








“As a supervisory director my first
question to the financial man or woman
is what tax structures are available.”

Frank Dorjee

Frank Dorjee, supervisory director at
Randstad, observes that the importance
of tax increases. The subject is
sufficiently compelling to be addressed
separately by the supervisory directors
and to look in depth at it. Something that
Dorjee does, for that matter, enjoy. And
although he is not there to manage, he
enjoys standing up for the interests of all
stakeholders. “The more you understand,
the better you can perform your task.”

“The plenary board of supervisory directors
handles the strategy at least twice a year”,
says Dorjee. "The long-term objectives,

the risks incurred by the company, the
developments in the various markets and
the markets where you want to be active and
where not are then examined. This results

in both financial objectives and a type of risk
appetite, and we also assess all of those as
supervisory directors. If you dig even deeper
then you arrive at the risk section of the
annual report. These risks return as subject
in the audit committee. The central question:
how do you keep the company in control?”

Preliminary discussions

Tax is also discussed in these meetings,
but the subject has meanwhile become

so important that a separate meeting is
dedicated to it. “We discuss the subject at
least once a year”, explains Dorjee. “The
tax director this gives his vision on and
explanation of the tax policy. Usually I go
to the Tax Department about a day and a
half before this kind of meeting of the audit
committee in order to check what is going on.
| also always discuss it in advance with the
CFO

Compliance

During the preparations Dorjee always looks,
according to his own statements, at a number
of points. “The first question is whether the
company complies with all legislation. Of
course it is never allowed to deviate from it,
but I never really encounter it anyway. There
are occasionally discussions about certain
structures, but my standpoint is always that |
do not follow them of they are too aggressive.
| feel that from an ethical perspective, you
should pay taxes in every country.”
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Paying fair share

This automatically leads to the second area of
attention. "Of course you try to optimise the
tax pressure but you simultaneously try to
pay a fair share. There is some competition in
it: small countries like the Netherlands often
offer certain structures that make it attractive
for companies to establish there. This also
results in employment. | always look at the
interests of all stakeholders.”

In this respect Dorjee takes into account that
he is not there as a director. “As a supervisory
director you have a different role. That is
sometimes difficult, because you sometimes
do have an opinion on things. But eh board
of directors needs to come up with policy and
a strategy. It does not mean that you do not
have discussions about it. But it is not up to
me to tell the tax man how | personally feel
about it. The board of directors comes up
with policy and that is then assessed by the
supervisory directors. | will say something
about it as soon as |, as a supervisory director,
believe that the risk appetite of a company

is getting too risky. And that is then usually
followed.”

“Of course you try to
optimise the tax pressure
but you simultaneously try
to pay a fair share.”
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Tax framework

The third point, according to Dorjee, is
whether the tax returns are received in time. “|
always examine whether there is conciliation
between the tax returns and the consolidation
and whether it takes place in a timely fashion.
Those are things I learnt in my days as a
director.”

Finally Dorjee discusses the tax framework.
“In the context of reputational risk you must
think about rulings. | would not want to be

in Panama but offers that do not oppose
compliance do not receive an automatic 'no’.
There are countries that propose certain
structures; on the other hand, the OECD and
the EU come up with directives. The scope
you used to have within a company as a tax
adviser was broader than it is now.
Companies also agree on arrangements with
the tax authorities on transparency.

In addition, we examine what taxes we pay
per country and we assess if the effective

tax pressure per country - these days

this is divided at the large companies - is
reasonable. If in case of certain structures
you are far under what is reasonable then |
would wonder whether it is wise. It is public
information, everybody can see it

Answering proactively

That is exactly why Dorjee advocates a
proactive approach. “You can be transparent
in a better way by immediately putting
something on the table and not by waiting.
That is a change in attitude compared to the
past amongst supervisory directors: do not
wait for questions, but preferably immediately
explain it in the annual report. A chairman

of the audit committee who sits on a GMS is
sometimes wise to already start answering
questions of which you know they will be
asked. That leads to a much more peaceful
meeting.”
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The increased publicity on tax is, according

to Dorjee, on the one hand generated by
NGOs and, on the other hand, by the financial
crisis. “In many countries the authorities have
become much more active in hauling in funds.
That is also the reason that | always examine
whether there are many investigations and
how they proceed precisely.

As a supervisory director my first question
to the financial man or woman is what tax
structures are available. The second is what
taxes a company pays per country. What

is the tax rate and what does the company
pay cash-wise? This quickly provides insight.
A supervisory director can derive certainty
from a tax framework. In case of companies
in the Netherlands I always wonder whether
horizontal consultations take place and
whether that means if an agreement was
signed. This framework must be available.
Otherwise, | want to know how the foreign
countries are dealt with and what the
relationship with the tax authorities is.”

“Do not wait for questions,
but preferably immediately
explain it in the annual
report.”

Professionalisation

The involvement with tax does not end here,
says Dorjee. “Internal audit also conducts
tax audits. Every two years an external tax
adviser examines the tax structure of the
entire group. The external accountant keeps
track of the tax position, the deferred tax
assets and liabilities and the tax rates, and
assesses whether they are in conformity with
the IFRS. Not whether or not the tax policy is
implemented.”

Tax is an interesting subject, believes Dorjee.
“Also for the board of supervisory directors

it becomes ever more important. Every two
years we have a review but | can speak with
the external tax adviser at any time. We have
access to everything. And that does not only
apply to Randstad. You need to dedicate time
to it. Being a supervisory director has become
nothing but a profession. At peak times my
supervisory directorships take me two, three
days a week.”

Itis not a problem to Dorjee that the work

of supervisory directors is taking more

time. “You notice that the two-tier board is
slowly moving towards the one-tier board, in
terms of the time required. | think that many
supervisory directors also enjoy fulfilling this
role. It becomes much more professional. This
makes it interesting, because the more you
delve into it and the more you understand,
the better you can perform your task.”

Frank Dorjee started his career as
a partner at KPMG and advanced
to CFO at, in succession, Van der
Moolen and Draka Holding, where
he later also became CEO.

After Draka had been taken over
by Prysmian SpA, Dorjee became
Chief Strategic Officer at the latter
company. Since 2014 Dorjee has
been a supervisory director at
Randstad, FRV and Beacon Rail Luc
Holdings, and a board member at
YOFC.
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‘Economic success in the
long term is impossible
without social progress’

Michael Green

On the website socialprogressindex.com an interesting
world map is available that indicates for every country
what position it occupies on the Social Progress Index.
This index keeps track of how well countries can
provide for the basic needs and the social wellbeing of
their citizens. And the latter without using economic
indicators, which makes it easy to see how matters

like the GNP correlate with social progress. The tool
moreover offers business opportunities.
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The Social Progress Index (SPI) was developed by the
Social Progress Imperative of which Michael Green is the
CEO. Green is convinced that mapping specific indicators
for wellbeing provides essential information about how
well the nation, regions and local communities are doing
and about the relationship between economic growth and
social progress. According to Green governments, NGOs
and companies can all use his SPI to improve the standard
of living and to develop markets.

A practical tool

The SPI came into being when Green realised that
nations have too much trust in economic data in order

to determine what their place in the world is. He came

up with the idea when he saw the consequences of the
last financial crisis. “What would happen if countries do
not compete on the basis of their gross national product
(GNP) but on the wellbeing that they can achieve for

their citizens? The team that formed the Social Progress
Imperative, including Matthew Bishop of The Economist
and Professor Michael Porter of the Harvard Business
School, assumed that it should be possible to create a
criterion for social progress - regardless of economic
variables - that would help understand the relationship
between economic growth and social progress. And to
develop a practical tool that maps the consequences

for policy and other choices.” In the world after the
financial crisis, where concerns about inequality, inclusion,
sustainability and the changing social role of the business
community increased, time appeared to be right for it.

Governments and organisations like the EU were able to
use the SPI with ease. “They could simply continue their
economic measurements and place the SPI alongside”,
says Green, "As a consequence they obtained a better
understanding of the social challenges that they were
facing.”

Social progress and economic success

According to Green we should look at the relationship
between economic growth and social progress in the long
term. “The idea is that social progress in the long term

is essential to economic success. If we can render that
plausible then we set a transformation in motion. And it
should be a strong motivation to do what is right.”
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Green first wants to concentrate on the capital market.
“CEOs and boards of directors must react to what the
market wants, usually in the short term. The SPI can help
to steer this discussion in the direction of choices that

are in the long term advantageous to our society and

the climate. If the market for bonds would focus more on
long-term results then you would see capital flows change,
with strong stimuli for companies. The same applies to the
equity market.”

Discussion based on evidence

The SPI quickly provides insight into what contribution
companies make to the development of a country or
region, says Green. “This also adds something to the tax
discussion. If your company is crucial to the employment
and to the infrastructure in poorer, remote rural
communities then this has considerable impact on the
social progress.

Many countries use the SPI as a practical measurement
tool for progress, which can be used at the level of regions,
cities and communities. And companies can use it to look
at the contribution of the company in a more holistic
manner. Some companies will see that, perhaps, they
contribute less but do pay a lot of taxes whilst others

will discover that they pay less taxes but do make a
considerable contribution in a certain country. Then we
can, in any case, have a good discussion on the basis of
evidence.”

The standard of the future

Green is optimistic about the possibilities offered by the
SPI. “Itis very powerful as a criterion for data, both for
society and the government and companies. In five years
all countries will use SPIs. It will be a standard system.
Politicians will be re-elected because they can say that
they stimulated the social growth. Directors of companies
will talk about their contributions to social progress and
also investors will use it. SPI will be a standard instrument
for data in every platform for financial investors. That is my
prediction for SPI for the coming five years.”
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‘Tax policy is still

perceived as something
for whizz kids’

Round table discussion

The subject tax also receives more attention

than before outside the boardroom. Patrick van
Min, Global Business Tax partner at Deloitte, and
Marco van den Berg, Audit partner at Deloitte,

held a round table discussion about, inter alia,

tax principles, the role of shareholders and social
organisations, and the importance of transparency.
They were joined at the table by Ronald Russo,
Professor Tax Law and affiliated with the Tax
Institute of Tilburg University, Francis Weyzig, senior
policy adviser at Oxfam Novib, and Rients Abma,
director of Eumedion.
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How express are the rules for the tax policy precisely?
According to Russo it depends a little on where you look.
"As a guideline when preparing tax treaties between

two countries, the OECD made, for instance, a model
treaty available. But if you look at the governance codes
in various countries then the Dutch code is one of the
few where the theme tax is addressed at all. Nowadays
integrated reporting also includes a considerable tax
section. It is not included under the board responsibilities
or the responsibilities of the board of supervisory
directors but it does state that the audit committee must
form an opinion on the tax policy. Hence, this means
that the board also needs to have an opinion, but that
is, again, not mentioned anywhere. Therefore you really
need to look well. In my opinion they did not think about
culture with the new code. Culture is about conduct. Tax
principles are often about conduct. And culture must

be disclosed on your website. It is not clear of the tax
principles whether they must be disclosed. And who
should supervise all this? The Dutch Authority for the
Financial Markets (AFM)?”

“The AFM ultimately supervises that reporting takes place
on compliance with the code”, says Abma, "however,

the substantive supervision must originate from the
shareholders. They must verify whether the code is
implemented properly. And if they have objections to it
then they must mention this to the board of directors and
the board of supervisory directors.”

“The AFM does nothing at all with
taxes.”
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Directing more tightly?

According to Russo institutional shareholders can handle
this responsibility, but individual shareholders cannot.

“If a board of directors starts negotiating with an individual
shareholder you moreover do not receive a general
statement and | believe it is of general interest. That is why
| believe that the AFM must steer more tightly. DNB takes
the tax function fairly seriously; they have a risk-based
approach (Sira) and want to have a tax section completed.
In addition, they look at client integrity. The AFM does
nothing at all with taxes.”

Abma does not agree with this.

“The meeting of shareholders checks the board of
directors and the board of supervisory directors. | would
not want a body under public law like the AFM to intervene
in that. The AFM supervises the financial reporting. The
law states that you must give account for compliance with
the code. That is what they assess on; that is the minimum
that must be included in the directors’ report. However,
the substantive assessment - should the strategy be
different, should be policy be supplemented with more
and more solid tax principles - is something for the
meeting of shareholders.”

“A number of companies took giant
leaps in the formulation of tax
principles.”



Openness about tax principles

Weyzig believes that it is, in any case, a good thing that
taxation was included in codes and OECD directives and
that reporting takes place on it. “Then the shareholder
can form an opinion on it and address the board of
directors and the board of supervisory directors on it. Of
course, this also applies to all other interested parties.
The board of directors of a number of companies have
set to work with this proactively in recent years, but there
are considerable differences. A number of companies
took giant leaps in the formulation of tax principles.
They explain how they handle it and seek the dialogue
with interested parties. But there is also a considerable
group of companies that ignores it. The question is then:
where does it need to originate from with these kinds of
companies? Both social organisations and shareholders
can exert pressure to provide more openness. At Oxfam
they are fairly selective in it, because we cannot chase
all companies. Occasionally we do, when it is about a
clear example or a company that has large operations

in developing countries. An action against this kind of
company can cause a substantial effect for us.”

Especially the OECD directives have, according to

Weyzig, added value. “They make it possible to address
companies that have a very low effective rate and that
step on the social standards. This is still happening very
little because it is also a relatively new subject for social
organisations. If you look at long-term value creation, also
socially, then there are many subjects of which a board of
supervisory directors needs to create an impression. From
remuneration policy to sustainability. Tax is simply part of
that. | think it was Paul Polman who said: “As a company
you cannot be successful in a failing world.” That applies to
both climate and economic sustainability and an honest
distribution.
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Informing supervisory authorities

The next step is who supervises the tax principles, notes
Van den Berg. “Should a supervisory director have direct
access to the Head of Tax Affairs? Many supervisory
directors do not have this; it is often dissuaded by the
board of directors and when it is about taxation, the CFO
speaks with the supervisory directors. Others feel they are
not an appropriate discussion partner for the Head of Tax
Affairs because they have a knowledge deficit.”

Abma is clear about it: “As a supervisory body the board
of supervisory directors must be able to dispose of all
information. If the supervisory directors want the Head
of Tax Affairs to sit in on a meeting of the board of the
supervisory directors then this should be possible. Then
you are not fobbed off with a summary of the CFO."

Yet sometimes supervisory directors appear to avoid the
subject, notes Van Min. Abma has an idea why that is. “Tax
policy is still perceived as something for whizz kids, whilst
it should be a direct derivative of what a company stands
for. You establish values for the company and the tax
policy should ultimately fit in with it. It is an integral part of
the strategy.”

“If you simply continue doing as a
company what you did ten years ago
then next year you have a problem.”
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Diffuse subject

Weyzig recognises this but underlines that supervisory
directors should not walk away from the subject. “Now, it
is even more important because many regulations are in

a state of flux. If you simply continue doing as a company
what you did ten years ago then next year you have a
problem. You can simply see that happen. This reservation
to directly gain information from the Head of Tax Affairs

is actually no longer required. The Heads of Tax Affairs
with whom I have spoken recently can perfectly joint the
debate. They are perfectly able to explain the choices they
are facing in an understandable manner.”

Yet sometimes more clarity is required, feels Van den
Berg. “Taxes are discussed with supervisory directors but
itis often not clear what taxes it is about. The subject is so
broad and diffuse. | think that the doubt and reservation
of supervisory directors partly originates from this.”

Weyzig believes that supervisory directors can easily
upgrade their knowledge. “Country-by-country reporting
offers a perfect opportunity for it. There are, indeed,
complications and differences of interpretation that can
be discovered, in particular about consolidation. You
receive data about internal sales and about external sales
and with some things you need to know well what figures
you need to put along the profits. But there is simply an
overview of two pages and when really awkward things are
mentioned in it you will probably pick them out. So why
should the board of supervisory directors not simply pick
up this kind of report?”

50

Seeking the dialogue

Van den Berg wonders whether Weyzig notices that
companies are willing to enter into discussions with Oxfam
Novib about tax principles. “Will this kind of meeting also
be about points that matter?”

“Absolutely”, says Weyzig. "At banks we did this further

to the public country-by-country reports that they must
publish. This helped us considerably in asking very specific
questions. Banks like that because then they can answer
specifically and a proper dialogue is created. ‘How about
that profit from that holding in Mauritius?’ Because due

to underlying interests in India this and that happened in
the past year. 'This is an establishment on Bermuda, but it
falls under the CFC rules of the United States.’ At that level
you then conduct the discussions.”

Van den Berg: “Are you seeking the dialogue? | sometimes
hear from companies that they do not enter into the
dialogue because they feel that they do not want to hear
subtle answers.”

“I can imagine that reaction”, says Weyzig, “however, it
differs considerably per publication. Sometimes there

is, indeed, little room for the subtle distinctions of a
message, certainly if you need to translate them for the
media. But an organisation like SOMO will try to use

all additional information that it receives. If a company
provides a statement of an entire page and wants this
statement to be included integrally in the report then
SOMO will probably do that. Namely, that is included in
their internal guidelines. Hence, as a company you have
nothing to lose if you enter into discussions with these
kinds of organisations and simply provide an explanation.”

“Sometimes there is little room
for the subtle distinctions of a
message.”



Communicating proactively

According to Abma this should be included in the tax
principles. “And fortunately ever more companies are
already doing this: that they do not only examine the letter
of the law, but also the spirit of the law. That the paid tax
sum must be in line with the operations in a country. That
you do not seek tax havens in order to keep the effective
interest rate as low as possible. These kinds of basal
matters belong in the tax principles and you must be
transparent about this. Ever more companies also have a
stakeholders' dialogue where these kinds of matters can
be part of. A company like KPN sought the debate to speak
with several stakeholders about what the fair share should
be that they should pay to society. This kind of openness is
a best practice”

Weyzig endorses this. “In recent years several companies
have consciously chosen to communicate proactively. ABN
Amro now publishes additional information in the country-
by-country reporting. BinckBank announced that it has a
ruling with the Dutch Tax Administration and explained
what it is about. These are companies that lead the way.”

Abma still finds little dilemmas in the reports of the board
of directors and the board of supervisory directors. “There
is still an area of tension between the social contribution
that companies want to make and some activist
shareholders who sometimes insist on taxes that are as
low as possible. Although these kinds of dilemmas are
discussed properly in the boardroom and the meeting of
the board of supervisory directors.”

According to Van Min the outcome of this kind of meeting
does not even make much difference. "It is about the fact
that the board of directors thought about the policy. You
will, in any case, have to deal with what I or Oxfam or the
media think of it but at least it is then a conscious choice
that you can account for. Then it does not happen to you.”
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“In the Netherlands you do not get
far with American situations where

a board of directors is held to pay as
little taxes as possible.”

The new trend: corporate social responsibility
Russo notes that there is also a legal urge to pursue a
tight tax policy. “Certainly in case of American directors
itis defended that they are held to pay as little taxes
as possible because they are otherwise liable towards
the shareholders. Do you experience that the board

of directors of American-oriented companies feel this
pressure?”

“In the Netherlands you do not get very far with American
situations where a board of directors is held to pay as
little taxes as possible”, says Abma. “We have a statutorily
embedded stakeholders’ model and that is emphasised in
the new code. This fiduciary responsibility of the board of
directors is therefore different in the Netherlands: you do
not need to lend your ears to activist shareholders. If you
feel that you have a debt to society and that it fits in your
policy to realise certain sustainable development goals
then this is possible. | even notice a new trend amongst
companies: they want to make a contribution to the 2030
objectives of the United Nations.”
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Ronald Russo started his career in 1985 as a tax
inspector and continued this as a tax adviser. He
combined his practical activities with work for the
Leiden University and the Utrecht University. In 1992
he obtained his doctorate in the area of tax law ad
he has been affiliated with the Tax Institute Tilburg
of the Tilburg University since 2006, initially as
academic director of Tax Economics and presently as
leader of the Tax Assurance curriculum. In addition,
he is affiliated with Deloitte as a counsel.

Francis Weyzig is senior policy adviser at the Dutch
Oxfam Novib and member of the BEPS Monitoring
Group. After his studies at the Radboud University
he published studies on, inter alia, taxes and
multinationals and corporate responsibility. Weyzig
worked as a research manager for the think tank

Sustainable Finance Lab, he was a policy adviser for
financial stability for DNB and he was a researcher
for the Centre for Research on Multinational
Corporations (SOMO).

Rients Abma has been director at Eumedion

since 2006. Before that he worked, inter alia, as a
senior policy adviser corporate governance at the
Ministry of Finance. Abma was involved in both the
Tabaksblat Committee and the Frijns Committee and
between 2007 and 2011 he was a board member of
the International Corporate Governance Network
(ICGN).

Patrick van Min is a Tax partner at Deloitte.

Marco van den Berg is an Audit partner at Deloitte.
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“Many tax advisers believe
that the present trend

will pass, however | do not
think so.”

Deloitte’s Point of View

In recent years responsible tax has ended up high
on the agenda of Dutch companies. The subject
tax has meanwhile exceeded the internal tax
department, through attention in the media and
politics for the tax structures of internationally
operating companies, continuing changing
legislation and ever more stringent compliance
requirements. In this changing environment it is
challenging to see the correct perspectives and to
distinguish priorities. It is therefore understandable
that an increased tax interest and knowledge is
expected in the boardroom. That also applies to
the board of supervisory directors.
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Is tax also sufficiently on the radar of supervisory
directors? Should tax obtain a bigger role in the
governance code? And what developments can we expect
in this area? Caroline Zegers, Global Employer Services
partner and responsible for the Supervisory Board
Program and Executive Ladies Programme at Deloitte,
Patrick van Min, Global Business Tax partner, Marco van
den Berg, Audit partner, and Tjeerd Wassenaar, Risk
Advisory partner, analyse a number of themes that came
to the fore in the interviews with supervisory directors
collected here.

Shifts in the tax policy

In the past ten years the supervisory directors noticed
that companies have adopted a different approach when
it comes to tax. “Twenty-five years ago we basically applied
for rulings for companies that actually did nothing or
barely anything in the Netherlands”, says Caroline Zegers
looking back in time. “And up to ten years ago nobody
thought that was strange. It was exactly the strength of
the Netherlands. The Ministry of Finance and the Dutch
Tax Administration even went on road trips in Asia and the
US to attract companies. Rulings were good, because they
offered certainty.”

In this respect tax advisers fulfilled their role because they
did not have a public function, adds Patrick van Min. “They
actin the public system to retain the balance between the
taxpayer and the Dutch Tax Administration in order that
people do not pay too much taxes. However, in the past
ten years we have, perhaps, been working on making sure
that companies paid too little taxes. Loopholes in the law
were used and governments wholeheartedly supported
this. A lot has changed in this respect. In the past, the
practice was simply that everyone wanted to pay as little
taxes as possible. Now, companies are asked if they have
a tax policy. | think that you cannot just leave that in the
hands of the tax department. You need to apply a broader
view.”
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Long-term value creation

This development can be related to the Corporate
Governance Code, thinks Marco van den Berg. “Long-
term value creation, culture and conduct also become
ever more important on the agenda in the board. This
discussion about tax fits right in it. What do you want to
contribute to society and how do you want to do that? Itis
a charged subject.”

Patrick van Min: “That is a dilemma that many companies
find themselves in: do you need to react to the debate and
do you then need to try to introduce a subtle distinction
or are people not interested in hearing that at all?”

Caroline Zegers: "It somewhat has the appearance of

the remuneration debate: there, the subtle distinctions
were also quickly lost. If the public feels that it is wrong
for a large company not to pay taxes whilst the average
Dutch person does then you can explain something about
this. But if it becomes available in the public domain at
the wrong time... Initially ING decided not to bend but
reneged on that decision. These are matters that must be
discussed in the boardroom: assume that this scenario
occurs, then what? This theme requires a constant
preparation for crisis management.”

Tjeerd Wassenaar also sees an advantage of the
forerunner role: “A large group of companies is looking
at what is possible and explainable under the rules. In
addition, there are companies that want to play a more
social role, also in the tax area. Sometimes they then
become extremely conservative, like supermarkets
banning the sale of cigarettes. That is a difficult decision
from a commercial point of view because it offers high
margins and customers come back for it. Yet a board can
reach that decision, hopeful of making a statement that
will attract other groups of customers.

“This theme requires a constant
preparation for crisis management.”



Tax in the Corporate Governance Code

It seems that ever more often companies want to make a
conscious choice in the area of tax. Should tax be included
more explicitly in the Corporate Governance Code? “It

is @ missed opportunity that the code barely includes
anything on tax”, says Van Min resolutely. “Perhaps the
revision of the code took place too early in the social
debate. If it would take place now then | believe that tax
would expressly have been discussed. Nor is there a
code of conduct that companies can rely on. In the UK
we had the Fair Tax Foundation that allocated a Fair Tax
mark to companies that complied with the minimum
requirements. I would be in favour of that, however you
would need something that has broad social support and
that is revised regularly.”

Caroline Zegers: “If a company can say that it contributes
a lot to the Social Progress Index or something of sorts,
hence other than through taxes, then in due course it
could turn into a completely different discussion. That
would help companies that can demonstrate that they are
a good corporate citizen.”

Tjeerd Wassenaar: “You can also see this with Shell in
Nigeria. Regardless of how you otherwise feel about Shell,
they say they want to be a force for good. When they
invest, they want to help local people get jobs.”

Patrick van Min: “Nigeria is, however, one of the countries
that offer companies a tax holiday. Can you accept
something like that?”

Caroline Zegers: “I think that companies can rely on that
tax holiday as long as they can say what efforts they make
to ensure that the country can develop itself. This can
surely be raised as an argument more often. Perhaps it is
even better than paying taxes in a country that is corrupt
as a result of which the money does not end up with the
people who need it.”

“To continue supervising the board
of supervisory directors does need
to delve into the issues.”
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New insights

To what extent do supervisory directors have sufficient
knowledge of tax to give a proper opinion on it? Marco
van den Berg observes that supervisory directors do
indeed accept their responsibility. "At many companies
tax is not reduced to a subject for the audit committee,
even if this is described in the code. | think that many
chairmen of the audit committee do discuss tax but leave
the responsibility as a whole for tax with the board of
supervisory directors. That is wise, certainly because tax is
ever more related to reputation.

The policy formation is a task of the board of directors;
the supervisory directors supervise that the policy is
implemented correctly.”

Patrick van Min: “However to continue supervising the
board of supervisory directors does need to delve into
the issues, for instance by inviting the tax director and
asking the CFO questions. One of our recommendations
would be that they should in particular look in depth at
the subject and be informed properly about it. Of course,
you do not need to talk about tax in every meeting. But
the board of supervisory directors does need to form a
picture of it.”

“They are informed by a tax director, but often have

too little substantive knowledge themselves”, estimates
Caroline Zegers. “If the criterion for a decision is whether
you can still look at yourself in the mirror then you
depart from some sort of gut feeling and that provides
insufficient ground for a well-considered decision.”

Tjeerd Wassenaar: “Let it also be a regular item on the
board agenda. And do not forget the subject tax in a
report to the board of supervisory directors. Namely,
when it does result in controversy, the board of
supervisory directors is nonetheless addressed about
it. The board of supervisory directors must moreover
supervise that the item remains on the agenda.”
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Role of the accountant

Also at the external accountant tax is receiving more
attention than before. What is remarkable is that the
theme ‘taxes’is placed in a broader context. Marco van
den Berg: “This increased attention for tax is, on the one
hand, related to increased legislation and regulations
and the growing complexity of the subject and, on the
other hand, to the increasing attention for valuation of
uncertainties in the annual accounts. As a consequence
of the increased complexity external accountants also
cooperate with tax specialists within their teams. Where
in the past mostly the mechanism of the determination
of the tax position was discussed, much broader subjects
now come to the fore. Think about reputational risk as a
result of tax structures as well as a much more in depth
discussion of the spirit of the law. What is also important
is that accountants were allocated more responsibility for
statements of the management in the annual report. If

it contains statements that are diametrically opposed to
what we know then we need to report this.”

Private returns

Should the boardroom also set a good example in
private? In a number of interviews the question was
discussed if directors and supervisory directors also need
to have their private returns checked. Itis a suggestion
that initially seems to take things too far but that, on
second thoughts, some supervisory directors are not
unfavourably disposed towards. Is it time for an integrity
declaration?
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Tjeerd Wassenaar: "A CEO is a CEO 24/7. Compare it to
the safety culture at a company like Shell. Shell also wants
people to internalise this and to handle it as accurately

at home as they do at work. A CEO who states that his
company is not seeking the edges of tax structures

but who is privately all over the place in Panama or the
Cayman Islands, sets one thinking. It is about credibility,
consistency, integrity.”

Do supervisory directors have a role in this? Zegers:

“The supervisory director has a role as an employer.

In this capacity he can ask these kinds of things of the
directors. Or in any case discuss these things with them. |
think that the board of supervisory directors should also
discuss this mutually. Then you do not all have to show
your income tax return but you do not to arrive at the
common understanding that the supervisory directors of
this company are not going to do anything strange. The
screening of DNB does include a tax fraud investigation,
but not in respect of these matters.”

“Surely tax planning will become
more difficult.”

Future developments

Itis clear that the perception of tax is changing. Is the
attention for responsible tax of a temporary nature?
Patrick van Min: “Many tax advisers believe that the
present trend will pass, however | do not think so. Surely
tax planning will become more difficult. Taxation still has
the aureole of backrooms, deals and hidden structures.
In the future the transparency will increase further. Itis in
line with the character of the era.”



The future of Supervision | Deloitte’s Point of View

Caroline Zegers is, as Global
Employer Services partner,
responsible for the Executive

& Equity Compensation Group.
Zegers has no less than 20 years
of experience in executive and
share-related remunerations
and solves issues about tax,
accounting, legal, HR and
regulations and remunerations in
the financial sector.

In addition she is responsible for
the Supervisory Board Program
and the Executive Ladies
Programme of Deloitte.

T. +316 5318 3728
E: czegers@deloitte.nl

Patrick van Min is Global
Business Tax partner and advises
Dutch and foreign multinationals
on arange of strategic subjects.
Van Min is responsible for the Tax
in the Boardroom Programme

of Deloitte and is also chairman
of the tax incubator board that
further develops innovative ideas
into market propositions.

T: +316 5151 4942
E: pvanmin@deloitte.nl

Marco van den Berg is Audit
partner specialised in services
to large, international companies
that are active on the consumer
market, in particular in the area
of retail, fashion and services.

T +316 5261 5193
E: mavandenberg@deloitte.nl

Tjeerd Wassenaar is Risk
Advisory partner. He supports
companies in the area of
business ethics and rules of
conduct. The embedding of the
desired corporate culture is his
specialty.

T.+316 1299 6720
E: twassenaar@deloitte.nl

59



A well-considered and clear tax
policy is part of a sustainable
business strategy

Long-term value creation, culture and
conduct are high on the agenda of the
board. Responsible tax is also part of
this list. What do you want to contribute
to society as an organisation and how
do you want to do this? In the future
the call for transparency will only
increase further. It is in line with the
character of the era. In this changing
environment it is challenging to see the
right perspectives and to distinguish
priorities.

That is why solid tax knowledge is to
an increasing degree expected of the
board. And that consequently also
applies to the board of supervisory
directors.
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