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System features/weaknesses

Ultimate Residence Country [REEEES
(High Tax) * Territorial/participation exemptions
» Low residence-based taxationor tax

deferral

Intermediate Country

(Low Tax) *  low taxjurisdictions or

territorial/participation exemptions
» Low taxon dividends and exit gains

intermediate Country

= Low tax jurisdictions or preferential
(Low Tax) ! P

regimes
» Profits shifted
» Taxcompetition

Tax competition (“race to bottom”)
Low profits recognized {profit shifting)
’ = Current system taxes at source not
destination
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