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CASE STUDY
Manual calculation of Unrealised gain/loss



Carisma Solutions confidential. Please do not distribute.

What is Unrealized Capital Gain/Loss?

■ Unrealized capital gains and losses refer to the increases or 
decreases in the value of an asset that has not yet been sold or 
disposed of. 

■ These gains or losses are "unrealized" because the asset is 
still held by the investor, and the potential gain or loss would 
only be realized when the asset is sold.
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Example:

Unrealized Capital Gain:

• Definition: When the market value of an asset held by the SMSF exceeds its purchase price (or 
cost base), an unrealized capital gain is recorded.

• Example: The SMSF purchased a property for $500,000, and now its market value has increased 
to $600,000. The unrealized capital gain is $100,000.

Unrealized Capital Gain:

• Definition: When the market value of an asset held by the SMSF exceeds its purchase price (or 
cost base), an unrealized capital gain is recorded.

• Example: The SMSF purchased a property for $500,000, and now its market value has increased 
to $600,000. The unrealized capital gain is $100,000.
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Tax Treatment of Unrealized Capital Gains

• Accumulation Phase: In this phase, an SMSF does not pay tax on 
unrealized capital gains. Instead, tax is applied when the asset is sold 
(realized gain). The tax rate for capital gains in the accumulation phase is 
typically 15%.

• Pension Phase: If the SMSF is paying a pension, unrealized capital gains 
are still not taxed unless the asset is sold. If the asset is sold while in the 
pension phase, capital gains are tax-free, provided the fund is paying a 
pension to members.
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Cost base calculation of unrealised capital gains:

■ The cost base of an asset is a critical component for calculating 
unrealized capital gains or losses. It represents the initial amount paid 
for the asset, plus certain additional costs associated with the 
acquisition and holding of the asset. This cost base is used to determine 
whether the SMSF has made a capital gain or capital loss when the 
asset is sold, even though unrealized capital gains or losses are not taxed 
until a sale occurs.
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Components of the Cost Base:

The cost base typically includes:

Purchase Price: The original price paid for the asset at the time of acquisition.

Acquisition Costs:

o Costs directly related to acquiring the asset, such as brokerage fees, stamp duty, 
legal fees, and valuation fees.

Cost of Improvements:

o For assets like real estate, costs for improvements or renovations made to enhance 
the asset's value can be added to the cost base. For example, the cost of significant 
renovations to a property held within the SMSF.
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Components of the Cost Base:

Holding Costs:

o These include ongoing costs that directly relate to holding the asset, like property taxes or 
insurance premiums. These generally do not increase the cost base, but some exceptions 
exist (e.g., for certain assets like real property, depending on tax treatment).

Selling Costs:

o When an asset is eventually sold, costs incurred to sell the asset can also be included in the 
cost base, such as brokerage fees and legal costs of selling the asset.

Capital Allowances:

o For assets eligible for depreciation (e.g., real property), the depreciation claimed may reduce 
the cost base of the asset
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Formula for Cost Base:

The formula for the cost base is:

■ Cost Base = Purchase Price + Acquisition Costs + 
Improvements + Other Allowable Costs
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Examples:
■ Unrealized Capital Gain:

•  Initial Purchase Price: The SMSF buys 1,000 shares in a company for $10 per share, so the total 
cost is $10,000.

• Brokerage Fee: There is a $100 fee for purchasing the shares.

• Total Cost Base: Initial Purchase Price + Brokerage Fee = 10,000 + 100 = 10,100

 If the shares appreciate to $15,000, the unrealized capital gain would be $4,900 ($15,000 sale 
price minus $10,100 cost base).
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Examples:
■ Unrealized Capital Loss:

❖ If the 10,000 shares in the company (with a cost base of $20,500) are now worth $18,000 (due to a 
decline in stock price), the unrealized capital loss would be:

Unrealized Capital Loss = Cost Base − Market Value = 20,500 − 18,000 = 2,500
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Scenario – Manual Calculation for cost base

The fund was managed by CARISMA until 30.06.2022, and FY 2023 was not 
handled by CARISMA. We were instructed to handle compliance for FY 2024. 
However, we do not have the opening balance for FY 2023, and we only have 
BGL details up to FY 2022.

The client has shared their completed financials for FY 2023 (handled outside of 
CARISMA). In the provided documents, there are no unrealized gains reports 
available. 
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Suggestions

■ We can request client to provide the unrealized gains report for FY2023.

■ If not available, we can do manual calculations based on the available 

information. The available BGL Reports are as follows:

1. General Ledger FY 2023

2. Unrealized Gains Report FY 2022

3. Realized Gains FY 2023

■ In this scenario, the client did not have the report.
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Process

■ We have a table/format to input the details from the reports and do the calculations.
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From the unrealized gains report for FY2022 we need to update the  purchase records for each 
investment.
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After this we need to enter the details of sales  using the realized capital gains report for 
FY2023 as per the correct purchase dates.

We have to update the net of  unrealized and realized columns in the  last column.
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Once, this is done, we must check the General ledger and update the details of any 
purchases in FY2023
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After updating this, we can see the total units and cost will match with that of investment 
summary.

Next step is to update calculated cost date wise in the software.
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While bringing in the cost for each date, we need to ensure that the purchase dates are 
correctly updated.
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Output
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So once the transactions are posted, the cost base will be correctly reflecting in the 
Unrealised capital gains reports  and will be matching to that of investment summary. 
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