Duwrector

Corporate Tax Policy Unit

Corporate and International Tax Duwusion
Treasury

Langton Cres

Porkes ACT 2600

Deowr Durector,

Thank yow for Hre opportunity to- submit o response to- the corsuliotion
of the Treasumry Lawsy Amendment (Off-Market Share Buy-Backs) BUL
2022.

winfair to- Austrolian companies and adl sharelroloers.

Treaswry Lawsy Amendment (Off-Market Share Buy-Backs) BUL 2022, f
applied, will weaken the franking system.

Off-market shhare buy-backs and selective reductions of capifal are
umportont and estabplished capital management toolsy for Awstraliomn
companies and their boards. Any changes to- Hese proven practices will
negatvely mpact Awstrodlion companies copital management chotces
and hanve wnintended consequences.

Under tire proposed amendiments to- off-market share buy-backs,
poirticipoting shaveoldersy as part of tive buy-back covuideration paiok
I addition, the government U also- proposing to- eliminate franking
credits permanently to- the extent o wowld hawe been paid: ot b a
fully franked dividend. to- shareholoers, showld a company wish to-
conduet aw off-mavket shhare buy-bock v the future. Sos, not ondy s tie
government miting o compoany’s ability fo- distribute franking creditsy
to- sharelholders, U U now- proposing to- permanently take tHhose franking
credits awoy from companies, un trn denying Hem e ability to-
sihvareholders. The above changes were added to- e leguslation and were



not announced un the Federal Budget on 25 Octoper 2022. I+ iy a
Awstralian compoanies and lnwestors.

| implore the government not to- lLook at iy proposal un Bolation, bt
rather to- views U U conjunction withv the submission on Fronkeo
Dustributiony and Copital Raising (whrich closed for submission to- your
office onw 5 Octohper 2022). Together, Hese proposed chranges uwnodermine
o system that has supported Avstrolion companies ond nwestorsy
Huwoughv more Hhan Haree decades of economic stability and growth.
During that tume, e world has expertenced o number of major
Matroeconomie eventsy suc as the global financial crisis and the
cnrrrent system has protected Australion companies, and un turn Heir
sivarelolders, Huoughh Hhese fumey of economic wstabUity, reducing
companies need to- take o wnnecessary odebpt: It hay encowraged.
Awstralion compoanies to- uwest un and pay corporate tax un Auwstralio
and embolodened Avstrolions to- wwest locally. This, uv turn, has
created more jobs for Australians and provided Hhe additional income
fax revenune Hot Treasunry anode Government are cuvrently seeking.

| believe Hhat botiv e proposed chhanges fail to- recognise tive
fundamentol prunciple uwnderlying the franking system and the reason
earningy. If passed, e proposed changes will wnfairly taurget retoil
vwestors, low—uncome bnwestors and superannmnation beneficiories,
while lmiting companies abilifies to- effectively manage their own
capital.

| believe Treaswnry and Government are underestimating Hie long lasting

and brooad-reaching umpact these changes will have on Australio and
we ask yow fo- re~consioer making any clhanges.

Please contact me if yow have any questions ow tivis supmission

Yours sincerely,
Ross Baker






