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Information

This book is part of package of material released by the Board of Taxation to inform further
consultation on the tax value method (TVM).  Available printed material includes:

! Tax value method:  an overview;

! Tax value method:  information paper;

! Tax value method:  demonstration legislation (prototype 4); and

! Tax value method:  explanatory material (prototype 4).

These publications and other material are available on the Board website:
http://www.taxboard.gov.au

Your contacts for further information about the:

Consultation process Ms Fiona Spry (02) 6263 4369
Mr Murray Edwards (02) 6263 4466

Prototype legislation Mr Greg Pinder (02) 6216 1019
Mr Phil Bignell (02) 6216 1734

Case studies and workshops Mr Greg Wild (02) 6216 2269
Mr David Piper (02) 6216 5416

Or e-mail: taxvaluemethod@taxboard.gov.au

Disclaimer

This book provides a brief introduction to the TVM  accordingly it is not a definitive guide to
this proposal, which will depend on the law, should it be enacted by Parliament.

While all care has been taken to ensure the highest possible standards and accuracy of the
contents of this publication, no person is entitled to place legal reliance on it.  Any specific or
other tax advice required should be obtained from a qualified professional person.
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Submissions

The Board of Taxation is seeking written submissions to assist it in evaluating the feasibility of
introducing the TVM.

Issues on which the Board welcomes comment include those outlined in the Chairman�s
introduction on page 4.

Submissions should be received by 30 April 2002.  Send your submission to:

The Board of Taxation
C/- The Treasury
Langton Crescent
PARKES  ACT  2600

Or e-mail: taxvaluemethod@taxboard.gov.au

All submissions will be treated as public unless the author indicates to the contrary.  Public
submissions lodged electronically will be published on the Board of Taxation�s website at
www.taxboard.gov.au
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1 WHY CONSIDER THE TAX VALUE METHOD?
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Tax Value Method:  Information paper
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Why consider the tax value method?

Diagram 1-1:  The current system as a patchwork quilt
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A tax language of ‘assessable income’ and ‘allowable deductions’ 
creating distance between tax calculation and normal accounting
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Tax Value Method:  Information paper

Little guidance on timing has led to the need for many complex details
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Why consider the tax value method?
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Why consider the tax value method?
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The impact of current income tax laws on the
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Business decisions are made more difficult because of tax considerations
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Tax Value Method:  Information paper

The options for reform
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Why consider the tax value method?

Diagram 1-2:  The current tax system as a road
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Tax Value Method:  Information paper

Diagram 1-3:  The tax value method as a road

Key reform principles
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The reform should be ‘revenue neutral’
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Why consider the tax value method?

The reform should not significantly alter the tax base

%����		���������������
����
���	"���������������
	���������������������������#��������!� ��� 

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

����"���������!	�"�����,9�"���� ����������� �������������������� �	#�����"�����#����

�
 ��

Underlying principles of the income tax system should not be touched

9�������� ��	���������������� ���������#���������������	��������	#"���� �����
��������������

 ���
���#���		������#��� 	
�������� ��!���������������	���	�����!�#��� �������"����������������

 �		� ������������ ��������� ��������	����	��#����������		#� �	 
	�������
�		#������#��	��� ����

!��� �!	���	�$���������������������� ����������������	�������������"��������
������������	
�������

������� ����������������%���� ������������������
	����� ���������� �����
����	�$��������

Compliance costs should not increase

0��$�����
������������!	� ������������������ ����"���!� ��		#����� ��!	����
������������� �����"

��		��	��#�� ���#��� �������
�������������� ������������
 �� ��!	����#���������� ���������#����

���
	��	�������������
 �������� ��!	��� �� �����
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2 THE TAX VALUE METHOD

What is the tax value method?
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Tax Value Method:  Information paper
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Diagram 2-1:  Viewing the form and economic substance of transactions

Several possible forms of transaction

Expressed through changes in 
receipts, payments, assets, 

liabilities

Common economic 
substance

Current laws look here
(they usually only look below if there is a dispute)

TVM looks here

Looking at simple business activities
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Proceeds: 200,000

Cash

None

Change in liabilities 
(tax value)

Land: -105,000

Change in assets 
(tax value)

Transaction: 
sale of land

Total:  95,000
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Looking at a year overall
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Receipts - Payments +
Closing tax
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-
Opening
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Analysing specific transactions
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The tax value method
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Are there any precedents for the tax value method?
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Tax Value Method:  Information paper

Consistency in the income tax law is improved
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The length and complexity of the law is greatly reduced
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Examples of simpler law under the tax value method   CGT and others
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The tax value method
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Australia has a sturdy platform for future tax changes
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Tax Value Method:  Information paper
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How does the tax value method fit in with the GST?
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Options for implementing the tax value method
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Policy and costing issues
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3 IMPACTS OF THE TAX VALUE METHOD

Overview
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Impacts of the current law
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Table 3-1:  Impacts on stakeholders from processes under the current law

Stakeholders Process Impacts of the current law

Business generally,
especially those entering
complex business
arrangements

Making business decisions

Complying with their taxation
obligations

Preparing tax returns and other
approved forms

Advice needed to understand complex
legislation to determine and minimise tax
implications.

Resources being transferred from
productive business processes.

Individual non business
taxpayers

Completing and lodging tax
returns annually

Finding the time   even for those
individuals with straightforward tax affairs.
The assistance of tax practitioners is often
sought to:

� prepare and lodge returns

� provide advice around the treatment of
CGT or negatively geared
arrangements.
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Stakeholders Process Impacts of the current law

Tax practitioners and ATO Law interpretation

Ensuring compliance with the
law

Need to keep up to date with all
developments.

Hard to understand rules which have little
interpretive guidance and unclear policy
intent.

Courts, tax practitioners and
ATO

Dispute resolution Expensive litigation required because of:

� multiple bases for argument

� precedent value of decisions
diminished by legislative complexity

� impact of judicial decisions on the
whole system are hard to foresee.

Court resources diverted from other issues.

Government, Parliament,
Treasury, ATO and Office of
Parliamentary Counsel

Policy making in response to:

� Government priorities

� business behaviour

� inequitable outcomes

� adverse court decisions.

Law making has become difficult and time
consuming because of:

� no clear basis on which to determine
policy on a whole-of-system basis.
This often results in reactive responses
to solutions proposed

� legislative complexity itself requires
policy responses

� difficulties in explaining new law to
those not well versed in tax law.

There is a significant backlog of
amendments which have been announced
by Government as now applying but are yet
to be legislated.

ATO and Office of
Parliamentary Counsel

Legislating in response to
policy making

Extensive, complex research is required to
fit new law into existing law.  This means
drawn out project cycle times.

No overarching principle on which to base
drafting (creating heterogenous regimes),
making it difficult for legislative
amendments to accurately implement
intended policy.

Complex legislation results in technical
errors which require further amendments to
correct.

Software developers Building new software and
modifying existing software to
reflect changes in the tax
system

Software changes are required to reflect
new initiatives and annual tax return
changes.

Adding functionality to software to improve
current products and meet particular needs
of individuals, businesses and tax
practitioners.

ATO and business Administering the law by:

� promoting and verifying
compliance (for example,
education)

� dealing with
non-compliance

Complex research to match compliance
activities to regimes and roles.

Disparate education for the diverse range of
regimes.

Expanded range of information
requirements.

Effects from interpreting the law and
resolving disputes.
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Potential impacts of the tax value method
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Table 3-2:  Potential impacts from the tax value method

Stakeholders Potential impact of the tax value method

Small and medium businesses Transition costs including:

� understanding and applying TVM concepts

� modifying existing systems, if necessary.

Downstream benefits through improved compliance processes and
support products (like rulings and other publications).

Large businesses Transition costs as with small and medium businesses.

Improved certainty in making business decisions and fewer disputes.

Fewer resources diverted into tax planning.

Individuals not in business Negligible transitional impact.

Downstream benefits through improved compliance processes and
support products (like rulings and other publications).

Tax practitioners Significant transitional impact, particularly for those with large business
clients.  Need to consider scope of education and skilling involved and
any potential effect on tax practitioner population.

Significant medium to longer term benefits through improved processes
for interpreting the law and preparing tax returns and fewer disputes.

Software developers Expect minimal impact on business software used in the day to day
business activities.  This is because business transactions are expected
to be recorded in the software in much the same way as now.

It is anticipated that existing software used by tax practitioners to
prepare tax and other returns, with suitable modifications around
terminology, will enable the calculation of taxable income under the
TVM.  However, further analysis and evaluation is required to confirm
this outcome.

Major concern for software developers is that sufficient time is allowed
for software changes to be implemented.  They support a longer lead
time for TVM development should the concept proceed and have
indicated a willingness to participate in the development process.
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Stakeholders Potential impact of the tax value method

ATO Significant transitional impact.

Significant medium to longer term benefits through improved processes
for interpreting the law and ensuring compliance and fewer disputes.

Improved processes and shorter cycle times for legislating new policy.

The degree of computer systems impacts for the ATO will mainly
depend on what changes are made to tax returns.  Should TVM
proceed, it is important to ensure that, where possible, changes made
prior to its implementation due to other tax change initiatives are
consistent with and reflect TVM concepts.

Office of Parliamentary Counsel Significant transitional impact, dependent in part on how the TVM would
be implemented   see Chapter 4.

Improved processes and shorter project cycle times for legislating new
policy.

Treasury Significant transitional impact.

Improved processes and shorter cycle times for making and
implementing new policy.

Government Transitional political risk.

Improved processes and shorter cycle times for making and
implementing new policy and legislation.

Parliament Improved processes and shorter cycle times for making and
implementing new policy and legislation.

Board’s testing, evaluation and development work

Formal testing and evaluation work
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The TVM policy intent documents
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4 IMPLEMENTATION OF THE TAX VALUE METHOD

A single Act with a ‘big bang’ commencement
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Implementation of the tax value method

Considerations

Advantages of the big bang option
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5 POLICY AND REVENUE CONSEQUENCES
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Review of Business Taxation recommendation for
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Policy and revenue consequences

Table 5-1:  TVM prototype legislation:  changes to current tax outcomes that are
subject to the revenue neutrality constraint

Possible change to current tax outcome Qualitative assessment of revenue impact

Timing differences for investment asset treatment
(currently CGT treatment)

The TVM would recognise the disposal of an asset
when taxpayers’ legal or equitable rights to the asset
cease.  For example, this would result in:

Minor overall revenue loss, with impact on revenue
occurring only when the transactions straddle two
financial years.

� delaying the taxing point from the time a contract
is entered into to the time the contract is settled

Revenue negative.

� bringing the recognition of expenses of granting
options forward from the time the options end to
the time the options are created.  This reflects
that there is no matching asset for such expenses
and therefore they are immediately written off.
Currently these expenses form part of the cost
bast of the options

Revenue negative.

� bringing the taxing point of compensation for loss
or destruction forward from the time the
compensation is received to the time when the
right to receive the compensation arises

Revenue positive.

� bringing the recognition of loss or destruction of
assets forward to the time the loss or destruction
is discovered:

- if there is compensation for the loss or
destruction

Revenue negative.

- if there is no compensation. Nil (current practice).

Differences in treatment of expenditure to acquire
assets

Certain expenditures incurred to acquire an asset
would no longer be part of the cost of the acquired
asset and therefore written down over the effective life
of the asset.  Instead, they could be deductible
immediately.

Examples for such expenditures include:

Small revenue loss.

� costs incurred to secure a contract for acquiring
an asset

Revenue negative.

� expenditure used to generate knowledge
internally that may eventually be protected by an
intellectual property right.

Revenue negative.

Treatment of revenue assets

The gain from selling an asset that is currently a
revenue asset (that is, assets acquired for resale
purpose or ventured into a business arrangement)
would be subject to the TVM investment asset
treatment.  Entities affected by the change are
individuals, insurance companies and superannuation
funds.

Revenue impact depends on the relative size of gain
from loss quarantine and loss from discount treatment.

Changes of tax accounting method

Taxpayers who change from an accrual to a cash
basis accounting and vice versa would be treated in a
consistent manner.   In particular, taxpayers would no
longer be:

Small revenue change.
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Possible change to current tax outcome Qualitative assessment of revenue impact

� taxed twice upon the same amount when
changing from an accrual to a cash basis of tax
accounting

Revenue negative.

� excluded from tax completely on accrued amounts
when changing from a cash to an accrual basis of
tax accounting.

Revenue positive.
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Policy and revenue consequences

Table 5-2:  TVM  prototype legislation:  changes to current tax outcomes arising from
other recommendations"# that are NOT subject to the revenue neutrality constraint

Change to current tax outcome Qualitative assessment of revenue impact

Exemption principles for tax values

Certain classes of assets and liabilities would be given
a zero tax value.

To the extent that this varies from existing law,
revenue impact depends on the types of assets and
liabilities receiving exemption.

Determining tax values for individual taxpayers

Individual taxpayers would not be required to determine
tax values for many assets and liabilities.

Revenue impact depends on specific treatments of
assets and liabilities.

Investment asset treatment (currently CGT
treatment)

Narrower definition of assets subject to investment
asset treatment.  Increase the tax-free threshold for
private collectables from $500 to $10,000.

Revenue negative as loss of revenue from fewer loss
quarantining items would more than offset gain due to
fewer discount treatments.

Private use of assets

Taxable income derived from the disposal of privately
used assets, other than land, would not include any
non-monetary income, receipts that reflect private use
of the asset, and the corresponding proportion of
expenses incurred in relation to the private use of the
asset.

Revenue positive as the cost base of privately used
assets is reduced.

Deductibility of blackhole expenditures

Blackhole expenditures may become deductible. Revenue negative; included in the Treasurer’s press
release of 21 September 1999.

General deductibility of interest

Typically interest expenditure will be deductible in
calculating taxable income in the year incurred.

Revenue negative; included in the Treasurer’s press
release of 21 September 1999.

A single meaning of ‘cost’

In determining the tax values of assets, cost has been
defined to have a consistent meaning including all
expenditures in bringing an asset to its present
condition and location.

Minimal revenue impact as the new definition mainly
simplifies application of existing law.

Rights

Rights over non-depreciable assets will be taxed under
a general framework that more closely reflects the
economic substance of the arrangements.

Revenue negative; included in the Treasurer’s press
release of 21 September 1999.

Financial arrangements and leases

Taxation of financial arrangements and treatment of
leases are subject to ongoing development processes.

Revenue impact would depend on the nature of
specific treatments.
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$

$

$

$

$

$

$

Sales of goods and services

Distributions  of  partnership taxable  income

Distributions from trust estates

Interest

Lease income

Rent

Dividends

Royalties

Fringe benefit employee contibutions

Government industry payments

Net investment asset gains

Other $

$

$

$

$

Total

Items that increase taxable income

Items that decrease taxable income

$A

$Transfer the amount from  B  on page 2 and write it here B

Unused tax losses

Tax losses applied $

Tax losses transferred in $

Total  of unused  tax losses applied this year $

Taxable income or loss

$Taxable income or loss (A - B - C)

TVM Taxable Income or Loss Calculator
           Direct Preparation Approach

C
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$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

Total  (transfer this amount to  B on page 1)

$

$

$

Items that decrease taxable income

1+2-3=4

B

1

2

3

4

$

Cost of sales (opening stock + purchases and other costs -  closing stock)

Contractor, subcontractor and commission expenses

Salaries

Employee superannuation

Bad debts

Lease expenses within Australia

Lease expenses overseas

Rent expenses

Interest expenses within Australia

Interest expenses overseas

Royalty expenses within Australia

Royalty expenses overseas

Depreciation expenses

Motor vehicle expenses

Repairs and maintenance

Research and development

Other

Tax value of opening stock

Purchases and other costs

Tax value of closing stock

Distributions of partnership tax losses
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     TVM Taxable Income or Loss Calculator
     Reconciling from Profit & Loss Approach

Depreciating assets

Liability change variation (C2- C1) $

$

$ $

$ $

$ $

$ $

$ $

Total

Listed zero tax value liabilities

Depreciating liabilities

Financial liabilities

Paid up share capital

Any other liabilities

Liabilities
0

Total

Financial assets

Investment assets (any other asset
that you hold)

$ $

$ $

Intangible

Tangible and IRU

$ $

Change in book value
(Closing  - Opening

Balance)

Change in tax value
(Closing  - Opening

Balance)

Listed zero tax value assets

$ $

$ $

$ $

$ $

Assets

0

Market value assets

Asset change variation (B2- B1) B $

Change in book value
(Closing  - Opening

Balance)

Change in tax value
(Closing  - Opening

Balance)

C

( A + B - C ) D

Total profit or loss $A

Trading stock

$$C1 C2

$B2$B1

$ $Market value liabilities
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Downward adjustments

Unused tax losses

 Investment assets

Net exempt income

Other

Research and development $

$

$

$

$Taxable income or loss
( D + E - F - G )

Upward adjustments

$Total of downward adjustments

Net exempt income

Investment assets

Other

Total of upward adjustments

$

$

$

$

From previous page D $

E

F

$

Tax losses transferred in $

Total of unused tax  losses applied this year $G $

Tax losses applied

93



TVM Taxable Income or Loss Calculator
     TVM Formula Approach Version 1

Depreciating assets

Total

Financial assets

Investment assets (any other asset
 that you hold)

$ $

$ $

$ $

$ $

$ $

$ $

$ $

Closing tax value Opening tax value

Total $ $

Listed zero tax value liabilities

Depreciating liabilities

Financial liabilities

Paid up share capital

Any other liabilities

 Change in tax value of assets (B1 - B2)

Liabilities

Change in tax value of liabilities (C1 - C2) $

$Net income (A + B - C )

Payments

Receipts

$

Trading stock

Intangible

Tangible and IRU

$ $

Closing tax value Opening tax value

Listed zero tax value assets

$ $

$ $

$ $

$ $

$

Assets

Receipts minus Payments $

0 0

A

Market value assets

0 0

C1 C2

C

D

$B

B1 $ $B2

$ $Market value liabilities
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Downward adjustments

Unused tax losses

 Investment assets

Net exempt income

Other

Research and development $

$

$

$

Tax losses applied $

Tax losses transferred in $

Total of unused tax  losses applied this year

$Taxable income or loss
                                 (D + E - F - G)

$

Upward adjustments

Net exempt income

Investment assets

Other

Total of upward adjustments

$

Income tax paid $

$

$

(Net income from previous page)

$

$D

E

$Total of downward adjustments F

G
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TVM Taxable Income or Loss Calculator
     TVM Formula Approach Version 2

Depreciating assets

Total

Financial assets

Investment assets (any other asset
 that you hold)

$ $

$ $

$ $

$ $

$ $

$ $

$ $

Closing tax value Opening tax value

Total $ $

Listed zero tax value liabilities

Depreciating liabilities

Financial liabilities

Paid up share capital

Any other liabilities

 Change in tax value of assets (B1 - B2)

Liabilities

Change in tax value of liabilities (C1 - C2) $

$Net income (A + B - C )

Money at start of year

Money at end of year

$

Trading stock

Intangible

Tangible and IRU

$ $

Closing tax value Opening tax value

Listed zero tax value assets

$ $

$ $

$ $

$ $

$

Assets

Change in money (end - start) $

0 0

A

Market value assets

0 0

C1 C2

C

D

$B

B1 $ $B2

$ $Market value liabilities
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Downward adjustments

Unused tax losses

 Investment assets

Net exempt income

Other

Research and development $

$

$

$

Tax losses applied $

Tax losses transferred in $

Total of unused tax  losses applied this year

$Taxable income or loss
                                 (D + E - F - G)

$

Upward adjustments

Net exempt income

Investment assets

Other

Total of upward adjustments

$

Income tax paid $

$

$

(Net income from previous page)

$

$D

E

$Total of downward adjustments F

G
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$

$

$

$

$

$

$

Sales of goods and services

Distributions  of  partnership taxable  income

Distributions from trust estates

Interest

Lease income

Rent

Dividends

Royalties

Fringe benefit employee contibutions

Government industry payments

Net investment asset gains

Other $

$

$

$

$

Total

Items that increase taxable income

Items that decrease taxable income

$A

$Transfer the amount from  B  on page 2 and write it here B

Unused tax losses

Tax losses applied $

Tax losses transferred in $

Total  of unused  tax losses applied this year $

Taxable income or loss

$Taxable income or loss (A - B - C)

                  Crowbar Pty Ltd
TVM Taxable Income or Loss Calculator
           Direct Preparation Approach

C

56,229,108

8,200

1,500,000

57,840

57,811,148

39,988,524

17,822,624

2

3

5 16,000

16

4
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$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

Total  (transfer this amount to B on page 1)

$

$

$

Items that decrease taxable income

1+2-3=4

B

1

2

3

4

$

Cost of sales (opening stock + purchases and other costs -  closing stock)

Contractor, subcontractor and commission expenses

Salaries

Employee superannuation

Bad debts

Lease expenses within Australia

Lease expenses overseas

Rent expenses

Interest expenses within Australia

Interest expenses overseas

Royalty expenses within Australia

Royalty expenses overseas

Depreciation expenses

Motor vehicle expenses

Repairs and maintenance

Research and development

Other

Tax value of opening stock

Purchases and other costs

Tax value of closing stock

Distributions of partnership tax losses

4,674,896

33,029,314

6,027,467

31,676,743

1,435,583

106,174

3,750,600

649,320

343,621

30,000

1,996,483

39,988,524

8

6

7

14

13

11

12

15

9

10

113



��� ����� 	�
��� �������
��� �����

��������������������������

%�������!������&��&�"��(�)��*����)�����!�"����������&'

������,���-���!�����$��������	�������
����	����������������������
�
����������
��'
������������
�,�������������
���	���������
�������
�	��)"112���������
�
���������
����������
���������
�	��
�����������	�
�����
���������������
�����
����������������
�����������

	
�����������
�����������������
��

�����������������������
��'������
��
����
����
��

6�������
���
��������������
��!9
��#$����������
����������������
����������������������
����
�
�����
�
�
����������
��
����������������7������������������������������������

����	
����
��������������

� �����7��������������
������������	
��
������������	�"�0�������+2�0��
 

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

� (	��
��

��,���-�������
���������7���
��������	
������������������������
���������������	���������	
����������������<=2'222���������
����������������
��������
9
��# 

� ���9
��#�������
�
��
���
���	
������	������	
�������
������������������

:;�	���������	��7����
�������
���
����
�
�������9
��+�����������
�
������9
��#'
<"#='122������

��
�
��
�� 

� ������	��
���������������
	����

�
�����
	
���'���������������
�������
�'�������
�
��
�����������
���
��
��
�!�

����
�"�����������
�����$���E������
�����
�������
���

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

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

���
���
���
������ 

� �������
����������������

��������<=�	���������������

���������������<+�	����������

���
�
����������
������
��

����������
���	
�������
�����<+�=�	�������!�

����
�>$ 

� ��
�
	��������

�����������	��
������
����<>�?�	���������������
�
������9
��# 

� �����
�������������9
��#������������#����������<"+@'?>2�����
�
��
����
��������A������

����
�����<"22'222�����<?2'222����������������������������
��
��
����
���!�

����
��#
����+$ 

� ���9
��#'������������<>22'222�����
��
&���	
���!�

����
��#�����+$ 

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

������������������������������
��!�


���
��#�����+$ 

� ������	��
����<""'222���������������
����

���������!�

����
�"$ 

� <1'222������
������
��
�����������
����!�

����
�"$���������������
�������
����
���
���
��
����!�

����
�=$ 

114



���������� �

� ������������&��
��:8�����
��B����
C7'��������&�
������
������
��������

D)�
�
��������������
�
����������'�������
�������
������
�
��
��������
�������
�����
��
���
���������
�����
�����
���!��������$�����<@?2'222���������������
�������������������
�����
����
�#2��
��'���=��
��
����
�����	�!�

����
�#$ 

� ���������������	
��������<@3='2=3���������������
��������������
����
�����<#�	������ 

� ��������
���<#>'222����
�
���������
�
���	
���!�

����
�"$����������
������
������

����#=��
��
�������
������!<3'222$����
���
���
�������!�

����
�=$ 

� �������
�����<@+'>>?�����
�
�����
������
��
��
����������
�
������9
��#�!�

����
�"$ 

� ���9
��#����������������
��������

�������������	
�������������������
�������
������������������������
����5����������'����9
��#�����������������
�����������
���������
��
��
�����
�������
���������
������	���
�������������<"2'222���*������������
�����
����
����
��������<3'#+@'>3@�������
����
�<"2'222������	���
����
��!�������$�����

���
�������������������
����<3'2#@'>3@ 

� �������������������
���������������������
��<#2'222��������<?2'222�
��
�����
���
���
��������������
��������
�" 

� �����������<#22'222����
	����

����
����������!�

����
�"$������
����� ����	���
���
������	��������!����	�����������$��������������	��������<"32'222��������������	����
��
�����!<?2'222�
���$������

�
������
��>2�����
�������
����<>2'222����������
����


	����

������
��������	�����
������
�����
�����������
���
���
����������<"23'"@>�!�


���
�=$ 

� ��������������	�
����������
����
&������
�����
���	
�����������������������

�� 
���

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

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

115



��� ����� 	�
��� �������
��� �����

��������� �	�	
�
�	�

�������
��
����
�����������

� ��������������
	
���!*���
�"$ 

� ����
	
�����������������
��	���
�!�������������������
	
��$�!*���
�#$ ����

� ����
	
�������������������������!������
���

�$�!*���
�+$�

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

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

� �

���� ����	�

�������� 	
�� ������
� ����������

�
��������� 	
�� ������
� �������

����
��� 
������� �����

�������
����� 	�
 ���� �	 �
� � ��!��"�

#��� �	 	
��$��� ���������

%�������� 
������� ������

&���� 
������� ����"���� ��������"�

���� ���� ��
���	�

�������� �� ���� ������
� �"�����"��

'���� �	 ��$�
 �������� (��� ���� �) �������!!

&���� 
����� ���������

�
�$��� �	 ��* �+������ "������

������� �	 ������ ��, !������

������� �	 ��������� ��������� "����!����

��
 ������� � ���� ���� �������� �

-�� ������. ���$ /
�.$� 	�
*�
� ����!��

�����! ���� ������� ���	��� ���"���""�

116



���������� �

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

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

� �

�������

����� ����	
� ��������

�	������ �������� ����

������	�� �������� �����

������ �	 ���� �� ��
��� ���� 	��� ��  ��!�

���� ��������� ������� �� �!" "!#

$�%% �&���%�%

"��� �� #���� ����  �!���! 

$�� ��%�� �&'�	�� ��!���

(��������	# ���� 	��� �� �����

)���������* ���� 	��� �� ���  

+�	� ���� 	��� ��  ������

��	����	� ���� 	��� �� �����

)	������	,�	� ���� 	��� �� ����

+������- �	� ������',�	� ���� 	��� �� �!���

�����#� �	� ����'-�	� ���� 	��� �� ���!�

.�	���� �'�����	# ���� 	��� �� ��� ���

�	������ �	 ���	� ���� 	��� �� �!� ��

),'��*�� �
'���		
����	 ���� 	��� �� ������

�������� ���� 	��� �� �! ��� 

(,���������	 �&'�	�� ���� 	��� ��  ����

��'��������	 �&'�	�� ���� 	��� �� ��  ��

/�-�� �,'��*,�	� �&'�	��� ��!���

0����	�* �&'�	�� ����� !������!

'�� ��������� ���	�� (�	��� �&����������� �������
��� ������ ��& "� "!# ��!

(�� �&�������	��* ����	
�
.��	 �	 ���� �� ����-��� �������

'�� ���	�� (�	��� ������ ��& "# "!# ��!

1��� �	��,� ��& �&'�	�� ��!����

'�� ���	�� �	��� ������ ��& "� ��� ��)

117



��� ����� 	�
��� �������
��� �����

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

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

���� �
�

���� �
�

��		������

����� ��� ���� ��

������

��������	
 ���
� ������ �

���
 ��������	

���
�����
������� ������ �

������

���
���� ��������� ������ !� ��""��"��

#
$���
��� ����� � ����� 

%��	����� $	��� ��� 
&��$�
�� ��"!"��� ���!"��� 

'
�� $������� (� �
$
)������ !"��"�� ��������� ������� ����"��� �����

���� ���!���!!� � �����

*
)
����	
� ��!���" � �������� 

'
�� $������� (� �����(�	
�
��� �" ��!� �� ���� ! !��� � �������! 

�"���!��� 

+

��	� ����"���! ����"���!

,���-�		 � ����� � �����

'
�� �))���	��
� �����������
������� ������� � ���� �������

���
���
��� ����
�� ����"�� ����"��

.����!����

���� ������ ����� �!�� �!�"����"�

#��$������

������
 $
$���
��� ��"�!�� � ��"�!��

/��
 )
����� ������� � "��"���"�

0))��	� ����"" ��!��

'���� ����"� �� ���������

.�� ���� �

#������� (� 
�$	��



����	
�
��� "������ �������

#������� (� -�����
� �"����� �������
�����!"

#������� (� ��)��
 ��1 "� �"�!�� ��"��"�

���� ��$������ �"�  !� %� ���& !��!�

'�� ������ � �%�&�� "  � �!��%�

�(���(�)��*� 	��)�

#��� �$ )�$���	 ��������� ��������� �

*
����
� $�(��� ��� �!��"� ��"���� ��

���� �(���(�)��*� 	��)� � �%�&�� "  � �!��%�

2��
�
/�
 ����
�
�� �( (����)��	 $������� )��
� ��
 �
� � ��� �
� � )�	���� ��	�3
/�
 ��((

�)
 )�	��� ��� �

� ���
� �

	� �� ������ ���������� �� ��
 -�4��

�3
/��� ����
�
�� ��� �

� 
.��

� �� ������ ���������� �� ��
 -�4��

� ��� �))�����	�� ��
 ��
��� �� ���
�
��� �� ��$	� ���� ��
 /56 -��	� 
&��
 ���� (����3

��

�

�

�

��

�

�

��

��

��

118



���������� �

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

�������� 	��
 ������
����� ��

������
����� ��

�������
����� ��

�������
����� ��

�������
����� ��

���������	
 ����� ���� �����

����������� ����� ���� �����

��	� ������� �������

��	����	� ����� �����

�	������	��	� ���� ����

�������� �	� ������!��	� ����� �����

"����
� �	� ����!��	� ����� ���� ���� �����

#�	���� �!�����	
 ������� ����� �������

$	������ ������ ������

��������� � !"! #"$ % &' !!$ � "%� �% �## � !�" !%'

%&!���		&����	 ������ ������

%������� ������� ����� ������ �������

(���� $ %"$ �&& % &' !!$ �%% �&� �!% !'' $ %�! "$�

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

)���*�� ���������� ���� � ���� �

'��� ������ ������

(��� ���&�&����� �����������	 ������ �����

��' %%% &%� %%%

+����,� �����
��� �-������

	��� �������
���� �

./0
��������

���� �

�11���2�
�1�

���� �
����������

���� �
����������

)&����	
� ������ �� ����� �����

*�&�+� ������ ������ � ����� �����

'��!&���� ������ � ����� �����

�,&�!��	� ������ ������ �� ������ �����

(���� � '"# �&$ !%% %%% �%% %%% �"' '&& �#' '&&

119



��� ����� 	�
��� �������
��� �����

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

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

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

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

������� ������� ������ �������

������ 	
�� � 	
�� �  !����
�� 	
�� � 	
�� �

���� �������� 	������ ���� ������	

 
���	



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

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

������� ������� ����"�� �������

� ���� � ���� � �� �� �� !�� � "��# ���� �� $������� ��� $����
��%

#��
 �$ ������ % ���������� ����� ���

!����
��

	
�� � 	
�� �

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


��� &'( �������
��� ��������� ���
���������� �	��	�� �������

������ ��������� ����	���


120



���������� �

�����������&��!��)���+����,

��� ����� 	
 ������ �� �����������

5�����������������������������
����������������	����������
�����������
���������
�����������
��
�������������
����(�	
����
���������
�����
������

��������������������������������
��!��

��	��
'�������������$�����
������������
��
�����������
���������
����������7�����
������
���������
�����9
��#�

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

���������	
 ��� ���

�	������� ������ ��� ���

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

!��"����	�� ������ ��� ������

#�����	
�� "��	� �	�
�$��"��	� %��� 	��� �& �������� ��� ��� � '������

(�)�������� ������ �� ���������

��* ���������� �������
� ������� 

+���,��� ������� �������

�	������	�� %�*����& ���� �� ���� ��

-���*��� ���� ���� ���� ����

'���������

����� ���������� � �� �� �!

"��#������� �����	
 �� ����� � ���	�	
 �� ����� � �������	��
�

������� "��"����	�� �� ���� ��� �� ����

.���� )�������� ���������  �� ��� �

�))����� ����  �����

/��	� ���� ���� ���������

'���������

!��� �" )�"���� ��������� ��������� �

!�������	 0�� ��"�����
�	�������	�� ������� ������ ������

����� ������� !� ������� ��

�

�

�

�

��

��

��

��

��

��

121



��� ����� 	�
��� �������
��� �����

���� �� �	
 ������	���� ��������

���������	
 	�
��� �
��

�	�� ������	
�
��� �

���
�
�
��������

����

���������
���� 	

����	��

���
�

��� �
�����
�
�
 ����

��	��
�
��������

����

��������� 	

�


 	

�


 �� 
 	

�




������ �	
�


 �
��


 �
�


 �� ���


 ����




��������� ������
 	����� � 	����� 


!"������� � 	���� �

�


 ������� �� ������� 	�
�	��

�	�� ��� !�"#$ %&&�&&& "�%!$��!' $&�&&& �%��'�" "�%�%�'�!

���� �� ���������� 	���� ��������

(�� 	� �����	���� ��� � �)	�
�
*

���� ��


�




#���$�� ���� &'�� ���

�




('�� �������� ��


�




#���$�� �'�� �� �'�� )�*'� ��� +��


�


� +���

�


, ���

�




���� �� �	
	��� ������ 	����������

+�,�� �����)�
�� �)	�
�
*

(����'���'���� �����	

!�����'������ ��




�	�� "&��$�'

�	,
,�� �����)�
�� �)	�
�
*

-���'��* '�� ��.�������� )�$��' ��/, 	�




#�.������� '����� )�0� ����$'����� ��� ���� �, �

�




�	�� !&'�&&&

��

��

��

122



                        Crowbar Pty Ltd
      TVM Taxable Income or Loss Calculator
     Reconciling from Profit & Loss Approach

Depreciating assets

Liability change variation (C2- C1) $

$

$ $

$ $

$ $

$ $

$ $

Total

Listed zero tax value liabilities

Depreciating liabilities

Financial liabilities

Paid up share capital

Any other liabilities

Liabilities
0

Total

Financial assets

Investment assets (any other asset
that you hold)

$ $

$ $

Intangible

Tangible and IRU

$ $

Change in book value
(Closing  - Opening

Balance)

Change in tax value
(Closing  - Opening

Balance)

Listed zero tax value assets

$ $

$ $

$ $

$ $

Assets

0

Market value assets

Asset change variation (B2- B1) B $

Change in book value
(Closing  - Opening

Balance)

Change in tax value
(Closing  - Opening

Balance)

C

( A + B - C ) D

Total profit or loss $A

Trading stock

$$C1 C2

$B2$B1

18,148,634

30,000

1,552,571 1,352,571

73,448 73,448

6,623 -23,621

15,279,248 15,343,365

-3,039,000 -3,000,000

13,902,890 13,745,763

-157,127

125,900 125,900

-1,872,783 -1,872,783

0 0

266,195 31,904

-1,480,688 -1,714,979

-234,291

18,225,798

1 2

3 4

5 6

7 8

9 10

11 12

15 16

17 18

19 20

21 22

Market value liabilities $$
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Downward adjustments

Unused tax losses

 Investment assets

Net exempt income

Other

Research and development $

$

$

$

$Taxable income or loss
( D + E - F - G )

Upward adjustments

$Total of downward adjustments

Net exempt income

Investment assets

Other

Total of upward adjustments

$

$

$

$

From previous page D $

E

F

Tax losses applied $

Tax losses transferred in $

Total of unused tax  losses applied this year $G $

18,225,798

102,826

102,826

6,000

500,000

506,000

17,822,624

23

24

25
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                    Crowbar Pty Ltd
TVM Taxable Income or Loss Calculator
     TVM Formula Approach Version 1

Depreciating assets

Total

Financial assets

Investment assets (any other asset
that you hold)

$ $

$ $

$ $

$ $

$ $

$ $

$ $

Closing tax value Opening tax value

Total $ $

Listed zero tax value liabilities

Depreciating liabilities

Financial liabilities

Paid up share capital

Any other liabilities

 Change in tax value of assets (B1 - B2)

Liabilities

Change in tax value of liabilities (C1 - C2) $

$Net income (A + B - C )

Receipts

Payments $

Trading stock

Intangible

Tangible and IRU

$ $

Closing tax value Opening tax value

Listed zero tax value assets

$ $

$ $

$ $

$ $

$

Assets

Receipts minus Payments $

0 0

A

Market values assets

0 0

C1 C2

C

D

$B

B1 $ $B2

61,611,940

48,867,683

12,744,257

6,027,467 4,674,896

73,448

1,434,635 1,458,256

6,961,586 4,362,478

2,789,269 5,789,269

17,286,405 16,284,899

1,001,506

125,900

7,857,475 9,730,258

4,000,000 4,000,000

130,278 98,374

12,113,653 13,828,632

-1,714,979

15,460,742

1

2

3

4 5

6

7 8

9

11

10

12

13

14 15

16 17

18 19

$ $Market value liabilities
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Downward adjustments

Unused tax losses

 Investment assets

Net exempt income

Other

Research and development $

$

$

$

Tax losses applied $

Tax losses transferred in $

Total of unused tax  losses applied this year

$Taxable income or loss
                                 (D + E - F - G)

$

Upward adjustments

Net exempt income

Investment assets

Other

Total of upward adjustments

$

Income tax paid $

$

$

(Net income from previous page)

$

$D

E

$Total of downward adjustments F

G

15,460,742

765,05620

2,102,82621

2,867,882

6,00022

500,00023

506,000

17,822,624
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                      Crowbar Pty Ltd
TVM Taxable Income or Loss Calculator
     TVM Formula Approach Version 2

Depreciating assets

Total

Financial assets $ $

$ $

$ $

$ $

$ $

$ $

$ $

Closing tax value Opening tax value

Total $ $

Listed zero tax value liabilities

Depreciating liabilities

Financial liabilities

Paid up share capital

Any other liabilities

 Change in tax value of assets (B1 - B2)

Liabilities

Change in tax value of liabilities (C1 - C2) $

$Net income ( B - C )

Trading stock

Tangible and IRU

$ $

Closing tax value Opening tax value

Listed zero tax value assets

$ $

$ $

$ $

$ $

Assets

0 0

Market value assets

0 0

C1 C2

C

D

Investment assets (any other asset
that you hold)

$B

$B1 $B2

Intangible

6,027,467 4,674,896

73,448

1,434,635 1,458,256

6,961,586 4,362,478

2,789,269 5,789,269

17,286,405 16,284,899

1,001,506

3

4 5

6

7 8

9 10

11 12

125,900

7,857,475

4,000,000

9,730,258

4,000,000

98,374

12,113,653 13,828,632

-1,714,979

15,460,742

13

14 15

16 17

18 19

Market value liabilities $ $

Money at start of year

Money at end of year

$

$

Change in money (end - start) $A

12,927,993

183,736

12,744,257

  2a

1a

130,278
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Downward adjustments

Unused tax losses

  Investment assets

Net exempt income

Other

Research and development $

$

$

$

Tax losses applied $

Tax losses transferred in $

Total of unused tax losses applied this year

$Taxable income or loss
                                 (D + E - F - G)

$

Upward adjustments

Net exempt income

Investment assets

Other

Total of upward adjustments

$

Income tax paid $

$

$

(Net income from previous page)

$

$D

E

$Total of downward adjustments F

G

15,460,742

765,05620

2,102,82621

2,867,882

6,00022

500,00023

506,000

17,822,624
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$

$

$

$

$

$

$

Sales of goods and services

Distributions  of  partnership taxable  income

Distributions from trust estates

Interest

Lease income

Rent

Dividends

Royalties

Fringe benefit employee contibutions

Government industry payments

Net investment asset gains

Other $

$

$

$

$

Total

Items that increase taxable income

Items that decrease taxable income

$A

$Transfer the amount from  B  on page 2 and write it here B

Unused tax losses

Tax losses applied $

Tax losses transferred in $

Total  of unused  tax losses applied this year $

Taxable income or loss

$Taxable income or loss (A - B - C)

                  Maureen Partnership
TVM Taxable Income or Loss Calculator
           Direct Preparation Approach

C

237,600

400

238,000

193,926

44,074

0
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$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

Total  (transfer this amount to  B on page 1)

$

$

$

Items that decrease taxable income

1+2-3=4

B

1

2

3

4

$

Cost of sales (opening stock + purchases and other costs -  closing stock)

Contractor, subcontractor and commission expenses

Salaries

Employee superannuation

Bad debts

Lease expenses within Australia

Lease expenses overseas

Rent expenses

Interest expenses within Australia

Interest expenses overseas

Royalty expenses within Australia

Royalty expenses overseas

Depreciation expenses

Motor vehicle expenses

Repairs and maintenance

Research and development

Other

Tax value of opening stock

Purchases and other costs

Tax value of closing stock

Distributions of partnership tax losses

50,000

90,500

50,000

90,500

40,000

3,600

40,000

630

11,450

1,750

5,996

193,926
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     TVM Taxable Income or Loss Calculator
     Reconciling from Profit & Loss Approach

Depreciating assets

Liability change variation (C2- C1) $

$

$ $

$ $

$ $

$ $

$ $

Total

Listed zero tax value liabilities

Depreciating liabilities

Financial liabilities

Paid up share capital

Any other liabilities

Liabilities
0

Total

Financial assets

Investment assets (any other asset
that you hold)

$ $

$ $

Intangible

Tangible and IRU

$ $

Change in book value
(Closing  - Opening

Balance)

Change in tax value
(Closing  - Opening

Balance)

Listed zero tax value assets

$ $

$ $

$ $

$ $

Assets

0

Market value assets

Asset change variation (B2- B1) B $

Change in book value
(Closing  - Opening

Balance)

Change in tax value
(Closing  - Opening

Balance)

C

( A + B - C ) D

Total profit or loss $A

Trading stock

$$C1 C2

$B2$B1

$ $Market value liabilities

44,574

1,504 1,504

250 250

12,000 12,000

13,75416,754

(STS a/cs also prepared)
(Accounting P&L)

15,500 13,000

15,500 13,000

44,074

3,000

-3,000

-2,500

Maureen Partnership
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Downward adjustments

Unused tax losses

 Investment assets

Net exempt income

Other

Research and development $

$

$

$

$Taxable income or loss
( D + E - F - G )

Upward adjustments

$Total of downward adjustments

Net exempt income

Investment assets

Other

Total of upward adjustments

$

$

$

$

From previous page D $

E

F

Tax losses applied $

Tax losses transferred in $

Total of unused tax  losses applied this year $G $

44,074

44,074
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     TVM Taxable Income or Loss Calculator
     Reconciling from Profit & Loss Approach

Depreciating assets

Liability change variation (C2- C1) $

$

$ $

$ $

$ $

$ $

$ $

Total

Listed zero tax value liabilities

Depreciating liabilities

Financial liabilities

Paid up share capital

Any other liabilities

Liabilities
0

Total

Financial assets

Investment assets(any other asset
that you hold)

$ $

$ $

Intangible

Tangible and IRU

$ $

Change in book value
(Closing  - Opening

Balance)

Change in tax value
(Closing  - Opening

Balance)

Listed zero tax value assets

$ $

$ $

$ $

$ $

Assets

0

Market value assets

Asset change variation (B2- B1) B $

Change in book value
(Closing  - Opening

Balance)

Change in tax value
(Closing  - Opening

Balance)

C

( A + B - C ) D

Total profit or loss $A

Trading stock

$$C1 C2

$B2$B1

$ $Market value liabilities

44,074

1,504 1,504

250 250

12,000 12,000

13,75413,754

(STS a/cs only prepared)
(Book value = Tax value)

13,000 13,000

13,000 13,000

44,074

Maureen Partnership
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Downward adjustments

Unused tax losses

 Investment assets

Net exempt income

Other

Research and development $

$

$

$

$Taxable income or loss
( D + E - F - G )

Upward adjustments

$Total of downward adjustments

Net exempt income

Investment assets

Other

Total of upward adjustments

$

$

$

$

From previous page D $

E

F

Tax losses applied $

Tax losses transferred in $

Total of unused tax  losses applied this year $G $

44,074

44,074
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TVM Taxable Income or Loss Calculator
     TVM Formula Approach Version 1

Depreciating assets

Total

Financial assets

Investment assets (any other asset
 that you hold)

$ $

$ $

$ $

$ $

$ $

$ $

$ $

Closing tax value Opening tax value

Total $ $

Listed zero tax value liabilities

Depreciating liabilities

Financial liabilities

Paid up share capital

Any other liabilities

 Change in tax value of assets (B1 - B2)

Liabilities

Change in tax value of liabilities (C1 - C2) $

$Net income (A + B - C )

Payments

Receipts

$

Trading stock

Intangible

Tangible and IRU

$ $

Closing tax value Opening tax value

Listed zero tax value assets

$ $

$ $

$ $

$ $

$

Assets

Receipts minus Payments $

0 0

A

Market value assets

0 0

C1 C2

C

D

$B

B1 $ $B2

$ $Market value liabilities

270,000

223,780

1,504

29,750 29,500

2,000

81,254 81,500

-246

21,000 8,000

21,000 8,000

13,000

32,974

46,220

50,000 50,000

Maureen Partnership
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Downward adjustments

Unused tax losses

 Investment assets

Net exempt income

Other

Research and development $

$

$

$

Tax losses applied $

Tax losses transferred in $

Total of unused tax  losses applied this year

$Taxable income or loss
                                 (D + E - F - G)

$

Upward adjustments

Net exempt income

Investment assets

Other

Total of upward adjustments

$

Income tax paid $

$

$

(Net income from previous page)

$

$D

E

$Total of downward adjustments F

G

32,974

13,500

13,500

2,400

2,400

44,074
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