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OFFICIAL 

Hi Susan ands ·22 

Thank you for the follow-up email and your considered feedback on the draft. We really appreciate 
the ongoing engagement and on many of the points we are in agreement with you. We have worked 
through the report and made adjustments to the language as you have suggested, to provide 
additional clarity on our reform proposal. We are checking in withs 22 today, and hopefully we will 
have his response soon. I am hoping that the conversation today also clarified the linkage between 
the CFT and CIT, and why we don't think the rates are 'additive'. 

There are three areas that we wanted to respond to specifically, where we are landing in a different 
place: 

1. "It is not clear to us that a CFT would be significantly simpler to implement than an ACE,

especially as the latter is a deduction under the existing tax rather than a whole new tax"

Response: Our conversations to date have led us to conclude that a CFT as proposed would be 
simpler to introduce and administer than an ACE. We will continue to engage with businesses 
and the ATO on this point, but the available evidence has led us to this conclusion, at this point in 
time. 

2. There are some inconsistencies between the discussion of an ACE and the discussion of the

CFT. Both of them require having the correct ·normal' rate of return to appropriately target

rents vs normal profits. The risk of choosing the 'wrong' rate is highlighted for the ACE but not

the CFT

Response: We believe the risk is appropriately balanced as our proposal partly mitigates the risk 
of choosing the 'wrong' rate, relative to if we added an ACE into the system. A key feature of our 
proposal is the ability to deduct the CFT losses from the CIT liability. Even in the long-term vision, 
we propose retaining a CIT base for all companies. This reduces the reliance on the uplift rate, .as 
the losses under the CFT are more likely to be immediately deducted, as there will be a positive 
tax base (the CIT base) from which to make the deduction. 
































































