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1 INTRODUCTION

This report' presents estimates of the effective tax rates on investment in the EU member states
over the period 1998 to 2007. For comparison it also presents similar estimates for 7 other coun-
tries. The report considers primarily taxes on corporations in each country, but also includes
analysis of personal taxes on investment and saving. It also considers both cross border invest-
ment, and investment by small and medium sized enterprises.

The methodology used is that set out by Devereux and Griffith (1999, 2003), and also used in an
earlier study by the European Commission in 2001. This methodology is now well known and
has been described at length elsewhere, including in the European Commission (2001). This re-
port therefore does not set out the methodology in any detail. However, it does provide a brief
summary.

Section 2 analyses an investment undertaken in a member state of the EU by a domestic com-
pany. It goes beyond the analysis in the European Commission (2001) in two dimensions. First, it
extends the countries considered. The 2001 report analysed primarily only the then 15 members
of the EU; these countries are referred to in this report as the EU 15. This study extends the
analysis to the 10 new member states that joined the EU in 2004. They are referred to as the EU
10 and the EU 15 and EU 10 are together referred to as the EU 25. This study also includes
analysis from 2005 to 2007 of the further 2 countries that joined the EU in 2007 to make up the
EU 27. It also considers 7 other countries as noted above. Second, this report considers a time
series of results for 10 years (1998 to 2007) for the EU 25, and 3 years (2005 to 2007) for the EU
27. Detailed results for each country are presented in Annex C; Section 2 contains a summary
and discussion of these results.

Section 3 summarises the results for cross border investment. Again we extend the European
Commission (2001) report in the same two dimensions. For 2007, for example, we consider ef-
fective tax rates on bilateral cross border investment between all 34 countries: a total of 1,122
bilateral combinations of outflows and inflows. We also analyse cross border flows within the EU
25 for each year from 1998 to 2007 and extend this to the EU 27 for 2005 to 2007. A summary
of these results is provided in Annex D. A summary and discussion is provided in Section 3.

Section 4 investigates the case of small and medium-sized enterprises. It compares the treatment
of incorporated SMEs with the treatment of larger corporations. And it also investigates the
choice of legal form, by comparing the tax treatment of incorporated SMEs with that of partner-
ships.

Section 5 presents further results within a sensitivity analysis. On the one hand, it shows local
variations in tax levels arising in several countries due to local taxes. On the other hand and since
the results dealt with in the preceding sections are based on specific assumptions, Section 5 con-
siders the impact of these assumptions by varying the interest rate, the pre-tax rate of return, in-
flation, economic depreciation, and weights.

1.1 Methodology

The basic approach proposed by Devereux and Griffith (1999, 2003) is to consider a hypothetical
incremental investment located in a specific country undertaken by a company resident possibly
in the same country, but also possibly in another country.” Given a post-tax real rate of return
required by the company's shareholder, it is possible to use the tax code to compute the implied
required pre-tax real rate of return, known as the cost of capital. The proportionate difference

1 The main results are summarised in the following three sections. Sections 2, 3 and 5 describe the results for Mod-
ule 1. Section 4 describes the results for Module 2.

2 This approach is a development of that of Hall and Jorgensen (1967) and King and Fullerton (1984). The latter was
used in two earlier large studies containing inter-country comparisons, OECD (1991) and Ruding Committee (1992).
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between the cost of capital and the required post-tax real rate of return is known as the effective
marginal tax rate (EMTR).

This approach is based on the presumption that firms undertake all investment projects which
earn at least the required rate of return. For a given required post-tax rate of return, the more se-
vere the tax system, the higher is the cost of capital, and hence the less likely that any specific in-
vestment project will be undertaken.

A complementary approach is to consider discrete choices for investment, and in particular the
discrete location choice. If two locations are mutually exclusive, then the company must choose
between them. In this case, the impact of taxation on the choice is measured by the proportion
of total income taken in tax in each location. Devereux and Griffith (1999, 2003) proposed a
measure of an effective average tax rate (EATR) to identify the effect of taxation on such discrete
location choices.

In both cases, the hypothetical investment takes place in one period and generates a return in the
next period. It is assumed throughout that the tax system is expected to remain unchanged over
the life of the investment. The impact of taxation depends on a number of features of the tax
system, including the statutory tax rate, capital allowances, the treatment of foreign source in-
come, wealth taxes paid by the company, as well as possibly the treatment at the corporate and
personal level of dividends paid by the company, and wealth and capital gains taxes at the per-
sonal level. Where the enterprise is a partnership and is taxed according to the transparency prin-
ciple, then the relevant tax system is that applying to the partner’s personal taxable income.

The limitations of the approach should be recognised. The hypothetical investment analysed is
rather simple, and many important detailed features of actual tax systems are not incorporated. In
particular, the analysis does not take account of the existence of various forms of provisions
available in some countries. The measures presented here should also be distinguished from
those derived from published data on tax payments, either from company accounting records or
from tax receipts. Measures of average tax rates are also often calculated using company account-
ing records, for example, by taking the ratio of tax payments to profit.

1.2 The Role of Personal Taxes

The analysis in this report is based on the assumption that companies act in the interests of their
owners, the shareholders, to maximise the shareholders' wealth. To do this, the company should
in principle take into account any personal tax payable by the shareholders. Three forms of per-
sonal taxes are relevant here: personal taxes on dividends (including any tax credit associated with
dividend payments), capital gains tax on the realised increase in the value of the shares, and tax
on alternative forms of investment, taken here to be on the interest received from lending.

However, a significant difficulty arises in seeking to take account of personal taxes: the company
may have many shareholders, who face different rates of tax from each other. Which set of per-
sonal tax rates should a company take account of in these circumstances? Economic theory sug-
gests an answer: the market value of shares should reflect a weighted average of all investors in
that company, where the weights reflect the overall wealth of investors.” Unfortunately, this does
not provide a clear guide in practice, since it is virtually impossible to identify such a weighted
average in practice. In particular, many shareholders are likely to be non-residents or tax exempt
institutions (e.g. pension funds); if they are taxed at all on such income it is likely to be in their
own country of residence.

Hence the central case examined accounts only for taxes paid by the corporation. But we also
examine the case including personal taxes, which is particularly relevant in considering the posi-
tion of small and medium-sized enterprises.

3 See Brennan (1970) and Bond, Devereux and Klemm (2000).
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1.3 Economic Assumptions

Several assumptions need to be made in order to define the hypothetical investment project ana-
lysed in this report, and the economic conditions under which it is assumed to take place. The
following is assumed.

- The shareholder is assumed to be able to earn a real rate of return of 5% on an alternative
investment. If the alternative investment is not taxed, this is also the post-tax return required
by the shareholder on the hypothetical investment analysed. Any tax on the alternative asset
reduces the required post-tax rate of return on the hypothetical investment.

- The inflation rate is assumed to be 2% in all countries.

- Separate investments in five different assets are considered. They are as follows, together
with the true economic depreciation rate assumed in each case:* intangibles (taken for tax
purposes here to be the purchase of a patent) (depreciation rate of 15.35%); industrial build-
ings (3.1%); machinery (17.5%); financial assets (zero); and inventories (zero). In presenting
averages over different forms of investment, these assets are weighted equally.

- Three sources of finance for investment in each asset are separately considered: retained
earnings, new equity and debt. In presenting averages over different forms of investment,
weights used are taken from OECD (1991): retained earnings 55%, new equity 10% and debt
35%.

Common figures to all countries for the real rate of return, the inflation rate, the true economic
depreciation on assets and the weights for investments and sources of finance are used in order
to identify differences in effective tax rates due to tax regimes, rather than due to differences in
underlying economic conditions. However, within Section 5, certain sensitivity analyses are car-
ried out in order to elaborate the impact of alternative underlying economic assumptions on the
effective tax burdens.

1.4 Description of Tax Parameters

This exercise is limited to parameters of the various tax regimes which can be captured in the
context of the analysis of a hypothetical investment project. A full list of the tax parameters used
in the report is given in Annex A, and notes are provided there of various choices made in the
interpretation of the tax codes. The types of parameters incorporated into the model are as fol-
lows:

- statutory corporation tax rates, including surcharges and typical local tax rates on profit, as
well as various special rates which apply to specific forms of income or expenditure;

- tax credits associated with dividend payments made from domestic and foreign source in-
come, and equalisation taxes;

- corporate real estate taxes, net wealth taxes and other non-profit taxes on assets;

- personal income tax rates, including withholding taxes, on dividend and interest income and
on capital gains on the disposal of shares, for three categories of shareholders, and provi-
sions relevant to taxing partnerships using the transparency principle;

- individual net wealth taxes on shareholdings and lending;

- capital allowances for industrial buildings, machinery, intangibles (the purchase of a patent)
and the tax treatment of financial assets and inventories;

- example investment incentives;

- treatment of foreign source dividends and interest received by parent companies from EU
subsidiaries; and

4 For buildings and machinery see Leibfritz (1989), p. 161. The true economic depreciation for intangibles is based
on own estimates using information from published financial statements.
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- withholding taxes on dividends and interest paid by subsidiaries in the EU to parent compa-
nies.



2 EFFECTIVE TAX RATES ON DOMESTIC INVESTMENT

We first consider the case of an investment undertaken in a member state of the EU by a domes-
tic company resident in the same member state. We consider in turn the two broad measures of
taxation described above.

In Section 2.1 we present estimates of the cost of capital (and the effective marginal tax rate,
EMTR). We begin in Section 2.1.1 by describing the cost of capital in the absence of personal
taxes. In this section we extend the results of European Commission (2001) in two ways. In Sec-
tion 2.1.1.1 we analyse the costs of capital relating to investment in 34 countries in 2007 (com-
pared to 15 in the earlier report). In Section 2.1.1.2 we analyse the development of the cost of
capital over the period 1998 to 2007 for the EU 25 and over the period 2005 to 2007 for the EU
27. Finally, in Section 2.1.2, we consider the effects of including personal taxes on the cost of
capital and the effective marginal tax rate. This is particularly relevant for the comparison with
small and medium-sized enterprises and partnerships described in Section 4.

In Section 2.2 we present estimates of the effective average tax rate (EATR). Again we extend the
results of European Commission (2001) in the same two dimensions. In Section 2.2.1 we analyse
the EATR for 34 countries in 2007. In Section 2.2.2 we trace the development of the EATR in
the EU 25 between 1998 and 2007 and the EU 27 between 2005 and 2007.

2.1 Cost of Capital

This section considers the case of a marginal investment. That is, we compute the minimum re-
quired pre-tax real rate of return - the cost of capital - on the investment given a required post-
tax real rate of return. The investment can take the form of the purchase of one of the five assets
considered, in each case financed by the company in one of three ways.

We begin in Section 2.1.1 with the simplest case in which there are no personal taxes. As de-
scribed above, this is probably the most appropriate starting point for considering corporations
which are widely owned internationally. In Section 2.1.2, we also allow for personal taxes. Com-
paring these two subsections is useful as a way of identifying in stages the impact of various ele-
ments of the overall tax regime.

2.1.1 Only Taxes on Corporations

In the absence of personal taxes, the company is assumed to be required to earn a post-tax real
rate of return of 5%. The cost of capital is the implied required pre-tax real rate of return. The
cost of capital is calculated for each of 15 different types of investment (5 assets, each possibly
financed from 3 sources). The EMTR is a straightforward calculation as the proportionate differ-
ence between the cost of capital and the post-tax real rate of return of 5%; to keep the discussion
and tables clearer, we do not present it here since (in the absence of personal taxes) it does not
add any information to the cost of capital.

2.1.1.1 Distribution of Costs of Capital in 2007

Table 1 presents the cost of capital for each type of investment averaged across the EU 27 in
2007. This is an unweighted average. That is, it does not take into account differences in the size
(or any other factor) of each country. Table 1 also presents overall (unweighted) averages across
the 5 assets, and across the 3 sources of finance (weighted as specified above).



Table 1

Cost of capital, 2007

average across all 27 EU Member States
only corporation taxes

Cost of capital Industrial Intangibles Machinery Financial Inventories Mean
(%) buildings Assets

Retained Earnings 7.1 6.4 6.5 7.3 6.8 6.8
New Equity 7.2 6.5 6.6 7.4 6.9 6.9
Debt 4.9 4.2 4.3 5.1 4.6 4.6
Mean 6.3 5.6 5.7 6.5 6.1 6.1

Note. Each number in the Table is an unweighted average over the equivalent number for each member state, as
shown in Annex C.

This table can be compared to Table 1 in European Commission (2001, p. 145), although there
are some differences, as follows:

(a) it presents only the cost of capital, and not the EMTR

(b) it presents an average across the EU 27, and not only the EU 15

(c) it refers to tax regimes in place in 2007, not 1999

(d) there is a technical difference in the assumption made about economic depreciation.’

Despite these changes, Table 1 indicates that the broad pattern of corporation taxes in the EU
has not changed significantly since 1999 - the year analysed in European Commission (2001).

The ranking of the average of cost of capital of different assets is essentially the same: for exam-
ple, intangibles face the lowest cost of capital, and financial assets the highest. The main reason
for these differences can be traced to the generosity of depreciation allowances relative to the
assumed rate of economic depreciation. Thus, for example, investment in intangibles is assumed
to take the form of the purchase of a patent with an economic depreciation rate of just over 15%.
Although the tax treatment varies considerably across countries (from 100% allowance in Den-
mark to 10% in a number of countries) it is on average generously treated relative to its assumed
depreciation rate, compared to the other assets.

On average, equity-financed investment is taxed more heavily than debt-financed investment, due
to the deductibility of interest payments, but in most cases no comparable relief for equity fi-
nance, though an exception is the relief for equity finance recently introduced by Belgium. In
general, the scale of the benefits of being able to deduct interest payments depend on the statu-
tory tax rate: the higher the tax rate, the greater the benefit from interest deductibility, and hence
the greater the difference between the cost of capital for equity-financed investment and debt-
financed investment. These may be offset to some extent if personal taxes are taken into consid-
eration, if the taxation of interest received at the personal level is taxed at a higher rate than divi-
dends or capital gains. (The differences between the cost of capital for investment financed by
retained earnings and by issues of new equity are due to the unusual corporation tax regime in
Estonia, which is a tax on dividend payments; in all other countries in the absence of personal
taxes, the cost of capital for investment financed by retained earnings and new equity are the
same).

However, there are also significant differences across countries which cannot be seen in Table 1.
To get a first idea of these differences, it is useful to split the EU 27 member states into different
groups. We begin in Tables 2a and 2b by comparing the original EU 15 and the more recent
members, which refer to as the EU 12, which joined in 2004 and 2007. In Tables 3a to 3d we

5 This is that it is assumed here that the initial depreciation allowance on an investment can only be claimed after one
period, instead of immediately. This reduces the present value of depreciation allowances and raises the cost of capi-
tal.



then split member states by a geographic dimension. Finally, in Table 4, we show each country
separately.

Table 2a

Cost of capital, 2007

average across the 15 old EU Member States
only corporation taxes

Cost of capital Industrial Intangibles Machinery Financial Inventories Mean
(%) buildings assets

Retained Earnings 7.6 6.7 7.0 7.9 7.3 7.3
New Equity 7.6 6.7 7.0 7.9 7.3 7.3
Debt 4.9 4.0 4.2 5.1 4.6 4.6
Mean 6.6 5.7 6.0 6.9 6.3 6.3

Table 2a is closer to Table 1 of European Commission (2001) since it considers only the EU 15.
The same pattern appears in Table 2a as in Table 1: that is, the ranking of the cost of capital
across assets and across sources of finance is the same.

The closest comparison with the 1999 table in European Commission (2001) is for financial as-
sets and inventories, since these are not affected by the difference in the assumption about the
timing of the depreciation allowances. These indicate only a modest fall in the cost of capital
since 1999; however, a more thorough time series comparison is made below.

Table 2b

Cost of capital, 2007

average across the 12 new EU Member States
only corporation taxes

Cost of capital Industrial Intangibles Machinery Financial Inventories Mean
(%) buildings assets

Retained Earnings 6.5 6.0 5.9 6.6 6.3 6.3
New Equity 6.6 6.2 6.1 6.8 6.5 6.4
Debt 4.9 4.5 4.4 5.0 4.7 4.7
Mean 5.9 55 5.4 6.1 5.8 5.7

Table 2b provides a similar analysis for the new EU 12 member states. Referring to the ranking
of the different types of investment, one interesting difference to the EU 15 is that the most tax-
favoured asset in the EU 15 is intangibles, whereas in the EU 12 it is machinery. Therefore, one
can conclude, that capital allowance in the EU 12 are more generous than in the EU 15. But the
most striking feature of Table 2b is that the average costs of capital for investment in the new
member states are substantially below those in the older member states; this is true across all
forms of investment.

This partly reflects the well-known differences in statutory tax rates across these two groups of
countries - Table 1 of Annex A presents these statutory rates. But the statutory rate is not the
only - or in many cases even the most important - factor in determining costs of capital. Tables 2
and 3 together provide striking evidence that the tax disincentives to undertake investment are
much lower in the newer member states.

To provide another comparison across member states, we divide the 27 countries by geographic
region as follows:

Nortth: Denmark, Finland, Ireland, Sweden, UK

West: Austria, Belgium, France, Germany, Luxembourg, Netherlands

South: Cyprus, Greece, Italy, Malta, Portugal, Spain

East: Bulgaria, Czech Republic, Estonia, Hungary, Poland, Latvia, Lithuania,

Romania, Slovakia, Slovenia



Table 3a

Cost of capital, 2007
average across North
only corporation taxes

Cost of capital Industrial Intangibles Machinery Financial Inventories Mean
(%) buildings assets

Retained Earnings 7.4 6.5 6.6 7.5 7.2 7.0
New Equity 7.4 6.5 6.6 7.5 7.2 7.0
Debt 5.1 4.2 4.3 5.0 5.0 4.7
Mean 6.6 5.7 5.8 6.6 0.4 6.2
Table 3b

Cost of capital, 2007

average across East

only corporation taxes

Cost of capital Industrial Intangibles Machinery Financial Inventories Mean
(%) buildings assets

Retained Earnings 6.4 5.8 5.8 6.4 6.1 6.1
New Equity 6.6 6.0 6.0 6.6 6.3 6.3
Debt 5.0 4.4 4.4 5.0 4.7 4.7
Mean 5.9 53 5.3 5.9 5.6 5.6
Table 3c

Cost of capital, 2007

average across South

only corporation taxes

Cost of capital Industrial Intangibles Machinery Financial Inventories Mean
(%) buildings assets

Retained Earnings 7.2 7.2 6.8 8.1 7.5 7.4
New Equity 7.2 7.2 6.8 8.1 7.5 7.4
Debt 4.4 4.3 4.0 5.2 4.6 4.5
Mean 6.2 6.2 5.8 7.1 6.5 6.4
Table 3d

Cost of capital, 2007

average across West

only corporation taxes

Cost of capital Industrial Intangibles Machinery Financial Inventories Mean
(%) buildings assets

Retained Earnings 7.9 6.5 7.2 7.9 7.1 7.3
New Equity 7.9 6.5 7.2 7.9 7.1 7.3
Debt 5.1 3.7 4.4 5.1 4.3 4.5
Mean 6.9 5.5 6.2 6.9 6.1 6.3

This breakdown of members states into 4 geographic regions serves partly to highlight the differ-
ences between the EU 15 and EU 12 observed in Tables 2a and 2b. Thus, the 10 countries in the
East collectively have much lower costs of capital on average than countries from other regions.
On average, the other three regions have costs of capital between 6.2% and 6.4%. By contrast,

the average in the East — which contains ten of the twelve members of the EU 12 - is only 5.6%.

However, these tables also highlight other differences between regions. For example, the North
and West have relatively generous treatment of intangibles, compared with the South. And higher
statutory rates in the West and South are reflected in the greater differences observed between
the average costs of capital for equity, as opposed to debt, finance. This is also reflected in the

relatively high costs of capital for investment in financial assets.
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To examine the dispersion of the cost of capital across the EU and other countries more closely,
Table 4 shows the position of each member state in 2007. It also shows 7 other countries: Croa-
tia, Norway, Switzerland, Turkey, Canada, Japan and the USA.

The first column in Table 4 shows the statutory rate in each country. The second column shows
the overall weighted average cost of capital, equivalent to the bottom right hand corner of Tables
1 to 3. The next 5 columns present the cost of capital for investment in each asset, averaged over
the three types of finance. The last three columns show the cost of capital for each source of fi-
nance, averaged across the 5 assets.

Focussing first on the overall average cost of capital, the differences between the older and newer
member states are again apparent. Amongst the EU 27, of the 10 countries with the lowest costs
of capital, 8 joined the EU in 2004 or 2007. Of the 2 members of the EU 15 in this group, Ire-
land has a very low statutory rate of 12.5%, and is 9th in the ranking. Among the EU 12, both of
the most recent new member states, Bulgaria and Romania, have very low average costs of capi-
tal.

However, the country with the lowest ranking is Belgium, a member of the EU 15. This is in-
structive. In 2006 Belgium introduced a new allowance, along the lines of the Allowances for
Corporate Equity (ACE) proposed by the Institute for Fiscal Studies (1990). This gives relief for
equity finance similar to the interest deductibility generally available for debt finance. In principle,
full ACE relief should result in a cost of capital equal to that in the absence of tax (5% in this
case). However, as introduced in Belgium, it is not as generous as interest deductibility, which
explains why the cost of capital for equity finance remains above that for debt finance in Bel-
gium. (The very low cost of capital for debt finance reflects the relatively high statutory tax rate in
Belgium).

At the opposite extreme, the four countries with the highest average costs of capital are large de-
veloped countries: Germany, Spain, France and the UK. In fact, this distinction appears in com-
parison even outside the EU. Canada and the USA have a cost of capital slightly higher than that
of Germany - the EU country with the highest cost of capital. And Japan exceeds these by some
distance.
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Table 4

Cost of capital by country, 2007

by asset, source of finance and overall
only corporation taxes

Corporate | Overall
tax rates mean

- g 2 g :

25 g g g2 ¢ |E§ Bz 3

g 3 c = @ = [T O

~ 0 — SIS = [=] Z B A
Austria 25.0 6.1 6.1 6.2 5.9 6.5 5.9 6.9 6.9 4.6
Belgium 34.0 5.0 6.1 3.1 4.5 6.1 5.1 5.6 5.6 3.9
Bulgaria 10.0 53 5.4 5.2 5.1 5.5 5.3 5.6 5.6 4.8
Cyprus 10.0 5.5 5.4 5.4 5.5 5.8 5.5 5.8 5.8 5.0
Czech Republic 24.0 5.8 5.5 5.6 53 6.4 6.1 6.6 6.6 4.4
Denmark 25.0 6.0 6.5 4.6 5.8 6.5 6.5 6.8 6.8 4.5
Estonia 22.0 52 5.2 5.2 52 52 5.2 5.0 7.0 5.0
Finland 26.0 6.3 6.4 6.3 5.9 6.6 6.6 7.2 7.2 4.8
France 34.4 7.7 8.9 5.7 9.5 7.4 6.9 9.0 9.0 53
Germany 39.4 7.0 7.4 6.1 6.3 8.2 6.9 8.3 8.3 4.5
Greece 25.0 5.8 5.2 6.2 52 6.5 5.9 6.6 6.6 4.3
Hungary 21.4 5.9 7.1 5.2 53 6.1 5.7 6.5 6.5 4.8
Ireland 12.5 5.8 5.7 5.5 5.5 6.5 5.5 6.2 6.2 4.9
Italy 37.3 6.4 6.5 5.3 6.3 7.2 6.7 7.7 7.7 4.0
Lativa 15.0 5.7 6.7 5.2 52 5.8 5.6 6.1 6.1 4.9
Lithuania 18.0 5.4 5.4 4.9 52 6.0 5.6 5.9 5.9 4.4
Luxembourg 29.6 6.0 6.6 5.5 5.1 6.9 6.1 7.1 7.1 4.1
Malta 35.0 6.8 6.5 7.0 5.9 7.4 7.4 8.2 8.2 4.4
Netherlands 25.5 6.2 6.5 6.3 6.0 6.5 5.9 7.1 7.1 4.7
Poland 19.0 5.8 6.0 5.3 6.0 6.1 5.6 6.4 6.4 4.7
Portugal 26.5 6.0 5.8 6.3 5.5 6.6 5.9 6.9 6.9 4.4
Romania 16.0 5.7 6.5 5.3 52 5.9 5.5 6.1 6.1 4.8
Slovakia 19.0 5.6 5.6 5.3 54 6.1 5.8 6.2 6.2 4.6
Slovenia 23.0 5.9 5.8 6.1 5.5 6.4 5.8 6.6 6.6 4.5
Spain 38.0 7.5 7.9 6.9 6.7 8.8 7.4 8.9 8.9 4.9
Sweden 28.0 6.1 6.1 5.5 5.7 6.7 6.6 7.1 7.1 4.4
United Kingdom 30.0 6.9 8.1 6.6 6.1 6.9 6.9 8.0 8.0 5.0
Croatia 20.0 5.6 5.4 52 53 6.1 5.9 6.2 6.2 4.4
Norway 28.0 6.0 5.7 5.9 5.8 6.2 6.2 6.7 6.7 4.7
Switzerland 21.3 5.7 5.5 5.3 5.6 6.3 5.8 6.4 6.4 4.4
Turkey 20.0 5.7 5.2 6.1 54 6.1 5.9 6.3 6.3 4.6
Canada 36.1 7.8 11.5 6.8 5.5 7.9 7.3 9.2 9.2 52
Japan 40.8 8.7 8.8 8.4 8.8 9.6 8.2 10.4 10.4 5.6
USA 38.3 7.7 7.9 8.5 7.5 7.8 6.6 9.2 9.2 4.8

However, these averages mask considerable variation within specific types of investment, either
by type of asset or by source of finance. In most countries (22 out of the EU 27, for example),
financial assets face the highest cost of capital, reflecting the fact that depreciation allowances are,
on average, more generous than the rates of economic depreciation which we have assumed (in 4
countries, the highest cost of capital is for investment in industrial buildings, reflecting relatively
ungenerous treatment of such assets in those countries).
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With the single exception of Estonia,’ all countries treat debt more favourably than equity. As
noted above, this dispersion between these two sources of finance tends to increase with the
statutory tax rates.

2.1.1.2 Development of Costs of Capital, 1998-2007

So far the analysis has considered only the costs of capital in 2007, for a variety of types of in-
vestment and 34 countries. We now turn to consider how the costs of capital developed over the
10 year period 1998 to 2007. The detailed results for each country are presented in Annex C.
There we show the cost of capital for each of the 15 investments in each of the EU 27 countries
for each year (but only since 2005 for Bulgaria and Romania).

Clearly, analysing such a large output is difficult. Here we summarise the trends over time in two
tables. Table 5 presents the development over time in the overall cost of capital, and for each as-
set and for each source of finance, all averaged across the EU 25 members for 1998 to 2007 and
separately across all 27 members since 2005. Table 6 presents the development of the overall cost
of capital for each country.

Table 5

Cost of capital, average EU25, 1998-2007, EU27, 2005-2007
by asset, source of finance and overall

only corporation taxes

Corporate | Overall
tax rate mean

B S B o
IS = 2 53 S S s % g
S = ] o T8 k= S = g Z
[~ Z A — 0 = = ST —

EU25
1998 33.2 6.5 7.7 7.6 4.3 6.5 6.0 6.0 7.3 6.6
1999 32.7 6.5 7.6 7.6 4.3 6.5 6.0 6.0 7.3 6.6
2000 31.6 6.4 7.4 7.5 4.4 6.5 5.9 5.9 7.1 6.4
2001 30.8 6.3 7.3 7.5 4.5 6.5 5.9 5.9 7.0 6.4
2002 29.8 6.4 7.4 7.4 4.5 6.5 5.9 6.0 7.0 6.4
2003 28.9 6.3 7.3 7.4 4.5 6.5 5.9 5.9 0.9 6.3
2004 27.7 6.3 7.2 7.3 4.5 6.4 5.8 5.9 0.8 6.3
2005 26.5 6.2 7.1 7.1 4.6 6.4 5.8 5.9 0.7 6.2
2006 26.3 6.1 7.0 7.0 4.6 6.4 5.7 5.8 0.7 6.2
2007 25.7 6.1 6.9 7.0 4.6 6.4 5.7 5.8 6.6 6.1

EU27
2005 25.7 6.2 7.0 7.1 4.6 6.4 5.7 5.8 6.7 6.2
2006 25.5 6.1 6.9 7.0 4.6 6.3 5.7 5.7 6.6 6.1
2007 24.8 6.1 6.8 6.9 4.6 6.3 5.6 5.7 0.5 6.1

Table 5 has a similar format to Table 4, except that the rows correspond to averages across the
EU 25 or EU 27 in each year. As in Table 4, the first column presents the statutory tax rates. This
shows clearly the substantial fall that has taken place in a decade: for the EU 25, the average
statutory rate has fallen in every year, from 33.2% in 1998 to 25.7 % in 2007. The EU 27 average
statutory rate in 2007 is even lower, at 24.8%.

¢ Estonia taxes only dividend payments. At the margin, this leaves the cost of capital unaffected by tax in the case of
investment financed by retained earnings and by debt. Only investment financed by new equity faces a cost of capital
above the post-tax required rate of return of 5%. In fact, this tax is very close to the S-base cash flow corporation tax
proposed by the Meade Committee (1978), a tax instead on dividends net of new equity issues. The S-base tax would
result in a cost of capital of 5% for all investment.
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The next column shows the overall cost of capital, averaged across the 15 different types of in-
vestment, and the EU 25 countries. This too has shown a significant fall: from 6.5% to 6.1%. To
appreciate the size of this reduction, recall that we assume that the post-tax required rate of re-
turn is 5%. The difference between the cost of capital and 5% is therefore a measure of the addi-
tional return required due to taxation: this is known as the effective marginal tax wedge.

Deducting 5% from the cost of capital indicates that the effective marginal tax wedge has fallen
from 1.5 percentage points to 1.1 percentage points. This corresponds to a 25.7% fall in the aver-
age distortion due to taxation, as measured by the average effective marginal tax wedge. By con-
trast, the statutory rate has fallen by just over 20%; so the average effective marginal tax wedge
has actually fallen by a greater proportion than the average statutory tax rate.

The reduction in statutory rates has also reduced the dispersion in costs of capital across invest-
ment financed by debt and equity. That is, the average cost of capital for equity-financed invest-
ment has fallen, while that on debt has risen. This is because the value of interest deductibility -
the so-called tax shield - depends on the tax rate: a reduction in the tax rate reduces this benefit.

Offsetting changes to tax depreciation rates can be inferred from the pattern of costs of capital
by asset over time. Financial assets do not depreciate, and so the cost of capital does not depend
on a measure of depreciation. The reduction in the average cost of capital for financial assets -
from 7.3% to 6.6% - therefore reflects mainly the reduction in statutory rates. The same is true of
investment in inventories, since the valuation of these has not changed in any of the countries
over the period considered.

By contrast, the average cost of capital for machinery has only fallen from 6.0% to 5.8%, and that
on industrial buildings has only fallen from 6.5% to 6.4%. This reflects a broadening of the tax
base for investment in these depreciable assets. Investment in intangibles has done a little better,
with a reduction in the average cost of capital from 6.0% to 5.7%.

Table 6 turns to the position for countries, averaged across different forms of investment. The
averages in the last row, for 2007, correspond to those in the second column of Table 4. The
other rows trace out the development of these country averages over the last decade, since 1998.
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Table 6

cost of capital 1998-2007 by country
overall mean

only corporation taxes

9 :

e 4 % ki
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1998 | 6.3 6.5 6.6 6.5 6.4 5.8 6.4 7.9 8.1 6.3 6.1 5.4 5.5 6.1 5.4 6.4 6.8 6.9 6.7 6.7 7.2 5.6 7.7 6.1 6.9
1999 | 6.3 6.5 6.6 6.2 6.3 58 64 7.8 7.7 6.3 6.2 54 55 6.1 54 64 6.8 69 6.6 6.7 7.2 5.6 7.7 6.1 6.8
2000 | 6.3 6.5 6.6 6.0 6.3 52 6.5 7.7 7.7 6.3 6.2 54 53 6.1 5.3 64 6.8 6.9 6.3 6.6 6.1 5.6 7.7 6.1 6.8
2001 6.7 6.4 6.5 6.0 6.2 5.2 6.5 7.7 71 6.3 6.2 5.4 5.4 6.1 5.3 6.4 6.8 6.9 6.2 6.6 6.1 5.6 7.7 6.1 6.8
2002 | 6.7 6.5 6.6 6.0 6.2 5.2 6.5 7.6 71 6.3 6.2 5.6 6.6 5.9 5.3 6.1 6.8 6.8 6.2 6.4 5.9 5.6 7.7 6.1 6.9
2003 | 6.7 6.2 5.8 6.0 6.2 5.2 6.5 7.6 7.2 6.3 6.2 5.7 6.5 5.8 5.3 6.1 6.8 6.8 6.1 6.4 5.8 5.7 7.7 6.1 6.9
2004 | 6.7 6.2 5.8 6.0 6.2 5.2 6.5 7.6 7.1 6.3 6.1 5.7 6.4 5.7 5.3 6.1 6.8 6.8 5.7 6.1 5.6 5.7 7.7 6.1 6.9
2005 | 6.1 6.2 54 55 5.9 6.1 5.2 6.3 7.6 71 6.1 5.8 5.7 6.4 5.7 5.3 6.1 6.8 6.6 5.7 6.1 56 5.6 5.9 7.7 6.1 7.0
2006 | 6.1 5.1 54 5.5 5.8 6.1 5.2 6.3 7.6 7.0 6.0 5.8 5.8 6.4 5.7 5.4 6.0 6.8 6.5 5.7 6.1 56 5.6 5.9 7.7 6.1 6.9
2007 | 6.1 50 53 55 58 6.0 52 6.3 7.7 7.0 5.8 5.9 5.8 64 5.7 54 60 68 62 58 60 57 56 5.9 7.5 6.1 6.9
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Cleatrly, the dominant trend has been a reduction. Comparing 1998 and 2007, 18 of the 25 coun-
tries considered have reduced their costs of capital. In 4 countries the cost of capital in these two
years is the same. And in only 3 countries, Ireland, Italy and Slovenia, has there been an increase.

There is no obvious change in the dispersion, however. The range in 1998 was from 5.4% (in Ire-
land) to 8.1% (in Germany). In 2007, the range was from 5.0% (in Belgium) to 7.5% (in Spain).
But, as indicated in the fact that the extreme countries have changed identity over the period,
there has been some change in the ranking across counttries.

2.1.2 Tax-Paying Shareholders

In principle, if a company acts in the interests of its shareholders, it should take account of their
personal tax liabilities - if a different choice of source of finance, for example, results in a higher
post-tax income of the shareholders, then this is advantageous. This situation is more likely to be
relevant where there is only limited cross border portfolio investment, which implies that share-
holders are likely to be domestic residents, and hence to face the domestic personal tax system.
Of course, even then there may be considerable variation in the tax position of different share-
holders, which may make it impossible for a company to maximise the post-tax earnings of all
shareholders. Nevertheless, we now examine the position under the assumption that the com-
pany's shareholders face the highest personal income tax rate.

We assume here that the shareholders are domestic residents and that they are qualified share-
holders; qualified shareholders are those with a - according to domestic tax law - substantial par-
ticipation in the company. Annex A provides details of the tax position in each country of top-
rated shareholders, both qualified and non-qualified. Detailed results for each country, including
for other taxpayers, are shown in Annex C.

Three personal taxes on income are introduced in this section: on interest received, on dividend
income and on capital gains. In addition, we allow for personal net wealth taxes on lending and
the ownership of shares. The expected impact of these taxes is well known, and set out in Euro-
pean Commission (2001), amongst other places. We therefore only describe their theoretical im-
pact very briefly, before proceeding to describe the empirical effects.

In finding the value of an investment in equity, it is assumed that the alternative opportunity
open to each individual is to lend an equivalent sum. The post-tax rate of return which the indi-
vidual requires from the equity investment is determined by the post-tax rate of return on this
alternative lending. Clearly, the higher the tax rate on personal interest income, the lower is that
post-tax rate of return. Other things being equal, this implies a lower cost of capital.

Typically, the EMTR is commonly measured as the percentage difference between the cost of
capital and the post-tax rate of return on lending. Since both are likely to be lower as a result of
the tax on interest income, the impact of this tax on the EMTR could be positive or negative. For
this reason, and unlike in Tables 1 to 3 above, Table 7 presents both the cost of capital and the
EMTR.

Personal taxes on dividends reduce the post-tax rate of return to investment financed by new eq-
uity, since the return, paid as a dividend, is taxed. As a result, the cost of capital and the EMTR
for investment financed by new equity are higher the higher is the tax rate on dividends. How-
ever, such taxes do not generally affect the cost of capital for investment financed by retained
earnings. This is because they affect the net cost of the investment in exactly the same way as the
net return to the investment.

Capital gains tax payable on the realised increase in share values may affect the cost of capital in
two ways. The first is to affect the shareholder’s discount rate: since increases in the value of the
company are taxed, the shareholder requires a higher pre-tax rate of return, or cost of capital. A
second, less obvious, effect tends to offset this to some extent. An issue of new equity reduces
the base for capital gains taxation. If the subsequent return is paid as dividend, then there will be
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an unchanged value of the shares; overall, then the capital gains tax liability is reduced, an effect
which tends to reduce the cost of capital for investment financed by new equity.

Personal wealth taxes tend to be levied on both equity and debt. As such they affect both the in-
vestment in question, and the alternative. They therefore generally net out for the calculation of
the cost of capital. However, as they reduce the post-tax rate of return to investment financed
both by debt and by equity capital, they tend to increase the EMTR.

In sum, introducing personal taxes may either increase or decrease the cost of capital, and may
either increase or decrease the EMTR.

Table 7 summarises the cost of capital and EMTR for each of the 15 investments analysed, taking
into account the personal taxes of top-rate qualified shareholders. Like Table 1, it is based on an
average across each of the 27 EU member states in 2007.

Table 7

Cost of capital and EMTR (%), 2007
average across all 27 EU Member States,
top personal tax rate, qualified shareholders

Cost of capital Industrial Intangibles Machinery Financial Inventories Mean

(upper line) buildings assets

EMTR

(lower line)

%)

Retained earnings 5.8 5.2 5.3 6.0 5.5 5.6
41.7 34.5 36.0 43.3 38.2 38.9

New equity 6.7 6.0 6.1 0.8 0.3 6.4
48.9 43.4 44.5 50.2 46.2 46.8

Debt 5.0 43 4.4 5.1 4.6 4.7
31.3 211 233 329 26.5 27.3

Mean 5.6 5.0 5.1 5.8 5.3 5.3
39.3 315 33.1 40.9 35.6 36.3

The average costs of capital in Table 7 are considerably lower than those in Table 1. The most
important reason for this is the inclusion of the personal tax on interest income. This reduces the
required post-tax rate of return from equity-investment, and hence also reduces the required pre-
tax rate of return.

With personal taxes, investment financed by new equity generally has a higher cost of capital than
investment financed by retained earnings. This reflects the role of the dividend tax outlined
above. This effect is not present in Table 1 since there we allow only for corporate level taxes.
The taxation of interest also affects the difference in the treatment of debt and equity. The very
wide gap between the costs of capital between debt and equity is much reduced when full ac-
count is taken of personal taxes. We explore this further below, in the context of Table 8. How-
ever, the ranking of costs of capital across the five assets is the same as in Table 1.

However, the average EMTRs in Table 7 are considerably higher than EMTRs for the corporate
level. The average EMTR from Table 1 is 22% (based on a cost of capital of 6.1% and a post-tax
rate of return of 5%). The comparable figure in Table 7 is 36.3%. This reflects the fact that these
measures are based on a comparison to the post-tax real rate of return on lending, rather than to
the real interest rate. Since this is also lower, the EMTRs are higher.
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Table 8

Cost of capital (%) by country, 2007,

by asset, source of finance and overall,

top personal tax rate, qualified shareholders

Overall
EMTR mean

3 2 -§

2 e g c .§ o

: £ & f il % 3 %

& & = i e ~ Z A
Austria 41.9 5.6 5.6 5.7 5.4 6.0 5.3 6.0 7.0 4.6
Belgiurn 9.5 4.4 5.5 2.6 4.0 5.4 4.4 4.1 7.1 4.0
Bulgaria 17.0 6.0 6.1 6.0 5.8 6.3 6.0 6.8 6.1 4.8
Cyprus 16.4 5.1 5.1 5.0 5.1 5.4 5.1 5.0 6.3 5.0
Czech Republic 22.4 5.1 4.9 4.9 4.7 5.7 5.4 52 6.6 4.4
Denmark 77.6 4.0 4.5 3.1 3.8 4.3 4.3 3.5 4.4 4.7
Estonia 13.2 5.8 5.8 5.8 5.8 5.8 5.8 6.0 7.0 5.0
Finland 46.2 5.7 5.7 5.6 5.3 5.9 5.9 6.1 6.2 4.8
France 74.4 5.3 6.6 3.6 7.4 4.7 4.2 5.0 6.3 5.6
Germany 63.1 4.6 4.8 4.1 4.2 5.5 4.3 4.4 5.0 4.8
Greece 44.8 4.0 3.5 4.4 3.6 4.6 3.9 3.9 3.0 4.4
Hungary 37.4 5.8 7.0 5.1 5.2 6.0 5.6 6.1 7.1 4.8
Ireland 36.6 5.7 5.7 5.5 5.4 6.4 5.4 55 9.3 4.9
Italy 35.2 6.4 6.5 5.3 6.3 7.2 6.7 7.5 8.4 4.1
Lativa 124 5.7 6.7 5.2 5.2 5.8 5.6 6.1 6.1 4.9
Lithuania 16.1 6.0 5.9 5.4 5.7 6.6 6.2 6.7 7.4 4.4
Luxembourg 31.2 6.3 6.8 5.7 5.3 7.1 6.3 7.3 8.2 4.1
Malta 54.7 5.7 5.3 5.8 4.8 6.2 6.2 6.6 4.5 4.5
Netherlands 38.8 6.3 6.5 6.3 6.0 6.6 5.9 6.9 8.1 4.7
Poland 32.2 5.4 5.6 5.0 5.6 5.7 5.2 5.7 6.4 4.7
Portugal 28.7 5.1 4.9 5.3 4.6 5.6 4.9 5.1 7.0 4.5
Romania 27.8 5.4 6.2 5.0 5.0 5.6 5.2 5.6 6.2 4.8
Slovakia 28.2 5.1 5.1 4.8 4.9 5.5 5.3 5.6 4.6 4.6
Slovenia 24.4 5.2 5.1 5.4 4.9 5.7 5.1 5.3 7.2 4.6
Spain 69.9 4.3 4.5 4.0 4.0 5.2 3.8 3.7 4.1 53
Sweden 47.4 5.5 5.5 5.0 5.1 6.0 6.0 5.9 7.1 4.5
United Kingdom 55.6 5.0 6.2 4.6 4.3 4.9 4.9 4.7 6.1 5.1
Croatia 10.1 5.6 5.4 5.2 5.3 6.1 5.9 6.2 6.2 4.4
Norway 62.7 5.3 5.0 5.2 5.2 5.5 5.5 5.4 6.4 4.8
Switzerland 60.9 3.9 3.7 3.7 3.9 4.4 3.8 3.0 6.6 4.5
Turkey 22.3 5.1 4.6 5.4 4.8 5.4 5.2 5.1 6.7 4.7
Canada 68.1 5.6 9.1 4.6 3.8 5.4 4.8 5.5 6.2 5.4
Japan 58.6 8.7 8.7 8.4 8.8 9.5 8.2 9.5 15.4 5.7
USA 62.2 5.6 5.8 6.1 5.7 5.7 4.5 5.8 6.5 4.9

Note. Each asset column represents an average across all three types of finance, with weights of 55% retained earn-
ings, 10% new equity and 35% debt. Each finance column represents an unweighted average across all 5 assets. The
overall average is an average across all 15 types of investment, with the same weights.

Table 8 presents results for each country for 2007, in a way comparable to Table 4. The first col-
umn shows the overall average EMTR across all 15 types of investment. The second column pre-
sents the overall average cost of capital. The next 5 columns present the cost of capital for in-
vestment in each asset, averaged over the three types of finance. The last three columns show the
cost of capital for each source of finance, averaged across the 5 assets.
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There are some striking differences in the ranking of countries in Table 8 compared to Table 4.
Take Denmark, for example, which is in the middle, with the 15" highest cost of capital of 6.0%,
in Table 4. In Table 8, it has the lowest cost of capital of 4.0%, but the highest EMTR, of 77.6%.
These facts are connected, and can be traced back to the effects outlined above.

Denmark taxes qualified shareholders at high personal tax rates: the tax rate on dividend income
is 43% - but more importantly the tax rate on interest income is even higher, at 59%. If the real
interest rate is 5%, and the inflation rate is 2%, and the nominal interest receipt is taxed, this
means that a Danish qualified shareholder receives an after-tax real rate of interest of less than
1%. This is therefore the post-tax rate of return which the company has to achieve on its equity-
financed investment. Not surprisingly, this generates a low cost of capital: hence the very low av-
erage cost of capital (and in particular, the low cost of capital for investment financed by retained
earnings).

But the average cost of capital for Denmark is kept higher by two factors. First, the high tax rate
on dividend income increases the cost of capital for equity-financed investment. Second, the rate
of return required for debt-financed investment is determined by the cost of paying debt; in this
case, at the margin, the shareholder contributes nothing to the cost of the investment, but also
receives nothing in return. The cost of debt is reduced by the corporation tax rate, not the per-
sonal tax rate. But in Denmark the corporation tax rate is only 25% in 2007. So the rate of relief
on interest payments is less than the reduction in the required rate of return for equity-financed
investment. Hence in Denmark (and some other countries), the cost of capital for debt-financed
investment is higher (4.7%) than the cost of capital for investment financed by retained earnings
(3.5%).

Differences across countries in personal taxes therefore affect the ranking of countries by cost of
capital and by EMTR. For example, Estonia does not tax dividend income: as a result its cost of
capital is high (7" highest in the EU 27), but its EMTR is low (3! lowest in the EU 27). The EU
12 countries still tend to dominate in terms of having the lowest values of the EMTR, and the
large developed countries still tend to have the highest EMTRs, but the distribution is different
from that in Table 4, with some countries moving substantially in the ranking.

2.2 Effective Average Tax Rate (EATR)

The previous section presented a measure of the impact of taxation on marginal investment pro-
jects. Following Devereux and Griffith (1999, 2003) and European Commission (2001), we now
turn to consider the effective average tax rate, which is in principle the relevant rate for analysing
discrete investment choices, such as where to locate.

We again consider the hypothetical investment of the last section. However, now suppose that
there is not only a post-tax real rate of return required by the shareholder, but that there is also a
fixed pre-tax rate of return. Specifically in this section, we consider the case where the pre-tax real
rate of return is 20%, while - as above - the minimum required post-tax real rate of return (in the
absence of personal taxes) remains at 5%. This clearly generates an investment project with a
positive net present value. The EATR is a measure of the present value of taxes paid expressed as
a proportion of the net present value of the income stream (excluding the initial cost of the in-
vestment).” The properties of this measure have been set out by Devereux and Griffith (1999,
2003) and European Commission (2001). We do not therefore describe it any further here.

7 : B N .
The Devereux Griffith measure does not scale by the pre-tax net present value of the investment, partly since this
can be close to zero; using this could therefore generate extremely high measures of the effective average tax rate.
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2.2.1 Distribution of EATRs in 2007

In presenting measures of the EATR we follow the same approach as above for the cost of capi-
tal. We therefore begin in Table 9 with a summary of the average EATR in 2007 for each of the
15 investments analysed in this study, averaged across the EU 27 member states. As with the Sec-
tion 2.1.1, it incorporates only taxes on corporations. This table can be compared to Table 2 of
European Commission (2001), which presents the average EATR for the EU 15 in 1999.

Table 9

Effective average tax rate, 2007

average across all the 27 EU Member States
only corporation taxes

EATR Industrial Intangibles ~ Machinery Financial Inventories Mean
(%) buildings Assets

Retained Earnings 26.0 23.5 23.8 27.1 25.0 25.1

New Equity 26.3 23.8 24.1 27.4 25.3 25.4
Debt 18.1 15.6 15.9 19.0 17.2 17.2

Mean 23.3 20.8 21.1 24.3 22.3 22.4

Table 9 has many similarities with Table 1. For example, in the absence of personal taxes, in-
vestment financed by retained earnings is treated the same as investment financed by new equity
in all cases except Estonia. Also the EATR for debt is generally lower than the EATR for equity.
However, the relative advantage of debt is lower than in the case of marginal investments, reflect-
ing the lower value of the interest deductibility relative to the return generated.

The relative ranking of the treatment of the 5 assets is also the same as in Table 1. However, the
differences in these average EATRs across types of assets are also generally smaller. This again
reflects the fact that the size of allowances is less important in this case: since there the hypo-
thetical investment generates significant economic profits, the tax rate on profit is relatively more
important and the size of allowances relatively less important than in the case of the cost of capi-
tal.

Again, however, these averages hide considerable dispersion between countries. We explore this
first by again splitting the EU 25 into the EU 15 member states before 2004 (in Table 10a) and
the EU 12 which joined in 2004 or in 2007 (in Table 10b).

Table 10a

Effective average tax rate, 2007

average across the old 15 EU Member States
only corporation taxes

EATR Industrial ~ Intangibles  Machinery Financial ~ Inventories Mean
(%) buildings assets

Retained Earnings 30.6 27.6 28.4 32.1 29.5 29.6
New Equity 30.6 27.6 28.4 32.1 29.5 29.6
Debt 21.2 18.3 19.0 22.5 20.1 20.2
Mean 27.3 24.3 25.1 28.7 26.2 26.3
Table 10b

Effective average tax rate, 2007
average across the 12 new EU Member States
only corporation taxes

EATR Industrial ~ Intangibles ~ Machinery Financial ~ Inventories Mean
(%) buildings assets

Retained Earnings 20.3 18.4 18.1 21.0 19.5 19.5
New Equity 20.9 19.0 18.8 21.6 20.1 20.1
Debt 14.2 12.3 12.1 14.8 13.4 13.4
Mean 18.2 16.3 16.1 18.8 17.5 17.4
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As in the comparison of these two groups of countries for the cost of capital, there is also a strik-
ing difference in the EATR. The overall average for the EU 15 is 26.3%; for the EU 12 it is only
17.4%, 9 percentage points lower. Further, the lower EATR for the newer member states can be
found for all forms of investment.

Within each group of countries, the usual ranking of types of investment holds. In both sets of
countries, financial assets face the highest EATR. However, again one interesting difference is
that the most tax-favoured asset in the EU 15 is intangibles, whereas in the EU 12 it is machin-
ery. In both groups of countries, debt is favoured over equity.

To provide another comparison across member states, we divide the 27 countries by geographic
region in the same way as in Tables 3a to 3d for the costs of capital:

Table 11a

Cost of capital, 2007
average across North
only corporation taxes

EATR Industrial Intangibles ~ Machinery Financial Inventories Mean
(%) buildings assets

Retained Earnings 26.9 23.7 241 29.3 26.4 26.1
New Equity 26.9 23.7 241 29.3 26.4 26.1
Debt 18.4 15.3 15.6 20.0 17.9 17.5
Mean 23.9 20.8 21.1 26.0 23.4 23.0
Table 11b

Cost of capital, 2007

average across East
only corporation taxes

EATR Industrial ~ Intangibles ~ Machinery Financial ~ Inventories Mean
(%) buildings assets

Retained Earnings 19.7 17.3 17.3 19.7 18.5 18.5
New Equity 20.5 18.1 18.1 20.4 19.2 19.3
Debt 14.0 11.6 11.6 14.0 12.8 12.8
Mean 17.8 15.4 15.4 17.7 16.6 16.6
Table 11c

Cost of capital, 2007

average across South
only corporation taxes

EATR Industrial ~ Intangibles  Machinery Financial ~ Inventories Mean
(%) buildings assets

Retained Earnings 28.4 28.6 274 31.6 29.4 29.1

New Equity 28.4 28.6 27.4 31.6 29.4 29.1

Debt 19.0 19.1 17.9 21.9 19.9 19.6

Mean 25.1 25.3 24.1 28.2 26.1 25.7

Table 11d

Cost of capital, 2007

average across West
only corporation taxes

EATR Industrial Intangibles ~ Machinery Financial Inventories Mean
(%) buildings assets

Retained Earnings 33.3 28.5 30.9 33.3 30.5 31.3
New Equity 33.3 28.5 30.9 33.3 30.5 31.3
Debt 23.8 19.1 21.4 23.9 21.1 21.8
Mean 30.0 25.2 27.6 30.0 27.2 28.0
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As with the costs of capital, this breakdown of members states into 4 geographic regions serves
partly to highlight the differences between the EU 15 and EU 12 observed in Tables 10a and
10b. Thus, the 10 countries in the East collectively have an average EATR of only 16.6%, while
those for the North, South and West are respectively 23%, 25.7% and 28%. In the case of the
EATRs, the higher statutory tax rates in the West generate higher EATRs across all assets. As
would be expected, this is particularly extreme in the case of financial assets which do not depre-
ciate. In this case, though, the relative advantage of debt finance in the West is less pronounced,
again because the EATR is concerned with a relatively profitable investment.

To explore differences across countries in more detail, Table 12 presents a summary of the
EATR for each member state, comparable to the approach in Table 4 for the cost of capital. As
in Table 4, the left hand column shows the statutory tax rate. Column 2 shows the overall average
EATR across all 15 types of investment. The next 5 columns present the EATR for investment
in each asset, averaged over the three types of finance. And the last three columns show the
EATR for each source of finance, averaged across the 5 assets.

The differences between the older and newer member states are again apparent in this table. As
with the cost of capital, amongst the EU 27, of the 12 countries with the lowest costs of capital,
11 joined the EU in 2004 or 2007; of these countries, only Ireland was an EU member before
2004. And of the countries that joined the EU in 2004, only Malta is not in this group. At the
opposite extreme, the three of the four countries with the highest average costs of capital also
have the highest EATR: France, Germany and Spain. (The UK has the 6" highest EATR). Again,
though, Canada, USA and Japan all have EATRs which exceed any country in the EU.

As is familiar, these averages mask the usual variation within specific types of investment, either
by type of asset or by source of finance. The differences from the rankings of the cost of capital
reflect the different values placed on separate elements of the tax system in computing these dif-

ferent measures. In particular, the statutory rate is relatively more important in determining the
EATR.
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Table 12

Effective average tax rate by country, 2007
by asset, source of finance and overall
only corporation taxes

Corporate | Overall
tax rates mean

- 5 - 8 g

= B8 = = = & A S z A
Austria 25.0 23.0 230 234 223 244 220 | 260 260  17.3
Belgium 34.0 25.4 29.1 192 239 291 258 | 274 274 218
Bulgaria 10.0 8.8 9.2 8.6 7.8 9.8 8.8 100 100 6.6
Cyprus 10.0 10.6 9.5 9.3 9.7 14.6 9.8 119 119 8.1
Czech Republic 24.0 21.0 201 202 191 234 223 | 239 239 156
Denmark 25.0 22.5 243 174 219 244 244 | 255 255 168
Estonia 22.0 17.3 173 173 173 173 173 | 165 242 165
Finland 26.0 24.5 245 243 228 254 254 | 276 276 186
France 34.4 34.6 387 280 406 336 319 | 388 388 267
Germany 39.4 35.5 367 328 335 392 353 | 395 395 281
Greece 25.0 21.7 194 234 195 244 220 | 248 248 161
Hungary 21.4 19.5 244 170 174 195 189 | 219 219 149
Ireland 12,5 14.4 126 117 115 244 116 | 162 162 110
Ttaly 37.3 31.8 326 287 321 322 332 | 358 358 243
Lativa 15.0 143 186 122 120 146 139 | 161 16.1 10.9
Lithuania 18.0 15.2 15.1 13.1 144 176 158 | 174 174 111
Luxembourg 29.6 25.9 278 241 225 289 260 | 295 295 192
Malta 35.0 32.2 3.0 327 290 342 342 | 365 365 243
Netherlands 255 23.7 246 238 227 249 224 | 268 268 179
Poland 19.0 17.4 18.1 155 184 185 167 | 198 198 131
Portugal 26.5 237 229 248 216 259 233 | 269 269 177
Romania 16.0 14.8 182 133 130 156 141 168 168 112
Slovakia 19.0 16.8 167 155 158 185 176 | 19.1 19.1 12,5
Slovenia 23.0 20.7 202 215 192 225 202 | 235 235 155
Spain 38.0 34.5 354 327 324 377 340 | 385 385 270
Sweden 28.0 24.6 246 225 231 267 264 | 280 280 185
United Kingdom 30.0 29.3 335 280 263 293 293 | 329 329 225
Croatia 20.0 17.2 164 157 161 195 185 | 197 197 127
Norway 28.0 24.5 236 243 240 255 255 | 269 269 201
Switzerland 21.3 18.8 179 171 185 213 192 | 216 216 135
Turkey 20.0 18.0 158 192 167 195 185 | 204 204 134
Canada 36.1 36.0 477 327 288 362 344 | 404 404 277
Japan 40.8 41.7 417 406 417 441 401 | 466 466 324
USA 38.3 36.9 37.6 395 364 374 336 | 416 416 282

2.2.2 Development of EATRs, 1998-2007

As with the costs of capital, we now turn to examine the development of the EATRs over time,
for the 10 year period 1998 to 2007 for the EU 25 and between 2005 and 2007 for the EU 27.
Again we consider two tables: Table 13 presents the development over time in the overall EATR,
and the average for each asset and source of finance, all averaged across the EU 25 or EU 27
members. Table 14 presents the development of the overall cost of capital for each country.
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The first two columns of Table 13 present the average statutory rate and the average EATR for
each year (where the EATR is an average across the 15 investments within each country, and also
across the 25 or 27 countries, respectively). On average, the EATR in the EU 25 has remained
slightly below the statutory rate. While the statutory rate has fallen from 33.2% to 25.7% over
this period, the average EATR has fallen from 29.0% to 23.2%. This is a slightly smaller drop in
terms of percentage points, reflecting again some broadening of the tax base.

Table 13

EATR, average EU27, 1998-2007

by asset, source of finance and overall
only corporation taxes

Corporate | Overall
tax rate mean
k= — 8

£ & 3 |22 § 3 §§ ¢

§g 3 2 | 2F £ s f2 &

[~ Z a — 2 R= = ST —
EU25
1998 33.2 29.0 29.2 27.5 27.3 31.5 29.4 32.8 32.7 21.9
1999 32.7 28.7 28.9 27.2 27.1 31.2 29.1 32,5 325 21.7
2000 31.6 27.7 28.1 26.1 26.2 30.0 28.0 31.2 31.5 21.2
2001 30.8 27.3 27.8 25.8 26.0 29.4 27.5 30.6 31.2 21.0
2002 29.8 26.7 27.1 25.2 25.4 29.2 26.8 30.1 30.4 20.3
2003 28.9 26.0 26.5 24.5 24.6 28.3 26.0 29.3 29.5 19.8
2004 27.7 25.0 25.6 23.5 23.8 27.2 25.1 28.2 28.5 19.1
2005 26.5 24.0 24.8 22.5 22.7 26.2 24.1 27.1 27.4 18.4
2006 26.3 23.7 24.4 22.1 22.4 25.8 23.7 26.6 26.9 182
2007 25.7 23.2 24.0 21.6 21.9 25.3 23.2 26.0 26.3 17.8
EU27
2005 25.7 23.3 24.1 21.8 22.0 25.4 23.3 26.2 26.5 17.8
2006 25.5 23.0 23.8 214 216 25.0 230 258 26.1 17.6
2007 24.8 22.4 233 20.8 21.1 243 223 25.1 25.4 17.2

There is much lower dispersion in the EATRs than in the cost of capital across types of invest-
ment. But, as with the costs of capital, there has been some reduction in this dispersion. In this
case, the EATR on debt has fallen along with the EATR on retained earnings and new equity; but
the reduction in the EATR on debt has been less pronounced.

The broadening of the tax base can also be seen in the dispersion of EATRs across assets, al-
though again this is not as pronounced as for the costs of capital. Nevertheless, the average
EATR on financial assets has fallen largely in line with the statutory rate, from 32.7% to 26.3%.
By contrast the fall in the EATRs for other assets is generally smaller.

Table 14 turns to averages for each country, across different forms of investment. Again, the
dominant trend has been a reduction. In fact, this is even more true of the EATRs than the costs
of capital. Comparing 1998 and 2007, 21 of the 25 countries reduced their EATRs. Three raised
their EATRs (Hungary, Ireland and Sweden) and one (Malta) did not change them.

Another way of noting this change is to consider a single country, such as the UK, which has not
changed its EATR very much over this period. In 1998, the UK had an EATR of 29.7%, which
put in the middle of this group of countries, at 14" highest out of 25. In 2007, this had fallen only
to 29.3%, leaving it with the 6™ highest out of this group of countries. In many ways, this identi-
ties the pressures of tax competition: a country which maintains a consistent tax system is likely
to be overtaken by others.
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Table 14
EATR 1998-2007 by country

overall mean

only corporation taxes

o o < g & g 3 RS = R w4
—= e 2 < ) = = 3

2 2z 585 &2 & £ £ & § 2 22 8 %3 B S5 %2 2 2§ & £ & 2 5
1998 29.7 345 275 264 300 224 259 398 412 304 19.0 9.4 320 227 230 326 322 323 324 334 36.7 209 36.5 238 29.7
1999 297 34.5 275 254 283 224 261 384 404 304 193 94 320 227 230 326 322 323 306 334 36.7 209 36.5 238 289
2000 297 34.5 275 23.6 283 204 272 36.6 404 304 19.7 94 31.3 227 191 326 322 323 271 315 25.8 209 36.5 238 287
2001 31.2 344 265 236 268 204 272 358 358 304 19.7 94 30.7 227 191 326 322 323 253 315 25.8 209 36.5 231 287
2002 31.0 345 269 236 268 204 272 349 358 304 19.7 123 343 202 127 265 322 319 253 295 223 209 36.5 231 293
2003 31.0 295 148 23.6 268 204 272 350 370 304 19.7 143 326 17.7 127 26.5 322 319 242 294 219 215 36,5 231 293
2004 31.2 295 148 246 268 204 272 350 358 304 17.8 143 31.8 143 127 26.5 322 319 171 246 16.5 215 365 231 293
2005 230 295 132 106 227 251 188 245 348 358 278 16.6 143 31.8 143 127 26.5 322 291 171 246 147 168 221 365 246 293
2006 23.0 257 132 106 21.0 251 181 245 344 355 252 163 144 318 143 160 259 322 274 171 246 147 168 221 365 246 292
2007 23.0 254 8.8 10.6 21.0 225 173 245 346 355 21.7 195 144 318 143 152 259 322 237 174 237 148 16.8 20.7 345 246 293
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3 EFFECTIVE TAX RATES ON CROSS-BORDER INVESTMENT WITHIN THE EU

This section of the report considers investment undertaken in one member state (the host coun-
try) by a subsidiary of a parent company resident in a different member state (the home country).
As well as taking account of the domestic tax system, it therefore also incorporates taxes charged
on the payment of dividends and interest between the subsidiary and the parent, and any further
taxes levied by the country of residence of the parent company. The details of the tax regimes
modelled are given in Annex A.

For each year from 1998 to 2007, we have calculated cross border effective tax rates between
each pair of countries amongst the EU 25; and from 2005 to 2007 we have extended this to the
EU 27. That is, for each pair of countries, we have computed the effective tax rates when each of
the countries is the host country and the other is the home country. Additionally, for 2007, we
have extended the analysis to include all 34 countries analysed in the previous section.

We consider only taxes on corporations. Given that it is assumed here that cross border flows of
capital are possible, it seems reasonable also to suppose that parent companies can be financed
on the international market.

Although the cross-border nature of the investment complicates the impact of taxation, the basic
investment is the same as in the domestic case in Section 2. That is, the position of the subsidiary
is essentially the same as the independent firm analysed in Section 2. It may invest in one of 5
assets, and is financed in one of three ways: retained earnings, new equity and debt. However, it is
assumed that the subsidiary is wholly owned by the parent. In particular, the subsidiary receives
injections of finance only from the parent; it does not borrow or issue equity from other sources.
In turn, the parent company also raises finance from external sources, or from its own retained
earnings. Combined, there are therefore 9 (ie. 3 x 3) possible ways in which the ultimate purchase
of the asset can be financed. Combining these with the 5 assets yields 45 different forms of in-
vestment for each subsidiary.

For each year, we consider a subsidiary located in each of the 25 (or 27) EU member states, fi-
nanced by a parent in another member state. This yields 600 (or 702) combinations of subsidiar-
ies and parents. Multiplying by the number of investments in each case implies that we can ana-
lyse 27,000 (or 31,590) different cross-border investments within the EU only. For each of these
we calculate the cost of the capital and the EATR. For 2007, we consider 34 countries, which
implies that there are 50,490 forms of cross-border investment. In fact, for all the years together,
1998-2007, we therefore calculate the cost of capital and EATR for a little over 300,000 forms of
investment.

Clearly not all of these results can be presented. Annex D summarises them for each country.
Specifically, for each Table in Annex D, we present either the cost of capital, or the EATR, for
either inbound investment into that country from all others, or the outbound investment from
that country to all others. This represents 4 tables for each year for each country. In each table we
present results for each combination of sources of finance, averaging across the five asset catego-
ries. Each subsection of the table represents the financing of the parent company; within each
subsection we show the results for the three ways of financing the subsidiary.

There is a difference in effective tax levels between domestic and cross-border investments in the
EU, in spite of all Community action to avoid double taxation (e.g. Parent-Subsidiary and Interest
and Royalties directives). The difference is caused by the fact that in case of cross-border invest-
ments two tax systems apply: the investor is taxable in the country of investment (ie. the affilia-
tion’s location) and in the country of residence (ie. the parent company’s location). In order to
explain the differences one has to differ between the type of investment finance and the method
to avoid double taxation applicable in the country of residence. This is discussed in more detail
below. However, there are two broad reasons for these differences.
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First, significant differences between the tax burden on investments in the same country under-
taken by a domestic and a foreign investor are caused by implicit profit shifting via company fi-
nance. A domestic investor only can deduct interest for external credit at the investment location
and is able to save taxes determined by the local tax rate. A foreign investor can deduct interest
for both internal and external debt. In case of internal debt, a direct profit shift between invest-
ment affiliate and parent company is possible. Furthermore, external debt of the parent company,
which is used to finance an affiliate by means of equity, saves taxes at the parent location. The
foreign investor has an advantage if the parent company’s tax rate is higher than the host coun-
try’s tax rate. Second, a credit system in case of repatriated foreign dividends effects an additional
tax burden, if the parent company’s tax rate is higher than the host country’s tax rate. Subse-
quently, a domestic investor is unaffected by an additional repatriation tax.

In this section, we summarise the main results which arise from the large amount of data pre-
sented in Annex D.

3.1 Cost of Capital
3.1.1 Detailed Analysis for 2007

We begin, in Tables 15, 16 and 17, by presenting the cost of capital for each possible cross bor-
der investment in 2007. Each element of the tables represents an average across the five different
assets and the three sources of finance of the parent company, using the weights as in the base
case of the domestic case. The three tables present the three different ways in which the subsidi-
ary can be financed: Table 15 shows the case of retained earnings, Table 16 shows new equity
and Table 17 shows debt. The rows of each table indicate the home country; the columns indi-
cate the host country. These tables are comparable to Tables 17, 18 and 19 of European Com-
mission (2001).

There are two main aims in presenting such detailed tables. The first is to give some indication of
the dispersion of the costs of capital: first across possible (host) locations of the investment for a
given (home) residence country of the parent; and second, across possible (home) residence
countries of the parent, for an investment in a given (host) location. Second, by comparing the
different tables, it is possible to identify differences in taxation which arise solely because of the
way in which the subsidiary is financed.

Each table shows the average over the same set of investments, financed from the same ultimate
source; the only difference is the financing arrangement between the parent and subsidiary.
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Table 15 Cost of capital when the subsidiary is financed by retained earnings, 2007

only corporation taxes, weighted average of parent finance

2 e 5
g | g B o] g g = s . g 2
|2 3 7 & 8 5 8 £ £ 8 8 5 ¢ F 8 £ 4335 5 8 8 5 & 2o & 58 5 3 5 & 3|3
|l €« @ A O O A W E m O O T & & 4 4 48 2 Z & &8 & Bv » v »n 02 O Z & B O & D=

from
Austria 46 49 51 58 60 42 64 80 73 58 58 55 67 54 52 62 72 62 56 61 54 55 58 79 62 71 54 58 57 55 82 93 81|62
Belgium 49 40 40 47 49 33 51 68 59 47 48 44 55 45 44 51 58 48 45 49 44 45 47 64 50 58 43 44 47 42 67 76 65|50
Bulgaria 6.6 52 56 62 65 47 69 86 79 63 62 59 73 59 56 67 78 67 61 66 58 59 63 85 67 76 59 61 61 60 87 100 86 |67
Cyprus 6.6 52 53 62 64 47 68 85 79 62 62 59 72 58 56 67 77 67 60 65 58 59 63 85 67 76 58 63 61 60 87 99 87|67
Czech Republic 69 56 56 58 68 50 72 90 83 66 65 62 77 61 59 71 82 71 64 69 61 62 66 89 71 80 62 67 64 63 92 104 92|70
Denmark 61 46 49 51 58 42 64 80 73 58 58 55 67 54 52 62 72 62 56 61 54 55 58 79 62 71 54 58 57 55 82 93 82|62
Estonia 72 59 58 61 68 7.1 75 93 86 69 68 64 80 64 62 73 85 73 66 72 64 64 69 93 73 83 64 69 67 66 95 108 95|74
Finland 61 46 49 51 57 60 42 80 72 58 57 54 67 54 52 62 72 62 56 61 54 54 58 78 62 71 53 58 56 54 81 92 81|61
France 58 42 46 49 54 57 39 60 69 55 55 52 63 51 49 59 68 59 53 58 51 52 55 74 59 68 50 55 54 51 78 89 7758
Germany 59 43 47 49 55 57 40 61 7.7 55 55 52 64 52 49 59 69 60 54 58 52 52 56 75 59 68 51 55 54 51 78 89 78|59
Greece 61 46 48 50 57 60 42 64 80 73 57 54 67 53 51 62 72 62 55 61 53 54 58 79 62 71 54 58 56 55 79 91 78|61
Hungary 63 48 50 53 59 62 44 66 82 75 60 56 69 56 54 64 74 64 58 63 56 56 60 81 64 73 55 60 58 57 84 95 83|64
Ireland 65 50 51 53 61 63 45 67 84 77 61 60 71 57 55 65 76 66 59 64 57 57 61 83 66 75 57 61 60 58 86 97 85|65
Ttaly 59 43 47 49 55 57 40 61 77 70 55 55 53 52 50 59 69 60 54 58 52 52 56 75 60 68 51 55 54 52 77 89 78|59
Latvia 65 50 52 54 61 63 45 67 84 77 61 61 58 7.1 55 65 7.6 66 59 64 57 58 62 83 66 75 57 61 60 58 86 96 85|65
Lithuania 64 49 51 53 60 62 44 66 83 76 60 60 57 70 56 64 75 65 58 63 56 57 61 82 65 74 56 60 59 57 84 95 84|64
Luxembourg 60 45 48 50 56 58 41 62 78 71 56 56 53 65 53 51 70 61 55 59 53 53 57 77 61 69 53 56 55 53 80 91 79|60
Malta 56 42 43 45 52 55 37 59 76 69 53 52 49 63 48 46 58 57 50 56 48 49 53 74 57 67 49 53 51 50 7.6 86 72|56
Netherlands 69 56 56 58 66 68 50 72 90 83 66 65 62 77 61 59 71 82 64 69 61 62 66 89 71 80 62 67 64 63 92 104 92|70
Poland 63 49 51 53 60 62 44 66 82 75 60 59 56 69 56 54 64 74 64 63 56 56 60 81 64 73 56 60 58 57 83 95 84|64
Portugal 61 46 47 51 57 59 42 63 80 72 57 57 54 66 54 52 61 72 62 56 54 54 58 78 62 71 53 58 56 55 80 90 81|61
Romania 64 50 51 54 60 63 45 67 84 77 61 60 57 70 57 55 65 76 65 59 64 57 61 83 65 74 57 60 59 58 85 97 85|65
Slovakia 69 56 56 58 66 68 50 72 90 83 66 65 62 77 61 59 71 82 71 64 69 6.1 6.6 89 71 80 62 67 64 63 92 104 92|70
Slovenia 69 55 56 58 66 68 50 72 90 83 66 65 62 77 61 59 71 82 71 64 69 61 62 89 71 80 62 66 64 63 92 104 92|70
Spain 59 43 47 49 55 57 40 61 77 70 55 55 52 64 52 50 59 69 60 54 58 52 52 56 59 68 52 55 54 53 77 89 7759
Sweden 61 46 48 51 57 59 41 63 79 72 57 57 54 66 54 51 61 71 62 55 60 53 54 58 78 70 53 57 56 54 81 92 81|61
UK 59 45 45 48 55 58 40 62 78 71 56 55 51 65 51 49 60 70 60 53 59 51 52 56 77 60 51 56 54 53 80 90 80|59
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Croatia 63 48 50 53 59 62 44 65 82 73 60 59 56 68 55 53 62 74 64 57 61 55 56 60 79 63 73 57 58 57 84 94 80|63
Norway 56 42 44 47 53 56 39 59 75 67 54 54 50 62 50 49 57 66 57 51 56 49 50 54 73 57 66 48 52 49 7.6 87 72|57
Switzerland 62 48 50 52 59 61 43 65 82 74 59 59 56 68 55 53 63 74 64 57 62 55 56 60 80 63 72 55 59 56 83 94 83| 6.3
Turkey 61 48 50 53 58 62 44 64 81 73 60 59 56 68 55 53 63 74 64 57 61 55 56 59 80 63 73 55 56 55 81 95 82|63
Canada 57 42 45 48 53 56 39 59 75 68 54 54 52 60 50 49 58 68 58 51 56 50 51 54 71 58 67 50 53 53 51 88 7.7 |57
Japan 53 37 39 42 49 51 33 55 73 64 49 49 45 59 45 43 54 65 54 47 52 45 45 49 70 54 63 45 48 48 47 75 75| 52
USA 55 41 41 44 51 54 36 58 74 68 52 51 48 61 47 45 56 67 56 49 55 47 48 52 71 56 65 47 50 50 49 76 88 5.5

Mean (EU 27) 63 48 50 52 59 61 43 65 82 75 59 59 56 69 55 53 64 74 63 57 62 55 55 59 81 64 73 55 59 58 56 83 94 83
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Table 16 Cost of capital when the subsidiary is financed by new equity, 2007
only corporation taxes, weighted average of parent finance
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Austria 46 49 51 58 60 62 64 80 73 58 58 55 67 54 52 62 72 62 56 61 54 55 58 79 62 71 54 58 57 70 87 10.6 87| 6.1
Belgium 5.1 41 42 48 51 54 53 70 61 49 49 45 57 46 45 52 60 60 46 51 46 46 48 66 52 59 49 46 48 59 75 91 73|52
Bulgaria 6.7 52 56 63 65 67 69 86 79 63 63 59 73 59 57 68 78 68 61 66 59 59 64 86 68 77 63 78 66 7.0 100 11.3 13.5| 6.7
Cyprus 6.6 52 53 62 64 66 68 85 79 62 62 59 72 58 56 67 77 67 60 65 58 59 63 85 67 76 68 63 61 7.5 106 128 9.3 | 6.6
Czech Republic 69 56 56 58 68 70 72 90 83 66 65 62 77 61 59 71 82 71 64 69 61 62 066 89 71 80 66 67 64 73 97 11.7 98| 69
Denmark 61 46 49 51 58 62 64 80 73 58 58 55 67 54 52 62 72 62 56 61 54 55 58 79 62 71 58 58 57 70 87 106 82| 6.1
Estonia 72 59 58 61 68 7.1 75 93 86 69 68 64 80 64 62 73 85 73 66 72 64 64 69 93 73 83 69 69 67 7.6 101 13.8 10.1| 7.2
Finland 61 46 49 51 57 60 62 80 72 58 57 54 67 54 52 62 72 62 56 61 54 54 58 78 62 71 58 58 56 7.0 87 105 81| 6.0
France 60 44 48 50 56 58 60 6.2 71 56 56 53 65 53 51 60 70 61 55 59 53 53 57 77 60 69 57 56 55 68 85 9.7 85]|58
Germany 60 45 48 51 57 59 61 63 79 57 57 54 66 53 51 61 71 61 55 60 53 54 57 78 61 7.0 57 57 56 69 86 105 8.1 |59
Greece 61 46 63 65 59 60 65 64 80 73 62 64 67 64 59 62 72 62 62 61 63 61 61 79 62 71 59 58 61 7.0 11.5 121 12.6]| 6.4
Hungary 63 48 50 53 59 62 63 66 82 75 6.0 56 69 56 54 64 74 064 58 63 56 56 60 81 64 73 60 60 58 066 89 10.8 89 | 6.3
Ireland 65 50 66 68 62 63 68 67 84 77 61 65 71 67 62 65 76 66 66 64 66 64 64 83 66 75 63 61 64 73 91 11.0 91| 6.7
Ttaly 61 45 48 51 57 59 61 63 79 72 57 57 54 54 51 61 71 62 55 60 53 54 58 78 61 70 62 57 56 69 99 105 86 | 6.0
Latvia 65 50 52 54 61 63 65 67 84 77 61 61 58 7.1 55 65 76 66 59 64 57 58 62 83 66 75 61 61 60 68 91 126 9.1 | 64
Lithuania 64 49 51 53 60 62 64 66 83 76 60 60 57 70 56 64 75 65 58 63 56 57 61 82 65 74 61 60 59 67 90 125 9.0 |63
Luxembourg 60 45 48 50 56 58 60 62 78 71 56 56 53 65 53 51 70 61 55 59 53 53 57 77 61 69 53 56 55 63 85 98 85|59
Malta 71 44 72 74 68 69 74 72 77 69 67 71 T4 64 74 69 66 71 72 68 73 7.0 70 74 69 74 69 63 70 70 95 11.6 12.0| 7.0
Netherlands 69 56 56 58 66 68 70 72 90 83 66 65 62 77 61 59 71 82 64 69 61 62 66 89 71 80 71 67 64 79 97 11.0 92|69
Poland 63 49 51 53 60 62 64 66 82 75 60 59 56 69 56 54 64 74 64 63 56 56 60 81 064 73 60 60 58 6.7 102 109 9.0 | 6.3
Portugal 61 46 64 51 57 59 61 63 80 72 57 57 54 66 54 52 61 72 62 56 54 54 58 78 62 71 61 58 62 62 93 120 87| 6.1
Romania 64 50 51 54 60 63 65 67 84 77 61 60 57 70 57 55 65 76 65 59 064 57 61 83 65 74 61 70 69 73 91 11.0 9.7 | 64
Slovakia 69 56 56 58 66 68 70 72 90 83 66 65 62 77 61 59 71 82 71 64 69 6.1 66 89 71 80 66 67 64 68 97 11.7 98|69
Slovenia 71 57 57 59 67 69 71 73 91 84 67 66 63 78 62 60 72 83 72 65 70 62 63 91 72 81 63 68 65 74 99 136 99|70
Spain 59 43 47 49 55 57 59 61 77 70 55 55 52 64 52 50 59 69 60 54 58 52 52 56 59 68 52 55 54 57 96 102 9.0 |57
Sweden 61 46 48 51 57 59 61 63 79 72 57 57 54 66 54 51 61 71 62 55 60 53 54 58 7.8 7.0 58 57 56 69 86 99 81]060
UK 66 45 67 69 63 64 69 67 78 71 62 66 69 65 69 64 61 70 066 67 63 68 065 65 77 064 64 59 65 68 85 104 8.0 | 6.6
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Croatia 63 48 54 53 64 62 63 70 87 94 60 59 56 80 60 53 87 74 64 62 85 60 60 64 101 69 7.3 74 63 66 89 123 129( 6.8
Norway 56 42 50 47 53 56 58 59 75 67 54 54 50 62 50 49 57 66 60 51 56 58 50 54 73 57 66 63 57 65 82 93 92|57
Switzerland 62 48 54 52 59 61 63 65 82 74 59 59 56 68 55 53 63 74 64 57 62 64 56 60 80 63 72 59 59 71 89 10.8 89 | 6.2
Turkey 92 48 56 53 69 62 63 81 100 94 60 59 56 87 64 53 69 74 64 66 85 69 60 69 87 80 73 65 80 103 11.8 10.8 10.2| 7.0
Canada 62 42 51 48 58 56 58 69 81 74 54 54 52 80 55 49 58 68 67 66 66 55 55 59 93 63 67 55 58 57 66 9.5 83|62
Japan 77 49 79 81 75 76 81 79 84 84 74 78 81 72 80 75 73 75 78 79 76 79 77 79 84 76 81 76 69 7.7 77 84 8.0 | 7.7
USA 69 43 71 73 67 68 73 71 80 68 66 70 72 67 72 67 64 67 70 70 67 71 69 69 85 68 73 67 67 69 69 82 88 6.9

Mean (EU 27) 64 49 54 55 60 62 64 66 82 75 60 61 58 69 58 55 64 74 65 59 63 58 58 61 81 65 73 61 61 60 69 93 112 93
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Table 17 Cost of capital when the subsidiary is financed by debt, 2007

only corporation taxes, weighted average of parent finance
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Austtia 56 60 62 58 60 65 63 70 64 58 62 63 58 062 58 57 61 62 61 59 62 60 60 69 60 66 58 63 58 063 71 78 68]606.1
Belgium 5.8 59 59 57 58 64 59 68 61 56 61 060 57 61 58 56 57 60 58 57 60 58 57 066 57 62 58 59 56 60 68 73 63|59
Bulgaria 52 406 55 50 51 56 54 60 53 49 53 55 48 54 50 48 51 53 53 50 54 51 51 57 51 56 50 55 50 52 60 65 91|52
Cyprus 52 45 53 49 51 55 53 59 52 49 53 54 47 54 49 47 51 52 53 50 53 51 51 57 50 56 50 53 49 52 66 80 56|52
Czech Republic 6.1 55 60 62 59 64 62 69 63 57 61 62 58 62 57 57 61 61 61 59 61 59 60 68 59 65 59 63 57 61 70 77 67]6¢6.1
Denmark 61 56 60 62 58 65 63 70 64 58 62 63 58 62 58 57 61 62 61 59 62 60 60 69 60 66 59 63 58 63 71 78 67|62
Estonia 49 42 58 52 406 47 50 56 48 55 50 52 44 060 47 44 47 49 58 56 59 48 48 53 47 53 56 50 46 58 67 90 64|51
Finland 62 57 61 63 59 61 6.5 71 65 59 63 63 59 63 59 58 62 63 62 60 62 60 61 70 61 67 60 64 59 63 72 79 67|62
France 67 063 066 67 64 066 70 69 71 64 068 68 65 068 063 64 68 68 067 66 67 65 66 77 66 73 65 69 64 069 78 85 706|067
Germany 73 69 70 72 70 71 75 74 83 69 73 73 72 72 68 69 74 73 72 71 72 70 71 84 72 78 70 75 69 75 85 94 80|73
Greece 61 56 63 65 59 060 65 63 70 04 63 64 58 64 59 57 61 62 62 59 63 61 61 69 60 66 59 63 59 63 76 80 83|62
Hungary 60 54 59 61 57 58 63 61 68 062 506 61 56 61 56 56 60 060 60 58 060 58 59 67 58 64 58 61 56 060 69 75 66| 6.0
Ireland 65 60 66 68 62 63 68 66 74 68 61 6.6 62 67 62 61 65 65 66 63 66 64 64 73 63 70 63 67 62 66 75 82 72|65
Ttaly 71 67 68 70 68 69 74 72 81 76 67 71 71 71 67 68 72 71 70 69 70 68 69 81 70 76 70 73 67 73 86 9.1 80|71
Latvia 55 49 55 57 53 54 59 57 63 56 52 56 57 51 52 51 54 56 56 53 56 54 54 61 54 60 53 57 52 56 63 78 06.0]55
Lithuania 57 51 57 59 54 56 60 59 65 59 54 58 59 53 59 53 57 58 57 55 58 56 56 63 56 62 55 59 54 57 66 77 62|57
Luxembourg 64 59 63 65 61 063 067 66 73 67 061 65 65 062 065 6.1 65 65 64 62 64 62 063 73 63 69 061 066 61 65 74 80 71|64
Malta 71 63 72 74 68 69 74 72 77 71 67 72 74 66 74 69 6.6 71 72 68 73 70 70 7.7 69 74 69 72 68 70 81 90 85|71
Netherlands 62 56 61 63 59 60 65 63 70 064 58 62 63 59 63 58 58 02 62 60 62 60 60 069 060 66 60 063 58 63 71 77 67|62
Poland 58 52 57 59 55 56 61 59 66 59 54 59 59 54 59 55 54 57 58 56 58 56 57 64 56 62 56 59 55 58 68 73 063|538
Portugal 62 57 64 63 59 61 65 64 71 65 59 63 64 59 63 59 58 62 063 62 62 61 061 70 61 67 61 64 60 62 73 82 6963
Romania 56 50 56 58 53 55 59 57 64 57 53 57 58 52 58 53 52 55 56 56 54 55 55 62 54 60 54 59 54 57 64 70 611|506
Slovakia 58 52 57 59 55 56 61 59 66 59 54 59 59 54 59 55 54 57 58 58 56 58 57 64 56 62 56 59 55 57 66 73 63|58
Slovenia 60 55 60 61 57 59 63 62 69 63 57 61 62 57 62 57 56 60 61 60 58 61 59 68 59 65 57 62 57 61 70 79 6.6 |6.0
Spain 75 72 72 74 72 74 78 77 86 81 72 76 75 75 75 71 72 78 76 74 74 74 73 T4 75 81 72 78 72 75 93 98 88|75
Sweden 63 58 062 64 60 061 066 64 72 066 59 63 64 060 64 59 59 63 63 63 61 063 061 62 71 68 061 65 59 64 73 78 68063
UK 66 59 67 69 63 64 69 67 74 068 62 67 69 62 69 64 61 065 66 67 63 68 065 65 73 064 64 067 63 66 75 82 7.0]6.6
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Croatia 58 53 59 60 56 57 62 60 67 63 55 59 60 56 60 55 57 58 59 59 59 59 57 58 68 57 63 62 56 59 67 7.6 86|59
Norway 59 54 60 60 57 58 64 60 68 62 56 61 61 57 61 57 56 59 60 59 58 61 58 58 67 58 64 59 57 61 68 74 6.6 6.0
Switzerland 59 53 59 61 56 58 62 61 68 61 56 60 61 56 60 56 55 59 60 59 57 61 58 58 66 58 64 57 6.1 60 68 75 65|59
Turkey 62 53 59 60 57 57 62 62 69 63 55 59 60 57 61 55 55 58 59 60 59 61 57 59 66 59 63 57 63 81 78 73 66|59
Canada 65 59 64 65 62 63 67 68 75 69 61 65 65 66 66 61 61 65 67 67 65 65 63 64 77 64 69 62 67 62 66 81 72165
Japan 77 7.0 79 81 75 76 81 79 84 81 74 79 81 73 80 75 73 75 78 79 76 79 77 78 85 76 81 76 79 74 77 84 8.0 | 7.8
USA 69 62 71 73 67 68 73 71 77 70 66 71 72 65 72 67 64 67 70 70 67 71 69 69 78 68 73 67 72 66 69 77 82 7.0

Mean (EU 27) 61 56 62 63 59 60 65 63 70 63 58 62 63 58 63 59 57 61 62 62 60 63 60 60 68 60 66 60 63 58 63 72 80 7.0
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Table 15 presents the cost of capital for investment financed by retained earnings in the subsidi-
ary. A well-known theoretical result is that the cost of capital in this case is not influenced by the
taxation of dividends paid by the subsidiary to the parent. Like the effect of dividend taxation in
the domestic case, since the parent forgoes dividends to finance the investment and receives
higher dividends as the return from the investment, the tax rate on such dividends nets out of the
analysis.

Given the assumption of no personal taxes, then in general there is also no difference between
investment financed by the parent from retained earnings and new equity.® Within the different
sources of finance used by the parent, then, only the case of debt generally introduces any ele-
ment of the home country tax regime. This can be seen in the detailed results presented in Annex
D. In general, for inbound investment financed by retained earnings in the subsidiary and re-
tained earnings or new equity in the parent, then the cost of capital is generally the same across all
home counttries.

This implies that within each column in Table 15 - ie. considering a single host country - differ-
ences in the cost of capital across different home countries arise primarily in the different treat-
ment of debt in the parent company. Some home countries do not permit interest paid on loans
used for outbound investment to be deductible - these countries tend to have a cost of capital
equal to the cost of capital in each column in Table 15, irrespective of the parent’s source of fi-
nance. But most countries do permit this; in these cases, the home country tax rate determines
how valuable this deduction is, and hence how low the average cost of capital is in each column
of Table 15.

Differences within each row in Table 15 reflect primarily the host country tax system. These dif-
ferences are likely to affect the location choices of parent companies.” There are clearly large dif-
ferences within each row of Table 15, reflecting the distortions created by differences in host
country tax regimes. The relative ranking of host countries is close to that shown in the case of
domestic investment in Section 2. Thus, for example, Estonia tends to have the most attractive
host location (as shown in Table 4), and within the EU, Germany, Spain and France are the least
attractive host locations (also as shown in Table 4).

Table 16 considers the case in which the subsidiary is financed by new equity from the parent.
Since the return from this investment is assumed to be paid to the parent as a dividend, this adds
another ingredient to the cost of capital calculation: the taxation of such dividend flows. This
taxation may in principle include withholding taxes charged by the host country; however these
have now been eliminated within the EU by the Parent Subsidiary Directive. However, tax may
also be charged on receipt of the dividend by the home country. The differences between Tables
15 and 16 therefore reflect the taxation of the dividend receipt in the hands of the parent.

A number of (home) countries exempt such income in the hands of the parent - see Table 9 of
Annex A for details. For parent companies in these countries in the absence of personal taxes,
the cost of capital when funding the foreign subsidiary through new equity is generally the same
as when the subsidiary retains earnings.

Other countries operate a limited credit system: essentially credit is given for the foreign tax paid
in the host country; the home country levies further tax only if the home country tax rate exceeds
that of the host country. Where the home country operates a credit system and has a higher tax
rate than the host country, then the cost of capital will be higher if the subsidiary is financed by
new equity, compared to retained earnings. A third group of countries - among them are Ger-
many and France - operating a dividend exemption system do not exempt dividends received

8 Estonia is an exception, which generates high cost of capital for outbound investment when the parent in Estonia
is financed by new equity.

9 To the extent that they already have subsidiaries in different countries which can be used to retain earnings and
reinvest.
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from their subsidiaries by 100%. Instead, in accordance with the Parent Subsidiary Directive, 5%
of the dividend received is treated as taxable income and taxed accordingly. As a result, for both
groups of countries, the average cost of capital for inward investment into each country (the av-
erage of each column) is higher in Table 16 than in Table 15.

Table 17 presents the case in which the parent lends to the subsidiary and subsequently receives
an interest payment (and the return of the capital). All host countries except Estonia permit the
interest paid to be deductible from corporation tax, although some charge a withholding as the
interest is paid; all home countries tax the interest income, with a credit for any foreign tax levied.

Relative to Table 15, there are two main differences. First, the income of a marginal investment is
primarily taxed in the home country rather than the host country; this can increase or reduce the
cost of capital depending on which country has the higher tax rate. Second, in most but not all
cases the parent is able to claim interest deductibility on its own borrowing to lend to the subsidi-
ary. In general these factors tend to reduce the dispersion of costs of capital across different pos-
sible locations of investment.

3.1.2 Summary Tables for 2007

Table 18 summarises the information in Tables 15 to 17. It is comparable to Table 23 in Euro-
pean Commission (2001). The first column presents the weighted average cost of capital for do-
mestic investment in each member state, averaged over the 15 types of investment. The second
column presents the average cost of capital for inbound investment. This is formed by taking an
unweighted overall average cost of capital across the three types of finance shown in Tables 15 to
17 to generate an average cost of capital for investment into the country named in that row from
all other EU countries. Column 2 then presents the mean of this average cost of capital across all
EU home countries; column 4 presents the standard deviation of these average costs of capital.
The third and fifth columns are equivalent, but treating each country listed in Table 18 as a home
country, rather than a host country.

The table gives a broad indication of the impact of the international tax regime on cross-border
investment. To see this, first consider some potential distortions. Suppose that the third column
was identical to the first column and that the fifth column was full of zeros. This would imply
that any company resident in an EU member state would face (on average) the same cost of capi-
tal whether they invested at home or in any other member state. This is known as capital export
neutrality. If it applied generally within the EU, then location decisions of companies would not
be affected by differences in taxation.

Suppose now that the second column was identical to the first column and that the fourth col-
umn was full of zeros. This would imply that any company resident in an EU member state
would face (on average) the same cost of capital if they invested in a specific EU host country.
This implies that companies choosing to locate in a specific location all face the same cost of
capital, and hence, in competing with each other, none has the benefit of a tax-induced competi-
tive advantage over others. This is known as capital import neutrality.

35



Table 18

Average cost of capital (in %) by country,

average over sources of subsidiary finance, in 2007,

only corporation taxes, weighted average of parent finance

EU average EU standard deviation per country
Domestic Inbound Outbound Inbound Outbound

Austria 6.1 6.3 6.1 0.3 0.9
Belgium 4.9 5.1 5.3 0.2 0.7
Bulgaria 5.3 5.5 6.1 0.3 0.9
Cyprus 5.5 5.7 6.1 0.3 0.9
Czech Republic 5.8 5.9 6.6 0.3 0.9
Denmark 6.0 6.1 6.1 0.3 0.9
Estonia 5.2 5.8 6.5 0.3 1.0
Finland 6.3 6.5 6.1 0.3 0.9
France 7.6 7.8 6.1 0.3 0.8
Germany 7.0 7.1 6.3 0.3 0.8
Greece 5.8 5.9 6.2 0.3 0.7
Hungary 5.9 6.1 6.1 0.3 0.9
Ireland 5.8 5.9 6.5 0.3 0.7
Ttaly 6.4 6.5 6.3 0.3 0.9
Latvia 5.7 5.9 6.1 0.3 0.9
Lithuania 5.4 5.6 6.1 0.3 0.9
Luxembourg 6.0 6.2 6.1 0.3 0.9
Malta 6.8 7.0 6.5 0.3 0.6
Netherlands 6.2 6.3 0.6 0.2 0.9
Poland 5.8 5.9 6.1 0.3 0.9
Portugal 6.0 6.2 6.1 0.3 0.8
Romania 5.7 5.8 6.1 0.3 0.9
Slovakia 5.6 5.8 6.5 0.3 0.9
Slovenia 5.9 6.0 6.6 0.3 1.0
Spain 7.5 7.7 6.3 0.3 0.8
Sweden 6.1 6.3 6.1 0.3 0.9
UK 6.9 7.1 6.3 0.3 0.6
EU mean 6.1 6.2 6.2 0.3 0.8
EU std. dev. overall 0.7 0.6 0.3

Croatia 5.6 5.9 6.3 0.3 1.3
Norway 6.5 6.1 5.7 0.3 0.8
Switzerland 5.7 5.9 6.1 0.3 0.8
Turkey 5.7 6.3 6.4 0.3 1.4
Canada 7.8 8.3 6.1 0.4 1.1
Japan 8.7 9.5 6.9 0.6 0.7
USA 7.7 8.2 6.4 0.7 0.7

Note. These are averages across either host (for outbound) or home (for inbound) countries of an overall average
cost of capital for each pair of home and host countries. This overall cost of capital is found by taking an unweighted
average of each element of Tables 15, 16 and 17. The averages only comprise investments from all EU countries
(outbound) or into all EU countries (inbound).

Table 18 indicates that, on average, outbound investment is slightly more heavily taxed than do-
mestic investment. On average the domestic cost of capital is 6.1% while the average cross bor-
der cost of capital within the EU is 6.2%. But this hides significant variation. For example, out-
bound cross-border investment from highly taxed countries is less heavily taxed than domestic
investment - for example, in France, Germany and the UK.

There is also a relatively high standard deviation within the EU, implying that the average cost of
capital for outbound investment can vary significantly according to where that investment is un-
dertaken. It is noteworthy, though, that the range of average costs of capital in column 3 is fairly
low: the overall standard deviation of the EU entries in column 3 is only 0.3.

This is consistent with the EU being much closer to capital import neutrality than capital export
neutrality. While there is considerable variation across possible locations for a given home coun-
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try, these results are consistent with most investors into a particular country facing a similar tax
rate. This is confirmed in columns 2 and 4.

There is significant variation in column 2, indicating that there is a significant dispersion of aver-
age costs of capital on inbound investment across countries. These figures largely, though not
completely, reflect the domestic cost of capital. As with the domestic case, the low costs of capi-
tal are dominated by the EU 12 countries; as before, 9 out of the 12 countries with the lowest
average cost of capital on inbound investment are from the EU 12. The only EU 15 countries
within this group are Belgium, Greece and Ireland. The only EU12 country with a high cost of
capital is Malta. This variation in average costs of capital across countries is reflected in a overall
standard deviation, shown in column 2 of 0.6, compared with 0.3 for column 3.

Columns 4 and 5 also confirm this. Column 4 indicates that there is a low dispersion of average
costs of capital for inbound investment into a given host country, across home countries of the
parents. By contrast, column 5 indicates that there is a much higher dispersion of costs of capital
for outbound investment across host countries, for a given home country. In sum, parent com-
panies from around the EU tend to face a similar cost of capital when locating in a specific EU
country. But these costs of capital differ significantly across host counttries.

Of course, this reflects the fact that the EU corporation tax is operated mostly on a source-basis.
In the absence of taxes on dividends paid to parent companies within the EU, then the only dif-
ference facing two companies from different home countries locating in the same host country is
the home country tax system, which may allow relief for interest paid by the parent, and may tax
foreign source dividends (with a credit for host country tax).

Overall, as pointed out above, the average cost of capital for inbound investment is higher than
that for domestic investment in all countries. This table therefore seems to confirm the results of
OECD (1991) that cross-border investment is, on average, taxed more heavily than domestic in-
vestment.

However, the approach taken in Table 18 does not allow the parent company to choose the
method of financing the subsidiary; rather it takes an unweighted average of the three ways in
which the subsidiary can be financed. An alternative approach is to assume that the company
chooses the most tax efficient form of financing - which we interpret here as the approach which
generates the lowest cost of capital. Table 19 follows this approach: that is, for each home coun-
try / host country pair in Tables 15 to 17, the minimum cost of capital is chosen. This minimum
is then averaged across host countries and across home countries to generate a table comparable
to Table 18." Table 19 is comparable to Table 25 in European Commission (2001).

This approach generates slightly different conclusions. First, the average cost of capital for cross-
border investment (5.6%) is now below that for domestic investment (6.1%), thereby favouring
multinational companies over domestic companies. This is because companies are assumed to
take advantage of the different treatment of debt and equity finance. For example, if the home
country has a low tax rate and the host country has a high tax rate, then it would generally be
beneficial for the parent to lend to the subsidiary: The subsidiary would deduct the interest pay-
ment at the high tax rate, while the parent would pay tax on the same interest payment at the low
tax rate, thereby generating a low cost of capital. Where this does not hold, the company is more
likely to choose equity finance.

10 Note that we do not consider the "tax efficient”" means of financing the parent company.
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Table 19

Average cost of capital (in %) by country,

optimal sources of subsidiary finance, in 2007,

only corporation taxes, weighted average of parent finance

EU average EU standard deviation per country
Domestic Inbound Outbound Inbound Outbound

Austria 6.1 5.8 5.8 0.4 0.6
Belgium 4.9 4.7 4.9 0.4 0.8
Bulgaria 5.3 5.0 5.2 0.4 0.3
Cyprus 5.5 5.2 52 0.4 0.3
Czech Republic 5.8 5.5 6.0 0.4 0.4
Denmark 6.0 5.7 5.8 0.4 0.6
Estonia 5.2 4.3 5.1 0.4 0.5
Finland 6.3 6.0 5.8 0.4 0.7
France 7.6 6.9 5.6 0.6 0.8
Germany 7.0 6.2 5.7 0.6 0.9
Greece 5.8 5.5 5.7 0.3 0.7
Hungaty 5.9 5.6 5.7 0.3 0.5
Ireland 5.8 5.5 6.1 0.4 0.7
Ttaly 6.4 5.7 5.7 0.5 0.9
Latvia 5.7 5.5 5.4 0.4 0.4
Lithuania 5.4 5.1 5.6 0.3 0.4
Luxembourg 6.0 5.5 5.8 0.4 0.8
Malta 6.8 6.0 54 0.6 1.0
Netherlands 6.2 5.9 6.1 0.4 0.4
Poland 5.8 5.5 5.6 0.3 0.4
Portugal 6.0 5.7 5.8 0.3 0.7
Romania 5.7 5.4 5.5 0.4 0.4
Slovakia 5.6 5.4 5.7 0.3 0.3
Slovenia 5.9 5.6 6.0 0.3 0.4
Spain 7.5 6.7 5.7 0.6 0.8
Sweden 6.1 5.7 5.8 0.4 0.7
UK 6.9 6.4 5.6 0.5 0.8
EU mean 6.1 5.6 5.6 0.4 0.6
EU std. dev. overall 0.7 0.6 0.3

Croatia 5.6 5.3 5.7 0.3 0.5
Norway 6.5 5.7 54 0.4 0.7
Switzerland 5.7 5.4 5.7 0.3 0.5
Tutkey 5.7 5.5 5.7 0.4 0.5
Canada 7.8 7.1 5.6 0.5 0.8
Japan 8.7 7.9 5.1 0.6 1.0
USA 7.7 6.9 5.4 0.7 1.0

Note. These figures are based on the most tax-efficient means of financing the subsidiary - that is retained earnings,
new equity or debt. This is found by taking the minimum cost of capital for each element in Tables 15, 16 and 17.
Averages are then constructed across either host (for outbound) or home (for inbound) countries. The averages only
comprise investments from all EU countries (outbound) or into all EU countries (inbound).

Second, there is now rather more variation across costs of capital on inbound investment across a
range of home countries. That is, the overall tax system looks less close to source country taxa-
tion. The reason is that the choice of financing of the subsidiary depends on both the home and
host country tax systems. Because it depends on the home country as well, there is more varia-
tion across inbound investment from parent companies from different countries.

The ranking of countries for inbound investment is relatively little changed, however. Once
again, the EU 12 countries dominate in terms of offering a low cost of capital. And once again, it
is France, Germany, Spain and the UK which have the highest costs of capital for inbound in-
vestment.
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3.1.3 The Development over Time

We now consider the development of cross-border costs of capital within the EU 25 countries
between 1998 and 2007 and within the EU 27 between 2005 and 2007. We present two tables:
Table 20 presents the average cost of capital for each country for inbound investment and Table
21 presents the average cost of capital for each country for outbound investment. In each case
we use an unweighted average of subsidiary sources of finance. Hence the final row of Table 20
corresponds to column 2 of Table 19, and the final row of Table 21 corresponds to column 3 of
Table 19.
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Table 20

Average cost of capital (in %) by country for inbound investment from the EU,
average over sources of subsidiary finance, only corporation taxes, weighted average of parent finance

2 5
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EU25
1998 68 7.2 70 68 68 62 67 86 77 67 68 60 6.1 6.6 7.1 70 71 72 73 80 80 62 85 65 72
1999 67 7.0 69 64 65 061 67 82 76 66 68 59 60 65 69 069 70 72 70 79 79 6.1 83 64 71
2000 66 7.0 68 63 64 60 068 80 76 67 68 58 57 65 67 69 70 71 6.7 7.2 67 60 84 63 70
2001 7.1 7.0 6.8 6.3 64 6.0 6.8 8.0 7.4 6.6 6.8 5.8 5.7 6.5 6.6 6.9 7.0 7.1 6.6 7.2 6.7 6.0 8.3 6.3 7.0
2002 7.1 7.0 6.8 6.3 64 6.0 6.8 7.9 7.4 6.6 6.8 5.9 7.1 6.4 6.1 6.5 7.1 7.1 6.6 7.1 6.5 6.1 8.3 6.3 7.2
2003 7.1 6.7 6.1 6.3 64 6.0 6.8 8.1 7.5 6.6 6.9 6.0 6.9 6.3 6.1 6.5 7.1 7.1 6.5 7.0 6.3 6.1 8.2 6.3 7.2
2004 6.9 6.5 6.0 6.2 6.5 6.0 6.8 7.9 7.3 6.6 64 6.0 6.6 6.0 5.6 6.3 7.1 7.0 6.0 6.4 5.8 5.9 8.0 6.3 7.2
2005 63 64 58 60 63 59 65 78 73 63 6.1 60 66 60 56 63 70 68 59 63 58 6.1 80 63 71
2006 63 52 57 59 63 58 65 78 71 6.1 60 59 65 59 56 62 70 66 59 62 58 60 79 63 71
2007 63 5.1 57 59 61 58 65 78 71 6.0 6.1 59 65 59 56 62 70 63 60 62 58 60 77 63 71

EU27
2005 6.3 6.4 5.7 5.8 6.1 6.3 5.9 6.5 7.8 7.3 6.3 6.1 5.9 6.6 6.0 5.6 6.3 7.0 6.8 5.9 6.3 6.1 5.8 6.1 8.0 6.3 7.1
2006 6.3 52 5.7 5.7 5.9 6.3 5.8 6.5 7.8 7.1 6.1 6.0 5.9 6.6 5.9 5.6 6.2 7.0 6.6 5.9 6.3 6.1 5.8 6.0 7.9 6.3 7.0
2007 6.3 5.1 55 5.7 5.9 6.1 5.8 6.5 7.8 7.1 5.9 6.1 5.9 6.5 5.9 5.6 6.2 7.0 6.3 5.9 6.2 5.8 5.8 6.0 7.7 6.3 7.1



Table 21

Average cost of capital (in %) by country for outbound investment in the EU,

average over sources of subsidiary finance, only corporation taxes, weighted average of parent finance

4 5
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EU25
1998 7.5 6.7 7.1 7.5 6.6 7.0 6.6 6.5 8.3 6.9 6.8 6.8 6.0 7.0 8.2 6.6 7.1 7.5 6.8 6.8 7.5 6.7 7.1 7.5 6.6
1999 7.5 6.7 7.1 7.4 6.6 7.0 6.5 6.5 6.6 6.9 6.8 6.7 6.0 7.0 7.5 6.6 7.0 7.4 6.7 6.7 7.5 6.7 7.1 7.4 6.6
2000 7.3 6.6 6.9 7.3 6.4 7.7 6.4 6.4 6.4 6.7 6.7 6.6 5.7 6.9 7.3 6.5 6.9 7.5 6.6 6.6 7.3 6.6 6.9 7.3 6.4
2001 7.3 6.5 6.9 7.2 6.5 7.6 6.4 6.4 6.7 6.7 6.7 6.5 5.7 6.8 7.2 6.5 6.8 7.5 6.6 6.6 7.3 6.5 6.9 7.2 6.5
2002 7.3 6.5 6.8 7.2 6.5 7.6 6.4 6.4 6.7 6.7 6.7 6.9 6.7 6.8 6.9 6.5 6.8 7.2 6.6 6.6 7.3 6.5 6.8 7.2 6.5
2003 7.2 6.5 6.9 7.2 64 74 64 6.4 6.6 6.7 6.6 6.8 6.7 6.8 6.7 64 69 7.1 6.5 6.5 7.2 6.5 6.9 7.2 6.4
2004 7.0 6.3 6.3 6.9 6.3 6.8 6.3 6.3 6.5 6.6 64 6.8 6.5 6.4 64 063 6.6 7.0 6.3 6.3 7.0 6.3 6.3 6.9 6.3
2005 6.2 6.3 6.2 6.8 6.2 6.6 6.2 6.2 6.4 6.5 6.3 6.7 6.4 6.3 6.3 6.2 6.6 6.9 6.3 6.2 6.2 6.3 6.2 6.8 6.2
2006 6.2 5.5 6.2 6.7 6.1 6.6 6.1 6.1 6.4 6.3 6.2 6.6 6.3 6.2 6.2 6.1 6.5 6.8 6.2 6.1 6.2 5.5 6.2 6.7 6.1
2007 6.1 5.4 6.1 6.7 6.1 6.5 6.1 6.1 6.3 6.2 6.2 6.6 6.3 6.2 6.2 6.1 6.5 6.7 6.1 6.1 6.1 5.4 6.1 6.7 6.1

EU27
2005 6.2 6.2 6.4 6.2 6.8 6.2 6.6 6.2 6.2 6.4 6.5 6.3 6.6 6.4 6.2 6.2 6.2 6.6 6.8 6.2 6.2 6.2 6.2 6.4 6.2 6.8 6.2
2006 6.1 5.4 6.3 6.1 6.7 6.1 6.5 6.1 6.1 6.3 6.3 6.2 6.6 6.3 6.1 6.2 6.1 6.5 6.7 6.2 6.1 6.1 5.4 6.3 6.1 6.7 6.1
2007 6.1 53 6.1 6.1 6.6 6.1 6.5 6.1 6.1 6.3 6.2 6.1 6.5 6.3 6.1 6.1 6.1 6.5 6.6 6.1 6.1 6.1 53 6.1 6.1 6.6 6.1
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There has been a clear direction of development since 1998. Table 20 indicates that the average
cost of capital for inbound investment fell in 24 out of the EU 25 countries: only Italy has raised
its average cost of capital in the last decade. Of course, to maintain competitiveness with respect
to other countries it has therefore been necessary to reduce this measure of taxation. Taking the
UK as an example again, in 1998, it had an average cost of capital for inbound investment of
7.2%. In 2007 it had only fallen to 7.1%. In 1998, that put the UK in 18" position — that is 17
countries had costs of capital lower than this, and 5 countries had costs of capital higher. But by
20006, the UK was in 25th position (out of 27) — only two countries (France and Spain) had
higher average costs of capital on inbound investment.

Table 21 is equally dramatic: all countries except Italy reduced their average cost of capital for
outbound investment. This is perhaps not surprising. Outbound investment is primarily taxed on
a source country basis, and Table 5 provides evidence that the average domestic cost of capital
has fallen. Putting these two together implies that the average cost of capital on outbound in-
vestment is almost certain to have fallen as well. Table 21 confirms that this is indeed the case.

3.2 Effective Average Tax Rate (EATR)

The cost of capital affects the location of international investment if companies locate in each
country up to the point at which new investment is only just worth undertaking - ie. investment is
marginal. However, if companies choose between two or more mutually exclusive locations, then
the EATR is the relevant measure. We therefore consider an analysis of cross-border EATRs in
the same way as we have considered cross-border costs of capital.

3.21 Detailed Analysis for 2007

Tables 22 to 24 correspond to Tables 15 to 17 for the cost of capital. Table 22 shows the posi-
tion for 2007 when the subsidiary is financed by retained earnings, Table 23 when it is financed
by new equity from the parent, and Table 24 when it is financed by borrowing from the parent.
Each element of each table presents an average EATR - that is a weighted average across 5 dif-
ferent assets of the subsidiary, and across the 3 sources of finance of the parent company.

Much of the discussion above regarding the cost of capital remains relevant for the case of the
EATR. However, some additional factors are also now present. Consider first the case in which
the subsidiary is financed by retained earnings. As noted above, in this case, the cost of capital
does not in general depend on the taxation of dividends paid by the subsidiary to the parent.
However, this taxation does affect the EATR; in this case, the investment generates an economic
rent, which is paid to the parent company. The net present value — and hence the EATR - of the
investment reflects all taxes. Since the tax rate on dividends paid to the parent varies according to
the home country, the EATR on an investment in a specific host country may vary according to
the home country of the parent, even when the subsidiary is financed by retained earnings.

Consequently, there is rather more variation within each column in Table 22 than there is within
each column of the comparable table showing costs of capital, Table 15. However, note that this
effect only arises where the home country tax rate exceeds the host country tax rate.
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Table 22 EATR when the subsidiary is financed by retained earnings, 2007

only corporation taxes, weighted average of parent finance

% o0 =

% = 2 = o] § é - s < 5 g %
from
Austria 243 7.0 89 209 225 13.5 24.6 35.7 36.5 21.7 18.8 13.1 32.8 13.0 14.3 26.4 33.4 23.7 16.7 239 13.7 16.1 20.5 354 249 29.9 16.6 23.9 18.6 25.5 39.1 46.4 40.2(22.0
Belgium 19.4 42 52 17.8 194 11.0 209 324 331 18.7 16.0 9.6 29.6 10.2 12.0 23.3 29.6 24.8 13.3 20.6 10.7 13.1 17.0 32.0 21.5 26.0 16.5 19.9 15.7 22.3 35.5 424 36.1|18.9
Bulgaria 251 26.3 11.0 23.0 24.6 15.6 26.7 37.8 38.5 23.8 20.9 15.3 34.8 15.2 16.4 28.5 355 25.8 18.8 259 159 18.2 22.5 37.4 27.0 31.9 21.2 32.5 23.1 24.6 42.6 48.2 50.4|24.7
Cyprus 24.7 26.0 8.7 22.6 24.2 15.2 26.3 37.5 382 23.4 20.5 14.8 34.5 14.8 16.0 28.1 35.1 254 18.4 25.6 15.4 17.8 22.2 37.1 26.6 31.6 23.9 25.6 20.3 27.2 44.2 51.0 41.9|24.3
Czech Republic 26.0 27.4 10.0 11.9 25.5 16.5 27.6 38.8 39.5 24.8 21.9 16.2 358 16.1 17.4 29.5 36.5 26.8 19.8 269 16.8 19.1 23.5 385 28.0 329 22.5 269 21.6 25.9 42.1 49.5 43.3|25.1
Denmark 230 243 7.0 89 209 13.5 24.6 35.7 36.5 21.7 18.8 13.1 32.8 13.0 14.3 26.4 33.4 23.7 16.7 23.9 13.7 16.1 20.5 354 249 299 19.4 239 18.6 25.5 39.1 46.4 38.5|22.0
Estonia 37.6 38.6 25.1 26.6 359 37.2 38.8 47.5 48.1 36.6 34.3 29.9 452 29.8 30.8 40.3 45.7 38.2 32.7 38.3 30.4 32.2 35.6 47.3 39.1 43.0 34.8 38.3 34.1 374 50.1 58.1 51.0|37.1
Finland 229 242 69 88 208 224 13.3 35.6 36.3 21.6 18.7 13.0 32.6 129 142 26.3 33.3 23.6 16.6 23.7 13.6 16.0 20.3 35.3 24.8 29.8 19.3 23.8 18.5 254 389 46.3 38.4|21.8
France 227 239 7.0 88 20.6 222 13.3 24.3 359 21.4 18.6 13.0 32.3 129 142 26.1 33.0 23.4 16.5 23.5 13.6 15.9 20.2 349 24.6 29.5 19.2 23.5 18.4 253 38.5 44.3 39.6(21.2
Germany 230 242 73 92 209 225 13.6 24.6 35.5 21.8 189 13.3 32.6 13.2 14.5 26.4 33.2 237 16.8 23.8 13.9 16.2 20.5 352 249 29.8 19.5 23.8 18.7 25.7 38.8 46.0 38.2|21.5
Greece 230 243 17.8 18.8 21.6 22.5 15.7 24.6 35.7 36.5 21.5 20.2 32.8 20.0 19.2 26.4 33.4 23.7 20.8 23.9 20.0 20.2 21.8 35.4 249 299 20.1 23.9 21.1 25.5 46.0 49.2 48.6|24.4
Hungary 23,6 249 7.6 95 215 231 141 252 364 37.1 22.4 13.8 334 13.7 15.0 27.1 34.1 24.4 17.4 245 144 16.7 21.1 36.1 25.6 30.5 20.0 24.5 19.2 23.5 39.7 47.0 40.8|22.8
Ireland 242 255 19.0 20.0 22.8 23.7 16.9 25.8 37.0 37.7 229 22.7 34.0 21.2 20.5 27.7 347 25.0 22.0 25.1 21.2 21.4 23.0 36.7 26.1 31.1 21.3 25.1 22.3 26.8 40.3 47.6 41.4|25.7
Ttaly 230 242 73 92 209 225 13.7 24.6 355 36.2 21.8 189 13.3 13.3 145 26.4 33.3 23.8 16.9 239 139 16.2 20.5 352 249 29.8 223 239 187 25.7 42.3 46.0 39.9(21.7
Latvia 242 255 82 10.1 221 23.7 14.7 25.8 37.0 37.7 229 20.1 14.4 34.0 15.5 27.7 347 25.0 17.9 25.1 15.0 17.3 21.7 36.6 26.1 31.1 20.6 25.1 19.8 24.0 40.3 50.5 41.4(23.6
Lithuania 238 252 7.8 97 21.7 233 143 25.5 36.6 37.3 22.6 19.7 14.0 33.6 13.9 273 343 24.6 17.6 247 14.6 16.9 21.3 36.3 25.8 30.7 20.3 24.8 19.5 23.7 39.9 50.1 41.1(23.2
Luxembourg 224 237 64 83 203 219 129 240 352 359 21.2 183 12.6 322 12.5 13.8 329 23.2 16.1 233 13.2 15.5 199 349 244 29.3 16.1 23.3 18.0 22.2 38.5 44.4 39.6(21.3
Malta 28.3 2377 23.8 24.7 27.1 279 22.0 29.1 34.8 352 27.2 27.0 259 31.8 25.7 25.1 28.7 28.7 26.4 282 25.7 259 273 342 28.7 31.7 258 27.1 26.7 26.4 41.3 48.0 47.3|27.9
Netherlands 26.0 27.4 10.0 11.9 239 255 16.5 27.6 38.8 39.5 24.8 219 16.2 35.8 16.1 17.4 29.5 36.5 19.8 26.9 16.8 19.1 23,5 38.5 28.0 329 252 269 21.6 28.6 42.1 48.1 41.6(25.0
Poland 237 250 7.7 9.6 21.6 232 142 25.3 36.5 37.2 225 19.6 13.9 33.5 13.8 15.1 27.2 342 245 24.6 14.5 16.8 21.2 36.2 25.7 30.6 20.1 24.6 19.3 23.5 43.3 47.1 40.9(23.0
Portugal 22.8 241 187 87 20.7 223 13.3 244 355 36.3 21.5 18.7 13.0 32.6 129 14.1 26.3 33.3 23.6 16.5 13.6 159 20.3 35.2 24.7 29.7 21.0 23.7 219 21.6 40.6 49.0 40.0|22.3
Romania 241 254 8.1 10.0 22.0 23.6 14.6 25.7 36.8 37.6 22.8 19.9 14.2 33.8 14.1 154 27.5 345 248 17.8 25.0 17.2 21.6 36.5 26.0 31.0 20.5 29.5 25.0 26.6 40.2 47.5 43.0(23.5
Slovakia 26.0 27.4 10.0 11.9 239 255 16.5 27.6 38.8 39.5 24.8 21.9 16.2 35.8 16.1 17.4 29.5 36.5 26.8 19.8 26.9 16.8 23.5 385 28.0 329 225 269 21.6 23.1 42.1 49.5 43.3(25.3
Slovenia 26.6 27.8 10.8 12.7 245 26.1 17.2 28.2 39.2 399 25.3 22.5 169 36.2 16.8 18.0 30.0 36.9 27.3 20.4 27.5 17.5 19.8 38.9 285 33.4 20.3 27.5 223 26.5 42.5 52.6 43.6(25.7
Spain 220 233 60 7.9 199 215 12,5 23.6 34.7 355 20.8 17.9 12.2 31.8 12.1 134 255 32,5 22.8 15.7 229 12.8 151 19.5 23,9 289 15.7 229 17.6 19.1 41.5 45.4 40.9|20.6
Sweden 22.7 240 6.7 8.6 20.6 222 13.2 243 354 36.2 21.4 18.6 12.9 32,5 12.8 14.0 26.2 33.2 23.5 164 23.6 13.4 15.8 20.2 35.1 29.6 19.1 23.6 18.3 25.3 38.8 44.7 38.2|21.7
UK 25.6 23.7 20.8 21.8 24.3 252 18.8 26.5 35.1 35.8 24.5 242 23.0 32.1 22.8 22.1 26.1 32.8 26.0 23.6 25.5 22.8 23.1 24.5 34.8 26.0 229 245 239 249 38.5 458 37.9(25.8
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Croatia 23.6 249 109 9.5 240 231 141 27.6 382 424 223 19.4 13.7 37.3 16.6 149 36.2 341 243 20.1 341 17.3 19.5 23.6 41.5 27.9 30.5 313 21.9 234 39.7 49.8 49.2|24.9
Norway 211 228 9.9 68 192 20.8 120 22.7 340 348 20.1 17.3 112 31.2 11.4 129 24.8 31.5 23.4 14.8 221 17.8 14.4 18.6 33.7 23.1 279 23.3 19.7 23.8 37.3 43.1 41.6|20.8
Switzerland 234 247 107 9.3 21.3 229 139 250 362 36.9 22.2 193 13.6 332 135 14.8 26.9 33.9 242 172 243 20.0 165 20.9 359 254 30.3 19.9 244 26.0 39.5 46.8 40.7[22.8
Turkey 35.8 249 122 95 26.6 23.1 14.1 323 41.8 42.4 223 194 13.7 392 195 149 29.3 341 24.3 22.8 341 23.1 19.5 262 37.9 32.6 30.5 22.8 33.5 37.9 46.6 47.0 44.2(26.2
Canada 241 229 102 7.5 221 21.1 121 28.0 362 36.9 204 17.5 11.8 37.3 146 13.0 251 32.1 26.7 23.6 27.3 153 17.5 21.7 39.6 25.9 28.5 18.1 24.8 19.9 242 43.6 38.8(22.9
Japan 31.4 26.6 27.3 28.1 30.3 31.0 25.6 322 37.3 39.9 30.4 30.2 292 349 29.0 28.4 31.8 350 31.7 29.7 31.6 29.0 29.2 31.5 37.2 31.7 345 29.1 30.0 29.9 29.6 38.0 38.0(31.3
USA 27.9 233 234 243 26.7 27.5 21.6 28.7 359 348 26.8 26.6 255 33.1 253 247 28.3 31.8 283 26.0 27.8 253 255 269 37.5 28.3 31.3 254 29.1 263 26.0 37.4 41.9 27.9

Mean (EU27) 245 255 10.8 12.0 22.4 240 149 26.0 36.8 37.4 23.3 20.8 155 33.8 157 16.7 27.7 345 253 18.9 253 163 18.2 221 365 26.3 31.1 21.0 25.6 20.9 253 41.0 47.8 41.8
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Table 23 EATR when the subsidiary is financed by new equity, 2007

only corporation taxes, weighted average of parent finance

% o0 =

% = 2 = o] § é - s < 5 g %
from
Austria 243 7.0 89 209 225 21.1 24.6 35.7 36.5 21.7 18.8 13.1 32.8 13.0 14.3 26.4 33.4 23.7 16.7 239 13.7 16.1 20.5 354 249 29.9 16.6 23.9 18.6 30.8 40.8 49.9 41.9(22.3
Belgium 20.0 4.8 58 184 20.0 19.2 21.5 33.0 33.6 19.3 16.6 10.2 30.2 10.8 12.6 23.9 30.2 28.7 13.9 21.2 11.3 13.7 17.6 32.5 22.1 26.6 18.8 20.5 16.3 28.2 37.8 46.6 38.5|19.9
Bulgaria 25.2 26.5 11.2 23.1 24.7 23.4 26.8 37.9 38.6 24.0 21.1 154 35.0 15.3 16.6 28.7 35.6 26.0 19.0 26.1 16.0 18.4 22.7 37.6 27.2 32.1 23.0 37.7 24.8 28.1 46.1 51.8 60.9|25.2
Cyprus 24.7 26.0 8.7 22.6 24.2 22.8 26.3 37.5 382 23.4 20.5 14.8 34.5 14.8 16.0 28.1 35.1 254 18.4 25.6 15.4 17.8 22.2 37.1 26.6 31.6 27.4 25.6 20.3 32.5 49.5 58.0 43.7|24.6
Czech Republic 26.0 27.4 10.0 11.9 25.5 242 27.6 38.8 39.5 24.8 21.9 16.2 358 16.1 17.4 29.5 36.5 26.8 19.8 269 16.8 19.1 23.5 385 28.0 329 242 269 21.6 29.3 439 53.0 45.0(25.4
Denmark 230 243 7.0 89 209 21.1 24.6 35.7 36.5 21.7 18.8 13.1 32.8 13.0 14.3 26.4 33.4 23.7 16.7 239 13.7 16.1 20.5 354 249 29.9 21.1 239 18.6 30.8 40.8 49.9 38.5(22.3
Estonia 37.6 38.6 25.1 26.6 359 37.2 38.8 47.5 48.1 36.6 34.3 29.9 452 29.8 30.8 40.3 45.7 38.2 32.7 38.3 30.4 32.2 35.6 47.3 39.1 43.0 36.1 38.3 34.1 40.1 51.5 63.5 52.4|37.1
Finland 229 242 69 88 208 224 21.0 35.6 36.3 21.6 18.7 13.0 32.6 129 142 26.3 33.3 23.6 16.6 23.7 13.6 16.0 20.3 353 24.8 29.8 21.0 23.8 18.5 30.6 40.7 49.8 38.4|22.1
France 233 245 7.6 94 212 228 21.4 249 36.5 22.0 19.2 13.6 329 13.5 14.8 26.7 33.6 24.0 17.1 24.1 14.2 16.5 20.8 355 25.2 30.1 21.5 24.1 19.0 31.2 40.9 46.7 42.0|22.1
Germany 237 248 80 9.8 21.6 232 21.8 25.3 36.2 224 19.6 14.0 33.3 139 152 27.1 33.9 244 17.5 245 14.6 169 21.2 359 25.6 30.4 22.0 245 194 31.6 41.2 50.2 38.9|22.5
Greece 23.0 24.3 23.6 243 22.0 22.5 24.4 24.6 35.7 36.5 232 242 328 241 222 26.4 33.4 237 234 239 237 22.8 22.7 354 249 299 223 239 22.7 30.8 54.8 56.3 59.0|26.1
Hungary 23,6 249 7.6 95 215 231 21.8 252 36.4 37.1 22.4 13.8 33.4 13.7 15.0 27.1 34.1 24.4 17.4 245 144 16.7 21.1 36.1 25.6 30.5 21.8 24.5 19.2 26.9 41.5 50.6 42.6|23.1
Ireland 242 255 24.8 25.5 232 237 25.6 25.8 37.0 37.7 229 24.4 34.0 25.3 23.4 27.7 3477 25.0 24.6 25.1 249 24.0 23.9 36.7 26.1 31.1 23.5 25.1 23.9 32.0 42.0 51.1 43.2(27.2
Ttaly 237 248 8.0 9.8 21.6 232 21.8 252 36.2 36.9 224 19.6 14.0 13.9 15.2 27.1 339 244 17.5 245 14.6 169 21.2 359 25.6 30.4 26.4 245 19.4 31.5 48.2 50.2 42.3(22.6
Latvia 242 255 82 10.1 221 23.7 223 25.8 37.0 37.7 229 20.1 14.4 34.0 15.5 27.7 347 25.0 17.9 25.1 15.0 17.3 21.7 36.6 26.1 31.1 224 25.1 19.8 27.5 42.0 57.5 43.2(23.9
Lithuania 238 252 7.8 97 21.7 233 22.0 25.5 36.6 37.3 22.6 19.7 14.0 33.6 13.9 273 343 24.6 17.6 247 14.6 16.9 21.3 36.3 25.8 30.7 22.0 24.8 19.5 27.1 41.7 57.1 42.8(23.5
Luxembourg 224 237 64 83 203 21.9 20.5 24.0 352 359 21.2 183 12.6 322 12.5 13.8 329 23.2 16.1 233 13.2 15.5 199 349 244 29.3 16.1 23.3 18.0 25.7 40.3 46.2 41.4|21.6
Malta 329 242 335 34.1 32.1 32.5 342 33.4 351 352 31.8 33.1 34.0 32.0 33.9 323 314 33.1 33.3 322 33.6 32.8 32.7 342 323 34.2 323 30.5 32.7 329 46.6 55.0 57.8|32.8
Netherlands 26.0 27.4 10.0 11.9 239 255 242 27.6 38.8 39.5 24.8 219 16.2 35.8 16.1 17.4 29.5 36.5 19.8 26.9 16.8 19.1 23,5 38.5 28.0 329 28.7 269 21.6 33.8 439 49.8 41.6(25.3
Poland 237 250 7.7 9.6 21.6 232 21.8 25.3 36.5 37.2 22,5 19.6 13.9 33.5 13.8 15.1 27.2 342 245 24.6 14.5 16.8 21.2 36.2 25.7 30.6 21.9 24.6 19.3 27.0 48.5 50.6 42.7(23.3
Portugal 22.8 241 25.1 87 20.7 223 20.9 244 355 36.3 21.5 18.7 13.0 32.6 129 14.1 26.3 33.3 23.6 16.5 13.6 159 20.3 35.2 24.7 29.7 23.8 23.7 24.2 244 441 56.1 41.8|22.8
Romania 241 254 8.1 10.0 22.0 23.6 22.2 25.7 36.8 37.6 22.8 19.9 14.2 33.8 14.1 154 27.5 345 248 17.8 25.0 17.2 21.6 36.5 26.0 31.0 22.2 33.0 285 31.9 41.9 51.0 46.5(23.8
Slovakia 26.0 27.4 10.0 11.9 239 255 242 27.6 38.8 39.5 24.8 21.9 16.2 35.8 16.1 17.4 29.5 36.5 26.8 19.8 26.9 16.8 23.5 385 28.0 329 242 269 21.6 249 439 53.0 45.0(25.6
Slovenia 27.0 282 11.2 13.1 249 26.5 25.1 28.6 39.6 40.3 25.7 229 17.3 36.7 17.2 18.4 30.4 37.3 27.7 20.8 279 17.9 20.2 39.3 289 33.8 20.7 27.9 22.7 30.4 44.7 60.1 45.8(26.4
Spain 220 233 60 7.9 199 21.5 20.1 23.6 34.7 355 20.8 17.9 12.2 31.8 12.1 134 255 32,5 22.8 15.7 229 12.8 151 19.5 23,9 289 15.7 229 17.6 20.8 46.8 48.9 44.4|20.9
Sweden 22.7 240 6.7 8.6 20.6 22.2 20.8 243 354 36.2 21.4 18.6 12.9 32,5 12.8 14.0 26.2 33.2 23.5 164 23.6 13.4 15.8 20.2 35.1 29.6 20.9 23.6 18.3 30.5 40.5 46.4 38.2|21.9
UK 28.0 23.7 28.6 29.2 27.1 27.5 29.3 28.4 351 358 26.8 28.1 29.1 32.1 29.0 27.2 26.3 32.8 28.1 28.3 27.2 28.6 27.8 27.7 34.8 27.3 27.3 25.5 27.7 30.2 40.2 49.3 37.9(29.0
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Croatia 23.6 249 12.6 9.5 258 231 21.7 29.3 39.9 47.6 22.3 19.4 13.7 40.8 183 149 431 341 243 21.8 41.0 19.0 21.2 254 46.7 29.6 30.5 36.5 23.6 269 41.4 569 59.6|26.8
Norway 21.1 22.8 123 6.8 19.2 20.8 19.7 22.7 340 348 20.1 17.3 112 31.2 11.4 129 24.8 31.5 24.6 14.8 22.1 21.3 14.4 18.6 33.7 23.1 279 285 21.4 29.0 39.0 44.8 46.8(21.3
Switzerland 234 247 124 93 213 229 21.6 250 362 36.9 222 193 13.6 332 135 14.8 26.9 33.9 242 172 243 235 165 20.9 359 254 30.3 21.6 244 31.2 41.3 504 42.4[23.3
Turkey 445 249 14.6 9.5 30.1 23.1 21.7 37.5 47.0 47.6 22.3 19.4 13.7 445 23.0 149 31.1 341 24.3 263 41.0 283 21.2 29.7 39.6 37.8 30.5 26.3 40.5 50.1 55.4 50.5 49.4(29.0
Canada 25.8 22,9 12.6 7.5 23.8 21.1 19.8 31.5 37.9 38.6 20.4 17.5 11.8 425 16.4 13.0 251 32.1 29.8 289 30.8 17.0 19.3 23.4 44.8 27.7 28.5 19.8 26.5 21.7 29.4 45.4 40.6|24.8
Japan 38.7 30.2 39.2 39.7 37.9 383 39.8 39.1 40.7 45.1 37.7 38.9 39.6 385 39.6 38.1 37.3 38.1 38.9 39.0 38.6 39.3 38.6 40.2 40.7 38.2 39.8 38.1 36.2 38.5 38.7 40.5 39.4|38.9
USA 32,5 23.8 331 337 31.7 321 33.8 33.0 37.7 34.8 31.4 327 33.6 348 335 319 30.9 31.8 327 32.9 31.8 332 324 323 40.9 31.9 33.8 319 343 323 325 39.2 41.9 32.9

Mean (EU27) 249 257 123 132 22.9 24.4 23.0 26.4 369 37.5 23.7 21.4 163 33.9 167 17.5 27.9 34.6 258 19.7 25.6 17.2 19.0 22.6 36.6 26.6 31.3 23.1 26.2 21.8 29.7 43.9 522 44.3
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Table 24 EATR when the subsidiary is financed by debt, 2007

only corporation taxes, weighted average of parent finance

.
j =
% = B = .g %b é = < - g S
from
Austria 27.5 122 13.8 21.2 225 222 243 324 33.7 21.7 20.6 16.6 30.0 16.5 16.8 24.8 30.0 23.6 18.8 23.3 169 18.2 21.2 32.6 24.1 281 18.4 25.7 19.2 28.3 35.8 42.4 36.2(22.8
Belgium 22.7 12.6 133 21.4 2277 229 23.8 324 33.6 21.9 21.0 16.3 30.2 169 17.6 25.0 29.4 28.7 18.6 23.3 17.0 18.5 21.0 32.5 24.0 27.6 21.8 25.0 19.5 28.4 35.6 41.8 35.5(22.9
Bulgaria 19.9 24.3 10.7 18.1 194 19.1 21.1 29.2 30.6 18.6 17.5 13.5 26.8 13.5 13.7 21.7 26.8 20.5 15.7 20.2 13.8 15.1 18.1 29.5 21.0 25.0 18.1 30.6 188 21.9 34.7 39.0 51.5|20.1
Cyprus 19.5 24.0 8.7 17.7 19.0 18.6 20.7 289 30.2 182 17.1 13.1 264 13.0 13.2 21.3 26.4 20.0 153 19.8 134 14.7 17.6 29.1 20.6 24.6 21.1 22.2 15.6 24.8 38.7 46.6 32.7|19.7
Czech Republic 22.8 27.2 12.0 135 22.3 219 24.0 322 33,5 21.5 204 16.4 29.7 16.3 16.5 24.6 29.7 23.3 18.6 23.1 16.6 18.0 20.9 324 239 279 21.3 25.5 18.9 25.0 35.6 42.2 36.0|22.7
Denmark 23.0 27.5 122 13.8 21.2 222 243 324 337 21.7 20.6 16.6 30.0 16.5 16.8 24.8 30.0 23.6 18.8 23.3 16.9 182 21.2 32.6 24.1 28.1 21.5 25.7 19.2 28.3 35.8 42.4 339|228
Estonia 30.8 34.3 25.1 23.6 29.4 30.4 31.8 38.1 39.2 325 28.9 25.8 36.2 28.5 25.9 322 36.2 31.2 30.2 33.8 28.7 27.0 29.4 38.3 31.7 34.8 323 329 27.8 35.3 43.5 547 43.8(31.3
Finland 232 27.7 124 14.0 21.5 22.7 224 32.6 339 22.0 20.8 16.8 30.2 16.8 17.0 25.1 30.2 23.8 19.0 23.6 17.1 184 21.4 329 243 284 21.7 26.0 19.4 28.6 36.0 42.6 34.1|23.0
France 26.1 30.5 15.5 17.0 244 25.6 25.3 274 36.7 249 23.8 199 33.0 19.8 20.0 27.9 33.0 26.7 22.0 26.5 20.1 21.4 243 35.6 27.2 31.2 24.7 28.8 223 31.5 38.8 43.1 39.2|25.6
Germany 282 32.6 17.6 19.1 26.4 27.7 27.3 294 374 26.9 25.8 219 35.0 21.8 22.1 30.0 35.0 28.7 24.1 285 222 234 26.4 37.6 29.3 33.2 26.8 30.9 244 33.6 40.8 47.3 38.9|27.6
Greece 23.0 27.5 23.6 243 22.0 22.5 244 243 324 33.7 23.5 242 30.0 241 222 24.8 30.0 23.6 23.4 23.3 23.7 22.8 227 32.6 241 28.1 22.3 25.7 22.0 283 45.3 46.6 49.7|25.4
Hungary 224 269 11.6 13.1 20.6 21.9 21.5 23.6 31.8 33.1 21.1 16.0 29.3 159 16.1 24.2 29.3 229 182 22.7 163 17.6 20.5 32.0 23.5 27.5 209 25.1 185 24.6 352 41.8 35.6(22.3
Ireland 24.2 28.7 24.8 255 23.2 23.7 25.6 25.5 33.7 349 229 24.8 31.2 253 23.4 26.0 31.2 24.8 24.6 24.6 249 24.0 239 33.9 253 29.4 235 27.0 23.2 29.5 37.0 43.6 37.5|26.5
Ttaly 274 319 169 18.4 25.7 26.9 26.6 28.7 36.7 38.0 26.2 25.1 21.2 21.1 21.3 29.2 343 28.0 23.3 27.8 21.4 227 25.6 36.9 28.5 325 29.1 30.1 23.7 329 44.8 46.6 40.5|27.0
Latvia 20.7 25.2 10.0 11.5 19.0 20.2 199 22.0 30.1 31.5 19.5 18.3 144 27.7 145 22.6 27.7 21.3 16.5 21.1 14.6 159 189 30.4 21.8 259 19.2 23.5 16.9 23.0 33.5 46.1 34.0|20.8
Lithuania 21.4 259 10.6 122 19.6 20.9 20.6 22.7 30.8 32.1 20.1 19.0 15.0 28.4 14.9 232 284 22.0 17.2 21.8 15.3 16.6 19.6 31.1 22.5 26.6 19.9 242 17.6 23.7 342 457 34.6|21.5
Luxembourg 24.0 28.5 133 14.8 22.3 235 23.2 253 33.5 34.8 22.8 21.6 17.7 31.0 17.6 17.8 31.0 24.6 19.8 244 17.9 19.2 222 33.7 252 29.2 194 26.8 20.2 26.3 36.9 41.3 37.3|23.8
Malta 329 30.6 33.5 34.1 32.1 32.5 34.2 33.4 35.1 36.0 31.8 33.4 34.0 325 339 323 314 33.1 33.3 322 33.6 32.8 32.7 349 323 34.2 32.3 333 32.0 329 428 48.9 50.2|33.2
Netherlands 23.1 27.6 123 139 21.3 22.6 223 244 325 33.8 21.8 20.7 16.7 30.1 16.6 16.9 24.9 30.1 189 234 17.0 18.3 21.3 32.8 24.2 283 24.7 259 19.3 284 359 404 34.0|229
Poland 21.6 26.1 109 124 199 21.1 20.8 229 31.0 32.4 204 19.2 153 28.6 152 154 235 28.6 222 22.0 155 16.8 19.8 31.3 22.8 26.8 20.1 24.4 17.8 239 39.2 41.0 34.9|21.6
Portugal 23.3 27.8 25.1 14.1 21.6 22.8 225 24.6 32.8 34.1 221 209 17.0 30.3 169 17.1 25.2 30.3 239 19.1 17.2 18.5 21.5 33.0 24.4 28.5 23.8 26.1 23.5 24.4 38.5 47.0 36.6|23.6
Romania 21.0 254 10.2 11.7 19.2 20.4 20.1 22.2 304 31.7 19.7 18.5 14.6 27.9 14.5 147 22.8 279 21.5 168 21.3 16.1 19.1 30.6 22.1 26.1 19.5 29.2 23.2 26.3 33.7 40.3 36.5|21.0
Slovakia 21.6 26.1 109 124 199 21.1 20.8 229 31.0 324 204 19.2 153 28.6 152 154 235 28.6 222 174 22.0 155 19.8 31.3 22.8 26.8 20.1 24.4 17.8 20.8 344 41.0 34.9(21.7
Slovenia 232 27.6 12.6 141 21.5 22.7 224 244 325 33.8 22.0 20.8 169 30.1 16.8 17.0 25.0 30.1 23.8 19.1 235 17.2 18.4 32.7 243 28.3 18.6 25.9 19.4 25.5 35.9 46.7 36.3|23.1
Spain 26.5 31.0 15.8 17.3 24.8 26.0 25.7 27.8 36.0 37.3 253 24.1 20.2 33.5 20.1 20.3 28.4 33.5 27.1 224 269 20.4 21.7 24.7 27.7 31.7 21.9 29.3 227 25.7 44.1 46.0 42.1]|26.0
Sweden 23.5 28.0 12.7 143 21.8 23.0 22.7 24.8 33.0 342 223 21.1 17.1 30.5 17.1 17.3 25.4 30.5 241 19.3 239 17.4 187 21.7 33.2 28.7 22.0 26.3 19.7 28.9 36.3 40.8 34.4(23.3
UK 28.0 28.6 28.6 29.2 27.1 27.5 29.3 28.4 33.6 34.8 26.8 28.5 29.1 31.1 29.0 27.2 26.3 31.1 28.1 28.3 27.2 28.6 27.8 27.7 33.8 27.3 27.3 284 27.0 29.5 36.9 43.5 35.0(29.0
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Croatia 21.9 263 14.5 12.6 23.1 21.3 21.0 259 33.7 39.6 20.6 19.5 15.5 33.9 18.6 15.6 34.9 28.8 22.4 20.8 33.7 18.9 20.2 23.0 38.7 25.8 27.0 32.8 21.1 24.1 34.7 455 50.3|24.4
Norway 221 27.0 16.4 12.8 20.6 21.9 21.8 23.4 31.8 33.1 21.1 20.1 15.7 29.4 16.0 16.4 242 29.1 24.6 18.0 22.6 22.6 17.6 20.4 32.0 23.4 27.2 27.1 21.6 27.6 35.1 39.4 40.0|22.6
Switzerland 22.2 26.6 14.8 12.9 20.4 21.6 21.3 23.4 31.6 32.9 209 19.8 158 29.1 157 159 24.0 29.1 22.7 18.0 22.5 22.4 17.3 20.3 31.8 23.3 27.3 20.7 24.9 27.5 35.0 41.5 35.4(22.4
Turkey 36.3 263 159 12.6 26.0 21.3 21.0 31.6 38.5 39.6 20.6 19.5 15.5 36.4 21.8 15.6 26.5 28.8 22.4 23.9 337 253 20.2 26.0 33.9 31.5 27.0 23.5 35.6 44.5 45.9 412 39.8(25.8
Canada 27.0 28.6 18.1 14.9 253 23.6 23.3 31.0 36.0 37.2 22.8 21.7 17.7 38.7 20.9 17.9 26.0 31.1 29.8 29.2 30.2 21.2 22.4 253 41.0 28.1 29.3 22.6 29.6 23.3 29.4 41.4 37.4(26.6
Japan 38.7 36.5 39.2 39.7 37.9 383 39.8 39.1 40.7 44.4 37.7 39.2 39.6 38.8 39.6 38.1 37.3 38.1 389 39.0 38.4 39.3 38.6 39.6 41.1 38.2 39.8 38.1 39.1 37.8 38.7 40.5 39.4(39.1
USA 32,5 30.2 33.1 33.7 31.7 32.1 33.8 33.0 36.7 35.6 31.4 33.0 33.6 34.4 33.5 31.9 30.9 31.8 327 32.9 31.8 332 32.4 323 39.3 31.9 33.8 31.9 35.8 31.6 32.5 37.7 40.0 33.1

Mean 24.0 28.0 15.8 16.6 22.4 23.5 23.2 252 32.8 340 229 221 185 30.3 19.0 18.8 255 30.4 24.7 20.7 24.4 192 20.0 22.4 33.0 25.0 28.7 22.7 27.0 21.1 27.4 37.8 44.1 38.0
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The variation in the rows of Table 22 also reflects home and host country taxation. This means
that there is rather less variation for cases where the home country has a credit system compared
to where the home country has an exemption system. For example, when Austria is the home
country, within the EU the EATR varies from 7.0% for investment in Bulgaria to 36.5% in Ger-
many. When the UK is the home country, the EATR is 20.8% in Bulgaria (and 18.8% in Estonia)
and 35.8% in Germany. The higher figure for Belgium reflects the tax levied in the UK.

Although this variation does vary across home countries, the same host countries turn out to
have high EATRs as had high costs of capital: France, Germany and Spain consistently have high
EATRs as host countries; the members of the EU 12 consistently have low EATRs as host coun-
tries. This matches the pattern for domestic investment shown in Table 12.

A similar pattern arises in Table 23, where the subsidiary is financed by new equity. Here, the
taxation of the dividend from the subsidiary to the parent plays a still more important role. How-
ever, there are slightly smaller differences in the average EATR between potential host countries.
These differences are smaller still for the case in which the subsidiary is financed by debt, shown
in Table 24.

3.2.2 Summary Tables for 2007

Tables 25 and 26 summarise the information on EATRs following the approach of Tables 18 and
19. Table 25 presents summary EATRs for outbound and inbound investment based on the un-
weighted average of the three types of subsidiary finance. Table 26 represents the “tax efficient”
case, based on choosing the type of subsidiary finance with the lowest EATR.

A broadly similar picture emerges as was present in considering the comparable table for costs of
capital, Table 18. First, given an unweighted average of the subsidiary’s sources of finance, the
EATR on cross border investment (24.2%) exceeds the EATR on domestic investment (22.3%).
As with Table 18, Table 25 therefore seems to confirm the results of OECD (1991) that cross-
border investment is, on average, taxed more heavily than domestic investment. Again, however,
this needs to be checked against the tax efficient form of financing the subsidiary; the results of
this case are presented in Table 26.

Also, overall the system still appears much closer to source country taxation. For example, there
is considerable variation across countries in whether outbound investment is more favourably
treated than domestic investment; again this reflects the fact that there is a relatively limited role
for home country taxes. Thus, high tax countries, such as Germany and France, face substantially
lower tax rates on outbound investment. Low tax countries, such as Bulgaria and Cyprus, face
much higher tax rates on outbound investment.

The final column indicates that there is considerable variation across host countries for a given
home country. This is also indicated clearly in column 2. Once again the new EU 12 countries
tend to offer lower EATRs for inbound investors, while the larger developed countries tend to
offer much higher EATRS.
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Table 25
Average of EATR (in %) by country, average over sources of subsidiary finance, in 2007,
only corporation taxes, weighted average of parent finance

EU average EU standard deviation per country
Domestic Inbound Outbound Inbound Outbound

Austria 23.0 24.4 22.4 2.9 8.2
Belgium 25.3 26.4 20.6 2.3 8.3
Bulgatia 8.8 13.0 23.3 6.8 7.6
Cyprus 10.6 13.9 22.8 6.2 7.8
Czech Republic 21.0 22.6 244 3.1 8.2
Denmark 22.5 24.0 22.4 2.9 8.2
Estonia 17.3 20.4 35.2 2.6 6.4
Finland 24.5 25.9 22.3 2.8 8.2
France 34.4 35.5 23.0 2.1 7.6
Germany 35.5 36.3 23.9 2.0 7.6
Greece 21.7 233 25.3 3.1 4.6
Hungary 19.5 21.5 22.7 3.6 8.2
Ireland 144 16.8 26.5 4.9 4.7
Ttaly 31.8 32.7 23.8 2.1 7.8
Latvia 14.3 17.1 22.8 5.1 8.0
Lithuania 15.2 17.7 22.7 4.4 8.1
Luxembourg 25.9 27.1 22.2 2.5 8.2
Malta 32.2 33.1 31.3 2.2 2.0
Netherlands 23.7 25.3 24.4 2.8 8.2
Poland 17.4 19.8 22.6 4.2 8.1
Portugal 23.7 25.1 22.9 2.9 7.6
Romania 14.8 17.6 22.7 4.9 8.0
Slovakia 16.8 19.1 24.2 4.1 8.1
Slovenia 20.7 22.4 25.1 3.3 8.1
Spain 34.5 35.3 22.5 2.1 7.8
Sweden 24.6 26.0 22.3 2.7 8.2
UK 29.3 30.4 27.9 2.4 2.9
EU mean 22.3 24.2 24.2 34 7.3
EU std. dev. overall 7.3 6.5 3.1

Croatia 17.2 22.3 254 3.7 10.5
Norway 26.4 26.2 21.6 3.1 7.5
Switzerland 18.8 21.3 22.8 3.6 7.6
Turkey 18.0 27.5 27.0 3.1 10.7
Canada 36.0 40.9 24.8 3.1 9.4
Japan 41.7 48.0 36.4 3.3 2.3
USA 36.9 414 31.3 4.8 2.7

Note. These are averages across either host (for outbound) or home (for inbound) countries of an overall EATR.
This overall EATR is found by taking an unweighted average of each element of Tables 22, 23 and 24. The averages
only comprise investments from all EU countries (outbound) or into all EU countries (inbound).
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Table 26
Average of EATR (in %) by country, optimal sources of subsidiary finance, in 2007,
only corporation taxes, weighted average of parent finance

EU average EU standard deviation per country
Domestic Inbound Outbound Inbound Outbound

Austria 23.0 22.8 21.2 2.4 7.4
Belgium 25.3 25.2 18.9 2.2 8.3
Bulgatia 8.8 10.8 20.0 6.0 5.5
Cyprus 10.6 11.9 19.5 5.2 5.6
Czech Republic 21.0 21.0 22.7 2.6 6.3
Denmark 22.5 22.3 21.3 2.4 7.4
Estonia 17.3 14.9 31.3 2.3 4.2
Finland 24.5 241 21.2 2.3 7.5
France 34.4 32.6 21.2 2.0 7.8
Germany 35.5 33.8 21.5 1.9 7.7
Greece 21.7 21.7 23.6 2.9 4.8
Hungary 19.5 19.9 21.3 2.9 6.9
Ireland 144 15.2 24.9 4.1 4.8
Ttaly 31.8 30.1 21.7 2.0 8.0
Latvia 14.3 15.5 20.5 4.5 6.1
Lithuania 15.2 16.1 20.9 3.6 6.4
Luxembourg 25.9 24.9 21.0 2.2 7.9
Malta 32.2 30.2 27.9 2.2 3.4
Netherlands 23.7 23.6 22.5 2.3 6.3
Poland 17.4 18.2 20.9 3.7 6.6
Portugal 23.7 23.4 21.7 2.7 7.0
Romania 14.8 16.0 20.6 4.3 6.2
Slovakia 16.8 17.5 214 3.4 6.0
Slovenia 20.7 20.8 22.8 2.7 6.1
Spain 34.5 32.7 20.6 2.0 8.0
Sweden 24.6 241 21.2 2.3 7.7
UK 29.3 28.2 25.6 2.1 4.1
EU mean 22.3 22.1 22.1 2.9 6.4
EU std. dev. overall 7.3 6.4 2.6

Croatia 17.2 20.4 23.5 3.3 8.2
Norway 26.4 24.8 20.3 2.6 7.2
Switzerland 18.8 19.6 214 3.0 6.4
Turkey 18.0 24.8 24.9 2.9 8.3
Canada 36.0 37.4 22.9 3.1 8.7
Japan 41.7 43,9 31.3 3.3 3.4
USA 36.9 37.7 27.9 4.7 3.9

Note. These figures are based on the most tax-efficient means of financing the subsidiary - that is retained earnings,
new equity or debt. This is found by taking the minimum EATR for each element in Tables 22, 23 and 24. Averages
are then constructed across either host (for outbound) or home (for inbound) countries. The averages only comprise
investments from all EU countries (outbound) or into all EU countries (inbound).

Table 26 indicates that, if the source of finance of the subsidiary is chosen to minimise the
EATR, then, on average again, the domestic EATR is higher than the cross-border EATR: the
average EATR for inbound and outbound investment is now slightly lower than in Table 25, at
only 22.1%. However, once again, this comparison hides significant variation.

In fact the pattern on EATRs in Table 26 bears much more similarity to the pattern in Table 25
than the comparable comparison for costs of capital (in Tables 18 and 19). There is clearly an
advantage to using tax-favoured forms of finance, which is why the average EATR is lower in
this case. But the tax advantage to the use of debt finance is less significant for the EATR than it
is for the cost of capital. As in previous cases, this is because there is another important factor
here - the taxation of the economic profit generated. The tax rate on this profit reduces the im-
pact of interest deductibility. Thus, the results in Table 26 also imply that the EU tax system is
most close to a source-based system.
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3.2.3 The Development over Time

The development over time of the cross-border EATRs follows a similar pattern to that for the
costs of capital. Table 27 shows the position for inbound investment and Table 28 for outbound
investment. Table 27 indicates that the average EATR for inbound investment has fallen in every
EU country. In some countries, this has been a very significant fall (for example, in Lithuania,
from 37.3% in 1998 to 17.9% in 2007).

Table 28 indicates that the same is broadly true for outbound investment. The average EATR for
outbound investment fell in 23 countries, and rose only in Estonia (slightly) and in Germany. The
German case paradoxically reflects the German tax reform which took effect in 2001. Germany
only taxes a small proportion of foreign source dividends. A reduction in the German tax rate
would therefore slightly reduce the overall tax rate on such income. But it also reduces the value
of interest deductibility in Germany, raising the EATR when the German parent is financed by
debt.
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Table 27

Average EATR (in %) by country for inbound investment from the EU in 2007,
average over sources of subsidiary finance, only corporation taxes, weighted average of parent finance

; E
= o — 4

EU25
1998 34.2 38.9 29.9 32.3 33.2 25.8 29.2 42.8 41.8 32.1 28.1 18.0 36.3 29.4 37.3 36.6 33.3 34.8 37.2 45.1 42.1 28.7 40.6 27.2 31.5
1999 33.4 38.6 29.2 30.3 29.2 25.1 28.7 40.4 41.5 31.5 27.8 17.8 35.9 28.6 36.6 36.2 32.7 34.4 34.5 44.3 41.7 27.8 40.3 26.5 30.2
2000 33.6 38.6 29.1 28.8 29.3 24.3 29.6 39.1 41.6 31.7 27.8 17.0 35.1 28.7 33.2 36.5 32.8 34.5 31.8 37.2 32.1 27.8 40.7 26.4 30.0
2001 35.3 38.4 28.8 28.9 28.3 24.6 29.8 38.5 38.0 32.0 28.1 16.7 34.5 29.1 33.1 36.8 33.2 34.4 30.5 37.2 31.9 28.2 40.1 26.3 30.3
2002 35.3 38.6 28.9 28.7 28.3 24.2 29.8 37.4 38.2 32.0 27.7 17.4 38.2 27.0 26.4 30.9 33.4 34.2 30.4 35.3 28.7 28.2 40.2 26.0 30.8
2003 35.0 33.8 19.6 28.7 28.3 24.1 29.8 38.5 39.3 32.0 28.8 18.3 36.6 25.0 25.1 30.9 33.4 34.0 29.4 35.1 28.2 27.4 39.6 25.2 30.8
2004 32.5 30.9 18.6 26.5 28.5 24.0 29.0 36.3 37.0 32.1 21.2 17.9 33.1 18.2 16.7 28.2 33.6 33.1 20.3 26.7 19.8 23.7 37.7 25.4 31.0
2005 25.0 30.7 15.0 24.6 26.8 22.2 26.4 35.9 36.9 29.1 19.8 17.6 32.9 17.9 16.4 28.0 33.4 30.4 20.0 26.3 19.7 24.0 37.6 26.4 30.7
2006 24.7 26.8 14.7 22.8 26.5 21.3 26.1 35.4 36.4 26.6 19.2 17.3 32.7 17.7 18.7 27.2 33.2 28.5 19.8 26.1 19.4 23.7 37.4 26.1 30.4
2007 24.6 26.5 14.2 22.7 24.1 20.5 26.0 B5 36.4 23.4 21.6 17.0 32.7 17.4 17.9 271 33.2 25.4 19.9 25.2 19.3 22.5 35.4 26.0 30.4

EU27
2005 25.2 31.0 17.4 14.7 24.9 26.6 22.1 26.6 36.1 37.2 29.1 19.9 17.4 33.2 18.1 16.1 28.1 33.3 30.4 20.2 26.7 231 20.0 241 37.8 26.7 30.6
2006 25.0 271 17.2 14.5 23.2 26.4 21.2 26.3 35.6 36.7 26.5 19.4 17.2 33.1 17.8 18.5 27.3 332 28.6 20.0 26.4 23.0 19.8 23.9 37.7 26.5 30.3
2007 24.4 26.4 13.0 13.9 22.6 24.0 20.4 25.9 35.5 36.3 23.3 21.5 16.8 32.7 17.1 17.7 271 33.1 25.3 19.8 25.1 17.6 19.1 22.4 35.3 26.0 30.4
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Table 28

Average EATR (in %) by country for outbound investment in the EU in 2007,
average over sources of subsidiary finance, only corporation taxes, weighted average of parent finance

4 £
= o — 4

EU25
1998 34.4 32.6 37.2 30.6 30.8 35.3 30.3 30.0 23.7 35.0 33.5 32.4 30.3 35.7 49.5 31.2 37.1 33.3 35.0 5.5 37.7 37.4 37.2 30.4 32.4
1999 33.9 32.4 36.7 30.0 30.6 35.0 30.0 30.4 22.8 34.9 33.1 31.5 30.1 35.3 37.0 31.0 36.4 33.1 33.6 33.0 37.4 35.8 371 30.1 31.9
2000 32.7 31.2 35.2 30.0 29.2 46.1 28.7 29.2 21.3 33.2 32.3 29.8 27.8 34.5 35.7 29.5 35.7 354 31.4 31.8 32.6 34.9 30.0 28.6 30.7
2001 323 30.4 34.7 29.4 28.9 45.3 28.4 28.9 29.8 32.9 31.6 29.4 27.7 33.3 34.7 29.2 34.8 349 30.7 30.9 32.0 34.4 29.6 28.3 30.4
2002 31.7 29.8 339 28.7 28.3 449 27.7 28.7 29.2 32.6 31.0 30.2 30.3 323 32.5 28.9 34.1 29.9 30.3 30.1 31.0 33.8 29.1 27.7 29.5
2003 30.9 29.0 34.1 27.8 27.5 43.8 26.9 27.9 28.4 2.3 30.2 29.2 29.5 31.3 31.0 28.1 34.7 29.1 29.8 29.9 30.0 31.5 28.0 26.9 29.2
2004 27.6 25.9 25.6 27.4 25.0 39.6 25.0 25.7 26.6 31.8 25.7 28.6 26.5 25.7 25.8 25.0 31.7 27.6 26.1 25.1 271 27.3 25.2 25.2 28.9
2005 24.2 24.9 24.7 26.3 24.1 37.5 24.1 24.7 25.6 29.8 24.7 27.7 25.5 24.6 24.7 24.0 31.6 26.4 25.3 24.1 26.0 26.2 24.2 24.1 28.5
2006 23.8 22.0 24.3 25.8 23.7 36.7 23.7 24.3 25.2 27.7 24.3 27.2 25.1 24.2 24.1 23.6 31.4 26.0 24.7 23.7 25.6 25.9 23.8 23.7 28.1
2007 23.3 21.4 23.8 25.3 23.3 35.8 23.2 23.8 24.7 25.6 23.6 26.7 24.6 23.7 23.6 23.1 31.4 25.3 23.5 23.2 25.1 26.0 23.3 23.2 28.1

EU27
2005 23.8 24.3 27.5 24.1 25.8 23.6 37.3 23.6 24.3 25.0 29.7 24.0 27.4 25.0 24.1 24.1 23.4 31.6 25.8 24.7 24.1 27.0 25.5 25.6 23.7 23.6 28.3
2006 23.4 21.4 271 23.7 25.3 23.2 36.5 23.2 23.9 24.6 27.7 23.7 26.9 24.7 23.7 23.6 23.0 31.4 25.4 24.2 23.7 26.7 25.1 25.2 23.3 23.2 28.0
2007 22.4 20.6 23.3 22.8 24.4 22.4 35.2 22.3 23.0 23.9 25.3 22.7 26.5 23.8 22.8 22.7 22.2 31.3 24.4 22.6 22.9 22.7 24.2 25.1 22.5 22.3 27.9
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4 EFFECTIVE TAX RATES FOR SMALL AND MEDIUM-SIZED ENTERPRISES
(SMEs)

This section presents estimates of the costs of capital and effective average tax rates which apply
to small and medium sized enterprises. We consider enterprises which have corporate form and
which face a corporation tax, although the tax facing the firm may be different from the standard
case analysed above. We also analyse enterprises organised as partnerships.

In Section 4.1 we first outline special tax regimes which apply in each country. Nine of the EU 27
have special regimes applying to incorporated SMEs: these regimes are described in Section 4.1.1.
The Nordic countries also have special regimes, which are described in Section 4.1.2. Finally, Sec-
tion 4.1.3 described the taxation of partnerships in 6 countries. In Section 4.2, we present meas-
ures of the cost of capital, the EMTR and the EATR. We compare the position of small and me-
dium sized enterprises with the large corporations discussed in Section 4.2.1, and compare the
different forms of small and medium-sized enterprises in 4.2.2.

4.1 Description of Relevant Tax Regulation for SMEs
4.1.1 Incorporated SMEs: Special Tax Regimes

According to the European Commission’s Recommendation 2003/361/EC, small and medium
sized enterprises are characterized by the staff numbers, the turnover and the balance sheet total.
However, it is difficult to use these definitions in order to classify specific taxation rules for small
and medium sized entities. For instance, the application of such specific rules often depends on
the size of taxable profits. Therefore, we calculate effective tax rates for the most favourable case,
ie. we assume that all requirements for being eligible for the special tax regimes are fulfilled or —
when progressive tax rates are applicable — we consider only the lowest tax rate.

There are three types of designing a special tax regime. Compared to big corporations, small and
medium sized enterprises can be privileged by means of lower statutory corporate income tax
rates, a modified corporate income tax base or a tax relief from other taxes. In the overview on
the tax regimes provided below we not only consider special tax regimes for SME but also pro-
gressive tax schedules for companies. Note that only 9 EU countries have special regimes; of
these 7 are EU 15 members. Only Hungary and Lithuania of the EU 12 apply a special regime.

Belgium

In Belgium the statutory corporate income tax rate is reduced under certain conditions in 2005
and 2007. The following conditions have to be fulfilled:

- Salary of at least one board member must exceed € 33,000 (in 2005: € 27,000).

- A holding participation must be less than 50% of the enterprise’s equity and a participa-
tion of another company must be less than 50%.

- Dividend distribution has to be less than 13% of the enterprise’s capital.

- The enterprise should not be part of a group that has a coordination centre.

The tax rates are:

Taxable profit Tax rate
0 - €25,000 24.25%

€ 25,001 - €90,000 31.00%

€ 90,001 - €322,500 34.50%

> € 322,500 33.00%

For the calculation of the effective tax level, we consider the first tax bracket of 24.25% which is
the lowest statutory tax rate applicable. In combination with the crisis surcharge of 3%, the tax
rate considered is 24.98%.
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In 2007, companies can deduct notional interest expenses from their taxable profits. The deduc-
tion is based on the company’s equity and calculated by multiplying the equity by a fixed percent-
age determined by the government. In 2007, the general rate is 3.8%. For small- and medium-
sized companies the interest percentage is increased by 0.5 percentage points up to 4.3%.

France

In 2005 and 2007, corporations with an annual turnover of less than € 763,000 or a taxable profit
less than € 2,289,000 are not subject to the social surcharge. The surcharge is levied on the in-
come part in excess of € 763,000. Therefore, the effective statutory tax rate amounts to 33.33%
instead of 34.33%.

Furthermore, the taxe professionnelle is capped. In 2005, enterprises with an annual turnover less
than € 21,350,000 are subject to a limitation of 3.5% of their value added. If the annual turnover
is between € 21,350,000 and € 76,225,000 the limitation is 3.8% of the value added. Enterprises
with an annual turnover over € 76,225,000 are subject to a limitation of 4% of the value added. In
2007, the taxe professionelle is generally capped at 3.5% of the value added. Since assumptions
on companies’ average value added might be of a speculative nature, for the calculation of effec-
tive tax levels we assume the case where the limitation is already applied. Thus, an additional in-
vestment is effectively not taxed by the taxe professionnelle.

Germany

In 2005 and 2007, small and medium-sized corporations are taxed in the same way as large cor-
porations. However, a company may set up a reserve for a new investment in fixed assets up to
40% of the expected acquisition cost. In 2007, the new investment must be carried out within
three years. The firm’s working capital must not exceed € 235,000. Additionally, the reserve may
not exceed € 200,000. The investment reserve is dissolved and charged against ordinary deprecia-
tion plus a maximum 20% allowance in the year of acquisition (ie. when the first depreciation
allowance is granted).

Hungary

In 2005 and 2007, there is a reduced corporate income tax rate of 10% on taxable profits up to
HUF 5m. For the 10% rate the following conditions have to be fulfilled:

- The annual turnover of the enterprise does not exceed € 50m;
- The balance sheet total is less than € 42m and
- The enterprise employs less than 250 persons.

Lithuania

In 2005 and 2007, there is a reduced corporate income tax rate of 13% if taxable profits are be-
low LTL 500,000. In 2007, however, a social tax rate of about 3% is imposed in addition to the
corporate tax. Additionally, accelerated depreciation is available. For both tax reliefs, the follow-
ing conditions have to be fulfilled:

The shareholder of the entities is not allowed to hold other participations.

Shareholders and their relatives do not hold more than 50% of shares in other com-
panies.

One shareholder does not hold more than 50% of the shares in that company.

The enterprise employs less than 10 persons.

Luxembourg

In 2005 and 2007, there is a reduced statutory corporate income tax rate of 20% on taxable prof-
its up to € 10,000 and any excess is taxed at 26% if the total taxable profits are below € 15,000.
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Netherlands

In 2005, there is a reduced corporate income tax rate of 25.5% on taxable profits up to € 22,689.
In 2007, the reduced corporate income tax rate is 20% on taxable profits up to € 25,000 and
23.5% on the next € 35,000.

Spain

In 2005, there is a reduced corporate income tax rate of 30% on taxable profits up to € 120,202,
exceeding profits are taxed at 35%. However, there is a surcharge of 0.75% on the corporate in-
come tax liability, which is deductible from the taxable corporate income tax base. In 2007, in
accordance with the cut of the general corporate tax rate, the reduced rate decreases to 25%.

Furthermore, the local tax is not applicable for enterprises with a lower annual turnover than
€ 1m at consolidated accounting group level. In addition, accelerated deprecation is available if
the annual turnover is less than € 8m at consolidated accounting group level. The ordinary depre-
ciation rates are multiplied by a factor 2 (1.5 in case of intangible assets).

United Kingdom

In 2005 and 2007, reduced corporate income tax rates are applicable: The corporate income tax
rate on taxable profits up to £ 300,000 is 19%, profits between £ 300,000 and £ 1,500,000 are
taxed at 30%.

An additional first-year allowance of 40% to the regular depreciation for industrial buildings and
machinery is available if the annual profits do not exceed £ 300,000 in the previous and current
year as well.

Canada

In 2005 and 2007, a reduced combined corporate tax rate of about 18.62% is available for Cana-
dian controlled private corporations having active business income up to CAD 400,000. How-
ever, in the case of pure investment income such as interest income a higher rate of about
49.79% is imposed. Moreover, in 2007 in cases this small business tax rate of about 18.62% is
applied, the tax rate on dividends is 31.34% instead of 24.64%.

Japan

In 2005 and 2007, an additional first-year allowance for machinery of 30% to the regular depre-
ciation of 20.6% is available for companies with capital below JPY 100m and with less than 1,000
employees. Furthermore, a reduced corporate profit tax rate of about 22% and a reduced enter-

prise tax of about 5.5% are available if the company’s profit is below JPY 8m and the company’s
capital is below JPY 100m.

USA

In 2005 and 2007, reduced federal corporate income tax rates applies depending on the profit
amount. The federal corporate income tax rate is 15% up to a taxable profit of USD 50,000.

4.1.2 The Notrdic Dual Income Tax Systems

SMEs do not only profit from taxation systems compared to large companies. The Nordic Dual
Income Tax Systems tax (mobile) capital income at low rates and (immobile) labour income at
higher progressive rates. Within these systems, shareholders working at the same time actively in
the corporation have an incentive to declare labour income as low taxed capital income. Special
regulations depending on the corporation’s return on investment were introduced to prevent this
tax avoidance.

Finland and Sweden apply systems that tax that part of the return on investment that exceeds a
defined general rate of return at progressive tax rates. Since high rates of returns are rather the
case for fast growing small and medium enterprises than for large companies, these special regu-
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lations at the shareholder level are considered within this section. In the analysis in Section 4.2.1,
a (large) corporation with a moderate rate of return in total is considered.

Norway

The Norwegian system exempts dividend income from all corporations up to the ordinary yield
of the investment and taxes the amount exceeding this ordinary yield at 28%.

Finland

If a shareholder receives dividend income from a quoted corporation 70% of the income is tax-
able at the capital income tax rate at 28%; the remaining 30% are tax-exempt.

If an individual shareholder receives dividend income from a non-quoted corporation the tax rate
depends on rate of return of the underlying share. Up to a return of 9% of the share’s value, 30%
of this return is tax exempt as long as it does not exceed € 90,000; an exceeding amount is taxable
at 28%. That part of a dividend that exceeds the 9% return on investment is subject to progres-
sive tax rates; but again 30% of this part is tax-exempt income. The top progressive rate is 32%
based on national income tax plus 17.5% local tax in Helsinki. I.e. if one considers the extreme
case of an individual shareholder receiving a dividend on the respective investment in a corpora-
tion with a return above 9% the shareholder’s top tax rate is 34.65% (70% of 49.5%).

Sweden

In Sweden, individuals can claim a tax exemption of dividends from non-listed corporations. The
exemption is up to 70% of the official interest rate on government loans multiplied with the ac-
quisition cost of the shares.

If a shareholder works actively and to a substantial degree in the company that part of the return
on investment that exceeds the interest rate on government loans plus 7 percentage-points
(13.54% in 2007) is subject to progressive rates. The shareholder’s top tax rate then is 55.12%
comprising 25% national income tax plus the local tax of 30.12% in Stockholm.

4.1.3 Taxation of Partnerships

Many SMEs do not operate in the legal form of a corporation but are organised as partnerships.
Therefore, when considering the situation of SMEs, one also has to analyse the effective tax rate
a partnership faces at a location. There are two different tax principles applied to partnerships:

- Taxation as incorporated companies both at the level of the company and at the share-
holder level (corporation principle). In this event, in principle, the taxation of partner-
ships follows the same rules as the taxation of corporations and their shareholders.

- Taxation according to the transparency principle where each partner’s share of taxable
profits of the partnership is included immediately into the partner’s personal taxable in-
come.

Within this report, partnership taxation in six countries is considered.
France

Partnerships in France are taxed according to the transparency principle. In 2005, for an annual
income exceeding € 49,624 the income tax rate is 48.09%. In 2007, for an annual income exceed-
ing € 66,679 the income tax rate is 40%. Additionally, in 2005 and 2007, there are several social
surcharges, which amount to 8% and which are deductible up to 5.1% from the taxable income
base. However, for the purposes of taxe professionnelle and real estate tax, the partnership itself
effectively is subject to tax.

Germany

Partnerships in Germany are not subject to an income tax directly; instead the income is imputed
to the partners, ie., the transparency principle applies. In 2005 and 2007, the personal income tax
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on business income follows a progressive schedule from 0% to 42%, the marginal statutory tax
rate depends on the overall personal income. For an annual income exceeding 52,152 € the mar-
ginal income tax rate is 42%. A 5.5% solidarity surcharge on the income tax is also levied which
increases the marginal income tax rate to 44.31%.

However, for the purposes of trade tax and real estate tax, the partnership itself effectively is sub-
ject to tax. Both taxes are deductible from the income tax base of the partners. The income tax
base of the partners is determined in the same way as the corporate profit tax for a corporation.
The accelerated capital allowance granted to SMEs also applies to partnerships. The tax base of
the trade tax and the real estate tax are also determined in the same way as they are for corpora-
tions. In addition to its deductibility from taxable income the trade tax can also be credited
against personal income tax at an amount of 180% of a local trade tax multiplier, which amounts
up to 5% of taxable income. Together, both measures reduce the effective liability to trade tax to
almost zero.

Italy

As in Germany, small and medium sized enterprises in Italy can take the form of a corporation or
a partnership. Also as in Germany, the profits of a partnership are imputed to the partner and
taxed according to the transparency principle. The personal income tax has a progressive rate. In
2005 for an annual income exceeding € 33,500 and in 2007, respectively, for an annual income
exceeding € 75,000 the income tax rate is 43%. Partnerships pay the regional tax (IRAP) at a rate
of 4.25% and the tax on immovable properties (ICI). Neither is deductible from the personal in-
come tax. As for small corporations, there exist no special tax incentives for small partnerships.

Poland

Partnerships in Poland are taxed according to the transparency principle. The statutory income
tax rate on business income and the statutory corporate income tax rate are equivalent (19%).
Moreover, the income tax base of the partners is determined in the same way as the corporate
profit tax for a corporation. As for small corporations, there exist no special tax incentives for
small partnerships.

Spain

Partnerships in Spain are taxed as corporations. This also includes the special incentives for
SMEs mentioned above (reduction of corporation tax rate from 35% to 30% in 2005 and from
32.5% to 25% in 2007, respectively; exemption from local tax and accelerated depreciation
scheme).

United Kingdom

Partnerships in the United Kingdom are taxed according to the transparency principle. In 2005,
for an annual income exceeding £ 32,400 and, in 2007, for an annual income exceeding £ 33,300
the income tax rate is 40%.

4.2 Results
4.2.1 Comparison of Large Corporations and Incorporated SMEs

To identify the effects of these special regimes, we begin by analysing the impact of the special
provisions in corporation tax as set out in Section 4.1.1 (ie. for incorporated SMEs). Table 29
summarises the position for such companies. It presents results only for those countries which
have special regimes. It presents three columns showing the cost of capital, EMTR and EATR
averaged over the 15 types of domestic investment analysed in this report. The first set of three
columns show these measures for a large corporation, summarising the results in Section 2; the
second set of three columns show the same measures for incorporated SMEs. Table 29 presents
the case without personal taxes.
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Table 29
Effective tax rates, corporate level taxes only,
including special tax regimes for incorporated SMEs (in %), 2007

Ordinary corporations Incl. special tax regimes for SME
Cost of capital ~EMTR EATR Cost of capital EMTR EATR

Belgium 5.0 0.5 25.4 5.0 0.4 18.8
France 7.7 34.8 34.6 6.5 22.8 29.9
Germany 7.0 28.3 35.5 6.7 25.6 34.7
Hungary 5.9 15.5 19.5 5.8 13.8 15.1
Lithuania 5.4 7.6 15.2 5.4 6.9 13.5
Luxembourg 6.0 17.2 25.9 6.0 16.5 24.8
Netherlands 6.2 19.6 23.7 5.9 15.5 18.7
Spain 7.5 33.6 34.5 5.6 10.6 21.4
UK 6.9 27.9 29.3 6.1 18.3 18.8
Canada 7.8 35.7 36.0 7.4 32.0 26.3
Japan 8.7 42.8 41.7 7.6 34.2 32.0
USA 7.7 34.7 36.9 6.4 21.6 21.3

The first finding from Table 29 is that — perhaps with the exception of Belgium, which is a spe-
cial case described further below - the special regimes all work in the expected direction: that is,
they reduce the cost of capital, the EMTR and the EATR. However, as might be expected from
the description above, the impact of the special regime varies across countries. The most signifi-
cant effect on the cost of capital and EMTR is in Spain as a result of the combination of a lower
tax rate and accelerated depreciation. Spain also sees a significant reduction in the EATR, mainly
as a result of the lower tax rate. The UK also has a much lower EATR as a result of the lower tax
rate. By contrast, there is only a minor reduction of the cost of capital, the EMTR and especially
the EATR if the incentive only affects the tax base (e.g. Germany).

Table 30 analyses these differences in more detail for the cost of capital, which is probably the
most relevant measure here. For both large corporations and SMEs, it shows the overall cost of
capital and the cost of capital for each source of finance. Again, this table presents the case with
only corporate level taxes.

The two elements of the special regimes play different roles here. A lower tax rate for SMEs has
two effects. First, it reduces the cost of capital for equity-financed investment. This happens con-
sistently across all the countries in Table 30. Second, however, it tends to increase the cost of
capital for debt-financed investment, since the rate at which interest payments are deductible is
reduced. In countries where this is the only concession to SMEs, such as Belgium and the Neth-
erlands, there is therefore an increase in the cost of capital for debt-financed investment. In gen-
eral, the lower tax rate tends to result in a smaller dispersion of costs of capital across the three
types of finance.
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Table 30
Cost of capital, corporate level taxes only, by source of finance,
including special tax regimes for incorporated SMEs (in %), 2007

Otdinary corporations Incl. special tax regimes for SME

Overall RE NE DE Overall RE NE DE
Belgium 5.0 5.6 5.6 3.9 5.0 5.3 5.3 4.4
France 7.7 9.0 9.0 5.3 6.5 7.7 7.7 4.2
Germany 7.0 8.3 8.3 4.5 6.7 8.0 8.0 4.3
Hungaty 5.9 6.5 6.5 4.8 5.8 6.2 6.2 5.1
Lithuania 5.4 5.9 5.9 4.4 5.4 5.8 5.8 4.5
Luxembourg 6.0 7.1 7.1 4.1 6.0 6.9 6.9 4.2
Netherlands 6.2 7.1 7.1 4.7 5.9 6.5 6.5 4.8
Spain 7.5 8.9 8.9 4.9 5.6 6.4 6.4 4.0
UK 6.9 8.0 8.0 5.0 6.1 6.7 6.7 5.1
Canada 7.8 9.2 9.2 5.2 7.4 8.2 8.2 5.8
Japan 8.7 10.4 10.4 5.6 7.6 8.7 8.7 5.6
USA 7.7 9.2 9.2 4.8 6.4 7.0 7.0 5.2

The second element of the special regimes is a narrowing of the tax base, for example, through
higher allowances for SMEs. This tends to reduce the cost of capital for any investment which is
affected (and some of the special regimes apply more generous treatment only to some assets -
for example, the UK benefits only industrial buildings in this way). Nevertheless, averaging across
assets, more generous allowances tend to reduce the cost of capital for all investment financed in
all three ways. In some countries, such as France and Germany, this effect dominates so that the
cost of capital for debt-financed investment is lower for SMEs.

As noted above, the Belgian case is special because of the relief for equity, which applies to all
corporations including SMEs. This relief induces a lower cost of capital for equity-financed in-
vestment in Belgium. While the lower rate reduces this cost of capital further for SMEs, the re-
duction just offsets, on average, the higher cost of capital for debt finance. The net effect, as seen
in Table 29, is that the average cost of capital is the same as in the absence of tax for both ordi-
nary corporations and SMEs. However, the lower tax rate for SMEs in Belgium does generate a
lower EATR.

Table 31a repeats this exercise including personal taxes of a qualified shareholder. This obviously
may be relevant in this case, since SMEs are less likely to be internationally owned. Taking into
account personal taxes yields a rather different position in some countries. As discussed above,
personal taxes can either raise or lower the cost of capital. In particular this is true for the advan-
tage of one source of finance over another one.
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Table 31a
Cost of capital, shareholder level, top rate qualified, by source of finance,
including special tax regimes for incorporated SMEs (in %), 2007

Ordinary corporations Incl. special tax regimes for SME

Overall RE NE DE Overall RE NE DE
Belgium 4.4 4.1 7.1 4.0 4.5 4.0 6.7 4.5
France 5.3 5.0 6.3 5.6 4.2 3.8 5.1 4.5
Germany 4.6 4.4 5.0 4.8 4.4 4.2 4.8 4.6
Hungary 5.8 6.1 7.1 4.8 5.7 5.8 6.8 5.1
Lithuania 6.0 6.7 7.4 4.4 5.9 6.6 7.3 4.5
Luxembourg 6.3 7.3 8.2 4.1 6.2 7.1 8.1 4.2
Netherlands 6.3 6.9 8.1 4.7 5.2 5.1 7.5 4.8
Spain 4.3 3.7 4.1 5.3 3.2 2.5 2.8 4.4
UK 5.0 4.7 6.1 5.1 4.5 3.9 5.1 5.2
Canada 5.6 5.5 6.2 5.4 5.4 4.9 6.2 5.9
Japan 8.7 9.5 15.4 5.7 7.6 7.9 12.9 5.6
USA 5.6 5.8 6.5 4.9 4.7 4.4 5.0 5.2

Averaging across assets and sources of finance, in comparing large corporations and SMEs, the
different rules for SMEs result in lower costs of capital in 8 countries considered here, the excep-
tion again being Belgium. This mirrors the case in which there are no personal taxes: the differ-
ences between the results in Tables 30 and 31a largely reflect the effects of introducing personal
taxes, rather than in the different treatment of personal taxes depending on the size of the com-
pany.

As noted above, the Nordic countries have special regimes for shareholder taxation. We model
the Norwegian system comparable to an interest deduction on the corporate level. In Finland and
Sweden under certain conditions, a progressive rate applies for dividends exceeding an interest
rate of 9% and 13.5% respectively. Table 31b compares cost of capital on the shareholder level
for ordinary corporations and for corporations for which the special tax regimes apply. The
Norwegian system is applicable for all shareholders, so there is no difference between the right-
hand and the left-hand columns. For Finland and Sweden we assume that the high rates of return
are achieved with the considered small or medium-sized corporation. Considering the right-hand
columns one observes that there is a slight decrease in costs of capital (retained earnings) for
Finland and a considerable fall in cost of capital (retained earnings and new equity) for Sweden
albeit one would expect increasing costs due to higher tax rates.

The decreasing effect stems from the fact that we consider marginal investments where the rate
of return equals that of an alternative investment. In this case, a rate of return below the notional
interest rate is achieved, ie. the notional interest rate exceeds the effective rate of return. Then,
the marginal investment project generates an additional amount, which is taxed under the general
lower tax rate. Given that the company generates high profits from other investments, that
amount can be used to reduce the amount taxable under the higher progressive rate.

Table 31b
Cost of capital, shareholder level, top rate qualified, by source of finance,
including special tax regimes for incorporated SMEs (in %), 2007

Ordinary corporations (passive shareholder) Active shareholder
Overall RE NE DE Overall RE NE DE
Norway 5.3 5.4 6.4 4.8 5.3 5.4 6.4 4.8
Finland 5.7 6.1 6.2 4.8 5.7 6.0 6.2 4.8
Sweden 4.8 4.8 5.7 4.5 2.9 1.4 2.8 4.5
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4.2.2 Comparison of Incorporated SMEs and Partnerships

Finally, we compare the choice of legal form for SMEs. Table 32 compares the costs of capital in
the presence of personal taxes for SMEs which are incorporated with those that have chosen to
be partnerships. Compared to the corporation principle the application of the transparency prin-
ciple for partnerships has several effects on the dispersion of the costs of capital. If the transpar-
ency principle applies, the profits of a partnership are only subject to personal income tax in the
hands of the partners at progressive rates. Moreover, profits upon the disposal of shares of the
partnership do not result in an additional liability to personal income tax since retained earnings
have already been taxed at the level of the partners when the profits accrued. Therefore, firstly,
there is no difference between the cost of capital for retained earnings and new equity. This is
true for all 5 countries applying the transparency principle (France, Germany, Italy, Poland and
UK). Secondly, if business profits are taxed in the same way as private capital income then the
costs of capital for equity finance equal the cost of capital for debt finance. In other words, in
this event the tax system is neutral towards financing decisions (ie. equal costs of capital for the
different sources of finance). This holds for Poland and the United Kingdom. By contrast,
France, Germany and Italy discriminate business profits against private capital income which re-
sults in higher costs of capital for equity financing. There are different reasons for the discrimina-
tion of business profits in these three countries: France offers a lower income tax rate on private
saving income, in Germany, private saving income is — in contrast to business profits — not sub-
ject to trade tax, and Italy exempts private saving income from the regional business tax (IRAP).

Table 32
Cost of capital, SMEs, shareholder-level, top rate qualified, 2007 (in %)
Incorporated SMEs Partnerships

Overall RE NE DE Overall RE NE DE
France 4.2 3.8 5.1 4.5 3.6 3.3 33 4.2
Germany 4.4 4.2 4.8 4.6 3.5 3.4 3.4 3.7
Italy ® 0.4 7.5 8.4 4.1 6.2 7.5 7.5 3.6
Poland @ 5.4 5.7 6.4 4.7 4.7 4.7 4.7 4.7
Spain 3.2 2.5 2.8 4.4 3.2 2.5 2.8 4.4
UK 4.5 3.9 5.1 5.2 4.8 4.8 4.8 4.8

(1) No special tax regime for SMEs.

The relative position of incorporated SMEs and partnerships varies considerably across the coun-
tries. There is no clear advantage or disadvantage to taking corporate form, compared to taking
partnership form. Whereas partnerships are bearing higher costs of capital compared to incorpo-
rated SMEs in the UK, the latter are bearing lower costs of capital in 4 other countries (France,
Germany, Italy and Poland). Only in Spain both legal forms of businesses are bearing the same
costs of capital, since partnerships are taxed in the same way as corporations.

However, the application of the transparency principle for partnerships offers a distinct advan-
tage for new equity financing. Since distributed profits of a corporation are subject to both cor-
porate income tax at the corporate level and personal income tax at the level of the shareholders
and double taxation in none of the 5 countries (France, Germany, Italy, Poland and UK) is elimi-
nated by the corporation tax system (in principle, all 5 countries considered here operate a type of
a shareholder relief system), the cost of capital for new equity financing are lower for businesses
taking partnership form. In this event, retained and distributed profits are only subject to per-
sonal income tax.
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5 SENSITIVITY ANALYSES

The analyses of the previous sections are based on assumptions for the level of local taxes within
the member states and various assumptions defining the hypothetical investments. It is important
to know to what extent the main results depend on any of these assumptions. Therefore, we pre-
sent sensitivity analyses with differing assumptions for the level of local taxes in several member
states (Section 5.1) as well as for varying main parameters of the model (Section 5.2). Finally, Sec-
tion 5.3 concludes.

5.1 Local Variation of Tax Levels

In most countries, tax rates for local taxes vary across locations within one country. In the major-
ity of these countries, municipalities assess the rate of real estate tax within certain limits. The
impact of varying real estate tax rates, however, is of minor importance for the overall level of
effective tax rates. The analysis of local variation in tax rates therefore focuses on profit and
other substantial non-profit taxes in France, Germany, Italy, Hungary, and Spain. Regions in Italy
and Hungary do not make use of a possible local variation; local governments levy taxes on the
maximum rates. The other countries show up with higher variation in tax rates. France, Ger-
many, and Spain levy business taxes on the local level (faxe professionnelle, Gewerbestener, impuesto so-
bre actividades economicas), which limit the deductibility of certain expenses, e.g. the deduction of
interest costs.

From the non-EU countries considered here, Japan, Canada, Switzerland, and the US levy local
income taxes. Mostly, the tax base of these local taxes is comparable to the federal income tax. In
order to demonstrate a variation in tax rates in non-EU countries, additional tax levels are calcu-
lated for the US states New York and Texas.

Table 33
Local variation of cost of capital, EMTR, EATR,
corporate level, 2007

Cost of capital EATR

in % in %

France low level 6.9 32.2
base case 7.7 34.6

top level 7.7 34.8

Germany low level 6.3 29.2
base case 7.0 35.5

top level 7.1 36.9

Spain low level 6.4 29.0
base case 7.5 34.5

top level 7.5 39.5

United States Texas 8.4 37.7
California (= base case) 7.7 36.9

New York 9.5 47.9

Table 33 presents the impact of variations on effective tax levels in France, Germany, Spain, and
the US. Annexe I displays the detailed results. For France and Germany, the minimum and
maximum level of zaxe professionnelle and Gewerbesteuer were taken in order to determine the low
and top effective tax levels. In Spain, the low tax level is determined by leaving aside the business
tax IAE (for the methodological implementation of IAE, we refer to Annex Worked Examples,
Annex B on p. B-21). For the highest tax level, we assume the maximum amount of IAE, ie. 15%
of profits. The local variation for the US is taken into account by determining the tax levels for
the two US states with the highest GDP next to California, ie. New York and Texas.
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There is a considerable range of effective tax levels within one country. In France, the range be-
tween lowest und highest tax levels is 0.8 percentage points for cost of capital and 2.6 percentage
points for EATR. Germany shows a similar local variation (0.8 percentage points) with respect to
the cost of capital. The variation of EATR is more pronounced. It amounts to 7.7 percentage
points. In these two countries, the tax burden significantly depends on the respective municipal-
ity, where an investment is located.

With respect to cost of capital and to EATR, the range is highest in Spain. One has to bear in
mind that the level of IAE does not depend only on the location of a firm. Furthermore, addi-
tional factors are important such as the industry it belongs to and characteristics of the com-
pany’s buildings, etc. Thus, the variation of tax levels does not reflect a local variation rather than
an industry specific sensitivity analysis. Considering this possible variation, cost of capital can be
up to 1.1 percentage points lower compared to the base case. With regard to the EATR, the level
might be 5.5 percentage points below the base case, or 5.0 percentage points above the base case;
ie. the range of EATR is 10.5 percentage points.

With respect to the United States, the base case reflects the local tax level in California. Addition-
ally, we compute effective tax levels for investments in New York and Texas. Compared to both
states, California has a low tax level. On the one hand, this is because Texas and New York both
levy property taxes that have a large impact on the cost of capital. Thus, cost of capital in both
states substantially exceeds the Californian level. With respect to the state income tax, the tax rate
is significantly higher in New York than in California. In Texas, state income tax is comparably
low. However, the effective tax levels indicated by means of the EATR are also higher in both
states New York and Texas compared to the base case California.

Table 34 presents a ranking of all EU27 member states including the highest and lowest tax levels
in France, Germany, and Spain. It turns out that the relative rank of a country’s tax level signifi-
cantly depends on the considered local variation. With respect to France, however, a low level of
local taxes does not significantly improve the French position in the country ranking with respect
to the EATR. By contrast, both in Germany and Spain low levels of local taxes result in consid-
erable reductions in EATR and thus improvements in the country ranking by seven positions for
each country. Thus, for both countries, depending on the within-country variations, significant
improvements in the country ranking can be observed.
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Table 34

Ranking of the EU27 including variations in France, Germany, and Spain,
lowest = 1, highest = 33,

corporate level, 2007

Cost of capital EATR

in % Rank in % Rank
Austria 6.1 18 23.0 15
Belgium 5.0 1 25.4 20
Bulgaria 5.3 3 8.8 1
Cyprus 5.5 5 10.6 2
Czech Republic 5.8 11 21.0 12
Denmark 6.0 15 225 14
Estonia 5.2 2 17.3 8
Finland 6.3 22 24.5 18
France (low level) 6.9 27 32.2 26
France (base case) 7.7 32 34.6 29
France (high level) 7.7 33 34.8 30
Germany (low level) 6.3 21 29.2 23
Germany (base case) 7.0 28 35.5 31
Germany (high level) 7.1 29 36.9 32
Greece 5.8 12 21.7 13
Hungary 5.9 14 19.5 10
Ireland 5.8 9 14.4 4
Italy 6.4 24 31.8 25
Latvia 5.7 8 14.3 3
Lithuania 5.4 4 15.2 6
Luxembourg 6.0 17 25.9 21
Malta 6.8 25 32.2 27
Nethetlands 6.2 20 23.7 17
Poland 5.8 10 17.4 9
Portugal 6.0 16 23.7 16
Romania 5.7 7 14.8 5
Slovakia 5.6 6 16.8 7
Slovenia 5.9 13 20.7 11
Spain (low level) 6.4 23 29.0 22
Spain (base case) 7.5 30 34.5 28
Spain (high level) 7.5 31 39.5 33
Sweden 6.1 19 24.6 19
UK 6.9 26 29.3 24

5.2 Impact of Main Economic Parameters of the Model
5.2.1 Considering the Average Tax Levels of EU27

With regard to various assumptions defining the hypothetical investments, Tables 35 and 36
show the costs of capital and EATRs for each variation in real rates of return, interest rates, infla-
tion rates, economic depreciation, weights of assets, and weights of sources of finance. The re-
sults represent the EU27-average.

Structure of simulations:

1. base case
pre-tax rate of return = 15%
pre-tax rate of return = 10%
real interest rate = 3%
real interest rate = 4%
real interest rate = 6%
inflation rate = 2.5%

Ntk D
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8. inflation rate = 3%
9. inflation rate = 3.5%
10. inflation rate = 4%

11. economic depreciation Patry/Lester/Lemay (20006)
12. industries: without machinery (1/4 weights)

13. equal weight of sources of finance

Table 35
Cost of capital (in %), average across EU27,
corporate level, 2007

-, 8 B $ =
= |E2 3 & T, ¢ |%p &
5§28 § © €% 8 |EE & A
> 9 |88 = s E=l] = o = o [5)
C= |.S@ .8 = o < = 2 § Z a
1. Base case 6.1 6.3 56 5.7 6.5 6.1 6.8 6.9 4.6
2. Pre-tax Rate of return 15%
3. Pre-tax Rate of return 10%
4. Real Interest Rate 3% 3.7 40 34 3.5 4.1 3.6 4.3 4.3 2.7
5. Real Interest Rate 4% 4.9 52 45 4.6 5.3 4.8 5.5 5.6 3.7
6. Real Interest Rate 6% 7.2 75 6.8 6.9 7.8 7.3 8.1 8.2 5.6
7. Inflation Rate 2.5% 6.1 6.3 57 5.8 6.7 6.1 6.9 7.0 4.5
8. Inflation Rate 3% 6.1 63 57 5.8 6.8 6.1 7.0 7.1 4.5
9. Inflation Rate 3.5% 6.2 63 57 5.8 6.9 6.1 7.1 7.2 4.4
10. Inflation Rate 4.0% 6.2 63 57 5.9 7.0 6.1 7.2 7.3 4.3
11. Econ. depreciation (Patry et al., 2006) | 6.3 73 56 6.0 6.5 6.1 7.1 7.2 4.9
12. Asset Weights Service Sector 6.1 63 5.6 6.5 6.1 6.9 7.0 4.7
13. Equal Weigts Sources of Finance 6.1 64 57 5.8 6.6 6.1 6.8 6.9 4.6

Note. Each asset column represents an average across all three types of finance, with weights of 55% retained earn-
ings, 10% new equity and 35% debt (except simulation no. 13 with weights of 1/3 each). Each finance column
represents an unweighted average across all 5 assets (except simulation no. 12 with 1/4 buildings, 1/4 intangibles,
1/4 financial assets, and 1/4 inventory). The overall average is an average across all 15 combinations of investment,

and finance, with the same weights.

Decreasing the pre-tax rate of return from 20% to 15% and 10% respectively (simulation no. 2
and 3), ie. considering less profitable investments, has no impact on the cost of capital (Table 35).
This is because the cost of capital is simply the pre-tax rate of return at which the hypothetical
investment breaks even: there is no pre-defined pre-tax rate of return in this case.
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Table 36
EATR (in %, average across EU27,

corporate level, 2007
[} p

= g @ = g = o B &

fEc|gg & = & g g g © or

P8 |TF S g £ = g B D

O= [£a & = i3 = gE Z A
1. Base case 224 | 233 208 21.1 24.3 22.3 25.1 25.4 17.2
2. Pre-tax Rate of return 15% 215 | 228 194 199 24.0 21.5 25.2 25.6 14.6
3. Pre-tax Rate of return 10% 199 | 21.8 168 175 23.5 19.9 25.4 25.9 9.5
4. Real Interest Rate 3% 23.6 | 246 224 2238 25.2 23.2 25.6 25.8 20.0
5. Real Interest Rate 4% 23.0 | 239 216 219 24.8 22.8 25.3 25.6 18.6
6. Real Interest Rate 6% 21.7 | 227 20.0 203 23.9 21.9 24.9 25.2 15.8
7. Inflation Rate 2.5% 225 | 233 209 212 24.7 22.3 25.4 25.7 16.9
8. Inflation Rate 3% 22.6 | 232 21.0 213 25.1 22.3 25.7 26.0 16.7
9. Inflation Rate 3.5% 227 | 232 211 214 25.5 22.3 26.0 26.4 16.4
10. Inflation Rate 4.0% 228 | 232 212 215 25.8 22.3 26.3 26.7 16.2
11. Econ. depreciation (Patry et al,, 2000) | 23.3 | 26.7 20.8 222 24.3 22.3 26.1 26.4 18.1
12. Asset Weights Service Sector 227 | 233 20.8 24.3 22.3 254 25.7 17.5
13. Equal Weigts Sources of Finance 225 235 210 213 24.5 225 25.1 254 17.2

Note. Fach asset column represents an average across all three types of finance, with weights of 55% retained earn-
ings, 10% new equity and 35% debt (except simulation no. 13 with weights of 1/3 each). Each finance column
represents an unweighted average across all 5 assets (except simulation no. 12 with 1/4 buildings, 1/4 intangibles,
1/4 financial assets, and 1/4 inventory). The overall average is an average across all 15 combinations of investment,
and finance, with the same weights.

But a lower pre-tax rate of return tends to reduce the overall mean of EATR (Table 306). This is
because the EATR tends to fall with the rate of profit when allowances (which depend only on
the scale of the investment) become relatively more important at lower rates of profit. This effect
is particularly noticeable for investment in assets which receive relatively large allowances, such as
plant and machinery. The effect for debt finance is even more significant, for the same reason:
the relief for debt finance is fixed, and becomes relatively more important the lower the pre-tax
rate of profit is.

Not surprisingly, an increase in the real interest rate from 3% to 6% (simulations no. 4-6) re-
sults in an increasing cost of capital, since the higher interest rate implies that the investment has
to earn a higher post-tax rate of return. In fact, the cost of capital rises even faster than the inter-
est rate: this is because the tax wedge (the difference between the pre-tax and post-tax rate of re-
turn) is broadly proportional to the interest rate itself; a higher interest rate therefore also raises
the tax wedge.

By contrast, a rise in the real interest rate results in a decreasing level of EATR. This is partly be-
cause the pre-tax rate of return is still fixed at 20%, and so investments are rather less profitable.
However, more significantly, the rise in the interest rate also implies that there is more relief for
interest payments for debt-financed investments: this can be seen in the significant fall of EATR
for such investments in Table 36.

Simulations no. 7-10 investigate the impact of inflation by raising the inflation rate from 2% to
4%. Since tax regimes tend to be based on historic cost values, this can make a large difference to
tax liabilities. However, there are two offsetting effects, which tend to leave the average cost of
capital and the average EATR for assets largely unaffected. First, investment financed by equity
tends to suffer relatively high effective tax rates as, for instance, capital allowances are not ad-
justed for inflation - the net present value of such allowances is therefore lower. This can be seen
in Tables 35 and 36. Offsetting this, however, is the fact that nominal interest rates are assumed
to rise in line with inflation; since nominal interest payments are deductible in the case of debt
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finance, both the average cost of capital and the average EATR fall for debt-finance investment.
Introducing inflation therefore exacerbates the differences between debt and equity finance.

Simulation no. 11 investigates the impact of the rates of economic depreciation on the tax
level. The simulation is based on assumptions on the rate of economic depreciation taken from
Patry/Lester/Lemay (20006). They determine true economic depreciation rates for a wide set of
assets in Canada. The rates used in their study are 8.7% for industrial buildings (instead of 3.1%
in our base case) and 21.1% for machinery (instead of 17.5% in our base case). For both assets,
therefore, depreciation rates increase compared to the base-case assumptions. For the other as-
sets, there are no corresponding rates provided by Patry et al. (2006). This simulation therefore
only affects investment in industrial buildings or in machinery.

Increasing the economic depreciation does not affect the tax liabilities of the hypothetical in-
vestment. For an investment to break even, this implies that the cost of capital must rise for in-
vestment in these two assets. A similar effect is present in increasing the EATR.

The impact of weights of assets is analysed in simulation no. 12. The base case comprises as-
sets, which are typical for the manufacturing sector (industrial buildings, machinery, intangibles,
financial assets, and inventory). The objective of this sensitivity analysis therefore is to investigate
the tax levels if one leaves aside machinery. Thus, the composition of weights might be more
typical for the service sector. The results show only little variation in comparison to the base case.
However, the variations are more significant at the country-level.

Finally, simulation no. 13 considers equal weights for the sources of finance instead of 10%
new equity, 55% retained earnings, and 35% debt financing in our base case. Retained earnings
and new equity result in equal tax burdens in most countries and thus moving to equal weights
for all three assets generates only minor differences in the average of EU27.

5.2.2 Considering the Rankings for each Country and Simulation

Tables 37 and 38 present the rankings of the member states based on simulations no. 2-13. Simu-
lation no. 1 in each of these tables summarises the position in the base case. Each of the other
simulations changes one parameter or a set of parameters at a time. In each case, we rank mem-
ber states from 1 to 27, with the country with the lowest cost of capital or EATR having rank 1,
and the highest having rank 27. In the three summary columns, we present the rank of the aver-
age rank, the average rank itself, and the standard deviation across the different cases.

Looking across the columns in Table 37 the rankings are largely unaffected by the sensitivity
analyses. For example, apart from one case (simulations 8) either France or Spain rank highest.
Similarly, Belgium has the lowest ranking in all but one simulation, with Estonia normally second.
For most of the considered countries, the deviation amounts only one rank over all simulations.
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Table 37

Rankings of member states by average cost of capital,
lowest = 1, highest = 27,
corporate level, 2007

Summary Simulation No.

§ 2 5 g g

=S = &= 1 2 3 4 5 6 7 8 9 10 11 12 13
Austria 18 18.1 0.5 18 18 18 18 18 19 18 18 18 18 19 17 18
Belgium 1 1.1 0.3 1 1 1 1 1 1 1 1 1 1 2 1 1
Bulgaria 3 2.9 0.3 3 3 3 3 3 3 3 3 3 3 3 3 2
Cyprus 5 4.9 0.3 5 5 5 5 5 5 5 5 5 5 5 4
Czech Republic 12 11.2 0.8 11 11 11 9 11 11 12 12 12 12 11 11 11
Denmark 15 15.5 1.1 15 15 15 17 17 15 15 15 17 17 14 14 15
Estonia 2 2.2 0.9 2 2 2 2 2 2 2 2 2 2 1 2 5
Finland 21 21.5 0.5 21 21 21 22 22 21 21 22 22 22 21 22 21
France 27 26.8 0.4 27 27 27 27 27 26 27 27 27 27 26 26 27
Germany 25 24.5 0.7 25 25 25 24 24 25 25 24 24 23 25 24 25
Greece 11 11.1 1.3 12 12 12 8 9 12 11 11 11 10 12 12 12
Hungaty 14 13.8 0.9 14 14 14 16 14 13 13 13 13 13 13 15 14
Ireland 9 9.5 0.8 9 9 9 11 10 9 9 9 10 11 9 9 9
Ttaly 22 21.5 0.5 22 22 22 21 21 22 22 21 21 21 22 21 22
Latvia 8 8.4 1.3 8 8 8§ 12 8 8 8 8 8 8 7 10 8
Lithuania 4 3.9 0.3 4 4 4 4 4 4 4 4 4 4 4 3
Luxembourg 17 16.4 1.3 17 17 17 14 15 17 17 16 15 15 17 19 17
Malta 23 23.2 0.4 23 23 23 23 23 23 23 23 23 24 24 23 23
Netherlands 20 19.9 0.3 20 20 20 20 20 20 20 20 20 19 20 20 20
Poland 10 9.8 1.1 10 10 10 10 12 10 10 10 9 9 10 7 10
Portugal 16 16.0 0.4 16 16 16 15 16 16 16 17 16 16 16 16 16
Romania 7 7.0 0.6 7 7 7 7 7 7 7 7 6 6 8 8 7
Slovakia 6 6.2 0.4 6 6 6 6 6 6 6 6 7 7 6 6 6
Slovenia 13 13.5 0.7 13 13 13 13 13 14 14 14 14 14 15 13 13
Spain 26 26.2 0.4 26 26 26 26 26 27 26 26 26 26 27 27 26
Sweden 19 18.8 0.6 19 19 19 19 19 18 19 19 19 20 18 18 19
UK 24 24.4 0.7 24 24 24 25 25 24 24 25 25 25 23 25 24
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Table 38

Rankings of member states by average EATR,
lowest = 1, highest = 27,

corporate level, 2007

Summary Simulation No.

§ 2 5 g g

=S = &= 1 2 3 4 5 6 7 8 9 10 11 12 13
Austria 15 15.2 0.6 15 15 17 15 15 15 15 15 15 15 15 15 15
Belgium 19 18.9 2.9 20 16 10 20 20 20 20 20 20 20 20 20 20
Bulgaria 1 1.0 0.0 1 1 1 1 1 1 1 1 1 1 1 1 1
Cyprus 2 2.0 0.0 2 2 2 2 2 2 2 2 2 2 2 2 2
Czech Republic 12 12.0 0.0 12 12 12 12 12 12 12 12 12 12 12 12 12
Denmark 14 14.1 0.3 14 14 15 14 14 14 14 14 14 14 14 14 14
Estonia 8 7.8 1.4 8 7 4 9 9 7 8 8 8 8 7 9 9
Finland 18 18.4 1.0 18 20 21 18 18 18 18 18 18 18 18 18 18
France 26 26.0 0.6 26 27 27 26 26 26 26 26 26 26 25 25 26
Germany 27 26.8 0.4 27 26 26 27 27 27 27 27 27 27 27 27 27
Greece 13 13.1 0.3 13 13 14 13 13 13 13 13 13 13 13 13 13
Hungaty 10 10.1 0.3 0 10 11 10 10 10 10 10 10 10 10 10 10
Ireland 4 4.1 1.0 4 4 7 3 3 4 4 4 4 4 4 4 4
Ttaly 23 22.9 0.3 23 23 22 23 23 23 23 23 23 23 23 23 23
Latvia 3 3.3 0.6 3 3 5 4 4 3 3 3 3 3 3 3 3
Lithuania 6 5.6 0.9 6 5 3 6 6 6 6 6 6 6 5 6 6
Luxembourg 21 20.9 0.3 21 21 20 21 21 21 21 21 21 21 21 21 21
Malta 24 24.0 0.0 24 24 24 24 24 24 24 24 24 24 24 24 24
Netherlands 17 16.8 0.7 17 18 18 16 16 17 17 17 17 17 17 16 16
Poland 9 8.7 0.5 9 9 9 8 8 9 9 9 9 9 9 8 8
Portugal 16 16.4 0.5 16 17 16 17 17 16 16 16 16 16 16 17 17
Romania 5 5.2 0.4 5 6 6 5 5 5 5 5 5 5 6 5 5
Slovakia 7 7.3 0.5 7 8 8 7 7 8 7 7 7 7 8 7 7
Slovenia 11 11.2 0.6 71 11 13 11 11 11 11 11 11 11 11 11 11
Spain 25 25.2 0.4 25 25 25 25 25 25 25 25 25 25 26 26 25
Sweden 20 19.0 0.0 9 19 19 19 19 19 19 19 19 19 19 19 19
UK 22 22.1 0.3 22 22 23 22 22 22 22 22 22 22 22 22 22

With respect to the EATR Table 38 shows a similar pattern, and even less variation in the rank-
ings of individual countries — that is, deviations are even smaller for the EATR than for cost of
capital. Solely, the different levels of profitability in simulations no. 2 and 3 lead to some varia-
tions in the ranking among EU countries. The ranking in simulation no. 3 converges with the
ranking based on the cost of capital.

5.3 Conclusion

The sensitivity analysis considers within-country variations in tax levels as well as different model
assumptions. The analysis of local variations in tax levels shows significant within-country varia-
tions in France, Germany, and Spain as well as in the US. The variation within these countries is
often bigger than differences between countries. Low tax regions in France and Germany as well
as less profitable types of companies in Spain significantly improve their ranks among the EU
countties.

With respect to variations of the model assumptions, the sensitivity analysis suggests that the re-
sults are fairly robust. Varying model assumptions leads to some variation in absolute values but
the ranking of locations with regard to the tax indicators is almost unaffected. That means, the
information about the relative tax attractiveness of European countries holds irrespective of the
considered model assumptions.
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Annex A

Tax Parameters 1998-2007



ANNEX A: TAX PARAMETERS, 1998-2007

Table A-1
Corporation tax rates and statutory tax rates (%)
1998-2007
Nominal corporate  Surcharge Local profit tax  Effective statutory
income tax rate rates (nominal) profit tax rates
Austria 1998-2004 34 - - 34
2005-2007 25 - - 25
Belgium 1998-2002 39 3 - 40.17
2003-2007 33 3 - 33.99
Bulgaria 2005-2006 15 - - 15
2007 10 - - 10
Cyprus 1998-2000 25 - 4 29
2001-2002 25 - 30 28
2003-2004 15 - - 15
2005-2007 10 - - 10
Czech Republic 1998-1999 35 - - 35
2000-2003 31 - - 31
2004 28 - - 28
2005 26 - - 26
2006-2007 24 - - 24
Denmark 1998 34 - - 34
1999-2000 32 - - 32
2001-2004 30 - - 30
2005-2006 28 - - 28
2007 25 - - 25
Estonia 1998-1999 26 - - 26
2000-2004 26@ - - 26
2005 24@) - - 24
2006 23@ - - 23
2007 220 - - 22
Finland 1998-1999 28 - - 28
2000-2004 29 - - 29
2005-2007 26 - - 26
France 1998 33.33 25 - 41.67
1999 33.33 20 - 40.0
2000 33.33 13.3 - 37.76
2001 33.33 9.3 - 36.43
2002-2004 33.33 6.3 - 35.43
2005 33.33 4.8 - 34.93
2006 33.33 3.3 - 34.43
2007 33.33 3.3 - 34.43
Germany 1998 450) 5.5 17.22 56.52
1999-2000 400 5.5 17.56 52.35
2001-2002 256 5.5 17.63 39.35
2003 26.5® 5.5 17.63 40.66
2004-2007 25 5.5 17.63 39.35
Greece 1998-2004 35 - - 35
2005 32 - - 32
2006 29 - - 29
2007 25 - - 25
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Nominal corporate  Surcharge Local profit tax  Effective statutory
income tax rate rates (nominal) profit tax rates
Hungary 1998 18 - 1.4 19.148
1999 18 - 1.7 19.394
2000-2003 18 - 2 19.64
2004 16 - 2.20) 17.76
2005 16 - 2.250) 17.71
2006 16 - 2.36) 17.567
2007 16 40) 2.36) 21.38
Ireland 1998-2002 107 - - 10
2003-2007 12.5 - 12.5
Italy 1998-2000 37 - 4.25 41.25
2001-2002 36 - 4.25 40.25
2003 34 - 4.25 38.25
2004-2007 33 - 4.25 37.25
Latvia 1998-2001 25 - - 25
2002 22 - - 22
2003 19 - - 19
2004-2007 15 - - 15
Lithuania 1998-1999 29@) - - 29
2000-2001 242 - - 24
2002-2005 15 - - 15
2006 15 - 4® 19
2007 15 - 3® 18
Luxembourg 1998-2001 30 4 100) 37.45
2002-2005 22 4 7.50 30.38
2006-2007 22 4 6.750) 29.63
Malta 1998-2007 35 - - 35
Netherlands 1998-2001 35 - - 35
2002-2004 34.5 - - 34.5
2005 31.5 - - 315
2006 29.6 - - 29.6
2007 25.5 - - 25.5
Poland 1998 36 - - 36
1999 34 - - 34
2000 30 - - 30
2001-2002 28 - - 28
2003 27 - - 27
2004-2007 19 - - 19
Portugal 1998-1999 34 1049 - 37.4
2000-2001 32 1049 - 35.2
2002-2003 30 1009 - 33
2004-2006 25 1009 - 27.5
2007 25 1.50D - 26.5
Romania 2005-2007 16 - - 16
Slovakia 1998-1999 40 - - 40
2000-2001 29 - - 29
2002-2003 25 - - 25
2004-2007 19 - - 19
Slovenia 1998-2006 25 - - 25
2007 23 - - 23
Spain 1998-2006 35 0.49 7.502) 40.3
2007 32,5 0.49 7.502 38.01
Sweden 1998-2007 28 - - 28013)
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Nominal corporate  Surcharge Local profit tax  Effective statutory

income tax rate rates (nominal) profit tax rates
United Kingdom 1998 31 - - 31
1999-2007 30 - - 30
Croatia 2005-2007 20 - - 20
Norway 2005-2007 28 - - 28
Switzerland 2005-2007 8.5 - 18.6 21.3
Turkey 2005 30 - - 30
2006-2007 20 - - 20
Canada(¥ 2000 29.12 - 14.5 43.62(15
2005-2007 22.12 - 14 36.12(5
Japan 2000 30 20.7 10.08® 41.9
2005-2007 30 20.7 7.680) 40.76
USAW9 2000 35 - 8.84 40.75
2005-2006 35 - 8.84 39.5207
2007 35 - 8.84 38.3007)

1) So-called defence contribution.

@ Split-rate system: The corporate tax rate for retained profits is 0 %.

@ Split-rate system: For distributed profits, the corporation tax is reduced to 30%. Local tax is deductible from the
base of corporation tax.

® Local tax is deductible from the base of corporation tax.

® An additional solidarity tax is levied on a taxable base similar to that of the corporate income tax.

© 125% of local tax are deductible from corporate tax in 2004. In 2005, 150% are deductible. In 2006 and 2007,
200% are deductible.

@ The general available tax rate for the manufacturing sector and certain financial services operations is 10 %. The
general tax rate was 32% in 1998, 28% in 1999-2000, 20% in 2001, and 16% in 2002. From 2003 on, only certain
manufacturing and international financial services operations are taxable at the 10% rate.

® An additional social tax is levied on the corporate income tax base.

© Local tax is deductible from the tax base of corporate income tax and its own base.

(19 The municipality surcharge of 10% applies to the tax due which is equivalent to multiplying the corporate tax rate
with 1.1.

(1) The municipality surcharge of 1.5% applies to the taxable profit and is therefore added to the corporate tax rate.
(12) The local business tax (impuesta sobre actividades) is deductible from the corporate income tax base (see also An-
nex B).

(13 The effective tax rate is reduced to around 26.37% in 1998-2000 if contributions to the profit periodisation reserve
(periodiseringsfond) of up to 20% are taken into account. 2001-2007 the maximum reserve is up to 25%. As from finan-
cial year 2005 a standardized income is imposed on former years appropriation with 72% of the interest rate on Gov-
ernmental debt notes. The effective tax rate is thus 25.64% in 2001-2004 and 27.34% in 2005-2007.

(% Province of Ontatio.

(1% Only general rates are considered. Reduced rates for companies engaged in manufacturing and processing activities
exist.

(16 The Californian corporate income tax is considered.

(7 In 2005 and 2006, a deduction of 3% applies to profit generated from manufacturing activities thus reducing the
effective tax rate for qualified production activities income: (1-0.03)x[0.35+0.0884x(1-0.35)]=0.3952. In 2007 the de-
duction is 6%.
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Table A-2
Alternative nominal statutory corporation tax rates (%)

1998-2007
Year Tax rate Case
Austria 2001-2004 25 Assets, financing with new equity or retained earnings
34 assets, financing with debt
Cyprus 2002 30 Interest income
2003-2004 17.5 Interest income
2005-2007 15 Interest income
Ireland 2002-2007 25 Interest income
Italy 1998-2001 37 Interest income
23.25 Other assets, financing with new equity or retained earnings
41.25 Other assets, financing with debt
2002 36 Interest income
2003 34 Interest income
2004-2007 33 Interest income
Canada 2000 39.12 Foreign Income
2005-2007 32.12 Foreign Income
Remarks:

Cyprus: Interest income is subject to a 10% defence contribution (instead of the 3% defence con-
tribution on business profits). In 2002, 20% of interest income was exempt from corporate in-
come tax. Since 2003, half of interest income is exempt from corporate income tax.

Italy: From 1998 to 2001 under the dual income tax system (DIT), a reduced corporate income
tax rate of 19% applies to that part of the profits equal to the return of qualifying new equity in-
vestments. Beside financial assets, all kinds of investment qualify for the DIT. The qualifying eq-
uity is a multiple of new equity since 1997. The multiplier is 1.0 in 1998-1999, 1.2 in 2000, and 1.4
in 2001. The interest rate applicable for calculating the qualifying return is 7% in 1998-2000 and
6% in 2001. Interest income is taxed with the normal corporate tax rate and is not included in the
tax base of the regional tax (IRAP). Moreover, the dual income tax (DIT) has no effect, because
any increase in the DIT base due to equity financing is reduced by the corresponding increase in
financial assets.

A-4



Table A-3
Real estate and net wealth tax for corporations (%)

1998-2007
Year Real estate tax Net wealth tax
Nominal® Effective® Nominal Effective
Austria 1998-2004 0.25 0.17 S S
2005-2007 0.25 0.19 S S
Belgium 1998-2002 1.94 1.16 = =
2003-2007 1.94 1.28 = =
Bulgaria 2005-2006 0.15 0.13 = =
2007 0.15 0.14 = =
Cyprus 1998-2007 0.40 0.20 = =
Czech Republic 1998-1999 0.09 0.06 = -
2000-2003 0.09 0.07 = =
2004 0.09 0.07 = =
2005 0.09 0.07 S S
2006-2007 0.09 0.07 S S
Denmark 1998 1.00 0.66 S S
1999-2000 1.00 0.68 = =
2001-2004 1.00 0.70 = -
2005-2007 1.00 0.72 = =
Estonia 1998-2007 - = = =
Finland 1998-1999 0.50 0.36 = -
2000-2004 0.75 0.53 = =
2005-2007 0.75 0.56 = =
France 1998 1.39 0.81 = =
1999 1.39 0.84 S S
2000 1.39 0.87 S S
2001 1.39 0.89 = -
2002 1.44 0.93 = =
2003 1.48 0.95 = =
2004 1.50 0.97 = =
2005 1.56 1.01 = =
2006 1.56 1.02 = =
2007 1.24 0.81 S S
Germany 1998 0.39 0.17 S S
1999-2000 0.39 0.18 S S
2001-2002 0.39 0.23 = -
2003 0.39 0.23 = =
2004-2007 0.39 0.23 = -
Greece 1998-2004 0.03 0.02 = =
2005 0.03 0.02 = =
2006 0.03 0.02 = =
2007 0.03 0.02 S S
Hungaty 1998-2003 1.00 0.82 S S
2004-2006 1.00 0.84 S S
2007 1.00 0.8 = =
Ireland 1998 0.29 0.26 = =
1999 0.31 0.27 = -
2000 0.32 0.29 = -
2001 0.35 0.31 = =
2002 0.37 0.33 = =
2003 0.39 0.34 = =
2004 0.41 0.36 S S
2005 0.43 0.38 S S
2006 0.45 0.40 = =
2007 0.45 0.39 = =
Ttaly® 1998-2007 0.28 0.26 = =
Latvia 1998-2001 1.50 1.13 = =
2002 1.50 1.17 = =
2003 1.50 1.22 = =
2004-2007 1.50 1.28 = =
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Year Real estate tax Net wealth tax

Nominal® Effective® Nominal Effective
Lithuania 1998-1999 1.00 0.36 = -
2000-2001 1.00 0.38 = =
2002-2005 1.00 0.43 = =
2006 1.00 0.41 S S
2007 1.00 0.41 S S
Luxemboutg 1998-2001 0.75 0.47 0.50 &)
2002-2005 0.75 0.52 0.50 46
2006-2007 0.75 0.53 0.50 -@
Malta 1998-2007 = - - -
Netherlands 1998-2001 0.42 0.27 - -
2002-2004 0.42 0.28 = =
2005 0.42 0.29 = =
2006 0.42 0.30 = =
2007 0.42 0.31 S S
Poland 1998 0.16 0.10 S S
1999 0.18 0.12 = =
2000 0.19 0.13 = -
2001 0.21 0.15 = -
2002 0.22 0.16 = -
2003 0.23 0.17 = =
2004 0.23 0.19 = =
2005 0.24 0.19 S S
2006 0.23 0.19 S S
2007 0.25 0.20 = -
Portugal 1998-1999 0.50 0.31 = =
2000-2001 0.50 0.32 = =
2002 0.50 0.34 = =
2003 0.30 0.20 = =
2004-2006 0.30 0.22 = =
2007 0.30 0.22 = =
Romania 2005-2006 0.75 0.63 = =
2007 0.875 0.735
Slovakia 1998-1999 0.11 0.07 S S
2000-2003 0.11 0.08 = -
2004 0.11 0.09 = -
2005-2007 0.44 0.36 = =
Slovenia 1998-2007 = = = =
Spain 1998-2006 0.40 0.26 = =
2007 0.40 0.27 = =
Sweden 1998-2000 0.38 0.28 = =
2001-2004 0.38 0.28 = =
2005-2007 0.38 0.28 S S
United Kingdom 1998 2.37 1.64 S S
1999 2.45 1.71 S S
2000 2.08 1.46 = -
2001 2.08 1.46 = -
2002 2.19 1.53 = -
2003 2.22 1.55 = =
2004 2.28 1.60 = =
2005 2.28 1.60 = =
2006 2.11 1.48 S S
2007 2.22 1.55 S S
Croatia 2005-2007 = = = =
Norway 2005-2007 0.16 0.11 = =
Switzerland 2005-2007 = = 0.17 0.14
Turkey 2005 0.3 0.21 = =
2006-2007 0.3 0.24 = =
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Year Real estate tax Net wealth tax

Nominal® Effective® Nominal Effective
Canada 2000 9.92 5.21 0.30 0.17
2005 4.89 3.12 0.30 0.20
2006 4.38 2.80 0.30 0.20
2007 4.37 2.79 0.29 0.18
Japan 2000 0.30 0.17 1.40 0.81
2005-2007 0.30 0.18 1.4 0.83
USA 2000, 2005-2006 1.00 0.59 = =
2007 1.00 0.62

1) The nominal tax rate already accounts for possible valuation effects.

@ The effective rate accounts for the deductibility of real estate tax (t.) from corporate income tax (tcor). It is de-
termined by tre * (1 - Teor). E.g. in Austria, the effective rate amounts to 0.25% * (1 — 34%) = 0.17%.

®  Deduction is only allowed from the IRAP tax base, not from the corporate income tax base.

®  Net wealth tax is credited against liability of corporation tax.

Remarks:

Investments in industrial buildings trigger liability to real estate tax in most countries. The tax
base of real estate tax often is the book value or market value of the industrial building. In several
countries however, the tax base is a value determined by the tax offices which is not directly con-
nected to the book value of the building but to the building’s location. Some of these values re-
late to the location’s market values in the past (e.g. in Germany) and do not have any link to re-
cent market values. In these cases, we had to make assumptions concerning the country-specific
relation between the acquisition cost we use in the model and the tax value determined by the tax
offices. These assumptions are confirmed by experts from PwC and are — for the EU15 — in line
with European Commission (2001).

Austria: We assume that the tax base amounts to 25% of the acquisition costs (= market value).
Considering a tax coefficient of 0.2% and an average tax rate of 500% results in a nominal real
estate tax of 0.25% (25% * 0.2% * 500%).

Belgiunr: The tax is levied on the rental income of buildings fixed by local tax authorities. It is as-
sumed to be 5% of acquisition costs. The rate of Brussels is 1.25% plus a local multiplier of
3000% of 1.25%. Therefore, the nominal tax rate is 5% * (1.25% + 3000% * 1.25%) = 1.9379.

Bulgaria: The tax base is the book value of the building. It is assumed that the book value corre-
sponds to the acquisition costs. The average tax rate is 0.15%. Thus, the nominal real estate tax is

0.15%.

Cyprus: The real estate tax rate ranges between 0% and 0.4%. In this study, the highest tax rate
0.4% is used. The assessed value is 50% of the market value.

Czech Republic: The tax base is derived from the area of a building in square metres. An average
value per square metre is assumed, e.g. a tax on the capital invested in the building is computed
indirectly.

Denmark: There are three types of taxes: municipal tax, country tax, and a special municipal tax on
buildings used for business purposes. The aggregated tax rate for Copenhagen is 1%. The tax
base is the market value of the building.

Finland. 1t 1s assume that the tax base corresponds to the market value (and, further, that the
market value corresponds to the acquisition costs of one unit). As the average tax rate we take the
mean of the minimum and the maximum tax rate.

France: The rental value of the building is assumed to amount to 8% of the acquisition costs (as
the acquisition costs amount to one unit, the rental value is 8%). For the rental value of built real
estate properties, a rebate of 50% is granted. Therefore, the relevant rental value amounts to 4%.
The average tax rate is 34.83% in 1998-2001, 35.88% in 2002, 36.96% in 2003, 37.58% in 2004,
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38.94% in 2005-2006 and 30.67% in 2007. The nominal real estate tax thus is 1.39% in 1998-
2001, 1.44% in 2002, 1.48% in 2003, 1.5% in 2004, 1.56% in 2005-2006 and 1.24% in 2007.

Germany: We assumed that the tax base amounts to 25% of the acquisitions costs (= market
value). Considering a tax rate of 0.35% and an average tax coefficient of 442% results in a nomi-
nal real estate tax of 0.39%.

Greece: It is assumed that the nominal real estate tax is 0.03% of the acquisition costs (= fair mar-
ket value) of the building.

Hungary: The real estate tax rate is 900 HUF per m” of the industrial building. The average acqui-
sition costs per m” amount to 80,000-100,000 HUF. Assuming an average value of 90,000 HUF
the nominal rate per unit thus is 1%.

Ireland. The annual rent of the building is assumed to amount to 5% of the acquisition costs. The
rental value is discounted back to the level of 1988, which is about 25% of the market value. The
valuation is 63% (the valuation coefficient for real estate located in Dublin) of rental value. The
average rate is 37.18 in 1998, 38.80 in 1999, 40.54 in 2000, 43.99 in 2001, 46.86 in 2002, 49.90 in
2003, 52.59 in 2004, 55.21 in 2005, and 57.41 in 2006 and 2007.

Italy: The tax value is assumed to amount to 50% of acquisition costs (as the acquisition costs
amount to one unit, the tax value is 50%). The average tax rate is assumed to be 0.55% (which is
the average of the minimum of 0.4% and the maximum of 0.7%). Therefore, the nominal real
estate tax is 0.275%.

Latvia: The tax of 1.5% is levied on the rental income of land which is determined by local tax
authorities. Buildings are taxed separately on the annual average book value.

Lithunania: The tax of 1% is levied on the taxable value of immovable property. It is assumed that
the assessed value is 50% of the acquisition cost.

Liuxcembonrg: 1t is assumed that the tax base amounts to 10% of acquisition costs (= market value).
Considering a tax coefficient of 1% and a tax rate of 750% (Luxembourg City) results in a nomi-
nal real estate tax of 0.75%.

Netherlands: 1t is assumed that the tax base amounts to 100% of the acquisition costs (= market
value).

Poland: The tax base is the area of a building in square metres. An average value per square metre
is assumed, e.g. a tax on the capital invested in buildings is computed indirectly.

Portugal: 'The taxable value is determined by reference to the officially appraised notional rent in
1998-2002. It is assumed that the tax base amounts to 50% of the acquisition costs. The average
tax rate is assumed to be 1% (which is the average of the minimum of 0.7% and the maximum of
1.3%). Therefore the nominal real estate tax is 0.5% in these years. From 2003 on, there is a new
tax base. The taxable value of urban property is determined by reference to certain coefficients
(e.g. average construction price, area and type of construction, age), which aim to fix the taxable
value at 80% to 90% of the market value. It thus is assumed that the tax base is 85% of acquisi-
tion costs. The average tax rate is assumed to be 0.35% (which is the average of the minimum of
0.2% and the maximum of 0.5%). From 2003 on, the nominal real estate tax is 0.30%.

Romania: The tax base corresponds to the market value. For 2005 and 2006 we assume an aver-
age tax rate of 0.75 %(which is the mean of the minimum tax rate 0.5% and the maximum tax
rate 1.0%). Thus the nominal real estate tax rate in 2005 and 2006 is 0.75%. For 2007 we as-
sume an average tax rate is 0.875%(which is the mean of the minimum tax rate 0.25% and the
maximum tax rate 1.5%). Thus the nominal real estate tax in 2007 is 0.875%.

Slovakia: The tax base is the area of a building in square metres. We assume an average value per
square metre, e.g. a tax on the capital invested in buildings is computed indirectly. Due to a re-
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form in the calculation of the tax base the nominal real estate tax increases by about four times
the former tax due from 2005 on.

Spain: The tax value is assumed to amount to 50% of the acquisition costs (as the acquisition
costs amount to one unit, the tax value is 50%). The average tax rate is assumed to 0.8% (which
is the mean of the minimum of 0.4% and the maximum of 1.2%). Therefore the nominal real es-
tate tax 1s 0.4%.

Sweden: 1t is assumed that the tax base amounts to 75% of the acquisition costs (= market value).
The tax rate of 0.5% for industrial property results in a nominal real estate tax of 0.38% (75% x

0.5%).

United Kingdomr: The contractual basis is assumed to apply. For this purpose, the net annual value
is based on the annual rent of the building which is assumed to amount to 5% of the acquisition
costs (as acquisition costs amount to one unit, the annual rent is 5%). The rate in the pound is
47.4 in 1998, 48.9 in 1999, 41.6 in 2000-2001, 43.7 in 2002, 44.4 in 2003, 45.6 in 2004, and 42.2 in
2005-20006.

Norway: The taxable value of the industrial building is assumed to be 35% of the acquisition costs.
The average tax rate is assumed to be 0.45% (which is the mean of the minimum tax rate 0.2%
and the maximum tax rate 0.7%). Thus the nominal real estate tax rate is 0.16%.

Turkey: 1t is assumed that the assessment value corresponds to the market value. However, for
the computation of the taxable base this value is increased by one half. The average tax rate is
generally 0.2%. Thus the nominal real estate tax rate is 0.3%.

Canada: The tax base corresponds to the market value. The city tax rate for Toronto is 4.77% in
2000, 2.57% in 2005, 2.32% in 2006 and 2.31% in 2007. There is an additional tax (education tax)
which is levied at rates of 5.15% in 2000, 2.31% in 2005, and 2.06% in 2006. This results in
nominal real estate taxes of 9.92% in 2000, 4.89% in 2005, 4.38% in 2006 and 4.37% in 2007.

Japan: The tax base corresponds to the market value. The tax rate amounts to 0.3%.

United States: A net wealth tax is imposed on tangible assets, i.e. on industrial buildings and ma-
chinery. The tax rate may not exeed 1% and is levied by the municipality. The tax base is the
market value.
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Table A-4
Non-profit taxes on assets other than real estate tax and net wealth tax (%)

1998-2007
Nominal tax  Effective Assets Nominal  Effective tax Assets
rate tax rate tax rate rate

France 1998 3.166 1.847 Machinery 1.583 0.924 Buildings
1999 3.172 1.903 Machinery 1.586 0.952 Buildings
2000 3.166 1.971 Machinery 1.583 0.985 Buildings
2001 3.177 2.020 Machinery 1.790 1.138 Buildings
2002 3.234 2.088 Machinery 1.617 1.044 Buildings
2003 3.305 2.134 Machinery 1.652 1.067 Buildings
2004 3.343 2.158 Machinery 1.671 1.079 Buildings
2005 3.459 2.251 Machinery 1.730 1.126 Buildings
2006 3.459 2.268 Machinery 1.730 1.134 Buildings
2007 3.617 2.371 Machinery 1.808 1.186 Buildings

Remarks:

The French taxe professionnelle is a kind of property tax which is levied on tangible fixed assets
(i.e. machinery) and on buildings. The tax base for buildings is twice the tax base of real estate
tax; the tax base for machinery equals acquisition costs. As for machinery, 16% of the tax base
with a general deduction of 16% are multiplied with the statutory rate. The average rate is 26.91%
in 2007 and thus the nominal tax rate for machinery is 0.16 x (1-0.16) x 0.2691 = 3.617%. The
effective tax rate considers deductibility from the corporation tax base, ie. in this example
3.617% x (1 — 0.3443).
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Table A-5

Tax treatment of inventories and timing of in tax payments

1998-2007
Year Inventory valuation

Austria 1998-2007 LIFO
Belgium 1998-2007 LIFO
Bulgaria 2005-2007 LIFO
Cyprus 1998-2007 FIFO
Czech Republic 1998-2007 Weighted average
Denmark 1998-2007 FIFO
Estonia 1998-1999 Weighted average

2000-2007 n.a.®
Finland 1998-2007 FIFO
France 1998-2007 Weighted average
Germany 1998-2007 LIFO
Greece 1998-2007 LIFO
Hungaty 1998-2007 LIFO
Ireland 1998-2007 Weighted average
Italy 1998-2007 LIFO
Latvia 1998-2007 Weighted average
Lithuania 1998-2007 LIFO
Luxembourg 1998-2007 LIFO
Malta 1998-2007 LIFO
Nethetlands 1998-2007 LIFO
Poland 1998-2007 LIFO
Portugal 1998-2007 LIFO
Romania 2005-2007 LIFO
Slovakia 1998-2007 Weighted average
Slovenia 1998-2007 LIFO
Spain 1998-2007 LIFO
Sweden 1998-2007 FIFO
United Kingdom 1998-2007 FIFO
Croatia 2005-2007 Weighted average
Norway 2005-2007 FIFO
Switzetland 2005-2007 LIFO
Turkey 2005-2007 Weighted average
Canada 2000, 2005-2007 Weighted average
Japan 2000, 2005-2007 LIFO
USA 2000, 2005-2007 LIFO

() In Estonia, only distributed profits are taxable. Thus, valuation of assets for tax purposes is irrelevant.

Remarks:

Valuation of inventories represents the most tax-efficient possibility; other possibilities are ig-

nored.
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Table A-6
Capital allowances for industrial buildings (%)

1998-2007
Kind of allowance Allowance rate Length of period (years)
Austria 1998-2000 SL 4 25
2001-2003 SL 7 1
SL. 3 31
2004-2007 SL 3 33.33
Belgium 1998-2007 DB 10 7
SL 5 9
SL 2.83 1
Bulgatia 2005-2007 SL 4 25
Cyprus 1998-2007 SL 4 25
Czech Republic 1998 DB see remarks 45
1999-2007 DB see remarks 30
Denmark 1998-2007 SL 5 20
Estonia 1998-1999 DB 8 ufd
2000-2007 n.a.® n.a. n.a.
Finland 1998-2007 DB 7 ufd
France 1998-2007 SL 5 20
Germany 1998 SL 10 4
SL. 5 3
SL. 2.5 18
1999-2000 SL 4 25
2001-2007 SL 3 33.3
Greece 1998-2007 SL 8 12.5
Hungary 1998-2004 SL 14.5 7
2005-2007 SL 2 50
Ireland 1998-2007 SL 4 25
Ttaly 1998-2007 SL 4 1
SL 8 2
SL 4 20
Latvia 1998-2007 DB 10 ufd
Lithuania 1998-1999 SL 2.5 40
2000-2001 SL 10 10
2002-2007 DB 25 ufd
Luxembourg 1998-2007 SL 4 25
Malta 1998-2007 SL 12 1
SL 2 44
Netherlands 1998-2007 SL 2.5 40
Poland 1998-2007 SL 2.5 40
Portugal 1998-2007 SL 5 20
Romania 2005-2007 SL 2.5 40
Slovakia 1998-2002 DB see remarks 40
2003 DB see remarks 30
2004-2007 DB see remarks 20
Slovenia 1998-2002 SL 10 10
2003-2006 SL 5 20
2007 SL 3 33.33
Spain 1998-2007 SL 3 33.33
Sweden 1998-2007 SL 4 25
United Kingdom 1998-2007 SL 4 25
Croatia 2005-2007 SL 5 20
Norway 2005-2007 DB 4 ufd
Switzerland 2005-2007 DB 8 ufd
Turkey 2005-2007 DB 20 5
SL 6.55 5
Canada 2000, 2005-2007 DB® 4 ufd
Japan 2000, 2005-2007 SL 2.63 38

A-12



Kind of allowance Allowance rate Length of period (years)

USA 2000, 2005-2007 SL 2.46 1
SL 2.56 38
SL 0.11 1

) In Estonia, only distributed profits are taxable. Thus, valuation of assets for tax purposes is irrelevant.
@ In Canada, only half of the annual depreciation is considered in the first year (half-year rule).

DB: Declining- balance

SL: Straight line

ufd: Undl fully depreciated

Remarks:
Kind of allowance represents the most tax-efficient possibility; other possibilities are ignored.

Czech Republic and Shvakia: Depreciation does not follow the typical methods of declining- bal-
ance or straight line method. The depreciation of one year is determined by the useful life of the
asset and the remaining years of depreciation. In the first year in the case of industrial buildings
with a useful life of 30 years, depreciation is 3,3% (100/33). The following years, the residual
value is multiplied by two and divided by the remaining years of depreciation plus one year. Le.
for the second year: (1-3.3%) x 2 / (30-1+1)= 6.4%.
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Table A-7
Capital allowances for machinery (%)

1998-2007
Kind of allowance Allowance rate  Length of period (years)
Austria 1998-2007 SL 14.29 7
Belgium 1998-2007 DB 28.87 3
SL. 14.29 2
SL. 7.87 1
Bulgaria 2005-2007 SL. 30 3,33
Cyprus 1998-2007 SL 10 10
Czech Republic 1998-2007 DB see remarks 6
Denmark 1998-2000 DB 30 ufd
2001-2007 DB 25 ufd
Estonia 1998-1999 DB 40 ufd
2000-2007 n.a.® n.a. n.a.
Finland 1998 DB 30 ufd
1999-2007 DB 25 ufd
France 1998-2000 DB 35.71 5
SL 5.49 2
2001-2007 DB 32.14 5
SL 3.07 2
Germany 1998-2000 DB 30 4
SL. 8 3
2001-2005 DB 20 2
SL. 12.8 5
2006-2007 DB 30 4
SL 8 3
Greece 1998-2007 DB 42.86 4
SL 10.7 1
Hungaty 1998-2004 SL. 14.5 7
2005-2007 SL. 50 2
Ireland 1998-2000 SL. 15 6.67
2001-2002 SL 20 5
2003-2007 SL 12.5 8
Ttaly 1998-2007 SL 12.5 1
SL 25 2
SL 12.5 3
Latvia 1998-2007 DB 40 ufd
Lithuania 1998-1999 SL. 14.29 7
2000-2001 SL. 33.33 3
2002-2007 DB 40 ufd
Luxembourg 1998-2007 DB 30 4
SL 8 3
Malta 1998-2007 DB 40 1
DB 20 1
SL. 9.6 5
Netherlands 1998-2007 SL. 14.29 7
Poland 1998-2002 SL 20 1
SL. 10 9
2003-2006 SL 30 1
SL 10 7
2007 SL 10 10
Romania 2005-2007 SL 50 1
SL. 8,33 6
Portugal 1998-2007 DB 35.71 ufd
Slovakia 1998-2002 DB see remarks 8
2003-2007 DB see remarks 6
Slovenia 1998-2002 SL 33.33 3
2003-2006 SL 25 4
2007 SL 20 5
Spain 1998-2007 DB 28.57 4
SL. 8.68 3
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Kind of allowance Allowance rate  Length of period (years)

Sweden 1998-2007 DB 30 ufd

United Kingdom 1998-2007 DB 25 ufd
Croatia 2005-2007 SL 25 4

Norway 2005-2007 DB 20 ufd

Switzerland 2005-2007 DB 30 ufd
Tutkey 2005-2007 DB 28.57 4
SL 8.68 3

Canada 2000, 2005-2006 DB® 30 ufd
2007 SL® 50 2

Japan 2000, 2005-2007 DB 20,6 ufd
USA 2000, 2005-2007 DB 14.29 1
DB 24.49 6
SL 8.92 1

M) In Estonia, only distributed profits are taxable. Thus, valuation of assets for tax purposes is irrelevant.
@ In Canada, only half of the annual depreciation is considered in the first year (half-year rule).

DB: Declining- balance

SL: Straight line

ufd: Until fully depreciated

Remarks:
Kind of allowance represents the most tax-etficient possibility; other possibilities are ignored.

If the depreciation period depends on the useful life of the asset, we assume a period of 7 years
for the calculation of the allowance rate.

Czech Republic and Slovakia: Depreciation does not follow the typical methods of declining balance
ot straight-line method. The depreciation of one year is determined by the useful life of the asset
and the remaining years of depreciation. In the first year in case of machinery with a useful life of
six years, depreciation is 16.7% (100/6). In the following years, the residual value is multiplied by
two and divided by the remaining years of depreciation plus one year. I. e. for the second year: (1
—16.7%) x 2/(6-1+1) = 27.8%.
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Table A-8

Capital allowances for intangibles — specifically the purchase of a patent (%)

1998-2007
Kind of allowance  Allowance rate  Length of period (years)
Austria 1998-2007 SL 10 10
Belgium 1998-2007 SL. 20 5
Bulgaria 2005-2007 SL 15 6.67
Cyprus 1998-2007 SL 10 10
Czech Republic 1998 DB see remarks 15
1999-2003 DB see remarks 12
2004-2007 SL 16,66 6
Denmark 1998-2007 SL 100 1
Estonia 1998-1999 DB 40 ufd
2000-2007 n.a.® n.a. n.a.
Finland 1998-2007 SL 10 10
France 1998-2007 SL 20 5
Germany 1998-2007 SL 20 5
Greece 1998-2007 SL 10 10
Hungary 1998-2004 SL. 10 10
2005-2007 SL 50 2
Ireland 1998-2007 SL 10 10
Ttaly 1998-2007 SL 33.33 3
Latvia 1998-2007 SL 20 5
Lithuania 1998-1999 SL 10 10
2000-2001 SL 50 2
2002-2007 DB 66.66 ufd
Luxembourg 1998-2007 SL 20 5
Malta 1998-2007 SL. 10 10
Netherlands 1998-2007 SL 10 10
Poland 1998-2007 SL 20 5
Portugal 1998-2007 SL 10 10
Romania 2005-2007 SL 50 1
SL 5.55 9
Slovakia 1998-1999 DB see remarks 15
2000-2007 SL. 20 5
Slovenia 1998-2004 SL. 20 5
2005-2007 SL 10 10
Spain 1998-2007 DB 25 6
SL 4.45 4
Sweden 1998-2007 DB 30 ufd
United Kingdom 1998-2001 DB 25 ufd
2002-2007 SL 10 10
Croatia 2005-2007 SL. 25 4
Norway 2005-2007 SL 10 10
Switzerland 2005-2007 DB 40 ufd
Turkey 2005-2007 DB 13.32 7
SL 4.55 8
Canada 2000, 2005-2007 DB® 25 ufd
Japan 2000, 2005-2007 SL. 12.5 8
USA 2000, 2005-2007 SL. 6.66 15

() In Estonia, only distributed profits are taxable. Thus, valuation of assets for tax purposes is irrelevant.
@ In Canada, only half of the annual depreciation is considered in the first year (half-year rule).

DB: Declining- balance

SL: Straight line

ufd: Untl fully depreciated

Remarks:

Kind of allowance represents the most tax-efficient possibility; other possibilities are ignored. If
the depreciation period depends on the useful life of an intangible asset and no period is specific
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in the national tax codes, a period of 10 years was assumed for the calculation of the allowance
rate.

Belginnr: In addition, a first year allowance of 13.5% applies. In the years 2001 and 20006, the first
year allowance amounted to 14.5%.

Czech Republic and Slovakia: Depreciation does not follow the typical methods of declining balance
or straight- line method. The depreciation of one year is determined by the useful life of the asset
and the remaining years of depreciation. In the first year in case of machinery with a useful life of
12 years, depreciation is 8.3% (100/12). In the following yeats, the tesidual value is multiplied by

two and divided by the remaining years of depreciation plus one year. I. e. for the second year: (1
—8.3%) x 2/(12-1+1) = 15.3%.
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Table A-9
Treatment of foreign source dividends received by parent companies from EU subsidiaries
(qualified participation) 1998-2007

Elimination of double Amount of tax- ex-  Deductibility of costs
taxation of dividends  empt dividends (%) related to tax-exempt
foreign dividends

Austria 1998-2004 Exemption 100 no
2005-2007 Exemption 100 yes
Belgium 1998-2007 Exemption 95 yes
Bulgaria 2005-2007 Exemption 95 yes
Cyprus 1998-2002 Credit with limitation yes
2003-2007 Exemption 100 yes
Czech Republic 1998-2003 Credit with limitation no
2004-2007 Exemption 100 no
Denmark 1998-2007 Exemption 100 yes
Estonia 1998-2004 Credit with limitation yes
2005-2007 Exemption 100 yes
Finland 1998-2007 Exemption 100 yes
France 1998 Exemption 100 yes
1999-2001 Exemption 97.5 yes
2002-2007 Exemption 95 yes

Germany 1998 Exemption 100 see comments(")
1999-2000 Exemption 95 yes
2001-2007 Exemption 95 yes
Greece 1998-2007 Credit with limitation yes
Hungary 1998-2007 Exemption 100 yes
Ireland 1998-2007 Credit with limitation yes
Italy 1998-2007 Exemption 95 yes
Latvia 1998-2000 Credit with limitation yes
2001-2007 Exemption 100 yes
Lithuania 1998-2007 Exemption 100 yes
Luxembourg 1998-2007 Exemption 100 yes
Malta 1998-2007 Credit with limitation yes
Netherlands 1998-2007 Exemption 100 no
Poland 1998-2006 Credit with limitation yes
2007 Exemption 100 yes
Portugal 1998-2006 Exemption 95 yes
2001-2007 Exemption® 100 yes
Romania 2005-2006 Credit with limitation yes
2007 Exemption® 100 yes
Slovakia 1998-2003 Credit with limitation yes
2004-2007 Exemption 100 no
Slovenia 1998-2006 Exemption 100 no
2007 Exemption 95 yes
Spain 1998-1999 Credit with limitation yes
2000-2007 Exemption 100 yes
Sweden 1998-2007 Exemption 100 yes
United Kingdom 1998-2007 Credit with limitation yes
Croatia 2005-2007 Exemption 100 yes
Norway 2005-2007 Exemption 100 yes
Switzerland 2005-2007 Exemption 100 yes
Turkey 2005-2007 Exemption 100 yes
Canada 2000, 2005-2007 Exemption 100 yes
Japan 2000, 2005-2007  Credit with limitation yes
USA 2000, 2005-2007  Credit with limitation yes

M In principle, no deduction of interest. Full deductibility in case of a foreign subsidiary which does not distribute
profits (so-called ballooning in case of profit retention). The latter case is not considered in the determination of
effective tax levels.

@ Cross-border dividends from a subsidiary allocated in an EU member state are tax-exempt. Other dividends are
taxable, foreign taxes are credited against domestic corporate income tax.
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Remarks:

In July 2007, Denmark introduced a limitation of interest deductions. This limitation might have
an impact on the deductibility of interest related to tax-exempt foreign dividends. Within the cal-
culation of effective tax levels, it is however assumed that interest is fully deductible.

Table A-10
Personal income rates including surcharges (%)
2005-2007
Dividends Interest Capital gains upon disposal
of shares
A B C A B C A B C
Austria 2005-2007 - 25 25 - 25 25 - - 25
Belgium 2005 - 25 25 - 15 15 - - 16.5
2006-2007 - 25 25 - 15 15 - - -0
Bulgaria 2005-2007 7 7 7 - - - - 24 24
Cyprus 2005-2007 - 15 15 3 10 10 - - -
Czech Re- 2005 15 15 15 15 15 15 - - -
public
2006-2007 - 15 15 - 15 15 - - -
Denmark 2005-2007 28 43 43 - 59 59 28 43 43
Estonia 2005-2006 - - - - - - - 24 24
2007 - - - - - - - 22 22
Finland 2005 15.96  15.96 15.96 28 28 28 - 28 28
2006-2007  19.6 19.6 19.6 28 28 28 - 28 28
France 2005 - 33.8 33.8 - 27 27 - 27 27
2006 - 30 30 - 27 27 - 27 27
2007 - 33.78 33.78 - 27 27 - 27 27
Germany 2005-2006 - 22.16 22.16 - 44.31 44.31 - - 22.16
2007 - 23.74 23.74 - 47.48 47.48 - - 23.74
Greece 2005-2007 - - - - 40 40 20 20 20
Hungary 2005-2006 25 25 25 - 38 38 25 25 25
2007 25 25 25 20 20 20 25 25 25
Ireland 2005-2007 20 42 42 20 20 20 - 20 20
Italy 2005-2007  12.5 12.5 17.76 12.5 12.5 12.5 12.5 12.5 17.76
Latvia 2005-2007 - - - - - - - - -
Lithuania 2005-2007 15 15 15 - - - - - 15
Luxembourg 2005 - 19.48 19.48 - 38.95 38.95 - - 19.48
2006-2007 - 19.48 19.48 - 10 10 - - 19.48
Malta 2005-2007 - 35 35 - 35 35 - 35 35
Netherlands  2005-2007 - - 25 - - - - - 25
Poland 2005-2007 19 19 19 19 19 19 19 19 19
Portugal 2005-2007 - 20 20 - 20 20 - - -
Romania 2005 10 10 10 10 10 10 1 1 1
2006 16 16 16 16 16 16 1 1 1
2007 16 16 16 16 16 16 16 16 16
Slovakia 2005-2007 - - - 19 19 19 - 19 19
Slovenia 2005 - 32,5 32,5 - 50 50 - - 20
2006-2007 20 20 20 - 15 15 - - -
Spain 2005-2006 23 23 23 - 45 45 - 15 15
2007 - 18 18 18 18 18 18 18 18
Sweden 2005-2007 30 30 30 30 30 30 30 30 30
United 2005-2007 10 32.5@  32.5@ - 40 40 - 35.6 14
Kingdom
Croatia 2005-2007 - - - - - - - - -
Norway 2005-2007 - 28 28 - 28 28 - 28 28
Switzerland ~ 2005-2007 - 40.36 40.36 - 40.36 40.36 = = =
Turkey 2005 - 20 20 - 40 40 - = =
2006-2007 - 17.5 17.5 15 15 15 - - -
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Canada 2005

2006
2007

Japan 2005-2006

USA 2005-2006
2007

- 31.34
- 25.090
- 24.640
- 43.6

- 22.91
- 23.76

31.34
25.090
24.640

43.6

22.91

23.76

20

46.41
46.41
46.41
20
41.05
41.7

46.41
46.41
46.41
20
41.05
41.7

23.21
23.21
23.21
20
2291
23.76

23.21
23.21
23.21
20
22.91
23.76

A: zero-rate sharecholder.

B: top-rate shareholder with no qualified (substantial) participation.

C: top-rate shareholder with qualified (substantial) participation depending on the national tax provisions.
@ Since 2007, capital gains are only taxable if a substantial participation is sold to a legal entity outside the EEA.
@ An imputation credit of 10% is granted.
® Tax rate on eligible dividends.

Table A-11
Marginal tax rates of individual net wealth tax on shareholdings and lending (%)
2005-2007
Source of property Shareholding Lending
Non qualified Qualified
shareholding shareholding
Austtia 2005-2007 - - -
Belgium 2005-2007 - = =
Bulgaria 2005-2007 - - -
Cyprus 2005-2007 - - -
Czech Republic 2005-2007 - - -
Denmark 2005-2007 - - -
Estonia 2005-2007 - - -
Finland 2005 0.56 0.24 -
2006-2007 - - -
France 2005-2007 1.8 - 1.8
Germany 2005-2007 - - -
Greece 2005-2007 - - -
Hungary 2005-2007 - - -
Ireland 2005-2007 - - -
Italy 2005-2007 - - -
Latvia 2005-2007 - - -
Lithuania 2005-2007 - = =
Luxembourg 2005 - - -
2006-2007 - - -

Malta 2005-2007 - - -
Netherlands 2005-2007 1.2 - 1.2
Poland 2005-2007 - - -
Portugal 2005-2007 - - -
Romania 2005-2007 - - -
Slovakia 2005-2007 - - -
Slovenia 2005-2007 - - -
Spain 2005-2007 2.5 0 2.5
Sweden 2005-2006 1.2 - 1.5

2007 - - -
United Kingdom 2005-2007 - - -
Croatia 2005-2007 - - -
Norway 2005 0.72 0.72 0.11

2006 0.88 0.88 0.11

2007 0.94 0.94 0.11
Switzerland 2005-2007 - 0.67 0.67
Turkey 2005-2007 - - -
Canada 2005-2007 - - -
Japan 2005-2006 - - -
USA 2005-2007 - - -
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Remarks:
France: Substantial shareholding (>25%) is exempt from net worth tax.

Liuxcembonrg: Shareholders are subject to a net worth tax of 0.5%, which is not levied anymore
since 20006.

Norway: We assume a rate of 0.4% for federal net wealth tax and a rate of 0.7% for municipal net
wealth tax. Shares are valued to 65% in 2005, to 80% in 2006 and to 85% in 2007.
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Table A-12
Withholding tax rates on cross-border interest payments from the subsidiary to the parent company (%)
1998-2007

AU BE BU CY CZ DK EO FI FR DE GR HU IR IT LA LI LU MA NL PL PT RO SK SV ES§ SE UK CR NO CH TK CA JP US
Austria
1998-2006 = - = = - = - - = - = = - - = - = = - = - - = - - = - = = - = - -
Belgium
1998 15 15 10 15 15 10 15 15 10 15 15 15 15 15 15 10 10 10 15 10 15 15 10 15
1999 15 15 10 15 15 10 15 15 10 15 15 15 15 15 15 10 10 10 15 10 15 15 10 15
2000 15 10 10 15 15 10 15 15 10 15 15 15 15 15 15 10 10 10 15 10 15 15 10 15 15 10 15
2001 15 10 10 15 15 10 15 15 10 15 15 15 15 15 15 10 10 10 15 10 15 15 10 15
2002 15 10 10 15 15 10 15 15 10 15 15 15 15 15 15 10 10 10 15 10 15 15 10 15
2003 15 10 10 15 15 10 15 15 10 15 15 15 15 15 15 10 10 10 15 10 10 15 10 15
2004 = = = - = - - = - = = - - = - = = - = - = - - =
2005 = 10 - = - = - - = - = = - - = - = = - - 10 - = - - - 10 - - 15 10 10 15
2006 = 10 - = = = - = = - = = - = = - = = = - 10 - = - = - 10 - - 15 10 10 15
2007 = - = = = = - = = - = = - = = - = = = = - = = - = - 10 - - 15 10 10 15
Bulgaria
2005 - 10 7 10 - 15 - = - 10 10 5 - 5 15 10 - - 10 10 15 10 5 - = -5 - 10 10 10 10 15
2006 - 10 7 10 - 15 - = - 10 10 5 - 5 15 10 - - 10 10 15 10 5 - = -5 - 10 10 10 10 15
2007 - 10 7 10 - 10 - = - 10 10 5 - 5 10 10 - - 10 10 10 10 5 - = -5 - 10 10 10 10 10
Cyprus
1998 - 25 10 10 25 25 10 10 10 10 - 10 25 25 25 10 25 10 25 10 10 25 10 10
1999 - 25 10 10 25 25 10 10 10 10 - 10 25 25 25 10 25 10 25 10 10 25 10 10
2000 - 10 10 10 25 25 10 10 10 10 - 10 25 25 25 10 25 10 25 10 10 25 10 10 15 25 10
2001 - 10 10 10 25 25 10 10 10 10 - 10 25 25 25 10 25 10 25 10 10 25 10 10
2002 - 10 10 10 25 25 10 10 10 10 - 10 25 25 25 10 25 10 25 10 10 25 10 10
2003-2007 = = = = = = = = = = = = = = = = = = = = = = = =
Czech Republic
1998 - 10 10 - 10 - = - 10 - = - 10 10 - = - 10 10 = 25 = = =
1999 - 10 10 - 10 - = - 10 - = - 10 10 - = - 10 10 = 5 = = =
2000 - 10 10 - 10 - - - 10 - = - 10 10 - = - 10 10 - 5 = - = 10 10
2001 - 10 10 - 10 - - - 10 - = - 10 10 - = - 10 10 - 5 = - =
2002 - 10 10 - 10 - = - 10 - = - 10 10 - = - 10 10 - 5 = = =
2003 - 10 10 - 10 - = - 10 - = - 10 10 - = - 10 10 - 5 = = =
2004 - 10 10 - 10 - = - 10 - = - 10 10 - = - 10 10 = 5 = = =
2005 = - 10 - = = = = = = = = = = = = = = = = 7 = = = = = = = - 10 10 10 -
2006 = - 10 - = = = = = = = = = = = = = = = - 7 = = = = = = = - 10 10 10 -
2007 = = = = = = = = = = = = = = = = = = = = = = = = = = = = = - 10 10 10 -
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AU BE BU CY CZ DK EO FI FR DE GR HU IR IT LA LI LU MA NL PL PT RO SK SV ES SE UK CR NO CH TK CA JP US

Denmark
1998-2007 = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = =
Estonia
1998 26 26 26 10 10 10 10 10 26 26 26 26 - - 26 26 10 10 26 26 26 26 10 10
1999 26 26 26 10 10 10 10 10 26 26 10 26 - - 26 26 10 10 26 26 26 26 10 10
2000 26 26 26 10 10 10 10 10 26 26 10 26 - - 26 26 10 10 26 26 26 26 10 10 10 26 10
2001 26 26 26 10 10 10 10 10 26 26 10 10 - - 26 26 10 10 26 26 26 26 10 10
2002 26 26 26 10 10 10 10 10 26 26 10 10 - - 26 26 10 10 26 26 26 26 10 10
2003 10 26 26 10 10 10 10 10 26 26 10 10 - - 26 26 10 10 26 26 26 26 10 10
2004-2007 = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = =
Finland
1998-2007 = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = =
France
1998 - 15 10 - - 10 10 = - = - 10 15 10 10 10 10 - 12 - - 10 - =
1999 - 15 10 - - 10 10 = - = - 10 15 10 10 10 10 - 12 - - 10 - =
2000 - 15 10 - - 10 10 = - = - 10 15 10 - 10 10 - 12 = - 10 - = 10 10
2001 - 15 10 - - 10 10 = - = - 10 15 10 - 10 10 - 12 = - 10 - =
2002 - 15 10 - - 10 10 = = = - 10 10 10 - 10 10 - 12 = - 10 - =
2003 - 15 10 - - 10 10 = = = - 10 10 10 - 10 10 - 12 S - 10 - -
2004 = = = = = = = = = = = = = = = = = = = = = = = =
2005 = = = = = = = = = = = = = = = = = = = S OR= = = = = = = - 15 10 10 -
2006 = = - = = - = - = - = = - - = - = = - - 10 - = - - = - = - 15 10 10 -
2007 = = - = = - = - = - = = - - = - = = - = - - = - - = - = - 15 10 10 -
Germany
1998-2007 = = - = = = = - = - = = - = = - = = = = - = = - = = - = = = = - =
Greece
1998 10 15 10 10 8 40 10 10 10 10 40 10 40 40 8 40 10 10 40 10 40 40 10 -
1999 10 15 10 10 8 40 10 10 10 10 40 10 40 40 8 40 10 10 40 10 40 40 10 -
2000 10 15 10 10 8 40 10 10 10 10 40 10 40 40 8 40 10 10 40 10 40 40 10 - 40 40 40
2001 10 15 10 10 8 37.5 10 10 10 10 37.5 10 37.537.5 8 37.5 10 10 37.5 10 37.5375 10 -
2002 10 15 10 10 8 35 10 10 10 10 35 10 35 35 8 35 10 10 35 10 35 35 10 -
2003 10 15 10 10 8 35 10 10 10 10 35 10 35 35 8 35 10 10 15 10 35 8 10 -
2004 10 15 10 10 8 35 10 10 10 10 35 10 35 35 8 35 10 10 15 10 10 8 10 -
2005 10 10 10 10 10 8 10 10 10 10 10 5 10 10 10 8 10 10 10 10 10 10 10 8 10 - 10 10 10 12 29 29 29
2006 10 10 10 10 10 8 10 10 10 10 0 5 10 10 10 8 10 10 10 10 10 10 10 8 10 - 10 10 10 12 29 29 29
2007 10 10 10 10 10 8 10 10 10 10 0 5 10 10 10 8 10 10 10 10 10 10 10 8 10 - 10 10 10 12 25 25 25
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AU BE BU CY CZ DK EO FI FR DE GR HU IR IT LA LI LU MA NL PL PT RO SK SV ES SE UK CR NO CH TK CA JP US

Hungary

1998 - 15 10 - 18 - - - 10 - - 18 18 - 10 - 10 18 = = = = =

1999 - 15 10 - 18 - - - 10 - - 18 18 - 10 - 10 18 = = = = =

2000 - 15 10 - 18 - - - 10 - - 18 18 - 10 - 10 18 = = = = = 10 10

2001 - 15 10 - 18 - - - 10 - - 18 18 - 10 - 10 10 = = = = =

2002 - 15 10 - 18 - - - 10 - - 18 18 - 10 - 10 10 s = = = =

2003 - 15 10 - 18 - - - 10 - - 18 18 - 10 - 10 10 s = = = =

2004 = = = = = = = = = - - - - - 10 - 10 10 = = = = =

2005 - - 10 - = = = = = = = = = = = = = = = 15 = = = = = = 10 10 10 -

2006 - - 10 - = = = = = = = = = = = = = = =15 = = = = = = 10 10 10 -

2007 = = = = = = = = = = = = = = = = = = = = = = = = = = = = = =
Ireland

1998 - 15 = - 26 - - - 26 10 26 26 - 26 - 10 15 26 26 - - -

1999 - 15 = - 10 - - - 24 10 10 10 - 24 - 10 15 24 24 - - -

2000 - 15 = - 10 - - - 24 10 10 10 - 24 - 10 15 = 24 = <= = 24 10

2001 - 15 = - 10 - - - 22 10 10 10 - 22 - 10 15 = 22 = = =

2002 - 15 = - 10 - - - 20 10 10 10 - 20 - 10 15 - 2 - - -

2003 - 15 = - 10 - - - 20 10 10 10 - 20 - 10 15 = 5 = = =

2004 = = = = = = = = = = = = = = = = = = = = = =

2005 = = 5 = = = = = = = = = = = = = = = 3 = = = = = = 20 20 10 -

2006 = = 5 = = = = = = = = = = = = = = = 3 = = <= = = = 20 10 10 -

2007 = = = = = = = = = = = = = = = = = = = = = = = = = 20 10 10 -
Italy

1998 10 15 10 15 15 15 10 10 10 10 27 27 10 10 10 10 15 - 10 12 15 10

1999 10 15 10 15 15 15 10 10 10 10 27 27 10 10 10 10 15 - 10 12 15 10

2000 10 15 10 15 15 15 10 10 10 10 27 10 10 10 10 10 15 - 10 12 15 10 15 10 15

2001 10 15 10 15 10 15 10 10 10 10 27 10 10 10 10 10 15 - 10 12 15 10

2002 10 15 10 15 10 15 10 10 10 10 27 10 10 10 10 10 15 - 10 12 15 10

2003 10 15 10 15 10 15 10 10 10 10 27 10 10 10 10 10 15 - 10 12 15 10

2004 = = = = = = = = = = = = = = = = = = = = = =

2005 = = = = = = = = = = = s = = = = = = 1O = = = = = 10 15 15 10 15

2006 = = = = = = = = = = = s = = = = = = 1O = = = = = 10 15 15 10 15

2007 = = = = = = = = = = = = = = = = = = = = = = = = 10 15 15 10 15
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AU BE BU CY CZ DK EO FI FR DE GR HU IR IT LA LI LU MA NL PL PT RO SK SV ES SE UK CR NO CH TK CA JP US
Latvia
1998 10 10 10 10 10 - 10 10 10 10 10 10 10 - 10 10 10 10 10 10 10 10 10 10
1999 10 10 10 10 10 - 10 10 10 10 10 10 10 - 10 10 10 10 10 10 10 10 10 10
2000 10 10 10 10 10 - 10 10 10 10 10 10 10 - 10 10 10 10 10 10 10 10 10 10 10 10 10
2001 10 10 10 10 10 - 10 10 10 10 10 10 10 - 10 10 10 10 10 10 10 10 10 10
2002 10 10 10 10 10 10 10 10 10 10 10 10 10 - 10 10 10 10 10 10 10 10 10 10
2003 10 10 10 10 10 10 10 10 10 10 10 10 10 - 10 10 10 10 10 10 10 10 10 10
2004 10 10 10 10 10 10 10 10 10 10 10 10 10 - 10 10 10 10 10 10 10 10 10 10
2005 10 10 5 10 10 10 10 10 10 10 10 10 10 10 - 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10
2006 10 10 5 10 10 10 10 10 10 10 10 10 10 10 - 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10
2007 10 10 5 10 10 10 10 10 10 10 10 10 10 10 - 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10
Lithuania
1998 15 15 15 10 10 - 10 15 10 15 15 15 15 - 15 15 15 10 15 15 15 15 10 15
1999 15 15 15 10 10 - 10 15 10 15 15 10 15 - 15 15 15 10 15 15 15 15 10 15
2000 15 15 15 10 10 - 10 15 10 15 15 10 10 - 15 15 15 10 15 15 15 15 10 15 10 15 15
2001 15 15 15 10 10 - 10 15 10 15 15 10 10 - 15 15 10 10 15 15 15 15 10 15
2002 10 10 10 10 10 - 10 10 10 10 10 10 10 - 10 10 10 10 10 10 10 10 10 10
2003 10 10 10 10 10 - 10 10 10 10 10 10 10 - 10 10 10 10 10 10 10 10 10 10
2004 10 10 10 10 10 - 10 10 10 10 10 10 10 - 10 10 10 10 10 10 10 10 10 10
2005 10 10 10 10 10 10 - 10 10 10 10 10 10 10 - 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10
2006 10 10 10 10 10 10 10 10 10 10 10 10 10 10 - 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10
2007 10 10 10 10 10 10 10 10 10 10 10 10 10 10 - 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10
Luxembourg
1998-2007 = = - = = = = - = = - = = - = = = = = = - = = - = = - = = = = - =
Malta
1998-2007 = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = =
Netherlands
1998-2007 = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = =
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AU BE BU CY CZ DK EO FI FR DE GR HU IR IT LA LI LU MA NL PL PT RO SK SV ES SE UK CR NO CH TK CA JP US

Poland

1998 - 10 10 10 - 10 - = - 10 10 10 10 10 10 10 10 - 20 10 20 - = -

1999 - 10 10 10 - 10 - = - 10 10 10 10 10 10 10 10 - 10 10 10 - = -

2000 - 10 10 10 - 10 - - - 10 10 10 10 10 10 10 10 - 10 10 10 - - = 15 10

2001 - 10 10 10 - 10 - - - 10 10 10 10 10 10 10 10 - 10 10 10 - - =

2002 - 10 10 10 - 10 - = - 10 10 10 10 10 10 10 10 - 10 10 10 - = =

2003 - 10 10 10 - 10 - = - 10 10 10 10 10 10 10 10 - 10 10 10 - = =

2004 - 10 10 10 - 10 - = - 10 10 10 10 10 10 10 10 5 10 10 10 - S -

2005 -5 10 10 10 - 10 - - 5 10 10 10 10 10 10 10 10 5 10 10 10 10 - = - 10 - 10 10 15 10 -

2006 5 5 10 10 10 - 10 - - 5 10 10 10 10 10 10 10 10 5 10 10 10 10 - = - 10 - 10 10 15 10 -

2007 5 5 10 10 10 - 10 - - 5 10 10 10 10 10 10 10 10 5 10 10 10 10 - -5 10 - 10 10 15 10 -
Portugal

1998 10 15 20 10 20 20 15 12 15 20 20 15 15 20 20 20 20 20 20 20 20 15 20 10

1999 10 15 20 10 20 20 15 12 15 20 20 15 15 20 20 20 20 20 10 20 20 15 20 10

2000 10 15 20 10 20 20 15 12 15 20 20 15 15 20 20 20 20 20 10 20 20 15 20 10 20 20 10

2001 10 15 20 10 20 20 15 12 15 20 10 15 15 20 20 15 20 10 10 20 20 15 20 10

2002 10 15 20 10 20 20 15 12 15 20 10 15 15 20 20 15 10 10 10 20 20 15 20 10

2003 10 15 20 10 10 20 15 12 15 15 10 15 15 20 20 15 10 10 10 20 20 15 20 10

2004 10 15 20 10 10 20 15 12 15 15 10 15 15 10 10 15 10 10 10 20 20 15 10 10

2005 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 20 10 10 20 10 20 10

2006 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 20 10 10 20 10 20 10

2007 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 20 10 10 15 10 20 10
Romania

2005 10 10 15 10 7 10 15 5 10 - 10 15 3 10 10 10 10 5 3 10 10 10 5 10 10 10 10 10 10 10 10 10 10

2006 10 10 15 10 7 10 15 5 10 - 10 15 3 10 10 10 10 5 3 10 10 10 5 10 10 10 10 10 10 10 10 10 10

2007 o 10 10 10 7 10 10 5 10 - 10 10 3 10 10 10 10 5 3 10 10 10 5 10 10 10 10 10 10 10 10 10 10
Slovakia

1998 - 10 10 - = 25 = = - 10 - 25 - 25 25 - 25 - 10 25 S = = -

1999 - 10 10 - = 25 = = - 10 - 25 - 25 25 - 25 - 10 25 S = = -

2000 - 10 10 - - 25 - - - 10 - = - 25 25 - 25 - 10 25 = - - = 25 10

2001 - 10 10 - - 25 - - - 10 - = - 10 25 - = - 10 25 = - - =

2002 - 10 10 - = 25 - = - 10 - = - 10 25 - = - 10 25 = - = =

2003 - 10 10 - = 25 - = - 10 - = - 10 10 - = - 10 25 = - = =

2004 - 10 10 - - 19 - = - 10 - = - 10 10 - - - 10 19 = = = =

2005 = - 10 - = = = = = = = = = = = = = = = = - 10 = = = - 10 - - 10 10 10 -

2006 = - 10 - = = = = = = = = = = = = = = = = - 10 = = = - 10 - - 10 10 10 -

2007 = = = = = = = = = = = = = = = = = = = = = = = = = - 10 - - 10 10 10 -
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AU BE BU CY CZ DK EO FI FR DE GR HU IR IT LA LI LU MA NL PL PT RO SK SV ES SE UK CR NO CH TK CA JP US
Slovenia
1998-2004 = = = = = = = = = = = = = = = = = = = = = =
2005 = = 5 = = = = = = = = = = 5 = = = 25 10 10 25 5
2006 = = 5 = = - - - = - = - - 5 = - - 5 10 10 25 5
2007 = = - = = - - - = - = - = - - - - 5 10 10 15 5
Spain
1998 = = 25 25 - = 25 25 = 25 = = = 25 =
1999 = = 25 25 - = 25 25 = 25 = = = 25 =
2000 = = 25 25 = - 25 25 - 25 = = - 25 = 15 10 10
2001 = = 18 18 = - 18 18 - 18 = = - 18 =
2002 = = 18 18 = - 18 18 - 18 = = - 18 =
2003 = = 15 15 = = 15 15 = 15 = = - 5 =
2004 = = = = - - - = - = - = - = =
2005 = = - = = - - - = - = - = - - = - 15 10 15 10 10
2006 = = - = = - - = = - = = = - = = - 15 10 15 10 10
2007 = = - = = - - = = - = = = - = = - 8 10 15 10 10
Sweden
1998-2007 = = = = = = = = = = = = = = = = = = = = = = =
United Kingdom
1998 - 15 10 10 = 10 10 20 - 10 - 10 - 10 12
1999 - 15 10 10 = 10 10 20 - 10 - 10 - 10 12
2000 - 15 10 10 - 10 10 20 - 10 - 10 - 10 12 10 10
2001 - 15 10 10 - 10 10 20 - 10 - 10 - 10 12
2002 - 15 10 10 - 10 10 10 - 10 - 10 - 10 12
2003 - 15 10 10 - 10 10 10 - 10 - 10 - 10 12
2004 = = = = = = = = = = = = = = =
2005 = = = = = = = = = = = = - 10 - = = 10 15 10 10 -
2006 = = = = = = = = = = = = S OR= = = 10 15 10 10 -
2007 = = = = = = = = = = = = = = = = = 10 15 10 10 -
Croatia
2005 5 10 5 15 10 10 10 10 10 15 - 10 15 10 10 15 15 10 10 10 15 15
2006 5 10 5 15 10 10 10 10 10 15 - 10 15 10 10 5 15 10 10 10 15 15
2007 5 10 5 15 10 10 10 10 10 15 - 10 15 10 10 5 8 10 10 10 15 15
Norway
2005-2007 = = = = = = = = = = = = = = = = = = = = = = =
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AU BE BU CY CZ DK EO FI FR DE GR HU IR IT LA LI LU MA NL PL PT RO SK SV ES SE UK CR NO CH TK CA JP US

Switzerland

2005 = - 10 - = = = = = = = = = = = = = = = = S OR= = = = = 5 = 35 10 10 -

2006 = - 10 - = = = = = = = = = = = = = = = = S OR= = = = = 5 = 35 10 10 -

2007 = = - = = - = - - = - = = - - = - = = - = - - = - - = 5 = 35 10 10 -
Turkey

2005 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10

2006 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10

2007 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10
Canada

2000 15 15 - 15 10 10 10 10 10 15 25 10 15 15 10 10 15 15 10 15 25 - 10 25 15 10 10 10 10

2005 10 10 10 15 10 10 10 10 10 10 25 10 10 15 10 10 10 15 10 15 10 10 10 10 15 10 10 10 10 10 25 10 10

2006 10 10 10 15 10 10 10 10 10 10 25 10 10 15 10 10 10 15 10 15 10 10 10 10 15 10 10 10 10 10 25 10 10

2007 10 10 10 15 10 10 10 10 10 10 25 10 10 15 10 10 10 15 10 15 10 10 10 10 15 10 10 10 10 10 25 10 10
Japan

2000 10 10 - 20 10 10 20 10 10 10 20 10 10 10 20 20 10 20 10 10 20 - 10 20 10 10 10 - 10 10

2005 10 10 10 20 10 10 20 10 10 10 20 10 10 10 20 20 10 20 10 10 20 10 10 20 10 10 10 20 10 10 15 10 10

2006 10 10 10 20 10 10 20 10 10 10 20 10 10 10 20 20 10 20 10 10 20 10 10 20 10 10 10 20 10 10 15 10 10

2007 10 10 10 20 10 10 20 10 10 10 20 10 10 10 20 20 10 20 10 10 20 10 10 20 10 10 10 20 10 10 15 10 10
United States

2000 - 15 10 - - 10 - = - 30 - - 15 10 10 - 30 - - 10 - 30 10 - = = = = - 10 10

2005-2007 - 15 30 10 - - 10 - = - 30 - - 15 10 10 - 30 - - 10 10 - 5 10 - - 30 - - 15 10 10
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Table A-13

Withholding tax rates on cross-border dividends from the subsidiary to the parent company (%)

1998-2007

AU BE BU CY CZ DK EO FI FR DE GR HU

IR IT

LA LI

LU MA NL PL

PT RO SK

SL. ES SE UK CR NO CH TK CA ]JP

US

Austria
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007

10
10
10
10
10
10

10
10
10
10
10
10

25
25
25
25
25

10
10
10
10
10
10

25
25
25
25
25
25

25
25
25
25
25
25

- 15
- 15
- 15
- 15
- 15
- 15

10
10
10
10
10
10

- 15
- 15

10
10
10
10
10
10

[N}
(O]

Ul O U Ul U

25
25
25

15

U1 D

10
10
10

w

Belgium
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007

- 10
- 10

25
25
10
10
10
10

15
15

10
10
10
10
10
10

25
25
25
25
25
25

25
25
25
25
25
25

- 15
- 15
- 15
- 15
- 15
- 15

10
10
10
10
10
10

15
15

15

Bulgaria
2005
2006
2007

Cyprus
1998-2007
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Czech Republic

1998 10 15 10 15 5 5 10 5 25 5 5 15 5 5 5 5 5 10 5 25 5 5

1999 10 15 10 15 5 5 10 5 25 5 5 15 5 5 5 5 5 10 5 5 5 5

2000 10 15 10 15 5 5 10 5 15 5 5 15 5 5 5 5 5 10 5 5 5 5 10 10 5

2001 10 5 10 5 5 5 10 5 15 5 5 15 5 5 5 5 5 10 5 5 5 5

2002 10 5 10 15 5 5 10 5 15 5 5 15 5 5 5 5 5 10 5 5 5 5

2003 10 5 10 5 5 5 10 5 15 5 5 15 5 5 5 5 5 10 5 5 5 5

2004 = = = = = = = = = = = = = = = = = = = = = =

2005 = - 10 - = = = = = = = = = = = - 10 - = = = 5 = - 10 5 10 5

2006 = = 0 = = = = = = = = = = = = - 1 = = = = 5 = - 10 5 10 5

2007 = = = = = = = = = = = = = = = = = = = = = = = = 5 = - 10 5 10 5
Denmark

1998 = = 10 15 5 - = = - 5 = - 515 = 25 5 - 15 5 - -

1999-2007 = = = = = - = = = - - = - - - - - - - - - - - - - - - = - - =
Estonia

1998-2007 = = = = = = = = = - = - - - = - = - = - = = = = = = =
Finland

1998 = = 28 - = = = = = 5 = = = = - 5 = = 5 5 -

1999 = = 28 - = = = = = 5 = = = = - 5 = = 5 5 -

2000 = = 29 - = = = = = 5 = = = = = 5 = = 5 5 - 10 10 5

2001 = = 29 - = = = = = 5 = = = = = 5 = = = 5 =

2002 = = 29 - = - = = - 5 = - - - - - - - - 5 =

2003 = = 29 - = - = = - 5 = - - - - - - - - 5 =

2004 = = = = = - = = - - = - - - = - - = - = =

2005 = - 10 - = = - = = - - = - - - = - - - 5 = = = = 5 = - 15 10 10 5

2006 = - 10 - = = = = = = = = = - 5 = = = 5 = - 15 5 10 5

2007 = = = = = = = = = = = = = = = = = = 5 = - 15 5 10 -
France

1998 = = 10 10 - 5 - = = 5 = = 25| 5 = 5 5 - 10 5 -

1999 = = 10 10 - 5 - = = 5 = = 25| 5 = 5 5 - 10 5 -

2000 = = 10 10 - 5 - = - 5 = - 255 - 5 5 - 10 5 - 5 5 5

2001 = = 10 10 - 5 - = - 5 = - 255 - 5 5 - 10 5 -

2002 = = 10 10 - 5 - = = 5 = - 5|5 - 5 5 - 10 5 -

2003 = = 10 10 - 5 - = = 5 = - 5|5 - 5 5 - 10 5 -

2004 = = = = = = = = = = = = = = = = = = = = =

2005 = = 5 = = = = = = = = = = = = = = = - 10 - = = = 5 = - 15 5 - 5

2006 = = 5 - = = = = = = = = = = = = = = - 1 = = = = = = - 15 5 - 5

2007 = = = = = = = = = = = = = = = = = = = = = = = = = = - 15 5 - 5
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Germany
1998 = = 264 5 - 5 - = = 5 = - 5 |5 = 24 - 5 - 5 15 - = =
1999 = = 264 5 - 5 - = = 5 = - 5 |5 = 24 - 5 - 5 15 - = =
2000 = = 0 5 - 5 - = - 5 - - 5 5 - 264 - 5 - 5 15 = = = 15 15 5
2001 = = 0 5 - 5 - = - 5 = - 515 - 5 - 5 = 5 15 = = =
2002 = = 0 5 - 5 - = = 5 = - 55 - 5 - 5 = 5 1% - <= =
2003 = = 0 5 - 5 - = = 5 = - 55 - 5 - 5 = 5 1% - <= =
2004 = = = = = = = = = = = = = = = = = = = = = = = =
2005 = = 15 = = = = = = = = = = = = = = = - 5 = = = = = 15 15 5 15 5
2006 = = 15 = = = = = = = = = = = = = = = = 5 = = = = = 15 15 5 15 5
2007 = = = = = = = = = = = = = = = = = = = = = = = = = = B 15 5 15 -
Greece
1998-2007 = = = = = = - = = = - = - - - - - = = - - = = = =
Hungary
1998 10 10 5 5 5 20 5 5 5 10 5 10 20 20 5 15 5 10 20 5 10 5 5 5
1999 10 10 5 5 5 20 5 5 5 10 5 10 20 20 5 15 5 10 20 5 10 5 5 5
2000 10 10 5 5 5 20 5 5 5 10 5 10 20 20 5 5 5 10 20 5 10 5 5 5 5 10 5
2001 10 10 5 5 5 20 5 5 5 10 5 10 20 20 5 5 5 10 10 5 10 5 5 5
2002 10 10 5 5 5 20 5 5 5 10 5 10 20 20 5 5 5 10 10 5 10 5 5 5
2003 10 10 5 5 5 20 5 5 5 10 5 10 20 20 5 5 5 10 10 5 10 5 5 5
2004 = = = = = - = = = - = - - - = = - - - - = = = =
2005 = - 10 - - - - - = = - - - 5 = = = = = 5 10 5 10 5
2006 = - 10 - = = - = = = - = - - - = = - - - 5 = = = = = 5 10 5 10 5
2007 = = = = = = - = = = - = - - - = = - - = = - = = = = 5 = = =
Ireland
1998-2007 = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = =
Italy
1998 = = 15 15 - 27 - = = - 10 - 27 27 - 15 - 10 - 15 10 - = =
1999 = = 15 15 - 27 - = = - 10 - 21\ 21 - 15 = 10 = 15 10 - = =
2000 = = 15 15 - 27 - = = - 10 - 215 = 15 = 10 = 15 10 - = = 15 10 10
2001 = = 15 15 - 5 - = = - 10 - 27 5 - 15 - 10 - 5 10 - - -
2002 = = 15 15 - 5 - = = - 10 - 27 5 - 15 - 10 - 5 10 - - -
2003 = = 15 15 - 5 - = = - 10 - 27 5 - 15 - 10 - 5 10 - - -
2004 = = = = = - = = = - - = - - = = - - = - = = = =
2005 = - 10 - = = = = = = = = = = = = = = = - 10 - = = - - 10 15 15 10 5
2006 = - 10 - = = = = = = = = = = = = = = = - 10 - = = - - 10 15 15 10 5
2007 = = = = = = = = = = = = = = = = = = = = = = = = = - 10 15 15 10 5
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Latvia
1998 10 10 0 5 5 - 5 10 5 10 10 5 10 10 10 10 5 5 10 10 10 10 5 5
1999 10 10 0 5 5 - 5 10 5 10 10 5 10 - 10 10 5 5 10 10 10 10 5 5
2000 10 10 0 5 5 - 5 10 5 10 10 5 10 - 10 10 5 5 10 10 10 10 5 5 5 10 5
2001 10 10 0 5 5 - 5 10 5 10 10 5 10 - 10 5 5 5 10 10 10 10 5 5
2002 10 10 0 5 5 5 5 5 5 10 10 5 10 - 10 5 5 5 10 10 10 10 5 5
2003 10 10 0 5 5 5 5 5 5 10 10 5 10 - 10 5 5 5 10 10 5 10 5 5
2004 - - S T T T S S
2005 - - - - - - - - - - - - - - 10 - - - - - 5 - 10 5 10 5
2006 - - e T e T - - - - - 10 - - - - 5 - 10 5 10 5
2007 - - e - - - - - - - - - - 5 - 10 5 10 5
Lithuania
1998 29 29 29 5 5 - 5 5 5 29 29 29 29 - 29 29 29 5 29 29 29 29 5 29
1999 29 29 29 5 5 - 5 5 5 2929 5 29 - 29 29 29 5 29 29 29 29 5 29
2000 29 29 29 5 5 - 5 5 5 2929 5 5 - 29 29 29 5 29 29 29 29 5 29 5 29 5
2001 29 29 29 5 5 - 5 5 5 2929 5 5 - 29 29 5 5 29 29 29 29 5 29
2002 29 29 29 5 5 - 5 5 5 2929 5 5 - 29 29 5 5 29 29 29 29 5 5
2003 29 29 29 5 5 - 5 5 5 2929 5 5 - 29 29 5 5 29 10 5 29 5 5
2004 - - T T T S - - - - -
2005 - - - - - - - - T T T - - - - -
2006 - - e T S
2007 - - - - - == e e - - - - - - - - - - - - - - - - -
Luxembourg
1998 - - 25 5 - 25 - - - - 5 - - 25 25 5 - 5 - 5 25 - - -
1999 - - 25 5 - 25 - - - - 5 - - 2525 5 - 5 - 5 25 - - -
2000 - - 25 5 - 25 - - - - 5 - - 25 25 5 - 5 - 5 25 - - - - 5 -
2001 - - 25 5 - 25 - - - - 5 - - 2525 5 - 5 - 5 25 - - -
2002 - - 2 5 - 20 - - - - 5 - - 20 20 5 - 5 - 5 20 - - -
2003 - - 25 - 20 - - - - 5 - - 20 20 5 - 5 - 5 20 - - -
2004 - - S - - - - S
2005 - - - T T - - - - 5 - - - - -2 - 5 - 5 -
2006 - - - T T - - - - 5 - - - - -2 - 5 - 5 -
2007 - - S - - - - - - - - - - 15 - 5 - 5 -
Malta
1998-2007 - - S e - - - - -
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Netherlands

1998 = = 25 = = 5 = = = = 5 = = 575 =5 = = = 5 = = =

1999 = = 25 = = 5 = = = = 5 = = 575 =5 = = = 5 = = =

2000 = = 25 = = 5 = = = - 5 = - 5125 = 5 - - - 5 = = = 5 5 5

2001 = = 25 = = 5 = = = - 5 = - 5|5 - 5 - - - 5 = = =

2002 = = 25 = = 5 = = = = 5 = - 5|5 - 5 - = = 5 = = =

2003 = = 25 = = 5 = = = = 5 = - 5|5 - 5 - = - = = = =

2004 = = = = = = = = = = = = = = = = = = = = = = = =

2005 = = = = = = = = = = = = = = = = = = = = = = = = = = = = - 5 5 5 =

2006 = = = = = = = = = = = = = = = = = = = = = = = = = = = = - 5 5 5 -

2007 = = = = = = = = = = = = = = = = = = = = = = = = = = = = - 5 5 5 -
Poland

1998 10 10 M0 5 5 5 5 5 5 20 10 - 10 5 5 5 5 - 20 5 20 5 5 5

1999 10 10 M0 5 5 5 5 5 5 20 10 - 10 5 5 5 5 - 10 5 5 5 5 5

2000 10 10 0 5 5 5 5 5 5 20 10 - 10 5 5 5 5 - 10 5 5 5 5 5 15 10 5

2001 10 10 M0 5 5 5 5 5 5 15 10 - 10 5 5 5 5 - 10 5 5 5 5 5

2002 10 10 M0 5 5 5 5 5 5 15 10 - 10 5 5 5 5 - 10 5 5 5 5 5

2003 10 10 0 5 5 5 5 5 5 15 10 - 10 5 5 5 5 - 10 5 5 5 5 5

2004 = = = = = = = = = = = = = = = = = = = = = = = =

2005 = = 0= = = = = = = = = = = = = = = = = 5 = = = = = 5 = - 10 15 10 5

2006 = - 10 - = = - = = = - - = - - - = = - - 5 = - - - - 5 - - 10 15 10 5

2007 = = = = = = - = = = - - = - - - = = - = = - - - - - 5 - - 10 15 10 5
Portugal

1998 15 15 25 10 25 25 15 15 15 25 25 15 15 25 25 25 25 25 25 25 25 15 25 15

1999 15 15 25 10 25 25 15 15 15 25 25 15 15 25 25 25 25 25 10 25 25 15 25 15

2000 = = 25 10 - 25 - = = - 25 - - 25 25 - 25 - 10 25 25 - = = 25 25 5

2001 = = 25 10 - 25 - = = - 10 - - 25 25 - 25 - 10 25 25 - = =

2002 = = 25 10 - 25 - = = - 10 - - 25 25 - 10 - 10 25 25 - = =

2003 = = 25 10 - 25 - = = - 10 - - 25 25 - 10 - 10 25 25 = = =

2004 = = = = = - = = = - - = - - - = = - - - = = = =

2005 = - 10 - = = - = = = - - = - - - = = - - 10 - - - - - 25 - - 25 10 25 5

2006 = - 10 - = = - = = = - - = - - - = = - - 10 - - - - - 20 - - 20 10 20 5

2007 = = = = = = = = = = = = = = = = = = = = = = = = - - 20 - -5 10 20 5
Romania

2005 15 5 10 10 10 10 15 5 10 5 20 5 3 10 10 10 5 5 5 5 10 10 5 10 10 10 5 10 10 15 5 10 10

2006 15 5 10 10 10 10 15 5 10 5 20 5 3 10 10 10 5 5 5 5 10 10 5 10 10 10 5 10 10 15 5 10 10

2007 = = = = = = = = = = = = = = = = = = = = = = = = = = 5 = - 15 5 10 10
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Slovakia

1998 10 15 0 5 15 15 5 10 5 15 5 15 15 15 15 5 15 - 5 15 5 5 = 5

1999 10 15 0 5 15 15 5 10 5 15 5 15 15 15 15 5 15 - 5 15 5 5 = 5

2000 10 15 0 5 15 15 5 10 5 15 5 - 15 15 15 5 15 - 5 15 5 5 - 5 25 10 5

2001 10 5 0 5 15 15 5 10 5 15 5 - 15 10 15 5 5 - 5 15 5 5 - 5

2002 10 5 0 5 15 15 5 10 5 15 5 - 15 10 15 5 5 - 5 15 5 5 - 5

2003 10 5 0 5 15 15 5 10 5 15 5 - 15 10 10 5 5 - 5 15 5 5 - 5

2004 = = = = = = = = = = = = = =/|-= = = = = = = = = =

2005 = = 10 = = = = = = = = = = = =/|-= = = = = - 10 = = = = 5 = = 5 5§ 10 5

2006 = = 10 = = = = = = = = = = = =|= = = = = = 10 = = = = 5§ - <= 5 5 10 5

2007 = = = = = = = = = = = = = = =/|= = = = = = = = = = = 5§ - <= 5 5 10 5
Slovenia

1998 15 10 M0 5 5 15 5 5 - 15 10 15 10 15 15 15 15 5 5 15 5 15 5 5

1999 5 10 M0 5 5 15 5 5 - 15 10 15 10 15 15 15 15 5 5 15 5 15 5 5

2000 5 10 0 5 5 15 5 5 - 15 10 15 10 15 15 15 15 5 5 15 5 15 5 5 15 15 15

2001 5 10 0 5 5 15 5 5 - 15 10 15 10 15 15 15 15 5 5 15 5 15 5 5

2002 5 10 0 5 5 15 5 5 - 15 10 15 10 15 15 15 15 5 5 15 5 15 5 5

2003 5 5 0 5 5 15 5 5 - 15 10 5 10 5 5 15 15 5 5 15 5 5 5 5

2004 = = = = = = = = = = = = = =|= = = = = = = = = =

2005 = = 5 = = = = = = = = = = = =|= = = = = = 5 < - - - 5 - - 10 5 25 5

2006 = = 5§ = = = = =5 =5 5 = = = = =|= = = = = = 5§ = - - - 5 - - 10 5 25 5

2007 = = = = =5 =5 = =5 = =5 = = = = =|= = = = = = = = - - - 5 - - 10 5 15 5
Spain

1998 = = 2% 5 = 25 = = = = 5 = < 25|25 = 25 = 5 = 5 25 = =

1999 = = 25 5 = 25 = = = = 5 = = 25|25 = 25 = 5 = 5 25 = =

2000 = = 25 5 = 25 = = = = 5 = = 25|25 = 25 = 5 = 5 25 = = 15 10 10

2001 = = 8 5 - 18 - - - - 5 - - 18 18 - 18 - 5 - 5 18 = =

2002 = = 8 5 - 18 - - - - 5 - - 18 18 - 18 - 5 - 5 18 = =

2003 = = 15 5 = 13 = = = = 5 = = 15|15 = 15 = 5 = 5 5 = =

2004 = = = = = = =5 = = = = = = =|= = = = = = S = =

2005 = = 5 < = = = 5 =5 5 = = = = =|= = = = = = 10 = - - - 15 - - 5 15 10 10

2006 = = 5 < = = = 5 =5 5 = = = = =|= = = = = = 10 = - - - 15 - - 5 15 10 10

2007 = = = = = = = = = = = = = = =|-= = = = = = = = = = = - - - 5 15 10 10
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Sweden

1998 = = 5 = = 5 = = = = 5 = - 5 5 = = = 5 = = 5 = =

1999 = = 5 = = 5 = = = = 5 = - 5 5 = = = 5 = = 5 = =

2000 = = 5 = = 5 = = = - 5 = - 515 = = - 5 = - 5 = - 5 5 5

2001 = = 5 = = 5 = = = - 5 = - 515 = = - 5 = - 5 = -

2002 = = 5 = = 5 = = = = 5 = - 5|5 = = = 5 = = 5 = -

2003 = = = = = - = = = - - = - - - = = - - = - = = -

2004 = = = = = = = = = = = = = = = = = = = = = = = =

2005 = - 10 - = = = = = = = = = = = = = = = = - 10 - = = = 5 = - 15 5 5 5

2006 = = 0 = = = = = = = = = = = = = = = = = - 1 = = = = 5 = - 15 5 5 5

2007 = = = = = = = = = = = = = = = = = = = = = = = = = = 5 = - 15 5 5 -
United Kingdom

1998-2007 = = = = = = - = = = - - = - - - = = - - = = - = = = = = = = = = =
Croatia
2005-2007 = = = = = = - = = = - - = - - - = = - - = = - = = = = = = = = = =

Norway

2005 = = 15 - = = - = = = - - = - - - = = - - - 10 - = = = = 15 - 20 5 5 15

2006 = = 15 = = = = = = = = = = = = = = = = = - 10 - = = = = 15 - 20 5 5 15

2007 = = = = = = = = = = = = = = = = = = = = = = = = = = = 15 - 20 5 5 15
Switzerland

2005 = = 5 - = = = = = = = = = = = = = = = = - 1 = = = = = 5 = 35 5 10 5

2006 = = 5 - = = = = = = = = = = = = = = = = - 1 = = = = = 5 = 35 5 10 5

2007 = = = = = = - = = = - - = - - - = = - - = = - = = = = 5 = 35 5 10 5
Turkey

2005 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 5 10 5 10 10 10 10 10 10 10 10

2006 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 5 10 5 10 10 10 10 10 10 10 10

2007 15 15 10 15 10 15 10 15 15 15 15 10 15 15 10 10 10 15 15 10 15 15 5 10 5 15 15 10 15 15 15 10 15
Canada

2000 15 15 15 10 5 5 10 5 15 25 5 15 15 5 5 10 15 5 15 25 10 25 15 5 10 - = = = 10 5

2005 5 5 10 15 5 5 5 10 5 5 25 5 5 15 5 5 5 15 5 15 10 5 5 5 15 5 5 5 5 5 25 5 5

2006 5 5 10 15 5 5 5 10 5 5 25 5 5 15 5 5 5 15 5 15 10 5 5 5 15 5 5 5 5 5 25 5 5

2007 5 5 10 15 5 5 5 5 5 5 25 5 5 15 5 5 5 15 5 15 10 5 5 5 15 5 5 5 5 5 25 5 5
Japan

2000 10 10 - 20 10 10 20 10 5 10 20 10 10 10 20 20 5 20 5 10 20 10 20 10 5 10 - - - - 5 =

2005 10 10 10 20 10 10 20 10 5 10 20 10 10 10 20 20 5 20 5 10 20 10 10 20 10 5 10 20 5 10 10 5 =

2006 10 10 10 20 10 10 20 10 5 10 20 10 10 10 20 20 5 20 5 10 20 10 10 20 10 5 10 20 5 10 10 5 =

2007 10 10 10 20 10 10 20 10 5 10 20 10 10 10 20 20 5 20 5 10 20 10 10 20 10 5 O 20 5 10 10 5 =
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United States
2000 5 5 - 5 5 5 5 5 5 5 3 5 5 5 5 5 5 30 5 8 - 5 30 10 5 = = = - 5 10
2005 5 5 3 5 5 5 5 5 5 5 3 5 5 5 5 5 5 30 5 5 10 5 5 10 5 30 15 5 15 5 -
2006 5 5 3 5 5 5 5 5 5 5 3 5 5 5 5 5 5 30 5 5 10 5 5 10 5 30 15 5 15 5 -
2007 5 5 3 5 5 - 5 - 5 - 3 5 5 5 5 5 5 30 5 5 10 5 5 10 - 30 15 5 15 5 -
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ANNEX B: WORKED EXAMPLES AND COUNTRY-SPECIFIC ADJUSTMENTS OF
THE METHODOLOGY

The first two subsections present two simple worked examples of how we derived the measures
of the cost of capital, the EMTR and the EATR from the raw tax data. The examples correspond
to a domestic investment in the UK and in France on both company-level and the shareholder-
level in 2005. Thereafter, we present calculations in the case of a cross border investment. The
following subsections refer to specific taxes or characteristics of taxes in Spain, Hungary, Sweden,
Estonia, and Belgium and describe the implementation of these taxes into the methodological
approach. Furthermore, calculations of specifics such as partnerships or specific allowances in
the case of Germany’s SMEs are discussed.

B.1  United Kingdom: worked out example for domestic investment

Table B-1 summarises the economic parameters assumed in the base case. Table B-2 presents the
essential elements of the British tax code.

Table B-1

Economic Parameters
True economic depreciation rate (%) o
- intangibles 15.35
- industrial buildings 3.1
- machinery 17.5
real interest rate (%0) r 5
inflation rate (%) T 2
pre-tax rate of return for EATR (%) b 20

Table B-2

Domestic Tax Parameters
Corporation tax rate (%) T 30
Capital allowances (%)
- intangibles 10 sl
- industrial buildings 4 sl
- machinery 25 db
Treatment of inventories v 1
Personal tax rates (%)
- on interest income o 40
- on dividend income D 32.5
- on capital gains realisations 7 14

z

Imputation credit (%) c 11.11
Effective real estate tax rate (%) e 1.60

The calculations here follow the formal methodology which is done in several steps.
B.1.1. Shareholder's Discount Rate and Tax Discrimination Variable

The shareholder's discount rate is defined as

(1-m' ;
P14 |
Two elements of this must be found from the data in Tables B-1 and B-2 before this can be cal-

culated. First, 7is the nominal interest rate, found from the expression

i=@0+r)1+7)-1=0.071=7.1%.

B-1



In the absence of personal taxes, then the shareholder’s discount rate is simply this:

p=:i=71%.

In the presence of personal taxes, it is necessary first to calculate the accruals-equivalent capital
gains tax rate, g. This is done by making the assumption that, following an increase in the value of
an asset, the investor sells 10% of his remaining holding in each period. Discounting at (1—m")i,

the net present value of tax payments for a one unit increase in the value of the asset is the ac-
crual equivalent capital gains tax rate. In general, this is given by

izt { 1-2 ( 1-2 Jz ( 1-1 JS } it
7= — 1+ — + . 4| +. =
+@-m)i | 1+@-m)i 1+@-m)i) |1+@-m)i A+ @1—mbi

In the case of the UK, the tax rate charged - z* - falls the longer the asset is held. It also depends
on whether the shareholder has a qualified participation or not. Taking the case of qualified par-

ticipation, we estimate that the impact of this tapering relief is to give a value of z2” =14.0%. Us-
ing this value in the above formula yields

*

Az 0.1*0.14

7= - - 0.0982 = 9.82% .
A+(1-m)i 0.1+(1—0.4)*0.071

In the presence of top-rate qualified personal taxpayers, then, the shareholder’s discount rate is

P=[1 m Jiz[ 1-04 j*0.071=0.0472=4.72%.

1-z 1-0.0982
The tax discrimination variable is defined as
_(@-m%)-c)
1-2)1-s)

The parameter s contains the real rate of return of the alternative investment. Hence, we can
write

(- m")i -z
@+ 7)
In the absence of personal taxes y =1. For a top-rated shareholder, we obtain

_ (1-0.325)%(1-0.1111)
(1-0.0982) * (1-0.02216)

804 .

B.1.2. Net Present Value of Capital Allowances

For capital allowances on a declining balance basis, the formula for the net present value of al-
lowances per unit of investment is:

A=1¢ 1+( 14 J+[ 1-¢ J2+( 1-¢ J3+... __9
d+p)) (A+p) 1+ p) g+p

In the UK, this applies machinery, which have an allowance rate of ¢ =0.25. This implies for

this asset in the absence of personal taxes

0.3*0.25
=2 7Y _0.2336
MACH T 0.25 +0.071
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and in the presence of personal taxes of top-rate qualified shareholders is

0.3*0.25
Ay =——— 22 _(.2524.
MACH 0,25 +0.0472

Industrial buildings receive allowances on a straight line basis at 4% and intangible assets on a
straight line basis at 10% per year. In general the formula in this case is

2 T
A=r¢( L }{ 1 J +...+( L j .
A+p)) (A+p) 1+ p)

The values for industrial buildings and for intangibles in the UK in the absence of personal taxes
are therefore

2 25
Aguip = 0.3%0.04 ! + ! eov|—2 ] 01386
1+0.071) ) | (1+0.070) (1+0.071)

2 10
Apranc = 0.3%0.1 : + ! por|—21 ] L_0.2097
1+0.072) ) | (1+0.071) (1+0.072)

and in the presence of personal taxes of top-rate qualified shareholders they are

2 25
Asuip = 0.3%0.04 L + L st —1 | l-01739
(1+0.0472) ) | (1+0.0472) (1+0.0472)

2 10
Antang =0.3%0.1 L + L +ot _t =0.2348.
(1+0.0472) (1+0.0472) (1+0.0472)

B.1.3. Cost of capital
The cost of capital is defined as

_(@-Alp+o+m)-mj+vir+ 1+ ple  Fl+p)
- A+ 7)1-7) y(L+ 7)1-7)

ol

where for the case of investment financed by new equity

ENE _ pL-y)d+e)
1+p

and for the case of investment financed by debt

poe _rA+e)p-id-7))
1L+ p)

Note that two terms have been added to the definition of the cost of capital. First, the term vzz
reflects the case of the taxation of financial assets and the taxation of inventories valued on a
FIFO basis. In both cases, »=7 (in the case of LIFO, »=0; in case of weighted average cost
method, » amounts to 0.5). This reflects, for example, the taxation of nominal interest payments.
Second, the term (1+ p)e reflects real estate tax at rate ¢ payable in the period in which the in-

vestment is undertaken. This also affects the amount of finance which must be raised and hence ¢

also appears in both the finance terms, F"®and F°. In the UK, this applies only to industrial
buildings.
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Given the parameters set out above, we can find the cost of capital, denoted 7, for a range of
assets, sources of finance and personal taxes.

B.1.3.1. Only Corporate Taxes
Retained Earnings
(i) Intangibles:

P e = (L~ 0.2097) {0.071+0.1535* (1+0.02) — 0.02} - 0.1535 = 0.0762 ~ 7.6%

(1+0.02)*(1-0.3)

(i) Industrial buildings:

PR LD = (1-0.1386) {0.071+0.031* (1 + 0.02) — 0.02} +1.071*0.016 — 0.031= 0.0927 ~ 9.3%

(1+0.02) * (1—0.3)

(iif) Machinery:
SR _ (1-0.2336)
MACH T (1+0.02)*(1-0.3)

{0.071+ 0.175*(1+0.02) - 0.02}— 0.175=0.0713 = 7.1%

(iv) Financial assets:

PEN = 15 0.02)*(1-0.3)

{0.071-0.02 +1*0.3*0.02} = 0.0798 ~ 8.0%

(v) Inventories:

Pivent = 0 7002)*1-0.3)

{0.071-0.02+1*0.3*0.02} = 0.0798 ~ 8.0% .

New Equity
In the case of investment financed by new equity, the general expression is

BNE _ BRE 4 pd-y)d+e) .

L+ 7)1-7)
However, in the absence of personal taxes y =1. The last term is therefore always zero, and
hence the cost of capital for investment financed by new equity is always the same as the cost of
capital for investment financed by retained earnings.

Debt

(i) Intangibles
(p—il-7)) _ 0.0762 — (0.071-0.071*(1-0.3))

GOE _mRe —0.0464 ~ 4.6%
Pinrane = Pivane =10~y (1+0.02)*(1-0.3) ’
(i) Industrial buildings:
—i(1 - — * _
soc _gee _(Lee)(p-i=e) o) (400160071007 (A-08) oo o
L+ 1)(l-7) (1+0.02)*(1—0.3)

(i) Machinery:
—i(1- - *(1—
~DE ~re _(p-il-7)) _ 0.0713 — (0.071-0.071*(1-0.3))

= _ =0.0415~ 4.2%
Pmach = Pmact A+ 7)1-7) (1+0.02)*(1-0.3) ’

(iv) Financial assets:
—i(1- _ *(1—
~pe _=re _(p—i(l-7)) 00798 — (0.071-0.071*(1-0.3))

_ _ =0.0500 =5.0%
Pen = Prin 1+ 7)1-7) (1+0.02)*(1-0.3) i

B-4



(v) Inventories:

—1(1 - _ * _
PR et = Phecar — (p=i0-7)) _4o79g  (0071-0.071%(A=03)) _;cq0_5 00
A+ 7)L-17) 1.02*(1-0.3)
B.1.3.2. Top Rate Qualified Shareholders

The calculation of cost of capital at the shareholder-level is shown only for retained earnings. The
extension to other sources of finance is straightforward and follows the approach above in the
absence of personal taxes.

Retained Earnings

(i) Intangibles:

= 0.0472 +0.1535*(1+ 0.02) — 0.02;—0.1535 = 0.0435 ~ 4.4%
PinTanc (14 0.02)*(1—0.3) { ( ) } 0

(i) Industrial buildings:

pRE = w{o.onz +0.031*(1.02) — 0.02} + (1.0477) *0.016 — 0.031 = 0.0606 ~ 6.1%

Peuito (1.02)*(1-0.3)
(iii) Machinery:

P = (L -0.2524) {0.0472 +0.175* (1+ 0.02) — 0.02} — 0.175 = 0.0404 ~ 4.0%

(1+0.02) * (1-0.3)

(iv) Financial assets:

pEE = 1 {0.0472 - 0.02 + 0.3*0.02} = 0.0466 ~ 4.7%
(1+0.02)*(1-0.3)

(v) Inventories:

- 0.0472 —0.02 +0.3*0.02} = 0.0466 ~ 4.7% .
PIveNT = 0 0.02) * (1= 0.3) { | ’

B.1.4. Effective Marginal Tax Rate (EMTR)

The effective marginal tax rate is defined as
-y
?

where sis the post-tax real rate of return from lending:

J.:i(l—mi)z'—ﬁ}.

1+n7

EMTR =

B.1.4.1. Only Corporate Taxes

In the absence of personal taxes, s is simply the real interest rate, 7= 5%. In this case the EMTR
is simply the difference between the cost of capital and . To take an example, consider each of
the assets when financed by retained earnings with corporation tax only.

EMTR jyrane = % =0.3442 ~ 34.4%
EMTR gy p = % = 0.4605 ~ 46.1%
EMTR ey = % =0.2990 ~ 29.9%
EMTR,, = % =0.3737 ~ 37.4%
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EMTR ey =2 0r28 =005 _ 3737 « 37.4%

0.0798
where the cost of capital is taken from the above calculations.
B.1.4.2. Top Rate Qualified Shareholders
In the presence of personal taxes of a qualified top-rate shareholder,

.o {(1-0.4)*0.071-0.02}
N (1+0.02)

=0.02216 ~ 2.22%

The EMTR in this case is found in exactly the same way. Again for the case of retained earnings,
the EMTR in the presence of such personal taxes are:

0.0435 -0.02216

EMTR \yrane = YTEE = 0.4905 ~ 49.1%

EMTR guup = 0'0603 86%'22216 =0.6342 ~ 63.4%

EMTR yach = 0'0403 64%‘22216 = 0.4520 ~ 45.2%

EMTRy = 0.0466 ~0.02218 _ ) 5940 ~ 52.4%
0.0466

EMTR ywent = 0'0463 54%'22216 = 0.5240 ~ 52.4%

B.1.5. Effective Average Tax Rate (EATR)

The EATR is defined as
*_
EATR = R
p/L+r)
where

Re_ P _ 0.2-0.05 _ 0.1429
1+r 1.05 '

is the economic rent of the project in the absence of tax, and p is the assumed pre-tax real rate of
return (assumed to be 20%). Hence the EATR can be written as

EATR — 0.1429 -R _ 0.1429 -R .

0.2/1.05 0.1905

R is the economic rent of the project in the presence of tax, defined as

R:#{(p+5)(1+;z)(1—r)—Vm—Lo+5(1+7z)—7z](1— A) - (L+ p)e}+ F & + FOE
P

Values of R can be found for all the different forms of investment. Given these values it is
straightforward to calculate the EATR. Here we present only the case of retained earnings, in the
absence of personal taxes. Here, we consider only the case in the absence of personal taxation.

(i) Intangibles
Rintan = ﬁ{(o.z +0.1535)*1.02* (1- 0.3) — [0.071+ 0.1535* (1 + 0.02) — 0.02]* (1 - 0.2097)}
=0.0825
0.1429 - 0.0825

= EATRymui =g rooc = 03168 =3L7%
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(i) Industrial Buildings

Reuip = _r {(0.2+0.031) *1.02*0.7 —[0.071+0.031*1.02 — 0.02](1 - 0.1386) —1.071*0.016}
(1+0.072)
=0.0715
= EATRg,p = 0.1429=0.0715 _ 3744 ~ 37.49%

0.1905

(i) Machinery
1

Ryach = ———————1(0.2+0.175)*1.02* (1-0.3) - [0.071+0.175* (1+ 0.02) - 0.02](1 - 0.2336
won = 0070 ¢ )*1.02%(1-03) - (1+0.02) - 0.02) )}
=0.0858
= EATRyach = 0.1429 ~0.0858 _ , 5996 ~ 30.0%

0.1905
(iv) Financial assets

1
Rewy =———{0.2*(1+0.02) * (1-0.3) — 0.3*0.02 — [0.071 - 0.02]} = 0.0801
N1+ 0.071){ ( )*( ) ! b

= EATR,, = 0.1429 = 0.0801 _ 3594 ~ 30.9%

0.1905

(v) Inventories

1

R =———0.2*(1+0.02)*(1-0.3) -0.3*0.02-]0.071-0.02|; = 0.0801
went = g g7 02 (L 0.02)*(1-03) [ h

= EATR jyvent = 0.1429 ~0.0801 _ ; 3794 ~ 32.9%

0.1905
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B.2. France: Worked Example for Domestic Investment

Table B-3 presents the essential elements of the French tax code.

Table B-3
Domestic Tax Parameters
Corporation tax rate (%o) T 34.93
Capital allowances (%) ¢
- intangibles 20 sl
- industrial buildings 5l
- machinery 32.14 so
Treatment of inventories v 0.5
Effective non income tax rate buildings (%) e 1.901
Effective non income tax rate machinery (%) e 2.251
Personal tax rates (%)
- on interest income m' 27
- on dividend income
. . L D 33.8

- on capital gains realisations ”

* 27

Z

Imputation credit (%) c 0
Effective personal non income tax rate on lending(%o) o 0.018
Effective personal non income tax rate on shareholding £ 0

%)

The calculations here follow the formal methodology which is done in several steps.
B.2.1. Shareholder's Discount Rate and Tax Discrimination Variable

The shareholder's discount rate is defined as

p:(a—mW—a+ﬂ}‘

1+z

Two elements of this must be found from the data in Tables B-1 and B-3 before this can be cal-
culated. First, 7is the nominal interest rate, found from the expression

i=1+r)(1+7)-1=0.071=7.1%.

In the absence of personal taxes, then the shareholder’s discount rate is simply this:

p=:i=71%.

In the presence of personal taxes, it is necessary first to calculate the accruals-equivalent capital
gains tax rate, 2. This is done by making the assumption that, following an increase in the value of

an asset, the investor sells 10% of his remaining holding in each period. Discounting at (1-m")i,

the net present value of tax payments for a one unit increase in the value of the asset is the ac-
crual equivalent capital gains tax rate. In general, this is given by

*

s Az
A+(@-mYi-a

Using this value in the above formula yields

0.1*0.27

z= =0.2017 = 20.2% .
0.1+ (1-0.27)*0.071—0.018

In the presence of top-rate qualified personal taxpayers, then, the shareholder’s discount rate is

_(@-mYi-a+pB (1-0.27)*0.071-0.018+ 0.0
1-z 1-0.2017

=0.0424 = 4.2%.
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The tax discrimination variable is defined as
_@-m*)-o
L-z)@-s)
The parameter s contains the real rate of return of the alternative investment. Hence, we can
write
@-mYi-zr-a
@+

In the absence of personal taxes ¥ = 1. For a top-rated shareholder, we obtain

_ (1-0.27)@1-0)
~ (1-0.2017)(1-0.0312)

=0.8407.

B.2.2. Net Present Value of Capital Allowances

Machinery receive allowances on a declining balance basis at 32.14% and a switch over after 4
year is available, i.e. a total depreciation period of 7 years.

2 6 7
A, = 0.3493% 03214 ) (02181 ) ( 0048 ) ( 0048 _ 02891
(1+0.071) ) | (1+0.072) (1+0.071) (1+0.071)

Industrial buildings receive allowances on a straight line basis at 5% and intangibles on a straight
line basis at 20% per year. The value for industrial buildings in France in the absence of personal
taxes is therefore

1 1 2 1 20
Aguip =0.3493*0.05 j{ j +...+(—j =0.1836
1+0.071) \1+0.071 1+0.071

2 5
Antane =0.3493%0.2 ! ) + ( L j .o+ (#j =0.2857
1+0.071) \1+0.071 1+0.071

In the presence of personal taxes of top-rate qualified shareholders, we obtain

2 6 7
A, —03493+)( 03214 ) (02181 ) [ o048 )’ ( 0048 03110
(1+0.0424) | | (L+0.0424) (1+0.0424) (1+0.0424)
2 20
1 1 1
Agup = 0.3493*0.05 + tot| ———| l=02324
(1+0.0424) ) | (1+0.0424) (1+0.0424)

2 5
Anrane =0.3493%02| — = | [_1 oot 2| 1 ~0.3089.
(1+00424) ) " @+ 0.0422) (1+0.0424)

B.2.3. Cost of Capital
The cost of capital is defined as

- (-Ajp+sQ+m)-mj+vir+(1+ple  Fl+p)
P= 1+ ) (1-7) v+ 2)1-1)

where for the case of investment financed by new equity
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| NE Z_P(l_J/)(1+ e)
1+p

and for the case of investment financed by debt

po _7+e)(p-i-7))
A+ p)

Note that two terms have been added to the definition of the cost of capital. First, the term »77
reflects the case of the taxation of financial assets, where »=7, and inventories valued on a
weighted average costs basis, where »=0.5. These reflect, for example, the taxation of nominal
interest payments. Second, the term (1+ p)e reflects a non-profit tax at rate ¢ payable in the pe-

riod in which the investment is undertaken. This also affects the amount of finance which must
. . J M .

be raised and hence ¢ also appears in both the finance terms, F NE and FP . 1n France, this ap-

plies to industrial buildings and machinery.

Given the parameters set out above, we can find the cost of capital, denoted 15 , for a range of
assets, sources of finance and personal taxes.

B.2.3.1. Only Corporate Taxes
Retained Earnings

(i) Intangibles:
~re _ (1-0.2857)*(0.071+0.1535*1.02 - 0.02)

- ~0.1535 = 0.0699 ~ 7.0%
PinTanc (1+0.02)* (1— 0.3493) °

(i) Industrial buildings:
~re _ (1—0.1836)*(0.071+0.031*1.02 - 0.02) +1.071*0.019

_ —0.031=0.1013~10.1%
Peuio (1+ 0.02) * (1 0.3493) ’

(iti) Machinery:
sre (1-0.2891)* (0.071+0.175*1.02 — 0.02) +1.071*0.0225
MACH (1+0.02) * (1-0.3493)

—-0.175=0.1071~10.7%

(iv) Financial assets:
~ge _ 0.071-0.02+1*0.3493*0.02

RE = =0.0874 ~ 8.7%
(1+0.02) * (1—0.3493)

(v) Inventories:

— * *
e - 0.071-0.02+0.5*0.3493*0.02 _ 0.0821 ~8.2% |
(1+0.02)* (1-0.3493)

New Equity

In the case of investment financed by new equity, the general expression is

~ne  =re , PL=y)A+e)
=P +7/(1+7z)(1—z')'

However, in the absence of personal taxes, y =1. The last term is therefore always zero, and

hence the cost of capital for investment financed by new equity is always the same as the cost of
capital for investment financed by retained earnings.
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Debt

(i) Intangibles

_ — 0.0325 ~ 3.3%
Pitane = Pitane =78 ) (1+0.02)* (1 0.3493) ’

(i) Industrial buildings:
5BDLIJE|LD = 5BREILD - d+e)p-1d-r))
Q+7)(1-17)
(1+0.019)(0.071-0.071* (1 - 0.3493))
(1+0.02) * (L— 0.3493)

=0.1013 - =0.0632~ 6.3%
(iif) Machinery:
5I\E/I)ECH = 5!\3&CH - A+e)p-1d-1)
Q+7)1-7)
(1+0.0225)(0.071—-0.071* (1 - 0.3493))
(1+0.02) * (1—0.3493)

=0.1071- =0.00689 ~ 6.9%

(iv) Financial assets:
—i(1— _ *(1_
~DE _ =RE _ (p—il-7)) —0.0874 — (0.071-0.071* (1 - 0.3493)

_ =0.0500 =5.0%
PEN = PEn A+ 7)1-7) (1+0.02)* (1-0.3493) ’

(v) Inventories:

. e (p=iL=7) _, ggpq_ (0071-0.071*(1-0.3493))

= — 0.0447 ~ 4.5%
Puwvent = Pwvent =5 2700 (1+0.02) * (1— 0.3493) ’

B.2.3.5. Top Rate Qualified Shareholders

This case is shown only for retained earnings. The extension to other sources of finance is
straightforward and follows the approach above in the absence of personal taxes.

Retained Earnings

(i) Intangibles:
~re _ (1-0.3089)*(0.0424 +0.1535* (1+ 0.02) — 0.02)

- ~0.1535 = 0.0328 ~ 3.3%
PiNTanc (L+ 0.02) * (1 0.3493) ’

(i) Industrial buildings:
~re _ (1-0.2324)*(0.0424 +0.031* (1+0.02) — 0.02) +1.0424*0.019

= ~0.031=0.0613 ~ 6.1%
PeuiLo (1+0.02) * (1- 0.3493) ’
(i) Machinery:
_ * * _ *
see _(1-03110)%(0.0424 + 0,175 (1+0.02) ~0.02) +10424%0.0225 17 hea 6 oo
(1+0.02) * (1— 0.3493)

(iv) Financial assets:
BRE _ 0.0424 —0.02 + 0.3493*0.02
FIN (1+0.02) * (1 - 0.3493)

=0.0442 ~ 4.4%

(v) Inventories:

— * *
e - 0.0424 —0.02 +0.3493*0.02*0.5 _ 0.0390 ~ 3.9%
(1+0.02) * (1—-0.3493)
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B.2.4. Effective Marginal Tax Rate (EMTR)
The effective marginal tax rate is defined as
p-s
5
B.2.4.1. Only Corporate Taxes

EMTR =

In the absence of personal taxes, s is simply the real interest rate, 7= 5%. In this case the EMTR
is simply the difference between the cost of capital and . To take an example, consider each of
the assets when financed by retained earnings with corporation tax only.

0.0699 —0.05

EMTR i =~ eos = 0-2847 = 28.5%
EMTR g0 = % = 0.5064 ~ 50.6%
EMTR ey = % =0.5332 ~ 53.32%
EMTR,,, = % =0.4277 ~ 42.8%
EMTR \yyenr = % =0.3910 ~ 39.1%

where the cost of capital is taken from the above calculations.
B.2.4.2. Top Rate Qualified Shareholders
In the presence of personal taxes of a qualified top-rate shareholder,

s (1-0.27)*0.071-0.02-0.018 + 0
(1+0.02)

=0.0136 1.36%

The EMTR in this case is found in exactly the same way. Again for the case of retained earnings,
the EMTR in the presence of such personal taxes are:

0.0328 —0.0136

EMTR = =0.5869 = 58.7%
INTANG 0.0328 0
EMTR b = 0.0613 -0.0136 =0.7788 = 77.9%
0.0613
EMTR yacn = 0.0689 ~0.0136 _ 5037 ~ 80.3%
0.0689
EMTRqy = 0.0442 - 0.0136 =0.6936 = 69.4%
0.0442
0.0390 - 0.0136
EMTR = =0.6522 ~ 65.2%
INVENT 0.0390 0
B.2.5. Effective Average Tax Rate (EATR)
The EATR is defined as
*_
EATR = ﬁ,
p/(L+r)
where

Re_ P _ 0.2-0.05

= = =0.1429
1+r 1.05
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is the economic rent of the project in the absence of tax, and p is the assumed pre-tax real rate of
return (assumed to be 20%). Hence the EATR can be written as

0.1429-R 0.1429 -R

EATR = =
0.2/1.05 0.1905

R is the economic rent of the project in the presence of tax, defined as
R :1L{(p +8)1+n)l-1)-vir—[p+ U+ ) - zJl— A)— L+ p)e}+ F & + FOF
+p

Values of R can be found for all the different forms of investment. Given these values it is
straightforward to calculate the EATR. Here we present only the case of retained earnings, in the
absence of personal taxes.

(i) Intangibles
Rintane = L {(0.2 +0.1535) *1.02* (1 - 0.3493) — [0.071+ 0.1535* (1.02) — 0.02]* (1 — 0.2857}

1.071
=0.0806

s EATR g = 2142900806 _ 367 < 30,7

0.1905

(if) Industrial buildings

Reuip = Fln {(0.2+0.031) *1.02* (1 - 0.3493) — [0.071+ 0.031*1.02 — 0.02](1 - 0.1836) —1.071* 0.019}
=0.0612
= EATRy,p = 0.1429-0.0612 _ ) ) 759 ~ 42.9%

0.1905

(i) Machinery
Ruach = Wln {(0.2+0.175)*1.02* (1 — 0.3493) — [0.071+ 0.175*1.02 — 0.02](1 — 0.2891) — 1.071*0.0225}

=0.0576

= EATRyuch = 0.1429-0.0576 _ 0.4478 ~ 44.8%

0.1905

(iv) Financial assets

Rew = 1 {0.2*(1+0.02) * (1 - 0.3493) — 0.25*0.02 — [0.071 - 0.02]} = 0.0698
(1+0.072)

= EATRy = 0.1429 ~0.0698 _ ; 3535  38.4%

0.1905

(v) Inventories

1
R =———{0.2*(1+0.02)* (1 0.3493) - 0.25*0.02 - [0.071 - 0.02]} = 0.0731
wenr = o o7n) 02 @ 0.02)*( ) [ ]}
= EATR \yyent = 0.1429 ~0.0731 _ ) 3664 ~ 36.6%

0.1905

B.3. Austria: Worked Example for Cross-Border Investment

The following example corresponds to an investment in Austria, which is carried out by a foreign
parent corporation located a) in France or b) in the United Kingdom.
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The calculations consider the parameters of the Austrian tax system as the subsidiary location.
The parameters are denoted by a subscript s when the tax parameters reflect the tax system of
the subsidiary, here Austria. Table B-4 shows the tax parameters of the Austrian subsidiary.

Table B-4
Tax Parameters of the Austrian subsidiary

Corporation tax rate (%) Ts 25
Capital allowances (%) Ps

- intangibles 10 sl

- industrial buildings 3 sl

- machinery 14.29 sl
Treatment of inventories Vs 0
Effective real estate tax rate (%) es 0.188

Additionally, some aspects of the parent company country’s tax system are relevant in the case of
a cross-border investment, e.g. the taxation of foreign dividends repatriated or inter-company
interest payments. The tax parameters are denoted by a subscript p. Table B-5 shows the tax pa-
rameters which are relevant in the case of a parent company located in France.

Table B-5
Tax Parameters of the parent company located in France
Corporation tax rate (%) T, 34.93
Treatment of foreign inter-company dividends ~ 95% Exemption
Treatment of foreign inter-company interest Credit with limitation
Withholding tax rate on dividends from Austria 5
0 w 0
(7o)
Withholding tax rate on interest from Austria :
%) W "

Furthermore, Table B-6 shows the tax parameters which are relevant in the case of a parent
company located in the United Kingdom.

Table B-6

Tax Parameters of the parent company located in the United Kingdom
Corporation tax rate (%) T, 30
Treatment of foreign inter-company dividends  Credit with limitation
Treatment of foreign inter-company interest Credit with limitation
Withholding tax rate on dividends from Austria 5 0
(%) "
Withholding tax rate on interest from Austria W 0
(o)

B.3.1. Shareholder's Discount Rate

The shareholder's discount rate is defined as

(1-m i
N
Two elements of this must be found from the data in Tables B-1 and B-4 before this can be cal-

culated. First, 7is the nominal interest rate, found from the expression

i=(L+r)1+7)-1=0.071=7.1%.

In the absence of personal taxes, then the shareholders' discount rate is simply this:
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pp =i=7.1%.

B.3.2. Net Present Value of Capital Allowances

Since the investment takes place in Austria, the Austrian depreciation rules are applied irrespec-
tive of the parent company’s location.

Industrial buildings receive allowances on a straight line basis at 3% and intangibles on a straight
line basis at 10% per year, where the depreciation rate for machinery is 14.29%. In general the
formula in this case is

2 T
A=r¢( 1 }{ 1 J ++(LJ .
@+ p) @+ p) @+ p)

The value for industrial buildings in Austria in the absence of personal taxes is therefore

2 7
Aq yncy =0.25%0.1429 1 + ! por|—2 | Lo01019
* (1+0.071) ) | (1+0.071) (1+0.071)
2 34
As suip = 0.25%0.03 ! + L et | 033} {00949
* (1+0.071) ) | (1+0.071) (1+0.071)

2 10
1 1 1
A =0.25*0.1 + tot| ————| 1=0.1748
> INTANG {((1+o.071)j ((1+o.071)j ((1+o.071)j }

B.3.3. Taxation of Inter-Company Dividends and Interest Payments

The calculation is extended by a parameter o reflecting the taxation of foreign dividends repatri-
ated from the subsidiary. In the case of an exemption system only withholding taxes on dividend

payments WP are relevant. However, foreign dividends are often partly tax exempt, for example,
in France at 95%. Then we obtain

o =0.057, +wP.

In the case of credit system, foreign dividends are taxed at the parent company. However, the
foreign taxes paid can be credited within the limitation of the parent company’s tax rate. Then,
we obtain

Tp — T
o=max| wP;—E—5 |,

For an investment in Austria carried out by a French parent corporation, it follows that

o =0.057, + wP =0.05+%0.3493+ 0 = 0.017465

In the case of a parent corporation from the United Kingdom, o is

o =max| wP: P =TS | = max{o;w} —0.0666 .
1- 7, 075

Furthermore, the calculation is extended by a parameter @ reflecting the taxation of foreign in-
ter-company interest payments. The interest is taxed at the parent corporation level and can be
deducted at the subsidiary level. However, foreign tax payments can be credited within limita-
tions. Then, we obtain
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w= max[fp;w' |
For an investment in Austria carried out by a parent company from France, @ is,
o = max|0.3493,0]- 0.25 = 0.0993 ,

and in the case of a parent company from the United Kingdom

o = max|0.30;0]-0.25=0.05 .

B.3.4. Effective Average Tax Rate (EATR) in the Case of Cross-Border Investments
The EATR is defined as

R*-R

EATR = ——,
p/(L+r)

where

Re_ P _ 0.2-0.05

= =0.1429
1+r 1.05

is the economic rent of the project in the absence of tax, and p is the assumed pre-tax real rate of
return (assumed to be 20%). Hence the EATR can be written as

0.1429-R 0.1429 -R

EATR = =
0.2/1.05 0.1905

R is the economic rent of the project in the presence of tax, defined as

sz{(ps +0)(L+ ﬂ)(l—Ts)—VSTSﬂ'—[pP +o(l+ 7[)—75](1— AS)_(1+PP)eS}
1+ pp

+ P R+ RN RSP

Values of R can be found for all the different forms of investment. Given these values it is
straightforward to calculate the EATR. Here we present only focus on the corporate level with-
out considering personal taxes.

For the case of investment financed by the new equity, we add

:_pp(1_7p)(1+es)
1+ pp

NE
Fp

and for the case of investment financed by debt

£ DE _ 7p(L+e5)(pp _i(l_TP))‘
F 1+ pp)

Additionally, the effects of different sources of finance of the subsidiary are considered by

ENE _ _pprpo(l+es)
° 1+ pp
and by

ye(+eg)o@+il-75)) -]
1+ pp .

FsDE =—ypo(l+e5)+
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We present the case of retained earnings as the sources of re-finance of the parent corporations.
However, the following calculations consider three different sources of finance of the subsidiary.

B.3.4.1. Retained Earnings as Sources of Finance of the Subsidiary
(i) Intangibles
Parent company located in France:

rere | 1—0.017465
INTANG = (1.4 0.071)
—0.0909

{(0.2+0.1535) *1.02* (1 - 0.25) — [0.071 + 0.1535*1.02 — 0.02]* (1 - 0.1748) }

= EATRIGRE. = 0'14191;350909 =0.2725~ 27.3%

Parent company located in the United Kingdom:
RE,RE — 1_0.0667
INTANG (14 0.072)

=0.0864

{(0.2+0.1535) *1.02 * (1— 0.25) — [0.071+ 0.1535*1.02 — 0.02]* (1 — 0.1748)}

0.1429 - 0.0864
= EATRIT\I?ARI\IIEG = 0.1905

=0.2964 ~ 29.6%

(i) Industrial buildings
Parent company located in France:

rere  1—0.0175
BUILD —(1.071)
=0.0917

{(0.2+0.031) *1.02* (0.75) — [0.071 + 0.031*1.02 — 0.02]* (1 — 0.0949) — 0.0019 *1.071}

= EATREERE = 0.1429 ~0.0917 _ ; 5607 ~ 26.9%
0.1905
Parent company located in the United Kingdom:
re.re  1—0.0667 {
(1.071)

BUILD =
=0.0871

(0.2+0.031)*1.02* (1 0.25) — [0.071+ 0.031*1.02 — 0.02]* (1— 0.0949) —0.0019*1.071}

— EATRFERE _ % ~0.2928 ~ 29.3%

(i) Machinery
Parent company located in France:

rere  1—0.017465
MACH T (1+0.072)
=0.0930

{(0.2+0.175)*1.02* (1-0.25) - [0.071+ 0.175*1.02 — 0.02]* (1- 0.1919) }

= EATRGES = 0'14391;8&'30930 =0.2616 ~ 26.2%

Parent company located in the United Kingdom:

RERE % {(0.2+0.175) *1.02* (1 - 0.25) — [0.071+ 0.175*1.02 — 0.02]* (1 - 0.1919)}
+ V.

MACH =
=0.0884
0.1429 - 0.0884

= EATRILSS == o =02861=28.6%
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(iv) Financial assets

Parent company located in France:

rere _ 1-0.017465 {0.2*1.02* (1-0.25) - [0.071 - 0.02] - 0.25*0.02} = 0.0889

AN (140.072)

= EATRFERE = 0'14291;850889 =0.2828 ~ 28.3%

Parent company located in the United Kingdom:

RENFE = 1-0.0667 {0.2*1.02*(1-0.25) -[0.071-0.02]- 0.25*0.02} = 0.0845
(1+0.072)
= EATRELFE = 01429-0.0845 _ ; 3062~ 30.6%

0.1905
(v) Inventories
Parent company located in France:

1-0.017465
RRERE 2= D00 IIDS g 9%1.02% (1 0.25) - [0.071— 0.02]} = 0.0936
INVENT (1+ 0071) { ( ) [ ]}

01429 - 0.0936

= EATR T = 01005 - 0.2587 ~ 25.9%

Parent company located in the United Kingdom:

ere  1-0.0667
RE 272200 19 2%1.02%(1-0.25) —[0.071-0.02]} = 0.0888
INVENT (1+0071){ ( ) [ ]}

— EATRRERE _ W — 02833~ 28.3%

B.3.5. New Equity as Sources of Finance of the Subsidiary
(i) Intangibles

Parent company located in France:
RE.NE 0.071*0.017465

R =0.0909 — =0.0898
INTANG (1+0.071)
= EATR[ENE — 0'14%91;850898 =0.2786 ~ 27.9%

Parent company located in the United Kingdom:
0.071*0.0667 _

RPN =0.0864 - —————"=0.0820
INTANG (1+0.071)
= EATR A = 0'14%91;850820 =0.3196 ~ 32.0%

(i) Industrial buildings

Parent company located in France:

* *
REENE 00917 0.071*0.017465* (1.0019) _ (o
(1+0.072)
= EATR,S = 0.1429 = 0.0905 _ ; 5748 ~ 27.5%
0.1905
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Parent company located in the United Kingdom:
0.071*0.0667 *(1.0019) 0.0827

(1+0.072)

0.1429 — 0.0827
= EATRGuilo == 7505

RaGi5 =0.0871—

=0.3161~31.6%

(i) Machinery

Parent company located in France:

*
REENE 0090 _ DOTLF0017465 o

(1+0.071)

= EATRAS = 0'14%91;&0919 =0.2677 ~ 26.8%

Parent company located in the United Kingdom:

*
RREAE =0.0884 — 0.071%0.0667 _  5g39
(1+0.071)

= EATR{EDE = 0'14291;850839 =0.3093 ~ 30.9%

(iv) Financial assets

Parent company located in France:
*
REFN’NE —0.0889 — 0.071*0.017465 _0.0878
(@1+0.071)

— EATRRENE = 0.14%91—9(())50878

=0.2889 ~ 28.9%

Parent company located in the United Kingdom:

*
RELNE =0.0845 - 0.071%0.0667 _, 4801
(1+0.072)

= EATRFENE = 0'14?1;85'0801 =0.3294 ~ 32.9%

(v) Inventories

Parent company located in France:
0.071*0.017465

Rivvenr =0.0936 — =0.0924
INVENT (1+0.071)
= EATR\Venr = 0'14%91;850924 =0.2648 ~ 26.5%

Parent company located in the United Kingdom:
0.071*0.0667 _

RRE N —0.0888 - ——————— =0.0845
INVENT (1+0.071)
= EATRIENE = 0'14%91;850845 =0.3065~30.7%
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B.3.6. Debt as Sources of Finance of the Subsidiary
(i) Intangibles

Parent company located in France:
* *(1— — *
RFEDE 00909 — 0.017465 + 0.017465* (1+0.071* (1-0.25)) — 0.071*0.0993

(1+0.071)

=0.0841

= EATR;EDC = 0'14§91;&;)0841 =0.3086 ~ 30.9%

Parent company located in the United Kingdom:
* * (1 _ _ *
RlFfullel\DruEG _ 0.0864 — 0.0667 + 0.0667 * (1+0.071* (1—0.25)) — 0.071*0.05
(1+0.071)

=0.0820

0.1429 - 0.0820
= EATRlT\JET'/ENEG = 0.1905

=0.3196 ~ 32.0%

(if) Industrial Buildings

Parent company located in France:

* * *(1 — — *
REEE 00017 - 0.017465 1,001 + 0019 *[0.017465* (1+0.071* (1~ 0.25)) - 0.071*0.0993]

(1+0.072)

=0.0845

= EATRSE = 0'14?1;850845 =0.3048 ~ 30.5%

Parent company located in the United Kingdom:
1.0019 *[0.0667 * (1+ 0.071* (1 - 0.25)) — 0.071* 0.05]

(1+0.072)

=0.0827

Ra5iLs =0.0871-0.0667 *1.0019 +

0.1429 — 0.0827
= EATRGuio =~ 1005

=0.3161~31.6%

(i) Machinery

Parent company located in France:
* *(1— — *
RFEDE _ 00030 — 0.017465 + 0.017465* (1+0.071*(1-0.25)) — 0.071*0.0993
(1+0.072)

=0.0861

— EATRFEDE — 0.14391;;))50861

=0.2977 ~ 29.8%

Parent company located in the United Kingdom:
* *(1— — *
REEDE _ () 0884 — 0.0667 + 0.0667 *(1+0.071*(1-0.25)) —0.071*0.05

(1+0.072)

=0.0839

~0.1429 -0.0839

= EATRGSY = ol - 0.3093 ~ 30.9%

(iv) Financial assets

Parent company located in France:
* * _ — *
RFEDE _ 00889 — 0.017465 + 0.017465* (1+0.071* (1-0.25)) — 0.071*0.0993

(1+0.071)

=0.0821

= EATREL" = 0'14?1;&)0821 =0.3189 ~ 31.9%
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Parent company located in the United Kingdom:
* *(1— — *
RFEDE _ 0.0845 — 0.0667 + 0.0667 * (1+0.071* (1-0.25)) - 0.071*0.05

(1+0.072)

=0.0801

— EATRFEDE — 0.14?)91;(())50801

=0.3294 ~ 32.9%

(v) Inventories

Parent company located in France:
RFEDE _ 00936 — 0.017465 + 0.017465* (1+0.071* (1-0.25)) — 0.071*0.0993

(1+0.071)

=0.0867

~0.1429 - 0.0867

= EATR \venr = 01005 - 0.2948 ~ 29.5%

Parent company located in the United Kingdom:
* * (1 _ _ *
RFEDE _0.0888 — 0.0667 + 0.0667 * (1+0.071* (1-0.25)) - 0.071*0.05

(1+0.072)

=0.0845

©0.1429-0.0845

= EATRES = STos - 0.3065 ~ 30.7%

B.4. Spain: Local Business Tax IAE

While calculating effective tax rates for Spain, the local business tax (Impuesto sobre Actividades
Econdmicas, IAE) constitutes a specific problem. The following remarks focus on the characteris-
tic of this tax and the implementation in the approach by Devereux/ Griffith.

First, it is necessary to explain, that the IAE should more be characterized as a business tax on
capital than as a value added tax. According to information provided by our survey carried out by
PwC and to information provided by International Bureau of Fiscal Documentation (IBFD), the
IAE is levied on registered legal persons conducting business in Spain. The amount of the tax
depends on several factors in context of business activities like square meters of the business
premises, number of employees, etc. Therefore, the tax can be clearly characterized as a non-
income tax on business capital. The tax amount depends on several factors that are difficult to
generalize. However, by virtue of the tax law in Spain the amount of the tax in absolute values
may not exceed 15% of the average profit, i.e. there is a ceiling, which depends on profits.

It must be clarified, to what extent the IAE can be included into our calculations. Since all factors
determining the tax amount can not be generalized, it might be difficult to calculate an average
case. Especially, the relation between invested capital and a representative tax amount of IAE
cannot be determined. However, the IAE amounts to between 0% and 15% of profits due to the
ceiling. Therefore, it seems to be reasonable considering an average case depending on the prof-
its. That means, an average tax of 7.5% of profits is chosen while calculating the EATR.

Then, we obtain the following combined tax rate for Spanish basic case:

¢ =7er +Tur + Tiae = 0.35+0.004875 + 0.04838 = 40.3259%

Whereas the rate of the corporate income tax is denoted by 7y ; the chamber of commerce sur-
charge net of corporate income tax amounts to 0.4875 % on corporate income and is denoted by
Tgur; and the tax rate of the IAE is denoted by 7a¢ .

Finally, we have to consider different assumptions about profit levels, while including the IAE
into the model. Above, we calculated an EATR, which is based on a pre-tax rate of return at
20%. If we assume a smaller pre-tax rate of return, e.g. for the EMTR, the IAE must be assumed
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to remain on a constant level, i.e. the tax amount of the IAE in absolute values does not depend
on profitability. Nevertheless, the ceiling is profit based. Therefore, while assuming a constant
amount of IAE whereas the profitability is reduced, the amount should converge against the ceil-
ing of IAE. Considering our assumptions about IAE of 7.5% of profits in case of a pre-tax rate
of return of 20%, the ceiling is reached with a pre-tax rate of return at 10% or below. Thus, it is
reasonable to assume the ceiling amount, when we calculate the EMTRs for Spain. In case of
EMTR, the combined tax rate thus is

¢ = 7er +Tqur + T = 0.35+0.004875 + 0.09679 = 45.1665%

To sum up, the Spanish local business tax can be characterized as a non-income tax on business
capital.

B.4. Hungary: Local Business Tax

In Hungary, a local business tax is imposed beside the corporate income tax. The base of this lo-
cal business tax deviates from the base for corporate income tax, e.g. interest paid or depreciation
cannot be deducted for local income tax purposes. Therefore, the tax base has to be modified,
while calculating effective tax rates in the case of Hungary. Since 2004, an innovation tax is im-
posed additionally, which has the same modified tax base like the local business tax.

In 2002 and 2003, the following calculation is applied. The statutory rate of corporate income tax
is denoted by 7 and the combined rate, which consists of corporate income tax rate and local

business tax, is denoted by Teompine - First, the interest deduction is modified by a factor #, where

ey 018

= =0.9165.
T Combined 0.1964

O p=

Second, the depreciation allowances are shortened by this factor S , while calculating with the
combined tax rate of 0.1964.

In 2004, 125% of the local business tax could be deducted from taxable profits. In addition the
rate of corporate income tax was reduced and a innovation tax of 0.2% was introduced. Then,
the f factor is,

o) B= Tor 0.16

= =0.9009.
T Combined 0.1776

In addition, the depreciation allowances are shortened by this new factor £ . Furthermore, since
2004, only 50% of interest income was taxed by the local business tax. Therefore, Teompined 15

modified in case of investment in financial assets. Then, Zcompined Finasset 15 0-1688 and Brinasser 18
0.9479.

B.6. Sweden: Profit Periodisation Reserve

A profit reserve, which can be constituted to avoid taxation for several years, constitutes a spe-
cific technical problem in order to calculate effective tax rates in case of Sweden. Swedish com-
panies can set up a profit reserve, which is tax exempt, of 25% of its annual profits. After 6 years,
the reserve has to be suspended and is taxed accordingly. Thus, the total effect of this measure is
a tax deferral. This tax rule is included into the Devereux and Griffith model by discounting the
statutory tax rate. The Swedish statutory tax rate on corporate income is 28%. Since 25% of the
annual profits can be put into the reserve and a tax deferral of 6 years is allowed, the effective
statutory tax rate can be described as,

(1) Tureeme = (0.28-0.75) + (0.28-0.25-1.071°) = 0.2564
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This rule was applied until 2005. Since 2005 hypothetical interest of the profit reserve is treated
as taxable income. Thus, the present value of the tax payments equals an immediately tax pay-
ment. Therefore, the tax rate applied in the model amounts 28%, i.e. the profit reserve has no
special effect on the effective tax rate any longer.

B.7. Estonia: split rate system

In Estonia, retained profits are not taxed. Corporate profits are only taxed, if they are distributed.
This rule equals a split rate corporate income tax system. The taxation of distributed profits by

7P is included into the Devereux and Griffith model by a modification of the factor y. The tax
rate on retained earnings are not taxed (7 =0) and the tax rate on distributed profits amounts

26% (r°=0.26).
In Estonia, the following factor ygyiyae is applied:

1-7°  1-7°  (1-m?)
-z " " 1-7 (-9-0-2)

(l) 7splitrate =

B.8. Belgium: Allowance for Corporate Equity Since 2006

Since 20006, notional interest on equity is deductible from taxable base under certain conditions.
In 20006, the interest rate is 3.442%. In 2007, it amounts to 3.781%. The notional interest deduc-
tion 1s applied to equity, after correcting for a number of issues. The most relevant corrections
relate to assets which do not generate income on a structural basis, shares held in the company
itself (own shares), shares held as financial fixed assets, and shares which benefit from the par-
ticipation exemption.

Within the context of the determination of effective tax levels, notional interest is deductible in
case of domestic investments. It is not deductible in case of cross-border investments since then
the participation exemption applies.

B.9. Germany: Investment Allowance for SME

In the case of Germany, a specific allowance is available for SMEs. An enterprise may set up a
reserve for a new investment in fixed assets up to 40% of the expected acquisition costs prior to
two years the investment is carried out if the working capital of the enterprise is below 204,517 €.
This investment reserve is dissolved and charged against ordinary depreciation plus a maximum
20% allowance in the year of acquisition.

This can be considered in the model framework by an adjustment of the present value of depre-
ciation, A. The effect of the tax free-reserve two years before the investment is considered as a
higher present value of the depreciation. Then, in the investment period, the reserve is dissolved
and charged against ordinary depreciation of 20% and an additional depreciation, i.e. the total
effect on taxable profits is zero in the investment period.

B.10. Partnerships

Typically, two different principles of partnership taxation can be distinguished: transparent taxa-
tion or taxation as a corporation. The latter case is calculated according to the ordinary model
framework for incorporated companies. The transparency principle of partnership taxation
means that profits are immediately taxed at the shareholder-level. Therefore, in the framework of
the model, the shareholder’s tax rate is used as the tax rate on the investment profits 7. An addi-
tional taxation of distributed profits vanish. Furthermore, since taxation of capital gains is limited

to each asset, no capital gains taxation of shares can be considered, i.e. m®=0and z=0. Only

the tax rate on the alternative investment, m', is considered according to the case of an incorpo-
rated company.
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Annex C

Domestic Results



Austria

Austria

Corporate level, 1998

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 7.6 6.7 8.6 7.6 7.5

earnings 30.1 33.9 25.6 41.8 34.0 33.5
32.6 34.0 31.2 37.3 34.0 33.8

New equity 7.2 7.6 6.7 8.6 7.6 7.5
30.1 33.9 25.6 41.8 34.0 33.5
32.6 34.0 31.2 37.3 34.0 33.8

Debt 3.6 4.0 3.1 5.0 4.0 3.9
-40.2 -25.6 -59.3 0.0 -25.3 =271
20.8 22.1 19.4 25.5 22.2 22.0

Mean 5.9 6.3 55 7.3 6.3 6.3
15.3 20.8 8.6 31.8 20.9 20.2
28.5 29.8 27.0 33.2 29.9 29.7

Corporate level, 1999

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 7.6 6.7 8.6 7.6 7.5

earnings 30.1 33.9 25.6 41.8 34.0 335
32.6 34.0 31.2 37.3 34.0 33.8

New equity 7.2 7.6 6.7 8.6 7.6 7.5
30.1 33.9 25.6 41.8 34.0 33.5
32.6 34.0 31.2 37.3 34.0 33.8

Debt 3.6 4.0 31 5.0 4.0 3.9
-40.2 -25.6 -59.4 0.0 -25.3 271
20.8 22.1 19.4 25.5 22.2 22.0

Mean 5.9 6.3 55 7.3 6.3 6.3
15.3 20.8 8.6 31.8 20.9 20.2
28.5 29.8 27.0 33.2 29.9 29.7

Corporate level, 2000

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 7.6 6.7 8.6 7.6 7.5

earnings 30.1 33.9 25.6 41.8 34.0 33.5
32.6 34.0 31.2 37.3 34.0 33.8

New equity 7.2 7.6 6.7 8.6 7.6 7.5
30.1 33.9 25.6 41.8 34.0 33.5
32.6 34.0 31.2 37.3 34.0 33.8

Debt 3.6 4.0 3.1 5.0 4.0 3.9
-40.2 -25.6 -59.4 0.0 -25.3 =271
20.8 22.1 19.4 25.5 22.2 22.0

Mean 5.9 6.3 55 7.3 6.3 6.3
15.3 20.8 8.6 31.8 20.9 20.2
28.5 29.8 27.0 33.2 29.9 29.7




Corporate level, 2001

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.9 8.2 7.7 8.6 7.6 8.0

earnings 36.3 38.7 35.0 41.8 34.0 37.3
34.9 35.9 34.4 37.3 34.0 35.3

New equity 7.9 8.2 7.7 8.6 7.6 8.0
36.3 38.7 35.0 41.8 34.0 37.3
34.9 35.9 34.4 37.3 34.0 35.3

Debt 4.3 4.6 4.1 5.0 4.0 4.4
-17.4 -9.4 -21.6 0.0 -25.3 -14.0
23.1 24.1 22.6 25.5 22.2 23.5

Mean 6.6 6.9 6.4 7.3 6.3 6.7
24.2 27.5 224 31.8 20.9 25.6
30.8 31.8 30.3 33.2 29.9 31.2

Corporate level, 2002

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.6 8.2 7.7 8.6 7.6 7.9

earnings 34.3 38.7 35.0 41.8 34.0 36.9
34.1 35.9 34.4 37.3 34.0 35.2

New equity 7.6 8.2 7.7 8.6 7.6 7.9
34.3 38.7 35.0 41.8 34.0 36.9
34.1 35.9 34.4 37.3 34.0 35.2

Debt 4.0 4.6 4.1 5.0 4.0 4.3
-24.4 9.4 -21.6 0.0 -25.3 -15.3
22.3 24.1 22.6 25.5 22.2 23.3

Mean 6.4 6.9 6.4 7.3 6.3 6.7
21.3 27.5 22.4 31.8 20.9 25.0
30.0 31.8 30.3 33.2 29.9 31.0

Corporate level, 2003

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.6 8.2 7.7 8.6 7.6 7.9

earnings 34.3 38.7 35.0 41.8 34.0 36.9
34.1 35.9 34.4 37.3 34.0 35.2

New equity 7.6 8.2 7.7 8.6 7.6 7.9
34.3 38.7 35.0 41.8 34.0 36.9
34.1 35.9 34.4 37.3 34.0 35.2

Debt 4.0 4.6 4.1 5.0 4.0 4.3
-24.4 -9.4 -21.6 0.0 -25.3 -15.3
22.3 24.1 22.6 25.5 22.2 23.3

Mean 6.4 6.9 6.4 7.3 6.3 6.7
21.3 27.5 224 31.8 20.9 25.0
30.0 31.8 30.3 33.2 29.9 31.0




Corporate level, 2004

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.9 8.2 7.7 8.6 7.6 8.0

earnings 36.3 38.7 35.0 41.8 34.0 37.3
34.9 35.9 34.4 37.3 34.0 35.3

New equity 7.9 8.2 7.7 8.6 7.6 8.0
36.3 38.7 35.0 41.8 34.0 37.3
34.9 35.9 34.4 37.3 34.0 35.3

Debt 4.3 4.6 4.1 5.0 4.0 4.4
-17.4 -9.4 -21.6 0.0 -25.3 -14.0
23.1 24.1 22.6 25.5 22.2 23.5

Mean 6.6 6.9 6.4 7.3 6.3 6.7
24.2 27.5 224 31.8 20.9 25.6
30.8 31.8 30.3 33.2 29.9 31.2

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.9 7.0 6.7 7.3 6.7 6.9

earnings 27.9 29.0 25.9 31.7 25.0 28.0
26.0 26.4 25.3 27.5 25.0 26.0

New equity 6.9 7.0 6.7 7.3 6.7 6.9
27.9 29.0 25.9 31.7 25.0 28.0
26.0 26.4 25.3 27.5 25.0 26.0

Debt 4.6 4.7 4.4 5.0 4.3 4.6
-8.4 -5.9 -13.0 0.0 -15.0 -8.2
17.3 17.7 16.6 18.8 16.3 17.3

Mean 6.1 6.2 5.9 6.5 5.9 6.1
18.4 19.7 15.7 23.2 14.6 18.4
23.0 23.4 22.3 24.4 22.0 23.0

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.9 7.0 6.7 7.3 6.7 6.9

earnings 27.9 29.0 25.9 31.7 25.0 28.0
26.0 26.4 25.3 27.5 25.0 26.0

New equity 6.9 7.0 6.7 7.3 6.7 6.9
27.9 29.0 25.9 31.7 25.0 28.0
26.0 26.4 25.3 27.5 25.0 26.0

Debt 4.6 4.7 4.4 5.0 4.3 4.6
-8.4 -5.9 -13.0 0.0 -15.0 -8.2
17.3 17.7 16.6 18.8 16.3 17.3

Mean 6.1 6.2 5.9 6.5 5.9 6.1
18.4 19.7 15.7 23.2 14.6 18.4
23.0 23.4 22.3 24.4 22.0 23.0




Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.9 7.0 6.7 7.3 6.7 6.9

earnings 27.9 29.0 25.9 31.7 25.0 28.0
26.0 26.4 25.3 27.5 25.0 26.0

New equity 6.9 7.0 6.7 7.3 6.7 6.9
27.9 29.0 25.9 31.7 25.0 28.0
26.0 26.4 25.3 27.5 25.0 26.0

Debt 4.6 4.7 44 5.0 4.3 4.6
-8.4 -5.9 -13.0 0.0 -15.0 -8.2
17.3 17.7 16.6 18.8 16.3 17.3

Mean 6.1 6.2 59 6.5 59 6.1
18.4 19.7 15.7 23.2 14.6 18.4
23.0 234 22.3 24.4 22.0 23.0

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.0 6.1 5.8 6.4 5.7 6.0

earnings 45.5 46.4 44.0 48.7 42.8 45.6
35.3 35.6 34.8 36.4 34.5 35.3

New equity 7.0 7.0 6.8 7.3 6.7 7.0
53.1 53.8 52.0 55.5 51.1 53.1
38.0 38.3 37.6 39.1 37.2 38.1

Debt 4.6 4.7 4.5 5.0 4.3 4.6
29.5 31.1 27.0 34.8 25.0 29.6
31.5 31.8 31.0 32.5 30.7 31.5

Mean 5.6 5.7 5.4 6.0 5.3 5.6
419 42.9 40.1 45.5 38.8 41.9
34.2 34.5 33.8 35.3 334 34.3

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 4.7 4.7 4.5 5.0 4.3 4.7

earnings 30.0 31.3 28.0 34.8 25.0 30.0
311 31.4 30.7 32.1 30.2 311

New equity 7.0 7.1 6.8 7.3 6.7 7.0
53.3 53.9 52.4 55.5 51.1 53.3
37.8 38.0 37.4 38.7 36.9 37.8

Debt 4.7 4.7 4.5 5.0 4.3 4.7
30.0 31.3 28.0 34.8 25.0 30.0
31.1 314 30.7 32.1 30.2 31.1

Mean 4.9 5.0 4.8 52 4.6 4.9
33.3 34.5 31.5 37.7 28.8 33.3
31.8 32.0 314 32.8 30.9 31.8




Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.9 7.0 6.7 7.3 6.7 6.9

earnings 27.9 29.0 25.9 31.7 25.0 28.0
26.0 26.4 25.3 27.5 25.0 26.0

New equity 6.9 7.0 6.7 7.3 6.7 6.9
27.9 29.0 25.9 31.7 25.0 28.0
26.0 26.4 25.3 27.5 25.0 26.0

Debt 4.6 4.7 44 5.0 4.3 4.6
-8.4 -5.9 -13.0 0.0 -15.0 -8.2
17.3 17.7 16.6 18.8 16.3 17.3

Mean 6.1 6.2 59 6.5 59 6.1
18.4 19.7 15.7 23.2 14.6 18.4
23.0 234 22.3 24.4 22.0 23.0

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.0 6.1 5.8 6.4 5.7 6.0

earnings 45.5 46.4 44.0 48.7 42.8 45.6
35.3 35.6 34.8 36.4 34.5 35.3

New equity 7.0 7.0 6.8 7.3 6.7 7.0
53.1 53.8 52.0 55.5 51.1 53.1
38.0 38.3 37.6 39.1 37.2 38.1

Debt 4.6 4.7 4.5 5.0 4.3 4.6
29.5 31.1 27.0 34.8 25.0 29.6
31.5 31.8 31.0 32.5 30.7 31.5

Mean 5.6 5.7 5.4 6.0 5.3 5.6
419 42.9 40.1 45.5 38.8 41.9
34.2 34.5 33.8 35.3 334 34.3

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 4.7 4.7 4.5 5.0 4.3 4.7

earnings 30.0 31.3 28.0 34.8 25.0 30.0
311 31.4 30.7 32.1 30.2 311

New equity 7.0 7.1 6.8 7.3 6.7 7.0
53.3 53.9 52.4 55.5 51.1 53.3
37.8 38.0 37.4 38.7 36.9 37.8

Debt 4.7 4.7 4.5 5.0 4.3 4.7
30.0 31.3 28.0 34.8 25.0 30.0
31.1 314 30.7 32.1 30.2 31.1

Mean 4.9 5.0 4.8 52 4.6 4.9
33.3 34.5 31.5 37.7 28.8 33.3
31.8 32.0 314 32.8 30.9 31.8




Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.9 7.0 6.7 7.3 6.7 6.9

earnings 27.9 29.0 25.9 31.7 25.0 28.0
26.0 26.4 25.3 27.5 25.0 26.0

New equity 6.9 7.0 6.7 7.3 6.7 6.9
27.9 29.0 25.9 31.7 25.0 28.0
26.0 26.4 25.3 27.5 25.0 26.0

Debt 4.6 4.7 4.4 5.0 4.3 4.6
-8.4 -5.9 -13.0 0.0 -15.0 -8.2
17.3 17.7 16.6 18.8 16.3 17.3

Mean 6.1 6.2 5.9 6.5 5.9 6.1
18.4 19.7 15.7 23.2 14.6 18.4
23.0 23.4 22.3 24.4 22.0 23.0

Austria



Belgium

Belgium

Corporate level, 1998

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.1 5.8 7.6 9.7 8.4 8.1

earnings 45.0 13.3 34.5 48.3 40.2 38.3
424 32.4 38.0 44.1 40.2 39.4

New equity 9.1 5.8 7.6 9.7 8.4 8.1
45.0 13.3 34.5 48.3 40.2 38.3
424 32.4 38.0 44.1 40.2 39.4

Debt 4.4 1.1 3.0 5.0 3.7 3.4
-14.5 -357.4 -68.8 0.0 -35.7 -46.2
28.2 18.4 24.0 30.1 26.2 25.4

Mean 7.4 4.1 6.0 8.0 6.7 6.5
32.8 -21.0 16.7 37.8 25.6 22.7
37.4 27.5 33.1 39.2 35.3 34.5

Corporate level, 1999

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.1 5.8 7.6 9.7 8.4 8.1

earnings 45.0 13.3 34.5 48.3 40.2 38.3
424 324 38.0 441 40.2 39.4

New equity 9.1 5.8 7.6 9.7 8.4 8.1
45.0 13.3 34.5 48.3 40.2 38.3
424 324 38.0 441 40.2 39.4

Debt 4.4 1.1 3.0 5.0 3.7 34
-14.5 -357.4 -68.8 0.0 -35.7 -46.2
28.2 18.4 24.0 30.1 26.2 25.4

Mean 7.4 4.1 6.0 8.0 6.7 6.5
32.8 -21.0 16.7 37.8 25.6 22.7
374 27.5 33.1 39.2 35.3 34.5

Corporate level, 2000

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.1 5.8 7.6 9.7 8.4 8.1

earnings 45.0 13.3 34.5 48.3 40.2 38.3
424 32.4 38.0 44.1 40.2 39.4

New equity 9.1 5.8 7.6 9.7 8.4 8.1
45.0 13.3 34.5 48.3 40.2 38.3
424 32.4 38.0 44.1 40.2 39.4

Debt 4.4 1.1 3.0 5.0 3.7 3.4
-14.5 -357.4 -68.8 0.0 -35.7 -46.2
28.2 18.4 24.0 30.1 26.2 25.4

Mean 7.4 4.1 6.0 8.0 6.7 6.5
32.8 -21.0 16.7 37.8 25.6 22.7
37.4 27.5 33.1 39.2 35.3 34.5




Corporate level, 2001

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.1 5.6 7.6 9.7 8.4 8.1

earnings 45.0 11.3 34.5 48.3 40.2 38.1
424 32.0 38.0 44.1 40.2 39.3

New equity 9.1 5.6 7.6 9.7 8.4 8.1
45.0 11.3 34.5 48.3 40.2 38.1
424 32.0 38.0 44.1 40.2 39.3

Debt 4.4 1.0 3.0 5.0 3.7 34
-14.5 -417.9 -68.8 0.0 -35.7 -47.2
28.2 18.1 24.0 30.1 26.2 25.3

Mean 7.4 4.0 6.0 8.0 6.7 6.4
32.8 -24.9 16.7 37.8 25.6 22.4
37.4 27.1 33.1 39.2 35.3 34.4

Corporate level, 2002

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.1 5.8 7.6 9.7 8.4 8.1

earnings 45.0 13.3 34.5 48.3 40.2 38.3
424 324 38.0 441 40.2 39.4

New equity 9.1 5.8 7.6 9.7 8.4 8.1
45.0 13.3 34.5 48.3 40.2 38.3
424 324 38.0 441 40.2 39.4

Debt 4.4 1.1 3.0 5.0 3.7 34
-14.5 -357.4 -68.8 0.0 -35.7 -46.2
28.2 18.4 24.0 30.1 26.2 25.4

Mean 7.4 4.1 6.0 8.0 6.7 6.5
32.8 -21.0 16.7 37.8 25.6 22.7
374 27.5 33.1 39.2 35.3 34.5

Corporate level, 2003

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.6 5.6 7.0 8.6 7.6 7.5

earnings 42.0 10.5 28.8 41.8 34.0 33.1
37.4 27.4 32.2 37.3 34.0 33.7

New equity 8.6 5.6 7.0 8.6 7.6 7.5
42.0 10.5 28.8 41.8 34.0 33.1
374 27.4 32.2 37.3 34.0 33.7

Debt 5.0 2.0 34 5.0 4.0 3.9
-0.3 -149.6 -45.4 0.0 -25.3 -28.8
25.4 15.6 20.3 25.5 22.2 21.8

Mean 7.3 43 5.8 7.3 6.3 6.2
31.9 -15.4 13.3 31.8 20.9 19.6
33.2 23.3 28.0 33.2 29.8 29.5

Belgium



Corporate level, 2004

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.6 5.6 7.0 8.6 7.6 7.5

earnings 42.0 10.5 28.8 41.8 34.0 33.1
374 27.4 32.2 37.3 34.0 33.7

New equity 8.6 5.6 7.0 8.6 7.6 7.5
42.0 10.5 28.8 41.8 34.0 33.1
37.4 27.4 32.2 37.3 34.0 33.7

Debt 5.0 2.0 34 5.0 4.0 3.9
-0.3 -149.6 -45.4 0.0 -25.3 -28.8
25.4 15.6 20.3 25.5 22.2 21.8

Mean 7.3 43 5.8 7.3 6.3 6.2
31.9 -15.4 13.3 31.8 20.9 19.6
33.2 23.3 28.0 33.2 29.8 29.5

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.6 5.6 7.0 8.6 7.6 7.5

earnings 42.0 10.5 28.8 41.8 34.0 33.1
374 27.4 32.2 37.3 34.0 33.7

New equity 8.6 5.6 7.0 8.6 7.6 7.5
42.0 10.5 28.8 41.8 34.0 33.1
374 27.4 32.2 37.3 34.0 33,7

Debt 5.0 2.0 34 5.0 4.0 3.9
-0.3 -149.6 -45.4 0.0 -25.3 -28.8
25.4 15.6 20.3 25.5 22.2 21.8

Mean 7.3 4.3 5.8 7.3 6.3 6.2
31.9 -15.4 13.3 31.8 20.9 19.6
33.2 23.3 28.0 33.2 29.8 29.5

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.9 3.8 53 6.8 5.8 5.7

earnings 271 -33.2 5.4 27.0 14.3 12.5
31.6 21.4 26.4 31.6 28.3 27.9

New equity 6.9 3.8 53 6.8 5.8 5.7
27.1 -33.2 54 27.0 14.3 12.5
31.6 21.4 26.4 31.6 28.3 27.9

Debt 5.0 1.9 34 5.0 4.0 3.9
-0.3 -162.4 -45.4 0.0 -25.3 -29.4
25.4 15.3 20.3 25.5 22.2 21.7

Mean 6.2 3.1 4.6 6.2 52 5.1
19.4 -61.0 -7.8 19.4 3.7 1.3
29.5 19.2 24.3 29.5 26.1 25.7

Belgium



Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.7 3.7 5.1 6.7 5.7 5.6

earnings 25.2 -35.9 2.2 25.1 11.8 10.1
31.0 211 25.9 31.0 27.7 27.4

New equity 6.7 3.7 5.1 6.7 5.7 5.6
25.2 -35.9 2.2 25.1 11.8 10.1
31.0 211 25.9 31.0 27.7 27.4

Debt 5.0 2.0 3.4 5.0 4.0 3.9
-0.3 -149.6 -45.4 0.0 -25.3 -28.8
254 15.6 20.3 25.5 22.2 21.8

Mean 6.1 3.1 4.5 6.1 5.1 5.0
17.9 -61.7 -10.5 17.9 1.6 -0.5
29.1 19.2 23.9 29.1 25.8 254

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.1 5.1 6.5 8.0 7.0 7.0

earnings 51.3 22.8 39.5 50.7 43.7 43.2
45.5 38.0 41.6 45.3 42.8 42.6

New equity 10.1 7.1 8.5 10.0 9.0 8.9
60.8 441 53.4 60.4 56.0 55.7
50.4 42.9 46.4 50.1 47.6 47.5

Debt 5.0 2.1 3.5 5.0 4.0 3.9
21.6 -89.1 -12.9 20.9 0.9 -0.7
37.9 30.5 34.0 37.7 35.2 35.1

Mean 7.2 4.3 5.7 7.2 6.2 6.1
454 7.1 30.2 44.8 35.7 35.1
433 35.9 39.4 43.1 40.6 40.5

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 4.3 5.6 7.0 6.0 6.0

earnings 45.1 7.2 29.8 43.5 34.0 34.3
43.0 35.7 39.1 42.5 40.0 40.0

New equity 10.2 7.3 8.6 10.0 9.0 9.0
61.3 45.5 54.1 60.4 56.0 56.1
50.6 43.1 46.5 50.0 474 47.5

Debt 52 2.3 3.6 5.0 4.0 4.0
235 -74.9 -9.0 20.9 0.9 1.4
37.9 30.6 34.1 37.5 35.0 35.0

Mean 6.8 3.9 52 6.6 5.6 5.6
41.8 2.4 24.4 40.1 29.2 29.6
42.0 34.7 38.1 41.5 39.0 39.0

Belgium



Shareholder level: zero-rate shareholder, 2005

Belgium

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.6 5.6 7.0 8.6 7.6 7.5

earnings 42.0 10.5 28.8 41.8 34.0 33.1
37.4 27.4 32.2 373 34.0 33.7

New equity 8.6 5.6 7.0 8.6 7.6 7.5
42.0 10.5 28.8 41.8 34.0 33.1
374 27.4 32.2 373 34.0 33.7

Debt 5.0 2.0 34 5.0 4.0 3.9
-0.3 -149.6 -45.4 0.0 -25.3 -28.8
254 15.6 20.3 25.5 22.2 21.8

Mean 7.3 4.3 5.8 7.3 0.3 6.2
31.9 -15.4 13.3 31.8 20.9 19.6
33.2 23.3 28.0 33.2 29.8 29.5

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.3 2.4 3.7 5.1 4.1 4.1

earnings 24.9 -67.9 -6.2 223 3.1 3.6
38.2 30.9 34.3 37.7 35.2 35.3

New equity 8.3 53 6.7 8.1 7.1 7.1
52.3 26.0 41.1 51.1 44.1 44.3
45.7 38.4 41.8 45.2 427 42.7

Debt 5.2 2.3 3.6 5.0 4.0 4.0
23.5 -74.9 -9.0 20.9 0.9 1.4
379 30.6 34.1 37.5 35.0 35.0

Mean 5.5 2.6 4.0 5.4 4.4 4.4
28.5 -50.9 0.9 26.2 9.1 9.5
38.8 31.5 35.0 38.4 35.9 359

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.3 2.4 3.7 5.1 4.1 4.1

earnings 24.9 -67.9 -6.2 22.3 3.1 3.6
38.2 30.9 343 37.7 35.2 353

New equity 8.3 5.3 6.7 8.1 7.1 7.1
52.3 26.0 411 51.1 44.1 44.3
45.7 384 41.8 45.2 42.7 42.7

Debt 5.2 2.3 3.6 5.0 4.0 4.0
23.5 -74.9 -9.0 20.9 0.9 1.4
37.9 30.6 34.1 37.5 35.0 35.0

Mean 5.5 2.6 4.0 5.4 4.4 4.4
28.5 -50.9 0.9 26.2 9.1 9.5
38.8 31.5 35.0 38.4 35.9 359




Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.7 3.7 5.1 6.7 5.7 5.6

earnings 25.2 -35.9 2.2 25.1 11.8 10.1
31.0 21.1 25.9 31.0 27.7 27.4

New equity 6.7 3.7 5.1 6.7 5.7 5.6
25.2 -35.9 2.2 25.1 11.8 10.1
31.0 21.1 25.9 31.0 27.7 27.4

Debt 5.0 2.0 34 5.0 4.0 3.9
-0.3 -149.6 -45.4 0.0 -25.3 -28.8
25.4 15.6 20.3 25.5 22.2 21.8

Mean 6.1 3.1 4.5 6.1 5.1 5.0
17.9 -61.7 -10.5 17.9 1.6 -0.5
29.1 19.2 23.9 29.1 25.8 25.4

Belgium



Bulgaria

Bulgaria
Corporate level, 2005
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 5.9 5.8 55 6.2 5.9 5.9
earnings 15.6 13.9 9.9 19.7 15.0 15.0
15.2 14.7 13.6 16.5 15.0 15.0
New equity 5.9 5.8 55 6.2 5.9 5.9
15.6 13.9 9.9 19.7 15.0 15.0
15.2 14.7 13.6 16.5 15.0 15.0
Debt 4.7 4.6 4.3 5.0 4.7 4.7
-6.5 9.1 -15.7 0.0 -7.4 -7.5
10.0 9.5 8.4 11.3 9.8 9.8
Mean 5.5 5.4 5.1 5.8 55 5.4
9.0 7.1 2.3 13.8 8.3 8.2
13.4 12.9 11.8 14.6 13.2 13.2
Corporate level, 2006
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 5.9 5.8 55 6.2 5.9 5.9
earnings 15.6 13.9 9.9 19.7 15.0 15.0
15.2 14.7 13.6 16.5 15.0 15.0
New equity 5.9 5.8 55 6.2 5.9 5.9
15.6 13.9 9.9 19.7 15.0 15.0
15.2 14.7 13.6 16.5 15.0 15.0
Debt 4.7 4.6 4.3 5.0 4.7 4.7
-6.5 9.1 -15.7 0.0 -7.4 -7.5
10.0 9.5 8.4 11.3 9.8 9.8
Mean 55 5.4 5.1 5.8 55 5.4
9.0 7.1 2.3 13.8 8.3 8.2
13.4 12.9 11.8 14.6 13.2 13.2
Corporate level, 2007
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 5.6 5.5 53 5.8 5.6 5.6
earnings 114 9.2 6.5 134 10.0 10.2
10.4 9.8 9.1 11.0 10.0 10.0
New equity 5.6 5.5 53 5.8 5.6 5.6
11.4 9.2 6.5 13.4 10.0 10.2
10.4 9.8 9.1 11.0 10.0 10.0
Debt 4.9 4.7 4.6 5.0 4.8 4.8
-2.7 -5.6 9.4 0.0 -4.6 -4.4
6.9 6.3 5.6 7.5 6.5 6.6
Mean 54 5.2 5.1 5.5 53 53
6.9 4.6 1.5 9.1 54 5.6
9.2 8.6 7.8 9.8 8.8 8.8




Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 7.1 6.8 7.6 7.2 7.2

earnings 31.0 29.6 26.4 33.9 30.7 30.4
251 24.6 234 26.4 25.0 24.9

New equity 6.5 6.4 6.1 6.8 6.5 6.5
234 21.6 17.7 27.0 23.1 22.7
22.3 21.7 20.5 23.6 22.2 22.1

Debt 4.7 4.5 4.2 5.0 4.7 4.6
-6.9 -10.2 -18.2 0.0 -7.4 -8.2
15.1 14.5 13.3 16.3 15.0 14.9

Mean 6.3 6.1 5.8 6.6 6.2 6.2
20.3 18.5 14.2 24.2 20.0 19.5
21.3 20.8 19.6 22.6 21.2 21.1

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 7.1 6.8 7.6 7.2 7.2

earnings 31.0 29.6 26.4 33.9 30.7 30.4
25.1 24.6 234 26.4 25.0 24.9

New equity 6.5 6.4 6.1 6.8 6.5 6.5
234 21.6 17.7 27.0 231 22.7
22.3 21.7 20.5 23.6 22.2 22.1

Debt 4.7 4.5 4.2 5.0 4.7 4.6
-6.9 -10.2 -18.2 0.0 -7.4 -8.2
15.1 14.5 13.3 16.3 15.0 14.9

Mean 6.3 6.1 5.8 6.6 6.2 6.2
20.3 18.5 14.2 24.2 20.0 19.5
21.3 20.8 19.6 22.6 21.2 21.1

Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 59 5.8 5.5 6.2 59 5.9

earnings 15.6 13.9 9.9 19.7 15.0 15.0
19.4 18.9 17.9 20.6 19.2 19.2

New equity 6.5 6.4 6.2 6.8 6.5 6.5
23.6 22.2 18.9 27.0 23.1 23.0
21.8 21.3 20.3 23.0 21.6 21.6

Debt 4.7 4.6 4.3 5.0 4.7 4.7
-60.5 9.1 -15.7 0.0 -7.4 -7.5
14.5 14.1 13.0 15.7 14.3 14.3

Mean 5.6 5.4 52 5.9 5.5 5.5
10.0 8.1 3.5 14.7 9.3 9.3
17.9 17.5 16.4 19.1 17.7 17.7

Bulgaria



Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.9 6.7 6.6 7.0 6.8 6.8

earnings 27.5 25.9 23.7 28.9 26.7 26.6
20.7 20.1 19.3 21.3 20.4 20.4

New equity 6.2 6.1 5.9 6.4 6.1 6.1
19.5 17.5 14.8 21.3 18.5 18.4
17.9 17.3 16.5 18.5 17.6 17.6

Debt 4.9 4.7 4.5 5.0 4.8 4.8
-3.0 -6.2 -10.8 0.0 -4.6 -4.8
12.3 11.7 10.9 12.9 12.0 12.0

Mean 6.1 6.0 5.8 6.3 6.0 6.0
18.2 16.2 13.3 20.1 17.2 17.0
17.5 16.9 16.1 18.1 17.2 17.2

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.9 6.7 6.6 7.0 6.8 6.8

earnings 27.5 25.9 23.7 28.9 26.7 26.6
20.7 20.1 19.3 213 20.4 20.4

New equity 6.2 6.1 5.9 6.4 6.1 6.1
19.5 17.5 14.8 213 18.5 18.4
17.9 17.3 16.5 18.5 17.6 17.6

Debt 4.9 4.7 4.5 5.0 4.8 4.8
-3.0 -6.2 -10.8 0.0 -4.6 -4.8
12.3 11.7 10.9 12.9 12.0 12.0

Mean 6.1 6.0 5.8 6.3 6.0 6.0
18.2 16.2 13.3 20.1 17.2 17.0
17.5 16.9 16.1 18.1 17.2 17.2

Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.6 5.5 5.3 5.8 5.6 5.6

earnings 114 9.2 6.5 134 10.0 10.2
14.9 14.4 13.7 15.5 14.6 14.6

New equity 6.2 6.1 5.9 6.4 6.1 6.1
19.7 17.9 15.6 21.3 18.5 18.7
17.4 16.8 16.1 17.9 17.0 17.0

Debt 4.9 4.7 4.6 5.0 4.8 4.8
-2.7 -5.6 -9.4 0.0 -4.6 -4.4
11.7 11.1 10.4 12.2 11.3 11.4

Mean 5.4 5.3 5.1 5.6 5.3 5.4
7.9 5.6 2.6 10.1 6.4 6.6
14.0 13.5 12.8 14.6 13.7 13.7

Bulgaria



Cyprus

Corporate level, 1998

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.1 7.5 7.8 7.8 7.8 7.6

earnings 29.3 33.3 35.6 36.3 36.3 34.3
29.1 30.6 31.6 31.8 31.8 31.0

New equity 7.1 7.5 7.8 7.8 7.8 7.6
29.3 33.3 35.6 36.3 36.3 34.3
29.1 30.6 31.6 31.8 31.8 31.0

Debt 4.2 4.7 4.9 5.0 5.0 4.8
-18.3 -7.3 -1.6 0.0 0.0 -5.0
19.0 20.5 21.5 21.8 21.8 20.9

Mean 6.1 6.5 6.8 6.8 6.8 6.6
17.7 23.1 26.1 27.0 27.0 24.4
25.6 27.1 28.0 28.3 28.3 27.5

Corporate level, 1999

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.1 7.5 7.8 7.8 7.8 7.6

earnings 29.3 333 35.6 36.3 36.3 34.3
29.1 30.6 31.6 31.8 31.8 31.0

New equity 7.1 7.5 7.8 7.8 7.8 7.6
29.3 33.3 35.6 36.3 36.3 34.3
29.1 30.6 31.6 31.8 31.8 31.0

Debt 4.2 4.7 4.9 5.0 5.0 4.8
-18.3 -7.3 -1.6 0.0 0.0 -5.0
19.0 20.5 21.5 21.8 21.8 20.9

Mean 6.1 6.5 6.8 6.8 6.8 6.6
17.7 23.1 26.1 27.0 27.0 24.4
25.6 27.1 28.0 28.3 28.3 27.5

Corporate level, 2000

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.1 7.5 7.8 7.8 7.8 7.6

earnings 29.3 33.3 35.6 36.3 36.3 34.3
29.1 30.6 31.6 31.8 31.8 31.0

New equity 7.1 7.5 7.8 7.8 7.8 7.6
29.3 33.3 35.6 36.3 36.3 34.3
29.1 30.6 31.6 31.8 31.8 31.0

Debt 4.2 4.7 4.9 5.0 5.0 4.8
-18.3 -7.3 -1.6 0.0 0.0 -5.0
19.0 20.5 21.5 21.8 21.8 20.9

Mean 6.1 6.5 6.8 6.8 6.8 6.6
17.7 23.1 26.1 27.0 27.0 24.4
25.6 27.1 28.0 28.3 28.3 27.5

Cyprus



Corporate level, 2001

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.0 7.4 7.6 7.7 7.7 7.5

earnings 28.4 32.3 34.5 35.1 35.1 33.2
28.2 29.6 30.5 30.7 30.7 29.9

New equity 7.0 7.4 7.6 7.7 7.7 7.5
28.4 32.3 34.5 35.1 35.1 33.2
28.2 29.6 30.5 30.7 30.7 29.9

Debt 4.3 4.7 4.9 5.0 5.0 4.8
-17.0 -7.0 -1.5 0.0 0.0 -4.7
18.4 19.8 20.7 21.0 21.0 20.2

Mean 6.0 6.4 6.7 6.8 6.8 6.5
17.2 22.3 25.2 26.0 26.0 23.5
24.7 26.2 27.1 27.3 27.3 26.5

Corporate level, 2002

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.0 7.4 7.6 8.0 7.7 7.5

earnings 28.4 32.3 34.5 374 35.1 33,7
28.2 29.6 30.5 329 30.7 30.4

New equity 7.0 7.4 7.6 8.0 7.7 7.5
28.4 32.3 34.5 374 35.1 33,7
28.2 29.6 30.5 329 30.7 30.4

Debt 4.3 4.7 4.9 5.0 5.0 4.8
-17.0 -7.0 -1.5 0.0 0.0 -4.7
18.4 19.8 20.7 22.5 21.0 20.5

Mean 6.0 6.4 6.7 6.9 6.8 6.6
17.2 22.3 25.2 27.9 26.0 23.9
24.7 26.2 27.1 29.3 27.3 26.9

Corporate level, 2003

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.0 6.1 6.2 6.5 6.2 6.2

earnings 16.9 17.8 19.3 22.8 19.7 19.3
15.6 15.8 16.3 19.2 16.5 16.7

New equity 6.0 6.1 6.2 6.5 6.2 6.2
16.9 17.8 19.3 22.8 19.7 19.3
15.6 15.8 16.3 19.2 16.5 16.7

Debt 4.8 49 5.0 5.0 5.0 4.9
-4.5 -3.0 -0.7 0.0 0.0 -1.6
10.3 10.6 11.1 13.1 11.3 11.3

Mean 5.6 5.7 5.8 6.0 5.8 5.8
10.5 11.5 13.3 16.1 13.8 13.1
13.7 14.0 14.5 171 14.6 14.8

Cyprus



Corporate level, 2004

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.0 6.1 6.2 6.5 6.2 6.2

earnings 16.9 17.8 19.3 22.8 19.7 19.3
15.6 15.8 16.3 19.2 16.5 16.7

New equity 6.0 6.1 6.2 6.5 6.2 6.2
16.9 17.8 19.3 22.8 19.7 19.3
15.6 15.8 16.3 19.2 16.5 16.7

Debt 4.8 49 5.0 5.0 5.0 4.9
-4.5 -3.0 -0.7 0.0 0.0 -1.6
10.3 10.6 11.1 13.1 11.3 11.3

Mean 5.6 5.7 5.8 6.0 5.8 5.8
10.5 11.5 13.3 16.1 13.8 13.1
13.7 14.0 14.5 171 14.6 14.8

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.7 5.7 5.8 6.2 5.8 5.8

earnings 12.6 12.0 13.1 19.7 13.4 14.2
10.7 10.6 10.9 16.5 11.0 11.9

New equity 5.7 5.7 5.8 6.2 5.8 5.8
12.6 12.0 13.1 19.7 13.4 14.2
10.7 10.6 10.9 16.5 11.0 11.9

Debt 4.9 4.9 5.0 5.0 5.0 5.0
-1.2 -1.9 -0.4 0.0 0.0 -0.7
7.2 7.1 7.4 11.3 7.5 8.1

Mean 5.4 5.4 55 5.8 55 5.5
8.2 7.6 8.8 13.8 9.1 9.5
9.5 9.3 9.7 14.6 9.8 10.6

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.7 5.7 5.8 6.2 5.8 5.8

earnings 12.6 12.0 13.1 19.7 13.4 14.2
10.7 10.6 10.9 16.5 11.0 11.9

New equity 5.7 5.7 5.8 6.2 5.8 5.8
12.6 12.0 13.1 19.7 13.4 14.2
10.7 10.6 10.9 16.5 11.0 11.9

Debt 4.9 49 5.0 5.0 5.0 5.0
-1.2 -1.9 -0.4 0.0 0.0 -0.7
7.2 7.1 7.4 11.3 7.5 8.1

Mean 54 5.4 55 5.8 55 5.5
8.2 7.6 8.8 13.8 9.1 9.5
9.5 9.3 9.7 14.6 9.8 10.6

Cyprus



Cyprus

Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.7 5.7 5.8 6.2 5.8 5.8

earnings 12.6 12.0 13.1 19.7 13.4 14.2
10.7 10.6 10.9 16.5 11.0 11.9

New equity 5.7 5.7 5.8 6.2 5.8 5.8
12.6 12.0 13.1 19.7 13.4 14.2
10.7 10.6 10.9 16.5 11.0 11.9

Debt 4.9 49 5.0 5.0 5.0 5.0
-1.2 -1.9 -0.4 0.0 0.0 -0.7
7.2 7.1 7.4 11.3 7.5 8.1

Mean 54 5.4 55 5.8 55 55
8.2 7.6 8.8 13.8 9.1 9.5
9.5 9.3 9.7 14.6 9.8 10.6

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.0 4.9 5.0 5.4 5.0 5.0

earnings 13.1 12.3 13.5 20.4 13.9 14.8
17.1 16.9 17.1 21.9 17.2 18.1

New equity 6.2 6.1 6.2 6.7 6.2 6.3
30.4 29.9 30.6 359 30.9 31.6
21.8 21.6 21.9 26.7 22.0 22.8

Debt 5.0 4.9 5.0 5.0 5.0 5.0
13.1 12.3 13.5 13.9 13.9 13.4
17.1 16.9 17.1 20.5 17.2 17.8

Mean 5.1 5.0 5.1 5.4 5.1 5.1
15.2 14.5 15.6 20.2 16.0 16.4
17.5 17.4 17.6 21.9 17.7 18.4

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.0 49 5.0 5.4 5.0 5.0

earnings 13.1 12.3 13.5 20.4 13.9 14.8
171 16.9 171 21.9 17.2 18.1

New equity 6.2 6.1 6.2 6.7 6.2 6.3
30.4 29.9 30.6 35.9 30.9 31.6
21.8 21.6 21.9 26.7 22.0 22.8

Debt 5.0 49 5.0 5.0 5.0 5.0
13.1 12.3 13.5 13.9 13.9 13.4
17.1 16.9 17.1 20.5 17.2 17.8

Mean 5.1 5.0 5.1 5.4 5.1 5.1
15.2 14.5 15.6 20.2 16.0 16.4
17.5 17.4 17.6 21.9 17.7 18.4




Cyprus

Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 55 5.4 55 6.0 5.5 5.6

earnings 12.7 12.1 13.2 19.9 13.5 14.4
19.4 19.2 19.5 24.3 19.6 20.4

New equity 6.8 6.8 6.8 7.4 6.9 6.9
29.7 29.3 30.0 35.1 30.2 30.9
24.5 24.3 24.6 29.3 24.7 25.5

Debt 4.9 49 5.0 5.0 5.0 5.0
3.1 24 3.8 4.2 4.2 3.5
17.3 17.2 17.4 20.7 17.5 18.0

Mean 54 5.4 55 5.8 5.5 55
11.8 11.1 12.3 171 12.6 13.0
19.2 19.0 19.3 23.5 19.4 20.1

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.0 4.9 5.0 5.4 5.0 5.0

earnings 13.1 12.3 13.5 20.4 13.9 14.8
17.1 16.9 17.1 21.9 17.2 18.1

New equity 6.2 6.1 6.2 6.7 6.2 6.3
30.4 29.9 30.6 359 30.9 31.6
21.8 21.6 21.9 26.7 22.0 22.8

Debt 5.0 4.9 5.0 5.0 5.0 5.0
13.1 12.3 13.5 13.9 13.9 13.4
17.1 16.9 17.1 20.5 17.2 17.8

Mean 5.1 5.0 5.1 5.4 5.1 5.1
15.2 14.5 15.6 20.2 16.0 16.4
17.5 17.4 17.6 21.9 17.7 18.4

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.0 49 5.0 5.4 5.0 5.0

earnings 13.1 12.3 13.5 20.4 13.9 14.8
171 16.9 171 21.9 17.2 18.1

New equity 6.2 6.1 6.2 6.7 6.2 6.3
30.4 29.9 30.6 35.9 30.9 31.6
21.8 21.6 21.9 26.7 22.0 22.8

Debt 5.0 49 5.0 5.0 5.0 5.0
13.1 12.3 13.5 13.9 13.9 13.4
17.1 16.9 17.1 20.5 17.2 17.8

Mean 5.1 5.0 5.1 5.4 5.1 5.1
15.2 14.5 15.6 20.2 16.0 16.4
17.5 17.4 17.6 21.9 17.7 18.4




Cyprus

Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 55 5.4 55 6.0 5.5 5.6

earnings 12.7 12.1 13.2 19.9 13.5 14.4
19.4 19.2 19.5 24.3 19.6 20.4

New equity 6.8 6.8 6.8 7.4 6.9 6.9
29.7 29.3 30.0 35.1 30.2 30.9
24.5 24.3 24.6 29.3 24.7 25.5

Debt 4.9 49 5.0 5.0 5.0 5.0
3.1 24 3.8 4.2 4.2 3.5
17.3 17.2 17.4 20.7 17.5 18.0

Mean 54 5.4 55 5.8 5.5 55
11.8 11.1 12.3 171 12.6 13.0
19.2 19.0 19.3 23.5 19.4 20.1




Czech Republic

Czech Republic

Corporate level, 1998

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.6 8.5 6.5 8.7 8.2 7.9

earnings 34.5 41.0 22.6 42.8 39.2 36.8
30.5 33.5 26.3 34.5 32.6 31.5

New equity 6.6 7.4 5.4 7.7 7.2 6.9
24.3 32.8 7.8 35.2 30.4 27.2
26.8 29.8 22.5 30.8 28.9 27.8

Debt 3.9 4.7 2.7 5.0 4.5 4.2
-28.6 -5.7 -84.6 0.0 -11.8 -20.2
17.0 20.1 12.8 21.0 19.1 18.0

Mean 6.2 7.1 5.0 7.3 6.8 6.5
19.6 29.2 0.8 31.8 26.5 23.0
254 28.5 21.2 29.4 27.5 26.4

Corporate level, 1999

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 8.0 6.0 8.7 8.2 7.6

earnings 30.4 37.7 17.2 42.8 39.2 34.6
28.9 31.9 24.8 34.5 32.6 30.5

New equity 6.1 7.0 5.0 7.7 7.2 6.6
18.6 28.4 0.1 35.2 30.4 24.3
25.1 28.2 21.0 30.8 28.9 26.8

Debt 3.4 4.3 2.3 5.0 4.5 3.9
-45.8 -17.0 -118.3 0.0 -11.8 -28.4
15.4 18.4 11.3 21.0 19.1 17.0

Mean 5.8 6.6 4.6 7.3 6.8 6.2
13.2 24.3 -8.1 31.8 26.5 19.7
23.8 26.8 19.7 29.4 27.5 25.4

Corporate level, 2000

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.8 7.5 5.9 8.1 7.7 7.2

earnings 26.8 33.5 14.8 38.5 35.0 30.6
26.5 29.0 22.9 31.2 29.6 27.8

New equity 6.2 6.9 52 7.5 7.0 6.6
19.1 27.2 4.2 33.1 28.9 23.8
24.1 26.6 20.5 28.8 27.2 25.4

Debt 3.7 44 2.7 5.0 4.6 4.1
-35.0 -13.8 -82.5 0.0 -9.7 -22.6
14.9 17.5 11.4 19.7 18.1 16.3

Mean 5.7 6.4 4.7 7.0 6.5 6.0
11.9 21.4 -6.2 28.2 23.4 17.3
22.2 24.7 18.6 26.9 25.3 23.6




Czech Republic

Corporate level, 2001

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.8 7.5 5.9 8.1 7.7 7.2

earnings 26.8 33.5 14.8 38.5 35.0 30.6
26.5 29.0 22.9 31.2 29.6 27.8

New equity 6.2 6.9 52 7.5 7.0 6.6
19.1 27.2 4.2 33.1 28.9 23.8
24.1 26.6 20.5 28.8 27.2 25.4

Debt 3.7 44 2.7 5.0 4.6 4.1
-35.0 -13.8 -82.5 0.0 -9.7 -22.6
14.9 17.5 11.4 19.7 18.1 16.3

Mean 5.7 6.4 4.7 7.0 6.5 6.0
11.9 21.4 -6.2 28.2 23.4 17.3
22.2 24.7 18.6 26.9 25.3 23.6

Corporate level, 2002

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.8 7.5 5.9 8.1 7.7 7.2

earnings 26.8 335 14.8 38.5 35.0 30.6
26.5 29.0 22.9 31.2 29.6 27.8

New equity 6.2 6.9 52 7.5 7.0 6.6
19.1 27.2 4.2 33.1 28.9 23.8
24.1 26.6 20.5 28.8 27.2 25.4

Debt 3.7 44 2.7 5.0 4.6 4.1
-35.0 -13.8 -82.5 0.0 9.7 -22.6
14.9 17.5 11.4 19.7 18.1 16.3

Mean 5.7 6.4 4.7 7.0 6.5 6.0
11.9 21.4 -6.2 28.2 23.4 17.3
22.2 24.7 18.6 26.9 25.3 23.6

Corporate level, 2003

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.8 7.5 5.9 8.1 7.7 7.2

earnings 26.8 33.5 14.8 38.5 35.0 30.6
26.5 29.0 22.9 31.2 29.6 27.8

New equity 6.2 6.9 52 7.5 7.0 6.6
19.1 27.2 4.2 33.1 28.9 23.8
24.1 26.6 20.5 28.8 27.2 25.4

Debt 3.7 44 2.7 5.0 4.6 4.1
-35.0 -13.8 -82.5 0.0 -9.7 -22.6
14.9 17.5 11.4 19.7 18.1 16.3

Mean 5.7 6.4 4.7 7.0 6.5 6.0
11.9 21.4 -6.2 28.2 234 17.3
22.2 24.7 18.6 26.9 25.3 23.6




Czech Republic

Corporate level, 2004

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.6 6.6 6.4 7.7 7.3 6.9

earnings 24.3 24.8 224 35.1 31.7 28.0
26.8 26.9 26.2 30.7 29.4 28.0

New equity 6.6 6.6 6.4 7.7 7.3 6.9
24.3 24.8 224 35.1 31.7 28.0
26.8 26.9 26.2 30.7 29.4 28.0

Debt 3.9 3.9 3.7 5.0 4.6 4.2
-28.5 -26.9 -33.7 0.0 -8.3 -18.0
17.0 17.2 16.5 21.0 19.6 18.3

Mean 5.7 5.7 55 6.8 6.4 6.0
11.6 12.3 9.1 26.0 21.6 16.6
234 23.5 22.8 27.3 26.0 24.6

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.5 6.5 6.2 7.4 71 6.7

earnings 22.6 22.9 19.0 32.8 29.6 25.7
24.9 25.0 23.9 28.5 27.3 25.9

New equity 6.5 6.5 6.2 7.4 7.1 6.7
22.6 22.9 19.0 32.8 29.6 25.7
24.9 25.0 23.9 28.5 27.3 25.9

Debt 4.0 4.0 3.7 5.0 4.7 4.3
-24.7 -23.7 -34.0 0.0 -7.4 -16.6
15.8 16.0 14.8 19.5 18.2 16.9

Mean 5.6 5.6 53 6.6 6.2 5.9
10.7 11.2 6.0 24.1 19.9 14.9
21.7 21.8 20.7 25.4 24.1 22.7

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.3 6.3 6.1 7.2 6.9 6.6

earnings 20.9 21.1 17.5 30.5 27.4 23.8
23.0 23.1 22.0 26.4 25.2 23.9

New equity 6.3 6.3 6.1 7.2 6.9 6.6
20.9 21.1 17.5 30.5 27.4 23.8
23.0 23.1 22.0 26.4 25.2 23.9

Debt 4.1 4.1 3.9 5.0 4.7 4.4
-21.4 -20.8 -29.6 0.0 -6.6 -14.6
14.7 14.7 13.7 18.0 16.8 15.6

Mean 5.5 5.6 53 6.4 6.1 5.8

9.9 10.2 54 22.2 18.3 13.6

20.1 20.2 19.1 23.4 22.3 21.0




Czech Republic

Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.3 6.3 6.1 7.2 6.9 6.6

earnings 20.9 21.1 17.5 30.5 27.4 23.8
23.0 23.1 22.0 26.4 25.2 23.9

New equity 6.3 6.3 6.1 7.2 6.9 6.6
20.9 21.1 17.5 30.5 27.4 23.8
23.0 23.1 22.0 26.4 25.2 23.9

Debt 4.1 4.1 3.9 5.0 4.7 4.4
-21.4 -20.8 -29.6 0.0 -6.6 -14.6
14.7 14.7 13.7 18.0 16.8 15.6

Mean 5.5 5.6 53 6.4 6.1 5.8

9.9 10.2 54 22.2 18.3 13.6

20.1 20.2 19.1 23.4 22.3 21.0

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.1 5.2 4.9 6.0 5.7 5.4

earnings 22.8 23.7 19.7 34.4 30.5 26.6
27.7 27.9 271 30.6 29.5 28.6

New equity 6.5 6.6 6.3 7.4 7.1 6.8
39.5 40.0 37.6 46.9 44.3 41.9
322 324 31.6 35.1 34.0 33.1

Debt 4.1 4.2 39 5.0 4.7 4.4
33 4.7 -1.6 20.9 15.0 9.2
24.5 24.7 23.8 274 26.3 253

Mean 4.9 5.0 4.7 5.8 5.5 5.2
19.3 20.3 16.0 32.0 27.7 23.5
27.0 27.2 26.4 29.9 28.8 27.9

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.1 5.2 4.9 6.0 5.7 5.4

earnings 22.8 23.7 19.7 34.4 30.5 26.6
27.7 27.9 27.1 30.6 29.5 28.6

New equity 6.5 6.6 6.3 7.4 7.1 6.8
39.5 40.0 37.6 46.9 44.3 41.9
32.2 32.4 31.6 35.1 34.0 33.1

Debt 4.1 4.2 3.9 5.0 4.7 4.4
3.3 4.7 -1.6 20.9 15.0 9.2
24.5 24.7 23.8 27.4 26.3 25.3

Mean 4.9 5.0 4.7 5.8 55 5.2
19.3 20.3 16.0 32.0 27.7 23.5
27.0 27.2 26.4 29.9 28.8 27.9




Czech Republic

Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.1 5.2 4.9 6.0 5.7 5.4

earnings 22.8 23.7 19.7 34.4 30.5 26.6
27.7 27.9 27.1 30.6 29.5 28.6

New equity 6.5 6.6 6.3 7.4 7.1 6.8
39.5 40.0 37.6 46.9 44.3 41.9
32.2 32.4 31.6 35.1 34.0 33.1

Debt 4.1 4.2 3.9 5.0 4.7 4.4
3.3 4.7 -1.6 20.9 15.0 9.2
24.5 24.7 23.8 27.4 26.3 25.3

Mean 4.9 5.0 4.7 5.8 55 5.2
19.3 20.3 16.0 32.0 27.7 23.5
27.0 27.2 26.4 29.9 28.8 27.9

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.0 5.1 4.8 5.8 5.5 5.2

earnings 211 21.8 18.1 321 28.3 24.6
26.1 26.3 25.5 28.8 27.7 26.9

New equity 6.4 6.4 6.2 7.2 6.9 6.6
38.1 385 36.2 45.0 42.6 40.3
30.6 30.7 30.0 33.2 322 314

Debt 4.2 4.2 4.0 5.0 4.7 4.4
5.6 6.6 1.2 20.9 15.7 10.6
234 23.6 22.8 26.1 25.1 24.2

Mean 4.9 4.9 4.7 5.7 5.4 5.1
18.7 19.4 15.4 30.3 26.2 22.4
25.6 25.8 25.0 28.3 27.2 26.4

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.0 5.1 4.8 5.8 55 5.2

earnings 21.1 21.8 18.1 32.1 28.3 24.6
26.1 26.3 25.5 28.8 27.7 26.9

New equity 6.4 6.4 6.2 7.2 6.9 6.6
38.1 38.5 36.2 45.0 42.6 40.3
30.6 30.7 30.0 33.2 32.2 31.4

Debt 4.2 4.2 4.0 5.0 4.7 4.4
5.6 6.6 1.2 20.9 15.7 10.6
23.4 23.6 22.8 26.1 25.1 24.2

Mean 4.9 49 4.7 5.7 54 5.1
18.7 19.4 15.4 30.3 26.2 22.4
25.6 25.8 25.0 28.3 27.2 26.4




Czech Republic

Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.3 6.3 6.1 7.2 6.9 6.6

earnings 20.9 21.1 17.5 30.5 27.4 23.8
23.0 23.1 22.0 26.4 25.2 23.9

New equity 6.3 6.3 6.1 7.2 6.9 6.6
20.9 21.1 17.5 30.5 27.4 23.8
23.0 23.1 22.0 26.4 25.2 23.9

Debt 4.1 4.1 3.9 5.0 4.7 4.4
-21.4 -20.8 -29.6 0.0 -6.6 -14.6
14.7 14.7 13.7 18.0 16.8 15.6

Mean 5.5 5.6 53 6.4 6.1 5.8

9.9 10.2 54 22.2 18.3 13.6

20.1 20.2 19.1 23.4 22.3 21.0




Denmark

Denmark

Corporate level, 1998

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.0 5.7 7.2 8.6 8.6 7.6

earnings 37.7 12.2 30.7 41.8 41.8 34.4
35.5 27.8 32.8 37.3 37.3 34.2

New equity 8.0 5.7 7.2 8.6 8.6 7.6
37.7 12.2 30.7 41.8 41.8 34.4
35.5 27.8 32.8 37.3 37.3 34.2

Debt 4.4 2.1 3.6 5.0 5.0 4.0
-13.1 -137.1 -37.7 0.0 0.0 -24.0
23.6 16.0 21.0 25.5 25.5 22.3

Mean 6.8 44 6.0 7.3 7.3 6.4
26.1 -12.6 16.2 31.8 31.8 21.5
31.3 23.7 28.7 33.2 33.2 30.0

Corporate level, 1999

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.9 5.6 7.0 8.3 8.3 7.4

earnings 36.4 11.3 28.8 39.6 39.6 32.6
33.7 26.2 30.9 35.1 35.1 32.2

New equity 7.9 5.6 7.0 8.3 8.3 7.4
36.4 11.3 28.8 39.6 39.6 32.6
33.7 26.2 30.9 35.1 35.1 32.2

Debt 4.6 2.4 3.8 5.0 5.0 4.1
9.6 -111.9 -33.3 0.0 0.0 -20.9
22.5 15.0 19.8 24.0 24.0 21.1

Mean 6.7 4.5 5.9 7.1 7.1 6.3
25.4 -11.4 15.0 29.9 29.9 20.2
29.8 22.3 27.0 31.2 31.2 28.3

Corporate level, 2000

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.9 5.6 7.0 8.3 8.3 7.4

earnings 36.4 11.3 28.8 39.6 39.6 32.6
33.7 26.2 30.9 35.1 35.1 32.2

New equity 7.9 5.6 7.0 8.3 8.3 7.4
36.4 11.3 28.8 39.6 39.6 32.6
33.7 26.2 30.9 35.1 35.1 32.2

Debt 4.6 24 3.8 5.0 5.0 4.1
-9.6 -111.9 -33.3 0.0 0.0 -20.9
22.5 15.0 19.8 24.0 24.0 21.1

Mean 6.7 4.5 5.9 7.1 7.1 6.3
254 -11.4 15.0 29.9 29.9 20.2
29.8 22.3 27.0 31.2 31.2 28.3




Denmark

Corporate level, 2001

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.7 5.6 7.1 8.0 8.0 7.3

earnings 35.0 10.4 29.9 37.4 37.4 31.3
31.9 24.5 30.0 32.9 32.9 30.5

New equity 7.7 5.6 7.1 8.0 8.0 7.3
35.0 10.4 29.9 37.4 37.4 31.3
31.9 24.5 30.0 32.9 32.9 30.5

Debt 4.7 2.6 4.1 5.0 5.0 4.3
-6.5 -92.7 -20.5 0.0 0.0 -16.6
21.4 14.1 19.5 22.5 22.5 20.0

Mean 6.6 45 6.1 6.9 6.9 6.2
24.8 -10.3 17.9 27.9 27.9 19.7
28.3 20.9 26.3 29.3 29.3 26.8

Corporate level, 2002

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.7 5.6 7.1 8.0 8.0 7.3

earnings 35.0 10.4 29.9 374 37.4 31.3
31.9 24.5 30.0 329 32.9 30.5

New equity 7.7 5.6 7.1 8.0 8.0 7.3
35.0 10.4 29.9 374 37.4 31.3
31.9 24.5 30.0 329 32.9 30.5

Debt 4.7 2.6 4.1 5.0 5.0 4.3
-6.5 -92.7 -20.5 0.0 0.0 -16.6
21.4 14.1 19.5 22.5 22.5 20.0

Mean 6.6 4.5 6.1 6.9 6.9 6.2
24.8 -10.3 17.9 27.9 27.9 19.7
28.3 20.9 26.3 29.3 29.3 26.8

Corporate level, 2003

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.7 5.6 7.1 8.0 8.0 7.3

earnings 35.0 10.4 29.9 37.4 37.4 31.3
31.9 24.5 30.0 32.9 32.9 30.5

New equity 7.7 5.6 7.1 8.0 8.0 7.3
35.0 10.4 29.9 37.4 37.4 31.3
31.9 24.5 30.0 32.9 32.9 30.5

Debt 4.7 2.6 4.1 5.0 5.0 4.3
-6.5 -92.7 -20.5 0.0 0.0 -16.6
21.4 14.1 19.5 22.5 22.5 20.0

Mean 6.6 45 6.1 6.9 6.9 6.2
24.8 -10.3 17.9 27.9 27.9 19.7
28.3 20.9 26.3 29.3 29.3 26.8




Denmark

Corporate level, 2004

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.7 5.6 7.1 8.0 8.0 7.3

earnings 35.0 10.4 29.9 37.4 37.4 31.3
31.9 24.5 30.0 32.9 32.9 30.5

New equity 7.7 5.6 7.1 8.0 8.0 7.3
35.0 10.4 29.9 37.4 37.4 31.3
31.9 24.5 30.0 32.9 32.9 30.5

Debt 4.7 2.6 4.1 5.0 5.0 4.3
-6.5 -92.7 -20.5 0.0 0.0 -16.6
21.4 14.1 19.5 22.5 22.5 20.0

Mean 6.6 45 6.1 6.9 6.9 6.2
24.8 -10.3 17.9 27.9 27.9 19.7
28.3 20.9 26.3 29.3 29.3 26.8

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.5 5.5 6.9 7.7 7.7 7.1

earnings 33.7 9.5 27.9 35.1 35.1 29.4
30.2 22.9 28.0 30.7 30.7 28.5

New equity 7.5 5.5 6.9 7.7 7.7 7.1
33.7 9.5 27.9 35.1 35.1 29.4
30.2 22.9 28.0 30.7 30.7 28.5

Debt 4.8 2.8 4.2 5.0 5.0 44
-3.8 -77.5 -18.2 0.0 0.0 -14.3
20.3 13.1 18.2 21.0 21.0 18.7

Mean 6.6 4.6 6.0 6.8 6.8 6.1
24.1 9.2 16.5 26.0 26.0 18.5
26.7 19.5 24.6 27.3 27.3 25.1

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.5 5.5 6.9 7.7 7.7 7.1

earnings 33.7 9.5 27.9 35.1 35.1 29.4
30.2 22.9 28.0 30.7 30.7 28.5

New equity 7.5 5.5 6.9 7.7 7.7 7.1
33.7 9.5 27.9 35.1 35.1 29.4
30.2 22.9 28.0 30.7 30.7 28.5

Debt 4.8 2.8 4.2 5.0 5.0 4.4
-3.8 -77.5 -18.2 0.0 0.0 -14.3
20.3 13.1 18.2 21.0 21.0 18.7

Mean 6.6 4.6 6.0 6.8 6.8 6.1
24.1 9.2 16.5 26.0 26.0 18.5
26.7 19.5 24.6 27.3 27.3 25.1




Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.3 5.4 6.7 7.3 7.3 6.8

earnings 314 8.3 24.9 31.7 31.7 26.6
27.3 20.4 25.0 27.5 27.5 25.5

New equity 7.3 5.4 6.7 7.3 7.3 6.8
314 8.3 24.9 31.7 31.7 26.6
27.3 20.4 25.0 27.5 27.5 25.5

Debt 5.0 3.1 4.3 5.0 5.0 4.5
-1.0 -59.8 -15.2 0.0 0.0 -11.5
18.6 11.7 16.3 18.8 18.8 16.8

Mean 6.5 4.6 5.8 6.5 6.5 6.0
22.7 -7.8 14.5 23.2 23.2 16.6
24.3 17.4 21.9 24.4 24.4 22.5

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 41 2.6 3.5 4.0 4.0 3.6

earnings 78.0 65.7 74.2 77.6 77.6 75.3
414 38.4 40.2 41.3 41.3 40.5

New equity 5.1 3.6 45 5.0 5.0 4.6
82.4 75.3 80.0 82.1 82.1 80.7
43.6 40.5 42.3 434 434 42.6

Debt 5.1 3.6 4.5 5.0 5.0 4.6
82.4 75.3 80.1 82.1 82.1 80.7
43.6 40.5 42.3 43.4 43.4 42.7

Mean 4.5 3.1 3.9 4.4 44 4.1
80.3 70.8 77.2 79.9 79.9 78.1
424 39.3 411 42.2 42.2 41.5

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 41 2.6 3.5 4.0 4.0 3.6

earnings 78.0 65.7 74.2 77.6 77.6 75.3
414 38.4 40.2 41.3 41.3 40.5

New equity 5.1 3.6 4.5 5.0 5.0 4.6
82.4 75.3 80.0 82.1 82.1 80.7
43.6 40.5 42.3 434 434 42.6

Debt 5.1 3.6 4.5 5.0 5.0 4.6
82.4 75.3 80.1 82.1 82.1 80.7
43.6 40.5 42.3 43.4 43.4 42.7

Mean 4.5 3.1 39 4.4 4.4 4.1
80.3 70.8 77.2 79.9 79.9 78.1
42.4 39.3 411 42.2 42.2 41.5




Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.4 7.0 8.7 9.6 9.6 8.9

earnings 46.6 28.8 42.6 47.9 47.9 43.6
47.8 41.8 46.1 48.4 48.4 46.5

New equity 11.2 8.9 10.6 11.5 11.5 10.7
55.5 43.8 52.8 56.4 56.4 53.4
52.6 46.6 50.9 53.2 53.2 51.3

Debt 4.7 2.4 4.1 5.0 5.0 4.3
-5.7 -106.3 -21.5 0.0 0.0 -17.5
35.9 30.0 34.4 36.6 36.6 34.7

Mean 7.9 5.6 7.3 8.2 8.2 7.4
37.0 10.7 314 38.9 38.9 32.8
441 38.2 42.5 44.7 44.7 42.8

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 39 2.6 3.3 3.7 3.7 3.5

earnings 77.2 65.2 72.9 76.1 76.1 74.1
39.7 36.8 38.4 39.3 39.3 38.7

New equity 4.9 3.5 43 4.7 4.7 4.4
81.8 74.7 79.1 81.1 81.1 79.8
419 38.9 40.5 41.5 41.5 40.8

Debt 52 3.8 4.6 5.0 5.0 4.7
82.8 76.6 80.4 82.1 82.1 81.0
42.5 39.5 41.1 42.1 42.1 41.5

Mean 4.5 3.1 3.8 43 4.3 4.0
80.0 71.2 76.7 79.1 79.1 77.6
40.9 37.9 39.5 40.5 40.5 39.9

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 39 2.6 3.3 3.7 3.7 3.5

earnings 77.2 65.2 72.9 76.1 76.1 74.1
39.7 36.8 38.4 39.3 39.3 38.7

New equity 4.9 3.5 4.3 4.7 4.7 4.4
81.8 74.7 79.1 81.1 81.1 79.8
41.9 38.9 40.5 41.5 41.5 40.8

Debt 52 3.8 4.6 5.0 5.0 4.7
82.8 76.6 80.4 82.1 82.1 81.0
42.5 39.5 41.1 42.1 42.1 41.5

Mean 4.5 3.1 3.8 4.3 4.3 4.0
80.0 71.2 76.7 79.1 79.1 77.6
40.9 37.9 39.5 40.5 40.5 39.9




Shareholder level: zero-rate shareholder, 2007

Denmark

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.0 6.9 8.4 9.1 9.1 8.5

earnings 44.7 27.8 40.3 45.3 45.3 41.4
45.8 40.2 44.0 46.0 46.0 44.4

New equity 10.8 8.7 10.2 10.9 10.9 10.3
53.9 42.7 50.8 54.3 54.3 51.6
50.6 44.9 48.8 50.8 50.8 49.2

Debt 4.9 2.8 4.2 5.0 5.0 4.4
-2.5 -79.1 -17.9 0.0 0.0 -14.1
34.7 29.1 33.0 35.0 35.0 33.4

Mean 7.8 5.7 7.1 7.9 7.9 7.3
35.6 11.7 29.7 36.5 36.5 31.1
424 36.8 40.6 42.7 42.7 41.0




Estonia
Corporate level, 1998
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.3 6.1 6.2 7.4 7.1 6.6
earnings 211 17.7 19.2 32.8 29.6 24.6
24.5 23.5 23.9 28.5 27.3 25.5
New equity 6.3 6.1 6.2 7.4 7.1 6.6
21.1 17.7 19.2 32.8 29.6 24.6
24.5 23.5 23.9 28.5 27.3 25.5
Debt 3.9 3.6 3.7 5.0 4.7 4.2
-28.5 -37.7 -33.5 0.0 -7.4 -19.5
15.4 14.4 14.9 19.5 18.2 16.5
Mean 5.5 5.2 53 6.6 6.2 5.8
8.8 4.2 6.3 24.1 19.9 13.4
21.3 20.3 20.7 25.4 24.1 22.4
Corporate level, 1999
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.3 6.1 6.2 7.4 71 6.6
earnings 21.1 17.7 19.2 32.8 29.6 24.6
24.5 23.5 23.9 28.5 27.3 25.5
New equity 6.3 6.1 6.2 7.4 7.1 6.6
21.1 17.7 19.2 32.8 29.6 24.6
24.5 23.5 23.9 28.5 27.3 25.5
Debt 3.9 3.6 3.7 5.0 4.7 4.2
-28.5 -37.7 -33.5 0.0 -7.4 -19.5
15.4 14.4 14.9 19.5 18.2 16.5
Mean 55 5.2 53 6.6 6.2 5.8
8.8 4.2 6.3 24.1 19.9 13.4
21.3 20.3 20.7 25.4 24.1 22.4
Corporate level, 2000
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 5.0 5.0 5.0 5.0 5.0 5.0
earnings 0.0 0.0 0.0 0.0 0.0 0.0
19.5 19.5 19.5 19.5 19.5 19.5
New equity 7.4 7.4 7.4 7.4 7.4 7.4
32.8 32.8 32.8 32.8 32.8 32.8
28.5 28.5 28.5 28.5 28.5 28.5
Debt 5.0 5.0 5.0 5.0 5.0 5.0
0.0 0.0 0.0 0.0 0.0 0.0
19.5 19.5 19.5 19.5 19.5 19.5
Mean 52 5.2 52 5.2 52 5.2
4.7 4.7 4.7 4.7 4.7 4.7
20.4 20.4 20.4 20.4 20.4 20.4

Estonia



Estonia

Corporate level, 2001

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.0 5.0 5.0 5.0 5.0 5.0

earnings 0.0 0.0 0.0 0.0 0.0 0.0
19.5 19.5 19.5 19.5 19.5 19.5

New equity 7.4 7.4 7.4 7.4 7.4 7.4
32.8 32.8 32.8 32.8 32.8 32.8
28.5 28.5 28.5 28.5 28.5 28.5

Debt 5.0 5.0 5.0 5.0 5.0 5.0
0.0 0.0 0.0 0.0 0.0 0.0
19.5 19.5 19.5 19.5 19.5 19.5

Mean 52 5.2 52 5.2 5.2 5.2
4.7 4.7 4.7 4.7 4.7 4.7
20.4 20.4 20.4 20.4 20.4 20.4

Corporate level, 2002

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.0 5.0 5.0 5.0 5.0 5.0

earnings 0.0 0.0 0.0 0.0 0.0 0.0
19.5 19.5 19.5 19.5 19.5 19.5

New equity 7.4 7.4 7.4 7.4 7.4 7.4
32.8 32.8 32.8 32.8 32.8 32.8
28.5 28.5 28.5 28.5 28.5 28.5

Debt 5.0 5.0 5.0 5.0 5.0 5.0
0.0 0.0 0.0 0.0 0.0 0.0
19.5 19.5 19.5 19.5 19.5 19.5

Mean 5.2 5.2 5.2 5.2 5.2 5.2
4.7 4.7 4.7 4.7 4.7 4.7
20.4 20.4 20.4 20.4 20.4 20.4

Corporate level, 2003

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.0 5.0 5.0 5.0 5.0 5.0

earnings 0.0 0.0 0.0 0.0 0.0 0.0
19.5 19.5 19.5 19.5 19.5 19.5

New equity 7.4 7.4 7.4 7.4 7.4 7.4
32.8 32.8 32.8 32.8 32.8 32.8
28.5 28.5 28.5 28.5 28.5 28.5

Debt 5.0 5.0 5.0 5.0 5.0 5.0
0.0 0.0 0.0 0.0 0.0 0.0
19.5 19.5 19.5 19.5 19.5 19.5

Mean 52 5.2 5.2 5.2 5.2 5.2
4.7 4.7 4.7 4.7 4.7 4.7
20.4 20.4 20.4 20.4 20.4 20.4




Estonia

Corporate level, 2004

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.0 5.0 5.0 5.0 5.0 5.0

earnings 0.0 0.0 0.0 0.0 0.0 0.0
19.5 19.5 19.5 19.5 19.5 19.5

New equity 7.4 7.4 7.4 7.4 7.4 7.4
32.8 32.8 32.8 32.8 32.8 32.8
28.5 28.5 28.5 28.5 28.5 28.5

Debt 5.0 5.0 5.0 5.0 5.0 5.0
0.0 0.0 0.0 0.0 0.0 0.0
19.5 19.5 19.5 19.5 19.5 19.5

Mean 52 5.2 52 5.2 5.2 5.2
4.7 4.7 4.7 4.7 4.7 4.7
20.4 20.4 20.4 20.4 20.4 20.4

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.0 5.0 5.0 5.0 5.0 5.0

earnings 0.0 0.0 0.0 0.0 0.0 0.0
18.0 18.0 18.0 18.0 18.0 18.0

New equity 7.2 7.2 7.2 7.2 7.2 7.2
30.5 30.5 30.5 30.5 30.5 30.5
26.4 26.4 26.4 26.4 26.4 26.4

Debt 5.0 5.0 5.0 5.0 5.0 5.0
0.0 0.0 0.0 0.0 0.0 0.0
18.0 18.0 18.0 18.0 18.0 18.0

Mean 5.2 5.2 5.2 5.2 5.2 5.2
4.2 4.2 4.2 4.2 4.2 4.2
18.8 18.8 18.8 18.8 18.8 18.8

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.0 5.0 5.0 5.0 5.0 5.0

earnings 0.0 0.0 0.0 0.0 0.0 0.0
17.3 17.3 17.3 17.3 17.3 17.3

New equity 7.1 7.1 7.1 7.1 7.1 7.1
29.4 29.4 29.4 29.4 29.4 29.4
253 25.3 253 25.3 253 25.3

Debt 5.0 5.0 5.0 5.0 5.0 5.0
0.0 0.0 0.0 0.0 0.0 0.0
17.3 17.3 17.3 17.3 17.3 17.3

Mean 52 5.2 5.2 5.2 5.2 5.2
4.0 4.0 4.0 4.0 4.0 4.0
18.1 18.1 18.1 18.1 18.1 18.1




Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.0 5.0 5.0 5.0 5.0 5.0

earnings 0.0 0.0 0.0 0.0 0.0 0.0
16.5 16.5 16.5 16.5 16.5 16.5

New equity 7.0 7.0 7.0 7.0 7.0 7.0
28.2 28.2 28.2 28.2 28.2 28.2
24.2 24.2 24.2 24.2 24.2 24.2

Debt 5.0 5.0 5.0 5.0 5.0 5.0
0.0 0.0 0.0 0.0 0.0 0.0
16.5 16.5 16.5 16.5 16.5 16.5

Mean 5.2 5.2 52 5.2 52 52
3.8 3.8 3.8 3.8 3.8 3.8
17.3 17.3 17.3 17.3 17.3 17.3

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.1 6.1 6.1 6.1 6.1 6.1

earnings 18.5 18.5 18.5 18.5 18.5 18.5
22.9 22.9 22.9 22.9 22.9 22.9

New equity 7.2 7.2 7.2 7.2 7.2 7.2
30.5 30.5 30.5 30.5 30.5 30.5
26.9 26.9 26.9 26.9 26.9 26.9

Debt 5.0 5.0 5.0 5.0 5.0 5.0
0.0 0.0 0.0 0.0 0.0 0.0
18.6 18.6 18.6 18.6 18.6 18.6

Mean 5.8 5.8 5.8 5.8 5.8 5.8
14.5 14.5 14.5 14.5 14.5 14.5
21.8 21.8 21.8 21.8 21.8 21.8

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.1 6.1 6.1 6.1 6.1 6.1

earnings 18.5 18.5 18.5 18.5 18.5 18.5
22.9 22.9 22.9 22.9 22.9 22.9

New equity 7.2 7.2 7.2 7.2 7.2 7.2
30.5 30.5 30.5 30.5 30.5 30.5
26.9 26.9 26.9 26.9 26.9 26.9

Debt 5.0 5.0 5.0 5.0 5.0 5.0
0.0 0.0 0.0 0.0 0.0 0.0
18.6 18.6 18.6 18.6 18.6 18.6

Mean 5.8 5.8 5.8 5.8 5.8 5.8
14.5 14.5 14.5 14.5 14.5 14.5
21.8 21.8 21.8 21.8 21.8 21.8

Estonia



Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.0 5.0 5.0 5.0 5.0 5.0

earnings 0.0 0.0 0.0 0.0 0.0 0.0
18.0 18.0 18.0 18.0 18.0 18.0

New equity 7.2 7.2 7.2 7.2 7.2 7.2
30.5 30.5 30.5 30.5 30.5 30.5
26.4 26.4 26.4 26.4 26.4 26.4

Debt 5.0 5.0 5.0 5.0 5.0 5.0
0.0 0.0 0.0 0.0 0.0 0.0
18.0 18.0 18.0 18.0 18.0 18.0

Mean 52 5.2 52 5.2 52 52
4.2 4.2 4.2 4.2 4.2 4.2
18.8 18.8 18.8 18.8 18.8 18.8

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.0 6.0 6.0 6.0 6.0 6.0

earnings 17.1 17.1 17.1 17.1 17.1 17.1
21.0 21.0 21.0 21.0 21.0 21.0

New equity 7.0 7.0 7.0 7.0 7.0 7.0
28.2 28.2 28.2 28.2 28.2 28.2
24.6 24.6 24.6 24.6 24.6 24.6

Debt 5.0 5.0 5.0 5.0 5.0 5.0
0.0 0.0 0.0 0.0 0.0 0.0
17.1 17.1 17.1 17.1 17.1 17.1

Mean 5.8 5.8 5.8 5.8 5.8 5.8
13.2 13.2 13.2 13.2 13.2 13.2
20.0 20.0 20.0 20.0 20.0 20.0

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.0 6.0 6.0 6.0 6.0 6.0

earnings 17.1 17.1 171 17.1 17.1 17.1
21.0 21.0 21.0 21.0 21.0 21.0

New equity 7.0 7.0 7.0 7.0 7.0 7.0
28.2 28.2 28.2 28.2 28.2 28.2
24.6 24.6 24.6 24.6 24.6 24.6

Debt 5.0 5.0 5.0 5.0 5.0 5.0
0.0 0.0 0.0 0.0 0.0 0.0
17.1 17.1 17.1 17.1 17.1 17.1

Mean 5.8 5.8 5.8 5.8 5.8 5.8
13.2 13.2 13.2 13.2 13.2 13.2
20.0 20.0 20.0 20.0 20.0 20.0

Estonia



Shareholder level: zero-rate shareholder, 2007

Estonia

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.0 5.0 5.0 5.0 5.0 5.0

earnings 0.0 0.0 0.0 0.0 0.0 0.0
16.5 16.5 16.5 16.5 16.5 16.5

New equity 7.0 7.0 7.0 7.0 7.0 7.0
28.2 28.2 28.2 28.2 28.2 28.2
24.2 24.2 24.2 24.2 24.2 24.2

Debt 5.0 5.0 5.0 5.0 5.0 5.0
0.0 0.0 0.0 0.0 0.0 0.0
16.5 16.5 16.5 16.5 16.5 16.5

Mean 52 5.2 52 5.2 52 5.2
3.8 3.8 3.8 3.8 3.8 3.8
17.3 17.3 17.3 17.3 17.3 17.3




Finland

Corporate level, 1998

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.1 7.4 6.7 7.7 7.7 7.3

earnings 29.7 32.3 25.1 35.1 35.1 31.7
28.6 29.6 27.0 30.7 30.7 29.3

New equity 7.1 7.4 6.7 7.7 7.7 7.3
29.7 32.3 25.1 35.1 35.1 31.7
28.6 29.6 27.0 30.7 30.7 29.3

Debt 4.4 4.7 4.0 5.0 5.0 4.6
-13.8 -7.0 -26.0 0.0 0.0 -8.5
18.8 19.8 17.3 21.0 21.0 19.6

Mean 6.2 6.4 5.7 6.8 6.8 6.4
18.8 22.3 12.7 26.0 26.0 21.5
25.2 26.2 23.6 27.3 27.3 25.9

Corporate level, 1999

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.1 7.4 6.9 7.7 7.7 7.4

earnings 29.7 32.3 27.9 35.1 35.1 32.1
28.6 29.6 28.0 30.7 30.7 29.5

New equity 7.1 7.4 6.9 7.7 7.7 7.4
29.7 32.3 27.9 35.1 35.1 32.1
28.6 29.6 28.0 30.7 30.7 29.5

Debt 4.4 4.7 4.2 5.0 5.0 4.7
-13.8 -7.0 -18.2 0.0 0.0 -7.3
18.8 19.8 18.2 21.0 21.0 19.8

Mean 6.2 6.4 6.0 6.8 6.8 6.4
18.8 22.3 16.5 26.0 26.0 22.1
25.2 26.2 24.6 27.3 27.3 26.1

Corporate level, 2000

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.5 7.5 7.0 7.8 7.8 7.5

earnings 32.9 33.3 28.9 36.3 36.3 33.6
30.5 30.6 29.0 31.8 31.8 30.7

New equity 7.5 7.5 7.0 7.8 7.8 7.5
32.9 33.3 28.9 36.3 36.3 33.6
30.5 30.6 29.0 31.8 31.8 30.7

Debt 4.6 4.7 4.2 5.0 5.0 4.7
-8.8 -7.3 -19.3 0.0 0.0 -6.6
20.3 20.5 18.9 21.8 21.8 20.6

Mean 6.5 6.5 6.0 6.8 6.8 6.5
22.5 23.1 17.2 27.0 27.0 23.5
26.9 27.1 254 28.3 28.3 27.2




Corporate level, 2001

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.5 7.5 7.0 7.8 7.8 7.5

earnings 32.9 33.3 28.9 36.3 36.3 33.6
30.5 30.6 29.0 31.8 31.8 30.7

New equity 7.5 7.5 7.0 7.8 7.8 7.5
32.9 33.3 28.9 36.3 36.3 33.6
30.5 30.6 29.0 31.8 31.8 30.7

Debt 4.6 4.7 4.2 5.0 5.0 4.7
-8.8 -7.3 -19.3 0.0 0.0 -6.6
20.3 20.5 18.9 21.8 21.8 20.6

Mean 6.5 6.5 6.0 6.8 6.8 6.5
22.5 23.1 17.2 27.0 27.0 23.5
26.9 27.1 254 28.3 28.3 27.2

Corporate level, 2002

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.5 7.5 7.0 7.8 7.8 7.5

earnings 32.9 333 28.9 36.3 36.3 33.6
30.5 30.6 29.0 31.8 31.8 30.7

New equity 7.5 7.5 7.0 7.8 7.8 7.5
32.9 33.3 28.9 36.3 36.3 33.6
30.5 30.6 29.0 31.8 31.8 30.7

Debt 4.6 4.7 4.2 5.0 5.0 4.7
-8.8 -7.3 -19.3 0.0 0.0 -6.6
20.3 20.5 18.9 21.8 21.8 20.6

Mean 6.5 6.5 6.0 6.8 6.8 6.5
22.5 23.1 17.2 27.0 27.0 23.5
26.9 27.1 25.4 28.3 28.3 27.2

Corporate level, 2003

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.5 7.5 7.0 7.8 7.8 7.5

earnings 32.9 33.3 28.9 36.3 36.3 33.6
30.5 30.6 29.0 31.8 31.8 30.7

New equity 7.5 7.5 7.0 7.8 7.8 7.5
32.9 33.3 28.9 36.3 36.3 33.6
30.5 30.6 29.0 31.8 31.8 30.7

Debt 4.6 4.7 4.2 5.0 5.0 4.7
-8.8 -7.3 -19.3 0.0 0.0 -6.6
20.3 20.5 18.9 21.8 21.8 20.6

Mean 6.5 6.5 6.0 6.8 6.8 6.5
22.5 23.1 17.2 27.0 27.0 23.5
26.9 27.1 254 28.3 28.3 27.2




Corporate level, 2004

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.5 7.5 7.0 7.8 7.8 7.5

earnings 32.9 33.3 28.9 36.3 36.3 33.6
30.5 30.6 29.0 31.8 31.8 30.7

New equity 7.5 7.5 7.0 7.8 7.8 7.5
32.9 33.3 28.9 36.3 36.3 33.6
30.5 30.6 29.0 31.8 31.8 30.7

Debt 4.6 4.7 4.2 5.0 5.0 4.7
-8.8 -7.3 -19.3 0.0 0.0 -6.6
20.3 20.5 18.9 21.8 21.8 20.6

Mean 6.5 6.5 6.0 6.8 6.8 6.5
22.5 23.1 17.2 27.0 27.0 23.5
26.9 27.1 254 28.3 28.3 27.2

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 7.2 6.7 7.4 7.4 7.2

earnings 30.8 30.1 25.9 32.8 32.8 30.6
27.7 27.5 26.0 28.5 28.5 27.6

New equity 7.2 7.2 6.7 7.4 7.4 7.2
30.8 30.1 25.9 32.8 32.8 30.6
27.7 27.5 26.0 28.5 28.5 27.6

Debt 4.8 4.7 4.3 5.0 5.0 4.8
-5.0 -6.3 -16.2 0.0 0.0 -5.2
18.6 18.4 16.9 19.5 19.5 18.6

Mean 6.4 6.3 5.9 6.6 6.6 6.3
21.4 20.6 15.1 24.1 24.1 21.2
24.5 24.3 22.8 25.4 25.4 24.5

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 7.2 6.7 7.4 7.4 7.2

earnings 30.8 30.1 25.9 32.8 32.8 30.6
27.7 27.5 26.0 28.5 28.5 27.6

New equity 7.2 7.2 6.7 7.4 7.4 7.2
30.8 30.1 25.9 32.8 32.8 30.6
27.7 27.5 26.0 28.5 28.5 27.6

Debt 4.8 4.7 4.3 5.0 5.0 4.8
-5.0 -6.3 -16.2 0.0 0.0 -5.2
18.6 18.4 16.9 19.5 19.5 18.6

Mean 6.4 6.3 5.9 6.6 6.6 6.3
21.4 20.6 15.1 24.1 24.1 21.2
24.5 24.3 22.8 25.4 254 24.5




Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 7.2 6.7 7.4 7.4 7.2

earnings 30.8 30.1 25.9 32.8 32.8 30.6
27.7 27.5 26.0 28.5 28.5 27.6

New equity 7.2 7.2 6.7 7.4 7.4 7.2
30.8 30.1 25.9 32.8 32.8 30.6
27.7 27.5 26.0 28.5 28.5 27.6

Debt 4.8 4.7 4.3 5.0 5.0 4.8
-5.0 -6.3 -16.2 0.0 0.0 -5.2
18.6 18.4 16.9 19.5 19.5 18.6

Mean 6.4 6.3 59 6.6 6.6 6.3
21.4 20.6 15.1 24.1 241 21.2
24.5 24.3 22.8 254 254 24.5

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.6 6.5 6.1 6.7 6.7 6.5

earnings 53.4 52.7 49.9 54.7 54.7 53.2
33.0 32.7 31.5 33.6 33.6 32.9

New equity 6.3 6.2 5.8 6.5 6.5 6.2
51.5 50.7 47.6 52.9 52.9 51.2
32.1 31.8 30.7 32.7 32.7 32.0

Debt 4.8 4.7 4.3 5.0 5.0 4.8
36.4 35.2 29.8 39.0 39.0 36.1
27.5 27.2 26.1 28.1 28.1 27.4

Mean 5.9 5.8 5.5 6.1 6.1 5.9
48.4 47.6 44.0 50.0 50.0 48.1
31.0 30.7 29.5 31.6 31.6 30.9

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.0 7.0 6.6 7.3 7.3 7.0

earnings 56.7 56.2 53.6 58.0 58.0 56.6
34.7 34.4 33.2 35.3 353 34.6

New equity 6.8 6.7 6.3 7.0 7.0 6.7
54.9 54.4 51.5 56.3 56.3 54.7
33.8 33.6 323 34.5 34.5 33.7

Debt 4.8 4.7 4.3 5.0 5.0 4.8
36.1 35.2 29.3 39.0 39.0 35.9
27.6 27.4 26.2 28.3 28.3 27.5

Mean 6.2 6.1 5.8 6.4 6.4 6.2
51.0 50.4 47.0 52.6 52.6 50.8
32.1 31.9 30.7 32.8 32.8 32.0




Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 4.7 4.6 4.3 4.8 4.8 4.6

earnings 35.6 33.0 28.7 36.6 36.6 34.2
26.6 26.1 25.2 26.9 26.9 26.3

New equity 6.0 5.8 5.6 6.1 6.1 5.9
49.4 47.7 45.2 50.0 50.0 48.5
30.7 30.1 29.3 31.0 31.0 30.4

Debt 4.9 4.7 4.5 5.0 5.0 4.8
38.1 35.6 31.7 39.0 39.0 36.8
27.2 26.6 25.8 27.5 27.5 26.9

Mean 4.9 4.7 4.5 5.0 5.0 4.8
38.1 35.7 31.8 39.1 39.1 36.9
27.3 26.7 25.8 27.5 27.5 26.9

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.2 6.1 5.7 6.4 6.4 6.1

earnings 50.7 49.7 46.7 52.0 52.0 50.3
33.6 33.2 32.2 34.1 341 334

New equity 6.3 6.2 5.8 6.5 6.5 6.2
51.5 50.6 47.7 52.8 52.8 51.2
33.9 33.6 32.5 34.4 344 33.8

Debt 4.8 4.7 44 5.0 5.0 4.8
36.7 35.3 30.1 39.0 39.0 36.2
29.5 29.2 28.1 30.0 30.0 29.4

Mean 5.7 5.6 5.3 5.9 5.9 5.7
46.6 45.6 42.0 48.2 48.2 46.2
32.2 31.8 30.8 32.7 32.7 32.0

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.2 6.1 5.7 6.4 6.4 6.1

earnings 50.7 49.7 46.7 52.0 52.0 50.3
33.6 33.2 322 34.1 341 334

New equity 6.3 6.2 5.8 6.5 6.5 6.2
51.5 50.6 47.7 52.8 52.8 51.2
33.9 33.6 325 34.4 34.4 33.8

Debt 4.8 4.7 4.4 5.0 5.0 4.8
36.7 353 30.1 39.0 39.0 36.2
29.5 29.2 28.1 30.0 30.0 29.4

Mean 5.7 5.6 53 5.9 59 5.7
46.6 45.6 42.0 48.2 48.2 46.2
32.2 31.8 30.8 32.7 32.7 32.0




Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 4.7 4.6 4.3 4.8 4.8 4.6

earnings 35.6 33.0 28.7 36.6 36.6 34.2
28.7 28.2 27.3 29.0 29.0 28.4

New equity 6.4 6.2 5.9 6.5 6.5 6.3
52.3 50.8 48.5 52.8 52.8 51.5
33.8 33.2 32.3 34.0 34.0 334

Debt 4.9 4.7 4.5 5.0 5.0 4.8
38.1 35.6 31.7 39.0 39.0 36.8
29.3 28.7 27.9 29.5 29.5 29.0

Mean 5.0 4.8 4.5 5.0 5.0 4.9
38.6 36.2 32.3 39.5 39.5 37.3
29.4 28.9 28.0 29.7 29.7 29.1

Finland



France

Corporate level, 1998

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 10.5 7.6 10.9 10.0 9.3 9.7

earnings 52.6 34.6 54.1 49.9 46.1 48.3
474 39.0 48.5 45.8 43.7 449

New equity 10.5 7.6 10.9 10.0 9.3 9.7
52.6 34.6 54.1 49.9 46.1 48.3
474 39.0 48.5 45.8 43.7 44.9

Debt 55 2.7 5.8 5.0 4.3 4.7
9.0 -86.9 14.4 0.0 -16.3 -7.2
32.7 24.5 33.7 31.2 29.2 30.3

Mean 8.8 5.9 9.1 8.2 7.5 7.9
43.0 15.4 45.2 39.3 33.6 36.8
423 33.9 43.3 40.7 38.6 39.8

Corporate level, 1999

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 10.4 7.5 10.7 9.6 9.0 9.4

earnings 51.8 33.1 53.4 48.1 44.4 47.0
46.1 374 47.2 43.9 42.0 43.3

New equity 10.4 7.5 10.7 9.6 9.0 9.4
51.8 33.1 53.4 48.1 44.4 47.0
46.1 374 47.2 43.9 42.0 43.3

Debt 5.7 2.8 6.0 5.0 4.3 4.8
11.6 -76.6 16.8 0.0 -15.0 -4.9
32.0 23.5 33.0 30.0 28.0 29.3

Mean 8.7 5.8 9.1 8.0 7.4 7.8
42.7 14.5 45.0 37.6 32.1 35.9
41.2 32.5 42.2 39.0 37.1 38.4

Corporate level, 2000

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 10.1 7.2 10.5 9.2 8.6 9.2

earnings 50.7 31.0 52.5 45.8 421 45.4
44.3 35.3 45.5 41.5 39.6 41.2

New equity 10.1 7.2 10.5 9.2 8.6 9.2
50.7 31.0 52.5 45.8 42.1 45.4
44.3 35.3 45.5 41.5 39.6 41.2

Debt 5.8 3.0 6.2 5.0 4.4 4.9
14.4 -65.2 19.5 0.0 -13.5 2.1
30.9 22.2 32.1 28.3 26.5 28.0

Mean 8.6 5.8 9.0 7.7 7.2 7.7
421 13.4 44.5 35.4 30.1 34.7
39.6 30.7 40.8 36.9 35.0 36.6




Corporate level, 2001

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 10.2 7.1 10.6 9.0 8.4 9.1

earnings 51.1 29.8 52.6 44.4 40.7 44.8
43.9 34.1 45.0 40.0 38.2 40.2

New equity 10.2 7.1 10.6 9.0 8.4 9.1
51.1 29.8 52.6 44.4 40.7 44.8
43.9 34.1 45.0 40.0 38.2 40.2

Debt 6.2 3.1 6.5 5.0 4.4 5.0
18.9 -59.5 22.9 0.0 -12.7 0.9
31.0 21.4 32.1 27.3 25.5 27.5

Mean 8.8 5.7 9.1 7.6 7.0 7.7
43.2 12.7 45.3 34.1 28.9 34.7
39.4 29.6 40.5 35.6 33.8 35.8

Corporate level, 2002

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 10.0 7.0 10.5 8.8 8.3 8.9

earnings 49.9 28.9 52.5 43.3 39.6 44.0
42.6 33.1 44.4 38.9 37.2 39.3

New equity 10.0 7.0 10.5 8.8 8.3 8.9
49.9 28.9 52.5 43.3 39.6 44.0
42.6 33.1 44.4 38.9 37.2 39.3

Debt 6.1 3.2 6.6 5.0 4.5 5.1
17.9 -55.5 24.5 0.0 -12.1 1.5
30.1 20.8 31.8 26.6 24.8 26.8

Mean 8.6 5.7 9.2 7.5 6.9 7.6
42.0 12.2 45.4 33.2 28.0 34.0
38.3 28.8 40.0 34.6 32.9 34.9

Corporate level, 2003

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 10.0 7.0 10.6 8.8 8.3 9.0

earnings 50.2 28.9 52.8 43.3 39.6 44.2
429 33.1 44.6 38.9 37.2 39.3

New equity 10.0 7.0 10.6 8.8 8.3 9.0
50.2 28.9 52.8 43.3 39.6 44.2
429 33.1 44.6 38.9 37.2 39.3

Debt 6.2 3.2 6.7 5.0 4.5 5.1
18.7 -55.5 25.3 0.0 -12.1 2.1
30.3 20.8 32.0 26.6 24.8 26.9

Mean 8.7 5.7 9.2 7.5 6.9 7.6
424 12.2 45.8 33.2 28.0 34.3
38.5 28.8 40.2 34.6 32.9 35.0

France



Corporate level, 2004

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 10.1 7.0 10.6 8.8 8.3 9.0

earnings 50.4 28.9 53.0 43.3 39.6 44.3
43.0 33.1 44.8 38.9 37.2 39.4

New equity 10.1 7.0 10.6 8.8 8.3 9.0
50.4 28.9 53.0 43.3 39.6 44.3
43.0 33.1 44.8 38.9 37.2 39.4

Debt 6.2 3.2 6.7 5.0 4.5 5.1
19.2 -55.5 25.7 0.0 -12.1 2.3
30.4 20.8 32.2 26.6 24.8 27.0

Mean 8.7 5.7 9.3 7.5 6.9 7.6
42.6 12.2 46.1 33.2 28.0 34.4
38.6 28.8 40.4 34.6 32.9 35.0

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 10.1 7.0 10.7 8.7 8.2 9.0

earnings 50.6 28.5 53.3 42.8 39.1 44.2
429 32.7 44.8 38.4 36.6 39.1

New equity 10.1 7.0 10.7 8.7 8.2 9.0
50.6 28.5 53.3 42.8 39.1 44.2
429 32.7 44.8 38.4 36.6 39.1

Debt 6.3 33 6.9 5.0 4.5 52
20.9 -53.7 27.4 0.0 -11.8 3.6
30.5 20.5 32.4 26.2 24.5 26.8

Mean 8.8 5.7 9.4 7.4 6.9 7.6
43.2 12.0 46.7 32.7 27.6 34.5
38.6 28.4 40.4 34.1 32.4 34.8

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 10.1 6.9 10.7 8.7 8.1 8.9

earnings 50.4 28.0 53.1 42.2 38.6 43.8
42.5 32.2 44.4 37.8 36.1 38.6

New equity 10.1 6.9 10.7 8.7 8.1 8.9
50.4 28.0 53.1 42.2 38.6 43.8
425 32.2 44.4 37.8 36.1 38.6

Debt 6.4 33 6.9 5.0 4.5 5.2
21.4 -51.9 27.8 0.0 -11.5 4.1
30.3 20.2 32.1 25.8 24.1 26.5

Mean 8.8 5.7 9.4 7.4 6.9 7.6
43.1 11.8 46.6 32.2 27.1 34.3
38.2 28.0 40.1 33.6 31.9 34.4

France



Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 10.2 6.9 10.8 8.7 8.1 9.0

earnings 51.1 28.0 53.8 42.2 38.6 44.2
42.9 32.2 44.9 37.8 36.1 38.8

New equity 10.2 6.9 10.8 8.7 8.1 9.0
51.1 28.0 53.8 42.2 38.6 44.2
42.9 32.2 44.9 37.8 36.1 38.8

Debt 6.5 33 7.1 5.0 4.5 5.3
23.0 -51.9 29.5 0.0 -11.5 52
30.7 20.2 32.7 25.8 24.1 26.7

Mean 8.9 5.7 9.5 7.4 6.9 7.7
43.9 11.8 475 32.2 271 34.8
38.7 28.0 40.6 33.6 31.9 34.6

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.1 33 6.9 44 39 4.9

earnings 77.9 58.7 80.3 69.4 65.2 72.5
44.3 38.0 46.0 40.5 39.4 41.6

New equity 7.5 4.6 8.2 5.7 52 6.3
81.8 70.5 83.5 76.4 74.0 78.3
473 40.9 49.0 434 42.3 44.6

Debt 6.7 3.9 7.5 5.0 4.5 5.5
79.8 64.9 81.9 72.9 69.7 75.4
45.6 39.3 47.3 41.8 40.6 42.9

Mean 6.5 3.6 7.2 4.8 4.2 5.3
79.0 62.5 81.2 71.5 68.0 74.2
45.1 38.7 46.7 41.3 40.1 424

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.3 6.2 9.9 7.8 7.3 8.1

earnings 85.4 78.1 86.3 82.7 81.4 83.2
51.7 45.1 53.1 48.6 475 49.2

New equity 11.3 8.2 12.0 9.8 9.3 10.1
88.0 83.5 88.7 86.2 85.4 86.6
56.2 49.5 57.6 53.0 51.8 53.6

Debt 6.4 3.4 7.0 5.0 4.5 5.2
78.8 59.8 80.7 72.9 69.7 74.2
45.5 39.0 46.9 42.5 414 43.0

Mean 8.5 5.4 9.1 7.0 6.5 7.3
84.0 74.9 85.1 80.7 79.2 81.4
50.0 434 51.4 46.9 45.8 47.5




France

Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 10.1 7.0 10.7 8.7 8.2 9.0

earnings 50.6 28.5 53.3 42.8 39.1 44.2
42.9 32.7 44.8 38.4 36.6 39.1

New equity 10.1 7.0 10.7 8.7 8.2 9.0
50.6 28.5 53.3 42.8 39.1 44.2
429 32.7 44.8 38.4 36.6 39.1

Debt 6.3 33 6.9 5.0 4.5 5.2
20.9 -53.7 274 0.0 -11.8 3.6
30.5 20.5 32.4 26.2 24.5 26.8

Mean 8.8 5.7 9.4 7.4 6.9 7.6
43.2 12.0 46.7 32.7 27.6 34.5
38.6 28.4 40.4 34.1 324 34.8

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.2 33 7.0 4.4 3.9 5.0

earnings 78.3 58.4 80.7 69.0 64.9 72.6
44.3 37.7 46.1 40.1 39.0 414

New equity 7.6 4.6 8.4 5.7 52 6.3
82.1 70.3 83.8 76.1 73.7 78.4
473 40.6 49.0 43.0 41.9 44.4

Debt 6.9 3.9 7.7 5.0 4.5 5.6
80.3 65.1 82.3 72.9 69.8 75.7
45.7 39.0 47.5 415 40.4 42.8

Mean 6.6 3.6 7.4 4.7 4.2 5.3
79.4 62.4 81.6 71.3 67.8 74.4
45.1 38.4 46.9 40.9 39.8 42.2

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.4 6.2 10.0 7.7 7.2 8.1

earnings 85.5 78.0 86.5 82.5 81.3 83.3
51.8 44.8 53.2 48.2 47.1 49.0

New equity 11.4 8.1 12.1 9.7 9.2 10.1
88.1 83.4 88.8 86.1 85.3 86.6
56.2 49.1 57.7 52.6 51.5 53.4

Debt 6.6 34 7.2 5.0 4.5 53
79.3 60.2 81.2 72.9 69.8 74.6
45.6 38.8 47.1 42.2 41.1 43.0

Mean 8.6 5.4 9.2 7.0 6.5 7.3
84.2 74.9 85.3 80.6 79.0 81.5
50.1 43.1 51.5 46.6 45.5 47.3




Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 10.2 6.9 10.8 8.7 8.1 9.0

earnings 51.1 28.0 53.8 42.2 38.6 44.2
42.9 32.2 44.9 37.8 36.1 38.8

New equity 10.2 6.9 10.8 8.7 8.1 9.0
51.1 28.0 53.8 42.2 38.6 44.2
429 32.2 44.9 37.8 36.1 38.8

Debt 6.5 33 7.1 5.0 4.5 53
23.0 -51.9 29.5 0.0 -11.5 5.2
30.7 20.2 32.7 25.8 24.1 26.7

Mean 8.9 5.7 9.5 7.4 6.9 7.7
43.9 11.8 47.5 32.2 27.1 34.8
38.7 28.0 40.6 33.6 31.9 34.6

France



Germany

Germany

Corporate level, 1998

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 111 9.8 10.3 14.0 11.5 11.3

earnings 54.8 49.1 51.2 64.4 56.5 55.9
49.7 46.2 474 58.1 50.9 50.5

New equity 7.4 6.1 6.5 10.3 7.8 7.6
32.0 18.2 23.6 51.6 35.8 34.5
39.2 35.7 36.9 47.7 40.5 40.0

Debt 2.7 1.5 1.9 5.7 3.2 3.0
-83.0 -234.5 -159.2 12.6 -57.5 -66.1
26.1 22.6 23.9 34.6 274 26.9

Mean 7.8 6.5 7.0 10.8 8.2 8.1
35.7 23.5 28.2 53.5 39.1 37.9
40.4 36.9 38.1 48.9 41.7 41.2

Corporate level, 1999

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 10.2 9.1 9.4 12.6 10.5 10.4

earnings 50.9 44.9 47.0 60.5 524 51.8
474 44.2 45.2 54.3 48.2 47.9

New equity 7.9 6.8 7.2 10.4 8.2 8.1
37.0 26.7 30.4 51.9 39.3 38.4
41.0 37.9 38.9 47.9 41.9 41.5

Debt 3.3 2.2 2.5 5.7 3.6 3.5
-52.7 -130.8 97.3 12.9 -39.4 -44.5
27.9 24.8 25.8 34.8 28.8 28.4

Mean 7.5 6.4 6.8 10.0 7.9 7.7
33.7 22.2 26.4 50.0 36.3 35.3
39.9 36.8 37.8 46.8 40.8 40.4

Corporate level, 2000

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 10.2 9.1 9.4 12.6 10.5 10.4

earnings 50.9 44.9 47.0 60.5 524 51.8
474 44.2 45.2 54.3 48.2 47.9

New equity 7.9 6.8 7.2 10.4 8.2 8.1
37.0 26.7 30.4 51.9 39.3 38.4
41.0 37.9 38.9 47.9 41.9 41.5

Debt 3.3 2.2 2.5 5.7 3.6 3.5
-52.7 -130.8 -97.3 12.9 -39.4 -44.5
27.9 24.8 25.8 34.8 28.8 28.4

Mean 7.5 6.4 6.8 10.0 7.9 7.7
33.7 22.2 26.4 50.0 36.3 35.3
39.9 36.8 37.8 46.8 40.8 40.4




Germany

Corporate level, 2001

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.7 7.4 8.2 9.5 8.2 8.4

earnings 42.3 32.5 38.8 47.5 39.4 40.5
40.6 36.8 39.1 43.2 39.4 39.8

New equity 8.7 7.4 8.2 9.5 8.2 8.4
423 32.5 38.8 47.5 39.4 40.5
40.6 36.8 39.1 43.2 39.4 39.8

Debt 4.9 3.6 4.4 5.7 4.5 4.6
-2.3 -37.6 -13.6 13.0 -11.8 -8.0
29.2 25.4 27.7 31.8 27.9 28.4

Mean 7.3 6.1 6.9 8.2 6.9 7.1
31.9 17.8 27.1 39.0 27.8 29.4
36.6 32.8 35.1 39.2 35.3 35.8

Corporate level, 2002

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.7 7.4 8.2 9.5 8.2 8.4

earnings 423 32.5 38.8 47.5 39.4 40.5
40.6 36.8 39.1 43.2 39.4 39.8

New equity 8.7 7.4 8.2 9.5 8.2 8.4
423 32.5 38.8 47.5 39.4 40.5
40.6 36.8 39.1 43.2 39.4 39.8

Debt 4.9 3.6 4.4 5.7 4.5 4.6
2.3 -37.6 -13.6 13.0 -11.8 -8.0
29.2 25.4 27.7 31.8 27.9 28.4

Mean 7.3 6.1 6.9 8.2 6.9 7.1
31.9 17.8 27.1 39.0 27.8 29.4
36.6 32.8 35.1 39.2 35.3 35.8

Corporate level, 2003

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.8 7.5 8.4 9.8 8.4 8.6

earnings 43.5 33.7 40.1 48.8 40.7 41.8
41.9 38.0 40.4 44.6 40.7 41.1

New equity 8.8 7.5 8.4 9.8 8.4 8.6
43.5 33.7 40.1 48.8 40.7 41.8
41.9 38.0 40.4 44.6 40.7 41.1

Debt 4.8 35 4.3 5.8 4.4 4.6
-3.5 -41.6 -15.1 13.2 -13.2 -9.3
30.0 26.1 28.5 32.7 28.8 29.2

Mean 7.4 6.1 6.9 8.4 7.0 7.2
32.8 18.5 28.0 40.2 28.8 30.4
37.7 33.9 36.3 40.5 36.5 37.0




Germany

Corporate level, 2004

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.7 7.4 8.2 9.5 8.2 8.4

earnings 42.3 32.5 38.8 47.5 39.4 40.5
40.6 36.8 39.1 43.2 39.4 39.8

New equity 8.7 7.4 8.2 9.5 8.2 8.4
423 32.5 38.8 47.5 39.4 40.5
40.6 36.8 39.1 43.2 39.4 39.8

Debt 4.9 3.6 4.4 5.7 4.5 4.6
-2.3 -37.6 -13.6 13.0 -11.8 -8.0
29.2 25.4 27.7 31.8 27.9 28.4

Mean 7.3 6.1 6.9 8.2 6.9 7.1
31.9 17.8 27.1 39.0 27.8 29.4
36.6 32.8 35.1 39.2 35.3 35.8

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.7 7.4 8.2 9.5 8.2 8.4

earnings 423 32.5 38.8 47.5 39.4 40.5
40.6 36.8 39.1 43.2 39.4 39.8

New equity 8.7 7.4 8.2 9.5 8.2 8.4
423 32.5 38.8 47.5 39.4 40.5
40.6 36.8 39.1 43.2 39.4 39.8

Debt 4.9 3.6 4.4 5.7 4.5 4.6
2.3 -37.6 -13.6 13.0 -11.8 -8.0
29.2 25.4 27.7 31.8 27.9 28.4

Mean 7.3 6.1 6.9 8.2 6.9 7.1
31.9 17.8 27.1 39.0 27.8 29.4
36.6 32.8 35.1 39.2 35.3 35.8

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.7 7.4 7.6 9.5 8.2 8.3

earnings 42.3 32.5 344 47.5 39.4 39.7
40.6 36.8 37.5 43.2 39.4 39.5

New equity 8.7 7.4 7.6 9.5 8.2 8.3
423 32.5 34.4 47.5 39.4 39.7
40.6 36.8 37.5 43.2 39.4 39.5

Debt 4.9 3.6 3.9 5.7 4.5 4.5
-2.3 -37.6 -29.9 13.0 -11.8 -10.7
29.2 25.4 26.0 31.8 27.9 28.0

Mean 7.3 6.1 6.3 8.2 6.9 7.0
31.9 17.8 20.7 39.0 27.8 28.3
36.6 32.8 33.5 39.2 35.3 35.5




Germany

Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.7 7.4 7.6 9.5 8.2 8.3

earnings 424 32.5 34.4 47.5 39.4 39.7
40.7 36.8 37.5 43.2 39.4 39.5

New equity 8.7 7.4 7.6 9.5 8.2 8.3
42.4 32.5 34.4 47.5 39.4 39.7
40.7 36.8 37.5 43.2 39.4 39.5

Debt 4.9 3.6 3.9 5.7 4.5 4.5
-2.0 -37.6 -29.9 13.0 -11.8 -10.6
29.2 254 26.0 31.8 27.9 28.1

Mean 7.4 6.1 6.3 8.2 6.9 7.0
32.1 17.8 20.7 39.0 27.8 28.3
36.7 32.8 33.5 39.2 35.3 35.5

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 4.9 4.1 4.7 5.6 44 4.7

earnings 61.0 53.6 58.8 66.0 56.1 59.6
38.6 36.7 37.9 40.3 37.2 38.1

New equity 5.5 4.7 53 6.2 5.0 5.4
65.3 59.6 63.6 69.3 61.5 64.2
40.0 38.2 39.4 41.8 38.7 39.6

Debt 5.0 4.2 4.8 5.7 4.5 4.8
61.8 54.8 59.7 66.7 57.2 60.5
38.8 36.9 38.2 40.6 37.5 38.4

Mean 5.0 4.2 4.7 5.7 4.5 4.8
61.7 54.7 59.7 66.6 57.1 60.4
38.8 36.9 38.2 40.6 37.5 38.4

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 3.8 3.1 3.6 4.4 32 3.6

earnings 49.2 38.8 46.4 56.8 39.4 47.0
355 34.0 35.0 37.1 34.0 35.1

New equity 5.6 4.9 5.4 6.2 5.0 5.4
65.8 61.3 64.5 69.3 61.5 64.7
40.0 38.4 39.5 41.6 38.5 39.6

Debt 5.1 4.4 4.9 5.7 4.5 4.9
62.4 56.9 60.8 66.7 57.2 61.1
38.7 37.2 38.2 40.3 37.2 38.3

Mean 4.4 3.8 4.2 5.1 3.8 4.3
56.6 49.2 54.5 62.2 49.6 55.0
371 35.5 36.6 38.7 35.6 36.7




Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.7 7.4 8.2 9.5 8.2 8.4

earnings 423 32.5 38.8 47.5 39.4 40.5
40.6 36.8 39.1 43.2 39.4 39.8

New equity 8.7 7.4 8.2 9.5 8.2 8.4
42.3 32.5 38.8 47.5 39.4 40.5
40.6 36.8 39.1 43.2 39.4 39.8

Debt 4.9 3.6 44 5.7 4.5 4.6
2.3 -37.6 -13.6 13.0 -11.8 -8.0
29.2 25.4 27.7 31.8 27.9 28.4

Mean 7.3 6.1 6.9 8.2 6.9 7.1
31.9 17.8 271 39.0 27.8 29.4
36.6 32.8 35.1 39.2 35.3 35.8

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 4.6 3.9 4.0 5.3 4.1 44

earnings 63.4 56.2 57.9 68.2 58.2 61.3
38.6 36.8 37.2 40.2 37.2 38.0

New equity 52 4.5 4.6 59 4.7 5.0
67.7 62.2 63.5 71.5 63.7 66.1
40.0 38.2 38.6 41.7 38.7 39.4

Debt 5.0 43 44 5.7 4.5 4.8
66.4 60.5 61.9 70.5 62.1 64.7
39.6 37.8 38.1 41.2 38.2 39.0

Mean 4.8 4.1 4.2 5.5 4.3 4.6
65.0 58.4 60.0 69.4 60.2 63.1
39.1 37.3 37.6 40.7 37.7 38.5

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 3.5 2.8 3.0 4.1 2.8 32

earnings 50.9 40.1 42.9 58.3 39.4 474
355 34.0 34.3 37.0 33.9 34.9

New equity 53 4.7 4.8 5.9 4.7 5.1
68.2 64.0 65.0 71.5 63.7 66.8
40.0 38.5 38.8 414 38.4 39.4

Debt 5.1 4.5 4.6 5.7 4.5 4.9
67.0 62.4 63.5 70.5 62.1 65.4
39.5 38.0 38.3 41.0 37.9 38.9

Mean 4.2 3.6 3.7 4.8 3.6 4.0
59.9 53.0 54.7 65.0 52.5 57.6
37.3 35.9 36.2 38.8 35.8 36.8




Shareholder level: zero-rate shareholder, 2007

Germany

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.7 7.4 7.6 9.5 8.2 8.3

earnings 42.4 32.5 34.4 47.5 39.4 39.7
40.7 36.8 37.5 43.2 39.4 39.5

New equity 8.7 7.4 7.6 9.5 8.2 8.3
424 32.5 34.4 47.5 39.4 39.7
40.7 36.8 37.5 43.2 39.4 39.5

Debt 4.9 3.6 3.9 5.7 4.5 4.5
-2.0 -37.6 -29.9 13.0 -11.8 -10.6
29.2 25.4 26.0 31.8 27.9 28.1

Mean 7.4 6.1 6.3 8.2 6.9 7.0
32.1 17.8 20.7 39.0 27.8 28.3
36.7 32.8 33.5 39.2 35.3 35.5




Greece

Greece
Corporate level, 1998
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.6 8.3 6.7 8.7 7.7 7.6
earnings 23.8 39.7 254 42.8 35.0 34.2
31.3 37.0 31.8 38.4 35.0 34.7
New equity 6.6 8.3 6.7 8.7 7.7 7.6
23.8 39.7 254 42.8 35.0 34.2
31.3 37.0 31.8 38.4 35.0 34.7
Debt 2.8 45 3.0 5.0 39 3.9
-77.6 -9.9 -69.0 0.0 -26.8 -29.8
19.2 24.8 19.6 26.3 22.8 22.5
Mean 53 7.0 54 7.4 6.4 6.3
4.8 28.4 7.3 32.8 21.6 20.5
27.1 32.7 27.5 34.2 30.7 30.4
Corporate level, 1999
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.6 8.3 6.6 8.7 7.7 7.6
earnings 23.8 39.7 24.8 42.8 35.0 34.1
31.3 37.0 31.6 38.4 35.0 34.7
New equity 6.6 8.3 6.6 8.7 7.7 7.6
23.8 39.7 24.8 42.8 35.0 34.1
31.3 37.0 31.6 38.4 35.0 34.7
Debt 2.8 4.5 2.9 5.0 3.9 3.8
-77.6 9.9 -72.5 0.0 -26.8 -30.2
19.2 24.8 19.4 26.3 22.8 22.5
Mean 53 7.0 53 7.4 6.4 6.3
4.8 28.4 6.3 32.8 21.6 20.4
27.1 32.7 27.3 34.2 30.7 30.4
Corporate level, 2000
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.6 8.3 6.6 8.7 7.7 7.6
earnings 23.8 39.7 24.8 42.8 35.0 34.1
31.3 37.0 31.6 38.4 35.0 34.7
New equity 6.6 8.3 6.6 8.7 7.7 7.6
23.8 39.7 24.8 42.8 35.0 34.1
31.3 37.0 31.6 38.4 35.0 34.7
Debt 2.8 45 2.9 5.0 3.9 3.8
-77.6 -9.9 -72.5 0.0 -26.8 -30.2
19.2 24.8 19.4 26.3 22.8 22.5
Mean 53 7.0 53 7.4 6.4 6.3
4.8 28.4 6.3 32.8 21.6 20.4
27.1 32.7 27.3 34.2 30.7 30.4




Corporate level, 2001
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.6 8.3 6.6 8.7 7.7 7.6
earnings 23.8 39.7 24.8 42.8 35.0 34.1
31.3 37.0 31.6 38.4 35.0 34.7
New equity 6.6 8.3 6.6 8.7 7.7 7.6
23.8 39.7 24.8 42.8 35.0 34.1
31.3 37.0 31.6 38.4 35.0 34.7
Debt 2.8 45 2.9 5.0 3.9 3.8
-77.6 -9.9 -72.5 0.0 -26.8 -30.2
19.2 24.8 19.4 26.3 22.8 22.5
Mean 53 7.0 53 7.4 6.4 6.3
4.8 28.4 6.3 32.8 21.6 20.4
27.1 32.7 27.3 34.2 30.7 30.4
Corporate level, 2002
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.6 8.3 6.6 8.7 7.7 7.6
earnings 23.8 39.7 24.8 42.8 35.0 34.1
31.3 37.0 31.6 38.4 35.0 34.7
New equity 6.6 8.3 6.6 8.7 7.7 7.6
23.8 39.7 24.8 42.8 35.0 34.1
31.3 37.0 31.6 38.4 35.0 34.7
Debt 2.8 4.5 2.9 5.0 3.9 3.8
-77.6 9.9 -72.5 0.0 -26.8 -30.2
19.2 24.8 19.4 26.3 22.8 22.5
Mean 53 7.0 53 7.4 6.4 6.3
4.8 28.4 6.3 32.8 21.6 20.4
27.1 32.7 27.3 34.2 30.7 30.4
Corporate level, 2003
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.6 8.3 6.6 8.7 7.7 7.6
earnings 23.8 39.7 24.8 42.8 35.0 34.1
31.3 37.0 31.6 38.4 35.0 34.7
New equity 6.6 8.3 6.6 8.7 7.7 7.6
23.8 39.7 24.8 42.8 35.0 34.1
31.3 37.0 31.6 38.4 35.0 34.7
Debt 2.8 45 2.9 5.0 3.9 3.8
-77.6 -9.9 -72.5 0.0 -26.8 -30.2
19.2 24.8 19.4 26.3 22.8 22.5
Mean 53 7.0 53 7.4 6.4 6.3
4.8 28.4 6.3 32.8 21.6 20.4
27.1 32.7 27.3 34.2 30.7 30.4

Greece



Corporate level, 2004
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.6 8.3 6.6 8.7 7.7 7.6
earnings 23.8 39.7 24.8 42.8 35.0 34.1
31.3 37.0 31.6 38.4 35.0 34.7
New equity 6.6 8.3 6.6 8.7 7.7 7.6
23.8 39.7 24.8 42.8 35.0 34.1
31.3 37.0 31.6 38.4 35.0 34.7
Debt 2.8 45 2.9 5.0 3.9 3.8
-77.6 -9.9 -72.5 0.0 -26.8 -30.2
19.2 24.8 19.4 26.3 22.8 22.5
Mean 53 7.0 53 7.4 6.4 6.3
4.8 28.4 6.3 32.8 21.6 20.4
27.1 32.7 27.3 34.2 30.7 30.4
Corporate level, 2005
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.4 7.9 6.4 8.3 7.4 7.3
earnings 21.5 36.6 22.4 39.6 32.0 31.2
28.7 33.8 28.9 35.1 32.0 31.7
New equity 6.4 7.9 6.4 8.3 7.4 7.3
21.5 36.6 22.4 39.6 32.0 31.2
28.7 33.8 28.9 35.1 32.0 31.7
Debt 31 4.6 3.2 5.0 4.1 4.0
-61.5 -8.6 -58.0 0.0 -22.6 -25.4
17.5 22.7 17.8 24.0 20.9 20.6
Mean 52 6.7 53 7.1 6.2 6.1
4.3 25.8 55 29.9 19.4 18.3
24.8 29.9 25.0 31.2 28.1 27.8
Corporate level, 2006
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.2 7.5 6.2 7.8 7.0 7.0
earnings 19.3 33.3 20.0 36.3 29.0 28.2
26.0 30.6 26.2 31.8 29.0 28.7
New equity 6.2 7.5 6.2 7.8 7.0 7.0
19.3 33.3 20.0 36.3 29.0 28.2
26.0 30.6 26.2 31.8 29.0 28.7
Debt 34 4.7 34 5.0 4.2 4.1
-49.2 -7.3 -46.8 0.0 -19.1 -21.3
15.9 20.5 16.1 21.8 18.9 18.6
Mean 52 6.5 53 6.8 6.0 6.0
3.8 23.1 4.8 27.0 17.3 16.3
22.5 27.1 22.7 28.3 25.5 25.2

Greece



Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.0 7.0 6.0 7.3 6.7 6.6

earnings 16.4 29.0 16.9 31.7 25.0 24.3
22.4 26.4 22.6 27.5 25.0 24.8

New equity 6.0 7.0 6.0 7.3 6.7 6.6
16.4 29.0 16.9 31.7 25.0 24.3
22.4 26.4 22.6 27.5 25.0 24.8

Debt 3.7 4.7 3.7 5.0 4.3 4.3
-36.6 -5.9 -35.2 0.0 -15.0 -16.7
13.7 17.7 13.9 18.8 16.3 16.1

Mean 5.2 6.2 5.2 6.5 5.9 5.8

33 19.7 4.0 23.2 14.6 13.7

19.4 23.4 19.5 24.4 22.0 21.7

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 3.7 4.8 3.8 5.2 4.3 4.4

earnings 39.9 54.2 42.4 57.3 48.0 49.2
18.4 22.4 18.9 23.6 20.4 20.7

New equity 2.7 3.8 2.8 4.2 3.3 3.4
17.4 423 22.0 47.0 32.0 34.1
14.9 18.9 15.5 20.1 16.9 17.3

Debt 3.5 4.7 3.7 5.0 4.1 4.2
36.7 52.4 39.5 55.7 45.7 47.0
17.8 21.8 18.3 23.0 19.8 20.1

Mean 3.5 4.7 3.7 5.0 4.1 4.2
37.0 52.6 39.8 55.9 45.9 47.2
17.8 21.8 18.4 23.0 19.8 20.2

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 3.7 4.8 3.8 5.2 4.3 4.4

earnings 39.9 54.2 42.4 57.3 48.0 49.2
18.4 22.4 18.9 23.6 20.4 20.7

New equity 2.7 3.8 2.8 4.2 33 3.4
17.4 42.3 22.0 47.0 32.0 34.1
14.9 18.9 15.5 20.1 16.9 17.3

Debt 35 4.7 3.7 5.0 4.1 4.2
36.7 524 39.5 55.7 45.7 47.0
17.8 21.8 18.3 23.0 19.8 20.1

Mean 35 4.7 3.7 5.0 4.1 4.2
37.0 52.6 39.8 55.9 45.9 47.2
17.8 21.8 18.4 23.0 19.8 20.2




Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.6 9.2 7.6 9.6 8.7 8.5

earnings 341 45.8 341 48.1 42.6 41.5
33.1 38.7 33.2 40.1 36.9 36.4

New equity 6.2 7.9 6.2 8.3 7.4 7.2
19.7 36.5 19.8 39.6 32.0 30.5
28.6 34.1 28.6 35.5 324 31.8

Debt 3.0 4.6 3.0 5.0 4.1 3.9
-69.5 -8.8 -68.9 0.0 -22.6 -27.7
17.5 23.1 17.6 24.4 21.3 20.8

Mean 5.8 7.5 5.8 7.9 7.0 6.8
14.2 33.1 14.3 36.5 28.1 26.4
27.2 32.8 27.3 34.1 31.0 30.5

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 3.5 43 3.6 4.5 39 3.9

earnings 36.0 48.1 37.9 50.9 42.6 43.7
11.7 14.8 12.1 15.7 13.2 13.5

New equity 2.6 3.4 2.7 3.6 3.0 3.0
13.3 34.1 16.7 38.6 25.0 26.8
8.2 11.3 8.6 12.3 9.8 10.1

Debt 39 4.8 41 5.0 4.3 44
439 53.4 45.3 55.7 49.0 49.9
13.6 16.7 14.0 17.6 15.1 15.4

Mean 3.5 4.4 3.6 4.6 39 4.0
374 49.1 39.2 51.8 43.8 44.8
12.0 15.1 12.4 16.0 13.5 13.8

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 3.5 4.3 3.6 4.5 39 39

earnings 36.0 48.1 37.9 50.9 42.6 43.7
11.7 14.8 12.1 15.7 13.2 13.5

New equity 2.6 3.4 2.7 3.6 3.0 3.0
13.3 34.1 16.7 38.6 25.0 26.8
8.2 11.3 8.6 12.3 9.8 10.1

Debt 39 4.8 4.1 5.0 4.3 4.4
43.9 53.4 45.3 55.7 49.0 49.9
13.6 16.7 14.0 17.6 15.1 15.4

Mean 3.5 4.4 3.6 4.6 39 4.0
37.4 49.1 39.2 51.8 43.8 44.8
12.0 15.1 12.4 16.0 13.5 13.8

Greece



Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.1 8.3 7.1 8.5 7.9 7.8

earnings 29.7 39.5 29.6 41.5 36.7 35.8
271 314 27.1 324 30.0 29.6

New equity 5.9 7.0 5.9 7.3 6.7 6.6
14.9 28.9 14.9 31.7 25.0 23.7
22.5 26.8 22.5 27.9 254 25.0

Debt 3.6 4.7 3.6 5.0 4.3 4.2
-40.6 -6.1 -40.7 0.0 -15.0 -18.1
13.9 18.2 13.9 19.2 16.8 16.4

Mean 5.7 6.9 5.7 7.2 6.5 6.4
12.9 27.5 12.9 30.4 23.4 221
22.0 26.3 22.0 27.4 24.9 24.5

Greece



Hungary

Hungary

Corporate level, 1998

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.5 6.7 6.5 6.6 6.2 6.7

earnings 33.3 24.8 22.8 24.8 19.2 25.3
244 21.0 20.3 21.0 19.2 21.2

New equity 7.5 6.7 6.5 6.6 6.2 6.7
33.3 24.8 22.8 24.8 19.2 25.3
244 21.0 20.3 21.0 19.2 21.2

Debt 5.9 5.1 4.9 5.1 4.6 5.1
15.7 2.0 -1.5 1.9 -7.9 2.7
18.1 14.8 14.1 14.8 12.9 14.9

Mean 6.9 6.1 5.9 6.1 5.6 6.1
28.0 18.2 15.7 18.1 11.4 18.7
22.2 18.8 18.1 18.8 17.0 19.0

Corporate level, 1999

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.5 6.7 6.5 6.7 6.2 6.7

earnings 33.5 25.6 23.6 25.1 19.4 25.7
24.7 21.5 20.8 21.3 19.4 21.5

New equity 7.5 6.7 6.5 6.7 6.2 6.7
33.5 25.6 23.6 25.1 19.4 25.7
24.7 21.5 20.8 21.3 19.4 21.5

Debt 6.0 5.2 5.0 5.1 4.6 52
16.1 3.2 -0.1 24 -7.6 34
18.4 15.2 14.5 15.0 13.1 15.3

Mean 7.0 6.2 6.0 6.1 5.7 6.2
28.3 19.0 16.7 18.4 11.6 19.2
22.5 19.3 18.6 19.1 17.2 19.3

Corporate level, 2000

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.6 6.8 6.6 6.7 6.2 6.8

earnings 33.8 26.3 24.5 25.4 19.6 26.2
25.0 21.9 21.2 21.6 19.6 21.9

New equity 7.6 6.8 6.6 6.7 6.2 6.8
33.8 26.3 24.5 25.4 19.6 26.2
25.0 21.9 21.2 21.6 19.6 21.9

Debt 6.0 5.2 5.1 5.1 4.7 5.2
16.5 44 1.2 2.8 -7.2 4.1
18.7 15.6 15.0 15.3 13.4 15.6

Mean 7.0 6.2 6.1 6.2 5.7 6.2
28.6 19.9 17.7 18.8 11.9 19.8
22.8 19.7 19.1 19.4 17.4 19.7




Corporate level, 2001

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.6 6.8 6.6 6.7 6.2 6.8

earnings 33.8 26.3 24.6 25.4 19.6 26.3
25.0 21.9 21.3 21.6 19.6 21.9

New equity 7.6 6.8 6.6 6.7 6.2 6.8
33.8 26.3 24.6 25.4 19.6 26.3
25.0 21.9 21.3 21.6 19.6 21.9

Debt 6.0 5.2 5.1 5.1 4.7 5.2
16.5 44 1.4 2.8 -7.2 4.2
18.7 15.6 15.0 15.3 13.4 15.6

Mean 7.0 6.2 6.1 6.2 5.7 6.2
28.6 19.9 17.9 18.8 11.9 19.8
22.8 19.7 19.1 19.4 17.4 19.7

Corporate level, 2002

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.6 6.8 6.6 6.7 6.2 6.8

earnings 33.8 26.3 24.6 25.4 19.6 26.3
25.0 21.9 21.3 21.6 19.6 21.9

New equity 7.6 6.8 6.6 6.7 6.2 6.8
33.8 26.3 24.6 25.4 19.6 26.3
25.0 21.9 21.3 21.6 19.6 21.9

Debt 6.0 5.2 51 5.1 4.7 52
16.5 44 1.4 2.8 7.2 4.2
18.7 15.6 15.0 15.3 13.4 15.6

Mean 7.0 6.2 6.1 6.2 5.7 6.2
28.6 19.9 17.9 18.8 11.9 19.8
22.8 19.7 19.1 19.4 17.4 19.7

Corporate level, 2003

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.6 6.8 6.6 6.7 6.2 6.8

earnings 33.8 26.3 24.6 25.4 19.6 26.3
25.0 21.9 21.3 21.6 19.6 21.9

New equity 7.6 6.8 6.6 6.7 6.2 6.8
33.8 26.3 24.6 25.4 19.6 26.3
25.0 21.9 21.3 21.6 19.6 21.9

Debt 6.0 5.2 5.1 5.1 4.7 5.2
16.5 44 1.4 2.8 -7.2 4.2
18.7 15.6 15.0 15.3 13.4 15.6

Mean 7.0 6.2 6.1 6.2 5.7 6.2
28.6 19.9 17.9 18.8 11.9 19.8
22.8 19.7 19.1 19.4 17.4 19.7

Hungary



Corporate level, 2004

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.4 6.6 6.5 6.4 6.1 6.6

earnings 324 24.5 23.1 22.0 17.8 24.3
23.2 20.0 19.5 18.5 17.8 19.8

New equity 7.4 6.6 6.5 6.4 6.1 6.6
324 24.5 23.1 22.0 17.8 24.3
23.2 20.0 19.5 18.5 17.8 19.8

Debt 6.0 5.3 5.1 5.1 4.7 5.2
17.0 5.2 2.8 1.5 -5.8 4.7
17.5 14.4 13.9 13.0 12.2 14.2

Mean 6.9 6.2 6.0 5.9 5.6 6.1
27.7 18.7 17.0 15.9 10.8 18.4
21.2 18.1 17.5 16.6 15.8 17.8

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.4 5.8 5.9 6.4 6.1 6.3

earnings 32.3 13.9 15.2 22.0 17.7 20.8
23.1 16.6 17.0 18.5 17.7 18.6

New equity 7.4 5.8 5.9 6.4 6.1 6.3
32.3 13.9 15.2 22.0 17.7 20.8
23.1 16.6 17.0 18.5 17.7 18.6

Debt 6.0 4.5 4.5 5.1 4.7 5.0
17.0 -12.3 -10.1 1.4 -5.9 -0.8
17.5 11.0 11.4 12.9 12.1 13.0

Mean 6.9 5.3 5.4 5.9 5.6 5.8
27.6 6.3 7.7 15.9 10.8 14.4
21.1 14.7 15.0 16.6 15.8 16.6

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.4 5.8 5.9 6.3 6.1 6.3

earnings 32.1 13.3 14.5 21.0 17.6 20.3
22.9 16.3 16.7 17.6 17.6 18.2

New equity 7.4 5.8 5.9 6.3 6.1 6.3
32.1 13.3 14.5 21.0 17.6 20.3
22.9 16.3 16.7 17.6 17.6 18.2

Debt 6.0 44 4.5 5.0 4.7 4.9
16.7 -13.2 -11.1 0.0 -6.1 -1.5
17.3 10.8 11.1 12.0 12.0 12.6

Mean 6.9 5.3 54 5.9 5.6 5.8
274 5.6 7.0 14.7 10.6 13.9
21.0 14.4 14.7 15.6 15.6 16.3

Hungary



Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.8 5.9 6.0 6.7 6.4 6.5

earnings 35.6 14.7 16.0 25.8 214 23.5
26.9 19.4 19.8 22.0 21.4 21.9

New equity 7.8 5.9 6.0 6.7 6.4 6.5
35.6 14.7 16.0 25.8 214 23.5
26.9 19.4 19.8 22.0 21.4 21.9

Debt 6.0 4.1 4.2 5.0 4.6 4.8
16.4 -22.2 -19.5 0.0 -8.9 -4.8
19.9 12.5 12.8 15.0 14.4 14.9

Mean 7.1 5.2 53 6.1 5.7 5.9
30.0 4.6 6.3 18.4 12.9 15.5
24.4 17.0 17.4 19.5 18.9 19.5

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.3 3.9 4.0 4.3 4.0 43

earnings 55.2 39.9 41.0 45.5 40.6 45.1
28.7 24.5 24.8 25.3 24.7 25.6

New equity 59 4.6 4.6 5.0 4.6 4.9
60.1 48.4 49.3 52.5 48.9 52.3
30.8 26.6 26.8 27.3 26.7 27.6

Debt 6.0 4.7 4.8 5.1 4.7 5.0
60.9 49.7 50.5 53.6 50.1 53.4
31.1 26.9 27.2 27.7 27.1 28.0

Mean 5.6 4.2 4.3 4.6 4.3 4.6
57.9 44.6 45.5 49.3 45.2 49.0
29.8 25.6 25.8 26.3 25.7 26.6

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 53 3.9 4.0 4.3 4.0 4.3

earnings 55.2 39.9 41.0 45.5 40.6 45.1
28.7 24.5 24.8 25.3 24.7 25.6

New equity 59 4.6 4.6 5.0 4.6 4.9
60.1 48.4 49.3 52.5 48.9 52.3
30.8 26.6 26.8 27.3 26.7 27.6

Debt 6.0 4.7 4.8 5.1 4.7 5.0
60.9 49.7 50.5 53.6 50.1 53.4
31.1 26.9 27.2 27.7 27.1 28.0

Mean 5.6 4.2 4.3 4.6 4.3 4.6
57.9 44.6 45.5 49.3 45.2 49.0
29.8 25.6 25.8 26.3 25.7 26.6




Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.8 7.1 7.2 7.8 7.5 7.7

earnings 43.5 29.7 30.6 36.3 33.6 35.1
41.0 35.7 35.9 37.5 36.9 374

New equity 10.2 8.5 8.6 9.2 8.9 9.1
51.1 41.0 41.7 45.7 43.8 44.9
45.2 39.9 40.1 41.7 411 41.6

Debt 6.0 4.3 4.4 5.1 4.7 4.9
17.0 -16.1 -13.7 1.4 -5.9 -1.9
324 27.1 27.4 29.0 28.4 28.8

Mean 8.0 6.3 6.4 7.0 6.7 6.9
37.5 20.2 21.4 28.7 25.2 27.1
384 33.1 334 35.0 344 34.8

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.3 5.5 5.6 6.3 5.9 6.1

earnings 50.8 34.3 353 42.9 39.2 41.2
375 321 323 33.8 334 33.8

New equity 8.4 6.5 6.6 7.3 6.9 7.1
56.8 44.6 45.3 50.7 48.1 49.5
40.6 35.1 35.4 36.8 36.4 36.9

Debt 6.0 4.1 4.2 5.0 4.6 4.8
39.6 13.0 14.8 27.8 214 24.7
33.5 28.1 28.4 29.9 29.4 29.9

Mean 7.0 5.1 5.2 6.0 5.6 5.8
48.2 29.6 30.8 39.4 35.2 37.4
36.4 31.0 31.3 32.7 323 32.7

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.3 5.5 5.6 6.3 5.9 6.1

earnings 50.8 34.3 353 42.9 39.2 41.2
37.5 321 323 33.8 334 33.8

New equity 8.4 6.5 6.6 7.3 6.9 7.1
56.8 44.6 45.3 50.7 48.1 49.5
40.6 35.1 354 36.8 36.4 36.9

Debt 6.0 4.1 4.2 5.0 4.6 4.8
39.6 13.0 14.8 27.8 21.4 24.7
335 28.1 28.4 29.9 29.4 29.9

Mean 7.0 5.1 5.2 6.0 5.6 5.8
48.2 29.6 30.8 394 35.2 374
36.4 31.0 313 32.7 323 32.7




Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.3 5.5 5.6 6.3 5.9 6.1

earnings 50.8 34.3 35.3 429 39.2 41.2
37.5 32.1 323 33.8 33.4 33.8

New equity 8.4 6.5 6.6 7.3 6.9 7.1
56.8 44.6 45.3 50.7 48.1 49.5
40.6 35.1 35.4 36.8 36.4 36.9

Debt 6.0 4.1 4.2 5.0 4.6 4.8
39.6 13.0 14.8 27.8 21.4 24.7
33.5 28.1 28.4 29.9 29.4 29.9

Mean 7.0 5.1 52 6.0 5.6 5.8
48.2 29.6 30.8 39.4 35.2 37.4
36.4 31.0 31.3 32.7 323 32.7

Hungary



Ireland

Corporate level, 1998

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.8 5.7 5.6 5.8 5.7 5.7

earnings 13.7 12.0 10.1 13.4 11.7 12.2
111 10.6 10.0 11.0 10.5 10.6

New equity 5.8 5.7 5.6 5.8 5.7 5.7
13.7 12.0 10.1 13.4 11.7 12.2
111 10.6 10.0 11.0 10.5 10.6

Debt 5.0 49 4.8 5.0 4.9 4.9
0.3 -1.9 -4.4 0.0 2.2 -1.6
7.6 7.1 6.6 7.5 7.0 7.1

Mean 5.5 5.4 53 5.5 54 5.4
9.4 7.6 55 9.1 7.3 7.8
9.8 9.3 8.8 9.8 9.3 9.4

Corporate level, 1999

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.8 5.7 5.6 5.8 5.7 5.7

earnings 13.9 12.0 10.1 13.4 11.7 12.2
1.1 10.6 10.0 11.0 10.5 10.6

New equity 5.8 5.7 5.6 5.8 5.7 5.7
13.9 12.0 10.1 13.4 11.7 12.2
1.1 10.6 10.0 11.0 10.5 10.6

Debt 5.0 4.9 4.8 5.0 4.9 4.9
0.6 -1.9 -4.4 0.0 2.2 -1.6
7.6 7.1 6.6 7.5 7.0 7.2

Mean 55 5.4 53 5.5 5.4 5.4
9.6 7.6 55 9.1 7.3 7.9
9.9 9.3 8.8 9.8 9.3 9.4

Corporate level, 2000

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.8 5.7 5.6 5.8 5.7 5.7

earnings 14.1 12.0 10.1 13.4 11.7 12.3
11.2 10.6 10.0 11.0 10.5 10.7

New equity 5.8 5.7 5.6 5.8 5.7 5.7
14.1 12.0 10.1 13.4 11.7 12.3
11.2 10.6 10.0 11.0 10.5 10.7

Debt 5.0 49 4.8 5.0 4.9 4.9
0.9 -1.9 -4.4 0.0 2.2 -1.5
7.7 7.1 6.6 7.5 7.0 7.2

Mean 55 5.4 53 5.5 54 5.4
9.9 7.6 55 9.1 7.3 7.9
10.0 9.3 8.8 9.8 9.3 9.4




Corporate level, 2001

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.8 5.7 55 5.8 5.7 5.7

earnings 14.5 12.0 8.3 13.4 11.7 12.0
11.3 10.6 9.5 11.0 10.5 10.6

New equity 5.8 5.7 55 5.8 5.7 5.7
14.5 12.0 8.3 13.4 11.7 12.0
11.3 10.6 9.5 11.0 10.5 10.6

Debt 5.1 49 4.7 5.0 4.9 4.9
1.4 -1.9 -6.8 0.0 2.2 -1.8
7.8 7.1 6.1 7.5 7.0 7.1

Mean 5.6 5.4 52 5.5 54 5.4
10.3 7.6 3.6 9.1 7.3 7.6
10.1 9.3 8.3 9.8 9.3 9.4

Corporate level, 2002

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.9 5.7 55 7.3 5.7 6.0

earnings 14.8 12.0 8.3 31.7 11.7 16.6
11.4 10.6 9.5 27.5 10.5 13.9

New equity 59 5.7 5.5 7.3 5.7 6.0
14.8 12.0 8.3 31.7 11.7 16.6
11.4 10.6 9.5 27.5 10.5 13.9

Debt 5.1 4.9 4.7 5.0 4.9 4.9
1.9 -1.9 -6.8 0.0 2.2 -1.7
7.9 7.1 6.1 18.8 7.0 9.4

Mean 5.6 5.4 52 6.5 5.4 5.6
10.7 7.6 3.6 23.2 7.3 11.0
10.2 9.3 8.3 24.4 9.3 12.3

Corporate level, 2003

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.0 5.9 5.8 7.3 5.9 6.2

earnings 17.2 14.9 14.2 31.7 14.6 19.1
13.9 13.2 13.0 27.5 13.1 16.1

New equity 6.0 5.9 5.8 7.3 5.9 6.2
17.2 14.9 14.2 31.7 14.6 19.1
13.9 13.2 13.0 27.5 13.1 16.1

Debt 5.0 49 4.8 5.0 4.9 4.9
0.7 -2.5 -3.5 0.0 -2.9 -1.6
9.5 8.9 8.6 18.8 8.8 10.9

Mean 5.7 5.5 55 6.5 55 5.7
12.1 9.5 8.7 23.2 9.2 12.9
12.4 11.7 11.5 24.4 11.6 14.3

Ireland



Corporate level, 2004

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.1 5.9 5.8 7.3 5.9 6.2

earnings 17.5 14.9 14.2 31.7 14.6 19.2
14.0 13.2 13.0 27.5 13.1 16.1

New equity 6.1 5.9 5.8 7.3 5.9 6.2
17.5 14.9 14.2 31.7 14.6 19.2
14.0 13.2 13.0 27.5 13.1 16.1

Debt 5.1 49 4.8 5.0 4.9 4.9
1.2 -2.5 -3.5 0.0 -2.9 -1.5
9.6 8.9 8.6 18.8 8.8 10.9

Mean 5.7 5.5 55 6.5 5.5 5.7
12.4 9.5 8.7 23.2 9.2 13.0
12.5 11.7 11.5 24.4 11.6 14.3

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.1 5.9 5.8 7.3 5.9 6.2

earnings 17.7 14.9 14.2 31.7 14.6 19.2
141 13.2 13.0 27.5 13.1 16.2

New equity 6.1 59 5.8 7.3 5.9 6.2
17.7 14.9 14.2 31.7 14.6 19.2
141 13.2 13.0 27.5 13.1 16.2

Debt 5.1 4.9 4.8 5.0 4.9 4.9
1.6 -2.5 -3.5 0.0 2.9 -1.4
9.7 8.9 8.6 18.8 8.8 10.9

Mean 5.7 5.5 55 6.5 55 5.7
12.7 9.5 8.7 23.2 9.2 13.0
12.6 11.7 11.5 24.4 11.6 14.3

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.1 5.9 5.8 7.3 5.9 6.2

earnings 18.0 14.9 14.2 31.7 14.6 19.3
14.2 13.2 13.0 27.5 13.1 16.2

New equity 6.1 5.9 5.8 7.3 5.9 6.2
18.0 14.9 14.2 31.7 14.6 19.3
14.2 13.2 13.0 27.5 13.1 16.2

Debt 5.1 49 4.8 5.0 4.9 4.9
1.9 -2.5 -3.5 0.0 -2.9 -1.3
9.8 8.9 8.6 18.8 8.8 11.0

Mean 5.7 5.5 55 6.5 5.5 5.8
13.0 9.5 8.7 23.2 9.2 13.1
12.6 11.7 11.5 24.4 11.6 14.4

Ireland



Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.1 5.9 5.8 7.3 59 6.2

earnings 18.0 14.9 14.2 31.7 14.6 19.3
14.2 13.2 13.0 27.5 13.1 16.2

New equity 6.1 5.9 5.8 7.3 59 6.2
18.0 14.9 14.2 31.7 14.6 19.3
14.2 13.2 13.0 27.5 13.1 16.2

Debt 5.1 4.9 4.8 5.0 4.9 4.9
1.9 -2.5 -3.5 0.0 -2.9 -1.3
9.8 8.9 8.6 18.8 8.8 11.0

Mean 5.7 5.5 5.5 6.5 5.5 5.8
13.0 9.5 8.7 23.2 9.2 13.1
12.6 11.7 11.5 24.4 11.6 14.4

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.4 5.2 52 6.5 52 5.5

earnings 335 30.8 30.2 44.9 30.5 34.5
37.8 37.3 37.2 45.6 37.2 39.0

New equity 9.1 8.9 8.8 10.8 8.9 9.3
60.4 59.4 59.2 66.7 59.3 61.3
47.2 46.7 46.5 55.0 46.6 48.4

Debt 5.1 4.9 4.8 5.0 4.9 49
29.1 26.1 254 27.8 25.8 26.9
37.0 36.4 36.3 42.2 36.4 37.7

Mean 5.7 5.5 5.4 6.4 5.4 5.7
36.5 34.0 335 43.9 33.7 36.6
38.5 37.9 37.8 45.3 37.9 39.5

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 54 5.2 52 6.5 52 5.5

earnings 33.5 30.8 30.2 44.9 30.5 34.5
37.8 37.3 37.2 45.6 37.2 39.0

New equity 9.1 8.9 8.8 10.8 8.9 9.3
60.4 59.4 59.2 66.7 59.3 61.3
47.2 46.7 46.5 55.0 46.6 48.4

Debt 5.1 4.9 4.8 5.0 4.9 4.9
29.1 26.1 254 27.8 25.8 26.9
37.0 36.4 36.3 42.2 36.4 37.7

Mean 5.7 5.5 5.4 6.4 5.4 5.7
36.5 34.0 335 43.9 33.7 36.6
38.5 37.9 37.8 45.3 37.9 39.5




Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 4.5 4.3 4.3 5.5 4.3 4.6

earnings 20.0 15.9 15.2 34.0 15.4 20.8
20.1 19.3 19.1 30.8 19.2 21.7

New equity 6.1 5.9 5.8 7.3 59 6.2
40.9 38.7 38.3 50.7 38.4 41.8
25.7 24.9 24.8 36.4 24.8 27.3

Debt 5.1 4.9 4.8 5.0 4.9 4.9
29.4 26.2 25.6 27.8 25.8 27.0
22.2 214 21.3 29.4 21.3 23.1

Mean 4.9 4.7 4.6 5.5 4.6 4.9
26.1 22.6 21.9 34.3 22.1 25.7
21.4 20.6 20.4 30.9 20.5 22.8

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.4 5.2 52 6.5 52 5.5

earnings 33.7 30.8 30.2 44.9 30.5 34.6
37.9 37.3 37.2 45.6 37.2 39.0

New equity 9.1 8.9 8.8 10.8 8.9 9.3
60.5 59.4 59.2 66.7 59.3 61.3
473 46.7 46.5 55.0 46.6 48.4

Debt 5.1 4.9 4.8 5.0 4.9 49
29.4 26.1 254 27.8 25.8 26.9
37.0 36.4 36.3 42.2 36.4 37.7

Mean 5.7 5.5 5.4 6.4 5.4 5.7
36.7 34.0 335 43.9 33.7 36.6
38.5 37.9 37.8 45.3 37.9 39.5

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 54 5.2 52 6.5 52 5.5

earnings 33.7 30.8 30.2 44.9 30.5 34.6
37.9 37.3 37.2 45.6 37.2 39.0

New equity 9.1 8.9 8.8 10.8 8.9 9.3
60.5 59.4 59.2 66.7 59.3 61.3
47.3 46.7 46.5 55.0 46.6 48.4

Debt 5.1 4.9 4.8 5.0 4.9 4.9
29.4 26.1 254 27.8 25.8 26.9
37.0 36.4 36.3 42.2 36.4 37.7

Mean 5.7 5.5 5.4 6.4 5.4 5.7
36.7 34.0 335 43.9 33.7 36.6
38.5 37.9 37.8 45.3 37.9 39.5




Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 4.5 4.3 4.3 5.5 4.3 4.6

earnings 20.3 15.9 15.2 34.0 15.4 20.9
20.1 19.3 19.1 30.8 19.2 21.7

New equity 6.1 5.9 5.8 7.3 5.9 6.2
41.1 38.7 38.3 50.7 38.4 41.9
25.8 24.9 24.8 36.4 24.8 27.4

Debt 5.1 49 4.8 5.0 4.9 4.9
29.6 26.2 25.6 27.8 25.8 27.0
22.2 21.4 21.3 29.4 21.3 23.1

Mean 4.9 4.7 4.6 5.5 4.6 4.9
26.3 22.6 21.9 34.3 22.1 25.8
21.4 20.6 20.4 30.9 20.5 22.8

Ireland



Italy

Italy
Corporate level, 1998
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.1 4.7 6.0 9.1 6.4 6.5
earnings 18.3 -6.2 16.4 45.0 22.0 22.6
34.2 30.1 33.8 40.6 35.1 34.8
New equity 6.1 4.7 6.0 9.1 6.4 6.5
18.3 -6.2 16.4 45.0 22.0 22.6
34.2 30.1 33.8 40.6 35.1 34.8
Debt 3.8 24 3.7 5.0 4.1 3.8
-30.3 -105.9 -35.1 0.0 -21.2 -30.9
27.5 23.4 27.1 27.8 28.4 26.8
Mean 53 3.9 52 7.7 5.6 5.5
6.1 -27.8 3.6 34.7 10.9 9.7
31.9 27.7 31.5 36.1 32.7 32.0
Corporate level, 1999
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.1 4.7 6.0 9.1 6.4 6.5
earnings 18.3 -6.2 16.4 45.0 22.0 22.6
34.2 30.1 33.8 40.6 35.1 34.8
New equity 6.1 4.7 6.0 9.1 6.4 6.5
18.3 -6.2 16.4 45.0 22.0 22.6
34.2 30.1 33.8 40.6 35.1 34.8
Debt 3.8 2.4 3.7 5.0 4.1 3.8
-30.3 -105.9 -35.1 0.0 21.2 -30.9
27.5 23.4 27.1 27.8 28.4 26.8
Mean 53 3.9 52 7.7 5.6 5.5
6.1 -27.8 3.6 34.7 10.9 9.7
31.9 27.7 31.5 36.1 32.7 32.0
Corporate level, 2000
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 5.7 43 5.6 9.1 6.0 6.1
earnings 12.3 -16.6 10.1 45.0 16.5 18.4
33.0 28.8 32.6 40.6 33.8 33.8
New equity 5.7 4.3 5.6 9.1 6.0 6.1
12.3 -16.6 10.1 45.0 16.5 18.4
33.0 28.8 32.6 40.6 33.8 33.8
Debt 3.8 24 3.7 5.0 4.1 3.8
-30.3 -105.9 -35.1 0.0 -21.2 -30.9
27.5 23.4 27.1 27.8 28.4 26.8
Mean 5.0 3.6 4.9 7.7 53 53
1.0 -37.4 -1.8 34.7 6.3 6.0
31.1 26.9 30.7 36.1 31.9 31.3




Corporate level, 2001

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.8 44 5.6 8.9 6.0 6.1

earnings 13.2 -13.8 11.0 43.9 17.0 18.6
32.5 28.4 32.0 39.5 33.3 33.1

New equity 5.8 44 5.6 8.9 6.0 6.1
13.2 -13.8 11.0 43.9 17.0 18.6
32.5 28.4 32.0 39.5 33.3 33.1

Debt 3.9 2.5 3.8 5.0 4.2 3.9
-28.0 -96.5 -32.8 0.0 -19.8 -28.9
26.9 22.9 26.5 27.0 27.7 26.2

Mean 5.1 3.7 5.0 7.5 5.4 5.4
2.2 -33.4 -0.6 33.7 7.0 6.5
30.5 26.4 30.1 35.1 31.3 30.7

Corporate level, 2002

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.1 6.7 8.0 8.9 8.4 8.0

earnings 38.4 25.8 37.2 43.9 40.3 37.6
39.5 35.4 39.0 39.5 40.3 38.7

New equity 8.1 6.7 8.0 8.9 8.4 8.0
38.4 25.8 37.2 43.9 40.3 37.6
39.5 35.4 39.0 39.5 40.3 38.7

Debt 3.9 2.5 3.8 5.0 4.2 3.9
-28.0 -96.5 -32.8 0.0 -19.8 -28.9
26.9 22.9 26.5 27.0 27.7 26.2

Mean 6.6 5.3 6.5 7.5 6.9 6.6
24.7 5.1 23.0 33,7 27.5 23.9
35.1 31.0 34.6 35.1 35.9 34.3

Corporate level, 2003

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.9 6.6 7.7 8.6 8.1 7.8

earnings 36.6 24.2 35.2 41.8 38.3 35.7
37.6 33.6 37.1 37.3 38.3 36.8

New equity 7.9 6.6 7.7 8.6 8.1 7.8
36.6 24.2 35.2 41.8 38.3 35.7
37.6 33.6 37.1 37.3 38.3 36.8

Debt 4.0 2.8 3.9 5.0 4.3 4.0
-23.7 -80.8 -28.6 0.0 -17.2 -25.2
25.7 21.8 25.3 25.5 26.4 24.9

Mean 6.5 5.3 6.4 7.3 6.8 6.5
23.5 49 21.6 31.8 26.0 225
33.4 29.5 32.9 33.2 34.1 32.6

Italy



Corporate level, 2004

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.8 6.5 7.6 8.4 8.0 7.7

earnings 35.7 23.5 34.3 40.7 37.3 34.7
36.6 32.7 36.1 36.2 37.3 35.8

New equity 7.8 6.5 7.6 8.4 8.0 7.7
35.7 23.5 34.3 40.7 37.3 34.7
36.6 32.7 36.1 36.2 37.3 35.8

Debt 4.1 2.9 3.9 5.0 4.3 4.0
-21.8 -74.1 -26.7 0.0 -16.1 -23.6
25.1 21.3 24.6 24.8 25.8 24.3

Mean 6.5 5.3 6.3 7.2 6.7 6.4
23.0 4.8 21.0 30.8 25.2 21.8
32.6 28.7 32.1 32.2 33.2 31.8

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.8 6.5 7.6 8.4 8.0 7.7

earnings 35.7 23.5 34.3 40.7 37.3 34.7
36.6 32.7 36.1 36.2 37.3 35.8

New equity 7.8 6.5 7.6 8.4 8.0 7.7
35.7 23.5 34.3 40.7 37.3 34.7
36.6 32.7 36.1 36.2 37.3 35.8

Debt 4.1 2.9 3.9 5.0 4.3 4.0
-21.8 -74.1 -26.7 0.0 -16.1 -23.6
25.1 21.3 24.6 24.8 25.8 24.3

Mean 6.5 5.3 6.3 7.2 6.7 6.4
23.0 4.8 21.0 30.8 25.2 21.8
32.6 28.7 32.1 32.2 33.2 31.8

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.8 6.5 7.6 8.4 8.0 7.7

earnings 35.7 23.5 34.3 40.7 37.3 34.7
36.6 32.7 36.1 36.2 37.3 35.8

New equity 7.8 6.5 7.6 8.4 8.0 7.7
35.7 23.5 34.3 40.7 37.3 34.7
36.6 32.7 36.1 36.2 37.3 35.8

Debt 4.1 2.9 3.9 5.0 4.3 4.0
-21.8 -74.1 -26.7 0.0 -16.1 -23.6
25.1 21.3 24.6 24.8 25.8 24.3

Mean 6.5 5.3 6.3 7.2 6.7 6.4
23.0 4.8 21.0 30.8 25.2 21.8
32.6 28.7 32.1 32.2 33.2 31.8

Italy



Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.8 6.5 7.6 8.4 8.0 7.7

earnings 35.7 23.5 34.3 40.7 37.3 34.7
36.6 32.7 36.1 36.2 37.3 35.8

New equity 7.8 6.5 7.6 8.4 8.0 7.7
35.7 23.5 34.3 40.7 37.3 34.7
36.6 32.7 36.1 36.2 37.3 35.8

Debt 41 2.9 3.9 5.0 4.3 4.0
-21.8 -74.1 -26.7 0.0 -16.1 -23.6
25.1 21.3 24.6 24.8 25.8 24.3

Mean 6.5 5.3 6.3 7.2 6.7 6.4
23.0 4.8 21.0 30.8 25.2 21.8
32.6 28.7 321 32.2 33.2 31.8

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.6 6.4 7.4 8.2 7.8 7.5

earnings 45.6 35.3 44.5 49.9 46.9 44.8
43.0 39.8 42.5 42.6 434 42.3

New equity 8.5 7.3 8.3 9.1 8.7 8.4
51.4 43.3 50.5 54.6 52.4 50.7
45.3 421 44.9 44.9 45.8 44.6

Debt 41 2.9 4.0 5.0 4.3 4.1
-0.3 -41.9 -4.1 17.4 4.1 -1.7
34.0 30.9 33.6 33.6 34.5 33.3

Mean 6.5 5.3 6.3 7.2 6.7 6.4
36.2 214 34.6 42.6 37.9 35.2
40.0 36.9 39.6 39.7 40.5 39.4

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 6.1 7.1 7.9 7.4 7.1

earnings 43.0 32.0 41.8 47.7 441 421
39.8 36.6 39.4 39.4 40.3 39.1

New equity 7.8 6.6 7.7 8.4 8.0 7.7
47.2 37.9 46.1 51.0 48.2 46.4
414 38.2 41.0 41.0 41.9 40.7

Debt 41 3.0 4.0 5.0 4.3 4.1
0.4 -38.2 -3.1 17.4 4.1 -1.0
31.3 28.1 30.9 30.9 31.8 30.6

Mean 6.2 5.1 6.1 6.9 6.4 6.1
33.5 18.2 32.0 40.4 35.2 32.6
37.0 33.8 36.6 36.6 37.5 36.3

Italy



Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 6.1 7.1 7.9 7.4 7.1

earnings 43.0 32.0 41.8 47.7 441 421
39.8 36.6 39.4 39.4 40.3 39.1

New equity 7.8 6.6 7.7 8.4 8.0 7.7
47.2 37.9 46.1 51.0 48.2 46.4
414 38.2 41.0 41.0 41.9 40.7

Debt 41 3.0 4.0 5.0 4.3 4.1
0.4 -38.2 -3.1 17.4 4.1 -1.0
31.3 28.1 30.9 30.9 31.8 30.6

Mean 6.2 5.1 6.1 6.9 6.4 6.1
335 18.2 32.0 40.4 35.2 32.6
37.0 33.8 36.6 36.6 37.5 36.3

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.6 6.4 7.4 8.2 7.8 7.5

earnings 45.6 35.3 44.5 49.9 46.9 44.8
43.0 39.8 42.5 42.6 434 42.3

New equity 8.5 7.3 8.3 9.1 8.7 8.4
51.4 43.3 50.5 54.6 52.4 50.7
45.3 421 44.9 44.9 45.8 44.6

Debt 41 2.9 4.0 5.0 4.3 4.1
-0.3 -41.9 -4.1 17.4 4.1 -1.7
34.0 30.9 33.6 33.6 34.5 33.3

Mean 6.5 5.3 6.3 7.2 6.7 6.4
36.2 214 34.6 42.6 37.9 35.2
40.0 36.9 39.6 39.7 40.5 39.4

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 6.1 7.1 7.9 7.4 7.1

earnings 43.0 32.0 41.8 47.7 441 421
39.8 36.6 39.4 39.4 40.3 39.1

New equity 7.8 6.6 7.7 8.4 8.0 7.7
47.2 37.9 46.1 51.0 48.2 46.4
414 38.2 41.0 41.0 41.9 40.7

Debt 41 3.0 4.0 5.0 4.3 4.1
0.4 -38.2 -3.1 17.4 4.1 -1.0
31.3 28.1 30.9 30.9 31.8 30.6

Mean 6.2 5.1 6.1 6.9 6.4 6.1
33.5 18.2 32.0 40.4 35.2 32.6
37.0 33.8 36.6 36.6 37.5 36.3

Italy



Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 6.1 7.1 7.9 7.4 7.1

earnings 43.0 32.0 41.8 47.7 44.1 421
39.8 36.6 39.4 39.4 40.3 39.1

New equity 7.8 6.6 7.7 8.4 8.0 7.7
47.2 37.9 46.1 51.0 48.2 46.4
414 38.2 41.0 41.0 41.9 40.7

Debt 4.1 3.0 4.0 5.0 4.3 4.1
0.4 -38.2 -3.1 17.4 4.1 -1.0
31.3 28.1 30.9 30.9 31.8 30.6

Mean 6.2 5.1 6.1 6.9 6.4 6.1
33.5 18.2 32.0 40.4 35.2 32.6
37.0 33.8 36.6 36.6 37.5 36.3

Italy



Latvia

Latvia

Corporate level, 1998

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.7 6.2 6.1 7.3 7.0 6.9

earnings 35.0 19.8 18.4 31.7 28.5 27.3
28.9 23.4 23.0 27.5 26.2 25.8

New equity 7.7 6.2 6.1 7.3 7.0 6.9
35.0 19.8 18.4 31.7 28.5 27.3
28.9 23.4 23.0 27.5 26.2 25.8

Debt 53 3.9 3.8 5.0 4.7 4.5
6.5 -27.7 -31.2 0.0 -7.0 -9.9
20.1 14.7 14.3 18.8 17.5 17.1

Mean 6.9 5.4 53 6.5 6.2 6.1
27.3 7.8 6.0 23.2 19.1 17.5
25.8 20.3 19.9 24.4 23.2 22.7

Corporate level, 1999

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.7 6.2 6.1 7.3 7.0 6.9

earnings 35.0 19.8 18.4 31.7 28.5 27.3
28.9 23.4 23.0 27.5 26.2 25.8

New equity 7.7 6.2 6.1 7.3 7.0 6.9
35.0 19.8 18.4 31.7 28.5 27.3
28.9 23.4 23.0 27.5 26.2 25.8

Debt 53 3.9 3.8 5.0 4.7 4.5
6.5 -27.7 -31.2 0.0 -7.0 -9.9
20.1 14.7 14.3 18.8 17.5 17.1

Mean 6.9 5.4 53 6.5 6.2 6.1
27.3 7.8 6.0 23.2 19.1 17.5
25.8 20.3 19.9 24.4 23.2 22.7

Corporate level, 2000

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.7 6.2 6.1 7.3 7.0 6.9

earnings 35.0 19.8 18.4 31.7 28.5 27.3
28.9 23.4 23.0 27.5 26.2 25.8

New equity 7.7 6.2 6.1 7.3 7.0 6.9
35.0 19.8 18.4 31.7 28.5 27.3
28.9 23.4 23.0 27.5 26.2 25.8

Debt 53 3.9 3.8 5.0 4.7 4.5
6.5 -27.7 -31.2 0.0 -7.0 -9.9
20.1 14.7 14.3 18.8 17.5 17.1

Mean 6.9 5.4 53 6.5 6.2 6.1
27.3 7.8 6.0 23.2 19.1 17.5
25.8 20.3 19.9 24.4 23.2 22.7




Corporate level, 2001

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.7 6.2 6.1 7.3 7.0 6.9

earnings 35.0 19.8 18.4 31.7 28.5 27.3
28.9 23.4 23.0 27.5 26.2 25.8

New equity 7.7 6.2 6.1 7.3 7.0 6.9
35.0 19.8 18.4 31.7 28.5 27.3
28.9 23.4 23.0 27.5 26.2 25.8

Debt 53 3.9 3.8 5.0 4.7 4.5
6.5 -27.7 -31.2 0.0 -7.0 -9.9
20.1 14.7 14.3 18.8 17.5 17.1

Mean 6.9 5.4 53 6.5 6.2 6.1
27.3 7.8 6.0 23.2 19.1 17.5
25.8 20.3 19.9 24.4 23.2 22.7

Corporate level, 2002

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.5 6.0 6.0 7.0 6.7 6.6

earnings 33.5 17.3 16.1 28.2 25.2 24.6
26.3 20.6 20.2 24.2 23.1 22.9

New equity 7.5 6.0 6.0 7.0 6.7 6.6
33.5 17.3 16.1 28.2 25.2 24.6
26.3 20.6 20.2 24.2 23.1 22.9

Debt 55 4.1 4.0 5.0 4.7 4.7
9.7 -22.5 -25.2 0.0 -5.9 -7.1
18.6 12.9 12.6 16.5 15.4 15.2

Mean 6.8 5.4 53 6.3 6.0 5.9
26.8 6.7 5.1 20.3 16.7 15.9
23.6 17.9 17.6 21.5 20.4 20.2

Corporate level, 2003

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.4 5.9 5.8 6.6 6.4 6.4

earnings 32.1 14.8 13.7 24.6 21.9 22.0
23.8 17.8 17.5 20.9 19.9 20.0

New equity 7.4 5.9 5.8 6.6 6.4 6.4
32.1 14.8 13.7 24.6 21.9 22.0
23.8 17.8 17.5 20.9 19.9 20.0

Debt 5.7 4.2 4.2 5.0 4.8 4.8
12.5 -18.0 -20.1 0.0 -4.8 -4.7
17.1 11.2 10.9 14.3 13.3 13.3

Mean 6.8 5.3 52 6.1 5.8 5.8
26.3 5.6 4.3 17.5 14.3 14.4
21.5 15.5 15.2 18.5 17.6 17.7

Latvia



Corporate level, 2004

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 5.7 5.6 6.2 6.1 6.1

earnings 30.3 11.6 10.7 19.7 17.4 18.6
20.5 14.0 13.8 16.5 15.7 16.1

New equity 7.2 5.7 5.6 6.2 6.1 6.1
30.3 11.6 10.7 19.7 17.4 18.6
20.5 14.0 13.8 16.5 15.7 16.1

Debt 5.9 44 4.4 5.0 4.8 4.9
15.6 -13.0 -14.4 0.0 -3.6 -1.8
15.2 8.8 8.6 11.3 10.5 10.9

Mean 6.7 5.2 52 5.8 5.6 5.7
25.7 43 33 13.8 111 12.4
18.6 12.2 12.0 14.6 13.9 14.3

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 5.7 5.6 6.2 6.1 6.1

earnings 30.3 11.6 10.7 19.7 17.4 18.6
20.5 14.0 13.8 16.5 15.7 16.1

New equity 7.2 5.7 5.6 6.2 6.1 6.1
30.3 11.6 10.7 19.7 17.4 18.6
20.5 14.0 13.8 16.5 15.7 16.1

Debt 5.9 44 4.4 5.0 4.8 4.9
15.6 -13.0 -14.4 0.0 -3.6 -1.8
15.2 8.8 8.6 11.3 10.5 10.9

Mean 6.7 5.2 52 5.8 5.6 5.7
25.7 4.3 33 13.8 1.1 12.4
18.6 12.2 12.0 14.6 13.9 14.3

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 5.7 5.6 6.2 6.1 6.1

earnings 30.3 11.6 10.7 19.7 17.4 18.6
20.5 14.0 13.8 16.5 15.7 16.1

New equity 7.2 5.7 5.6 6.2 6.1 6.1
30.3 11.6 10.7 19.7 17.4 18.6
20.5 14.0 13.8 16.5 15.7 16.1

Debt 5.9 44 4.4 5.0 4.8 4.9
15.6 -13.0 -14.4 0.0 -3.6 -1.8
15.2 8.8 8.6 11.3 10.5 10.9

Mean 6.7 5.2 52 5.8 5.6 5.7
25.7 43 3.3 13.8 111 12.4
18.6 12.2 12.0 14.6 13.9 14.3




Latvia

Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 5.7 5.6 6.2 6.1 6.1

earnings 30.3 11.6 10.7 19.7 17.4 18.6
20.5 14.0 13.8 16.5 15.7 16.1

New equity 7.2 5.7 5.6 6.2 6.1 6.1
30.3 11.6 10.7 19.7 17.4 18.6
20.5 14.0 13.8 16.5 15.7 16.1

Debt 5.9 44 4.4 5.0 4.8 4.9
15.6 -13.0 -14.4 0.0 -3.6 -1.8
15.2 8.8 8.6 11.3 10.5 10.9

Mean 6.7 5.2 52 5.8 5.6 5.7
25.7 43 33 13.8 111 12.4
18.6 12.2 12.0 14.6 13.9 14.3

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 5.7 5.6 6.2 6.1 6.1

earnings 30.3 11.6 10.7 19.7 17.4 18.6
20.5 14.0 13.8 16.5 15.7 16.1

New equity 7.2 5.7 5.6 6.2 6.1 6.1
30.3 11.6 10.7 19.7 17.4 18.6
20.5 14.0 13.8 16.5 15.7 16.1

Debt 5.9 4.4 4.4 5.0 4.8 4.9
15.6 -13.0 -14.4 0.0 -3.6 -1.8
15.2 8.8 8.6 11.3 10.5 10.9

Mean 6.7 5.2 5.2 5.8 5.6 5.7
25.7 4.3 33 13.8 11.1 12.4
18.6 12.2 12.0 14.6 13.9 14.3

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 5.7 5.6 6.2 6.1 6.1

earnings 30.3 11.6 10.7 19.7 17.4 18.6
20.5 14.0 13.8 16.5 15.7 16.1

New equity 7.2 5.7 5.6 6.2 6.1 6.1
30.3 11.6 10.7 19.7 17.4 18.6
20.5 14.0 13.8 16.5 15.7 16.1

Debt 5.9 44 4.4 5.0 4.8 4.9
15.6 -13.0 -14.4 0.0 -3.6 -1.8
15.2 8.8 8.6 11.3 10.5 10.9

Mean 6.7 5.2 52 5.8 5.6 5.7
25.7 43 3.3 13.8 111 12.4
18.6 12.2 12.0 14.6 13.9 14.3




Latvia

Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 5.7 5.6 6.2 6.1 6.1

earnings 30.3 11.6 10.7 19.7 17.4 18.6
20.5 14.0 13.8 16.5 15.7 16.1

New equity 7.2 5.7 5.6 6.2 6.1 6.1
30.3 11.6 10.7 19.7 17.4 18.6
20.5 14.0 13.8 16.5 15.7 16.1

Debt 5.9 44 4.4 5.0 4.8 4.9
15.6 -13.0 -14.4 0.0 -3.6 -1.8
15.2 8.8 8.6 11.3 10.5 10.9

Mean 6.7 5.2 52 5.8 5.6 5.7
25.7 43 33 13.8 111 12.4
18.6 12.2 12.0 14.6 13.9 14.3

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 5.7 5.6 6.2 6.1 6.1

earnings 30.3 11.6 10.7 19.7 17.4 18.6
20.5 14.0 13.8 16.5 15.7 16.1

New equity 7.2 5.7 5.6 6.2 6.1 6.1
30.3 11.6 10.7 19.7 17.4 18.6
20.5 14.0 13.8 16.5 15.7 16.1

Debt 5.9 4.4 4.4 5.0 4.8 4.9
15.6 -13.0 -14.4 0.0 -3.6 -1.8
15.2 8.8 8.6 11.3 10.5 10.9

Mean 6.7 5.2 5.2 5.8 5.6 5.7
25.7 4.3 33 13.8 11.1 12.4
18.6 12.2 12.0 14.6 13.9 14.3

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 5.7 5.6 6.2 6.1 6.1

earnings 30.3 11.6 10.7 19.7 17.4 18.6
20.5 14.0 13.8 16.5 15.7 16.1

New equity 7.2 5.7 5.6 6.2 6.1 6.1
30.3 11.6 10.7 19.7 17.4 18.6
20.5 14.0 13.8 16.5 15.7 16.1

Debt 5.9 44 4.4 5.0 4.8 4.9
15.6 -13.0 -14.4 0.0 -3.6 -1.8
15.2 8.8 8.6 11.3 10.5 10.9

Mean 6.7 5.2 52 5.8 5.6 5.7
25.7 43 3.3 13.8 111 12.4
18.6 12.2 12.0 14.6 13.9 14.3




Latvia

Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 5.7 5.6 6.2 6.1 6.1

earnings 30.3 11.6 10.7 19.7 17.4 18.6
20.5 14.0 13.8 16.5 15.7 16.1

New equity 7.2 5.7 5.6 6.2 6.1 6.1
30.3 11.6 10.7 19.7 17.4 18.6
20.5 14.0 13.8 16.5 15.7 16.1

Debt 5.9 44 4.4 5.0 4.8 4.9
15.6 -13.0 -14.4 0.0 -3.6 -1.8
15.2 8.8 8.6 11.3 10.5 10.9

Mean 6.7 5.2 52 5.8 5.6 5.7
25.7 43 33 13.8 111 12.4
18.6 12.2 12.0 14.6 13.9 14.3




Lithuania

Lithuania

Corporate level, 1998

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.4 5.0 5.0 5.0 5.0 5.1

earnings 6.9 0.0 0.0 0.0 0.0 1.5
23.1 21.8 21.8 21.8 21.8 22.0

New equity 8.2 7.8 7.8 7.8 7.8 7.9
39.2 36.3 36.3 36.3 36.3 36.9
33.2 31.8 31.8 31.8 31.8 321

Debt 5.4 5.0 5.0 5.0 5.0 5.1
6.9 0.0 0.0 0.0 0.0 1.5
23.1 21.8 21.8 21.8 21.8 22.0

Mean 5.7 5.3 5.3 5.3 5.3 5.4
11.6 5.4 5.4 5.4 5.4 6.7
24.1 22.8 22.8 22.8 22.8 23.0

Corporate level, 1999

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.4 5.0 5.0 5.0 5.0 5.1

earnings 6.9 0.0 0.0 0.0 0.0 1.5
23.1 21.8 21.8 21.8 21.8 22.0

New equity 8.2 7.8 7.8 7.8 7.8 7.9
39.2 36.3 36.3 36.3 36.3 36.9
33.2 31.8 31.8 31.8 31.8 321

Debt 5.4 5.0 5.0 5.0 5.0 5.1
6.9 0.0 0.0 0.0 0.0 1.5
23.1 21.8 21.8 21.8 21.8 22.0

Mean 5.7 5.3 5.3 5.3 5.3 5.4
11.6 5.4 5.4 5.4 5.4 6.7
24.1 22.8 22.8 22.8 22.8 23.0

Corporate level, 2000

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.4 5.0 5.0 5.0 5.0 5.1

earnings 7.4 0.0 0.0 0.0 0.0 1.6
19.5 18.0 18.0 18.0 18.0 18.3

New equity 7.6 7.2 7.2 7.2 7.2 7.3
343 30.5 30.5 30.5 30.5 313
27.9 26.4 26.4 26.4 26.4 26.7

Debt 5.4 5.0 5.0 5.0 5.0 5.1
7.4 0.0 0.0 0.0 0.0 1.6
19.5 18.0 18.0 18.0 18.0 18.3

Mean 5.6 5.2 5.2 5.2 5.2 5.3
11.0 4.2 4.2 4.2 4.2 5.7
20.4 18.8 18.8 18.8 18.8 19.1




Lithuania

Corporate level, 2001

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.4 5.0 5.0 5.0 5.0 5.1

earnings 7.4 0.0 0.0 0.0 0.0 1.6
19.5 18.0 18.0 18.0 18.0 18.3

New equity 7.6 7.2 7.2 7.2 7.2 7.3
34.3 30.5 30.5 30.5 30.5 313
27.9 26.4 26.4 26.4 26.4 26.7

Debt 5.4 5.0 5.0 5.0 5.0 5.1
7.4 0.0 0.0 0.0 0.0 1.6
19.5 18.0 18.0 18.0 18.0 18.3

Mean 5.6 5.2 5.2 5.2 5.2 5.3
11.0 4.2 4.2 4.2 4.2 5.7
20.4 18.8 18.8 18.8 18.8 19.1

Corporate level, 2002

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.8 5.3 5.6 6.2 5.9 5.8

earnings 14.4 6.5 10.7 19.7 15.0 13.5
14.8 12.7 13.8 16.5 15.0 14.6

New equity 5.8 5.3 5.6 6.2 5.9 5.8
14.4 6.5 10.7 19.7 15.0 13.5
14.8 12.7 13.8 16.5 15.0 14.6

Debt 4.6 4.1 4.4 5.0 4.7 4.6
-8.5 -21.3 -14.4 0.0 -7.4 -9.9
9.6 7.5 8.6 11.3 9.8 9.3

Mean 5.4 4.9 5.2 5.8 5.5 5.3
7.6 -1.6 33 13.8 8.3 6.5
13.0 10.9 12.0 14.6 13.2 12.7

Corporate level, 2003

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.8 5.3 5.6 6.2 5.9 5.8

earnings 14.4 6.5 10.7 19.7 15.0 13.5
14.8 12.7 13.8 16.5 15.0 14.6

New equity 5.8 5.3 5.6 6.2 5.9 5.8
14.4 6.5 10.7 19.7 15.0 13.5
14.8 12.7 13.8 16.5 15.0 14.6

Debt 4.6 4.1 4.4 5.0 4.7 4.6
-8.5 -21.3 -14.4 0.0 -7.4 -9.9
9.6 7.5 8.6 11.3 9.8 9.3

Mean 5.4 4.9 5.2 5.8 5.5 53
7.6 -1.6 33 13.8 8.3 6.5
13.0 10.9 12.0 14.6 13.2 12.7




Lithuania

Corporate level, 2004
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 5.8 53 5.6 6.2 5.9 5.8
earnings 14.4 6.5 10.7 19.7 15.0 13.5
14.8 12.7 13.8 16.5 15.0 14.6
New equity 5.8 53 5.6 6.2 5.9 5.8
14.4 6.5 10.7 19.7 15.0 13.5
14.8 12.7 13.8 16.5 15.0 14.6
Debt 4.6 4.1 4.4 5.0 4.7 4.6
-8.5 -21.3 -14.4 0.0 -7.4 -9.9
9.6 7.5 8.6 11.3 9.8 9.3
Mean 54 49 52 5.8 55 53
7.6 -1.6 3.3 13.8 8.3 6.5
13.0 10.9 12.0 14.6 13.2 12.7
Corporate level, 2005
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 5.8 53 5.6 6.2 5.9 5.8
earnings 14.4 6.5 10.7 19.7 15.0 13.5
14.8 12.7 13.8 16.5 15.0 14.6
New equity 5.8 53 5.6 6.2 5.9 5.8
14.4 6.5 10.7 19.7 15.0 13.5
14.8 12.7 13.8 16.5 15.0 14.6
Debt 4.6 4.1 4.4 5.0 4.7 4.6
-8.5 -21.3 -14.4 0.0 -7.4 9.9
9.6 7.5 8.6 11.3 9.8 9.3
Mean 5.4 4.9 52 5.8 55 53
7.6 -1.6 3.3 13.8 8.3 6.5
13.0 10.9 12.0 14.6 13.2 12.7
Corporate level, 2006
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 5.9 5.5 5.8 6.6 6.2 6.0
earnings 15.9 8.5 13.7 24.6 19.0 16.7
18.1 16.1 17.5 20.9 19.0 18.3
New equity 5.9 5.5 5.8 6.6 6.2 6.0
15.9 8.5 13.7 24.6 19.0 16.7
18.1 16.1 17.5 20.9 19.0 18.3
Debt 4.3 3.8 4.2 5.0 4.5 4.4
-16.1 -30.5 -20.1 0.0 -10.1 -14.5
11.4 9.5 10.9 14.3 12.4 11.7
Mean 54 49 52 6.1 5.6 5.4
6.9 2.2 4.3 17.5 10.7 7.9
15.8 13.8 15.2 18.5 16.7 16.0




Lithuania

Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 59 5.4 5.7 6.5 6.1 5.9

earnings 15.5 8.0 13.0 234 18.0 15.9
17.3 15.3 16.6 19.8 18.0 17.4

New equity 59 5.4 5.7 6.5 6.1 5.9
15.5 8.0 13.0 23.4 18.0 15.9
17.3 15.3 16.6 19.8 18.0 17.4

Debt 4.4 3.9 4.2 5.0 4.6 4.4
-14.1 -28.0 -18.6 0.0 9.4 -13.2
11.0 9.0 10.3 13.5 11.7 11.1

Mean 5.4 4.9 52 6.0 5.6 5.4
7.1 2.1 4.0 16.6 10.1 7.6
15.1 13.1 14.4 17.6 15.8 15.2

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.6 6.1 6.3 7.0 6.7 6.5

earnings 23.8 17.5 211 28.7 25.0 234
26.8 25.0 25.9 28.4 271 26.6

New equity 7.2 6.7 7.0 7.7 7.3 7.2
30.8 25.6 28.5 34.8 31.8 30.4
29.1 27.3 28.3 30.8 29.5 29.0

Debt 4.5 4.0 4.3 5.0 4.7 4.5
-10.1 -23.6 -15.8 0.0 -7.4 -10.8
19.5 17.7 18.7 21.2 19.9 19.4

Mean 5.9 5.4 5.7 6.4 6.0 5.9
15.6 7.8 12.2 21.6 17.1 15.1
24.5 22.7 23.7 26.1 24.9 24.3

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.8 53 5.6 6.2 59 5.8

earnings 14.4 6.5 10.7 19.7 15.0 13.5
23.9 22.1 23.0 25.3 24.0 23.6

New equity 7.3 6.8 7.0 7.7 7.3 7.2
314 26.4 29.0 34.8 31.8 30.8
29.1 27.3 28.2 30.5 29.2 28.9

Debt 4.6 4.1 4.4 5.0 4.7 4.6
-8.5 -21.3 -14.4 0.0 -7.4 -9.9
19.4 17.6 18.5 20.8 19.6 19.2

Mean 5.6 5.1 53 5.9 5.6 5.5
10.0 1.3 59 15.9 10.7 9.0
22.8 21.0 21.9 24.2 23.0 22.6




Lithuania

Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.8 53 5.6 6.2 5.9 5.8

earnings 14.4 6.5 10.7 19.7 15.0 13.5
23.9 221 23.0 25.3 24.0 23.6

New equity 7.3 6.8 7.0 7.7 7.3 7.2
31.4 26.4 29.0 34.8 31.8 30.8
29.1 27.3 28.2 30.5 29.2 28.9

Debt 4.6 4.1 4.4 5.0 4.7 4.6
-8.5 -21.3 -14.4 0.0 -7.4 -9.9
19.4 17.6 18.5 20.8 19.6 19.2

Mean 5.6 5.1 53 5.9 5.6 55
10.0 1.3 5.9 15.9 10.7 9.0
22.8 21.0 21.9 24.2 23.0 22.6

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.7 6.2 6.5 7.3 6.9 6.7

earnings 24.9 18.8 23.0 319 27.7 25.5
28.8 27.1 28.2 31.2 29.7 29.0

New equity 7.3 6.8 7.2 8.0 7.6 7.4
319 26.9 30.4 37.7 34.2 324
31.2 29.4 30.6 33.5 32.0 314

Debt 4.3 3.8 4.2 5.0 4.6 4.4
-16.3 -31.2 -20.4 0.0 -9.4 -14.5
20.6 18.9 20.1 23.1 21.6 20.9

Mean 5.9 5.4 5.7 6.6 6.2 6.0
15.2 7.5 13.0 24.1 18.9 16.1
26.2 24.5 25.6 28.6 27.1 26.4

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.9 5.4 5.7 6.5 6.1 5.9

earnings 15.5 8.0 13.0 23.4 18.0 15.9
25.9 24.2 25.3 28.1 26.6 26.0

New equity 7.4 6.9 7.2 8.0 7.6 7.4
32.6 27.9 31.0 37.7 34.2 32.8
31.2 29.5 30.5 33.3 31.8 31.2

Debt 4.4 3.9 4.2 5.0 4.6 4.4
-14.1 -28.0 -18.6 0.0 9.4 -13.2
20.6 18.9 20.0 22.7 21.2 20.7

Mean 5.5 5.0 54 6.1 5.7 5.6

9.6 1.0 6.7 18.6 12.5 10.1

24.6 22.9 24.0 26.7 25.2 24.7




Lithuania

Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.9 5.4 5.7 6.5 6.1 5.9

earnings 15.5 8.0 13.0 23.4 18.0 15.9
25.9 24.2 25.3 28.1 26.6 26.0

New equity 7.4 6.9 7.2 8.0 7.6 7.4
32.6 27.9 31.0 37.7 34.2 32.8
31.2 29.5 30.5 33.3 31.8 31.2

Debt 4.4 3.9 4.2 5.0 4.6 4.4
-14.1 -28.0 -18.6 0.0 9.4 -13.2
20.6 18.9 20.0 22.7 21.2 20.7

Mean 5.5 5.0 54 6.1 5.7 5.6

9.6 1.0 6.7 18.6 12.5 10.1

24.6 22.9 24.0 26.7 25.2 24.7




Luxembourg

Luxembourg

Corporate level, 1998

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.4 7.2 6.7 9.2 8.0 7.9

earnings 40.5 30.7 25.9 45.5 37.5 36.7
38.7 35.0 33.6 41.1 37.5 37.2

New equity 8.4 7.2 6.7 9.2 8.0 7.9
40.5 30.7 25.9 45.5 37.5 36.7
38.7 35.0 33.6 41.1 37.5 37.2

Debt 4.2 3.1 2.6 5.0 3.8 3.7
-18.8 -63.8 -93.8 0.0 -30.7 -33.9
25.6 22.0 20.5 28.1 24.4 24.1

Mean 6.9 5.8 53 7.7 6.5 6.4
27.9 13.2 55 35.1 23.5 22.4
34.1 30.5 29.0 36.6 32.9 32.6

Corporate level, 1999

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.4 7.2 6.7 9.2 8.0 7.9

earnings 40.5 30.7 25.9 45.5 37.5 36.7
38.7 35.0 33.6 41.1 37.5 37.2

New equity 8.4 7.2 6.7 9.2 8.0 7.9
40.5 30.7 25.9 45.5 37.5 36.7
38.7 35.0 33.6 41.1 37.5 37.2

Debt 4.2 3.1 2.6 5.0 3.8 3.7
-18.8 -63.8 -93.8 0.0 -30.7 -33.9
25.6 22.0 20.5 28.1 24.4 24.1

Mean 6.9 5.8 53 7.7 6.5 6.4
27.9 13.2 55 35.1 23.5 22.4
34.1 30.5 29.0 36.6 32.9 32.6

Corporate level, 2000

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.4 7.2 6.7 9.2 8.0 7.9

earnings 40.5 30.7 25.9 45.5 37.5 36.7
38.7 35.0 33.6 41.1 37.5 37.2

New equity 8.4 7.2 6.7 9.2 8.0 7.9
40.5 30.7 25.9 45.5 37.5 36.7
38.7 35.0 33.6 41.1 37.5 37.2

Debt 4.2 3.1 2.6 5.0 3.8 3.7
-18.8 -63.8 -93.8 0.0 -30.7 -33.9
25.6 22.0 20.5 28.1 24.4 24.1

Mean 6.9 5.8 53 7.7 6.5 6.4
27.9 13.2 55 35.1 23.5 22.4
34.1 30.5 29.0 36.6 32.9 32.6




Luxembourg

Corporate level, 2001

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.4 7.2 6.7 9.2 8.0 7.9

earnings 40.5 30.7 25.9 45.5 37.5 36.7
38.7 35.0 33.6 41.1 37.5 37.2

New equity 8.4 7.2 6.7 9.2 8.0 7.9
40.5 30.7 25.9 45.5 37.5 36.7
38.7 35.0 33.6 41.1 37.5 37.2

Debt 4.2 3.1 2.6 5.0 3.8 3.7
-18.8 -63.8 -93.8 0.0 -30.7 -33.9
25.6 22.0 20.5 28.1 24.4 24.1

Mean 6.9 5.8 53 7.7 6.5 6.4
27.9 13.2 55 35.1 23.5 22.4
34.1 30.5 29.0 36.6 32.9 32.6

Corporate level, 2002

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.7 6.6 6.2 8.0 7.2 7.1

earnings 35.0 24.4 18.8 37.8 30.4 29.9
32.1 28.4 26.8 334 30.4 30.2

New equity 7.7 6.6 6.2 8.0 7.2 7.1
35.0 24.4 18.8 37.8 30.4 29.9
32.1 28.4 26.8 334 30.4 30.2

Debt 4.6 3.6 31 5.0 4.1 4.1
-7.9 -39.7 -60.1 0.0 -20.6 221
21.5 17.8 16.2 22.8 19.8 19.6

Mean 6.6 5.6 5.1 7.0 6.1 6.1
24.5 10.0 1.9 28.3 18.3 17.7
28.4 24.7 23.1 29.7 26.7 26.5

Corporate level, 2003

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.7 6.6 6.2 8.0 7.2 7.1

earnings 35.0 24.4 18.8 37.8 30.4 29.9
32.1 28.4 26.8 334 30.4 30.2

New equity 7.7 6.6 6.2 8.0 7.2 7.1
35.0 24.4 18.8 37.8 30.4 29.9
32.1 28.4 26.8 334 30.4 30.2

Debt 4.6 3.6 3.1 5.0 4.1 4.1
-7.9 -39.7 -60.1 0.0 -20.6 -22.1
21.5 17.8 16.2 22.8 19.8 19.6

Mean 6.6 5.6 5.1 7.0 6.1 6.1
24.5 10.0 1.9 28.3 18.3 17.7
28.4 24.7 23.1 29.7 26.7 26.5




Luxembourg

Corporate level, 2004

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.7 6.6 6.2 8.0 7.2 7.1

earnings 35.0 24.4 18.8 37.8 30.4 29.9
32.1 28.4 26.8 334 30.4 30.2

New equity 7.7 6.6 6.2 8.0 7.2 7.1
35.0 24.4 18.8 37.8 30.4 29.9
32.1 28.4 26.8 334 30.4 30.2

Debt 4.6 3.6 3.1 5.0 4.1 4.1
-7.9 -39.7 -60.1 0.0 -20.6 -22.1
21.5 17.8 16.2 22.8 19.8 19.6

Mean 6.6 5.6 5.1 7.0 6.1 6.1
24.5 10.0 1.9 28.3 18.3 17.7
28.4 24.7 23.1 29.7 26.7 26.5

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.7 6.6 6.2 8.0 7.2 7.1

earnings 35.0 24.4 18.8 37.8 30.4 29.9
32.1 28.4 26.8 334 30.4 30.2

New equity 7.7 6.6 6.2 8.0 7.2 7.1
35.0 24.4 18.8 37.8 30.4 29.9
32.1 28.4 26.8 334 30.4 30.2

Debt 4.6 3.6 31 5.0 4.1 4.1
-7.9 -39.7 -60.1 0.0 -20.6 221
21.5 17.8 16.2 22.8 19.8 19.6

Mean 6.6 5.6 5.1 7.0 6.1 6.1
24.5 10.0 1.9 28.3 18.3 17.7
28.4 24.7 23.1 29.7 26.7 26.5

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.6 6.6 6.1 7.9 7.1 7.1

earnings 34.4 23.8 18.1 37.0 29.6 29.2
31.4 27.7 26.1 32.5 29.6 29.5

New equity 7.6 6.6 6.1 7.9 7.1 7.1
34.4 23.8 18.1 37.0 29.6 29.2
31.4 27.7 26.1 32.5 29.6 29.5

Debt 4.7 3.6 3.2 5.0 4.2 4.1
-6.9 -37.7 -57.6 0.0 -19.8 -21.0
21.1 17.4 15.8 22.2 19.3 19.2

Mean 6.6 5.5 5.1 6.9 6.1 6.0
24.1 9.7 1.5 27.6 17.8 17.2
27.8 24.1 22.5 28.9 26.0 25.9




Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.6 6.6 6.1 7.9 7.1 7.1

earnings 34.4 23.8 18.1 37.0 29.6 29.2
314 27.7 26.1 32.5 29.6 29.5

New equity 7.6 6.6 6.1 7.9 7.1 7.1
34.4 23.8 18.1 37.0 29.6 29.2
314 27.7 26.1 32.5 29.6 29.5

Debt 4.7 3.6 32 5.0 4.2 4.1
-6.9 -37.7 -57.6 0.0 -19.8 -21.0
21.1 17.4 15.8 22.2 19.3 19.2

Mean 6.6 5.5 5.1 6.9 6.1 6.0
241 9.7 1.5 27.6 17.8 17.2
27.8 24.1 22.5 28.9 26.0 25.9

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 4.9 4.0 3.6 5.1 4.2 44

earnings 53.1 43.2 36.2 55.1 46.1 47.6
31.8 29.4 28.1 324 30.0 30.3

New equity 5.4 4.5 4.1 5.6 4.8 4.9
57.6 49.7 44.2 59.3 52.0 53.2
333 30.8 29.6 33.9 314 31.8

Debt 4.8 3.9 3.5 5.0 4.1 43
52.1 41.7 34.3 54.2 44.8 46.4
31.5 29.1 27.8 32.1 29.7 30.0

Mean 4.9 4.0 3.6 5.1 4.3 44
53.3 434 36.5 55.3 46.3 47.8
31.8 29.4 28.1 32.5 30.0 30.4

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 4.0 32 2.8 4.1 33 3.5

earnings 42.6 28.4 16.9 44.8 30.4 34.1
28.9 26.7 254 29.4 26.9 27.4

New equity 5.5 4.7 4.2 5.6 4.8 5.0
58.2 51.0 45.9 59.3 52.0 53.8
33.2 30.9 29.6 33.6 31.2 31.7

Debt 4.8 4.1 3.6 5.0 4.1 4.3
52.8 43.5 36.6 54.2 44.8 47.2
314 29.1 27.8 31.8 29.4 29.9

Mean 4.4 3.6 32 4.6 3.7 3.9
48.4 37.2 28.5 50.1 38.7 41.6
30.2 27.9 26.7 30.7 28.2 28.7




Luxembourg

Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.7 6.6 6.2 8.0 7.2 7.1

earnings 35.0 24.4 18.8 37.8 30.4 29.9
32.1 28.4 26.8 334 30.4 30.2

New equity 7.7 6.6 6.2 8.0 7.2 7.1
35.0 24.4 18.8 37.8 30.4 29.9
32.1 28.4 26.8 334 30.4 30.2

Debt 4.6 3.6 3.1 5.0 4.1 4.1
-7.9 -39.7 -60.1 0.0 -20.6 -22.1
21.5 17.8 16.2 22.8 19.8 19.6

Mean 6.6 5.6 5.1 7.0 6.1 6.1
24.5 10.0 1.9 28.3 18.3 17.7
28.4 24.7 23.1 29.7 26.7 26.5

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.8 6.7 6.3 8.1 7.3 7.3

earnings 45.0 36.2 31.6 47.1 41.2 40.8
40.6 37.5 36.2 41.5 39.1 39.0

New equity 8.8 7.7 7.2 9.1 8.3 8.2
51.0 44.1 40.6 52.7 48.0 47.6
43.3 40.2 38.9 44.1 41.8 41.7

Debt 4.7 3.6 31 5.0 4.2 4.1
7.8 -19.3 -36.7 13.9 -3.1 -4.5
31.6 28.6 273 32.6 30.2 30.1

Mean 6.8 5.7 5.3 7.1 6.3 6.3
36.9 25.1 18.6 39.7 31.8 31.2
37.7 34.7 334 38.6 36.3 36.1

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.7 5.7 52 6.9 6.1 6.1

earnings 35.4 24.2 17.7 38.0 29.6 29.8
37.0 34.2 32.9 37.8 35.4 35.4

New equity 8.8 7.8 7.4 9.1 8.3 8.3
51.3 45.1 41.7 52.7 48.0 48.0
43.1 40.3 39.0 43.9 41.5 41.6

Debt 4.7 3.7 3.3 5.0 4.2 4.2
8.7 -15.1 -30.9 13.9 -3.1 -2.9
31.4 28.6 27.3 32.2 29.9 29.9

Mean 6.2 5.2 4.8 6.5 5.7 5.7
30.6 17.5 9.7 33.6 23.8 24.0
35.6 32.8 31.5 36.4 34.1 34.1




Luxembourg

Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.6 6.6 6.1 7.9 7.1 7.1

earnings 34.4 23.8 18.1 37.0 29.6 29.2
31.4 27.7 26.1 32.5 29.6 29.5

New equity 7.6 6.6 6.1 7.9 7.1 7.1
34.4 23.8 18.1 37.0 29.6 29.2
31.4 27.7 26.1 32.5 29.6 29.5

Debt 4.7 3.6 3.2 5.0 4.2 4.1
-6.9 -37.7 -57.6 0.0 -19.8 -21.0
21.1 17.4 15.8 22.2 19.3 19.2

Mean 6.6 5.5 5.1 6.9 6.1 6.0
24.1 9.7 1.5 27.6 17.8 17.2
27.8 24.1 22.5 28.9 26.0 25.9




Malta

Corporate level, 1998

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.8 8.3 7.2 8.7 8.7 8.2

earnings 35.7 39.7 30.3 42.8 42.8 38.7
35.3 37.0 33.3 38.4 38.4 36.5

New equity 7.8 8.3 7.2 8.7 8.7 8.2
35.7 39.7 30.3 42.8 42.8 38.7
35.3 37.0 33.3 38.4 38.4 36.5

Debt 4.0 45 34 5.0 5.0 4.4
-24.0 -9.9 -45.8 0.0 0.0 -13.6
23.1 24.8 21.1 26.3 26.3 24.3

Mean 6.5 7.0 5.9 7.4 7.4 6.8
22.7 28.4 14.7 32.8 32.8 26.9
31.0 32.7 29.1 34.2 34.2 32.2

Corporate level, 1999

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.8 8.3 7.2 8.7 8.7 8.2

earnings 35.7 39.7 30.3 42.8 42.8 38.7
35.3 37.0 33.3 38.4 38.4 36.5

New equity 7.8 8.3 7.2 8.7 8.7 8.2
35.7 39.7 30.3 42.8 42.8 38.7
35.3 37.0 33.3 38.4 38.4 36.5

Debt 4.0 4.5 34 5.0 5.0 4.4
-24.0 9.9 -45.8 0.0 0.0 -13.6
23.1 24.8 21.1 26.3 26.3 24.3

Mean 6.5 7.0 5.9 7.4 7.4 6.8
22.7 28.4 14.7 32.8 32.8 26.9
31.0 32.7 29.1 34.2 34.2 32.2

Corporate level, 2000

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.8 8.3 7.2 8.7 8.7 8.2

earnings 35.7 39.7 30.3 42.8 42.8 38.7
35.3 37.0 33.3 38.4 38.4 36.5

New equity 7.8 8.3 7.2 8.7 8.7 8.2
35.7 39.7 30.3 42.8 42.8 38.7
35.3 37.0 33.3 38.4 38.4 36.5

Debt 4.0 45 34 5.0 5.0 4.4
-24.0 -9.9 -45.8 0.0 0.0 -13.6
23.1 24.8 21.1 26.3 26.3 24.3

Mean 6.5 7.0 5.9 7.4 7.4 6.8
22.7 28.4 14.7 32.8 32.8 26.9
31.0 32.7 29.1 34.2 34.2 32.2

C-100

Malta



Corporate level, 2001

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.8 8.3 7.2 8.7 8.7 8.2

earnings 35.7 39.7 30.3 42.8 42.8 38.7
35.3 37.0 33.3 38.4 38.4 36.5

New equity 7.8 8.3 7.2 8.7 8.7 8.2
35.7 39.7 30.3 42.8 42.8 38.7
35.3 37.0 33.3 38.4 38.4 36.5

Debt 4.0 45 34 5.0 5.0 4.4
-24.0 -9.9 -45.8 0.0 0.0 -13.6
23.1 24.8 21.1 26.3 26.3 24.3

Mean 6.5 7.0 5.9 7.4 7.4 6.8
22.7 28.4 14.7 32.8 32.8 26.9
31.0 32.7 29.1 34.2 34.2 32.2

Corporate level, 2002

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.8 8.3 7.2 8.7 8.7 8.2

earnings 35.7 39.7 30.3 42.8 42.8 38.7
35.3 37.0 33.3 38.4 38.4 36.5

New equity 7.8 8.3 7.2 8.7 8.7 8.2
35.7 39.7 30.3 42.8 42.8 38.7
35.3 37.0 33.3 38.4 38.4 36.5

Debt 4.0 4.5 34 5.0 5.0 44
-24.0 9.9 -45.8 0.0 0.0 -13.6
23.1 24.8 21.1 26.3 26.3 24.3

Mean 6.5 7.0 5.9 7.4 7.4 6.8
22.7 28.4 14.7 32.8 32.8 26.9
31.0 32.7 29.1 34.2 34.2 32.2

Corporate level, 2003

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.8 8.3 7.2 8.7 8.7 8.2

earnings 35.7 39.7 30.3 42.8 42.8 38.7
35.3 37.0 33.3 38.4 38.4 36.5

New equity 7.8 8.3 7.2 8.7 8.7 8.2
35.7 39.7 30.3 42.8 42.8 38.7
35.3 37.0 33.3 38.4 38.4 36.5

Debt 4.0 45 34 5.0 5.0 4.4
-24.0 -9.9 -45.8 0.0 0.0 -13.6
23.1 24.8 21.1 26.3 26.3 24.3

Mean 6.5 7.0 5.9 7.4 7.4 6.8
22.7 28.4 14.7 32.8 32.8 26.9
31.0 32.7 29.1 34.2 34.2 32.2

C-101




Corporate level, 2004

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.8 8.3 7.2 8.7 8.7 8.2

earnings 35.7 39.7 30.3 42.8 42.8 38.7
35.3 37.0 33.3 38.4 38.4 36.5

New equity 7.8 8.3 7.2 8.7 8.7 8.2
35.7 39.7 30.3 42.8 42.8 38.7
35.3 37.0 33.3 38.4 38.4 36.5

Debt 4.0 45 34 5.0 5.0 4.4
-24.0 -9.9 -45.8 0.0 0.0 -13.6
23.1 24.8 21.1 26.3 26.3 24.3

Mean 6.5 7.0 5.9 7.4 7.4 6.8
22.7 28.4 14.7 32.8 32.8 26.9
31.0 32.7 29.1 34.2 34.2 32.2

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.8 8.3 7.2 8.7 8.7 8.2

earnings 35.7 39.7 30.3 42.8 42.8 38.7
35.3 37.0 33.3 38.4 38.4 36.5

New equity 7.8 8.3 7.2 8.7 8.7 8.2
35.7 39.7 30.3 42.8 42.8 38.7
35.3 37.0 33.3 38.4 38.4 36.5

Debt 4.0 4.5 34 5.0 5.0 44
-24.0 9.9 -45.8 0.0 0.0 -13.6
23.1 24.8 21.1 26.3 26.3 24.3

Mean 6.5 7.0 5.9 7.4 7.4 6.8
22.7 28.4 14.7 32.8 32.8 26.9
31.0 32.7 29.1 34.2 34.2 32.2

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.8 8.3 7.2 8.7 8.7 8.2

earnings 35.7 39.7 30.3 42.8 42.8 38.7
35.3 37.0 33.3 38.4 38.4 36.5

New equity 7.8 8.3 7.2 8.7 8.7 8.2
35.7 39.7 30.3 42.8 42.8 38.7
35.3 37.0 33.3 38.4 38.4 36.5

Debt 4.0 45 34 5.0 5.0 4.4
-24.0 -9.9 -45.8 0.0 0.0 -13.6
23.1 24.8 21.1 26.3 26.3 24.3

Mean 6.5 7.0 5.9 7.4 7.4 6.8
22.7 28.4 14.7 32.8 32.8 26.9
31.0 32.7 29.1 34.2 34.2 32.2

C-102




Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.8 8.3 7.2 8.7 8.7 8.2

earnings 35.7 39.7 30.3 42.8 42.8 38.7
353 37.0 33.3 38.4 38.4 36.5

New equity 7.8 8.3 7.2 8.7 8.7 8.2
35.7 39.7 30.3 42.8 42.8 38.7
35.3 37.0 33.3 38.4 38.4 36.5

Debt 4.0 4.5 3.4 5.0 5.0 4.4
-24.0 -9.9 -45.8 0.0 0.0 -13.6
23.1 24.8 21.1 26.3 26.3 24.3

Mean 6.5 7.0 59 7.4 7.4 6.8
22.7 28.4 14.7 32.8 32.8 26.9
31.0 32.7 29.1 34.2 34.2 32.2

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.3 6.8 5.8 7.2 7.2 6.6

earnings 59.2 62.1 55.9 64.4 64.4 61.4
30.0 31.6 28.4 33.0 33.0 31.2

New equity 4.1 4.6 3.6 5.0 5.0 4.5
37.2 43.9 29.1 48.7 48.7 424
22.8 24.4 21.2 25.8 25.8 24.0

Debt 41 4.6 3.6 5.0 5.0 4.5
37.2 43.9 29.1 48.7 48.7 424
22.8 24.4 21.2 25.8 25.8 24.0

Mean 5.3 5.8 4.8 6.2 6.2 5.7
51.5 55.6 46.9 58.7 58.7 54.7
26.7 28.3 25.2 29.7 29.7 27.9

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.3 6.8 5.8 7.2 7.2 6.6

earnings 59.2 62.1 55.9 64.4 64.4 61.4
30.0 31.6 28.4 33.0 33.0 31.2

New equity 41 4.6 3.6 5.0 5.0 4.5
37.2 43.9 29.1 48.7 48.7 424
22.8 24.4 21.2 25.8 25.8 24.0

Debt 41 4.6 3.6 5.0 5.0 4.5
37.2 43.9 29.1 48.7 48.7 424
22.8 24.4 21.2 25.8 25.8 24.0

Mean 53 5.8 4.8 6.2 6.2 5.7
51.5 55.6 46.9 58.7 58.7 54.7
26.7 28.3 25.2 29.7 29.7 27.9

C-103




Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.8 8.3 7.2 8.7 8.7 8.2

earnings 35.7 39.7 30.3 42.8 42.8 38.7
13.9 16.5 10.9 18.7 18.7 15.8

New equity 4.0 4.5 3.4 5.0 5.0 4.4
-24.0 -9.9 -45.8 0.0 0.0 -13.6
-4.8 23 -7.9 0.0 0.0 -3.0

Debt 4.0 4.5 3.4 5.0 5.0 4.4
-24.0 -9.9 -45.8 0.0 0.0 -13.6
-4.8 -2.3 -7.9 0.0 0.0 -3.0

Mean 6.1 6.6 5.5 7.1 7.1 6.5
18.0 24.4 8.9 29.2 29.2 22.6
5.5 8.1 2.4 10.3 10.3 7.3

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.3 6.8 5.8 7.2 7.2 6.6

earnings 59.2 62.1 55.9 64.4 64.4 61.4
30.0 31.6 28.4 33.0 33.0 31.2

New equity 4.1 4.6 3.6 5.0 5.0 4.5
37.2 43.9 29.1 48.7 48.7 424
22.8 24.4 21.2 25.8 25.8 24.0

Debt 41 4.6 3.6 5.0 5.0 4.5
37.2 43.9 29.1 48.7 48.7 424
22.8 24.4 21.2 25.8 25.8 24.0

Mean 5.3 5.8 4.8 6.2 6.2 5.7
51.5 55.6 46.9 58.7 58.7 54.7
26.7 28.3 25.2 29.7 29.7 27.9

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.3 6.8 5.8 7.2 7.2 6.6

earnings 59.2 62.1 55.9 64.4 64.4 61.4
30.0 31.6 28.4 33.0 33.0 31.2

New equity 41 4.6 3.6 5.0 5.0 4.5
37.2 43.9 29.1 48.7 48.7 424
22.8 24.4 21.2 25.8 25.8 24.0

Debt 41 4.6 3.6 5.0 5.0 4.5
37.2 43.9 29.1 48.7 48.7 424
22.8 24.4 21.2 25.8 25.8 24.0

Mean 53 5.8 4.8 6.2 6.2 5.7
51.5 55.6 46.9 58.7 58.7 54.7
26.7 28.3 25.2 29.7 29.7 27.9

C-104

Malta



Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.8 8.3 7.2 8.7 8.7 8.2

earnings 35.7 39.7 30.3 42.8 42.8 38.7
13.9 16.5 10.9 18.7 18.7 15.8

New equity 4.0 4.5 34 5.0 5.0 4.4
-24.0 -9.9 -45.8 0.0 0.0 -13.6
-4.8 -2.3 -7.9 0.0 0.0 -3.0

Debt 4.0 45 34 5.0 5.0 4.4
-24.0 -9.9 -45.8 0.0 0.0 -13.6
-4.8 -2.3 -7.9 0.0 0.0 -3.0

Mean 6.1 6.6 55 7.1 7.1 6.5
18.0 24.4 8.9 29.2 29.2 22.6

55 8.1 24 10.3 10.3 7.3

C-105

Malta



Netherlands

Netherlands

Corporate level, 1998

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.4 8.3 7.8 8.7 7.7 8.2

earnings 40.2 39.7 36.1 42.8 35.0 38.9
37.2 37.0 35.4 38.4 35.0 36.6

New equity 8.4 8.3 7.8 8.7 7.7 8.2
40.2 39.7 36.1 42.8 35.0 38.9
37.2 37.0 35.4 38.4 35.0 36.6

Debt 4.6 45 4.1 5.0 3.9 4.4
-8.5 -9.9 -22.8 0.0 -26.8 -12.8
25.0 24.8 23.2 26.3 22.8 24.4

Mean 7.1 7.0 6.5 7.4 6.4 6.9
29.1 28.4 23.2 32.8 21.6 27.2
32.9 32.7 31.2 34.2 30.7 32.3

Corporate level, 1999

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.4 8.3 7.8 8.7 7.7 8.2

earnings 40.2 39.7 36.1 42.8 35.0 38.9
37.2 37.0 35.4 38.4 35.0 36.6

New equity 8.4 8.3 7.8 8.7 7.7 8.2
40.2 39.7 36.1 42.8 35.0 38.9
37.2 37.0 35.4 38.4 35.0 36.6

Debt 4.6 4.5 4.1 5.0 3.9 4.4
-8.5 9.9 -22.8 0.0 -26.8 -12.8
25.0 24.8 23.2 26.3 22.8 24.4

Mean 7.1 7.0 6.5 7.4 6.4 6.9
29.1 28.4 23.2 32.8 21.6 27.2
32.9 32.7 31.2 34.2 30.7 32.3

Corporate level, 2000

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.4 8.3 7.8 8.7 7.7 8.2

earnings 40.2 39.7 36.1 42.8 35.0 38.9
37.2 37.0 35.4 38.4 35.0 36.6

New equity 8.4 8.3 7.8 8.7 7.7 8.2
40.2 39.7 36.1 42.8 35.0 38.9
37.2 37.0 35.4 38.4 35.0 36.6

Debt 4.6 45 4.1 5.0 3.9 4.4
-8.5 -9.9 -22.8 0.0 -26.8 -12.8
25.0 24.8 23.2 26.3 22.8 24.4

Mean 7.1 7.0 6.5 7.4 6.4 6.9
29.1 28.4 23.2 32.8 21.6 27.2
32.9 32.7 31.2 34.2 30.7 32.3
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Netherlands

Corporate level, 2001

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.4 8.3 7.8 8.7 7.7 8.2

earnings 40.2 39.7 36.1 42.8 35.0 38.9
37.2 37.0 35.4 38.4 35.0 36.6

New equity 8.4 8.3 7.8 8.7 7.7 8.2
40.2 39.7 36.1 42.8 35.0 38.9
37.2 37.0 35.4 38.4 35.0 36.6

Debt 4.6 45 4.1 5.0 3.9 4.4
-8.5 -9.9 -22.8 0.0 -26.8 -12.8
25.0 24.8 23.2 26.3 22.8 24.4

Mean 7.1 7.0 6.5 7.4 6.4 6.9
29.1 28.4 23.2 32.8 21.6 27.2
32.9 32.7 31.2 34.2 30.7 32.3

Corporate level, 2002

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.3 8.2 7.8 8.7 7.6 8.1

earnings 39.8 39.2 35.6 42.3 34.5 38.4
36.7 36.4 34.9 37.9 34.5 36.1

New equity 8.3 8.2 7.8 8.7 7.6 8.1
39.8 39.2 35.6 42.3 34.5 38.4
36.7 36.4 34.9 37.9 34.5 36.1

Debt 4.6 4.6 4.1 5.0 4.0 44
-8.1 9.7 22.2 0.0 -26.0 -12.4
24.6 24.4 22.9 25.9 22.5 24.1

Mean 7.0 6.9 6.5 7.4 6.4 6.8
28.7 28.0 22.8 32.3 21.3 26.8
32.5 32.2 30.7 33,7 30.3 31.9

Corporate level, 2003

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.3 8.2 7.8 8.7 7.6 8.1

earnings 39.8 39.2 35.6 42.3 34.5 38.4
36.7 36.4 34.9 37.9 34.5 36.1

New equity 8.3 8.2 7.8 8.7 7.6 8.1
39.8 39.2 35.6 42.3 34.5 38.4
36.7 36.4 34.9 37.9 34.5 36.1

Debt 4.6 4.6 4.1 5.0 4.0 4.4
-8.1 -9.7 -22.2 0.0 -26.0 -12.4
24.6 24.4 22.9 25.9 22.5 24.1

Mean 7.0 6.9 6.5 7.4 6.4 6.8
28.7 28.0 22.8 32.3 21.3 26.8
32.5 32.2 30.7 33.7 30.3 31.9

C-107




Netherlands

Corporate level, 2004

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.3 8.2 7.8 8.7 7.6 8.1

earnings 39.8 39.2 35.6 42.3 34.5 38.4
36.7 36.4 34.9 37.9 34.5 36.1

New equity 8.3 8.2 7.8 8.7 7.6 8.1
39.8 39.2 35.6 42.3 34.5 38.4
36.7 36.4 34.9 37.9 34.5 36.1

Debt 4.6 4.6 4.1 5.0 4.0 4.4
-8.1 -9.7 -22.2 0.0 -26.0 -12.4
24.6 24.4 22.9 25.9 22.5 24.1

Mean 7.0 6.9 6.5 7.4 6.4 6.8
28.7 28.0 22.8 32.3 21.3 26.8
32.5 32.2 30.7 33.7 30.3 31.9

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.9 7.8 7.4 8.2 7.3 7.7

earnings 37.0 36.0 32.5 39.0 31.5 35.3
33.7 33.3 31.9 34.6 31.5 33.0

New equity 7.9 7.8 7.4 8.2 7.3 7.7
37.0 36.0 32.5 39.0 31.5 35.3
33.7 33.3 31.9 34.6 31.5 33.0

Debt 4.7 4.6 4.2 5.0 4.1 4.5
-5.7 -8.4 -18.8 0.0 -22.0 -10.4
22.7 22.3 20.9 23.6 20.5 22.0

Mean 6.8 6.7 6.3 7.1 6.2 6.6
26.6 25.3 20.5 29.4 19.1 24.4
29.8 29.4 28.0 30.8 27.7 29.1

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.7 7.6 7.2 7.9 7.1 7.5

earnings 35.3 34.0 30.6 36.9 29.6 334
31.8 31.3 30.0 32.5 29.6 31.0

New equity 7.7 7.6 7.2 7.9 7.1 7.5
35.3 34.0 30.6 36.9 29.6 334
31.8 31.3 30.0 32.5 29.6 31.0

Debt 4.8 4.6 4.3 5.0 4.2 4.6
-4.4 -7.6 -16.9 0.0 -19.7 9.2
21.5 21.0 19.6 22.2 19.3 20.7

Mean 6.7 6.6 6.2 6.9 6.1 6.5
25.3 23.7 19.1 27.6 17.7 229
28.2 27.7 26.3 28.9 26.0 27.4
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Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.3 7.1 6.8 7.4 6.7 7.1

earnings 31.5 29.5 26.4 32.3 25.5 29.1
27.7 26.9 25.8 28.0 255 26.8

New equity 7.3 7.1 6.8 7.4 6.7 7.1
31.5 29.5 26.4 32.3 25.5 29.1
27.7 26.9 25.8 28.0 255 26.8

Debt 4.9 4.7 44 5.0 4.3 4.7
-1.8 -6.1 -13.4 0.0 -15.5 -7.0
18.8 18.1 16.9 19.1 16.6 17.9

Mean 6.5 6.3 6.0 6.5 59 6.2
22.6 20.2 16.1 23.6 14.9 19.6
24.6 23.8 22.7 24.9 224 23.7

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.8 7.7 7.3 8.1 7.2 7.6

earnings 51.0 50.2 474 52.6 46.6 49.6
43.6 43.3 42.3 44.3 42.0 43.1

New equity 9.0 8.9 8.5 9.3 8.4 8.8
57.7 57.1 55.1 58.9 54.5 56.7
46.8 46.5 45.5 47.5 45.2 46.3

Debt 4.7 4.6 4.2 5.0 4.1 4.5
19.2 17.2 9.3 23.5 6.7 15.6
35.7 35.4 34.4 36.4 34.1 35.2

Mean 6.8 6.7 6.3 7.1 6.2 6.6
44.2 43.2 39.6 46.2 38.4 42.5
41.2 40.9 39.8 41.9 39.5 40.7

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.9 7.8 7.4 8.2 7.3 7.7

earnings 51.8 51.1 48.4 53.4 47.6 50.6
33.7 33.3 31.9 34.6 31.5 33.0

New equity 7.9 7.8 7.4 8.2 7.3 7.7
51.8 51.1 48.4 53.4 47.6 50.6
33.7 33.3 31.9 34.6 31.5 33.0

Debt 4.7 4.6 4.2 5.0 4.1 4.5
19.1 171 9.1 23.5 6.7 15.6
22.7 22.3 20.9 23.6 20.5 22.0

Mean 6.8 6.7 6.3 7.1 6.2 6.6
43.9 42.9 39.2 46.0 38.1 42.2
29.8 29.4 28.0 30.8 27.7 29.1
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Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.9 7.8 7.4 8.2 7.3 7.7

earnings 37.0 36.0 325 39.0 31.5 35.3
33.7 33.3 31.9 34.6 31.5 33.0

New equity 7.9 7.8 7.4 8.2 7.3 7.7
37.0 36.0 325 39.0 31.5 35.3
33.7 33.3 31.9 34.6 31.5 33.0

Debt 4.7 4.6 4.2 5.0 4.1 4.5
-5.7 -8.4 -18.8 0.0 -22.0 -10.4
22.7 22.3 20.9 23.6 20.5 22.0

Mean 6.8 6.7 6.3 7.1 6.2 6.6
26.6 25.3 20.5 29.4 19.1 24.4
29.8 29.4 28.0 30.8 27.7 29.1

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 7.0 6.7 7.3 6.6 6.9

earnings 46.7 45.1 42.7 47.3 41.9 44.8
39.1 38.6 37.7 39.4 37.5 38.4

New equity 8.3 8.1 7.8 8.4 7.7 8.1
54.0 52.8 51.0 54.4 50.5 52.6
42.3 41.7 40.9 42.5 40.7 41.6

Debt 4.9 4.7 44 5.0 4.3 4.7
221 18.9 13.4 23.5 11.7 18.2
32.8 32.3 31.4 33.1 31.2 32.1

Mean 6.5 6.3 6.0 6.6 5.9 6.3
411 39.2 36.2 41.9 35.3 38.8
37.2 36.7 35.8 37.5 35.6 36.6

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.3 7.1 6.8 7.4 6.7 7.1

earnings 47.6 46.1 43.7 48.2 43.0 45.8
27.7 26.9 25.8 28.0 255 26.8

New equity 7.3 7.1 6.8 7.4 6.7 7.1
47.6 46.1 43.7 48.2 43.0 45.8
27.7 26.9 25.8 28.0 255 26.8

Debt 4.9 4.7 4.4 5.0 4.3 4.7
221 18.9 13.3 23.5 11.7 18.2
18.8 18.1 16.9 19.1 16.6 17.9

Mean 6.5 6.3 6.0 6.5 59 6.2
40.8 38.9 35.8 41.6 34.9 38.5
24.6 23.8 22.7 24.9 224 23.7
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Netherlands

Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.3 7.1 6.8 7.4 6.7 7.1

earnings 31.5 29.5 26.4 32.3 25.5 29.1
27.7 26.9 25.8 28.0 25.5 26.8

New equity 7.3 7.1 6.8 7.4 6.7 7.1
31.5 29.5 26.4 32.3 25.5 29.1
27.7 26.9 25.8 28.0 25.5 26.8

Debt 4.9 4.7 4.4 5.0 4.3 4.7
-1.8 -6.1 -13.4 0.0 -15.5 -7.0
18.8 18.1 16.9 19.1 16.6 17.9

Mean 6.5 6.3 6.0 6.5 5.9 6.2
22.6 20.2 16.1 23.6 14.9 19.6
24.6 23.8 22.7 24.9 224 23.7
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Poland

Corporate level, 1998

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.2 7.1 8.3 8.9 7.8 8.1

earnings 39.2 29.4 39.5 43.9 36.0 38.0
37.3 33.7 37.4 39.5 36.0 36.8

New equity 8.2 7.1 8.3 8.9 7.8 8.1
39.2 29.4 39.5 43.9 36.0 38.0
37.3 33.7 37.4 39.5 36.0 36.8

Debt 4.3 3.2 4.3 5.0 3.9 4.1
-16.2 -57.7 -15.0 0.0 -28.3 -20.7
24.8 21.1 24.9 27.0 23.5 24.3

Mean 6.9 5.7 6.9 7.5 6.4 6.7
27.0 12.5 27.5 33.7 22.4 25.3
32.9 29.3 33.1 35.1 31.6 324

Corporate level, 1999

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.0 6.9 8.0 8.6 7.6 7.8

earnings 374 27.6 37.4 41.8 34.0 36.0
35.4 31.8 35.4 37.3 34.0 34.8

New equity 8.0 6.9 8.0 8.6 7.6 7.8
374 27.6 37.4 41.8 34.0 36.0
35.4 31.8 35.4 37.3 34.0 34.8

Debt 4.4 33 4.4 5.0 4.0 4.2
-13.7 -50.4 -13.6 0.0 -25.3 -18.4
23.5 20.0 23.5 25.5 22.2 22.9

Mean 6.7 5.7 6.7 7.3 6.3 6.6
25.7 11.6 25.7 31.8 20.9 23.7
31.2 27.7 31.2 33.2 29.9 30.6

Corporate level, 2000

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.5 6.6 7.5 8.0 7.1 7.3

earnings 33.6 24.1 33.2 37.4 30.0 31.9
31.4 28.1 31.2 32.9 30.0 30.7

New equity 7.5 6.6 7.5 8.0 7.1 7.3
33.6 24.1 33.2 37.4 30.0 31.9
31.4 28.1 31.2 32.9 30.0 30.7

Debt 4.5 3.6 4.5 5.0 4.2 44
-10.1 -38.7 -11.0 0.0 -20.2 -14.6
20.9 17.6 20.8 22.5 19.6 20.3

Mean 6.5 5.5 6.4 6.9 6.1 6.3
22.9 9.8 224 27.9 18.0 20.7
27.7 24.4 27.5 29.3 26.3 27.1
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Corporate level, 2001

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.3 6.4 7.3 7.7 6.9 7.1

earnings 31.8 22.4 31.1 35.1 28.0 29.9
29.4 26.2 29.1 30.7 28.0 28.7

New equity 7.3 6.4 7.3 7.7 6.9 7.1
31.8 22.4 31.1 35.1 28.0 29.9
29.4 26.2 29.1 30.7 28.0 28.7

Debt 4.6 3.7 4.5 5.0 4.2 4.4
-8.2 -33.9 -9.9 0.0 -18.0 -12.9
19.6 16.4 19.4 21.0 18.3 18.9

Mean 6.4 5.5 6.3 6.8 6.0 6.2
21.7 9.0 20.7 26.0 16.6 19.2
26.0 22.8 25.7 27.3 24.6 25.3

Corporate level, 2002

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.3 6.4 7.3 7.7 6.9 7.1

earnings 32.0 22.4 31.1 35.1 28.0 30.0
29.5 26.2 29.1 30.7 28.0 28.7

New equity 7.3 6.4 7.3 7.7 6.9 7.1
32.0 22.4 31.1 35.1 28.0 30.0
29.5 26.2 29.1 30.7 28.0 28.7

Debt 4.6 3.7 4.5 5.0 4.2 44
-7.8 -33.9 9.9 0.0 -18.0 -12.8
19.7 16.4 19.4 21.0 18.3 19.0

Mean 6.4 5.5 6.3 6.8 6.0 6.2
21.9 9.0 20.7 26.0 16.6 19.2
26.0 22.8 25.7 27.3 24.6 25.3

Corporate level, 2003

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.3 6.4 6.8 7.6 6.8 7.0

earnings 31.0 21.5 26.7 34.0 27.0 28.3
28.5 25.3 26.9 29.6 27.0 27.5

New equity 7.3 6.4 6.8 7.6 6.8 7.0
31.0 21.5 26.7 34.0 27.0 28.3
28.5 25.3 26.9 29.6 27.0 27.5

Debt 4.7 3.8 4.2 5.0 4.3 4.4
-7.0 -31.7 -17.8 0.0 -17.0 -13.7
19.1 15.9 17.5 20.3 17.6 18.1

Mean 6.3 5.5 5.9 6.7 5.9 6.1
21.2 8.6 15.5 25.1 15.9 17.6
25.2 22.0 23.6 26.4 23.7 24.2
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Corporate level, 2004

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.5 5.9 6.2 6.6 6.2 6.3

earnings 23.3 14.8 18.7 24.6 19.0 20.2
20.4 17.8 18.9 20.9 19.0 19.4

New equity 6.5 5.9 6.2 6.6 6.2 6.3
23.3 14.8 18.7 24.6 19.0 20.2
20.4 17.8 18.9 20.9 19.0 19.4

Debt 4.9 4.2 4.5 5.0 4.5 4.6
2.4 -18.0 -10.6 0.0 -10.1 -7.9
13.8 11.2 12.3 14.3 12.4 12.8

Mean 5.9 5.3 5.6 6.1 5.6 5.7
15.9 5.6 10.4 17.5 10.7 12.2
18.1 15.5 16.6 18.5 16.7 17.1

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.5 5.9 6.2 6.6 6.2 6.3

earnings 234 14.8 18.7 24.6 19.0 20.3
20.4 17.8 18.9 20.9 19.0 19.4

New equity 6.5 5.9 6.2 6.6 6.2 6.3
234 14.8 18.7 24.6 19.0 20.3
20.4 17.8 18.9 20.9 19.0 19.4

Debt 4.9 4.2 4.5 5.0 4.5 4.6
2.3 -18.0 -10.6 0.0 -10.1 -7.8
13.8 11.2 12.3 14.3 12.4 12.8

Mean 6.0 5.3 5.6 6.1 5.6 5.7
16.0 5.6 10.4 17.5 10.7 12.3
18.1 15.5 16.6 18.5 16.7 171

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.5 5.9 6.2 6.6 6.2 6.3

earnings 23.3 14.8 18.7 24.6 19.0 20.2
20.4 17.8 18.9 20.9 19.0 19.4

New equity 6.5 5.9 6.2 6.6 6.2 6.3
23.3 14.8 18.7 24.6 19.0 20.2
20.4 17.8 18.9 20.9 19.0 19.4

Debt 4.9 4.2 4.5 5.0 4.5 4.6
-2.5 -18.0 -10.6 0.0 -10.1 -7.9
13.8 11.2 12.3 14.3 12.4 12.8

Mean 5.9 5.3 5.6 6.1 5.6 5.7
15.9 5.6 10.4 17.5 10.7 12.2
18.1 15.5 16.6 18.5 16.7 171
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Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.5 5.9 6.6 6.6 6.2 6.4

earnings 23.5 14.8 24.1 24.6 19.0 21.4
20.5 17.8 20.7 20.9 19.0 19.8

New equity 6.5 5.9 6.6 6.6 6.2 6.4
235 14.8 24.1 24.6 19.0 21.4
20.5 17.8 20.7 20.9 19.0 19.8

Debt 4.9 4.2 5.0 5.0 4.5 4.7
2.1 -18.0 -0.9 0.0 -10.1 -5.8
13.8 11.2 14.1 14.3 12.4 13.1

Mean 6.0 5.3 6.0 6.1 5.6 5.8
16.1 5.6 16.9 17.5 10.7 13.6
18.1 15.5 18.4 18.5 16.7 17.4

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.8 5.2 5.5 6.0 5.5 5.6

earnings 371 29.8 33.2 38.2 33.1 344
28.3 26.3 27.2 28.7 27.2 27.5

New equity 6.5 5.9 6.2 6.6 6.2 6.3
437 37.9 40.5 44.6 40.4 41.5
30.6 28.6 29.4 30.9 29.4 29.8

Debt 4.9 43 4.5 5.0 4.5 4.7
24.8 14.2 19.1 26.5 19.0 21.0
25.2 23.2 24.0 25.5 24.0 24.4

Mean 5.6 5.0 52 5.7 52 5.3
341 26.1 29.8 35.4 29.7 31.2
27.5 254 26.3 27.8 26.3 26.7

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.8 5.2 5.5 6.0 5.5 5.6

earnings 37.1 29.8 33.2 38.2 33.1 34.4
28.3 26.3 27.2 28.7 27.2 27.5

New equity 6.5 5.9 6.2 6.6 6.2 6.3
43.7 37.9 40.5 44.6 40.4 41.5
30.6 28.6 29.4 30.9 29.4 29.8

Debt 4.9 4.3 4.5 5.0 4.5 4.7
24.8 14.2 19.1 26.5 19.0 21.0
25.2 23.2 24.0 25.5 24.0 24.4

Mean 5.6 5.0 52 5.7 52 53
341 26.1 29.8 35.4 29.7 31.2
27.5 25.4 26.3 27.8 26.3 26.7
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Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.8 5.2 5.5 6.0 5.5 5.6

earnings 37.1 29.8 33.2 38.2 33.1 34.4
28.3 26.3 27.2 28.7 27.2 27.5

New equity 6.5 5.9 6.2 6.6 6.2 6.3
43.7 37.9 40.5 44.6 40.4 41.5
30.6 28.6 29.4 30.9 29.4 29.8

Debt 4.9 4.3 4.5 5.0 4.5 4.7
24.8 14.2 19.1 26.5 19.0 21.0
25.2 23.2 24.0 25.5 24.0 24.4

Mean 5.6 5.0 52 5.7 52 53
341 26.1 29.8 35.4 29.7 31.2
27.5 25.4 26.3 27.8 26.3 26.7

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.9 5.2 5.9 6.0 5.5 5.7

earnings 37.2 29.8 37.7 38.2 33.1 35.4
28.4 26.3 28.5 28.7 27.2 27.8

New equity 6.5 5.9 6.6 6.6 6.2 6.4
437 37.9 441 44.6 40.4 42.3
30.6 28.6 30.8 30.9 29.4 30.0

Debt 4.9 43 5.0 5.0 4.5 4.7
25.0 14.2 25.7 26.5 19.0 22.3
25.2 23.2 25.4 25.5 24.0 24.7

Mean 5.6 5.0 5.6 5.7 52 5.4
34.2 26.1 34.8 35.4 29.7 32.2
27.5 254 27.6 27.8 26.3 26.9

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.9 5.2 59 6.0 5.5 5.7

earnings 37.2 29.8 37.7 38.2 33.1 354
28.4 26.3 28.5 28.7 27.2 27.8

New equity 6.5 5.9 6.6 6.6 6.2 6.4
43.7 37.9 441 44.6 40.4 42.3
30.6 28.6 30.8 30.9 29.4 30.0

Debt 4.9 4.3 5.0 5.0 4.5 4.7
25.0 14.2 25.7 26.5 19.0 22.3
25.2 23.2 25.4 25.5 24.0 24.7

Mean 5.6 5.0 5.6 5.7 52 5.4
34.2 26.1 34.8 35.4 29.7 32.2
27.5 25.4 27.6 27.8 26.3 26.9
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Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.9 5.2 5.9 6.0 5.5 5.7

earnings 37.2 29.8 37.7 38.2 33.1 35.4
28.4 26.3 28.5 28.7 27.2 27.8

New equity 6.5 5.9 6.6 6.6 6.2 6.4
43.7 37.9 441 44.6 40.4 42.3
30.6 28.6 30.8 30.9 29.4 30.0

Debt 4.9 4.3 5.0 5.0 4.5 4.7
25.0 14.2 25.7 26.5 19.0 22.3
25.2 23.2 25.4 25.5 24.0 24.7

Mean 5.6 5.0 5.6 5.7 52 5.4
34.2 26.1 34.8 35.4 29.7 32.2
27.5 25.4 27.6 27.8 26.3 26.9
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Portugal

Corporate level, 1998

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.8 8.7 7.2 9.2 8.0 8.2

earnings 36.1 42.3 30.8 45.4 37.4 38.8
36.9 39.5 35.0 41.1 37.4 38.0

New equity 7.8 8.7 7.2 9.2 8.0 8.2
36.1 42.3 30.8 45.4 37.4 38.8
36.9 39.5 35.0 41.1 37.4 38.0

Debt 3.6 45 3.1 5.0 3.8 4.0
-37.0 -11.1 -62.8 0.0 -30.6 -24.7
23.8 26.5 22.0 28.1 24.4 24.9

Mean 6.4 7.2 5.8 7.7 6.5 6.7
21.4 30.6 13.4 35.1 23.5 25.5
32.3 34.9 30.5 36.5 32.8 334

Corporate level, 1999

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.8 8.7 7.2 9.2 8.0 8.2

earnings 36.1 42.3 30.8 45.4 37.4 38.8
36.9 39.5 35.0 41.1 37.4 38.0

New equity 7.8 8.7 7.2 9.2 8.0 8.2
36.1 42.3 30.8 45.4 37.4 38.8
36.9 39.5 35.0 41.1 37.4 38.0

Debt 3.6 4.5 31 5.0 3.8 4.0
-37.0 -11.1 -62.8 0.0 -30.6 -24.7
23.8 26.5 22.0 28.1 24.4 24.9

Mean 6.4 7.2 5.8 7.7 6.5 6.7
21.4 30.6 13.4 35.1 23.5 25.5
32.3 34.9 30.5 36.5 32.8 334

Corporate level, 2000

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.6 8.3 7.0 8.8 7.7 7.9

earnings 34.3 39.9 28.8 43.1 35.2 36.6
34.9 37.2 33.0 38.7 35.2 35.8

New equity 7.6 8.3 7.0 8.8 7.7 7.9
34.3 39.9 28.8 43.1 35.2 36.6
34.9 37.2 33.0 38.7 35.2 35.8

Debt 3.8 45 3.2 5.0 3.9 4.1
-30.9 -10.0 -54.0 0.0 -27.1 -21.7
22.6 24.9 20.7 26.4 22.9 23.5

Mean 6.3 7.0 5.7 7.5 6.4 6.6
20.4 28.6 12.3 33.0 21.8 23.9
30.6 32.9 28.7 34.4 30.9 31.5
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Corporate level, 2001

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.6 8.3 7.0 8.8 7.7 7.9

earnings 34.3 39.9 28.8 43.1 35.2 36.6
34.9 37.2 33.0 38.7 35.2 35.8

New equity 7.6 8.3 7.0 8.8 7.7 7.9
34.3 39.9 28.8 43.1 35.2 36.6
34.9 37.2 33.0 38.7 35.2 35.8

Debt 3.8 45 3.2 5.0 3.9 4.1
-30.9 -10.0 -54.0 0.0 -27.1 -21.7
22.6 24.9 20.7 26.4 22.9 23.5

Mean 6.3 7.0 5.7 7.5 6.4 6.6
20.4 28.6 12.3 33.0 21.8 23.9
30.6 32.9 28.7 34.4 30.9 31.5

Corporate level, 2002

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.4 8.0 6.8 8.4 7.5 7.6

earnings 32.6 37.6 26.9 40.7 33.0 34.5
32.8 34.9 30.9 36.2 33.0 33.6

New equity 7.4 8.0 6.8 8.4 7.5 7.6
32.6 37.6 26.9 40.7 33.0 34.5
32.8 34.9 30.9 36.2 33.0 33.6

Debt 4.0 4.6 34 5.0 4.0 4.2
-25.7 -9.0 -46.6 0.0 -23.9 -19.0
21.3 23.4 19.4 24.8 21.5 22.1

Mean 6.2 6.8 5.6 7.2 6.3 6.4
19.5 26.6 11.3 30.8 20.2 22.3
28.8 30.8 26.9 32.2 29.0 29.5

Corporate level, 2003

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 8.0 6.8 8.4 7.5 7.6

earnings 30.6 37.6 26.9 40.7 33.0 34.1
32.1 34.9 30.9 36.2 33.0 334

New equity 7.2 8.0 6.8 8.4 7.5 7.6
30.6 37.6 26.9 40.7 33.0 34.1
32.1 34.9 30.9 36.2 33.0 334

Debt 3.8 4.6 34 5.0 4.0 4.2
-32.6 -9.0 -46.6 0.0 -23.9 -20.2
20.6 23.4 19.4 24.8 21.5 21.9

Mean 6.0 6.8 5.6 7.2 6.3 6.4
16.7 26.6 11.3 30.8 20.2 21.7
28.1 30.8 26.9 32.2 29.0 29.4

C-119

Portugal



Corporate level, 2004

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.8 7.3 6.4 7.6 6.9 7.0

earnings 26.2 31.7 221 34.6 27.5 28.7
27.1 29.0 25.8 30.2 27.5 27.9

New equity 6.8 7.3 6.4 7.6 6.9 7.0
26.2 31.7 221 34.6 27.5 28.7
27.1 29.0 25.8 30.2 27.5 27.9

Debt 4.1 4.7 3.8 5.0 4.3 4.4
-21.2 -6.8 -32.4 0.0 -17.5 -14.5
17.5 19.5 16.2 20.6 17.9 18.3

Mean 5.8 6.4 55 6.7 6.0 6.1
14.5 21.9 8.9 25.6 16.3 17.8
23.7 25.7 224 26.8 24.2 24.6

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.8 7.3 6.4 7.6 6.9 7.0

earnings 26.2 31.7 22.1 34.6 27.5 28.7
27.1 29.0 25.8 30.2 27.5 27.9

New equity 6.8 7.3 6.4 7.6 6.9 7.0
26.2 31.7 22.1 34.6 27.5 28.7
27.1 29.0 25.8 30.2 27.5 27.9

Debt 4.1 4.7 3.8 5.0 4.3 44
212 -6.8 -32.4 0.0 -17.5 -14.5
17.5 19.5 16.2 20.6 17.9 18.3

Mean 5.8 6.4 55 6.7 6.0 6.1
14.5 21.9 8.9 25.6 16.3 17.8
23.7 25.7 22.4 26.8 24.2 24.6

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.8 7.3 6.4 7.6 6.9 7.0

earnings 26.2 31.7 221 34.6 27.5 28.7
271 29.0 25.8 30.2 27.5 27.9

New equity 6.8 7.3 6.4 7.6 6.9 7.0
26.2 31.7 221 34.6 27.5 28.7
27.1 29.0 25.8 30.2 27.5 27.9

Debt 4.1 4.7 3.8 5.0 4.3 4.4
-21.2 -6.8 -32.4 0.0 -17.5 -14.5
17.5 19.5 16.2 20.6 17.9 18.3

Mean 5.8 6.4 55 6.7 6.0 6.1
14.5 21.9 8.9 25.6 16.3 17.8
23.7 25.7 224 26.8 24.2 24.6

C-120

Portugal



Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.7 7.2 6.3 7.5 6.8 6.9

earnings 254 30.6 21.2 334 26.5 27.7
26.1 28.0 24.8 29.1 26.5 26.9

New equity 6.7 7.2 6.3 7.5 6.8 6.9
254 30.6 21.2 334 26.5 27.7
26.1 28.0 24.8 29.1 26.5 26.9

Debt 4.2 4.7 3.8 5.0 4.3 4.4
-19.5 -6.4 -30.4 0.0 -16.5 -13.6
16.9 18.8 15.6 19.9 17.3 17.7

Mean 5.8 6.3 5.5 6.6 59 6.0
14.1 21.0 8.5 24.6 15.6 17.1
22.9 24.8 21.6 25.9 233 23.7

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.0 5.4 4.7 5.7 5.0 5.2

earnings 27.3 33.5 233 36.9 27.5 30.1
30.8 32.2 30.1 33.0 30.8 314

New equity 6.9 7.3 6.6 7.6 6.9 7.1
47.6 50.9 45.6 52.8 47.7 49.0
36.5 37.8 35.7 38.7 36.5 37.0

Debt 4.2 4.7 4.0 5.0 4.3 44
15.0 23.3 9.5 27.8 15.2 18.7
28.7 30.0 27.9 30.9 28.7 29.3

Mean 4.9 5.4 4.6 5.7 4.9 5.1
26.4 32.8 224 36.3 26.6 29.2
30.6 32.0 29.9 32.9 30.7 31.2

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.0 5.4 4.7 5.7 5.0 52

earnings 27.3 33.5 233 36.9 27.5 30.1
30.8 32.2 30.1 33.0 30.8 31.4

New equity 6.9 7.3 6.6 7.6 6.9 7.1
47.6 50.9 45.6 52.8 47.7 49.0
36.5 37.8 35.7 38.7 36.5 37.0

Debt 4.2 4.7 4.0 5.0 4.3 4.4
15.0 23.3 9.5 27.8 15.2 18.7
28.7 30.0 27.9 30.9 28.7 29.3

Mean 4.9 5.4 4.6 5.7 4.9 5.1
26.4 32.8 224 36.3 26.6 29.2
30.6 32.0 29.9 32.9 30.7 31.2
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Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.8 7.3 6.4 7.6 6.9 7.0

earnings 26.2 31.7 221 34.6 27.5 28.7
27.1 29.0 25.8 30.2 27.5 27.9

New equity 6.8 7.3 6.4 7.6 6.9 7.0
26.2 31.7 221 34.6 27.5 28.7
27.1 29.0 25.8 30.2 27.5 27.9

Debt 41 4.7 3.8 5.0 4.3 4.4
-21.2 -6.8 -32.4 0.0 -17.5 -14.5
17.5 19.5 16.2 20.6 17.9 18.3

Mean 5.8 6.4 5.5 6.7 6.0 6.1
14.5 21.9 8.9 25.6 16.3 17.8
23.7 25.7 224 26.8 24.2 24.6

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 4.9 5.3 4.7 5.6 4.9 5.1

earnings 26.5 32.4 224 35.8 26.5 29.0
30.0 31.3 29.3 32.1 30.0 30.6

New equity 6.8 7.2 6.5 7.5 6.8 7.0
47.0 50.1 44.9 52.0 47.0 48.3
35.7 36.9 34.9 37.8 35.7 36.2

Debt 4.3 4.7 4.0 5.0 4.3 4.5
16.0 23.6 10.6 27.8 16.0 19.3
28.2 29.5 27.4 30.3 28.2 28.7

Mean 4.9 5.3 4.6 5.6 4.9 5.1
26.1 32.0 22.0 35.5 26.1 28.7
30.0 31.2 29.2 32.1 30.0 30.5

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 4.9 53 4.7 5.6 4.9 5.1

earnings 26.5 32.4 224 35.8 26.5 29.0
30.0 31.3 29.3 32.1 30.0 30.6

New equity 6.8 7.2 6.5 7.5 6.8 7.0
47.0 50.1 44.9 52.0 47.0 48.3
35.7 36.9 34.9 37.8 35.7 36.2

Debt 4.3 4.7 4.0 5.0 4.3 4.5
16.0 23.6 10.6 27.8 16.0 19.3
28.2 29.5 274 30.3 28.2 28.7

Mean 4.9 5.3 4.6 5.6 4.9 5.1
26.1 32.0 22.0 35.5 26.1 28.7
30.0 31.2 29.2 32.1 30.0 30.5
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Portugal

Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.7 7.2 6.3 7.5 6.8 6.9

earnings 254 30.6 21.2 334 26.5 27.7
26.1 28.0 24.8 29.1 26.5 26.9

New equity 6.7 7.2 6.3 7.5 6.8 6.9
254 30.6 21.2 334 26.5 27.7
26.1 28.0 24.8 29.1 26.5 26.9

Debt 4.2 4.7 3.8 5.0 4.3 4.4
-19.5 -6.4 -30.4 0.0 -16.5 -13.6
16.9 18.8 15.6 19.9 17.3 17.7

Mean 5.8 6.3 55 6.6 5.9 6.0
141 21.0 8.5 24.6 15.6 17.1
22.9 24.8 21.6 25.9 23.3 23.7

C-123



Romania

Romania

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.8 5.8 5.7 6.3 6.0 6.1

earnings 26.7 13.2 12.3 21.0 16.0 18.2
19.7 15.2 14.9 17.6 16.0 16.7

New equity 6.8 5.8 5.7 6.3 6.0 6.1
26.7 13.2 12.3 21.0 16.0 18.2
19.7 15.2 14.9 17.6 16.0 16.7

Debt 55 44 44 5.0 4.6 4.8
8.9 -12.7 -14.3 0.0 -8.1 -4.5
14.0 9.6 9.4 12.0 10.4 11.1

Mean 6.4 5.3 52 5.9 55 5.6
21.3 5.6 4.5 14.7 8.9 11.5
17.7 13.3 13.0 15.6 141 14.7

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.8 5.8 5.7 6.3 6.0 6.1

earnings 26.7 13.2 12.3 21.0 16.0 18.2
19.7 15.2 14.9 17.6 16.0 16.7

New equity 6.8 5.8 5.7 6.3 6.0 6.1
26.7 13.2 12.3 21.0 16.0 18.2
19.7 15.2 14.9 17.6 16.0 16.7

Debt 55 44 4.4 5.0 4.6 4.8
8.9 -12.7 -14.3 0.0 -8.1 -4.5
14.0 9.6 9.4 12.0 10.4 11.1

Mean 6.4 5.3 52 5.9 55 5.6
21.3 5.6 4.5 14.7 8.9 11.5
17.7 13.3 13.0 15.6 141 14.7

Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.0 5.8 5.7 6.3 6.0 6.1

earnings 28.1 13.2 12.3 21.0 16.0 18.6
20.2 15.2 14.9 17.6 16.0 16.8

New equity 7.0 5.8 5.7 6.3 6.0 6.1
28.1 13.2 12.3 21.0 16.0 18.6
20.2 15.2 14.9 17.6 16.0 16.8

Debt 5.6 44 44 5.0 4.6 4.8
11.0 -12.7 -14.3 0.0 -8.1 -3.9
14.6 9.6 9.4 12.0 10.4 11.2

Mean 6.5 5.3 52 5.9 55 5.7
22.9 5.6 4.5 14.7 8.9 11.9
18.2 13.3 13.0 15.6 141 14.8
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Shareholder level: top-rate qualified shareholder, 2005

Romania

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.0 5.0 5.0 5.5 52 53

earnings 28.7 14.3 13.4 22.4 16.7 19.5
21.9 18.0 17.8 20.0 18.6 19.3

New equity 6.8 5.8 5.8 6.3 6.0 6.1
36.9 25.9 25.2 32.0 27.7 29.8
24.9 21.0 20.8 23.0 21.6 22.2

Debt 5.5 4.5 44 5.0 4.6 4.8
21.6 4.0 2.7 13.9 7.0 10.4
19.8 16.0 15.8 17.9 16.5 17.2

Mean 59 4.9 4.9 5.4 5.1 52
274 12.4 11.4 20.8 14.9 17.8
21.5 17.6 17.4 19.6 18.2 18.8

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.0 5.0 5.0 5.5 52 5.3

earnings 28.7 14.3 13.4 224 16.7 19.5
21.9 18.0 17.8 20.0 18.6 19.3

New equity 6.8 5.8 5.8 6.3 6.0 6.1
36.9 25.9 25.2 32.0 27.7 29.8
24.9 21.0 20.8 23.0 21.6 22.2

Debt 5.5 4.5 44 5.0 4.6 4.8
21.6 4.0 2.7 13.9 7.0 10.4
19.8 16.0 15.8 17.9 16.5 17.2

Mean 5.9 4.9 4.9 5.4 5.1 5.2
274 12.4 11.4 20.8 14.9 17.8
21.5 17.6 17.4 19.6 18.2 18.8

Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.0 5.0 5.0 5.5 52 53

earnings 28.7 14.3 13.4 22.4 16.7 19.5
21.9 18.0 17.8 20.0 18.6 19.3

New equity 6.8 5.8 5.8 6.3 6.0 6.1
36.9 25.9 25.2 32.0 27.7 29.8
24.9 21.0 20.8 23.0 21.6 22.2

Debt 5.5 4.5 4.4 5.0 4.6 4.8
21.6 4.0 2.7 13.9 7.0 10.4
19.8 16.0 15.8 17.9 16.5 17.2

Mean 59 4.9 4.9 5.4 5.1 5.2
274 12.4 11.4 20.8 14.9 17.8
21.5 17.6 17.4 19.6 18.2 18.8
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Shareholder level: top-rate qualified shareholder, 2007

Romania

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.4 5.2 5.2 5.8 5.4 5.6

earnings 39.3 25.9 25.0 32.7 28.1 30.6
26.8 22.7 22,5 24.6 23.3 24.0

New equity 7.0 5.8 5.7 6.3 6.0 6.2
44.1 329 32.2 38.6 34.7 36.8
28.8 24.7 24.5 26.5 25.2 25.9

Debt 5.6 4.5 4.4 5.0 4.6 4.8
30.8 13.0 11.9 22.3 16.0 19.5
24.0 20.0 19.8 21.8 20.5 21.2

Mean 6.2 5.0 5.0 5.6 5.2 5.4
37.1 22.7 21.8 30.1 25.1 27.8
26.0 21.9 21.7 23.8 22.5 23.2

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.4 5.2 5.2 5.8 5.4 5.6

earnings 39.3 25.9 25.0 32.7 28.1 30.6
26.8 22.7 22,5 24.6 233 24.0

New equity 7.0 5.8 5.7 6.3 6.0 6.2
44.1 329 32.2 38.6 34.7 36.8
28.8 24.7 24.5 26.5 25.2 25.9

Debt 5.6 4.5 4.4 5.0 4.6 4.8
30.8 13.0 11.9 22.3 16.0 19.5
24.0 20.0 19.8 21.8 20.5 21.2

Mean 6.2 5.0 5.0 5.6 5.2 5.4
37.1 22.7 21.8 30.1 25.1 27.8
26.0 21.9 21.7 23.8 22,5 23.2

Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.4 5.2 5.2 5.8 5.4 5.6

earnings 39.3 25.9 25.0 32.7 28.1 30.6
26.8 22.7 22,5 24.6 23.3 24.0

New equity 7.0 5.8 5.7 6.3 6.0 6.2
44.1 329 32.2 38.6 34.7 36.8
28.8 24.7 24.5 26.5 25.2 25.9

Debt 5.6 4.5 4.4 5.0 4.6 4.8
30.8 13.0 11.9 22.3 16.0 19.5
24.0 20.0 19.8 21.8 20.5 21.2

Mean 6.2 5.0 5.0 5.6 5.2 5.4
37.1 22.7 21.8 30.1 25.1 27.8
26.0 21.9 21.7 23.8 22.5 23.2
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Slovakia

Corporate level, 1998

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.1 9.3 8.2 9.6 9.0 8.8

earnings 38.2 46.3 39.1 48.1 44.4 43.5
39.3 42.9 39.6 43.9 42.0 41.5

New equity 8.1 9.3 8.2 9.6 9.0 8.8
38.2 46.3 39.1 48.1 44.4 43.5
39.3 42.9 39.6 43.9 42.0 41.5

Debt 34 4.7 3.6 5.0 4.3 4.2
-45.0 -7.2 -40.3 0.0 -15.0 -18.9
25.3 29.0 25.7 30.0 28.0 27.6

Mean 6.5 7.7 6.6 8.0 7.4 7.2
22.7 34.9 24.0 37.6 32.1 30.8
34.4 38.0 34.7 39.0 37.1 36.7

Corporate level, 1999

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.1 9.3 8.2 9.6 9.0 8.8

earnings 38.2 46.3 39.1 48.1 44.4 43.5
39.3 42.9 39.6 43.9 42.0 41.5

New equity 8.1 9.3 8.2 9.6 9.0 8.8
38.2 46.3 39.1 48.1 44.4 43.5
39.3 42.9 39.6 43.9 42.0 41.5

Debt 3.4 4.7 3.6 5.0 4.3 4.2
-45.0 -7.2 -40.3 0.0 -15.0 -18.9
25.3 29.0 25.7 30.0 28.0 27.6

Mean 6.5 7.7 6.6 8.0 7.4 7.2
22.7 34.9 24.0 37.6 32.1 30.8
34.4 38.0 34.7 39.0 37.1 36.7

Corporate level, 2000

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.9 6.5 7.0 7.8 7.4 7.1

earnings 27.9 23.2 28.2 36.3 32.8 30.0
28.6 27.1 28.7 31.8 30.4 29.3

New equity 6.9 6.5 7.0 7.8 7.4 7.1
27.9 23.2 28.2 36.3 32.8 30.0
28.6 27.1 28.7 31.8 30.4 29.3

Debt 4.1 3.7 4.1 5.0 4.6 4.3
-22.1 -36.2 -21.4 0.0 -8.7 -16.4
18.5 17.0 18.6 21.8 20.3 19.3

Mean 5.9 5.5 6.0 6.8 6.4 6.1
15.9 9.4 16.2 27.0 22.5 18.6
25.1 23.6 25.2 28.3 26.9 25.8

C-127

Slovakia



Corporate level, 2001

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.9 6.5 7.0 7.8 7.4 7.1

earnings 27.9 23.2 28.2 36.3 32.8 30.0
28.6 27.1 28.7 31.8 30.4 29.3

New equity 6.9 6.5 7.0 7.8 7.4 7.1
27.9 23.2 28.2 36.3 32.8 30.0
28.6 27.1 28.7 31.8 30.4 29.3

Debt 4.1 3.7 4.1 5.0 4.6 4.3
-22.1 -36.2 -21.4 0.0 -8.7 -16.4
18.5 17.0 18.6 21.8 20.3 19.3

Mean 5.9 5.5 6.0 6.8 6.4 6.1
15.9 9.4 16.2 27.0 22.5 18.6
25.1 23.6 25.2 28.3 26.9 25.8

Corporate level, 2002

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.6 6.2 6.6 7.3 7.0 6.8

earnings 24.3 19.8 24.3 31.7 28.5 25.9
24.8 23.4 24.8 27.5 26.2 25.3

New equity 6.6 6.2 6.6 7.3 7.0 6.8
24.3 19.8 24.3 31.7 28.5 25.9
24.8 23.4 24.8 27.5 26.2 25.3

Debt 4.3 3.9 4.3 5.0 4.7 44
-16.8 -27.7 -16.8 0.0 -7.0 -12.9
16.1 14.7 16.1 18.8 17.5 16.6

Mean 5.8 5.4 5.8 6.5 6.2 5.9
13.7 7.8 13.6 23.2 19.1 15.8
21.7 20.3 21.7 24.4 23.2 22.3

Corporate level, 2003

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.4 6.2 6.3 7.3 7.0 6.7

earnings 21.9 19.8 21.2 31.7 28.5 24.9
24.0 23.4 23.8 27.5 26.2 25.0

New equity 6.4 6.2 6.3 7.3 7.0 6.7
21.9 19.8 21.2 31.7 28.5 24.9
24.0 23.4 23.8 27.5 26.2 25.0

Debt 4.1 3.9 4.0 5.0 4.7 4.3
-22.5 -27.7 -24.3 0.0 -7.0 -15.2
15.3 14.7 15.1 18.8 17.5 16.3

Mean 5.6 5.4 55 6.5 6.2 5.8
10.6 7.8 9.6 23.2 19.1 14.5
21.0 20.3 20.7 24.4 23.2 21.9
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Corporate level, 2004

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.8 5.9 5.9 6.6 6.4 6.1

earnings 14.3 14.8 15.9 24.6 21.9 18.5
17.6 17.8 18.1 20.9 19.9 18.9

New equity 5.8 5.9 5.9 6.6 6.4 6.1
14.3 14.8 15.9 24.6 21.9 18.5
17.6 17.8 18.1 20.9 19.9 18.9

Debt 4.2 4.2 4.3 5.0 4.8 4.5
-19.0 -18.0 -16.0 0.0 -4.8 -11.0
11.0 11.2 11.5 14.3 13.3 12.2

Mean 53 5.3 54 6.1 5.8 5.6
5.0 5.6 6.9 17.5 14.3 10.2
15.3 15.5 15.8 18.5 17.6 16.5

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.2 5.9 5.9 6.6 6.4 6.2

earnings 19.1 14.8 15.9 24.6 21.9 19.4
19.0 17.8 18.1 20.9 19.9 19.1

New equity 6.2 5.9 5.9 6.6 6.4 6.2
19.1 14.8 15.9 24.6 21.9 19.4
19.0 17.8 18.1 20.9 19.9 19.1

Debt 4.5 4.2 4.3 5.0 4.8 4.6
-10.1 -18.0 -16.0 0.0 -4.8 9.4
12.4 11.2 11.5 14.3 13.3 12.5

Mean 5.6 5.3 5.4 6.1 5.8 5.6
10.8 5.6 6.9 17.5 14.3 11.3
16.7 15.5 15.8 18.5 17.6 16.8

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.2 5.9 5.9 6.6 6.4 6.2

earnings 19.1 14.8 15.9 24.6 21.9 19.4
19.0 17.8 18.1 20.9 19.9 19.1

New equity 6.2 5.9 5.9 6.6 6.4 6.2
19.1 14.8 15.9 24.6 21.9 19.4
19.0 17.8 18.1 20.9 19.9 19.1

Debt 4.5 4.2 4.3 5.0 4.8 4.6
-10.1 -18.0 -16.0 0.0 -4.8 -9.4
12.4 11.2 11.5 14.3 13.3 12.5

Mean 5.6 5.3 54 6.1 5.8 5.6
10.8 5.6 6.9 17.5 14.3 11.3
16.7 15.5 15.8 18.5 17.6 16.8
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Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.2 5.9 59 6.6 6.4 6.2

earnings 19.1 14.8 15.9 24.6 21.9 19.4
19.0 17.8 18.1 20.9 19.9 19.1

New equity 6.2 5.9 59 6.6 6.4 6.2
19.1 14.8 15.9 24.6 21.9 19.4
19.0 17.8 18.1 20.9 19.9 19.1

Debt 4.5 4.2 4.3 5.0 4.8 4.6
-10.1 -18.0 -16.0 0.0 -4.8 -9.4
12.4 11.2 11.5 14.3 13.3 12.5

Mean 5.6 5.3 5.4 6.1 5.8 5.6
10.8 5.6 6.9 17.5 14.3 11.3
16.7 15.5 15.8 18.5 17.6 16.8

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.5 5.2 5.3 6.0 5.7 5.6

earnings 33.7 29.8 30.7 38.2 35.8 33.8
16.1 14.9 15.2 17.8 16.9 16.2

New equity 4.6 4.3 4.4 5.0 4.8 4.6
19.8 14.2 15.5 26.5 22.9 20.0
12.2 11.0 11.3 13.9 13.0 12.3

Debt 4.6 43 44 5.0 4.8 4.6
19.8 14.2 15.5 26.5 22.9 20.0
12.2 11.0 11.3 13.9 13.0 12.3

Mean 5.1 4.8 4.9 5.5 5.3 5.1
28.1 23.5 24.6 334 30.6 28.2
14.4 13.2 13.4 16.1 15.1 14.4

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.5 5.2 53 6.0 5.7 5.6

earnings 33.7 29.8 30.7 38.2 35.8 33.8
16.1 14.9 15.2 17.8 16.9 16.2

New equity 4.6 4.3 4.4 5.0 4.8 4.6
19.8 14.2 15.5 26.5 229 20.0
12.2 11.0 11.3 13.9 13.0 12.3

Debt 4.6 4.3 4.4 5.0 4.8 4.6
19.8 14.2 15.5 26.5 229 20.0
12.2 11.0 11.3 13.9 13.0 12.3

Mean 5.1 4.8 4.9 5.5 53 5.1
28.1 23.5 24.6 334 30.6 28.2
14.4 13.2 13.4 16.1 15.1 14.4
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Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.2 5.9 59 6.6 6.4 6.2

earnings 19.1 14.8 15.9 24.6 21.9 19.4
19.0 17.8 18.1 20.9 19.9 19.1

New equity 6.2 5.9 59 6.6 6.4 6.2
19.1 14.8 15.9 24.6 21.9 19.4
19.0 17.8 18.1 20.9 19.9 19.1

Debt 4.5 4.2 4.3 5.0 4.8 4.6
-10.1 -18.0 -16.0 0.0 -4.8 -9.4
12.4 11.2 11.5 14.3 13.3 12.5

Mean 5.6 5.3 5.4 6.1 5.8 5.6
10.8 5.6 6.9 17.5 14.3 11.3
16.7 15.5 15.8 18.5 17.6 16.8

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.5 5.2 5.3 6.0 5.7 5.6

earnings 33.7 29.8 30.7 38.2 35.8 33.8
16.1 14.9 15.2 17.8 16.9 16.2

New equity 4.6 4.3 4.4 5.0 4.8 4.6
19.8 14.2 15.5 26.5 22.9 20.0
12.2 11.0 11.3 13.9 13.0 12.3

Debt 4.6 43 44 5.0 4.8 4.6
19.8 14.2 15.5 26.5 22.9 20.0
12.2 11.0 11.3 13.9 13.0 12.3

Mean 5.1 4.8 4.9 5.5 5.3 5.1
28.1 23.5 24.6 334 30.6 28.2
14.4 13.2 13.4 16.1 15.1 14.4

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.5 5.2 53 6.0 5.7 5.6

earnings 33.7 29.8 30.7 38.2 35.8 33.8
16.1 14.9 15.2 17.8 16.9 16.2

New equity 4.6 4.3 4.4 5.0 4.8 4.6
19.8 14.2 15.5 26.5 229 20.0
12.2 11.0 11.3 13.9 13.0 12.3

Debt 4.6 4.3 4.4 5.0 4.8 4.6
19.8 14.2 15.5 26.5 229 20.0
12.2 11.0 11.3 13.9 13.0 12.3

Mean 5.1 4.8 4.9 5.5 53 5.1
28.1 23.5 24.6 334 30.6 28.2
14.4 13.2 13.4 16.1 15.1 14.4
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Slovakia

Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.2 5.9 5.9 6.6 6.4 6.2

earnings 19.1 14.8 15.9 24.6 21.9 19.4
19.0 17.8 18.1 20.9 19.9 19.1

New equity 6.2 5.9 5.9 6.6 6.4 6.2
19.1 14.8 15.9 24.6 21.9 19.4
19.0 17.8 18.1 20.9 19.9 19.1

Debt 4.5 4.2 4.3 5.0 4.8 4.6
-10.1 -18.0 -16.0 0.0 -4.8 9.4
12.4 11.2 11.5 14.3 13.3 12.5

Mean 5.6 5.3 54 6.1 5.8 5.6
10.8 5.6 6.9 17.5 14.3 11.3
16.7 15.5 15.8 18.5 17.6 16.8
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Slovenia

Slovenia
Corporate level, 1998
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 5.8 6.2 6.0 7.3 6.7 6.4
earnings 14.0 19.8 16.0 31.7 25.0 21.8
21.8 23.4 22.3 27.5 25.0 24.0
New equity 5.8 6.2 6.0 7.3 6.7 6.4
14.0 19.8 16.0 31.7 25.0 21.8
21.8 23.4 22.3 27.5 25.0 24.0
Debt 3.5 3.9 3.6 5.0 4.3 4.1
-43.2 -27.7 -37.7 0.0 -15.0 -22.6
13.1 14.7 13.6 18.8 16.3 15.3
Mean 5.0 5.4 5.1 6.5 5.9 5.6
0.0 7.8 2.7 23.2 14.6 10.5
18.8 20.3 19.3 24.4 22.0 20.9
Corporate level, 1999
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 5.8 6.2 6.0 7.3 6.7 6.4
earnings 14.0 19.8 16.0 31.7 25.0 21.8
21.8 23.4 22.3 27.5 25.0 24.0
New equity 5.8 6.2 6.0 7.3 6.7 6.4
14.0 19.8 16.0 31.7 25.0 21.8
21.8 23.4 22.3 27.5 25.0 24.0
Debt 3.5 3.9 3.6 5.0 4.3 4.1
-43.2 -27.7 -37.7 0.0 -15.0 -22.6
13.1 14.7 13.6 18.8 16.3 15.3
Mean 5.0 5.4 5.1 6.5 5.9 5.6
0.0 7.8 2.7 23.2 14.6 10.5
18.8 20.3 19.3 24.4 22.0 20.9
Corporate level, 2000
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 5.8 6.2 6.0 7.3 6.7 6.4
earnings 14.0 19.8 16.0 31.7 25.0 21.8
21.8 23.4 22.3 27.5 25.0 24.0
New equity 5.8 6.2 6.0 7.3 6.7 6.4
14.0 19.8 16.0 31.7 25.0 21.8
21.8 23.4 22.3 27.5 25.0 24.0
Debt 3.5 3.9 3.6 5.0 4.3 4.1
-43.2 -27.7 -37.7 0.0 -15.0 -22.6
13.1 14.7 13.6 18.8 16.3 15.3
Mean 5.0 5.4 5.1 6.5 5.9 5.6
0.0 7.8 2.7 23.2 14.6 10.5
18.8 20.3 19.3 24.4 22.0 20.9
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Corporate level, 2001
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 5.8 6.2 6.0 7.3 6.7 6.4
earnings 14.0 19.8 16.0 31.7 25.0 21.8
21.8 23.4 22.3 27.5 25.0 24.0
New equity 5.8 6.2 6.0 7.3 6.7 6.4
14.0 19.8 16.0 31.7 25.0 21.8
21.8 23.4 22.3 27.5 25.0 24.0
Debt 3.5 3.9 3.6 5.0 4.3 4.1
-43.2 -27.7 -37.7 0.0 -15.0 -22.6
13.1 14.7 13.6 18.8 16.3 15.3
Mean 5.0 5.4 5.1 6.5 5.9 5.6
0.0 7.8 2.7 23.2 14.6 10.5
18.8 20.3 19.3 24.4 22.0 20.9
Corporate level, 2002
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 5.8 6.2 6.0 7.3 6.7 6.4
earnings 14.0 19.8 16.0 31.7 25.0 21.8
21.8 23.4 22.3 27.5 25.0 24.0
New equity 5.8 6.2 6.0 7.3 6.7 6.4
14.0 19.8 16.0 31.7 25.0 21.8
21.8 23.4 22.3 27.5 25.0 24.0
Debt 3.5 3.9 3.6 5.0 4.3 4.1
-43.2 -27.7 -37.7 0.0 -15.0 -22.6
13.1 14.7 13.6 18.8 16.3 15.3
Mean 5.0 5.4 5.1 6.5 5.9 5.6
0.0 7.8 2.7 23.2 14.6 10.5
18.8 20.3 19.3 24.4 22.0 20.9
Corporate level, 2003
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.3 6.2 6.2 7.3 6.7 6.5
earnings 20.4 19.8 18.9 31.7 25.0 23.5
23.6 23.4 23.1 27.5 25.0 24.5
New equity 6.3 6.2 6.2 7.3 6.7 6.5
20.4 19.8 18.9 31.7 25.0 23.5
23.6 23.4 23.1 27.5 25.0 24.5
Debt 4.0 3.9 3.8 5.0 4.3 4.2
-26.2 -27.7 -30.1 0.0 -15.0 -18.7
14.9 14.7 14.4 18.8 16.3 15.8
Mean 5.5 5.4 54 6.5 59 5.7
8.6 7.8 6.6 23.2 14.6 12.6
20.5 20.3 20.1 24.4 22.0 21.5
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Corporate level, 2004
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.3 6.2 6.2 7.3 6.7 6.5
earnings 20.4 19.8 18.9 31.7 25.0 23.5
23.6 23.4 23.1 27.5 25.0 24.5
New equity 6.3 6.2 6.2 7.3 6.7 6.5
20.4 19.8 18.9 31.7 25.0 23.5
23.6 23.4 23.1 27.5 25.0 24.5
Debt 4.0 3.9 3.8 5.0 4.3 4.2
-26.2 -27.7 -30.1 0.0 -15.0 -18.7
14.9 14.7 14.4 18.8 16.3 15.8
Mean 5.5 5.4 54 6.5 59 5.7
8.6 7.8 6.6 23.2 14.6 12.6
20.5 20.3 20.1 24.4 22.0 21.5
Corporate level, 2005
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.3 7.0 6.2 7.3 6.7 6.7
earnings 20.4 29.0 18.9 31.7 25.0 25.3
23.6 26.4 23.1 27.5 25.0 25.1
New equity 6.3 7.0 6.2 7.3 6.7 6.7
20.4 29.0 18.9 31.7 25.0 25.3
23.6 26.4 23.1 27.5 25.0 25.1
Debt 4.0 4.7 3.8 5.0 4.3 44
-26.2 -5.9 -30.1 0.0 -15.0 -14.3
14.9 17.7 14.4 18.8 16.3 16.4
Mean 55 6.2 5.4 6.5 5.9 5.9
8.6 19.7 6.6 23.2 14.6 15.0
20.5 23.4 20.1 24.4 22.0 22.1
Corporate level, 2006
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.3 7.0 6.2 7.3 6.7 6.7
earnings 20.4 29.0 18.9 31.7 25.0 25.3
23.6 26.4 23.1 27.5 25.0 25.1
New equity 6.3 7.0 6.2 7.3 6.7 6.7
20.4 29.0 18.9 31.7 25.0 25.3
23.6 26.4 23.1 27.5 25.0 25.1
Debt 4.0 4.7 3.8 5.0 4.3 4.4
-26.2 -5.9 -30.1 0.0 -15.0 -14.3
14.9 17.7 14.4 18.8 16.3 16.4
Mean 5.5 6.2 54 6.5 59 5.9
8.6 19.7 6.6 23.2 14.6 15.0
20.5 23.4 20.1 24.4 22.0 221
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Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.5 6.8 6.2 7.1 6.5 6.6

earnings 23.1 26.8 19.7 29.4 23.0 24.5
23.0 24.3 22.0 25.3 23.0 23.5

New equity 6.5 6.8 6.2 7.1 6.5 6.6
23.1 26.8 19.7 29.4 23.0 24.5
23.0 24.3 22.0 25.3 23.0 23.5

Debt 4.4 4.7 4.1 5.0 4.4 4.5
-13.1 -5.3 -20.6 0.0 -13.3 -10.0
15.0 16.3 14.0 17.3 15.0 15.5

Mean 5.8 6.1 5.5 6.4 5.8 5.9
13.4 18.0 9.0 21.3 13.3 15.2
20.2 21.5 19.2 22.5 20.2 20.7

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 2.7 33 2.8 3.5 2.8 3.0

earnings 43.7 53.4 44.8 56.4 46.3 49.4
30.0 314 30.1 32.0 30.3 30.8

New equity 4.1 4.7 4.2 4.9 43 4.4
63.2 67.6 63.7 69.1 64.3 65.7
33.7 35.2 33.8 35.7 34.0 34.5

Debt 4.2 4.8 4.3 5.0 4.3 4.5
63.9 68.2 64.4 69.6 65.0 66.4
33.9 35.4 34.1 36.0 34.3 34.7

Mean 3.4 3.9 3.4 4.2 3.5 3.7
54.9 61.4 55.6 63.4 56.6 58.7
31.7 33.2 31.9 33.8 32.1 32.5

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 2.0 2.5 2.0 2.7 2.0 2.2

earnings 229 38.7 25.7 43.3 25.0 32.2
27.8 29.1 28.0 29.7 27.9 28.5

New equity 4.2 4.7 4.3 4.9 4.3 4.5
63.9 67.8 64.5 69.1 64.3 66.0
33.6 35.0 33.8 35.5 33.8 34.4

Debt 4.3 4.8 4.4 5.0 4.3 4.6
64.6 68.3 65.2 69.6 65.0 66.7
33.9 35.2 34.1 35.7 34.0 34.6

Mean 3.0 3.5 3.1 3.7 3.1 33
49.4 56.7 50.7 59.1 50.4 53.6
30.5 31.8 30.7 324 30.7 31.2
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Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.3 7.0 6.2 7.3 6.7 6.7

earnings 20.4 29.0 18.9 31.7 25.0 25.3
23.6 26.4 23.1 27.5 25.0 25.1

New equity 6.3 7.0 6.2 7.3 6.7 6.7
20.4 29.0 18.9 31.7 25.0 25.3
23.6 26.4 231 27.5 25.0 25.1

Debt 4.0 4.7 3.8 5.0 4.3 4.4
-26.2 -5.9 -30.1 0.0 -15.0 -14.3
14.9 17.7 14.4 18.8 16.3 16.4

Mean 5.5 6.2 5.4 6.5 59 5.9
8.6 19.7 6.6 23.2 14.6 15.0
20.5 234 20.1 24.4 22.0 22.1

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 52 5.5 5.0 5.7 5.1 5.3

earnings 234 27.9 20.4 30.9 23.0 25.3
28.8 29.8 28.2 30.6 28.8 29.3

New equity 7.1 7.4 6.9 7.6 7.1 7.2
44.2 46.6 42.6 48.2 44.0 45.2
34.8 35.8 34.2 36.6 34.7 35.2

Debt 44 4.8 4.2 5.0 44 4.6
10.9 16.9 6.9 20.9 10.4 13.5
26.6 27.6 26.0 28.3 26.5 27.0

Mean 5.1 5.4 4.9 5.7 5.1 5.2
22.5 27.1 19.4 30.1 221 24.4
28.7 29.7 28.1 30.4 28.6 29.1

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 52 5.5 5.0 5.7 5.1 53

earnings 234 27.9 20.4 30.9 23.0 25.3
28.8 29.8 28.2 30.6 28.8 29.3

New equity 7.1 7.4 6.9 7.6 7.1 7.2
44.2 46.6 42.6 48.2 44.0 45.2
34.8 35.8 34.2 36.6 34.7 35.2

Debt 4.4 4.8 4.2 5.0 4.4 4.6
10.9 16.9 6.9 20.9 10.4 13.5
26.6 27.6 26.0 28.3 26.5 27.0

Mean 5.1 5.4 4.9 5.7 5.1 5.2
22.5 27.1 19.4 30.1 221 24.4
28.7 29.7 28.1 30.4 28.6 29.1
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Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.5 6.8 6.2 7.1 6.5 6.6

earnings 23.1 26.8 19.7 29.4 23.0 24.5
334 34.4 32.6 35.2 33.4 33.8

New equity 8.8 9.1 8.5 9.3 8.8 8.9
429 45.0 41.1 46.5 429 43.7
40.4 41.4 39.5 42.2 40.4 40.8

Debt 4.4 4.7 4.1 5.0 4.4 4.5
-13.1 -5.3 -20.6 0.0 -13.3 -10.0
27.0 28.0 26.2 28.8 27.0 27.4

Mean 6.0 6.3 5.7 6.6 6.0 6.1
16.7 21.0 12.6 24.0 16.6 18.3
31.9 32.9 31.0 33.7 31.9 32.3
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Spain

Spain

Corporate level, 1998

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.6 8.6 8.4 10.7 9.1 9.3

earnings 48.1 41.7 40.7 53.4 45.2 46.2
41.7 39.0 38.6 44.3 40.3 40.8

New equity 9.6 8.6 8.4 10.7 9.1 9.3
48.1 41.7 40.7 53.4 45.2 46.2
41.7 39.0 38.6 44.3 40.3 40.8

Debt 52 4.1 4.0 6.3 4.7 4.9
3.5 -20.9 -25.6 20.5 -6.9 -3.0
29.5 26.8 26.4 32.1 28.1 28.6

Mean 8.1 7.0 6.9 9.2 7.6 7.7
38.1 28.8 27.2 45.5 33.9 35.4
37.4 34.7 34.3 40.0 36.0 36.5

Corporate level, 1999

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.6 8.6 8.4 10.7 9.1 9.3

earnings 48.1 41.7 40.7 53.4 45.2 46.2
41.7 39.0 38.6 44.3 40.3 40.8

New equity 9.6 8.6 8.4 10.7 9.1 9.3
48.1 41.7 40.7 53.4 45.2 46.2
41.7 39.0 38.6 44.3 40.3 40.8

Debt 52 4.1 4.0 6.3 4.7 4.9
3.5 -20.9 -25.6 20.5 -6.9 -3.0
29.5 26.8 26.4 32.1 28.1 28.6

Mean 8.1 7.0 6.9 9.2 7.6 7.7
38.1 28.8 27.2 45.5 33.9 35.4
374 34.7 34.3 40.0 36.0 36.5

Corporate level, 2000

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.6 8.6 8.4 10.7 9.1 9.3

earnings 48.1 41.7 40.7 53.4 45.2 46.2
41.7 39.0 38.6 44.3 40.3 40.8

New equity 9.6 8.6 8.4 10.7 9.1 9.3
48.1 41.7 40.7 53.4 45.2 46.2
41.7 39.0 38.6 44.3 40.3 40.8

Debt 52 4.1 4.0 6.3 4.7 4.9
3.5 -20.9 -25.6 20.5 -6.9 -3.0
29.5 26.8 26.4 32.1 28.1 28.6

Mean 8.1 7.0 6.9 9.2 7.6 7.7
38.1 28.8 27.2 45.5 33.9 35.4
37.4 34.7 34.3 40.0 36.0 36.5
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Corporate level, 2001

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.6 8.6 8.4 10.7 9.1 9.3

earnings 48.1 41.7 40.7 53.4 45.2 46.2
41.7 39.0 38.6 44.3 40.3 40.8

New equity 9.6 8.6 8.4 10.7 9.1 9.3
48.1 41.7 40.7 53.4 45.2 46.2
41.7 39.0 38.6 44.3 40.3 40.8

Debt 52 4.1 4.0 6.3 4.7 4.9
3.5 -20.9 -25.6 20.5 -6.9 -3.0
29.5 26.8 26.4 32.1 28.1 28.6

Mean 8.1 7.0 6.9 9.2 7.6 7.7
38.1 28.8 27.2 45.5 33.9 35.4
374 34.7 34.3 40.0 36.0 36.5

Corporate level, 2002

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.6 8.6 8.4 10.7 9.1 9.3

earnings 48.1 41.7 40.7 53.4 45.2 46.2
41.7 39.0 38.6 44.3 40.3 40.8

New equity 9.6 8.6 8.4 10.7 9.1 9.3
48.1 41.7 40.7 53.4 45.2 46.2
41.7 39.0 38.6 44.3 40.3 40.8

Debt 52 4.1 4.0 6.3 4.7 4.9
3.5 -20.9 -25.6 20.5 -6.9 -3.0
29.5 26.8 26.4 32.1 28.1 28.6

Mean 8.1 7.0 6.9 9.2 7.6 7.7
38.1 28.8 27.2 45.5 33.9 35.4
374 34.7 34.3 40.0 36.0 36.5

Corporate level, 2003

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.6 8.6 8.4 10.7 9.1 9.3

earnings 48.1 41.7 40.7 53.4 45.2 46.2
41.7 39.0 38.6 44.3 40.3 40.8

New equity 9.6 8.6 8.4 10.7 9.1 9.3
48.1 41.7 40.7 53.4 45.2 46.2
41.7 39.0 38.6 44.3 40.3 40.8

Debt 52 4.1 4.0 6.3 4.7 4.9
3.5 -20.9 -25.6 20.5 -6.9 -3.0
29.5 26.8 26.4 32.1 28.1 28.6

Mean 8.1 7.0 6.9 9.2 7.6 7.7
38.1 28.8 27.2 45.5 33.9 35.4
374 34.7 34.3 40.0 36.0 36.5

C-140

Spain



Corporate level, 2004

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.6 8.6 8.4 10.7 9.1 9.3

earnings 48.1 41.7 40.7 53.4 45.2 46.2
41.7 39.0 38.6 44.3 40.3 40.8

New equity 9.6 8.6 8.4 10.7 9.1 9.3
48.1 41.7 40.7 53.4 45.2 46.2
41.7 39.0 38.6 44.3 40.3 40.8

Debt 52 4.1 4.0 6.3 4.7 4.9
3.5 -20.9 -25.6 20.5 -6.9 -3.0
29.5 26.8 26.4 32.1 28.1 28.6

Mean 8.1 7.0 6.9 9.2 7.6 7.7
38.1 28.8 27.2 45.5 33.9 35.4
374 34.7 34.3 40.0 36.0 36.5

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.6 8.6 8.4 10.7 9.1 9.3

earnings 48.1 41.7 40.7 53.4 45.2 46.2
41.7 39.0 38.6 44.3 40.3 40.8

New equity 9.6 8.6 8.4 10.7 9.1 9.3
48.1 41.7 40.7 53.4 45.2 46.2
41.7 39.0 38.6 44.3 40.3 40.8

Debt 52 4.1 4.0 6.3 4.7 4.9
3.5 -20.9 -25.6 20.5 -6.9 -3.0
29.5 26.8 26.4 32.1 28.1 28.6

Mean 8.1 7.0 6.9 9.2 7.6 7.7
38.1 28.8 27.2 45.5 33.9 35.4
374 34.7 34.3 40.0 36.0 36.5

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.6 8.6 8.4 10.7 9.1 9.3

earnings 48.1 41.7 40.7 53.4 45.2 46.2
41.7 39.0 38.6 44.3 40.3 40.8

New equity 9.6 8.6 8.4 10.7 9.1 9.3
48.1 41.7 40.7 53.4 45.2 46.2
41.7 39.0 38.6 44.3 40.3 40.8

Debt 52 4.1 4.0 6.3 4.7 4.9
3.5 -20.9 -25.6 20.5 -6.9 -3.0
29.5 26.8 26.4 32.1 28.1 28.6

Mean 8.1 7.0 6.9 9.2 7.6 7.7
38.1 28.8 27.2 45.5 33.9 35.4
374 34.7 34.3 40.0 36.0 36.5
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Spain

Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.3 8.3 8.1 10.3 8.8 8.9

earnings 46.1 39.6 38.6 51.3 43.0 44.1
39.5 36.8 36.4 41.7 38.0 38.5

New equity 9.3 8.3 8.1 10.3 8.8 8.9
46.1 39.6 38.6 51.3 43.0 44.1
39.5 36.8 36.4 41.7 38.0 38.5

Debt 52 4.3 4.1 6.2 4.7 4.9
4.5 -17.6 -21.7 19.7 -5.3 -1.8
28.0 25.3 24.9 30.3 26.5 27.0

Mean 7.9 6.9 6.7 8.8 7.4 7.5
36.4 27.2 25.7 43.5 321 33.6
354 32.7 324 37.7 34.0 34.5

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 0.6 0.3 0.3 0.9 -0.7 0.3

earnings 194.4 275.7 291.1 162.6 14.6 294.0
27.7 27.0 27.0 28.2 25.0 27.0

New equity 1.0 0.7 0.7 1.3 -0.3 0.7
159.0 183.1 186.4 144.8 -86.1 186.9
28.6 27.9 27.8 29.1 25.9 27.8

Debt 6.0 5.7 5.7 6.3 4.7 5.7
109.7 110.2 110.3 109.3 112.5 110.3
39.7 39.0 38.9 40.2 37.0 38.9

Mean 2.5 2.2 2.2 2.8 1.2 2.2
123.0 126.0 126.3 120.5 147.5 126.3
32.0 31.3 31.2 32.5 29.3 31.3

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 52 4.6 4.5 6.1 4.5 5.0

earnings 111.3 112.7 113.0 109.6 1131 111.8
39.0 37.8 37.6 40.7 37.5 38.5

New equity 6.2 5.6 5.5 7.1 5.5 6.0
109.4 110.4 110.6 108.2 110.6 109.7
41.2 40.0 39.8 42.9 39.8 40.7

Debt 5.4 4.8 4.7 6.3 4.7 5.2
110.9 112.2 112.4 109.3 112.5 111.3
39.5 38.2 38.1 41.1 38.0 39.0

Mean 53 4.8 4.7 6.3 4.6 5.1
110.9 112.3 112.5 109.3 112.6 111.4
39.4 38.2 38.0 41.0 37.9 38.9

C-142




Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 10.8 9.6 9.5 12.0 10.3 10.5

earnings 53.9 48.2 47.2 58.2 51.6 52.2
45.2 42.2 41.7 47.8 43.8 44.1

New equity 9.6 8.4 8.3 10.7 9.1 9.2
48.0 40.6 39.4 53.4 45.2 45.8
41.9 38.8 38.4 44.4 40.5 40.8

Debt 52 4.0 3.8 6.3 4.7 4.8
3.1 -25.6 -31.2 20.5 -6.9 -4.5
29.7 26.7 26.3 32.3 28.4 28.7

Mean 8.7 7.5 7.4 9.9 8.2 8.3
42.7 33.7 322 49.2 39.3 40.1
39.5 36.4 36.0 42.0 38.1 38.4

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 39 3.5 3.4 4.7 32 3.7

earnings 66.8 62.4 61.7 72.1 59.1 65.1
31.9 30.8 30.7 334 30.2 314

New equity 43 3.8 3.7 5.0 3.5 4.1
69.6 66.0 65.4 74.1 63.3 68.2
32.8 31.7 31.5 34.2 31.1 32.3

Debt 5.5 5.0 5.0 6.2 4.7 5.3
76.4 74.2 73.9 79.2 72.7 75.5
35.8 34.6 34.5 37.2 34.0 35.2

Mean 4.5 4.0 4.0 5.2 3.8 43
71.2 67.9 67.4 75.3 65.5 69.9
334 32.2 32.1 34.8 31.6 32.8

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.7 7.7 7.6 9.6 8.1 8.3

earnings 85.0 83.2 82.9 86.5 84.1 84.5
44.3 42.2 41.9 46.1 43.1 43.5

New equity 9.3 8.4 8.2 10.3 8.8 9.0
86.0 84.5 84.2 87.4 85.2 85.6
45.8 43.7 434 47.6 44.6 45.0

Debt 52 4.3 4.2 6.2 4.7 5.0
75.3 70.1 69.1 79.2 72.7 73.8
36.3 34.3 34.0 38.2 35.1 35.6

Mean 7.5 6.6 6.5 8.5 7.0 7.2
82.8 80.4 80.0 84.8 81.5 82.1
41.7 39.6 39.3 43.5 40.4 40.9
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Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 8.4 7.5 7.4 9.3 7.9 8.1

earnings 55.3 49.9 49.1 59.9 524 53.7
43.8 40.7 40.3 46.1 42.4 42.6

New equity 7.1 6.2 6.1 8.1 6.6 6.8
47.2 39.5 38.3 53.5 43.0 44.9
39.7 36.6 36.2 42.0 38.3 38.6

Debt 53 44 4.2 6.2 4.7 5.0
28.7 14.2 11.6 39.8 21.1 24.6
28.3 25.2 24.8 30.6 26.9 27.2

Mean 7.2 6.3 6.1 8.1 6.6 6.9
47.7 40.2 38.9 53.9 43.6 45.4
37.9 34.9 34.5 40.2 36.5 36.8
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Sweden

Corporate level, 1998

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.0 6.4 6.5 7.5 7.4 7.0

earnings 28.2 21.8 23.6 33.3 32.6 28.2
27.0 24.9 25.5 29.0 28.7 27.0

New equity 7.0 6.4 6.5 7.5 7.4 7.0
28.2 21.8 23.6 33.3 32.6 28.2
27.0 24.9 25.5 29.0 28.7 27.0

Debt 4.5 3.9 4.0 5.0 4.9 4.5
-12.1 -28.1 -23.5 0.0 -1.5 -11.9
17.8 15.7 16.3 19.8 19.5 17.8

Mean 6.1 5.5 5.7 6.6 6.5 6.1
17.8 9.5 11.8 24.5 23.6 17.9
23.8 21.7 22.2 25.7 25.5 23.8

Corporate level, 1999

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.0 6.4 6.5 7.5 7.4 7.0

earnings 28.2 21.8 23.6 333 32.6 28.2
27.0 24.9 25.5 29.0 28.7 27.0

New equity 7.0 6.4 6.5 7.5 7.4 7.0
28.2 21.8 23.6 33.3 32.6 28.2
27.0 24.9 25.5 29.0 28.7 27.0

Debt 4.5 3.9 4.0 5.0 4.9 4.5
-12.1 -28.1 -23.5 0.0 -1.5 -11.9
17.8 15.7 16.3 19.8 19.5 17.8

Mean 6.1 5.5 5.7 6.6 6.5 6.1
17.8 9.5 11.8 24.5 23.6 17.9
23.8 21.7 22.2 25.7 25.5 23.8

Corporate level, 2000

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.0 6.4 6.5 7.5 7.4 7.0

earnings 28.2 21.8 23.6 33.3 32.6 28.2
27.0 24.9 25.5 29.0 28.7 27.0

New equity 7.0 6.4 6.5 7.5 7.4 7.0
28.2 21.8 23.6 33.3 32.6 28.2
27.0 24.9 25.5 29.0 28.7 27.0

Debt 4.5 3.9 4.0 5.0 4.9 4.5
-12.1 -28.1 -23.5 0.0 -1.5 -11.9
17.8 15.7 16.3 19.8 19.5 17.8

Mean 6.1 5.5 5.7 6.6 6.5 6.1
17.8 9.5 11.8 24.5 23.6 17.9
23.8 21.7 22.2 25.7 25.5 23.8

C-145

Sweden



Corporate level, 2001

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.9 6.3 6.5 7.4 7.3 6.9

earnings 27.6 21.2 22.9 32.4 31.8 27.4
26.3 24.2 24.8 28.2 27.9 26.3

New equity 6.9 6.3 6.5 7.4 7.3 6.9
27.6 21.2 22.9 324 31.8 27.4
26.3 24.2 24.8 28.2 27.9 26.3

Debt 4.5 3.9 4.1 5.0 4.9 4.5
-11.2 -26.8 -22.4 0.0 -1.5 -11.4
17.4 15.3 15.8 19.2 19.0 17.3

Mean 6.1 5.5 5.6 6.6 6.5 6.1
17.5 9.1 11.4 23.8 22.9 17.4
23.2 21.1 21.6 25.0 24.8 23.1

Corporate level, 2002

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.9 6.3 6.5 7.4 7.3 6.9

earnings 27.6 21.2 22.9 324 31.8 27.4
26.3 24.2 24.8 28.2 27.9 26.3

New equity 6.9 6.3 6.5 7.4 7.3 6.9
27.6 21.2 22.9 324 31.8 27.4
26.3 24.2 24.8 28.2 27.9 26.3

Debt 4.5 3.9 4.1 5.0 4.9 4.5
-11.2 -26.8 -22.4 0.0 -1.5 -11.4
17.4 15.3 15.8 19.2 19.0 17.3

Mean 6.1 5.5 5.6 6.6 6.5 6.1
17.5 9.1 11.4 23.8 22.9 17.4
23.2 21.1 21.6 25.0 24.8 23.1

Corporate level, 2003

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.9 6.3 6.5 7.4 7.3 6.9

earnings 27.6 21.2 22.9 32.4 31.8 27.4
26.3 24.2 24.8 28.2 27.9 26.3

New equity 6.9 6.3 6.5 7.4 7.3 6.9
27.6 21.2 22.9 32.4 31.8 27.4
26.3 24.2 24.8 28.2 27.9 26.3

Debt 4.5 3.9 4.1 5.0 4.9 4.5
-11.2 -26.8 -22.4 0.0 -1.5 -11.4
17.4 15.3 15.8 19.2 19.0 17.3

Mean 6.1 5.5 5.6 6.6 6.5 6.1
17.5 9.1 11.4 23.8 22.9 17.4
23.2 21.1 21.6 25.0 24.8 23.1
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Corporate level, 2004

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.9 6.3 6.5 7.4 7.3 6.9

earnings 27.6 21.2 22.9 32.4 31.8 27.4
26.3 24.2 24.8 28.2 27.9 26.3

New equity 6.9 6.3 6.5 7.4 7.3 6.9
27.6 21.2 22.9 324 31.8 27.4
26.3 24.2 24.8 28.2 27.9 26.3

Debt 4.5 3.9 4.1 5.0 4.9 4.5
-11.2 -26.8 -22.4 0.0 -1.5 -11.4
17.4 15.3 15.8 19.2 19.0 17.3

Mean 6.1 5.5 5.6 6.6 6.5 6.1
17.5 9.1 11.4 23.8 22.9 17.4
23.2 21.1 21.6 25.0 24.8 23.1

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.0 6.5 6.6 7.6 7.5 7.1

earnings 29.0 22.7 24.5 34.4 33.7 29.1
27.9 25.8 26.4 30.0 29.7 28.0

New equity 7.0 6.5 6.6 7.6 7.5 7.1
29.0 22.7 24.5 34.4 33.7 29.1
27.9 25.8 26.4 30.0 29.7 28.0

Debt 4.4 3.8 4.0 5.0 4.9 44
-13.3 -30.0 -25.0 0.0 -1.6 -12.7
18.4 16.3 16.9 20.5 20.2 18.5

Mean 6.1 5.5 5.7 6.7 6.6 6.1
18.3 9.9 12.3 25.4 24.5 18.6
24.6 22.5 23.1 26.7 26.4 24.6

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.0 6.5 6.6 7.6 7.5 7.1

earnings 29.0 22.7 24.5 34.4 33.7 29.1
27.9 25.8 26.4 30.0 29.7 28.0

New equity 7.0 6.5 6.6 7.6 7.5 7.1
29.0 22.7 24.5 34.4 33.7 29.1
27.9 25.8 26.4 30.0 29.7 28.0

Debt 4.4 3.8 4.0 5.0 4.9 4.4
-13.3 -30.0 -25.0 0.0 -1.6 -12.7
18.4 16.3 16.9 20.5 20.2 18.5

Mean 6.1 5.5 5.7 6.7 6.6 6.1
18.3 9.9 12.3 25.4 24.5 18.6
24.6 22.5 23.1 26.7 26.4 24.6
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Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.0 6.5 6.6 7.6 7.5 7.1

earnings 29.0 22.7 24.5 34.4 33.7 29.1
27.9 25.8 26.4 30.0 29.7 28.0

New equity 7.0 6.5 6.6 7.6 7.5 7.1
29.0 22.7 24.5 34.4 33.7 29.1
27.9 25.8 26.4 30.0 29.7 28.0

Debt 4.4 3.8 4.0 5.0 4.9 4.4
-13.3 -30.0 -25.0 0.0 -1.6 -12.7
18.4 16.3 16.9 20.5 20.2 18.5

Mean 6.1 5.5 5.7 6.7 6.6 6.1
18.3 9.9 12.3 254 24.5 18.6
24.6 22.5 231 26.7 26.4 24.6

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 3.6 33 3.4 4.1 4.0 3.7

earnings 60.5 56.1 57.4 64.5 63.8 60.7
324 314 31.7 334 33.2 324

New equity 43 3.9 4.1 4.7 4.6 43
66.6 63.5 64.4 69.5 69.0 66.8
341 33.1 334 35.2 35.0 34.2

Debt 4.6 4.2 4.3 5.0 4.9 4.6
68.6 65.8 66.7 71.2 70.7 68.7
34.8 33.9 34.1 35.9 35.7 34.9

Mean 4.0 3.7 3.8 4.5 44 4.1
64.3 60.8 61.9 67.7 67.1 64.6
334 32.4 32.7 34.5 34.3 33.5

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.6 5.1 53 6.1 6.1 5.6

earnings 74.3 72.0 72.7 76.5 76.2 74.5
38.0 36.8 37.2 39.4 39.2 38.1

New equity 6.5 6.0 6.2 7.0 7.0 6.5
77.9 76.1 76.6 79.5 79.3 78.0
40.3 39.1 39.5 41.7 41.5 40.4

Debt 4.5 4.0 4.1 5.0 4.9 4.5
67.8 63.9 65.1 71.2 70.7 68.0
35.1 33.9 34.2 36.5 36.3 35.2

Mean 53 4.8 5.0 5.8 5.8 53
72.8 70.2 71.0 75.3 75.0 73.0
37.2 36.0 36.4 38.6 38.4 37.3
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Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 59 5.4 5.5 6.4 6.3 5.9

earnings 50.5 46.0 47.3 54.7 54.1 50.8
38.8 37.5 37.9 40.2 40.0 38.9

New equity 7.1 6.6 6.7 7.6 7.5 7.1
58.9 55.8 56.7 61.8 61.4 59.0
41.9 40.6 40.9 43.2 43.0 41.9

Debt 4.5 4.0 4.1 5.0 4.9 4.5
34.7 26.6 29.1 41.8 40.8 35.2
35.1 33.9 34.2 36.5 36.3 35.2

Mean 5.5 5.0 5.1 6.0 6.0 5.5
471 41.9 43.5 51.8 51.2 474
37.8 36.6 36.9 39.2 39.0 37.9

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.9 5.4 5.5 6.4 6.3 5.9

earnings 50.5 46.0 473 54.7 54.1 50.8
38.8 37.5 37.9 40.2 40.0 38.9

New equity 7.1 6.6 6.7 7.6 7.5 7.1
58.9 55.8 56.7 61.8 61.4 59.0
419 40.6 40.9 43.2 43.0 41.9

Debt 4.5 4.0 41 5.0 4.9 4.5
34.7 26.6 29.1 41.8 40.8 35.2
35.1 33.9 34.2 36.5 36.3 35.2

Mean 5.5 5.0 5.1 6.0 6.0 5.5
471 41.9 435 51.8 51.2 474
37.8 36.6 36.9 39.2 39.0 37.9

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 59 5.4 5.5 6.4 6.3 5.9

earnings 50.5 46.0 47.3 54.7 54.1 50.8
38.8 37.5 37.9 40.2 40.0 38.9

New equity 7.1 6.6 6.7 7.6 7.5 7.1
58.9 55.8 56.7 61.8 61.4 59.0
41.9 40.6 40.9 43.2 43.0 41.9

Debt 4.5 4.0 4.1 5.0 4.9 4.5
34.7 26.6 29.1 41.8 40.8 35.2
35.1 33.9 34.2 36.5 36.3 35.2

Mean 5.5 5.0 5.1 6.0 6.0 5.5
471 41.9 43.5 51.8 51.2 474
37.8 36.6 36.9 39.2 39.0 37.9
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Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.9 5.4 55 6.4 6.3 5.9

earnings 50.5 46.0 47.3 54.7 54.1 50.8
38.8 37.5 37.9 40.2 40.0 38.9

New equity 7.1 6.6 6.7 7.6 7.5 7.1
58.9 55.8 56.7 61.8 614 59.0
41.9 40.6 40.9 43.2 43.0 41.9

Debt 4.5 4.0 4.1 5.0 4.9 4.5
34.7 26.6 29.1 41.8 40.8 35.2
35.1 33.9 34.2 36.5 36.3 35.2

Mean 5.5 5.0 5.1 6.0 6.0 55
471 41.9 43.5 51.8 51.2 47.4
37.8 36.6 36.9 39.2 39.0 37.9
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United Kingdom

Corporate level, 1998

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.4 7.0 7.2 8.1 8.1 8.0

earnings 46.6 28.8 30.9 38.5 38.5 37.3
38.3 30.2 31.0 34.0 34.0 33.5

New equity 9.4 7.0 7.2 8.1 8.1 8.0
46.6 28.8 30.9 38.5 38.5 37.3
38.3 30.2 31.0 34.0 34.0 33.5

Debt 6.2 3.9 4.1 5.0 5.0 4.8
19.2 -28.4 -21.7 0.0 0.0 -3.4
27.3 19.4 20.2 23.3 23.3 22.7

Mean 8.3 5.9 6.1 7.0 7.0 6.9
39.4 15.6 18.6 28.9 28.9 27.3
34.5 26.5 27.2 30.3 30.3 29.7

Corporate level, 1999

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.3 6.9 7.1 8.0 8.0 7.9

earnings 46.4 27.8 29.9 374 37.4 36.5
37.6 29.3 30.0 329 32.9 32.5

New equity 9.3 6.9 7.1 8.0 8.0 7.9
46.4 27.8 29.9 374 37.4 36.5
37.6 29.3 30.0 329 32.9 32.5

Debt 6.3 3.9 4.1 5.0 5.0 4.9
20.6 -26.7 -20.5 0.0 0.0 2.5
27.0 18.8 19.5 22.5 22.5 22.1

Mean 8.3 5.9 6.1 6.9 6.9 6.8
39.5 15.0 17.9 27.9 27.9 26.7
33.9 25.6 26.3 29.3 29.3 28.9

Corporate level, 2000

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.1 6.9 7.1 8.0 8.0 7.8

earnings 44.8 27.8 29.9 37.4 37.4 36.0
36.7 29.3 30.0 32.9 32.9 324

New equity 9.1 6.9 7.1 8.0 8.0 7.8
44.8 27.8 29.9 37.4 37.4 36.0
36.7 29.3 30.0 32.9 32.9 324

Debt 6.0 3.9 4.1 5.0 5.0 4.8
17.0 -26.7 -20.5 0.0 0.0 -3.6
26.1 18.8 19.5 22.5 22.5 21.9

Mean 8.0 5.9 6.1 6.9 6.9 6.8
374 15.0 17.9 27.9 27.9 26.1
33.0 25.6 26.3 29.3 29.3 28.7
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Corporate level, 2001

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.1 6.9 7.1 8.0 8.0 7.8

earnings 44.8 27.8 29.9 37.4 37.4 36.0
36.7 29.3 30.0 32.9 32.9 324

New equity 9.1 6.9 7.1 8.0 8.0 7.8
44.8 27.8 29.9 37.4 37.4 36.0
36.7 29.3 30.0 32.9 32.9 324

Debt 6.0 3.9 4.1 5.0 5.0 4.8
171 -26.7 -20.5 0.0 0.0 -3.6
26.1 18.8 19.5 22.5 22.5 21.9

Mean 8.0 5.9 6.1 6.9 6.9 6.8
37.5 15.0 17.9 27.9 27.9 26.1
33.0 25.6 26.3 29.3 29.3 28.7

Corporate level, 2002

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.2 7.6 7.1 8.0 8.0 8.0

earnings 454 344 29.9 374 37.4 37.3
37.1 31.7 30.0 329 32.9 329

New equity 9.2 7.6 7.1 8.0 8.0 8.0
454 344 29.9 374 37.4 37.3
37.1 31.7 30.0 329 32.9 329

Debt 6.1 4.6 4.1 5.0 5.0 5.0
18.5 -7.7 -20.5 0.0 0.0 -0.3
26.5 21.2 19.5 22.5 22.5 22.4

Mean 8.1 6.6 6.1 6.9 6.9 6.9
38.3 24.0 17.9 27.9 27.9 27.8
33.4 28.0 26.3 29.3 29.3 29.3

Corporate level, 2003

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.2 7.6 7.1 8.0 8.0 8.0

earnings 45.6 34.4 29.9 37.4 37.4 37.4
37.2 31.7 30.0 32.9 32.9 32.9

New equity 9.2 7.6 7.1 8.0 8.0 8.0
45.6 34.4 29.9 37.4 37.4 37.4
37.2 31.7 30.0 32.9 32.9 32.9

Debt 6.2 4.6 4.1 5.0 5.0 5.0
18.9 -7.7 -20.5 0.0 0.0 -0.2
26.6 21.2 19.5 22.5 22.5 22.5

Mean 8.1 6.6 6.1 6.9 6.9 6.9
38.5 24.0 17.9 27.9 27.9 27.9
33.5 28.0 26.3 29.3 29.3 29.3
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Corporate level, 2004

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.3 7.6 7.1 8.0 8.0 8.0

earnings 46.0 34.4 29.9 37.4 37.4 37.5
374 31.7 30.0 32.9 32.9 33.0

New equity 9.3 7.6 7.1 8.0 8.0 8.0
46.0 34.4 29.9 37.4 37.4 37.5
37.4 31.7 30.0 32.9 32.9 33.0

Debt 6.2 4.6 4.1 5.0 5.0 5.0
19.8 -7.7 -20.5 0.0 0.0 0.1
26.8 21.2 19.5 22.5 22.5 22.5

Mean 8.2 6.6 6.1 6.9 6.9 6.9
39.0 24.0 17.9 27.9 27.9 28.1
33.7 28.0 26.3 29.3 29.3 29.3

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.3 7.6 7.1 8.0 8.0 8.0

earnings 46.0 344 29.9 374 37.4 37.5
374 31.7 30.0 329 32.9 33.0

New equity 9.3 7.6 7.1 8.0 8.0 8.0
46.0 344 29.9 374 37.4 37.5
374 31.7 30.0 329 32.9 33.0

Debt 6.2 4.6 4.1 5.0 5.0 5.0
19.8 -7.7 -20.5 0.0 0.0 0.1
26.8 21.2 19.5 22.5 22.5 22.5

Mean 8.2 6.6 6.1 6.9 6.9 7.0
39.1 24.0 17.9 27.9 27.9 28.1
33.7 28.0 26.3 29.3 29.3 29.3

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.1 7.6 7.1 8.0 8.0 8.0

earnings 45.0 34.4 29.9 37.4 37.4 37.2
36.8 31.7 30.0 32.9 32.9 32.9

New equity 9.1 7.6 7.1 8.0 8.0 8.0
45.0 34.4 29.9 37.4 37.4 37.2
36.8 31.7 30.0 32.9 32.9 32.9

Debt 6.1 4.6 4.1 5.0 5.0 5.0
17.5 -7.7 -20.5 0.0 0.0 -0.6
26.2 21.2 19.5 22.5 22.5 22.4

Mean 8.0 6.6 6.1 6.9 6.9 6.9
37.7 24.0 17.9 27.9 27.9 27.7
33.1 28.0 26.3 29.3 29.3 29.2
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Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.2 7.6 7.1 8.0 8.0 8.0

earnings 45.6 34.4 29.9 37.4 37.4 37.4
37.2 31.7 30.0 32.9 329 32.9

New equity 9.2 7.6 7.1 8.0 8.0 8.0
45.6 34.4 29.9 37.4 37.4 37.4
37.2 31.7 30.0 32.9 329 32.9

Debt 6.2 4.6 4.1 5.0 5.0 5.0
18.9 -7.7 -20.5 0.0 0.0 -0.2
26.6 21.2 19.5 22.5 22.5 22.5

Mean 8.1 6.6 6.1 6.9 6.9 6.9
38.5 24.0 17.9 27.9 27.9 27.9
335 28.0 26.3 29.3 29.3 29.3

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.1 43 4.0 4.7 4.7 4.8

earnings 63.4 49.1 45.2 52.4 52.4 53.4
37.6 33.0 32.2 33.8 33.8 341

New equity 7.4 5.7 5.4 6.0 6.0 6.1
70.1 61.0 58.8 63.0 63.0 63.7
41.2 36.6 35.8 37.4 374 37.7

Debt 6.4 4.7 44 5.0 5.0 5.1
65.4 52.8 49.5 55.7 55.7 56.5
38.5 33.9 33.1 34.7 34.7 35.0

Mean 6.3 4.6 4.3 4.9 4.9 5.0
64.9 51.9 48.5 54.9 54.9 55.8
38.3 33.7 32.8 34.5 34.5 34.8

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.3 5.7 53 6.0 6.0 6.0

earnings 69.8 60.8 58.0 63.0 63.0 63.4
41.3 36.8 35.8 37.7 37.7 37.9

New equity 7.3 5.7 53 6.0 6.0 6.1
69.8 60.9 58.1 63.0 63.0 63.4
41.3 36.9 35.8 37.7 37.7 37.9

Debt 6.3 4.7 4.3 5.0 5.0 5.1
65.0 52.5 48.3 55.7 55.7 56.2
38.6 34.2 33.2 35.1 35.1 35.2

Mean 7.0 5.3 4.9 5.6 5.6 5.7
68.3 58.3 55.1 60.7 60.7 61.1
40.4 35.9 34.9 36.8 36.8 37.0
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Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.3 7.6 7.1 8.0 8.0 8.0

earnings 46.0 34.4 29.9 374 374 375
37.4 31.7 30.0 329 329 33.0

New equity 9.3 7.6 7.1 8.0 8.0 8.0
46.0 34.4 29.9 374 37.4 37.5
374 31.7 30.0 329 329 33.0

Debt 6.2 4.6 4.1 5.0 5.0 5.0
19.8 -7.7 -20.5 0.0 0.0 0.1
26.8 21.2 19.5 22.5 22.5 22.5

Mean 8.2 6.6 6.1 6.9 6.9 7.0
39.1 24.0 17.9 27.9 27.9 28.1
33.7 28.0 26.3 29.3 29.3 29.3

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.0 4.3 4.0 4.7 4.7 4.7

earnings 63.0 49.1 45.2 52.4 52.4 53.2
37.4 33.0 322 33.8 33.8 34.0

New equity 7.3 5.7 5.4 6.0 6.0 6.1
69.8 61.0 58.8 63.0 63.0 63.6
41.0 36.6 35.8 37.4 37.4 37.6

Debt 6.3 4.7 4.4 5.0 5.0 5.1
65.0 52.8 49.5 55.7 55.7 56.4
38.3 33.9 33.1 34.7 34.7 35.0

Mean 6.2 4.6 4.3 4.9 4.9 5.0
64.5 51.9 48.5 54.9 54.9 55.6
38.1 33.7 32.8 34.5 34.5 34.7

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.3 5.7 5.3 6.0 6.0 6.0

earnings 69.5 60.8 58.0 63.0 63.0 63.3
411 36.8 35.8 37.7 377 37.8

New equity 7.3 5.7 5.3 6.0 6.0 6.0
69.5 60.9 58.1 63.0 63.0 63.3
411 36.9 35.8 37.7 37.7 379

Debt 6.3 4.7 4.3 5.0 5.0 5.0
64.6 52.5 48.3 55.7 55.7 56.0
384 34.2 33.2 35.1 35.1 35.2

Mean 6.9 5.3 4.9 5.6 5.6 5.7
67.9 58.3 55.1 60.7 60.7 61.0
40.2 35.9 34.9 36.8 36.8 36.9

C-155

UK



Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.2 7.6 7.1 8.0 8.0 8.0

earnings 45.6 34.4 29.9 37.4 37.4 37.4
37.2 31.7 30.0 32.9 32.9 32.9

New equity 9.2 7.6 7.1 8.0 8.0 8.0
45.6 34.4 29.9 37.4 37.4 37.4
37.2 31.7 30.0 32.9 32.9 32.9

Debt 6.2 4.6 4.1 5.0 5.0 5.0
18.9 -7.7 -20.5 0.0 0.0 -0.2
26.6 21.2 19.5 22.5 22.5 22.5

Mean 8.1 6.6 6.1 6.9 6.9 6.9
38.5 24.0 17.9 27.9 27.9 27.9
33.5 28.0 26.3 29.3 29.3 29.3
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Croatia

Croatia
Corporate level, 2005
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.0 5.8 5.9 6.7 6.5 6.2
earnings 16.1 13.6 14.9 25.8 23.0 19.0
18.8 18.2 18.5 22.0 21.0 19.7
New equity 6.0 5.8 5.9 6.7 6.5 6.2
16.1 13.6 14.9 25.8 23.0 19.0
18.8 18.2 18.5 22.0 21.0 19.7
Debt 4.2 4.0 4.1 5.0 4.8 4.4
-18.5 -23.5 -21.0 0.0 5.2 -12.8
11.9 11.2 11.5 15.0 14.0 12.7
Mean 54 5.2 53 6.1 5.9 5.6
6.6 3.5 5.0 18.4 15.1 10.1
16.4 15.7 16.1 19.5 18.5 17.2
Corporate level, 2006
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.0 5.8 5.9 6.7 6.5 6.2
earnings 16.1 13.6 14.9 25.8 23.0 19.0
18.8 18.2 18.5 22.0 21.0 19.7
New equity 6.0 5.8 5.9 6.7 6.5 6.2
16.1 13.6 14.9 25.8 23.0 19.0
18.8 18.2 18.5 22.0 21.0 19.7
Debt 4.2 4.0 4.1 5.0 4.8 4.4
-18.5 -23.5 -21.0 0.0 5.2 -12.8
11.9 11.2 11.5 15.0 14.0 12.7
Mean 5.4 5.2 53 6.1 5.9 5.6
6.6 3.5 5.0 18.4 15.1 10.1
16.4 15.7 16.1 19.5 18.5 17.2
Corporate level, 2007
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.0 5.8 5.9 6.7 6.5 6.2
earnings 16.1 13.6 14.9 25.8 23.0 19.0
18.8 18.2 18.5 22.0 21.0 19.7
New equity 6.0 5.8 5.9 6.7 6.5 6.2
16.1 13.6 14.9 25.8 23.0 19.0
18.8 18.2 18.5 22.0 21.0 19.7
Debt 4.2 4.0 4.1 5.0 4.8 4.4
-18.5 -23.5 -21.0 0.0 5.2 -12.8
11.9 11.2 11.5 15.0 14.0 12.7
Mean 54 5.2 53 6.1 5.9 5.6
6.6 3.5 5.0 18.4 15.1 10.1
16.4 15.7 16.1 19.5 18.5 17.2
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Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.0 5.8 5.9 6.7 6.5 6.2
earnings 16.1 13.6 14.9 25.8 23.0 19.0
18.8 18.2 18.5 22.0 21.0 19.7
New equity 6.0 5.8 5.9 6.7 6.5 6.2
16.1 13.6 14.9 25.8 23.0 19.0
18.8 18.2 18.5 22.0 21.0 19.7
Debt 4.2 4.0 4.1 5.0 4.8 4.4
-18.5 -23.5 -21.0 0.0 -5.2 -12.8
11.9 11.2 11.5 15.0 14.0 12.7
Mean 5.4 5.2 53 6.1 5.9 5.6
6.6 35 5.0 18.4 15.1 10.1
16.4 15.7 16.1 19.5 18.5 17.2
Shareholder level: top-rate non-qualified shareholder, 2005
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.0 5.8 5.9 6.7 6.5 6.2
earnings 16.1 13.6 14.9 25.8 23.0 19.0
18.8 18.2 18.5 22.0 21.0 19.7
New equity 6.0 5.8 5.9 6.7 6.5 6.2
16.1 13.6 14.9 25.8 23.0 19.0
18.8 18.2 18.5 22.0 21.0 19.7
Debt 4.2 4.0 4.1 5.0 4.8 4.4
-18.5 -23.5 -21.0 0.0 -5.2 -12.8
11.9 11.2 11.5 15.0 14.0 12.7
Mean 5.4 5.2 5.3 6.1 5.9 5.6
6.6 3.5 5.0 18.4 15.1 10.1
16.4 15.7 16.1 19.5 18.5 17.2
Shareholder level: zero-rate shareholder, 2005
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.0 5.8 5.9 6.7 6.5 6.2
earnings 16.1 13.6 14.9 25.8 23.0 19.0
18.8 18.2 18.5 22.0 21.0 19.7
New equity 6.0 5.8 5.9 6.7 6.5 6.2
16.1 13.6 14.9 25.8 23.0 19.0
18.8 18.2 18.5 22.0 21.0 19.7
Debt 4.2 4.0 4.1 5.0 4.8 4.4
-18.5 -23.5 -21.0 0.0 -5.2 -12.8
11.9 11.2 11.5 15.0 14.0 12.7
Mean 5.4 5.2 5.3 6.1 5.9 5.6
6.6 3.5 5.0 18.4 15.1 10.1
16.4 15.7 16.1 19.5 18.5 17.2
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Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.0 5.8 5.9 6.7 6.5 6.2
earnings 16.1 13.6 14.9 25.8 23.0 19.0
18.8 18.2 18.5 22.0 21.0 19.7
New equity 6.0 5.8 5.9 6.7 6.5 6.2
16.1 13.6 14.9 25.8 23.0 19.0
18.8 18.2 18.5 22.0 21.0 19.7
Debt 4.2 4.0 4.1 5.0 4.8 4.4
-18.5 -23.5 -21.0 0.0 -5.2 -12.8
11.9 11.2 11.5 15.0 14.0 12.7
Mean 5.4 5.2 53 6.1 5.9 5.6
6.6 35 5.0 18.4 15.1 10.1
16.4 15.7 16.1 19.5 18.5 17.2
Shareholder level: top-rate non-qualified shareholder, 2007
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.0 5.8 5.9 6.7 6.5 6.2
earnings 16.1 13.6 14.9 25.8 23.0 19.0
18.8 18.2 18.5 22.0 21.0 19.7
New equity 6.0 5.8 5.9 6.7 6.5 6.2
16.1 13.6 14.9 25.8 23.0 19.0
18.8 18.2 18.5 22.0 21.0 19.7
Debt 4.2 4.0 4.1 5.0 4.8 4.4
-18.5 -23.5 -21.0 0.0 -5.2 -12.8
11.9 11.2 11.5 15.0 14.0 12.7
Mean 5.4 5.2 5.3 6.1 5.9 5.6
6.6 3.5 5.0 18.4 15.1 10.1
16.4 15.7 16.1 19.5 18.5 17.2
Shareholder level: zero-rate shareholder, 2007
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.0 5.8 5.9 6.7 6.5 6.2
earnings 16.1 13.6 14.9 25.8 23.0 19.0
18.8 18.2 18.5 22.0 21.0 19.7
New equity 6.0 5.8 5.9 6.7 6.5 6.2
16.1 13.6 14.9 25.8 23.0 19.0
18.8 18.2 18.5 22.0 21.0 19.7
Debt 4.2 4.0 4.1 5.0 4.8 4.4
-18.5 -23.5 -21.0 0.0 -5.2 -12.8
11.9 11.2 11.5 15.0 14.0 12.7
Mean 5.4 5.2 5.3 6.1 5.9 5.6
6.6 3.5 5.0 18.4 15.1 10.1
16.4 15.7 16.1 19.5 18.5 17.2
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Norway

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 7.4 7.3 7.7 7.7 7.5

earnings 30.4 32.3 31.4 35.1 35.1 32.9
28.8 29.6 29.3 30.7 30.7 29.8

New equity 7.2 7.4 7.3 7.7 7.7 7.5
30.4 32.3 31.4 35.1 35.1 32.9
28.8 29.6 29.3 30.7 30.7 29.8

Debt 4.5 4.7 4.6 5.0 5.0 4.7
-11.9 -7.0 -9.0 0.0 0.0 -5.4
19.1 19.8 19.5 21.0 21.0 20.1

Mean 6.2 6.4 6.3 6.8 6.8 6.5
19.8 22.3 21.2 26.0 26.0 23.1
254 26.2 25.8 27.3 27.3 26.4

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.4 6.6 6.5 6.9 6.9 6.7

earnings 21.6 24.0 23.0 27.6 27.6 24.8
26.0 26.7 26.4 27.9 27.9 26.9

New equity 6.4 6.6 6.5 6.9 6.9 6.7
21.6 24.0 23.0 27.6 27.6 24.8
26.0 26.7 26.4 27.9 27.9 26.9

Debt 4.5 4.7 4.6 5.0 5.0 4.7
-11.9 -7.0 9.0 0.0 0.0 -5.4
19.1 19.8 19.5 21.0 21.0 20.1

Mean 5.7 5.9 5.8 6.2 6.2 6.0
12.4 15.4 14.2 19.9 19.9 16.5
23.6 24.3 24.0 25.5 25.5 24.5

Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.4 6.6 6.5 6.9 6.9 6.7

earnings 21.6 24.0 23.0 27.6 27.6 24.8
26.0 26.7 26.4 27.9 27.9 26.9

New equity 6.4 6.6 6.5 6.9 6.9 6.7
21.6 24.0 23.0 27.6 27.6 24.8
26.0 26.7 26.4 27.9 27.9 26.9

Debt 4.5 4.7 4.6 5.0 5.0 4.7
-11.9 -7.0 -9.0 0.0 0.0 -5.4
19.1 19.8 19.5 21.0 21.0 20.1

Mean 5.7 5.9 5.8 6.2 6.2 6.0
12.4 15.4 14.2 19.9 19.9 16.5
23.6 24.3 24.0 25.5 25.5 24.5
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Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.6 5.8 5.7 6.1 6.1 5.9

earnings 64.8 65.9 65.6 67.6 67.6 66.3
22.6 23.3 23.1 24.4 24.4 23.5

New equity 4.0 4.2 4.1 4.5 4.5 4.3
50.7 52.8 52.1 56.0 56.0 53.6
16.8 17.4 17.2 18.5 18.5 17.7

Debt 4.5 4.7 4.6 5.0 5.0 4.8
56.3 58.0 57.5 60.5 60.5 58.6
18.6 19.3 19.1 20.4 20.4 19.6

Mean 5.1 5.2 52 5.5 5.5 53
61.1 62.4 62.0 64.5 64.5 62.9
20.6 21.3 21.1 22.4 224 21.6

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.6 5.8 5.7 6.1 6.1 5.9

earnings 64.8 65.9 65.6 67.6 67.6 66.3
22.6 23.3 231 24.4 24.4 23.5

New equity 4.0 4.2 4.1 4.5 4.5 43
50.7 52.8 52.1 56.0 56.0 53.6
16.8 17.4 17.2 18.5 18.5 17.7

Debt 4.5 4.7 4.6 5.0 5.0 4.8
56.3 58.0 57.5 60.5 60.5 58.6
18.6 19.3 19.1 20.4 20.4 19.6

Mean 5.1 5.2 52 5.5 5.5 5.3
61.1 62.4 62.0 64.5 64.5 62.9
20.6 21.3 211 224 22.4 21.6

Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 7.2 7.4 7.3 7.7 7.7 7.5

earnings 30.4 32.3 314 35.1 35.1 32.9
28.8 29.6 29.3 30.7 30.7 29.8

New equity 7.2 7.4 7.3 7.7 7.7 7.5
30.4 32.3 314 35.1 35.1 32.9
28.8 29.6 29.3 30.7 30.7 29.8

Debt 4.5 4.7 4.6 5.0 5.0 4.7
-11.9 -7.0 -9.0 0.0 0.0 -5.4
19.1 19.8 19.5 21.0 21.0 20.1

Mean 6.2 6.4 6.3 6.8 6.8 6.5
19.8 22.3 21.2 26.0 26.0 23.1
254 26.2 25.8 27.3 27.3 26.4

C-1061

Norway



Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 52 5.4 5.3 5.7 5.7 5.4

earnings 61.9 63.1 62.7 65.2 65.2 63.7
36.2 36.7 36.5 37.5 37.5 36.9

New equity 6.1 6.3 6.2 6.6 6.6 6.4
67.7 68.6 68.3 70.1 70.1 69.0
38.7 39.2 39.0 40.0 40.0 394

Debt 4.5 4.7 4.6 5.0 5.0 4.8
56.2 57.9 57.4 60.5 60.5 58.6
34.5 35.0 34.8 35.8 35.8 35.2

Mean 5.0 5.2 5.2 5.5 5.5 5.3
60.8 62.2 61.7 64.3 64.3 62.7
35.9 36.3 36.2 37.2 37.2 36.5

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.2 5.4 5.3 5.7 5.7 5.4

earnings 61.9 63.1 62.7 65.2 065.2 63.7
36.2 36.7 36.5 37.5 37.5 36.9

New equity 6.1 6.3 6.2 0.6 6.6 6.4
67.7 68.6 68.3 70.1 70.1 69.0
38.7 39.2 39.0 40.0 40.0 39.4

Debt 4.5 4.7 4.6 5.0 5.0 4.8
56.2 57.9 57.4 60.5 60.5 58.6
34.5 35.0 34.8 35.8 35.8 35.2

Mean 5.0 5.2 5.2 5.5 5.5 5.3
60.8 62.2 61.7 64.3 64.3 62.7
35.9 36.3 36.2 37.2 37.2 36.5

Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.4 6.6 6.5 6.9 6.9 6.7

earnings 21.6 24.0 23.0 27.6 27.6 24.8
26.0 26.7 26.4 27.9 27.9 26.9

New equity 6.4 6.6 6.5 6.9 6.9 6.7
21.6 24.0 23.0 27.6 27.6 24.8
26.0 26.7 26.4 27.9 27.9 26.9

Debt 4.5 4.7 4.6 5.0 5.0 4.7
-11.9 -7.0 -9.0 0.0 0.0 -5.4
19.1 19.8 19.5 21.0 21.0 20.1

Mean 5.7 5.9 5.8 6.2 6.2 6.0
12.4 15.4 14.2 19.9 19.9 16.5
23.6 24.3 24.0 25.5 25.5 24.5

C-162

Norway



Switzerland

Switzerland
Corporate level, 2005
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.2 6.0 6.3 7.1 6.5 6.4
earnings 19.6 16.9 21.3 29.3 23.5 22.3
20.8 20.0 21.3 24.1 22.0 21.6
New equity 6.2 6.0 6.3 7.1 6.5 6.4
19.6 16.9 21.3 29.3 23.5 22.3
20.8 20.0 21.3 24.1 22.0 21.6
Debt 4.1 3.9 4.3 5.0 4.5 4.4
-20.6 -26.7 -16.8 0.0 -11.9 -14.5
12.6 11.8 13.2 16.0 13.9 13.5
Mean 5.5 5.3 5.6 6.3 5.8 5.7
8.9 5.5 111 21.2 14.0 12.5
17.9 17.1 18.5 21.3 19.2 18.8
Corporate level, 2006
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.2 6.0 6.3 7.1 6.5 6.4
earnings 19.6 16.9 21.3 29.3 23.5 22.3
20.8 20.0 21.3 24.1 22.0 21.6
New equity 6.2 6.0 6.3 7.1 6.5 6.4
19.6 16.9 21.3 29.3 23.5 22.3
20.8 20.0 21.3 24.1 22.0 21.6
Debt 4.1 3.9 4.3 5.0 4.5 4.4
-20.6 -26.7 -16.8 0.0 -11.9 -14.5
12.6 11.8 13.2 16.0 13.9 13.5
Mean 55 5.3 5.6 6.3 5.8 5.7
8.9 5.5 1.1 21.2 14.0 12.5
17.9 171 18.5 21.3 19.2 18.8
Corporate level, 2007
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.2 6.0 6.3 7.1 6.5 6.4
earnings 19.6 16.9 21.3 29.3 23.5 22.3
20.8 20.0 21.3 24.1 22.0 21.6
New equity 6.2 6.0 6.3 7.1 6.5 6.4
19.6 16.9 21.3 29.3 23.5 22.3
20.8 20.0 21.3 24.1 22.0 21.6
Debt 4.1 3.9 4.3 5.0 4.5 4.4
-20.6 -26.7 -16.8 0.0 -11.9 -14.5
12.6 11.8 13.2 16.0 13.9 13.5
Mean 5.5 5.3 5.6 6.3 5.8 5.7
8.9 5.5 111 21.2 14.0 12.5
17.9 171 18.5 21.3 19.2 18.8

C-163




Shareholder level: top-rate qualified shareholder, 2005

Switzerland

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 2.9 2.8 3.0 35 3.0 3.0

earnings 46.5 45.7 49.4 56.1 48.2 49.5
33.7 33.6 34.1 35.2 33.9 34.1

New equity 6.4 6.4 6.6 7.1 6.5 6.6
76.2 76.0 76.8 78.3 76.5 76.8
42.3 42.2 42.7 43.8 42.5 42.7

Debt 4.4 4.3 4.5 5.0 4.5 4.5
64.9 64.6 66.2 69.3 65.7 66.2
373 37.2 37.7 38.8 37.6 37.7

Mean 3.7 3.7 3.9 4.4 3.8 3.9
59.1 58.6 60.8 65.0 60.1 60.9
35.8 35.7 36.2 373 36.1 36.2

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 2.9 2.8 3.0 3.5 3.0 3.0

earnings 46.5 45.7 49.4 56.1 48.2 49.5
33.7 33.6 34.1 35.2 33.9 34.1

New equity 6.4 6.4 6.6 7.1 6.5 6.6
76.2 76.0 76.8 78.3 76.5 76.8
423 42.2 42.7 43.8 42.5 42.7

Debt 4.4 4.3 4.5 5.0 4.5 4.5
64.9 64.6 66.2 69.3 065.7 66.2
37.3 37.2 37.7 38.8 37.6 37.7

Mean 3.7 3.7 3.9 4.4 3.8 3.9
59.1 58.6 60.8 65.0 60.1 60.9
35.8 35.7 36.2 373 36.1 36.2

Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.2 6.0 6.3 7.1 6.5 6.4

earnings 19.6 16.9 213 29.3 23.5 22.3
20.8 20.0 213 24.1 22.0 21.6

New equity 6.2 6.0 6.3 7.1 6.5 6.4
19.6 16.9 21.3 29.3 23.5 22.3
20.8 20.0 213 24.1 22.0 21.6

Debt 4.1 3.9 4.3 5.0 4.5 4.4
-20.6 -26.7 -16.8 0.0 -11.9 -14.5
12.6 11.8 13.2 16.0 13.9 13.5

Mean 5.5 5.3 5.6 6.3 5.8 5.7

8.9 5.5 11.1 21.2 14.0 12.5

17.9 17.1 18.5 21.3 19.2 18.8
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Shareholder level: top-rate qualified shareholder, 2007

Switzerland

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 2.9 2.8 3.0 35 3.0 3.0

earnings 46.5 45.7 49.4 56.1 48.2 49.5
33.7 33.6 34.1 35.2 33.9 34.1

New equity 6.4 6.4 6.6 7.1 6.5 6.6
76.2 76.0 76.8 78.3 76.5 76.8
42.3 42.2 42.7 43.8 42.5 42.7

Debt 4.4 4.3 4.5 5.0 4.5 4.5
64.9 64.6 66.2 69.3 65.7 66.2
373 37.2 37.7 38.8 37.6 37.7

Mean 3.7 3.7 3.9 4.4 3.8 3.9
59.1 58.6 60.8 65.0 60.1 60.9
35.8 35.7 36.2 373 36.1 36.2

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 2.9 2.8 3.0 3.5 3.0 3.0

earnings 46.5 45.7 49.4 56.1 48.2 49.5
33.7 33.6 34.1 35.2 33.9 34.1

New equity 6.4 6.4 6.6 7.1 6.5 6.6
76.2 76.0 76.8 78.3 76.5 76.8
423 42.2 42.7 43.8 42.5 42.7

Debt 4.4 4.3 4.5 5.0 4.5 4.5
64.9 64.6 66.2 69.3 065.7 66.2
37.3 37.2 37.7 38.8 37.6 37.7

Mean 3.7 3.7 3.9 4.4 3.8 3.9
59.1 58.6 60.8 65.0 60.1 60.9
35.8 35.7 36.2 373 36.1 36.2

Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.2 6.0 6.3 7.1 6.5 6.4

earnings 19.6 16.9 213 29.3 23.5 22.3
20.8 20.0 213 24.1 22.0 21.6

New equity 6.2 6.0 6.3 7.1 6.5 6.4
19.6 16.9 21.3 29.3 23.5 22.3
20.8 20.0 213 24.1 22.0 21.6

Debt 4.1 3.9 4.3 5.0 4.5 4.4
-20.6 -26.7 -16.8 0.0 -11.9 -14.5
12.6 11.8 13.2 16.0 13.9 13.5

Mean 5.5 5.3 5.6 6.3 5.8 5.7

8.9 5.5 11.1 21.2 14.0 12.5

17.9 17.1 18.5 21.3 19.2 18.8

C-165




Turkey

Turkey

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.2 7.8 6.8 8.0 7.6 7.3

earnings 18.8 36.3 26.3 374 33.9 31.2
26.6 325 28.7 329 315 30.4

New equity 6.2 7.8 6.8 8.0 7.6 7.3
18.8 36.3 26.3 374 33.9 31.2
26.6 325 28.7 329 315 30.4

Debt 3.2 4.9 3.8 5.0 4.6 4.3
-57.7 -2.8 -31.7 0.0 -9.2 -16.8
16.1 22.0 18.3 22.5 21.0 20.0

Mean 5.1 6.8 5.7 6.9 6.5 6.2
2.2 26.5 12.8 27.9 233 19.6
22.9 28.8 25.1 29.3 27.8 26.8

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.8 6.7 6.0 6.7 6.5 6.3

earnings 13.3 24.9 17.2 25.8 23.0 211
18.1 21.6 19.2 22.0 21.0 20.4

New equity 5.8 6.7 6.0 6.7 6.5 6.3
13.3 24.9 17.2 25.8 23.0 211
18.1 21.6 19.2 22.0 21.0 20.4

Debt 4.0 4.9 4.3 5.0 4.8 4.6
-24.2 -1.6 -16.3 0.0 -5.2 -8.7
11.1 14.7 12.2 15.0 14.0 13.4

Mean 5.2 6.1 5.4 6.1 5.9 5.7
31 17.4 7.9 18.4 15.1 12.8
15.6 19.2 16.7 19.5 18.5 17.9

C-166



Turkey

Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 5.8 6.7 6.0 6.7 6.5 6.3

earnings 13.9 24.9 17.2 25.8 23.0 21.2
18.2 21.6 19.2 22.0 21.0 20.4

New equity 5.8 6.7 6.0 6.7 6.5 6.3
13.9 24.9 17.2 25.8 23.0 21.2
18.2 21.6 19.2 22.0 21.0 20.4

Debt 4.1 49 4.3 5.0 4.8 4.6
-23.0 -1.6 -16.3 0.0 5.2 -8.5
11.3 14.7 12.2 15.0 14.0 13.4

Mean 52 6.1 54 6.1 5.9 5.7

3.8 17.4 7.9 18.4 15.1 12.9

15.8 19.2 16.7 19.5 18.5 18.0

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 2.9 3.9 3.2 4.0 3.6 3.5

earnings 232 42.9 311 44.7 38.2 37.0
25.8 28.6 26.7 29.0 27.8 27.6

New equity 4.4 5.4 4.7 5.5 5.1 5.0
49.4 58.8 53.0 59.7 56.4 55.8
30.1 32.9 31.0 33.3 321 319

Debt 39 4.9 4.2 5.0 4.6 4.5
429 54.6 47.4 55.7 51.6 50.9
28.6 31.5 29.6 31.9 30.6 30.4

Mean 34 4.4 3.7 4.5 4.1 4.0
34.5 49.4 40.4 50.8 45.7 44.8
27.2 30.1 28.2 30.4 29.2 29.0

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 2.9 3.9 3.2 4.0 3.6 3.5

earnings 23.2 42.9 31.1 44.7 38.2 37.0
25.8 28.6 26.7 29.0 27.8 27.6

New equity 4.4 5.4 4.7 5.5 5.1 5.0
49.4 58.8 53.0 59.7 56.4 55.8
30.1 32.9 31.0 33.3 32.1 31.9

Debt 3.9 49 4.2 5.0 4.6 4.5
429 54.6 474 55.7 51.6 50.9
28.6 31.5 29.6 31.9 30.6 30.4

Mean 34 44 3.7 45 4.1 4.0
34.5 49.4 40.4 50.8 45.7 44.8
27.2 30.1 28.2 30.4 29.2 29.0

C-167



Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 6.2 7.8 6.8 8.0 7.6 7.3
earnings 18.8 36.3 26.3 374 33.9 31.2
26.6 325 28.7 329 315 30.4
New equity 6.2 7.8 6.8 8.0 7.6 7.3
18.8 36.3 26.3 374 33.9 31.2
26.6 325 28.7 329 315 30.4
Debt 3.2 4.9 3.8 5.0 4.6 4.3
-57.7 -2.8 -31.7 0.0 -9.2 -16.8
16.1 22.0 18.3 22.5 21.0 20.0
Mean 5.1 6.8 5.7 6.9 6.5 6.2
2.2 26.5 12.8 27.9 233 19.6
22.9 28.8 25.1 29.3 27.8 26.8
Shareholder level: top-rate qualified shareholder, 2007
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 4.6 5.4 4.8 5.4 5.2 5.1
earnings 14.8 26.1 17.9 27.2 23.8 223
23.8 26.2 24.4 26.5 25.6 253
New equity 6.2 6.9 6.4 7.0 6.8 6.7
36.4 42.9 38.1 43.5 41.5 40.6
29.1 31.4 29.6 31.7 30.9 30.5
Debt 4.2 4.9 4.4 5.0 4.8 4.7
6.0 19.6 9.8 20.9 16.8 15.0
224 24.7 23.0 25.0 24.2 23.8
Mean 4.6 5.4 4.8 5.4 5.2 5.1
14.9 26.2 18.0 273 23.8 223
23.8 26.2 24.4 26.5 25.7 253
Shareholder level: top-rate non-qualified shareholder, 2007
Cost of capital Industrial Intangibles Machinery Financial Inventory Mean
EMTR buildings assets
EATR
%
Retained 4.6 5.4 4.8 5.4 5.2 5.1
earnings 14.8 26.1 17.9 27.2 23.8 22.3
23.8 26.2 24.4 26.5 25.6 25.3
New equity 6.2 6.9 6.4 7.0 6.8 6.7
36.4 42.9 38.1 43.5 41.5 40.6
29.1 314 29.6 31.7 30.9 30.5
Debt 4.2 4.9 4.4 5.0 4.8 4.7
6.0 19.6 9.8 20.9 16.8 15.0
22.4 24.7 23.0 25.0 24.2 23.8
Mean 4.6 5.4 4.8 5.4 5.2 5.1
14.9 26.2 18.0 27.3 23.8 22.3
23.8 26.2 24.4 26.5 25.7 25.3

C-168




Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 4.6 5.4 4.8 5.4 52 5.1

earnings 14.8 26.1 17.9 27.2 23.8 22.3
13.0 15.8 13.7 16.2 15.2 14.8

New equity 4.6 5.4 4.8 5.4 52 5.1
14.8 26.1 17.9 27.2 23.8 22.3
13.0 15.8 13.7 16.2 15.2 14.8

Debt 4.2 49 4.4 5.0 4.8 4.7
6.0 19.6 9.8 20.9 16.8 15.0
11.2 14.1 11.9 14.4 13.4 13.0

Mean 4.5 5.2 4.7 53 5.0 4.9
11.9 24.0 15.2 25.1 21.5 19.9
12.3 15.2 13.1 15.5 14.5 14.1

C-169

Turkey



Canada

Corporate level, 2000

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 19.1 9.2 9.1 10.7 9.9 11.6

earnings 73.8 45.7 45.1 53.3 49.7 56.9
72.5 44.6 44.3 48.8 46.6 51.4

New equity 19.1 9.2 9.1 10.7 9.9 11.6
73.8 45.7 45.1 53.3 49.7 56.9
72.5 44.6 44.3 48.8 46.6 51.4

Debt 13.4 3.8 3.7 53 4.5 6.2
62.8 -31.3 -34.5 5.8 -10.0 18.8
56.5 29.4 29.1 33.6 31.4 36.0

Mean 171 7.3 7.2 8.8 8.1 9.7
70.8 31.7 30.8 43.3 37.9 48.5
66.9 39.2 39.0 43.5 41.3 46.0

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 13.4 8.2 8.1 9.3 8.7 9.5

earnings 62.8 38.8 38.3 46.0 42.6 47.5
54.0 37.2 37.0 40.7 38.9 41.6

New equity 13.4 8.2 8.1 9.3 8.7 9.5
62.8 38.8 38.3 46.0 42.6 47.5
54.0 37.2 37.0 40.7 38.9 41.6

Debt 9.4 4.2 4.2 53 4.8 5.6
46.6 -18.5 -20.4 5.9 -5.0 10.1
41.0 24.6 24.4 28.1 26.3 28.9

Mean 12.0 6.8 6.7 7.9 7.3 8.1
58.4 26.3 25.6 36.5 31.7 38.6
49.5 32.8 32.6 36.3 34.5 37.1

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 12.9 8.2 8.1 9.3 8.7 9.4

earnings 61.3 38.8 38.3 46.0 42.6 47.0
52.3 37.2 37.0 40.7 38.9 41.2

New equity 12.9 8.2 8.1 9.3 8.7 9.4
61.3 38.8 38.3 46.0 42.6 47.0
52.3 37.2 37.0 40.7 38.9 41.2

Debt 8.9 4.2 4.2 53 4.8 5.5
435 -18.5 -20.4 5.9 -5.0 8.4
39.4 24.6 24.4 28.1 26.3 28.6

Mean 11.5 6.8 6.7 7.9 7.3 8.0
56.5 26.3 25.6 36.5 31.7 37.8
47.8 32.8 32.6 36.3 34.5 36.8

C-170




Canada

Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 12.9 8.1 6.9 9.2 8.7 9.2

earnings 61.1 38.6 27.7 45.9 424 45.5
52.2 37.1 33.2 40.6 38.8 40.4

New equity 12.9 8.1 6.9 9.2 8.7 9.2
61.1 38.6 27.7 45.9 42.4 45.5
52.2 37.1 33.2 40.6 38.8 40.4

Debt 8.8 4.2 3.0 53 4.7 5.2
43.3 -19.1 -68.1 5.5 -5.5 3.9
39.3 24.5 20.6 28.0 26.3 27.7

Mean 11.5 6.8 5.5 7.9 7.3 7.8
56.3 26.0 9.7 36.3 31.5 35.7
47.7 32.7 28.8 36.2 34.4 36.0

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.6 4.6 4.6 5.4 4.8 5.8

earnings 81.5 61.4 61.1 67.1 63.3 69.4
51.6 40.4 40.3 421 40.9 43.1

New equity 11.1 6.1 6.0 6.9 6.3 7.3
84.1 70.9 70.7 74.2 71.9 75.7
55.0 43.7 43.6 45.5 44.2 46.4

Debt 9.5 4.5 4.5 5.3 4.8 5.7
81.4 60.9 60.6 66.7 62.8 69.1
51.4 40.3 40.2 42.0 40.8 42.9

Mean 9.7 4.7 4.7 5.5 4.9 5.9
81.8 62.5 62.2 67.8 64.2 70.1
51.9 40.7 40.6 424 41.2 434

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.6 4.6 4.6 5.4 4.8 5.8

earnings 81.5 61.4 61.1 67.1 63.3 69.4
51.6 40.4 40.3 421 40.9 43.1

New equity 11.1 6.1 6.0 6.9 6.3 7.3
84.1 70.9 70.7 74.2 71.9 75.7
55.0 43.7 43.6 45.5 44.2 46.4

Debt 9.5 4.5 4.5 53 4.8 5.7
81.4 60.9 60.6 66.7 62.8 69.1
51.4 40.3 40.2 42.0 40.8 42.9

Mean 9.7 4.7 4.7 5.5 4.9 5.9
81.8 62.5 62.2 67.8 64.2 70.1
51.9 40.7 40.6 424 41.2 434
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Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 13.4 8.2 8.1 9.3 8.7 9.5

earnings 62.8 38.8 38.3 46.0 42.6 47.5
54.0 37.2 37.0 40.7 38.9 41.6

New equity 13.4 8.2 8.1 9.3 8.7 9.5
62.8 38.8 38.3 46.0 42.6 47.5
54.0 37.2 37.0 40.7 38.9 41.6

Debt 9.4 4.2 4.2 53 4.8 5.6
46.6 -18.5 -20.4 5.9 -5.0 10.1
41.0 24.6 24.4 28.1 26.3 28.9

Mean 12.0 6.8 6.7 7.9 7.3 8.1
58.4 26.3 25.6 36.5 31.7 38.6
49.5 32.8 32.6 36.3 34.5 371

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.0 4.6 3.8 5.4 4.8 5.5

earnings 80.4 61.2 53.2 66.9 63.1 67.8
479 37.0 35.0 389 37.5 39.3

New equity 9.8 5.3 4.5 6.1 5.5 6.2
81.9 66.6 60.8 70.9 68.0 71.6
49.8 38.8 36.8 40.7 39.3 411

Debt 9.0 4.5 3.7 5.3 4.7 5.4
80.2 60.7 52.4 66.6 62.7 67.5
47.8 36.8 34.9 38.7 374 39.1

Mean 9.1 4.6 3.8 5.4 4.8 5.6
80.5 61.7 53.8 67.3 63.5 68.1
48.1 37.1 35.1 39.0 37.7 39.4

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.0 4.6 3.8 5.4 4.8 5.5

earnings 80.4 61.2 53.2 66.9 63.1 67.8
479 37.0 35.0 38.9 37.5 39.3

New equity 9.8 5.3 4.5 6.1 5.5 6.2
81.9 66.6 60.8 70.9 68.0 71.6
49.8 38.8 36.8 40.7 39.3 41.1

Debt 9.0 4.5 3.7 53 4.7 5.4
80.2 60.7 52.4 66.6 62.7 67.5
47.8 36.8 34.9 38.7 374 39.1

Mean 9.1 4.6 3.8 5.4 4.8 5.6
80.5 61.7 53.8 67.3 63.5 68.1
48.1 371 35.1 39.0 37.7 394
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Canada

Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 12.9 8.1 6.9 9.2 8.7 9.2

earnings 61.1 38.6 27.7 45.9 42.4 45.5
52.2 37.1 33.2 40.6 38.8 40.4

New equity 12.9 8.1 6.9 9.2 8.7 9.2
61.1 38.6 27.7 45.9 42.4 45.5
52.2 37.1 33.2 40.6 38.8 40.4

Debt 8.8 4.2 3.0 53 4.7 5.2
43.3 -19.1 -68.1 5.5 -5.5 3.9
39.3 24.5 20.6 28.0 26.3 27.7

Mean 11.5 6.8 55 7.9 7.3 7.8
56.3 26.0 9.7 36.3 31.5 35.7
47.7 32.7 28.8 36.2 34.4 36.0
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Japan

Japan

Corporate level, 2000

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 10.6 10.2 10.6 11.5 10.1 10.6

earnings 52.8 51.1 52.9 56.4 50.3 52.8
47.7 46.6 47.7 50.2 46.1 47.7

New equity 10.6 10.2 10.6 11.5 10.1 10.6
52.9 51.2 53.0 56.5 50.4 52.9
47.8 46.6 47.8 50.3 46.2 47.7

Debt 5.6 5.2 5.6 6.4 5.0 5.5
10.0 34 10.2 22.2 0.4 9.9
33.0 31.9 33.1 35.6 31.5 33.0

Mean 8.8 8.5 8.8 9.7 8.3 8.8
434 40.9 43.5 48.5 39.7 43.4
42.6 41.5 42.6 45.1 41.0 425

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 10.4 10.1 10.4 11.3 9.9 10.4

earnings 52.1 50.3 52.1 55.6 49.5 52.0
46.7 45.6 46.7 49.1 45.1 46.6

New equity 10.4 10.1 10.4 11.3 9.9 10.4
52.1 50.3 52.1 55.6 49.5 52.0
46.7 45.6 46.7 49.1 45.1 46.6

Debt 5.6 53 5.6 6.5 5.1 5.6
11.4 5.0 11.4 22.6 2.2 1.1
32.5 31.4 32.5 34.9 30.9 32.4

Mean 8.8 8.4 8.8 9.6 8.2 8.7
429 40.4 42.9 47.8 39.3 42.8
41.7 40.6 41.7 441 40.1 41.7

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 10.4 10.1 10.4 11.3 9.9 10.4

earnings 52.1 50.3 52.1 55.6 49.5 52.0
46.7 45.6 46.7 49.1 45.1 46.6

New equity 10.4 10.1 10.4 11.3 9.9 10.4
52.1 50.3 52.1 55.6 49.5 52.0
46.7 45.6 46.7 49.1 45.1 46.6

Debt 5.6 53 5.6 6.5 5.1 5.6
11.4 5.0 11.4 22.6 2.2 11.1
32.5 31.4 32.5 34.9 30.9 32.4

Mean 8.8 8.4 8.8 9.6 8.2 8.7
429 40.4 429 47.8 39.3 42.8
41.7 40.6 41.7 44.1 40.1 41.7
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Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 10.4 10.1 10.4 11.3 9.9 10.4

earnings 52.1 50.3 52.1 55.6 49.5 52.0
46.7 45.6 46.7 49.1 45.1 46.6

New equity 10.4 10.1 10.4 11.3 9.9 10.4
52.1 50.3 52.1 55.6 49.5 52.0
46.7 45.6 46.7 49.1 45.1 46.6

Debt 5.6 53 5.6 6.5 5.1 5.6
11.4 5.0 11.4 22.6 2.2 11.1
32.5 31.4 32.5 34.9 30.9 32.4

Mean 8.8 8.4 8.8 9.6 8.2 8.7
42.9 40.4 42.9 47.8 39.3 42.8
41.7 40.6 41.7 44.1 40.1 41.7

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.5 9.1 9.5 10.3 8.9 9.5

earnings 61.9 60.5 62.0 64.9 59.6 61.9
57.3 56.8 57.4 58.7 56.4 57.3

New equity 15.4 15.1 15.4 16.2 14.9 15.4
76.6 76.1 76.6 77.8 75.7 76.6
67.3 66.7 67.4 68.6 66.4 67.3

Debt 5.7 5.3 5.7 6.5 5.1 5.7
36.2 32.3 36.6 44.2 29.5 36.2
50.9 50.4 51.0 52.3 50.0 50.9

Mean 8.7 8.4 8.8 9.5 8.2 8.7
58.7 57.0 58.8 62.2 55.9 58.6
56.1 55.5 56.1 57.4 55.2 56.1

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.5 9.1 9.5 10.3 8.9 9.5

earnings 61.9 60.5 62.0 64.9 59.6 61.9
57.3 56.8 57.4 58.7 56.4 57.3

New equity 15.4 15.1 15.4 16.2 14.9 15.4
76.6 76.1 76.6 77.8 75.7 76.6
67.3 66.7 67.4 68.6 66.4 67.3

Debt 5.7 5.3 5.7 6.5 5.1 5.7
36.2 32.3 36.6 44.2 29.5 36.2
50.9 50.4 51.0 52.3 50.0 50.9

Mean 8.7 8.4 8.8 9.5 8.2 8.7
58.7 57.0 58.8 62.2 55.9 58.6
56.1 55.5 56.1 57.4 55.2 56.1
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Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.5 9.1 9.5 10.3 8.9 9.5

earnings 61.9 60.5 62.0 64.9 59.6 61.9
43.6 42.6 43.7 46.0 42.0 43.6

New equity 8.1 7.8 8.1 8.9 7.5 8.1
55.4 53.5 55.6 59.4 52.2 55.3
39.5 38.5 39.6 41.9 37.9 39.5

Debt 5.7 53 5.7 6.5 5.1 5.7
36.2 32.3 36.6 44.2 29.5 36.2
32.3 31.3 324 34.7 30.7 32.3

Mean 8.0 7.7 8.0 8.8 7.5 8.0
54.9 52.9 55.1 59.0 51.6 54.8
39.2 38.3 39.4 41.7 37.6 39.2

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.5 9.1 9.5 10.3 8.9 9.5

earnings 61.9 60.5 62.0 64.9 59.6 61.9
57.3 56.8 57.4 58.7 56.4 57.3

New equity 15.4 15.1 15.4 16.2 14.9 15.4
76.6 76.1 76.6 77.8 75.7 76.6
67.3 66.7 67.4 68.6 66.4 67.3

Debt 5.7 5.3 5.7 6.5 5.1 5.7
36.2 32.3 36.6 44.2 29.5 36.2
50.9 50.4 51.0 52.3 50.0 50.9

Mean 8.7 8.4 8.8 9.5 8.2 8.7
58.7 57.0 58.8 62.2 55.9 58.6
56.1 55.5 56.1 57.4 55.2 56.1

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.5 9.1 9.5 10.3 8.9 9.5

earnings 61.9 60.5 62.0 64.9 59.6 61.9
57.3 56.8 57.4 58.7 56.4 57.3

New equity 15.4 15.1 15.4 16.2 14.9 15.4
76.6 76.1 76.6 77.8 75.7 76.6
67.3 66.7 67.4 68.6 66.4 67.3

Debt 5.7 5.3 5.7 6.5 5.1 5.7
36.2 32.3 36.6 44.2 29.5 36.2
50.9 50.4 51.0 52.3 50.0 50.9

Mean 8.7 8.4 8.8 9.5 8.2 8.7
58.7 57.0 58.8 62.2 55.9 58.6
56.1 55.5 56.1 57.4 55.2 56.1
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Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.5 9.1 9.5 10.3 8.9 9.5

earnings 61.9 60.5 62.0 64.9 59.6 61.9
43.6 42.6 43.7 46.0 42.0 43.6

New equity 8.1 7.8 8.1 8.9 7.5 8.1
55.4 53.5 55.6 59.4 52.2 55.3
39.5 38.5 39.6 41.9 37.9 39.5

Debt 5.7 5.3 5.7 6.5 5.1 5.7
36.2 32.3 36.6 44.2 29.5 36.2
32.3 31.3 32.4 34.7 30.7 32.3

Mean 8.0 7.7 8.0 8.8 7.5 8.0
54.9 52.9 55.1 59.0 51.6 54.8
39.2 38.3 39.4 41.7 37.6 39.2
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United States

Corporate level, 2000

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.8 10.6 9.3 9.8 8.4 9.6

earnings 48.7 52.6 46.4 48.9 40.8 47.8
44.6 47.0 434 44.7 40.8 44.1

New equity 9.8 10.6 9.3 9.8 8.4 9.6
48.7 52.6 46.4 48.9 40.8 47.8
44.6 47.0 434 44.7 40.8 44.1

Debt 4.9 5.8 4.5 5.0 3.7 4.8
-1.2 13.3 -10.6 0.0 -36.9 -4.7
30.4 32.8 29.1 30.6 26.6 29.9

Mean 8.1 8.9 7.6 8.1 6.8 7.9
38.0 43.7 34.6 38.4 26.1 36.7
39.7 42.0 38.4 39.8 35.8 39.1

Corporate level, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.5 10.3 9.2 9.5 8.3 9.4

earnings 47.6 51.3 45.4 47.6 39.5 46.6
434 45.6 42.2 43.4 39.5 42.8

New equity 9.5 10.3 9.2 9.5 8.3 9.4
47.6 51.3 45.4 47.6 39.5 46.6
434 45.6 42.2 43.4 39.5 42.8

Debt 5.0 5.7 4.6 5.0 3.7 4.8
-0.6 12.7 9.3 0.0 -34.5 -4.2
29.6 31.8 28.4 29.6 25.8 29.0

Mean 7.9 8.7 7.6 8.0 6.7 7.8
37.1 42.4 33.8 37.2 25.1 35.6
38.5 40.8 37.4 38.6 34.7 38.0

Corporate level, 2006

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.5 10.3 9.2 9.5 8.3 9.4

earnings 47.6 51.3 454 47.6 39.5 46.6
434 45.6 422 43.4 39.5 42.8

New equity 9.5 10.3 9.2 9.5 8.3 9.4
47.6 51.3 454 47.6 39.5 46.6
434 45.6 422 43.4 39.5 42.8

Debt 5.0 5.7 4.6 5.0 3.7 4.8
-0.6 12.7 -9.3 0.0 -34.5 -4.2
29.6 31.8 28.4 29.6 25.8 29.0

Mean 7.9 8.7 7.6 8.0 6.7 7.8
37.1 42.4 33.8 37.2 25.1 35.6
38.5 40.8 37.4 38.6 34.7 38.0
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Corporate level, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.4 10.0 9.0 9.3 8.1 9.2

earnings 46.8 50.1 44.5 46.4 38.3 45.5
42.3 44.2 411 421 38.3 41.6

New equity 9.4 10.0 9.0 9.3 8.1 9.2
46.8 50.1 44.5 46.4 38.3 45.5
42.3 44.2 411 421 38.3 41.6

Debt 5.0 5.7 4.7 5.0 3.8 4.8
0.9 12.1 -7.1 0.0 -32.2 -3.4
28.9 30.9 27.7 28.7 25.0 28.2

Mean 7.9 8.5 7.5 7.8 6.6 7.7
36.5 41.2 333 36.0 241 34.7
37.6 39.5 36.4 37.4 33.6 36.9

Shareholder level: top-rate qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.2 6.6 6.0 6.1 4.8 6.0

earnings 65.2 67.6 64.6 65.0 55.8 64.0
421 43.2 41.8 42.0 39.0 41.6

New equity 6.9 7.3 6.8 6.8 5.6 6.7
68.8 70.7 68.3 68.7 61.5 67.9
43.8 44.8 435 43.7 40.7 43.3

Debt 5.0 5.5 4.9 5.0 3.7 4.8
57.4 60.9 56.3 57.1 424 55.6
39.4 40.5 39.1 39.3 36.3 38.9

Mean 5.8 6.3 5.7 5.8 4.5 5.6
63.3 65.9 62.5 63.1 52.6 62.0
41.3 424 41.0 41.2 38.2 40.8

Shareholder level: top-rate non-qualified shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.2 6.6 6.0 6.1 4.8 6.0

earnings 65.2 67.6 64.6 65.0 55.8 64.0
421 43.2 41.8 42.0 39.0 41.6

New equity 6.9 7.3 6.8 6.8 5.6 6.7
68.8 70.7 68.3 68.7 61.5 67.9
43.8 44.8 43.5 43.7 40.7 43.3

Debt 5.0 5.5 4.9 5.0 3.7 4.8
57.4 60.9 56.3 57.1 424 55.6
39.4 40.5 39.1 39.3 36.3 38.9

Mean 5.8 6.3 5.7 5.8 4.5 5.6
63.3 65.9 62.5 63.1 52.6 62.0
41.3 424 41.0 41.2 38.2 40.8
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Shareholder level: zero-rate shareholder, 2005

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.5 10.3 9.2 9.5 8.3 9.4

earnings 47.6 51.3 454 47.6 39.5 46.6
43.4 45.6 42.2 434 39.5 42.8

New equity 9.5 10.3 9.2 9.5 8.3 9.4
47.6 51.3 454 47.6 39.5 46.6
434 45.6 42.2 434 39.5 42.8

Debt 5.0 5.7 4.6 5.0 3.7 4.8
-0.6 12.7 9.3 0.0 -34.5 -4.2
29.6 31.8 28.4 29.6 25.8 29.0

Mean 7.9 8.7 7.6 8.0 6.7 7.8
371 424 33.8 37.2 25.1 35.6
38.5 40.8 37.4 38.6 34.7 38.0

Shareholder level: top-rate qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.0 6.4 5.9 5.9 4.7 5.8

earnings 65.3 67.2 64.7 64.7 55.6 63.9
415 424 41.3 41.3 38.4 41.0

New equity 6.8 7.1 6.7 6.7 5.4 6.5
69.0 70.5 68.5 68.5 61.5 67.9
433 441 43.0 43.0 40.1 42.7

Debt 5.1 5.5 5.0 5.0 3.8 49
58.9 61.5 57.9 58.0 44.5 56.9
39.2 40.1 39.0 39.0 36.1 38.7

Mean 5.8 6.1 5.7 5.7 4.5 5.6
63.8 65.8 63.1 63.1 53.1 62.2
40.9 41.7 40.6 40.7 37.7 40.3

Shareholder level: top-rate non-qualified shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 6.0 6.4 59 5.9 4.7 5.8

earnings 65.3 67.2 64.7 64.7 55.6 63.9
41.5 424 41.3 41.3 38.4 41.0

New equity 6.8 7.1 6.7 6.7 5.4 6.5
69.0 70.5 68.5 68.5 61.5 67.9
43.3 441 43.0 43.0 40.1 42.7

Debt 5.1 5.5 5.0 5.0 3.8 4.9
58.9 61.5 579 58.0 44.5 56.9
39.2 40.1 39.0 39.0 36.1 38.7

Mean 5.8 6.1 5.7 5.7 4.5 5.6
63.8 65.8 63.1 63.1 53.1 62.2
40.9 41.7 40.6 40.7 37.7 40.3

C-180

USA



Shareholder level: zero-rate shareholder, 2007

Cost of capital Industrial Intangibles Machinery Financial Inventory Mean

EMTR buildings assets

EATR

%

Retained 9.4 10.0 9.0 9.3 8.1 9.2

earnings 46.8 50.1 44.5 46.4 38.3 45.5
423 44.2 41.1 421 38.3 41.6

New equity 9.4 10.0 9.0 9.3 8.1 9.2
46.8 50.1 44.5 46.4 38.3 45.5
423 44.2 41.1 421 38.3 41.6

Debt 5.0 5.7 4.7 5.0 3.8 4.8
0.9 12.1 -7.1 0.0 -32.2 -3.4
28.9 30.9 27.7 28.7 25.0 28.2

Mean 7.9 8.5 7.5 7.8 6.6 7.7
36.5 41.2 33.3 36.0 24.1 34.7
37.6 39.5 36.4 37.4 33.6 36.9
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Annex D

Cross-Border Results



Cost of capital for outbound investment

1998

Austria

2 Belgium
3 Cyprus
4 Czech Republic
5 Denmark
6 Estonia
7 Finland
8 France
9 Germany
10 Greece
11 Hungary
12 Ireland
13 Italy
14 Latvia
15 Lithuania
16 Luxembourg
17 Malta
18 Netherlands
19 Poland
20 Portugal
21 Slovakia
22 Slovenia
23 Spain
24 Sweden
25 UK
Mean

Retained earnings

6.5

Overall

New equity

11.9
7.9
8.2
8.2
9.3

10.1

10.1
8.0
9.3
7.0
8.0
8.2

Retained earnings

8.1

7.9
7.6
6.6
7.3
9.7
11.3
7.6
6.7
5.7

6.9
5.1
7.9
8.2
8.2
8.1
8.2
8.8
6.4
9.3
7.0
8.0
0.0

Retained earnings

New equity

8.1
7.6
79
7.6
6.6
7.3
9.7
7.6
7.6
7.6
5.7
6.5
7.9
11.9
79
8.2
8.2
9.3
10.1
10.1
8.0
9.3
7.0
8.0
8.2

Retained earnings

New equity

New equity

10.1
10.1
8.0
9.3
7.0
8.0
8.2

Retained earnings

8.1

7.9
7.6
6.6
7.3
9.7
11.3
7.6
6.7
5.7
6.5
6.9
5.1
7.9
8.2
8.2
8.1
8.2
8.8
6.4
9.3
7.0
8.0
7.7

Debt

New equity

8.1
7.6
79
7.6
6.6
73
9.7
7.6
7.6
7.6
5.7
6.5
79
11.9
79
8.2
8.2
9.3
10.1
10.1
8.0
9.3
7.0
8.0
8.2



EATR for outbound investment

1998
Overall Retained earnings New equity Debt

g g 2 g - z

Austria L S K g s g‘ 3 -

3 g g g g & g g g

s 8 g g E: z g 8 g g E: z 5
S & z & & z a & z a & z a

2 Belgium 37.3 39.4 39.4 33.1 39.4 39.4 37.3 39.4 39.4 37.3 39.4 39.4 25.4
3 Cyprus 30.2 31.0 31.0 28.6 31.0 31.0 32.7 31.0 31.0 32.7 31.0 31.0 20.9
4 Czech Republic 34.4 35.8 36.0 31.4 35.8 36.0 35.5 35.8 36.0 35.5 35.8 36.0 23.7
5 Denmark 32.8 342 34.2 30.0 34.2 342 342 34.2 342 34.2 342 34.2 22.3
6 Estonia 25.1 25.5 255 242 255 25.5 28.3 25.5 25.5 28.3 25.5 255 16.5
7 Finland 28.7 29.3 29.3 27.3 29.3 29.3 31.4 29.3 29.3 31.4 29.3 29.3 19.6
8 France 42.6 449 449 38.0 44.9 449 42.2 449 449 42.2 449 449 30.3
9 Germany 41.7 50.5 40.0 34.6 50.5 40.0 38.8 50.5 40.0 38.8 50.5 40.0 26.9
10 Greece 33.2 34.7 34.7 30.2 34.7 34.7 34.4 34.7 34.7 34.4 34.7 34.7 22.5
11 Hungary 28.4 26.6 30.1 28.6 26.6 30.1 32.8 26.6 30.1 32.8 26.6 30.1 20.9
12 Ireland 12.0 10.6 10.6 14.8 10.6 10.6 19.0 10.6 10.6 19.0 10.6 10.6 7.1
13 Italy 34.7 34.8 34.8 34.5 34.8 34.8 38.7 34.8 34.8 38.7 34.8 34.8 26.8
14 Latvia 31.8 30.7 34.2 30.6 30.7 34.2 34.7 30.7 342 34.7 30.7 34.2 22.9
15 Lithuania 45.7 37.4 54.7 45.1 37.4 54.7 49.2 37.4 54.7 49.2 37.4 54.7 37.4
16 Luxembourg 35.4 37.2 37.2 31.8 37.2 37.2 36.0 37.2 37.2 36.0 37.2 37.2 241
17 Malta 35.0 36.5 36.5 32.0 36.5 36.5 36.1 36.5 36.5 36.1 36.5 36.5 24.3
18 Netherlands 35.1 36.6 36.6 32.1 36.6 36.6 36.3 36.6 36.6 36.3 36.6 36.6 24.4
19 Poland 40.6 40.6 44.1 37.0 40.6 441 41.2 40.6 441 41.2 40.6 441 29.3
20 Portugal 44.1 43.5 48.8 40.2 43.5 48.8 44.3 43.5 48.8 443 43.5 48.8 32.5
21 Slovakia 44.4 449 48.4 40.0 449 48.4 44.2 449 48.4 44.2 449 48.4 32.4
22 Slovenia 33.5 31.6 36.9 319 31.6 36.9 36.1 31.6 36.9 36.1 31.6 36.9 242
23 Spain 39.3 40.8 40.8 36.3 40.8 40.8 40.4 40.8 40.8 40.4 40.8 40.8 28.6
24 Sweden 26.5 27.0 27.0 25.5 27.0 27.0 29.7 27.0 27.0 29.7 27.0 27.0 17.8
25 UK 32.5 33.5 33.5 30.4 33.5 33.5 34.6 33.5 33.5 34.6 33.5 33.5 22.7
Mean 34.4 349 36.2 32.0 34.9 36.2 36.2 349 36.2 36.2 349 36.2 24.3




Cost of capital for inbound investment

1998

Austria

2 Belgium
3 Cyprus
4 Czech Republic
5 Denmark
6 Estonia
7 Finland
8 France
9 Germany
10 Greece
11 Hungary
12 Ireland
13 Italy
14 Latvia
15 Lithuania
16 Luxembourg
17 Malta
18 Netherlands
19 Poland
20 Portugal
21 Slovakia
22 Slovenia
23 Spain
24 Sweden
25 UK
Mean

Overall

6.3

7.5
6.3
7.4
6.3
6.3
8.1
6.3
6.7
6.3
5.6
7.4
8.1
6.3
6.9
7.1
6.6
6.3
6.6
8.3
7.4
6.3
6.3
6.8

Retained earnings

6.4

Overall

New equity

11.0
8.1
6.5
6.4
7.5

Debt

6.

~

6.5
6.3
6.3
5.9
6.8
9.7
6.4
5.4
4.6
6.1
6.2
4.5

6.8
6.3
6.7

7.0
6.2
8.1
5.7
6.1
6.4

Retained earnings

7.5

7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
6.1
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5

Retained earnings

New equity

11.0
7.5
7.5
7.5
7.7
8.7
7.5
6.3

11.0

11.0

Retained earnings

n

7.5

6.4
7.5
7.5
7.5
7.5
5.1
7.5
7.5
7.5
6.1
7.5
13.3
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.6

New equity

New equity

11.0
16.8
7.5
9.4
7.5
8.7
7.7
8.7
11.0
9.7
7.5
7.5
8.6

Retained earnings

32

7.5
39
39
4.6
3.1
7.5
3.8
5.4
6.5
3.6
4.0
7.5
3.6
32
7.5
3.5
2.8
7.5
3.1
4.7
4.3
4.7

Debt

New equity

6.6
6.5
3.8
7.5
11.0
3.6
5.0
7.5
4.5
3.7
4.0
11.0
5.2
4.7
4.3
5.7



EATR for inbound investment

1998
Overall Retained earnings New equity Debt

g g 2 g : z

Austria L S K g s g‘ 3 -

3 g g g g & g g g

s 8 g g E: z g 8 g g E: z 5
S & z & & z a & z a & z a

2 Belgium 30.8 29.8 30.5 32.1 34.6 353 37.0 34.6 35.3 37.0 20.7 21.4 23.0
3 Cyprus 35.4 34.4 37.9 33.8 37.9 41.4 37.4 37.9 41.4 37.4 27.8 313 27.3
4 Czech Republic 33.9 33.6 37.5 30.6 34.0 37.8 35.7 30.2 341 31.9 34.0 37.8 22.2
5 Denmark 29.7 29.7 29.7 29.7 33.8 33.8 33.8 33.8 33.8 33.8 22.0 22.0 22.0
6 Estonia 43.9 40.9 49.7 411 44.1 52.8 44.3 441 52.8 44.3 35.1 43.8 35.2
7 Finland 29.7 30.4 30.4 28.3 33.8 33.8 31.7 33.8 33.8 31.7 241 241 22.0
8 France 29.6 28.7 28.7 31.4 33.8 33.8 36.5 33.8 33.8 36.5 19.3 19.3 22.0
9 Germany 23.8 20.4 20.4 30.6 21.4 21.4 31.6 10.9 10.9 21.1 21.4 21.4 31.6
10 Greece 30.5 30.2 30.7 30.7 34.4 35.0 35.0 34.4 35.0 35.0 22.3 22.8 22.8
11 Hungary 35.6 35.7 39.2 31.8 37.9 41.4 34.0 379 41.4 34.0 31.7 35.2 27.7
12 Ireland 29.8 32.6 32.6 242 33.8 33.8 255 33.8 33.8 255 30.3 30.3 22.0
13 Italy 28.4 27.3 28.0 30.0 30.1 30.8 32.9 30.1 30.8 329 22.1 22.8 24.8
14 Latvia 43.9 411 49.8 40.9 441 52.8 43.9 441 52.8 439 35.4 441 35.2
15 Lithuania 54.0 54.1 60.3 47.8 53.1 59.3 46.8 63.2 69.3 56.9 53.1 59.3 46.8
16 Luxembourg 29.7 29.3 29.3 30.5 33.8 33.8 35.0 33.8 33.8 35.0 20.8 20.8 22.0
17 Malta 38.2 35.7 41.0 379 40.0 45.2 42.1 40.0 45.2 421 27.8 33.0 29.9
18 Netherlands 32.5 33.8 33.8 29.9 33.8 33.8 34.2 33.8 33.8 34.2 33.8 33.8 22.0
19 Poland 35.3 33.6 37.0 35.4 37.9 41.4 39.8 379 41.4 39.8 25.4 28.9 27.3
20 Portugal 30.7 30.0 30.7 31.4 34.6 35.2 36.0 34.6 35.2 36.0 21.6 222 23.0
21 Slovakia 35.3 33.1 36.5 36.3 37.9 41.4 41.2 379 414 41.2 24.0 27.5 27.3
22 Slovenia 45.9 441 52.8 40.9 44.1 52.8 43.9 441 52.8 439 441 52.8 35.2
23 Spain 35.7 33.5 36.8 36.8 37.8 41.1 411 37.8 411 41.1 25.6 28.9 28.9
24 Sweden 29.7 30.6 30.6 28.0 33.8 33.8 31.2 33.8 33.8 31.2 24.6 24.6 22.0
25 UK 29.7 30.0 30.0 29.0 33.8 33.8 32.8 33.8 33.8 32.8 23.0 23.0 22.0
Mean 34.2 33.4 36.0 333 36.4 39.0 36.8 36.3 38.8 36.6 27.9 30.5 26.8



Cost of capital for outbound investment

1999

Austria

2 Belgium
3 Cyprus
4 Czech Republic
5 Denmark
6 Estonia
7 Finland
8 France
9 Germany
10 Greece
11 Hungary
12 Ireland
13 Italy
14 Latvia
15 Lithuania
16 Luxembourg
17 Malta
18 Netherlands
19 Poland
20 Portugal
21 Slovakia
22 Slovenia
23 Spain
24 Sweden
25 UK
Mean

7.6

Retained earnings

6.5

7.6

Overall

New equity

11.9
7.9
8.2
8.2
9.0

10.1

10.1
6.9
9.3
7.0
7.9
8.1

Retained earnings

8.1

7.6
7.4
6.6
7.4
9.4
10.4
7.6
6.7
5.7

6.9
5.1
7.9
8.2
8.2
7.8
8.2
8.8
6.4
9.3
7.0
7.9
7.6

Retained earnings

New equity

8.1
7.6
7.7
7.4
6.6
7.4
9.4
8.1
7.6
7.7
5.7
6.5
7.9
11.9
79
8.2
8.2
9.0
10.1
10.1
6.9
9.3
7.0
79
8.1

Debt

7.4

7.5
7.6
7.4
7.9
8.7
7.7
7.5
8.4
7.6
7.8
8.1
9.8
7.5
8.0
8.1
8.2
8.5
8.6
7.4
9.2
7.7
8.3
8.0

Retained earnings

8.1

7.6
7.4
6.6
7.4
9.4
10.4
7.6
6.7
5.7
6.5
6.9
5.1
7.9
8.2
8.2
7.8
8.2
8.8
6.4
9.3
7.0
79
7.6

New equity

New equity

6.5

11.9
7.9
8.2
8.2
9.0

10.1

10.1
6.9
9.3
7.0
7.9
8.1

Retained earnings

8.1

7.6
7.4
6.6
7.4
9.4
10.4
7.6
6.7
5.7
6.5
6.9
5.1
7.9
8.2
8.2
7.8
8.2
8.8
6.4
9.3
7.0
7.9
7.6

Debt

New equity

8.1
7.6
7.7
7.4
6.6
7.4
9.4
8.1
7.6
7.7
5.7
6.5
79
11.9
79
8.2
8.2
9.0
10.1
10.1
6.9
9.3
7.0
79
8.1



EATR for outbound investment

1999
Overall Retained earnings New equity Debt

g g 2 g - z

Austria L S K g s g‘ 3 -

3 g g g g & g g g

s 8 g g E: z g 8 g g E: z 5
S & z & & z a & z a & z a

2 Belgium 37.3 39.4 39.4 33.1 39.4 39.4 37.3 39.4 39.4 37.3 39.4 39.4 25.4
3 Cyprus 30.2 31.0 31.0 28.6 31.0 31.0 32.7 31.0 31.0 32.7 31.0 31.0 20.9
4 Czech Republic 335 35.0 35.1 30.5 35.0 35.1 34.7 35.0 35.1 34.7 35.0 35.1 22.8
5 Denmark 311 322 32.2 28.8 32.2 322 32.9 322 32.2 329 32.2 32.2 211
6 Estonia 25.1 25.5 255 242 255 25.5 28.3 25.5 25.5 28.3 25.5 255 16.5
7 Finland 28.8 29.5 29.5 27.5 29.5 29.5 31.6 29.5 29.5 31.6 29.5 29.5 19.8
8 France 41.2 43.3 43.3 37.1 43.3 433 41.2 433 43.3 41.2 43.3 43.3 29.3
9 Germany 41.8 479 41.5 36.1 47.9 41.5 40.2 479 41.5 40.2 479 41.5 28.4
10 Greece 33.2 34.7 34.7 30.2 34.7 34.7 34.3 34.7 34.7 343 34.7 34.7 22.5
11 Hungary 28.7 26.9 30.4 28.9 269 30.4 33.1 26.9 30.4 33.1 26.9 30.4 21.2
12 Ireland 12.0 10.6 10.6 14.9 10.6 10.6 19.0 10.6 10.6 19.0 10.6 10.6 7.2
13 Italy 34.7 34.8 34.8 34.5 34.8 34.8 38.7 34.8 34.8 38.7 34.8 34.8 26.8
14 Latvia 31.8 30.7 34.2 30.6 30.7 34.2 34.7 30.7 342 34.7 30.7 34.2 22.9
15 Lithuania 45.7 37.4 54.7 45.1 37.4 54.7 49.2 37.4 54.7 49.2 37.4 54.7 37.4
16 Luxembourg 35.4 37.2 37.2 31.8 37.2 37.2 36.0 37.2 37.2 36.0 37.2 37.2 241
17 Malta 35.0 36.5 36.5 32.0 36.5 36.5 36.1 36.5 36.5 36.1 36.5 36.5 24.3
18 Netherlands 35.1 36.6 36.6 32.1 36.6 36.6 36.3 36.6 36.6 36.3 36.6 36.6 24.4
19 Poland 39.0 38.8 42.3 35.8 38.8 42.3 40.0 38.8 42.3 40.0 38.8 42.3 28.1
20 Portugal 44.1 43.5 48.8 40.2 43.5 48.8 44.3 43.5 48.8 443 43.5 48.8 32.5
21 Slovakia 44.4 449 48.4 40.0 449 48.4 44.2 449 48.4 44.2 449 48.4 32.4
22 Slovenia 26.9 26.5 28.3 26.0 26.5 28.3 30.1 26.5 28.3 30.1 26.5 28.3 18.3
23 Spain 39.3 40.8 40.8 36.3 40.8 40.8 40.4 40.8 40.8 40.4 40.8 40.8 28.6
24 Sweden 26.5 27.0 27.0 25.5 27.0 27.0 29.7 27.0 27.0 29.7 27.0 27.0 17.8
25 UK 31.6 32.5 32.5 29.8 32.5 325 33.9 325 32.5 339 32.5 325 22.1
Mean 33.9 343 35.6 31.6 34.3 35.6 35.8 343 35.6 35.8 34.3 35.6 23.9




Cost of capital for inbound investment

1999

Austria

2 Belgium
3 Cyprus
4 Czech Republic
5 Denmark
6 Estonia
7 Finland
8 France
9 Germany
10 Greece
11 Hungary
12 Ireland
13 Italy
14 Latvia
15 Lithuania
16 Luxembourg
17 Malta
18 Netherlands
19 Poland
20 Portugal
21 Slovakia
22 Slovenia
23 Spain
24 Sweden
25 UK
Mean

Overall

6.3

7.5
6.3
7.4
6.3
6.3
6.4
6.3
6.7
6.3
5.6
7.4
7.5
6.3
6.9
7.1
6.7
6.3
6.6
7.1
7.4
6.3
6.3
6.7

Retained earnings

5.6

6.4
6.4

Overall

New equity

Debt

6.5

Retained earnings

7.5

7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
6.1
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5

Retained earnings

New equity

11.0
7.5
7.6
7.8
7.7
8.7
7.5
6.3

11.0

11.0

Retained earnings

n

7.5

6.4
7.5
7.5
7.5
7.5
5.8
7.5
7.5
7.5
6.1
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.3

New equity

New equity

11.0
11.0
7.5
9.4
7.5
8.7
7.7
8.7
8.1
9.7
7.5
7.5
8.3

Retained earnings

32

7.5
4.1
39
4.6
2.4
3.8
5.4
6.5
3.6
4.0
7.5
3.6
32
7.5
3.5
3.5
2.8
7.5
3.1
4.7
4.4
4.5

Debt

New equity

6.6
6.5
3.8
7.5
11.0
3.6
5.0
7.5
4.7
3.7
4.0
8.1
5.2
4.7
4.4
5.4



EATR for inbound investment

1999
Overall Retained earnings New equity Debt

g g 2 g : z

Austria L S K g s g‘ 3 -

3 g g g g & g g g

s 8 g g E: z g 8 g g E: z 5
S & z & & z a & z a & z a

2 Belgium 30.8 29.8 30.5 32.1 34.6 353 37.0 34.6 35.3 37.0 20.7 21.4 23.0
3 Cyprus 35.4 34.4 37.9 33.8 37.9 41.4 37.4 37.9 41.4 37.4 27.8 313 27.3
4 Czech Republic 33.9 33.6 37.5 30.6 34.0 37.8 35.7 30.2 341 31.9 34.0 37.8 22.2
5 Denmark 29.7 29.9 29.9 29.2 33.8 33.8 33.1 33.8 33.8 33.1 22.7 22.7 22.0
6 Estonia 43.9 40.9 49.7 411 44.1 52.8 44.3 441 52.8 44.3 35.1 43.8 35.2
7 Finland 29.7 30.4 30.4 28.3 33.8 33.8 31.7 33.8 33.8 31.7 241 241 22.0
8 France 30.2 29.4 29.7 31.6 34.2 34.6 36.4 342 34.6 36.4 20.3 20.7 22.5
9 Germany 23.1 20.1 21.2 28.1 27.6 28.7 35.5 21.2 22.3 29.1 8.1 9.2 16.0
10 Greece 30.5 30.2 30.7 30.7 34.4 35.0 35.0 34.4 35.0 35.0 22.3 22.8 22.8
11 Hungary 35.6 35.7 39.2 31.8 37.9 41.4 34.0 379 41.4 34.0 31.7 35.2 27.8
12 Ireland 29.8 32.6 32.6 242 33.8 33.8 255 33.8 33.8 255 30.3 30.3 22.0
13 Italy 28.4 27.3 28.0 30.0 30.1 30.8 32.9 30.1 30.8 329 22.1 22.8 24.8
14 Latvia 43.9 411 49.8 40.9 441 52.8 43.9 441 52.8 439 35.4 441 35.2
15 Lithuania 44.1 441 52.8 35.2 44.1 52.8 35.2 441 52.8 35.2 441 52.8 35.2
16 Luxembourg 29.7 29.3 29.3 30.5 33.8 33.8 35.0 33.8 33.8 35.0 20.8 20.8 22.0
17 Malta 38.2 35.7 41.0 379 40.0 45.2 42.1 40.0 45.2 421 27.8 33.0 29.9
18 Netherlands 32.5 33.8 33.8 29.9 33.8 33.8 34.2 33.8 33.8 34.2 33.8 33.8 22.0
19 Poland 35.4 33.8 37.3 35.0 37.9 41.4 39.1 379 41.4 39.1 26.1 29.6 27.3
20 Portugal 30.7 30.0 30.7 31.4 34.6 35.2 36.0 34.6 35.2 36.0 21.6 222 23.0
21 Slovakia 35.3 33.1 36.5 36.3 37.9 41.4 41.2 379 414 41.2 24.0 27.5 27.3
22 Slovenia 34.6 35.9 37.6 30.3 35.9 37.6 33.3 359 37.6 333 35.9 37.6 24.6
23 Spain 35.7 33.5 36.8 36.8 37.8 41.1 411 37.8 411 41.1 25.6 28.9 28.9
24 Sweden 29.7 30.6 30.6 28.0 33.8 33.8 31.2 33.8 33.8 31.2 24.6 24.6 22.0
25 UK 29.7 30.2 30.2 28.8 33.8 33.8 32.4 33.8 33.8 32.4 23.4 23.4 22.0
Mean 33.4 32.7 35.1 322 36.0 38.4 36.0 35.6 38.0 35.6 26.8 29.2 25.3




Cost of capital for outbound investment

2000

Austria

2 Belgium
3 Cyprus
4 Czech Republic
5 Denmark
6 Estonia
7 Finland
8 France
9 Germany
10 Greece
11 Hungary
12 Ireland
13 Italy
14 Latvia
15 Lithuania
16 Luxembourg
17 Malta
18 Netherlands
19 Poland
20 Portugal
21 Slovakia
22 Slovenia
23 Spain
24 Sweden
25 UK
32 Canada
33 Japan
34 USA
Mean

8.6
8.2
7.1
7.3
6.0
6.2
7.2
8.0
7.3
7.7
7.7
7.5
7.4
7.4
6.5
8.8
6.8
7.6
11.6
10.4
9.1
7.7

Retained earnings

11.6
10.6
9.6
7.8

Overall

New equity

11.0
7.9
8.2
8.2
8.5
7.9
8.2
6.9
9.3
7.0
7.8

13.8

12.0

10.2
8.3

Retained earnings

8.1

72
74
5.0

9.2
10.4
7.6
6.8
5.7
6.1
6.9
5.1
7.9
8.2
8.2
7.3
7.9
7.1
6.4
9.3
7.0
7.8
11.6
10.6
9.6
7.8

Retained earnings

New equity

8.1
7.6
7.6
7.4
7.4
7.5
9.2
8.1
7.6
7.7
5.7
6.1
7.9
11.0
79
8.2
8.2
8.5
79
8.2
6.9
9.3
7.0
7.8
13.8
12.0
10.2
8.3

Debt

7.4

7.6
7.6
8.2
8.0
8.7
7.7
7.5
8.5
7.6
7.8
8.1
9.5
7.5
8.0
8.1
8.1
7.8
8.0
7.4
9.2
7.7
8.2
11.2
10.1
9.0
8.2

Retained earnings

11.6
10.6
9.6
7.8

New equity

New equity

11.0
7.9
8.2
8.2
8.5
7.9
8.2
6.9
9.3
7.0
7.8

13.8

12.0

10.2
8.3

Retained earnings

8.1

7.2
7.4
5.0

9.2
10.4
7.6
6.8
5.7
6.1
6.9
5.1
7.9
8.2
8.2
7.3
7.9
7.1
6.4
9.3
7.0
7.8
11.6
10.6
9.6
7.8

Debt

New equity

8.1
7.6
7.6
7.4
7.4
7.5
9.2
8.1
7.6
7.7
5.7
6.1
79
11.0
79
8.2
8.2
8.5
7.9
8.2
6.9
9.3
7.0
7.8
13.8
12.0
10.2
8.3



EATR for outbound investment

2000
Overall Retained earnings New equity Debt

g & : z g & : z

Austia k. £ k £ k £ k £

3 g g g g & g g g

S g g g E: z g 8 g g E: g 3
S & z & & z a & z a & z a

2 Belgium 37.3 39.4 39.4 33.1 39.4 39.4 37.3 39.4 39.4 37.3 39.4 39.4 25.4
3 Cyprus 30.2 31.0 31.0 28.6 31.0 31.0 32.7 31.0 31.0 32.7 31.0 31.0 20.9
4 Czech Republic 32.1 32.5 33.9 29.9 32.5 339 34.0 32.5 33.9 34.0 32.5 33.9 22.2
5 Denmark 311 322 32.2 28.8 32.2 322 32.9 322 32.2 329 32.2 32.2 211
6 Estonia 25.1 19.5 285 27.2 19.5 28.5 31.3 19.5 28.5 31.3 19.5 28.5 19.5
7 Finland 29.9 30.7 30.7 28.3 30.7 30.7 32.5 30.7 30.7 325 30.7 30.7 20.6
8 France 39.4 41.2 41.2 35.7 41.2 41.2 39.9 41.2 41.2 39.9 41.2 41.2 28.0
9 Germany 41.8 479 41.5 36.1 47.9 41.5 40.2 479 41.5 40.2 479 41.5 28.4
10 Greece 33.2 34.7 34.7 30.2 34.7 34.7 34.3 34.7 34.7 343 34.7 34.7 22.5
11 Hungary 29.0 27.2 30.7 29.2 27.2 30.7 33.4 27.2 30.7 33.4 27.2 30.7 21.5
12 Ireland 12.1 10.7 10.7 14.9 10.7 10.7 19.0 10.7 10.7 19.0 10.7 10.7 7.2
13 Italy 34.0 33.8 33.8 34.5 33.8 33.8 38.7 33.8 33.8 38.7 33.8 33.8 26.8
14 Latvia 31.8 30.7 34.2 30.6 30.7 34.2 34.7 30.7 342 34.7 30.7 34.2 22.9
15 Lithuania 42.7 34.7 50.8 42.4 34.7 50.8 46.6 34.7 50.8 46.6 34.7 50.8 34.7
16 Luxembourg 35.4 37.2 37.2 31.8 37.2 37.2 36.0 37.2 37.2 36.0 37.2 37.2 241
17 Malta 35.0 36.5 36.5 32.0 36.5 36.5 36.1 36.5 36.5 36.1 36.5 36.5 24.3
18 Netherlands 35.1 36.6 36.6 32.1 36.6 36.6 36.3 36.6 36.6 36.3 36.6 36.6 24.4
19 Poland 35.7 35.1 38.6 33.4 35.1 38.6 37.6 35.1 38.6 37.6 35.1 38.6 25.7
20 Portugal 34.3 35.8 35.8 31.2 35.8 35.8 35.4 35.8 35.8 35.4 35.8 35.8 23.5
21 Slovakia 34.6 339 37.4 32.5 33.9 37.4 36.7 339 37.4 36.7 33.9 37.4 24.8
22 Slovenia 26.9 26.5 28.3 26.0 26.5 28.3 30.1 26.5 28.3 30.1 26.5 28.3 18.3
23 Spain 39.3 40.8 40.8 36.3 40.8 40.8 40.4 40.8 40.8 40.4 40.8 40.8 28.6
24 Sweden 26.5 27.0 27.0 25.5 27.0 27.0 29.7 27.0 27.0 29.7 27.0 27.0 17.8
25 UK 31.4 324 32.4 29.6 32.4 324 33.8 32.4 32.4 33.8 324 32.4 21.9
32 Canada 54.9 54.9 60.2 49.6 54.9 60.2 53.8 54.9 60.2 53.8 54.9 60.2 41.8
33 Japan 49.8 50.4 54.0 45.0 50.4 54.0 49.2 50.4 54.0 49.2 50.4 54.0 37.2
34 USA 44.3 45.7 47.4 39.9 45.7 47.4 44.0 45.7 47.4 44.0 45.7 47.4 32.2
Mean 34.6 34.8 36.5 32.4 34.8 36.5 36.5 34.8 36.5 36.5 34.8 36.5 24.7




Cost of capital for inbound investment

2000

Austria

2 Belgium
3 Cyprus
4 Czech Republic
5 Denmark
6 Estonia
7 Finland
8 France
9 Germany
10 Greece
11 Hungary
12 Ireland
13 Italy
14 Latvia
15 Lithuania
16 Luxembourg
17 Malta
18 Netherlands
19 Poland
20 Portugal
21 Slovakia
22 Slovenia
23 Spain
24 Sweden
25 UK
32 Canada
33 Japan
34 USA
Mean

Overall

6.3

7.4
6.3
8.0
6.3
6.3
6.4
6.3
6.7
6.3
5.4
7.4
7.5
6.3
6.9
7.2
6.7
6.3
6.7
7.1
6.6
6.3
6.3
6.7
6.7
6.2
6.6

Retained earnings

5.6

6.4
5.6
5.8
5.9
6.4

Overall

New equity

6.2

Debt

6.

~

6.2
6.1
4.4
5.9

7.6
6.4

4.6
5.9
6.2
3.9

6.8
6.4
6.2
6.4
6.1
5.7
7.4
5.7
6.0
6.9
7.2
6.2
6.1

Retained earnings

7.5

7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
5.8
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5

Retained earnings

New equity

11.0
7.5
7.6
7.8
7.7
8.7
7.5
6.0

11.0

11.0

Debt

8.3

7.6
7.3
3.9
7.0
8.0
9.6
7.7
6.2
5.0
6.7
7.5
3.9
7.9
8.3
7.7
7.5
7.7
73
6.7
8.7
6.7
7.1
8.8
8.9
7.8
7.3

Retained earnings

n

7.5

6.8
7.5
12,5
7.5
7.5
5.8
7.5
7.5
7.5
5.8
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.5
7.6

New equity

New equity

11.0
11.0
7.5
9.4
7.7
8.7
7.7
8.7
8.1
7.5
7.5
7.5
9.4
9.0
8.1
8.4

Retained earnings

32

7.5
4.1
7.5
4.5
3.5
2.4
3.8
5.4
6.5
3.6
4.0
7.5
3.6
32
7.5
4.0
3.7
4.1
7.5
3.8
4.7
4.4
2.1
2.5
3.0
4.5

Debt

New equity

6.6
6.5
3.8
7.5
11.0
3.6
5.0
7.7
52
3.9
53
8.1
3.8
4.7
4.4
4.0
3.9
3.6
5.4



EATR for inbound investment

2000
Overall Retained earnings New equity Debt

g & : z g & : z

Austia k. £ k £ k £ k £

3 g g g g & g g g

S g g g E: z g 8 g g E: g 3
S & z & & z a & z a & z a

2 Belgium 30.8 29.8 30.5 32.1 34.6 353 37.0 34.6 35.3 37.0 20.7 21.4 23.0
3 Cyprus 35.4 34.4 37.9 33.8 37.9 41.4 37.4 37.9 41.4 37.4 27.8 313 27.3
4 Czech Republic 35.1 35.1 38.9 31.3 35.4 39.1 35.5 33.0 36.7 33.1 35.4 39.1 24.0
5 Denmark 29.7 29.9 29.9 29.2 33.8 33.8 33.1 33.8 33.8 33.1 22.7 22.7 22.0
6 Estonia 53.0 53.1 59.5 46.5 52.1 58.6 45.6 61.2 67.6 54.6 52.1 58.6 45.6
7 Finland 29.7 30.3 30.3 28.5 33.8 33.8 32.1 33.8 33.8 321 23.7 23.7 22.0
8 France 30.2 29.6 29.9 31.0 34.2 34.5 35.6 342 34.5 35.6 211 21.4 22.5
9 Germany 23.1 20.1 21.2 28.1 27.6 28.7 35.5 21.2 22.3 29.1 8.1 9.2 16.0
10 Greece 30.5 30.2 30.7 30.7 34.4 35.0 35.0 34.4 35.0 35.0 22.3 22.8 22.8
11 Hungary 35.6 35.7 39.2 319 37.9 41.4 341 379 41.4 34.1 31.7 35.2 27.9
12 Ireland 29.8 32.6 32.6 242 33.8 33.8 255 33.8 33.8 255 30.3 30.3 22.0
13 Italy 27.8 26.7 27.4 29.4 29.2 29.9 31.9 29.2 29.9 31.9 22.1 22.8 24.8
14 Latvia 43.9 411 49.8 40.9 441 52.8 43.9 441 52.8 439 35.4 441 35.2
15 Lithuania 44.1 441 52.8 35.2 44.1 52.8 35.2 441 52.8 35.2 441 52.8 35.2
16 Luxembourg 29.7 29.3 29.3 30.5 33.8 33.8 35.0 33.8 33.8 35.0 20.8 20.8 22.0
17 Malta 38.2 35.7 41.0 379 40.0 45.2 42.1 40.0 45.2 421 27.8 33.0 29.9
18 Netherlands 33.4 34.4 35.0 30.7 34.4 35.0 35.0 34.4 35.0 35.0 34.4 35.0 22.8
19 Poland 35.4 34.3 37.8 34.1 37.9 41.4 37.7 379 41.4 37.7 27.5 31.0 27.3
20 Portugal 30.7 30.3 30.9 30.9 34.5 35.2 35.2 34.5 35.2 35.2 22.3 229 22.9
21 Slovakia 35.4 34.4 37.9 33.8 37.9 41.4 37.4 379 414 37.4 27.8 313 27.3
22 Slovenia 34.6 35.9 37.6 30.3 35.9 37.6 33.3 359 37.6 333 35.9 37.6 24.6
23 Spain 30.3 29.6 29.6 31.8 33.8 33.8 36.0 33.8 33.8 36.0 21.6 21.6 23.8
24 Sweden 29.7 30.6 30.6 28.0 33.8 33.8 31.2 33.8 33.8 31.2 24.6 24.6 22.0
25 UK 29.7 30.2 30.2 28.8 33.8 33.8 32.4 33.8 33.8 32.4 23.4 23.4 22.0
32 Canada 37.6 34.7 39.9 38.2 40.0 45.2 43.6 40.0 45.2 43.6 24.8 30.0 28.4
33 Japan 36.4 33.7 37.8 37.8 38.8 429 429 38.8 429 429 24.2 28.3 28.3
34 USA 31.8 30.9 32.7 31.9 35.9 37.6 36.8 35.9 37.6 36.8 21.7 23.4 22.6
Mean 33.8 332 35.6 32.5 36.4 38.8 36.2 36.5 38.8 36.2 27.2 29.6 25.7




Cost of capital for outbound investment

2001

Austria

2 Belgium
3 Cyprus
4 Czech Republic
5 Denmark
6 Estonia
7 Finland
8 France
9 Germany
10 Greece
11 Hungary
12 Ireland
13 Italy
14 Latvia
15 Lithuania
16 Luxembourg
17 Malta
18 Netherlands
19 Poland
20 Portugal
21 Slovakia
22 Slovenia
23 Spain
24 Sweden
25 UK
Mean

7.6

Retained earnings

Overall

New equity

11.0
7.9
8.2
8.2
8.2
7.9
8.2
6.9
9.3
6.9
7.8
7.9

Retained earnings

8.1

7.2
7.3
5.0

9.1
8.4
7.6
6.8
5.7
6.1
6.9
5.1
7.9
8.2
8.2
7.1
7.9
7.1
6.4
9.3
6.9
7.8
7.3

Retained earnings

New equity

8.1

7.6
7.3
7.4
7.5
9.1
8.4
7.6
7.7
5.7
6.1
7.9
11.0
79
8.2
8.2
8.2
79
8.2
6.9
9.3
6.9
7.8
79

Debt

7.4

7.6
7.7
8.2
8.0
8.8
8.5
7.5
8.5
7.5
7.8
8.1
9.5
7.5
8.0
8.1
8.1
7.8
8.0
7.4
9.2
7.7
8.2
8.0

Retained earnings

New equity

New equity

11.0
7.9
8.2
8.2
8.2
7.9
8.2
6.9
9.3
6.9
7.8
7.9

Retained earnings

8.1

7.2
7.3
5.0

9.1
8.4
7.6
6.8
5.7
6.1
6.9
5.1
7.9
8.2
8.2
7.1
7.9
7.1
6.4
9.3
6.9
7.8
7.3

Debt

New equity

8.1
7.5
7.6
7.3
7.4
7.5
9.1
8.4
7.6
7.7
5.7
6.1
79
11.0
79
8.2
8.2
8.2
7.9
8.2
6.9
9.3
6.9
7.8
7.9



EATR for outbound investment

2001
Overall Retained earnings New equity Debt

g & : z g & : z

Ausiia k. £ k £ k £ k £

3 g g g g & g g g
S g g g E: z g 8 g g E: g 3
S & z & & z a & z a & z a
2 Belgium 37.2 39.3 39.3 33.0 39.3 39.3 37.2 39.3 39.3 37.2 39.3 39.3 25.3
3 Cyprus 29.3 29.9 29.9 279 29.9 29.9 32.0 29.9 29.9 32.0 29.9 29.9 20.2
4 Czech Republic 32.1 32.5 33.9 29.9 32.5 339 34.0 32.5 33.9 34.0 32.5 33.9 22.2
5 Denmark 29.5 30.5 30.5 27.7 30.5 30.5 31.9 30.5 30.5 31.9 30.5 30.5 20.0
6 Estonia 25.1 19.5 285 27.2 19.5 28.5 31.3 19.5 28.5 31.3 19.5 28.5 19.5
7 Finland 29.9 30.7 30.7 28.3 30.7 30.7 32.5 30.7 30.7 325 30.7 30.7 20.6
8 France 38.6 40.2 40.2 35.2 40.2 40.2 39.4 40.2 40.2 39.4 40.2 40.2 27.5
9 Germany 38.6 39.8 39.8 36.1 39.8 39.8 40.2 39.8 39.8 40.2 39.8 39.8 28.4
10 Greece 33.2 34.7 34.7 30.2 34.7 34.7 34.3 34.7 34.7 343 34.7 34.7 22.5
11 Hungary 29.0 27.2 30.7 29.2 27.2 30.7 33.4 27.2 30.7 33.4 27.2 30.7 21.5
12 Ireland 12.0 10.6 10.6 14.8 10.6 10.6 18.9 10.6 10.6 18.9 10.6 10.6 7.1
13 Italy 33.4 33.1 33.1 339 33.1 33.1 38.0 33.1 33.1 38.0 33.1 33.1 26.2
14 Latvia 31.8 30.7 34.2 30.6 30.7 34.2 34.7 30.7 342 34.7 30.7 34.2 22.9
15 Lithuania 42.7 34.7 50.8 42.4 34.7 50.8 46.6 34.7 50.8 46.6 34.7 50.8 34.7
16 Luxembourg 35.4 37.2 37.2 31.8 37.2 37.2 36.0 37.2 37.2 36.0 37.2 37.2 241
17 Malta 35.0 36.5 36.5 32.0 36.5 36.5 36.1 36.5 36.5 36.1 36.5 36.5 24.3
18 Netherlands 35.1 36.6 36.6 32.1 36.6 36.6 36.3 36.6 36.6 36.3 36.6 36.6 24.4
19 Poland 341 33.3 36.8 322 33.3 36.8 36.4 33.3 36.8 36.4 33.3 36.8 24.5
20 Portugal 34.3 35.8 35.8 31.2 35.8 35.8 35.4 35.8 35.8 35.4 35.8 35.8 23.5
21 Slovakia 34.6 339 37.4 32.5 33.9 37.4 36.7 339 37.4 36.7 33.9 37.4 24.8
22 Slovenia 26.9 26.5 28.3 26.0 26.5 28.3 30.1 26.5 28.3 30.1 26.5 28.3 18.3
23 Spain 39.3 40.8 40.8 36.3 40.8 40.8 40.4 40.8 40.8 40.4 40.8 40.8 28.6
24 Sweden 259 26.3 26.3 25.0 26.3 26.3 29.2 26.3 26.3 29.2 26.3 26.3 17.3
25 UK 31.4 324 32.4 29.6 32.4 324 33.8 32.4 32.4 33.8 324 32.4 21.9
Mean 32.3 322 34.0 30.6 32.2 34.0 34.8 322 34.0 34.8 322 34.0 22.9




Cost of capital for inbound investment

2001

Austria

2 Belgium
3 Cyprus
4 Czech Republic
5 Denmark
6 Estonia
7 Finland
8 France
9 Germany
10 Greece
11 Hungary
12 Ireland
13 Italy
14 Latvia
15 Lithuania
16 Luxembourg
17 Malta
18 Netherlands
19 Poland
20 Portugal
21 Slovakia
22 Slovenia
23 Spain
24 Sweden
25 UK
Mean

Overall

6.8

7.9
6.7
8.4
6.7
6.7
7.0
6.8
7.2
6.8
5.8
79
7.9
6.7
7.3
7.6
7.1
6.7
7.1
7.6
7.1
6.7
6.7
7.1

Retained earnings

6.6

6.7
7.2
7.6
55
6.7
8.0
6.6
6.5
8.0
6.8
6.7
6.8
8.0
6.7
7.0
6.9
7.0

Overall

New equity

10.3
11.5
6.6
8.3
8.1
8.0
6.7
8.0
8.5
6.7
7.0
6.9
7.8

Debt

7.2

6.7
6.4
4.9
6.4
6.9
7.4
6.8
5.9
5.1
6.2
6.7
4.4
7.0
7.2
6.8

6.8
6.6
6.2
7.9
6.1
6.4

Retained earnings

8.0

8.0
8.0
8.0
8.0
8.0
8.0
8.0
8.0
8.0
6.2
8.0
8.0
8.0
8.0
8.0
8.0
8.0
8.0
8.0
8.0
8.0
8.0
79

Retained earnings

New equity

Retained earnings

6.2
8.0
8.0
8.0
8.0
8.0
8.0
8.0
8.0
8.0
8.0
8.0
8.0
8.1

New equity

New equity

11.5
11.5
8.0
9.8
8.1
9.1
8.0
9.1
8.5
8.0
8.0
8.0
8.9

Retained earnings

3.6

8.0
4.8
8.0
49
4.1
4.4
42
5.9
6.9
4.2
4.5
8.0
4.0
3.6
8.0
4.7
43
4.6
8.0
4.3
5.3
4.8
53

Debt

New equity

11.5
4.0
5.5
8.1
59
4.3
5.7
8.5
4.3
5.3
4.8
6.1



EATR for inbound investment

2001
Overall Retained earnings New equity Debt

g & : z g & : z

Ausiia k. £ k £ k £ k £

3 g g g g & g g g

S g g g E: z g 8 g g E: g 3
S & z & & z a & z a & z a

2 Belgium 32.2 31.2 31.9 33.6 36.1 36.8 38.5 36.1 36.8 38.5 22.1 22.8 24.5
3 Cyprus 36.7 35.9 39.3 35.0 39.3 42.8 38.4 39.3 42.8 38.4 29.5 33.0 28.6
4 Czech Republic 36.5 36.6 40.3 32.7 36.8 40.5 37.0 34.4 38.1 34.6 36.8 40.5 25.4
5 Denmark 31.2 31.7 31.7 30.3 35.3 353 33.9 353 35.3 33.9 249 249 23.5
6 Estonia 53.8 53.9 60.3 47.3 53.0 59.4 46.4 62.0 68.5 55.5 53.0 59.4 46.4
7 Finland 31.2 31.8 31.8 30.0 35.3 353 33.6 353 35.3 33.6 25.2 252 23.5
8 France 31.7 31.2 31.6 322 35.7 36.0 36.6 35.7 36.0 36.6 23.0 233 239
9 Germany 33.0 32.1 32.8 342 36.1 36.8 38.2 36.1 36.8 38.2 24.6 253 26.7
10 Greece 32.0 31.6 32.2 322 35.9 36.4 36.4 35.9 36.4 36.4 23.7 243 24.3
11 Hungary 37.0 37.1 40.6 333 39.3 42.8 35.5 39.3 42.8 35.5 33.0 36.5 29.2
12 Ireland 313 341 341 25.7 35.3 353 27.0 353 35.3 27.0 31.8 31.8 23.5
13 Italy 29.1 28.1 28.8 30.5 30.4 31.1 32.8 30.4 311 32.8 23.8 24.5 26.3
14 Latvia 45.0 42.2 50.9 42.0 45.2 53.9 45.1 45.2 53.9 45.1 36.5 45.2 36.4
15 Lithuania 45.2 45.2 53.9 36.4 45.2 53.9 36.4 45.2 53.9 36.4 45.2 53.9 36.4
16 Luxembourg 311 30.7 30.7 319 35.3 353 36.5 353 35.3 36.5 22.3 223 23.5
17 Malta 39.4 37.0 42.2 39.1 41.3 46.5 43.4 41.3 46.5 43.4 29.1 343 31.2
18 Netherlands 34.8 35.9 36.4 322 35.9 36.4 36.4 359 36.4 36.4 35.9 36.4 24.3
19 Poland 36.7 35.9 39.3 35.0 39.3 42.8 38.4 39.3 42.8 38.4 29.5 33.0 28.6
20 Portugal 31.2 31.0 31.0 31.4 35.3 353 35.7 353 35.3 35.7 23.1 23.1 23.5
21 Slovakia 36.7 35.7 39.2 35.2 39.3 42.8 38.7 39.3 42.8 38.7 29.2 32.7 28.6
22 Slovenia 36.0 37.3 39.0 31.7 37.3 39.0 34.8 37.3 39.0 34.8 37.3 39.0 26.0
23 Spain 31.8 31.0 31.0 33.2 35.3 353 37.5 353 35.3 37.5 23.1 23.1 25.3
24 Sweden 31.2 322 32.2 29.3 35.3 353 32.4 353 35.3 32.4 26.4 26.4 23.5
25 UK 31.2 31.7 31.7 30.3 35.3 353 33.9 353 35.3 339 24.9 24.9 23.5
Mean 35.3 35.0 37.2 33.5 37.9 40.0 36.8 38.1 40.3 37.1 29.8 31.9 27.4




Cost of capital for outbound investment

2002

Austria

2 Belgium
3 Cyprus
4 Czech Republic
5 Denmark
6 Estonia
7 Finland
8 France
9 Germany
10 Greece
11 Hungary
12 Ireland
13 Italy
14 Latvia
15 Lithuania
16 Luxembourg
17 Malta
18 Netherlands
19 Poland
20 Portugal
21 Slovakia
22 Slovenia
23 Spain
24 Sweden
25 UK
Mean

Retained earnings

6.6

7.1
8.2
8.1
7.1
7.6
6.8
6.4
9.3
6.9
8.0
7.3

Overall

New equity

7.6
9.1
7.1
8.2
8.1
8.2
7.6
7.8
6.9
9.3
6.9
8.0
7.8

Retained earnings

8.1

7.2
7.3
5.0

8.9
8.4
7.6
6.8
6.0
8.0
6.6
5.8
7.1
8.2
8.1
7.1
7.6
6.8
6.4
9.3
6.9
8.0
7.3

Retained earnings

New equity

8.1

7.6
7.3
7.4
7.5
8.9
8.4
7.6
7.7
6.0
8.0
7.6
9.1
7.1
8.2
8.1
8.2
7.6
7.8
6.9
9.3
6.9
8.0
7.8

Debt

7.4

7.6
7.7
8.2
8.0
8.8
8.5
7.5
8.5
7.7
7.8
8.0
8.5
7.5
8.0
8.1
8.1
7.7
7.9
7.4
9.2
7.7
8.4
8.0

Retained earnings

6.6

7.1
8.2
8.1
7.1
7.6
6.8
6.4
9.3
6.9
8.0
7.3

New equity

New equity

7.6
9.1
7.1
8.2
8.1
8.2
7.6
7.8
6.9
9.3
6.9
8.0
7.8

Retained earnings

8.1

7.2
7.3
5.0

8.9
8.4
7.6
6.8
6.0
8.0
6.6
5.8
7.1
8.2
8.1
7.1
7.6
6.8
6.4
9.3
6.9
8.0
7.3

Debt

New equity

8.1
7.5
7.6
7.3
7.4
7.5
8.9
8.4
7.6
7.7
6.0
8.0
7.6
9.1
7.1
8.2
8.1
8.2
7.6
7.8
6.9
9.3
6.9
8.0
7.8



EATR for outbound investment

2002
Overall Retained earnings New equity Debt

. . . .

Austia k. £ k £ k £ k £

3 g g g g & g g g

S g g g E: z g 8 g g E: g 3
S & z & & z a & z a & z a

2 Belgium 37.3 39.4 39.4 33.1 39.4 39.4 37.3 39.4 39.4 37.3 39.4 39.4 25.4
3 Cyprus 29.6 30.4 30.4 28.2 30.4 30.4 32.3 30.4 30.4 323 30.4 30.4 20.5
4 Czech Republic 32.1 32.5 33.9 29.9 32.5 33.9 34.0 325 33.9 34.0 32.5 33.9 22.2
5 Denmark 29.5 30.5 30.5 27.7 30.5 30.5 31.9 30.5 30.5 319 30.5 30.5 20.0
6 Estonia 25.1 19.5 28.5 272 19.5 28.5 31.3 19.5 28.5 313 19.5 285 19.5
7 Finland 29.9 30.7 30.7 28.3 30.7 30.7 32.5 30.7 30.7 325 30.7 30.7 20.6
8 France 37.7 39.3 39.3 34.6 39.3 39.3 38.7 39.3 39.3 38.7 39.3 39.3 26.8
9 Germany 38.6 39.8 39.8 36.1 39.8 39.8 40.2 39.8 39.8 40.2 39.8 39.8 28.4
10 Greece 33.2 34.7 34.7 30.2 34.7 34.7 34.3 34.7 34.7 34.3 34.7 34.7 22.5
11 Hungary 29.0 27.2 30.7 29.2 27.2 30.7 33.4 272 30.7 33.4 27.2 30.7 21.5
12 Ireland 15.0 139 13.9 17.1 13.9 139 21.2 13.9 13.9 21.2 13.9 13.9 9.4
13 Italy 37.1 38.7 38.7 33.9 38.7 38.7 38.0 38.7 38.7 38.0 38.7 38.7 26.2
14 Latvia 29.5 28.1 31.6 28.9 28.1 31.6 33.0 28.1 31.6 33.0 28.1 31.6 21.2
15 Lithuania 36.8 32.1 42.2 36.1 32.1 422 40.2 32.1 42.2 40.2 32.1 422 28.4
16 Luxembourg 29.3 30.2 30.2 27.3 30.2 30.2 31.5 30.2 30.2 31.5 30.2 30.2 19.6
17 Malta 35.0 36.5 36.5 32.0 36.5 36.5 36.1 36.5 36.5 36.1 36.5 36.5 24.3
18 Netherlands 34.6 36.1 36.1 31.8 36.1 36.1 35.9 36.1 36.1 359 36.1 36.1 24.1
19 Poland 34.1 33.3 36.8 323 33.3 36.8 36.4 333 36.8 36.4 33.3 36.8 24.6
20 Portugal 32.3 33.6 33.6 29.8 33.6 33.6 33.9 33.6 33.6 339 33.6 33.6 22.1
21 Slovakia 31.4 30.3 33.8 30.1 30.3 33.8 34.3 30.3 33.8 34.3 30.3 33.8 22.5
22 Slovenia 26.9 26.5 283 26.0 26.5 28.3 30.1 26.5 28.3 30.1 26.5 28.3 18.3
23 Spain 39.3 40.8 40.8 36.3 40.8 40.8 40.4 40.8 40.8 40.4 40.8 40.8 28.6
24 Sweden 259 26.3 26.3 25.0 26.3 26.3 29.2 26.3 26.3 29.2 26.3 26.3 17.3
25 UK 32.0 329 32.9 30.2 32.9 329 34.3 329 329 34.3 329 329 22.4
Mean 31.7 31.8 33.3 30.0 31.8 33.3 34.2 31.8 33.3 34.2 31.8 33.3 22.3




Cost of capital for inbound investment

2002

Austria

2 Belgium
3 Cyprus
4 Czech Republic
5 Denmark
6 Estonia
7 Finland
8 France
9 Germany
10 Greece
11 Hungary
12 Ireland
13 Italy
14 Latvia
15 Lithuania
16 Luxembourg
17 Malta
18 Netherlands
19 Poland
20 Portugal
21 Slovakia
22 Slovenia
23 Spain
24 Sweden
25 UK
Mean

Overall

6.7

7.8
6.7
8.4
6.7
6.7
7.0
6.7
7.1
7.1
6.9
7.8
7.9
6.7
7.3
7.5
7.1
6.7
7.1
7.5
7.0
6.7
6.7
7.1

Retained earnings

6.6

6.6
7.2
7.4
6.6
6.8
7.2
6.8
6.4
7.9
6.8
6.7
6.9
7.9
6.6
7.0
6.8
7.0

Overall

New equity

6.6

9.0
6.8
11.9
6.9
6.8
6.9
6.8
8.4
7.4
6.8
10.4
10.7
6.8
8.3
7.9
7.9
6.7
8.1
8.5
6.6
7.0
6.8
7.8

6.6

Retained earnings

7.9

79
79
79
79
79
7.9
79
79
79
7.9
79
79
7.9
79
79
79
79
7.9
79
7.9
7.9
7.9
79

Retained earnings

New equity

11.4
11.4
7.9
9.8
7.9
9.1
7.9
9.1
8.5
7.9
7.9
7.9
8.8

7.6
7.8
73
7.1
9.1
7.0
7.5
7.6

Retained earnings

New equity

New equity

114
114
79
9.8
7.9
9.1
79
9.1
8.5
7.9
7.9
7.9
8.9

7.6
7.8
7.3
7.1
9.1
7.0
7.5
7.8

Retained earnings

3.6

79
4.8
7.9
49
4.1
4.4
42
5.8
6.6
4.1
4.8
5.8
4.7
3.6
79
4.6
4.4
5.0
79
4.2
5.2
4.8
52

Debt

New equity



EATR for inbound investment

2002
Overall Retained earnings New equity Debt

g & : z g & : z

Austia k. £ k £ k £ k £

3 g g g g & g g g

S g g g E: z g 8 g g E: g 3
S & z & & z a & z a & z a

2 Belgium 32.1 311 31.8 33.4 36.0 36.7 38.3 36.0 36.7 38.3 22.0 22.7 24.4
3 Cyprus 36.5 35.7 39.2 348 39.1 42.6 38.2 39.1 42.6 38.2 29.2 32.7 28.3
4 Czech Republic 36.4 36.4 40.1 32.5 36.7 40.4 36.8 343 38.0 34.4 36.7 40.4 25.3
5 Denmark 31.0 31.5 31.5 30.1 35.2 35.2 33.8 35.2 35.2 33.8 24.7 24.7 23.3
6 Estonia 53.7 53.8 60.2 47.2 52.9 59.3 46.3 61.9 68.4 55.4 52.9 59.3 46.3
7 Finland 31.0 31.6 31.6 29.9 35.2 35.2 33.4 35.2 35.2 33.4 25.1 25.1 23.3
8 France 32.0 31.5 32.2 322 35.9 36.5 36.6 35.9 36.5 36.6 23.5 241 242
9 Germany 32.9 31.9 32.6 34.0 35.9 36.6 38.0 359 36.6 38.0 24.5 252 26.6
10 Greece 31.8 31.5 32.0 32.0 35.8 36.3 36.3 35.8 36.3 36.3 23.6 241 241
11 Hungary 36.8 36.9 40.4 33.1 39.1 42.6 35.3 39.1 42.6 353 329 36.4 29.1
12 Ireland 32.5 33.6 33.6 30.4 35.2 35.2 32.0 35.2 35.2 32.0 30.6 30.6 27.5
13 Italy 32.7 31.7 32.4 34.1 36.0 36.7 38.4 36.0 36.7 38.4 23.7 24.4 26.1
14 Latvia 449 42.4 51.1 41.2 45.1 53.8 43.9 45.1 53.8 439 37.5 46.2 36.2
15 Lithuania 45.0 43.3 52.0 39.6 45.1 53.8 41.5 45.1 53.8 41.5 39.9 48.6 36.2
16 Luxembourg 31.0 31.4 31.4 30.2 35.2 35.2 33.9 35.2 35.2 33.9 24.6 24.6 23.3
17 Malta 39.3 36.9 421 39.0 411 46.4 43.3 411 46.4 43.3 28.9 34.2 31.1
18 Netherlands 33.8 35.2 35.2 31.1 35.2 35.2 35.3 35.2 35.2 353 35.2 35.2 23.3
19 Poland 36.6 35.7 39.2 34.8 39.1 42.6 38.2 39.1 42.6 38.2 29.4 32.9 28.5
20 Portugal 31.0 31.1 311 30.8 35.2 35.2 34.8 35.2 35.2 34.8 23.7 23.7 23.3
21 Slovakia 36.6 36.1 39.6 34.1 39.1 42.6 37.2 39.1 42.6 37.2 30.4 33.9 28.5
22 Slovenia 35.9 37.1 38.9 31.6 37.1 38.9 34.6 37.1 38.9 34.6 37.1 38.9 25.9
23 Spain 31.6 30.9 30.9 33.1 35.2 352 37.3 352 35.2 37.3 23.0 23.0 25.2
24 Sweden 31.1 32.0 32.0 29.1 35.2 352 32.2 352 35.2 322 26.2 26.2 23.3
25 UK 31.0 31.5 31.5 30.1 35.2 352 33.8 352 35.2 33.8 24.7 24.7 23.3
Mean 35.3 35.0 37.2 33.7 37.9 40.1 37.1 38.2 40.4 37.3 29.6 31.7 27.4




Cost of capital for outbound investment

2003

Austria

2 Belgium
3 Cyprus
4 Czech Republic
5 Denmark
6 Estonia
7 Finland
8 France
9 Germany
10 Greece
11 Hungary
12 Ireland
13 Italy
14 Latvia
15 Lithuania
16 Luxembourg
17 Malta
18 Netherlands
19 Poland
20 Portugal
21 Slovakia
22 Slovenia
23 Spain
24 Sweden
25 UK
Mean

Retained earnings

Overall

New equity

7.6
7.7
6.2
7.8
7.4
9.1
7.1
8.2
8.1
8.0
7.6
7.7
7.0
9.3
6.9
8.0
7.7

Retained earnings

7.5

7.2
7.3
5.0

9.0
8.6
7.6
6.8
6.2
7.8
6.4
5.8
7.1
8.2
8.1
7.0
7.6
6.7

9.3
6.9
8.0
7.3

Retained earnings

New equity

6.2
7.6
7.3
7.4
7.5
9.0
8.6
7.6
7.7
6.2
7.8
7.4
9.1
7.1
8.2
8.1
8.0
7.6
7.7
7.0
9.3
6.9
8.0
7.7

Retained earnings

New equity

New equity

7.6

6.2
7.8
7.4
9.1
7.1
8.2
8.1
8.0
7.6
7.7
7.0
9.3
6.9
8.0
7.7

Debt

7.7
7.6
7.7
8.2
8.0
8.8
8.6
7.5
8.5
7.7
7.8
8.0
8.5
7.5
8.0
8.1
8.0
7.7
7.8
7.5
9.2
7.7
8.4
8.0

Retained earnings

n

7.5

7.2
7.3
5.0

9.0
8.6
7.6
6.8
6.2
7.8
6.4
5.8
7.1
8.2
8.1
7.0
7.6
6.7
6.5
9.3
6.9
8.0
7.3

Debt

New equity

6.2
7.6
7.3
7.4
7.5
9.0
8.6
7.6
7.7
6.2
7.8
7.4
9.1
7.1
8.2
8.1
8.0
7.6
7.7
7.0
9.3
6.9
8.0
7.7



EATR for outbound investment

2003
Overall Retained earnings New equity Debt

g & : z g & : z

Austia k. £ k £ k £ k £

3 g g g g & g g g

S g g g E: z g 8 g g E: g 3
S & z & & z a & z a & z a

2 Belgium 32.3 33.7 33.7 29.5 33.7 33.7 33.7 33.7 33.7 33.7 33.7 33.7 21.8
3 Cyprus 17.5 16.7 16.7 19.0 16.7 16.7 23.1 16.7 16.7 23.1 16.7 16.7 11.3
4 Czech Republic 32.1 32.5 33.9 29.9 32.5 339 34.0 32.5 33.9 34.0 32.5 33.9 22.2
5 Denmark 29.5 30.5 30.5 27.7 30.5 30.5 31.9 30.5 30.5 31.9 30.5 30.5 20.0
6 Estonia 25.1 19.5 285 27.2 19.5 28.5 31.3 19.5 28.5 31.3 19.5 28.5 19.5
7 Finland 29.9 30.7 30.7 28.3 30.7 30.7 32.5 30.7 30.7 325 30.7 30.7 20.6
8 France 37.8 39.3 39.3 34.7 39.3 39.3 38.8 39.3 39.3 38.8 39.3 39.3 26.9
9 Germany 39.7 411 41.1 36.9 411 411 411 411 411 411 411 41.1 29.2
10 Greece 33.2 34.7 34.7 30.2 34.7 34.7 34.3 34.7 34.7 343 34.7 34.7 22.5
11 Hungary 29.0 27.2 30.7 29.2 27.2 30.7 33.4 27.2 30.7 33.4 27.2 30.7 21.5
12 Ireland 17.0 16.1 16.1 18.6 16.1 16.1 227 16.1 16.1 22.7 16.1 16.1 10.9
13 Italy 35.4 36.8 36.8 32.6 36.8 36.8 36.8 36.8 36.8 36.8 36.8 36.8 249
14 Latvia 27.2 25.5 29.0 27.2 255 29.0 31.4 25.5 29.0 31.4 25.5 29.0 19.5
15 Lithuania 36.8 32.1 42.2 36.1 32.1 42.2 40.2 321 42.2 40.2 32.1 42.2 28.4
16 Luxembourg 29.3 30.2 30.2 27.3 30.2 30.2 31.5 30.2 30.2 31.5 30.2 30.2 19.6
17 Malta 35.0 36.5 36.5 32.0 36.5 36.5 36.1 36.5 36.5 36.1 36.5 36.5 24.3
18 Netherlands 34.6 36.1 36.1 31.8 36.1 36.1 35.9 36.1 36.1 359 36.1 36.1 241
19 Poland 33.1 322 35.7 31.4 32.2 35.7 35.6 322 35.7 35.6 322 35.7 23.7
20 Portugal 32.2 33.4 33.4 29.6 33.4 33.4 33.8 33.4 33.4 33.8 33.4 33.4 21.9
21 Slovakia 311 30.0 33.5 29.8 30.0 33.5 34.0 30.0 33.5 34.0 30.0 33.5 22.1
22 Slovenia 27.4 27.0 28.8 26.5 27.0 28.8 30.6 27.0 28.8 30.6 27.0 28.8 18.8
23 Spain 39.3 40.8 40.8 36.3 40.8 40.8 40.4 40.8 40.8 40.4 40.8 40.8 28.6
24 Sweden 259 26.3 26.3 25.0 26.3 26.3 29.2 26.3 26.3 29.2 26.3 26.3 17.3
25 UK 32.0 329 32.9 30.2 32.9 329 34.3 329 329 34.3 329 329 22.5
Mean 30.9 30.9 32.4 29.5 30.9 32.4 33.6 30.9 32.4 33.6 30.9 32.4 21.8



Cost of capital for inbound investment

2003

Austria

2 Belgium
3 Cyprus
4 Czech Republic
5 Denmark
6 Estonia
7 Finland
8 France
9 Germany
10 Greece
11 Hungary
12 Ireland
13 Italy
14 Latvia
15 Lithuania
16 Luxembourg
17 Malta
18 Netherlands
19 Poland
20 Portugal
21 Slovakia
22 Slovenia
23 Spain
24 Sweden
25 UK
Mean

Overall

6.7

7.8
6.7
7.3
6.7
6.7
7.0
6.7
7.1
7.1
6.9
79
7.9
6.7
7.3
7.5
7.1
6.7
7.1
7.5
7.0
6.7
6.7
7.1

Retained earnings

6.6

6.6
7.2
7.4
6.7
7.0
7.2
6.8
6.4
7.9
6.8
6.7
6.9
7.9
6.6
7.0
6.8
7.0

Overall

New equity

10.5
10.7
6.8
8.3
7.9
8.0
6.7
8.1
8.5
6.6
7.0
6.8
7.7

Debt

6.

~

6.6
6.4
4.7
6.3
6.8
7.4
6.8
5.9
6.4
7.2
6.1
5.7
6.4
7.2
6.7
6.4
6.6
6.2
6.1
7.8
6.1
6.4
6.4

Retained earnings

7.9

79
79
79
79
79
7.9
79
79
79
7.9
79
79
7.9
79
79
79
79
7.9
79
7.9
7.9
7.9
79

Retained earnings

New equity

8.6

Retained earnings

New equity

New equity

114
114
79
9.8
7.9
9.1
79
9.1
8.5
7.9
7.9
7.9
8.8

Debt

6.6

7.6

Retained earnings

43

79
4.8
7.9
49
4.1
42
42
5.8
6.3
43
53
5.8
4.7
3.6
79
4.8
4.4
5.0
79
4.2
5.2
4.8
5.4

Debt

New equity

4.6
8.8
9.3
4.7
5.4
7.9
59
4.4
6.2
8.5
4.2
5.2
4.8
6.1



EATR for inbound investment

2003
Overall Retained earnings New equity Debt

g & : z g & : z

Austia k. £ k £ k £ k £

3 g g g g & g g g

S g g g E: z g 8 g g E: g 3
S & z & & z a & z a & z a

2 Belgium 31.9 31.7 32.3 319 35.8 36.4 36.0 35.8 36.4 36.0 24.0 24.6 242
3 Cyprus 36.6 37.2 40.7 31.8 39.1 42.6 33.7 39.1 42.6 33.7 33.7 37.2 28.3
4 Czech Republic 36.4 36.4 40.1 32.5 36.7 40.4 36.8 343 38.0 34.4 36.7 40.4 25.3
5 Denmark 31.0 31.5 31.5 30.1 35.2 35.2 33.8 35.2 35.2 33.8 24.7 24.7 23.3
6 Estonia 45.5 479 49.2 39.6 47.0 48.3 38.7 56.0 57.3 47.7 47.0 48.3 38.7
7 Finland 31.0 31.6 31.6 29.9 35.2 35.2 33.4 35.2 35.2 33.4 25.1 25.1 23.3
8 France 32.0 31.5 32.2 322 35.9 36.5 36.6 35.9 36.5 36.6 23.5 241 242
9 Germany 32.9 31.8 32.5 34.4 36.0 36.7 38.5 36.0 36.7 38.5 241 24.8 26.6
10 Greece 31.8 31.5 32.0 32.0 35.8 36.3 36.3 35.8 36.3 36.3 23.6 241 241
11 Hungary 36.8 36.9 40.4 33.1 39.1 42.6 35.3 39.1 42.6 353 329 36.4 29.1
12 Ireland 32.3 33.3 333 30.2 35.2 35.2 32.0 35.2 35.2 32.0 29.9 29.9 26.8
13 Italy 32.7 31.9 32.5 33.6 35.9 36.6 37.6 359 36.6 37.6 24.3 25.0 26.0
14 Latvia 449 42.8 51.5 40.5 45.1 53.8 42.9 45.1 53.8 429 38.5 47.2 36.2
15 Lithuania 45.0 43.3 52.0 39.6 45.1 53.8 41.5 45.1 53.8 41.5 39.9 48.6 36.2
16 Luxembourg 31.0 31.4 31.4 30.2 35.2 35.2 33.9 35.2 35.2 33.9 24.6 24.6 23.3
17 Malta 39.3 36.9 421 39.0 411 46.4 43.3 411 46.4 43.3 28.9 34.2 31.1
18 Netherlands 33.8 35.2 35.2 31.1 35.2 35.2 35.3 35.2 35.2 353 35.2 35.2 23.3
19 Poland 36.6 35.8 39.3 34.6 39.1 42.6 37.9 39.1 42.6 379 29.7 33.2 28.5
20 Portugal 31.0 31.1 311 30.8 35.2 35.2 34.8 35.2 35.2 34.8 23.7 23.7 23.3
21 Slovakia 36.6 36.1 39.6 34.1 39.1 42.6 37.2 39.1 42.6 37.2 30.4 33.9 28.5
22 Slovenia 35.9 37.1 38.9 31.6 37.1 38.9 34.6 37.1 38.9 34.6 37.1 38.9 25.9
23 Spain 31.6 30.9 30.9 33.1 35.2 352 37.3 352 35.2 37.3 23.0 23.0 25.2
24 Sweden 31.1 32.0 32.0 29.1 35.2 352 32.2 352 35.2 322 26.2 26.2 23.3
25 UK 31.0 31.5 31.5 30.1 35.2 352 33.8 352 35.2 33.8 24.7 24.7 23.3
Mean 35.0 349 36.8 33.1 37.7 39.6 36.4 38.0 39.9 36.7 29.6 31.6 27.0




Cost of capital for outbound investment

2004

Austria

2 Belgium
3 Cyprus
4 Czech Republic
5 Denmark
6 Estonia
7 Finland
8 France
9 Germany
10 Greece
11 Hungary
12 Ireland
13 Italy
14 Latvia
15 Lithuania
16 Luxembourg
17 Malta
18 Netherlands
19 Poland
20 Portugal
21 Slovakia
22 Slovenia
23 Spain
24 Sweden
25 UK
Mean

Retained earnings

7.5
6.2
6.9
7.3
5.0
7.5
9.0
8.4
7.6
6.6

7.7
6.1
5.8
7.1
8.2
8.1
6.3
7.0
6.1
6.5
9.3
6.9
8.0
7.1

Overall

New equity

7.6
6.6

7.7
6.1
5.8
7.1
8.2
8.1
6.3
7.0
6.1
6.5
9.3
6.9
8.0
7.2

Retained earnings

7.5

6.9
7.3
5.0

9.0
8.4
7.6
6.6
6.2
7.7
6.1
5.8
7.1
8.2
8.1
6.3
7.0
6.1

9.3
6.9
8.0
7.1

Retained earnings

New equity

6.2
6.9
7.3
7.4
7.5
