Covenants set out in section 52 of the
Superannuation (Supervision) Act 1993.

Legal Matters

The Trustees confirm you have been advised of all significant legal matters, and that the
probability of any material revenue or expenses arising from such legal matters has been
adequately accounted for, and been appropriately disclosed in the financial report.

Related Parties
All related party transactions have been brought to your attention.

Disqualified person not to act as a Trustee

There is no reason why any Trustee should be prohibited from acting as a Trustee of this
Superannuation Fund.

Information to Members

Information relating to the transactions and activitics of the Fund has been supplied in a timely
manner.

Meetings

Meetings have been conducted in accordance with the Trust Deed and the requirements of the
SIS Act. Resolutions and 1ssues on which the Trustee(s) have voted, or on which they were
required to vote have been passed by at least a 2/3rds majority of the Trustees.

Subsequent Events

Since the end of the financial year stated in the Financial Statements till the date of this letter,
there have been no events or transactions that would have a material effect upon the Fund either
financially or operationally.

Yours faithfully




ENGAGEMENT LETTER

To: The Trustee, Smartheat Pty Ltd

Scope

You have requested that we audit the financial report of Smartheat Superannuation
Fund, which comprises the balance sheet as at 30 June 2021, and the income
statement for the year then ended a summary of significant accounting policies, other
explanatory notes and the trustees’ declaration. We are pleased to confirm our
acceptance and our understanding of this engagement by means of this letter. QOur
audit will be conducted with the objective of expressing an opinion on the financial
report and compliance with the Superannuation Industry Supervisory Act 1993.

We will conduct our audit in accordance with Australian Auditing Standards. Those
Auditing Standards require that we comply with relevant ethical requirements relating
to audit engagements and plan and perform the audit to obtain reasonable assurance
whether the financial report is free from material misstatement. An audit involves
performing audit procedures to obtain audit evidence about the amounts and
disclosures in the financial report. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the
financial report, whether due to fraud or error. An audit also includes evaluating the
appropriateness of the financial reporting framework, accounting policies used and
the reasonableness of accounting estimates made by the Trustees, as well as
evaluating the overall presentation of the financial report.

Because of the test nature and other inherent limitations of an audit, together with the
inherent limitations of any accounting and mternal control system, there 1s an
unavoidable risk that even some material misstatements may remain undiscovered.
In making our risk assessments, we consider internal control relevant to the entity’s
preparation of the financial report in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control.

We take this opportunity to remind you that the responsibility for the preparation and
fair presentation of the financial report in accordance with Australian Accounting
Standards (including the Australian Accounting Interpretations) and the
Superannuation Industry Supervisory Act 1993 1s that of the trustees. Our auditor’s
report will explain that the trustees are responsible for the preparation and the fair
presentation of the financial report in accordance with the applicable financial
reporting framework and this responsibility includes:



* designing, implementing and maintaining internal control relevant to the preparation
of a financial report that is free from misstatement, whether due to fraud or
CITOr;

* selecting and applying appropriate accounting policies; and

* making accounting estimates that are reasonable in the circumstances.
As part of our audit process, we will request from the trustees written confirmation
concerning representations made to us in connection with the audit.

Other Matters under the Corporations Act 2001

Independence

We confirm that, to the best of our knowledge and belief, we currently meet the
independence requirements of the Corporations Act 2001 in relation to the audit of
the tinancial report. In conducting our audit of the financial report, should we become
aware that we have contravened the independence requirements of the Corporations
Act 2001, we shall notity you on a timely basis.

We look forward to your full cooperation and make available to us whatever records,
documentation and other information we request in connection with our audit.

Please sign and return the attached copy of this letter to indicate that it is in
accordance with your understanding of the arrangements for our audit of the financial
report.

Yours faithfully,

lllllllllllllllllllllllllllll

A.W. Boys

SAN: 100014140
Registered Company Auditor 67793

Dated

Acknowledged on behalf of, Smartheat Superannuation Fund by

Name and Title
Dated la}(/ ,L;/ S },’_nﬂf"



Investment Strategy

Smartheat Superannuation Fund

Background:

The investment strategy outlined below represents an expansion and clarification of the Investment
Strategy agreed at the formation of Smartheat Superannuation Fund.

Objectives:
The objective of the fund is to:
5 Provide superannuation benefits to members and their dependants to meet their
retirement needs.
» Ensure that appropriate mixes of investments are held by the fund to support these needs
@ Ensure the fund has sufficient liquidity at all times to meet all commitments
® Maximise the tax effectiveness of fund investments thereby delivering the best long

term after tax return for members.

The Investment objective of the trustees is to aim to achieve real medium to longer-term growth. In
recognition of the 5 year investment time frame of members the fund will have a high proportion of
growth assets in the portfolio.

Investment Choice:

The Trustees have determined the fund’s investment may include but not be limited to all or one of the
following:

B Direct equities, stocks and derivatives and including the participation in dividend
reinvestment program, right 1ssues and the like, including the use of geared instalment
warrants.

® Commercial Property at Unit 6, 19 Chifley Street, Smithfield, NSW, 2164;

0 Managed investments and associated products;

a Direct residential, industrial commercial property investment, including geared
property investments purchased using allowable limited recourse borrowing
arrangements;

s Bank and other financial institution securities including Term Deposits, Debentures,
Secured and Unsecured Notes and Bonds:

® Any other investment that the trustees may feel prudent to achieve the objective of the
fund.

The Trustee may from time to time decide to seek professional advice from Accountants, Solicitors or
Financial Planners in the formulation or implementation of this or any future investment strategy.

In formulating this strategy the trustees have taken into consideration relevant features of the various
investments in accordance with both the fund’s objectives and appropriate legislation.



While drafting this investment strategy, the trustees have taken into account all of the circumstances of
the fund, including:

the risks involved in making each investment;

the likely return from making each investment;

the range and diversity of investments;

any risks coming from limited diversification:;

the liquidity of the fund’s investments:

the ages and preferences of its members;

expected cash flow requirements; and

the ability of the fund to meet its existing and prospective liabilities such as paying
benefits to its members.

Policies:

The policies adopted by the Trustees in order to achieve these objectives are:

v Regular monitoring of the performance of the fund’s investment, to oversee the overall
investment mix and the expected cash flow requirements of the fund.
E Balancing the fund’s investment portfolio due to changes in market conditions, by

further sale and purchase of investments.

The Trustees aim will always be to ensure that they follow the investment strategy, however, the
Trustees will at all times reserve the right to change the investment mix depending on the market
situation and opportunities available to strengthen its Objectives.

A copy of the Investment Strategy of the fund will be available to members of the fund on request.

Risk profile and risk tolerance:

The Fund has a long time horizon. Further the members are prepared to endure a reasonable level of
volatility of returns in expectation of long term growth. The members have existing equity and property
investments outside superannuation and are familiar with the variability of both returns and capital
values which are associated with such investments.

Members understand

3 the trade-off between investment risk and long term capital and income growth and have
indicated [capital preservation & stability/growth] is a priority
& Investment risk is borne by the members, as fluctuation in investment returns will affect

the level of the members benefits on withdrawal

The members have indicated they understand and are prepared to accept the increased volatility of
returns associated with borrowing to invest, including the risk of loss, including the risk of total loss of
invested assets where such assets are subject to limited recourse borrowing arrangements.

Insurance:

The Trustees have considered whether the Fund should hold a contract of insurance for its members and
concluded that:

¢ The members have some insurance outside the fund via an insurance policy directly held by the
member.



e The Trustees recognise the importance of additional appropriate insurance and will take actions
if applicable.

Liquidity:

The Members of Smartheat Superannuation Fund have significant assets outside of superannuation. At
the present time neither expects to access their superannuation prior to age 65. Accordingly there is no

anticipated benefit payment in the next 5 years. Cash in excess of anticipated liquidity requirement will
be invested in accordance with the Fund’s investment strategy.

Asset Allocation:

The targeted asset allocation will recognise the need to have a diversified asset mix, however, given the
long term investment horizon of the members and the significant assets outside of superannuation, the
allocation will have a strong growth asset bias and be focused on maximising capital growth.

The Trustees recognise the higher risk in investing predominantly in growth assets and the volatility
associated with shares and property. The volatility will be compensated by the prospect of achieving
higher return and growth in the longer term. The shares are invested in different industries and sectors,
which will spread risk to a satisfactory level

The final targeted asset allocation will be in the following ranges:

Growth Assets Range 12 month target
e Investments - Building 95%-98% 97%
Defensive assets
e (Cash and fixed interest 1%- 5% 3%
100%

All Trustees/Directors of the Trustee Company to sign
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Signature of Trustee/Directgr o the Trustee Company
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> Australian Government
P¥% Australian Taxation Office  Self-managed super fund trustee declaration

| understand that as an individual trustee or director of the corporate trustee of
Fund name

SMARTHEFR | CUPTRANNUETION  Tum>

| am responsible for ensuring that the fund is operated in accordance with the Superannuation Industry (Supervision) Act 1993
(SISA).and other relevant legislation. The Commissioner of Taxation (the Commissioner) has the authority and responsibility for
administering the legislation and enforcing trustees’ compliance with the law.

| must keep myself informed of changes to the legislation relevant to the operation of my fund and ensure the trust deed is kept
up to date in accordance with the law and the needs of the members.

If I do not comply with the legislation, the Commissioner may take the following actions:

@ impose administrative penalties on me

® give me a written direction to rectify any contraventions or undertake a course of education

m enter into agreements with me to rectify any contraventions of the legislation

= disqualify me from being a trustee or director of a corporate trustee of any superannuation fund in the future
@ remove the fund’s complying status, which may result in significant adverse tax consequences for the fund
® prosecute me under the law, which may result in fines or imprisonment.

Sole purpose

| uqdergtand tis my responsibility to ensure the fund is maintained for the purpose of providing benefits to the members upon
their retirement (or attainment of a certain age) or their beneficiaries if a member dies. | understand that | should regularly evaluate
whether the fund continues to be the appropriate vehicle to meet this purpose.

Trustee duties
| understand that by law | must at all times:

@ act honestly in all matters concerning the fund
m exercise skill, care and diligence in managing the fund
@ act in the best interests of all the members of the fund

m Keep records of decisions made about the running of the fund, including the appointment of professional advisers and the
retirement of members and payment of benefits

# ensure that my money and other assets are kept separate from the money and other assets of the fund
i take appropriate action to protect the fund's assets (for example, have sufficient evidence of the ownership of fund assets)

w refrain from entering into any contract or do anything that would prevent me from, or hinder me in, properly performing or
exercising my functions or powers as a trustee or director of the corporate trustee of the fund

® allow all members of the fund to have access to information and documents as required, including details about
~ the financial situation of the fund
- the investments of the fund
- the members’ benefit entitlements.

| also understand that by law | must prepare, implement and regularly review an investment strategy having regard to all the
circumstances of the fund, which include, but are not limited to:

i the risks associated with the fund’s investments
= the likely return from investments, taking into account the fund'’s objectives and expected cash flow requirements
® investment diversity and the fund’s exposure 1o risk due to inadequate diversification

m the liguidity of the fund'’s investments having regard to the fund’s expected cash flow requirements in discharging its existing
and prospective liabilities (including benefit payments)

@ whether the trustees of the fund should hold insurance cover for one or more members of the fund.

Accepting contributions and paying benefits
| understand that | can only accept contributions and pay benefits (income streams or lump sums) to members or their beneficiaries
when the conditions specified in the law and the fund trust deed have been met.

Investment restrictions
| understand that, as a trustee or director of the corporate trustee of the fund, subject to certain limited exceptions specified in the
law, | am prohibited from:

m giving financial assistance using the resources of the fund to a member of the fund or @ member’s relative (financial assistance
means any assistance that improves the financial position of a person directly or indirectly, including the provision of credit)

® acquiring assets (other than business real property, listed securities, certain in-house assets and acquisitions made under



m borrowing money (or maintaining an existing borrowing) on behalf of the fund except in certain limited circumstances (while limited

recourse borrowing arrangements are permitted, they can be complex and particular conditions must be met to ensure that legal
requirements are not breached)

i gcquiring an in-hoyse asset If the fund's in-house assets exceed 5% of the market value of the fund’s total assets, or the
in-house assets will exceed 5% of the market value of the fund’s total assets by acquiring the asset (in-house assets are loans to,

or investments in, related parties of the fund - including trusts — or assets subject to a lease or lease arrangement between the
trustee and a memober, relative or other related party)

i enterin_g into investments that are not made or maintained on an arm’s length (commercial) basis (this ensures the purchase or
sale price of the fund’s assets and any earnings from those assets reflects their market value).

Administration
| understand that the trustees of the fund must:

% keep and retain for at least 10 years

- min_utgs of all trustee meetings at which matters affecting the fund were considered (this includes investment decisions and
decisions to appoint members and trustees, the retirement of members and payment of benefits)

— records of all changes of trustees, including directors of the corporate trustee

— each trustee’s consent to be appointed as a trustee of the fund or a director of the corporate trustee
- all trustee declarations

— coples of all reports given to members

- documented decisions about storage of collectables and personal use assets
m ensure that the following are prepared and retained for at least five years

— an annual statement of the financial position of the fund

- an annual operating statement

— copies of all annual returns lodged

— accounts and statements that accurately record and explain the transactions and financial position of the fund including asset
market valuation

- copies of Transfer balance account reports lodged
- copies of any other statements you are required 1o lodge with us or provide to other super funds

w appoint an approved SMSF auditor each year, no later than 45 days before the due date for lodgment of the fund's annual return
and provide documents to the auditor as requested

m lodge the fund’s annual return, completed in its entirety, by the due date
i review the independent audit report received from the approved SMSF auditor and take action as required
@ notify the ATO within 28 days of any changes to the

- membership of the fund, or trustees or directors of the corporate trustee

- name of the fund

- contact person and their contact details

- postal address, registered address or address for service of notices for the fund

a notify the ATO in writing within 21 days if the fund becomes an Australian Prudential Regulation Authority (APRA) regulated fund.
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DECLARATION

By signing this declaration | acknowledge that | understand my duties and responsibiiities as a trustee or director of the corporate trustee
of the self-managed superannuation fund named on this declaration (or if the fund’s nhame changes, that name). | understand that:

w | must ensure this document is retained for at least 10 years or while | remain a trustee or director of the corporate frustee
(whichever is longer) and, if | fail to do this, penalties may apply.

m Administrative penalties can be imposed on me for not complying with the legislation
® | may have to make this document available for inspection by a member of staff of the ATO and, If | fall to do this, penalties may apply.

@ | do not have access to the government’s financial assistance program that is available to trustees of APRA reguilated funds
in the case of financial loss due to fraudulent conduct or theft

Trustee’s or director’s name

Trustee’s or director’s sigpature
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7 Date .
[;} Day Month Year
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Witness’ name (withess must be 18 years old or over)

I

Witness’ signature

I_ _‘ Date




