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Introduction
� ,Q�0D\�������WKH�'HSDUWPHQW�RI�,QGXVWU\��6FLHQFH�DQG�5HVRXUFHV��,65�

FRPPLVVLRQHG�(FRQRWHFK�WR�PRGHO�WKH�ORQJ�WHUP�HIIHFWV�RI�EXVLQHVV�WD[

UHIRUP�RQ�$XVWUDOLDQ�LQGXVWULHV��XVLQJ�LWV�00����PRGHO�RI�WKH�$XVWUDOLDQ

HFRQRP\���7KH�FKDQJHV�PRGHOOHG�ZHUH�WKH�EXVLQHVV�WD[�UHIRUP�SURSRVDOV

DQQRXQFHG�LQ�$�1HZ�7D[�6\VWHP�EXW�DW�WKH�FRPSDQ\�WD[�UDWHV�SURSRVHG�E\�WKH

5HYLHZ��DQG�WKH�5HYLHZ·V�UHFRPPHQGHG�UHIRUPV���7KH�PRGHO�UHVXOWV�UHIOHFW

WKH�FRPELQHG�HIIHFW�RI�WKHVH�EXVLQHVV�WD[�UHIRUP�PHDVXUHV�

� 7KH�DLP�RI�WKH�PRGHOOLQJ�ZDV�WR�HVWLPDWH�KRZ�VXFK�UHIRUP�PLJKW�DIIHFW

WKH�GLVWULEXWLRQ�RI�HFRQRPLF�DFWLYLW\�EHWZHHQ�GLIIHUHQW�LQGXVWULHV���,W�ZDV�QRW

LQWHQGHG�WR�HVWLPDWH�WKH�LPSDFW�RI�WKH�UHIRUPV�RQ�WKH�RYHUDOO�OHYHO�RI

HFRQRPLF�DFWLYLW\���(FRQWHFK�FRQGXFWHG�WKH�PRGHOOLQJ�ZLWK�DVVLVWDQFH�IURP

,65�DQG�WKH�5HYLHZ�RI�%XVLQHVV�7D[DWLRQ��5%7��6HFUHWDULDW�

� 7KH�PRGHOOLQJ�ZDV�FRQGXFWHG�LQ�WZR�VWDJHV���7KH�ILUVW�VWDJH�ZDV�WR

HVWLPDWH�WKH�FKDQJH�LQ�WD[HV�SDLG�E\�LQGXVWULHV�DV�D�UHVXOW�RI�WKH�EXVLQHVV�WD[

UHIRUPV���7KH�VHFRQG�VWDJH�LQYROYHG�HQWHULQJ�WKHVH�HVWLPDWHV�LQWR�(FRQWHFK·V

00����PRGHO�WR�HVWLPDWH�WKH�H[WHQW�WR�ZKLFK�WKH\�PLJKW�DOWHU�WKH�SDWWHUQ�RI

LQGXVWU\�SURGXFWLRQ�

� 7KH�FKDQJHV�WR�WKH�LQGLUHFW�WD[�V\VWHP�UHFHQWO\�SDVVHG�LQWR�ODZ��DQG�WKH

SHUVRQDO�LQFRPH�WD[�UDWH�FXWV�DVVRFLDWHG�ZLWK�WKHP��KDYH�DOVR�EHHQ

LQFRUSRUDWHG�LQWR�WKLV�PRGHOOLQJ�H[HUFLVH���7KLV�LV�EHFDXVH�WKHVH�PHDVXUHV�ZLOO

EH�LQ�SODFH�ZKHQ�DQ\�EXVLQHVV�WD[�UHIRUPV�DUH�LPSOHPHQWHG�DQG�WKH\�ZLOO�DOVR

DIIHFW�WKH�OHYHO�DQG�SDWWHUQ�RI�DFWLYLW\�LQ�WKH�HFRQRP\�

� 7KH�UHVXOWV�DUH�SUHVHQWHG�DV�D�JXLGH�DV�WR�KRZ�WKH�UHODWLYH�LPSDFW�RI�WKH

UHIRUPV�PLJKW�GLIIHU�DFURVV�SDUWLFXODU�LQGXVWULHV�DQG�QRW�WKHLU�RYHUDOO�LPSDFW�RQ

WKH�OHYHO�RI�DFWLYLW\�IRU�LQGLYLGXDO�LQGXVWULHV���,W�LV�LPSRUWDQW�WR�UHPHPEHU�WKDW

WKH�5HYLHZ�EHOLHYHV�WKDW�DQ�RYHUDOO�JURZWK�GLYLGHQG�RI�õ�RI�D�SHU�FHQW�RI�*'3

ZLOO�UHVXOW�IURP�LWV�UHIRUPV�DQG�WKLV�JURZWK�GLYLGHQG�LV�QRW�UHIOHFWHG�LQ�WKH

PRGHOOLQJ�UHVXOWV�

� 5HDOLVDWLRQ�RI�D�JURZWK�GLYLGHQG�RI�WKLV�PDJQLWXGH��SDUWLFXODUO\�LI�VKDUHG

DFURVV�DOO�LQGXVWULHV��ZRXOG�PDNH�LW�YHU\�XQOLNHO\�WKDW�DQ\�LQGXVWU\�ZRXOG�ORVH

DV�D�FRQVHTXHQFH�RI�WKH�UHIRUPV�

� $V�ZLWK�DOO�PRGHOOLQJ��WKH�UHVXOWV�RI�WKLV�H[HUFLVH�DUH�KHDYLO\�GHSHQGHQW

RQ�WKH�XQGHUO\LQJ�PHWKRGRORJ\�DQG�DVVXPSWLRQV�XVHG���,Q�WKLV�FDVH��WKH�UHVXOWV

GHSHQG�RQ�WKH�5HYLHZ·V�HVWLPDWHV�RI�WKH�UHYHQXH�LPSOLFDWLRQV�RI�WKH�UHIRUPV�

WKH�PHWKRGRORJ\�XVHG�WR�HVWLPDWH�WKH�FKDQJH�LQ�WD[HV�SDLG�E\�LQGXVWULHV�DQG

WKH�DVVXPSWLRQV�EXLOW�LQWR�00������,Q�DGGLWLRQ��WKH�PRGHOOLQJ�DVVXPHV�WKDW



Estimated impacts

740 A Tax System Redesigned

WKH�LPSDFW�RI�WKH�UHIRUPV�LQ���������DUH�UHSUHVHQWDWLYH�RI�ZKDW�WKH�UHODWLYH

HIIHFWV�ZRXOG�EH�LQ�WKH�ORQJHU�WHUP�

Methodology

The tax reforms

� 7KH�PRGHOOLQJ�WDNHV�DFFRXQW�RI�WKUHH�VHSDUDWH�FRPSRQHQWV�RI�WD[DWLRQ

UHIRUP�

� 7KH�ILUVW�FRPSRQHQW�ZDV�WKH�SDFNDJH�RI�SHUVRQDO�LQFRPH�WD[�UDWH�FXWV

DQG�UHIRUP�RI�WKH�LQGLUHFW�WD[�V\VWHP�RULJLQDOO\�DQQRXQFHG�LQ�$�1HZ�7D[

6\VWHP�DQG�VXEVHTXHQWO\�UHYLVHG�EHIRUH�EHLQJ�SDVVHG�LQWR�ODZ���7KH�LQGLUHFW�WD[

UHIRUPV�LQFOXGHG�WKH�LQWURGXFWLRQ�RI�D�EURDG�EDVHG�JRRGV�DQG�VHUYLFHV�WD[

OHYLHG�DW�D�UDWH�RI����SHU�FHQW�ZLWK�OLPLWHG�H[HPSWLRQV�IRU�VRPH�IRRGV��WKH

DEROLWLRQ�RI�ZKROHVDOH�VDOHV�WD[��UHGXFWLRQV�LQ�IXHO�H[FLVHV�IRU�SHWURO�DQG�GLHVHO

DQG�WKH�DEROLWLRQ�RI�)LQDQFLDO�,QVWLWXWLRQV�'XW\���7KHVH�UHIRUPV��WRJHWKHU�ZLWK

D�FXW�LQ�SHUVRQDO�LQFRPH�WD[HV�VXIILFLHQW�WR�GHOLYHU�D�UHYHQXH�QHXWUDO�SDFNDJH�

ZHUH�PRGHOOHG�XVLQJ�WKH�00����PRGHO�ZKLFK�FRYHUV�DOO�LQGLUHFW�WD[HV�DQG�WKH

*67�

�� 7KH�VHFRQG�FRPSRQHQW�RI�UHIRUP�ZDV�DOVR�DQQRXQFHG�LQ�$�1HZ�7D[

6\VWHP�DQG�LQYROYHG�FKDQJHV�WR�WKH�WD[DWLRQ�RI�EXVLQHVV�HQWLWLHV���7KHVH

SURSRVDOV�LQFOXGHG�WD[LQJ�WUXVWV�DV�FRPSDQLHV��WKH�LQWURGXFWLRQ�RI�D�GHIHUUHG

FRPSDQ\�WD[�DORQJ�ZLWK�UHIXQGDEOH�LPSXWDWLRQ�FUHGLWV��DQG�PHDVXUHV�DIIHFWLQJ

WKH�OLIH�LQVXUDQFH�LQGXVWU\�

�� 7KH�WKLUG�FRPSRQHQW�RI�WKH�UHIRUPV�FRQVWLWXWHV�WKDW�SDUW�RI�WKH

5HYLHZ·V�UHFRPPHQGDWLRQV�WKDW�ZRXOG�LPSDFW�LQLWLDOO\�XSRQ�LQGXVWULHV���7KHVH

LQFOXGH�D�UHGXFWLRQ�LQ�WKH�FRPSDQ\�WD[�UDWH�IURP����SHU�FHQW�WR����SHU�FHQW�

WKH�DEROLWLRQ�RI�DFFHOHUDWHG�GHSUHFLDWLRQ��DQG�RWKHU�PHDVXUHV�

�� 7KH�UHVXOWV�UHSRUWHG�UHIHU�WR�WKH�UHODWLYH�LPSDFW�RI�WKH�EXVLQHVV�WD[

UHIRUPV�RQ�LQGXVWU\�UHIOHFWLQJ�D�EHQFKPDUN�HVWDEOLVKHG�E\�PRGHOOLQJ�WKH

LPSDFW�RI�WKH�ILUVW�FRPSRQHQW�RQ�WKH�HFRQRP\�

Data

�� $JJUHJDWH�UHYHQXH�HVWLPDWHV�IRU���������ZHUH�SURYLGHG�E\�WKH�5%7

6HFUHWDULDW�DV�D�VWDUWLQJ�SRLQW�IRU�WKH�DQDO\VLV���7KHVH�HVWLPDWHV�ZHUH�DOORFDWHG

WR�LQGXVWULHV�XVLQJ�WKH�PRVW�UHFHQW�DYDLODEOH�WD[DWLRQ�VWDWLVWLFV����������

SXEOLVKHG�E\�WKH�$XVWUDOLDQ�7D[DWLRQ�2IILFH��$72���XQSXEOLVKHG�VPDOO
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EXVLQHVV�WD[DWLRQ�VWDWLVWLFV��DQG�ERWK�SXEOLVKHG�DQG�XQSXEOLVKHG�FDSLWDO�VWRFN

DQG�H[SHQGLWXUH�GDWD�IURP�WKH�$XVWUDOLDQ�%XUHDX�RI�6WDWLVWLFV��$%6��

�� %RWK�WKH�$72�DQG�WKH�$%6�XVH�WKH�$1=6,&�LQGXVWU\�FODVVLILFDWLRQ

ZKLFK�ZDV�XVHG�WR�PDWFK�LQGXVWU\�GDWD�ZLWK�WKH�00����PRGHO�

Allocation of taxation revenue estimates to industries

�� 7KH�LPSDFW�RI�WKH�GLUHFW�EXVLQHVV�WD[�UHIRUPV�RQ�LQGXVWU\�FRVWV�ZDV

HVWLPDWHG�E\�DOORFDWLQJ�HVWLPDWHV�RI�WKH�WD[DWLRQ�UHYHQXH�HIIHFWV�RI�WKH

SURSRVDOV�WR�GLIIHUHQW�LQGXVWULHV��WKXV�FKDQJLQJ�WKH�WD[HV�SDLG��DQG�FRVWV�ERUQH�

E\�WKHP��2QH�PLQRU�PHDVXUH��WUHDWPHQW�RI�SULYDWH�UHFHLSWV�DQG�H[SHQGLWXUHV�

ZDV�QRW�DOORFDWHG�WR�VSHFLILF�LQGXVWULHV�EHFDXVH�LW�ZRXOG�EH�XQOLNHO\�WR�DIIHFW

LQGXVWU\�HYHQ�LQGLUHFWO\�

�� 7KH�UHYHQXH�JDLQ�IURP�DQ\�PHDVXUH�WKDW�LPSDFWV�RQ�FRPSDQ\�WD[�WDNHV

DFFRXQW�RI�ERWK�WKH�FKDQJH�LQ�FRPSDQ\�WD[�SDLG�DQG�DQ\�RIIVHWWLQJ�LPSDFW�RQ

VKDUHKROGHUV·�WD[�OLDELOLWLHV�DULVLQJ�RXW�RI�WKH�RSHUDWLRQ�RI�WKH�LPSXWDWLRQ

V\VWHP�

�� 7KLV�QHW�LPSDFW�IURP�UHIRUPV�OLNH�WKH�FRPSDQ\�WD[�UDWH�UHGXFWLRQ�DQG

WKH�DEROLWLRQ�RI�DFFHOHUDWHG�GHSUHFLDWLRQ�KDV�EHHQ�DOORFDWHG�WR�LQGXVWULHV���7KH

DOWHUQDWLYH�ZRXOG�KDYH�EHHQ�WR�DOORFDWH�WKH�JURVV�LPSDFW�WR�EXVLQHVV�DQG�WKH

RIIVHWWLQJ�EHQHILW�WR�VKDUHKROGHUV�WKURXJK�WKH�LPSXWDWLRQ�V\VWHP���&OHDUO\�WKHUH

DUH�DUJXPHQWV�LQ�IDYRXU�RI�ERWK�RSWLRQV���7KH�MXGJPHQW�KDV�EHHQ�PDGH�WKDW

WKH�UHOHYDQW�YDULDEOH�LV�WKH�LPSDFW�RI�WKH�WD[�FKDQJHV�RQ�WKH�FRVW�RI�FDSLWDO�WR

LQGXVWU\�DQG�WKH�QHW�UHYHQXH�LPSDFW�LV�OLNHO\�WR�EH�WKH�PRUH�DSSURSULDWH�SUR[\

IRU�WKLV�YDULDEOH���7KLV�MXGJPHQW�WRRN�LQWR�DFFRXQW�WKH�VWUXFWXUH�RI�WKH�00���

PRGHO�DQG�WKH�ZD\�WKH�GLIIHUHQW�DSSURDFKHV�FRXOG�EH�EHVW�FDSWXUHG�LQ�WKH

PRGHO�

Allocation of business tax reforms in ‘A New Tax System’

�� 7KH�FKDQJHV�LQ�WD[DWLRQ�UHYHQXHV�IRU�WKH�EXVLQHVV�WD[�UHIRUPV

DQQRXQFHG�LQ�$�1HZ�7D[�6\VWHP��DV�DPHQGHG�E\�WKH�SURSRVHG�UHGXFWLRQV�LQ

WKH�FRPSDQ\�WD[�UDWH��ZHUH�DOORFDWHG�DV�IROORZV�

� WKH�UHYHQXH�UDLVHG�IURP�WKH�LQWURGXFWLRQ�RI�WKH�GHIHUUHG�FRPSDQ\�WD[�ZDV

DOORFDWHG�DFFRUGLQJ�WR�HDFK�LQGXVWU\·V�VKDUH�RI�XQIUDQNHG�GLYLGHQGV�SDLG�E\

FRPSDQLHV�

� WKH�UHYHQXH�UHGXFWLRQ�IURP�DOORZLQJ�UHIXQGDEOH�LPSXWDWLRQ�FUHGLWV�ZDV

DOORFDWHG�DFFRUGLQJ�WR�HDFK�LQGXVWU\·V�VKDUH�RI�IUDQNHG�GLYLGHQGV�SDLG�E\

FRPSDQLHV�

� WKH�UHYHQXH�UDLVHG�E\�WD[LQJ�WUXVWV�DV�FRPSDQLHV�ZDV�DOORFDWHG�DFFRUGLQJ�WR

HDFK�LQGXVWU\·V�VKDUH�RI�QHW�EXVLQHVV�LQFRPH�RI�WUXVWV���DQG
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� WKH�UHYHQXH�UDLVHG�IURP�WKH�OLIH�LQVXUDQFH�SURSRVDOV�ZDV�DOORFDWHG�WR�WKH�OLIH

LQVXUDQFH�LQGXVWU\�

Allocation of impact of Review’s recommendations

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

LQGXVWU\�ZKHUHYHU�SRVVLEOH���,Q�RQH�FDVH�WKH�LPSDFW�RI�D�PHDVXUH�LV�FOHDUO\�RQ

KRXVHKROGV�DQG�VR�QR�LPSDFW�RQ�LQGXVWU\�ZDV�DOORFDWHG���7DEOH������SURYLGHV�D

UHFRQFLOLDWLRQ�EHWZHHQ�WKH�UHYHQXH�LPSDFW�DOORFDWHG�WR�LQGXVWU\�DQG�WKH�RYHUDOO

QHW�UHYHQXH�LPSDFW�RI�WKH�IXOO�VHW�RI�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�

Table 25.1 Reconciliation of allocated measures and
overall cost of reforms �� 2004-05

$m

Measures allocated to industries 630

Plus measures allocated to individuals

Tax design reform

Treatment of private receipts and expenditures -20

Plus growth dividend 500

Minus A New Tax System measures at 36% 1,130

Overall Revenue impact of Review’s recommendations -20

�� 7KH�WZR�EXVLQHVV�WD[�SURSRVDOV�WKDW�ZRXOG�KDYH�WKH�ODUJHVW�UHYHQXH

HIIHFWV�DUH�WKH�UHGXFWLRQ�LQ�WKH�FRPSDQ\�WD[�UDWH�IURP����SHU�FHQW�WR

���SHU�FHQW�DQG�WKH�DEROLWLRQ�RI�DFFHOHUDWHG�GHSUHFLDWLRQ�

�� 7KH�FRVW�WR�UHYHQXH�RI�ORZHULQJ�WKH�FRPSDQ\�WD[�UDWH�IRU�WKH�H[LVWLQJ�WD[

EDVH�KDV�EHHQ�DOORFDWHG�DFFRUGLQJ�WR�HDFK�LQGXVWU\·V�VKDUH�RI�QHW�FRPSDQ\�WD[

SD\PHQWV���7KH�OLIH�LQVXUDQFH�LQGXVWU\�SD\V�GLIIHUHQW�WD[�UDWHV�RQ�GLIIHUHQW

SRUWLRQV�RI�LQFRPH�DQG�WKH�HIIHFW�RI�WKH�FKDQJH�LQ�WKH�FRPSDQ\�WD[�UDWH�IRU

WKDW�VHFWRU�LV�GHDOW�ZLWK�XQGHU�WKH�$�1HZ�7D[�6\VWHP�PHDVXUHV��7KH

VXSHUDQQXDWLRQ�LQGXVWU\�SD\V�WD[�RQ�HDUQLQJV�DW�D����SHU�FHQW�UDWH�DQG�LV�QRW

GLUHFWO\�DIIHFWHG�E\�WKH�UHGXFWLRQ�LQ�WKH�FRPSDQ\�WD[�UDWH�

�� $EROLVKLQJ�DFFHOHUDWHG�GHSUHFLDWLRQ�ZRXOG�LPSDFW�PRUH�KHDYLO\�RQ�WKRVH

LQGXVWULHV�ZKLFK�XVH�ORQJHU�OLYHG�DVVHWV�

�� $�PDMRU�WDVN�ZDV�WR�GHYHORS�D�PHWKRGRORJ\�DQG�REWDLQ�GDWD�WR�DOORFDWH

WKH�UHYHQXH�HIIHFWV�RI�UHPRYLQJ�DFFHOHUDWHG�GHSUHFLDWLRQ�WR�LQGLYLGXDO

LQGXVWULHV���7KH�ILUVW�VWHS�LQ�GHULYLQJ�WKH�HVWLPDWHV�ZDV�WR�UHYLHZ�WKH�$72·V

VFKHGXOH�RI�HIIHFWLYH�DQG�WD[DWLRQ�OLYHV�IRU�FDSLWDO�DVVHWV�WR�GHWHUPLQH�D

GHSUHFLDWLRQ�ORDGLQJ�IRU�HDFK�DVVHW���)RU�H[DPSOH��DQ�DVVHW�PD\�KDYH�DQ

HIIHFWLYH�OLIH�RI����\HDUV�DQG�D�WD[DWLRQ�OLIH�RI����\HDUV���7KLV�FRUUHVSRQGV�WR�D

GHSUHFLDWLRQ�ORDGLQJ�RI�����SHU�FHQW��WKDW�LV������SHU�FHQW�DERYH�HIIHFWLYH�OLIH

GHSUHFLDWLRQ��
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�� 'HWDLOHG�XQSXEOLVKHG�VWDWLVWLFV�RQ�FDSLWDO�VWRFNV�RI�EURDG�DVVHW�FODVVHV�E\

HDFK�LQGXVWU\�JURXS��RQH�GLJLW�$16=,&�FODVVLILFDWLRQ��ZHUH�WKHQ�XVHG�WR

HVWLPDWH�WKH�UHODWLYH�LPSRUWDQFH�RI�HDFK�DVVHW�IRU�HDFK�LQGXVWU\��DQG�WR

GHWHUPLQH�ZHLJKWHG�DYHUDJH�GHSUHFLDWLRQ�ORDGLQJV��RU�WKH�DFFHOHUDWHG

FRPSRQHQW�RI�GHSUHFLDWLRQ��IRU�DOO�EURDG�DVVHW�FODVVHV�ZLWKLQ�HDFK�LQGXVWU\

JURXS���7KHVH�HVWLPDWHV�ZHUH�WKHQ�XVHG�WR�DOORFDWH�WKH�5%7�6HFUHWDULDW·V

HVWLPDWHG�UHYHQXH�JDLQV�IURP�DEROLVKLQJ�DFFHOHUDWHG�GHSUHFLDWLRQ�DFURVV�EURDG

LQGXVWULHV���6WDWLVWLFV�RQ�GHSUHFLDWLRQ�GHGXFWLRQV�ZHUH�WKHQ�XVHG�WR�GHWHUPLQH

HVWLPDWHV�RI�WKH�WD[�HIIHFW�RQ�HDFK�RI�WKH�����LQGXVWULHV�PRGHOOHG�LQ�00����

�� 7KH�DOORFDWLRQ�RI�WKH�WD[DWLRQ�UHYHQXHV�IURP�WKH�5HYLHZ·V�RWKHU

SURSRVDOV�LV�GLVFXVVHG�DW�$WWDFKPHQW�$�

Effects of the reforms on taxes paid by industries

�� 7DEOH������VKRZV�WKH�HVWLPDWHG�DOORFDWLRQ�WR�PDMRU�$XVWUDOLDQ�LQGXVWULHV

RI�WKH�SURSRVHG�EXVLQHVV�WD[DWLRQ�UHIRUP�PHDVXUHV��LQFOXGLQJ�WKRVH�SURSRVHG

LQ�$�1HZ�7D[�6\VWHP�DQG�WKRVH�SURSRVHG�E\�WKH�5HYLHZ���7KH�ILUVW�FROXPQ�LQ

WKH�WDEOH�VKRZV�WKH�HVWLPDWHG�LPSDFW�RQ�WD[HV�SDLG�E\�LQGXVWULHV�DULVLQJ�IURP

WKH�EXVLQHVV�WD[�PHDVXUHV�DQQRXQFHG�LQ�$�1HZ�7D[�6\VWHP�DW�WKH����SHU�FHQW

FRPSDQ\�WD[�UDWH���7KH�VHFRQG�FROXPQ�VKRZV�WKH�HVWLPDWHG�LPSDFW�RQ�WD[HV

SDLG�E\�LQGXVWULHV�LI�WKH�$�1HZ�7D[�6\VWHP�PHDVXUHV�ZHUH�DGRSWHG�DW�WKH

SURSRVHG�FRPSDQ\�WD[�UDWH���7KH�WKLUG�FROXPQ�VKRZV�WKH�HVWLPDWHG�UHGXFWLRQ

LQ�WD[HV�SDLG�E\�LQGXVWULHV�IURP�UHGXFLQJ�WKH�FRPSDQ\�WD[�UDWH�RQ�WKH�H[LVWLQJ

WD[�EDVH���7KH�IRXUWK�FROXPQ�VKRZV�WKH�HVWLPDWHG�LQFUHDVH�LQ�WD[HV�SDLG�E\

LQGXVWULHV�IURP�DEROLVKLQJ�DFFHOHUDWHG�GHSUHFLDWLRQ���7KH�ILIWK�FROXPQ�VKRZV

WKH�HVWLPDWHG�QHW�FKDQJH�LQ�WD[HV�SDLG�E\�LQGXVWULHV�IURP�WKH�5HYLHZ·V�RWKHU

UHIRUP�PHDVXUHV��LQFOXGLQJ�FKDQJHV�WR�WKH�$�1HZ�7D[�6\VWHP�EXVLQHVV�WD[

PHDVXUHV��ZKLOH�WKH�ODVW�FROXPQ��ZKLFK�LV�WKH�VXP�RI�FROXPQV�WZR�WR�ILYH�

UHSUHVHQWV�WKH�FKDQJH�LQ�WD[HV�SDLG�E\�LQGXVWULHV�IURP�ERWK�WKH�PHDVXUHV

SURSRVHG�LQ�$�1HZ�7D[�6\VWHP�DQG�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�

�� 7KH�ILJXUH�LQ�WKH�ODVW�FROXPQ�DUH�WKH�DJJUHJDWHV�RI�WKH�GLUHFW�UHYHQXH

LPSDFWV�WKDW�ZHUH�IHG�LQWR�WKH�PRGHO�IRU�HDFK�LQGXVWU\��DW�D�PRUH�GHWDLOHG�OHYHO

WKDQ�VKRZQ�KHUH�

�� 7KH�QHW�HIIHFW�RI�WKHVH�EXVLQHVV�WD[�UHIRUPV�LV�VPDOO�UHODWLYH�WR�WKH

PDJQLWXGH�RI�WKH�FRPSRQHQW�FKDQJHV���7KLV�LV�EHFDXVH�PDQ\�FRPSRQHQWV

RIIVHW�HDFK�RWKHU���0RVW�QRWDEO\��WKH�WRWDO�LPSDFW�RI�WKH�UHGXFWLRQ�LQ�WKH

FRPSDQ\�WD[�UDWH�IURP����SHU�FHQW�WR����SHU�FHQW�LV�ODUJHO\�SDLG�IRU�E\�WKH

DEROLWLRQ�RI�DFFHOHUDWHG�GHSUHFLDWLRQ���+RZHYHU��WKHVH�WZR�PHDVXUHV�GR�QRW

H[DFWO\�RIIVHW�HDFK�RWKHU�DQG�WKH�WUDGH�RII�FKDQJHV�WKH�VHFWRUDO�LQFLGHQFH�RI�WD[

IRU�D�QXPEHU�RI�UHDVRQV�

� ,QGXVWULHV�DQG�ILUPV�ZLWK�D�KLJKHU�OHYHO�RI�SURILWV�ZRXOG�EHQHILW�PRUH�IURP

D�ORZHU�FRPSDQ\�WD[�UDWH�WKDQ�WKRVH�ZLWK�D�ORZHU�OHYHO�RI�SURILWV�
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� 7KH�SDWWHUQ�RI�DFFHOHUDWHG�GHSUHFLDWLRQ�LV�QRW�XQLIRUP�RYHU�DOO�W\SHV�RI

FDSLWDO���,W�SDUWLFXODUO\�EHQHILWV�ORQJ�OLYHG�SODQW�DQG�HTXLSPHQW�DQG�GRHV�QRW

DSSO\�WR�VRPH�IRUPV�RI�LQWDQJLEOH�FDSLWDO�VXFK�DV�LQWHOOHFWXDO�SURSHUW\�

5HPRYLQJ�DFFHOHUDWHG�GHSUHFLDWLRQ�ZRXOG�LQFUHDVH�WKH�EXUGHQ�RI�WD[DWLRQ

RQ�WKRVH�LQGXVWULHV�HPSOR\LQJ�D�UHODWLYHO\�ODUJH�SURSRUWLRQ�RI�DVVHWV

FXUUHQWO\�EHQHILWLQJ�IURP�DFFHOHUDWHG�GHSUHFLDWLRQ�

� ,QGXVWULHV�ZLWK�D�KLJK�SURSRUWLRQ�RI�WD[SD\HUV�VXFK�DV�VROH�SURSULHWRUV�DQG

SDUWQHUVKLSV�WKDW�DUH�QRW�WD[HG�DV�FRPSDQLHV��VXFK�DV�DJULFXOWXUH��IRUHVWU\

DQG�ILVKLQJ��ZRXOG�QRW�EHQHILW�WR�WKH�VDPH�H[WHQW�DV�RWKHU�LQGXVWULHV�IURP�D

UHGXFWLRQ�LQ�WKH�FRPSDQ\�WD[�UDWH���+RZHYHU��DOWKRXJK�WKH\�ZRXOG�EHQHILW

IURP�WKH�SHUVRQDO�LQFRPH�WD[�UDWH�UHGXFWLRQV�WKDW�DFFRPSDQLHG�LQGLUHFW�WD[

UHIRUP��WKLV�EHQHILW�LV�QRW�DOORFDWHG�WR�WKHVH�LQGXVWULHV�LQ�WKLV�PRGHOOLQJ

H[HUFLVH���7KHUHIRUH��WKH�UHVXOWV�XQGHUVWDWH�WKH�SRWHQWLDO�EHQHILWV�WR�VXFK

LQGXVWULHV�IURP�WKH�RYHUDOO�WD[�UHIRUP�SDFNDJH�

� 7KH�VPDOO�EXVLQHVV�SDFNDJH�ZLOO�PHDQ�WKDW�WKH�LPSDFW�RI�DEROLVKLQJ

DFFHOHUDWHG�GHSUHFLDWLRQ�LV�VXEVWDQWLDOO\�RIIVHW�IRU�VRPH�LQGXVWULHV���)RU

H[DPSOH�����SHU�FHQW�RI�SULPDU\�SURGXFHUV�ZRXOG�TXDOLI\�IRU�WKH�VPDOO

EXVLQHVV�SDFNDJH�
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Table 25.2 Changes in business income taxes paid by industries in 2004-05
Industry Revenue from

A New Tax
System

measures
at 36%

$m

Revenue from A
New Tax System

measures
at 30%

$m

30% Tax
Rate —
Existing

Base

$m

Remove
Accelerated
Depreciation

$m

Other
Reforms

$m

Total

$m

Agriculture, forestry & fishing 33 22 -39 84 -52 16

Mining -8 -4 -316 385 121 186

Manufacturing 32 26 -554 662 100 234

Electricity, gas & water 3 2 -9 167 19 179

Construction -2 -2 -83 86 9 10

Wholesale trade 18 11 -251 131 57 -51

Retail trade 25 16 -133 173 65 121

Accomm, cafes &
restaurants

1 1 -29 77 -8 40

Transport 13 9 -87 285 -45 192

Communication services -76 -53 -175 133 -34 -129

Finance & insurance 948 628 -940 67 17 -228

Property & business services 105 69 -303 210 42 19

Government admin &
defence

.. .. -2            .. 12 10

Education 3 2 -3 2 12 13

Health & community services 22 14 -25 21 12 23

Cultural & recreational
services

6 3 -57 48 -2 -7

Personal & other services 9 6 -23 17 3 3

Total 1130 750 -3030 2550 360 630

Note:  Totals may not sum due to rounding.
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�� %XVLQHVV�WD[�UHIRUP�ZRXOG�DOVR�KDYH�D�VPDOOHU�HIIHFW�RQ�PRVW�LQGXVWULHV

WKDQ�WKH�HIIHFW�RI�LQGLUHFW�WD[�UHIRUP���7KLV�LV�QRW�VXUSULVLQJ�JLYHQ�WKDW�WKH

PDJQLWXGH�RI�FKDQJHV�LQ�WKH�LQGLUHFW�WD[�V\VWHP�LV�PXFK�ODUJHU�WKDQ�WKH

FKDQJHV�LQ�WKH�GLUHFW�WD[�V\VWHP�

�� /RRNLQJ�DW�WKH�HIIHFW�RI�WKH�YDULRXV�PHDVXUHV�RQ�WKH�LQGLYLGXDO�LQGXVWULHV

WKH�ODUJHVW�VLQJOH�PHDVXUH�LV�WKH�UHGXFWLRQ�LQ�WKH�FRPSDQ\�WD[�UDWH���7KH

PHWKRG�RI�HVWLPDWLQJ�WKH�HIIHFW�RI�WKLV�PHDVXUH�RQ�HDFK�LQGXVWU\�HVVHQWLDOO\

UHIOHFWV�WKH�WD[�SDLG�E\�WKH�LQGXVWU\�LQ�����������7KRVH�LQGXVWULHV�WKDW�SDLG�D

ODUJH�DPRXQW�RI�WD[�LQ�WKLV�\HDU�EHQHILW�WKH�PRVW�IURP�WKH�SURSRVHG�UHGXFWLRQ

LQ�WKH�FRPSDQ\�WD[�UDWH�

�� 7KH�VHFRQG�ODUJHVW�VLQJOH�PHDVXUH�LV�WKH�UHPRYDO�RI�DFFHOHUDWHG

GHSUHFLDWLRQ���,QGXVWULHV�VXFK�DV�PLQLQJ��PDQXIDFWXULQJ�DQG�WUDQVSRUW�DUH

HVWLPDWHG�WR�ORVH�PRUH�IURP�WKH�UHPRYDO�RI�DFFHOHUDWHG�GHSUHFLDWLRQ�WKDQ�WKH\

JDLQ�IURP�WKH�FXW�LQ�WKH�FRPSDQ\�WD[�UDWH��7KLV�RFFXUV�EHFDXVH�WKH\�DUH�PDMRU

EHQHILFLDULHV�RI�DFFHOHUDWHG�GHSUHFLDWLRQ��UHIOHFWLQJ�WKHLU�UHODWLYHO\�LQWHQVH�XVH

RI�ORQJ�OLYHG�SODQW�DQG�HTXLSPHQW�

�� 2Q�WKH�RWKHU�KDQG��LQGXVWULHV�LQYROYHG�LQ�FRPPXQLFDWLRQV�VHUYLFHV�

ILQDQFH�DQG�LQVXUDQFH��DQG�SURSHUW\�DQG�EXVLQHVV�VHUYLFHV�DUH�DOO�HVWLPDWHG�WR

SD\�OHVV�WD[�DV�D�UHVXOW�RI�WKH�SURSRVHG�WUDGH�RII���7KHVH�LQGXVWULHV�SD\�D�ORW�RI

WD[��KDYH�D�ORZHU�LQWHQVLW\�RI�ORQJ�OLYHG�DVVHWV�DQG�DUH�QRW�PDMRU�XVHUV�RI

DFFHOHUDWHG�GHSUHFLDWLRQ�

�� )RU�DJULFXOWXUH��IRUHVWU\�DQG�ILVKLQJ��WKH�HVWLPDWHG�UHGXFWLRQ�LQ�FRPSDQ\

WD[HV�LV�UHODWLYHO\�ORZ�FRPSDUHG�ZLWK�WKH�LQFUHDVH�LQ�WD[HV�SDLG�DV�D�UHVXOW�RI�WKH

UHPRYDO�RI�DFFHOHUDWHG�GHSUHFLDWLRQ���,Q�ODUJH�SDUW��WKLV�LV�H[SODLQHG�E\�WKH�IDFW

WKDW�RQO\�DERXW����SHU�FHQW�RI�SULPDU\�SURGXFHU�LQFRPH�LV�DFFRXQWHG�IRU�E\

FRPSDQLHV�DV�PDQ\�VPDOO�SURGXFHUV�DUH�QRW�LQFRUSRUDWHG���7KH�VLPSOLILHG

GHSUHFLDWLRQ�UHJLPH�IRU�VPDOO�EXVLQHVV�ZRXOG�EHQHILW�WKLV�VHFWRU�DQG�WKDW�HIIHFW

DSSHDUV�LQ�WKH�¶RWKHU·�FROXPQ�LQ�WKH�WDEOH��7KH�QHW�UHVXOW�LV�DQ�HVWLPDWHG�VPDOO

LQFUHDVH�LQ�WD[�SDLG�E\�WKLV�LQGXVWU\���7KLV�GRHV�QRW�LQFOXGH�WKH�HIIHFW�RI�WKH

UHGXFWLRQ�LQ�SHUVRQDO�WD[HV�WKDW�ZLOO�EHQHILW�WKH����SHU�FHQW�RI�DJULFXOWXUH�

IRUHVWU\�DQG�ILVKLQJ�LQFRPH�GHULYHG�E\�XQLQFRUSRUDWHG�HQWHUSULVHV�

�� 7KH�HVWLPDWHG�LQFUHDVH�LQ�WD[�SDLG�E\�WKH�HOHFWULFLW\��JDV�DQG�ZDWHU�VHFWRU

DOVR�UHTXLUHV�VSHFLILF�FRPPHQW��7KH�WD[�LQFUHDVH�UHIOHFWV�WKH�UHODWLYHO\�ORZ

DPRXQW�RI�FRPSDQ\�WD[�SDLG�E\�WKH�VHFWRU�LQ����������DQG�WKH�UHVXOWLQJ�ORZ

HVWLPDWHG�EHQHILW�RI�D�UHGXFWLRQ�LQ�FRPSDQ\�WD[�UDWH��UHODWLYH�WR�GHSUHFLDWLRQ

DOORZDQFHV�FODLPHG��7KH�WD[�VWDWLVWLFV�IRU�WKH�HOHFWULFLW\��JDV�DQG�ZDWHU�LQGXVWU\

IRU���������PD\�QRW�EH�UHSUHVHQWDWLYH�RI�WKH�ORQJHU�WHUP�VLWXDWLRQ�JLYHQ�WKH

H[WHQW�RI�SULYDWLVDWLRQ�RFFXUULQJ�LQ�WKDW�LQGXVWU\�LQ�UHFHQW�\HDUV�

�� :KLOH�WKH�UHGXFWLRQ�LQ�WD[HV�SDLG�E\�VRPH�LQGXVWULHV��VXFK�DV�WKH�ILQDQFH

DQG�LQVXUDQFH�DQG�ZKROHVDOH�WUDGH�LQGXVWULHV��LV�ODUJH�LQ�DEVROXWH�WHUPV��LW�LV�QRW

ODUJH�LQ�UHODWLYH�WHUPV���)RU�H[DPSOH��WKH�DSSDUHQWO\�ODUJH�UHGXFWLRQ�LQ�WD[HV

SDLG�E\�WKH�ILQDQFH�DQG�LQVXUDQFH�LQGXVWULHV�UHSUHVHQWV�D�UHGXFWLRQ�RI�DURXQG
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��SHU�FHQW�RI�WKH�FRPSDQ\�WD[HV�SDLG�E\�WKHVH�LQGXVWULHV����,W�LV�QRW�SRVVLEOH�WR

GR�VLPLODU�FRPSDULVRQV�IRU�DOO�LQGXVWULHV�DV�WKH�SURSRUWLRQ�RI�HQWLWLHV�ZKLFK�DUH

FRPSDQLHV�LQ�HDFK�LQGXVWU\�JURXS�YDULHV�FRQVLGHUDEO\�

The model
�� 00����LV�D�FRPSXWDEOH�JHQHUDO�HTXLOLEULXP�PRGHO�RI�WKH�$XVWUDOLDQ

HFRQRP\���,W�PRGHOV�WKH�SURGXFWLRQ�RI�RYHU�����FRPPRGLWLHV�E\

����LQGXVWULHV���7KH�PDMRU�IHDWXUHV�RI�WKH�PRGHO�DUH�

� ���VHSDUDWH�FDWHJRULHV�RI�LQGLUHFW�WD[HV�

� WKH�UHFRJQLWLRQ�WKDW�D�ODUJH�QXPEHU�RI�VXEVWLWXWLRQ�FKRLFHV�DUH�RSHQ�WR

SURGXFHUV�DQG�FRQVXPHUV�LQFOXGLQJ�VXEVWLWXWLRQ�EHWZHHQ�FDSLWDO�DQG�ODERXU�

EHWZHHQ�GHWDLOHG�FRQVXPSWLRQ�FDWHJRULHV��DQG�EHWZHHQ�ORFDO�DQG�LPSRUWHG

VRXUFHV�RI�VXSSO\���,W�DOVR�UHFRJQLVHV�VXEVWLWXWLRQ�SRVVLELOLWLHV�EHWZHHQ

GLIIHUHQW�IRUPV�RI�HQHUJ\�DV�EXVLQHVV�LQSXWV�DQG�EHWZHHQ�URDG�DQG�UDLO

IUHLJKW�WUDQVSRUW�

� FORVXUH�DVVXPSWLRQV�LQFOXGH�D�IL[HG�ODERXU�VXSSO\�VR�WKDW�WRWDO�HPSOR\PHQW

GRHV�QRW�FKDQJH�DQG�XQFKDQJHG�GRPHVWLF�VDYLQJV�VR�WKDW�DQ\�LQFUHDVH�LQ

FDSLWDO�LV�ILQDQFHG�E\�IRUHLJQ�LQYHVWRUV��DQG

� DQ�DGMXVWPHQW�LV�PDGH�WR�SHUVRQDO�LQFRPH�WD[�UHYHQXH�WR�HQVXUH�WKH�WD[

SDFNDJH�PRGHOOHG�LV�UHYHQXH�QHXWUDO�LQ�WKH�ORQJ�WHUP�

�� 00����LV�D�JRRG�DQDO\WLFDO�WRRO�WR�H[DPLQH�VKLIWV�LQ�SURGXFWLRQ�EHWZHHQ

LQGXVWULHV�DULVLQJ�IURP�LQGLUHFW�DQG�GLUHFW�WD[�UHIRUP���,W�LV�GHVLJQHG�WR�PHDVXUH

WKH�JURZWK�GLYLGHQG�DULVLQJ�IURP�LQGLUHFW�WD[�UHIRUP���+RZHYHU��00����ZDV

QRW�GHVLJQHG�WR�GHWHUPLQH�DQ\�JURZWK�GLYLGHQG�IURP�GLUHFW�WD[�UHIRUP�WKDW

PD\�DULVH�IURP�WUHDWLQJ�HQWLWLHV��LQGXVWULHV�DQG�DVVHWV�PRUH�HYHQO\�IRU�WD[DWLRQ

SXUSRVHV���)XUWKHU�GHYHORSPHQW�ZRUN�ZRXOG�EH�QHHGHG�WR�FRYHU�FKDQJHV

DULVLQJ�IURP�GLUHFW�WD[�UHIRUP��LQFOXGLQJ�ZRUN�WR�TXDQWLI\�UHVRXUFH

PRYHPHQWV�

� EHWZHHQ�GLIIHUHQW�ILUPV��IRU�H[DPSOH�EHWZHHQ�LQFRUSRUDWHG�DQG

XQLQFRUSRUDWHG�HQWHUSULVHV��DQG

� UHIOHFWLQJ�GLIIHUHQW�GHFLVLRQV�ZLWKLQ�HDFK�ILUP��IRU�H[DPSOH�DV�D�UHVXOW�RI

GHFLVLRQV�DERXW�KRZ�PXFK�ORQJ�RU�VKRUW�OLYHG�FDSLWDO�WR�XVH�

�� $�VLJQLILFDQW�HOHPHQW�RI�WKH�JURZWK�GLYLGHQG�ZRXOG�FRPH�IURP�UHDFWLRQV

E\�LQGLYLGXDO�EXVLQHVVHV�DW�WKLV�PLFURHFRQRPLF�OHYHO���)XUWKHU��VRPH�HOHPHQWV

RI�WKH�UHIRUP�ZKLFK�DUH�H[SHFWHG�WR�PDNH�D�VLJQLILFDQW�FRQWULEXWLRQ�WR

DGGLWLRQDO�HFRQRPLF�JURZWK�DUH�QRW�LQFOXGHG�LQ�WKH�FKDQJHV�PRGHOOHG�EHFDXVH

������������������������������������������������

� ������� FRPSDQ\ WD[ VWDWLVWLFV KDYH EHHQ LQFUHDVHG LQ OLQH ZLWK WKH JURZWK SDUDPHWHUV XVHG E\

WKH 5HYLHZ WR HQDEOH FRPSDUDEOH \HDUV GDWD WR EH XVHG�
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WKH\�KDYH�QR�UHYHQXH�FRVWV���([DPSOHV�RI�WKH�ODWWHU�LQFOXGH�WKH�VLJQLILFDQW

UHGXFWLRQ�LQ�FRPSOLDQFH�FRVWV�H[SHFWHG�WR�IORZ�IURP�WKH�UHIRUPV�DQG�WKH

PHDVXUHV�UHODWLQJ�WR�FDSLWDO�JDLQV�RQ�YHQWXUH�FDSLWDO�LQYHVWPHQWV�

�� 7KH�PRGHO�SURYLGHV�HVWLPDWHV�RI�WKH�GHYLDWLRQV�IURP�WKH�OHYHO�RI

SURGXFWLRQ�HDFK�LQGXVWU\�ZRXOG�RWKHUZLVH�UHDFK�LQ�WKH�DEVHQFH�RI�WD[�UHIRUP

DQG�DIWHU�WKH�EHQHILWV�RI�WKH�JURZWK�GLYLGHQG���,W�GRHV�QRW�SURYLGH�IRUHFDVWV�RI

WKH�IXWXUH�JURZWK�RI�SURGXFWLRQ�LQ�HDFK�LQGXVWU\�

The results

Effects of the reforms on production by industries

�� )LJXUH������VKRZV�WKH�HVWLPDWHG�FKDQJHV�LQ�ORQJ�WHUP�SURGXFWLRQ�E\

GLIIHUHQW�LQGXVWULHV�DULVLQJ�IURP�EXVLQHVV�WD[�UHIRUP��WKDW�LV�IURP�WKH�FRPELQHG

HIIHFW�RI�WKH�EXVLQHVV�WD[�PHDVXUHV�SURSRVHG�LQ�WKH�*RYHUQPHQW·V�$�1HZ�7D[

6\VWHP�GRFXPHQW�DQG�WKH�PHDVXUHV�SURSRVHG�E\�WKH�5HYLHZ�RI�%XVLQHVV

7D[DWLRQ���7KHVH�FKDQJHV�UHIOHFW�WKH�LQWHU�LQGXVWU\�UHODWLRQVKLSV�EXLOW�LQWR�WKH

00����PRGHO���$V�QRWHG�HDUOLHU�WKHVH�FKDQJHV�LQ�SURGXFWLRQ�DUH�UHODWLYH�WR

ZKDW�ZRXOG�KDYH�KDSSHQHG�LQ�WKH�DEVHQFH�RI�WKH�UHIRUPV�DQG�GR�QRW�LQFOXGH

WKH�JHQHUDO�LQFUHDVH�LQ�SURGXFWLRQ�IURP�WKH�JURZWK�GLYLGHQG�H[SHFWHG�WR�IORZ

IURP�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�

�� )RU�H[DPSOH�WKH�VPDOO�GHFOLQH�LQ�SURGXFWLRQ�VKRZQ�IRU�PLQLQJ�

HOHFWULFLW\��JDV�DQG�ZDWHU��DQG�WUDQVSRUW�VHFWRUV�������SHU�FHQW�LQ�HDFK�FDVH��KDV

WR�EH�YLHZHG�LQ�WKH�FRQWH[W�RI�WKH�RYHUDOO�ERRVW�LQ�SURGXFWLRQ�RI�WKHVH

LQGXVWULHV�OLNHO\�WR�EH�DVVRFLDWHG�ZLWK�DQ\�JHQHUDO�H[SDQVLRQ�RI�WKH�HFRQRP\�DV

D�UHVXOW�RI�WKH�JURZWK�GLYLGHQG���$OVR�LW�KDV�WR�EH�YLHZHG�LQ�WKH�FRQWH[W�RI�WKH

EHQHILW�WR�WKHVH�LQGXVWULHV�IURP�WKH�LQWURGXFWLRQ�RI�WKH�LQGLUHFW�WD[�UHIRUPV

VXFK�DV�WKH�*67�DQG�IXHO�H[FLVH�UHIRUPV�

�� 7KH�FKDUW�LQGLFDWHV�WKDW�WKH�HIIHFWV�RI�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�RQ

DQ\�SDUWLFXODU�LQGXVWU\�DUH�QRW�OLNHO\�WR�EH�PDUNHGO\�GLIIHUHQW�DFURVV�LQGXVWULHV�

)RU�H[DPSOH��WKH�GLIIHUHQFH�EHWZHHQ�WKH�FRPPXQLFDWLRQ�VHUYLFHV�LQGXVWU\�

ZKLFK�UHFHLYHV�WKH�JUHDWHVW�UHODWLYH�EHQHILW������SHU�FHQW���DQG�WKH�LQGXVWULHV

ZLWK�WKH�ODUJHVW�UHODWLYH�GHWULPHQW�������SHU�FHQW��LV�RQO\�DERXW�KDOI�D�SHUFHQWDJH

SRLQW��ZKLFK�LV�QRW�D�ODUJH�ILJXUH�FRPSDUHG�WR�WKH�FKDQJHV�LQ�SURGXFWLRQ

JHQHUDWHG�E\�LQGLUHFW�WD[�UHIRUP�DQG�WKH�LQIOXHQFH�RI�RWKHU�IDFWRUV�DIIHFWLQJ

WKHVH�LQGXVWULHV�

�� *LYHQ�WKH�GHJUHH�RI�XQFHUWDLQW\�WKDW�PXVW�EH�DWWDFKHG�WR�HVWLPDWHG

HIIHFWV�RQ�LQGLYLGXDO�LQGXVWULHV��WKH�PDMRU�FRQFOXVLRQ�WKDW�FDQ�EH�GUDZQ�IURP

WKH�PRGHO�UHVXOWV�LV�WKDW�WKH�EXVLQHVV�WD[�UHIRUP�PHDVXUHV�ZLOO�QHLWKHU
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DGYDQWDJH�RU�GLVDGYDQWDJH��LQ�UHODWLYH�WHUPV��DQ\�LQGXVWU\�VHFWRU�WR�D�VLJQLILFDQW

GHJUHH�

Figure 25.1 Estimated changes in relative industry production
from business tax reform
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�� $Q�LQFUHDVH�LQ�WD[�SDLG�E\�LQGXVWULHV�ZRXOG�WHQG�WR�UHGXFH�SURGXFWLRQ

EHFDXVH�WKH�H[WUD�WD[�EXUGHQ�LV�SDVVHG�RQ�WR�FRQVXPHUV�DV�KLJKHU�SULFHV���7KLV

WHQGV�WR�UHGXFH�GHPDQG�DQG�VR�SURGXFWLRQ�LQ�WKH�DIIHFWHG�LQGXVWULHV���7KUHH

LQGXVWULHV�ZLWK�ODUJH�HVWLPDWHG�LQFUHDVHV�LQ�WD[HV�SDLG�DUH�WKH�WUDQVSRUW�

HOHFWULFLW\��JDV�DQG�ZDWHU��DQG�PLQLQJ�VHFWRUV���7KHVH�LQFUHDVHV�DFW�WR�UHGXFH

SURGXFWLRQ�E\�DERXW�����SHU�FHQW�DJDLQVW�WKH�EHQFKPDUN���$FFRPPRGDWLRQ�

FDIHV�DQG�UHVWDXUDQWV�DOVR�IDFH�DQ�LQFUHDVH�LQ�WD[DWLRQ�DQG�UHFRUG�D�VPDOOHU

UHODWLYH�GHFUHDVH�LQ�SURGXFWLRQ�

�� 2Q�WKH�RWKHU�KDQG��FRPPXQLFDWLRQV�VHUYLFHV��ILQDQFH�DQG�LQVXUDQFH��DQG

ZKROHVDOH�WUDGH�EHQHILW�IURP�UHGXFWLRQV�LQ�WD[HV�SDLG�ZKLFK�DFW�WR�LQFUHDVH

SURGXFWLRQ�LQ�WKH�VHFWRUV�E\�EHWZHHQ�����DQG�����SHU�FHQW�DJDLQVW�WKH

EHQFKPDUN�

�� 7KH�OLQNDJHV�EHWZHHQ�WKH�FKDQJHV�LQ�WD[HV�SDLG�E\�LQGXVWULHV�LQ

7DEOH������DQG�FKDQJHV�LQ�LQGXVWU\�SURGXFWLRQ�LQ�)LJXUH������UHIOHFW�WKH

RSHUDWLRQ�RI�VR�FDOOHG�VHFRQG�URXQG�HIIHFWV���7KHVH�HIIHFWV�IORZ�IURP�WKH

UHDFWLRQ�RI�LQGXVWULHV��WKHLU�VXSSOLHUV��DQG�FXVWRPHUV�³�UHIOHFWLQJ�WKH

UHODWLRQVKLSV�EXLOW�LQWR�WKH�00����PRGHO�³�WR�WKH�GLUHFW�LPSDFWV�VHW�RXW�LQ

7DEOH������
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�� )RU�H[DPSOH��ORZHU�WD[HV�SDLG�E\�WKH�ZKROHVDOH�WUDGH�LQGXVWULHV�ZRXOG

UHGXFH�GLVWULEXWLRQ�PDUJLQV�RQ�PDQXIDFWXUHG�JRRGV�DQG�SURPRWH

PDQXIDFWXULQJ�VDOHV�DQG�SURGXFWLRQ���7KHVH�LQGLUHFW�HIIHFWV�PHDQ�WKDW�D

QXPEHU�RI�LQGXVWULHV�IDFLQJ�LQFUHDVHG�WD[DWLRQ��PRVW�QRWDEO\�PDQXIDFWXULQJ�

DUH�VWLOO�HVWLPDWHG�WR�LQFUHDVH�SURGXFWLRQ���7KHVH�LQGLUHFW�LPSDFWV�DUH�PRGHOOHG

LQ�00����

�� :KLOH�WKH�WD[HV�SDLG�E\�WKH�WKUHH�WUDGH�H[SRVHG�VHFWRUV��QDPHO\

DJULFXOWXUH��PLQLQJ�DQG�PDQXIDFWXULQJ�DUH�H[SHFWHG�WR�LQFUHDVH�DV�D�UHVXOW�RI

WKH�EXVLQHVV�WD[�UHIRUPV��HDFK�RI�WKHVH�LQGXVWULHV�LV�HVWLPDWHG�WR�EHQHILW�IURP�D

VPDOO�LQFUHDVH�LQ�LQWHUQDWLRQDO�FRPSHWLWLYHQHVV���7KLV�LQFUHDVH�DULVHV�IURP�WKH

EURDGHU�HFRQRPLF�HIIHFWV�RI�WKHVH�EXVLQHVV�WD[�PHDVXUHV�

Comparison with financial modelling results

�� 7KH�ODUJHO\�RIIVHWWLQJ�HIIHFW�RI�WKH�UHGXFWLRQ�LQ�WKH�FRPSDQ\�WD[�UDWH�DQG

WKH�UHPRYDO�RI�DFFHOHUDWHG�GHSUHFLDWLRQ�IRU�PRVW�LQGXVWULHV�UHYHDOHG�IURP�WKH

DQDO\VLV�RI�WKH�WD[�GDWD�GLVFXVVHG�DERYH�LV�FRQVLVWHQW�ZLWK�ILQDQFLDO�PRGHOOLQJ

RI�WKH�HIIHFW�RI�WKH�WUDGH�RII�IRU�GLIIHUHQW�DVVHWV�

�� $Q�,QWHUQDWLRQDO�3HUVSHFWLYH��WKH�LQIRUPDWLRQ�SDSHU�FRPPLVVLRQHG�IURP

$UWKXU�$QGHUVHQ�E\�WKH�5HYLHZ�RI�%XVLQHVV�7D[DWLRQ��SUHVHQWV�PDUJLQDO

HIIHFWLYH�WD[�UDWHV��0(75V��IRU�GLIIHUHQW�FODVVHV�RI�DVVHWV�LQ�GLIIHUHQW�FRXQWULHV�

8VLQJ�WKH�PHWKRGRORJ\�LQ�WKDW�SDSHU�LW�LV�SRVVLEOH�WR�FRPSDUH�WKH�0(75V�IRU

GLIIHUHQW�DVVHWV�XQGHU�D����SHU�FHQW�FRPSDQ\�WD[�UDWH�DQG�DFFHOHUDWHG

GHSUHFLDWLRQ�ZLWK�WKH�0(75V�DSSO\LQJ�XQGHU�D����SHU�FHQW�FRPSDQ\�WD[�UDWH

ZLWKRXW�DFFHOHUDWHG�GHSUHFLDWLRQ���7KH�UHVXOWV�DUH�SUHVHQWHG�DW�$WWDFKPHQW�%�

�� )RU�SODQW�DQG�PDFKLQHU\�ZLWK�GLIIHUHQW�HIIHFWLYH�OLYHV��WKH�YDULDQFH�LQ

0(75V�XQGHU�WKH�FXUUHQW�V\VWHP�LV�UHGXFHG�E\�WKH�SURSRVHG�FKDQJH��ZLWK�WKH

0(75�IRU�DVVHWV�ZLWK�VKRUW�HIIHFWLYH�OLYHV�EHLQJ�UHGXFHG�DQG�WKRVH�ZLWK�ORQJ

HIIHFWLYH�OLYHV�EHLQJ�LQFUHDVHG���7KH�QHW�HIIHFW�RQ�WKH�0(75�IRU�DQ\�JLYHQ

SURMHFW�ZRXOG�GHSHQG�RQ�WKH�GLVWULEXWLRQ�RI�WKH�HIIHFWLYH�OLYHV�RI�WKH�DVVHWV

XVHG�LQ�WKDW�SURMHFW�

�� )RU�PLQLQJ�GHYHORSPHQW�SURMHFWV�D�VLPLODU�UHVXOW�RFFXUV��7KH

VKRUWHU�OLYHG�SURMHFWV�KDYH�D�ORZHU�0(75�XQGHU�WKH�ORZHU�FRPSDQ\�WD[�UDWH

SURSRVDO�EXW�ORQJHU�OLYHG�SURMHFWV�LQFXU�D�KLJKHU�0(75���7KH�0(75V�IRU

SODQW�DQG�PDFKLQHU\�DQG�PLQLQJ�GHYHORSPHQW�DUH�LGHQWLFDO�XQGHU�WKH�SURSRVHG

WD[�V\VWHP��UHIOHFWLQJ�WKH�DVVXPSWLRQ�WKDW�WKH�&RPPLVVLRQHU�RI�7D[DWLRQV

HIIHFWLYH�OLIH�HVWLPDWHV�IRU�ERWK�VHWV�RI�DVVHWV�DUH�DQ�DFFXUDWH�UHIOHFWLRQ�RI

HFRQRPLF�OLIH�
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Attachment A

Allocation of the revenue effects of the
other proposals to industries

$�� 7KH�DOORFDWLRQ�RI�WKH�HVWLPDWHG�UHYHQXH�LPSDFW�WR�LQGLYLGXDO�LQGXVWULHV

ZDV�GRQH�XVLQJ�WKH�EHVW�DYDLODEOH�GDWD��PXFK�RI�ZKLFK�ZDV�REWDLQHG�IURP

7D[DWLRQ�6WDWLVWLFV���������SXEOLVKHG�LQ�&'�520�E\�WKH�$72���1RQHWKHOHVV�

LQ�D�QXPEHU�RI�FDVHV�WKH�DOORFDWLRQ�ZDV�GRQH�RQ�WKH�EDVLV�RI�OLPLWHG

LQIRUPDWLRQ���)RU�PRVW�RI�WKHVH�PHDVXUHV�WKH�WRWDO�LPSDFW�LV�UHODWLYHO\�VPDOO

FRPSDUHG�ZLWK�WKH�LPSDFW�RI�WKH�WZR�PDMRU�PHDVXUHV��WKH�FRPSDQ\�WD[�UDWH

UHGXFWLRQ�DQG�UHPRYDO�RI�DFFHOHUDWHG�GHSUHFLDWLRQ���&RQVHTXHQWO\�DQ\�HUURUV�LQ

WKH�DOORFDWLRQ�RI�WKHVH�PHDVXUHV�DUH�OLNHO\�WR�KDYH�RQO\�D�PLQRU�HIIHFW�RQ�WKH

RYHUDOO�PRGHO�UHVXOWV�

$�� )RU�DOO�FKDQJHV�WR�WD[DWLRQ�LW�LV�OLNHO\�WKDW�WKH�HIIHFWLYH�LQFLGHQFH�RI�WKH

FKDQJH�ZLOO�GLIIHU�IURP�WKH�GLUHFW�LQFLGHQFH���)RU�H[DPSOH��FKDQJHV�WR�FRPSDQ\

WD[�DUUDQJHPHQWV�DUH�OLNHO\�WR�LPSDFW�RQ�SULFHV�IRU�WKH�SURGXFWV�SURGXFHG�E\

FRPSDQLHV�DQG�VR�WKH�HIIHFWLYH�LPSDFW�RI�WKH�FKDQJH�ZLOO�IDOO��DW�OHDVW�SDUWO\��RQ

WKH�FXVWRPHUV�RI�WKH�FRPSDQ\�UDWKHU�WKDQ�WKH�FRPSDQ\�LWVHOI�RU�WKH

VKDUHKROGHUV���7KLV�HIIHFW�LV�SLFNHG�XS�E\�WKH�PRGHO�DQG�UHIOHFWHG�LQ�WKH�RYHUDOO

UHVXOWV�

$�� 7KHUH�DUH�D�QXPEHU�RI�PHDVXUHV�UHFRPPHQGHG�E\�WKH�5HYLHZ�ZKHUH�WKH

GLUHFW�LQFLGHQFH�RI�WKH�WD[�FKDQJH�ZLOO�EH�RQ�LQGLYLGXDOV�EXW�LW�LV�SRVVLEOH�WKDW

WKH�HIIHFWLYH�LQFLGHQFH�ZLOO�IDOO�SDUWO\�RQ�FRPSDQLHV���,Q�WKHVH�FDVHV�WKH�PRGHO

FDQQRW�EH�UHOLHG�XSRQ�WR�DOORFDWH�WKH�HIIHFWLYH�LQFLGHQFH�DSSURSULDWHO\�

$�� $�GHFLVLRQ�KDV�EHHQ�PDGH�WR�DOORFDWH�WKH�WRWDO�LQFLGHQFH�RI�WKHVH

PHDVXUHV�WR�LQGXVWU\���7KLV�LV�OLNHO\�WR�RYHUVWDWH�WKH�LPSDFW�RQ�LQGXVWU\�JLYHQ

WKDW�WKH�WRWDO�HIIHFW�RI�WKHVH�PHDVXUHV�LV�VLJQLILFDQWO\�SRVLWLYH�LQ�UHYHQXH�WHUPV�

+RZHYHU��WKH�MXGJPHQW�ZDV�PDGH�WKDW�LW�ZRXOG�EH�EHWWHU�WR�HUU�RQ�WKH�VLGH�RI

RYHUVWDWLQJ�WKH�DGYHUVH�LPSDFW�RQ�LQGXVWU\�UDWKHU�WKDQ�UXQ�WKH�ULVN�RI

XQGHUVWDWLQJ�LW�

� 5HYHQXH�FRVWV�IURP�UHSODFLQJ�WKH�LPPHGLDWH�GHGXFWLELOLW\�RI�FDSLWDO

H[SHQGLWXUHV�RI������RU�OHVV�ZLWK�SRROLQJ�DUUDQJHPHQWV�IRU�DVVHWV�ZLWK�D

YDOXH�RI��������RU�OHVV�ZHUH�DOORFDWHG�DFFRUGLQJ�WR�HDFK�LQGXVWU\·V�VKDUH�RI

SODQW�DQG�HTXLSPHQW�GHSUHFLDWLRQ�FODLPV�

� 7KH�FRVW�WR�UHYHQXH�RI�WKH�FKDQJHG�DUUDQJHPHQWV�IRU�WKH�ZULWH�RII�IRU

OX[XU\�FDUV�ZDV�DOORFDWHG�WR�WKH�OHDVLQJ�DQG�KLULQJ�LQGXVWU\�

� 5HYHQXH�FRVWV�RI�DOORZLQJ�QHZ�EXLOGLQJV�DQG�VWUXFWXUHV�WR�EH�GHSUHFLDWHG

RYHU�WKHLU�HIIHFWLYH�OLYHV�ZHUH�DOORFDWHG�DFFRUGLQJ�WR�HDFK�LQGXVWU\·V�VKDUH�RI

WKH�FDSLWDO�VWRFN�RI�EXLOGLQJV�DQG�VWUXFWXUHV�
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� 5HYHQXH�JDLQV�IURP�PRYLQJ�FDSLWDO�H[SHQGLWXUHV�RQ�PLQLQJ�DQG�TXDUU\LQJ

DVVHWV�WR�DQ�HIIHFWLYH�OLIH�UHJLPH�ZHUH�DOORFDWHG�WR�WKH�PLQLQJ�LQGXVWU\�

� 7KH�UHYHQXH�JDLQ�IURP�UHIRUPLQJ�WKH�EDODQFLQJ�FKDUJH�DUUDQJHPHQWV�ZDV

DOORFDWHG�DFFRUGLQJ�WR�HDFK�LQGXVWU\·V�VKDUH�RI�GHSUHFLDEOH�DVVHWV�VROG�

� 2QH�WKLUG�RI�WKH�UHYHQXH�FRVWV�IURP�UHIRUPLQJ�ULJKWV�RYHU�LQWDQJLEOH�DVVHWV

ZDV�DOORFDWHG�WR�WKH�FRPPXQLFDWLRQV�LQGXVWULHV�DQG�WZR�WKLUGV�ZHUH

DOORFDWHG�WR�WKH�UHPDLQLQJ�VHUYLFHV�LQGXVWULHV�EDVHG�RQ�HDFK�RI�WKHVH

VHUYLFHV�LQGXVWU\·V�VKDUH�RI�WRWDO�VHUYLFHV�LQGXVWULHV·�OHDVH�H[SHQVHV�

� 2QH�WKLUG�RI�WKH�UHYHQXH�FRVWV�RI�DOORZLQJ�EODFNKROH�H[SHQGLWXUHV�WR�EH

GHSUHFLDWHG�ZHUH�DOORFDWHG�WR�WKH�PLQLQJ�LQGXVWULHV���7ZR�WKLUGV�RI�WKH�FRVWV

ZHUH�DOORFDWHG�WR�WKH�RWKHU�LQGXVWULHV�DFFRUGLQJ�WR�WKHLU�VKDUH�RI

GHSUHFLDWLRQ�GHGXFWLRQV�

� 7KH�UHYHQXH�IURP�UHTXLULQJ�WKH�DPRUWLVDWLRQ�RI�RYHUEXUGHQ�UHPRYDO�ZDV

DOORFDWHG�WR�PLQLQJ�

� 7KH�UHYHQXH�JDLQV�IURP�UHIRUPLQJ�WKH�WD[�WUHDWPHQW�RI�OHDVH�WDLOV�ZHUH

DOORFDWHG�WR�WKH�ILQDQFH�DQG�LQVXUDQFH�DQG�SHUVRQDO�DQG�EXVLQHVV�VHUYLFHV

LQGXVWULHV�

� 7KH�UHYHQXH�JDLQV�IURP�UHIRUPLQJ�WKH�WD[�WUHDWPHQW�RI�ILQDQFLDO

DUUDQJHPHQWV�ZHUH�DOORFDWHG�WR�WKH�ILQDQFH�DQG�LQVXUDQFH�LQGXVWULHV�

� 5HYHQXH�JDLQV�IURP�UHPRYLQJ�WKH�DELOLW\�RI�FRPSDQLHV�WR�WUDQVIHU�PLQLQJ

ORVVHV�ZHUH�DOORFDWHG�WR�WKH�PLQLQJ�LQGXVWU\�

� 5HYHQXH�FRVWV�IURP�DOORZLQJ�WKH�IORZ�WKURXJK�RI�LQFRPH�LQ�FROOHFWLYH

LQYHVWPHQW�YHKLFOHV�ZHUH�DOORFDWHG�DFFRUGLQJ�WR�HDFK�LQGXVWU\·V�VKDUH�RI

ZLGHO\�KHOG�WUXVW�LQFRPH�

� 5HYHQXH�FRVWV�IURP�UHSODFLQJ�WKH�GHIHUUHG�FRPSDQ\�WD[�ZLWK�WKH�WD[DWLRQ�RI

XQIUDQNHG�LQWHU�HQWLW\�GLVWULEXWLRQV�ZHUH�DOORFDWHG�LQ�DFFRUGDQFH�ZLWK�WKH

LQGXVWU\�GLVWULEXWLRQ�RI�XQIUDQNHG�GLYLGHQGV�

� 5HYHQXH�FKDQJHV�IURP�DOORZLQJ�LPSXWDWLRQ�FUHGLWV�IRU�IRUHLJQ�GLYLGHQG

ZLWKKROGLQJ�WD[HV��UHIRUPLQJ�WKH�WKLQ�FDSLWDOLVDWLRQ�DUUDQJHPHQWV��DQG

GHQ\LQJ�WKH�GHGXFWLELOLW\�RI�LQWHUHVW�LQ�KLJKO\�JHDUHG�FDVHV�ZHUH�DOO�DOORFDWHG

DFFRUGLQJ�WR�HDFK�LQGXVWU\·V�VKDUH�RI�FRPSDQ\�WD[�

� 5HYHQXH�FRVWV�IURP�WD[LQJ�RQO\�WZR�WKLUGV�RI�OLIH�LQVXUDQFH�PDQDJHPHQW

IHHV�UDWKHU�WKDQ�DOO�IHHV�DV�SURSRVHG�LQ�$�1HZ�7D[�6\VWHP�ZHUH�DOORFDWHG�WR

WKH�OLIH�LQVXUDQFH�LQGXVWU\�

� 7KH�UHYHQXH�FKDQJHV�IURP�DOORZLQJ�FRQVROLGDWLRQ�RI�ORVVHV�LQ�DFTXLUHG

FRPSDQLHV�DQG�IURP�PHDVXUHV�GHDOLQJ�ZLWK�YDOXH�VKLIWLQJ�DQG�ORVV

GXSOLFDWLRQ�LQ�JURXSV�ZHUH�DOORFDWHG�LQ�SURSRUWLRQ�WR�FRPSDQ\�WD[�SDLG�

� 5HYHQXH�JDLQV�IURP�LPSRVLQJ�FDSLWDO�JDLQV�WD[�RQ�LQWHUSRVHG�HQWLWLHV�ZHUH

DOORFDWHG�DFFRUGLQJ�WR�HDFK�LQGXVWU\·V�VKDUH�RI�QHW�FDSLWDO�JDLQV�WD[�SDLG�E\

FRPSDQLHV�



Section 25:  Modelling industry effects

A Tax System Redesigned 753

� 5HYHQXH�FRVWV�RI�VLPSOLI\LQJ�WKH�GHSUHFLDWLRQ�UHJLPH�DQG�GHOD\LQJ�WKH

UHPRYDO�RI�DFFHOHUDWHG�GHSUHFLDWLRQ�IRU�VPDOO�EXVLQHVV�ZHUH�DOORFDWHG

DFFRUGLQJ�WR�XQSXEOLVKHG�VPDOO�EXVLQHVV�WD[DWLRQ�GDWD�

� &DSLWDO�JDLQV�WD[�PHDVXUHV�ZHUH�DOORFDWHG�LQ�SURSRUWLRQ�WR�SURILWV�LQ�WKH

UHOHYDQW�LQGXVWULHV�

� 7KH�LQWHJULW\�PHDVXUHV�ZHUH�DOORFDWHG�DFFRUGLQJ�WR�GDWD�RQ�&*7�ORVVHV�

FRPSDQ\�WD[HV�SDLG��VPDOO�EXVLQHVV�WD[DWLRQ�GDWD�DQG�JURVV�LQGXVWU\�SURGXFW

GDWD�DV�DSSURSULDWH�

� 7KH�IULQJH�EHQHILWV�WD[�PHDVXUHV�ZHUH�DOORFDWHG�DW�WKH�EURDG�LQGXVWU\�OHYHO

DFFRUGLQJ�WR�)%7�GDWD�DQG�ZLWKLQ�EURDG�LQGXVWU\�JURXSV�DFFRUGLQJ�WR�ZDJH

DQG�VDODU\�GDWD�

� 7KH�WD[�GHVLJQ�UHIRUP�PHDVXUHV�ZHUH�DOORFDWHG�DFFRUGLQJ�WR�LQWHUHVW

H[SHQVHV�LQ�WKH�FDVH�RI�WKH�LQWHUHVW�GHGXFWLELOLW\�PHDVXUHV���7KH�UHPRYDO�RI

WKH����PRQWK�SUHSD\PHQW�UXOH��ZKLFK�DIIHFWV�SUHSDLG�H[SHQVHV�ZDV

DOORFDWHG�DFFRUGLQJ�WR�DQ�HVWLPDWH�RI�SUHSDLG�H[SHQVHV�GHULYHG�IURP�LQWHUHVW

SDLG��OHDVHV�DQG�UHQW�GDWD�DIWHU�DFFRXQWLQJ�IRU�EDQN�LQWHUHVW���7KH�PHDVXUH

FRQFHUQLQJ�FRQVXPDEOH�VWRUHV�DQG�VSDUH�SDUWV�ZDV�DOORFDWHG�RYHU�WKH

HFRQRP\�LQ�DFFRUGDQFH�ZLWK�DFWLYLW\�LQ�HDFK�LQGXVWU\�DQG�WKH�WD[�FKDQJH�LQ

YDOXH�RI�QRQ�ELOODEOH�SURGXFWV�PHDVXUH�ZDV�DOORFDWHG�WR�WKH�JDV�DQG

HOHFWULFLW\�LQGXVWU\��ZKLFK�ZRXOG�EH�WKH�VHFWRU�PRVW�DIIHFWHG�E\�WKH

PHDVXUH�
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Attachment B

Marginal effective tax rates

Table 25.3 Marginal effective tax rates for an Australian-based company
investing in selected capital assets

Asset Present tax system
%

Proposed tax system
%

Plant and machinery

5 year asset life

10 year asset life

20 year asset life

34.6

30.4

24.8

30.0

30.0

30.0

Mining development(a)

5 year asset life

10 year asset life

20 year asset life

36.0

34.9

25.8

30.0

30.0

30.0

(a) Mining development relates to expenditure that can be currently depreciated under the
Allowable Capital Expenditure provisions.  Development expenditures under the current tax
system are depreciated on a straight-line basis over the lesser of 10 years or the life of the
mine.  Under the proposed system, such expenditures would be depreciated on a
diminishing value basis over the effective life of a mining project or sub-project (that is, if
site preparation or improvements are undertaken on an established project, but these
relate to a separate sub-project and are not an extension of an existing mine, the asset is
depreciated over the effective life of the sub-project).

It is also assumed investment is fully equity financed and that income is retained within the
company indefinitely.

%�� 7KH�HVWLPDWHV�KDYH�EHHQ�FDOFXODWHG�E\�,65�XVLQJ�D�PRGHO�GHYHORSHG�E\

$UWKXU�$QGHUVHQ�IRU�WKH�5%7�DQG�SXEOLVKHG�LQ�$Q�,QWHUQDWLRQDO�3HUVSHFWLYH��7KH

PHWKRGRORJ\�LV�RXWOLQHG�LQ�$Q�,QWHUQDWLRQDO�3HUVSHFWLYH�

%�� 0DUJLQDO�HIIHFWLYH�WD[�UDWHV�PHDVXUH�WKH�SHUFHQWDJH�GLIIHUHQFH�EHWZHHQ

WKH�UHDO�PLQLPXP�SUH�WD[�UDWH�RI�UHWXUQ�WR�DQ�LQYHVWPHQW�DQG�WKH�UHDO�SRVW�WD[

UDWH�RI�UHWXUQ�WR�D�GRPHVWLF�LQYHVWRU�ZKR�ILQDQFHV�WKH�LQYHVWPHQW���7KH\�DUH

YHU\�VHQVLWLYH�WR�WKH�XQGHUO\LQJ�DVVXPSWLRQV���$V�VXFK��LW�LV�UHODWLYH�GLIIHUHQFHV

WKDW�DUH�LPSRUWDQW�UDWKHU�WKDQ�DEVROXWH�OHYHOV�

%�� 7KH�UHVXOWV�SUHVHQWHG�IRU�WKH�SUHVHQW�WD[�V\VWHP�DUH�EDVHG�RQ�D�FRUSRUDWH

WD[�UDWH�RI����SHU�FHQW�ZLWK�DVVHWV�EHLQJ�GHSUHFLDWHG�DV�SHU�WKH�$72·V

GHSUHFLDWLRQ�VFKHGXOH�ZLWK�EURDG�EDQGLQJ�DQG�DFFHOHUDWHG�GHSUHFLDWLRQ���7KH

UHVXOWV�SUHVHQWHG�IRU�WKH�SURSRVHG�WD[�V\VWHP�DUH�EDVHG�RQ�D�FRUSRUDWH�WD[�UDWH

RI����SHU�FHQW�ZLWK�DVVHWV�EHLQJ�GHSUHFLDWHG�RYHU�WKHLU�HIIHFWLYH�OLYHV�DV�VHW�RXW

LQ�WKH�$72·V�VFKHGXOH�RI�HIIHFWLYH�OLYHV�

%�� 7KH�HVWLPDWHV�DVVXPH�WKH�$72�VFKHGXOH�UHIOHFWV�WKH�DFWXDO�HIIHFWLYH�OLYHV

RI�DVVHWV��DQG�DFFHOHUDWHG�GHSUHFLDWLRQ�LV�WKH�GLIIHUHQFH�EHWZHHQ�WKH�VFKHGXOHG

OLIH�DQG�WKH�OLIH�RYHU�ZKLFK�WKH�DVVHW�PD\�EH�GHSUHFLDWHG���)RU�H[DPSOH��EDVLF
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PDFKLQHU\�IRU�PRWRU�YHKLFOH�PDQXIDFWXULQJ�KDV�DQ�HIIHFWLYH�OLIH�LQ�WKH�$72

VFKHGXOH�RI����\HDUV��7KH�DQQXDO�VWUDLJKW�OLQH��GLPLQLVKLQJ�YDOXH��GHSUHFLDWLRQ

UDWH�IRU�DQ�DVVHW�ZLWK�DQ�HIIHFWLYH�OLIH�RI����\HDUV�LV�FXUUHQWO\����SHU�FHQW

����SHU�FHQW��UDWKHU�WKDQ�WKH����SHU�FHQW�����SHU�FHQW��LPSOLHG�E\�WKH�HIIHFWLYH

OLIH�ZLWKRXW�EURDG�EDQGLQJ�DQG�DFFHOHUDWHG�GHSUHFLDWLRQ�

%�� 7KHVH�HVWLPDWHV�DVVXPH�WKDW�D�GLPLQLVKLQJ�YDOXH�GHSUHFLDWLRQ�UHJLPH

EDVHG�RQ�HIIHFWLYH�OLIH�HTXDOV�WUXH�HFRQRPLF�GHSUHFLDWLRQ��,I�WKLV�LV�WKH�FDVH��WKH

PDUJLQDO�HIIHFWLYH�WD[�UDWH�XQGHU�VXFK�D�UHJLPH�LV�HTXDO�WR�WKH�VWDWXWRU\

FRUSRUDWH�WD[�UDWH���,I�WKH�$72·V�VFKHGXOH�RI�HIIHFWLYH�OLYHV�LV�LQFRUUHFW�WKH

DFWXDO�0(75V�ZLOO�YDU\�IURP�WKH�VWDWXWRU\�WD[�UDWH�

%�� 7KH�0(75V�UHSRUWHG�LQ�7DEOH������UHIOHFW�WKH�LQFUHDVHG�DPRXQW�RI

DFFHOHUDWHG�GHSUHFLDWLRQ�DYDLODEOH�IRU�ORQJHU�OLYHG�SODQW�DQG�HTXLSPHQW�UHODWLYH

WR�VKRUWHU�OLYHG�SODQW�DQG�HTXLSPHQW�XQGHU�WKH�FXUUHQW�V\VWHP���7KH�0(75�IRU

��\HDU�SODQW�DQG�HTXLSPHQW�LV����SHUFHQWDJH�SRLQWV�DERYH�WKH�0(75�IRU���

\HDU�DVVHWV�

%�� )RU�PLQLQJ�GHYHORSPHQW��WKHUH�LV�FXUUHQWO\�HIIHFWLYHO\�QR�DFFHOHUDWHG

GHSUHFLDWLRQ�IRU���\HDU�SURMHFWV�DQG�OLWWOH�IRU����\HDU�SURMHFWV��DV�UHIOHFWHG�LQ�WKH

0(75V�UHSRUWHG�LQ�7DEOH��������/RQJHU�OLIH�SURMHFWV��VXFK�DV�WKH����\HDU

SURMHFW�UHSRUWHG�LQ�WKH�WDEOH��EHQHILW�IURP�WKH�FXUUHQW�VWUXFWXUH�RI�DFFHOHUDWHG

GHSUHFLDWLRQ�IRU�PLQLQJ�GHYHORSPHQWV�

%�� 7KH�FXUUHQW�DPRUWLVDWLRQ�VFKHGXOHV�IRU�PLQLQJ�GHYHORSPHQW�SURMHFWV�GR

QRW�DOORZ�VXE�SURMHFWV�WR�EH�GHSUHFLDWHG�RYHU�WKH�OLIH�RI�WKH�VXE�SURMHFW�EXW

UDWKHU�RYHU�WKH�OLIH�RI�WKH�PLQH�RU����\HDUV��ZKLFKHYHU�LV�WKH�OHVVHU���7KLV�PHDQV
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