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The Financial
Complexity
Index 2017:
Meeting the global challenge of local
accounting and tax compliance
We live in a changing world of fast-paced business
movement and advanced technology. We see
business grow in new places or move to different
countries all the time.

With the rising need to face the challenges of
international capital flow, what does this mean for
the tax and accounting professionals looking to build
a business in different jurisdictions?

But how does this affect the financial side of any
business, which has to adapt to and comply in a
diverse range of countries with different laws, rules
and regulations?

The Financial Complexity Index 2017 examines the
varied complexities of maintaining accounting and
tax compliance across 94 jurisdictions worldwide
and explores some of the forthcoming trends that will
affect multinational business in 2017 and beyond.
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SECTION 1

Key findings

When operating in a diverse global market, knowing and understanding
the local jurisdictional requirements for financial compliance could well
prove the difference between the success or failure of your cross-border
business activities and investments.

Methodology
TMF Group, as a global leader in corporate and
administrative services, examined the varied
complexities of financial accounting and tax
compliance in 94 jurisdictions worldwide –
Europe and the Middle East (50), the
Americas (24) and Asia Pacific (20).
In a survey comprising 70 detailed questions,
we asked our in-house accounting and tax experts
to rank the complexity of their local jurisdiction
according to four weighted complexity parameters.

In particular, we considered:
	the accounting and tax rules and regulations
in different jurisdictions,
	how to incorporate relevant regulations into
your business and
the risks associated with non-compliance.

COMPLIANCE

Cross border transactions, corporate representation and data storage requirements and methods.

REPORTING

Legal regulations, local reporting process and fiscal representation.

BOOKEEPING

Accounting regulations, corporate representation and technology.

TAX

Tax registration, compliance regulation and types of taxes.
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Based on the survey responses, the 94 jurisdictions were ranked in
order of financial complexity: 1 being most complex, through to 94
the least complex.

T OP 1 0 MO S T COMPLEX J U R I S DIC T ION S
F O R ACCO U N T ING AND TAX COMPLIANCE
JURISDICTION

REGION

GLOBAL RANKING

TURKEY

EMEA

1

BRAZIL

AMERICAS

2

ITALY

EMEA

3

GREECE

EMEA

4

VIETNAM

APAC

5

COLOMBIA

AMERICAS

6

CHINA

APAC

7

BELGIUM

EMEA

8

ARGENTINA

AMERICAS

9

INDIA

APAC

10
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At a g l a n c e
MIDDLE EAST: TURKEY #1 / 94

ASIA PACIFIC

Turkey is the most complex jurisdiction overall
in which to stay financially compliant (out of 94
jurisdictions surveyed) largely due to the requirement
to report in both Turkish language and currency and
the extremely high number of tax articles (although
this is reducing in harmonisation with EU
requirements).

Asia Pacific has three jurisdictions in the top 10:
Vietnam (5), China (7) and India (10). Complexity
around invoicing, filing and the conducting of
audits is high with very specific documentation
and processes applied.

SOUTHERN EUROPE
In southern Europe both Italy (3) and Greece (4) have
very localised complexities. In Italy taxes are levied
at a national, regional and municipal level, while in
Greece taxes are divided into three categories: income,
property and consumption tax.

KEEPING IT SIMPLE
Unsurprisingly the five least complex jurisdictions
have simplified reporting requirements and beneficial
tax rates to encourage investment: Jersey (90),
Hong Kong (91), the UAE (92), BVI (93) and the
Cayman Islands (94).

SOUTH AND CENTRAL AMERICA
South and Central America has five jurisdictions in the
top 15 most complex: Brazil (2), Colombia (6),
Argentina (9), Bolivia (12) and Mexico (15). This is
largely due to the common practice of levying three
layers of taxation, at federal, state and municipal level.
Indeed, Argentina scored the highest of all
94 jurisdictions, in the area of ‘Reporting’ complexity
(88%) and Mexico the highest in ‘Bookkeeping’
(84%). (see page 16-21)
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In summary, the findings showed that financial
complexity could be grouped within three key areas
of challenge:
1. REGULATION
The rate of change in each jurisdiction requiring
increased effort to meet the demands of
legislative changes.
 he diverse reporting requirements for each market
T
highlight the importance of a robust internal risk
framework, allowing for total financial compliance
across department and process.
2. KNOWLEDGE
The need to build a local knowledge base to
avoid the risk of non-compliance across all
areas of finance.
Applied local knowledge, not just of legislation
but also currency and language, can prove vital in
meeting reporting and compliance requirements.
3. TECHNOLOGY
The increased use of technology by local authorities
to deliver operational transparency.
More and more jurisdictions, in all parts of the world,
are now automating and digitising their information
storage and reporting requirements.

07

SECTION 2

GLO B AL R AN K INGs

Regional split of 94 jurisdictions surveyed:
Americas – 24
APAC – 20
EMEA – 50
B a s e d o n o ur a n a ly s i s o f a l l
services and complexity criteria:
	Turkey ranked as the most complex in the
world for accounting and tax compliance

JURISDICTION

REGION

The Cayman Islands are the least complex

GLOBAL RANKING

JURISDICTION

REGION

GLOBAL RANKING

BELARUS

EMEA

16

TURKEY

EMEA

1

BRAZIL

AMERICAS

2

ISRAEL

EMEA

17

ITALY

EMEA

3

SPAIN

EMEA

18

GREECE

EMEA

4

PAKISTAN

APAC

19

VIETNAM

APAC

5

CROATIA

EMEA

20

COLOMBIA

AMERICAS

6

AUSTRIA

EMEA

21

CHINA

APAC

7

ECUADOR

AMERICAS

22

BELGIUM

EMEA

8

HONDURAS

AMERICAS

23

ARGENTINA

AMERICAS

9

LUXEMBOURG

EMEA

24

PHILIPPINES

APAC

25

INDIA

APAC

10

FRANCE

EMEA

11

URUGUAY

AMERICAS

26

BOLIVIA

AMERICAS

12

THAILAND

APAC

27

ALBANIA

EMEA

13

EL SALVADOR

AMERICAS

28

KAZAKHSTAN

EMEA

14

GUATEMALA

AMERICAS

29

MEXICO

AMERICAS

15
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VENEZUELA

AMERICAS

30

ANGOLA

EMEA

31

JURISDICTION

REGION

GLOBAL RANKING

JURISDICTION

REGION

GLOBAL RANKING

MALTA

EMEA

33

SLOVAKIA

EMEA

65

CHILE

AMERICAS

34

BULGARIA

EMEA

66

PARAGUAY

AMERICAS

35

GEORGIA

EMEA

67

LATVIA

EMEA

36

NEW ZEALAND

APAC

68

INDONESIA

APAC

37

SOUTH AFRICA

EMEA

69

AZERBAIJAN

APAC

38

USA

AMERICAS

70

EGYPT

EMEA

39

DENMARK

EMEA

71

PORTUGAL

EMEA

40

UKRAINE

EMEA

72

MYANMAR

APAC

73

DOMINICAN
REPUBLIC

AMERICAS

41

FINLAND

EMEA

42

MONTENEGRO

EMEA

43

PANAMA

AMERICAS

44

JAMAICA

AMERICAS

45

MAURITIUS

EMEA

46

POLAND

EMEA

47

TAIWAN

APAC

48

CANADA

AMERICAS

49

SOUTH KOREA

APAC

50

NICARAGUA

AMERICAS

51

PERU

AMERICAS

52

RUSSIA

EMEA

53

ROMANIA

EMEA

54

THE
NETHERLANDS

EMEA

55

COSTA RICA

AMERICAS

56

CURACAO

AMERICAS

89

LEBANON

EMEA

57

JERSEY

EMEA

90

IRELAND

EMEA

58

HONG KONG

APAC

91

MALAYSIA

APAC

59

UAE

EMEA

92

CZECH REPUBLIC

EMEA

60

BVI

AMERICAS

93

ESTONIA

EMEA

61

CAYMAN ISLANDS

AMERICAS

94

Lithuania

EMEA

62

CYPRUS

EMEA

63

KYRGYZSTAN

APAC

64

Most complex

MACEDONIA

EMEA

74

AUSTRALIA

APAC

75

JAPAN

APAC

76

SWEDEN

EMEA

77

UK

EMEA

78

NORWAY

EMEA

79

GIBRALTAR

EMEA

80

SLOVENIA

EMEA

81

SERBIA

EMEA

82

SINGAPORE

APAC

83

LABUAN

APAC

84

QATAR

EMEA

85

CAMBODIA

APAC

86

SWITZERLAND

EMEA

87

KOSOVO

EMEA

88

Global average

Least complex

COMPLIANCE

GREECE

78%

60%

Cayman Islands

32%

REPORTING

ARGENTINA

88%

55%

Curacao

8%

BOOKEEPING

MEXICO

84%

51%

Cayman Islands

27%

TAX

ITALY

68%

48%

UAE

7%
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SECTION 3

F OC U S ON E U R OPE ,
T HE MIDDLE EA S T
AND A F R ICA ( EMEA )

M o st c o m p l e x jur i s d i c t i o n s i n EMEA
JURISDICTION

REGION

GLOBAL RANKING / 94

Regional ranking / 50

Turkey

EMEA

1

1

Italy

EMEA

3

2

Greece

EMEA

4

3

Belgium

EMEA

8

4

10

T U R K EY: # 1 – t h e w o r l d ’ s m o st c o m p l e x
jur i s d i c t i o n f o r f i n a n c i a l c o m p l i a n c e
Turkey is a highly tax-driven country which requires a considerable level of local
understanding and knowledge in order to maintain compliance.
Key factors that increase complexity

Future developments

	It is mandatory in Turkish accounting to
work with original hard copy documents,
and statutory accounting ledgers are in a
predetermined format. If a company is required
to use electronic ledgers, they have
to use accounting software that has been
approved and authorised by the Ministry of
Finance (currently, no international software
provider has applied to attain authorisation).

	Turkey’s frequent legislation changes add
to its complexity. The country is aiming to
cultivate an environment of fair competition
and boost inter-company relations, along with
international trade. One of the driving factors
behind the legislation changes is an attempt to
harmonise Turkish processes with those of the
rest of the European Union, by minimising the
differences in regulation, and equalising tax
rates. For example, new tax procedure codes
will reduce the number of articles
from 521 to 321.

	A uniform chart of accounts is used for all
postings. However, the description of journals
is in Turkish and all postings are done in
Turkish Lira. Foreign currency transactions
have to be converted according to the Turkish
exchange rate (announced by the Central
Bank of Turkey).
	There is also a specific clearing of accounts
which is used to close Profit and Loss accounts
at the end of each financial year.
	Turkey’s extensive tax code is often changed
and updated, and these developments are
not always easily traceable, unless there is
a specific issue in a particular area where
tax requirements are still evolving.
	Local tax knowledge is required in many
instances, including to determine the correct
postings of value added tax (VAT). For example,
if an expense is non-deductible for corporate
income tax (CIT), the VAT on the invoice also
has to be posted as a non-deductible expense.
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I TALY: # 3
Despite measures to reduce taxation and align Italian accounting measures with
international rules, the country still has some very specific requirements that contribute
to its status as most complex in Europe and third most financially complex in the world.
Key factors that increase complexity

Future developments

	Accounts must be maintained in Italian. It is
acceptable for accounts to be recorded in
English, provided they are compliant with the
local general rules. Tax auditors could ask for
accounts that are in English to be translated
into Italian before submission.

	Accounting and tax in Italy in general is
becoming fairer and more aligned to
international rules. The country has undergone
significant changes in recent years related to
its level of taxation and Accounting Principles’
guidelines (issued by OIC – Italy’s accounting
standards body). Among the most important
changes are:

	Chart of accounts should be consistent with
the financial template prescribed by the Italian
Civil Code. Bookkeeping of all kinds including
General Ledger and VAT books must be kept
using Euro currency.
	Insurance companies’ inventory books and
premium registers must be signed annually
by their legal representative. Depending on the
business sector, there could be more specific
compliance requirements.
	In some cases electronic invoicing is mandatory.
For example, sales invoices issued to Public
Authorities must be uploaded to specific portals.
In the case of electronic storage of invoices, an
electronic signature and stamp is required.
	Taxation in Italy is levied at national, regional
and municipal levels. Due to the number of
separate taxes that taxpayers are required to
pay, the number of reports and returns to be
submitted (including those recently created for
the purpose of mitigating VAT evasion and
BEPS), Italy is also a very complex jurisdiction
from a tax perspective. Considerable time is
spent in dealing with the tax system.
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•	Tax refund times (VAT and CIT) are
becoming shorter
•	Italian Accounting Principles (ITA GAAP)
are now more similar to the IAS/IFRS
(derivatives’ treatments, amortisation
costs, treasury shares, etc.)
•

 he possibility to switch (on a voluntary
T
basis) to the IAS/IFRS Accounts Principles
has been extended to a wider number of
companies (only those considered Small
and/or Micro entities are forbidden)

•

 ax bonuses have been recently
T
introduced such as Participation
Exemption (PEX), Capital Injection
Exemption (ACE), Patent Box

	More flexibility has been introduced regarding
international companies taxation (Transfer
Pricing penalties’ protection, tax consolidation
between “sister” companies (when owned by
an EU foreign HoldCo), Branch Exemption).

G R EECE : # 4

B ELGI U M : # 8

Greece has an extremely complex set of tax rules that
directly impact local accounting.

While most Belgian accounting and tax regulations
are defined at Federal government level, the country’s
GAAP have become increasingly complex in recent
years.

Key factors that increase complexity
	Whenever possible, in-country professionals
will follow the ‘tax accounting’ principle so as
to not have major differences between the
accounting base and tax base. At the end of
the year accountants are obliged to keep both
sets of books and describe the differences. Greek
accounting entries must take into consideration
the tax implications of each entry.
	Greece has several layers of VAT and no
consistency in the application of the tax.
	There is a heavy administrative burden in
Greece in order to administer and collect the
taxes. There are various local tax offices
divided into administrative areas, and in each of
them operates one or more tax offices that are
called ‘D.O.Y.’ For the taxation of each
individual, the competent tax office for the
receipt, processing and clearance of tax returns
is the tax office of his/her area of residence.
	Greece has special tax regimes which apply
to shipping companies, airlines companies,
coordination centres, real estate investment
companies and mutual funds.

Key factors that increase complexity
	Taxes can be created and issued at both federal
and regional level, while the financial crisis and
budget deficit have both led to the development
of very ‘creative’ new taxes, tax incentives and
thereby complex accounting principles.

Future developments
	The Federal government has been rewriting
the Belgian code of companies and the Belgian
income tax code, which should simplify the
types of companies as well as the Belgian
GAAP. It’s expected that these changes will
be implemented in 2018.
	Pursuant to the simplification of the above
mentioned codes, tax incentives would
disappear and be replaced by a lower income
tax rate which currently amounts to 33.99%.
This is also expected in the course of 2018.

	Due to the volume and the complexity of
Greek tax legislation, it is very common for a
taxpayer to be in breach of some tax provision,
even unintentionally.

Future developments
	Greece’s fluid economic situation makes future
accounting and tax developments difficult to
anticipate.
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l e a st c o m p l e x jur i s d i c t i o n s i n EMEA
JURISDICTION

REGION

GLOBAL RANKING / 94

Regional ranking / 50

Jersey

EMEA

90

48

UAE

EMEA

92

50

J E R S EY: # 9 0
Local laws require that accounting records are maintained and annual accounts prepared and approved by the
directors/shareholders or trustees. However the laws are fairly flexible with the format of the accounts and the
detail included. The main instruction given is that relevant accounting standards are selected and applied
consistently.
Key factors that reduce complexity

Future developments

	Unless fully compliant IFRS financial statements
are a requirement of the shareholders/group, a
fairly simple set of annual accounts with limited
disclosures and accounting policies is sufficient.
There is generally no audit requirement under
local law for private companies and trusts,
however public companies do require an audit.

	There are no expected changes to the
relevant parts of Jersey Company and Trust
law impacting accounting requirements and
complexity. Changes to accounting complexity
would be more driven by changes to the
relevant accounting standards (IFRS, FRS102
or other), which are constantly being revised.
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T HE U NI T ED A R A B EMI R A T E S : # 9 2
The UAE is among the least complex nations in the world. Any complexity that does exist arises from
differences between the 35+ free zones.
Laws and requirements can differ greatly between
free zones and the onshore market.
	For example: While a branch of a foreign
company is generally exempt from submitting
audited reports in free zones, this is mandatory
in the onshore market in Dubai and Abu Dhabi.
It’s exactly the opposite with private limited
liability companies.
Key factors that reduce complexity
	The United Arab Emirates is a nil-tax haven
with 0% tax, no corporate tax, no personal tax,
no limits on repatriation of capital or profits.
This greatly reduces accounting complexity.
	It has a strong reputation as an international
financial centre and is on a convenient time
zone (never more than a few hours in front or
behind Europe, Asia, elsewhere in the Middle
East and Africa).

Future developments
	The Gulf Cooperation Council (GCC) – of
which the UAE is a member state – will begin
implementing VAT at a rate of 5% from
1 January 2018.
	Strongly anticipated to be based on the
European system, VAT will be charged at each
step of the ‘supply chain’. The UAE’s Finance
Ministry will issue its own national VAT
legislation, and will have the authority to
determine specific VAT rules in certain areas.
	The introduction of VAT in the UAE means
accounting will become more complex for
businesses mainly due to the related tax
compliance requirements. For example, every
single VAT transaction must be documented,
VAT returns filed, zero-rated instances and
exemptions taken into account.

	Regulations and controls are in place to
ensure that while the UAE attracts international
businesses and makes a name in international
financial services, it also has reputable standards.
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SECTION 4

F OC U S ON
T HE AME R ICA S

M o st c o m p l e x jur i s d i c t i o n s i n t h e a m e r i c a s
JURISDICTION

REGION

GLOBAL RANKING / 94

Regional ranking / 24

Brazil

AMERICAS

2

1

Colombia

AMERICAS

6

2

Argentina

AMERICAS

9

3

Bolivia

AMERICAS

12

4

Mexico

AMERICAS

15

5

South America has three jurisdictions in the top 10 most complex: Brazil (2), Colombia (6) and Argentina (9).
Bolivia and Mexico (Central America) also appear in the top 15.
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B R A Z IL : # 2 – t h e m o st c o m p l e x jur i s d i c t i o n i n T h e A m e r i c a s
a n d t h e s e c o n d m o st c o m p l e x i n t h e w o r l d.
The complexity of the Brazilian tax system is deeply rooted in the structure of the 1988 Constitution which
granted power to all levels of government – federal, state, and municipal – to collect taxes. Each of the
government entities then created its own tax regulations and rates.
Key factors that increase complexity

Future developments

	A total of 90+ taxes, duties and contributions
are charged in Brazil. All taxes are based on
different government sphere of federal taxes,
state taxes and municipal taxes. Knowing
which taxes to pay, to which government entity,
and for which product or service poses a
serious challenge to businesses operating in
Brazil. There are different types of taxes,
different deadlines, and different rates that vary
from state to state and from municipality to
municipality. The complexity of Brazil’s tax
system often results in businesses either
paying the wrong amount of tax or paying tax
on the wrong goods and services.

	In the short term, it could become more
complex. The Brazilian Tax Authorities have
invested heavily in the development of
electronic reporting and tools and this
movement to a more controlled and
automated reporting system is requiring
companies to invest more in people, hardware
and ERP systems to comply with Brazilian Tax
Reporting requirements.
	However in the longer term, initiatives such
as eSocial will make labour regulation both
clearer and more individualised.

	Aggressive federal tax enforcement is applied
through a digital bookkeeping system (SPED),
which uses super computers to track every
transaction in the country and has made tax
compliance in the region a big issue for
multinationals due to the specific requirements
for accounting and tax returns (ECF) and digital
accounting (ECD).
	The launch and roll-out of eSocial, a joint
project by several federal government
agencies to unify the sending of employer and
employee data, has created a single system
that replaces the need to send separate
reporting to Social Security, the Internal
Revenue service and Brazil’s Ministry of Labor
and Employment. From January 2018, all
companies (including multinational
organisations) with revenues greater than
R$78m will be required to submit data via the
electronic reporting platform and use this as
the primary channel through which to interact
with the Brazilian government on all
employee-related matters. For all other
companies, eSocial becomes mandatory
from July 2018.
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COLOM B IA : # 6
Colombia is the second most complex in the Americas region and ranks in the top 10 globally. The country
presents a complex tax system and has made several tax reforms in the last few years. Additionally, the
wording of the tax rules allow for different interpretations, which increase their complexity.
Key factors that increase complexity

Future developments

	The latest tax reform, Law 1819 of 2016,
introduces a new withholding tax on dividends,
increases the general corporate income tax
rate, and eliminates the income tax for equality
and the related CREE surcharge. The law also
adds measures intended to combat tax evasion
and tax avoidance.

	The application of international accounting
standards now allows multinational companies
to have a general standard and consistency in
their financial statements.

	The local Colombian GAAP was transitioned
to IFRS in 2016, however for tax purposes there
are still some differences between accounting
books and tax books.
	Colombia has high tax rates and late reporting,
payment or errors can result in severe
sanctions or interest penalties.
	There are strict rules on document keeping.
Commercial documents must be kept for
20 years, however if the company has a way
to save the information while retaining its
integrity, documents can be destroyed in
the 10th year. Documents for tax purposes: five.
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	Declarations to be submitted from 2017
onwards have been reduced. For example,
the CREE equity income declaration was
eliminated as of January 2017, and the
frequency of VAT declarations reduced
(from annual, bi-monthly or four-monthly)
to four-monthly and bi-monthly.

A R GEN T INA : # 9

B OLIVIA : # 1 2

Argentina is divided into several jurisdictions so
revenue is raised by the national, provincial and
municipal governments, mainly through taxes
levied on income, assets and consumption.
As a result, during a typical year, many legislative
changes can take place and instances of
double-taxation can arise.

Bolivia’s business climate has remained relatively
steady over the past few years. However, issues
like the lack of transparency and arbitrary decisions
relating to regulation add to the complexity of
the country.

Key factors that increase complexity

	Bolivia has an interventionist and centralised
government which has nationalised strategic
economic activities such as the energy (both
fuel mining and electricity production) and
telecommunications sectors.

	While Argentina has already adopted IFRS
standards for all companies whose securities
are publicly traded and that are regulated by the
CNV, companies with regulators other than the
CNV (financial institutions and insurance
companies) are not currently permitted to apply
them. Additionally, the use of IFRS Standards
for local statutory purposes is determined by
each province’s Registry of Commerce.
	There are many withholding tax systems
depending on a company’s activity, risk profile
and business locations, among others.

Future developments
	It is anticipated that the Argentinian government
will propose reforms to the tax system to reduce
complexity and lessen the impact of taxes on
the economy. In particular, there may be
reductions in taxes on salaries and banking,
as well as measures to make Argentina more
attractive to international investors.

Key factors that increase complexity

	In regard to private companies, the bureaucracy
is not transparent and, like many of its
neighbours, Bolivia is looking to emphasise
greater fiscal controls to formalise and regulate
private economic activity.
	One of the less favourable laws for foreign
investment is Tax Reform (Law 843) which
directly affects the transfer of money to foreign
countries. All companies are charged 25% tax
on profits under the Tax Reform Law but, when
a company sends money abroad, the
presumption of the Bolivian Tax Authority is
that 50% of all money transmitted is profit.

Future developments
	The National Technical Board of Auditors and
Accountants (CTNAC) has approved a plan for
gradual adoption of IFRS Standards. However
this plan is awaiting approval of the AEMP, the
governmental regulatory body that must
approve accounting standards in Bolivia.
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MEXICO: # 1 5
Although Mexico is in the process of adopting IFRS, it is important that every foreign company coming into the
country analyses the regulatory and reporting differences, particularly for different industries.
Key factors that increase complexity

Future developments

	Tax legislation in Mexico is unique in the
sense that the basic accepted documentation
supporting transactions is the invoice issued by
the supplier.

	From July 2017, electronic invoices must be
issued for each partial income that is obtained
– especially in transactions being paid in
instalments – in addition to the digital
electronic voucher issued as initial support of
said transaction. The deadline for issuing this
receipt is 10 days after the date of receipt or
partial collection. It should also be issued for
transactions in which the sale is on credit and
is charged in a single transaction after the date
of sale.

	Mexico has an e-invoicing mandate which uses
an officially approved ‘digital invoicing via
internet’ format. All invoices in Mexico have to
be printed by a printer duly authorised by the
tax authorities and are required to include a
facsimile of the issuing company’s tax
registration number. When invoices are issued
by a supplier, apart from other pertinent data,
they must show the name, address and the tax
registration number of the company to whom
the invoice is being issued. Banks in Mexico do
not return paid cheques and, for tax purposes,
cheques are not recognised as valid support for
an expense.

	There is an expectation too that Mexican
authorities will continue to further automate
reporting and auditing tools, leading to
additional controls on the disclosure of fiscal
and financial information through electronic
documents, so compliance must be monitored
to mitigate future risks.

LEA S T c o m p l e x jur i s d i c t i o n s i n t h e a m e r i c a s
JURISDICTION

REGION

GLOBAL RANKING / 94

Regional ranking / 24

BVI

AMERICAS

93

23

Cayman Islands

AMERICAS

94

24
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T HE B R I T I S H VI R GIN I S LAND S
( B VI ) : # 9 3
The country’s central location and favourable
commercial environment makes the BVI very
attractive for international investors.
Key factors that REDUCE complexity
	BVI companies and partnerships may adopt the
accounting standards appropriate to them in
the jurisdictions in which they operate.
	There are no profit taxes, sales taxes, income
taxes, capital taxes or value added taxes.
This is all in compliance with the OECD rules.
	Import duties are levied on goods imported into
the BVI.
There are no foreign exchange restrictions.

T HE CAYMAN I S LAND S : # 9 4 –
t h e w o r l d ’ s l e a st c o m p l e x
jur i s d i c t i o n f o r f i n a n c i a l
compliance
The Cayman Islands’ stable economic and political
climate and sound legal framework are only a
few of the competitive advantages that attract
investors to the country.
Key factors that reduce complexity
	There are no income taxes, capital gains taxes,
profits tax, or estate taxes.
	Bank secrecy laws are among the strictest
in the world with criminal penalties for
unauthorised disclosure.
	There are no foreign exchange restrictions.
	The law allows an excellent level of flexibility,
asset protection and privacy.

Future developments
	No changes or intention for changes
have been announced.

	The law only states that Cayman Islands
companies must maintain “proper books
of accounts.” It does not require the use
of a specific set of accounting standards.

Future developments
	No changes or intention for changes
have been announced.

21

SECTION 5

F OC U S ON
A S IA PACI F IC

M o st c o m p l e x jur i s d i c t i o n s i n APAC
JURISDICTION

REGION

GLOBAL RANKING / 94

Regional ranking / 20

Vietnam

APAC

5

1

China

APAC

7

2

India

APAC

10

3

Asia Pacific has three jurisdictions in the top ten: Vietnam (5), China (7) and India (10).
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VIE T NAM : # 5 – t h e m o st c o m p l e x
jur i s d i c t i o n i n APAC
Vietnam is ranked as the most complex country in APAC. Many foreign nationals find its regulations
on business unnecessary and overly burdensome, with a multitude of business-related licenses.
Key factors that increase complexity

Future developments

	As part of its ongoing effort to combat tax
evasion, the General Department of Tax has set
higher goals for tax auditing, resulting in a
higher frequency of audits and investigations.

	Decree 20/2017/ND-CP ‘Providing tax
administration applicable to enterprises having
controlled transactions’ (Decree 20) came into
effect on 1 May 2017. Decree 20 replaces the
existing Transfer Pricing regulations and creates
a new legal framework for related-party
transactions in Vietnam. It requires a taxpayer
to prepare and maintain three-tiered transfer
pricing documentation including a master file,
local files and country-by-country report.

	These regulatory requirements can be
burdensome. Regular filings are required
alongside various monthly, quarterly, semiannual statistics reports, foreign contractor tax
and VAT returns, along with numerous yearly
statutory reports
	In addition, accounting documents are
required to be stored for 10 years according
to Vietnam’s accounting laws. English can be
used for accounting purposes but Vietnamese
language is a must to comply with Vietnam’s
accounting requirements. This is difficult for
foreign companies that want to maintain an
accounting system handled by their regional
accounting centre.
	Vietnam’s VAT system is also very confusing
and requires expertise to understand its
exemptions, refunds, various VAT rates and
proper filing of VAT. It is also important to
correctly determine which VAT calculation
method best suits the business and ensure tax
processes are followed correctly.

	To improve the transparency of financial
statements and gain investors’ confidence, the
government has been step-by-step revising
the Vietnam Accounting Standard and System
(VAS) to be in line with the IFRS.
	Vietnam has adopted the Foreign Account Tax
Compliance Act (FATCA). It is also improving
the tax system to encourage online tax
submission and reduce time for tax report
preparation.

	There are also rules regarding invoicing. For
example, as per Vietnam’s law for export of
goods and services, a commercial invoice must
be used or sales invoices applied for the
enterprises in a non-tariff zone, whereas a
standard VAT invoice is used for other
enterprises. Enterprises classified as high tax
risk have to order printed or self-print invoices
from the tax authorities.
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CHINA : # 7
The core requirement for all statutory accounting reporting to be undertaken in both Chinese language and
Chinese renminbi (RMB) is a major contributor to the market’s complexity, while any accounting system used
for a Chinese entity’s booking and reporting must be pre-approved by the Finance Bureau.
Key factors that increase complexity
	A Standard Chart of Account Code stipulated by
the Finance Bureau should be used across all
industries.
	For VAT invoice purchases, companies need to
apply for an invoice quota in volume and value
digits and purchase can only be done by a
registered tax specialist. To increase the invoice
quota, companies need to go through a lengthy
application process with required documents.
	All foreign exchange transactions in and out of
China are subject to strict control by the State
Administration of Foreign Exchange (SAFE), and
are required to be filed to make an “FDI Stock
Registration” with SAFE before 30 September
each year.
	Annual audit reports need to be issued by an
external licensed accounting firm and signed by
a Certified Public Accountant (CPA) registered
in China. A single combined annual report must
also be submitted to the Ministry of Commerce
(MOFCOM), Ministry of Finance (MOF), State
and local Administration of Taxation (SAT) and
the National Bureau of Statistics (NBS).
	The Administration of Taxation use a document
called Fapiao to monitor a company’s costs
and revenue. A Fapiao is basically a kind of
invoice given when a payment is made, serving
as a legal receipt. However, these invoices are
also used by the Chinese government to
monitor tax paid on any transaction. It’s this
latter function that makes them so important.
Companies are required to buy a blank Fapiao
booklet from the tax bureau in which to record
transactional details. In short, if you spend
money on business matters and expect
reimbursement from your company then you
have to get the right invoice.
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	In response to the BEPS action plan, the
State Administration of Taxation announced
(June 2016) revised requirements relating to
document preparation and filing to meet the
reporting threshold.

Future developments
	In 2017, the Chinese government plans to
simplify the VAT rate by reducing the rate
category from four types to three.
	Following digitalisation of the tax compliance
system, the government authority is rolling out
a series of tax management simplification
measures that include upgrading the golden
tax management system, implementing a tax
credit rating and establishing an online
platform for tax matter handling, Fapiao
application and registration of contracts,
among others.

INDIA : # 1 0

HONG K ONG : # 9 1

India is the third most complex jurisdiction in Asia
Pacific and 10th in the world. The country’s current
tax system is complex and multi-layered. Crossborder compliance, compounding of taxes on
domestically produced goods and services, in
addition to several central and state taxes,
exacerbate the complexity of the system.

Although being part of mainland China, Hong Kong
is a Special Administrative Region (SAR) of the
country working as “One country, two systems”.

Key factors that increase complexity
	There are various statutes governing taxation
and foreign investment – the Foreign Exchange
Management Act (FEMA), the Income Tax Act
(ITA), tax laws of 29 states and seven union
territories. Furthermore, no one can ignore
custom guidelines for any import and export of
goods and services in India.	

Future developments
	To reduce the complexity of multiple tax rates
at state and central level, a major tax reform –
The Goods and Services Tax (GST) – is planned
for roll-out on 1 July 2017. The GST is a
destination-based tax on the consumption of
goods and services with the aim of achieving a
‘one nation, one tax regime’ in India. It will be a
comprehensive indirect tax on the manufacture,
sale and consumption of goods and services
throughout India, to replace taxes levied by the
central and state governments.

LEA S T c o m p l e x jur i s d i c t i o n i n
APAC
JURISDICTION

REGION

GLOBAL
RANKING / 94

Hong Kong

APAC

91

Regional
ranking / 20
20

While Hong Kong is one of the least complex
jurisdictions in the world for financial reporting, it
does still have some key regulatory requirements.
For example, accounting records should be preserved
for seven years and in case of non-compliance with
bookkeeping requirements, directors are personally
liable for a fine of HK$300,000.
Key factors that reduce complexity
	Compared to the taxation systems of other
jurisdictions, Hong Kong’s tax system has
some special features. Taxes are only levied
on a territorial basis that means only income
arising in or derived from Hong Kong is
taxable, whereas worldwide income is not
taxable, irrespective of the residential status
of the taxpayers.
	To open a company in Hong Kong only one
director and one company secretary is required,
and it does not require registered share capital.
However, to open a bank account, the director
and authorised signatory must visit a bank
office in person.
	There are only three direct taxes in Hong Kong
– salary tax, corporate income tax and property
tax. There is no sales tax or VAT. There are also
generous allowances and deductions to reduce
the burden for taxpayers.

Future developments
	Hong Kong has adopted FATCA and plans to
adopt some of the BEPS measures as a BEPS
Associate.
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SECTION 6

COMPLIANCE T R END S

TMF Group’s experts were asked to rank, in order of importance,
the following seven complexity issues facing a multinational
company when setting up in their local market.

Total number of jurisdictions

GLOBAL
94

EMEA
50

AMERICAS
24

APAC
20

Risk of non-compliance with local regulation

19%

14%

25%

24%

Tax compliance (possibility of tax audits)

17%

13%

21%

20%

Future impact of technology

17%

18%

18%

14%

BEPS and transfer pricing

16%

20%

14%

12%

Accounting complexity

11%

9%

7%

16%

Cyber security / data privacy

13%

16%

11%

9%

Other

7%

10%

4%

5%

100%

100%

100%

100%

Globally, the top three issues were considered ‘risk of non-compliance with local regulation’, ‘tax compliance’
and the ‘future impact of technology’. However, there were variations according to region.
 EPS AND TRANSFER PRICING
B
In EMEA, the impact of BEPS and changes to transfer
pricing were more keenly felt with one in five (20%) of
respondents citing this as the most pressing issue
within their region – compared to a lower global
ranking of 16%.
 ISK OF NON-COMPLIANCE
R
In stark contrast, both The Americas and Asia
Pacific cited ‘Risk of non-compliance with local
regulation’ (25% and 24% respectively), followed
by ‘tax compliance’ (21% and 20%) as the biggest
challenges, a view shared by only 13-14% of EMEA
respondents.
26

TECHNOLOGY
However, the automation and digitisation of
accounting processes and reporting will continue to
impact across all three regions as more and more
government’s look to standardise financial reporting
processes and create greater transparency and
accountability within their
tax systems.

B EP S : B a s e Er o s i o n a n d Pr o f i t S h i ft i n g
Base erosion and profit shifting are tax
avoidance strategies mostly used to exploit
loopholes within the tax/legal environment by
shifting profits from one specific country to a
country with low or no tax, where, in most cases,
the company has no or little economic activity.
Currently over 100 countries and jurisdictions
have, or will, implement regulations to address
base erosion and profit shifting as part of the
OECD’s initiative to counter fight these practises.

Both the OECD and the participating countries
issued a report in 2015 containing the so-called
15 action points to be taken into consideration
and implementation by countries when dealing
with BEPS. The main focus of these action points
is to identify and neutralise gaps and mismatches
in tax rules across the countries, and facilitate
increased exchange of tax information between
jurisdictions to improve tax compliance.

Looking for local or
multi - countr y support ?

TMF Group works with companies, large and
small, to meet their local and global accounting
and tax requirements by offering a full CFO suite
of services. We support our clients to manage
the complexity surrounding international trade
by helping them stay compliant with diverse
foreign regulations, standards and requirements.
Unlike many other providers, TMF Group has its own qualified
accountants in more than 80 countries. This means that
our clients can deal with one provider globally that offers
consistency and high quality service, in compliance with
ISO27001 information security standards; helping them
mitigate and resolve any issues quickly and compliantly.

Our services include:
Accounting and bookkeeping services
VAT and IPT services
Tax compliance
	and global expense management
via TMF InternationalXpense
To find out more visit tmf-group.com/tax/ or email
contact@tmf-group.com
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Find out more about TMF Group:
contact@tmf-group.com
tmf-group.com/FCI2017

Whilst we have taken reasonable steps to provide accurate and up to date information in this publication, we do not give any warranties or representations, whether
express or implied, in this respect. The information is subject to change without notice. The information contained in this publication is subject to changes in (tax)
laws in different jurisdictions worldwide.
None of the information contained in this publication constitutes an offer or solicitation for business, a recommendation with respect to our services, a
recommendation to engage in any transaction or to engage us as a legal, tax, financial, investment or accounting advisor. No action should be taken on the basis of
this information without first seeking independent professional advice. We shall not be liable for any loss or damage whatsoever arising as a result of your use of or
reliance on the information contained herein.
This is a publication of TMF Group B.V., P.O. Box 23393, 1100 DW Amsterdam, the Netherlands (contact@tmf-group.com). TMF Group B.V. is part of TMF Group,
consisting of a number of companies worldwide. Any group company is not a registered agent of another group company. A full list of the names, addresses and
details of the regulatory status of the companies are available on our website: www.tmf-group.com
© May 2017 TMF Group B.V.
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