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Sophie’s Dream is committed to sustainability. In fact, there is a specific department 
on Corporate Social Responsibility (CSR) in the organization chart. This CSR department 
directly reports to the CEO of company in UK’s headquarters. 

As the textile industry (main activity of Sophie’s Dream) is globalized and it is not 
always applicable a differentiation strategy based on prices, the company has decided 
a strategic policy based on CSR.  

Mrs. Alexandra Phells is the head of the CSR department, She is responsible for the 
design of CSR strategy of the company, which is developed on the basis of Global 
Reporting Initiative (GRI) guidelines. As an outcome of their sustainable behaviour, 
Sophie’s Dream prepares and discloses each year their GRI sustainability report. Mrs. 
Phells personally reviews the information disclosed and focusses on the fulfilment of 
the principles that define a high quality report: 

1. Balance. The report should present all features, positive and negative, of the 
company’s performance.  

2. Comparability. The report should be consistent over time and comparable to 
other organization reports. 

3. Accuracy. The report should be clear, accurate and detailed to be 
understood by the stakeholders. 

4. Timeliness. The report should be disclosed on time, following a periodical 
schedule. 

5. Clarity. The report should be easily available, understandable and accessible 
to stakeholders. 

6. Reliability. The report should guaranty an adequate procedure to gather, 
record, compile, analyze and disclose of sustainable information. 

 

Because of Sophie’s Dream real commitment to sustainability and how they report on 
this topic, the company has been nominated last year as the “Transparent Enterprise 
2018”.  



The head of the CSR department is aware of the visibility that this nomination 
represents for the company. She has asked the CEO of the company to transmit to 
subsidiaries and all staff the challenge and risks that this visibility and a transparency 
strategy carries on. To assess all strategic decisions of the company under an ethical 
and sustainability behaviour, Mrs. Phells has been invited to participate in the next 
managerial meeting in which the tax policy of Sophie’s Dream is going to be decided. 

There are three hot proposals on the table and Mrs. Alexandra Phells was requested 
to analyse and to qualify them. To this end, she meets with her team to prepare a 
report to present in the meeting. She would like to focus the work of her team and 
the final report on the two questions that she considers as most relevant: 

- how the new tax policy is going to be assessed by the different stakeholders 
of the company?  

- what would be the effect of putting into practice the tax proposals on the 
principles applied for the sustainability reports?. 

 

You are a member of the team that has to prepare the draft of the report to be 
discussed with Mrs. Phells.  

Annex – Tax policy 

 

First objective: reduction of tax rate for royalty fees 

Target country: Netherlands 

Current Sophie’s company/subsidiary affected: SDLux SARL (Luxembourg). 

Netherlands has a flexible tax system and, even more, the country has lately reduced 
the corporate tax rate that now is below the European Weighted Average Corporate 
Tax Rate (EWACTR).  

Creating a new corporate framework in which Sophie’s retail branches pay royalties 
to a Dutch subsidiary, the profit will be taxed at a lower rate than in the countries in 
which the activity is really developed. For instance, if Sophie’s Dream subsidiary in 
Portugal pays a royalty to Sophie’s in Netherlands, it is moving profits from Portugal to 
Netherlands, where the tax rate is lower. 

 

Second objective: reduction of tax pressure 

Target country: Ireland 

Current Sophie’s company/subsidiary affected: SDSub-France SAS; SDSub-Germany 
GmbH; SDSub-Spain LLC; SDSub-Italy Srl. 

The current corporate tax rates in the different countries involved in this proposal are: 
France, 33.3%; Germany, 29.8%; Spain, 25%; Italy, 24%; and Ireland, 12.5%.  



Before the application of this proposal, subsidiaries manufactured and sold eco-
fashion to selected/exclusive department stores. After the application of this proposal, 
the e-manufacturing part of the process will be moved to Ireland and the physical 
manufacturing part of the process will remain in France, Germany, Spain and Italy. 
These countries will bill costs to the Irish Sophie’s company that will be the one billing 
the aforementioned selected/exclusive department stores. Profit will arise in Ireland 
and will support less tax pressure. 

Add a simple example? 

Third objective: opacity on tax information 

Target country: Switzerland 

Current Sophie’s company/subsidiary affected: Sophie’s Dream Financing ltd (Austria). 

Switzerland is a tax paradise. Besides having tax rates below the European Weighted 
Average Corporate Tax Rate (EWACTR), opacity in this country is a key point when 
designing a tax policy. There is no obligation to disclose corporate financial information 
from companies operating in Switzerland. So, moving the group financing company, 
currently in Austria, to this country would offer flexibility and will facilitate financial 
redeemable and other financial movements. 

 

 


