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What are businesses saying about their tax affairs, and
how is that perceived and interpreted by third parties?
We bring together a deep understanding of the tax transparency
agenda with real insights from industry, policy makers and
NGOs. How will stakeholders interpret what you publish… and
what you don’t?

The Challenge facing Large Businesses
A proactive approach
Tax governance and transparency have never been more important issues for
businesses than they are now.
FTSE100 companies face higher levels
of scrutiny and expectation from their tax
stakeholders, but this now extends to
businesses throughout the FTSE350 and
beyond.

It is also important to remain engaged at
an EU level. Even after Brexit, the EU
tax agenda will still impact any business
operating in the EU.
We have reached a tipping point, where
tax transparency is no longer the
exception.

Tax transparency was once the preserve
of banks, mining, oil and gas companies,
but now over 2,000 companies are
required to publish a UK Tax Strategy.
Tax disclosures in financial statements
are increasing, and so are stakeholder
expectations.

What that means in practice is that
companies need to reassess what best
practice looks like, and consider what
more they should be doing.
That can be a complex process, which is
where Engaged Consulting can help.

Added to that, the complexity and
uncertainty of a post-Brexit UK brings a
real likelihood that the government will
need to make some difficult decisions
about tax and spending. In that
environment the behaviour of large
businesses is not going to be far from
the front pages.

We understand not just what is required,
but can advise you on what is suitable
for your business in order to achieve
your governance, risk management and
stakeholder engagement goals.

Engaged Consulting brings UK, OECD, EU and international expertise
together, while retaining genuine, bespoke client service.
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Understanding the Tax Landscape
Research, benchmarking and analysis
The tax governance and transparency agenda is very fast moving.
There are numerous initiatives at UK, EU and OECD levels, not to
mention the impact of uncertainty in the US.
Businesses adopt a range of approaches
to tax transparency, driven by factors
such as their size, geographic exposure,
appetite for risk and availability of
resources. However, tax governance
cannot be ignored.

where to devote your resources. That
might mean:

Boards expect the approach taken by
their business to have been properly
considered, and to be based upon an
appropriate understanding of the tax
landscape.

• Benchmarking studies to better
understand how other companies are
responding to the tax
landscape;

• Policy analysis to determine what
mandatory transparency measures
apply to the business;

• Stakeholder mapping to better
understand not just who your tax
stakeholders are and what they want to
see, but also their sphere of influence.

The key is to understand the issues that
are really important to your business and

Engaged Consulting helps businesses to better understand the wide range of
tax policy and governance challenges they face, and where to devote their
efforts.
2

Publishing a Tax Strategy
A new legal requirement
Finance Act 2016 now requires the publication of a UK Tax Strategy.
This applies to every large company from the top of the FTSE100
down. It also applies to any multinational group with turnover in
excess of €750 million and a UK subsidiary, without any de minimis
size for those UK operations.
The public nature of this document will
allow a much wider group of
stakeholders to see and respond to what
businesses put in their Tax Strategy.

business’s approach tax. In most cases
this will involve Board approval.
The Tax Strategy must be published before
the end of the first accounting period
commencing after 15 September 2016 and
must set out:
• The approach of the UK group to risk
management and governance
arrangements in relation to UK taxation;
• The attitude of the group towards tax
planning (so far as it affects the UK);
• The level of risk in relation to UK
taxation that the group is prepared to
accept; and
• The approach of the group towards its
dealings with HMRC.

Some businesses with a Head of Tax
and an in-house tax team will already
have a Tax Strategy or policy document
intended for internal use. But few of
these documents will have been written
with a view to publication, and may not
reflect current best practice.
For those who outsource their tax
function, the Tax Strategy should not just
be about how your tax advisors manage
your tax affairs, but rather how you
manage and direct your tax advisors.

Not so much about how your tax
advisors manage your tax affairs,
but rather how you manage and
direct your tax advisors.

The most important consideration must
be that the company takes ownership of
that Strategy, and that it truly reflects the

Engaged Consulting is able to help develop a bespoke Tax Strategy for
publication, reflecting the way your business operates.
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Tax Governance and Policies
What is a Tax Governance Framework?
A Board approved Tax Strategy cannot sit in isolation, even if it is
properly aligned to the wider business principles of the organisation.
A Tax Strategy is only as robust as the underlying governance that
supports it. It should sit at the top of a Tax Governance Framework that enables the
business not only to make a clear statement about its approach to tax, but also to
deliver on that commitment.

The Tax Governance Framework

At the top of the framework sits the Tax
Strategy, which sets out the business’s
approach to tax in general.

This is complemented by Tax Training,
which is essential to ensure that the
policies are well understood by all those
expected to comply.

This is underpinned by Tax Policies,
which set out the day-to-day application
of the strategy. Tax Policies will set out
the processes and procedures by which
tax is managed.

Good governance and
transparency are more effective
ways for businesses to restore
and maintain trust.

These two elements are supported on
the one hand by Tax Protocols, which
ensure that responsibilities and roles are
clearly defined.

Engaged Consulting can help you assess the most appropriate level of tax
governance for your business, and design a Tax Governance Framework to
meet that requirement.
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New FRC Tax Disclosures
Increasing expectations
In October 2016 the Financial Reporting Council published their
Corporate Reporting Thematic Review into Tax Disclosures.
The aim of the report was to identify
areas of best practice and where
improvements could be made.
Although the FRC acknowledged that
their review showed evidence of
improvement in the transparency of tax
disclosures, they also identified clear
scope for businesses to articulate better
how they account for tax uncertainties.
As a result, this report set a new level of
expectation for financial reporting of tax,
and although the disclosures suggested
in the report are not mandatory, many
businesses are choosing to adopt some
aspects.
In April 2017 the FRC issued a letter to
investors encouraging them to engage
with companies where reporting falls
short of expectations. The letter
specifically highlighted the improvements
identified in the Thematic Review, as
well as pointing to governance reporting
and the role of the Audit Committee.

The direction of travel is clear, and
businesses need to decide which new,
enhanced disclosures are appropriate for
them, and what it might mean to be
putting this additional information into the
public domain.

Engaged Consulting is able to assess you current disclosures, those you may
want to adopt, and develop appropriate enhanced disclosures if needed.

Country-by-Country Reporting
An opportunity and a threat
OECD Country-by-Country Reporting (CBCR), has been widely
implemented. It can create a significant compliance burden for
businesses, sometimes requiring new IT systems.
However, the real challenge for businesses is if that data becomes public. There are
moves to introduce public CBCR, most notably in the European Union, but many believe
the data will probably end up in the public domain sooner through some form of leak.
What should businesses be doing to
mitigate the risk?

What should businesses be doing to
seize the opportunity?

All tax authorities will have significantly
more information about large
businesses.

The opportunities may lie in businesses
being able to use CBCR data to better
explain their business to stakeholders.

Other stakeholders, including NGOs and
the media will have access to large
volumes of complex data. Without the
correct context and explanation, the data
risks being misinterpreted.

As part of a wider review of tax
transparency, selective use of CBCR
data can be effective in helping a
business to tell its story, before someone
We can help you to understand what
your story is, and how to tell it. This can
include designing infographics and
developing case studies.

Competitors will have the data, but so
will customers and suppliers. This could
bring significant commercial risk,
particularly when considered in
conjunction with everything else the
business puts into the public domain.

I’ve been actively involved in the
CBCR policy debate for nearly 15
years, and publishing CBCR data for
almost as long, so I understand the
challenges first hand.

We can provide an independent forensic
review of all the information a third
party might have available, and what
conclusions they might reach.

Tim Law
Director
Engaged Consulting

Engaged Consulting can advise on what public CBCR might mean for your
business. We can help you to mitigate the risks and seize the opportunities.
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The Criminal Finances Act 2017
Companies and partnerships now face the prospect of being
criminally liable if their employees or agents facilitate tax evasion by
third parties.
The legislation is in some ways similar to the UK Bribery Act 2010
or Anti Money Laundering regulations. For most businesses this
requires a collaborative approach between legal and tax functions.
The offence

The defence

The legislation applies to businesses of
all sizes and sectors, and across all
taxes.

It is virtually impossible for businesses to
ensure that no third party ever evades
tax, or that no associated person will
ever facilitate tax evasion.

There are three stages in identifying
corporate criminal liability.

Therefore, the most likely approach for
businesses is to ensure that they have
taken “reasonable steps” to prevent that
facilitation.

• Criminal tax evasion by a taxpayer
under existing law;
• A person acting on behalf of a
company knowingly facilitates
this offence;

HMRC has published guidance as to
what might constitute “reasonable
steps”, but in reality these will vary from
business to business and risk to risk.

• The business has failed to take
reasonable steps to prevent the
facilitation.

The identification, scoping, design and
implementation of “reasonable steps” are
going to be complex and challenging
tasks, even for businesses with only a
moderate interaction with third parties.

The business does not need to have
been complicit, or even aware of the
evasion. Ignorance is no defence.

Businesses need to start looking at the types of transactions that might be relevant,
such as buying, selling, M&A and financing. VAT and employment taxes are likely to
be of particular concern for many.

Engaged Consulting is able to help explain the new rules, explore how they
might apply to your business, and develop “reasonable steps”.
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Tax Governance Audit
A new approach from HMRC?
HMRC has taken a risk-based approach to large businesses
for a number of years, and has used a variety of methods to
assess that risk.
With the increased focus on tax as a
Board issue, and the requirement for
businesses to publish a UK Tax
Strategy, HMRC is clearly using tax
governance as part of that risk
assessment process.

There is a clear expectation that outward
facing statements about Tax Strategy or
a business’s approach to tax must be
backed up by appropriate and robust
systems.
Although tax governance requirements
are not set out in statute, other than the
SAO regime, the knock-on impact of an
increase in the risk rating of a business
brings significant costs in terms of time
and effort dealing with HMRC enquiries.

Companies are starting to see their tax
governance come under specific
scrutiny from HMRC, with specialist
auditors being used. They are
considering the policies and processes
supporting the activities of a tax function,
whether in-house or outsourced.
What is most important is for businesses
to make sure that they are prepared.

Engaged Consulting is able to assess your current tax governance structures,
and identify where any gaps may exist.
We can also help prepare documentation and provide support in advance of
and during any potential tax governance audit.
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How to Respond
A survey in 2016 by the Institute of Business Ethics1 found that
43% of the British public named corporate tax avoidance as
their top concern regarding business behaviour, putting it above
executive pay and exploitative labour.
Despite this, for some businesses the whole topic of tax governance and transparency
struggles to get to the top of the agenda. It is sometimes seen as just too difficult or
resource intensive.
This doesn’t need to be the case. The
first step for many is to learn more
about what advice is available.

Now is the tipping point for the tax
governance and transparency agenda.

What should businesses be doing?

What shouldn’t businesses be doing?

Taking ownership of their approach to
tax governance and transparency.

Assuming this is something the statutory
auditors will have on their radar.

Considering the risks, but also the
opportunities afforded by enhanced tax
governance and transparency.

Hoping the whole tax agenda will pass
them by if they keep their head down.
Waiting to see what competitors do, then
copy them.

Starting the process. It will almost
certainly involve engaging the Board,
which inevitably takes time.

Now is the tipping point for the tax governance and transparency agenda.
Business can choose to sit back, wait for competitors to move, and then follow suit.
But that wouldn’t be the approach taken in any other area of business strategy.
Businesses are used to thinking about their approach to the environment, employment
conditions, health and safety as key opportunities to take a responsible approach, and
be clear in communicating that to stakeholders.
In many ways tax governance and transparency is no different. It is the management
and communication of what might be one of the biggest numbers in the Income
Statement, and is certainly one of the biggest issues for stakeholders.

Engaged Consulting is ideally placed to provide expert tax transparency and
governance advice and support, with real commercial experience, in a
competitive and client focused way.
We can work with suppliers of technical tax advice, software or compliance
services, but will only do so at your request.
1. http://www.ibe.org.uk/userassets/pressreleases/2016attitudessurveypr.pdf
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Contact details
experts in tax governance and transparency

Tim Law
+44 (0)7960 658828
tim.law@engaged-consulting.com
Tim has been a tax professional for nearly 25 years.
Having trained with the "Big 4", he then spent 16 years
working in industry within the tax teams at "Blue Chip"
FTSE100 companies.
Tim is an expert in issues of tax governance, strategy and
policy, and has been at the centre of the tax transparency
debate for over a decade.
Tim was voted number five in the 2016 economia50 list of
the 50 most influential sources of finance news and
information in social media.
Engaged Consulting is a Finalist in the Tolley’s Taxation
Awards for Best Independent Consultancy Firm for the
second year in a row.

“Engaged Consulting provided valuable input to our published
Tax Principles. Tim’s experience and insights helped make
them more meaningful and relevant.”
Paul Morton
Head of Group Tax, RELX plc

www.engaged-consulting.com
Engaged Consulting clients have included:

This publication sets out general principles and should not be relied upon to cover specific circumstances. We recommend you obtain professional advice before
acting or refraining from acting on anything contained in this publication. Engaged Consulting Ltd would be pleased to advise readers on how the contents of this
publication might be applicable to a specific case.
Engaged Consulting Ltd accepts no duty of care or liability for any loss to any person acting or refraining from acting as a result of anything contained in this
publication.
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