ops/images/9781455233632_t0880-01.jpg
Amount Tax

(In units of (In units of
domesitc Rate domesitc
currency)  (Inpercent)  cumency)
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Year  CashRetum  Present Value Value Depreciation  Income
[) — 952 4330 — —
1 1 907 3546 784 216
2 1,000 864 2723 823 m
3 1,000 823 1859 864 136
4 1,000 84 952 907 93
5 1,000 — — 952 48
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Year 1 9,000,000 1,000,000 10,000,000
Year 2 7,650,000 850,000 8,500,000
Year3 6,502,500 722,500 2,225,000
Year 4 552,125 614,125 6,141,250
Year 5 4,689,056 522,006 5,220,062

Year 6 3,993,347 443,705 4,437,052
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(i) closing reserve ($1,250),
less (ii) reserve at the beginning of the tax year ($1,000),
plus (iii) debts written off during the tax year ($500),
equals  (iv) bad debt deduction for the tax year ($750).
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(i) closing reserve (amount of doubtful debts at end of year),
(ii) opening reserve (amount of doubtful debts at end of prior
year),
(iii) debts written off during the tax year,
(iv) recoveries of previously written off debts,
(v) bad debt dedu for the tax year.
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(i) the amount of net worth reflected in the closing balance sheet,
less  (ii) the amount of net worth reflected in the opening balance sheet,
less  (iii) contributions to capital and other receipts that are not taxable,
plus  (iv) withdrawals made in favor of the owners and expenses that are

not deductible.
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(i) closing reserve (amount of doubtful debts remaining, $2,250),
less reserve at the beginning of the tax year ($1,500),
plus debts written off during the tax year (0),
less (iv) recoveries of previously written-off debts ($200),
equals  (v) bad debt deduction for the tax year ($550).
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United Kingdom 7 7
United States 88! y
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