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Dividends from Australian companies are distributed to investors after companies have paid tax on their profits. Under the dividend imputation
system (which helps to avoid double taxation of company profits), investors receive a tax credit for the amount of tax that the company has
already paid on the original profits. The system works as follows:
If a company makes a profit of $1000 which is fully taxable, it pays tax at the current company tax rate of 30% which equates to tax paid of
$300, leaving $700 available for distribution. If there are 10 shareholders, each receives an after-tax dividend of $70, with a $30 franking credit.
Since the profits associated with the dividends have been fully taxed, the after-tax dividends are said to be fully franked. However, there are
situations when this is not the case, and dividends can have partial or no franking.
For the purposes of our illustrations, we have assumed that dividends are fully franked.
For after-tax dividends, the grossed up amount (that is the shareholder’s share of the pre-tax profit) must be included in the shareholder’s tax
return as assessable income. In this example, the grossed-up dividend amount is $100 ($70 plus the $30 company tax paid with respect to that
dividend). However, a franking credit of $30 also applies.
In this example, the effect of the credit is that if the shareholder’s marginal tax rate is equal to 30% no tax will be paid on the dividends. If the
marginal tax rate is less than 30%, this may result in a tax credit which could be used to offset other tax payable, Medicare levy, or be received
as a tax refund.
Shareholder’s marginal tax rate

45%

30%

15%

Franked Dividend paid

70

70

70

Plus imputation credit (representing company tax paid)

30

30

30

Assessable Income

100

100

100

Tax Assessed

45

30

15

Less: Franking Credit

(30)

(30)

(30)

Tax payable

15

Nil

Nil

Excess credit to be offset against other tax payable/receive as a refund

Nil

Nil

15

Net dividend received

55

70

70

(excluding Medicare levy and flood levy)

Dividend imputation thus provides tax-effective income, where the dividend comes from investment in tax-paying companies, either directly or
through a unit trust or master fund. For example, a retiree on a marginal tax rate of 15% (excluding Medicare levy) can receive dividends with no
tax liability and can also use franking credits to offset Medicare levy, tax payable on other income, e.g. interest income, or receive as a refund.

An example:
Aretired person receives $70 as a fully franked dividend with a credit of $30. Total tax payable is $15 (15% of $100) but franking credits reduce
this tax to zero.
In addition, the retiree has an excess franking credit of $15 ($30 - $15). Therefore, if $200 income from a fixed interest investment is also
received, the $30 tax liability is reduced to only $15 by using the $15 credit.

Need more information?
If there’s anything else you need to know, please call your financial adviser, or our dedicated Customer Service team on 13 11 55 and ask for
‘Super’ between 8am and 6pm (Eastern Standard Time) Monday to Friday. We’ll be happy to help.
Important note
This information is current as at 1 July 2012 but may be subject to change.
Various products and services are provided by different entities of the Suncorp Group. The different entities of the Suncorp Group are not responsible for or liable in respect
of products and services provided by other entities of the Suncorp Group. Financial product advice is provided by representatives of Suncorp Financial Services Pty Ltd
ABN 50 010 844 621 AFSL No: 229 885 (“Licensee”).
Products are issued by different entities. You should consider the Product Disclosure Statement (‘PDS’) before you make any decision regarding the relevant product. Please
contact us for a copy of the PDS and issuer’s details
These materials have been prepared without taking into account an investor’s particular objectives, financial situation or needs. Before making a decision based on this
material a potential investor should consider the appropriateness of the advice, having regard to their objectives, financial situation and needs.
This information is not intended to be advice of any kind, including tax or investment advice. Tax legislation or its interpretation may change in the future. You should seek
your own tax and other professional advice specific to your particular circumstances before deciding on a course of action.
Except as otherwise expressly stated in the relevant PDS Suncorp Group Limited ABN 66 145 290 274 and its subsidiaries and related companies including SuncorpMetway Ltd ABN 66 010 831 722 do not guarantee the repayment of capital invested in or the investment performance of any product. An investment in a product is not a
bank deposit or other bank liability and is, except as otherwise expressly stated in a PDS, subject to investment risk including possible delays in repayment and loss of the
interest and principal invested.
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