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Introduction
� 7KH�UHYHQXH�HVWLPDWHV�FRQWDLQHG�LQ�WKLV�GRFXPHQW�KDYH�EHHQ�SUHSDUHG

E\�WKH�5HYLHZ�6HFUHWDULDW�ZLWK�VXEVWDQWLDO�DVVLVWDQFH�IURP�WKH�$XVWUDOLDQ

7D[DWLRQ�2IILFH��$72����,QGXVWU\�YLHZV�H[SUHVVHG�LQ�UHODWLRQ�WR�SDUWLFXODU

UHYHQXH�HVWLPDWHV�SUHVHQWHG�LQ�$�3ODWIRUP�IRU�&RQVXOWDWLRQ�KDYH�EHHQ�WDNHQ�LQWR

DFFRXQW�ZKHQ�ILQDOLVLQJ�WKH�UHYHQXH�HVWLPDWHV�

� 7KH�HVWLPDWHV�KDYH�EHHQ�SUHSDUHG�DJDLQVW�WKH�SROLF\�IUDPHZRUN�VHW�E\

H[LVWLQJ�WD[DWLRQ�ODZ�DQG�WKH�SROLF\�PHDVXUHV�DQQRXQFHG�LQ�$�1HZ�7D[�6\VWHP�

7KH�UHYHQXH�HVWLPDWHV�IRU�LQGLYLGXDO�PHDVXUHV�QHHG�WR�EH�FRQVLGHUHG�LQ�WKH

FRQWH[W�RI�ERWK�WKDW�EURDGHU�SROLF\�IUDPHZRUN�DQG�WKH�RWKHU�SROLF\

UHFRPPHQGDWLRQV�RI�WKH�5HYLHZ���7KH�HFRQRPLF�FRQWH[W�LQ�ZKLFK�WKH

HVWLPDWHV�DUH�VHW�LV�WKH�VDPH�DV�WKDW�XVHG�LQ�IUDPLQJ�WKH�%XGJHW�

� (VWLPDWHV�DUH�UHSRUWHG�IRU�WKH�SHULRG�����������WR�����������$OWKRXJK

VRPH�LQGLYLGXDO�PHDVXUHV�KDYH�WUDQVLWLRQDO�SHULRGV�H[WHQGLQJ�ZHOO�EH\RQG

���������WKH�HVWLPDWLRQ�HUURUV�LQYROYHG�LQ�H[WHQGLQJ�WKH�HVWLPDWHV�LQWR�ODWHU

\HDUV�LQFUHDVH�YHU\�UDSLGO\���7KH�VXVWDLQDELOLW\�RI�WKH�UHYHQXH�RXWFRPHV�LV

GLVFXVVHG�LQ�PRUH�GHWDLO�ODWHU�LQ�WKLV�VHFWLRQ�

� 7KH�UHYHQXH�HVWLPDWHV�DUH�EDVHG�RQ�WKH�EHVW�DYDLODEOH�GDWD�DQG

PHWKRGRORJ\���+RZHYHU��LW�LV�QRW�UHDOLVWLF�WR�DWWDFK�D�KLJK�GHJUHH�RI�SUHFLVLRQ

WR�LQGLYLGXDO�UHYHQXH�HVWLPDWHV���7KLV�LV�EHFDXVH�WKH�GDWD�XSRQ�ZKLFK�WKH

HVWLPDWHV�DUH�EDVHG�DUH�RIWHQ�VHULRXVO\�LQDGHTXDWH���,Q�DGGLWLRQ��LW�LV�W\SLFDOO\

QHFHVVDU\�WR�PDNH�MXGJHPHQWV�UHJDUGLQJ�EHKDYLRXUDO�FKDQJHV�E\�WD[SD\HUV�LQ

UHVSRQVH�WR�D�PHDVXUH���7KH�H[WHQW�DQG�WLPLQJ�RI�VXFK�UHVSRQVHV�DUH�RIWHQ�QRW

HDVLO\�MXGJHG�

� +LVWRU\�KDV�VKRZQ�WKDW�HVWLPDWHV�UHODWLQJ�WR�QHZ�WD[�PHDVXUHV��VXFK�DV

ZKHQ�WKH�IULQJH�EHQHILWV�WD[�DQG�WKH�FDSLWDO�JDLQV�WD[�ZHUH�LQWURGXFHG��FDQ

VRPHWLPHV�EH�YHU\�VLJQLILFDQWO\�LQ�HUURU���7KH�HVWLPDWHG�UHYHQXHV�IRU�WKRVH

SDUWLFXODU�PHDVXUHV�DW�WKH�WLPH�WKH\�ZHUH�LQWURGXFHG�VLJQLILFDQWO\�XQGHUVWDWHG

WKH�DPRXQW�RI�UHYHQXH�DFWXDOO\�UDLVHG���*LYHQ�WKH�H[WHQW�RI�WKH�UHIRUPV

SURSRVHG��WKHUH�LV�OLNHO\�WR�EH�D�UDQJH�RI�XQDQWLFLSDWHG�UHYHQXH�RXWFRPHV�³

VRPH�SRVLWLYH�DQG�VRPH�QHJDWLYH���2Q�EDODQFH��WKH�5HYLHZ�EHOLHYHV�WKDW�WKH

UHYHQXH�HVWLPDWHV�SUHVHQWHG�KHUH�DUH�OLNHO\�WR�XQGHUVWDWH�WKH�RYHUDOO�SRVLWLYH

LPSDFW�RQ�UHYHQXH�RI�WKH�UHFRPPHQGHG�SDFNDJH��SRVVLEO\�WR�D�VLJQLILFDQW

H[WHQW�
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The policy benchmark and costing
assumptions

The policy benchmark

Existing policy framework

� 7KH�UHYHQXH�LPSDFW�RI�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�KDV�EHHQ

PHDVXUHG�UHODWLYH�WR�WKH�UHYHQXH�EDVH�WKDW�ZRXOG�RWKHUZLVH�SUHYDLO�XQGHU

H[LVWLQJ�WD[�ODZ�WRJHWKHU�ZLWK�WKH�SROLF\�SURSRVDOV�RXWOLQHG�LQ�$�1HZ�7D[

6\VWHP���)RU�H[DPSOH�

� ZKHUH�UHOHYDQW��UHYHQXH�LPSOLFDWLRQV�KDYH�EHHQ�HVWLPDWHG�XVLQJ�WKH�SHUVRQDO

LQFRPH�WD[�UDWHV�WKDW�ZLOO�DSSO\�IURP���-XO\������

� WKH�HVWLPDWHV�IRU�LQYHVWPHQW�DQG�FDSLWDO�JDLQV�UHODWHG�PHDVXUHV�WDNH�LQWR

DFFRXQW�WKH�LPSDFW�WKDW�LQGLUHFW�WD[�UHIRUP�LV�H[SHFWHG�WR�KDYH�RQ�WKH�SULFH

RI�LQYHVWPHQW�JRRGV�DQG�WKH�FRQVXPHU�SULFH�LQGH[��DQG

� ZKHUH�WKH�5HYLHZ�KDV�SURSRVHG�FKDQJHV�WR�WKH�HQWLW\�PHDVXUHV�SUHVHQWHG�LQ

$�1HZ�7D[�6\VWHP��WKH�UHYHQXH�LPSDFW�RI�WKRVH�FKDQJHV�KDV�EHHQ�PHDVXUHG

UHODWLYH�WR�WKH�UHYHQXH�WKDW�ZRXOG�RWKHUZLVH�EH�UDLVHG�E\�WKH�PHDVXUH�DV

RXWOLQHG�LQ�$�1HZ�7D[�6\VWHP�

Policy recommendations

� 7KH�SROLF\�VHWWLQJ�IRU�DQ�LQGLYLGXDO�PHDVXUH�ZLOO�DOVR�EH�GHWHUPLQHG�E\

RWKHU�5HYLHZ�UHFRPPHQGDWLRQV���7KDW�LV��WKH�UHYHQXH�HVWLPDWHV�IRU�DQ

LQGLYLGXDO�5HYLHZ�UHFRPPHQGDWLRQ�DUH�FRQWLQJHQW�RQ�WKH�SROLF\�IUDPHZRUN

UHIOHFWHG�LQ�WKH�UDQJH�RI�UHFRPPHQGDWLRQV�SURSRVHG�E\�WKH�5HYLHZ���)RU

H[DPSOH��WKH�UHYHQXH�LPSOLFDWLRQV�RI�UHPRYLQJ�EDODQFLQJ�FKDUJH�UROORYHUV�DQG

UHPRYLQJ�WKH�DELOLW\�WR�DVVLJQ�OHDVH�SD\PHQWV�IRU�GHSUHFLDEOH�HTXLSPHQW�ZRXOG

GLIIHU�IURP�WKRVH�UHSRUWHG�LI�DFFHOHUDWHG�GHSUHFLDWLRQ�ZHUH�WR�EH�UHWDLQHG���,Q

VRPH�FDVHV��WKH�UHYHQXH�RXWFRPH�IURP�D�SDUWLFXODU�PHDVXUH�PD\�YDU\

VXEVWDQWLDOO\�RQ�WKH�EDVLV�RI�RWKHU�SROLF\�UHFRPPHQGDWLRQV�

Source data

� 7KH�SULQFLSDO�VRXUFH�RI�GDWD�LV�WKH�$72�7D[DWLRQ�6WDWLVWLFV�IRU�WKH

��������LQFRPH�\HDU���8QSXEOLVKHG�$72�GDWD�DUH�DOVR�XVHG�WR�FRVW�VRPH

5HYLHZ�UHFRPPHQGDWLRQV���2WKHU�GDWD�VRXUFHV�LQFOXGH�WKH�$XVWUDOLDQ�%XUHDX

RI�6WDWLVWLFV��$%6���WKH�$XVWUDOLDQ�6WRFN�([FKDQJH��$6;���FRPSDQ\�DQQXDO

UHSRUWV��UHVHDUFK�SDSHUV�DQG�GDWD�VXSSOLHG�E\�LQGXVWU\�ERGLHV�
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� 7KH�UHOLDELOLW\�RI�WKH�HVWLPDWHV�YDULHV�LQ�DFFRUGDQFH�ZLWK�WKH�DYDLODELOLW\

DQG�TXDOLW\�RI�GDWD���,Q�VRPH�FLUFXPVWDQFHV�UHOLDEOH�WD[DWLRQ�GDWD�DUH�QRW

DYDLODEOH�EHFDXVH�WD[SD\HUV�DUH�QRW�UHTXLUHG�WR�SURYLGH�WKH�UHOHYDQW

LQIRUPDWLRQ�WR�WKH�$72���5HOLDQFH�PXVW�WKHQ�EH�KDG�RQ�VHFRQGDU\�VRXUFHV�RI

LQIRUPDWLRQ�RU�RQ�DVVXPSWLRQV�LQ�RUGHU�WR�GHULYH�DQ�HVWLPDWH�RI�WKH�UHOHYDQW

WD[�EDVH���7KH�XVH�RI�VHFRQGDU\�VRXUFH�GDWD�RU�DVVXPSWLRQV�LV�OLNHO\�WR�LQFUHDVH

WKH�VFRSH�IRU�HUURU�LQ�WKH�UHYHQXH�HVWLPDWHV�

Assumptions

Macroeconomic assumptions

�� 7KH�HFRQRPLF�HQYLURQPHQW�DJDLQVW�ZKLFK�WKH�UHYHQXH�HVWLPDWHV�KDYH

EHHQ�SUHSDUHG�LV�WKH�VDPH�DV�WKDW�XVHG�IRU�WKH�SXUSRVHV�RI�SUHSDULQJ�%XGJHW

UHYHQXH�HVWLPDWHV���$OWKRXJK�WKH�%XGJHW�UHYHQXH�ILJXUHV�GR�QRW�H[WHQG�EH\RQG

���������WKH�VDPH�PHWKRGRORJ\�WKDW�LV�XVHG�WR�SURMHFW�WKH�%XGJHW�UHYHQXH

ILJXUHV�WR���������LV�DSSOLHG�LQ�H[WUDSRODWLQJ�EH\RQG�WKDW�SHULRG�

�� $V�QRWHG�DERYH��WKH�UHYHQXH�HVWLPDWHV�DUH�W\SLFDOO\�EDVHG�RQ�WD[DWLRQ

DQG�RWKHU�GDWD�WKDW�UHODWH�WR�D�SHULRG�VHYHUDO�\HDUV�EHIRUH�WKH�SHULRG�RI�UHYHQXH

HVWLPDWLRQ���,Q�GHULYLQJ�WKH�UHYHQXH�HVWLPDWHV��WKH�GDWD�ZHUH�SURMHFWHG�IRUZDUG

XVLQJ�DYDLODEOH�VWDWLVWLFDO�DQG�LQGXVWU\�GDWD�DQG�7UHDVXU\�%XGJHW�SDUDPHWHUV�

�� )RU�H[DPSOH��WKH�UHYHQXH�HVWLPDWHV�IRU�UHPRYLQJ�DFFHOHUDWHG

GHSUHFLDWLRQ�DV�D�JHQHUDO�PHDVXUH�DUH�EDVHG�RQ�WD[DWLRQ�GDWD�UHODWLQJ�WR

����������$Q�HVWLPDWH�RI�WKH�GHSUHFLDEOH�DVVHWV�EDVH�LQ�����������ZDV�GHULYHG

E\�LQFUHDVLQJ�WKH�YDOXH�RI�WKH�GHSUHFLDEOH�DVVHWV�EDVH�LQ���������LQ�OLQH�ZLWK

$%6�GDWD�DQG�7UHDVXU\�%XGJHW�SDUDPHWHUV�IRU�SULYDWH�LQYHVWPHQW�LQ�SODQW�DQG

HTXLSPHQW�

�� 7R�WKH�H[WHQW�WKDW�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�PLJKW�OHDG�WR�DQ

LQFUHDVH�LQ�HFRQRPLF�HIILFLHQF\�RU�RWKHU�PDFURHFRQRPLF�HIIHFWV��WKRVH�HIIHFWV

DUH�QRW�UHIOHFWHG�LQ�WKH�SDUDPHWHUV�XVHG�WR�FRVW�WKH�LQGLYLGXDO�UHIRUP�PHDVXUHV�

6LPLODUO\��WKH�PDFURHFRQRPLF�HIIHFWV�RI�DQ�LQGLYLGXDO�PHDVXUH�DUH�QRW�LQFOXGHG

DV�SDUW�RI�WKH�UHYHQXH�HVWLPDWH�IRU�WKDW�PHDVXUH���7KH�HIIHFWV�RI�WKH�YDULRXV

PHDVXUHV�RQ�HFRQRPLF�JURZWK�DQG�UHYHQXH�KDYH�EHHQ�WDNHQ�LQWR�DFFRXQW

VHSDUDWHO\�LQ�WKH�IRUP�RI�DQ�HVWLPDWH�RI�WKH�JURZWK�GLYLGHQG���7KH�JURZWK

GLYLGHQG�UHSUHVHQWV�WKH�LPSDFW�RQ�&RPPRQZHDOWK�UHYHQXH�WKDW�LV�H[SHFWHG�WR

DULVH�DV�D�FRQVHTXHQFH�RI�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�

Assumptions about the tax base

�� $V�QRWHG�DERYH��LQ�VRPH�FDVHV�GDWD�DUH�QRW�UHDGLO\�DYDLODEOH�WR�GHWHUPLQH

WKH�VL]H�DQG�FKDUDFWHULVWLFV�RI�WKH�WD[�EDVH�WR�ZKLFK�D�UHFRPPHQGDWLRQ�DSSOLHV�

,Q�WKRVH�FLUFXPVWDQFHV��LW�LV�QHFHVVDU\�WR�UHO\�RQ�VHFRQGDU\�GDWD�VRXUFHV��RWKHU

LQGLFDWRUV�RI�WKH�SRWHQWLDO�WD[�EDVH��RU�HGXFDWHG�EXW�VRPHZKDW�DUELWUDU\
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DVVXPSWLRQV�DERXW�WKH�UHOHYDQW�WD[�EDVH���6XFK�DVVXPSWLRQV�ZLOO�W\SLFDOO\�EH

PHDVXUH�VSHFLILF�

Assumptions about taxpayer behaviour

�� 7KH�PRWLYDWLRQ�IRU�PRVW�RI�WKH�UHIRUPV�SURSRVHG�E\�WKH�5HYLHZ�LV�WR

FKDQJH�WD[SD\HU�EHKDYLRXU�E\�FKDQJLQJ�WKH�LQFHQWLYHV�WD[SD\HUV�FXUUHQWO\�IDFH�

&RQVHTXHQWO\�WKHVH�LQWHQGHG�FKDQJHV�LQ�EHKDYLRXU�FDQ�EH�DQ�LPSRUWDQW�IDFWRU

LQ�HVWLPDWLQJ�WKH�UHYHQXH�LPSDFW�RI�SDUWLFXODU�PHDVXUHV�

�� /LWWOH�LQIRUPDWLRQ�LV�W\SLFDOO\�DYDLODEOH�DERXW�WKH�OLNHO\�PDJQLWXGH�RI

WD[SD\HU�UHVSRQVHV�WR�FKDQJHG�WD[DWLRQ�DUUDQJHPHQWV���7KH�5HYLHZ�KDV

DWWHPSWHG�WR�LGHQWLI\�SRVVLEOH�EHKDYLRXUDO�UHVSRQVHV�DQG��ZKHUH�WKH\�DUH�OLNHO\

WR�EH�VLJQLILFDQW�LQ�WHUPV�RI�UHYHQXH��LQFOXGH�WKH�OLNHO\�LPSDFW�LQ�WKH�UHYHQXH

HVWLPDWH���6XFK�HVWLPDWHV�DUH�DOZD\V�YHU\�GLIILFXOW�DQG�LQ�VRPH�FDVHV�WKH�5HYLHZ

KDV�LGHQWLILHG�D�UHVSRQVH�HIIHFW�EXW�QRW�IHOW�DEOH�WR�PDNH�DQ\�HVWLPDWH�DW�DOO�

�� 5HFRPPHQGHG�UHIRUPV�PD\�DOVR�OHDG�WR�VRPH�XQDQWLFLSDWHG�FKDQJHV�LQ

WD[SD\HU�EHKDYLRXU�DQG�REYLRXVO\�WKHVH�KDYH�WKH�SRWHQWLDO�WR�LPSDFW�RQ

UHYHQXHV�LQ�ZD\V�WKDW�FDQQRW�EH�IRUHVHHQ�

�� 7UDQVLWLRQDO�UHYHQXH�HIIHFWV�PD\�DULVH�IURP�WD[SD\HUV�DQWLFLSDWLQJ

FKDQJHV�WR�WD[DWLRQ�DUUDQJHPHQWV���7KH�5HYLHZ�KDV�VRXJKW�WR�PLQLPLVH�WKH

H[WHQW�RI�VXFK�UHVSRQVHV�LQ�VRPH�FDVHV�E\�UHFRPPHQGLQJ�SDUWLFXODU

WUDQVLWLRQDO�DUUDQJHPHQWV�DQG�WLPLQJ�RI�LPSOHPHQWDWLRQ���:KHUH�LW�LV�H[SHFWHG

WR�EH�VLJQLILFDQW��WKH�UHYHQXH�HVWLPDWHV�UHIOHFW�WKLV�WUDQVLWLRQDO�EHKDYLRXU�E\

WD[SD\HUV�

Interpretation of the revenue
estimates

Net revenue estimates

�� 7KH�UHYHQXH�HIIHFW�UHSRUWHG�IRU�HDFK�PHDVXUH�LV�WKH�QHW�LPSDFW�RI�WKH

SROLF\�FKDQJH�RQ�UHYHQXH��DIWHU�WDNLQJ�LQWR�DFFRXQW�EHKDYLRXUDO�UHVSRQVHV�E\

WD[SD\HUV�DQG�DQ\�LQGLUHFW�UHYHQXH�HIIHFWV���,Q�VRPH�FDVHV�WKH�JURVV�RU

¶KHDGOLQH·�UHYHQXH�HIIHFW�RI�D�PHDVXUH�FDQ�EH�FRQVLGHUDEO\�GLIIHUHQW�IURP�WKH

QHW�UHYHQXH�HIIHFW���)RU�H[DPSOH��WKH�QHW�UHYHQXH�LPSDFW�RI�D�FXW�LQ�WKH

FRPSDQ\�WD[�UDWH�LV�FRQVLGHUDEO\�ORZHU�WKDQ�WKH�LPSDFW�RQ�FRPSDQ\�WD[�SDLG�

7KH�GLIIHUHQFH�UHIOHFWV�DQ�RIIVHWWLQJ�LQFUHDVH�LQ�WD[�SDLG�E\�LQGLYLGXDO

WD[SD\HUV��VXSHUDQQXDWLRQ�IXQGV�DQG�OLIH�LQVXUDQFH�FRPSDQLHV�RQ�GLVWULEXWHG

HDUQLQJV�EHFDXVH�RI�WKH�UHGXFHG�TXDQWXP�RI�LPSXWDWLRQ�FUHGLWV�
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�� :KHQ�HVWLPDWLQJ�WKH�QHW�UHYHQXH�LPSDFW�RI�WKH�YDULRXV�EDVH�EURDGHQLQJ

PHDVXUHV��LW�ZDV�DVVXPHG�WKDW�D�SURSRUWLRQ�RI�WKH�UHYHQXH�UDLVHG�IURP�HQWLWLHV

ZRXOG�EH�RIIVHW�E\�UHGXFHG�FROOHFWLRQV�IURP�RWKHU�WD[SD\HUV���7KH�RIIVHW

UHIOHFWV�WKH�IDFW�WKDW�IUDQNHG�DQG�XQIUDQNHG�GLYLGHQGV�DUH�ERWK�XOWLPDWHO\�WD[HG

DW�WKH�VKDUHKROGHUV·�PDUJLQDO�WD[�UDWH���7KLV�LV�SDUWLFXODUO\�WUXH�ZLWK�WKH

LQWURGXFWLRQ�RI�UHIXQGV�RI�H[FHVV�IUDQNLQJ�FUHGLWV�

Budget year estimates

�� 7KH�UHYHQXH�LPSOLFDWLRQV�RI�WKH�PHDVXUHV�DUH�JHQHUDOO\�FDOFXODWHG�RQ�DQ

LQFRPH�\HDU�EDVLV�XVLQJ�DYDLODEOH�WD[�GDWD���7KH�LQFRPH�\HDU�HVWLPDWHV�DUH

FRQYHUWHG�WR�D�ILQDQFLDO�\HDU�EDVLV�XVLQJ�FRQVLVWHQW�DVVXPSWLRQV�DERXW�WKH

WLPLQJ�RI�WD[�SD\PHQWV�IRU�GLIIHUHQW�W\SHV�RI�WD[SD\HUV���7KH�WLPLQJ

DGMXVWPHQWV�WDNH�LQWR�DFFRXQW�WKH�SD\PHQW�DUUDQJHPHQWV�RXWOLQHG�LQ�$�1HZ

7D[�6\VWHP���)RU�H[DPSOH��WKH�ILQDQFLDO�\HDU�LPSOLFDWLRQV�RI�PHDVXUHV�DIIHFWLQJ

FRPSDQ\�WD[�DUH�LQIOXHQFHG�E\�ZKHWKHU�WKH�FRPSDQLHV�DUH�ODUJH�RU�VPDOO�DQG

WKH�PRQWKV�LQ�ZKLFK�WKH�FRPSDQLHV�DUH�UHTXLUHG�WR�ORGJH�LQVWDOPHQWV�

Reliability of the estimates

�� 7KH�SRWHQWLDO�UHYHQXH�LPSDFWV�IRU�LQGLYLGXDO�PHDVXUHV�DUH�UHSRUWHG�DV

SRLQW�HVWLPDWHV���7KH�SRLQW�HVWLPDWHV�W\SLFDOO\�UHIOHFW�ZKDW�LV�FRQVLGHUHG�WR�EH

WKH�PHDQ�RI�SRWHQWLDO�UHYHQXH�RXWFRPHV��WKRXJK�LQ�VRPH�FDVHV�D�FRQVHUYDWLYH

DSSURDFK�KDV�EHHQ�WDNHQ���7KH�UDQJH�RI�SRWHQWLDO�RXWFRPHV�VXUURXQGLQJ�WKH

SRLQW�HVWLPDWHV�FDQ�EH�UHODWLYHO\�ODUJH�IRU�VRPH�PHDVXUHV���7KH�GLVFXVVLRQ

DERYH�KLJKOLJKWHG�VHYHUDO�DVSHFWV�RI�WKH�UHYHQXH�HVWLPDWLRQ�SURFHVV�WKDW�EHDU

RQ�WKH�GHJUHH�RI�DFFXUDF\�RI�WKH�UHYHQXH�ILJXUHV�UHSRUWHG�IRU�LQGLYLGXDO

PHDVXUHV���1HYHUWKHOHVV��LW�LV�OLNHO\�WKDW��WR�D�UHDVRQDEOH�H[WHQW��GLIIHUHQFHV

EHWZHHQ�HVWLPDWHG�DQG�DFWXDO�UHYHQXH�RXWFRPHV�IRU�RQH�PHDVXUH�ZLOO�EH�RIIVHW

E\�WKRVH�IRU�RWKHU�PHDVXUHV���7KH�H[WHQW�WR�ZKLFK�WKLV�RFFXUV�ZLOO�LQIOXHQFH�WKH

PDUJLQ�RI�HUURU�VXUURXQGLQJ�WKH�RYHUDOO�UHYHQXH�SRVLWLRQ�UHSRUWHG�IRU�WKH

SDFNDJH�RI�UHIRUP�PHDVXUHV�

Sustainability of the revenue trade-off
�� 7DEOH������SUHVHQWV�VXPPDU\�GDWD�RQ�WKH�UHYHQXH�LPSOLFDWLRQV�RI�WKH

5HYLHZ·V�UHFRPPHQGDWLRQV�
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Table 24.1 Revenue implications of Review’s recommendations
1999-00

$m

2000-01

$m

2001-02

$m

2002-03

$m

2003-04

$m

2004-05

$m

Company tax rate (%) 36 34 30 30 30 30

Loss of revenue from
A New Tax System
measures as a result of
reducing company
tax rate(a) -10 -190 -680 -320 -370 -380

Cost to revenue of
reducing company tax
rate on existing base -1,160 -2,840 -2,740 -2,740 -3,030

Total cost of company
tax rate reduction -10 -1,350 -3,520 -3,060 -3,100 -3,410

Removal of
accelerated
depreciation

40 1,150 2,220 2,300 2,610 2,550

Other changes to
taxation
of investments 10 390 770 120 -100 -300

Total revenue from
changes to taxation of
investments 50 1,540 2,990 2,420 2,520 2,260

Changes to taxation of
income from entities

-60 -660 -360 -410 -240 -290

Small business
measures -520 -530 -210 -330 -420

Integrity measures 530 1,030 980 980 990

CGT reforms 160 170 100 50 -30

FBT reforms 10 -210 70 100

High level design
reforms -30 220 210 290 280

Growth Dividend 50 100 200 300 500

Revenue impact of
package -30 -270 120 30 540 -20

(a) The estimates incorporate the impact of base broadening on revenue gained from trusts at
the recommended company tax rate; that is, the measure is costed against the Review’s
recommendations.

�� 2YHU�WKH�SHULRG���������WR���������WKH�UHYHQXH�FRVW�RI�UHGXFLQJ�WKH

FRPSDQ\�WD[�UDWH�WR����SHU�FHQW�ULVHV�VWHDGLO\�DV�D�FRQVHTXHQFH�RI�WKH�DVVXPHG

PDLQWHQDQFH�RI�DYHUDJH�HFRQRPLF�JURZWK���2Q�WKH�LQYHVWPHQW�VLGH��WKH�JDLQ�WR

UHYHQXH�DFFUXHV�TXLFNO\��GXH�WR�WKH�UHPRYDO�RI�EDODQFLQJ�FKDUJH�UROORYHUV�DQG

DFFHOHUDWHG�GHSUHFLDWLRQ��EXW�WKHQ�EURDGO\�VWDELOLVHV�VRPHZKDW�EHORZ�LWV�SHDN

OHYHO���$V�D�FRQVHTXHQFH��WKH�WUDGH�RII�EHWZHHQ�UHGXFLQJ�WKH�FRPSDQ\�WD[�UDWH

DQG�EURDGHQLQJ�WKH�LQYHVWPHQW�WD[�EDVH�GHWHULRUDWHV�RYHU�WKH�ODWWHU�SDUW�RI�WKH

SHULRG�IRU�ZKLFK�WKH�UHYHQXH�HVWLPDWHV�DUH�UHSRUWHG���7KH�HQWLW\�UHIRUPV

SURSRVHG�E\�WKH�5HYLHZ�DQG�WKH�VLPSOLILHG�WD[�V\VWHP�IRU�VPDOO�EXVLQHVV�DOVR

GHWUDFW�IURP�WKH�UHYHQXH�EDODQFH��SDUWLFXODUO\�LQ�WKH�HDUO\�\HDUV�
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�� 7KH�ZHGJH�EHWZHHQ�WKH�UHYHQXH�FRVW�RI�WKHVH�HQWLW\�PHDVXUHV�DQG

UHGXFLQJ�WKH�FRPSDQ\�WD[�UDWH��DQG�WKH�JDLQ�WR�UHYHQXH�IURP�EURDGHQLQJ�WKH

LQYHVWPHQW�EDVH��LV�ODUJHO\�RIIVHW�LQ�WKH�HDUO\�\HDUV�E\�UHYHQXH�UDLVHG�IURP�WKH

LQWHJULW\�PHDVXUHV�DSSOLHG�WR�LQGLYLGXDOV�DQG�HQWLWLHV��WKH�FDSLWDO�JDLQV�WD[

PHDVXUHV�DQG�WKH�WD[�GHVLJQ�UHIRUPV���7KH�LQWHJULW\�PHDVXUHV�SURYLGH�D

VXEVWDQWLDO�RQJRLQJ�ERRVW�WR�UHYHQXH���7KH�UHYHQXH�JDLQV�IURP�WKH�WD[�GHVLJQ

UHIRUPV�DUH�UHODWLYHO\�VWDEOH�DFURVV�WKH�HVWLPDWLRQ�SHULRG���+RZHYHU��WKLV

UHIOHFWV�VRPH�SKDVLQJ�RI�PHDVXUHV�DQG�WKH�UHYHQXH�JDLQV�ZLOO�IDOO�DZD\�EH\RQG

WKH�HVWLPDWLRQ�SHULRG���7KH�IULQJH�EHQHILWV�WD[�PHDVXUHV�DUH�EURDGO\�UHYHQXH

QHXWUDO�RYHU�WKH�UHSRUWHG�HVWLPDWLRQ�SHULRG�

�� 7RZDUG�WKH�HQG�RI�WKH�SHULRG�IRU�ZKLFK�WKH�UHYHQXH�HVWLPDWHV�DUH

UHSRUWHG��WKH�HVWLPDWHG�UHYHQXH�GHILFLW�IRU�WKH�VSHFLILF�PHDVXUHV�UHFRPPHQGHG

E\�WKH�5HYLHZ�LV�HVWLPDWHG�WR�EH�IXOO\�RIIVHW�E\�LQFUHDVHG�UHYHQXHV�DWWULEXWDEOH

WR�WKH�SRVLWLYH�LPSDFW�RI�WKH�UHIRUP�SDFNDJH�RQ�HFRQRPLF�JURZWK�DQG

LQFRPHV�

Revenue from removing accelerated depreciation

�� $�NH\�UHYHQXH�LVVXH�UDLVHG�LQ�VXEPLVVLRQV�UHFHLYHG�E\�WKH�5HYLHZ�RQ

$�3ODWIRUP�IRU�&RQVXOWDWLRQ�ZDV�ZKHWKHU�WKH�WUDGH�RII�EHWZHHQ�ORZHULQJ�WKH

FRPSDQ\�WD[�UDWH�DQG�EURDGHQLQJ�WKH�LQYHVWPHQW�WD[�EDVH�ZRXOG�EH�VXVWDLQDEOH

LQ�WKH�ORQJHU�WHUP���$�FRPPRQ�FRQFHUQ�ZDV�WKDW�WKH�UHYHQXH�DULVLQJ�IURP�WKH

UHPRYDO�RI�DFFHOHUDWHG�GHSUHFLDWLRQ�ZRXOG�EH�RQO\�WHPSRUDU\��ZKHUHDV

ORZHULQJ�WKH�FRPSDQ\�WD[�UDWH�ZRXOG�KDYH�D�SHUPDQHQW��RU�VWUXFWXUDO��LPSDFW

RQ�UHYHQXH�FROOHFWLRQV�

An individual asset

�� 7KH�YLHZ�WKDW�UHPRYLQJ�DFFHOHUDWHG�GHSUHFLDWLRQ�ZRXOG�RQO\�UHVXOW�LQ�D

WHPSRUDU\�JDLQ�WR�UHYHQXH�VWHPV�IURP�WKH�IDFW�WKDW�DOORZLQJ�DQ�DFFHOHUDWHG�UDWH

RI�GHSUHFLDWLRQ�RQO\�LQIOXHQFHV�WKH�WLPLQJ�RI�GHSUHFLDWLRQ�GHGXFWLRQV�DQG�QRW

WKH�WRWDO�YDOXH�RI�GHGXFWLRQV�WDNHQ���7KLV�SRLQW�LV�LOOXVWUDWHG�LQ�)LJXUH������IRU�D

�������DVVHW�ZLWK�DQ�HIIHFWLYH�OLIH�RI����\HDUV�WKDW�LV�GHSUHFLDWHG�XVLQJ�WKH

SULPH�FRVW�PHWKRG���7KH�DFFHOHUDWHG�UDWH�RI�ZULWH�RII�LV�DVVXPHG�WR�EH�WZLFH

WKDW�ZKLFK�ZRXOG�DSSO\�XQGHU�HIIHFWLYH�OLIH�GHSUHFLDWLRQ���2YHU�WKH�ILUVW

ILYH�\HDUV��WKH�GHSUHFLDWLRQ�GHGXFWLRQV�FODLPHG�DUH�WZLFH�DV�JUHDW�XQGHU

DFFHOHUDWHG�GHSUHFLDWLRQ�WKDQ�XQGHU�HIIHFWLYH�OLIH���+RZHYHU��RYHU�WKH

VXEVHTXHQW�ILYH�\HDUV�WKH�GLIIHUHQFH�LQ�GHSUHFLDWLRQ�GHGXFWLRQV�FODLPHG�XQGHU

WKH�DFFHOHUDWHG�ZULWH�RII�LV�JUDGXDOO\�HURGHG�DQG��E\�WKH�HQG�RI�\HDU����

FRPSOHWHO\�RIIVHW�

�� 5HODWLYH�WR�ZULWH�RII�EDVHG�RQ�WKH�HIIHFWLYH�OLIH�RI�DQ�DVVHW��DFFHOHUDWHG

ZULWH�RII�UHVXOWV�LQ�OHVV�UHYHQXH�EHLQJ�FROOHFWHG�GXULQJ�WKH�HDUO\�SDUW�RI�DQ

DVVHW·V�OLIH�DQG�PRUH�UHYHQXH�EHLQJ�FODLPHG�LQ�ODWHU�\HDUV���&RQVHTXHQWO\��IRU�DQ

LQGLYLGXDO�DVVHW��UHPRYLQJ�DFFHOHUDWHG�GHSUHFLDWLRQ�ZLOO�UHVXOW�LQ�D�JDLQ�WR
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UHYHQXH�GXULQJ�WKH�HDUO\�SDUW�RI�WKH�DVVHW·V�OLIH�DQG�D�ORVV�RI�UHYHQXH�LQ�ODWHU

\HDUV�

Figure 24.1 Cumulative depreciation deducted under effective life and
accelerated depreciation for a 10 year asset costing $1,000
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�� 7KH�H[DPSOH�DERYH�LOOXVWUDWHV�WKH�UHYHQXH�LPSDFW�RI�UHPRYLQJ

DFFHOHUDWHG�GHSUHFLDWLRQ�IRU�D�VLQJOH�DVVHW�ZLWK�D����\HDU�HIIHFWLYH�OLIH���,Q

SUDFWLFH�DVVHWV�DUH�SXUFKDVHG�HYHU\�\HDU�E\�WKH�SRSXODWLRQ�RI�WD[SD\HUV�DV�D

ZKROH�DQG�VR�LW�LV�LPSRUWDQW�WR�ORRN�DW�WKH�LPSOLFDWLRQV�RI�UHPRYLQJ

DFFHOHUDWHG�GHSUHFLDWLRQ�IRU�WKH�HQWLUH�SRSXODWLRQ�RI�GHSUHFLDEOH�DVVHWV���6RPH

RI�WKH�UHOHYDQW�SRLQWV�FDQ�EH�LOOXVWUDWHG�E\�ORRNLQJ�DW�WKH�VLWXDWLRQ�ZKHUH�D

�������DVVHW�ZLWK�D����\HDU�HIIHFWLYH�OLIH�LV�SXUFKDVHG�HDFK�\HDU�

�� )LJXUH������LOOXVWUDWHV�WKH�UHYHQXH�LPSOLFDWLRQ�RI�UHPRYLQJ�DFFHOHUDWHG

GHSUHFLDWLRQ�IRU����\HDU�DVVHWV�LQ�WKH�FDVH�ZKHUH�RQH�QHZ�DVVHW�LV�DFTXLUHG�HDFK

\HDU�DW�D�FRQVWDQW�SXUFKDVH�SULFH�RI����������7KH�GLIIHUHQFH�LQ�GHSUHFLDWLRQ

GHGXFWHG�DQG��KHQFH��WKH�JDLQ�WR�UHYHQXH��IURP�UHPRYLQJ�DFFHOHUDWHG

GHSUHFLDWLRQ�VWHDGLO\�DFFXPXODWHV�RYHU�WKH�ILUVW�ILYH�\HDUV�DQG�WKHQ�GHFOLQHV�WR

]HUR�E\�\HDU����

�� 7KH�WRWDO�DPRXQW�RI�DGGLWLRQDO�GHSUHFLDWLRQ�GHGXFWHG�XQGHU�DFFHOHUDWHG

ZULWH�RII�LQFUHDVHV�RYHU�WKH�ILUVW�ILYH�\HDUV�DV�HDFK�VXFFHVVLYH�DVVHW�FRPPHQFHV

ZULWH�RII���,Q�\HDU�ILYH�DOO�DVVHWV�SXUFKDVHG�DWWUDFW�JUHDWHU�GHSUHFLDWLRQ

GHGXFWLRQV�WKDQ�XQGHU�HIIHFWLYH�OLIH���$IWHU�\HDU�ILYH�WKH�GLIIHUHQFH�LQ�WKH�WRWDO

DPRXQW�RI�DGGLWLRQDO�GHSUHFLDWLRQ�GHGXFWHG�XQGHU�DFFHOHUDWHG�ZULWH�RII�DQG

HIIHFWLYH�OLIH�GHFOLQHV�VWHDGLO\��UHIOHFWLQJ�WKH�IDFW�WKDW�VRPH�DVVHWV�UHFHLYH�OHVV

GHSUHFLDWLRQ�XQGHU�DFFHOHUDWHG�ZULWH�RII�WKDQ�XQGHU�HIIHFWLYH�OLIH�ZULWH�RII���%\
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WKH�WHQWK�\HDU�WKHUH�LV�QR�GLIIHUHQFH�LQ�WKH�DPRXQW�RI�GHSUHFLDWLRQ�FODLPHG

HDFK�\HDU�XQGHU�DFFHOHUDWHG�ZULWH�RII�DQG�HIIHFWLYH�OLIH�ZULWH�RII�IRU�WKH�VDPH

OHYHO�RI�DJJUHJDWH�VSHQGLQJ�

Figure 24.2 Cumulative increase in depreciation deducted under
accelerated depreciation compared to effective life for
ongoing investment in 10 year assets costing $1,000
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�� 7KLV�LOOXVWUDWHV�WKDW�ZKHUH�WKH�FDSLWDO�VWRFN�UHDFKHV�D�VWHDG\�VWDWH�LQ�WHUPV

RI�ERWK�LWV�FRPSRVLWLRQ�DQG�OHYHO�WKHUH�LV�QR�VXVWDLQHG�UHYHQXH�JDLQ�IURP

UHPRYLQJ�DFFHOHUDWHG�GHSUHFLDWLRQ�

Aggregate investment

�� 6LPLODU�GHSUHFLDWLRQ�SURILOHV�WR�WKRVH�GHVFULEHG�DERYH�IRU����\HDU�DVVHWV

ZRXOG�H[LVW�IRU�DVVHWV�ZLWK�RWKHU�HIIHFWLYH�OLYHV���7KH�ORQJHU�WKH�HIIHFWLYH�OLIH�RI

WKH�DVVHW�WKH�ORQJHU�ZRXOG�EH�WKH�UHYHQXH�DFFXPXODWLRQ�SKDVH�DQG�WKH�ORQJHU

WKH�GHSUHFLDWLRQ�FODZ�EDFN�SKDVH���7KH�UHODWLYH�LPSRUWDQFH�RI�WKH�GHSUHFLDWLRQ

SURILOH�IRU�GLIIHUHQW�W\SHV�RI�DVVHWV�ZLOO�GHSHQG�XSRQ�WKH�WRWDO�YDOXH�RI

LQYHVWPHQW�LQ�WKRVH�DVVHWV�DQG�WKH�H[WHQW�WR�ZKLFK�UDWHV�RI�GHSUHFLDWLRQ�DUH

DFFHOHUDWHG�XQGHU�WKH�FXUUHQW�UHJLPH�

�� )LJXUH������LOOXVWUDWHV�HVWLPDWHG�SURILOHV�RI�WKH�DGGLWLRQDO�GHSUHFLDWLRQ

GHGXFWHG�XQGHU�WKH�FXUUHQW�UHJLPH�IRU�VHOHFWHG�FODVVHV�RI�DVVHWV�ZLWK�GLIIHUHQW

DYHUDJH�HIIHFWLYH�OLYHV��EXW�DVVXPLQJ�WKDW�WKH�DVVHW�EDVH�LV�FRQVWDQW�WKURXJK

WLPH���,Q�HDFK�FDVH�WKH�GLIIHUHQFH�LQ�GHSUHFLDWLRQ�GHGXFWLRQV�SHDNV�WKHQ

GHFOLQHV��WKRXJK�IRU�ORQJHU�OLYHG�DVVHWV�WKH�SHDNV�RFFXU�ODWHU�
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Figure 24.3 Additional depreciation deducted under accelerated depreciation
compared with effective life with constant investment
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�� ,QFRUSRUDWLQJ�JURZWK�LQ�WKH�SULFH�RI�UHSODFHPHQW�DVVHWV�DQG�LQ�WKH�WRWDO

YROXPH�RI�LQYHVWPHQW�VLJQLILFDQWO\�DOWHUV�WKH�RYHUDOO�UHYHQXH�SURILOH�DV

LOOXVWUDWHG�LQ�)LJXUH��������,Q�WKLV�FDVH�WKH�SURILOHV�GR�QRW�GHFOLQH�WR�]HUR��QRU

GR�WKH\�EHJLQ�WR�GHFOLQH�DV�HDUO\�RU�DV�TXLFNO\�DV�LQ�WKH�FDVH�ZLWK�QR�JURZWK�LQ

LQYHVWPHQW���7KLV�RXWFRPH�DULVHV�EHFDXVH�D�JURZLQJ�FDSLWDO�VWRFN�KDV�D�KLJKHU

SURSRUWLRQ�RI�DVVHWV�LQ�WKH�SKDVH�ZKHUH�GHSUHFLDWLRQ�GHGXFWLRQV�XQGHU

DFFHOHUDWHG�GHSUHFLDWLRQ�H[FHHG�WKRVH�XQGHU�HIIHFWLYH�OLIH�GHSUHFLDWLRQ�

Figure 24.4 Additional depreciation deducted under accelerated depreciation
compared with effective life with growth in investment
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�� $V�VKRZQ�LQ�)LJXUH�������LQ�WKH�DEVHQFH�RI�JURZWK�LQ�WKH�LQYHVWPHQW

EDVH��UHPRYLQJ�DFFHOHUDWHG�GHSUHFLDWLRQ�ZRXOG�\LHOG�RQO\�D�WHPSRUDU\�JDLQ�WR

UHYHQXH��WKRXJK�WKH�SHDN�LQ�UHYHQXH�ZRXOG�EH�DURXQG�ILYH�\HDUV�IURP�WKH�WLPH

RI�LPSOHPHQWDWLRQ�RI�WKH�HIIHFWLYH�OLIH�UHJLPH�DQG�WKH�VXEVHTXHQW�GHFOLQH�LQ

UHYHQXH�RQO\�JUDGXDO���,Q�FRQWUDVW��XQGHUO\LQJ�JURZWK�LQ�WKH�QRPLQDO�YDOXH�RI

LQYHVWPHQW�LQ�SODQW�DQG�HTXLSPHQW�DYHUDJLQJ�DURXQG�VL[�SHU�FHQW�SHU�\HDU�LV

VXIILFLHQW�WR�SUHYHQW�WKH�UHYHQXH�SURILOH�IURP�GHFOLQLQJ�VLJQLILFDQWO\�RYHU�WKH

PHGLXP�WR�ORQJ�WHUP�

Figure 24.5 Gain to revenue from the removal of accelerated depreciation with
and without growth in investment
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Estimation methodology
�� 7KLV�VHFWLRQ�SURYLGHV�WDEOHV�VHWWLQJ�RXW�WKH�UHYHQXH�LPSDFW�RI�DOO�WKH

5HYLHZ·V�UHFRPPHQGDWLRQV���:KHUH�PHDVXUHV�KDYH�D�VLJQLILFDQW�UHYHQXH

LPSDFW��LW�DOVR�SURYLGHV�D�GHVFULSWLRQ�RI�WKH�PHWKRGRORJ\�XVHG�LQ�GHULYLQJ

WKRVH�HVWLPDWHV�

Sequencing of revenue estimation

�� 7KH�UHYHQXH�HVWLPDWHV�SUHVHQWHG�LQ�WKLV�UHSRUW�ZHUH�GHULYHG�LQ�D

VHTXHQFHG�PDQQHU�WR�HQDEOH�WKHP�WR�EH�WRWDOOHG�LQ�VXFK�D�ZD\�DV�WR�SURYLGH�DQ

DVVHVVPHQW�RI�WKH�RYHUDOO�UHYHQXH�LPSOLFDWLRQV�RI�WKH�5HYLHZ·V

UHFRPPHQGDWLRQV���$Q�RXWOLQH�RI�WKH�VHTXHQFLQJ�RI�WKH�UHYHQXH�HVWLPDWLRQ�LV

SURYLGHG�EHORZ�

�� $V�QRWHG�HDUOLHU��WKH�EHQFKPDUN�IRU�DFKLHYLQJ�UHYHQXH�QHXWUDOLW\�LV�WKH

UHYHQXH�EDVH�WKDW�ZRXOG�RWKHUZLVH�SUHYDLO�XQGHU�H[LVWLQJ�WD[�ODZ�WRJHWKHU�ZLWK
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WKH�SROLF\�SURSRVDOV�RXWOLQHG�LQ�$�1HZ�7D[�6\VWHP���7KH�UHYHQXH�HVWLPDWHV�IRU

WKH�SROLF\�SURSRVDOV�LQ�$�1HZ�7D[�6\VWHP�KDYH�EHHQ�UHYLVHG�WR�UHIOHFW�WKH�ODWHVW

DYDLODEOH�LQIRUPDWLRQ���+HQFH��WKH�VWDUWLQJ�SRLQW�IRU�HVWLPDWLQJ�WKH�UHYHQXH

LPSOLFDWLRQV�RI�WKH�5HYLHZ·V�SROLF\�UHFRPPHQGDWLRQV�LV�WKH�LPSDFW�RI�WKH

UHGXFWLRQ�LQ�WKH�FRPSDQ\�WD[�UDWH�RQ�WKH�H[LVWLQJ�WD[�EDVH�DQG�WKH�EXVLQHVV

HQWLW\�PHDVXUHV�DQQRXQFHG�LQ�$�1HZ�7D[�6\VWHP�

�� 7KH�5HYLHZ·V�HQWLW\�UHFRPPHQGDWLRQV�ZHUH�FRVWHG�UHODWLYH�WR�WKH

UHYHQXH�IURP�WKH�HQWLW\�PHDVXUHV�FRQWDLQHG�LQ�$�1HZ�7D[�6\VWHP�DW�WKH

UHFRPPHQGHG�FRPSDQ\�WD[�UDWHV�

�� 7KH�LQYHVWPHQW�PHDVXUHV�DUH�DOVR�FRVWHG�RQ�WKH�EDVLV�RI�WKH

UHFRPPHQGHG�FRPSDQ\�WD[�UDWHV���7KH�UHYHQXH�HIIHFW�RI�WKH�UHPRYDO�RI

DFFHOHUDWHG�GHSUHFLDWLRQ�IRU�DOO�EXVLQHVVHV�ZDV�HVWLPDWHG�SULRU�WR�HVWLPDWLQJ�WKH

HIIHFW�RI�UHPRYLQJ�EDODQFLQJ�FKDUJH�UROORYHUV�IRU�DOO�EXVLQHVVHV�DQG�WKH�OHDVH

DVVLJQPHQW�PHDVXUHV���+HQFH��WKH�EDODQFLQJ�FKDUJH�DQG�OHDVH�DVVLJQPHQW

FRVWLQJV�ZHUH�HVWLPDWHG�RQ�WKH�EDVLV�WKDW�DFFHOHUDWHG�GHSUHFLDWLRQ�KDG�EHHQ

UHPRYHG���7KH�UHYHQXH�LPSDFW�RI�ERWK�PHDVXUHV�ZRXOG�EH�VLJQLILFDQWO\�ODUJHU

LI�DFFHOHUDWHG�GHSUHFLDWLRQ�ZHUH�WR�EH�UHWDLQHG���7KH�ORZ�YDOXH�DVVHW�SRRO�LV�DOVR

FRVWHG�RQ�WKH�EDVLV�WKDW�DFFHOHUDWHG�GHSUHFLDWLRQ�KDG�EHHQ�UHPRYHG���7KH�VPDOO

EXVLQHVV�GHSUHFLDWLRQ�PHDVXUHV��LQFOXGLQJ�WKH�GHOD\HG�UHPRYDO�RI�DFFHOHUDWHG

GHSUHFLDWLRQ�DQG�EDODQFLQJ�FKDUJH�UROORYHUV��DUH�FRVWHG�RQ�WKH�EDVLV�WKDW

DFFHOHUDWHG�GHSUHFLDWLRQ�KDG�EHHQ�UHPRYHG�DQG�WKH�ORZ�YDOXH�DVVHW�SRRO�IRU�DOO

EXVLQHVVHV�KDG�EHHQ�LPSOHPHQWHG�

�� ,Q�WKH�FDVH�RI�WKH�FDSLWDO�JDLQV�PHDVXUHV��UHPRYDO�RI�DYHUDJLQJ�LV�FRVWHG

RQ�WKH�EDVLV�WKDW�LQGH[DWLRQ�KDG�EHHQ�IUR]HQ���7KH�FRVWLQJ�RI�WKH�SURSRUWLRQDO

EDVH�UHGXFWLRQ�PHDVXUHV�DQG�VFULS�IRU�VFULS�UROORYHU�UHOLHI�DUH�RQ�WKH�EDVLV�WKDW

LQGH[DWLRQ�KDG�EHHQ�IUR]HQ�DQG�DYHUDJLQJ��UHPRYHG�

�� $OO�RWKHU�PHDVXUHV�DUH�FRVWHG�LQGHSHQGHQWO\�EXW�RQ�WKH�EDVLV�RI�WKH

UHFRPPHQGHG�FRPSDQ\�WD[�UDWHV�

Reducing the company tax rate

�� 7DEOH������VHWV�RXW�WKH�FRVW�WR�UHYHQXH�IURP�UHGXFLQJ�WKH�FRPSDQ\�WD[

UDWH��LQ�UHVSHFW�RI�ERWK�WKH�H[LVWLQJ�FRPSDQ\�WD[�EDVH�DQG�WKH�PHDVXUHV

SURSRVHG�LQ�$�1HZ�7D[�6\VWHP�
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Table 24.2 Cost to revenue of reducing the company tax rate
1999-00

$m

2000-01

$m

2001-02

$m

2002-03

$m

2003-04

$m

2004-05

$m

Revenue if A New Tax System business tax measures were implemented
at company tax rate of 36%(a)

Taxing trusts as
companies 70 830 930 520 600 620

Deferred company tax 60 260 490 490 500 530

Refundable imputation
credits -600 -620 -650 -680

Changed taxation of
life insurance -20 590 590 560 620 660

Total revenue from
A New Tax System
measures at 36%
company rate 110 1,680 1,410 950 1,070 1,130

Revenue if A New Tax System business tax measures were implemented
at proposed company tax rates(a)

Company tax rate (%) 36 34 30 30 30 30

Taxing trusts as
companies(b) 70 730 500 370 390 410

Deferred company tax 60 230 400 370 380 410

Refundable imputation
credits -530 -440 -460 -480

Changed taxation of
life insurance -30 530 360 330 390 410

Total revenue from
A New Tax System
measures at proposed
company tax rates 100 1,490 730 630 700 750

Loss of revenue from A
New Tax System
measures as a result of
reducing company tax
rates -10 -190 -680 -320 -370 -380

Cost to revenue of
reducing company tax
rates on existing base

-1,160 -2,840 -2,740 -2,740 -3,030

Total cost of company
tax rate reduction -10 -1,350 -3,520 -3,060 -3,100 -3,410

(a) The estimates for these measures have been updated for changes in economic parameters and costing
methodology.  A New Tax System also included revenue estimates for share buy-backs and liquidations.
The cost of that measure is not considered to be significant.

(b) The estimates incorporate the impact of base broadening on revenue gained from trusts at the
recommended company tax rate; that is, the measure is costed against the Review’s
recommendations.

Measures in A New Tax System

Taxing trusts like companies

�� $�1HZ�7D[�6\VWHP�IRUHVKDGRZHG�WKDW�WKH�WD[DEOH�LQFRPH�RI�WUXVWV�ZRXOG

EH�WD[HG�DW�WKH�FRPSDQ\�UDWH��UDWKHU�WKDQ�LQ�WKH�KDQGV�RI�EHQHILFLDULHV�DV�DW

SUHVHQW��DQG�WKDW�WD[�SUHIHUUHG�LQFRPH�ZRXOG�EH�WD[DEOH�XSRQ�GLVWULEXWLRQ�
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)XUWKHUPRUH��H[FHVV�IUDQNLQJ�FUHGLWV�ZRXOG�EH�UHIXQGDEOH�WR�UHVLGHQW

LQGLYLGXDO�PHPEHUV�DQG�FRPSO\LQJ�VXSHUDQQXDWLRQ�IXQGV�

�� 7KH�WD[�EDVH�IRU�WKLV�PHDVXUH�ZDV�FRQVWUXFWHG�IURP�$72�GDWD�IRU�WUXVWV

DQG�GDWD�RQ�WD[�SUHIHUUHG�LQFRPH�IURP�OLVWHG�SURSHUW\�WUXVWV�

�� 7KH�JDLQ�WR�UHYHQXH�IURP�WD[LQJ�WUXVWV�DV�FRPSDQLHV�DULVHV�IURP�FKDQJHV

WR�WKH�WLPLQJ�RI�WD[�FROOHFWLRQV�RQ�WKH�WD[DEOH�LQFRPH�RI�WUXVWV�DQG�IURP�WKH

WD[DWLRQ�RI�GLVWULEXWLRQV�RI�WD[�SUHIHUUHG�LQFRPH���7KH�HVWLPDWHV�DOVR�LQFOXGH

WKH�LPSDFW�RI�WKH�WUXVW�WUDQVLWLRQDO�SURYLVLRQV�DQQRXQFHG�LQ�$�1HZ�7D[�6\VWHP�

�� &RPSDULQJ�WKH�WLPLQJ�RI�UHYHQXH�UHFHLSWV�XQGHU�WKH�QHZ�FRPSDQ\�WD[

SD\PHQW�DUUDQJHPHQWV�ZLWK�UHFHLSWV�XQGHU�WKH�H[LVWLQJ�DUUDQJHPHQWV�ZDV�WKH

EDVLV�IRU�WKH�HVWLPDWHG�JDLQ�WR�UHYHQXH�DULVLQJ�IURP�GLVWULEXWLRQV�RI�WKH�WD[DEOH

LQFRPH�RI�WUXVWV�WR�LQGLYLGXDOV��VXSHUDQQXDWLRQ�IXQGV�DQG�FRPSDQLHV�

�� 7KH�JDLQ�WR�UHYHQXH�IURP�WD[LQJ�GLVWULEXWLRQV�RI�WD[�SUHIHUUHG�LQFRPH�WR

LQGLYLGXDOV�ZDV�FDOFXODWHG�XVLQJ�DVVXPSWLRQV�DERXW�WKH�H[WHQW�RI�WD[�SUHIHUUHG

LQFRPH�HDUQHG�E\�WUXVWV�DQG�OLNHO\�UHVSRQVH�HIIHFWV�LQ�UHVSHFW�RI�WKH

GLVWULEXWLRQ�RI�WKDW�LQFRPH���7KH�WD[�WLPLQJ�LPSOLFDWLRQV�RI�WKH�SD\PHQW

DUUDQJHPHQWV�ZHUH�DOVR�WDNHQ�LQWR�DFFRXQW�

�� 5HIOHFWHG�LQ�WKH�HVWLPDWHV�LV�DQ�DVVXPSWLRQ�WKDW�D�SURSRUWLRQ�RI�WUXVWV

UHVWUXFWXUH�WR�SDUWQHUVKLS�RU�LQGLYLGXDO�DUUDQJHPHQWV�LQ�UHVSRQVH�WR�WKH�FKDQJH

LQ�WD[DWLRQ�WUHDWPHQW���$Q�DOORZDQFH�ZDV�PDGH�IRU�UHIXQGV�RI�H[FHVV

LPSXWDWLRQ�FUHGLWV�WR�LQGLYLGXDOV�UHFHLYLQJ�WUXVW�GLVWULEXWLRQV���&RPSO\LQJ

VXSHUDQQXDWLRQ�IXQGV�ZHUH�DVVXPHG�WR�YDU\�GRZQ�WD[�LQVWDOPHQWV�IURP

��������LQ�UHVSRQVH�WR�WKH�LQFUHDVHG�DYDLODELOLW\�RI�LPSXWDWLRQ�FUHGLWV��7KLV

FRVWLQJ�LQFOXGHV�WUXVWV�WKDW�DUH�GHILQHG�DV�&,9V�DQG�WKH�LPSDFW�RI�H[WHQGLQJ

WKH�VDPH�EXVLQHVV�WHVW�WR�WUXVWV�

Deferred company tax

�� 7KLV�PHDVXUH�KDV�QRW�EHHQ�UHFRPPHQGHG�E\�WKH�5HYLHZ���+RZHYHU��WKH

PHDVXUH�UHTXLUHV�FRVWLQJ�DW�WKH�UHFRPPHQGHG�FRPSDQ\�WD[�UDWHV�LQ�RUGHU�WR

HVWDEOLVK�D�EHQFKPDUN�IRU�FRVWLQJ�WKH�5HYLHZ·V�UHFRPPHQGHG�RSWLRQ�RI�WD[LQJ

LQWHU�HQWLW\�GLVWULEXWLRQV�

�� 7KH�LQWURGXFWLRQ�RI�GHIHUUHG�FRPSDQ\�WD[�ZRXOG�KDYH�WD[HG�DOO

GLVWULEXWLRQV�RI�WD[�SUHIHUUHG�LQFRPH�DW�WKH�HQWLW\�UDWH���'LVWULEXWLRQV�RI

WD[�SUHIHUUHG�LQFRPH�EHWZHHQ�HQWLWLHV�LQ�QRQ�FRQVROLGDWHG�JURXSV�DQG�IURP

FRPSDQLHV�WR�QRQ�UHVLGHQWV�ZRXOG�KDYH�EHHQ�WD[HG�DW�WKH�HQWLW\�UDWH��FXUUHQWO\

VXFK�GLVWULEXWLRQV�WR�QRQ�UHVLGHQWV�DUH�H[HPSW�DOWKRXJK�PRVW�DWWUDFW�GLYLGHQG

ZLWKKROGLQJ�WD[����7D[�SUHIHUUHG�GLVWULEXWLRQV�WR�UHVLGHQWV�ZRXOG�KDYH

FRQWLQXHG�WR�DWWUDFW�WKH�HQWLW\�WD[�UDWH�DQG�EH�IXOO\�IUDQNHG�RQ�GLVWULEXWLRQ�

�� $72�GDWD�ZHUH�XVHG�WR�HVWLPDWH�WKH�DPRXQW�RI�XQIUDQNHG�GLYLGHQGV

SDLG�WR�UHVLGHQW�SXEOLF�FRPSDQLHV�IURP�UHVLGHQW�SXEOLF�DQG�SULYDWH�FRPSDQLHV�
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$72�DQG�$%6�GDWD�ZHUH�XVHG�WR�HVWLPDWH�WKH�DPRXQW�RI�XQIUDQNHG�GLYLGHQGV

SDLG�WR�UHVLGHQWV�DQG�QRQ�UHVLGHQWV�

�� 7KH�HVWLPDWHG�JDLQ�WR�UHYHQXH�ZRXOG�KDYH�DULVHQ�IURP�WKH�WD[DWLRQ�RI

GLVWULEXWLRQV�RI�WD[�SUHIHUUHG�LQFRPH�EHWZHHQ�UHVLGHQW�HQWLWLHV�WKDW�DUH�QRW�SDUW

RI�D�FRQVROLGDWHG�JURXS�DQG�D�KLJKHU�UDWH�RI�WD[DWLRQ�RQ�GLVWULEXWLRQV�RI

WD[�SUHIHUUHG�LQFRPH�WR�QRQ�UHVLGHQWV��FXUUHQWO\�WD[HG�DW�D�UDWH�RI����SHU�FHQW

XQGHU�GLYLGHQG�ZLWKKROGLQJ�WD[����'HIHUUHG�FRPSDQ\�WD[�RQ�WUXVW�GLVWULEXWLRQV

ZDV�LQFOXGHG�LQ�WKH�FRVWLQJ�IRU�WD[LQJ�WUXVWV�DV�FRPSDQLHV�

�� 7KH�HVWLPDWHG�JDLQ�WR�UHYHQXH�IURP�UHVLGHQW�WD[SD\HUV�WKDW�DUH�QRW

HQWLWLHV�ZDV�DVVXPHG�ODUJHO\�WR�UHIOHFW�D�EULQJ�IRUZDUG�LQ�WKH�WLPLQJ�RI�WD[DWLRQ�

7D[�ZRXOG�KDYH�EHHQ�SDLG�DW�WKH�WLPH�RI�GLVWULEXWLRQ�IURP�WKH�RULJLQDWLQJ

FRPSDQ\�UDWKHU�WKDQ�IROORZLQJ�GLVWULEXWLRQ�WR�UHVLGHQW�VKDUHKROGHUV�ZKR

FXUUHQWO\�UHPLW�WD[�RQ�XQIUDQNHG�GLYLGHQGV�WKURXJK�SURYLVLRQDO�WD[�RU�RQ

DVVHVVPHQW���$Q�DOORZDQFH�ZDV�PDGH�IRU�UHIXQGV�WR�LQGLYLGXDOV�RI�H[FHVV

LPSXWDWLRQ�FUHGLWV�DULVLQJ�XQGHU�WKLV�PHDVXUH�

�� 7KH�HVWLPDWHG�JDLQ�WR�UHYHQXH�IURP�QRQ�UHVLGHQWV�ZDV�GHULYHG�E\

FRPSDULQJ�UHYHQXH�FROOHFWLRQV�XQGHU�WKH�H[LVWLQJ�GLYLGHQG�ZLWKKROGLQJ�WD[

ZLWK�WKDW�ZKLFK�ZRXOG�UHVXOW�DW�WKH�FRPSDQ\�WD[�UDWH���5HVSRQVH�HIIHFWV�ZHUH

LQFOXGHG�IRU�DQ�H[SHFWHG�ORZHU�OHYHO�RI�GLVWULEXWLRQ�RI�XQIUDQNHG�GLYLGHQGV�WR

QRQ�UHVLGHQW�HQWLWLHV���,W�ZDV�DOVR�DVVXPHG�WKDW�WKHUH�ZRXOG�EH�D�EULQJ�IRUZDUG

RI�XQIUDQNHG�GLYLGHQGV�SDLG�WR�QRQ�UHVLGHQW�SDUHQW�HQWLWLHV�SULRU�WR�WKH

LPSRVLWLRQ�RI�WKLV�PHDVXUH�

Refundable imputation credits

�� $�UHIXQG�RI�H[FHVV�LPSXWDWLRQ�FUHGLWV�ZRXOG�EH�DYDLODEOH�IRU�UHVLGHQW

LQGLYLGXDOV�DQG�FRPSO\LQJ�VXSHUDQQXDWLRQ�IXQGV�IRU�GLVWULEXWLRQV�UHFHLYHG

IURP�HQWLWLHV�LQ�WKH�QHZ�HQWLW\�WD[�V\VWHP�

�� $72�DQG�$%6�+RXVHKROG�([SHQGLWXUH�6XUYH\�GDWD�ZHUH�XVHG�WR

LGHQWLI\�UHVLGHQW�LQGLYLGXDO�WD[SD\HUV�WKDW�ZRXOG�EH�OLNHO\�WR�UHFHLYH�H[FHVV

LPSXWDWLRQ�FUHGLWV�DQG�WKHUHE\�TXDOLI\�IRU�D�UHIXQG�

�� 7KH�HVWLPDWHG�FRVW�WR�UHYHQXH�RI�WKLV�PHDVXUH�ZDV�GHULYHG�E\�WDNLQJ�WKH

GLIIHUHQFH�EHWZHHQ�WKH�HQWLW\�WD[�UDWH�DSSOLHG�RQ�H[LVWLQJ�IUDQNHG�GLVWULEXWLRQV

UHFHLYHG�E\�WKH�LQGLYLGXDOV�LGHQWLILHG�DERYH�DQG�WKHLU�PDUJLQDO�WD[�UDWHV���,Q

GRLQJ�VR��LPSXWDWLRQ�FUHGLWV�ZHUH�DSSOLHG�DIWHU�DOO�RWKHU�UHEDWHV��ZKLFK�ZHUH

DVVXPHG�WR�UHPDLQ�FRQVWDQW���$OO�UHIXQGV�ZHUH�DVVXPHG�WR�RFFXU�RQ

DVVHVVPHQW���7KH�LPSDFW�RI�DOORZLQJ�UHIXQGDEOH�LPSXWDWLRQ�FUHGLWV�RQ

GLVWULEXWLRQV�DULVLQJ�XQGHU�WKH�RWKHU�EXVLQHVV�PHDVXUHV�RXWOLQHG�LQ�$�1HZ�7D[

6\VWHP�ZHUH�LQFOXGHG�ZLWKLQ�WKH�FRVWLQJV�IRU�WKRVH�PHDVXUHV�
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Life insurers

�� 7KH�IROORZLQJ�PHDVXUHV�IRU�WKH�WD[DWLRQ�RI�OLIH�LQVXUHUV�ZHUH�SURSRVHG�LQ

$�1HZ�7D[�6\VWHP�

� 7KH�FXUUHQW�PXOWLSOH�WD[�UDWH�VWUXFWXUH�IRU�OLIH�LQVXUHUV�XQGHUWDNLQJ�OLIH

LQVXUDQFH�EXVLQHVV�WR�EH�UHSODFHG�E\�D�VLQJOH�FRPSDQ\�WD[�

� 7KH�WD[�EDVH�RI�OLIH�LQVXUHUV�WR�EH�EURDGHQHG�WR�LQFOXGH�DOO�WKHLU�IXQGV

PDQDJHPHQW��XQGHUZULWLQJ�DQG�RWKHU�SURILW�RQ�WKHLU�OLIH�LQVXUDQFH�DQG

LPPHGLDWH�DQQXLW\�EXVLQHVV�

� %RQXVHV�DVVLJQHG�WR�QHZ�OLIH�LQVXUDQFH�LQYHVWPHQW�SROLFLHV��H[FOXGLQJ�ULVN

SROLFLHV��WR�EH�WD[HG�DW�WKH�PDUJLQDO�WD[�UDWHV�RI�SROLF\KROGHUV�UHJDUGOHVV�RI

WKH�SHULRG�RI�LQYHVWPHQW�

�� 7KH�OLIH�LQVXUDQFH�HVWLPDWHV�DUH�EDVHG�XSRQ�$72�DQDO\VLV�RI�LQGXVWU\

GDWD�RQ�IHHV�DQG�FKDUJHV�DQG�LWV�RZQ�GDWD�RQ�WKH�WD[DEOH�LQFRPH�RI�OLIH

LQVXUHUV��DVVHVVDEOH�OLIH�LQVXUDQFH�ERQXV�LQFRPH��DQG�OLIH�LQVXUDQFH�UHEDWHV�

�� 7KH�HIIHFW�RI�WKH�FKDQJH�WR�WKH�SURSRVHG�FRPSDQ\�WD[�UDWH�ZDV

FRQVLGHUHG�IRU�HDFK�FODVV�RI�OLIH�LQVXUHUV·�EXVLQHVV���1RQ�FRPSO\LQJ

VXSHUDQQXDWLRQ�DQG�VKDUHKROGHUV·�FODVV�RI�EXVLQHVV�ZHUH�QRW�FRQVLGHUHG�WR�EH

VLJQLILFDQW�

�� 7KH�SRWHQWLDO�WD[�EDVH�DWWULEXWDEOH�WR�PDQDJHPHQW�IHHV�ZDV�GHULYHG�IURP

GDWD�RQ�PDQDJHPHQW�IHHV�OHYLHG�DV�D�SHUFHQWDJH�RI�WKH�DFFRXQW�EDODQFH�DQG�IODW

IHHV�FKDUJHG�DQQXDOO\�RQ�DFFRXQWV�

�� ,Q�GHWHUPLQLQJ�WKH�UHYHQXH�LPSDFW�RI�WD[LQJ�WKH�PDQDJHPHQW�IHH�LQFRPH

RI�OLIH�LQVXUHUV�LW�ZDV�DVVXPHG�WKDW�OLIH�LQVXUHUV�ZLOO�EH�DEOH�WR�FODLP�DGGLWLRQDO

GHGXFWLRQV�IRU�DVVHVVDEOH�LQFRPH�IURP�DFFRXQW�HVWDEOLVKPHQW�IHHV�DQG

PDQDJHPHQW�IHHV���7KH�UHYHQXH�HVWLPDWHV�DOVR�UHFRJQLVH�WKDW�LQGLYLGXDOV�ZLOO�EH

HQWLWOHG�WR�GHGXFWLRQV�IRU�VRPH�IHHV�SDLG�WR�OLIH�LQVXUHUV�

�� 7KH�HVWLPDWHV�IRU�WKH�SROLF\KROGHU�PHDVXUHV�UHIOHFW�WKH�GLIIHUHQW�WD[

WUHDWPHQW�WR�EH�DSSOLHG�WR�ERQXVHV�RQ�SROLFLHV�WDNHQ�RXW�EHIRUH�DQG�DIWHU�WKH

FRPPHQFHPHQW�RI�WKH�QHZ�UHJLPH�

�� 7R�HQVXUH�QR�GRXEOH�FRXQWLQJ�RI�UHYHQXH��WKH�WRWDO�QHW�WD[�FROOHFWHG�ZDV

GHULYHG�DV�WKH�VXP�RI�FRPSDQ\�WD[�SDLG�E\�OLIH�LQVXUHUV�DQG�QHW�DGGLWLRQDO�WD[

SDLG�E\�SROLF\KROGHUV��OHVV�WKH�DPRXQW�RI�UHYHQXH�SUHVHQWO\�FROOHFWHG�IURP

LQFRPH�DVVHVVDEOH�WR�SROLF\KROGHUV��QHW�RI�UHEDWHV����6LPLODUO\��WKH�UHYHQXH�JDLQ

IURP�WD[LQJ�WKH�LPPHGLDWH�DQQXLW\�EXVLQHVV�RI�OLIH�LQVXUHUV�ZDV�DGMXVWHG�WR

DYRLG�SRWHQWLDO�GRXEOH�FRXQWLQJ�ZLWK�WKH�PDQDJHPHQW�DQG�XQGHUZULWLQJ

LQFRPH�PHDVXUHV�

�� 'XULQJ�WKH�FRQVXOWDWLYH�SURFHVV�WKH�OLIH�LQVXUDQFH�LQGXVWU\�KDV�DUJXHG

WKDW�WKH�UHYHQXH�HVWLPDWHV�SXEOLVKHG�LQ�$�3ODWIRUP�IRU�&RQVXOWDWLRQ�UHODWLQJ�WR

IXQGV�PDQDJHPHQW�SURILW�ZHUH�KLJKHU�WKDQ�WKHLU�H[SHFWDWLRQV���7KH�5HYLHZ�KDV
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UHWDLQHG�LWV�RULJLQDO�EDVLV�IRU�WKH�FRVWLQJ�RI�WKLV�PHDVXUH�EHFDXVH�WKH�LQGXVWU\

KDV�EHHQ�OLPLWHG�LQ�LWV�DELOLW\�WR�SURYLGH�GHWDLOHG�PDWHULDO�WR�VXSSRUW�LWV�FODLPV�

GXH�WR�FRPPHUFLDO�VHQVLWLYLWLHV�

�� 7KLV�FRVWLQJ�H[FOXGHV�WKH�LPSDFW�RI�SURSRVHG�DPHQGPHQWV�WR�WKH

FRPPHQFHPHQW�RI�WKH�QHZ�WD[�UHJLPH�IRU�OLIH�LQVXUHUV�DQG�WKH�DSSOLFDWLRQ�RI

WKH�UHEDWH�UDWH�IRU�H[LVWLQJ�OLIH�LQVXUDQFH�LQYHVWPHQW�SROLF\KROGHUV���7KLV

FRVWLQJ�DOVR�H[FOXGHV�WKH�SURSRVHG�WUDQVLWLRQDO�PHDVXUHV�IRU�WKH�WD[DWLRQ�RI�OLIH

LQVXUHUV·�PDQDJHPHQW�IHH�LQFRPH�

Reducing the company tax rate

�� 7KH�FRVWLQJ�IRU�WKH�FRPSDQ\�UDWH�FXW�FRQVLVWV�RI�WZR�EURDG�FRPSRQHQWV�

WKH�LPSDFW�RQ�WKH�SURMHFWHG�FRPSDQ\�WD[�EDVH�LQ�WKH�DEVHQFH�RI�WKH�HQWLW\

PHDVXUHV�DQQRXQFHG�LQ�$�1HZ�7D[�6\VWHP��DQG�WKH�LPSDFW�RQ�WKH�UHYHQXH

UDLVHG�IURP�WKH�HQWLW\�PHDVXUHV�LQ�$�1HZ�7D[�6\VWHP�

Reducing the rate on the existing company tax base

�� 7KLV�LWHP�UHIOHFWV�WKH�QHW�LPSDFW�RQ�UHYHQXH�IURP�WKH�H[LVWLQJ�FRPSDQ\

WD[�EDVH�RI�UHGXFLQJ�WKH�FRPSDQ\�WD[�UDWH�IURP����SHU�FHQW�LQ�����������WR

���SHU�FHQW�LQ���������DQG����SHU�FHQW�LQ���������

�� 7KH�FRVWLQJ�LV�EDVHG�RQ�$72�GDWD�IRU�FRPSDQ\�WD[�SDLG�DQG�LPSXWDWLRQ

FUHGLWV�XWLOLVHG�E\�UHVLGHQWV�

�� 7KH�QHW�UHYHQXH�LPSDFW�RI�UHGXFLQJ�WKH�FRPSDQ\�WD[�UDWH�ZDV�HVWLPDWHG

E\�PDNLQJ�SURSRUWLRQDO�DGMXVWPHQWV�WR�WKH�YDOXH�RI�WD[�SDLG�DW�WKH�FRPSDQ\

OHYHO�DQG�WKH�YDOXH�RI�LPSXWDWLRQ�FUHGLWV�XWLOLVHG�E\�UHVLGHQWV�DQG�WKHQ�WDNLQJ

WKH�GLIIHUHQFH�RI�WKH�WZR�HVWLPDWHV�

�� 5HGXFLQJ�WKH�FRPSDQ\�WD[�UDWH�ZRXOG�LQFUHDVH�WKH�DIWHU�WD[�SURILWV�RI�D

FRPSDQ\�DQG�UHGXFH�WKH�DPRXQW�RI�IUDQNLQJ�FUHGLWV�DYDLODEOH�WR�EH�GLVWULEXWHG

WR�VKDUHKROGHUV���,Q�HVWLPDWLQJ�WKH�QHW�UHYHQXH�LPSDFW��SXEOLF�FRPSDQLHV�ZHUH

DVVXPHG�WR�GLVWULEXWH�WKH�VDPH�SURSRUWLRQ�RI�DIWHU�WD[�SURILWV�EHIRUH�DQG�DIWHU

WKH�FKDQJH�LQ�WKH�FRPSDQ\�WD[�UDWH���$�VPDOO�LQFUHDVH�LQ�UHWDLQHG�HDUQLQJV�ZDV

DVVXPHG�IRU�SULYDWH�FRPSDQLHV���,I�SXEOLF�FRPSDQLHV�ZHUH�WR�UHGXFH�WKH

SURSRUWLRQ�RI�DIWHU�WD[�SURILWV�GLVWULEXWHG�LQ�UHVSRQVH�WR�WKH�5HYLHZ·V

UHFRPPHQGDWLRQV�WKH�UHYHQXH�FRVW�RI�WKH�PHDVXUH�ZRXOG�EH�JUHDWHU�

Reducing the company tax rate on revenue from measures
proposed in ‘A New Tax System’

�� 7KLV�LWHP�UHIOHFWV�WKH�LPSDFW�RI�UHGXFLQJ�WKH�FRPSDQ\�WD[�UDWH�RQ�WKH

UHYHQXH�FROOHFWHG�IURP�WKH�PHDVXUHV�RXWOLQHG�LQ�$�1HZ�7D[�6\VWHP�

�� 7KH�UHYHQXH�ILJXUHV�ZHUH�GHULYHG�IURP�WKH�PRGHOV�XVHG�WR�SURGXFH�WKH

FRVWLQJV�IRU�WKH�PHDVXUHV�LQ�$�1HZ�7D[�6\VWHP���7KH�UHYHQXH�HVWLPDWHV
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UHSRUWHG�IRU�WKHVH�PHDVXUHV�GR�QRW�DOZD\V�YDU\�LQ�SURSRUWLRQ�WR�WKH�UHGXFWLRQ

LQ�WKH�FRPSDQ\�WD[�UDWH�

�� ,Q�WKH�FDVH�RI�WKH�FRVWLQJ�IRU�WD[LQJ�WUXVWV�DV�FRPSDQLHV�DQ�DGMXVWPHQW

ZDV�DOVR�PDGH�WR�UHIOHFW�D�OLNHO\�UHGXFWLRQ�LQ�WKH�DPRXQW�RI�WD[�SUHIHUUHG

LQFRPH�GLVWULEXWHG�IURP�WUXVWV�DV�D�UHVXOW�RI�WKH�LQYHVWPHQW�EDVH�EURDGHQLQJ

PHDVXUHV�

�� �,Q�WKH�FDVH�RI�WKH�HVWLPDWHV�IRU�OLIH�LQVXUHUV��WKLV�UHIOHFWV�WKH�IDFW�WKDW�WKH

UHYHQXH�UDLVHG�XQGHU�WKH�SURSRVDOV�UHSRUWHG�LQ�$�1HZ�7D[�6\VWHP�LV�QRW�HQWLUHO\

WKH�UHVXOW�RI�EDVH�EURDGHQLQJ�

Table 24.3 Revenue from changes to taxation of investments
1999-00

$m

2000-01

$m

2001-02

$m

2002-03

$m

2003-04

$m

2004-05

$m

Company tax rate (%) 36 34 30 30 30 30

Removal of
accelerated
depreciation

40 1,150 2,220 2,300 2,610 2,550

Other changes to taxation of investments

Allowing pooling of
depreciable assets
costing less than $1,000 30 410 40 -80 -180

Amended
depreciation
arrangements for luxury
cars

-10 -10 -20 -20

Depreciation of new
buildings and structures
under general regime -10 -30 -50 -60 -70

Effective life
depreciation for mining
and quarrying 20 30 40 50

Removal of balancing
charge rollover 20 440 340 170 80 0

Taxation of rights -20 -90 -80 -90 -90 -90

Recognition of
blackhole expenditure -40 -70 -90 -110 -130

Overburden removal in
mining industry 50 30 30 30

Addressing lease
assignments 10 40 50 70 70

Accruals taxation of
financial arrangements 20 60 0 10 10

Removing ability to
transfer mining losses 30 40 40 40 40

Revenue from other
changes to taxation of
investments 10 390 770 120 -100 -300

Revenue from changes
to taxation of
investments 50 1,540 2,990 2,420 2,520 2,260
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Investment measures

�� 7DEOH������SURYLGHV�GHWDLOV�RI�WKH�FRVWLQJ�RI�DOO�LQYHVWPHQW�PHDVXUHV�

7KH�UHPRYDO�RI�DFFHOHUDWHG�GHSUHFDWLRQ�LV�WR�DVVLVW�IXQGLQJ�RI�WKH�FRPSDQ\�WD[

UDWH�UHGXFWLRQ���7KH�5HYLHZ�EHOLHYHV�WKLV�SDFNDJH�UHSUHVHQWV�D�PRUH�HIILFLHQW

DQG�FRQVLVWHQW�DSSURDFK�WR�WKH�WD[DWLRQ�RI�LQYHVWPHQWV�

Removal of accelerated depreciation

�� $FFHOHUDWHG�GHSUHFLDWLRQ�LV�UHFRPPHQGHG�WR�EH�UHPRYHG�DV�RI�WKH�GDWH

RI�DQQRXQFHPHQW���)RU�EXVLQHVVHV�ZLWK�D�WXUQRYHU�RI�OHVV�WKDQ����PLOOLRQ��ZKR

HOHFW�WR�XVH�WKH�VLPSOLILHG�WD[�V\VWHP��DFFHOHUDWHG�GHSUHFLDWLRQ�LV�UHFRPPHQGHG

WR�EH�UHPRYHG�DV�RI���-XO\������EXW�ZLWK�WKH�UHPRYDO�WR�DSSO\�WR�WKH�ZULWWHQ

GRZQ�YDOXH�DW�WKDW�WLPH�RI�DOO�DVVHWV�DFTXLUHG�DIWHU�WKH�GDWH�RI�DQQRXQFHPHQW�

�� 7KH�UHYHQXH�HVWLPDWHV�DUH�EDVHG�RQ�$72�GDWD�IRU�GHSUHFLDEOH�DVVHWV

SXUFKDVHG�DQG�$%6�LQYHVWPHQW�DQG�FDSLWDO�VWRFN�GDWD���7KH�GHSUHFLDEOH�DVVHWV

EDVH�ZDV�DGMXVWHG�IRU�WKH�LPSDFW�RI�LQGLUHFW�WD[�UHIRUP�RQ�WKH�SULFH�RI

LQYHVWPHQW�JRRGV�DQG�IRU�D�EULQJ�IRUZDUG�RI�VRPH�H[SHQGLWXUH�RQ�GHSUHFLDEOH

DVVHWV�LQ�DQWLFLSDWLRQ�RI�WKH�SRVVLEOH�UHPRYDO�RI�DFFHOHUDWHG�GHSUHFLDWLRQ�

�� 7KH�UHYHQXH�HVWLPDWHV�ZHUH�GHULYHG�E\�FRPSDULQJ�WKH�GLIIHUHQFH�LQ�WKH

DPRXQW�RI�GHSUHFLDWLRQ�WKDW�ZRXOG�EH�FODLPHG�XQGHU�WKH�H[LVWLQJ�GHSUHFLDWLRQ

UHJLPH�ZLWK�WKDW�XQGHU�DQ�HIIHFWLYH�OLIH�UHJLPH�

�� 'XH�WR�DQ�DEVHQFH�RI�GHWDLOHG�GDWD�RQ�WKH�GLVWULEXWLRQ�RI�DVVHWV�E\

HIIHFWLYH�OLIH��DQ�DVVXPHG�GLVWULEXWLRQ�RI�DVVHWV�ZDV�GHULYHG�XVLQJ�WKH

&RPPLVVLRQHU·V�VFKHGXOH�RI�HIIHFWLYH�OLYHV�RI�DVVHWV���7KH�DVVXPHG�GLVWULEXWLRQ

RI�DVVHWV�ZDV�EHQFKPDUNHG�WR�KDYH�DQ�DYHUDJH�HIIHFWLYH�OLIH�HTXDO�WR�WKH�$%6

DYHUDJH�DJH�RI�SULYDWH�VHFWRU�SODQW�DQG�HTXLSPHQW�

�� 7KH�SURSRUWLRQ�RI�GHSUHFLDEOH�DVVHWV�YDOXHG�XVLQJ�WKH�GLPLQLVKLQJ�YDOXH

PHWKRG��UDWKHU�WKDQ�WKH�SULPH�FRVW�PHWKRG��ZDV�DVVXPHG�WR�EH�DURXQG

���SHU�FHQW���,I�D�KLJKHU�SURSRUWLRQ�KDG�EHHQ�DVVXPHG�WKH�HVWLPDWHG�UHYHQXH

JDLQV�IURP�UHPRYLQJ�DFFHOHUDWHG�GHSUHFLDWLRQ��RYHU�WKH�SHULRG�UHSRUWHG��ZRXOG

EH�KLJKHU�

�� 7KH�LPSDFW�RQ�UHYHQXH�RI�GHOD\LQJ�UHPRYDO�IRU�VPDOO�EXVLQHVV�ZDV

HVWLPDWHG�VHSDUDWHO\�E\�GHILQLQJ�D�VHSDUDWH�DVVHW�EDVH�IRU�VPDOO�EXVLQHVVHV���7KH

GLIIHUHQFH�LQ�UHYHQXH�LV�UHSRUWHG�DV�SDUW�RI�WKH�VPDOO�EXVLQHVV�PHDVXUHV�

Replace $300 immediate write-off with $1,000 pooling
using a 37.5 per cent depreciated value rate

�� ,PPHGLDWH�GHGXFWLELOLW\�IRU�GHSUHFLDEOH�DVVHWV�ZLWK�D�YDOXH�RI�OHVV�WKDQ

�����LV�WR�EH�UHSODFHG�ZLWK�D������SHU�FHQW�GHFOLQLQJ�EDODQFH�RU�GHSUHFLDWHG
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YDOXH�ZULWH�RII�UDWH�IRU�DOO�GHSUHFLDEOH�DVVHWV�ZRUWK�OHVV�WKDQ��������DV�RI

��-XO\������

�� 7KH�UHYHQXH�HVWLPDWHV�DUH�EDVHG�RQ�$72�GDWD�RQ�SXUFKDVHV�RI

GHSUHFLDEOH�DVVHWV�DQG�$%6�GDWD�RQ�SODQW�DQG�HTXLSPHQW�

�� 7KH�UHYHQXH�HVWLPDWHV�ZHUH�GHULYHG�E\�HVWLPDWLQJ�WKH�GLIIHUHQFH�EHWZHHQ

WKH�HVWLPDWHG�DPRXQW�RI�UHYHQXH�FROOHFWHG�IURP�WKH�UHPRYDO�RI�WKH�����

LPPHGLDWH�ZULWH�RII�UXOH�DQG�WKH�HVWLPDWHG�UHYHQXH�FRVW�RI�WKH�SURSRVHG

�������DVVHW�SRRO�

�� 'XH�WR�DQ�DEVHQFH�RI�GHWDLOHG�GDWD�RQ�WKH�GLVWULEXWLRQ�RI�DVVHWV�E\

HIIHFWLYH�OLIH��DQ�DVVXPHG�GLVWULEXWLRQ�RI�DVVHWV�ZDV�GHULYHG���,W�ZDV�DVVXPHG

WKDW�ORZ�YDOXH�GHSUHFLDEOH�DVVHWV�KDYH�D�ORZHU�DYHUDJH�HIIHFWLYH�OLIH�WKDQ�KLJKHU

YDOXH�DVVHWV���+HQFH��WKH�SURILOH�RI�DVVHW�OLYHV�ZDV�VNHZHG�WRZDUG�VKRUWHU

HIIHFWLYH�OLIH�DVVHWV�UHODWLYH�WR�WKH�DVVXPHG�SURILOH�IRU�DOO�GHSUHFLDEOH�DVVHWV���,W

ZDV�DOVR�DVVXPHG�WKDW�WKH�HIIHFWLYH�OLYHV�RI�DVVHWV�IDOOLQJ�XQGHU�WKH�FXUUHQW

�����OLPLW�ZDV�VKRUWHU�WKDQ�WKRVH�YDOXHG�DW�OHVV�WKDQ����������7KLV�DVVXPSWLRQ

H[SODLQV�WKH�UHODWLYHO\�ODUJH�WUDQVLWLRQDO�JDLQ�WR�UHYHQXH�LQ���������

�� 7KH�UHYHQXH�LPSDFW�RI�LPSOHPHQWLQJ�WKH��������DVVHW�SRRO�LV�HVWLPDWHG

UHODWLYH�WR�WKH�FXUUHQW�H[SHQVLQJ�RI�DVVHWV�DFTXLUHG�IRU�OHVV�WKDQ������DQG�WKH

FRVWLQJ�EHQFKPDUN�VHW�E\�HIIHFWLYH�OLIH�WUHDWPHQW�RI�DVVHWV�DFTXLUHG�IRU

EHWZHHQ������DQG��������

�� $OWKRXJK�WKH�FRVWLQJ�LV�EDVHG�RQ�WD[DWLRQ�GDWD��LW�UHOLHV�RQ�VHYHUDO�NH\

DVVXPSWLRQV�RQ�WKH�DVVHW�OLIH�GLVWULEXWLRQ�RI�ORZ�FRVW�GHSUHFLDEOH�DVVHWV���7KH

HVWLPDWHV�DUH�VHQVLWLYH�WR�WKHVH�SDUWLFXODU�DVVXPSWLRQV�

Effective life depreciation for new buildings and structures

�� )RU�UHVLGHQWLDO�DQG�QRQ�UHVLGHQWLDO�EXLOGLQJV�WKH�H[LVWLQJ�GHSUHFLDWLRQ

DUUDQJHPHQWV�DUH�WR�EH�UHSODFHG�ZLWK�DQ�HIIHFWLYH�OLIH�UHJLPH�DV�RI���-XO\������

7KH�QHZ�DUUDQJHPHQWV�ZLOO�RQO\�DSSO\�WR�EXLOGLQJV�FRQVWUXFWHG�DIWHU

��-XO\������

�� 7KH�UHYHQXH�HVWLPDWHV�DUH�EDVHG�RQ�$%6�GDWD�RQ�QRQ�UHVLGHQWLDO�DQG

UHVLGHQWLDO�QHZ�FRQVWUXFWLRQ�DQG�LPSURYHPHQWV���7KH\�ZHUH�GHULYHG�E\

FRPSDULQJ�WKH�GLIIHUHQFH�EHWZHHQ�WKH�DPRXQW�RI�UHYHQXH�IRUJRQH�KDG�WKH

H[LVWLQJ�GHSUHFLDWLRQ�DUUDQJHPHQWV�IRU�QHZ�EXLOGLQJV�DQG�VWUXFWXUHV�UHPDLQHG�

ZLWK�WKH�UHYHQXH�FRVW�RI�DQ�HIIHFWLYH�OLIH�UHJLPH�IRU�QHZ�EXLOGLQJV�DQG

VWUXFWXUHV�

�� 'HWDLOHG�LQIRUPDWLRQ�RQ�WKH�GLVWULEXWLRQ�RI�GHSUHFLDEOH�EXLOGLQJV�DQG

VWUXFWXUHV�E\�HIIHFWLYH�OLIH�LV�QRW�DYDLODEOH�IURP�$%6�VWDWLVWLFV���7KH�HVWLPDWHV

DVVXPH�WKDW��UHODWLYH�WR�WKH�SURSRVHG�GHSUHFLDWHG�YDOXH�SULPH�FRVW�HIIHFWLYH

OLIH�GHSUHFLDWLRQ�UHJLPH��H[LVWLQJ�SULPH�FRVW�GHSUHFLDWLRQ�DUUDQJHPHQWV�DUH
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JHQHURXV�IRU�UHVLGHQWLDO�EXLOGLQJV�EXW�OHVV�JHQHURXV�IRU�QRQ�UHVLGHQWLDO

EXLOGLQJV�DQG�VWUXFWXUHV�

�� $OWKRXJK�WKH�HVWLPDWH�LV�EDVHG�RQ�$%6�GDWD��LW�UHOLHV�RQ�VHYHUDO�NH\

DVVXPSWLRQV�RQ�WKH�DVVXPHG�DVVHW�OLIH�GLVWULEXWLRQ�RI�GHSUHFLDEOH�EXLOGLQJV�DQG

VWUXFWXUHV�

Remove balancing charge rollovers

�� 7KH�EDODQFLQJ�FKDUJH�UROORYHU�SURYLVLRQV�IRU�SODQW�DQG�HTXLSPHQW�DUH

UHFRPPHQGHG�WR�EH�DEROLVKHG�DV�RI�WKH�GDWH�RI�DQQRXQFHPHQW�IRU�EXVLQHVVHV

ZLWK�D�WXUQRYHU�RI����PLOOLRQ�RU�PRUH���)RU�EXVLQHVVHV�ZLWK�D�WXUQRYHU�RI�OHVV

WKDQ����PLOOLRQ��EDODQFLQJ�FKDUJH�UROORYHUV�DUH�UHFRPPHQGHG�WR�EH�UHPRYHG

IURP���-XO\������

�� 5HYHQXH�HVWLPDWHV�DUH�EDVHG�RQ�$72�GDWD�RQ�SXUFKDVHV�RI�QHW

GHSUHFLDEOH�DVVHWV�

�� 5HPRYDO�RI�EDODQFLQJ�FKDUJH�UROORYHUV�IRU�GHSUHFLDEOH�DVVHWV�ZDV

PRGHOOHG�XVLQJ�IRXU�FODVVHV�RI�GHSUHFLDEOH�DVVHWV�³�ZLWK�DYHUDJH�HIIHFWLYH�OLYHV

RI����������DQG����\HDUV���7KHVH�DVVHWV�ZHUH�DVVXPHG�WR�EH�GLVSRVHG�RI�WZR

\HDUV�SULRU�WR�WKH�HQG�RI�WKHLU�HIIHFWLYH�OLYHV���,Q�DGGLWLRQ��WZR�FDWHJRULHV�RI

SDVVHQJHU�PRWRU�YHKLFOHV�ZHUH�PRGHOOHG�³�WKRVH�VROG�DIWHU�WKUHH�\HDUV�DQG

WKRVH�VROG�DIWHU�ILYH�\HDUV���&RPSDQLHV�ZHUH�DVVXPHG�WR�DFFRXQW�IRU�PRVW�XVH

RI�EDODQFLQJ�FKDUJH�UROORYHUV�

�� 7KLV�FRVWLQJ�LV�DOVR�EDVHG�RQ�DQ�DVVXPSWLRQ�WKDW�DFFHOHUDWHG�GHSUHFLDWLRQ

LV�UHPRYHG�IRU�DOO�EXVLQHVVHV���8QGHU�HIIHFWLYH�OLIH�GHSUHFLDWLRQ��WKH�EDODQFLQJ

FKDUJH�UROORYHU�LV�DVVXPHG�WR�EH�ODUJHO\�LUUHOHYDQW�EHFDXVH�WKH�WD[�ZULWWHQ�GRZQ

YDOXH�RI�D�GHSUHFLDEOH�DVVHW�DQG�LWV�PDUNHW�YDOXH��RQ�DYHUDJH�DFURVV�DOO�DVVHWV�

ZRXOG�EH�WKH�VDPH���+HQFH��WKH�HVWLPDWH�RQO\�UHIOHFWV�WKH�LPSDFW�RI�LPSRVLQJ

EDODQFLQJ�FKDUJHV�RQ�DVVHWV�DFTXLUHG�SULRU�WR�WKH�GDWH�RI�DQQRXQFHPHQW�

��� 7KHVH�UHYHQXH�HVWLPDWHV�DUH�SDUWLFXODUO\�VHQVLWLYH�WR�WKH�DVVXPSWLRQV

FRQFHUQLQJ�WKH�WLPLQJ�RI�GLVSRVDO�RI�DVVHWV�DQG�KRZ�UHSUHVHQWDWLYH�ZHUH�WKH

DVVHW�FODVVHV�PRGHOOHG�

��� 7KH�LPSDFW�RQ�UHYHQXH�RI�GHOD\LQJ�UHPRYDO�IRU�VPDOO�EXVLQHVVHV�ZDV

HVWLPDWHG�VHSDUDWHO\��WDNLQJ�LQWR�DFFRXQW�WKH�DVVHW�EDVH�DQG�HIIHFWLYH�OLIH�SURILOH

RI�DVVHWV�KHOG�E\�WKRVH�EXVLQHVVHV�

Blackhole expenditures

��� %ODFNKROH�H[SHQGLWXUHV�DUH�WR�EH�HLWKHU�LQFOXGHG�LQ�WKH�WD[�YDOXH�RI�DQ

DVVHW��LPPHGLDWHO\�GHGXFWLEOH�RU�GHGXFWLEOH�RYHU�WKH�UHOHYDQW�OLIH�RI�WKH�DVVHW�RU

D���\HDU�VWDWXWRU\�SHULRG�³�GHSHQGLQJ�XSRQ�WKH�QDWXUH�RI�WKH�H[SHQVH�
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��� 7KH�FRVWLQJ�LV�EDVHG�RQ�GDWD�IURP�WKH������0LQHUDOV�&RXQFLO�RI

$XVWUDOLD�VXUYH\�RI�LWV�PHPEHUV�UHODWLQJ�WR�QRQ�GHGXFWLEOH�EXVLQHVV

H[SHQGLWXUH���,Q�HVWLPDWLQJ�WKH�WRWDO�H[SHQGLWXUH�EDVH�DIIHFWHG�E\�WKLV�PHDVXUH�

���SHU�FHQW�RI�QRQ�GHGXFWLEOH�H[SHQGLWXUHV�DUH�DVVXPHG�WR�EH�EODFNKROH

H[SHQGLWXUHV�ZLWK�WKH�PLQHUDOV�LQGXVWU\�GDWD�DVVXPHG�WR�DFFRXQW�IRU

���SHU�FHQW�RI�DOO�H[SHQGLWXUH�RI�WKLV�W\SH�DW�WKH�WUXVW�FRPSDQ\�OHYHO���$Q

DGGLWLRQDO�FRPSRQHQW�WR�WKLV�FRVWLQJ�ZDV�LQFOXGHG�LQ�UHVSHFW�RI�VWDUW�XS�FRVWV

IRU�QHZ�EXVLQHVVHV���2WKHU�EODFNKROH�H[SHQGLWXUHV�DUH�LQFOXGHG�LQ�WKH�FRVWLQJ

IRU�WKH�WD[DWLRQ�RI�ULJKWV�

��� ,Q�GHWHUPLQLQJ�WKH�WLPLQJ�RI�WKH�UHYHQXH�FRQVHTXHQFHV�RI�WKLV

UHFRPPHQGDWLRQ��RQH�WKLUG�RI�WKH�WRWDO�H[SHQGLWXUH�ZDV�DVVXPHG�WR�EH

LQFOXGHG�LQ�WKH�WD[�YDOXHV�RI�DVVHWV��RQH�WKLUG�ZRXOG�EH�LPPHGLDWHO\�GHGXFWLEOH�

DQG�RQH�WKLUG�ZRXOG�EH�ZULWWHQ�RII�RYHU�D�GHILQHG�RU�VWDWXWRU\�SHULRG�

��� 7KHVH�DVVXPSWLRQV�ZHUH�QHFHVVDU\�GXH�WR�WKH�ODFN�RI�KDUG�LQIRUPDWLRQ

DERXW�WKHVH�H[SHQGLWXUHV���7KH�UHYHQXH�HVWLPDWHV�DUH�VHQVLWLYH�WR�WKH

DVVXPSWLRQV�PDGH�

Replacing immediate deductibility for overburden removal
in the mining industry

��� ,PPHGLDWH�GHGXFWLELOLW\�IRU�UHPRYDO�RI�RYHUEXUGHQ�LV�WR�EH�UHSODFHG�ZLWK

FRVW�DEVRUSWLRQ�DV�RI���-XO\������

��� $72�GDWD�RQ�PLQLQJ�LQGXVWU\�GHGXFWLRQV�DQG�WKH������0LQHUDOV

,QGXVWU\�6XUYH\�ZHUH�WKH�EDVLV�IRU�WKH�UHYHQXH�HVWLPDWHV�

��� 7KH�UHYHQXH�HVWLPDWHV�ZHUH�GHULYHG�E\�FRPSDULQJ�WKH�GLIIHUHQFH

EHWZHHQ�WKH�DPRXQW�RI�UHYHQXH�KDG�LPPHGLDWH�GHGXFWLELOLW\�UHPDLQHG��ZLWK

H[SHFWHG�UHYHQXH�FROOHFWLRQV�KDG�WKUHH�TXDUWHUV�RI�H[LVWLQJ�GHGXFWLRQV�EHHQ

DPRUWLVHG�RYHU�DQ�DVVXPHG�DYHUDJH�OLIH�RI�D�PLQH�RI���WR����\HDUV�DQG�WKH

UHPDLQGHU�FRQWLQXHG�WR�EH�LPPHGLDWHO\�GHGXFWLEOH�

��� 'XH�WR�DQ�DEVHQFH�RI�GHWDLOHG�$72�GDWD�RQ�WKH�FRVW�RI�RYHUEXUGHQ

GHGXFWLRQV��WKH�HVWLPDWHV�DUH�LQGLFDWLYH�RQO\���7KH�HVWLPDWH�LV�VHQVLWLYH�WR�WKH

DVVXPSWLRQ�RQ�WKH�DYHUDJH�OLIH�RI�PLQHV���7KH�HVWLPDWH�DVVXPHV�WKDW

GHGXFWLRQV�DUH�ZULWWHQ�RII�XVLQJ�WKH�SULPH�FRVW�PHWKRG�³�WKH�HVWLPDWHV�DUH

QRW�VHQVLWLYH�WR�WKLV�DVVXPSWLRQ�

Addressing lease assignments

��� 7KLV�PHDVXUH�HQVXUHV�WKH�IXOO�FRQVLGHUDWLRQ�IURP�WKH�DVVLJQPHQW�RI

OHDVHV�LV�LQFOXGHG�LQ�DVVHVVDEOH�LQFRPH�IURP����)HEUXDU\������
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��� 7KH�WD[�EDVH�IRU�WKLV�PHDVXUH�ZDV�GHULYHG�IURP�$%6�GDWD�DQG�GDWD�IURP

WKH�$XVWUDOLDQ�(TXLSPHQW�/HDVLQJ�$VVRFLDWLRQ���,W�ZDV�DVVXPHG�WKDW���SHU�FHQW

RI�DOO�ILQDQFH�OHDVHV�DQG����SHU�FHQW�RI�OHYHUDJHG�OHDVHV�DUH�FXUUHQWO\�DVVLJQHG�

��� 7KH�UHYHQXH�LPSOLFDWLRQV�RI�DGGUHVVLQJ�WKH�DVVLJQPHQW�RI�OHDVHV�ZHUH

GHULYHG�E\�FRPSDULQJ�WKH�WD[�RXWFRPHV�LI�OHDVHV�DUH�DVVLJQHG�ZLWK�WKH

RXWFRPHV�LI�WKH�VDPH�OHDVHV�DUH�QRW�DVVLJQHG��IROORZLQJ�WKH�LQWURGXFWLRQ�RI�WKH

PHDVXUH���+DOI�RI�WKH�OHDVHV�DUH�DVVXPHG�WR�EH�DVVLJQHG�WR�HQWLWLHV�SD\LQJ�WD[�DW

���SHU�FHQW�DQG�WKH�RWKHU�KDOI�DUH�DVVLJQHG�WR�HIIHFWLYHO\�WD[�H[HPSW�HQWLWLHV�

7KH�UHYHQXH�LPSOLFDWLRQV�ZHUH�PRGHOOHG�RQ�WKH�EDVLV�RI�UHSUHVHQWDWLYH�OHDVHV

ZLWK�DQ�DYHUDJH�HIIHFWLYH�OLIH�RI����\HDUV�WKDW�DUH�DVVLJQHG�DW�WKH�HQG�RI�WKH

VL[WK�\HDU�

Table 24.4 Revenue from changes to taxation of income from entities
1999-00

$m

2000-01

$m

2001-02

$m

2002-03

$m

2003-04

$m

2004-05

$m

Company tax rate (%) 36 34 30 30 30 30

Special tax regime for
collective investment
vehicles -60 -150 -110 -110 -100

Refunding imputation
credits during year -200 50 -10 -10 -10

Taxing unfranked inter-
entity distributions -60 40 -150 -140 -120 -130

Allowing imputation
credits for foreign DWT -260 -180 -190 -200

Tightening thin
capitalisation rules
for non-resident
investments in Australia 20 400 290 340 330

Introducing gearing
rules for Australian
companies with
overseas investments 10 110 60 80 70

Changes to timing of
taxation of life insurers -180 40

Transitional
arrangements for
taxation of
management fees in
respect of existing life
insurance policies -110 -110 -110 -90 -90

Consolidation of losses
in acquired companies -210 -360 -370 -280 -300

Value shifting and loss
duplication measures
in groups 40 70 80 80 90

Imposing capital gains
tax on sale of
non-resident interposed
entities which own
Australian assets 40 40 50 50

Revenue from changes
to taxation of income
from entities
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-60 -660 -360 -410 -240 -290

Entity measures

��� 7DEOH������VHWV�RXW�WKH�UHYHQXH�LPSDFW�RI�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV

LQ�UHVSHFW�RI�WKH�WD[DWLRQ�RI�LQFRPH�IURP�HQWLWLHV���7KH�ILUVW�WKUHH�PHDVXUHV�DUH

UHYHQXH�FRVWV�UHIOHFWLQJ�FKDQJHV�WR�PHDVXUHV�RULJLQDOO\�DQQRXQFHG�LQ�$�1HZ

7D[�6\VWHP���$OORZLQJ�LPSXWDWLRQ�FUHGLWV�IRU�IRUHLJQ�':7�LPSRVHV�D

VLJQLILFDQW�UHYHQXH�FRVW�EXW�LV�DQ�LPSRUWDQW�UHIRUP�LQ�VXSSRUW�RI�WKH�LQFUHDVLQJ

JOREDOLVDWLRQ�RI�WKH�$XVWUDOLDQ�HFRQRP\���7KH�WKLQ�FDSLWDOLVDWLRQ�DQG�JHDULQJ

UXOHV�DUH�GLUHFWHG�DW�HQVXULQJ�WKDW�LQFRPH�VXEMHFW�WR�$XVWUDOLDQ�WD[�FDQQRW�EH

DUWLILFLDOO\�UHGXFHG���7KH�FRQVROLGDWLRQ�PHDVXUHV�UHIOHFW�ERWK�D�PRUH�JHQHURXV

WUHDWPHQW�RI�ORVVHV�ERXJKW�LQWR�FRQVROLGDWHG�JURXSV�DQG�WKH�LQWHJULW\�EHQHILWV

RI�WKH�FRQVROLGDWLRQ�UHJLPH�

A specific flow-through regime for collective investment
vehicles

��� :LGHO\�KHOG�WUXVWV�WKDW�PHHW�WKH�GHILQLWLRQ�RI�FROOHFWLYH�LQYHVWPHQW

YHKLFOHV��&,9V��DUH�WR�EH�H[FOXGHG�IURP�WKH�QHZ�HQWLW\�WD[�V\VWHP�

��� 7D[DEOH�LQFRPH�ZLOO�IORZ�WKURXJK�WKH�&,9�DQG�EH�WD[HG�LQ�WKH�KDQGV�RI

WKH�PHPEHU���'LVWULEXWLRQV�RI�WD[�SUHIHUUHG�LQFRPH�ZLOO�QRW�EH�WD[HG���7KH�WD[

YDOXH�RI�D�PHPEHU·V�LQWHUHVW�LQ�D�&,9�ZLOO�EH�UHGXFHG�ZKHQ�D�GLVWULEXWLRQ�WKDW

GRHV�QRW�H[WLQJXLVK�PHPEHUVKLS�LQWHUHVWV�LV�PDGH�IURP�RWKHU�WKDQ�WD[DEOH

LQFRPH�RU�DFFXPXODWHG�WD[DEOH�DPRXQWV�³�XQOHVV�WKH�GLVWULEXWLRQ�FRQVLVWV�RI

SHUPDQHQW�WD[�SUHIHUUHG�LQFRPH�VXFK�DV�WD[�H[HPSW�LQFRPH�UHFHLYHG�E\�WKH

&,9�IURP�D�3RROHG�'HYHORSPHQW�)XQG�

��� 7KH�UHYHQXH�HVWLPDWH�FRQVLVWV�RI�WZR�FRPSRQHQWV���7KH�ILUVW�LV�WKH�FRVW

RI�H[FOXGLQJ�&,9V�IURP�WKH�HQWLW\�WD[�V\VWHP���7KH�VHFRQG�LV�WKH�FRVW�RI

DOORZLQJ�WD[�SUHIHUUHG�LQFRPH�RI�&,9V�WR�EH�WD[�IUHH�ZKHQ�GLVWULEXWHG�WR�XQLW

KROGHUV�

��� 7KH�UHYHQXH�JDLQ�IURP�WD[LQJ�WUXVWV�OLNH�FRPSDQLHV�H[FOXVLYH�RI�&,9V

ZDV�HVWLPDWHG���7KH�GLIIHUHQFH�EHWZHHQ�WKH�FRVWLQJ�RI�WKH�RULJLQDO�SURSRVDO�IRU

WD[LQJ�WUXVWV�DV�FRPSDQLHV�DW�WKH�UHFRPPHQGHG�FRPSDQ\�WD[�UDWH��DQG�WKH

FRVWLQJ�H[FOXVLYH�RI�&,9V�LV�WKH�FRVW�RI�H[FOXGLQJ�&,9V�IURP�WKH�QHZ�HQWLW\�WD[

V\VWHP�

��� $72�GDWD�ZHUH�XVHG�WR�HVWLPDWH�WKH�SURSRUWLRQ�RI�DOO�WUXVW�WD[DEOH

LQFRPH�GLVWULEXWHG�WR�LQGLYLGXDOV�IURP�HQWLWLHV�OLNHO\�WR�PHHW�WKH�&,9�FULWHULD�

,Q�WKH�DEVHQFH�RI�$72�GDWD�RQ�WKH�DPRXQW�RI�WD[�SUHIHUHQFHV�WKDW�DUH

GLVWULEXWHG�IURP�&,9V��DQ�LQGLFDWLYH�DVVHVVPHQW�ZDV�PDGH�EDVHG�RQ

LQIRUPDWLRQ�IRU�WKH�OLVWHG�SURSHUW\�WUXVW�LQGXVWU\�
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��� $GGLWLRQDOO\��WKH�SURSRUWLRQ�RI�GLVWULEXWLRQV�VRXUFHG�IURP�UHWXUQV�RI

FRQWULEXWHG�FDSLWDO�DQG�SHUPDQHQW�DQG�WHPSRUDU\�WD[�SUHIHUHQFHV�ZHUH

HVWLPDWHG�EDVHG�RQ�LQGXVWU\�LQIRUPDWLRQ�RI�&,9�LQYHVWPHQW�DFWLYLWLHV���7KLV

DOORZHG�DQ�HVWLPDWH�WR�EH�PDGH�RI�WKH�UHYHQXH�FRVW�RI�DOORZLQJ�GLVWULEXWLRQV�RI

WD[�SUHIHUUHG�LQFRPH�WR�EH�WD[�IUHH�LQ�WKH�KDQGV�RI�XQLW�KROGHUV�

��� 5HYHQXH�IURP�&,9�GLVWULEXWLRQV�WR�VXSHUDQQXDWLRQ�IXQGV�ZDV�DVVXPHG

WR�EH�XQFKDQJHG�RQ�WKH�EDVLV�WKDW�VXSHUDQQXDWLRQ�IXQGV�ZRXOG�YDU\�GRZQ�WKHLU

WD[�LQVWDOPHQWV�WR�DFFRXQW�IRU�H[FHVV�LPSXWDWLRQ�FUHGLWV�UHFHLYHG�LQ�UHVSHFW�RI

WUXVW�GLVWULEXWLRQV���+HQFH��WKH�HVWLPDWH�RQO\�UHIOHFWV�WKH�LPSDFW�RI�WKH�FKDQJHG

WUHDWPHQW�RQ�GLVWULEXWLRQV�WR�LQGLYLGXDOV�

Taxing unfranked inter-entity distributions

��� 7KLV�PHDVXUH�ZLOO�LPSRVH�WD[�DW�WKH�HQWLW\�WD[�UDWH�RQ�XQIUDQNHG

GLYLGHQGV�SDLG�EHWZHHQ�QRQ�FRQVROLGDWHG�HQWLWLHV��7KH�WD[��ZKHUH�DSSOLFDEOH��LV

SDLG�E\�WKH�UHFHLYLQJ�HQWLW\���7KH�SD\PHQW�RI�XQIUDQNHG�GLYLGHQGV�WR

QRQ�UHVLGHQW�VKDUHKROGHUV�ZLOO�UHPDLQ�VXEMHFW�WR�WKH�H[LVWLQJ�QRQ�UHVLGHQW

GLYLGHQG�ZLWKKROGLQJ�WD[�

��� $72�GDWD�ZHUH�XVHG�WR�HVWLPDWH�WKH�DPRXQW�RI�XQIUDQNHG�GLYLGHQGV

SDLG�WR�SXEOLF�FRPSDQLHV�IURP�ERWK�SXEOLF�DQG�SULYDWH�FRPSDQLHV��SULYDWH

FRPSDQLHV�DUH�DOUHDG\�VXEMHFW�WR�WD[�RQ�XQIUDQNHG�GLVWULEXWLRQV�WKH\�UHFHLYH��

DQG�WKH�DPRXQW�RI�XQIUDQNHG�GLYLGHQGV�SDLG�WR�QRQ�UHVLGHQWV���$Q�LQGLFDWLYH

DVVHVVPHQW�RI�WKH�DPRXQW�RI�WUXVW�WD[�SUHIHUHQFHV�GLVWULEXWHG�WR�RWKHU�HQWLWLHV

ZDV�PDGH�XVLQJ�$72�WUXVW�GDWD�DQG�GDWD�IURP�WKH�OLVWHG�SURSHUW\�WUXVW

LQGXVWU\�

��� 7KH�PHDVXUH�LV�FRVWHG�UHODWLYH�WR�WKH�UHYHQXH�HVWLPDWHG�WR�DULVH�XQGHU

WKH�GHIHUUHG�FRPSDQ\�WD[�PHDVXUH�DW�WKH�UHFRPPHQGHG�FRPSDQ\�WD[�UDWHV�

7KH�FRVW�WR�UHYHQXH�DULVHV�PDLQO\�EHFDXVH�WKLV�PHDVXUH��XQOLNH�WKH�GHIHUUHG

FRPSDQ\�WD[��GRHV�QRW�LPSRVH�DGGLWLRQDO�WD[�RQ�GLVWULEXWLRQV�WR�QRQ�UHVLGHQWV�

7KH�UHPDLQGHU�RI�WKH�FRVW�DULVHV�IURP�WD[LQJ�UHVLGHQW�WD[SD\HUV�XSRQ�UHFHLSW�RI

WKH�XQIUDQNHG�GLYLGHQG�UDWKHU�WKDQ�XSRQ�GLVWULEXWLRQ�IURP�WKH�RULJLQDWLQJ

HQWLW\�

Providing franking credits for foreign dividend withholding tax

��� 5HVLGHQW�FRPSDQLHV�DQG�WUXVWV�ZLOO�UHFHLYH�IUDQNLQJ�FUHGLWV�LQ�UHVSHFW�RI

IRUHLJQ�GLYLGHQG�ZLWKKROGLQJ�WD[��':7��SDLG�RQ�GLYLGHQGV�WKH\�UHFHLYH���7KLV

PHDVXUH�ZLOO�DOORZ�D�FUHGLW�IRU�IRUHLJQ�':7�WR�IORZ�WR�UHVLGHQW�VKDUHKROGHUV

DQG�EHQHILFLDULHV���)UDQNLQJ�FUHGLWV�ZLOO�EH�OLPLWHG�WR����SHU�FHQW�RI�WKH�JURVV

GLYLGHQG�UHFHLYHG�

��� $72�GDWD�ZHUH�XVHG�WR�HVWLPDWH�WKH�DPRXQW�RI�IRUHLJQ�VRXUFH

QRQ�SRUWIROLR�GLYLGHQGV�UHFHLYHG��DQG�WKH�XWLOLVDWLRQ�RI�IUDQNLQJ�FUHGLWV�E\

FRPSDQLHV�DQG�WUXVWV�LQ�UHFHLSW�RI�WKRVH�GLYLGHQGV���'DWD�ZHUH�QRW�DYDLODEOH�IRU
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IRUHLJQ�VRXUFH�SRUWIROLR�GLYLGHQGV�UHFHLYHG�E\�FRPSDQLHV�DQG�WUXVWV�

+RZHYHU��WKHVH�DUH�DVVXPHG�WR�EH�UHODWLYHO\�VPDOO�

��� 7KH�FRVW�WR�UHYHQXH�RI�WKH�UHFRPPHQGDWLRQ�ZLOO�GHSHQG�XSRQ�WKH�H[WHQW

WR�ZKLFK�IUDQNLQJ�FUHGLWV�SURYLGHG�XQGHU�WKH�PHDVXUH�DUH�XVHG�WR�IUDQN

GLYLGHQGV�UHFHLYHG�E\�UHVLGHQW�VKDUHKROGHUV�DQG�EHQHILFLDULHV���7KH�SURSRUWLRQ

RI�DGGLWLRQDO�IUDQNLQJ�FUHGLWV�WKDW�ZRXOG�EH�XVHG�WR�IUDQN�GLYLGHQGV�ZDV

HVWLPDWHG�E\�FRPSDULQJ�WKH�IRUHLJQ�VRXUFH�GLYLGHQGV�UHFHLYHG�E\�FRPSDQ\

JURXSV�DQG�WKH�XQIUDQNHG�GLYLGHQGV�SDLG�E\�WKRVH�JURXSV���7KH�SURSRUWLRQ�RI

GLYLGHQGV�SDLG�WR�UHVLGHQW�VKDUHKROGHUV�ZDV�DVVXPHG�WR�EH����SHU�FHQW�

��� 3D\PHQW�RI�VRPH�IRUHLJQ�VRXUFH�GLYLGHQGV�LV�OLNHO\�WR�EH�GHIHUUHG�IURP

����������XQWLO�WKH�LQWURGXFWLRQ�RI�WKH�PHDVXUH���$Q�DGMXVWPHQW�IRU�WKLV

UHVSRQVH�HIIHFW�ZDV�LQFOXGHG�LQ�WKH�HVWLPDWH���)RUHLJQ�VXEVLGLDULHV�RI�$XVWUDOLDQ

FRPSDQLHV�PD\�DOVR�LQFUHDVH�GLYLGHQGV�UHSDWULDWHG�WR�$XVWUDOLD�DV�D�UHVXOW�RI

WKLV�PHDVXUH���7KLV�ODWWHU�UHVSRQVH�HIIHFW�KDV�QRW�EHHQ�PRGHOOHG�DQG��KHQFH�

WKH�HVWLPDWHV�PD\�XQGHUVWDWH�WKH�FRVW�WR�UHYHQXH�

Thin capitalisation

��� 8QGHU�WKH�UHFRPPHQGDWLRQV��IRUHLJQ�RZQHG�JURXSV�ZLOO�EH�DOORZHG�WR

JHDU�XS�WR�D�¶VDIH�KDUERXU·�GHEW�WR�HTXLW\�UDWLR�RI�������$ERYH�WKLV�OHYHO��LQWHUHVW

H[SHQVHV�ZLOO�RQO\�EH�GHGXFWLEOH�WR�WKH�H[WHQW�WKDW�WKH�JHDULQJ�OHYHO�RI�WKH

JURXS�FRXOG�KDYH�EHHQ�ERUQH�E\�DQ�LQGHSHQGHQW�JURXS�RSHUDWLQJ�XQGHU�WKH

VDPH�WHUPV�DQG�FRQGLWLRQV��WKH�¶DUPV�OHQJWK·�WHVW��

��� ,QWHUHVW�H[SHQVHV�LQFXUUHG�E\�IRUHLJQ�RZQHG�JURXSV�ZHUH�HVWLPDWHG

XVLQJ�$72�WD[�UHWXUQ�GDWD���7KH�,%,6�%XVLQHVV�6\VWHPV�GDWD�RQ�JHDULQJ�ZHUH

XVHG�WR�DVFHUWDLQ�WKH�JHDULQJ�OHYHOV�RI�IRUHLJQ�RZQHG�JURXSV�DQG�WR�HVWLPDWH

WKH�SURSRUWLRQ�RI�LQWHUHVW�H[SHQVHV�WKDW�ZRXOG�H[FHHG�WKH�¶VDIH�KDUERXU·

JHDULQJ�UDWLR�DQG�WKH�DUP·V�OHQJWK�WHVW�

��� 7KH�SRWHQWLDO�UHGXFWLRQ�LQ�LQWHUHVW�H[SHQVHV�WKDW�ZRXOG�EH�DOORZHG�XQGHU

WKLV�PHDVXUH�ZDV�HVWLPDWHG�RQ�WKH�EDVLV�RI�WKH�DJJUHJDWH�LQWHUHVW�H[SHQVHV�GDWD

DQG�DYHUDJH�JHDULQJ�OHYHOV���,W�ZDV�QRW�SRVVLEOH�WR�PDWFK�GDWD�RQ�LQWHUHVW

H[SHQVHV�FODLPHG�E\�LQGLYLGXDO�FRPSDQLHV�ZLWK�WKH�JHDULQJ�OHYHOV�UHSRUWHG�E\

,%,6�RQ�D�JURXS�EDVLV�

��� ,W�ZDV�DVVXPHG�WKDW�WKH�PHDVXUH�ZRXOG�HQFRXUDJH�IRUHLJQ�PXOWLQDWLRQDOV

WR�UHVWUXFWXUH�WKHLU�DUUDQJHPHQWV�LQ�RUGHU�WR�GHFUHDVH�WKHLU�JHDULQJ�RI

$XVWUDOLDQ�RSHUDWLRQV���7KH�UHYHQXH�HVWLPDWHV�LQFOXGH�DQ�DOORZDQFH�IRU�WKH�ORVV

RI�VRPH�LQWHUHVW�ZLWKKROGLQJ�WD[�UHYHQXH�DV�D�UHVXOW�RI�WKLV�DVVXPHG�UHVSRQVH�

��� 7KH�PHDVXUH�FRXOG�DOVR�FDXVH�VRPH�IRUHLJQ�FRQWUROOHG�FRPSDQLHV�WR

VHHN�RWKHU�PHWKRGV�RI�SURILW�VKLIWLQJ�WR�UHGXFH�WKHLU�$XVWUDOLDQ�WD[�OLDELOLW\�

7KLV�SRWHQWLDO�UHVSRQVH�KDV�QRW�EHHQ�DFFRXQWHG�IRU�LQ�WKH�FRVWLQJ�
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Amended commencement date for life insurers

��� ,Q�$�1HZ�7D[�6\VWHP��SDJH�������WKH�*RYHUQPHQW�SURSRVHG�WR�FKDQJH

WKH�WD[DWLRQ�WUHDWPHQW�RI�OLIH�LQVXUHUV�FRPPHQFLQJ�LQ�WKH���������LQFRPH�\HDU�

��� 0DQ\�OLIH�LQVXUHUV�KDYH�VXEVWLWXWHG�DFFRXQWLQJ�SHULRGV���6WDUWLQJ�WKH�QHZ

V\VWHP�IURP�DQ�LQFRPH�\HDU�ZRXOG�FUHDWH�FRPSHWLWLYH�DGYDQWDJHV�DQG

GLVDGYDQWDJHV�³�HDUO\�EDODQFLQJ�FRPSDQLHV�ZRXOG�KDYH�WKHLU�OHDG�WLPH

VKRUWHQHG�ZKLOH�ODWH�EDODQFLQJ�FRPSDQLHV�ZRXOG�KDYH�D�ORQJHU�OHDG�WLPH�DQG�D

ODWHU�VWDUW�GDWH�RQ�WKH�QHZ�WD[�EDVLV���7KH�LQGXVWU\�WKHUHIRUH�VXJJHVWHG�D

FRPPRQ�VWDUW�GDWH�DQG�WKH�PHDVXUHV�ZLOO�FRPPHQFH�IURP���-XO\������

��� 7KH�UHYLVHG�LPSOHPHQWDWLRQ�ZLOO�DSSO\�WR�HDFK�RI�WKH�PHDVXUHV�DIIHFWLQJ

WKH�WD[DWLRQ�WUHDWPHQW�RI�OLIH�LQVXUHUV���7KH�UHYHQXH�LPSDFW�RI�WKLV�PHDVXUH�ZDV

HVWLPDWHG�E\�FKDQJLQJ�WKH�GDWH�RI�FRPPHQFHPHQW�ZLWKLQ�WKH�PRGHOV�IRU

FRVWLQJ�WKH�OLIH�LQVXUHU�PHDVXUHV�SURSRVHG�LQ�$�1HZ�7D[�6\VWHP�

��� 7KH�FRVWLQJ�LQFRUSRUDWHV�WKH�HIIHFW�RI�WKH�RQH�\HDU�ODJ�LQ�UHGXFLQJ�WKH

UHEDWH�UDWH�WKDW�DSSOLHV�WR�ERQXVHV�SDLG�RQ�H[LVWLQJ�OLIH�LQVXUDQFH�SROLFLHV�WR�WKH

FRPSDQ\�WD[�UDWH�

��� 7KH�UHFRPPHQGHG�WUDQVLWLRQDO�PHDVXUH�IRU�WKH�WD[DWLRQ�RI�OLIH�LQVXUHUV·

PDQDJHPHQW�IHH�LQFRPH�ZDV�FRVWHG�VHSDUDWHO\�

Transitional taxation of the management income from
existing life insurance, annuity and pension business

��� $V�D�WUDQVLWLRQDO�PHDVXUH��RQO\�WZR�WKLUGV�RI�D�OLIH�LQVXUHU·V�PDQDJHPHQW

IHHV�GHULYHG�IURP�OLIH�LQVXUDQFH�SROLFLHV�WDNHQ�RXW�EHIRUH�WKH�GDWH�RI

DQQRXQFHPHQW�ZLOO�EH�LQFOXGHG�LQ�WKH�WD[DEOH�LQFRPH�RI�OLIH�LQVXUHUV�GXULQJ�WKH

ILYH�\HDUV�IROORZLQJ�FRPPHQFHPHQW�RI�WKH�QHZ�UHJLPH�

��� 7KH�UHYHQXH�LPSDFW�RI�WKLV�UHFRPPHQGDWLRQ�ZDV�HVWLPDWHG�E\�UHGXFLQJ�

E\�RQH�WKLUG��WKH�PDQDJHPHQW�IHH�WD[�EDVH�XVHG�WR�HVWLPDWH�WKH�UHYHQXH�LPSDFW

RI�WKH�OLIH�LQVXUDQFH�PHDVXUHV�SURSRVHG�LQ�$�1HZ�7D[�6\VWHP�

Consolidation of losses in acquired companies

��� &RQVROLGDWHG�JURXSV�ZLOO�EH�DEOH�WR�EULQJ�UHDOLVHG�FDUU\�IRUZDUG�ORVVHV�RI

D�VXEVLGLDU\�HQWLW\�LQWR�WKH�JURXS�³�VXEMHFW�WR�OLPLWV�RQ�WKH�DPRXQW�WKDW�FDQ

EH�EURXJKW�LQ�DQG�WKH�SHULRG�RYHU�ZKLFK�WKH�ORVVHV�FDQ�EH�FODLPHG���6LPLODU

UXOHV�ZLOO�EH�DSSOLHG�WR�XQUHDOLVHG�ORVVHV�EURXJKW�LQWR�D�FRQVROLGDWHG�JURXS�

��� 7KH�UHYHQXH�HVWLPDWHV�DUH�EDVHG�RQ�$72�GDWD�RQ�FDUU\�IRUZDUG

ORVVHV�³�ERWK�FDSLWDO�DQG�UHYHQXH���7KH\�ZHUH�GHULYHG�E\�FRPSDULQJ�WKH

SRWHQWLDO�XVDJH�RI�ORVVHV�E\�JURXSV�XQGHU�FRQVROLGDWLRQ�ZLWK�WKH�XVDJH�RI

ORVVHV�E\�JURXS�FRPSDQLHV�XQGHU�WKH�SUHVHQW�ODZ��LQFOXGLQJ�WKH�ORVV�WUDQVIHU

SURYLVLRQV�
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��� 7KH�HVWLPDWHV�DUH�EDVHG�RQ�DQ�DVVXPSWLRQ�WKDW����SHU�FHQW�RI�JURXSV�ZLOO

FKRRVH�WR�FRQVROLGDWH���7ZR�WKLUGV�RI�ORVVHV�DUH�DVVXPHG�WR�EH�FRQWLQXLW\�RI

RZQHUVKLS�ORVVHV�DQG�RQH�WKLUG�VDPH�EXVLQHVV�WHVW�ORVVHV���,W�ZDV�DOVR�DVVXPHG

WKDW����SHU�FHQW�RI�QRQ�JURXS�ORVVHV�ZLOO�EH�SXUFKDVHG�DQG�EURXJKW�LQWR�D

FRQVROLGDWHG�JURXS�

��� 7KH�HVWLPDWHV�DUH�EDVHG�RQ�SURMHFWHG�JURZWK�LQ�WKH�VWRFN�RI�ORVVHV

DGMXVWHG�IRU�WKRVH�ORVVHV�DVVXPHG�WR�EH�WKH�UHVXOW�RI�YDOXH�VKLIWLQJ�RU�ORVV

GXSOLFDWLRQ�

Value shifting and loss duplication within consolidated groups.

��� 7KH�H[LVWLQJ�JURXSLQJ�SURYLVLRQV�DUH�WR�EH�UHSHDOHG�DQG�ZKROO\�RZQHG

JURXSV�RI�HQWLWLHV�DOORZHG�WR�HOHFW�WR�EH�WD[HG�DV�D�VLQJOH��FRQVROLGDWHG�HQWLW\�

&RQVROLGDWLRQ�ZLOO�SUHYHQW�YDOXH�VKLIWLQJ��ORVV�GXSOLFDWLRQ�DQG�ORVV�FDVFDGLQJ

ZLWKLQ�D�JURXS�

��� 7KH�HVWLPDWHV�DUH�EDVHG�RQ�$72�GDWD���7KH\�UHIOHFW�WKH�JDLQ�WR�UHYHQXH

IURP�SUHYHQWLQJ�WKH�XVH�RI�ORVVHV�FUHDWHG�E\�YDOXH�VKLIWLQJ�RU�GXSOLFDWLRQ

ZLWKLQ�FRPSDQ\�JURXSV�

��� %DVHG�RQ�WKH�ORVV�WUDQVIHU�KLVWRU\�RI�FRPSDQ\�JURXSV�LW�ZDV�DVVXPHG

WKDW����SHU�FHQW�RI�JURXSV�ZLOO�FKRRVH�WR�FRQVROLGDWH���,W�ZDV�DOVR�DVVXPHG�WKDW

DURXQG�RQH�TXDUWHU�RI�FDSLWDO�ORVVHV�WUDQVIHUUHG�LQWR�FRPSDQLHV�ZRXOG�EH

HOLPLQDWHG�XQGHU�FRQVROLGDWLRQ�

��� 7KH�HVWLPDWHV�LQFOXGH�DQ�LQFUHDVH�LQ�UHYHQXH�LQ�WKH���������\HDU�IRU�WKH

LQWHULP�ORVV�GXSOLFDWLRQ�PHDVXUHV�ZKLFK�DSSO\�IURP����)HEUXDU\��������7KH

HVWLPDWH�LV�FDOFXODWHG�DV�D�SURSRUWLRQ�RI�WKH�H[SHFWHG�JDLQ�WR�UHYHQXH�IURP�WKH

UHPRYDO�RI�ORVV�GXSOLFDWLRQ�LQ�WKH�ILUVW�\HDU�RI�FRQVROLGDWLRQ���,W�DVVXPHV

RSSRUWXQLWLHV�ZHUH�PDGH�RI�WKH�FXUUHQW�GHILFLHQF\�LQ�WKH�ODZ�EHWZHHQ

���)HEUXDU\������DQG�WKH�GDWH�RI�DQQRXQFHPHQW�RI�WKH�PHDVXUH�

Small business measures

��� %XVLQHVVHV�ZLWK�D�WXUQRYHU�RI�OHVV�WKDQ����PLOOLRQ�ZLOO�EH�DEOH�WR�HOHFW�WR

XVH�D�VLPSOLILHG�WD[�V\VWHP�FRQVLVWLQJ�RI�

� FDVK�DFFRXQWLQJ�IRU�D�EURDG�UDQJH�RI�UHFHLSWV�DQG�SD\PHQWV�

� D�VLPSOH�WUHDWPHQW�RI�WUDGLQJ�VWRFN��DQG

� D�VLPSOLILHG�GHSUHFLDWLRQ�UHJLPH�IRU�PRVW�WDQJLEOH�GHSUHFLDWLQJ�DVVHWV�

��� 7D[SD\HUV�ZLOO�EH�UHTXLUHG�WR�DGRSW�DOO�DVSHFWV�RI�WKH�VLPSOLILHG�WD[

V\VWHP�LI�HOHFWHG�

��� 7DEOH������VHWV�RXW�WKH�UHYHQXH�FRVWV�RI�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV

LQ�UHVSHFW�RI�VPDOO�EXVLQHVV���7KH�LPSDFW�RI�DOORZLQJ�VPDOO�EXVLQHVV�WR�PRYH�WR



Section 24:  Delivering revenue neutrality

A Tax System Redesigned 721

D�FDVK�DFFRXQWLQJ�EDVLV�LV�ODUJHO\�D�WLPLQJ�HIIHFW�DQG�WKLV�H[SODLQV�ZK\�WKHUH�DUH

RQO\�UHYHQXH�FRQVHTXHQFHV�LQ�WKH�ILUVW�WZR�\HDUV�RI�WKH�PHDVXUH�

Table 24.5 Revenue cost of small business measures
1999-00

$m
2000-01

$m
2001-02

$m
2002-03

$m
2003-04

$m
2004-05

$m

Allowing cash
accounting -220 -320

Simplified depreciation
arrangements -60 -270 -180 -320 -420

Delayed removal of
accelerated
depreciation and
balancing charge
rollovers

-240 70 -30 -10 -10

Revenue cost of small
business measures -520 -530 -210 -330 -420

Cash accounting and simplified treatment of trading stock

��� 7KH�UHYHQXH�HVWLPDWHV�DUH�EDVHG�RQ�$72�GDWD�IRU�FORVLQJ�VWRFN�RQ�KDQG

DQG�WKH�FORVLQJ�EDODQFHV�RI�¶GHEWRUV·�DQG�¶FUHGLWRUV·�RI�WKRVH�EXVLQHVVHV�ZLWK�D

WXUQRYHU�RI�OHVV�WKDQ����PLOOLRQ�

��� $�NH\�DVVXPSWLRQ�UHTXLUHG�WR�HVWLPDWH�WKH�UHYHQXH�LPSDFW�RI�WKLV

UHFRPPHQGDWLRQ�LV�WKH�SURSRUWLRQ�RI�EXVLQHVVHV�WKDW�DUH�OLNHO\�WR�HOHFW�WR

DGRSW�WKH�VLPSOLILHG�WD[�V\VWHP���6RPH�EXVLQHVVHV�ZLOO�EHQHILW�ILQDQFLDOO\�IURP

WKH�XVH�RI�WKH�FDVK�DFFRXQWLQJ�PHWKRG���2WKHUV��HYHQ�WKRXJK�WKH\�PD\�QRW

EHQHILW�ILQDQFLDOO\��ZLOO�EH�DWWUDFWHG�WR�WKH�SDFNDJH�E\�WKH�VLPSOLILHG

GHSUHFLDWLRQ�SURYLVLRQV�DQG�WKH�RYHUDOO�VLPSOLFLW\�RI�WKH�FDVK�DFFRXQWLQJ

V\VWHP�

��� $Q�DQDO\VLV�RI�UHOHYDQW�WD[�GDWD�ZDV�XQGHUWDNHQ�WR�SURYLGH�D�EDVLV�IRU�WKH

HVWLPDWLRQ�RI�WKH�OLNHO\�SDUWLFLSDWLRQ�UDWH�LQ�WKH�VLPSOLILHG�WD[�V\VWHP���7KLV�ZDV

DSSOLHG�WR�GHWHUPLQH�WKH�RYHUDOO�UHYHQXH�LPSDFW�RI�DGRSWLQJ�WKH�FDVK

DFFRXQWLQJ�WUHDWPHQW�DQG�VLPSOLILHG�WUHDWPHQW�RI�WUDGLQJ�VWRFN�

Simplified depreciation

��� 7KH�VLPSOLILHG�GHSUHFLDWLRQ�DUUDQJHPHQWV�IRU�VPDOO�EXVLQHVVHV�FRQVLVW�RI

LPPHGLDWH�ZULWH�RII�RI�DVVHWV�DFTXLUHG�IRU�OHVV�WKDQ���������LQFOXVLRQ�LQ�D

FRPPRQ�SRRO�RI�DOO�GHSUHFLDEOH�DVVHWV�DFTXLUHG�IRU��������RU�PRUH�ZLWK�DQ

HIIHFWLYH�OLIH�RI�OHVV�WKDQ����\HDUV��LQFOXGLQJ�H[LVWLQJ�DVVHWV��³�ZLWK�D�ZULWH�RII

UDWH�RI����SHU�FHQW�SHU�\HDU��GHFOLQLQJ�EDODQFH�³�DQG�HIIHFWLYH�OLIH�WUHDWPHQW

IRU�DOO�GHSUHFLDEOH�DVVHWV�ZLWK�DQ�HIIHFWLYH�OLIH�JUHDWHU�WKDQ����\HDUV�

��� 6PDOO�EXVLQHVV�DOVR�EHQHILWV�IURP�WKH�GHOD\HG�UHPRYDO�RI�DFFHOHUDWHG

GHSUHFLDWLRQ�DQG�EDODQFLQJ�FKDUJH�UROORYHUV���7KH�PHWKRGRORJ\�RI�HVWLPDWLQJ
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WKH�FRVW�RI�WKH�GHIHUUDOV�LV�RXWOLQHG�XQGHU�WKH�JHQHUDO�GHVFULSWLRQ�IRU�UHPRYDO

RI�DFFHOHUDWHG�GHSUHFLDWLRQ�DQG�EDODQFLQJ�FKDUJH�UROORYHUV�

��� 7KH�UHYHQXH�HVWLPDWHV�IRU�WKH�VLPSOLILHG�GHSUHFLDWLRQ�UHJLPH�IRU�VPDOO

EXVLQHVVHV�DUH�EDVHG�RQ�WKH�VDPH�IUDPHZRUN�IRU�HVWLPDWLQJ�WKH�UHYHQXH

LPSOLFDWLRQV�RI�WKH�JHQHUDO�GHSUHFLDWLRQ�PHDVXUHV���7KLV�ZDV�GRQH�E\�GHILQLQJ�D

VHSDUDWH�DVVHW�EDVH�IRU�VPDOO�EXVLQHVVHV�ZLWK�LWV�RZQ�DVVXPHG�GLVWULEXWLRQ�RI

DVVHWV�E\�HIIHFWLYH�OLIH�

��� 7KH�FRVWLQJ�LV�EDVHG�RQ�WKH�VDPH�DVVXPSWLRQ�DV�WKDW�XVHG�IRU�WKH

SURSRUWLRQ�RI�VPDOO�EXVLQHVV�DGRSWLQJ�WKH�VLPSOLILHG�WD[�V\VWHP���,W�LQFOXGHV

WKH�UHYHQXH�LPSDFW�RI�DOORZLQJ�DVVHWV�DFTXLUHG�DIWHU���-XO\������WR�EH�WUHDWHG�LQ

DFFRUGDQFH�ZLWK�WKH�VPDOO�EXVLQHVV�GHSUHFLDWLRQ�SURYLVLRQV��DQG�RI�LQFOXGLQJ�DOO

H[LVWLQJ�GHSUHFLDWLQJ�DVVHWV�LQ�WKH�DVVHW�SRRO�DW�WKHLU�ZULWWHQ�GRZQ�YDOXH�DV

UHFRUGHG�DW����-XQH������

��� 7KH�UHYHQXH�HVWLPDWHV�ZHUH�FDOFXODWHG�UHODWLYH�WR�WKH�EHQFKPDUN�VHW�E\

WKH�UHPRYDO�RI�DFFHOHUDWHG�GHSUHFLDWLRQ�DQG�WKH�JHQHUDO�SRROLQJ�DUUDQJHPHQWV

IRU�DVVHWV�YDOXHG�DW�OHVV�WKDQ��������

Integrity measures

Table 24.6 Revenue impact of integrity measures
1999-00

$m
2000-01

$m
2001-02

$m
2002-03

$m
2003-04

$m
2004-05

$m

Company tax rate (%) 36 34 30 30 30 30

Value shifting measures 30 130 140 150 160

Unrealised loss
measures

70 110 110 120 120

Restricting losses from
non-commercial
activities 50 310 240 200 180

Restricting alienation of
personal services
income

380 480 500 520 530

Revenue impact of
integrity measures 530 1,030 980 980 990

Value shifting measures outside consolidation

��� 7KH�H[LVWLQJ�VKDUH�YDOXH�VKLIWLQJ�DQG�¶DVVHW�VWULSSLQJ·�UXOHV�DUH�WR�EH

UHSODFHG�ZLWK�JHQHUDO�YDOXH�VKLIWLQJ�UXOHV�

��� 7KH�PDLQ�LPSDFW�RI�WKLV�PHDVXUH�LV�RQ�WUXVWV���7KH�UHYHQXH�HVWLPDWHV�DUH

EDVHG�RQ�GDWD�REWDLQHG�IURP�$72�FDVH�VWXGLHV�LQYROYLQJ�WUXVWV�WKDW�DUH�RXWVLGH

WKH�VFRSH�RI�WKH�FXUUHQW�YDOXH�VKLIWLQJ�UHJLPH�EXW�ZLOO�EH�FRYHUHG�E\�WKH

JHQHUDO�YDOXH�VKLIWLQJ�UXOHV�
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��� 7KH�HVWLPDWHV�UHIOHFW�WKH�LQFUHDVH�LQ�FDSLWDO�JDLQV�WD[�FROOHFWLRQV�UHVXOWLQJ

IURP�WKH�UHPRYDO�RI�WKH�HIIHFWV�RI�YDOXH�VKLIWLQJ�DUUDQJHPHQWV���,W�ZDV

DVVXPHG�WKDW�WKH�UHYHQXH�DULVLQJ�IURP�$72�FDVH�VWXGLHV�UHSUHVHQWV�KDOI�RI�WKH

JDLQ�IURP�DOO�WUXVWV�WKDW�ZLOO�DULVH�DV�D�UHVXOW�RI�WKH�LQWURGXFWLRQ�RI�WKH�JHQHUDO

YDOXH�VKLIWLQJ�UXOHV�

��� 7KH�FRVW�EDVHV�RI�LQWHUHVWV�LQ�WUXVWV�ZRXOG�LQIOXHQFH�WKH�DPRXQW�RI

FDSLWDO�JDLQV�DVVHVVHG�XQGHU�WKH�JHQHUDO�YDOXH�VKLIWLQJ�UXOHV���$V�WKDW

LQIRUPDWLRQ�ZDV�QRW�DYDLODEOH��DQ�DVVXPSWLRQ�ZDV�PDGH�WKDW��IRU�WKH�$72�FDVH

VWXGLHV��WKH�FRVW�EDVHV�RI�WKH�WUXVW�LQWHUHVWV�ZHUH�HTXLYDOHQW�WR�KDOI�WKH�YDOXH

WKDW�ZDV�VKLIWHG�

��� 7KH�UHYHQXH�HVWLPDWH�IRU�WKH���������\HDU�FRYHUV�WKH�LQWHULP�YDOXH

VKLIWLQJ�PHDVXUHV��GHDOLQJ�ZLWK�GHEW�IRUJLYHQHVV��ZKLFK�DSSO\�IURP

���)HEUXDU\��������7KH�HVWLPDWH�LV�EDVHG�RQ�$72�FDVH�VWXGLHV�DQG�DVVXPHV�DQ

LQFUHDVH�LQ�YDOXH�VKLIWLQJ�DFWLYLW\�EHWZHHQ����)HEUXDU\������DQG�WKH�GDWH�RI

DQQRXQFHPHQW�RI�WKH�PHDVXUH�

Unrealised loss measures

��� :KHUH�WKHUH�LV�D�FKDQJH�LQ�DQ�HQWLW\·V�PDMRULW\�XQGHUO\LQJ�RZQHUVKLS

DIWHU�WKH�GDWH�RI�DQQRXQFHPHQW��ORVVHV�UHDOLVHG�LQ�UHVSHFW�RI�DVVHWV�KHOG�DW�WKH

WLPH�RI�RZQHUVKLS�FKDQJH�ZLOO�EH�PDGH�VXEMHFW�WR�WKH�VDPH�EXVLQHVV�WHVW�WR�WKH

H[WHQW�RI�WKH�QHW�XQUHDOLVHG�ORVV�UHODWLQJ�WR�WKH�SHULRG�EHIRUH�WKH�FKDQJH�

8QUHDOLVHG�ORVVHV�RQ�LQWHU�HQWLW\�HTXLW\�LQWHUHVWV�ZLOO�EH�GHQLHG�ZKHUH�HQWLWLHV

DUH�LQWHUSRVHG�EHWZHHQ�WKH�XOWLPDWH�VKDUHKROGHUV�DQG�WKH�HQWLW\�ZLWK�WKH�ORVV�

��� 7KH�HVWLPDWHV�UHIOHFW�WKH�LQFUHDVH�LQ�FDSLWDO�JDLQV�WD[�FROOHFWLRQV�UHVXOWLQJ

IURP�D�UHGXFWLRQ�LQ�XQUHDOLVHG�FDSLWDO�ORVVHV�FXUUHQWO\�DEOH�WR�EH�UHDOLVHG�DQG

RIIVHW�DJDLQVW�FDSLWDO�JDLQV�

��� 7KH�HVWLPDWHV�DUH�EDVHG�RQ�WKH�DVVXPSWLRQ�WKDW�WKHUH�LV�D�RQH�WR�RQH

UDWLR�EHWZHHQ�UHDOLVHG�DQG�XQUHDOLVHG�FDSLWDO�ORVVHV���&RQVHTXHQWO\��WKH�UHYHQXH

HVWLPDWHV�DUH�EDVHG�RQ�$72�GDWD�RQ�UHDOLVHG�QHW�FDSLWDO�ORVVHV�FDUULHG�IRUZDUG

DV�DW����-XQH��������$V�ZDV�DVVXPHG�IRU�WKH�FRVWLQJ�RI�FRQVROLGDWLRQ�RI�ORVVHV

LQ�QRQ�JURXS�FRPSDQLHV��LW�ZDV�DVVXPHG�WKDW�WZR�WKLUGV�RI�XQUHDOLVHG�ORVVHV

DUH�¶FRQWLQXLW\�RI�RZQHUVKLS·�ORVVHV�DQG�RQH�WKLUG�DUH�¶VDPH�EXVLQHVV�WHVW·

ORVVHV���,W�ZDV�DOVR�DVVXPHG�WKDW�XQUHDOLVHG�ORVVHV�WUDQVIHUDEOH�EHWZHHQ�HQWLWLHV

LQ�WKH�JURXS�FRQVWLWXWH�RQH�TXDUWHU�RI�WKH�WRWDO�SRRO�RI�XQUHDOLVHG�ORVVHV�

Deferring losses from non-commercial activities

��� 8QGHU�WKLV�PHDVXUH��LQGLYLGXDO�WD[SD\HUV�ZLOO�QRW�EH�DEOH�WR�RIIVHW�ORVVHV

IURP�QRQ�FRPPHUFLDO�DFWLYLWLHV��LQFOXGLQJ�KREELHV�DQG�OLIHVW\OH�FKRLFHV��DJDLQVW

RWKHU�LQFRPH�XQOHVV�FHUWDLQ�FRQGLWLRQV�DUH�PHW�
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��� 7KH�WD[�EDVH�IRU�WKLV�PHDVXUH�ZDV�HVWLPDWHG�IURP�$72�WD[�UHWXUQ�GDWD

IRU�ORVVHV�FODLPHG�E\�LQGLYLGXDOV�DQG�SDUWQHUVKLSV�RYHU�D�SHULRG�RI�VL[�\HDUV�

7KH�SRWHQWLDO�YDOXH�RI�QRQ�FRPPHUFLDO�ORVVHV�DIIHFWHG�E\�WKLV�PHDVXUH�ZDV

HVWLPDWHG�E\�VFUHHQLQJ�RXW�ORVVHV�IURP�WKRVH�DFWLYLWLHV�WKDW�ZRXOG�PHHW�WKH

��������DQQXDO�WXUQRYHU�WKUHVKROG�RU�WKH�UHOHYDQW�WRWDO�EXVLQHVV�DVVHWV

WKUHVKROG�

��� 7KH�UHYHQXH�EDVH�ZDV�FRQVWUXFWHG�E\�DSSO\LQJ�WKH�DYHUDJH�PDUJLQDO�WD[

UDWH�RI�WKH�LQGLYLGXDOV�ZLWK�QRQ�FRPPHUFLDO�ORVVHV�WR�WKH�LGHQWLILHG�YDOXH�RI

ORVVHV���+LVWRULFDO�WD[DWLRQ�GDWD�IRU�VPDOO�EXVLQHVVHV�ZHUH�XVHG�WR�GHYHORS�D

UHSUHVHQWDWLYH�SURILOH�RYHU�ZKLFK�FDUULHG�IRUZDUG�ORVVHV�ZHUH�DVVXPHG�WR�EH

XWLOLVHG���7KH�HVWLPDWH�UHSRUWHG�IRU�DQ�LQGLYLGXDO�\HDU�UHIOHFWV�WKH�UHYHQXH

LPSDFW�RI�GHQ\LQJ�QRQ�FRPPHUFLDO�ORVVHV�JHQHUDWHG�LQ�WKDW�\HDU��QHW�RI�WKH

HVWLPDWHG�XWLOLVDWLRQ�RI�ORVVHV�GHQLHG�LQ�SUHYLRXV�\HDUV�DQG�FDUULHG�IRUZDUG�

Alienation of personal services income

��� 8QGHU�WKLV�PHDVXUH��SHUVRQDO�VHUYLFHV�LQFRPH�GHULYHG�LQ�DQ

HPSOR\HH�OLNH�PDQQHU�ZLOO�EH�WD[HG�LQ�WKDW�ZD\�UHJDUGOHVV�RI�WKH�OHJDO�IRUP

XVHG�WR�SURYLGH�WKH�VHUYLFHV�

��� 7KH�FRVWLQJ�XVHV�$%6�GDWD��D������UHSRUW�E\�WKH�1DWLRQDO�,QVWLWXWH�RI

/DERXU�6WXGLHV�DQG�ILHOGZRUN�XQGHUWDNHQ�E\�WKH�$72�

��� $Q�HVWLPDWH�RI�WKH�QXPEHU�RI�QRQ�DJULFXOWXUDO�XQLQFRUSRUDWHG

FRQWUDFWRUV�DQG�RZQHU�PDQDJHU�LQFRUSRUDWHG�HQWHUSULVHV�ZDV�GHULYHG�IURP�WKH

$%6�GDWD���%DVHG�RQ�GDWD�SURYLGHG�LQ�WKH�1DWLRQDO�,QVWLWXWH�RI�/DERXU�6WXGLHV

UHSRUW�LW�ZDV�DVVXPHG�WKDW�DSSUR[LPDWHO\����SHU�FHQW�RI�WKHVH�FRQWUDFWRUV

GHOLYHU�WKHLU�VHUYLFHV�LQ�DQ�¶HPSOR\HH�OLNH�ZD\·�DQG��KHQFH��ZRXOG�EH�DIIHFWHG

E\�WKLV�PHDVXUH�

��� %DVHG�RQ�$72�ILHOG�ZRUN��LW�ZDV�DVVXPHG�WKDW�DURXQG�WKUHH�TXDUWHUV�RI

WKH�XQLQFRUSRUDWHG�FRQWUDFWRUV�GHILQHG�DERYH�FXUUHQWO\�FODLP�GHGXFWLRQV�WR

ZKLFK�WKH\�ZRXOG�QRW�RWKHUZLVH�EH�HQWLWOHG�DW�DQ�DYHUDJH�YDOXH�RI�DURXQG

�������SHU�\HDU�

��� ,Q�WKH�FDVH�RI�LQFRUSRUDWHG�HQWHUSULVHV��LW�ZDV�DVVXPHG�WKDW�RQH�TXDUWHU

FODLP�DGGLWLRQDO�GHGXFWLRQV�HTXLYDOHQW�WR�WKRVH�DVVXPHG�IRU�XQLQFRUSRUDWHG

FRQWUDFWRUV���7KH�UHPDLQLQJ�WKUHH�TXDUWHUV�ZHUH�DVVXPHG�WR�FODLP�DGGLWLRQDO

GHGXFWLRQV�WR�WKH�YDOXH�RI��������SHU�\HDU��DV�ZHOO�DV�VSOLW�WKH�HDUQHG�LQFRPH

ZLWK�D�VSRXVH�DQG�XVH�WKH�HQWLW\�WR�UHWDLQ�LQFRPH�

��� 7KH�UHYHQXH�HVWLPDWHV�UHIOHFW�WKH�LPSDFW�RI�GHQ\LQJ�WKH�DGGLWLRQDO

GHGXFWLRQV�DVVXPHG�WR�EH�FODLPHG�DQG�RI�WD[LQJ�WKH�DVVXPHG�LQFRPH�RI�WKH

DERYH�RZQHU�PDQDJHU�HQWLWLHV�DV�LI�UHFHLYHG�E\�D�VLQJOH�WD[SD\HU�DV�ZDJHV�RU

VDODU\�
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Taxation of capital gains

��� 7DEOH������VHWV�RXW�WKH�UHYHQXH�LPSDFWV�RI�WKH�5HYLHZ·V

UHFRPPHQGDWLRQV�LQ�UHVSHFW�RI�&*7�UHIRUPV���7KH�UHIRUPV�KDYH�EHHQ

GHVLJQHG�WR�EH�DV�UHYHQXH�QHXWUDO�DV�SRVVLEOH�ZLWKLQ�WKH�&*7�DUUDQJHPHQWV�

7KLV�EURDG�UHYHQXH�QHXWUDOLW\�PLJKW�EH�WDNHQ�WR�LQGLFDWH�WKDW�WKH�UHIRUPV�DUH

GRLQJ�QR�PRUH�WKDQ�PRYLQJ�WKH�EXUGHQ�RI�WD[DWLRQ�DURXQG���,Q�IDFW�WKH�5HYLHZ

EHOLHYHV�WKDW�WKH�EHKDYLRXUDO�UHVSRQVHV�WR�LWV�UHIRUP�ZLOO�VXEVWDQWLDOO\�LQFUHDVH

WKH�FDSLWDO�JDLQV�EDVH���&RQVHTXHQWO\�WKH�WD[�EXUGHQ�RQ�DQ\�LQGLYLGXDO

LQYHVWPHQW�ZLOO�JHQHUDOO\�EH�ORZHU�

Table 24.7 Revenue impact of CGT reforms
1999-00

$m
2000-01

$m
2001-02

$m
2002-03

$m
2003-04

$m
2004-05

$m

Company tax rate (%) 36 34 30 30 30 30

Reform of capital gains
tax for individuals(a) 210 230 210 180 100

Reform of capital gains
tax for superannuation
funds(b) -70 -50 -70 -60 -60

Removing indexation
for other entities 10 40 50 60 70

Allowance for CGT
arbitrage -20 -50 -100 -150 -180

CGT rollover for
scrip-for-scrip
acquisitions

30 0 10 20 40

Revenue impact of CGT
reforms 160 170 100 50 -30

(a) Includes effect of all changes on individuals; 50 per cent discount of base, abolition of averaging and
freezing of indexation.

(b) Includes effect of freezing of indexation and 33 per cent discount of base.

��� 7KH�PHWKRGRORJ\�XVHG�WR�DUULYH�DW�WKH�DERYH�UHYHQXH�HVWLPDWHV�LV

GHVFULEHG�ODWHU�LQ�WKLV�VHFWLRQ�

Fringe benefits taxation

��� 7DEOH������VHWV�RXW�WKH�UHYHQXH�LPSOLFDWLRQV�RI�WKH�5HYLHZ·V

UHFRPPHQGDWLRQV�LQ�UHVSHFW�RI�IULQJH�EHQHILWV�WD[���2QFH�DJDLQ�WKH�5HYLHZ�KDV

VRXJKW�D�EURDGO\�UHYHQXH�QHXWUDO�RXWFRPH�LQ�UHVSHFW�RI�WKHVH�PHDVXUHV�
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Table 24.8 Revenue impact of FBT reforms
1999-00

$m
2000-01

$m
2001-02

$m
2002-03

$m
2003-04

$m
2004-05

$m

Repealing FBT on
entertainment and
make it non-deductible 0 -310 -140 -220

Repealing FBT on
in-house car parking -80 -80 -80 -90

Taxing fringe benefits
other than cars in
hands of employees -10 -10 -10 -10

Amending valuation of
car fringe benefits and
tax in hands of
employees

100 200 300 420

Revenue impact of FBT
reforms 10 -210 70 100

Removing specified business entertainment expenses from FBT
coverage and making them non-deductible

��� )URP�DQG�LQFOXGLQJ�LQFRPH�\HDU����������EXVLQHVV�HQWHUWDLQPHQW

H[SHQVHV�LQFXUUHG�E\�WD[DEOH�DQG�WD[�H[HPSW�HPSOR\HUV�LQ�UHODWLRQ�WR

UHVWDXUDQW�DQG�FDWHUHG�PHDOV��DGPLVVLRQV�WR�IXQFWLRQV�DQG�WKH�SURYLVLRQ�RI

YHQXHV�DQG�DVVRFLDWHG�FRVWV�IRU�EXVLQHVV�UHODWHG�IXQFWLRQV�DUH�UHFRPPHQGHG�WR

EH�UHPRYHG�IURP�IULQJH�EHQHILW�WD[��)%7��FRYHUDJH���7KHVH�H[SHQVHV�ZRXOG

DOVR�EHFRPH�QRQ�GHGXFWLEOH�WR�WD[DEOH�HPSOR\HUV�

��� 7KH�H[LVWLQJ�WD[�EDVH�IRU�WKLV�PHDVXUH�ZDV�HVWLPDWHG�IURP�DQQXDO�)%7

UHWXUQV�RQ�PHDO�HQWHUWDLQPHQW�DQG�HQWHUWDLQPHQW�IULQJH�EHQHILWV��DORQJ�ZLWK�D

VPDOO�SURSRUWLRQ�RI�H[SHQVH�SD\PHQWV��DLUOLQH�WUDQVSRUW��SURSHUW\�DQG�RWKHU

IULQJH�EHQHILWV�FDWHJRULHV�

��� 7KH�UHYHQXH�LPSDFW�RI�WKLV�HVWLPDWH�UHIOHFWV�WKH�GLIIHUHQFH�LQ�WKH�)%7

UHYHQXH�IRUJRQH�E\�H[HPSWLQJ�EXVLQHVV�UHODWHG�HQWHUWDLQPHQW�DQG�WKH�UHYHQXH

JDLQ�IURP�UHPRYLQJ�GHGXFWLELOLW\�IRU�VXFK�H[SHQVHV�

Removing on-premises car parking from FBT coverage

��� 7KLV�PHDVXUH�ZLOO�UHPRYH�IURP�IULQJH�EHQHILWV�FRYHUDJH�FDU�SDUNLQJ

SURYLGHG�¶RQ�SUHPLVHV·�RU�LQ�DVVRFLDWHG�EXLOGLQJV�FRYHUHG�XQGHU�OHDVLQJ�RU

UHQWDO�DUUDQJHPHQWV�IURP�DQG�LQFOXGLQJ�LQFRPH�\HDU���������

��� 7KH�FRVW�RI�WKH�PHDVXUH�LV�WKH�WD[�UHYHQXH�IRUJRQH�DV�D�UHVXOW�RI

UHPRYLQJ�RQ�SUHPLVHV�FDU�SDUNLQJ�IURP�)%7�FRYHUDJH���7KH�UHYHQXH�FRVW�RI

WKLV�PHDVXUH�ZDV�HVWLPDWHG�XVLQJ�)%7�UHWXUQV�RQ�FDU�SDUNLQJ�IULQJH�EHQHILWV�
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Assigning car fringe benefits to employees and changing the
method of valuation

��� )URP�DQG�LQFOXGLQJ����������WKH�YDOXH�RI�FDU�IULQJH�EHQHILWV�DUH�WR�EH

DVVLJQHG�WR�DQ�HPSOR\HH�RQ�WKH�EDVLV�RI����SHU�FHQW�SUHVXPHG�SULYDWH�XVH�

��� 7KH�WD[�EDVH�IRU�WKLV�PHDVXUH�ZDV�HVWLPDWHG�IURP�)%7�UHWXUQV�RQ�FDU

IULQJH�EHQHILWV���$�GLVWULEXWLRQ�RI�YHKLFOHV�ZDV�FRQVWUXFWHG�WR�PDWFK��������

GDWD�IRU�WKH�VWDWXWRU\�PHWKRG�DQG�WKH�H[LVWLQJ�VWDWXWRU\�SHUFHQWDJHV���7KH

RSHUDWLQJ�FRVW�RI�PRWRU�YHKLFOHV�ZDV�GUDZQ�IURP�150$�9HKLFOH�2SHUDWLQJ

&RVWV��-XQH������

��� 7KH�QHZ�DUUDQJHPHQWV�ZHUH�DVVXPHG�WR�EH�IXOO\�SKDVHG�LQ�E\���������

ZKHQ�H[LVWLQJ�OHDVLQJ�DUUDQJHPHQWV�ZLOO�KDYH�EHHQ�UHQHZHG���7KH�UHYHQXH

HVWLPDWH�UHSUHVHQWV�WKH�QHW�HIIHFW�RI�WD[LQJ�WKH�EHQHILWV�LQ�WKH�KDQGV�RI

HPSOR\HHV�XQGHU�WKH�3$<(�V\VWHP��UDWKHU�WKDQ�XQGHU�WKH�)%7�V\VWHP��DQG�RI

DSSO\LQJ�WKH�VFKHGXODU�PHWKRG�IRU�FDOFXODWLQJ�WKH�WD[DEOH�YDOXH�RI�FDU�EHQHILWV�

Framework for income taxation

Table 24.9 Revenue impact of high level reform to tax design
1999-00

$m
2000-01

$m
2001-02

$m
2002-03

$m
2003-04

$m
2004-05

$m

Company tax rate (%) 36 34 30 30 30 30

General deductibility of
interest -30 -60 -60 -60 -70

Treatment of private
receipts, expenditures
and assets -10 -10 -20 -20

Removal of 13 month
prepayment rule 240 220 300 300

Tax change in value of
consumable stores and
spare parts 20 20 20 20

Treatment of
non-billable products 30 40 40 40

Revenue impact of
high level reforms -30 220 210 290 280

Removal of 13-month prepayment rule

��� $V�SDUW�RI�PRYLQJ�WR�WKH�FDVKIORZ�WD[�YDOXH�IUDPHZRUN��WKH����PRQWK

UXOH�IRU�SUH�SDLG�H[SHQGLWXUH�LV�WR�EH�UHPRYHG���$V�D�FRQVHTXHQFH��WKH

RXWVWDQGLQJ�YDOXH�RI�DQ\�SUHSD\PHQW�ZLOO�EH�EURXJKW�WR�DFFRXQW�DW�WKH�HQG�RI

WKH�\HDU���7D[SD\HUV�ZLOO�EH�DOORZHG�WR�VSUHDG�WKH�LQFUHDVHG�WD[�OLDELOLW\�RI

DSSO\LQJ�WKLV�PHDVXUH�LQ���������RYHU�D�SHULRG�RI�ILYH�\HDUV�
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��� 7KH�UHYHQXH�HVWLPDWHV�ZHUH�GHULYHG�IURP�GDWD�RQ�SUHSD\PHQWV

FRQWDLQHG�LQ�WKH�SXEOLVKHG�DQQXDO�UHSRUWV�RI�D�VDPSOH�RI�$XVWUDOLDQ�FRPSDQLHV�

7KH�YDOXH�RI�SUHSD\PHQWV�GHULYHG�IURP�WKH�VDPSOHG�FRPSDQLHV�ZDV�IDFWRUHG

XS�WR�SURYLGH�DQ�HVWLPDWH�IRU�DOO�WD[SD\HUV��WDNLQJ�LQWR�FRQVLGHUDWLRQ�WKDW

SUHSD\PHQWV�XS�WR�D�SHULRG�RI����PRQWKV�ZLOO�EH�WUHDWHG�RQ�D�FDVK�EDVLV�IRU

EXVLQHVVHV�ZLWK�D�WXUQRYHU�EHORZ����PLOOLRQ���7KH�DJJUHJDWH�YDOXH�RI

SUHSD\PHQWV�ZDV�DGMXVWHG�WR�UHIOHFW�WKH�IDFW�WKDW�VRPH�SUHSD\PHQWV�ZRXOG

FXUUHQWO\�EH�WD[DEOH�LQ�WKH�KDQGV�RI�WKH�UHFLSLHQW�DW�WKH�WLPH�RI�UHFHLSW���,Q

WKRVH�FDVHV��DQ�DVVHW�DQG�OLDELOLW\�WUHDWPHQW�IRU�SUHSD\PHQWV�ZRXOG�QRW�UHVXOW�LQ

D�QHW�LPSDFW�RQ�WD[DWLRQ�UHYHQXH��DOWKRXJK�WKH�WLPLQJ�RI�WD[�SDLG�E\�ERWK

SDUWLHV�ZRXOG�EH�DIIHFWHG�

��� 7KH�HVWLPDWHV�DUH�VHQVLWLYH�WR�WKH�DGMXVWPHQW�IDFWRUV�XVHG�

Growth dividend

��� 7KH�JURZWK�GLYLGHQG�UHIOHFWV�WKH�LPSDFW�RQ�&RPPRQZHDOWK�UHYHQXH

DULVLQJ�IURP�WKH�H[SHFWHG�LPSDFW�RI�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�RQ

HFRQRPLF�JURZWK�

��� $V�GLVFXVVHG�LQ�WKH�2YHUYLHZ��WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�DUH

FRQVLGHUHG�OLNHO\�WR�UHVXOW�LQ�DQ�LQFUHDVH�LQ�QDWLRQDO�LQFRPH�RI�DURXQG�WKUHH

TXDUWHUV�RI�RQH�SHU�FHQW�RI�JURVV�GRPHVWLF�SURGXFW�LQ�WKH�ORQJ�UXQ���7KH

LQFUHDVH�LQ�LQFRPH�ZDV�DVVXPHG�WR�HPHUJH�VORZO\�EXW�DW�DQ�DFFHOHUDWLQJ�SDFH

RYHU�D����\HDU�SHULRG���7KLV�UHIOHFWV�WKH�WLPH�LW�ZRXOG�WDNH�IRU�WKH�DOORFDWLRQ�RI

UHVRXUFHV�ZLWKLQ�WKH�HFRQRP\��SDUWLFXODUO\�IL[HG�FDSLWDO��WR�DGMXVW�IXOO\�WR�WKH

DOWHUHG�LQFHQWLYHV�DULVLQJ�IURP�VXFK�UHIRUP�

��� 7KH�UHYHQXH�IURP�WKH�JURZWK�GLYLGHQG�ZDV�FDOFXODWHG�E\�PXOWLSO\LQJ

SURMHFWHG�&RPPRQZHDOWK�UHYHQXH�E\�WKH�DVVXPHG�FXPXODWLYH�LQFUHDVH�LQ

QDWLRQDO�LQFRPH���2QO\�UHYHQXH�DFFUXLQJ�WR�WKH�&RPPRQZHDOWK�JRYHUQPHQW�LV

LQFOXGHG�LQ�WKH�JURZWK�GLYLGHQG���,W�ZDV�DVVXPHG�WKDW�WKH�DVVRFLDWHG�JDLQ�WR

6WDWH�UHYHQXHV�ZRXOG�EH�UHWDLQHG�E\�WKH�6WDWHV���7KH�5HYLHZ�EHOLHYHV�WKDW�WKLV

HVWLPDWH�LV�DW�WKH�ORZ�HQG�RI�WKH�UDQJH�LI�DOO�RI�LWV�UHFRPPHQGDWLRQV�DUH

LPSOHPHQWHG�

��� ,Q�FRQVHUYDWLYHO\�HVWLPDWLQJ�D�GHOD\HG�HPHUJHQFH�RI�WKH�JURZWK

GLYLGHQG��WKH�5HYLHZ�KDV�EHHQ�FRQVFLRXV�RI�WKH�SDUDPRXQW�LPSRUWDQFH�RI

XQGHUZULWLQJ�WKH�ILVFDO�LQWHJULW\�RI�WKH�HVWLPDWHV�IRU�LWV�UHIRUP�SDFNDJH�
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Revenue estimates for capital gains
taxation

Restructuring the taxation of capital gains

��� 0DMRU�UHIRUP�RI�WKH�WD[DWLRQ�RI�FDSLWDO�JDLQV�LQFOXGHV

� IUHH]LQJ�RI�LQGH[DWLRQ�DW�WKH�6HSWHPEHU������OHYHO�IRU�DOO�WD[SD\HUV�

� FHVVDWLRQ�RI�DYHUDJLQJ�IRU�LQGLYLGXDOV��DQG

� DOORZLQJ�LQFOXVLRQ�LQ�LQFRPH�RI�D�SRUWLRQ�RI�FDSLWDO�JDLQV�RI�

� KDOI�LQ�WKH�FDVH�RI�LQGLYLGXDOV��DQG

� WZR�WKLUGV�LQ�WKH�FDVH�RI�VXSHUDQQXDWLRQ�IXQGV�

��� :KHUH�WKH�DERYH�SURSRUWLRQV�DUH�DGRSWHG��WKH�JDLQ�LV�FDOFXODWHG�DJDLQVW

WKH�RULJLQDO�FRVW�ZLWKRXW�WDNLQJ�DFFRXQW�RI�LQGH[DWLRQ�

Data limitations

��� 'DWD�OLPLWDWLRQV�KDYH�EHHQ�D�VLJQLILFDQW�SUREOHP�LQ�HVWLPDWLQJ�WKH�LPSDFW

RI�WKH�SURSRVHG�UHIRUPV�WR�FDSLWDO�JDLQV�WD[���8QGHU�WKH�VHOI�DVVHVVPHQW

V\VWHP��WD[SD\HUV�SURYLGH�PLQLPDO�LQIRUPDWLRQ�RQ�WD[�UHWXUQV���7KLV�KDV

FRPSOLDQFH�FRVW�EHQHILWV���%XW�WKHUH�LV�D�GRZQVLGH�IRU�SROLF\�DQDO\VLV���$W

SUHVHQW��D�WD[SD\HU�UHWXUQV�OLWWOH�PRUH�WKDQ�WKH�QHW�YDOXH�RI�FDSLWDO�JDLQV�RU

ORVVHV���7KHUH�LV�QR�LQIRUPDWLRQ�RQ�LQGH[DWLRQ�DSSOLHG��WKH�XQGHUO\LQJ�YDOXH�RI

WKH�DVVHWV��WKH�PL[�RI�ORVVHV�DQG�JDLQV��RU�WKH�SHULRG�IRU�ZKLFK�WKH�DVVHWV�ZHUH

KHOG�

��� 7KH�ODFN�RI�KLVWRULFDO�LQIRUPDWLRQ�KDV�UHTXLUHG�DVVXPSWLRQV�WR�EH�PDGH

DERXW�WKH�YDOXH��RZQHUVKLS�DQG�FRPSRVLWLRQ�RI�WKH�DVVHW�VWRFN�VXEMHFW�WR

FDSLWDO�JDLQV�WD[���7KHVH�DVVXPSWLRQV�KDYH�EHHQ�LQIRUPHG�E\�MXGJPHQWV�RI�WKH

5HYLHZ�DQG�DYDLODEOH�SDUWLDO�LQIRUPDWLRQ�

��� $V�DQ�H[SODQDWRU\�WRRO��WKH�5HYLHZ�6HFUHWDULDW�DOVR�GHYHORSHG�D�VLPSOH

QXPHULFDO�PRGHO�RI�WKH�DVVHW�VWRFN�KHOG�E\�LQGLYLGXDOV��VHH�ER[�KHDGHG�¶$Q

DVVHW�SRSXODWLRQ�PRGHO·��

Volatility in the base

��� &DSLWDO�JDLQV�WD[�FROOHFWLRQV�KDYH�SURYHQ�YHU\�YRODWLOH��SDUWLFXODUO\�LQ

UHFHQW�\HDUV���5HYHQXH�DSSHDUV�WR�EH�VWURQJO\�LQIOXHQFHG�E\�PRYHPHQWV�DQG

DFWLYLW\�RQ�WKH�$6;��DQG�LQ�RWKHU�DVVHW�PDUNHWV���,Q�RUGHU�WR�WDNH�DFFRXQW�RI

WKLV�YRODWLOLW\��WKH�HVWLPDWHV�LQ�WKLV�UHSRUW�DUH�EDVHG�RQ�D�ILYH�\HDU�PRYLQJ

DYHUDJH�RI�FDSLWDO�JDLQV�WD[�UHFHLSWV���7KRXJK�WKLV�DSSURDFK�LV�OLNHO\�WR�VPRRWK

RXW�LUUHJXODU�EXPSV�LQ�WKH�VHULHV��LW�UXQV�WKH�GDQJHU�RI�GLVJXLVLQJ�VHFXODU�WUHQGV
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DQG�IRU�D�UHODWLYHO\�¶\RXQJ·�WD[�OLNH�WKH�&*7�ZKLFK�LV�JURZLQJ�IURP�D

JUDQGIDWKHUHG�EDVH��WKDW�ULVN�LV�VLJQLILFDQW�

An asset population model

7KH�PRGHO�GHYHORSHG�E\�WKH�5HYLHZ�GLYLGHV�WKH�DVVHW�SRSXODWLRQ�LQWR�FRKRUWV

DFFRUGLQJ�WR�SHULRG�VLQFH�WKH�SUHYLRXV�GLVSRVDO���,Q�WKH�PRGHO�WKHUH�DUH

���KROGLQJ�SHULRG�JURXSV��KHOG�IRU�OHVV�WKDQ���\HDU�WKURXJK�KHOG�IRU�OHVV�WKDQ

���\HDUV����$W�HDFK�DQQXDO�DGYDQFH�RI�WKH�PRGHO��DVVHWV�DUH�HLWKHU�GLVSRVHG

RI�³�DQG�KHQFH�WKH\�IDOO�EDFN�WR�WKH�JURXS�KHOG�IRU�OHVV�WKDQ�RQH�\HDU�³�RU

WKH\�DGYDQFH�WR�WKH�QH[W�KLJKHVW�KROGLQJ�SHULRG�JURXS���)RU�HDFK�KROGLQJ

SHULRG��WKHUH�LV�DVVXPHG�WR�EH�D�SURSHQVLW\�WR�UHDOLVH�WKH�DVVHWV�ZKLFK�GRHV

QRW�YDU\�RYHU�WLPH���)RU�H[DPSOH��WKH�SURSHQVLW\�WR�UHDOLVH�DVVHWV�KHOG�IRU�WHQ

\HDUV��VD\��PLJKW�EH�DVVXPHG�WR�EH����SHU�FHQW���6R�DW�HDFK�LWHUDWLRQ�RI�WKH

PRGHO�����SHU�FHQW�RI�WKH�DVVHWV�KHOG�IRU����\HDUV�EHFRPH�DVVHWV�KHOG�IRU

���\HDUV�DQG����SHU�FHQW�DUH�UHDOLVHG�DQG�IDOO�EDFN�WR�WKH�JURXS�RI�QHZO\

DFTXLUHG�DVVHWV��WKDW�LV�KHOG�IRU�OHVV�WKDQ�RQH�\HDU��

7KH�SURSHQVLWLHV�WR�UHDOLVH�DW�HDFK�KROGLQJ�SHULRG�DUH�ODUJHO\�D�PDWWHU�RI�WKH

PRGHOOHU·V�FKRLFH���7KHUH�DUH�IHZ�FOXHV�DYDLODEOH�DERXW�DVVHW�WXUQRYHU

EHKDYLRXU���)RU�WKH�5HYLHZ·V�PRGHOOLQJ��D����SHU�FHQW�SURSHQVLW\�WR�UHDOLVH�LQ

DQ�HODSVHG�\HDU�ZDV�DSSOLHG�DW�DOO�KROGLQJ�SHULRGV�EHORZ�WKH�KLJKHVW�KROGLQJ

SHULRG���7KLV�SURSHQVLW\�WR�UHDOLVH�FRXOG�EH�FDOLEUDWHG�IDLUO\�ZHOO�WR�UHFHQW�WD[

UHYHQXHV��QXPEHU�RI�WD[SD\HUV�DQG�D�URXJK�PHDVXUH�RI�WKH�DVVHW�VWRFN�

,Q�RUGHU�WR�¶FORVH·�WKH�PRGHO�DQG�DYRLG�D�VHFXODU�GHFOLQH�LQ�WKH�PRGHOOHG�DVVHW

SRSXODWLRQ�WKURXJK�OHDNDJH�EH\RQG�WKH����\HDU�KROGLQJ�SHULRG��WKH�VPDOO

SURSRUWLRQ�RI�DVVHWV�ZKLFK�VXUYLYH�WR�EH�KHOG�IRU����\HDUV�DUH�DVVXPHG�WR�DOO

EH�UHDOLVHG�DW�WKDW�DJH�

$W�HDFK�DGYDQFH�RI�D�\HDU�WKURXJK�WLPH��WKH�JDLQV�VLQFH�DFTXLVLWLRQ�FRQWDLQHG

LQ�WKH�SULFH�RI�DVVHWV�UHDOLVHG�LQ�WKH�FXUUHQW�\HDU�LV�DJJUHJDWHG�WR�SURYLGH�D

PRGHOOHG�FDSLWDO�JDLQV�EDVH�ZKLFK�FDQ�WKHQ�EH�DGMXVWHG�IRU�IDFWRUV�VXFK�DV

LQGH[DWLRQ�

7KLV�DVVHW�SRSXODWLRQ�PRGHO�DOORZV�HVWLPDWHV�WR�EH�PDGH�RI�UHDOLVDWLRQV�LQ�DQ\

RQH�\HDU�ZKLFK�LQFRUSRUDWH�FRQVLVWHQW�DVVXPSWLRQV�DERXW�WKH�GLVWULEXWLRQ�RI

KROGLQJ�SHULRGV�IRU�DVVHWV�UHDOLVHG�LQ�WKDW�\HDU�DQG�WKH�OLNHO\�YDOXH�RI

LQGH[DWLRQ��ZKHUH�LW�DSSOLHV�

��� )RU�H[DPSOH��SUHOLPLQDU\�GDWD�IRU�WKH���������LQFRPH�\HDU�LQGLFDWH

VWURQJ�JURZWK�LQ�UHFHLSWV�RYHU�WKH�SULRU�\HDU���,Q�SDUW��WKLV�LV�OLNHO\�WR�EH�D

EXEEOH�FDXVHG�E\�WKH�VWRFN�PDUNHW�DFWLYLW\�WKDW�RFFXUUHG�DURXQG�WKH�$VLDQ

ILQDQFLDO�LQVWDELOLW\�RI������DQG��������%XW�WKHUH�LV�QR�ZD\�RI�NQRZLQJ�ZKHWKHU

WKHUH�ZDV�DOVR�VWURQJ�JURZWK�LQ�WKH�EDVH�EHFDXVH�RI�HDUOLHU�WXUQRYHU�RI



Section 24:  Delivering revenue neutrality

A Tax System Redesigned 731

SUH�&*7�DVVHWV��WKRVH�KHOG�SULRU�WR�LQWURGXFWLRQ�RI�&*7�LQ�������ZKLFK�DUH

QRZ�EHLQJ�WXUQHG�RYHU�IRU�D�VHFRQG�WLPH�DQG�DGGLQJ�WR�FROOHFWLRQV���7KHUH�LV

DOVR�QR�ZD\�RI�NQRZLQJ�WKH�H[WHQW�WR�ZKLFK�UHDOLVDWLRQV�E\�VXSHUDQQXDWLRQ

IXQGV��ZKLFK�KDYH�JURZQ�VWURQJO\�LQ����������ZLOO�EH�VXVWDLQHG�EHFDXVH�RI

GHPRJUDSKLF�FKDQJHV�DPRQJ�IXQG�PHPEHUV�

The components of the estimates

��� 7KH�5HYLHZ·V�SDFNDJH�KDV�VHYHUDO�FRPSRQHQWV�ZKLFK�DOO�FRQWULEXWH�WR

WKH�WRWDO�LPSDFW�XSRQ�WKH�WD[SD\HU���,Q�WKH�FDVH�RI�LQGLYLGXDOV�IRU�H[DPSOH��WKH

SDFNDJH�KDV�WKUHH�VXE�PHDVXUHV�

� IUHH]LQJ�RI�LQGH[DWLRQ�

� UHPRYDO�RI�DYHUDJLQJ��DQG

� WKH�DYDLODELOLW\�RI�WKH�RSWLRQ�WR�LQFOXGH�KDOI�RI�WKH�QRPLQDO�JDLQ�LQ�WD[DEOH

LQFRPH�LQVWHDG�RI�FDOFXODWLQJ�WKH�JDLQ�IURP�WKH�IUR]HQ�LQGH[HG�EDVH�

��� 7KH�UHYHQXH�LPSDFW�RI�WKLV�FRPELQDWLRQ�RI�PHDVXUHV�ZDV�HVWLPDWHG�LQ

WZR�VWDJHV���)LUVW��WKH�UHYHQXH�LPSDFW�RI�HDFK�FRPSRQHQW�ZDV�HVWLPDWHG�IRU�WKH

H[LVWLQJ�EDVH�RI�WD[SD\HUV��WKDW�LV�ZLWKRXW�DQ\�EHKDYLRXUDO�UHVSRQVH��WR�JLYH

¶VWDWLF·�HVWLPDWHV��7KH�VXP�RI�WKHVH�HVWLPDWHV�JDYH�DQ�RYHUDOO�VWDWLF�LPSDFW�RQ

UHYHQXH���6HSDUDWH�VWDWLF�FKDQJHV�ZHUH�HVWLPDWHG�IRU�LQGLYLGXDOV�

VXSHUDQQXDWLRQ�IXQGV�DQG�RWKHU�HQWLWLHV�

��� $�VLPLODU�WZR�VWDJH�SURFHVV�ZDV�DSSOLHG�IRU�WKH�UHYHQXH�HVWLPDWHV�IRU

VXSHUDQQXDWLRQ�IXQGV���,Q�WKDW�FDVH�WKH�VWDWLF�VWDJH�DSSOLHG�RQO\�WR�WKH�IUHH]LQJ

RI�LQGH[DWLRQ�DQG�WKH�RSWLRQ�RI�LQFOXGLQJ�WZR�WKLUGV�RI�QRPLQDO�JDLQV�

��� 7KH�WD[�EDVH�IRU�HDFK�JURXS�ZDV�WKHQ�YDULHG�LQ�VL]H�WR�UHIOHFW�WKH�FKDQJH

LQ�UHDOLVDWLRQV�EHKDYLRXU�WKDW�WKH�5HYLHZ�H[SHFWV�WR�RFFXU�DV�D�FRQVHTXHQFH�RI

WKH�FKDQJH�LQ�DYHUDJH�HIIHFWLYH�&*7�UDWH�

��� 7KH�HVWLPDWH�IRU�RWKHU�HQWLWLHV�LQFOXGHG�RQO\�WKH�VWDWLF�FRPSRQHQW

UHODWHG�WR�LQGH[DWLRQ���7KDW�VWDWLF�HVWLPDWH�UHODWHG�RQO\�WR�WKH�DVVHW�SRSXODWLRQ

ZLWKLQ�HQWLWLHV�ZKLFK�LV�WR�JHW�QR�VSHFLDO�WUHDWPHQW�RWKHU�WKDQ�UHWDLQLQJ

LQGH[DWLRQ�XQWLO�WKH�HQG�RI�6HSWHPEHU��������$VVHWV�KHOG�E\�WUXVWV�RWKHU�WKDQ

&,9V�DW�WKH�WLPH�RI�DQQRXQFHPHQW�DUH�WR�EH�DOORZHG�WKH�RSWLRQDO�WUHDWPHQW

DQG�WKH�UHYHQXH�LPSDFW�DULVLQJ�IURP�WKRVH�DVVHWV�LV�LQFOXGHG�LQ�WKH�LQGLYLGXDOV

DQG�VXSHUDQQXDWLRQ�IXQGV�FRPSRQHQWV�RQ�WKH�EDVLV�WKDW�WKH�EHQHILFLDO�RZQHUV

RI�WKRVH�DVVHWV�DUH�ODUJHO\�LQGLYLGXDOV�RU�VXSHUDQQXDWLRQ�IXQGV�

��� $Q�DPRXQW�ZDV�DOVR�HVWLPDWHG�IRU�WKH�LPSDFW�XSRQ�LQFRPH�WD[HV�DULVLQJ

IURP�DQ�H[SHFWHG�WHQGHQF\�IRU�VRPH�UHWXUQV�WR�LQYHVWPHQW�WR�EH�WDNHQ�DV

FDSLWDO�JDLQV�UDWKHU�WKDQ�DV�RUGLQDU\�LQFRPH���)RU�H[DPSOH��WKHUH�ZLOO�EH�DQ

LQFUHDVHG�LQFHQWLYH�IRU�VKDUHKROGHUV�WR�UHDOLVH�FDSLWDO�JDLQV�RQ�VKDUHV�UDWKHU

WKDQ�WR�UHFHLYH�WKH�LQFRPH�DV�GLYLGHQGV�
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��� 7DEOH�������RXWOLQHV�WKH�RYHUDOO�LPSDFW�RQ�&*7�UHYHQXHV�DQG�RWKHU

WD[HV�RI�WKH�FKDQJHV�WR�LQGLYLGXDOV�DQG�VXSHUDQQXDWLRQ�IXQG�&*7�WUHDWPHQW�

Table 24.10 Revenue impact of CGT restructuring proposal
2000-01

$m
2001-02

$m
2002-03

$m
2003-04

$m
2004-05

$m

Individuals

Freezing indexation (static) 40 230 310 400 490

Abolishing averaging  (static) 200 290 340 360 390

50% exclusion (static cost) -570 -820 -940 -1070 -1180

Overall static cost -330 -300 -290 -310 -300

Revenue from extra realisations 540 530 500 480 400

Superannuation funds

Freezing indexation (static) 40 250 340 430 520

Optional 1/3 exclusion (static cost) -180 -350 -450 -530 -620

Overall static cost -140 -100 -110 -100 -100

Revenue from extra realisations 70 50 40 40 30

Other entities

Freezing indexation 10 40 50 60 70

General

Cost of converting ordinary income
to capital gains -20 -50 -100 -150 -180

Total 130 170 90 30 -70

Note:  Assets held by non-CIV trusts at the time of announcement will be allowed the optional
capital gains treatment on realisation at the entity level.

Main assumptions

��� 7KH�PDLQ�DVVXPSWLRQV�XQGHUO\LQJ�WKH�HVWLPDWHV�ZHUH�

� IXWXUH�JURZWK�LQ�WD[�EDVH�³���SHU�FHQW�SHU�DQQXP�ORQJ�WHUP�DIWHU�D�SHULRG

RI�JURZWK�DW���SHU�FHQW�WR���������

� IXWXUH�LQIODWLRQ�³�����SHU�FHQW�SHU�DQQXP��DQG

� LQ�ODUJH�SDUW��WKH�DVVHWV�KHOG�LQ�QRQ�&,9�WUXVWV�SULRU�WR�DQQRXQFHPHQW�ZLOO

EH�UHSODFHG��ZKHQ�UHDOLVHG��QRW�E\�DVVHWV�DOVR�KHOG�LQ�VXFK�WUXVWV��EXW�E\

DVVHWV�LQ�WKH�KDQGV�RI�WKH�PHPEHUV�RI�WKH�WUXVWV�

Timing

��� 7KH�HVWLPDWHV�IRU���������FROOHFWLRQ�\HDU������������LQFRPH�\HDU��DUH

YHU\�GHSHQGHQW�XSRQ�SDVVDJH�RI�WKH�OHJLVODWLRQ�E\�DERXW�WKH�PLGGOH�RI�WKH�\HDU�

:HUH�WKH�OHJLVODWLRQ�WR�EH�GHOD\HG�IXUWKHU��WKHUH�ZRXOG�EH�D�FRQVLGHUDEOH�ULVN�WR

UHYHQXH���7KH�5HYLHZ�H[SHFWV�FRQVLGHUDEOH�GHIHUUDO�RI�DVVHW�UHDOLVDWLRQV�RQFH

WKH�GHFLVLRQ�LV�DQQRXQFHG�EXW�SURYLGHG�WKH�OHJLVODWLRQ�LV�HQDFWHG�DERXW�WKH

PLGGOH�RI�WKH�\HDU��WKDW�GHIHUUDO�ZLOO�EH�FDXJKW�XS�ZLWKLQ�WKH�\HDU���$Q\�JUHDWHU
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GHOD\�LQ�HQDFWPHQW�ZRXOG�FDXVH�IXUWKHU�GHIHUUDO�LQWR�WKH�QH[W�LQFRPH�\HDU

����������ZKHQ�SHUVRQDO�WD[�UDWHV�ZLOO�EH�ORZHU�

Response to lower rates

��� $�QXPEHU�RI�VXEPLVVLRQV�WR�WKH�5HYLHZ�DUJXHG�WKDW�UHYHQXH�HVWLPDWHV

RXJKW�WR�WDNH�DFFRXQW�RI�DQ�H[SHFWHG�LQFUHDVH�LQ�UHDOLVDWLRQV�RI�DVVHWV�LI�WKH�WD[

UDWH�RQ�FDSLWDO�JDLQV�ZHUH�UHGXFHG���6XEPLVVLRQV�UHIHUUHG�WR�WKH�H[SHULHQFH�RI

WKH�8QLWHG�6WDWHV�LQ�WKH�����V�DQG�����V�ZKHQ�FDSLWDO�JDLQV�WD[HV�ZHUH�DOWHUHG

VLJQLILFDQWO\�DQG�WKHUH�ZHUH�ODUJH�UHVSRQVHV�LQ�FDSLWDO�JDLQV�WD[�UHYHQXH�

$�ERG\�RI�HFRQRPLF�OLWHUDWXUH�KDV�GHYHORSHG�DURXQG�WKH�LVVXH�RI�WKH�HODVWLFLW\

RI�UHDOLVDWLRQV�WR�YDULDWLRQV�LQ�WD[�UDWH�

Elasticities

7KH�WHUP�¶HODVWLFLW\·�LV�XVHG�LQ�HFRQRPLFV�WR�GHVFULEH�WKH�UHVSRQVLYHQHVV�RI

RQH�YDULDEOH�WR�FKDQJHV�LQ�DQRWKHU���7KH�PRVW�FRPPRQ�XVH�ZRXOG�EH�WKH

HODVWLFLW\�RI�GHPDQG�IRU�D�SDUWLFXODU�SURGXFW�WR�FKDQJHV�LQ�LWV�SULFH���,I�D

SURGXFW�KDV�DQ�HODVWLFLW\�RI�GHPDQG�WR�SULFH�RI������VD\��IRU�VPDOO�SHUFHQWDJH

LQFUHDVHV�LQ�SULFH��GHPDQG�ZLOO�GHFOLQH�E\�KDOI�WKH�SHUFHQWDJH�SULFH�FKDQJH�

)RU�H[DPSOH��LI�WKH�SULFH�RI�WKH�SURGXFW�URVH�E\���SHU�FHQW�WKHQ�GHPDQG

ZRXOG�IDOO�E\�����SHU�FHQW���7KH�REYHUVH�ZRXOG�DSSO\�WR�IDOOV�LQ�SULFH��GHPDQG

ZRXOG�LQFUHDVH�E\�KDOI�WKH�SHUFHQWDJH�SULFH�IDOO��

,Q�WKH�FDSLWDO�JDLQV�FRQWH[W��WKH�FRQFHSW�RI�HODVWLFLW\�KDV�EHHQ�XVHG�WR

FKDUDFWHULVH�WKH�UHVSRQVLYHQHVV�RI�FDSLWDO�JDLQV�UHDOLVDWLRQV�WR�FKDQJHV�LQ�WKH

FDSLWDO�JDLQV�WD[�UDWH���$Q�HODVWLFLW\�RI�����IRU�H[DPSOH�VD\V�WKDW��IRU�VPDOO

SHUFHQWDJH�FKDQJHV��UHDOLVDWLRQV�RI�JDLQV�ZLOO�ULVH�E\�WKH�VDPH�SHUFHQWDJH�DV

WKH�WD[�UDWH�IDOOV���$�QXPEHU�ODUJHU�WKDQ�²��LPSOLHV�DQ�DFWXDO�UHYHQXH�JDLQ

IURP�ORZHULQJ�WKH�UDWH�DQG�YDOXHV�VPDOOHU�WKDQ�²��ZRXOG�LPSO\�UHYHQXH�ORVV

IURP�ORZHULQJ�WKH�UDWH�

��� %\�DQG�ODUJH��WKH�OLWHUDWXUH�FRQFOXGHV�WKDW�WKHUH�LV�D�VLJQLILFDQW

HODVWLFLW\�³�SDUWLFXODUO\�LQ�WKH�VKRUW�WHUP���7KH�OLWHUDWXUH�LV�PRUH�GLYLGHG�RYHU

KRZ�ODUJH�WKH�ORQJHU�WHUP�HODVWLFLW\�ZRXOG�EH��EXW�PRVW�DXWKRUV�FRQFOXGH�WKDW

WKHUH�LV�HYLGHQFH�RI�VRPH�UHVSRQVH��HYHQ�LQ�WKH�ORQJHU�WHUP���$�VWXG\

FRPPLVVLRQHG�E\�WKH�$XVWUDOLDQ�6WRFN�([FKDQJH�DQG�SURYLGHG�WR�WKH�5HYLHZ

FRQFOXGHG�WKDW�WUDQVODWLQJ�WKH�86�OLWHUDWXUH�LQWR�WKH�$XVWUDOLDQ�FRQWH[W�ZRXOG

VXJJHVW�D�ORQJHU�WHUP�HODVWLFLW\�RI�PRUH�WKDQ�PLQXV�����

��� 7KH�5HYLHZ�EHOLHYHV�WKDW�D�VWURQJ�UHVSRQVH�HIIHFW�RXJKW�WR�EH�H[SHFWHG

LQ�ERWK�WKH�VKRUW�DQG�ORQJHU�WHUPV�³�HVSHFLDOO\�LQ�WKH�VKRUW�WHUP���,Q�WKH�ILUVW

WZR�\HDUV�RI�WKH�PHDVXUH�WKH�5HYLHZ�KDV�HVWLPDWHG�WKDW��RQ�DYHUDJH��WKHUH�ZLOO

EH�DQ�LQFUHDVH�RI�DURXQG����SHU�FHQW�RQ�WKH�QRUPDO�UDWH�RI�UHDOLVDWLRQV�RI�JDLQV
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DV�DVVHW�KROGHUV�ZKR�IDFH�D�ORZHU�WD[�SHQDOW\�XQGHU�WKH�SURSRVDO�UHDOLJQ�WKHLU

SRUWIROLRV���7KH�UHDOLVDWLRQV�SURILOH�DGRSWHG�E\�WKH�5HYLHZ�FRUUHVSRQGV�LQ

DSSUR[LPDWH�WHUPV�WR�DQ�HODVWLFLW\�RI�DERXW�PLQXV�����LQ�WKH�ILUVW�DQG�VHFRQG

\HDUV�DIWHU�LPSOHPHQWDWLRQ���7KH�LPSOLFLW�HODVWLFLW\�LQ�WKH�ORQJHU�WHUP�GHFOLQHV

WR�DURXQG�PLQXV�����

��� 7KH�$6;�VWXG\�QRWHG�WKDW�HODVWLFLWLHV�DUH�OLNHO\�WR�GHFOLQH�DV�WKH�PDUJLQDO

UDWH�RQ�FDSLWDO�JDLQV�GHFOLQHV���$V�VXSHUDQQXDWLRQ�IXQGV�IDFH�D�UHODWLYHO\�ORZ

PDUJLQDO�UDWH�RQ�FDSLWDO�JDLQV�DOUHDG\�DQG�VLQFH�WKH\�ZLOO�QRW�VHH�D�ODUJH

SURSRUWLRQDO�FKDQJH�LQ�WKHLU�HIIHFWLYH�UDWH��WKH�5HYLHZ�H[SHFWV�RQO\�D�PRGHVW

FKDQJH�LQ�UHDOLVDWLRQV�EHKDYLRXU�IURP�VXSHUDQQXDWLRQ�IXQGV�

��� 2WKHU�HQWLWLHV�ZLOO�VHH�D�JUDGXDO�LQFUHDVH�LQ�WD[DWLRQ�RQ�FDSLWDO�JDLQV�DIWHU

WKH�SHJJLQJ�RI�FRVW�EDVH�LQGH[DWLRQ�DW�WKH�6HSWHPEHU�TXDUWHU�OHYHO���+RZHYHU�

WKHUH�ZRXOG�EH�D�UHGXFWLRQ�LQ�WD[�UDWH�IRU�FRPSDQLHV�LQ�WKH�HDUO\�\HDUV�ZKLOH

WKH�IUHH]LQJ�RI�LQGH[DWLRQ�ZRXOG�KDYH�RQO\�D�SURJUHVVLYH�HIIHFW�LQ�UDLVLQJ

HIIHFWLYH�WD[�UDWHV���7KH�EDODQFH�RI�WKHVH�WZR�LQIOXHQFHV�ZRXOG�SUREDEO\�EH�D

UHGXFWLRQ�LQ�HIIHFWLYH�UDWH�LQ�WKH�HDUO\�\HDUV�EXW��WKH�5HYLHZ�KDV�QRW�LQFOXGHG

DQ\�FKDQJH�LQ�UHDOLVDWLRQV�EHKDYLRXU�DPRQJVW�FRUSRUDWH�HQWLWLHV�

Scrip-for-scrip rollover relief

��� ,Q�FRPLQJ�WR�LWV�HVWLPDWH�RI�WKH�UHYHQXH�HIIHFWV�RI�DOORZLQJ

VFULS�IRU�VFULS�UROORYHU�IRU�WDNHRYHUV�E\�ZLGHO\�KHOG�HQWLWLHV��WKH�5HYLHZ�WRRN

DFFRXQW�RI�D�VXEPLVVLRQ�IURP�WKH�6HFXULWLHV�,QVWLWXWH�RI�$XVWUDOLD���7KH

,QVWLWXWH�KDG�FRPPLVVLRQHG�$FFHVV�(FRQRPLFV�WR�SURGXFH�HVWLPDWHV�RI�WKH

UHYHQXH�HIIHFW�RI�DOORZLQJ�VFULS�IRU�VFULS�UROORYHU�LQ�UHVSHFW�RI�WDNHRYHUV�E\

SXEOLFO\�OLVWHG�FRPSDQLHV�RQO\���$FFHVV�(FRQRPLFV�KDG�HVWLPDWHG�WKDW�RQ

DYHUDJH�WKHUH�DUH�DURXQG����WDNHRYHUV�DQQXDOO\�LQ�WKLV�FDWHJRU\�RI�DYHUDJH�YDOXH

�����PLOOLRQ���,W�SRVLWHG��RQ�WKH�EDVLV�RI�WKH�OLWHUDWXUH��WKDW�UHGXFLQJ�WKH

LPPHGLDWH�WD[�LPSRVW�WR�]HUR�ZRXOG�LQFUHDVH�WKH�DQQXDO�QXPEHU�RI

VFULS�IRU�VFULS�WDNHRYHUV�E\����SHU�FHQW��WKRXJK�VRPH�RI�WKDW�LQFUHDVH�ZRXOG

FRPH�IURP�D�FRQYHUVLRQ�RI�SUHYLRXVO\�FDVK�WDNHRYHUV�WR�VFULS�IRU�VFULS�

��� 7KH�5HYLHZ·V�DSSURDFK�WR�PRGHOOLQJ�WKH�UHYHQXH�LPSDFW�RI�FKDQJHRYHU

WR�D�VFULS�IRU�VFULS�UHJLPH�ZDV�VLPLODU�WR�WKDW�RI�$FFHVV�(FRQRPLFV�DQG�WKH

5HYLHZ�KDV�DGRSWHG�WKH�$FFHVV�(FRQRPLFV�HVWLPDWH�RI�WKH�SRWHQWLDO�VL]H�RI�WKH

RQJRLQJ�WDNHRYHU�PDUNHW�IRU�SXEOLFO\�OLVWHG�FRPSDQLHV���$QDO\VLV�GRQH�RQ

EHKDOI�RI�WKH�'HSDUWPHQW�RI�&RPPXQLFDWLRQV��,QIRUPDWLRQ�7HFKQRORJ\�DQG

WKH�$UWV�KDV�DOVR�RIIHUHG�JXLGDQFH�RQ�DGMXVWLQJ�WKDW�HVWLPDWH�WR�WDNH�DFFRXQW�RI

WKH�PDUNHW�IRU�WDNHRYHUV�LQYROYLQJ�RWKHU�WKDQ�SXEOLF�FRPSDQLHV�ZKHUH�RQH�RI

WKH�HQWLWLHV�LV�ZLGHO\�KHOG�

��� 7KH�5HYLHZ�KDV�DGGHG����SHU�FHQW�WR�WKH�HVWLPDWH�RI�SXEOLF�FRPSDQ\�WR

SXEOLF�FRPSDQ\�WDNHRYHUV�WR�DFFRXQW�IRU�RWKHU�WDNHRYHUV�LQYROYLQJ�ZLGHO\�KHOG

HQWLWLHV�
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��� 7KH�UHYHQXH�LPSDFW�RI�UROORYHU�UHOLHI�GHSHQGV�XSRQ�WKUHH�PDLQ

SDUDPHWHUV�

� WKH�H[WHQW�RI�LQFUHDVHG�WDNHRYHU�DFWLYLW\�LQGXFHG�E\�WKH�FKDQJH�

� WKH�DYHUDJH�LQFUHDVH�LQ�FRPSDQ\�YDOXH�WKDW�RFFXUV�EHFDXVH�RI�WKH�WDNHRYHU�

DQG

� WKH�H[WHQW�RI�RQFH�RII�SRUWIROLR�UHDOLJQPHQW�WKDW�RFFXUV�DW�WKH�WLPH�RI�D

WDNHRYHU�

��� ,Q�WKH�5HYLHZ·V�MXGJPHQW��WKHUH�ZLOO�EH�D�YHU\�VWURQJ�UHVSRQVH�LQ

WDNHRYHU�DFWLYLW\�ZKHQ�VFULS�IRU�VFULS�UROORYHU�LV�DYDLODEOH�³�SDUWLFXODUO\�LQ�WKH

ILUVW�\HDU���7KH�5HYLHZ�HVWLPDWHV�WKDW�LQ�WKH�ILUVW�\HDU�WKHUH�ZLOO�EH�D

����SHU�FHQW�LQFUHDVH�LQ�WDNHRYHU�DFWLYLW\�DQG�LQ�VXEVHTXHQW�\HDUV�WKHUH�ZLOO�EH

DQ�RQJRLQJ����SHU�FHQW�LQFUHDVH�

��� 7KH�DYHUDJH�LQFUHDVH�LQ�FRPSDQ\�YDOXH�XVHG�LQ�WKH�5HYLHZ·V�HVWLPDWHV

GHULYHV�IURP�WKH�$FFHVV�(FRQRPLFV�SDUDPHWHUV���6KDUH�YDOXHV�LQ�FXUUHQW

WDNHRYHUV�DUH�DVVXPHG�WR�LQFUHDVH�RQ�DYHUDJH�E\�������SHU�FHQW�RQ�DFFRXQW�RI

WDNHRYHU�ZKLOH�XQGHU�D�PRUH�OLEHUDO�UHJLPH�WKH�DYHUDJH�XSOLIW�ZLOO�EH

��SHUFHQWDJH�SRLQWV�OHVV�DW�������SHU�FHQW���7KH�ODWWHU�LV�ORZHU�EHFDXVH�WKH�H[WUD

WDNHRYHUV�LQGXFHG�E\�WKH�UROORYHU�ZRXOG�QRW�KDYH�EHHQ�FRPPHUFLDOO\�VRXQG�DW

D�SULFH�XSOLIW�RI������SHU�FHQW�DQG�VKDUHKROGHUV��ZLWKRXW�UROORYHU��ZRXOG�UHTXLUH

VRPHWKLQJ�OLNH�WKDW�WR�EH�FRPSHQVDWHG�IRU�WKHLU�LPPHGLDWH�&*7�OLDELOLW\�

8QGHU�WKH�UROORYHU�UHJLPH�WKH�SUHPLXP�FDQ�EH�UHGXFHG�WR�D�FRPPHUFLDOO\

YLDEOH�OHYHO�DQG�WKHUH�ZRXOG�DOVR�EH�VRPH�UHGXFWLRQ�LQ�WKH�SUHPLXP�SDLG�IRU

WDNHRYHUV�WKDW�ZRXOG�KDYH�RFFXUUHG�ZLWKRXW�UROORYHU�VLQFH�&*7�FRPSHQVDWLRQ

ZRXOG�QRW�EH�QHHGHG�LQ�WKRVH�FDVHV�HLWKHU�

��� 2QFH�RII�SRUWIROLR�UHDOLJQPHQW�LQ�WKH�ZDNH�RI�D�WDNHRYHU�LV�DVVXPHG�WR

EH����SHU�FHQW�RI�VKDUHV���7KLV�UHIOHFWV�D�MXGJPHQW�DERXW�WKH�H[WHQW�RI�SRUWIROLR

UHDOLJQPHQW�WKDW�ZRXOG�WDNH�SODFH�LQ�WKH�ZDNH�RI�D�WDNHRYHU�ZKHUH�PDQ\

VKDUHKROGHUV�DUH�OHIW�ZLWK�D�KLJKHU�ZHLJKWLQJ�WKDQ�GHVLUHG�RI�WKH�DFTXLULQJ

HQWLW\·V�VKDUHV�LQ�WKHLU�SRUWIROLRV�DQG�DW�D�WLPH�ZKHQ�WKH�YDOXH�RI�WKH

VKDUHKROGLQJ�LV�DW�ZKDW�PD\�EH�VHHQ�WR�EH�D�SHDN�




