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Background

On 19 July 2013 the OECD released an Action Plan on 
Base Erosion and Profit Shifting (BEPS). One of the 15 
specific actions was to re-examine transfer pricing (‘TP’) 
documentation with a deadline of September 2014. The 
Action Plan outlines that the re-examination seeks to increase 
transparency and ‘include a requirement... to provide all 
relevant governments with... information on... global allocation 
of the income, economic activity and taxes paid among 
countries according to a common template’. Accordingly, the 
concept of Country-by-Country (‘CbC’) reporting was born.

On 30 January 2014, a public consultation document 
Discussion Draft on Transfer Pricing Documentation and CbC 
Reporting was issued. Any comments are to be submitted by 
23 February 2014.

The draft reporting template would require information with 
respect to each entity in a multinational group (i.e. the parent 
and all associated enterprises – including PEs with separate 
income statements).

Why

The CbC template is hoped to be helpful tool for tax risk 
assessment processes but is not intended to replace a full TP 
analysis.

The template will likely be included as part of the ‘master file’.

Potential impact for you

If the proposed template is adopted, each tax authority involved 
in a multinational company will be able, for the first time, to 
easily see its share of the total profits and tax and to perform a 
crude profit split that may  be  used  to  challenge  the   
TP outcomes.

Multinational groups will need to consider how best to identify 
and manage the risk of misinterpretation. KPMG can assist 
with risk reviews, and in adopting mitigation strategies through 
improvements to TP policies, enhanced documentation, and 
assurance over implementation.

CbC Reporting is coming and multinational groups should 
be considering how to prepare for this new type of reporting 
requirement.

Transfer Pricing Contacts:

On a page... Country by Country Reporting
OECD released on 30 January 2014 a draft discussion document on the  
future of TP documentation
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In a nutshell

The guidelines contained within the Discussion Draft document 
are intended to replace the existing OECD Guidelines on TP 
documentation. The draft proposals indicate that multinational 
groups will face a material increase in their TP compliance 
burden.

The draft document re-affirms a two-tiered approach to TP 
documentation: a ‘master file’ containing standardised information 
for all members of  the multinational group; and  a ‘local file’ 
containing specific information relating to the local tax payer.

However, the biggest proposed change is that unlike the existing 
guidelines, the Discussion Draft proposes that a mandated list 
of documents would be required to be included with a group’s 
TP documentation file. This includes a proposed CbC reporting 
template which would require significant amounts of detailed 
financial information being collated and reported.

Proposed contents of CbC reporting template

1 Place of effective management
Based on Article 4 of OECD Model Tax Convention

2
Business Activity code
The Discussion Draft provides 10 classifications of 
business activity (i.e. R&D, finance, holding company 
etc.).

3
Turnover and Profit before Tax
To be taken directly from statutory accounts (or, if not 
prepared, audited accounts or management accounts).

4 Cash income tax paid in country of effective 
management

5 Cash income tax paid in all other countries

6
Total withholding taxes paid
The total amount of withholding taxes incurred in 
respect to payments received from other entities.

7 Stated capital and accumulated earnings
As reported in the entity’s year-end balance sheet.

8
Number of employees
The total number of employees on the entity’s payroll 
on last day of the fiscal year, regardless of location.

9
Total employee expense
Including all non-cash payments (e.g. employee option 
schemes).

10
Tangible assets
Book value of tangible assets on the entity’s year-end 
balance sheet.

11
Intercompany payments
Total amount of royalties, interest and service charges paid 
and received by the entity to/from other group entities.
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OECD report 
12 February 2013

The OECD releases its widely anticipated report 
which suggests strategies for consideration at the 
G20 to address what the report calls ‘Base Erosion 
and Profit Shifting’(BEPS) by multinationals 

Concerns have been voiced by a wide range of stakeholders 
that MNC’s are taking advantage of differences in the 
domestic tax regimes of the jurisdictions in which they 
operate to erode the tax base of higher tax jurisdictions and 
to shift profits to jurisdictions with little local substance where 
little or no tax is paid on the profits. The report will be reviewed 
by the G20 at its February summit. 

Many stakeholders have voiced concerns that such practices 
undermine public confidence in the ‘fairness’ of a tax system 
and potentially also undermine taxing authorities’ efforts to 
maintain tax compliance.

The debate on ‘fairness’ is focussed largely on the 
international tax structures in use by businesses which are 
adopting new business models. With Ireland’s economy and 
its economic policy firmly rooted in new business models 
which are rich in value derived from intangible assets, the 
suggestions in the OECD report are of interest to Irish 
businesses conducting business internationally.

If the OECD report is endorsed by the G20, which is expected 
at its 14 February summit, implementation of the OECD 
suggestions will likely change the scope of tax reporting and 
tax payment obligations of Irish based businesses conducting 
international business.

The call for the OECD to produce this report ‘Addressing Base Erosion 
and Profit Shifting’ has emerged from the international debate on the 
taxation of profits of multinational corporations (MNC’s). 

If the OECD report is endorsed by the G20, which is expected 
at its 14 February summit, implementation of the OECD 
suggestions will likely change the scope of tax reporting and 
tax payment obligations of Irish based businesses conducting 
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What is BEPS? 

BEPS refers to tax planning strategies resulting in little or no overall 
corporate tax being paid, due to the use of gaps and mismatches in tax 
rules.

At the request of G20 Finance Ministers, in July 2013, the Organization 
for Economic Co-operation and Development (OECD) launched an  
Action Plan on BEPS in order to fight tax evasion and aggressive tax 
planning. 

Are BEPS strategies illegal? 

In most cases, BEPS strategies merely take advantage of current rules. 
These rules, however, are not always in line with today’s global 
environment, where there is an increasing focus on intangibles and risk 
management.

From the OECD’s perspective, BEPS strategies, although legal, should be 
fought for several reasons. First, because such strategies are said to 
distort competition. Second, they could in certain circumstances lead to 
inefficient allocation of resources by influencing investment decisions 
by favouring activities that have lower pre-tax rates of return, but higher 
after-tax returns. Finally, it is an issue of fairness: when taxpayers 
(including ordinary individuals) see multinational corporations legally 
avoiding income tax, it undermines voluntary compliance of all taxpayers.

What does the BEPS Action Plan say?

As many BEPS strategies take advantage of the interactions of cross 
border tax rules, the OECD Plan sets forth 15 actions to address BEPS 
in a comprehensive international and coordinated way. These actions 
recognize the importance of setting new international tax standards 
based on three core principles: coherence, substance, and 
transparency.

Base Erosion and Profit Shifting (BEPS) is a worldwide 
project to modernize the international tax system.  
It will likely have an impact on the majority of 
multinational enterprises.

A coordinated action 
plan from the OECD 
against Base Erosion 
and Profit Shifting 



What actions will be carried out in the context of BEPS?

Basically, the idea is to amend the prevailing international tax standards 
with a new set of tax rules (that will close unintentional loopholes that 
previously allowed organizations to benefit from double non taxation) 
through an international comprehensive and coordinated approach.

The BEPS project will possibly impact both the domestic law of each state 
and the provisions of the double tax treaties. 

The timeline of the BEPS Action Plan is extremely ambitious, with the 
first outputs released in September 2014 and the completion of the project 
expected by the end of 2015, depending on the various actions  
(see below).

September 2014

 Action 1 (Report tax challenges of the digital economy)
 Action 2 (Neutralize the effects of hybrid mismatch arrangement)
 Action 5 (Review of country regimes to counter harmful tax practices)
 Action 6 (Prevent treaty abuse)
 Action 8 (Change on transfer pricing regarding intangibles – step 1)
 Action 13 (Change on transfer pricing regarding documentation requirements)
 Action 15 (Report on development of the multilateral instrument)

December 2015

 Action 4  (Change on transfer pricing to limit base erosion by interest deduction and other financial payments)
 Action 5  (Revision of existing criteria to counter harmful practices)
 Action 15  (Development of the multilateral instrument)

September 2015

 Action 3  (Strengthen controlled foreign companies (CFC) rules)
 Action 4  (Limit base erosion via interest deduction and other financial payments)
 Action 5  (Expand participation of non-OECD members to counter harmful practices)
 Action 7  (Tax Treaty to prevent artificial avoidance of permanent establishment (PE) status)
 Action 8  (Change on transfer pricing regarding intangibles – step 2)
 Actions 9 &10  (Change on transfer pricing regarding risks and capital and other high risk transactions)
 Action 11  (Recommendations regarding data on BEPS to be collected and analyzed)
 Action 12  (Require taxpayers to disclose their aggressive tax planning arrangements)
 Action 14  (Tax treaty measures to make dispute resolution mechanisms more effective)
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What should I do to anticipate BEPS?

In such a constantly evolving tax environment, it is crucial for businesses 
not only to fully understand the current tax debate, but also to consider 
and anticipate any potential impact on existing structures or on future 
transactions. 

What are the key questions to which multinational enterprises should 
seek answers? 

• How are the various countries reacting to BEPS? 
• How might BEPS affect my business?
• Are the transactions and structures in place or in progress “BEPS 

compliant”? 
• What is the best possible tax strategy for my company in the future? 
• Am I prepared to communicate on these tax strategies?

In order to help you answer these questions and address this challenge in 
the most timely and efficient way, KPMG has put together  
a dedicated BEPS team (both in Luxembourg and at KPMG Global level).
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