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Methodology 
 

Overview 

The object of the Fair Tax Mark is to produce a Fair Tax Score for each company 
it appraises.  

The Fair Tax Mark seeks to assess: 

1. Whether a company appears to record a fair share of its total profits in the 
UK; 

2. Whether it appears to pay a fair rate of tax on those profits; 

3. Whether it appears to use tax havens for tax avoidance purposes. 

It does so using three separate tests that are applied to a company’s audited, 
published financial accounts and other information put by it on public record in 
accordance with the requirements of the law. Information not audited or that is 
voluntarily disclosed is at present ignored in the assessment process on the basis 
it is not subject to any independent verification process.  

The assessment criteria used to assess a company’s performance against these 
criteria are as follows: 

Accounting disclosure 

This part of the Fair Tax Score assesses whether the company reports its 
turnover, profit, tax charge and tax paid for each jurisdiction in which it trades. 
Unless it does so it is, in our opinion, not possible to assess whether a company 
appears to record a fair share of its total profits in any jurisdiction in which it 
trades.  

This is, of course, a test of whether the company discloses what is, in effect, 
country-by-country reporting data. An explanation of country-by-country 
reporting data is available on the Fair Tax Mark web site.  
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The resulting ranking is assessed as follows: 

Question Answer Score 

Yes: full data for all jurisdictions is available 5 

No, but full data for the UK separate from 
the rest of the world is available but not for 
all other countries 

4 

No, but sales, operating profit and tax data 
for the UK is available for the UK but not 
for all other jurisdictions 

3 

No: sales and operating profit data is 
available for the UK but not for all other 
countries and tax data is not available for 
the UK 

2 

No, but UK tax data is available although 
there is not trading data for the UK or other 
countries to suggest its credibility 

1 

Does the company 
report its turnover, 
profit, tax charge 
and tax paid for 
each jurisdiction in 
which it trades? 

No: no country-by-country reporting data 
is available 

0 

 

Note: if a company only operates in the UK and makes that clear in its accounts it 
scores 5 on this scale. It is providing unambiguous information on where it trades 
and pays its tax.  

Does the company use tax havens?  

Tax haven usage is a proxy for undertaking tax avoidance in the Fair Tax Score. Tax 
havens, for the purpose of this ranking, are those jurisdictions with a secrecy 
ranking of more than 60 on the Tax Justice Network’s Financial Secrecy Index 
unless they are low tax countries often used for profit shifting purposes for which 
an additional listing is required. A list of the jurisdictions considered to be tax 
havens and low tax countries used for profit shifting purposes and the secrecy 
scores allocated to each is attached as an appendix.  
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The resulting ranking is assessed as follows: 
 

Question Answer Score 

No 5 

Yes, but the use of them is explained by 
genuine trading and a tax motive does not 
appear to be involved 

5 

No, but the company locates subsidiaries 
in low tax countries often used for profit 
shifting  

4 

 

Yes, and a full list of such subsidiaries has 
been supplied and none of those used 
have a Tax Justice Network Financial 
Secrecy Index mark of more than 75 

3 

Yes, and a full list of such subsidiaries has 
been supplied and some of those used 
have a Tax Justice Network Financial 
Secrecy Index mark of more than 75 

2 

Yes, and a full list of such subsidiaries has 
not been supplied 

1 

Does the 
company use tax 
havens? 

No data available 0 

 

What is out our assessment of the company’s effective tax rate? 

This is the point in our appraisal programme where things get slightly complicated 
because we are effectively assessing two things. The first is the apparent average 
current effective tax rate. This is considered the dominant question.  
 
To appraise this current effective tax rate we use an averaging method, considering 
six years of accounts in the process (using as our sample three sets of accounts 
and their comparative data) but weighting each year on the sum of the digits 
method so that greater attribution is given to more recent data than older data, 
which we think appropriate if changes in behaviour is to be given the credit it 
deserves in a reasonable time frame.  
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The use of this averaging method to calculate the current effective tax rate lets us, 
in our opinion, ignore the vagaries of deferred tax since the timing differences that it 
should record should, on average, we think reverse over such a time scale. Please 
see our discussion of deferred tax on the Fair Tax Mark website for more 
discussion of this issue.  
 
This does, in our opinion, increase the objectivity of the information we report on 
the companies we appraise since our calculations relate to tax that companies 
expect to pay in the foreseeable future and not to estimates of tax that they may 
pay at an unknown time at a rate yet to be determined, which is the case with 
deferred taxation.  
 
Then there is a secondary issue, which involves assessing whether the UK tax paid 
might involve any suggestion of profit shifting. The first question sets the 
parameters of the available mark and the second the mark within the range. This 
results in the following assessment criteria: 

Question Answer Is the UK net profit pre tax to sales 
ratio not more than 10% different from 
worldwide net profit pre tax to sales 
ratio? 

  Yes No No data 

Is the company’s 
average current 
tax rate greater 
than or not more 
than 3% less 
than the average 
expected UK tax 
rate for the 
period? 

If yes mark 
according to 
the scale to 
the right. If no, 
move to next 
main question 

5 4 3 

Is the company’s 
average current 
tax rate not 
more than 5% 
less than the 
average 
expected UK tax 
rate for the 
period? 

If yes mark 
according to 
the scale to 
the right. If no, 
move to next 
main question 

4 3 2 
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Is the company’s 
average current 
tax rate not 
more than 7% 
less than the 
average 
expected UK tax 
rate for the 
period? 

If yes mark 
according to 
the scale to 
the right. If no, 
move to next 
main question 

3 2 1 

Is the company’s 
average current 
tax rate more 
than 7% less 
than the average 
expected UK tax 
rate for the 
period? 

If yes or no 
get 0 

0 0 0 

 

We believe that this methodology provides the best indicator we can create from 
publicly available data to suggest whether multinational corporations and other 
large companies trading in the UK appear to be paying fair tax in this country, It 
does, in addition, also indicate whether they might be avoiding tax elsewhere in the 
world, so introducing an international dimension to the Fair Tax Score.  

Overall scoring  

To create an overall Fair Tax Score we combine the scores from the previous 
three sections to provide an overall score for a company on a range from zero to 
fifteen.  

 

Our interpretation of that overall score is as follows: 

 

Range Award Colour 

12-15 Fair Tax Mark awarded  Green 

8 - 11 Warning signals exist: this 
company may not be 
paying fair tax 

Amber 
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0 - 7 Red alert: there are either 
signs that this company is 
not paying its fair share of 
tax or it is not providing 
enough information for us 
to determine whether that 
is the case. There is a 
need for serious 
improvement in its 
performance.  

Red 

 

The Fair Tax Mark 

The Fair Tax Marks look like this: 

 

 

 

 

We look forward to awarding them.  
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Appendix  – tax haven listing and opacity ranking, 
based on the Tax Justice Network Financial Secrecy 
Index. 

The definition of a tax haven is contentious, and has always been open to dispute. 

Fair Tax bases its definition on the work of the Tax Justice Network in its Financial 
Secrecy Index. This is available at http://www.financialsecrecyindex.com/ 

We, in particular, use its definition of the opacity that a jurisdiction offers as the 
basis for our assessment since it is transparency and accountability on taxation 
issues that we are seeking to promote. We do not think there is a better or more 
rigorous assessment of opacity than that which the Tax Justice Network offers. 
We should add in saying so that most of its findings are based upon assessments 
of individual jurisdictions by the OECD, IMF, World Bank and others. The resulting 
listing that we use is as follows: 

  Jurisdiction Secrecy Score 

1 Andorra 73 

2 Anguilla 79 

3 Antigua & Barbuda 82 

4 Aruba 74 

5 Austria 66 

6 Bahamas 83 

7 Bahrain 78 

8 Barbados 79 

9 Belize 90 

10 Bermuda 85 

11 Botswana 79 

12 British Virgin Islands 81 

13 Brunei Darussalam 84 

14 Cayman Islands 77 

15 Cook Islands 75 

16 Costa Rica 77 
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17 Dominica 80 

18 Ghana 79 

19 Gibraltar 78 

20 Grenada 83 

21 Guatemala 81 

22 Guernsey 65 

23 Hong Kong 73 

24 Isle of Man 65 

25 Japan 64 

26 Jersey 78 

27 Lebanon 82 

28 Liberia 81 

29 Liechtenstein 81 

30 Luxembourg 68 

31 Macao 83 

32 Malaysia (Labuan) 77 

33 Maldives 92 

34 Marshall Islands 90 

35 Mauritius 74 

36 Monaco 75 

37 Montserrat 86 

38 Netherlands Antilles 83 

39 Panama 77 

40 Philippines 73 

41 Samoa 85 

42 San Marino 79 

43 Seychelles 88 

44 Singapore 71 



	   	  	  
	  

©	  The	  Fair	  Tax	  Campaign	  Limited	  2013	  

	  
9	  

45 St Kitts & Nevis 81 

46 St Lucia 89 

47 St Vincent & Grenadines 78 

48 Switzerland 78 

49 Turks & Caicos Islands 90 

50 
United Arab Emirates 
(Dubai) 79 

51 Uruguay 78 

52 US Virgin Islands 68 

53 Vanuatu 88 

 

In addition to the above listing we are aware that a number of jurisdictions 
assessed by the Tax Justice Network and which have secrecy scores of less than 
60 are nonetheless used quite extensively as conduits for shifting profits by 
multinational corporations. Those that we consider important for this purpose but 
which are not on the above list are: 

54 Cyprus  58 

55 Ireland 44 

57 Netherlands 49 

 

 

 

 

 


