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U.S. IMPUTED TAX FINANCIALS

Unlike reported financials, U.S. imputed tax financials for an entity are calculated values, where tax,
employment, and related information is extracted from Federal, State, and Local jurisdictions across the
U.S. Accounting and tax principles are then utilized to derive organization-level employment, payroll, and
financial data. In general, all data collected and used in the creation of these financial statements come
from publicly available sources, including through Freedom of Information Act (FOIA) requests. These
numbers should be considered directionally accurate for each target company.

When examining the financials of a particular company, various caveats should be considered:

Corporate family tree: To comprehensively and accurately impute the financials of a company, all of its
component legal entities and places of business (locations such as offices, stores, P.O. mailboxes,
manufacturing plants, etc.) have to be identified and correctly assigned to the controlling organization.
That is, in order to monitor a company’s complete economic activities, both its “legal footprint” and
“physical footprint” must be comprehensively tracked to begin with, and then correctly assigned. Even a
single missing legal entity or place of business can have dramatic consequences on the resulting imputed
financials. This work is complex and cannot always be automated, requiring frequent manual
verifications, especially in response to M&A events. The resulting data is used by U.S. federal agencies.

Matching: As mentioned above, understanding the makeup of a company requires tracking and correctly
assigning its component legal entities and places of business. The heart of this process involves matching
records and filings across various jurisdictions and sources, which vary significantly in terms of data
cleanliness and consistency. We perform extensive cleaning (both automated and manually) and have
advanced proprietary matching algorithms to verify that two records actually pertain to the same
company. These methods and resulting matches are used by U.S. federal agencies.

Holding companies: Some organizations create holding companies for tax and legal purposes. These
holding companies often do not hire employees themselves, but rather merely consolidate the
operations of member entities. At its core, our methodology depends on tracking employment and tax
filing behavior; therefore, we typically track the entities that make up the holding company, rather than
the holding company itself. As a result, when researching what may be a holding company, we suggest
also investigating its member entities individually. This has the added advantage of getting financial
insights into each individual subsidiary, rather than just the entire holding company.

Some corporate financial records are labeled as “actuals”. There are various possibilities that may lead a
record to being labeled as an actual:

Complete reported financials in a regulatory setting: This scenario occurs when a (private) company has
publicly disclosed in a regulatory setting a complete financial statement. The most common examples
include the following: S-1 filing to the SEC when a private company is planning to go public; 10-K filing to
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the SEC submitted by a private company, which is required if it has a significant number of shareholders
beyond a certain threshold; and financial disclosures in court proceedings.

Partial reported financials in a news setting: This scenario occurs when a (private) company has publicly
disclosed one or more financial line items in a credible news article or interview. The most common line
item reported is revenue. In this scenario, the reported number is used as an anchor in the imputed tax
financials, such that the remaining financial line items are adjusted or scaled (to some degree in a
proportional fashion) in accordance with U.S. tax accounting formulas.

U.S. DATA COLLECTION & SOURCES

Collect entity, tax, and employment data from over 100k federal, state, and local jurisdictions.
Collect aggregated, industry-level meta-data about U.S. Corporate filers from the Internal
Revenue Service (IRS).

3. Collect corporate employment, income, and profit data from the Bureau of Economic Analysis
(BEA).

4. Collect employment, payroll, and employee benefits data from the Department of Labor (e.g. #
of employees from Form 5500).

5. Collect data from industry-specific regulators, including transportation, agriculture, health,
insurance, real estate, construction, and financial.

U.S. METHODOLOGY

1. Construct a corporate hierarchy for each entity from available sources including incorporation
documents from the State of Delaware.
2. Take the data from these sources and impute the financial statements for each target company
based on their scale of operation.
3. Standard accounting principles are utilized, for example:
a. Gross Profit = Revenue — Cost of Revenue (aka COGS)
b. Operating Income = Gross Profit — Operating Expenses (OPEX)
c. Net Income = Operating Income — Tax & Interest
i. THUS: Operating Income = Net Income + Tax & Interest
d. EBIT = Net Income + Tax & Interest
i. SOURCE: https://corporatefinanceinstitute.com/resources/valuation/ebit/
ii. THUS: EBIT = Net Income + Tax & Interest = Operating Income
4. Financial statements adhere to industry-specific accounting principles provided by the Financial
Accounting Standards Board (FASB) Accounting Standards Codification (ASC) whenever possible.
See https://asc.fash.org/Home for additional information.

KNOWN SOURCES OF VARIANCE
There are several known areas of variability with Tax Financials when compared to SEC filings for public
companies or annual reports for private companies that disclose financials. In aggregate, across the U.S.
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Economy when comparing SEC reported revenue to the revenue reported in tax filings, on average SEC
revenue is 2.5 times higher than tax revenue. There are several known reasons that can contribute to
this difference.

Cash vs. Accrual Accounting (SEC vs Tax Reporting): SEC reports are accrual-based (GAAP/IFRS)
while tax reports are cash-based.

e Financial Size: Tax financials are often smaller due to conservative cash-based principles.

e Revenue Recognition Methods: Variability in how companies recognize revenue, depending on
jurisdiction and accounting standards.

U.S. vs. Global Financials

e Limited Geographical Scope: Financials derived from U.S. tax reporting, primarily reflect U.S.
operations, and may differ substantially from global numbers, particularly for entities with complex
legal structure and global reach.

e Tax Strategies: Companies may use tax havens to legally minimize tax obligations in the US.

Employment Counts

® Inclusion Criteria: Companies at times include part-time workers and contractors in their self-
reported employee counts; by contrast, computed financials utilize standardized state-level

employee classifications.

e Standardization: Focuses on W-2 full-time employment in U.S., excluding contractors and non-U.S.
employees.

Matching Legal Entities
e Matching: Can be incomplete or error-prone due to challenges like M&A and name variations.
e Conservative Approach: avoid matching when material uncertainty exists.

Quarterly vs. Annual Filings

® Aggregation: Annual numbers may be constructed from unaudited quarterly reports.

e Audit: Only annual numbers are typically audited. Year-end audited numbers can differ from
unaudited quarterly numbers.

Reporting Anomalies
e State Variability: Inconsistent reporting schedules and data quality across jurisdictions / states.
e Small Companies: Often have lagging and less frequent reporting.
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Federal Agency Name

Website

Centers for Disease Control and Prevention

https://www.cdc.gov/index.html

Federal Financial Institutions Examination Council

https://www.ffiec.gov/

National Center for Science and Engineering
Statistics

https://ncses.nsf.gov/explore-data

Economic Research Service

https://www.ers.usda.gov/data-products

National Center for Education Statistics

https://nces.ed.gov/datatools

Securities and Exchange Commission

https://www.sec.gov/sec-data-resources

IRS Statistics of Income Division

https://www.irs.gov/statistics/soi-tax-stats-statisti

cs-of-income

Bureau of Economic Analysis

https://www.bea.gov/data

Occupational Safety and Health Administration

https://www.osha.gov/data

Federal Reserve System

https://www.federalreserve.gov/data.htm

Federal Deposit Insurance Corporation

https://www.fdic.gov/bank/statistical/index.html

Bureau of Transportation Statistics

https://www.bts.gov/browse-statistical-products-

and-data

National Agricultural Statistics Service

https://www.nass.usda.gov/Data _and Statistics

Office of Research, Evaluation, and Statistics

Stat

National Association of Insurance Commissioners

https://content.naic.org/industry/insdata

U.S. Postal Service

https://pe.usps.com/BusinessMail101/Index?Vie
wName=GetAnAddressList
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Census Bureau https://www.census.gov/data.html
Energy Information Administration https://www.eia.gov/opendata/
Small Business Administration https://data.sba.gov/

Bureau of Labor Statistics https://www.bls.gov/data/home.htm
Centers for Medicare and Medicaid Services https://www.cms.gov/data-research
Bureau of Justice Statistics https://bjs.ojp.gov/data

National Center for Health Statistics https://www.cdc.gov/nchs/index.htm
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