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FOREWORD

November 2008
Dear reader,

We hope you will find our publication useful in summarising how the largest listed companies
in Belgium, the Netherlands and the UK are communicating about tax in their published
information. This is in response to the increasing demands from their stakeholders for them
to say more in this area.

Last year we published a discussion paper suggesting a Tax Transparency Framework

for companies to use as a basis for their tax communications. Our aim in this publication

is to provide an easy to read summary of what we found reviewing the tax communications
of the largest listed companies in the three countries against this framework.

Though we focused our attention on large listed companies in Belgium, the Netherlands
and the UK, we believe the framework can apply to the tax communications of all companies,
whether or not listed and wherever based. We also suggest that the benefits

of providing better information on tax can more than outweigh any potential drawbacks.

We hope you will find this review helpful in assessing your own tax disclosures and
communication.

Please do not hesitate to get in touch with one of us, if you would like to discuss this
developing area further.

Yours sincerely,

TG G <k)\

Susan Symons Frank Dierckx Eelco van der Enden

Tax partner Tax partner Tax partner
susan.symons@uk.pwc.com frank.dierckx@be.pwc.com eelco.van.der.enden@nl.pwc.com
+44 (0)207 804 6744 +32 (0)2 710 43 24 +31 (0)20 5681784
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TAX TRANSPARENCY FRAMEWORK

This publication has been prepared for general guidance on matters
of interest only, and does not constitute professional advice.

You should not act upon the information contained in this publication
without obtaining specific professional advice.

The firms of the PricewaterhouseCoopers global network (www.pwc.com)
provide industry-focused assurance, tax and advisory services to build
public trust and enhance value for clients and their stakeholders.

More than 154,000 people in 153 countries across our network share
their thinking, experience and solutions to develop fresh perspectives

and practical advice.

© 2008 PricewaterhouseCoopers. All rights reserved. “PricewaterhouseCoopers”
refers to the network of member firms of PricewaterhouseCoopers International
Limited, each of which is a separate and independent legal entity.
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EXECUTIVE SUMMARY

TAX TRANSPARENCY FRAMEWORK

Executive
summary

Br.

) W A

The PricewaterhouseCoopers (PwC) Tax
Transparency Framework was developed in
discussions with different stakeholder groups
with an interest in tax. A number of
companies provided detailed information on
their tax affairs; we suggest that all companies
consider reporting across nine criteria which
are grouped into three areas:

Tax strategy and risk management

Tax numbers and performance
Total Tax Contribution and the wider impact of taxes

/N

We view tax communications as a developing
area and invite views and input on our
suggested framework. We do not advocate a
change to be established and regularly
evolving financial accounting standards but
we hope that the framework and our findings
will stimulate discussion on a subject rapidly
rising up investor and boardroom agendas.
We have reviewed the tax reporting of

the largest listed companies in the UK in each
of the last two years and seen a real
improvement in how companies communicate
around tax in that short period of time. We
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EXECUTIVE SUMMARY

have expanded this review to consider
whether the increasing focus of stakeholders
on the contribution that companies make to
government is driving an improvement in the
tax reporting of corporate tax payers around
Europe. We have considered in detail the
reporting in the UK again and added in-depth
reviews of the largest listed companies in the
Netherlands and Belgium.

Though the review has focused on the largest
listed companies we believe the principles in
the framework are much more widely
applicable. Given the increasing focus on the
actions of the business community, and not
just around tax, we believe that companies
can help set the agenda to define good
practice in the this area.

In line with our previous findings in the UK, the
best communicators continue to get better
and those leaders in this area are widening
the gap between themselves and the rest.

Tax strategy
and risk management

» In the UK there was a slight increase in
number and depth of discussions around
tax strategy and governance. However,
those companies that provide any
information in this area remain very much in
the minority and this was reflected in our
findings on the reporting in Belgium and the
Netherlands.

» The communication of a company’s risk and
governance procedures surrounding those
tax risks is generally more widespread than
that for tax strategy. This is particularly true
for the Netherlands, where the horizontal
monitoring project introduced by the Dutch
Ministry of Finance has led to greater
transparency on Dutch tax risks.

» Most companies provide satisfactory
explanations as to why their tax charge is
not simply equivalent to the accounting
profit at the statutory rate. The terminology
used in many reconciliations of the
expected tax charge to the actual tax
charges do not, however, lead to real clarity
as to why some of the adjusting items have
the impact they do.

» Very few companies provide any guidance
on future tax performance and the majority
of those that do are based in the UK.

» The relationship between cash tax paid and
the accounting tax charge is not well
understood by many stakeholders and only
one example of a company trying to bridge
this gap was seen. This is despite value
driven stakeholders wanting to see much
greater detail in this area.

» The desire to communicate the economic
contribution made was a common theme
across all three countries which we
considered in detail. There was some
variance on how the message was
delivered, with some choosing to use
PwC’s Total Tax Contribution framework
and others focusing on a value added
methodology. Outside the areas of tax
performance reporting this evidence of
reporting in this area was found most
widely.

» Certain industry sectors discussed tax as
part of the general business strategy but
this was not widespread.

» Very few companies made any reference to
a link between tax and shareholder value.
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6 STAKEHOLDERS AND TAX

Tax is pretty much the single most commonplace and material cost facing
companies so it is no surprise that markets require information on
corporate tax issues. However, the level of analytical skills to analyse
taxation disclosures, outside of tax professionals, is limited. In many
ways, given the technical nature of taxation, it is no surprise that it
presents significant challenges to investors and analysts... Therefore it is
of crucial importance for corporate tax disclosures to be made with
clarity, so that judgements on these issues are as rational as possible.
Although this is not always easy with complex tax issues, it is the only
approach to ensure engagement with capital markets.”

Kenneth Lee, Head of Accounting and Valuation Research at Citigroup
Investment Research, and author of Unlocking Tax Value

The AFM [Authority for the Financial Markets] found that disclosure of
accounting policies for income taxes was not extensive enough. The AFM
believes that disclosure of accounting policies for income taxes included

in the financial statements can be improved, among other things, by
tailoring these policies to the circumstances of the company. In addition,
companies can provide greater transparency regarding the question whether
recognised and unrecognised deferred tax assets are reviewed at each
balance sheet. There is also room for improvement regarding certain
required income tax disclosures.”

Supervision of the 2006 financial reports of listed companies —
Activity Report Netherlands Authority for the Financial Markets (AFM)
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STAKEHOLDERS AND TAX

TAX TRANSPARENCY FRAMEWORK

and tax

—) WU/ AN

In recent years tax has become more
complicated and specialised, as globalisation
has challenged local tax regimes and
governments to become more aggressive in
protecting their tax base, whilst imposing
additional taxes to raise revenue. This has
resulted in increasing sophistication in the
approach to tax, requiring the allocation of
increasing resources to the oversight,
management and regulation of tax and the tax
function.

Stakeholders

/N

The range of external stakeholders interested
in tax in the corporate sector has grown,
increasing the demands on companies to
provide more information. Investors, analysts,
Non-Governmental Organisations (NGOs) and
financial journalists are among those now
focused on tax; they are very often not tax
experts and need information that is readily
understandable. Tax can no longer be treated
as a ‘black box’ and viewed as deeply
complex, technical and accessible only to
the expert.
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STAKEHOLDERS AND TAX

Stakeholders and tax

Consumers

» Lower sales taxes

Investors

» Clarity on tax risk position
» Year-on-year stability of tax charge
» Understanding likelihood for deferred tax to materialise

Finance

» Management of tax risk including reputation risk > EEhead) (e Gans

» Ethical business practices

» Tax compliance
» Building trusted relationship with Tax Authorities

Employees

» Job security
» Good corporate citizenship

External Affairs

» Avoiding negative press on anti-avoidance

» Campaigning against tax avoidance

» Maximising corporate tax take
» Attracting and retaining investment » Asking companies to pay a fair contribution
in all countries of operation

» Financing public services

Stakeholders in the centre of the figure are internal company stakeholders. Those on the outside are external.
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STAKEHOLDERS AND TAX

What each stakeholder group is looking for
from the company’s tax position and
information is different and sometimes
conflicting. Balancing these relationships is
becoming increasingly difficult and we believe
requires a considered approach to how tax is
managed internally and how that
management and strategy is communicated
to this wider stakeholder group. There are a
number of obvious conflicts with investors
often wanting the lowest sustainable tax while
governments are trying to maximise the tax
collected. A company’s tax position is
beginning to take on a moral element in the
eyes of some NGOs, with the terms ‘tax
avoidance’ and ‘transfer pricing’ emotive and
the results seen as contrary to a wider
corporate responsibility. Individual
stakeholders may even have conflicting views
with employees wanting their company to be
a good corporate citizen and pay tax, but
when they switch hats and become
consumers, they may be focused on lower
prices, which imply lower taxes. How do
companies manage the reputational aspect of
tax with such a diverse group of
stakeholders? Despite the conflicts, there is
some common ground.

The diagram on the next page shows
potential conflicts:

Governments have to balance maximising
the tax take to finance public services with
maintaining a competitive tax system to
attract investment.

Companies have to optimise their tax
charge to serve the interest of shareholders,
but at the same time want to manage their
reputational risk with a wider group of
stakeholders.

But some common ground is also clear:

Governments and society have a common
interest in attracting and retaining
investment.

Governments and companies both want a
simpler, better tax system and easier
compliance, and there is a common interest
in good corporate citizenship.

Stakeholders are generally looking for more
and better information on tax. They want to
know a company’s tax strategy and to
understand the numbers and why tax is not
simply the accounting profit at the statutory
rate of tax. They want to know what
companies contribute in taxes with a drive to
be able to do their own analysis and take
informed decisions. One of the challenges is
how tax specialists faced with these trends
communicate all this information in a way that
is understandable to the non tax specialist.

What do stakeholders want in detail and why?
We have had discussions over a number of
years with stakeholders and have identified
three broad areas where clearer information
would be welcomed.

All stakeholders want more and clearer
information about a company’s strategy and
business on which to base their decisions.
This is more widely accepted in other parts of
a business where articulating your strategy to
stakeholders is considered extremely
important. Tax professionals have traditionally
been cautious about discussing their tax
strategy and tax numbers out of the genuine
and understandable concern that this might
be misunderstood, or lead to more and
unwelcome questions.

Understanding the strategy is to understand
how a company approaches tax, the attitude
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10 STAKEHOLDERS AND TAX TAX TRANSPARENCY FRAMEWORK

Stakeholders needs

< Companies & employees

v v
Optimise Manage tax/
tax charges Reputational risks

v
Enhance tax
compliance

v
Improve corp.
citizenship
Governments »
v
Enhanced
transparency

v
Maintain
tax regime
competitiveness

A\
Finance public
services

to planning and compliance. It is also the key
pointer to the way the company balances the
pressures of minimising taxes to enhance
shareholder returns whilst managing
reputational risk. Stakeholders often attach
more importance to how a company presents
its tax strategy as they were clear in their view
that without this framework, the other
information on tax loses a significant portion
of its value.

Understanding the corporate governance
procedures put in place to ensure the strategy
is implemented in accordance with the agreed
policy is also critical. Stakeholders want
reassurance that whatever strategy is in

place, it is monitored, in order to be confident

A\
Understand
sustainability
of tax charge

v

Attract & retain v
investment

Understand
what companies
contribute

<

that what happens in practice is consistent
with that strategy. The increasingly difficult tax
environment, as revenue authorities take a
more robust position in investigations,
coupled with the growing focus on tax by
other stakeholders, indicates an area where
the risks are growing.

Stakeholders also want a clear explanation
of the tax risks a company faces as a result
of its business model. They want to know
where material tax exposures lie, whether tax
provisions are adequate, and perhaps, more
importantly, will more cash tax be payable

in the future. If steps have been taken to
minimise the risk, stakeholders are also keen
to see the detail.

Investors
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STAKEHOLDERS AND TAX

An easily understandable reconciliation

of accounting profit to taxable profit is
welcomed by most stakeholders, and there
was a desire for the use of straightforward
descriptions for each of the adjusting items.
There is a consistent desire for the notes to
be sufficiently detailed to provide useful
information, without the compression of

a number of adjustments attached to very
large numbers.

Investors, and increasingly the corporate
responsibility community, are keen to
understand the cash impact of tax and how
much is paid into government coffers.

Cash tax is unaffected by the impact of
accounting adjustments and deferred tax,
which is often misunderstood and needs

to be communicated carefully. Investors are
often more interested in the cash tax
payments as the cash figures will feed more
readily into any present value modelling
analysis.

All stakeholders in the area of tax are
interested in clear and understandable
numerical information across these areas.

Tax has moved up the boardroom agenda in
recent years, and stakeholders often want to
understand the impact of tax on a business
and on the communities where it operates.

Tax can have a material impact on the overall
business strategy of a company. And the
materiality is often dependent on the industry
in question. The business may depend partly
on the tax treatment of its products, as in the
financial services industry, or the post-tax
return may be materially affected by different
types of taxes, as for extractive industries.
Transparent discussion of these often external
factors is key to providing investors with the
tools to fully understand the company’s
business and its operating environment.

There is a clear desire for more information on
the economic contribution of the taxes paid
by a company in the countries where it
operates. There is a push for disclosure
beyond the corporate tax charge in the
financial statements and the inclusion of
information on the often very varied taxes a
company can pay. PwC’s Total Tax
Contribution provides a useful framework for
this reporting

Discussing these needs with stakeholders
and a number of companies led us to develop
the transparency framework, which is laid

out on page 13 and was recently published

in the UK.

We then go on to discuss what we found
when looking at the published reports of large
listed European companies, focusing on the
UK, Belgium and the Netherlands.
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12 A SUGGESTED FRAMEWORK

There are two drivers behind our decision [to communicate our tax strategy].
Driver 1, and to be clear what it isn’t, it isn’t to be altruistic, it isn’t to be
transparent for its own sake, it is because | think there is real value to Vodafone in
being transparent to the markets, to our stakeholders about what it is we do and
our tax strategy, our tax risk and our approach to dealing with tax administrations.
Secondly | think it’s just part of a culture that permeates the organisation; it’s
important to say and to be transparent and open in your external conversations
because that transcends into your internal conversations and how you think
about yourself as professionals, how you approach tax, the integrity, the
openness and the transparency with which you deal with each other, with which
you deal with people in the business and your external stakeholders. Those are
the drivers behind why we take this so seriously and why Vodafone works so hard
to be transparent in its external reporting.

Going back to that first point, it is really important to re-emphasise that there is
nothing altruistic, there is nothing about raising our ethical or moral standards in
respect of our transparency in this regard, it is truly about a real business benefit;
| believe that providing certainty and respect to what it is we do in the tax space,
why we take the approach we do, how we manage risk and how we approach
our interaction with tax authorities comes back to us in real shareholder value and
that is the fundamental driver behind why we take this so seriously.”

Joel Walters, Group Tax Director, Vodafone

“It’s important to us that we align our tax strategy and philosophy with our longer
term business strategy and we find that the benefits to reporting the taxes paid
are far wider than just purely tax.

As a group we have an active policy of constructively engaging with our
stakeholders at all levels, from a tax perspective | see that as no different from
what we are trying to do as a general business and therefore we have found that
by actively reporting what our total tax contribution is, that’s helped us as a group
to actively engage with our stakeholders. Historically tax has always been the
corporate tax line in the profit and loss account and | think as we’ve moved down
the road of reporting more and more of our total contribution both in terms

of taxes paid and collected, it’s brought an increased understanding across

the group, whether that’s at board level or senior management level, of the
contribution we as a tax function are actually making to the group.”

Keith Tucker, Executive Vice President for Tax, Anglo American
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A SUGGESTED FRAMEWORK

TAX TRANSPARENCY FRAMEWORK

Section 1

Section 2

»

»

»

Section 3

v

v

v

2 Disclosure of how the company’s tax strategy and function is managed

6

X

Tax strategy and risk management

Clear discussion of the company’s tax objectives and strategy

and of who in the organisation has responsibility for governance and oversight
Clear disclosure of the material tax risks faced by the company

Tax numbers and performance

A clear explanation as to why the current tax charge is not simply the accounting profit

at the statutory rate of tax

A transparent reconciliation of the company’s cash tax payments to the tax charge included

in the income statement

Disclosure of the forward-looking measures for tax, including forecast accounting and cash tax rate

Total Tax Contribution and the wider impact of taxes

Detail as to how tax impacts the wider business strategy and results of the company
Disclosure of the impact of tax on shareholder value
Clear communication of the economic contribution of all taxes paid by the company
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14 SECTION 1 - TAX STRATEGY AND RISK MANAGEMENT TAX TRANSPARENCY FRAMEWORK

Section 1

Tax strategy
and risk management

Key observations

» Only a small minority of companies make any reference to their
tax strategy.

» As with tax strategy disclosure, the UK has a slight lead in this
area, with around 1 in 4 companies providing details on their
governance processes surrounding tax.

» More companies provide details on their specific tax risks than
report on strategy and governance.
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15 SECTION 1 = TAX STRATEGY AND RISK MANAGEMENT

TAX TRANSPARENCY FRAMEWORK

A clear strategy is the basis of any company’s
reporting and, in any area of reporting, is the
base for understanding what a company says.
The coherent disclosure of a tax strategy is
considered key because it is difficult without
the strategy to put the other disclosures
around tax into context. Investors and other
value driven stakeholders want to see a clear
explanation of what the strategy is, how that
strategy was devised and the potential impact
of following the strategy.

An increasing number of companies are
discussing tax strategy, but those that we
have previously seen report their tax strategies
well are continuing to do so and are generally
providing greater detail in this area.

Clear discussion of the company’s tax strategy and objectives

More companies are discussing their tax
strategy in their corporate responsibility
reports than in their financial statements.

This indicates that companies see tax as

part of the developing corporate responsibility
and sustainability agenda. This appears
particularly true of companies in the extractive
industries who are under pressure to
demonstrate where and how they add
economic value, and that they make a
suitable contribution into the communities
where they operate.

We have included several extracts illustrating
how companies disclose information on their
tax objectives and on their attitude to tax risk
and planning.

Source » Nutreco NV — Annual Report 2007 — Page 71

J nutreco

Tax

In January 2006 Nutreco Holding NV, concluded an
enforcement covenant with the Dutch 1ax authorities as
part of the ‘horizontal supervision’ project initiated by the
Dutch Ministry of Finance on the basis of which existing
cooperation was further enhanced. The starting points of
the covenant are openness and transparency, based on
mutual respect and trust, resulting in an intensive exchange
of information and preliminary consultations on matters
with potentially material tax consequences.

During 2007, under the covenant, agreement was reached
on the Dutch tax position up to and including the fiscal
year 2006 and the final tax assessments up to and
including 2006 were imposed accordingly. With regard

to 2007, any relevant tax matters were raised — and
agreement was reached — at pre-consultation sessions.

As a result, any uncertainties concerning the Dutch tax
position have been reduced to a minimum.

This form of collaboration fits within Nutreco's policy on
risk management in respect of taxation and is partly made
passible by a constant focus on the level and quality of the
internal control framework in the area of taxation, which is
alzo included in the collaboration under the covenant.

In the ather jurisdictions where Mutreco is operating, the
Company is, where possible, pursuing a proactive policy
in order to minimise any uncertainties regarding the tax
positions. The internal control framework for taxation is
used in most other countries as well and will be further
implemented in 2008.
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16 SECTION 1 = TAX STRATEGY AND RISK MANAGEMENT TAX TRANSPARENCY FRAMEWORK

g Source » KBC SA/NV — Corporate Social Responsibility Report 2007 — Page 36

4 RESPECT FOR GOVERNMENT

In particular, we are committed to being a responsible taxpayer,

KEY PRINCIPLES based on solid 1ax compliarice and legitimate 1ax planning. This is

also part of our Group Responsible Tax Strategy™. Maore specifically,

e aim {0,
Our respect for and willingness to co-operate » gnsure correct and timely payment of all taxes due,
with government (see below) » manage aur tax risks and tax disputes pro-actively,
Group Respansible Tax Strategy = enable tax clearance for KBC products,

= provide first-rate tax advice,

As KBLC's operations span various countries on several continents, we  These objectives are to be met by means of:

take particular care in observing national and local laws and 1. an optimal system of tax management,
regulations of our host countries and are mindful of our cbligations 2. compliance wath tax cbligations in the various jurisdictions in
under them. Indeed, the basic principle underlying our responsibility which KBC operates,
towards public authorities as stakehalder is our respect for and 3, a code of conduct specifying the standards of fiscal best prac-
willingness to co-operate with government by: tice™,
¢ oheying both the letter and spirit of the laws and regulations in 4, policies aimed at limiting and controlling tax risk,

place 5. increased transparency via a reporting system and information
* making the necessary efforts to cultivate a good and long-stand- exchange.

ing relationship with local authorities and public bodies.

Source » KBC SA/NV - KBC Group Responsible Tax Strategy

KBC Group =
Responsible Tax Strategy KBC

Objectives and mission

The KBC group is committed to being a responsible taxpayer, based on
professionally executed tax compliance and legitimate tax planning, based on
valid business purposes.

More specifically, KBC's reputation as a responsible taxpayer shall be safeguarded
by:

= ensuring correct and timely payment of all tax due

+ managing tax risks and tax disputes pro-actively

= providing tax clearance for KBC products
whilst legitimate tax planning should lower the overall tax cost incurred by KBC by:

= mitigating the effective rate of corporation tax and all other tax liabilities

+ avoiding tax leakage via compensation of all carry-forward losses and
optimisation of VAT recovery

= pro-aclively managing the tax base

« providing high-quality and solution-driven tax advice,

PricewaterhouseCoopers



17

SECTION 1 = TAX STRATEGY AND RISK MANAGEMENT

TAX TRANSPARENCY FRAMEWORK

Source » Diageo plc — Corporate Citizenship Report 2007 — Page 27

With responsibilities to many stakeholders,
including investors and governments, we strive
o organise our tax affairs efficiently within the
faw. As part of this, we consider the options
available to us for where Diageo’s profits and
hence tax liabilities ane located geographically,
Such decisions are based on a combination

of commercial strategy, cost and the levels of

Transactions between Diageo subsidiaries in
different countries are priced on anarm’s length
basis as il the subsidiares were unrelated companies,
in complisnce with the OECD Model Tax
Convention. Consequently, the tax administrations
in the two colntries recelve a fair allocation of

tax from the profits involved in the transaction
and the same profit is not taxked twice,

DIAGEO

taxation in different countries: However, we have
a strong preference for locating our tax fiabilities
in territories where we also have significant
commercial operations.

Source » Vodafone Group plc — Corporate Responsibility Report 2008 — Page 166

6

vodafone

Tax

We believe it is important to state clearly and precisely our views on tax in the
context of corporate respansibility. We believe our obligation is to pay the amount of
tax legally due and to observe all applicable rules and requlations inall of the
territories in which we operate. Within this agreed obligation, we have a
responsibility to our shareholders to legally minimise and control our tax costs. We
accept that some may not share this view and believe that transparency regarding
our position on this point is the best policy.

In meeting our legal tax obligations, we must operate within clear, agreed ways of
working. This includes:

* pperating in 2 manner that is consistent with appropriate conduct and behaviours
* contributing to shaping the tax environment where we cperate
* heing transparent and accountable,

Qur approach to achieving these objectives is outlined below.

Code of conduct

Vodafone |s committed to acting with integrity and transparency in all tax matters.
We operate within a clearly defined Group Tax Code of Conduct which sets out the
principles, responsibilities, conduct and approach to working relationships of all tax
professionals werking in (and with) Vodafone. We expect our employees and
advisers to behave with integrity and maintain the highest professional and ethical
standards in line with our Code of Cenduct. Vodafone does not condone tax evasion
(using illegal means fo reduce taxes payable) in any circumstances,

This expectation is reinforced by our Tax Team Behaviours, against which individual
performance is evaluated to ensure accountability,
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Disclosure of how the company’s tax strategy and function
is managed and of who in the organisation has responsibility

for governance and oversight

The importance given to a clearly defined tax
strategy to provide support for the rest of the
tax reporting depends itself on the supporting
governance framework. Any strategy has to
be put into context by the governance and
management processes surrounding it.

It can often be difficult to determine to what
extent the board is involved in setting a
company’s tax strategy or how tax comes
within the scope of the wider risk
management policy. We know that tax
receives much more attention from the boards
of companies than is apparent from reading
corporate communications.

Despite the size of the numbers associated
with tax, few details are typically disclosed on
the risk management processes surrounding
tax. It seems reasonable for investors to seek
assurance that tax risks, just as in any other
area, are appropriately identified, assessed
and managed.

We found that only a minority of companies
identified who was responsible for setting the
tax strategy. Some companies have begun to
identify tax as a separate responsibility within
the remit of the CFO, to reassure stakeholders
that responsibility in this area was clearly
assigned, rather than being inferred or
implied.

Recent adjustments to accounting standards
are requiring further detail on tax risks and
likely financial impact; the framework does not
suggest any amendment to or competition
with these standards but rather that the
additional information could be
complementary to those standards.

The following extracts provide good examples
of disclosures in this area.

Vopak

Source » Royal Vopak NV — Annual report 2007 — Page 44

Legislative and regulatory risks

Vopak is a decentralised company with a clear network strat-
egy and branches in 30 countries. The company initiates reg-
ular local external audits of its compliance with laws and reg-
ulations. The Corporate Tax department regularly visits divi-
sional offices and terminals to discuss tax positions, increasa
awareness and management of these positions and ensure
smooth communications between terminals, the division
and the Corporate Tax department. Guidelines for dealing
with tax issues were updated and implemented in the organ-
isation during the year. Vopak also maintains a compliance

database.
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TAX TRANSPARENCY FRAMEWORK

Gasorn

Source » Kazakhmys plc — Annual Report 2007 — Page 38

The Group takes a responsible and transparent
approach to the management and control of its
tax affairs and related tax risks; and has therefore
adopted a tax strategy which is aimed at achieving
the above objectives, thereby aligning it with the
Grnup s long-term strategy:

= the Group's tax risks are assessed as part of the
Group's forrmal governance processes and are
reviewed by the Chiaf Financial Officer who
reparts them to the Audit Committee bn a
reqular basis;

significant tax risks, implications arising from
thase risks and potential mitigating actions ara
considered by the Board when strategic decisions
are being taken,

the 1ax risks of proposad transactiohs or new
areas of business are fully considered before
proceeding,

the interim and annual effective tax rate and the
composition of the tax charge are reviewsd by
the Audit Committee as part of their remit in
reviewing the intarim and annual reports;

the Group builds an equitable relationship with
the tax authorities in the junsdictions in which

it operates;

the Group takes appropriate advics {rom
reputable professional firms;

where disputes arise with government authorities
with regard to the interpretation snd application
of tax legislation, the Group is committed to
addressing the matter pramptly and resalving
the matter with the relevant tax authority in an
open and constructive manner;

the Group employs professional tax managers
within the corporate head office and the
aperating businesses, and provides ongoing
technical training to them.

Source » KBC SA/NV - Corporate Social Responsibility Report 2007 — Page 36

At KBC, the tax administration and management function is

spearheaded by our Group Tax Division. Tax issues relevant to our

international operations are managed along entity and country lines.

Mareover, each year, the local tax functions are reguired to report to

the group tax function on tax matters. International tax legislation ‘

and trends are monitored centrally and communicated to local tax
functions, while the latter collect information on tax laws and trends

relevant to their countries
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Clear disclosure of the material tax risks faced by the company

All companies face tax risks to some degree,
and stakeholders are keen to see information
on the quantum of the risk along with the
likelihood of the risk crystallising.

Material tax risks can often arise from differing
interpretations by companies and the tax
authorities. There is always a need to balance
providing information to stakeholders with the
concern of providing detail on their
assessment of the risk to the tax authorities.
We are not suggesting disclosure of
commercially sensitive information, but rather
that the issues and risks are presented. There
were a number of good examples where
details of ongoing discussions with the tax
authorities were provided in areas where

the tax treatment of a particular transaction
was being considered.

We found an increasing number of companies
disclosing information in relation to major risks,
including the company's measurement and
view on the likely outcome, and the impact on
the financial statements. There is significant
variability in the quality of disclosure.

The best examples provide comprehensive
detail on the specific issues and a careful
quantification of the risk. However, a number
of companies disclose in very general terms,
with few details on the likely outcome of
specific issues to help the user of the
accounts. This does not allow investors and
analysts to have a clear understanding of the
future potential cash tax impact.

The ongoing horizontal monitoring project in
the Netherlands also led to excellent reporting
by a number of listed Dutch groups in this
area. The participants carefully explained the
intent and the impact the discussions with the
tax authorities had on their tax risk profile.

“Rank Group

Source » Rank Group plc — Annual Report and Financial Statements 2007 — Page 16

Risks

1} Regressive changes to gambling requlations
2} Further deterioration In consumer spending

Risk assessme

= Mo stated cha
= Hostility to ga

quarters of the natlonal media
= Group focus on customer value

casing openings

2} Increased competition from in-home leisure

nt

nges Lo gambling policy
mbling refarm in certain

1} Increased competition from new

— Pace of supply growth in casinos much
slower than expected

= At least 40% of Rank’s UK casinos face no
new competition under current legislation

1) Further increases in taxation
Z) Increases in operating costs
{particularly labour)

expected in October 2008

' The Growap beleves Ut i wall not be sfectiogd -.||_|||II|' anihy ey @y Laxataoe sncreasds In fhe Covememént'y i||.||ll:1- 1 12 March 2008
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- Mo significant increases in taxation expected’
= Further increase in Mational Minimum Wage




21

SECTION 1 = TAX STRATEGY AND RISK MANAGEMENT TAX TRANSPARENCY FRAMEWORK

Source » Koninklijke Ahold NV — Annual Report 2007 — Page 80

s o) 1A lax claim
m Ah Id The Swedish tax authorities have denied interest deductions made by
O ICA Tor interast on borrowings to an Irish subsidiary of nearly SEK 1.8

billion (ELIR 120 million) for the pericd 2001-=2003. The Swedish tax
authorities claim amounts to SEK 716 millian (EUR 76 million),
including penalties and interast. The Irish subsidiary's operations
were wound up n 2003, ICA beheves thal the deductions were in
compliance with tax rules, ICA Is contesting the claim and penalties
and has appesled the decision o the County Administrative Court
The Swedish tax authorities have also conducted an audit of the
restructuring of the ICA Group's linance operations in July 2004 bul
-as announced by ICA on November 28, 2007 - have withdrawn

a staterment to the County Administrative Court that [CA should be
denied interest deductions of SEK 1.7 billicn (EUR 179 million)
made in 2004-2005

Source » Mobistar SA/NV — Annual report 2007 — Page 30

Information concerning important ltgation and other commitmants

4. Since 1987, cerlain municipalities and two provinces in Belgium have Introduced fiscal measures enabling them
1o leavy taxes on GSM pylons, masts and antennas located In their area. The legality of these taxes is being
contested before the Council of State and the Courts of First Instance (Tax Chamber).

Falowing an interlocutary question brought by the Council of State to the Court of Justice of the European
Communities, the latter ruled in a decision dated 8 September 2005 that such taxes are not incompatible with
Eurcpean law, insofar as they do not alter the conditions of competition between the historical oparator and the
new market operators.

The Council of State has decided on 20 November 2007 that a local tax violates the principle of equality if the
reason appeaning the preamble of the local tax rule, is pulled by the financial position of the municipalty, Indeed,
such a motive clarifies by no means the differentiation applied between the mobile network operatars (which are
taxed by virtue of the local tax rude in question) and the owners of other similar networks fwhich are not taxed by
virtue of the same local tax rule). The local tax ruls cannot ba held for bench if the difference in treatment is based
o a likely critesion of justified and reasonable objectives,

The receivable representing the disputed amount of enrolied taxes, increased Dy the interests on amears at legal
rate, gives rise 1o a provision recorded in the P&L account for an amount of 24.325 milion euro of which 4,331
million euro arose In 2007,

PricewaterhouseCoopers
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Section 2

Key observations

» Although accounting standards require explanation as to why
the tax charge is not simply the accounting profit at the statutory
rate of tax there is significant variation of quality.

» Very few companies provide reconciliation of the company’s cash
tax payments in relation to the accounting tax charge.

» The provision of forecast accounting or cash tax rates is sporadic
with slightly more evidence of UK groups providing this
information.

» Forward-looking statements and measures are a key part of any
company’s communications and, for tax stakeholders, focus on
future effective tax and cash tax rates.

PricewaterhouseCoopers
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The reconciliation of the actual tax charge to
the charge on profits at the statutory rate of
tax has long been a requirement of
accounting standards.

Most companies reviewed, provide a
satisfactory explanation as to why their tax
charge is not simply profit at the statutory rate
of income tax, and this was true across all
jurisdictions. However, many companies use
ambiguous terminology which often does

not enlighten the reader.

Stakeholders are looking for straightforward
tax notes and disclosures without technical
complexity or ambiguity. It should be clear
to a non-tax specialist why a company

is not paying tax at the statutory tax rate

of the parent company of the group.

The reconciliation could be a very useful
step in explaining in detail why the tax rate
varies because of, say, overseas operations
or specific reliefs. The use of opague
terminology means that this opportunity is
often not taken.

Tax reporting can be somewhat opaque;
transparent reporting and the provision of
clear explanations without the use of complex
tax technical descriptions is just one of the
challenges tax professionals face.

The following extracts set out the tax
reconciliation in a clear and helpful way.

belgacom

Source » Belgacom SA/NV - — Page 40

The reconciliation of income fax expense applicabie to income before taxes at the statutory income tax rate to inCcome tax expense
at the group's effective income tax rate for each of the three years ended is as follows:

Year ended 31 December

{EUR million} 2005 2006 2007

Income before taxes 1,436 1,451 1,258
At Belgian statutory income tax rate of 33.99% 488 493 427
Lower income tax rates of other countries a 1] =3
EfMect of reduction in income tax rates on closing balahce of deferrd income tax g =1 a
Income tax conseguences of disposal of sebsidiaries and other participating interests -105 -4 25
Income tax conseqguences of capital losses on investments 0 subsidiaries ] 1] =1
Non-tacable income rom subsidianes -54 -95 -119
Non-deductible exponditures for income tax purposes 17 8] 21
Other =3 =16 =1
Income tax expensa 338 358 300
Effective income tax rate 23.57% 24.65% 23.84%
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@ ANGLO
AMERICAN

Source » Anglo American plc — Annual Report 2007 — Page 102

b} Factors aHecting tax charge for the year
The effective tax rate for the year of 30.5% {2006: 29.8%) s marginally higher than
the standard rate of corporation tax in the United Kingdom (30%). The differences

are explainad below:
LIS medlion 4 206"
Prafit on ordenary activtes belors tax

continusng oparations BEA21 B443
Tax on profit on ondinary activities calculated at
United Kingdom corperation tax rate of 30% 2646 2,533
Tax effect of share of net income from asseciates (551 (182}

Tax eflects of:

Expenses nol deductible for tax purposes

Operating special items and remeasurements 15 34

Exploration expendiure 18 17

Orther non-deductible expenses as 86

Mon-tasable iIncome

Profits.and losses on disposals and financing remeasurernents T} (83}
Cither non-taxable income &1 (4B}
Tempaorary ditfemence adpstmndis

Changes in tax rates 12 -

Movemnents in tax losses 13 (85}
Enhanced tax depreciation {9} =

Crther temporary differences (14 9)
Oy adjuntiments

South African secondary tax on companies Fit 227

Effect of dfferences between local and UK rates \4E} 63

Cither adjustments 52 {40)
Tan chasge tor the year — oontEnuing operEton 2,683 2518

"' Comparatives have been adjussed 1o exclude smouris mlating (o deconbrued gperationm.
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5 A transparent reconciliation of the company’s cash tax
payments to the tax charge included in the income statement

Stakeholders want to understand how the
accounting tax charge links to the cash tax
payments a company makes. This is a real
focus of the value driven stakeholders and
those stakeholders with a remit in corporate
responsibility.

There is often a misunderstanding of the
relationship between the accounting tax
charge and cash tax. Often the cash tax paid
is lower than the accounting charge in the
year due to the impact of deferred tax or
losses brought forward. This can lead to

payments differ from the accounting charge
removes any risk of misinterpretation.

More companies are acknowledging the
importance of cash tax as a measurement

of performance but they remain a significant
minority. We found only one example of a
direct reconciliation between the cash tax
payments made and the income statement
tax charge. Investors want to understand how
cash tax will or could vary in the future, which,
given the impact of tax on cashflows, can be
key in present value modelling.

inaccurate assumptions about the level of tax
payments a company will make in the future.
Discussion of how and why the cash tax

Some useful examples of how the cash tax is
disclosed are included below.

Source » Kazakhmys plc — Annual Report 2007 — Page 34

@Ws

[———ij
7o) EBITOA
1 Werde etfs impmirment losses and fised assets
dinpoesal Bisses
& Fare wchange lons adlustmarrt
2 Working capital mavoments
= IR - e 4 lpteresr paid
] 5 Imcome lex.oned
_ 1 & ::LS-':iI'-l""='|'_.33l|d:E'il:‘;:'"l..."'-!.-'lc

reg Cash Flow

Source » Tomkins plc — Annual Report 2006 — Page 20

Tax charge and cash tax cost

Tomkins

£ million During the year, there was a release of
77.7 provisions for uncertain tax positions of
35.8 £50.6 million. This followed the successful

resolution of outstanding tax issues in the
US, the change in certain tax laws and the
change of views on the likely outcome

of challenges by the various tax authorities.

70.5
58.6

[ Cash tax cost
M Tax charge

PricewaterhouseCoopers
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6 Disclosure of forward-looking measures for tax, including
forecast accounting and cash tax rate

Stakeholders are always very clear that they
want information or forecasts on future
performance and this is as true for tax as for
any other area.

It is clear from discussions with companies
that there are a range of management
measures for tax. It is also clear that few
publish these. The forward-looking measures
used by a company to manage tax could be a
useful tool for all stakeholders. Similarly to the
link between the accounting tax charge and
the cash tax payments, stakeholders,
particularly the analysts and investment
community, want to see forward-looking

statements on effective tax rates and cash tax
rates and payments.

Our review shows some companies,
irrespective of jurisdictions, are publishing
forward-looking statements, and some groups
are willing to disclose estimates of the future
tax rate. These range from a relatively vague
range of potential tax rates with no fixed time
scale, to more specific estimates of the
coming year’s rate. Again these companies
are in a significant minority.

Below are some interesting examples of how
this can be approached:

Source » BT Group plc — Annual Report & Form 20-F 2008 — Page 50

Tax accounting

At gach financial year end an estimate of the tax charge is
calculated for the group and the level of provisioning across the
group is reviewed in detall. As it can take a number of years to
obtain closure in respect of some items contained within the
corporation tax returns it is necessary for us to reflect the risk
that final tax settlements will be at amounts in excess of our
submitted corporation tax computations. The level of
provisioning involves a high degree of judgement.

The level of cash tax payments in 2008 and 2007 has been
materially affected by a repayment of overpaid tax in relation to
prior years following the settlement in 2007 of all open UK tax
matters for the ten years up to and including 2005. In 2008 we
received a cash repayment of £521 million and in 2007 a cash
repayment of £376 million,

In each of the three years 2006, 2007 and 2008 the cash tax
paid is lower than the income statement charges. This is partly
due to the phasing of UK corporation tax instalments, the level
of provisioning for risks, taxation of specific items, the impact of
deferred tax and the impact of overseas losses or profits which
are relieved or taxed at different tax rates fram the UK,

It is expected that the cash tax paid will increase in the short
term, despite the reduction in the UK corporation tax rate from
30% to 28% from 1 April 2008, with one of the contributing
factors being the change in the capital allowances rate for plant
and machinery which fell from 25% to 20% with effect from the
same date.

The effective corporation tax rate on profits befare specific
items is expected to increase from 23.2%, the rate applicable to
2008. However, we believe that the future years' tax effective
rate will remain below the statutory rate of 28%.

o€

Bringing it all together

PricewaterhouseCoopers
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Source » LogicaCMG plc — Annual Report and Accounts 2007 — Page 94

Taxation
lOOiCQ Based on the progress of the legal structure integration
o following the acquisitions in recent years, we have been

able to accelerate the banefit of historic tax losses in
2007. The effective tax rate on continuing operations for
the year, before share of post-tax profits from associates,

exceptional items and amortisation of intangible assets
initially recognised on acquisition, was 17.6% (2006;
25.4%). The effective tax rate for 2008 is expected to be

around 23%.

The total tax charge for the year ended 31 Dacember
2007 was £5.4 million (2006: £31.2 million) of which a
tax credit of £26.4 million (2006: £14.0 million cradit)
relates to exceptional items and amortisation of
intangible assets initially recognised on acquisition,
The remaining decrease is mainly due to the use of
previously unrecognised tax losses brought forward.

Source » AstraZeneca plc — Annual Report and Form 20-F Information 2007 — Page 81

The effective tax rate for the year was 29.5%,
sirmilar 1o the 29% for 2006, The shight increase
for the year compared to 2006 reflects

the combined effect of differences in the
geographical mix of profits, the reversal of tax
deductions relating to share-based payments,
the reduction in the UK tax rate as applied to
UK net deferred tax liabilities, and an increase
in tax provisions principally in relation to
ghobal transfer pricing. The full year tax rate
for 2008 is anticipated to be similar to 2007,

Reported eamings per share were $3.74
compared with £3.86 in 2006, a decrease
of 5%. After adjusting for the impact of
restructuring and synergy costs, earnings
per share rose from $3.86 to $4.20, an
increase of 79, Excluding the impact of
Medimmune as well, earnings per share
increased by 15% to $4.52. The share
re-purchase programme is calculated to
have added 8 cents to EPS during the vear,
after allowing for an estimate of interest
income foregone.

AstraZeneca%’
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Section 3

Total Tax Contribution
and the wider impact

Of tax

Key observations

» The tax impact on their wider business strategy is discussed
by a minority of companies.

» Very few companies refer to tax in the context of shareholder value.
» In contrast, an ever increasing number of companies referred in

some way to their wider economic contribution and, in particular,
communicated via their sustainability reporting.

PricewaterhouseCoopers



29

SECTION 3 — TOTAL TAX CONTRIBUTION AND THE WIDER IMPACT OF TAX

Detail as to how tax impacts the wider business strategy

and results of the company

In certain industries tax can have a material
impact on the overall business strategy
of a company.

In particular changes to fiscal policy can have
an impact on how a company does business,
and though often dependent on the structure
of that company. With the ever increasing
changes to the tax environment we believe
there is value in being transparent as to if and
how these changes impact the wider
business. Disclosure of this information can
help investors gain a deeper understanding
of the environment in which a company

does business.

There is a significant variance in the disclosure
between different industries facing ongoing
material issues with tax, such as tobacco,
alcoholic beverages and the extractive
industries. We found some companies used
the opportunity to provide a general
commentary on the tax environment and how
it affected their operations while others used
the annual report as a lobbying tool for what
they perceived to be disadvantageous tax
rules or proposals.

Examples illustrating how tax can impact the
overall business strategy are detailed below.

TAX TRANSPARENCY FRAMEWORK

Source » Aegon NV — Annual Report 2007 — Page 74

.EcON

TAX CHANGES

Insurance products enjoy certain  tax  advantages,
particularly in the United States and the Netherlands,
which permit the tax-deferred accumulation of earnings
an the premiums paid by the holders of annuities and life
insurance products under certain conditions: and within
certain limits: Taxes on Chis 'Inside bulld-up’ of earnings
may nat be payable at all and, if pavable generally are due
only when earnings are actually paid, The US Congress
has, from time to time, considered possible legislation that
would eliminate the deferral of taxation on the accretion
of walue within certain annuities and life insurance
products. In addition, the US Congress passed legislation
in 2001 that provided for reductions in the estate tax, The
passibility of a permanent repeal of the estate tax
continues to be discussed, This could have an impact on
insurance products and sales in the United States. Changes
to tax laws in the Metherlands at the end of 2005,
meanwhile, have reduced the attractiveness of early
retirement plans but tax advantages have been granted
from January 1, 2006 for savings products known as
Levensloop {Life Cycle). Any changes in United States or
Dutch tax law affecting similar products could have a
materially adverse effect on AEGON's business, results of
operations and financial condition.

PricewaterhouseCoopers
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~ Rank Group

Source » Rank Group plc — Annual Report and Financial Statements 2007 — Pages 7-8

Gambling taxation

Durring 2007 we stepped Lp our campaign for

a level playing field across the gambling industry
through the application of fair and consistent tax
and regulatory policies.

Thee focus of our efforts was the pursuil of a change
in taxation for bingo which, unlike any other form
of gambling in the UK, is subject to both 17.5%
value added tax (VAT) and 15% gross profits tax
(GFT), It is disappointing that, in spite of repeated
guestions from Members of Parliament and the
Bingo Assodiation, the Government has yet to
provide a satisfactory explanation for its continued

The Government’s decision 1o increase casino
gaming duty in the Budget 2007 cost Gresvenor
Casinos an additional £4.6m in gaming duty.

The change, which was introduced withaut prior
notification ar cansullation with the casinos industry,
resuited In & 22.6% increase in casing gaming duty,
although some of our smaller casinos experienced
duty rises of as much as 500%.

HM Treasury has stated that it is reviewing the
taxation treatment of player-to-player poker played
in casinos, Theeffect of applying GPT to poker fees
{in addition to VAT) would not be material in terms
of Group profits but would nevertheless discourage
investment in poker rooms, which represent a softer
gaming aspect to casine operations. We would
consider such a move to be contradictory to the

TAX TRANSPARENCY FRAMEWORK

discrimination against bingo, stated alims of the Government’s gambling policy.

Source » CNP SA / NPM NV — Annual Report 2007 — Page 10

The helding companies and tax

NPM/CNP
F‘

& more in-depth znalysis of the valuation basis, breaking
down the nat profit of each of the shareholdings contributing
to it, shows that the around EUR 544 million in net profit are
comprised of EUR 924 million gross and EUR 380 million in
tax. This shows a transitive tax rate of 41%, Who said that
holding companies do not pay taxes? If the dividends that
they receive from their shareholdings and the capital gains
that they realise on them are to a large extent tax-free, it is
simply because the underlying revenues have already been
the subject of taxation at a previous level, In this respect, the
Belgian exoneration scheme on the taxation on the dividends,
"definitively taxed revenues”, is aptly named. The holding
companies actually pay tax [NPM/CNP at a rate of 41% in
2007), but they pay it only once |... as it should be!), at the level
af the shareholdings.

@OEO

Value added tax on postal services

At present, TNT is not allowed vo charge value added tax (VAT)  playing field for competitors and TNT on these services. In

on postal items forming part of the mandatory postal services.  maost other Member 5tates of the European Unicn the scope of
The flip side of chis is that for mandatory postal services TNT mandatory services is very large, Hence a VAT-exemption is
cannot deduct the VAT amounts paid on its purchases of given to national postal operators over a considerable part of
services and goods related to the mandatory services. TNT is the postal market in these countries. According to the
required to charge VAT on all services not included in the European Commission, this distorts the functioning of the
mandatory services, i.e. the services in competition with other  Internal Markee for postal services. It has launched an
operators. Competitors are required to charge VAT on those infringement procedure against Germany, the United Kingdom
and Sweden on this VAT issue in order to resolve it

Source » TNT NV - Annual Report 2007 — Page 119

items as well. Therefore, in the NMetherlands there is a level
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8 Disclosure of the impact of tax on shareholder value

In our discussions with external stakeholders, This is a developing area — very few

their key test of a company’s overall reporting companies considered went beyond linking
strategy is a logical and consistent approach tax to earnings per share. We would be

in their communication. Not surprisingly interested in views as to whether this is seen
investors stated the key measure they were as a worthwhile area of communication.

concerned with is shareholder value.
Below are some examples of how companies

have discussed the impact of tax on
shareholder value.

FRIENDS PROVIDENT

Source » Friends Provident plc — Annual Report & Accounts 2006 — Page 35

Shareholder cash generation is set out balow:

Loy g il Cash consumpan -‘ ’ Cissh gonedation

Cash cotsumplian \‘ h CH

UK Life & Pensions Mew temsinass stiain [£295m | [E26im. |
Infonce surplis | EETm| | E2E3m]
TakAtion B c2sm B oo
International Lite & Pensions  Mew business strain [t | EE3m .
n-foree surgls | ezl B
Tawatmn Etm | £2m |
Sub total; Life & Pensions net cash operating surplus BT - Eali
Othet operating suiplusficebci| Jiim £5m |
VST fEtudn BEsim B =
A Wvidond received §E28n § &2rn
Sub total; cash generated by the business befora finance items =3
Crvidords paid frasm I 57 R
Secutitsation teem [l fasm
Fenaricil reirsutangs - | £17m i t2om
Chthet Fnenco Harms £lam - E£36m l
Total movement S | RE |
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We believe there should be better
understanding of the impact of the tax paid
by a business.

There are regular calls from campaign groups
and non-governmental organisations for
companies to pay a ‘fair’ amount in tax, which
reflects the lack of clarity as to what taxes a
company actually does pay across the
business.

Companies do pay many other business taxes
beyond corporate income tax but, in many
cases, the only information in the public
domain is that disclosed in a company’s
financial statements within its annual report.
This communication often does not go
beyond a corporate income tax charge in
detail and neglects to mention the varied
other types of business tax the company
pays.

There are certain industries where reporting
on the wider impact of taxes is significantly
more advanced. The UK Government’s
Extractive Industries Transparency Initiative
(EITI) is a voluntary agreement within the
extractive industries, to encourage disclosure
including the economic impact of their
operations. This has been adopted by
companies in a number of countries and this
economic impact includes the taxes (in all
forms) paid by the company in the country (or
geographic area) in question.

PricewaterhouseCoopers

The corporate supporters of EITI have broadly
agreed to disclose the quantum of the taxes
they pay and where those taxes make an
economic contribution. The current level of
compliance by the adherents to the EITI with
the issued guidelines varies, with not all
signatories yet fully meeting the requirements.
However, the additional information, even if it
does not meet the full EITI standard, has been
welcomed.

There is clearly a link to the wider
development of the sustainability agenda and
pressure on companies to recognise their
responsibility to the communities in which
they operate. We believe this pressure will
result in an increase in the rate of change in
this area and this appears to be the most
widely accepted area of the framework
outside the communication of tax
performance. Interestingly we have seen the
best examples provided not in the formal
annual report but included in corporate
responsibility reporting.

There was good communication in this area
across all three countries with a variance
between reports in how this message was
passed on. Some companies used PwC's
Total Tax Contribution framework to report on
all business taxes paid and collected. Other
communications, particularly those within the
beverages sector, used a measure of value
added to report on their contribution to
government.

On the following pages are several examples
of how companies are disclosing their Total
Tax Contribution and its wider economic
impact.
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colruytgrou p'

Source » Colruyt SA/NV — Annual Report 2007/2008 — Page 16

Bl 1V Mission and Values of the Colruyt Group in Practice

8 Salary Costs — Net Salary
fn mithion €
Total salary expense BI7I7 1000
Emplovers contribution for social security and insurance 13662
Gross stipends to Belgian employees 4B0.55 T1BE%
Employee NOSS contributions . 5082
Advance tax payment withhaldings 9515
Net Salary 33458 5421%

Of the gross salary of € 480,55 milllion, the employees receved € 334,58 million or 59,6249

The employer NOSS contributions and other legal Insurance amourited to € 135,62 million.

The tatal annual cost of the Colruyt Group salary mass amounted to € 81717 million (€ 48055 million + € 136.62 milion), Of this
sum, the employees received € 334,58 million or 54,21% net.

During the 2007/2008 fiscal year, the Colruyt Group transfered a sum of €187.44 million (€ 136:62 million 4+ € 50.82 million) 1o
the Belgian Office for Social Security.

h. Contribution to the Belgian Treasury
in millan €

Social security 18744
Advance tax payment withheld from salanes 9515
Corporate tax on profits 128,96
Difference between VAT due and deductible VAT 179.65
Withhaolding tax on movables 2335
Withholding tax on immovables 465
Previncial and muricipal taxes and other federal taxes 335

The tatal contnbution transfemed to the Belgian treasury represents 52.16% of the added value(*) generated by the Colruyt Group
in Belguim.

(%) Added value = operating income rinus the cost of goods sold minus senvices and miscellaneous goods, or € 119 biflion In
Belgium:
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umicore
maiuia(s-ﬂrnh'?ﬂa (*?IQ

Source » Umicore SA/NV — Report to Shareholders and Society 2007 — Page 9

Umicore paid taxes to the governments
and authorities where it operates.

V

TAXES (consolidated companies only)

.E fope: 53% .A Pacific 11%
ECONOMIC BENEFITS (in milion <) urop " sia/Paci "
l North America:  12% Africa 14%
.Taxes €74.2 (6%) Retained by the .South America:  10%

company: €312.7 (24%)
. Creditors €275 (2%)
.Emp\oyee
Minority compensation
shaieholders: €93 (1%) & benefits: €546.5 (41%)

Sharehalders:
€340.4 (26%)

Source » Inbev SA/NV - A report of InBev’s Social, Economic and Environmental performance, 2007 — Page 4

l B Our aim is to create value for shareholders and

= n EV our broader stakeholders, especially our employees
and the communities in which we operate. Given the size
and breadth of our operations, we can make a substantial
positive impact through job creation, and through paying
taxes and excise duties. By continuously improving
our operations, we aspire to go on creating new jobs,
improving economic standards and adding value to the
communities where we work. This is the starting point
for all our Corporate Citizenship activities.

InBev's Wider Economic Impacts

Total taxes Income taxes: 531 million euro

Excise taxes: 4 163 millicn euro
Value added (Europe only) Approximately 5 billion euro’
Total wages and benefits 2075 million euro

1/3 348.6 million GBP at a conversion rate of 1.48 = 4 955.93 euro.
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@ ANGLO
AMERICAN

Source » Anglo American plc — Report to Society 2007 — Pages 20-21

Our investment in the countries in which we
operate is reflected in a combination of social,
infrastructure and economic benefits - and
those economic benefits include taxes.

The taxes we pay as a company and those we
collect from employees on bebalf of government
are important contributions to the creation of
wealth and well-being in those countries. We
endorse the principle of transparency in our
business dealings and are signatories to the

E1T1, which promotes reporting on taxes by
companies and the countries in which they

are paid.

In mary countries the Group's operations form a
fundamental part of the local economy and the
socig-economic impact of the Group spreads
significantly wider than the operations and their
employees. In many cases there are businesses
ancillary to the Group's operations which would
otherwise not exist. We do not report the taxes
resulting from these ancillary businesses.
Howewer, on page 22 we investigate the wider
impact of the Landau colliery.

Ower 52,867 million was paid directly to
governments in taxes as a result of our
operations in 2007 ($3,119 million in 2008).
The reasons for this decline at a time of increased
earmnings are given below. This included company
taxes, employer taxes, royalties, transaction and
other taxes. In addition, we indirectly contributed
some $943 million in valued-added tax (VAT)
and employee taxes, which we collected on
behalf of governments and paid over 1o them.
The regional breakdown is shown on page 217,

We believe that this wider tax footprint is a valid
reflection of the tax contribution that results
from our activities. In many developing countries
this is a particular concern as, in the absence of
our operations, there would be few alternative
sources of income and therefore of collectable
ax revenies.

TAXES PAID DIRECTLY TO GOVERNMENTS BY
MANAGED OPERATIONS, BY C‘DUNTR‘I"1'

$ MILLIOM
Borne Collected Total

South Africa 936 511 1,347

Chile 12 &9 961

United Kingdom 333 255 588

Brazil 169 61 230

Australia 133 70 203

Venezuela 189 - 189

France a5 28 63

Switzerland 41 - i

Ireland 14 5 9

Poland 16 20 36

Mamibia 29 5 a4

Canada 12 12 24

Others 28 27 56

Total 2867 a3 3810

* Unaudited amounts payable as a resull of our operaticns {Bbome)
and employes waes and net value-added tax {oollected),

The total of $3,810 million paid to
governments was split between

daveloped countries (279%) and

developing countries (73%). Many other
indirect tax benefits arise as a result of our
operalions as our customers and suppliers
also pay company, employee and other taxes.

The total tax bome, collected and remitted by
the Group exceeds the corporate tax charge
shown in the Income Statement. The main
reasons are that the tax numbers disclosed

in this report reflect the total tax contribution
including some transactional taxes and taxes
borne by employees which are collected by the
Croup and remitted to government but which
are not reflected in the Income Statement.

PricewaterhouseCoopers
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How does the Tax
Transparency Framework link
to tax function effectiveness

/N i

As the previous chapters show, tax is getting more
attention from various stakeholders. We believe the

. e current financial crisis will increase the demand for
Vision & mission . . ) -
information. Why? Governments are putting billions of
euros in the financial markets to keep the system in
place. Tax payers and pressure groups are starting to
ask questions in the media. This will bring the question
) of what the Total Tax Contribution of companies is to
Tax planning . .

Operational the forefront. Of course, this question can only be
answered by companies if they have a transparent and
coherent way of communicating about tax.

Framework , .
Communicating about tax, the Tax Transparency
Renorii Framework, is therefore an important part of managing
eportin
the tax function within an organisation. The increasing
demand for transparency has an effect on how internal
departments of the organisation have to deal with tax.

PricewaterhouseCoopers
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Strategic

At the core of this are strategic issues.

This incorporates the vision and mission
concerning tax. In other words: the tax
strategy of an organisation. The organisation
has to set its fiscal objectives. The scope
needs to be set, responsibilities need to be
clear, and objectives need to be drawn up.
This is phase one of the Tax Control
Framework methodology and concerns the
tax strategy and risk management questions
in the Tax Transparency Framework. Setting
a clear strategy therefore is both important for
internal and external stakeholders.

Operational

and control tax processes. To develop this
within an organisation, a wide range of
specialties need to be involved; tax, process
management, business management,
accounting and reporting and communication.
In this phase, the actual Tax Control
Framework is designed. Several issues need
to be addressed. Among these are tax
organisation, tax risk management,

tax planning, tax accounting, tax reporting
and communication.

This is where the Total Tax Contribution
Framework fits in. The organisation needs to
be well equipped to generate data regarding all
of the taxes it faces. This is not only important

TAX TRANSPARENCY FRAMEWORK

to communicate to external stakeholders, it is
also important for management purposes

and is therefore an integral part of the strategic
and operational part.

Step two is the implementation of the
strategy. This is the actual design of measures
to assure that the organisation can manage

Tax Control Framework methodolgy

PHASE 1 PHASE 2 PHASE 3

PHASE 4

Prepare “in control”
statement on
tax processes

Evaluate and

optimise TCF

Implement
of TCF

Tax Control Framework

A\

Tax organization (tasks, responsibilities,

Design TCF

coordination, structure, performance)

A\

Define strategy Tax risk management

and objectives

A\

Tax planning

A\

Tax accounting

A\

Define focus Tax reporting

areas

A\

Tax compliance en coordination

A\

Communication

Perform quick . . » Training
-«
SEET 6T (R Dlalgnostlc g
function tool
AWARENESS IMPLEMENTATION READINESS ! ASSURANCE

Understanding and preparing Blueprint and rollout pilot (optional) Test and evaluation Internal audit/Corporate control
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The final step is execution. The focus in this
step is on compliance and reporting.
Transparency is important in this phase.
Accurate reporting with correct and complete
information is essential for stakeholders
concerned. Tax data is the resultant of tax
policy based on tax strategy. The properly
functioning Tax Control Framework therefore
needs to be in order to produce correct data
and comply with rules and regulations.

The Tax Transparency Framework fits in with
the reporting part. When the operational and
execution parts are in order, the external tax
communication has to be executed to
complete the process. The organisation has
to communicate its tax strategy, the numbers
and the economic contribution of taxes paid
in order to fulfil stakeholder needs.

Therefore, the Tax Transparency Framework is
an essential part of a properly functioning Tax
Control Framework, which, in turn, is needed

for an effective tax function.

In our view companies should refocus their
tax strategies and bring them in line not only
with expectations of shareholders but also
with demands of other stakeholders. A
financial crisis like we are in now will shift
expectations. A society that sees that rescue
operations by Governments are funded with
tax money understands that these funds
cannot be allocated to, for example,
healthcare, education or security. The public
will insist sooner rather than later that
companies show what their contribution to
society is. Companies will need to show what
their Total Tax Contribution is. We believe this
trend will be increased by political pressure
groups on Governments. We believe that,
under political pressure, the systems of
checks and balances around Corporate
Governance and the controls on how
companies meet their legal and regulatory
obligations, including fiscal, will change.

In the OECD meeting of January 2008 (Cape
Town Communiqué), emphasis was on
enhanced relationship (horizontal monitoring).
Enhanced relationship is a relationship
between tax authorities and taxpayers that is
based on mutual trust, understanding and
transparency. In short, companies voluntarily
disclose (actual) potential tax risks to the tax
authorities. In return, the tax authorities give
upfront assurance (proactively) on the
companies’ tax position. Some countries have
tested enhanced relationship.

The Netherlands is a good example of this.
After several successful pilots, enhanced
relationship is being extended from large and
mid sized organisations to smaller companies.
One important condition to enter into an
enhanced relationship with a company is that
it is willing to put a Tax Control Framework in
place. As the Tax Control Framework is part
of the internal control system and has the
objective to control a business’s entire set of
tax processes, the Tax Control Framework
has an important role in building up and
strengthening trust. As the Dutch State
Secretary of Finance puts it:

As the OECD believes enhanced relationship
will more and more become the international
standard, the importance of introducing a Tax
Control Framework does not only come from
inside the organisation. The outside pressure to
develop and implement a Tax Control
Framework will be felt by more and more
companies.

Total Tax Contribution, Tax Transparency
Framework and Tax Control Framework are all
part of the execution of a company’s tax
strategy.

* Letter dated 9 June 2006 to the Chair of the Dutch Senate of the States General

from the State Secretary of Finance, No DGB06-3312.
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The PricewaterhouseCoopers Total Tax

Contribution: an outline

The PricewaterhouseCoopers Total Tax
Contribution Framework (TTC) has been
developed to provide a methodology which
enables companies to measure and
communicate their tax contribution in a
consistent and easily understandable manner
— with a view to meeting the needs of various
stakeholders and improving transparency.
Governments are a key stakeholder in what
taxes companies pay, and generating total tax
information is proving to be of great interest to
them in terms of having access to data that is
not otherwise available, and so helping inform

the process of policy formation and facilitating
a more constructive conversation with
business as part of this process.

The TTC framework is used by PwC with
groups of companies around the world to
generate empirical data on the total tax
contribution of those companies. This data
has so far included not only the Total Tax Rate
(the burden of all taxes borne by a particular
business) but also the absolute figures for
taxes borne and collected, the total tax
contribution as a percentage of turnover,
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employment taxes raised per employee, the
distribution of value created, and various
measures to assess the cost of tax
compliance for companies.

A good example of this empirical work is the
survey undertaken each year in the UK with
companies in the Hundred Group to collect
data on the taxes they pay. The Hundred
Group is a cross-industry grouping
representing more or less the top hundred
companies on the London Stock Exchange
FTSE index. The survey is now in its fourth
year. In addition to gathering data on taxes
borne and taxes collected, the survey also
gathers data on the time and cost involved in
complying with the tax system.

Over the last twelve to eighteen months this
empirical work has been greatly extended
with similar surveys now conducted in
Australia (two sets of results have been
published, in 2007 and 2008), Belgium
(results were published in 2008 and a second
survey is underway), Canada (results have
been published in 2008 and a second survey
is underway), and South Africa (results have
been published in 2008 and a second is
underway). A private survey was undertaken
in the Netherlands. Surveys are also now
underway in France, India, Ireland, Germany
and Luxembourg, with results due for release
in early 2009 and the results for a survey in
the United States are due in November 2008.

Further countries are planning similar surveys.

We will be publishing further material in this
respect in due course, but it is perhaps
interesting to reflect on some initial
comparisons of TTC as a percentage of
turnover in the table below™:

Australia 17.5 %
Belgium 18.9 %
Canada 22.3 %
Netherlands 23.4 %
South Africa 16.8 %
United Kingdom 17.9 %

* TTC to turnover is an average per company for the companies

in the survey in each country and will be influenced
by the industry mix of companies participating.

In addition to running Total Tax Contribution
surveys with cross industry groups of
companies PricewaterhouseCoopers is
increasingly focussing on the results of
individual industry sectors as it is quite clear
that the tax profiles can vary significantly from
industry sector to industry sector. In the UK
for example, surveys have been conducted
with the insurance industry and the oil and
gas sector, and the firm hopes to release
some results of a global survey of the mining
industry. The total amount of a company’s tax
contribution around the world is a number
which is generally just not available and
having the ability to compare the total taxes
paid in different countries and to be able to
report that data is of benefit to the whole
cross section of stakeholders in a company,
ranging from management to shareholders,
investors and government.
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Appendix |1
Total Tax Contribution — PwC publications
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Total Tax Contribution
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Total Tax Contribution

PricewaterhouseCoopers and the Federation
of Enterprises in Belgium — 2007 Survey
Published March 2008

Total Tax Contribution
PricewaterhouseCoopers LLP 2007
survey for The Hundred Group
Published February 2008

What is your
company's

Total Tax
Contribution?

2007 survey rasulls

What is your company’s Total Tax Contribution?
Australian 2007 survey results

Published April 2008
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Total Tax Contribution

How much do large South African
companies really pay?

Published September 2008
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Total Tax Contribution
Canada’s tax regime: complexity
and competitiveness

Published May 2008

Tax Transparency
Framework

Tax Transparency Framework
A review of the tax communications
of the UK's largest listed companies

Published November 2007

Paying Taxes 2009
The global picture

Paying Taxes 2009

The global picture

Published jointly with the World Bank Group
Published November 2008
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PwC contact details

Susan Symons
Tel: +44 (0)20 7804 6744 — Email: susan.symons@uk.pwc.com

Susan Symons is a Senior Client Tax Partner and has led the
development of the PwC Total Tax Contribution Framework to
enable companies to report on their contribution in business taxes.
Susan is one of PwC’s most experienced partners and works with
the Hundred Group to collate and publish data on their total tax
contribution. Prior to joining PwC she spent 16 years with the Inland
Revenue.

Frank Dierckx

Tel: +32 (0)2 710 43 24 — Email: frank.dierckx@be.pwc.com

Frank is the Managing Partner of the PwC Tax and Legal services
department in Belgium. He obtained a law degree at the Free
University of Brussels and an LLM in Business and Taxation

at the McGeorge School of Law in Sacramento — USA. He has
worked and lived in the Netherlands, the USA, Luxemburg and
Belgium. He writes numerous articles and regularly speaks at
seminars on taxation. Frank specialises in International Taxation.

Eelco van der Enden

Tel: +31 (0)20 5681784 — Email: eelco.van.der.enden@nl.pwc.com

Eelco van der Enden is a Tax Partner at PricewaterhouseCoopers
Netherlands for Tax Management & Accounting Services

and focuses on Tax Function Effectiveness. He is also lecturer

at Nyenrode Business University Centre for Tax Management

and Tax Assurance. Eelco has worked for a number of companies
in various capacities as non-executive CFO, Head of Tax, Treasury

and Risk Management.

PricewaterhouseCoopers



- R

I X

PricewaterhouseCoopers



www.pwc.com/be/ttc
www.pwc.com/nl
www.pwc.com/uk/ttc

PRICEAATERHOUSE( COPERS



