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ABSTRACT 

 

There has been a perception by the Australian public that ‘big’ Australian businesses 

do not pay their ‘fair’ share of income tax.  This perception is in turn based on the 

belief that there exists a vast array of tax concessions available to companies in 

Australia.  The present study sets out to examine whether or not such a perception is 

well founded.  This is achieved by estimating the effective tax rates (ETRs), defined 

as the ratio of income tax liability over accounting profit, of 21 large (and highly 

visible) corporations in Australia for the six-year period from 2005 to 2010.  It is 

shown that while annual ETRs tend to fluctuate from year to year around the statutory 

tax rate, the aggregate ETRs of most companies are very close to the statutory tax 

rate.  Thus, the good news is that big companies in Australia do pay their fair share of 

income tax.  These empirical findings are consistent with the Australia Government’s 

income tax base broadening policy which has, over the past 25 years, removed most 

tax concessions to companies. 
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1. INTRODUCTION 

 

Taxation represents perhaps the most important relationship between the private 

sector (individuals and businesses) and the government in a modern society.  Tax 

revenue is the most important source of finance for the provision of essential services 

such as education, health care, social security and transport.  In the past three decades, 

tax policy has occupied a very prominent place in Australia’s national agenda.
1
  

Substantial measures of tax reform were undertaken by the Australian Labor Federal 

Government in the 1980s.
2
  The tax reform agenda was strongly continued by the 

subsequent Coalition Federal Government.  The most telling example of the 

importance of tax reform in the past 30 years is perhaps the failure of Hewson-led 

Liberal Opposition Party in the 1993 ‘unloseable’ federal election due to its inability 

to explain to the electorates the benefits of the GST-based Fightback! Package. 

 

One of the fundamental issues associated with tax policy or tax reform, at least in 

mind of the Australian public, is the distribution of tax burdens.  It is an Australian 

ethos that everybody should pay his/her fair share of the tax burden.  A fair 

distribution of tax burdens is often regarded as a cornerstone of a fair society.  In that 

sense, taxation is more than just a means to raise revenue for the government; it can 

also be an effective instrument of income redistribution and inequality reduction 

through progressive taxation.  Recent tax reforms (such as the introduction of the 

Goods and Services Tax (GST) and the accompanying reduction in top personal 

                                                           
1 For a summary of past tax reviews in Australia, refer to Chris Evans and Rick Krever, ‘Tax Reviews in Australia: 

Before and after Henry’ (2009) No. 4 British Tax Review 339–351. 

2 These measures included, for example, income tax base broadening (with the introduction of Capital Gains Tax 

and Fringe Benefits Tax and removal of a number of major tax concessions in 1985), significant reduction in 

income tax rates, forward timing of company tax payments, self assessment and attempts to simplify the tax 

system. 
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marginal income tax rates) have tended to reduce the progressiveness of the 

Australian tax system. 

 

An integral component of the Australian direct tax system is corporate income 

taxation.  There have been some discussions on and concerns about the level of 

corporate income tax in Australia.  In February 2010 Catalyst commissioned Auspoll 

to explore public attitudes to the level of corporate taxation in Australia.
3
  The results 

of this online survey, based on a weighted sample of 1,545 adults,
4
 indicated that 

three-quarters of respondents agree that companies should pay a greater share of tax 

revenue (Question 3).  Although respondents were comfortable with the statutory 

company tax rate of 30% (Question 1)
5
 the majority of them also believe that there 

should be less business concessions and deductions to companies (Question 2).
6
 

 

In March 2011, the Australia Institute was commissioned by Catalyst to conduct an 

online survey 1,360 adult Australians on their attitudes toward Australian 

corporations.
7
  Among the questions asked was one relating to corporate income 

taxation.  The results of the survey suggested that 25.2% of respondents perceive 

corporate taxes as being unacceptably low, as opposed to only 9.3% respondents who 

consider corporate taxes as being unacceptably high while 35.3% regard corporate 

taxes as being acceptable and a further 30.2% were unsure. 

                                                           
3 David Stolper and Jennifer Hammond, Community Attitude to Corporate Tax in Australia (Auspoll Campaign 

Intelligently, 2010) 2.  Available at 

<http://www.catalyst.org.au/catalyst/images/pdf/papers_catalyst/corporatetax_auspoll_feb10.pdf>. 

4 The weighted sample is representative of the Australian population in terms of gender, age and residential 

location.  

5 43% of respondents feel the tax rate is about right while 29% and 12% regard it as a little too high and a little too 

low, respectively, and 12% and 3% consider it as much too high and much too low, respectively. 

6 48% of respondents support less concessions and deductions; 24% prefer no change; 11% support more business 

concessions and deductions while 17% hold no view. 

7 Australia Institute, Attitudes to Corporate Australia (Australia Institute, 2010).  Survey responses were weighted 

to ensure that the weighted sample is representative of the population in terms of age and gender. 
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In view of the public concerns discussed above, there seems to be a need to conduct 

an independent and more rigorous study of the level of corporation income tax in 

Australia.  This paper presents the results of a study into the level of corporate income 

tax in Australia.  The study was supported by a grant from Catalyst. 

 

The broad aim of this study is to examine whether large corporations listed on the 

Australian Securities Exchange (ASX) pay their fair share of income tax by 

calculating their average effective tax rates (ETRs) and comparing those with the 

statutory company tax rate (30%).  The study is confined to 21 corporations which are 

either the largest (in terms of turnover) or highly visible in 11 different industrial 

sectors (according to the ASX classification).  The period under consideration covers 

six financial years from 2004-05 to 2009–10.  However, it is not the aim of the study 

to examine whether the statutory income tax rate is too low or too high. 

 

The present study focuses only on the burden of corporate income tax, which includes 

Capital Gains Tax (CGT).  Other federal and state taxes paid by corporations (such as 

Goods and Services Tax (GST) and payroll tax) are disregarded in the study.  

Corporate income tax includes both Australian and foreign corporate income taxes if a 

company has operations overseas. Specifically, the effective tax rates (ETRs) are 

calculated from the tax expense and accounting profit reported in the financial 

statements of a sample of large corporations over the study period and they are 

compared with the statutory tax rate.  In addition, the reasons for the differences 

between the ETRs and statutory tax rate are explored using the income tax related 

disclosures in the financial statements. 
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The remainder of this paper is organised as follows.  Section 2 explains how is 

company income tax liability is determined.  This section focuses on the two 

determinants of company income tax liability, namely, the statutory company tax rate 

and taxable profit.  In particular, temporary and permanent differences between 

taxable and accounting profit are elaborated.  The section also provides an overview 

of income tax base broadening in Australia and tax reporting in financial statements.  

Section 3 then discusses the meaning and measurement of effective tax rates.  The 

research approach is explained in Section 4.  The discussion includes the estimating 

method, selection of companies, the study period and source of data.  The empirical 

findings are presented in Section 5.  Permanent and temporary differences between 

the ETRs and the statutory tax rate are elaborated.  Finally, some concluding remarks 

are given in Section 6 of the Paper. 

 

2. DETERMINATION OF COMPANY INCOME TAX LIABILITY  

 

Income for taxation purposes is known as taxable income and is determined in 

accordance with Australian income tax legislation, not according to general 

accounting rules.  In the context of business, income is often used to mean revenue.
8
  

To avoid any possible ambiguities, we will adopt the term profit instead of income to 

indicate the excess of revenue (or income) over expenses.   Thus, we shall refer to 

taxable profit instead of taxable income although taxable income is technically the 

correct term. 

                                                           
8 Striclty speaking, income is broader accounting concept than revenue.  Revenue arises from the course ordinary 

business activities such as sales, fees, interest, dividends, royalties and rent.  It does not include capital gains which 

meet the definition of income.  
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According to the Australian income tax law, the current income tax liability of a 

company is determined by: 

Current Income Tax Liability = Statutory Company Tax Rate   Taxable Profit 

Each of the determinants of company tax liability will be discussed in turn below. 

 

2.1  Statutory Company Tax Rate 

The statutory tax rate for Australian companies is currently 30%.  In recent decades, 

following the worldwide trends,
9
 the statutory company tax rate in Australia has been 

reduced from the peak of 49% in 198687 to 30% in 200102, following the 

introduction of the GST.  The history of company tax rates in Australia since 198283 

is summarised in Table 1. 

 

TABLE 1: History of Company Tax Rates in Australia, 198283 to Present* 

Year Statutory tax rate (%) 

198283 to 198586 46 

198687 to 198788 49 

198889 to 199293 39 

199394 to 199495 33 

199596 to 19992000 34 

200001 34 

200102 to present 30 

 

Source: Income Tax Rates Act 1986. 

                                                           
9 See, for example, KPMG (2011), Corporate and Indirect Tax Survey 2011, KPMG International. 
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2.2 Taxable Profit 

 

Taxable profit reflects government desire to 

 simplify administration and to have ‘clear rules’; 

 protect tax collection as many items are not deductible until payment is made 

or a present liability to pay exists; and 

 tax is used to promote government policy, for example, special deductions and 

accelerated depreciation to encourage investment in certain industry sectors.  

 

There are differences between accounting and taxation in terms of revenue and 

expenses recognition principles.  In general the differences between taxable and 

accounting profits can be classified into: 

 temporary differences; and 

 permanent differences. 

 

Temporary differences refer to the differences between the carrying amounts and tax 

bases of assets and liabilities in the balance sheet or statement of financial position.  

For example, untaken recreational leave by employees is treated as a current expense 

and accrued as a liability under accounting rules but is not allowed as a deduction for 

tax purposes until it is actually paid (hence the tax base of the liability is nil).  

Permanent differences refer to items of revenue or expense that are recognised by 

accounting rules but not tax rules, and vice versa.  For example, statutory fines (e.g. 

parking fines) are recognised as a legitimate accounting expense but not as an 

allowable tax deduction.  Permanent differences also include tax concessions such as 
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the research and development tax incentive and the investment allowances where the 

taxpayer receives an extra deduction above the actual expenditures.  

 

Table 2 lists out some of the most common differences between taxable and 

accounting profits. 

 

TABLE 2: Some of the Differences between Accounting and Tax Treatments 

 

ITEM Accounting treatment Tax treatment 

Accrued expenses/payables 

eg: Holiday pay, warranty 

costs 

Recognised as an expenses 

when accrued 

Recognised an a tax 

deduction when paid 

Expenses paid in advance eg: 

prepaid rent 

Initially recognised as an 

assets and recognised as an 

expense when economic 

benefits are consumed 

From 1 July 2001, the time 

matching rules in Div 3, 

Subdiv H of Income Tax 

Assessment Act 1936 

effectively treat prepaid 

expenses similar to 

accounting treatment 

Revenue received in advance 

eg: Rental income 

Initially recognised as a 

liability and recognised as 

revenue when economic 

benefits are received usually 

time period to which the 

revenue relates 

Business income is 

recognised on an earnings 

basis; non-business income is 

recognised on a receipt basis 

Research and development Some costs may be 

capitalised 

Typically recognised as a tax 

deduction when paid
10

 – 

some expenditure may be 

available for 125% to 150% 

Deduction. 

From 2011 now tax offset 

40% to 45%
11

 

Doubtful debts Treated as an asset write 

down when probable 

expense is identified  

Typically recognised as a tax 

deduction when bad debts are 

written off  

Depreciation of Property 

Plant Equipment 

Allocated over the useful life  Election of either the 

effective life assessed by the 

entity or the effective life 

estimated by the 

Commissioner; the latter may 

                                                           
10 Certain R&D may be capital and not available for a tax deduction but may be available for amortisation eg 

Patent development.  

11 From 1 July 2011 instead of extra deduction tax incentive a 40% tax credit/offset is available for the larger 

companies. For example for every $1m of eligible R & D expenditure the company would not claim a deduction 

but reduce the tax to be paid by $400,000; which in effect means for expenditures of $1m they get a deduction of 

$1,333,334 ($400,000÷30%) at the current tax rate.  
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differ from the useful life in 

accounting  

Investment Allowance 

 

 

Not applicable 

 

 

Certain capital expenditure 

claim additional (30% to 

30/6/09 and 10% to 

31/12/09)  

 

Amortisation of intangibles 

 

Allocated over the useful life Typically for Patents, 

copyrights, software, licenses 

set rates which may differ 

from accounting rate 

Entertainment expenses, 

statutory fines, goodwill 

impairment 

Recognised as an expense No tax deduction allowed 

(hence permanent 

differences) 

 

 

There are many other areas where the accounting rules are different from the tax rules 

for calculating taxable profit. An outline of the major tax concessions is given below. 

 

2.3 Tax Base Broadening in Australia (Removal of Tax Concessions) 

 

Consistent with international trends, the reduction in company statutory tax rates in 

Australian since the late 1980s has been accompanied by income tax base broadening.  

Some of these notable reforms include:
12

 

 the introduction of Fringe Benefits Tax (1986) according to which employers 

pay taxes on the taxable value of specific benefits provided to employees, 

including certain travel and entertainment; 

 the inclusion in the corporate income tax base of capital gains (1985–86), 

income from the life insurance industry, income from the gold mining industry 

(1990–91) and foreign source income; 

 replacement of accelerated depreciation with a regime based on effective life 

(1999–2000); 

                                                           
12 John Clark, Brant Pridmore and Nicholas Stoney, ‘Trends in aggregate measures of Australia’s corporate tax 

level’, Economic Roundup Winter 2007, Treasury, Canberra. 
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 the removal of the general investment allowance (1988–89); 

 the removal of inter-corporate dividend rebate (1999–2000) with the effect 

that companies now pay taxes on the unfranked portion of dividends received 

from domestic companies; and 

 payment system reforms that have brought forward the timing of company tax 

payments since the late 1980s so that they are now broadly contemporaneous 

with the year of income. 

 

In addition, a number of integrity measures (such as thin capitalisation and transfer 

pricing rules)
13

 have been enacted to prevent corporate tax base erosion.   

 

Working in opposite directions, companies have benefited from: 

 the introduction of a special allowance for research and development 

expenditure (198586 tax year); 

 access to certain company grouping provisions (198485) and then full 

consolidation (200102); and 

 the small business tax concessions (2000-01). 

 

Overall, as a result of the various tax base broadening measures in Australia since the 

mid 1980s, most tax concessions have been removed so that the gap between taxable 

profit and accounting profit has narrowed significantly. 

 

                                                           
 13 Thin capitalisation rules operate to disallow the debt deductions an entity can claim against Australian 

assessable income when the debt used by the entity to fund its Australian assets exceeds certain limits.  Transfer 

pricing rules in Australia are based on the “arm’s length principle”, i.e., to establish transfer prices based on 

analysis of pricing in comparable transactions between two or more unrelated parties dealing at arm’s length. 
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The list of tax concessions to Australian business taxpayers is given in Appendix 3.  

Note that research and development, and accelerated depreciation for primary 

production represent two of the most significant tax concessions available to 

Australian taxpayers. 

 

2.4 Tax Reporting in Financial Statements 

 

The reporting of assets and liabilities in the financial statements is determined by the 

Australian accounting standards and the conceptual framework.  Ignoring the 

accounting standards for the time being, there are alternative ways to recognise tax 

expense in the accounting reports.  The tax payable method conceptually treats 

income tax as an appropriation of profit and as such the income tax expense would 

simply be taxable profit for the year multiplied by the statutory tax rate. Therefore, 

tax expense equals the current tax payable.  This method only considers the 

amounts of tax payable or refundable in respect of the current and previous periods. 

Although conceptually simple, this method is not adopted for accounting purposes. 

 

Alternatively a method of inter-period tax allocation is used where tax is an expense 

and as such should be matched in the period in which the revenue is recognised for 

accounting purposes.  That is, tax expense is the tax “caused” by the accounting 

profit, irrespective of when the tax is actually paid.  This is the approach used in the 

Australian accounting standard AASB 112 ‘Income taxes’.  In essence the accounting 

standard requires the entity to account for the both the current and future tax 

consequences of the transactions and events which have been recognised in the 

financial statements, i.e. both the current and deferred taxes.  This is achieved by 



 12 

comparing the carrying amounts of the assets and liabilities as shown in the financial 

statements with the amounts of tax base
14

, in a notional tax balance sheet/statement of 

financial position.  The following is an example to demonstrate how the deferred 

taxes arise and are calculated. 

 

Example 1: Income tax liability over a four year period using one temporary 

difference  

 

 

 

 

 

 

 

 

 

 

 

 

  

                                                           
14 The tax base of an asset of liability is the amount attributed to that assets or liability for tax purposes (para 5 

AASB 112).  

Assume for Company A Ltd  

1. There is one item of plant which cost $2 000 on 1 July 20X0, with a nil disposal value 

and will be depreciated using the straight-line method over 4 years. Accounting 

depreciation is $500 p.a. ($2 000 ÷ 4). 

2.  Company A’s has $10 000 accounting profit each year, before depreciation, which is 

also taxable profit (so the only difference between accounting and tax relates to 

depreciation of plant). 

3. For tax purposes the plant is depreciated over two years based on the effective life 

estimated by the Commissioner and adopted by the company. Depreciation for tax is $1 

000 for the first two years only.  

Carrying amount of the plant (accounting base) 

 30/6/X1 30/6/X2 30/6/X3 30/6/X4 

Cost 2 000 2 000 2 000 2 000 

Accumulated dep’n 500 1 000 1 500 2 000 

Carrying amount 1 500 1 000 500 nil 

 

Now the tax base 

The written down value of the plant is the future deductible amount. 

 30/6/X1 30/6/X2 30/6/X3 30/6/X4 

Cost 2 000 2 000 2 000 2 000 

Accumulated tax 

depreciation 
1 000 2 000 --- --- 

Tax base 1 000 nil nil nil 
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Deferred tax assets and liabilities arise because of a temporary difference between the 

carrying amount of an asset or liability as recognised in the balance sheet/statement of 

financial position and it tax base. 

  

Example 1 continued 

 

For the year ended 30/6/X1  
Accounting profit = $10 000 – 500 =   $ 9 500  

 

Therefore income tax expense = $ 9 500 x 30% = $ 2 850 

 

Taxable profit in 30/6/X1    $10 000 - $1 000 = $9 000 

 

Therefore current tax liability (and current tax expense)   $9 000 x 30% =$ 2 700 

 

Deferred tax Liability (DTL) = Taxable temporary difference x 30%  

= Carrying value $1 500 – tax base $1 000 =  $500 x 30% = $ 150 DTL 

 

Calculate next 3 years 

The accounting profit will be the same as X1 for the year X2, X3 and X4 at $9 500 and so 

tax expense is $2850 all years. 

Taxable profit for X2 will be $9 000 but in the years X3 and X4 it will be $10 000 as the 

item was fully depreciated for tax purposes. 

 

 

      Year         Taxable Profit   Tax Payable   Balance of DTL 

                                               (30% taxable profit)      

30/6/X2 $ 9 000 $2 700  $300 [($1 000 - 0) x 30%] 

30/6/X3 $10 000 $3 000   $150 [($500 - 0) x30%] 

30/6/X4 $10 000 $3 000     nil    ($0  - $0)  

 

 

Journal entries  

30/6/X1 Income tax expense 2 850  

  Tax Payable  2 700 

  Deferred tax liability  150 

30/6/X2 Same entry as previous year    

30/6/X3 Income tax expense 2 850  

 Deferred tax liability 150  

  Tax Payable  3 000 

    

30/6/X4 Same as previous year note DTL fully reversed 

 

Note the DTL starts reversing in year 3 when taxable profit is now greater than accounting 

profit, so the tax ‘deferred’ from previous 2 years are now starting to be ‘paid’.  
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TABLE 3 Summary of Calculation of Deferred Tax Liability and Deferred Tax 

Asset 

Carrying amount 

of an asset 
 

Tax base of an 

asset 
= 

Taxable 

temporary 

difference 

Carrying amount 

of liability 
 

Tax base of a 

liability 
= 

Taxable 

temporary 

difference 

Taxable temporary 

difference 
× Tax rate = 

Deferred tax 

liability 

Carrying amount 

of an asset 
 

Tax base of an 

asset 
= 

Deductible 

temporary 

difference 

Carrying amount 

of liability 
 

Tax base of a 

liability 
= 

Deductible 

temporary 

difference 

Deductible 

temporary 

difference 

× Tax rate = 
Deferred tax 

asset 

 
 

Deferred tax assets can also arise if the company incurs tax losses. In Australia, tax 

losses, which meet certain conditions can be carried forward and recovered against 

future taxable profits.  

 

Example 2 Tax loss creating a deferred tax asset  

Assume a company incurred a tax loss of $100 (assume for simplicity that it was also 

an accounting loss) in year 1, then there is a tax benefit of $30 ($100 x 30%) to be 

carried forward. The journal entry would be to record a deferred tax asset (debit $30) 

and to credit the income statement with a tax benefit of $30 (or a negative tax 

expense). 

 

In year 2, the accounting and taxable profit is $150 relating to the current year but this 

will be reduced by the $100 carried forward tax loss and the taxable profit for year 2 
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is reduced to $50 and therefore the current tax liability is only $15 ($50 x 30%). The 

journal entry for year 2 is to debit income tax expense $45 ($150 x 30%) and to credit 

Tax Payable $15 and credit Deferred Tax Asset $30. The benefit of the carried 

forward tax loss is received in year 2. 

 

In summary, the current tax expense is simply the amount of tax which will be 

paid/recovered based on the taxable profit/loss for the current period and the deferred 

tax is the future tax consequences of recovering or settling the carrying amount of an 

asset or liability.  The total tax expense recorded/recognised in the financial 

statements includes both the current and deferred tax expenses.  Deferred tax assets 

are the taxes to be recovered in future periods in regard to future deductible temporary 

differences and carried forward tax losses.  Deferred tax liabilities are the taxes to be 

paid in future periods in regard to future taxable temporary differences. 

 

3. EFFECTIVE TAX RATES 

 

3.1 Definition of Effective Tax Rates 

 

While the term ETR is widely employed in the literature, they mean different things 

in different contexts.  For example, in the context of personal taxpayers, ETR refers to 

the combined effects of the individual income tax and transfer system.  Formally, 

personal (marginal) ETR measures the percentage of a one dollar increase in income 

that is lost to income tax and income tests on government payments and services.  

Given the aim and focus of this study, ETRs from now on refer to corporate ETRs. 
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Even in the specific context of company taxation there is no a universally accepted 

notion or usage of ETRs.
15

  It is conceivable that ETRs can take different forms, 

depending on the questions being asked about ‘tax incidence’
16

 or ‘tax 

performance’.
17

  As a result, different versions of ETRs can be found in the tax, 

economic and accounting literature.  In this study we adopt the following formal 

definition: 

ETR = A company’s income tax liability/Its correctly measured profit. 

This is a somewhat narrow definition of ETRs which can be operationalised in 

practice. 

 

Several remarks deserve mention.  First, Australian companies are potentially liable to 

pay a variety of federal and state taxes which include corporate income tax, GST, 

Superannuation Guarantee Charge, payroll taxes, land taxes, etc.  These taxes can 

interact in a complex way and, for simplicity, the above definition is restricted to 

company income tax only.  Second, a good candidate for correctly measured profit is 

the economic profit which is conceptually sound but virtually impossible to calculate.  

A practical proxy for true profit is accounting profit.  This measure is less 

comprehensive than economic profit but can be readily obtained from annual financial 

statements of listed companies.  Third, the closeness (deviation) between the effective 

and statutory tax rates indicate how close (far apart) accounting and taxable profits 

are. 

 

  

                                                           
15 See, for example, Debra S. Callihan, ‘Corporate ETRs: A Synthesis of the Literature’ (1994) 13 Journal of 

Accounting Literature 1. 

16 Tax incidence is concerned with who bears the economic burden of a particular tax. 

17 Tax performance is concerned with how much taxes are paid by the taxpayers (i.e., the companies). 
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3.2 Measurement of Effective Tax Rates 

 

Broadly speaking, there are basically two alternative ways of measuring of corporate 

ETRs.  The first approach is based on the corporate income tax legislation itself.  The 

second approach comprises measures based on historical tax revenues and some 

approximations of the corporate profit.
18

  One of the main differences between these 

ways of measurement is that the former is forward looking while the latter is 

backward looking.  The first way is forward looking in the sense that it captures the 

impact of tax on future expected earnings on a specific investment project, and the 

second way is backward looking in that it captures the impact of tax on the returns in 

any period of the whole past history of a company’s investment decisions.
19

  

 

Under the historical tax revenue approach, both aggregate (for the entire corporate 

sector) and individual ETRs can be derived.  For example, using aggregate data, the 

corporate sector profit is often proxied by a measure of operating surplus in the 

economy.
20

  This is the approach typically employed by macroeconomists in 

estimating the ETR to capital income.  Using information derived from company 

financial statements, it is possible to estimate average ETRs of individual companies 

using accounting profit as a proxy for true profit.
21

  As an alternative to financial 

statements, data derived from company tax returns can also be used to estimate 

                                                           
18 Some economists prefer to call measures based on this approach as ‘implicit tax rates’ rather than ETRs; see 

Michael P. Devereux, Rachel Griffith and Alexander Klemm, ‘Corporate Income Tax Reforms and International 

Tax Competition’ (2002) 17(35) Economic Policy 460. 

19 See note 18 at 455–456. 

20 See, for example, Enrique G. Mendoza, Assaf Razin and Linda L. Tesar, ‘Effective Tax Rates in 

Macroeconomics Cross-country Estimates of Tax Rates on Factor Incomes and Consumption’ (1994) 34(3) 

Journal of Monetary Economics 305 and Note 12. 

21 In the Australian context, see, for example, Alfred Tran and Yi H. Yu, ‘Effective Tax Rates of Corporate 

Australia and the Book–Tax Income Gap’ (2008) 23(3) Australian Tax Forum 233–268. 
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ETRs.
22

  However, tax return data are only accessible by the Australian Taxation 

Office. In this study, we will rely on information derived from company financial 

statements in estimating ETRs. 

 

4.  RESEARCH APPROACH  

 

4.1 Estimating Method 

 

Given the nature and aims of the study, it is clear that only the historical tax revenue 

approach is appropriate.  Further, given the time frame of the study and the 

complexity (if not impossibility) in measuring economic profit, it seems sensible to 

employ the financial accounting approach to measuring historical ETRs.  Information 

derived from published financial statements will be employed to estimate ETRs while 

information from tax disclosures will be used to reconcile the ETRs obtained and the 

statutory tax rate.  These will be explained in turn in Section 5 below. 

 

The financial accounting approach relates to the tax performance of a particular 

company or a group of companies.  Under this approach, ETR is defined as the ratio 

between income tax expense
23

 and accounting profit (as reported in financial 

statements).  Thus, annual ETRs obtained by this approach are average ETRs which 

provide estimates of the amount of income tax associated with the current period 

                                                           
22 See, for example, John Wickerson, Nick Reddan and Mike Khan, ‘Using Tax Return Data to Assess the Tax 

Performance of Large Australian Companies: An ‘Effective Tax rate’ Perspective, 1991/92 to 1997/98’ in Michael 

Walpole and Chris Evans (eds) Tax Administration in the 21st Century (Butterworths/Lexis Nexis, 2001) 265–286. 

23 It should be noted that not all income tax expense is reflected in the income statement. Where changes in the 

value of an asset or liability is credited/debited to directly to equity, then the tax effect is also debit to the equity 

reserve. This is referred to as intra-period tax allocation. The main examples are revalation of asset credited to the 

revaluation reserve, cash flow hedges and foreign currency translation reserve. Table A3 provides a detailed 

breakdown of the compostion of deferred tax balances and will be discussed in setion 5.3 of this paper.  
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returns from all past investments.  To provide a more meaningful comparison between 

ETR and the statutory tax rate the aggregate ETRs over the study period are also 

computed. 

 

4.2 Companies Selection 

Catalyst initially proposed a sample of 13 large corporations for the purpose of this 

study.  Table 4 lists these 13 companies.  Column 3 of Table 4 shows the industry 

sector adopted by the ASX.  Column 4 shows the market capitalisation in million 

dollars of these companies at the end of September 2010, and Column 5 shows the 

rankings of these companies in terms of market capitalisation as a proxy for size 

within their ASX Industry Sector.  Column 6 further shows the industry groups of 

these companies based on the General Industry Classification Scheme (GICS). 

 

The initial sample was expanded to including eight additional large companies to 

ensure that all ASX industry sectors are represented by the largest companies in the 

sectors.  Table 5 lists these eight additional companies.   

 

Thus, the final sample consists of 21 large corporations.  ResMed Inc. is a United 

States (US) corporation listed on the ASX.  It was ranked the second largest company 

in the Health Care/Bio Technology Sector by the ASX. 
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TABLE 4 – Initial Sample of 13 Large Corporations Selected by Catalyst 

Company  

ASX 

CODE ASX Industry Sector 

Mkt Cap 

$m (Sept 

2010) 

Size 

Rank in 

Sector  GICS Industry Group 

      BHP Billiton BHP Metals/mining 130,585 1 Materials 

Rio Tinto RIO Metals/mining 46,586 2 Materials 

Bluescope Steel BSL Steel (under metals/mining) 4,011 8 Materials 

Commonwealth 

Bank CBA Financial 79,256 1 Banks 

National Australia 

Bank NAB Financial 60,612 4 Banks 

ANZ ANZ Financial 54,057 3 Banks 

Wesfamers WES Consumer  33,060 2 

Food & Staples 

Retailing 

Woolworths WOW Consumer  35,647 1 

Food & Staples 

Retailing 

Coca-cola Amatil CCL Consumer  9,040 5 

Food Beverage & 

Tobacco 

Foster's Group FGL Consumer  11,834 4 

Food Beverage & 

Tobacco 

Orica Ltd  ORI Industrial and materials 9,310 2 Materials 

Qantas Airways QAN Industrial and materials 6,320 6 Transportation 

Telstra TLS 

Technology & 

Telecommunications 32,601 1 

Telecommunication 

Services 
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TABLE 5 – Additional Sample of Eight Large Corporations 

Company  

ASX 

COD

E ASX Industry Sector 

Mkt Cap 

$m (Sept 

2010) 

Size 

Rank in 

Sector  GICS Industry Group 

      Woodside Petroleum WPL Energy  & Utilities 34,376 1 Energy 

Origin Energy ORG Energy  & Utilities 13,983 2 Energy 

Leighton Holdings LEI Industrial and materials 9,943 1 Capital goods  

Sims Metal 

Management SGM Clean technology 3,598 1 Materials 

Transpacific 

Industries TPI Clean technology 1,129 2 

Commercial & Professional 

Services 

CSL CSL Health Care/Bio Technology 18,176 1 

Pharmaceuticals, 

Biotechnology  

& Life Sciences 

ResMed Inc.  RMD Health Care/Bio Technology 5,125 2 

Health Care Equipment & 

Services 

Computershare CPU 

Technology & 

Telecommunications 5,418 2 Software & Services 
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4.3 Study Period 

 

Australia adopted the International Financial Reporting Standards (IFRS) from 2005.  

The Australian Accounting Standards Board (AASB) issued Australian equivalents of 

IFRS as Australian Accounting Standards to be applied to corporate financial reports 

for accounting periods commencing on or after 1 January 2005.  To ensure that the 

same set of reporting rules applies throughout the study period, the study period is 

chosen to be the six years from 2005 to 2010. 

 

4.4 Data Source 

 

The data source is Connect4 Annual Report Database.  As each set of corporate 

financial report contains the financial statements for two years (the current year and 

the previous year for comparison), financial reports of the sample companies for the 

years 2006, 2008 and 2010 were downloaded and relevant data were extracted from 

the consolidated financial statements for the purpose of this study.  The use of 2006 

annual reports ensure that the 2005 data extracted are consistent with the Australian 

equivalents of IFRS even though the accounting periods ended in 2005 of most 

sample companies commenced before 1 January 2005. 

 

Two companies in the final sample do not have financial reports available on the 

Connect4 for the whole study period.  The Connect4 Annual Report Database only 

has 2008 to 2010 annual reports of Sims Metal Management, and only has 2008 and 

2009 annual reports of ResMed Inc. which include two prior years for comparison.    
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Where there was missing data from Connect4 the information was extracted from the 

accounts downloaded from the various companies’ websites. 

 

5. EMPIRICAL FINDINGS 

 

5.1 Annual and Aggregate Effective Tax Rates 

 

The ETR was calculated using total income tax expense. Recall total income tax 

expense as disclosed in the income statement includes both the current (i.e. taxes 

currently payable) and deferred taxes.  

 

The difference between the statutory rate and the actual rate should be the permanent 

differences. The main reasons for the gap between the ETR and the statutory tax rate 

(i.e., permanent differences) are disclosed in a reconciliation in the income tax note to 

the financial statements, and will be examined in the Section 5.2.  

 

Using one year alone can distort the overall picture so the aggregate ETR was 

calculated as the sum of the income tax expense over the period divided by the sum of 

the profit/losses over the period. Table 6 below presents the annual and aggregate 

ETRs for 2005 to 2010.  
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TABLE 6 – Annual ETRs* and Aggregate ETR** 2005-2010 

Company by ASX Industry 

Sector 2010 2009 2008 2007 2006 2005 Aggregate 

        Metals/mining 

       BHP Billiton 31.2% 41.2% 28.9% 27.6% 22.6% 21.0% 29.0% 

Rio Tinto 25.7% 26.4% 40.8% 21.2% 23.2% 24.8% 26.8% 

Bluescope Steel -1.8% 37.9% 34.7% 24.2% 26.8% 25.4% 26.1% 

        Energy & Utilities 

       Woodside Petroleum 25.2% 32.6% 26.5% 27.5% 29.0% 25.8% 27.8% 

Origin Energy 22.4% 8.8% 27.4% 20.9% 27.1% 27.0% 13.9% 

        Financial 

       Commonwealth Bank 30.7% 26.3% 22.9% 31.2% 32.4% 32.0% 29.2% 

National Australia Bank 25.6% 48.0% 1.2% 28.7% 29.3% 28.3% 28.5% 

ANZ 31.8% 32.8% 26.3% 28.6% 29.2% 27.7% 29.5% 

        Consumer 

       Wesfamers 29.3% 23.7% 27.2% 28.9% 28.6% 27.4% 27.4% 

Woolworths 29.0% 29.2% 29.3% 30.2% 30.3% 29.1% 29.4% 

Coca-cola Amatil 30.0% 31.3% 28.2% 28.8% 28.7% 25.5% 29.0% 

Foster's Group -54.9% 26.1% 58.2% 24.3% 16.7% 30.8% 31.8% 

        Industrial and Materials 

       Leighton Holdings 27.0% 25.0% 20.7% 22.1% 25.3% 27.4% 24.3% 

Orica Ltd  38.1% 27.7% 26.4% 23.1% 27.8% 27.9% 29.0% 

Qantas Airways 35.1% 32.0% 31.1% 30.3% 28.5% 24.6% 29.3% 

        Clean Technology 
       Sims Metal Management Ltd 34.9% -23.0% 33.5% 32.8% 31.1 30.6 36.8% 

Transpacific Industries 21.0% 9.1% 18.5% 22.8% 28.5% 27.6% 30.3% 

        Health Care/Bio Technology 

       CSL 23.7% 16.3% 26.3% 30.3% 31.2% 42.8% 25.0% 

ResMed Inc.  27.2% 27.4% 30.1% 32.3% 33.9% 

 

29.4% 

        Technology & 

Telecommunications 

       Telstra 28.9% 28.0% 27.8% 30.2% 30.3% 28.8% 28.9% 

Computershare 26.6% 27.8% 26.0% 25.8% 22.6% 10.7% 24.8% 

        * Annual ETR = Tax expense ÷ Profit before tax 

** Aggregate ETR = Sum of tax expense over the study period ÷ Sum of profit before tax over the 

study period 
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Although the annual ETRs may vary above or below the statutory tax rate of 30%, the 

last column of Table 6 show that the aggregate ETRs of most companies in the sample 

are very close to 30%.  Tax losses (e.g. Bluescope Steel, Foster’s Group for 2010 and 

Sims Metal 2009) can cause distortions to the annual ETR. 

 

As an alternative measure of ETR only current tax was used as tax expense.  Current 

ETR is calculated by dividing current tax expense by profit before tax.  Table A1 in 

Appendix 1 shows the annual current ETRs of the sample companies over the study 

period 2005-2010 and the aggregate current ETR for the whole six-year study period.  

Again, the annual current ETRs vary from year to year around the statutory tax rate.  

The aggregate current ETRs for most companies in the last column of Table A1 are 

very close to the statutory tax rate. 

 

The gap between the current ETR and the statutory tax rate is due to both permanent 

and temporary differences between accounting profit and taxable income.  The main 

categories of temporary differences that explain the gap between the ETR and the 

current ETR are disclosed in the income tax note to the financial statements, and will 

be examined in the Section 5.3.  

 

Table A4 in Appendix 1 shows the breakdown between current and deferred income 

tax expense for the 2010 year. 
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5.2 Explanation of Permanent Differences 

 

As discussed above the ETR each year and the aggregate ETR varies around the 

statutory rate of 30%.  The question is what is the cause of the variation?  Are there 

offsetting items?  

 

Table A2 in Appendix 1 provides a detailed breakdown of the permanent differences 

as disclosed in the 2010 published financial reports.
24

  This information has been 

classified by industry category.  As mentioned earlier in the paper the permanent 

differences arise where there are items of revenue and expenses which are not 

recognised either for tax or accounting purposes.  Significant business concessions 

should be disclosed as differences between the prima facie tax expense and the actual 

income tax expense.  Overall the effect of tax concessions such as research and 

development allowance and investment allowances is negligible.  Most companies 

added back non-allowable deductions and again these were not a major amount except 

for Qantas which increased the 2010 ETR by 5.1%. 

 

Of note in this reconciliation is the number of companies for the 2010 year which had 

an amended assessment or an under/over provision from prior years.  Amended 

assessments indicate the fact that large businesses are involved in complex 

transactions and are subject to tax audits.  The outcome of the tax disputes varies.  For 

example Telstra was successful in getting a tax refund of $145 million in 2010 in 

relation to research and development in 2007 and 2008, but Orica Ltd paid additional 

tax of $98 million in relation to the settlement of the pharmaceuticals tax case. Under- 

                                                           
24 The analysis is dependent on the information each company discloses in the income tax note to consolidated 

financial statements.    
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and over-provision is due to the fact that financial statements are released to the 

public within four months after the end of the accounting period, but corporate tax 

return is not due until about seven months after the end of the accounting period. 

Adjustments to current tax expense may take place between publication of financial 

report and lodgment of tax return using later information and these adjustments are 

reported as under- or over-provision in the following accounting period. 

 

The other item to note is impairment write-downs.  In accounting when assets are 

impaired the cash generating unit is used to determine the future cash flows associated 

with the group of assets.  When applying the write-down it is first applied against any 

goodwill, which usually arises on consolidation or is recognised in any of the books 

within the group, but the amount written down from goodwill is not allowed as a tax 

deduction.  For example, in Table 6, Foster’s Group Ltd’s ETR for 2010 was -54.9%.  

This at face value looks as if Foster’s are not paying tax for 2010.  However Foster’s 

incurred an accounting loss partly as a result of an impairment write-down of 

goodwill which is not tax deductible so the non-deductible impairment expense was 

added back as a permanent difference
25

 which resulted in a taxable profit and the tax 

expense for 2010 was $164m.  This is a good demonstration of why it is better to use 

aggregate ETR calculated over the six-year period. 

 

5.3 Explanation of Temporary Differences 

 

Table A3 in Appendix 1 provides a detailed breakdown of the temporary differences 

as disclosed in the 2010 published financial reports.  Deferred tax assets (DTAs) mean 

                                                           
25 See Table A2 part 3. 
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that more tax has been paid (current tax liability) in the current period than would 

have been paid if accounting rules were used to determine tax liability.  As it is a 

temporary difference it means more tax now then less tax later.  These primarily arise 

due to provisions where businesses recognise the expenses for accounting purposes, 

e.g. employee leave entitlements and doubtful debts but they are not permitted as tax 

deductions until the liability is actually paid or the bad debts are written off.  The 

other main item is the carried forward tax losses which have been recognised as a 

deferred tax asset. 

 

It should also be noted that not all the tax losses have been recognised in the financial 

statements.  Table A5 in Appendix 1 shows all the potential deferred tax assets which 

have not been recognised.  Seventeen (17) of the 21 companies in the study have 

unrecognised tax losses.  Unrecognised tax losses when recouped distort the 

calculation of the annual ETR.  This was the case for the year 2010 for BlueScope 

Steel.  Unrecognised tax losses when recouped appear as a permanent difference.
26

  

 

Deferred tax liabilities (DTLs) mean that less tax has been paid (current tax liability) 

in the current period than would have been paid if accounting rules were used to 

determine tax liability.  DTLs are in effect tax concessions as the payment of tax has 

been deferred.  The main DTLs related to property plant and equipment.  For 

accounting purposes, companies typically adopt the straight-line method of 

depreciation for plant and equipment, but they use diminishing value method to 

compute capital allowance (tax depreciation), so the carrying amounts of plant and 

equipment tend to be greater than their tax bases.  This was particularly relevant for 

                                                           
26 See Table A2 in Appendix 1. 
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capital-intensive companies such as those in the metal/mining and the energy & utility 

sectors, where accelerated depreciation is still permitted.
27

 

 

The disclosure of the banking sector DTLs (Table A2 Part 2) is not particularly useful 

when the major category is other.  Particularly the NAB which has 88% of their DTLs 

classified as ‘other’. 

 

 

6. SUMMARY CONCLUSIONS 

 

According to a number of recent opinion polls, there has been a public perception that 

companies, especially large companies do not pay their ‘fair’ share of income taxes.  

This public perception is in turn based on the perception that companies have been 

enjoying many tax concessions and preferential treatments so that their effective tax 

rate falls well short of the statutory company tax rate.  The present study has 

examined whether or not this public perception can be supported by empirical data.  

More specifically, this study has employed information on accounting profit derived 

from published financial statements to estimate the effective tax rates of 21 large 

Australia companies for the six years from 2005 to 2010.   The results of this exercise 

suggests that the effective tax rates of these 21 large companies during the period 

under study are quite close to the statutory company tax rate of 30%, i.e., taxable 

profits are very close to accounting profit.  This result is, in some way, not entirely 

surprising in view of the income tax base broadening that has taken during the past 25 

                                                           
27 See Appendix 3 for a summary of the 2010 tax concessions for busineses.  
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years in Australia.  This income tax reform has gradually removed most tax 

concessions available to Australian companies.   

 

In summary, the good news is that large companies in Australia pay their fair share of 

income tax in the sense that their effective tax rates (based on accounting profit) are 

close to the statutory tax rate of 30%.  However, it is worthwhile to recall that the 

question of whether or not 30% is an adequate tax rate lies beyond the scope of this 

study. 
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APPENDIX 1: ADDITIONAL DATA TABLES FOR SECTION 5 

TABLE A1 – Annual Current ETRs* and Aggregate Current ETR** 2005-2010 

Company by ASX Industry Sector 2010 2009 2008 2007 2006 2005 Aggregate 

        
Metals/mining 

       BHP Billiton 27.6% 52.3% 30.2% 33.5% 30.4% 26.7% 32.7% 

Rio Tinto 24.4% 33.0% 51.4% 23.3% 23.7% 23.4% 28.9% 

Bluescope Steel -7.2% -18.3% 34.3% 27.9% 36.4% 28.9% 31.3% 

        
Energy & Utilities 

       Woodside Petroleum 24.0% 18.8% 34.4% 34.7% 25.7% 35.8% 28.9% 

Origin Energy -8.1% 8.7% 16.7% 34.2% 33.9% 33.3% 12.2% 

        
Financial 

       Commonwealth Bank 28.5% 38.2% 26.4% 35.9% 25.3% 31.5% 31.0% 

National Australia Bank 26.7% 39.4% 63.9% 28.6% 28.0% 31.0% 33.3% 

ANZ 32.6% 26.8% 26.6% 31.5% 33.6% 23.8% 29.6% 

        
Consumer 

       Wesfamers 27.6% 29.2% 38.7% 26.1% 27.4% 30.0% 29.7% 

Woolworths 28.5% 28.6% 32.0% 32.7% 30.6% 33.3% 30.5% 

Coca-cola Amatil 26.2% 28.8% 28.7% 33.7% 28.8% 30.6% 29.2% 

Foster's Group -74.7% 41.2% 85.8% 15.1% 13.9% 26.4% 33.5% 

        
Industrial and Materials 

       Leighton Holdings 45.5% 27.4% 27.5% 33.6% 23.2% 18.6% 31.7% 

Orica Ltd  26.7% 36.7% 22.4% 24.5% 70.6% 24.3% 29.3% 

Qantas Airways 0.0% 27.1% 19.2% 33.1% 28.4% 18.6% 23.2% 

        
Clean Technology 

       Sims Metal Management Ltd 35.8% -22.5% 33.3% 33.7% 28.0 30.6 36.4% 

Transpacific Industries 6.9% -6.9% 26.3% 12.9% 22.3% 22.9% 36.8% 

        
Health Care/Bio Technology 

       CSL 22.1% 16.8% 32.0% 23.0% 94.0% 23.3% 25.2% 

ResMed Inc.  25.7% 40.6% 24.5% 51.6% 42.8% 

 
34.7% 

        
Technology & Telecommunications 

       Telstra 21.3% 23.6% 28.6% 35.0% 37.9% 28.7% 28.8% 

Computershare 20.7% 22.9% 20.1% 22.9% 13.7% 12.5% 19.8% 

        * Annual current ETR = Current tax expense ÷ Profit before tax 

** Aggregate current ETR = Sum of current tax expense over the study period ÷ Sum of profit before tax over the 

study period  
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Table A2 Difference between prima facie tax expense and income tax expense for 2010 (i.e. permanent differences) Part 1  
Company by ASX Industry Sector Metals/mining Energy & Utilities Industrial and Materials 

 BHP 

Billiton 

  Rio Tinto   Blue- 

scope 
Steel*  

  Wood- 

side 
Petrole

um  

  Origin 

Energy  

 Leighton 

Holdings 

 Orica Ltd   Qantas 

Airway
s 

 

 $m % $m % $m % $m % $m % $m % $m % $m % 

Profit before tax 19572  20577  137  2109  876  843  814  178  

Prima facie ITE 30% 5872 30.0 6173 30.0 41 30.0 633 30.0 263 30.0 253 30.0 244 30.0 53 30.0 

Add/ Subtract (+/-)                 

Non-allowable deduction  92 .05   2 1.5 53 2.5   12 1.4 3 0.3 9 5.1 

Under/(over) provision prior year  -181 -.09   4 3.0 -4 --0.2 -12 -1.4 -1 -0.2 2 0.2   

Amended assessment             98 12.2   

Impairments      -     12 1.4     

Equity and joint venture income tax 

differential 
  -330 -1.6 0 0.1   -41 -4.7 -23 -2.8   1 0.6 

Non assessable gains/income   -143 -0.7 -8 -5.9 -65 -3.1         

Withholding tax   35 0.2 7 7.2           

Tax on foreign earnings 221 1.1           -30 -3.7   

Non-tax effected operating losses & capital 

gains  

152 0.8 95 0.5             

Losses previously not recognised   -13 -0.1 -41 -29.6   -23 -2.6 -32 -3.8   -4 -2.2 

Overseas income tax differential 94 0.5 15 0.1 -6 -4.6 3 0.1 3 0.3 -8 -0.9 -8 -1.0   

Exchange variation & translation 106 0.5 -63 -0.3   -127 -6.0         

Tax rate change 17 0.1               

Initial recognition DTA -42 -.02               

Change Deferred taxes due to rate change    -96 -0.5   40 1.9         

Resource depletion & other allowances   -163 -0.8             

Research & Dev  Incentive     -8 -5.8 -10 -0.5         

Investment & dev allowance -279 -1.4 -74 -0.4             

Other  60 1.2 -140 -.07 6 4.4 9 0.4 6 0.7 16 1.9 2 0.2 3 1.7 

Income Tax expense   6112 31.2 5296 25.7 -3 -1.8 532 25.2 196 22.4 227 27.0 310 38.1 62 35.1 
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Table A2 Difference between prima facie tax expense and income tax expense for 2010 (i.e. permanent differences) Part 2  
Company by ASX Industry Sector Financial 

 Commo

n- 

wealth  

Bank 

  NAB    ANZ   

 $m % $m % $m % 

Profit before tax 8193  5676  6601  

Prima facie ITE 30% 2458 30.0 1703 30.0 1980 30 

Add/ Subtract (+/-)       

Non-allowable deduction    11 0.3 83 1.3 

Tax expense re:  insurance business 91 1.1   150 2.3 

Tax differential on life insurance business   44 0.8   

Offshore banking unit income  -32 -0.4 -14 -0.3   

Under/(over) provision prior yr    -52 -1.0 -32 -0.5 

Impairments     -7 -0.1 

Equity and joint venture income tax differential     -130 -2.0 

Non assessable gains/income -18 -0.2 -44 -0.9 -5 -0.1 

Tax on foreign earnings     -38 .01 

Losses previously not recognised -4 -0.05     

Overseas income tax differential -66 -0.8 -15 -0.3 5 0.1 

Exchange variation & translation       

Tax rate change -12 -0.1 5 0.1 36 0.5 

Tax provision NZ structured tax finance case  164 2.0 -132 -2.6   

Investment & dev allowance -57 -0.7 -5 -0.1   

Other  -11 -0.1 -50 -1.0 54 0.8 

Income Tax expense   2513 30.7 1451 25.6 2096 31.8 
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Table A2 Difference between prima facie tax expense and income tax expense for 2010 (i.e. permanent differences)  Part 3 
Company by ASX Industry 

Sector 

Consumer Clean Technology Health Care/Bio Technology Technology & 

Telecommunications 

 Wes- 
famers  

 Wool 
worths  

  Coca-
cola 

Amatil  

 Foster's 
Group 

# 

 Sims 
Metal 

Manag

ement 
Ltd 

 Tran
s 

pacif

ic 
Indu

stries 

 CSL  ResMe
d Inc. 

 Telstra  Compute
r -share 

 

All figures $m $m % $m % $m % $m % $m % $m % $m % $m % $m % $m % 

Profit before tax 2215  2871  711  -299  195  92  1379  261  5538  411  

Prima facie ITE 30% 665 30.0 861 30.0 213 30.0 -90 30.0 58 30.0 28 30.0 414 30.0 91 35.0 1661 30.0 123 30.0 

Add/ Subtract (+/-)                     

Non-allowable deduction    5 0.2 0.4 0.06   6 3.1 0    3 1.2 74 1.3 3 0.6 

Under/(over) provision prior yr -9 -0.4 -5 -0.2 -0.9 -0.13 -13 4.3 6 3.1 -9 -9 -12 -0.9   47 0.8   

Impairments 17 0.8     296 -99.             

Equity and joint venture income 

tax differential 

-4 -0.2   -0.1 -0.01               

Non assessable gains/income   -2 -0.1   -2 0.6 -3 -1.3         -14 3.3 

Withholding tax     -0.2 -0.03         36 13.7     

Tax on foreign earnings               -25 -9.5     

Losses previously not recognised       -8 -2.8 -2 -1.0         -1 -0.2 

Overseas income tax differential     -0.4 -0.06 -6 2.1 2 1.0   -63 -4.6 -27 -

10.4 

-36 -0.7 3 0.7 

Tax rate change   -1 0.0 1.2 0.17     -2 -1.2       1 0.2 

Amended assessment                 -148 -2.7   

Research & Dev  Incentive             -13 -.09 -7 -2.7   -3 -0.7 

Investment & dev allowance -26 -1.2 -20 -0.7           1 0.3     

Other  7 0.3 -6 -0.2   -13 4.3   2 1.2 1 0.1 -1 -0.4   -4 -0.9 

Income Tax expense   650 29.3 833 29.0 213 30.0 164 -54.9 68 34.9 19 21.0 327 23.7 71 27.2 1598 28.9 109 26.6 
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Table A3 composition of the deferred tax assets and deferred tax liabilities (temporary differences) 2010 as disclosed in the consolidated accounts Part 1  
Company by ASX Industry Sector Metals/mining Energy & Utilities Industrial and Materials 

 BHP 

Billiton 

  Rio 

Tinto  

 Bluescope 

Steel*  

  Wood- side 

Petroleum  

 Origin 

Energy  

 Leighton 

Holdings 

 Orica 

Ltd  

 Qantas 

Airways 

 

DEFERRED TAX LIABILITIES $m % $m % $m % $m % $m % $m % $m % $m % 

Property Plant and equipment 3466 60 7424 80 390 79   615 50   123 51 1532 81 

Exploration expenditure        410 22 401 33       

Oil and Gas properties       548 30         

Resource rent tax 434 7     751 41         

Deferred charges 457 8               

Intangible assets    40 0.4 40 8       75 31   

Debtor         136 11       

Inventory     9 2     9 6 5 2 12 1 

Other financial assets and liabilities        114 7     11 4 169 9 

Undistributed profits in foreign subs   437 5         9 4   

*Revaluations and fair value 

adjustments 

202 3       9 1       

*Equity accounting associates         23 2       

*Foreign exchange gains & losses 997 17 693 7.5 39 8           

Other  276 5 661 7.1 13 3   43 3 30 18 18 8 178 9 

Withholding tax           51 31     

Deferred research & development           76 45     

Total  5832 100 9255 100 491 100 1823 100 1227 100 166 100 241 100 1891 100 

DEFERRED TAX ASSETS                  

Doubtful debt /impaired loans     8 2     31 6 4 1   

Employee benefits 448 8 1301 22 176 40   39 9 139 27 66 17   

Other provisions, accruals 170 3 2178 37 37 8 441 83 123 30 63 12 127 33 298 25 

Property Plant & Equipment   71 1       169 33 38 10   

Intangible Assets   inventory             24 6   

*Foreign exchange gains& losses   529 9       2 0.5     

*Revaluations –non tax depreciable         3 1 105 20.5     

Deferred Income 118 2             621 53 

Exploration expenditure  570 10               

Closure & rehabilitation/environment 1524 28       23 5   77 19   

Investments including foreign tax credits 980 18               

Tax losses 1617 29 1599 27 208 47 22 4 193 47   52 13 257 22 

Other  138 2 225 4 12 3 68 13 33 8 4 1 5 1   

Total 5565 100 5903 100 441 100 531 100 414 100 513 100 393 100 1176 100 

*these items were taken directly against the equity reserves.
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Table A3 Composition of the deferred tax assets and deferred tax liabilities (temporary differences) 2010 as disclosed in the consolidated accounts Part 2  
Company by ASX Industry Sector Financial 

 Common- 

wealth  

Bank 

  NAB    ANZ   

 $m % $m % $m % 

DEFERRED TAX LIABILITIES       

Property Plant and equipment   121 11.5   

Lease Finance 347 20   204 12 

Treasury instruments     452 26 

Capitalised expenditure     117 7 

Superannuation 84 5     

Intangible assets  145 8 5 0.5   

Other financial assets and liabilities  639 36     

*Revaluations and fair value adjustments 73 4     

*Cash flow hedge 55 3   2  

*Foreign currency translation reserve     37 2 

DTL recognised on acquisitions     320 18 

Available for sale investment reserve 53 3     

Other  371 21 905 88 621 35 

Total  1767 100 1031 100 1753 100 

DEFERRED TAX ASSETS        

Doubtful debt /impaired loans 1476 52 1124 37 1319 52.5 

Employee benefits 376 14 422 14 193 8 

Other provisions, accruals 193 7   362 14 

Life Insurance statutory funds   336 11   

Financial instruments 474 17     

*Foreign currency translation reserve 3      

*Revaluations –non tax depreciable     12 15 

Deferred Income     102 4 

Deferred tax assets recognised on acquisition     351 14 

Tax losses  3  264 9   

Other 291 10 892 29 171 7 

 2816 100 3038  2510 100 

Overall net DTA 1049  2007  757  

*these items were taken directly against the equity reserves not included in income tax expense 
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Table A3 Composition of the deferred tax assets and deferred tax liabilities (temporary differences) 2010 as disclosed in the consolidated accounts Part 3 
Company by ASX Industry 

Sector 

Consumer Clean Technology Health Care/Bio Technology Technology & 

Telecommunications 

All figures $m Wes- 

famers  

 Wool 

worths  

  Coca-

cola 

Amatil  

 Foster'

s 

Group 
# 

 Sims 

Metal 

Manage
ment Ltd 

 Trans 

pacific 

Industr
ies 

 CSL  ResMe

d Inc. 

 Telstra  Com

puter 

-
share 

 

DEFERRED TAX LIABILITIES $m % $m % $m % $m % $m % $m % $m % $m % $m % $m % 

Property Plant and equipment 197 40 
  

61 25 184 33 67 50 6 19 54 59 7 33 1686 62 2 1 

Mining assets 46 9 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 

Deferred charges 
 

 3 3 
 

 
 

 
 

 
 

 
 

 
 

 
 

 1 0.5 

Intangible assets  104 21 14 14 131 54 149 27 53 40 
 

 30 33 10 48 827 30 117 85 

Accrued income 63 13 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 

Inventory 
 

 
 

 
 

 23 4 4 3 
 

 
 

 
 

 
 

 
 

 

Other financial assets and liabilities  62 13 
 

 
 

 
 

 
 

 
 

 
 

 
 

 178 6 
 

 

*Revaluations & fair value adjust 
 

 
 

 
 

 
 

 
 

 12 39 
 

 
 

 
 

 
 

 

Equity accounting associates 19 4 
 

 
 

 
 

 3 2 
 

 
 

 
 

 
 

 
 

 

Undistributed profits in subsidiaries 
 

 
 

 24 10 71 13 
 

 
 

 
 

 
 

 
 

 
 

 

*Foreign exchange gains & losses 
 

 
     

 
   

 
 

 
    

11 8 

Other  1 
 

37 37 27 11 128 23 7 5 13 42 7 8 4 19 34 1 
 

 

*Cash flow hedge 
  

46 46 
 

 
   

 
 

 
 

 
 

 22 1 8 5.5 

Total  492 100 100 100 243 100 555 100 134 100 31 100 91 100 21 100 2747 100 137 100 

DEFERRED TAX ASSETS  
 

 
   

 
     

 
 

 
 

 
 

 
  

Doubtful debt /impaired loans 14 1 
 

 4 7 
 

 
 

 
 

 
 

 2 3 67 8 2 2 

Employee benefits 292 27 
 

 40 74 
 

 21 28 16 22 18 11 24 35 421 51 15 19 

Other provisions, accruals 389 35 408 77 
 

 155 47 19 26 34 48 51 31 3 5 180 22 40 52 

Property Plant and equipment 188 17 102 19 
  

3 1 6 6 
 

 
      

10 12 

Deferred income 16 1.5 
 

 
       

 
    

81 10 2 3 

Deferred charges 
 

 
 

 
  

29 9 
   

 6 3 26 38 
    

Inventory 110 10 
 

 
  

5 1 7 9 
 

 73 44 6 6 
    

Foreign exchange gains& losses  
 

 17 3 
  

28 9 
   

 
        

*Foreign currency translation res 
 

 
 

 
    

9 12 
 

 
        

*Financial instruments 75 7 
 

 
    

1 2 
 

 
        

Tax losses  
 

 1  
  

91 27 
  

21 30 13 8 3 4 74 9 6 8 

Other 16 1.5 5 1 10 19 19 6 11 15 
 

 6 3 5 7 
  

3 4 

Total 1100 100 533 100 53 100 330 100 74 100 71 100 167 100 69 100 823 100 78 100 

*these items were taken directly against the equity reserves not included in income tax expense 
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Table A4 Income tax expense as shown in 2010 financial statements Part 1 

 

Metals/mining Energy & Utilities Industrial and Materials Financial 

All figures $ million 

BHP 

Billiton 

Rio Tinto Bluescope 

Steel* 

Wood- side 

Petroleum 

Origin 

Energy 

Leighton 

Holdings 

Orica Ltd Qantas 

Airways 

Common- 

wealth  

Bank 

NAB ANZ 

Income tax expense 6112 5296 -3 532 196 228 310 62 2513 1451 2096 

            Current 5395 5026 -9 545 -71 383 218 0 2338 1514 2153 

Deferred 1168 270 3 120 279 -155 -7 317 175 -63 -56 

Impact conversion to functional currency 

  
-129 

       Benefit tax losses  

       
-255 

   Under/-over provisions prior  

  
4 -4 -12 -1 99 

   
-1 

Total  6563 5296 -3 532 196 228 310 62 2513 1451 2096 

*BHP Royalty Tax  451 

          * BHP income tax $6112m + Royalty Tax $451 =$6563m  

 

 

Income tax expense as shown in 2010 consolidated financial statements Part 2 
 Consumer Clean Technology Health Care/Bio 

Technology 

Technology & 

Telecommunications 

 

 

All figures $ million 

 Wesfamers   Woolworths   Coca-

cola 

Amatil  

 Foster's 

Group  

Sims Metal 

Management 

Ltd 

Transpacific 

Industries 

CSL ResMed 

Inc. 

Telstra Computershare 

Income tax expense 650 833 213 164 68 19 327 71 1598 109 

 

          Current 612 818 186 224 70 6 304 67 1182 85 

Deferred 47 19 34 -47 6 22 34 3 369 24 

Under/-over provisions prior  -9 -5 -7 -13 -10 -9 -12 

 
47 0 

Total  650 833 213 164 65 19 327 71 1598 109 
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Table A5 Deferred Tax Assets which have not been recognised 
Company by ASX Industry Sector Deferred tax assets $m 

 Tax losses 

revenue 

account 

Capital 

losses 

Other  Unrealised 

losses on 

investment 

TOTAL 

Metals/mining      

BHP Billiton      

Rio Tinto 202    202 

Bluescope Steel 27    27 

      

Energy & Utilities      

Woodside Petroleum 195 112 3  310 

Origin Energy 18 43   61 

      

Financial      

Commonwealth Bank 110 14   124 

National Australia Bank 3 788 37  828 

ANZ 9   163 172 

      

Consumer      

Wesfamers  220   220 

Woolworths      

Coca-cola Amatil 12 288   300 

Foster's Group 466    466 

      

Industrial and Materials      

Leighton Holdings 2    2 

Orica Ltd  11 27 1  39 

Qantas Airways 40    40 

      

Clean Technology      

Sims Metal Management Ltd 9    9 

Transpacific Industries     - 

      

Health Care/Bio Technology      

CSL 1    1 

ResMed Inc.      - 

      

Technology & Telecommunications      

Telstra 62 160 464  686 

Computershare 13    13 

      

Rio Tinto had $146M and BlueScope Steel had $11m of unremitted earnings not recognised as a DTL.  

If and when these items are recouped they would appear as a permanent difference in tax notes to the financial 

statements. 
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APPENDIX 2 

 

GLOSSARY 
 

Accounting Profit is equal to revenues less expenses in the current period as reflected in the income 

statement.  

 

Aggregate Effective Tax Rate is the sum of the tax expense over the study period divided by the sum of the 

profit before tax over the study period.  

 

Current Tax is the taxable profit for the current year times the statutory company tax rate.  

 

Deferred Tax Assets are the taxes to be recovered in future periods in regard to future deductible temporary 

differences and carried forward tax losses.  

 

Deferred Tax is the future tax consequences of recovering or settling the carrying amount of an asset or 

liability.   

 

Deferred Tax Liabilities are the taxes to be paid in future periods in regard to future taxable temporary 

differences. 

 

Effective Tax Rate as the ratio between income tax expense and accounting profit (as reported in financial 

statements).   

 

Permanent Differences refer to items of revenue or expense that are recognised by accounting rules but not 

tax rules, and vice versa. 

 

Statutory Tax Rate is the rate of tax imposed on corporate taxable profit (income) as specified in the 

Australian income tax laws.  

. 

Tax Expense includes current tax expense and deferred tax expense. 

 

Taxable Profit (taxable income) is assessable income less allowable deductions for the current tax year. 

 

Temporary Differences refer to the differences between the carrying amounts and tax bases of assets and 

liabilities.  
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APPENDIX 3 

 

TAX EXPENDITURES 

 

A ‘tax expenditure’ is a provision in taxation law which gives preferential treatment to certain taxpayers or 

activities.
i
  Examples include tax exemptions, tax deductions, tax offsets, concessional tax rates or deferrals 

of tax liability.  However not all preferential treatment and concessions are classified as tax expenditures.  A 

review of Treasury’s 2010 tax expenditures list show the following concessions which businesses can claim.  

 

B10 (p 70) Concessional tax treatment of offshore banking units (OBU) – Income (other than capital gains) 

derived by an offshore banking unit is taxed at a concessional rate of 10%. Interest paid by an OBU on 

certain offshore borrowings and gold fees are exempt from withholding tax. 

B24 Concessional taxation of life insurance investment income. 

B62 (p 92) Deduction for borrowing expenses to purchase capital asset used for income producing purposes 

- claim over  the shorter of the term of the loan or 5 years, 

B76-Treatment of finance leases- Finance leases are taxed leases rather than loans, i.e. lease payments are 

deductible to lessee and assessable to lessor who can claim depreciation. 

B80, B81 Accelerated depreciation for some primary production. 

B89 Accelerated depreciation for mining buildings. 

B90 Capital expenditure deduction for mining, quarrying and petroleum operations (before 1 July 2001) 

B94 Exploration and prospecting deduction – immediate deductible. 

B96 Accelerated depreciation for in-house software.  

B104  Research and development- immediate deduction for expenditure on core technology. 

B105- B107 various R&D incentive extra deductions up to 175%.  

Items which are exempt: 

  

B13 (p71) income from a business carried on by an Australian company through a permanent establishment 

in a foreign country is exempt from income tax. 
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B64 (p 93) exemption for early stage venture capital in limited partnerships. 

 

Item which deduction are denied : 

B1 (p 66) Deduction for political donations.     

B26 Generally the cost of entertainment (such as food and drink) paid in the course of carrying on a business 

is denied as a deduction- except provided to members of the public who are sick, disabled, poor etc). 

B51 (p 88) Denial of depreciation deduction for car value above the luxury car tax threshold which was 

$57,180 for 2009-10. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                                     

 

 
                                                           
i
 ‘Treasury, Tax Expenditures Statement 2010’, January 2011. 


