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BENCHMARKING THE HENRY REPORT
AND THE GOVERNMENT RESPONSE

TaxWatch identified ten possible benchmarks from views expressed by tax experts, community sector organisations and other sources involved in its national consultations during 2009.  This note outlines the extent to which the Henry Report and Government Response meet those benchmarks.
1.    Generate enough revenue for a growing and aging population


Henry Report

Full implementation is projected to maintain revenue at its current level in dollar values which means a substantial reduction as a proportion of GDP. 

Government Response

The package is estimated to increase revenue by about $6billion per year but the increase is due to the tax on mineral resources which may be more uncertain and volatile than the revenue loss from cutting the corporate income tax. 

2.    Make superannuation tax concessions fairer and less wasteful


Henry Report


Its proposals would achieve considerable improvements along these 
lines by increasing the tax concessions for lower-earners, reducing them for 
higher-earners, and considerably simplifying the system. They are 
substantially similar to the proposals first advanced by ACOSS almost twenty 
years ago and last year by the Australia Institute, ACTU, and the Industry 
Super Network. 


Government Response


Its package greatly improves benefits for lower-earners but increases 
rather than reduces the potential benefits for higher-earners. It also involves 
a promise never to tax benefits for people over 60. The increase in the 
compulsory rate from 9% to 12% will help workers who are in a strong 
bargaining position but others will, in effect, end up with less take-home pay. 
3.    Reduce tax avoidance through trusts and private companies

Henry Report


Its proposals would tighten some rules in relation to alienation of personal 
income.


Government Response


It does not address these issues. 
4.    Reduce inflationary impacts of tax exemptions for luxury homes 

Henry Report 
Its proposals would achieve significant improvements over time by applying land tax to most residential property, including owner-occupied homes, while also removing stamp duty. They would place a cap (at a high level) on the exemption of homes from the pension means test.  


Government Response 


The Government makes no comment about stamp duty and leaves land tax 
to be considered by the States if they wish to do so. It promises that it will 
never include any homes in the pension means test.  

5.    Remove excess inducements for negative gearing


Henry Report 


Its proposals would achieve substantial improvements by reducing the 50% 
tax discount on capital gains from rental property and reducing the 
deductibility of landlords’ interest payments. It also would remove the current 
exemption from capital gains tax enjoyed by all properties purchased before 
1985. Its proposal for substantially increased Rent Assistance, however, could 
increase rent levels rather than substantially improve supply.


Government Response 

The Government does not propose any changes and, indeed, promises 
never to reduce the 50% discount on capital gains, apply a discount to 
deductibility of landlords’ expenses or remove the CGT exemption for pre-
1985 holdings.
6.    Strengthen and harmonise taxation of capital gains

Henry Report 

Its proposals would achieve some improvements in these respects by 
converging towards a general 40% discount rate on most capital gains and 
bank interest, as well as abolishing the exemption for pre-1985 property. It 
also says that consideration should be given to a “bequests tax”. 

Government Response 
The Government proposes no improvements in these respects and promises never to reduce the 50% discount on taxation of capital gains or remove the exemption for pre-1985 property. It promises never to introduce a bequest tax. 
7.    Make tax assistance for families fairer and less wasteful

Henry Report 
Its proposals could achieve some improvement in these respects through reducing some of the benefits which wealthy people can obtain from Family Tax Benefit B, Baby Bonus, Child Care Rebate and the Fringe Benefits Tax exemption for employers’ child care centres. 



Government Response

The Government has not announced a detailed response on these issues but may do so in the forthcoming Budget. It has promised that it will never “hit single-income families” or “restrict eligibility to rent assistance for 
families“.  
8.    Remove wasteful tax breaks for international business transactions 

Henry Report 
Its proposals would increase the current breaks by reducing the withholding tax on interest payments and by reducing the corporate income tax rate (which is mainly of assistance to overseas shareholders because it reduces their current disadvantage of not having access to dividend imputation). On the other hand, its proposed resource rent tax on miners would impact on both Australian and overseas shareholders.


Government Response  

The Government has adopted the proposals for a resource rent tax and a cut 
in the corporate tax rate (although not as large a cut as recommended in the 
Henry Report). 
9.    Maintain the corporate income tax rate

Henry Report 

It recommends cutting the rate from 30% to 25% over the “short to medium 
term”. 

Government Response

The Government will cut the rate to 28% over the next five years and has said it “will also seek to cut the rate further as revenue allows”. 

10.   Tighten fringe benefits concessions (especially for motor vehicles) 

Henry Report


Its proposals would substantially tighten the current concessions for motor 
vehicles and abolish the exemption for employer-provided child care. 

Government Response 

The Government has not announced a response on these issues. 
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