[]
news and developments
in the field of tax and development

Issue 13 - December 2016 international tax compact

International Developments
Conferences and Training
News from Partner Countries

What's new in the International Tax Compact

=
<
.S
3
2
=}
=
Q

a - ' - -

international tax compact ¢ www.taxcompact.net e secretariat@taxcompact.net



http://www.taxcompact.net/
mailto:secretariat@taxcompact net

Welcome to the Latest Edition of the ITC Newsletter

Dear Reader

Tax and development continues to be high on the international politi-
cal agenda. It is one of the main topics in Germany’s G20 presidency
in 2017, which began recently on 1 December. Domestic Revenue
Mobilisation (DRM) will be emphasised during the G20 presidency
with the aim to deepen international tax cooperation and ensure
inclusiveness towards developing countries in order to promote a fair,
transparent and effective global tax debate. It will be interesting to
follow the debates, read about the outcomes and see where they lead.

With the official launch of the Platform for Collaboration on Tax in
April 2016, the IMF, UN, World Bank Group and the OECD plan to
intensify and formalise their cooperation on tax issues and it remains
to be seen what benefits this new platform will deliver. As more and
more development partners and partner countries recognise the
importance of DRM coordination, its promotion will become even
more significant for effective development cooperation.

Enhancing DRM remains a challenge for many partner countries, how-
ever. International assistance can be a powerful catalyst for DRM and
can play an important role in building sustainable national revenue
systems in partner countries. Policy coherence for development addi-
tionally needs to ensure that domestic policies pursue the objective of
supporting improvements in revenue mobilisation in partner countries.

Bringing greater exposure to the perspectives of partner countries in
the international tax debate is also critical. The ITC therefore aims to
strengthen regional tax networks and increase cooperation with civil
society organisations.

The articles in this newsletter provide short overviews of the latest
developments in international tax cooperation. Please note that the
perspectives and opinions expressed in this newsletter are entirely
those of the contributing institutions and do not necessarily reflect
the views of the ITC. If you have any questions or suggestions regard-
ing the newsletter, or if you would like to contribute an article for the
next issue, please do not hesitate to contact us.

Happy reading!

Jasmin Froehling, Coordinator ITC Secretariat

Upcoming Events

The ITC website features a calendar listing all
DRM-related events, which can be accessed
here.

We therefore strongly encourage all our
readers to inform us about any forthcoming
DRM-related events that are not yet listed in
the calendar by emailing us.

International Tax Compact (ITC)
Secretariat c/o GIZ Office Bonn
Friedrich-Ebert-Allee 36

53113 Bonn, Germany
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News From the
Addis Tax Initiative

he Addis Tax Initiative (ATI) is a multi-stakeholder
Tpartnership of development partners and partner
countries that aims to catalyse significant increases in
domestic revenue and improve the transparency, fairness,
effectiveness and efficiency of tax systems in partner
It was launched at the UN’s Third Inter-
national Conference on Financing for Development, held
in Addis Ababa, Ethiopia, in July 2015. By signing up to
the ATI,
double technical cooperation in the area of domestic
revenue mobilisation (DRM) by 2020, whereas partner
countries commit to step up DRM in order to stimulate
development, in line with the ATI’s key principles. All ATI
signatories commit to ensure policy coherence for devel-
opment. The ITC operates the ATI Secretariat and sup-
ports the ATl Steering Committee in implementing ATI

countries.

development partners commit to collectively

activities and in monitoring progress made against meet-
ing the ATI commitments.

2016 was a successful year for the Addis Tax Initiative.
With tax figuring high on the international political agenda,
the ATI received considerable attention and was estab-
lished as the main vehicle for increasing support to DRM
in international development cooperation and thus as an

Latest Developments

important means for financing the Sustainable Develop-
ment Goals (SDGs). Preparations are under way for the
first ATl Monitoring report, and moreover, the ATI is
developing tools for improved coordination among devel-
opment partners to make support for DRM more effec-
tive. Two ATI Side Events were held in the second half of
2016 and with Burkina Faso, Uganda and the Solomon
Islands, three new countries have joined the ATI since
July — expanding the membership to 37 signatory coun-
tries. As Secretariat to the ATI, the ITC extends a very
warm welcome to these new partners and looks forward
to working with them over the coming years.

Summary of the 2nd Meeting of the
Signatories of the Addis Tax Initiative

he 2nd Meeting of the signatories of the Addis Tax
Tlnitiative was held on 19 October in Paris, France.
At the meeting, the ATI Work Plan for 2016-17 was dis-
cussed. This document outlines the key priorities of the
Addis Tax Initiative until the end of 2017. The work plan
is available here.

The ITC gave an update on the reporting process for the
2015 ATI Monitoring Report which will be based on
OECD DAC data, other official data and indicators for
DRM-related activities, as well as on additional voluntary
anecdotal contributions. The reporting process for this
baseline report will commence with a Monitoring Survey
as soon as the OECD DAC data on ODA (Official develop-
ment Assistance) flows in 2015 has been finalised. All
ATl members are highly encouraged to use this opportu-
nity to showcase their progress against meeting the ATI
commitments, and to share their success stories and any
lessons learnt.

At the conclusion of the meeting, questions regarding the
governance of the ATl and the future composition of the

Steering Committee were also discussed.

For further information, please contact Simon Blum.
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ATI Side Events at
UN HLPF in New York and
GPEDC HLM2 in Nairobhi

wo ATI side events took place in the second half of
T2016: On July 18 at the UN High-Level Political
Forum in New York and recently, on November 30, at the
Second High-Level Meeting (HLM2) of the Global Partner-
ship for Effective Development Cooperation (GPEDC) in
Nairobi, Kenya. While the discussions in New York cen-
tred on how partner countries can benefit from the Addis
Tax Initiative, the focus of the event in Nairobi was on
donor coordination and what the ATI’s contributions here
could be. The side event at the GPEDC HLM2 discussed
effective development cooperation focusing on coordi-
nated cooperation efforts. As a starting point for this dis-
cussion, the DRM Database currently being developed by
the ATl was presented. This will be an important tool for

Engaged discussions at the ATl Side Event
at the GPEDC HLMZ2 in Nairobi.

improving coordination efforts in providing support for
DRM in partner countries. The DRM Database will give
an overview of technical assistance projects carried out
worldwide in the area of DRM. The subsequent panel dis-
cussion focused on the current challenges to effectively
provide support to partner countries in the field of DRM.

Both side events contributed to the visibility of the Addis
Tax Initiative and highlighted the importance of domestic
revenue mobilisation. More information on both events
is available on the ATI website.

If you have further questions, please contact Simon Blum.

"‘—.*

———
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News from the UN Committee
of Experts on International Cooperation
in Tax Matters

he UN Committee of Experts on International Coop-
Teration in Tax Matters met for its thirteenth session in
New York from 5—8 December with Committee Members
in attendance, as well as observers from countries, inter-
national organisations, non-governmental organisations,
academia and business. This was the first time the Com-
mittee had met twice in a calendar year. In accordance
with the commitment in the Addis Ababa Action Agenda
of the Third International Conference on Financing for
Development (2015), the Committee will continue to
meet twice a year for four days each. Spring sessions will
be held in New York (3—6 April 2017 — with a special tax
themed meeting of the UN Economic and Social Com-
mission to follow on 7 April) and autumn sessions will
follow in Geneva (17-20 October 2017). This is in partic-
ular accordance with a request from the G-77 and China.

The December meeting was the penultimate one for this
configuration of the Committee, and the primary focus
was on approval of 2017 updates to the UN Model
Double Taxation Convention between Developed and
Developing Countries. With the new article to provide for
source taxation of fees for technical services approved in
October 2016, the main focus was on agreeing to changes,
usually similar to those proposed under the OECD/G20
Base Erosion and Profit Shifting (BEPS) process which
reduces opportunities for abuse of treaties by parties not
intended to benefit from them.

Second, the proposed changes seek to ensure that the
‘permanent establishment’ concept (which is an indica-
tor of economic engagement in a foreign country deter-
mining whether that country may, under tax treaties, tax
the profits from such an engagement) is not abused by
contract splitting or other means, to try to avoid the for-
mal existence of a permanent establishment when one in
substance exists. Discussion on some of the proposed
changes will continue in April.

Latest Developments

An area which received significant attention was on the
coverage of international transport — shipping and air
transport in particular. Changes were made to clarify the
operation of Article 8 of the UN Model Tax Convention,
which has special rules for taxing international transport
of passengers and cargo designed to encourage such
transport by providing generally only for taxation of profits
by the home country of the enterprise, but allowing prof-
its made in a country from some related activities to be
taxed by the latter country. Clarification of where the line
is drawn between taxable and non-taxable transport-
related activities is an important area for the 2017 up-
date of the UN Model. Discussion on some of the proposed
changes will continue in April.

The final three chapters of the 2017 Handbook for
Developing Countries on Selected Issues in Extractives
Taxation were approved by the Committee (Permanent
Establishments, Fiscal ‘Take’, and VAT Issues). This and
other aspects of the Handbook will then be edited before
printing. An extra chapter on transfer pricing issues in
the extractive industries will be added if feasible. An
update on the editorial process for the 2017 version of
the UN Practical Transfer Pricing Manual for Developing
Countries was also given.

There were presentations by a Swedish government
expert and a staff member of the IMF on environmental
tax options and issues for developing countries. Matters
addressed included some background on the Swedish
experience and its possible relevance for developing
countries (including the distributional effects and ways
of gaining public acceptance), as well as, in the IMF pre-
sentation, the issues involved for energy pricing reform,
including the need to dismantle pre-tax energy subsidies
and then apply corrective taxes.

An outline of UN tax-related capacity building work was
given, including aspects of the work supported by GIZ.

Papers and presentations can be found here.

For further information, please contact Michael Lennard.
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New Policy Analysis:
Options for Strengthening
Global Tax Governance

he importance of global cooperation on tax issues is
Tbecoming more and more evident. Countries in the
Global North and South alike have been shown to offer
preferential treatment to foreigners: both individuals and
huge transnational corporations are using a fragmented
and inconsistently regulated global system of transborder
taxation to evade and/or avoid taxes. The sums lost amount
to hundreds of billions annually.

Among the latest efforts to curb losses from an eroding
tax base, tax avoidance and evasion are those occurring
under the roof of the OECD — most notably the BEPS
(Base Erosion and Profit Shifting) process and the inclu-
sive framework for its implementation — as well as
reforms at the United Nations and the establishment of a
Platform for Collaboration on Tax between the Bretton
Woods Institutions, the OECD and the UN.

However, gaps in global tax governance remain, both in
the institutional setting and with regard to substantive
issues. For example, there is still no body with universal
membership that could discuss issues of particular im-
portance to countries in the Global South, such as the
taxation of resource extraction, tax competition and pref-
erential tax regimes or the source and residence principles.

In order to fill these gaps, either existing institutions
need to be further developed, or new ones established, or
both. In any case, a new body would have to perform cer-
tain functions and meet particular criteria with regard to
composition. A new paper published by Friedrich-Ebert-
Stiftung, MISEREOR and Global Policy Forum formulates
options for achieving this.

You can download the full paper here.

For further questions, please contact the author of the
paper, Wolfgang Obenland from the Global Policy Forum.

_ INTERNATIONAL POLICY ANALYSIS
-
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Tax Justice Network Study:
Global Taxation to Finance the
Sustainable Development Goals

ducation is a fundamental human right and a global

public good. So how do we address the lack of
financing for it around the world? This month the UN
Education Commission published their report on financ-
ing the Sustainable Development Goals (SDGs), includ-
ing a background study from the Tax Justice Network on
the role of global tax policy change.

The study, developed with the support of ActionAid and
Oxfam, and written with Prof. Steven Klees, notes that
tax revenues in most lower-income countries have failed
over decades to converge towards OECD country levels,
for two main reasons. One, the relatively consistent
advice from international organisations following a ‘tax
consensus’ that neglected direct taxes; and two, the
global failure to challenge tax havens.

Latest Developments

Revenues losses due to multinational corporate tax
manipulation are estimated at around $600 billion annu-
ally. Losses on income taxes due to undeclared offshore
wealth are estimated to approach $200 billion. A global
financial wealth tax, as suggested by Thomas Piketty,
could cover the estimated requirement for additional
public financing of the SDGs if levied at just 0.01%
annually.

The main recommendations concern coordinated inter-
national action to ensure the availability of information
for national or global taxes, with the following measures
likely to have high benefit to cost ratios and to be rela-
tively readily achievable:

Publication of country-by-country reporting on
the OECD standard (with later changes possi-
ble), from all MNEs

Public registers of ultimate beneficial ownership
of companies, trusts and foundations

Comprehensive, automatic exchange of

financial information between jurisdictions

A global, public registry of financial wealth

To support each of these, and provide space for policy
discussions that reflect non-OECD priorities equally, the
final recommendation is for the creation of a meaning-
fully resourced, globally representative, intergovernmen-
tal tax body.

The full study is available here.

For further information, please contact Alex Cobham.
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The Tax Justice Network’s
Proposals for Effective Beneficial
Ownership Registration

entral and public registries of beneficial owners of
Clegal persons (e.g. companies) and arrangements
(e.g. trusts) are the most effective way to ensure that tax
evaders, corrupt officials and money launderers will not
be able to hide behind opaque entities, nominees or
bearer shares to keep engaging in illegal activities. These
registries would also help cross-check and complement
the information that will soon be automatically exchanged
under the OECD’s Common Reporting Standard (CRS).

The world is moving towards that direction. In 2014 the
G20 published the High Level Principles on Beneficial
Ownership Transparency. In 2015 the European Union
approved the 4th Anti-Money-Laundering Directive es-
tablishing central registries of beneficial ownership for
companies and some trusts. After the Panama Papers,
the European Commission is proposing to amend the EU
Directive and enlarge the scope of covered trusts. It also
proposes public access for most types of entities’ benefi-
cial ownership information. In 2016 the UK made avail-
able an online registry of beneficial owners of companies.
In relation to developing countries, the Global Forum’s
new terms of reference for the peer reviews will also start
looking into the availability of beneficial ownership infor-
mation.

In spite of this progress, some definitions of ‘beneficial
owner’, even under the Financial Action Task Force (FATF)
Recommendations, contain loopholes regarding thresh-
olds and the possibility to name a senior-manager as a
beneficial owner. For this reason, the Tax Justice Network

tax ustice
network

(TJN) published two papers, suggesting amendments to
fix the loopholes in the FATF Recommendations and the
EU Directive with regard to companies and trusts. In the
case of trusts, there is disagreement even within the civil
society about what types of trusts to register and which
related parties of a trust should be considered a benefi-
cial owner. For this reason, TJN also published the case
for registering trusts — and how to do it.

Until central and public registries of beneficial owner-
ship are available everywhere, each country should
ensure that only companies and trusts that registered
their beneficial owners will be allowed to operate in their
territories. In order to promote this, TIN has co-organised
two regional events in Argentina in 2015 and 2016,
bringing together civil society organisations, journalists
and public officials from the tax authorities, commercial
registries, financial intelligence units, etc. from many
Latin American countries.

For more information on registries of beneficial ownership
for companies and trusts, please contact Andres Knobel.
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Fighting Inequality
Through Tax and Budget Work

ecently, Oxfam and its partners developed a new
R programme called Fiscal Accountability for Inequality
Reduction (FAIR-EiU). Through FAIR EiU Oxfam uses
fiscal justice to tackle inequality, advance people's rights
and reduce poverty. The programme builds on a solid
track record, which highlights the influencing and capac-
ity building work Oxfam and partners are implementing
in 35 countries around the world. Part of our previous
work has been done with the support of the International
Tax Compact since 2012.

Historically, Oxfam's campaigns have been developed on
the basis of knowledge and understanding we gained
from our programmes. FAIR-EiU strengthens the connec-
tions between influencing work at country level and
Oxfam’s global Even It Up! Campaign. This campaign
aims to change the terms of global debate on inequality,
whilst campaigning for fairer tax policies and advocating
against corporate tax evasion.

Tax avoidance by multinational firms now starves devel-
oping countries of approximately $100 billion per year.
Oxfam research shows the lost revenue from wealthy
African individuals’ use of tax havens would generate

Latest Developments

Women's group in Bangladesh
supported by Oxfam and partner SUPRO
to work on fair taxation, April 2016.

enough money to easily ensure an education for every
child, and to pay for the healthcare that could save the
lives of 4 million children in Africa. Tax dodging is dam-
aging not just because it denies governments and citi-
zens their rightful revenue for schools and hospitals and
roads. It also undermines the trust between citizen and
government that’s essential for development. The best
way to get more out of development cooperation is to
ensure that other policies are not working against it. This
is why development cooperation needs to walk hand in
hand with a reform of the global tax system.

Investing in developing countries’ tax systems is not
enough on its own. It is crucial to include the voices of
citizens and civil societies. Their voices can make a dif-
ference in ensuring that powerful companies and individ-
uals pay their fair share of tax, and that public spending
goes for quality public services. This is why Oxfam helps
citizens from across the world organise and use fiscal
justice tools such as budget monitoring, budget tracking,
and advocacy.

Please find more information here
or contact Stefan Verwer.
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THE ECONOMIC
AND HEALTH
BENEFITS OF

TOBACC
TAXATIO

Tobacco Taxation:
A Unique Tool for Development

obacco taxation is a unique tool for development. It
Tis the only instrument able to reduce morbidity and
mortality and at the same time inject resources into the
government budget instead of draining funding from it.
It's a win-win for both public health and fiscal policy.

The revenue potential of tobacco taxation is staggering.
Countries throughout the world already collect USD 328
billion per year from cigarette excise taxes. If all countries
were to raise cigarette excise by the equivalent of around
USD 0.8 per cigarette pack, then an extra USD 140 billion
in tax revenue could be generated globally. Furthermore
the tax induced increase in cigarette prices will lead to as
many as 66 million fewer smokers reducing the risk of
morbidity and mortality.

The revenue generation aspect of tobacco taxes has been
strongly recognized in the Addis Ababa Action Agenda.
Intriguingly, tobacco taxation is the only tax recognised
in the Addis outcome document.

But the positive impact of tobacco tax increases is not
just a theoretical element taking into account by the
international community during high-level meeting. It
has been proven in many countries including, in different
regions and with differing levels of development and
technical capacity, most recently in the United States,
the European Union, China, the Philippines, Gambia and
Kenya. These examples have shown how raising tobacco
taxes can provide governments with a source of long-term
financing for sustainable development, boosting the econ-
omy and freeing up resources to support fragile health
systems. Increases in real prices of tobacco products
have the greatest impact on young people, women and
the poor, leading to better health and socio-economic
outcomes.

Developing countries themselves are committed to
increase their tobacco taxes and the World Health
Organization is working with many, specifically in Africa
and Asia, to offer technical assistance. At the WHO we
know the high impact and the positive return on invest-
ment of technical assistance. This needs more recogni-
tion and for that reason we greatly value the Addis Tax
Initiative and the effort that the Initiative is doing offer-
ing a platform for donor countries, international organisa-
tions and developing countries to work together to increase
domestic revenue mobilisation.

For further information, please contact Marta Guglielmetti.
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Tax Inspectors Without Borders
Announces new South-South Partnership
Between Kenya and Botswana

ax officials from Kenya and Botswana have agreed to
Ta landmark tax assistance project that marks the first
South-South co-operation pact under the Tax Inspectors
Without Borders programme. Under the new partnership,
experts from the Kenya Revenue Authority (KRA) will
provide technical assistance on audits of multinational
enterprises to counterparts in the Botswana Unified
Revenue Service (BURS) starting in early 2017.

Direct assistance in audits is a cornerstone of the Tax
Inspectors Without Borders (TIWB) project, which was
launched in July 2015 by the Organisation for Economic
Co-operation and Development (OECD) and the United
Nations Development Programme (UNDP) as an innova-
tive attempt to address widespread tax avoidance by
multinational enterprises in developing countries. The
programme aims to boost domestic revenue mobilisation,
which is seen as a key element towards financing the
UN's Sustainable Development Goals. Eight pilot pro-
jects — in countries spanning the globe from Africa to
Asia and Latin America — have resulted in more than
$260 million in additional tax revenues to date.

The new Kenya-Botswana co-operation agreement was
announced during a seminar on domestic revenue mobil-
isation organised by the OECD and the African Tax
Administration Forum (ATAF), in the margins of the 2nd
High-Level Global Partnership for Effective Development
Co-operation meeting in Nairobi, Kenya.

‘The challenges of building fair, effective and efficient
tax systems that can deliver the resources needed to
meet the UN Sustainable Development Goals are far big-
ger than any one organisation,” OECD Secretary-General
Angel Gurria said. ‘We are proud of the concrete results
that the Tax Inspectors Without Borders programme is
achieving, and remain even more ambitious for the
future. By ramping up our already close co-operation with

Latest Developments

Segolo Lekau (Commissioner — Domestic Taxes BURS, left) and
Benson Korongo (Commissioner — Domestic Taxes KRA, right)
signing the letter confirming the KRA-BURS co-operation

ATAF, we will spread the learning-by-doing approach to
further South-South co-operation and help ensure that
multinationals operating in Africa pay their fair share of

tax.

The Kenya-Botswana partnership follows several years of
growing international co-operation on tax and develop-
ment issues in Africa. This includes efforts by OECD, in
partnership with ATAF and the World Bank, to boost
transfer pricing capacity in developing country tax
administrations, as well as programmes designed to
improve the legislative, regulatory and administrative
ability to effectively deal with international tax issues.
OECD and ATAF have also pledged to work together to
identify other instances for Africa-Africa co-operation
under the TIWB initiative. ‘As the lead player in African
tax matters, focussing on the building of capacity in tax
administration, the African Tax Administration Forum is
committed to work with the OECD in the Tax Inspectors
Without Borders initiative,” said ATAF Executive Secre-
tary Logan Wort. ‘The exchange of tax audit experts in
timely and targeted interventions is particularly com-
mendable. ATAF applauds the co-operation between
Kenya Revenue Authority and Botswana Unified Revenue
Service, which lays the foundation for inter-African
capacity exchange as supported by ATAF and TIWB'.

For further information, please contact Joseph Stead.
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CREDAF
Gains Strength

2016 has been a very successful year for the CREDAF,
The Exchange and Research Centre for (Francophone)
Tax Administrations Leaders.

In addition to the international meetings and the techni-
cal works on tax matters, the partnership with the inter-
national organisations has been developed and the
Secretariat has been strengthened. The CREDAF tackled
cross-disciplinary themes such as transfer pricing, reim-
bursement of VAT and repayment of tax arrears as well as
human resources and training. Indeed, the CREDAF held
its Annual Symposium from 23 to 26 May 2016 in
Libreville, Gabon, on HR management strategies. It was
followed by a ‘training of trainers’ seminar on the reim-
bursement of VAT credits in Morocco in September.
Three ‘seminars of directors’ were organised in Senegal,
Guinea and Madagascar on capacity strengthening tools
for tax reforms, repayment of tax arrears, as well as trans-
fer pricing and exchange of information (in collaboration
with the OECD), respectively.

One of the most striking achievements of the Centre is
the development of its partnerships with international
organisations on one hand, and with academic institu-
tions on the other hand. In addition to the partnership
with the OECD, a new cooperation agreement with the
UNDP ‘Pole for Strategies of Development and Public
Finance’ of Dakar was signed in February 2016 in Dakar,
Senegal. Moreover, the CREDAF joined the OECD
Committee on Fiscal Affairs last April as observer.

The expansion of the Centre is going to continue next
year, with new partnerships that are about to be finalised
with the ‘Ecole supérieure des Mines de Paris’ (Mining
School of Paris) and the ‘Fondation d’études et de
rencontres sur le développement international’ (The
Foundation for International Development Study and
Research, Ferdi). Talks are also in progress with the In-
ternational Organisation of Francophone Countries (OFI).

Important international meetings have been organised
recently with CREDAF partners. The first regional work-
shop for francophone countries on the BEPS inclusive
framework, organised jointly with the OECD, took place
in Tunis and the second workshop on domestic resource
mobilisation, in collaboration with the network of Low
Income Countries’ Ministers of Finance, was held in
Abidjan. The CREDAF actively contributed to the success
of these events through both financial and technical
support.

At last, at the technical level, the CREDAF has worked on
a practical guide on extractive taxation, which will be
presented in Lomé, Togo, in May 2017. Furthermore, a
new guide on collecting tax in times of crisis will be
launched in 2017.

To conclude, 2016 is viewed as a turning point and con-
firms the increasingly important role of the CREDAF in
the international tax cooperation. The development of
the CREDAF activities moreover led the organisation to
recruit a new tax advisor, a senior official of the Sene-
galese tax administration.

For further information, please contact Didier Cornillet.

CREDAF delegates at the Annual Symposium in Libreville,
Gabon, May 2016.
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5th International Workshop on
Mobilising Domestic Revenue
in Developing Countries

n 13-14 September 2016, the German Develop-
Oment Institute (DIE) organised its bth International
Workshop on Mobilising Domestic Revenue in Developing
Countries in Bonn. Against the backdrop of the first
anniversary since formal adoption of the Sustainable
Development Goals (SDGs) this year’s workshop focused
on ‘Implementing the 2030 Agenda — The role of subna-
tional taxation’.

The occasion offered a splendid opportunity to discuss
and share impressions on the contribution that subna-
tional taxation can make — not only in the implementation
of the 2030 Agenda but also in the debates around the
Third United Nations Conference on Housing and
Sustainable Urban Development (Habitat I11) that took
place in Quito in October 2016.

Ms Marion Fleuth-Leferink (Federal Ministry for Econo-
mic Cooperation and Development, BMZ) and Ms Julia

Conferences and Training

Leininger, Head of Department Governance, Statehood,
Security at DIE opened the workshop emphasising the
increasing relevance of taxation in the international
agenda and the role that taxation can play in enhancing
development and democratic governance. After the open-
ing addresses, Mr Ehtisham Ahmad, visiting professor at
the London School of Economics and the Centre for
Development Research in Bonn gave a keynote presenta-
tion in which he outlined the untapped potential of sub-
national taxation as well as the challenges that countries
and donors face in exploiting it.

The subsequent panel discussions and presentations
focused on the political economy of fiscal decentralisa-
tion reforms and local taxation. Discussions highlighted
that the incentives for policymakers at different levels of
government are not always well aligned to foster the effi-
cient and effective use of the existing revenue sources. In
addition, tax competencies are not always granted to the
most appropriate level of government. One session focused
on how urbanisation is increasing the fiscal needs of
cities in developing countries while at the same time
strengthening highly attractive taxes for local govern-
ments such as the property tax. Also the specific chal-
lenges that local taxation faces in fragile contexts, as well
as the need to improve the reliability of tax data were
addressed in individual sessions. The workshop closed
with a panel on the approaches that different international
donors and implementing agencies are employing to work
in this area and to deal with the various challenges
enumerated above.

The detailed agenda including the presentation slides
can be downloaded here.

A policy brief based on the theses and recommendations
discussed in the scope of this workshop can be found here.

The DIE, with the support of the BMZ, plans to continue
this workshop series in the following years. For further
information, please contact Armin von Schiller.
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Civil Society Urges
Development Banks to Increase
Tax Transparency

n 10 November 2016, Eurodad and Oxfam-IBIS
Oorganised an international conference on responsible
taxation in development finance. The conference, which
took place in Brussels, focused specifically on the role of
Development Finance Institutions (DFls) and brought
together stakeholders from across the development com-
munity, including officials from the World Bank, Inter-
American Development Bank, the Dutch Development
Bank FMO and the UN. One of the key topics of the day
related to how DFls should increase the tax transparency
surrounding their investments, particularly when it comes
to public country by country reporting and public disclo-
sure of beneficial ownership data.

This debate is not new to us. Already in 2014, Eurodad
published a report entitled Going Offshore, which high-
lighted that DFIs continue to invest in and partner with
companies that use secrecy jurisdictions, without com-
pensating for this with a level of transparency that
removes any suspicion of tax evasion or aggressive tax
planning. Civil society organisations have repeatedly
argued that this kind of behaviour cannot be tolerated. As
public institutions with a development mandate, DFls
should go beyond commercial practices and develop and
implement ambitious policies to ensure that the compa-
nies they invest in and partner with (for example in the
case of investments through financial intermediaries)
demonstrate responsible tax practices.

Going Offshore

How development finance institutions support companies
using the world’'s most secretive financial centres

By Mathieu Vervynckt

Tax
Havens [

( (4] 1000m

Development
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Thus, we — together with many other civil society organi-
sations — urge DFls to only invest in, or partner with
companies that are willing to publicly report on a country
by country basis the value of their assets, sales and
purchases, profit or loss before tax, tax on profit or loss,
number of employees and public subsidies received. This

would allow stakeholders to assess to what extent
aggressive tax planning strategies seem to be in place
and whether profit shifting is happening. Similarly, DFls
should only rule clients eligible for public support if they
are willing to make beneficial ownership information
public before project approval. In other words: if DFls
truly want to be additional, they should lead by example.

For further questions, please contact Mathieu Vervynckt,
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Tax Administrations of the Caribbean
Gather to Discuss
Tax Compliance Risk Management

osted by the Guyana Revenue Agency (GRA), and
H delivered in collaboration with CATA, the OECD, the
World Bank, CIAT and the Canada Revenue Agency (CRA),
the workshop entitled ‘A Practical Approach to Risk
Assessment in the Caribbean Region’ took place in
Georgetown, Guyana October 4-6, 2016.

A representative of the IMF’s Caribbean Regional Tech-
nical Assistance Centre (CARTAC) also participated in
the activity, along with officials from areas dealing with
risk assessment from the tax administrations of Antigua
and Barbuda, Barbados, Trinidad and Tobago, Saint Lucia,
Dominica, St. Kitts & Nevis, Grenada, Belize, and a sig-
nificant number of officials from Guyana.

The need to maximise the use of limited resources and
increase revenues to support government programs has
made the tax risk assessment process a strategic priority
of tax administrations. Through a combination of presen-
tations, case studies and interactive discussions, partici-

Conferences and Training
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pants and presenters explored a variety of issues related
to tax risk assessment — including information sources,
risk assessment models, IT solutions, and key challenges
associated with the SME sector. Moreover, the topics
discussed in the workshop dealt with tax regulations, the
identification of and access to sources of information,
tools and techniques, as well as strategic, cultural and
regional aspects that affect the risk management process.

The participants showed great commitment and interest
in the practices discussed and in replicating them where
appropriate in their respective areas in the interest of
strengthening their tax administrations. This activity is
an excellent example of cooperation and coordination
between tax administrations and international/regional
organisations to strengthen tax administration capacity
in the region.

For further information, please contact Gonzalo Arias or
Duncan Onduru.
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CIAT Technology Meeting Held in Miami

he CIAT Technology Meeting gathered tax administra-
Ttions, software development technological firms,
international organisations and cooperation agencies
related to CIAT and was held in Miami, United States, on
October 10-12, 2016. The event was made possible
with the co-sponsorship of the International Tax Compact
(ITC). This first CIAT Technology Meeting was focused on
the best technological practices and their implementation
in the global tax market. The initiative was a response to
the request by the CIAT member countries for an event
focused exclusively on how technology can improve and
facilitate greater effectiveness and efficiency in tax
administration.

Representatives of 40 countries from 5 continents and
some 20 companies from the software industry which
totaled over 250 participants were present in the event.
It was structured on the basis of technical sessions — pre-
sentations and panel discussions, as well as exhibitions
in the companies’ stands of computerised products and
applications that support tax management. Electronic
invoicing and the automatic exchange of tax information
were among the most relevant topics considered in the
agenda.

For further information, please contact Socorro Velazquez.

ITC Parallel Session:
Information Technology in Tax
Administration in Developing Countries

uring the CIAT Technology Meeting 2016, which
Dwas co-hosted by the ITC, the ITC held a parallel
session on 'Information Technology in Tax Administration
in Developing Countries’ featuring the presentation of the
ITC/KfW study of the same name and followed by group
discussions.

Participants were provided with an overview on the most
important integrated software solutions for tax adminis-
trations and learned about experiences in 13 developing
countries with IT-based tax reform.

Enthusiastic discussions evolved around questions like
‘How do | find the best technological solution and develop
the right implementation strategy?’, ‘How do | anticipate
potential mistakes that might imply heavy additional
investments?’, and experiences of factors for successful
tax administration modernisation programmes were
exchanged among the more than 60 participants from
various countries.

For further information, please contact Sarah Adelberger.
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6th Meeting
of the CIAT Tax Studies and
Research Units Network

n August 23 and 24, 2016, the 6th Meeting of the
OCIAT Tax Studies and Research Units Network was
held in Lima, Peru, under the topic ‘Estimating the Tax
Gap in Latin America’'.

This event was co-organised by the National Customs
and Tax Superintendence of Peru (SUNAT) and ECLAC,
and was sponsored by the German Cooperation (GIZ).
The meeting brought together delegates from 14 CIAT
member countries and was attended by representatives
of ECLAC, the IMF, IDB, World Bank, OECD and CIAT
among others, who during these two days shared their
experiences in this field.

For further information, please contact Marcio Verdi
or Francisco Beiner.

Conferences and Training

Summer Course 2016-2017:
Tax & Development

he Summer Course 2016 on Taxation and develop-
Tment took place on 15-19 August 2016 on the pic-
turesque Bohinj lake in Slovenia. This was the first of the
annual events organised by the Policy Research Center
s.r.0. with the objective of gathering together professionals
working in national and international development agen-
cies, NGOs, journalists, policy-makers and researchers
active in the sphere of tax and development. The initia-
tive resulted in a successful start and attracted the inter-
est of the public, promising a fruitful sequel and more
collaboration in the coming years.

The programme of the Summer Course provided analyses
and technical explanations of current taxation issues rel-
evant in the development agenda in different countries
and continents. It facilitated in depth discussions of
issues and country practices between trainers and partic-
ipants on topics related to tax development agendas such
as the mobilisation of domestic resources, local and
property taxation, extractive industry taxation and issues
of international taxation including the BEPS project and

itc newsletter — december 2016

17


mailto:MVerdi@ciat.org
mailto:FBeiner@ciat.org

Conferences and Training

public country-by-country-reporting. Participants in the

course found its programme interesting and useful, leav-
ing many positive, but also constructive comments.

‘| especially liked that the course was very informative
and extremely interactive. | loved its focus on developing
countries! The experts of the course easily broke down
the complex technical issues thus making concepts easy
to understand — | believe this was what made the course
excellent. | believe my expectations were more than met.
Thank you very much! | have learnt a lot and will definitely
be back in the future and potentially work together on
developing capacity and training initiatives in Swaziland’.
(Nsizwa Mutasa, Swaziland Revenue Authority, Swaziland)

The programme combined different methods and tech-
niques including high-level and overview sessions organ-
ised in the mornings and in depth seminars, workshops
and panel discussions in the afternoons on the relevant
topics. These were based on participants’ preferences
and had the ensured the breadth and depth of the pro-
gramme.

Next year a similar course will take place in picturesque
Bled in Slovenia, from 28 August to 1 September 2017.
For more details about the programme, reservation of
places and cooperation matters please contact the organ-
isers and visit the webpage.

Barbados Hosts the 37th CATA
Annual Technical Conference

he 2016 CATA Annual Technical Conference was
Theld in Bridgetown Barbados from 7—-11 November.
Hosted by the Barbados Revenue Authority, the conference
was attended by over 140 delegates from the Common-
wealth member countries including specially invited guests
from various regional and international tax organisations,
as well as representatives from the private sector.

Under the theme of ‘Enhancing Tax Compliance through
Strategic Alliances’ the participants discussed issues
around the exchange of tax information as part of build-
ing strategic alliances, along with ways of enhancing vol-
untary compliance through the adoption of a ‘cooperative
compliance’ model.

In a communiqué issued at the end of the conference,
the members reiterated that ‘closer partnership with
regional and international tax organisation together with
joint action by the Commonwealth member tax adminis-
trations in the ongoing international discussions (on tax
issues) will help countries respond better in their obliga-
tions as well as in implementing some of the proposed
recommendations arising from those discussions’.

For further information, please contact Duncan Onduru.

CATA’s Executive Director Duncan Onduru
addressing the opening session of the Conference
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CIAT, Supported by GIZ and SAT
of Mexico, Develops a Network of Experts
in Tax Risk Management

n July 11-13, a workshop on ‘Models of Tax
ONoncompIiance Risk’, was organised jointly by the
Inter-American Center of Tax Administrations (CIAT), the
Tax Administration Service (SAT) of Mexico and the
Deutsche Gesellschaft flr Internationale Zusammenar-
beit (GIZ) of the Federal Republic of Germany. Parti-
cipants from the various tax administrations exchanged
knowledge, best practices and experiences aimed at
detecting and mitigating the risks of tax noncompliance
and at the same time developing strategies for under-
standing taxpayers’ behaviours and, when appropriate,
promoting a shift towards compliance processes.

The final session of this workshop identified a first pro-
ject to be addressed by the network of experts in tax non-
compliance risk management. This project was formally
established at the end of the workshop and realted to the
production of a first Handbook on Risk Management.

This activity was made possible thanks to the participa-
tion of the tax administrations of Argentina, Australia,
Barbados, Bermuda, Brazil, Chile, Colombia, Costa Rica,
Cuba, EI Salvador, Ecuador, Spain, Britain, Nicaragua,
Panama, Paraguay, Peru, Dominican Republic and Uru-
guay; the financing of GIZ of Germany and the support
provided by the SAT of Mexico. The works that will be
addressed through the Network during the next two years
will be financed by the GIZ-CIAT Cooperation Agreement.

For further information, please contact Gonzalo Arias.
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News from Partner Countries

Guiding Tax Administration
Strategy Formulation —

the Uganda Revenue Authority
Business Model

lobal trends continue to reflect slow absorption of
Gresearch and development innovations into opera-
tions — especially in government agencies. The leader-
ship and management of the Uganda Revenue Authority
(URA) has resolved to defy this status-quo.

The innovation drive has seen the authority most recently
adopt the Business Model Generation (BMG), a strategy
formulation framework of the Strategyzer Institution (Yves
Pigner and Alexander Osterwalder). While BMG concepts
provide a general picture to guide the formation of the
model (what we do, how we do it and with whom do it),
the URA management with support from internal URA
functions defined the URA Business Model in a span of
3 months (October — December 2016). In a nutshell, the
model reflects what URA does, how it does it and with
whom.

The URA’s business model has been used as the guiding
approach in the formation of URA’s strategy for the finan-
cial year 2016-17 to 2019-20, with emphasis on a
paradigm shift in client service delivery through getting
to know the clients better. The model identifies the 9
critical elements (clients, the value proposition, channels,
client relationship, revenue streams, key activities, key

URA Business Model
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resources, cost structure and key partners) that the URA
must focus on in driving compliance yet deliver excellent
services to clients with purpose and passion. The model
further integrates these critical elements that interplay in
delivering services to clients (taxpayers) which in turn gen-
erate revenue.

In addition to its simplicity, the model compliments other
strategy formation frameworks such as the Balanced Score-
card (BSC). The model was aligned to the BSC during the
formation of the URA strategic plan FY16/17-19/20.

URA management continues to deploy robust change
management initiatives as a way of building capacity
about the model, guarantee its usage, and solicit feed-
back. Through performance tracking its contribution to
revenue is gauged, lessons derived will be used to inno-
vate the model further as a way of advancing tax admin-
istration in URA and other revenue agencies.

The URA Business Model provides a new wave of innova-
tion in Tax administration (compliance management) from
which other revenue agencies can borrow a leaf.

For further information, please contact Ms Stella Maris

Nambaziira, the Manager Enterprise Architecture,

Research Planning and Development Division at Uganda

Revenue Authority.
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What’s new in the International Tax Compact?
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Enhanced Cooperation
of Tax Administration Networks

n October 13, subsequent to the CIAT Technology
OMeeting in Miami, regional tax networks came
together to hold their first meeting and to kick-off an
enhanced cooperation. Representatives from tax network
secretariats discussed how effectiveness and efficiency
can be improved by collaborating and sharing information.

The African Tax Administrations Forum (ATAF), the
Commonwealth Association of Tax Administrators (CATA),
the Inter-American Center of Tax Administrations (CIAT)
and the Intra-European Organisation of Tax Administra-
tions (IOTA) attended the meeting. Participants agreed to
enhance cooperation, communication and collaboration
to deliver improved services, new products and informa-
tion to their members and decided on next steps in order
to formalise the agreement through a Memorandum of
Understanding.

The ITC will support the regional/international tax net-
works in their coordination efforts by building the ‘hub’
for their enhanced cooperation, facilitating meetings and
assisting wherever needed and requested.

For further information, please contact Sarah Adelberger.

New Team Member

he International Tax Compact is expanding — in July
Tanother new colleague joined the ITC. Tabea Kaderli
holds an M.Sc.in Economics from Lund University where
she wrote her thesis on tax morale. Previously she has
worked on policy evaluation projects for an evaluation,
research and consultancy company and as a research
assistant at the University of Lucerne.
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