Blank | Undo | 5 INFRASTRUCTURE COMPANY

fear a 1 2 3 4 5 2] 7 g g 10
Pre.tax . Asset value
Value net assets 000 100 1210 1331 1484 18&7 1676 1734 1919 2053 19ay|«Uncludes bank afc)
Met receipts 0 0 0 0 0 220 226 234 242 252 2621 Includes interest
Cash flaw -1000 a a a a 44 47 a0 54 a3 2253 earned from
FPre-tax return % IRR | Clr 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 EI.EII 10.0 retentions in 10%
Post-tax | 10% pa pre-tax return hank alc
Tax walue 1000 1100 1210 1331 1464 1567 1676 1754 1919 2083 1997 Tax value = value |
Change in tax value 100 110 141 133 __» -73 -7a -Bh -b3 -B0 a7
Balancing adjustmt | [_5% depreciation on §1464 Year 4 infrastructure asset o o o o Ul< Mo depreciation
CGT bal adj Cornpany tax rate 30% 0 0 0 0 0 0 halancing
Fost-tax cash flow -1000 -30 -33 -36 -40 a a a a a 21971 | adjustment as tax
Acc tax paid h , 30 b3 33 135 BEE 230 280 334 392 453] |value = asset value
Post-tax retum % _|RR | Clr OO 00 >~ 00 00 0.0 0.0 0.0 0.0 0.0} 70w

| Extra capital contributed | | Company's 10% pre-tax return becomes 7% with annual economic income taxed

i = SHAREHOLDERS
Retain entity/sell (0/1) 1 1 1 1 1 1 1 1 1 0|L=hares sold each year
Retain/distribute a a a a a a a a a 11 Mo cash distributed
“alue (share) 1000 1100 1210 1331 1464 1567 1676 1794 1919 2053 a until liquidation
Tax value (share) 1000 1100 1210 1331 1464 1567 1676 1754 1919 2063 0f [om pa pre-tax
Franked d_w_mt (share) 70 77 85 93 102 110 M7 126 134 T4 R
Lnfrank div int{zhare) 0 0 0 0 0 0 0 0 0 0 enchmaiie g5
Return.nf cap (share]j -1000 0 0 0 0 0 0 0 0 0 11389 pa return post-tax
i e A 7 S T BT <t e
CiET taxed at 47% 0 | Tax on accrued gains | 0 0 0 0 0 0 SEERAEL et
out and are taxed

Fost-tax cash flow -1000 10583 1158 1274 1402 1542 1650 1765 18549 2021 2IB2] [
Fost-tax return 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 001 [etaime ot ares in
Feturnisales) Delete | Y E30% 5. 30% 5.30% 5.30% 5.30% 5.30% 5.30% 5.30% 5.30% 5.30%]|*ihe vear it arises
Acc overall iftax paid] 47 89 156 218 287 351 439 524 B14 710 5

With no distributions before liguidation, $1133 of cash on liquidation returns the original $1000 capital contibuted plus the $139 extra
capital contributed in Years 1 to 4 to cover company tax on accrued gains. Sharehalders pay tax at 47% each year on grassed-up
franked' dividends (ie taxable income=economic income) less franking credits regardless of distributions. CGT adjustments to the tax
value of shares ensures that double tax does not on the sale of shares despite the company retaining income.

Extra tax revenue beyond
%553 because of cash
tetained in 10% bank account

INFRASTRUCTURE COMPANY: FULL INTEGRATION (INCLUDING IMPUTATION) WITH SALES OF SHARES BUT NO DISTRIBUTIONS EACH YEAR



