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ABSTRACT

The present work is a study that intends to address the relationship between tax
compliance andthe distributed ledgertechnology “Blockchain”, without exhausting the
theme. The problem faced is to clarify and demonstrate the potentials of using this
technology in order to make corporate tax compliance feasible. The potential forecasts
are as relevant as the possibilities of use for the purpose of inspecting tax collection by
public entities, possibilities that will also be addressed. This work has the general ob-
jective of presenting the potentials of using “Blockchain” technology in tax compliance,
as well as its disruptive potential and its applicability in real cases and problems. The
specific objective is to present to the scholar or professional in the tax area how much
this technology can impact and transform the routine in the coming years. The method
adopted was the inductive one, made operational by research in bibliographic and jur-
isprudential sources from physical or digital media. The justification for the research is
presented precisely in the great revolutionary potential of the “Blockchain” technology
forthe activity of tax Compliance. The hypothesis that guided the research was that
the “Blockchain” technology could, in fact, be applied efficiently and with disruptive po-
tential in the tax Compliance sector. The study concluded by the validity of the hypoth-
esis, being that some ofits main conclusions were obtained from the in-depth anal-
ysis of basic concepts related to the analyzed technology, as well as presented fiscal
problemsthatcouldinfactbenefitfromthe use ofthistechnology, and, still, concrete
cases in which it has already been applied in Brazil. This study also presents potential
applications ofthistechnologyto the area of tax compliance based onresearch and
publications produced by the largest accounting and tax auditing firmsin the world,
which reinforces the validity of the hypothesis. The topic addressed is extremely cur-
rent, since one is just beginning to see these possibilities in concrete, and also due to
the recent launches of systems in Blockchain by the Brazilian tax inspection.
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RESUMO

O presente trabalho se traduz em um estudo que pretende abordar a relagdo entre o Compliance
tributario e a tecnologia de livro-razdo distribuido “Blockchain”, sem esgotar a tematica. O problema
enfrentado é o de esclarecer e demonstrar os potenciais de uso desta tecnologia para o fim de
viabilizar-se a conformidade fiscal empresarial. Os potenciais antevistos sdo tao relevantes quanto as
possibilidades de uso para fins de fiscalizagao da arrecadacao tributaria por parte dos entes publicos,
possibilidades es- tas que também serdo abordadas. Este trabalho tem o objetivo geral de apresentar
0s potenciais de uso da tecnologia “Blockchain” no Compliance tributario, bem como seu potencial
disruptivo e suaaplicabilidade em problemas e casos reais. O objetivo espe- cifico é o de apresentar ao
estudioso ou profissional da &rea fiscal e tributaria 0 quanto esta tecnologia poderd impactar e
transformar a sua rotina dos préximos anos. O mét- odo adotado foi o indutivo, operacionalizado pela
pesquisa em fontes bibliograficas e jurisprudenciais provenientes de meios fisicos ou digitais. A
justificativa para a pesquisa se apresenta justamente no grande potencial revolucionario da tecnologia
“Blockchain” para a atividade do Compliance tributario. A hipétese que norteou a pesquisa foi a de
gue atecnologia “Blockchain” poderia ser, de fato, aplicavel com eficiéncia e com potencial disruptivo
no setor do Compliance tributario. O estudo concluiu pela validade da hip6tese, sendo que algumas de
suas principais conclusbes foram obtidas a partir da andlise aprofundada de conceitos bésicos
relacionados a tecnologia analisada, bem como também apresentou problematicas fiscais que
poderiam de fato se beneficiar do uso desta tecnologia, e, ainda, casos concretos nos quais amesmaja
vem sendo apli- cada no Brasil. Este estudo também apresenta potenciais aplicaces desta tecnologia
para a area do Compliance tributario a partir de pesquisas e publica¢des produzidas pelas maiores
firmas de auditoria contabil e fiscal do mundo, o que refor¢a a validade dahipétese. Otemaabordado
€ extremamente atual, uma vez que se esti apenas comecando a ver tais possibilidades de
maneira concreta, e também em razao dos recentes langamentos de sistemas em Blockchain pela
fiscalizacdotributariadoBrasil.

PALAVRAS-CHAVE
Blockchain; Livro razéo distribuido; Compliance tributario; Fiscalizagdo tributéaria.

1) BLOCKCHAIN TECHNOLOGY - GENERALITIES AND CONCEPTS:

Essential to understanding the potential of Blockchain technology in the tax
area is to understand what this technology actually consists of. In simple terms, Block-
chainis a networked system made up of securely chained blocks that always carry
contentinthem that have a similar nature to a “fingerprint” (called inthe language of
the coding as “hash”). In the case of the Bitcoin cryptocurrency, for example, the most
famous application of Blockchaintechnology, this contentis afinancial transaction. The
great genius here lies in the fact that the subsequent block of the chain will always
contain the “fingerprint” of the previous block, added to their own content, and with
thesetwo pieces ofinformation willgenerate its own “fingerprint”, following so forth,
successively, in a kind of “chain”. That’s Blockchain!??*

2240 que é blockchain: indo além do Bitcoin. Available in: <https://tecnoblog.net/227293/como-funcio-
na-blockchain-bitcoin>. Access in: 09 oct. 2020.
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\s Blockchaintechnology creates asafe, robustandtransparentledger. Itisacryp-

Az tography-based protocol whose application technique is profoundly revolutionary. Con-

ceived and launched in conjunction with its Bitcoin application in 2008, the technology
does notdepend on mutual trust between its users to be effective. Thus, itdoes not
require an intermediary to the verification of transactions made within the system and
brings the same reliability. Blockchain, for these reasons, has the potential to replace
trusted intermediaries by placing powerful network consensus mechanisms in place,
with incentives for interconnected machines to verify the authenticity oftransactions
carried out on the content base (this incentive may vary depending on the application
technology).?®

In a paper entitled “Blockchain (Distributed Ledger Technology) solves VAT fraud”
published by Boston University, the researchers made the following reflection: imagine
adatatransfer between userslocatedin Poland and Russian users, investigating anin-
ternational fraud. Could it be assumed that both sides would have unwavering mutual
trust? Would they be willing to give access to the other country on their tax databases,
protected by fiscal secrecy, of their own taxpaying citizens? If access was given, would
it be possible to be absolutely sure about the reliability of the data? However, with Val-
ue Added taxation, forexample, recordedina“sharedledger”, Russia could participate
in the registrations as easily as any country in the jurisdiction of the European Union.
Trade between countries would be treated in the same way as trade between member
countries of the European Union. If consensus were reached on the validity of a block
of transactions, the information contained therein would be fully reliable. Blockchain
technology extinguishes the need for a centralized repository ofinformation, asitis
totally stripped of any basis related to trust between the components of the network.
In short, Blockchain allows individuals without any special trust relationship to work
together without having to go through the scrutiny of a “neutral” central authority. In
simple terms: it is a “machine for generating confidence??°.

An example of its application would be to sign a lease for a property by in-
tegrating a smart contract (“smart contract”) in Blockchain with a smart lock. “Inthe
blockchain world, Airbnb was born dead, because it needs an intermediary.” These were
the words of Ronan Damascus, who is Microsoft’s chief technology officer. With this
new technology, itis enough for the person to unlock the lock, which automatically part
oftheamountrelatedtothe rentcanbeimmediatelytransferredtothe accountofthe
property owner!??’

It is also worth noting that the storage of the information contained in the
blocks components of the “current” serves both to confirm the transactions recorded
there as well for the ratification of all the information contained in all the blocks pre-
viously generated - all from the “fingerprint” quoted at the beginning of this topic. In
blockno. 100, forexample, the confirmation (“hash”) of block no. 99 will be inserted, and
inthis, thatofblockno.98,and soon, untilblockno. 0 (block-genesis)isreached.??®

225 AINSWORTH, Richard T. SHACT, Andrew. Blockchain (Distributed Ledger Technology) solves VAT
fraud. Boston University School of Law. Law & Economics Working Paper No. 16-41. Availablein:
<https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2853428>. Access in: 09 oct. 2020.

226 AINSWORTH, Richard T. SHACT, Andrew. Blockchain (Distributed Ledger Technology) solves VAT
fraud. Op. Cit.

270 que € blockchain: indo além do Bitcoin. Available in: <https://tecnoblog.net/227293/como-funcio-
na-blockchain-bitcoin>. Access in: 09 oct. 2020.

28 ARAUJO, Guilherme Dourado Aragao Sa. Perspectivas do Direito Tributario na4*Revolugéo Industri-
al: Andlise econdmica da destruicéo criativada economia disruptiva. Available in: <https://portalrevis-
tas.uch.br/index.php/EALR/article/view/8363>. Access in: 09 oct. 2020.
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V4 Accordingto Ronaldo Lemos, one reason to be enthusiastic abouttechnologies
) based on the Blockchain protocol is that they are inexpensive, and therefore offer an
opportunity for real innovation, not only in the private sector, but also in the public
sector.?®

Due to its characteristics, the technologies that are becoming known by the
term “Distributed Ledger Technologies” (of which Blockchainis the greatestexponent),
have the potential, for example, to help governments collect taxes, distribute benefits
social security, register real estate deeds and basically guarantee the integrity of gov-
ernmentrecords and services, accordingtoareportby the UK’s Chief Scientific Adviser
(GCSA).=0

In conclusion of this topic, see two analogies that portray well what Blockchain
technology is: itis like a big ledger (where all the accounting movements of acompany
areregistered)thatis shared by allthose who participate inthe system, andin which
all transactions are recorded irreversibly. It is the immutable and organized record in
chronological order of all compiled and validated transactions that occurred on the
network. Itis generally public, unique and shared in a synchronized way by the partic-
ipants. Inasecond analogy, inthe words of Michael Merz, it can be said that a block-
chain network is like a “coral reef in which only the last millimeters represent active
biomass, the rest is just a dead image from the past, accessed only on rare occasions
to check historical data™?!

This perceptionis already becoming common. Atthe 2017 World Economic Fo-
rum, more than 800 executives and technology experts were asked whenthey believed
that a particular “turning point” would happen: when would a government be seen
to collect taxes with Blockchain? The date that seemed most correct for the average
would be inthe year2023. However, 73% of the interviewees stated that this would
only happenin 2025. Allthese expectations were out of date, since the world saw China
launch a system for this purpose in 2018!

2) TAXCHALLENGES THAT DEMONSTRATE SOME POSSIBILITIES OF BLOCK-

CHAIN TECHNOLOGY
2.1 Difficulties in tax classification of goods

One ofthe biggest difficulties in the world’s tax system is the correct classifi-
cation of the goods with which business operations are carried out. The complexity is
so great that some have even defined this science as “merceology”. The correct clas-
sification of the tax classification guarantees the correct tax burden for the assetin
guestion, and as a consequence, any error that occurs in it will result in overpayment
or underpayment of any consequenttax.?*

29Tendéncias parasistemas microgrids em cidadesinteligentes: umavisdo sobre a blockchain. Avail-
able in: <http://www.sbpo2017.iltc.br/pdf/169695.pdf>. Access in: 09 oct. 2020.

20 STANLEY-SMITH, Joe. Blockchain and tax: What businesses need to know. International Tax Review.
9/12/2016, p33-33. 1p. Available in: <http://www.internationaltaxreview.com/Article/3573467/Blockchain-
and-tax-What-businesses-need-to-know.html>. Access in: 09 oct. 2020.

Z1Tendéncias parasistemas microgrids em cidades inteligentes: umaviséo sobre a blockchain.
Available in: <http://www.sbpo2017.iltc.br/pdf/169695.pdf>. Accessin: 09 oct. 2020.

22 AcomplexaciénciadaClassificacdo FiscaldeMercadorias eo classicoexemplodo parafuso.
Available in: <http://www.fiscosoft.com.br/main_online_frame.php?page=/index.
php?PID=221745&8key=4508828>. Access in: 10 jan. 2021.


http://www.sbpo2017.iltc.br/pdf/169695.pdf
http://www.internationaltaxreview.com/Article/3573467/Blockchain-
http://www.sbpo2017.iltc.br/pdf/169695.pdf

\/ The screw example is widely used to demonstrate the complexity of the tax
classification system. See it in the words of Fabio Rodrigues de Oliveira®s;

Using some search engine at TIP1 or TEC with the word
“screw”, we will have 9 codes that mention this term as
return. Ofthese, the code 7318.14.00 is cited as an exam-
ple, whose description is “Perforating screws”. Could we
justusethatcode? Whatifwe chose the code 7318.12.00,
which has the position “Other wood screws”?
Bearingin mindthatour screwis not perforating and will
notbe used onwood, itdoes notseemthatthese classi-
fications are the most appropriate. Therefore, we need to
know a little more about our product, and in this sense,
we will verify thatitis a screw to be used in aircraft. We
could then use a more generic code, 3926.90.90, whose
description is “Bolts and nuts”.

But if this screw will be used in aircraft, wouldn'’t it be
the case to analyze chapter 88, which deals with aircratt,
space devices andtheir parts? After all, won’tthe screw
be a part of the aircraft? In this chapter we will not find
the screw specifically, but we have the code 8803.30.00,
the description of which is “Other parts of airplanes or
helicopters”.

Apparently, nothing would prohibit using this classifica-
tion, however, analyzing NESH, we will find that this chap-
ter comprises the parts and accessories recognizable as
exclusively or mainly intended for the vehicles it encom-
passes. This is not the case with our screw, which also
serves other purposes.

Perhaps it is better to return then to the screw of code
3926.90.90, which is more generic. However, we would
be wrong, as this product is not composed of the same
material as our screw, which is made of aluminum. Thus,
in view of its composition, we will verify that aluminum
and its works are listed in chapter 76 and our screw, more
precisely, in code 7616.10.00, which covers “tacks, nails,
scapulas, screws, pins or threaded bolts, nuts, threaded
hooks, rivets, keys, dowels, cotter pin washers and similar
devices”.

(translated from the original Portuguese)

Here is a situation in which a system built on a network using Blockchain tech-
nology, inatransparentreliable way, with synchronized content between all the ac-
tors involved in international trade, would be able to bring enormous benefits. Such a
system would allow traders, for example, to keep their businesses constantly updated
withthe taxand commercial rulesissued by the competententities withoutthe great
compliance costs that such care demands today, and with almost absolute precision!

233 complexaciénciadaClassificacdo FiscaldeMercadoriaseoclassicoexemplodoparafuso.
Available in: <http://www.fiscosoft.com.br/main_online_frame.php?page=/index.
php?PID=221745&key=4508828>. Access in: 10 jan. 2021.



-+I"=in Blockchain network once, linking ittoits proper numbering, and no part of the pro-

duction chain could apply to it a different rating for absolute technical impossibility,
thus zeroing the error count in tax classifications, among countless other benefits that
would not be possible to exhaust within the limits proposed to this text.

2.2 Difficulties in combating tax evasion

Tax evasionis asocial reality in Brazil, and it has been so for decades. Surveys
showthattax evasion generateslosses to public coffersthatresultin avalue seven
times greater than the estimated loss from corruption. Among the most evaded taxes
in Brazil is the so called “ICMS” (a kind of VAT tax), and the discussions around this tax
tend to be of very slow evolution due to its tax competence having been granted to
the States by the 1988 Constitution of the Federative Republic of Brazil. Professor Lena
Lavinas, from the Federal University of Rio de Janeiro, summarizes the structure of the
Brazilian tax system:

[...]itis atragedy, regressive, stung, taxes do notgo to
the handsthatshould go. Why can’twe rethink VAT, the
ICMS? Because they are from the states. Taxes and mea-
sures that could favor progressivity are not possible, due
to our federative nature.®*

(translated from the original Portuguese)

By registering in a safe, immutable, transparent and detailed manner all the
circulation of goods that occurred in the national territory, a Blockchain system would
make tax evasion impossible, at least with regard to the loopholes left today by the de-
ficient stock control system, for example. Sales without invoices would be easily iden-
tified, since the goods sold could be tracked even at the individual level. On the other
hand, with the use of smart contracts and payment systems built on Blockchain, when
the seller makes a sale via Invoice and receives the payment related to such product,
the State will automatically receive the share of values referring to the taxation of
circulation without the money ever being under the control of the merchant company.
Thus, this type of fiscal default would tend to zero.®

3) POTENTIAL USES OF BLOCKCHAIN IN THE PUBLIC SECTOR AND IN TAX

COMPLIANCE
As already stated above, Blockchain is a substitute for traditional archiving and
control reports and also a facilitator for data matching work.¢
Withregardspecifically tothe benefits of Blockchainforaccounting, Compliance
and auditing activities, one can list, for example®’:

234 Sonegacdo deimpostos é sete vezes maior que acorrupcao. Available in: <https://www.cartacap-
ital.com.br/economia/sonegacao-de-impostos-e-sete-vezes-maior-que-a-corrupcao-9109.html>. Access
in: 05 jul. 2018.

#5Tecnologia blockchain pode mudar a forma como pagamos tributos. Available in: <https://www.
conjur.com.br/2018-abr-16/maria-ticiana-araujo-blockchain-mudar-forma-pagar-tributos.>. Access in: 10
jan. 2021.

26 Blockchain and the future of accountancy. Available in: <https://www.icaew.com/en/technical/tech-
nology/blockchain/blockchain-articles/blockchain-and-the-accounting-perspective>. Access in: 10 jan.
2021.

%7 Blockchain, contabilidade e auditoria: 0 que os contadores precisam saber? Available in: <https:/
www.thomsonreuters.com.br/pt/corporacoes/blog/blockchain-contabilidade-e-auditoria-o-que-0s-con-
tadores-precisam-saber.html>. Access in: 09 oct. 2020.


http://www/
http://www.icaew.com/en/technical/tech-
http://www.thomsonreuters.com.br/pt/corporacoes/blog/blockchain-contabilidade-e-auditoria-o-que-os-con-

* The archiving of traceable audit evidence,;

* The facilitation of automated audit processes;

+ Secure authentication oftransactions;

* Real-time monitoring of asset ownership;

* Historical record and inventory system for any asset,
from raw materials to intellectual property.

(translated from the original Portuguese)

In simple terms, with regard to public agencies Blockchain could be used, ac-
cording to SERPRO report?*® (Brazilian company that offers technological solutions to
the Federal Revenue), for example, to:

* Develop digital voting platforms that would enable voting
intransit for all positions or even voting via a smartphone;
* Reduce bureaucracyin publicregistration services (birth
certificate, patent, vehicle registration, etc.) and in the
Brazilian notary system;

+ Provide transparency and traceability to bidding
processes;

* Automate the customs operation, giving more flexibility
to Brazilian ports;

+ Allow medical data such as medical records, prescrip-
tions, vaccination cards, among others, to be digitalized
and available tothe entire network, butwithaccess con-
trolled by the patient.

(translated from the original Portuguese)

In the work “Blockchain (Distributed Ledger Technology) solves VAT fraud” pub-
lished by Boston University, researchers even point out that the European Union (EU)
would be the first to adopt Blockchain technology for value added taxes, and this is
explained by several reasons. Blockchain can bring a substantialincrease in efficiency
forcharging VAT’s. It will reduce costs and at the same time build relationships of inter-
governmental trust. Even more important: Blockchain can resultinimmediate revenue
gains of around $ 50 to $ 60 billion euros per year in estimated losses due to fraud
linked to transactions between member states of the group (MTIC - Missing Trader In-
tra-community Fraud).?*

Itis also possible to locate institutional manifestations and impact studies of
Blockchaininthe tax area published by the four largest accounting and tax auditing
and consultingfirmsinthe world, the so-called “Big Four” (Deloitte?*°, PWC?*, KPMG?#
and EY#%),

29 AINSWORTH, Richard T. SHACT, Andrew. Blockchain (Distributed Ledger Technology) solves VAT
fraud.Boston University School of Law. Law & Economics Working PaperNo. 16-41. Availablein:
<https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2853428>. Access in: 10 jan. 2021.
20Deloitte Touche Tohmatsu Limited, alsoknown only as Deloitte, isheadquarteredin London, United
Kingdom.

241 PricewaterhouseCoopers, also called PwC, is one ofthe largest professional service providersinthe
world in the areas of auditing, consulting and other complementary services.

22K PMG was formedin 1987 with the merger of Peat Marwick International (PMI) and Klynveld Main
Goerdeler (KMG) and its individual member companies.

23 EY (formerly Ernst & Young) is one of the ten largest professional services companies in the world,
presentin 150 countries, in 728 offices, and with more than 231 thousand employees. The firm basesin
London.
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i.\; Deloitte, forexample, in material entitled “Blockchain and its potential in tax-
-4l= gg244 isted the following benefits for the application of this technology in transactions

_'IL'
involving Value Added Taxes (VAT'’s), among which the Brazilian ICMS can be included,
exposing that, among other benefits, it could be seen:

« The workload for complying with ancillary obligations
would be significantly reduced;

* Visualization of a company’s finances immediately;

* Greater precision in the calculation of taxes due and re-
duction of the amount to be refunded due to undue tax-
ation;

* The scope for fraud in value added taxes would be dras-
tically reduced, since the same system that would enable
the processing of the tax would also allow the transaction
to be checked inawide range of aspects, including with
regard to the parties involved, legal and commercial con-
text;

In PWC material entitled “How Blockchain technology could improve the tax
system”?*® the firm presents some more in-depth reflections related to the verification
of the Transfer Price. According to the company, Blockchain records transactions and
could be applied to “transactional” taxes, such as “VAT’s”, for example. With regard to
transfer pricing “, in turn, technology could immutably record the decision-making pro-
cess carried outwhen defining how the amounts would be distributed to the parties
involved in the negotiation.

4) SPECIFIC CASES OF BLOCKCHAIN APPLICATION INBRAZIL: “BCONNECT”

SYSTEMAND THE “CBDC’S”-CENTRAL BANK DIGITAL CURRENCIES

Specifically, for Brazil, SERPRO (previously mentioned) created the first Block-
chain platform aimed at the federal government, which is a cloud infrastructure for
instantiating Blockchain networks and nodes in these networks.?# According to the
company, the platform offers the government agility to create and expand Blockchain
networks to support numerous types of public services, reducing transaction costs and
providing extra security and privacy guarantees®’.

Itis also worth mentioning that in the current tax system in Brazil any sale of
goods must be informed in numerous components obligations of the so called “SPED”
system by the seller and also the buyer, while the transport of goods from one es-
tablishmentto the other hasto be informed in the bill oflading (CT-e), and the ICMS
currently levied (both debitand credit) mustbe stated inthe books and statements of
the State(s)involvedinthe operation. Inthisexample one canenvisagethatifthe tax
system were integrated in the form of intelligent contracts in Blockchain, the condition
(sale of goods) could be able, for example, to auto run the filling accessory obligations,

#5SCHOFIELD, Mark. How blockchaintechnology couldimprovethetax system. Available in: <https:/
info.pwc.se/hubfs/Tax_matters/Pdf-filer_Tax_matters/How-blockchain-could-improve-the-tax-system.
pdf?t=1520933878531>. Access in 10 jan. 2021.

2¢Blockchain traz economia e segurancga para servigos governamentais. Available in: <http://fwww.
serpro.gov.br/menu/noticias/noticias-2017/blockchain-traz-economia-e-seguranca-para-servicos-gover-
namentais>. Access in: 09 oct. 2020.

#7Serpro langa plataforma Blockchain. Available in: <http://www.serpro.gov.br/menu/noticias/noti-
cias-2017/serpro-lanca-plataforma-blockchain-2>. Access in: 09 oct. 2020.


http://www/
http://www.serpro.gov.br/menu/noticias/noti-

-l"!both the seller and the acquirer.?*® The gain in terms of facilitating the storage and
collection of Compliance tax and also the reduction of costs of assets and controlling
business management, for example, would be immense.

Salutary at thistime is to also mention the brand-new system “bConnect”, a
blockchain network developed also by the SERPRO to the IRS of Brazil, which beganto
beusedinOctober2020to connectthe customs of Brazil, Argentina, Paraguay and Uru-
guay. The platform guarantees the authenticity and security of customs data shared
between Mercosur countries.?* The networkin question begins by allowing the sharing
of information from Authorized Economic Operators (OAS’s), however there is already
aforecastforanincreaseinthe networktomeetthe sharing ofinformation from Cus-
toms Declarations.

Inthe words of Sergio Alencar, tax auditor of Brazil’'s Federal Revenue and one
ofthe projectmanagers on the integration of customs Mercosur, the system will fa-
cilitate the exchange of information and help overcome classic challenges of all Cus-
toms, reshaping the culture of information exchange that still happens today through
emails.?°

Therefore, inthe last quarter of 2020, we may have lived amoment thatwas
historic, with the start of the use of a system in blockchain developed by Brazil for
purposes of facilitating exchanges of information on foreign trade between countries
of Mercosur. Itis not difficult to foresee the immense potential of such atoolifitisin
factwidelyimplemented also to the Customs Declarations. Reflections for the purpose
of facilitating tax audit (interest of the States) as well as the activities of Compliance
Tax (interest of the taxpayers) would be significant.

Inacomplementary way to these tax audit systems using blockchain we can
alsoseerisinginitiatives in several countries regarding institutionalized cryptocurrency
emission. Glimpsedinaframe, the digital blockchainassetwould berecognized aslegal
currency and greatly facilitate the activities of the national central banks, as well as
they would bring major efficiency gains to them.

At the beginning of the year 2020, financial analysts already saw that govern-
ments and central banks were no longer managing to make their “quantitative easing”
measures-thatis, creating currencyinorderto stimulate the economy-reachthose
who need it. The theory (of providing liquidity to banks via quantitative easing, so that
they could lend to individuals and companies) has not proved to be effective, as a good
partofsuchvaluesendsupbeingretainedinthe banking systemitself,duetoanum-
berofreasons. This phenomenon, which started afterthe 2008 financial crisis, became
much more intense during the coronavirus pandemic in 2020.

Since then, several central banks are considering “transforming” their national
currencies into cryptocurrencies, with characteristics similar to the well-known “Bitcoin”.

The Central Bank of England (“Bank of England”) was one of the first to address
the issue, in a speech by its Presidentin August 2019, especially motivated by the
debates existing at the time about “Libra” (a private cryptocurrency project led by the

#8BICHARA, Luiz Gustavo A. S. MONTENEGRO, Rafaela Monteiro. Arelagéo entreblockchain e
obrigagcbesacessdrias osdesafiosdasimplificacdo tributariano brasil. Revista dos Tribunais, vol.
994/2018. Available in: <http://www.bicharalaw.com.br/uploads/biblioteca/ee73756a6e3f9f7438af-
ca7252d145cd.pdf>. Access in: 05 jul. 2018.

2 Aduanas do Mercosul ja estdo conectadas pelo blockchain. Available in: <https://www.serpro.
gov.br/menu/noticias/noticias-2020/aduanas-mercosul-conectadas-blockchain#:~:text=0%20bCon-
nect%2C%20rede%20blockchain%20desenvolvida,%2C%20Argentina%2C%20Paraguai%20e%20Uru-
guai.>. Access in 02 nov. 2020.

Z0hConnect entra em uso no inicio de 2020. Available in; <https://www.serpro.gov.br/menu/noticias/
noticias-2019/bconnect-uso-inicio-2020-blockchain-serpro>. Access in: 02 nov. 2020.
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ﬁ;’ompany Facebook??). Inits statement, the “Bank of England” recalled the importance

-I'% of regulatory standards being developed as soon as possible, to avoid having to be

builtafter any systemic change inthe sector arises.?? The International Monetary Fund
(IMF) hasalsobeenaddressingtheissue inanopenway, havingeven held conferences
on the subject.?**

The European Central Bank has gone even further, and has said that it is step-
ping up efforts to develop a digital euro®®,

Inorder notto become too extensive or repetitive, itis worth mentioning here
briefly the existence of pronunciations by the Central Bank of Sweden?¢, by the Central
Bank of China?” and the Federal Reserve?%®, fromthe USA, all of whom are already car-
rying out experiments and/or studying or implementing some form of cryptocurrency
tobeissued. Asimilar scenario can also be seenin Brazil, with Economy Minister Paulo
Guedes even speaking recently about it and stating that Brazil will also have a digital
currency, andthatthe projectis been studied by the Central Bank of Brazil since August
2020.2%

Theimplementation of a digital state currency via Blockchain, with absolute and
real-time tracking, would have disruptive impacts (to say the least) on the National Tax
System and on Tax Compliance activities, which will not be addressed in this opportu-
nity due to the necessary brevity of this text.

FINAL CONSIDERATIONS

Asseen, blockchaintechnology has aclear disruptive character and wide appli-
cation in several sectors, and should therefore be thoroughly studied in all its aspects.

Thiswork hadthe general objective of presenting the potentials for using “Block-
chain” technology in tax compliance, as well as its disruptive potential and its applica-
bility in real cases and problems. The specific objective was to present to the scholar
or professional in the tax area how much this technology can impact and transform
his routine inthe coming years. The method adopted was the inductive one, operation-
alized by research in bibliographic and jurisprudential sources from physical or digital
media.

BtAgrandemudangamonetériaebancariaqueestaporvir—estapreparado? Availablein: <https://
www.mises.org.br/article/3303/a-grande-mudanca-monetaria-e-bancaria-que-esta-por-vir--esta-prepa-
rado?fbclid=IwAROGILmItxDIVGAH3RUJIXcfoXfC3G5TcC3-0UzMtWA36IgunnUXic52uM4>. Access in: 02
nov. 2020.

2| jbra: a criptomoeda que o Facebook quer implementar. Available in: <https://exame.com/fu-

ture-of-money/dinheiro-tendencias/libra-a-criptomoeda-que-o-facebook-quer-implementar/>. Access in:
02 nov. 2020.

%3 The growing challenges for monetary policy in the currentinternational monetary and financial
system. Available in: <https://www.bankofengland.co.uk/-/media/boe/files/speech/2019/the-growing-
challenges-for-monetary-policy-speech-by-mark-carney.pdf>. Access in 02 nov. 2020.
»4Cross-Border Payments — A vision for the future. Available in: <https://meetings.imf.org/en/2020/
Annual/Schedule/2020/10/19/imf-cross-border-payments-a-vision-for-the-future> Access in 02 nov.
2020.

ZSECB intensifies its work on a digital euro. Available in: <https://www.ech.europa.eu/press/pr/
date/2020/html/ecb.pr201002~f90bfc94a8.en.html>. Access in: 02 nov. 2020.

%6 Sweden starts testing world’s first central bank digital currency. Available in: <https://www.reuters.
com/article/us-cenbank-digital-sweden/sweden-starts-testing-worlds-first-central-bank-digital-curren- cy-
iIdUSKBN20E26G>. Access in 02 nov. 2020.

%7 People’s Bank of Chinakicks off digital currency trials. Available in: <https://www.zdnet.com/arti-
cle/peoples-bank-of-china-kicks-off-digital-currency-trials/>. Accessin: 02 nov. 2020.

%8 Payments and the Pandemic. Available in: <https://www.clevelandfed.org/en/newsroom-and-
events/speeches/sp-20200923-payments-and-the-pandemic.aspx>. Access in: 02 nov. 2020.
»%Brasil terd moeda digital, diz Guedes. Available in: <https://www.correiobraziliense.com.br/econo-
mia/2020/11/4886713-brasil-tera-moeda-digital-diz-guedes.html>. Access in 02 dec. 2020.
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ﬂf Asseen, blockchaintechnology hasaclear disruptive character and wide appli-
M cation in several sectors, and should therefore be thoroughly studied in all its aspects.

Thiswork hadthe general objective of presenting the potentials for using “Block-
chain” technology in tax compliance, as well as its disruptive potential and its applica-
bility in real cases and problems. The specific objective was to present to the scholar
or professional in the tax area how much this technology can impact and transform
his routine inthe coming years. The method adopted was the inductive one, operation-
alized by research in bibliographic and jurisprudential sources from physical or digital
media.

Research has shown that blockchain technology can, in fact, be applied effi-
ciently and with disruptive potential in the tax compliance sector. The work proved and
concluded that this technology has the potential to exponentially increase the level of
fiscal and tax control by companies and governments and may even make itimpossible
tax evasion to occur or even the non-payment of taxes.

Itisworth noting that blockchain as a “machine for generating confidence” is
not a substitute for the state itself, but for the way in which intermediaries and the
current state model have operated. Thus, some say that will be possible, through it, to
reconstructtheidea ofjurisdiction and the dependence ofitto the state itself, as well
as the notion that we currently have for territoriality.°
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