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A change for the better?

Director of Flor-Hanly, Tony Olsen,
details the dnvidend imputation system
and Labor's proposed reforms, which
would undoe the current system.

HERE has bheen

a bt ol pribsliciny

regarding Labars

propesal o make
the tax sysiem fairer by
clesing down a conoessbon
that gives casly ehirds for
eRess dividend impiitation

Creileis.

Justralia'’s dividensd
impAaticn system was
intmduced by Paal Keating
o eliminate doibile tavation
off distderds padd from com-
pany profits e shareholders,

Umder that svstem,
shaseholders could use
impaation credits to reduce
thedir overall tax Hakdlin.
Heneve. il thedr imputacion
credits weee e than thelr
rax leabiblity, the exoess wine
losi. This policy change by
Faul Keating was a massive
sk o and

T Movward ans) Costells
povernment introdhiced the
pefumd of those excess cred-
iz5 1o the taxpayer to make
the system fakrer whilch
resulted in them geiting a
refumd from the ATO.

Ihe Labor Covemment
I proposing undalng this
They belive tis concessbon
I coweting the federal govern-
meak maane than &5 billion
diollars esch vear.

The Follawlng simplistke
example shows how the
curreni system works:

1 Bill gurmis S300000 imilarest
In his own name. He has
rie orlbar o

1 Bon s tho sole shareholdor
ina company, That
06 Py dbiina $30,000
Irlarest. The compaty

pays Lax At 30 par cend is
30,000 arsd paye Ban &
divadand af S21 000

BILL'S TAXATION

POSITION WOULD

BE AS FOLLOWS:

I Taxabla incama - intaras
§30.000

1 Tax payable cn 533,000
will eipual appack matbely
S2242

1 Bill's afins tax dollars
woisld ba 527758

BEN'S TAXATION

POSITION WOULD

BE AS FOLLOWWS:
Ben's Company

1 Tamalses income - inksrae
$30.000

1 T pusiry Lk iy allide
L3000

I Company's after tax
dodlars paid 1o Ben ss &
dividunsl would be 321,000
Bem

I Dividand fram company
sl B 52 1.000

1 Sl inpeutsticn crede ol
S8000

I Ban's taxable Income
wingld ba $30,000

1 Tax payabilo cn 530000
wall egual sppdaximabely
§2242

1 Less bax paid by tha
company [Impuiatian
crudileh 2B000

1 Ban vweuld get a refund of
SETER

I Ban's after tax dollars
equals ik dividend of
£21,000

1 Plus tha tax rofund of
FETER

1 Ban's aftor nae dollars
would ba $27758

We Help You

Grow your Business

Maximise Profitability

Manage your Cashflow
Accumulate Wealth
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Manage Tax Effectively
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_Have Estate Planning in Order -

.

“What did you
do with your
tax refund?”

o™

D 5

/

Felew

“You're looking
at it.”

AP FOiR DEBATE: 'Will Labor's proposed charges result in a fairer {ax system? That vwill probably depend on your

palitical viivws and vthénd you Rold yvour invesEments, &ivs Flad- Hanly difesior Tofy Dlbn.

The soteee al Bill apd
B s Encodse b ihe same, e
S30,000 of inderest. The only
dilference is Ben's income
wi earmeed Irskde neam-
rany, Crirrenthy ey would
b e up with the same
afver vax dollars,

Lets nvw conslder what
would happens under
Lahors proposed «hanges
1o sbogp Uhe refund of cxoeses
Inpaitatbon credits:

BILL'S TAXATION

POSITION WILL NOT

CHAMNGE

I Ha will haws after 18
dallars of $32.758

BEN'S TAXATION
POSITION WOULD
BE AS FOLLOWS:

Ben's Conmpamy

I Taxcabla incoma - intoroat
F30,000

I Camiinvg T pny nBdp
5000

I Cormpany’ s alter tax
dillad i paed 1o Bah ds &
dividend wwould ba 527,000

Ikem

1 Diiichenicd froem coamipany
wonlbd b 521,000

I Add imgustation credit of
SO000

1 Bar's taxakdi inCarma
£30 500

1 Tan payabde an $30,000
will equal approaimately
S

I Loss i paid by tha
Compaivy §|imputalg
oredin] S0

1 Ban doesn't ged a refumnd
bt disen't hawe 16 pay
arry Lax LG suse Eha
impaitation crodita caver it

I Bar'e alver tax dolles
ppuas ha divi dend ol
£20,000

BEN IS $6758

WWORSE OFF THAN
BILL OM THE SAME
ORIGINAL INCOME

OF 530,000 OF
INTEREST

Laherwr nescosgmiise= thiat o kot
of pensioners are struggling
weith Ehe et ol Fhving
and e o Ehem el an
refinds of eoeess impuarion
credis. They plan 1o allow
such pensioners 1o continue
to gt reflunds of excess
imypastation credite.

Superannuation lands
v o na radees amd thee
reltimid of impsation errdins
currently envures the tax
rate piryahde oin thee wownee
Incomee s @l superanmeation
BA Fbe

T o posasd] clanges
by Lasher wearhd pesaalt in n
superannuation fund with
10p inwesded in compamy
shares paying chose 1o 20pc
tax instead of 1 5pe on its
SOHEFEE [nCoe,

Saiperiunds who hde &
s.prﬂdnl' |vesomenns will ke
abile 1o wsie the mpustation

eredits 1o pay for the 1y on
the thes soigces of icoime,

Thee majority ol the
population have superan-
miaation andd will be indirect-
I aflecied,

Wil e proposed changes
result I @ Bxdrer vax systemid
‘That will probabby depend
oy yomue politlcal views
anid wheae you hodd your
imresimenis!

FISCLAIMER

Tt ot af this amicle,
‘Toay Ulsen, i a disector of
Flar-Hanly, Comimercial ansd
Agribusiness Aocounants.
Mr (Msen can e conbaed
ol ST R0,

Information previded in
this column is of a geneeal
mature, 1 does ot take
ingo acooun your personal
fimandial circumsances.
Tadlores] prafessional advice
slepiahd b soaghit btore
actimg om any of the Infor-
msatbon contained
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