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Country by Country Reporting – How technology will help more 
countries to obtain and make effective use of these reports 

The final report on BEPS Action 13 sets out revised standards for transfer pricing documentation, 

including a new requirement that MNEs should file an annual “Country-by-Country” report. These 

reports will provide information about the profits recognized and taxes paid in each country in which 

the MNE does business, along with information about the levels of economic activity giving rise to 

those profits and tax liabilities. While these reports cannot substitute for the detailed analysis required 

to establish the correct transfer price applicable to any particular transaction, they are an important 

step forwards in enabling countries to understand how the activities taking place in their jurisdiction 

fit into the global value chains that are central to the profitability of modern MNEs. This particularly 

true for countries that are principally recipients of foreign direct investment and in which few, if any, 

MNEs are domiciled, including less developed countries. Historically, a lack of understanding of how 

local operations relate to the global context has hampered the effective identification of transfer 

pricing risks in these countries. Country-by-country reporting will make it easier to identify cases in 

which taxpayers are part of value chains involving entities in low-tax jurisdictions that lack substance, 

or fail to add much value. 

The inclusion of country-by-country reports in the final Action 13 package was not uncontroversial. 

MNEs were concerned about the compliance burden involved and perhaps even more worried that the 

confidentiality of data they view as commercially sensitive could be compromised. There were also 

concerns that the data might be misinterpreted, or misused to impose arbitrary adjustments to reported 

profits that are inconsistent with the arm’s length principle1. Other commentators argued that the 

standard does not go far enough and that country-by-country reports should be made public and that 

the threshold of an annual turnover of €750 million below which MNEs do not need to report is set 

too high2. Faced with these conflicting views the authors of the Action 13 report probably have good 

reason to feel that they have struck the right balance in the package that they have put forward. But 

implementation will be key. As the final report acknowledges, several countries felt that the country-

by-country reports should contain more detailed transactional information. Consequently, the 

implementation of the new standards will be subject to review and the content of country-by-country 

reports in particular will be reassessed by the end of 2020.  

There are two key elements to successful implementation of country by country reporting. As MNEs 

will file the reports with their “home” jurisdiction, a secure mechanism for their transfer to other tax 

administrations is needed. Once the reports are received, the receiving tax administration needs to be 

able to maintain the confidentiality of the information and to make effective use of it. The importance 

of the security of the data is reflected in the implementation package published by the OECD3, which 

imposes specific technical requirements terms of the integrity of the systems used by a tax 

administration to store this data. Nonetheless, a number of concerned government, public policy, 

academic, and corporate stakeholders have identified data security, integrity, and interpretive risks 

that have yet to be fully mitigated.  

The OECD work on implementation has primarily centered on: 

                                                 
1 Euromoney International Tax Review, August 2015; Deloitte 2nd Annual BEPS Survey, May 2015 
2 See for example the comments of Action Aid : https://www.actionaid.org.uk/sites/default/files/publications/beps_-

_patching_up_a_broken_tax_system_0.pdf 
3http://www.oecd.org/ctp/transfer-pricing/beps-action-13-country-by-country-reporting-implementation-package.pdf 
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• The legal framework for inter-governmental data exchange (the tax treaty network) 

• The report content, filing requirement and timing (annual CbCR, master and local files) 

• The technical transmission system (3rd party secure transmission network provider)  

So, in addition to defining the standard itself, the OECD has directly addressed the first essential 

element of implementation, the means of transmission, both in terms of the legal authority for transfer 

of the data (which will be treaty based) and the technical mechanism for transfer of the data in a 

common format. It is also reasonable to assume that advanced tax administrations are in the process 

of addressing the second element of implementation: securing and using the data. Generally speaking, 

they will have mature IT systems that already meet, or even surpass, the technical security standards 

cited in the OECD implementation package. And in the OECD’s Forum on Tax Administration they 

have a ready means to share best practice in the use and interpretation of the data once it is received. 

But work done by the OECD with developing economies has highlighted the significant challenges 

they face if they are to secure and to make use of this data4. 

Ensuring that developing countries do obtain access to country-by-country reports reasonably soon 

and are able to make make effective use of them, matters. If by 2020 these reports have only been 

exchanged between advanced tax administrations, there is likely to be renewed pressure to relax the 

rules so that more countries can benefit. Certainly the NGOs that argue that these reports should be 

public anyway, will feel vindicated. And even before 2020, there is a risk that countries that fear they 

will not be able to meet the confidentiality and data security standards will act unilaterally, by 

imposing country by country reporting requirements in domestic law. Clearly will risk a proliferation 

of standards and requirements that the Action 13 package was designed to avoid. It also raises legal 

questions and risks conflict about the availability of data, much of which will not be in the possession 

or control of entities or employees of the MNE situated in the country in question. There is also no 

guarantee that the data will be used appropriately in the way that the Action 13 report sets out. For 

these reasons, multiple stakeholders have an interest in finding a solution that will enable more 

countries to access country-by-country reports, while conforming to the standards set out in the 

Action 13 final report. 

To address this challenge, the WU Global Tax Policy Centre5 has brought together a small group of 

these stakeholders to develop a possible approach that offers benefits to large corporate taxpayers and 

tax administrations alike, particularly those of developing countries. This has resulted in an outline 

solution that could enable the exchange of country-by-country reports by means of an infrastructure 

capable of assuring the MNE community that sensitive data will be protected and treated with sound 

understanding, while creating a level playing field among governments. At the heart of the proposed 

way forward is the notion that country-by-country reports could be received and managed on behalf 

of governments by a trusted third party, using a platform that would deliver the required security and 

manage access to the data in a fashion consistent with the standards outlined by the OECD. That 

platform would be augmented with elements, some of which could be delivered via the platform, 

designed to address the capacity building needs in terms of training tax administration staff to respect 

the confidentiality of the data and to use it appropriately. 

                                                 
4 Global Forum on transparency and exchange of information for tax purposes, automatic Exchange of Information: A 

roadmap for developing country participation final report to the G20 development working group 5 August 2014, ref: Page 

12 (link) 
5https://www.wu.ac.at/taxlaw/institute/gtpc/ 

http://www.oecd.org/tax/transparency/global-forum-AEOI-roadmap-for-developing-countries.pdf
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Provision of a shared solution for the management of country-by-country reports for multiple 

governments can benefit all stakeholders.  The envisioned solution would include an open software 

system, set of processes and training materials that enables secure storage, access and use of country-

by-country reports: 

• MNE's will have confidence that their confidential data is being retained in a system that uses 

security protocols that are consistent with industry best practice.  They will know that tax 

authority personnel have received consistent training on data interpretation and use prior to 

engaging in discussions relative to their transfer pricing value chain.   

• Tax authorities that do not already have substantial infrastructural assets can benefit through 

lower cost and faster access to country-by-country reports, built in data management and 

security, as well as enhanced staff understanding of the facts as reported.   

• Multinational policy institutions can benefit by enabling stronger global infrastructure and 

reliable information upon which to base future investment and policy decisions in a way that 

serves the stated objective of a level playing field for diverse governments. 

The solution is still being developed and the working group has identified additional areas where 

progress needs to be make in order to ensure risks are fully addressed: 

• There are no technical guidelines, universally accepted technical standards or tools identified 

for the storage and security of the data. A proliferation of data storage techniques and formats 

can only lead to a more complex system infrastructure and more opportunity for data leakage 

and theft, data exchange complexity, cost and confusion.  This can lead to a loss of global 

credibility as well as potentially confusing and illicit public disclosures. 

• The global nature of CbCR information is unprecedented to most tax administrations and a 

common and shared understanding of what the data means from a tax compliance perspective 

remains a work in progress.  Differing interpretations of the information are not only a likely 

source of cost for governments but also a potentially costly source of unnecessary information 

requests and audit exposure for corporations.  Lack of familiarity and differing 

representations of the data from country to country can exacerbate this risk.   

The working group is now engaging with multilateral bodies, corporations, institutes and associations, 

service providers, and other interested parties to develop an operational definition of and then procure 

the following shared assets for use by the global government community: 

• An open software based platform for data storage and security. 

• A governing body to sustain appropriate maintenance and oversight of the open intellectual 

property assets. 

• A best practice procedural guide to govern implementation and use of the technology and the 

information. 

• A training series, delivery infrastructure, and certification program appropriate to proper use 

of the open system. 
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The technical platform that is envisaged is intended for the free and voluntary use by the global 

government community as a public service provided by the stakeholders working on this project.  The 

proposal and the goals of the working group will serve to augment and extend he work of OECD and 

its signatory governments. 

The proposed technical platform could, in principle, benefit all tax authorities but, for the reasons 

already discussed, emerging and developing economies may find the approach particularly useful, 

given their limited capacity to access, interpret and secure the data. The platform would have the 

following key features: 

• The proposal is designed to address the gaps around administrative practice with workflow 

capabilities for the receipt, security, access and interpretation of country-by-country reports.  

• Gaps around information access and security would be addressed via a secure shared software 

facility; this could be hosted and made available centrally, regionally or be installed locally at 

individual country tax administrations.  

This would enable industry best 

practice around data access and 

security, combined with an 

architecture compatible with the 

OECD security and data transmission 

standards, to be applied uniformly 

with tax administration data access 

provided via a browser, and governed 

by a Board of diverse and sustainable 

public institutions. 

 

 

• Gaps around auditor capacity and skills needed to understand the facts as disclosed by the 

multinational corporations would be addressed, as part of the proposal.  The improved 

understanding will reduce the chance of data misinterpretation through a combination of on-

line training on how to use the system to access information, and through enhanced 

presentation of the reported information – such as making clearly evident data elements such 

as currency, accounting standards and fiscal year end.   

The current thinking is that the solution would be modular, open source and provisioned to the 

developing economies as a service, either as common installable software or as a hosted solution.  The 

solution design would be flexible enough to work with a range of systems already used by countries, 

or by countries with very limited IT capabilities and would provide API’s to allow for the integration 

of additional functionality developed by 3rd parties. 

The solution as envisioned would provide a system for developing and emerging economies which 

individually cannot afford to invest in a new platform to manage country-by-country reports to the 

standards set by the OECD.  It would support and provide a shared endpoint for country receipt of 

information via the OECD contracted 3rd party provided network for automatic exchange of 

information.   Countries using the system would enjoy a higher level of data and user security than 

they could provide themselves.  This higher standard of diligence and care around data privacy would 

also be supported through enforcement of best practices and application of industry proven security 
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protocols.  For those tax administration personnel accessing the information, on-line training modules 

would help provide a minimum level of familiarity around the data as reported, potentially reducing 

unnecessary audit activity from simple misinterpretation.  Training would include both technical 

system usage topics as well as topics related to data interpretation and use.   A simple browser 

interface for system access would be provided and could also provide links to advanced interpretive 

training, provided for example by the World Bank or the OECD.  Multinationals would gain 

confidence that their data was appropriately and securely managed while policy institutions and 

governments would have a means to provide basic understanding of the facts disclosed in the reports, 

as well as a location for raising basic understanding and linking directly to advanced training for their 

staff. 

The software underlying these capabilities would be deployed as a standard means by which tax 

administrations could manage the reports.  The technical challenge of defining such a system and 

provisioning it for use is not expected to be particularly significant.  The primary challenge is not 

technical, it is bringing diverse stakeholders together around the need for a shared and open resource 

and the effective governance model to support the system over time. That is the challenge that the 

WU Global Tax Policy Centre is addressing now, building on the progress it has already achieved 

with an initial group of stakeholders and widening the group to ensure it is truly representative of the 

parties that stand to benefit. 

Country by Country Reporting – Implementation 
 
On June 29, 2016, the OECD released guidance on implementation of CbCR. The guidance addressed 

two important issues: 

 

 transitional filing options for MNEs 

 the impact of exchange rate fluctuations on the agreed €750 million filing threshold for MNE 

groups, among other topics.  

 

The EU has also been active in this area. On May 25, 2016, the EU Council adopted CbCR measures 

as part of EU Directive 2016/881 on the automatic exchange of information. The EU Directive is 

intended to facilitate CbCR across EU member states. 

 

On June 29, 2016, IRS and Treasury released the final CbCR Regulations (TD 9773, Reg. 1.6038-4), 

which apply to tax years of ultimate parent entities of U.S. MNE groups that begin on or after June 

30, 2016, where the MNEs have revenue for the preceding annual accounting period of $850 million 

or more. 

 

On December 5, 2016, the OECD released updated guidance on  the implementation of country-by-

country (CbC) reporting under BEPS Action 13.6 The guidance provides answers to the certain 

reporting questions: 

 Transitional filing options for multinational enterprises (MNEs) ("parent surrogate filing"). 

 The application of CbC reporting to investment funds. 

                                                 
6 http://www.oecd.org/tax/beps/guidance-on-the-implementation-of-country-by-country-reporting-beps-
action-13.pdf 

http://www.oecd.org/tax/beps/guidance-on-the-implementation-of-country-by-country-reporting-beps-action-13.pdf
http://www.oecd.org/tax/transfer-pricing-documentation-and-country-by-country-reporting-action-13-2015-final-report-9789264241480-en.htm


 

6 

 

 The application of CbC reporting to partnerships. 

 The impact of currency fluctuations on the agreed €750 million CbC reporting filing threshold. 

 

The December 5th guidance adds China, Hong Kong, and Nigeria as countries that intend to have 

parent surrogate filing available for fiscal periods that begin on or from January 1, 2016. 

 

The OECD also released a database containing information regarding CbCR implementation by 

various countries to date.7 Viewers are able to assess what steps countries have taken. Overall, Action 

Plan 13 has been met with active involvement by governments, tax authorities and businesses around 

the globe. Governments from all around the world are implementing some form of Action Plan 13 in 

their domestic legislation.  

 

                                                 
7 http://www.oecd.org/tax/automatic-exchange/country-specific-information-on-country-by-country-
reporting-implementation.htm 

http://www.oecd.org/tax/beps/guidance-on-the-implementation-of-country-by-country-reporting-beps-action-13.pdf
http://www.oecd.org/tax/automatic-exchange/country-specific-information-on-country-by-country-reporting-implementation.htm

