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Table 2: Summary Assessment of the Pros and Cons of the Policies
For Promoting Competition

Disadvantages Behavioural/

the non-competitive
omponent; Economies of
cope are preserved; No need
or line-of-business resiraints.

Policy Advantages
Structural
Approach?
Access Certain economies of scope are | Requires active regulatory Behavioural
Regulation preserved; costly separation is | intervention; Regulator may
avoided. not have sufficient information
or instruments to overcome all
forms of anticompetitive
behaviour. Need to monitor
and contro] capacity.
Ownership | Eliminates incentives for Potential loss of economies of | Structural
Separation discmination; Allows for scope; May require costly and
lighter handed regulation arbitrary separation.
Club T Eliminates incentives for Club may seek to exclude | Structural
Ownership  discrimination outsiders; may facilitate
collusion; only effective in
certain circumstances.
Operational Aay facilitate control of Possible lack of profit motive Not clear?
Separation discrimination and anti- reduces incentive Lo provide
ompetitive behaviour innovative and dynamic
se  "es
Separation Anti-competitive behaviour is Only applies in certain | Structural
ioto offset by incentives to circumstances
Reciprocal interconnect; Facilitates
Parts horizontal competition within

(4] OECD, supra, at 15.
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LD XwHEIZERL, §482% M55 oML L D BIR S T& 7, IFASP I3, IRS %7
5 B, BEAVRH ORI 5 BEME RIS OO L —= 2 7 b UNEIRTEED
ELT, LM REHAERALTNS

[123] IFASP &, RBEEFOBGRMBERBTILOWTRHELLT 70— F LR T A1EE
Ko TV d, IFASP MR RE T — 7 R REL THI Y — 4y 1 & LIZo TV a4
EEETT V27 MZBUTOLONEETNE

WMRT V7L -0y NOEBEER

h AT E¥ (SHERMH foreign-controlled corporations)

av¥a— R VEREE)

BEFBRIOTER NEAREH)

AF AR (T A HERERNOHA)

— Y 7O AEX (KUl 7 — 5 L OEH)
BRAEE /B (I AIZEY L CRELB K U 37 & D 3tEIEE)
LY =T A4 X MEFE (BIREEDBINBE)

(124] IFASP BHRfBA @ PR IE, FWdH 5V IXFHEE L 048 7% IRS S0P RANC



DV TOFEFIZIMD 5 T b, [FASP 1L, B AR A 5 AR IS HEHR T 5 X ) (6]
MICEWERT 2 LEMICHLTT — & Z1RECLAD5. THIL19934-D § 6662 (e) DEIE
WAL OEBE S 2T, ¥F/-IFASPOBMFIL, §482B LU 86662(e)icdh LD Hri
HAHTA ¥ AR ERK L 720

3 KEMEBFD L OFRE

(125] 19924E1C IRS - BABIBURE R EH L S 470, IRS 1. AREIRBS & BHICAK
HLYHoT RS BBRBEKRZRABIUT —F v 77— 7% U CRBEli OHER
FEOWRELTVS .

BB, FEOHEAICHEL TWADT—F Z IRSICHMT L, £DHEDLLZIE
AP ITAY FEBLTHBEOT ¥ N—RIEET 7 £ A¥ 5,

WHOREERE b1, FEAIEHTDINF — > (patterns of noncompliance) Z&EHI L.
BHEHMEMETAIEICL > T, ERTLIHEAET (compliance) %A T 200 E M
THBL TS, TOAMDLDIC, BESIE, REHEEI9FTDMA D & L4 EF
58 (Audit and Compliance Plans) # IRS 248469 5, Zhid, Fiofits d O%H
CRABTIDETFRITH1DDOEETHD, “2OHETE OIZ, WEELFEFICT A
DICERDY A M b FICFEILDOWTOFEMRED ) A P FREFL TV A,

FABIRIZ, RS HMF B L KB DV THRIAEBD T, MiAE W 5 72012F]
BINBV 7 b 27 ORRBKRRLELFL TS, 20V 7 72T id, RS DR
WrHErLl, arya—7RAXEMETR— 1 (Computer Audit Specialist support) @
A Z F2EHTHIEINRIDZENVHfFSN TS,

MBI, BYIIRACHE T 215y, TOXROPEREL I THL7-01Z, IRS
R A Z LR AE L,

IR REEIE. A ¥ TEEMMZ #5202 PR IC—EFRESREE bR R
(Southwest Border District Directors) & &6 % b2,

RS EEERPr (National Office Research and Analysis) 7 & TSI 83 VG H#0I% SHH5 7
(Southwest District Office Research and Analysis) (3., A F > 2L DHAIET L
BROF—5%2FILLTBY., 20OEPOMBERTOE S (CHELTEDT — 5 D5
x> TWwbeEZhTHD,

— 31 —



[126]  (fpfb3i0) XMSN/CHG | CMA S 7238 RIC oW Tid, § 1050A 2%, B
BHEBEN TER I NATHMOH 2HEIERY . BBMIEL BT 2BICEREND
BMECTIHBL WD, TOXHZ, IRS EBBROHB I L o T §1059A ~DHEHLI T
HlipgoTnd, 6420 IRSIF, BipMittdEmo o, LY 2fW 2 EfiEs L TR
BMOTF—2&2FALTWE, FNIIDWVTIEL, FDRIUTONTHIBID 7 — ¥ OF IR
CHROBIRZITo T, ok 2 B AZIHAY - EARBEEEICOVT O
F=7E DY, CHEBEMERETKE 2EREIFATOEZHETH 5,

[127] §6103i3 —#XB9IC IRS AR EBMEFR T2 L 4B LT b, Zhid, &
DPATEWMNINES TEDEIHOEFBAFEMIC S B RARTH I L 2B LT D, Fldh,
§ 52204t K B St E (North American Free Trade Agreement? NAFTA) (Implementa-
tion Act) FEHEEIZTE I JFEDOAETH LN TS, Zhid, 2k (Public Law) 102-182,
107 Stat. 2057T, §6103 (1) (14) & LTmxxfbah, 19934 12H 8 HiZhlg s iz, &
DEETE YIRS X, BHBEAIHEOR, AR OWTILLIRESI AT oMY
FAr (B L CEHBBIRD -0 0 FDMOEEICOWT) HEFT 2 00 LELREED
WA, MBI LTRRT AL TE S, CORATEBLTZTNICRET (HRAIC LT,
ZDMD NP BB OIS HEFMHEEREBFATAI LIIELLATW S,
T.D.8527 (199448 H) (w0 MRI) 4 & N T.D. 8694 (19964E12/1) (RA%HAI) S48
DTk,

4T AHRELTHREOBE

[128] ATiZ. §4820BATICHIE T AR TPRRICOVWTOREDHTHMZ T L DTV S,
3 C 1T THERIWC BT 2 S4BT DV T DT HRERE R FE LTV S,

1 Ak (B ML TS I UHEROS LY RICBT A REES
[129] 1996-1 CB.616IRHWENTWARIRBE L THEB L RN DS 2 4BIZBIT A



Yo EkTHid. MBEFICH LT, #ROBDHLFE & P THERENPCE T ZEHRHEE
COWTERBTLZ LRI A 2RI H6DTHL, KFHIT. ZOHROH B
WEH, BEMEN T — A FECETIIVOETORYE->TWBEEIIE. FI L
AIRBT COFHOMBIZE ZE L TWhH, L hFROBMIL. AIRW S TR
RodH 5L F[OTHFIHMWII»bL I EEHICT A I LIS 5T, HROH S 4E
DEBERIEZIDPELT LI LIIH B,

(130] THEFHE., EOLIBEKROS LT, Fhr () BT TEHROBL LB/
V2 RIEHOME 2G50k 9 5 C L 2STRECH S, ELAIRB L THADEZR 2T
Lo MBLE L, A (Examination) T §4820DFEAMRE I NAHBTEBIITTARLPIC
ABRMHEDEREH L LT id e bi v, 28 2, FOMRMIL, BB Tx P53
LURTD U <id BB TOH —GEF LN ER E LD, $MREL HERD
HLEBFEOTr —ALOWTHEH R LOLHER. £ LT MICEKED Y FIFHED
FRYUYFBH L TREDLIZIZOWTELEVE T2 E T, RNFRLTAFET LI LA
TEbL, FLKEOHERDH Z LU, BOOEMT, TN THMIZZD — X1
595 LEWEKRTEIENTE D,

[131] F6HETEARLATWAEY, HAY —RBVTIE, “ZMOBEFHEEHIE
(APA) (ZBB L CH MM T 2 WHEVEO /20 125 & N7 OB Fiki e . MR
FOT Wi iR 428 LA (in prior open tax years) @ §482FK M-I FIHT H I L %
MHETH 5, JHiE, W=y 7 & XA TFHETH D, Rev.Proc.96-53, 1996-2 C.B.
3751k, APADT — )Ny 2 % JUS T A 0 DOF4iv 8o TWhH, MEEAREIL, HR
OBHHYED LN FILRwHEE, b LIE, TIRBETHEEHEROSH 5L FIZBIT L
FREEADMEET £ & b1, APAT— /Ny ZEKOFEIZM L CORAM 2 EDH T 5E, Fi7zll
S s N T E (9865, 1998-52 LRB. 108 88) O F € APA # i K 2/ FdNbi &
(3, HUY CTHELHEROD 2 UFIIHBITZRAMTFHROFIMHTALZ L TR A,

[132] FIM:EEIE, B TEBEAOT 72 2B W CHBZOF B X5 L. (6.
WO TO L2 ELFLAZ L ®BUAERRINRE VD B - 7B E HE



LoD, P THEEERDH L MHOEZREAET 5, THICL T, 728 WA
WCEL PN, RPN THEIZ X o THEE S MR, IV THEBRD S 5 4F 0%
Bhe i@ kd 20, RNFHAO7 7 2 A5ER SN LN H S, Rk, 3 TIC
THRH ST TR DAL OB % % T M H IE. BICEFBICTRA 5 721 T,
L THBIDI LA RSOV TORERICHT 2HAE G I e TE v, LA,
F) Licr — A2 Bn i, IRS it AFRICESESZ07r — A2 HINd 2812, #E
B THREALT LARBIKIKET 228k b, b LEROS L YBOBE % ko5 LU
BV, MABLE A TIZARR AL TR & IR RIEORAIZE > THAHEITIE. KE
OHEROD 5 4R)E, ABHBEORFE» S FICHAELZBONL X ICENT L2505 T
Hhy, MV TEREYCBIINBEEELLTT LD 2MBLLEAT LITTV,

(133] MEODHHUEFEETCEILWVEES, DoV, RBEEIEREODLZLFB LD
HAESEEXFIT AN WEE&IE, MBEE, BIRMEMBEZ W TS LR TAZ A
AR CHBI AT L TR TAHAI LD TE A,

[134) WTF FTCISHORIRE FTHEB LS NIZHERBOD 2 BgoFIEBEFEEr — AP T
L. HIEWEDr — ADHHERTH D, ChoDr — RTFIC§4R2CHTRHBEMHRT
55,

2 ACVERI LRy TR OB &

[135) 19984ERLM D FRRRSE 7 & IS IF#: (Restructuring and Reform Act of 1998) (RRA
1998) @ § 3485IIN L ICHERAL RO § 7123 2 HE L7245 T ARARP I CHEEAIC &
55RO T4 (alternative dispute resolution. ADR) %Xt L7=bDTH B, &
H2id, 1998FE DT F M (Administrative Dispute Resolution Act) 3, W FREZHTAE
S AYBUAT DT ECFEL BV T B D) OB R F& (ADR) 2 FIA$ 5 X 53R
L7zo MABLEDOMLAEILZE Z E~Oin & LT, WL THBEIE § 482005t % & T,
B OWTOFHEE LY DRI DEL CBHRT 27201, WP LWFEE %
HELTE, ShLOFHS . WO TR S L, 2l L > TIHEEL 7 —
ADMRIIFRA L2 L% D EHI B, EHOMELRI IHFLLCERENSDO



Thb .

P#IR% (Early Referral) —RMABRAFHIIL > T, BHOBESFAFOMB LI,
SHEOEROIZOZDEP DRI DOVTIIFHEFITIRALN, TTIUREL TV A LR
RENTWHRVWEROM 2 TIRO L THEEICRITY AL ) RHETH LN TE L, FE
MEORYREE LWL, MBLEL IRSHFD T~ AN L CRBROBIEIZ DWW T
EEIEST S LRI VEREEND b, T/ KBNS TIREZTHEE % 5 IIRA
KRB AT L — 2T DR - E D & LTSI L TS BI R &%
gL T2 LT, WHPEHTEADWTREYD L, BYRSHERFRSICOVT
Rev.Proc. 96-9, 1996-1 C.B. 5758 RN Z &,

#E (Mediation) —B7 07 — AWMTBIAG R L TFREIZQ Vo TR AP, T 2HH
PHZES SN TV WnE W) EiEE, BRA RO e TED, PRETRIILH T
oA, TG, RETREITAMBRE D LA WEBNLEZZICEHL LS9,
TRARIHSLTHERII B O THED H 5 LB VARNII Kb s L XD Pk EHFa b o
ERTEEE e B, ARE L, B TREDNS ., HEVWILIRSDAED S BTN D 5,
—MANIIP TR EMBE AR BT ORB I3 205, B THED 2 > -
WL L TOREERLTERE, BLTHREFFOBRHOSEHEY 2,

ef

fh# (Arbitration) —NEE A §7123(b) (2) W, BEIIN LT, MilE B I Ok

B CHBAS, B TR T LCb AMEOMBEIZOVT (bAWVIE. §71210%0

CERIEAE. b LI STIEET L RIGET VT ANRDRADPAEIIZBb 74 .

RN S OPELAETHERTAIENTELL I RINA Ty N T T T LETHLT 5
FibEDHTWVAB,

[136] /% ADR T &3, §4A82EEIC DV TIHICER T L 2BINEA F Th b -
Too FHUE, INHDr AR LIS LITHRDOH 5 LROLXELLEL L, Ld>sTE
RSN TV B AARE Y THERRZ & TMICHERR O b 5 B R~ D RO Ff E (2o
THHEMBEINDLINLTH D,

)



BO5E MERD D UFOHM

[137] AT, 1992FEOMEFLIREOHMBBBE 79/ 7 4T AHMET LB
%,

1 BfFEO a5 A

[138] IRS DARFEE L. ERTRBEB OUFHO 72 DI L EBH R 7 + — 7 2 ICE IS
MLTVB, BEMBMELE S LR TLULUCHYOFEEZED TnD, 728 21,
IRS & OECD D@ m & & HIZ1995EDBIMBE N 1 ¥ T A LTI S Tv BT
ERMBRAELFE TR L. BARXOECD AT T Wb ENLDH A KT 1 ¥ ORETEE
Kb oTWwh, INLOERIETHEDIEDD T 4 — 7 L00, KEFEEBLEHEY
43 (Pacific Association of Tax Administrators) (7 A1) #&®RE. #F 4. AKL L
WA —=ANF) 7)., ZNV—772— (GroupofFour) (7 AV HGKE, VY4V, 77V
ABLURE) £LTT7 A H KEEFEMEEL PR Y ¥ — (Central Inter-American

Cenler of Tax Administrations) 2% 5,
2 HMBHE S v T A

[139] 740 » & REE, S00PISHEKNE L FIB3OMBIFRLIBT LR . 2512
TIEAOMBR E 2o Twb ((FEDER), ACT X, SREOHRD S 5 HFE LTI
Lo 29 LB EDBITEE LR/ b. it @R E A4 L. EERE 2 k¥
b, KEREE (EBRMERS) B BEERBEI 2V TOBIDERREIET b,

[140) WBEK>VTHERDHHLEFO IO, £ OHE. BEMKHEO BRI
LoTHETH D, &% O, KIEOMBAEIZ L o THBILMIERTE S Ui Lidls o
Y L CEMHEENOZHERBI AL THBMWHIRE L > TV ED L THL, FHELR
TOMUEDFIFEE, BB TERBORKREERT AHAMAEHEL TWEH, 1996412
Rev.Proc. 96-13. 1996-1C.B. 616D MR D 2 BB OHEM % BT A 00Tk ifE L

72 {TSM),



[141] (BYELFEREDHEFIEE) TXTCHOFBEBEYOEORIZETE A%

ERRAZMAT D EPRBE I LN TV R, &b IITE A OB O B255 1
ETE, SREZLCICHEETFE CERHISEA BT AL EO R ER S &
Vo 1TEAEDSEIDE264% 5 O TIFA OREIC LY . S%REE 2ol FREI,
PRI HAICE LUCTIERERBT 27007 AWMV BUEBEF S D, ThICIERER
HMEO MRS & N5, HEEIE, EROD D LBOEEOFEORRITET 5 H5
PR EN TV A,

[142) &REFEBENEBL L, MBEHD 2 LBHEEORBI RO DS LF0
PE RO AR TS 2 22 AIBEDMBE~DHFEORE 452 s FBE4BELT
V%o TEIRO APARILE A BEMEHEORIL, 070+t 2 &S TREOHR
DHHUROIEEHY VA LOBLFLBUIEL TV D,

[143] KEOHKIROH 5 LFHIMBEEOLFIITF AT D5 LYK L 2 5& 1 d. &4
HEMOMROD 2 L5 L DFELEVE D, FOMHORRE I 2% %4 5, Rev.Proc
0613k, ACT 123 L T 247 ) FHX A MEL T4, ACT £, RHHIIHT 5
REDHEIRD & BB THD, ACTIR, FDOEUFMEDOIZEHTLNE ) MRET
L, FORGDTRCOBEB IV, 2 L TEEHEOSH BIBTEOH 21035
HEHDP G0N TnD,

[144] 19964F 1 A 12385 & L/ Rev.Proc. 961318, KEIOHEIRD H 5B F 0o DEM*
HKT B DOTHEUGEL 2o RevProc, 96-13id, 1 ¢ 20 [RS WEOWAS X
EEREOTO U2y b F—ABPRR AL A Y PEEBIARTYS, 29 L HREIC
5T, HEHRHFSIT DV CENE TRER LA RS AW S 2C S L0, 58 5 N7 L
ORBFHI, SRESHMOD 5 UBOFHIN & AT 52 E EBRARL TS S

LEHOoDLTWnA,
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[145] E4R(MAGRTRIICHI S % Rev.Proc. 96-130EBE LR EE R DTN E BN TH D ¢

KEOHERD & 5 Y RFMMEAAMFE L DES T RO BB, M7 A ZERIEHA
fRetE 24,

HERRD & % M & WP TS & DFHOINEEL, Tt s LoBMA AT 8 L 58E
EnTE&I, 20 AT, MBLEIEEE 2TBORR B CHER 2 T3 21814 WS
B2 Tw5h, B THMABLUHEIIROS 2 MFTORBFRICL > T, MBED LL
BKEOHERBD G 5 LA, HBRDBD A LR & NI BA THEMICHE~ORE + 23
TLIENTEDL (BA4ESROZ L),

HPRD & 6 ME OB B L U FROMELSH/ITIZENT WS,

AMBE I, CREIEBVWTLBHERFEICBWTY) REMRERDSH HBROUE
EBITTALH>TFRE EOREELR/NMRIIIFI 2 A /7-OICHBRIICHHFER L &
Lot by,

AR, FOREOEAIEA/NS WEAS I, HROH 2 Y FOEMTERE
BEILEEHLTN S,

Rev.Proc. 96-530 § 7 (. Z &M APA KM LT APA EMMB oD 2 MHFEHEE
LOWELIOVWTER LTV, & LAPAGERIBEMFEEGUH A, WEHE
(. APAD SR 2 2 2MBCEE L THRIRODDH L LB L OEEL KDL Z LRSI
TWh,

MBI, AERIERDOBH L EH[OFR*E KT LI EDITEL, ThIZIY, EB
ZiERK L H OB E TOF] & H0 ZoaRELET R O fERER 2 BIEAE R IC D w T Ok E
WHBIENTES,

Rev.Proc. 96-14,1996-1 C.B. 63641, FE& LT §482 AL L MR D H 5 ¥JHIC K A I2Eh
R DEEMLHEL T > T b, BREVHEROD 2 URHOEWEEHET 25
L AH B aiid. Rev.Proc. 66-1TI2 KD (Y B AD ED X ) R EFFIZ DT HH#
BROdHBRHOEMFEREMELCEI RbRITNEL LRy, EOWEDPDHED 7 —
AT, Rev.Proc. 65-1712 80 { B AEID1E ACT ORI BN LETH 5.

j— 384



4 FhzEE OB

[146] FABISAI 4 & NIC TIEA 1IZfEV . IRS I KE OB &AM TFE & AR BE L 2215
WA EIT o> TV EH, T2, HEOWMBEII 2V TEHOHET LT EL T b, Thb
DT TG L, RS A R BEADHEM LRELL D, Z2DE > DERN B X OTER
B B E T A 1D o T IRSICAMRMT HDIZIL> TV b, TRIKH S

A REBRESE OIS L

[147] IRS (. KENC BV 2 MBI AT S5 FEOMBLE B 5 BEali M- 8a
L ChEEFROBH LD HFMEIIFT 22 el CED, FEBERORM L, 70k
AL, HEAOER, P OXEOMELE & OBR, KEOMBIE L DRG] BLUR
SHLORBUL WG], £ L CEIRME RS 2 &) MCBLET 5 L) L FEKOHE
LENEEND, ML IRS I, BN TEEIE OEIMAIEG C & 2 WA IR - Tl
EAFED S DIEREFERT B,

B ¥RLHICHAZERTH|TOT I A

[148] ¥RAWICHBEHITIL T O 7 72108 > T WCHMTEIL. HLERONE
BBFEOFNTBIAEELZMET 2FERELT, SFEEECHEL THENLENIERL
TR EF AT A ENTEL, ZOTT 7T M3, BREWOS5E 71 /5 A (Specializa-
tion Program) & B L TH Y| IRS %2 6 CICERPROBEABFED b Sk
TORESLHILIMEES BT H2MRAWU T2 2L 2BME LTS, TNLO¥ERE
B BB T 175 203, REMEOETOLE LRV L. B TR E
M A DRI DEREBIL ) TLIZOLMWBAEEEIH 5,

[148] 4IRS (3. BARMAS ST B L CIl e M EE L 0¥ RABII D7 B RS
K OBOEAYBVCETWD, 4HI COBIEMESRIIHBI 2 EERAHIIhT 21
AT LA 2Ll KO RS DD - EH, AW, B, Ty Tuky 7,
KINGHEE, BT H#55.

— 397



C [REFYRE‘E QIS L

(150] [albales 5w T, RS R DB EEROMBRAAT — A L —FIC & LCOHE
BB T B FEERO R AT o OIS L, RPN Bk K
VT EREROBERHE BV TR0 RFHHEE IR L TW 2 MBLETH b, FIF
DEBN & > Ty B THEN 2 RIS L e Do FIRAIL, BRODHSUR T

MDOWHEE2D L) 24HEID I AEROERIZOVTOREFE T &V,

(151] MEERAE I, IRS E SHRTFEORBE UG & DMWY Jrolsft-> TiTbh b, 1B
LT, KEEXRDIRZAEEZ) LIAEEN VRO 2 E DD Tns i F—A 5 7,
NFH. TITA FAY, 4% 07, HER, BE, xFv2, Jox—, 7407,

A xr—Tr, ¥E,
D ZDiFHhrOF7O55 A

(152] TRSIZ F /-, LAGHIT-E & BN 74 & N E MR 22 H3RAC I b BN L Tw b, EH]
MIEHACHE, YA EEEB X UPRFR & Vo &S (passive income) b
LCEKRENBOZHAECHS 2T H L) 2EREFIZHEGT 6 LIZHEL TWwa,
Rif O fgscifid, 8 LCFEOMFROBRBEIER L 2V 2 8 2RT 2 & T HNE
DuEHTRERRENIL ) GHEROLAIHETLHDTH b,

%8 E e B L Uk

[191] IRS X, §4820PITHEEST D700, 52008~ 162 HWMBE L 56 BKT
5080 CHD, LA >TCIRS . KO L % §ARIMW T AIR4 L ladbe sl &
ZAIHLTWwb, 2F D, MUCEMBBEIHD o THERIT B LEXHEMIY LI L, B
i A 5 A% b FICHIZ OV TRIBMAEZ M ET 2 2 &, HEIHE TS T 4
B 5 BIiE BRI BB IR B T &, FREi BT § 48200 & BRAKEYIERI ¥ 5
e, Tha,

— 40 =



(192] HOBFOWEICE LTI, 818 T 48T LA bR\ Il ET 2 E MO
BB ZOBAIIBME RNV THLH LHERIT (b, LALRYHH L BEIE, ZOFFIT
DV EHENZ S THEN S N T AL D LTEHEMIHE DD T L IEEBTH LK
DTN5B, TNLDNATADE L, ZOREIVBINOKEZ HES 5 o DHBFE
F=FIRKGE L TVARHREILBIALDTH S, MELORERRIL, [EETHOMEY
RS T 25—, BEREKROMBLEIET LTV E PV EVnHII D T EDORER D
CHEZET S LOUHHT2DIBEXRRGIRIH 5, F1EE, 2. HHEAZTOEH
) AFTEET— Y10k - TE6662 (e) DIAIL L U19944E D Reik iy 2 § 48BN A*
MMEOETARELAPEIPICHLTERHLHL TR Y, ZofmIStTnin
DI, FAEOEFOKRIE, BUOE TP ZOF— P 5FHL THAET 52 L xR
BIDGKALGRREIEBENDL V) FEFHELERD LD T B S5 THS, IRSH
§ 482D BN, DAL §4820ETF O Z L D IEERICAET 5D b 2 b1, iz

bbb HhEwReERTHNETH b,

[193] EFILVERILI->TER L 2ORBFENDH, §4820RIEE O Hixs
BEPETHILHREEELGIE, COVK- MR SNEREFERICHY AND
NGB HE  DWUBLEDN D D, FHi2. MBHRAET — 5 345%% 2 65 WiF L BIREERMESE
PR B EHIFEDILCHRER ICHEET A HEHEMET A EThH DB, 2k xid, FHn
NO—EEMD [NESEEHEDS LEZOEPOMME b D% & OMG| (Transactions
Between Controlled Foreign Corporations and Shareholders or Other Related Persons) ] #»
O DR, FRE47200 [25%NEAFAE OKBEEFED U IEKEIZBUT 5T H 2 Wik FH
12D R B E OIS (Information Return of 2 25% Foreign-Owned U.S. Corporation
or a Foreign Corporation Engaged in a U.S. Trade or Business)J. % L TH#FI A O & AUk
EI NS, RESH TV AHEASSD ~ERIH, [t — M — o EnizA
EN—= b —=b LIZZOMoREEAM OIS | (Transactions Between Controlled Foreign
Partmership and Partners or Other Related Entities) ] 75 1% 3 i il 12 L &S 7z i &
OGN L CAFRL2BHALET -7 2@ COCFBTHIENTEL, 51
3, BBRAZICBVWC, BHTAATREDD B IV EALHEOTFEN N 22d 5,



CHLELT—RT7 7=y 7 2D AUHIAEEAT O HFEX AT 5 oicid, BRI
LEBEMNCOHY T Iy M BILEERSINBLETHSI), LOLBWH, FHL74Y
IEOLVITEESEIL, §4820RURED L § T WIEESBHT 32 i hbEBbRb,

[194] EIIZERM S NI 2 WET % & DIRDILV FHLGRD § 4820 BUNER# %
ISR DPND LY IZT A, ZOBINED LY LWBIEEDT§ 4828 F IR 5%
FLTWBODPEALTwEDY, FRGFMLARVEZHRL TRBEONE ) PERI Y
AW DNTUI L DD EMATHE S, S s, RUOEBTFOMAENEAY U THLD, &
WLNLVOEHSFMEOBIERINI NS TH D, HREHMORNDOETORLE
MET DI LKL T, BE258BITONRERRICEELY S X 5 &) ATRE
A M= V§ A LN ETH D, HADETFEOENES 272D ERSN
B LBIOB R £ 18 57001018, RS, MBIE AT § 4824 8 LT B0 8 ) e
FTAHLDIFMS WL REL T bR TR 6L VTR L H 5, LI
LABNEKEBREELDTHA I, LEOLRYOLHBATEIZE o To § 4828 FH54
EHRVTEETHLADEIDICO VT, ) LRAESHIH L L)l b b @Y
B A RAEPS

[195] #2 WIZBRENT WD §4825 4 ¥ A0 ICHIE L. RS 3B I{iIHs &
M4 50w o070 27 NEERL TV 5, EBEIGNICETA2HBI25F 6% (i
ESNHFETHY, 2DELOIEMEMIZ>VWTRED 7 72 -F 23S 2052
VI L CHRET A R SNT WA, I9IMFEITRF S N, Bt — ¥ 2 7% & N2 I
BENDY—T 747 GG REEAEOIYRVE S S IHBY 5 2 L1253 5 §482#
ROz D7 L FAIOERERECT 5 2 L ICFEAE bR TV B, IRSiE, § 482311
T A M EFIGEAT 5 HE (comforming accounts to reflect § 482 adjustments)
Y BB FROBET L ERELEFETH b,

[196] RV XMIEHEL I DL > CEBTFT ALY 7 VT AT L. BEMBORS %
Mo L., TRODMBICH LT F LWESZ S THEI L5, IRSI. #ER ST
Y TN B2 BEMEMEBOMIISHEL I 22T T4 ThEb, EROH LY
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DIFEF LS L Z LA INTVE, WEDOLZAHLDMR I LI, BENZRE
B, P THEH, HROS5YE, £ L CEAMEHER 0S5 A O8E DRI EY)
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LB, MESHEREFZOVTHAD TR0, YEHEROBBETHL, £
FHIRETRNV -V E LTED LN CH & TRIFMWIZ DN T OE A2 X tud %z

BV,

LlEo, Bgid, BEfEERLRIESZITRObNTwE D TH LA, 401(k) & T
NTW5H CODA, &~y F v /i & GahalIx T L TREEY 2 & ) BRI
H5bo

7 PR EEA01 4 (k) OB E

MEEA G401 W EA SN TV LB RO E L. TERAIBHEBEEDL &
TIHF&ES A2 2T H AT, BMUNOEMODIZZOFEZEHNTHZ L &2
458N AR OFHBTEMA I b DOTH B, BAFIT 72 4015 (k) OEBIEE L
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“The mutual agreement procedure between the United States and Japan is a creation of
the U.S.-Japan Trcaty. Consequently, the basic source of authority granted to the competent

authorities is found in the U.S.-Japan Treaty provision itself. However, the U.S.-Japan Treaty

— 65 —



mutual agreement provision sets forth merely the general rules and framework for the mutual
agreement procedure. No specific rules, standards or guidelines for implementing this procedure
are found in the treaty. As a result, it 1s necessary to refer also to domestic Jaws, orders, regula-
tions, and circulars for additional details.” (897-1st Tax Management Portflolio 33-V-B)
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“Reference to Japanese domestic laws and orders is required in order to determine the
‘authority’ of Japan's competent authority. One possible source of authority would be the special
law for the implementation of tax treaty provisions which has been adopted by Japan. According
to this law, when the Minister of Finance reaches an agreement with the competent authority
of another country pursuant to a tax treaty, the district taxation office director may make
arevision to the income of the resident of Japan. The only other provision in this law regarding
competent authority requires the Minister of Finance to engage in prior consultations with the
local governments in regard to competent authority negotiations and agreements which may

be related to the taxes imposed by such local governments. Under a delegation provision, other



matters concerning the enforcement of treaties is delegated to ministerial orders. However,
those orders do not contain specific information as to the identity and authority of the competent
authority in Japan. (897-1st Tax Management Portfolio 33-V-B. 5% %)
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In the absence of any provisions in the treaty implementation law, one would expect that
identification of and delegation of authority to a ‘competent authority’ in Japan would be found
in the Law for Establishment of the Ministry of Finance (‘MOF Law’) and its subordinate
orders, regulations and circulars. According to the MOF Law itself, the Ministry of Finance
is responsible, among other things, for research, planing and legislative proposals concerning
taxation (including conventions concerning taxation with foreign countries). The MOF may
engage in necessary supervision of officers of the NTA. In addition, the MOF is granted the
authority to impose and collect taxes, provided that this is donc in accordance with applicable
laws and orders. No specific reference is made, however, to the competent authority function in
the MOF Law.

However, the MOF Law also establishes the NTA as an external bureau of the MOF
with its principal duty being the imposition and collection of domestic taxes. The NTA is required
to administer the imposition and collection of domestic taxes, which in general is granted to
the MOF. Pursuant to the Ministry of Finance Organization Order (‘MOF Order’), the Deputy
Commissioner, International, is established to participate in research, planning and legislative
proposals pertaining to matters within the jurisdiction of the NTA requiring international

disposition and to engage in the comprehensive regulation of related affairs. In addition, the



General Affairs Division of the Commissioner's Secretariat is charged with administering mat-
ters within the jurisdiction of the NTA involving international cooperation and overseas liaison.
However, this function is in fact delegated to the Office of International Operations pursuant
to regulations. Again, no provision in either MOF Ovrder oy associated regulations specifically
refer to the competent authority functions.

Reference might also be made to the procedures set forth for invoking the mutual agree-
ment procedure, which, as will be discusscd below, involve submission of a claim to the ‘competent
authority.’ Under the pertinent ministerial order, a resident or a domestic corporation, neither
of which is a resident of the other treaty country, may submit an application for mutual agree-
ment consideration under the pertinent ireaty to the Commissioner of the National Tax Administra-
tion, through the director of the district taxation office with jurisdiction over the taxpayer.

However, no further details in such order specify which office or officer is to sevve as the

‘competent authority’ for all vr any particular purposes of the mutual agreement procedure.

Due to the lack of shecific published information, it is not cleay what offices of the MOF or
NTA are charged, under law, with specific competent authority functions. As noted above, however,
it is understood that, by means of internal directives, the Ministry of Finance has delegated
the competent authority functions to the Commissioner of the NTA, who in return has delegated
the Deputy Commissioner, International, as the competent authority to engage in dircct discus-
sious with foreign tax administrations pursuant to the general duties otherwise granted to the
Deputy Commissioner. In addition, it is understood that the Deputy Commissioner in fact relies
upon the Director, Office of International Operations, and his staff to administer certain aspects
of the competent authority function, such as the exchanges of information and negotiations of
specific cases.” (897-1st Tax Management Portfolio 33-V-B. A %)
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“Having identified the Japanese Competent Aulhority, the next issue concerns the general
scope of its administrative authority. As noted above, the pertinent organizational laws, orders
and regulations specify the functions of various bodies in the National Tax Administration.
The Commissioner of the NTA, as chief of the NTA, is charged with overseeing the overall
functions of the NTA. The Deputy Commissioner, International, is charged with participating
in research, planning and legislative proposals pertaining to matters within the jurisdiction of
the NTA requiring international disposition and engages in comprehensive regulation of related
affairs. The Director, Office of International Operations has been given the authority to handle
liaison in connection with foreign-related matters. However, no specific mention is made of his

_role in the mutual agreement procedure.

The question ariscs as to whether the authority which is specifically mentioned can be
interpreted as encompassing the acts which are normally required for a competent authority
to perform its duties under the U.S.-Japan Treaty. These duties include in particular
(i) consideration of a case presented by a taxpayer for mutual agreement assistance, including
possible requests for additional information from the taxpayer, (ii) encouraging to resolve such
case by mutual agreement with a foreign competent authority, and (iii) implementation of
an agreemenl by imposing taxes or refunding taxes.

To the extent that the competent authority function might involve only discussions with
foreign tax administrations, the authority granted in the pertinent orders or regulations to
the Deputy Commissioner, International or the Chief, Office of International Operations may
be sufficient. However, it appears that they do not have legal authority (1) to demand additional
information from a taxpayer during deliberation of a action, (i) to conclude a binding agreement
with a foreign tax administration as to the disposition of a claim, or (i11) to impose or refund taxes
to implement an agreement. Of course it may not be necessary to have any authority to demand
information from a taxpayer, because, if the taxpayer does not cooperate in the mutual agree-
ment procedure, the Japanese competent authority can merely refuse to handle the claim. In
addition, to the extent that Japan’s cornpetent authority, for purposes of a formal agreement,

is the Deputy Commissioner, International and the authority to ‘comprehensively regulate’ in



international affairs under pertinent regulations is interpreied to encompass reaching agree-
ments with foreign tax authorities, it would appear that sufficient authority exists for this aspect
of the competent authority function.

However, the actual tmposition or refunding of taxes appears not to be within the scope of
the authority of the Deputy Commissioner, International. Any actual imposition or refund of taxes
to implement a mutual agreement must be handled by the district director of the district taxation
office having direct jurisdiction over the taxpayer. Apparently, the Deputy Commissioner,
International is considered internally to have the authority to direct the appropriate district
director to comply with the mutual agrecement.” {897-1st Tax Management Portfolio 33-V-B
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“If no treaty or no mutual agreement can be reached, the question may arise as to whether

Japan would be willing to grani unilateral relief in the form of a withdrawal or reduction of the
proposed pricing adjustment by a foreign tax authority. There are no provisions in the current
law or regulations for a ‘unilateral’ adjustment in Japan solely to avoid double laxation. One
authoritative source indicates that unilateral adjustments will not be possible (Hayuka, at 22
6).” (897-1st Tax Management Portfolio 33-V-B)
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