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Corporate Tax Polley Unit 
Tree,urv 

Langton Cm 
Parkes ACT 2600 

By email frankedd1stcoos1dt@treas1,cvaov at, 

DearOtrectOf. 

Thank you for the Oppoftumty to submit a response to the consultahon on the proposed legislatlOfl 
relatmg to Franked Distributions and Cepitll Raising. 

[1/We] obiect to the proposed leg1slatoo changes 

(1/We] beheve the draft legislation ,s inequitable to Australian companies and sharehOlders and it could 
madven:ently impact s1tuattOOS of leg1t1mate company operations 

The draft leg1slatlOll fails to recognise the fundamental principle underlying the franking regime and the 
reason for its creat1011. the aVOldance of double taK8tion on company earnings. 

The Franked Distribution and Capital Raising draft legislation. 1f widely applied. will lead to the demiSe of 
the franking system. It w1H stop Australian companies who issue new shares under a Dividend 
Reinvestment Plan (DRP) from paying franked dividends and significantly increase the cost of cap1tal for 
all franked dividend paying Australian companies. It will also risk the stability and integnty of the 
Australian bank,ng system by mh1b1t1ng effective capital raising during challenging ecooomie penods 
such as the start of the coronawus pandemic. 

If passed, its applicatiOn would also unfairly burden Australian investors with retrospective tax debts, to 
be� at a time of economic uncertainty. 

[Add your own story if you wish] 

Please contact me on (enter number / email address] 1f you have any 
submission. 

Yours sincerely, 

[Add your name and contac:1 details) 

U-\1<..\S.-o��e;R. -+ /1.1..\Soi-,;, 

work will burden individuals. their families and in turn the economy, all of which will face economic 
uncertainty 

4. Retrospectlvety 

[I/We] note the retrospective application to 19 December 2016 would unfairly prejudice franked 

dividends paid out to shareholders of Australian companieS and leave them with unexpected tax bills for 

dividends they have since received, to be paid at a time of economic uncertainty. This is panieularly 

concerning for those who rely on fully franked dividends as income. 

The draft legislation appears to inadvenently target situations of tegitlmate company operation making 

1t difficult to form a conclusive Judgement as to the legitimacy of historical and future payments of fully 
franked dividends by Australian companies 

Tax laws should not be allowed to change retrospectively when Australians have budgeted for and paid 

their lawful tax assessment based on existing tax law in place. 

conclusion 
While [I/we] appreciate Treasury is trying to deal with situations involving tax avoidance and franked 

dividend distributions. the proposed legislation. as drafted, will fundamentally change the nature of how 

Australian companies manage their capital. increase their cost of capital and negatively impact 

Australian shareholders 

1. There would be unintended con19quencea hued on the CUITent dreftlng of the propoNd 
leglslltlon 
As drahed. the proposed leg1slatoo does not sulltelenlly dlSUngulsh between acceptable actMties and 
the tax 8VOldance sItuatoos 11 intends to addross Tho proposed leg1slot1on would appear to 
inadvertently impact s,tuatoos ol leg111mato company oporatlOns and could &CCOJdingly delay« 
dlSCOUrage the normal processes of capital ralsmg.Invosimcn1 and economic growth In Australia and 
mtertere with the operatM)(I and the olllclOncv 01 tho Australian capital markets and the structural 
Iniegnty of our bank mg syst\'lm 

For example. 1rrespectIve of the various situations of legitimate capllal management. caprtal ralSll'lg and 
franked dlVldend payments by Australian companies. the draft leg!slation Is broad enough that rt coufd 
also capture the well-established ac1 of 1mplement1ng Dividend Reinvestment Plans (DRPs) and DRP 
undefwntlen capital raIsings m the circumstances where. in Treasury's broad view. the established 
practice test Is not met 

The current draft. of the legIslat1on will have severe impacts to our authorised depos1HakIng 1nstJtutlOr'IS 
(Australian banks) and would be contrary to the Australian Prudential Regulation Authorrty's (APRA) 
guidance provided In the most recent time of economic stress dur,ng the COVID-19 pandemic 

In April 2020. APRA provided guidance to al! authorised deposit-taking inst1tu1ions. primarily impacting 
Australia's big four banks, on capital management. This guidance included an expectation that Boards 
would seriously consider defemr,g decisions on dividends given the economic uncertainty due to the 
ooronavirus pandemic It would also offset any dividends to the extent possible through other capital 
management IMIatives. including DRPs and other capital raising initiatives to partially offset the 
d1m1nut1011 m caprtal from the payment of franked dividends to shareholders. As Australia moved beyond 
the Inmal phase of response. APRA updated the guidance 10 assist longer-term cap,tal management 
enabling banks to fulfil their role In supponing economic recovery. As part of this. APRA recornmended 
they actively used DRPs ·and/or other capital management InitIatives" to offset the reductoo In their 
capi1al base and balance sheets from making franked dividend payments to their shareholders. The 
proposed draftmg of the legislation changes will risk the stability of the Australian bank,ng system by 
inh1b1t1ng effective capital management during challenging economic times. 

2. Menagir,g cash flows between capital raising and dl1trlbutlon1 cen repf'9Nflt the normal -,c1 
legitimate flow of commercial capltel management 
The drafted Jeglslat1on removes the ability of opera11ng businesses to leg 
their cash flows productively. Once a company has generated a profit 
create liquidity to pay a dividend by raiSlng debt. selling some of its a 
o, by ratSIng captlal By removing !he ablhly to raise capital to reward 
to increase their debt levels or they will be pul In a position where they 
further develop their businesses. While there are Instances of compan 
companies that have leg1t1mately earned pmf1ts and paid taK should be 
Inves1 or dtStribute those profits to their shareholders 

3. The propoeed legl1lation would burden thouundl of Auetr1Mln 
planned or ere plennlng their retfrement. p&eclng ltrNI on I 
pension­

The drvidend 1mputatl0fl system has not fundarnenlelly c 
change now. and reirospecUvefy. on people who are already 




