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Taxpayer’s Profiles
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Source: Compliance Risk Management: Managing and Improving Tax Compliance. Forum on Tax Administration Compliance Sub-
group — Organization for Economic Co-operation and Development — OECD — October of 2004, pg 41.

Governo do Estado de Sao Paulo e Secretaria da Fazenda



Transparency of Tributary Compliance Criteria
In the State of Sao Paulo 4

Risk of providers’
descontinuity

Risk of unintentional tax
liabilities + Legal reliability

Credit risk + Competitive advantages to
taxpayers up to date with the

Treasury

=%+ Promotes the formation of a
supply chain in compliance with
the Treasury
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Criteria 4

Classification addresses 3 types of information on the
taxpayer

(1) Compliance: whether tax collections fully correspond to
what was declared (check any pending debts).

@ Consistency: whether the fiscal receipts emitted match
what was declared to the Revenue Office (look for
indications of tax evasion).

QCompIiance of suppliers: whether the acquisitions are
made from suppliers in compliance with the criteria above
(compliant and without accounting inconsistencies).
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Classification According to the Exposure
to Risks of Tax Liabilities 4
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Prototype
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Transparency of Tributary Compliance Criteria

The Transparency of Tributary Compliance Criteria of the State of Sdo Paulo represents a milestone in the Treasury-society relationship. Through na initiative such as this one, the

State’s Treasury adds value to regular taxpayers, promoting tributary compliance, fair competition and improving the business environment, which will lead to higher levels of
investiment, production, employment and income.

CNPJ: 99.999 999/0001-35 Razio Social: CLEANER INDUSTRIA QUIMICA LTDA Data da Inscricdo Estadual: 09/06/2005
Grupo Amal: A~ Descricdo do Grupe: OOOCCOCOOCOCONCOOOOOCON0NO000T
Histérico
Data Processamento Tendéncia de Reclassificacio
Maio/2017 A+ Neutro
Abril 2017 A+ Negativo
Margo/2017 A+ Neutro

NEUTRO = Sem intercorréncias negativas que possam afetar a classificacio no proximo cicle

NEGATIVO = Com intercorréncias negativas que possam afetar a clazsificacfo no proximo ciclo
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Possibilities of Using the Register 4

0 Promotes the evaluation of suppliers’ discontinuity risk in
contracts

@ rromotes the evaluation credit risk for financial institutions and
suppliers

@ Adds value to fiscally accountable companies

@ Creates incentives to integrate the A group, both for market visibility,
access to simplified procedures to fulfill ancillary obligations and other
benefits that have a financial impact on the company

Governo do Estado de Sao Paulo e Secretaria da Fazenda




Gradual Transition 4
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Expected Results 4

Considering the current It’s very ||k€|y that at least
compliance levels 80%0 of taxpayers
Will qualify minimally as a C group

member — which shows that most

Considering the fiscal taxpayers are in conformity with the
network Treasury
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Appropriate Treatment According to the
Exposure to Risks of Tributary Liabilities
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Mitigating Risks in Fiscal Operations
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Prior Fiscal Analysis and “Arbitration”

Self-regula_ttlon or SGCATL Committee Analysis
objection

Taxpayers A + and A will
not have fiscal
operations started
without prior tax
analysis (risk mitigation
of tax liabilities).

The process consists of
analytical or field work
by the fiscal agent, with
the purpose of verifying
the tax compliance, but
without loss of
spontaneity and without
possibility of drawing up
notice of infraction.

Taxpayer may follow
recommendations of
the responsible fiscal
agent and self-
regulate

OR object the
understanding through
the Stability Guaranty
Committee of the
Application of Tax
Legislation (SGCATL),
which will act as a
forum for resolving
conflicts in order to
avoid notices of
infraction.

The decision of the SGCATL will be binding
in relation to the case - its decision cannot
be ignored in any future fiscal operation,
under penalty of nullity of the notice of
infraction.

Once the analysis has been made by the
Committee and the report has been partially
or entirely maintained, the taxpayer will
have 30 days to make adjustments and
prove the collection of differences to the
Treasury, without losing the benefit of
spontaneity.

After the deadline and without proof of the
adequacy and payment due by the
taxpayer, fiscal force will open a tax
operation based on the pre-tax verification
report, suspending the benefits of
spontaneity.
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Accumulated Credit

Current model

Taxpayer’s application for
accumulated credit must present a
150% guarantee of the amount
claimed

Suggested model

Taxpayers of A+, A, Band C
groups will not need to provide
guarantees or will do so to a
lesser extent

Current financial cost will shrink for many taxpayers
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Treasury-Taxpayer Relationship

 Taxpayers of the A + Group will be able to participate in an institutional
channel of dialogue with the Treasury, directly collaborating in the
definition of priorities for actions to simplify ancillary obligations,
automation of systems, procedures, etc.

 Creates an institutional forum and opens dialogue as a way to improve
the relationship channels and to enable a more transparent relationship
between tax authorities and taxpayers (radical change in Treasury-
taxpayer relationship culture).
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Investments in Simplification Projects

 Group A taxpayers will be able to participate in the selection of projects,
together with the State Universities and Research Centers, public or
private, to receive funding from the State.

« The projects should focus on solving problems identified by the
taxpayers as being priority issues faced by the Treasury, in the following
lines:

0 Simplification of ancillary obligations through automation and
integration of systems

0 Development of solutions related to means of payment

E D - @ T1ax Compliance through technological innovations

Governo do Estado de Sao Paulo e Secretaria da Fazenda



Investments in Capacity Building

« The contributors of Group A will participate every six months in the
selection of projects with Universities and Education Centers, public or
private, to receive resources in order to carry out training programs.

« The projects should be aimed at accounting, tax or financial
professionals, focusing at qualification and certification in the area of
Tax Compliance.

 The certification will follow the methodology and rules stipulated by
SEFAZ, in conjunction with the class entities representing the different
segments of Sdo Paulo’s taxpayers and the Universities and Research
Centers.
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Next Steps 4

o Start Public Inquiry

 Receive suggestions for improvement

 Obtain institutional support from different segments of
society.
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