


Tax havens

The SABMiiller group has more than 300
subsidiaries. A small number are located in
jurisdictions described as tax havens'. These
have arisen either through acquisition activity
(where we have inherited them) or where we
have made location and investment decisions
on sound business grounds.

Within these jurisdictions, 12 companies are
operating entities — these include breweries,
for example in Panama, and service companies
performing a common group purpose, such
as group employment and insurance entities.
These entities are all staffed in-country with
skilled, full-time management and support
employees who perform essential commercial
activities. Two entities are holding companies —
which distribute all profits they receive to their
own parent companies. A further 20 entities are
dormant or near dormant. We keep these under
review and seek to close them, where practical.
All these entities are subject to disclosure,

and are taxed, where appropriate, under the
UK controlled foreign company rules.

In considering the location of any new business
activity, we take account of all elements

(of which tax is included). However, location

is fundamentally determined by commercial
factors and the available skills base.

Tax incentives

In most of the territories in which the group
operates, government tax policy evolves and
develops depending on the nature of the
territory’s economic position and its growth
strategy. A number of territories offer tax
incentives of various kinds. These are generally
used by territories to attract business and
investment or to influence business decision-
making in particular ways.

In line with our objective of tax efficiency, we seek
to make use of any incentives available, within
the context of sound and sustainable business
decision-making. Across our group there are
likely to be a number of these incentives in
operation at any one time. All are in the context
of local policy and would generally be available
to any business that meets the relevant criteria.
These incentives are only one of a range of
economic factors taken into account during
business decision-making.

Incentives operating within the group include
Cerveceria del Valle in Colombia, which is
located in a free trade zone with a reduced
corporation tax rate of 15%. Similarly, in Ghana,
one of our businesses, Voltic (GH) Limited,
has a reduced corporate tax incentive (half the
standard rate), due to its location. In the Canary
Islands we support and participate in incentive
programmes introduced by the government
to promote local investments and local
production, which include preferential taxation
of products produced in the local territory

of the Canary Islands.

' The OECD defines a tax haven territory as one that has a collection of the following factors — non-existent or nominal taxes, a lack
of transparency, laws or practices that prevent the exchange of information, and an absence of a substantial activity requirement.

Other bodies expand on these characteristics to varying degrees.
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How we manage our tax affairs

continued

Production-based incentives

In some developing markets, production-based
incentives are used to support the development
of the agricultural economy and to address illicit
trade. Reducing excise rates for beers brewed
using locally-grown raw materials creates a
number of opportunities: consumers are able
to afford high quality, regulated beers and

can move away from illicit or informal alcohal;
demand for local crops creates a stable market
for local farmers, improving their livelihoods
and, in turn, the newly-expanded beer sector
provides an additional excise revenue stream
for governments. A preferential excise rate for
sorghum-based beer in Uganda has improved
our ability to support local farmers to progress
from subsistence farming to profitable
commercial enterprises. 20,000 farmers now
directly supply our local business, with around

Meeting with tax authorities

We believe our dealings with tax authorities
should be based on mutual respect and trust.
We engage proactively with the authorities in
the territories in which we operate.

We seek opportunities to meet regularly to
ensure that our business dealings are understood
and to exchange views and insights. We will aim
to achieve an alignment of views but this does
not always happen and in some cases, defending
our perspective is the right business approach.
This open, two-way communication with tax
authorities is very important to us, and is

a required practice in all our business units.
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180,000 indirectly involved in the value chain.
The initiative generates government tax
revenues of around US$70 million per year —
enough to run six large Ugandan districts.
This model has been replicated in many

of our African markets.

During the year we held a range of meetings
with tax authorities. While some were in the
course of regular audits and follow up questions,
we engaged with authorities to provide updates
and exchanges of information in Latin America,
Africa, Asia Pacific and Europe.

As a specific example of our interaction with

tax authorities, we have been working together
with the local tax authorities in Colombia,
Ecuador and Peru on the development of an
electronic invoice initiative. Also, within the
countries where we operate in Latin America,
we have provided information to the tax authorities
to assist them address illegal alcohol issues.
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Africa Industry Tax Association
(AITA) has continued to build

a solid relationship with

the Africa Tax Administration
Forum (ATAF).”

SABMiller was a driving force behind, and one
of the co-founders of, the recently formed Africa
Industry Tax Association (AITA), whose current
membership consists of nine multinational
companies, each of which has a substantial
footprint in Africa. AITA was formed to create
aformal and structured collective platform from
which to create open lines of communication
with African governments and revenue authorities
on matters of common interest, and to promote
fair, transparent, efficient and enforceable
taxation systems and administration. AITA

has continued to build a solid relationship with
the Africa Tax Administration Forum (ATAF).
Activities during the year of AITA included
exclusive representation at the ATAF conference
on cross-border taxation; attendance at the
launch of the Africa Tax Research Network;
sitting on an independent panel evaluating

and awarding tax innovation by tax revenue
authorities (driven by ATAF) and being invited

by the Academy of Public Finance/ITIC to
provide tax training to representatives of the
African revenue authorities. These examples
illustrate a solid contribution to the development
of tax expertise and our contribution to the
wider economy.

Tax disclosures

Qur tax principles endorse our long-held aim that
information about our business and tax affairs
should be well understood by revenue authorities
in all the countries in which we operate. As the
global tax debate evolves, there are continued
developments regarding the exchange of
information beyond national borders.

We continue to closely monitor developments in
the BEPS project and have actively contributed
to action groups and consultations where we feel
qualified and able to contribute meaningfully.

In general, we support the OECD’s approach and
the move to deal with areas of international tax
law and regulation that do not align when taken
in a multinational context. We look forward to the
outcomes of the OECD’s work on profit splits in
the forthcoming year; the principles and practice
that emerge in this area will be widely used as
tax payers and tax authorities may have different
approaches to value creation. We hope that the
OECD’s work meets this challenge and produces
clear technical and practical guidelines.
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We firmly believe that if country
by country information is to

be shared, it must be robust,
sustainable, clear and provided
within appropriate context.”
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How we manage our tax affairs

continued

Much of the current disclosure debate is around
greater transparency and tax reporting. Whilst
we support moves towards greater transparency;,
we firmly believe that if country by country
information is to be shared, it must be robust,
sustainable, clear and provided within appropriate
context. The disclosure of limited information
outside its context, could be misleading, and

is unlikely to lead to greater clarity around the
tax contribution and position of business.

We would like to see the OECD combining
with financial reporting bodies to create aligned
conditions and definitions for public country
by country reporting. This will ensure there is
consistency with financial reporting disclosures,
should public reporting of this data become
mandatory for all.

In the context of anticipated new country by
country reporting requirements, we are prepared
to deliver these to Her Majesty's Revenue and
Customs (HMRC) from 2018, based on the OECD
guidelines. During the year we have revisited our
commercial functions to prepare our masterfile
and articulate our drivers of business profit

to explain our transfer pricing approach for

our commercial operations. We are nearing
readiness for these new disclosures.

In many countries, companies are required to
file their financial statements with the authorities
and these are on public record. In such cases,
much of our tax information is freely available.

E Refer to our related undertakings section with the
annual report.
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We would like to see the OECD
combining with financial reporting
bodies to create aligned conditions
and definitions for public country
by country reporting.”
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UK tax strategy

We welcome the evolving UK requirements
for businesses to publish their tax strategies.
The publication of a clear tax strategy
enables stakeholders to better understand
companies’ approach to tax, creating a
platform for more informed and productive
discussions and helps builds trust

and confidence.

Our UK group is at the centre of our
operations and, as the parent location,

it sets the tone on tax for the rest of the
group to follow. It follows that any principles
which apply to our group are equally
applicable to our UK operations.

Activities in the UK consist of the corporate
head office, related group support services,
a small craft brewing operation and a
reasonably meaningful import and distribution
business for our international brands. While
we do not have significant brewing operations
in the UK, these activities generate significant
group services and financing activity, as

well as employment for approximately

900 people.

The disclosures we have made in this
document, including our guiding tax
principles, apply fully to our UK group.
The most pertinent of these in relation
to the UK are set out below:

— The attitude of the SABMiller group
towards tax planning is a conservative
one. We seek to arrange our affairs
on an efficient basis but with a strong
commercial rationale at the core of
decisions. We will always test our thinking
against stakeholder expectations and
a responsible business attitude.



— Qur risk appetite is governed by a set of
decision criteria based on professional
judgement obtained in-house and through

specialist guidance and support from advisers,

where appropriate. This is articulated in a
policy document, which has been in place
for many years and evolved with best practice.
A broad range of risks are considered in
reaching any decisions.

— Our dealings with HMRC as the UK tax
authority are based on mutual respect and
trust. We engage openly and regularly and
meet formally at least once a year to review
our business activities and recent tax filing
obligations. We have in the past sought
tax clearances on various matters from
HMRC and had dealings with some of the
technical experts. We always ensure our
Client Relationship Manager is aware
of these engagements.

— Due to the head office nature of our UK
business, and the size and extent of our
subsidiary structure around the globe,
our business operations and financing
are complex. We aim to ensure these
are fully explained to HMRC.

— Each year our Chief Financial Officer
signs off the Senior Accounting Officer
obligations. Material items concerning
the UK are reported to the group audit
committee and, where applicable,
the board of directors.
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We welcome the evolving UK
requirements for businesses
to publish their tax strategies.”
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Tax in the financial statements

Reconciliation to total tax paid’

2016 2015
Taxes on Taxes on Taxes on Taxes on
production profit production profit
us$m US$m Uss$m US$m
Excise duties (note 3) 4,938 5,596
Current taxation (note 7) 1,187 1,591
Cash adjustments:
Payments of Australia FDT - 42
Other, including payment timing differences 128 (194)
Total tax payments 4,938 1,315 5,596 1,439

Reconciliation to adjusted tax charge

Excise duties (note 3) 4,938 5,596
Current taxation (note 7) 1,187 1,591
Deferred taxation (note 7) (35) (318)

Taxation expense in the consolidated

income statement 4,938 1,152 5,596 1,273
Taxation items reflected elsewhere in the

financial statements:
Share of associates’ and joint ventures’ taxation

(note 2) 114 157
Net tax credits on exceptional items (note 4) 28 (83)
Tax on amortisation of intangible assets

(excluding computer software) (note 7) 96 17
Adjusted tax charge a 1,390 1,464

Calculation of the group’s effective tax rate

EBITA (note 2) 5,810 6,367
Adjusted net finance costs (note 5) (442) (622)
Share of associates’ and joint ventures’ finance costs (73) (102
Adjusted profit before tax b 5,295 5,642
Effective tax rate a/b 26.3% 26.0%

' All note references are to the consolidated financial statements included within the SABMiller 2016 Annual Report.
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Tax in the financial statements

In the year ended 31 March 2016, the group recorded excise duties payable of US$4,938 million and
corporate taxes of US$1,315 million, giving total taxes paid of US$6,253 million. These amounts are
reflected in the consolidated financial statements and are analysed in the 2016 Annual Report. The
information and analysis presented here are enhancements, not repetition, of these tax disclosures.

Tax charge compared with tax paid

There are a number of reasons why the tax paid in any year will not be the same as the tax charge.
As tax instalments are generally based on historical profits, the amount of tax paid in any particular
year may differ from the tax accrued on profits for the year. The tax charge also includes amounts for
deferred taxation, representing timing differences between the accounting for transactions and when
tax becomes due, and amounts for uncertain and unresolved tax positions.

The amount of corporate income tax paid in the year decreased from US$1,439 million in the prior year
to US$1,315 million. One of the main reasons for this is that in the prior year, we were required to
prepay tax (FDT) of approximately US$42 million to the Australian Tax Office. In 2016 there was no
equivalent tax payment. The prepaid tax is recoverable against future corporate income tax liabilities.
We have fully recognised the future benefit of the prepaid tax as an asset on our balance sheet.
2015 also included one-off payments in relation to a disposal, for which there was no equivalent
impact in 2016.

Tax charge compared with the UK statutory tax rate
In' most countries, the tax charge (from which the effective rate is derived) will be different to the statutory
tax rate because, in calculating the tax charge:

— an individual country’s financial reporting standards (as opposed to IFRS as adopted by the
European Union) are applied;

— adjustments to profit before tax are unique to a country when calculating taxable profits; and

— differing tax allowances and incentives are periodically given which are specific to a country,
an example being tax depreciation.

The statutory rate of corporation tax on profit in the UK for the year ended 31 March 2016 was 20%.
The group’s tax on profit for the year differed from the tax due at the statutory rate as a result of the
differences overleaf. This reconciliation is different from the one in note 7 to the consolidated financial
statements in that it reconciles adjusted profit before tax to the adjusted tax charge, as used in the
calculation of the group’s effective tax rate.
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Tax in the financial statements
continued

Effective tax rate reconciliation

2016 2015
US$m US$m
Adjusted profit before tax 5,295 5,642
Tax at 20% (2015: 21%) calculated thereon 1,059 1,185
Reconciling items:
Income which is exempt from tax (155) (194)
Expenses which are not deductible for tax purposes 74 108
Other incentive allowance (33) 43)
Withholding and other remittance taxes 148 157
Difference owing to foreign rates of tax being, on average, higher than the UK 394 355
Tax impact of associated companies (14) 6)
Adjustments in respect of prior periods (23) 35
Initial recognition of deferred tax (53) (104)
Deferred tax not recognised (11) (46)
Other 4 17
Adjusted tax charge 1,390 1,464

Deferred tax

Deferred tax represents the proportion of a company’s liability for taxes owed that has been postponed
to future periods. Deferred tax primarily arises from tax legislation that permits companies to claim

a tax deduction for expenses at a slower or faster rate than they are recognised in the financial
statements and therefore creates either a deferred tax asset or liability.

For example, most governments seek to incentivise business investment by providing that the tax
depreciation of property, plant and equipment is calculated over a shorter period than the useful
economic life. Accounting standards require companies to recognise and account for deferred tax
assets and liabilities in order to give a true and fair view of a company’s assets and liabilities.

Deferred tax assets and liabilities are only offset where there is a legally enforceable right of offset and
the deferred tax assets and liabilities relate to income taxes levied by the same taxation authority on
either the same taxable entity or different taxable entities where there is an intention to settle the
balances on a net basis.

The majority of our net deferred tax composition (note 19 to the consolidated financial statements)

is deferred tax liabilities which result from acquisition accounting. These are mainly in the Latin America
and Asia Pacific regions and relate to intangible assets, primarily brands, recognised on acquisition.

As the brands have significant useful economic lives, the underlying deferred tax liability has remained
relatively stable in local currency since the acquisition dates, other than the effects of amortisation.

Our deferred tax assets are lower than our liabilities, with recognised assets primarily relating to tax

losses, accounting provisions and accruals. These result from our commercial operations and the
interaction of local accounting and local tax regulations.
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Deferred tax liabilities of US$1,784 million (2015: US$2,013 million) are expected to fall due after more
than one year and deferred tax assets of US$104 million (2015: US$115 million) are expected to be
recovered after more than one year.

In addition, there are US$1,696 million (2015: US$1,690 million) of deferred tax assets that are
not currently recognised on the group’s balance sheet. US$1,477 million (2015: US$1,355 million)
of these are tax credits that the group has received but is not expected to be able to use in the
foreseeable future.

Tax losses

As within any group of companies, there may be times when various subsidiaries are in a tax loss
position. Examples of tax loss situations within the group include the UK, Australia, India and the
Netherlands (as discussed below). Where we have incurred losses but expect that there will be
sufficient taxable profits in future years, we recognise a deferred tax asset in respect of the losses
as we expect to fully recover the value of the asset.

— Inthe UK, historically the costs of operating our corporate headquarters have outweighed the
profitability of our UK trading operation. More recently, however, the growth of our UK business
and increasing activities within our corporate head office will change the shape of our UK tax profile.
We have, accordingly, recognised an amount of deferred tax (US$53 million) to reflect this. As a
result of our UK operations our total tax contribution in the UK was US$315 million, covering excise,
VAT and other taxes (2015: US$299 million).

— In Australia, the losses reflect challenging market conditions which have impacted profitability over
time and funding costs incurred by the business which are associated with the acquisition of the
Foster’s Group. However, we expect that the business in Australia will generate sufficient taxable
profits in future years and therefore the deferred tax asset in relation to these losses has been
recognised. As shown on page 9, our total tax contribution in Australia was US$1,029 million,
covering excise and other taxes (2015: US$1,225 million).

— InIndia, we continue to operate in a challenging environment. We do not expect conditions to reverse
in the medium term. In this situation, we have not accounted for a deferred tax asset on these losses.

— Our Netherlands business has brought forward tax losses. We expect to become tax-paying in the

near future, once the losses have been utilised against future taxable income. We have recognised
deferred tax assets in respect of these losses.
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How this report was prepared

This report is intended to help SABMiller stakeholders and other
readers to understand our group’s approach to tax, and to provide
a better perspective on how our business activities and revenues
contribute to the economic and social development of the countries

in which we operate.

The group is defined as being the parent,
SABMiller plc, together with its subsidiaries

and associated entities. A full list of subsidiaries,
associates and joint ventures is given in the
related undertakings section of the SABMiller
2016 Annual Report.

For accounting purposes, the group applies a
principle of consolidating subsidiaries and equity
accounting for associates and joint ventures.
The MillerCoors joint venture is treated as a
partnership for tax purposes and its profits are
shared by its partners — SABMiller and Molson
Coors. Tax is payable by each partner on its
share of such profits.

This report sets out taxes paid by type and by
relevant geographical segments, on the same
basis as reported in the consolidated financial
statements. The information and analysis
presented are enhancements and not mere
repetition of the tax disclosures in the
financial statements.

Comparative data has not been restated for
foreign exchange rate movements. It should
be noted that some of the differences in

comparatives within this report will be driven
by these foreign exchange rate movements.
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The data collected includes all taxes paid and
contributed to governmental bodies during the
year ended 31 March 2016, regardless of the
year to which the payment related. Any prior
year settlements are included but any interest
and penalties are excluded.

To avoid unnecessary additional cost, this report
has not been subject to separate attest or audit.
However, the data used in its compilation is either
the same data as in the group’s consolidated
financial statements or is from the same sources.
The data is collected as part of the year-end
financial process, with the directors responsible
for its completion and accuracy.

In the case of an acquisition or a change in

the level of effective ownership, the results are
incorporated from the date of effective control
or change in the level of effective ownership.
Similarly, where an entity is sold or liquidated, the
data includes all taxes paid up to the effective
date of disposal or liquidation.

This report is presented to explain our approach
to tax and to various tax matters across the
group. It inevitably uses some technical tax terms.
These are explained below, not as detailed
definitions, but rather as guidance to what is
meant. More detailed financial definitions are
contained in our 2016 Annual Report.



Definitions

Adjusted profit
before tax
Corporate
income tax
(taxes on profit)

Excise tax
(taxes on
production)

Deferred tax

Effective tax rate

FDT
(Franking
Deficits Tax)

Government

Indirect tax

OECD

Tax

Tax borne

This comprises EBITA less adjusted net finance costs and less the group’s
share of associates’ and joint ventures’ net finance costs on a similar basis

All taxes that are based on the taxable profits of a company

Tax that is based on production and levied at the point at which the beer or
other product is produced

The corporate income tax due in respect of temporary differences between
accounting values and tax bases, as defined in International Accounting
Standard 12

Earnings before interest, tax, amortisation of intangible assets (excluding
computer software) and exceptional items, including the group’s share of
associates’ and joint ventures’ EBITA on a similar basis

The effective tax rate is calculated by expressing tax before tax on exceptional
items and on amortisation of intangible assets (excluding computer software),
including the group’s share of associates’ and joint ventures’ tax on the same

basis, as a percentage of adjusted profit before tax

The Australian tax system attaches tax credits to dividends paid by
companies. This credit system eliminates the double taxation of company

profits. A liability to pay FDT arises when an entity has a deficit in its franking

account at the end of an income year. FDT is a prepayment of corporate
income tax and results in a credit to an entity’s franking account

Any governing body of a nation, state, region or district but not including
any commercial enterprises or financial institutions that may be controlled
by a government

Taxes such as VAT which are levied on consumption of specified goods rather

than on income

Organisation for Economic Co-operation and Development

Any amount of money required to be paid to a government, whether by law
or by agreement, including without limitation corporate income tax, excise
duties, property taxes, employment taxes, sales taxes, stamp duties and

any other required payments

Tax that a person or entity is obliged to pay to a government, directly or
indirectly, on that person’s or entity’s own behalf

SABMiller plc Our Approach to Tax 2016

25



SAB

MILLER

Further reports and contacts

1 Annual Report

For an overview of our markets and
operations, please refer to our annual report.
www.sabmiller.com/annualreport2016

2 Sustainable Development Report
For an overview of our sustainable
development approach and performance,
please refer to our Sustainable
Development Report 2016.
www.sabmiller.com/sdreport2016

3 Online

The Sustainable Development Report,
further case studies and more information
about our performance through the
Sustainability Assessment Matrix (SAM)
scorecards for our operations can

be found online.
www.sabmiller.com/prosper

Registered office

SABMiiller House

Church Street West

Woking, Surrey, England GU21 6HS
Telephone +44 1483 264000

Head office

One Stanhope Gate

London, England W1K 1AF
Telephone  +44 20 7659 0100

Investor relations

Telephone +44 20 7659 0100
investor.relations@sabmiller.com
Sustainable development
Telephone +44 1483 264134
sustainable.development@sabmiller.com

SABMiller ple
Registration No. 3528416

Cautionary statement

This document includes ‘forward-looking statements’ including those

that relate to SABMiller’s plans and expectations relating to its future tax
contributions, approach to tax and contributions to economic development.
These statements contain the words ‘anticipate’, ‘believe’, ‘intend’, ‘estimate’,
‘expect’ and words of similar meaning. Such forward-looking statements
involve a number of uncertainties because they are based on numerous
assumptions regarding SABMiiller’s future business performance and tax
liabilities, involving both known and unknown risks. These factors could
cause the tax contributions and approach of SABMiller to be materially
different from those envisaged in the forward-looking statements. Factors
which may cause differences between actual results and those expected
or implied by the forward-looking statements include, but are not limited to:
the outcome of the proposed transaction with Anheuser-Busch InBev SA/NV;
material adverse changes in the economic and business conditions in

the markets in which SABMiller operates; taxation policies; excise duties;
fluctuations in foreign currency exchange rates and interest rates; law

and regulation; and consumer demand and preferences.
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