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.(Peter Cane eds., 2005)
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"any amount paid or incurred (whether by suit,
agreement, or otherwise) to, or at the direction of, a
government or governmental entity in relation to the
violation of any law or the investigation or inquiry by
such government or entity into the potential
violation of any law".
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Commissioner, 314 U.S. 326 (1941); Commissioner v. Heininger, 320 U.S. 467
(1943); Lilly v. Commissioner, 343 U.S. 90 (1952); Comm'r v. Tellier, 383 U.S. 687
Kitty Richards, An Expressive Theory of Tax, ;R¥ Ap052 , IRNT X”Y DA IRT .(19606)
Abraham N.M. Shashy Jr., 137;(27(2) CORNELL J.L. & PUB. POL'"Y 301, 337 (2017)
Sara A. Silverstein & Ariana F. Wallizada, Beyond Frustration: Section 162(f) and the
Deductibility of Fines, Penalties, and Settlement Payments, 17(4) FLA. TAX REV. 349,
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XX YW 7371571 nX 1°nnY 1°X °2 ,v2p1 (v. Comm'r, 356 U.S. 30, 33-34 (1958)
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"the deduction would frustrate sharply defined
national or state policies proscribing particular types
of conduct, evidenced by some governmental
declaration".
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"Such a deduction would run contrary to the public
policy and laws of the State of South Carolina".
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Jacob Nussim & Avraham D. Tabbach, ) n°312°% n1°1°In 512°0 Hw o'navvn
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HUGH J. AULT & BRIAN J. ARNOLD, ) N11%W19» AX¥IND IX NINDA 3077 R RO
COMPARATIVE INCOME TAXATION: A STRUCTURAL ANALYSIS 289 (3d ed. 2010)
Timothy P. Neeb v. Her Majesty the Queen, NW9I52 .((Ault & Arnold :72719)
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%W ©°1IW *19°1 IR °NAY X *3,9N0°7 1°3,0°712°% NPT YW 2°nYvn ,¥apy ,qoil

:DOWMT N°2 YW 1WA .I0PINW 021032 M0 NI 0°PD YRN

"I can see no reason why the Canadian public should
be expected to subsidize a drug dealer's loss through
forfeiture of illegal drugs, by allowing him to write-
off the cost of drugs so forfeited, even if that cost
had been established. If public policy has any role in
fiscal matters it must deny such a claim... The seizure
of cash. Apart from considerations of public policy
there is, however a further reason for denying the
deduction. This is simply a disposition of income,
albeit involuntary, after it had been earned".

65302 NWID .31 ANIND NIV *TIpn 11797 vDWNTI N’ XXM 1999 NIw3

1°33°1 NPRW2 VOWMNA N°2 77, British Columbia Ltd. v. Canada, [1999] 3 S.C.R. 804
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193 ,(39 7podI) ¥ap1,Binnie-1 ,Major ,McLachlin

"in my view, the income tax system does not
distinguish among levies, fines and penalties. If the
expense is incurred for the purpose of earning
business income, it is deductible".
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"I therefore cannot agree with the argument that the
deduction of fines and penalties should be disallowed
as being contrary to public policy".
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"The distinction between deductible and non-
deductible payment must therefore be determined on
a case-by-case basis. The main factor in such a
determination is whether the primary purpose of the
statutory provision under which the payment is
demanded would be frustrated or undermined...

I agree with my colleague, Iacobucci J., that public
policy determinations are best left to Parliament.
However, I am not suggesting that the deduction of
penal fines be disallowed for public policy reasons,
but instead because their deduction, not specifically
authorized by the Act, would frustrate the expressed
intentions of Parliament in other statutes if they were
held to come under s. 18(1)(a) of the Act. In my view,
penal fines are not expenditures incurred for the
purpose of gaining or producing income in the legal
sense. This concern is not so much one of public
policy, morality or legitimacy, but one consistent
with a realistic understanding of the accretion of
wealth concept and the court’s duty to uphold the
integrity of the legal system in interpreting
the Income Tax Act".
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"such levies are not primarily geared towards
punishment or deterrence, but instead to the efficient
operation of the regulatory scheme".
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"In computing income, no deduction shall be made
in respect of any amount that is a fine or penalty
(other than a prescribed fine or penalty) imposed
under a law of a country or of a political subdivision
of a country (including a state, province or territory)
by any person or public body that has authority to
impose the fine or penalty".
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