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Attachment B 

TAX EXPENDITURES 

This attachment provides information on Australian Government tax expenditures, as 
required by the Charter of Budget Honesty Act 1998 (CBHA). 

Tax expenditure estimates should be interpreted with caution as they do not indicate 
the revenue gain to the Budget if tax expenditures were to be abolished by a change of 
policy. In addition, the characterisation of a provision of the tax law as a tax 
expenditure does not indicate a view on how an activity or class of taxpayer ought to 
be taxed. 

A tax expenditure arises where the actual tax treatment of an activity or class of 
taxpayer differs from the benchmark tax treatment. The choice of benchmark 
unavoidably involves judgment and may therefore be contentious in some cases. 

Consistent with most OECD countries, estimates of the size of tax expenditures reflect 
the existing utilisation of a tax expenditure, similar to Budget estimates of outlays on 
demand driven expenditure programmes. 

• This is known as the 'revenue forgone' approach which, in practice, involves 
estimating the difference in revenue between the existing and benchmark tax 
treatments but importantly assuming taxpayer behaviour is the same in each 
circumstance. 

Revenue forgone estimates therefore do not indicate the revenue gain to the Australian 
Government budget if specific tax expenditures were abolished, as there may be 
significant changes in taxpayer behaviour were tax expenditures to be removed. 

Care needs to be taken when comparing tax expenditures with direct expenditures as 
they may measure different things. In addition, estimates from different editions of the 
Tax Expenditures Statement (TES) may not be comparable because of changes or 
modifications, for example, to benchmarks, tax expenditures, data used or modelling 
methodology.  

The information in Table 3.23 is derived from the 2016 TES and, consistent with 
longstanding practice, does not include the impact of decisions taken since the 
2016-17 MYEFO. Further information on tax expenditures is available in the 2016 TES. 
Updated tax expenditure estimates will be published in the 2017 TES, to be released in 
January 2018. This will also include estimates for any new or modified tax 
expenditures since the 2016 TES. 
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