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Pressure for transparency

Over recent years, four factors have combined to force companies to be more
transparent around tax decision making

Economic policy

e Strategic industries and
taxpayers

® Tax as a competitive advantage

® Indirect vs. corporate profits tax

Investor/media interest such as:

® |nvestor interest in sustainability
and competitiveness

e Citigroup reports 2005/2006
covering taxes impact on
financial statements

® Credit Suisse report on
FIN 48 highlighting tax as a
‘black box’ of risk

Pressure for
Transparency

More collaboration between Tax

Authorities on:

e Transfer pricing

e Challenge systems and
processes

e Collaboration of tax authorities in
Australia, Canada, UK and USA
(JITSIC)

® OECD Forum on Tax

® ATO introduction of annual
compliance arrangement process
aimed at the top 50 companies

Regulatory Pressures including:
® Sarbanes Oxley 404
e FIN 48
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Singapore tax survey — main findings

Importance of governance
Lack of tax strategy/policy

®

o

e Lack of resources

e Greater emphasis on Goods and Services Tax (GST)
®

Growing complexity
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Singapore tax survey — key issues
Importance of Governance

e Strong evidence of the growing importance of tax risk assessments and
tax governance to most organisations:

- Senior finance person ultimately responsible
- Tax treated as a board level issue
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Singapore tax survey — key issues
Lack of tax Strategy/Policy

e The majority of respondents do not have a documented tax strategy

e No marked improvement to the quality and quantity of tax information
provided to the board
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Singapore tax survey - key issues
Lack of resources

e Most groups have

~ anon tax person with day to day responsibility for tax

— between 1-5 people looking after tax.
® Few organisations with sophisticated tax teams who think strategically
e Lack of any technology to support tax compliance
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Singapore tax survey - key issues
Greater emphasis on goods and services tax

® Increased concern over complexity of GST legislation and the
Implications for the management of GST risk and compliance

e Anticipated that GST rates will increase in the future

® However, no increase in time or resource dedicated to GST compliance
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Singapore tax survey - key issues
Growing complexity

e Belief that the tax environment has become more complicated and will
get more complicated in the future

e The impact of globalization is bringing the same pressures felt in
Europe/Americas

e Concerns raised that IRAS should be more commercially minded
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Significant elements of a tax control

architecture

Regional business controls

Managing tax compliance, tax

planning and tax reporting

Tax DOAs &
Strategy Limits

Regional Business
Organisation & Local legal entity governance:
\ ® Regional Tax Risk Meeting
( ® Strategic Review Meeting

Organisational leadership
_A—

Assessment
& reporting
of Tax risk

accounting
controls
(true up)

Control processes
A

Functional oversight
Design and review effectiveness of

regional
business control activities

Tax leadership
organisation
Tax policy and Risk
Committee
Connectivity with
Finance

Tax reporting
controls and
monitoring

-
Operating Standards & Control Processes

< Monitoring data & group reporting data

Compliance
controls and
monitoring

Tax planning
controls and
monitoring

Alignment of
resource &
performance
management

Group controls
Independent assurance on

effectiveness of business
and functional controls

Internal Audit

Group
Compliance &
Ethics

External Audit

& Group Standards & Audits

Enabling Functions: Finance, IT, HR, Legal
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Governance framework

Corporate
Income
Tax

Indirect Tax
through put

What did | have at
journey’s end?

N

How did | get

./ 1 / \ there? e A seat at the Board
What did | need e Tax is a strategic
/ \ to get there? e Facilitated partner
Where did | workshops with e A mandate to
want to go? e Communication the Board engage at an
Where did with the Board e Agreement on operational level
| start? e Adding value to e A tax governance governance e Enhanced
the business framework framework relationships with
e No Board e | did not want to e Clear the business to
relationship be involved in communication facilitate
e Limited every tax policy implementation
understanding of decision across
the business the group
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Action plan

At the end of the Workstream Feb 2008 Mar 2008 April 2008 @ May 2008 June 2008 July 2008 August 2008 = September 2008

first phase, a
. i i Stratedi Consider BU
oundation action ategic action plans

plan for

q 0 - = Roll out to :
m m Formal
| ple entlng the o rati I Agree roles> Il ¢ Draft manual and gutdelmes t r

Strategic Tax

Framework, ;
Devise

“Framework” was Capability action plan

prepared.

: Agree resource needs and identify training Devise
FRELSG O e People requiremerjts training ettt

development and

) . /
implementation of (, Identify underlying Agree action

Implement improvements

Process
the Tax Pack. This processes across the group plan

should be \ /

Technology

considered as part

S pzriv:ﬂ >Start regular reports>
Operational and Communication format

Capability
workstreams. This Roles and accountabilities Communication Capability
® Fundamental operational roles and ® Group Tax committed in the Framework to e After meetings have been held with
accountabilities should be agreed first This report on a semi-annual basis to the Group the Business Units, gaps and
extract of the will set down requirements and help all CFO. weaknesses in human resources,
parties understand what is required of them In addition to the Tax Pack, the Business Units processes and technology will become
and why will be asked to report to Group Tax on a clear as barriers to the Business Units
where the next Procedures behind tax reporting at Group periodic basis in a reporting pack. The content being able to fulfil their responsibilities
and local level will be formalised and buy in of this reporting pack will be determined These weaknesses can then be
obtained from those necessary according to specific KPIs and after Group Tax documented and an action plan
marked in green Meetings with the relevant business units and the Business Units have met to agree an devised to make improvements and to
obtaining input on issues such as the Tax action plan to ensure responsibilities are fulfilled monitor progress in achieving this
Pack should be held to finalise roles. A policy for external communication needs to
be determined
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Examples of tax sub processes

Indirect tax compliance

e Master-data management

e Revenue streams and associated VAT
treatment

e Purchase-to-pay including imported
services

Inter-company charges

Indirect tax provisioning

Filing of indirect tax returns

Indirect tax payments and/or refunds

Direct Tax Compliance

Statutory Accounts — current tax position
Statutory Accounts — deferred tax position
Quarterly and year-end reporting

Year end tax computation process
Submission of the tax return

Tax payments

Claims and elections

Update direct tax exposure

Reconciliation of current tax payments
Settling tax disputes

Payroll tax compliance

e Interaction with HR, Payroll, Finance
and tax

e Payroll reporting (monthly / annual)
e Benefits reporting (annual)

e Share schemes (incentive planning
e.g. Form 42)

e Internationally mobile employees

Tax planning

e |dentification
e Implementation
e Disclosure

Group Issues

e Group relief
e Group payment arrangement

e Identification of companies requiring
a tax return

Balance Sheet Accounts

e Reconciliation, verification and
validation

KPMG)
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Tax risks

Typical examples of risk issues, seen by KPMG firms
Data inputs to tax model calculation
Transfer pricing exposures
Misstatement of current and deferred tax
Capture of tax exposures

Lack of segregation of duties

Unclear delegations of authority
Incorrect tax coding

Unclear accountabilities

Set up and maintenance of tax model
Use of manual invoices

Use of spreadsheets

The lack of one version of the truth
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Potential benefits of having a leading Tax
Function

e Tax and operational cost savings e Greater understanding and management
through tighter risk management and the of tax risks by understanding the
identification of areas where processes underlying processes that generate tax
can be improved data and create tax points

® Reduced compliance costs from a well ® An improved risk profile and enhanced
controlled tax environment and an relationship reducing the financial and
improved ability to provide information resource costs of dealing with Tax
when requested Authorities

e Time and resource savings e.g. using ® A closer relationship with the rest of the
technology to speed up data collection business through embedding an agreed

' ' h to tax that is clearly documented
e Improved financial management due to approac um
earlier certainty on tax liabilities through a and understood across the organisation

relationship of mutual trust with tax e Greater accountability by establishing
authorities clear lines of communication, roles and

® Increased confidence that key tax risks iSRS _ _
are being identified and managed through ® An enhanced profile for the regional tax
adequate controls and robust processes team at Group

® Improved staff effectiveness by
redressing the balance between higher
value work and routine compliance in the
tax reporting process
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