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FINANCIAL FRAUDULENT REPORTING USING EXPENDITURE
FOR CONSULTANCY SERVICES. ROMANIAN LAW AND
JURISPRUDENCE

MIHAELA TOFAN
Alexandru loan Cuza University of lasi
lasi, Romania
mtofan@uaic.ro

Abstract

The financial fraudulent reporting includes the use of methods and mechanism to reduce
the tax liability, diminishing the tax amount either by increasing the deductible expenses
artificially or by cosmeticizing the non-deductible expenses into false deductible. The
paper evaluates the tools used in practice to qualify the expenses incurred for the
provision of consulting services used by companies, in the context of Romanian taxation
and the trends manifested in international taxation. Considering the very diverse nature
of the points of view expressed in relation to this subject, the present analysis carries out
an evaluation from a theoretical and jurisprudential point of view of the arguments used
to establish the (non)deductibility for this category of expenses. Identified solutions are
presented in the context of the volatility of the regulations at the national level, noting
the stability of the interpretations given in the solutions pronounced by the national
courts, but also the edifying role of the interpretations made by the Court of Justice of
the European Union, even when the pending litigation does not explicitly address the
issue the tax treatment applied to the amounts spent as consultancy.

Keywords: deductible expenses; consulting services, jurisprudence.

JEL Classification: B34, K40

1. INTRODUCTION

From a fiscal point of view, the concept of deductible expenditure is strictly
related to the calculation of the fiscal result, that is, to the fair identification of
the amount to which the profit tax rate is applied to determine the payment
amount to the state budget. It is implicit that, if a taxpayer incurs a large volume
of expenses qualified as deductible, the profit/net income tax will be
correspondingly reduced. This is the justification for the increased interest of
business entrepreneurs in classifying as "deductible" for as many of the incurred
expenses as possible.

On the contrary, for the collection of important sums to the state budget, the
opposite behaviour is justified, namely the tendency to limit or exclude the
deductibility of expenses that are not objectively justified in relation to the
particularities of the respective business. In other words, establishing the
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deductible nature of the expenses incurred by a taxpayer always requires a
complex and thorough analysis, from both points of view highlighted above, by
interpreting the relevant legal norms and with reference to the jurisprudential
interpretations formulated in situations brought to judgment.

In accordance with the applicable legal provisions, not all expenses incurred
by an entrepreneur are deductible from the calculation of the profit tax. Based on
the European Union member countries sovereign right to rule taxation (Tofan,
2022), there are large differences in the fiscal treatment for the deductible
expenses.

Because of the flexibility of the economic reality that we face, Romanian
tax legislation is very volatile, including in this area that we are analysing, and
the regulations in the Fiscal Code have redefined the general principle of
deducting expenses. If until 2016, the deductibility is interpreted through the
lens of the purpose pursued at the time of the respective expenditure, being the
expenses incurred to obtain taxable income, after January 1, 2016, the condition
of deductibility is considered fulfilled if these expenses are carried out for the
purpose carrying out the activity of the respective entrepreneur (Tofan, 2016).
The legislative amendment was justified by the need to clarify the application of
the previous regulation, certain expenses being unnaturally excluded from the
deduction. In other words, the new expanded definition would benefit taxpayers
by ensuring uniform and simpler tax treatment in all possible cases.

In this context, our analysis aims to identify the fair ways of qualifying the
deductibility of consulting expenses for the identification of taxable profit, in the
case of taxpayers targeted by this tax treatment from the Romanian authorities.
Methodologically, the work aims at an analysis from a theoretical perspective,
but also from a jurisprudential point of view, considering the analysis of the
points of view formulated in the solutions pronounced by the national courts and
those pronounced relatively recently by the Court of Justice of the European
Union. At the level of European jurisprudence, the subject is treated indirectly,
there being no uniform provisions regarding the method of establishing fiscal
obligations regarding the taxation of businesses. At the same time, the impact of
the amendments adopted in the Fiscal Code of Romania, starting from January
2016, regarding the classification of consulting expenses made by enterprises,
from the perspective of the objectives established at the time of the adoption of
the legislative amendments, is evaluated.

The paper is organized starting from the analysis of the opinions expressed
in the national doctrine on this subject (section 2), continues with the analysis of
the qualification of the deductibility of consultancy expenses at the legislative
level (section 3), but also jurisprudentially (section 4), and ends with
highlighting the conclusions drawn from the research carried out (section 5), in
the context of formulating some limits of the investigation carried out and some
future directions of analysis.
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2. STATE OF ART ON DEDUCTIBLE EXPENSES QUALIFICATION

BY DOMESTIC LITERATURE

In the doctrine it is noted that tax systems allow a taxpayer to a certain
extent to analyze the normative spectrum, most of the time by using a tax
consultant, for different solutions to implement his economic and, implicitly, tax
policy (Tanzi and Zee, 2001). Implicitly, when calculating the fiscal result, fiscal
optimization aims to include the expenses made as widely as possible within the
scope of deductible expenses, although not every expense highlighted in the
taxpayer's accounting is implicitly also tax deductible (Burns and Krever, 1998;
Costas, 2021). At the same time, the digital economy is associated with major
challenges for the international tax system and traditional tax laws are governing
new ways of conducting business (Saguna and Tofan, 2010) and current
international tax law and its underlying principles “may not have kept pace with
changes in global business practices” (Olbert and Spengel, 2017). Taxpayers use
various methods and mechanisms to justify the deductibility of consulting
expenses, a subject that is even more important in the case of related parties
(OECD, 2014).

To reduce the tax burden (Costas, 2019), the taxpayer is free to use all the
levers deriving from the freedom of management:

- the right to reduce the tax burden, the taxpayer avoiding creating taxable
matter; this means that each taxpayer benefits from the freedom to
choose between making or not making a profit;

- the right to opt for the solution that generates the lowest tax, subject to
its legality;

- the right to be wrong. It is accepted that, in business, every entrepreneur
has the inalienable right to make mistakes, to get involved in inherent
businesses resulting in losses, negative economic results, etc.

The use of these mechanism is strongly criticized by the fiscal authorities,
strongly debated and motivated by the taxpayers and ultimately justified by the
courts, among which the opinion presented by the Court of Justice of European
union is mandatory for all European Union member countries and prevails in
any subsequent litigation (CJEU, 2019).

Implicitly, the doctrine in the field shows that a taxpayer can contract any
services that have a "connection" with the "purpose of the activities carried out",
but the analysis is so coarse that it serves no purpose (Tofan, 2019a). At the
same time, this margin of interpretation can also lead to new approaches from
the tax authorities, because, along with the change in the definition of the
general principle, the old provisions were also eliminated, including from the
law enforcement norms that contained examples and clarifications that both
control authorities and taxpayers used them in the analysis of management and
consulting expenses (Costas, 2020). Management and consulting expenses have
generated different interpretations and points of view for practitioners and
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representatives of tax authorities, both based on the provisions in force until
2016 and on the side of the new provisions, with no uniform opinions or case
solutions with interpretative value being outlined mandatory (Tofan, 2019b). At
the same time, however, the interest of some clarifications is justified by the
relatively frequent use of consulting services in the activities carried out in the
current context, the paper contributing to the enrichment of the literature in the
field.

3. MEANS TO ESTABLISH DEDUCTIBLE TREATMENT FOR

CONSULTANCY EXPENSES FOOTNOTES

After the year 2016, the expenses for consulting services are not qualified
as non-deductible, nor are they found with explicit provisions in the
methodological rules for the application of the Fiscal Code (Lazar, 2016). The
only principle that must be respected is aimed at carrying out the economic
activity, according to art. 25 para. (1) from Law no. 227 regarding the Fiscal
Code and are based on supporting documents, according to Law no. 82/1991.

As mentioned before, the internal regulations regarding the principle of
qualifying deductible expenses have undergone important changes, starting on
January 1, 2016. In addition to the modification of the general principle of
deductibility of expenses, two articles widely used in the practice of tax
authorities have been removed, respectively art. 21 para. (4) lit. f) C. fiscal.
regarding the supporting documents, drawn up in accordance with the formal
accounting regulations, and art. 21 para. (4) lit. m), which, indirectly, also
constituted the legal basis of the supporting rules for the deductibility of
management, consulting, and service expenses, such as existence of the written
contract, proof of execution, necessity of the purchased service, etc. (Bufan,
2016).

From a tax point of view, expenses can be deductible, partially deductible,
or non-deductible (Tofan, 2016). The regulations of the Fiscal Code are
corroborated with the provisions of the Fiscal Procedure Code, which provides,
in art. 73, that the burden of proof to prove the fiscal situation rests with the
taxpayer. Since, from an accounting point of view, the records are operated only
based on supporting documents, a regulation that was not changed
simultaneously with the changes included in the Fiscal Code, in 2016, the list of
previously used documents, from an accounting point of view, remains valid.

This list includes supporting contracts for registered expenses, statements of
works for service contracts, receipt minutes for joint venture contracts, work
reports, feasibility studies, market studies or any other appropriate materials.
Even if the tax legislation does not expressly provide for them, these documents
should exist to justify the accounting records and, being at the disposal of the
taxpayer who bears the burden of proof for establishing the tax situation, they
will implicitly be used to prove the deductibility of expenses, including for the
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qualification of services of consultancy generating expenses recorded in the
company's accounting (Bufan, 2018).

According to art. 25 Fiscal Code, the difference between deductible and
non-deductible expenses depends, first, on the objective pursued at the time of
their realization. The rule included in the regulatory text provides that "expenses
incurred for the purpose of carrying out the economic activity are considered
deductible expenses". As a result of the specialization of the legal capacity for
legal entities, the purpose of the economic activity carried out must be in
accordance with the business object of the enterprise. A deductible expense for a
company is not necessarily tax deductible for another legal entity, which has a
completely different object of activity. According to the relevant literature in this
field (Gurau, 2017), other categories of deductible expenses expressly mentioned
in art. 25 Fiscal Code, which can justify, even indirectly, deductible expenses
with consulting services, include:

- expenses incurred for safety and health at work, according to the law;

- the expenses incurred in order to comply with the compensation
obligations provided for by the Government Emergency Ordinance no.
189/2002 regarding compensatory operations related to procurement
contracts for defense needs, public order and national security, approved
with amendments and additions by Law no. 354/2003, with subsequent
amendments and additions;

- expenses incurred by  economic operators  with  the
evaluation/reevaluation of tangible fixed assets that belong to the public
domain of the state or administrative-territorial units, received under
administration/concession, as the case may be, expenses incurred at the
request of the head of the institution holding the property right;

- the expenses incurred by economic operators with the registration in the
land registers or real estate advertising registers, as the case may be, of
the property rights of the state or administrative-territorial units over
public goods received under administration/concession, as the case may
be, expenses incurred at the request of the head of the institution owner
of the property right;

- expenses incurred for the organization and development of professional
and technical education, dual pre-university and university education,
according to the legal regulations in the field of national education;

- advertising and publicity expenses incurred in order to popularize the
company, products or services, as well as the costs associated with the
production of the necessary materials for broadcasting advertising
messages;

- transport and accommodation expenses in the country and abroad and
for other natural persons, provided that the respective expenses are
incurred in connection with works performed or services provided by
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them, for the purpose of carrying out the economic activity of the
taxpayer;

- expenses for marketing, market research, promotion on existing or new
markets, participation in fairs and exhibitions, business missions, editing
of own informative materials;

- the expenses incurred with the editing of publications that are recorded
as returns during the taxable profit calculation period based on the
supporting documents and within the limits of the quotas provided in the
distribution contracts;

- expenses representing penalty interest, penalties and damages,
established within the contracts concluded, in the course of the economic
activity, with resident/non-resident persons, according to their
registration.

Tax authorities will focus on scrutinizing (large) payments for consultancy
by their taxpayers, but have in general little information (without a specific
query) on the nature of the consultant’s facilities on the premises of the client. In
practice therefore, their attention is mostly drawn by cases where the presence of
the consultant is obvious and important (Bruggen, 2010).

Regarding the partial deductibility of some expenses, the regime of
regulations in the Fiscal Code is of strict interpretation and does not include
direct references to expenses for consulting services, a hypothesis in which we
consider that such a qualification does not need to be analysed (European
Commission, 2014).

In relation to those consulting expenses that could be qualified as non-
deductible, the Fiscal Code includes only one reference regarding consulting
expenses, respectively art. 25 para. (4) lit. f), which refers to management,
consulting, assistance, or other services of this nature, provided by a person
located in a state with which Romania has not concluded a legal instrument,
based on which an exchange of information can be carried out, and which are
carried out because of transactions qualified as artificial. This regulation has a
very narrow scope, limited only to artificial transactions.

We observe that in the current version of the regulations, the explanations
previously included in the methodological rules for the application of the Fiscal
Code regarding the conditions for qualifying consulting expenses as deductible
expenses are missing.

These provisions established in point 48 that to deduct expenses for
management services, consultancy, assistance or other services, the following
conditions must be met cumulatively, as presented in Table 1.
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Table 1. Conditions to determine deductible treatment for consultancy expenses

The imperative condition Means of justification
the taxpayer must prove the | the justification of the actual
necessity of making the expenses | provision of services is carried out
through the specifics of the | through:

activities carried out - work reports,

the services must be provided, - reception minutes

executed on the basis of a contract - work reports,

concluded between the parties or on | - feasibility studies,

the basis of any contractual form | - market studies

provided by law; - any other appropriate materials;

Source: author analysis

Methodological Norms for Romanian taxation expressly established that:
"For management services, consultancy and technical assistance provided by
non-residents affiliated with the taxpayer, when analysing the transactions to
determine the deductibility of expenses, the principles in the commentary to
Article 9 regarding taxation of associated enterprises in the OECD Model
Convention on taxes on income and taxes on capital (OECD, 2017). The
analysis must consider:

(1) the parties involved;

(i1) the nature of the services provided;

(iii) the elements for the recognition of expenses and income based on

supporting documents certifying the provision of these services."

Noting the strict and objective nature of the elements considered in these
previously regulated conditions and considering the time span of more than 10
years in which they have been constantly used, some pertinent comments can be
deduced for their use, if only as a tool of analysis still used to establish the
objectively deductible character of consulting expenses. As in the previous
regulation, the evidence that a taxpayer must present to justify the deductibility
of consulting expenses is very diverse, depending on the type of economic
activity that it carries out. Evaluation reports, activity sheets, conclusions of the
analyses carried out, feasibility studies, work reports, work reports, feasibility
studies, market studies or any other materials and possibly a reception report etc.
are included. In relation to the price of consultancy services, the provisions of
the current regulation on transfer pricing apply, in accordance with OECD
recommendations.

It is easier to identify and administer the relevant evidence to support the
deductibility of consulting services, assuming that those services were provided
under contracts that include performance obligations (for example, carrying out
a feasibility study).
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As it was shown in the doctrine, the reality of the provision of the service
must not be doubled by the justification or verification of the necessity by the
fiscal body, because it would represent a violation of the principle of freedom of
management of the economic agent (Bruggen, 2010). Businesses often choose to
outsource services that were previously performed in-house. Just as the labor
legislation considers the dismissals of these categories of personnel to be
justified, implicitly, the fiscal legislation should allow, in these situations, the
contracting of the respective services through external parties, including in the
case of providing them as consulting services (ILO, 2016). Similarly, when,
within affiliated groups of legal entities, certain services are provided in their
entirety, the deductibility of expenses with consulting services by the parent
company or by other companies in the group of companies that has the object of
activity the respective activity performed.

The amount of these expenses, which must be supported by arguments
specific to transfer prices, remains under discussion, as I stated above. Some
services are considered ab initio as producing minor benefits for the affiliated
company (or, in the language of the OECD Guidelines, low-value adding intra-
group services), given the fact that they do not represent its field of activity
(OECD, 2014). The nature of the services therefore becomes important to the
benefit test. However, we appreciate that the nature of the services must remain
a subsidiary criterion to the organizational structure, for example, since, even in
the situation where their provision does not require the use of valuable intangible
assets, they may still be indispensable to the functioning of the affiliates.

At the level of cross-border economic activities, for reasons of economic
optimization, the groups end up sharing certain expenses within themselves, for
example, for legal, fiscal or accounting consultancy services, management, IT,
advertising and others. Such services, although in principle considered provided
for the benefit of the group, may be deductible including at the level of affiliated
companies, if they can prove the existence of a benefit of their own. The
guidelines drawn up by the OECD and refer, in this case, to the notion of a
"benefit test".

From a practical point of view, any analysis of this type has as its starting
point the establishment of the effectiveness of service provision. In other words,
we cannot talk about the existence of benefits, of commercial/economic
improvements at the level of the affiliated enterprise, if the services are not
actually provided. In the same sense, the Romanian legislator also regulates,
which, in the Methodological Norms for the application of the Fiscal Code,
expressly provides that "the mere existence of services within a group is not
sufficient, because, as a general rule, independent persons only pay for the
services that were provided in fact". There are several ways to prove the actual
provision of services. An indication is the organizational structure of the
affiliated company itself. Thus, it must be checked whether the affiliated entities,
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intended to benefit from the services, have specialized compartments for the
type of service. At the micro level, the situation of the lack of specialized
personnel is the same. In addition, the actual provision of services must be
supported by supporting documents such as lato senmsu service contracts,
invoices, activity reports, etc., of great importance in performing the test.

The benefits test is used to determine the remuneration of intra-group
services in accordance with the market value principle. The taxpayer, as well as
the competent tax authorities, must consider whether the independent persons
would have contracted the respective services under the same conditions
established by the affiliated persons, considering the rates used on the
comparable market. To derogate from the rule of the most appropriate method,
the Romanian legislator, in the Methodological Norms for the application of the
Fiscal Code, establishes, as a method to be used in establishing the transfer price
for intra-group services, in the absence of comparable tariffs, the cost-plus
method (Tofan, 2016). Even if the deductibility of VAT and the deductibility of
expenses for the provision of services are not confused, there are VAT
regulations that provide support regarding the documents useful for justifying
the deductibility of expenses with consulting services (Costas, 2021).

Of course, the first supporting documents for such services are the invoice
and the contract for the provision of that service. In the case of services that
determine successive settlements or payments, such as construction-installation
services, consulting, research, expertise and other similar services, such
supporting documents are considered work situations, work reports, other similar
documents based on which they are established the services performed or
depending on the contractual provisions, on the date of their acceptance by the
beneficiaries.

In the case of service contracts, in which the client has undertaken to pay
lump sums as remuneration agreed between the parties, regardless of the volume
and nature of the services provided in the period to which this remuneration
refers, the services must be considered performed in the period to which the
payment relates, regardless of whether the provider has provided services to its
customer during this period. In the case of such contracts, the object of the
provision of services is not the provision of well-defined services, but the fact of
being available to the client to offer him the contracted services, the provision of
services being performed by the provider by the very fact of being available to
the client in the period established in the contract, regardless of the volume and
nature of the services actually provided in the period to which this remuneration
refers.
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4. JURISPRUDENTIAL LANDMARKS I N CASES REGARDING THE

DEDUCTIBILITY OF CONSULTING EXPENSES

Regarding the modus operandi, used by the fiscal bodies for issuing tax
decisions for the period 2006-2008, the analysed national jurisprudence
(Romanian High Court of Cassation and Justice, 2022) holds that the taxpayer's
registration of tax deductible expenses registered in analytical account "Royalty
expenses-logo use", was justified by accounting documents (invoices issued by a
company in France, as an explanation for the services provided, with the
payment of royalty services for the use of the name and the logo, respectively
the logo and the insignia of the parent company). The fiscal inspection bodies
found that the use of the name was a fact imposed by the will of the sole
associate since its foundation, according to the company's articles of association.
Moreover, it is noted that in the contract concluded between the parties
regarding the use of the name and the logo, the French company ceded both the
right to use the name and the logo on the documents drawn up, as well as the
necessary assistance in order to protect the name, and the bodies of tax
inspection found that the amounts paid by the company in Romania for the use
of the logo were treated as non-deductible for tax purposes when calculating the
profit tax for a period of three years, according to the tax record register, and
subsequently their tax treatment was changed, in the sense of deducting these
expenses. The company in question did not present arguments, not justifying that
these expenses were necessary and related to income and, based on the existing
affiliation relationship between the two companies, the tax inspection bodies
established the non-deductibility of these expenses and calculated the company's
tax on additional profit.

In relation to the allocation of consultancy expenses, the tax authorities
have assessed that the appellant company did not present supporting documents
for the expenses incurred, namely work statements, reception minutes, work
reports, feasibility studies, market studies or any other materials corresponding,
certifying that the services were actually provided. The lack of these documents,
as well as the lack of details related to the invoiced amounts and their connection
with the achievement of the company's benefits, determines the inclusion of the
expenses in the category of non-deductible expenses for tax purposes. Different
tax treatment of the expenses applied by the taxpayer itself has been interpreted
as an implicit recognition of the fact that these expenses are not deductible.
Moreover, since the contract for the provision of consulting services does not
explicitly include the detailing of the services offered, but only their generic
designation and the obligation to be paid in proportion to the share of the
company's sales in Romania, within the group to the nominated client, the fiscal
inspection bodies found that the company did not present sufficient documents
for the necessary nature of the expenses incurred. The lack of details related to
the establishment of the invoiced amounts and their connection with the

391



CHALLENGES OF POST-PANDEMIC RECOVERY

company's income, the expenses for the provision of consulting services for
research and development are non-deductible expenses. Therefore, these
amounts were treated as non-deductible when calculating the profit tax.

A special hypothesis is the provision of administration and management
services (consulting, management) by a holding company. Such services have a
certain specificity and are circumscribed, by way of example, to the following
activities: stock exchange listing of the parent company, audit services at the
level of the parent company and, in general, ancillary services to corporate
governance. To the extent that such services are provided by a company
precisely by virtue of its quality and its associate interest, they cannot be
considered services that benefit the group, which is why they cannot justify an
expense at the level of the affiliated company, but only an expense at the level of
the holding company.

The High Court of Cassation and Justice established that, to be deductible
when calculating the taxable profit, expenses for management services,
consultancy, assistance, or other services must be based on a contract concluded
between the parties, be actually provided and be necessary for their beneficiary
in relation to the specifics of the activities carried out. In Decision no. 740 of
February 22, 2018 (Romanian High Court of Cassation and Justice, 2018), the
administrative and fiscal litigation section of the High Court of Cassation and
Justice noted the general nature of the documents submitted to justify
deductibility (consultancy contract regarding access to European structural and
cohesion funds, accompanied by annexes, orders and of the related invoices, as
well as the reception minutes), which, although they refer to the general object
of the contract, do not reveal, in concrete terms, what these services consisted of,
given that the procedure for accessing the structural funds has a complex
character, and without presenting possible work reports related to the time
allocated to each service, given that the invoices were issued for hours worked,
and the orders related to the contract have in mind different activities, such as
project preparation/development, documentation in order to realize the project,
establishing partnerships, developing projects and elaboration project-
completion".

In the solution handed down on March 17, 2021 (Romanian High Court of
Cassation and Justice, 2021), the court considered the complexity of the
transactions within the group, concluding that, without the support services, the
company would not have been able to carry out its operational activity under the
same conditions, and their contracting is an expression of the principle of
freedom of management, a principle guaranteed by the Constitution. This
explicit mention of the principle of freedom of management should, in our
opinion, contribute to changing the approach of the tax inspection bodies
regarding the deductibility of consulting services, and affiliation relationships
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between companies should no longer be seen as the beginning of evidence for
incurring liability tax of the taxpayer.

At the level of the relevant jurisprudence of the CJEU, we mention the
interpretation given by the decision of the Court of Justice of the European
Union, in case C-463/14, Asparuhovo Lake Investment Company OOD (CJEU,
2015). The court held that, including in the case of consulting, legal, accounting,
expertise, maintenance, service, as well as in the case of other similar services,
for which no work reports or other situations are drawn up on the basis of which
the provider certifies services provided, but contracts are concluded between the
companies involved, it is important to establish the correct tax treatment if the
beneficiary actually used or how often he used the services of the provider.

5. CONCLUSIONS

In relation to the deductibility of expenses for consulting services, in the
current regulation it is essential for the taxpayer to be able to prove with
supporting documents the reality of the amounts used and the necessity of the
contracted services.

In the application of the principle ubi eadem ratio eadem solutio esse debet,
the same elements must be proven if the value of the consulting services is
shared between affiliated companies. It is essential not only to have the contract
justifying intra-group relations, but to prove that those expenses are allocated to
the tax resident taxpayer in Romania, based on objectively identified criteria and
in compliance with the transfer pricing provisions. We can conclude that, in the
case of intra-group advertising services, the benefit test is doubled by a
proportionality test, which exactly reflects the sharing of common expenses
between related persons.

Justifiably, the practitioners in the field of tax law, but also the
representatives of the concerned business entrepreneurs, considered the
amendment of the regulations of the Fiscal Code regarding the deductibility of
the expenses of consulting services as causing effects in favour of taxpayers, by
increasing the degree of flexibility of the administered evidence and including
all possible scenarios subject to the regulations in force.

In our opinion, the expansion of the scope of the principle of deductibility
does not automatically imply the expansion of the scope of deductible expenses
regarding consulting services, and practice reveals that the prudence with which
some taxpayers act, using the same type of documents previously imposed by
the rules in force, has the purpose of to limit the differences in the interpretation
of concrete situations by the tax authorities in relation to the qualification of
those expenses, in the opinion of the controlled taxpayer.
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