APPENDIX A
The maximization function has the following form:
 

Rearranging, the utility function can be written as:

Differentiating the utility function with respect to :


Setting the first order condition equal to zero:



And solving for :

Now, we study the sign of the derivative of the utility function with respect to :


Since the derivative is positive when  , and vice versa, then  is a point of maximum.
Below, we calculate the derivative of  with respect to :




Rearranging, we get:





APPENDIX B
The sign of the derivative of  with respect to , setting it equal to zero, is derived as follows:



We get the following inflection point:

The condition for the derivative to be positive is:
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The condition for the derivative to be negative is:

Since by hypothesis, tax evasion occurs if ;  then:


Note that 

APPENDIX C
The threshold value of   is:

Now, we calculate the derivative of  with respect to :

It is straightforward to show that:
if  then  is always negative.

If  , then  if .
Therefore,  only if  and , instead  if  or   and .
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