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European Parliament committees endorse political agreement on public
Country-by-Country Reporting

Public Country-by-Country Reporting — Tax Transparency — European Parliament

On June 14, 2021, the European Parliament Committees on Economic and Monetary Affairs
(ECON) and Legal Affairs (JURI) approved the compromise text on the introduction of EU public
country-by-country reporting, which was agreed upon by the Council of the EU and the European
Parliament following the final trilogue meeting on June 1.

Background

In April 2016, the European Commission presented a proposal on public Country-by-Country
Reporting requirements for Multinational groups headquartered in the EU with a total
consolidated group revenue of at least EUR 750 million (the “public CbCR Directive” or “the
Directive”)

The initiative was in deadlock due to disagreements on its legal basis, until a breakthrough was
achieved in February 2021 in the Council of the EU, as a result of certain countries changing
their previous position and agreeing to support the proposal. The Council and the European
Parliament approved on March 3 and March 4, 2021 respectively, mandates for their respective
negotiating positions in anticipation of the start of interinstitutional negotiations (so-called
“trilogue”) on the Directive.

On June 1, 2021, the Council of the EU and the European Parliament, following the third trilogue
meeting, announced that they reached a provisional political agreement on the public CbCR
Directive — see a KPMG TaxNewsflash. The compromise text was subsequently approved, on



https://home.kpmg/us/en/home/insights/2021/06/tnf-eu-political-agreement-public-cbc-reporting-requirements.html

June 9, by Member State representatives in Coreper (the Permanent Representatives
Committee).

ECON / JURI vote

The compromise text of the public CbCR Directive was approved in a joint ECON / JURI meeting
on June 14, 2021.

The agreed upon rules would require multinational entities, whether headquartered in the EU or
outside, with a total consolidated revenue of more than EUR 750 million (in each of the last two
consecutive financial years) and that are active in more than one country, to publish income tax
information in each EU Member State, as well as in each third country listed on:

- the EU list of non-cooperative jurisdictions (Annex | of the EU Council conclusions on
non-cooperative jurisdictions), or

- the “Grey List” list (Annex Il or cooperative jurisdictions that are being monitored by the
EU) for two consecutive years.

Next steps

In terms of next steps, the EU Council would adopt its position at first reading, following the
standard legal linguistic check. The European Parliament is expected to approve the Council’s
position after the summer recess.

Next, the Directive would be published in the Official Journal of the EU and would enter into force
on the 20th day following the date of its publication. EU Member States would have 18 months
to transpose the Directive into national law.

The transposition deadline and date of application therefore would depend on the date when the
Directive is official adopted and published. For example, if the final text enters into force on
October 1, 2021, Member States would have until April 1, 2023 to transpose the Directive into
local law and the rules would become applicable from April 1, 2024. EU Member States could
nevertheless choose to apply the rules earlier than the set deadline.

EU Tax Centre Comment

The compromise text includes the agreed-upon versions of several elements on which the
Council and Parliament negotiation positions diverged prior to the start of the trilogue. Among
others, the parties agreed to an amended “safeguard clause”, under which companies might
defer the disclosure of commercially sensitive information for a maximum of five years. This
represents a reduction from the six-year time frame initially proposed by the Council and does
not include the Parliament’s request that local authorities should pre-approve the deferral and
that Member States should transmit the omitted information, confidentially, to the Commission.

Further, the provisional agreement includes a mandatory requirement that auditors state whether
an undertaking is required to report and, if so, whether the data was disclosed in compliance with
the Directive’s publication and accessibility rules. The text is a compromise between the
Council’s position (whereby the audit requirement was an optional provision that Member States
could, but were not required to, implement) and the Parliament’s proposal to also require a
statement on the content of the report.


https://www.europarl.europa.eu/meetdocs/2014_2019/plmrep/COMMITTEES/CJ29/AG/2021/06-14/1233921EN.pdf

Based on a review clause included in the compromise text, the Commission will analyze the
impact of the Directive (four years after its transposition) and consider potential changes to
improve its effectiveness. In particular, the Commission is expected to assess the impact of
several key points that were subject to negotiation during the trilogue process, including
presenting the income tax information for all third countries on a country-by-country basis, the
data points to be included, as well as the impact of the safeguard clause.

The press release announcing the ECON / JURI endorsement reiterates the Parliament’s
position on disclosing third country data and their commitment to working towards extending the
requirement to report data on a disaggregated basis in respect of all non-EU countries.

Should you have any queries, please do not hesitate to contact KPMG’s EU Tax Centre, or, as
appropriate, your local KPMG tax advisor.

Raluca Enache
Director, KPMG’s EU Tax Centre
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You have received this message from KPMG’s EU Tax Centre. If you wish to unsubscribe, please

send an Email to eutax@kpmg.com.

If you have any questions, please send an email to eutax@kpmg.com

You have received this message from KPMG International Limited in collaboration with the EU Tax
Centre. Its content should be viewed only as a general guide and should not be relied on without
consulting your local KPMG tax adviser for the specific application of a country's tax rules to your
own situation. The information contained herein is of a general nature and is not intended to
address the circumstances of any particular individual or entity. Although we endeavor to provide
accurate and timely information, there can be no guarantee that such information is accurate as of
the date it is received or that it will continue to be accurate in the future. No one should act on such
information without appropriate professional advice after a thorough examination of the particular
situation.

To unsubscribe from the Euro Tax Flash mailing list, please e-mail KPMG's EU Tax Centre mailbox
(eutax@kpmg.com) with "Unsubscribe Euro Tax Flash" as the subject line. For non-KPMG parties
— please indicate in the message field your name, company and country, as well as the name of
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your local KPMG contact.

KPMG's EU Tax Centre, Laan van Langerhuize 9, 1186 DS Amstelveen, Netherlands
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