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Abstract

We examine the role of carbon risk in dividend policy, and how its effect varies between
imputation (paying franked dividends) and classical (paying unfranked dividends) tax
environments in the unique experimental setting in Australia. We find that the probability of
paying dividend and dividend payout ratio is lower for firms in the highest-emitting industries
(polluters) relative to non-polluters, subsequent to ratification of the Kyoto Protocol. While the
post-Kyoto reduction in the likelihood of paying dividend is not significantly different, the
reduction in payout ratio is smaller in the imputation environment than classical tax system,
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