Schroders

FAQs on Schroders’ distribution policy under
the AMIT regime

This FAQ explains Schroders’ distribution policy as it operates today under the AMIT regime and is intended to
help investors understand how the policy works in practice. It outlines the current AMIT framework, how
differences between cash distributions and attributed taxable income are treated, and what this may mean
for fund performance, tax outcomes and investor reporting. It also includes worked examples to illustrate
how AMIT cost base adjustments operate in different scenarios.

What is the AMIT regime?

The Attribution Managed Investment Trust (AMIT) regime is the current Australian tax framework for eligible
managed investment trusts. It allows a fund'’s taxable income to be attributed to investors on a fair and
reasonable basis, while cash distributions paid during the year may differ from the taxable income attributed for
tax purposes. This does not of itself create an adverse tax outcome, because investors are generally taxed on the
taxable income attributed to them and cost base adjustments may apply. For fund managers, the regime provides
flexibility in setting cash distribution rates. For investors, it can provide greater certainty and predictability of cash
distributions.

Schroders’ distribution policy under the AMIT regime

Schroder Investment Management Australia Limited has elected into the AMIT regime across its funds where they
are eligible and uses a distribution policy designed to provide investors with greater certainty and predictability of
cash distributions (subject to market conditions). The policy aims:

- To give us the ability to provide guidance on intended future distributions. This gives investors the
opportunity to more effectively budget and plan for their income requirements from investments in
Schroders' funds.

- Toremoveyear end processing delays. This allows investors to continue to make transactions in our
funds during this period without disruption.

Does the distribution policy affect a fund’s performance?

The distribution policy does not affect a fund’s overall performance. A fund’s total return is made up of its ‘Growth’
return (the change in the value of the fund’s underlying assets) and its ‘Distribution’ return (the amounts paid by the
fund to unitholders as distributions). Schroders’ distribution policy simply sets out the anticipated distribution
component.

Does the distribution policy affect the way investors are taxed?

Schroders’ distribution policy does not change the way a fund’s taxable income is determined. Under the AMIT
regime, investors are generally taxed on the taxable income attributed to them, and cost base adjustments may
apply where cash distributions differ from attributed taxable income. For a fund that is an AMIT:

- Investors pay tax on the taxable income that is attributed to them on a ‘fair and reasonable’ basis by the fund.
Non-resident investors or resident investors who have not supplied a TFN/ABN may have withholding tax
deducted based on the taxable income that is attributed to them.

- The cost base of units increases to the extent that the taxable income attributed exceeds the cash distributions
paid. Conversely, the cost base of units decreases to the extent that cash distributions paid exceed the amount of
taxable income that is attributed.
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The net result is generally that, on a full realisation basis and ignoring investor-specific circumstances, investors are
not disadvantaged merely because cash distributions differ from attributed taxable income.

The examples below illustrate how the AMIT regime operates where cash distributions paid differ from, or are
equal to, the taxable income attributed to investors. The examples are based on a unit in a fund with a market

value of $2.40 comprising taxable income of $0.80 and a cost base of $1.60.

Why are AMIT cost base adjustments applied?

Under the AMIT regime, the cash distribution paid to investors does not always have to equal the taxable income
attributed to them for tax purposes. Where those amounts do not match, it can result in a shortfall or excess cash

payment.

A shortfall arises where the cash distribution paid is less than the taxable income attributed. In that case,

the difference is generally added to the cost base of the investor’s units. This helps ensure the investor is not

taxed twice on that amount if they later sell their investment.

An excess arises where the cash distribution paid is greater than the taxable income attributed. In that case,

the difference generally reduces the cost base of the investor’s units. This helps ensure the investor does

not receive a double tax benefit on that amount.

Because taxable income is only finally determined after the end of the financial year, any difference between the

cash distributions paid during the year and the taxable income ultimately attributed to investors is effectively

reconciled after year end. This adjustment does not usually involve an additional cash payment to, or repayment

by, the investor. Instead, the difference is generally reflected through an AMIT cost base adjustment, which is

reported in the investor's AMMA statement.

In simple terms, where the amount of cash paid does not match the taxable income attributed, the difference is
generally dealt with through a cost base adjustment rather than by changing the amount on which the investor is

taxed. The examples below show how this works in practice.

Example 1:
Where cash distribution equals attributed taxable income.
Cash decoupled

from taxable
income

Pre-distribution

Market value = taxable
income + cost base

Fund pays cash
distribution =
taxable income

Cost base = $1.60
(no cost base adjustment)

Taxable/realised
income

$0.80

No cost
base adjustment

Cost b Cost base
Market value ost base post distribution
of unit $1.60 $1.60

$2.40
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Post distribution

No gain or loss on sale
as market value
= Cost base

No gain or loss
on sale

Market value of
unit post distribution

$1.60 ($2.40 -$0.80)

Investors pay tax
based on the
taxable income
attributed of
$0.80.

There is no
gain or loss on
sale of the
investment as
the market
value of the
unit post
distribution
equals the cost
base.



Example 2:
Where the cash distribution paid is less than the taxable income attributed.
Cash decoupled

from taxable
income

Pre-distribution Post distribution

Taxable exceeds cash
= Cost base
increase - $0.40

o gain or loss
on sale as market
value = Cost base

Fund pays cash
distribution <
taxable income

Market value = taxable

Cost base = $2.00

income + cost base ($1.60 + $0.40)

Adjusted No gain/loss
Taxable/realised cost base on sale
income
$0.80 AMIT cost base

increase
$0.40 ($0.80 -$0.40)

New cost base

after AMIT
adjustments
Market value Cost base $2.00 ($1.60 + $0.40)
of unit $1.60
$2.40

Example 3:

Where the cash distribution paid is greater than the taxable income attributed.

Cash decoupled
from taxable
income

Pre-distribution Post distribution

Market value = taxable F:".ng f;)a{s. cas>h
income + cost base ISEhroTion
taxable income

Taxable/realised

O st base -y Costbase=s120 1\ nOfTR T
decrease - $0.40 : 4 value = Cost base
income

$0.80 Adjusted No gain/loss
cost base on sale

AMIT cost
base decrease

$0.40 ($1.20 -$0.80)

Cost base
of unit $1.60
$2.40

Market value New cost base

after AMIT

adjustments
$1.20 ($1.60 - $0.40)

What are unders and overs under the AMIT regime?

Investors pay tax
based on the
taxable income
attributed of
$0.80 even
though a cash
distribution of
$0.40 was made.

An AMIT cost
base increase of
$0.40 under the
AMIT regime
means there is
no gain or loss
on sale of the
investment as
the market value
of the unit post
distribution
equals the cost
base.

Investors pay tax
based on the
taxable income
attributed of
$0.80 even
though a cash
distribution of
$1.20 was made.

An AMIT cost
base decrease of
$0.40 under the
AMIT regime
means there is
no gain or loss
on sale of the
investment as
the market value
of the unit post
distribution
equals the cost
base.

Unders and overs arise because a trust’s final taxable income is often not known at the time investor reporting
must be completed. Trustees may need to estimate amounts using incomplete or interim information, and later

revisions can be required once final calculations are available.

For AMITs, these differences are called unders and overs and are generally dealt with in the year they are

identified (the discovery year), rather than by reopening the earlier year to which they relate (the base year). An
under occurs where an amount of a particular tax character was understated, and an over occurs where it was
overstated. When this happens, the trustee can either correct the amount in the discovery year by adjusting the
relevant trust component or, revise the base year and reissue AMMA statements for that earlier year. If the trustee
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revises a prior year, investors may need to use the revised AMMA statement to amend or complete their tax return

for that year.

Will cash distributions always be sufficient to meet tax liabilities?

Cash distributions made under Schroders’ distribution policy may not always be sufficient for investors to meet tax
liabilities arising from the taxable income attributed to them. If there is a shortfall, unitholders may be able to
redeem part of their investment to meet their tax obligations, subject to the fund terms and prevailing
circumstances. As illustrated above, on a full realisation basis and ignoring investor-specific circumstances,
investors are generally not disadvantaged merely because cash distributions differ from attributed taxable

income.

Do investors still receive tax statements?

Investors will receive an Attribution Managed Investment Trust Member Annual (AMMA) statement instead of an
annual tax statement. The AMMA statement contains the information investors need to complete their income tax

returns.

Important information: This document is issued by
Schroder Investment Management Australia Limited
(ABN 22 000 443 274, AFSL 226473) (Schroders).

This document does not contain and should not be
taken as containing any financial product advice or
financial product recommendations. This document
does not take into consideration any recipient’s
objectives, financial situation or needs. Before making
any decision relating to a Schroders fund, you should
obtain and read a copy of the product disclosure
statement available at www.schroders.com.au or other
relevant disclosure document for that fund and consider
the appropriateness of the fund to your objectives,
financial situation and needs. You should also refer to
the target market determination for the fund at
www.schroders.com.au. All investments carry risk, and
the repayment of capital and performance in any of the
funds named in this document are not guaranteed by
Schroders or any company in the Schroders Group. The
material contained in this document is not intended to
provide, and should not be relied on for accounting,
legal or tax advice.
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Schroders does not give any warranty as to the
accuracy, reliability or completeness of information
which is contained in this document. To the maximum
extent permitted by law, Schroders, every company in
the Schroders plc group, and their respective directors,
officers, employees, consultants and agents exclude all
liability (however arising) for any direct or indirect loss
or damage that may be suffered by the recipient or any
other person in connection with this document.

Opinions, estimates and projections contained in this
document reflect the opinions of the authors as at the
date of this document and are subject to change without
notice. “Forward-looking” information, such as forecasts
or projections, are not guarantees of any future
performance and there is no assurance that any forecast
or projection will be realised. Past performance is not a
reliable indicator of future performance. All references
to securities, sectors, regions and/or countries are made
for illustrative purposes only and are not to be
construed as recommendations to buy, sell or hold.

Telephone calls and other electronic communications
with Schroders representatives may be recorded for
training and security purposes.


http://www.schroders.com.au/
http://www.schroders.com.au/
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