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J: How important is the vutcome of this election to the timing of when you call the
fcderal clcotion?

PM:  I's decidedly unimportant, because the Commonwealth Govermment will decide
the elcction itsclf.

J: L heard that Mr Dawkins was going to releasc today revised Budget forecasts, 1s
that on? '

PM: Not that I know of; no.

J: Piime Minister, what's your reaction to John Hewson's comments in Adelaide
on ABC radio this moming, the fact that tax has which surfaced in the political
debate because you haven't got any policies to counterfight them?

PM:  Tax surfaced in the debale because a journalist, totally unconnected with the
Government, wrote a profile about John Heweon's career, and has obviously

meticulously gone through his past. Thar's why it's arisen. Nothing o do with
the Government whatsocver.

K And you've got no qualms about somebody looking at your piggery?

PM:  Tve had Liberal Senators, at Dr IIewson's behest, looking at me, asking
questions two or three dmes 8 day for 8 months. 1didn't hear any indignation
from any of you about that process. The key point here is, Dr Hewson has
made taxation the central feature of his campaign. He's saying that we have to
c¢hange the tax mix from income to expenditure. You all know that low paid
people, or unemployed people, or middle income people spend all of their
inconte. So whother you lax their income or expenditure it's one in the same,
it's all spent. He says that's the way we ought 10 raise the taxation - we'll tax
virtually all of your income. But if the claims in the book are correct, he's also
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saying, on expendiluce we'll tax you absolutcly - when you spend, on cvery
sorvice you consume, cvery good you buy, wel lax you - but on your incomo
tax, if you're well-adviscd, thon we think irs OK to tax-minimise. So it's Dr
IHowson's philosophy about taxation which 18 important here. 1 tiink what's
revealing about all this is not whether bo claimed this or deducted that, but his
philosophy. He's saying tax s the leading issue of a national election from the
coalition's side of politics. He's saying that all goods and all services in the
communiry should be taxed absofutely at the point of purchase or sale. But for
income tax he scems to be saying he thinks devices for tax minimisation arc
OK. It's the philosophy that matters here.

But you can see that he was quitc within the law to do what he has done. If the
philosophy was so wrong, why don't you change the laws to make what he did
{legal?

1 didn't write this stuff, F'm not privy to his income or his returns. He can rebut
this if he wishes, ho haan't (o date. Therefore these were matters at the time for
the Commiasioner of Taxation. The point is the point in principic.

1o said he seems keen to dobate you on your taxation arrangements, would you
oblige him?

There's no debate, 'm a PAYE tax payer. I'm the most simple case around.
Let me just make this clear to you, tf you want comparability, 1 bought 8 house

within one month of Dr Hewson buying his house. On ry house all the
deductions are cartied by me, As I'm sure yours are. Thatis, if youliveina

house a8 a domestic residence, the costs are not deductible. To paint the

pictuse, or to make an arrangement whero one tumns a private deduction into a

business expense, this is the puint here, is an arrangement which minimises tax,

In the comparable situation, I've still got the house, I'm still carrying the interest *
costs on tho mortgage, they've never been deducted,

And for the record, your taxation rate is?

I'm a PAYE wux paycr, it's as simplc as that.

And that's at what rate?

Pick up the scales and have a look.

Do you know the rate that you're paying as a PAYE?

Lot me make this clear to you, there is no deduction I make that trics 10 tum a
private cxpense into # business expense, that's the key point.

‘then what rate ,..?

Don't put words in my rate, I'm telling you ...
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I'r asking the question ...

You've asked, s0 I'm giving you the answer. The answer is [ do not scck to tum
private expenscs into busincas expenscs to masquerade privalo expenscs as
busincss expenses. Tyn quite sure all of you would be happy to tum your
mortgage costs into deductiblc cxpenscs.

Did Dr Hecwson break the law?

That's 8 matter for him, the Tax Commissioner, et cetcra. I'm just making the
point, as a matter of philosophy Dr Hewson says that 1axation Is the issus that
maiters in this country. He wanis (o 1ax expenditure absolutely at the point of
sale of goods or sorvices, but he's saying in relation to income tax that he thinks
the legality, the philosophy of tax minimisation is OK. Thar's the key point.
Can [ just also say that we had theso fulminations by Mr Downer overnight.
For 8 months, 8 months mind you - there's a few Canberra journalists here,
theyll know this to be true - for 8 months questions have been asked without
foundation. Qucstions with no foundatdon and praved 1o have no foundation,
questions were asked of me for 8 months. A lot of it was printed in the
nowspapers.  Someone unconnected with the Government writcs a book about
Dr Hewson, his taxation becomes a public issuc, and straight away he's saying
this is dirty pool, the Government {8 up to dirty pool. What about the
inconsistency of 8 months of this at Dr Hewson's behest. 1 think you should ask
Dr Hewson, what was the point of his tactic?, did he think U was right?, was
Scnator Baume acting on his express instructions? and, does ho now regret this
tactic?.

Js it the case that Dr Hewson is paying 15 per cent tax and you're paying 48 per
cent?

T don't knuw what he's paying,

Are you paying the top marginal rate of tax?

Tor a start [ get rebates like you do, I get a rebato for dopenduont spouse and
children, But I'm not turning private expenses into business expenses. Do you
understand? That's the key point. T'm not about trying to tum a private
cxpense, like the cost of my mortgage, into a business expense.

Are you giving Dr Ilewson back what you ...?

No, this fssue arose not by us but by a book, Ms Chnisting Wallace has made
this point. But Dr Hewson has taxation as the primary issue in a national
election Where he says, Australia has been inefticient and lazy and they've got to
do moru, and they think they should be taxed at the point of sale of their goods
or thuir services, bul to take the view that income taxation should be available
for minimisation through devises. In other words, if you're a wage or salary
camer you pay absolutlely, bul if you're well-advised you can minimise your tax.
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This is a question of philosophy. It's Dr Hewson who's running on taxation, not
the Government.

3 You're apparently reluctant to name ...
PM: You've had enough, arc there any more questions?

I I was just going to ask you, Mr Keating, van you tell us what your taxation rate
is?

PM: [d have 1o average ... It's immaterial what nty rate is. It tell you this, I have no
claim that turns a private expense into a business expense.

) Do you think that's morally wrong.

PM: Pardon?

J: Do you think, morally, minimisation could be seen as a (inaudibie)? Is that
what you belicve?

PM:  Ive nover sought o do it. 1bought a house the same time as Dr Iicwson, |
didn't dp it into a compaury.

J: Why not?

PM: Because I don't think such a privatc ¢xpense ought to masquerade as a business
expense. That's why,

)i Do you think 'pay as you cam’ tax paycrs have been paying for corporato
Australia?

PM: DBefore I became Treasurer, the tax system was subject to massive
hasmorrhaging through tax avoidance and evasion, as well as minimisation, and
mos! of the minimisation and avoidance schemes had a ¢apital gain undernoath
them. 1introduced the taxation of capital gains in this country. I introduced the
taxation of fringe benefits into this country. As a result, people now pay their
fair share of 1ax, which was never the case when Dr Hewson was advising Mr
Howard. In those days the taxation system was in a state of accelerated
haemorrhage.

3 Arc you prepared to have your Laxes debated in Pastiament along side Dr
Ilcwson's?

PM:  Listen, mine hawe been debated for 8 months. You might have not naticed, or
vhusen not to notice, they were debated for 8 months,

AR Primc Minister, regusdicss of the details of who started it, do you think the
clectoralc uf Australia is interesicd tn you and Dr Hewson's personal tax
matters?
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PM:  No, | don' think thoy are, but I think they are very interusted in the philesophy
of taxation which Dr Hewson is promoting as the first issue in our national
politics. He's saying that all services and goods should be taxed at 15 per cent,
all ¢xpenditure. You know that for wage and salary camners that means 100 per
cent of their Income, because their income and expenditur is the same, they
dont save. They don't have enough money to save 80 it means that their
income and expenditure is onc and Lhe same, and he says thorofore we'll tax
those. But one can draw the obvious point that in terms of income tax, as
distinct fom consumption or expenditure tax van can minimise if van'ee well-
advised. T Y

¥ Mr Kealing ...
PM: Come on, you've had morc than your fair go,

I Do you expect the Parliament will have the opportupily to debaie this matter
before the clection?

PM:  Yes, it will have the opportunity to debate ... The Parliament is scheduled to

come back in the third week of February, is it not? In that peried all things will
be debated,

3 Scheduled to come back before the election?
PM: At this stagc it’s cotning back, absalutely.

) Mr Keating, apart from your personal tax and your business interests, have you
never sought W minimise your X in your business interests?

PM: No, this was another furphy yesterday. The thing about the Liberals, here they
were saying of me, Senator Baume was asking these questions because it was
the right thing to do to clicit information on the needs to0 know basis, but when
thc Government says what about your position Dr Hewson? Shocking, this is a
beat up, this is gutter politics! OK for the Liberals to do it for § months, not
OK for the Labor Party to do it for 8 minutes. ‘1hat's the point.

I What about the advantage to you that the perception may arise that it is a
(inaudibie)?

PM: That's for you to report and make clear, that the issue of substance is his wish to
tax the Australian cleclorate with a consumption tax against what is apparently
his record in relation to income tax. As far as, this ]ady here asked me about
my affairs, yesterday's statement was a total furphy, There 18 & think in the tax
provision called 'grouping. Companies today no longer need to run their
retailing and their production within the one company. You can hawve a
production company and a reiasll company and the merge together in the end.
T'o take the profits of one and say that in some way it's not having its tax paid, |
to ignore the costs of the other is of course a total joke. |
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Do you consider your taxation affairs are private affains?

I consider them to be totally in order. Mine were auditod by a public auditor
and placed of the public record of the ASC. So you can go down there and
punch a screen and go and read about them. (5o and ask Dr Hewson will he
mak¢ his available,

Mr Kcating, you've called it a turphy, but to the public af latge who may not be
intimate with the laws of taxation, do you (inaudible) of what the Opposition is

saying?

No, why would they? There's not any basis in this whatsoever in this, nothing,
Apparently a number of people today on radio have made that point quite clear.
The grouping provisions mean, in the old days people uscd 10 have a company
that had income and run all the ¢osts against it even if the companies had
different functions. After grouping provisions were introduced, you could then
have u company which was a retall company any and a company which was a
production company, 100 per cent owned within the group. You can'i look at
the profits of one and not include the cosis of the other. That's what they tried
to do last night knowing that most of you wouldn't be on to it to try 10 save him
som¢ cmbarrassment.

John llcwson wants changes to the debating siluation, he doesn't want a pancl
of journalists, he just wants a moderator. What's your reaction to that?

We'll negotiate a sct of arrangements, 'm not sure exacily what we've asked for,
1 think a panel Is probably best.

Why did you change your mind about a consumption tax?

I'm not hese to give you an cconomic history lesson. OK?
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