Taylor & Francis
e Online & !

Home P All Journals » Economics, Finance & Business P The European Journal of Finance P List of Issues
» Volume 12, Issue 1 » WACC and a generalized tax code

The European Journal of Finance >
Volume 12, 2006 - Issue 1

316 6 0

Views CrossRef citations to date Altmetric
Original Articles

WACC and a generalized tax code

Sven Husmann, Lutz Kruschwitz & Andreas Loffler &
Pages 33-40 | Published online: 08 Feb 2011

66 Cite this article https://doi.org/10.1080/1351847042000304125

Sample our
Economics, Finance,

Business & Industry Journals

>> Sign in here to start your access
to the latest two volumes for 14 days

B Full Article (e Figures & data & References 66 Citations Ll Metrics

& Reprints & Permissions Read this article

Abstract

Valuation of firms is generally based on the WACC approach which typically neglects
personal income taxes. This paper extends this approach to incorporate personal
income taxes and develop a generalized valuation formula which can be used for any
taxation system. The approach is illustrated for four different taxation systems
highlighting the importance of considering personal taxes.
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Notes

1. This particular feature of the German tax system is also used in Austria and France.
In Italy, a 60% exemption will be available for dividends paid.

2. The following description of the national tax codes where taken from Internal
Revenue Service (2004), Inland Revenue (2004), Canada Revenue Agency (2004),
KPMG (2004a), KPMG (2004b) and Canefield (1999).

3. There is a reduced tax rate for manufacturing firms ranging from 27% to 38%.
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