
Tax: CounTry perspeCTives
an overview of examples and appliCaTion of Tax ConTrol frameworks in various CounTries

Perception 
towards taxes

The perception towards taxes varies from country to country. Many adults in Japan would consider paying taxes 
as one of their top responsibilities. To these individuals, the concept of tax planning could be viewed in a 
negative light. In Singapore, the corporate income tax rate is 17%. With tax incentives, the effective tax rate is 
even lower. Hence, tax is mostly the last item that Singaporean companies are concerned with, apart from 
goods and services tax. Australia and Australian businesses are generally less aggressive with regards to tax risk 
than overseas companies.

Tax control 
framework

Germany enacted new accounting rules and amended the existing corporate governance rules for stock 
market-listed companies and so-called ‘capital market-oriented entities’, ie. banking institutions, insurance 
companies and others issuing securities on public stock and capital markets. Also, new rules regarding statutory 
accounting and audit standards were introduced in Germany.

The concept of tax risk management (TRM) has not been specifically addressed in most of Mexico’s  
regulatory systems and requirements. In short, there is the requirement for a tax audit report (dictamen fiscal)  
and the Mexican Stock Exchange (Bolsa Mexicana de Valores SAB de CV’) requires companies with publicly 
traded securities to “maintain systems of internal controls to facilitate the production of reliable financial 
information”. 

In countries such as Australia and the US, there are stock exchange listing rules. There are industry standards 
and corporate social responsibility codes (Australia).

In Canada, it is the Accounting Standards Board that determines the accounting standards to be followed.  
As from January 1, 2011, International Financial Reporting Standards (IFRS) will be introduced. Another 
regulatory body in Canada is the Securities Administrators, which is primarily responsible for developing  
a harmonised approach to securities regulation across the country.

Impact of 
legislative and 
regulatory 
changes

Throughout the world, awareness of TRM has risen as a result of increased audit activity by the countries’ own 
tax authorities, the requirements in other markets and the increased requirements with respect to disclosure of 
information. In addition, regulatory institutions require boards of directors to declare that they underwrite the 
accounts and are in control. If it afterwards appears that the accounts are not correct, the directors are liable. 
Similar rules are included in tax laws, meaning that directors are liable when, at the time they were in office, 
they failed to deduct, withhold, collect, remit or pay the amounts necessary. In some cases, the directors can 
protect themselves from the consequences when they are able to demonstrate they took sufficient care to 
prevent the failure. This is the case in Canada, for example.

Approach of 
tax authorities

The tax authorities of the Netherlands introduced the horizontal monitoring approach. The supervising 
authority checks the system (for example, the tax control framework) of companies that entered into this 
specific approach. Tax issues are discussed at an early stage. This should lead to reduced costs for the company 
on time-consuming audit controls. Similar co-operative tax compliance tools are being introduced in, among 
other countries, Australia, the UK and the US. The rules on tax audits in countries differ. For example, a tax audit 
in Germany is not comparable in nature to a tax investigation in other countries. The tax audit must start before 
the tax assessment becomes final, which is, depending on the filing date of the tax return, between five and 
seven years after the end of the audited taxation period. It is expected that countries will introduce more and 
more penalties for late filing or late payment of tax, and/or the penalties will increase. In some countries, audits 
are performed every few years, but there is no predictable schedule. 

TRM in a global 
environment

Tax authorities are working more closely together. They work on joint audits. In addition, the number of treaties 
on exchange of information is rapidly increasing. 

Source: Tax Risk Management: From Risk to Opportunity, IBFD, 2010, chapter 17


