:, GTC-global.org

How to deal with extreme tax
authorities’ positions?
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Visualization of taxpayers' rights & threats

Is the stage an audit is in

leading to administrative ------------

. Quality
vs. criminal charges? be informed

Service

How to present “alternative
options realistically available”
(facts/fiction/fairytales dilemma)

Do you want to communicate
with a “tax authorities bot”?

How to deal with data analytics? e.g.
Dutch real estate Supreme Court case

How to cope with “double tax
on same profit” situations due -------------------
to deviating tax policies?
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How to neutralize the impact of tax disputes that are presented
with criminal motives (hence no statute of limitation applies)?

———————— How to deal with “fishing expeditions”? (e.g. CbCR, GDPR)

Principles of data minimization and purpose limitation,
e.g. Bulgarian Tax Authorities

Is a baseball arbitration (or alternatives)
in place to grant “double tax relief”?

Does DAC-6 force taxpayersin a
--------------- constant representation mode at a
transaction-by-transaction level? tpa—global.com



Examples of tax authorities’ positions and their impact on
taxpayers' rights
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Criminal dimension

Wrong incentives

Blacklists

Transparency/Leakage

Germany - Tax authorities often
follow a parallel trail when
performing a tax audit also
putting the statutory director
personally liable for non-
compliance with tax matters;

ltaly - considers a significant
misstatement of income to be

within the scope of criminal law;

US - a whistleblower obtains a 10%
benefit from additional tax being
collected from taxpayers not abiding
the rules; Example: Caterpillar;

Colombia — tax authorities’ salary
bonuses on higher assessments.

Italy — very low remuneration for
representatives of the judicial
system

Cambodia — fear of filing APAs
because there is a high risk of it
being handed to the competition;

Greece published a blacklist
of corporates and citizens
with a tax debt in excess of
Euro 150,000;

EU blacklist on taxes

Country-by-country reporting - on its way
to become a global published standard of
disclosure?

EU - DAC-6 puts both on multinationals as
well as their advisors (exceptions apply)
the mandatory disclosure rules;

FATCA - US tax authorities collecting
information from local tax residents
around the EU;

Mexico/Greece - Tax authorities using the
external auditor to validate the tax and
transfer pricing documentation is prepared
and in full compliance with local
legislation;

Czech Republic /Portugal/Ukraine/UK have
publicly available registers of beneficial
ownership, like the UBO disclosure in the
EU (5th Anti-money Laundering Directive
adopted 30 May 2018);
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Examples of tax authorities’ positions and their impact on

taxpayers' rights

D

Let's not call it "CIT"

Treaty override

Cultural dimension

Digital service taxes unilaterally
adopted by countries;

Brazil — extra contributions paid
on royalties;

US - Alternative Minimum Tax
(AMT) rules

Germany - Tax treaty override on
withholding tax on certain
intercompany royalty flows;

India - Tax treaty and investment
treaty override on the Vodafone
case.

ltaly - tax authorities when signing a
compromise in an audit with the
taxpayer, explicitly requires the
taxpayer to abolish its rights under
the EU arbitration convention;

German WHT case

Sweden - public access to official
documents allows any citizens in
Sweden to call the tax authorities
and ask for the income of your
neighbour;

Journalist - Lux Leaks, Panama
Papers and Paradise papers;
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Controversy management instruments (R Grcgobaions
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Linking tax controversy management instruments with
value chain analysis
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A. A value chain analysis after BEPS

Valuation based
allocation

C. Main questions:
- which disputes to handle?
- which toolbox to use?
- what timing of risk management?
- what professional process to use?

Tiaimay cominal | aff the future
future
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B. Dispute avoidance / resolution toolbox

Royalty / interest /
guarantees etc.

Multilateral APAs
EU Arbitrage Court
MAP

ICAP

Mostly through audit
process

As sub part of APA
ICAP

Unilateral APAs
Mililateral APAs / industry standards
ICAP

ISO Cetificate
Safe Harbor

tpa-global.com



Decision tree on managing controversy — an illustration on

P GTC-global.or
controversy case < TR

Question/ anticipated questions from tax authorities (i.e. before or in the year of your intercompany transactions)

.

Run it through consistent storyboard + “fit
for purpose” FAQs

No (i.e. either no answer located in the
storyboard/FAQ or it is accepted by tax
authority)

Yes (i.e. answer located in the
storyboard/FAQand it is
accepted by tax authority)

No furth X Adopt a controversy  management
NS LI el instrument based on your value chain
instrument needed until

y

Check the CONTENT required by the local
country for your chosen instrument based

No/\ Yes

Too much unpredictable content request or Content request is more or less similar to *Note: In case the deviations on process

multiple rounds of addtional information ICAP process (see slide 70) and/or content persist significantly beyond the

reauested ! norm or no economic/econometric/statistical
Check the PROCESS required by the local defenseis given by the tax authorities i.e. the

country foryour chosen instrument based reasoning is more politically driven than an

No / \ves actual intention to resolve disputes, your best

alternatives may be to choose from:

>12 - 24 months (depending on severity of Process is more or less similar to ICAP
the case) from the date of disclosure of process (see slide 70)
* o0 o o
content l - - Local courtroom litigation against local tax
authority
Stability of business model i.e. how compatible - MAP procedure

is your current business model to stay the

same for the next 3-5 years. - EU Arbitration Convention
V \ Yes - Mediation Procedure with local government
i.e. likely to change within ch C 2 [ an.d/or ta.X aUthorlty
the next 1-2 years BEBEEMEIARLY EHPA - Filing claims against local governments
- |CAP
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Contact Details

Catalina Hoyos: choyos@goh.law

Steef Huibregtse: s.huibregtse@tpa-global.com

Hans van den Hurk: hurk@cygnustax.com

Maarten Koper: Maarten.Koper@pumaenergy.com

Raymund Gerardu: r.gerardu@tpa-global.com
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TPA Global provides international businesses with integrated and value-added
solutions in improving financial performance, operational efficiency, strategic
development and talent coaching through a cross-border and cross-discipline team
of professionals which identifies the right solutions for customers and targets;
efficient and streamlined advisory and implementation processes which cut
through operational complexities across functions and borders; and superior
customer service and support which proactively anticipate the evolving needs of
the clients.
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H.J.E. Wenckebachweg 210 . 1096 AS Amsterdam . The Netherlands . +31 (0)20
462 3530 . tpa-global.com

The views expressed and the information provided in this material are of general nature and
is not intended to address the circumstances of any particular individual or entity. The above
content should neither be regarded as comprehensive nor sufficient for making decisions.
No one should act on the information or views provided in this publication without
appropriate professional advise. It should be noted that no assurance is given for any loss
arising from any actions taken or to be taken or not taken by anyone based on this
publication.

© 2018 Transfer Pricing Associates Holding B.V. All Rights Reserved.
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