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Sierra Nevada Company, LLC Her Majesty's Revenue and Customs (HMRC) Tax Strategy Statement

In compliance with its duty under paragraph 19(2) to Schedule 19 of the Finance Act 2016, Sierra Nevada
Company, LLC (“SNC”) and all of its affiliates operating in the UK (the “SNC UK Group”) are publishing this tax
strategy. This strategy applies to all companies operating in the UK for the year ending 31 December 2025.

General Overview

SNC is a privately held US company headquartered in Sparks, Nevada. SNC is a trusted leader in solving the
world’s toughest challenges through advanced engineering technologies in Commercial Solutions, National
Security and Defense. SNC operates its business consistently with its core values of Integrity, Innovation, Agility,
Passion, Service and Tenacity. SNC’s values provide the foundation for its commitment to the highest level of
ethical conduct. The employees of SNC have a shared responsibility to conduct its business ethically and with
integrity.

SNC'’s approach to taxes

SNC and its affiliated entities comply with all tax regulations in all countries in which it operates. SNC strives to
submit all returns by applicable due dates and in line with local tax law. All material positions taken in tax
returns are supportable in terms of documentation, legal interpretation and in compliance with the operating
principle above. SNC believes its obligation is to pay the amount of tax legally due in any territory, in
accordance with rules set by governments. In so doing it is not able to determine the “fair” amount of tax to
pay. Rather it is bound and conscripted by the appropriate and determined tax within that country, and does
not endeavor to take risky or unsupportable positions with regard to tax determination and payments.

SNC and its affiliated entities have a tax strategy focused on the following 5 key areas:

o Integrity in compliance and reporting
o Business partnering

o Developing our people

. Controlling and managing risks

o Ethical business practices and conduct

SNC’s customer, business and operational requirements are the primary determinants of where activities are
undertaken and employees are located. Transactions are considered taking into account all financial,
commercial and reputational matters. SNC does not enter into aggressive tax planning arrangements with the
sole purpose of achieving a tax advantage. The vast majority of SNC’s production, development and other core
activities continue to occur in the United States. As such, the majority of SNC’s earnings are reported and taxed
in the United States.
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SNC'’s risk management and governance arrangements

As part of a large multinational business, the SNC UK Group may have exposure to a variety of tax risks. These
include, amongst others, legislative and regulatory changes, uncertainty in the interpretation of tax law,
operational and compliance risks, and the impact of these risks on the reputation of our business. Our policies
and internal control framework help to ensure compliance with tax laws and regulations in all jurisdictions in
which we operate, to ensure that we identify and mitigate tax risks.

The finance leader of each company within the SNC UK Group is responsible for managing their respective
company’s day-to-day tax affairs, with advice and input from SNC'’s global headquarters in the United States.
SNC'’s global tax function is led by the Vice President of Tax, who reports to the Chief Financial Officer with
oversight and input from the President and Chief Executive Officer. SNC seeks external tax advice when there is
a need for specialist guidance or support such as in relation to material or non-routine transactions, new laws
or regulations, or in areas of uncertainty surrounding the interpretation of tax law.

SNC'’s UK tax risk management

SNC manages UK tax risk by applying effective tax governance and tax risk framework, making continual
adjustments to be compliant with evolving tax obligations. SNC aims to ensure that it is compliant in tax filing
obligations and proactively mitigating tax risks to acceptable levels and undertaking all business activities in
compliance with laws and regulations. UK tax risk is managed by SNC in a manner that is consistent with other
areas of operational risk by introducing and maintaining appropriate monitoring and management procedures
across the organization.

SNC'’s attitude towards tax planning

SNC evaluates undertaking tax planning where the financial benefit is tax related but SNC does not engage in
artificial tax arrangements. A failure in implementation, proper documentation or maintenance must be
avoided. It is therefore essential that the tax function is involved throughout the process from planning through
to implementation. The tax function proactively pursues any tax timing benefits within the context of this tax
risk strategy. These types of events are valued on a net present value basis rather than a total cash movement
basis are in line with appropriate discount rates.

SNC and its affiliated entities aim for certainty on tax positions they adopt and where tax law is unclear or
subject to interpretation, written advice or confirmation will be sought as appropriate to ensure, on the
balance of probabilities, that the position adopted would, more likely than not, be settled in SNC’s favor. The
position adopted should be assessed giving consideration to the financial return, potential reputational risk and
financial risk. All transactions must have a business purpose or commercial rationale.

In order to achieve its commercial objectives, SNC forms active links between tax personnel and the wider
business. This ensures sufficient tax knowledge and support is available for SNC to make informed business
decisions. There are controls and processes in place to ensure that the business areas keep the corporate tax
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department informed of any changes or new activity/transactions so that they are fully evaluated for any tax
consequences.

SNC’s attitude towards risk

SNC'’s appetite for risk is governed by the “more likely than not” principle set out within Circular 230, which can
be restated that SNC and its affiliates will strive to take tax filing and return positions that are more likely than
not supportable under audit based on current law and interpretation of the applicable law and regulations.
Consistency and transparency of application across SNC and its affiliated entities is essential.

SNC recognizes that managing tax compliance is increasingly complex, and SNC’s policies and governance
framework have established controls to ensure compliance with existing tax laws and regulations. SNC
continuously identifies and manages tax risks with the aim to ensure payment of the materially correct amount
of tax within the UK and all jurisdictions in which SNC and its affiliates operate. To further limit risk and
uncertainty, SNC seeks external advice to obtain comfort with respect to complex transactions or in areas of
the tax law where we do not have in-house expertise.

SNC'’s acceptable level of UK tax risk

SNC actively seeks to identify, evaluate, monitor and manage UK tax risks. SNC’s acceptable UK tax risk is
inextricably linked to its acceptable business risk, which aligns with SNC’s commercial, reputational and
business practices. In this regard, various factors are always considered including, but not limited to, financial
impact, the impact on corporate reputation/brand and the impact on relationships with external stakeholders.
SNC is aware of the potential for negative impact caused by asserting unsupported tax positions, and deems
robust internal processes and alliance with external tax advisors as a way to manage this risk. SNC seeks to
ensure that its tax arrangements remain consistent in approach from both a financial and reputational
standpoint.

SNC'’s approach to dealings with HMRC and other tax authorities

SNC and its affiliated entities maintain open, transparent and proactive relationships with tax authorities in the
jurisdictions where they operate. SNC engages in fair and transparent business activities. Tax law is interpreted
using relevant guidance and discussed with tax authorities where appropriate, to minimize the extent of
disputes and review possible risks. SNC maintains full and timely disclosure of necessary information as
required by law, by providing tax authorities with necessary information as part of regular filing or during the
course of any review or audit. If any disputes arise, SNC will maintain an open and constructive relationship
with tax authorities to achieve resolution. SNC takes compliance with global tax requirements as a serious and
core obligation of the company and undertakes all such requirements in a professional, accurate and timely
manner.
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Regards,

sncorp.com

Jedediah R. Bodger
Vice President Tax
(o) 775.849.6392
(c) 775.378.7113
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1. Home (https://www.gov.uk/)
2. Large and mid-size business guidance (https://www.gov.uk/topic/business-tax/large-midsize-

businessguidance)

Guidance

Publish your large business tax strategy

Find out if your business needs to publish a tax strategy, what it should include and when to publish it.

Published 24 June 2016
Last updated 22 June 2018 — see all updates

From:
HM Revenue & Customs (https://www.gov.uk/government/organisations/hm-revenue-customs)

Contents

* Who must publish a strategy

* Who’s responsible for publishing the strategy
* What must be in your strategy

* Where to publish your strategy

* When your strategy must be published

* Penalties

[ Print this page ]

Who must publish a strategy

You'll need to publish a tax strategy if you're a UK group, sub-group, company or partnership, and in
your previous financial year you had one or both of a:

* turnover above £200 million
* balance sheet over £2 billion

UK companies or groups that are part of a Multi-National Enterprise (MNE) group that meets the
Organisation for Economic Co-operation and Development’s (OECD’s) ‘Country-by-Country Reporting’
framework threshold of global turnover over 750 million euros also need to publish a strategy.

A company or sub-group only has to publish its own tax strategy if it's not covered by a published
strategy at a higher level.


https://www.gov.uk/government/organisations/hm-revenue-customs
https://www.gov.uk/
https://www.gov.uk/government/organisations/hm-revenue-customs
https://www.gov.uk/topic/business-tax/large-midsize-business-guidance
https://www.gov.uk/topic/business-tax/large-midsize-business-guidance
https://www.gov.uk/
https://www.gov.uk/topic/business-tax/large-midsize-business-guidance
https://www.gov.uk/

Groups

A group is a MNE group or a non-MNE group, depending on the tax residence of its parent company,
subsidiaries or permanent establishments.

A UK permanent establishment of a non-UK incorporated business is treated as if it were a UK
company, and a member of any UK group or sub-group that the non-UK incorporated business is a
member of.

UK groups

The ultimate parent is a UK corporate body.

Foreign groups and UK sub-groups
The ultimate parent is not in the UK.

If a foreign group has UK subsidiaries all under a UK intermediate parent, together they will be a UK
sub-group.

A foreign group can have more than one UK sub-group. The head of each sub-group is the UK company
that’s not a 51% subsidiary of another member of the sub-group.

Each UK sub-group of a qualifying foreign group must publish a tax strategy.

A foreign group can also have more than one UK subsidiary that’s not under a UK intermediate parent. If
the UK companies and branches are part of the same qualifying foreign group (‘sister companies’), they
must each publish a tax strategy.

MNE groups

A MNE has the same meaning as in the OECD Model Legislation in the OECD Country by Country
Reporting Implementation Package (https://www.oecd.org/ctp/transfer-pricing/beps-action-13-country-
bycountry-reporting-implementation-package.pdf).

It includes:

i multiple corporate bodies that are tax resident in different jurisdictions a corporate body
. that’s resident in one jurisdiction and is subject to tax on business carried out using a
permanent establishment in another jurisdiction - either jurisdiction can be in the UK

Non-MNE groups

A non-MNE group is made up of 2 or more UK companies or corporate bodies (not including limited
liability partnerships) where there’s a 51% parent or subsidiary relationship.
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Companies in a group that do not have the same financial year end

Grouped companies must aggregate UK turnover or balance sheet assets to decide if they meet the
qualifying conditions.

When a company or UK permanent establishment within a group does not have the same financial year
end as the head of the group, include the turnover or balance sheet figures from their latest financial
year which ends before the head company’s when aggregating.

Do not pro-rata turnover figures for overlapping periods.
Example

The head company of a UK group has a financial year that ends on 31 December 2017 with turnover of
£150 million.

It has one UK subsidiary with a financial year that ends on 31 March 2017, with turnover of £80 million.

The group aggregated turnover for the financial year that ends on 31 December 2017 is £230 million, so
a group tax strategy must be published for the financial year ending 31 December 2018.

Individual companies

A qualifying individual company has to publish its own tax strategy if it's not a member of a UK group or
UK sub-group.

Open-ended investment companies and investment trusts do not need to publish a tax strategy.
Partnerships
A qualifying partnership has to publish its tax strategy if it's a:

i partnership within the meaning of the Partnership Act 1890 limited
* partnership registered under the Limited Partnerships Act 1907

. limited liability partnership incorporated in the UK under the Limited Liability Partnerships Act
2000

Different strategies within a group

If different parts of a group or UK sub-group have different tax strategies then separate strategies must
be published. Each strategy should make it clear which entity or entities it covers.

Where there’s a separate requirement for a number of UK sub-groups or sister companies to publish a
strategy, HMRC will accept one strategy if the entities which it covers are clearly identified in it.

Who'’s responsible for publishing the strategy



Your business is responsible for deciding if it meets the requirements for publishing a tax strategy.

UK groups

The UK head of the group is responsible for making sure the group tax strategy which covers all the
members of the group is published.

The strategy can be published by any of the UK entities.

Foreign groups with UK sub-groups

The head of each UK sub-group is responsible for publishing a UK sub-group tax strategy.
It must cover all UK companies and UK branches which are members of the UK sub-group.

The strategy can be published by any of the UK companies that are members of the foreign group.

Foreign groups with UK sister companies

If a UK subsidiary is owned directly by a foreign parent without a UK intermediate parent each individual
UK subsidiary is responsible for publishing its own tax strategy as a qualifying company. This applies
even if the individual company would not be large enough to be a qualifying company on its own.

Depending on the structure of the qualifying foreign group, it's possible that a number of sub-groups or
sister companies (including UK branches) will each have to publish their own tax strategy.

Companies

The company is responsible for publishing its tax strategy.

Partnerships

The nominated partner is responsible for making sure the partnership’s tax strategy is published.

What must be in your strategy

Your tax strategy should be approved by your Board of Directors, be in line with the overall strategy and
operation of your business and include: details of the paragraph of the legislation it complies with the

o financial year the strategy relates to how your business manages UK tax risks your business’s

« attitude to tax planning the level of risk your business is prepared to accept for UK taxation how

your business works with HMRC

any other relevant information relating to taxation

., ltdoes not need to include the amounts of taxes and duties paid as part of your tax strategy, or
information that might be commercially sensitive.



How your business manages UK tax risks

Include all information that demonstrates your business’s approach to risk management and
governance. This may include, but is not limited to:

« how your business identifies and reduces inherent tax risk due to the size, complexity and extent of
change in your business

* the governance framework you use to manage tax risk the levels of oversight and involvement
d of the Board of Directors a high level description of any key roles, responsibilities, systems and
i controls in place to manage tax risk

Your business’s attitude to tax planning

Outline your business’s attitude towards tax planning and give details relating to UK taxation. Also
include all information regarding the approach your business has towards to tax planning, including:
« details of any code of conduct your business has for tax planning an outline of what influences
e your business’s tax planning and how this affects your tax strategy your approach to structuring
* tax planning
¢ an explanation of why you might seek external tax planning advice

The level of risk your business is prepared to accept for UK taxation
Explain:

« What levels of risk your business is prepared to accept, and give details of the internal governance
process for measuring this
« the influence relevant stakeholders have

How your business works with HMRC

Explain how your business deals with HMRC. We may already know this but it must still be included in
the document. It may include (but is not limited to):

« an explanation of how your business works with HMRC to meet statutory and legislative tax
requirements « how your business works to be transparent with HMRC on current, future and past
tax risks across all relevant taxes and duties

Where to publish your strategy

Your tax strategy must be published on the internet and be available free of charge.



A member of the public should be able to easily find the tax strategy by browsing your business’s
website, or searching online.

Your report can be:

i part of a larger document (such as an annual report) a

i separate document published in other formats, as well as

i online (for example, in print) If the entity that needs to publish
does not have a website, the tax strategy should still be available
for free on the internet on:

i its foreign parent company’s website
i any other subsidiary’s website
i another website, as agreed by your Customer Compliance Manager or other contact in HMRC

When your strategy must be published

You must publish a tax strategy for each of your financial years starting after 15 September 2016 when
your business meets the qualifying conditions.

Your latest strategy must be available to the public free of charge, until the following year’s strategy has
been published.

HMRC will check if you’ve published a tax strategy, but will not contact you to confirm it has done so.

Time limit for publishing for the first time

If your business first meets the conditions in the previous financial year, a tax strategy must be published
before the end of the current financial year.

For example, if your financial year when your business first met the qualifying conditions ended on 31
March 2018 your first tax strategy should be published before the end of your financial year starting on 1
April 2018.

Time limit for publishing later strategies

Once a strategy has been published for the first time a new one must be published in the next financial
year or within 15 months, whichever is sooner.

For example, if your business published its first tax strategy on 20 March 2018 and the next financial
year ends on 31 March 2019, it must publish it in that financial year. However if the next financial year is
extended to 30 September 2019, it must publish its second strategy by 20 June 2019.



If you no longer meet the requirements to publish

Your business does not have to publish a tax strategy for a year when it no longer qualifies, but the last
tax strategy that it published must remain accessible for free for at least a year from the date it was
published.

If you cannot publish the strategy by the date it’s due

You should contact your Customer Compliance Manager (or other contact in HMRC) if you think you
may not be able to publish a tax strategy before it's due, or if it cannot be accessed by the public for
free.

HMRC may give an extension in certain circumstances.

When to publish future strategies

If your strategy has not changed, you still need to republish it in each financial year and make it clear
which year it relates to.

It's up to you to decide how you review the strategy each year.

Penalties

You may have to pay a penalty if you meet the requirements to publish a strategy and:

* do not publish one publish a strategy that does not include
* all relevant information
* do not make sure a published strategy remains available for free for the appropriate period

The penalty will be charged on the entity that’s responsible for making sure the strategy is published,
this could be the:

. head of the qualifying UK group
. head of the UK sub-group sister
. company in a foreign group

i individual UK company or
partnership

Before we charge a penalty, we’ll issue a non-statutory warning notice for you to publish a compliant
strategy within 30 days. This notice is not a formal time extension, but you will not get a penalty if you
publish a compliant tax strategy within 30 days of it being issued.

HMRC intends to review if it’s still appropriate to continue to issue non-statutory warning notices.



Penalties for failing to publish a compliant strategy run from the first day after the date by which the
strategy should have been published and you may be charged:

. a £7,500 penalty for not publishing a strategy a second £7,500 penalty if the strategy has not
N been published 6 months after it should have been another £7,500 penalty for each following
i month until the strategy is published

Penalty assessment time limits

HMRC must make a penalty assessment within 6 months of finding out that you have not complied with
the legislation.

The final deadline for making a penalty assessment is 6 years after the end of the financial year when
the strategy should have been published.

How to appeal against a penalty assessment

You can appeal in writing against a HMRC penalty assessment within 30 days of it being issued by
HMRC.

Find out more about how to disagree with a tax decision (https://www.gov.uk/tax-appeals).

Published 24 June 2016
Last updated 22 June 2018 + show all updates

1. 22 June 2018
More information on which businesses need to publish a strategy and when they must be published
by has been added.

2. 24 June 2016
First published.
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Brexit transition

14 days to go

Check you're ready for 2021

(https://www.gov.uk/transition)

Related content

« Senior Accounting Officer Guidance (https://www.gov.uk/hmrc-internal-manuals/senior-accounting-

officersguidance)
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« Send a country-by-country report (https://www.gov.uk/guidance/check-if-you-must-send-a-country-
bycountry-report)

* Large Business strategy (https://www.gov.uk/guidance/large-business-strategy)

° How HMRC works with large businesses (https://www.gov.uk/guidance/hm-revenue-and-customs-

largebusiness)

« Country by country reporting - updated (https://www.gov.uk/government/publications/country-by-

countryreporting-updated)

Explore the topic

« Large and mid-size business guidance (https://www.gov.uk/topic/business-tax/large-midsize-

businessguidance)
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SCHEDULES

SCHEDULE 19 Section 161

LARGE BUSINESSES: TAX STRATEGIES AND SANCTIONS

PART 1

INTERPRETATION

Purpose of Part 1

1 This Part defines terms for the purposes of this Schedule.
“Relevant body”
2 (1) “Relevant body” means a UK company or any other body corporate (wherever

incorporated), but does not include a limited liability partnership.

(2) A relevant body is a “foreign” relevant body (or member of a group or sub-group) if
it is incorporated outside the United Kingdom.

“UK company”

3 (1) “UK company” means a company which is (or is treated as if it is) formed and
registered under the Companies Act 2006, unless it falls within sub-paragraph (2).

(2) The term “UK company” does not include a company which is—

(a) an open-ended investment company within the meaning of section 613 of
CTA 2010, or
(b) an investment trust within the meaning of section 1158 of CTA 2010.

“UK permanent establishment”

4 (1) “UK permanent establishment” means a permanent establishment in the United
Kingdom of a foreign relevant body.

(2) In sub-paragraph (1) “permanent establishment” has the same meaning as it has for
the purposes of the Corporation Tax Acts (see section 1141 to 1144 of CTA 2010).

“Qualifying company”
5 (1) A UK company is a “qualifying company” in any financial year (subject to any
regulations under sub-paragraph (5)) if sub-paragraph (2) or (3) applies to it.
(2) This sub-paragraph applies to the company if, at the end of the previous financial
year—
(a) it satisfied the qualification test for a UK company, and
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(b) was not a member of a UK group or a UK sub-group.

(3) This sub-paragraph applies to the company if, at the end of the previous financial
year—

(a) it was a member of a foreign group,
(b) the group met the qualification test for a group, and (c)it was not a
member of a UK sub-group of that foreign group.

(4) The qualification test for a UK company is that the company satisfied either or both
of the following conditions (by reference to the previous financial year)—

1. The company's turnover ~ More than £200 million

2. The company's balance sheet total More than £2 billion.

(5) The Treasury may by regulations provide that a company of a description specified
in the regulations is not a qualifying company for the purposes of this Schedule (or
any such purpose specified in the regulations).

(6) For the purposes of this paragraph a UK permanent establishment of a foreign
relevant body is to be treated as if it were—

(a) a UK company, and

(b) if the foreign relevant body is a member of a UK group or a UK sub-group,
a member of that group or sub-group.

“Group” and related expressions

6 (1) “Group” means two or more relevant bodies which together constitute—
(a) an MNE Group (see paragraph 7), or
(b) a group other than an MNE group (see paragraph 8).

(2) “UK group” means a group whose head is a relevant body incorporated in the United
Kingdom.

(3) “Foreign group” means a group whose head is a foreign relevant body.

(4) For the purposes of sub-paragraphs (2) and (3) it is immaterial where other members
of the group are incorporated.

7 (1) “MNE Group” has the same meaning (subject to sub-paragraph (2) below) as
in the OECD Model Legislation in the OECD Country-by-Country Reporting
Implementation Package as contained in the OECD's Guidance on Transfer Pricing
Documentation and Country-by-Country Reporting published in 2014.

(2) Paragraph (ii) (excluded MNE Group) of the Implementation Package is not part of
the definition applied by sub-paragraph (1) above for the purposes of this
Schedule.

(3) In sub-paragraph (1) “OECD” means the Organisation for Economic Co-operation
and Development.
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8 (1) A “group other than an MNE group” means a group consisting of two or more
relevant bodies—

(a) each of which is a member of the group by virtue of
sub-paragraph (3) or (4),
(b) at least two of which are UK companies, which is not
an MNE Group.
(2) For the purposes of the condition in sub-paragraph (1)(b) a UK permanent

establishment of a foreign member of a group is to be treated as if it were a UK
company and a member of the group.

(3) A relevant body is a member of a group if— (a) another relevant body is its
51% subsidiary, or (b)it is a 51% subsidiary of another relevant body.

(4) Two relevant bodies are members of the same group if—
(a) oneisa 51% subsidiary of the other, or
(b) both are 51% subsidiaries of another relevant body.

(5) Chapter 3 of Part 24 of CTA 2010 (meaning of 51% subsidiary) applies for the
purposes of this Schedule as it applies for the purposes of the Corporation Tax Acts
(but with the modification in sub-paragraph (6)).

(6) It applies as if references to a body corporate were references to a relevant body.

9 A group is headed by whichever relevant body within the group is not a 51%
subsidiary of another relevant body within the group (and “head”, in relation to the
group, means that body).

“Qualifying group”

10 (1) A group is a “qualifying group” in any financial year if, at the end of the
previous financial year—

(a) in the case of a group other than an MNE Group, the group satisfied the
qualification test for such a group (subject to any regulations under
subparagraph (6)), or

(b) in the case of an MNE Group—

(1) there was a mandatory reporting requirement in respect of the group
under regulations made under section 122 of FA 2015 (country-
bycountry reporting), or

(ii) there would have been such a requirement if the head of the group
were resident in the United Kingdom for tax purposes.

(2) The qualification test for a group other than an MNE Group is that the group satisfied
either or both of the following conditions (by reference to the previous financial

year)

1. Group turnover More than £200
million
2. Group balance sheet total More than £2 billion.
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(3) In sub-paragraph (2)—
(a) “group turnover” means the aggregate turnover of the UK companies that
are members of the group at the end of the previous financial year, and

(b) “group balance sheet total”, means the aggregate balance sheet totals for all
those UK companies.

(4) Where the financial year of a UK company within in the group does not end on the
same day as the previous financial year of the head of the group, the figures from
the company that are to be included in the aggregate figures are those for the
company's financial year ending last before the end of the previous financial year of
the head of the group.

(5) For the purposes of assessing the turnover or balance sheet total of the group,
subparagraphs (3) and (4) apply as if a UK permanent establishment of a foreign
member of the group were a UK company and a member of the group.

(6) The Treasury may by regulations provide—

(a) that a group other than an MNE Group which is of a specified description is
not a qualifying group for the purposes, or any specified purpose, of this
Schedule, or

(b) that a relevant body, or a UK permanent establishment, of a specified
description is to be disregarded in determining whether the qualification test
is satisfied by a group other than an MNE Group;

and in this sub-paragraph “specified” means specified in the regulations.

(7) In this paragraph “financial year”, in relation to a group, means a financial year of
the head of the group.

“UK sub-group” and “head” (in relation to a UK sub-group)

11 (1) A “UK sub-group” consists of two or more relevant bodies that would be a UK
group, but for the fact that they are members of a larger group headed by a relevant
body incorporated outside the United Kingdom.

(2) A UK sub-group is headed by the company or other relevant body incorporated in
the United Kingdom that is not a 51% subsidiary of another member of the UK
subgroup (and “head”, in relation to the sub-group, means that company or body).

“UK partnership”, “qualifying partnership” and ‘“‘representative partner”

12 (1) “UK partnership” means a body of any of the following descriptions which is
carrying on a trade, business or profession with a view to profit— (a) a partnership
within the meaning of the Partnership Act 1890,

(b) a limited partnership registered under the Limited Partnerships Act 1907, or
(c) a limited liability partnership incorporated in the United Kingdom.
(2) A UK partnership is a “qualifying partnership” in a financial year, if it satisfied the

qualification test for a UK partnership at the end of the previous financial year
(subject to any regulations under sub-paragraph (4)).
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(3) The qualification test for a UK partnership is that the partnership satisfied either or
both of the following conditions (by reference to the previous financial year)—

1. The partnership's turnover More than £200 million

2. The partnership's balance sheet total More than £2 billion.

(4) The Treasury may by regulations provide that a UK partnership of a description
specified in the regulations is not a qualifying partnership for the purposes of this
Schedule (or any such purpose specified in the regulations).

(5) “Representative partner”, in relation to a UK partnership, means the partner who is
required by a notice served under or by virtue of section 12AA(2) or (3) of TMA
1970 to make and deliver returns to an officer of HMRC.

“Financial year”

13 “Financial year”—

(a) inrelation to a UK company, has the meaning given by the Companies Act
2006 (see section 390 of that Act),

(b) in relation to any other relevant body, means any period in respect of which
a profit and loss account for the body's undertaking is required to be made
up (whether by its constitution or by the law under which it is established),
whether that period is a year or not,

(c) in relation to a UK partnership, means any period of account for which its
representative partner has provided or is required to provide a partnership
statement under a return issued under section 12AB TMA 1970.

“Turnover” and “balance sheet total”

14 (1) “Turnover’—

(a) in relation to a UK company, has the same meaning as in Part 15 of the
Companies Act 2006 (see section 474 of that Act), and

(b) in relation to a UK partnership or a UK permanent establishment, has a
corresponding meaning.

(2) “Balance sheet total”, in relation to a UK company, UK partnership or UK
permanent establishment and a financial year, means the aggregate of the amounts
shown as assets in its balance sheet at the end of the financial year.

“UK taxation”

15 (1) “UK taxation” means —
(a) income tax,

(b)  corporation tax, including any amount assessable or chargeable as if it were
corporation tax or treated as if it were corporation tax,

(¢)  value added tax,
(d) amounts for which the company is accountable under PAYE regulations,
(e) diverted profits tax,
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(f)  insurance premium tax,

(g) annual tax on enveloped dwellings,
(h)  stamp duty land tax,

(i)  stamp duty reserve tax,

(j)  petroleum revenue tax;

(k)  customs duties,

(I)  excise duties,

(m) national insurance contributions.

(2) In relation to a tax strategy required to be published by Part 2, “UK taxation” refers
to the taxes or duties mentioned above so far as relating to or affecting the bodies or
body to which the required tax strategy relates.

PART 2

PUBLICATION OF TAX STRATEGIES

Qualifying UK groups: duty to publish a group tax strategy

16 (1) This paragraph applies in relation to a UK group which is a qualifying group in
any financial year (“the current financial year”).

(2) The head of the group must ensure that a group tax strategy for the group, containing
the information required by paragraph 17, is prepared and published on behalf of the
group in accordance with this paragraph.

(3) The group tax strategy—
(a) must be published before the end of the current financial year, and

(b) if the group was a qualifying group in the previous financial year, must not
be published more than 15 months after the day on which its previous group
tax strategy was published.

(4) The group tax strategy—

(a) must be published on the internet by any of the UK companies that are
members of the group so as to be accessible to the public free of charge
(whether or not it is also published in any other way), and

(b) may be published as a separate document or as a self-contained part of a
wider document.

(5) The head of the group must ensure that the group tax strategy published on the
internet remains accessible to the public free of charge—

(a) if a group tax strategy for the group's next financial year is required by this
paragraph to be published, until that tax strategy is published, or (b) if
paragraph (a) does not apply, for at least one year.

(6) For the purposes of this paragraph—

(a) a group tax strategy is published when it is first published on the internet as
mentioned in paragraph (4)(a),
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(b) the identity of the group is not to be regarded as altered by any change in its
membership during the current financial year resulting from a relevant body

(i) becoming a 51% subsidiary of a member of the group, or
(ii) ceasing to be a 51% subsidiary of another member of the group; and

(c) ifthe group becomes a UK sub-group of a foreign group during the current
financial year, it is to be treated for the rest of that year as if it were still a
UK group.

(7) In this paragraph and paragraph 17 “financial year”, in relation to a UK group, means
a financial year of the head of the group.

Content of group tax strategy

17 (1) A group tax strategy required to be published on behalf of a UK group by
paragraph 16 must set out—

(a) the approach of the group to risk management and governance arrangements
in relation to UK taxation,

(b) the attitude of the group towards tax planning (so far as affecting UK
taxation),

(c) the level of risk in relation to UK taxation that the group is prepared to
accept, and

(d) the approach of the group towards its dealings with HMRC.

(2) The group tax strategy may—

(a) include other information relating to taxation (whether UK taxation or
otherwise), and

(b) deal with a matter mentioned in sub-paragraph (1) by reference to the group
as a whole or to individual members of the group (or to both).

(3) The information required by sub-paragraph (1) to be included in the group tax
strategy does not include any information about activities of any member of the
group that consists of the provision of tax advice or related professional services to
persons who are not members of the group.

(4) The publication of information as the group tax strategy does not constitute
publication of the strategy for the purposes of paragraph 16 unless the UK company
publishing it makes clear (in a way that will be readily apparent to anyone accessing
the information online) that the company regards its publication as complying with
the duty under paragraph 16(2) in the current financial year.

(5) For the purposes of this paragraph a UK permanent establishment of a foreign
member of the group is to be treated as if it were a member of the group.

(6) The Treasury may by regulations require the group tax strategy to include a
countryby-country report.

(7) In this paragraph “country-by-country report” has the meaning given by the Taxes
(Base Erosion and Profit Shifting) (Country-by-Country Reporting) Regulations
2016.
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Penalty for non-compliance with paragraph 16

18 (1) This paragraph applies where paragraph 16 requires a group tax strategy to be
published for a UK group in any financial year of the head of the UK group.

(2) The head of the group is liable to a penalty of £7,500 if—
(a) there is a failure to publish a group tax strategy for the group that complies
with paragraph 16(2), or
(b) where a group tax strategy has been published, there is a failure to comply
with paragraph 16(5).

(3) Subject to sub-paragraph (5) the head of the group is only liable to one penalty by
virtue of sub-paragraph (2) in respect of a group tax strategy required for the
financial year in question.

(4) Sub-paragraph (5) applies where—

(a) the head of the group is liable to a penalty under this paragraph in respect of
a failure mentioned in sub-paragraph (2)(a), and

(b) no group tax strategy for the group that complies with paragraph 16(2)
(disregarding paragraph 16(3)) is published within the period of 6 months

after the last day on which the duty under paragraph 16(2) could have been
complied with.

(5) At the end of that period, the head of the group— (a) is liable to a further penalty
of £7,500, and

(b) where the failure mentioned in sub-paragraph (4)(b) continues, is liable to a
further penalty of £7,500 at the end of each subsequent month in which no
such group tax strategy is published.

UK sub-groups: duty to publish a sub-group tax strategy

19 (1) This paragraph applies to a UK sub-group of a foreign group if in any financial
year (“the current financial year”) the foreign group is a qualifying group.

(2) The head of the sub-group must ensure that a sub-group tax strategy for the
subgroup, giving the information required by paragraph 20, is prepared and
published in accordance with this paragraph.

(3) The sub-group tax strategy—
(a) must be published before the end of the current financial year, and

(b) if the group of which the sub-group is part was a qualifying group in the
previous financial year, must not be published more than 15 months after
the day on which its sub-group tax strategy for that year was published;

(4) The sub-group tax strategy—

(a) must be published on the internet by any of the UK companies that are
members of the foreign group so as to be accessible to the public free of
charge (whether or not it is also published in any other way), and

(b) may be published as a separate document or as a self-contained part of a
wider document.
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(5) The head of the sub-group must ensure that the sub-group tax strategy published on
the internet remains accessible to the public free of charge—

(a) if a sub-group tax strategy for the sub-group's next financial year is required
by this paragraph to be published, until that tax strategy is published, or (b)
if paragraph (a) does not apply, for at least one year.

(6) For the purposes of this paragraph—

(a) asub-group tax strategy is published when it is first published on the internet
as mentioned in sub-paragraph (4)(a),

(b) the identity of the sub-group is not affected by any change in its membership
in the current financial year resulting from a relevant body becoming or
ceasing to be a 51% subsidiary of a member of the sub-group, and

(c) if the sub-group becomes a UK sub-group of another foreign group during
the current financial year, for the rest of that year it is to be treated as if it
were still a UK sub-group of the original foreign group (but only a UK
company within the sub-group may publish a sub-group tax strategy for the
sub-group after that change).

(7) In this paragraph “financial year”, in relation to a UK sub-group, means a financial
year of the head of the group of which it is a sub-group.

Content of a sub-group tax strategy
20 (1) Paragraph 17 applies in relation to a sub-group tax strategy required to be

published on behalf of a UK sub-group by paragraph 19 as it applies to a group tax
strategy required to be published by a qualifying UK group.

(2) In the application of paragraph 17 to a sub-group tax strategy, references to the group
or members of the group are to be read as references to the UK sub-group or
members of the UK sub-group.

(3) In the application of paragraph 17 as modified by this paragraph to a sub-group tax
strategy, a UK permanent establishment of a foreign member of the UK sub-group
is to be treated as if it were a member of the sub-group.

Penalty for non-compliance with requirements of paragraph 19
21 (1) This paragraph applies where paragraph 19 requires a sub-group tax strategy to
be published for a UK sub-group in any financial year of the head of the sub-
group.
(2) The head of the sub-group is liable to a penalty of £7,500 if—

(a) there is a failure to publish a sub-group tax strategy for the sub-group that
complies with paragraph 19(2), or

(b) where a sub-group tax strategy has been published, there is a failure to
comply with paragraph 19(5).

(3) Subject to sub-paragraph (5), the head of the sub-group is only liable to one penalty
by virtue of sub-paragraph (2) in respect of a sub-group tax strategy required for the
financial year in question.

(4) Sub-paragraph (5) applies where—
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(a) the head of the sub-group is liable to a penalty under this paragraph in
respect of a failure mentioned in sub-paragraph (2)(a), and

(b) no sub-group tax strategy for the sub-group that complies with paragraph
19(2) (disregarding paragraph 19(3)) is published within the period of 6
months after the last day on which the duty under paragraph 19(2) could
have been complied with.

(5) At the end of that period, the head of the sub-group is liable—
(a) to a further penalty of £7,500, and
(b) where the failure mentioned in sub-paragraph (4)(b) continues, to a further

penalty of £7,500 at the end of each subsequent month in which no such
subgroup tax strategy is published.

Qualifying companies: duty to publish a company tax strategy

22 (1) This paragraph applies in relation to a UK company which in any financial year
(“the current financial year”) is a qualifying company.

(2) The company must prepare and publish a company tax strategy, containing the
information required by paragraph 23, in accordance with this paragraph.

(3) The duty under sub-paragraph (2) applies even if the company becomes a member
of'a UK group or a UK sub-group during the current financial year.

(4) The company tax strategy—

(a) must be published by the company before the end of the current financial
year, and

(b) if the company was a qualifying company in the previous financial year,
must not be published more than 15 months after the day on which its
company tax strategy was published in the previous financial year.

(5) The company tax strategy—

(a) must be published on the internet so as to be accessible to the public free of
charge (whether or not published in any other way), and

(b) may be published as a separate document or a self- contained part of a wider
document.

(6) The company must ensure that the company tax strategy published on the internet
remains accessible to the public free of charge—

(a) if a company tax strategy for the next financial year is required by this
paragraph to be published, until that tax strategy is published, or (b) if
paragraph (a) does not apply, for at least one year.

(7) For the purposes of this paragraph a company tax strategy is published when it is
first published as mentioned in sub-paragraph (5)(a).

(8) A UK permanent establishment which in any financial year is by virtue of paragraph
5(6) to be treated as a qualifying company is to be treated for the purposes of this
paragraph and paragraphs 23 and 24 as if it were a UK company which in that
financial year is a qualifying company.
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Content of a company tax strategy

23 (1) The company tax strategy must set out—

(a) the company's approach to risk management and governance arrangements
in relation to UK taxation,

(b) the company's attitude towards tax planning (so far as affecting UK
taxation),

(c) the level of risk in relation to UK taxation that the company is prepared to
accept,

(d) the company's approach towards its dealings with HMRC.

(2) The company tax strategy may include other information relating to taxation
(whether UK taxation or otherwise).

(3) The information required by sub-paragraph (1) to be included in a company tax
strategy does not include any information about activities of the company that
consist of the provision of tax advice or related professional services to other
persons.

(4) The publication of information as a company tax strategy does not constitute
publication of the strategy for the purposes of paragraph 22 unless the company
makes clear (in a way that will be readily apparent to anyone accessing the
information online) that the company regards its publication as complying with the
duty under paragraph 22(2) in the current financial year.

Penalty for non-compliance with paragraph 22
24 (1) This paragraph applies where paragraph 22 requires a company tax strategy to
be published for a UK company in any financial year.
(2) The company is liable to a penalty of £7,500 if—

(a) there is a failure to publish a company tax strategy for the company that
complies with paragraph 22(2), or

(b) where a company tax strategy has been published, there is a failure to
comply with paragraph 22(6).

(3) Subject to sub-paragraph (5), the company is only liable to one penalty by virtue of
sub-paragraph (2) in respect of a company tax strategy required for the financial year
in question.

(4) Sub-paragraph (5) applies where—
(a) apenalty is imposed under this paragraph in respect of a failure mentioned
in sub-paragraph (2)(a), and
(b) no company tax strategy that complies with paragraph 22(2) (disregarding
paragraph 22(4)) is published within the period of 6 months after the last

day on which the duty under paragraph 22(2) could have been complied
with.,

(5) At the end of that period, the company is liable—
(a) to a further penalty of £7,500, and
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(b) where the failure mentioned in sub-paragraph (4)(b) continues, to a further
penalty of £7,500 at the end of each subsequent month in which no such
company tax strategy is published.

Qualifying partnerships: duty to publish a partnership tax strategy

25 (1) Paragraphs 22 to 24 apply in relation to a UK partnership which is (in any
financial year of the partnership) a qualifying partnership as they apply to a UK
company which is (in any financial year of the company) a qualifying company.

(2) Those paragraphs have effect in their application to a qualifying partnership—
(a) with the omission of paragraph 22(3) and (8),
(b) as if for “company tax strategy” (in each place) there were substituted
partnership tax strategy ”, and

1,9

(c) asif for “company” and “company's” (in each place) there were substituted
respectively “ partnership ” and “partnership's”.

Penalties under this Part: general provisions

26 (1) Paragraphs 27 to 33 apply in relation to the liability of any person to a penalty
under this Part and, accordingly, in those paragraphs—

“failure”, in relation to a liability for a penalty, means a failure which
could give rise to that liability,
“liability to a penalty” means a liability under paragraph 18, 21 or 24
(including paragraph 24 as applied to a qualifying UK partnership), and
“penalty” means a penalty under any of those paragraphs.

(2) In those paragraphs “tribunal” means the First-tier Tribunal or, where determined by
or under the Tribunal Procedure Rules, the Upper Tribunal.

Failure to comply with a time limit
27 A failure to do anything required by this Part to be done within a limited period of

time goes not give rise to liability to a penalty if it is done within such further time
(if any) as an officer of Revenue and Customs may have allowed.

Reasonable excuse

28 (1) Liability to a penalty for a failure does not arise if the person who would
otherwise be liable to that penalty satisfies HMRC or (on an appeal notified to the
tribunal) the tribunal that the person had a reasonable excuse for that failure.

(2) For the purposes of this paragraph—

(a) an insufficiency of funds is not a reasonable excuse unless attributable to
events outside the person's control,

(b) where the person relies on another person to do anything, that cannot be a
reasonable excuse—

(1) unless the first person took reasonable care to avoid the failure, or

(i1) if the first person is a UK group or UK sub-group, where the person
relied on is another member of the group or sub-group,
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(c) where the person had a reasonable excuse but the excuse has ceased, the
person is to be treated as having continued to have the excuse if the failure
is remedied without unreasonable delay after the excuse ceased.

Assessment of penalties

29 (1) Where a person becomes liable to a penalty—
(a) HMRC may assess the penalty, and
(b) if they do so, HMRC must notify the person of the assessment.

(2) An assessment of a penalty may not be made—

(a) more than 6 months after the failure first comes to the attention of an officer
of Revenue and Customs, or

(b) more than 6 years after the end of the financial year in which the tax strategy
to which the failure relates was (or was originally) required to be
published.

Appeal

30 (1) A person may appeal against a decision of HMRC that a penalty is payable by
that person.

(2) Notice of an appeal must be given—
(a) in writing,
(b) before the end of the period of 30 days beginning with the date on which the
notification under paragraph 29(1)(b) was issued,

(3) Notice of an appeal must state the grounds of appeal.

(4) On an appeal that is notified to the tribunal, the tribunal may confirm or cancel the
decision.

(5) Subject to this paragraph and paragraph 31, the provisions of Part 5 of TMA 1970
relating to appeals have effect in relation to appeals under this Schedule as they have
effect in relation to an appeal against an assessment to income tax.

Enforcement

31 (1) A penalty must be paid—
(a) Dbefore the end of the period of 30 days beginning with the date on which the
notification under paragraph 29(1)(b) was issued, or

(b) ifanotice of appeal is given, before the end of 30 days beginning with the
day on which the appeal is determined or withdrawn.

(2) A penalty may be enforced as if it were corporation tax charged in an assessment
and due and payable.

Power to change amount of penalties

32 (1) If it appears to the Treasury that there has been a change in the value of money
since the last relevant date, they may by regulations substitute for any sums for the
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time being specified in paragraph 18, 21 or 24 such other sum as appear to them to
be justified by the change.

(2) In sub-paragraph (1) “relevant date” means— (a) the date on which this Act
is passed, and

(b) each date on which the power conferred by that sub-paragraph has been
exercised.

(3) Regulations under this paragraph do not apply to a failure that occurs in respect of a
financial year (of the body or partnership responsible for the failure) that begins
before the date on which they come into force.

Application of provisions of TMA 1970
33 Subject to the provisions of this Part, the following provisions of TMA 1970 apply
for the purposes of this Part as they apply for the purposes of the Taxes Acts—
(a) section 108 (responsibility of company officers),
(b) section 114 (want of form), and
(c) section 115 (delivery and service of documents).

Meaning of “tax strategy”

34 In this Part “tax strategy” means—
(a) a group tax strategy (see paragraphs 16 to 18),
(b) a sub-group tax strategy (see paragraphs 19 to 21), (c) a

company tax strategy (see paragraphs 22 to 24), or (d) a
partnership tax strategy (see paragraph 25).

PART 3

SANCTIONS FOR PERSISTENTLY UNCO-OPERATIVE LARGE BUSINESSES

Large groups falling within Part 3

35 A UK group falls within this Part of this Schedule (“this Part”) if—
(a) the group has persistently engaged in unco-operative behaviour (see
paragraphs 36 to 38),

(b) some or all of the unco-operative behaviour has caused there to be, or
contributed to there being, two or more significant tax issues in respect of

the group or members of the group which are unresolved (see paragraph
39), and

(c) there is a reasonable likelihood of further instances of the group engaging
in unco-operative behaviour in a manner which causes there to be, or
contributes to there being, significant tax issues in respect of the group or
members of the group.

36 (1) A UK group has “engaged in unco-operative behaviour” if—
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(a) amember of the group has satisfied either or both of the conditions listed in
sub-paragraph (2), or

(b) two or more of the members of the group, taken together, have satisfied
either or both of those conditions.

(2) Those conditions are—
(a) the behaviour condition (see paragraph 37); (b) the arrangements
condition (see paragraph 38).

(3) A UK group has engaged in unco-operative behaviour “persistently” if—
(a) amember of the group has done so persistently, or

(b) two or more members of the group, taken together, have done so
persistently.

(4) References in this Part to doing something “persistently” include doing it on a
sufficient number of occasions for it to be clear that it represents a pattern of
behaviour.

37 (1) A member of a UK group has, or two or more members of a UK group (taken
together) have, “satisfied the behaviour condition” if it has, or they have, behaved
in a manner which has delayed or otherwise hindered HMRC in the exercise of
their functions in connection with determining the liability to UK taxation of the
group or a member of the group.

(2) Factors which may indicate that a member of a UK group has behaved as described
in sub-paragraph (1) include—
(a) the extent to which HMRC have used statutory powers to obtain information
relating to the UK group or members of the group;
(b) the reasons why those powers have been used;

(c) the number and seriousness of inaccuracies in, and omissions from,
documents given to HMRC by or on behalf of the UK group or members of
the group;

(d) the extent to which, in dealings with HMRC, members of the group (or
people acting on their behalf) have relied on interpretations of legislation
relating to UK taxation which, at the time, are speculative.

(3) An interpretation of legislation relating to UK taxation is “speculative” if it is likely
that a court or tribunal would disagree with it.

38 (1) A member of a UK group has “satisfied the arrangements condition” if it is a
party to a tax avoidance scheme.

(2) “Tax avoidance scheme” means—

(a) arrangements in respect of which a notice of final decision has been given
under—

(1) paragraph 12 of Schedule 43 to FA 2013,
(i1) paragraph 5 or 6 of Schedule 43A to FA 2013, or

(ii1) paragraph 9 of Schedule 43B to FA 2013, stating that a tax
advantage arising from the arrangements is to be counteracted;

(b) arrangements which are notifiable arrangements for the purposes of Part 7
of FA 2004 (disclosure of tax avoidance schemes), other than arrangements
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in relation to which HMRC have given notice under section 312(6) of FA
2004 (notice that promoters not under duty to provide clients with prescribed
information);

(¢) ascheme which is a notifiable scheme for the purposes of Schedule 11A to
VATA 1994 (disclosure of avoidance schemes).

39 (1) There is a significant tax issue in respect of a UK group or a member of a UK
group
where—
(a) there is a disagreement between HMRC and a member of the group about
an issue affecting the amount of the liability of the group or a member of the
group to UK taxation,

(b) the issue has been, or could be, referred to a court or tribunal to determine,
and

(c) asregards the amount of the liability, the difference between HMRC's view
and the view of the member is, or is likely to be, not less than £2 million.

(2) The reference in sub-paragraph (1)(a) to circumstances in which there is a
disagreement include circumstances in which there is a reasonable likelihood of a
disagreement.

(3) The Treasury may by regulations substitute a higher amount for the amount for the
time being specified in sub-paragraph (1)(c).

40 The references in paragraphs 36 to 39 to things done by a member of a UK group
(“the group in question”)—
(a) include acts and omissions of a relevant body that is not a member of the
group in question if they took place at a time when the relevant body was
a member of a group headed by the body that is the head of the group in
question;

(b) do not include acts or omissions of a relevant body that is a member of the
group in question if they took place at a time when the relevant body was
not a member of a group headed by the body that is the head of the group
in question.

Warning notices
41 (1) A designated HMRC officer may give the head of a UK group a notice under

this paragraph (a “warning notice”) if the officer considers that the group is a
qualifying group that falls within this Part.

(2) The notice must set out the reasons why the officer considers that the group falls
within this Part.

(3) The notice—

(a) may be withdrawn by a designated HMRC officer at any time by giving a
further notice to the head of the group, and

(b) expires (if not previously withdrawn) at the end of the period of 15 months
beginning with the day on which it was given.

(4) Once a warning notice has been given —

(a) it is immaterial for the purposes of this Part whether the group remains a
qualifying group,
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(b) the identity of the group is not to be regarded as altered by any change in its
membership resulting from a relevant body—

(i) becoming a 51% subsidiary of a member of the group, or
(ii) ceasing to be a 51% subsidiary of another member of the group;
and

(c) if the group becomes a UK sub-group of a foreign group it is to be treated
as if it were still a UK group.

Sub-paragraph (4) applies while the group is subject to—
(a) the warning notice, or

(b) any other notice under this Part issued as a result of the group having been
given the warning notice.

Special measures notices

(1) This paragraph applies to a UK group if—

(a) the head of the group has been given a warning notice in relation to the
group that has not been withdrawn,

(b) the period of 12 months beginning with the day on which the warning notice
was given has elapsed, and

(c) the period of 15 months beginning with that day has not elapsed.

If a designated HMRC officer considers that the group falls within this Part, the
officer may give the head of the group a notice under this paragraph (a “special
measures notice”).

When considering whether the group falls within this Part, the officer may take into
account any relevant behaviour, whether or not it is mentioned in the warning
notice.

When deciding whether to give a special measures notice, the designated HMRC
officer must consider any representations made by a member of the group before
the end of the period of 12 months beginning with the day on which the warning
notice was given.

The special measures notice must set out the reasons why the officer considers that
the group falls within this Part.

Paragraph 45 deals with other circumstances in which a UK group may be given a
special measures notice.
(1) A special measures notice—

(a) may be withdrawn by a designated HMRC officer at any time by giving a
further notice to the head of the UK group, and

(b) expires, if not previously withdrawn, at the end of the period of 27 months
beginning with the relevant day.
“The relevant day” means the later of—
(a) the day on which the special measures notice was given, and (b) the
day on which it was last confirmed under paragraph 44.

(1) This paragraph applies to a UK group if—
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(a) the head of the group has been given a special measures notice in relation to
the group which has not been withdrawn,

(b) the period of 24 months beginning with the relevant day has elapsed, and
(c)  the period of 27 months beginning with that day has not elapsed.

(2) If a designated HMRC officer considers that the group falls within this Part, the
officer may give the head of the group a notice under this paragraph (a
“confirmation notice”) confirming the special measures notice given in relation to
the group.

(3) When considering whether the group falls within this Part, the officer may take into
account any relevant behaviour, whether or not it is mentioned in the special
measures notice which is to be confirmed, in any previous confirmation notice or
in the warning notice.

(4) “The relevant day” has the same meaning as in paragraph 43(2).

(5) The confirmation notice must set out the reasons why the officer considers that the
group falls within this Part.

(6) When deciding whether to give a confirmation notice, a designated HMRC officer
must consider any representations made by a member of the group before the end
of the period of 24 months beginning with the relevant day.

(7) A confirmation notice—

(a) may be withdrawn by a designated HMRC officer at any time by giving a
further notice to the head of the group, and

(b) expires, if not previously withdrawn, at the end of the period of 27 months
beginning with the day on which it is given.

45 (1) This paragraph applies in relation to a UK group where—

(a) the head of the group has been given a warning notice or a special measures
notice in relation to the group, and (b) that notice has expired.

(2) A designated HMRC officer may give the head of a UK group a special measures
notice if—

(a) it appears to the officer that—

(1) during the period of 6 months beginning with the day on which the
notice mentioned in sub-paragraph (1)(a) expired (“the expiry
day”), the group has engaged in unco-operative behaviour (see
paragraphs 36 to 38), and

(i) there is a reasonable likelihood that, if it had engaged in the
behaviour before the notice expired, a designated HMRC officer
would have considered that the group fell within this Part (so that a
special measures notice or confirmation notice could have been
given to the head of the group),

(b) during the period of 7 months beginning with the expiry day, a designated
HMRC officer has notified the head of the group that the power under this
paragraph may be exercised in relation to the group, and

(c) the period of 9 months beginning with that day has not elapsed.



Finance Act 2016 (c. 24) 19
SCHEDULE 19 — Large businesses: tax strategies and sanctions

DULMI’IKIH UK”C’ulKu’. ql’)"l]}'ll}n‘ll}-'
Changes to legislation: Finance Act 2016, SCHEDULE 19 is up to date with all changes known to be in force on or before
07 September 2020. There are changes that may be brought into force at a future date. Changes that have been made

appea orte ana ar e ericed Wit a Otatiorns. T Of DJocuime oraeta ewW onulsStanaing ange

(3) When deciding whether to give a special measures notice under this paragraph, the
officer must consider any representations made by a member of the group before
the end of the period of 8 months beginning with the expiry day.

Circumstances in which warning and special
measures notices are treated as having been given

46 (1) Sub-paragraphs (2) and (3) apply where—
(a) arelevant body (“B1”) is given a warning notice, and

(b) before the notice ceases to have effect, Bl becomes a member of a group
headed by another relevant body ( “ H1 ”).

(2) H1 is to be treated as having been given a warning notice on the day on which the
warning notice was given to B1.

(3) A warning notice treated as given under sub-paragraph (2) is valid whether or not,
on the day mentioned in that sub-paragraph, H1 was the head of a qualifying UK
group that fell within this Part.

(4) Sub-paragraphs (5) to (7) apply where—
(a) arelevant body (“B2”) is given a special measures notice, and

(b) Dbefore the notice ceases to have effect, B2 becomes a member of a group
headed by another relevant body ( “ H2 ”).

(5) H2 is to be treated as having been given a special measures notice on the day on
which the special measures notice was given to B2.

(6) A special measures notice treated as given under sub-paragraph (5) is valid whether
or not, on the day mentioned in that sub-paragraph, H2 was the head of a qualifying
UK group that fell within this Part.

(7) Paragraph 47(1) does not by virtue of sub-paragraphs (5) and (6) of this paragraph
apply to an inaccuracy in a document given to HMRC by or on behalf of a person

(a) ata time when the person was a member of a group headed by H2, but (b)
before the day B2 becomes a member of H2.

(8) Sub-paragraphs (9) and (10) apply where—
(a) arelevant body (“B3”) is given a confirmation notice, and

(b) Dbefore the notice ceases to have effect, B3 becomes a member of a group
headed by another relevant body ( ““ H3 ”).

(9) H3is to be treated as having been given a confirmation notice on the day on which
the confirmation notice was given to B3.

(10) A confirmation notice treated as given under sub-paragraph (9) is valid whether or
not, on the day mentioned in that sub-paragraph, H3 was the head of a qualifying
UK group that fell within this Part.

(11) The Treasury may by regulations make provision for warning notices, special
measures notices and confirmation notices to be treated as having been given to
relevant bodies in other circumstances described in the regulations.
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(12) Regulations under this paragraph may, in particular—

(a) make provision about the validity of notices treated as given by virtue of the
regulations;

(b) make provision about the effect of paragraph 47(1) in cases involving such
notices.

Sanctions: liability for penalties for errors in documents given to HMRC

47 (1) For the purposes of Schedule 24 to FA 2007 (penalties for errors), an inaccuracy
in a document given to HMRC by or on behalf of a person is to be treated as being
due to failure by the person to take reasonable care if—

(a) the document was given to HMRC at a time when the person was a member
of a group subject to a special measures notice, and (b) the inaccuracy—

(1) relates to a tax avoidance scheme (as defined in paragraph 38)
entered into by the person at a time when the person was a member
of a group subject to a special measures notice, or

(ii) is, entirely or partly, attributable to an interpretation of legislation
relating to UK taxation which, at the time the document was given
to HMRC, was speculative.

(2) A group is “subject to a special measures notice” if a special measures notice—
(a) has been given to the head of the group in relation to the group, and (b) is

in force.

(3) An interpretation of legislation relating to UK taxation is “speculative” if it is likely
that a court or tribunal would disagree with it.

(4) Sub-paragraph (1) does not apply to an inaccuracy if—

(a) it is deliberate on the part of the person or someone acting on the person's
behalf,

(b) itisin fact due to a failure by the person or someone acting on the person's
behalf to take reasonable care, or

(c) itistreated as due to such a failure by virtue of another enactment.

48 In Schedule 24 to FA 2007 (penalties for errors), at the end of paragraph 3 (meaning
of “careless” etc) insert—

“(3) Paragraph 47 of Schedule 19 to FA 2016 (special measures for
persistently unco-operative large businesses) provides for certain
inaccuracies to be treated, for the purposes of this Schedule, as being due
to a failure by P to take reasonable care.”

Sanctions: Commissioners publishing information
49 (1) If a group is subject to a confirmed special measures notice, the Commissioners

for Her Majesty's Revenue and Customs (“the Commissioners”) may publish the
following information—

(a) the name of the group, including any previous name;
(b) the address or registered office of the head of the group;

(c) any other information that the Commissioners consider it appropriate to
publish in order to identify the group;



Finance Act 2016 (c. 24) 21
SCHEDULE 19 — Large businesses: tax strategies and sanctions

DULMI’IKIH UK”C’ulKu’. ql’)"l]}'ll}n‘ll}-'
Changes to legislation: Finance Act 2016, SCHEDULE 19 is up to date with all changes known to be in force on or before
07 September 2020. There are changes that may be brought into force at a future date. Changes that have been made

appea orte ana ar e ericed Wit a Otatiorns. T Of DJocuime oraeta ewW onulsStanaing ange

(d) the fact that the group is subject to a confirmed special measures notice.

(2) A group is “subject to a confirmed special measures notice” if sub-paragraph (3) or
(4) is satisfied.

(3) This sub-paragraph is satisfied if—
(a) a special measures notice has been given to the head of the group and
confirmed under paragraph 44, and

(b) the special measures notice is in force.

(4) This sub-paragraph is satisfied if—
(a) a special measures notice has been given to the head of the group and
confirmed under paragraph 44,
(b) that notice has ceased to have effect,

(c) a further special measures notice has been given to the head of the group
under paragraph 45 in the period of 9 months beginning with the day on
which the special measures notice mentioned in paragraph (a) ceased to have
effect, and

(d) that notice is in force.

(5) Before publishing the information, the Commissioners must—
(a) inform the head of the group that they are considering doing so, and

(b) allow the head of the group a reasonable opportunity to make
representations about whether the information should be published.

(6) If, after information about a group is published under this paragraph, the group
ceases to be subject to a confirmed special measures notice, the Commissioners
must publish a notice stating that the group is no longer subject to a confirmed
special measures notice.

(7) A notice under sub-paragraph (6) must be published before the end of the period of
30 days beginning with the day on which the special measures notice is withdrawn
or has expired.

(8) The Commissioners may publish information and notices under this paragraph in
any manner they consider appropriate.

Application of Part 3 to large UK sub-groups

50 (1) A UK sub-group of a foreign group falls within this Part if—
(a) the sub-group has persistently engaged in unco-operative behaviour (see
paragraphs 36 to 38),

(b) some or all of the unco-operative behaviour has caused there to be, or
contributed to there being, two or more significant tax issues in respect of
the sub-group or members of the sub-group which are unresolved (see
paragraph 39), and

(c) there is a reasonable likelihood of further instances of the sub-group
engaging in unco-operative behaviour in a manner which causes there to be,
or contributes to there being, significant tax issues in respect of the subgroup
or members of the sub-group.
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(2) Paragraphs 36 to 40 apply in relation to a UK sub-group as they apply in relation
to a UK group.

(3) Paragraphs 41 to 45 apply in relation to the head of a UK sub-group of a foreign
group that is a qualifying group at the material time as they apply in relation to the
head of a UK group.

(4) In the application of paragraph 41 in the case of a UK sub-group, sub-paragraph
(4) has effect in relation to a UK sub-group as if for paragraphs (b) and (c) there
were substituted—

“(b) the identity of the sub-group is not to be regarded as altered by any
change in its membership resulting from a relevant body—

(i) becoming a 51% subsidiary of a member of the sub-group,
or

(i1) ceasing to be a 51% subsidiary of another member of the
sub- group; and

(c) if the sub-group becomes a UK sub-group of another foreign group, it
is to be treated as if it were still a UK sub-group of the original
foreign group.”

(5) As applied by this paragraph, paragraphs 36 to 45 have effect as if references to a
UK group (including in references to the head of a UK group or members of a UK
group) were references to a UK sub-group.

(6) In paragraphs 40, 41, 46, 47 and 49, references to a group (including in references
to the head of a group or members of a group) include a UK sub-group.

(7) In paragraph 46, references to the head of a UK group include the head of a UK
subgroup.

Application of Part 3 to large companies

51 (1) A UK company falls within this Part if—

(a) the company has persistently engaged in unco-operative behaviour (see
paragraphs 36 to 38),

(b) some or all of the unco-operative behaviour has caused there to be, or
contributed to there being, two or more significant tax issues in respect of
the company which are unresolved (see paragraph 39), and

(c) there is a reasonable likelihood of further instances of the company engaging
in unco-operative behaviour in a manner which causes there to be, or
contributes to there being, significant tax issues in respect of the company.

(2) Paragraphs 36 to 39 apply in relation to a company as they apply in relation to a
UK group.

(3) Paragraphs 41 to 45 apply in relation to a company as they apply in relation to the
head of a UK group.

(4) As applied by this paragraph, paragraphs 36 to 39 and 41 to 45 have effect as if
references to a UK group, the head of a UK group or a member of a UK group were
references to a company.
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(5) Paragraph 47 applies in relation to a company as it applies in relation to a member
of a group.

(6) Paragraph 49 applies in relation to a company as it applies in relation to a group.

(7) As applied by this paragraph, paragraphs 47 and 49 have effect as if references to
a group, the head of a group or a member of a group were references to a
company.

Application of Part 3 to large partnerships

52 (1) A UK partnership falls within this Part if—
(a) the partnership has persistently engaged in unco-operative behaviour (see
paragraphs 36 to 38),

(b) some or all of the unco-operative behaviour has caused there to be, or
contributed to there being, two or more significant tax issues in respect of
the partnership which are unresolved (see paragraph 39), and

(c) there is a reasonable likelihood of further instances of the partnership
engaging in unco-operative behaviour in a manner which causes there to be,
or contributes to there being, significant tax issues in respect of the
partnership.

(2) Paragraphs 36 to 39 of this Schedule apply in relation to a UK partnership as they
apply in relation to a UK group.

(3) Paragraphs 41 to 45 of this Schedule apply in relation to the representative partner
of a UK partnership as they apply in relation to the head of a UK group.

(4) As applied by this paragraph, paragraphs 36 to 39 and 41 to 45 have effect as if—
(a) references to a UK group were references to a UK partnership;

(b) references to the head of a UK group were references to the representative
partner of a UK partnership;

(c) references to a member of a UK group were references to a partner of a UK
partnership, acting in the person's capacity as such.

(5) The Treasury may by regulations make provision for warning notices, special
measures notices and confirmation notices to be treated as having been given to the
representative partner of a UK partnership in circumstances described in the
regulations.

(6) Paragraph 46(12) applies to regulations under this paragraph.

(7) Paragraph 47 applies in relation to an inaccuracy in a document given to HMRC
by a partner of a UK partnership, acting in the person's capacity as such, as if—

(a) references to a group were references to a partnership;

(b) references to the head of a group were references to the representative
partner of a partnership;

(c) references to a member of a group were references to a partner of a
partnership.

(8) Paragraph 47 applies in relation to an inaccuracy in any other document given to
HMRC on behalf of a UK partnership as if—
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(a) references to a person included a UK partnership;

(b) references to a group, or a member of a group, were references to a UK
partnership;

(c) references to the head of a group were references to the representative
partner of a UK partnership.

(9) Paragraph 49 applies in relation to a UK partnership as it applies in relation to a
group.

(10) As applied by this paragraph, paragraph 49 has effect as if— (a) references
to a group were references to a UK partnership;

(b) references to the head of a group were references to the representative partner
of a UK partnership.

Meaning of “designated HMRC officer”

53 In this Part “designated HMRC officer” means an officer of Revenue and Customs
who has been designated by the Commissioners for Her Majesty's Revenue and
Customs for the purposes of this Part.

PART 4

SUPPLEMENTARY

Amendment of power under section 122 of FA 2015

54 The power to make regulations under section 122(6)(c) of FA 2015 (country-
bycountry reporting: incidental etc provision that may be included in regulations)
includes power to amend paragraph 7 above.

Regulations

55 (1) Regulations under this Schedule are to be made by statutory instrument.

(2) A statutory instrument containing regulations under this Schedule is subject to
annulment in pursuance of a resolution of the House of Commons.

TERMS DEFINED FOR PURPOSES OF MORE
THAN ONE PARAGRAPH OF THIS SCHEDULE

Term Paragraph
balance sheet total paragraph 14(2)
confirmation notice (in Part 3) paragraph 44 designated HMRC

officer (in Part 3) paragraph 53 engaged in unco-operative
behaviour (in Part 3) paragraph 36
failure (in paragraphs 27 to 33) paragraph 26(1)



Finance Act 2016 (c. 24) 25
SCHEDULE 19 — Large businesses: tax strategies and sanctions

DULMI’IKIH UK”C’ulKu’. ql’)"l]}'ll}n‘ll}-'
Changes to legislation: Finance Act 2016, SCHEDULE 19 is up to date with all changes known to be in force on or before
07 September 2020. There are changes that may be brought into force at a future date. Changes that have been made

appea orte ana ar e ericed Wit a O1atIors.

T Of DJocuime oraeta ewW onulsStanaing ange

financial year (in relation to a UK group) (in paragraph 16(7)

paragraphs 16 and 17)

foreign (in relation to a relevant body)
foreign (in relation to a group)

group

group other than an MNE Group

head (in relation to a group)

head (in relation to a UK sub-group)
“liability to a penalty” (in paragraphs 27 to 33)
MNE Group

member (in relation to a group)

penalty (in paragraphs 27 to 33)

qualifying company

qualifying group

qualifying UK partnership

relevant body

representative partner

satisfied the arrangements condition (in Part 3)
satisfied the behaviour condition (in Part 3)
special measures notice

tax strategy (in Part 2)

tribunal (in paragraphs 27 to 33)

turnover

UK company

UK group

UK partnership

UK permanent establishment

UK sub-group

UK taxation

paragraph 2(2)
paragraph 6(3)
paragraph 6(1)
paragraph 8
paragraph 9
paragraph 11(2)
paragraph 26(1)
paragraph 7(1)
paragraph 8(2) and (3)
paragraph 26(1)
paragraph 5
paragraph 10
paragraph 12(2)
paragraph 2(1)
paragraph 12(5)
paragraph 38
paragraph 37
paragraphs 42 and 45
paragraph 34
paragraph 26(2)
paragraph 14(1)
paragraph 3
paragraph 6(2)
paragraph 12(1)
paragraph 4(1)
paragraph 11(1)
paragraph 15
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A FORMAL REQUIREMENT IN THE UK

The 2016 Finance Act became law in September
2016. It included a requirement for certain
businesses to publish online their tax strategy as
it relates to UK taxation.

For many organisations who are newly caught by
the legislation, this may seem a daunting task.
It doesn't need to be.

If approached pragmatically, this is an opportunity
to demonstrate responsible tax behaviours and
articulate the value that tax operations provide

to the business.

WHAT IS THE REQUIREMENT?

A legal requirement to publish your tax strategy online as it relates
to UK taxation. For most organisations, this is typically a set of tax
principles or short statements which needs to cover at least four
main elements (see below).

It must be published ‘on the internet’. In most cases, this is either
a separate document or as part of existing CSR statements. Some
may choose to publish it within their annual financial statements.

WHO IS AFFECTED?

Over 2000 organisations with operations in the UK are impacted.
These are:

+  AllUK companies with UK turnover of more than £200m and/or
balance sheet total of more than £2bn in the last financial year.

+ UK partnerships and LLPs that meet this same test.

+  AllLUK companies that are members of a group (including
groups with a non-UK topco) with aggregate UK turnover and/
or balance sheet total that meet the same qualifying test above.

+  All multinational groups that meet the OECD definition of a
MNE, namely annual global consolidated turnover of more
than €750m and are subject to country-by-country reporting
requirements in the UK (or would be if their head of group
were tax resident in the UK).

Therefore, many overseas head-quartered groups with limited
operations in the UK must apply these rules.

WHEN DOES THIS HAVE TO BE DONE?
The Tax Strategy must be published by the end of its financial period.

Once published, there is also an annual requirement to re-publish
your tax strategy within 15 months from the date of previous
publication (or the end of the subsequent financial period -
whichever is the soonest).

SANCTIONS

There is an initial penalty for non-compliance of £7,500, and further
penalties for continued non-compliance.

There is clear overlap with the existing Senior Accounting Officer
regime and HMRC's Business Risk Review, especially in relation to
demonstrating tax governance and risk management.

THE FINANCE ACT 2016 REQUIRES THE PUBLISHED TAX STRATEGY TO COVER THE FOUR MAIN ELEMENTS LISTED

BELOW. EXAMPLES OF GOOD PRACTICE IN ALREADY PUBLISHED TAX STRATEGIES INCLUDES THE OTHER ELEMENTS.

071 The approach of the group to risk management and governance arrangements in relation to UK taxation
02 The attitude of the group towards tax planning (so far as affecting UK taxation)

03 The level of risk in relation to UK taxation that the group is prepared to accept

04 The approach of the group towards its dealings with HMRC

05 Introductory comments such as the wider business context, alignment to wider CSR initiatives, Board

involvement in tax etc

06 Other elements, such as approach to tax compliance and reporting, adherence to other tax transparency
initiatives, comments in relation to specific tax matters like transfer pricing.

REQUIRED <~

REQUIRED <~

REQUIRED <~

REQUIRED <~

GOOD &
PRACTICE

GOOD &
PRACTICE







WHAT ARE OTHERS DOING?

In our experience, most organisations are publishing a short

standalone document consisting of a set of tax principles covering

the key elements. Typically, this is supported by introductory
statements about their approach to tax more generally (eg,
adherence with tax laws, commitment to 100% tax compliance,

approach to CCO etc).

The development of the tax strategy tends to be the
responsibility of Tax or Finance teams with input from
stakeholders such as Investor Relations, Risk and CSR as
appropriate. Once completed, the document is approved by the
Board or senior management in readiness for publication.

10 QUESTIONS TO BEGIN THINKING ABOUT

01 Isthere any existing external tax commentary and/or internal tax
policies or procedures that will support the development of your

tax strategy?

02 Canyou ‘borrow’ from other CSR statements within

your organisation?

03 Where on your internet site will you publish the tax strategy?

04 Who will take ownership of its development and sign-off?

05 Whatis your existing tax profile —eg, what do HMRC and other tax
authorities already know about you, and will your published tax
strategy reflect this? What about your media tax profile? Are you
concerned about issues such as Panama Papers?

HELP WHEN YOU NEED IT-WORKING IN PRACTICE

ASSESS

IMPACT

Determine whether you
are affected by the tax
strategy legislation.

Consider the impact of other
tax transparency initiatives
such as BEPS.

What is your media tax profile.
How should you respond to this?

If brand is important, ask
whether you should publish tax
statements even if not caught
by the legislation.

Look at what your peers are
doing. How do you benchmark?

GET
READY

Give yourself time to develop
your tax strategy.

Review existing guidance and
published examples. Benchmark
to your peers, seek support and
align to group CSR statements.

Involve relevant stakeholders
in your business eg, CSR /
Investor Relations before
seeking approval from
senior management.

At BDO, our team has supported
many organisations that

have already published their

tax strategy or are about to.

We have a large number of
examples for you to review

and benchmark.

Having a standalone tax strategy is not enough. You will need to
demonstrate that the strategy is integral to the way your business
operates and embedded in your daily operations. Organisations we
are working with are making sure their tax strategy is supported by
documented tax policies and procedures that define how tax operates
in their organisation. For many, this provides a valuable opportunity to
redefine the mandate of the tax team in their business.

An organisation that is not able to substantiate the claims relating
to risk management and governance made in its tax strategy will
risk damage to its relationship with HMRC as well as potentially
harming its external tax profile.

06 Willyou need to review your approach to tax planning as a result
of statements you make in the tax strategy (eg, in relation to
risk appetite)?

07 Itisimportant that the tax strategy reflects actual tax behaviours and
can be readily evidenced. Do you have the evidence and underlying
documented processes to support this?

08 Ifbrand and reputation are important to you, is this an opportunity
to raise your profile further by demonstrating tax responsibility?

Do you have a global tax policy that would also be relevant for the
09
UK? If not, is there value in developing this?

10 What are your peers doing?

PREPARE FOR } PUBLISH

CHALLENGE

Present and seek approval of
your tax strategy to the board/
senior management.

Itis important statements in
your tax strategy reflect your
actual tax operations!

Ensure you have sufficient Share with HMRC to
documented tax policies and demonstrate transparency and
procedures to support the tax responsibility.

statements made. X
Prepare a Q&A and supporting

commentary and references for
statements made.

For example, what evidence

is there to demonstrate your
published approach to tax
planning and the level of risk you
are prepared to accept.

Publish your tax strategy
with confidence.

Is this a chance for you to
redefine the mandate of tax to
senior management and ‘train-
up' the rest of the business on
how to manage tax issues?
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