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Albatour peopls have an oblization 1o dbide
‘by.our global code of condugt, applying toall
member-firms of the Pwll nevwark,

http/fwww.pwe.co.uk/who-we-are/
ende-of-conduct jhtm]

Thiy iz constructed:in the context of our
trlabal Purpose Statemment 7o budld rrust in
sopiety and solveimportane problems’.

In addigion to that, we have a Global Tax
Cade of Conduct serring cleay principles 1o
gssisrour people inthejudgements they
makein advising elisnts onteg matters,

Global Yoz Code of Condues
Governments enact laws and enter

into treaties with other nations so agio
derermine how comipdnies and pther
taxpayers should be taved. Thess laws

are then intérpreted by faxpayers, taxing
Authorieies and; ulthmardly or oecdiion, by
the courts,

Icis ageneral prineiple thar taspayershave:
aright tomanage thelr tax affairs provided
fhev aorwithin the law, Bgually they shonld:
alsa be able to access independent advice
o their ax pasition: However, ihe gfmbal
natyre of the bisiness world togetherwith
the complexity and competing prioritiesof
national laws - including tax. competition
amongst nations ~is such that it is not abways
clear where lines should be draw. Iy order
torausist with this, the member firms of the
FwC Network act secording to the following
‘Global Tax Code of Conduct, '

Whast Pt frsme dp

The main business of the vax pracrices of

P firmsis to support thely clients, where

soengaged, ;. '

+ understand and comply with their legal
and regulatory obligations for taxation;

* glaﬂ thﬁ’li‘ dffairs sodsto E:\e Ta% efﬁmem

dgg_mqns- thes ,_r makf,,:

= ypderstand the tax riskevhey faee and
the effecriveness of their erganisation’s
inpernal controls relating 1o tax; and

* resolve tax disputes through domsstic
law and/or treaty-based dispute
resoiution mechanisms.

£ g aet foe
Pw fivmis woik with clieves that
demonstrale hlgﬁ standards of lezltimacy
and Inteyrity in theiybusiness and Anavcisl
agtivities, Before accepting clients, andin.
contintiing to-work with exlsting clients,
P Hrmis satisfy themselves that the
client intends to comply wirh their legal
asid regulatory obligarionsin relation to.
tagation, I this regard we pay. particular
atteririom to the fallowing:
* fhe rematation of the elienr and the
comiuet of lis/Aheiraetivities
& nndwstanémg whe is'behind the client
interms of eontrol, influence and:the
legitimacy of any finanelal interesis
orfunding;
» theintegricyand reliabitity of
: maxiagemem/ individuals neluding
their responses following sitiations in

~vwhiehoactions may have fallen Below the'

appropriate standards;

*  relevant ethical, professional and
regulatory requiterapsts; and

+ ogherrelationships and porential
confiicts of interest.

LT

00053



00053




s

Howr Bw O firms mer

P frms:

£ et in accardence with the law and with
tegilatory réguivements;

# . advise oy the basts of proper
disielosure ag resuired by those Taws
ar requirernents;

= follow applicable i;;f:,hmcai siaudam?&
and )

= compbywith professional standards.of

‘ingegrivy and ehipctivity,

Prinviples Bw Brom apply

&, Tax advice which results in positions
taken in s clients s return must be
-stipported by 4 credible bagly in tax lavw.

b Motaxadvice relies for its effectiveness
o any tax aufhority having lesg than the
releyane faess, Advicevhat a Pw firm
givesincludes eonsideration of, andiz
bazed on the sssumption thar theelient
will make relevans disclosures that both
comply with the law and ensble tax
authorities o make further enguiries
shotild theywishtodoso.

e Taxadvice is glvenin the contexr of
the specific fagtsand ¢reumstapees:
a5 provided by the dienrconverned
and is appropriate 1o those facts
and eircumstances,

A Taxadvice Involyes diseussion of

shevwider vongiderations fnvolved,
agappropriate o the circumstances,
ineloding economic, comumpreial and

reputationsl risks and conseguences .
atigingfrom the wae stakeholders might
view a particular course of action,

e Pwe firms advise clients of appropriate:

options available to them under the law
having regard 1o all of the principles
conained in this eode.

We expect atl of our peopls to #ppky these

principles io the way they work, and we:

enppyrage thers to consult whensverthey
e in doubt

Originally issued 2005.and most recently:
updgted as of 1:uly 2015,
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Contants

Prafage B
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Preface

Firsliad iy revelations sucht as:ihe Panama Papers.ang
Investigations b the Eurdpean Commission; Mg isduaof
tix Bihaviour” hag taken center stage in the global public
detate. Bolh multinational campaniss and govstoments
fine themsefves ingraasingly under sorutiny, and I some
cases pyan Griticism, Tor pursuing tax policies ang Gieha-
wigur hat-dre:bensficial 10 efthgror Dotk but aif foo often
comé at the expense of olfier stakefiolkders:

There is amrincreasing awarengss of ihe afverss effects
ofsuctr aggressive tax stiategles, Ingluding 4 substantiat
reduetion in.ghabal tas reventies. poiginating from mutty
national companies, &y weil as:unayen; and what many

880 45 unfair and ynsustalnatile, patierris of distibition:

ofihpse revenugs,

When companies 09 not pay heir taxes wherg they actually add ialua to econarnies, Tt fecoimes
Ingreasingly diffleutt tesustaln the Bvourabie enyironments whivh attiacted thern fo.do business
ther I the frst place. Fusthgrmore: the growlng publicperception fhat rutinational cormpanias
are allowsd 1 determine where and how mugh taxes thev pay, theeatens to underming the
cradibiity of botlr the tax systers and the: pringiole of fair competition. I shorf. it looks fike the
tlabate dbout (oo tax governdnice” and paying your i shire it faxes’ s hers g sia;},
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TAX TRANSPARENGY BENCHMARK 20V6 & cdmparative study ob 68 Duteh Hsted conganiag

Thie Tax Transparefcy Benchmiark.aims' to contribute-to-this debate:by presenting.a ¢lear picture
of the:state of sogially

Netheriands. As -general trend it can be.concludedt that the.companias i scope aré becoming:
increasingly fransparent on tax: Neverthieless, still more tham one third of the examined companies

ranks in the lowest transparency bracket, demonstrating that 4 fot of work remains 1o be dong:

Frony a sirategic perspective. multinational companics riesd fo see taxes mot merehras @
techniical mhatise But as pastof the wiger businsss picturs, mord spgcificalty, as part of the

role they have foplay.as-corporale citizens. Notonly because the growing public culcry indicates:
ihat tax behaviaur has emerged as a serious reputational risk - ‘if a company is not transparent:

about ifs taxes, it must have something to hidg' = buf alse because creating shared value Tor
both eompany.aid sogiety s the nly sustainable way to do busingss.

By Ingluging tax befiaviour i carporate sogial responsibifity strategies and being transparent

to faie distriution of fax fevénue in the. global economy: Fair distribution.of fax revees is &

key factar in fastering the-busingss slimaté-and economic growti that ot multinationat
companies and societies nead'to: thrive.

Transparency is the first requirament for an-informed ang constructive dizlogué onair taxation

by muilfinational companies: Frust this second edition of VBOO's Tax Transparency Senchimark:

will make 3 meaningfuf sonfriiution te meeting that requirement.

- Angéligue’Laskewitz
Executive: Director VBDO

responsible tax governanice by multinational companies fisfed in the
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TER TRANAPRAEMGY RERCHEARK 2018 20

Executive Summary

Iri this reporfwe share the resulls.of the segand Tax Transparency Benchmark. The study
anks 68 Didohi multinational tompanies o te ransparency that they drovide regarding their
respongitile fax strategy and its implemendation: The methodology of this behchmark is based on
the: six Good Tax Governance principles, willeli werg piblishiedin 2014 by the VBDG and Gikes,

VBDG.& Oikos, 20:14)

momop e e

Thesg principles are as follows:

Defing and communicale a.clear tax strafegy

Tax must be aligned withIhe Business and Is not 2:prollE centre by Heef
Respect the sgivit of the law. Tax compliant Behaviobr is the norm

Know and manage tax risks

Moritorand test tax controly

Provide lax assurance

Key findings include:

78%.0f the companies are transparént o thelr tax shrategy,

69% of the companies state that husiness operaticns are leading fnsetiing up
interrational strugtores, . '
4471 percentage ooint increase ~ fo B5% ~ of companies reporting o the effective
tax rate in.a detailedway..

Eountry-by-country reporting on corporate Ineome tax increased with

14 percentags point 10°25%:

A28 percentage aoinf inorease — 1o 20% — of companias explicily déscribing
Hhielr tax rigk apgetite: '

A Z6% point Increase ~ 10.84% ~of corapanies who mention tax i the
entrof section of e anmual report,

Eompanies seared lovest o Prngiple F ~'Provide tax assurance’

00053



TAE YRAHSPATEHLY. BERCHEARE 2878 % 2

Arindependentury hag namiad DEM as the winnar of the Tax Transparency Award 2016 and ac-

kAnwigdged: thez'__ir_ﬁp'ris}_vemen_’r'ﬁf Kt Groug; BinckBank and Vastngd on ihe Tax Transparency

Our researchy has ‘nﬁ uded: discussions with: mullinafional companies; governmenis, NG0s, 1ax
advisory firms andinvastors. Baged ori this, we are able to nfier the foliowing recommendations;

To midtinational companies

Governance

s Drganise o proactive-dialegue. abam your-fax strateqy: ity the different stakefiolders,.
suictas Investors, NGOs, bade unions; oovernments and clients; and ensure that tig s an
DRGNS OTO0ess: '

*  Heepihe Erecutive Hodrd wp do.date and share kiowledge about fhs - sfrategy.

s incorporatéyour tax and CSH strategy intha declslod-making processes:

Strateqy

» Do ot treattac’in isolation” when designing 4 fax strateny, see 1a¥ ag: part.of boliryour
hroader business andyour SR shrateny:

= Incfude fax inthe Business control and governance fisk framework,

Impiementation

= Basedonthe s strategy, create tax eriteria that are implemantabie {designthem:in
& vy that you can-actuaty work with them fo your daily operationsy.

= Implemant, execule and monitor the tax strategy ant uritera in the company's business
speratians. and include KPIs for the fax deparfmant,

% Hzise awareness armund fa and tifsa:-gzizrtegy‘_ by organtaing Yralning and-communication
pEOGTAmmEs. on ar onaokiy bagls,

s Provide comforf fo stakehoklers on:the execution of the fax strategy (including risk
mandpament] by commugicating In 8 Ciear way via publlicly ayaliable documentation.

Accotmtability

*  [onsider reporing oryour corporate income taxes and ofher taxes, such a5 VAT,
wage faxes and withhoiding taxes, on g copndry-by-couniry basis: Give.a more complets
ghehure by Inclusiing infarmation on revenues, profils; assels and FTEg onthe same basis.
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TAX: TRANSPARENCY BENCHMAAK 2016°A capiparative study ol:68 Duteh Lisied sompariss

»  Increase the ransparency of compliance management strategies:and accountability on.
laxaffairs with comparnies.:
= ‘Betransparent about how rules are applied..

To NGOs
®  Create'an ogien.and consfrictive dialogue with companies and foeys an ericoliraging them
‘o changg: Bifferentiate in approachi for the leaders and the aggards.
* Providecompanies with best practices regarding responsthle and fransparent tai:
betavigur:
* Dot only focus on multinationals and tax dvisoes but aiso ontax administratians:
» Enter into dialogue with- gevernmentsig promete franspatency,

To'tax advisory firms:
@ See'taxin a broadar context: not only from adegal perspeciive:
+ Promateresponsible tax behaviour and siipport tax fransparency initiatives of companigs,
Dare-g have & robust dialogue on-thisdopic: '
= Appiytha fifivs tax codé’af dondiict
«  Ensure alignmient-of taxAdvice with the clients tax strategy:

Toinvestors
«+ Desigrrand impfeniénit 4 {ax stiatedy twith criteriay that'appliss & ay your oW Grganisation,.
bj your-investments and c) how yowstructure your investments.
s ‘Integrate tax in-the valuation of investee campanies: by including it in investment:and
'ESG policies. Coilaborate with stakeholders to devetop common standards;
. Enter into.4 digiogiie witll portioio camipanies o e public and political debate on
respansible and iransparent tax benaviour.

12
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ATRAHEFAH EHOY BEHUHMARE 200 4

1. Introduction

Tax. vital t socisty and bY paying taxes compdnles contribute: 1o sociefy Howevar,

sume companies parceive taxes only as a cost. Acoording 1o the European Commission, these

Lompanies: USgaggressive iax planming stiatediss to minimise Helr fax burder., By exploiting
opholes in:bax systems and mismatches between natiinal rules, Hhey redune'their Tax plit 1B
ropean Gommisston, 2016);

This underrines the credibility of the-tak syster. I neneral; peddls want the tax burden 1o be sharat
fairly amdngst taxpavers, However, Tig is fol the case if sofs companies and itizens have to
carry a disproportionate share of the tax hurden: This urderminesthe sthical and waluntary comipliance
by albigxgayers {OECI, 20130 [ recentyears, there has liean 4 large public outory regarding com-
paniss that use angreseive fax planning shrateqies. This was fuslisd by reveiations front Luxieaks
iy 2624, Swissleaks n 2015 and the Panama Papers aod Bahama Papses in 203 6. The fnvesti-
gatidng by the Eurdpean Commiission oniilsgal statg.aicto Sla_rb.uc}gsg Appia.and others are stiff
freshiin oyr mings,
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TAX TRANSPARENCY BENCHMARK 28164 comparative study-at 68 Diteh Hsfed dompanies:

Furtiermore; companies that evade or avold taxes can:gain a competitive: advantage:over com=

panies that pay their faxes. 1E therefore undermines fair competitian between: businesses (Eurn-

pean Commissior, 20716},

Finally; aggressive tax sirategies rediice: government.revenues; which are used fo provide sogiety
with public'services: Astudy commissionsd by the Enrapeart Parliamentary Ressarch Service claimed:

that the revenue loss amounted to EUR 50~ 70 billin (17 ~23%] of corporate income tax (CIT)
Tevenuein 2013 (European Commission, 201 6. Accarding to the OECD/620'BERS repart, an empirical:
‘analysis-esimates that the seale of global.GIT revenue losses could be between USD 100 and 240"

‘bitiion annually-at 2014 Jevels (OECD; 2015)..

Guiding principles for Good Tax Governance

In:2014;the VBDO and Oikes published a report entitled ‘Good Tax Governance in Transition*. The:

intention of ihe report was to créats:awareness of godd-tax governance. Good tax governance aims
-tﬂ' {ake the intéfesis'offali sfakeholﬂers-'inm'ac;:ountwhen drafting ang fmpiemersiing ’-thefaompany's

.danes of the Iaw The report pruwdas a set nf gmdmg pnnctples whsch were: devalcped with ihe in:

1enficr.of heipmg fo create & common: understandmg and:languade on what good tax governance:

could be The: gnod tax Qovernance: princnples arg as follows (VBDO! & Olkos, 2014):

& Define ang comniunicate:a cladr tax strategy
Tax must be aligned witt the business and.is nat:a profit cenire by ilself
Bespec’f he:spiritof the Taw. Tax com_gha_nt Behakiour is fhe norm
Haovr-and. managa:tax Asks
Monitor and fest tax controls
‘Provide tax assurance:

momooa®

‘Foliowing the introduction of the Geod Tax Governance Principles; the VBDD published the first edis:

tion. of the Tdx:Transparericy Benchmark in collaborationwith PWE.in' 2615:(VBDJ, 2015}, The aift
was to banchmark B4.Buteh listed companfes onthalr lovel of transparency on tax, based enthg

publicly avaitabli-docunientation of 2014, The metfindalogy was-based on the st guiding pririciples

for good tax governance, For the averall ranking of thie Tax Transparency Benchmark 2015, refer
{o the overall ranking on.page 8

15
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Tax Transparency Eem;hmark 2016

Az it the 2015 version 4. the Tax Transparency Benchimark, the 2016 vérsion exarmines to what
extent Dutch Jisted companies are ransparent about their responsible tax strategy and tax payments.
By condugting this study Tor the Second time, and By using almicst ihe same methodology, i becomes:
possitile 1o make: comparisons with last year's resuts This report is structured as follows: Chapter 22
prbvitlas an Gveivisw of motivations for Corporale tax transparency. Chapler 3 divey ar intiotuction:
tothe (nternational developments regarding good tax goverance and tax codes of conduick, Chgter
4 descrlbes the methodolony of $he Tax Transparenty Bancimark 20K 6 Chapter & will give-dn over

yiew of the resufts of the _bér;é;hmaf_!é,; Firally; in ;;_hapiar B-we present our rigommendations for the

newd steps that need-To be taken by the different acfors Infhe field.
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2. Motivations for
tax transparency

There arz differert reasons why 2 company shoild consider Sacoming morgtranspa-

rent aboit its taxes. These can be split info two. groups. Thefirst of these fs.of & legai/financial:
ature, ang the’ second is from gthical perepective, Hoth are relevant for the company and it

should: take Both perspactivés inty ageount whaﬂ-deﬂfr}éfﬁag an-developing or impraving the 1ax

strategy. Because using dnly one gerspective could iédd o profassional deformation and specialist.
prefessionals making only one dimensian alisciute (Gribnaw, 2016),2more Aofistic Approatls o

tax dtratedy is needad. We provide ay edptanation of both liged of readoning beliv,

Legalffinancial perspective
iy recentyears: thers iave been various interational developments by intragovernmantal orgs-

nisations and Sountries 1o improve tax- Tansoerency: Thisds not expected tn.decling i the coming:

years: According toHolland et e, therg are two diffierent approaches.in the new legisiation or fax
ransparericy (Holland: Lindop, & Zalnudin, 2018},

Thie fiestis the Initiative of the Organigation for Ecoromic:Cooperation and Daveiopment (OECD),
whiph startad the project on Base Erslon-and Profit Shifting 485?8} i 201% BEPS refers 1o fax
avoidance stralegies that sxploil gaps and mismatches intax rufes to ardificially shift profits
Sow or ag-tax Jocations. The project aims to creale & single: sel of consensuy-based international

tax ries 1o address BEPS, and hence to protect tax bases widile offering Increased certainty and:
predictabiity to taxpayers: A key focus o this workls 1o efisinate doutle nori-taxation (OECD,.
20141 THiS preject recommends incesasing disclosure bietween companies dnd te spacific tax

administrations. Here the focus s not on improving ‘external” tax transparanay, Dt 1p assisk tax
atghorities ottt in adeministering existing tax laws mors efficlestty and effectively, and responding
to devetopments in & fimeiter manner (Holtand; Lindop, & Zainudin, 2016},

Anuther approachi.can be seen in the Finance BHE 2016 (FB 26165 of HMBC. I requires farge com-
panieste piblist their UK taw strateqy. This Section of the FE 2014 is designed 1o chande beha-
visur around "tax planning’, The Financial Reporting Council (FAC) has callsd for increased tax

disciostre incompaniey’ annual reorts, Because sharénnldars will then be abls 1o betfer dasess:
dneeompames’ future Tay Sablites ane dsks Hottand, Lindop, & Zaiudin, 2008 Comparably.

underths Eropean Capital Réquirements Direstive 1V Tinancial Inatitutions dre obligert toputilish
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TAX THANSPARENCY EENCHMARK 2016 8 comparaiive sindy ol’68 Ouloli sied-campraiss

théir country-by-countri-reanarting. Cusrantly. the Estopean Commission is. debating whsthisr all:
companies should publish their sountry-by-country:réporting or not (European Commission;.
2016). Thi ficus of this Kind of isgisiation is {o nekdass trangharency by forcing: companies fo:

‘make: moreinformation. publicly avaifabie:to il stakeholders.

‘Instifutional nvestors:are shareholders.or hond owners of campanies. Increasingly, these‘inuestors

“integraie environmantal; sociak and governance:ciitenia inta theirinvestivant decistons to create:
. befter fisk-adjysted return (termed ESG integration) (YBAG, 2014). When & company is not irans+
-parenton tax. itis not possibie for an investor to assess whetheér'a company is i_n' control of ifs:
{tax) strategy and it it has risk and’control mechanisms in-place: regarding legal, financial and-

tepufational tas risks:

Tio of the most highl'y fegarded hest-in-class indices have: Ingladed: tax i thelr dssessment fo:
determine-which companies perform best regarding sustainability, Tax transparency is.ong:of the.
four main governance themestin the FTSE4Good-indices (FFSE Russel, 2018} and By Jares:

Sustalnabifity Index. Both ask questions regarding tax sirafegy, tax reparting, tax governance:

-and risks, and-media and stakeholder 1ax stralegy (RObECSAM: 2016): Furthérmore; in‘engagement:
responsible:

‘festings between companies and investors and during Annual General Meetings (AGMs],
tax behaviour and tax fransparency are increasingly beeoming topics of debate (Eumedion, 2016}

Some companies fear that becoming tax fransparent, will lead-to-a-distortion of competition, Ho-.
wever; muati-of the-datd is alfeady’ publicly avallabis and it consists ot basic information on the:
“difference between financial and taxaccounting (Van der Enden, 2016}; The European Commission.
‘has topked int the: costs of tax-iransparency and concliided that disclostre.of more infarmation:

wilf-not leart 1 serioiis additional administrative costs (European Commission, 2014}, From a:risk

management perspective, nén-ransparency 16-avoid financial or rentitational risks is ot 2 sigh:
of goid corporate governance. This is because the company cannat-know: If its tax: factics wilt:
become: public in:the next Luxleaks, Panama Papers or Bahama Papers. BY being:transparent:
abouf thefax strategy and: tax control framework, the company démonstrates 1o stakeholders:

‘that tax risks are heing-avoided and managed: (Van der Enden; 2016)..

-Anather problem:for gororations is that in the public debate emphasis is Being placed on pra
eniting t2x avoidante, while compariles have to deal with double taxation. increased transparency
-could iead 108 fairer: payient of taxes (Van Aalst, Vellenga, & Reifngdud; 2015), 1tis expected
that increased transparency would deter companies from aggressive tax planning and resultina

“fairer spread of faxaple inconie. among counfrigs. The'issue of double taxation will nof automatizally:

18
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disagoear. However, ransparsncy sffers anoponriunity for companies te confront the public and
pofiticians on 1he barl befaviour of 1ax ddministrations inine case of doubie taxation of aggressive
Behaviour (yar dér Ender, 2076),

Ethical perspective

In-the pask fax aulheriies only judged the company on s compliance with-the law. However, the
tax digcusslon’s ethical .dimans_ian- sty landed af the tax administration’s office {Gribnay, 2018) 1
asaessing the risk of non-compliance by opayers, tax ethics s now alse taken into account by tax
“offigias, Therefore, comipanies: should not dniy take:the egin{uﬁs of e general pubilic and NGO
inta ascount, bet viewpoints of tax adminstrations as weil

While-ax avsidance consists of fegal means of. planping, various grougs within sociedy are challen
gingthe sockal seceptabiliny or lagitiracy of tax aveldance (HoBand, Eindog. & Zainudin, 2018), This

nedatively affecis the lieence o operate of &-company and: resufls fo e increase. of-reputational.

risks forihe company.

“For the average citizen; i is difficult fo understand that companies. report profits and at the samg:

timeTiave low fax expentiture. Thére can be very good reasonswhi companies bave g lower effec-

tive: tax rate, sust s specific rules and incentives, lss raiief o7 different fax systems-and faxnyles.

that do nntmatch between the counfries (Van Astst, Velfenga, & Refingold, 20151, The génaral ol
nion:regarding companies that appegred i disclosurss such-as the Panumma Papers dppearsd Io

e % the company i iabrangparent. about its fekes, 1 musk Rave somathiing to hitde' NGO0s and,

ipurnatists will keep pulishing suck information & a format over wiieht companies ave po contiol
! ) L p :

Voipiary transparency cam.resulf in more public and poltficat understanding of the tax strateny of
Lormpantes, The compdny: wilk thersfors have mure sontl over which infofmation is shared and.

Iriabiat forriat, This cart sesult In more: public and political understanding of the tax strateny of
ransgarent) companies. (Van der £ndan; 20167,
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Trangparency i3 e first requirement for an informed and construdtive dialogue of fair taxation
by:mulfinational companies. Howsver, If transparency iz seen ag praventing tax optimisation; and
therefore ag.4 compelitive disadvantage, thenthe guestion is: *How doeg this relate 10 4 Cord
pany's fax qovernance ant eorparate social responsibility strategy® (Van der Endsn, 2216} The
company’s tax govarnance should be more aligned-with the:corporate soctal responsibility straleny
of the corpany.

Wher it comes-o soslety, the bensfits.of increased tax fransparancy are evidant: Wien comparies
berome more transparent, it will enable clitizend; NGOS and Journatists to adsess tax stratbgles
and the contripation 1o soclety by muttingtionals. Fudhermore, It can helg:the oublic o engage
Wit corporations in grder o chanod elr Sehaviour The public sxpects large: Companies 1o play
By Ahie same rues as ordinary xpavers. Increased tax fransparency 1S & means 1o explain one's
{ax behaviour

2
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on z;m}a i:fz;f ﬁf” :Jé*’f &m;{g

This chapter discusses the mestimportant internationat develogments on good 4 oo

werngnee and i inspired by the drticie:Ta Dodes of Condlt: FIERF Puronse ™, published in the' Bulletin

for Intermational Taxation | demonstrates that the international developments around goor fax

(OVBINARCE Arg. emerging auicKly. Bt Bow To respond-o these devaiogments as 2 company? We
will provide # tirfaf gxplanafion on fow good fadgovernanse could he Pmbedéed ina cnmpanyﬁ

‘Laet funetion (Yar der Enden, 20165

Detinition of Good Tax Governance and Tax Code of Conduct

Heford going into detall on'the intérmational developments of good tax govervarics, it is key o
define corporale govermance; as iax goyernance is- derivative, While thare: Js ng dniversal defi-
nition of corparate. govgrmance, the DECD states thal:

“Heod corporate governanse Is nok a end Iniself, i is & means i stppart econormiz

sffigiongy, sustainablé growth and Thanglil stablity ...} Corporate governince involves
4 501 of rolationships betwean @ company’s management its bodrd: its shareholders
4t pther stakenpiders; Corporafe governance also provides the structure through
which the phigetives of the.company are S8t and g means of eftalning thosg objgc-
tives and maniloring perfarmance are deltermined;’ (OFCD/G2G, 2015, p.9)

From-corparate governante, it is possible to go dews @ lavet fo 4 code of conduct thal emboties
e yules of befiavidurwithin 4 comipany; Generally, corporate governance d4nd Lodes of contiel
arg porbinding ‘soft law’ instruments.» Whils there is.no universal.definiion of 4 ende of condact,
ihe imernational Federatiog of Atcodntents desoribs I ag:

“Princloles, values, standards, or rules. of behaviour that gwffe the depisions, provedurss

and systems. of an arganizalion in a way.that (4] car;trziwée& o the ﬂﬁifﬁfﬂ of ily key

stakeholders, and (b} respects the rights of all Lonstituents affected by its vperations.”
[intgirnationat Federatian of Aroountans, 2007)

= This chmpter and the wuntry RS tines e ospimd by e adick: Tax faces of Bondust- 7 for Purgose?, pubished in e Hetn
o dnetntemtionsl Taeation Yan ey Endan, 2045}

i Sl el IS 5 ganent Y mlerring o Ealégar v Becil nonns that are at j“gzi“}‘ Dining persg a5 & madaeof daed, byt
ity newsrihaless M 2 ceriain oAt reisvansg i mﬂlﬁ’ﬂf}iﬂﬂ e condush and tenisings of sig ang non-slaty aeiges:

s
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Specifically, a tax code of conduct provides guidance and-sets rules on fiow ig behave as 4 com-
pany with respedt fotax complianees, ranspargncy, dealing with tax authorities and gareral prin-
cibles fo ansure robust sk governance; Ingluding monitaring and-accauniabiliy.

Good tax governance ~ 0ECD and country practices

Sometax administrations and NGOs are recommending ~ a;n_'d:_ some cases evenlegally reqguiing -
spatiis Tax Codes ot Bandust, witich could make good tde governdnce: possibie. Although goed
tax governance s ot yet tanglb i the Natherands®, we see-that it I tangible i many other
parts of the world: A more detalled view ot tis subject from the DECE, and detailed information
onfouriies with specific e coded of conduct, g described below:

OECH - ‘Co-operative compliance: Bufidmg better Tax-Control Frameworks”
The-DECDS latgst report Cioperative compliancs: Building better Tax Eontrol Frameworks', is
ingpired. by the common standards.on gengral and fingneial fisk. management, sueh ag GOS0 (The
Committes of Spansoring Droanisations of e Treadway Commissinn) | récommends the following
s buiiding biocks of & tax control framework (OECD, 20163
4, K learly documenisd e strategy thatis 'owned® by the serior management
andior Boded:
2. Thati-applied comprehansively, ie. tha TOF must be able 1o mandge-the full
range of Business activities, dnd embeddad in daily opérations:
3, Thatls applied responsibly, i.e.1he role dnd responsinifitiés for the: dasign;
implamentation ant etfectivensss of TOF should be clearly defined:
4. Documented governence, Le-risk management; testing; 15 there is.egular
“dhonitoring; tesfing and maintdnanis of the framework;
Aasurance thattax risks are unider control and that tax returns can be refied
orf, g5 & sttt of implementing all of the camponants neted in. {13 10.(5)

h5)

4 fng xx,ﬁerrm-mdi Pefp@'at* Guwemar.w Highamr (1 {,ﬂ) # b of ivegions that eoamotes effective standasds of cdrporata’
Bor (1 fung 20HE s ey ony Sating a5 parl f_,yf ILEN = yesarching Douw withg $uaus on eyl sfhles
spang b part ob it 2o CHETTABER LA By, s orand sharehe i Bl Ao e B
et 10k I ANGAYING 071 JA%, pah it Lompanies, )

00N amphasie S yndsian 3 hat deallg vatls ey poveinance is 3 fast meving siation by wh\r;’t S I necesgan by sy
o3 Egulne s OGCH, 2018

The Vnnm;ﬂw far ?mwﬂs amm!mem (PRI ]Q Wik, !*w s;cd% it anrffr&.wd Uw W%rm»nn nphr 4!}005 of amxmnmenm ww( ang:

- !'TIE‘ "umoﬁ"
o reguistery i 5 b
tha comergt of fag camm‘ ‘ranwmrf i’ & rub;?ctwﬂ u jnam J;wz Sta-f.mdd‘ ’o‘.’e wmﬁp hka o s‘frws m err* cumpat_.nax lﬁa'

- Giklge the Heiherands riher views. ane offer spisnuches arg appicatie:

ot
]
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The DECH: puses that (a) wheri farge.conpanies have 4 TOF-in place; (] they are: participating ia
4 co-uperative comgliance programme, (o] the TCF is desmad effentive, and (0f the company fg

could be decreased significantly

United Kingdont = A fronteupnerin promating tax goveenance

In-the United ingdom, Her Majesty's Sevents & Customs (BMRCY has been at the toratront it
actively. pramisting tx dovernance and gaod behaviour among taxnayers: This hag resulted 2
Code for Banks (2009); & consuitation document toimprove tax compliance Tor large buginesses
(2015}, and & Fingncy Bilk (2016},

HMRE published.a Gode of Practice on Taxation fr Banks (he.Code for Banks') fo-encourage:
banks to comply with the spirit ae weli as the-tetter of the faw. According fo HMAC, this: means
that-Banks should: (a) adopt-ddequaie governance to controb the fypes of transactions they enter
into, (b} not undertake: tax planning that aims to achieve :tax resull that s contrary fo the inten-
tiong of Parliament, (o) comply fully with all their tax obfigations;and {05 maintdin 4 fransparént
relationghip: with HIRC (HMRE, 2015),

Inthe consutation dorument lmproving Large Business Tax Comgpliance’, the HMAC sels atramework
for co-aperative compliance whare 2 setof principias for both large bugingsses and tHe HMAGC s
imglememiad. Specifically; the framework aullings HMAL s éxpeetations on the attiuds of fargs
higinesses and their banavidurtewards tax planaiog, inferndl govermance and risk managsment,
The lavel: of compliance with the. framework will affect a taxpayer's.risk:rdting 1o HMRE's.audit
strategy {HMRC, 2015).

Furthiermore; H_MHL"_S_ Fiaancs Act raquires the annual publication of 8- company’stax siratagy in
relationdo UK activitles. Thig feglsiation sels out thesrequirersénts forlare companies o pregare
anit publish thei tax strategy, which should cover, a} e approach to tax risk and Internal gover-
nanee, (0} the. general atfifude of the company, (¢l {ie appetite for tax planving and (d) the ap:
proachi to dealing witht HMAC. The stralegy should be pubiished o the:intemel-as 4 separate;
documert. Notabie s the “special measures regime” included In this Finance Act for large businesses
thiat are: persistentty angaging i agnressive tax pianning,

Finally, HMRE requiies oard-level responsibility for' g company's ta stiategy. Once the: bogrd ap-
proves and signs the document, the board becomes legally Hable for-the company's tax-contral en-
vironment and 118 alignment withthe wider cormorate gdveranee processes (MR, 2016: 56 1.76),
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Spain ~A Cade based on OECD recommendations for co-operalive compliance

The: Spanlsh f}odnge de:Buenas Practicas Tributarias (Cade of Good Tax Pracnces) hag been. de-
veloped it line: with: OECD:récommendations for to-ooerative compliance: The coge i i$ nat man-
datory and consists of the following three main requirements:

% Coipanies arg io.practice transparency, gasd-faith and eg-operation with tax:
adm:msiratien,:.

% The Spanist tax adrinistiation, {he Agencla Tritntaria (ATY (s 1o commit to:
transparency-and legal certainly in:application of the tax law anid.ifsnterpretation;.

& Hothparies are{o:avoid lawsaits ang conflicts:s:

food tax practice for companies means:
1. A reductionin significant tax risks and proper management;
2. Avoiding thie use of tax structures of an opaque natire;
3. Collaboration with the AT regarding the detection of fraudulent tax pracfices;
4, The board is responsivle:for the (adoption of) the tex strafeqy.

I this: regard, it is Intergsting to note the ﬂnr_respond.eaqe of these faw-e_lemer,ﬁs of good-tax;

‘practicewith the: Codes of-the: HMRG (UK.

Australiz. Tax Transparency Code linked toTax Risk Management and.
Governance Review Guide

)i Febrijary 2016, the Australian governimant published the voluntasy Tax Transparency Gode (TTC),

which'is:gxpecied fo be adopied by taxpayers.in the 2016:financtal vear: Bodrd: ofTaxatiori‘ 200 5)"
Of partic * npte Is that the TTC is-desigried fo.provide infarmation fo interested-users’, L.e;
madia and ‘people inthe stroet” and'not the Australian Tax Office (AT0), which,
accessio: iar more: detailes. information onfaxpayers, The TTC s divided into two: parts

.+ Part A requires disciosure.of the:more financial and tax technizal elements, ik the
caleulation of the current.and deferred tax positions and:a reconcillation.of the
effective tax rate; expfaining the origin of the diffarence with the siatutory tax rate;.

+ Part Brequires, as-a silniniim, the disclosiire of the approachto tak Strategy and
govemanke; & 'tax conttibution summaryin respect of carporate taxes paid and
‘information-regarding inteérhational ralated~-party dealing (MoCartin, 2016);

5 The ﬂodngu e Burias Prapticag Trihutarlas wias apprIyEd n 26, July 2011 by the full Faro e Grandes Emprasas (Forism ot Latgé:
Businestes) (As:aﬂnra Tritrggaria, 203 0.
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Australla linked its Tax Risk Managementand Governance Revisw Guide to he Tax Transparency

Code. The Tag Risk Management and Governance Review Guide i based on the prémise that fay
righ mana_gem_erzt must g g part of good-governance; Fromthis starting point, the 470 provides
guidance on Now companies should manage their tax affairg and what Rems should be Intloded
0 bullding 4 tax controf framewnrk. The: guide is tocused on $he fofowing two levals:
* Buard-levet responsibififies: strateny, establishing & framework to identify ang
manage lax risks, ang & regular assessment of pulicies and controls:
«  Managerial-level responsibilities: snforcing policies and Implementing strateqles
approverd by -the board:

Ag witfthe approach-of HMRCUK): the: presence.dnd- quality of the tax controf framswork affects
afangaver’s risk profifing by the AT Cr The guide containg confrol checks at Botl board-Jevel and

management-level respansibitities. A detailed description of alf aine of ihe controls:is explicithy

coverad i the-guide; most of them in dng with the existing eorporate govarnance practices, Le.
GOS0 Intgraat Conteol{COB0,.2003) and Sarbdnes-Oxley (U5 Congress, 20025

Ching ~ A lax risk orlented tax administration
The: Ehinese: State Administration of Taxation (SAT} has-adepled a risk management model for

compliance by multinaticnals since 2008 (8AT, 28117 Like Ihe United Kingdorm, Australia and

Bpdin; the Chinese SAT defines a taxpayer's risk fevel based on the guality of @ tax controf frame
wirk: The reguissimentsfor & company’s tax controk framesrie are set out By e SAT Trihe Gididaline
an-Tax Risk Management of barge Business Enterprises (LBE) (SAT, 2009) and includer

v general provisions;

s tadrisk management strudturs;

s iax risk identification and assessment;

s shateqies and internat control:

& [nformation and communication;

¥ manitoring gAd improvemsnt.
The: measures.of tais and individual control mechanisms defingd by SAT mainly eorréspond with
the BI0'S Risk Management and. Govarnance Review Gilde,
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Aside Trom-the: Uniled Kingtoni, Ausiralia, Spain and Ghina, muitigle dovernments are actively
-engaged Intax governance. For example, Haly has designed the “Decree 128 of August 20757,

which regulafes the so-opersive Compliance regime and sety regUirementeTor a1ax controf
framework (Hallan Governmerd, 2015). Germany Infroduced legistation with respectio resioring.

false tax returns, whif;h-.§s Hisked b Intarnal cantrol fa¥ donfrol ramewark)® (Bundegministérm
der Finanzen, 2016); inaddition, an increasing number of jusisdictions are using Jgfslation to raquire

the adeption.of tax controk frameworks that follow quidelings simitar 19-COSG and the Sarbanes:
Oley, According 1o COSG, linking 4 company's fax sirategy and fax.objuciives more closely-1:

bolfy risk and. opporfuntty Belpg to accelerate grovel and enbarnce performance (COSO, 2016}
Mot ant mese counlries are considering the pussibiiiies of lisking their pragtices to  fax code
Of conductfogetier with 4 1ax control framework o ensure betfer compliance.

The level of maturity of the tix function is normative for the quality of a- company’s
tax governance

In the current gavironment, eoclety s acquiring en ever greater Irterest in the governance of toxg-
4. in-ganardl, ihig means that stakelioldsrs are demanding more informiation on lrge cumpa-
nies’ tax. strategies, the functioning of their tax systems and the role of Tax advisors and tax

adrinistrations, Specificaify, inthe light of tax sunervision and-cd-operative compliance, tax ad-
inistrations dre: increagingly: interested in fax governance: They want to know more about
sompany 'stax strafegy, the quatity of the fax function, its ablily 10 be Lompliant dnd i abiliy fo.

validaie findnelat anﬂ-ngﬁ»ﬁnanci_al data A fax control framewark - 40 infernat gondred framemwork
supperted by 2 company’s fax strateny-and is exgeution ~ could show the level of maturity of 2
eomipany's tay function. The level of maturity of the tax fuaction is normative for fhe quality of &
sompany's tax governance. Wher 2 company: voluniarily demeonstrates the (good) guality of ig

taw ronfroksysiem = the tax control-Sramewnric ~ , 1A% administrations could deqlde 1o adjust

{depreass) thelrdax supervigion [ i light oF co-Gperativa compiancs.

Sustainahie tax - Setfing the norm:

Goord e govarnance can og longer b considerad I isolation fromy the:wider husiness appreach
o governance rigk and controls: s Imgortant to be aware of this when sefing your te nom as
& company: Do you ooty wantto be r:c_m';_)E_Ea"n‘t - arf therefors anfy fellow hard law — or-do you
believe taxiesponsiliily goey beyond legal cornpliance? And how do- you communicate this?
Howr do:yoiy safeguard your ‘ficense o pperate'?

S oalines e farmenork in aseet ot s semifiabls Tae-Compliance Maragsment Systemn widsrIDw 75 920,

z
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'Sustainable 1

Morm is based.on:

# Bysiness vislon and mission
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# Stakeholder engagemeant # Taxvigion dnd mission

Basgd arthe abovg; delsiming.your
tEy formeand o what edent O daks
¢ Ketow Blprmacisangd

Norm

Key Risk

Taxk governance
Ang Transparency
inHiatives

Heguitalinn

Goveingas
Ta ol

Gl Tax
- Governznce:

Cnmpliangs
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Sustainable Tax Policy

The whole Is graaterthanthe sum of lisparis
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B Erinags with slakeholdars
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principles

)7
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“
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nternaliy and
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Report& ™
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% Aligrewilhy stakeholders
# Addresy ragulatory
chanyess
# Fospond to societal
developments

03
Tox Criteria
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Digitalise
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TAX THANSPARENCY SENCHHMARK 2016 4 somparative #ludy of 88 Duteh Helad sappanisy

Ouerview ~ 4 visual o how to émbed good fax govérnance'

in @ company’s tax function

The visual below demonstrates how: the function-of. a:tax code:of conductin the light of this
article snobid be interpreted. Itstarts.with a vision;"What do| want to:achieve?”, folfowed by
"he slrategy' ‘Hnw am"( going toachieve: our‘vismn’)’_

ategy, you neea a mature miemai ; ;' :

: light df-their vision; strategy and geverrance: v 8% tontiof

lead:-d compdriyio actin

Srarnework; the:tax strategy should pe-estabiistied-and described cnmprehenswery 1t shoyid:
‘ssign-responsibility, document dovernance; describie what testing ‘shiould: be performed:ahd:
provide assurance: Once a company has a.mature tax contro! framework: in- place, If should”
e able 4o he transparent-on its-{axes and obtaintig tax assurdnce should: be possible. This:

tax control-framawork should be supportad by:a (fax) technology ecosystem i gathier, anatyse
required data’ ang prepare. (transparency) reporting..

“This whole 58t of s_teps:and:_ac_ﬁcins‘ cari te defined as good {ax governance. iWisthe interaction

hetween vision; strateqy, conduct and controfs, faking the interests of ail stakeholders into.

Account,

b, - Swatecy . Tax Code:of Tax Control:
) ) 8 Condud: Framewor

GioodTax G_o_;réma:nc_

Figure 3: How ta.emihed good 1ax governance

an

The st’rafegy- snou'id be:in linig with tne'

i '15 enfﬂrcedi
‘by-an external party ik hds more:the chiaracter of '@ rule of the ‘game. Whather imiernal or 8x-.
{fernal, enforced code-of conducts need a-tax controlframework: Afax control frameworkswill.
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4, Methodology

The methodalogy of the Tax Transparéncy Benchmiark 2018 i fased orvthe principles
Tor gon tax goversiance: (616, and is furiher explalned indefail belaw.

Scoge

invthe benchmark 2016, 88 companies fave been included. The full ist can be:found in Figure 1.
Thegompanies were selected basest on their listing tn the Netharlands (AEX: AN, ASEX and locally:
Comganies included differ slightly compared to the 2015 benchimark. This s mainly dus fothe fact
that some eompanies: entered or efithe AEK ANIK.or ASCKIn 20157 Al are sheable mitinations
companias, aperating i various industriss.

Critéria

Az mantioned Inthe introdduction, the guiding oringiples o goat tax govermange ar¢ designed by
the VBDO and Gikos in order to help create @ comman fangiage on what good tax governancs
sl be (VRDO & Oikds, 20145, To determine whether Dutch Bisted companies act on the oo
tax-governance principles; & list of criteria has been:designed which. objectifies and quantifies:
the principlés. Each: prifciple is furthier shecified into variols-slsments, These slements Have
heen oonverted ints measurable criteria. For axampls; the first principle — Define and communicale
4 Clear stalégy - vensists of the elements ‘cummunication’ dnd-strateay”,

The communication element reiates to wheiher the Sy strateny ean be refieved from pubiic seie
oes such as theannual seporl, the CBR report of the zompany wabsite, The priteria haveheen des
velopad by the VEOD and have bden reviewnd by experisinthe field of ta<ation; The review pane!
includas representatives from NGOs, multinationaf companias; academice and tax advisory firms,

e vl St st Bt aome of the aompanias i nvsTaten s nos stas (lienslais) and part of B VADG tafwosk, Tha compapios:
LA AuTimas MEBG and Rabolong,
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TAXK TRANSPARENGY BENCHMARK 2016 8 comparative study ol 68 Dikcn lisigd compinies:

"We refer to Appendix 8 for a comprenensive fist of the criferia-used. in mast cases, each:criterion
iswordh one:peint. However, for fopics such as country-by-country-reporting companies couid be
awarded up-to:a maXimum:.of sixpoints.

-Adjusted criteria compared o last ysar

In-order to-facilitate comparison-with the 2015 benehimark, only minimat adjustments havs been:

made to'the 2016 criteria®

Approach
For ail criteria of the Tax Transparency Benchimark, we-kave reviewsd the company's annisgl report
-and-ather publicly avallable doctments (p.g.  transparency reports; governance-documents, strax

tegy doctments). We have examingd the extent™io which the testing criferia of Appendix B-are.

addressed inany of these documents:

Fergach company.in the henchmark; the scores-were tofalled and subsequently returned fo the:
company for feedback. Where applicale;'we have incorporated the: feedback of the companies:
“In-the results. In order-to:make: the reswits asmeasurable: and comparable 4 possinle, & vary:
‘strict inferiitetation ofthe criteria was:used. In cases where there:cault be room for interpretatior’
in:the wording used, i.e. it was nof clearwhether a:cedain criterion was met, we did not allocate
a point fo:ihe respective crifefon ¥

‘Using the resilts af aur fesgarch it was possible: to determine the-top 10 best performiing com-

panies: In order to-reach an independent: verdicl on the winner of the Tax Fransparency Benchmark,.
an expert Jury was appainted by the VBDO The jiliy furthér examingd the top 10:comipaniss;
‘wigighed the:restits and selected the winner of the Tax Transparency: Benchmark 20186,

Tatal amount of points awarded

The maximuni nember of polnis @ sompany:canbe awarded for the benchmark fiag dacregsed;
from 41 points (2015)40°39 points. Howaver, It is not the number of points:obtained, but the:pverall
ranking that is:most important forthe éimparability of the: bepichmark:

# - Sgeclficeliy, questani7 nas peen delesed AN amount of piints awdrdsd for question 23 has bear adjiisied The questidng.
ihemseives havendl been alteren. The relevance ot question' 17 (Dues the company explain'wity it has chosen (a.report Ga corporats:
INEOTIE X 0.8 LUy regfon - SEQMeNt ar company-wide basis’«’; has:decreased dueto giobal fransparency lmlfaﬁvas Funharmure,
wWe ad;usled the. armount of poln;s awarded for question 23 (Dm the company repart aay rmufsks fge!udmg fnaﬂcla.' regulﬂ?wy or
mputanaualrfsl«s?) base st ym"s ndings; Thiers Was minimal sdet valile fof the cantent by ormislating the quesunﬁ It tw
“separatz bullkts, so g mierged these Bty intg one’ ques(iun As g resylt; the ameuntof pui;rls - wwarded Hias been degreased-frony
‘woipaints 1 one peint:

For-example; for. questiong A0 and 20 the company neads to expiicitiy: srate whatis: reqmred fo meet ihe criler;a i mls;s nof dlear:
from publicly avafiable: dacumenta!i poinls can e awarded..

% S DA A (ot More Informiation ASci the fury,.

@

a3
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TAK TRANSPARENCY BENCHMARK 20464 comparative study of 88 Dufer’ listed campanias.

Jury
THe Jury cansisted of fourmembiers acting in their-nersorial capacity, Who sapacity. whg were;dp-
pointed by the:VBDO. These conststed of experts‘in thefield ‘of gnod tax governange from varipus
batkgraurids;

* Han§ Gribnau, Professor:of Tax Law.at Titburg University and Leiden-University;

» Viclor-van Kommer, Directorof Tax Services at thedntervationaliBurear of Fiscal

Documentation (1BFD) and Professar of Tax Poficy at Utrecht University:

o8 \ptive Qwnership at Rebecoy

34
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THEE SERNSFAREHEY BERSHMARK 201E 4 ro

5. Resulis

Overail results

The doal of the Tax Transparsncy:-Banchiark is.dot only f0 ericourage companies To
Incraase and furthar extend: transparency on taxes and the tax function, byt alsete ingpies other
Sormparias o howste communicats about tax issues in publicly available documentation.
Az tosoribed previously in chapler 4, each:company hag the .q_p;;w!;mi&y o provide: Seedback o thelr
o resilts, 72% of the companies provided feedback which coudd be arvindication tad they value e
gutcome ot the benchmark: We find nisvery encouraging, 46 it shows thatoue effrts ontax rankpargney

- heing taken seriausly by the comparias. We have recelvad 2 ot of input and had disclssions with:

many.of the. cormpanies regarding the seores: Sevaral companies mentioried thelr ranking i the Tax
Transpareney Benchmark 2015 fwhich & based o i plblichy-avallable docuceatation of 20143 in telr
anria report: !

g ageneral trend it & apoarent 't_h_ai;-gamrfaxéieg are begorming Ingreasingly transparent on'tax, This.
is reflerted i te:outcome. of the Tax Transparency Benchimark 2016, However 14 anspardney s

il {e!aiis.rel'y ney consideration, particuizry for o iawyers, who tend o jook attax from 8 more

lechmcatfeqal; approacti: Az such, wehabe Included angwers 16 frequently asked questions In order

4o provide more guidance:on cartain togics and facilitate 3 constructive debate.

This chapter providas  quantitafive and qualitative explanation af the. outcome of the Tax Trangparency
Benchimark 2016, As this was the second year we performed the benchinark, we were able fo make
4 comparison with Iast year, First, this chapter briefly sovers the dverall and most significant resulis

ab-the benchmark, Thesd include the winner andife mest imnpenvert companies. ef the year. The 65

mm;}ames if sﬁmge arg referred o4y c:omgdmps

' & Defing and communicate:a clear sirateqy . LT A
B Tax.must be aligned with 1he business and is niot a profit senire by ftaelf  34% | -17%
: U Respectiho spirhof e law, Tax complidnt behaviour isthe porm 24%.

§ [ Knowand manags tax rigks ' ) A%

E Wonitor and test tax Gonirols T o o A%

P Provide tax assurance T -

Fgura 4 ?arrenfage af mm;mmes Sﬂfjﬂﬂﬂ 535; i nf‘aplem ﬁ;e?a;"fra%pareacy Benrinmark 0# 261 5 a:uj zmu :

15 Fgfar g TN o f1 el tanring o g Tan TMMfmm;ﬂ Bepehmaid 25
= Thg tregiently ahked quastions ate banat o thi teedback wg raeslad frae Xfw £ nga_(_im:;—;mmis‘_gagwﬂ
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TEXTHAHSPARENSY: BERAHMARK 2006 2

The main findings of the benchmark are:

»

g3

.

76% of the companies are fransparent on their twxsiratagy,
#9% ot the sorfipanies stafe that business aperations drs: fsading fn setting g
Intérnationat structurés, .

" A 41 parcentage point Increass —to 65% — of companies reporting on

e effertive 2 rate s a defalled way
Couney-b-sountey reporting on comorate income tax inéreaced willy
14 percertage point fo- 25%.

- 4 26 peroenlage point ingresse ~ 10 29% ~ of comparies exphicitly destribing

helr tax risk snpetife:

A 28% point Inereage — 10 54% - of companies.who mention fax inthe
eointrol section of the annual report.

fiompanies scored owest on Principle F-Provide tax assurance’,

2015 2018

2014

Figura 5; Parrentage of companise hat Comminicated i tax strategy atoording to reséarch in 2014,

v
H
L
H

£015and 2016

The percentage of companies at scored & minimal ameiint of points (0.-10), decreased significantly;
form 55%30.82%, From this could be'coneluded that the ‘minimum bar” of tax-dranspasant reporting

i5 ghifling upwards.

Resulls per company

The lndepedent JUry, as presented in chapter 4, discussed thetop 10 companies that scorad highest

Inetive Tax Transparency Benchmark 2016 (see figure 6,

37
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TARTBAHSRARENS Y BENSHMABK ¥t &

oy 5 i s e 5 e o i S

Winner

‘Eromthe nominees, the Jury selecied:the winner hased on fhe fallowing. criferia;
~ Seoreand analysis performad by the VBOO;

- Depth of tax strategy::
« Fmbedding of tax strateny into the organisation;

- - Gechor and the- availability of legisiation.

For. a detailed jury report inclisding good practices, please réfer o Appendix A.

i

::The.jur.ywamm like tex congratulate DSM onwinning the Tax Transparency Award 2016, This was

; lmplemerrgaimﬂ anid-execution of theiax strategy

»mmy,,m.

ke s v

Most 1mpmved eompanies campared to last year

The indepersient jury hias noted the impressive improvement.of NN Graup, Sinckﬂaﬁk ans Vastned’

on {he Tax Transparency Benichimark 2016 compared fo lagt year. The jury would iiké to ongratulate
thesd barmipanies with s improvesment in fax ransparency

- { DM

_. 2 Unilsver

3 Shell

4 Bandstad

. & Apgon

- 6.ING Group

6 kPN

& MM GFQ;.I_IJ

| 8§ Rabobank

Vet

! Flgure BiTop 16 wmgamag

1 & unanimous decision. DEM was the top scoring company in the benehmark. The company |
;’;fxer?mmjed welt on alf pringiples and specially ore the: questiong that indicated the intringin:
f modivation of DEM inimproving on tax transparensy; such-as the status and prograss of the )

o v
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AN TAANSFERERSE BEACHMARK POTE 45

Results per principle
A. Define and communicate a clear strategy

“Aproper tax stiatedy s assesaatile ang cledrly omminicated (bansparent). i Containg the company's.

yision and objectives:in respect fotaxation; takes stakeholters® inferasts info consideration-and ex-

‘phaing the company's view ory its refationship with thetax authorities, It also Cleary tefines roles and:

mesponsibifities: and sets ouf longlerr Key Performance Indicators [KPIs) for he-dax depariment. Thess
KPi& do not onif dealwithi managingthe effective corporate ta rafe (ETRY, but alse witli the sxeculion
‘i thedax sirategy,™

Top shorer
A0 - soorsd Gontof B nolnts:

-Resyits
Companiésare becoming more and morse transparent drtax, which s reflécted in our berichimark sfudy,

For Prifciple A thers was H12% voint increass fethe: average number of poinis awardad eompared:
with fast yeiar: This Is due-irs part to-the significart increase in:the fumber of companiés that ar¢ now
transparent aboyt their tax strategy: and to.1he increase. of companies inuding their tax strategy In:

sommunizations tostakenslders, W are pleased 209 that 76% of the comparnies communicale about
-heir tax strategy in publicly-avallable dogumentation, a significant increase ori last year's 45%.

inaddition, there is & notablé: intreass (24% points) in- companies-that ars transparent about their

relationship-with the taxaithorifies, This refationship is offten described as- based on good mitual
griderstanding’. Mutual understanding is an important. bagis for 2 company's relationship with fax
Athorities: garicuiarly givenithe currgnt environment where taxauthorities are Ingreasingly. de-

mranding ‘gontt behavions fram large companjes. ™

“pimost e of-the companies discuss the: tax sfrategy. with stakeholders, an increase of 21% point
oy {ast year: However, 1 IS remarkable that onfy-12% of the Sompanies are’ fransparent as 1o what

extent they discuss the stratagy, and-whether the stakeholder dialogise has actually influenced:the.
irategy; Froviding ingight 6o the ctiond faken ag a result of dialogue wiould piovide stakenolders’

with-the assurance that Iheir views am-.f;ein_g:iakgn-_sﬁ_ri_bus%y;

9Tl sansems the Solowind auesfiont: 5014, 21, 23 a0 40

oyt apigna e UGS HMIAD reaules e farge) tusinesses poblish telr fax strateqy anmmtty: Furtharinore; e L HMAG clearks provides -
yuitance of e fe sheafeny 25, 10 what aress i Should cove MBC 2019,

' Seetor primpio G Yk £00ss desiurad by Ui MG and Soln AF In 1 svibus rimgleron ool ke gosmanss;
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TAXSHENEPARESEN SENFHIMANY 207678 2

(inly & few eompaniias (7%) are-ransparent on the statys and progress af the-implementation 2
execullon of the tax strateay. From the responses recéivad ¥ Became clear hat this Is often dug
g tack ot understanééhg.abuu’z how fo repoghis, For example; compaaiss respondad that me%'f
tag strateay: had already Beerk fully implamented, but e "pibhc informalion ¢id: ot make this
clear n orderdo provide mere Eﬂ.ai_g__{;i' o howr T report o Hhis igsue; two FAGS had been ariswered
helow. Only.a smalt percerfage of the companies (8% define: te Key Performarice IndiGalors (KPig)
of the tax départment. When & campany.ig-transparant on these KPls, stakeholders will have morg
ingight intor wiether e meastrement of performance of (0g Tx department is in fne-wifly the

company'staxstrategy. For mors infgrmation on why itis impeartant 1n be transparent on KPIs, see:

ine FAD below,

FAG

Why report on e status and progress of the implementation and execution of the fax
stratogy? Especially whor the-tax strategy iz already implemented?

A taxstrategy is mose-than principles writterr down. oo paper, Jf I important to ensure that the tax
stralegy is properly implemented and executed. To provide nsight into. whether the tax sirategy is
embedded: within e company, communication-about 15 stahga.arzﬁ_pr_ugrags_g.is. needed, In 4-fdgt-
changing esvironment and.especially when muftiple business units are involved, It is imgortant te
see this ag.an ongoing process.

For this reason, it s Key o find ways 1o monitor the status and progress of the implementation and
exgrittion of the tax sirateqy, for example: by designating d responsible: persor, Furfhermors, « eom-
pany must know what measures are' iy place to monitor the: proper execution of the tax strategy,
After all, the argiiment that a 18X strateqy is already flly implemantad.does not guarantes that the
siraleny s being exeeuted correctly, Furthermore, 4 raining programma which siéarly defines rotés
and responsibilities so that (new) employees know how 1o execite the company’s tax strtegy in
pracice, coul contributs to the propc implementation and execition of the tax strateny.
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TRATRNAACAREN Y DEHUHMARE 2LTE

FAG
Why is it important fo clearly communicate the KPls of the tax department in publicly

avallable-documentation?

Campanies That are fransparent on the KPis of the'fax depariment commumitats 10 stakeholders what
they-thinkihe 1ax department should accomplish. KPls: ars: measurable and therefors increase the:
by of companies. Forboth intamal-and axtéral stakenholders, this iz valuable information,
Thet 4Pl cari be formulated with regard to subjects suchas () planaing.on the amourt of meetings.
withi different stakeholders, (8} naving contact with-the fax Authorities on 2 regilar basis,. (o] ma-
king snmpany's TOF or rigk management model mors maturs and (0} involving the tax department

axoountal

o lonal, finande and acecunting and reporting iems.

wiebsite / other

5, i thgrannual report / GER/

L of thegrlogue with the company’s

Has the comipary's tax siratey Been part,

stakenolders? ncluding investors and |
oivil saciety frganisations)

46%

2%%

e 4% sirateoy?

Dogs e company explain. 1o what extent |
e stakenolder dialogue has Inflienced &

12%.

8% :

L3 viion of the corﬁ;:a_ﬁy’é’_égiz’[ﬁ_onship: :
: 3 66%
T sirateny? i

with dhe te authierities incindsd i the

: 4._2%' J

- Hloss the company spe tax as part of it

corparate soclal responsitility?.

B8%:

58%

Have:the KPJs:0f thtax department bigen |

clearty communicated?

A%

'5_%

fiss the-audit committes review the
T Strategy? )

L aa !

a5 |2

iF | Doesthe company describe the status. |
oy

ceant phecution of the fax shrategy?

and:the prograss of the imolementation §

3.

D%

 Figtire 7 Percantage of companies thal defing and communicate g clear tax straiégy

41

00053



	00001
	00002
	00004
	00006
	00012
	00022
	00024
	00044
	00045
	00053



