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Taxing Engagements:
PIRC’s Expectations and
Voting Policies for Fair Tax
In December 2021, PIRC launched a new collaborative investor initiative on
responsible tax in collaboration with the Centre for Corporate Tax Acountability and Research (CICTAR). The initiative will facilitate active, collaborative
engagements with multinationals on tax transparency and responsible tax. As
the first action in the initiative, PIRC supported the filing of a shareholder
proposal at Amazon.com, Inc. by Greater Manchester Pension Fund and the
OIP Investment Trust, calling on the company to disclose global tax practices
and risks to investors via a tax transparency report prepared in line with the
GRI Tax Standard.1
In addition to the filing of shareholder proposals,
there are other options for asset owners and managTHE GRI
ers looking to escalate their engagement on tax,
TAX
including voting against directors or a company’s
STANDARD
financial statements.
In this brief, PIRC sets out our expectations for
companies and outlines voting recommendations
The GRI Tax Standard came into effect in
that can be adopted by asset owners and managers.
2021. The standard is the first compreThese expectations and voting recommendations
hensive, global standard for public tax
underscore PIRC’s understanding of tax as a matedisclosure and includes:
• Description of a company’s
rial governance and sustainability issue.
approach to tax
PIRC believes that a company’s tax practices
• Tax governance, control,
should work to uphold the integrity of the national
and risk management
and global tax systems and contribute to the socie• Stakeholder engagement and
ties in which they operate. To preserve long-term
management of concerns related to tax
value for the company and its various stakeholders,
• Public country-by-country reporting
companies must align their tax approach to their
of business activities.
overall business and sustainability strategies, and
The implementation of the GRI Tax
not just seek to optimise the amount of taxes paid.
Standard was supported by the UNPRI,
In developing these recommendations for tax
as well as investors with over $10 trillion
engagements and voting, PIRC reviewed the public
AUM, including Royal London Asset
policies, stewardship reports and voting guidelines
Management, Aberdeen Standard
of 33 asset owners and managers who were identiInvestments.3
fied as actively engaging on tax.2 The selected funds
were headquartered in multiple jurisdictions,
including the US, UK, Denmark, Italy, France, Norway, the Netherlands, and
Germany. The asset owners and managers were all participants in the UNPRI’s
collaborative engagement on responsible tax and/or signatories to a public
statement in support of tax transparency and public country-by-country reporting, circulated by PIRC and signed by investors with over $3.6 trillion in assets
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under management.3
PIRC also reviewed the public policies and voting guidelines of the top ten
largest asset managers to understand whether these managers had identified
tax as an engagement issue, and if so, how they were engaging and voting on
tax. PIRC has identified significant gaps between the policies and guidelines of
leading investors and those of the largest asset managers. With the exception
of Amundi, none of the largest asset managers had a standalone tax policy or
identified tax as a key engagement issue in their stewardship or voting policies.
Given historic reforms to global tax regulation, and increased attention of
tax authorities and governments to the issue of aggressive tax avoidance in
light of large government deficits due to the pandemic, investors cannot afford
to ignore the issue of corporate taxation. Asset owners must engage their
managers on the development and implementation of stewardship and voting
guidelines on tax to ensure that they are properly managing the risks in their
portfolios.
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GLOBAL MOMENTUM
FOR TAX REFORM
The PIRC/CICTAR initiative was launched against a backdrop of unprecedented global tax reform.5 In October 2021, 137 countries agreed to the
OECD framework for global tax reform to “address the tax challenges
arising from the digitalisation of the economy”.6 These reforms
arose from significant policy concerns that large multinationals, and in
particular technology companies, were not paying a “fair share” of taxes in
the countries where they earned profits. In the current digital age, it is not
difficult for multinational companies to hold intangible assets such as
patents, trademarks and copyrights in overseas affiliates in countries with a
lower tax rate than the home country.
The aim of the OECD reforms was to disincentivise these corporate practices that act to erode a country’s tax base by shifting profits from a company’s home country to a lower cost “tax haven.” The agreement adopted a
two-pillar approach. Pillar One introduces an additional tax, on top of
existing transfer pricing rules. Pillar One will allow market countries (i.e.,
countries where sales are made) to levy an additional tax for extraordinary
profits earned above a 10% return. Pillar One will only apply to the 100
largest and most profitable global multinationals. Pillar Two introduces a
global minimum corporate tax rate set at 15% for companies with revenue
exceeding €750 million.7
As part of reaching agreement on Pillar One, Austria, France, Italy, Spain
and the United Kingdom agreed to withdraw any unilateral tax measures on
all companies (including digital services taxes), and refrain from imposing
new unilateral measures.8 Digital Services Taxes were introduced several
jurisdictions in response to response to domestic political pressure regarding
the perception the big tech companies were not paying their fair share of tax.
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TAX GOVERNANCE
Aggressive tax avoidance can introduce significant risks that undermine investment returns in the medium and long-term.
At an asset level, risks can include:
■ Loss of social licence to operate: where consumers boycott multinationals
due to actual or perceived tax avoidance.
■ Reputational damage leading to increased scrutiny: where tax
controversies in one jurisdiction can cause tax authorities elsewhere to
examine a company’s tax practices more closely.
■ Adjustment risk: where successful tax authority investigations lead to
additional legal expenses, potential fines and additional payments
■ Vulnerability to changes to tax regulation: where changes to tax legislation may render a company less or no longer profitable.9
Aggressive tax avoidance can also introduce macro-economic distortions
with subsequent portfolio and systemic level risks that undermine long-term
performance of investments. At a portfolio level, aggressive tax avoidance by
one company may undermine fair competition between all companies in a
sector. It may also have larger macro-economic impacts, by reducing money
available for government spending on critical services and
infrastructure, necessary for long-term business and social
EXPECTATIONS:
sustainability.10
• A company’s tax strategy and
In light of these risks, it is crucial that the board have
practices are the responsibility
oversight of and take ultimate responsibility for a compaof the board.
• The company will publish a
ny’s tax practices, and that they clearly communicate the
tax policy and a tax
company’s risk appetite and the systems they have put in
governance framework, with
place to monitor and assess risks, to investors.
reference to GRI 207-1 and
GRI 207-2. This will include
“We recognise the importance of companies being accountable for
the company’s approach to tax
and transparent about their tax practices. We expect our portfolio
risks, including how risks are
companies to have a tax policy that outlines the company’s
approach to taxation and how it aligns with the overall business
identified, managed, and
strategy. We also expect companies to have a robust tax
monitored; and how
governance and management framework in place, to pay taxes
compliance with the tax
where economic value is created and to provide country-by-country
governance framework is
reporting.”
evaluated.

VOTING:

• Vote AGAINST members of
the audit committee where
there is no evidence of
corporate tax management.
• Vote FOR shareholder
proposals seeking
disclosure
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FAIR TAXATION
The OECD estimates that aggressive tax avoidance costs $100 - $200 billion in
lost government revenue annually.11 The United Nations Financial Accountability, Transparency and Integrity (“FACTI”) Panel has identified “tax abuse” as a
key impediment to achieving sustainable development.12 Similarly, the UNPRI
identified aggressive tax avoidance as a key driver of global inequality.13 A
strong tax base is also crucial to mitigating the impacts of climate change and
ensuring a just transition.14
Companies should therefore understand tax as a core
element
of their sustainability approach. In order to mainEXPECTATIONS:
tain the integrity of the tax system, and maintain the
• A company will comply with
infrastructure and social services, it is crucial that compathe spirit and letter of the law
nies do not engage in tax arbitrage and instead commit to
and commit to paying taxes
paying taxes where profits are earned.
where profits are earned.
Given this, and the risks identified above, PIRC does not
• A company’s tax policy is
support tax planning that is established and/or maintained
aligned with the business and
sustainability strategy.
solely for tax optimization. Instead, a company should
• The decision to incorporate
align their tax strategy with their business and sustainabilthe company and its
ity strategies.
subsidiaries in specific
locations should be driven by
“A company usually changes the state or country of its
business or operational
incorporation to take advantage of tax and corporate laws in the
reasons. The board should be
new state or country. These advantages should be clear and
convincing and be supported by specific, legitimate business
able to provide justifications
justifications that will enhance the company’s long-term value to
for setting up domiciles in
shareholders and will be weighed along with any loss in
countries where the company
shareholder rights and protections (e.g., dilution of management
has very few operations or
accountability and liability, anti-takeover devices), reputational
employees.

VOTING:

• Vote AGAINST management
proposals to reincorporate in
another jurisdiction that
appears to be motivated
primarily by aggressive tax
planning.
• Vote FOR shareholder proposals seeking disclosure of a
company’s tax policy.
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risk, damage to governmental relationships, adverse impact on the
company’s employees and erosion of the local/state/Federal tax
base.”
Illinois State Treasurer, 2022 Proxy Voting Policy Statement

“Multinational enterprises should be ready publicly to explain the
business case for locating subsidiaries in “closed” jurisdictions,
significantly low-tax environments, or countries where no local
employees carry out substantive business functions or the number
of such employees is disproportionately low compared to the
economic value generation attributed to that part of the business.”
NBIM, Tax and Transparency Expectations
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PUBLIC COUNTRY-BY-COUNTRY REPORTING
(CBCR)
The new GRI Tax Standard requires companies to publish public country-bycountry reporting of business activities, revenues, profit and tax in every
country where they have operations.15
Public country-by-country provides investors with information to gauge a
company’s tax position and governance approach and anticipate future
impacts on and risks to their holdings from changes to tax regulation.
Under OECD BEPS Action 13, companies are already required to privately
report CbCR information to the tax authority in their headquartered country, so
there is a negligible increased reporting burden from providing that information publicly.
Globally, there is increasing regulatory and legislative
momentum to require companies to publish country-byEXPECTATIONS:
country financial and tax information:
• Companies publish country■ In 2021, the European Union has adopted legislation to
by-country reporting of tax and
require a degree of public country-by-country reporting.16
financial information, in line
This legislation was supported by investors representing over
with either OECD BEPS or the
$5.6trn AUM.17
GRI Tax Standard.
■ The U.S. House of Representatives passed the Disclosure
• The company discloses a full
of Tax Havens and Offshoring Act.18 This was supported by
list of subsidiaries, in line with
investors representing $2.9trn AUM.19
requirements in the GRI Tax
■ A key recommendation of the UN FACTI panel was to
Standard.
introduce requirements that “all private multinational entities publish accounting and financial information on a
VOTING:
• Vote FOR shareholder proposcountry-by-country basis”.20
als calling for public CbCR.
• Vote AGAINST financial
A growing number of leading companies are already publishstatements where companies
ing their country-by-country information, for example:
do not publish public country■ 20% of the largest listed Dutch companies published
by-country reporting.
country-by-country reporting in 2021, up from 13% in 2020.21
■ 7% of 1380 of the largest listed global companies
published public country-by-country reporting in 2020.22
“Disclosure of the taxes paid country-by-country also enables shareholders to ensure that
the companies in which they have invested comply with the tax rules of the countries in
which they operate. For companies, this helps to avoid damage to their reputation and
being fined. Finally, the transparency that comes with country-by-country tax reporting
encourages self-regulation by distinguishing good from bad practice. Such disclosure
helps the company to build stakeholder confidence and to implement its tax
responsibility strategy.”
Ethos, 2022 Proxy Voting Guidelines
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INDEPENDENT OVERSIGHT
PIRC regards the provision of non-audit services as a significant material risk
factor that can compromise auditors' ability to confront directors on difficult
issues. Among current non-audit services that auditors undertake, we
consider taxation and tax advice to be potentially one of the most controversial ones given the scope of reputation risk. As such, it is PIRC’s view that
tax compliance fees charged by auditors are to be regarded as non-audit fees
for the purpose of calculating the ratio of audit to non-audit fees, as they
cannot be fully separated from tax advisory services.

EXPECTATIONS:

• The company will provide
adequate disclosure of the
nature of non-audit fees
• The company will not exceed
a nominated threshold of
non-audit fees as compared to
audit fees.

VOTING:

• Vote AGAINST the appointment of the auditor if nonaudit fees exceed 50% of
audit fees for either the year
under review or over the
previous three years. Recommend abstention where
non-audit fees are between
25% and 50% of audit fees
• Vote AGAINST the re-election
of an audit committee chair
where the nature of non-audit
fees has not been adequately
disclosed.
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REMUNERATION
Remuneration incentives can have an effect on tax planning and may encourage senior executives to undertake riskier strategies. Boards should be alert to
how pay policy may influence tax planning in ways that could threaten a
company’s reputation or be misaligned with the company’s business and
sustainability strategies.
“Some boards appear unaware of the effect that incentives can have on tax planning:
setting management targets or Chief Financial Officer remuneration based on earnings
after tax could intentionally or unintentionally encourage them to focus on minimising
the tax bill as opposed to growing earnings. Indicators for company-wide performance
scorecards that are tax sensitive could impact the pay of all senior executives. Where
performance assessment is based on tax sensitive indicators, our concern is that
companies will be driven to employ riskier strategies in an effort to minimise tax.”
UNPRI, Why and How to Engage on Corporate Tax Responsibility

EXPECTATIONS:

• The board should take into
account how remuneration
incentives may influence
management’s approach to
tax planning.

VOTING:

• Where the assessment of
performance is based on tax
sensitive indictors, PIRC will
consider voting AGAINST
remuneration-related
resolutions.
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HOW ARE THE LARGEST ASSET
MANAGERS ENGAGING ON TAX?
PIRC reviewed the public policies, stewardship reports and voting
guidelines of the top 10 asset managers by assets under management
to identify how they were engaging on tax. We have only reviewed
those policies that pertain to how managers engage their portfolio on
tax, not policies that solely cover a manager’s own tax or sustainability practices.
Of the asset managers that PIRC reviewed, only one asset manager
had public policies or voting guidelines that substantively address
tax: Amundi.23
Fidelity’s voting policies state that they will not support financial
statements where they “have concerns about the transparency of key
issues including material weaknesses and fairness in the company’s
tax policies”.24
Notably, Allianz did participate in the B Team’s development of
tax reporting standards. Their sustainability report does discuss their
internal approach to tax transparency and broader tax practices.
However, Allianz does not specify if and how it engages portfolio
companies on tax in any of their reporting.
This analysis highlights a significant gap between the policies of
asset managers from the UK and EU compared to those headquartered in the United States. This may reflect the approach that the SEC
has traditionally taken to tax matters in the United States, historically ruling that they constitute ordinary business. Given the recent
landmark ruling by the SEC regarding the shareholder proposal filed
at Amazon and challenged by the company, where the regulator
found in favour of investors to rule that the proposal transcended
ordinary business, PIRC expects that US headquartered asset managers will need to review their approach to tax, and explicitly incorporate tax in their stewardship and voting guidelines.
Asset owners should use PIRC’s guidelines to engage their asset
managers regarding opportunities to include tax in their stewardship
and voting approach.
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BlackRock
Vanguard Group
Fidelity Investments
State Street Global Advisors
Allianz
JPMorgan Chase
Capital Group
BNY Mellon
Goldman Sachs
Amundi
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US
US
US
Germany
US
US
US
US
France
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