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The numbering of the pages, paragraphs, and
appendices continues the numbering of the
First, Second, Third, and Fowrth Reports.

COMMONWEALTH OF AUSTRALIA.

FIFTH AND FINAL REPORT OF THE COMMISSIONERS.

To His Eacellency the Right Honorable Henry WiLriaym, Baron FoRSTER, a Member
of His Magjesty’s Most Honorable Privy Council, Knight Grand Cross of the Most
Dustingurshed Order of St., Michael and St. George, Governor-General and
Commander-in-Chief of the Commonwealth of Australia.

MAY IT PLEASE YOUR EXCELLENCY :

We, the Commissioners appointed by Royal Letters Patent to inquire into and report
upon the incidence of Commonwealth taxation, and into and upon any amendments which are
necessary or desirable with a view to placing the system of taxation upon a sound and equitable
basis, having regard generally to the public interest, and particularly to—

(1) The equitable distribution of the burdens of taxation ;
(2) The harmonization of Commonwealth and State taxation ;

(3) The giving to primary producers of special consideration as regards the assessment
of Income Tax, particularly in relation to losses resulting from adverse weather
conditions ; and

(4) The simplification of the duties of taxpayers in relation to returns and in relation to
objections and appeals,
have the honour, in continuation of our First, Second, Third, and Fourth Reports, dated
respectively 27th October, 1921, 13th April, 1922, 21st July, 1922, and 3rd November, 1922, to
report hereunder upon the following subjects coming within the Terms of Reference :—

(32) Estate, Probate, and Succession’ Duties.

(33) Commonwealth Estate Duty Assessment Act.

(34) Brief Summary of Probate and Succession Legislation in the Several States.
(35) Estate or Succession Duty, which form should be adopted ?

(36) Amount Exempted from Duty.

(37) Diﬁerentiation—mConsaﬁguinity.

(38) Graduation.

(39) Property passing under Settlements.

(40) Joint Interests.

(41) Corporation Duty.

(42) Board of Appeal.

(43) Office Orders.

(44) Anomalies arising under Commonwealth and States’ Scales of Rates.

(45) Miscellaneous.

(46) Comments on Various Sections of the Commonwealth Estate Duty Assessment Act.
(47) Entertainments and Amusements Taxation.

(48) War-time Profits Tax Assessment Act.

One of our colleagues, Mr. John Thomson, resigned early in November, 1922. We were
thus deprived of the advantage of Mr. Thomson’s assistance in the preparation of this our Final
Report.
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SECTION XXXII.
ESTATE, PROBATE, AND SUCCESSION DUTIES.

838. Taxes of this character take two forms, the more common of which may be called an
Estate or Probate Duty, inasmuch as it is an amount levied upon the total of an estate of a
deceased owner, as distinguished from a tax upon the value of a beneficiary’s interest. In this
form it is very ancient, as there is evidence that Death Duties of this kind were collected in
Egypt as far back as the 2nd century B.C.*

839. British Estate Duty.—During the feudal period in England, feudal lords commonly
exacted contributions upon the flevolution of property at the death of the tenant, The earliest
statutory tax upon estates of deceased persons in England was levied under an Act of the year
1694. This tax came to be known popularly as the Probate Duty. At first it was merely a
Stamp Duty of 5s. upon each Probate or Letters of Administration. Fifteen years later, the
first attempt was made to impose the tax with reference to the value of the property, but only
personal property was made taxable. Itis a coincidence that the Statute imposing the present
British Estate Duty was passed exactly 200 years after the Statute above mentioned, namely, in
1894.  The Statute of 1894 was of great importance, for the reason that it extended the tax to
real property, which for 200 years had escaped this form of Death Duty, and also because it
embodied a complete scheme of graduation, with a correlative aggregation of interests.

840. The history of British Death Duties, however, is not exhausted when the story of
the imposition of tax upon the estates of deceased persons has been told. In 1796 an Act was
passed imposing a tax which came to be known as the Legacy Duty. The tax was levied—

- “in respect of the acquisition by collaterals and strangers of property through the
testacy or intestacy of its deceased owner.”

The tax had reference to personal property only, a second Bill for the taxation of real estate on
similar lines having been withdrawn n view of the opposition which developed. The Act of
1796, which, it will be seen, is in the nature of a tax upon beneficiaries rather than upon the estate
of a deceased person, is still part of the group of Statutes in Great Britain regulating the so-called
Death Duties. In 1853 a Succession Duty was imposed, which also, like the Legacy Duty, is a
tax upon beneficiaries, and which extended the taxation of beneficiaries’ interests to real property.
The present British Death Duties are levied under three Acts, namely, the Estate Duty Act of
1894, which imposes a tax upon the total value of a deceased estate, and the complementary
Legacy Duty and Succession Duty Acts.

841. The following table shows the rates of Estate Duty now levied in Great Britain.
These rates are imposed on the total net value of the estate, and are not subject to any
deductions on account of the degree of relationship to the testator of the beneficiaries :—

Where the Net Principal Value of the Estate— Where tlie Net Principal Value of the Estate—
Rate of Duby per Rate of Duty per
Exceeds— And does not exceed— eent. Exceeds— And does not exceed— oont-
£ £ £ £
100 .. 500 .. 1 150,000 .. 175,000 .. 11
500 .. 1,000 2 175,000 .. 200,000 .. 18
1,000 . 5,000 3 200,000 .. 225,000 o 19
5,000 .. 10,000 4 225,000 .. 250,000 .. 20
10,000 . 15,000 5 250,000 .. 300,000 . 21
15,000 .. 20,000 6 300,000 . . 350,000 o 22
20,000 .. 25,000 7 350,000 .. 400,000 - . 23
25,000 ... 30,000 8 400,000 . 450,000 .. 24
30,000 .. 40,0600 9 450,000 . 500,000 o 25
40,000 . 50,000 10 500,000 . 600,000 - . 26
50,000 .. 60,000 .. 8 600,000 .. 800,000 " 27
60,000 . S 70,000 - .. 2 800,000 .. | 1,000,000 .. 28
70,000 .. 90,000 .. 13 1,000,000 .. | 1,250,000 .. 30
90,000 .. 110,000 .. 14 1,250,000 .. | 1,500,000 .. 2
110,000 .. 130,000 .. 15 1,500,000 .. | 2,000,000 .. 35
130,000 .| 150,000 . 16 2,000,000 - : 40

* Sos T'he Tazation of Capital., Soward and Willan. Waterlow and Sons Ltd., London Wall, Tondon, 1019. We are also Indebted to tha same valuable
work for other information in this section with regard to British and Continental Dsath Dutles, R o
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842. The following table shows the rates of Legacy Duty and Succession Duty now levied
in Great Britain :—

Relationship of the Beneficiary (or the Person of nearer consanguinity whom he has matried) to the Terson frow whom the Rates of Legacy Duty
Benefit is derived. i and Succession Duty.

1. Husband or wife per cent.

1

2. Lineal ancestors or issue .
3. Brothers or sisters or their descendants . .. ..
4. Brothers or sisters of the father or mother or their descendants .. . 1

5. Brothers or sisters of a grandfather or grandmother or their descendanbs .. . b
6. Other collaterals or strangers J

1
1
5

843. Inheritance Taxes in the United States of Amerisa.—The following particulars
concerning the general scope of the American Inheritance Taxes are culled from a contribution
upon the subject by Mr. John Harrington, Inheritance Tax Counsel of the Wisconsin Tax
Commission, published in Volume LVITIL. of the Annals of the American Academy of Political and
Soctal Scrence (March, 1915).

844. The Inheritance Tax in the United States of America is of comparatively recent
origin. Since the adoption of this form of taxation by the State of New York in 1885, it has
extended rapidly, and now forms part of the taxation system in about four-fifths of the States of
the Union. ) A

“ The Wisconsin law is modelled upon the New York law, as it existed prior to
1911, and is fairly typical of the laws prevailing in most of the States. Tts salient features
may be briefly summarized as follows :—

“The tax is in legal theory upon the transfer or the right to receive the property
of the decedent, not upon the property itself. But the tax is measured by the amount
of property passing to the beneficiary, and is made alien upon such property, and a personal
charge against the executor and the beneficiary until paid. A tax is imposed not only
upon the transfer of property by will or intestate law, but also upon any transfer by
deed, grant, bargain, sale or gift made in contemplation of death of the grantor, vendor
or donor, or intended to take effect in possession or enjoyment at or after such death.

The primary rate is 1 per cent. when the transfer is to husband, wife, children,
father or mother ; 1% per cent. to uncles, aunts, nieces and nephews; 3, 4 and 5 per
cent. to relatives further removed, accosding to degree of kindred; and 5 per cent. to
strangers in blood, corporations and other organizations, except municipal, religious,
charitable and educational corporations within the State, which are exempt.

The above primary rates apply to the first §25,000 received by the beneficiary.
The next $25,000 bears a rate of one and a half times the primary rate; the next
$50,000 twice the primary rate; the next $400,000, two and a half times the primary
rate ; and all above $500,000 three times the primary rate. Thus it will be seen that a
distant relative or a stranger in blood will pay 15 per cent. upon the excess over a
half-million dollars that he may receive.

An exemption from the tax is allowed of $10,000 to a widow, $2,000 to each of
the other relatives named in the first section, $500 to those in the second section, and
Jesser amounts to more distant relatives, down to $100 to those in the fifth class. These

" exemptions are taken out of the first §25,000. :

The Inheritance Tax is imposed and collected during, and asa part of, the settlement
of estates in the County or Probate Courts, and is usuaily paid by the executor and
charged against the share which he is required to pay over to each beneficiary upon
such settlement.”

In answer to the question— If a decedent lived in one State and owned property in another
State, to which State should the tax be paid ? 7 Mr. Hasrrington writes :—

“ Quite early in the administration of the law it was decided that, if the property '
is veal estate, the fax is due to the State where the land is located. This rule has been
affirmed repeatedly, and has received general acquiescence.

Where, however, the foreign property is personal, it was eaily held to follow
the residence of the owner and to be taxable in the State where the deceased had his
domicile. But numerous States held that the property was taxable in the State where
located, and in such cases the same property was subjected to double taxation. After
eliminating all real estate, and all personal property located in the State of the owner’s
domicile, the property so subjected to double taxation is relatively unirportant in amount -



224

and not sufficient in any sense to serve as a basis for condemnation of the law. Nevertheless
possible double or multiple taxation is a problem of sufficient moment to demand the
careful attention of students and legislators.

The recent amendment to the Wisconsin Law (Section 1087-11, Sub-sections 3-8
Statutes of 1913) is intended as an important step toward the elimination of double
taxation, without surrendering the right to tax the transfer of securities representing
Wisconsin corporate property. It provides in substance that the stocks, bond and othey
securities of a non-resident decedent shall be subject to the Inheritance Tax in this
State at a value proportionate to the value which the Wisconsin assets of the corporation
bear to the entire assets. It is true that this law does not cover the entire situation,
nor have its administrative problems been fully worked out. ' ’

Argument is frequently made on behalf of the Inheritance Tax as an economic
measure, designed in some degree to reduce ‘ swollen ’ fortunes. There is no basis for
such argument; and a State tax heavy enough to have that effect would probably drive
much of the liquid capital out of the State, and prevent capital from coming in.”

845. Frequency of Successions—Limit of Tax in relation to.—There has been much discussion
as to the average interval between any two successions to property, and, while the average
duration of a generation of inheritance has commonly been taken at about 30 years, the exceptions
from the average are so important that several countries have adopted provisions under which
the Estate Duty is reduced, or is not levied at all, if a second succession to property occurs within
a short specified period. For example, in Great Britain, if property consisting of land or a
business passes on death a second time within five years, substantial allowances are made in
the Estate Duty, according to a sliding scale ranging from an allowance of 50 per cent. where the
second death occurs within a year of the first death down to 10 per cent. where it occurs more
than four years later than the first death. In the United States, under a law of 1918, no tax
is charged upon a second succession if occurring within five years of the succession upon ‘which
Estate Duty has been paid. Similar provisions exist in some other countries—for example,
Germany, Chile and Japan. ‘

Australian Statutes contain no provisions of the sort. While such allowances are
appropriate where Death Duty is levied in the form of an Estate Duty, there is, in our opinion,
little justification for their adoption where a Succession Duty in the form we recommend
(paragraph 897) is levied in lieu either of Estate Duty or of a combination of the two forms of
- Death Duty. ‘

It may, of course, happen that © quick * successions occur, involving in each case the transfer
of the whole estate of the deceased to one person. In those circumstances, an allowance on
account of the rapidity of succession would be equally appropriate, whether the Duty levied were
in the form of Estate Duty or of Succession Duty ; but the circumstance that the whole estate
passes in each case to one person is unlikely to occur except in cases of small estates, where the
~ tax would be at a lower rate.

846. Life Tenants and Remaindermen.—Computation of respective interests.—IFor the
purposes of the assessment of Estate Duty in Australia, the practice is to use actuarial tables
for determination of the values of the respective interests where property devolves upon one
person for a life tenancy with remainder over. In ¥rance, with a view to simplicity, the
respective interests are determined in accordance with an arbitrary scale approximating to the
results obtained from computations based upon the average expectancy of life at various
periods. The French table is as follows :—

Age of Usufructuary. Value of Life Interest. Value of Reversion.

" Not exceeding 20 .. . .. | T/10ths of the whole property .. | 3/10ths of the whole property
Over 20 but not exceeding 3 .. | 6/10ths i " .. | 4/10ths . "
-, 30 . » 40 .. | 5/10ths ” » .. | 5/10ths . »
,, 40 ” ’ 50 .. | 4/10ths » . .. | 6/10ths . »
,, b0 , . 60 .. | 3/10ths o v .. | 7/10ths b »
,, 60 . " 70 .. | 2/10ths " » .. | 8/10ths " ’
,, 10 .. . . | 1/10th N " .. | 9/10ths »” "

347, Although the French table is simple, it is open to the objection that the intervals
of ten years within which no change in the proportion of value occurs are so long that serious
inequities may arise which cannot arise under the method of calculation adopted in

Australia.
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SECTION XXXIII.

COMMONWEALTH ESTATE DUTY ASSESSMENT ACT.

848. This Act came into force in December, 1914, and under it Duty is levied and payable
upon the net value, as assessed under the Act, of the estates of persons dying after the com-
mencement of the Act (Section 8 (1) ).

849. In determining the net value of an estate, all debts due and owing at the time of
death are allowable deductions, if the deceased person was domiciled in Australia (Section 17). If
the deceased person at the time of death was not domiciled in Australia, the deductible debts
are debts due and owing to persons resident in Australia, or contracted to be paid in Australia, or
charged on Australian property (Section 18). Allowable deductions include Probate and Succession
Duties payable under any State Act, but do not include voluntary debts or funeral or testamentary
expenses (Section 3).

850. Duties lawfully paid in aty place outside Australia in respect of any part of the estate
outside Australia are deductible from the Duty assessable under the Act (Section 8 (7) ). Under
an Amending Act passed in October, 1922, deductible debts now specifically include Federal and
State Land and Income Taxes which become due and payable after death and within one year
after the payment of Duty on any assessment under the Act (Sections 2 and 3).

851. The rates of Duty chargeable under the Estate Duty Act 1914 are :—

‘Where the Total Value of the Estate after deducting all Debts— Duty is payable at the Rate per cent, of—

Exceeds One thousand pounds and does not exceed Two | One pound

thousand pounds
Exceeds Two thousand pounds . .. .. | One pound, with an additional percéntage of one-fifth of
a pound for every One thousand pounds or part of One
thousand pounds in excess of the sum of Two thousand
pounds, but so that the percentage shall not exceed
Fifteen pounds o

Duty is levied at two-thirds of the above rates on so much of the estate as by will, intestacy, gift
wnter vivos or settlement passes to the widow or children or grandchildren of the deceased person
(Section 8 (6) ).

852. For the purposes of the Act, the estate of a deceaséd person comprises :~—

(@) His real property in Australia (including real property over which he had a general
power of appointment exercised by his will).

(b) His personal property, wherever situate (including personal property over which
he had a general power of appointment, exercised by his will), if the deceased
was, at the time of his death, domiciled in Australia.

(c} His personal property in Australia (including personal property over which he had
a general power of appointment exercised by his will), including all debts,
money, and choses in action receivable or recoverable by the administrator in
Australia, if the deceased had at the time of his death a foreign domicile
(Section 8 (3) ).

(d) Property (@) which passed from the deceased person by any gift enter vivos or settle-
ment made before or after the commencement of this Act within one year before
his decease, or, being property comprised in a settlement under which he was
tenant for life, the life interest of which was surrendered by him to the
remaindermen within one year before his decease ; or

(6) In which he had a beneficial interest at the time of his decease,
which beneficial interest, by virtue of a settlement or agreement made by him,
passed or accrued on or after his decease to, or devolved on or after his decease
upon, any other person (Section 8 (4) ).

Property (real or personal) which is devised or bequeathed or passes by gift inter vivos or settlement
for religious, scientific, charitable or public educational purposes, 13 exempt from Hstate Duty
(Section 8 () ).

853. Every administrator is required to lodge a full and complete return of all the estate in
Australia within three months of the death of the deceased person in respect of whose estate he is
administrator (Section 10).
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In the event of an administrator failing to furnish the necessary return, or of the
Commissioner not being satisfied with the return made by an administrator, the Commissioney
is empowered to issue a default assessment, against which, however, an appeal may lie (Section 16),

- 854. The Act permits of the adoption by the Commonwealth, for the purposes of the Act,
of the value of dutiable estate as assessed for Duty under a State law in respect of the same
estate (Section 14). A

To meet special cases in which the dutiable value of an estate is not fairly ascertainable, -
the Commissioner is authorized to compound the Duty on such terms as he thinks fit (Section 19),

.

855. The Commissioner may within one year after the last payment on account of Duty
make such alterations or additions to an assessment as he thinks necessary to insure accuracy
(Section 20 (1) ). ' ‘

' If an amended assessment discloses lability for additional Duty, the administrator is only
liable in respect of such additional Duty to the extent of any property then under his control,
or which can be legally applied by him for the purpose, unless in the first instance he had been
. guilty of fraud or gross negligence, in which case he is held personally liable for the additional
Duty (Section 20 (2) and (3) ). ,

- If an amended assessment discloses an overpayment of Duty, the Duty paid in excess of the
amount payable is refunded by the Commissioner (Section 20 (4) ).

856. Objections against assessments may be made in writing within 30 days after
service by post of the notice of assessment, or within a further 30 days at the discretion of the
Commissioner (Section 24 (1) ). ‘

An administrator who is dissatisfied with the Commissioner’s decision upon his objection
may within 30 days after receipt in writing of that decision appeal to the High Court or the Supreme
Court (Section 24 (4) ). T

If the original assessment has been reduced by the Commissioner after considering th
objection, the reduced assessment shall be the one appealed against (Section 24 (6) ).

Where an assessment is based solely upon assessment made under the law of a State, there
is no right of appeal against the Commonwealth assessment, unless an appeal has been made
from the State assessment (Section 24 (8) ). :

Appeals do not entitle an administrator to defer payment of Duty (Section 25).

£57. Duty assessed is payable within thirty days after the service by post of the notice
of assessment (Section 29).

The Commissioner may extend the time for payment of Duty or accept payment thereof
by instalments, upon receipt by him of security for payment of the Duty, and provided the Duty
is paid within a period of two years (Section 30).

A penalty of 10 per cent. of the Duty unpaid is imposed if Duty is not paid within 30 days
after service by post of the notice of assessment (Section 31) ; but the Amending Act of October,
1922, gives the Commissioner discretionary power to remit the penalty or any part thereof—the
latter provision having retrospective effect to Lst July, 1921 (Section 4). :

858. Duty assessed under the Act is made a first charge upon the estate in priority over all
other encumbrances, and any disposition of the estate or any part of it is prohibited until the Duty
thereon has been paid, or until the Commissioner certifies that he holds security for the payment
of the Duty sufficient to permit any specified part of the estate to be disposed of (Section 34 (1) ).
Contravention of this provision of the Act renders an administrator personally liable for the Duty
(Section 34 (2) ).

859. Section 35 of the Act sets cut the manner in which an administrator shall apportion
the Duty payable in respect of an estate (exclusive of so much of the estate as is exempt from
Duty) among the beneficiaries :— ) :

(@) The Duty shall in the first instance be apportioned among all the beneficiaries in
proportion to the value of their interests ; and

(b) Where there are any beneficiaries under the will each of whom takes only specific
bequests or devises of a value not exceeding Two hundred pounds, the Duty
which under paragraph (a) of this section would be payable in respect of the
interests of those beneficiaries shall be apportioned among all the beneficiaries
in proportion to the value of their interests :

Provided that for the purposes of this section the value of the interests
of the widow or children or grandchildren of the deceased shall be reckoned at
two-thirds of their assessed value.
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~ 860. The Act permits the Comumissioner to arrange for separate assessments of the Duty
payable in regard to the respective interests of the beneficiaries in any separate properties, or in
any defined portions of the same property, as he considers reasonable (Section 36 (1) ). The Duty
80 separately assessed is thereafter charged solely upon the separate estate in respect of which it has
been assessed. Payment of any Duty so separately assessed will free the part of the estate in respect
of which the Duty was assessed from any charge for unpaid Duty separately assessed on any
other portions of the estate (Section 36 2)). o o

.- 861. The Commissioner may register any outstanding Duty as a charge on property registered
with the Registrar-General or Registrar of Titles of any State (Section 37). In the event of the
non-payment of Duty by the final date fixed for payment, the Commissioner may apply to the
Court for an order for the sale of a portion of the estate sufficient to satisfy the Duty (Section 39).

- 862. The Act gives the Commissioner or any officer authorized by him the right of full and
free access at all times to all lands, buildings, places, books, documents, &c., for the purposes of
the Act (Section 44). o : '

863. The Commissioner may by notice in writing require any person to attend and give
evidence on oath before him or before any duly authorized officer concerning any estate or
assessment (Section 45). ’ ' ‘

- 864. The Act prescribes various maximum penalties for the following offences :—

1. The obstruction of any officer acting in the discharge of his duty under the Act
or the Regulations.
2. The failure or neglect to duly furnish a return. )
3. The refusal or neglect to attend and give evidence when required.
4. The making or delivering (knowingly and wilfully) of any false return. .
5. The under-statement of the value of an estate with intent to defraud.
6. The evasion of assessment or Duty by fraud or wilful act, default or neglect.

The Act constitutes the two last-named indictable offences, and prescribes a maximum
penalty of £500 or imprisonment for three years (Sections 46, 47, and 48).

SECTION XXX1V.

BRIEF SUMMARY OF PROBATE AND SUCCESSION LEGISLATION IN THE SEVERAL
' STATES. '

" 865. New South Wales.—Duty is charged on all estate in New South Wales whether

real or personal. The following property is subject to Duty, viz. :— .
Property— ' ~ ‘

(a) disposed of by will or settlement containing trusts to take effect after death ;

(b) comprised in any gift made within three years before death; - _

(¢) passing under any settlement by which an interest or benefit is reserved to the
deceased for life, or for the life of any other person or for any period determined
by the death of deceased or any other person, or by which deceased has reserved
the right to restore or reclaim any property or the proceeds of the sale thereof ;

(d) comprised in any gift made at any time of which possession and enjoyment has
not been assumed by the donee ;

(¢) comprised in a donatio mortis causa, made at any time ; o

(f) which deceased has at any time caused to be conveyed to or vested in himself and
any other person jointly so that the beneficial interest therein passes or acerues
by survivorship to any person ; . o

(9) in which the deceased or any other person had an interest limited to cease on
death of deceased, unless—

such disposition was bond fide made or effected within [sic] three years
before death and— '

bond fide possession and enjoyment was assumed immediately upon
disposition and thenceforward retained ;

(k) consisting of money payable under any policy of assurance which has been kept up
by deceased for the benefit of a beneficiary ; .
(%) consisting of any annuity or other interest provided by deceased to the extent
of the beneficial interest accruing by survivorship or otherwise on death of
- deceased ;
(J) in respect of which deceased had general power of appointment ;
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(k) which on death passes to any other person by virtue of any agreement made by
deceased to the extent by which the value exceeds any consideration receivable
by the estate of the deceased under such agreement ;

(1) which deceased has within three years before death transferred to or vested in 5
private company in consideration of shares or other interest therein ; =

(m) Specialty debts secured over property in New South Wales ;

{n) Shares held at time of death in any company or corporation carrying on business
in New South Wales. . =

866. Valuation is made as at the date of grant of probate, and all interest, &c., accrued
up to that date is dutiable. f , : e

§67. Estates under £1,000 net value are not liable to Duty. Over that amount the Duty rises
by grades from 2 per cent. to a maximum of 20 per cent. on a net value of over £150,000. Where'
the net value of estate passing to widow, children or grandchildren does not exceed £5,000 and
the deceased was domiciled in New ,South Wales, Duty is payable at half the rate otherwise
payable. ' ,

868. Interest at 6} per cent. is payable on the amount of Duty outstanding, and is
calculated from six months after death up to date of payment. E

869. Victoria.—Duty is payable on the real and personal estate of a deceased person situated
in Victoria. Bequests to charities are exempt. Property passing under gifts infer vivos made
within one year of death is dutiable, as is also property the subject of any gift snfer vwos whenever
made if possession was not immediately entered into by the donee and thereafter retained
continuously to the entire exclusion of the donor. Any property to which the deceased was
originally entitled, and which he voluntarily causes to be registered jointly in the names of himself
and any other person so that part or the whole of the beneficial interest passes to the survivor, is,
to the extent of such beneficial interest, dutiable. Duty is charged on all property over -which
the deceased had a general power of appointment; on property passing under conveyances
and assignments made with intent to evade payment of Duty, and on property passing under
settlements containing trusts to take effect after the death of the settlor. Property given by
way of donatio mortis causa is also dutiable. B

The estate is valued as at date of death.

870. The rates of Duty are as follows :— :
(@) Where the estate passes to strangers by will or to certain relatives by settlement—

Under £200 . . . . Exempt
Exceeding £200 but does not exceed £300 . .. 1% per cent.
Exceeding £300 but does not exceed £400 . .. 2 per cent.

&c., reaching a maximum rate of 10 per cent. on estates exceeding £20,000.
(b) Where the estate passes to widow, widower, ancestor or descendant—

Under £500 .. .. . .. .. Exempt
Exceeding £500 but does not exceed £1,000 .. .. 2 per cent.
Exceeding £1,000 but does not exceed £2,000 .. .. 3 per cent.

&c., reaching a maximum rate of 10 per cent. on estates exceeding a net value
of £100,000.

{71. Queensland.—Probate Duty is charged in respect of every grant of probate or letters of
administration made in respect of the Queensland estate of a deceased person at the following
rates, viz. .—

If the net value is less than £300 . .. Nil
If the net value is more than £300 .. .. Tor every £100 or part thereof, £1

§ 2. Probate Duty is payable only on the personal estate which comes into the hands of

the executor or administrator.

873. Succession Duty* also (which isnot limited to personal estate) is payable as follows :—

Where the aggregate successions amount to less than £200 .. Nil
Where the aggregate successions amount to £200 but do not exceed

£1,000 . . . .. . 2 per cent.
Where the aggregate successions amount to more than £1,000 but do

not exceed £2,000 . . . .. .. 3 per cent.

and thence graded to—
Where the aggregate successions amount to more than £27,500
but do not exceed £30,000 .. . .. .. 8 per cent.
Exceeding £30,000, 8 per cent. plus § per cent. for each £5,000 or part thereof, but not
to exceed 15 per cent.

* Sec also paragraph 884.
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Where the property passes to wife or lineal issue the Duty charged is :—
Where the total value of the estate—
Does not exceed £500 .. .. .. Nil
Tixceeds £500 but does not exceed £2,500 .. One-half prescribed rates
i

Ixceeds £2.500 but does not exceed £5,000 .. Two-thirds prescribed rates

and where the successor is not a stranger in blood but is other than the wife or husband ot lineal
issue the Duty charged 1s :—

The preseribed rates plus one-half, but not to exceed 15 per cent ;
and where the successor is a stranger in blood the Duby charged 15 :—

Double the prescribed rates, but not to exceed 20 per cent.

874. Duty is charged on realty situated in Queensland and on all personalty. Every
disposifion of property by reason of which any person becomes entitled to property ot the
income therefrom after the death of spme other person is regarded as a succession. The interest
accruing to a survivor under & joint thnancy is a succession. A person deriving a general power
of appointment upon the death of another is regarded, when he exercises this power, as the
successor to the property. Dispositions accompanied by a reservation of a benefit to the grantor
confer a succession, as do also those made to-dake effect ab periods depending on death or made
for the purpose of evading Duty. Duty on realty is payable by four half-yearly instalments,
and may be paid in advance, subject to a discount of 4 per cent per annum. Gifts infer
vivos made within two years of death are dutiable as successions.

875. For Probate Duty an estate is valued as ab the date of grant of probate; but for
Succession Duty as at the date when the succession takes effect.

876. South Australia.—Death Duty in South Australia, unlike that of other States, takes
the form of a true Succession Duty, similar to that levied in Great Britain. ( See also para. 884.) -
Real property in South Australia and personal property wherever situated is dutiable if the
deceased person was demiciled in South Australia. Duby payable outside the State on any
property not situated in South Australia may be deducted from the Duty payable thereon in
South Australia. Duty is payable in addition on— -7

(a) property passing by donatio mortis causa ;
(b) property aceruing to any person under a sebtlement containing trusts to take

e N

effect after death of the settlor or any other person ;

(¢) property accruing to any person under a deed of gift made within three months
prior to death of the donor; A

(d) property the subject of any conveyance or assignment made with intent to evade
the puyment of Duty, and in this case ab double rates.

The value for Dusy is determined as at date of death of testator.
877. The rates of duty are as follows :—
(1) On property passing to widow, widower, descendant and ancestor—
1f the net present value 15—

Kore than £500 and less than £700 .. .. .. 1} per cent.
More than £700 and less than £1,000 . .. 2 per cent.
and so on irregularly, reaching a maximum of 173 per cent. at a net value of
£200,000.

Provided that if the person taking is the child under twenty-one or the
widow of the deceased, Duty is charged at half rates if the whole of the estate
is valued under £2,000.

(2) On property passing to brother, sister, descendant of brother or sister, or any other
lood relative—
If the net present value is—

Under £200 o . . .. 1 per cent.
Over £200 and less than £300 . . .. 1} per cent.

&c., reaching a maximum Tate of 17} per cent. at a net value of £50,000.
(3) Where property passes to a stranger in blood, Duty at the rate of 10 per cent. 18
payable where the net present value of the estate is less than £10,000; if
Detween £10.000 and £20,000. at 15 per cent. ; if over, £20,000, at 20 per cent.
Slightly different rates are payable on property passing under a sebtlement ot gift nter
vivos, though the maximum and minimum rates are the same.
F.18112.—2
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878. Western Ausiralia.—Duty is payable only upon the real and personal property in
Western Australia. The rates are—
On an estate of a net value not exceeding £500 . . .. .. 1 per cent.
On an estate of a net value exceeding £500 and not exceeding £1,000.. 2 per cent.
On an estate of a net value exceeding £1,000 and not exceeding

£2,500 .. .. . . .. .. 3 per cent.

and so on irregularly to a maximum of 10 per cent. at a net value exceeding £20,000.

879. Where property passes to parent, issue, husband, wife, and issue of husband and wife,
resident and domiciled in Western Australia, Duby is payable at half of the rate otherwise payable.
Property the subject of a gift by way of donatio mortis causa is also subject to Duty under this
Act. Where property passes under a settlement made ‘at any time and containing trusts to take
effect after death or by a deed of gift made within six months of death, this is subject to Duty. -
It may be noted that, with regard to settlements and gifts dnfer vivos, if the settlor or donor
was domiciled in Western Australia, personal property situated in Western Australia only is
dutiable. Property conveyed or assigned with intent to evade Duty is taxable at double rates.
Certain charitable bequests are exempt. For Duby purposes, the estate is valued as at date of

death.

880. Tasmania.—The State Act applies to the estates of all deceased persons leaving real
property in Tasmania or its dependencies and personal property wherever situated if the deceased
was domiciled in Tagmania and personal property in Tasmania only if the deceased was domiciled
elsewhere. FProperty passing under a settlement or under a deed of gift made within three years
of death is dutiable. ~Any necessary adjustment of Duty must be made within three years of
filing of accounts. Property conveyed or assigned with intent to evade the payment of Duty is
dutiable. Any conveyance, assignment, &c., shall be deemed to be made with intent to evade
Duty if it is to take effect on the death of the person making it. Property the subject of a
donatio mortis causa is dutiable.

881. The rates are as follows :—

(o) When the value of the property of the deceased person, settlor or donor at the
time of his death—

Exceeds £500 but does not exceed £1,000 .. .. 2 per cent.

Hixceeds £1,000 but does not exceed £2,000 .. .. 2% per cent.

Tixceeds £2,000 but does not exceed £5,000 .. .. 3% per cent.
and so on irregularly to a maximum of 10 per cent. on net value exceeding
£92,000.

(b) Where the property accrues to—
(1) Widow, widower, descendant or ancestor, at above prescribed rates.
(2) Brother or sister, or child of brother or sister, at double the prescribed
rates with a maximum of 10 per cent.
(3) Persons beyond the third degree of consanguinity or strangers in
blood, the Duty is 10 per cent. throughout.

882. Northern Terrilory.—The South Australian law applies in this Territory, but is
admmistered by the Commonwealth.

SECTION XXXV,
ESTATE DUTY OR SUCCESSION DUTY—WHICH FORM SHOULD BE ADOPTED?

883. Definition of Terms.—In some Statutes dealing with Duties leviable upon the estates
of deceased persons, the terms “ Estate Duty ” and “ Succession Duty ” ave rather loosely used.
In this Report, the term ““ Estate Duty ” is used as meaning a Duty which is levied upon, and is
measured by, the aggregate taxable value of the estate of a deceased owner. The term
“Succession Duty ” 18 used as meaning a Duty which, whether or not it includes other
elements, is levied upon, and is measured by, the taxable value of the interest of each beneficiary.

, 884. British and Australian Legislation.—As pointed out in paragraph 840, the British
taxation of estates of deceased persons is of a dual character—that 1s, a Probate Duty is levied
upon the estate as a whole and a Succession Duty is levied upon the interest of each beneficiary.

P



The Commonwealth Estate Duty is similar to the English Probate Duty in that the tax is levied
upon the total taxable value of the estate. This is true also of all Australian States except South
Australia. In Queensland, the scheme of taxation is somewhat similar to that of Great Britain—
that is, a Probate Duty is charged upon the whole estate, subject to a small exemption, and an
additional tax (the rates of which are gradusated according to the total value of the estate) is
levied upon the interests of beneficiaries. This latter tax is called a Succession Duty. It is
not, however, a Succession Duty in the sense in which we use the term, inasmuch as the rates
are determined by the value of the whole estate and not by the amount of the individual bequest.
The effect of the dual provisions in the Queensland Act is to impose two Hstate Duties, since the
so-called Succession Duty, which is really an Estate Duty in its incidence, is increased by 1 per
cent., the uniform rate of the so-called Probate Duty. In South Australia, under the Succession
Duty Act, the tax levied is a Succession Duty in that it is levied upon the interest received by
each beneficiary and the rate does not depend upon the taxable value of the whole estate of the
testator. ‘

o

885. New Zealand Legislation.—In New Zealand, the scheme of tazation is similar to that
of Queensland. TUnder the Death Duttes Act 1909, and amendments thereof, an Hstate Duty
is levied on the “final balance ” in excess of £1,600 of the estate of a deceased person. In
addition, a duty called Succession Duty is imposed in respect of every interest acquired or
possessed by any person as the ¢ Successor ” of the deceased. For further details as to rates,
etc., see paragraphs 942, 943.

886. European Death Duties.—The form of Death Duties in Kurope is described in the
following extract from the ““ Taxation of Capital,” Soward and Willan :—

“In the majority of foreign countries (where the grant of representation as
understood by us, [s.e., in Great Britain,] is unknown, and where also there is hardly
anything to be found analogous to our system of settlements and trusts), taxation by
means of Death Duties is most usually effected through the agency of a single tax, in
the nature of an acquisition duty, which more often than not, entirely ignores the
administrator or testamentary executor, and looks to no other person than the
beneficiary himself for the payment of duty in respect of the acquisition by him of his
share of the property forming part of the estate of its deceased owner.”

In Holland and Belgium, however, special Transfer Duties upon the estates of deceased persons
supplementary to Succession Duties are levied.

887. Basic Concept.—A Death Duty in the form of an Estate Duty is the most obvious
type, and historically appears to have been the first to be adopted. It has often been regarded,
theoretically, as founded upon the conception that, when an owner of property dies, the State
naturally asserts itself as its custodian and disposer. Iir. Gladstone, speaking in the House of
Commons in reference to the action of the State in such a case, said :—

“ The carrying property in perfect security over the great barrier which death
places between man and man is perhaps the very highest achievement, the most signal
proof of the power of civilized institutions . . . . . and an instance so capital
of the great benefit conferred by law and civil institutions upon mankind, and of the
immense enlargement that corues to natural liberty through the medium of the law,
that I conceive nothing more rational than that, if taxes are to be raised at all, the
State shall be at liberty to step in and take from him who is thenceforward to enjoy
the whole in security that portion which may be bond fide necessary for the public
purpose.” (lbid.)

This statement was made in connexion with the British Succession Duty Act of 1853, which is &
real tax upon successions, but (as already pointed out) i3 a tax additional to a Probate or Estate
Duty, the basis of which latter tax is the value of the whole estate. So far as any question of
principle is deducible from Mr. Gladstone’s speech, it would seem fair to make the deduction
that the mode in which the State should preferably impose its tax is by means of a true
Succession Duty and not by means of an Istate Duty.

888. What principle should govern the choice beiwesn these fwo methods of taxation of
the estates of deceased persons ?—This is a question of some difficulty, and the absence of a settled
theory on the subject is illustrated by the way in which the taxation has developed in Great
Britain during the last 200 years. (See “ Estate, &c., Duties,” paragraphs 839 and 840).
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891. Retrospective Provisions.—In Gueensland, where the Duty, though called a’Syccession
- Duty, in reality partakes largely of the nature of an Hstate Duty, the Statute govemlin,g the
conditions under which the Du*v is leviable exhibits in remarkable degree the extent to which
the idea of taxing the property of & deceased person may mspire & Lemshture to what may be
called retrospective action, i order to prevent pmnenv from escaping taxation. Such
retrospective provisions, though not actually carried to the samec extent as in the Queensland
Act, are common in Istate Duty Acts, that is, p’e‘ivurw) having the effect of including within the
dutiable estate property which, in form at lcmt, and often in e salit 'y, had been severed from that
estate at some fime before the testator's death—-for example, it is common to declare that gifts
inter vivos made within twelve months or some other period prior to the testator’s death, shall
be regarded as forming part of his estate for purpeses of taxation.

=S

-892. Succession Duty—R s for preferring—In owr opinion, a pure &:ucgebsmu Duty
should be preferred to Estate Duby or to a dual scheme of Estate Duty, plus Succession Duty,
for the following reasons :—

(1) An estate may gemerally be taken as having paid, during the process of
accumulation, its propc ortionate share of such taxes as Income Tax, Land Tax,
and  other ghaz_geb incident to the acquisition and possession of real and
personal property.

(2) Tax is more properly leviable upon the person who acquires a new interest than
upon the mass of property left by au pewson for distribution, possibly among
many. '

(3) The trend of modern thought is n the direction of taxing a person in 1espect of
his interest in something of value rather than of t&Xlné L'Lb thing of value
irrespective of it o*ﬁ'ﬂe:sbik or the destination of any beneficial interest
derivable from it.

(4) A true Succession Duty ennbles t.\x to ‘x‘)g h:"'k}d 80 as to avold the harsh anomalies
which inevitably arise under for example, under an Hstate
Duty m amount of tax le vuule in respect “of a rzutluﬂar legacy or henefit,
say of £3,000, may vary gre tij,’ according to the total aggregate value of the
estate, as the uhu\\mg lilustrations show i—
(@) A son \pGI‘H(L‘“fa already well off), receives £5,000—all his
mother’s estate. He pays—
Victorian Duty .. . . .. £200 0 O
Commonwealth Duty . .. 58 6 8
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(6) A daughter, wholly dependent, receives £5,000 from her father’s estate,
valued at £21,000 net. She pays—

- Victorian Duty .. . .. .. £310 0 O
Commonwealth Duty .. .. .. 16613 4
£476 13 4

(¢) A niece receives £5,000 from the estate, valued at £21,000 net, of an

uncle on whom she was wholly dependent. She pays—
Vietorian Duty . . i, .. £00 0 0
Commonwealth Duty . . .. 250 0 0O
£750 0 0

7

If in the cases (h) and (c) above the total value of the estate
were £72,000, and the amount teceived by each of the three
beneficiaries as anove were & , the Duty would be—

Tota! fstabe. ; saton. Tax Payable.
) 5,600 . £258 6 3

5,000 . 850 8 9
5,000 . 1,112 0 0
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802, Life Interest—Taxation of, under Esiate Duly and under Succession Duty.—
Under .a Succession Duby Assessment Act, a position which frequently arises is that
of an estate being left, say, to a widow as life tenant, with remainder over. A situation
of that kind is dealt with under an FEstste Duty Act—for example, the Commonwealth
Act—by computing the value of the two interests, that is, the life estate and the remainder.
This, however, has no effect upon the actual Duty ecollected, which is measured by the
aggregate value of the estate ; is leviable at onee; and is payable by the administrator
and not by any beneficiary. Under a Succession Duty, i the form which we recommend, the
only interest taxable in such a case ab the time of the testator’s death would be the life interest.
Any interest arising at the termination of that life interest would be treated as a succession then
arising and taxable in the hands of the beneficiary.

-

1

894. Estate in Remainder—When sghould Dudy ke paid 9—Where a testator devises
his estate first by way of life interest, with remainder over, it is clear that the
remainderman derives title, mot from the lie tenant, yub from the original testator.
The question arises as- to whether the Duty to be paid by the remainderman when
he becomes entitled in possession to his succession should be based on the value of the
property ab the time of the testator's death or at the date of termination of the
intervening life estate. Under the South Australian Succession Duty Act, the Duty Is
charged on the value at the time of testator’s death, but that Act differs somewhat from the
British Succession Duty Act, in that the administrator alone, is made liable for the Duty
whereas under the British Act the prineipal lisbility to payment of Duty rests upon the Successor,
while the administrator has a secondary 1 &

jability imposed upon. him for the purpose of the protec-
tion of the revenue, or, as may often happen, for purposes of convenience. Under the Queensland
Act, Duty is imposed on the value ab the time that the succession takes effect in possession, and
this, in our opinion, is the correct principle. There would perhaps be some convenience in the
payment of the Duty in the first place by the administrator, and, in the case of the first interest
in possession under a will, probably that would commonty be done as a matter of arrangement
between the beneficiary and the administrator : but, as we have indicated above, the duty to
be paid by the remainderman is a future obligation.

0.

895. Revenue Effect of Change from Estats Duly fo Succassion Duty.—Of all the taxes
affecting property, Hstate Duty or Suceossion Duby is, in the nature of things, the least
imate upon any fixed principle

n

susceptible of accurate annual forecast. Wo revenus
he necessary factors being

21 Cal

the amount likely to be derived from such Duties, so many
unknown.
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896. If Duty is imposed as a Succession Duty, and if the same amount of revenue as at
present is required to be raised, existing scales of rates, which are applied to the aggregate value
of an estate, would need review, as obviously the larger number of taxpayers under the
Succession Duty system would be chargeable upon successions of comparatively moderate value,
That system, however, in our opinicn, rests upon the equitable bases of taxing the individua]
on the beneficial interest in possession acquired by him and of using that interest as the measure
of the tax. In those fundamental respects it is more soundly based than is an Estate Duty.

897. We rseommend, for the reasons staled in paragraph 892, and more particularly on the
grounds of equity of incidence and simplicity of principle, that existing Duties levied upon the net
aggregate value of the estate of a deceased persen be superseded by a system of Succession Duties—

1. Levied upon and measured by the taxable value of the interest of each beneficiary .

2. Payable by the beneficiary (Successor), either directly or on his behalf by the trustee
or executor ;

3. Due and payable af the time when the Successor or any person in his right or on his
behall becomes entitled in possession to the succession or to the receipt of
the income and profits thereof ;

4. Based upcn the value of the property at the date of death of the testator, if the
Successor then becomes entitled in possession, or, if there is an intervening
estate, upon the value of the succession at the termination of that estate.

SECTION XXXVI.
AMOUNT EXEMPTED FRCM DUTY.

898. The question of a general exemption, so keenly debated by witnesses in connexion
with Income Tax, was not prominent in the evidence taken in relation to Hstate Duty. This
may be due to the fact that the witnesses were, almost without exception, professional men—
managers of Trustee Companies, Solicitors, Accountants, and others—who deal with matters
arising out of Estate or Succession Duty in a fiduciary capacity only. But the questions of the
nature, amount, and-of the persons or class of persons entitled to any exemption, are vital
questions to those who are affected by the tax.

899. Three types of exemption may be enumerated :—

(1) A continuous exsmpiion—that is, a specified sum which, irrespective of the total
net value of the estate, 1s allowed as a deduction from what would otherwise
have been the taxable value of the estate or succession. An illustration is
the exemption allowed under the Commonwealth Land Tax legislation under
which tax is levied upon unimproved values of land owned by a taxpayer only -
if those values exceed £5,000, and only in respect of the values in excess of
that amount.

(2) A conditional exemption.—An illustration is the exemption allowed in respect
of the Commonwealth Istate Duty, under which, if the net value of an estate
does not exceed £1,000, no duty is levied, but, if the net value exceeds £1,000,
duty is levied upon every £1 of the total net value. This type of exemption
has been adopted by all the Australian Legislatures except that of Western
Australia, but, as pointed out in paragraphs 982-985, it produces anomalies.

(3) A vanishing exemptien —that is, a specified amount, say £500—which, if it
constitutes the whole of the net value of an estate, remains untaxed ; but,
if the net value exceeds £500, the exemption diminishes in accordance with
a prescribed scale, until it reaches the vanishing point—for example, if the
exemption diminishes by £1 for every £1 by which the value exceeds £500
then 1f the total value were £750 the exemption would be £250 and the
taxable amount £800 ; but, if the value were £1,0600 (which in that case would
be the vanishing point), the whole amount would be taxable. This case may
be regarded as a variant of No. 2. There is no example of this type of exemption
in Australian Hstate or Succession Duty Acts, though it is not uncommon in
Acts dealing with Income Tax.

Variants to all of these types would be found in exemptions expressed in terms of duty and not
in terms of value of Hstate or Succession.  We do not know of any examples of such variants in
actual practice.
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. 900. Australian Legislatures have adopted varying provisions with regard to the exemp-
tions under Estate or Succession Duty Acts. V

The following table exhibits in brief form the provisions now operative :—-

P Amount
Leglslature. Name of Principal Act. Nature of Exemption. of Persons Entltled to Remarks.
TExemption. Exemption.
£
Commonwealth | Estate Duty Assessment | Conditional exemption® | 1,000 | All
Act No. 22,1914 that is an amount which
is exempt if the total
taxable value does not
exceed that-amount, but
which, if that amount
is exceeded, does not
; ﬂgyply to any part of
¥he value of the Hstate
New  South | Stamp  Duties  Act ” " " 1,000 | All
Wales No. 47, 1920
Victoria Administration and . ’ ” 200 | All
Probaie Act 1915 : @
» »o~ e ” ' » 500 | Widow, Children,
Grandchildren
Queensland Succession and Probate i " » 199 | Al
Dutres Act 1892
» » 5 " ’ » 500 | Widow, Children, | Probate duty of
Grandchildren | 1 per cent. is
also  payable
on the perso-
nal property
in all estates
exceeding £300
: in value
South  Aus- | Succession Duties Act ) " » 499 | Widow, Widower,
tralia 1893 descendant,
ancestor
Tasmania Deceased Persons Estates » » » 500 ”
Duties Act-1915
West?rn Aus- | Admenistration Aet 1903 | No provision
tralia

* For definition of this term see paragraph 899.

901. Australian Provisiens—It will be seen from the above Table that the following 1s
the position with regard to Exemptions from Tax under the law of the Commonwealth and that of
the several States.

902. Commonwealth.—The Commonwealth Estate Duty Assessment Act allows an exemption
of £1,000 in the form that, where the total value of the estate does not exceed £1,000, no Duty
1s charged.

903. In New South Wales, if the deceased was domiciled in that State, an exemption of the
same amount (£1,009) as under the Commonwealth law is allowed.

904. In Victeria, in the case of property passing under a will or intestacy to the widow or
a child, or under a settlement to the widow, widower, a descendant or ancestor, no Duty is charged
if the value of the estate does not exceed £500 ; and, in the case of property passing under a will
to other relations or strangers, or under a settlement to other relations, no Duty is charged if the
value does not exceed £200. '

905. In Queensiand, no Succession Duty is charged shere the value of the estate does not
exceed £199, nor in respect of property passing to the widow, children, or grandchildren where
the value of the estate does not exceed £500.

906. In South Australia, no Duty is charged upon a succession taken by the widow, widower,
a descendant or ancestor, if the total value of the succession does not exceed £499. This
exemption from Duty is not extended to property taken by other persons. '

907. In Western Australia, there is no exemption to any class of beneficiaries.

908. In Tasmania, no Duty is charged where the net value of the estate does not exceed

£500.

909. Exemptions granted under the Commonwealth and State laws, as particularized
in the foregoing paragraphs, are all in the form that, if the total net value of the estate (or
succession) exceeds the amount of the exemption, Duby is charged upon the total net value.
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10. Type of Exemption Reeommended.—In our opinion, the type of exemption which should
be adopied is a ‘ vanishing exemption,” rather than an eAempmo contix nued throughout the
whole range of values. The foundation principle of a exempti ion, more or less 1mperfectly
expressed In Inr’ome Tax or Hstate or Succession Du ty Statutes which contain exemption
provisions, is the dependency of the taxpayer upon the income or capital benefit received.

911. In Income Tax there is only one possible means of measuring such an allowance—that
18, directly or ind zrevtﬂ’ exempti ing. from taxation any income not exceeding a certain sum. (For
the purposes cf thi Uala&tabh it is unnecessary to consider whether the ﬂxnﬂqp‘non is or is not
continuous). In an Estate or Succession Duty, the recognition of the great social fact of family
relationship, with 1ts nnpl*mmﬁ of expectancy and dependency, has “led to the adoption of a
second means, less direct, but hardly logs oﬁe(’twe, of granting what i3 virtually an exemption for
certain privileged beneficiaries. In the case of an estate of moderate awount (and such estates
form a large proportion of all those coming within the range of Hstate Duty), and especially in
an estate which is wholly left to the widow of the deceased owner, the recipient of the estate or
succession is commonly v, dependent wholly or in great part upon the provision for the future which
the net capital value of the estate supphﬂb While dependency is an element, and an important
element, in the consideration of an exemption, there are mactmaﬁ and also theoretical difficulties
in the way of exem ptmg from duty an, amount which at a reasonable rate of interest would provide
a means of livelihood in pemetmtv One great difficulty sould be the question of revenue. Under
an Estate Duty of what may be called the standard type, that is, where the Duty is levied upon
the whole amount of the estate, the revenue difficulty would exist but would be less than under
other forms of Death Duty. Under a Succession Dutv which is designed to fall directly upon
each beneficiary and to be measured by the extent “of each bpneﬁaa; interest, the revenue-
question m1th easily become acute, if any attempt were made to secure to each beneficiary
an exemption from Duty in respect of an amount which would return in perpetuity an income
of, say £100.

912. Two cther ob]e(‘monb may be noticed—first, that, if dependency is to be the basis
of exemption, then strict proof of the financial position of each beneficiary would be required.
The necessary investigation might often be difficult and unsatisfactory from the point of view
of the Revenue authorities and 1rﬂtatmg and inquisitorial from the point of view of the taxpayer.
The second objection is that,in the cases where dependency is absolute and earning power is small,
non-existent, or impossible to estimate, liberality towards the taxpayer could not be expected to
go further than to exempt an amount, the interest upon which would provide a small income for
the period covered by the expectancy of life of the person covcemed and not an income in
perpetuity. If the mxpuyer say a widow, had attained a certain age, she would in many cases
be entitled to the Old Age Pension, and this would constitute a material set-off to any claim for
exemption based upon absolute rkpendencv

913. In the great rpa]onty of cases where the estate is small, complete dependency is
confined to one or more of those who constitute the immediate famﬂv Where the estate is not
small, there may also be dependency, but the amount of beuefit received m ay be so large that the
case will be properly met LV @pplvmﬂ the method of a LLLlllﬂShlné exemptlon Apart from any
other financial capacity, the succession itself, to the extent to which it exceeds the sum beyond
which the exemption begins to diminish, affords a measure of ea pa( ity to bear tax. The closest
degree of tamﬂy relationshi ip is the safest guide to the classification of the group which should
receive the highest or the only exemption from Duty, or, if not exempted, should pay Duty at the
lowest rate.

914. As to the allocation of an ezemption, we are of opinion that the exemption should
apply only within the most fayoured group, Class 1, that is, widow er widower and lineal ancestors

-or issue (including adopted and ilisgitimate children). As to the amouni of exemption, we consider
that the widow of the deceased owner of an estate should be treated more liberally than others coming
within Class 1. (See paragraph ml)
915. We recommend—
(1.) That, in the case of the widow of a deceased owner of an estate, the amount to
be exempted from Duty should be £1,000.
(2.) That, in t‘% case of all others coming within Class 1, the amount to be exempted
from Duty should be £500.
(3.) That, v beth ca se,\ the exemption be a ““vanishing” exemption, diminishing
by #1 for each £1 by which the succession exceeds the amount of the
. exemption aophcabie
The effect would be that, in the case of the widow, the exemption would cease altogether
at £2,0060, so that, if the amount of the succession exceaded that suun, the whole amount would
be taxed. In the case of any other person coming within Class 1, the exemption would cease at
£1,000, so that, if the amount of the succession exceeded that sum, the whole amount would
be taxed.

-
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SECTION XXXVII.
DIFFERENTIATION — CCNSANGUINITY.

916. The embodiment in legislation of the idea that Estate or Succession Duties should
be differentiated in amount according to the nearness or remoteness of relationship of the benefi-
ciaries to the testator dates back at least 2,000 years.

917. In Great Britain, where, it should be noted, there is both an Estate Duty levied upon
the total value of the estate of a deceased person and also Legacy Duty and Succession Duty,
the differentiation under the Legacy Duty and Succession Duty Actsisin accordance with the Table
given in paragraph 842. It will be seen from that Table that the rate levied upon strangers and
distant relatives is 10 per cent., while upon the most favoured class, which includes husband or
wife, lineal ancestors or issue, the rate’is only 1 per cent. The very high degree of differentiation
in this case may perhaps be accounted for by the existence also of an Estate Duty, with rates
ranging from 1 per cent. to 20 per cent.

918. Under the Commonwealth Estate Duty Assessment Act, preferential rates are pre-
scribed in respect of so much of the estate as passes to the widow, children or grandchildren of
the deceased. In these cases, two-thirds of the ordinary rates are charged.

919. In New South Wales, one-half rates are charged on property passing to the widow of
the deceased or to any of the children under 21 years of age, but this provision applies only where
the assessable value of the estate does not exceed £5,000, and where the deceased owner was at
the time of his death domiciled in New South Wales.

920. In Victoria, differentiation in favour of the widow and children is effected thus :— *
If, under a will or in an intestacy, the only persons entitled are—

the widow, or

the widow and children (which term includes grandchildren), or.
the children

of the deceased owner, the estate is taxed on a scale much lower than that which is applied to
other cases. Further, if, in the case of property ‘ devised or bequeathed ” to the widow and

children, or widow or children, the total value of the estate in and out of Victoria does not exceed

£2,000, and the persons named are the only beneficiaries, or if they are not the only beneficiaries,

the total value of their shares does not exceed £2,000, duty is levied at half the rates of the lower

scale.

921. In Queensland, the widow or lineal issue pay Succession Duty at half rates (*) where
the total value of the estate (not of the succession merely) does not exceed £2,500, or two-thirds
of the ordinary rates where the total value of the estate exceeds £2,500, but does not exceed
£5,000. In each case the reduced rates are applied only where the ¢ predecessor”” was domiciled
in the Commonwealth.

.- 922. In South Australia, the Schedule divides beneficiaries into three classes. The first
class is composed of the widow, widower, descendant or ancestor of the deceased person. The
rates range from 1} per cent. on successions of values from £500 to £699, to 174 per cent. on
successions of £200,000 and upwards ; values below £500 are not dutiable. It is provided that
“ where the person taking is the child under twenty-one years of age or the widow of the deceased,
the duty shall be charged at one-half the foregoing rates, if the net present value of the whole of
the estate of the deceased is under £2,000.””  This proviso, which makes the application of a
specially privileged rate upon a succession dependent upon the value of the whole estate of which
the succession may be only a part, constitutes an exception to the general scheme of the South
Australian Act, which bases the tax upon the value of the succession.

The second class of beneficiaries consists of brothers and sisters of the deceased person,
descendants of a brother or sister, and any person in any other degree of collateral consanguinity
to the deceased. In this class, values under £200 are dutiable at 1 per cent. (there being no
exemption), and values above £200 are rated in accordance with a scale which rises to 17} per
cent. upon values of £50,000 and upwards.

The third class of beneficiaries consists of strangers in blood to the deceased person. In
this class, values under £10,000 are dutiable at 10 per cent ; values of £10,000 and under £20,000
at 15 per cent. ; and values of £20,000 and upwards at 20 per cent.

Tt will be seen that there is differentiation in favour of beneficiaries in Class 2 as compared
with Class 3, and in favour of beneficiaries in Class 1 as compared with both the other Classes.

» hig dnes not affect the Probate Duty. which 1s charged at a flat rate of 1 per ccut upon personal property only, where the value exceeds £300. Ths
Suecession Duty is additional, and 8 levied npon successions making up the estate, after allowing a deduction of the Estate Duty.



922a. In Wastern Ausiralis, half rat ect of so much of the estate ag
passes to persons who are Doné fide resi niciled in Western Australia angd
occupying towards the deceased the relationship of parent, issue, husband, wife, or issue of
husband or wife.

widower, descendant or ancestor of the deceased person. Double the rates m that scale
are charged in respect of property pussing to a bLrother or sister or descendant of a brother
or sister or any person in anv other degree—not beyond the third degree—of collateral
consanguinity to the deceased person. Where property passes to a person in any degree
beyond the third degree of consanguinity to the deceased person, or to a stranger in blood,
there is a uniform rate of 10 per cent., which, on estates xceeding £5C0 in value, and
not exceeding £1,009, is five times the rate applied in the case of widow, &c. (the most favoured
class) ; on estates exceeding £5,906 in value, and not exceeding £20,500, is two and a half times
that rate ; and on estates exceedling £20,000 in vilue, and not exceeding £100,600, is twice that
rate. 7

9228. In Tasmania, a scale of tates is preseribed, applying to property passing to a widow,
( >

¢

922c. While the question of a general exemption or exemptions to particular classes of
beneficiaries is dealt with under the heading “ Amount Exempted from Duty,” Section XXX VI,
the full effect of any differentiation ,can hardly be appreciated, unless the amount, if any,
granted by way of exemption, is also borne in mind.  Tor particulars of these exemptions see

paragraph 900.

. 923. Of the two methods adopted in Australian Acts for effecting differentiation, namely :—
(@) By prescribing a scale applicable to the least favoured classes, and prescribing

some fraction of this scale for the more favoured class or classes ; or
(b) By prescribing a scale for the mast favoured class, and prescribing multiples of

this scale for the less favoured clags or classes,
we prefer the former method.

924. We recommend that the Duly—whether it t
3}

present in force in the Commonwealth and most of the States. or of a Succession Duty, as we recom-
mend. (paragraph 897)—be differentiated in aceordance wii

th the following scale :—

Class. ' Porsons included in Class. Pmpogi%?s?f Fult
1 Widow or widower and lineal ancestors or issue, including illegitimate children and children

o formally adopted .. . .. .. .. .. . 50%
2 Brothers and sisters and their descendants . .. .. .. .. 80%,
3 All others .. .. .. .. .. .. .. .. .. 100%,

SECTION XXXvIiL
GRADUATION,
925. The principle of graduation, as applied to Income Tox, was discussed in Section XI

-of our Second Report. The same principle, more or less regular in its application, has been
generally adopted in the assessment of Fstate and Succession Duties.

926. Attention has already been direct

ted

_ (Sections XXXII-XXXV) to differences in
the basal conceptions of the Death Duties levied in Australia and other countries, some
taking the form of a simple Tstate Duty, sowe a simple Legacy or Succession Duty and

_others a blend of both.  Differeices also occur as to the classification of the beneficiaries who are
‘privileged to pay less than the normal rates which are chazgeable to strangers in blood ; and as
to the proportion or scale of the privi ege allowed to the several favoured classes. The latter
questions are discussed under the heading * Differentintion——Consanguinity,” Section XXXVIL.
927. Practice in Australia——In the follo wing paraginphs the graduabe
Australian Acts are briefly reviewed. Except where otherwise indicated

d scales of the various
Ie ¥ 4 t
the scales of rates applying to the least favoured persons.

he references are to

_928. Commenwealth.—Upon an e
levied, and upon estates of net valies fror
-value at the rate of 1 per cent. (radustion g e
-estate (after deducting all debts and State Probate or Su

alue not exceeding £1,600 no Duty is
Daty is levied on every £ of the net

rate when the neb taxable value of an
seegsion Duty) exceeds £1,000. At a

-



239

value of £1,001 the rate (applicable to the whole estate) is 1 per cent., and rises by steps of *2 per
cent. at each increase of £1,000 in the net value of the estate, until at £71,801 it reaches 15 per
cent. : :

929. So far as estates of values from £1,001 to £71,001 are concerned, the scale has, In
effect, a basic rate of tax of ‘6 per cent. (corresponding to the basic rate of Income Tax mentioned
in paragraphs 347 to 350 of our Second Report) upon which is superimposed a scale of rates
graduating between these values by a series of unvarying steps of *2 per cent. net at each increase
of £1,060 in taxable value. Fach estate (the value of which is not a precise multiple of £1,000)
bears the rate of Duty applicable to the next succeeding multiple of £1,000, up to and not
exceeding £72,000, at which point graduation is superseded by a flat rate of 15 per cent.

930. The rate of Duty under the Commoniealth Act on the highest £ of the taxable value
of estates between £1,001 and £2,000 is 1 per cent. The rate from that point rises regularly
with each increase in value of £1,000 or part of £1,000 till it reaches 29.4 per cent. on the highest
£ of an estate of the taxable value ,of £71,001. On each succeeding £ thereafter the rate is
uniformly 15 per cent. The reason that the maximum rate on the highest £, as mentioned in
this paragraph, is 29.4 per cent., and not 30 per cent., as might be expected, is that the zero of
the Commonwealth scale is at the point represented by Minus £3,000 ; and, when the line of
taxable Income is reached, the progression has a value of ‘6 per cent., as indicated in paragraph
929. There is thus a sharp regression in rate of Duty at £72,000, on the highest £ of which
the rate is 29.4 per cent., while on each succeeding £ the rate is 15 per cent.

931. The average rates of Duty run from 1 per cent. on estates of taxable values between
£1,001 and £2,000, suddenly springing to 1.2 per cent. on the whole value of an estate of £2,001,
and rising thence with each increase of £1,000 by 69 regular steps each of ‘2 per cent., till at
£71,001 it reaches 15 per cent. On each succeeding £, the rate 1s uniformly 15 per cent. On
all estates over £71,001 in taxable value, the highest rate and the average rate are the same,
namely, 15 per cent. -

932. Each increase in rate of Duty is by the Act made retrospective to the first £ of net
value, with the result that sudden and spasmodic increases in the Duty payable characterise the
movement, as the following examples, typical of many others, exhibit :—

On an Ystate . , 1f the Hstate The Rate of And t . Making the Effective Duty
roxail Botveor | Bowto Dy | el | pesiorr | pwrgntennoe | SnOunauy ) on'te G opies ot
£ % £ £ A £ £
1,000 Nil Nil 1,001 1-0 10 10
2,000 1-0 20 2,001 12 24 4
10,000 2°6 260 10,001 2'8 280 20
20,000 4-6 920 20,001 4-8 960 40
50,000 106 5,000 50,001 10-8 5,402 102
71,060 148 10,508 71,001 150 10,650 142

933. A method which yields such results is clearly incorrect in theory, and in practice may
offer an undesirable inducement—to officials, to augment values so as to bring the estate over the
£1,000 mark, thereby increasing the Duty out of proportion to the increase in value ; and to
administrators, to keep the value just under the £4,000 mark. The last item in the foregoing
table shows that, under the existing scale— :

On an estate valued at £71,000 the Estate Duty is £10,508.
On an estate valued at £71,001 the Estate Duty is £10,650.

The addition of £1 in value at that point involves an additional Duty of £142.

934. New South Wales.—Upon an estate of a net value not exceeding £1,000, no Duty
is levied if the deceased owner was at the time of his death domiciled in New South Wales. On
an estate of a net value exceeding £1,000 left by a person domiciled in New South Wales, and
on an estate of any value left by a person not so domiciled, the rates of Duty ascend in steps
representing increases of estate value of at first £1,000, then £2,000, then £5,000, and finally
£10,000, from 2 per cent. on an estate of the taxable value of £5,000 to 20 per cent. on an estate
exceeding £150,000. The rapidity of increase in rate is greatest in the case of the smaller estates ;
less in the case of estates exceeding £20,000 ; and least in the case of estates exceeding £140,000.
Under the Income Tax Act of New South Wales, the rate of tax on any £ of income 1s fixed ; it
is pot influenced by any question as to whether it forms part of a total taxable income of £150
or £150,000 ; but under the Estate Duty Law of that State the rate of Duty chargeable on the
final balance of an estate of any value 1s made retrospective to the first £. The difference is
fundamental ; the effect of the Estate Duty provision is to greatly increase beyond the nominal
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the effective rate of Duty on the highest £ of the taxable value. This will be readily seen by
reference to the following table, the first three columns of which are taken from the Third Schedule
- of the New South Wales Stamp Duties Act 1920 :— _

1. 2. 3. 4. 5.
Final Balance of Estate.
Ra‘z}%ﬁ&:”c“m Valne of Estate. Effective Duty on the Highest £.
Exceeding. Not Bxeeeding. 1 )

£ £ £ £ s d
1,000 5,000 2:0 5,000 2 00
5,000 6,000 25 5,001 25 0 6
10,000 12,000 50 10,001 5O 1 0
25,000 30,000 80 25,001 1256 1 17
70,000 75,0600 125 70,001 350 2 6
105,000 110,000 ./~ 160 105,001 525 3 2
150,000 o 20-0 150,001 50 4 0

935. As the value of an estate increases from the first £ of any step up to the limit of the
step to which the same nominal rate of Duty applies, the effective rate of Duty on the highest £
recedes—in effect the rate of Duty is by turns sharply accelerated and slowly regressive ; it moves
by fits and starts, a movement which is neither scientific or equitable, and may offer the same
possible inducement to both tax gatherer and taxpayer as has been mentioned with regard to the
Federal Estate Duty. ' :

936. There are four points at which the rapidity of increase in rates changes ; thus,:—

On Estates
Over the Value of.

Guder the Value of.

£ £

1,000 - B,000 The rate is uniform at 2 per cent. _

5,000 10,000 The rate ascends by L per cent. at each interval of £1,000
10,000 20,000 » " " : 2,000
20,000 140,000 " SN " . .. 5,000

140,000 150,000 : " - - 10,000

and at each change it is to a pitch flatter than the preceding range ; just the reverse course to
that underlying the theory of diminishing utility of increments of wealth.

937. Victoria.—Estates, the value of which, after deducting debts, does not exceed £200,
are exempt under the Victorian Administration and Probate Acts, but on estates exceeding that
figure Duty is chargeable in respect of the whole value at rates varying by 29 steps of dissimilar
height and irregular scope from 1.5 per cent. on an estate valued between £200 and £300 to 10
per cent. on an estate exceeding £20,000. The scheme is irregular and exhibits inconsistency
and Inequity throughout its movement. '

938. Queensland.—When the net value of the estate of a deceased person exceeds £300,
there is payable a Probate or Administration Duty at the rate of 1 per cent. Superimposed upon
this is a Succession Duty which is levied on the net value of the estate after deducting the Probate
Duty. The rate of Succession Duty is not determined by the amount of the individual succession,
but—

“ for determining the rate of Succession Duty there shall be aggregated so as to form one
estate the value (after deducting debts) of all property whether situate within or without
Queensland and passing on such death.”

Successions under £200 are exempt and from that point Duty at 4 per cent. rises by irregular
steps to £55,000, at which point it reaches an average of 20 per cent  On each succeeding £ the
rate is uniformly 20 per cent o ’ .

Though named a Succession Duty, the basis of assessment is rather that of an HEstate Duty,
and as such the scale shows defects in form similar to those exhibited by the scale of the New
South Wales Act.

939. South Australia.—In this State there operates a Succession Duties Act, under which
on the net present value of the property inherited from a deceased person by a stranger in blood
to such deceased person there is charged a Duty of :(—

10 per cent. if the value of the inheritance be under £10,000 ;
15 per cent. if it be £10,000 and under £20,000 ;
20 per cent. if it reach or exceed £20,000.
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These rates are based on the net value of the property passing to the individual beneficiary, and
are not influenced by the total value of the estate of which such property is a part, but they show
the same objectionable characteristics as have already been referred to in regard to other Acts.
For example, a succession of £9,898 passing to a stranger in blood will carry a Duty of £999 18 0
but if the value of the property be £1 m excess of that figure, it is at £10,000 :
chargeable with a total Duty of . . .. . .. .. 1500 0 O

the increase of £1 in value increaging the Duty by .. . .. .. %500 2 O

940. Western Australia.— Without exempting any portion of the taxable value of the estate
of a deceased person, the rates of Duty commencing at 1 per cent. on estates not exceeding £500
rise at irregular intervals by dissimilar steps. The intervals range from £500 to £2,000, and
the increases in rate from 2 per cent. to 1 per cent. The maximum rate 1s 10 per cent., which
applies where the net value of the estate exceeds £20,600.

941. Tasmania.— Bstates of less value than £500 are exempt; all in excess of that sum
are chargeable at rates rising in unequal steps at varying intervals from 2 per cent. on estates
exceeding £500 and not exceeding £1,000 to 10 per cent. on estates exceeding £92,000.

9492, Practice in New Zealand— Undér the Death Duties Act of 1509, and subsequent
amendments, Estate Duty is levied upon the net value of all property of a deceased person which
is sibuated in New Zealand at time of death and exceeds £1,000. 1f the net value of the Hstate
does not exceed £10,000, any interest passing to the widow up to £5,000 is free of duty. From
1 per cent. on Estates between £1,000 and £2,000, the rate rises by increments of 1 per cent. at
each step up to 20 per cent., which is reached when £100,000 is passed, the steps at the lower stages
being 3 of £1,000, then 3 of £2,000, followed by 8 of £5,000, and finally 5 of £10,000 each. .

e e . . . ~ . . ’

943. Additional thereto there is payable Succession Duty by any person who acquires a .

beneficial interest in the Estate of a deceased person. In the case of a total stranger, the scale
Is :—

Succession not exceeding £500 .. . i, .. No duty
’ exceeding £500 and not excee ling £20,000 .. 10 per cent.
" exceeding £20,000 . .. . .. 20 per cent.

Relatives of the deceased are grouped into five classes, from that of a widow (who is allowed a
total exemption from Duty if the value of the Succession does not exceed £10,000), through
minute classification to *“ relatives of the deceased in any degree not more remote than the
fourth,” each grade being allowed substantial concessions on tie rates chargeable to more distant
relatives or to total strangers.

are equivalent to both Bstate Duty and Succession buby.

945. Under the former, Duty is chargeable on the whole of the net value of the estate of
the deceased, ab rates which, commencing at 1 per cent. on estates valued between £100 and
£500, rise regularly by increments of 1 per cent. in steps which vary from £560 to £200,000,
the rate being in all cases retrospective to the first taxable £ of estate value.  On higher values,
the increment in rate is more rapid, and the steps larger, till a maximwn ot 40 per cent. on estates
exceeding £2,000,6C0 in net value is reached. '

946. Additional to Kstate Duty, there is chargeable on individual successions Legacy or
Succession Duty, differentiated according to the degree of consanguinity of the successor to the

deceased, and rising from 1 per cent. on the net awount of the individual succession in the case of
husband or wife (the most privileged class) through five classes to 10 per cent. in the case of the
least privileged class. The total Duty chavgeable on a succession of £5,000, passing to a person
in the least favoured class, varies according to the total net value of the estate, as 1llustrated in

the following Table :— O

“alue of Siecessio . . . .
Neb gﬁ};&:js{ﬁ“n li*tlfﬁf‘.‘:l():it)“ Value of Succession. (\‘r‘hx l)i}‘i(,):rL‘i\"i;;;;r‘M" ‘{‘(’:;:"r“(‘(;‘l (‘t r, ‘{:gi"]l)’:l:‘ }‘g)\llcg“t& g;ﬁ c;:;“t-

£ o . ; B £ %

5,000 3 5,000 4,850 485 635 127
10,000 4 5,000 4,800 480 680 136
20,000 6 5,000 4,700 470 770 154
30,000 & 5,000 4,800 460 360 172
50,000 10 5,000 4.500 450 950 19-0
100,000 14 5,000 4,300 430 1,130 226
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947. Scales of Rates.—Lack of Guiding Principle.-The scales of rates mentioned in the
preceding paragraphs are shown graphically in Appendices 11, 12, and 13.  One looks in vain
among them for an expression of systematic treatment in accordance with accepted principles of
graduation in taxation; they are all more or less spasmodic and unmarked by any definite
guiding principle. _ o
’ 048. Ratie of Successions to Estates.—In the absence of statistics exactly in point, there is
room for diversity of opinion as to the average number of successions into which estates generally
are divided, and probably the proportion in the case of very large estates will differ from that in
the case of small estates. We have assumed, for the purposes of this Section, that the ratio generally
18 2 or 21 successions to one estate. This assumption was reached after consideration of the
statistics in the Seventh Annual Report of the Commissioner of Taxation, pp. 202-3. 1t is there
shown that 75 per cent. of the total number of estates paying Commonwealth Estate Duty in the
financial year 1919-20 were of a dutiable value not exceeding £5,000. Of the estates within that
group, a very large proportion (probably 80 per cent.) would pass as single successions, 2.e , the
whole to one personin each case. s 80 per cent. of 75 per cent. equals 60 per cent. of the whole. Then,
1f it be assumed that in the remaining 20 per cent. of estates below £5,000, and in all estates above
that value, the average numnber of successions is about 4, the average number of successions in all
estates would be from say 2 to 2§. 1If 3% successions be assumed as the average in estates in the
second group, the average for all estatés would be exactly 2 ; while, if 43 successions be taken as
the average of the second group, the average for all estates would be exactly 24. In many estates
there might be a number of small legacies to servants and others, but these would have no material
influence upon the position and may be left out of consideration. IForthe purposes of the subsequent
discussion and illustration, we have thought it desirable to consider the two ratios of the
average number of successions to each estate mentioned above.

949. Estate Duty—Value-Groups.—Regard must also be had to the Duty payable at present
by estates within various value-groups; see the following Table, the figures of which are-for the
year 1919-20 :— '

. Percentage in = Percentage ot Duty
Dutiable Value of Estates. Number. Each Grade of Duty Paid in Tach Grade. in Each Grade ta
: Total Number. Total Duty.
Under £5,000 .. .. 3,714 755 77,924 55
From £5,001 to £25,00 .. 1,137 22-8 301,975 20 )
Abbve £25,000 .. .. ) 131 2-7 1,089,683 745
” 4,982 100 £1,469,582 100

The above figures indicate that a change from an Estate to a Succession Duty would affect
the revenue with greatest force in respect of estates in the third group, 4.e., those above £25,000
in value. A tabulation of the numbers of estates coming within each group is of partial assistance
only in endeavouring to arrive at the probable efiect on revenue of the recommended change.
The influence of the preponderating Duty paid by the small number of large estates must be a
potent factor. Data for an accurate estimate could be obtained only by means of a laborious
mvestigation, and we did not feel justified in asking the Commissioner of Taxation to undertake
that investigation for the purposes of our Report.

950. In a scheme of graduation under which the rate on the highest £ of taxable value
would reach, but not exceed, 15 per cent., the corresponding culmination of ascent in rates of
Succession Duty would be reached at £18,000, on the assumption that the average estate is divided
into 2 successions, and at £14,400 (which, for convenience, may be replaced by £15,000), if
the average estate be regarded as divided into 2} successions. o

951. In the cases of Estate and Succession Duties as of Income Tax, an important subject
for study is the Duty carried by each individual £ of taxable value ; for, whatever be the total
value of the estate, each £ in one estate should carry exactly the same Duty as the corresponding
£ in every other estate.

952. Regression in the Cemmonwealth Scale.—In the scale of the present Commonwealth
Estate Duty, while the prescribed (that is the average) rate on an estate of the taxable value of
£72,000 is 15 per cent., the Duty on the highest £ is nearly 30 per cent. (exactly 29-4 per cent.)
and at that point the rate suddenly drops to 15 per cent., which 1s the rate on each £ above £72,000.
The position is identical with that commented upon in our second Report (paragraph 328), where,
after quoting similar regressive rates in the Income Tax Scales of Queensland, Western Australia,
and New Zealand, we said that those scales show—

“ drops which are in each case a reversal of the principle applied throughout
the whole range of the graduated scale—for progression in the rates of tax there is
substituted (probably unintentionally) regression which is usually regarded as an unjust
mode of taxation.”
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953. In the Mchedule of #l ronweall  Tax Act, passed pricr to the. Estate
Duty Act, and in the Jocome Tax Act, prssed supseguent *3 Tepr%amn Las been avoided in
continuing the line of Tax beyond the tec he Distate Dut ty Act, as at present,
the nominal rate and the average rate n ; amd it might be inferred from the
form of the Rates Schedule that the ) vas concentrated upon the question
e 1 { the a3 ag rate should cease.

of the point at which the progress

,j.‘

s

F'* l")

854, 1o avo*d regression, and also to avoid the imposition of 4 rate in excess of 15 per cent.
upon any part of the twj.i’uie value of an esbabe, two courses would be open i—

¥ present ;‘ﬁﬁvea]m Seale, a value of £72,000 as the termmal
point of the progression, bub to reduce the present rate of progression by one-half.
.111(3 resuly would be that the rate on the highest £ of an estate of £72,000
would be 15 tf\gf cent.  Applying that p\,u*ent ze as a ilat rate, to such part
of the value of an estate as exceeds £72,600, then, however great the estate,
the rate on the highest £ \‘ou‘(‘ re ch bub never exceed 15 per cent., and the

average tate, while/ continually approa aching, would never quite reach 15 per

(1) Toretain, as mt

At a valueof  £144,069, the average rate would be 11-40 per cent.

23 3y 5321699{;@) . bR b3 13} 12 60 23
seann s 4.~

33 3 "‘3’3{’\ 3{\6 59 3 s 1306 31

>3 5 £A)UUG \'ii‘? ) B 13 14-48 33

(2) To terminate the e present progressive scale of the Estate Duty Act at £36,000
(where the rate on the hwhes* £is 15 ppr cent.), and impose a flat rate of 15
ver cent. upon every £ of value in excess of £36,000. 1f this course were adopted
then, ho WEVEL grea vb the estate, the rate on tlw highest £ would reach but, never
exceed 15 per cent., and the average rate, while continually approaching, would

never quite reach, 15 per cent.

At a value of  £72,000, the average rate would be 11°40 per cent.

2y 2 £14&)6937 3 22 e 3 1320 2
» v 3 :‘52167%60 ’ D) I} v 13-80 ’»
21 nb 2%369)8@99 %) I3 n 14-28 Y
2 ) £1 9@8 ﬁ{} I 3 3 1474 ‘ I

955. To avoid I‘B%""":‘S sion and also to nvmf] altering the present mogresswe scale of the
Estate Duty Act, it would be necessary to alter the flat rate imposed upon such part of the value
of an estate as exceeds 272,800 to 30 per cent., which ab “"’2 0G0 is the rate on the highest £.
Then, applying that percentage, however great the estate, the rate on the highest £ would reach,
but never exceed, 30 per cent., and the average rate, while continually agproachmg, would never
quite reach 30 per cent. Tor example, assuming 30 per cent. had been so adopted, then :—

Ata value of  £144,000, the average rate would be 22% pex cent.
32 2 £2i67ﬁ6@) 2] i3] ' 2y ‘ AO BRI
3 2 £3§G}ﬁﬁ{), 3 a 3 - 27 ”
e 1 £, 008, 068 2 ” 1 29 I8

If with a maxinmum rate of 15 per cent. on'the highest £ it were decided to terminate the
progression at some point other than £38, 809, the nscessary adjustment could be made by fiattening
or steepening the I*np of ascending rates. 1f it were desized to carry the p10g165310n to a point
at which the rate on the highest "¢ would be hizher than 15 per cent., ancther point for the
termination of the Seale Would, of course, have o be selected.

956. Determination of Maximum Rale a Guestion of Pelicy.—We 1eham from expressing
an opinion as to whether, in Hstate or Succession Duty, a gjmduated Scale carried to the point
at which the average rate is 15 per cent. (which involves o rate of 30 per cent. on the highest £,
as in the present C ommonwenlth Schedule) is too high or too low. Thatisa ques‘ulon to be decided
from time to time, according to the needs of the revenue and the extent to which it is considered
necessary or prudent to exa et tribute from sicoes ssions to private wealth passing at death, whether
that tl'ﬂ;&tb be levied by one Authority only or by two Authorities as ab present.

957. Form of Bate Secale—lin .m‘j g d to equitable incidence and productiveness of
the Duty convenience 1 use and rem‘ / bility to varying requirements, o regularly graduated
scale easily understood, delicately ac tam(‘. and admﬂbmp of easy caleulation of buty, should
be chosen. Such a scals would be represented by a bummhb line which, starting at the point
representing zero value, would ascend mmla. riy and ufunte!“untﬂcuv with each increase of £1 in
taxable value of a Suceession up to LLV aet value chosen as the limit of progression, and beyond that
limit would be continued by a flat rate on so much of the value of the Succession as exceeds the

chosen limit.

17
L
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958. Graphical Hlustration.—For the purposes of illustration we show (on the graphs,
Appendices Nos. 11, 12, and 13) the lines of average rates under such a scale. These lines may
conveniently be referred to as “ standard ** scales. : ‘

9584. Rules for Computation of Duty.—The simple arithmetical rules for computation
of Duty may be expressed thus :—

(A) If the ascent be to 15 per cent. on the highest £ at £15,000—

The standard rate of Duty per cent. on the highest £ of taxable value of any
Succession is found by inserting a decimal point before the third last integer.
The result is the standard rate per cent. expressed in pounds and decimals of
one pound—thus :— _

On' the highest £ of a succession of £13,746, the *‘ standard rate of
Duty per cent. is 13-7486.

The standard average rate of Duty per cent. on every £ of the tazable value of
any Succession s found by inserting a decimal point before the second last
integer. The result is the ** standard ” average rate per cent. expressed in
shillings and decimals of a shilling—thus :—

The “ standard " “average rate per cent. on a succession of £13,746 is
137-46 shillings, or a small fraction over 6'873 per cent.

Note.—"The *“ standard ” average rate of duty is one-half of the
rate on the highest £ at every point within the scale of graduation.

(B) If the ascent be to 15 per cent on the highest £ at £18,000—

The standard average rate of Duty per cent. on every £ of the taxable value of
any Succession 1s found by inserting a decimal point before the last integer.
The result is the standard average rate per cent. expressed in pence and
decimals of a penny—thus :— "

The “ standard ” averags rate per cent. on a succession of £13,748 ig
) <] : o . ’
13746 pence, or a small fraction over 5727 per cent.

Note.—The “standard” rate of Duty per cent. on the
highest £ is found by doubling the average rate—in this case
11:454 per cent,.

959. Illustrative Tables.—In Appendices Nos. 15 and 16 are Tables showing the opera-
tion of these scales in a wide range of examples, compared with the scale under the present
Commonwealth Estate Duty Act. ,

eVl

960. The Duty chargeable on Successions of varying taxable values is shown in Appendix

No. 15, where a limit of 15 per cent. on the highest £ with an average rate of 7°5 per cent. is reached
-at £15,000 ; andin Appendix No. 16, where a limit of 15 per cent. on the highest £ with an average
rate of 7°5 per cent. is reached at £18,000. To these are added supplementary Tables showing
the results where a limit of 30 per cent. on the highest £ with an average rate of 15 per cent. is
reached at £30,000 and at £36,000 respectively. '

961. In these Appendices there are shown in—

Column A—The aggregate taxable value of estates of deceased persens ; .
»»  B—The rates per cent. of Estate Duty under the present Commonwealth Act ;
»  C—The Duty now payable on each sstate ;
»  D—The equivalent value of each succession on the assumption of an average
of 2§ (Appendix No. 15) or 2 (Appendix No. 16) successions to each

estate ;
»»  B—The average rate of Succession Duty applicable on the scale above
described ; ‘

»  F—The rate per cent. on the highest £ ;
" G—The Duty which would be payable on each Succession ; :
’ H—The total Duty payable in respect of the assumed number of Successions
, to an estate ; ’ .
»»  I—The percentage which H bears to C ;
»» J—The amount by which the duty at present payable under C would exceed
that payable under H.



962, Modes of Adjusting Scale to Varying Requiremenis.—As was pointed out in paragraphs
340/51 (Second Report), there are several ways in which a scale (if it be adopted as a standard)
may be adjusted from time to time to varying requirements :—— ;

(A) Duty may be levied at a percentage over or at a percentage under the standard
scale ; or ,

(B) A fixed sum (such as the basic rate of 5d. in the Commonwealth Income Tax)
may be added to the rate per cent. on the value of all Successions, thus raising
the rate of Duty uniformly, irrespective of the Standard rate of Duty applicable
to the Succession* ; or ~

(C) A fixed sum may be deducted from the rate per cent., thus lowering the rate of
Duty uniformly, the converse process of B; or

(D) The range of graduation may be extended to higher rates on Successions of greater
value ; or _ .

(E) The range of graduation may be restricted to lower rates on Successions of less
value, the converseprocess of D ; or »

(F) At the point where graduation stops, the rates may be continued on a more or less
sharply progressive, flat; or regressive line.

It should be added that the scales outlined in this Report as “ standards ” are much steeper
than the scale of the present Commonwealth Estate Duty.

SECTION XXXIX.
PROPERTY PASSING UNDER SETTLEMENTS.

963. Under the Commonwealth Aet, where pro%)erty the subject of a settlement passes to axy
person as the result of trusts or dispositions in the settlement taking effect only after the death of the -
settlor or any other person, it is dutiable if the settlement was made within one year before the
settlor’s death. In one important respect, however, the Commonwealth Act differs from the Acts
of all the States, in that the State Acts bring within the dutiable area all property passing under
the operation of trusts or dispositions in a settlement which take effect after the death of
the settlor independently of the date of the seftlement. In any scheme of Death Dities,
it seems necessary, if the scheme is to be comprehensive and consistent, that, wheie there
is a disposition of property taking effect after the death of a settlor or other person,
such property should be deemed taxable, whether it passes through the operation of a will or
codicil, or through the operation of a Deed having the effect of a testamentary disposition. On
this general view, it seers therefore that no distinction should be made between a will and a
settlement, where both operate in the same way, that is, where the settlerdent is in effect a
testamentary disposition. S

964. We recornmend that the Commionwealth Act be amended to conform with the general
principle of Death Duties and with the Acts of all the States by rendering dutiable all property
which passes under a trust or disposition in a settlemient taking effect after the death of the setélor
or of any other person named in the settlement, whether the settlement be made within one yéar
of the settlor’s death or at any earlier period. : :

SECTION XIL.
JOINT INTERESTS.

. 965. Where an mterest in real estate is held jointly by two or more persons, the law attaches
‘to that form of tenure the important right of survivership, so that, where there are two joint
tenants and one dies, the survivor becomes owner of the whole estate. The same effect follows
where there is a joint ownership of personal property. Under the Commonwealth Act, the benefit
whieh accrues to the survivor or survivors of two or more joint tenants has not been treated as a
taxable interest, though it is so under some of the State Acts, as also under the British Succession
Duty Act 1853.  The relevant section of that Act reads as follows :— _ 7
' ... “ Where any persons shall, at or after the time appointed for the commencement
~of this Act, have any property vested in them, jointly, by any title not conferring on them
a-succession, any beneficial interest in such property accruing to any of them by survivor-

ship shall be deemed to be a succession ; and every person to whom any such: interest

shall accrue shall be deemed to be the successor ; and the person upon whose death such

-accruer shall take place shall be deemed to be the predecessor ; and where any persons

after the time appointed for the commencement of this Act shall take any succession

jointly, they shall pay the Duty, if any, chargsable thereon by this Act in proportion

* To this suggested method Mr, Commissioner Duily expresses dissent (gee Seeond Report, page 138).

FIRI12. -
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to their respective interests in the succession ; and any beneficial interest in such succes-
sion, accruing to any of them by survivorship, shall be deemed to be a new succession,
derived from the predecessor from whom the joint title shall have been derived.”
Upon the principle which governs our recommendation {paragraph 964) with regard to settlements,
whenever made, containing trusts or dispositions taking effect upon the death of the settlor, we
are of opinion that the beneficial interest which accrues by survivership to a surviving joint tenant
should be treated as a taxable interest. We recommend that the Act be amended to effect that
urpose. ~ : ' : ‘ ‘
PUP ‘This would be applicable whether the scheme of the Act is that of an Hstate Duty, as at
present in the Commonwealth Act, or of a Succession Duty, which is the form we recommend
Death Duties should assume. : .
966. The principle of this recommendation is partly covered by the proposed amendment to
Section 8 (4) (a) of the Act, which, however, is not sufficiently comprehensive to cover the whole

ground. o ‘
SECTION XLI.

CORPORATION DUTY.

967. The question of applyirg the principle of Death Duties to corporations which
under their charter or constitution have perpetual succession, was discussed in Great Britain
for many years before legislative action was taken to impose taxation upon the property
~ of such corporations. It was first proposed that the tax should be payable on the capital
of corporately-owned property at stated periods, say every 25 or 30 years, representing the
average interval between successions to property. The difficulties in the way of such a scheme
led to the substitution of an annual Duty which by the British Act of 1885 was fixed at b per cent.
upon the net annual income. It is said that the revenue derived from this tax has been
disappointing, the highest point having been reached in the year 1915-16, with a figure of £62,000.
The rate of b per cent. as originally fixed has never been increased, and apparently is much too
low in comparison with the Death Duties imposed upon privately-owned estates. The Estate
Duty, for example, now rises by a graduated scale to 40 per cent. of the taxable capital value.
Australian Legislatures have not, so far, enacted any Statute imposing a charge upon
~ corporations, having the same specific intention as the British Corporation Duty; that is, as a
substitute for some form of Probate or Estate Duty. R ~
_ 968. There is, no doubt, a continually increasing volume of property, both real and personal,
passing into the possession of corporations, or (to use a more familiar term) public companies, and
that fact appears to have satisfied British legislators that there is a theoretical and practical
justification for the imposition of a tax of the nature of an Estate Duty upoa such companies.

 969. As a means of preventing too great accumulations of land under conditions inimical to
free alienation (and this perhaps is one of the principal reasons which induced the British Legislature
to impose the tax) a Duty payable once in a generation, as was first ntended, seems a much less
powerful instrument than a progressive Land Tax. When, to avoid serious practical difficulties,
it is found necessary (as was the case in Creat Britain) to impose the tax in the form of an annual
levy upon income, its potency as an instrument for effecting a dispersion of interests in land 13
obviously diminished almost to vanishing point. ' i
But, apart from this aspect, does the theory of such a tax, which rests upon the assumption
that property held by a public company escapes taxation of the nature of Estate or Succession
Duty, bear analysis ¢ TIs not thought upon the subject, in England at least, influenced, perhaps
unconsciously, by facts of history which are not facts of to-day ? ‘ :
970. During the prolonged historic struggle to free a large proportion of the total area of
arable land in England from the control of *“the dead hand,” it was the fact that unless the
corporations (largely ecclesiastical) which held the land could be directly taxed by way of
an Estate or Succession Duty, their property would escape such taxation altogether. But the
passage of the years has brought an entirely different situation. The property of corporations
or companies 1s represented to-day by shares or stock widely distributed among the public,
‘and, as forming part of the estate of the owners at death, that property comes periodically
within the range of Death Duties. - _
971. Tt may be said that a corporation as such is not affected by the taxation of the
individual owners of its shares or stock. That is true, but, in our opinion, a corporation tax in
the nlature of or in substitution for a Death Duty can be justified only on one of two grounds,
namely :— ‘ ;
(1) That such taxation is necessary to prevent the holding of land out of use or the
using of it otherwise than in a manner profitable to the community, or

(2) That unless the corporation is itself directly taxed by way of Death Duties the
lan;ilﬂ or other property it holds will not come within the range of Death Duties
at all, ’ :
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‘As to No. 1, we have already submitted that a Land Tax is a more effective method of inducing
the subdivision of large landed estates. As to No. 2, as indicated above, in effect practically all
property held by corporations, except that held for religious, charitable, or other public purposes,
and for that reason exempted from Death Duties, 18 now taxed through the Death Duties imposed
upon the estates of individual owners of interests in corporations, and its taxation in the hands of
the corporations also would be a double taxation. oy

972. For the reasons above stated, we are of opinion that neither in theory nor on pr@cﬁéval

grounds is it desirable to attempt the imposition of a Corporation Tax in the nature of a Death
Duty.

973. Under modern Company Law or by virtue of special Acts of Parliament, corporations or
companies enjoy special privileges, and if it were thought necessary to impose some special tax
upon them, additional to the taxes to which they are now subject, it would seem more appropriate
to impose something in the nature of an annual License Iee. At present the power of the
Commonwealth to deal with the matter in that way is incomplete.

SECTION XLII.

BOARD OF APPEAL.

974. In our First Report (page 29) we recommended the constitution and appointment,of a
Board of Appeal for the purpose of hearing taxpayers’ appeals from assessments under the Income
Tax Act. By an Amending Act of December 1921, such an Appeal Board was constituted.
The members of that Board have since been appointed, and the Board is now in operation.

975. In our Fourth Report (page 198), dealing with Land Tax, we recommended that the
existing Taxation Appeal Board, appointed under the Income Tax Assessment Act, be given
the necessary pawers to deal with appeals arising under the Land Tax Assessment Act.

976. Under the Estate Duty Assessment Act, the present provisions with regard to objections
and appeals contained in Section 24 allow an administrator to lodge with the Commissioner an
objection in writing against an assessment, stating fully the reasons for the objection. If the
Commissioner disallows the objection wholly or in part, the administrator may appeal to the
High Court or to the Supreme Court of a State.

977. In our opinion, the functions of the Board of Appeal should be extended to admit of its
hearing appeals arising under the Estate Duty Assessment Act. That action would, we think,
be justified for the same reasons as have been stated in support of our recommendations with
regard to the Board of Appeal under the Income Tax Assessment Act and the Land Tax
Assessment Act. The Estate Duty Assessment Act, like the Land Tax Assessment Act,
is highly technical, and many questions must arise between taxpayers and the Department
which taxpayers would be glad to have the opportunity of referring to an independent
tribunal, such as the Board of Appeal, having & simple and inexpensive procedure. ~We think
that, generally, the rights of taxpayers and the powers and duties of the Board of Appeal
for the purposes of the Estate Duty Assessment Act should be similar to those which we have
recommended in relation to the Income Tax and Land Tax Assessment Acts.

978. We therefore recommend——

(1) That the existing Taxation Appeal Board, appointed under the Income Tax
Assessment Act, and any subsequent or additional Board of Appeal similarly
appointed, be empowered to hear and adjudicate in matters of appeal under
the HEstate Duty Assessment Act.

(2) That it shall be competent for the Board of Appeal to adjudicate upon matters

- which involve questions either of law or of fact; that in respect of questions
of fact the Board’s decision shall be final, but that in respect of questions of
law an appeal shall lie from the Board to the High Court or to the Supreme
Court of a State. _ '

(3) That in those instances in which (prior to the constitution of the Board of
Appeal)— )

(1) Notice of appeal to a Court has been given in accordance with Section
24 of the Act, but the case has not come on for hearing ;
(2) Objection against assessment has been lodged, but no decision has
been given by the Commissioner ;
the Act shall provide that taxpayers shall have the option of transferring
their appeal or objection, as the case may be, to the Appeal Board.

It is intended that the above recommendations shall apply whether the taxation to be
levied takes the form of an Estate Duty, or, as we recommend (paragraph 897) the form of a
Succession Duty. - :
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SECTION XLIIL
OFFICE ORDERS.

79. In connexion with the Income Tax, we recommended in our Third Report, pages 170-1
that the. Office Orders relating to that Act should be published for the benefit of the public at
the earliest possible moment. A similar recommendation was made in our Fourth Report, page
200, in respect of the Orders issued under the Land Tax Assessment Act.

980. All the evidence taken by the Commission upon the several Direct-Taxation Acts
administered by the Commonwealth, and our own examination of such of the Orders as were
made available to us, have satisfied us that it would be greatly to the public advantage to have
access to all Office Orders issued in relation to those Acts as soon as they are issued.

YET

981. We recommend, in respect of the Orders issued and to be issued under the Hstate
Duty Assessment Act :— ’

(1) That the existing bedy of Office Orders affecting the general practice of the
Department be published at the earliest possible moment, and be offered for
sale to the public at g*moderate cost.

(2) That all such Office Orders subsequently issued be made accessible to taxpayers
as soon as issued.

(3) That, with a view to securing wide publicity, the daily Press in each capital city
be furnished with copies of all such Office Orders as soon as issued.

(4) That all such Office Orders be purchasable at each Commonwealth Taxation Office

. ab a moderate cost.

(5) That facilities be provided free of charge at each Commonwealth Taxation Office
for the perusal by taxpayers of all such Office Orders as are operative.

(6) That all such Office Orders be made to apply to all assessments affected thereby
relating to the current financial year.

SECTION XLIV.
ANOMALIES ARISING UNDER COMMONWEALTH AND STATES’ SCALES OF RATES.

982. In the Commonwealth and the State Acts anomalies arise from the fact that, while in
every case (except that of Western Australia) estates below a certain value are not taxed, the taxis
levied on the whole estate if exceeding that amount. Similar anomalies appear where marked
changes in rates occur or where preferential deductions are reduced or disappear, the effect being
to increase the rates at various stages of value in a sudden and irregular manner.

983. Under the Commonwealth Act, estates not exceeding £1,000 in value are exempt from
taxation, but, as the State tax is allowed as a deduction from the amount taxable by the
Commonwealth and as the States’ rates vary, the Commonwealth tax begins to operate at different
points of value according to the State in which Probate is granted, as the following examples
show :-—

At lowest rates (nearest relatives), the point at which the Commonwealth tax begins
to operate is—

Where Probate is granted in New South Wales .. £1,011
Where Probate is granted in Vietoria, South Australia, and

Western Australia . .. .. .. = £1,016
Where Probate is granted in Queensland and Tasmania CL £1,026

At highest rates (distant relatives and strangers in bloed), the point at which the
Commonwealth tax begins to operate is—

Where Probate is granted in New South Wales o .. £1,021
Where Probate is granted in Western Australia . . £1,031
Where Probate 1s granted in Victoria T . £1,042
Where Probate is granted in Queensland . .. . £1,076
Where Probate is granted in South Australia and Tasmania . £1,112
An added £1 in vaelue ab these points entails a tax under the Commonwealth Act—
At lowest rates, of .. .. £6 13 4
At highest rates, of . .. £10 0 0
and when combined with the State taxes the added £1 in value causes increases in taxation-—
At lowest rates, ranging from .. £613 Tte £6 14 0. '

At highest rates, ranging from .. £10 0 6to£10 2 2.
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984. With the exception of the highest rate in Tasmania, which is 10 per cent. throughout,
all the State rates are graduated in “ steps "-—though varying in scale in different States. This
form of scale produces an anomalous increase of Duty wherever the “ step ” occurs. The most
pronounced of these are shown below :—

Tistate ' Additional Duty to

State. TRates, Value., Tax. £1{e i{»&gdfc%ﬂflgcé Canse of Anomalous Increase of Duby.
£ £ s d £ s d.
Lowest .. 1,000 Nil
1,001 10 0 2 10 0 2 | Exemption £1,000
5,000 50 0 0
5,001 125 0 6 75 0 6 | Preferential rates cease, and at the same
New Sonth Wales < y point an increase occurs in the scale of
e rates, the higher rate then being applied
to the whole amount
Highest 1,000 Nil .. Exemption £1,000
L 1,001 20 0 5 20 0 B
. .
(| Lowest .. 500 Nil
501 5 0 2 5 0 2 | Exemption £500
2,000 3000 0
< . 2,001 66 12 8 36 12 8 | Secondary preferential deductions
Vietoria .. cease and there is also an increase in
the prescribed preferential rate
Highest 200 Nil
L 201 30 4 .. Exemption £200
(| Lowest .. 300 Nil
301 3 0 2 3 0 2 | Exemption from Probate Duty
500 5 0 0 '
501 10 0 5 5 0 5 | Succession duty commences
2,500 62 10 0 Secondary preferential deductions are
’ ’ reduced
Queensland < 2,501 8011 9 18 1 9 | Preferential rates reduced by one-sixth
. 5000 | 172 4 5
-1 5,001 250 0 O 77 15 7 | Secondary preferential rates cease
Highost 199 Nil
200 8 00 8 0 0| Exemption £199
300 12 0 0 1
L 301 15 1 0 3 1 0| Probate Duty operates
(| Lowest .. 499 Nil .
500 315 0 315 0 | Exemption £499
1,999 29 19 8
2,000 80 0 0 50 0 4 ! Secondary  preferential deductions
cease, and there ig also an Increage in
South Australia < : the prescribed preferential rate
Highest 9,999 999 18 -0 ..
10,000 | 1,500 0 O 500 2 0 Heavy increases in rates (5 per cent. in
19,999 | 2999 17 0O .. each case)
L 20,000 | 4,000 0 O} 1,000 3 0
Western Australia .. - .. .. .. No pronounced increases
Tasmania .. .. | Lowest .. 500 Nil

501 10 0 5 10 0 5 | Exemption £500

Norm.--Where the word exemphion appears and the value does not execed the amount mentioned i is o be understood no Duty is charged, but when
the value exceeds that amount Duty is charged on the total value.

By the term * secondary preferential deduction ™ is meanf an allowance ander which certain bencficiaries, having a close relationship to the testator,
are not only charged Duty upon a lower scale of rates than that prescribed for other beneficiaties, but also, in addition, where the total amount of the estate
does not exceed a specified amount, are charged a proportion only (say one hall) of the rates of the lower seale.

- (])i‘uuelarl (%nform:\tion as to Commonwealth and State duties, and as to the combined efiect of those Duties in various States, will be fonnd in Appondices
Nos. 10 and 10a.

985. The figures in Appendix No. 10 show that upon estates not exceeding £1,500 in
value the Western Australian rates are the lowest, and the Tasmanian rates are the highest. (In
this comment the rates referred to are the highest rates in the respective scales, that is, those charged
in respect of beneficiaries who are either distant relatives or strangers in blood.) Upon values
of £7,500 and upwards, the Western Australian rates are the same as those of Victoria ; and upon
values of £30,000 and upwards are the same as those of Victoria and Tasmania. The maximum
effective percentage of the combined State and Commonwealth taxes is reached with regard to
estates in Victoria, Western Australia, and Tasmania at the value of £80,000, the combined rate
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at that point being 2350 per cent. The highest effective percentage of the combined taxes occurs
in the case of estates in Queensland, where a percentage of 32'85 is reached at a value of £100,000.
At the highest point of value shown in the Appendix, £200,000, it will be seen that the percentage of
combined Commonwealth and State taxes is in the case of estates in Queensland 32-85; estates
in New South Wales and South Australia 32:00, and estates in Victoria, Western Australia, and
Tasmania 23-50. :

986. In reading Appendix No. 10, it should be remembered that variations in the
Commonwealth Duty in the different States arise from the fact that the State Duty is deducted
from the taxable value upon which the Commonwealth Duty is levied.

987. TFurther, with regard to South Australia, it should be noted that the figuresin Appendix
No. 10 are comparable with those of other States only on the assumption that each estate passes
to one Successor only, the Duty in South Australia being not an Estate Duty, but a Succession
Duty (see paragraph 834 of the Report).

988. Appendix No. 10A has been compiled to show the percentage of combined
Commonwealth and State (South Australia) taxes to the total value of the estate in cases where
the total estate passes either as a whole to one Successor or respectively to 2, 4, or 6 successors,
The figures in the Columns relating to Duty payable where the estate passes to one Successor
only are the same as those shown in Appendix No. 10,

SECTION XLV.
MISCELLANEOQOUS.

989. Date at which Valuation for Probate purposes is required to be made.—Under the
Commonwealth Statute and the Statutes of all the States except New South Wales, the value
of an estate for purposes of payment of Duty is taken as at the date of death of the testator.
In New South Wales the valuation is required to be made as at the date of grant of Probate.

990. There is sometimes a considerable interval of time between the death of a testator
and the grant of Probate, and as, for the purposes of the Commonwealth Duty, the executors
are required to have valuations made as at the date of death of the testator, the requirement of
the New South Wales Law operates to cause considerable additional expense and inconvenience,
as a second valuation is oftennecessary. Complaint was made by witnesses, particularly witnesses
representing Trustee Companies, of the hardship so caused. Those witnesses were unable to
suggest any reason for the lack of concordance of the New South Wales Law on this point with
all other Estate Duty Laws in Australia.

991. We are unaware of any objection to the adoption of the course followed by the other
States and by the Commonwealth, and bring the matter under notice in the hope that it may receive
consideration by the proper Authorities.

992. Valuations made for One Authority—Acceptance by Another Authority.—It was
strongly urged by witnesses that a valuation for Probate which has beenaccepted by one Authority
(either Commonwealth or State) should also be accepted by the other. TInstances were given
where valuations made on behalf of the State and on behalf of the Commonwealth differed
considerably. As the State Probate Duty is invariably paid first, and the Commonwealth, in
some States at least, accepts State valuations of personal property, it would seem that State
valuations of real property should also be aceepted, thus avoiding the anomaly complained of
(See paragraph 1027.)

993. Grant of Probate—Practice in States no! uniform.—It was represented to us that,
in one detail affecting convenience and expense, the practice in regard to the Grant of Probate
is not uniform in the various States. TFor example, in.one State the Affidavits in regard to
Probate are lodged with the Registrar, who deals with the matter at the minimum of cost and in
due course issues the Probate, while in an adjoining State it is necessary to employ Counsel to
appear before the Probate Judge and move for the grant of Probate. ]

994. In our opinion, the simplest and least expensive method which is found practicable
should, in the interests of the community, be generally adopted.
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995. Re-Bealing of Probales—Cowplaint was made by a number of witnesses of the large
expense caused in obtaining a re-seal of Probate in States other than the State in which Probate
is granted. Instances were given by way of illustration——for example, in one case where Probate
was obtained in Victoria, the testator had possessed 100 shares in a Public Company in South
Australia, the gross value of the asset being £87 10s. 8d. The cost of re-sealing the Probate to
enable the Executor to transfer the asset was £20. In another case, in respect of shares
worth £150 in a Company registered outside the State in which Probate was obtained, the cost
to the Executor was over £40.

1t is, in our opinion, very desirable that such expenses should be reduced to a minimum.

996. In our Second Report, paragraph 249, we recommended, as part of a permanent
scheme for the allocation of direct subjects of taxation hetween the Commonwealth and the States,
that the power to impose Probate or Succession Duties should be exclusively vested in the States.
Assuming that such an aliocotion be made, i would, in cur opinicn, be of the greatest value to the
Australian community if the States agreed upon a uniform Act, and alse if each State accepted the
values shown on the Probate granted By any other Stats, subject only to a simple and inexpensive
form of registration.

997. Taxation Dependent vipon the Location of Documents of Title.—In the case of docu-
ments of title such as Mortgages, Scrip, &c.; the amount of Estate Duty payable under existing
State Laws may depend upon the physical location of the documents at the date of the testator’s
death. [For example, if the Mortgage Deed of property situated in New South Wales is in Vietoria
at the time of the testator’s death, Duty is payable in both States. This also applies in the case
of Scrip and similar documents. This dual taxation has been the subject of serious complaint
by witnesses during our inquiry, and has been the subject also of adverse comment by economists,
in relation to a similar practice in the United States. '

In our opinion, action should be taken to prevent double taxation of this kind.

998. In the case of a Mortgage Deed, the location of the land within a particular jurisdiction |
should, we think, as between one State and another, be decisive upon the question of the Authority
to whom, and to whom only, Estate Duty should be paid.

9984. Another instance of Double Taxation under States’ Legislation.—Section 103 of the
New South Wales Stamp Duties Act (No. 47 of 1920) provides that—

(1) The estate of a deceased person, whether domiciled at the time of his death in or
out of New South Wales, shall also be deemed to include—

(@) . . « . ‘

(b) every share and all stock held by such person at the time of his death in
any company, corporation or society, whether registered or incorporated
within or out of New South Wales, and carrying on the business of
mining for gold or other minerals as defined in the Mining Act 1906
in New South Wales, or of treating any such minerals, or the business
of pastoral or agricultural production or timber-getting in New South
Wales ;

(c) every share held by such person in any corporation, company or society

~ having a share register in New South Wales for any purpose whatever.

998s. Section 4 of the New South Wales Companies (Death Duties) Act 1901 makes it

obligatory, under penalty, for every company incorporated outside New South Wales which carries
on the business—

(@) of mining for any minerals in New South Wales ; or

(b) of pastoral or agricultural production or timber-getting in New South Wales,
to make application to the Registrar for registration of an office of the company in New SouthWales.
In the event of the death of a member of any such company, the company is required by Section 7
of the same Act (which provides a penalty for non-compliance), within six months from the day
when the probate or letters of administration are notified to or lodged with the company, to furnish
to the Registrar a return giving the name and address of such member, and other particulars,

including the number, description, and value of.the shares held by such member at the time of
his death.

998c. Iistate Duty on such shares is made payable by the company, which may deduct
the amount so paid from any moneys payable by the company to the personal representatives
of the deceased member in respect of the shares or stock, or may recover the amount by suit or
action from such representatives. In such cases, and in cases arising out of Section 103 (1) (¢)
above cited, if the ownership of the shares was in (say) Victoria, the interest would be liable to
taxation in that State also. A
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998p. The Queensland Succession and Probate Duties Act 1892 Amendment Act of 1895
has similar provisions to those of the New South Wales Act, in cages where shave ox other interests
of a company incorporated in Queensland appear in a branch register (outside Queensland) of
the company. Those provisions are applicable ““ although the testator or intestate may not have
had his domicile in Queensland . . . .7

‘ 998m. Legislative provisions such as those above cited entail a form of double taxation
which appears to us to be devoid of justification. It is necessarily very unequal in its incidence ;
it is regarded by taxpayers as unjust, and appears as an arbitrary exercise of State power which
is rendered possible by the existence of special and statutory forms of property.

We recommend that action be faken te prevent double taxation of this kind.

SECTION XLVI.
COMMENTS ON VARIOUS SECTIONS OF THE COMMONWEALTH ACT.
999. Section 3 (Definition Section)—

“ Administrater > means any executor to whom probate of a will is granted, or any persen to whom letters ot
administration, with or without a will annexed, is granted, and also any person who, by virtue of any
administration, becomes entitled to administer, take charge of, or become receiver of, any property of
a deceased person : :

A departmental suggestion was submitted to us that the definition be amended by the
addition of the words :—

“and includes any person who takes possession of or intermeddles with the property of 4 deceased
person aud any person required by the Commissioner to furnish a return in respect of property received by him
from a deceased person within one year hefore the death of that person.”

In his Seventh Aunnual Report the Commissioner of Taxation explains the necessity for the
proposed amendment thus :— :

¢ In the administration of the Aet it hag been found that the definition of ¢ administrator’ is not wide
enough to cover all the persons who may have charge or possession of the estate of a deceaged person, It does
not extend to persons who have received gifts of property from the testator within twelve months prior to
his death, although such property forms part of the dutiable estate of the deceased. It would not cover the
case of a person who took upon himself to administer any part of the deceased’s estate without authority to
do so.

The Act at present only requives an administrator, as therein defined, to lodge returns under the Act.
As gtated above, certain persons who may have taken control of portions of the estate of the deceased are not

regarded ag administrators, and are, thersfore, not bound by the obligations laid on administrators by the
Act.

Any person who has taken control of any part of the deccased’s estate is de facto an administrator,
and he should be bound by the same obligations as an administrator.

It is considered that the definition of ‘ administrator ’ should be extended to cover these persons,
go that an assessment for duty in respect of the estate handled by them can be made against them.”

Without comment upon the verbal form of the proposed amendment, which no doubt will
be revised, we consider the suggestion a reasonable one and recommend ils aceeptance, except
as to the specified period before decease, which will (if our recommendation in respect of Section 8
(4) (a) be adopted) become two years instead of one.

1000. «Debts> includes probate and succession !duties payable under any State Act, bub does not include
voluntary debts:

This definition should be read in conjunction with Sections 17 and 18, which, as amended
in October, 1922, by the addition of the words underlined, now read respectively :—
17. For the purpose of assessing the value for duty of the estate of any person dying after the com-
mencement of this Act, all debts due and owing by the deceased at the time of his death and Federal and
State Land and Tncome Taxes which become due™and*payable after his death and within one year after the
payment of duty on any assessment under this Act, shall be deducted from the gross value of the assessable
estate if the deceased was at the time of his death domiciled in Australia.

18. If the deceased was at the time of his death nobt domiciled in Australia the debts which may
be deducted from the gross value of the assessable estate shall be debts due and owing to persons resident in
Australia, or contzacted to be paid in Australia, or charged on’property situate in Australia, and Federal and

State Land and Income Taxes due and pavable at the time of his death or which become due and pavable

after his death and within one year after the payment of duty on any assessment under this Act.
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The Commonwealth Commissioner of Taxation informed us that ib is proposed to amend
the present definition of “* Debts ” 50 as to limit the deductions allowed in respect of Probate and
Succession Duties payable under any State Act to Duties paid on the estate dutiable under the
Commonwealth Act. ‘ '

We coneur in that propesal.

1001. Secrecy to be imposed on Departmental Officers. The Income Tax Assessment Act
1915-18 provides that every officer shall make a declaration of secrecy before entering upon his
official duties or executing any power or duty conferred or imposed on him under the Act, and
unposes & maximum penalty of Two hundred and fifty pounds upon any officer who makes a
record of or divulges any information relating to the affairs of a person except in the
performance of his duty under the Act. ‘

1002. In our Fourth Report (patagraphs 737 and 738) we commented upon the absence of
any such provision from the Land Tax Assessment Act. We expressed the opinion that, with
the exception of the official valiation only of separate parcels of land (which would be available
for public information if independent State Valuation Bureaux were established), it is desirable
that taxpayers’ affairs with regard to Land Tax be treated confidentially, as in the case of
Income Tax, and recommended the amendment of the Land Tax Assessment Act accordingly.

~1003. In recommending the inclusion of secrecy provisions in the Estate Duty Assessmens
Act, the Commissioner of Taxation pointed out that recent progecutions by the Department
had emphasized the necessity of having suitable secrecy provisions in all Acfs administered by
him. In his opinion, such provisions would not only be in the interests of office discipline, but
would assist in protecting taxpayers from exploitation. ‘

1004, We recomumend that the Act be amended—

(1) To include suitable. provisions enforcing the obligation of secrecy upon officers
i all matters relating to the affairs of an estate. ‘ '

- (2) To provide for the supply of information to other Commonwealth Departments
(if required for any public purpose) and to State Taxation authorities,
(Section 13 of the Act already provides for the making of arrangements with
State Taxation authorities for the supply by them of information to the

Comménwealth Commissioner).
1005. Section 8, Sub-section (3)(a) reads :—
(3.) For the purposes of this Act the estate of a deceased person compriseg-—
(a) his real property in Australia (including real praperty over which he had a general power of

- appointment, exercised by his will) ; T :

This sub-section provides that property over which a deceaged person had a general power
of appointment which he has exercised by his Will shall form part of his dutiable estate. This
18 a comrmon provision in Hstate Duty Acts. The Commissioner of Taxation has suggested an
amendment of the Sub-séction to include property in which the deceased person had a beneficial
interest together with a limited power of appointraent exercisable by will.

We are not satisfied that the suggested amendment to include a limited power of appointment
can be Justified, unless possibly from a Revenue point of view, that is, in order to prevent some
apparent, but not real limitation being placed upon a general power of appointment in order to
avold Duty. A limited power of appointment may of course be a power which can be exercised
only in a direction entirely contrary to the desires of the donee of the power. There is also the
possibility from the Revenue point of view (this difficulty is the converse of the ane mentioned
above) that, if a property over which a testator had a limited power of appointment is made
dutiable, the limits may be so wide that the power will be almost, if not quite, a8 valuable ag a
general power of appointment. The question whethera deceased person having a limited power of
appointment had also a beneficial interest in the propesty to be appointed cannot, we think, be
regarded as a determining factor. The South Australian Succession Duties Act 1893 contains in
Section 9 a provision requiring the administrator to include in the statement o be supplied to the
Registrar :— '

“The neb present value of any property given to an uncertain person, or on an uncertain event, including

_property over which a special power of appointment is given, such value o be estimated asif sueh propezty
had been given by way of vested remainder to a certain person.”

1006. The British Succession Duty Act 1853 has a provision (Section 4) making dutiable as a
“ succession 7 any property passing as the result of the exercise of a limited powez of appointment.
From the point of view of an Estate Duly Act such as that of the Commonwealth, wa are unable
to recommend the inclusion of such a provision, altheugh in our opinien it would not be out of
place in an Act impesing a Succession Duty upon the basis which we recommend (paragraph 897).
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1007. Section 8, Sub-section (4) reads :—
(4) Property—

(a) which passed from the deceased person by any gift inter vivos or settlement made befors or after
the commencement of this Act within one year before his decease, or, being property com-
prised in a settlement under which he was tenant for life, the life interest of which was
surrendered by him to the remaindermen within one year before his decease ; or

(b) in which he had a beneficial interest at the time of his decease, which beneficial interest, by
virtue of a settlement or agreement made by him, passed or accrued on or after his dacease
to, or devolved on or after his decease upon, any other person,

shall for the purposes of this Act be deemed to be part of the estate of the person so deceased.

The Commissioner of Taxation has suggested an amendment of these Sub-sections. Under
Sub-section (4) (a), Duty is levied in case of surrender within one year of death on the total value
of any property which is the subject of a life interest held by the testator, whether such life interest
was created by the testator or not. It is proposed to amend Sub-clause (¢) by inserting after

the word “ settlement ” in the fdurth line the words :—
« or agreement made by him or by him and some other person jointly.”

This would be in accordance with the provisions of the British Succession Duty Act and
the Victorian ddministration and Probate Act 1915.

. We recommend that the Act be so amended.

‘ 10074.—The period, one year before decease, specified in Sub-Section (4) (#) is the same
as that specified in the Acts of Victoria and South Australia. In New South Wales and Tasmania,
the period is three years, in Queensland, two years, and in Western Australia, six months.

We recommend that a period of two years be adopted, and that the Commonwealth Act
be amended accordingly. . : .

~ 1008. Itis also proposed to amend Sub-clause () to provide for the payment of Duty on all
life interests held by the testator and created by himself, whether held by him at the date of death
or surrendered within the period prescribed within which gifts inter vivos are rendered dutiable.
The necessity for some such amendment is illustrated by a case which arose where a person settled
on himself for life certain property with remainder to his daughter. On his decease the Department
sought to include this property in his taxable estate, on the ground that it came within the terms
of Section 8 (4) (b) of the Act as being property in which the deceased had at his death a beneficial
interest, which devolved upon another person. The Commissioner was advised that the
Departmental claim could not be maintained, as by the settlement made during his lifetime the
testator had created two interests, his own life interest and the absolute interest of his daughter.
Upon the settlor’s death, no interest passed to the daughter. Tt was simply a case of one interest
ceasing and another independent interest arising in possession.

1009. We endorse the Commissioner’s suggestion and recommend an amendment of Section 8
(4) (b) to provide for payment of Duty on all life interests held by a testator and created by himself
whether held by him at the date of death or surrendered within the period prescribed within which
gifts inter vivos are rendered dutiable.

1010. A further addition to Sub-section (4) recominended by the Commissioner is one to
provide for the taxation of property which was taken by the donee under gift, whenever made by
the deceased as donor, of which bona fide possession and enjoyment was not assumed by the donee
immediately upon the gift and thenceforward retained to the entire exclusion of the donor or of
any benefit to him by contract or otherwise. The words in heavy type in the preceding sentence
incicate the amendment proposed. This provision originated with the English Estate Duty Act
1894, Section 2, and appears also in the Victorian Admindstration and Probate Act 1915. An
lustrative case which arose under the latter Act was one in which a testatrix twelve months before
her death had given to her three sons portions of the land owned and worked by her, each portion
being surrounded by other land of the testatrix. ~Upon the same day upon which the land was
<o transferred, each of the sons executed a lease to the testatrix for five years of the land given to
him, a fair and reasonable rent being reserved. After the gits, the lands given continued to be
in the actual physical occupation of the testatrix and to be worked by her with her other lands
in the same way as before the gifts. In that case it was held that the land so given was chargeable
with the Duty payable under the Victorian Act as though part of the estate of the testatrix. (Lang
v. Webb, 13 C.L.R. 503). The object of the proposed amendment of the Sub-section is to protect
the revenue against arrangements to defeat the Act by colorable transactions.

We approve of the prinéiple of the suggestion, and recommend amendment of the Act
accordingly.
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1011. The Commissioner of Taxation suggests the insertion in Sub-section (4) of a provision
under which interest receivable from money on deposit shall be deemed to accrue from day to day
and interest accrued to the date of death of a testator or person dying intestate shall form part
of his estate. '

We concur in the suggestion and recommend amendment of the Act accordingly.

1012. 1f this amendment be adopted, it should also be made clear that interest payable up to
the date of death shall be deductible from the gross value of the estate as a debt.

1013. Section 8, Sub-section (8) reads:—

* (5.) Bstate duty shall not be assessed or payable upon so much of the estate as is devised or bequeathed

or passes by gift vnter vivos or settlement for religious, scientific, charitable or public educational purposes.
The Commissioner of Taxation suggests that this Sub-section be amended by adding at
the end the words * within Australia ”, the effect of which will be to subject to tax any part
of the estate of the deceased persorxjjwhioh passes to a religious, scientific, charitable or public
educational body outside Australia. “The question whether this result could be attained under
the Section as it stands was argued before the High Court in the case of Jackson and Another,
Appellants,-and the Federal Commissioner- of Taxation, Respondent (27 C.L.R., 503). In that
case it was held by the majority -of the Court (Knox, C.J., Isaacs and Starke, J. J—Rich, J.,
dissenting) that the exemption given by the Sub-section in favour of devises, &c., for charitable
purposes is not limited to such charitable purposes as have operation in Australia, but extends
also to charitable purposes which are being carried out abroad. The Commissioner informs us
that the restriction to charitable and other purposes within Australia was undoubtedly intended.

In our opinion, this is a reasonable restriction, and we recommend amendment of the Act
to make that restriction operative. -

1014. Section 8, Sub-section (6.) reads :—

(6.) In respect of so much of the estate as by will intestacy gift inter vivos or settlement passes to the
widow or children or grandchildren of the deceased estate duty shall be assessed and payable at two-thirds of

1

the rate which would otherwise be payable. v

The Commissioner of Taxation suggests an amendment of this Sub-section to provide that
the reduced rate payable in respect of so much of the estate as passes to the widow, children or
grandchildren of the deceased shall not apply in cases where the benefit taken by those relatives
of the deceased does not accrue to them immediately, but only after the interposition of a prior
terminable interest. The question arose in Victoria in the case of In re Davidson (23 A.L.R.,
415), in which Mr. Justice Cussen ruled that the privilege granted by the Sub-section to the widow,
children or grandchildren by the reduction in the rate of Duty payable in respect of their interests
should not be lost, even though a prior estate was interposed before their enjoyment began. The
Commissioner’s suggestion that this privilege as to Duty should be withdrawn where any prior
interest intervenes, so that after the termination of such intervening interest the widow’s share
should be lessened by the full rate of Estate Duty, does not command our sympathy. It appears
to us clear that the Parliament intended that full rates should not be charged in respect of the
interest of a widow, child or grandchild, and if, for any reason, the beneficial enjoyment of an estate
by any of these persons is deferred, that in our opinion is not a sufficient reason for making a
further inroad by taxation upon their interest.

In this case, we recommend that any privilege as to rates accorded to near relations be not
affected by the interposition of a prior estate.

1015. The Commissioner of Taxation further suggests that the privilege as to a lower rate of
Duty should apply only where the privileged person (widow, child or grandchild) is at the date of
death of the testator domiciled within Australia. This suggestion also fails to commend itself to us.
In our opinion the test should be family relationship. Domicile outside Australia at the material
date may have arisen not from choice, but from circumstances outside the control of the parties
affected, and we do not think that they should be deprived of the privilege now afforded by the
Act. :

1016. Other questions arise in connexion with the consideration of affording privilege in
respect of tax to persons holding certain relationship to the deceased. For example, there may be
considered the case of adopted children. In some State Acts there are provisions under which a child
who has been adopted with the formalities prescribed by a Statute dealing with the matter is deemed
for the purposes of Estate or Succession Duty to be a child of the person whose estate is subject
to Duty. It seems to us that this is a reasonable provision. Most frequently adoption,
in accordance with such a provision, takes place in the case of married couples who have no children
of their own, or who, if they have children, adopt others who have some degree of relationship to
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them or are the children of intimate friends. Whether in those circumstances or otherwise, there
is an assumption of parental responsibility towards the child so adopted, and a compliance with
the law governing adoption, which, in our opinion, justify placing the adopted child, for the
purpose of preference, in the same position as a child born of the marriage of the adoptive parents.

We recommend, therefore, that, where a child has heen adopted in compliance with the
formalities in any Siate Law, such child should be regarded for the purpose of Estate Duty as coming
within the privileged elass. S R ' i

1017. Another case is that of illegitimate children. The question as to how illegitimate
children should be treated for purposes of Estate or Succession Duty has been debated in Great
Britain at intervals, and often with strong feeling, for more than 100 years, and private members
have more than once attempted to secure the passage of Bills to assimilate the rates of Legacy and
Succession Duty in the case of illegitimate children to the rates affecting legitimate children, but’
s0 far without success, the positjon still being that an illegitimate child is for the purposes of
Estate Duty treated as a stranger in blood and taxable at the highest rate. In Hanson’s
“ Death Duties,” page 667, after quoting various cages, it is said -— , :

Tt would seem, .therefore, .that legitimated children are not © strangers in blood ”, but pay

Succession Duty at the same rate as i they had been originally legitimate. Bub it appears to be otherwise

~when the children, though acknowledged by the father as his natural children, are not legitimated. (Atkin--
son 0. Anderson, 21 Ch, D. 100},

In New Zealand, the Death Duties Act 1909, Bection 19, provides—

For the purposes of Succession Duty illegitimate relationship shall be recognised as equivalent to
legitimate relationship in all cases in which the successor is entitled, on the intestaoy of the deceased, to succeed
by virtue of that illegitimate relationship to any part of the estate of the deceased, or would ~have been go

- entitled if the deceased had died intestate.

In Tasmania the Deceased Persons Estates Duties Act 1915, Schedule (2), Part IT., provides '
that :— :

Where the person taking the property is an illegitimate child of the deceased pérson ot of the settlor or
donor or of any person making any such instrument, the Duty in respect of the property so taken shall be charged
at the same rate as if such child were legitimate. .

1018. We are informed that in all the States Acts have been passed providing that, in the
case of illegitimate children, subsequent marriage of the parents has the effect; of legitimating the
children.  For purposes of State Estate or Succession Duties, presumably no question arises
where a subsequent marriage of the parents has occurred, but the question of illegitimate children
‘whose parents have not married is left open except’in Tasmania. It will be seen from the
provision quoted from the Tasmanian Act that, so far as Estate Duty is concerned, the question
of whether there has or has not been a subsequent marriage of the parents is not taken into
account in that State in determining the status of the child.

1015, We fewmménd adoption of a provision similar fo that in force in Tasmania.

1020. Ancther relationship which may be considered is that of a widower. In Great Britain
and also in South Australia and Western Australia, a widower is for purposes of Death Duties
placed in the same category as a widow. The Victorian Act malkes a similar provision where
the benefit to a widower has arisen as the result of a settlement, but apparently not where it arises
under a Will. In cur opinion, it is reasonable that a surviving husband or wife should be treated
in the same way for purposes of Estate Duty.

1021. Section 8, Sub-section (7.) reads :—

(7.) All duties lawtully paid in any place outside Australia, in respect of any part of the cstate situate
outside Australia, may be deducted fraom the duty to which the estate is liable under this Act.

The Commissioner of Taxation points out that it has sometimes happened that the Duty
payable outside Australia in respect of part of the estate which is assessable inside Australia has
exceeded the proportion of the Australian Duty which is attributable to that part of the estate.
In some cases, under the Act as it sbands, the result has been that the allowances in respect of the
Duty paid outside Australia have entirely wiped out the Duty assessable in Australia on the
whole estate, and thus exempted the estate from Australian Duty. The Commissioner suggests
““that the law should be amended so as to limit the deduction in such cases to the proportion of
the Duty payable in Australia or outside Australia (which 1s applicable to the douhly taxed
part), whichever of the two is the less.”

We endorse that suggestien and recommmend a consequent amendment of the Act.
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1022. The Commissioner of Taxation suggests a further amendment by the insertion after

Section 8 of a provision o meet cases in which transfers for valuable consideration have been made

by the testator within one year of his death, but in which the consideration is less than the true market

value. The present definition of “ gift vnfer vivos ” excludes transactions in favour of bong fide

purchasers for valuable consideration. Nothing, however, is said as to the adequacy of the

consideration. In some State Acts, provision is made for treating the difference between the

consideration actually paid in such cases and what is deemed to be adequate consideration a3 parb

~ of the taxable estate. The suggestion of the Commissioner is that a similar provision should be
inserted in the Commonwealth Act.

1023. We support that suggestion and recommend insertion of a suilable provision, subject
to our recommendation (paragraph 1007 A) for substitution of a period of two years in Heu of
the present period of one year.

1024. While approving of the principle of the suggested provision, we are of opinion that
the question of the adequacy or othérwise of consideration paid in such cases is one upon which a
taxpayer should have the right of appedl from the Cormissioner’s decision to the Board of Appeal.
(See section of this Report headed *“ Board of Appeal 7).

1025. Section 10 (1.) reads:—  °

10.—(1.) For the purpose of assessment and levy of estate_duty every administrator shall, except as

prescribed, within the prescribed period, prepare and furnish in the prescribed form and at the prescribed place

a statement setting forth a full and complete return of all the estate in Australia of the deceased person in

respect of whose estate he is the administrator. ‘

The Commissioner of Taxation suggests the omission from this Sub-section of the words
“in Australia . The effect of the omission of those words would be to place upon the
administrator the duty of furnishing a statement showing the whole of the estate of the deceased
person. This might in many cases include, for example, real property outside Australia, and in
this respect seems to us to go too far. By common consent of civilized nations, the taxation of
real property is governed by the Laws of the country in which the property is situated.

In our opinion, it should be sufficient if the refurn to be furmished by an administrator
comprise what is required by Section 8, Sub-section (3.). )

1026. Section 11 reads :—

11. The Commissioner may require such further or other returns as he deems necessary for the full
and complete assessment and collection of the ditty assessable under this Act, and may permit the adminis-
trator or other person inferested to make alterations in any return lodged, upon the Commissioner being
satisfied as to the necessity for the alteration. ’

The Commissioner of Taxation suggests that this Section be amended by omitting the words
“such further or other returns ”” and inserting the words ““ any person to furnish such returns ”,
At present, under Section 10, returns can be required only from any person who comes within the
definition of the term ° administrator”, and this has been found too narrow for effective
administration. (See paragraph 999). The Commissioner in evidence said, in explanation :—

The idea of the proposed amendment is that there should be power to call upon any person for a return
if that person has control of any part of the estate which would be dutiable. It is not intended to requiré an
accountant or solicitor who had had to do with an estate to furnish returns, because they may not be in a
position to do so. Several cases have happened which have driven us into this position. Persons have given
away the whole of their estate within a very few months of their death. In two cases we had, I think, the
estate was divided absolutely amongst the members of the family, and there was nothing left to put into any
testamentary document. There was no executor or administrator. We had nobody from whom we could
get a return. It was a dutiable estate only because of the gifts having taken place within the time Limit of
one year. There was nobody responsible for making a return.

We recommend the proposed amendment of the Ssction.
A consequential amendment of Section 12 will be required.

1027. Section 14 reads :—

14. In assessing duty in accordance with this Act, the Commissioner may if he thinks fit adopt, as far
as it extends, the value of dutiable estate as assessed for duty under a State law in respect of the same estate.

- This Section enables the Commissioner to adept as far as it extends the value of dutiable
estate as assessed for Duty under a State Law. The evidence shows that this provision is availed
of by the Commonwealth Department with regard to the value of personal estate, but with regard
to real estate the Commonwealth relies upon valuations made by its officers for the purposes of
Land Tax. In this connexion, attention is invited to paragraph 706 (Fourth Report). The
Commissioner informs us that in some States the Commonwealth valuation of lands is used by
the States for the purposes of Estate Duty. If arrangements bé made for the Commonwealth
to adopt valuations-of land by-State Authorities for the purposes of the Land Tax Assessment
Act, we assume that the State valuations would be adopted also for the purposes of any Estate
or Succession Duty Assessment Act. (See paragraph 992). - T I



D
Ot
ao

1028. Section 16 reads :—
16.—If— ‘

(@) any administrator makes default in furnishing any return ; or

(b) the Commissioner is not satified with the return made by any administrator ; or

(c) the Commissioner has reagon to believe that any estate (though no return has been .fum.xighcd)

is dutiable, ‘ . '

the Commissioner may make an assessment of the amount on which,in his judgment, duty ought to be levied,
and the estate shall be liable to duty thereon, except so far as the amount is, on appeal, shown to be excessive.

The Commissioner of Taxation suggests certain amendments of this Section, partly
consequential upon the proposed amendment of Section 11 and partly by substitution of the
word ““ person ”’ for the word *“ estate  in the clause near the end of the Section, where it is said 1—
“ The estate shall be liable to Duty thereon except, &c.” This proposed substitution, taken in
conjunction with the proposed amendment of Section 11, and without explanation, left it open
to be inferred that a person might be called upon to pay Duty who had no beneficial interest in
the estate. The Commissioner informs us that is not the intention, but that liability to Duty
will only rest upon a person who comes within the definition, as proposed to be amended, of the
term “ administrator 7. The Act, however, seems to us to be somewhat defective on this point,
and we recommend that an amendmeént be made for the purpose of declaring explicitly that
an administrator shall be Hable for gayment of Duty to the extent only of the property or funds
actually received or disposed of by him and available for that urpose. This is not an uncommon
provision in similar Acts, and, in the Commonwealth Act, Section 20 (3.), the liability of an
administrator for certain additional or increased Duty is definitely limited, except in cases of fraud
or gross negligence, ““ to the extent of any property then under his control or which can be applied
by him for payment of such Duty.” S

1029. Section 17, as amended by Act No. 34 of 1922 (for text of the Section, seo
paragraph 10060). S ' S ‘

In connexion with a somewhat similar provision in the New South Wales Stamp Duties :

Act, particulars were supplied to the Commission of a case arising I that State of a person who
died intestate in the year 1922. The facts, as stated by the solicitor who acted for the estate,
are as follows :— } : ‘ o
At the time of his death, the Federal Assessment for Income Tax for the year ending 30th June, 1921

had not been received, but was issued in May this year (1922) and amounted to the sum of £2,500, in addition
to which there will be a further assessment up to the date of his death, which will probably amount to another
£1,000. - “ '

‘ There is also a State Income Tax of £47 18s. 7d., making a total of say £3,547 18s. 7d.

I brought the case under the notice of the Colonial Treasurer, who referred it to the Stamp Commis-
sioner. His reply is that the matter was referred to the Crown Solicitor, who supported his (the Commis-
sioner’s) contention that Federal and State Income Tax which has not been assessed before the date of the

death is not a debt actually due and owing by a deceased at the time of his death, and consequently is not &
debt for which allowance can be made in terms of Section 107 of the Stamp Duties Act. :

- This view was supported by Mr. Langer Owen, on the ground that Section 41 of the Federal I ncome Tax
Assessment Aot 1915-18 states that “Income Tax, shall be due and payable 30 days after the serviceby post
of a notice of assessment.” Section 44 of the same Act states that income Tax shall be deemed, when it
becomes due and payable, to be a debt due to the King, &ec.” :

It will be seen that reference is made both to the Federal assessment and also to the State
assessment.  Section 17, as indicated in paragraph 1000, was amended during the year 1922.
It seems open to doubt whether the Section as amended will completely meet the complaint of -
the witness, and we recommend that the matier be further considered with a view to making
provision for adequate deduction in such a case, if it be considered that the recent amendment
would be inadequate in similar circumstances. It is in our opinion desirable also that the
State Act be amended. (See also recommendation, paragraph 1056). '

1030. Section 18; as amended by Act No. 34 of 1922 (for text of the Section as amended, see
paragraph 1000). ’

I, in view of the facts stated above i reference to Section 17, it be found necessary to amend
that section, presumably a similar amendment of Section 18 will be made. .

1031. Section 19 reads :—

19. Where in the opinion of the Commissioner any estate is of such a nature or is so disposed of or
circumstanced that the value thereof is not fairly ascertainable under this Act, he may compound the duty
on such property on such terms as he thinks fit, and may give a discharge to the administrator or to any other
person inferested in the property upon payment of the duty according to such composition.
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_ In the case already cited (In ¢ Davidson, 23 A.L.R., 415), Mr. Justice Cussen, after quoting
Section 19, went on to say :i— o ‘
In such a case there would appear not to be an assessment strictly so-called either of value or of Duty,
but possibly the Duty, after an agreement for composition, would be * payable.” Perhaps the Section providés
for cases of partial administration.

This judicial comment is brought under notice with a view to consideration of some suitable
amendment of the Act.

1032. Section 20 reads :—

20.—(1.) The Commissioner may, within one year after the last payment on account of duty on any
assessment, make all such alterations in or additions to the assessment as he thinks necessary in order to insure
its completeness and accuracy.

" (2.) Every alteration or addition which has the effect of imposing any fresh liability, or increasing any
existing Lability, shall be notified to the administrator affected, and unless made with his consent shall ke
subject to appeal. S :

(3.) An administrator shall only be liable for such additional or increased duty to the extent of any
property then under his control or which can be applied by him for payment of such duty, unless it is owing
to any fraud or gross negligence on his part that the proper amount of duty was not paid in the first instance,
in which case he shall be personally liable for the additional or increased duty. '

(4.) If the alteration in any assessment made by the Commissioner under this section has the effect of
reducing the duty payable on the estate, the Commissioner shall refund the duty which has been paid in excess
of the amount payable on the altered assessment. )

The Commissioner of Taxation has suggested an amendment of this Section so as to permit
of the amendment of an assessment at any time, together with the collection at any time of Duty
short-paid. It will be seen that the Section, as at present, fixes a limit of one year after the last
payment on account of Duty on any assessment as the period within which the Commissioner
may alter or add to an assessment. We do not think it reasonable that the right of the .
Commissioner to amend assessments should in all cases be unlimited as to time. In paragraph
546 of our Third Report, dealing with Income Tax, we recommended, in reference to & similar
matter, that, where the issue of an amended assessment is due to the failure of a taxpayer to place
the Department in possession of all the material facts upon which to base a complete assessment,
no limitation of time be imposed upon the Department. In cases where the Department has
from the beginning been placed in possession of all the information necessary for the compilation
of a complete and accurate assessment, but has issued an imperfect assessment, we recommended
that a limit of three years be imposed upon the Department as the period within which an
amended assessment may be issued.

1033. We recommend that, in these latter circumstances, a period of Two years from the
date of the furnishing of the return by the administrator be fixed as the limit within which an
additional or amended assessment may be made.

1034. We also recommend that the same period be fixed as that within which the taxpayer
shall have the right to claim a refund. ‘ )

1035. To meet the case where, after the estate has been distributed, Duty is found to have
been short-paid, the Commissioner suggests the insertion of a provision in the Act to authorize the
collection of Duty short-paid from the beneficiaries to whom the property has been distributed.
Some difficulties may occur in cases, for example, where beneficiaries are out of the jurisdiction,
or where a trustee, after retaining money sufficient to pay the tax, has absconded. The prineiple
upon which the Commissioner’s recommendation rests is, however, reasonable, and we recommend
amendment of the Act to provide for the collection of short-paid Duty from the beneficiaries to whom
the Duty should have been apportioned by the administrator, in accordance with the directions
(if any) of the Will, or otherwise as prescribed by Section 35. ,

1036. Section 22 reads :— '
22.—(1.) Production of any assessment or of any document under the hand of the Commissioner pur-
porting to be a copy of an assessment shall— N
“(a) be conclusive evidence of the due making of the assessment ; and
(b) be conclusive evidence that the amount and all particulars of the assessment are correc b, except
in proceedings on appeal against the assessment when it shall be prima facie evidence only.
(2.) The production of any document under the hand of the Commissioner purporting to be a copy of
or extract from any return or assessment shall for all purposes be sufficient evidence of the matter therein
set forth, without the production of the original.

The Commissioner of Taxation suggests amendment of this Section—

(@) by inserting in Sub-s?ction (1.) thereof after the words production of any ” the
words “notice of 7 ;-

(b) by inserting in Sub-section (1.) thereof after the word “ Commissioner ” the words
“ Assistant Commissioner or a Deputy Commissioner ”’ ;
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(¢) by omibting from Sub-section (1.) thereof the words copy of an assessment
and inserting in their stead the words “ copy of a notice of assessment ” :

(d) by inserting in Bub-section (2.) thereof after the word “ Commissioner " the words
*“ Assistant Commissioner or a Deputy Commissioner ” ; and

(e) by inserting in Sub-section (2.) thereof after the words * from any return or ” the
words ““ notice of 7.

The amendments so suggested are, in our opinion, desirable, and will bring the Act into
line with the Income Tax Assessment Act, and with our recommendation, paragraph 761, Fourth
Report, relating to the Land Tax Assessment Act.

We recommend that the amendmenis abovs indicated be included in the Act.

1037. Section 24. If our recommendations with regard to Board of Appeal (page 247 of
this Report) be adopted, this se—ct}o& will need to be re-cast,

1638, Section 24 (8) reads :—

(8.) Notwithstanding anything contained in this section, where the agsessment made by the Commis-
sioner is based solely upon assessments made under the law of a State, an appeal shall not lie from such

- asgessment unless an appeal has been mads from the State assessment upon which the assessment under this
Aot is based. ' ‘

- The Commissioner suggested an amendment of this Sub-section %o provide for its applica-
tion to cases where the Commonwealth assessment is based partially upon an assessment made
under the Law of a State ; the prohibition against appeal to apply in that case to that part only
of the assessment which is based on a State assessment, ' ‘

1039. In our opinion, the Sub-section should not be amended, but should be repealed, for
the following reasons :

(1.) That any relations existing between two independent taxing authorities should not
aflect any taxpayer’s rights of appeal against the decision of either.

(2.) That, where a taxpayer becornes unable to proceed by way of appeal against the

‘ State assessment, owing to some accidental delay in giving notice, he should
not be thereby deprived of his right of appeal against the assessment of a
different authority.

(3.) That if, as we recommend in this Report, a taxpayer under the Commonwealth Act
be given a right of appeal to a Board of Appeal, it is very undesirable that he
should be deprived of that right in consequence of something that occurred
between him and a State authority.

(4.) That, as at present State rates are generally much higher than those of the
Commonwealth, it is unlikely that a taxpayer will fail to appeal against a
State assessment if he thinks he has good grounds for such an appeal.

It has been suggested that, if the Sub-section be omitted, the omission might lead the Common-
wealth Department to incur further expenditure upon staff in order to value through their own
officers personal property in the estates of deceased persons, in lieu of accepting as at present the
State valuations for such property. It does not seem to us necessary or desirable that such
a result should follow, as State valuing officers would no doubt be available as witnesses, it

required, in support of the valuations made by them and adopted by the Commonwealth
Department. '

1040. Section 25 reads :—
(1) The fact that an appeal is pending shall not in the meantime interfere with or affect the assess-
ment appealed from ; and duty may be levied and recoversd on the assessment as if no appeal were pending.
(2) If the assessment is altered an appeal o due adjustment shall be made, for which puspose amounts
paid in excess shall be refunded and amounts short paid shall be recoverable as arrears.

This Section corresponds with Section 39 of the Commonwealth Trcome Tax Assessment
‘Act and with Section 45 of the Commonwealth Land Tax Assessment Act,

1041. The Section provides that, where an administrator has given notice of appeal against
an assessment, Duty may be levied and recovered as if no appeal were pending, It may frequently
occur that, irom caudes enmtirely beyond the control of the taxpayer, considerable time may
elapse between the giving of the Commissioner’s decision on an objection and the hearing by
the Court of an appeal against thab decision. - It may also happen that Duty amounting to a
considerable sum has been paid within the thirty days after the service by post of the notice of
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the original assessment, as required by Section 29 of the Act, and that the Court on appeal may
alter the assessment in the taxpayer’s favour.. While Section 25 provides that in such a case the
amount of Duty found to have been paid in excess shall be refunded, there is no provision for
the payment by the Department of interest upon the Duty paid in excess. ' .

1041. In paragraphs 818, 819, and 820 we discussed a similar position arising under the Land
‘Tax Assessment Act, and are of opinion that the provision there recommended should be included
in the Estate Duty Assessment Act or in any Succession Duty Act which may replace that Act.

We therefore recommend that it he provided that a taxpayer, when lodging an objection,
should be required o pay tax upon the amount which he admits is taxable, or 75 per cent. of the
tax assessed, whichever is the greater. - :

We are also of opinion that the procedure recommended in péragraph 820 in respect of
the Land Tax Assessment Act should be followed in respect of an Hstate or Succession Duty
Assessment Act.

1043. It may further be pointed out that there is sometimes considerable delay in the giving
of the Commissioner’s decision upon an administrator’s objection. We are officially informed
that delay is often occasioned by the peculiar difficulties raised by the objection, and that in sach
cases the discretionary power of the Commissioner or Deputy Commissioner to extend the time
for payment of Duty is frequently exercised. :

1044. Sections 25 to 28. Some consequential amendments of these Sections will be required
if provisions be inserted to enable taxpayers dissatisfied with the Commissioner’s decision to appeal,
not only to a Court, but to the Board of Appeal. (See “ Board of Appeal,” page 247.)

»104%5. Section 31, as amended by Act No. 34 of 1922, reads :—

31. If the duty is not paid as provided by section twenty-nine of this Act or such further time ag.is
provided by section thirty of this Act, additional duty amounting to ten per centum of the duty unpaid shall-
be payable in addition by way of penalty. : o

Provided that the Commissioner may, in any parﬁoular case, for reasons which in his dfscretion he thinks
sufficient, remit the additional duty imposed by way of penalty or any part thereof. » v
In our Reports with regard to Income Tax and also with regard to Land Tax, in dealing

with a similar provision, we have recommended that the penalty Duty of 10 per cent. be altered
to 10 per cent. per annum.

We recommend a similar amendment of the Estate Duty Assessment Act.

1046. Secticn 35 reads:— o S
35. Subject to any different disposition made by a testator in his will, the duty payable in respect of
an estate, exclusive of so much of the estate as is devised or bequeathed or passes by gift inter vivos or settle-
ment for religious scientific charitable or public educational purposes, shall be apportioned by the administrator
among the persons beneficially entitled to the estate in the following manner :—
(a) The duty shall in the first instance be apportioned among all the beneficiaries in proportion to
- the value of their interests ; and ' '
(b) where there are any beneficiaries under the will each of whom takes only specific bequests ot
devises of a value not exceeding Two hundred pounds, the duty which under paragraph (a)
of this section would be payable in respect of the interests of those beneficiaries shall be
apportioned among all the beneficiaries in proportion to the value of their interests.

Provided that for the purposes of this section the value of the interests of the widow or children or
grandchildren of the deceased shall be reckoned at two-thirds of their assessed value.

This Section was discussed at length by Mr. Justice Cussen in the case of In re Davidson,
already cited, paragraph 1014. The difficulties of the Section pointed out by Mr. Justice Cussen
may perhaps be partly due, as he suggests, to the fact that :—

Instead of an elaborate set of provisions in which an endeavour is made to provide for various oases,
‘an attempt is made to state the matter in a few words. o

We suggest that the Judgment in the case in question be considered, with a View tb amendment of
the Act, : : ,

1047. With regard to the Section generally, it may, howevef, be pointed out that, if our
basic recommendation for a change in the scheme of the Act by the substitution of a Succession
Duty for an Estate Duty be adopted, the necessity for the Section will disappear.

1048. Sectien 37.—The Commissioner of Taxation has suggested an addition to this Section,
the effect of which would be to prevent the Registrar-General or other proper officer of a State from
removing the charge from the register until he had received a certificate from the Commissioner,
certifying not only that arrears of Duty had been paid, but also that all costs of the charge had
been met. We understand that the costs are only small fees payable under the State Acts. If
it be thought necessary to amend the Act for the purpose of enacting explicitly (what now seems

F.18112.—4
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implicit in the Section) that the Registrar shall not remove the charge from the Register until he
has received a certificate from the Commissioner that arrears of Duty have been paid, we see no
objection to inclusion of a requirement that the certificate should cover also payment of costs, by
which we mean the State fees payable by the Commonwealth.

1049. Section 44 reads i —

44, The Commissioner, or any officer authorized by him on that behalf, shall at all times have full and
free access to all lands, buildings, places, books, documents, and other papers, and to all registers of deeds or
documents of title, for the purpose of valuing or inspecting any estate or of ascertaining the ownership thereof
and for any of these purposes may make extracts from or copies of any such books, documents or papers.

The Commissioner of Taxation suggests the amendment of this Section to enable the notice
in writing to be given, not only by the Commissioner, but also by the Assistant Commissioner or a
Deputy Commissioner, and also to widen the scope of the Section by extending the powers it
confers to any of the purposes of this Agt. .

We endorse these administrative suggest’ons and recommend amendment of the Act
accordingly.

1050. Section 45 reads :—

45.—{1.) The Commissioner may by notice in writing require any person to attend and give evidence
before him or before any officer authorized by him in that behalf concerning any estate or assessment, and to
produce all books, documents and other papers whatever in his custody or under his control relating thereto.

(2.) The Commissioner may require the evidence to be given on oath, and either verbally or in writing,
and for such purpose he, or the officer so authorized by him, may administer an oath.

The Commissioner of Taxation suggests amendment to enable him to require any person,
whether a taxpayer or not, to furnish him with such information as he may require, and tq attend
and give evidence, &c., as in the Section.

We recommend the suggested amendment.

1051. Section 47 rea,ds —

47. Any person whof—‘

(a) fails or neglects to duly furnish any return as and when required by this Act or the Regulations
or by the Commissioner ; or

(b) without just cause shown by him refuses or neglects to duly attend and give evidence when
required by the Commissioner or any officer duly authorized by him, or to truly and fully.
answer any questions put to him, or to produce any book, document or papers required of

* him by the Commissioner or any such officer ; or

(¢) kmowingly and wilfully makes or delivers any false return, or makes any false answer, whether
verbally or in writing, in relation to any matter or thing affecting the liability to or exemption
from assessment under this Act of any estate ;

shall be guilty of an offence.
Penalty : One hundred pounds.

The Commissioner of Taxation proposes an amendment of Sub-clause (c) of this Section
by the omission of the words ““ knowingly and wilfully”.  This would bring the Section into line
with a similar provision of the Income Tax Assessment Act 1922. A further suggestion of the
Commissioner is to provide that the penalty shall not be less than £2 nor more than £100. In
view of the considerable amounts generally involved in Estate Duty assessmen s, we see no objection
to this minimum penalty.

1052. Further amendments proposed by the Commissioner by way of addition to Section
47 are as follows :— : '
(2.) A prosecution for an offence against paragraph (a) or (c) of Sub-section (1) of this Section may
be commenced at any time. :
The proposed Sub-section (2.) is identical with Section 66 (2.) of the Income Tax Assessment
Act 1922. We see no objection to this provision.

1053. A proposed Sub-section (3.) is similar to Sub-section (3.), Section 66 of the Income Tazx
Assessment Act 1922, but the latter provision refers to a further Section in which the punishment
is a pecuniary penalty. We see no objection to this proposed amendment, subjec. to the adoption
of our recommendation with regard to the amendment of Section 43.

1054. A proposed Sub-section (4.) is identical with the proviéion in the Income Taw
Assessment Act 1922, Section 66 (4.), and is in our opinion a proper limitation upon the operation
of Section 47 (c).
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1055. The Commissioner of Taxation suggests the insertion of a new Section, to read as
follows :— ‘
47a, Notwithstanding anything contained in the preceding Section, any person who—
(@) fails to include any assets in any return ; or
(b) includes in any return as a debt an amount which was not actually due and owing, or in respect

of which no liability had accrued, at the time of death, except rates, taxes and duties payable
under any Commonwealth or State Act,

shall be liable to pay by way of additional duty the amount of One pound or double the Duty which would
have been evaded if the assessment had been based on the return lodged, whichever is the greater, in addition
to any additional duty which may become payable by him in accordance with Section thirty-one of this Act:

Provided that the Commissioner may, in any particular case, for reasons which he thinks sufficient,
remit the additional duty or any part thereof.”

With regard to Sub-clause () of the proposed new Section, we consider its operation should
be limited to cases where an admjnistrator failed to include in his return a statement of assets of
which he had knowledge. It is net infrequent, particularly with regard to gifts wnter vivos, made
before the testator’s death, but within the time limited by the Act which makes such gifts dutiable,
for the administrator to be ignorant of the existence of assets at the time when he prepares his
return. If without unreasonable delay after the discovery by him of the omission he informs the
Commissioner of assets not previously returned, in our opinion he should not be subject to any
penalty. :

1056. With regard to Sub-clause (b), if thelinclusion in question were the result of imperfect
information, for which the administrator was not responsible, in our opinion he should not be
subject to any penalty or additional Duty. In the proposed wording of this Sub-clause, it is in
our opinion necessary to make clear that obligations in the nature of debts, which may be said to
have arisen before the death of the testator, although amounts were not actually payable at that
date, should be regarded as debts which the administrator is entitled to deduct from the gross
value of the estate. ‘

1057. Section 48 reads :—

48. Any person who—

(2) with intent to defraud, in any return understates the value of any estate, or

(b) by any wilful act default or neglect, or by any fraud, art or contrivance whatever, evades assess-
ment or duty,

shall be guilty of an indictable offence.
Penalty : Five hundred pounds or imprisonment for three years.

The penalty prescribed by this Section is in the alternative, namely, a fine of £500 or
imprisonment for three years. It is observed that in the Income Taw Assessment Act
1922 provisions have been Inserted rendering a person against whom a pecuniary penalty has been
adjudged liable to imprisonment on failure to pay such penalty. But neither in the Commonwealth
Income Tax Assessment Act nor in the Commonwealth Land Tax Assessment Act is there a
provision similar to the imprisonment penalty of Section 48 of the Estate Duty Assessment Act.
The provision of Imprisonment as an alternative penalty in a Taxation Act is by no means
universal, and where 1t exists imprisonment is rarely, if ever, imposed. '

1058. With regard to the Estate Duty Assessment Act, the Commissioner of Taxation
informs us that the question of retaining the penalty of imprisonment will be reconsidered.
_Unless there are strong reasons for its retention, which have not been disclosed to us, this provision
should, in our cpinion, be eliminated.

1059. At this point, we wish to draw special attention to the fact that, if our recommendation
for the substitution of Succession Duty in lieu of Estate Duty be adopted, a complete re-drafting of
the Act will probably be necessary. It has not always been possible, if it had been desirable, to
indicate, in our comments upon the present Act, what changes, in our opinion, would be necessary
if that basic change were made. '

SECTION XLVIL
ENTERTAINMENTS AND AMUSEMENTS TAXATION.

1060. Commenwealth Entertainments Tax Assessment Act.—The Commonwealth Entertain-
ments Tax Assessment Act was assented to in December, 1916, and was brought into operation
on the 1st January, 1917. The Act relates to the imposition, assessment and collection of a
tax upon payments for admission to entertainments.
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1061. The general administration of the Act is vested in the Commissioner of Taxation (Sec-
tion 4) who (under Section 5) may delegate to the Assistant Commissioner all or any of his power
or functions under the Act (except the power of delegation). That Section also authorizes the
Commissioner, in relation to any particular matter or class of matters, or to any particular State
or part of the Commonwealth, to delegate necessary powers to any other person (Section 5). This
authority has been exercised in favour of the Deputy Commissioners of the several States.

1062. The Commissioner is required to furnish annually for presentation to Parliament g
report on the working of the Act, in which attentionis to be drawn to breaches or evasions of the

Act (Section 6).

altered under Amending Acts in 1918, m 1919, and again in 1922.

1063. Rates Payabie.——The rates payzible under the Entertatnments Tax Act 1916 were

under the respective Acts are as follows :—

The rates payable

wgfc%rgtzt Perlod Operating. Payment for Admission{excluding the Amount of Tax). Rate of Tax,
was Passed.
1916 | 1st January, 1917, to | Exceeding sixpence and not exceeding | One penny

11th = November, one shilling ,

1918 Exceeding one shilling One penny for the first shilling and one
halfpenny for every sixpence or part
of sixpence by which the payment

: : exceeds one shilling o
1918 | 13th November,1918, | Not exceeding one shilling, excepting | One penny
' to 30th November, payments not exceeding threepence
1919 for .the admission, on Saturdays
between the hours of twelve o’clock
noon and six o’clock in the afternoon,
of children apparently under the age
of twelve years :

. Exceeding one shilling One penny for the first shilling and one
halfpenny for every sixpence or part
of sixpence by which the payment
exceeds one shilling

1919 | 1st December, 1919, | Not exceeding fivepence for the admis- | One halfpenny
to  1st October, sion to a continuous place of enter- :
1922 tainment of persons apparently over
the age of sixteen years
Sixpence .. .. .. .. | One halfpenny
Exceeding sixpence, but not exceeding | One penny
one shilling
Exceeding one shilling One penny for the first shilling and one
halfpenny for every sixpence or part
of sixpence by which the payment
exceeds one shilling
1922 | 2nd  October, 1922 | One shilling One penny

(still in operation) | Exceeding one shilling One penny for the first shilling and one

' | halfpenny for every sixpence or part
of sixpence by which the payment
exceeds one shilling

1064. Definitions.—In Section 2 of the Act the following definitions occur :—

““ Admission ” means admission as a spectator or one of an audience, and includes
admission for the purpose of participating in any exercise in which the payment
for admission entitles him to participate ;

““ Entertainment ” includes any exhibition, performance, lecture, amusement, game
or sport for admission to which payment is made ;

“ Payment for admission " includes any payment made by a person as a booking fee
for admission, or by a person who, having been admitted to one part of a place
of entertainment, is subsequently admitted to another part thereof for admission
to which a payment involving tax or more tax is required ; )

“ Proprietor ” in relation to any entertainment includes any person responsible for
the management thereof.
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1065. Obligations of Proprietor.—Section 8 provides that no person shall be admitted for
payment to any entertainment where the payment is subject to tax except with a ticket stamped
with an unused stamp denoting that the proper tax has been paid ; or, in special cases, through
a barrier which automatically registers the numbers of persons admitted. To obviate the
necessity for observance of either of the above rules the proprietor may malke arrangements
with the Commissioner (or Deputy Commissioners) for furnishing return of payments for
admission, provided that he has given security up to an amount and in a manner approved
by the Commissioner for the payment of the tax. : :

In all cases where a proprietor collects tax from the public he holds it as property of the
Commonwealth (Section 8 (2) ), and the tax, if the amount is less than £50, may be recovered
from the proprietor (without prejudice to any other means of recovery) summarily as a civil debt
(Section 10). :

A ~1066. Clubs, &e.—In some cases annual payments made by members of Clubs,
Associations or Societies cover,only the right of admission to a series of entertainments. In
such a case tax is charged on the lump sum. Where the payment covers other rights, the
Commissioner decides what portion represents payment for admission to entertainments and
charges tax thereon (Section 11). :

1067. Exemptions frem Tax.—Payments for admission to entertainments are exempt from
tax when it is shown to the Commissioner’s satisfaction :— ' .

(a) that the whole of the takings thereof are devoted to philanthropic, religious or
charitable purposes, without any charge on the takings for any expenses of
the entertainment ; or

~ (b) that the entertainment is of a wholly educational character (any question on that
point to be determined, in case of difference, by the Commissioner) ; or

(c) that the entertainment is intended only for the amusement of children, and that
the charge is not more than sixpence for each person (under the Entertain-
ments Tax Amendment Act 1922 tax is now levied only on payments for admission
(excluding the amount of tax) of one shilling and upwards) ; or

(d) that the entertainment is provided for partly educational or partly scientific
purposes by a Society, Institution or Committee not conducted or established
for profit (Section 12). :

1068. Refunds.—Tax may be refunded to a proprietor where the Commissioner is satisfied
that the whole of the net proceeds of the entertainment are devoted to philanthropic, religious
or charitable purposes and that the expenses of the entertainment do not exceed 50 per cent. of
the gross receipts. Where the gross receipts of such an entertainment are diminished as the result
of adverse climatic conditions so that the expenses exceed 50 per cent. the tax may be refunded
(Section 13). o - ‘ '

1069, Entertainments for Patriotic Purposes.—The Commissioner of Taxation in his Sixth
Annual Report (page 130), dealing with the financial year 1915-16, states— '

“ Under the wording of Section 13 all entertainments for patriotic purposes are
dealt with. Claims have been made for treatment under this heading of entertainments
arranged by associations of returned soldiers for the benefit of their own associations,
but they have not been allowed, as it cannot be said that the object of one organization
for the mutual protection and benefit of its members is patriotic within the generally
accepted meaning of that word.”

“ While Section 13 indicates that tax must be collected and then refunded if the
expenses of the entertainment have not exceeded 5O per cent. of the receipts, the
Department does not administer it in that way. It requires promoters of entertainments
coming within the classes mentioned in the Section to register the entertainments, and
obtain exemption from tax, subject to the condition that tax will be paid if, upon produc-
tion of properly attested accounts, the Department finds that the expenses have exceeded
50 per cent. of the receipts. This arrangement is found to work excellently, and to save
time and expense to the Departrment and the public.”

1070. In his Seventh Annual Report, dealing with the financial years 1916-17 to 1919-20
(page 212), the Commissioner further remarks, in reference to this Section—

“Tn October, 1919, the Honorable the Treasurer, however, approved of refunds
of tax in respect of entertainments for— ]

(1) ¢ Welcome Home ’ or other such functions held on the return of soldiers;
(2) The purpose of raising funds for erecting Memorial Halls or other buildings
for the use of returned soldiers. 4

To secure a refund promoters must submit with their application evidence showing

that the proceeds of the entertainment are to be used for the purpose for which such
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entertainments are held, i.e., the proceeds have been definitely set aside for the building
of Memorial Halls or Club Rooms, and that this money cannot be used for any other
purpose. The amounts claimed are checked with the original returns made to the

Department, and if found correct the claim is certified and then forwarded to the
Treasury for payment.”

1071. Right of Entry.—Section 14 provides that any officer authorized by the Commis-
sioner may enter any place of entertainment at any reasonable time to see that the provisions
of the Act and the regulations prescribed thereunder are being complied with. The Actprovidesa
maximum penalty of £20 for the offence of preventing or obstructing the entry of an authorized
officer of the Department (Section 14).

1072. Offences and Penalties.—If any person is admitted for payment to any place of
entertainment in contravention ofthe Act, the person admitted and the proprietor are each guilty of
an offence. The maximum penalty in the case of the former is £5 and of the latter £50. In
addition, the proprietor is made liable for the unpaid tax (Section 15).

Section 16 enumerates a series of indic%able offences (such as forging a die or stamp, fraudu-
lently mutilating any stamp with the intent that any use should be made of any part of the stamp),
the maximum penalty for which is imprisonment for fourteen years.

Other indictable offences constituted under Sections 17, 18, and 19 respectively involve
1ability to penalties of imprisonment for seven years, three years and one year.

Power is given under the Act, on information given before a Justice of the Peace on oath,
to search the premises of any person suspected of being guilty of an indictable offence and t0 seize
any machinery, implements or utensils applicable to the commission of such an offence (Section 20).

Section 21 authorizes the framing of regulations under the Act and the prescribing of
penalties not exceeding £50 for any breach of the regulations.

1073, British Entertainments Duty.—The Finance (New Duties) Act 1918, which imposed

Duties in respect of admission to entertainments, became operative in respect of these Duties on
15th May, 1916.

The Duties levied under the Act were the following :—

Where the payment, excluding the amount of A halfpenny
the Duty does not exceed 2d. :

Exceeds 2d. and does not exceed 6d. .. .+ One penny
" 6d. ” . 2s. 6d. .. Twopence
»  28.6d. » Bs. .. .. Threepence
' Bs. ' ’ 7s. 6d. .. Sixpence
» Ts. 6d. » ’ 12s. 6d. .+ One shilling
" 12s.6d. ,, " .. .. One shilling for the first 12s. 6d.

and one shilling for every 10s.,
or part of 10s. over 12s. 6d.

1074. Successive alterations in the above rates were made under the Finance Acts of 1917,

1918 and 1919. The rates fixed by the Finance Act 1919 came into force on 1st October, 1919, and
are as follows :(—

Where the payment, excluding the amount of A halfpenny
the Duty, does not exceed 21d.

Exceeds 24d. and does not exceed 4d. .. .. One penny
’ 4d. . ’ 41d. .+ One penny and a halfpenny
., 41d. - ’ 7d. .. Twopence
. 7d. " » o 1s. .. .. Threepence
. 1s. ' ’ 2s. .. .. Fourpence
,, 2s. » . 3s. .. .. Sixpence
’ 3s. ’ ’ Ds. .. ... Ninepence
. Bs. ’ ) 7s. 6d. .. One shilling
» o 78.6d. ”» ” 10s. 6d. -+ One shilling and sixpence
’ 10s. 6d. ,, ’s 15s. .+ Two shillings
) 15s. ’ ’ .. +« Two shillings for the first 15s.,

and sixpence for every Bs., or
part of Hs. over 15s,
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1075. The Commonwealth Entertainments Taw Assessment Act 1916, the South Australian
Stamp Act Further Amendment Act 1916 (so far as it relates to Amusements Duty), the Tasmanian
Amusements Duties Act 1916, and Part II1. of the New Zealand Finance Act 1917 (relating to
Amusements Tax) are each modelled largely on the lines of the Imperial enactment.

1076. Some of the provisions of the British Act which differ materially from those of the
Australian Acts may be briefly referred to—

Exemptions.—The British Act provides—

1. That any question on the point of an entertainment being of a wholly educa-
tional character shall be determined, in case of difference, in England,
by the Board of Education; in Scotland, by the Scotch Education
Department ; and, in Ireland, by the Lord-Lieutenant.

2. Entertainments Duty is not charged on payments for admission to any
entertainment where the Commissioners are satisfied that the entertain-
ment is intended only for the amusement of children, and that the charge
is not more than 2d. for each person (1921 Act). ,

3. Duty is not charged in respect of an entertainment provided by a Society or
Institution not conducted or established for profit, which has been founded
with the object of reviving national pastimes, in furtherance of that object.

4. Duty is not charged in respect of an entertainment if the Commissioners are
satisfied that 1t is—

(2) Provided by a Society which is established solely for the purpose of
~ promoting the interest of the industry of agriculture, or some
branch thereof, or the manufacturing industry, or some branch
thereof, or the public health, and which is not conducted for

profit; and : .
(b) Consists solely of an exhibition of the products of the industry or
~ branch thereof, for promoting the interests of which the Society
exists, or materials, machinery, appliances or foodstuffs used in
the production of those products, or of articles which are of
material interest in connexion with the questions relating to the

‘ public health, as the case may be. o

Penalties.—The British Act provides that if any person acts in contraventionof or fails
to comply with any Regulation made under the Act, he shall be liable in respect
of such offence to an excise penalty of Fifty pounds. '

1077. South Australian Amusements Duty.—Part 1 of the South Australian Stamp Aot
Further Amendment Act 1916 imposes Stamp Duties in respect of admission to amusements.
Section 21 of the Act provided that Part 1 (relating to the Amusement Duty) should expire
on the 31st December, 1917, but this Section of the Act was repealed in November, 1917,
and Amusements Duty continues to be levied and collected as follows :—

Where the payment, excluding the amount of Duty—

(1) does not exceed threepence . .. One farthing
(2) exceeds threepence, but does not exceed :
sixpence One halfpenny

(3) exceeds sixpence-—for . every sixpence Or :
fractional part of sixpence of such payment.. One halfpenny

Members’ or season tickets o .. One halfpenny for every sixpence
or fractional part of sixpence of

the price of such ticket
In cases where properly constructed barriers or mechanical contrivances which
automatically register the actual number of persons admitted through or past
such barriers or contrivances as the means of gaining admission to an amusement
are permitted to be used in lieu of duly stamped tickets, Duty at such of the above
rates as may be applicable upon the total of the returns made by the promoter

of such amusement calculated as though the numbers registered had been tickets
issued.

1078. Several of the provisions of the South Australian Act relating to the Amusements
Duty were embodied without alteration in the Commonwealth Entertainments Tax Assessment
Act. which was enacted some two moths later; but the following provisions in the South
Australian Act may be compared with the corresponding provisions in the Commonwealth
Act :—

Definitions.—Section 5 of the South Australian Act contains the following definitions :—

“ Admission ” means admission as a spectator or one of the audience, and *“ payment on admission ” includes
any payment made by a person who, having been admitted to one part of a place where an amusement is
held, is subsequently admitted to another part thereof for admission to which a payment involving duty or
more dutv is required :
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“ Amusement ” means amusement (including, though without limiting the meaning of that term, concert,
recital, lecture, reading, entertainment of the stage, cinematograph or other picture show, dancing, boxing,
horse-racing, or other exhibition, performance, amusement, sport, game, or contest of any kind whatsoever)
to which persons are admitted for payment; and “admission to an amusement” includes admission to
any place in which the amusement is held ;

“ Promoter,” in relation to any amusement, includes the person, company, corporate body, or association having
the superintendence or management of the amusement, and also inclades the agent, trustee, manager, or
committee of any such person, company, corporate body, or association respectively, and also includes
any person responsible for the management of the amusement.

Exemptions.—Section 10 of the South Australian Act reads as follows :—
10. (1) Where, upon application being made by the promoter of any amusement to the Commissioner prior
to the giving of such amusement, the Commissioner is satisfied-— '

(@) that the whole of the gross takings or the whole of the net proceeds of such amusement are to be devoted
‘to charitable, patriotic, religious, educational, or scientific purposes, and
(b) that the estimated expenses, (if any) to be incurred in connexion with such amusement are reasonable,

he may give to such promoter a certificate under his hand exempting such amusement from the payment of amusements

duty, and such certificate shall be evidence that amusements duty is not chargeable on payments made for admission
to such amusement. : i

(2) If the estimate of expenses.to be incurred in connexion with such amusement is exceeded, any certificate
granted under sub-section (1) hereof with respect thereto may be declared by the Commissioner to be null and void, and
thereupon— -+ SRR ’ :

(2) the exemption hereby granted shall cease, and - S
(b) the promoter to whom the same was granted shall be liable to a penalty not exceeding Twenty Pounds,
unless he satisfies the Commissioner that such excess could not reasonably have been foreseen,

(3) Amusements duty shall not be charged on payments for admission to any agricultural, horticultural,
floricultural, poultry, dog, or other like show. o :

Penalties.—Section 20 of the South Australian Act provides that any contravention
of or failure to observe any provision of the Act shall be an offence, and that every persoh guilty
of an offence for which no specific penalty is prescribed shall be liable to a penalty not exceeding -
£30 or to imprisonment for a period not exceeding twelve months.

Section 18 (2) of the South Australian Act provides that any regulation made under |
the Act may fix penalties not exceeding in any case the sum of £10 for any breach of the same or
any other regulation. ‘ . ' :

1079. Tasmanian Amusements Duty.—The Tasmanian Amusements Duties Act 1916 (assented -
to on 23rd December, 1916) was amended by the Amusements Duties Amendment Act 1917 (assented
to on 8th February, 1917) in order to bring the measure into closer harmony with the
Commonwealth Entertainments Tax Assessment Act and to facilitate the collection of the Duty
by the Commonwealth. Under the existing arrangement specifically authorized by Section 5a of
the Tasmanian 1917 Act, the whole of the tax leviable under both the Commonwealth and
Tasmanian Acts is collected by the Commonwealth, the portion belonging to the State being then
handed over-without any deduction for the expense of collection. In consideration of this arrange-
ment, the services of the State police in the way of supervision, &c., are given free of charge.

1080. The Rates Schedule of the Tasmanian Act is as follows :—
Amusements Duty shall be payable as follows :—
1. Where the payment, excluding the amount of Duty—
(1) does not exceed sixpence .. .. One halfpenny
(2) exceeds sixpence, for every sixpence of One halfpenny
fractional part of sixpence of such
payment v
2. Members’ or Season Tickets .. .. One halfpenny for every sixpence
or fractional part of sixpence of
the price of such ticket

1081. It is only necessary to refer to the principal remaining points of difference between
the Tasmanian and the Commonwealth Acts :—

Ezemptions.—The Tasmanian Act, which includes as exempt from Duty payments for
admission to (amongst others) any amusement where the Commissioner is satisfied that—

“ the amusement is provided for partly educational or partly scientific purposes
by a Society, institution or Committee not conducted or established for profit,”
also provides that—
“ Where it is proved to the satisfaction of the Treasurer of the State that the
amusement is provided by any bond fide local registered band for the purpose of raising
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funds for the maintenance of such band, the amount of amusements duty charged on
payments for admission to such amusement shall be paid by said Treasurer to the pro-

moter.” : .
Regulations.—Penalties.—Section 29 of the Tasmanian Act provides (as in the case of
"the South Australian Act) that any regulation made under the Act may fix penalties, not
exceeding in any case the sum of £10, for any breach of the same or any other regulation. The
Commonvwealth Act, as previously mentioned, authorizes the prescribing of penalties, nob

exceeding £50, for any breaches of the Regulations. '

1082. New Zealand Amusemsnts Tax.—The rates charged when the New Zealand
Amusements Tax came into force on 1st November, 1917, were altered as from 1st January, 1922,
to the following :— '

Where price charged for admission does not exceed - Nil

ninepence o
Where price charged exceeds ninepence, but does One penny for every shilling or
not exceed three shillings and sixpence part of a shilling

Where price exceeds three shillings and sixpence ~ One penny for every shilling or
part of a shilling, together with,
in addition to the amount of
tax calculated as aforesaid, the
sum of one penny.

1083. Criticism by Witnesses.—The main criticism against a tax of this nature was voiced
by Theatrical Proprietors, whose view was expressed thus by a representative i—

“My contention is that the Amusement Tax is a ‘ Class Tax, that it is unfair in
its incidence. It is the only business whose customers are taxed for purchasing its goods.
The reason why I maintain it is unfair in its incidence is that it only affects but a limited
portion of the inhabitants. A great proportion of the population take their amusement
in other forms and are not taxed. It has affected the attendances in the cheaper parts
of the theatre, but, whether this is so or not, or whether the public can afford to pay 1,

is beside the mark, and in no way justifies a * Class Tax.” "

1084. Complaint was made to the Commission by representatives of Country interests as
to the delay in obtaining registration under the Commonwealth Act, ‘especially in the case of
the more remote districts, but this has since been rectified by enabling registration to be effected
with local Postmasters.

1085. Evidence was submitted by representatives of certain Musical Societies in support
of their claim for immunity from tax under Section 12 (d) of the Act, on the gronnds that their -
entertainments were provided for partly educational purposes, and that their Societies were not
conducted or established for profit. (Under the departmental interpretation of the Act as
expressed in Office Order No. 209 such entertainments are taxed). :

1086. A suggestion was made by one witness, who was the Secretary of a Musical Society,

that a new sub-clause should be added to Section 12 of the Act, to read as follows :— :

““ (¢) That the entertainment is provided wholly or in part for musical education

or for the promotion or cultivation of love of music, or to raise funds for any of suc}}
purposes by a Society, institution or Committee not conducted or established for profit.

1087. We are of opinion that the principle upon which liability to tax should be d:etermmed
in the case of a Musical Society is already expressed with sufficient clearness in sub-section (d) of
Section 12, under which exemption from tax is granted in the case of an entertainment which 18
provided for partly educational purpeses by a Society, institution or Committee not conducted or
established for profit. : R

1088. In cases arising under this sub-section, taxability rests upon questions yvhich, if
forming the subject of dispute, might, in our opinion, be suitably referred for final decision to the.
Board of Appeal. ' ' ,

Tax

1089. Comments on Suggested Amendments of the Commonwealth Entex;tainments
Assessment Act.—We are officially informed that amongst the amendments which have been
recommended to the Government are the following :— S

(1.) To amend Section 2 (Definition of *“ Admission ) to malke taxable payments for
articles supplied by a proprietor for the purpose of the entertainment—sucl 2
skates. :
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Ifitis, as we assume, suggested that a payment for the hire or use of articles supplied by a proprietor
should be made taxable, we think the suggestion a reasonable one, provided that such payment,
together with the sum paid for admissien, amount {o at least the preseribed minimum payment for
admission upon which lax is levied. :

(2.) Towiden the definition of ““Proprietor ” so that persons who apply for registration
of an entertainment cannot later claim not to be the ‘ proprietors” of an
entertainment and therefore to be not liable for the tax. :

We consider the suggestion a reasonable one, subject to the right of an applicant to withdraw from
liability upon giving notice within a prescribed time prior to the entertainment.

(3.) To provide for the full amount of any security bond becoming payable to the
Commissioner on breach of conditions of the bond. At present only the tax
can be retained, which cannot be ascertained if the proprietor refuses to make
returns.

We do not approve of this suggestion. In our opinion the security furnished in accordance with
Section 8 (1) of the Act should be regarded as in the nature of an indemnity. The arbitrary forfeiture
of the full amount of the security bond because of failure to furnish a return might in many cases
mean the infliction of an unduly severe penalty. The failure or refusal to furnish a return will,
we consider, be adequately met by empowering the Commissioner to issue a default assessment,
as suggested in the succeeding paragraph.

(4.) To enable the Commissioner to make a default assessment in certain cases, this
being a power given in all other Commonwealth Taxation Acts. This power
is necessary where proprietors refuse or neglect to furnish returns or, furnish
returns obviously incorrect. :

We concur in this suggestion. (See recommendation in preceding paragraph).

(5.) To exempt from tax entertainments for the purpose of erecting or furnishing
memorial halls, club rooms and other similar buildings for the use of returned
soldiers, provided—

(a) that no political purpose is to be served by the entertainment ;

(b) that the entertainment is not for the benefit of persons other than
returned soldiers or their dependants.

We concur in this suggestion.

(6.) Power is sought to make it an offence to fail to pay to the Commissioner within
seven days after an entertainment the tax collected. In a recent actual case,
the tax collected was not paid to the Commissioner, but as there was no evidence
of a criminal offence prosecution had to be dropped. A severe penalty (£100
or twelve months’ imprisonment) is suggested.

We consider it reasonable that failure on the part of the proprietor of an entertainment to remit
tax collected to the Commissioner within a reasonable time should involve a penalty by way of fine,
in addition to the tax.

In this connexion, Regulation 474, which came into operation in March, 1919, appears to
afford the necessary protection to the revenue. The Regulation reads—

“ Any proprietor who, without lawful excuse (proof whereof shall lie upon him),
fails within seven days after the close of an entertainment, to pay to the Commissioner
the tax due in respect of the entertainment shall be guilty of an offence. Penalty:
Fifty pounds.” :

~(7.) Ttis proposed to insert a section relating to secrecy and non-production of official
documents similar to that found in other Commonwealth Taxation Acts.
We concur in this suggestion,

1090. Note.—We desire it to be understood that while submitting recommendations for
amendment of the Commonwealth Entertainments Tax Assessment Act (the continuance of which
may be a temporary necessity), we adhere to the view already expressed in our Second Report (para-
graph 249) that, as part of a scheme for the allocation of subjects of direct taxation between the
Commonwealth and the States, the power to impese Land, Probate or Succession, and Entertain-
ments Taxation (the existing forms of direct taxation other than that of Income Tax) should be

exclusively vested in the States, subject only to the overriding powers of the Commonwealth in
the case of war.
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1091. Board of Appeal.—In our opinion, the functions of the existing Board of Appeal
(appointed under the Income Tax Assessment Act) should be extended to admit of its hearing appeals
arising under the Enfertainments Tax Assessment Act. Such extension of the Board’s functions
would, we think, be justified for the same reasons as have been advanced in support of our recom-
mendations with regard to the Board of Appeal under the Income Tax, Land Tax and Estate Duty
Assessment Acts. g

1092. Consideration of Objections.—The main objections raised against an Entertainméﬁfs:
Tax briefly summarized are :— oAt

1. That from its nature, while certain forms of amusement and recreation are made
contributory to the revenue, others are necessarily free from any such contri-
bution; and BN

2. That the forms of dmusement and recreation subject to the tax are essential to
the mental, moral and physical well-being of the community, and should there-
fore be encouraged or at least countenanced rather than penalized by the
imposition of any additional charge in the form of tax upon their patrons.

‘ (1093, With regard to the first-named objection, as to the partial applica‘tion of the
imposition, in our opinion that is not a conclusive objection as it would obviously not be
practicable to apply a tax of this nature to all forms of amusement or recreation. ' e

1€94. With regard to the second objection raised against the tax, viz., that the forms of
amusement and recreation subject to tax are of special value to the community, and should
therefore be encouraged rather than penalized, any assumption that the imposition of the tax
has tended to discourage participation in these forms of amusement and recreation would geem
to be rebutted by the facts available to us. For example the statistics published in the Seventh
Annual Report of the Commissioner of Taxation, supplemented by later particulars furnished
by the Department, disclose the following information :— .

Perlod of Collectlon. Total Number Admissions. Total Tax.
‘ ’ £ s. d.
1st July, 1917 to 30th June, 1918 .. 32,375,389 238.396 12 1
. 1918 ” 1919 . 56,174,994 354,662 19 4}
1 1919 N 1920 . 95,866,621 551,317 3 11}
" 1920 ’ 1921 .. 101,286,921 643,800 0 0
” 1921 ” 1922 .. 101,092,221 674,931 0 0

1095. Probable Revenue Effect of 1922 Changes in Rates.—The particulars furnished of the
Commonwealth Collections of Entertainments Tax for the year 1919-20 in Schedule No. b of the
Commissioner’s Seventh Annual Report disclose the fact that over one-fourth of the total amount
of the tax for that year was paid in respect of prices of admission (excluding tax) of less than 1s.
This would suggest that the recent amendment in the rate of Tax (see paragraph 1063) will,
upon last year’s figures, involve an annual reduction in Revenue of at least £150,000.

1066. Entertainments Tax—Should it be permanent ?—As a War-time ‘measure, the Enter-.
tainments Tax met with butlittle opposition, as it did not seem unreasonable that those who had
time, inclination and means to indulge in certain forms of sport and amusement should be required
to contribute to the national funds. Tt is significant of an altered attitude towards Commonwealth
Taxation of this nature that a Bill to repeal the Act was passed by the House of Representatives
in 1921, though it was defeated in the Senate. 5

1097. We regard an Entertainments Tax in the scheme of National Finance as heing in the
nature of emergency legislation, the repeal of which should ke considered as soon as the public
finances admit. While it is apparently freer from administrative difficulties and is less costly to
collect than other forms of direct taxation, on economic grounds it is open to the objection that 1t
incidence is necessarily partial and unever. It has not been in force sufficiently long, nor have
the conditions under which it has operated approached nearly enough to the normal, to enable
us to express a confident opinion as to its social effects. '




272

SECTION XLV
WAR-TIME PRO‘FITS TAX ASSESSMENT ACT 1917-1918.

1078. This Act applies “ to the profits of any business arising up to the 30th June, 1919.”
The operation of the Act, therefore, was exhausted some time before the commencement of our
inquiry, except in respect of outstanding or unissued assessments. Early in our investigation we
learned that the number of outstanding and unissued assessments was very considerable. The
difficulties of administration of this highly complex Act may be gauged from the fact that (as we
are informed) even at the present date, January, 1923, the issue of assessments has not been
completed. '

1099. The Act provides— | S
“27. (1) There shall be a Board or Boards of Referees to be appointed by the

Governor-Ceeneral. ; _
(2) The Board 6f Referees shall consider such cases as are referred to it by the
Commissioner and as are prescribed.”

No Board of Referees was, however, appointed, and this omission was a subject of complaint
by many witnesses. i

1100. In view of the number of still unsettled cases and unissued assessments under
the Act, we recommend that the Board of Appeal constituted under the Income Tax Assessment
Act 1915-1921 be given similar powers of adjudication in relation to matters arising out of the War-
time Profits Tax Assessment Act. g K :

If this recommendation and the similar recommendations in respect of Land Tax, Estate
‘Duty, and Entertainments Tax be adopted, the result will be that the Board of Appeal will be
empowered to act in relation to matters arising out of all the Taxation Acts administered by the

Commonwealth Commissioner of Taxation.
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APPENDIX No. 10.

(SeE Paracrary 984 or THE REPORT.)

@ .
COMMONWEALTH AND STATE DEATH DUTIES.
LOWEST RATES (NEAREST RELATIVES). HIGHEST RATES (DISTANT RELATIVES AND STRANGERS IN BLGOD).
Total : Total
v}éﬁé}f (;(?i Probate granted in— Tax Payable to— Probate granted in— 1.}"91;1 ew of
£ v Wslate,
South Australia. . iSouth Australia-
Now South .k s 150 4 Western , New South . ! - . Western .
Wales. Yzcvoria. Queensland. pc(:ﬁ?nexa }fg..ﬂ(}))&) Australia., Tasmunia. Walch, Victoria, Queensland. - yéﬂﬁ?.\'uj\sg.{\&.) Australia. Tasmania,.
£ £ 8 d £ & d £ s d £ s d £ s d £ s o £ s d £ & d £ s d £ s d £ & d. £ e d £
200 .. . . .. 100 - State . .. . . . 8 0 0 20 0 2 0 0 20 ¢ 0 200
.. . .. Commonwealth .. . . . e .. ..
. . B 100 . Combined Taxes .. .. . 8 0 0 20 0 0 2 0 0 20 0 0
.. .. .. 0-50 Percentage Combined Taxes to .. . 400 10-48 7-00 10-00
Yotal Value of Estate
500 .. . 5 0 0 315 0 210 0 . State .- .. . .. 1210 0 25 0 0 5 0 0 5 0 0 50 0 0 500
.- .. . .. Commonwealth .. .. . . .. . .
5 0 0] 815 ¢ 210 O Combined Taxes .. . 1210 O 25 0 ¢ 50 0 © 5 0 0 50 0 0
. 1-00 075 0-50 Percentage Combined Taxes to . 2-50 5-00 1060 1-60 10-00
Yotal Value of Estate
1,000 .. 10 0 0 20 0 0 13 0 0 0 06 0 20 0 U | State .. . .. 36 18 4 50 6 0 100 0 0 20 0 0 100 0 € 1,000
. .- .. .. .. Commonwealth .. .. . . .. . ..
10 0 0 2 0 0 13 0 0 10 0 0 20 0 0 Combined Taxes .. .. . 36 13 4 50 0 0 160 0 0 2 0 0 06 0 0
.. 160 2-00 1-50 1-08 200 Percentage Combined Taxes to 2-66 5-00 16-00 2-00 10-00
Tofal Value of Estate
1,500 15 0 0 2210 O 35710 0] 2210 0 22 10 0 37 10 0 | State .. .. .. 30 0 0 60 0 0 105 0 0 150 0 0 45 0 0 150 0 © 1,500
918 0 917 0 915 0 $17 0 917 0 9 15 0 | Commonwealth . - ‘14 14 0 4 8 0 1819 0 1310 0 1411 0 1310 0
2418 0 2 7 0 47 5 © 2 70 32 7 47 5 O | Combined Taxes .. . 4414 0 74 8 0 118 19 0 163 10 0 5% 11 0 193 10 0
1-66 2-157 3-15 2-1587 2-157 3-15 Percentage Combined Yaxes ip 2-83 4-96 7-83 10-20 3-97 10-50
Total Value of Estale
2,000 20 6 0 30 0 0 50 0 0 86 0 0 30 0 0! %« 50 0 0] State .. . .. 0 0 0 8 o 0 140 0 0 200 0 0 g ¢ 0 200 6 0 2,000
13 40 13 2 8 3 0 0 12 16 0 13 2 8 13 6 0| Commonwealth .. .. 1912 0 19 8 0 1812 ¢ 1% 0 0 19 8 0 15 0 0
33 4 0 43 2 8 63 0 0 92 16 0 43 2 8§ 63 0 0| Combined Taxes .. .. 39 12 0 104 3 0 158 12 0 218 0 0 79 & 0 218 0 0
1-68 2-162 3-1% 384 2-162 315 Feycsntage Combined Taxes fo 2-93 5-207 7-33 10-20 3-97 080
Total Value of Estaie
2,000 30 0 0 00 ¢ 0 96 13 4 35 00 6 0 0 85 0 01! State . . 60 0 0 142 16 0 230 0 0 360 0 0 120 ¢ 300 0 0 3,000
2318 3 28 4 0 23 4 6 2218 5 2810 5 23 6 5| Commonwealth .. B 5 7 34 510 35 410 32 8 0 3411 2 2§ 0
5315 3 123 4 0 119 17 10 157 18 5 8310 § 108 6 5| Combined Taxes .. . 95 5 7 176 15 10 263 4 10 332 8 0 154 11 2 2 05 ¢
1-762 4-107 2-9536 5-26¢ 2784 3-811 Parcentage Combined Taxes fo 3-176 5893 8-775 11-08 5152 1168
: Total ¥alue of Esiate
4,000 30 0 146 13 4 128 17 @ 180 9 0 80 0 0 126 13 4 | state .. .. . & 0 0 210 06 0 306 13 4 400 0 0 160 0 0 00 0 0 4,000
3619 2 3519 3 36 2 8 4518 1 3609 36 2 0! Conmnonwealth .. . 54 17 7 53 1 2 51 14 % 30 8 0 5815 2 50 § 0
7619 2 182 12 7 165 0 & 215 13 1 116 11 9 162 16 ¢ | Combined Taxes . 184 17 7 23 1 2 358 7 6 450 8 0 218 15 2 450 8 0
1-924 4-566 4128 §-281 2-515 2-070 Percentage Combined Taxes o 3-372 5-576 3-959 11-26 5-344 11-46
Total ¥alue of Estale
5,000 30 0 O 200 0 0 172 4 5 250 0 0 125 0 O 173 0 O | State .. .. 100 0 0 287 10 0 416 18 4 500 0 0 250 9 0 300 0 0 3,000
5216 0 51 4 0 51 9 11 3013 4 32 0 0 51 9 4| Commonwealth .. 8 S 0 73 8 0 73 6 720 ¢ 76 0 0 72 0 0
10216 0 251 4 223 14 4 300 13 ¢ 7T 0 226 9 4 Combined Taxes . 178 8 0 362 18 0 490 9 0 572 0 326 0 0 572 0 ©
2-056 5-023 4-474 6-013 3-54 4By Percantage Gombined Taxes 1o 3-558 7-288 9-80 1148 5-62 11-44
Total Yalue of Estate
7,500 262 10 0 356 5 0 125 0 0 487 10 © 240 0 D 300 0 0 State .. .. 262 10 0 480 0 0 5 00 750 0 0 480 0 0 750 00 7,500
106 3 0 104 15 6 103 15 4 10217 © we 9 T 105 12 Commonwealth ) 158 4 € 154 8 10 147 15 O 148 16 © 154 8 10 148 10 0
38313 0 461 0 © 528 15 4 590 7 € 546 @ 7 405 12 0 | Combined Taxes .. .. 421 14 6 634 8 10 922 19 ¢ 888 ¢ O 634 8 10 388 10 0
3-515 6-147 7-050 7371 z-co5 5-408 | Percentage Combived Taxes to 5-623 3-459 12-305 11-92 3-259 1398
Total Value of Estate
10,000 450 0 O 500 0 0 633 6 8 750 0 0 $10 0 O 425 0 0| State .. . 450 0 0 880 0 O] 1,16613 4| 1,500 0 @ 680 0 0] 1,000 0 0} -10,000
185 10 8 164 18 4 162 7 4 166 6 8 166 8 10 165 19 4 | Commonwealth N 248 6 0 242 6 5 212 0 0 W4 0 0 248 6 3 216 0 0
615 10 8 664 13 4 795 14 O 90 6 8§ 506 8 10 390 19 4 | Combined Taxes .. 698 6 O 922 6 5] 1,37813 41 1,704 0 © 922 6 5| 1,216 0 O
6155 G-5466 7-957 5103 5-964 5-010 Percontage Sombined Taxes fo §-983 §-222 13-737 17-04 9-223 12-16
Total Value of Estate .
15,000 Mme 0 0 840 0 O 1,050 0 0| 1,850 0 § 815 8 O 750 0 01 State .. .. 900 0 0] 1,280 0 0] 1,850 0 0} 220 6 0! 1,236 0 0] 1,500 ¢. 0! 15000
388 8 O 339 16 10 316 4 0 300 8 0 345 4 10 542 0 0 | Commonwealth . 507 12 © 168 3 7. 4314 0 0% 0 ¢ 468 3 7 459 0 0
1,238 1,179 16 101 1,366 4 0] 1,659 8 ¢ 060 4 101 1,092 0 O ! Combined Taxes ] L407 12 0 L6938 3 7r] 289514 0] 2658 0 O 1,08 3 7| L9% 0 O
$-256 7860 £-308 11-063 §-402 7-280 Percentage Cowhined Taxes to 9-384 11-221 15-958 $7-72 11-331 13-86
Total Value of Estate
20,000 | 1400 0 0| 12 51 1533 6 S| LSOD 0 O] 830 0 0 1 State .. Y © 1,900 2,866 13 4| 4000 9 0] 1,9 2, 20,000
90, 200 0 0 . 1,080 0 0 400 0 O) 1,000 0 0] 2,866 1 4,000 0 C 1,000 0 0 2,000 6 0} 20
54512 0 8L 9 & 541 13 9 533 :7 4 584 4 0 554 19 9 | Commonwealth . 813 8 0f 76 8 0 71912 0 608 © 0 796 & © 56 0 0
1,945 12 0% 1,751 9 4] 2075 0 51 283331 4] 1,534 4 0| 163419 9! Combined Taxes L] 2218 8 0 2656 8§ 0 358 5 41 4608 0 0] 2086 8 0] 27.6 0 0
5')-72?"" 8-757 19-375 11-664 7-671 3-175 Percentage Combined Taxes fo 11-092 13-482 17-431 23-04 13-482 13-78
Total Value of EZstate
mmo?)?)— 2,400 0 O] 1,980 0 Q] 2700 0 0] 3000 0 0 1,500 0 01 1920 0 0| State .. ..] 2400 0 0} 3000 ¢ 0] 5100 ¢ 0 4800 0 0| 3,000 0 0} 8000 ¢ O} 30,000
’ 114016 0 1,10510 5| 1,128 8 0] 1,080 o €| 1216 0 0| 1198 1 7| Commonwealth D] L7114 0 1,620 0 0 1,354 8 O 1,286 0 U] 1,620 0 0| 1,820 0 O
3,540 16 0 3,195 10 41 3,828 8 0§ 4,080 0 O 2,716 ¢ 0} 3,118 1 7| Combined Taxes .. .. 4,113 4 0} 4,620 0 O 6,404 & 0] 7,206 0 0 4,620 0 0] 4,620 0 0
11-803 10-585 12781 1368 2.053 10-394 Percentage Combined Taxes to 13704 1540 21648 2432 15-40 15-40
: Total Yalue of Estate
T 5 0 U 2800 0 O 3,866 15 4 4,000 0 O 2,060 0 0 2,880 0 01 State e . 3,600 0 0 4,000 0 O 7,888 & 8 8000 0 0 4,000 0 O 4,000 ¢ 0 40,000
#0,000 1(;)%) 6 8| 203312 0 1097 2 3l LA2 0 O] 2077 6 81 20 4 6 Commonweaith ] 2him o 0] 2808 0 0] 2352 © o] 2,240 0 0 2808 0 0] 2808 0 O ’
554r 6 3| 4,833 12 0 579315 7 582 0 6] 4077 6 S| 4800 4 6} Combined Taxes 6512 6 0 6808 0 0] 0,68 © 8] 10240 0 06| 6,88 0 0| 6808 0 0
13-853 12-683 4484 14:68 10-193 12-273 Perceniage Tombined TYaxes to 1328 17-02 24-213 25.60 1782 . 17-02
Total Value of Estate )
e R o 5800 © 0] 56615 4] 5000 0 0] 2500 0 0] 8900 0 0 State . ..l 5000 6 0] 5000 © 9,838 6 8110000 0.0} 5000 0 0| 5000 0 0} 30,000
50,600 ;;228 8 8 iosg [ 3953 5 s 2830 0 O] 3280 0 0] 3075 6 3| Commonwealth S o4m20 0 0 B20 0 0] 253413 4] 8440 0 0] 4820 0 0] 4320 0 0
TTi88%0 0 0] 680 0 0! 8036 0 0] 788 0 o] 5730 0 0] 6978 6 8| Combined Taxes .. ] 9320 0 O 9,320 0 0 13,368 0 0] 15,440 0 O] 9320 0 0} 932 0 O
B 18072 15-76 11-46 13-947 | Percentape Combined Taxes io 13-64 13-84 26736 < 28- 69 18-64 15-52
Tolal Walue of Esiate
o000 | 6,600 5,500 0] 6800 0 O] 6600 0 0| 3000 0 O 4920 0 0] State .. L] 6600 0 Ol 6000 0 0} 12,600 6 G| 12000 6 O] 4000 0 01 6000 6 O 60,000
60,000 ggsg if. g 41:22 3 G 4068 8 0] 4058 & O 4560 0 0] 433219 3 | Commonwoalth o 608712 0 6156 0 0] 483416 O] 485c 0 0} 6136 0 0| 6156 0 O
10,658 & 0] 0,042 8 0| 10,658 & 0] 10,658 8 0 7560 0 0| 925219 3 | Combined Taxes L. 12,687 12 0] 12156 0 O 17,434 16 O] 148806 0 0] 12,156 O O] 12,156 0 ©
17764 15237 17-784 17784 1280 15-422 Persentage Sombined Taxes fo 21146 20-26 25045 2816 20-28 20-48
Teolal Value of Estale
wwwwwwwwwww " 0 0! 086613 41 0600 0 0! 4006 0 0 7360 O U State .. .. L. ] 10400 0 O 8000 0 O 1680 € 9 16000 8 0] 8000 0 0] 8§60 ¢ 0] 86,000
80,000 | 10490 %% ,‘,:%gg b 0l 6w ib 5| buss 2 S| 7600 0 0] T264 0 0| Commonweaith .. Tl 1036112 6l 10800 0 0] SM6816 0] w576 O O] L0800 O 0 10,860 8 0 '
17174 S 0] 14,480 O 0 1686 9 9| 16,546 2 13,600 0 O 14,624 O O | Combined Taxes .. .. ] 20,561 12 0] 18,800 0 0 25,268 16 0 | 24576 0 18,500 0 0} 1880 0 ©
T erass | 1610 | 20-983 | #0683 1250 15-28 | porcentage GCombined Taxes to 25702 23-50 31588 36-72 2350 22-50
Total Value of Estale
e e T hE00 6 0| 15,006 15 41 13,000 0 01 5000 0 0] 10,000 0 0 | State .. .o} 16000 © 0 10000 G O 21,000 0 0] 20,000 0 0 19000 ¢ 9| 10,060 O 0| 100,600
200,000 1 1385 0 0! %% o 0] Hes 6 8| £700 0 0] 5500 0 0| 000 0 0| Commonweaith S112,70 0 0 13,500 0 0 11850 0 0] 1000 0 O] 13500 6 0| 14500 0 O
335600 0 0] 18820 0 ©) 22300 0 0| 20,760 © 0| 14,500 0 0| 19,000 0 0| Combined Taxes .. .~ ] 20750 6 0 23500 0 0 32,800 0 O 52000 0 0 2,500 0 ¢ 23500 0 ©
T g0 18529 2530 YR 14-50 18-00 | Porcentage Combined Taxes io 27-75 2350 32-85 3200 2350 495-560
Tetal Yalue of Eshate
~~~~~~~~~ | 15500 0 0| 19406 15 4] 16250 0 0| 6,250 0 0| 12500 0 0 | State . o S| 21875 0 0 1,500 0 0| 26250 0 0| 25000 O O 12560 0 0| 12500 0 0| 125000
126,000 %})fga 0 10950 0 0] 10588 6 8| 10,575 0 6L 11875 0 0] 11250 ¢ 0 | Commonwealth .5 ] 1546815 6] 16875 0 0] 1481210 of 15000 0 0] 16873 0 O 1687 6 6 ’
TamisT 1001 28,450 0 0| 20,750 0 b 27195 0 0] 18,125 0] 23,750 0 O | Combined Taxes 87,343 15 0 20,375 0 0 41,062 10 0 | 40,000 0 0| 20,378 20,375 0 0
22575 1 18.00 23-80 2170 12-50 19-08 | Povcentage Gombined Taxes fo- 23-875 23-50 32-85 32-09 23-50 23-56
= ) Total Valwe of Estate . - [ .- ’

T Sy v y—,(mo” 0 0] 24000 0 01 22500 0 0 7,500 p O 15000 O 0 R .| 29,250 0 0] 15,006 6 O 31,560 0 0 20,000 O O 15000 @ O 15000 © 0| 150.000
150,600 f;’é;‘; 8 8 15,500 6 0] 32600 0 0 12750 © 0 14250 0 0] 15500 O O | Commonwealth 0. . .0} 1811210 0] 20250 0 0| 17775 © o] 18000 6 0] 20230 0 6] 20280 ¢ o) -
41,325‘ 0 6] 28500 0 O 36,800 0 0| 35250 O 0} 2,750 0 0| 28,500 0.0 | Combined Taxes . ... 5]47,36210 0 35250 O O 49275 © O] 48,000 0 0| 85250 O 0| 85,250 © 0
- 1900 2640 - 23-50 14-56 1200 | Percentage. Sombined Taxes to | - 31-578 23-50 3285 32-c0 2350 2350

. Yotal Value of Estate E
T ean.000 | ¢ 20,000 0 0 92,000 0 0] 35000 0 0] 10,000 0 0| 20,000 O 0| State - e T 20,000 0 O} 42,000 0 | 40,000 O 0} 20,000 0 0] 20,000 0 O] 200,000
200,000 | 40000 0 01 3000 © 0| 16500 0 0 16,500 0 0| 10,000 0 0| 18000 0 O Commenwealth, - l. 27,000 0 O 23,706 0 0] 24000 © 0] 27,006 0 0| 2r000 6 O ’
56,000 0 O] 38000 0 O] 48,800 0 0| 51,500 0 O 20,000 0 0 38000 O 0| Combined Taxes - 47,000 0 O} 65700 0 G 64000 O O | 47,600 0 0] 47,000 0 O
2506 13-60 2440 2575 1458 T19:g0 entags Gam a0 | 32 5200 | 2250 7350
o o v payable to the Commonwealth varies in the difierent Stabes in consequence of the Duty‘nid to tho States being allowed as & deduction from the value of the estate.
Wowis.—The amount of the Duty piyable Suty,in addition to Suceession Duty.

Phe Duties payable to the
.S!aulh Auxzr}:lii.-— As the Soath Aust
in the (-olum:,\ds headed © South
I the estate of a deccnsyl
! the four ghares would be £1,000.
st Kates, the Stafe Duty
as is shown i column, £4,000.
000 has been given,
tiich relate to proper

the Highe
would Le, ¥
It & properby of £:20,
figures above W

State of

d person in South
o s If the wiole estate

Australia ” are comparable 1 : . ‘
Austpalia, say of £20,000, were left in equal shares to four porsons coming within Lowest Rates—Nearest Relatives—ihe State Duty on cach shaxe would be £250, and hence the total Duty on
. If the four persons Giking in egual shares tho estabe of £20,000 were all liable to
on each share would be £500, and hence the total Duty on the four shaves would be £2,000. If the estate had been leff to one person only, who was taxanie at tae Lighest Rates, the state Duty

Queensiand inchude for all estates exceeding £300 in value 1 per cent. Probate
ralian succession Duty Aeb (difforing in tiat respect from bhe Acts of the Cominoawealth and of the other 3tites) imposes Duby scpsrately upon each iadividual Intersst passing at death, tho particulurs

with those given in the other columus only where a succession fn South Australia represents the whole estate of a testatos.

or scerued in equal shares o fouv perse

had been left to one person only the State

The Duties payable at lowest rates to the undermentioned States at points wheye increased
rates operate are worthy of notiee -

New South Wales

Victoria

Queenstand (Probate and Succes-

sion Dutles combined)

South Anstealia

st Additional Duty
Hstate | pape of dax. | Tax Payable. | o be paid for the
Value. £1 added Value.
£ per cent., £ s, d. £ s 4o
. 5,000 1 30 0 0
5,001 125 0 © 066
2,000 80 0 0
2,001 66 12 8 3612 8
2,500 62 10 0
2,501 3011 9 18 1 9
5.000 w2 45
5,001 250 1 © T 16 7
1,009 2019 8§
2,000 8 0 o 0 U 4

PASI1Z

uby would be, as shown I the column, £1,560.

ng under a seltlement or dead of 9ift, and those persons are taxable under the Lowest Rates, the State Duty in South Awvstralia is slightly higher thar the
ty passing by will or intestacy, but the Duty is the same where the yersons are taxable under the Highest Rates.

The Duties payable ab highest rates to the State of South Austealia at the points where
increased rates operabe are wo-thy of notice +—

Eatate Value.

Rate of Tax.

Tax Payable,

Additional Duty to be
paid for the £1 added

Value,
£ 1®r cent. £ sodl £ PR
9.999 10 999 18 ¢
10,000 18 1,500 0 o 800 2 0
19.989 16 2999 17 ¢
£0,000 20 #4006 ¢ O 1,006 3 o
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APPENDIX No. 15.

TapLE comparing the Duties payable under the present Commonwealth Estate Duty Act with those which would be
payable under a Succession Duty, as described in paragraph 897 of Report.

The Table (so far as it relates to Succession Duty) assumes—

1. An average of 2} su
2. A progressive scale of
7.5 per cent. and
3. The application of a flat r

ceessions to each estate
rates terminating ab a value of £15,000, at which point the average rate is
the rate on the highest £ is 15 per cent;
ate of 15 per cent. to so much of the value of a succession as exceeds £15,000.

i

I

A. I B. C. D. . F. G. H. J.
Present Commonwealth Tstate Duty. Suecession Duty.
Taxable . ot | e
J“J&l"iigf« Average | Rate per N . oo | Total HtoC.] exceeds H.
T, o succession, t. mount of Duty t s
s | x| Amountor | thatis Tale Do | st & | on oach snccession|  Duty on estate
Estate. | cent. Duty. value in value in {in Column | value, Column D. (G x 23).
Column A - D
divided Columa D. .
by 23
£ £ & d £ £ s d. £ s d. £ s d
2,000 { 1-0 2 0 0 800 4 8 3 4 0 8 0 0| 40 12 0 ¢
3,000 | 1-2 36 0 O 1,200 6 1-2 7 4 0 18 0 © 50 18 0 0
4,000 | 14 5 0 0 1,600 ‘8 16 1216 O 32 0 0 57 24 6 0
5,000, |16 80 0 0] 2,000 10 2-0 20 0 0 50 0 0| 62°5 30 0 0
7,000 | 2-0 140 0 O 2,800 1-4 2-8 39 4 0 98 0 0 70 42 0 0
10,000 } 2°6 260 0 O 4,600 2:0 40 80 0 O 206 0 O} 77 66 0 O
15,000 | 36 540 0 O 6,000 3¢ 60 180 0 O 450 0 0O 83 g0 0 O
20,000 | 4°6 920 ¢ O 8,000 40 8-0 320 0 O 800 0 0| 87 120 6 ©
25,000 | 5:6 | 1,40 0 0 | 10,000 5-0 100 800 0 O 1,250 0 O 89 150 0 0
30,000 | 66| 1,960 0 0| 12,600 60 12-0 720 0 O 1,800 0 0§ 90 180 0 O
*34,365 | 7°6 | 2,611 14 10 13,746 6-87 1375 944 15 3 2,367 18 2 905 249 16 8
86,000 | 78| 2,808 0 0| 14,400 72 14-4 1,036 16 0O 2592 0 0§ 91 216 0 O
37,500 | 8-2 | 3,075 0 0| 15000 .. 75 150 1,125 0 O 2,812 10 0} 915 262 16 ¢
50,000 (10-6 | 5,300 0 0 | 20,000 { lg,ggg a.: 1’;'5} 9-37 15-0 1,875 ¢ O 4,687 10 0 88 612 10 O
) : a
60,000 {12°6 { 7,560 ¢ O 24,000 { 13,880 a.g I';'5} 10-31 150 2,47 0 0 6,187 10 0 82 1,372 10 0
,000 at 1
70,000 {14+6 10,220 0 O 28,000 { %g,ggg az _ZS} 10-98 15-0 3,015 0 0 7,687 16 0 75 2,532 10 0O
3, ab 15
72,000 |15 10,800 0 0 | 28,360 { ig,ggg BJ;; 12'5} 11-09 150 3195 0 O 7,987 10 0 74 2,812 10 ©
R a
75,000 {15 11,250 0 0| 20,000 { ig,ggg a:z 1’;5} 11-25 15-0 33715 0 0 8,437 10 0| 75 2,812 16 ©
K ) a .
100,000 |15 15,000 0 0| 40,000 { é5,(§88 a:z 17'5} 12-19 15°0 4,875 0 0] 12,187 10 © 81 2,812 10 ©
5,000 at 15 |
125,000 |15 18,750 © 0 | 50,000 { %é,ggg az 1’;5} 12-75 15-0 6,375 0 01 1593710 O 85 2,812 10 0O
35, &
150,600 |15 22,500 0 0| 60,000 { 15,000 at 17'5} 13-12 15-0 7,875 ¢ 0| 19,687 16 O 87 281210 O
45,000 at 15 .
200,000 {15 30,00¢ 0 0| 80,000 { éf),gog at 1;5} 13-59 15-0 10,875 0 0| 27,187 10 0| 91 281210 ¢
5,000 at
500,000 {15 75,000 0 O {200,000 { 15,003 a,z 1’i"5} 14-44 150 28,875 0 0| 72,187 10 0 96 2,812 10 ¢
185,000 at 15 |
1,000,000 {15 150,600 0 © {400,000 { 15,600 at 7°5 14-72 15-0 58,875 0 0 |147,187 16 0| 98 281210 ¢
385,000 at 15

# The apparently anomalous degree of difference in this case between the amount of Estate Duty and Succession Duty arises from the fact that, under

the Commonwealth Tstate Duty, if the value of an estate exceeds any even £1,000, the rate appropriate to the next higher even £1,000 is applied,

If the scale of Succession Duty be extended till a maximum rate of 30 per cent. on the highest £ is reached at
£30.000, the Duty payable on Successions greater than £15.000 (estates greater than £37,500) compares with the Duty

payable under the Commonwealth Estate Duty Act as follows :—

50,000
60,000
70,000

72,000
75,000

100,000
125,600

150,000
200,000
500,000
1,000,000

106
126
i4:6

—

15
15

15
15

15
15
15
15

5300 0 O

7,560 0 O
10,220 0 ©
10,800 0 ©
1,250 0 O
15,000 0 O
18,750 0 ©
22,500 ¢ ©
30,000 ¢ 0O
75,000 0 0
150,000 ¢ 0

20,000
24,000
28,000

28,800
30,000

40,000
50,000

60,000
80,000
200,000
400,600

30,000 at 15
10,000 at 30
30,000 at 15
20,800 at 30

30,000 at 15
30,000 at 30
30,000 at 15
50,000 at 30
30,000 at 15
170,000 at 30
30,000 at 15
370,000 at 30

e, i, i, b, g, i,

[ N T e et

10
12
14

14-
15+

18-
21

20-0
24-0
280

28-8
30

30
30

30
30
30
30

2,600 ¢ 0 5,000 0 0
2,880 0 O 7,200 6 O
3,920 0 0 9,800 0 0
4,147 4 0 10,268 0 O
4,500 0 O | 11,250 0 O
7,500 0 0| 18,750 0 O
10,600 0 0| 26250 0 O
18,500 0 0| 33,7560 0 O
19,500 0 0| 48,7750 0 0
55,500 0 0 |138,750 0 0
115,500 0 -0 |288,750 0 O

94
85
95

34
24
‘89

96
100

126
140

300
360
420

OOD
[l OOD

432
Equal.
H exceeds C by
3,750 0 ©

0

7,600 0 O

11,250
18,750
- 63,750

LT = N e B ]
(= - 1

138,750




APPENDIX No. 186.

TasLe compering the Duties payable under the present Commonwealth Estate Duty Act with those which would be
payable under a Succession Duty, as described in paragraph 897 of Report.

The Table (so far as it relates to Succession Duty) assumes—
1. An average of 2 sucecessions {o each estate ; '
2. A progressive scale of rates terminating at a value of £18,000, at which po'nt the average rate is
7-5 per cent. and the rate on the highest £ is 15 per cent. :
3. The application of a flat rate of 15 per cent. to 8o much of the value of a succession as exceeds £18,000.

A, | B C. D, E. ¥. G, H. I J.
 Present Commonwealth Estate Duty. Buccession Duty.
Taxable — Poren | Anene”
S&a g:sign ' Average | Rate per Hto C. exceeds H.
Taxable | Rate Amount of gﬁ,‘t e . rate per | cent.on | Amount of Duty | Total succession
value of per Dut va.ltne in cent., on | highest £ | on each succession| Duty on estate
Bstate. | cenb. - Column A value in |in Column| value, Column D. (G x2).
divided _ Column D. D.
by 2. 7
R £ s d £ ) £ s d £ & d £ s d
2,000 1 1+0 20 0 O 1,000 . 42 83 4 3 4 8 6 8 41-67 1113 4
3,000 { 1-2 36 0 0 1,500 . 62 1+25 g 7 6 1815 © 52°5 i7 5 0
4,000 | 14 56 0 0 2,000 - . 83 1-66 16 13 4 33 6 8 859-0 22 13 4
5,000 | 1-6 80 0 O 2,500 1:04 208 26 010 52 1 8 65-0 27 18 4
7,600 | 20 140 0 O 3,500 146 . 2-92 51 0 10 102 1 8 73:0 37 18 4
10,600 | 26 260. 0 0 5,060 2.08 4-17 104 3 4 208 6 8 86-0 51 13 4
15,0061 3-6 540- ¢ O |. 7,500 3:12 6-25 234 7 6 468 15 0 87-0 7185 0
Q0,00Q 4-6 920 ¢ 0| 10,000 417 8:33 416 13 4 833 6 8 90-5 86 13 4
25,000 | 5:6 | 1,400 0 0| 12,500 521 | 10-42 651 010 1,302 1 8| 930 97 18 4
30,000 | 6-6 | 1,980 O 0 | 15,000 625 125 937 10 0 1,876 ¢ 0 94-0 1056 0 0
*34,365 | 7-6 | 2,611 14 10 | 17,182 716 14-32 1,230 1 9 2,460 3 6 94-0 | *151 11 4
36,000 | 7-8 | 2,808 0 0| 18,000 A 75 15-0 1,350 0 0 2,700 0 O 960 108 O O
37,500 | 8:2 | 3,016 0 O 18,750 { 18,000 at 7‘5} 78 150 1,462 10 © 2,925 0 0 950 150 0 0
) : 750 at 15 . .
50,000 [10-6 | 5,360 0 0| 25,000 i 18,000 at 75 96 15840 2,400 0 O 4,800 0 O 908 560 0 ¢
. L 7,000 at 15 :
60,000 |12:6 | 7,660 0 O 30,000 ‘i 18,000 at ’7'5} 10+5 150 3,150 0 O 6,300 0 O 83-¢ 1,260 0 0
’ 12,000 at 15 | ‘ » ’
70,000 |14°6 (10,220 ¢ © | 35,000 |§ 18,000at 7°5 1114 15°0 3,900 0 0 7,800 0 0 76:0 2,420 0 0
1
) : - 17,000 at 15
72,000 {15-0 |10,80¢ ¢ O | 36,000 {{ 18,000at 7-5)] 11‘25 150 4030 0 O 8,100 0 © 75°0 2,700 0 0
: 1 18,000 at 15 I
75,000 {15°0 111,250 © O | 37,500 }\ 18,000 at 7'5} 114 15-0 4275 ¢ 0 8,660 0 O 76-0 2,700 0 0O
19,500 at 15
100,000 115-0 {15,000 0 0 | 50,000 { 18,0600 at 7 '5} 12-3 150 6,150 0 0] 12300 0 O 820 2,700 ¢ 0
32,000 at 15 |
125,000 |15-0 {18,750 0 € | 62,500 |/ 18,000at 7-5)| 12-84 15-0 8,025 0 0| 16,050 0 O 855 2,700 ¢ ¢
~ 1 445008515 5| - )
150,000 [15-0 |22,600 ¢ O | 75,000 { 18,000 at 7 '5} 13:2 15-0 9,900 0 0| 19,800 0 O 880 2,706 0 0
! 57,000 at 15
200,000 {15-0 {30,000 0 0 {100,000 { 18,000 at 7 5} 13-65 15-0 13,650 0 0] 27,300 0 O 91-0 2,700 0 ©
) 82,000 at 15 ’ :
500,000 |15-C [ 75,000 ¢ © [250,000 { 18,000 at 75 14-46 150 36,350 0 0| 72,360 ¢ O $6°0 2,700 G 0O
32,000 at 15 ) : .
1,000,060 {15-0 150,000 O . O | 500,000 18,000 at 75 14-75 16-0 73,650 0 0 |147,300 O © 98-0 2,706 0 0
| ) { 482,000 at 15

* The apparently anomalous degree of difference in. this case between the amount of Estate Duty and Succession Duty arises {rom the fact that, under
the Commonwealth Estate Duty, if the value of an estate exceeds any even£1,000, the rate appropriate to the next higher even £1,000 is applied.

If the scale of Succession Duty be extended till a maximum rate of 30 per cent. on the highest £ is reached at
£36,000, the Duty payable on Successions greater than £18,000 (estates greater than £72,000) compares with the Duty
payable under the Commonwealth Estate Duty Act as follows :— : ~

oo o o

37,000 | 82 | 3,073 0 0] 18750 . 7-81| 1562 | 1,464 16 10 | 2,920 13 8| 9525 146 6 4
50,000 [10°6 | 5300 0 0| 25.000 .. 1042 | 2083 | 2,604 3 4| 5208 6 8| 9826 9113 4
60,000 [12:6 | 7,560 0 0 | 30,000 - 125 | 25°0 | 3,750 0 0| 7,500 0 0992 60 0 0
70,600 [14:6 {10,220 0 0 | 35,000 - 1458 | 2917 | 6104 3 4| 10208 6 8| 999 11 13 4
72,000 15-0 | 10,800 0 0O | 36,000 - 160 | 300 | 5400 0 0| 10,800 0 01000 Equzlmby
: ) exceeds O
75,000 [15-0 |11,250 O 0 | 37,500 { 360008615 || 156 | 30°0 | 580 0 0| 11,700 0 01040 | 450 0 O
1,500.at 30 |
100,000 [15°0 {15,000 0 0 | 50,000 1 36,000 at 15 } 192 | 300 | 9,600 0 0] 19,200 0 0|128°0| 4200 0 0
- 14,000 at 30 :
125,000 |15-0 |18,750 © 0 | 62,500 { 36,000 as 15 } 21-36 | 30-0 | 13,350 0 0| 26,700 0 ©0 | 1424 | 7,950 0 0
_ 26,500 at 30 »
150,000 |15-0 |22,500 0 © | 75,000 { 36,0008t 15 || 228 | 300 | 17,100 0 O | 34200 ¢ 0 | 1520 | 11,700 0
39,000 a6 30 | 2
200,000 [15°0 |30,000 0 © |100,000 { 36,000 at 15 } 94:6 | 30°0 | 24,600 O 0| 49,200 O O | 164-0 | 19,200 0
64,000 at 30
500,000 [15°0 |75,000 0 0 |250,000 { 36,000 at 15 } 2784 | 30-0 | 69,600 O 0|139,200 0 0 |185:6 64200 O
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