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(the "Trustee”)

AND: The person(s) named in Item 3 in the Schedule
{the "Members"”)
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&

A, The Fund was established by the execution of the Trust Deed on the Establishment
Date.
B. The Trust Deed was last amended on the Last Amendment Date.

C. The parties to this Deed wish amend the Trust Deed in accordance with the
Amendment Clause.

D. The parties wish to record the amendment of the Trust Deed in accordance with the
terms of the Trust Deed and have entered into this Deed accordingly.

OPERATIVE PART:

1. DEFINITIONS & INTERFPRETATION

1.1  Definitions

In this Deed, unless the context or subject matter requires otherwise:

Amendment Clause means the clause or provision of the Trust Deed authorising the
amendment of the Trust Deed which is listed in Item 7 of the Schedule;

Deed Date means the date of this Deed specified in Item 1 of the Schedule;

Establishment Date means the date on which the Fund was established which is listed in
Item 5 in the Schedule;

Fund means the superannuation fund described in Itém 4 in the Schedule;

Last Amendment Date means the date on which the Trust Deed was last amended which
is listed in Item 6 in the Schedule;

Trust Deed means the deed establishing the Fund which was signed on the Establishment
Date.

1.2  Interpretation

(a) In the interpretation of this Deed, unless the context or subject matter requires
otherwise, references {o:

(i) singuiar words includes the plural and vice versa;
(i) any gender includes every gender;
(iti}  a person includes natural persons, firms, companies, corporations, bodies

corporate, trustee, trusts, associations, partnerships, government authorities,
and other legal entities and includes successors and assigns;




(iv)  writing includes printing, typing, facsimile and other means of representing
or reproducing words, figures, drawings or symbols in a visible and tangible
or electronic form, in English;

(v) signature and signing means due execution of a document by a person,
corporation or other relevant entity and include signing by an agent or
attorney or representative (if a body corporate);

(vi} months mean calendar months;
(vii) statutes include statutes amending, modifying, rewriting, consolidating or

replacing the statutes referred to and all regulations, orders-in-council, rules,
by-laws, orders in council and ordinances made under those statutes;

(viii) sections of statutes or terms defined in statutes refer to corresponding
sections or defined terms in amended, consolidated or replacement statutes;

(ix) anagreement or document (including this Deed) means that agreement or
document as amended, novated or supplemented and includes all recitals,
schedules, appendices and exhibits to it;

() a party includes that party's executors, administrators, substitutes,
successors and assigns;

(xi) clauses or schedules are references to the clauses or schedules of this
Deed.

(b) The following rules apply unless the context or subject matter requires otherwise:

(i) headings and the table of contents are used for convenience only and will
be disregarded in the interpretation of this Deed;

(ii} if a word or phrase is given a defined meaning, another grammatical form
of that word or phrase has a corresponding meaning;

(iti)  if a word or phrase is given a defined meaning in the Trust Deed, that
word or phrase will have the same meaning in this Deed unless another
meaning is given in this Deed,

2. AMENDMENT OF DEED

In accordance with the Amendment Clause, the terms of the Trust are amended by deleting
Rules 1 to 16 of the Trust Deed and replacing them with the Rules in Annexure “A” to this
Deed.

3. PURPOSE OF THE FUND

The parties to this Deed hereby declare that the purpose of the Fund is to provide individual
personal benefits, pensions or retiring allowances upon the death or retirement of a
rmember, provided that:

(a) the purpose would cause the Fund to be a complying superannuation fund (as
defined for the purposes of the Income Tax Assessment Act 1936);

(b) if the trustees of the Fund are natural persons the sole or primary purpose of the
Fund is to provide old age pensions (as defined for the purposes of the
Superannuation Industry (Supervision) Act 1993); and

() where the trustees of the Fund are not natural persons, the trustee must be a
constitutional corporation as that term is defined in the Superannuation Industry
(Supervision) Act 1993,
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(i} if a word or phrase is given a defined meaning, another grammatical form
of that word or phrase has a corresponding meaning;

(iti)  if a word or phrase is given a defined meaning in the Trust Deed, that
word or phrase will have the same meaning in this Deed unless another
meaning is given in this Deed,

2. AMENDMENT OF DEED

In accordance with the Amendment Clause, the terms of the Trust are amended by deleting
Rules 1 to 16 of the Trust Deed and replacing them with the Rules in Annexure “A” to this
Deed.

3. PURPOSE OF THE FUND

The parties to this Deed hereby declare that the purpose of the Fund is to provide individual
personal benefits, pensions or retiring allowances upon the death or retirement of a
member, provided that:

(a) the purpose would cause the Fund to be a complying superannuation fund (as
defined for the purposes of the Income Tax Assessment Act 1936);

(b) if the trustees of the Fund are natural persons the sole or primary purpose of the
Fund is to provide old age pensions (as defined for the purposes of the
Superannuation Industry (Supervision) Act 1993); and

(c) where the trustees of the Fund are not natural persons, the trustee must be a
constitutional corporation as that term is defined in the Superannuation Industry
{Supervision) Act 1993,




4.

VARIATION OF TRUST DEED

Notwithstanding anything contained in this Deed to the contrary, this Deed does not and

will not:

{a) alter the objects of the Fund;

(b) reduce the benefits and entitiements payable to Members;

4

{c) alter the rights and benefits of existing Members in a manner such that, on the
whole, equity between Members is not maintained; or

{d) offend the provisions of any relevant act or regulation as they exist, from time to
time, or any amendment or variation of any relevant act or regulation made after the
Deed Date.

5. NO RE-SETTLEMENT

To the extent that any one or more of the provisions of this Deed are not able, allowed or
required to take effect pursuant to a provision of the Superannuation Industry Supervision
Act 1993 as amended or regulation made for the purposes of that statutory enactment, the
provision is amended by deletion to the extent that:

(a)

(®)

(c)

6.

it is necessary to remove that or those restrictions beyond the validity of the
amendments, or any part of them made pursuant to this Deed; and

the deletion of part or all of the provision does not result in a re-settlement of the
Fund; and

amendments made by this Deed are deemed to have occurred after the deletion
referred to in this clause.

SUPERANNUATION INDUSTRY (SUPERVISION) ACT 1993

This Deed will not take effect, to the extent that:

(a)

(b)

any one or more of the provisions of this Deed are not able, allowed, or required to
take effect pursuant to the provision of the Superannuation Industry (Supervision)
Act 1993 or any regulations made for the purposes of that Act; and/or

the provisions are not capable of being amended to enable or allow this Deed to take
effect.
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Trustee

Name
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Date

Last Amendment
Date

Amendment
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SCHEDULE
,26,?/,2 /Zdo &

Liangu Pty Ltd (ACN 099 014 543)
117/35 Howard Street, Brisbane, Qlid, 4000

&

i

Brian Gordon Griffiths and Ming Chen Wang

Unit 117 Admiralty Towers, 35 Howard Street,
Brisbane, Qld, 4000
The Griffiths Family Superannuation Fund established
by the Trust Deed on the Establishment Date.

29 June 1994

10 January 2002

Rule 15



Executed as a Deed.

EXECUTED AS A DEED by Liangu Pty Ltd
(ACN 099 014 543) as the Trustee
pursuant to Section 127 of the
Corporations Act 2001 (Cth) :

SIGNED SEALED AND DELIVERED by
Brian Gordon Griffiths and Ming Chen
Wang as the Members in the presence
of:

Witness:
Name (printed): &. 3. #Zpcrg

/ﬁw/ A

Brian G Griffiths
Director

Ming Chen Wang
Director
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Ming Chen Wang



ANNEXURE “A"

The Strafteg/st S|

A Living Super deed

Griffiths Family Superannuation
Fund

R e

- Product Disclosure Statement
- Rules of the Fund

Rules of the Fund prepared by:
Robert Richards

Robert Richards & Associates
Revenue and Corporate Law
Suite 3, Level 12, 53 Martin Place
Sydney, New South Wales
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Copyright ©® 2007 Espreon Corporate Services Pty Limited

This document contains material (‘the Material’) prepared by Espreon Corporate Services Pty
Limited. The Material is protected by copyright. All rights reserved. No part of the Material
may be reproduced in Australia or in any other country by any process, electronic or
otherwise, in any material form or transmitted to any other person or stored electronically in
any form without the prior written permission of Espreon Corporate Services Pty Limited,
except as permitted by the Copprighs Act 79685, y

o

When you access the Material you agree:

# Not to reproduce all or any part of the Material without the prior written permission of
Espreon Corporate Services Pty Limited;

» To acknowledge that the Material is provided by Espreon Corporate Services Pty Limited;

#» Not to make any charge for providing the Material or any part of the Material to another
persen or in any way make commercial use of the Material without the prior written
consent of Espreon Corporate Services Pty Limited and payment of an appropriate
copyright fee;

» Not to modify or distribute the Material or any part of the Material without the express
prior written permission of Espreon Corporate Services Pty Limited.

Disclaimer

The Product Disclosure Statement, the Deed and the Rules are based on the Australian
superannuation and taxation law as at 16 November 2007. Neither Espreon Corporate
Services Pty Limited its employees nor advisers accept any liability for any loss or damages of
any kind whatsoever arising as a result of use of this document.

EON2G07.3_v8
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Introduction

Thank you for choosing the S#efeg/st Deed to operate your self managed superannuation fund
('SMSF’). We know you have made the right choice as the S#zfegiss Deed has been developed
by key industry experts that cover all aspects of SMSFs.

Legal structuring, asset protection, investment options and administrative management have

all been keenly debated in order to bring you this document from a wide breadth of experience
in the SMSF arena. The people who have been involved in this process are proud of their work
and as such we would like to take the opportunity to introduce them to you. Please see below.

Most SMSF deeds are created by an individual who may have a very narrow and singular focus
regarding this important area. We beileve that although this is an easier way to deliver a
product it lacks credibility and robustness. Our aim in delivering the Strafeg/ist Deed is to
provide a document that has been debated and tested by the best in the industry.

Most importantly, with the introduction of “Living Super” we are also committed to keeping this
important document up to date at all times, thus protecting you as a trustee from having a
non-compliant trust deed.

The Strategist Deed Review Panel
Robert Richards — Robert Richards & Associates

Robert is a Solicitor and Chartered Accountant specialising in revenue and superannuation law,
the management of tax audits and litigation and associated corporate and trust law.

Sally Rorke - Espreon Corporate Services Pty Ltd

Sally is a SMSF Specialist Advisor and a Chartered Accountant with an extensive background in
selff managed superannuation technical research and advice, document design and
management.

Susie Thearle -~ The Real Issue Pty Ltd

Susie is a SMSF Specialist Advisor and Chartered Accountant with 16 years in Public Practice.
She is on the SPAA Audit Sub Committee and assists SPAA in submissions to government. She
is also on the ATO Simpler Super Working Group for SMSF Approved Auditors. Her practice
provides specialist consultancy services in both taxation and superannuation.

David Busoli — Total Super Pty Ltd

David is a SMSF Specialist Advisor and CEQ of a national SMSF compliance & administration
company. He provides education and strategy advice to other advisers and trustees and has 27
years superannuation experience.

Cindy McDonald - Opez Superannuation Services Pty Ltd

Cindy is a SMSF Specialist Advisor, a CPA and CEO of an SMSF practice in Perth, WA. She has
worked in the industry for over 16 years and has in-depth knowledge and experience in the
SMSF arena. Cindy regularly contributes to industry submissions, is currently the WA
Chairperson for SPAA and sits on the SPAA National Membership Committee.

Paul Berresford ~ Optimus Financial Group Pty Ltd

Paul is a SMSF Specialist Advisor, Chartered Accountant, 2 CA accredited Financial Planning
Specialist and director of an SMSF Specialist Practice in Perth, WA, Paul has a wealth of
knowledge in the areas of retirement & wealth accumulation strategies, estate planning, SMSF
compliance, investment advice, and risk insurance and portfolio management.

Peter Bishell - Phase Three Superannuation and Retirement Consultants Pty Ltd

Peter is a SMSF Specialist Advisor, a CPA (Financial Planning Specialist) and a Certified
Financial Planner with over 25 years experience in financial services. Peter is the Principal of a
specialist superannuation practice in Canberra and is widely acknowledged professionally as
one of the most knowledgeable superannuation consultants in Australia. Peter has always
been an advocate of consumer related issues in the financial planning sector and regularly
makes submissions to government.

EON2007.3_.v8
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PRODUCT DISCLOSURE STATEMENT

1. Introduction

Self Managed Superannuation Funds ("SMSFs") are very popular with Australians wanting to
take control and manage their own Superannuation assets. There is a gonsiderable amount of
legislation that governs SMSFs. So too are there various regulators” such as the Australian
Taxation Office ("ATO”) and the Australian Securities and Investment Commission ("ASIC™).
To commence or be a part of a SMSF is a big responsibility and one not to be taken lightly,
The responsibility extends to each member of a SMSF having to become a trustee of the fund
or if the fund has a corporate trustee - a director of the trustee company under the
SUPEranauation Inaustry (Suypervision) Act 1993 ¢ '51S Act”),

2. The Strategist SMSF

This S#rategist SMSF trust deed package contains information and the governing rules to
operate your own self managed superannuation fund. It has been designed to enhance your
understanding, as a member and a trustee, of the benefits and strategies available within a
self managed superannuation fund, or SMSFs as they are commonly known. As well, It
highlights the important obligations for the trustee that go hand in hand with these benefits.

In May 2006 the government announced sweeping changes to superannuation known as the
Sumpler Super reforms.  These reforms have introduced new benefits and opportunities for
members of a SMSF that are generally available from 1 July 2007. The Strategist SMSF trust
deed package allows for these new benefits. Nevertheless the Simprer Super regime is a
constantly evolving legislation which means that the information and governing rules in the
Strategist SMSF are regularly reviewed and updated to refiect all new changes. A service
called L/ving Superis available to the trustees of a Strateg/st SMSF that keeps them informed
of any new changes and ensures that their governing rules are up to date,

Before establishing a Skategist SMSF, it is vital that a potential member do the following
things:

1. Read the information in this product disclosure statement, commonly referred to as a
PDS and the governing rules. These documents provide the potential member with all
the benefits that are payable by the trustee of the fund, when those benefits may be
paid and how they will be paid. They also cover how a member's benefits are taxed or
may be exempt from tax, the risks involved in being a trustee and member of a SMSF
and how a SMSF compares to other superannuation fund investments;

2. Watch the DVD that is supplied with the Strategist SMSF, which covers many of the
issues in the PDS in an audiovisual format; and

3. Read the ATO’s publication “DIY Super: It's your money .. but not vet.” This
publication provides an excellent guide to trustees on what can and cannot be done in a
SMSF.

3. Why the need to know so much?

The Corporations Act 2007 provides that where a person is provided with a financial product
they must receive a PDS. A PDS is a statement that contains information required by the
Corporations Act 2007 to provide a person with sufficient information to make an informed
decision about acquiring a financial product. Importantly the PDS must provide information
about any significant benefits in a fund to which any prospective or existing member may
become entitled as well as the circumstances, process and timeframe in which those benefits
may be provided.

Griffiths Family Superanauation Fund 1
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A financial product in relation to a SMSF includes various superannuation interests including

some of the following:

v v v v v v v

making a contribution into a fund;
paying a lump sum or pension from a fund;

receiving a disability benefit from a fund;

putting in place an investment strategy for a fund;
paying out benefits after a member's death:

making an investment that is a financial product;
creating an insurance plan for the trustee of the fund.

It is important to understand that it is the trustee’s responsibility to provide members and
prospective members with a PDS. This is the case even though the members of the fund are
trustees or directors of the corporate trustee.

4. Superannuation Product Comparisons

A SMSF is one of a number of types of superannuation funds in which a person may accrue
their retirement savings and receive retirement benefits.

The following table is an indicative guide that seeks to highlight the main differences between
the most common forms of superannuation for a member of a superannuation fund. However
before choosing any type of superannuation, a member should seek professional advice. A
specialist superannuation adviser can provide a detailed understanding of the differences
between various types of superannuation fund.

Feature Self Managed Retail Industry
Superannuation Superannuation Superannuation
Fund Fund Fund
Investment choice Unlimited* Limited Limited
Control of the fund Yes as trustee or No No
director of a trustee
cormpany
Compliance Full responsibility as None None
responsibilities trustee or director of
a trustee company
Fees payable:
- Establishment Yes Yes Nil
- Ongoing Flexible % Funds under % Funds under
management management or set
fee per month
Pension types Wide range * Restricted Restricted
available
Receive a pension® Yes May apply May apply
and continue
contributing to super
Death benefits
available:
- Lump Sums Yes Yes Yes
- Pensions Only to dependants Limited & only to Limited & only to
dependants dependants
Disability benefits
available
- Temporary Yes No No
- Permanent Yes Yes - Limited Yes - Limited
Griffiths Family Superannuation Fund 2
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Membership Number of members | Conditions Applying Conditions Applying
limited otherwise
wide provided the

member acts as
trustee or director of
a trustee company

Spouse Splitting Yes* May apply May apply

B

* Subject to compliance with the relevant laws I

5. Are all SMSFs the same?

Not all SMSFs are the same. The governing rules of a SMSF provide the trustee with its
powers, the members with their benefit entitlements and deal with the general operation of the
fund. However the governing rules vary depending on the lawyer who has drafted the rules
and whether they are regularly updated or not. For example many current SMSF governing
rules do not allow for benefit payments in the event of temporary incapacity, taking a pension
before retirement or splitting super contributions with a spouse. Many SMSFs will force a
member to cash in their benefits or commence a pension upon the earlier time of reaching age
65 or full retirement. However this compulsory cashing rule in the super laws was abolished in
2006 allowing a person to leave their benefits in their SMSF if they do not need the income.

The governing rules of the Skafeg/si SMSF have been specificaily designed to provide a wide
range of benefits to members, including those mentioned above and to provide trustees with
flexible powers and simplify the operation of the fund. It is crucial that a member, trustee,
director of a trustee company or prospective member read, understand and be aware of the
rujes.

6. The Purpose of the Fund

The fund is a SMSF. Many members of SMSFs may know their funds as family superannuation
funds. This means that the members of the fund would normally only be family members. For
example the members might be a husband and wife and their children. It may also include
brothers, sisters, grandparents and other family members. The trustee may accept non-famity
members into the fund but as membership of the fund is limited it may be appropriate to
restrict membership to immediate family.

The sole or core purpose of a SMSF must be to provide retirement benefits to the members or
benefits to a deceased member's dependants or legal estate. Other purposes may be to
provide members who have reached their preservation age - age 55 for those born before
1960 - with a transition to retirement pension even though the member is still working or
incapacity benefits to members who are temporarily or permanently disabled. Benefits may be
provided by way of lump sum or a pension or as a combination of lurmp sum and pension.

7. The Ten Key Benefits of a S¥rafeg/st SMSF

The following benefits may arise where you choose to use the Strateg/st SMSF governing rules
and have structured the SMSF to take full advantage of the benefits - this is the benefit of
obtaining the services of a specialist SMSF adviser,

Caution: Please be aware that these benefits do not necessarily apply to any other SMSF
governed by different rules including prior versions of the Strategist SMSF governing rules.

1. The fund lets you look after your family

For many people their family is the most important thing in their lives. As such, the provision
of financial benefits to the family is a major concern and consideration. Where a family
member is a member of a fund they may access a variety of superannuation benefits at certain
stages of their lives. In addition a member may look after their dependants in the event of
their death by way of a lump sum or income stream.
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2. Providing a supplement to salary while working

The governing rules provide a member of the fund with the ability to access their
superannuation benefits before retirement as a transition to retirement pension. The transition
to retirement rules provide that once a person reaches age 55 (if they are born before 1960 -
a later age applies for those born after 1960) they can gccess a# or part of their
superannuation as a pension provided the pension cannot be converted to a lump sum. Once
they retire they should be able to take part or all of their superannuation as a lump sum

provided this has been documented in the terms and conditions of the pension.
4

o

3. Provide a secure income in retirement

In retirement an income from alternative sources other than employment is a necessity. This
may come from investments or from other sources such as social security. Upon retirement, a
trustee may establish a pension to provide a member with a comfortable lifestyle for the rest
of their life. The size and duration of the pension will depend upon a number of factors
including the balance of the member’s account at the time of retirement, the amount of
pension income drawn each year and the assets funding the pension.

For example if the member commences an allocated pension or the new Simprer Super
account based pension these pensions will only last as long as the underlying pension capital
remains. Once the capital reduces to nil, then the pension ceases. However if the member
only withdraws a minimum amount each year and the assets backing the pension perform well
then the capital may actually increase rather than diminish.

Trustees seeking to pay a member a pension should ensure that they receive advice from a
specialist SMSF adviser as the government has made a number of important changes to
pensions paid from superannuation funds in the Simo/ker Suyper reforms that will commence
from 1 July 2007. If the trustee breaches these rules the fund may be considered a non-
complying SMSF and the trustee may be liable to serious financial penalties and possible
imprisonment.

4. Offering a financial helping hand if your health deteriorates

Health is one of those things that can never be taken for granted. A SMSF may provide
members with income if they become seriously ill or incapacitated. This income is to
compensate a member for lost income from employment, It may be payable for a certain
period of time if a member is only temporarily incapacitated or until the normal age of
retirement if a member is permanently incapacitated. As with retirement income the length
and quantum of the income stream depends upon the balance of a member's account at
commencement of the income stream. However the amount payable to an incapacitated
member may be supplemented by reserves, this is known as self-insurance.

Additionally, a trustee may insure against a member becoming incapacitated so as to be able
to pay a pension to a member if the member becomes incapacitated.
5. Investment choice

One of the major reasons that SMSFs have become so popular is the ability of the trustee to
invest the fund’s assets so as to reflect a member's wishes. The governing rules of the
Stralteg/st SMSF provide the trustee with wide ranging investment powers allowing the trustee
to invest in shares, property, trusts, options, bonds, overseas investiments as well as property
development ventures. However the trustee must ensure, in terms of any investment that:

» All investments are made on arm’s length terms;
» The trustee may not lend to members or related parties;

» The trustee may not invest more than 5% of the assets of the fund in related entities
such as a unit trust that the member controls or in shares of an employer that
contributes to the fund;

» The trustee cannot borrow or use the assets of the fund as security for any borrowing;
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» The purpose of any investment is to secure benefits for members in the event of their
retirement, incapacity or for their legal estate or dependants in the event of a
member’s death. Any investment seeking to provide a member or related party with a
benefit not having one of these purposes is prohibited; and

» Generally the trustee cannot acquire an asset from a member or related party uniess
the asset is a listed share, managed fund, fixed term deposit or business real property.

&

6. Low taxation fully sanctioned by the government '
A SMSF is very tax effective for its members if properly established and maintained particularly
now that the Simorer Superreforms have, with effect from 1 July 2007:

b abolished the reasonable benefit limits (‘RBLs") for the payment of benefits to
members; and

» introduced the payment of tax free lump sums or pensions to members age 60 and
over.

This means setting up the fund with the appropriate trustee/member structure for the
purposes as mentioned previously and operating the fund as a ‘complying’ SMSF. A complying
SMSF is a fund where the trustee does not breach any of the laws in the 575 Acf and its
regulations, which we will call the superannuation laws, during the income year. Further, the
trustee must not breach any of the governing rules of the fund, which is the main reason why
the trustee and members should make themselves familiar with the rules,

As a complying SMSF the fund will benefit from a concessional rate of tax of no more than
15% on its taxable income (assessable income less allowable deductions). The only
exceptions to this relate to the taxation treatment of excess contributions and non-arm'’s
length income received by the fund. These are discussed in more detail further on and in the
section headed ‘Taxation’.

If the fund is not maintained as a complying fund then the fund may be taxed at a rate of
45% which includes as fund income the market value of the assets of the fund.

A contribution made by an employer or a member where that member has claimed a tax
deduction for the contribution will be included in the fund’s assessable income. Another of the
important Simp/er Suyper changes has seen the introduction of a cap on the amount of
contributions that can be made by or for the benefit of a member. Where contributions are
made in excess of the relevant caps, the individual member is taxed on the excessive amount.

Where a capital gain is realised on the disposal of an asset held for more than one year, only
two thirds of that gain will be inciuded In the fund’s assessable income.

Where assets are set aside to pay pensions to members then any assessable income including
capital gains made by the fund on those assets is exempt from tax. Benefits payable to
members, either as a lump sum, a pension or combination of both after attaining age 60 will
be tax free. For those under age 60 benefits are subject to concessional rates of tax which are
discussed further on.

7. Looks after your family when you die

For many families a SMSF is the most flexible, most targeted and the most tax effective
vehicle to provide benefits to a member’s spouse or children when the member dies. For
example a fund may provide a minor dependant of a deceased member with a pension until
the minor reaches age 25. This pension income is tax free to the minor if the deceased was
over 60 when they died, or if the minor has no other assessable income and the amount is less
than $25,000. As with incapacity benefits referred to above, the quantum of the benefits
payable to a member’s dependants or their legal estate may be enhanced where the trustee
has chosen to insure or self-insure against the member's life.

The Simp/ler Super reforms mean that a member of a SMSF may now leave their benefits in
the fund for the remainder of their lives to draw upon at will. Any benefits remaining on death
may be passed to a deceased member's dependants tax free. If the member was receiving a
pension prior to death and the member had set up the pension to revert to their dependant
upon death then the pension may continue and be paid to that dependant. If the deceased
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was over age 60 at the time the pension will be tax free in the dependant’s hands. Otherwise
it will be included in the dependant’s assessable income but will attract a 15% tax rebate.
Further information about the payment of death benefits is provided below under the heading
‘Estate Planning’. Dependant, for the purposes of these comments, is a tax dependant.

8. Access to the age pension

Benefits from a fund are treated favourably for Centrelink purposes. In terms of the assets
test, the member’s account balance in the fund is not tested until the member becomes
entitled to an age pension - for a male this is at age 65 and for a female it is currently at age
62 but increasing to age 65 by 2014 - or commences a pension from their member account.
Unii? 20 Septermber 2007 a member may commence a partially assets test exempt pension
from the fund. The only pension currently available in a SMSF that meets these criteria is a
market linked pension.

The underlying capital from which such a pension is paid is discounted by 50% for assets test
purposes and favourably treated for income test purposes. This may enable some members to
access the age pension, on top of the private pension that they receive from a fund, if they
choose to transfer the majority of their assets into the fund (subject to the investment
restrictions and excluding the family home). However partially assets test exempt pensions
will be abolished from 20 September 2007 under the Sizp/er Super reforms although existing
pensions of this type may continue. Instead from this date a more generous assets test will
apply. It follows, therefore, that you may plan your affairs now to take advantage of the more
generous assets test to be introduced at that date,

9. Protection from creditors

Protecting assets from creditors is @ major concern for many people. One of the key benefits
of a superannuation fund is that when a person gets into serious financial difficulty, a
member’s benefits may be protected from creditors. However clawback rules apply where a
person has sought to escape their creditors by deliberately transferring assets or monies into a
SMSF. One downside of bankruptcy is that a person cannot remain as a member of a SMSF if
they are bankrupt, as this will jeopardise the fund’s complying status. Should this arise the
trustee should consider various actions including transferring the member’s benefits to a
commercial superannuation fund where they may also be protected. Another alternative is to
remove the existing trustees and appoint a professional trustee, also known as an approved
trustee.

10.Splitting benefits with a spouse

A member of a SMSF may apply to the trustee to transfer some of their benefits to their
spouse - including a de-facto spouse. It is only those contributions made since 1 January
2006 that can be split from one member to another. There is a limit on the amount of
contributions that can be transferred. The limit is 85% of any deductible contributions made
on behalf of the member and 100% of any non-deductible contributions made on or before 5
April 2007, including personal contributions during the prior financial year.

8. Trusiee of the Fund

A SMSF is a trust. A trust in its essence is a relationship or a set of obligations between the
trustee and the beneficiaries of the trust. In a SMSF the beneficiaries are the members of the
fund. The trustee holds and invests property, being contributions, rollovers and other monies
received for the benefit of members under the terms of the trust deed and at some time in the
future - subject to an event such as retirement, disability or death - pays benefits to the
rmember, their dependants or estate.

As noted previously all members must be trustees or directors of a trustee company of the
fund. As such a member, in their role as trustee, has significant influence and control in the
fund. This is opposed to retail and industry based superannuation funds where the trustee
stands apart from the members.

There are limited exceptions to the rule that a member must be a trustee. Where a member is
a minor the law does not allow them to be a trustee or director of a trustee company. This
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means that their legal personal representative, parent or guardian must be appointed as
trustee on their behaif until they reach age 18 if the fund is to remain a complying SMSF.
Likewise where a person becomes mentally incapacitated and is unable to make sound
decisions, a legai personal representative may be appointed to take the incapacitated
member's place as trustee,

There is an additional requirement that all trustees be members of the fund, This means, for
example that a trustee company cannot have a director who is not also a member. As such it
is generaily advisable that where a trustee company is appointed that the company act as
trustee of the SMSF only - not other trusts nor carry on investments®or business in its own
right.

There are limited exceptions to the rule requiring all trustees to be members of the fund. In
the event of the death of a member the deceased member's legal personal representative -
normally the executor of their legal estate - may be appointed as trustee from the time of the
member’s death until the time when any death benefits commence to become payable. This
appointment will depend upon the terms of the trust deed of the fund. The rules of the
Strategrist SMSF (Rule 52) provide that the appointment as trustee of the legal personal
representative is automatic on death of the member.

Furthermore, where there is only one member, there is a need to have more than one trustee
since a person cannot be a trustee for themselves. As such in a single member fund, another
person must be appointed as trustee provided they are not an employer of the member,
Alternatively a trustee company with a sole director may be appointed as trustee.

Where trustees hold a meeting to decide various matters in the fund such as the establishment
of an investment strategy, the making of investments, the acceptance of contributions, the
payment of benefits and the like, the rules of the S#adegist SMSF (Rule 7) provide that each
individual trustee will hold that number of votes as is equal to the account balance of the
members that they represent (including themselves). This should also be the case for a
director of a corporate trustee where a Strategrst special purpose SMSF trustee company has
been established but may not be where another type of company has been appointed trustee.

Great care needs to be taken at the time of establishment of the fund as to the type of trustee.
Although individual trustees do not cost anything in terms of establishment they may cost the
fund and its members a considerable amount - see the following table.

L Bengﬁ!__:s_ of a Trustee Company v _Ir_:d_iv_ic_:t__u:al Trustees

v One of the trustee’s more important abligations under the 575 A4ctis to keep the assets of
the fund separate from its own or those of the members. It is much simpler to manage this
obligation if title to the assets is held in the name of a trustee company, particularly when
holding real estate.” Where there are individual trustees it is not often clear on the title deed

.- whether the owners of the property are the trustees in their own names or in, their capacity

. as trustees. ' This may.lead to a dispute in the future or cause problems during an audit of
the fund. A trustee company. provides for greater asset protection. - S

v Whé're th'ér'e are Ehdi_\f_id_ﬂél trustees and a trustee dies, reti_reé or is removed then any assets
: of the fund in: the name of the departed trustee must be switched into the names of the
remaining: trustees. . Similarly,. when a' new member joins the fund and is appointed as a

. trustee. This can be_t"i_me__c:c_m'_.;q_r_ning_and_expe_nsive_. :

v If a trust incurs a: liability, the trustee’s personal assets may be ‘exposed. Normally a fund

© cannot borrow but nevertheless liabilities can still arise. For example, a contractor engaged
to repair a rental: property may suffer an injury and can sue the trustee for damages.  As
companies: are subject -to limited liability a trustee company will remove the risk that an
individual trustee suffers a personal liability in these cases. R

_ v A trustee.company. is able to-pay. members a lump sum as well as a pension. The SIS Act
states that w/here the frustees are jnafviolialk then a pension and. not a lump sum needs to
be taken by.the members. . Practically though, the ATO does not generally enforce this.rule
where the trust deed of the fund with individual trustees provides for the payment of a. lump.
sum. With the Simpler Super reforms allowing retiree, meémbers to draw upon their lump
sum account at will for the remainder of their lives, a corporate trustee is recommended for
SMSFs with members. using this strategic lump sum option, S
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9. Responsibilities of the Trustee

Being a trustee or director of a trustee company provides the member/trustee with a wide
range of investment and other powers not seen in retail, employer and industry based
superannuation funds. However, being a trustee is also about legal responsibility. This means
at all times, a trustee is required to act honestly, prudently and in the best interests of
members in relation to all matters concerning the fund.

Member and prospective members should be aware that both civil and criminal penalties can
be imposed under the superannuation laws for any breach of these and other trustee
responsibilities including breaking the fund’s governing rules. Prior to accepting an
appointment as trustee, it is important that a person consider the risks associated with such an
appointment. The excuse that the trustee was not aware of the superannuation laws or the
rules of the fund is not valid at law. This is particularly relevant now that as from 1 July 2007
a person becoming a trustee or a director of a trustee company of a SMSF must sign a
declaration that they understand their duties attached to this role.

If a person is unwilling to take on the responsibilities as trustee or director of a trustee
company then it may be advisable to become a member of a retail or industry based
superannuation fund.

Some of the more important responsibilities of a trustee include but are not limited to:
»  Act honestly;

» Act in the best interests of members and other beneficiaries;

» Keep the money and assets of the fund separate from the trustee’s personal assets and
money or those of another person including other trusts, companies and businesses
that the member or trustee may have an interest in;

» Formulate and implement an investment strategy for the fund. This strategy must
follow the fund’s investment objective and should be detailed in writing;

» Abide by the rules of the fund at all times;

¥ Ensure that the trustee does not breach any of the superannuation laws;
» Ensure proper accounting including the maintenance of member accounts;
» Appoint an auditor and other specialists to the fund:

b Meet all regulatory obligations.

Failure to properly meet any of these responsibilities may render the trustee liable to a
substantial fine and if the breach has been wilful, may resuit in a term of imprisonment. It is
important therefore that the trustee seeks the help of a specialist SMSF adviser where
appropriate.

Additionally, the Regulator of SMSFs - the ATO - may also determine the fund to be a non-
complying fund and therefore lose its many concessional tax advantages.

The ATO has the power to remove the trustees of a SMSF who have not met their
responsibilities and appoint their own trustee to manage and operate the fund thereby
ensuring that it finds its way back to complying status.

10. Approved Trustee

As mentioned previously there may be circumstances where it is appropriate or necessary to
appoint an approved trustee in place of the members being appointed as trustee under the
mechanism described above. For example if a member is prohibited by the superannuation
laws from acting as a trustee or simply does not wish to assume the role and responsibility
associated with being a trustee then an approved trustee may be appointed. The effect of the
appointment is that the fund is converted from a SMSF to a “small APRA fund” or SAF as they
are commonly known.
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These funds are regulated by APRA rather than the ATO. While the rules of the fund may
permit the appointment of an approved trustee it is usually the case that the newly appointed
approved trustee will amend the deed and rules at that time to reflect the change in the type
of superannuation fund. A small APRA fund is a public offer superannuation fund and Is
therefore subject to more stringent regulation in the superannuation laws. The rules attached
to this PDS are designed entirely to reflect the intention for a fund to be a complying SMSF,

11. Member Rights and Entitlements A

Under the Swrafegist SMSF governing rules members have a number of rights and
entitlements. It is incumbent upon members and trustees to make themselves aware of these
entitlements and more importantly when and how they may be claimed. A thorough reading
of the rules is required prior to any person being accepted as a member. The ATO requires the
trustee to ensure that they know the rules of the fund as well as the superannuation laws that
apply to the trustee. As was stated previously ignorance is no excuse!

Some of the more important rights and entitlements, subject to the superannuation laws
include:

Membershp

Any person is able to become a member provided the person completes an application form
stating that they have read the rules, agree to abide by the rules and will also accept
appointment as trustee or become a director of the trustee company and the trustee accepts
the person as a member;

Trusteeship

As a member of the fund the member has the right to {and in fact must) become a trustee or
appoint a person to become a trustee in their place if allowed;

Contributions

A member or any other person such as an employer may contribute on behalf of the member,
These contributions may be made in cash or by an in specie transfer of assets. The Simo/er
Superreforms have introduced significant changes in relation to super contributions. Prior to 1
July 2007 no limit existed on the amount of contributions made - whether taxable
contributions such as those made by an employer or by the member themselves as a self
employed or other eligible person; or non-taxable contributions such as a personal contribution
made by a member from after tax income (also called undeducted contributions). However an
age based limit applied to limit the tax deductibility of the employer, self-employed or other
eligible member contributions,

The Simpler Super changes are incorporated in the Jrcome 7ax Assessment Act 1997 (‘Tax
Act") and include:

» the removal of the age based limits from 1 July 2007 for employer and self employed
member contributions;

» the introduction of a ‘Concessional Contributions’ cap of $50,000 per person per year on
what are known as ‘concessional contributions’:

= This cap applies from 1 July 2007;

= This cap or limit is imposed on the amount of employer, self-employed or other
eligible member contributions made for the benefit of a member and taxed at
the concessional rate (of no more than 15%) available to superannuation
funds;

« This cap will be indexed in increments of $5,000 only in line with AWOTE;

» An amount allocated from any reserve in the fund to a member’s account from
time to time may also be counted towards this cap;
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* Any contributions made in excess of the cap are taxed in the hands of the
individual member at an extra 31.5%. The member is able to request the
trustee to pay the tax from the member's entitlement in the fund;

» Any excess contributions will be counted against the ‘Non-Concessional’ cap
(see below);and

= Transitional arrangements exist during the financial ygars from 2007/08 to
2011/12 whereby this cap is $100,000 per person pPer year for members
turning 50 or more during that period. This is so as to allow people nearing
retirement to fulfil expectations of amounts planned to be contributed to thejr
fund during this period.

» the introduction of a 'Non-Concessional Contributions’ cap of $150,000 per person per

year on the amount of undeducted or non-taxable contributions that may be made by a
member:

* This cap applies from 1 July 2007;

» These contributions are generally not included in the assessable income of the
fund;

» These contributions are now known as ‘non-concessional’ contributions;

= This cap will be indexed to equate to three times the value of the concessional
cap;

* Averaging rules will apply allowing a member under age 65 to contribute
$450,000 in one year providing no further contributions are made in the
following two income years;

* Any contributions made in excess of the cap each year are taxed in the hands
of the individual member at an extra 46.5%. The member sust withdraw
money from the fund to pay the tax; and

* Excess concessional or deductible contributions are counted towards this non-
concessional contributions cap. (/4 very important word of caufion: ir
CXCESS CONCessiona/ contripultions are made and rhis results e non-
concess/ions/ c3p to be exceeded then 9.3% tax TGy e pard on these excess
CONCESS/ONS! Contributions,  For example i & concessional contribution of
B60,000 and 3 non-concessions! comntribution Of 8150,000 /s msde o & Fnd
aurng the yesr ended 30 June 2008 then the $10,000 excess will be cournted
lowards the non-concessions/ cap.  Therefore the tax payable on this excass
Contribution wif be 15% contributions tax PIUs 31.5% excess contributions fax
per the concessional cap limits plus 46.5% excess contributions tax per the
7101-CONCESSIONE/ Cap Mt

More transitional arrangements exist for the period 10 May 2006 to 30 June 2007 to allow
members to make undeducted contributions of up to $1,000,000. Members aged 65-74 must
meet the work test in the superannuation laws to be eligible to contribute.

There are two exemptions to these new contribution rules;

(i) a member is able to contribute amounts up to a lifetime limit of $1m (indexed) from
the sale of assets qualifying under the small business capital gains tax (CGT)
concessions, This exemption will also apply to pre-CGT assets that would otherwise
have qualified but for their pre-CGT status or to assets sold as a result of the
business owner suffering permanent incapacity; and

{ii) a member is able to contribute the proceeds of any settlement received for injuries
resulting in permanent disablement;

Transters

A member may transfer benefits into and out of the fund;
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Inrvestmernts

A member may request the trustee to implement a separate investment strategy in the fund
for the member;

Relirement Bernelits

The trustee may pay the member a retirement benefit by way of a lump sum or a pension.
There is no longer a compulsory requirement for a retired member to withdraw benefits upon
reaching age 65. This means that the member may make a choice to leave their benefits in
the fund until their death after which the benefits may be paid to a dependant or to their
estate;

Access fo benefits while stilf working

The trustee may commence a transition to retirement pension for a member that has reached
their preservation age but still continues to work, The fund may still continue to accept
contributions on behalf of the member in these circumstances thereby enabling the member to
have both a member’s accumulation account and pension account operating simultaneously;

Incapacity Benelits

The trustee may pay the member an incapacity benefit in the event the member is temporarily
or permanently incapacitated,

Deatlh Bernelfit Nominations

The trustee may accept a binding death benefit nomination from a member requiring the
trustee to pay out the member's benefits in the event of the member's death to the
dependants named in the nomination form. This nomination form must be renewed every
three years.

The governing rules of the Siwfegrist SMSF (Rule 16) also allow a member to provide the
trustee with a written request to pay out their death benefits in a particular manner and form.
Once this regquest is accepted, the trustee is reguired to pay the benefits in the event of the
member’s death to the dependants named in the written request in accordance with the
member’s instructions. Further this request forms part of the governing rules of the fund and
may not be amended without the consent of the member making the request. The form is not
required to be renewed every three years however the member may amend or revoke the
request at any time;

Both options require the trustee to ensure that any death benefits paid are made in accordance
with the superannuation laws otherwise the fund could become a non-complying fund.

Death Benelits

The trustee may pay death benefits by way of a lump sum or a pension to the deceased
member’s legal estate or their dependants in such proportions and in such manner as the
trustee sees fit unless a binding death benefit nomination or death benefit rule is operative.

12. Pension Entitlements

A member or a dependant of a member may become entitled to be paid an income stream -
called a pension from the fund. In a SMSF new pensions presently available include the
allocated pension, the non-commutable allocated pension and the market linked pension but
only until 20 September 2007. Formerly, there was another class of pensions available to
members of a SMSF - defined benefit pensions - however these ceased to be available on 1
January 2006. Those that commenced prior to this date may continue.

From 1 July 2007 the rules governing these pension types will largely be replaced by new
‘simplified and streamlined” pension rules introduced under the Simoser Super reforms. This
means that from 1 July 2007 existing pensions may adopt the new minimum payment rules
described below and will be taken to meet the new rules in the pension standards in the 575
Regu/ations. New pensions may commence under the new rules. From 20 September 2007 all
new pensions must commence in line with the new rules.
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There are two new categories of superannuation pension: an account based pension that
commences with all or part of a member's account balance in the fund; or a non-account
based pension. The latter has little application in a SMSF so will not be addressed in this PDS.
The rules applicable to the new account based pension are covered below as well as the
variation to these rules for a transition to retirement ('TTR) option. The implications for
continuing defined benefit pensions are also addressed.

1. The new account based pension
The new pension: A

» has a band for minimurn payments of income each year per the table below;

» the account cannot be increased after the commencement date by the addition of
contributions or rollovers to the underlying capital of the pension;

» is commutable' subject to special rules applying for transition to retirement pensions
{see below);

» cannot be used as security for any borrowings (income or underlying capital);

» can be transferred upon death of the member to a dependant as a reversionary pension
or the balance of the pension account may be cashed and paid as a lump sum to a
dependant or to the estate of the member.

An important issue to highlight here relates to the transfer of a pension to a ‘reversionary
beneficiary’ upon a member’s death. The new pension rules prohibit the reversion or transfer
of a pension to a dependant where that person is an adult child (25 or older) of the member
unless they have a specified permanent disability and are in need of ongoing support. The
new pension rules specify that a pension (of any type) WILL NOT satisfy the rules if this occurs
which means that the trustee is in breach of the superannuation laws and could cause the fund
to become a non-complying fund.

Age of member % of account balance
to be taken
Under 65 4
65-74 5
75-79 6
80-84 7
85-89 9
90-94 i1
95+ 14

2. The transition to retirement pension
This pension operates in the same way with two important differences:

¥ The pension cannot be taken as a lump sum until the member meets a condition of
release such as retirement, death, permanent disability or age 65;

» The maximum pension payment in any one year is limited to 10% of the member’s
account balance. For example if a 56 year old member commenced a transition to
retirement pension on 1 July 2007 with a $1.8M account balance then the minimum
pension payment would be $72,000 and the maximum amount available would be
$180,000.

3. Implications for definaed benefit pensions

A defined benefit pension includes income streams such as a lifetime complying pension or a
fixed term pension to name the most common. The lifetime options are generally non-

! Commutable means the ability to convert the pensien into a lump sum. Partiai commutations are also avaifable.
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commutable except in very limited circumstances. One option for a member is to roll the
current lifetime pension into another non-commutable income stream.

Given that the new Simp/er Superaccount based pensions are generally commutable
{excluding TTR) and that the only other non-commutable lifetime pension remaining in a SMSF
- the market linked pension - would cease to be available after 20 September 2007 a roll over
could not occur except outside of the SMSF into a life insurance company pension product.
This is not an attractive option as a member would sacrifice their capital in these
circumstances, Therefore special rules were introduced under Si7w/er Superthat allow a
member to roll over their defined benefit lifetime pension into a market-finked pension only
and this will satisfy the new pension rules. The governing rules of the Swrategist SMSF allow
this to occur for any members wishing to take advantage of these new rules. There may be
strategic and taxation advantages of doing this so0 a member is bast served if they seek
appropriate advice before taking any action.

13. Estate Planning

A key feature of a SMSF is the ability of a member to directly provide for their dependants in
the event of their death. A member may also direct some or all of their superannuation
benefits into their legal estate on death and allow those benefits to be distributed according to
the deceased's will. This includes a pension that may have been payable to a member at the
time of their death.

A member may provide the trustee with binding and non-binding directions as to how their
superannuation benefits are to be distributed in the event of their death. Such benefits are
called death benefits and may be by way of lump sum or pension. The governing rules of the
Strategise SMSF provide that a lump sum death benefit payment may consist of assets of the
fund. The following provides an overview of the important aspects of estate planning in a
SMSF.

1. What happens on death of a member?

As the member was a trustee or director of the trustee company at the time of death, then the
governing rules of the Skafegiss SMSF {Rule 52) provides that the deceased member's
executor is appointed as trustee or director of the corporate trustee, The purpose of this is to
ensure that the member's death benefit nominations are carried out according to their wishes.
However the appointment can only be in force until the death benefits commence to be paid
out. At that time the executor must resign as ftrustee cotherwise the fund may lose its
complying SMSF status.

2. Paying death benefits

The distribution of superannuation benefits upon death of a member is not covered in a
person’s will. This is because the trustee generally has full discretion as to the payment of
benefits and in the absence of any specific directions from the member must pay out the death
benefits as scon as practical after the member’'s death. However as mentioned above there
are a couple of different ways in which a member may communicate their wishes for the
disbursement of their benefits. These are covered below and references are made to the
relevant rule in the Siefeg/st SMSF where appropriate:

a. Nom-binding deatlr benefit nomination {'NEBOBN) - Rule 14

A NBDBN is where the member requests the trustee to make certain payments to specified
beneficiaries. This is generally done in writing in the application form when applying to
become a member of the fund. However as the nomination is non-binding the trustee is not
obliged to carry out the request.

b, Binding deatl benefit nomination ('BOBN’ ~ Riufe 15

A BDBN is where a member requests that the trustee pay all or part of their benefits to a
nominated dependant or dependants which can include the estate of a deceased member.
Typically, the member will nominate a percentage of benefits to be paid in each case. The
BDBN must be made in writing, in a specified format and witnessed by two people who are not
named beneficiaries in the BDBN. The trustee must accept a legally valid request and on the
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member's death the trustee is bound to pay those benefits in accordance with the member's
nomination. The BDBN must be renewed every three years.

¢ Dealh benefit rufe ("DBRY) ~ Rule 16

If the member desires more certainty that death benefits will be paid in accordance with their
wishes then they can request the trustee to establish a DBR. The member provides a written
request to the trustee stating the amount, form and circumstances in which a benefit is to be
paid to nominated dependants. The trustee must be satisfied that the request complies with
the rules of the fund and all relevant legislation including the SIS Act and.the Tax Act,

Upon acceptance of the member’s request the DBR is documented and incorporated as a rule
of the fund. The member can amend or revoke a DBR at any time and it can only be amended
or revoked with the consent of the member.

a. Reversionary pension ~ Rule 1.7

A reversionary pension is a pension payable to a member that reverts or automatically carries
on in the name of the spouse, dependant or legal estate. A reversionary pension has built in
estate planning however the decision as to whom the pension is to be transferred is generally
made at the time of commencement of the pension. It is the pension documentation that
guides what happens on the death of the pension member not a BDBN, NBDBN or DBR.

As mentioned earlier, the new pension rules prohibit the reversion or transfer of a pension to a
dependant who is an adult child (25 or older) of the member unless they have a specified
permanent disability and are in need of ongoing support,

3. Who is a dependant?

Both the SIS Act and the Tax Act provide a definition for a dependant. A dependant under the
575 Act (SIS dependant) includes a member’s spouse (legal or defacto), their children and a
person who is financially dependent on them. It aiso includes a person who is in an
interdependent relationship with the member such as a sister living with a member or possibly
a same sex partner of a member who lives under the same roof.

The SIS dependant differs from the dependant for the purposes of the taxation laws (Tax
dependant) in that the tax definition excludes a child aged 18 and over unless they are
financially dependent or in an interdependent relationship with the member.

This means that the tax treatment of benefits received by a SIS dependant who is not also a
tax dependant may not be as advantageous. In fact the new pension rules restrict the
definition even further by excluding as a reversionary pensioner an adult child of a member
who is financially dependant or in an interdependent relationship with the member.

Consider the relationship between a 50 year old woman living with and caring for her elderly
mother. This is clearly an interdependent relationship however any superannuation pension
received by the mother would not be able to revert to the daughter under the new rules. A
lump sum payment would be required.

4. The importance of estate planning

Until @ SMSF estate plan is created for the member, the trustee will have full control of what
happens to the member’s superannuation benefits in the event of their death. As such, estate
planning is vital in a SMSF and needs to be considered at the time a person becomes a
member or soon thereafter and then reviewed regularly to capture changes in circumstances.
As it is complex and the options are many, the member should seek specialist SMSF advice to
assist them in creating and managing their SMSF estate plan.

14. Taxation

One of the major benefits of commencing a SMSF is that a fund is concessionally taxed on its
income and members and their dependants may be concessionally taxed on benefits received
from the fund. Importantly these taxation concessions only apply where a fund is a complying
superannuation fund during the income year. A non-complying SMSF is taxed at a rate of 45%
on its income and capital gains. This once again emphasises the need for trustees to be
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vigilant in monitoring the compliance of the fund and ensuring that they abide by the
governing rules of the fund and also the relevant superannuation and taxation laws.

The area of greatest change under the Suzp/ler Super reforms has been the taxation of
contributions received by the fund and benefits received by members and their dependants.
These changes are effective from 1 July 2007 and are included below.

1. Taxation of the Fund

Broadiy the trustee of the fund is taxed like any other taxpayer except that:

4

any taxable income of a complying superannuation fund is taxed at a 15% rate
excluding non-arm’s length income received by the fund which is taxed at a 45% rate.
Previously known as ‘special income’, non-arm’s length income may arise on income
received from a fund’s investments in private companies or trusts or from other non-
arm’s length transactions undertaken by the fund,;

any capital gains earned by the trustee upcn the disposal of an asset that has been
held for more than one year is entitled to a 33 1/3% discount;

tax-deductkible or ‘concessional’ contributions are included in the assessable income of
the fund up to a limit of $50,000 per member per year (across all their superannuation
fund interests). A $100,000 cap applies during the period 1 July 2007 until 30 June
2012 for those aged 50 or more or turning 50 during this periad. Any contributions
received in excess of these thresholds will be subject to tax in the individual’'s hands at
a rate of 31.5%;

taxable income exciudes any income or capital gains earned on assets that are being
used by the trustee to provide pensions. These are exempt from taxation provided that
the trustee has segregated those assets from the accumulation assets of the fund.
Upon segregating, the fund will have two parts - the accumulation side and the pension
side, each with different taxation consequences. If the trustee does not segregate the
assets of the fund when a pension commmences then the trustee is required to obtain an
actuarial report each year that will ascertain the portion of the income and capital gains
of the fund that will be tax exempt;

the trustee may obtain a tax deduction for premiums paid for life insurance, permanent
disability and temporary incapacity. The trustee may also receive a tax deduction for
self-insurance provided an actuary determines the arm’s length amount of the premium
that could have been claimed. The S&wfegist SMSF governing rules allow the trustee to
self insure (Rule 40);

where a member dies or becomes permanently incapacitated prior to age 65 and while
they are working the trustee may obtain a significant tax deduction based on a
proportional amount of benefit paid to the member or the member’s dependants or
legal estate;

where a member dies and the trustee has included some of the contributions on behalf
of the member in its assessable income in prior years, then the trustee may be able to
claim a tax deduction for any bonus payment made to the deceased member's
dependants or legal estate to compensate them for tax paid on these contributions.
However this bonus payment must be established by the trustee as being for the
specific purpose of making such anti-detriment payments.

2. Taxation of Benefits to a Member

Benefits paid to a member are taxed according to their age, the type of benefit and the
components that make up the member’s balance in the fund. Prior to the introduction of the
Simoler Suoer reforms and up untit 30 June 2007 benefits have been taxed with reference to
the lump sum or pension 'Reasonable Benefit Limits’ or RBLs. These are now abolished with
effect from 1 July 2007.
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Further, the member’'s balance in the fund may have been made up of up to eight components
with differing tax treatments. From 1 July 2007 there will only be two components - a
‘taxable’ component and a ‘tax-free’ component.

The tax free component includes:

» A consolidation of existing superannuation interests calculated as at 30 June 2007 as a
fixed amount and includes any undeducted contributions, pre-July 1983 component,
CGT exempt component, concessional component and post-june1994 invalidity
component. This is called the ‘crystallised segment’ of the tax free component; and

» Non-concessional contributions (undeducted) made on or after 1 July 2007 that have
not been included in the assessable income of the fund. This is called the ‘contributions
segment’ of the tax free component.

Tax free benefits received are nof required to be included in a person’s income tax return.

The taxable component is calculated to be the total of the member's superannuation interest in
the fund less the tax-free component and will comprise an element taxed in the fund and in
limited circumstances perhaps an element untaxed in the fund. An element taxed in the fund
refers to that part of a member's benefits ~ contributions and earnings - that have been
subject to tax in the fund, which is typically the case for members of a SMSE.

The following table summarises the tax treatment applicable to the faxes element of the
taxable component of benefits received by members from 1 July 2007. The Medicare levy is
also payable on top of any rate > 0% quoted below.

Age Lump Sum Pension
Age 60 and over Tax free Tax frea

Preservation age’ up to age
59

0% up to low rate cap of
$140,000 (2007/08 starting

Marginal fncome tax rates
with 2 15% tax rebate

threshold & indexed
thereafter)
15% tax on amount above
low rate cap
Below preservation age 20% Marginal income tax rates

with no 15% tax rebate with
the exception of disability

pensions

3. Taxation of Death Benefits

There are significant taxation advantages of paying a death benefit directly from a fund to a
dependant rather than through the deceased's legal estate. This is despite that the Simpier
Super reforms have introduced various restrictions with respect to the payment of pensions to
non-tax dependants, The following table summarises the rules that apply in relation to death
benefits paid from the taxable component of a member's benefits and are applicable from 1
July 2007. The Medicare levy is also payable on top of any rate > 0% quoted below unless
paid from the deceased’s legal estate.

While a person may be receiving a tax free income stream while they are alive it may not
seem important to keep track of the tax-free and taxable components. Upon death of a
member however it may be important if paying out death benefits to a non-dependant (within
the meaning of the Tax Act) as the tax-free component retains its status in the hands of the
dependant.

¥ Currently age 55 for those born before 1960 - please refer to the definition of Preservation Age in the rules of the fund.
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Age of Death Benefit | Age of Taxation Treatment® | Taxation Treatment
Deceased Recipient (of Taxed Element) {of Untaxed Element)
Member
Any age Lump sum Any age Dependant: tax free Dependant: tax free
Non-dependant: 15% Non-dependant: 30%
tax tax
Aged 60 and Pension Any age Dependant: tax free Dependant: subject to
over _ . marginal tax rates of
gllci)gwda%?:ndant. Not the recipient with a
10% tax offset
Non-dependant: Not
allowable
Under age 60 Pension Aged 60 & | Dependant: tax free Dependant: subject to
over . marginal tax rates of
Non-dependant: Not h . ith
allowable the recipient with a
10% tax offset
Non-dependant: Not
allowable
Under age | Dependant: marginal Dependant: marginal
60 tax rates with a 15% tax rates
tax rebate Non-dependant: Not
Non-dependant: Not allowable
aliowable

There are few circumstances in which a person may receive a death benefit that is sourced

from an untaxed element in the fund. The maost typical situation is where the trustee receives
a payout on a life insurance policy held by the fund on the life of the deceased Member.
Where the fund had claimed a tax deduction for the insurance premiums then a calculation is
required to determine the proportion of the proceeds to be treated as an element untaxed in
the fund.

15. Appointment of Specialists

The superannuation and taxation laws, particularly as they apply to SMSFs are complicated.
Serious breaches may render a fund to be non-complying, which means that the fund is taxed
on its income at a rate of 45%, and the trustee may be subject to financial and criminal
penalties.

The rules allow a trustee to appoint managers, advisers, and to engage other specialists to
assist the trustee in the management of the fund. It is highly recommended that the trustee
appoint an experienced SMSF auditor and specialist SMSF adviser to look after the fund.

16. Costs and Expenses of the Fund

SMSFs can be costly to run depending on the size of the fund as most of the costs are fixed.

For example the costs of administering a fund with assets of $100,000 may be the same as a
fund with $2M in assets.

However administration costs, although important are not the only costs for a trustee to
manage and operate a complying SMSF, Some other costs include but are not lirmited to:

» The acquisition of the deed and the rules and establishment of the fund as a regulated
self managed superannuation fund;

3 The tax free component of a member's death benefit will always be tax free.
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» The potential acquisition of a trustee company - see above on why a special purpose
trustee company is recommencded;

» The provision of specialist advice to the trustee or members in relation to the
establishment of the fund, restructuring of assets into the fund, plans for member
retirement incomes, incapacity benefits or benefits payable in the event of the
member’s death:

» The provision of investment advice concerning the development and implementation of
the fund’s investment strategy; A

» Brokerage and commissions payable in relation to investing the assets of the fund;

» The acqguisition by the trustee of insurance for the fund for the benefit of members
including life, total and permanent disablement as well as temporary incapacity
insurance;

» Insurance where the assets of the fund include real property or valuables such as
antiques or art;

¥ Accounting and audit fees in relation to the preparation of audited accounts and tax
return as required by the superannuation laws;

» The provision of actuarial advice should the fund self-insure or the trustee pay a
pension from a pool of the fund’s assets not segregated for this purpose; and

¥ Maintaining currency of the rules of the fund and the product disclosure information
supplied to members

Costs associated with any of the above may be obtained in a schedule from the provider of any
financial services to the trustee.

17. Understanding the Governing Rules of the Fund

A SMSF has a lifecycle and the governing rules of the S¥afeg/st SMSF have been designed to
reflect this. This lifecycle at first requires the fund to be formed, a trustee appointed and
members admitted. The fund will then receive contributions and may receive transfers of
benefits from other superannuation funds. Once received the trustee then invests those
monies or assets, The trustee must comply with the superannuation laws in all its operational
activities. The SIS Act requires the fund to be audited each and every year. An important part
of the lifecycle - the most important for members - are the benefits; when, how and the
gquantity that are to be paid to members. Although SMSFs can continue indefinitely the trustee
may also terminate the fund.

To reflect the lifecycle of the fund the governing rules are contained in the following Parts:

Part One Establishment of the Fund

Part Two Operation and Administration of the Fund
Part Three Payment of Benefits by the Trustee

Part Four Changes to the Fund

Part Five Winding up of the Fund

Part Six Interpretation

For a more detailed look at what each part contains refer to the index at the start of the rules.

Great care has been taken to ensure that the rules remain as flexible as possible yet still
ensure that they meet current standards of the superannuation laws as well as other laws that
may impact on the trustee and members of the fund. These other laws include taxation,
bankruptcy, family, sociat security and trustee laws.
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Most rules have been divided into two parts. The first part provides a broad explanation of the
rule. This explanation is designed to assist the reader to understand the purpose of the rule.
Importantly the explanation does not form part of the rules: rather it is ancillary to them. The
second part of each rule is the rule itself.

At the end of the rules are interpretative provisions. When reading the rules, if a particular
term or word is capitalised then a definition may be found in Rule 62,
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THE RULES OF THE FUND
Note ~ terms capitalised are defined in the Definitions.

Part One: Establishment of the Fund’

Purpose of the Fund

Rule 1. The Fund must satisfy the sole purpose test

Explanation

» The Fund must be established snd mist ve maintamed sofel for the Lrovision of Core
Purposes or for the provision of Core PUPOSES and Anciiary Purposes of the 'sofe PUDose
lest’/n the SI5 Act

v

7he SIS Act defines Core Purposes lo include the provision of Benefits to o Member upor
hl5 or her retirement or to the Lega/ Persona/ Represeniative or Dependsnts of the Member
47 the event of the Member's death,

»  The Si5 Act also provides that the Trustee IR IMFNSR e Fund or both Core Purposes
and for Ancillary Purposes, An Ancillary Purpose may include the provision of femporary or
Permanent incapacity Benefits fto & Member where e Member termiinates ETIOIOYINENL 35
& CONSCGUENCE OF 1l Healts,

P An Anciiery Purpose also imcludes the Lrovision of such Benefits s the Regu/ztor Ags
FLOrOVEd 177 Wiiling.

Rule
1.1. The Trustee must ensure that the Fund is maintained for one or more of the
Core Purposes or for one or more of the Core Purposes and for one or more of
the Ancillary Purposes and for no other purpose.
1.2. If the Trustee is not a Constitutional Corporation the sole or primary purpose of
the Fund is the provision of old age pensions.

Appointing the Trustee

Rule 2. Who may and may not be a Trustee

Explanation
B 7he Fund miust eve & Trusiee

> Section 174 of the SI5 Act must be satisfad i orger for the fund to be & Self Managed
Superannuation Fund. THis section reGUITes that

> each; Member must be a Trustee or /¥ the Trustee is & Company each Member must be 3
arrector of thet company,

A%

G LPErsof who /5 1ot & Member may not be & Trustee or o arrector orf'e company which is &
Jrustee,

eXCEPL h5! @ Legal Personal Representative may 350 be g Jrustes,

Y
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On the Destth of @ Member the Legs/ Person Rapresentaltive of thal Member showd be

SOOOIED 35 3 Trustee or 35 oirector or @ company hat Is & Trustee — see Rule 52,

> for single member funds another person /s reguired fo be agpomied a5 g Trustes, ol
being an employer of the Member uniess a/s0 g réfative of the Member:

However these Rules do not alfow — for the purposes of aadmimisiaiive sanplicity — /or 8
company (o be & Trustee /Fa Member /s a/so & Trustee.

g company /s gopomied Trustee the constitution of thal company SHOU be compatible with

he Ru/es,

Amy DErson FCCEPLNG GOOOMIMENt 85 8 Trustee or direcltor oFf @ company et /s the 7Trustee
must read and agree to the Rules,

A disgualiied person may Aot be g Trusice. A disgualiied person may moiae & person whio
A3 COMMITLEd & civif or criming/ orfence or /s O3nkruor.

g natural person /s a 7rustee a company cannot 3/so be a 7rustee.

Rule

Who may be a Trustee

2.1.

2.2,

2.3,

2.4,

(a)

(b)

2.5,

2.6.

2.7,

2.8.

Natural persons may be Trustees or a company may be the Trustee but natural
persons and companies cannot both be Trustees.

Subject to this Rule and Rule 52 below (which applies on death of a Member) an
individual may only be a Trustee if the individual is @ Member.

Subject to this Rule and Rule 52 below (which applies on the death of a Member)
a company may only be a Trustee if all the directors of the company are
Members.

Notwithstanding Rule 2.2 and Rule 2.3 if there is only one person who is a
Member then:

that Member or the Legal Personal Representative of that Member and one other
natural person who is a Relative of the Member or is a person who is not an
employer of the Member may be the Trustee; or

a company may be the Trustee the sole director of which is the Member or the
Legal Personal Representative of the Member or the company may have two
directors one of which is the Member or the Legal Personal Representative of the
Member and another person who is a2 Relative of the Member or is a person who
is not an employer of the Member,

If the Member is under a legal disability then that Member cannot be appointed
as a trustee but the Legal Personal Representative of that Member may be
appointed as a Trustee.

If the Regulator appeints a person or company as a Trustee that person or
company may be a Trustee.

Notwithstanding any other provisions of these Rules a person or company shall
not be appointed as a Trustee unless they have provided the Trustee with a
written consent to that appointment and have acknowledged that they have read
and agreed to be bound by the Rules.

Notwithstanding any other provision of these Rules an Approved Trustee may be
appointed as the Trustee,
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Who may not be a Trustee

2.9.
(a)

(b)
(c)

2.10.

(b)

(c)

(d)
(e)

2.11.

A person cannot be a Trustee If:
at any time

(i the person was convicted of an offence against or arising out of a law of
the Commonwealth of Australla, a State or a Tergjtory of Australia or a
foreign country, being an offence in respect of disHonest conduct; or

(ii) a Civil Penalty Order was made in respect of the person; or

the person is an insolvent under administration; or

a Regulator has disqualified the person (for the purposes of section 120A of the
575 Acfy and the Regulator has not waived that person’s status as a disqualified
person.

A company cannot be a Trustee if:

() the company knows, or has reasonable grounds to suspect, that a person
who is, or who is acting as a Responsible Officer of the company has
been disqualified by the Reguiator {for the purposes of section 120A of
the 875 4cf); and

(ii) the company knows or has reasonable grounds to suspect that:

(1) the person is not eligible under section 126B(1) of the SY5 Acfto
apply to APRA for a declaration waiving his or her status as a
disqualified person; or

(2) the person is so eligibie under section 126B{1) of the %75 A<t to
apply to APRA for a declaration waiving his or her status as a
disqualified person but that person will not make an application
under subsection 126B(3) of the 575 Act seeking a waiver of that
status; or

a receiver, or a receiver and manager, has been appointed in respect of
property owned by the company; or

an official manager, deputy official manager or administrator has been appointed
in respect of the company; or

a provisional liquidator has been appointed in respect of the company; or

the company has begun to be wound up.

Notwithstanding Rules 2.9 and 2.10 above a person or company can be
appointed as a Trustee if that appointment as a Trustee is authorised by the
Regulator.
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Rule 3.

Appointment of a Trustee

Explanation

75 Rule provides 1he mechanisim for 00oming 10se persons elgible fo be gppomlted 35
Trustees.  7his Rule also aliows an maivicual fo be replaced as 3 Trusiee by & company wiich
15 @ Trustee and 7or a comparny which /s Trustes (o be replaced 3s Trustee by 3 indiviaisl.

Trustees of the Fund will be personally hiable for any hebiities incurredBy the Fund (although
ey may be entitied to maemnity by the Fund). Where fhere is more than one Trustee each
Trustee /s jomtly and severadlly habie ror the labiities of the Fund. As g consequernce persons
CAUSING the establshment of the Fnd might prefer that a company be appointed the Trustee
OF the Fnd ralfer 5730 mahidus!s beig sopointed Trusiees of the Fund.

Rule

3.1,

(a)

(b}
(c)
(d)
3.2.

(a)

(b)
(€)
(d}

3.3.

3.4.

Upon establishment of the Fund a person is appointed as Trustee provided that
that person:

has agreed to be Trustee by reason of execution of the Deed; and

(i) has consented in writing to become a Member or is the Legal Personal
Representative of a person and has agreed in writing to that person
becoming a Member; or

(ii) if the Fund has only one Member - is a Relative of the Member or is a
person who is not an employer of the Member;

has agreed to be bound by the Rules;
is eligible to be appointed a Trustee; and,

has read the Product Disclosure Statement.

Upon establishment of the Fund a company is appointed as Trustee provided all
the following conditions are met:

the company and its directors have agreed to be Trustee by reason of execution
of the Deed;

{i) all directors have consented in writing to become Members or they are
the Legal Personal Representative of a person and have agreed in writing
to that person becoming a Member,; or

(ii) if the Fund has only one Member and two directors - the director that is
not a Member is a Relative of the Member or is a person who is not an
employer of the Membaer;

the company and its directors agree to be bound by the Rules;
the company is eligible to be appointed a Trustee; and

all the directors have read the Product Disclosure Statement.

Subject to the provisions of these Rules where the Trustee accepts a person as a
Member, that person or a Legal Personal Representative of that person is
appointed as a Trustee unless that person or a Legal Personal Representative of
that person becomes a director of a company which is the Trustee.

On appointment of a person as a Trustee or on appointment of a company as a
Trustee after 30 June 2007 that person or each director of that company shall
sign a declaration in that form as reqguired by the Act certifying that he or she
understands their duties as a trustee of a self managed superannuation fund or
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as a director of a company which is a trustee of a self managed superannuation
fund.

3.5. If a person is a Trustee or a director of a company which is a Trustee and
another person is appointed after 30 June 2007 as a Trustee or as a director of a
company which is a Trustee then that person must ensure that the newly
appointed person signs a declaration in that form as required by the Act
certifying that he or she understands their duties as a trustee of a self managed
superannuation fund or as a director of a company which is a trustee of a self
managed superannuation fund.,

3.6. Any such declarations referred to in Rules 3.4 and 3.5 shall be kept for at least
10 years or such longer period so far as it is relevant and shall be available for
inspection by the Regulator if so required,

3.7. Upon retirement of a Trustee and at the direction of that Trustee one of the
following is appointed as Trustee in place of the Trustee who has retired:

(a) if that Trustee is a person - another person who is a Member or a Legal Personal
Representative of a Member or a company of which the Member or the Legal
Personal Representative of the Member is a director; or

{(b) if that Trustee is a company - a company all the directors of which are Members
or are Legal Personal Representatives of Members

provided that person or company is not already a Trustee,

Becoming a Regulated Superannuation Fund

Rule 4. The Trustee must ensure that the Fund is a Regulated
Superannuation Fund

Explanation

70 0blzin & lax concession the Fund must be 7 Ce ompling Self Managed Superanmuation Find.
A Self Managed Superannuation Fund will not be g Complying Self Managed Superanmustion
FUnd It 15 not & Regulated Superannustion Fund.

Rule

The Trustee must cause the Fund to at alf times be a Regulated Superannuation Fund.

Trustee Operations and Obligations

Rule 5. Removal and Retirement of a Trustee

Explanation

7he purpose of this Rule is to provide @ MECHINST? o5 He removal or retirement of @ Derson
OF Cormpany 8s @ 7rusies,

Rule
5.1. A Member may retire as a Trustee provided:
{a) a company of which the Member is a director is appointed as Trustee; or
{b) a Legal Personal Representative of that Member is appointed as a Trustea,
5.2.  If the Fund has only one Member, a person who is not a member and who is a
Trustee may retire as a Trustee provided that another person who is a Relative
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5.3.

5.4.

5.5.

(a)
{b)

(©)

(d)

(e)

Rule 6.

of the Member or is a person who is not an employer of the Member is appointed
as a Trustee,

A company may retire as a Trustee provided:

) all the directors of that company are appointed as Trustees; or

{ii) another company is appointed as a Trustee, provided the directors of that
company are also directors of the company retiring as Trustee.
fé.
Notwithstanding any Rule a Trustee may retire as Trustee of the Fund if an
Approved Trustee is or has first been appointed as the Trustee of the Fund,;

Subject to these Rules and the Act a person or company is removed as a
Trustee:

if the Trustee is a Member - upon that person ceasing to be a Member;

if the Trustee is a Member - upon that Member becoming incapable of acting as
Trustee unless a Legal Personal Representative of that Member is appointed as a
Trustee in place of that Member;

if the Trustee is a company - on that date four months from the time one or all
of the directors of the company cease to be Members or the Legal Personal
Representatives of Members;

if the Trustee is prohibited from being a Trustee by reason of Rules 2.9, 2.10 or
Rule 2.11 - on that date a Trustee is so prohibited from being a Trustee;

if the continued appointment of the Trustee as a Trustee will cause the Fund to
be a Non-Complying Self Managed Superannuation Fund - on the day before the
day the continued appointment of the Trustee as a Trustee will cause the Fund
to be a Non-Complying Self Managed Superannuation Fund.

Remuneration and Indemnification of a Trustee

Explanation

A Fund will not be 8 Compiying Se/ Managed Superanmnation Fund if the Trustee rece/ves any

FEMIURErILion 1or acting 85 Trustee unless the Trusiee /s an Approved Trustee.

Rule

6.1. A Trustee shall not be entitled to be remunerated for acting as a Trustee unless
the Trustee is an Approved Trustee.

6.2. A Trustee may apply the assets of the Fund in indemnification of itself or a
former Trustee for expenses incurred by itself or a former Trustee in managing
or administering the Fund provided:

{a) the Trustee or the former Trustee acted honestly in the matter in respect of
which the indemnification is sought;

{b) the Trustee or the former Trustee did not intentionally or recklessly fail to
exercise, in relation to the matter in respect of which indemnification is sought,
the degree of care and diligence that the Trustee or the former Trustee was
requlred to exercise.
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Rule 7. Meetings of the Trustees

Explanation

lFthere /s more 730 one Trustes 1he Trustees SHouid mest (o decioe maliers such a5 the:

¥ GOOOmLment of varsous professiona! aavisers fo the Fund moliaing the Avditor,

Y

EstablisHment of & Denk account or sl management Lrust or the Fund,

v

SELNG Of 377 MVESLINERL OLJeCtive and Ivestiment strategy /or the fFund,

v

SATHESION OF Members (o e Fundg,

‘(}

FCGLISILON 30 QiSP0Ssa/ OF MIVESHTIENts pursuant o the Fund's mvestment strategy,

Fooroval oF e payrment of Benefits to a Mamber (ic/iding payment orf 3 Pension),

A2 4

papment oFf @ Deatl Benelils,

v

Fccepiance of @ Binding Deatir Benelit Nomimation from g Member;
P review of auavt reports,

> oredlion oFf any Reserves.

Normally (e Mandger, e person whom the Trusiess Aave 3o0omted (o be responsible for the
aFy-Lo-a3y SAMSraion of he Funda, wil call meetings. fHowever Members with: Members”’
Account balances equdl to 50% or more of the balances of a/f Members  Accownls can /50 calf
& meeting.

Where the Trisiee /s & company dec/sions wil be made al meetings of the directors of that
COMPEny ralier ian et meetings of e Trustees. 17 /5 case meelings of e company st
be feld i accord@dnce with fhe constiivlion of 3t company. [P s imporfant sl the
constitution of any company tHat is & Trustee be compalitle with the Ru/as.

7hese Rules are desigred o ensure har Members would normally vote sccording fo e
IHErests i the FUnd. 7He Constitvion of e Stralegist spacia/ purnpose company Conians res
i3t are designed fo only SHow aireclors of 3y such company fo vole 3t directors’ meetings or
hat company Fccoroing o e directors’ mlerests i the Fund for the interests of those
Members who those direclors represernt).

Rule

7.1. If there is more than one Trustee the Trustees must meet if the Manager or
Members, the balance of whose Members’ Accounts is equal to more than one
half of the balance of all Members’ Accounts, serves a notice of the meeting
upon the Trustees requiring the Trustees to make a decision in respect of the
Fund.

7.2, The Manager or Members must give reasonable notice of any such meeting to
each of the Trustees (which may be by mail, facsimile or email to that address,
facsimile number or electronic address last nominated by each Trustee) unless
the Trustees unanimously agree that the meeting may be held on some earlier
date. Such written notice must:

{a) set out the place, date and time for the meeting (and, if the meeting is to be
held in two or more places, the technology that will be used to facilitate this);
and

(b) state the general nature of the business of the meeting.

7.3. Where, through a link established by means of any system of telephone, audio
or audio-visual communication approved by the persons eligible to attend a
Trustee Meeting those persons will be taken to be assembled together at a

Griffiths Family Superannuation Fund 26

EON2007.3_v8




7.8,

Rule 8.

meeting and all proceedings of those persons, conducted with the aid of the link,
will be as valid and effectual as if conducted at a meeting at which all those
persons were physically present.

At any Trustee Meeting a quorum is equal to that number of Members, or the
Legal Personal Representatives of those Members, the balance of whose
Members’ Accounts, is equal to more than one half of the aggregate balance of
all Members’ Accounts. .

At any Trustee Meeting, uniess the persons entitled to and present at that
meeting unanimously agree otherwise, a person shall be entitled to cast that
number of votes as is equal to the nearest number of whole dollars of the
balance of the Member's Accounts of that person plus that amount in any
Reserve which an actuary has determined might be transferred to that person’s
Member’'s Account to pay a Pension.

A resolution shall not be passed at any Trustee Meeting unless it is passed by
the casting of a majority of the votes entitled to be cast by persons who are
present at that meeting.

A person may appoint another person to act as that person’s proxy at any
Trustee Meeting.

If a circulating minute, containing a statement that the Trustee is in favour of a
resolution in the terms set out in that document, has been signed by all persons
entitled to attend a Trustee Meeting, a resolution in those terms will be taken to
have been passed at a meeting held on the day and at the time at which the
document was last signed by any such person. Two or more separate
documents containing statements in identical terms, each of which is signed by
one or more persons, will together be taken to constitute one document for the
purposes of this Rule.

Trustee’s records

Explanation

A written record must be kept of 3/ decisions made by the Trustee i relation to the Fund.
Those records sHou/d be Held for ten years.

Rule
8.1. If there is only one person who is a Trustee that person must make a written
record of all decisions made by that person as Trustee.
8.2. If there is more than one person who is a Trustee the Trustee must keep
minutes of every meeting held by the Trustees.
8.3. If the Trustee is a company the minutes of the meetings of the directors of that
company shall be deemed for the purposes of this Rule to be records of the
Trustee.
8.4. Records and minutes required by this Rule must be kept for at least ten years
from the date the decision was made or the date of the meeting.
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Rule 9. Trustee’s covenants

Explanation

7he Act reguires Hat the ries of @ REGUiBEed SUDEranualtion FURG Contan] certam covenants
(77 e res do 1ot contan these covenants the Rules are deemed [0 contan hose covenants).
Whilst some of those covenants are contained elsewhere i these Rules they have @i beern
refterated here to Nighlght the code of conduct that a Trustee must aaopp.as & 7rustee.

Rule

A person by accepting appointment as a Trustee agrees:

(a) to act honestly in all matters concerning the Fund;
(b) to exercise, in relation to all matters affecting the Fund, the same degree of

care, skill and diligence as an ordinary prudent person would exercise in dealing
with property of another with whom the person feit morally bound to provide;

(c) to ensure that duties and powers of the Trustee are performed and exercised in
the best interests of the Members;

(d) to keep the money and other assets of the Fund separate from any money and
assets, respectively:

(i} that are held by a Trustee personally or,

(i) that are money or assets as the case may be, of a Standard Employer-
Sponsor, or an Associate of a Standard Employer-Sponsor, of the Fund;

(e) not to enter into any contract or do anything else, that would prevent the
Trustee from, or hinder the Trustee in properly performing or exercising the
Trustee’s functions and powers;

() to formulate and implement a written investment strategy in accordance with
the provisions of the Act;

(9) if there are any Reserves - to formulate and implement a written strategy for
the prudential management of those Reserves consistent with the Fund’s
investment strategy and its capacity to discharge liabilities (whether actual or
contingent) as and when they fall due; and

{h) to allow a Member access to Prescribed Information and any Prescribed
Documents.

Admittance of Members

Rule 10.Who may become a Member

Explanation

7here aré generally no restrictions on who can be & Member of the Fund proviged the Member
or thelr Legal Persondl REDresentative /s eligitie to be appoiited & Trusiea. For exsmple &
ChAT or @ person el /s not employed may becorme & Member of the Fung,

This Rule would also afow the Trustee lo admit a spouse of & Member whHo /5 not s/50 &
Member 35 8 Member o a/ow 377y SUPErainualion SpHHg arangement as ordered by the
Family Court.

Rule
10.1. The Trustee may in its absolute discretion admit a person as a Member
provided:
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{a) that person or that person’s Legal Personal Representative has provided the
Trustee with an Application Form and has agreed to be bound by the Rules;

(b) admission of that person as a Member would not cause the Fund to become a
Non-CompIying Self Managed Superannuation Fund; and

{c) the person or the Legal Personal Representative of that person is eligible to act
and accept appointment as a Trustee or is eligible to be and is willing to accept

10.2. Subject to these Rules and the Act the Trustee must admit a person as a
Member where that person will be paid a Pension from the Fund.

Rule 11.Members have read and are bound by the Rules

Explanation

s Rule /s fo Orotect the Trustees FGINISE GRY s made by a Member who CI3IS 7ot fo
UNGErsLand what rights snd oblgations the Trustee ang Member has under the faw ard Rees,

Rule

Subject to Rule 10.2 a Trustee may prohibit a person becoming a Member of the Fund if they
are of the opinion that the person has not read and understood the Fund’s Product Disclosure
Statement, the Deed and the Rules of the Fund.

Rule 12.Application Form

Ex planation
A person wishing to become 3 Member must provige the TFrustee with am Agolication Form.
7he Apolication Form ISV (SMORGSE Other Laings) reguire such & Lerson fo;

A4

FCAROWIETge that the PErS0n A3s read the Product Lrisciostre Statermnent.

v

qgree to be bound by the Rees,:

» e e Trustee of the Fupd or & GReclior oFf s COmpany wiich is the Jrustee of the FUngy
> provige such imfbrmetion (7rclidling medics/ nmommation) to the Trystee as e Jrustes
TEGUIIES,

L> Lrovide the 7iustee with & death oenerit nomination,

Rule

12.1. A person shall not be admitted as a Member or receive a Pension from the Fund

Disclosure Statement, Deed and Rules of the Fund and has agreed to be bound
by the Rules of the Fund.
12.2. Where a person may be entitled to be paid a Pension following the death of a
Member and that person does not wish to become a Member or the Trustee
decides that the person should not become a Member then the Trustee is to
transfer that amount as would have been added to g Member’s Pension Account
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Rule 13.Receipt of an Application Form
Rule

13.1. On receipt of an Application Form from a person and after that person produces
such documents and evidence, and submits to such medical examination and
checks, as the Trustee may reasonably and lawfully require the Trustee may
admit that person as a Member. )

13.2. Within 6 weeks of receipt of an Application Form the Trustee shall advise the
person applying for membership whether or not that person has been accepted
for admission as a Member and whether or not any conditions will be attached to
that person’s membership of the Fund.

13.3. If the Trustee has agreed to accept a person as a Member but subject to
conditions as to that person’s membership that person can within 6 weeks of
notification by the Trustee pursuant to Rule 13.2 either accept or reject that
offer of membership.

13.4. If after six weeks a person neither accepts or rejects an offer of membership of
the Fund that person shall be deemed to have rejected that offer of
membership.

Estate Planning

Explanation

7he assels of the Fund do not belong in whole or i part fo Sy Imanigusl Member. As g
CONSEGUErCEe 110 Part of the assels of the Fund can be disposed of by a Member by their Wi,
7he assets do 1ot form part of that Members property. Given the new Simpler Super” rufes it
/5 quite likely that when a Member ales most of that Members "sssets” will be that Members
expectation i3t he or she will be psid some amount by the Fund. 7o aliow & Member fo
2roperty dispose of those 'gssels” the Rules allow.

.

» @ Member to provide the Trustee with a Non-Binding Death Benelit Nominalion i1 which the
Member may reguest but cannot bind the Trustee to pay Benefits payable By reason of hat
Mernbers death as that Member directs,

A7

@ Member to provide the Trustee with 5 Binding Death Benelit Nomination i which the
Member may reguire the Trustee to pay Benefits payable affter that Members death fo &
Legal Personal Representative or Dependant of that Member. However such rEgUESES are
cLrTEnt for only @ three yess period

& Memberlo cause the Rules o amended to enswre 1hat Benefirs Payable s & consegience
OF hat Members death are paid in @ particulsr way. The Rule may onty be vameod with that
Members consent,

Y/

the ferms of & Pension payeble fo a Member o be Corporaied s a Rile — &5 &
conseguence the Jrustee /s obliged to ensure hat payments are made affer ot
Members death according Lo the terms of the Pension,
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Rule 14.Non-binding Death Benefit Nomination

Explanation

A Member might reguest the rustee lo pay @ Benelit affer the aqeatly of the Mermber fo DEsons
aonnated by that Member: However the Member might prefer —so as to 7708 bind the Trustee-
wat thiis direction /s maoe MOrE 35 F SISLEINENL Of Wishes than &5 & TENGSLOrY orvier,

Rule
14.1. A Member or the Legal Personal Representative of a Member may provide the
Trustee with a Non-Binding Death Benefit Nomination. This Nomination may
request the Trustee, at its discretion, to provide benefits on death of the

Member to persons named by the Member in that nomination.

14.2. Subject to the Act the Trustee must accept a Non-Binding Death Benefit
Nomination,

14.3. A Non-Binding Death Benefit Nomination is not binding upon the Trustee.

14.4. Prior to the death of a Member the Member or the Legal Personal Representative
of the Member may confirm, amend or revoke a Non-Binding Death Benefit
Nomination previously given by the Member to the Trustee,

14.5. A Member or the Legal Personal Representative of a Member may also direct the

Rule 15.Binding Death Benefit Nomination

Explanation

7he SI5 Act states that iF the Rees of 3 Fund permyr L g Member of the Fund M3y reguie the
Irustee to provide sny Benefits i respect of the Member. on or affer the aeath of the Member,
lo the Lags/ Persona/ Representative or & Devendant of the Member. The Member does this sy
IMIKIG what /s COMUROY referred to 35 & "Binding Deatt Benesy Nomination”

e Trustee must FCCEP 3 Binaing Desthr Benshir Nomimation. However the lrustes must st
Lrovide the Member with suffcent nIormation for the PUPOSE Of stbrmitting & Binding Desth
Benefit Moz tion.

7he Member may amend & Ginding Desath Benelit Momination FE Iy time provided the Trustes
/5 notiied in wiriting of that FINENITENL

A Binding Death Bene/it Nomynatiop CEBSES [0 f1ave effect on that date three Years siter it was
ISt signed or /3st confinmed or wpaEted by the Member

A Binding Death Benefit Momination M3y be fimited fo the extent that s Member oy
AOMUNISLES & LPErsOn or persons and Lroportion or the Members Benelfits fo pe D30 to the
PErson or eacl person. Accordingly & Member WO wishes (o have CRHEGINLY aDOUE the manner
a1 WhHIH Benefits are provided to & Dependant should consider MEKING Use oF one of the other
Qplrons avaiable as delared /i Rules 16 ana 17,

Warning: Ginding Death Benefir Nomunations provided to the ‘rustee before 7 July 2007 must
be reviewed in Light of the new Sim pler Super rw/es,

Rule
15.1. The Trustee must when required to do so by the Act provide a Member with that
information that the Trustee reasonably believes the Member reasonably needs
for the purpose of submitting a Binding Death Benefit Nomination.
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15.2,

15.3,

15.4.
(a)
(b)

(c)

(d)

15.5,

15.6.

15.7.

A Member or the Legal Personal Representative of a Member may provide the
Trustee with a Binding Death Benefit Nomination or a replacement to a prior
Binding Death Benefit Nomination.

Subject to the Act the Trustee must accept a Binding Death Benefit Nomination
and shall be bound to act in accordance with that Binding Death Benefit
Nomination. A

A Binding Death Benefit Nomination:

rmust be in writing;

must require the Trustee to provide any benefits in respect of the Member, on or
after the death of the Member, to a Legal Personal Representative or a
Dependant of the Member;

must be signed, and dated, by the Member in the presence of two witnesses,
being persons:

(N each of whom has turned 18; and
(ii) neither of whom is a person mentioned in the notice; and

must contain a declaration signed, and dated, by the witness stating that the
notice was signed by the Member or the Legal Personal Representative of a
Member in his or her presence.

Prior to the death of a Member the Member or the Legal Personal Representative
of the Member may confirm, amend or revoke a Binding Death Benefit
Nomination previously given by the Member to the Trustee. A confirmation must
be in writing, dated and signed by the Member or the Legal Personal
Representative of the Member. An amendment or revocation of a Binding Death
Benefit Nomination must be in writing and must be dated and signed by the
Member or the Legal Personal Representative of the Member in the presence of
two witnesses each of whom has turned 18 and neither of whom is mentioned in
the notice,

A Binding Death Benefit Nomination which requires a Benefit to be paid to the
spouse of a Member will be deemed to have been revoked if proceedings have
been commenced pursuant to the Ly Lew Act 7975 or some similar foreign
legislation seeking the dissolution of that Member's marriage to that spouse.

Unless sooner revoked by the Member or the Legal Personal Representative of
the Member who gave the Binding Death Benefit Nomination or
deemed to have been revoked a Binding Death Benefit Nomination ceases to
have effect after the end of the period of three years after the day it was first
signed or last confirmed or amended by the Member or the Legal Personai
Representative of the Member.

Griffiths Family Superannuation Fund 32
EON2G07.3 vB




Rule 16.Incorporation of a Death Benefit request in the Rules

Explanation

7he 575 Act stales that /¥ the Ruies of @ Fund permiit it @ Member may reguest the Trustee fo
orovide any Benelits i respect of the Member, on or after the aeath of the Member, fo the
Laga/l Personal Representaiive or & Depenadant of the Member proviced any Such reguest wolld
770t renger the Fund to be a Nomr-Complving Self Managed Superanniiation Fund.

i

7hese Rules permilt @ Member to reguest thHat the Trustee estabish a Death Benerit Rue.  The
reguest i acceoted will bind the Trustee to pay @ Members Benelits upon tHe Members qesth
35 Lhat Member regiests.

However Defore Jccepling 8 Members reguest [0 estabish g Deatlr Benefit Rue, the Trustee
SHOUIT GSSESS (e ISXTLOR ATPIC3Lions and Casll How requiremenis ar may be /aced by the
FURG 171 the event of any Deatn Benelit becoming payabie upon e Members geats.

¥ the Trustee /s oF the wew hal the Trustee may be unable fo comply with the Members
rEGUEST the Trustee may, 37er discussion with the Member, reguest et the Member rasubmiit
e reguast. The Trusiee may 350 need [0 réassess He Fnd's msurance plan and mcrease
Fr7y e fsUrance cover,

Warning: Any requests for 8 Deallh Beneiit Rule provided to the Trustee before I July 2007
Should be reviewed 7 Jght of [he rew Simpler Super sw/es.

16.1. A Member or the Legal Personal Representative of the Member may provide the
Trustee with a notice in writing requesting the Trustee to establish a Death
Benefit Rule that reguires the Trustee to pay Benefits in the event of the death
of the Member in a manner and form that the Member or the Legal Personal
Representative of the Member so chooses including whether the Benefit is to be
a Lump Sum Benefit, a Pension Benefit or combination of both.

16.2. The Trustee may accept or reject any notice referred to at Rule 16.1 and must
reject it if it holds a Binding Death Benefit Nomination for that Member. If the
Trustee accepts the notice the Trustee shall be bound to act in accordance with
that Death Benefit Rule that is established as a consequence of it accepting the
notice.

16.3. A Member or the Legal Personal Representative of the Member may provide the
Trustee with a notice in writing requesting the Trustee to delete or amend a
Death Benefit Rule that was previously established at the request of the Member
and if amended the Trustee shall act in accordance with that amended Death
Benefit Rule.

16.4. The Trustee shall not accept any notice referred to at Rule 16.1 or 16.3 if that

would cause the Fund to become a Non-Complying Self Managed
Superannuation Fund.

Rule 17.Terms and conditions of a Pension deemed to be a Rule

Explanation

Rufe 48.2 states hat the Truslee must dociunent the (erms and conditions set down for the
PEVMENT oF 3 Pension and notiy 1he Member of thiese tenms and conditions. This Rule aeems
LREE (H0se Ferns arid conaitions to be part of the Ru/es.

This @nsures el where jor example e terms and conditions oFf @ Pension provide for &
TOVErs/On OF the Pension on death of the Member to their Spouse, Dependant or Legal Personal
Representative the Trustee /s bownd 10 act /7 accordance with those terms ard conaitions.

Waraning: Pension arrangements enterad mto prior o I iy 2007 must be reviewed [0 ensure
Wl the lenms and conditions of the Pension meet the new standards set out /1 the SIS
Regulations. '
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Rule

17.1. A Member or the Legal Personal Representative of the Member may in writing
notify the Trustee of his or her acceptance of the terms and conditions of 2
Pension payable according to Rule 48 as a Rule. Upon that acceptance by the
Member or the Legal Personal Representative of the Member those terms and
conditions will be deemed to be a Rule unless payment of the Pension wouid
cause the Fund to be a Non-Complying Self Managed Supe'éraﬂnuation Fund.

:".

Part Two: Operation and Administration of the
Fund

Termination of Membership

Rule 18.Expulsion of a Member

Explanation

The object of this Rule is to allow the Trustee o expel & Member /or 3ny readscn he Trustee
CONSITErs necessary. The Trustee mght do 1is IF the Trustee falf that 2 Members contined
MICITIDELSHp OF the Fund was not i the mterests of the Fund. An exampie mgnt be where
ihere /s @ family break down and fter persons/ re/3LonsHpS threaten the visbrity of the Fund.

Rule

18.1. The Trustee may expel a Member as a Member of the Fund for any reason that
the Trustee determines. At the same time the person must retire as Trustee of
the Fund.

18.2. If a Member Is expelled from the Fund pursuant to Rule 18.1 the balance of the
Member’s Accounts is to be transferred to such other Superannuation Entity as
requested by the Member and if the Trustee of the Fund has not received a
transfer notification from a Member or former Member within a period of sixty
days from the time the Trustee notified the Member of their expulsion, the
Trustee may transfer the Member’s Accounts to an Eligible Rollover Fund.

Rule 19.Ceasing to be a Member

Explanation

Normaly & Member will only cease being & Member:

» i the Member dies, or

»  lhe Member (s no longer entitied to recerve Benefits fom the Funa; or

> lhe Member ceases to be eligible to be 5 Trustee (or cesses to be elgitle o be 7
airector of @ company which /s 3 Trustee).

The Trustee afso fhas the power to determiine that a Member SHoUT no longer be F
Member (Tor examp/le i two Members who are SOOUSES SEuFrale or dvorce e Trusies
MGHE decide that mn e mterests of the Fund one of those DEISONS sHowld not be &
Member of the Fund),

%

Rule

Uniess prohibited by the Act a Member shall be deemed to have ceased to be a Member on the
first to occur of the following:

€)] the Member no longer being entitled to receive Benefits from the Fund;
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(b) the Trustee determining that the Member should no longer be a Member;

(c) the death of the Member or if the Trustee decides otherwise, no later than the
time any Legal Personal Representative of the Member remains as Trustee or
director of the Trustee Company;

{(d) the date being no later than the earliest of either:

(i) four months from the date a Member became ineligible to be a Trustee or
to be a director of a company which is a Trustee unless a Legal Personal
Representative of that Member is appointed a Trustee; or

(i) the date just before a Member became ineligible to be a Trustee or to be
a director of a company which is a Trustee unless a Legal Personal
Representative of that Member is appointed as a Trustee,

Members’ Accounts

Rule 20.The Trustee must keep Members’ Accounts

Explanation

The Trustee must keeo an maividual account for each Member, An account may be erther 8
Members Accumuiation Account or & Members Pension Account. More than one Accumination
FCCOUNE or Persion Accolnl may be kept 1or each Member.

The Trustee should enswre that & record /s kept of the various components of @ Members
Benefit in the Fund, This will assist the Trustee i determinig the axation conseguences or
any Benefits palid to & Member or upon the death of the Member to @ Dependant or the tega/
Persona! Representative of e Member. These components are.

¥ The Tax free Component comprisiig.:

o @ Crystallised Segment - /s a consolioation of various exisling components of &
Members Benelfits calculated as at 30 June 2007 mcuding any undeducted
confributions, CGT exemot Component. concessions/ component and Post urne 1994
VINATY componernt, 8nd

o @ Conlrbutions Segment — mcudes a3/ non-assessaie Contributions maeoe from 1
ity 2007, typlcally @ Member’s personal or 11omn-concessiona!” Contriputions.

> The Taxable Component /s the balance of the Members Beneril fless the JTax free
Component and comprises.

o An Flement Taxed /1 the Fund — comprisimg Contributions and Earmings which have
been subject fo 7ax m the Furg, and

o An Fement Lntaxed 17 e Fund — uncormimon 7 @ Self Managed Superanintslion
Fund Aowever Lhis Component may arnise upon the oeath orf @ Member whereby the
proceeds of an Asurance policy on the e of the Member are recefved by the
Trustee 1or payment to the Benelit of the Members Depenaants.

Rale

20.1. The Trustee must keep for each Member an account that records Contributions
received, Earnings, amounts ailocated to or from Reserves, Benefits paid and all
other amounts that the Trustee resoclves should be added to or deducted from
those accounts.

20.2. The balance of a Member's Account must be positive,
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20.3. The Trustee can keep more than one account for a8 Member including more than
one Member's Accumulation Account and more than one Member's Pension
Account.

20.4. The Trustee must keep a record of the Tax Free and Taxable Components of a
Member’s Benefit in a Member’'s Account or Accounts.

Rule 21.Additions to a Member’'s Account

Explanation A

Adaitions fo @ Members Account will normally represent Contiibutions, rolf-overs or E3/7iigs.
Adaitions may 350 Mcuae 3n sHocalion mace by e Trustee rom g REserve mlo & Members
Accourt,

Contributions may mouvde Splhittable Contrbylions thal fave been transierred from g Members
SOOUSE 71 CCOraance with? e spouse contiibutions splittng rufes m the Act - see Rue 27,

Rule

On the last day of each month or such other time as the Trustee might determine or on any
earlier date as required by the Act the Trustee shall add to a Member’s Account:

(a) the amount of Contributions received by the Trustee for the benefit of the
Member; and

(b) at the discretion of the Trustee such part of the Earnings as the Trustee believes
should be added to that Member's Account; and

{¢) the amount of any Splittable Contributions as the Trustee has agreed to add to
that Member’s Account; and

(d) any amount to which a Member is entitled because of a Payment Split; and

(e) such other amounts including allocations of Reserves as the Trustee might
determine;

provided that any such addition to the Member's Account does not cause the Fund to become a
Non-Complying Self Managed Superannuation Fund.

Rule 22.Deductions from a Member’'s Account

Explanation

Deductions from a Members Accotntt will normally represent expenses airectly aitributable (o
he Member or hal portion of (Re Furds geners/ expenses that the Trustee regquires fo be
alfocated to the Members Accounl. Deductions may /50 mncide any /osses which the 7rustee
beeves should be atributed fo hat Member, ar Excess Conlributions 7ax abiity assessed fo
he Member and any FEnsfers such as lrans/ers of Sphtlable Contribuiions taken by the
Frustee from @ Members Account and ransiermed (o another 3ccount,

Rule

On the last day of each month or such other time as the Trustee might determine or on any
earlier date as required by the Act the Trustee shall deduct from a Member’s Account:

(a) that part of the expenses of the Fund that the Trustee believes should be
deducted from that Member's Account; and

(b} that part of any losses of the Fund that the Trustee believes should be deducted
from that Member’s Account; and

{c) the amount of any payments of Benefits made to the Member or any other
person from that Member's Account; and
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(d) the amount of any Taxes payable by the Trustee that the Trustee believes
should be deducted from that Member's Account; and

(e) the amount of any Excess Contributions Tax liability required to be deducted
from that Member’s Account in accordance with Rule 25; and

() the amount of any Splittable Contributions that the Trustee has agreed to deduct
from that Member’s Account; and

(9) any amount which is to required to be deducted from that Mamber's Account
because of a Payment Split; and

(h} any other amount which the Trustee believes should be deducted from that
Member's Account, including any amount to be transferred to a Reserve or to
another Member's Account, provided that the amount of any such deduction
would not cause the balance of the Member's Account to be less than that
Member’s Minimum Benefits unless allowed by the Act; and

provided that any such deduction does not cause the Fund to become a Non-Complying Self
Managed Superannuation Fund.

Appointment of Auditor and Specialists

Rule 23.The Trustee must appoint an Approved Auditor and may
appoint a specialist

Explanation

The Jrustee must each year sopomit an Auditor fto audit the Fung.  7he Auditor /s reguired 1o
Proauce g annual report.

THe 1@ refBling (o SEf Managed Supersnnualion FUnds is extremely complex, & raiure o
COmplyy With the aw mght see the Fund severely penalised and might cause & Trustee fo be
7ned and ever imprisoned. As & Consequence the Trustee might decide that it /s prudent thaet 3
SPECIINSE De appomted (o assist e Trustee 1 ensuing thal the Fund remains & Self Managed
SUPErBrNURLION FUnG and [0 3SSi5T e Trusliee 7 [he aiminisiration and maenagement or the
Find.

Rule
23.1. On establishment of the Fund and for every subsequent year of income the
Trustee must appoint an Auditor to audit the Fund who must give to the Trustee
a report in the form required by the Act.
23.2. On establishment of the Fund and thereafter as the Trustee may determine the
Trustee shall appoint such specialists as required by the Trustee to assist the
Trustee in ensuring that the Fund remains a Complying Self Managed
Superannuation Fund as well to assist the Trustee in the management and
administration of the Fund.
Griffiths Family Superannuation Fund 37

EONZ2007.3_v8




Contributions, Roll-Overs and Transfers

Rule 24. Who can make Contributions

Explanation

Tﬁe TrUSLES a3y SCCEDL Contributions IFom. A
7/ & Member: !
77 @ Members employer;

) g Members Spouse,

() 3 relative of ¢ Member

v/ an employer or the Spouse or refative of the Member;:
(v the Regulatory

(Vi) the Governiment. or

(Vi) any other person or entity,

provioed the Contributions are made in accordance with the Act. From 1 Sty 2007 anns/
} Hmits have been imposed to cap the amount of Contributions which can be made by or for
the benefit of @ Member. More mnformation /s provided sbout these lmits i the Product
Disclosure Statement supplied with these Rules.

Contribulions may be made /i cash or by an i specie lransfer of asserts. However care
needs o be laken that the rules i the Act desling with the scguisition of assets from
Members sre 1ot contravenad,

A Member must ensure that they provide the Trustee with thedr tax e number before any
Contriputions are made By them or on thei Hehalf fo the Fund.

Rule

A person may make Contributions to the Fund for the benefit of a Member provided the Fund
will not, by reason of acceptance of those Contributions:

(a)
(b)

become a Non-Complying Self Managed Superannuation Fund, or

be in breach of the Act.

Rule 25.Excess Contributions

[ Explanation

Superaniuation Contmbutions are subject to annval limits. Any Contributions received by the
FURT LH3E G/€ 17 EXCEsS OF 3 refevant imit will be subject to sdditional tax, THis tax — a1 EXcess
Conlributions 7ax - /5 imposed on ndividuals (and not the rFund). Where sn Fxcess
Contributions 7ax Nabiily arises a Member will be able and in Some cases must withoraw 3
FITIOURE SGUE! Lo el Iax N0ty rrom the Fund.

Rule

If a Member has an Excess Contributions Tax Liability and if a Member has lodged with the
Trustee a Release Request the Trustee shall within thirty days of receipt of that request pay to
the Member or at the Member’s request pay to the Australian Taxation Office that amount
which is the lesser of:

(a)

any amount which the Member has by notice attached to the Release Request
requested that the Trustee pays to the Member or to the Australian Taxation
Office; or

(b}
(€)

the amount of Excess Contributions Tax stated on that Release; or

the total amount of that Member’s Superannuation Interest in the Fund.
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Rule 26.The Trustee may accept a transfer from another
Superannuation Entity

Explanation

A Member may reguest the Trustee fo FCCEPL & Lransier of an amount rom snother
Superannualion ity

7he Trustee has absolute discretion s to whether to GCCELL 31y Sk lrang/er or not.  7he
7rustee can make an acceplance sugrect fo conditions.  Where the Tristee resofves to
FCCEOL 317 /71 SPECIe L7ansIer of assets the THSIEe must ensure st the trapster of the
GSSELS Lo Uhe Funnd does not breach the Act or the Rules of the Fund

Rule

A Member or the Legal Personal Representative of the Member may request that the Trustee
accept a transfer of an amount from another Superannuation Entity, The Trustee shall in its
sole discretion determine whether or not to accept the whole or part of such amount and
whether or not conditions should apply to the acceptance of that transfer. The Trustee cannot
accept a transfer of an amount to the Fund if acceptance of that amount would cause the Fund
to become a Non-Complying Self Managed Superannuation Fund,

Rule 27.Allotments, Transfers and Rollovers of Benefits

Explanation

A Member may reguest the Trustee to SHOL Lransier or rofiover a4 or PErE OF thesr Members
Account to another Superanmuation LNty or lo another Members Account  The Trustae
mEy /50 at /s aiscretion so allot. transier or roflover all or Lart oFf & Members Account:

LEXTIDIES OF WhHere such transiers NGHE L o0roomate sre;

}_‘

upon recept of a request from & Member to fansfer 27 Mol of Splttable
Contributions from thekir Members Account to therr Spouse’s Members Account:

»where @ Payment Spht /s required fo be made for the PUrposes of Part VTS of the
Family Law Act 1975, ame

> where one Member separates 1o fis or ber Spouse who /s a/so & Member:

Rule

27.1. If a Member or the Legal Personal Representative of the Member:

(a) requests the Trustee to allot, transfer or rollover all or part of their Member's
Account to another Superannuation Entity or to another Member's Account, and

(b} the Trustee is satisfied that any such allotment, transfer or rollover will not
cause the Fund to be a Non-Complying Self Managed Superannuation Fund,

or if the Trustee is required by law or agreement made for the purposes of the Az

Law Act 1975 the Trustee shall within such period as required by the Act or other law,

allot, transfer or rollover the whole or that part of the Member’'s Account to that other

Superannuation Entity or to the other Member’s Account.,

27.2. The Trustee at its sole discretion unless prohibited by the Act may transfer the
balance of a Member's Account to another Complying Superannuation Fund or to
another Member’s Account provided that in so doing the Fund does not become
a Non-Complying Self Managed Superannuation Fund or breach the Minimum
Benefit provisions.

27.3. The Trustee may effect the transfer or rollover in the manner and form of its
choice including whether the transfer is by way of cash or assets or has
conditions attached.
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Investments

Rule 28.The Trustee must formulate a written investment strategy

Explanation

7he Trustee must prepare and implement 8 wiilten mvestment strategy. THis /s & requiremernt L
ofthe Act.  The investment strategy: AR

A
¥ MIUSE reflect e pupose and Circumstances of the Fund and have particular regard to the
IMEMBErSIP Profife, Benelit Stricture, (ax position and lguidity requirements of the Fund,

> Should set out the mvesiment ofjectives of the Fimd and detai! fow the Trustee will
achiieve lhose obiectives,

Greaches of the mvestment stralegy requirement may résuit in the Trustee beimg fined or sued
for loss or damages. In1 addition, the Fund could become Non-Complying.
I the circumstances of the Fund changes (1or example because of the receipt or an exceptiona/
Contribution) the Trustee should reconsiger and possibly revise its investment siraregy.
Rule
28.1. The Trustee must formulate and implement an investment strategy that
considers the whole of the circumstances of the Fund including, but not limited
to, the following:
(a) the risk involved in making, holding and realising, and the likely return from the
Fund’s investments considering its objectives and its expected cash flow
requirements;
(b) the composition of the Fund’s (or part of the Fund’s) investments as a whole
including the extent to which the investments are diverse or involve the Fund in
being exposed to risks from inadequate diversification;
() the liquidity of the Fund’s investments considering its expected cash flow
requirements;
(d) the ability of the Fund to discharge its existing and prospective liabilities.
28.2. The investment strategy must be documented in writing and signed by the
Trustee,
28.3. The investment strategy may consist of one strategy for the whole of the Fund
or separate investment strategies for the various parts of the Fund.
28.4. The Trustee must review the Fund’s investment strategy annually and may .
amend that investment strategy after such review or at any other time the
Trustee believes is appropriate. If the Trustee amends an investment strategy j
all Members affected by any such amendment shall be advised in writing of all
details of the amendment. j
28.5. A Member may at any reasonable time request the Trustee to produce the
Fund’s investment strategy for inspection and the Trustee shall comply with this
reguest by the Member,
28.6. The Trustee must also set an investment strategy for one or more Reserves of
the Fund. Any such investment strategy must be based upon the prudential
management of assets of the Reserve or such other requirements as laid down
in the Act.
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28.7.

In setting the investment strategy the Trustee may act on the advice of an
investment adviser provided the Trustee reasonably believes that the adviser is
qualified and has the necessary skills to provide such advice.

Rule 29.The Trustee must invest the assets of the Fund

Explanation
7he Trustee must myest the sssers or the Fund. <

he Trustee must ensure all ivestment decisions Gre Made 7 accordBnce wilh e
VESLNERL Strategy.

White alf orf the assets of the Fund might be i cash, the Trustee oFf the Fund must Pave
adelermined in an mvesiment strategy that the 710/aing of cash fs the appropriate investment
1or the fFund at this time.,

F)
F

Rule

The Trustee must invest the assets of the Fund in accordance with the Fund’s investment
strategy.

Rule 30.A Member can request the Trustee to invest their account

separately or jointly

Explanation

7he Trustee may sdopt & pooled ivestment strategy” or 8 "separate mvestment strategy”
0r the Fund. A Member may reguest the Trustee fo FAOPL 3 separate Mmvestment strategy
or that Member.

Rule

A Member or the Legal Personal Representative of the Member can request the Trustee to
invest Contributions, transfers or rollovers made to the Fund for the benefit of that Member
and income from the investment of those Contributions, transfers and rollovers separately
from any other investments of the Fund. The Trustee need not accept that request.

Rule 31.Authorised investments

Explanation

7hese wide provisions are lo ensure hat there is no doubt as 0 & Trustee’s 260ty to make
VaIious [mvestments.  7he Trustee sAould not make mvesiments iF that would cause the Fund
lo /i the sole purpose fest” or become 3 Mo ~COmplyng Sel Managed Superannustion Fund.

Rule

31.1,

31.2,

(a)

Subject to the Act, these Rules and provided any investment does not result in
the Fund becoming a Non-Complying Self Managed Superannuation Fund the
Trustee may invest the assets of the Fund as if it were the absolute and
beneficial owner of those assets. In investing the assets of the Fund the Trustee
shall exercise that diligence and prudence an ordinary prudent person would
exercise in conducting his or her own affairs.

Unless otherwise prohibited by the Rules, the Trustee may invest the assets of
the Fund in any investment the Trustee believes appropriate. The investments
may be both within and outside Australia. In particular, the Trustee shall have
the power to apply or invest any moneys requliring to be invested under these
Rules either alone or in partnership or co-ownership with any person or persons:

Authorsed mvestments: in any one or more of the investments from time to
time sanctioned by law in any State or Territory of Australia for the investment
of trust moneys;
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(b} Real and personal properdy. in the acquisition of real or personal property or any
interest therein and without limiting the generality thereof of any patent,
copyright, design, formula, secret process, concession, trademark and other like
right or privilege in Australia or in any other country;

{c) S#nares: in the acquisition of fully or partly paid shares including redeemable,
preference or redeemable preference shares, stock debentures, debenture stock
bonds, units, securities or obligations or any interest, with or without deferred,
restricted, qualified or special rights relating thereto and whether or not there is
or is not a liability in respect of any such shares, units, securities or interests, of
or in any public proprietary or no liability company, association, firm, mutual
fund or unit trust wherever incorporated or formed, whether carrying on
business in Australia or in any other country, or in giving any guarantee or
otherwise becoming a proprietor of a company limited by guarantee;

(d) Option &nd righHts: in the acquisition of options, entitlements or rights to any of
the securities mentioned in paragraph (c) of this sub-clause;

(e) Deposst on fixed deposit or at call with any bank, savings bank, building society,
company, cerporation or firm wherever incorporated or situated and wherever
carrying on business;

{f) rserance: in the acquisition of any policy of assurance or insurance of any kind
whatsoever and wherever made;

(g) Lozns,  in making loans to any person or company except to Members or a
relative of a Member;

{h) Frecious ofyects.  in the purchase of gold, silver, works of art, coins, stamps,
furniture, ornaments, precious objects, jewellery and antiques;

(i Commoarny contracts. in the acquisition of foreign currencies, hedging
contracts, commodity contracts and also options or future contracts of any kind
which are quoted on a recognised stock exchange;

(i) Permagnent buiding socrely:  in the lodgement of moneys with a permanent
building society wherever situated by taking up shares therein or depositing
funds therewith;

(k) Deferred propert).  in the acquisition of any reversionary or deferred property or
rights of any description;

" Warrarts: in the acquisition of a warrant.

Rule 32.Trustee Powers

Explanation

775 Ruve s gesigned (o give 1he Truslee suiicient powers (o somimister (He Fund and manage
he rmvestments of the Fung,

Rule

32.1. In the administration of the Fund and in the exercise of the powers, authorities
and discretions conferred by the Deed, by the Rules or by law the Trustee shall
in addition to those powers conferred on the Trustee by the Act have the
following additiona! powers:

(a) 7o dea/ withr #5sers: to sell, call in, convert inte money, grant options or rights
to purchase, mortgage, charge, sub-charge, or otherwise deal with or dispose of
or transfer any item or asset comprising the whole or part of the Fund;
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(b)

(c)

(d)

(e)

(F)

(9)
(h)

()

6))

(1)

Rea/ property: to acquire, dispose of, exchange, strata title, subdivide,
mortgage, sub-mortgage, lease, sub-lease, grant, release or vary any right or
€asement or otherwise deal with any interest in real property;

~ersona/ property. to acquire, dispose of, exchange, hire, iease, mortgage or
otherwise deal with any interest in personal property;

Lease: to rent premises from any person, acquire the interest of any lessee in
any lease, purchase, hire, take on lease, grant leases, sub-leases, tenancies or
rights of any nature to any interest in real estate, motor Vehicles, computer
hardware and software, fixtures and fittings, furniture, utensils, plant and
equipment and other personal property of any description;

70 /er: to lease and let property owned by the Fund or held by the Trustee
pursuant to the provisions of these Rules upon terms and conditions as the
Trustee may decide, to accept surrenders from, and to make arrangements with
a lessee or tenant as the Trustee may consider appropriate;

Lngage specralistss o employ or engage agents or professionals in the
execution of the trusts and powers and instead of acting personally from time to
time to employ or engage and pay out of the trust fund such managers, agents,
self managed superannuation fund advisers, solicitors, barristers, auditors,
accountants, brokers, surveyors or other persons, to transact any business of
the Fund including to transact any business of the Fund under power of attorney
of the Trustee or to do any act required to be done in connection with the
administration of the trusts declared in the Deed, and to act upon the opinion or
advice of any such person without being responsible for any loss or damage
occasioned by acting in accordance therewith;

70 /end: subject to these Rules and the Act to lend and advance moneys;

Bank accounts, to open in the name of the Fund oF in the name of any person
or corporation as nominee of the Trustee, or in the joint names of the Trustee
and another, any cheque, savings or other bank account with any bank or
financial institution wherever situated, as the Trustee decides, with full power to
operate or close any such account;

Management expenses. to pay out of the assets, Reserves or the income of the
Fund all costs charges and expenses incidental to the management of the Fund
or to the exercise of any power, authority or discretion contained in the Rules or
the Deed;

Py general expenses:  to pay insurance premiums, rates, taxes, rents, and
outgoings in connection with any real or personal property of the Fund from the
assets, Reserves or the income of the Fund and to manage such property and
effect repairs as the Trustee may consider necessary or advisable;

Corporate secu/7ties: with respect to any company in which the Trustee holds
shares, stocks, debentures, options, convertible notes or is otherwise interested
or concerned (“securities”) to exercise the following powers in addition to powers
conferred by law:

{i) to pay calls on securities or to permit securities to be forfeited and sold;
(i) to purchase securities and to take up securities of a new issue;

(iii) to attend meetings personally or by proxy, attorney or representative and
vote at the discretion of the Trustee;

(iv)  to sell securities at such price and upon such terms with or without
security as the Trustee decides;

Griffiths Family Superannuation Fund 43

EON2007.3_vg




S

(v) to agree to any arrangement relating to the sale, transfer or exchange of
any securities, or modifying any rights, privileges or interests in relation
to the securities, to agree to any scheme or arrangement for the increase
or reduction of the value or amounts of any shares or stock or of the
capital of any company in which any securities form the whole or any part
of the Fund, or by which any such securities are substituted or given in
exchange, either wholly or partiy for other securities, whether in the
same company or not, for any such purpose to deposit, surrender or
exchange any scrip or documents of title relating to the securities and
generally to manage and deal with any securities as ifthe Trustee owned
them beneficially; and

(vi)  to agree in respect of a winding up with the liquidator of a company or
any member of such company or any other person, in all things as the
Trustee shall decide, for the division or partition in kind or specie of the
assets or property of whatsoever nature of the company and to accept
any of the assets and property in payment or satisfaction of any interest
of the Trustee in the company with power to pay any moneys by way of
equality of division or partition;

H Unit trivst mferests.  to acquire units or sub-units of any fixed or flexible unit
trust either by way of application, purchase or by way of settlement by the alig
Trustee in the establishment of such unit trust and to exercise all rights including LI
voting rights and perform all obligations as a holder of any units in such trust i
and to accept all distributions by the trustee of such unit trust;

(m)  Amnchises: to acquire by means of purchase or otherwise and to sell, dispose,
relinquish or otherwise deal in franchises, franchise agreements, licences or
things of like nature;

{n) Subdivision of propesty. to partition or agree to the partition of or to subdivide
or agree to the subdivision of property of any kind which, or any interest in
which, may for the time being be subject to these trusts and to pay moneys by
way of equality or partition;

(o) Meritain properdy.  to maintain and preserve in good condition any real or
personal property of the Fund or otherwise held by the Trustee according to the
Rules and to pay or defray those costs;

(p) Power fo set as/ge. to set aside out of the income or capital of the Fund from
time to time such money as may in the opinion of the Trustee be sufficient to
meet any debt or obligation due or accruing;

(q) Fiture contracts and gplions. to engage brokers and commission agents and
vary and determine the terms of any such engagement and either directly or
through any broker or agent in any market in any part of the world buy sell,
open, close-out or otherwise deal in futures contracts of all kinds, to enter into,
vary, exercise, abandon or sell any put or call option or rights, or to place bids,
make offers, hedge and effect orders including buying, selling, straddle, switch
and stop-loss order, to tender and take delivery of commodities and currencies
which are the subject of any futures contract or option, and otherwise to do and
perform all things so as to operate on, utilise or deal with the facilities of any
stock or futures exchange provided the Trustee maintains a risk management
strategy;

{r) Trustee s power Lo aes/ with /tse/fi notwithstanding any rule or law or equity to
the contrary:

{i) to acquire as property of the Fund real or personal property the legal and
beneficial interest in which is at the date of such acquisition the absolute
property of the Trustee PROVIDED THAT any property so acquired is
acquired for a consideration being not greater than the current Market
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(s)

(t)

(u)

{v)

(w)

()

(y)

(2)

32.2,

{if) to dispose of any beneficial fnterest in property of the Fund to itself;

(ili)  to lease to the Fund any real or personal property the legal and beneficial
of the Trustee;
(iv)  tolease any property of the Fund to itself;

Folicres:  to effect or acquire policies of life assurance of any kind on the life of
any Member or in respect of sickness, disability or accident to any Member, to
Pay premiums transfer, surrender, change the sjtys of and deal with these
policies in any manner whatsoever, whether or not these policies are individual
policies on the life of one person or a group policy on the lives of two or more
PEersons, to purchase or enter into insurance or investment bonds whether or not
the bonds are linked to a policy over the life of any person;

Agency and fcences to apply for, purchase and hold any permit, agency or
licence which may be desirable or required to enable or facilitate the carrying on
of any business which the Trustee is e€mpowered to engage in and to surrender,
relinquish, sell, vary or assign the same;

Choses-in-action: to acquire choses-in-action including debts and obligations of
all kinds for value or by way of gift or at g discount or at a premium and to
assign, release, vary, relinquish or otherwise deal with the choses-in-action in
any way whatsoever on such terms and conditions as the Trustee Mmay see fit;

Recelve giis or arstbutions:  to receive property by gift inter vivos or by
distribution under a wili or under the provisions of any other trust or otherwise

Legs/ proceedings: to institute, join in and defend proceedings at law or by way
of mediation or arbitration and to proceed to the final end and determination of,
or to compromise the same and to compromise and settle any such dispute or
proceedings for such consideration and upcn the terms and conditions as the
Trustee may decide;

exercise, develop or grant licenses jn respect of or otherwise turn to account the
property rights or information 50 acquired;

ncieental powers:  to do all such other things as may be incidental to the
exercise of the powers, rights, discretions and authorities hereby conferred on
the Trustee,

These powers shall be in addition to any other powers, authorities and
discretions vested in the Trustee by another provision of the Deed, the Rules or
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32.3. These powers shall not be limited by, or be construed so as to be limited by any
other powers, authorities and discretions otherwise provided by the Deed, the
Rules or by law.

32.4. In exercising these powers the Trustee must ensure at all times that the Fund
remains a Complying Self Managed Superannuation Fund.

32.5. A Trustee who is a natural person may be a director of any company in which
any moneys forming part of the Fund are from time to timg invested and may
receive the remuneration attached to such office without béing liable to account
for it unless that appointment would cause the Fund to become a Non-
Complying Self Managed Superannuation Fund.

32.6. Subject to the terms of these rules the Trustee may exercise or concur in
exercising all powers and discretions given under this Deed or by law
notwithstanding that it or any person being a director or shareholder of the
Trustee has or may have a direct or indirect interest in the result of exercising
such powers or discretion or may benefit either directly or indirectly as a result
of the exercise of any such power or discretion and notwithstanding that the
Trustee for the time being is the sole Trustee.

Rule 33.The assets of the Fund are to be held in the Trustee’s name

Explanation

7he SIS Act as wel/ as the Rules reguire that all the assets of the Fund be in the rustee’s
nSMe 3Nd be held separately /rom any assels held by the Trustee personally, 3 Member, or by
a7 employer of @ Member. No Member has any entitiement to @ Specilic asset of the Fund,

Rule

All the assets of the Fund must be held in the Trustee's name and must be held separately
from any assets held by the Trustee personally, a Member, by an employer of a Member or
any other person unless otherwise allowed by the 575 4ct

Rule 34.Trustee may receive gifts or distributions

Explanation

The Trustee of the Fund may receive gits or oistribulions (Fcitiona! to imvestment income

aqerived rom any /myvestments made by the rFunal fom.:

(7 any Company,

) any Lrust incluaing a 18/ trust, testamentary Lrust or the legal estste of 3 decessed
Derson,

(W) Ry pIrnershn, bUsEss, commercial or imyvestment enterorse,

7v)  any govermment or statutory body

S0 J011g 35 L/1€ SCCEpLance of afiy SUCh Gift or distribution does not cause the Fmd fo become 3
Nor-Complying Self Managed Superanmuation Funid,

GIfEs or distributions recerved by the Fund can be i cash or praverty.  Lisirbutions woluld
nonmaly be ffom & trust - note that there can be soverse tox conseguences i the Fund
rECeNVES 3 DISIrTOUtion 1Fom @ private trust

Rule
34.1. The Trustee can accept a distribution or a gift made to the Fund provided the
Fund will not by reason of acceptance of that distribution or gift become a Non-
Complying Self Managed Superannuation Fund or the Trustee otherwise resclves
that the Trustee should not accept that distribution or gift.
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34.2, The Trustee may allocate any such distribution or gift at its discretion to the
Earnings, a Reserve, a Member’s Account or apply it for any such purpose as the
Trustee determines including the payment of a pension to a Member, their Legal
Personal Representative or to a Dependant in the event of the Member's death.

Rule 35.The Trustee must not borrow

Explanation 4

Normally the 7rustee wilf not be alfowed to borrow nor MOIGEGE OF Ch3rge [he assals of the
rund. A borrowing includes sn overdraft or 2 MEGI BCCOUNE.  An acguisition of o
IRSLSNNENL Warrant unless specizlly sfowed Ly the Act miight be & borrowing. For EXIOE 2
contract /or difierence ('CFD?) is not profibitad unless the rustee fas deposited sssets of
he Fund with the CFD provider as securily in reBlon to the Funds obhgations to pay
MEIGINS. THESE are profibitions fmposed by the Act. The Rules reflect those LrORIbLions.

75 Rufe may prevent the Trustee from FEGUHTRG & PIrTicular fnvestment.  The Trustee

Should first obtam advice from & specialist or the Auditor berore making an imvestment that
My Hreach this Rule,

e Rule

Except as otherwise provided by the Act the Trustee must not:
{a) borrow money;

(b} maintain an existing borrowing of money;

{c) recognise, or anyway encourage or sanction, a charge over, or in relation to a
Member's Benefits; or

(d) give a charge over, or in relation to, an asset of the Fund.

Earnings

Rule 36.The Trustee must determine and allocate the Earnings of
the Fund

Explanation
7he 7Trustee must determiine the £G111171GS OF the Fund each Financia/ Year

Rule

36.1. The amount of the Fund’s Earnings for all or part of a Financial Year is to be
determined by the Trustee and may include income received and accrued,
realised and unrealised gains and any other such amounts as the Trustee
believes should form part of the Fund’s Earnings.

36.2. The Trustee has sole discretion as to where to allocate or as to how to apply
Earnings including allocating Earnings to an Accumulation Account, a Pension
Account, or a Reserve and using Earnings to pay a Benefit or expense of the
Fund or any tax imposed upon the Fund.
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Reserves

Rule 37.The Trustee may establish a Reserve

Explanation

7he Trustee may create & Reserve. Normally 8 Reserve would be crested fo meet 3n expectad
HBLLy of the Fund, A Member does not have any entitlement (o afounts creaited to &
reserve.

As examples the Jrustee might establish & Reserve to which the olowing amounts may be
aaed:

> Larnings before beling alocated fo Members.

¥ A amount (generally on the advice of an actusry) so 35 [o enswre Lhat the Jrustee fHas
SUITCIent 1nds o pay 3 Pernsion.

v

Armmounis (o e feld i1 reserve for uexpected contingendc/es,

¥ SEHNNSUIEnNce amounts (whether 1or the Members generally or Just for only one or more of
e Members).

Further the 7rustee might establish a Reserve from which tax deductible amounts may be paid
1o the Lega/ Personal Represenizlive or Dependant of @ Member i1 the event of the Members
aeais.

THe Tristee sHouid Getermmiing gt the time oF establishment of g Reserve.
> What armournts are fo be sdded to or deducted from the Reserve,
¥ The nyvestment strategy lo be agopted for that Reserve, and

.

> The proposed appiicalion of that Reserve.

Rule

37.1. The Trustee may from time to time establish such Reserves and add, deduct and
allocate amounts to those Reserves as it considers appropriate (except that it
may not establish a Reserve or add or deduct any amount to or from a Reserve
if that would result in the Fund becoming a Non-Complying Self Managed
Superannuation Fund).

37.2. The Trustee must formulate and implement a separate investment strategy for
any Reserve, The investment strategy must be consistent with the Fund‘s
investment strategy and with the Trustee’s ability to discharge liabilities
wherever actual or contingent, as and when they fall due.

37.3. No Member nor or any other person shall have any entitlement to any amount in
a Reserve.
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Taxation

Rule 38.Payment of Tax and allocation to Members’ Accounts

; Explanation
7he general rufe s that 3 Cormplying Superannuation Fund wil be assessed to 7ax on.

7 Contribitions made o the Fund on behalf of & Meimber (except ﬂbﬁ“deddfﬁb/e
Contribitions mede by & Member): plus

(7} Capflal gains after deduction of same YEEr and carried forward capita! losses; plus
) Larmings derived Ly the Fung on investment of Contributions, /ess

() Deductitle axpenses incurred Gy the Fund (which might include msUrEnce expenses),;
/ess

(V) Carried forware fosses.

78X (except or some cqontal gams) is levied st ¢ rate of 159 on the net iicome of &
Compliing Superannuation Fumnd (GLAoUGH o s NG mcome” is taxed st & rate of |
. (f@ 45%,).  Tax on capital gaimns on assets Feld Ly the Fund for more than 3 VEFr (3nd whichH
nave been scgouired after 19 September 7985) wi e subject fo & 10% fax.

Caried forward fosses do not include capital losses, Capital losses jncurred 35 e
consequence of the aisposa/ oFf an sssef qcquired arter 19 Seplember 1985 WHHsE ot
aqeciclitle sgsinst orainary income may be offset FGINSL capital gams (or carried forward
or offser agamst future GFois! gams). Grven (e POSSIDIe long /lead time berween the
meurrence orf & capital loss and POSSIDIE LtHisation of that loss the Trustee sfowd ensure
Wt adeguste records gre Agot recoraing snd EVITEnCIng the icurrence of that foss.

7he alowsnce of any mmpUtation credits received on franked dividends derived by the Fivd
will reduce the effective rate of Jax payable by 1he Fund

Where a Trustee holds assefs for the PUIPOsEs OF paying a Pension or Pensions the Trustee
Wil not be subject to Tax on any mcome or gams derived from the NVESImEnt oF sssels
used to fund payment of those Fensions.

7ax payable by the Fund need not be dediucted from the Members Account OF 11y LSrticLysr
Member - it might be paid from & Reserve or degducted ffom Famings.

Rule

38.1. The Trustee must pay all Tax properly assessed to the Trustee.

38.2. The Trustee may in its discretion deduct from a Member’s Account Tax paid or
payable by the Trustee:

(a) as a consequence of the receipt by the Trustee of a Contribution for the benefit
of a Member,

(b) payable on any income added to a Member’s Account, and

(c) any Tax which the Trustee reasonably believes may be payable as a
consequence of a payment to a Member.

38.3. The Trustee may in its discretion deduct from any account, including a Reserve,
Tax paid or payable by the Trustee provided any such deduction will not cause
the Fund to become a Non-Compiying Self Managed Superannuation Fund.

38.4. If the Trustee receives a refund of Tax the Trustee may add that refund to such
Members’ Accounts or to such Reserve as it determines provided that addition
will not cause the Fund to become a Non-Complying Self Managed
Superannuation Fund.
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Insurance

Rule 39.The Trustee may establish an insurance plan

Explanation

7he Trustee may establish arm msurance plan. The msurance plan M3y provige. amongst other
Lhings, Jump SUm or anauity cover payable in the event of @ Members death or disab/ement
The msursnces hat may be scguired by the Trustee inclide sickness ang accraent, lraums,
LEFTNINENL disabiity snd e msursnce,

Rule

The Trustee may establish an insurance plan for the benefit of the Fund so as to enable the
Fund to make payments (including the payment of Benefits on death or disability) to a
Member, a Member's Dependant or the Legal Personal Representative of a Member in the
event of a Member’s death, disablement, illness or as otherwise aliowed by the Act.

Rule 40.The Trustee may self insure

Explanation

7he msurance plan may 350 reguire the Trustee to self-insure the Fund (S0 3s lo enable the
Trustee to pay @ Benelit to & Member or to @ Members Lega/ Personal Representative). in the
evenl tHatl ihe Trustee seeks fo seff~insure the Trustse should:

I/ ENGEGE 171 FCLLETY [0 Provide such aavice (o the Fund:

s getermine the scope of the Fund's self msurance neads,

() establish g seif nsurance Reserve,

() sela separate invesiment strategy for the se/f insurance Reserve.

An amount paid 17om & Reserve established for the purpose of Self imsurance might be (ax
ceouctibse.

Rule

The Trustee can elect to self insure and may establish a Reserve:

(a) to which such amounts as the Trustee might require shall be added for the
purpose of self insurance;

(b} from which the Trustee may pay amounts required to paid as a consequence of
the Trustee self insuring against an event; and

(c) from which amounts no longer required for the purpose of self insurance may be
transferred to such other Reserve or to such Member’s Account as the Trustee
may determine.

Rule 41.The Trustee has discretion as to the application of any
insurance proceeds

Rule
41.1. Subject to the Act the Trustee has absolute discretion as to the application of
any insurance proceeds received by the Fund and may allocate the proceeds to
any Member's Account or to Reserves of the Fund.
41.2. No Member nor their Legal Personal Representative nor any other person has
any interest in any insurance proceeds that might be received by the Fund.
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Annual Accounts

Rule 42, The Trustee must Prepare annual accounts

Rule #

42.3. The Trustee must as soon as practical after the end of each Financial Year:

(a) prepare a statement of financial position recording the assets and liabilities of
the Fund as at the end of that preceding Financial Year;

(b) prepare an operating statement recording the profit derived or toss incurred by
the Fund for that preceding Financial Year (or part year if the Fund was not in
existence for a full year);

{c) arrange for these statements and the accounting records of the Fund to be
audited by an Approved Auditor;

(d) arrange for ail tax returns and other statements required to be lodged pursuant
to the Act by the Fund to be lodged as and when required; and

{e) prepare any Member and other statements and reports as required by the Act,
42.4, The Trustee must retain the accounts and statements prepared in accordance
Wi ;

they relate.

Fund Compliance

Rule 43.The Trustee must maintain the Fund's complying status

SIS Act and its rEGLIBLORS and the Rujes of s Fund,

277 certan casas e Fristoe M3 become sware 3t 1t Has taken an FCLONR A3 may result i
he Fund 057G /s Statys s o Norr- omelng Ser Mansges Suyperannustion Fund 7 these
CHCUmIstances the lrustee must repare & Compliance Plap et resuits i the Flire reLIng
Lo or ensuring its Comoning Sei Manzgeg Superannvation Fund Slais,

he sction regured’ upder the Compliznee Plan 3y result from sdvice wom the Fupds
Auvditer; 3n advisar to he Flng, or the REGLEtor

Rule

(2)

(b) notify Members of any action required under the Compiliance Plan; and

Griffiths Family Superannuation Fund 51
EON2007.3_vs

rﬁxplanation ]




e AR e

{c) take such action as is required under the Compliance Plan within a reasonable
time frame and before the lodgement of the Fund’s next regulatory return.

Fund Insolvency

Rule 44.The Trustee must develop a Solvency Plan

Explanation
7he Trustee must be able to pay Benefits and EXDEISEs 35 and when 1/t [s reguired fo oo so.

I the Trustee beloves that the Fimnd may become msolvent than the Jrustee must oregare g
Solvency Flan which if foflowed would ensure that the Fund FEINIFINS SOIVERL

The Solvency Plan may be written Ly the Trustee, the Fund%s actuary, the Auditor, an sdvisor
Lo the Fund or the Reguiator:

Rule

Where the Trustee becomes aware or is notified by the Auditor or the Fund’s actuary that the
Fund is or may become insolvent, the Trustee must:

(a) meet with the actuary or Auditor to determine a Solvency Plan to ensure the
Fund’s solvency including but not limited to reducing any Members’ Accounts or
Members’ Benefits;

{b) notify Members of any action required under the Solvency Plan; and

(c) take such action as is required under the Solvency Plan prior to the lodgement of
the Fund’s next regulatory return.

Part Three: Payment of Benefits by the Trustee

Benefits Payable to a Member

Rule 45.Benefits payable to a Member

Explanation

Lpon becoming entitled to receive & Benelit from the Fund o Member may choose o recerve
AL Benelit by way of @ iump sum or a1 fmcome stream OF 35 & Combindtion oF bolh. 7 some
mstances the Member may be required o receive g Benefit as g lump swm and 1 other
IASLENCES, 35 317 NCOMe Strearm.

A Member may cfoose fo receive o LUmp Sum Benerit 35 arn i specie transfer of 3ssets.

¥ a Benelft is pald to & Member aged 60 snd over that 23yment Wiy generally be tax free’ fo
e Member:

Rule

A Member or a Dependant of a Member or the Legal Personal Representative of a Member or
any other person may be entitled to receive one or more of:

(a) a Lump Sum Benefit,

(b} a Pension,

() a Temporary Incapacity Benefit,
{d) a Permanent Incapacity Benefit, or

{e) such other Benefit as the Trustee might determine,
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provided that any such Benefit would not result in the Fund breaching the Minimum Benefit
provisions, the Fund becoming a Non-Complying Self Managed Superannuation Fund or would
be in breach of the Act or these Rules.

Rule 46.When must Benefits be paid to a Member

Explanation

/s Self Managed Superannuation Fung nes been estaplished to orpovide Beneiits to the
Members or lo their Dependants. ThHis Rule ensures L3t Benefits are paid /n accordance with
e Core and Ancilary Purposes of the Fund,

Rule

A Benefit must be paid to a Member or to a Dependant of a Member or to the Legal Personal
Representative of a Member or to some other person if that Benefit is so required to be paid by
the Rules or the Act.

Rule 47.Payment of a Lump Sum Benefit

Explanation

Normally Lump Sum Benefits carn only be pald fo & Member on retirement of the Member
(DProvided the Benalit is not & Freserved Benelit), the Member /s LErMINently disabied. or /-
the Member tuns 65 years oFf age.  7he Jrustee may a/so be able to meke Layments fo
Member on compassionate grounds or if that Member s SLIEmnG severe nancial HErdsip.

Rule

47.1. Provided the Fund remains a Complying Self Managed Superannuation Fund and
subject to the Rules, a Member or the Legal Personal Representative of the
Member can at any time request and the Trustee may at its discretion pay a
Lump Sum Benefit to the Member.

47.2. Subject to Rule 47.3 the Trustee may only pay a Lump Sum Benefit to 3 Member
that does not exceed the balance of that Member's Accumulation Account.

47.3. The Trustee may determine that the whole or any part of a Reserve can be paid

to the Member in addition to the payment of that amount made pursuant to Rule
47.2.

Rule 48.Payment of a Pension Benefit

Explanation

7he Rules alfow the Trustee to PEy & Pension provided payment of the Pension ic authorised by
Gie Act.  This means that the Pension must MeSL Cerian Siandards that are set out in the SIS

Regulations and the Rules of the Fund must refiect these standsrds.  7his nclides Pensions
et may fhave commenced i a Fund before 4 July 2007 such as shocated?! ‘market fiked”
and defined benelit’ Pensrions,

ne Fund masy psy & Pension to g Member Who H3s reached therr Preserviation Age evern
hotgh that Member continues fo work. This is Artows 35 @ transition to FRLIEIIEnt’ PErRsIon.

7he Trustee must set out the terms and conaiions of & Pension i Wriling and noliy these o
the Member commencing the pension.  7hese lerms and conditions then form part of the
Funds Ruses,

From 1 July 2007 members of & seff managed superannuation g may be 037 & shnofe
Fccount based Pension — a Simple Pension. From 20 Sgptember 2007 the other pension lypes
will not generally be available to & Member of 7 Seif Managed Superannuation Fund. These
Rules affow the payment of @ Simple Pension with any or & of the balance of & Members
Account in the Fund.  The terms and conditions for s Shmple Pension must mclude the
Tolfowing 1 fight or Simpler Super rufes,
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B A URITIUT PERSION payiment caleinatad N ICCOraEnce with the Members a9 a5 Helow [Hal
NUSE DE /Pade ot least anrLly.

Age of member % of account balance
to be taken

Under 65 4

65-74 5

75-79 6 &
80-84 7
85-89 9

90-94 11

95+ 14

v

e underlving capits/ of the Pension CEANOL be nicreased alter the commencemernt dale by
the aadition of any Contributions or rolfovers,

&he Pension is able to be converted to 5 Lenmp Surm Benefit subject to SPEC3/ 11ES 00/ ing
for transition to retirement PENS/ONS — see below,

> 1he Pension canmot be used as Securily for 3y borrowings (HICome or underlying CapitEl);

P ooupon aesth of the Member the Pension can be bansizred to o Dependant* g5 =
rEVErsionary Pension or the balsnce of the PLENSION FCCOUt may be cashed smd LI 35 3
T Surm fo & Dependant or to the / g/ Persona/ Representative of the member,

7he specia/ rifes SOPYING for @ lransition (o retirement LERSIONT ICirge that:

®1he pension cannot be takern ss 5 Limp Surm Benefit until the Member meet's F ConNaition or
re/ease such s relirement GEILY, peranent iSOy or age 6.5

B e maximirr Pension PEYINEN i1 any one year /s limited fo 10% of the balsnce of the
Members Pension Account

* 7he Simpler Super DENSION rines rastrict the Qe of Dependants to whom z rEVEIS/0nS Y
rension may be paid or transferred.  The TUIES Drofibit the reversion or transfor o g Fension
(0 g Dependsnt where that PES0R 15 3 Child of the Member and is an AUt (25 years and
o/der) unfess they fave s LEITNENENnt disabiily that meets the Lrovisions of the Disability
Services Act, 1986 and are /i need of ORGONG SULPT

Rule

48.1. A Member or the Member's Legal Personal Representative may request the
Trustee to pay a Pension to the Member, a Dependant of the Member or a Legal
Personal Representative of the Member, provided the Pension is taken to be a
pension for the purposes of the $75 4cr The payment of any Pension must not

result in the Fund becoming a Non-Complying Self Managed Superannuation
Fund.

48.2, All parts of the S/7% Reguiations that provide standards for the payment of a
pension are incorporated in and form part of these Rules and any amount pald
by the Fund as a Pension must be provided under those rules.

48.3. The Trustee may offer a Pension to a Member and must document the terms and
conditions of the Pension and notify the Member in writing of these terms and
conditions.

48.4. Subject to Rule 48.2 the Trustee in its sole discretion may apply any amount
standing in a Member’s Accumulation Account, a Member’s Pension Account or 3
Reserve for the benefit of the provision of a Pension to a Member, a Dependant

of the Member, a Legal Personal Representative of the Member or some gther
person.
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Incapacity

Rule 49.Member to advise Trustee of incapacity

Rule

A

49.1. As soon as practical after becoming incapacitated a Mefmber or the Member’'s

Legal Personal Representative shall advise the Trustee of that Member's

incapacity. The Member shail submit to whatever medical examination might
reasonably be required by the Trustee.

49.2. On receipt of that advice and after receipt of any medical apinion that the

Trustee might require the Trustee shall determine whether or not the Member
has been Temporarily Incapacitated or Permanently Incapacitated.

Rule 50.Benefits payable for Temporary Incapacity

Explanation

The Trusiee may be able to pay & Member @ Jemporary Incapacity Benelit provided that the
SIMIOUNL OF LASE Benesit Is not greater than the SITIOUNL e Member was receiving from Gainfid
Employment. An amount received fom GEIU Ermployment would inciude SIEIY, Wages, &
share of the profit of & DEENSrsim, & distrbution fom & usy, 3 bonus, or any other /o of
Lenefit provided it was linked o the PIrovision of services by the Member

Rule

50.1. Where the Trustee is of the opinion that the Member is Temporarily
Incapacitated the Trustee May pay a Temporary Incapacity Benefit to the
Member provided such payment does not cause the Fund to become a Non-
Complying Self Managed Superannuation Fund for a period commencing from
the time of that Temporary Incapacity to the earlier of:

(a) that date the Member is re-engaged in the kind of employment engaged in by
the Member immediately before becoming Temporarily Incapacitated,

{b) that date on which the Trustee forms an opinion that the Member has become
Permanently Incapacitated,

(c) the date of the death of the Member; or

(d) such other time as is allowed under the Act.

50.2. Subject to the Act the amount of that Temporary Incapacity Benefit shall be no
more than that amount which the Member was receiving from his Gainful
Employrnent before that Temporary Incapacity.

50.3. The Trustee may draw upon any Reserve to pay a Temporary Incapacity Benefit

or, if there are no Reserves, deduct an amount from the Member's Account or
any other account the Trustee so determines.

Rule 51.Benefits payable for Permanent Incapacity

Explanation

Where g Memperis Permanently lncapsciisted the 7rusiee may pay the Member g Benefit unti
SUch time as the Member retires or ares.  The Benefir may be & Lump Sum, 3 Pension or
COImBIRALIonN ora Lump Sum and Pension,

7he Trustee might be able fo make Ny Such payment directly from that LESons Members

Accourt. Aftemstively or 2aaitionally the payiment UG De funded Fom & Reserve,
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7he Tiustee may be abfe to claim & tax deduction for the payment of @ Permanent incapacity
Benelit. Any such deduction may b6 used by the Trustee as an offsel 3gainst 5ame year or
e year 3ssessshfe mcome of thHe Fung,

Rule

51.1. If the Trustee is of the view that a Member has become Permanently
Incapacitated and provided that any such payment does not result in the Fund
becoming a Non-Complying Self Managed Superannuation Fund, the Trustee, in
its absolute discretion may: A

(a) pay all of any balance of the Member's Accumulation Account and Pension
Accounts to the Member, a Dependant or Legal Personal Representative of the
Member as a Lump Sum Benefit;

(b) pay part of any balance of the Member's Accumulation Account and Pension
Accounts to the Member, a Dependant or Legal Personal Representative of the
Member as a Lump Sum Benefit and the balance of the Member's Accounts (as
increased from time to time) to the Member as a Pension;

(c) pay all of any balance of the Member's Accumulation Account and Pension
Accounts (as increased from time to time) to the Member, a Dependant or Legal
Personal Representative of the Member as a Pension;

51.2. The Trustee may also allocate an amount from any Reserves of the Fund to the
benefit of a Member, a Dependant or Legal Personal Representative of the
Member in the event of the Member’s Permanent Incapacity for the purposes of
paying a Lump Sum Benefit, a Pension or combination of both.

Death Benefits

Rule 52.What must happen on death of a Member

Explanation

A purpase of the Fund /s to provide Benefits to 3 Members Dependsnts or Legs! Persona/
Representative on death of the Member. Where a Member dies the Trustee may pay
Benelit to the Members Depenasants or Legal Persondl Representative i sccordamnce with
any Binding or Non-Binding Death Beneit Nominations made by the Member or Death
genelit Rule established at the request of the Member. The Benelit may be & Lump Sum, &
PERSION Or 3 Combinalion or & Lunmp S and Pansion,

Frior fo any Benelits bemg pald & person must be aopointed Trustee in place of the
geceased Member. Typlcally this is the Legal Personal Representalive of the Member. ThHat
PErSON may only remar Jrustee 1or the period until death Benelits commence to be pard
otherwise the Fund may /ose /s complying status.

Rule

On death of a Member;

(a) if the Member was a Trustee the deceased Member's Legal Personal
Representative is by reason of this Rule appointed a Trustee for the period from
the date of death of the Member until the date of payment of any Benefits
payable as a consequence of the death of the Member provided the Legal
Personal Representative is eligible, pursuant to these Rules, to be a Trustee and
has consented to act as such;

(b) if the Member was a director of a company which is a Trustee that company may
continue as a Trustee from the date of death of the Member until the date of
payment of any death Benefits payable as a consequence of the death of the
Member provided the Legal Personal Representative of the Member is appointed
as a director of the company for any such period and provided the company and
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(c)

the Legal Personal Representative is otherwise eligible pursuant to these Rules
to be a Trustee and has consented to act as such;

Subject to Rule 48 the Trustee may continue to pay any Pension previously
payabie to the Member to the Legal Personal Representative of the Member.

Rule 53.Payment of a Death Benefit

Explanation

7he payment of @ Benefit on death of & Member may be made from the Members Accownt
or @ Reserve. 7he 7rusiee may a/s0 be able fo caim & Tax deduction for the oayment of
S g Benelit

Alter the death of a Member the Trustee should determine whether it folds & Non-Binding
Death Benelit Nomination for the Member a Binding Death Benclit Nomination for the
Member, or h1as established a Deathr Benefit Rule at the reguest of the Member fo 23y
Benefits fo partict/ar people 11 & particulsr manner snd agisperse Benefits 35 suthorsed by

L9155 Ree,

&

Rule

53.1.

53.2.

53.3.

53.4.

53.5,

53.6.

53.7.

On the death of a Member the Trustee shall distribute the balance of the
Member’s Accounts as a Benefit in accordance with this Rule to one or more of
the Member’s Dependants, the Member’s Legal Personal Representative or any
other Account in the Fund including another Member's Account or a Reserve
provided any such distribution does not cause the Fund to become a Non-
Complying Self Managed Superannuation Fund.

If the Trustee holds a Non-Binding Death Benefit Nomination for the deceased
Member the Trustee may but is not obliged to pay such Benefits to such persons
as are nominated in that Non-Binding Death Benefit Nomination of the deceased
Member.

If the Trustee holds a Binding Death Benefit Nomination for the deceased
Member the Trustee must pay such Benefits in the manner and form as are
nominated in that Binding Death Benefit Nomination of the deceased Member.
However the Trustee is not required to make a payment under a Binding Death
Benefit Nomination if that payment may result in the Fund becoming insolvent.

If at the request of the deceased Member the Trustee has established a Death
Benefit Rule the Trustee must pay any Benefits payable as a consequence of the
death of that Member in accordance with that Death Benefit Rule. However the
Trustee is not required to make a payment under a Death Benefit Rule if that
payment may result in the Fund becoming insolvent.

If the terms and conditions of a Pension payable to the deceased Member have
been incorporated as a Rule the Trustee must pay the Pension according to the
terms of that Pensiom.

Except if one or more of Rules 53.1, 53.2, 53.3, 53.4 or 53.5 apply the Trustee
shall distribute or transfer the balance of the Member’s Accounts as the Trustee
in its absolute discretion may decide.

Notwithstanding Rule 53.1 the Trustee is authorised to pay such additional
amounts to a Dependant or the Legal Personal Representative of a deceased
Member as the Trustee in its absolute discretion may decide, including an
amount from a Reserve, provided the payment does not result in the Fund
becoming a Non-Complying Self Managed Superannuation Fund. These amounts
are not to be taken as forming part of the deceased Member’s Benefits.
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Conversion of Benefits

Explanation

Members /i recept of Benefits fave the Hexibility of converting their Benefits to another stvie
oF Beneiit proviged that such & conversion 1s alfowed under the Act and does not resuit in the
FUnd becoming @ Norn-Complying Self Managed Superannuation Fund.

Rule 54.Conversion of a Lump Sum Benefit into a Pension
Rule

54.1. At the request of a Member or, in the event of the Membei’s death, at the
request of the Member’s Dependant or Legal Personal Representative and
subject to the Rules and the Act, the Trustee may convert any Lump Sum
Benefit payable to the Member either in whole or in part into a Pension payable
to the Member or if the Member is deceased the Dependants or Legal Personal
Representative of the Member.

54.2. The Member or, in the event of the Member’'s death, the Member’s Dependant or
Legal Personal Representative must notify the Trustee of the type of Pension as
required under Rule 48 and the Trustee is to use the Lump Sum entitlement to
fund any Pension.

Rule 55.Commutation of a Pension
Rule

55.1. At the request of a Member or, in the event of the Member's death, at the
request of the Member's Dependant or Legal Personal Representative and
subject to the Rules and the Act, the Trustee may commute part or the whole of
any Pension payable to the Member in accordance with Rule 55.2 and 55.3.

55.2. Any amount resulting from the commutation may be applied by the Trustee:

(a) to pay a Lump Sum Benefit or some other type of Pension to the Member, a
Dependant or Legal Personal Representative of the Member; or

(b) to be allocated into the Member's Accumulation Account.
55.3. Prior to commuting the Pension the Trustee must determine the possible
taxation consequences or commutation limits that may arise in relation to the

commutation of the Pension and notify the Member, Dependant or Legal
Personal Representative of the Member of this information.

Part Four: Changes to the Fund

Rule 56.Becoming a Small APRA Fund

Explanation

7his Deed is not @ sutsble deed or 3 1und thatl Is not & Self Managed Superannuation Fund. A
Fund will not be & Self Managed Superaniualion Fund i 1t Has more than /our members.

L the Fund ceases to be g Seff Managed Superanitiation Fund i will be i breach oFf the SIS
Act wrfess /s Lrustee /s 31 Agoroved Trustee. An Approved Trustes /5 some enfity — Stch 35 3
pUblicly Hsted trustee company-~ hal AFRA fas declsred may be appointed as the trustee of &
7nd Lhat /s nol & Self Managed Superannuation Fumo.

Where @ fund ceases bemg 8 Sel Managed Superanmiation Fund it must within 21 days of that
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change provide the Australian Taxation Ofice with aeLals of that change.

71 50Mme mstances the members of @ fund might believe that ever houghr &he find h3s fess
&ran four members hat rather then the members being the Trustees an Approved Trustee
should be the 7rustee. The Members may not wish to unaeriake the responsibiities attsched to
the rofe of Trustee or may have particilsr 12mily reasons for wenting an Aoproved Trustes to
be the Trustee. This Rule allows an Aporoved Trustee to be FOPOIIED 35 the Trusiee ar any
ine. 7Hese Rules are not suitable to Funds where s Aaproved Trustee /5 the Trustee,

Rule A

56.1. Notwithstanding any other provision of these Rules at any time the then Trustee
may retire as the Trustee and appoint an Approved Trustee as the Trustee.

56.2. If an Approved Trustee is appointed as the Trustee the Members shall forthwith
meet and agree to a replacement to these Rules.

Rule 57. Amendment of the Deed or the Rules

Explanation

GIven that constant changes are made to the Act it is ATPOITENt the Riules of the Fund can be
ImEnIed 50 35 Lo ensure continued compliance with the Act The rules OFf most fnds are
FMeEnIed or replaced 1fom time lo time.

Rule

57.1. The Trustee may in its absolute discretion amend the Deed or the Rules (in
whole or in part) by way of written resolution provided:

{a) any change to the Deed or the Rules does not result in the Fund becoming a
Non-Complying Superannuation Fund or being in breach of the Act;

(b} the amendment does not reduce the amount of any Benefit accrued or accruing
to a Member as at the date of amendment unless the Member or the Legai
Personal Representative of the Member has in writing consented to any such
amendment;

(<) the amendment does not amend the term of a Pension which has been
incorporated as a Rule or a Death Benefit Rule unless the Member or the Legal
Personal Representative of the Member who accepted the term of the Pension or
who requested the Death Benefit Rule to be incorporated has in writing
consented to any such amendment;

{d) the amendment does not allow a person other than a Constitutional Corporation
to be eligible to be appointed as a Trustee unless the Rules then provide and will
continue to provide after the amendment is made that the Fund has as its sole
or primary purpose the provision of old age pensions, and

{&) the amendment does not allow the sofe or primary purpose of the Fund to be a
purpose other than the provision of old age pensions unless the Rules provide
and will continue to provide after the amendment is made that the Trustee must
be a Constitutional Corporation.
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Part Five: Winding Up of the Fund

Termination

Rule 58.Termination of the Fund

Explanation

On termiunation of the Fund the Jrustee ShoUT:

Step One - fave the Fund aucited:

Step Two - determiine the Markat Valye of the Fund's assets,

Step Three - determine iF the cash ISSELS Of the Fund are suficent fo arscharge the Funds debts
andg Ladiittes. IF not the Trustee shall determiine which assets will be GISpOSEd Of [0 b3 StFiciant
IS,

Step Four - psy ouvr i EXDENSEs of he Fund NIARG 3y Taxes, Icministration costs,
FOVETTIENL ITP0SEs, amounts due to Members, other expenseas LIS 8ry expense mcurred to wind
up Lhe Fund:

Step Five ~ declare 3 fins/ distribution SO (DEMG LREE SIToUf (hat s equal to he valve of the
FSSELS Of he fund /ess expenses 3.

Ay 7na! distribution amount Gy L iHe Trustees discretion (870 subject to the Act) be distributad
Ly the Trustes fo any or:

7/ Members and rommer Members of the Fina:

I/ refatives orf any Member or former AMember;

() any legal Personal Representative of 8 Member or former Member;
(%) any other person,; or

v F ChETLY or public benevolent institution,

Ruie

58.1. The Fund shall be wound-up and terminated on the first to occur of the date:

(a) on which the Trustee resolves that the Fund should be wound up and
terminated;

(b) the Fund must be wound up for the purpose of the Act;

() the Fund ceases to have Members; or

(d) the Regulator requires that the Fund be wound up.

58.2. The Trustee shall on Termination Date:

(a) dispose of assets of the Fund in order to have sufficient cash with which to meet
any debts and liabilities of the Fund. The Trustee has discretion to determine
which of the Fund’s assets are to he disposed of;

(b) pay out any debts and liabilities of the Fund;

{c) determine to whom any Benefits are to be paid including former Members, trusts
that former Members were beneficiaries of, the Legal Personal Representative of
former Members or any other person. The Trustee retains sole discretion as to
where Benefits are to be paid and how they are to be made including in-specie
or cash Benefits and is to ensure that the payment of any Benefits does not
breach the sole purpose test; and
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(d) pay out any Benefits due by the Fund to the Members. The Trustee retains sole
discretion as to how these amounts are to be paid including making an in-specie
transfer of assets or cash amounts;

58.3. After the Trustee has made all such payments as the Trustee is required or has
resolved to pay pursuant to Rule 58.2 the Trustee may distribute the remaining
assets of the Fund to such charities or public benevolent institutions as it might
determine provided any such payment does not breach the sole puipose test or
otherwise render the Fund a Non-Complying Self ManagecL Superannuation Fund.

Part Six: Interpretation

Governing Law

Explanation

The governing /aw /5 sinply that law which /s to be applied by & court iF the court /s reguired {o
Cons/aer the Ru/Es.

Rule 59.The governing law is to be nominated by the Trustee.
Rule

The Deed and the Rules are to be interpreted according to that law the Trustee nominates at
any time or if the Trustee makes no nomination, according to the laws of New South Wales.
Such nomination shall be made by written resolution of the Trustee.

Status of the Act

Rule 60.The Act is paramount

Explanation

The Rules define the Act fo molude the SIS Act the Income 7ax Assessment Acts 1936 ard
1997 and the regu/alions made pursuant to those acts,

Fthe Fund 18/ls to comply with & provision of an Act the Fund might become & Norm- Complving
Se/f Managed Superannualion Fund (with the result that it would not be CONCESSIONNY taxed).

I the Trustee contravenes a provision of the Act the Trustee nmight be subject fo & ne or
crimna/ penally.  This Rule /s designed o profect the Fund in the event that the Rules of the
Fnd and the provisions of an Act conlam some wintentional! mnconsistency but more
AnpOrLantly, 1 case lhe provisions of the Act change [and it s ahmost certain et Me
Lrovisions oFf the Act will change),

Rule

The Rules are subject to the Act. If there is any inconsistency between the provisions of the
Act and the Rules the provisions of the Act shall prevail.
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Interpretation

Rule 61.Rules as to interpretation.

Rule

61.1.

(a)
(b)

(c)
(d)

61.2.

61.3.

61.4.

61.5.

61.6.

61.7.

Explanations accompanying a Rule are for information and disclosure purposes
only but may be taken into account in interpreting a Rule?

in considering the purpose or object underiying a Rule; or

to confirm that the meaning of a Rule is its ordinary meaning conveyed by its
text taking into account the purpose or object underlying the Rule; or

in determining a Rule’s meaning if the Rule is ambiguous or obscure; or

in determining the Rule’s meaning if the ordinary meaning conveyed by its text,
taking into account its context in the Rules and the purpose or object underlying
the Rule leads to a result that is manifestly absurd or unreasonable.

A reference to any person or body shall include a reference to a company,
references to its respective authorised officers, agents, delegates, successors,
assigns, executors and administrators.

Words importing any one gender include all genders and words importing the
singular number include the plural and vice versa.

Unless the contrary intention appears when a word or phrase is given a
particular meaning other parts of speech and grammatical forms of the word or
phrase have a corresponding meaning.

In determining whether the Fund will or will not be a Complying Superannuation
Fund or Complying Self Managed Superannuation Fund the Trustee shall only
consider whether or not any course of action to be followed by the Trustee in
refation to the Fund would or would not cause the Fund not to be a Complying
Superannuation Fund or Complying Self Managed Superannuation Fund and
must not take into account any discretion which might or might not be exercised
by the Reguiator.

A reference to a provision of an Act includes a reference to any similar provision
in any successor Act,

A reference in these Rules to “pay” includes a reference to “credit” or
“distribute”.
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Definitions

Rule 62.Definitions

In this Deed the following words or expressions have the meaning thereafter ascribed to them:

Act

Ancillary Purposes

Application Form

Auditor
Approved Trustee
APRA

Associate

Benefit

Binding Death
Benefit
Nomination

Civil Penalty Order

Child

Commencement
Date

Compliance Plan

The 575 Act, the 7ax Act the Corporations Act 2081, the Ffamily Law Act
1875 (Port VIIIB), the Socia/ Security Act 7991, the Vleterans’
Entilierments Act 1986, any successor acts and all regulations made
pursuant to the foregoing acts.

Those purposes as defined in section 62 of the S/S 4cr including the
purpose of providing such benefits as the Regulator approves in writing.

An application form as referred to at Rule 12.

An auditor who is an Approved Auditor as defined in section 10{1) of the
S/5 Act or any successor Act or otherwise determined by the Regulator.

A trustee as approved by the Regulator pursuant to section 26 of the
575 4ct

The Australian Prudential Regulatory Authority or any successor
authority to that authority,

A person who is an associate as defined by section 12 of the 575 4cr

A benefit or entitlement payable or distributable by the Fund including a
Pension.

A death benefit nomination made by a Member in accordance with Rule
15 that must be followed by the Trustee in the event of the Member's
death,

An order or declaration made by a court under section 196 of the 57§
Act.

Any person as defined for the purposes of the Act,

In relation to a Pension has the meaning given by the S75 Regi/ztions.

A plan established for the purpose of Rule 43.

Complying

Self Managed

Superannuation

Fund A Fund which is a complying self managed superannuation fund for the
purposes of section 42A of the 575 4t
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Constitutional
Corporation

Contributions

Contributions
Segment

Core Purposes
Crystallised
Segment
Death Benefit
Rule

Deed

Dependant

Earnings

Element Taxed
in The Fund

Element Untaxed

In The Fund

Excess
Contributions
Tax

Financial Year

Fund

Gainful
Employment

A body corporate which is:

(a} a trading corporation formed within the limits of the
Commonwealth of Australia (within the meaning of paragraph
51(xx) of the Comstitution of the Commonwes/th OF Qustrana),

(b} a financial corporation formed within the limits of the
Commonwealth of Australia (within the meaning of paragraph
31(xx) of the Consirivtion of the Commonwealth oFf Austrahs).

Amounts paid or property transferred to the Trustee for the benefit of a

Member or Members.

Means that part of a Superannuation Interest as defined in section 307-

220 of the 7ax Acr.

Those purposes as defined in section 62 of the 575 4ct

Means that part of a Superannuation Interest as defined in section 307-

225 of the 7zx Act.

A Rule established as a Rule by reason of Rule 16,

The deed establishing the Fund as amended from time to time.

Is a person that is defined as a dependant for the purposes of the 57§
Act and includes the Spouse of the person, any Child of the person and
any other person with whom the person had an interdependency
relationship (as determined by the 575 4cy).

The earnings of the Fund determined in accordance with Rule 36.

Means that part of the Taxable Component as defined in section 307-
275 of the 7ax Act.

Means that part of the Taxable Component as defined in section 307-
275 of the 7ax 4ct.

Any tax imposed by reason of the Syperannuation (Evcess Concessions/
Contribitions Tax) Act 2007 or the Syperannuation (Excess Nor-
Concessional Contributions 7ax) Act 2006 or successor legislation.

A year ended 30 June or that period of twelve months adopted by the
Trustee as the Fund’s financial year.

The self managed superannuation fund established by the Deed.

That activity in which a person is engaged for gain or reward in any

business, trade, profession, vecation, calling, occupation or
employment.
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Legal
Personal
Representative

Lump Sum Benefit

Manager

Market Value

Member

Member’s
Account

Member's
Accumulation
Account

Member's
Benefit

Member’'s Pension
Account

Minimum Benefits

Non-Binding
Death
Benefit
Nomination

Non-Complying
Self Managed
Superannuation
Fund

Payment Split

The executor of the will or administrator of the estate of a deceased
person, the trustee of the estate of a person under a iegal disability or a
person who holds an enduring power of attorney granted by a person.

A Benefit which is payabie to a Member pursuant to Rule 47 in cash or in
kind.

The person or entity appointed by the Trustee toﬁ"nanage the Fund.
The amount that a willing buyer of an asset could reasonably be
expected to pay to acquire the asset from a willing seller if the following

assumptions were made:

(a) that the buyer and the seller dealt with each other at arm’s length
in relation to the sale;

(b) the sale occurred after proper marketing of the asset;

(c) the buyer and seller acted knowledgeably and prudently in relation
to the sale.

Any person who is accepted by the Trustee as a member of the Fund.,

An account established by the Trustee on behalf of a Member.

A Member’s Account established by the Trustee, the balance of which is
the amount that can be paid to the benefit of a Member, their
Dependant or Legal Personal Representative as a Lump Sum Benefit and
/ or a Pension.

The amount of a Benefit payable to a Member, their Dependant or Legal
Personal Representative in the event of the Member's death as
determined by the Trustee.

A Member’s Account established by the Trustee from which the payment
of a Pension will be debited.

An amount determined by the Trustee of the Fund as a minimum benefit
for a Member pursuant to Part 5 of the 575 Reguw/iations.

A death benefit nomination as referred to in Rule 14 that is not binding
upon the Trustee.

A superannuation fund that is not a Complying Self Managed
Superannuation Fund.

A “payment split” as defined by section 90MD of the ramfy Law Act
1875,
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Pension

Permanent
Incapacity
Benefit

Permanently
Incapacitated

Preservation
Age

Preserved
Benefit

Prescribed
Documents

Prescribed
Information

Product
Disclosure
Statement

Regulated

Superannuation

Fund

Regulator

Related Party

Relative

Any pension pavable by the Fund.

A Benefit payable pursuant to Rule 51.

In relation to a Member means a Member who has ceased to be
Gainfully Employed because of ill-health (whethér physical or mental)
where the Trustee is reasonably satisfied that that Member is unlikely,
because of the ill health, ever again to be Gainfully Employed in any
employment for which that Member is reasonably qualified by education,
training or experience.

Means:
(a) for a person born before 1 July 1960 — 55 years: or
(b) for a person born during the year 1 July 1960 to 30 June 1961 —
56 years; or
(c) for a person born during the year 1 July 1961 to 30 June 1962 —
57 years; or
(d) for a person born during the year 1 July 1962 to 30 June 1963 —
58 years; or
(e) for a person born during the year 1 July 1963 to 30 June 1964 —
59 years; or
(f)  for a person born after 30 June 1964 — 60 years.

A Benefit which Regulation 6.01 to the S7$ 47 states is a preserved
benefit.

Any documents that are prescribed documents for the purposes of the
Act

Any information which is prescribed information far the purposes of the
Act.

The product disclosure statement of which these Rules form part.

A superannuation fund that is a regulated superannuation fund as
defined within section 19 of the S/5 Ac#

The Commissioner of Taxation or any person or entity appointed to
regulate a self managed superannuation fund as defined in section 10(1)
of the 575 Act.

A person who is a related party as defined in section 10(1) of the 545
Act.

A person who is a relative as defined by section 17A (9) of the SIS Act.
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Release Request

Reserve

Responsible
Officer

Rules

Self Managed
Superannuation
Fund

Simple Pension
SIS Act

SIS Regulations

Specified Work
Test

Splittable
Contribution
Solvency

Plan

Spouse

Standard-
Employer-
Sponsor

Superannuation
Entity

A written notice provided by the Commissioner of Taxation authorising
the Member to withdraw monies from the Fund to pay Excess
Contributions Tax as referred to at Rule 25.

An amount as referred to at Rule 37.

(a) a director of a company, or
(b} a secretary of a company; or
(c) an executive officer of a company.

The rules of the Fund.

A fund that is a "self managed superannuation fund” as defined in
section 17A of the 5/5 4t

A Pension defined in requlation 6.01(1) of the S/8 Reguiztions.

The Supersnnuation inaustry (Supervision) Act 1993,

The Syperannuation naustry (Supervision) Regu/ations 1994,

Those conditions found in Part 6 of the 575 Aegu/ztions determining the

time at which a person must be paid a Benefit from the Fund.

An amount that has the meaning for the purposes of Part 6 of the S/5
ReGLiations,

A plan established for the purposes of Rule 44.

In refation to a person includes ancther person who, although not legally
married to the person, lives with the person on a genuine domestic basis

as the husband or wife of the person or such other person as the Act
may allow or determine,

A person who is a standard-emplioyer-sponsor as defined in section
16({2} of the 575 At

{a) a superannuation fund, or

(b) an approved deposit fund, or

{c) a pooled superannuation trust; or

(d} a life insurance company or similar entity,

whether such an entity is a resident or non - resident of Australia.
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Superannuation
Interest

Tax
Tax Act

Taxable
Component

Tax Free
Component

Temporarily
Incapacitated

Temporary
Incapacity
Benefit

Termination Date

Total Member
Entitlements

In relation to a Member means an interest in the Fund or such other
interest as defined in section 995-1(1) of the 7&x Act as determined by
the Trustee with reference to section 307-200 of the 72y Act and
relevant Regulations.

Any tax levied by any taxation law,

The frcome 73x Assessment Act 7997,

Has the meaning given by section 995-1(1) of the 7&zx 4t

Has the meaning given by section 995-1(1) of the 7ax 4ct:

In relation to a Member means a Member who has ceased to be gainfully
employed, including a member who has ceased temporarily to receive
any gain or reward under a continuing arrangement for the member to
be gainfully employed, because of ill-health (whether physical or
mental) but does not mean a Member who is Permanently
Incapacitated.

A non-commutable income stream payable pursuant to Rule 50,

The date on which the Fund terminates.

That amount equal to the total value of all Members’ Accounts.

Trustee A person or company appointed a trustee of the Fund under Rule 3.
Trustee

Meeting A meeting as referred to at Rule 7.1,
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