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Senior Tax Counsel's Report  

20 April 2018 

Tax rate tango 

The coming Federal Budget is likely to reveal some further tax initiatives that might 
assist the Coalition in its quest for re-election. One mooted change is a reduction in 
personal tax rates. I wonder if the Government might at the same time also consider 
some simplification around any new rates and to that end I put forward the following 
proposal:  

Current tax rates Bob's proposal 
Bracket 

$ 
Rate 

Bracket 

$ 
Rate 

0 - 18,200 NIL 0-25,000 NIL 
18,201 – 37,000 19% 25,001 – 50,000 25% 
37,001 – 87,000 32.5% 50,001 – 150,000 35% 
87,001 – 180,000 37% 150,001 + 45% 
180,001 + 45%     

 What would all this achieve? Well for a start we would move from 5 to 4 brackets 
with more logical rounded bracket numbers and rates.  

As the accompanying table shows the crossover point would be $173,500. Tax 
would come down modestly for everyone on incomes up to $173,500 and go up 
slightly for everyone on incomes above that figure.  

Of course, the Medicare levy would remain as an add on.  

I would suggest foreign residents should be taxed at 25% from dollar one rather than 
35% (or as currently 32.5%). This reduction would at least make up for the recent 
disgraceful wholesale removal of the private residence exemption for non-residents.  

The downside – the top rate would cut in lower down at $150,000 instead of 
$180,000 but because of the more generous lower brackets the cost to higher rate 
taxpayers would be ameliorated.  

It will need to be costed, something I have neither the resources not the talent to do 
myself but Treasury could do it in 15 minutes.  
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Tax compared at different levels 

Taxable income 

$ 

Current 

$ 

Bob 

$ 

Net change 

$ 
20,000 342 NIL -342 
30,000 2,242 1,250 -992 
40,000 4,547 3,750 -797 
60,000 11,047 9,750 -1,297 
80,000 17,547 16,750 -797 
100,000 24,632 23,750 -1,882 
150,000 43,132 41,250 -1,882 
173,500 51,827 51,825 -2 
180,000 54,232 54,750 +518 
300,000 108,232 108,750 +518 
400,000 153,232 153,750 +518 

 Some members interpreted my favourable views on cutting the corporate tax rate as 
endorsing the idea behind trickle-down economics. I don't agree - it has nothing to do 
with trickle-down economics! Nonetheless I thought this cartoon would have some 
appeal. 

 

*image taken from 'What would Keynes do? How the greatest economists would 
solve your everyday problems, by Tejvan Pettinger. 

Kind regards, 

Bob Deutsch, CTA 
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