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Please Note: While we try to provide you with the solution you need, we can’t promise that the information set out below is
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Processing a Corporate Spin-Off that is
partially funded with a Dividend

A Corporate Spin-Off is a term used when one public company chooses to create a new
public company from some of its own assets.

The effect of creating a new company from an existing company is to reduce the value of
the original company by an amount equal to the value of the new company. The total
value of the two entities after the spin-off is equal to the value of the original company
before the spin-off.

Quicken/ReckonAccounts Personal has a transaction option “Corporate Securities Spin-
Off” that handles the issues involved with this process. In essence, the shareholder
receives a capital return from the original company but those funds are applied to the
acquisition of the new company.

The shareholder maintains the same number of shares in the original company and
acquires shares in the new company at a rate specified by the original company, such
as:
for every x number of shares in the original company 1 share in the new
company.

Usually the market price of the original company share will adjust in line with the
reduction in assets of the original company. The starting value (issue price) of the new
company share will be determined beforehand and notified to the shareholder. Its
subsequent market price will fluctuate on a day by day basis.

Corporations do seek innovative ways to carry out basic transactions and corporate spin-
offs may involve more than just a transfer of assets. This note will consider a corporate
spin-off that is funded by a capital reduction of the original company plus a special
dividend so that the total value of the original company and the new company is greater
than the value of the original company before the spin-off. The “Corporate Securities
Spin-Off” function cannot handle this situation.

Quick Guide:
1. Accept the capital return for the capital component of the spin-off;
2. Accept the dividend associated with the spin-off;

3. Buy shares in the new corporation at the issue price advised.
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Detailed Instructions:

All details required will be provided to you from the company. Basic information you will
need are:

1. The date of the spin-off.
The number of shares in the new corporation you are entitled to;
The Capital Return component of the spin-off;

Dividend component of the spin-off and the Franked amount;
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The issue price for the new corporation;

We will use the Woolworths spin-off of SCA Property Group as an example. The basic
information is:

1. Spin-off date: 26 November 2012

2. 1 share of SCA Property Group for every 5 Woolworths shares. Current
Woolworths shareholding is 1,000, acquired at $28.50 per share. Entitlement to
new corporation: 200 shares

3. Capital Return component: 72.99279 cents per 5 Woolworths shares (or
14.598558 cents/share). For 200 shares this amounts to $145.98.
Shareholders should check with their Accountants for any Capital Gains Tax
implications of this transaction.

4. Dividend component: 70.97721 cents per 5 Woolworths shares (or 14.195442
cents/share) fully franked. This amount must be included in the shareholder’s
assessable income. There will be an imputation credit to offset the tax liability.
For 200 shares this amounts to a dividend of $141.96 and an Imputation Credit
of $60.84.

5. Issue price: $1.4397

Note: prices are for illustrative purposes. Please refer to your statement from
Woolworths for applicable prices.

Step 1: Accept the Capital Return
1. Investing Account > Enter Transactions > Return of Capital

2. Complete the form and click on Enter/Done

B Return of Capital - I&

Enter transaction:  [Return of Capital j Enter the return of capital [as from a managed fund or
mortgage-backed zecurity].

Return of Capital:

Transaction date:  [26/11/2012 ] Security name: Maalwarths E
Account: | Brokerage J Arnaunt; 145 98 =

Transfer account; Izl arket value: :

Mema: [if different from cozt baziz - optional)

|H eturn of Capital re SCA Property Group spinof]




Step2: Accept the Dividend

1. Investing Account > Enter Transactions > Record an Income Event

2. Complete the form and click on Enter/Done

-
B Edit Record an Income Event - — — S

Enter tranzaction:  |Record an lncone Evert

_:! Fecord an Income Event - Dividend Imputation.

Record an Income Event:

Tranzaction date: @1 1/2012 [
Account; I Brokerage ¥ i

Tranzfer account; | E‘

|

Security name: l"vb‘l:u:nlworths

nfranked Dividend: =
TFM Amounts Deducted: E

emo:
|Divident component SCA Property Group spinaff

LCateqary for Mizcellaneous:

[Frequires Misc At D

Franked Dividend: 141.95 =
Irputation Credit: 60.24 =

Interest/Coupon: =
Fund/Trust Distibution: E
Miscellansous: &

Tatal proceeds: 141.96

@ | Cancel | | Clear

| Enter/Done |

Step 3: Purchase shares in the new corporation

1. Investing Account > Enter Transactions > Record an Income Event

2. Complete the form and click on Enter/Done
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B Buy - Shares Bought - - —— —— "

Enter ranzaction:  |Buy - Shares Bought _v] Enter the purchase of shares of a zecunty [sublract the cost
from my cazh balance).

Buy - Shares Bought:

Tramzaction date:  [26417/2002 | Security name: |SEA Property Group E

Accaunt: IBrokerage _vI MNurnber of shares: |2DE|

Price paid: |'| 4397 per thare

Mema: Comrmission, r =]
GST on Commissian: ’DDD— =]

— Use cash for this transaction Nemreiamable: Lt [:]
& From this account's cash balance Claimable: 0.00 [:]
) From _'I Starnp Duty: ’EIEIEI— =]

Tatal cost: 287.94 [j

Currency exchange rate
" Exchange rate on 26/11/201 2=1.00000

@ Set rate for this ransaction |'| 00000

@ | Cancel | | Clear |_ Enter/New | | Enter/Dgne |

Your Transaction List for Woolworths and SCA Property Group will look like:

I File Edit Tools Online CashFlow Business Investing Property & Debt Planning Tax Reports Help
. = = - S Q)
é E‘\/ *"_I 12 | E‘.) v Searchp ~

T

Home | Personal Cash Flow | Business \{ Investing N Property and Debt “{_ Financial Overview

|r Accounts ¥ ” B~ | Brokerage _Cﬂ To Investing Centre ~ Overview - Performance & Analysis Transactions  (2) 5
| Enter Transactions | | Set Up Download & | (’-‘) How Do I
Transaction List

Date & | Action | security | Description [ Inv Amt | Cash Amt | Cash Bl |

29/08/2010 Withdraw Opening Cas... Opening Cash Balance 0.00

1/09/2010 BoughtX Woolworths 1,000 shares of Woolworths @ AUS28. 50 +28,500.00 Transfer 0.00

26(11/2012 RirnCap Woolworths +145.98 +145.98 145.98

26112012 Div Woolworths +141.96 287.94

26112012 MiscIncX Woolworths Imputation Woolworths AUSS0.84 Transfer 287.94

26(11/2012 Bought SCA Propert... 200 shares of SCA Property Group @ AU$1.4337 +287.94 -287.94 0.00

| [~1 soo1/2013 [F5 Acion

Securities Value: AUS28,737.94 Cash Balance: AlJE0.00
Total Market Value: AUS28,787.94

Download Transacti [ Scheduled Bills & Deposits (0 Due) | E

| Set Up Download & |




Reckon / i o A

The Overview of your Investment Account will appear like:

IEile Edit Tools Online CashFlow Business Investing Property & Debt  Planning Tax Reports Help

- . : -
« & 4 %7 o search | A9
[ Home | Personal Cash Flow | Business \{ Investing N Property and Debt {_ Financial Overview
|’ Accounts ¥ || @) Y\| Brokerage <7 Tolnvesting Centre = Overview Performance & Analysis ~ Transactions @
| Enter Transactions | | Set Up Download & | (’) How Do I
-
Holdings | Options v
Show: i v’ asof: [9/01/2013 [ E
Day
Market Gain/Loss Day Day Change
Name Quote/Price Shares Value Cost Basis GainLoss (%) Gainfloss  Change (%)
SCA Property Group 2=t 41,4397 200 237.94 287.94 0.00 0.00 0.00
Woalworths 25t 23,50 1,000  28,500.00 28,354.02 145,93 0.51 0.00
Totals in Australian Dollar 28,787.94 28,641.96 145.98 0.51 0.00
US quotes by Comstock, delayed at least 20 minutes. Australian & MZ quotes EOD. Updated 30/02/2012 at 2:58 pm local time. US histarical quotes by lverson. MEA signifies data currently unavailable in feed.
| Download Historical Prices |
Account Attributes options v | | Account Status Options v |~

Note that the:

1. Cost Base of Woolworths shares is no longer $28,500.00 but $145.98 less at
$28,354.02, reflecting the Capital Return.

2. Total Cost Base of both shares is no longer $28,500.00 but $141.96 higher at
$28,641.96 reflecting the dividend income used to acquire the new shares.

number of shares for Woolworths has not changed from 1,000.

4. number of shares in SCA Property Group is 200 - 1 share for every 5 Woolworths
shares.

Your Investment Income Report should appear like this:
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| B Investment Income : -_
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|| Delete  ExportDataw Preferences @ How Do I?
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History Print Save Report Find & Replace Customise

Date range: IYeartodate v[ | Subtota!b}':|Don'tsubtotal vl

1/07/2012 through 9/01/2013 (in Australian Dollars)

Category Description

INCOME
_DivInc
_DivIncFranked
_ImpInc
TOTAL _DivInc
TOTAL INCOME

EXPENSES
Uncategorised
TOTAL EXPENSES

TRANSFERS
TO Imputation Credit
TOTAL TRANSFERS

OVERALL TOTAL

Entries for missing data are used in these calculations. Show me.

For information concerning the SCA Property Group spinoff see:

1. Woolworths website:

http://www.woolworthslimited.com.au/page/Invest In Us/Shareholder Centre/C
reation of SCA/FAQs/

2. ATO Ruling:

http://law.ato.gov.au/atolaw/view.htm?docid=%22CLR%2FCR2012121%2FNAT
%2FATO%2F00001%22




