Tax governance in the Middle East
Governing tax activity within your business
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Globally, there is a trend towards increased
tax transparency as businesses must meet
higher standards of tax governance and risk
management. As a result, it is seen as good
practice for businesses to develop a tax
policy that provides additional detail,
supplementing their overall tax strategy.
While companies sometimes view the
Middle East as a benign region from a tax
perspective, in actuality the tax regimes that
do exist can be complex and challenging to
manage. In addition, tax reform in the Gulf
Cooperation Council (GCC), including Value
Added Tax (VAT) and changes likely to be
made in response to the Base Erosion and
Proﬁt Shifting (BEPS) action items, mean
having a tax strategy in the Middle East has
become even more important.
The Organisation for Economic Cooperation and Development (OECD)
Guidelines for Multinational Enterprises
and the OECD ‘co-operative compliance’
initiative 2016 recommend that businesses
treat tax governance and compliance as
important elements of their oversight and
management systems.
Still, many businesses in the Middle East do
not have dedicated in-house tax teams that
develop, monitor and enact tax strategies,
despite signiﬁcant issues arising in areas like
compliance and the need to integrate tax
planning into business decision-making.
Publishing a tax strategy is therefore
essential for businesses in the Middle East,
especially for those that conduct business
activities in other jurisdictions (whether
within the Middle East region or further
beyond).

Key considerations for businesses
in the Middle East
What is a tax strategy?
Simply put, a tax strategy sets out the
approach to governing tax activity within a
business. Having a tax strategy shows that
businesses are responsible corporate
citizens in the jurisdictions in which they
operate and helps safeguard their
reputation and ﬁnances.
Broadly a tax strategy should set out the
following:

Approach to risk
management and
governance

Appetite towards
tax planning

Relating
to tax

Level of tax
risk tolerated

Approach to risk management
and governance
• Understanding of inherent risk
• Board oversight
• Key roles and responsibilities
• Governance framework
Appetite towards tax planning
• Code of conduct
• Drivers for planning and their
weighting
• Structuring of planning
• Rationale for external advice

Approach to
dealings with
tax authorities

Approach to dealings with tax
authorities
• How business works with tax
authorities
• Level of partnership/transparency
Level of tax risk tolerated
• Internal levels of risk prescribed
• If quantiﬁed, how inﬂuenced by
stakeholders
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Why do businesses need a tax strategy?
Having a tax strategy demonstrates
businesses have a culture of openness and
disclosure, and are committed to complying
with all local tax laws. It also allows
businesses to publicly declare that they:
1) do not take part in aggressive tax
planning; but 2) have actions in place in the
case of non-compliance. This helps foster a
co-operative approach with tax authorities,
so in the case of disputes, businesses can
obtain clarity and possibly achieve an early
agreement.
For Middle East businesses with entities in
other international jurisdictions, having a
tax strategy also sets out their approach to
governing tax activity in other countries
including:
• Diﬀerent tax law and rates;
• Reporting; and
• Compliance obligations.
The BEPS action plan also seeks to enhance
the transparency of intra-group economic
activity, so it is important for businesses
operating in diﬀerent tax jurisdictions to
develop a tax strategy to address the
growing demand for tax governance
frameworks.

Having a tax strategy shows that
businesses are responsible corporate
citizens in the jurisdictions in which
they operate and helps safeguard
their reputation and ﬁnances.

Who is responsible for a tax strategy?
A tax strategy is relevant to all stakeholders
involved in the management of tax matters,
including:
• The board of directors;
• Shareholders/investors;
• Clients; and
• Tax authorities.
The tax strategy sets out the roles and
responsibilities of the tax teams, and the
relevant decision makers at the group level
to ensure businesses achieve their goals in
relation to tax, and fulﬁll their obligations to
tax authorities and other key stakeholders,
such as shareholders and clients.
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How Deloitte can help
Whilst drafting a tax strategy may
sound quite straightforward, in reality,
implementing the tax strategy can be the
‘tip of the iceberg.’ Given the likely need
for board approval, it can be a challenging
process and may involve ﬁnancial and
reputational risk if the organization gets
it wrong.
Deloitte can help develop a tax strategy
tailored to your business. While the scope
of work required may vary from country to
country and business to business, we have
set out a brief overview of our approach
below.
Review
• Existing tax functions to ensure you are
operating under best practice and also
have similar tax functionalities as other
businesses in your industry.
Recommend
• Best practice tax compliance processes
and procedures relevant to diﬀerent
jurisdictions where your business holds
interests.
• Improvements to tax strategy to ensure
it clearly deﬁnes, and is in line with, the
overarching goals and principles of your
business.
• Improvements to risk management and
control based on your business’ attitude
to risk appetite.
• Improvements to current tax processes,
including the use of the tax system and
technology to ensure your business’ tax
function operates eﬀectively, eﬃciently
and transparently.

Report
• Prepare a report that is in line with best
practice and outlines the requirements of
your tax strategy and plan for achieving
these requirements from your current
starting position
Tax control framework: the tax strategy is the ‘tip of the iceberg’

External
statement

Tax strategy

Policy and governance
Internal
support

Risk identiﬁcation
and control
People, processes
and systems
Assurance
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This publication has been written in general terms and therefore cannot be relied on to cover specific
situations; application of the principles set out will depend upon the particular circumstances involved and
we recommend that you obtain professional advice before acting or refraining from acting on any of the
contents of this publication. Deloitte & Touche (M.E.) would be pleased to advise readers on how to apply
the principles set out in this publication to their specific circumstances. Deloitte & Touche (M.E.) accepts no
duty of care or liability for any loss occasioned to any person acting or refraining from action as a result of
any material in this publication.
Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by
guarantee (“DTTL”), its network of member firms, and their related entities. DTTL and each of its member
firms and their related entities are legally separate and independent entities. DTTL (also referred to as
“Deloitte Global”) does not provide services to clients. Please see www.deloitte.com/about to learn more
about our global network of member firms.

Deloitte provides audit, consulting, financial advisory, risk advisory, tax and related services to public and
private clients spanning multiple industries. Deloitte serves four out of five Fortune Global 500® companies
through a globally connected network of member firms in more than 150 countries and territories bringing
world-class capabilities, insights, and high-quality service to address clients’ most complex business
challenges. To learn more about how Deloitte’s approximately 245,000 professionals make an impact that
matters, please connect with us on Facebook, LinkedIn, or Twitter.
Deloitte & Touche (M.E.) is a member firm of Deloitte Touche Tohmatsu Limited (DTTL) and is a leading
professional services firm established in the Middle East region with uninterrupted presence since 1926.
DTME’s presence in the Middle East region is established through its affiliated independent legal entities
which are licensed to operate and to provide services under the applicable laws and regulations of the
relevant country. DTME’s affiliates and related entities cannot oblige each other and/or DTME, and when
providing services, each affiliate and related entity engages directly and independently with its own clients
and shall only be liable only for its own acts or omissions and not those of any other affiliate.

Deloitte provides audit, tax, consulting, financial advisory and risk advisory services through 25 offices in
14 countries with more than 3,300 partners, directors and staff. It is a Tier 1 Tax advisor in the GCC region
since 2010 (according to the International Tax Review World Tax Rankings). It has also received numerous
awards in the last few years which include best Advisory and Consultancy Firm of the Year 2016 in the CFO
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Award by the Institute of Chartered Accountants in England and Wales (ICAEW), as well as the best CSR
integrated organization.
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