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21 September 2021

Mr Tom Test 
Po Box 222
Sydney NSW 2000 




Dear Tom,

Record of Advice


We have recently been aware the Commonwealth Bank of Australia (CBA) has announced it is undertaking a $6.1 billion off-market share buyback and offering shareholders (as at 18 August 2021) the opportunity to participate.

The buy-back will then open for participation up until the 1 October 2021. We need your response to this ROA by 29th September 2021 please.

The offer is to buy your CBA shares back off you at a discount to the market price (see below for more information about the discount).  The incentive to sell your shares at a lower price than the current market price, is that of the price you would receive, $21.66 per share is a “capital” component with the balance being a fully franked dividend. 

While the majority of the price received for your shares will be a dividend attracting significant franking credits, the transaction may also create a capital loss which can be used to offset capital gains you may have, or think you may create, on the sale of other investments in this 2021/22 or future financial years. 

For CBA shareholders on the lowest tax rate (Superannuation Pensioners or those on a 0% tax rate) or for those who have a Personal Superannuation or SMSF (either 15% or 0% tax rate) this could be worth considering.  

If you sell your shares, but ultimately wanted to maintain your holding of CBA long term, you would need to re-buy them on market, which would incur a brokerage trading cost. We can arrange for this to occur on your behalf by the way. 

Our recommendations are detailed for you within the enclosed Record of Advice.

As always, if you have any questions please don’t hesitate to contact me.

Yours sincerely,

<Adviser Name>
Adviser Title etc

Tailor Alert:
You can either print the ROA on your letterhead or copy and paste to an electronic letterhead (and delete the header and footer on this page) OR insert your CAR/business logo in the header and update the details in the footer.







Record of Advice






Written for					
Mr Tom Test 

Date
21 September 2021

Adviser
<Adviser name>

Authorised Representative (No. AR number) 
Integrity Financial Planners Pty Ltd
AFSL No. 225051 | ACN 069 537 855 | www.iplan.com.au





Record of Advice
This Record of Advice includes our recommendations regarding  the offer to buy back your CBA shares. It relates only to your situation and is based upon our understanding that there have been no material changes in your circumstances, needs, goals or objectives.

Because it builds upon advice that we have provided to you previously, it should be read in conjunction with the Statement of Advice you received from us dated DD/MM/YYYY. If you cannot locate this advice, or if you have any questions about it, we would be happy to provide you with a copy free of charge, and to discuss it with you.


Our advice
Buy Back Offer

Offer Summary 
 
Buy-Back Total:   		Up to $6.1 billion 
 
Tender Price: 	A discount to the volume weighted average price of CBA shares traded on the ASX over the 5-day period up to and including the closing date. 
 
Discount Range: 		10% - 14% 
 
Capital Component of  
the Buy-Back Price: 		$21.66 
 
Dividend Component of  
the Buy-Back Price: 	The Buy-Back price less the Capital Component above (see example following) 
 
Proceeds from the Share Buy Back will be paid out to your account on or after the 8th October 2021. 

Details 
 
Your current portfolio is detailed below: 
;---
Insert table of Portfolio


Buy Back Discount 
The Buy-Back will be conducted through a tender process. Eligible Shareholders who choose to participate can offer to sell some or all of their Shares to CBA: 

· at a discount between 10% to 14% of the Market Price. The Market Price will be determined based on the average price across the 5 trading days prior to the close of trading on Friday 1st October 2021; 
· at the Buy-Back Price, which is an election to sell your Shares at the discounted price determined by CBA following completion of the tender process (discount to be applied will not be greater than 14%); or 
· you can also nominate a Minimum Price below which you are not willing to sell any of your Shares. 
[image: ] 
Your Options 
· Keep your CBA shares,  OR 
· Participate in the Buy-Back, with all or part of your holding. 


Our Recommendation

Having considered your needs and the available research, we recommend you to fully participate in the CBA share buy back. If you accept this recommendation, the following changes will be made to your portfolio:

	Owner
	Investment
	Code
	Buy 
	Sell 
	%
	Amount

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Total:
	
	



We anticipate that in the normal course of market events, your portfolio may change in value before we implement these recommendations. If that is the case our recommendations will be implemented in the proportions shown above.

Our reasons for this advice
As your adviser, we have analysed the offer taking account of your personal circumstances, aims and goals and have arrived at our recommendation for you individually.  

TAILOR ALERT: (Adviser’s must indicate below why the offer is in the clients best interests; please delete the least favoured option below).

· As you are in Pension phase and your holding attracts a 0% Tax Rate, the CBA Buy Back Offer is extremely tax effective offer for you,  and / or
· The offer represents a great opportunity for you to tax effectively reduce your overweight holding in CBA.
 
As you may gather from the above, Share Buy Backs in general, are a favourable action for those clients in a low marginal tax bracket such as yourself (i.e. pensioners, superannuation pension and to a lesser degree super accumulation investors).  Participants receive a large fully franked dividend (attached imputation credits are then claimed at tax time) whilst also being able to divest of a share for little or no capital gain (dependent on purchase price and date of purchase). 

[image: ]Based on similar recent buy-backs, we expect that the buy-back will be heavily oversubscribed and thus investors would be likely subject to potentially large scale-back. If you own less than 100 shares you must offer them ALL to be bought back by CBA. If you own more than 100 shares, you must offer to sell at least 100 shares in the buy back, as we have detailed in our recommendation to you. 

We have analysed the value of the buy-back for those with a 0% tax rate using a market price of $100 per share and assuming the maximum 14% discount applies, this equates to a $86 buy-back price. With the capital component being $21.66, the other $64.34 would represent a fully franked dividend, which would have a $27.57 per share franking credit attached. For a tax-exempt Australian investor, we estimate the buy-back at a 14% discount would be worth approximately $113.57 (disregarding the time value of money), representing about $13.57 per share benefit or 13.57% more than the illustration market price of $100. 

Using these assumptions, if you sold xxx shares in the buy-back as opposed to on market, that had an assumed cost base of $40.00 per share: 

· 0% tax rate: $13.57 per share or $4,071 BETTER OFF. 
Brokerage to buy-back the 300 shares would reduce the gain. The capital loss may not be useful if you have a super fund 100% in “pension mode” or have 0% personal tax rate. 

· At 15% tax rate: $0.21 per share or $63 BETTER OFF. 
This assumes you are also able to use the capital loss to offset capital gains in the current financial year. Brokerage to buy-back the 300 shares would be an additional cost. 

If you were planning to sell the shares on market for $100 anyway, then you would be a further $6 per share better off utilising the buy-back as opposed to selling on-market for $100 given the franking credit benefit. 

Note 

· The 15% tax rate applies to a super fund which is NOT paying pensions to the members of the fund. 
· The 0% tax rate applies to funds that ARE in “full pension phase” – subject to $1.7m pension caps. 
· If gains are made on assets held less than 12 months and the capital losses are used, the tax benefit of the losses would be greater. 

PLEASE NOTE: The price you receive is unknown at the time you complete your form.  

You can Re-Purchase CBA Shares offered in the Buy-Back at any time (after or before the Buy-Back occurs. 

PLEASE DISCUSS THE APPROPRIATENESS OF THIS ACTION DIRECTLY WITH YOUR ADVISER.

You should note that if you chose to re-purchase the shares, post the completion of the Buy – Back transaction date (Oct 8th 2021) brokerage would be an additional cost. You would however have the benefit of a higher cost base carried forward. If you choose to re-purchase, you may be better or worse off depending on movement in the share price at the time of re-purchase.


OR IF THE ADVICE IS NOT TO PARTICIPATE

We have considered your position and are recommending you that you do NOT participate in the CBA share buy back. This is because:

· The offer is not tax advantageous given your current circumstances.

As an example of how we have arrived at our recommendation for you, we offer the following:

Individual investors with a tax rate of 19% + Medicare levy (21%) are generally worse off. 
Please Note: Naturally if you have more or less shares, or CBA scale back the buy-back more or less than expected, this would vary the outcome to you. 
[image: ] 
Please Respond to our Recommendation No Later Than Wednesday 29th September 2021 so we may Process (or not) the Transaction on Your Behalf. 
 
PLEASE NOTE: 
 
IF YOU HAVE RECEIVED THE CBA PAPERWORK DIRECTLY PLEASE COMPLETE AND POST BACK THE TENDER FORM. 
 
OR COMPLETE YOUR INSTRUCTIONS ON LINE. 

Tailor Alert:
Please review the above and amend as necessary. This section should tell the story about why you are now providing this advice to the client ie did the client discuss this with you; is this part of your review for the client etc.

Things you should consider before taking this advice
· Whilst the underlying costs of the investments have not changed, the reweighting of your portfolio would mean that the overall ongoing cost incurred for managing your portfolio will increase / decrease to XX%. Based on the current balance of your portfolio this would mean an increase / decrease of approximately $XX per annum. This amount is not debited directly from your portfolio, it is deducted by fund managers prior to the distribution of returns.
· Adjusting your existing investments in this way will change the overall asset allocation of your portfolio. As we have increased / decreased the amount of your portfolio which is held in long term growth-oriented assets, we would expect a corresponding increase / decrease in the volatility of short term returns, but an overall increase / decrease in performance over the medium to long term.
· We estimate that you will realise a capital gain/loss of $XXX by implementing these recommendations, this may have capital gains tax implications for you. While capital gains are taxed at a concessional rate within the superannuation environment, we would encourage you to speak to your accountant or tax agent about how this may affect you. 
· The most important factor in the formation of our investment recommendations is that your investment portfolio remains appropriate to your needs and stated investment objectives.

Tailor Alert:
Please review the above and amend as necessary.



Things you should know about this advice
In providing this advice we understand that your needs, objectives and circumstances, as set out in the previous Statement of Advice dated DD/MM/YYYY, have not materially changed. If there have been any changes, which you believe may be important, please do not act on this advice but contact us at your earliest convenience so that we may review the recommendations to ensure they continue to be appropriate for you.

Our recommendations might be impacted by any changes in the economic or legislative environment. We generally consider that they can be relied upon for 30 days only.

Fees and Charges
There are no Upfront Fee’s to be charged by CBA, Integrity One or Netwealth if we transact on the action on your behalf.

Therefore, If you go ahead with our recommendations, you will incur the following upfront costs:
· You will incur entry fees of $0 / 0% (of the invested amount).
· You will incur brokerage of $0 / 0% (of the trade value of listed securities).
· You will incur transaction fees of $0 / 0% (per transaction).
· You will incur Buy / Sell costs - this is the difference in unit prices for purchase and exit transactions. 

If you go ahead with our recommendations, we estimate that your ongoing costs will be impacted as follows:
· Your total annual portfolio administration fees will increase/decrease by $XXXX to $XXXX per annum.
· Your total portfolio management fees will increase/decrease by $XXXX to $XXXX per annum.
· Your total investment management fees will increase/decrease by $XXXX to $XXXX per annum. This includes the introduction of the Insert fund name here which has an ongoing management cost of approximately Insert MER/ICR here% per annum.
· Your annual insurance premiums will increase/decrease by $XXXX to $XXXX per annum.

Advice fees and commissions
There are no fee’s or commissions payable to Representatives of Integrity Financial Planners for the provision of this advice.

Confirmation of previous disclosures made
Other than as identified, there are no other fees and charges applicable to this advice. Further, there is no change to the advice fee arrangements or the benefits that we may receive from the product providers recommended, as included in our last Statement of Advice provided to you.

Understanding the recommended products
Before you decide to implement our recommendations, please ensure that you read the following important information that we have provided:
· Buy Back Booklet - Buy_Back_booklet.pdf (miraqle.com)
· Offer documentation - CBA Off-Market Buy-Back (commbank.com.au)

Tailor Alert
Update the above to reference disclosure or research material provided in relation to this advice, including the name and version number if applicable

If you are unable to access this information, or if any of it appears to be missing, please contact us and we will make arrangements to get it to you.
 

How to proceed
If you are happy to implement our advice, you can confirm that you wish to proceed by completing the enclosed paperwork and returning it to us, or otherwise letting us know in writing. Upon receipt of your instructions we will proceed to implement the recommendations on your behalf.

As always, if you have any questions or require further information please don’t hesitate to contact me.

Authority to proceed (optional)
Agreement
I agree to proceed and implement the recommendations as outlined in the Record of Advice dated DD/MM/YYYY with any variances from the recommendations detailed below:

	



Declaration
In signing this authority, I confirm that (please tick the appropriate boxes):
I have read the attached Record of Advice and received, or otherwise accessed, a copy of the Financial Services Guide (version number), Privacy policy (version number) and Product Disclosure Statements / Information Brochures for each financial product recommended.
I have provided all information I thought relevant to the preparation of the advice and have assessed in my own mind that the recommendations are appropriate, having regard to the information provided.
I have checked the information set out in this document including any superannuation contribution information, and confirm it is accurate and complete.
Adviser name has discussed with me the information I provided, the recommendations, benefits and risks involved, how much risk I am prepared to take and the fees I will have to pay.
I give permission for a copy of my Tax File Number to be retained on file and to be disclosed to financial institutions as required.

	
	
	
	
	
	
	
	
	

	Signed:
	
	Date:
	D D
	/
	M M
	/
	Y Y Y Y
	

	
	
	

	
	Client name
	



	Signed:
	
	Date:
	D D
	/
	M M
	/
	Y Y Y Y
	

	
	
	

	
	Partner name
	



Accepted for and on behalf of  CAR Name and Integrity Financial Planners Pty Ltd by:

	Signed:
	

	
	

	
	Adviser 

	
	
	

	Date:
	D D
	/
	M M
	/
	Y Y Y Y
	




CAR/Business Address
Ph: + 61 (CAR/Business Phone Number) E: (CAR/Business email) W: (CAR/Business website)
Adviser Name (Authorised Representative No. Adviser Number) 
CAR Name  ACN xxxx  Corporate Authorised Representative (No. CAR number) 
Integrity Financial Planners Pty Ltd (AFSL No. 225051 | ACN 069 537 855) www.iplan.com.au
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