3rd Edition

WORKSHOP
ACCOUNTING

AND TAXATION

Proceedings of the International Workshop on Accounting and Taxation (IWAT2024)

-ﬂ a .
European Business Schog

INSTITUTO SUPERIOR DE ADMINISTRAGAO E GESTAO

(V) Research Center in Business Sciences and Tourism

fundacao CONSUELO VIEIRA DA COSTA




April 2024 | Porto - Portugal

Info: www.isag.pt



Proceedings of the International Workshop
Accounting and Taxation (IWAT2024)

12" of April 2024 | Porto, Portugal

Edited by

Ana Pinto Borges, PhD, Elvira Vieira, PhD, and
Albertina Paula Monteiro, PhD

Copyright to the authors, 2024. All Rights Reserved.

No reproduction, copy or transmission are allowed without written permission from the

individual authors.

Abstracts, Extended Abstracts and Full Papers were read and selected by Scientific
Committee of the IWAT2024. All manuscripts went through a double- blind peer review

process to be presented at the Workshop.

Further copies of these proceedings can be consulted at:

https://iwat24.isag.pt/en/book-of-proceeding/

DOI: HTTPS://DOI.ORG/10.58869/02

ISBN: 978-989-54164-8-6 | ISSN: 2184-9730

SuPPORT: ELECTRONIC | FORMAT: PDF / PDF/A
EDITOR: ISAG - EUROPEAN BUSINESS SCHOOL
PuBLISHER: ISAG - EUROPEAN BUSINESS SCHOOL

RUA DOs SALAZARES 840, 4100-442 PORTO, PORTUGAL






TABLE OF CONTENTS

Presentation: ISAG — European Business School .......................ccoooeiiiiienennenn. i
Presentation: Consuelo Vieira da Costa Foundation...............................n, ii
Presentation: International Workshop Accounting and Taxation........................ iv
Ethics & Malpractice Statement ...................ccoooiii i Vv
COMMUNICALIONS ...t e e e e e e e e e et e e e e e e 1
Session | — “Advancing Accounting Practices & Embracing Sustainability”............... 1
Impacts of Accounting Digitization on the Profession of Accountants, Entrepreneurs, and
ProductiVity: A CASE SHUAY ..........coeeeeeeeeeee ettt ettt e et e e e ee s 1
The fundamental role of Higher Education Institutions in integrating green taxation into
(o104 (o0 - 18
Tax Transparency Regime and Legal Personality Disregard: Study of the Portuguese Case
........................................................................................................................................ 24
Relationship between sustainability policies and strategies, GRI standards adoption and ESG
Performance QISCIOSUIE ...t e e s s e s 29
The adoption of the Sustainable Development Goals in Portuguese Local Government: the
specific context of the Municipalities of Soure and CoVilha............ccccccceeeeeeeeiiiiiiiiiieaae, 31
The influence of the integrated reporting quality on firm value: An empirical study........... 46
Session || — “Sustainability and Financial Reporting”..............cccovevviiiiciiiieeeceee 49
Real estate developers’ investment sensitivity to cash flows ..............ccccoovceeeeveiiveennnnnnn. 49

BL-LSTM approach for sustainable portfolio optimization: A water market case study..... 53
European Sustainability Reporting Standards (ESRS) compliance through implemented ISO

ManagemeENnt SYSIEMS. .........ueeeee ettt 63
Portfolio optimization with multivariate ellipticalstable distributions .......................ccccc...... 66
Financial Risk Disclosures: Evidence for POrtugal ...................cccccooouiiiiieenaeieiieeiie 69
Accounting of the Future: Technological Impact ................cccccouiieiiiiiiiiiieeeeeeeeeee 86
Session |11 —“Taxation and Corporate Governance”..............cccoevvevvviviieieeeeeeeennnnns 89
Corporate Aspects and ConventionalRemuneration of Share Capital: The Perspective of
Accounting Prof@SSIONAIS ...............ooui oo 89
Taxation of corporate income in Portugal, Germany, Belgium, the Netherlands and
T ) (=04 oTo TN 114
The effect of tax litigation on corporate profit forecast €rrors .............ccccccoevveeveeeeeeennnnn.. 142
The effects of the Tax and Customs Authority control mechanisms in combating fraud and tax
(=22 1Y o 144

The relevance of accounting goodwill: evidence from Portugal and Spain capital markets164
Portuguese Companies’ Bankruptcy Forecast — The Multi-sectoral Sensitivity of Multivariate

Discriminant AnalysiS’ MOEIS ..............uueueeeeiieeeeeee et e e e 178
Session |V —“Financial Decision Making and Performance” ...............ccccccccunnnnes 182
Beyond Mandatory: Assessing the Impact of Building Information Modeling (BIM) on Cost
Efficiency and Quality in Italian Public Procurement Projects .............cccccccoeeeineccunnnnnne. 182
Corporate Social Responsibility and Stakeholders: a Systematic Literature Review ...... 196
Determinants Of Banks Profitability: Evidence From Portugal ..............ccccceeeeeveivveennnnnnn. 212
Financial Reporting Quality Impact on Firms’ Capital Structure .................cccceeveeeeeeenn... 214

Optimizing Gas Hedging in the Iberian Market: Evaluation of TTF and NBP Proxies..... 217

The impact of RED Il on the Portuguese biofuels market: Business and Consumer

Y (oT=T o 1 (0] 1 LIPS 220
Session V — “Accounting, Taxation and Innovations in Economic Analysis”......... 223



A short story of an accounting school: the Lisbon School of Commerce (1759)............. 223
Classification of business bankruptcy, from Management Consultants with appeal Artificial

1 =)o =T g Lot~ O 226
Hydroelectric Dams Sale by EDP - A Case Study on Taxation, Governance, and Sustainable
[ =3 =Y o] o 24 1= £ 1 237
Sustainability Balanced Scorecard for an Energy Company - Case Study..................... 240
The essential about Jodo Baptista Bonavie (1705-1780), author of the first Portuguese
ACCOUNEING DOOK ... 242
The Public Assets of Portuguese Municipalities: A Longitudinal Study.............cc........... 243
Session V| —“Management accounting and Nonfinancial reporting” ................... 246

Balanced Scorecard: Management control analysis in a private dental healthcare clinic 246
Determinants and Readability of Non-Financial Reporting: A Bibliometric Analysis....... 264
Level of reporting of environmental sustainability in Portuguese and Brazilian companies268

The quality of Sustainability Reporting of the largest Portuguese Companies................ 283
Impact of fuel price fluctuations on the performance of companies in the transport sector in
Lo g 0 o - U 285
Session V|| — “Financial Risk Disclosure and Innovation in Accounting”............. 289
Application of the Balanced Scorecard at the operational level in civil construction projects289
Assessing the relationship between inequality and economic growth in Portugal .......... 316
The Covid-19 pandemic and the continuity assumption, estimates and events after the
balance sheet date: auditor's asSESSMENLS. ...........ccooeveeeeeeiiiiiiiiieeeeeeee 317

The Kaizen Methodology Implementation in a Service Company: A Case Study........... 339



Hydroelectric Dams Sale by EDP - A Case Study
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Purpose: The tax burden on citizens and businesses increases 1.1% between 2021 and
2022, reaching 36.4% of the GNP in 2022. During this period, revenue from direct taxes,
particularly those levied on the income of individuals (IRS), and companies (IRC) grew,
respectively, 12.8% and 59.6% (INE, 2023). About revenue from indirect taxes,
especially those arising from value-added tax (IVA), real state transfers tax (IMT),
municipal property tax (IMIl) and stamp tax (Imposto de Selo), it increases by 18.1%,
26.3%, 0.8% and 6.6% respectively. Indeed, the property taxes - real estate transfer tax,
municipal property tax and stamp tax - represented 4.5%, 4.4% and 5% of the 2022 total
indirect taxes (INE, 2023). Portugal is the fifteenth country with the highest tax burden
among OECD member countries (OECD, 2023).

Given this tax evidence, it is no wonder that Energias de Portugal's (EDP) sale of six
hydroelectric facilities to a French Consortium has generated so much controversy. Far
from being a straightforward business deal, this sale has sparked a multifaceted
discourse, probing the financial dimensions and the consequential ramifications for tax
policies, ethical business conduct, corporate oversight, and the broader socio-economic
and sustainable development agenda (European Parliament, 2020; Reuters, 2021). The
transaction in question not only represents a significant shift in the ownership and control
of critical energy infrastructure but also serves as a focal point for examining the
challenges and opportunities presented by corporate strategies in the context of global
taxation frameworks, ethical considerations, and governance standards (Luttmer, 2014;
David & Gallego, 2019). The sale has spotlighted the intricate dance between leveraging
legal tax minimisation strategies and the ethical considerations these strategies invoke,
especially when viewed against the backdrop of securing vital revenue streams for
economies. Moreover, it raises pertinent questions about the role of corporate
governance in overseeing transactions that have profound economic, social, and
environmental implications (European Parliament, 2020; Reuters, 2021).

In this study, we intend to describe the deal that involved, in 2020, the EDP's sale of six
dams located on the Douro River to a French consortium for two billion Euros.
Specifically, we describe the commercial manoeuvres pursued that gave rise to fiscal,
legal and ethical controversies.

Methodology: This research has an exploratory and descriptive character. We rely on
secondary data from news reports, which at the time were widely disseminated
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throughout the media. We use these data to address the intricacies of corporate
expansion and cross-border capital movements and its ramifications for tax policies,
ethical business conduct, corporate oversight, and the broader socio-economic and
sustainable development agenda.

Results: We find that the transactional manoeuvres that involved EDP and Engie
resulted in aggressive tax planning that cost the Portuguese State the revenues due in
terms of IRC, IMI, IMT and stamp taxes. The EDP transaction underscores the critical
importance of taxation as a tool for securing revenue for economies. It brings to the fore
the complex interplay between corporate tax strategies and national tax policies. By
examining the mechanisms employed by EDP and the French consortium, we gain
insight into how corporations navigate the global tax landscape, using strategies that,
while legally permissible, may not always align with the spirit of national tax laws intended
to secure essential revenue for public services and infrastructure development. A
profound ethical and governance difficulty is at the heart of the EDP case. The sale raises
questions about the responsibilities of corporations to not only their shareholders but
also to the broader stakeholder community, including the societies within which they
operate. This scenario prompts a revaluation of corporate governance practices, urging
companies to adopt frameworks prioritising ethical considerations, transparency, and
accountability. It calls for a reassessment of how decisions are made at the highest levels
of corporate leadership, advocating for (Dedeke, 2019) and promoting long-term societal
well-being. The multifaceted nature of the EDP sale illustrates the intertwined legal,
economic, social, and ethical dimensions of such transactions. Legally, the deal
navigates a complex regulatory landscape, challenging existing frameworks governing
cross-border sales, tax avoidance, and environmental stewardship. Economically, it
spotlights the impact of corporate tax strategies on national economies and the global
economic order. Socially and ethically, the transaction tests the commitment of
corporations to social responsibility and environmental sustainability, emphasising the
need for practices that support rather than undermine societal goals. This discussion
underscores the need for robust tax programs that encourage compliance, deter fraud,
and ensure that corporations contribute their fair share to the economic systems that
enable their success (European Parliament, 2020; Dias & Dinis, 2021).

Finally, the EDP sale highlights the pivotal role of taxation in fostering economic, social,
and environmental development. It exemplifies how corporate transactions and the
accompanying tax strategies can have far-reaching implications for development goals.
Taxation emerges not merely as a fiscal instrument but as a critical lever for promoting
sustainable development, requiring policies that align corporate actions with global
aspirations for sustainable, inclusive growth (Spulbar et al., 2021; Liou et al., 2023).
The present paper seeks to capture the complexity of these themes, thus offering the
opportunity for political decision-makers to navigate the challenges and opportunities
presented by such transactions in the search for a more equitable and sustainable global
economy.

Originality: The commercial transaction portrayed here serves as a critical lens through
which to examine the effectiveness of tax programs, the challenges of tax fraud, and the
importance of tax compliance. It provides a concrete example of how tax planning
strategies can be used to navigate or, in some interpretations, circumvent tax obligations
by large companies The case study here presented has the merit of reminding and
drawing the attention of civil society to the ease with which large companies manage to
evade taxes, strengthening the income inequality that exists in the country. It also has
the merit of not letting to forget a situation that has done great damage to the Portuguese
state and, as such, to Portuguese society as a whole.
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