Year Investment  MNet Change  “alue Incorme Cash Tax Tax Tot income
Receipts  in Value Flow Yalue  Deprecn B10.5
a 1000 1000 -1000 1000
1 a o 100 1100 100 o 1000 a Tax value
2 a 0 110 1210 110 0 1000 0 | rermains at
3 0 0 121 1331 121 0 1000 0 original
4 0 0 133/" 1454 133 0 1000 0 | $1000 cost
5 -1611 0 146 1611 146 1611 1000 a
Eire-tax Actual value increasing at 10% | [ 10.00% |
Benchmark Tax Treatment
Cash Cash s
‘ ear Tax F oy Tax F oy
0 0 -1000 -1000 S Actual value ] | Capital
1 47 -47 1] a 1400 F‘ gains
2 52 -52 1] a 1200 not
3 a7 57 ] 1] 1000 _J taxed
4 B3 -H3 0 a = an0n Tax value
5 BS 1542 1] 1611 = i
Fost-tax 287 5.30% 1] 10.00% o
Benchmark: For direct Selected tax treatment: 2100
investor, tax at 47% on With no tax on capital 0 . . . .
annual change in value gains, after-tax return 0 5 5 4 s
reduces 10% pre-tax remains at the 10% Vi
return by 47% to 5.3% pre-tax level.
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