INVESTING FOR CHILDREN
Looking for a sensible way to get your children
or grandchildren investing in Australian equities?
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Investing early for either your children or
grandchildren is a positive step towards them
understanding the sharemarket and the value
of investing over the long term.

Often parents and
grandparents are not only
looking for ways to help
children build a small nest
egg to assist them in the
future, but also to introduce
them to the merits of
investing for the long term.

In this context we are often asked
about how to buy shares in AFIC on
behalf of children or grandchildren.

AFIC shareholders
benefit from:

As Australia’s largest listed investment
company on the Australian Securities
Exchange (ASX), AFIC is a specialist
Australian equity portfolio manager.

• low-cost investing;

AFIC’s investment portfolio at
30 June 2018 was valued at more
than $7.4 billion (ASX Code: AFI) and
has been managing shareholders’
funds for 90 years.

• consistent investment returns
achieved over the long term;1
• professional management and
an experienced Board, investment
and management team;
• exposure to a diversified portfolio
of ASX-listed Australian equities;
• tax-effective income via fully
franked dividends;2 and
• ease of investing and transparent
ASX pricing.

1.	Past performance is not a reliable indicator of future performance.
2.	AFIC has a history of paying fully franked dividends.

Important Information
This information has been prepared by Australian Foundation Investment Company Limited (AFIC) (ABN 56 004 147 120) and is provided by
its subsidiary Australian Investment Company Services Limited, holder of Australian Financial Services Licence 303209 (Provider). To the extent
that this information includes any financial product advice, the advice is of a general nature only and does not take into account any individual’s
objectives, financial situation or particular needs. Before making an investment decision an individual should assess whether it meets their own
needs and consult an appropriately licensed financial adviser. The information contained in these materials have been prepared in good faith.
However, no warranty (express or implied) is made as to the accuracy, completeness or reliability of any statements, estimates or opinions
or other information contained in these materials (any of which may change without notice) and to the maximum extent permitted by law, the
Disclosers disclaim all liability and responsibility (including, without limitation, any liability arising from fault or negligence on the part of any or
all of the Disclosers) for any direct or indirect loss or damage which may be suffered by any recipient through relying on anything contained in
or omitted from these materials.
Neither AFIC nor the Provider nor any person or corporation associated with either of them guarantee, warrant or underwrite the value of an
investment in AFIC, its future performance or any particular return. Investment markets can be volatile and can rise and fall quickly, sometimes
significantly. Past performance is not necessarily indicative of future performance. All financial products issued by AFIC are traded on the
Australian Securities Exchange and may be purchased through a licensed broker. The Provider has issued a Financial Services Guide describing
its services and the basis for its remuneration, which can be viewed on AFIC’s website: afi.com.au. Nothing in this document purports to provide
any taxation or legal advice and should not be relied on as such. Before making an investment decision an individual should assess whether it
meets their own needs and consult a financial advisor.
© 2019 Australian Foundation Investment Company Limited.
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Investing for children
or grandchildren over
the long term

AFIC has an established track record
delivering value through different
economic cycles as demonstrated
by its share price performance over
the past 10 years.3
The chart to the right highlights
the return from $1,000 invested
10 years ago. This represents annual
compound growth of 6.5 per cent
per annum over the 10 years to
30 June 2018.4
AFIC’s investment objective is
to provide its shareholders with:
• an exposure to a high-quality
portfolio of ASX-listed Australian
companies;
• capital growth over the medium
to long term; and
• a growing stream of fully franked
dividends to provide real income
growth over time.
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There are many good
reasons to start investing
early. One of the main
reasons is that exposure
to Australian equities can
produce sound long-term
returns.

AFIC share price growth plus dividends

S&P/ASX 200 Accumulation Index

AFIC also provides its shareholders
with low-cost investing via a very low
management expense ratio. During
the financial year to 30 June 2018 this
was a low 0.14 per cent per annum
or 14 cents for every $100 invested.
The impact on investment returns
of lower fees relative to the higher
fees charged by other investment
providers can be significant as this
benefit compounds over the medium
to long term.

3. Past performance is not a reliable indicator of future performance.
4.	Calculation of returns takes into account the expenses charged by AFIC but excludes any other fees
such as brokerage.
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How do you invest?
Purchasing shares for minors;
what are some of the options?
When acquiring shares
on behalf of minors there
are a number of options,
which can have different
tax consequences for
the child.
We have illustrated some options
for your information below and
recommend that you seek your
own professional advice from a
qualified tax agent and/or solicitor
before you invest.

3. Purchasing as trustee of, say,
a discretionary family trust: If the
shares are purchased by the
trustee of a family trust, the legal
owner is the trustee on behalf of
the beneficial owner; being the
beneficiaries of the family trust.
The child in this case is a potential
beneficiary of the trust.
The simpliest option for registering
the shares is to use the name of
either the parents/grandparents with
an appropriate designation, such as:

1. Purchase in a child’s name: The
legal and beneficial owner of the
shares is the child.

Adult
Minor
John Alfred Smith Penny Smith A/C

2. Purchase in a child’s name with a
guardian or adult being registered
as the legal owner to assist with
administering the account on
behalf of the child.

While it is legally possible to register
the shares in the name of the
child, there may be difficulties in

administering the account through the
share registry, particularly for actioning
corporate activities such as new share
issues.
Investing in AFIC is relatively simple.
Shares in AFIC are traded on the
Australian Securities Exchange
in the same manner as any other
listed company. AFIC shares can be
purchased through any stockbroker.
The ASX code for AFIC is AFI.
AFIC does not charge any entry or
exit fees when shareholders acquire
or dispose of their holdings, nor
does it pay commissions. (Normal
transaction costs will be borne when
buying or selling the shares through
a stockbroker.)

Investing in shares
for your children
or grandchildren is
a straightforward
process and a great
long-term gift.
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Tax considerations
Taxation issues to consider for Australian
resident minors, parents and grandparents
The following information is of a
general nature only and does not
consider the personal circumstances
of any individuals. Accordingly, you
should seek your own independent
tax advice.
When investing for children or
grandchildren (minors) the tax
treatment of this investment is an
important consideration.
The taxing of children’s income can
be quite complex. Special taxation
rules apply to children under the age
of 18 (known as ‘minors’).

For all tax years, where the holding
is registered in the child’s name
a Tax File Number (TFN) for the
child can be obtained from the
Australian Taxation Office (ATO).
Where the child is under 16 years
old, the child’s parent or guardian
may apply for a TFN on the child’s
behalf. Where the child is 16 years
or older, the child should apply
for a TFN.
If a TFN is not provided, TFN
witholding tax will apply.
Range

Tax rates
(excluding
Medicare)

$0 – $416

Nil1

$417 – $1,307

Nil + 66% of the
excess over $416

Over $1,307

45% of the total
amount

Taking the options outlined previously:
1. Purchase in a child’s name: Any
unearned income of $416 or below
is tax free to the child. There is no
tax return required to be lodged
other than to obtain a refund of
any imputation credits that may be
attached to any dividend income
received. For any unearned
income exceeding $416, the
child’s income will be taxable.
Where a child’s unearned income
exceeds $1,307, all unearned
income is taxed at the highest
marginal rate of 45 per cent.
Detailed rates are below.
If the child is an Australian resident
taxpayer, he or she is likely to be
required to lodge a return for any
unearned income above $416.
Depending on the level of the
child’s income the Medicare levy
may also be payable. Note that the
Medicare levy has increased from
1.5% to 2.0% for income years
commencing after 1 July 2014.

1. R
 efer to the ATO website www.ato.gov.au
for details

2. Purchase in a child’s name with a
guardian or adult being registered:
If the money to buy the shares is
provided by a person other than
the child (e.g. by the parent or
a grandparent) and that person
makes all the decisions about
the shares and benefits from the
income and capital, then that
person is considered to be the
beneficial owner of the shares
and must declare all income and
capital gains or losses in their
own income tax return.
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If, however, the shareholding
is passive or a gift to the child
and the income and benefits are
clearly held on behalf of the child,
then the child can be deemed as
the beneficial owner. The parent
or grandparent is said to be
acting in a trustee capacity only.
In this instance, the tax and rates
described under option 1 would
apply to the child.
3. Purchase as trustee of, say, a
discretionary ‘family trust’: Each
year the trustee will generally make
a resolution which determines the
distribution of the trust’s income
to the beneficiaries. If a trust
distribution is made to a child
then the tax rates under option 1
may apply. As dividends on AFIC
shares are generally franked, the
child may obtain the benefit of
imputation credits.
Given that the information is of a
general nature and will be different
for your individual circumstances,
for further details on the exact tax
implications applicable to your
personal circumstances, please
seek your own independent tax
advice.
Information can also be obtained
from the Australian Taxation Office
website:
www.ato.gov.au/individuals
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Reinvesting dividends into
more shares
An easy way for
shareholders to grow
their investment in AFIC
over time is utilise their
entitlement to dividends.
Subject to the rules of the plans
set out below, shareholders are able
to use their entitlement to dividends
to grow their holding of AFIC shares
in one of two ways:
1. Dividend Reinvestment
Plan (DRP)
Under the DRP, you may elect
to have dividends on some or
all of your ordinary shares in
AFIC automatically reinvested in
additional AFIC ordinary shares
with no brokerage. These shares
are on occasion offered at a
discount. Australian resident
participants in the DRP should be
taxed on the basis they receive
the dividend with any imputation
credits or tax deductions in relation
to any LIC gains which would
ordinarily attach to the dividend,
and invest the net proceeds from
the dividend in the AFIC shares.

2. Dividend Substitution Share
Plan (DSSP)
Under the DSSP shareholders
receive ordinary AFIC shares,
based on the value of the dividend
forfeited, issued at a price
equivalent to that under the DRP.
However, with the DSSP, based on
the terms of the DSSP under which
the entitlement to the dividend is
forfeited, the dividend should not
be included in taxable income for
Australian resident capital account
investors. Furthermore, the new
shares are issued by the Company
for no consideration, although
having a market value based on
the number of shares issued.
As a result, AFIC believes that
for Australian resident capital
account investors the receipt of
such ‘bonus’ shares should not,
in general, be subject to Australian
income tax at the time the shares
are issued. However, in this
circumstance shareholders who
participate in the DSSP will not
benefit from imputation credits
or the LIC capital gains deduction
that are available to participants
in the DRP and to shareholders
who receive their dividends in cash.

3. Importantly, the outcome for
shareholders that participate in
the DSSP is that the cost base
of the existing shares is spread
across the existing shares and
the new shares issued under
the DSSP. The DSSP shares are
regarded as having been acquired
at the same time as the existing
participating shareholding.
Whilst AFIC is not in a position
to offer specific tax advice to
shareholders it has received a class
ruling from the ATO (CR 2012/10),
the DSSP is expected to appeal to
Australian resident shareholders who
are children that wish to accumulate
AFIC shares on capital account, and
be subject to tax on ultimate disposal
of the ‘bonus shares’ or existing
shares, rather than be taxed on
receipt of the dividend.

Provide a secure future
for your children or
grandchildren through
dividend reinvestment.
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Financial Services Guide

What is the Financial Services Guide?
This Financial Services Guide (FSG) is provided
by Australian Investment Company Services Limited
(AICS).
The FSG is an important document we are required
to give to you under the requirements of our Australian
Financial Services Licence.
It contains information about AICS to help you decide
whether to use the financial services we provide. It
also explains the financial services we are authorised
to provide, how we and any of our representatives are
remunerated, and includes details of our internal and
external complaints handling procedures and how
you can access them.

Who is AICS?
AICS is a 75 per cent owned subsidiary of Australian
Foundation Investment Company Limited (AFIC),
Australia’s largest LIC (ASX: AFI). Djerriwarrh
Investments Limited owns the remaining 25 per cent
(ASX: DJW).
AICS is based in Melbourne, Victoria, and its contact
details are:
Australian Investment Company Services Limited
Level 21, 101 Collins Street
Melbourne, Victoria 3000
Telephone (03) 9650 9911
Facsimile (03) 9650 9100

What financial services does AICS offer?
Under its Australian Financial Services Licence
303209, AICS is authorised to offer the following
financial services to retail and wholesale clients:
• Provide general financial product advice (general
advice) on securities, derivatives and interests in
managed investment schemes (excluding investor
directed portfolio services);
• Deal in securities and derivatives; and
• Underwrite an issue of securities.

AICS provides general financial product advice,
only in relation to the securities of the following listed
investment companies (LICs):
• Australian Foundation Investment Company Limited
(ASX Code: AFI).
• AMCIL Limited (ASX Code: AMH).
• Mirrabooka Investments Limited (ASX Code: MIR).
• Djerriwarrh Investments Limited (ASX Code: DJW).
Any of the listed investment companies may also
engage AICS to arrange for new offers of its securities.

Does AICS provide personal financial
advice?
No. AICS does not provide personal financial advice.
Any advice provided to you has been prepared
without taking into account your objectives, financial
situation or needs. You should therefore consider
the appropriateness of the advice in light of your
own objectives, financial situation or needs before
acting on the advice. If the advice is related to the
acquisition or possible acquisition of a particular
financial product from a product issuer, you should
obtain a copy of and consider the prospectus (or
other applicable disclosure document) for that product
before making any decision.

Compensation arrangements
AICS has in place professional indemnity insurance
suitable to its business. The insurance covers claims
in relation to the conduct of its employees, including
those who no longer work for AICS (but who did at
the time of the relevant conduct).

How will I pay for the service?
AICS will not charge you a fee or commission for any
general advice or information provided to you. If you
purchase any securities in relation to which AICS has
provided you with general advice, through a broker
or a licensed financial adviser, you may be required
to pay fees to those parties.

Australian Investment Company Services Limited ABN 40 117 732 635 AFSL 303209
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Financial Services Guide continued

How are AICS and its representative paid?
AICS provides administrative and financial services
to each LIC listed above. Under this arrangement the
LIC reimburses AICS all costs incurred in providing
those services, including costs incurred in providing
general advice in relation to the LIC’s securities.

2. If an issue has not been resolved to your
satisfaction, you can lodge a complaint with
the Australian Financial Complaints Authority,
or AFCA. AFCA provides fair and independent
financial services complaint resolution that
is free to consumers.
Website

www.afca.org.au

Reimbursement of costs is not linked to the outcome
of any general advice provided by AICS through its
representatives. AICS’s representatives are not paid
any commission by AICS nor by any LIC for providing
general advice on securities.

Email

info@afca.org.au

All employees of AICS are paid an annual salary
by AICS. From time to time employees are offered
incentive plans, which may include shares in the LICs
and payment of bonuses, depending on the LICs’
overall financial performance.

AICS is a member of this scheme.

Representatives of AICS hold directly or indirectly
securities in some or all of the LICs.

What should you do if you have a
complaint?

Telephone 1800 931 678 (free call)
In writing to: Australian Financial Complaints
Authority, GPO Box 3, Melbourne Victoria 3001.

The Australian Securities and Investments
Commission also has an infoline, on
1300 300 630, which you may use to make
a complaint and obtain information about
your rights.

Enquiries
For further enquiries please contact:

If you have a complaint about the service provided
to you, you should take the following steps:

Geoff Driver, General Manager, Business
Development and Investor Relations, Australian
Investment Company Services Limited.

1. Contact:

Telephone (03) 9225 2102

Australian Investment Company Services Limited
The Complaints Officer on:
(03) 9650 9911
Alternatively, you can put your complaint in writing
and forward it to:
The Complaints Officer Australian Investment
Company Services Limited
Level 21, 101 Collins Street
Melbourne Victoria 3000

Australian Investment Company Services Limited ABN 40 117 732 635 AFSL 303209
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Additional details

Risks of investing in AFIC

Management expense ratio

AFIC’s shares are listed on the
Australian Securities Exchange.

The management expense ratio
(MER) represents the fees charged
to investors for running AFIC
(e.g. investment, management,
administration costs) as a proportion
of AFIC’s average portfolio value
over each financial year.

Investment markets can be volatile
and share prices can rise and fall
quickly, sometimes significantly.
Independent research on AFIC
is available on the Independent
Investment Research website:
www.independentresearch.com.au
and AFIC’s website:
www.afi.com.au

This expense is calculated annually
and may vary from year to year. For
the financial year to 30 June 2018,
AFIC’s management expense ratio
was 0.14 per cent.5 The management
fee is paid out of the portfolio and
is not charged to shareholders as a
separate fee. AFIC has no additional
management or performance fees
charged to shareholders.

5.	The MER can fluctuate over time. For the financial years 30 June 2016 and 30 June 2017
the MER was 0.16 per cent and 0.14 per cent.
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Key information

Australian Foundation
Investment Company
Limited
ABN 56 004 147 120

Directors
John Paterson, Chairman
Mark Freeman, Managing Director
Ross E Barker
Graeme R Liebelt
David A Peever
Catherine M Walter AM
Peter J Williams

AFIC registered office
Level 21
101 Collins Street
Melbourne Victoria 3000

AFIC mailing address
Mail
Level 21
		
101 Collins Street
		
Melbourne Victoria 3000
Telephone (03) 9650 9911
Facsimile (03) 9650 9100
Email
invest@afi.com.au
Website www.afi.com.au

Enquiries
Geoff Driver, General Manager,
Business Development and Investor
Relations.

Shareholder enquiries
For all enquiries relating to your
shareholdings, dividends and related
matters, please contact the share registry
in your country.

Share register
Computershare Investor Services Limited
Yarra Falls
452 Johnston Street
Abbotsford VIC 3067

Shareholder enquiry lines
Australia 1300 662 270
NZ
0800 333 501
Overseas +61 3 9415 4373
Facsimile 03 9473 2500
Website	www.investorcentre.com/contact
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