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Abstract 
�,�Q�� �D�Q�� �L�Q�F�U�H�D�V�L�Q�J�O�\�� �J�O�R�E�D�O�L�V�H�G�� �H�F�R�Q�R�P�\�� �L�W�� �E�H�F�R�P�H�V�� �P�R�U�H�� �O�L�N�H�O�\�� �W�K�D�W�� �W�D�[�S�D�\�H�U�V�� �X�Q�G�H�U�� �L�Q�Y�H�V�W�L�J�D�W�L�R�Q�� �D�U�H�� �Q�R�W���Q�H�F�H�V�V�D�U�L�O�\�� �L�Q�� �W�K�H��
�F�R�X�Q�W�U�\�� �R�I�� �W�K�H�� �U�H�O�H�Y�D�Q�W�� �W�D�[�� �D�J�H�Q�F�\�� �D�Q�G�� �W�K�H�� �L�P�S�D�F�W�H�G�� �U�H�Y�H�Q�X�H�V�� �P�D�\�� �E�H�� �W�K�R�V�H�� �R�I�� �V�H�Y�H�U�D�O�� �M�X�U�L�V�G�L�F�W�L�R�Q�V���� �,�Q�� �R�U�G�H�U�� �W�R�� �H�Q�V�X�U�H�� �D��
�U�D�W�L�R�Q�D�O���F�R�Q�V�L�G�H�U�D�W�L�R�Q���R�I�� �W�K�L�V���L�P�S�R�U�W�D�Q�W���L�V�V�X�H���L�Q���$�X�V�W�U�D�O�L�D���L�W���L�V���F�U�X�F�L�D�O���W�R���X�Q�G�H�U�V�W�D�Q�G���W�K�H���L�Q�W�H�U�Q�D�W�L�R�Q�D�O���R�U�J�D�Q�L�V�D�W�L�R�Q�D�O���F�R�Q�W�H�[�W��
�D�Q�G�� �L�Q�W�H�U�Q�D�W�L�R�Q�D�O�� �L�Q�V�W�U�X�P�H�Q�W�V�� �W�K�D�W�� �X�Q�G�H�U�S�L�Q�� �W�K�H�� �S�U�D�F�W�L�F�H�� �R�I�� �W�K�H�� �&�R�P�P�L�V�V�L�R�Q�H�U�� �R�I�� �7�D�[�D�W�L�R�Q�¶�V�� �L�Q�Y�H�V�W�L�J�D�W�R�U�\�� �S�R�Z�H�U�V�� �D�Q�G�� �W�K�H�L�U��
�S�O�D�F�H���L�Q���D�Q���L�Q�W�H�U�Q�D�W�L�R�Q�D�O�L�V�H�G���F�R�P�P�H�U�F�L�D�O���H�Q�Y�L�U�R�Q�P�H�Q�W������
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�7�K�H���D�U�H�D�V���R�I�� �I�R�F�X�V���L�Q���W�K�L�V���S�D�S�H�U���D�U�H�����W�K�H���L�Q�F�U�H�D�V�L�Q�J���F�R�O�O�D�E�R�U�D�W�L�R�Q���E�H�W�Z�H�H�Q���$�X�V�W�U�D�O�L�D�¶�V���G�R�P�H�V�W�L�F���D�J�H�Q�F�L�H�V���Z�K�H�Q���L�Q�Y�H�V�W�L�J�D�W�L�Q�J��
�W�D�[�� �P�L�Q�L�P�L�V�D�W�L�R�Q�� �W�K�D�W�� �K�D�V�� �D�Q�� �L�Q�W�H�U�Q�D�W�L�R�Q�D�O�� �G�L�P�H�Q�V�L�R�Q���� �W�K�H�� �J�U�R�Z�W�K�� �R�I�� �L�Q�W�H�U�Q�D�W�L�R�Q�D�O�� �F�R�O�O�D�E�R�U�D�W�L�Y�H�� �L�Q�L�W�L�D�W�L�Y�H�V�� �W�R�� �L�P�S�U�R�Y�H�� �W�K�H��
�W�U�D�Q�V�S�D�U�H�Q�F�\�� �D�Q�G�� �H�[�F�K�D�Q�J�H�� �R�I�� �W�D�[�� �L�Q�I�R�U�P�D�W�L�R�Q�� ���P�D�L�Q�O�\�� �G�U�L�Y�H�Q�� �W�K�U�R�X�J�K�� �W�K�H�� �2�U�J�D�Q�L�V�D�W�L�R�Q�� �I�R�U�� �(�F�R�Q�R�P�L�F�� �&�R���R�S�H�U�D�W�L�R�Q�� �D�Q�G��
�'�H�Y�H�O�R�S�P�H�Q�W�� ���2�(�&�'�������� �G�H�Y�H�O�R�S�P�H�Q�W�V�� �L�Q�� �L�Q�I�R�U�P�D�W�L�R�Q�� �H�[�F�K�D�Q�J�H�� �L�Q�F�O�X�G�L�Q�J�� �$�X�V�W�U�D�O�L�D�¶�V�� �F�R�P�S�U�H�K�H�Q�V�L�Y�H�� �G�R�X�E�O�H�� �W�D�[�D�W�L�R�Q��
�D�J�U�H�H�P�H�Q�W�V�����W�D�[���L�Q�I�R�U�P�D�W�L�R�Q���H�[�F�K�D�Q�J�H���D�J�U�H�H�P�H�Q�W�V�����D�Q�G���W�K�H���U�H�O�H�Y�D�Q�F�H���R�I���G�R�P�H�V�W�L�F���O�H�J�L�V�O�D�W�L�Y�H���S�U�R�Y�L�V�L�R�Q�V���V�X�F�K���D�V���V�V���������������������	��
�������$���R�I���W�K�H��In co me T a x A ssessmen t  A ct  19 36  ��ITA A  1 93 6 ������
��
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�F�R�P�S�H�W�L�W�L�R�Q�� �H�Q�W�L�W�O�H�G��Har m f ul Tax Compe tit i on:  An Eme r gi ng Gl obal Is s ue�� �������7�K�H��
�U�H�S�R�U�W���Z�D�V���S�U�H�S�D�U�H�G���I�R�O�O�R�Z�L�Q�J���D���U�H�T�X�H�V�W���E�\���W�K�H���2�(�&�'���F�R�X�Q�W�U�L�H�V���W�R���³�G�H�Y�H�O�R�S���P�H�D�V�X�U�H�V��
�W�R�� �F�R�X�Q�W�H�U�� �W�K�H�� �G�L�V�W�R�U�W�L�Q�J�� �H�I�I�H�F�W�V�� �R�I�� �K�D�U�P�I�X�O�� �W�D�[���F�R�P�S�H�W�L�W�L�R�Q�� �R�Q���L �Q�Y�H�V�W�P�H�Q�W�� �D�Q�G��
�I�L�Q�D�Q�F�L�Q�J���G�H�F�L�V�L�R�Q�V���D�Q�G���W�K�H���F�R�Q�V�H�T�X�H�Q�F�H�V���I�R�U���Q�D�W�L�R�Q�D�O���W�D�[���E�D�V�H�V���´��������

��

��������������������������������������������������������������������������������������������������
���������������������� �������� �(�G�Z�L�Q�� �5�$�� �6�H�O�L�J�P�D�Q���� ���� �'�R�X�E�O�H�� �7�D�[�D�W�L�R�Q�� �D�Q�G�� �,�Q�W�H�U�Q�D�W�L�R�Q�D�O�� �)�L�V�F�D�O�� �&�R�R�S�H�U�D�W�L�R�Q�� ����������������
���������������D�Q�G���8�Q�L�W�H�G���.�L�Q�J�G�R�P�����5�H�S�R�U�W���R�I���W�K�H���5�R�\�D�O���&�R�P�P�L�V�V�L�R�Q���R�Q���W�K�H���,�Q�F�R�P�H���7�D�[���&�P�G����������������������������

�������)�R�U���D���G�H�W�D�L�O�H�G���G�L�V�F�X�V�V�L�R�Q���R�I���W�K�H�V�H���I�R�U�X�P�V���V�H�H���0�L�F�K�D�H�O���'�L�U�N�L�V�����������������D�E�R�Y�H���Q�������D�Q�G���-�D�Q���)�D�U�U�H�O�O�����&�X�U�U�H�Q�W��
�F�U�R�V�V���E�R�U�G�H�U���D�U�U�D�Q�J�H�P�H�Q�W�V���Z�L�W�K���U�H�Y�H�Q�X�H���D�X�W�K�R�U�L�W�L�H�V�������S�U�H�V�H�Q�W�H�G���D�W���W�K�H���7�D�[�D�W�L�R�Q���,�Q�V�W�L�W�X�W�H���R�I���$�X�V�W�U�D�O�L�D�¶�V��
�1�6�:���&�R�U�S�R�U�D�W�H���,�Q�W�H�Q�V�L�Y�H���������1�R�Y�H�P�E�H�U��������������

�������7�K�H���&�)�$���F�K�D�Q�J�H�G���W�K�H���)�R�U�X�P�¶�V���Q�D�P�H���D�Q�G���P�R�G�L�I�L�H�G���L�W�V���P�D�Q�G�D�W�H���L�Q���-�X�Q�H����������������
�������2�(�&�'�����)�R�U�X�P���R�Q���7�D�[���$�G�P�L�Q�L�V�W�U�D�W�L�R�Q���Z�H�E�V�L�W�H���O�R�F�D�W�H�G���D�W���8�5�/�����K�W�W�S�������Z�Z�Z���R�H�F�G���R�U�J���V�L�W�H���F�W�S�I�W�D�����R�Q��������

�-�D�Q�X�D�U�\����������������
�������,�E�L�G������
�������2�(�&�'����Ha rmf u l  T a x Co mp et i t io n: 



e J ou rna l  o f Tax  Re sea rch �� �������������������������������(�[�F�K�D�Q�J�H���R�I���W�D�[���U�H�O�D�W�H�G���L�Q�I�R�U�P�D�W�L�R�Q����
��

��������

�7�K�H�� �2�(�&�'���*�O�R�E�D�O�� �)�R�U�X�P�� �R�Q���7 �U�D�Q�V�S�D�U�H�Q�F�\�� �D�Q�G�� �(�[�F�K�D�Q�J�H�� �R�I�� �,�Q�I�R�U�P�D�W�L�R�Q�� �I�R�U�� �7�D�[��
�3�X�U�S�R�V�H�V���������I�R�U�P�H�U�O�\���W�K�H���*�O�R�E�D�O���)�R�U�X�P���R�Q���7�D�[�D�W�L�R�Q�����������Z�D�V���H�V�W�D�E�O�L�V�K�H�G���L�Q�������������E�\���W�K�H��
�2�(�&�'�����6�L�Q�F�H�������������W�K�H���*�O�R�E�D�O���)�R�U�X�P���K�D�V���S�O�D�\�H�G���D���F�H�Q�W�U�D�O���U�R�O�H���L�Q���W�K�H���G�H�Y�H�O�R�S�P�H�Q�W���D�Q�G��
�S�U�R�P�R�W�L�R�Q�� �R�I�� �Z�K�D�W�� �D�U�H�� �Q�R�Z�� �L�Q�W�H�U�Q�D�W�L�R�Q�D�O�O�\�� �D�F�F�H�S�W�H�G�� �V�W�D�Q�G�D�U�G�V�� �R�I�� �W�U�D�Q�V�S�D�U�H�Q�F�\�� �D�Q�G��
�H�[�F�K�D�Q�J�H�� �R�I�� �L�Q�I�R�U�P�D�W�L�R�Q�� �D�F�U�R�V�V�� �W�D�[�� �L�V�V�X�H�V���������7�K�H�� �L�Q�W�H�U�Q�D�W�L�R�Q�D�O�O�\�� �D�J�U�H�H�G�� �W�D�[�� �V�W�D�Q�G�D�U�G��
�Z�D�V���G�H�Y�H�O�R�S�H�G���E�\���W�K�H���2�(�&�'���L�Q���F�R���R�S�H�U�D�W�L�R�Q���Z�L�W�K���Q�R�Q���2�(�&�'���F�R�X�Q�W�U�L�H�V���D�Q�G���H�Q�G�R�U�V�H�G��
�E�\���*�������)�L�Q�D�Q�F�H���0�L�Q�L�V�W�H�U�V���D�W���W�K�H�L�U���%�H�U�O�L�Q���0�H�H�W�L�Q�J���L�Q���������������W�K�H�Q���E�\���W�K�H���8�1���&�R�P�P�L�W�W�H�H��
�R�I���(�[�S�H�U�W�V���R�Q���,�Q�W�H�U�Q�D�W�L�R�Q�D�O���&�R�R�S�H�U�D�W�L�R�Q���L�Q���7�D�[���0�D�W�W�H�U�V���D�W���L�W�V���2�F�W�R�E�H�U�������������0�H�H�W�L�Q�J������
��
�7�K�H���V�W�D�Q�G�D�U�G���U�H�T�X�L�U�H�V���H�[�F�K�D�Q�J�H���R�I���L�Q�I�R�U�P�D�W�L�R�Q��on re que s t ���L�Q���D�O�O���W�D�[���P�D�W�W�H�U�V���Z�K�H�U�H���L�W���L�V��
f or es e e abl y r el e v ant���W�R���W�K�H���D�G�P�L�Q�L�V�W�U�D�W�L�R�Q���D�Q�G���H�Q�I�R�U�F�H�P�H�Q�W���R�I���W�K�H���G�R�P�H�V�W�L�F���W�D�[���O�D�Z�V���R�I��
�W�K�H�� �U�H�T�X�H�V�W�L�Q�J�� �M�X�U�L�V�G�L�F�W�L�R�Q�� �Z�L�W�K�R�X�W�� �U�H�J�D�U�G�� �W�R�� �G�R�P�H�V�W�L�F�� �W�D�[�� �L�Q�W�H�U�H�V�W�� �U�H�T�X�L�U�H�P�H�Q�W�V�� �R�U��
�E�D�Q�N���V�H�F�U�H�F�\���I�R�U���W�D�[���S�X�U�S�R�V�H�V�����,�W���D�O�V�R���S�U�R�Y�L�G�H�V���I�R�U���H�[�W�H�Q�V�L�Y�H���V�D�I�H�J�X�D�U�G�V���W�R���S�U�R�W�H�F�W���W�K�H��
�F�R�Q�I�L�G�H�Q�W�L�D�O�L�W�\���R�I���W�K�H���L�Q�I�R�U�P�D�W�L�R�Q���H�[�F�K�D�Q�J�H�G����������
��
�7�K�H���)�R�U�X�P���F�R�Q�V�L�V�W�V���R�I���V�R�P�H�����������M�X�U�L�V�G�L�F�W�L�R�Q�V���G�U�D�Z�Q���I�U�R�P���2�(�&�'���F�R�X�Q�W�U�L�H�V���D�Q�G���Q�R�Q��
�2�(�&�'���P�H�P�E�H�U�V�����U�H�I�H�U�U�H�G���W�R���D�V���F�R�P�P�L�W�W�H�G���M�X�U�L�V�G�L�F�W�L�R�Q�V����



e J ou rna l  o f Tax  Re sea rch �� ������������������������������



e J ou rna l  o f Tax  Re sea rch �� �������������������������������(�[�F�K�D�Q�J�H���R�I���W�D�[���U�H�O�D�W�H�G���L�Q�I�R�U�P�D�W�L�R�Q����
��

��������

�x �L�G�H�Q�W�L�I�\�L�Q�J�� �H�P�H�U�J�L�Q�J�� �W�U�H�Q�G�V�� �D�Q�G�� �S�D�W�W�H�U�Q�V�� �W�R�� �D�Q�W�L�F�L�S�D�W�H�� �Q�H�Z�� �D�E�X�V�L�Y�H�� �W�D�[��
�V�F�K�H�P�H�V�����D�Q�G��

�x �L�P�S�U�R�Y�L�Q�J���N�Q�R�Z�O�H�G�J�H���R�I���W�H�F�K�Q�L�T�X�H�V���X�V�H�G���W�R���S�U�R�P�R�W�H���F�U�R�V�V���E�R�U�G�H�U���D�E�X�V�L�Y�H���W�D�[��
�V�F�K�H�P�H�V��



e J ou rna l  o f Tax  Re sea rch �� �������������������������������(�[�F�K�D�Q�J�H���R�I���W�D�[���U�H�O�D�W�H�G���L�Q�I�R�U�P�D�W�L�R�Q����
��

��������

�,�Q�W�H�U�J�R�Y�H�U�Q�P�H�Q�W�D�O�� �$�J�U�H�H�P�H�Q�W��



e J ou rna l  o f Tax  Re sea rch ��



e J ou rna l  o f Tax  Re sea rch �� �������������������������������(�[�F�K�D�Q�J�H���R�I���W�D�[���U�H�O�D�W�H�G���L�Q�I�R�U�P�D�W�L�R�Q����
��

��������





e J ou rna l  o f Tax  Re sea rch �� �������������������������������(�[�F�K�D�Q�J�H���R�I���W�D�[���U�H�O�D�W�H�G���L�Q�I�R�U�P�D�W�L�R�Q����
��

��������

�W�R�� �E�H�L�Q�J�� �D�X�W�K�R�U�L�V�H�G�� �E�\�� �V�� ������ �R�I�� �W�K�H��I nte r nat i onal  Tax  Agr ee me nts  Act  1953 (Ct h) ��
(I nt e r nati onal  Agr e e me nt s Ac t ���� ���F�R�Q�V�L�G�H�U�H�G�� �L�Q�� �W�K�H�� �I�R�O�O�R�Z�L�Q�J�� �V�H�F�W�L�R�Q�� �R�I�� �W�K�L�V�� �S�D�S�H�U������
�)�X�U�W�K�H�U�� �W�K�D�W�� �W�K�H�� �'�7�$�� �L�Q�I�R�U�P�D�W�L�R�Q�� �H�[�F�K�D�Q�J�H�� �D�U�W�L�F�O�H�� �G�L�G�� �Q�R�W�� �R�I�� �L�W�V�H�O�I�� �D�X�W�K�R�U�L�V�H�� �W�K�H��
�P�D�N�L�Q�J�� �R�I�� �D�� �U�H�T�X�H�V�W���� �U�D�W�K�H�U�� �L�W�� �V�H�W�� �R�X�W�� �W�K�H�� �U�H�V�S�R�Q�V�L�E�L�O�L�W�L�H�V�� �R�I�� �W�K�H�� �U�H�F�L�S�L�H�Q�W�� �R�I�� �W�K�D�W��
�U�H�T�X�H�V�W���������7�K�L�V���P�D�\���S�U�R�Y�L�G�H���I�H�U�W�L�O�H���J�U�R�X�Q�G���I�R�U���O�L�W�L�J�D�W�L�R�Q���R�I���W�K�H���G�R�P�H�V�W�L�F���O�H�J�D�O���E�D�V�L�V���R�I��
�&�R�P�P�L�V�V�L�R�Q�H�U�¶�V���G�H�F�L�V�L�R�Q�V���W�R���U�H�T�X�H�V�W���L�Q�I�R�U�P�D�W�L�R�Q���W�K�U�R�X�J�K���W�K�H���'�7�$���S�U�R�Y�L�V�L�R�Q�V����

��
4.1.3. Section 23 of the International Tax Agreements Act 1953 (Cth) 

�7�R���J�L�Y�H���V�X�S�S�R�U�W���W�R���W�K�H���Q�H�Z���$�U�W�L�F�O�H�����������D���Q�H�Z���V���������R�I���W�K�H��I nte r nat ional  Agr e e me nts Ac t  
�Z�D�V���H�Q�D�F�W�H�G���L�Q�������������������6�H�F�W�L�R�Q���������������H�[�S�U�H�V�V�O�\���D�X�W�K�R�U�L�V�H�V���W�K�H���&�R�P�P�L�V�V�L�R�Q�H�U���W�R���X�V�H���W�K�H��
�L�Q�I�R�U�P�D�W�L�R�Q���J�D�W�K�H�U�L�Q�J�� �S�U�R�Y�L�V�L�R�Q�V�� �I�R�U�� �W�K�H�� �S�X�U�S�R�V�H�� �R�I�� �J�D�W�K�H�U�L�Q�J�� �L�Q�I�R�U�P�D�W�L�R�Q�� �W�R�� �E�H��
�H�[�F�K�D�Q�J�H�G���X�Q�G�H�U���E�R�W�K���'�7�$�V���D�Q�G���7�,�(�$�V�����7�K�H���L�Q�I�R�U�P�D�W�L�R�Q���S�U�R�Y�L�G�H�G���L�V���Q�R�W���U�H�V�W�U�L�F�W�H�G���W�R��
�L�Q�I�R�U�P�D�W�L�R�Q�� �U�H�O�D�W�L�Q�J�� �W�R�� �$�X�V�W�U�D�O�L�D�Q�� �W�D�[���������7�K�H�� ���L�Q�I�R�U�P�D�W�L�R�Q���J�D�W�K�H�U�L�Q�J�� �S�U�R�Y�L�V�L�R�Q�V���� �D�U�H��
�D�Q�\���W�D�[�D�W�L�R�Q���O�D�Z���S�U�R�Y�L�V�L�R�Q���W�K�D�W���D�O�O�R�Z�V���W�K�H���&�R�P�P�L�V�V�L�R�Q�H�U���W�R����

��
�x �D�F�F�H�V�V���O�D�Q�G�����S�U�H�P�L�V�H�V�����G�R�F�X�P�H�Q�W�V�����L�Q�I�R�U�P�D�W�L�R�Q�����J�R�R�G�V���R�U���R�W�K�H�U���S�U�R�S�H�U�W�\����
�x �U�H�T�X�L�U�H���R�U���G�L�U�H�F�W���D���S�H�U�V�R�Q���W�R���S�U�R�Y�L�G�H���L�Q�I�R�U�P�D�W�L�R�Q�����R�U��
�x �U�H�T�X�L�U�H���R�U���G�L�U�H�F�W���D���S�H�U�V�R�Q���W�R���D�S�S�H�D�U���E�H�I�R�U�H���W�K�H���&�R�P�P�L�V�V�L�R�Q�H�U���R�U���D�Q���R�I�I�L�F�H�U���D�Q�G��

�J�L�Y�H���H�Y�L�G�H�Q�F�H���R�U���S�U�R�G�X�F�H���G�R�F�X�P�H�Q�W�V������������
��

�7�K�H�� �W�H�U�P�� ���W�D�[�D�W�L�R�Q�� �O�D�Z���� �L�V�� �D�O�V�R�� �E�U�R�D�G�O�\�� �G�H�I�L�Q�H�G�� �L�Q�� �W�K�H��I ncome  Tax  Ass e ss m e nt Ac t 
1997 ��I TAA 1997 �����W�R���E�H���D�Q�\���D�F�W���D�G�P�L�Q�L�V�W�H�U�H�G���E�\���W�K�H���&�R�P�P�L�V�V�L�R�Q�H�U���D�Q�G���D�Q�\���U�H�J�X�O�D�W�L�R�Q��



e J ou rna l  o f Tax  Re sea rch �� �������������������������������(�[�F�K�D�Q�J�H���R�I���W�D�[���U�H�O�D�W�H�G���L�Q�I�R�U�P�D�W�L�R�Q����
��

��������

�D�O�V�R���E�H�H�Q���P�D�G�H���W�R���W�K�H��Tax at i on Admi nis tr ati on Act ���W�R���H�Q�V�X�U�H���W�K�D�W���V�X�F�K���G�L�V�F�O�R�V�X�U�H�V���D�U�H��
�Q�R�W���D���E�U�H�D�F�K�����7�K�H�V�H���D�P�H�Q�G�P�H�Q�W�V���D�S�S�O�\���W�R���U�H�T�X�H�V�W�V���I�R�U���H�[�F�K�D�Q�J�H���R�I���L�Q�I�R�U�P�D�W�L�R�Q���P�D�G�H��
�I�U�R�P�� �������6�H�S�W�H�P�E�H�U�� ������������ �S�U�R�Y�L�G�H�G���W�K�H���U�H�O�H�Y�D�Q�W���L�Q�W�H�U�Q�D�W�L�R�Q�D�O���D�J�U�H�H�P�H�Q�W���X�Q�G�H�U���Z�K�L�F�K��
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Abstract 
�7�K�H�� �J�H�Q�H�U�D�O�� �D�Q�W�L���D�Y�R�L�G�D�Q�F�H�� �S�U�R�Y�L�V�L�R�Q�V�� �L�Q���3�D�U�W�� �,�9�$�� �L�Q�F�O�X�G�H�� �V�S�H�F�L�I�L�F�� �S�U�R�Y�L�V�L�R�Q�V�� �W�R�� �E�U�L�Q�J�� �Z�L�W�K�L�Q�� �W�K�H���V�F�R�S�H�� �R�I�� �3�D�U�W�� �,�9�$�� �W�K�R�V�H��
�V�F�K�H�P�H�V���Z�K�L�F�K���D�U�H���E�\���Z�D�\���R�I���R�U���L�Q���W�K�H���Q�D�W�X�U�H���R�I���G�L�Y�L�G�H�Q�G���V�W�U�L�S�S�L�Q�J�����D�Q�G���V�F�K�H�P�H�V���K�D�Y�L�Q�J���V�X�E�V�W�D�Q�W�L�D�O�O�\���W�K�H���H�I�I�H�F�W���R�I���D���G�L�Y�L�G�H�Q�G��
�V�W�U�L�S�S�L�Q�J�� �V�F�K�H�P�H���� �-�X�G�L�F�L�D�O���L�Q�W�H�U�S�U�H�W�D�W�L�R�Q���R�I�� �W�K�H���D�S�S�O�L�F�D�W�L�R�Q���R�I�� �W�K�L�V���S�U�R�Y�L�V�L�R�Q���K�D�V���I�D�Y�R�X�H�G���D���F�R�Q�V�W�U�X�F�W�L�R�Q���Z�K�H�U�H�E�\�� �S�X�U�S�R�V�H���L�V��
�L�P�S�O�L�H�V���D�V���D�Q���H�O�H�P�H�Q�W���L�Q���W�K�H���R�S�H�U�D�W�L�R�Q��H�
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Abstract 
�7�K�H���I�D�F�W�R�U�V���V�K�D�S�L�Q�J���S�H�R�S�O�H�
�V���S�U�H�I�H�U�H�Q�F�H�V���I�R�U���P�X�Q�L�F�L�S�D�O���O�D�E�R�U���L�Q�F�R�P�H���W�D�[���U�D�W�H�V���L�Q���6�Z�H�G�H�Q���D�U�H���D�V�V�H�V�V�H�G���X�V�L�Q�J���V�X�U�Y�H�\���G�D�W�D�����7�K�H��
�W�D�[�� �U�D�W�H�� �D�F�W�X�D�O�O�\�� �I�D�F�H�G�� �E�\�� �W�K�H�� �U�H�V�S�R�Q�G�H�Q�W�V�� �G�R�H�V�� �Q�R�W�� �K�D�Y�H�� �H�[�S�O�D�Q�D�W�R�U�\�� �S�R�Z�H�U�� �I�R�U�� �W�K�H�L�U�� �D�W�W�L�W�X�G�H�V�� �W�R�Z�D�U�G�� �W�K�H�� �W�D�[�� �U�D�W�H���� �7�K�H��
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Table 3: Summary statistics, background characteristics 
 
Variable Description Mean Standard 

deviation 
Percentage 
0 

Percentage 
1 

Obs. 

Women =1 if woman 0.478 0.500 52.2 47.8 1,554 
Old (65-85) =1 if 65-85 years old 0.214 0.410 78.6 21.4 1,554 
Children =1 if child 0-6 in household 0.138 0.345 86.2 13.8 1,554 
Low income =1 if household yearly income is 

less than 11k euro (single adult) or 
22k euro (two or more) 

0.310 0.463 69.0 31.0 1,475 
 

High income =1 if household yearly income 
exceeds 43k euro (single adult) or 
65k euro (two or more) 

0.193  
 

0.395 80.7 19.3 1,475 

Low 
education 

=1 if no high school degree 0.362  
 

0.481 63.8 36.2 1,554 

High 
education 

=1 if studies at university or for a 
university degree 

0.293  
 

0.455 70.7 29.3 1,536 

Municipal 
employee 

=1 if working in municipal sector 0.280  
 

0.449 72.0 28.0 1,357 

Newspaper =1 if read morning newspaper 
6-7 days/week 

0.631  
 

0.483 36.9 63.1 1,543 

Left =1 if 1 or 2 on a political scale 1-5 0.340  
 

0.474 66.0 34.0 1,495 

Right =1 if 4 or 5 on a political scale 1-5 0.344  
 

0.475 65.6 34.4 1,495 

Good 
services 

=1 if services in municipality fairly 
good or very good, last 12 months 

0.463  
 

0.500 53.7 46.3 1,404 

Low 
knowledge 

=1 if 1-3 on a scale 1-10 0.186  
 

0.389 81.4 18.6 1,519 

Low trust 
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Table 6: Marginal effects based on ordered probit estimations of attitudes 
toward municipal income tax      
  
 Abolish/   Decrease  Keep   Increase 
 decrease a lot  some   unchanged some  
Tax rate   0.006   0.012   -0.013   -0.005 
Tax base   0.001   0.002   -0.002   -0.001 
Grants   0.002   0.005   -0.005   -0.002 
Women   0.004  0.009   -0.010   -0.003 
Old (65-85) -0.014   -0.032     0.033     0.013 
Children -0.001  0.001   -0.001   -0.000 
Low income   0.022*   0.040**   -0.046*   -0.015** 
High income   0.017   0.032   -0.036   -0.012 
Low education   0.015   0.029   -0.033   -0.011 
Higher education  -0.026***                 -0.058**    0.060**    0.022** 
Municipal employee  -0.003   -0.007     0.007     0.003 
Newspaper  -0.032***   -0.060***    0.069***    0.022*** 
Left  -0.038***   -0.085***    0.088***    0.034*** 
Right   0.038***   0.070***  -0.081***  -0.027*** 
Good services  -0.018*   -0.037*    0.040*    0.014* 
Low trust    0.006    0.012   -0.014   -0.005 
Low knowledge    0.038**   0.062***  -0.077***  -0.023*** 
Marginal effects for continuous variables and first difference for dummies following 
Specification 3, Table 5. Increase a lot not presented due to few observations. 
*** p<0.01, ** p<0.05, * p<0.1. 
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��
Table 7: Testing for Tiebout bias      
Dependent variable: attitudes towards municipal income tax rate   
  Oprobit    IV 1   IV 2   IV 3  
  Panel A: Second stage results 
     
Tax rate  -0.046    -0.233**  -0.217**  -0.210** 
  (0.026)    (0.105)   (0.104)   (0.069)  
  
  Panel B: First stage results for tax rate 
Urban     0.052   0.051 
     (0.169)   (0.169) 
Change '03     -0.419***  -0.422***  -0.405*** 
     (0.137)   (0.138)   (0.141) 
Change '04     0.742***  0.741***  0.739*** 
     (0.164)  (0.166)   (0.165) 
Moved       -0.076 
       (0.107)    
Observations  1,093    1,085  1,085   1,085 
Hausman p-value     0.110   0.145   0.156 
Cragg-Don. F-value    62.45   46.40   92.12 
Sargan p-value     0.359   0.145   0.495  
Estimated with 2SLS. Only results for tax rate and instruments presented. Standard errors 
clustered at the municipal level in partenthesis. The Hausman-, Cragg_Donald-, and Sargan 
tests were conducted using a linear version of the IV-procedure. 
*** p<0.01, ** p<0.05, * p<0.1. 
 



eJournal of Tax Research�� �$�W�W�L�W�X�G�H�V���W�R�Z�D�U�G���P�X�Q�L�F�L�S�D�O���L�Q�F�R�P�H���W�D�[���U�D�W�H�V����
�L�Q���6�Z�H�G�H�Q��

��

��������

�+�D�X�V�P�D�Q�� �W�H�V�W���� �7�K�X�V���� �W�K�H�� �U�H�V�X�O�W�V�� �R�I�� �W�K�H�� �W�H�V�W�� �D�U�H�� �U�R�E�X�V�W�� �W�R�� �W�K�H�� �L�Q�F�O�X�V�L�R�Q�� �R�I�� �G�L�I�I�H�U�H�Q�W��
�L�Q�V�W�U�X�P�H�Q�W�V����
��
�7�K�L�V���V�X�J�J�H�V�W�V���W�K�D�W���D���7�L�H�E�R�X�W���E�L�D�V���L�V���Q�R�W���D���S�U�R�E�O�H�P���L�Q���W�K�L�V���V�H�W�W�L�Q�J�����\�H�W���W�K�H���U�H�V�X�O�W�V���I�U�R�P��
�S�U�H�Y�L�R�X�V���V�W�X�G�L�H�V���K�D�Y�H���E�H�H�Q���V�H�Q�V�L�W�L�Y�H���W�R���W�K�H���F�K�R�L�F�H���R�I���L�Q�V�W�U�X�P�H�Q�W�D�O���Y�D�U�L�D�E�O�H�V�����$�K�O�L�Q���D�Q�G��
�-�R�K�D�Q�V�V�R�Q���� �������������� �7�K�H�� �U�H�V�X�O�W�� �R�I�� �W�K�H�� �+�D�X�V�P�D�Q�� �W�H�V�W�� �V�K�R�X�O�G�� �W�K�H�U�H�I�R�U�H�� �E�H�� �D�F�F�H�S�W�H�G�� �R�Q�O�\��
�Z�L�W�K���V�R�P�H���F�D�X�W�L�R�Q�����(�Y�H�Q���W�K�R�X�J�K���L�W���L�V���Q�R�W���S�R�V�V�L�E�O�H���W�R���U�H�M�H�F�W���W�K�H���Q�X�O�O���R�I���Q�R���7�L�H�E�R�X�W���E�L�D�V����
�Z�K�H�Q�� �W�K�H�� �P�X�Q�L�F�L�S�D�O�� �W�D�[�� �U�D�W�H�� �L�V�� �L�Q�V�W�U�X�P�H�Q�W�H�G�� �I�R�U���� �W�K�H�� �F�R�H�I�I�L�F�L�H�Q�W�V�� �J�H�W�� �F�R�Q�V�L�G�H�U�D�E�O�\��
�O�D�U�J�H�U�����D�Q�G���V�W�D�W�L�V�W�L�F�D�O�O�\���V�L�J�Q�L�I�L�F�D�Q�W���D�W���W�K�H�������S�H�U�F�H�Q�W���O�H�Y�H�O�����W�K�D�Q���L�Q���W�K�H���Q�R�Q���L�Q�V�W�U�X�P�H�Q�W�H�G��
�R�U�G�H�U�H�G���S�U�R�E�L�W���F�R�X�Q�W�H�U�S�D�U�W�����V�H�H���V�H�F�R�Q�G���V�W�D�J�H���L�Q���7�D�E�O�H�����������7�K�L�V���L�V���D�W���O�H�D�V�W���D�Q���L�Q�G�L�F�D�W�L�R�Q��
�W�K�D�W�� �V�R�P�H�� �N�L�Q�G�� �R�I�� �7�L�H�E�R�X�W�� �V�R�U�W�L�Q�J�� �P�D�\�� �E�H�� �J�R�L�Q�J�� �R�Q�����D �Q�G�� �W�K�D�W�� �D�F�W�X�D�O�� �W�D�[�� �U�D�W�H�V�� �P�D�\��
�P�D�W�W�H�U���I�R�U���D�W�W�L�W�X�G�H�V�����)�U�R�P���G�H�V�F�U�L�S�W�L�Y�H���V�W�D�W�L�V�W�L�F�V���Z�H���N�Q�R�Z���W�K�D�W���W�K�H���K�L�J�K�O�\���H�G�X�F�D�W�H�G���D�Q�G��
�S�H�R�S�O�H���U�H�J�X�O�D�U�O�\���U�H�D�G�L�Q�J���D���Q�H�Z�V�S�D�S�H�U���í���W�Z�R���I�D�F�W�R�U�V���U�H�O�D�W�H�G���W�R���Q�R�W���Z�D�Q�W�L�Q�J���W�R���G�H�F�U�H�D�V�H��
�W�K�H�� �W�D�[�� �U�D�W�H���í�� �W�H�Q�G���W�R���O�L�Y�H�� �L�Q�� �P�X�Q�L�F�L�S�D�O�L�W�L�H�V�� �Z�L�W�K�� �O�R�Z�H�U�� �W�D�[�H�V�����7�K�L�V���L�V�� �Z�K�D�W���Z�H�� �Z�R�X�O�G��
�H�[�S�H�F�W�� �L�I�� �W�K�H�V�H�� �S�H�R�S�O�H�� �K�D�Y�H�� �P�R�Y�H�G�� �W�R�� �P�X�Q�L�F�L�S�D�O�L�W�L�H�V�� �Z�L�W�K�� �W�D�[�� �U�D�W�H�V�� �W�R�� �W�K�H�L�U�� �O�L�N�L�Q�J����
�+�R�Z�H�Y�H�U���� �I�R�U�� �R�W�K�H�U�� �Y�D�U�L�D�E�O�H�V�� �Z�K�L�F�K�� �D�U�H�� �L�P�S�R�U�W�D�Q�W�� �I�R�U�� �W�D�[�� �S�U�H�I�H�U�H�Q�F�H�V�� ���S�R�O�L�W�L�F�D�O��
�D�I�I�L�O�L�D�W�L�R�Q�����V�D�W�L�V�I�D�F�W�L�R�Q���Z�L�W�K���P�X�Q�L�F�L�S�D�O���V�H�U�Y�L�F�H�V�����D�Q�G���L�Q�F�R�P�H�����W�K�H�U�H���L�V���Q�R���W�H�Q�G�H�Q�F�\���I�R�U��
�W�K�H�V�H���J�U�R�X�S�V���W�R���U�H�V�L�G�H���L�Q���H�L�W�K�H�U���K�L�J�K�����R�U���O�R�Z���W�D�[���P�X�Q�L�F�L�S�D�O�L�W�L�H�V����
��
�%�X�W���Z�K�\���L�V���W�K�H���F�D�V�H���I�R�U���7�L�H�E�R�X�W���Q�R�W���V�R�U�W�L�Q�J���V�W�U�R�Q�J�H�U�"���2�Q�H���U�H�D�V�R�Q���F�R�X�O�G���E�H���W�K�D�W���S�H�R�S�O�H��
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Abstract 
�&�R�Q�W�H�P�S�R�U�D�U�\�� �W�D�[�� �U�H�V�H�D�U�F�K�� �D�S�S�H�D�U�V�� �W�R�� �E�H�� �E�H�F�R�P�L�Q�J�� �L�Q�F�U�H�D�V�L�Q�J�O�\�� �P�X�O�W�L���G�L�V�F�L�S�O�L�Q�D�U�\�� �D�Q�G�� �X�V�L�Q�J�� �P�L�[�H�G�� �P�H�W�K�R�G�R�O�R�J�L�H�V�� �D�V��
�U�H�V�H�D�U�F�K�H�U�V�� �V�H�H�N�� �G�H�H�S�H�U�� �X�Q�G�H�U�V�W�D�Q�G�L�Q�J�V�� �D�Q�G�� �W�K�H�U�H�E�\�� �P�R�U�H�� �F�U�L�W�L�F�D�O�O�\�� �µ�U�H�D�O�¶�� �V�R�O�X�W�L�R�Q�V�� �W�R�� �U�H�V�H�D�U�F�K�� �S�U�R�E�O�H�P�V���� �� �7�K�L�V�� �D�U�W�L�F�O�H��
�S�U�R�Y�L�G�H�V�� �D�� �G�H�W�D�L�O�H�G�� �G�L�V�F�X�V�V�L�R�Q�� �D�Q�G�� �G�H�P�R�Q�V�W�U�D�W�L�R�Q�� �R�I�� �K�R�Z�� �D�Q�D�O�\�W�L�F�D�O�� �W�R�R�O�V�� �P�R�U�H�� �F�R�P�P�R�Q�O�\�� �D�V�V�R�F�L�D�W�H�G�� �Z�L�W�K�� �T�X�D�Q�W�L�W�D�W�L�Y�H��
�U�H�V�H�D�U�F�K�� �F�D�Q�� �E�H���V�X�F�F�H�V�V�I�X�O�O�\�� �D�S�S�O�L�H�G�� �W�R�� �T�X�D�O�L�W�D�W�L�Y�H�� �G�D�W�D�� ���F�R�O�O�H�F�W�H�G�� �E�\�� �H�L�W�K�H�U�� �T�X�D�Q�W�L�W�D�W�L�Y�H�� �R�U�� �T�X�D�O�L�W�D�W�L�Y�H�� �P�H�W�K�R�G�V������ ���7�K�H��
�G�H�P�R�Q�V�W�U�D�W�L�R�Q���K�H�U�H�L�Q���L�V���E�D�V�H�G���R�Q���G�D�W�D���F�R�O�O�H�F�W�H�G���E�\���W�Z�R���I�R�F�X�V���J�U�R�X�S�V���F�R�Q�G�X�F�W�H�G���D�V���S�D�U�W���R�I���D���E�U�R�D�G�H�U���V�W�X�G�\���L�Q�W�R���G�H�W�H�U�P�L�Q�L�Q�J��
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�E�U�R�D�G�H�U���S�R�S�X�O�D�W�L�R�Q�V�������5�H�O�L�D�E�L�O�L�W�\���U�H�I�H�U�V���W�R���W�K�H���D�E�L�O�L�W�\���W�R���U�H�S�O�L�F�D�W�H���W�K�H���V�W�X�G�\�����D�Q�G���W�K�H�U�H�E�\��
�F�R�Q�I�L�U�P���U�H�M�H�F�W�� �L�W�V�� �I�L�Q�G�L�Q�J�V���� �D�Q�G�� �L�V�� �U�H�J�D�U�G�H�G�� �D�V���W �H�V�W�� �R�I�� �W�K�H�� �T�X�D�O�L�W�\�� �R�I�� �W�K�H�� �U�H�V�H�D�U�F�K������
�+�R�Z�H�Y�H�U���� �H�[�W�H�U�Q�D�O�� �Y�D�O�L�G�L�W�\�� �D�Q�G�� �U�H�O�L�D�E�L�O�L�W�\�� �D�U�H���J�H�Q�H�U�D�O�O�\�� �Q�R�W�� �D�V�� �L�P�S�R�U�W�D�Q�W�� �L�V�V�X�H�V�� �I�R�U��
�T�X�D�O�L�W�D�W�L�Y�H�� �U�H�V�H�D�U�F�K�H�U�V�� �L�Q�� �W�K�D�W�� �W�K�H�\�� �D�U�H�� �Q�R�W�� �P�D�N�L�Q�J�� �J�H�Q�H�U�D�O�L�V�D�W�L�R�Q�V�� �W�R�� �E�U�R�D�G�H�U��
�S�R�S�X�O�D�W�L�R�Q�V���� ���1 �H�Y�H�U�W�K�H�O�H�V�V���� �T�X�D�O�L�W�D�W�L�Y�H�� �U�H�V�H�D�U�F�K�H�U�V�� �U�H�P�D�L�Q�� �F�R�Q�F�H�U�Q�H�G�� �D�E�R�X�W�� �W�K�H��
�D�F�F�X�U�D�F�\�� �D�Q�G�� �D�S�S�U�R�S�U�L�D�W�H�Q�H�V�V�� �R�I���W�K�H�� �G�D�W�D�� �F�R�O�O�H�F�W�H�G���� �V�R�� �F�R�Q�V�W�U�X�F�W�� �Y�D�O�L�G�L�W�\���� �L�Q�W�H�U�Q�D�O��
�Y�D�O�L�G�L�W�\���D�Q�G���U�H�O�L�D�E�L�O�L�W�\���F�D�Q���V�W�L�O�O���E�H���U�H�O�H�Y�D�Q�W���D�Q�G���Z�R�U�W�K�\���R�I���S�X�U�V�X�L�W���Z�K�H�U�H���V�W�U�H�Q�J�W�K�H�Q�L�Q�J��
�W�K�H���T�X�D�O�L�W�\���R�I���W�K�H���U�H�V�H�D�U�F�K���L�V���G�H�V�L�U�H�G��������

�7�K�H���N�H�\���W�R���V�W�U�H�Q�J�W�K�H�Q�L�Q�J���W�K�H���Y�D�O�L�G�L�W�\���D�Q�G���U�H�O�L�D�E�L�O�L�W�\���R�I���G�D�W�D���D�Q�D�O�\�V�L�V�����R�U���L�Q�W�H�U�S�U�H�W�D�W�L�R�Q����
�L�Q���T�X�D�O�L�W�D�W�L�Y�H���U�H�V�H�D�U�F�K���O�L�H�V���L�Q���W�K�H���W�H�F�K�Q�L�T�X�H�V���X�V�H�G�����E�H�J�L�Q�Q�L�Q�J���Z�L�W�K���W�K�H���F�R�G�L�Q�J���R�I���G�D�W�D������
�&�R�G�L�Q�J���L�V���D���J�H�Q�H�U�L�F���S�U�R�F�H�V�V���E�\���Z�K�L�F�K���G�D�W�D���L�V���R�U�J�D�Q�L�V�H�G���L�Q�W�R���F�D�W�H�J�R�U�L�H�V���R�Q���W�K�H���E�D�V�L�V���R�I��
�W�K�H�P�H�V���� �F�R�Q�F�H�S�W�V�� �R�U�� �V�L�P�L�O�D�U�� �I�H�D�W�X�U�H�V�� �W�K�D�W�� �Z�L�O�O�� �U�H�G�X�F�H�� �W�K�H�� �G�D�W�D���L�Q�W�R�� �P�R�U�H�� �P�D�Q�D�J�H�D�E�O�H��
�I�R�U�P�V�� �R�U�� �F�D�W�H�J�R�U�L�H�V�� �I�R�U�� �W�K�H�� �S�X�U�S�R�V�H�V�� �R�I�� �L�Q�W�H�U�S�U�H�W�D�W�L�R�Q�������� ���7�K�H�� �F�D�W�H�J�R�U�L�H�V�� �P�D�\�� �E�H��
�G�H�W�H�U�P�L�Q�H�G���L�Q���D�G�Y�D�Q�F�H���R�U���P�D�\���H�P�H�U�J�H���I�U�R�P���W�K�H���G�D�W�D�������,�W���L�V���D�F�N�Q�R�Z�O�H�G�J�H�G���W�K�D�W���F�R�G�L�Q�J��
�R�I�� �T�X�D�O�L�W�D�W�L�Y�H�� �G�D�W�D�� �G�R�H�V�� �K�D�Y�H�� �L�W�V�� �V�K�R�U�W�F�R�P�L�Q�J�V���� �L�Q�F�O�X�G�L�Q�J�� �W�K�D�W�� �G�D�W�D�� �P�D�\���E�H�F�R�P�H��
�I�U�D�J�P�H�Q�W�H�G���D�Q�G���O�R�V�H���L�W�V���G�H�S�W�K���R�I���P�H�D�Q�L�Q�J�������)�X�U�W�K�H�U�����W�R�R���I�H�Z���R�U���W�R�R���P�D�Q�\���F�R�G�H�V�����D�Q�G���R�U��
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�$�X�V�W�U�D�O�L�D���D�Q�G���&�D�Q�D�G�D����

�)�U�R�P�� �W�K�H�� �W�L�P�H�� �W�K�D�W�� �&�*�7�� �Z�D�V�� �L�Q�W�U�R�G�X�F�H�G�� �L�Q���&�D�Q�D�G�D���� �F�D�S�L�W�D�O�� �J�D�L�Q�V�� �K�D�Y�H�� �D�O�Z�D�\�V�� �E�H�H�Q��
�W�D�[�H�G�� �R�Q�� �D�� �S�D�U�W�L�D�O���L�Q�F�O�X�V�L�R�Q�� �E�D�V�L�V���������Z�L�W�K�� �W�K�H�� �U�D�W�H�� �R�I�� �L�Q�F�O�X�V�L�R�Q���L�Q�� �L�Q�F�R�P�H�� �F�K�D�Q�J�L�Q�J�� �D�W��
�Y�D�U�L�R�X�V���W�L�P�H�V�����&�X�U�U�H�Q�W�O�\�����W�K�H���L�Q�F�O�X�V�L�R�Q���U�D�W�H���L�V���R�Q�H���K�D�O�I�����P�H�D�Q�L�Q�J���W�K�D�W���R�Q�O�\���������S�H�U���F�H�Q�W��
�R�I�� �W�D�[�S�D�\�H�U�V�¶�� �F�D�S�L�W�D�O�� �J�D�L�Q�V�� �D�U�H�� �L�Q�F�O�X�G�H�G�� �L�Q�� �W�D�[�D�E�O�H�� �L�Q�F�R�P�H���� �,�Q�� �&�D�Q�D�G�D���� �F�D�S�L�W�D�O�� �O�R�V�V�H�V��
�F�D�Q���R�Q�O�\�� �E�H�� �R�I�I�V�H�W���D�J�D�L�Q�V�W���F�D�S�L�W�D�O���J�D�L�Q�V�� �D�Q�G���W�K�H�� �U�H�P�D�L�Q�G�H�U�� �F�D�Q���E�H���F�D�U�U�L�H�G���E�D�F�N�� �W�R���W�K�H��
�W�K�U�H�H���S�U�H�F�H�G�L�Q�J���\�H�D�U�V���R�U���F�D�U�U�L�H�G���I�R�U�Z�D�U�G�����7�K�L�V���&�*�7���U�H�J�L�P�H���L�Q���&�D�Q�D�G�D���L�V���T�X�L�W�H���V�L�P�L�O�D�U��
�L�Q�� �L�W�V�� �R�S�H�U�D�W�L�R�Q�� �W�R�� �$�X�V�W�U�D�O�L�D�¶�V�� �&�*�7���� �Z�L�W�K���R�Q�H�� �R�I�� �W�K�H�� �P�D�L�Q�� �G�L�I�I�H�U�H�Q�F�H�V�� �E�H�L�Q�J�� �W�K�D�W��
�$�X�V�W�U�D�O�L�D���G�R�H�V���Q�R�W���D�O�O�R�Z���I�R�U���W�K�H���F�D�U�U�\���E�D�F�N���R�I���O�R�V�V�H�V����

���������&�D�S�L�W�D�O���*�D�L�Q�V���7�D�[���3�U�H�I�H�U�H�Q�F�H�V���L�Q���W�K�H���7�K�U�H�H���-�X�U�L�V�G�L�F�W�L�R�Q�V��

�$�X�V�W�U�D�O�L�D�����&�D�Q�D�G�D���D�Q�G���W�K�H���8�Q�L�W�H�G���6�W�D�W�H�V���D�O�O���S�U�R�Y�L�G�H���D���U�D�W�H���S�U�H�I�H�U�H�Q�F�H���I�R�U���&�*�7���S�D�\�D�E�O�H��
�E�\�� �L�Q�G�L�Y�L�G�X�D�O���W�D�[�S�D�\�H�U�V���� �7�K�H�V�H�� �W�K�U�H�H�� �M�X�U�L�V�G�L�F�W�L�R�Q�V�� �Z�H�U�H�� �F�K�R�V�H�Q�� �I�R�U�� �W�K�H�� �U�H�V�H�D�U�F�K��
�E�H�F�D�X�V�H�� �W�K�H�L�U�� �W�D�[�� �V�\�V�W�H�P�V�� �F�D�Q�� �E�H�� �V�H�H�Q�� �D�V���V�R �P�H�Z�K�D�W�� �V�L�P�L�O�D�U�� �D�Q�G�� �W�K�H�\�� �K�D�Y�H�� �D�O�O��
�H�[�S�H�U�L�H�Q�F�H�G���D�W���O�H�D�V�W���R�Q�H���&�*�7���U�D�W�H���F�K�D�Q�J�H�����$���Q�R�W�D�E�O�H���G�L�I�I�H�U�H�Q�F�H���E�H�W�Z�H�H�Q���$�X�V�W�U�D�O�L�D���D�Q�G��
�W�K�H���1�R�U�W�K���$�P�H�U�L�F�D�Q���M�X�U�L�V�G�L�F�W�L�R�Q�V���L�V���W�K�H���H�[�S�H�U�L�H�Q�F�H���H�D�F�K���K�D�V���K�D�G���Z�L�W�K���I�X�O�O���U�D�W�H���F�D�S�L�W�D�O��
�J�D�L�Q�V���W�D�[���U�H�J�L�P�H�V�����7�K�H���$�X�V�W�U�D�O�L�D�Q���&�*�7���U�H�J�L�P�H���Z�D�V���R�Q�H���W�K�D�W���W�D�[�H�G���F�D�S�L�W�D�O���J�D�L�Q�V���D�W���I�X�O�O��
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4.1.1 Responses to Question One and Two from the Australian Interviews 

Question one: What do you consider to be the main benefits and disadvantages of 
CGT preferences? 
 
Question two: Given the benefits of deferral that apply to capital gains and the 
ability of the taxpayer to effectively choose when and if they will realise a capital 
gain, are preferential rates for capital gains considered appropriate? 
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…it is inappropriate to have a CGT discount or an exclusion or a lower rate of capital 
gains than you have for other forms of income because…investors can choose when to 
realise their assets…so you do potentially get some game playing going on… 

���5�H�V�S�R�Q�G�H�Q�W���1���R�Q���T�X�H�V�W�L�R�Q���W�Z�R�� 

I don’t think you need preferential rates. 

���5�H�V�S�R�Q�G�H�Q�W���5���R�Q���T�X�H�V�W�L�R�Q���W�Z�R����

 I think that deferral is a big advantage and that preferential treatments in fact 
exacerbate lock-in factors… I think the deferral aspects on the whole outweigh the 
case for any sort of concessional treatment. Tax on a realisation basis is in itself a 
concessional treatment.  

���5�H�V�S�R�Q�G�H�Q�W���6���R�Q���T�X�H�V�W�L�R�Q���W�Z�R����

�$�Q�R�W�K�H�U�� �U�H�V�S�R�Q�G�H�Q�W�� �I�U�R�P�� �$�X�V�W�U�D�O�L�D�� �U�H�I�H�U�U�H�G�� �W�R�� �W�K�H�� �E�X�Q�F�K�L�Q�J�� �S�U�R�E�O�H�P���� �$�F�F�R�U�G�L�Q�J�� �W�R��
�V�R�P�H�� �R�I�� �W�K�H�� �O�L�W�H�U�D�W�X�U�H���� �E�X�Q�F�K�L�Q�J�� �L�V�� �D�Q�� �R�Y�H�U�V�W�D�W�H�G�� �S�U�R�E�O�H�P�� �D�V���P �R�V�W�� �F�D�S�L�W�D�O�� �J�D�L�Q�V�� �D�U�H��
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�5�H�V�S�R�Q�G�H�Q�W���$���Z�D�V���R�I���W�K�H���Y�L�H�Z���W�K�D�W���W�K�H�U�H���Z�H�U�H���E�H�W�W�H�U���I�R�U�P�V���R�I���V�D�Y�L�Q�J���D�Q�G���L�Q�Y�H�V�W�P�H�Q�W��
�L�Q�F�H�Q�W�L�Y�H�V���W�K�D�Q���D���&�*�7���U�D�W�H���S�U�H�I�H�U�H�Q�F�H�����7�K�L�V���U�H�V�S�R�Q�G�H�Q�W���D�O�V�R���U�H�I�H�U�U�H�G���W�R���S�U�H�Y�L�R�X�V���&�*�7��
�U�D�W�H�� �U�H�G�X�F�W�L�R�Q�V�� �L�Q�� �W�K�H�� �8�Q�L�W�H�G�� �6�W�D�W�H�V�� �E�H�L�Q�J�� �M�X�V�W�L�I�L�H�G�� �E�\�� �S�R�O�L�F�\�P�D�N�H�U�V�� �R�Q�� �W�K�H�� �E�D�V�L�V�� �R�I��
�U�H�Y�H�Q�X�H�� �J�D�L�Q�V���� �+�R�Z�H�Y�H�U���� �W�K�H�� �U�H�V�S�R�Q�G�H�Q�W�� �E�H�O�L�H�Y�H�G�� �W�K�D�W�� �W�K�H�� �O�L�W�H�U�D�W�X�U�H�� �W�K�D�W�� �H�V�W�L�P�D�W�H�V�� �D��
�O�D�U�J�H���U�H�Y�H�Q�X�H���J�D�L�Q���D�V���D���U�H�V�X�O�W���R�I���D���&�*�7���U�D�W�H���F�X�W���L�V���Q�R�W���Y�H�U�\���S�H�U�V�X�D�V�L�Y�H���G�X�H���W�R���I�O�D�Z�V���L�Q��
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other piece is to the extent that some gains come from corporate profits and some of 
those corporate profits have previously been taxed at the enterprise level, that would 
produce a second level of tax which might lead to over-taxation of corporate 
enterprises relative to other businesses.  

���5�H�V�S�R�Q�G�H�Q�W���&���R�Q���T�X�H�V�W�L�R�Q���R�Q�H����

�7�K�H�� �U�H�V�S�R�Q�V�H�� �R�I�� �5�H�V�S�R�Q�G�H�Q�W�� �&�� �L�V�� �F�R�Q�V�L�V�W�H�Q�W�� �Z�L�W�K�� �W�K�H�� �O�L�W�H�U�D�W�X�U�H�� �R�Q�� �W�K�H�� �O�R�F�N���L�Q�� �H�I�I�H�F�W����
�7�K�H�� �O�R�F�N���L�Q�� �H�I�I�H�F�W�� �G�H�V�F�U�L�E�H�V�� �W�D�[�S�D�\�H�U�V�� �F�K�R�R�V�L�Q�J�� �W�R�� �K�R�O�G�� �W�K�H�L�U�� �F�D�S�L�W�D�O���D�V�V�H�W�V�� �W�K�D�W���K�D�Y�H��
�D�S�S�U�H�F�L�D�W�H�G���L�Q�� �Y�D�O�X�H���� �V�R�� �W�K�D�W���W�K�H�� �&�*�7�� �R�Q�� �W�K�H�� �D�F�F�U�X�H�G�� �F�D�S�L�W�D�O�� �J�D�L�Q�� �F�D�Q���E�H�� �G�H�I�H�U�U�H�G���R�U��
�D�O�W�R�J�H�W�K�H�U���D�Y�R�L�G�H�G���������7�K�H���O�L�W�H�U�D�W�X�U�H���G�H�V�F�U�L�E�H�V���O�R�F�N���L�Q���D�V���D�Q���L�P�S�H�G�L�P�H�Q�W���W�R���V�H�O�O�L�Q�J���R�Q�H��
�D�V�V�H�W���D�Q�G���U�H�S�O�D�F�L�Q�J�� �L�W���Z�L�W�K���D�Q�R�W�K�H�U�� �Z�K�L�F�K�� �K�D�V�� �D�� �K�L�J�K�H�U�� �S�U�H���W�D�[�� �U�H�W�X�U�Q���������$�F�F�R�U�G�L�Q�J�� �W�R��
�W�K�H���W�K�H�R�U�\���R�I���W�K�H���O�R�F�N���L�Q���H�I�I�H�F�W�����W�D�[�S�D�\�H�U�V���Z�L�O�O���E�H���U�H�V�S�R�Q�V�L�Y�H���W�R���D���O�R�Z�H�U�L�Q�J���R�I���W�K
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4.1.3 Responses to Question One and Two from the Canadian Interviews 

…preferential [CGT is]…intended to deal with the integration of taxation…at a 
corporate level together with the taxation of the shareholders…it doesn’t seem 
appropriate that the full amount of the gain should be taxed when the shareholder 
disposes of the shares because the same income has effectively been taxed twice…. I 
think the primary disadvantage…is there’s an incentive for taxpayers to…characterise 
one type of income as a capital gain rather than as the income it should be 
characterised [as].  

���5�H�V�S�R�Q�G�H�Q�W���)���R�Q���T�X�H�V�W�L�R�Q���R�Q�H������

�5�H�V�S�R�Q�G�H�Q�W�� �+�� �U�H�I�H�U�U�H�G�� �W�R�� �W�K�H�� �L�Q�F�H�Q�W�L�Y�H�V�� �W�R�� �U�H��
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4.1.4 Responses to Question Three 

Question three: Is the case for retaining capital gains preferences due mostly to 
economic efficiency considerations, political considerations or a combination of 
both? 

I don’t think you can separate the two… 

���5�H�V�S�R�Q�G�H�Q�W���'����

Political considerations…but when I say political considerations, I don’t mean that 
there’s a sentiment in the country. I just mean the political clout of wealthy taxpayers.  

���5�H�V�S�R�Q�G�H�Q�W���.����

I think it’s a combination…a lot of politicians have been searching…for the magic 
bullet…something we can do to cut taxes and not (lose) a lot of money…so they 
readily listen to these arguments that you can’t really raise revenues with capital 
gains or you don’t lose much when you cut them because of these realisation 
responses. 

���5�H�V�S�R�Q�G�H�Q�W���$����

�7�K�H�� �D�Q�V�Z�H�U�V�� �W�R�� �T�X�H�V�W�L�R�Q�� �W�K�U�H�H�� �U�H�Y�H�D�O�H�G�� �D�Q�� �D�U�H�D�� �L�Q�� �Z�K�L�F�K�� �W�K�H�U�H�� �Z�D�V�� �D�� �G�H�J�U�H�H�� �R�I��
�F�R�Q�V�H�Q�V�X�V�����6�S�H�F�L�I�L�F�D�O�O�\���� �Q�R�Q�H���R�I���W�K�H���U�H�V�S�R�Q�G�H�Q�W�V���V�D�L�G���W�K�D�W���W�K�H���F�D�V�H���I�R�U���U�H�W�D�L�Q�L�Q�J���&�*�7��
�S�U�H�I�H�U�H�Q�F�H�V�� �Z�D�V�� �G�X�H�� �P�R�V�W�O�\�� �W�R�� �H�F�R�Q�R�P�L�F�� �H�I�I�L�F�L�H�Q�F�\�� �F�R�Q�V�L�G�H�U�D�W�L�R�Q�V���� �$�X�V�W�U�D�O�L�D�� �K�D�G�� �W�K�H��
�K�L�J�K�H�V�W���S�U�R�S�R�U�W�L�R�Q���R�I���U�H�V�S�R�Q�G�H�Q�W�V���Z�K�R���V�D�L�G���W�K�D�W���&�*�7���S�U�H�I�H�U�H�Q�F�H�V���Z�H�U�H���G�X�H���P�R�V�W�O�\���W�R��
�S�R�O�L�W�L�F�D�O���F�R�Q�V�L�G�H�U�D�W�L�R�Q�V�����Z�K�L�O�V�W���W�K�H���O�R�Z�H�V�W���S�U�R�S�R�U�W�L�R�Q���R�I���U�H�V�S�R�Q�G�H�Q�W�V���Z�K�R���V�D�L�G���W�K�H���V�D�P�H��
�Z�D�V���L�Q���W�K�H���8�Q�L�W�H�G���6�W�D�W�H�V����

�6�H�Y�H�U�D�O�� �R�I�� �W�K�H�� �&�D�Q�D�G�L�D�Q�� �L�Q�W�H�U�Y�L�H�Z�V�� �L�Q�F�O�X�G�H�G�� �V�R�P�H�� �G�L�V�F�X�V�V�L�R�Q�� �R�I�� �W�K�H�� �L�Q�I�O�X�H�Q�F�H�� �R�I��
�S�R�O�L�W�L�F�D�O���F�R�Q�V�L�G�H�U�D�W�L�R�Q�V���L�Q���V�H�W�W�L�Q�J���W�K�H���R�U�L�J�L�Q�D�O���U�D�W�H���R�I���&�*�7�����Z�K�H�Q���L�W���Z�D�V���I�L�U�V�W���H�Q�D�F�W�H�G���L�Q��
�������������7�K�L�V���Z�D�V���H�[�S�O�D�L�Q�H�G���L�Q���W�H�U�P�V���R�I���S�R�O�L�F�\�P�D�N�H�U�V�����D�W���W�K�D�W���W�L�P�H�����S�H�U�F�H�L�Y�L�Q�J���W�K�D�W���W�K�H�U�H��
�Z�R�X�O�G�� �E�H�� �G�L�I�I�L�F�X�O�W�L�H�V�� �L�Q�� �J�R�L�Q�J�� �I�U�R�P�� �D�� �]�H�U�R�� �U�D�W�H�� �R�I�� �&�*�7�� �W�R�� �������� �S�H�U�� �F�H�Q�W�� �L�Q�F�O�X�V�L�R�Q�� �R�I��
�F�D�S�L�W�D�O�� �J�D�L�Q�V�� �L�Q�� �R�U�G�L�Q�D�U�\�� �L�Q�F�R�P�H���� �,�Q�� �W�K�L�V�� �V�H�Q�V�H���� �W�K�H�� ������ �S�H�U�� �F�H�Q�W�� �L�Q�F�O�X�V�L�R�Q�� �P�L�J�K�W�� �K�D�Y�H��
�E�H�H�Q�� �V�H�H�Q�� �D�V���D���Q �H�F�H�V�V�D�U�\�� �S�R�O�L�W�L�F�D�O�� �F�R�P�S�U�R�P�L�V�H���� �2�Q�H�� �L�Q�W�H�U�Y�L�H�Z�H�H�� �V�X�J�J�H�V�W�H�G�� �W�K�D�W�� �W�K�H��
�&�*�7�� �S�U�H�I�H�U�H�Q�F�H�� �L�Q�� �W�K�H�� �8�Q�L�W�H�G�� �6�W�D�W�H�V�� �D�W�� �W�K�H�� �W�L�P�H�� �P�D�\�� �D�O�V�R�� �K�D�Y�H�� �F�R�Q�W�U�L�E�X�W�H�G�� �W�R�� �W�K�H��
�G�H�F�L�V�L�R�Q���E�\���&�D�Q�D�G�D���Q�R�W���W�R���W�D�[���F�D�S�L�W�D�O���J�D�L�Q�V���D�W���I�X�O�O���U�D�W�H�V��������

�$���G�L�V�W�U�L�E�X�W�L�R�Q���R�I���W�K�H���D�Q�V�Z�H�U�V���W�R���T�X�H�V�W�L�R�Q���W�K�U�H�H���L�V���V�K�R�Z�Q���L�Q���7�D�E�O�H��������

�7�D�E�O�H�������±���,�Q�W�H�U�Y�L�H�Z���5�H�V�S�R�Q�V�H�V���W�R���4�X�H�V�W�L�R�Q���7�K�U�H�H��
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�8�Q�L�W�H�G�� �6�W�D�W�H�V���� �J�L�Y�H�Q�� �W�K�D�W���W�K�H�� �F�R�V�W�� �E�D�V�H�� �R�I�� �D�Q�� �D�V�V�H�W�� �L�Q�� �$�X�V�W�U�D�O�L�D�� �L�V�� �Q�R�W���µ�V�W�H�S�S�H�G���X�S�¶�� �D�W��
�G�H�D�W�K������������
��
�6�H�Y�H�U�D�O�� �L�Q�W�H�U�Y�L�H�Z�H�H�V�� �U�H�I�H�U�U�H�G�� �W�R�� �D�Q�� �L�Q�F�H�Q�W�L�Y�H�� �W�R�� �F�K�D�U�D�F�W�H�U�L�V�H�� �L�Q�F�R�P�H�� �D�V���F�D�S�L�W�D�O�� �J�D�L�Q�V��
�Z�K�H�U�H�� �W�K�H�� �&�*�7�� �U�D�W�H�V�� �D�U�H�� �O�R�Z�H�U���� �$�F�F�R�U�G�L�Q�J�� �W�R�� �R�Q�H�� �R�I�� �W�K�H�� �L�Q�W�H�U�Y�L�H�Z�H�H�V���� �L�Q�� �D�� �V�H�O�I��
�D�V�V�H�V�V�P�H�Q�W���W�D�[���V�\�V�W�H�P�����V�X�F�K���D�V���$�X�V�W�U�D�O�L�D�¶�V�����W�D�[�S�D�\�H�U�V���Z�K�R���K�D�Y�H���W�K�H���P�H�D�Q�V���W�R���H�Q�J�D�J�H��
�L�Q�� �W�K�L�V�� �D�U�E�L�W�U�D�J�H�� �D�U�H�� �H�I�I�H�F�W�L�Y�H�O�\�� �F�K�R�R�V�L�Q�J�� �W�K�H�L�U�� �U�D�W�H�� �R�I�� �W�D�[���� �&�O�H�D�U�O�\���� �W�K�H�U�H�� �L�V�� �D�� �Y�H�U�W�L�F�D�O��
�H�T�X�L�W�\���S�U�R�E�O�H�P���D�V�V�R�F�L�D�W�H�G���Z�L�W�K���W�K�L�V���D�V���V�X�F�K���D���F�K�R�L�F�H���L�V���Q�R�W���D�Y�D�L�O�D�E�O�H���W�R���D�O�O���W�D�[�S�D�\�H�U�V����
�)�X�U�W�K�H�U�P�R�U�H���� �L�W���L�V �� �P�R�V�W�� �X�Q�O�L�N�H�O�\���W�K�D�W�� �W�K�H�� �S�R�O�L�F�\�� �L�Q�W�H�Q�W�� �R�I�� �D�� �S�U�H�I�H�U�H�Q�W�L�D�O�� �&�*�7�� �U�D�W�H��
�L�Q�F�O�X�G�H�V���W�K�H���I�D�F�L�O�L�W�D�W�L�R�Q���R�I���D�U�E�L�W�U�D�J�H���D�Q�G���D�O�O�R�Z�L�Q�J���W�D�[�S�D�\�H�U�V���W�R���F�K�R�R�V�H���D���O�R�Z�H�U���U�D�W�H���R�Q��
�L�Q�F�R�P�H���W�K�D�W���Z�R�X�O�G���E�H���W�D�[�H�G���D�W���R�U�G�L�Q�D�U�\���U�D�W�H�V���L�Q���W�K�H���D�E�V�H�Q�F�H���R�I���S�U�H�I�H�U�H�Q�W�L�D�O���&�*�7��������
��
�6�H�Y�H�U�D�O�� �L�Q�W�H�U�Y�L�H�Z�H�H�V�� �U�H�I�H�U�U�H�G�� �W�R���W�K�H�� �G�L�V�W�U�L�E�X�W�L�R�Q�D�O�� �L�P�S�D�F�W�� �R�I�� �S�U�H�I�H�U�H�Q�W�L�D�O�� �U�D�W�H�� �F�D�S�L�W�D�O��
�J�D�L�Q�V�� �D�V�� �R�Q�H�� �R�I�� �L�W�V�� �G�L�V�D�G�Y�D�Q�W�D�J�H�V���� �7�K�D�W�� �L�V���� �V�L�Q�F�H�� �W�K�H�U�H�� �L�V�� �D�� �V�N�H�Z�H�G�� �G�L�V�W�U�L�E�X�W�L�R�Q�� �R�I��
�U�H�D�O�L�V�H�G���F�D�S�L�W�D�O���J�D�L�Q�V���W�R�Z�D�U�G�V���K�L�J�K�H�U���L�Q�F�R�P�H���H�D�U�Q�H�U�V�����W�K�L�V���V�D�P�H���W�D�[�S�D�\�H�U���G�H�P�R�J�U�D�S�K�L�F��
�J�U�R�X�S���H�Q�M�R�\�V���W�K�H���E�H�Q�H�I�L�W�V���R�I���S�U�H�I�H�U�H�Q�W�L�D�O���U�D�W�H�V���D�W���D���G�L�V�S�U�R�S�R�U�W�L�R�Q�D�W�H�O�\���K�L�J�K�H�U���O�H�Y�H�O���W�K�D�Q��
�O�R�Z�H�U���L�Q�F�R�P�H���W�D�[�S�D�\�H�U�V���G�R������
��
�7�K�H���U�H�V�S�R�Q�V�H�V���R�I���W�K�H���L�Q�W�H�U�Y�L�H�Z�H�H�V���F�R�O�O�H�F�W�L�Y�H�O�\���W�R���W�K�H���W�K�H�P�H���R�Q�H���T�X�H�V�W�L�R�Q�V���F�R�Q�I�L�U�P�V���R�X�U��
�L�Q�L�W�L�D�O���Y�L�H�Z���W�K�D�W���F�D�S�L�W�D�O���J�D�L�Q�V���U�D�W�H���S�U�H�I�H�U�H�Q�F�H�V���D�U�H���D�W���R�G�G�V���Z�L�W�K���P�X�F�K���R�I���W�K�H���O�L�W�H�U�D�W�X�U�H��
�R�Q�� �W�D�[�L�Q�J�� �F�D�S�L�W�D�O�� �J�D�L�Q�V���� �,�W�� �Z�R�X�O�G�� �D�S�S�H�D�U�� �W�K�D�W�� �V�R�P�H�� �R�I�� �W�K�H�� �F�O�D�L�P�H�G�� �E�H�Q�H�I�L�W�V�� �D�U�H��
�R�Y�H�U�V�W�D�W�H�G���R�U���G�L�I�I�L�F�X�O�W���W�R���S�U�R�Y�H���H�P�S�L�U�L�F�D�O�O�\�����V�X�F�K���D�V���W�K�R�V�H���D�E�R�X�W���W�K�H���S�R�V�L�W�L�Y�H���H�I�I�H�F�W���R�Q��
�W�K�H�� �H�F�R�Q�R�P�\���� �L�Q�� �F�R�Q�W�U�D�V�W�� �Z�L�W�K�� �V�R�P�H�� �R�I�� �W�K�H�� �G�L�V�D�G�Y�D�Q�W�D�J�H�V���� �H�V�S�H�F�L�D�O�O�\�� �W�K�R�V�H�� �U�H�O�D�W�H�G���W�R��
�W�K�H���H�T�X�L�W�\���L�P�S�O�L�F�D�W�L�R�Q�V����������
��

��

���������7�+�(�0�(���7�:�2�� �±���5�(�)�2�5�0�,�1�*���&�$�3�,�7�$�/���* �$�,�1�6���7�$�;�$�7�,�2�1��

4.2.1 Responses to Question Four from the Australian Interviews 

Question four: How do you think that the capital gains tax system in 
(Australia/Canada /the United States) can best be reformed?  

By the removal of as many preferences as it is possible to sensibly remove without 
impacting on business creativity and growth and by the introduction of the tax free 
threshold and…. I would also get rid of the pre-85 exemption….  

���5�H�V�S�R�Q�G�H�Q�W���1����

��

��

��������������������������������������������������������������������������������������������������
�������7�K�H���H�I�I�H�F�W���R�I���W�K�H��Income Tax Assessment Act 1997�����&�W�K�����V��  ��
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…get rid of pre-CGT assets. 

�����5�H�V�S�R�Q�G�H�Q�W���8����

…dealing with negative gearing… 

���5�H�V�S�R�Q�G�H�Q�W���4����

�,�Q�� �U�H�V�S�R�Q�V�H�� �W�R�� �T�X�H�V�W�L�R�Q�� �I�R�X�U�����V�R�P�H�� �L�Q�W�H�U�Y�L�H�Z�H�H�V�� �L�Q�� �$�X�V�W�U�D�O�L�D�� �U�H�I�H�U�U�H�G�� �W�R�� �W�K�H�� �Q�H�H�G�� �W�R��
�U�H�G�X�F�H�� �W�K�H�� �F�R�P�S�O�H�[�L�W�\�� �R�I�� �W�K�H�� �&�*�7�� �V�\�V�W�H�P���� �,�W�� �Z�D�V�� �V�X�J�J�H�V�W�H�G�� �E�\�� �R�Q�H�� �U�H�V�S�R�Q�G�H�Q�W�� �W�K�D�W��
�P�R�U�H�� �L�Q�S�X�W�� �I�U�R�P�� �W�D�[�� �S�U�D�F�W�L�W�L�R�Q�H�U�V�� �V�K�R�X�O�G�� �E�H�� �D�O�O�R�Z�H�G�� �L�Q�� �I�R�U�P�X�O�D�W�L�Q�J�� �&�*�7�� �S�R�O�L�F�\�� �D�Q�G��
�W�D�[���S�R�O�L�F�\���J�H�Q�H�U�D�O�O�\���D�Q�G���W�K�D�W���W�K�L�V���Z�R�X�O�G���D�F�K�L�H�Y�H���D���U�H�G�X�F�W�L�R�Q���L�Q���W�K�H���F�R�P�S�O�H�[�L�W�\���R�I���W�K�H��
�&�*�7���S�U�R�Y�L�V�L�R�Q�V�����7�K�H���U�H�V�S�R�Q�G�H�Q�W���D�S�S�H�D�U�H�G���W�R���E�H���R�I���W�K�H���Y�L�H�Z���W�K�D�W���W�D�[���S�U�D�F�W�L�W�L�R�Q�H�U�V���K�D�G��
�D�� �W�K�R�U�R�X�J�K�� �X�Q�G�H�U�V�W�D�Q�G�L�Q�J�� �R�I�� �W�K�H�� �H�I�I�H�F�W���R�I�� �S�U�R�S�R�V�H�G���W�D�[�� �S�R�O�L�F�\�� �F�K�D�Q�J�H�V�� �D�Q�G���W�K�D�W�� �W�K�H�L�U��



eJournal of Tax Research�� �7�D�[�L�Q�J���F�D�S�L�W�D�O���J�D�L�Q�V��
��

��������

[CGT rates], make an exclusion and get rid of it entirely for owner occupied 
housing…. The foremost policy [factor] that I think should drive tax policy of any kind 
right now, at least in this country, is dealing with the deficit and I think raising taxes 
needs to be a part of that because it’s just too hard to do it on the spending side. 

���5�H�V�S�R�Q�G�H�Q�W���$�� 

��
�5�H�V�S�R�Q�G�H�Q�W�� �$�� �D�U�J�X�H�V�� �W�K�D�W�� �D�Q�� �H�[�F�O�X�V�L�R�Q�� �R�I�� �D�� �V�H�W�� �S�H�U�F�H�Q�W�D�J�H�� �R�I�� �F�D�S�L�W�D�O�� �J�D�L�Q�V�� �I�U�R�P��
�W�D�[�D�E�O�H���L�Q�F�R�P�H���L�V���D���V�X�S�H�U�L�R�U���I�R�U�P���R�I���&�*�7���L�Q���F�R�P�S�D�U�L�V�R�Q���W�R���D���V�H�S�D�U�D�W�H���U�D�W�H���V�F�K�H�G�X�O�H�����,�I��
�W�K�L�V�� �U�H�I�R�U�P�� �Z�H�U�H�� �D�G�R�S�W�H�G���� �W�K�H�� �L�Q�G�L�Y�L�G�X�D�O�� �$�P�H�U�L�F�D�Q�� �&�*�7�� �V�\�V�W�H�P�� �Z�R�X�O�G�� �E�H�D�U�� �D�� �F�O�R�V�H�U��
�U�H�V�H�P�E�O�D�Q�F�H�� �W�R���W�K�R�V�H���F�X�U�U�H�Q�W�O�\�� �R�S�H�U�D�W�L�Q�J�� �L�Q�� �$�X�V�W�U�D�O�L�D���D�Q�G���&�D�Q�D�G�D���� �,�W���L�V�� �F�O�H�D�U���W�K�D�W���W�K�H��
�U�H�V�S�R�Q�G�H�Q�W���L�V���R�I���W�K�H���Y�L�H�Z���W�K�D�W���&�*�7���U�D�W�H�V���L�Q���W�K�H���8�Q�L�W�H�G���6�W�D�W�H�V���V�K�R�X�O�G���E�H���L�Q�F�U�H�D�V�H�G������

…just tax it as ordinary income and… [get] rid of a lot of other tax preferences 
and…[go] back to the kind of reform we had in 1986. You can have lower tax rates on 
all income….With capital gains, you have to fill out this whole schedule and…if 
you got rid of a lot of tax preferences you might get rid of a whole bunch of 
schedules.  

���5�H�V�S�R�Q�G�H�Q�W���%����

 I don’t think it’s just the capital gains tax but [in] our general system, I would prefer 
to see lower corporate individual rates and higher tax rates on capital gains and 
dividends, that is, higher tax rates on corporate income at the shareholder level and 
you know, preferably I’d like to see some form of accrual taxation either through 
taxation of gains at death or the… accrual taxation of tradable shares, I’m not sure 
which is the best way to go about that but I think that’s going to be very hard to get in 
a political sense… So moving toward more accrual taxation, equalising rates on gains 
and ordinary income and bringing in the corporate rate I think are the kind of three 
legged stool of better taxation of capital income. 

���5�H�V�S�R�Q�G�H�Q�W���&����

[If] they wanted to reduce the rate, they could reduce the rate without losing any 
revenue…if we went back to that it wouldn’t be the end of the world.  

���5�H�V�S�R�Q�G�H�Q�W���'����

�7�K�H�V�H���I�R�X�U���U�H�V�S�R�Q�V�H�V���W�R���W�K�H���T�X�H�V�W�L�R�Q���I�U�R�P���W�K�H���8�Q�L�W�H�G���6�W�D�W�H�V���G�H�P�R�Q�V�W�U�D�W�H�G���G�L�Y�H�U�J�H�Q�F�H����
�S�D�U�W�L�F�X�O�D�U�O�\�� �E�H�W�Z�H�H�Q�� �W�K�R�V�H�� �I�U�R�P�� �U�H�V�S�R�Q�G�H�Q�W�V�� �$�� �D�Q�G�� �'���� �Z�K�R�� �D�S�S�H�D�U�� �W�R�� �K�D�Y�H�� �G�L�I�I�H�U�L�Q�J��
�Y�L�H�Z�V�� �R�Q�� �W�K�H�� �U�H�Y�H�Q�X�H�� �H�I�I�H�F�W�V�� �R�I�� �&�*�7�� �U�D�W�H�� �F�K�D�Q�J�H�V���� �5�H�V�S�R�Q�G�H�Q�W�� �%�� �V�X�J�J�H�V�W�H�G�� �W�K�D�W�� �D��
�U�H�I�R�U�P���V�L�P�L�O�D�U���W�R���W�K�D�W�����Z�K�L�F�K���W�R�R�N���S�O�D�F�H���L�Q���W�K�H���8�Q�L�W�H�G���6�W�D�W�H�V�����L�Q���������������L�V���U�H�T�X�L�U�H�G�����,�Q��
�W�K�D�W���\�H�D�U�����W�K�H���W�R�S���P�D�U�J�L�Q�D�O���W�D�[���U�D�W�H���R�Q���R�U�G�L�Q�D�U�\���L�Q�F�R�P�H���Z�D�V���U�H�G�X�F�H�G���I�U�R�P���������S�H�U���F�H�Q�W��
�W�R�������� �S�H�U���F�H�Q�W���D�Q�G���W�K�H���W�D�[���U�D�W�H���R�Q���F�D�S�L�W�D�O���J�D�L�Q�V���Z�D�V���L�Q�F�U�H�D�V�H�G���I�U�R�P�������� �S�H�U���F�H�Q�W���W�R��������
�S�H�U�� �F�H�Q�W���� �5�H�V�S�R�Q�G�H�Q�W�� �&�� �D�O�V�R�� �V�X�J�J�H�V�W�V�� �W�K�H�� �V�D�P�H�� �N�L�Q�G�� �R�I�� �U�H�I�R�U�P�� �Z�L�W�K�R�X�W�� �V�S�H�F�L�I�L�F�D�O�O�\��
�U�H�I�H�U�U�L�Q�J���W�R��������������

�$�Q�R�W�K�H�U���R�I���W�K�H���U�H�V�S�R�Q�G�H�Q�W�V���V�X�J�J�H�V�W�H�G���W�K�H���W�D�[�D�W�L�R�Q���R�I���J�D�L�Q�V���D�W���G�H�D�W�K���D�Q�G���K�H���V�K�H���U�H�I�H�U�U�H�G��
�W�R�� �W�K�L�V�� �D�V�� �D�� �I�R�U�P�� �R�I�� �D�F�F�U�X�D�O�� �W�D�[�D�W�L�R�Q���� �7�K�H�� �W�H�U�P��accrual taxation���L�Q�� �W�K�L�V�� �F�R�Q�W�H�[�W��
�D�F�F�X�U�D�W�H�O�\�� �G�H�V�F�U�L�E�H�V�� �W�K�H�� �L�Q�W�H�U�Y�L�H�Z�H�H�¶�V�� �U�H�I�R�U�P�� �S�U�R�S�R�V�D�O���J�L�Y�H�Q�� �W�K�D�W���� �L�Q�� �W�K�H�� �H�Y�H�Q�W�� �R�I��
�G�H�D�W�K�����Q�R���V�D�O�H���R�U���H�[�F�K�D�Q�J�H���R�I���W�K�H���D�V�V�H�W���K�D�V���W�D�N�H�Q���S�O�D�F�H�����D�V���L�V���J�H�Q�H�U�D�O�O�\���U�H�T�X�L�U�H�G���I�R�U���D��
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�F�D�S�L�W�D�O���J�D�L�Q���R�U���O�R�V�V���W�R���R�F�F�X�U���X�Q�G�H�U���8�Q�L�W�H�G���6�W�D�W�H�V���&�*�7���O�D�Z�����7�K�H���H�I�I�H�F�W���R�I���V�X�F�K���D���U�H�I�R�U�P��
�Z�R�X�O�G���E�H���W�R���U�H�G�X�F�H���W�K�H���L�Q�F�H�Q�W�L�Y�H���W�R���K�R�O�G���D�V�V�H�W�V���X�Q�W�L�O���G�H�D�W�K�����$�Q���D�O�W�H�U�Q�D�W�L�Y�H���Z�R�X�O�G���E�H���W�R��
�U�H�P�R�Y�H�� �W�K�H�� �V�W�H�S�S�H�G���X�S�� �E�D�V�L�V�� �S�U�H�I�H�U�H�Q�F�H�����Z�K�L�F�K�� �F�X�U�U�H�Q�W�O�\�� �H�[�L�V�W�V�� �L�Q�� �W�K�H�� �$�P�H�U�L�F�D�Q��
�V�\�V�W�H�P�����D�Q�G�� �U�H�S�O�D�F�H�� �L�W�� �Z�L�W�K�� �W�K�H�� �F�D�S�L�W�D�O�� �J�D�L�Q�V�� �W�U�H�D�W�P�H�Q�W�� �D�W���G�H�D�W�K�� �L�Q�� �W�K�H�� �$�X�V�W�U�D�O�L�D�Q��
�V�\�V�W�H�P���� �L�Q�� �Z�K�L�F�K�� �W�K�H�� �F�R�V�W�� �E�D�V�H�� �R�I�� �W�K�H�� �D�V�V�H�W�� �V�W�D�\�V�� �W�K�H�� �V�D�P�H�� �Z�K�H�Q���W�K�H�� �W�D�[�S�D�\�H�U�¶�V�� �K�H�L�U��
�L�Q�K�H�U�L�W�V���L�W��������

��
4.2.3 Responses to Question Four from the Canadian Interviews 

On liquid investments, I’m quite happy with accrual taxation at full rates. Actually on 
all of it, I’d tax at full rates...I would never get elected  

���5�H�V�S�R�Q�G�H�Q�W���+����

I think we ought to be eliminating the general preference for capital gains and… at 
the same time, eliminating the poor treatment of capital losses in the sense that only 
half of them are subject to tax and to the extent that we want to justify particular types 
of investment, we should have targeted rules but they do have to be appropriately 
targeted…  

���5�H�V�S�R�Q�G�H�Q�W���/����

�5�H�V�S�R�Q�G�H�Q�W���/�¶�V���U�H�V�S�R�Q�V�H���L�V���F�R�Q�V�L�V�W�H�Q�W���Z�L�W�K���D���Y�L�H�Z���I�U�R�P���W�K�H���O�L�W�H�U�D�W�X�U�H���W�K�D�W���D�W�W�H�P�S�W�L�Q�J��
�W�R���H�Q�F�R�X�U�D�J�H���U�L�V�N���W�D�N�L�Q�J���E�\���Z�D�\���R�I���D���&�*�7���U�D�W�H���S�U�H�I�H�U�H�Q�F�H���L�V���W�D�U�J�H�W���L�Q�H�I�I�L�F�L�H�Q�W���������2�Q�H��
�R�I���W�K�H���V�S�H�F�L�I�L�F���R�E�M�H�F�W�L�R�Q�V���W�R���V�X�F�K���D���S�U�H�I�H�U�H�Q�F�H���L�V���W�K�D�W���L�W���E�H�Q�H�I�L�W�V���L�Q�Y�H�V�W�P�H�Q�W�V���W�K�D�W���G�R���Q�R�W��
�L�Q�Y�R�O�Y�H�� �U�L�V�N�� �D�V���Z �H�O�O�� �D�V�� �D�V�V�H�W�V�� �W�K�D�W�� �D�U�H�� �Q�R�Q���S�U�R�G�X�F�W�L�Y�H�� �R�U�� �W�K�R�V�H�� �D�V�V�H�W�V�� �Z�K�L�F�K�� �K�D�Y�H�� �D�Q��
�L�Q�H�O�D�V�W�L�F���V�X�S�S�O�\��������

I’d like full inclusions but…it seems that going back to the 75 per cent inclusion rate is 
politically feasible. We have… $500,000 capital gains exemption for small 
businesses… and farms…. I’d certainly get rid of that. 

 ���5�H�V�S�R�Q�G�H�Q�W���.����

I think the capital gains tax system in Canada works fairly well….I think the deferrals 
we have now are more than sufficient and are appropriate. I don’t see the need myself 
for more exemptions or preferences.����

���5�H�V�S�R�Q�G�H�Q�W���)����

�5�H�V�S�R�Q�G�H�Q�W�� �)�� �G�L�G�� �Q�R�W�� �V�H�H�P�� �W�R�� �K�D�Y�H�� �D�Q�\�� �V�W�U�R�Q�J�� �R�E�M�H�F�W�L�R�Q�V�� �W�R�� �&�*�7�� �U�D�W�H�� �S�U�H�I�H�U�H�Q�F�H�V��
�U�H�O�D�W�L�Y�H�� �W�R�� �W�K�H�� �R�W�K�H�U�� �&�D�Q�D�G�L�D�Q�� �L�Q�W�H�U�Y�L�H�Z�H�H�V���� �1�R�W�Z�L�W�K�V�W�D�Q�G�L�Q�J�� �W�K�L�V���� �K�H���V�K�H�� �G�L�G�� �Q�R�W��
�V�X�S�S�R�U�W�� �D�Q�\�� �I�X�U�W�K�H�U�� �U�H�G�X�F�W�L�R�Q�� �R�I�� �W�K�H�� �&�*�7�� �U�D�W�H�� �R�U�� �W�K�H�� �L�Q�W�U�R�G�X�F�W�L�R�Q�� �R�I�� �R�W�K�H�U�� �I�R�U�P�V���R�I��
�&�*�7���S�U�H�I�H�U�H�Q�F�H�V�����7�K�L�V���V�X�J�J�H�V�W�V���W�K�D�W���L�I���S�R�O�L�F�\�P�D�N�H�U�V���F�R�Q�V�L�G�H�U���D���S�U�H�I�H�U�H�Q�W�L�D�O���&�*�7���U�D�W�H��
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�2�I�� �W�K�H�� �W�K�U�H�H�� �F�R�X�Q�W�U�L�H�V�� �U�H�I�H�U�U�H�G�� �W�R�� �L�Q�� �W�K�L�V�� �S�D�S�H�U���� �&�D�Q�D�G�D�� �L�V�� �W�K�H�� �R�Q�O�\�� �R�Q�H�� �W�K�D�W�� �K�D�V�� �Q�R�W��
�W�D�[�H�G���F�D�S�L�W�D�O���J�D�L�Q�V���I�R�U���L�Q�G�L�Y�L�G�X�D�O�V���D�W���W�K�H���V�D�P�H���U�D�W�H���D�V���R�U�G�L�Q�D�U�\���L�Q�F�R�P�H�����7�K�H���S�U�R�S�R�U�W�L�R�Q��
�R�I���D���F�D�S�L�W�D�O���J�D�L�Q���W�K�D�W���L�V���W�R���E�H���L�Q�F�O�X�G�H�G���L�Q���D���W�D�[�S�D�\�H�U�¶�V���L�Q�F�R�P�H���K�D�V�����D�W���Y�D�U�L�R�X�V���W�L�P�H�V���W�K�D�W��
�W�K�H���&�D�Q�D�G�L�D�Q���&�*�7���U�H�J�L�P�H���K�D�V���E�H�H�Q���L�Q���R�S�H�U�D�W�L�R�Q�����Y�D�U�L�H�G���E�H�W�Z�H�H�Q���K�D�O�I�����W�Z�R���W�K�L�U�G�V���D�Q�G��
�W�K�U�H�H�� �T�X�D�U�W�H�U�V���� �7�K�H�� �I�D�F�W�� �W�K�D�W�� �F�D�S�L�W�D�O�� �J�D�L�Q�V�� �K�D�Y�H�� �E�H�H�Q�� �W�D�[�H�G�� �D�W�� �S�U�H�I�H�U�H�Q�W�L�D�O�� �U�D�W�H�V�� �L�Q��
�&�D�Q�D�G�D�� �P�L�J�K�W�� �K�D�Y�H�� �F�R�Q�W�U�L�E�X�W�H�G�� �W�R�� �W�K�H�� �S�H�U�F�H�S�W�L�R�Q�� �D�P�R�Q�J�� �V�R�P�H�� �R�I�� �W�K�H�� �&�D�Q�D�G�L�D�Q��
�L�Q�W�H�U�Y�L�H�Z�H�H�V�� �W�K�D�W�� �W�D�[�L�Q�J�� �F�D�S�L�W�D�O�� �J�D�L�Q�V�� �D�W�� �R�U�G�L�Q�D�U�\�� �L�Q�F�R�P�H�� �U�D�W�H�V�� �F�R�X�O�G�� �E�H�� �G�L�I�I�L�F�X�O�W�� �W�R��
�D�F�K�L�H�Y�H���L�Q���S�U�D�F�W�L�F�H�����7�K�D�W���L�V�����L�W���P�L�J�K�W���E�H���W�K�D�W���&�D�Q�D�G�L�D�Q���W�D�[�S�D�\�H�U�V���K�D�Y�H���D�Q���H�[�S�H�F�W�D�W�L�R�Q���R�I��
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�Y�D�O�X�D�W�L�R�Q���S�U�R�E�O�H�P�V���D�V���V�R�P�H���R�I���W�K�H���U�H�D�V�R�Q�V���W�K�H�\���G�L�G���Q�R�W���V�X�S�S�R�U�W���V�X�F�K���D���U�H�I�R�U�P�����2�Q�H���R�I��
�W�K�H���U�H�V�S�R�Q�G�H�Q�W�V���V�W�D�W�H�G���W�K�D�W���W�K�H�\���G�L�V�D�J�U�H�H�G���Z�L�W�K���S�U�R�S�R�V�D�O�V���W�R���X�V�H���D�Q���D�F�F�U�X�D�O���E�D�V�L�V���&�*�7��
�I�R�U�� �F�H�U�W�D�L�Q���W�\�S�H�V�� �R�I�� �D�V�V�H�W�V���� �V�X�F�K�� �D�V���S�X�E�O�L�F�O�\�� �W�U�D�G�H�G�� �V�K�D�U�H�V���� �,�W�� �Z�D�V�� �W�K�H�L�U�� �Y�L�H�Z�� �W�K�D�W�� �W�K�L�V��
�Z�R�X�O�G���V�N�H�Z���L�Q�Y�H�V�W�P�H�Q�W���W�R�Z�D�U�G�V���R�W�K�H�U���W�\�S�H�V���R�I���F�D�S�L�W�D�O���J�D�L�Q�V���D�V�V�H�W�V���W�K�D�W���Z�H�U�H���W�D�[�H�G���R�Q���D��
�U�H�D�O�L�V�D�W�L�R�Q�� �E�D�V�L�V�� �D�Q�G�� �L�W�� �Z�R�X�O�G�� �E�H�� �G�L�I�I�L�F�X�O�W�� �W�R�� �V�H�H�� �Z�K�D�W�� �W�K�H�� �E�H�Q�H�I�L�W�V�� �R�I�� �W�K�L�V�� �W�\�S�H�� �R�I��
�G�L�V�W�R�U�W�L�R�Q���W�R���L�Q�Y�H�V�W�P�H�Q�W���L�Q�F�H�Q�W�L�Y�H�V���Z�R�X�O�G���E�H����
��
�6�H�Y�H�U�D�O���L�Q�W�H�U�Y�L�H�Z�H�H�V���T�X�H�V�W�L�R�Q�H�G���Z�K�H�W�K�H�U���D���&�*�7���U�D�W�H���S�U�H�I�H�U�H�Q�F�H���Z�D�V���W�K�H���E�H�V�W���P�H�D�Q�V���R�I��
�D�F�K�L�H�Y�L�Q�J���V�R�P�H���R�I���W�K�H���D�V�V�R�F�L�D�W�H�G���W�D�[���S�R�O�L�F�\���R�E�M�H�F�W�L�Y�H�V�������D�Q�G���V�R�P�H���D�U�J�X�H�G���W�K�D�W�����L�I���V�X�F�K��
�L�Q�F�H�Q�W�L�Y�H�V���Z�H�U�H���F�R�Q�V�L�G�H�U�H�G���Q�H�F�H�V�V�D�U�\���� �D���E�H�W�W�H�U���W�D�U�J�H�W�H�G���P�H�D�V�X�U�H���V�K�R�X�O�G���U�H�S�O�D�F�H���D���U�D�W�H��
�S�U�H�I�H�U�H�Q�F�H����
��
�$�� �T�X�D�O�L�I�L�F�D�W�L�R�Q�� �W�R�� �D�O�O���R�I�� �W�K�H�� �U�H�V�H�D�U�F�K�� �I�L�Q�G�L�Q�J�V���G�H�W�D�O�L�H�G���D�E�R�Y�H�� �L�V�� �W�K�D�W�� �W�K�H���L�Q�W�H�U�Y�L�H�Z�H�H��
�V�D�P�S�O�H���L�V���D�U�J�X�D�E�O�\���X�Q�E�D�O�D�Q�F�H�G�����L�Q���S�D�U�W���E�H�F�D�X�V�H���R�I���L�W�V���V�L�]�H�����)�R�U���H�[�D�P�S�O�H�����W�K�H�U�H���Z�H�U�H���Q�R��
�L�Q�W�H�U�Y�L�H�Z�V�� �F�R�Q�G�X�F�W�H�G�� �L�Q���$�X�V�W�U�D�O�L�D���R�U�� �&�D�Q�D�G�D���Z�L�W�K���&�*�7���H�[�S�H�U�W�V�� �L�Q���J�R�Y�H�U�Q�P�H�Q�W��
�D�G�Y�L�V�R�U�\���U�R�O�H�V���D�Q�G���Q�R�� �L�Q�W�H�U�Y�L�H�Z�V�� �F�R�Q�G�X�F�W�H�G�� �L�Q�� �W�K�H���8�Q�L�W�H�G�� �6�W�D�W�H�V���Z�L�W�K�� �H�[�S�H�U�W�V�� �I�U�R�P��
�D�F�D�G�H�P�L�D�����+�R�Z�H�Y�H�U���� �W�K�H�� �F�R�P�S�R�V�L�W�L�R�Q�� �R�I�� �W�K�H�� �L�Q�W�H�U�Y�L�H�Z�H�H�� �V�D�P�S�O�H�� �L�V�� �Q�R�W�� �F�R�Q�V�L�G�H�U�H�G�� �D��
�V�L�J�Q�L�I�L�F�D�Q�W�� �O�L�P�L�W�D�W�L�R�Q�� �J�L�Y�H�Q�� �W�K�D�W�� �W�K�H�� �U�H�V�H�D�U�F�K�� �L�V�� �T�X�D�O�L�W�D�W�L�Y�H�� �U�D�W�K�H�U�� �W�K�D�Q�� �T�X�D�Q�W�L�W�D�W�L�Y�H����
�$�F�F�R�U�G�L�Q�J�� �W�R�� �W�K�H�� �O�L�W�H�U�D�W�X�U�H�� �Z�K�H�U�H�� �L�Q�W�H�U�Y�L�H�Z���E�D�V�H�G�� �T�X�D�O�L�W�D�W�L�Y�H�� �U�H�V�H�D�U�F�K�� �L�V�� �X�Q�G�H�U�W�D�N�H�Q����
�V�W�D�W�L�V�W�L�F�D�O���F�R�Q�F�O�X�V�L�R�Q�V���V�K�R�X�O�G���Q�R�W���E�H���J�H�Q�H�U�D�O�L�V�H�G���W�R���E�U�R�D�G�H�U���S�R�S�X�O�D�W�L�R�Q�V��������
��

�������&�2�1�&�/�8�6�,�2�1��

���������6�X�P�P�D�U�\���D�Q�G���7�D�[���3�R�O�L�F�\���,�P�S�O�L�F�D�W�L�R�Q�V��
��

�,�Q���F�D�Q�Y�D�V�V�L�Q�J���W�K�H���R�S�L�Q�L�R�Q�V���R�I���&�*�7���H�[�S�H�U�W�V���L�Q���W�K�H���W�K�U�H�H���F�R�X�Q�W�U�L�H�V�����R�Q�H���R�I���W�K�H���S�X�U�S�R�V�H�V��
�R�I�� �W�K�H�� �U�H�V�H�D�U�F�K�� �S�U�R�M�H�F�W�� �Z�D�V�� �W�R�� �D�V�F�H�U�W�D�L�Q�� �Z�K�H�U�H�� �W�K�H�� �P�D�L�Q�� �D�U�H�D�V�� �R�I�� �F�R�Q�Y�H�U�J�H�Q�F�H�� �D�Q�G��
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