Rlank|Undo| ENTITY
Year a 1 2 3 4 5 = 7 g 9 10
Pre-tax ;
Yalue net assets 2000 1950 1932 1045 1986 9054 | Combined depreciating asset and appreciating asset |
Met receipts a 250 213 181 154 13 o a a a ol
Change in value : ] -50 -18 13 41 E3 | Met asset walue increases from YearSl |
Income o 200 195 193 195 133 Econamic income = et receipts + change in asset value |
Cash flow -2000 250 213 181 154 2185 d ] ] ] ]
FPre-tax return % IRR | Cr .o 0.0 0.0 0.0 10.0 0.0 0.0 0.0 D.D| 0.0
Post-tax
Tax walue 2000 1700 1490 1343 1240 1168 o o a o a
Change in tax value =300 -210 147 -103 72 30% annual depreciation allowances for asset depreciating at 15% pa|
Balancing adjustmt 6 1] 1] 1] ] 7B Balancing adjustment on disposal of depreciatlinq asset |
EGT bal ad] - 2 . EEg 213 ’IF"|1:I 133 1331 |CGT on sale of of appreciating asset (100% nfinDcrease in valug) ]
ost-tax cash flow - = e - =
Act tax paid 1 15 14 1 11 Sog e E”:'W?{ :'tet:'j- -’E'W — ol
_ 0 mtity's return higher than 7% because of capital gains an
Posttax retum IDM oo oo oo D'DI_”I depreciation tax preferences in taxable income
i & ENTITY OWNERS/BENEFICIARIES
Retain entity/sell 0/1) 1 1 1 1 o L Interests sold eachyear | g 0
Retainfdistribute 1 1 1 1 1 | All cash distributed each vear | 0
“alue (share) 8 2000 1950 1932 1945 1986 a Wyith all cash from net receipts being distributed acrass the years,
Tax walue (share) 2000 1950 1932 1945 1986 746 692 of accrued gains is effectively included in untaxed income prior
Franked div (share) -35 2 24 35 BE1 ta liguidation with a matching reduction in tax value of entity
Lnfranked div (share) 2450 {192 147 103 1] interests. In addition, $68 return of capital occurs in Years 1 & 2
Return of cap (share)) -2000 a0 | 18 a 0 1240 when cash distributed exceeds annual ecanomic income.
Tax paid |10% to 5.3% post tax each [ 109 =N 75 &7 161 XThereﬁjre, only $1240 of cash paid out on liguidation is counted as a
CGT basqyear as net recpts + assets a 0 13 M TR return of capital compared to the original $2000 capital contributed
CGET value chrge taxed at 47 % 0 0 5] 19 -3A1 (2000 - 58 - $692. Thus, a capital loss of $746 is realised on
Post-tax cash flow YTDD 2106 2053 2035 2048 2091 liguidation by those buying the entity in Year 4 ($1986 - §1240),
Post-tax return 0.na 0.0 0.0 0.0 oo TTIT TT1T TT1T T T
Returnigaleg). Cialate | Y5 a0 JII 5 0%, 5 A0 5 0% 5 0% $461 total tax revenue (ie 47% i $982 of total economic income
Acc overall iftax paid ] 54/ 186 776 S50 451 fram the entity's assets)

Lnfranked dividends in a year reflact economic income of the entity that is nat taxed in the entity in that year because of capital gains and depreciation tax
preferences. They total $282 across all years. Franked dividends reflect income that is taxed in the entity. They total $687 across all years including the final
year when all realised capital gains are taxed - and, in tumn, reflect all the $382 of economic income from the entity's assets - ie $687/1-0.3). The Year 1
negative amaunt of franked dividends reflects reduced franked dividends paid because the $50 tax loss in that year is written off against other income.

FULL IMPUTATION: DISTRIBUTION AND SALE OF INTERESTS EACH YEAR



