Tax evasion S

€ Overstate deductions

€ Under-declare income, profits or
gain

€ Deliberately misrepresent tax
affairs to reduce tax liability
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Tax avoidance o

¢ Tax deductions

¢ Transfer pricing

¢ Offshore companies in tax havens

¢ Locating operations in low-tax jurisdictions

Tax avoidance is relevant because

being ethical and acting legally
does not necessarily coincide
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Tax havens S

& Growing network of global tax

OXFAM  havens
nermational @@ Amount held offshore $18.5t

Feuntes-Nieva, R. & Galasso, N. 2014. Working for the Few: Political capture
and economic inequality, Oxfam Briefing Paper. Oxfam, 178, 20 January.
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Transfer pricing

Price charged by individual entities for goods or services

supplied to one another in multi-department, multi-office

or multinational firms. Transfer price policy is generally

aimed at

(1) evaluating financial performance of different
business units of a conglomerate, and/or

(2) shifting earnings from a high tax jurisdiction to a low-
tax one.

Tax authorities insist that each internal part of the
firm deals with the other on an 'arm's length' (market
price) basis.

Business Dictionary, www.businessdictionary.com/definition/transfer-price.html#ixzz3EpESaxJU

© Cynthia Schoeman, Ethics Monitoring & Management Services (Pty) Ltd, 2014




“-{L.‘ - . ™
Ethics

Low-tax jurisdictions

Republic of Ireland is favoured
as a European base by several
major companies, including
Amazon, Facebook, PayPal and Twitter.

Corporate tax rate of 12.5%.

Agence France-Presse, 2014. EU to accuse Apple of taking illegal tax aid from Ireland, reports say.
The Guardian, 29 September.
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Low-tax jurisdictions b

European Commission investigation found Apple
has a tax rate of <2% & that it benefited from
illegal state aid over two decades.

2013 US Senate investigation found Apple paid a
lower rate by channelling overseas sales through
subsidiaries in a deal negotiated with the Irish
Government.

Agence France-Presse, 2014. EU to accuse Apple of taking illegal tax aid from Ireland, reports say.
The Guardian, 29 September.
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Tax avoidance

Starbucks UK sales £400m in 2012
Paid no corporate tax

Amazon UK sales £3.35b in 2011
Reported a “tax expense”
of £1.8m

Google UK turnover £395m in 2011
Paid £6m tax

Barford, V. & Holt, G. 2013. Google, Amazon, Starbucks: The rise of tax shaming. BBC, 21 May.
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Addressing the problem b

v" Tax naming and shaming

In Dec 2012 Starbuck UK & Ireland
announced it would pay an additional
£10m a year more in 2013-4 tax than

required by law
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Addressing the problem b

v' Greater cross-border cooperation
between governments

G8 leaders summit, Northern Ireland, June 2013

Pledges on tax in the final communiqué:

“tax authorities across the world should

automatically share information to fight
the scourge of tax evasion.”

The Economist. 2013. The G8 pledges to tackle the “three Ts”. The Economist, 22 June.
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