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Determining taxable income using the
cashflow/tax value approach

Recommendation
4.1 Cashflow/tax value approach

Calculation of taxable income

�D� 7KDW�WR�DFKLHYH�D�PRUH�UREXVW�DQG�GXUDEOH�WD[�V\VWHP��WD[DEOH

LQFRPH�EH�FDOFXODWHG�RQ�WKH�EDVLV�RI�FDVK�IORZV�DQG�FKDQJLQJ�WD[

YDOXHV�RI�DVVHWV�DQG�OLDELOLWLHV�³�ZLWK�LQFUHDVLQJ�DQG�GHFUHDVLQJ

DGMXVWPHQWV�WR�UHIOHFW�WD[�SROLF\�HIIHFWV�

Incorporation in tax law

�E� 7KDW�WKH�FDVKIORZ�WD[�YDOXH�DSSURDFK�EH�UHIOHFWHG�LQ�WKH�WD[�ODZ�

�L� ZLWK�H[SHQGLWXUH�³�ZKLFK�LV�QRW�RI�D�SULYDWH�QDWXUH�DQG�GRHV

QRW�UHODWH�WR�H[HPSW�LQFRPH�³�EHLQJ�WUHDWHG�FRQVLVWHQWO\

ZLWK�WKH�DFFRXQWLQJ�DSSURDFK�RI�FODVVLI\LQJ�H[SHQGLWXUH�DV

DWWUDFWLQJ�LPPHGLDWH�ZULWH�RII��DPRUWLVDWLRQ�RU�FDSLWDOLVDWLRQ

DFFRUGLQJ�WR�ZKHWKHU�RU�QRW�LW�JLYHV�ULVH�WR�DQ�DVVHW

UHFRJQLVHG�DV�EHLQJ�RQ�KDQG�DW�WKH�HQG�RI�D�\HDU�

�LL� ZLWK�WKH�FKDQJH�LQ�WKH�WD[�YDOXHV�RI�DOO�QRQ�SULYDWH�DVVHWV�DQG

OLDELOLWLHV��XQOHVV�VSHFLILFDOO\�H[FOXGHG�RU�H[HPSWHG��EHLQJ

UHIOHFWHG�LQ�WKH�FDOFXODWLRQ�RI�WD[DEOH�LQFRPH��DQG

�LLL� ZLWK�WKH�WD[�YDOXH�RI�DVVHWV�DQG�OLDELOLWLHV�EHLQJ�GHWHUPLQHG

DW�WKH�HQG�RI�WKH�\HDU�LQ�DFFRUGDQFH�ZLWK�WKH�UHOHYDQW�FODVV�RI

DVVHW�RU�OLDELOLW\�

Revenue-neutral implementation unless expressly varied

�F� 7KDW�WKH�FDVKIORZ�WD[�YDOXH�DSSURDFK�EH�LPSOHPHQWHG�LQ�D

UHYHQXH�QHXWUDO�PDQQHU�³�H[FHSW�WR�WKH�H[WHQW�WKDW�RWKHU

UHFRPPHQGDWLRQV�LQ�WKLV�UHSRUW�H[SUHVVO\�SURSRVH�YDULDWLRQV�WR�WKH

H[LVWLQJ�ODZ�

)XQGDPHQWDO�WR�WKH�UHIRUPV�RI�WKH�EXVLQHVV�WD[�V\VWHP�UHFRPPHQGHG�E\�WKH

5HYLHZ�LV�D�SULQFLSOH�EDVHG�IUDPHZRUN�IRU�D�UHIRUPHG�LQFRPH�WD[DWLRQ�V\VWHP�

7KH�UHFRPPHQGHG�IUDPHZRUN�LV�GULYHQ�E\�WKH�QHHG�WR�LPSURYH�WKH�VWUXFWXUDO

LQWHJULW\�RI�WKH�SUHVHQW�V\VWHP��WR�UHGXFH�FRPSOH[LW\�DQG�XQFHUWDLQW\��WR

SURYLGH�D�EDVLV�IRU�RQJRLQJ�VLPSOLILFDWLRQ�DQG�WR�DOLJQ�PRUH�FORVHO\�WD[DWLRQ

ODZ�ZLWK�DFFRXQWLQJ�SULQFLSOHV�ZKHUHYHU�SRVVLEOH�
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The need for a new approach

7KH�H[LVWLQJ�ODZ�LV�EDVHG�RQ�OHJDO�FRQFHSWV�RI�LQFRPH�WKDW�KDYH�HYROYHG�RYHU

PDQ\�\HDUV���&HQWUDO�WR�LW�DUH�WKH�FRQFHSWV�RI�RUGLQDU\�LQFRPH��VWDWXWRU\

LQFRPH�LQFOXGLQJ�FDSLWDO�JDLQV��DQG�H[SHQVHV�DQG�ORVVHV�RI�HLWKHU�D�¶UHYHQXH·�RU

¶FDSLWDO·�QDWXUH�

$V�D�FRQVHTXHQFH�RI�WKH�HYROXWLRQ�RI�WKH�H[LVWLQJ�ODZ��DVVHWV�PD\�EH�WD[HG�LQ�D

YDULHW\�RI�ZD\V�GHSHQGLQJ�RQ�WKH�SXUSRVH�IRU�ZKLFK�WKH\�DUH�KHOG���7KLV�FUHDWHV

XQFHUWDLQW\�DQG�FRPSOH[LW\�LQ�WKH�ODZ��RI�WKH�NLQG�LOOXVWUDWHG�LQ�WKH�5HYLHZ·V

ILUVW�GLVFXVVLRQ�SDSHU��$�6WURQJ�)RXQGDWLRQ�

7R�GLVWLQJXLVK�H[SHQVHV�FRQVXPHG�LQ�D�WD[�\HDU�IURP�H[SHQVHV�WKDW�HVVHQWLDOO\

LQYROYH�D�FRQYHUVLRQ�IURP�RQH�W\SH�RI�DVVHW�WR�DQRWKHU��WKH�H[LVWLQJ�WD[�V\VWHP

XVHV�WKH�FRQFHSW�RI�FDSLWDO�H[SHQGLWXUH���7KH�DEVHQFH�RI�VWDWXWRU\�SULQFLSOHV

JXLGLQJ�WKDW�GLIIHUHQWLDWLRQ�KDV�UHVXOWHG�LQ�XQFHUWDLQW\�DQG�OHG�WR�WKH

PLVFKDUDFWHULVDWLRQ�RI�VRPH�H[SHQVHV�

:KHWKHU�EXVLQHVV�H[SHQGLWXUHV�DUH�UHFRJQLVHG�IRU�LQFRPH�WD[�SXUSRVHV�DQG��LI

UHFRJQLVHG��WKH�WLPLQJ�RI�WKHLU�GHGXFWLELOLW\�QRZ�GHSHQGV�PRUH�RQ�WKH

KLVWRULFDO�GHYHORSPHQW�RI�WKH�ODZ�WKDQ�RQ�FOHDUO\�HQXQFLDWHG�SULQFLSOHV���,Q

SDUWLFXODU��WKH�WUHDWPHQW�RI�WKH�FKDQJLQJ�YDOXHV�RI�GLIIHUHQW�FDWHJRULHV�RI�DVVHWV

DQG�OLDELOLWLHV�KDV�EHHQ�JUDIWHG�LQWR�WKH�ODZ�LQ�DQ�XQFRRUGLQDWHG�DQG�WKXV

QRQ�FRPSUHKHQVLYH�ZD\�

$�UDQJH�RI�H[SHQGLWXUHV�³�NQRZQ�DV�EODFNKROH�H[SHQVHV�E\�WD[

SUDFWLWLRQHUV�³�HLWKHU�DWWUDFW�QR�GHGXFWLRQV�DW�DOO�RU�DUH�QRW�GHGXFWLEOH�LQ�D

PDQQHU�FRQVLVWHQW�ZLWK�WKHLU�GHFOLQLQJ�YDOXH��VHH�$�3ODWIRUP�IRU�&RQVXOWDWLRQ�

SDJH��������7KH�ODFN�RI�VRXQG�SULQFLSOHV�FRQFHUQLQJ�WKH�UHFRJQLWLRQ�RI

H[SHQGLWXUH�DV�ZHOO�DV�DVVHWV�DQG�OLDELOLWLHV�KDV�LQIOXHQFHG�WKHVH�RXWFRPHV�³�DV

KDV�WKH�DG�KRF�DSSURDFK�RI�DGRSWLQJ�D�PXOWLWXGH�RI�DPRUWLVDWLRQ�UHJLPHV�WR

UHFRJQLVH�WKH�GHFOLQH�LQ�YDOXH�RI�SDUWLFXODU�FDWHJRULHV�RI�DVVHWV���7KH�ODFN�RI

UHFRJQLWLRQ��WRJHWKHU�ZLWK�WKH�PLVFKDUDFWHULVDWLRQ�RI�VRPH�H[SHQVHV��KDV�OHG�WR

GLVWRUWLRQV�LQ�WKH�PHDVXUHPHQW�RI�WD[DEOH�LQFRPH�

7KH�5HYLHZ�LV�VWURQJO\�RI�WKH�YLHZ�WKDW�D�PRUH�FRKHUHQW�DQG�GXUDEOH�OHJLVODWLYH

EDVLV�IRU�GHWHUPLQLQJ�WD[DEOH�LQFRPH�LV�HVVHQWLDO�WR�UHGXFLQJ�XQFHUWDLQW\�DQG

FRPSOH[LW\�LQ�WKH�SUHVHQW�V\VWHP���7KDW�UHGHVLJQHG�WD[�ODZ�ZLOO�XQGHUSLQ�D

PRUH�FRQVLVWHQW��WUDQVSDUHQW�DQG�VXVWDLQDEOH�WD[�V\VWHP���+DYLQJ�D�VWUXFWXUH

ZKLFK�LV�PRUH�HQGXULQJ�DQG�UREXVW��DQG�ZKLFK�FDQ�IOH[LEO\�DFFRPPRGDWH

IXWXUH�FKDQJHV��KDV�PXFK�WR�FRPPHQG�LW���2I�LWVHOI��LW�ZLOO�QRW�LPSO\�D

EURDGHQLQJ�RI�WKH�WD[�EDVH���YDULDWLRQV�WR�WKH�EDVH�VKRXOG�RFFXU�RQO\�E\�H[SUHVV

LQWHQWLRQ�
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Features of the cashflow/tax value approach

Concept of taxable income

'HWHUPLQDWLRQ�RI�WD[DEOH�LQFRPH�XQGHU�WKH�FDVKIORZ�WD[�YDOXH�DSSURDFK

LQYROYHV�UHFRJQLWLRQ�RI�WKH�WZR�FRPSRQHQWV�RI�D�WD[SD\HU·V�LQFRPH�³�WKH�QHW

DQQXDO�FDVK�IORZV�IURP�XVH�RI�UHOHYDQW�DVVHWV�DQG�OLDELOLWLHV�DQG�WKH�FKDQJH�LQ

WD[�YDOXH�RI�WKRVH�DVVHWV�DQG�OLDELOLWLHV��VHH�$�3ODWIRUP�IRU�&RQVXOWDWLRQ�

SDJHV����������5HFRJQLVLQJ�WKH�SUDFWLFDO�FRQVWUDLQWV�LQ�WD[LQJ�WKH�DQQXDO�FKDQJH

LQ�YDOXH�RI�DOO�DVVHWV�DQG�OLDELOLWLHV��WKH�XVH�RI�WD[�YDOXHV�HQVXUHV�WKDW�WD[SD\HUV

ZLOO�JHQHUDOO\�FRQWLQXH�QRW�WR�EH�WD[HG�RQ�XQUHDOLVHG�LQFUHDVHV�LQ�EDODQFH�VKHHW

YDOXHV�

'HILQLQJ�LQFRPH�LQ�D�PDQQHU�VWUXFWXUDOO\�FRQVLVWHQW�ZLWK�ERWK�HFRQRPLF�DQG

DFFRXQWLQJ�DSSURDFKHV�WR�LQFRPH�PHDVXUHPHQW�³�UDWKHU�WKDQ�UHO\LQJ�RQ�WKH

FXUUHQW�PL[�RI�VWDWXWRU\�DQG�MXGLFLDO�GHILQLWLRQV�RI�DVVHVVDEOH�LQFRPH�RIIVHW�E\

DQ�XQVWUXFWXUHG�DQG�KLJKO\�GLIIHUHQWLDWHG�VHW�RI�GHGXFWLRQV�³�VXSSOLHV�WKH�KLJK

OHYHO�XQLI\LQJ�SULQFLSOH�WKDW�FDQQRW�EH�IRXQG�DQ\ZKHUH�LQ�WKH�FXUUHQW�LQFRPH

WD[�OHJLVODWLRQ���$SSOLFDWLRQ�RI�WKDW�XQLI\LQJ�SULQFLSOH�ZLOO�SURYLGH�VWUXFWXUDO

LQWHJULW\�DQG�GXUDELOLW\�WR�WKH�LQFRPH�WD[�ODZ�WKDW�WKH�H[LVWLQJ�SDWFKZRUN

GHILQLWLRQV�VLPSO\�FDQQRW�RIIHU��KRZHYHU�WKH\�PLJKW�EH�DPHQGHG�

Treatment of expenditure

$Q�HVVHQWLDO�HOHPHQW�RI�LQFRPH�PHDVXUHPHQW�LV�WKH�GHGXFWLRQ�RI�H[SHQVHV

FRQVXPHG�LQ�WKH�FRXUVH�RI�GHULYLQJ�JDLQV���$�WUHDWPHQW�RI�H[SHQGLWXUH�ZKLFK�LV

FRQVLVWHQW�ZLWK�WKH�DFFRXQWLQJ�DSSURDFK�RI�FODVVLI\LQJ�H[SHQGLWXUH�E\

UHIHUHQFH�WR�WKH�OLIH�RI�WKH�EHQHILW�DFTXLUHG�LV�D�IXQGDPHQWDO�IHDWXUH�RI�WKH

FDVKIORZ�WD[�YDOXH�DSSURDFK�

$OO�QRQ�SULYDWH�H[SHQGLWXUH��LQFOXGLQJ�H[LVWLQJ�EODFNKROH�H[SHQVHV��ZLOO�EH

UHFRJQLVHG�LQ�WKH�FDOFXODWLRQ�RI�WD[DEOH�LQFRPH�³�XQOHVV�VSHFLILFDOO\�H[FOXGHG

E\�WKH�ODZ�IRU�SROLF\�UHDVRQV���7KH�QHHG�WR�VSHFLI\�H[FOXVLRQV�ZLOO�UHVXOW�LQ

JUHDWHU�FHUWDLQW\�IRU�WD[SD\HUV�DQG�DGPLQLVWUDWRUV���$V�D�JHQHUDO�UXOH�RQO\

LQGLYLGXDOV�ZLOO�EH�UHFRJQLVHG�DV�LQFXUULQJ�SULYDWH�H[SHQGLWXUH�

:KHUH�H[SHQGLWXUH�JLYHV�ULVH�WR�DQ�DVVHW��DQG�WKDW�DVVHW�LV�UHFRJQLVHG�IRU�WD[

SXUSRVHV�DW�WKH�HQG�RI�D�\HDU��LWV�WD[�YDOXH�ZLOO�EH�EURXJKW�WR�DFFRXQW�DW�WKDW

WLPH�XQOHVV�VSHFLILFDOO\�H[HPSWHG���7KLV�LV�VLPLODU�WR�WKH�WUHDWPHQW�RI�WUDGLQJ

VWRFN�LQ�WKH�H[LVWLQJ�ODZ���8QGHU�WKLV�DSSURDFK��H[SHQGLWXUH�ZLOO�EH�GHGXFWLEOH

RYHU�WKH�SHULRG�LQ�ZKLFK�LGHQWLILDEOH�EHQHILWV�DUH�UHFHLYHG�IURP�WKH

H[SHQGLWXUH�

6RPH�WUDQVDFWLRQV�HLWKHU�ZLOO�QRW�EH�UHFRJQLVHG�RU�RWKHUZLVH�ZLOO�EH�H[HPSWHG

IURP�EHLQJ�WUHDWHG�DV�DVVHWV�DQG�OLDELOLWLHV��IRU�H[DPSOH��PRVW�DGYHUWLVLQJ

H[SHQGLWXUH����6RPH�DVVHWV�DQG�OLDELOLWLHV�ZLOO�EH�H[HPSWHG�HLWKHU�EHFDXVH�WKH

FRPSOLDQFH�FRVWV�LQYROYHG�LQ�YDOXDWLRQ�ZRXOG�QRW�ZDUUDQW�WKHLU�YDOXDWLRQ�RU
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IRU�VSHFLILF�SROLF\�UHDVRQV��5HFRPPHQGDWLRQV�����DQG��������([HPSWLRQ�RI

FHUWDLQ�DVVHWV�DQG�OLDELOLWLHV�IURP�HQG�RI�\HDU�WD[�YDOXDWLRQ�ZLOO�DOVR�SURYLGH�WKH

PHFKDQLVP�LQ�WKH�ODZ�IRU�WKH�FDOFXODWLRQ�RI�WD[DEOH�LQFRPH�XQGHU�WKH

VLPSOLILHG�WD[�V\VWHP�DSSO\LQJ�WR�WD[SD\HUV�RSHUDWLQJ�VPDOO�EXVLQHVVHV��VHH

5HFRPPHQGDWLRQ�������DQG�IRU�FHUWDLQ�RWKHU�WD[SD\HUV��5HFRPPHQGDWLRQV����

DQG������

)LJXUH�����GHSLFWV�WKH�WUHDWPHQW�RI�H[SHQGLWXUH�XQGHU�WKH�UHFRPPHQGHG

IUDPHZRUN�

Figure 4.1 Treatment of expenditure under cashflow/tax value approach

No
Is the expenditure private?

Yes

Does the expenditure relate to exempt
income?

Yes No

Does the expenditure relate to a
non-depreciable asset for which the gain

or loss on realisation is taxable?

No Yes

Does the expenditure create or improve an
asset that is on hand at the end of the year? Yes No

Does the expenditure create or improve a
non-depreciable asset that is on hand at

the end of the year?

No Yes

Yes Is the asset exempt from
year-end tax valuation?

Does the expenditure relate
to land?

Yes

No No

Deduction allowable
when expenditure

incurred

Deduction generally
over life of asset or on

realisation in
accordance with tax

value rules

No deduction Expenditure included in
tax value of asset

(Expensing) (Amortisation/Capitalisation) (Capitalisation)

Tax value of assets and liabilities

&ULWLFDO�IHDWXUHV�RI�WKH�FDVKIORZ�WD[�YDOXH�DSSURDFK�DUH�WKH�WD[�YDOXH�UXOHV�IRU

DVVHWV�DQG�OLDELOLWLHV�DQG�WKH�PHDQLQJ�RI�¶DVVHW·�DQG�¶OLDELOLW\·���$V�QRWHG��WKH

5HYLHZ·V�UHFRPPHQGHG�DSSURDFK�LQYROYHV�PHDVXUHPHQW�RI�D�WD[SD\HU·V

LQFRPH��RU�UHWXUQ�RQ�DQ�LQYHVWPHQW��E\�WDNLQJ�LQWR�DFFRXQW�FKDQJHV�LQ�WKH�WD[

YDOXH�RI�DVVHWV�DQG�OLDELOLWLHV�RYHU�D�\HDU�
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7KH�WD[�YDOXH�RI�DVVHWV�DQG�OLDELOLWLHV�RQ�KDQG�DW�WKH�EHJLQQLQJ�DQG�HQG�RI�D

\HDU�ZLOO�EH�WDNHQ�LQWR�DFFRXQW�LQ�WKH�FDOFXODWLRQ�RI�WD[DEOH�LQFRPH�

� ,QFUHDVHV�LQ�WKH�WD[�YDOXH�RI�DVVHWV�DQG�UHGXFWLRQV�LQ�WKH�WD[�YDOXH�RI

OLDELOLWLHV�ZLOO�DGG�WR�WD[DEOH�LQFRPH�

� 'HFUHDVHV�LQ�WKH�WD[�YDOXH�RI�DVVHWV�DQG�LQFUHDVHV�LQ�WKH�WD[�YDOXH�RI

OLDELOLWLHV�ZLOO�UHGXFH�WD[DEOH�LQFRPH�

6RXQGO\�EDVHG�GHILQLWLRQV�RI�¶DVVHW·�DQG�¶OLDELOLW\·��DQG�RI�WKHLU�DVVRFLDWHG�WD[

YDOXHV�LQ�D�UDQJH�RI�FLUFXPVWDQFHV��DUH�UHTXLUHG�XQGHU�WKLV�DSSURDFK���$�EURDG

GHILQLWLRQ�RI�DQ�DVVHW�LV�UHTXLUHG�WR�SURWHFW�WKH�LQWHJULW\�RI�WKH�WD[�EDVH�DQG�WR

HQVXUH�WKDW�WKH�WD[�ODZ�UHPDLQV�UHOHYDQW�LQ�WKH�IDFH�RI�DVVHW�LQQRYDWLRQ�ZLWKRXW

WKH�QHHG�IRU�FRQWLQXDO�DGMXVWPHQW�

� 7KH�PHDQLQJ�RI�¶DVVHW·�ZLOO�GUDZ�RQ��DQG�EH�JHQHUDOO\�FRQVLVWHQW�ZLWK��WKH

DFFRXQWLQJ�GHILQLWLRQ�RI�DQ�DVVHW���7KHUH�LV�QR�JHQHUDO�GHILQLWLRQ�RI�DVVHW�LQ

WKH�H[LVWLQJ�WD[�ODZ���$Q�DVVHW�LV�GHILQHG�IRU�FDSLWDO�JDLQV�WD[�SXUSRVHV�EXW

WKLV�GHILQLWLRQ�LV�PRUH�QDUURZO\�IRFXVHG�WKDQ�WKH�DFFRXQWLQJ�GHILQLWLRQ�

&RQVLVWHQW�ZLWK�WKH�DFFRXQWLQJ�GHILQLWLRQ��DQ�DVVHW�ZLOO�EH�VRPHWKLQJ�WKDW

HPERGLHV�IXWXUH�HFRQRPLF�EHQHILWV���:KHUH�DQ�DVVHW�LV�KHOG�E\�D�WD[SD\HU�

WKH�WD[�YDOXH�RI�WKH�DVVHW�ZLOO�JHQHUDOO\�EH�WDNHQ�LQWR�DFFRXQW�LQ�WKH

FDOFXODWLRQ�RI�WD[DEOH�LQFRPH���XQOHVV�LW�LV�H[FOXGHG�RU�H[HPSW�IURP

\HDU�HQG�WD[�YDOXDWLRQ�

� 7KH�PHDQLQJ�RI�¶OLDELOLW\·�ZLOO�GUDZ�RQ�WKH�DFFRXQWLQJ�GHILQLWLRQ�RI�D

OLDELOLW\���7KHUH�LV�QR�GHILQLWLRQ�RI�D�OLDELOLW\�LQ�WKH�H[LVWLQJ�WD[�ODZ���,Q�WKH

QHZ�WD[�ODZ��D�OLDELOLW\�ZLOO�EH�DQ�REOLJDWLRQ�WKDW�D�WD[SD\HU�KDV�LQFXUUHG�WR

SURYLGH�IXWXUH�HFRQRPLF�EHQHILWV���&RQVLVWHQW�ZLWK�WKH�ZHOO�XQGHUVWRRG

PHDQLQJ�RI�¶LQFXUUHG·�LQ�WKH�H[LVWLQJ�ODZ��WKHUH�PXVW�EH�D�SUHVHQW�REOLJDWLRQ

WR�SURYLGH�IXWXUH�EHQHILWV�IRU�WKHUH�WR�EH�D�OLDELOLW\���6RPH�OLDELOLWLHV�IRU

DFFRXQWLQJ�SXUSRVHV��VXFK�DV�SURYLVLRQV�IRU�HPSOR\HH�HQWLWOHPHQWV��ZLOO�QRW

EH�UHFRJQLVHG�DV�OLDELOLWLHV�IRU�WD[DWLRQ�SXUSRVHV��WKHUHE\�HIIHFWLYHO\�KDYLQJ�D

]HUR�WD[�YDOXH��5HFRPPHQGDWLRQ���������:KHUH�D�OLDELOLW\�LV�RZHG�E\�D

WD[SD\HU��WKH�WD[�YDOXH�RI�WKH�OLDELOLW\�ZLOO�JHQHUDOO\�EH�WDNHQ�LQWR�DFFRXQW�LQ

FDOFXODWLQJ�WD[DEOH�LQFRPH�

$V�QRWHG�HDUOLHU��VRPH�WUDQVDFWLRQV�ZLOO�HLWKHU�QRW�EH�UHFRJQLVHG�RU�ZLOO�EH

VSHFLILFDOO\�H[HPSWHG�IURP�EHLQJ�WUHDWHG�DV�DVVHWV�RU�OLDELOLWLHV�RIWHQ�WKURXJK

WKH�DVVLJQPHQW�RI�D�]HUR�WD[�YDOXH���ZKHWKHU�IRU�UHDVRQV�RI�FRPSOLDQFH�FRVW

RU�SROLF\���,Q�WKLV�UHJDUG��WKH�5HYLHZ�HPSKDVLVHV��VHH�5HFRPPHQGDWLRQ�����F��

LWV�LQWHQWLRQ�WKDW�WKH�FDVKIORZ�WD[�YDOXH�DSSURDFK�EH�LPSOHPHQWHG�LQ�D

UHYHQXH�QHXWUDO�PDQQHU���8QOHVV�RWKHU�UHFRPPHQGDWLRQV�LQ�WKLV�UHSRUW

H[SUHVVO\�SURSRVH�YDULDWLRQV�WR�WKH�H[LVWLQJ�ODZ��WKH�SUHVXPSWLRQ�VKRXOG�EH

WKDW�LGHQWLILDEOH�YDULDWLRQV�WR�H[LVWLQJ�SROLF\�ZLOO�QRW�EH�LPSOHPHQWHG�E\�VWHDOWK�

0RUH�JHQHUDOO\��WKH�EHQHILWV�RI�D�PRUH�UREXVW�DQG�GXUDEOH�WD[�V\VWHP�VKRXOG

DOVR�EH�UHWXUQHG�WR�WD[SD\HUV�YLD�ORZHU�WD[�UDWHV�
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)LJXUH�����LOOXVWUDWHV�WKDW�WKH�SURSRVHG�WD[�YDOXH�UXOHV�IRU�DVVHWV�ZLOO�GHWHUPLQH

WKH�WLPLQJ�RI�WKH�GHGXFWLRQ�RI�H[SHQGLWXUH�LQ�FDOFXODWLQJ�WD[DEOH�LQFRPH���$Q

RXWOLQH�RI�WKH�WD[�YDOXH�RI�PRVW�W\SHV�RI�DVVHWV�LV�GHSLFWHG�LQ�)LJXUH�����

Figure 4.2 Tax value of assets

Asset type

Assets whose
increase in
value is only
taxed upon
realisation (most
assets)

Trading stock Depreciable
assets subject to
write-off at a
specified rate
for taxation
purposes

Financial assets
and rights
whose annual
change in value
is calculated
from associated
benefits

Financial assets
for which
market value
election has
been made

Cost Lower of cost or
net realisable
value, or market
selling value

Tax written
down value

Accruals Market value

Tax value

$V�FDQ�EH�VHHQ�LQ�)LJXUH������WD[SD\HUV�ZLOO�JHQHUDOO\�QRW�EH�WD[HG�RQ�XQUHDOLVHG

JDLQV���*DLQV�RQ�PRVW�DVVHWV�ZLOO�FRQWLQXH�WR�EH�WD[HG�RQ�D�UHDOLVDWLRQ�EDVLV�

7KH�PDLQ�GHSDUWXUHV�IURP�WKLV�DUH�WKH�DFFUXDOV�WUHDWPHQW�IRU�VRPH�ILQDQFLDO

DVVHWV�DQG�ULJKWV��5HFRPPHQGDWLRQ������DQG�WKH�PDUNHW�YDOXH�HOHFWLRQ�DYDLODEOH

IRU�ILQDQFLDO�DVVHWV��5HFRPPHQGDWLRQ������RU�WUDGLQJ�VWRFN

�5HFRPPHQGDWLRQ�������

&ULWLFDO�WR�WKH�FDVKIORZ�WD[�YDOXH�DSSURDFK�LV�WKH�WD[�YDOXH�FRQFHSW���,W�HQDEOHV

SUDFWLFDO�UHFRJQLWLRQ�RI�DVVHW�DQG�OLDELOLW\�YDOXHV�LQ�WKH�PHDVXUHPHQW�RI�WKH

FRPSRQHQWV�RI�D�WD[SD\HU·V�LQFRPH�

7KH�5HYLHZ�UHFRJQLVHV�WKDW�WKH�SURSRVHG�DSSURDFK�ZLOO�LPSRVH�VRPH

WUDQVLWLRQDO�FRVWV�RQ�WD[SD\HUV�DQG�WKHLU�DGYLVRUV�DV�ZHOO�DV�WKH�$XVWUDOLDQ

7D[DWLRQ�2IILFH�DV�D�UHVXOW�RI�WKH�LQWURGXFWLRQ�RI�QHZ�FRQFHSWV�DQG�QHZO\

GHILQHG�WHUPV�VXFK�DV�¶DVVHW·�DQG�¶OLDELOLW\·���7KHVH�WUDQVLWLRQDO�FRVWV�FDQ�EH

MXVWLILHG�EHFDXVH�RI�WKH�JUHDWHU�VLPSOLILFDWLRQ��FHUWDLQW\��WUDQVSDUHQF\�DQG

GXUDELOLW\�RI�WKH�UHFRPPHQGHG�IUDPHZRUN���7KH�QHZ�DSSURDFK�WR�VWUXFWXUH

ZLOO�SURGXFH�ORQJ�WHUP�EHQHILWV�IRU�$XVWUDOLD·V�WD[�V\VWHP��ZKLFK�WKH�5HYLHZ

EHOLHYHV�ZLOO�IDU�RXWZHLJK�WKH�VKRUWHU�WHUP�FRVWV�

0RVW�WD[SD\HUV�RSHUDWLQJ�VPDOO�EXVLQHVVHV�ZLOO�IHHO�OLWWOH�SUDFWLFDO�LPSDFW�IURP

WKH�QHZ�DSSURDFK�EHFDXVH�RI�WKH�5HYLHZ·V�UHFRPPHQGDWLRQV�DOORZLQJ�WKHP�WR

RSW�LQWR�WKH�VLPSOLILHG�WD[�V\VWHP��676��GHVFULEHG�LQ�5HFRPPHQGDWLRQ������

6LPLODUO\��WKHUH�ZLOO�EH�OLWWOH�LPSDFW�RQ�LQGLYLGXDOV��ZKR�ZLOO�FRQWLQXH�WR�DWWUDFW

D�FDVK�EDVLV�WUHDWPHQW�RQ�PRVW�LQFRPH�DQG�H[SHQGLWXUH

�5HFRPPHQGDWLRQ������
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Calculation of taxable income

7R�GHWHUPLQH�D�WD[SD\HU·V�WD[DEOH�LQFRPH��DGMXVWPHQWV�ZLOO�EH�UHTXLUHG�WR�WKH

QHW�LQFRPH�DPRXQW�FDOFXODWHG�XQGHU�WKH�UHFRPPHQGHG�WUHDWPHQW�RI�UHFHLSWV�

H[SHQGLWXUH�DQG�FKDQJHV�LQ�WKH�WD[�YDOXHV�RI�DVVHWV�DQG�OLDELOLWLHV�DV�H[SODLQHG

DERYH���7KHVH�DGMXVWPHQWV�ZLOO�EH�IRU�VSHFLILF�SROLF\�UHDVRQV���)RU�H[DPSOH�

H[HPSW�LQFRPH�DQG�WKH�GHGXFWLRQ�IRU�WKH�H[WUD����SHU�FHQW�RI�UHVHDUFK�DQG

GHYHORSPHQW�H[SHQGLWXUH�ZLOO�UHGXFH�WD[DEOH�LQFRPH���([DPSOHV�RI�DPRXQWV

ZKLFK�ZLOO�LQFUHDVH�WD[DEOH�LQFRPH��E\�UHTXLULQJ�DQ�DGGLWLRQ�WR�WKH�QHW�LQFRPH

DPRXQW��DUH�QRQ�GHGXFWLEOH�H[SHQGLWXUHV���7KHVH�LQFOXGH�SD\PHQWV�RI

GLYLGHQGV�DQG�LQFRPH�WD[��HDFK�RI�ZKLFK�ZLOO�FRQWLQXH�WR�EH�QRQ�GHGXFWLEOH�

$OVR��WRWDO�VSHQGLQJ�LQLWLDOO\�KDYLQJ�EHHQ�WDNHQ�LQWR�WKH�FDOFXODWLRQ��H[SHQGLWXUH

UHODWLQJ�WR�H[HPSW�LQFRPH�ZLOO�EH�DGGHG�EDFN�WR�LQFUHDVH�WD[DEOH�LQFRPH�E\

ZD\�RI�D�VSHFLILF�DGMXVWPHQW�

$IWHU�WDNLQJ�LQWR�DFFRXQW�WKHVH�VSHFLILF�SROLF\�DGMXVWPHQWV�DQG�WKH

FDUU\�IRUZDUG�RI�XQXVHG�ORVVHV��WD[DEOH�LQFRPH�ZLOO�EH�GHWHUPLQHG�DV�VKRZQ�LQ

)LJXUH�����

Figure 4.3 Calculation of taxable income

Cash receipts
less

cash payments

Change in tax value 
of assets 

and liabil ities+/-

Taxable income

Specified tax law adjustments

Losses from previous years

plus or minus

minus

8QGHU�WKH�H[LVWLQJ�V\VWHP��WKH�WLPLQJ�RI�GHGXFWLELOLW\�RI�H[SHQGLWXUH�GHSHQGV

RQ�ZKHWKHU�WKH�H[SHQGLWXUH�LV�RI�D�FDSLWDO�QDWXUH���,Q�DFFRXQWLQJ�WHUPV�D�FDSLWDO

H[SHQVH�LV�HVVHQWLDOO\�D�FRQYHUVLRQ�IURP�RQH�DVVHW��IRU�H[DPSOH��FDVK��WR

DQRWKHU�DVVHW���,Q�RWKHU�ZRUGV��H[SHQGLWXUH�LV�RI�D�FDSLWDO�QDWXUH�ZKHQ�LW�LV�XVHG

WR�DFTXLUH��FUHDWH�RU�LPSURYH�DQ�DVVHW���7KH�5HYLHZ�EHOLHYHV�WKDW�UHIOHFWLQJ�WKLV

DSSURDFK�LQ�WKH�VWUXFWXUH�RI�WKH�WD[�V\VWHP�ZLOO�UHGXFH�XQFHUWDLQW\�DQG�UHPHG\

WKH�PLVFKDUDFWHULVDWLRQ�RI�VRPH�H[SHQVHV�LQ�WKH�SUHVHQW�ODZ�

$�NH\�REMHFWLYH�RI�WKH�FDVKIORZ�WD[�YDOXH�DSSURDFK�LV�WR�FODVVLI\�H[SHQGLWXUH�DV

DWWUDFWLQJ�LPPHGLDWH�ZULWH�RII��DPRUWLVDWLRQ�RU�FDSLWDOLVDWLRQ�E\�UHIHUHQFH�WR
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WKH�OLIH�RI�WKH�EHQHILW�DFTXLUHG�IURP�WKH�LQFXUULQJ�RI�WKH�H[SHQGLWXUH���7KLV�LV

EDVHG�RQ�WKH�QRWLRQ�RI�ZKHWKHU�RU�QRW�WKH�H[SHQGLWXUH�JLYHV�ULVH�WR�D

UHFRJQLVDEOH�DVVHW�RQ�KDQG�DW�\HDU�HQG�

,Q�$�3ODWIRUP�IRU�&RQVXOWDWLRQ��SDJHV���������WKH�5HYLHZ�GLVFXVVHG�WZR�RSWLRQV

IRU�GHWHUPLQLQJ�WD[DEOH�LQFRPH�XQGHU�WKH�IUDPHZRUN�LQFRUSRUDWLQJ�FKDQJLQJ

WD[�YDOXHV�RI�DVVHWV�DQG�OLDELOLWLHV���2QH�RSWLRQ�PDLQWDLQV�WKH�H[LVWLQJ�DVVHVVDEOH

LQFRPH�DQG�DOORZDEOH�GHGXFWLRQV�GLFKRWRP\���7KH�RWKHU�RSWLRQ�DGRSWV�DQ

DSSURDFK�EDVHG�RQ�FDVK�IORZV�DQG�FKDQJLQJ�WD[�YDOXHV�RI�DVVHWV�DQG�OLDELOLWLHV�

%RWK�RSWLRQV�DUH�LQWHQGHG�WR��DQG�ZRXOG��SURGXFH�WKH�VDPH�RXWFRPH���7KH\

ZRXOG�DOVR�SURGXFH�WKH�VDPH�RXWFRPH�WKDW�WKH�FXUUHQW�V\VWHP�LV�LQWHQGHG�WR

GR��XQGHU�WKH�VDPH�SROLF\�SUHVFULSWLRQV�

7KH�ILUVW�RSWLRQ�ZRXOG�LQYROYH�WKH�LQFOXVLRQ�LQ�DVVHVVDEOH�LQFRPH�RI�FXUUHQW

UHFHLSWV�DQG�HDUQLQJV�DV�ZHOO�DV�WKH�LQFUHDVH�LQ�WKH�WD[�YDOXH�RI�DVVHWV�DQG�WKH

UHGXFWLRQ�LQ�WKH�WD[�YDOXH�RI�OLDELOLWLHV���'HGXFWLRQV�ZRXOG�LQFOXGH�FXUUHQW

H[SHQGLWXUH�DV�ZHOO�DV�WKH�UHGXFWLRQ�LQ�WKH�WD[�YDOXH�RI�DVVHWV�DQG�WKH�LQFUHDVH

LQ�WKH�WD[�YDOXH�RI�OLDELOLWLHV�

6RPH�WD[�SURIHVVLRQDOV�VHHP�WR�IDYRXU�WKLV�RSWLRQ�EHFDXVH�LW�UHWDLQV�WKH

H[LVWLQJ�FRQFHSWV�RI�DVVHVVDEOH�LQFRPH�DQG�DOORZDEOH�GHGXFWLRQV���+RZHYHU��DV

DVVHVVDEOH�LQFRPH�DQG�H[SHQGLWXUH�LQFOXGH�WD[�YDOXH�FKDQJHV�IRU�VRPH�DVVHWV

DQG�OLDELOLWLHV��IRU�H[DPSOH��GHEWRUV�DQG�FUHGLWRUV���WKHUH�ZRXOG�EH�D�QHHG�IRU

VSHFLDO�UXOHV�XQGHU�WKLV�RSWLRQ�WR�UHPRYH�WKH�GXSOLFDWLRQV���5HPRYLQJ

GXSOLFDWLRQ�LQ�WKH�GHWHUPLQDWLRQ�RI�DVVHVVDEOH�LQFRPH�DQG�DOORZDEOH

GHGXFWLRQV��KRZHYHU��XQGHUOLQHV�WKH�HTXLYDOHQFH�EHWZHHQ�WKLV�RSWLRQ�DQG�WKH

VHFRQG�RSWLRQ�RXWOLQHG�LQ�$�3ODWIRUP�IRU�&RQVXOWDWLRQ�

,W�LV�WKLV�VHFRQG�RSWLRQ�WKDW�WKH�5HYLHZ�KDV�FRQFOXGHG�VKRXOG�EH�WKH�DSSURDFK

WR�EH�WDNHQ�LQ�IUDPLQJ�WKH�OHJLVODWLRQ�IRU�WKH�FDOFXODWLRQ�RI�WD[DEOH�LQFRPH���,W

LV�EDVHG�RQ�FDVK�IORZV��UHFHLSWV�OHVV�SD\PHQWV��DQG�FKDQJLQJ�WD[�YDOXHV�RI

DVVHWV�DQG�OLDELOLWLHV���7KH�5HYLHZ�GRHV�QRW�VHH�EHQHILW�LQ�PDLQWDLQLQJ�WKH

H[LVWLQJ�WHUPV�RI�¶DVVHVVDEOH�LQFRPH·�DQG�¶DOORZDEOH�GHGXFWLRQV·���$V�QRWHG�

WKRVH�WHUPV�ZRXOG�KDYH�VLJQLILFDQWO\�FKDQJHG�PHDQLQJV�LI�WKH\�ZHUH�WR�EH

PDLQWDLQHG�LQ�WKH�QHZ�ODZ�

$V�LWV�SULPDU\�DGYDQWDJH��WKLV�DSSURDFK�GHOLYHUV�VWUXFWXUDO�LQWHJULW\�DQG

GXUDELOLW\�RI�WKH�UHVXOWLQJ�OHJLVODWHG�IUDPHZRUN���,W�LV�DOVR�FRQVLVWHQW�ZLWK�WKH

FRQFHSWXDO�EDVLV�WKDW�KDV�EHHQ�GHYHORSHG�IRU�ILQDQFLDO�DFFRXQWLQJ���,Q�DGGLWLRQ�

E\�PLQLPLVLQJ�WKH�QXPEHU�RI�VSHFLILF�UXOHV�UHTXLUHG�WKURXJKRXW�WKH�OHJLVODWLRQ

�D�SUREOHP�WKDW�EHGHYLOV�WKH�FXUUHQW�OHJLVODWLRQ���LW�ZLOO�UHGXFH�WKH�YROXPH�RI

WD[�OHJLVODWLRQ�VLJQLILFDQWO\�DV�ZHOO�DV�LWV�FRPSOH[LW\��WKHUHE\�GHOLYHULQJ�ORZHU

FRPSOLDQFH�FRVWV���7KH�VWUXFWXUDO�XQLILFDWLRQ�UHFRPPHQGHG�ZLOO�DOVR�SURYLGH�D

EDVLV�IRU�RQJRLQJ�VLPSOLILFDWLRQ�RI�WKH�WD[�ODZ�

&DOFXODWLQJ�WD[DEOH�LQFRPH�ZLOO�EH�FRQFHSWXDOO\�FRQVLVWHQW�ZLWK�DFFRXQWLQJ�DQG

HFRQRPLF�DSSURDFKHV�WR�LQFRPH�PHDVXUHPHQW���DOWKRXJK��LPSRUWDQWO\��WD[

YDOXHV�ZLOO�RIWHQ�EH�GLIIHUHQW��DQG�OHVV�GHSHQGHQW�RQ�OHJDO�FRQFHSWV��IURP
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YDOXHV�LQ�WKH�ILQDQFLDO�EDODQFH�VKHHW�EHFDXVH�WKH\�ZLOO�EH�GHULYHG�IURP�WKH

WUHDWPHQW�LQFRUSRUDWHG�LQ�WKH�WD[�ODZ���,Q�SDUWLFXODU��EHFDXVH�UHDOLVDWLRQ�LV

DGRSWHG�DV�WKH�EDVLV�IRU�WD[LQJ�JDLQV�IRU�PRVW�DVVHW�FDWHJRULHV�DQG�EHFDXVH

H[SHQGLWXUHV�ZLOO�XVXDOO\�EH�UHFRJQLVHG�ZKHQ�LQFXUUHG�UDWKHU�WKDQ�ZKHQ

SURYLGHG�IRU�LQ�DFFRXQWV��WD[�YDOXHV�ZLOO�GLIIHU�IURP�ILQDQFLDO�EDODQFH�VKHHW

YDOXHV���)RU�H[DPSOH��GHSUHFLDEOH�DVVHWV�ZLOO�EH�LQFOXGHG�DW�WD[�ZULWWHQ�GRZQ

YDOXH�DQG�PRVW�SURYLVLRQV��VXFK�DV�HPSOR\HH�HQWLWOHPHQWV��ZLOO�KDYH�D�QLO�WD[

YDOXH���$V�QRWHG��LQFOXGLQJ�GHSUHFLDEOH�DVVHWV�DW�WD[�ZULWWHQ�GRZQ�YDOXHV�DQG

PRVW�RWKHU�DVVHWV�DQG�OLDELOLWLHV�DW�FRVW�HQVXUHV�WKDW�UHODWHG�JDLQV�DUH�RQO\

EURXJKW�WR�DFFRXQW�RQ�UHDOLVDWLRQ�

Impact of the cashflow/tax value approach

7KH�UHFRPPHQGHG�DSSURDFK�LV�QRW�D�UHYROXWLRQDU\�ZD\�RI�FDOFXODWLQJ�WD[DEOH

LQFRPH�WKDW�GHSDUWV�IURP�DOO�HVWDEOLVKHG�SURFHVVHV���,W�GRHV�QRW�UHVXOW�LQ

UDGLFDOO\�GLIIHUHQW�RXWFRPHV��VXFK�DV�EULQJLQJ�WR�WD[�XQUHDOLVHG�JDLQV�

6XEVWDQWLYHO\��WKH�VDPH�FDOFXODWLRQV�QHHG�WR�EH�PDGH�XQGHU�WKH�H[LVWLQJ�ODZ

DQG�WKH�SURSRVHG�DSSURDFK�

,W�KDV�EHHQ�VXJJHVWHG�E\�VRPH�WKDW�FKDQJLQJ�IURP�WKH�FXUUHQW�V\VWHP�RI

WD[DWLRQ�WR�WKH�UHFRPPHQGHG�DSSURDFK�ZLOO�DGG�VXEVWDQWLDOO\�WR�FRPSOLDQFH

FRVWV�DQG�UHTXLUH�PDMRU�PRGLILFDWLRQV�WR�H[LVWLQJ�FRPSXWHU�V\VWHPV�FXUUHQWO\

XVHG�WR�FDOFXODWH�WD[DEOH�LQFRPH���7KLV�LV�QRW�WKH�FDVH�

$GRSWLRQ�RI�WKH�FDVKIORZ�WD[�YDOXH�DSSURDFK�ZLOO�QRW��RI�LWVHOI��UHTXLUH

WD[SD\HUV�WR�FKDQJH�WKH�ZD\�WKH\�FXUUHQWO\�FDOFXODWH�WKHLU�WD[DEOH�LQFRPH�DQG

WKH\�FDQ�FRQWLQXH�WR�XVH�WKHLU�FXUUHQW�FRPSXWHU�SURJUDPV���$WWDFKPHQW�$

GHPRQVWUDWHV�KRZ�WKH�DSSURDFK�FDQ�EH�DSSOLHG�LQ�SUDFWLFH���0RGLILFDWLRQV�WR

H[LVWLQJ�V\VWHPV�ZLOO��RI�FRXUVH��EH�UHTXLUHG�WR�UHIOHFW�SROLF\�FKDQJHV�UHVXOWLQJ

IURP�WKH�LPSOHPHQWDWLRQ�RI�UHIRUP�PHDVXUHV�E\�WKH�3DUOLDPHQW���7KLV�ZRXOG

EH�WKH�FDVH�ZKLFKHYHU�OHJLVODWLYH�VWUXFWXUH�ZHUH�WR�EH�DGRSWHG�

Assets and liabilities receiving a zero
tax value

Recommendation

4.2 Exemption principles for tax values

7KDW�FODVVHV�RI�DVVHWV�DQG�OLDELOLWLHV�QRW�EH�UHFRJQLVHG��RU�EH�H[HPSWHG

IURP�WKH�JHQHUDO�UHTXLUHPHQW�IRU�\HDU�HQG�WD[�YDOXDWLRQ��HIIHFWLYHO\

UHFHLYLQJ�D�]HUR�WD[�YDOXH��LI�
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�L� LW�ZRXOG�EH�XQUHDVRQDEO\�FRVWO\�³�UHODWLYH�WR�WKH�OLNHO\�HIIHFW�RQ

WD[�DVVHVVPHQWV�³�WR�DVFULEH�D�WD[�YDOXH�WR�WKH�DVVHW�RU�OLDELOLW\��RU

�LL� VSHFLILFDOO\�LGHQWLILHG�SROLF\�UHDVRQV�UHTXLUH�VXFK�H[HPSWLRQ�

,Q�&KDSWHU���RI�$�3ODWIRUP�IRU�&RQVXOWDWLRQ��WKH�5HYLHZ�LGHQWLILHG�D�UDQJH�RI

EXVLQHVV�DVVHWV�WKDW�WD[SD\HUV�FXUUHQWO\�GR�QRW�QHHG�WR�EULQJ�WR�DFFRXQW�DW

\HDU�HQG��HYHQ�WKRXJK�WKHLU�FRVW�LV�JHQHUDOO\�LPPHGLDWHO\�GHGXFWLEOH���7KH

UDQJH�ZDV�QRW�H[KDXVWLYH���,Q�WKH�DEVHQFH�RI�VSHFLILF�H[HPSWLRQV��WD[SD\HUV

ZRXOG�QHHG�WR�EULQJ�VXFK�DVVHWV�WR�DFFRXQW�XQGHU�WKH�FDVKIORZ�WD[�YDOXH

DSSURDFK�IRU�GHWHUPLQLQJ�WD[DEOH�LQFRPH�

,Q�SULQFLSOH��WKH�\HDU�HQG�WD[�YDOXH�RI�EXVLQHVV�DVVHWV�DQG�OLDELOLWLHV�RI�WD[SD\HUV

ZRXOG�EH�EURXJKW�WR�DFFRXQW���1HYHUWKHOHVV��WKH�5HYLHZ�FRQVLGHUV�WKDW�D

EDODQFH�QHHGV�WR�EH�VWUXFN�EHWZHHQ�WKDW�SULQFLSOH�DQG�WKH�FRPSOLDQFH�FRVWV

UHODWHG�WR�WKDW�UHFRJQLWLRQ���7KHUH�PD\�DOVR�EH�SDUWLFXODU�SROLF\�UHDVRQV�IRU�QRW

UHTXLULQJ�FHUWDLQ�DVVHWV�DQG�OLDELOLWLHV�WR�EH�EURXJKW�WR�DFFRXQW�DW�\HDU�HQG�IRU

WD[�SXUSRVHV�

,Q�VHOHFWLQJ�WKRVH�DVVHWV�DQG�OLDELOLWLHV�UHFRPPHQGHG�IRU�H[HPSWLRQ��WKH

5HYLHZ�KDV�EDODQFHG�WKH�IROORZLQJ�IDFWRUV�

� WKH�QHHG�WR�SURWHFW�WKH�LQWHJULW\�RI�WKH�ODZ�³�H[FHSWLRQV�FDQ�FUHDWH

RSSRUWXQLWLHV�IRU�PDQLSXODWLRQ�DQG�FDQ�OHDG�WR�GLVSXWDWLRQ�DERXW�WKH�SUHFLVH

PHDQLQJ�RI�WKH�H[FHSWLRQ�

� WKH�FRVW�WR�WD[SD\HUV�RI�UHFRUGLQJ�WKH�WD[�YDOXH�RI�DVVHWV�³�VRPH�DVVHWV�FDQ

EH�GLIILFXOW�WR�YDOXH��IRU�H[DPSOH��SURIHVVLRQDO�ZRUN�LQ�SURJUHVV��DQG�WKH

LQFOXVLRQ�RI�WKH�WD[�YDOXHV�RI�VRPH�RWKHU�DVVHWV�DQG�OLDELOLWLHV�ZRXOG�KDYH

OLWWOH�RU�QR�LPSDFW�RQ�WD[SD\HUV·�WD[�OLDELOLWLHV��IRU�H[DPSOH��WKH�QHW�YDOXH�RI

WKH�DVVHWV�DQG�OLDELOLWLHV�DVVRFLDWHG�ZLWK�D����\HDU�OHDVH�RYHU�SURSHUW\�VXEMHFW

WR�UHJXODU�FRPPHUFLDO�OHDVH�UHQWDOV���DQG

� WKH�GHJUHH�RI�GLVWRUWLRQ��RU�LPSDFW�RQ�UHYHQXH��³�VRPH�RI�WKH�LGHQWLILHG

DVVHWV�DUH�XVXDOO\�UHDOLVHG�ZLWKLQ����PRQWKV�DQG�VR�H[HPSWLRQ�XQGHU�WKH

FXUUHQW�WUHDWPHQW�LV�QRW�SDUWLFXODUO\�GLVWRUWLRQDU\�

6LPSO\�H[HPSWLQJ�DOO�VKRUW�WHUP�DVVHWV�IURP�EHLQJ�EURXJKW�WR�DFFRXQW�DW

\HDU�HQG�ZRXOG�QRW�EH�DSSURSULDWH���$�UXOH�DV�EURDG�DV�WKDW�ZRXOG�FRYHU�DVVHWV

VXFK�DV�WUDGH�GHEWV�DQG�WUDGLQJ�VWRFN���7KRVH�DVVHWV�RIWHQ�UHSUHVHQW�D

VLJQLILFDQW�SRUWLRQ�RI�WKH�DVVHWV�RI�D�EXVLQHVV�DQG�H[FOXGLQJ�WKHLU�YDOXH�IURP

WKH�LQFRPH�WD[�EDVH�ZRXOG�EH�XQDFFHSWDEOH���$FFRUGLQJO\��WKH�5HYLHZ�KDV

UHFRPPHQGHG�JHQHUDO�SULQFLSOHV�DV�ZHOO�DV�VSHFLI\LQJ�SDUWLFXODU�DVVHWV�IRU

H[HPSWLRQ���%H\RQG�WKH�VSHFLILF�H[HPSWLRQV�FRYHUHG�KHUH��H[FOXVLRQV�IURP

DVVHW�OLDELOLW\�WUHDWPHQW�DUH�LQFRUSRUDWHG�ZLWKLQ�D�UDQJH�RI�RWKHU

UHFRPPHQGDWLRQV�³�IRU�H[DPSOH��LQ�UHODWLRQ�WR�¶URXWLQH·�OHDVHV�DQG�ULJKWV

�UHFRJQLVLQJ��WKRXJK��WKDW�D�OHDVH�UHQWDO�SDLG�LQ�RQH�\HDU�IRU�EHQHILWV�LQ�WKH�QH[W

UHIOHFWV�DQ�DVVHW��SUHSD\PHQW��ZKLFK�ZRXOG�EH�EURXJKW�WR�DFFRXQW�LQ�WKH�ILUVW

\HDU�DQG�H[WLQJXLVKHG�LQ�WKH�QH[W��



Section 4:  Core concepts and principles

A Tax System Redesigned 165

Recommendation

4.3 Specific exemptions producing zero tax values

7KDW��FRQVLVWHQW�ZLWK�WKH�H[HPSWLRQ�SULQFLSOHV��WD[SD\HUV�QRW�EH

UHTXLUHG�WR�GHWHUPLQH�WD[�YDOXHV�IRU�WKH�IROORZLQJ�W\SHV�RI�DVVHWV�DW

\HDU�HQG�

�L� FRQVXPDEOH�VWRUHV�DQG�VSDUH�SDUWV��ZKRVH�FRVW�LV�QRW�DOUHDG\

DEVRUEHG�LQ�WKH�WD[�YDOXH�RI�RWKHU�DVVHWV��DQG�ZKRVH�DJJUHJDWH�WD[

YDOXH�GRHV�QRW�H[FHHG���������

�LL� RIILFH�VXSSOLHV��XQOHVV�WUDGLQJ�VWRFN�

�LLL� VWDQGLQJ�FURSV�DQG�WLPEHU�HVWDEOLVKHG�E\�WKH�WD[SD\HU�HLWKHU�IRU

UHVDOH�RU�IRU�HQYLURQPHQWDO�ZRUNV�RQ�UXUDO�ODQG�

�LY� QRQ�ELOODEOH�ZRUN�LQ�SURJUHVV�RI�SURYLGHUV�RI�VHUYLFHV�IRU�D�IHH�³

VXFK�DV�SURIHVVLRQDOV��WUDGHVPHQ�DQG�EXLOGLQJ�FRQWUDFWRUV�³

ZKHUH�WKHUH�LV�D�UHDVRQDEOH�H[SHFWDWLRQ�WKDW�WKH�VHUYLFH�ZLOO�EH

ELOOHG�ZLWKLQ����PRQWKV�RI�WKH�\HDU�LQ�ZKLFK�WKH�VHUYLFH�ZDV

SHUIRUPHG�

�Y� UHVXOWV�RI�H[SORUDWLRQ�DQG�SURVSHFWLQJ�DFWLYLWLHV�IURP�PLQLQJ�DQG

TXDUU\LQJ��DQG

�YL� H[SHQGLWXUH�RQ�DGYHUWLVLQJ��H[FHSW�WKDW�ZKLFK�JLYHV�ULVH�WR�

� D�GHSUHFLDEOH�DVVHW��RU�DQ�LPSURYHPHQW�WR�D�GHSUHFLDEOH

DVVHW��XVHG�IRU�DGYHUWLVLQJ�SXUSRVHV��RU

� DQ�DGYHUWLVLQJ�VHUYLFH�RU�SURGXFW�WR�EH�SURYLGHG�DIWHU�WKH�HQG

RI�WKH�\HDU��FRQVLVWHQW�ZLWK�RWKHU�SUHSD\PHQWV��

Consumable stores and spare parts

&RQVXPDEOH�VWRUHV�DQG�VSDUH�SDUWV�GR�QRW�JHQHUDOO\�FRQVWLWXWH�WUDGLQJ�VWRFN

XQGHU�WKH�H[LVWLQJ�ODZ�DQG�VR�FXUUHQWO\�GR�QRW�KDYH�WR�EH�YDOXHG�DW�\HDU�HQG�

7KH�FXUUHQW�WUHDWPHQW�RI�FRQVXPDEOHV�DQG�VSDUHV�LV�QRW�HQWLUHO\�DSSURSULDWH�

6RPH�WD[SD\HUV�FDUU\�VLJQLILFDQW�OHYHOV�RI�VXFK�DVVHWV�DQG�GHGXFWLRQV�RXJKW�EH

DOORZHG�RQO\�DV�WKH\�DUH�FRQVXPHG���2Q�WKH�RWKHU�KDQG��LW�ZRXOG�QRW�EH

DSSURSULDWH�WR�UHTXLUH�WD[SD\HUV�WR�DFFRXQW�IRU�YDOXHV�EHORZ�D�FHUWDLQ�OLPLW�

$�UHDVRQDEOH�OLPLW�ZRXOG�VHHP�WR�EH�����������7KDW�ZLOO�HQVXUH�WKDW�PRVW

EXVLQHVVHV�GR�QRW�KDYH�WR�LQFXU�XQQHFHVVDU\�FRPSOLDQFH�FRVWV���(YHQ�ZKHUH

WKH���������OLPLW�LV�H[FHHGHG��FRQVXPDEOHV�DQG�VSDUHV�ZLOO�QRW�KDYH�WR�EH

VHSDUDWHO\�DFFRXQWHG�IRU�LI�WKHLU�FRVW�KDV�EHHQ�DEVRUEHG�LQ�WKH�WD[�YDOXH�RI

RWKHU�DVVHWV��VXFK�DV�LQ�WUDGLQJ�VWRFN�YDOXHV�
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Office supplies

7D[SD\HUV�FXUUHQWO\�GR�QRW�KDYH�WR�DFFRXQW�IRU�WKH�YDOXH�RI�FRQVXPDEOHV�DQG

VSDUHV�WR�EH�FRQVXPHG��RU�XVHG�LQ�PDFKLQHV��LQ�D�WD[SD\HU·V�RIILFH���8VXDOO\�

VLJQLILFDQW�VXPV�DUH�QRW�LQYROYHG�

5HTXLULQJ�WD[SD\HUV�WR�YDOXH�DQQXDOO\�VWRUHV�RI�VXFK�UHODWLYHO\�PLQRU�DVVHWV

ZRXOG�LPSRVH�DGGLWLRQDO�FRPSOLDQFH�FRVWV�ZKLFK�FDQQRW�EH�MXVWLILHG�LQ�WHUPV

RI�WD[�ODZ�LQWHJULW\�RU�GHVLJQ���$FFRUGLQJO\��WD[SD\HUV�ZLOO�QRW�EH�UHTXLUHG�WR

YDOXH�WKHVH�DVVHWV�

Standing crops and timber

*HQHUDOO\��WD[SD\HUV�FXUUHQWO\�GR�QRW�KDYH�WR�GHWHUPLQH�WD[�YDOXHV�IRU�VWDQGLQJ

FURSV�DQG�WLPEHU�HVWDEOLVKHG�E\�WKHP�HLWKHU�IRU�SXUSRVHV�RI�VDOH�RU��EURDGO\�

IRU�HQYLURQPHQWDO�ZRUNV�RQ�UXUDO�ODQG���(VWDEOLVKPHQW�FRVWV�DQG�GHYHORSPHQW

FRVWV�DUH�GHGXFWLEOH�UDWKHU�WKDQ�DGGHG�WR�WKH�\HDU�HQG�WD[�YDOXH�RI�WKHVH�DVVHWV�

7KH�FXUUHQW�WD[DWLRQ�WUHDWPHQW�RI�VKRUW�WHUP�FURSV�GRHV�QRW�UHSUHVHQW�D

VLJQLILFDQW�GLVWRUWLRQ���7KH�FURSV�DUH�KDUYHVWHG�LQ�WKH�\HDU�IROORZLQJ�WKH

LQFXUULQJ�RI�WKH�H[SHQGLWXUHV���0RUHRYHU��UHTXLULQJ�WKHLU�YDOXDWLRQ�IRU�WD[DWLRQ

SXUSRVHV�HDFK�\HDU�FRXOG�EH�GLIILFXOW��SDUWLFXODUO\�IRU�VPDOO�IDUPHUV���7KH

5HYLHZ·V�SULQFLSOHV�ZRXOG�H[HPSW�WKHVH�DVVHWV�IURP�\HDU�HQG�WD[�YDOXDWLRQ�

&RQVLGHUDEO\�PRUH�GLVWRUWLRQDU\��KRZHYHU��LV�WKH�FXUUHQW�WUHDWPHQW�RI�WKH�FRVWV

RI�HVWDEOLVKLQJ�DQG�GHYHORSLQJ�VWDQGLQJ�WLPEHU�³�EHFDXVH�LPPHGLDWH

GHGXFWLRQV�DUH�JUDQWHG�HYHQ�WKRXJK�D�ORQJ�WHUP�DSSUHFLDWLQJ�DVVHW�LV�FUHDWHG�DV

D�UHVXOW���,Q�SULQFLSOH��WKH�FRVW�RI�HVWDEOLVKLQJ�DQG�GHYHORSLQJ�SODQWDWLRQ�WLPEHU

VKRXOG�EH�FDSLWDOLVHG�XQWLO�WKH�SODQWDWLRQ�LV�KDUYHVWHG�

$OWKRXJK�WKDW�ZRXOG�EH�WKH�RXWFRPH�XQGHU�WKH�FDVKIORZ�WD[�YDOXH�DSSURDFK�

WKH�UHVXOWDQW�ORZHU�DIWHU�WD[�UHWXUQV�ZRXOG�EH�OLNHO\�WR�UHGXFH�LQYHVWPHQW�LQ

IRUHVWU\��ZLWK�XQGHVLUDEOH�HQYLURQPHQWDO�FRQVHTXHQFHV���7KH�5HYLHZ�QRWHV�WKDW

GHQ\LQJ�LPPHGLDWH�GHGXFWLRQV�IRU�WKH�HVWDEOLVKPHQW�FRVWV�RI�SODQWDWLRQ�WLPEHU

ZRXOG�EH�LQFRQVLVWHQW�ZLWK�WKH�H[LVWLQJ�SROLF\�RI�HQFRXUDJLQJ�SODQWLQJ�RI

WUHHV�³�LPSRUWDQW�EHFDXVH�RI�WKH�DVVRFLDWHG�HQYLURQPHQWDO�EHQHILWV�

,Q�YLHZ�RI�WKH�H[LVWLQJ�SROLF\��DQG�FRQVLVWHQW�ZLWK�WKH�SROLF\�EDVHG�SULQFLSOH

IRU�H[HPSWLRQ��WKH�5HYLHZ�LV�QRW�UHFRPPHQGLQJ�D�FKDQJH�WR�WKH�FXUUHQW

WUHDWPHQW�RI�DOORZLQJ�LPPHGLDWH�GHGXFWLRQV�IRU�SODQWDWLRQ�HVWDEOLVKPHQW�FRVWV

RWKHU�WKDQ�WR�WKH�H[WHQW�RI�DQ\�SUHSD\PHQWV�LQ�DFFRUGDQFH�ZLWK

5HFRPPHQGDWLRQ�����LL��

7KH�5HYLHZ�QRWHV��QHYHUWKHOHVV��WKDW�WKH�FXUUHQW�WUHDWPHQW�KDV�HQFRXUDJHG

VRPH�HQG�RI�\HDU�WD[�PLQLPLVDWLRQ�VFKHPHV���6RPH�RI�WKH�VWUXFWXUDO

LPSURYHPHQWV�WR�WKH�ODZ�UHFRPPHQGHG�E\�WKH�5HYLHZ�VKRXOG�DGGUHVV��IRU�WKH

PRVW�SDUW��WKH�DJJUHVVLYH�IHDWXUHV�RI�WD[�PLQLPLVDWLRQ�VFKHPHV�³�VHH�WKH

GLVFXVVLRQ�XQGHU�5HFRPPHQGDWLRQ�����



Section 4:  Core concepts and principles

A Tax System Redesigned 167

Work in progress of service providers

8QGHU�WKH�FXUUHQW�ODZ��SURYLGHUV�RI�VHUYLFHV�IRU�D�IHH��VXFK�DV�SURIHVVLRQDOV�

EXLOGLQJ�FRQWUDFWRUV��WUDGHVPHQ�DQG�WKH�OLNH��DUH�QRW�UHTXLUHG�WR�YDOXH�WKHLU

ZRUN�LQ�SURJUHVV�DW�\HDU�HQG�WR�WKH�H[WHQW�WKDW�WKH\�DUH�QRW�HQWLWOHG�WR�ELOO�IRU

WKDW�ZRUN���*HQHUDOO\��WKDW�LV�QRW�SDUWLFXODUO\�GLVWRUWLRQDU\�DV�PRVW�VHUYLFH

FRQWUDFWV�WHQG�WR�EH�RI�D�VKRUW�WHUP�QDWXUH��VR�WKH�LQFRPH�GHIHUUDO�LV�VKRUW�

,QGHHG��WKH�ORQJHU�WKH�FRQWUDFW��WKH�PRUH�OLNHO\�WKDW�WKH�FRQWUDFW�ZRXOG�EH

VXEMHFW�WR�SHULRGLF�SD\PHQWV�

:RUN�LQ�SURJUHVV�RI�WKDW�QDWXUH�FDQ�EH�GLIILFXOW�WR�YDOXH�DQG�WR�UHTXLUH

WD[SD\HUV�WR�GR�VR�FRXOG�LPSRVH�FRQVLGHUDEOH�FRPSOLDQFH�FRVWV���+RZHYHU�

SURYLGLQJ�D�FRPSOHWH�H[FOXVLRQ�IRU�VXFK�DVVHWV�ZRXOG�QRW�EH�DSSURSULDWH�DV�LW

FRXOG�HQFRXUDJH�WD[SD\HUV�WR�HQWHU�LQWR�ORQJ�WHUP�DUUDQJHPHQWV�IRU�WKH

SURYLVLRQ�RI�VHUYLFHV�RQ�D�GHIHUUHG�SD\PHQWV�EDVLV���7KHUHIRUH��DQ�H[FOXVLRQ

ZLOO�RQO\�DSSO\�LI�WKH�ZRUN�FDQ�UHDVRQDEO\�EH�H[SHFWHG�WR�EH�ELOOHG�ZLWKLQ

���PRQWKV�

Mining and quarrying exploration and prospecting expenditure

$SSO\LQJ�WKH�UHFRPPHQGHG�WUHDWPHQW�RI�H[SHQGLWXUH�DQG�DVVHWV�ZLWKRXW

UHFRJQLVLQJ�WKH�YDOXDWLRQ�GLIILFXOWLHV�DVVRFLDWHG�ZLWK�WKH�UHVXOWV�RI�H[SORUDWLRQ

DQG�SURVSHFWLQJ�H[SHQGLWXUH�ZRXOG�PHDQ�WKDW�WKH�WD[�WUHDWPHQW�RI�WKLV

H[SHQGLWXUH�ZRXOG�GHSHQG�RQ�WKH�UHVXOWV�RI�WKH�H[SORUDWLRQ�RU�SURVSHFWLQJ

DFWLYLW\���8QVXFFHVVIXO�H[SHQGLWXUH�ZRXOG�EH�GHGXFWLEOH�DW�WKH�WLPH�WKH�DFWLYLW\

ZDV�DEDQGRQHG��ZKLOH�VXFFHVVIXO�H[SHQGLWXUH�ZRXOG�HQWHU�WKH�FRVW�EDVH�RI�WKH

SURMHFW���7KDW�LV�WKH�DFFRXQWLQJ�DSSURDFK�

,W�KDV�EHHQ�D�ORQJVWDQGLQJ�IHDWXUH�RI�WKH�FXUUHQW�ODZ�WR�DOORZ�DQ�LPPHGLDWH

GHGXFWLRQ�IRU�H[SORUDWLRQ�DQG�SURVSHFWLQJ�H[SHQGLWXUH���$OORZLQJ�FRQWLQXDWLRQ

RI�LPPHGLDWH�GHGXFWLELOLW\�LV�MXVWLILHG�RQ�WKH�EDVLV�WKDW�WKH�YDOXH�RI�WKH

DVVRFLDWHG�DVVHW�FDQQRW�EH�UHOLDEO\�PHDVXUHG�

Assets produced by expenditure on advertising

0RVW�DGYHUWLVLQJ�H[SHQGLWXUH�LV�GHGXFWLEOH�LPPHGLDWHO\�XQGHU�WKH�FXUUHQW�ODZ�

7KH�IROORZLQJ�DUH�H[FHSWLRQV�WR�WKDW�JHQHUDO�UXOH�

� :KHUH�WKH�H[SHQGLWXUH�LV�IRU�WKH�DFTXLVLWLRQ�RI��RU�LPSURYHPHQW�WR��DQ�DVVHW

XVHG�IRU�DGYHUWLVLQJ�SXUSRVHV�³�IRU�H[DPSOH��DQ�DGYHUWLVLQJ�VLJQ�RU

KRDUGLQJ���,Q�VXFK�FDVHV��WKH�DVVHW�ZRXOG�EH�GHSUHFLDEOH�

� 3UHSD\PHQWV�RI�VHUYLFHV�WR�EH�UHQGHUHG�E\�DQRWKHU�SHUVRQ�ZKHUH�WKH�VHUYLFH

ZLOO�QRW�EH�FRPSOHWHG�ZLWKLQ�D�SHULRG�RI����PRQWKV���,Q�WKDW�FDVH��WKH

H[SHQGLWXUH�LV�GHGXFWLEOH�RYHU�WKH�SHULRG�RI�WLPH�GXULQJ�ZKLFK�WKH�VHUYLFH�LV

WR�EH�UHQGHUHG�
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,Q�PDQ\�VLWXDWLRQV�DGYHUWLVLQJ�H[SHQGLWXUH�PD\�SURYLGH�WKH�GXDO�EHQHILW�RI

HQKDQFLQJ�ERWK�LPPHGLDWH�VDOHV�DQG�WKH�YDOXH�RI�IXWXUH�VDOHV�RU�JRRGZLOO���,Q

SUDFWLFH��LW�ZRXOG�EH�H[WUHPHO\�GLIILFXOW�WR�GHWHUPLQH�WKH�H[WHQW�WR�ZKLFK

H[SHQGLWXUH�RQ�DGYHUWLVLQJ�WKDW�KDV�EHHQ�¶SXW�WR�DLU·�UHVXOWV�LQ�RQJRLQJ�EHQHILWV

EH\RQG�WKH�SHULRG�LQ�ZKLFK�WKH�DGYHUWLVLQJ�RFFXUV�

7KH�5HYLHZ�WKHUHIRUH�EHOLHYHV�WKDW��FRQVLVWHQW�ZLWK�DFFRXQWLQJ�SUDFWLFH��WKHUH

VKRXOG�EH�QR�DWWHPSW�WR�UHFRJQLVH�WKH�YDOXH�RI�DQ�DVVHW�IRU�WD[�SXUSRVHV�LQ

UHVSHFW�RI�WKH�HQG�EHQHILWV�IORZLQJ�IURP�DGYHUWLVLQJ���+RZHYHU��FRQVLVWHQW

ZLWK�WKH�WUHDWPHQW�RI�H[SHQGLWXUH�DQG�WKH�SURSRVHG�UHPRYDO�RI�WKH����PRQWKV

SUHSD\PHQWV�UXOH��VHH�5HFRPPHQGDWLRQV�����DQG�������DVVHWV�ZLOO�EH�UHFRJQLVHG

ZKHUH�H[SHQGLWXUH�UHODWHV�WR�

� WKH�FRVW�RI�D�GHSUHFLDEOH�DVVHW�XVHG�IRU�WKH�SXUSRVH�RI�DGYHUWLVLQJ��VXFK�DV

DQ�DGYHUWLVLQJ�VLJQ��RU

� DQ�DGYHUWLVLQJ�VHUYLFH�RU�SURGXFW�WR�EH�SURYLGHG�RU�GHYHORSHG��DW�OHDVW

SDUWO\��DIWHU�WKH�HQG�RI�WKH�\HDU��VXFK�DV�D�VHULHV�RI�WHOHYLVLRQ�DGYHUWLVHPHQWV�

Assets and liabilities receiving
a tax value determination

Recommendation
4.4 Determining tax values for individual taxpayers

7KDW�LQGLYLGXDO�WD[SD\HUV�EH�UHTXLUHG�WR�GHWHUPLQH�WD[�YDOXHV�IRU�WKH

IROORZLQJ�DVVHWV�DQG�OLDELOLWLHV�

�L� GHSUHFLDEOH�DVVHWV�VXEMHFW�WR�ZULWH�RII�IRU�WD[DWLRQ�SXUSRVHV�

�LL� DOO�DVVHWV�DQG�OLDELOLWLHV��LQFOXGLQJ�SUHSD\PHQWV��UHODWLQJ�WR

SDUWLFLSDWLRQ�LQ�D�SURMHFW�RU�DUUDQJHPHQW��PDQDJHG�E\�DQRWKHU

SHUVRQ�RU�HQWLW\��LQ�ZKLFK�D�QXPEHU�RI�WD[SD\HUV�LQGLYLGXDOO\

SDUWLFLSDWH�

�LLL� SUHSD\PHQWV�ZKHUH�WKH�SD\PHQW�UHODWHV�WR�WKH�SURYLVLRQ�RI�VHUYLFHV

RU�SURGXFWV�RYHU�D�SHULRG�

� H[FHHGLQJ�WZHOYH�PRQWKV��RU

� HQGLQJ�DIWHU�WKH�QH[W�LQFRPH�\HDU�

�LY� DVVHWV�LQ�ZKLFK�D�JDLQ�RU�ORVV�LV�WD[HG�RQ�UHDOLVDWLRQ�
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�Y� ILQDQFLDO�DVVHWV�DQG�OLDELOLWLHV�WKDW�ZRXOG�EH�WD[HG�RQ�DQ�DFFUXDOV

EDVLV�LQ�DFFRUGDQFH�ZLWK�5HFRPPHQGDWLRQ�����DQG�WKDW�KDYH�D

WHUP�RI�RQH�\HDU�RU�PRUH�ZKHUH�WKH�UDWH�RI�UHWXUQ�DSSOLFDEOH�WR�DQ\

HIIHFWLYH�GLVFRXQW�RU�SUHPLXP�LV�PRUH�WKDQ���SHU�FHQW�SHU�DQQXP�

FRPSRXQGHG�DQQXDOO\�

�YL� ILQDQFLDO�DVVHWV�DQG�OLDELOLWLHV�VXEMHFW�WR�PDUNHW�YDOXH�HOHFWLRQ�LQ

DFFRUGDQFH�ZLWK�5HFRPPHQGDWLRQ�����

�YLL� QRQ�URXWLQH�OHDVHV�DQG�ULJKWV��VHH�5HFRPPHQGDWLRQV������WR��������

�YLLL� WUDGLQJ�VWRFN�DV�VSHFLILHG�LQ�5HFRPPHQGDWLRQ������UHODWLQJ�WR

VPDOO�EXVLQHVV�WD[SD\HUV��DQG

�L[� EXVLQHVV�DVVHWV�DQG�OLDELOLWLHV�RI�VPDOO�EXVLQHVV�WD[SD\HUV�ZKR�GR

QRW�HOHFW�WR�XVH�WKH�VLPSOLILHG�WD[�V\VWHP�LQ�DFFRUGDQFH�ZLWK

5HFRPPHQGDWLRQ������

Cash basis accounting for individuals

8QGHU�WKH�FXUUHQW�ODZ��D�FDVK�EDVLV�RI�DFFRXQWLQJ�KDV�EHHQ�DSSOLHG�IRU�LQFRPH

GHULYHG�E\�LQGLYLGXDOV�SULPDULO\�LQ�UHFHLSW�RI�HPSOR\PHQW�UHODWHG�LQFRPH

DQG�RU�RUGLQDU\�LQWHUHVW�DQG�GLYLGHQGV�

8QGHU�WKH�FDVKIORZ�WD[�YDOXH�DSSURDFK��WKH�FKDQJH�LQ�WD[�YDOXH�RI�VRPH�DVVHWV

DQG�OLDELOLWLHV�ZRXOG�KDYH�WR�EH�WDNHQ�LQWR�DFFRXQW�E\�VRPH�VXFK�LQGLYLGXDOV

XQOHVV�VSHFLILFDOO\�H[FOXGHG���7KH�5HYLHZ�FRQVLGHUV�WKDW�LQGLYLGXDO�WD[SD\HUV

VKRXOG�FRQWLQXH�WR�EH�WD[HG�RQ�D�FDVK�EDVLV�DV�D�JHQHUDO�UXOH���6RPH�DVVHWV�DQG

OLDELOLWLHV�ZLOO�EH�YDOXHG�IRU�WD[�SXUSRVHV�DQG�WKHVH�DUH�VSHFLILFDOO\�OLVWHG�

Prepayments

,Q�WKH�FDVH�RI�SUHSD\PHQWV��WKHUH�ZLOO�EH�QR�UHTXLUHPHQW�WR�JHQHUDOO\�YDOXH

VXFK�DVVHWV�SURYLGHG�WKH�SD\PHQW�GRHV�QRW�UHODWH�WR�WKH�SURYLVLRQ�RI�VHUYLFHV

RU�SURGXFWV�RYHU�PRUH�WKDQ����PRQWKV�DQG�WKH�SD\PHQW�GRHV�QRW�UHODWH�WR�D

SHULRG�ZKLFK�HQGV�EH\RQG�WKH�QH[W�LQFRPH�\HDU���7\SLFDO�SUHSD\PHQWV�ZKLFK

ZLOO�EH�FRYHUHG�E\�WKLV����PRQWK�UXOH�DUH�DQQXDO�VXEVFULSWLRQV�WR�SURIHVVLRQDO

RU�WUDGH�DVVRFLDWLRQV�DQG�IRU�PDJD]LQHV�DQG�MRXUQDOV���7KLV�PHDVXUH�HQVXUHV�

IRU�H[DPSOH��WKDW�SD\PHQWV�PDGH�LQ�-XQH�WR�FRYHU�VHUYLFHV�RYHU�WKH�IROORZLQJ

\HDU�RI�LQFRPH�ZLOO�FRQWLQXH�WR�EH�GHGXFWLEOH�LQ�WKH�\HDU�RI�SD\PHQW�

Tax shelter arrangements

$Q�H[FHSWLRQ�WR�WKH����PRQWK�SUHSD\PHQW�UXOH�ZLOO�DSSO\�WR�DGYDQFH

H[SHQGLWXUH�LQFXUUHG��¶SUHSD\PHQWV·��LQ�UHVSHFW�RI�SDUWLFLSDWLRQ�RU�LQYHVWPHQW

LQ�DUUDQJHPHQWV�RU�SURMHFWV�VRPHWLPHV�UHIHUUHG�WR�DV�¶WD[�VKHOWHU�VFKHPHV·�

7KH�W\SH�RI�DUUDQJHPHQWV�LQWHQGHG�WR�EH�FRYHUHG�LQFOXGH�WKRVH�WKDW�DUH�WKH

VXEMHFW�RI�SURGXFW�UXOLQJV�LVVXHG�E\�WKH�$XVWUDOLDQ�7D[DWLRQ�2IILFH�
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7KHVH�W\SHV�RI�DUUDQJHPHQWV�JHQHUDOO\�LQYROYH�SDUWLFLSDQWV�LQFXUULQJ

H[SHQGLWXUH�WRZDUGV�WKH�HQG�RI�DQ�LQFRPH�\HDU�LQ�UHVSHFW�RI�VHUYLFHV�WR�EH

SURYLGHG�RYHU�WKH�IROORZLQJ�\HDU���,QFRPH�IURP�VXFK�DUUDQJHPHQWV�LV�QRW

XVXDOO\�GHULYHG��LI�DW�DOO��IRU�D�QXPEHU�RI�\HDUV���,Q�VRPH�FDVHV��H[SHQGLWXUH�LV

SDUWO\�ILQDQFHG�E\�QRQ�UHFRXUVH�ORDQV���ZKLFK�PHDQV�WKH�LQYHVWRU�LV�RQO\

OLDEOH�WR�UHSD\�WKH�ORDQ�IURP��DQG�WR�WKH�H[WHQW�RI��DQ\�SURFHHGV�IURP�WKH�VDOH

RI�WKH�SURGXFW�RI�WKH�XQGHUO\LQJ�DVVHW�

%URDGO\�VSHDNLQJ��XQGHU�WKH�FXUUHQW�ODZ�WKHVH�SUHSD\PHQWV�RI�XS�WR����PRQWKV

DUH�LPPHGLDWHO\�GHGXFWLEOH�LI�WKH\�DUH�QRW�FKDUDFWHULVHG�DV�FDSLWDO�H[SHQGLWXUH

DQG�SURYLGHG�WKH�JHQHUDO�DQWL�DYRLGDQFH�SURYLVLRQV�GR�QRW�DSSO\���7KH�FXUUHQW

WUHDWPHQW�RI�LPPHGLDWH�GHGXFWLELOLW\�DQG�GHOD\HG�LQFRPH�KDV�HQFRXUDJHG�VRPH

HQG�RI�\HDU�WD[�PLQLPLVDWLRQ�VFKHPHV�

8QGHU�WKH�5HYLHZ·V�UHFRPPHQGHG�WUHDWPHQW�RI�H[SHQGLWXUH�DQG�DVVHWV��VRPH

H[SHQGLWXUH��LQFOXGLQJ�SUHSDLG�H[SHQVHV��LQ�UHVSHFW�RI�WKHVH�W\SHV�RI

LQYHVWPHQW�DUUDQJHPHQWV�ZLOO�JLYH�ULVH�WR�DQ�DVVHW��IRU�H[DPSOH��D�JUDSHYLQH���,Q

VXFK�FDVHV��WKH�H[SHQGLWXUH�ZLOO�EH�LQFOXGHG�LQ�WKH�WD[�YDOXH�RI�WKH�DVVHW�DQG�EH

ZULWWHQ�RII�LQ�DFFRUGDQFH�ZLWK�WKH�ZULWH�RII�UXOHV�IRU�WKH�UHOHYDQW�FODVV�RI�DVVHW�

:KHWKHU�H[SHQGLWXUH�JLYHV�ULVH�WR�DQ�DVVHW�RQ�KDQG�DW�\HDU�HQG�ZLOO�GHSHQG�RQ

WKH�IDFWV�LQ�HDFK�FDVH���7KH�5HYLHZ�EHOLHYHV�WKDW�VXFK�DVVHWV�VKRXOG�EH�EURXJKW

WR�DFFRXQW�E\�LQGLYLGXDO�WD[SD\HUV���6LPLODUO\��ZKHUH�H[SHQGLWXUH�VXFK�DV

PDQDJHPHQW�IHHV�UHODWLQJ�WR�WKHVH�LQYHVWPHQW�DUUDQJHPHQWV�LV�SUHSDLG��WKH

SUHSD\PHQW�VKRXOG�EH�DOORFDWHG�RYHU�WKH�LQFRPH�\HDUV�WR�ZKLFK�WKH�SD\PHQW

UHODWHV��5HFRPPHQGDWLRQ������

7KH�H[FHSWLRQ�WR�WKH����PRQWK�UXOH�IRU�SUHSD\PHQWV�UHODWLQJ�WR�WKHVH

DUUDQJHPHQWV�RU�SURMHFWV�ZLOO�DIIHFW�WKH�WUHDWPHQW�RI�PDQDJHPHQW�IHHV�SDLG�DW

WKH�HQG�RI�WKH�LQFRPH�\HDU�IRU�VHUYLFHV�WR�EH�SURYLGHG�LQ�WKH�IROORZLQJ�\HDU�

7KH�ZULWH�RII�RI�WKH�H[SHQGLWXUH�IRU�WD[�SXUSRVHV�ZLOO�EH�DOORZHG�LQ�WKH

IROORZLQJ�\HDU�

:KHUH�QRQ�UHFRXUVH�IXQGLQJ�UHVXOWV�LQ�H[SHQGLWXUH�RQ�WKH�LQYHVWPHQW�VFKHPH

JUHDWHU�WKDQ�LGHQWLILDEOH�SURMHFW�UHODWHG�FRVWV��VXFK�DV�PDQDJHPHQW�IHHV�RU

GHYHORSPHQW�FRVWV��WKH�H[FHVV�ZRXOG�DSSHDU�WR�UHODWH�WR�DQ�DVVHW�UHIOHFWLQJ�WKH

IXWXUH�EHQHILWV�IURP�WKH�SURMHFW���7KDW�DVVHW�ZRXOG�QRW�DWWUDFW�XS�IURQW

GHGXFWLRQ���,W�ZRXOG�IDOO�LQ�YDOXH�WR�]HUR�LI�QR�IXWXUH�EHQHILWV�ZHUH��LQ�WKH

HYHQW��UHDOLVHG���,I��LQ�WKDW�HYHQW��WKH�DVVRFLDWHG�SDUW�RI�WKH�QRQ�UHFRXUVH�ORDQ

ZHUH�DOVR�IRUJLYHQ�WKHUH�ZRXOG�EH�QR�QHW�WD[�HIIHFW�XQGHU�WKH�UHFRPPHQGHG

WUHDWPHQW�RI�DVVHWV�DQG�OLDELOLWLHV��DQG�XQGHU�WKH�PDWFKLQJ�DUUDQJHPHQWV

LQYROYLQJ�GHEW�IRUJLYHQHVV�LQ�5HFRPPHQGDWLRQ������

7KH�VWUXFWXUDO�LPSURYHPHQWV�WR�WKH�ODZ�UHFRPPHQGHG�E\�WKH�5HYLHZ�³

LQFOXGLQJ�WKH�WUHDWPHQW�RI�SUHSD\PHQWV�³�VKRXOG�DGGUHVV��IRU�WKH�PRVW�SDUW�

WKH�NH\�IHDWXUHV�RI�WKH�WD[�PLQLPLVDWLRQ�VFKHPHV�
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Financial assets and liabilities

,QGLYLGXDOV�ZLOO�QRW�EH�VXEMHFW�WR�DFFUXDOV�WD[DWLRQ�XQOHVV�WKH�ILQDQFLDO�DVVHW�RU

OLDELOLW\�SURYLGHV�VLJQLILFDQW�WD[�GHIHUUDO�RSSRUWXQLWLHV���7KHVH�RSSRUWXQLWLHV

ZLOO�H[LVW�ZKHUH��WR�WDNH�WKH�H[DPSOH�RI�D�ILQDQFLDO�DVVHW�WKDW�ZRXOG�EH�WD[HG�RQ

DQ�DFFUXDOV�EDVLV�LQ�DFFRUGDQFH�ZLWK�5HFRPPHQGDWLRQ������WKH�DVVHW�KDV�D�WHUP

RI�RQH�\HDU�RU�PRUH��DQG�WKH�UHWXUQ�DSSOLFDEOH�WR�DQ\�HIIHFWLYH�GLVFRXQW�LV�PRUH

WKDQ���SHU�FHQW�SHU�DQQXP��FRPSRXQGHG�DQQXDOO\���$�VLPLODU�DFFUXDO

UHTXLUHPHQW�XQGHU�WKH�H[LVWLQJ�WD[�ODZ�DOVR�DSSOLHV�WR�LQGLYLGXDOV���,W�PHDQV

WKDW��IRU�H[DPSOH��LI�WKH�DQQXDO�UHWXUQ�LV�ZKROO\�SDLG�RXW�GXULQJ�WKH�LQFRPH

\HDU��DQ�LQGLYLGXDO�GRHV�QRW�KDYH�WR�DSSO\�DFFUXDOV�WUHDWPHQW�WR�D�ORDQ�

7KH�H[SUHVVLRQ�¶HIIHFWLYH�GLVFRXQW�RU�SUHPLXP·�ZLOO�FRYHU�GHIHUUHG�LQWHUHVW�DQG

VLPLODU�VLWXDWLRQV��IRU�H[DPSOH��ZKHUH�WKH�FDSLWDO�LV�LQGH[HG�WR�LQIODWLRQ��

6XEMHFW�WR�WKH���SHU�FHQW�DQG�RQH�\HDU�WKUHVKROGV��WKH�DFFUXDOV�UXOH�ZLOO�FRYHU

V\QWKHWLF�GHEW�DUUDQJHPHQWV��VHH�5HFRPPHQGDWLRQ������

Recommendation
4.5 Determining tax values for small business

7KDW�HOLJLEOH�WD[SD\HUV�RSHUDWLQJ�VPDOO�EXVLQHVVHV�ZKR�HOHFW�WR�XVH�WKH

VLPSOLILHG�WD[�V\VWHP�LQ�DFFRUGDQFH�ZLWK�5HFRPPHQGDWLRQ������EH

UHTXLUHG�WR�GHWHUPLQH�WD[�YDOXHV�IRU�WKRVH�DVVHWV�DQG�OLDELOLWLHV�DV

VSHFLILHG�LQ�5HFRPPHQGDWLRQ������

Simplified tax system for small business

7KH�5HYLHZ�LV�UHFRPPHQGLQJ�D�VLPSOLILHG�RSWLRQDO�WUHDWPHQW�IRU�WD[SD\HUV

RSHUDWLQJ�VPDOO�EXVLQHVVHV���7KH�VLPSOLILHG�WD[�V\VWHP�ZLOO�LQYROYH�WKH

H[FOXVLRQ�RI�FHUWDLQ�DVVHWV�DQG�OLDELOLWLHV�IURP�\HDU�HQG�WD[�YDOXDWLRQ��VHH

5HFRPPHQGDWLRQ�������

Recommendation
4.6 Prepayments

Repeal of 13-month rule

�D� 7KDW�WKH�H[LVWLQJ�SURYLVLRQ�DOORZLQJ�LPPHGLDWH�GHGXFWLRQ�IRU

DGYDQFH�H[SHQGLWXUH�UHODWLQJ�WR�WKH�SURYLVLRQ�RI�VHUYLFHV�ZLWKLQ

���PRQWKV�EH�UHPRYHG�IURP���-XO\������
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Apportionment principle

�E� 7KDW��IRU�WD[SD\HUV�RQ�ERWK�VLGHV�RI�WKH�WUDQVDFWLRQ��DGYDQFH

H[SHQGLWXUH�LQFXUUHG��¶SUHSD\PHQWV·��EH�DOORFDWHG�RYHU�WKH�LQFRPH

\HDUV�WR�ZKLFK�WKH�H[SHQGLWXUH�UHODWHV�

New 12-month rule for taxpayers accounting on cash bases

�F� 7KDW�PRVW�SUHSD\PHQWV�RI�QR�PRUH�WKDQ����PRQWKV�EH�EURXJKW�WR

DFFRXQW�LQ�WKH�\HDU�RI�SD\PHQW�RU�UHFHLSW�IRU�WD[SD\HUV�FDOFXODWLQJ

WD[DEOH�LQFRPH�XVLQJ�

�L� D�FDVK�EDVLV�WUHDWPHQW��5HFRPPHQGDWLRQ�������RU

�LL� WKH�VLPSOLILHG�WD[�V\VWHP��5HFRPPHQGDWLRQ�������

Transitional arrangements

�G� 7KDW��EHFDXVH�RI�WKH�FKDQJHV�WR�H[LVWLQJ�WUHDWPHQW��WD[SD\HUV�EH

DOORZHG�WR�EULQJ�WKH�LQLWLDO�WD[�YDOXH�RI�SUHSD\PHQWV��FXUUHQWO\

GHGXFWHG�DV�LQ�SDUDJUDSK��D���WR�DFFRXQW�HYHQO\�RYHU�ILYH�\HDUV��

H[FHSW�WKRVH�SUHSD\PHQWV�UHODWLQJ�WR�SURMHFWV�RU�DUUDQJHPHQWV

UHIHUUHG�WR�DW�5HFRPPHQGDWLRQV�����LL��DQG������

�H� 7KDW��WR�SUHYHQW�H[SORLWDWLRQ�RI�WKH�WUDQVLWLRQDO�DUUDQJHPHQW�LQ

SDUDJUDSK��G���WKH�LQLWLDO�WD[�YDOXH�RI�SUHSD\PHQWV�WR�EH�EURXJKW�WR

DFFRXQW�RYHU�ILYH�\HDUV�EH�OLPLWHG�WR�WKH�OHVVHU�RI�

�L� WKH�SUHSD\PHQWV�LQFXUUHG�LQ�WKH���������\HDU��RU

�LL� ����SHU�FHQW�RI�WKH�DPRXQW�RI�SUHSD\PHQWV�LQFXUUHG�LQ�WKH

����������\HDU�

8QGHU�WKH�H[LVWLQJ�ODZ�DQ�LPPHGLDWH�GHGXFWLRQ�LV�DOORZHG�IRU�DGYDQFH

H[SHQGLWXUH�LQFXUUHG��¶SUHSD\PHQWV·��UHODWLQJ�WR�WKH�SURYLVLRQ�RI�VHUYLFHV�WR�EH

UHQGHUHG�ZLWKLQ����PRQWKV���7KLV����PRQWK�UXOH�IRU�SUHSD\PHQWV�DOORZV�DQ

LQDSSURSULDWH�EULQJLQJ�IRUZDUG�RI�DQQXDO�GHGXFWLRQV�DQG�LV�LQFRQVLVWHQW�ZLWK

WKH�DFFRXQWLQJ�SUDFWLFH�RI�EULQJLQJ�SUHSD\PHQWV�WR�DFFRXQW�DV�DVVHWV�DW

\HDU�HQG���%HFDXVH�RI�LWV�WD[�GHIHUUDO�DGYDQWDJHV��WKH�UXOH�KDV�EHHQ�XVHG�E\

VRPH�WD[SD\HUV�DV�D�NH\�IHDWXUH�RI�D�QXPEHU�RI�VFKHPHV�DQG�DUUDQJHPHQWV�WR

DYRLG�WD[�

7KH�FXUUHQW�WUHDWPHQW�RI�DOORZLQJ�LPPHGLDWH�GHGXFWLELOLW\�IRU�SUHSD\PHQWV

SURYLGHV�LQFRQVLVWHQW�WUHDWPHQW�EHWZHHQ�SD\HUV�DQG�SD\HHV���$V�D�JHQHUDO�UXOH�

D�SUHSD\PHQW�LV�QRW�LQFOXGHG�LQ�WKH�LQFRPH�RI�WKH�WD[SD\HU�LQ�UHFHLSW�RI�WKH

SD\PHQW�XQWLO�WKH�VHUYLFHV�WR�ZKLFK�WKH�SD\PHQW�UHODWHV�KDYH�EHHQ�SURYLGHG�

,Q�RWKHU�ZRUGV��LQFRPH�LV�QRW�GHULYHG�XQWLO�LW�KDV�EHHQ�HDUQHG�

7KH�5HYLHZ·V�UHFRPPHQGDWLRQ�ZLOO�HQVXUH�FRQVLVWHQW�WUHDWPHQW�IRU�ERWK�WKH

SD\PHQWV�DQG�UHFHLSWV���&RQVLVWHQW�ZLWK�DFFRXQWLQJ��WKH�WD[�YDOXH�RI
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SUHSD\PHQWV�DW�WKH�HQG�RI�WKH�\HDU�ZLOO�EH�EURXJKW�WR�DFFRXQW�DV�DQ�DVVHW�LQ�WKH

FDOFXODWLRQ�RI�WD[DEOH�LQFRPH���7KH�WD[�YDOXH�RI�WKH�VHUYLFHV�WR�EH�SURYLGHG

DIWHU�WKH�HQG�RI�WKH�\HDU�ZLOO�EH�EURXJKW�WR�DFFRXQW�DV�D�OLDELOLW\�E\�WKH�WD[SD\HU

UHFHLYLQJ�WKH�SUHSD\PHQW�

,Q�WKH�FDVH�RI�LQGLYLGXDOV��DQG�VPDOO�EXVLQHVV�WD[SD\HUV�ZKR�HOHFW�IRU�WKH

VLPSOLILHG�WD[�V\VWHP�WUHDWPHQW��PRVW�SUHSDLG�H[SHQVHV�ZLOO�RQO\�EH�WUHDWHG�DV

DQ�DVVHW�DW�\HDU�HQG�LI�WKH�SUHSD\PHQW�UHODWHV�WR�WKH�SURYLVLRQ�RI�VHUYLFHV�RU

SURGXFWV�RYHU�PRUH�WKDQ����PRQWKV�RU�H[WHQGV�EH\RQG�WKH�HQG�RI�WKH�QH[W

\HDU�RI�LQFRPH��VHH�5HFRPPHQGDWLRQV�����DQG���������7KH�H[LVWLQJ����PRQWK

UXOH�LV�QRW�DSSURSULDWH�EHFDXVH�LW�DOORZV�WKH�SRWHQWLDO�IRU�LPPHGLDWH

GHGXFWLELOLW\�IRU�H[SHQVHV�UHODWLQJ�WR�VHUYLFHV�WR�EH�SURYLGHG�LQ�WKUHH�LQFRPH

\HDUV�

Transitional arrangements

%HFDXVH�RI�WKH�SRWHQWLDOO\�VLJQLILFDQW�ILUVW�\HDU�UHYHQXH�LPSDFW�RQ�VRPH

WD[SD\HUV�LQ�KDYLQJ�WR�DFFRXQW�IRU�SUHSD\PHQWV�DV�DQ�DVVHW��WKH�5HYLHZ�LV

UHFRPPHQGLQJ�D�ILYH�\HDU�WUDQVLWLRQDO�UXOH�LQ�PRVW�FDVHV���7KLV�PHDQV�WKDW

WD[SD\HUV�ZLOO�EH�DOORZHG�WR�EULQJ�WKH�WD[�YDOXH�RI�WKH�DVVHW�DW����-XQH�����

HYHQO\�WR�DFFRXQW�RYHU�ILYH�\HDUV�

7KH�5HYLHZ�EHOLHYHV��KRZHYHU��WKDW�WKH�ILYH�\HDU�WUDQVLWLRQDO�UXOH�LV�QRW

ZDUUDQWHG�IRU�SUHSD\PHQWV�LQ�UHVSHFW�RI�WKH�WD[�VKHOWHU�W\SH�SURMHFWV�RU

DUUDQJHPHQWV�GLVFXVVHG�DW�5HFRPPHQGDWLRQ�����

%HFDXVH�RI�WKH�UHFRPPHQGHG�ILYH�\HDU�WUDQVLWLRQDO�PHDVXUH�FRPELQHG�ZLWK�WKH

UHGXFWLRQ�LQ�WKH�HQWLW\�UDWH�RI�WD[DWLRQ�WR����SHU�FHQW�LQ�WKH���������\HDU��VRPH

WD[SD\HUV�PLJKW�VHHN�WR�H[SORLW�WKH�WUDQVLWLRQDO�PHDVXUH�E\�LQIODWLQJ�WKH

DPRXQW�RI�SUHSD\PHQWV�LQ�WKH���������\HDU���7R�SUHYHQW�VXFK�H[SORLWDWLRQ�DQG

LWV�UHVXOWLQJ�LPSDFW�RQ�UHYHQXH��WKH�5HYLHZ�EHOLHYHV�D�IXUWKHU�WUDQVLWLRQDO

PHDVXUH�LV�ZDUUDQWHG�

7KH�UHFRPPHQGHG�PHDVXUH�ZLOO�UHVWULFW�WKH�WD[�YDOXH�RI�SUHSD\PHQWV

TXDOLI\LQJ�WR�EH�VSUHDG�RYHU�ILYH�\HDUV�WR�QR�PRUH�WKDQ�DQ�LQFUHDVH�RI

���SHU�FHQW�RYHU�WKH�DPRXQW�RI�WKH�GHGXFWLRQV�DOORZHG�IRU�SUHSD\PHQWV�LQ�WKH

����������LQFRPH�\HDU�

Recommendation
4.7 Tax values of trade debtors and creditors

7KDW��SURYLGHG�WKH�WHUPV�RI�SD\PHQW�DUH�ZLWKLQ�VL[�PRQWKV��WKH�WD[

YDOXH�RI�WUDGH�GHEWRUV�DQG�FUHGLWRUV�EH�WKH�QRPLQDO�YDOXH�RI�WKH�DPRXQW

WR�EH�UHFHLYHG�RU�SDLG�
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7D[SD\HUV�ZLOO�EH�UHTXLUHG�WR�DFFRXQW�IRU�WKH�WD[�YDOXH�RI�GHEWRUV�DQG�FUHGLWRUV

DW�\HDU�HQG�XQOHVV�WKH\�DUH�FDOFXODWLQJ�WD[DEOH�LQFRPH�XVLQJ�D�FDVK�EDVLV

WUHDWPHQW��5HFRPPHQGDWLRQ������RU�WKH�VLPSOLILHG�WD[�V\VWHP

�5HFRPPHQGDWLRQ���������7HUPV�RI�SD\PHQW�DUH�JHQHUDOO\�ZLWKLQ�VL[�PRQWKV

DQG�KHQFH�WKH�UHFRPPHQGDWLRQ�ZLOO�HQVXUH�WKDW�WKH�FXUUHQW�WUHDWPHQW�IRU

EULQJLQJ�GHEWV�WR�DFFRXQW�ZLOO�FRQWLQXH�LQ�PRVW�FDVHV�

Recommendation

4.8 Certain assets now to be valued at year-end

Valuation of specific assets

�D� 7KDW�WD[SD\HUV�EH�UHTXLUHG�WR�EULQJ�WR�DFFRXQW�WKH�\HDU�HQG�WD[

YDOXH�RI�WKH�IROORZLQJ�FODVVHV�RI�DVVHWV�

�L� QRQ�ELOODEOH�GHOLYHULHV�RI�SURGXFWV�WKDW�DUH�FDSDEOH�RI

UHDVRQDEOH�HVWLPDWLRQ��DQG

�LL� FRQVXPDEOH�VWRUHV�DQG�VSDUH�SDUWV�ZKRVH�DJJUHJDWH�WD[�YDOXH

DW�\HDU�HQG�H[FHHGV���������DQG�ZKRVH�FRVW�KDV�QRW�DOUHDG\

EHHQ�DEVRUEHG�LQWR�WKH�WD[�YDOXH�RI�RWKHU�DVVHWV�

Transitional arrangements for specific assets

�E� 7KDW��EHFDXVH�RI�WKH�FKDQJH�WR�H[LVWLQJ�WUHDWPHQW��WD[SD\HUV�EH

DOORZHG�WR�EULQJ�WKH�LQLWLDO�WD[�YDOXH�RI�WKH�DVVHWV�LQ�SDUDJUDSK��D�

WR�DFFRXQW�HYHQO\�RYHU�ILYH�\HDUV�

Assets to be brought to account for the first time

7KH�5HYLHZ�KDV�LGHQWLILHG�VRPH�DVVHWV�ZLWK�WUDGLQJ�VWRFN�FKDUDFWHULVWLFV�WKDW

WD[SD\HUV�FXUUHQWO\�GR�QRW�KDYH�WR�EULQJ�WR�DFFRXQW�DW�\HDU�HQG�HYHQ�WKRXJK

H[SHQGLWXUH�LQ�UHVSHFW�RI�WKH�DVVHW�LV�GHGXFWLEOH�ZKHQ�LQFXUUHG���7KRVH�DVVHWV

FDQ�UHSUHVHQW�D�VLJQLILFDQW�SDUW�RI�WKH�LQFRPH�EDVH�RI�VRPH�WD[SD\HUV�VR�WKHLU

FXUUHQW�WUHDWPHQW�LV�SDUWLFXODUO\�GLVWRUWLRQDU\�

Non-billable deliveries of products capable of reasonable
estimation

*HQHUDOO\��SURYLGHUV�RI�SURGXFWV�VXFK�DV�JDV�DQG�HOHFWULFLW\�DUH�QRW�HQWLWOHG�WR

ELOO�FXVWRPHUV�XQWLO�WKH\�KDYH�HVWDEOLVKHG�WKH�DFWXDO�YDOXH�RI�WKH�SURGXFW

SURYLGHG�³�WKDW�LV��XQWLO�WKH\�KDYH�UHDG�FXVWRPHUV·�PHWHUV���8QGHU�WKH�H[LVWLQJ

ODZ��WKH�YDOXH�RI�VXFK�DVVHWV��XQELOOHG�SURGXFWV��LV�QRW�WD[DEOH�XQWLO�WKH�DVVHW

PDWXUHV�LQWR�D�UHFRYHUDEOH�GHEW���7KH�YDOXH�RI�VXFK�SURGXFWV��DV�ZHOO�DV�WKH

FRVW�RI�SURYLGLQJ�WKHP��LV�FDSDEOH�RI�EHLQJ�DFFXUDWHO\�HVWLPDWHG���$FFRXQWLQJ

SULQFLSOHV�DOVR�UHTXLUH�WKDW�WKH�QRQ�ELOODEOH�SRUWLRQ�RI�GHOLYHUHG�SURGXFWV�WR�EH



Section 4:  Core concepts and principles

A Tax System Redesigned 175

EURXJKW�WR�DFFRXQW���,Q�WKLV�FDVH��WKH�WD[�WUHDWPHQW�VKRXOG�EH�FRQVLVWHQW�ZLWK

WKH�DFFRXQWLQJ�WUHDWPHQW�

Consumable stores and spare parts

$V�QRWHG�XQGHU�5HFRPPHQGDWLRQ������VWRUHV�RI�FRQVXPDEOHV�DQG�VSDUH�SDUWV

DUH�QRW�JHQHUDOO\�WUHDWHG�DV�WUDGLQJ�VWRFN�XQGHU�WKH�H[LVWLQJ�ODZ�DQG�VR�GR�QRW

KDYH�WR�EH�EURXJKW�WR�DFFRXQW�DW�\HDU�HQG���$FFRXQWLQJ�UHTXLUHV�\HDU�HQG

VWRUHV�RI�VXFK�DVVHWV�WR�EH�EURXJKW�WR�DFFRXQW�ZKHUH�DPRXQWV�DUH�PDWHULDO�

7KH�5HYLHZ�LV�UHFRPPHQGLQJ�WKDW�WD[SD\HUV�ZLOO�QRW�KDYH�WR�DFFRXQW�IRU�WKH

\HDU�HQG�VWRFNV�RI�FRQVXPDEOH�VWRUHV�DQG�VSDUH�SDUWV�ZKHUH�WKH�DJJUHJDWH�WD[

YDOXH�GRHV�QRW�H[FHHG����������5HFRPPHQGDWLRQ��������7D[SD\HUV�ZLOO�KDYH�WR

DFFRXQW�IRU�WKRVH�DVVHWV�ZKHUH�WKHLU�DJJUHJDWH�WD[�YDOXH�H[FHHGV�WKDW�OLPLW�

XQOHVV�WKH�FRVW�RI�WKH�LWHPV�KDV�DOUHDG\�EHHQ�DEVRUEHG�LQWR�WKH�WD[�YDOXH�RI

RWKHU�DVVHWV��VXFK�DV�WUDGLQJ�VWRFN�

Transitional arrangements

&RQVLVWHQW�ZLWK�5HFRPPHQGDWLRQ�����G��UHODWLQJ�WR�SUHSD\PHQWV��EHFDXVH�RI

WKH�SRWHQWLDOO\�VLJQLILFDQW�ILUVW�\HDU�UHYHQXH�LPSDFW�RQ�VRPH�WD[SD\HUV�LQ

KDYLQJ�WR�DFFRXQW�IRU�WKH�DERYHPHQWLRQHG�DVVHWV��WKH�5HYLHZ�UHFRPPHQGV�D

ILYH�\HDU�WUDQVLWLRQDO�UXOH���7KLV�PHDQV�WKDW�WD[SD\HUV�ZLOO�EH�DOORZHG�WR�EULQJ

WKH�WD[�YDOXH�RI�WKRVH�DVVHWV�DW����-XQH������HYHQO\�WR�DFFRXQW�RYHU�ILYH�\HDUV�

Recommendation

4.9 Assets and liabilities changing their character

Assets or liabilities commencing or ceasing to be
private assets or liabilities

�D� 7KDW�ZKHUH�D�WD[SD\HU�FRQWLQXHV�WR�KROG�DQ�DVVHW�RU�RZH�D�OLDELOLW\

DIWHU�LW�EHFRPHV��RU�FHDVHV�WR�EH��D�SULYDWH�DVVHW�RU�OLDELOLW\��WKDW

DVVHW�RU�OLDELOLW\�EH�EURXJKW�LQWR��RU�WDNHQ�RXW�RI��WKH�WD[�EDVH�DW�D

WD[�YDOXH�GHWHUPLQHG�E\�LWV�PDUNHW�YDOXH�DW�WKH�WLPH�

Assets commencing or ceasing to be listed assets
for capital gains and loss-quarantining treatment

�E� 7KDW�D�JDLQ�RU�ORVV�RQ�WKH�GLVSRVDO�RI�DQ�DVVHW��ZKLFK�FRPPHQFHV

RU�FHDVHV�WR�EH�D�OLVWHG�DVVHW�IRU�FDSLWDO�JDLQV�DQG

ORVV�TXDUDQWLQLQJ�WUHDWPHQW��5HFRPPHQGDWLRQ��������EH

DSSRUWLRQHG�EHWZHHQ�WKH�SHULRG�EHIRUH�DQG�DIWHU�WKH�FKDQJH�RQ�WKH

EDVLV�RI�D�WD[�YDOXH�GHWHUPLQHG�E\�WKH�PDUNHW�YDOXH�RI�WKH�DVVHW�DW

WKH�WLPH�RI�WKH�FKDQJH�
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Assets and liabilities commencing or ceasing to be private
assets

3ULYDWH�DVVHWV�KHOG�RU�OLDELOLWLHV�RZHG�E\�LQGLYLGXDOV�ZLOO�EH�H[FOXGHG�IURP�WKH

WD[�EDVH�VR�WKDW�DQ\�JDLQ�RU�ORVV�RQ�WKHLU�GLVSRVDO�ZLOO�QRW�EH�WD[HG

�5HFRPPHQGDWLRQ�������

:KHUH�D�SULYDWH�DVVHW�KHOG��RU�D�SULYDWH�OLDELOLW\�RZHG��E\�D�WD[SD\HU�EHFRPHV�D

QRQ�SULYDWH�DVVHW�RU�OLDELOLW\��WKHUH�LV�D�QHHG�WR�GHFLGH�WKH�WD[�YDOXH�RI�WKH�DVVHW

RU�OLDELOLW\�DW�WKH�WLPH�RI�WKH�FKDQJH���)RU�H[DPSOH��LI�WKH�WD[�YDOXH�RI�DQ�DVVHW

ZDV�LWV�RULJLQDO�FRVW��WKH�UHVXOWLQJ�JDLQ�RU�ORVV�RQ�WKH�HYHQWXDO�UHDOLVDWLRQ�RI�WKH

DVVHW�ZRXOG�LQFOXGH�DQ\�DFFUXHG�JDLQ�RU�ORVV�GXULQJ�WKH�SHULRG�WKH�DVVHW�ZDV

KHOG�DV�D�SULYDWH�DVVHW���7KLV�LV�DQ�LQDSSURSULDWH�RXWFRPH�

:KHUH�D�QRQ�SULYDWH�DVVHW�FKDQJHV�WR�D�SULYDWH�DVVHW�DQG�WKHUHIRUH�OHDYHV�WKH

WD[�EDVH��WKHUH�LV�D�FRUUHVSRQGLQJ�QHHG�WR�HQVXUH�WKDW�DQ\�JDLQ�RU�ORVV�RQ�WKH

DVVHW�WR�WKDW�WLPH�LV�EURXJKW�WR�DFFRXQW�

7R�HQVXUH�WKH�DSSURSULDWH�RXWFRPH�LQ�ERWK�VLWXDWLRQV��VXFK�DVVHWV�DQG

OLDELOLWLHV�ZLOO�EH�WUHDWHG�DV�HQWHULQJ�RU�OHDYLQJ�WKH�WD[�EDVH�DW�D�WD[�YDOXH

GHWHUPLQHG�E\�WKHLU�PDUNHW�YDOXH�DW�WKH�WLPH�RI�WKH�FKDQJH���7KLV�ZLOO�SURYLGH�D

PHDQV�RI�FU\VWDOOLVLQJ�DQ\�JDLQ�RU�ORVV�DWWULEXWDEOH�WR�WKH�SULYDWH�RU�QRQ�SULYDWH

SHULRGV�

Assets commencing or ceasing to be listed assets
for capital gains and loss-quarantining treatment

,Q�VRPH�VLWXDWLRQV��QRQ�SULYDWH�DVVHWV�FDQ�FRPPHQFH�RU�FHDVH�WR�EH�OLVWHG

DVVHWV�IRU�FDSLWDO�JDLQV�DQG�ORVV�TXDUDQWLQLQJ�SXUSRVHV�ZKLOH�FRQWLQXLQJ�WR�EH

KHOG�E\�WKH�VDPH�WD[SD\HU���)RU�H[DPSOH��ZKHUH�KHOG�E\�DQ�LQGLYLGXDO�RU

VXSHUDQQXDWLRQ�IXQG��ODQG�ZLOO�EH�D�FDSLWDO�JDLQV�DVVHW�XQOHVV�LW�LV�WUDGLQJ�VWRFN

�5HFRPPHQGDWLRQ�������

6LWXDWLRQV�FRXOG�DULVH�ZKHUH�ODQG�LV�LQLWLDOO\�DFTXLUHG�IRU�LQYHVWPHQW�RU�RWKHU

EXVLQHVV�SXUSRVHV�EXW�FRQYHUWV�WR�WUDGLQJ�VWRFN���)RU�H[DPSOH��D�WD[SD\HU

PLJKW�DFTXLUH�UXUDO�ODQG�IRU�PDUNHW�JDUGHQLQJ�SXUSRVHV���$V�D�UHVXOW�RI�XUEDQ

JURZWK��WKH�WD[SD\HU�GHFLGHV�VRPH�\HDUV�ODWHU�WKDW�LW�ZRXOG�EH�PRUH�HFRQRPLF

WR�SXW�WKH�ODQG�WR�UHVLGHQWLDO�XVH���5DWKHU�WKDQ�VLPSO\�VHOOLQJ�WKH�ODQG�IRU�WKH

EHVW�SULFH��WKH�WD[SD\HU�GHFLGHV�WR�GHYHORS�WKH�ODQG�LQWR�UHVLGHQWLDO�DOORWPHQWV

DQG�PDUNHW�WKH�LQGLYLGXDO�DOORWPHQWV���,Q�WKDW�LQVWDQFH��WKH�ODQG�LV�OLNHO\�WR

EHFRPH�WUDGLQJ�VWRFN�DW�WKH�WLPH�RI�WKH�GHFLVLRQ�WR�SURFHHG�ZLWK�WKH

GHYHORSPHQW�

&RUUHVSRQGLQJO\��ODQG�FRXOG�EH�LQLWLDOO\�DFTXLUHG�DV�WUDGLQJ�VWRFN�DQG

VXEVHTXHQWO\�FRQYHUWHG�LQWR�ORQJ�WHUP�LQYHVWPHQW���)RU�H[DPSOH��D�WD[SD\HU

FRXOG�DFTXLUH�ODQG�IRU�WKH�GHYHORSPHQW�RI�DSDUWPHQW�EXLOGLQJV�IRU�UH�VDOH���$W

WKDW�SRLQW��WKH�ODQG�ZRXOG�EH�WUDGLQJ�VWRFN���8SRQ�FRPSOHWLRQ��WKH�WD[SD\HU
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GHFLGHV�WR�NHHS�VRPH�RU�DOO�RI�WKH�DSDUWPHQWV�IRU�ORQJ�WHUP�LQYHVWPHQW���$W

WKDW�WLPH��WKH�DVVHW�ZRXOG�QR�ORQJHU�EH�WUDGLQJ�VWRFN�

*LYHQ�WKH�GLIIHUHQW�WUHDWPHQW�WR�EH�DSSOLHG�WR�OLVWHG�FDSLWDO�JDLQV�DVVHWV

FRPSDUHG�ZLWK�RWKHU�DVVHWV�³�SDUWLFXODUO\�ZKHUH�KHOG�E\�LQGLYLGXDOV�DQG

VXSHUDQQXDWLRQ�IXQGV�³�FDSLWDO�JDLQV�DQG�ORVV�TXDUDQWLQLQJ�WUHDWPHQW�RXJKW�WR

DSSO\�WR�VR�PXFK�RI�WKH�JDLQ�RU�ORVV�LQ�WKH�DERYH�VLWXDWLRQV�WKDW�LV�UHIHUDEOH�WR

WKH�SHULRG�WKDW�WKH�DVVHWV�DUH�KHOG�DV�OLVWHG�FDSLWDO�JDLQV�DVVHWV���,Q�WKH�FDVH�RI

HQWLWLHV��D�FKDQJH�LQ�FKDUDFWHU�RI�DQ�DVVHW�ZLOO�RQO\�KDYH�DQ�LPSDFW�IRU�ORVV

TXDUDQWLQLQJ�SXUSRVHV�

7KH�FRUUHFW�RXWFRPH�FDQ�EH�DFKLHYHG�E\�UHTXLULQJ�WD[SD\HUV�WR�YDOXH�WKH�DVVHW

DW�WKH�WLPH�RI�FKDQJH�LQ�LWV�FKDUDFWHU��VR�LGHQWLI\LQJ�WKH�XQUHDOLVHG�JDLQ�RU�ORVV

DW�WKH�WLPH��WR�EH�EURXJKW�WR�DFFRXQW�DW�WKH�WLPH�RI�XOWLPDWH�GLVSRVDO����,Q�WKH

FDVH�ZKHUH�DQ�DVVHW�FRQYHUWV�IURP�D�ORQJ�WHUP�LQYHVWPHQW�DVVHW�WR�WUDGLQJ

VWRFN��IRU�H[DPSOH��WKH�DVVHW�ZLOO�EH�WUHDWHG�DV�KDYLQJ�D�WD[�YDOXH�HTXDO�WR�WKDW

PDUNHW�YDOXH�IRU�WKH�SXUSRVHV�RI�GHWHUPLQLQJ�WKH�FDSLWDO�JDLQ�RU�ORVV�UHIHUDEOH

WR�WKH�SHULRG�WKDW�WKH�DVVHW�ZDV�KHOG�DV�D�OLVWHG�DVVHW�

Current treatment

7KH�UHFRPPHQGHG�WUHDWPHQW�GLIIHUV�IURP�WKDW�XQGHU�WKH�FXUUHQW�ODZ���$

WD[SD\HU�KROGLQJ�DQ�DVVHW�WKDW�FKDQJHV�LWV�FKDUDFWHU�WR�WUDGLQJ�VWRFN�LV�WUHDWHG

DV�GLVSRVLQJ�RI�WKH�DVVHW�DQG�LPPHGLDWHO\�UH�DFTXLULQJ�LW�HLWKHU�IRU�LWV�FRVW�RU

PDUNHW�YDOXH��DW�WKH�WD[SD\HU·V�RSWLRQ���7KH�FXUUHQW�DSSURDFK�KDV�WZR�PDMRU

GLVDGYDQWDJHV�

� LW�WD[HV�XQUHDOLVHG�JDLQV�LI�WKH�WD[SD\HU�VHOHFWV�PDUNHW�YDOXH�DQG�WKDW�H[FHHGV

WKH�DVVHW·V�WD[�YDOXH�DW�WKH�WLPH��DQG

� LW�FDQ�DOORZ�FDSLWDO�ORVVHV�WR�EH�FRQYHUWHG�LQWR�UHYHQXH�ORVVHV�LI�WKH�PDUNHW

YDOXH�RI�WKH�DVVHW�LV�OHVV�WKDQ�LWV�FRVW�DQG�WKH�WD[SD\HU�HOHFWV�WR�YDOXH�WKH

DVVHW�DW�FRVW�

$�WD[SD\HU�KROGLQJ�WUDGLQJ�VWRFN�WKDW�FKDQJHV�LWV�FKDUDFWHU�WR�QRQ�WUDGLQJ

VWRFN�LV�WUHDWHG�DV�GLVSRVLQJ�RI�WKH�DVVHW�DQG�LPPHGLDWHO\�UH�DFTXLULQJ�LW�DW�LWV

FRVW���7KDW�DSSURDFK�KDV�WKH�GLVDGYDQWDJH�RI�FRQYHUWLQJ�XQUHDOLVHG�UHYHQXH

JDLQV�DQG�ORVVHV�LQWR�FDSLWDO�JDLQV�DQG�ORVVHV�XQOHVV�WKH�WD[SD\HU�KDV�YDOXHG�WKH

WUDGLQJ�VWRFN�DW�RWKHU�WKDQ�FRVW�
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Assets receiving capital gains and
loss-quarantining treatment

Recommendation
4.10 Assets receiving capital gains and loss-quarantining treatment

General principles

�D� 7KDW�FDSLWDO�JDLQV�DQG�ORVV�TXDUDQWLQLQJ�WUHDWPHQW�DSSO\�RQO\�WR

QRPLQDWHG�FODVVHV�RI�DVVHWV�WD[HG�RQ�D�UHDOLVDWLRQ�EDVLV�

Nominated asset classes eligible for capital gains treatment

�E� 7KDW�WKH�IROORZLQJ�DVVHW�FODVVHV�UHFHLYH�FDSLWDO�JDLQV�WUHDWPHQW

�5HFRPPHQGDWLRQV������DQG�������

�L� VKDUHV�DQG�RWKHU�PHPEHUVKLS�LQWHUHVWV���H[FOXGLQJ�RUGLQDU\

SDUWQHUVKLSV���RWKHU�WKDQ�ZKHUH�KHOG�EHIRUH���-XO\������DV

WUDGLQJ�VWRFN�RU�D�UHYHQXH�DVVHW�

�LL� ODQG�DQG�EXLOGLQJV���RWKHU�WKDQ�ZKHUH�

� KHOG�DV�WUDGLQJ�VWRFN��RU

� WKH�EXLOGLQJ�LV�VXEMHFW�WR�WKH�QHZ�GHSUHFLDWLRQ�UHJLPH

�5HFRPPHQGDWLRQV������DQG��������LQ�ZKLFK�FDVH�RQO\

WKH�ODQG�ZLOO�TXDOLI\�

�LLL� JRRGZLOO�

�LY� VWDWXWRU\�OLFHQFHV��ORQJ�WHUP�FURZQ�OHDVHV�RQ�ODQG�DQG�RWKHU

ULJKWV�ZKLFK�UHSUHVHQW�D�SHUPDQHQW�GLVSRVDO�RI�DQ�XQGHUO\LQJ

DVVHW�WKDW�ZRXOG�EH�WD[HG�RQ�D�UHDOLVDWLRQ�EDVLV�

�Y� FROOHFWDEOHV�DQG�RWKHU�QRQ�GHSUHFLDEOH�WDQJLEOH�DVVHWV��RWKHU

WKDQ�ODQG��

� DFTXLUHG�IRU�PRUH�WKDQ����������DQG

� KHOG�DW�OHDVW�SDUWO\�IRU�SULYDWH�XVH��DQG

�YL� DQ\�RWKHU�DVVHWV�SUHVFULEHG�LQ�WKH�,QFRPH�7D[�5HJXODWLRQV�

Assets subject to loss-quarantining treatment

�F� 7KDW��VXEMHFW�WR�SDUDJUDSK��G��DQG�5HFRPPHQGDWLRQ������

� ORVVHV�RQ�WKH�DVVHWV�OLVWHG�LQ�SDUDJUDSK��E���DQG
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� FDSLWDO�ORVVHV�RQ�DVVHWV�DFTXLUHG�EHIRUH���-XO\������

EH�RIIVHW�DJDLQVW�JDLQV�RQ�DVVHWV�OLVWHG�LQ�SDUDJUDSK��E��

�G� 7KDW�ORVVHV�RQ�FROOHFWDEOHV�DQG�RWKHU�QRQ�GHSUHFLDEOH�WDQJLEOH

DVVHWV��RWKHU�WKDQ�ODQG���KHOG�DW�OHDVW�SDUWO\�IRU�SULYDWH�XVH��EH

RIIVHW�RQO\�DJDLQVW�JDLQV�RQ�OLNH�DVVHWV�

6LPSOLFLW\�LQ�WKH�ODZ�ZLOO�EH�VHUYHG�E\�WKH�XVH�RI�D�FRPPRQ�EDVLV�IRU�GHILQLQJ

DVVHWV�ZKLFK�ZLOO�UHFHLYH�FDSLWDO�JDLQV�WUHDWPHQW�DQG�IRU�ZKLFK�ORVVHV�ZLOO�EH

TXDUDQWLQHG���)RU�WKRVH�WD[SD\HUV�UHFHLYLQJ�WKLV�WUHDWPHQW�RI�JDLQV

�5HFRPPHQGDWLRQV������DQG��������D�FRPPRQ�DVVHW�SRRO�SURYLGHV�D�EDODQFH

DJDLQVW�WKH�DELOLW\�WR�GHIHU�WD[DWLRQ�WKURXJK�VHOHFWLYH�UHDOLVDWLRQ�RI�ORVVHV�

6LJQLILFDQW�UHIRUP�WR�WKH�H[LVWLQJ�TXDUDQWLQLQJ�SURYLVLRQV�LV�OLPLWHG�E\�UHYHQXH

FRQVLGHUDWLRQV���7KH�UHYHQXH�FRQVHTXHQFHV�RI�DEROLVKLQJ�TXDUDQWLQLQJ�RI�DOO

FDSLWDO�ORVVHV�ZRXOG�EH�SURKLELWLYH��GXH�WR�ERWK�WKH�DFFXPXODWHG�YDOXH�RI

H[LVWLQJ�FDSLWDO�ORVVHV�DQG�WKH�RQJRLQJ�LQFHQWLYH�WR�UHDOLVH�DVVHWV�VHOHFWLYHO\�

$VVHWV�ZKHUH�D�FKDQJH�LQ�YDOXH�LV�WD[HG�RQ�D�UHDOLVDWLRQ�EDVLV�ZRXOG�DFFRXQW�IRU

WKH�PDMRULW\�RI�DVVHWV�KHOG�E\�LQGLYLGXDOV�DQG�D�VLJQLILFDQW�SURSRUWLRQ�RI�DVVHWV

KHOG�E\�VXSHUDQQXDWLRQ�IXQGV���'HILQLQJ�DFFHVV�WR�FDSLWDO�JDLQV�WUHDWPHQW�DQG

TXDUDQWLQLQJ�RI�FDSLWDO�ORVVHV�LQ�WHUPV�RI�WKH�DVVHWV�GHVFULEHG�LQ�WKH

UHFRPPHQGDWLRQ�DOLJQV��EURDGO\��ZLWK�WKH�¶FDSLWDO·�DVVHW�GLVWLQFWLRQ�LQ�WKH

H[LVWLQJ�ODZ���1HYHUWKHOHVV��WKHUH�ZRXOG�EH�VRPH�QRWDEOH�GLIIHUHQFHV���,Q

SDUWLFXODU��ORVVHV�RQ�VKDUHV�DQG�ODQG�ZRXOG�EH�TXDUDQWLQHG�LQ�D�ZLGHU�UDQJH�RI

FLUFXPVWDQFHV�GXH�WR�WKH�UHPRYDO�RI�WKH�H[LVWLQJ�GLVWLQFWLRQ�EHWZHHQ�¶UHYHQXH·

DQG�¶FDSLWDO·�DVVHWV�

*LYHQ�WKH�EURDG�FRUUHVSRQGHQFH�ZLWK�H[LVWLQJ�FDSLWDO�JDLQV�DVVHWV��WKH�OLVWHG

DVVHW�FODVVHV�VKRXOG�DOVR�GHILQH�WKH�SRRO�RI�FDSLWDO�JDLQV�DJDLQVW�ZKLFK�H[LVWLQJ

FDSLWDO�ORVVHV�DQG�IXWXUH�ORVVHV�RQ�H[LVWLQJ�DVVHWV�FDQ�EH�DSSOLHG�³�VXEMHFW�WR

SULYDWH�DVVHW�ORVVHV�EHLQJ�UHVWULFWHG�WR�JDLQV�RQ�OLNH�DVVHWV��SDUDJUDSK��G���DQG

WKH�WUDQVLWLRQDO�PHDVXUH�LQ�5HFRPPHQGDWLRQ������

Trading stock

7UDGLQJ�VWRFN�ZLOO�FRQWLQXH�WR�EH�H[FOXGHG�IURP�FDSLWDO�JDLQV�WUHDWPHQW�RQ�WKH

EDVLV�WKDW�VXFK�WUHDWPHQW�ZRXOG�EH�FRXQWHU�WR�WKH�REMHFWLYHV�RI�HQFRXUDJLQJ

LQYHVWPHQW�LQ�ORQJHU�WHUP�FDSLWDO�DVVHWV�DQG�EH�LQFRQVLVWHQW�ZLWK�WKH�H[LVWLQJ

FRQFHSW�RI�WD[LQJ�LQFRPH�IURP�WUDGLQJ�DFWLYLWLHV���7KH�LQFOXVLRQ�RI�WUDGLQJ

VWRFN�DVVHWV�LQ�ORVV�TXDUDQWLQLQJ�ZRXOG�XQGHUPLQH�WKH�LQWHJULW\�RI�FDSLWDO�ORVV

TXDUDQWLQLQJ�

Shares

,Q�WKH�FDVH�RI�VKDUHV�DQG�RWKHU�PHPEHUVKLS�LQWHUHVWV��WKHUH�LV�OLWWOH�FRQFHSWXDO

RU�SUDFWLFDO�EDVLV�XSRQ�ZKLFK�WR�GLVWLQJXLVK�DVVHWV�KHOG�IRU�WUDGLQJ�RU
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LQYHVWPHQW�SXUSRVHV���6XFK�DVVHWV�DUH�QRW�LQFOXGHG�LQ�WKH�GHILQLWLRQ�RI�WUDGLQJ

VWRFN��ZKLFK�LV�UHVWULFWHG�WR�WDQJLEOH�DVVHWV��5HFRPPHQGDWLRQ�������

2QH�DSSURDFK�FRQVLGHUHG�E\�WKH�5HYLHZ�ZDV�WR�KDYH�DQ�DUELWUDU\�WLPH�EDVHG

GLVWLQFWLRQ�EHWZHHQ�WUDGLQJ�DVVHWV�DQG�LQYHVWPHQW�DVVHWV���$OORZLQJ�WD[SD\HUV

WKH�RSSRUWXQLW\�WR�UHDOLVH�ORVVHV�RQ�VKDUHV�KHOG�IRU�XS�WR����PRQWKV��DIWHU

ZKLFK�WLPH�JDLQV�E\�FHUWDLQ�WD[SD\HUV�DUH�VXEMHFW�WR�FDSLWDO�JDLQV�WUHDWPHQW��DQG

QRW�TXDUDQWLQLQJ�WKRVH�ORVVHV�ZRXOG�EH�OLNHO\�WR�LPSRVH�D�VLJQLILFDQW�FRVW�WR

UHYHQXH���(YHQ�DOORZLQJ�D�VKRUWHU�SHULRG�IRU�ORVV�TXDUDQWLQLQJ�SXUSRVHV�ZRXOG

SURYLGH�DGYHUVH�VHOHFWLRQ�RSSRUWXQLWLHV�UHVXOWLQJ�LQ�WRR�JUHDW�D�UHYHQXH�FRVW�

Rights

$V�D�JHQHUDO�UXOH��ULJKWV�ZLOO�EH�H[FOXGHG�IURP�FDSLWDO�JDLQV�WUHDWPHQW��XQOHVV

WKH�JUDQWLQJ�RI�D�ULJKW�UHVXOWV�LQ�WKH�SHUPDQHQW�GLVSRVDO�RI�DQ�XQGHUO\LQJ�DVVHW�

RU�SDUW�RI�DQ�XQGHUO\LQJ�DVVHW��WKDW�LV�HOLJLEOH�IRU�VXFK�WUHDWPHQW���&DSLWDO�JDLQV

WUHDWPHQW�RI�ULJKWV�ZRXOG�RQO\�DSSO\�ZKHUH�WKHUH�LV�D�SHUPDQHQW�GLVSRVDO�RI

WKH�XQGHUO\LQJ�DVVHW�WKDW�LV�VXEMHFW�WR�WKH�ULJKW�

0RVW�GHSUHFLDEOH�DVVHWV�ZRXOG�QRW�TXDOLI\�IRU�FDSLWDO�JDLQV�WUHDWPHQW�GXH�WR�WKH

DQQXDO�GHGXFWLRQ�IRU�WKHLU�FKDQJH�LQ�WD[�YDOXH���+RZHYHU��LQ�WKH�FDVH�RI

EXLOGLQJV�QRW�GHSUHFLDEOH�XQGHU�WKH�JHQHUDO�GHSUHFLDWLRQ�UHJLPH�IRU�GHSUHFLDEOH

DVVHWV��5HFRPPHQGDWLRQV������DQG��������ERWK�WKH�EXLOGLQJ�DQG�WKH�ODQG�ZRXOG

EH�FODVVLILHG�DV�UHDOLVDWLRQ�DVVHWV�DQG��KHQFH��ZRXOG�FRQWLQXH�WR�EH�VXEMHFW�WR

FDSLWDO�JDLQV�WUHDWPHQW�DQG�TXDUDQWLQLQJ�RI�ORVVHV�

Recommendation

4.11 Quarantining of losses on existing CGT assets

Quarantining principle for existing CGT assets

�D� 7KDW�ZKHUH�D�WD[SD\HU�RQ����-XQH������KROGV�VKDUHV�WD[HG�DV

¶UHYHQXH·�DVVHWV�RU�WUDGLQJ�VWRFN�XQGHU�WKH�H[LVWLQJ�ODZ��ORVVHV�RQ

FDSLWDO�JDLQV�WD[�DVVHWV�DFTXLUHG�EHIRUH���-XO\������QRW�EH�DSSOLHG

DJDLQVW�

�L� JDLQV�RQ�VXFK�VKDUHV�DFTXLUHG�EHIRUH���-XO\�������DQG

�LL� JDLQV�RQ�VKDUHV�DFTXLUHG�RQ�RU�DIWHU���-XO\������

Transitional provision for unusable losses

�E� 7KDW�LI�D�WD[SD\HU�KDV�QRW�EHHQ�DEOH�WR�DEVRUE�ORVVHV�RQ�FDSLWDO

JDLQV�WD[�DVVHWV�DIIHFWHG�E\�SDUDJUDSK��D��E\����-XQH�������XS�WR

���SHU�FHQW�RI�WKRVH�ORVVHV�EH�DOORZHG�WR�EH�RIIVHW�DJDLQVW�JDLQV�RQ

VKDUHV�LQ�DQ\�RQH�\HDU�
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$W�SUHVHQW�VRPH�WD[SD\HUV�KDYH�UHDOLVHG�FDSLWDO�ORVVHV�ZKLFK�KDYH�QRW�EHHQ

DEVRUEHG���:KHUH�WKRVH�WD[SD\HUV�DOVR�KDYH�UHYHQXH�DVVHWV�VXFK�DV�VKDUHV�

WKRVH�FDSLWDO�ORVVHV�FDQQRW�EH�DSSOLHG�DJDLQVW�JDLQV�RQ�WKH�UHYHQXH�DVVHWV���7KH

SURSRVHG�UHPRYDO�RI�WKH�¶UHYHQXH·�DVVHW�¶FDSLWDO·�DVVHW�GLVWLQFWLRQ�ZRXOG�DOORZ

WKRVH�FDSLWDO�ORVVHV�WR�EH�DSSOLHG�DJDLQVW�JDLQV�RQ�UHYHQXH�DVVHWV���$Q\

FXUUHQWO\�XQUHDOLVHG�FDSLWDO�ORVVHV�FRXOG�DOVR�EH�DSSOLHG�ZKHQ�UHDOLVHG�DJDLQVW

UHYHQXH�JDLQV�

:KLOH�WKH�VKRUW�WHUP�UHYHQXH�LPSDFW�RI�DOORZLQJ�WKH�DSSOLFDWLRQ�RI�FDSLWDO

ORVVHV�DJDLQVW�UHYHQXH�DVVHW�JDLQV�LV�GLIILFXOW�WR�PHDVXUH�SUHFLVHO\��LW�FRXOG�EH

VLJQLILFDQW���7KH�WZR�PDLQ�W\SHV�RI�DVVHWV�WKDW�DUH�RI�UHOHYDQFH�LQ�WKLV�UHJDUG

DUH�VKDUHV�DQG�UHDO�HVWDWH���2I�WKHVH��WKH�SULQFLSDO�VRXUFH�RI�SRWHQWLDO�UHYHQXH

ORVV�LV�OLNHO\�WR�EH�IURP�VKDUHV���7KH�5HYLHZ�LV�WKHUHIRUH�UHFRPPHQGLQJ�WKDW

FDSLWDO�ORVVHV�RQ�DVVHWV�DFTXLUHG�EHIRUH���-XO\������ZLOO�QRW�EH�DEOH�WR�EH�RIIVHW

DJDLQVW�JDLQV�IURP�H[LVWLQJ�VKDUHV�KHOG�DV�UHYHQXH�DVVHWV�RU�WUDGLQJ�VWRFN�DQG

VKDUHV�DFTXLUHG�RQ�RU�DIWHU���-XO\��������7KLV�UHFRPPHQGDWLRQ�ZLOO�RQO\�DSSO\

WR�WKRVH�WD[SD\HUV�ZKLFK�KDYH�VKDUHV�WD[HG�DV�UHYHQXH�DVVHWV�RU�WUDGLQJ�VWRFN

XQGHU�WKH�H[LVWLQJ�ODZ�

,I�FDSLWDO�ORVVHV�DUH��SUHYHQWHG�IURP�EHLQJ�DEVRUEHG�VROHO\�EHFDXVH�RI�WKLV

UHFRPPHQGDWLRQ��XS�WR����SHU�FHQW�RI�WKRVH�ORVVHV�ZLOO�EH�DEOH�WR�EH�XWLOLVHG

DJDLQVW�JDLQV�RQ�VKDUHV�LQ�DQ\�RQH�\HDU�FRPPHQFLQJ�IURP�WKH���������\HDU�

)RU�H[DPSOH��WKLV�WUDQVLWLRQDO�SURYLVLRQ�ZRXOG�DSSO\�LI�D�WD[SD\HU�GLG�QRW�KDYH

FDSLWDO�JDLQV�DVVHWV�RWKHU�WKDQ�VKDUHV�

5HODWLYHO\�IHZ�WD[SD\HUV�DUH�H[SHFWHG�WR�EH�DIIHFWHG�E\�WKLV�UHFRPPHQGDWLRQ�

7KH�PDLQ�LPSDFW�ZRXOG�EH�RQ�D�IHZ�ODUJH�FRPSDQLHV���)XUWKHU��WKH�UHVWULFWLRQV

LPSRVHG�XQGHU�WKLV�PHDVXUH�DUH�QRW�OLNHO\�WR�KDYH�D�VLJQLILFDQW�DGYHUVH�LPSDFW

RQ�WD[SD\HUV�UHODWLYH�WR�WKHLU�WUHDWPHQW�XQGHU�WKH�H[LVWLQJ�ODZ�

Clarifying the treatment of private
receipts, expenditures and assets

Recommendation
4.12 Private receipts and expenditures

General principle

�D� 7KDW�WKH�DSSOLFDWLRQ�RI�WKH�FRQFHSW�RI�SULYDWH�UHFHLSWV�DQG

H[SHQGLWXUHV�EH�UHVWULFWHG�WR�LQGLYLGXDOV�RQ�WKH�SURYLVR�WKDW

EHQHILWV�SURYLGHG�E\�HQWLWLHV�WR�PHPEHUV�DQG�HPSOR\HHV�DUH�HLWKHU�
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�L� JHQHUDOO\�LQFOXGHG�LQ�WKH�WD[DEOH�LQFRPH�RI�LQGLYLGXDO

UHFLSLHQWV�DV�GLVWULEXWLRQV��5HFRPPHQGDWLRQ��������RU

�LL� JHQHUDOO\�VXEMHFW�WR�IULQJH�EHQHILWV�WD[��RU�DOVR�WUHDWHG�DV�WKH

UHFLSLHQW·V�LQFRPH�LI�5HFRPPHQGDWLRQ�����LV�DGRSWHG��

Specific exceptions

�E� 7KDW�VSHFLILF�H[FHSWLRQV�DSSO\�LQ�UHVSHFW�RI�

�L� VKDUHKROGHU�GLVFRXQWV��5HFRPPHQGDWLRQ��������DQG

�LL� GLVWULEXWLRQV�UHODWHG�WR�SHUVRQDO�DVVHWV�KHOG�LQ�HQWLWLHV

�5HFRPPHQGDWLRQV�������DQG��������

$Q�LPSRUWDQW�GHVLJQ�LVVXH�IRU�EXVLQHVV�WD[DWLRQ�LV�WKH�EXVLQHVV�SULYDWH

GLYLGLQJ�OLQH�GHILQHG�E\�WKH�WUHDWPHQW�RI�SULYDWH�UHFHLSWV��H[SHQVHV�DQG�DVVHWV�

7KLV�GLYLGLQJ�OLQH�ZDV�JLYHQ�RQO\�SUHOLPLQDU\�DWWHQWLRQ�LQ�$�3ODWIRUP�IRU

&RQVXOWDWLRQ�

3ULYDWH�UHFHLSWV�DQG�H[SHQGLWXUHV�LQ�FRQFHSW�DSSO\�WR�LQGLYLGXDOV�RQO\�DQG�QRW

HQWLWLHV���5HVWULFWLQJ�SULYDWH�UHFHLSWV�DQG�H[SHQGLWXUHV�WR�LQGLYLGXDOV�ZLOO�PHDQ

WKDW�DOO�H[SHQGLWXUH�XQGHUWDNHQ�E\�HQWLWLHV�ZLOO�UHGXFH�WD[DEOH�LQFRPH�HLWKHU

LPPHGLDWHO\�RU�LQ�IXWXUH�\HDUV�XQOHVV�SUHFOXGHG�E\�D�VSHFLILF�DGMXVWPHQW�LQ�WKH

WD[�ODZ�

,Q�RUGHU�WR�DFKLHYH�WKH�FRUUHFW�WUHDWPHQW�RI�H[SHQGLWXUH�E\�HQWLWLHV��EHQHILWV

SURYLGHG�E\�HQWLWLHV�WR�HPSOR\HHV�RU�PHPEHUV�VKRXOG�EH�WD[HG�DV�LQFRPH

UHFHLYHG�DW�IDLU�PDUNHW�YDOXH���+HQFH��WKH�EURDG�GHILQLWLRQ�RI�D�GLVWULEXWLRQ

IURP�DQ�HQWLW\�FRQWDLQHG�LQ�5HFRPPHQGDWLRQ������DQG�PDLQWHQDQFH�RI

FRPSUHKHQVLYH�IULQJH�EHQHILWV�WD[DWLRQ�³�RU�LWV�UHSODFHPHQW�DV�UHFRPPHQGHG

E\�WKH�5HYLHZ��VHH�5HFRPPHQGDWLRQ������³�DUH�FUXFLDO�WR�WKH�SURSRVHG

UHVWULFWLRQ�RI�SULYDWH�H[SHQGLWXUHV�WR�LQGLYLGXDOV�

8QGHU�WKH�FDVKIORZ�WD[�YDOXH�DSSURDFK��WKH�UHVXOWLQJ�WUHDWPHQW�RI�H[SHQGLWXUH

EURDGHQV�WKH�VFRSH�RI�H[SHQVHV�WKDW�FRXOG�UHGXFH�WD[DEOH�LQFRPH���6SHFLILFDOO\�

LW�LV�LQWHQGHG�WR�DOORZ�D�ZLGH�UDQJH�RI�EODFNKROH�H[SHQVHV�WR�EH�GHGXFWLEOH�DV�D

PDWWHU�RI�SULQFLSOH���+RZHYHU��LQGLYLGXDOV·�H[SHQGLWXUH�ZKLFK�LV�HVVHQWLDOO\�RI�D

SULYDWH�QDWXUH�ZLOO�FRQWLQXH�WR�EH�QRQ�GHGXFWLEOH���7R�DYRLG�DQ\�GRXEW��WKH

QHZ�ODZ�ZLOO�HQVXUH�WKDW�SDUWLFXODU�H[SHQVHV��VXFK�DV�QRUPDO�WUDYHO�WR�DQG�IURP

ZRUN�DQG�FHUWDLQ�VHOI�HGXFDWLRQ�H[SHQVHV��ZLOO�FRQWLQXH�WR�EH�WUHDWHG�DV�SULYDWH

H[SHQGLWXUH�

7KHUH�ZLOO�EH�VRPH�LQFRQVLVWHQFLHV�LQ�WKH�WUHDWPHQW�RI�EHQHILWV�UHFHLYHG�E\

HPSOR\HHV�DQG�PHPEHUV�RI�HQWLWLHV���)RU�H[DPSOH��ODUJHO\�IRU�FRPSOLDQFH�FRVW

UHDVRQV��EHQHILWV�UHFHLYHG�LQ�WKH�IRUP�RI�HPSOR\HU�SURYLGHG�FDU�SDUNLQJ

�5HFRPPHQGDWLRQ������DQG�WKH�XVH�RI�D�UHVLGHQFH�KHOG�E\�DQ�HQWLW\��ZKHUH�WKH

UHODWHG�H[SHQVHV�DUH�QRW�GHGXFWHG�³�5HFRPPHQGDWLRQV�������DQG��������ZLOO

QRW�EH�WD[HG�LQ�WKH�LQGLYLGXDO·V�KDQGV�
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Recommendation

4.13 Private use of assets

General principle

�D� 7KDW�WD[DEOH�LQFRPH�QRW�UHFRJQLVH�

�L� WKH�QRQ�PRQHWDU\�LQFRPH�DQG�DQ\�SULYDWH�UHFHLSWV�ZKLFK

UHIOHFW�WKH�SULYDWH�XVH�RI�DQ�DVVHW��DQG

�LL� WKH�FRUUHVSRQGLQJ�SURSRUWLRQ�RI�H[SHQVHV�LQFXUUHG�LQ�UHODWLRQ

WR�WKH�SULYDWH�XVH�RI�WKH�DVVHW�

Depreciable assets

�E� 7KDW�H[SHQVHV��LQFOXGLQJ�GHSUHFLDWLRQ�DQG�LQWHUHVW��LQFXUUHG�LQ

UHVSHFW�RI�GHSUHFLDEOH�DVVHWV��RWKHU�WKDQ�FROOHFWDEOHV��EH

DSSRUWLRQHG�RQ�WKH�EDVLV�RI�SULYDWH�DQG�QRQ�SULYDWH�XVDJH�LQ�WKH

\HDU�LQFXUUHG���ZLWK�WKDW�SDUW�UHODWLQJ�WR�SULYDWH�XVH�QRW�WDNHQ�LQWR

DFFRXQW�LQ�FDOFXODWLQJ�WD[DEOH�LQFRPH�

�F� 7KDW�WKH�EDODQFLQJ�FKDUJH�RQ�GLVSRVDO�RI�D�GHSUHFLDEOH�DVVHW�EH

DSSRUWLRQHG�RQ�WKH�EDVLV�RI�RYHUDOO�XVH�RI�WKH�DVVHW���ZLWK�WKDW

SDUW�UHODWLQJ�WR�SULYDWH�XVH�QRW�WDNHQ�LQWR�DFFRXQW�LQ�FDOFXODWLQJ

WD[DEOH�LQFRPH�

Land and buildings (other than a taxpayer’s main residence)
held by an individual

�G� 7KDW��LQ�UHVSHFW�RI�ODQG�DQG�EXLOGLQJV��RWKHU�WKDQ�D�WD[SD\HU·V

PDLQ�UHVLGHQFH��KHOG�E\�DQ�LQGLYLGXDO�DQG�DFTXLUHG�DIWHU

���-XQH�������WKH�IROORZLQJ�WUHDWPHQW�DSSO\�

�L� LQFOXGH�H[SHQGLWXUH�GLUHFWO\�DWWULEXWDEOH�WR�WKH�ODQG�LQ�WKH�WD[

YDOXH�RI�WKH�ODQG�WR�WKH�H[WHQW�WKDW�WKH�ODQG�LV�QRW�XVHG�IRU

LQFRPH�SURGXFLQJ�SXUSRVHV��RWKHU�WKDQ�WKH�UHDOLVDWLRQ�RI�D

FDSLWDO�JDLQ��

�LL� DSSO\�WKH�GHSUHFLDEOH�DVVHWV�WUHDWPHQW�LQ�SDUDJUDSKV��E��DQG

�F��WR�DQ\�VWUXFWXUHV�RQ�WKH�ODQG��DQG

�LLL� DSSRUWLRQ�LQWHUHVW�H[SHQVHV�EHWZHHQ�WKH�ODQG�DQG�VWUXFWXUHV

LQ�DFFRUGDQFH�ZLWK�WKH�DFTXLVLWLRQ�YDOXHV�RI�WKH�ODQG�DQG

VWUXFWXUHV�

�H� 7KDW��LQ�UHVSHFW�RI�ODQG�DQG�EXLOGLQJV�KHOG�E\�DQ�LQGLYLGXDO�DW

���-XQH�������WKH�H[LVWLQJ�WD[�WUHDWPHQW�FRQWLQXH�WR�DSSO\�
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Collectables and other non-depreciable tangible assets
(other than land) held by an individual at least partly for
private use

�I� 7KDW��LQ�UHVSHFW�RI�DQ\�FROOHFWDEOH�DQG�RWKHU�QRQ�GHSUHFLDEOH

WDQJLEOH�DVVHW��RWKHU�WKDQ�ODQG��KHOG�E\�DQ�LQGLYLGXDO��DQG

LQFOXGLQJ�DQ\�VXFK�DVVHW�DFTXLUHG�EHIRUH���-XO\�������WKH�IROORZLQJ

WUHDWPHQW�DSSO\�

�L� LQFOXGH�LQ�WKH�FDOFXODWLRQ�RI�WD[DEOH�LQFRPH��H[SHQGLWXUH

LQFXUUHG�LQ�D�\HDU�XS�WR�WKH�H[WHQW�RI�DQ\�LQFRPH�³

H[FOXGLQJ�D�JDLQ�RQ�GLVSRVDO�RI�WKH�DVVHW�³�GHULYHG�LQ�WKDW

\HDU�IURP�WKH�DVVHW�

�LL� H[FOXGH�IURP�WD[DEOH�LQFRPH�DQ\�JDLQ�RU�ORVV�LI�WKH�DVVHW�ZDV

DFTXLUHG�IRU���������RU�OHVV��DQG

�LLL� TXDUDQWLQH�ORVVHV�RQ�DQ\�DVVHW�DFTXLUHG�IRU�PRUH�WKDQ��������

WR�JDLQV�RQ�OLNH�DVVHWV��5HFRPPHQGDWLRQ������G���

Taxation of assets used partly for private purposes

$VVHWV�FDQ�JHQHUDWH�WKUHH�W\SHV�RI�LQFRPH���FDSLWDO�JDLQV��FXUUHQW�LQFRPH�DQG

QRQ�PRQHWDU\�LQFRPH��WKH�ODWWHU�FRPSRQHQW�UHIOHFWLQJ�WKH�PDUNHW�YDOXH�RI

EHQHILWV�GHULYHG�IURP�WKH�SULYDWH�XVH�RI�DQ�DVVHW���%RWK�WKH�FXUUHQW�LQFRPH�DQG

FDSLWDO�JDLQV�UHSUHVHQW�SDUW�RI�WKH�PRQHWDU\�LQFRPH�RI�WKH�DVVHW���7KHUH�LV�D

FRPSHOOLQJ�FDVH���EDVHG�RQ�UHYHQXH�DQG�FRPSOLDQFH�JURXQGV���IRU

H[FOXGLQJ�IURP�WKH�WD[�EDVH�WKH�QRQ�PRQHWDU\�LQFRPH��DQG�DQ\�SULYDWH

UHFHLSWV��WKDW�UHIOHFWV�WKH�SULYDWH�XVH�RI�DQ�DVVHW�DQG�WKH�FRUUHVSRQGLQJ

SURSRUWLRQ�RI�H[SHQVHV�LQFXUUHG�LQ�UHODWLRQ�WR�WKDW�XVH�

'LIILFXOWLHV�LQ�GHWHUPLQLQJ�WKH�DQQXDO�YDOXH�RI�WKH�FDSLWDO�JDLQ�DQG

QRQ�PRQHWDU\�FRPSRQHQWV�RI�LQFRPH�IRU�PDQ\�DVVHWV�SUHFOXGH�D�VLQJOH

SUDFWLFDO�UXOH�IRU�DSSRUWLRQLQJ�H[SHQVHV�EHWZHHQ�WKH�SULYDWH�DQG�QRQ�SULYDWH

XVH�RI�DQ�DVVHW���+HQFH��GLIIHUHQW�DSSURDFKHV�DUH�UHTXLUHG�WR�DSSRUWLRQ

H[SHQVHV�DVVRFLDWHG�ZLWK�GLIIHUHQW�W\SHV�RI�DVVHWV�ZKHUH�WKH\�DUH�KHOG�DW�OHDVW

SDUWO\�IRU�SULYDWH�XVH�

$VVHWV�KHOG�IRU�SULYDWH�SXUSRVHV�DUH�WD[HG�LQ�D�YDULHW\�RI�ZD\V�XQGHU�WKH

SUHVHQW�ODZ��LQ�WHUPV�RI�WKH�WUHDWPHQW�RI�ERWK�H[SHQVHV�DQG�FDSLWDO�JDLQV�DQG

ORVVHV���$VVHWV�KHOG�SULPDULO\�IRU�SULYDWH�SXUSRVHV�DUH�WD[HG�XQGHU�GLIIHUHQW

SURYLVLRQV�IURP�WKRVH�KHOG�RQO\�SDUWO\�IRU�SULYDWH�SXUSRVHV���7KH�DSSURDFK

UHFRPPHQGHG�E\�WKH�5HYLHZ�ZLOO�DFKLHYH�D�PRUH�FRQVLVWHQW�WUHDWPHQW�RI�DVVHWV

XVHG�IRU�SULYDWH�SXUSRVHV�ZKLOH�UHSOLFDWLQJ�WKH�H[LVWLQJ�WUHDWPHQW�WR�D

VXEVWDQWLDO�H[WHQW�
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Current treatment of assets used privately

$VVHWV��RWKHU�WKDQ�D�WD[SD\HU·V�PDLQ�UHVLGHQFH��WKDW�DUH�XVHG�IRU�SULYDWH

SXUSRVHV�UHFHLYH�RQH�RI�WKUHH�VHSDUDWH�WD[�WUHDWPHQWV�XQGHU�WKH�FXUUHQW�ODZ�

� 3HUVRQDO�XVH�DVVHWV�³�LWHPV�RWKHU�WKDQ�ODQG�DQG�EXLOGLQJV�RU�FROOHFWDEOHV

KHOG�SULPDULO\�IRU�WKH�SULYDWH�XVH�DQG�HQMR\PHQW�RI�WKH�WD[SD\HU�³�DUH

VXEMHFW�WR�FDSLWDO�JDLQV�WD[�LI�WKHLU�SXUFKDVH�YDOXH�H[FHHGV�����������7KHUH�LV

QR�DOORZDQFH�IRU�FDSLWDO�ORVVHV�RU�H[SHQVHV�

� &ROOHFWDEOHV�³�LWHPV�VXFK�DV�DUWZRUNV��DQWLTXHV�DQG�FROOHFWLRQV�³�DUH

VXEMHFW�WR�FDSLWDO�JDLQV�WD[�LI�WKHLU�SXUFKDVH�YDOXH�H[FHHGV��������&DSLWDO

ORVVHV�RQ�FROOHFWDEOHV�DUH�TXDUDQWLQHG�WR�FDSLWDO�JDLQV�RQ�FROOHFWDEOHV�DQG

WKHUH�LV�QR�DOORZDQFH�IRU�H[SHQVHV�UHODWHG�WR�WKRVH�DVVHWV�

� 2WKHU�DVVHWV�KHOG�IRU�SULYDWH�XVH��VXFK�DV�ODQG�DQG�EXLOGLQJV��DQG�RWKHU

DVVHWV�QRW�KHOG�SULPDULO\�IRU�SULYDWH�XVH��DUH�VXEMHFW�WR�FDSLWDO�JDLQV�WD[�DQG

ORVVHV�DUH�WUHDWHG�DV�RUGLQDU\�FDSLWDO�ORVVHV���,I�WKRVH�DVVHWV�ZHUH�DFTXLUHG

DIWHU����$XJXVW�������UHFXUUHQW�FRVWV��LQFOXGLQJ�LQWHUHVW�H[SHQVHV��DUH

FDSLWDOLVHG�LQWR�WKH�FRVW�EDVH�RI�WKH�DVVHW�³�RU�GHGXFWHG�DV�LQFXUUHG�DJDLQVW

DQ\�UHFXUUHQW�LQFRPH�JHQHUDWHG�E\�WKH�DVVHW���6XFK�FRVWV�FDQQRW�JLYH�ULVH�WR

D�FDSLWDO�ORVV�

$�FDSLWDO�JDLQ�RU�ORVV�LQ�UHVSHFW�RI�DQ�LQGLYLGXDO·V�PDLQ�UHVLGHQFH�LV�JHQHUDOO\

LJQRUHG�IRU�WD[�SXUSRVHV�XQGHU�WKH�FXUUHQW�ODZ�

Proposed treatment of assets used privately

8QGHU�WKH�SURSRVHG�DSSURDFK��WKH�FRQFHSW�RI�D�¶SHUVRQDO�XVH�DVVHW·�DQG�WKH

GLVFRQWLQXLWLHV�EHWZHHQ�WKH�WUHDWPHQW�RI�DVVHWV�XVHG�SDUWO\�RU�SULPDULO\�IRU

SULYDWH�SXUSRVHV�ZLOO�EH�UHPRYHG���%URDGO\��DQ�DVVHW�RWKHU�WKDQ�ODQG�ZLOO�EH�D

SULYDWH�DVVHW�LI�WKH�DVVHW�LV�KHOG�DQG�XVHG�E\�DQ�LQGLYLGXDO�VROHO\�IRU�SULYDWH�RU

GRPHVWLF�SXUSRVHV�DQG��H[FHSW�LI�WKH�DVVHW�LV�D�GHSUHFLDEOH�DVVHW�WKDW�LV�QRW�DOVR

D�FROOHFWDEOH��LWV�FRVW�LV�QRW�PRUH�WKDQ���������

Depreciable assets

'HSUHFLDEOH�DVVHWV�ZLOO�EH�WUHDWHG�LQ�D�PDQQHU�VLPLODU�WR�WKH�SUHVHQW�WUHDWPHQW�

([SHQVHV�DQG�WKDW�SDUW�RI�WKH�EDODQFLQJ�DGMXVWPHQW�UHODWLQJ�WR�WKH�SULYDWH�XVH

RI�WKH�DVVHW�ZLOO�EH�H[FOXGHG�IURP�WKH�FDOFXODWLRQ�RI�WD[DEOH�LQFRPH���7KH

H[FOXVLRQ�RI�H[SHQVHV�DQG�DQ\�ORVV�LQ�YDOXH�DVVRFLDWHG�ZLWK�WKH�SULYDWH�XVH�RI�D

GHSUHFLDEOH�DVVHW�UHIOHFWV�WKH�IDFW�WKDW�WKH�EHQHILW�GHULYHG�IURP�WKRVH�FRVWV�LV

QRW�WD[HG�

Land and buildings

)RU�ODQG�DQG�EXLOGLQJV�DFTXLUHG�DIWHU����-XQH�������WKH�UHFRPPHQGHG

DSSURDFK�UHTXLUHV�IRU�WD[�SXUSRVHV�WKH�VHSDUDWLRQ�RI�WKH�ODQG�IURP�DQ\
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VWUXFWXUHV���7KH�UHTXLUHG�LQIRUPDWLRQ�ZLOO�EH�DYDLODEOH�IRU�VWUXFWXUHV

FRPPHQFHG�WR�EH�FRQVWUXFWHG�DIWHU����-XQH�������DV�D�FRQVHTXHQFH�RI�WKH

SURSRVHG�VHSDUDWLRQ�RI�ODQG�DQG�EXLOGLQJV�IRU�WKH�SXUSRVHV�RI�D�VRXQGHU

WUHDWPHQW�RI�EXLOGLQJ�GHSUHFLDWLRQ��5HFRPPHQGDWLRQ�������

7KH�WUHDWPHQW�IRU�ODQG�ZLOO�EH�VLPLODU�WR�WKDW�ZKLFK�FXUUHQWO\�DSSOLHV��ZLWK

GLUHFWO\�DWWULEXWDEOH�H[SHQGLWXUHV��LQFOXGLQJ�LQWHUHVW�DQG�UDWHV��EHLQJ�DGGHG�WR

WKH�WD[�YDOXH�RI�WKH�DVVHW�WR�WKH�H[WHQW�WKDW�WKH�ODQG�LV�QRW�XVHG�IRU�LQFRPH

SURGXFLQJ�SXUSRVHV��RWKHU�WKDQ�D�FDSLWDO�JDLQ�RQ�UHDOLVDWLRQ����2QH�GLIIHUHQFH

ZLOO�EH�WKDW�H[SHQVHV�LQFOXGHG�LQ�WKH�WD[�YDOXH�RI�ODQG�FRXOG�JLYH�ULVH�WR�D�ORVV

RQ�GLVSRVDO��ZKHUHDV�DW�SUHVHQW�VXFK�FRVWV�FDQ�EH�XVHG�RQO\�WR�RIIVHW�D�JDLQ�

([SHQVHV�DVVRFLDWHG�ZLWK�VWUXFWXUHV�DWWDFKHG�WR�WKH�ODQG�ZLOO�EH�DSSRUWLRQHG

RQ�WKH�EDVLV�RI�WKH�SULYDWH�DQG�QRQ�SULYDWH�XVDJH�RI�WKRVH�DVVHWV��DV�IRU�RWKHU

GHSUHFLDEOH�DVVHWV�XVHG�SDUWLDOO\�IRU�SULYDWH�SXUSRVHV���7KLV�GLIIHUV�IURP�WKH

SUHVHQW�WUHDWPHQW�ZKHUH�DOO�QRQ�FDSLWDO�FRVWV�RI�RZQHUVKLS�IRU�ODQG�DQG

EXLOGLQJV�DUH�LQFOXGHG�LQ�WKH�FRVW�EDVH�RI�WKH�FRPELQHG�DVVHW���&RVWV

DWWULEXWDEOH�WR�WKH�EXLOGLQJ�ZLOO�QRW�EH�FDSLWDOLVHG�H[FHSW�IRU�WKH�FDSLWDO�FRVWV�RI

DFTXLVLWLRQ�DQG�LPSURYHPHQW���7KLV�DSSURDFK�LV�FRQVLVWHQW�ZLWK�WKH�WUHDWPHQW

IRU�RWKHU�GHSUHFLDEOH�DVVHWV���7KH�FKDQJHG�DSSURDFK�ZLOO�DSSO\�RQO\�WR

EXLOGLQJV�DFTXLUHG�RU�FRQVWUXFWHG�DIWHU����-XQH������

$V�DQ�H[DPSOH��LQ�WKH�FDVH�RI�D�UHVLGHQWLDO�SURSHUW\�XVHG�RQH�WKLUG�RI�WKH�WLPH

IRU�SULYDWH�SXUSRVHV�DQG�WZR�WKLUGV�RI�WKH�WLPH�IRU�LQFRPH�SURGXFLQJ

SXUSRVHV�

� WZR�WKLUGV�RI�WKH�DQQXDO�H[SHQVHV�DWWULEXWDEOH�WR�WKH�ODQG��VXFK�DV�LQWHUHVW

DQG�UDWHV��ZLOO�EH�GHGXFWHG�LQ�FDOFXODWLQJ�WD[DEOH�LQFRPH�LQ�HDFK�\HDU�DQG

RQH�WKLUG�ZLOO�EH�DGGHG�WR�WKH�WD[�YDOXH�RI�WKH�ODQG��DQG

� WZR�WKLUGV�RI�WKH�DQQXDO�H[SHQVHV�DVVRFLDWHG�ZLWK�WKH�EXLOGLQJ�DQG�XVH�RI

WKH�ODQG��VXFK�DV�PDLQWHQDQFH��YDULDEOH�FRVWV�DQG�RYHUKHDGV��ZLOO�EH

GHGXFWHG�ZLWK�WKH�UHPDLQLQJ�RQH�WKLUG�QRW�WDNHQ�LQWR�DFFRXQW�LQ�FDOFXODWLQJ

WD[DEOH�LQFRPH�RU�WKH�WD[�YDOXH�RI�WKH�EXLOGLQJ�RU�ODQG�

Collectables and other assets held at least partly for private use

5HFRPPHQGDWLRQ������I��ZLOO�UHVXOW�LQ�RQH�UHJLPH�IRU�FROOHFWDEOHV�DQG�RWKHU

QRQ�GHSUHFLDEOH�DVVHWV�KHOG�IRU�SULYDWH�XVH���7KHUH�ZLOO�EH�RQO\�RQH�WKUHVKROG

DFTXLVLWLRQ�DPRXQW�IRU�FDSLWDO�JDLQV�WUHDWPHQW�

&ROOHFWDEOHV�DQG�RWKHU�QRQ�GHSUHFLDEOH�DVVHWV�RQ�KDQG�RQ���-XO\������ZLOO�EH

FRYHUHG�E\�WKH�QHZ�UHJLPH���7KHUHIRUH��H[LVWLQJ�FROOHFWDEOHV�DFTXLUHG�IRU�PRUH

WKDQ������EXW�QR�PRUH�WKDQ���������ZLOO�QR�ORQJHU�EH�VXEMHFW�WR�FDSLWDO�JDLQV

WUHDWPHQW�ZKHQ�UHDOLVHG�

7KH�WUHDWPHQW�IRU�FROOHFWDEOHV�KHOG�E\�DQ�LQGLYLGXDO��RWKHU�WKDQ�DV�WUDGLQJ

VWRFN��DQG�RWKHU�QRQ�GHSUHFLDEOH�WDQJLEOH�DVVHWV�KHOG�E\�DQ�LQGLYLGXDO��RWKHU

WKDQ�ODQG��ZLOO�EH�GLIIHUHQW�IURP�WKH�SUHVHQW�WUHDWPHQW�LQ�VHYHUDO�UHVSHFWV���)RU
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FROOHFWDEOHV��WKH�PDLQ�GLIIHUHQFH�LV�WKDW�WKH�WKUHVKROG�DFTXLVLWLRQ�YDOXH�IRU

FDSLWDO�JDLQV�WD[DWLRQ�ZLOO�EH�LQFUHDVHG�IURP������XQGHU�WKH�SUHVHQW�ODZ�WR

����������)RU�RWKHU�QRQ�GHSUHFLDEOH�DVVHWV��DSDUW�IURP�ODQG���WKH�PDLQ

GLIIHUHQFH�OLHV�LQ�KDYLQJ�D�VLQJOH�WUHDWPHQW�IRU�DVVHWV�XVHG�DW�OHDVW�SDUWO\�IRU

SULYDWH�SXUSRVHV��UDWKHU�WKDQ�D�VHSDUDWH�WUHDWPHQW�IRU�DVVHWV�XVHG�SDUWO\�IRU

SULYDWH�SXUSRVHV�DQG�WKRVH�XVHG�SULPDULO\�IRU�SULYDWH�SXUSRVHV�

/LPLWLQJ�GHGXFWLELOLW\�RI�DQQXDO�H[SHQVHV�WR�WKH�H[WHQW�RI�UHFXUUHQW�LQFRPH

HDUQHG�IURP�WKH�DVVHW�LQ�WKH�VDPH�\HDU��WKRXJK�VRPHZKDW�DUELWUDU\��SURYLGHV

DQ�REMHFWLYH�WHVW�XSRQ�ZKLFK�WR�EDVH�WKH�DSSRUWLRQPHQW�RI�H[SHQVHV�

5HFRJQLVLQJ�WKDW�ORVVHV�RQ�FROOHFWDEOHV�DQG�RWKHU�QRQ�GHSUHFLDEOH�DVVHWV�KHOG

E\�LQGLYLGXDOV�SDUWO\�IRU�SULYDWH�XVH�FRXOG�UHIOHFW��LQ�SDUW��WKH�SULYDWH�XVH�RI�WKH

DVVHW��ORVVHV�RQ�WKRVH�DVVHWV�ZLOO�EH�TXDUDQWLQHG�WR�JDLQV�RQ�OLNH�DVVHWV�

&ROOHFWDEOHV�KHOG�E\�DQ�LQGLYLGXDO�DV�WUDGLQJ�VWRFN�ZLOO�EH�H[FOXGHG�IURP�WKLV

WUHDWPHQW�

Providing deductibility for blackhole
expenditures

Recommendation
4.14 Deductibility provided for blackhole expenditures

General principle

�D� 7KDW�EODFNKROH�H[SHQGLWXUHV�XQGHU�WKH�FXUUHQW�ODZ�EH�HLWKHU

H[SHQVHG��DPRUWLVHG�RU�FDSLWDOLVHG�ZKHUH�LQFXUUHG�DIWHU

���-XQH������

�E� 7KDW��FRQVLVWHQW�ZLWK�WKLV�SULQFLSOH��ZULWH�RII�EH�SURYLGHG�IRU�DVVHWV

VXFK�DV�OHDVH�SUHPLXPV��IUDQFKLVH�IHHV�DQG�WKH�FRVW�RI�DFTXLULQJ

LQGHIHDVLEOH�ULJKWV�RI�XVH��VHH�6HFWLRQ�����

Statutory deeming of economic life

�F� 7KDW�H[SHQGLWXUH�JLYLQJ�ULVH�WR�DVVHWV�RI�LQGHWHUPLQDWH��EXW�ILQLWH�

OLYHV�

�L� EH�DFFRUGHG��VWDWXWRU\�ZULWH�RII�RYHU�D�SHULRG�WR�EH

GHWHUPLQHG�RQ�D�FDVH�E\�FDVH�EDVLV��DQG

�LL� EH�SUHVFULEHG�LQ�WKH�,QFRPH�7D[�5HJXODWLRQV�DV�HOLJLEOH�IRU

WKDW�VWDWXWRU\�ZULWH�RII�

�G� 7KDW�WKH�FRVWV�RI�HVWDEOLVKLQJ�DQ�HQWLW\�DQG�DOO�IRUPV�RI�FDSLWDO

UDLVLQJ�H[SHQVHV�EH�SUHVFULEHG�DFFRUGLQJ�WR�SDUDJUDSK��F��ZLWK�D
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��\HDU�ZULWH�RII�SHULRG�DQG�D�PD[LPXP���\HDU�ZULWH�RII�SHULRG�

UHVSHFWLYHO\�

$�UDQJH�RI�H[SHQGLWXUHV��EODFNKROH�H[SHQGLWXUHV��LV�WUHDWHG�LQDSSURSULDWHO\

XQGHU�FXUUHQW�WD[�ODZ�LQ�WKDW�WKH�H[SHQGLWXUHV�DUH�HLWKHU�QRW�GHGXFWLEOH�RU�QRW

GHGXFWLEOH�LQ�D�PDQQHU�FRQVLVWHQW�ZLWK�WKHLU�HFRQRPLF�FKDUDFWHULVWLFV��VHH

$�3ODWIRUP�IRU�&RQVXOWDWLRQ�DW�SDJHV����������

8QGHU�WKH�FDVKIORZ�WD[�YDOXH�DSSURDFK�WR�GHWHUPLQLQJ�WD[DEOH�LQFRPH�

EODFNKROH�H[SHQGLWXUHV�ZLOO�EH�WUHDWHG�LQ�D�PDQQHU�FRQVLVWHQW�ZLWK�WKHLU

HFRQRPLF�FKDUDFWHULVWLFV���6SHFLILFDOO\��VXFK�H[SHQGLWXUH�ZLOO�EH�HLWKHU

H[SHQVHG��DPRUWLVHG�RU�FDSLWDOLVHG�

� ,I�WKH�H[SHQGLWXUH�GRHV�QRW�IRUP�SDUW�RI�WKH�WD[�YDOXH�RI�DQ�DVVHW�RU�GRHV

QRW�UHGXFH�D�OLDELOLW\��LW�ZLOO��LQ�HIIHFW��EH�LPPHGLDWHO\�GHGXFWLEOH�

� 6RPH�EODFNKROH�H[SHQGLWXUHV�ZLOO�KDYH�WKH�HIIHFW�RI�LPSURYLQJ�D

QRQ�GHSUHFLDEOH�DVVHW��LQ�ZKLFK�FDVH�WKH�H[SHQGLWXUH�ZLOO�EH�DGGHG�WR�WKH

WD[�YDOXH�RI�WKH�DVVHW���7KH�WD[�HIIHFW�ZRXOG�EH�WR�UHGXFH�WKH�WD[DEOH�JDLQ��RU

LQFUHDVH�WKH�DOORZDEOH�ORVV��ZKHQ�WKH�DVVHW�LV�GLVSRVHG�RI�

� ,I�WKH�H[SHQGLWXUH�LV�UHODWHG�WR�D�GHSUHFLDEOH�DVVHW��WKH�H[LVWLQJ�EODFNKROH

H[SHQGLWXUH�ZLOO�EH�ZULWWHQ�RII�E\�UHIHUHQFH�WR�WKH�HIIHFWLYH�OLIH�RI�WKH�DVVHW�

,Q�RWKHU�FDVHV��ZKLOH�WKH�DVVHW�DULVLQJ�IURP�WKH�H[SHQGLWXUH�LV�D�ZDVWLQJ�DVVHW

XOWLPDWHO\�KDYLQJ�QR�YDOXH��LW�PD\�QRW�EH�REYLRXVO\�UHODWHG�WR�RWKHU�DVVHWV�RI

WKH�WD[SD\HU�WKDW�DUH�UHFRJQLVHG�IRU�WD[�SXUSRVHV���6WDWXWRU\�ZULWH�RII�LV

UHOHYDQW�LQ�WKHVH�FDVHV�

Different treatments of blackhole expenditures

Immediate deduction

$�UDQJH�RI�EODFNKROH�H[SHQGLWXUHV�GR�QRW�KDYH�DQ�HQGXULQJ�YDOXH�RU�WKH

HQGXULQJ�YDOXH�FDQQRW�EH�UHDVRQDEO\�HVWLPDWHG���8QGHU�WKH�FDVKIORZ�WD[�YDOXH

DSSURDFK��VXFK�H[SHQGLWXUHV�ZLOO�EH�LPPHGLDWHO\�GHGXFWLEOH���:KHWKHU�DQ�LWHP

RI�H[SHQGLWXUH�ILWV�ZLWKLQ�WKLV�FDWHJRU\�ZRXOG�GHSHQG�RQ�WKH�SDUWLFXODU�IDFWV

DQG�FLUFXPVWDQFHV�

7KH�IROORZLQJ�DUH�H[DPSOHV�RI�EODFNKROH�H[SHQGLWXUH�WKDW�JHQHUDOO\�ZLOO�EH

LPPHGLDWHO\�GHGXFWLEOH�EHFDXVH�WKH\�ZRXOG�QRW�IRUP�SDUW�RI�WKH�WD[�YDOXH�RI

DQ�DVVHW�

� FRVWV�RI�GHIHQGLQJ�WLWOH�WR�DQ�DVVHW��LQFOXGLQJ�QDWLYH�WLWOH�FODLPV��ZKHUH

FODLPV�RYHU�WKH�WLWOH�DUH�ORGJHG�ZKLOH�WKH�SHUVRQ�RZQV�WKH�SURSHUW\�

� FRVWV�RI�GHIHQGLQJ�D�WDNHRYHU��ZKHWKHU�VXFFHVVIXO�RU�QRW�

� FRVWV�RI�ZLQGLQJ�XS�RU�FORVLQJ�D�EXVLQHVV�

� H[SHQGLWXUHV�WKDW�FRQWULEXWH�WR�WKH�FUHDWLRQ�RI�EXVLQHVV�JRRGZLOO��VXFK�DV

EXVLQHVV�UHORFDWLRQ�FRVWV�DQG�PDUNHW�GHYHORSPHQW�FRVWV�XQOHVV�WKH

H[SHQGLWXUHV�JLYH�ULVH�WR��RU�LPSURYH��D�UHFRJQLVDEOH�DVVHW�
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� FRVWV�RI�DQ�XQVXFFHVVIXO�WDNHRYHU��GHGXFWLEOH�DW�WKH�WLPH�RI�DEDQGRQPHQW

RI�WKH�DFWLRQ��VXFK�DV�WKH�FRVWV�RI�SUHSDULQJ�WDNHRYHU�GRFXPHQWV�WR�REWDLQ�D

VWUDWHJLF�VWDNH�LQ�D�WDUJHW�FRPSDQ\��EXW�QRW�WKH�FRVWV�RI�VKDUHV�DFTXLUHG�DQG

DVVRFLDWHG�H[SHQVHV���DQG

� FRVWV�RI�GHPROLVKLQJ�DQ�DVVHW�ZKLFK�KDV�EHHQ�KHOG�E\�WKH�WD[SD\HU�IRU�WKH

SXUSRVHV�RI�SURGXFLQJ�LQFRPH�RWKHU�WKDQ�D�FDSLWDO�JDLQ�RQ�WKH�DVVRFLDWHG

SURSHUW\�

Not deductible until asset is disposed of

6RPH�EODFNKROH�H[SHQGLWXUH�KDV�WKH�HIIHFW�RI�LPSURYLQJ�D�QRQ�GHSUHFLDEOH

DVVHW��LQ�ZKLFK�FDVH�WKH�H[SHQGLWXUH�ZLOO�EH�DGGHG�WR�WKH�WD[�YDOXH�RI�WKH�DVVHW�

,Q�VXFK�FDVHV��WKH�WD[�HIIHFW�ZRXOG�EH�WR�UHGXFH�WKH�WD[DEOH�JDLQ��RU�LQFUHDVH

WKH�DOORZDEOH�ORVV��ZKHQ�WKH�DVVHW�LV�GLVSRVHG�RI���([SHQGLWXUHV�IDOOLQJ�LQWR�WKLV

FDWHJRU\�LQFOXGH�

� FRVWV�RI�GHPROLWLRQ�WKDW�KDYH�WKH�HIIHFW�RI�LPSURYLQJ�WKH�XQGHUO\LQJ

SURSHUW\�EH\RQG�LWV�FRQGLWLRQ�DW�WKH�WLPH�LW�ZDV�DFTXLUHG�

� FRVWV�RI�ODQGVFDSLQJ�DQG�RWKHU�HDUWKZRUNV�WR�EH�PDLQWDLQHG�RQ�DQ�LQGHILQLWH

EDVLV�

� FRVWV�RI�VXFFHVVIXO�IHDVLELOLW\�VWXGLHV�UHODWLQJ�WR�QRQ�ZDVWLQJ�DVVHWV�

� FRVWV�RI�VXFFHVVIXO�WDNHRYHUV��DQG

� FRVWV�RI�GHIHQGLQJ�WLWOH�WR�DQ�DVVHW��LQFOXGLQJ�QDWLYH�WLWOH��LI�WKH�DVVHW�ZDV

DFTXLUHG�ZLWK�WKH�NQRZOHGJH�WKDW�WKH�WLWOH��RU�RWKHU�ULJKWV�RYHU�WKH�DVVHW�

ZHUH�LQ�GLVSXWH�³�RWKHUZLVH�WKLV�H[SHQGLWXUH�ZRXOG�EH�LPPHGLDWHO\

GHGXFWLEOH�

Amortisation

([SHQGLWXUHV�WKDW�ZLOO�DWWUDFW�ZULWH�RII�DFFRUGLQJ�WR�WKH�HIIHFWLYH�OLIH�RI�WKH

DVVRFLDWHG�GHSUHFLDEOH�DVVHW�LQFOXGH�

� FRVWV�RI�VXFFHVVIXO�IHDVLELOLW\�DQG�HQYLURQPHQWDO�LPSDFW�VWXGLHV�UHODWLQJ�WR

GHSUHFLDEOH�DVVHWV�

� FRVWV�RI�RUQDPHQWDO�WUHHV�DQG�VKUXEV��DQG

� FRQWULEXWLRQV�WR�ORFDO�RU�UHJLRQDO�LQIUDVWUXFWXUH�DV�D�FRQGLWLRQ�IRU

FRQVWUXFWLQJ�GHSUHFLDEOH�DVVHWV�

Other write-off arrangements

7KH�ZULWH�RII�DUUDQJHPHQWV�IRU�D�UDQJH�RI�RWKHU�H[SHQGLWXUHV�WKDW�PLJKW�EH

FRQVLGHUHG�WR�EH�EODFNKROH�H[SHQGLWXUHV�DUH�FRYHUHG�LQ�WKH�SURSRVHG�WUHDWPHQW

RI�OHDVHV�DQG�ULJKWV���7KHVH�H[SHQGLWXUHV�LQFOXGH�OHDVH�SUHPLXPV��IUDQFKLVH�IHHV

DQG�WKH�FRVW�RI�DFTXLULQJ�LQGHIHDVLEOH�ULJKWV�RI�XVH�
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6RPH�H[SHQGLWXUHV�JLYH�ULVH�WR�DQ�DVVHW�ZKLFK�ZLOO�FHDVH�WR�KDYH�YDOXH�DW�VRPH

WLPH�EXW�ZKRVH�OLIH�LV�LQGHWHUPLQDWH�DQG�GR�QRW�REYLRXVO\�UHODWH�WR�RWKHU

UHOHYDQW�DVVHWV�RI�WKH�WD[SD\HU�WKDW�DUH�UHFRJQLVHG�IRU�WD[�SXUSRVHV���([DPSOHV

RI�VXFK�DVVHWV�LQFOXGH�EXVLQHVV�VWDUW�XS�FRVWV��VXFK�DV�

� FRVWV�RI�HVWDEOLVKLQJ�DQ�HQWLW\��LQFOXGLQJ�FRPSDQ\�SUH�LQFRUSRUDWLRQ

H[SHQVHV�VXFK�DV�OHJDO�H[SHQVHV�DQG�VWDWXWRU\�FKDUJHV��DQG

� FRVWV�RI�UDLVLQJ�HTXLW\�DQG�ERUURZLQJV�IRU�DQ�LQGHILQLWH�SHULRG��IRU�H[DPSOH�

SURVSHFWXV�DQG�XQGHUZULWLQJ�FRVWV��

8QGHU�WKH�H[LVWLQJ�ODZ��WKH�FRVWV�RI�ERUURZLQJ�DUH�HOLJLEOH�IRU�ZULWH�RII�RYHU

WKH�OHVVHU�RI�ILYH�\HDUV�RU�WKH�GXUDWLRQ�RI�WKH�ERUURZLQJ���,Q�FRQWUDVW��WKH�FRVWV

RI�HTXLW\�UDLVLQJ�DUH�EODFNKROH�H[SHQGLWXUHV��GHVSLWH�WKH�VLPLODULWLHV�RI�D

ERUURZLQJ�WR�DQ�HTXLW\�UDLVLQJ���)RU�H[DPSOH��D�EXVLQHVV�FDQ�FKRRVH�WR�UDLVH

DGGLWLRQDO�FDSLWDO�HLWKHU�WKURXJK�D�SHUSHWXDO�IORDWLQJ�UDWH�QRWH�RU�QHZ�HTXLW\�

7KHUH�LV�WKXV�D�VWURQJ�FDVH�IRU�DSSO\LQJ�WKH�VDPH�WD[DWLRQ�WUHDWPHQW�WR�DOO

IRUPV�RI�FDSLWDO�UDLVLQJ�H[SHQVHV�

7KH�H[LVWLQJ�ODZ�WUHDWPHQW�RI�D�PD[LPXP���\HDU�VWDWXWRU\�ZULWH�RII�IRU�WKH

ERUURZLQJ�FRVWV�ZRXOG�EH�DQ�DSSURSULDWH�EDVLV�WR�ZULWH�RII�WKH�FRVWV�RI�UDLVLQJ

HTXLW\�

3UH�LQFRUSRUDWLRQ�H[SHQVHV�KDYH�VLPLODU�DWWULEXWHV�WR�FDSLWDO�UDLVLQJV�DV�WKH\

FDQ�EH�QHFHVVDU\�SUHUHTXLVLWHV�IRU�FRPPHQFLQJ�D�EXVLQHVV���7KH�5HYLHZ

FRQVLGHUV�WKDW�WKHVH�H[SHQVHV�VKRXOG�EH�DFFRUGHG�D���\HDU�VWDWXWRU\�ZULWH�RII�

7KH�5HYLHZ�PD\�QRW�KDYH�LGHQWLILHG�DOO�H[SHQGLWXUHV�IRU�ZKLFK�WKH�VWDWXWRU\

ZULWH�RII�ZRXOG�EH�DSSURSULDWH���7KH�UHFRPPHQGDWLRQ�WR�LQFOXGH�RWKHU

H[SHQGLWXUHV��DQG�WKHLU�ZULWH�RII�SHULRG��XQGHU�WKH�,QFRPH�7D[�5HJXODWLRQV��DV

WKH\�DUH�LGHQWLILHG��ZLOO�IDFLOLWDWH�WKH�IXWXUH�RSHUDWLRQ�RI�WKH�ODZ�

Feasibility and similar studies

,Q�VRPH�FDVHV��LW�LV�QRW�HYLGHQW�DW�WKH�WLPH�RI�LQFXUULQJ�H[SHQGLWXUH�ZKHWKHU�RU

QRW�LW�ZLOO�SURGXFH�HLWKHU�DQ�DVVHW��RU�DQ�LPSURYHPHQW�WR�DQ�DVVHW���IRU

H[DPSOH��D�IHDVLELOLW\��HQYLURQPHQWDO�LPSDFW�RU�PDUNHW�VWXG\���,I�WKH�VWXG\�LV

DEDQGRQHG��WKHUH�ZRXOG�EH�QR�DVVHW�DQG�LWV�FRVW�ZLOO�EHFRPH�GHGXFWLEOH�DW�WKDW

WLPH���,I�WKH�SURMHFW�SURFHHGV��WKH�H[SHQGLWXUH�ZLOO�EH�LQFOXGHG�LQ�WKH�WD[�YDOXH

RI�WKH�DVVHWV�DVVRFLDWHG�ZLWK�WKH�SURMHFW�
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General deductibility of interest
Recommendation

4.15 General deductibility of interest

General provisions

�D� 7KDW�LQWHUHVW�H[SHQGLWXUH�EH�YLHZHG�DV�WKH�FRVW�RI�PDLQWDLQLQJ

DFFHVV�WR�WKH�FDSLWDO�IXQGV�XQGHUO\LQJ�D�EXVLQHVV�DQG�KHQFH�EH

GHGXFWLEOH�LQ�FDOFXODWLQJ�WD[DEOH�LQFRPH�LQ�WKH�\HDU�LQFXUUHG

H[FHSW�

�L� ZKHQ�LQFXUUHG�DV�D�SULYDWH�RU�GRPHVWLF�H[SHQVH�

�LL� ZKHQ�LQFXUUHG�WR�HDUQ�H[HPSW�LQFRPH�³�RWKHU�WKDQ�H[HPSW

IRUHLJQ�VRXUFH�LQFRPH��VHH�5HFRPPHQGDWLRQV������DQG�������

�LLL� ZKHQ�WKH�LQWHUHVW�LV�SUHSDLG��VHH�5HFRPPHQGDWLRQ�������RU

�LY� LQ�UHVSHFW�RI�ERUURZLQJV�UHODWLQJ�WR�ODQG�ZKLFK�LV�KHOG�E\�DQ

LQGLYLGXDO�EXW�QRW�XVHG�IRU�LQFRPH�SURGXFLQJ�SXUSRVHV

�RWKHU�WKDQ�WKH�UHDOLVDWLRQ�RI�D�FDSLWDO�JDLQ����VHH

5HFRPPHQGDWLRQ������G��

Payment of tax liability

�E� 7KDW�LQWHUHVW�LQ�UHVSHFW�RI�ERUURZLQJV�WR�IXQG�WKH�SD\PHQW�RI�WD[

OLDELOLWLHV�QRW�EH�WUHDWHG�DV�D�SULYDWH�H[SHQVH�

7KH�WUHDWPHQW�RI�LQWHUHVW�H[SHQVHV�XQGHU�WKH�FXUUHQW�ODZ�GLIIHUV�GHSHQGLQJ

XSRQ�ZKHWKHU�WKH�H[SHQVH�LV�LQFXUUHG�

� EHIRUH�DQ�LQFRPH�HDUQLQJ�DFWLYLW\�

� LQ�FRQQHFWLRQ�ZLWK�WKH�HDUQLQJ�RI�FDSLWDO�JDLQV��RU

� DV�SDUW�RI�WKH�SURFHVV�RI�HDUQLQJ�UHFXUUHQW�LQFRPH�

,Q�SUDFWLFH��WKHVH�SULQFLSOHV�RI�GHGXFWLELOLW\�DUH�GLIILFXOW�WR�DSSO\�FRQVLVWHQWO\

GXH�WR�WKH�IXQJLEOH�QDWXUH�RI�GHEW���7KLV�UHVXOWV�LQ�XQFHUWDLQW\�DQG�LQFUHDVHG

FRPSOLDQFH�FRVWV��VXFK�DV�LQ�VHHNLQJ�UXOLQJV�WR�FODULI\�WKH�WUHDWPHQW�RI�LQWHUHVW

LQ�UHODWLRQ�WR�PDMRU�LQYHVWPHQW�SURMHFWV�

7KH�UHFRPPHQGHG�WUHDWPHQW�ZLOO�VLJQLILFDQWO\�UHGXFH�WKH�FXUUHQW�XQFHUWDLQW\

VXUURXQGLQJ�LQWHUHVW�GHGXFWLELOLW\���,W�ZLOO�DOVR�UHVXOW�LQ�PRUH�HTXLWDEOH

WUHDWPHQW�IRU�WD[SD\HUV�

$V�QRWHG�LQ�$�3ODWIRUP�IRU�&RQVXOWDWLRQ��SDJH������LQWHUHVW�VKRXOG�QRW�EH�YLHZHG

VLPSO\�DV�D�FRVW�RI�HDUQLQJ�UHFXUUHQW�LQFRPH���,W�LV�EHWWHU�YLHZHG�DV�WKH�FRVW�RI

PDLQWDLQLQJ�DFFHVV�WR�WKH�FDSLWDO�IXQGV�XQGHUO\LQJ�D�EXVLQHVV���7KH�ILQDQFLDO
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OLDELOLW\�EDVH�RI�D�EXVLQHVV�FDQ�EH�YLHZHG�VLPLODUO\�WR��EXW�VHSDUDWHO\�IURP��WKH

UHDO�DVVHW�EDVH�RI�D�WD[SD\HU���*LYHQ�WKDW�LQWHUHVW�H[SHQGLWXUH�GRHV�QRW�GLUHFWO\

FKDQJH�WKH�YDOXH�RI�WKH�DVVHW�EDVH�RI�WKH�WD[SD\HU��LW�LV�DSSURSULDWHO\�GHGXFWLEOH

LQ�WKH�\HDU�LQFXUUHG�³�RWKHU�WKDQ�WR�WKH�H[WHQW�WR�ZKLFK�WKH�LQWHUHVW�LV�SUHSDLG

WKHUHE\�UHVXOWLQJ�LQ�DQ�DVVHW�RQ�KDQG�DW�WKH�HQG�RI�D�\HDU�

,QWHUHVW�LQ�UHVSHFW�RI�ERUURZLQJV�E\�HQWLWLHV�WR�ILQDQFH�GLVWULEXWLRQV�RI�HTXLW\

DQG�GLYLGHQGV��RU�WR�ILQDQFH�WD[�OLDELOLWLHV��ZLOO�QRW�EH�SULYDWH�H[SHQGLWXUH

�5HFRPPHQGDWLRQ�������DQG�ZLOO�WKHUHIRUH�UHGXFH�WD[DEOH�LQFRPH�LQ�WKH�\HDU

LQFXUUHG���7KLV�PHDVXUH�ZLOO�UHPRYH�WKH�QHHG�WR�LGHQWLI\�WKH�SXUSRVH�DQG�XVH

RI�DQ\�ERUURZLQJV�E\�DQ�HQWLW\��RWKHU�WKDQ�LQ�FRQQHFWLRQ�ZLWK�WKH�HDUQLQJ�RI

H[HPSW�LQFRPH���,Q�SUDFWLFH��PDQ\�EXVLQHVV�WD[SD\HUV�DUH�FXUUHQWO\�DEOH�WR

DUUDQJH�WKHLU�DIIDLUV�WR�HQVXUH�LPPHGLDWH�GHGXFWLELOLW\�RI�LQWHUHVW�RQ

ERUURZLQJV�HVVHQWLDOO\�XVHG�WR�SD\�WD[�

*HQHUDO�GHGXFWLELOLW\�IRU�LQWHUHVW�ZLOO�QRW�H[WHQG�WR�ERUURZLQJV�E\�LQGLYLGXDOV

DJDLQVW�DVVHWV�ZKHUH�WKH�SXUSRVH�RU�XVH�RI�WKRVH�ERUURZLQJV�LV�WR�ILQDQFH

SULYDWH�H[SHQGLWXUH���,Q�RWKHU�ZRUGV��WKH�H[LVWLQJ�SXUSRVH�RU�XVH�WHVWV�ZLOO

FRQWLQXH�WR�DSSO\�IRU�LQGLYLGXDOV�

7KH�FXUUHQW�WUHDWPHQW�RI�LQWHUHVW�RQ�ERUURZLQJV�LQ�UHVSHFW�RI�ODQG�KHOG�E\

LQGLYLGXDOV�IRU�SULYDWH�XVH���FDSLWDOLVDWLRQ�RI�LQWHUHVW�H[SHQVHV���LV�DOVR�WR

FRQWLQXH��5HFRPPHQGDWLRQ������G���

,Q�WKH�LQWHUQDWLRQDO�DUHQD��FRQGLWLRQDO�RQ�WKH�5HYLHZ·V�WKLQ�FDSLWDOLVDWLRQ

SURSRVDOV�LQ�UHODWLRQ�WR�$XVWUDOLDQ�PXOWLQDWLRQDO�LQYHVWRUV

�5HFRPPHQGDWLRQ��������LQWHUHVW�GHGXFWLELOLW\�ZLOO�QR�ORQJHU�EH�GHQLHG�IRU

LQWHUHVW�H[SHQVHV�LQFXUUHG�LQ�HDUQLQJ�IRUHLJQ�VRXUFH�LQFRPH�

7R�PDLQWDLQ�HTXLW\�ZLWK�WKH�WUHDWPHQW�IRU�HQWLWLHV��LW�LV�DSSURSULDWH�WKDW�LQWHUHVW

LQ�UHVSHFW�RI�ERUURZLQJV�XQGHUWDNHQ�E\�LQGLYLGXDOV�WR�PHHW�WKHLU�WD[�OLDELOLWLHV

QRW�EH�WUHDWHG�DV�D�SULYDWH�H[SHQVH���,Q�SUDFWLFH��PRVW�LQGLYLGXDO�WD[SD\HUV�GR

QRW�QHHG�WR�ERUURZ�WR�SD\�WD[�OLDELOLWLHV�EHFDXVH�WD[�LV�JHQHUDOO\�GHGXFWHG�DW

VRXUFH�

Definition and valuation of trading
stock

Recommendation
4.16 Definition of trading stock

7KDW�WUDGLQJ�VWRFN�EH�GHILQHG�DV�
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�L� DQ\�WDQJLEOH�DVVHW��RU�DQ�LQWHUHVW�LQ�D�WDQJLEOH�DVVHW�DV�D�MRLQW

RZQHU��ZKLFK�

� LV�SURGXFHG��PDQXIDFWXUHG�RU�DFTXLUHG��DQG

� LV�KHOG�IRU�WKH�SXUSRVHV�RI�PDQXIDFWXUH��VDOH�RU�H[FKDQJH�LQ

WKH�RUGLQDU\�FRXUVH�RI�D�EXVLQHVV��RU

�LL� OLYHVWRFN�

7KH�SRVVLELOLW\�RI�UHPRYLQJ�WKH�FXUUHQW�DUELWUDU\�DQG�XQFHUWDLQ�GLIIHUHQWLDWLRQ

EHWZHHQ�WUDGLQJ�VWRFN��¶UHYHQXH·�DVVHWV�DQG�¶FDSLWDO·�DVVHWV�ZDV�FDQYDVVHG�LQ�WKH

2YHUYLHZ�RI�$�3ODWIRUP�IRU�&RQVXOWDWLRQ��SDJH�������2SWLRQV�IRU�YDOXLQJ�WUDGLQJ

VWRFN�ZHUH�FDQYDVVHG�LQ�&KDSWHU���RI�$�3ODWIRUP�IRU�&RQVXOWDWLRQ�

7KH�FRVW�RI�SXUFKDVLQJ�RU�PDQXIDFWXULQJ�WUDGLQJ�VWRFN�GXULQJ�D�\HDU�UHGXFHV

WD[DEOH�LQFRPH�³�DQG�WKH�WD[�YDOXH�RI�DQ\�RI�WKLV�WUDGLQJ�VWRFN�KHOG�DW�WKH�HQG

RI�WKH�\HDU�DGGV�WR�WD[DEOH�LQFRPH���7KLV�WUHDWPHQW�RI�H[SHQGLWXUH�RQ�WUDGLQJ

VWRFN�LV�WKH�VDPH�LQ�SUDFWLFH�DV�WKDW�SURSRVHG�XQGHU�WKH�FDVKIORZ�WD[�YDOXH

DSSURDFK���$V�VXFK��WKH�UHWHQWLRQ�RI�WKH�H[LVWLQJ�FRQFHSW�RI�WUDGLQJ�VWRFN�LV�QRW

UHTXLUHG�VLPSO\�IRU�WKH�SXUSRVHV�RI�DSSO\LQJ�WKDW�DSSURDFK�

:KHUH�WKH�FRQFHSW�RI�WUDGLQJ�VWRFN��QHYHUWKHOHVV��UHPDLQV�UHOHYDQW�LV�LQ

GHILQLQJ�WKH�PDQQHU�LQ�ZKLFK�DVVHWV�WKDW�DUH�KHOG�E\�D�EXVLQHVV�IRU�WUDGLQJ

SXUSRVHV�VKRXOG�EH�WD[HG���,Q�SDUWLFXODU��FRQVLVWHQW�ZLWK�WKH�WUHDWPHQW�XQGHU

H[LVWLQJ�ODZ��JDLQV�RQ�GLVSRVDO�RI�WUDGLQJ�VWRFN�DVVHWV�VKRXOG�QRW�EH�HOLJLEOH�IRU

FDSLWDO�JDLQV�WD[�WUHDWPHQW�ZKLOH�ORVVHV�RQ�VXFK�DVVHWV�VKRXOG�QRW�EH�VXEMHFW�WR

TXDUDQWLQLQJ��VHH�5HFRPPHQGDWLRQ���������&DSLWDO�JDLQV�WD[�WUHDWPHQW�LV�DLPHG

DW�HQFRXUDJLQJ�LQYHVWPHQW�ZKLOH�TXDUDQWLQLQJ�RI�ORVVHV�LV�GHVLJQHG�WR�OLPLW�WKH

FRQVHTXHQFHV�RI�VHOHFWLYH�UHDOLVDWLRQ�RI�FDSLWDO�JDLQV�DQG�ORVVHV���1HLWKHU�RI

WKHVH�DVSHFWV�RI�WKH�WUHDWPHQW�RI�FDSLWDO�JDLQV�DQG�ORVVHV�LV�UHOHYDQW�WR�WUDGLQJ

VWRFN�DVVHWV�

$V�DJDLQVW�WKH�GHILQLWLRQ�RI�WUDGLQJ�VWRFN�LQ�WKH�FXUUHQW�ODZ��WKH�SURSRVHG

GHILQLWLRQ�

� H[FOXGHV�LQWDQJLEOH�DVVHWV��VXFK�DV�VKDUHV�DQG�RWKHU�ILQDQFLDO�DVVHWV��DQG

� LQFOXGHV�LQWHUHVWV�LQ�WUDGLQJ�VWRFN��VXFK�DV�WKRVH�KHOG�E\�MRLQW�YHQWXUHUV�DQG

SDUWQHUV�

,Q�WKH�FDVH�RI�ILQDQFLDO�DVVHWV��LW�LV�ERWK�FRQFHSWXDOO\�DQG�SUDFWLFDOO\�GLIILFXOW�WR

GLVWLQJXLVK�EHWZHHQ�LQGLYLGXDO�LWHPV�RQ�WKH�EDVLV�RI�ZKHWKHU�WKH\�DUH�KHOG�IRU

WUDGLQJ�RU�LQYHVWPHQW�SXUSRVHV���KHQFH��WKH�UHFRPPHQGHG�WDUJHWLQJ�RI�WKH

WUDGLQJ�VWRFN�GHILQLWLRQ�WR�WDQJLEOH�DVVHWV���)LQDQFLDO�VHUYLFHV�HQWLWLHV�RIWHQ

DFFRXQW�IRU�WKHLU�WUDGLQJ�DFWLYLWLHV�RQ�D�PDUN�WR�PDUNHW�EDVLV�DQG�WKHLU

LQYHVWPHQW�DFWLYLWLHV�RQ�DQ�DFFUXDOV�RU�UHDOLVDWLRQ�EDVLV���7KH�SURSRVHG�HOHFWLYH

PDUNHW�YDOXH�UHJLPH�IRU�WD[�SXUSRVHV��5HFRPPHQGDWLRQ������ZLOO�DOORZ
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ILQDQFLDO�VHUYLFHV�HQWLWLHV�WR�DFKLHYH�D�PDWFK�EHWZHHQ�WD[�DQG�DFFRXQWLQJ

WUHDWPHQW�

,QWHUHVWV�LQ�WUDGLQJ�VWRFN�RI�PHPEHUV�RI�XQLQFRUSRUDWHG�MRLQW�YHQWXUHV�DQG

RUGLQDU\�SDUWQHUVKLSV�ZLOO�DOVR�EH�WUHDWHG�DV�WUDGLQJ�VWRFN���8QGHU

5HFRPPHQGDWLRQ��������D�IUDFWLRQDO�LQWHUHVW�DSSURDFK�WR�FRPSXWLQJ�WD[DEOH

LQFRPH�ZLOO�DSSO\�WR�VXFK�VWUXFWXUHV�XQOHVV�WKH�PHPEHUV�HOHFW�WR�DSSO\�D�MRLQW

DSSURDFK���8QGHU�WKH�IUDFWLRQDO�LQWHUHVW�DSSURDFK��PHPEHUV�ZLOO�DFFRXQW

VHSDUDWHO\�IRU�WKHLU�LQWHUHVWV�LQ�WUDGLQJ�VWRFN�

7UDGLQJ�VWRFN�ZLOO�DOVR�LQFOXGH�ODQG��LQFOXGLQJ�ODQG�KHOG�XQGHU�D�ORQJ�WHUP�RU

SHUSHWXDO�OHDVH�JUDQWHG�E\�WKH�&URZQ��FXUUHQWO\�GHILQHG�DV�WUDGLQJ�VWRFN�DQG

OLYHVWRFN�KHOG�IRU�WKH�SXUSRVH�RI�SULPDU\�SURGXFWLRQ�

Recommendation

4.17 Tax values of trading stock assets

Tax valuation methods

�D� 7KDW��VXEMHFW�WR�SDUDJUDSK��E���WUDGLQJ�VWRFN�EH�YDOXHG�DW�WKH�ORZHU

RI�FRVW�RU�QHW�UHDOLVDEOH�YDOXH�

�E� 7KDW�D�WD[SD\HU�KDYH�WKH�RSWLRQ�WR�PDNH�D�JHQHUDOO\�LUUHYRFDEOH

HOHFWLRQ��DW�DQ\�WLPH�RQ�RU�DIWHU���-XO\�������WR�YDOXH�FODVVHV�RI

WUDGLQJ�VWRFN�DVVHWV�DW�PDUNHW�VHOOLQJ�YDOXH�

Asset classes

�F� 7KDW�D�WD[SD\HU�EH�DEOH�WR�GHILQH�IRU�WD[�SXUSRVHV�FODVVHV�RI

WUDGLQJ�VWRFN�DVVHWV�RQ�WKH�EDVLV�RI�W\SH�RI�DVVHW�EXW�QRW�

�L� WKH�SXUSRVH�IRU�ZKLFK�DQ�DVVHW�LV�KHOG�

�LL� WLPH��RU

�LLL� FKDUDFWHULVWLFV�WKDW�PLJKW�FKDQJH�ZKLOH�DQ�DVVHW�LV�KHOG�

Variation of election

�G� 7KDW�LI�D�WD[SD\HU�FDQ�VDWLVI\�WKH�&RPPLVVLRQHU�RI�7D[DWLRQ�WKDW�D

PDWHULDO�FKDQJH�LQ�FRPPHUFLDO�FLUFXPVWDQFHV�MXVWLILHV�D�YDULDWLRQ

RI�WKH�PDUNHW�YDOXDWLRQ�PHWKRG�HOHFWHG�XQGHU�SDUDJUDSK��E���WKH

WD[SD\HU�EH�DEOH�WR�YDU\�WKH�HOHFWLRQ�

Tax valuation methods

7D[SD\HUV�FDQ�FXUUHQWO\�HOHFW�WR�YDOXH�HDFK�LWHP�RI�WUDGLQJ�VWRFN�RQ�RQH�RI

VHYHUDO�EDVHV�DW�WKH�HQG�RI�HDFK�\HDU���7KH�PHWKRG�RI�YDOXDWLRQ�FDQ�FKDQJH



Section 4:  Core concepts and principles

A Tax System Redesigned 195

IURP�\HDU�WR�\HDU�IRU�DQ�LQGLYLGXDO�LWHP�RI�VWRFN��VXEMHFW�WR�WKH�UHTXLUHPHQW

WKDW�WKH�RSHQLQJ�YDOXH�IRU�DQ�LWHP�LV�HTXDO�WR�LWV�SUHYLRXV�FORVLQJ�YDOXH���$V

GLVFXVVHG�LQ�$�3ODWIRUP�IRU�&RQVXOWDWLRQ��SDJH�������WKLV�GHJUHH�RI�IOH[LELOLW\

SURYLGHV�WKH�VFRSH�IRU�WD[SD\HUV�WR�PDQLSXODWH�WKH�YDOXDWLRQ�RI�WUDGLQJ�VWRFN

IRU�WD[�PLQLPLVDWLRQ�SXUSRVHV���1HYHUWKHOHVV��VRPH�IOH[LELOLW\�LQ�WKH�YDOXDWLRQ

RI�WUDGLQJ�VWRFN�LV�ZDUUDQWHG�ZKHUH�VXFK�DVVHWV�ZRXOG�W\SLFDOO\�EH�H[SHFWHG�WR

GHFOLQH�LQ�YDOXH�GXH�WR�REVROHVFHQFH�RU�GHWHULRUDWLRQ�RU�ZKHUH�WKH�XVH�RI�FRVW

ZRXOG�LPSRVH�XQGXH�FRPSOLDQFH�FRVWV�RQ�WKH�WD[SD\HU�

)RU�WUDGLQJ�VWRFN�WKH�GHIDXOW�YDOXDWLRQ�RSWLRQ�ZLOO�EH�WKH�ORZHU�RI�FRVW�RU�QHW

UHDOLVDEOH�YDOXH��WKH�DFFRXQWLQJ�PHWKRG�RI�YDOXLQJ�LQYHQWRULHV���7KLV�ZLOO�DOORZ

IRU�UHGXFWLRQV�LQ�WKH�YDOXH�RI�WUDGLQJ�VWRFN�DVVHWV�GXH�WR�REVROHVFHQFH�RU

GHWHULRUDWLRQ�

7KH�FRQFHSW�RI�QHW�UHDOLVDEOH�YDOXH�LV�WKH�VDPH�DV�IRU�DFFRXQWLQJ��$FFRXQWLQJ

6WDQGDUG�$$6%������¶,QYHQWRULHV·����%URDGO\��LW�PHDQV�WKH�HVWLPDWHG�SURFHHGV

RI�VDOH�QHW�RI�DOO�IXUWKHU�FRVWV�RI�FRPSOHWLRQ��ZKHUH�DSSOLFDEOH��DQG�FRVWV�RI

VHOOLQJ�

$SDUW�IURP�WKH�GHIDXOW�WUHDWPHQW��WD[SD\HUV�ZLOO�DOVR�FRQWLQXH�WR�KDYH�WKH

RSWLRQ�RI�YDOXLQJ�WUDGLQJ�VWRFN�DW�PDUNHW�VHOOLQJ�YDOXH�

Asset classes

(OHFWLYH�YDOXDWLRQ�RQ�WKH�EDVLV�RI�DVVHW�FODVV�DOORZV�IOH[LELOLW\�\HW�OLPLWV�WKH

SRWHQWLDO�FRVW�WR�UHYHQXH�DVVRFLDWHG�ZLWK�VHOHFWLYH�YDOXDWLRQ�RI�DVVHWV�RQ�D

WUDQVDFWLRQ�E\�WUDQVDFWLRQ�EDVLV�RU�RQ�DQ�DQQXDO�EDVLV���7R�DFKLHYH�WKLV��RQFH

DQ�DVVHW�FODVV�LV�GHILQHG�DQG�D�PHWKRG�RI�YDOXDWLRQ�RWKHU�WKDQ�WKH�ORZHU�RI�FRVW

RU�QHW�UHDOLVDEOH�YDOXH�HOHFWHG��DOO�VXFK�WUDGLQJ�VWRFN�DVVHWV�LQ�WKDW�FODVV�KHOG�E\

D�WD[SD\HU�ZLOO�EH�UHTXLUHG�WR�EH�YDOXHG�XVLQJ�WKH�HOHFWHG�PDUNHW�YDOXDWLRQ�

7D[SD\HUV�ZLOO�EH�DEOH�WR�VSHFLI\�WKHLU�RZQ�DVVHW�FODVVHV��VXEMHFW�WR�VRPH

UHVWULFWLRQV���7KLV�DSSURDFK�ZLOO�SURYLGH�IOH[LELOLW\�WR�WD[SD\HUV�DQG�DYRLG

REYLRXV�GLIILFXOWLHV�DVVRFLDWHG�ZLWK�DWWHPSWLQJ�WR�GHILQH�FODVVHV�RI�DVVHWV�LQ

OHJLVODWLRQ���$Q�DVVHW�FODVV�ZLOO�QHHG�WR�EH�GHILQHG�RQ�WKH�EDVLV�RI�UHDGLO\

LGHQWLILDEOH�FKDUDFWHULVWLFV�RI�WKH�LQFOXGHG�DVVHWV�

,W�LV�DQWLFLSDWHG�WKDW�WD[SD\HUV�ZLOO�VSHFLI\�WUDGLQJ�VWRFN�FODVVHV�RQ�WKH�EDVLV�RI

DVVHWV�ZLWK�VLPLODU�FKDUDFWHULVWLFV��VXFK�DV�VKHOI�OLIH�FKDUDFWHULVWLFV��VLPLODU

PDUNHW�FKDUDFWHULVWLFV��IRU�H[DPSOH��SULFH�YRODWLOLW\�RU�SULFHV�VXEMHFW�WR�VHDVRQDO

LQIOXHQFH�RU�IDVKLRQ���RU�VLPLODU�SURGXFWLRQ�FKDUDFWHULVWLFV���7KH�SXUSRVH�IRU

ZKLFK�DQ�DVVHW�LV�KHOG�ZLOO�QRW�EH�D�VXLWDEOH�EDVLV�IRU�VSHFLI\LQJ�DQ�DVVHW�FODVV�

VLQFH�LW�ZRXOG�DOORZ��LQ�HIIHFW��WKH�EDVLV�RI�YDOXDWLRQ�WR�EH�GHWHUPLQHG�DW�WKH

WLPH�RI�ORGJLQJ�D�WD[�UHWXUQ�UDWKHU�WKDQ�DW�WKH�WLPH�RI�DFTXLVLWLRQ�RI�DQ�DVVHW�

&KDUDFWHULVWLFV�WKDW�DUH�WLPH�GHSHQGHQW�ZLOO�QRW�EH�VXLWDEOH�DV�D�EDVLV�IRU

LGHQWLI\LQJ�DVVHW�FODVVHV���)RU�H[DPSOH��LGHQWLI\LQJ�DVVHW�FODVVHV�RQ�WKH�EDVLV�RI

WKH�GDWH�RI�DFTXLVLWLRQ�ZRXOG�DOORZ�WKH�EDVLV�RI�YDOXDWLRQ�WR�EH�FKDQJHG�RQ�DQ
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DQQXDO�EDVLV�LQ�WKH�FDVH�RI�IUHTXHQWO\�WUDGHG�DVVHWV��VXFK�DV�RFFXUV�XQGHU�WKH

H[LVWLQJ�WUDGLQJ�VWRFN�YDOXDWLRQ�UXOHV���6LPLODUO\��LW�ZRXOG�QRW�EH�DSSURSULDWH�WR

DOORZ�DVVHW�FODVVHV�WR�EH�GHILQHG�LQ�UHVSHFW�RI�FKDUDFWHULVWLFV�WKDW�FRXOG�FKDQJH

GXULQJ�WKH�SHULRG�WKDW�WKH�DVVHW�LV�KHOG��DV�WKLV�ZRXOG�DOORZ�WKH�EDVLV�RI

YDOXDWLRQ�RI�DQ�LQGLYLGXDO�DVVHW�WR�FKDQJH�

Election

0DNLQJ�WKH�HOHFWLRQ�JHQHUDOO\�LUUHYRFDEOH�UHLQIRUFHV�WKH�LQWHJULW\�RI�LWV�XVH�

7D[SD\HUV�ZLOO�EH�LQFOLQHG�WR�PDNH�DQ�HOHFWLRQ�ZKHUH�WKHUH�DUH�FOHDU�RQJRLQJ

EHQHILWV�IURP�GRLQJ�VR���1HYHUWKHOHVV��WKHUH�LV�PHULW�LQ�SURYLGLQJ�VRPH�VFRSH

WR�YDU\�DQ�HOHFWLRQ�IRU�D�FODVV�RI�DVVHWV�ZKHUH�D�WD[SD\HU�FDQ�VDWLVI\�WKH

&RPPLVVLRQHU�RI�7D[DWLRQ�WKDW�D�PDWHULDO�FKDQJH�LQ�FRPPHUFLDO�FLUFXPVWDQFHV

ZDUUDQWV�D�YDULDWLRQ�RI�DQ�HOHFWLRQ�

Definition of ‘cost’ for tax value
purposes

Recommendation

4.18 A single meaning of ‘cost’

7KDW��LQ�GHWHUPLQLQJ�WKH�WD[�YDOXH�RI�DVVHWV��¶FRVW·�EH�GHILQHG�WR�KDYH�D

FRQVLVWHQW�PHDQLQJ�LQFOXGLQJ�DOO�H[SHQGLWXUH�LQFXUUHG�LQ�EULQJLQJ�DQ

DVVHW�WR�LWV�SUHVHQW�FRQGLWLRQ�DQG�ORFDWLRQ���VXFK�DV�

�L� WKH�DFTXLVLWLRQ�SULFH�RI�DQ�DVVHW�LQ�DQ�DUP·V�OHQJWK�WUDQVDFWLRQ�

�LL� LQFLGHQWDO�H[SHQGLWXUH�LQFXUUHG�WR�DFTXLUH�WKH�DVVHW�

�LLL� H[SHQGLWXUH�LQFXUUHG�LQ�PDNLQJ�DQ�DVVHW�UHDG\�IRU�XVH�RU�VDOH�

�LY� H[SHQGLWXUH�LQFXUUHG�LQ�WKH�FUHDWLRQ�RI�D�QHZ�DVVHW��DQG

�Y� H[SHQGLWXUH�LQFXUUHG�LQ�LPSURYLQJ�DQ�H[LVWLQJ�DVVHW�

7KH�PHDQLQJ�RI�FRVW�LV�DQ�LPSRUWDQW�HOHPHQW�RI�WKH�FXUUHQW�ODZ�³�IRU

H[DPSOH��WR�GHWHUPLQH�WKH�FRVW�IRU�WD[DWLRQ�SXUSRVHV�RI�GHSUHFLDEOH�SODQW�DQG

WUDGLQJ�VWRFN���,WV�PHDQLQJ�ZLOO�EH�FULWLFDO�XQGHU�WKH�FDVKIORZ�WD[�YDOXH

DSSURDFK��DV�FRVW�ZLOO�EH�WKH�EDVLV�IURP�ZKLFK�WKH�WD[�YDOXH�RI�PRVW�DVVHWV�ZLOO

EH�GHWHUPLQHG�
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Current meaning of cost

([FHSW�IRU�FDSLWDO�JDLQV�WD[��&*7��SXUSRVHV��WKH�FXUUHQW�ODZ�LV�JHQHUDOO\�VLOHQW

DERXW�WKH�PHDQLQJ�RI�FRVW���+RZHYHU��LWV�PHDQLQJ�LV�JHQHUDOO\�ZHOO�XQGHUVWRRG

DQG�EURDGO\�FRQVLVWHQW�ZLWK�DFFRXQWLQJ�SUDFWLFH���7KH�FRXUWV�KDYH�FODULILHG�LWV

PHDQLQJ�RYHU�WLPH�DQG�KDYH�RIWHQ�DGRSWHG�WKH�DFFRXQWLQJ�FRQFHSW�IRU

GHWHUPLQLQJ�WKH�PHDQLQJ�RI�FRVW�IRU�WD[DWLRQ�SXUSRVHV���$V�ZHOO��WKH�$XVWUDOLDQ

7D[DWLRQ�2IILFH��$72��KDV�LVVXHG�JXLGHOLQHV�DQG�UXOLQJV�RQ�LWV�DSSOLFDWLRQ�

8QGHU�WKH�SUHVHQW�ODZ��WKH�FRVW�EDVH�RI�DQ�DVVHW�GLIIHUV�GHSHQGLQJ�RQ�WKH�ZD\

LQ�ZKLFK�WKH�DVVHW�LV�FKDUDFWHULVHG�

� 7KH�FRVW�RI�D�SXUFKDVHG�DVVHW�LQFOXGHV�QRW�RQO\�LWV�DFTXLVLWLRQ�SULFH�EXW�DOVR

DOO�H[SHQGLWXUHV�DVVRFLDWHG�ZLWK�LWV�DFTXLVLWLRQ�DQG�PDNLQJ�WKH�DVVHW�UHDG\

IRU�XVH�³�IRU�H[DPSOH��VWDPS�GXWLHV��FRPPLVVLRQV�DQG�FRVWV�RI�GHOLYHU\

DQG�LQVWDOODWLRQ�

� 7KH�FRVW�RI�PDQXIDFWXUHG�DVVHWV��VXFK�DV�WUDGLQJ�VWRFN��LQFOXGHV�PDWHULDOV�

GLUHFW�ODERXU�DQG�DQ�DSSURSULDWH�VKDUH�RI�DWWULEXWDEOH�LQGLUHFW�FRVWV��VXFK�DV

IDFWRU\�RYHUKHDGV���7KDW�PHWKRG�RI�GHWHUPLQLQJ�WKH�FRVW�RI�PDQXIDFWXUHG

DVVHWV�LV�NQRZQ�DV��IXOO��DEVRUSWLRQ�FRVWLQJ�

� 7KH�FRVW�RI�DQ�DVVHW�DOVR�LQFOXGHV�H[SHQGLWXUH�LQFXUUHG�LQ�PDNLQJ

LPSURYHPHQWV�WR�WKH�DVVHW���)RU�H[DPSOH��WKH�FRVW�RI�D�GHSUHFLDEOH�DVVHW

ZRXOG�LQFOXGH�WKH�FRVW�RI�H[WHQGLQJ�LWV�OLIH�RU�PDNLQJ�LW�PRUH�HIILFLHQW�

� 7KH�PHDQLQJ�RI�FRVW�IRU�&*7�SXUSRVHV�LV�EURDGO\�FRQVLVWHQW�ZLWK�WKH

JHQHUDO�XQGHUVWDQGLQJ�RI�WKH�PHDQLQJ�RI�FRVW���$GGLWLRQDOO\��WKH�FRVW�EDVH

LQFOXGHV�H[SHQGLWXUH�DVVRFLDWHG�ZLWK�HVWDEOLVKLQJ��SUHVHUYLQJ�RU�GHIHQGLQJ

WKH�WD[SD\HU’V�WLWOH�WR��RU�ULJKW�RYHU��WKH�DVVHW�DQG��LQ�WKH�FDVH�RI�VRPH

SHUVRQDO�XVH�DVVHWV��FRVWV�WKDW�ZRXOG�RUGLQDULO\�EH�GHGXFWLEOH�³�VXFK�DV

LQWHUHVW�DQG�UHSDLUV�

Absorption cost

&RQVLVWHQF\�DQG�VLPSOLFLW\�DUJXH�IRU�KDYLQJ�D�VLQJOH�PHWKRG�RI�GHWHUPLQLQJ�WKH

FRVW�RI�DQ�DVVHW���7KH�DEVRUSWLRQ�FRVW�SULQFLSOH�XVHG�LQ�DFFRXQWLQJ�VWDQGDUGV�DV

WKH�EDVLV�IRU�YDOXLQJ�LQYHQWRULHV�LQFOXGHV�LQ�WKH�FRVW�RI�WKH�DVVHW�DOO�GLUHFW�DQG

LQGLUHFW�H[SHQGLWXUHV�DWWULEXWDEOH�WR�EULQJLQJ�DQ�DVVHW�WR�LWV�SUHVHQW�VWDWH�DQG

ORFDWLRQ���+HQFH��LW�UHSUHVHQWV�DQ�DSSURSULDWH�EDVLV�XSRQ�ZKLFK�WR�IUDPH�D

VLQJOH�DSSURDFK�WR�GHWHUPLQLQJ�WKH�FRVW�RI�DQ�DVVHW�

$�NH\�LVVXH�LQ�GHILQLQJ�D�JHQHUDO�PHDQLQJ�RI�FRVW�XVLQJ�WKH�DEVRUSWLRQ�SULQFLSOH

LV�GHWHUPLQLQJ�WKH�SRLQW�DW�ZKLFK�FRVWV�FHDVH�WR�EH�DEVRUEHG�LQWR�WKH�FRVW�RI

WKH�DVVHW���$FFRXQWLQJ�6WDQGDUG�$$6%������LQFOXGHV�DOO�FRVWV�LQFXUUHG�LQ

EULQJLQJ�WKH�DVVHW�WR�LWV�SUHVHQW�ORFDWLRQ�DQG�FRQGLWLRQ���)URP�WKH�OLPLWHG�FDVH

ODZ�DYDLODEOH�RQ�WKLV�LVVXH��WKH�DSSOLFDWLRQ�RI�WKH�DEVRUSWLRQ�SULQFLSOH�IRU

WD[DWLRQ�SXUSRVHV�DSSHDUV�WR�SDUDOOHO�FORVHO\�WKDW�DSSOLHG�IRU�DFFRXQWLQJ

SXUSRVHV���7KH�LPSOLFDWLRQ�RI�WKH�DFFRXQWLQJ�DSSURDFK�LV�WKDW�DOO�FRVWV�LQFXUUHG
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LQ�EULQJLQJ�DQ�DVVHW�WR�LWV�¶ILQDO�SRLQW�RI�VDOH·�ZRXOG�EH�DEVRUEHG�LQWR�WKH�FRVW

RI�WKH�DVVHW�

Improvements to an asset

$QRWKHU�LPSRUWDQW�DVSHFW�RI�GHWHUPLQLQJ�FRVW�IRU�DQ�DVVHW�LV�WKH�GHOLQHDWLRQ

EHWZHHQ�H[SHQGLWXUHV�WKDW�VLPSO\�PDLQWDLQ�WKH�YDOXH�RI�WKH�DVVHW�DQG�WKRVH�WKDW

DGG�WR�WKH�YDOXH�RI�WKH�DVVHW���,Q�SULQFLSOH��H[SHQGLWXUH�WKDW�LPSURYHV�DQ

DVVHW�³�IRU�H[DPSOH��E\�H[WHQGLQJ�LWV�HIIHFWLYH�OLIH�EH\RQG�WKDW�DVVHVVHG�DW�WKH

WLPH�LW�ZDV�DFTXLUHG�³�VKRXOG�EH�DGGHG�WR�WKH�WD[�YDOXH�RI�WKDW�DVVHW�

+RZHYHU��LQ�SUDFWLFH��LW�LV�QRW�DOZD\V�HDV\�WR�GHOLQHDWH�WKH�H[WHQW�WR�ZKLFK

H[SHQGLWXUH�RQ�DQ�DVVHW�UHSUHVHQWV�UHSDLUV�DQG�PDLQWHQDQFH��DQ�LPSURYHPHQW

WR�DQ�H[LVWLQJ�DVVHW�RU�D�QHZ�DVVHW�

([LVWLQJ�FDVH�ODZ�SURYLGHV�JXLGDQFH�RQ�ZKHQ�H[SHQGLWXUH�UHSUHVHQWV�UHSDLUV�RU

PDLQWHQDQFH�UDWKHU�WKDQ�DQ�LPSURYHPHQW���7KH�H[LVWLQJ�WUHDWPHQW�GRHV�QRW

DWWHPSW�WR�DSSRUWLRQ�H[SHQGLWXUH�EHWZHHQ�WKDW�ZKLFK�PLJKW�UHSUHVHQW

PDLQWHQDQFH�DQG�WKDW�ZKLFK�PLJKW�UHSUHVHQW�DQ�LPSURYHPHQW���8QGHU�WKH

SURSRVHG�WUHDWPHQW�RI�H[SHQGLWXUH�DQG�DVVHWV��GHWHUPLQLQJ�ZKHWKHU

H[SHQGLWXUH�UHSUHVHQWV�PDLQWHQDQFH�RU�DQ�LPSURYHPHQW�ZLOO�UHPDLQ�QHFHVVDU\�

Expenditures not part of cost of an asset

([SHQGLWXUHV�WKDW�GR�QRW�GLUHFWO\�RU�LQGLUHFWO\�FRQWULEXWH�WR�WKH�DFTXLVLWLRQ�

FUHDWLRQ�RU�LPSURYHPHQW�RI�DQ�DVVHW�ZLOO�QRW�EH�LQFOXGHG�LQ�WKH�WD[�YDOXH�RI�WKH

DVVHW���)RU�H[DPSOH��WKH�IROORZLQJ�H[SHQGLWXUHV�ZLOO�QRW�EH�LQFOXGHG�DV�SDUW�RI

WKH�WD[�YDOXH�RI�DQ�DVVHW�RQ�WKH�EDVLV�WKDW�WKH\�DUH�QRW�UHIOHFWHG�LQ�D�FKDQJH�LQ

WKH�YDOXH�RI�WKH�DVVHW�WR�WKH�WD[SD\HU�

� LQWHUHVW�RQ�PRQH\�ERUURZHG�WR�ILQDQFH�WKH�DVVHW�RU�WKH�WD[SD\HU·V�DFWLYLWLHV

PRUH�JHQHUDOO\��RWKHU�WKDQ�IRU�ODQG�WKDW�LV�XVHG�SULYDWHO\��

� FRVWV�RI�PDLQWDLQLQJ��UHSDLULQJ�RU�LQVXULQJ�WKH�DVVHW�

� UDWHV�DQG�WD[HV�OHYLHG�LQ�UHVSHFW�RI�WKH�DVVHW��DQG

� VHOOLQJ�FRVWV�

Recommendation

4.19 Assigning cost to individual assets

General provisions for identifying cost

�D� 7KDW�ZKHUH�D�WD[SD\HU�LV�XVLQJ�FRVW�IRU�GHWHUPLQLQJ�WD[�YDOXH�DQG

FDQ�LGHQWLI\�DQ�LQGLYLGXDO�DVVHW��WKH�WD[SD\HU�PD\�XVH�

�L� DFWXDO�FRVW��RU

�LL� DV�D�EDVLV�RI�GHWHUPLQLQJ�WKH�FRVW�RI�KRPRJHQHRXV�DVVHWV�³
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� HLWKHU�WKH�ILUVW�LQ�ILUVW�RXW��),)2��PHWKRG��RU

� WKH�ZHLJKWHG�DYHUDJH�PHWKRG�

Unidentifiable assets not subject to capital gains treatment

�E� 7KDW�ZKHUH�D�WD[SD\HU�FDQQRW�LGHQWLI\�LQGLYLGXDO�DVVHWV�DQG�WKH

DVVHWV�DUH�QRW�VXEMHFW�WR�FDSLWDO�JDLQV�WUHDWPHQW��WKH�WD[SD\HU

GHWHUPLQH�FRVW�E\�DSSO\LQJ�FRQVLVWHQWO\�

�L� HLWKHU�WKH�),)2�PHWKRG��RU

�LL� WKH�ZHLJKWHG�DYHUDJH�PHWKRG�

Assets subject to capital gains treatment

�F� 7KDW�ZKHUH�DQ�DVVHW�LV�VXEMHFW�WR�FDSLWDO�JDLQV�WUHDWPHQW��VHH

5HFRPPHQGDWLRQV��������WKH�ZHLJKWHG�DYHUDJH�PHWKRG�RI

GHWHUPLQLQJ�FRVW�EH�DSSOLHG�RQO\�WR�SXUFKDVHV�RQ�WKH�VDPH�GD\�

'LIIHUHQW�PHWKRGV�RI�GHWHUPLQLQJ�WKH�FRVW�RI�DQ�DVVHW�DUH�FXUUHQWO\�DOORZDEOH

IRU�ERWK�DFFRXQWLQJ�DQG�WD[�SXUSRVHV���,GHQWLI\LQJ�SUHFLVHO\�WKH�FRVW�RI�HDFK

DVVHW�RQ�KDQG�DW�\HDU�HQG�FDQ�EH�H[WUHPHO\�GLIILFXOW��LI�QRW�LPSRVVLEOH��WR�GR

ZKHUH�WKH�WD[SD\HU�KROGV�D�QXPEHU�RI�LQGLVWLQJXLVKDEOH�DVVHWV�DFTXLUHG�DW

GLIIHUHQW�FRVWV���$72�DGPLQLVWUDWLYH�SUDFWLFH�KDV�EHHQ�WR�DOORZ�WD[SD\HUV�WR

DVVLJQ�FRVWV�XQGHU�HLWKHU�WKH�),)2�RU�WKH�ZHLJKWHG�DYHUDJH�FRVW�PHWKRG�³

DOWKRXJK�WKH�ZHLJKWHG�DYHUDJH�PHWKRG�KDV�OLPLWHG�DSSOLFDWLRQ�IRU�FDSLWDO�JDLQV

WD[��&*7��SXUSRVHV�

� 7KH�),)2�DSSURDFK�DVVXPHV�WKDW�WKH�ROGHVW�LWHPV�DUH�GLVSRVHG�RI�ILUVW���,W

LV�D�UHDVRQDEOH�DVVXPSWLRQ�DERXW�WKH�SDWWHUQ�RI�GLVSRVDO�RI�PDQ\

LQGLVWLQJXLVKDEOH�DVVHWV�VXEMHFW�WR�GHWHULRUDWLRQ�RU�REVROHVFHQFH�

� :HLJKWHG�DYHUDJH�FRVW�DOORZV�WKH�FRVW�RI�LWHPV�RQ�KDQG�DW�WKH�EHJLQQLQJ�RI

WKH�\HDU�WR�EH�DYHUDJHG�ZLWK�WKH�FRVW�RI�LWHPV�DFTXLUHG�GXULQJ�WKH�\HDU�

� )RU�&*7�SXUSRVHV��WD[SD\HUV�QHHG�WR�NQRZ�WKH�DFWXDO�GDWH�RI�DFTXLVLWLRQ�VR

ZHLJKWHG�DYHUDJH�LV�DFFHSWDEOH�RQO\�WR�WKH�H[WHQW�WKDW�LW�LV�XVHG�WR�GHULYH�DQ

DYHUDJH�FRVW�RI�KRPRJHQHRXV�DVVHWV�DFTXLUHG�RQ�D�SDUWLFXODU�GDWH�IRU

GLIIHUHQW�SULFHV�

7KH�XVH�RI�GLIIHUHQW�PHWKRGV�IRU�GHWHUPLQLQJ�FRVW�LV�JHQHUDOO\�DSSOLFDEOH�WR

WUDGLQJ�VWRFN�DVVHWV�DQG�RWKHU�DVVHWV�ZKHUH�D�JDLQ�LV�WD[HG�RQ�UHDOLVDWLRQ���)RU

WKH�SXUSRVHV�RI�GHWHUPLQLQJ�WKH�FRVW�RI�DVVHWV�XQGHU�WKH�FDVKIORZ�WD[�YDOXH

DSSURDFK��WD[SD\HUV�ZLOO�KDYH�WKH�RSWLRQ�RI�LGHQWLI\LQJ�DVVHWV�VHSDUDWHO\��HYHQ

WKRXJK�WKH\�PD\�EH�LGHQWLFDO��LI�WKHUH�LV�D�UHDVRQDEOH�EDVLV�XSRQ�ZKLFK�WR�GR

VR���)RU�H[DPSOH��WD[SD\HUV�FRXOG�QRPLQDWH�WKH�VSHFLILF�VKDUHV�EHLQJ�GLVSRVHG

RI�ZKHUH�WKH\�KDYH�D�UHDVRQDEOH�PHDQV�RI�LGHQWLI\LQJ�LQGLYLGXDO�SXUFKDVHV�RI

VKDUHV���1HYHUWKHOHVV��VRPH�WD[SD\HUV�PLJKW�FKRRVH�WR�XWLOLVH�WKH�),)2�RU

ZHLJKWHG�DYHUDJH�PHWKRGV�IRU�KRPRJHQHRXV�DVVHWV�DV�D�PHDQV�RI�UHGXFLQJ
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UHFRUG�NHHSLQJ�UHTXLUHPHQWV�³�VXFK�DV�LQ�WKH�FDVH�RI�WUDGLQJ�VWRFN�DVVHWV�

%RWK�WKH�),)2�DQG�ZHLJKWHG�DYHUDJH�PHWKRGV�DUH�DFFHSWDEOH�DOWHUQDWLYHV�LQ

YDOXLQJ�KRPRJHQHRXV�LQYHQWRULHV�IRU�DFFRXQWLQJ�SXUSRVHV���7R�SUHYHQW

SRVVLEOH�PDQLSXODWLRQ�RI�WD[DEOH�LQFRPH��WD[SD\HUV�ZLOO�EH�UHTXLUHG�WR�XVH

HLWKHU�PHWKRG�FRQVLVWHQWO\�IRU�HDFK�W\SH�RI�KRPRJHQHRXV�DVVHW���)RU�H[DPSOH�

D�FRQVLVWHQW�PHWKRG�PXVW�EH�XVHG�IRU�VKDUHV�LQ�D�SDUWLFXODU�FRPSDQ\�

)RU�WKH�SXUSRVH�RI�FDSLWDO�JDLQV�WUHDWPHQW��LW�ZLOO�UHPDLQ�QHFHVVDU\�WR�LGHQWLI\

WKH�GDWH�RI�DFTXLVLWLRQ�RI�DQ�DVVHW��GXH�WR�WKH����PRQWK�KROGLQJ�UXOH

�5HFRPPHQGDWLRQV������DQG���������$FFRUGLQJO\��RQO\�WKH�),)2�PHWKRG�RI

LGHQWLI\LQJ�KRPRJHQHRXV�DVVHWV�ZLOO�QRUPDOO\�EH�DFFHSWDEOH�DV�DQ�DOWHUQDWLYH�WR

LQGLYLGXDO�LGHQWLILFDWLRQ�ZKHUH�WKRVH�DVVHWV�DUH�VXEMHFW�WR�FDSLWDO�JDLQV

WUHDWPHQW���$V�DQ�H[FHSWLRQ��WKH�ZHLJKWHG�DYHUDJH�PHWKRG�ZLOO�EH�DOORZDEOH�LQ

GHWHUPLQLQJ�WKH�DYHUDJH�FRVW�RI�KRPRJHQHRXV�DVVHWV�DFTXLUHG�RQ�D�SDUWLFXODU

GDWH�IRU�GLIIHUHQW�SULFHV�LQ�WKRVH�FLUFXPVWDQFHV�ZKHUH�LW�LV�QRW�SRVVLEOH�WR�DSSO\

WKH�),)2�UXOH�WR�WKRVH�DFTXLVLWLRQV�

Recommendation

4.20 Existing livestock valuation option retained

7KDW�WKH�FXUUHQW�RSWLRQ�IRU�SULPDU\�SURGXFHUV�WR�YDOXH�QDWXUDO�LQFUHDVH

LQ�OLYHVWRFN�DW�VWDWXWRU\�UDWHV�LQ�OLHX�RI�DFWXDO�FRVW�EH�UHWDLQHG�

/LYHVWRFN�SURGXFHUV�FXUUHQWO\�KDYH�WKH�RSWLRQ�RI�YDOXLQJ�QDWXUDO�LQFUHDVH�DW

VWDWXWRU\�UDWHV�LQ�OLHX�RI�DFWXDO�FRVW�³�IRU�H[DPSOH��QDWXUDO�LQFUHDVHV�LQ�FDWWOH

FDQ�EH�YDOXHG�DW�����SHU�KHDG���7KDW�RSWLRQ�ZLOO�EH�UHWDLQHG�

More certain recognition of provisions

Recommendation

4.21 Tax recognition principle for provisions

7KDW

� ZKHUH�D�OLDELOLW\�KDV�EHHQ�LQFXUUHG��DQG

� D�UHDVRQDEOH�HVWLPDWH�FDQ�EH�PDGH�RI�WKH�DPRXQW�

SURYLVLRQV�EH�UHFRJQLVHG�IRU�WD[DWLRQ�SXUSRVHV�IRU�WKH�IROORZLQJ�LWHPV�

�L� HPSOR\HH�HQWLWOHPHQWV��VXFK�DV�ORQJ�VHUYLFH�OHDYH�

�LL� UHWLUHPHQW�RI�QRQ�H[HFXWLYH�GLUHFWRUV�
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�LLL� SURGXFW�OLDELOLW\�

�LY� ZDUUDQWLHV��DQG

�Y� WD[HV�RWKHU�WKDQ�LQFRPH�WD[�

3URYLVLRQV�DUH�D�WHFKQLTXH�XVHG�LQ�DFFRXQWLQJ�WR�GHDO�ZLWK�XQFHUWDLQW\�DERXW

WKH�YDOXH�QRZ�RI�IXWXUH�H[SHFWHG�FDVK�WUDQVDFWLRQV���7KH�UHFRPPHQGDWLRQ

DOORZV�WD[SD\HUV�WR�SXW�D�WD[�YDOXH�RQ�D�UHFRJQLVHG�OLDELOLW\�DW�WKH�HQG�RI�D�\HDU

ZKHQHYHU�D�UHDVRQDEOH�HVWLPDWH�RI�WKH�DPRXQW�FDQ�EH�PDGH�

How will the liability be calculated?

+RZ�WKH�UHFRPPHQGDWLRQ�ZLOO�EH�DSSOLHG�LQ�SUDFWLFH�PD\�EH�LOOXVWUDWHG�IRU

ORQJ�VHUYLFH�OHDYH�DQG�ZDUUDQWLHV���6LPLODU�UHDVRQLQJ�DSSOLHV�WR�WKH�RWKHU

SURYLVLRQV�WKDW�ZLOO�EH�DOORZHG���7KH�DPRXQWV�DOORZHG�IRU�WD[DWLRQ�SXUSRVHV

ZLOO�QRW�EH�WKH�VDPH�DV�WKRVH�DOORZHG�IRU�DFFRXQWLQJ�SXUSRVHV���)RU�WD[DWLRQ

SXUSRVHV��D�UHFRJQLVHG�OLDELOLW\�PXVW�EH�D�SUHVHQW�REOLJDWLRQ�WKDW�KDV�DOVR�EHHQ

LQFXUUHG���6RPH�DPRXQWV�WKDW�DUH�UHFRJQLVHG�IRU�DFFRXQWLQJ�SXUSRVHV�ZLOO�QRW

EH�UHFRJQLVHG�IRU�WD[DWLRQ�SXUSRVHV��DQG�ZLOO�WKHUHIRUH�KDYH�D�]HUR�WD[�YDOXH�

7D[SD\HUV�ZLOO�EH�DOORZHG�WR�UHFRJQLVH�D�SURYLVLRQDO�OLDELOLW\�IRU�WKH�DPRXQW

UHTXLUHG�WR�VDWLVI\�ORQJ�VHUYLFH�OHDYH�SD\PHQWV�WKDW�KDYH�EHHQ�FODLPHG�E\

HPSOR\HHV�EXW�QRW�SDLG�RXW�EHIRUH�WKH�HQG�RI�WKH�WD[DWLRQ�\HDU���$FFRUGLQJO\�

QR�OLDELOLW\�ZLOO�EH�UHFRJQLVHG�IRU�D�ORQJ�VHUYLFH�OHDYH�REOLJDWLRQ�WKDW�LV

FRQWLQJHQW�RQ�DQ�HPSOR\HH�VXEPLWWLQJ�D�YDOLG�FODLP��HYHQ�LI�SUHYLRXV

H[SHULHQFH�VXJJHVWV�WKDW�VRPH�H[LVWLQJ�HPSOR\HHV�ZLOO�FODLP�D�ORQJ�VHUYLFH

SD\PHQW���,Q�FRQWUDVW��DFFRXQWLQJ�SUDFWLFH�DOORZV�D�SURYLVLRQ�WR�EH�HVWDEOLVKHG

IRU�WKH�UHDVRQDEOH�HVWLPDWH�RI�WKH�ORQJ�VHUYLFH�OHDYH�WKDW�ZLOO�EH�SDLG�WR�H[LVWLQJ

HPSOR\HHV��HYHQ�WKRXJK�WKH�OHDYH�KDV�QRW�IRUPDOO\�EHHQ�DFFUXHG�RU�FODLPHG�

,Q�UHODWLRQ�WR�ZDUUDQWLHV��D�WD[SD\HU�PD\�KDYH�D�ZDUUDQW\�REOLJDWLRQ�LQ�UHODWLRQ

WR�LWHPV�VROG�EHIRUH�WKH�HQG�RI�WKH�\HDU�WKDW�DUH�UHWXUQHG�IRU�UHSDLU�RU

UHSODFHPHQW�ZLWKLQ�WKH�ZDUUDQW\�SHULRG���7KH�UHFRPPHQGDWLRQ�ZLOO�DOORZ�WKH

WD[SD\HU�WR�UHFRJQLVH�D�OLDELOLW\�IRU�D�UHDVRQDEOH�HVWLPDWH�RI�WKH�DPRXQW

UHTXLUHG�WR�UHSDLU�RU�UHSODFH�WKH�LWHPV�WKDW�KDYH�IDLOHG�EHIRUH�WKH�HQG�RI�WKH

\HDU�EXW�KDYH�QRW�\HW�EHHQ�UHWXUQHG�IRU�UHSDLU�RU�UHSODFHPHQW���7KH�WD[SD\HU

PLJKW�HVWLPDWH�WKLV�DPRXQW�DIWHU�VXUYH\LQJ�FXVWRPHUV�RQ�WKH�WLPH�LW�WDNHV�WKHP

WR�UHDOLVH�WKDW�D�IDXOW�H[LVWV�DQG�WR�UHWXUQ�WKH�LWHP�IRU�UHSDLU�RU�UHSODFHPHQW���,Q

FRQWUDVW��WKH�FRUUHVSRQGLQJ�DFFRXQWLQJ�SURYLVLRQ�LQFOXGHV�DGGLWLRQDO�DPRXQWV

WKDW�DUH�FRQWLQJHQW�RQ�DQ�LWHP�EHLQJ�UHWXUQHG�IDXOW\�EHIRUH�WKH�ZDUUDQW\�SHULRG

H[SLUHV��EHFDXVH�LW�LV�PRUH�OLNHO\�WKDQ�QRW�WKDW�DQ�LWHP�ZLOO�EH�UHWXUQHG�

Some provisions will not be recognised

7KUHH�FDWHJRULHV�RI�SURYLVLRQV�IRXQG�LQ�VRPH�ILQDQFLDO�VWDWHPHQWV�ZLOO�QRW�EH

DOORZHG�IRU�WD[DWLRQ�SXUSRVHV�
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Amounts that are not recognised liabilities

7KH�ILUVW�FDWHJRU\�DULVHV�EHFDXVH�WKH�ILQDQFLDO�VWDWHPHQWV�RI�VRPH�FRPSDQLHV

LQFOXGH�LWHPV�GHVFULEHG�DV�SURYLVLRQV�EXW�ZKLFK�DUH�QRW�OLDELOLWLHV�XQGHU�WKH

SURSRVHG�WD[DWLRQ�GHILQLWLRQ��7KH�H[LVWHQFH�RI�D�SUHVHQW�REOLJDWLRQ�LV�D

QHFHVVDU\�HOHPHQW�RI�WKH�GHILQLWLRQ�RI�D�OLDELOLW\�IRU�WD[�SXUSRVHV���7KHUH�LV�WKH

TXHVWLRQ�ZKHWKHU�WD[SD\HUV�VKRXOG�EH�DEOH�WR�HVWDEOLVK�WD[DWLRQ�SURYLVLRQV�IRU

VHOI�LQVXUDQFH�DQG�SODQW�RYHUKDXO���7KHVH�LWHPV�GR�QRW��KRZHYHU��LQYROYH�D

SUHVHQW�REOLJDWLRQ�ZKLFK�KDV�EHHQ�LQFXUUHG�DQG�WKHUHIRUH�ZRXOG�QRW�EH

UHFRJQLVHG�DV�OLDELOLWLHV�IRU�WD[DWLRQ�SXUSRVHV�

,Q�WKH�FDVH�RI�VHOI�LQVXUDQFH��WKHUH�LV�QR�SUHVHQW�REOLJDWLRQ�XQWLO�DQ�LQVXUDEOH

HYHQW�RFFXUV���,I��KRZHYHU��D�SUHVHQW�REOLJDWLRQ�DULVHV�RQ�WKH�RFFXUUHQFH�RI�DQ

LQVXUDEOH�HYHQW��WD[SD\HUV�ZLOO�EH�DEOH�WR�SURYLGH�IRU�WKH�H[SHFWHG�FRVW�RI

LQVXUDEOH�HYHQWV�WKDW�RFFXU�GXULQJ�WKH�\HDU�

,Q�WKH�FDVH�RI�SODQW�RYHUKDXO��WKH�WD[SD\HU�FRQWUROOLQJ�WKH�DVVHW�GRHV�QRW�KDYH�D

SUHVHQW�REOLJDWLRQ�XQWLO�WKH�SODQW�RYHUKDXO�KDV�EHHQ�FRQWUDFWHG�IRU�RU

SHUIRUPHG���7KXV��WKHUH�LV�QR�SUHVHQW�REOLJDWLRQ�DQG�VR�QR�SURYLVLRQ�LV

UHFRJQLVHG�IRU�WD[�SXUSRVHV�DW�DQ�HDUOLHU�WLPH���7KH�PHUH�LQWHQWLRQ��QHFHVVLW\�RU

H[SHFWDWLRQ�RI�WKH�QHHG�WR�PDNH�D�SD\PHQW�LQ�WKH�IXWXUH�LV�QRW�VXIILFLHQW�WR

JLYH�ULVH�WR�D�SUHVHQW�REOLJDWLRQ�

Amounts that are not owed to an identifiable entity

7KH�QH[W�FDWHJRU\�QRW�WR�EH�UHFRJQLVHG�DULVHV�EHFDXVH��IRU�WD[DWLRQ�SXUSRVHV��D

OLDELOLW\�PXVW�EH�RZHG�WR�DQRWKHU�WD[SD\HU�RU�SHUVRQ���,Q�FRQWUDVW��IRU

DFFRXQWLQJ�SXUSRVHV��D�OLDELOLW\�PD\�EH�RZHG�WR�D�JURXS�RI�WD[SD\HUV�RU�WR�WKH

SXEOLF�DW�ODUJH���$FFRUGLQJO\��DFFRXQWLQJ�ZLOO�UHFRJQLVH�D�SURYLVLRQ�PDGH�IRU�D

WD[SD\HU·V�REOLJDWLRQ�WR�PDNH�D�SD\PHQW�LQ�WKH�SXEOLF�LQWHUHVW���,WHPV�LQ�WKLV

FDWHJRU\�WKDW�ZLOO�QRW�EH�UHFRJQLVHG�IRU�WD[DWLRQ�SXUSRVHV�LQFOXGH�SURYLVLRQV

IRU�

� HQYLURQPHQWDO�FOHDQ�XS�

� PLQLQJ�UHKDELOLWDWLRQ�

� SURSRVHG�GLYLGHQGV��DQG

� UDWLRQDOLVDWLRQ��SDUWLFXODUO\�RQ�WKH�DFTXLVLWLRQ�RI�D�QHZ�EXVLQHVV�

Amounts conditional on future events

7KH�WKLUG�FDWHJRU\�DULVHV�EHFDXVH��IRU�WD[DWLRQ�SXUSRVHV��D�OLDELOLW\�LV�QRW

SHUPLWWHG�WR�EH�FRQGLWLRQDO�RQ�WKH�RFFXUUHQFH�RI�D�IXWXUH�HYHQW��HYHQ�LI�WKH

RFFXUUHQFH�RI�WKH�HYHQW�LV�UHDVRQDEO\�FHUWDLQ���$FFRXQWLQJ�SUDFWLFH�DOORZV�WKH

SURYLVLRQ�WR�EH�HVWDEOLVKHG�LI�WKH�RFFXUUHQFH�RI�WKH�HYHQW�LV�PRUH�OLNHO\�WKDQ

QRW���/LWLJDWLRQ�GDPDJHV�H[HPSOLI\�DQ�DFFRXQWLQJ�SURYLVLRQ�WKDW�ZLOO�QRW�EH

UHFRJQLVHG�IRU�WD[DWLRQ�SXUSRVHV�
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Recommendation

4.22 Bad debts

Writing off bad debts by taxpayers generally

�D� 7KDW�WD[SD\HUV�FRQWLQXH�WR�EH�DEOH�WR�ZULWH�RII�D�GHEW�WR�WKH�H[WHQW

WKDW�LW�LV�EDG�

Writing off bad debts by financial institutions

�E� 7KDW�GHSRVLW�WDNLQJ�LQVWLWXWLRQV�EH�DEOH�WR�HVWDEOLVK�IRU�WD[DWLRQ

SXUSRVHV�D�SURYLVLRQ�IRU�EDG�GHEWV�WKDW�KDYH�DOUHDG\�EHHQ�LQFXUUHG

SURYLGHG�WKHUH�LV�DQ�DFWXDULDO�EDVLV�IRU�WKH�DPRXQW�

7KLV�UHFRPPHQGDWLRQ�ZLOO�JHQHUDOO\�SUHVHUYH�WKH�H[LVWLQJ�SRVLWLRQ�XQGHU�WKH

WD[DWLRQ�ODZ�LQ�UHODWLRQ�WR�EDG�GHEWV�

$FFRUGLQJO\��DOO�WD[SD\HUV�ZLOO�FRQWLQXH�WR�EH�DEOH�WR�ZULWH�RII�D�GHEW�WKDW�LV�EDG

DQG�WR�ZULWH�RII�SDUW�RI�D�GHEW�ZKHUH�RQO\�VRPH�RI�WKH�GHEW�LV�EDG�

7KH�UHFRPPHQGDWLRQ�ZLOO�DOVR�UHWDLQ�WKH�H[LVWLQJ�FDSDFLW\�IRU�ILQDQFLDO

LQVWLWXWLRQV�VXFK�DV�EDQNV��FUHGLW�XQLRQV�DQG�EXLOGLQJ�VRFLHWLHV�WKDW�DUH

SUXGHQWLDOO\�UHJXODWHG�WR�HVWDEOLVK�D�SURYLVLRQ�IRU�EDG�GHEWV�WKDW�KDYH�DOUHDG\

EHHQ�LQFXUUHG�DQG�IRU�ZKLFK�WKHUH�LV�DQ�DFWXDULDO�EDVLV�IRU�WKH�FDOFXODWLRQ�

Appropriate tax recognition of
accounting principles

Recommendation

4.23 Reflecting accounting principles in the Integrated Tax Code

7KDW�DSSURSULDWH�UHJDUG�EH�KDG�WR�DFFRXQWLQJ�SULQFLSOHV�LQ�WKH

GHYHORSPHQW�RI�WD[DWLRQ�OHJLVODWLRQ�IRU�WKH�,QWHJUDWHG�7D[�&RGH�

7KH�5HYLHZ�QRWHG�LQ�$�3ODWIRUP�IRU�&RQVXOWDWLRQ��SDJHV��������WKDW�D�VXEVWDQWLDO

GHJUHH�RI�FRUUHVSRQGHQFH�FDQ�EH�UHFRJQLVHG�EHWZHHQ�WKH�FRQFHSWXDO

EHQFKPDUN�IRU�DQ�LQFRPH�WD[�EDVH�DQG�LQFRPH�VSHFLILHG�LQ�DFFRXQWLQJ

FRQFHSWV�DQG�VWDQGDUGV���)RU�H[DPSOH��WKH�DFFRXQWLQJ�FRQFHSWV�IRFXV�RQ

HFRQRPLF�JDLQV�DQG�ORVVHV�UHJDUGOHVV�RI�WKH�OHJDO�FKDUDFWHU�WKH\�PD\�KDYH

XQGHU�MXGLFLDO�FRQFHSWV�RI�LQFRPH�

'HVSLWH�WKH�FRUUHVSRQGHQFH�EHWZHHQ�WD[DWLRQ�DQG�DFFRXQWLQJ�FRQFHSWV�DW�WKH

KLJKHU�OHYHO��DFFRXQWLQJ�SURILW�FDQQRW�EH�XVHG�GLUHFWO\�DV�WKH�PHDVXUH�RI

WD[DEOH�LQFRPH�
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7D[DWLRQ�DQG�JHQHUDO�SXUSRVH�ILQDQFLDO�UHSRUWLQJ�DUH�LQWHQGHG�WR�VHUYH

GLIIHUHQW�REMHFWLYHV�

%HFDXVH�LQFRPH�WD[DWLRQ�LV�UHTXLUHG�WR�UDLVH�VXIILFLHQW�UHYHQXH�WR�PHHW�WKH

QHHGV�RI�JRYHUQPHQW�LW�UHTXLUHV�OHVV�IOH[LELOLW\�WKDQ�JHQHUDO�SXUSRVH�ILQDQFLDO

UHSRUWLQJ�SUHVHQWV�LQ�WKH�UHFRJQLWLRQ�DQG�PHDVXUHPHQW�RI�LQFRPH���0RUHRYHU�

EHFDXVH�WD[SD\HUV�KDYH�DQ�LQFHQWLYH�WR�PDQDJH�WKHLU�WD[DWLRQ�REOLJDWLRQV

VWUDWHJLFDOO\��UHVWULFWLQJ�WD[SD\HU�FKRLFHV�LQ�WKH�PHDVXUHPHQW�RI�LQFRPH�ZLOO

VRPHWLPHV�EH�QHFHVVDU\�LQ�ZD\V�WKDW�DUH�QRW�UHTXLUHG�IRU�DFFRXQWLQJ�SXUSRVHV�

,Q�FRQWUDVW��ILQDQFLDO�UHSRUWLQJ�H[SOLFLWO\�DOORZV�JUHDWHU�VXEMHFWLYLW\�LQ�WKH

UHFRJQLWLRQ�DQG�PHDVXUHPHQW�RI�LQFRPH�WKURXJK�WKH�VHOHFWLRQ�RI�DSSURSULDWH

DFFRXQWLQJ�SROLFLHV��SURYLGHG�WKHVH�DUH�GLVFORVHG�LQ�WKH�ILQDQFLDO�VWDWHPHQWV�

7KH�QRWLRQ�RI�PDWHULDOLW\�LQIOXHQFHV�ZKHWKHU�DQ�LWHP�LV�UHTXLUHG�WR�EH

UHFRJQLVHG�IRU�ILQDQFLDO�UHSRUWLQJ�SXUSRVHV�DQG�DOVR�WKH�PDUJLQ�RI�HUURU�WKDW�LV

DFFHSWDEOH�LQ�WKH�DPRXQW�DWWULEXWHG�WR�DQ�LWHP���0DWHULDOLW\�LV�D�PDWWHU�RI

SURIHVVLRQDO�MXGJPHQW�

,Q�PRUH�SUDFWLFDO�WHUPV��QRW�DOO�WD[SD\HUV�DUH�UHTXLUHG�WR�SUHSDUH�ILQDQFLDO

VWDWHPHQWV�LQ�DFFRUGDQFH�ZLWK�DFFRXQWLQJ�VWDQGDUGV���,Q�DGGLWLRQ��WKH�WD[�ODZ

FRXOG�DOVR�QRW�SDVVLYHO\�UHIOHFW�FRQWLQXDO�FKDQJHV�LQ�DFFRXQWLQJ�VWDQGDUGV�LQ

WKH�PHDVXUHPHQW�RI�WD[DEOH�LQFRPH���$FFRXQWLQJ�VWDQGDUGV�LQ�$XVWUDOLD�DOVR

GLIIHU�IURP�LQWHUQDWLRQDO�VWDQGDUGV���0RUHRYHU��DFFRXQWLQJ�UXOHV�DUH

LQVXIILFLHQWO\�FRPSUHKHQVLYH�LQ�VRPH�DUHDV�WR�EH�XVHG�IRU�WD[DWLRQ�SXUSRVHV��

IRU�H[DPSOH��LQ�UHODWLRQ�WR�ILQDQFLDO�DVVHWV�DQG�OLDELOLWLHV�

1HYHUWKHOHVV��WKH�VXEVWDQWLDO�FRUUHVSRQGHQFH�EHWZHHQ�WD[�DQG�DFFRXQWLQJ

LQFRPH�DW�WKH�FRQFHSWXDO�OHYHO�PHDQV�WKDW�DFFRXQWLQJ�FRQFHSWV�DQG�VWDQGDUGV

VKRXOG�EH�DEOH�WR�DVVLVW�LQ�WKH�GHYHORSPHQW�RI�UXOHV�VSHFLI\LQJ�WD[DEOH�LQFRPH�

$�FRQVHTXHQW�JUHDWHU�PDWFKLQJ�RI�WD[�DQG�DFFRXQWLQJ�UHTXLUHPHQWV�VKRXOG

UHGXFH�FRPSOLDQFH�FRVWV�IRU�PDQ\�WD[SD\HUV�

7KH�5HYLHZ�KDV�GUDZQ�RQ�DFFRXQWLQJ�SULQFLSOHV�LQ�GHYHORSLQJ�WKH�GUDIW�ODZ

DFFRPSDQ\LQJ�WKLV�UHSRUW���0RVW�LPSRUWDQWO\��WKH�FDVKIORZ�WD[�YDOXH�UHJLPH

GUDZV�KHDYLO\�RQ�DFFRXQWLQJ�FRQFHSWV�LQ�VSHFLI\LQJ�WKH�ERXQGDU\�OLQHV�EHWZHHQ

LPPHGLDWH�ZULWH�RII��DPRUWLVDWLRQ�RU�FDSLWDOLVDWLRQ�RI�EXVLQHVV�H[SHQGLWXUH�

7KHVH�ERXQGDU\�OLQHV�DUH�EDVHG�RQ�HFRQRPLF�FRQFHSWV�UHODWLQJ�WR�WKH�WLPLQJ�RI

WKH�IXWXUH�EHQHILWV�DULVLQJ�IURP�WKH�H[SHQGLWXUH�³�UHSODFLQJ�FXUUHQW

LQFRQVLVWHQFLHV�DQG�DQRPDOLHV�VWHPPLQJ�IURP�WKH�GLVWLQFWLRQ�EHWZHHQ

UHFXUUHQW�DQG�FDSLWDO�H[SHQGLWXUH�

$V�D�IXUWKHU�H[DPSOH��WKH�GUDIW�OHJLVODWLRQ�IRU�WKH�VLQJOH�UHJLPH�IRU�GHSUHFLDEOH

DVVHWV�DOVR�PRYHV�FORVHU�WR�WKH�DFFRXQWLQJ�WUHDWPHQW�LQ�PDQ\�UHVSHFWV���7KH

FRUUHVSRQGHQFH�EHWZHHQ�WKH�SURSRVHG�FRQVROLGDWLRQ�UHJLPH�IRU�ZKROO\�RZQHG

JURXSV�DQG�DFFRXQWLQJ�VWDQGDUGV�VKRXOG�DOVR�KHOS�WR�SURYLGH�HDUO\�FRPSOLDQFH

EHQHILWV�
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'UDZLQJ�RQ�DFFRXQWLQJ�SULQFLSOH�ZKHUH�SRVVLEOH�LQ�WKH�GHYHORSPHQW�RI�IXWXUH

LQFRPH�WD[�ODZ�VKRXOG�VHH�PRUH�FRQYHUJHQFH�RI�DFFRXQWLQJ�DQG�WD[�WUHDWPHQW

RYHU�WLPH�

Recommendation

4.24 Towards convergence of tax and accounting treatments

7KDW�WKH�$XVWUDOLDQ�7D[DWLRQ�2IILFH�ZRUN�ZLWK�WKH�DFFRXQWLQJ�DQG�WD[

SURIHVVLRQV�WR�LGHQWLI\�GLIIHUHQFHV�EHWZHHQ�WKH�DFFRXQWLQJ�DQG�WD[DWLRQ

WUHDWPHQWV�RI�SURILWV�ZLWK�D�YLHZ�WR�EHWWHU�DOLJQLQJ�WKHVH�WUHDWPHQWV

ZKHUH�WKH�GLIIHUHQFHV�DUH�LQDSSURSULDWH�

$V�QRWHG��FHUWDLQ�RI�WKH�5HYLHZ·V�SURSRVDOV�ZLOO�PRYH�WD[�DQG�DFFRXQWLQJ

WUHDWPHQWV�RI�LQFRPH�FORVHU�WRJHWKHU���7KLV�ZLOO�UHGXFH�FRPSOLDQFH�FRVWV�

+RZHYHU��WKH�FDOFXODWLRQ�RI�WD[DEOH�LQFRPH�ZLOO�QRW�JHQHUDOO\�EH�WKH�VDPH�DV

WKH�FDOFXODWLRQ�RI�SURILWV�XQGHU�WKH�DFFRXQWLQJ�VWDQGDUGV�

,GHQWLILFDWLRQ�DQG�DQDO\VLV�RI�WKH�GLIIHUHQFHV�EHWZHHQ�WKH�FDOFXODWLRQ�RI

DFFRXQWLQJ�SURILWV�DQG�WD[DEOH�LQFRPH�ZLOO�EH�RI�DGYDQWDJH�WR�ERWK�WD[SD\HUV

DQG�WD[�DGPLQLVWUDWLRQ���7KHVH�GLIIHUHQFHV�ZLOO�EH�KLJKOLJKWHG�DQG�ZLOO�KDYH�WR

EH�MXVWLILHG���7KLV�KDV�WKH�SRWHQWLDO�WR�PRYH�WKH�DFFRXQWLQJ�DQG�WD[DWLRQ

V\VWHPV�FORVHU�WRJHWKHU��IXUWKHU�UHGXFLQJ�FRPSOLDQFH�FRVWV�
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Attachment A

Demonstration of cashflow/tax value approach

7KLV�$WWDFKPHQW�SUHVHQWV�D�GHPRQVWUDWLRQ�FDVH�VWXG\�LQFOXGLQJ�ILYH�VWDWHPHQWV

VKRZLQJ�KRZ�WKH�ILQDQFLDO�VWDWHPHQWV��WKH�FXUUHQW�FDOFXODWLRQ�RI�WD[DEOH

LQFRPH�DQG�WKH�FDVKIORZ�WD[�YDOXH�DSSURDFK�LQWHUUHODWH�

6WDWHPHQW����HQWLWOHG�¶6WDWHPHQW�RI�7D[DEOH�,QFRPH��ZRUNLQJ�IURP�WD[�YDOXHV

RI�DVVHWV�DQG�OLDELOLWLHV�·��LV�D�IRUPDW�ZKLFK�FDQ�EH�XVHG�LQ�RQH�RI�WZR�ZD\V�WR

JHQHUDWH�WKH�VDPH�WD[DEOH�LQFRPH���,W�FDQ�EH�XVHG�DV�

� WKH�SULPDU\�PHWKRG�WR�FDOFXODWH�WKH�WD[DEOH�LQFRPH�RI�WKH�WD[SD\LQJ�HQWLW\�

RU

� D�UHFRQFLOLDWLRQ�VWDWHPHQW�WR�YHULI\�WKDW�WKH�WD[DEOH�LQFRPH�DV�FDOFXODWHG�E\

RWKHU�DSSURDFKHV�LV�LQ�DFFRUG�ZLWK�WKH�SURSRVHG�WD[�ODZ�

7KH�RQO\�LQIRUPDWLRQ�QRW�FXUUHQWO\�XVHG�E\�PRVW�WD[SD\HUV�LQ�FDOFXODWLQJ

WD[DEOH�LQFRPH�LV�WKH�JURVV�DPRXQW�RI�WKH�UHFHLSWV�DQG�SD\PHQWV�IRU�WKH

WD[SD\LQJ�HQWLW\���7KLV�LQIRUPDWLRQ�ZLOO�EH�UHDGLO\�DYDLODEOH�IRU�HQWLWLHV�WKDW

SURGXFH�FDVK�IORZ�VWDWHPHQWV���)RU�WKRVH�WD[SD\LQJ�HQWLWLHV�WKDW�DUH�SDUW�RI�D

JURXS�WKDW�RQO\�SURGXFHV�D�FRQVROLGDWHG�IXQGV�VWDWHPHQW��WKH�FRQVROLGDWLRQ

ZRUNVKHHW�VKRXOG�XVXDOO\�GLVFORVH�WKH�UHFHLSWV�DQG�SD\PHQWV�RI�HDFK�VXEVLGLDU\

LQ�DUULYLQJ�DW�WKH�FRQVROLGDWHG�WRWDOV���)RU�VLPSOHU�EXVLQHVVHV�WKH�WRWDO�RI

UHFHLSWV�DQG�SD\PHQWV�LQ�WKH�FDVK�DFFRXQW�ZRXOG�SURYLGH�WKH�QHFHVVDU\

LQIRUPDWLRQ�

6WDWHPHQW���SURYLGHV�WKH�LQIRUPDWLRQ�QHFHVVDU\�IRU�WKH�UHFRQFLOLDWLRQ�EHWZHHQ

WKH�DFWXDO�DQG�WKH�SULPD�IDFLH�$XVWUDOLDQ�WD[�SD\DEOH���DV�UHSRUWHG�E\�OLVWHG

FRPSDQLHV�ZKHQ�WKHUH�LV�JUHDWHU�WKDQ�D����SHU�FHQW�GLIIHUHQFH�EHWZHHQ�WKH�WZR

DPRXQWV�

)ROORZLQJ�DUH�ILYH�VWDWHPHQWV�WR�LOOXVWUDWH�KRZ�WKH�ILQDQFLDO�DQG�WD[DWLRQ

VWDWHPHQWV�LQWHUUHODWH�

6WDWHPHQW��� 3URILW�DQG�/RVV�6WDWHPHQW

6WDWHPHQW��� 7D[DEOH�,QFRPH�²�W\SLFDO�FXUUHQW�FDOFXODWLRQ�EDVLV�

6WDWHPHQW��� 6WDWHPHQW�RI�7D[DEOH�,QFRPH���FDVKIORZ�WD[�YDOXH

DSSURDFK�

6WDWHPHQW��� &DVK�)ORZ�6WDWHPHQW

6WDWHPHQW��� 1RWHV�DFFRPSDQ\LQJ�%DODQFH�6KHHW���7KLV�VWDWHPHQW�JLYHV

EDFNJURXQG�LQIRUPDWLRQ�VKRZLQJ�EDODQFH�VKHHW�YDOXHV

DQG�WD[�YDOXHV�IRU�LQFRUSRUDWLRQ�LQ�6WDWHPHQW���DERYH�
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7KH�VWDWHPHQWV��DV�SUHVHQWHG��DOORZ�WKH�UHDGHU�WR�FRUUHODWH�DPRXQWV�GHULYHG

IURP�WKH�SURILW�DQG�ORVV�DQG�FDVK�IORZ�VWDWHPHQWV���1RW�VXUSULVLQJO\�WKH�WD[DEOH

LQFRPH�GHWHUPLQHG�E\�ERWK�PHWKRGV�RI�FDOFXODWLRQ�LV�LGHQWLFDO��VHH

6WDWHPHQWV���DQG����

7KH�VWDWHPHQWV�WKDW�IROORZ�LQFOXGH�EDODQFH�VKHHW�ILJXUHV�GHULYHG�XS�WR�WKH

VWDJH�RI�GHWHUPLQLQJ�SURILW�EHIRUH�WD[���7KLV�LV�WKH�SRLQW�DW�ZKLFK�WD[DEOH

LQFRPH�ZRXOG�EH�FDOFXODWHG�XVLQJ�WKH�6WDWHPHQW���PHWKRG���6WDWHPHQW���FDQ

DOVR�EH�SUHSDUHG�XVLQJ�ILQDO�EDODQFH�VKHHW�DPRXQWV�²�WKDW�LV��DIWHU

GHWHUPLQDWLRQ�RI�QHW�SURILW��SURYLVLRQ�IRU�WD[DWLRQ��FXUUHQW��GHIHUUHG�DQG�RU

IXWXUH�WD[�EHQHILWV���SURYLVLRQ�IRU�GLYLGHQG��DQG�WKH�UHWDLQHG�HDUQLQJV�EDODQFH�

7KH�PHWKRG�XVHG�LQ�6WDWHPHQW���ZRUNV�HTXDOO\�ZHOO�DW�HLWKHU�VWDJH�DQG�

QDWXUDOO\��WKH�DPRXQW�IRU�WD[DEOH�LQFRPH�WKDW�LV�FDOFXODWHG�DW�HLWKHU�VWDJH�LV�WKH

VDPH�

,I�WKH�PHWKRG�LV�XVHG�WR�UHFRQFLOH�WKH�WD[DEOH�LQFRPH�WR�WKH�WD[�ODZ��LW�LV�OLNHO\

WKDW�WKH�VSUHDGVKHHW�ZRXOG�VWDUW�IURP�WKH�ILQDO�EDODQFH�VKHHW�QXPEHUV�

,I�WKH�6WDWHPHQW���PHWKRG�LV�DGRSWHG�DV�WKH�EDVLF�PHWKRG�RI�FDOFXODWLQJ

WD[DEOH�LQFRPH��WKHQ�QDWXUDOO\�WKH�WD[SD\HU�ZLOO�VWDUW�IURP�SURILW�EHIRUH�WD[��DV

LQ�WKH�LOOXVWUDWLYH�FDVH�VWXG\��

7KH�LOOXVWUDWLYH�VWXG\�VWDUWV�IURP�SURILW�EHIRUH�WD[�VR�WKDW�ERWK�6WDWHPHQWV��

DQG���DUH�WDNHQ�WR�WKH�WD[DEOH�LQFRPH�VWDJH�

7KLV�GHPRQVWUDWHV�ERWK�WKH�WHFKQLTXH�DQG�WKH�LGHQWLFDO�UHVXOWV�IRU�WD[DEOH

LQFRPH�

Some comments on the statements

7KH�SURJUHVVLRQ�IURP�WKH�SURILW�DQG�ORVV�VWDWHPHQW��LQ�6WDWHPHQW����WR�WD[DEOH

LQFRPH��LQ�6WDWHPHQW����LV�UHDGLO\�GLVFHUQLEOH���1RQ�FDVK�FKDUJHV��VXFK�DV�WKH

SURYLVLRQ�IRU�GRXEWIXO�GHEWV��ZKLFK�DUH�H[SHQVHG�LQ�DUULYLQJ�DW�SURILW�EHIRUH

WD[��EXW�QRW�GHGXFWLEOH�IRU�WD[��DUH�DGGHG�EDFN�RQ�6WDWHPHQW���

1RQ�GHGXFWLEOH�H[SHQGLWXUHV�FKDUJHG�DJDLQVW�HDUQLQJV�DUH�DGGHG�EDFN�DQG

FRQFHVVLRQDO�DPRXQWV�GHGXFWLEOH�IRU�WD[�DUH�VXEWUDFWHG�LQ�DUULYLQJ�DW�WD[DEOH

LQFRPH���7KHVH�VDPH�DGMXVWPHQWV�DUH�DOVR�UHTXLUHG�LQ�6WDWHPHQW���DQG�DUH

GHVFULEHG�DV�¶,QFRPH�7D[�/DZ�$GMXVWPHQWV·�LQ�WKH�SURSRVHG�WD[�ODZ���7KH\

KDYH�EHHQ�VKRZQ�LQ�ER[HV�LQ�6WDWHPHQWV���DQG���WR�KLJKOLJKW�WKH�LGHQWLFDO

WUHDWPHQW�UHTXLUHG�

7KH�VXE�WRWDOV�RQ�ERWK�VWDWHPHQWV��������������EHIRUH�WKH�DGMXVWPHQWV�DUH�

QDWXUDOO\��LGHQWLFDO���7KH�XQLI\LQJ�SULQFLSOH���FDVK�UHFHLSWV�OHVV�SD\PHQWV

SOXV�PLQXV�FKDQJHV�LQ�WD[�YDOXHV����JLYHV�WKH�VDPH�UHVXOW�IRU�WD[DEOH�LQFRPH

EHIRUH�WKH�WD[�DGMXVWPHQWV�LQ�WKH�ER[HV��XQGHU�ERWK�PHWKRGV�
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7KH�UHVXOWV�DUH�LGHQWLFDO�EHFDXVH�RI�WKH�OLQNDJH�EHWZHHQ�WKH�WZR�PHWKRGV���)RU

H[DPSOH��VDOHV�UHYHQXH�H[SUHVVHG�DV�VDOHV�PDGH�GXULQJ�WKH�\HDU�FRPSULVLQJ

WKRVH�SDLG�IRU�DQG�WKRVH�\HW�WR�EH�SDLG�IRU��WKDW�LV��GHEWRUV��JLYHV�WKH�VDPH

UHVXOW�DV�FDVK�UHFHLSWV�IRU�VDOHV�UHFHLYHG�GXULQJ�WKH�\HDU�SOXV�PLQXV�WKH�FKDQJH

LQ�WKH�GHEWRUV�DFFRXQW�

7KH�PHWKRG�RI�FDOFXODWLQJ�WKH�WD[�YDOXH�RI�DVVHWV�DQG�OLDELOLWLHV�LV�UHIHUUHG�WR�LQ

WKH�QRWHV�WR�6WDWHPHQW���DQG�LQ�WKH�GHWDLO�RI�6WDWHPHQW���

7D[SD\HUV�ZKR�FRQWLQXH�WR�XVH�WKHLU�HVWDEOLVKHG�FRPSXWHU�VRIWZDUH�WR

FDOFXODWH�WD[DEOH�LQFRPH�ZLOO�KDYH�WKH�LQIRUPDWLRQ�WR�UHDGLO\�FRPSOHWH�D

VSUHDGVKHHW��LQ�WKH�IRUPDW�DGRSWHG�IRU�6WDWHPHQW����LQ�D�UHODWLYHO\�VKRUW�WLPH

IUDPH���$V�VWDWHG�HDUOLHU��WKH�RQO\�DGGLWLRQDO�LQIRUPDWLRQ�UHTXLUHG�LV�WKH

DJJUHJDWH�UHFHLSWV�DQG�SD\PHQWV�IRU�WKH�WD[�\HDU���,W�ZLOO�QRW�UHSUHVHQW�DQ

DGGLWLRQDO�VLJQLILFDQW�LQFUHDVH�LQ�FRPSOLDQFH�FRVWV�

7KH�EDVLV�RI�FDOFXODWLRQ�GHVFULEHG�LQ�WKLV�SDSHU�ZLOO�DSSO\�JHQHUDOO\�EXW�WKH

5HYLHZ�LV�UHFRPPHQGLQJ�D�VLPSOLILHG�WD[�V\VWHP�DSSURDFK�IRU�VPDOO

EXVLQHVVHV�

7KH�LPSRUWDQW�DGYDQWDJH�LV�WKDW�WKH�WD[�V\VWHP��LWVHOI��ZLOO�KDYH�JUHDWHU

GXUDELOLW\�DQG�ZLOO�EH�OHVV�FRPSOH[���7KH�UHVXOWLQJ�UHGXFWLRQ�LQ�FRPSOLDQFH

FRVWV�VKRXOG�FHUWDLQO\�SURYH�JUHDWHU�WKDQ�WKH�HIIRUW�UHTXLUHG�WR�SURGXFH�WKH

HTXLYDOHQW�RI�6WDWHPHQW���WR�HVWDEOLVK�WKDW�WKH�WD[DEOH�LQFRPH�FDOFXODWHG�E\�DQ\

RWKHU�PHWKRG�LV�LQ�DFFRUG�ZLWK�WKH�WD[�ODZ�
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Statement 1

Profit and Loss Statement 1999 ($‘000)
Sales revenue  See Note 1 65,300

Expenditure  See Note 2 58,100
Depreciation 1,200
Goodwil l  amortisation 230
Provision for doubtful debts 1
Employee entitlements
- current 150
- non-current -10 140

Other l iabil ities/provisions
- current 200
- non-current 10 210

Reduction in prepayments 25 59,9064

5,394
Increase in stocks 1,000

Prof it  bef ore t ax 6,3944

Memorandum information (for reconcil iation purposes)

Note 1
Sales revenue
 Sales receipts 65,000

Increases in debtors 100
200

65,3002
Note 2
Expenditure

Cash costs 57,000
Increases in creditors 500

600

58,100
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Statement 2

Taxable income �� current calculation ($‘000)
Prof it  bef ore t ax 6,394

Add back Book depreciation Plant 1,180
Deduct Tax depreciation Plant -1,495 -315 

Add back Book depreciation Building 20
Deduct Tax depreciation Building -5 15

Add back Goodwil l  amortisation 230

6,324
Add back Provision for doubtful debts 1

Provision for employee entitlements 140

Other l iabil ities/other provisions Add      Book 210
Deduct Tax -50 301

6,625
Non-deduct ible expendit ures

Entertainment 53
Subscriptions 10
Legal expenses 75
Other 10 148

6,773

Deduct R&D concession -175 -175 

Taxable income 6,598

Note:  Adjustments of the kind shown in the box are the same adjustments required as shown in
the ’Tax Adjustments‘ column in Statement 3, ’Statement of Taxable Income �  cashflow/tax
value approach’.
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Statement 3

Statement of taxable income �� cashflow/tax value approach ($‘000)
Statem ent of Taxabl e Incom e N et Change Tax Taxabl e
(w orki ng from  tax val ues of 1999 1998 1999 1998 i n A djust- I ncom e
assets and liabi liti es)  Tax Value m ents Cal cul ati on

Share ho lders Fun ds
Issued Capital 21, 500 20, 000 21, 500 20, 000 -1,500 - 1,500 
O ther Reserves
Retai ned earni ngs + profi t before tax 1 8,894
Retai ned Earni ngs 1 2,500
Taxabl e Incom e bal ance 1 4,850 5, 775

Total  Sharehol ders'  Funds 30, 394 22, 500 26, 350 25, 775

N on-current Liabi l i t ies
Provn for Em ployee Enti tl em ents - N /C 2 50 60 0 0
O ther Liabi liti es/ O ther Provi si ons - N /C 2 50 40 0 0
Provi si on for Incom e Tax - N /C 2 1,191 1, 191

Current Liabi l i t ies
Bank O verdrafts (Net) 3 600 700
Inter- Group Loans - Current 0 0
Trade Credi tors - Current 5, 300 4, 700 5, 300 4, 700 -600 - 600 
Trade Bills Payabl e 100 110 100 110 10 10
Inter- Group Trade Bills Payabl e 0 0
Lease Liabi liti es - Current 0 0
Inter- Group Trade Accounts 3, 500 3, 000 3, 500 3, 000 -500 - 500 
Provn for Em ployee Enti tl em ents 2 1,400 1, 250 0 0
O ther Liabi liti es/ O ther Provns 5 1,700 1, 500 250 200 - 50 - 50 
O ther Credi tors 50 0 50 - 50 - 50 
Provi si on for Incom e Tax - Current 2 0 1,400
Proposed D ivi dend 2 0 1,500

Total  Li abi l i ti es &  Equi ty 44, 335 37, 951 35, 550 33, 785

Goo dw i l l 4,170 4, 200 4, 800 4, 600 200 200

Fixe d A ssets
Land and Buildings 2, 100 2, 000 2, 015 1, 900 115 115
Plant 7, 750 7, 500 5, 535 5, 600 -65 - 65 
Buildings &  Plant under Constructi on 500 260 500 260 240 240

Lease d  A ssets

Future Incom e Tax Benefi ts

N on-Current A ssets
O ther Debtors - N /C

Current A ssets
Stock on Hand 11,000 10, 000 11, 000 10, 000 1, 000 1, 000
Trade Debtors 7, 000 6, 800 7, 000 6, 800 200 200
Prov for Doubtful  Debts 2 -101 - 100 
Inter- Group Trade Accounts 4, 100 4, 000 4, 100 4, 000 100 100
O ther Debtors - Current 250 250 250 250 0 0
Cash on Deposi t 3 5,000 0
Cash at Bank 3 2,216 2, 666
Prepaym ents 5 350 375 350 375 - 25 - 25 

Total  A ssets 44, 335 37, 951 35, 550 33, 785 -925 

Recei pts 66,500

Paym ents 61,850 4, 650 4, 650

N on tax deducti bl e paym ents
 - D ivi dends pai d 1,500 1, 500
 - Incom e tax pai d 1,400 1, 400

6,625
Non t ax deducti bl e expen di t ure
 - Entertai nm ent - NTD 4 53 53
 - Subscri pti ons - NTD 4 10 10
 - Legal  - NTD 4 75 75
 - O ther 4 10 10
O ther A djustm ents
 - R&D concessi on 4 -175 - 175 

Taxa bl e Incom e  6, 598
Less,  Revenue losses transferred in 0

Incom e on w hich tax is payabl e 6,598         

Book Values Tax Values 

1RWHV

1 Retained earnings and non-cash additions to reserve accounts have no tax value.
2 Provisions balances have no tax value.
3 Cash balances (positive and negative) have no tax value.
4 The amounts in the box in 'Taxable Income' column are the same adjustments as appear in the current conventional calculation of taxable income.
5 Adjusted for non-deductible amounts.
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Statement 4

Cash Flow Statement 1999 ($‘000)

Sales receipts 65,000
Issued capital 1,500

66,500

Cash costs 57,000
Purchase of assets 1,500
Assets under construction 240
Goodwill  acquired 200 1,940

Repayment of trade bills 10
Dividends paid 1,500
Taxation paid 1,400 2,910 61,850

Cash generated 4,650

Overdraf t   - Opening balance 700
                     - Closing balance 600 100

Increase in cash 4,550

Opening balance 2,666

7,216
Cash on deposit 5,000

Cash at  bank 2,216
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Statement 5

Notes accompanying balance sheet 1999 ($‘000)
Financial Tax
Account s Values

Ret ained Earnings + prof it  bef ore t ax
Opening balance 2,500
Profit before tax per P&L 6,394

Closing balance 8,894

Fixed Asset s
Land and buildings

Opening balance 2,000 1,900
Additions 120 120

2,120 2,020
Depreciation 20 5

Closing balance 2,100 2,015

Plant
Opening balance 7,500 5,600
Additions - cash 1,380
                 - creditors 50 1,430 1,430

8,930 7,030
Depreciation 1,180 1,495

Closing balance 7,750 5,535

Buildings and plant under construction
Opening balance 260 260
Additions 240 240

Closing balance 500 500

Goodwill
Cost 4,600 4,600
Accumulated amortisation to beginning of year 400 0

Opening balance 4,200 4,600
Acquired during year 200 200
Amortisation 230 0

Closing  balance 4,170 4,800

Issued Capit al
Opening balance 20,000 20,000
Increase 1,500 1,500

Closing balance 21,500 21,500

Movement s in Provisions Provision for 
employee 

entitlements 
current

Provision for 
employee 

entitlements 
non-current

Other 
l iabil ities/
provisions 

current

Other 
l iabil ities/
provisions

non-current

Book values
Opening balance 1,250 60 1,500 40
Profit and Loss 150 -10 200 10
Amounts paid 0 0 0 0
Closing balance 1,400 50 1,700 50

Tax values
Opening balance 0 0 200 0
Movement 0 0 50 0
Amounts paid 0 0 0 0
Closing balance 0 0 250 0




