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Good practices

The gaod practices of Principle & are inked fo nuestion 6 of the Ta Transoarency Benchrmarnk We noticad
that-companies offer provide:a general descration of the mission andior responsibifitied. of the tax da-
pariment. Howsvar, i order 10 mest est. praciics, the KPls of the tax depariment sfiould be Specific,
measurabie; atfainale, realistic andtimely (SMART) We hope fu 526 more ‘smart” #Pis for tax depart-
mentsinthe near fufure;

ING Group clearly describas the milssion of the Tax Depariment (NET

Pepartment’s misdion

| T provints Righeiinlity tox SLOBOR W ING'S Businegses and marogement

= Vo safegidrd INGS 10k posiian Incomiplionce with epplivable luwg snd regulitions

L+ Ted girssdre WHOt SNGYS bos positicnd s correethy reflocted Tt our Snansiol Boterserts i liokhen witl
NG Finanee Deparirmend.

ool pur petivitiss, wherever we operate, we tuke due scoount of lngtermronsidersdions,
| enannge risks and corelully waigh the imerssts of oll staselniders, while of. ol tres sspecting
the NG Ygiues

DEM slearty describes whiph responsibitities it has in achigving s objectives: with regardingilo
ihe grecution of s dak strategy (0SM).

Hzin responsibiies:

o Defing the fis

I

A I prarle

B. Tax must be aligned with the business and is not 2 profit centre by itself

H:should: be undergiood that fax ig-an infegrated part of doing business, Tax s not e excliisive
domain of thetax depariment anymore. In principle, & company should declare profits and pay tares
whirs eonducts business activilies, and B shalid demonsteate now 1t does S0 A company mistbe
able:ts extracttax information whien needed.
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TEX TRAHBFARFHUY GENBUMARE Z016

Aty et B Oallel U edniy

Tog'scorer
Detta toye Bropp ~ with # sedre of 12 aut.of 17 points

Resuits.

Irr comparison with the rasults of the Tax Transparency Benchmark 2015, the average number of:
‘points awarded under this principie has ingreased by 11% points. This increase is: due in partto ta
foliows the hugiress’ belng made cieat Irh publicly avallable documentation, f.e. e company declares
profits.and pays taxes where the ecannmic.acﬁvéty neeurs. The ingrease i also due 1o mose defailed’
information or-the effective fax rate being made avallable.

Doss tha company statedhat s busines
();)Br&‘liﬂﬂs are 1¢ddmg In setting Up

" Dioes the company explicitly state that
i doss not usefax havens! forfax

: avpidange?

B s ihersan eflactive tax rite fo

p ‘statutory tax rate reconciliation?

1 0a%| 100%

15 ihe origin of the difference explained | - |
it delail? (Quantitative and quaitativey | B5% | 8%}

‘b there an expianation for1he. ditference’| : . —
" 43 | betwaen cash tix pald and thestlactive | 35% 1 2% T

fay rate? . : .
< Flsthe imoactof te DH.Aamings pershnrﬂ e S
14 ;mswssafj inthe annual mpﬁ{t’? - B %7
_ ‘Does the.company repart an the A P € :
15 : {potential} impact of country bpw,ﬁntry'_ 8% 8% ™

reporiing regulations?

o

2

|
| Hthe company reparts on Gorporat in- _' R
. -cometid on 2 gecgraphic or segrment o P
17| basis, does the company alse provide. | 1% B1% —
| ieformation on revenues, profily, assets | : :
dnd FTEs gnthig bagis?’

Figire:8; Pernentage of companies that are: ransparent about their fax payments.

T

oo - £ i - i
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AR TRAHETARERLY BEHCRRARGZEIE & simpardtisa olidy 42 57

Ay Encreas‘mg_ number of companies are reporting omihe affective ax rate 1o stetutory lax ate 19

conciliation i delal (see Figlrs £). Also notable is the 33% point Increase Irs e sumiber of Gompanias.

-explaining the difference betwesn cash tax pald and the effective tax rafe i detall. However, only

18% of the companies are fransparent on the potendlat Intpagt of country-by-country reporting:
requlations: We are expecting to see mere-information oo this from 2 qualitative and quantitative:

perspective infuliire benchmarking exercises, Seethe FAUS below for mors information:

Fuen thougin marg companies are aroviding infgrmation: on tazes otfigr tha corparate income Tax

- 30% point increase on last vear ~only seven companies report on tis in 2 detalled way (o2

country, region or segment basisy A detailed distincion of the différent kinds of taxes die-orovides

amore complete picture for stakeholders of the total amountof faxes paid by the company. it provides.
insight info the added valus, Le. o the sompany’s.econamic Tootpring which is valyable information
“for-slakeholdars, - We expect thal here wilt be an Incressed amount of aformation o total fax:

contribitions.over the riest years,

Or-what bzsis does the company report an

i Lorpotale income tax?

| Couatry _ 25% | 1% |y
R | | 22 | 20 | R

Sggmint / Busingss Unit ' Foat [ 8% |

- Does the company provids information o tares. | :
atherthan cdroorate income tax? i xn ”
(VAT withholding taxes, wage taxes gl Al | 16%

Hyes, oniwiat basis?

| country oO1% 0% 5
Reginn P 8% E
Seqment / Business nit Tl o li
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TAX-TRANSPARENCY BENCHMARK 2016 A comparative . study:of 88 DUteh Jisted companies:

FAQ

What is the added value of adding the impact of tax o the gamings per share. (EPS)?
Infarmiation o the impact af: tax on EPS provides furthr explanation of tai &S past of an esonamic
impact measurement disciosure: in addition; shareholders benefit fromincreased transparency arund
tie: Gosts that relatefo: Sharehomervaluef Somie: companiss: argued tHat the! EPS{cduId- be dérived
fromm: the financial overview. Howaver; we befieve: this could:easfly.ba-wrongly interpretad.

FAQ
What shoulaf report with. régard to the potential impact of country-Gy-coitntry reporting
regulations and why is this impertant?
Tha QECD have broadenad the information required from faxpavers sigiificantty-and both the master
file-and Iocal file:require: a-great deal mare quantitafive analysis than whatis: required for-current
transfer pricing docimigntation. Thece is an expectation of Significant transparency; opsrationa) ang
systems challenges n mesting country-by-country regorting and/or master file:and tocal file requi-
réments. Therefore, companies shotild cansider fuestions stch ds;
- ‘How will data be interpreted and compared to the miaster file and focal file:by tax-authorities
and ather staketoldars?
= Bgybu-have mg t_e__ch.no'ln_gy _and'sy_si_e.ms in‘placeid gather and reportdtie data reqisived?
~ [id you have Adequate goveriance and control framevarks to gnstire accurate repdrting
and exegirlion of iransfer pricing poiicies?

Being transparent on the potential impact of country-by-country reporting will give stakehsiders the
assurarice that the campanyis taking thess questions into consideration and is aware of the cor-
sequences reqarding CbCR. IF is:also clparthat somecountries and the EL-are proactively pushing
public courtry-by-covntry legislation.and initiatives *:

" Fwexampte meamanCommmngmpaseupuwcmm, wp-rornty reposting formi ', _' Fﬂ!PrpﬂsesmAprllm‘is Nsumslil(
‘oyted.for puhilt:muntry fiy-counlry repun‘ll'lg in Septamnerzmﬁ it lsmeﬂrstmmw o muuuapuwcmmh‘y by ourlry seporting in l!s
- Siatyte bogks; with amendments to ks Finance Bil giv _mrmwmwmmcmmmmmmmwmmwm of fax ilings,
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TAR TRANSEARERDY BENCHMARR 2078 4

Good praclice:

“Wollers Kluwer reports o the effective tax rate I detail. The figure Delow i ar dxampla of ooad
practice becauss itprovitles a detalled comparison with 26114, This relalas to quastions 11 and 12

of e 2016 henehmark (Woltsrs Kluwérs, 20155

Recomcitiation of the sfficthe tox rate

Srofil befors tax:
Wormative income tax eipense
Faxgffertof;
Yan tprtives and apempt income
Tax Banefts orf fesults of peavioustd divested aysets
Aseoynized an«cfunmc_cg_;ﬂae;j taz bosies
- Aeljustmerds pravious yairs
Honsdedurtible rosts and gthes items.
- Yotk

Thanarinatiie nsume Lt sxpense Hasbeen cnputed ax
he wielghied average stalilory Lax ratenof the
Hueiadletions where the Group operates,

i reporied effactive tay ratenoieased 10 31.9% o
AL 2008, Ehe Lk e reftecied 4 nun-laxable:
ftevaluation galiy on Dataceriand & poslibis g fmpagt.
rafating to preiaushy divested ansets parsly of et by 2

2914
%

B
35 1w
78} (a1y: {7y {5}
¥ {240} 11225
18 7 #a 1
G4 e {6} L)
(hah {95: Lt ¥
e g 5 4%

0K sharge oniintdrnal asset ransfers; 10 2015, the 14

rate refllents a one-sime favorabie sdiustment flatings
Aufdrisd 1ax assels, :

for sorpodaie incone L mcognized direstiy in
staternents of eguity snd sther comerehensive lncome
efuranioy i made to Note o (Tax Assets snd Lisbilities

C. Respect the spirit of the law. Tax compliant behaviour is the norm

A company should aini-to pomply witfr he lefter ag well-as the-spifit of e faw, which entails that:
slan the intention of the legislator Is guiding to ensize tax-compliant behaviour, By definttion; the:
“splrit of the faw cannot b described mambi_g;bausly,_ it regﬂgges;élé;;umim wiitrintdrial siaketiders,
Including tax, legal, compliancs and C8R officers, as well as external stakeholders:such as goverament:
offiziale, tax authorities, chvil society organisations dnd Investors: Being campliant with ta% laws and:
requlations, statutory finangial cbligations antt infernational ageounting standards s the rorg res:

ponsiaility of the tax function

w 3@_@_‘{5? F{f,:me etz enden Getinned by, ?mfmlhﬁ ATt Ut BIMRE I e previnuis lipler on ool bas jovermance;
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TRE TRAHBPARENLY HENEH WAL 2615 &

Toiy seorers:
Hingkbank; Brungd, ING Group; Babolank. Unilever—alf spored 2 ok ol Zmoints.

Resulls

Tharé has been a 15% point ingreagse in'the number of comipanies that sxplicitly stafe that the spirit
of 1ha faw i embedded in their tax strateqy (see Figure 105 A few comparies (12% are fransparent
abput whether they have 4 programee in place 1o Train employees on how to deal with tad refated
dileminas or possile breachies of thetarsirateqy. This is 4 smalk incraase 01 4% compared withlast
year, However, we helieve that 4 fralning prograning iz asserdial i order to.ensure the company’s
tax strateny b atfartively erbadded in'ihe organisation and employees are simported o deal with
tay inan-ever-changing tax landscaps. This is furifisr explained inthe FAD below..

We sxpectio see @ gredter inceease of points awarded Tor this principle frithe futire, based prthe
increased amaunt of poimts awarded this yedr for Prinigle A - defining and communicating oo their
stralegy - and. Principle 8 - the allgnmient of 1o with 4he: busings

vian planning sirategy is based o | 37%

- 20%:
Ahespirit of the Jaw? !

i Dpes the company have & program I :
21 i plage on owtodeshwith tad dilemmas for & 9% ¢ 8%
s, fegal and compliance officers?

Figure 107 Perceintage of companies ihat are transpérent aboyt ;‘eé‘_péc.ting_ Ahe: spirit of the faw

FAL)

.Wa. élfeady have a responsible person appoinfed wheit It comes 1o tax: What more cay
we do? Wiy do we have to create a fraining programme on how fo deal with fax dilemmas

for tax, legal and complfance officers and be transparent afiout it?
The tdx landscape 5 rapidiy changing; what was acceptable five years.ago tﬁ questioned nowadays.

Govemments, NGOs, intragovernmental organisations:and so forth, are becoming more actively (and

aggressively} involved: Tax dilsmmas are becoming indreasingly complex. Oyerall, this requires an
inerease in the number of people Involved, specifically people with multiple perspectives on tax (not
Just with a legal and/or {ax comipliance perspestive),
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TRETHANGPAREREY SEHEHMARE 2048 4 0x

o enaure that cerlain tax principles are Tl embedded In the drganisation, he campany can create
 programme o irain fts tax, legal and compliance officers oo howto deal with tax related ddsmmas
of possible breaches of the tax strateny. This Iraining pragranime couid be an.online Training course
for thiose pmployees.who make degisions concerning tax. In atidiion, sew pracedures.could be in-

plementsd for assessing whether material frangactions or changes i doing Dusingss comply withi-

ihertax strategy, Communicating inihe anaual ceport about for example; the sthicatiraining courses
a company aftersontax dilertmasg; demonsirates that tax considerations are actively integrated
within the business;

Good practice

The: ligure fielow is an example of goor practice hecause ftshnws thal that he fax principles dre

importart t MG
*Thesze Tax Principles are dpplicable wrdwide. Qur.employeas must actwith ilegrity and adhere
I 1NG's Valies whe managing Lax affairs, 1Es important Tor ys to keep our gmgigﬁ_ss; 1 dg date
and fo make sure ey consistertly make the vorrect decisions in ling with our Tax Principles. Ong
way we dr this is 1o raguilarly Jq_o/d' Internal meetings where preséntations are giver and dilemimas
are: discussed, witl our sxperts explaining what the ight chaice for ING g and vl (ING)

Unilaver’prep&res scorsearts to sngure that iz.cemp.iex-transac-tida& fit withirL their tax principles.

/ Tax Principles: scorecard example

What wais the transastion?’
Uniiewer Vangures waotad - to.
partisipate 100 an investment
fursd managed by o third parkey,
The' fund’ wad, based in the
Layrodn’ istandy, uth the
businesi hwesiment baing’ in
Chitar Ynilever Ventures
weitited o peest ity alpund 7%
of hw fund value..

taking infe -agcount  ihe
Ausisdictions ivobred the s
of the: kearsacion, and ihe
imgact for Upiiewer of
alternmive struciues seenarios;

.

What did we concludn? . .

< Witk oniy 7% we were £ minonty investon with: po sigaificant Influence:
sver fhe vestment fund sructure,

* The s impaey tor Unileves was the same ag il we had dirsetly invessd
inter Ching, s thess was no ter beneflt 1o Usilawer a3 5 el of the

funs estinent, - i
¥ Thersfore; the Lansaction.did fot 40 againgt ous Tak Poinciples, :

S se fivlever)
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% CTRANSFARENGY GEREMMANK 2616 A

D. Know and manage tax risks
T&x risk managementisa pmactwe progesy that s demuaatrably embedded within herisk mandge-
ment and Intarnal control fiinclion of the company,

Tom snoisrs
Brcagliz, A8 Infernational, ASML, Boskalis Westmingler, Carbion; Eugro,
Kamdrinn Fansglag ~ altsnoted 4 oot p 4 poivis

Besuits
Many.companiss report o ia risks; a5 9ush sompanies scared best ori this Princinle, fn comparigon
with fast year's findings, the-average numbar of paints awarded for Principle D increased by 4% point.

Thig incredse is mainfy dus- 6 the fact that 72% of the: companies report on lax rigks - Iacluding.

financial, requlatary e reputational rsks, which is.an increase of T4%:on fast year, Imaddifion; com-
-panigs are becoming increasingly transoarent about thelr tax risk dppetite (see Flgure 11).

Hawevﬂz. me repwémg uf zax ri'sks s nﬁen jus’t an enuméfaﬁerz 'More-tban nalf of t;m m}mpames afo‘.

I some cases, :,.ampz_ima_y rep a_eﬁ gl_git they du ﬂ.r_}.t ff;w _;i r_&_er’ﬁsfs_a_ry.w fep_an gr; t_ay nsm_ n pu_r}lwly
avdilable cocamentation, as ihis is not considered 2.'top. fisk™of the company,

Dfganisatons nesd lo.adapt 1 chanoe: They peed 18- think strafegically about how:te mandge the.
-Inpreasing yolatility, complexity and ambiguity of the world. The complexity of tax risks has changed:

and new kindg of risks ~ for example reputational risks—have-emerged a5 is Nlustrated by Lixdsaks,
Panzima and Bahama Papuss and curent B4 state aid investiations.

In-order-to.-be adaptive tothe current rdst-cha;zgmg fax-warid, an eariy ik Idandification: is key. I

-gicition, linking theax sirategy and objectives io hath rigk apd oppommﬂy ne!p& fo adcelerals prowth

and fo enfiance performance (D080, 20161

Stakshtiders a8 more engaged oday, searing graater rafsparenty dnd acoouniability for marzagmg:

a righs. Clanity and ngight into the link hetween tax stiategy, fax sisk and performance is nesdad in
-prdarto demansteate 'he complete pictureto stakeholdars, Therefore, we would fike o encourage
“companiss:ia repert more eiaborately on.ax risks; inchiding theirlax sk appetite and dsk responag,
because it provides stakenolders withi a betler uriderstanding of the polerdial and actual risks inveived,

49

00053



.\ Doesds comg_arjiy-expism vdpscrine s tax
1 apoetite?

417 i Dnes de company rﬁpariaﬂytax.r —
3. 23 {inciuding: financial, regulatory or 68% 1 B5B% 1o —
reputationel fisks? g A

Con LArethetak risks descrifid in detais?
L T e -
‘{Mat just 35 an enmeration

A% A%

e Hethere 3 desoription of tie comganys | oo b o
-25 .r%penvem these tax rigks?- AT 42/"

FAG

How can I report about my tax risks if there are no tax risks of material misstatement?
A rigkof material missiatement i aidi-termiinology sefers to-the risk that the financial statemants:
arg materdally misstated, A missiatemient arises where there is a difference between the renarted:
figures and what fs:axpected fobe reported In orderfor the financial statements-to be fairly presented:
0 shiowatrue and fir view),

With the tax risks we ae refarfng toin the Senchrnark we have a broader persosctive irr mind than e
tax risks of material misstatements In-the annual repor The tax ks we:are referring 1o are risks
caused by, for instance, the fast cfianging tax legislation and piblic views oif tixes. These external
factors can result in thie.risk of being umwill lingily. LRsompliang witt newly incorparated fax legislation,
unkndwr mismalches beliveen coliniries wrm fnlible: taiation A & cgnsequence; and the uneerfzingy
of tax tlalims caused by 2 dissgreement with-ax suthorifies about the: interpretation of thefaw, Al
sormpaniss in the Tax ?r_ansp_aren_cy Banghmark face these kinds of risks, 6.0, possible state aid:
invastigations in Edrope,
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TRATARRLPAAEHTY SENEBMABR 20180

Bood practice
Cordion cléarly describes its Tax risks; the imipact of tese risks and Corbion'smitipating actions

SR Aty reporiing sytemis in
favrs SRS I8 4 Wit vy of vk lawrs o i plone, v boll repuiar e mestings, and”
the application theren! ol scversely af raviewrag somaliancs of sur opetating
Ject vl financint fesui eonparies. Dur global tag sentrol frame
wnrkoNErTRS cmplaner Transier pricng
iy 2l dnournantation 3o in plsee a5
well: i spek he v exseinal i

'SQH'CE ¥4 o, 20155 gaperts in coraphiance matters.

E. Mamtar and test Iax cnntmls

ft s Importast, that a company has 2 standardisad approach for monitoring and testing the sxecition

Of e fee st_nja_iegy__a_rid cordrols, and that it doss g6 6n & reguiar basis %a-.e_’nsu_{g-?h_a._fia_dmgﬁ angd out-
- fomes are addressed promptiv. By communicating.on these Issuss with: stakehiolders,  company

would demonistraty s commitment i the dBﬁigﬂ and epefatmg eftactivencsed of ifs fax strateg Y

'Ta;;} ARLEETS: _
Beunal Cordion, DEM, KPAL Philips, Randstail Shellang Dnilever—al

senrat BoutolE ghinis,

Resuilts

Witl an average.soore of AQ%, this Is ine.of the priniples on whish companies dre.quite ransparent.
Motable i the ngrease of 26% points o mentioning tax in the: control section of the annual report;
which confriutes to-ihe average score oni 1his principle, This increase could be the resultof agrowing
awareness of the importance of ambedémg monitgring and Zastmg graciices inthg condrof section of
the annual report and of publicy: disslosing Information: abouf this: However, almost 2 third of the
companies 27 companies-out of 68) did not.acore: Aty points.on'this principle: This ig all- the more
inferesting a5 stakeholders are inereasingly sseldny confirmation orfwhetiér companies: iave ap-
propriate: governance sysiems and. control in place. It is clearfy important 1o publicly disclose this
insormiation. Tax authorities and other govermmeital o;gaéﬁsa_ﬁ_c’rgg are alse paying creasing attention
to how companies embied monioring and lesting,

I tax: mantioned Ty the control sectios
of the annisk répon?

L Tis mentioned that the intermal andi depart- | en, B rmar 1L
SE 2T L rnantis invnlvad in monitosing tee contol? | 35%_: B2% ¢
risk managermentincluded I8 1 aeni L paa
pm’t rig o the U cemmttee’f‘ ' zﬁ-/"' A1

' 2_3-: ¥
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TAK TAAMBPAREREY ARHCHMARE £01E

FAD
Why: should the infernal audit deparfment be: invoived i monitoring fax control and wiiy:
should tax risk management be included in the reporting 1 the audit commitiee?

Inwoiementof the nteroal audi departiient inmonfforlng tax.control and e rigk. management:
“provides stakehoiders with the assurance that these progesses dre i place and funclioning correcty.
Ingluding this information rethe annual report demonstrates that there is resular monitaring, testing
and mainterance of the oy eomdrol ramework, This level of clarityis important. as it aives stakehalders:
#more.clear and refiable.view om, for instanee, hestax strategy, fax posttion and efficacy of the ty
risk management systen:

Agten s an intagral part of doiig bugingss; @ tax confrof framewsrk s anintegral pard af the businass:
cantrol framework, As suchy, when considerdng (Dutehy corporate govarmance:codes; the fax control
frameyork is the responsibifity of the audit commities or broader supervisory board members.

WL 0 o L
e A eySaty oaet I okdar g e
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THE THAHSRAREHOT BENCHIMARE 7078

E Provide tax assurance

‘Aoompany should be prepared to provide additional 1ax information fo reulatars, taxaithorities and
oies stakefolders in ordes o provide A certain lve of assucanse In regard fotax date and processes.
THig tax assirance shoutd be based on the implementation and outoome of the five aforementioned
principles.

Tor sEDters:
“Betarhed, BinckBameend KFN - alkstorad 2 oul of 3 phints

Aesulls
Compared with lastyear'sdindings, the-average amount of points swarded for this principle has:seen:

aminimal intraase:of 1% poinE With thissmall increase, this principle- 6 stilt the frinciple on which:
e companies previde: by far-the Jeast fransparency. The small inerease 1§ caused: by-the fact that-

4% of cumpanies-state that théy aré participating 1y 4 co-operative compliancs: programme it
the fax authorities {which is.called horizontal monitoring! in the: Netherlands). This g an increass of
Wy paints comparedto last-year:

However, i mast cases, so-operative compliancs Tequires some’ sort of fax assirance tovwards tax
authorities, mastly onthe initiative of axpayers: Very few companiesprovids a Tax In-Confrof Slate-
ment and aona of the. eomparies provide third: party e assurance. In the Netherlands, siternal tax
assuranivg — other than Hie mandatory assirance of the tax paragraphy in:the annual accounts ~ g
leark nobyet on the mdarof companles or the{ay administration,

feanwhile, in other countries-we do ses & frend ol adrifional axlernal assurance; specifically fn-

‘wardg by authorities, For éxarpla, in the United Kingrom the Senior Actounting Oficer {SAD} of’

large- carapanias is requirat fo report to HMRE on the:adequacy of the company's fax accounting
systams fdr producing an accurate tay return. i Australia; 4 form of requiated self-assessment i

Implermerntet, requiring audiors tostan-off orithe torporate ncoma taxretu of farge somparies:

(Towell, 2014517

5 By gl GermiEn i Inesslion; et s e ity of 2B I 2 s cOmtent danmwrt, 1 S mibang inioreech:
and e enmpany basro ta conteod hamewbeein late, 11 deamed fiat oz pamonny hascomumitted 2 ereies) feabid) offenes
{Bunesminizteriuin ver Finazan; 20155
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TARTARES RARENGY S EREN AN B018 ploy

THird party tax #sstrance. towards tax.althoritizs. could imply statistical sampling by.a third party
Ina mander approved by the Tax authoriies. A eountry examgle of third-party asstrance towdrds:
fae au thosfties is Mexfco. In: Madice invilees must cortaln a digital x sfamp in order to:be congh-
.deraa valid, Yhese stamps are provided by sertified third parties: (called PACS] which are approves:
by ine Mezican tax auﬂwrzt;e& Fhig:is-to prevent fake invoices and to provide a clear view on the:
-amouat of faes comparies “é‘«’.e ag Gredit or-dabit The companies that want 16.6e certified by
PACs needto pass tirough.a process and. meet several requirements-from fhe government. For
His reason we wold expect farpe caniganies 16 be-abld-to giobide third party assurance uthe
near fiturs. '

[ogs the company provide: 9%

29| 1y in-Contret Staterant?

B% :

|| D085 the company provide:shird parly LT 1
e Tk assuranceto stakeholders? -u-u/‘_" - B i

Dossthe sompany particlpats i a P
31| co-opestive compliante prograri? : _34?/9- : % i
' {irFthe: headduarier counteyy, :

- Hgme 13 Percer:tage of campames that are trans;:arent aho: thr tax asaurance

S et R it e e 3 A AL
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TAX TRANSEARENGY BENGHMARK 2016 4 comparative - siudy of 88 Thiiph listed companies

FAQH
What is the added value of a Tax In-Control Statement?

AniIn-Conirol Statement refers to a stalament from the hoard {or executive. level) that the organisation.

igin control-of its risks and-that the financial output canche felled on. Fran 4 tax perspactive, com-
munlcating that there fs:3 Tax In:Control Statemient gives transpareney over-the involvemant. of
the board.pn tax; attention for the conirals on taxes:and the conflrmation that the qiality of the-ta%
position istrustwerthy and the:tax returns arg-corect:

Itis impirtant for stakeholders o be ableto determine whether, and fo what éxtent, a company i in

gontrol of its taxaffairs. ATax In-Control statement, which managing directars perodically and expli-:
citly: report.orithe extentfo whichithe cnmpany is:inf eantrol of its-tax affairs, shpulates the imporfance:

of the company in' question helng in contml wher it comes 19 tax: I ordar fo-provide greater assurance
onthis Tax In-€onfrol Sfatément, 2 company.could alsp:aceompanyitwitha report by an'independent
assurange provider, This repart shoudd ashere to'existing internationally recoanised auditing standards
{ISAE 3402, fogether with ISAE 3000-and ISES 4000, which-Is a soundbasis for an auditing standard
regarding:the moni.t_oﬂﬁg'uT tax.contral, J.& theax contotframeivork):. Cambined with Hig:company’s:

Tax [n-Control Statement, this would pravide the-assurance required by slakeholders regarding. the:

management:of tax Tisks:

FAQ:
Why does having our-annual report audited by.one of the: Big-Four and/or participating in
a co-vperative compliance programme nof count as providing hird party tax assurance?

Athird party can provide assurance o the risk:taxonomy (tax data and tax grocessesy of 4 campany.
Thig'gaes beyond the reqular {mandatory). audit asit requires:a more: indepth audit,

Participating in 4 eo-ofierative compliance’ pragramme: means that'there s an‘agreement or mistial
trust, ransparency and understanding: This obliges a:company foworkon having ataxcontrol framemork
in place; and-to furiher develon it However, this doss ot assurd the matlrity.and giedify of the tax.control
ramwm“n, aﬁd doesn’t tuew‘oje oialify as thitd pm“‘y, assurance: Despite that there s some:teinfors

al'_report arid. the as-

T he: aud:t af an: a_n_nual r,ep.o.r.t .and -tne» assuranca engage.m_e.ni_.of | sustamab Iny r,epof.t,are alm,ed,
af performing toestablish procedirgs whether such: refiorts comply with particilar eriterid, such
as respectively:the International Finaricial Reporting Standards orthe 64 Guidelines.of Giobal Re-
forting Initiative,
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FREERANSPARERS L ENGIMARYT 2006 £ 2o

6. Recommendations

The:multinational gFganisations have demonstraied progress regarding tax ransparency
in 2015 The average transparency rating of the companies Ty scope increased from 26% in. 2015 to
3% 102076 However, whileihe number of companiss scoring & minimat amount of points {0 10§
'has.d'emeas_ed_,.fmm' 55%, thefigure stibstands at s relati’ve_ly:hi'g_h &7%: Thersfore there s shilf room
f0r furiher. imgrovement, The recommendations oltiinéd: below arg baser.on theresults of the Tax
Transparericy Benchmark 2018

‘To muftinational companies

Governance

*  Drganise 4 proacive dialogue about your tax strategy, with the differsnt stakenolders,
stchias investors; NGOs, irade unions, dovernmenis and clients, and ensure Hathis ls an
angaing process.

« Kesy the Executive Bodrd up o date and share knowledde about the fax slrateny,.

- Incarparate your fax gnd GSRstrategy inthe decision-making progesses,

Strategy

« Do et treatiag i isolation” when desioning & tax strategy, see tx ag part of both vour
Broater business and your (SR strategy:

* ngludetakin e business control and governancd risk framewark.

Implementation

= Based ondhe tax strategy; createstax criteria that are impleméntable (desigr them irt
iy thabyou can actisily-worle with them i your dally opsrationg).

s Implement; execute and monitor thedax sirategy and criteria i the company’s business-
operations: and include KPIS for the-tax de;}.&rﬁménf, '

» Pdise awareness around teand the girategy. by a;gaﬂj’s%nq.iraméng;a_rxd-mmmunicatioa
programimes o an.ongoing basis: '

« Provide comfort fostakehoiders o the execuifon of the-tax stralogy (including risk
‘mdnagement; by communicating in'a ¢lear way via:publicty availabie documsntation.

Accountability

» - Consiger reporing o your-corporate ingore lakes and nifier axes, sueh ag VAT,
wage taxes and withholding takes; o a coUntry-Dy-country. hasls. Givea morgLomplete:
piciure by including information.on revenues, profits, assets and FTEs unthe same basis,



TAX TRANSPARENCY BENCHMARK 2018 & comparafive-sfudy of 88 Ruteh fisied compiniss:

To tax authorities
#  Increase the trarisparency of compliance' management strategies-and accountability on
tax-affairs-with companies.
&  Be'transparent about hiow rules are-applied.
To NGOs:
+  Crgale an dpeiiand construsiive dialugue with companiss and 6Gus an encouraging then
to'change: Differentiate i approachi for the Teaders and the laggards;
= Providg comipanigs. with.bast practices regarding responsible and transparent tax
behavigur;
*  Donotoniy-focus on muftinationals and tax advisars: but alse on tax-administrations.
»  Enter into'dialogu Wity gevemmirits to promote transparency.

To.tax-advisary firms:
+ Sgetaxina broades context, fot.only from & lggal perspective,
»  Promote responsible fax behaviour and supportak transparency initiatives of comparies.
Dare fa-have a robust dizlogis on this topic..
»  Apply thefimystax code of conduct;
*  Eisirg aligiment of tax advice with the clients tax strategy:

To investors
»  Desigrand implémenta fax strateqy (with.criferia) that applies to-ay your ownorganisation.
b).vour iivestmentsiand ¢} Row-youl Striicture your investments,
*  Integrate tax in the-valuation of investee.campanigs by including it in investment dnd
ESG pulicles: Collaborate with stakeholders fo develop:comimon standards,
s:  Enfer into a-dialogue wilh portfolio:companies enthe public and politial debate on
Fesporisible and transparent {ax behaviour
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TAATRNTEPARENCT BERDHHARK 2018 & G0 fgarang

Appencix A:
Jury report 2016

The: iy is pleased 1o/ see that fransparency 0f tax i Improving. THIs ifnrovement in-
cludedt ek only more extended quantiative data, fut alse more detalied guatifative as storytelling i
formmation wag Incllided 1o explain the company's 1ax strategy 1o noreprofessionals,

Jury membiers

The jury consists of four members acting in thelr persorial eapacity who dre appgisted by the V800,

The fury'ts independerit from tHe VBDO and is formed by the tollowwing mérbers:

»  Hans Gribnau, Professdr Tas Law af Tiburg University-and Leiden University;

* “Viior van Karimier; Director Tax Services ot the inférisitional Bureals of Fiseal Documentation
(JBF D) and Professor Tax Poficy at Hirecht University

& Carolavar Eamoer, Head Govemanee and Active Owncrship af Robaers

» Francis Weyzly, Policy advisor-at Ofam Noyib.,

‘Nominees:
Thejury discussed the top 10 Gompaiies that scored highoest i the Tax T_rﬁanggareaqy Benchmark
2016, SN Unilever, Shell; Bandstad Segor, NG Groug; KPN; N8 Graup, Pabobsnk and Vasings

Winner

Fromife neminees,; the jury selected the winner based orihe Tollowing criteria:
= -Beoreand andlyais performed by g VBDD:

= Deptthoftaysirategy:

= Embedding of e sirategy inta 1he organisation;

« Sector andine avallabiityof iegistation.

The fury wolld like-to- congratufate DEM on.-winming the Tax Transparency Award 2018, This.was o
Lnagimous. decisinm

DM waz thertog scoring eomipany in the benchmark: The cormipany performed well oecall principiss
and especially o the questions/that indicated & infringic: mottvation. of DM in:improving: on-fax
transparericy siueh as the Biatds and progress of the implemgntation and execution of the tax strateqy.

£2
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-’mﬁ_-'rH_ﬁﬂ_i?hﬂ_ﬁm;‘! RENEHMARK 2UT5 A somosarpdive siudy of 48 L:’}u;f;ﬁ figded b

Furthermore, fhe compdny helps readers witdare notfiscally sdudated o hive o inteepret the fax

strategy. Thig s comparable-with Unilever,

Large improvements.

Thaer jury sl noted:tiree companiesthat showee s farpe foprovement in-sente i enmparison with last
year: These ars NG Group; BinckBank.ang Yastned. These companiss-were [aggards in last year's
benchmark and showed fak mugh progress s made:and thatthey aré now frant-running compe-
nies Thig g impressive. i:e:ﬁausﬁ-ndrmal?_y- prodress goes showly-Ir targer companies aﬂ_d_!herafare.
itshows that with the rigft eomimifroent at the fopa diffarence.canbe mate Tn & short timeframe.

Recoituriendations: for next year:

£ar next year, the jury' recommends including moreinfermationaf companies: also non-feted fargs
companies, both ariginally Dutch and imermatinnal companies with-a headguarterin 1 Netherfands:
Thg study ldeemed lesy elavant for the smialler, comparies and that mainly.dperate n 1e Nethor

{ands these shotld fherefors nat be inclided inthe stidy; Furthesmors, i recommended that besldes

irangparency, e YBOOshould also focus on bow responsible the taxation of the comganias was, An

example-was provisded of 2 company that was ransparsnt about s angresdive tax-trafeyy. Tokeep

the next Tax Transparency Benchmark compargbie with elirrentadifion; this coidd be done via an ad-

diioral questioonalre. Fnally the Jury siso indicated 16 change the questionnairg should be. changad

fram-yes/ng 1o maltiple options 1o tetter diversify between the companies.,

63
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TEE TRENSEAREHI SENGHMBALZ0T8 A s

R

10,

Thig appendix containg a-compretiénsive list of alf indicators and their respective

seores

Defing and communicate 3 clear strategy

Daes e company communitate jts-views o tae? (g.gin the anndal repert/
8B report £ wehsils £ oiher:

Hag the company’s tax steatedy/galicy Been partof the dialogue with te
eompany's stakeholders? (nchuding investors and tuil soriely srganisations]
Dees the company expiiin to what extent the stakeholder dialogug Has
influenced the taxstratogy/polioy?

I3 vigion of the company’s'felationiship:with the tax: authostes included
In-thetax siralegy?

Does the company ses fax a8 part of its corpurate sbcfat responsibility?
Have the KPls of the tax departmert Seeri clearly sommunicated
Doesthe audit committes review the tax strafegy?

and gxecition of thetax sirateqy?

Tax.must Be aligned with the business and is riet
profit centre by Hseff

Does ihe companystate 1iat is business arerations: are leading i seffing
up interational structures, Le:, $hat it declarag profits and pays taxes where
e seonemie activity oooues?

Dpes the company explicitly state that It does ot usec'tax havens®

for tax avoldance?

64
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TAX TRANSPARENCY BEMCHMAHK 2016 A comparative study-of 68 Ouich fisted companias

11
12
13:

14

15

16;

17

18

18.

20,

2t

‘Tay rate

Isthere anléfféq._tiye.--.!ax rate to statutory-tax rate reconciliation?
Js:the-origin: of the-differénce explaimed:in:detail? (Quantitative-and qualitative
Is thgrean explanation for this difference between cash tax paid and’

thie: effective tax rate®

Is:the impact of tax on earnings per sha_re: discussed’Ins the:dnnual report?

Eouptry-by:country reporting

Does the company report.or the. (potentialy impact of Couritry-by-Gouniry
Reporting regulations?

O shat basis dogs the company report on corparate income-tax?

s Country

* Begion

»  -Segment/Business Unif:

« Company-wide

iFthe company reports o corparate‘incometax o a geegraphic. or:segment

basis, does the company dlsp’ provide information on reventiss, profits, assets
and FTEg on'this: basis?

“Total tax rate

Does the-company provide information. an {axes other than: corporale income tax?

{VAT, withholding taxes, Wage takes, #tc)

On:what basis is this done?
& Counfry

+ Region

. Segment

= Company-wide

Kespect the: spirit.of the Faw. Tax.compliant behaviouris:the norm
Doesttie: company explicitly cammunicafe that its tax plaiining strategy is
based:on the spiiit of the law?:

Dnes the: compariy Have.a-progran in place on Foww ta deal with
tax'dilemmas for its tax; legal and compliance officers?

65
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FAX TRANSPARENCY BENCHMARK-Z046 A comparative study of 68 Duieh tisied companies:

22
23,

24,
23,

76,
27.;
28.
2q,

‘a0,
3,

Know and manage: tax risks:

Does the company explicitly describe: its tax risk appetite?

Does the ¢ompany report any tax risks, including:

financial, regulatdry of repisational risks? '

Arethe tax risks described in detail? (ot just-as an enumeration
is therea description of the-company's response to these tax risks?

Manifor and test fax conirols

Is'tax mentioned in‘the.control sestion of the:annual repert?*

is mentloned that the Intertial-audi{ departmentis involved in’

moniforing tax-controf¥

la tax rigk midnagement iricludei in the: feptrtinio 10 the dudit cominiittae?

Provide tax assurance

Does the company:provide:a Tax In=controt statement?

Does the company provide third party. tax assirance. to:stakeholders?
Does the: company participate I a co-operative’ compliance programme?
(in the fieadquarters country)
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GEFETE TO.C5K

This gublicaticn isthe resultof 4 int projest of Qikos and thaVBD0 tHat sriced mars:

o pwnyears ago We B That, afver the Tirmoli thal The

§ S nehavious of sevars] comganies

ek It 0. T resglt

Trnpagt ot reputation of thease o 2valug, Meanwhils, the Furapean

Farllament aereed tharthe tan noicy was nart of the corparate social cesponsibilityof 2

eonesiiyg Byl what doesthisimeant Townal g

G transparency Hoigs doopgs

ring ok the 1rust In someof these compariies? How i deal with theetiical dlement in
this gl

ion What i fair . andnow doswe geal withv i

 EGUITEITENTE I 4 5

changing and Uncgciain enviropmant? To-whed sxfentdo companied e to 1

i the opinions

drt interests of war

ds stakehelder Zioupgintd soogunty

This publleatigrcsnnat supply 4n Answes gl of 1

Ao struciyring the discussibn and stasr d dalogus, afteddenl

aruf sonizts) evirgnmant, 4 mumbar of las govarnaine pnnc;m.ies'atff being i

susterd; The

[, 0 e mentatign @il vare per company and should be the result of & discussion

sfcetinfdars, 1t s & prerequisite that the rgapmsibiiiw for thie paliny, the guslitd of the

sation and the levelof reps

g _;'__i'\(;_u!c_J.be-_;:jl- : .h‘mcu ofthe board, not mersly in

‘the handsod the Tiscel experrs

THiS putization ook

2 nf responsibie:tar from virious angles; duetothe rather

unusakoanpesation botween MG 05

s, angd the

dringindustiry. We hopathat
orhers «ill join thizeooperation,

W wani o thack Pwi forshals axtansi

sinput angd supoort during ths grocessand 1200

for thelr Briarisial supnony 4s thiz ivbut afitst fin-'p i luné, orofess - w arelogking torward

pedback of gt ;ta%(__ehr:ilrj_grs, nng gl

v, thie reater, Weowill cestaingy

‘apprediate sbyour comiments and suggest

g5

rhvard varderSehiull Exdeutive Dirdetor Ofkos

6
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GOUGEAL GUVESHANCE (N THANSITION, TRANIEEN Lisn THE TAX DEBATE To cyn

Executive

The: way of doing businass:is in feanition. 4 shift n the mportance of nabiral and social
sapital tias Jer 40 4 new perspactive gr-the rile of slakeholders. Dompanies.are gngaged I
& dialogue with mattiple stakeholders 1o define what corpotate soclal raspansiaiiity reang
forBelr buginess,

Iri-this publication we'dddress the fopic of “tax’. Tax ofien regnrded 25 a0 ohbligatory
buredlen fora cmﬁpanyfs.pmfitﬁ. e, this perspective does not seerm o helg réstoring: st withy
staksholdérs, Inthe era of fraraparency compantes sre avisible part of sodlety, and as such
have & rez;g{:nﬁliji!i'zy terpantribute to i T hetefo}‘ef we think that defi_;:irag:a' r&s_gonzib%_e.t’ax.
strategy is part of corporaté soclal responsibility, We Hope Lo coptribuie toa balanced debaie
qrv et good WY gobermanos means for to mipAiies,

e our study we found that same companies already make efforts In thelr eporting.en
1ax. A general cohesiVe approsch.of good tai governanice from o stritegie 5% midnagarment
and (38 pérspective st facking. C5K 15 about creating shared value, Pt s oast of €5/
should als0 Be seernas aninstrament td cramte shiared value and not just o3 3ot We believe
thatbe discussion about goad fox governance is.onethat should benefir alf and could: abso:
halgds ayardstick for acting inanever riog transparént fscal world, VAL uhderstanding:
wach-stakehoider positlon we hope 1o fielp Lo creste 2 common angusge: on-what gnod Tax
governance.cottd bednd o creéate miore understanding Betwesn miyltinational operating
‘cormpamies tae sdministrations, advisors and the oubilic,

1. Companies should define and-comspunicale 4 plagr stralay.on Ta¥ dovernaney
. Tax must be aligned with the husiness and it s nigt # profit cenbre by ilsels

3. Bespest the spiril of the fav. Tax compliant béhaviouris the norm

4, Kngw and manags tax risks
5. Manitor arid festtax sontesls
. Provide Tax assuranse

Tain 5 C5R deseives serious boardroosn and governeridnt attention; We hope this publication
sl stimutate that ohijes
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HMowsdave sustainatility and corporate sotial responsibifity (CSH) nave become I
sses for dlmost suery business. Mostlisted companies make: an sHori1o define s

norant]
CSH policy; they have 2 sustainability depariment and sustainaility is part of the erteria for
rémuneration of bodrd membrs. Somie CBRA themes, sunk as enviroiimantal measurement
and managerent, have baen devaloped and operationalized indn advdnced stage: Oiners,
fidwever die SEo.w.ly..a_me_rg.éfrag-_mz_- the CSR _ﬁg_ﬁﬁﬁf& Tax is-0ne of ther,

d.v&'f’"!h_;é last years, tax p_a_figg'and tax avoiddree schemes have drawn the adention
of mediz and politics, often resilting o negative publicity.andharmeard reputations,

I Gipod Tax Governunes By Transition. Transcending the. bax debute to. C58 we wil
fry-to open the debate o hew tax could beregacded 4y parb ol 3 company's corporats
sohcial fespansibility Siratsey
ratioral, i order to-dévelon dood taw governance today, we feel that more thad just
pperational excellence should betaken into account, A elear vision o tax fe.g why do
awe piy it at all?) ang ethivs are Impdriant deexd.

By means of thispublization weldniend 1o give @ positive twist o asubject that has
turfied into:d match bebween those who'Bre gulded by ethical principlesalone and those
who ciing o the Jetter of the lawoin order to justify thair tax behaviour

fn ebapter v wesilk Bxptain the relevarce uf tax as integrated part of o company’s
€5 poliey: I the following capter wowill deseribe the current status of tax as part of cor-
ooratg respousibility. Welwill apalyse current policies of Dutch companies, and givesome
oging out that we need fo charde pur pespective on feporting and the language we tise in
o reports, i the-final chagter we provide d conceptof guiding principles for gopd tax go-
wernance and a holistic approschon tax o facilitate the discussion. Followingthese princé
ples.we will end with some ool for thought and describe dilemmas companies:and

cormpetent authorities face,
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SBOOD TAX GOVERNANCE IN TRANSITION, TRANSCENDING THETAX DERATE TQ £5R

Taxisthard )y ever part of the core business of a.company; Usuallytax reporting is a5
signad:-fo in- and external-) tax.experts-and left putside:the bodardroom. However, with.
recent attention’ of the: press rggarﬁd.in'g;.:tax‘-i's:sLies'.and the.miny transpareney--aid anti-
avgidance initiatives?, we:are convincedithat tax should be part of the corporate respon-
sibility strategy of companies and should as sueh beintegrated throughouy the business.
Thatiis;the reasan why wesjgined forces im-writing this publication; as we hope for 2 wide,
addience

For ekample Base Erosianand Frofit Shifting (BERS) fnitiated by the OECH di” Catntey: By Country. Reparting i the
Egranéan Union.
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21 *Taxis where the envivanment was 10 years age”

12004 itwas deffesy Owsns, former director, Centrefor Tax Policy and Administration

G years. azo’s, Tenyears later

atithe OECD, whosaid: “ray fsawhere the enyironmant wz

thereis litileronerate newsito regort This statementstill provides an impoitant péripective
anytoday's.debate ontax and gorporate social responsibility; it leadsio the fuestion what
we:can lBari abéut good tax governance i we take'd good [ook at fidw organizations have
dealtwith the prassureof stakeholders concerningtheir environmental and social imipacts,
Wher it comés z_q_c_iasgic CER-thémes, we s_.eé;thai_masw- companiestend o invest morg in
reduring theicenvironmental or social footprint than the international law preseribes. How
different was Friedman'sview.on CSRin 1970: “There isons and anlyong ;s(:a-:ial_ résponsi-
Bliity.of buisinsss - to useits resources and engage inactivities.designed to'ingrease jts pros
fits 50 long as it stays within the diles of the garmie! 7 This vision no loAger applies to most
activities businesses engage N Forinstance 3ead§ngﬁtom_paﬂ,fes ifi the"Dutch'tex‘t‘zle-industg\,f
navesigned avoluntary agraement o Javest in human dehts i their supply chiain, reaching,

Uty &g, Bargiadestito reduce negative soclsl impacts (such as:the Rand Plazz Disaster
it Barigladeshl, If hispridr rights and evvironment have émarged on the corpérate social

smsnonsibility agenda, then why.should this pot he the case for tay?

2.2 Why we pay taxes

Although citizens and businesses consider taxes alike as o.cost, Ario van Efsden (Fart-
ner at E&YY points gut that: “Tox fs distribution of profits: That puts taxin thesame cdte-

gory.as dividend - o refurn to stakeholders [y the enterprise: This reflects the foct
sompanies.donal ticke profit.mizrely by using investaf"s'cqpiﬁd.’,. they alsoiseg the socigties
in which they dpergte, whether that is the:physical structure, the people the state Aos edu-
crited orthg legakinfrostryctiire” Ris Qr]ﬁicaiiﬁ;:acciaimed book A Thdory of fustice’ John

iFinaneial Tiedns 200G} The tan dvaitdncs siory aga inoraliiyiale” lovemiber 23, 2004

¥ Friudiniar, M (3000] HevYork Tiries Magaiite, Septéintiar 1970;

A an (20131 The Befatipnship. bidween Corpordts-Social Respdnsinlites sind Tak: Unkowroand unlbyed
ieview, 2013

-

# -Blisen
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SODETAAGOVERNANCE I FRANSITION Th2BALENDIND IHE B DERATE T 28]

Rawls describes sogieties ds d cooparative ventire for mittudl advantage whosg commiit-
rrigirits dermznd restprocity In broad-teems, a.1a% gaymen-f.should- therafnre notbeseen ds
misfities that contributarh fo:the wWealth creation in the Tirst place:’
Anissus thet has been.addressed by NGO isithe negative impact aggressive taxaygk
-daneg can have orisecieties, aspecially in developing’tountries. in-2010 Global Financial
?ﬁtegrity calculated that between 200%and 2007 daveloping counties lost around 107 bil-

lign dollars i tax reveniye, duetotransfer mispricing” Qriihe one hand, developingcoun-

tries strugeléto receive tax revenue morder fo Therease the national budgst, while on.the
cifer fand, they alm td atirast inveéstments, We oseria-that the dutfliow of capital ir.de-
-wgloping cauntries exceeds the: inflow of capital, with the fargest outflow of capital being
an: ilicit ories A3 Norad, a Nosveglan NGO plts I "the African codtinent is r?c_fg'in;_h_a{tug.al
rescureesand ma ny-coun__tri_es i Africaare experiencing hedlthy ecoriomic growih, Nong-
theless ligtle of this growth is benefiting the peor Die t_b_' tax exemptionsiand evasion, the
ta congribistion ofmany compdnies dnd: individials is dlose 1o ﬂegiig_ihl'e;-”?h.iﬁi meansthat
entire.societies lose pul.on vast revenuss which coultd have been used inareas such as in-
frastructure, education ard heakh rarg””

Asthe UK Coroperative Bank states:“One of themost effective ways that businesses

can contributeto poverty reduction is:fo pay.income tax iy d.eva!a_pin’g; countrigs® Soveral

studies have shownthat:there'is a positive correlation betweerstax and developrent® 2,
Notanlewill revenues increase, Taxation silialsd leadiomdisinbutionand ibsipportstng
impligit:social contract dnd legitimacy of thesstate, et ey creating meressiabiifng,
BUtalse id the rest of theworld;, while Belrig faced with aistérity.cuts, the general
_publig: HEE] b.ecﬂme.highi\,{ critical of companies thatemployageressivetax avgidance tactics

ainck by doing:so shift the fiscal burder 1o the rest of Society

ascertdined that 89% af the general pubilic in Europewants:strictér regulation agdinst tax

The: EuraBaromerer sirvey

i Rowls Jh(ia?.iﬁ"’.xi'fﬁesrycfi_uxti:e”'

i rgastaidatytics (ZOYEL Ity Time fo Colf for Morg Respenibifltr iailtingtiongl Carpordtions dnd Tox Transparsnsy:

A Guide for Responsible lnvestors”

Ginbal Firanclal inteeriti (2000} “The.irmplivd 1% reventd tosses fraoy irode mispricing® p. 147

4 paker, W 2UG5) Copitliam's Achiles Heel!

‘ radind/en .

4 Gopepbed, T Martingzazaue, b, 5 2hirg; L {2031 PUblE Policies ong FDELaeativn: Ditferendes etwsen feveloping
g Ueveloped Countries® Frandrciiiv: SUBHE Finados Analysis, 672), 111-181 - ’ ’

2 taines, 5, 12089 ) Incentives and investments; BVidencs drd Paficy Imaticitions’ \Wastington, DE: World Bink!

% pliham, 8.(20050) oaation policyand development’. Econormy Anolysls e 2

SO 26131 Avaiding Tax i Tines of Ausienits Energivs de Fortugut (EDFEand the Sole of the Metherlands in

T Aupitidnce ia Elrope”
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GOOD TAX SOVERNANCE (N TRANEITION, TRANSCENDING THE TA% DEBATE TO' CSR

avdidance.® Andrew Witty, CEO of Glaxesmithkline made:the following observation:
s rea!ly belisveone of the reasans we've seen g erasion of trust; broqdly, in:big companies.

is they've allowed thiemselves to he seen.gs being detachedfrom society. and-they will-float
in-and-out of societies Geearding. to-what the tex regire is. [ think that’s compn'et_e{y. wrong”* %
Public frustration.over-the fairshare-debate has showcased taxas a.mordl phenemenen.
Apurelyiegal technical approach to the issugwill not protect companies from charges
afirresponsibilifty and associdted reputational damage and eroding brand value.is

2.3 *Thethigkngss of a grisan wall”

Broddiy speaking CSR can:-big ccin.sid'er‘éc_i'as. @ Corpo ratef's;'i il soeiety: ActionAid!?
; ity tha fcorporate responsibility
needs_,o be drawn morewidelythan moral’ ' nmderatmns anly; and ineludes both:
= the considergtion of g business’s impact on saciety.and the-epvironment,. beyondits:

obligatior i comply with the letter of the low
=-the corsideration of the:patential imipoct of enviranmental and socialissues dan o
-Business’s long-term performance:

CSR therefore dlsg.medns g sogially respansible view.on law. Ta¥ pracfitiofers dnd

corporations:often pdint out that fax-evasion s illegal while tax optimization:fs legal and

compliant with the 4

“thickness of 3 girison-wal*** ‘Because of this grev ared of law. actual behavigur becomes
@ factor of importance when making decisions-on tax: planning schemes. Sustainalytics
identified a:spectrum: of ta% behavigur ranging fram evasion to mitigaticn 2 Besiddsithe

contrasthetweeri legaland illegal, we should make a difference hetweenrespansible and
irresponsible:tax planning.

M- The Elirobarameteris plblished an:http:#/éc siirops:gix
- The Guardian (201 1)*Andrew: Wittey of GSK' Big firms fiave oliowed themiselves fo be seen as detnched fron society”

3d (20U} Tax and sustainabifity. 4 frameark Jor businessesond socinl) ible-favestors? pi

i Actiondid {2011) > Tax resgonsibilitys: The usines ak&furmakmg a:acwpamte rzsponsi.bthryusue ‘ol

# Denls Healey: formes UKCHancalior of the Exchiedqaer.as auoted In: Eiiffe; £ {20111 The THickiess of & Prisor Wall -
When Does Tox Avaiddnce Become a-Crimitial Dffence?™ Névi Zleqla_r,\d Business:Law Quarterly Vol.17, 90, 4, pp: 441-456;
December 2011

3% Sustainalytics (2013] i’ Time fo. Coll for Mors. fi ibility: Multinational €orporations and Tax Transparency;
A Gulde for Responisiblé Investarm® : ) ' ' '
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Howevar:ln practice, the'haundary befweén tax evasion ard fax.
avoidanceisupfor interpretation-and the difference, as it has been famously.said, is the:
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S00DTAK GOVERNANCE IN TRANSITION TRANSCENDING THE TAX DEBATE TO. C5R:

2:4 Political developments

Theabove paragraph.illustigtes that lawalone cannot Bring businiess. and.society back
together: However, @ number af pohtlc 'dec!aranons were made and (nion-J legislative
WEre : ation -Ata global level the

current BERS action plan at-the OECD lsthe mgst |mporta nt:process: The:core pillars:of this

gction:plam drethe cofierencé of corpgratetax at-an international level, realignment of

“taxation, and sibstance and transparency, coupled with dertainty and}_predictability.’ Tai: pilat:
it concretely, this will indude model treaty provisions coneérnirig:the substance-of com-
pani.és that'wantr to. u‘s'e' reeaty benefits, a proposal for cointry-by-coiintry réporting:and

matlon exchange, whlch focuses on; tranSpa rency hetween tax autharmes and w:II replace

the current system of information on reguest. An: initiative: by thie OFCH, Tax Inspectars

without: Borders; supports developing nations to:close tax loopholes and improve the:
effectiveness of theirtax regimes.

Withir the EUs niimber of proposais have been introduyced. Aftér-stricter trans;:arency
' ) try2® and. the bank
sector the'Edropean Commission is Keem-or ntroducmg country:k

by-country reporting
forall seetors The Mother-Subsidiary Directive is momentarily-also up forrevision,. with
apropasal including national anti-abluse clauses and an initiativ th tackle hybrid (oans;

2.5 ‘Shared value'

What s clearly illustrated in the fair tax debate isthat the number of key stakeholders
hias grown rapidty; The tax inspectoris no longer the only key:stakeholder, as almost every
citizeriTn the country seems o be:partiof a growing group of stakeholders, This hasingited
eompaniesid redefine:the purpose oftheir corpération and tolearnhow to [egitimize their
'busmﬁe'ss:.a gain. As Michael Porterand Mark Kra mierwrote in 2013 "Companies must take
the lead:in bringing business and:society-bock together: The'solution lies-in the: principle:of
creating shared value; which iivolves creating Beondimic value in ¢ Way thatalso cregtes
valye: for society by addressing its needs and challenges.. The purpose:of the corporation

7 Eorgpean Trangparncy Dirertive drid te Accalinting irective

#-7he Capital Requirgments Dirpctive
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GO0D TAX GOMERNANCE [N TRANSITION , TRANSCENDING THE TAX DEBATETO CSR

must be redefined.as crevting shared value, not-just profit per.se; This will drive the: next:
Y growth... "% These citations fromi Porter’s arficlé seen:

wove of innovation angt produyctis
{o'be-a valuable contribution to the-fairtax debate, Porterimplicitly argues that companies:
canereate economicvalue byaddressing the existing frustrations in-society around fair tax:
As:faxisa:shared valug and shared value'is-the eore business: of CSR, tax planning can: no
Iongef be cansidersd to:be.ayiside the scope of the CSR@gerida;

2 :pamer,. M:and Kkamer M, {2011):*Creating Shared Volye™ Harvaid Business feview; JanuarylF.ghruarv:ZOM

5]
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To gaini 2 general understanding of the cirrent status of how.companies repari.on fax
regarding the above issues, wa haug nokad int pubicly avallable infarmation proviged
by variouslisted companies o the Netherands..

31 Ta

Arategy

Tave shrlegy arii_f carporate repytation are more and rogee-seen asa busingss issue’”. For

this teason, we were interested fofing out If and to-wihat Sxtént companies report thelr
tax strategy, YROO has dong resesrch orowhether compaiies have commuricated theirtax

stratagy for financial year 2007 2. Skby-ning companies werg intlidsd inthair review, OF

these cornpanies. seven have pubfished thelr tax stratesy thele annual report and/ oron

e carpomte Website. Fode fompdsies have fentionsd theié tax policy brietly in the ridk

paragrapiy, In total, 16%.0f the companies includedinthe review commuinizate their tax
strategy, Howsver, thethoroughoess Tn which they comemtinicatethelrias strategy I argu-
dhles Althoyghtax bs galning an lnterestamong different stakebolders, the number of com:

igw

pandes dctuatly Comimunicating thelr 14 stralegy seams diite

3.2 Taxas 3 U8R issus in company regorting

OF the sixty-ninecopipanizsintliuded Inthe YR resiaws: anle Tour 8% tormpanies
specifytai a5 2 C5F issus Looking at the gxtensive debate-gn tacwe bave witnessed during
epent years, this number indicatesthat (his discussion dot yer reflects areat changs in

"

the mind-

et of capanies when eomes to tae OFthefour companies that regard tax
as an aspect of CSR; three do this gn.a fairly high-leyél by acknowledging that gaving tais
coniributes to the development of countries. Unileverbas 2 more extansive approachand
isdfius meationad by WBDEY a5 & best pragfice example foe linking tay poliey t £S5,

34 Taxvisk menagement
As taxis aninextrizable pa et of deing businass, B interesting 1o see whethegor not
companies include tk intheir Bioader risk manageme nt Approach, We have reviawed

o Businpss issel 3T gnaush Gloial S50 Sy
: Happariog !
i b T poed e ng

T ISR GUEEINgRY
that VB has added rome

carmfinigs o 1heir datasgt

4 dwen,
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GOOD TAX GOMERNANGE [N TRANSITION, TRANSCENDING THE TAX DEBATE TO CSK

thefinancial year 2012 of the 25.companies listed on the Dutch AEX index with respect-ta
theif réporting on tax risks:and tax risk management.

i total, eight companies frave riot included any tax related risks. Nine: comipanies:
mientioned tax risks; butin-a general manner.and mostly as-an enumeration of itemis, -Of
‘theireviewed companies; -eig_ht'ﬁave included a (company} specific tax risk for which: some
‘Have ingluded risk mitigating factors:

marized inthree catesories?:

‘I; Reputatipnal risk:we fave found several companies:specifically articalating the. risks.
nes‘l,_zltin_g:er’m..non-:compli'a_ncewith: local tax legislation; m_s&me‘.cases,_r’}sk _mitig_ating_;
facters arg incladed; like consilting éxtérnal tax advisors dnd:faving a Tax.control
Framiework:

2. Regime ot regulatory risk; several companies-triention that-operating globally mearis
they are subjectto: taxatior in ma"ny-differenr-cduhtries anid-that tax faws i these
countries can be amended or differently interpreted, Several companies mention-that
‘chianging tax legislation (rising takes) could hava an:adiersé efféct on-the companies’
performance. Seme campanies-alse report the risk of double téxation and risks refating,
to transfer pricing.

3. Financial orinvestor risk; inthis:category we have found compariesteporting on-tax
accounting r_isk's: relating'to:the inability te-utilise deferred tax assetsand/or 1-'é|'ating_f
tothe value:of less carried forward,

3.4 “Taxes paid, colintry by country reporidg

Of the 66'companies (thrée companies only have activities in the Netherlandsy in-
cludedin the VBDO survey?, only 8% reports some sort of country-by-country:information:
‘on tdx. Or, 35 VBDO statey
__plet'ely reports tax ona.cointry-by-country basis. Only.one company _(t;'tgrﬁip‘). shows a com=
plete aiVis_iajn of tax paid pereountry: Four othier conipanies give sorng insight on 4 regional
‘arcountry level of taxes:paid, but-itis still urnclgar whether itis validated with their stake:
holders.:

# b arguéd that dlmosting compary seriously and com-

- ActionAld (20131 Tax fesponsibiling Aninvestor Guider
-2 MBOO{2013) Diizdambeld b beursgenoteerde bedrijven n de versnelling: Rapportoge o ho! LT ey 2013%

17
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GEQOTAX GOVERNANCE [N TRANSITION, TRANSCENDING THE ThX DEFATE 70 €4

45 Taxgovernance; roles and responsihilities:

To gairi an understanding of the impgrtance of tax on-the corporate agenda, we
looked intothe: roles and responsibi
Dot of this reséarch-wie revieweid the finaricial year-2012 annual reports of the AEX listed

< In: arganisatioh's with Fespect to tax. As starting

companies: When tax governance was not-included i fhe-annual report we did a:search
an the carpeiate wabsite, especially:looking at the.Audit Committee Charter;

In'general e €lassified the companiesin thede categories:

1.. Companiesthat onlyincorporate the responsibility:of the supervisory board with respect
to tax?® inthe Audit Commitiee Chiarter on their website: Tax governance is not
ingluded inthe annual report. Seven of the companies inclided in'oUr review fall with this
£ategony:

7. Companiesthat have ingluded tax in.anenumeration of ifems the dudit committee:
siipervised o, No'additional information on tax roles and responisibilities-s provided
in the annual report. Fifteen.companies.inour review fall within this categary,

. ‘Cainpanies that included a mare detailed fist of tax items the' supervisory board looked
2t or compan) es'that included taxin the: company overview and/ or rofes and
responsibilities.of 2 member of the Executive Board. I our review, we found three
companies thatprovide more/information-on:tax rofes and responsibilities.

Ovarallimpression

‘We see-some companies making an effart in‘their repatting on tax: still, a real co-
Hesive approachfartak frema strategic, risk management:and CSR perspective-is lacking.
Developmentsiike BEPS.and cauntry-by-country reporting will fequire companies to dévelog s
broaderviein ori tax trinsparency to enable them to aiticulate-the stosy behind the numbers,
‘0r; asa PwC UK study on tax transparency states: “Tax reporting that is limited te historical
‘cofparateincome tax numbers is unlikely:to be-eng u_.g_h-':‘.-z"

2. Paragraph Jif&:4; Dutch Corpordie Governmica Code.
3 pwE {2013) “Tek: Transparency Building Public Triust; Haw companies dre explatning: their s offals
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4.3 Why do we nead  new business langyage?

Aswe'haverset out iir the chapters above, companies started to change their pers:
pective orthelr corporate responsibility. Thishas led toglobal 'mult_iﬂszakehc}tcﬁéf iriitiztives,
which stil coptinues under the heading of infegrated reporting as.a firststep towards a
néWw commeon business lafgiage. . .

Wiy dig this Initiative galn'such momentiim. in 20017 Referring to interviews with
eighteen.opinion leadees withirthe Buteh-financial system:abeoutthelr perspective on the:

fufuse.of reporting™; not one opinion leader opposedin‘tegr&ted reporting Yes, the world
hag:ehanged and reparting must £hange foo. Board members and’ other declsion makers:

sre atill confromed-with compleXissues; such as Biodivaeity, human rights, clirfate chdnge;

ohasiil

s; and other megafrends: And ortop of alFthat, faistaxand good taxgovernance.
How! can Yo explaln’youf performantewith epard to:suel complex 1siues 1o your staka:
holders? This.shows the need:-for a new comson language,-which enables decision makers.
1o miske Betier informed ecisions relatéd 16 8l those complex issies andito comminicate:

them:to the diversified group of stakenoldees;

4.2 Measuring and managing fotal impast:

& ngw common language for businessfiax decisions

Wehave argusd that tax impact ot only deserves just as.misch atiention as economic;
eavircnmental and socialimpact, but alsowith the samé rigolit asthesetopics dort using,
thes same business larigides, We have Tound politerature which tries 1o explain a new
busiriass langudge whicﬁ parailels the people; planét and profit impact with tawimpact: And
why shoidd-we nottryto benefit fromths lessons learnt inthose other domalng? The'tax:
doraainisaworld which requirgs more than: tax specialists inorder talook at tax impact i

anintegrated manner Thetfollowing disgrams provide:insight intothis notion;

# Bysiofer £ angd Laan; Rovarnder (20135 Veorkouwen of vouy houden? Eauron, 201%
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Figurg 1: Avision gty impact ag pdrtof iodal impact sosme Paly

As Menwyr King, thé-warld’s most farnous advocate of intagratad réporting; stated:
o:_.the world’s jtonit: companies: have reglized thut the intpacts of their dztivities or-their
stokeholders and gererally-on spciety, the environment gnd the economy; are critical.,
integrated thinking requires olf these fcomplext factorsta becdnsidersd o holistic manner,
so:bhdt the compeiy. cdiundedstand, rind make-décisions based:on the overall impact It
fitis o afi ls siakehslders, Totalimpact médsurermiont fri mipagefent is o new ldngunge
fes,.. undto gssist

fo assist companies o understanding the.gveralf impact of thefr acti
therrd [ ridyiid tewdrds intégroted reporting

H: g C 2013} Mepsuring end manoging tatakitapac i A rewlgngunge for bué‘_i_ne:;:;- derisians?
Wiy et/ integetadreporting
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Heath Education Empowerment
i j Cosmirnsirity
1

Livelioods

- GHGs and other’
- Alrgmissions

Environinental
fexess.

Pagple - Propery
texes  Produclion  igxes

g2, Todal bnpact didgrarn with concrete examples fssidd: #ag)

Theee fundamental.ooncepts are 2t siake hard; materality analisis, valug greation
and measuriag imipact. These thrée conteps have Begnfully érmbedded in the {integrated
andsustainability] regorting suldslines that have beenlaunched In 20137, 8ased incaBets
exrpRrience on How compdnies follow the roddmag towards integrated reporting, we coild
alsa depick the roadmap towards zood tax BOVEINANGE:

BTk mlm.‘;a!_ia o frafrz(:w_w?, 2313, ww:"t,'.tf_:g]lf.ﬂfg} 314 5:}_5513 \x’!ilbi];_tf( Fié,?_ﬂt‘!,i_ﬂ_g !;jg}d_.‘;_}_inf—,_h
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SOLD TN GOMERRANEE L0 TRANSITIOHN, TH

Figers 3. The contiruous larming cyeletowards good fax govermance,
an material Aspects - (soue: Puts

tep-by-sien and focusing

“Whatwill we lesr from following this learning cyele? Weido not yet fnow how we:
Lan develop 2 new commean business nguage fromthis learning cycle: Yet, working along
Ahis fearning cunve wiit result by developing that nevw sormon business langdage. in
conngctionwith His we refer rothe Sarley Case in appendin 17,

Iz beyand the scope of this report o furthee expilore the new languags for the 23+
century in ordertoesplain the complex-tax impact. However; we belleve that by continu-
guslygoingthrough the learmning fyele Aew prindplesfor good taxgdvernanie wilkererge:

(i the next chapter we will further exareing this subjest,

1 ROISE Msasirng ond manoging totel impncs: A new umiurgs for Dusineds ddisinns”
wigkl graecn [integratadeepdrting,
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