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Practical Consequences of BEPS =

» Consequence 1.

ACoordination of Countries Towards a Common Gaatreasing Governmefd
revenues

U G20, Sidney 2014

0 9. We are committed to a global response to Base Erosion and Profit Shifting (BEPS) based on sou
policy principles. Profits should be taxed where economic activities deriving the profits are performe
and where value is created. We continue our full support for the G20/OECD BEPS Action Plan, and
forward to progress as set out in the agreed timetable. By the Brisbane summit, we will start to deliv
effective, practical and sustainable measures to counter BEPS across all industries, including traditi
digital anddigitalisedfirms, in an increasinglglobalisedeconomy.
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Practical Consequences of BEPS IS

» Consequence 1.

A Coordination of Countries Towards a Common Gaatreasing Governmeft revenues
U G20—Turkey 2015

0 G20 Finance Ministers and Central Bank Governors have convened twice already and will meet two more
under our Presidency. G20 Finance Ministers:

-Iw -'

© Copyright TozziniFreire

Advogados

2013

»

»

»

agreed on a robust framework to effectively I
growth ambition.

agreed to work on concrete countgpecific investment strategies to support the collective growth
objective.

expressed their commitment to finalize the G20 financial regulation agenda particularly the proposed
common international standards on total loss absorbing capacity for global systemically important ba

noted that work is on track to finalize the Base Erosion and Profit Shifting (BEPS) Action Plan in 201!
reach a globally modern and fair international tax system.

highlighted the importance of 2015 for the global development agenda and expressed their commitm
to promote an enabling environment for low income developing countries as they pursue their
development agenda and help them to build their institutional capacity.
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Practical Consequences of BEPS =

» Consequence 1.

A* Gl obal i zation of Tax Authorities"’
U Automatic Exchange of Information includellultilateral Agreement- Common Reporting
Standards

o0 We endorse the Common Reporting Standard for automatic exchange of tax information on a recipr
basis and will work with all relevant parties, including our financial institutions, to detail our
implementation plan at our September meeting. In parallel, we expect to begin to exchange informa
automatically on tax matters among G20 members by the end of 2015. We call for the early adoptio
the standard by those jurisdictions that are able to do so.
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Practical Consequences of BEPS =

Consequence 1.

ACoordination of Countries Towards a Common Gaatreasing Governmefd
revenues

U Brazil and Exchange of information
o0 FATCA Model 1

» In September 2015, Brazil received information about 25,000 bank accounts in the US, based
Secretary of Federal Revenue speech at the Federation of Banks (FEBRABAN)

o0 CRS
» Brazilian Congress has not approved the Multilateral Agreement yet
» Brazil will likely start automatic exchange of information in 2018
« Based on data related to 2016 and 2017

© Copyright TozziniFreire Advogados
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Practical Consequences of BEPS =

Consequence 2:

AAdoption of new | egislation by diffe

U UK diverted profit tax
oLegislation I mplementing the U.K.’'s diverted
» Under the regime a tax rate of 25% will be levied on diverted profits related to U.K. activity.
o The Diverted Profits Tax targets:
» U.K. companies with tax structures that lack substance, and
» NonU.K. companies selling into the U.K. without a U.K. taxable presence.
0 There are exceptions for small and medismed companies

Cou-bytfCountry Reporting?

o Involving all companies of the Growysubsidiaries, controlling shareholders, affiliated companies, etc.
o France, Netherlands, Australia, Germany, South Korea, etc.
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Practical Consequences of BEPS =

» Consequence 2:

AAdoption of new | egislation by diffe

U Denial of Participation Exemption on dividends if the payment was deductible in the other cou
0 Example: Brazilian interest on equity

U Brazilian Declaration of Tax Planning
o0 Seems that the Congress may reject this proposal
0 However, it is likely that it will be adopted soon

U China changes in Transfer Pricing legislation for next year

o China's State Administration of Taxation in the fall will release a draft of revised Circular No. 2 (200¢
would significantly revamp the nation's transfer pricing rules, adopting key concepts from the BEPS
project (*)

UEnd of “patent box” regime I n different coc

Source:http//www.bna.com/oecdcountry-measuresn17179935499
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Practical Consequences of BEPS

» Consequence 2:

AAdoption of new | egislation by diffe

U Brazilian transfer pricing
o No change in the fixed margins regime
0 Adoption of BEPS suggested interpretations
»amMm® . NI TAf LINPDARSE F2NJ Ly | LILINERIFOK Ay Ala
derived from industry practices and considers this in line withsalength principle. Brazil will
continue to apply this approach and will use the guidance in this report in this context. Wheis Bl
Tax treaties contain Article 9, paragraph 1 of the OECD and UN Model Tax Conventions and a

double taxation arises that is captured by this Treaty provision, Brazil will provide access to MA
fAYS 6A0K GKS YAYAYdzY a0l yRFENR 2F ! QGA2Yy M

Source:http//www.bna.com/oecdcountry-measuresn17179935499
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Practical Consequences of BEPS

» Consequence 3:

AMore aggressive positions/attitudes of tax authorities towards taxpayers
U In most different countries
U Brazilian tax authorities have historically been aggressive
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Practical Consequences of BEPS
“"Tax Morality”??

» Consequence 4.

ATax morality

UObl i gation to pay “the fair share” of taxe

o What is fair share??



Practical Consequences of BEPS
"Tax Morality”??

* Factors:

A Postglobal financial crisis (GFC) revenue and expenditure

U Thenew economic realities faced by governments around the world mean that significant tax reforms are taking place
governments look to recoup lost revenues from the economic downturn, the entire world is in the midst of a period of
considerable change with their taxation regimes. A large number of countries are considering, or are in the process C
implementing, substantial reforms of their tax systems. This has given rise to additional focus on tax payable by comj
and high net'worth individuals by politicians and public officials seeking to strengthen a weak fiscal position. Thsat foc
enhanced by a general public impression, particularly in Europe and the US, that large companies and banks causec
crisis and that they should be the first port of call for revenue, rather than the person Glafltemomnibus, the Parisian
RER, the Metro dé Madrid or the Cleveland RTA.

A Riseof corporate social responsibility

U Thesecond stream is the rise and broad acceptance of Corporate Social Responsibility (CSR{/\i/n the last decade. Thi
movement seeks to integrate a broad social agenda into the (Jourwew of business operations. While diversity and
sustainability have beenthe vanguard of CSR;amtuption and tax arguably constitute the next wave.

A Riseof media focus

U Thethird stream is the rise of media focus, including social media power and the entrance of m ofit
or?\langtlons into the taxation realm. Coverage of the inadequacies of Greek revepue collectign, the effective tax rats
t NBAARSYUALt /T YRARLELUS aAQu w2Y%SeZ UKS LOUAUDAUASE |z
NS LJZ2 NI S SOlFraArz2zy | OuAPAuUASa KIS (1SLIW ulEFUAZY AYy uf
nature and impact of reputational risk asspciated with tax matters. There is how mgre at stake. Tax has become an
W2LISNF uUAZ2Y It O0dzaAySaaQ AaadzS T2NJ az2YSZ y2 t2y3aIASNI A

g%s plﬁlced tax into a level of discussion which is not attuned to its nuances and complexities. This makes discussion
ifficult.

© Copyright TozziniFreire Advogados  DOUICE: https:/iwww.kpmg.com/Ca/en/External%20Documents/TIGZF88TransparencyReportFinatWeb. pdf



Practical Consequences of BEPS
“"Tax Morality”??

e Factors:

AInternationalization of business

U Thefourth stream is the increasing internationalization of business. This is not simply a questic
capital mobility, but of longer, more specialized and more international supply chains. Those s
chains increasingly separate intellectual property, marketing capacity and support services int
jurisdictions which are neither in the country of residence of the ultimate group holding compa
nor in the country where the customers or the primary tangible factors of production are locate

TozzINIFREIRE

Alncreasinguse of the internet

U Stronglyrelated to increasing internationalization of business, is the final stream, which is the
Increasing use of the internet for sales and services. Sellers often do not have a physical pres
where the transaction is initiated. This has given rise to a discussion of whether the standard 1
treaty model of more than 60 years standing continues to be appropriate in a digital environme

© Copyright TozziniFreire Advogados  DOUICE: https:/iwww.kpmg.com/Ca/en/External%20Documents/TIGZF88TransparencyReportFinatWeb. pdf



Practical Consequences of BEPS

"Tax Morality”??

Developing countries Britain
Loss of corporate taxes Amount of unpaid tax
to the developing world: in 2010/11:

ERe 1500 "NL)
s - .

Cuts announced in 2010
from the welfare bill:

Ll ARl “ e | [
£80bn a year

It is predicted that
illegal, trade-related tax
evasion alone will be
responsible for

Further cuts to be implemented
by 2016-17:

5.6m deaths

of young children in the
developing world between
2000 and 2015

Sources: Christian Aid,
HMRC, Starbucks

© Copyright TozziniFreire Advogados  http://metro.co.uk/2012/12/17/starbucks -amazon-and-google-tax-avoidance-what-is-the-impact-on-developing-countries-3317029/

Starbucks

Sales in the past
three years:

$1.2bn

Reported profits and
taxes paid in these three
years:

0O O
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Practical Consequences of BEPS
“"Tax Morality”??

BOYCOTT STARBUCKS

https://www.y
outube.com/w
atch?v=3EXm
M6vnPNS8

\HONY ¥3H

Support the British economy

Buy your hot drinks from your local

independent cafe, because at least
they pay their fair share of tax.
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Practical Consequences of BEPS
“"Tax Morality”??

 David Cameron, Worldconomid-orum 2013

Alndividuals and businesses must pay their fair share. And businesses who think tt
can carry on dodging that fair share, or that they can keep on selling to the UK an
setting up ever more complex tax arrangements abroad to squeeze their tax bills 1
down, well they need to wake up and smell the coffee, because the public who bt
from them have had enough.

AAnd | et’s be clear: speaking out on
business. (..) This I s about me and a
people in the eye and say that when they work hard and pay their fair share of tax
we will make sure that others do so as well.

Ahttps://www.youtube.com/watch?v=z4f11ffxuzA

© Copyright TozziniFreire Advogados
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Practical Consequences of BEPS e
“Tax Morality”??

© Copyright TozziniFreire Advogados

D v B @B A D 0O

Bloomberg

Inside Google's $1 Billion-a-Year Tax Cutting Strategy

By Jesse Drucker. Designed by Hermann Zschiegner, October 21, 2010
Click or move mouse over orange areas for interactive content.

Googie Inc. has cut roughly $3 billlon from its income tax bill since 2007_ it relies
on a strategy that assigns most profits from its foreign advertising sales to
Bermuda and involves techniques known to tax planners as the "Double Irish”

and the "Dutch Sandwich " Google's Overseas Tax Rate

Click = 10 see how
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Practical Consequences of BEPS

“"Tax Morality”??

Ehe New Yotk Times Business Day

WORLD @ U.S. NY./REGION BUSINESS TECHNOLOGY SCIENCE HEALTH SPORTS OPINIO!

Search Global DealBook Markets Economy Energy Media

HIGH & LOW FINANGE
The Corrosive Effect of Apple’s Tax Avoidance

By FLOYD NORRIS

Published: May 23, 2013

The shameful thing about Apple Inc.’s ability to structure its business ~ Ei FACEBOOK
to avoid United States taxes was not that it did it. In fact, as Apple W TWITTER
executives tried to point out at the Senate hearing at which their ta

strategies were detailed, they could have chosen to pay much less i1

’

American taxes than they did.

© Copyright TozziniFreire Advogados

TAX AVOIDANCE

~

T

TOTALLY LEGAL. TOTALLY WRONG.
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Practical Consequences of BEPS
“"Tax Morality”??

«“ F ghareoft a x e BSufopeandnion
Ahttps://www.youtube.com/watch?v=8494YwYo06Do

 Fairsharebeingdiscussedy Economistloseph E. Stiglitz
Ahttps:// www.youtube.com/watch?v=iOloxpmelxk

 Australianadvertisingaboutfair share
Ahttps:// www.youtube.com/watch?v=cC_D3YfTgT]
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Corporate tax avoidance 'scheme’
hurting Canada, expert says

Country's corporate tax rate sits at about 25 per cent
ByTalinVartanian CBC News Posted: Mar 15, 2014 5:00 AM ET Last Updated: Mar 15, 2014 5:00 AM ET

DennisHowlett, executive director of Canadians for Tax Fairness, says multinational corporations set up subsidiaries
havens such as the Cayman Islands and devise ways to transfer profits there from Canada. As Canadians dutifully
personal income tax returns during the coming weeks, consider this: many profitable companies pay little or no tax.

In an interview this week on The Sunday Edition, DeHnislett, executive director of Canadians for Tax Fairness, says
these multinational corporations set up subsidiaries in tax havens such as Ireland, Switzerland and the Cayman [slz
devise ways to transfer profits there from Canada. There are no laws to prevent this.

“There’ s been a pr bdowletteexrpalta ioms otfo thaaks th aMiemlsg €1l Enr i ¢
Canadian foreign investment going abroad is going t
so It’s become a huge probl em.”

An additional concernfoHo wl et gasi zati on I s Canada’s | ow corpor at
tehstabllshted with no guarantee or requirement from corporations that they spend it on job creation or other benefits 1
e country.

Currently, the rate I s about 25 or 2 dlowedhas acteallytheardd e p
complaints from the U.S.

“l was 1 n Washingto
about Canada becomi

TozzINIFREIRE

n a year oOor so go when | et wi
ng a tax haven,” he says, “becau
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Corporate tax avoidance 'scheme’
hurting Canada, expert says

Culture of 'secrecy"

He reveals that according to Bloomberg LP, few multinationals even pay that low rate. Of theJt8X 60
companies trading on the Toronto Stock Exchangaly four paid 25 per cent tax or more between 2007 and 2011.

Thirteen tper cent of these corporations paid less than 5 per cent in taxes and more than half paid less than 10 per ¢

TozzINIFREIRE

Much of this tax evasion is done secretly.

“The secrecy allows people to open shell compani es
benefi ci aHowleitevxplr aiil 8. “ S0 an account can be opened
person who acts as an intermediary. That way hey ¢
very hard for the Canadian Revenue Agency to figure
wherever 1t 1s."7”

He adds that severe cuts at Revenue Canraare than 3,000 public servants, more than any other government
department-have hampered the government’'s abi Ity to 1 nv
un eshs there is some credible threat of being caught, more and more people get into thiaviax, taxavoidance
scheme

He says the sitwuation has become so0o serious that so
witness the effects on critical areas of the Canadian economy, such as education, health care and infrastructure.

Global efforts are underway for reform. The G8 and G20 summits askédrgfamisatiorfor Economic Goperation and
Development (OECD) to devise a new international corporate tax system.

“Ul timately, 1 think we need a unitary taxation s?/s
and the profits should be taxed wher e tHowdete@ywysh.omilcf
corporations aren’t paying their fair share, ordi na



Global tax avoidance - a trillion
dollar evil

http://www.cbc.ca/news/corporatetax-avoidanceschemehurting-canadaexpertsaysl.2572712
Tom Allard, National Affairs Editor, Sunday Morning Harald, Australia, February 21, 2014

In a world of widening inequality, it is perhaps the most pernicious injustice of th
all. Multinational corporations and wealthy individuals avoiding tax on an
unprecedented scale, shuffling assets, income and debt to the fawstirabletax
jurisdictions and confounding hapless authorities.

It is iImpossible to identify exactly how much tax is being avoided, but the estima
are mindboggling. Some $20 trillion in funds is parked In tax havens, according
The Economist. About $160 billion each year is staned from developing nation:
thanks to tax avoidance by multinationals, a report by Christian Aid found,
comfortably more than they receive in aid handed out by rich nations.

"Essentially, what this means is that the poor aubsidisinghe rich. That's the
heart of the injustice,” says Madrnsak Australian convener of the Tax Justice

Network, a global noprofit activist group.

© Copyright TozziniFreire Advogados
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Global tax avoidance - a trillion
dollar evil

"Citizens expect a comprehensive response from the G20 on this, given the inefficiencies and unfairnes
apparent in the current system," Treasurer Joe Hockey said this week.

The rhetoric is fine, the political will is there. But how can the loopholes be closed in an era where billion
dollars can be transferred to up to 60 tax havens with the click of a mouse?

(..)

Already on the agenda at the G20 is a system of automatic sharing of tax information between its memb
states, as well as its broader political support for the OECD's more comprehensive suite of recommende
to curb tax havens and reform laws known as the Base Erosion and Profit Shifting project.

Mi_ke_CaIIa]ghan, a former Treasury dePuty secretary who is now an analyst at the Lowy Institute, says tr
principle of transparency needs to be taken further.

Tax authorities should not only share information about revenues, expenses, taxable income and tax pa
multinationals with each other, but with the public as well.

This, he says, would invite further scrutiny of global corporations, and allow ordinary citizens to name ar
shame those avoiding tax.

"What really motivates multinational corporations is reputational damage," he says. "That's what will forc
them to change theibehaviour not a fine."

© Copyright TozziniFreire Advogados



Global tax avoidance - a trillion
dollar evil

Whether the G20 gets behind this new level of transparency remains to be seen, although it is likely be discussed t
weekend by G20 finance ministers.

Certainly, public campaigns have been effective. Coffee chain Starbucks, for example, volunteered a £20 million pa
to tax authorities after public outrage in Britain about its tadimisation

As chair of the G20, Australia has a unique opportunity to push the case for tax justice. Hockey and prime minister
Abbott have both said it's a priority.

The rise of China, India and other developing countries has reduced income inequality between nations over the pe
decade, and impressive poverty reduction has occurred in Asia especially.

But the disparity between rich and poor individuals is widening. Some 1 per cent of the world's population owns 50

cent ct)f its wealth and the top 10 per cent control 86 per cent of the world's assets, according to a recent Credit Suis
report.

Reforms of the international tax system could be a gezataliser contribqtin% significantly to boosting incomes and
reducing poverty in the developing world and spurring overall growth in the world economy.

A crackdown on tax loopholes would also help developed nations balance their budgets.

It's a classic wHwin, except for the major shareholders of global corporations, the tax havens themselves and the co
of global tax lawyers who have made a fine art of avoiding tax.

© Copyright TozziniFreire Advogados
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