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,��$�-XVWLILFDWLRQ�RI�WKH�&KRLFH�RI�7RSLF��3UHOLPLQDU\�
&RQVLGHUDWLRQV�
�
0\� UHFHQW� UHVHDUFK� DFWLYLW\� VWDUWHG� DOPRVW� WHQ� \HDUV� DJR� ZLWK� DQ� H[DPLQDWLRQ� RI� WKH�
KDUPRQLVDWLRQ�RI�(8�WD[�ODZ��7UDFLQJ�WKH�SURFHVVHV�LQYROYHG�WXUQHG�P\�DWWHQWLRQ�WRZDUG�WKH�
DUHD� RI� WD[� FRPSHWLWLRQ�� &RPSHWLWLRQ� EHWZHHQ� JRYHUQPHQWV� LV� DW� LWV� NHHQHVW� LQ� WKH� DUHD� RI�
FDSLWDO�LQFRPHV��DQG�JRYHUQPHQWV�VHHN�SULPDULO\�WR�DWWUDFW�LQYHVWPHQWV��7KLV�JDYH�PH�D�JRRG�
UHDVRQ�IRU�IRFXVLQJ�RQ�FRUSRUDWH�WD[DWLRQ�ZLWKRXW��DW� WKH�VDPH�WLPH��ORVLQJ�VLJKW�RI�WKH�IDFW�
WKDW� FRUSRUDWH� WD[DWLRQ� LV� RQH� DPRQJ� VHYHUDO� HOHPHQWV� LQ� D� FRPSOH[� V\VWHP�� 3XEOLFLVHG�
UHFHQWO\� DIWHU� D� UDWKHU� OHQJWK\� SHULRG� RI� VWDOHPDWH�� WKH� GUDIW� RI� D� &RPPRQ� &RQVROLGDWHG�
&RUSRUDWH� 7D[� �&&&7%�� IRU� VKRUW�� SURPLVHV� WR� EH� D�PDMRU� DGYDQFH� ZKLFK� PD\� DIIHFW� WD[�
FRPSHWLWLRQ��7KLV�LV�WKH�SUREOHP�DUHD�ZKLFK�KDV�EHHQ�LQ�WKH�IRFXV�RI�P\�UHFHQW�UHVHDUFK��D�KRW�
WRSLF�LQ�FRPPRQ�(XURSHDQ�WD[DWLRQ�ZKLFK�KROGV�WKH�SURPLVH�RI�QHZ�UHVHDUFK�UHVXOWV��,�KDYH�
QRW�\HW�IRXQG�DQ\�PDMRU�SXEOLFDWLRQV�LQ�+XQJDULDQ�RQ�WKH�VXEMHFW���

,,��0DLQ�2EMHFWLYHV�RI�WKH�5HVHDUFK�3URMHFW�
�
7KH�PDLQ�REMHFWLYHV�RU�WKH�UHVHDUFK�SURMHFW�ZHUH�WKH�IROORZLQJ��
D��7R�SURYLGH�–�YLD�RIIHULQJ�D�VXPPDU\�RI�UHTXLUHPHQWV�RQ�WD[DWLRQ�DQG�WD[DWLRQ�V\VWHPV�–�
SRLQWV�RI�UHIHUHQFH�IRU�IXUWKHU�UHVHDUFK�ZKLFK�FRQVWLWXWH��DW�WKH�VDPH�WLPH��D�JXLGLQJ�LGHD�IRU�
WKH�SUHVHQW�WKHVLV���
E��7R�RIIHU�D�V\VWHPDWLVHG�VXPPDU\�RI� WKH� WKHRUHWLFDO�EDFNJURXQG�WR�WD[�FRPSHWLWLRQ��WR�EH�
XVHG�DV�WKH�JURXQGZRUN�IRU�D�GLVFXVVLRQ�RI�SUDFWLFDO�LPSOLFDWLRQV���
F��7R�PDS�WKH�SUDFWLFDO�UROH�SOD\HG�E\� WD[�FRPSHWLWLRQ�� LWV� �SUREOHPV��DQG�SRVVLEOH�ZD\V�RI�
VROYLQJ�WKHP��
G��7R�SUHVHQW�WKH�UHVXOWV��GLIILFXOWLHV�DQG�SHUVSHFWLYHV�RI�(8�WD[�KDUPRQLVDWLRQ���
H��7R�VXUYH\�WKH�SUREOHPV�LQYROYHG�LQ�WUDGLWLRQDO�FRUSRUDWH�LQFRPH�WD[�–�ZLWK�VSHFLDO�UHJDUG�
WR� FURVV�ERUGHU� DFWLYLWLHV�–�ZLWK� D� YLHZ� WR� JDLQLQJ� D� EDVLV� RI� FRPSDULVRQ� DJDLQVW�ZKLFK� WR�
HYDOXDWH�WKH�WZR�QHZ�WD[DWLRQ�VFKHPHV�GLVFXVVHG��&&&7%�DQG�&)7���
I�� 7R� RIIHU� D� GHWDLOHG� GLVFXVVLRQ� RI� WKH� HQYLVDJHG�&&&7%� V\VWHP� RQ� WKH� EDVLV� RI�ZRUNLQJ�
SDSHUV�VR�IDU�DYDLODEOH��7R�VXPPDULVH�SRVVLEOH�DGYDQWDJHV�DQG�GLVDGYDQWDJHV��7R�SUHSDUH�D�
6:27�DQDO\VLV��
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J��%\�DQDO\VLQJ�YLDEOH�RSWLRQV�RSHQ�WR�D�FDVK�IORZ�EDVHG� WD[�,�VHHN� WR�DQVZHU� WKH�TXHVWLRQ�
ZKHWKHU� WKH� SUREOHPV� RI� WUDGLWLRQDO� FRUSRUDWH� WD[DWLRQ� FDQ� EH� HOLPLQDWHG� YLD� &)7�� DQG�
ZKHWKHU� D� WD[� RI� WKH� FDVK� IORZ� W\SH� LQGHSHQGHQW� RI� QDWLRQDO� DFFRXQWLQJ� V\VWHPV�PLJKW� EH�
FDSDEOH�RI�XQLI\LQJ�WKH�FRUSRUDWH�WD[�EDVH���

,,,��0HWKRGV�
�7R� SURYLGH� WKH� WKHRUHWLFDO� JURXQGZRUN� IRU� P\� UHVHDUFK� ,� KDYH� VXUYH\HG� WKH� WKHRUHWLFDO�
OLWHUDWXUH�RQ� WKH� WRSLF�SXEOLVKHG�LQ�+XQJDU\�DV�ZHOO�DV�DEURDG��:LWK�DQ�H\H� WR�PDSSLQJ� WKH�
ZHOWHU� RI� SUDFWLFDO� SUREOHPV� H[SHULHQFHG� LQ� WKH� DUHD�� ,� KDYH� VFUXWLQLVHG� VHYHUDO� (8� OHJDO�
VRXUFHV�� FRPPXQLW\� ZRUNLQJ� SDSHUV� DV� ZHOO� DV� QDWLRQDO� OHJDO� LQVWUXPHQWV�� LQWHUQDWLRQDO�
DJUHHPHQWV�DQG�2(&'�JXLGHOLQHV��,Q�DGGLWLRQ�WR��DQG�EH\RQG��VXPPDULVLQJ�DQG�UH�DUUDQJLQJ�
WKH�FODLPV�PDGH�LQ�D�QXPEHU�RI�LQGHSHQGHQW�SDSHUV��,�KDYH�WULHG�WR�DGYDQFH�WR�WKH�OHYHO�RI�D�
PHWD�DQDO\VLV� E\� IRUPXODWLQJ� FRQFOXVLRQV� DERXW� WKH� SURFHVVHV� GLVFXVVHG� LQ� WKH� SDSHUV� ,�
VWXGLHG�� � ,� DSSURDFK� WKH� SUDFWLFDO� LVVXHV� RI� P\� ILHOG� RI� UHVHDUFK� DW� VHYHUDO� OHYHOV� RI�
H[DPLQDWLRQ�� LQ� WHUPV� RI� WKH� (8�� SDUWLFXODU� FRXQWULHV� DQG� GHFLVLRQV� PDGH� E\� SDUWLFXODU�
FRPSDQLHV��7KH�LPSRUWDQFH�RI�WKHVH�OHYHOV�KDV�SURYHG�WR�YDU\�DFFRUGLQJ�WR�WKH�QDWXUH�RI�WKH�
SDUWLFXODU� SUREOHP� DW� KDQG��0\� H[DPLQDWLRQ� RI� WKHVH� LVVXHV� LV� FRQGXFWHG� LQ� WZR� NLQGV� RI�
WHUPV�� OHJDO� �QRUPV� RI� QDWLRQDO� DQG� LQWHUQDWLRQDO� ODZ�� LQWHUQDWLRQDO� DJUHHPHQWV� HWF��� DQG�
HFRQRPLF� �LQYROYLQJ�D� WHPSRUDOO\� DQG�VSDWLDOO\�GLIIHUHQWLDWHG�DQDO\VLV�RI�PDFUR�DQG�PLFUR�
HFRQRPLF�HIIHFWV���7KH�WHPSRUDO�IUDPHZRUN�RI�WKH�DQDO\VHV�LV�PDGH�GHSHQGHQW�RQ�WKH�QDWXUH�
RI�WKH�SDUWLFXODU�LVVXHV�GLVFXVVHG��UHVXOWLQJ�LQ�D�VHW�RI�VWDWLF�DQDO\VHV��RI�VWDWHV�DQG�VLWXDWLRQV��
DQG� G\QDPLF� DQDO\VHV� �WUDFLQJV� RI� WHQGHQFLHV�� DQG� WUHQGV��� ,Q� P\� FULWLFDO� DQDO\VLV� RI�
WUDGLWLRQDO�FRUSRUDWH�WD[DWLRQ�,�ZDV�DEOH�WR�UHO\�RQ�P\�SUHYLRXV�ILUVW�KDQG�H[SHULHQFH�DV�D�WD[�
FRQVXOWDQW�DQG�DXGLWRU��7KH�YDULRXV�HOHPHQWV�RI�P\�UHVHDUFK�DUH�XQLWHG�E\�WZR�PDLQ�OLQHV�RI�
LQYHVWLJDWLRQ��RQH�EHLQJ� WKH� UHODWLRQVKLS�EHWZHHQ� WD[DWLRQ�DQG�DFFRXQWDQF\�� WKH�RWKHU�EHLQJ�
WKH�H[WHQW�WR�ZKLFK�SULQFLSOHV�RI�WD[DWLRQ�DQG�UHTXLUHPHQWV�RQ�WKH�WD[�V\VWHP�DUH�UHDOLVHG�LQ�
SUDFWLFH���

,9��+\SRWKHVHV�
�
���$OWKRXJK�WKH�UDSLG�LPSURYHPHQW�DQG�LQFUHDVLQJ�REVHUYDQFH�RI�� LQWHUQDWLRQDO�VWDQGDUGV�RI�
DFFRXQWDQF\�RIIHU�XV�REYLRXV�OLQNV�ZLWK�DFFRXQWDQF\�EDVHG�FRUSRUDWH�WD[DWLRQ��WKHVH�IDFWV�GR�
QRW� UHVXOW� LQ�HIIHFWLYH�VROXWLRQV� LQ�HLWKHU�DUHDV��7KH�JRDOV�RI� WD[DWLRQ�DUH�EHWWHU� VHUYHG�E\�D�
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FRUSRUDWH�WD[�ZKLFK�LV�LQGHSHQGHQW�RI�DFFRXQWLQJ��$�FRPPRQ�EDVLV�LQGHSHQGHQW�RI�DFFRXQWLQJ�
DOVR�RIIHUV�EHWWHU�FKDQFHV�IRU�WKH�KDUPRQLVDWLRQ�RI�WD[�V\VWHPV��
��� 7KH� SURFHVV� RI� HODERUDWLQJ� WKH� FRPPRQ� (XURSHDQ� FRQVROLGDWHG� FRUSRUDWH� WD[� EDVH� LV�
characterised by a tendency of “watering down”, leading to a series of coQFHVVLRQV� LQ� WKH�
FRXUVH�RI��GLVFXVVLRQV��ZKLFK�WDNH�RII�PXFK�RI�WKH�GHILQLWH�HGJH�RI�WKH�RULJLQDO�LGHD���
���7KH�SURMHFWHG�&&7%� LV� EHWWHU� DEOH� WR� VHUYH� WKH� JRDOV� RI� HIILFLHQF\�� VLPSOLFLW\� DQG� FRVW�
HIIHFWLYHQHVV�WKDQ�GRHV�WKH�V\VWHP�SUHVHQWO\�LQ�IRUFH���
���7KH�SUHVHQW�GUDIW�RI�&&7%�LV�QRW�FDSDEOH�RI�HOLPLQDWLQJ�WKH�GLVWRUWLRQV�FDXVHG�E\�WD[HV�LQ�
UHVRXUFH�DOORFDWLRQ�DW�WKH�LQWHUQDWLRQDO�OHYHO��DQG�UXQV�WKH�ULVN�RI�SURGXFLQJ�QHZ�GLVWRUWLRQV��
���,Q�FRPSDULVRQ�WR�WUDGLWLRQDO�FRUSRUDWH�LQFRPH�WD[��D�FDVK�IORZ�W\SH�WD[�
D��ZRXOG�FRQVLGHUDEO\�UHGXFH�WKH�FRPSOLDQFH�ORDG�RQ�WD[DWLRQ�LQ�WHUPV�RI�DGPLQLVWUDWLRQ��
E�� ZRXOG� VLJQLILFDQWO\� UHGXFH� WKH� GLVWRUWLQJ� HIIHFWV� RI� WD[� RQ� LQYHVWPHQWV� DV� ZHOO� DV� RQ�
GHFLVLRQV�RQ�LQYHVWPHQWV�DQG�ILQDQFLQJ��DQG�ZRXOG�UHVXOW�LQ�HQKDQFHG�HIILFLHQF\���
F��,Q�WHUPV�RI�SUDFWLFDELOLW\�DQG�WD[DWLRQ�ULVNV��LW�ZRXOG�HQKDQFH�RSSRUWXQLWLHV�IRU�WD[�HYDVLRQ��
HQGDQJHU�FRYHUDJH�DQG�UHVXOW�LQ�D�JUHDWHU�RYHUDOO�ULVN�IRU�JRYHUQPHQWV���
���+DUQHVVLQJ�D�FDVK�IORZ�WD[�RI� WKH�$6(� W\SH�IRU� WKH�SXUSRVH�RI�XQLI\LQJ� WD[DWLRQ�V\VWHPV�
ZRXOG�SURGXFH�VHYHUDO�DGYDQWDJHV��EXW� LW�ZRXOG�DOVR�FUHDWH�D�QXPEHU�RI�GLIILFXOW�SUREOHPV��
8QGHU�&)7��FRPSOLDQFH�FRVWV�PD\�EH�PRUH�IDYRXUDEOH�WKDQ�HYHQ�XQGHU�&&&7%��WD[�DUELWUDJH�
EHWZHHQ� LQGLYLGXDOV� DQG� FRPSDQLHV� PD\� EH� DYRLGHG�� DQG� RWKHU� GLVWRUWLRQV� PD\� DOVR� EH�
UHGXFHG��ZKLOH�QHZ�RQHV�PD\�DULVH���2Q�WKH�RWKHU�KDQG��XQLI\LQJ�WD[DWLRQ�LQ�WKH�(8�UDLVHV�D�
VHULHV�RI�TXHVWLRQV�ZKLFK�DUH�\HW�WR�EH�H[DPLQHG��

9��3ULQFLSDO�6WDWHPHQWV�0DGH�LQ�WKH�7KHVLV�
���$FFRXQWLQJ�LQGHSHQGHQW�7D[DWLRQ�LV�0RUH�(IILFLHQW�
�
0\� DUJXPHQWV� IRU� DFFRXQWLQJ� LQGHSHQGHQW� WD[DWLRQ� DUH� GUDZQ� IURP� P\� VXUYH\� RI� WKH�
SURIHVVLRQDO� OLWHUDWXUH��P\�NQRZOHGJH�RI� DFFRXQWDQF\� DQG� ILQDQFH� DV�ZHOO� DV�P\� ILUVW�KDQG�
H[SHULHQFH� LQ� DXGLWLQJ� DQG� WD[� FRQVXOWLQJ�� $Q� DFFRXQWLQJ� LQGHSHQGHQW� WD[� ZRXOG� UHVXOW� LQ�
PRUH�UHDOLVWLF�ILQDQFLDO�UHSRUWV�DQG�PRUH�HIILFLHQW�WD[DWLRQ�WKDQ�LV�SUHVHQWO\�WKH�FDVH�XQGHU�WKH�
SUDFWLFH� RI� DFFRXQWLQJ�EDVHG� WD[DWLRQ�� 7KH� $FW� RQ� 7D[DWLRQ� DQG� WKH� $FW� RQ� $FFRXQWLQJ�
UHJXODWH�VLPLODU�HFRQRPLF�FRQGLWLRQV��EXW�ZLWK�GLIIHUHQW�SXUSRVHV�LQ�PLQG��$FFRXQWLQJ�DQG�WD[�
UHSRUWV� DUH� H[SHFWHG� WR� IROORZ� GLIIHUHQW� SULRULWLHV�� UHTXLUHPHQWV� DQG� UXOLQJ� SULQFLSOHV�� 7KH�
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PDLQ�REMHFWLYH�XQGHUO\LQJ�WKH�UXOHV�RI�DFFRXQWLQJ�LV�WKDW�WKH�UHSRUW�VKRXOG�SUHVHQW�WKH�RZQHUV�
DQG�PDUNHW�DFWRUV�ZLWK�D�UHOLDEOH��UHDOLVWLF�SLFWXUH�RI�WKH�VWDWH�RI��DQG�FKDQJHV�LQ���WKH�DVVHWV��
ILQDQFLDO�WUDQVDFWLRQV�DQG�LQFRPHV�RI�WKH�HQWHUSULVH���7KH�DWWDLQPHQW�RI�WKLV�JRDO�LV�VXSSRVHG�
WR� EH� JXDUDQWHHG� E\� WKH� REVHUYDQFH� RI� WKH� SULQFLSOHV� RI� DFFRXQWLQJ�� DQG� WKH� UXOHV� RI�
DFFRXQWLQJ�OHDYH�D�UHODWLYHO\�EURDG�GLVFUHWLRQDU\�URRP�IRU�WKH�HQWUHSUHQHXU��%\�FRQWUDVW��WKH�
UXOHV� RI� WD[DWLRQ� DUH� SULPDULO\� GHVLJQHG� WR� GHWHUPLQH� WKH� DPRXQW� RI� WD[� WR� EH� SDLG� WR� WKH�
FHQWUDO�EXGJHW��,Q�DGGLWLRQ�WR�EHLQJ�D�PHDQV�RI�VHFXULQJ�JRYHUQPHQW�UHYHQXHV��WKH\�DUH��DW�WKH�
PDFURHFRQRPLF� OHYHO��DQ� LQVWUXPHQW�IRU� WKH�UHGLVWULEXWLRQ�RI� LQFRPHV��DQG�D�VXLWDEOH�PHDQV�
IRU�WKH�SXUVXLW�RI�FHUWDLQ�HFRQRPLF�SROLFLHV�DV�ZHOO�DV�RWKHU�DLPV�ZKLFK�DUH�EHVW�GHVFULEHG�DV�
VLPSO\�SROLWLFDO��ZKLOH��DW� WKH�PLFURHFRQRPLF� OHYHO�� WKH\�H[HUW� LQIOXHQFH�RQ� WKH�GHFLVLRQV�RI�
EXVLQHVVHV��)RFXVLQJ�RQ� LQYHVWPHQWV��DFFRXQWLQJ�DVVLJQV�FHQWUDO� LPSRUWDQFH� WR� WKH�DVVHWV�RI�
EXVLQHVVHV�� 'HVLJQHG� WR� SURWHFW� WKH� WD[� EDVH� YLD� D� VHW� RI� PRUH� VSHFLILF� UHJXODWLRQV� DQG�
FRQVWUDLQWV�� UXOHV� RI� WD[DWLRQ� IRFXV� RQ� SURILWV� WR� EH� WD[HG�� OHDYLQJ� VPDOOHU� HOERZ� URRP� IRU�
EXVLQHVVHV��7KHVH�GLIIHUHQFHV�OHDG�WR�IXUWKHU�GLIIHUHQFHV�LQ�WKH�FRPSOH[LW\��GLIIHUHQWLDWLRQ�DQG�
YRODWLOLW\�RI�WKH�WZR�NLQGV�RI�UXOH�V\VWHP��6HW�LQ�D�FRQWH[W�RI�D�FRPSOLFDWHG�DQG�PDQ\�IDFHWHG�
EXVLQHVV�HQYLURQPHQW��DFFRXQWLQJ�LV�RXW�WR�JLYH�D�UHOLDEOH�DQG�WUXH�SLFWXUH��ZKLFK�LQHYLWDEO\�
UHVXOWV�LQ�D�VRSKLVWLFDWHG�V\VWHP�RI�UHJXODWLRQV��7R�IXUWKHU�WKHVH�DLPV��DFFRXQWLQJ�LV�GHVLJQHG�
WR� SURYLGH� DSSURSULDWH� RSSRUWXQLWLHV� IRU�GLIIHUHQWLDWLRQ� �,)56�� ,)56� IRU� VPDOO� DQG�PHGLXP�
VL]H� HQWHUSULVHV�� QDWLRQDO� *$$3V��� ZKLFK� UHTXLUHV� FRQWLQXRXV� LPSURYHPHQW�� D� VHULHV� RI�
PRGLILFDWLRQV�� ,Q� FRQWUDVW� WR� UXOHV� RI� WD[DWLRQ�� DFFRXQWLQJ� KDV� WR� OLYH� XS� WR� WKH� IXUWKHU�
UHTXLUHPHQW� RI� VLPSOLFLW\�� DQG� WKHUHE\� RI� SUDFWLFDELOLW\�� ERWK� RI� ZKLFK� KDYH� D� GHFLVLYH�
LQIOXHQFH�RQ�WKH�FRPSOLDQFH�FRVWV�RI�WD[DWLRQ��$�QHXWUDO�WD[�HQYLURQPHQW�UHTXLUHV�D�XQLILHG�VHW�
RI�UHJXODWLRQV��ZLWK�D�IHZ�H[FHSWLRQV���D�IXUWKHU�LPSRUWDQW�FULWHULRQ�WR�EH�PHW�E\�WD[DWLRQ�UXOHV�
LV�WKDW�RI�UHODWLYH�VWDELOLW\��DQG��RQ�WKH�PLG�WHUP��SUHGLFWDELOLW\��7KH�WZR�DUHDV�DUH�FRYHUHG�E\�
LQWHUQDWLRQDO�UHJXODWLRQV�WR�D�GLIIHUHQW�H[WHQW��:KLOH�WKHUH�DUH�LQWHUQDWLRQDO�VWDQGDUGV�LQ�IRUFH�
LQ�DFFRXQWLQJ��,$6�DQG�,)56V���WKDW�DUH�H[HUWLQJ�LQFUHDVLQJ�LQIOXHQFH��WKHUH�DUH�QR�VWDQGDUGV�
RQ�FRUSRUDWH�WD[DWLRQ��7KHUH�DUH�RQO\�D�IHZ�JXLGHOLQHV�DW�WKH�(8�OHYHO��DQG�WKH�SURFHVV�RI�WD[�
KDUPRQLVDWLRQ�SURFHHGV�ZLWK�GLIILFXOW\���
+DYLQJ�VXPPDULVHG��LQ�WKH�WKHVLV��WKH�PDLQ�ULVNV�LQYROYHG�LQ�DFFRXQWV�EDVHG�WD[DWLRQ�DQG�WKH�
DUJXPHQWV� IRU� DQ� DFFRXQWLQJ� LQGHSHQGHQW� WD[�� ,�ZLOO� QRW� GLVFXVV� WKHVH� LVVXHV� LQ� WKH� SUHVHQW�
EULHI�VWDWHPHQW��5DWKHU�XQGHUVWDQGDEO\��DFFRXQWLQJ�LQGHSHQGHQW�WD[DWLRQ�EULQJV�ZLWK�LW�D�VHW�RI�
QHZ�SUREOHPV�RI�LWV�RZQ��2QH�IDFWRU�WKDW�ZRXOG�KDYH�WR�EH�UHFNRQHG�ZLWK�LV�WKDW�LQGHSHQGHQW�
WD[� DFFRXQWLQJ� ZLOO� QHFHVVLWDWH� D� VHSDUDWH “tax accounting”, additional to the UHFRUGV� RI�
DFFRXQWLQJ��ZKLFK�UHVXOWV�LQ�DQ�DGGLWLRQDO�DGPLQLVWUDWLRQ�ORDG���
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���7KH�*UDGXDO�³:DWHULQJ�'RZQ´�RI�WKH�2ULJLQDO�,GHD�RI�&&&7%�LQ�WKH�
&RXUVH�RI�(ODERUDWLRQ�
�
$�SHUXVDO� RI� UHOHYDQW� FRPPXQLW\�GRFXPHQWV� VXJJHVWV� WKDW� WKH� RULJLQDO� LGHD�RI�&&&7%�KDV�
been “watered down” along the way. �
D�� %DVH�� :KLOH� WKH� FRPPRQ� FRUSRUDWH� WD[� EDVH� ZDV� LQLWLDOO\� EXLOW� FRPSOHWHO\� RQ� WKH�
LQWHUQDWLRQDO�VWDQGDUGV�RI�DFFRXQWLQJ��ODWHU�SURSRVDOV�GHSDUWHG�IURP�WKH�VWDQGDUGV�DQG�WKH�LGHD�
RI�D�VHOI�FRQWDLQHG�FRUSRUDWH�WD[�UHJXODWLRQ�LQGHSHQGHQW�RI�DFFRXQWLQJ�KDV�EHFRPH�GRPLQDQW���
E��3HUVRQDO�6FRSH. Originally intended to apply to “all  businesses”, CCCTB later came to  be 

proposed to apply only to businesses “active in several member states”. �
F��2SWLRQDOLW\. Initial proposals spoke of  CCCTB being “initially obligatory”. The idea of 

REOLJDWRULQHVV� ZDV� SURSRVHG� ODWHU�� RQO\� WR� EH� UHMHFWHG� TXLFNO\� DQG� UHSODFHG� E\� WKH� LGHD� RI�
RSWLRQDOLW\��ZKLFK�KDV�VLQFH�EHHQ�UHWDLQHG��
G��0DWHULDO�6FRSH��3URSRVHG�LQ�WKH�HDUO\�SKDVH�RI�SODQQLQJ��WKH�LGHD�RI�D�FRPPRQ�WD[�UDWH�KDV�
VLQFH� FRPH� LQFUHDVLQJO\� WR� EH� UHJDUGHG� DV� RI� OHVVHU� LPSRUWDQFH� DQG� LV� QRZ� FRPSOHWHO\�
UHMHFWHG���
H�� $LPV�� ,Q� DGGLWLRQ� WR� WKH� SULPDU\� REMHFWLYHV� RI� UHPRYLQJ� WD[� REVWDFOHV� DQG� RI� UHGXFLQJ�
FRPSOLDQFH�FRVWV��WKH�JRDO�RI�EDUULQJ�WD[�HYDVLRQ�KDV�UHFHLYHG�LQFUHDVLQJ�HPSKDVLV���
I��7DUJHW�JURXS��,QLWLDOO\�UHIHUULQJ�PDLQO\�WR�FURVV�ERUGHU�DFWLYLWLHV�SXUVXHG�E\�PXOWLQDWLRQDO�
HQWHUSULVHV��WKH�VDPH�NLQGV�RI�DFWLYLWLHV�RI�VPDOO�DQG�PHGLXP�VL]HG�HQWHUSULVHV�KDYH�JUDGXDOO\�
FRPH�WR�WKH�FHQWUH�RI�DWWHQWLRQ���
J��0HDVXUH�RI�6XSSRUW��(QMR\LQJ�DOPRVW�XQDQLPRXV�VXSSRUW�ZKLOH�VWLOO�RQO\�DQ�LGHD��&&&7%�
FDPH� WR�EH�PRUH�FULWLFDOO\� UHJDUGHG�DV� LW�ZDV�EHLQJ� WUDQVODWHG� LQWR�PRUH�VSHFLILF� WHUPV�DQG�
SUREOHPV�� DQG� WKH� SUHVHQW� VLWXDWLRQ� FDQ� EH� GHVFULEHG� DV� RQH� RI� IUDJPHQWDWLRQ� LQWR� LQWHUHVW�
JURXSV�IRUPHG�E\�YDULRXV�PHPEHU�VWDWHV��
K��,QWURGXFWLRQ��7KHUH�KDV�EHHQ�D�JUDGXDO�GULIW�IURP�WKH�SLSH�GUHDP�RI�XQDQLPRXV�DJUHHPHQW�
DPRQJ�PHPEHU�VWDWHV�WR�WKH�LGHD�RI�D�TXDOLILHG�PDMRULW\�YRWH�DQG�ILQDOO\��LQ�UHVSRQVH�WR�DFWXDO�
UHDOLW\��WR�HQKDQFHG�FR�RSHUDWLRQ���
�
�
�
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���7KH�7DEOH�RI�WKH�6:27�$QDO\VLV�RI�&&&7%�
�

6WUHQJWKV�
5HPRYDO� RI� REVWDFOHV� LQYROYHG� LQ� FRUSRUDWH� WD[��
WUDQVSDUHQF\�
)HZHU� GLVWRUWLQJ� HIIHFWV� RQ� WD[HV�� PRUH� HIILFLHQW�
DOORFDWLRQ�RI�UHVRXUFHV��
6LPSOLILFDWLRQ��GHFUHDVLQJ�FRPSOLDQFH�FRVWV�
$FWXDO�WD[�ORDGV�PRUH�HDVLO\�FRPSDUDEOH�
7D[�FRPSHWLWLRQ�PRUH�IDLU��
%XVLQHVV�GHFLVLRQV�PDGH�HDVLHU�RQ�WKH�VLQJOH�PDUNHW�
7D[�IUDXG�DQG�WD[�HYDVLRQ�UHGXFHG�
1R�QHHG�WR�FKDQJH�H[LVWLQJ�QDWLRQDO�WD[�UHJXODWLRQ�
%URDG�RSSRUWXQLWLHV�IRU�WD[�FRQVROLGDWLRQ�

:HDNQHVVHV�
/DFN�RI�SROLWLFDO�XQLW\��FRPSURPLVHV�
3RVVLEOH�LPSLQJHPHQW�RQ�WD[�VRYHUHLJQW\�
0DQLSXODWLRQ�RI�SRVLWLRQ�RI�)$�IDFWRUV���
1HZ�GLVWRUWLRQV��
6LJQLILFDQW�UH�VKXIIOLQJ�RI�WD[�EDVH�SURSRUWLRQV�
EHWZHHQ�PHPEHU�VWDWHV�
'DQJHU�RI�GLVSURSRUWLRQDWH�UHVWUDLQWV�RQ�FURVV�
ERUGHU�DFWLYLWLHV�
3RVVLELOLW\�RI�ULVLQJ�WD[�UDWHV�
5LVNV�IRU�WKH�EXVLQHVV�VSKHUH�
'LIILFXOWLHV� LQ� DSSOLFDWLRQ� �VPDOO� DQG�PHGLXP�
VL]HG�ILUPV��WKLUG�FRXQWULHV��
�

3RVVLELOLWLHV�
,QFUHDVLQJ�(8�FRPSHWLWLYHQHVV�
&RPPXQLW\�LQWHUHVWV�EHFRPH�PRUH�SURPLQHQW�&RQWLQXLQJ�
WD[�KDUPRQLVDWLRQ�
,QWURGXFWLRQ�RI�TXDOLILHG�PDMRULW\�GHFLVLRQ�
6WUHQJWKHQLQJ� WD[� FR�RUGLQDWLRQ� IRU� PHPEHU� VWDWHV� QRW�
DSSO\LQJ�&&&7%�
&RQYHUJHQFH�RI�WD[�UDWHV�DFFHOHUDWHV��
3RVLWLYH�IHDWXUHV�RI�QHZ�WD[�DJUHHPHQWV�
&R�RUGLQDWLRQ� EHWZHHQ� PHPEHU� VWDWHV� LQ� RWKHU�
DGPLQLVWUDWLYH� EUDQFKHV� �FRUSRUDWLRQ� ODZ�� EDQNLQJ�
LQIRUPDWLRQ��
,PSURYLQJ�FR�RSHUDWLRQ�EHWZHHQ�QDWLRQDO�WD[�DXWKRULWLHV�
,QWURGXFWLRQ� RI� QHZ� ZRUNLQJ� PHWKRGV� DW� FRPPXQLW\�
OHYHO�� HOHFWURQLF� LQIRUPDWLRQ� QHWZRUN� EHWZHHQ� PHPEHU�
VWDWHV� GHYHORSHG�� FR�RUGLQDWHG� LPSURYHPHQW� RI� V\VWHPV�
RI�WD[�ULVN�PDQDJHPHQW�

'DQJHUV�
1R� UDSSURFKHPHQW� EHWZHHQ� SROLWLFDO� YLHZV� RI�
PHPEHU�VWDWHV��
3ROLWLFDO� FRQVLGHUDWLRQV� RXWZHLJK� SURIHVVLRQDO�
RQHV�
7D[� EDVHV� RI� PHPEHU� VWDWHV� ODQG� LQ� WKLUG�
FRXQWULHV�
3URSRVDO� IRU�FR�RUGLQDWHG�FRUSRUDWH� WD[� UDWH� LV�
SXW�RQ�WKH�DJHQGD�
1HJDWLYH�HIIHFWV�RI�QHZ�WD[�DJUHHPHQWV�
&RKHVLRQ�SURFHVV�GHFHOHUDWHV��
1R� UHFRJQLWLRQ� E\� 86$� DQG� RWKHU� FRXQWULHV�
RXWVLGH�WKH�(8�
�
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����7KH�5HDOLW\�RI�D�&DVK�)ORZ�7D[�
�
7KH�PRVW�YLWDO�GLIIHUHQFH�EHWZHHQ�FRQYHQWLRQDO�FRUSRUDWH�WD[�DQG�FDVK�IORZ�WD[�LV��WKDW�&,7�
taxes the full return of the company’s own capital, while CFT taxes only economic profitV��
7D[LQJ�HFRQRPLF�SURILW�PD\�EH�DGYDQWDJHRXV�LQ�WKDW�LW�GRHV�QRW�GLVWRUW�GHFLVLRQV�RQ�PDUJLQDO�
LQYHVWPHQWV�DQG�SURGXFWLRQ��DV�D�UHVXOW�RI�WKH�IDFW�WKDW�FRVWV�GXH�RQ�WKH�DFWLYLW\�KDYH�DOUHDG\�
EHHQ�FJDUJHG��WKHLU�FDSLWDO�DOWHUQDWLYH�FRVW�PD\�EH�GHGXFWHG�IURP�WKH�WD[�EDVH���7KH�HFRQRPLF�
DQQXLW\� LV�� DW�ERWWRP�� WKH� UHWXUQ�RI� WKH� FRQVWDQW� �LQYHVWHG�� SURGXFWLRQ� IDFWRUV�� 6LQFH� VXFK�D�
IDFWRU�PD\�DOVR�EH�RIIHUHG�E\�WKH�JRYHUQPHQW��D�FRUSRUDWH�FDVK�IORZ�WD[�PD\�DOVR�EH�UHJDUGHG�
DV�WKH�OHJDO�SULFH�RI�WKHVH�VHUYLFHV��EHQHILW�EDVHG�WD[DWLRQ���%HLQJ�RULJLQ�EDVHG��FDVK�IORZ�WD[�
LV�QRW�FDSDEOH�RI�HOLPLQDWLQJ�WKH�SUREOHPV�LQYROYHG�LQ�WUDQVIHU�SULFLQJ��GHVWLQDWLRQ�EDVHG�&)7�
PD\� EH� UHJDUGHG� DV� PRUH� HIILFLHQW� LQ� WKLV� UHVSHFW�� 2SSRUWXQLWLHV� IRU� DUELWUDJH� DUH� DOVR�
LQIOXHQFHG�� DPRQJ� RWKHUV�� E\� WKH� PDQQHU� LQ� ZKLFK� LQFRPH� HDUQHG� DEURDG� LV� WD[HG� LQ� WKH�
PRWKHU�FRXQWU\��,I�IRUHLJQ�WD[HV�DUH�IXOO\�RIIVHW�LQ�WKH�PRWKHU�FRXQWU\��WKH�FRPSDQ\�ZLOO�QRW�
EH� DEOH� WR� EHQHILW� IURP� GLIIHUHQFHV� EHWZHHQ� WD[� UDWHV��ZKLFK�PD\�PDNH� WKH� DSSOLFDWLRQ� RI�
WUDQVIHU� SULFHV� VXSHUIOXRXV�� 5�EDVHG� WD[DWLRQ� KDV� QR� LQIOXHQFH� RQ� WKH� ILQDQFLQJ� SROLF\� RI�
EXVLQHVVHV��QRU�GRHV�LW�LQIOXHQFH�WKH�VFDOH�RI�LQYHVWPHQWV�DQG��LI�GHVWLQDWLRQ�EDVHG��GRHV�QRW�
DIIHFW� WKH� SRVLWLRQ� RI� FDSLWDO� RU� SURILW�� HLWKHU�� $Q� 6�EDVHG� WD[� SUDFWLFDOO\� H[HPSWV� LQWHUHVW�
LQFRPHV�IURP�WD[DWLRQ��DV�D�UHVXOW�RI�ZKLFK�LW�PD\�VHFXUH�WKH�WD[�QHXWUDOLW\�RI�LQWHU�WHPSRUDO�
FKRLFHV���
,I� WKH�GHFLVLRQ�QHXWUDO�IHDWXUHV�RI�FDVK�IORZ�WD[�DQG�WKH�FRQVWDQF\�RI�WD[�UHYHQXHV�DUH�WR�EH�
SUHVHUYHG�� D� GHOD\HG� 6�EDVHG� WD[� �$6(�� PD\� EH� GHVLUDEOH�� 7KLV� WUDQVSRVHV� WKH� WD[DWLRQ� RI�
FRUSRUDWH�LQFRPH�WR�WKH�VKDUHKROGHU�OHYHO��ZKLFK�PD\�SUHYHQW�RQH�RI�WKH�PDLQ�FDXVHV�RI�WD[�
GLVWRUWLRQV��QDPHO\�WKH�VLPXOWDQHRXV�H[LVWHQFH�RI�WZR�WD[�EDVHV��,Q�WKHRU\��DQ�$6(�WD[�PD\�
HYHQ�EH�KDUQHVVHG�IRU�WKH�XQLILFDWLRQ�RI�WKH�SUHVHQWO\�H[LVWLQJ�YDULHW\�RI�WD[DWLRQ�V\VWHPV�EXW��
LQ�SUDFWLFH��LW�UDLVHV�D�VHULHV�RI�SUREOHPV�ZDLWLQJ�WR�EH�UHVROYHG��GHVSLWH�LWV�VHYHUDO�DGYDQWDJHV��
6LQFH�WKLV�W\SH�RI�WD[�LPSRVHV�QR�WD[HV�DW�WKH�FRUSRUDWH�OHYHO��LW�ZRXOG�DOVR�UHQGHU�VXSHUIOXRXV�
D�XQLILHG�ERRN�NHHSLQJ�RI�&&&7%�DW�WKH�JURXS�OHYHO���ZKLFK�FRXOG�PHDQ�D�IXUWKHU�GHFUHDVH�LQ�
compliance costs. Supposing natural persons’ choices of residence not to respond flexibly (or 

ZLWK�OLWWOH�IOH[LELOLW\��WR�GLIIHUHQFHV�LQ�WD[�UDWHV��DQG�VXSSRVLQJ�$6(�WR�SUHYDLO�LQ�WKH�(8��WKH�
ODVWLQJ�TXDQWLWDWLYH�GLIIHUHQFHV�EHWZHHQ�WD[HV�ZLWKLQ�WKH�(8�ZRXOG�QRW�YLWDOO\�DIIHFW�GHFLVLRQV�
RQ�GRPLFLOH��+RZHYHU��D�FRPPXQDO�XQLILFDWLRQ�RI�WD[DWLRQ�DW�WKH�OHYHO�RI�LQGLYLGXDOV�UDLVHV�D�
QXPEHU�RI�QHZ�TXHVWLRQV�ZKLFK�FDQQRW�EH�DQVZHUHG�EHIRUH�IXUWKHU�UHVHDUFK�LV�XQGHUWDNHQ���
�
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���3RVLWLYH�DQG�1HJDWLYH�(IIHFWV�RI�7D[�&RPSHWLWLRQ�&RQVLGHUHG�LQ�WKHLU�
5HODWLRQ�WR�WKH�3ULQFLSOHV�RI�7D[DWLRQ�
�,Q�WKH�FRXUVH�RI�P\�UHVHDUFK�,�DOVR�XQGHUWRRN�WR�LGHQWLI\�DQG�FODVVLI\�WKH�SRVLWLYH�DQG�QHJDWLYH�
HIIHFWV�RI�WD[�FRPSHWLWLRQ�ZLWK�VSHFLDO�UHJDUG�WR�WKH�H[WHQW�WR�ZKLFK�WKH�SULQFLSOHV�RI�WD[DWLRQ�
DUH�REVHUYHG��7KLV�FKDSWHU�RIIHUV�D�VXPPDU\�RI�WKDW�SDUW�RI�P\�UHVHDUFK��,�ZLVK�WR�SRLQW�RXW�LQ�
DGYDQFH�WKDW�WKH�FRQVHTXHQFHV�WR�EH�PHQWLRQHG�LQ�WKLV�VHFWLRQ�DUH�QRW�GXH�VROHO\�WR�PDWWHUV�RI�
WD[DWLRQ�� WD[HV� DUH� MXVW� RQH� DPRQJ� VHYHUDO� IDFWRUV� ZKLFK� SOD\� D� UROH� LQ� VKDSLQJ� WKHVH�
FRQVHTXHQFHV�� DQG� WKH\�PD\� SOD\� D� JUHDWHU� RU� VPDOOHU� UROH� GHSHQGLQJ� RQ� WKH� QDWXUH� RI� WKH�
VSHFLILF�FDVH���
�
7HUPV�RI�5HIHUHQFH�IRU�$VVHVVLQJ�7D[�&RPSHWLWLRQ�
7D[�UDWHV�GR�QRW�LQ�WKHPVHOYHV�PHDVXUH�DFWXDO�WD[�ORDGV��WKHVH�EHLQJ�LQIOXHQFHG�E\�D�QXPEHU�
RI�RWKHU� IDFWRUV� �VXFK�DV�GLIIHUHQW� WD[�EDVHV�� WD[�DOORZDQFHV��H[HPSWLRQV��YDU\LQJ�GHJUHH�RI�
VHYHULW\�LQ�WD[�FROOHFWLRQ���4XHVWLRQV�DERXW�FRPSHWLWLYHQHVV�JHW�DQVZHUHG�LQ�WKH�UHDO�VSKHUH��
7KH� PRVW� GHFLVLYH� FRQVLGHUDWLRQ� LQ� GHFLVLRQV� DERXW� SODFHV� RI� LQYHVWPHQW� WDNHQ� E\�
PXOWLQDWLRQDOV�LV�WKH�JHQHUDO�VWDWH�RI�WKH�HFRQRP\�RI�WKH�WDUJHW�FRXQWU\��7KH�UROH�RI�LQFHQWLYHV�
LQFUHDVHV�RQO\�ZKHQ�LQGLFDWRUV�RI�HFRQRPLF�FRQGLWLRQV�FRPH�RXW�DV�LGHQWLFDO��7KH�PRWLYDWLQJ�
IRUFH�RI�WD[�FRPSHWLWLRQ�GHSHQGV�RQ�HFRQRPLF�F\FOHV��,WV�VLJQLILFDQFH�DQG�WKH�VSHFLILF�NLQG�RI�
HIIHFW� LW� OHDGV� WR� PD\� DOVR� GHSHQG� RQ� WKH� OHYHO� RI� GHYHORSPHQW� DQG� RQ� WKH� VWDWH� RI� WKH�
SDUWLFXODU� VRFLDO�HFRQRPLF� V\VWHP��7KH�H[DFW�ZD\� LQ�ZKLFK� WD[� LQFHQWLYHV�ZRUN�PD\�GLIIHU�
DFFRUGLQJ� WR� FRPSDQ\� VL]H�� EUDQFK� RI� SURGXFWLRQ�� QDWXUH� RI� HFRQRPLF� DFWLYLW\�� V\VWHP� RI�
ILQDQFLQJ��DQG�ORFDWLRQ��7KH�HIILFLHQF\�RI�LQFHQWLYHV�DSSOLHG�LQ�WD[�FRPSHWLWLRQ�PD\�DOVR�EH�
LQIOXHQFHG�E\�WKH�VSHFLILF�IRUP�RI�WD[�DGYDQWDJHV�DQG�WKH�V\VWHP�RI�WD[DWLRQ�LQ�IRUFH�LQ�WKH�
FRXQWU\�FRQFHUQHG��%HLQJ�LQ�WKH�SRVLWLRQ�WR�PLQLPLVH�WKHLU�WD[�ORDG�ZLWK�WKH�KHOS�RI�YDULRXV�
WD[�PDQDJHPHQW�WHFKQLTXHV��JUHDW�LQWHUQDWLRQDO�ILUPV�DUH�OHVV�WD[�VHQVLWLYH��'LIIHUHQWLDWHG�WD[�
SROLFLHV�DUH�D�PDMRU�LQVWUXPHQW�LQ�WKH�SURFHVV�RI�FDWFKLQJ�XS�ZLWK�PRUH�GHYHORSHG�HFRQRPLHV��
DQG�FRPH�RXW�KDUPRQLVHG�LQ�WKH�ORQJ�UXQ���
�
3RVVLEOH�1HJDWLYH�(IIHFWV�RI�7D[�&RPSHWLWLRQ�
,PSLQJHV�RQ�WKH�3ULQFLSOH�RI�&RYHUDJH�
��$V�D�UHVXOW�RI�UHGXFHG�UHYHQXHV�IURP�WD[HV��WD[�FRPSHWLWLRQ�PD\�HQGDQJHU�WKH�IXOILOPHQW�RI�
JRYHUQPHQW�IXQFWLRQV��WKH�SURYLVLRQ�RI�SXEOLF�JRRGV�DQG�PD\�HYHQ�OHDG�WR�LQGHEWHGQHVV���
�
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8QGHUPLQHV�QHXWUDOLW\�DQG�HIILFLHQF\�RI�WD[DWLRQ�
��7D[�FRPSHWLWLRQ�PD\� GLVWRUW� WKH�JHRJUDSKLF� DOORFDWLRQ�RI� UHVRXUFHV� DQG� LQYHVWPHQWV��7KH�
DYDLODELOLW\� RI� WD[� DUELWUDJH� PD\� DIIHFW� WKH� KRUL]RQWDO� DQG� YHUWLFDO� RUJDQLVDWLRQ� RI� ILUPV��
LQIOXHQFH� WKH� GLUHFWLRQ�� SDFH� DQG� SURSRUWLRQV� RI� LQWHUQDWLRQDO� FDSLWDO� IORZV� �WKH� H[WHQW� WR�
ZKLFK�WKLV�GHSHQGV�RQ�WD[DWLRQ�LV�FRQWHQWLRXV����
��&RPSDQLHV�EDGO\�DIIHFWHG�E\�WKHVH�SURFHVVHV�PD\�UHDOLVH�D�ORZHU�DFFXPXODWLRQ�UDWH��FDSLWDO�
LQYHVWPHQWV�GURSSLQJ��FDSLWDO�H[SRUWV�DQG�WKHLU�FRQVHTXHQFHV����
�� $V� D� GLUHFW� UHVXOW� RI� FRPSDQLHV� GH�ORFDOLVLQJ� WKHPVHOYHV�� MREV� DUH� HOLPLQDWHG� DQG�
HPSOR\PHQW� RSSRUWXQLWLHV� JHW� UHGXFHG� �WKHVH� DUH� FRQVHTXHQFHV� DW� WKH� LQGLYLGXDO� DQG�
JRYHUQPHQW�OHYHO����
(FRQRPLF�LQFLGHQFH�GHFUHDVHV�IDLUQHVV�RI�WD[DWLRQ�
���3XEOLF�GXHV�RQ�OHVV�PRELOH�SURGXFWLRQ�IDFWRUV��ODERXU��FRQVXPSWLRQ��DUH�UDLVHG�LQ�DQ�DWWHPSW�
WR�FRXQWHUEDODQFH�WKH�EXGJHWDU\�JDS��ZKLFK�PD\�UHVXOW�LQ�D�VKLIW�LQ�WKH�WD[�ORDG�RQ�SURGXFWLRQ�
IDFWRUV�DQG�GLVWRUW�WD[�VWUXFWXUH���
0D\�DGYHUVHO\�DIIHFW�WKH�UROH�RI�WD[DWLRQ�LQ�LQIOXHQFLQJ�WKH�SURGXFWLRQ�IDFWRUV�
�� 7KH� ULVLQJ� SULFH� RI� ODERXU� PD\� UHGXFH� LWV� FRPSHWLWLYHQHVV� DQG� WKH� PRWLYDWLRQ� RI� LWV�
SHUIRUPDQFH��
�� 5� DQG� '� VSHQGLQJ� E\� (XURSHDQ� ILUPV� PD\� EH� UHGXFHG� DV� D� UHVXOW� RI� FRPSHWLWLRQ� ZLWK�
HQWHUSULVHV�UXQ�DW�VPDOOHU�FRVWV��
0D\�ZRUN�DJDLQVW�WKH�SULQFLSOH�RI�HTXLYDOHQFH�DQG�SURILW��ZKLOH�WKH�H[SRUW�RI�WD[�ORDGV�JRHV�
DJDLQVW�MXVWLFH��
��,I�JRYHUQPHQWV�FRPSHWH�ZLWK�HDFK�RWKHU�E\�OHY\LQJ�GHFUHDVLQJ�WD[HV��WKH\�JLYH�XS�SDUW�RI�
WKH�UHSURGXFWLRQ�FRVWV�RI�WKHLU�IDFWRUV�XVHG�E\�JOREDO�FDSLWDO��ZKLFK�PD\�EHFRPH�DQ�REVWDFOH�
WR�WKHLU�RZQ�GHYHORSPHQW�LQ�WKH�ORQJ�UXQ���
��,QYHVWRUV�FRQWULEXWH�WR�WKH�ILQDQFLQJ�RI�ORFDO�SXEOLF�VHUYLFHV�XVHG�E\�WKHP�WR�DQ�H[WHQW�ZKLFK�
LV�GLVSURSRUWLRQDWH�WR�WKH�EHQHILW�WKH\�GHULYH�IURP�WKHP��ZKLOH�WKH�FRVWV�RI�SXEOLF�JRRGV�DUH�
SDLG�E\�ORFDO�WD[�SD\HUV��WR�DQ�H[WHQW�ZKLFK�LV�JUHDWHU�WKDQ�UHDVRQDEOH����
5HGXFHV�VLPSOLFLW\��HFRQRPLF�HIILFLHQF\�DQG�JRHV�DJDLQVW�FRQVLVWHQF\�DQG�VWDELOLW\��
��7D[�FRPSHWLWLRQ�UHVXOWV�LQ�IUHTXHQW�FKDQJHV�LQ�OHJDO�VRXUFHV��DQG�LQ�WD[�UXOHV�GLIIHULQJ�IURP�
RQH�FRXQWU\�WR�WKH�RWKHU��HYHQ�LQ�WD[�UXOHV�WKDW�DUH�DW�YDULDQFH�ZLWK�HDFK�RWKHU����
��3URYLGHV�DQ�RSSRUWXQLW\�IRU�PLQLPLVLQJ�WD[HV�DQG�IRU�WD[�HYDVLRQ��:HDNHQV�WKH�PRUDOLW\�RI�
WD[�SD\LQJ��ZKLOH�VXSHUYLVLRQ�LPSRVHV�DQ�DGGLWLRQDO�ORDG�RQ�WD[�DXWKRULWLHV���
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��7DFWLFDO�FKDQJHV�LQ�WD[DWLRQ�PD\�EHFRPH�PRUH�IUHTXHQW��LQFRQVLVWHQFLHV�LQ��DQG�YRODWLOLW\�RI���
UXOHV�PDNH�WKH�HFRQRPLF�HQYLURQPHQW�GLIILFXOW�WR�SUHGLFW���
3ROLWLFDO�UHVSRQVLELOLW\�IRU�WD[�SD\LQJ�EHFRPHV�PRUH�LQGLUHFW���
�� 7KH� VSLOO�RYHU� HIIHFW� RI� WD[� FRPSHWLWLRQ� OLPLWV� JRYHUQPHQW� DXWRQRP\� ZKLOH� ILVFDO�
H[WHUQDOLWLHV�PDNH�FRQVHTXHQFHV�RI�ORFDO�WD[�SROLFLHV�PRUH�GLIILFXOW�WR�JDXJH���
�
3RVVLEOH�3RVLWLYH�(IIHFWV�RI�7D[�&RPSHWLWLRQ�
7KH�3RVVLELOLW\�RI�0RUH�(IILFLHQW�7D[DWLRQ�&RQGXFLYH�WR�1HXWUDOLW\�LQ�&RPSHWLWLRQ�
�� %\� UHGXFLQJ� REVWDFOHV� WR� FRPPHUFH� DQG� LQYHVWPHQW�� D� FRPSHWLWLRQ� EHWZHHQ� V\VWHPV� RI�
WD[DWLRQ�PD\�UHVXOW�LQ�D�EHWWHU�DOORFDWLRQ�RI�UHVRXUFHV�DQG�WKH�JURZWK�RI�ZHDOWK���
,QFUHDVHG�H[SORLWDWLRQ�RI�WKH�UROH�RI�WD[DWLRQ���
�� %\� DWWUDFWLQJ� IRUHLJQ� LQYHVWPHQWV�� D� IDYRXUDEOH� WD[� SROLF\�PD\� EH� DQ� LQVWUXPHQW� IRU� OHVV�
DGYDQFHG�FRXQWULHV�LQ�WKHLU�HIIRUWV�WR�FDWFK�XS�ZLWK�HFRQRPLFDOO\�PRUH�DGYDQFHG�RQHV���
6SRQWDQHRXV�LPSURYHPHQW�LQ�FRQVLVWHQF\��
��$�GHFUHDVH�LQ�WKH�JHQHUDO�WD[�ORDG�DQG�D�UDSSURFKHPHQW�EHWZHHQ�WKH�WD[�OHYHOV�RI�GLIIHUHQW�
PHPEHU� VWDWHV�PD\� FRQWULEXWH� WR� LQFUHDVHG�FRPSHWLWLYHQHVV�RI� WKH�(8�DV� D� JOREDO� EXVLQHVV�
DFWRU��
��7D[�FRPSHWLWLRQ�UHVXOWV�LQ�D�FORVHU�OLQN�DQG�LQWHUDFWLRQ�EHWZHHQ�WKH�WD[�SROLFLHV�RI�VSHFLILF�
FRXQWULHV�� 7KH� GLIIHUHQFHV� EHWZHHQ� WD[� UXOHV� ZKLFK� LPSHGH� LQWHJUDWLRQ� PD\� VSRQWDQHRXVO\�
OHYHO�WKHPVHOYHV�RXW�DV�D�UHVXOW�RI�PDUNHW�IRUFHV���
7KH�9DOLGLW\�RI�WKH�/HYLDWKDQ�+\SRWKHVLV��PRGHUDWH�YHUVLRQ��
��/HDGLQJ�WR�PRUH�PRGHUDWH�JRYHUQPHQW�UHYHQXHV��FRPSHWLWLRQ�PD\�EULQJ�ZLWK�LW�D�QHHG�IRU�
more efficient central administration, curb the government’ s inclination to expand, and 

LQGLUHFWO\�VWLPXODWH�PRGHUQLVDWLRQ�LQ�DGPLQLVWUDWLYH�V\VWHPV�RI�EXGJHW�PDQDJHPHQW���
7KH��PHDJUH��YDOLGLW\�RI�DQ�LGHD�RI�LQQRYDWLYH�FRPSHWLWLRQ��
��&RPSHWLWLRQ�PD\�VWLPXODWH�JRYHUQPHQWV�WR�VHHN�WR�UHQHZ�WKH�LQVWUXPHQWV�RI�WD[DWLRQ�DQG�WR�
ORRN� IRU�QHZ�VROXWLRQV��ZKLFK�PD\�FRQWULEXWH� WR�D�PRUH�HIILFLHQW�IXQFWLRQLQJ�RI�V\VWHPV�RI�
WD[DWLRQ�DQG�WKH�UHGXFWLRQ�RI�ORVVHV�WR�ZHOIDUH�LQFXUUHG�DV�D�UHVXOW�RI�WD[DWLRQ��
$W�SUHVHQW�PRUH�LQ�KDUPRQ\�ZLWK�SROLWLFDO�UHDOLW\�LQ�WKH�(8��
��7KHUH�LV�QR�SROLWLFDO�FRQVHQVXV�WR�VXSSRUW�WKH�VWUXFWXUDO�FRQFHQWUDWLRQ�RI�WD[HV��QR�FRKHUHQW�
FRPPXQLW\�WD[�SROLF\�FR�RUGLQDWHG�ZLWK�D�FRPPXQLW\�EXGJHWDU\�SROLF\��DQG�XQLYRFDO�YRWLQJ�
FRQWLQXHV�WR�EH�WKH�YRWLQJ�SURFHGXUH�LQ�PDWWHUV�RI�WD[DWLRQ���
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9,��&RQFOXVLRQV��1HZ�DQG�1RYHO�,QVLJKWV�*DLQHG�LQ�WKH�7KHVLV�
�
���$V�IDU�DV�HFRQRPLF�HIILFLHQF\�DQG�QHXWUDOLW\�DUH�FRQFHUQHG��WKH�RSWLRQDO�&&&7%�GUDIW�
PD\� EULQJ� LPSURYHPHQW� SULPDULO\� LQ� WKH� DUHD� RI� WD[� FRQVROLGDWLRQ�� HVSHFLDOO\� E\�
UHGXFLQJ�SUREOHPV� LQYROYHG� LQ� WUDQVIHU�SULFLQJ��2XWVLGH� WKLV�DUHD� LW�PD\�JLYH�ULVH� WR�D�
QXPEHU� RI� QHZ� SUREOHPV� LQFOXGLQJ� WKDW� RI� &&&7%� SRVVLEO\� JLYLQJ� ULVH� WR� QHZ�
GLVWRUWLRQV�LQ�WKH�DUHDV�RI�LQYHVWPHQWV��SURGXFWLRQ�DQG�FKRLFH�RI�VHWWOHPHQW���
5HPRYLQJ�VRPH�RI�WKH�REVWDFOHV�WR�FRUSRUDWH�WD[�ZKLFK�LPSHGH�WKH�IXQFWLRQLQJ�RI�WKH�VLQJOH�
PDUNHW� PD\� OHDG� WR� D� PRUH� HIILFLHQW� DOORFDWLRQ� RI� UHVRXUFHV�� 7KH� LQWURGXFWLRQ� RI� &&&7%�
ZRXOG� PDNH� LW� SRVVLEOH� WR� UHPRYH� WKH� GRXEOH� WD[DWLRQ� RI� FURVV�ERUGHU� DFWLYLWLHV�� WR� PDNH�
DUUDQJHPHQWV� IRU� WKH� DGMXVWPHQW� RI� ORVVHV�� DQG� WR� LQWURGXFH� XQLW\� LQWR� WKH� WUHDWPHQW� RI�
LQYHVWPHQWV� LQ� WD[DWLRQ� ZKLFK�� DW� SUHVHQW�� GLIIHUV� IURP� RQH� FRXQWU\� WR� WKH� RWKHU�� 7KH�
FRQVROLGDWLRQ� RI� WD[� EDVHV� DORQH� FRXOG� LPSURYH� WKH� HIILFLHQF\� RI� WD[DWLRQ�� PDNLQJ� LW�
superfluous within the consolidation group to perform “ on paper”  profit transfers aimed at 

PDNLQJ�SURILW�GLVDSSHDU�� UHPRYH�WKH�QHHG�WR�UHVRUW�WR�FRPSOLFDWHG� WUDQVIHU�SULFLQJ�PHWKRGV�
DQG� WKHLU� FRPSOH[� DGPLQLVWUDWLRQ�� $FFRUGLQJ� WR� WKH� GUDIWV� DYDLODEOH� LQ� WKH� SUHVHQW� VWDWH� RI�
SODQQLQJ��REOLJDWLRQV�WR�GRFXPHQW�WUDQVIHU�SULFLQJ�ZRXOG�FRQWLQXH�ZLWK�UHVSHFW�WR�WUDQVDFWLRQV�
LQYROYLQJ�SDUWQHUV�RXWVLGH�WKH�FRQVROLGDWLRQ�JURXS���
,Q� WHUPV� SXUHO\� RI� WKH�PHWKRG� RI� WD[� FRQVROLGDWLRQ�� LW� FRXOG� KHOS� EULQJ� DERXW� D� QHXWUDO� WD[�
HQYLURQPHQW��+RZHYHU��WKH�FRPELQHG�FRPPRQ�WD[�EDVH�KDV�WR�EH�EURNHQ�GRZQ�WR�LQGLYLGXDO�
PHPEHU�VWDWHV��7KLV�LV�VXSSRVHG�WR�EH�GRQH�LQ�DFFRUGDQFH�ZLWK�)$��IRUPXOD�DSSRUWLRQPHQW���
,I� )$� GLYLGHV� SURILW� WR� EH� WD[HG� DFFRUGLQJ� WR� FRPSDQ\�VSHFLILF� IHDWXUHV�–� D� SURFHGXUH� WKH�
RXWFRPH� RI� ZKLFK� PD\� EH� LQIOXHQFHG� E\� WKH� FRPSDQLHV� WKHPVHOYHV� –�� EXVLQHVV� GHFLVLRQV�
WDNHQ�E\�WKH�FRPSDQ\�PD\�EH�GLVWRUWHG��,Q�FRXQWULHV�ZLWK�ORZ�WD[�UDWHV��PXOWLQDWLRQDO�ILUPV�
FDQ�DIIRUG�WR�LQFUHDVH�WKH�ZHLJKW�RI�VXFK�IDFWRUV�RI�WKHLU�DFWLYLW\�DV�KDYH�D�YLWDO�LQIOXHQFH�RQ�
WKH�DOORFDWLRQ�RI�WKH�WD[�EDVH��DQG�WR�GHFUHDVH�WKHP�LQ�FRXQWULHV�ZLWK�D�KLJK�WD[�UDWH��,I��IRU�
LQVWDQFH�� FDSLWDO� LV� WKH� EDVLV� IRU� WKH� GLYLVLRQ� RI� LQFRPH� WR� EH� WD[HG�� )$� PD\� PRWLYDWH� D�
FRPSDQ\�LQ�D�FRXQWU\�ZLWK�D�KLJK�WD[�UDWH�WR�PHUJH�ZLWK�D�FRPSDQ\�LQ�D�FRXQWU\�ZLWK�D�ORZ�
WD[� UDWH��ZKLOH�PDUNHWLQJ� FRQVLGHUDWLRQV�PD\�PRWLYDWH� FRPSDQLHV� WR� UHVRUW� WR� FURVV� ERUGHU�
WUDQVDFWLRQV��,I�WKH�WD[�EDVH�GHSHQGV�RQ�WKH�GRPLFLOH�RI�WKH�SDUHQW�FRPSDQ\��&&&7%�ZLOO�QRW�
EH�QHXWUDO��$OO�DSSRUWLRQPHQW�PHFKDQLVPV�UHO\LQJ�RQ�FRPSDQ\�VSHFLILF�IHDWXUHV�ODFN�WKLV�NLQG�
RI�LQGHSHQGHQFH���
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7KH�RSWLRQDOLW\�RI�&&&7%�DOVR�ZRUNV�VWURQJO\�DJDLQVW�LWV�HIILFLHQF\��$OWKRXJK��IURP�D�SXUHO\�
HFRQRPLF� SRLQW� RI� YLHZ� WKH�PRVW� HIILFLHQW� VROXWLRQ� ZRXOG� EH� D� FRPPXQDO� VKDUHG� V\VWHP�
FRPSXOVRU\�IRU�DOO�WKRVH�FRQFHUQHG��WKH�FKDQFHV�RI�VXFK�D�V\VWHP�ZLQQLQJ�DFFHSWDQFH�DUH�YHU\�
PHDJUH�� 2Q� WKH� RWKHU� KDQG�� LW� LV� QRW� FHUWDLQ� WKDW� RSWLRQDO� VROXWLRQV� VHUYH� WKH� JRDOV�
DSSURSULDWHO\��ZKLOH�WKHLU�PDQDJHPHQW�LV�PRUH�FRPSOLFDWHG�DQG�FRVWO\��2SWLRQDOLW\�LQYROYHV�
WKH�SDUDOOHO�H[LVWHQFH�RI�WZR�GLIIHUHQW�V\VWHPV��ZKLFK�OHDYHV�JUHDWHU�URRP�RI�PDQRHXYULQJ�IRU�
WD[�HYDGHUV�DQG�PDQLSXODWRUV��,W�PLJKW�KDSSHQ�WKDW�WZR�ILUPV�IURP�WKH�VDPH�FRXQWU\�HQMR\LQJ�
VLPLODU�SURVSHFWV� LQ�D�JLYHQ�PDUNHW� �H�J�� �RQH�HPSOR\LQJ�&&&7%�DQG�DQRWKHU�SD\LQJ� WD[HV�
DFFRUGLQJ� WR� QDWLRQDO� UXOHV�� PD\� LGHQWLI\� WKHLU� WD[� EDVH� XVLQJ� GLIIHUHQW� PHWKRGV�� 6LQFH�
&&&7%�RIIHUV�XQLILFDWLRQ� IRU�D� FHUWDLQ�FDWHJRU\�RI� FRPSDQLHV�� LW�PD\�VKLIW� WKH�SURSRUWLRQV�
EHWZHHQ�ILUPV�FKRRVLQJ�WKH�FRPPRQ�WD[�EDVH�DQG�RWKHU�IRUPV�RI�HQWHUSULVHV��7KH�SRVVLELOLW\�
RI�WUDQVIHUULQJ�LQFRPH�E\�DQ�DIILOLDWH�FRPSDQ\�DFWLYH�LQ�WKH�(8�WR�DQ�DIILOLDWH�DFWLYH�LQ�D�WKLUG�
FRXQWU\�LV�DQRWKHU�SRVVLEOH�VRXUFH�RI�IXUWKHU�SUREOHPV��6LQFH�&&&7%�DGGUHVVHV�LWVHOI�RQO\�WR�
SUREOHPV� RI� FRUSRUDWH� WD[DWLRQ�ZLWKRXW� DQ\� OLQN� WR� SHUVRQDO� LQFRPH� WD[�� WKHUH� LV� D� GDQJHU�
JUHDWHU� WKDQ� WKDW� LQYROYHG� LQ� V\VWHPV�SUHVHQWO\� LQ� RSHUDWLRQ�� WKDW� RSSRUWXQLWLHV� RI� DUELWUDJH�
EHWZHHQ�WKH�WZR�NLQGV�RI�WD[�PD\�DOVR�GLVWRUW�PDUNHW�GHFLVLRQV���
�
���:KLOH� LQ�WHUPV�RI�VLPSOLFLW\��IHDVLELOLW\�DQG�FRVW�HIIHFWLYHQHVV�WKH�&&&7%�GUDIW�PD\�
UHSUHVHQW�DQ�DGYDQFH�RQ�H[LVWLQJ�V\VWHPV��WKH�DGYDQWDJHV�PD\�EHFRPH�SDOSDEOH�RQO\�LQ�D�
UHODWLYHO\�QDUURZ�FLUFOH�RI�WD[�SD\HUV��QDUURZ�VHW�RI�DFWLYLWLHV�WD[HG��DQG�RQ�WKH�ORQJHU�
WHUP�WKDQ�HQYLVDJHG�LQ�WKH�REMHFWLYHV�DV�SUHVHQWO\�GHILQHG���
$FFRUGLQJ�WR�WKH�REMHFWLYHV�VHW�IRUWK�LQ�WKH�&&&7%�GUDIW��FRPSDQLHV�DFWLYH�LQ�VHYHUDO�VWDWHV�
ZRXOG�RQO\�KDYH� WR�EH�IDPLOLDU�DQG�FRPSO\�ZLWK�D�VLQJOH�V\VWHP�RI�FRUSRUDWH� WD[�UXOHV��WKH�
FRPPRQ�V\VWHP���ZKLFK�ZRXOG�UHGXFH�WKH�FRPSOLDQFH�FRVWV�RI�FRUSRUDWH�WD[DWLRQ��7KDQNV�WR�
FRQVROLGDWLRQ��FRPSOLDQFH�FRVWV�OLQNHG�WR�GRFXPHQWLQJ�WUDQVIHU�SULFHV�FRXOG�DOVR�EH�UHGXFHG��
,Q�P\�RSLQLRQ�&&&7%��LI� LQWURGXFHG��ZRXOG�PDNH�LW�HDVLHU�DQG�OHVV�FRVWO\�WR�SD\�FRUSRUDWH�
WD[�� EXW� WKLV� H[SHFWDWLRQ� ZLOO� DOVR� FRPH� WUXH� LQ� WKH� FDVH� RI� FRPSDQLHV� ZKLFK� FKRRVH� WKH�
FRPPRQ� WD[� EDVH�� &RPSDQLHV� FKRRVLQJ� &&&7%� FDQQRW� DYRLG� WKH� PRVW� VRSKLVWLFDWHG�
DGPLQLVWUDWLRQ� LQYROYHG� LQ� WKH� GRFXPHQWDWLRQ� RI� WUDQVIHU� SULFLQJ� VLQFH�� DV� VRRQ� DV� WKH\�GR�
EXVLQHVV�ZLWK�SDUWQHUV�RXWVLGH� WKHLU� FRQVROLGDWLRQ�JURXS�� WKH\�ZLOO�KDYH� WR� UHFNRQ�ZLWK� WKLV�
REOLJDWLRQ�� 2SWLRQDOLW\� UHTXLUHV� WKH� SDUDOOHO� PDLQWHQDQFH� RI� WZR� GLIIHUHQW� V\VWHPV� �WKH�
QDWLRQDO�V\VWHPV�DQG�WKH�FRPPRQ�RQH���ZKLFK�PD\�JLYH�D�ORW�RI�GLIILFXOW\�DQG�DGGLWLRQDO�FRVWV�
WR� WD[� SD\HUV� DQG� WD[� DXWKRULWLHV�� &&&7%� UHTXLUHV� IDPLOLDULW\�ZLWK� D� QHZ� V\VWHP� RI� UXOHV��
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ZKLFK� LV� QRW� YHU\� FRVW�HIIHFWLYH� IRU� FRPSDQLHV� DFWLYH� RQO\� LQ� D� IHZ� PHPEHU� VWDWHV��
0XOWLQDWLRQDO� FRPSDQLHV� KDYH� OHVV� GLIILFXOW\� LQ� IDPLOLDULVLQJ� WKHPVHOYHV� ZLWK� QDWLRQDO� WD[�
V\VWHPV�DQG�FDQ�EHWWHU�DIIRUG�WKH�DGGLWLRQDO�FRVWV�LQYROYHG��7KHVH�SUREOHPV�ZHLJK�KHDYLHU�RQ�
PLQRU�HQWHUSULVHV��EXW�WKH\�PLJKW�QRW�ILQG�MRLQLQJ�&&&7%�D�FRVW�HIIHFWLYH�GHFLVLRQ���
���5DWKHU� WKDQ� UHO\LQJ�RQ� WKH� LQIRUPDWLRQ�DYDLODEOH� IURP�DFFRXQWLQJ��&&&7%� LV�GHVLJQHG� WR�
RSHUDWH� DQ� LQGHSHQGHQW� V\VWHP� IRU� WD[� DVVHVVPHQW�� 7KLV� LQYROYHV� DGGLWLRQDO� FRVWV� IRU� WKH�
FRPSDQLHV�RI� WKRVH�FRXQWULHV�ZKHUH� WKH�FRUSRUDWH� WD[�EDVH�KDV� VR�IDU�EHHQ�FDOFXODWHG�YLD�D�
VLPSOH�FRUUHFWLRQ�WR�EDODQFH�VKHHW�SURILWV�DQG�ORVVHV��L�H��LQ�PRVW�VWDWHV���7KH�LQWURGXFWLRQ�RI�
FRQVROLGDWLRQ� PD\� DOVR� QHFHVVLWDWH� DGGLWLRQDO� GDWD� FROOHFWLRQ�� UHFRUG� NHHSLQJ� DQG�
GRFXPHQWDWLRQ�ZKLFK��QHYHU�KDYLQJ�VR�IDU�EHHQ�SDUW�RI�WKH�XVXDO�RUGHU�RI�EXVLQHVV��DOVR�DGG�WR�
WKH� DGPLQLVWUDWLRQ� ORDG�� 7KH� WUDQVLWLRQ� IURP� ORFDO� V\VWHPV� RI� WD[�DFFRXQWLQJ� ���� GLIIHUHQW�
RQHV��LQ�SULQFLSOH��WR�&&&7%�FRXOG�EH�GRQH�E\�EULGJLQJ�UXOHV��ZKLFK�PD\�EH�H[SHFWHG�WR�EH�
FRVWO\�� &&&7%� DLPV� DW� PLQLPLVLQJ� FRPSOLDQFH� FRVWV� ZLWKLQ� WKH� (8�� ZKLOH� LPSRVLQJ�
DGGLWLRQDO�ORDGV�RQ�EXVLQHVV�SDUWQHUV�RXWVLGH�WKH�(8��ZKLFK�PD\�PDNH�LQYHVWRUV�WKLQN�WZLFH�
EHIRUH�LQYHVWLQJ�WKHUH��/DUJH�FRPSDQLHV�GRLQJ�EXVLQHVV�DOO�RYHU�WKH�ZRUOG�PD\�ILQG�LW�HDVLHU�
to apply the same “ arm’ s length principle”  in all their business relations. �
�
���)ROORZLQJ� WKH� LQWURGXFWLRQ�RI�&&&7%� WKH� URRP�RI�PDQRHXYULQJ� RI� WD[� FRPSHWLWLRQ�
ZRXOG�GHSHQG�RQ�KRZ� WKH� FRPPRQ� WD[�EDVH�DQG� WKH�PHWKRG�RI� LWV�DSSRUWLRQPHQW�DUH�
GHILQHG�� DV� ZHOO� DV� RQ� WKH� GLIIHUHQFH� WKDW� ZRXOG� H[LVW� EHWZHHQ� WKHP� LQ� WHUPV� RI�
LQWHUDFWLRQ�DQG�IOH[LELOLW\���
7KH� WUDQVLWLRQ� IURP� VHSDUDWH� WD[� DFFRXQWLQJ� WR� )$� PD\� EH� H[SHFWHG� WR� UHVXOW� LQ� D�
WUDQVIRUPDWLRQ�RI�SROLFLHV� WR�PRWLYDWH� WD[�SD\LQJ��DQG� WR� OHDG� WR�D� UDGLFDO� WUDQVIRUPDWLRQ�RI�
WKH� QDWXUH� RI� WD[� FRPSHWLWLRQ�� 8QGHU� WD[HV� RI� WKH� )$� W\SH� ILVFDO� H[WHUQDOLWLHV� PD\� H[HUW�
LQIOXHQFH�DORQJ�WZR�FKDQQHOV��FKDQJHV�LQ�WD[DWLRQ�LQ�RQH�FRXQWU\�PD\�KDYH�DQ�HIIHFW�RQ�WKH�
FRPPRQ�WD[�EDVH�LQ�DQRWKHU�FRXQWU\��RU�RQ�WKH�SDUW�RI�WD[�UHYHQXHV��ZKLFK�IDOOV�WR�LQGLYLGXDO�
FRXQWULHV��7D[�FRPSHWLWLRQ�UHVXOWV�LQ� WRR� ORZ��RU� WRR�KLJK��� WD[�UDWHV� LI� WKH�FRQVROLGDWHG� WD[�
EDVH� UHDFWV� PXFK� OHVV� �RU� PXFK� PRUH�� IOH[LEO\� WR� FKDQJHV� LQ� LQYHVWPHQWV� WKDQ� WKH�
DSSRUWLRQPHQW�IDFWRU��7KH�UROH�RI�UHODWLYHO\�DJJUHVVLYH�IRUPV�RI� WD[�FRPSHWLWLRQ�LV� OLNHO\� WR�
GHFUHDVH�� � EXW� RSSRUWXQLWLHV� RI� DUELWUDJH� ZLOO� QRW� EH� UHPRYHG�� � E\� H[SORLWLQJ� ZKLFK�
PXOWLQDWLRQDO�FRUSRUDWLRQV�GLUHFW�WKHLU� LQYHVWPHQWV�DQG�WD[DEOH�SURILWV� WR�VWDWHV�ZLWK� ORZ�WD[�
UDWHV��,Q�P\�RSLQLRQ�QR�FRPSUHKHQVLYH�VROXWLRQ�WR�WKLV�JHQHUDO�SUREOHP�FDQ�EH�IRXQG�DV�ORQJ�
DV�PHPEHU�VWDWHV�DUH�IUHH�WR�GHILQH�WKHLU�RZQ�FRUSRUDWH�WD[�UDWHV���
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)ROORZLQJ� XQLILFDWLRQ�� WKH� KLGGHQ� GLIIHUHQFHV� LQ� DFFRXQWLQJ� WD[� EDVHV� ZLOO� UHDSSHDU� LQ� WD[�
UDWHV��ZKLFK�PD\�UDLVH�GLIIHUHQFHV�EHWZHHQ�QRPLQDO�WD[�UDWHV��7KH�FRPPRQ�WD[�EDVH�LV�PRVW�
OLNHO\�WR�EH�QDUURZHU�LQ�FRPSDULVRQ�WR�WKH�EURDG�WD[�EDVH�RI�PHPEHU�VWDWHV�DSSO\LQJ�D�ORZ�WD[�
UDWH��ZKLFK�PD\�IRUFH� WKHP�WR�UDLVH�WD[HV��8QGHU�&&&7%��PHPEHU�VWDWHV�PD\�KDYH�JUHDWHU�
FRQWURO�RYHU�WKH�GLVWULEXWLRQ�RI�LQFRPHV��ZKLFK�DJDLQ�PDNHV�LW�OLNHO\�WKDW�LW�ZLOO�EH�HDVLHU�WR�
UDLVH�FRUSRUDWH�WD[�UDWHV��
&&&7%�PD\�LQWURGXFH�VXEVWDQWLDO�FKDQJHV�LQ�WKH�SURSRUWLRQV�EHWZHHQ�WKH�FRUSRUDWH�WD[�EDVHV�
RI�LQGLYLGXDO�PHPEHU�VWDWHV��7KLV�DSSOLHV�HVSHFLDOO\�LI�WKH�GLVWULEXWLRQ�RI�)$�IDFWRUV�GHSDUWV�
VLJQLILFDQWO\� IURP� WKH�GLVWULEXWLRQ�RI�SUHVHQWO\� WD[DEOH�SURILW�� ,I�D�PHPEHU�VWDWH�SRVVHVVHV�D�
GLVSURSRUWLRQDWHO\�JUHDWHU�VKDUH�RI�WKH�IDFWRU�XVHG�IRU�GLVWULEXWLRQ�WKDQ�WKH�SUHVHQWO\�WD[DEOH�
SDUW�RI�LWV�SURILW��LW�PD\�GHULYH�DQ�DGYDQWDJH�IURP�WKH�)$�V\VWHP��7KHUH�DUH�FRXQWULHV�ZKLFK�
HQMR\�KLJK�UHYHQXHV�IURP�WD[HV�XQGHU�WKH�SUHVHQW�V\VWHP�ZKLOH�WKHLU�VKDUH�LV�UHODWLYHO\�ORZ�LQ�
WHUPV� RI� WKH� PHDVXUH� RI� RWKHU� IDFWRUV� RI� WKHLU� HFRQRPLF� DFWLYLW\� �ZKLFK� ILJXUH� LQ� WKH�
DSSRUWLRQPHQW�IRUPXOD���7KHVH�FRXQWULHV�PD\�EH�H[SHFWHG�WR�GUDZ�ORZHU�UHYHQXHV�IURP�WD[HV�
XQGHU� WKH� QHZ� V\VWHP� DQG� WR� HQGHDYRXU� WR� UDLVH� WKHP� �E\� UDLVLQJ� WD[� UDWHV� IRU� LQVWDQFH� WR�
HQFRXUDJH� SURILW� WUDQVIHUV� WR� WKHLU� FRXQWU\���'XH� WR� WKH� KLJKHU�ZDJHV� DQG�JUHDWHU�ZHDOWK� LQ�
PRUH�DGYDQFHG� FRXQWULHV� �DV� DSSRUWLRQPHQW� IDFWRUV�� WKH� EXGJHWV� RI� OHVV� DGYDQFHG� FRXQWULHV�
PD\� FRPH�ZRUVH� RII� LQ� WKH� ILUVW� IHZ� URXQGV�� ,I� WKH\�ZHUH� WR� FRPSHQVDWH� IRU� WKHLU� ORVW� WD[�
UHYHQXHV� E\� UDLVLQJ� WD[� UDWHV�� WKH\� ZRXOG� EH� UHGXFLQJ� WKH� FKDQFHV� RI� UHJDLQLQJ� �SRVVLEO\�
UDLVLQJ�� WKHLU� WD[� UHYHQXHV� ODWHU� RQ� E\� DWWUDFWLQJ� WKH� IDFWRUV� RI� DGYDQFHG� FRXQWULHV� LQWR�
FRXQWULHV� ZLWK� ORZHU� WD[� UDWHV�� � 9ROXQWDU\� SDUWLFLSDWLRQ� LQ� &&&7%� PDNHV� LW� SRVVLEOH� IRU�
JURXSV� RI� FRPSDQLHV� WR� UHMHFW� WKH� QHZ� V\VWHP� �RU� WR� OHDYH� LW�� LI�D�JUHDW�SURSRUWLRQ�RI� WKHLU�
SURILWV�PD\�EH�H[SHFWHG�WR�EH�WD[DEOH�LQ�D�FRXQWU\�ZLWK�D�KLJK�WD[�UDWH���
���7KH�GLUHFWLYHV�FRQWDLQHG�LQ�WKH�SUHVHQW�SODQV�GR�QRW�VD\�DQ\WKLQJ�DERXW�WD[�FROOHFWLRQ�RU�WD[�
VDQFWLRQV��7KHVH�DUH�WR�UHPDLQ�ZLWKLQ�WKH�FRPSHWHQFH�RI�PHPEHU�VWDWHV�LQYROYHG�LQ�&&&7%�
DQG�PD\�EHFRPH�DUHDV�RI�WD[�FRPSHWLWLRQ���
�
��� ,Q� FRQWUDVW� WR� WUDGLWLRQDO� FRUSRUDWH� WD[�� D� FDVK� IORZ� WD[�ZRXOG� VLJQLILFDQWO\� UHGXFH�
FRPSOLDQFH� FRVWV� OLQNHG� WR� WKH� FDOFXODWLRQ� RI� WKH� WD[� EDVH� ZKLOH� LW� PLJKW� UDLVH� WKH�
DGPLQLVWUDWLRQ�ORDG�UHTXLUHG�WR�GHDO�ZLWK�WD[�IUDXG�DQG�HYDVLRQ���
,Q� FRPSDULVRQ� WR� WUDGLWLRQDO� FRUSRUDWH� LQFRPH� WD[�� D� FDVK� IORZ� WD[�PD\� VLJQLILFDQWO\�
UHGXFH� RSSRUWXQLWLHV� IRU� WD[� HYDVLRQ� DULVLQJ� IURP�GLIILFXOWLHV� LQKHUHQW� LQ� DVVHVVLQJ� WKH�
WD[�EDVH��ZKLOH�WKH�GDQJHU�RI�WD[�HYDVLRQ�H[SORLWLQJ�WKH�PRUH�OLEHUDO�DFFRXQWLQJ�RI�ORVVHV�
PD\�JURZ���
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7KH�LGHD�RI�WKH�FDVK�IORZ�EDVH�LV�UDWKHU�VLPSOH��EHLQJ�WKH�GLIIHUHQFH�EHWZHHQ�WKH�LQFRPH�IURP�
WKH�UHDOLVDWLRQ�RI�FRPPRGLWLHV�DQG�VHUYLFHV�DQG�IORZ�DQG�VWRFN�H[SHQVHV�DV�PHDVXUHG�LQ�WKH�
SHULRG�XQGHU�FRQVLGHUDWLRQ��2QH�SUDFWLFDO�DGYDQWDJH�RI�DSSO\LQJ�FDVK�IORZ�LV�WKDW�WKHUH�LV�QR�
QHHG� IRU�RSHUDWLQJ�D� VRSKLVWLFDWHG�DFFRXQWLQJ� V\VWHP� WR�GHDO�ZLWK� WKH�GHSUHFLDWLRQ�RI�YDOXH�
DQG�FRQVXPHU�FODLPV�� � IRU� WKH�RSWLPDO� WLPLQJ�RI�SURILWV�DQG�FDSLWDO�SURILWV�RU�IRU�FRUUHFWLQJ�
LQIODWLRQ��7KH�RQO\�RSHUDWLYH�IDFWRUV�DUH�WKH�FDVK�IORZV�RI�UHDO�WUDQVDFWLRQV�RU�–�GHSHQGLQJ�RQ�
KRZ�WHUPV�DUH�GHILQHG�–�WKH�FDVK�IORZ�RI�ILQDQFLDO�WUDQVDFWLRQV��,Q�WKH�FDOFXODWLRQ�RI�WKH�WD[�
EDVH� WKH� LQYROYHPHQW� RI� LQFRPHV� DQG� H[SHQVHV� LQ� HFRQRPLF� DQG� DFFRXQWLQJ� WHUPV�PD\� EH�
GLVSHQVHG�ZLWK��ZKLFK� SXWV� DQ� HQG� WR� D� JUHDW� QXPEHU� RI� SUREOHPV� LQYROYHG� LQ�PHDVXULQJ��
WLPLQJ� DQG� UHFRUGLQJ� DV�ZHOO� DV� WR� RSSRUWXQLWLHV� IRU� WD[� HYDVLRQ�� DOO� RI�ZKLFK�DUH� UHJXODUO\�
HQFRXQWHUHG�XQGHU�VHYHUDO�YDULHWLHV�RI�WUDGLWLRQDO�FRUSRUDWH�WD[��8QGHU�D�FDVK�IORZ�WD[�V\VWHP��
WKH�DGPLQLVWUDWLRQ�SUREOHPV�IDPLOLDU�IURP�WKH�ZRUNLQJ�RI�FRUSRUDWH�WD[�ZLOO�YDQLVK�DQG�WKHUH�
ZLOO� QR� ORQJHU� EH� D� QHHG� IRU� WKH� FRQWLQXRXV� UHFRUGLQJ� RI� WUDQVDFWLRQV��1HHGOHVV� WR� VD\�� DOO�
FDSLWDO�GLVLQYHVWPHQW� LV� WR�EH� WUHDWHG�DV� WD[DEOH� LQFRPH� LQ� WKH�V\VWHP��+RZHYHU�� WKH� LQVWDQW�
GHGXFWLELOLW\�RI�WDQJLEOH�DVVHWV�PD\�HDVLO\�OHDG�WR�WD[�IUDXG�DQG�JLYH�ULVH�WR�EODWDQW�LQHTXDOLWLHV�
LQ� WD[HV� WR�EH�SDLG��2I�FRXUVH��XQGHU�DQ�5�)�EDVHG�&)7��ZKHUH� WKH�FDVK�IORZV�LQYROYHG�LQ�
ILQDQFLDO�WUDQVDFWLRQV�DUH�LQFOXGHG�LQ�WKH�WD[�EDVH��IOXFWXDWLRQ�PD\�EH�PRGHUDWH��8QGHU�D�FDVK�
IORZ�WD[��RSSRUWXQLWLHV�IRU�WD[�HYDVLRQ�DULVLQJ�IURP�GLIILFXOWLHV�LQYROYHG�LQ�DVVHVVLQJ�WKH�WD[�
EDVH� DUH� PXFK�PRUH� PRGHUDWH� WKDQ� XQGHU� WUDGLWLRQDO� FRUSRUDWH� LQFRPH� WD[� �DQG� ZRXOG� EH�
VPDOOHU� XQGHU� 6�&)7� WKDQ� XQGHU� 5�&)7��� 7KH� JUHDWHVW� GDQJHU� LQYROYHG� LQ� DSSO\LQJ� DQ\�
YDULDQW�RI�FDVK�IORZ�WD[�ZRXOG�EH�WKH�RSSRUWXQLWLHV�IRU�WD[�HYDVLRQ�FUHDWHG�E\�WKH�RSSRUWXQLW\�
IRU�RIIVHWWLQJ� ORVVHV�� �8QGHU�DQ�6�EDVHG� WD[�WKHUH�LV�QR� WD[�REOLJDWLRQ�DW�WKH�FRPSDQ\�OHYHO��
RQO\� WUDQVDFWLRQV�EHWZHHQ� WKH�HQWHUSULVH�DQG�LWV�VKDUHKROGHUV�DW� WKH�VKDUHKROGHU� OHYHO��6LQFH�
WKLV�V\VWHP�UHTXLUHV�QR�GHWDLOHG�FRPSDQ\�DFFRXQWV�� � LW�PD\�IXUWKHU�GHFUHDVH� WKH�FRPSOLDQFH�
FRVWV� RI� FRPSDQLHV�� ,W� PLJKW� HYHQ�� DW� WKH� (8� OHYHO�� PDNH� VXSHUIOXRXV� WKH� DFFRXQWLQJ� RI�
&&&7%� �XQLILHG�DW� WKH�JURXS� OHYHO��DQG� WKHUHE\� IXUWKHU� UHGXFH�FRPSOLDQFH�FRVWV��7KH�PDLQ�
FKDUDFWHULVWLF�RI�$6(�LV�WKDW�WKH�EXVLQHVV�LQFRPH�LV�H[HPSW�IURP�WD[DWLRQ�DV�ORQJ�DV�LW�LV�QRW�
GLYLGHG�DPRQJ�WKH�RZQHUV��2QO\�GLYLGHQGV�DUH�WD[DEOH�DFFRUGLQJ�WR�WKH�UXOHV�RI�WD[DWLRQ�YDOLG�
in the shareholder’ s country of residence. In my opinion this is relatively easy to apply in the 

FDVH�RI�VHOI�HPSOR\HG�HQWHUSULVHV�RU�VPDOO�ILUPV�EXW�LV�XQUHDOLVWLF�LQ�WKH�FDVH�RI�S\UDPLG�OLNH�
FRPSOH[HV�RI�FRPSDQLHV� LQ�ZKLFK� WKH�SULYDWH�SHUVRQ�DV�XOWLPDWH�RZQHU�LV�YHU\�IDU�IURP�WKH�
SDUHQW�FRPSDQ\���
�
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