CNOOC U.K. Marketing LTD (“the company”):2023 Tax Strategy 

The UK Finance Act 2016 Schedule 22 Part 2 introduced provisions requiring qualifying large businesses to publish an annual tax strategy, in so far as it relates to UK activities, approved by the business’s executive board. This strategy applies to the accounting period ending 31 December 2023.  

The company’s principal activities are crude oil trading and engagement in the procurement business. The principal taxes covered by this strategy are UK Corporation Tax, VAT, Employment Tax and National Insurance. 

Objectives of the Tax Strategy

The purpose of setting out Tax Strategy is to make clear principles that govern the company’s approach to tax matters generally; to consider how the tax principles may apply in practice and to set out the company’s risk management and governance arrangements in relation to UK tax matters. 

Principles in relation to Tax Risk Management

Changes in legislation that apply to all businesses. Tax risk may arise from commercial-driven changes in the business model and operating processes. Our tax principles are guided by the company’s code of conduct which governs the actions of employees and others working for the Group. The Company shall pay taxes in accordance with the law, actively fulfill its obligation to withhold and pay taxes, and truthfully reflect to the tax authorities the production and operation of the company and the implementation of the financial policies. The Company shall provide the corresponding statements and information according to the relevant provisions to tax authorities, and shall not conceal, omit, misrepresentation, or commit tax evasion or tax leakage.

The following principles have been adopted by the management as reference points when determining specific company policies and courses of action in respect of all the taxes that the company is subject to:

1) The company complies with the law at all times;

2) The management focuses on managing and controlling the company’s tax risk; 

3) The company aims to provide appropriate transparency in its internal and external tax reporting;

4) The company maintains an open dialogue, and constructive relationship, with HM Revenue and Customs (“HMRC”).

5) The company employs external advisors on a case by case basis. Tax is one of a range of factors that will be assessed to determine how a transaction is commercially structured; 

6) The company’s tax strategy has been implemented and continues to be monitored on on-going basis.

The company’s tax principles are to be adopted in all aspects of the day to day business of the company where tax is anticipated to be a material factor. In order to achieve this, appropriate processes, controls and approval procedures have been implemented and are subject to ongoing monitoring.

Application of the Tax Principles 

1) Business’s internal governance 

CNOOC U.K. Marketing Ltd does not have defined levels of acceptable tax risk. The company manages tax risk in the same manner as any other business risk and applies internal review and control procedures based on materiality, uncertainty, and reputational impact; and keeps the tax risks within the overall risk framework and the risk appetite as defined by the Board. 

2) Compliance with tax filing and other obligations 

The company complies with all legal obligations in relation to tax. This will include filing relevant tax returns and making tax payments within statutory deadlines.

All our inter-company transactions are on an arm’s length basis and in accordance with the OECD Transfer Pricing Guidelines, to be supported by an independent review by external advisers. 

The tax disclosure(s) shall be made in the relevant statutory accounts. This includes the recognition of appropriate tax provisioning for any transactions which, whilst having been undertaken in accordance with the stated principles, are assessed to carry some tax risk.

3) Relationship with Tax Authorities

CNOOC U.K. Marketing Ltd maintains an open and transparent relationship with HMRC. This includes attending meetings requested by HMRC and providing relevant disclosure in tax returns and relevant inquiries. Where appropriate, the company will respond to specific requests for information by HMRC within agreed timeframes and provide relevant and appropriate disclosure in its responses. If any uncertainty and doubt remain, the company will consult with the relevant authorities for opinion in advance. 

4) Use of external professional advisors

The company engages external advisors on a case by case basis taking into account the complexity of the issue and its materiality to the business. Where appropriate, external advisors will be consulted on the tax implications of a proposed course of action.

Governance framework in respect of tax matters

Day-to-day responsibility for the identification of UK taxation risk rests with the management team. Where required, external tax advisers are engaged to assist in the identification of UK taxation risks and to support the Company in meeting its UK taxation compliance obligations. Material risks are reported as necessary to the Group. 

The Company establishes and maintains appropriate and effective risk management and internal control systems and regularly reviews their effectiveness, including their implementation. This includes the risk register within which tax sits. Tax risk is considered through the assessment of a range of risk factors with consideration given to the size and complexity of CNOOC U.K Marketing Ltd and its business operations. Risk and internal controls are reviewed regularly and are reported as part of overall reporting on risk and controls to the Senior Accounting Officer.

There may be instances where a particular course of action is necessary (e.g. to satisfy compliance requirements or meet deadlines) which, while not falling within this tax policy, remain within the governance framework of the company as a whole. 

