Case Id: db6a6b72-e0b0-45a3-8a96-60da3145e53f
Date: 09/09/2015 17:58:09

BANKING AND FINANCE

Public consultation on further corporate
tax transparency

Fields marked with * are mandatory.

Introduction

Please note: In order to ensure a fair and transparent consultation process only responses
received through our online questionnaire will be taken into account and included in the
report summarising the responses. Should you have a problem completing this questionnaire
or if you require particular assistance, please contact
fisma-further-corporate-tax-transparency@ec.europa.eu.

More information:

® on this consultation
® on the protection of personal data regime for this consultation B

Fighting tax evasion and avoidance is essential to secure greater fairness and economic
efficiency in the EU’s internal market. The public has become more sensitive to tax fairness
issues in the context of increased pressure on public finance at times when large multinational
enterprises can reduce the amount of corporate income tax to single-digit percentages.
Corporate income tax avoidance is thought to deprive EU Member States’ public budgets of
billions of euros every year.


http://ec.europa.eu/finance/consultations/2015/further-corporate-tax-transparency/index_en.htm
http://ec.europa.eu/finance/consultations/2015/further-corporate-tax-transparency/docs/privacy-statement_en.pdf

Aggressive tax planning, harmful tax regimes and tax fraud all rely on an environment of
opacity, complexity and non-cooperation. Taxation is at the core of countries’ sovereignty, and
the interaction of different national tax rules remains a source of discrepancies and frictions.
This may lead to harmful tax competition. Some enterprises rely on the complexity of tax rules
and the lack of cooperation between Member States to shift profits in order to minimise their
taxes. Large multinational companies may engage in aggressive tax planning due to their
presence in several jurisdictions, which SMEs and natural persons typically do not have. This
can lead to distortions of the internal market and the level playing field between taxpayers.

On 18 March 2015, the Commission presented a package of measures to boost tax
transparency, concentrating on the most urgent issues and including a proposal for the
automatic exchange of information on cross-border tax rulings between Member States. The
package is complemented by the Action Plan adopted on 17 June. The main objective of the
initiative is to explain the Commission’s vision for a fair and efficient corporate tax system in the
EU and beyond.

The Commission wants to move to a system on the basis of which the country where a
business’ profits are generated is also the country of taxation (see A New Start for Europe:
Political Guidelines for the next European Commission - July 2014). An impact assessment is
being prepared under the aegis of the Communication and Action Plan to assess whether and
how further corporate tax transparency, exposing enterprises to more intense scrutiny on the
part of authorities or by different stakeholders, would contribute to this objective. Such scrutiny
would rely on information being made available either to tax authorities or to the public. More
specifically, it could ensure compliance with tax laws, dis-incentivise tax avoidance and
increase pressure on States to take appropriate measures. The corresponding detailed
objectives would be:

1. To increase pressure on enterprises to geographically align taxes paid in a country with
actual profits, through enhanced scrutiny and decisions of either citizens or tax authorities
(“enterprises should pay tax where they actually make profit”);

2. To increase public or peer pressure on countries to take measures that contribute to more
efficient and fairer tax competition between Member States, thus ensuring that the country
where profits are generated is also the country of taxation (“Member States should stop
harmful tax competition”);

3. To assist tax authorities in orienting their tax audits in view of targeting tax evasion and
avoidance, i.e. business decisions whereby tax liabilities are circumvented (“help tax
authorities orientate their audits on enterprises”);

4. To align corporate tax planning practices with multinational enterprises’ own commitment
/ statement to corporate responsibility, such as their contribution to local and social
development (“enterprises should act as they communicate in terms of contribution to
welfare through taxation”);

5. To ensure that enterprise structures and investments are more founded on economic
motivations and not exclusively on corporate tax-related motivations (“enterprises should
structure their investments based on real economic reasons, not just to avoid taxes”);

6. To remedy market distortions based on corporate intransparency and multinational
companies’ comparative advantage over SMEs when engaging in aggressive tax planning
(“fairer competition between multinational enterprises and SMEs”)

This consultation will help the Commission gather and analyse the necessary evidence to
determine possible options to attain those objectives.


http://ec.europa.eu/priorities/docs/pg_en.pdf
http://ec.europa.eu/priorities/docs/pg_en.pdf

Transparency on taxes paid to governments, in the form of country by country reporting,
already exists for financial institutions established in the EU under the Capital Requirement
Directive' with a view to regain trust in the financial sector. Large extractive and logging
industries will also soon have to report their payments to governments on a country-by-country
basis under the Accounting Directive® and the Transparency Directive®. The latter aims mainly
to allow local communities of resource-rich countries to know about payments made to their
governments, so that these can be better held to account.

The increased public concern regarding fair taxation in today’s difficult economic environment
is also felt beyond the European Union. Base erosion and profit shifting (BEPS) have
preoccupied governments around the world. OECD and G20 countries will finalise by the end
of 2015 a 15-point Action Plan on these issues as part of a BEPS Project. Once agreed, it
should lead in the coming years to legal requirements in each participant jurisdiction and to tax
treaties, possibly including a multilateral instrument — however, it must be noted that OECD
and G20 countries are not obliged to follow or implement the recommendations of the BEPS
project, and that not all EU Member States are OECD members. Some of the
recommendations will be connected to corporate transparency (e.g. actions 5, 12, 13).
Assuming that all G20 and OECD countries will implement BEPS action 13 on
country-by-country reporting, very large multinational enterprises with turnover above €750m
would have to provide a Country-By-Country Report (CBCR) to the relevant tax authority from
2017 onwards. Tax authorities would then share the CBCR submitted to them with the
objective to perform a more substantial risk assessment in the area of transfer pricing. The
information provided would not be available to the public.

This consultation wants to gather views in particular on the following:

® Transparency by whom? Transparency could be required from different kinds of
companies, varying e.g. in size, location and extent of cross-border business. Light has
been shed recently on cases involving non-EU multinational enterprises operating through
branches or subsidiaries in the EU. A key question is whether these enterprises should, if
feasible, be covered by any EU attempt to extend corporate tax transparency. In view of
this, the consultation aims inter alia to examine the risks implied by a distorted level playing
field between EU and non-EU enterprises.

® Transparency towards whom? Enhanced transparency could be vis-a-vis tax authorities
or could include the wider public.

® Transparency of what type of information? The type of information to be disclosed
might concern tax rulings, CBCR, statements or other types of information given by
enterprises - there is a range of possibilities in terms of the degree of detail and scope of
information that could be sought.

This consultation document sets out a number of tentative options. One of the key questions to
be considered in relation to these options is whether (i) to follow up or implement the new
OECD recommendation in the context of action 13 either at national or EU level which would
mean to improve information exchange between tax authorities and (ii) whether to disclose
certain tax information to the public, for example by extending requirements on
country-by-country reporting currently in place for financial institutions to all other sectors.
Respondents are encouraged to propose other relevant options if they wish. This public
consultation also seeks views on the potential impact of enhanced tax transparency.


http://www.oecd.org/ctp/beps.htm

1 Art 89 of the Directive 2013/36/EU of the European Parliament and of the Council 26 June 2013 on
access to the activity of credit institutions and the prudential supervision of credit institutions and
investment firms, amending Directive 2002/87/EC and repealing Directives 2006/48/EC and 2006/49/EC

2 Chapter 10 of Directive 2013/34/EU of the European Parliament and of the Council of 26 June 2013 on
the annual financial statements, consolidated financial statements and related reports of certain types of
undertakings, amending Directive 2006/43/EC of the European Parliament and of the Council and
repealing Council Directives 78/660/EEC and 83/349/EEC

3 Article 6 of Directive 2004/109/EC of the European Parliament and of the Council of 15 December 2004
on the harmonisation of transparency requirements in relation to information about issuers whose
securities are admitted to trading on a regulated market and amending Directive 2001/34/EC

Glossary


http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32013L0036
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32013L0036
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32013L0036
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32013L0034
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32013L0034
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32013L0034
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32004L0109
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32004L0109
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32004L0109

Aggressive tax planning (see also: Tax planning):

In the Commission Recommendation on aggressive tax planning (C(2012) 8806 final),
aggressive tax planning is defined as “taking advantage of the technicalities of a tax
system or of mismatches between two or more tax systems for the purpose of reducing tax
liability. Aggressive tax planning can take a multitude of forms. Its consequences include
double deductions (e.g. the same loss is deducted both in the state of source and
residence) and double non-taxation (e.g. income which is not taxed in the source state is
exempt in the state of residence)”.

Base Erosion and Profit Shifting (BEPS Project):

Tax planning strategies that exploit gaps and mismatches in tax rules to artificially shift
profits to low or no-tax locations where there is little or no economic activity, resulting in
little or no overall corporate tax being paid. The OECD has developed specific actions to
give countries the tools they need to ensure that profits are taxed where economic
activities generating the profits are performed and where value is created, while at the
same time giving enterprises greater certainty by reducing disputes over the application of
international tax rules, and standardising requirements.

Tax avoidance:
According to the OECD glossary of tax terms, tax avoidance is defined as the
arrangement of a taxpayer’s affairs in a way that is intended to reduce his or her tax
liability and that although the arrangement may be strictly legal is usually in contradiction
with the intent of the law it purports to follow.

Tax evasion:
According to the OECD glossary of tax terms, tax evasion is defined as illegal
arrangements where the liability to tax is hidden or ignored. This implies that the taxpayer
pays less tax than he or she is legally obligated to pay by hiding income or information
from the tax authorities.

Tax planning (see also: Aggressive tax planning):
According to the OECD glossary of tax terms, tax planning is an arrangement of a
person’s business and/or private affairs in order to minimize tax liability.

Tax ruling:
It entails any communication or any other instrument or action with similar effects, by or on
behalf of the Member State regarding the interpretation or application of tax laws: Under
this definition, all sorts of rulings are covered irrespective of its qualification within a
Member State. The definition is therefore not limited to those communications in which
there is exercise of discretion by a tax authority.

1. Information about you

% Are you replying as:
) a private individual
@ an organisation or a company
' a public authority or an international organisation



% Name of your organisation:

The Federation of European Accountants

Contact email address:

The information you provide here is for administrative purposes only and will not be published

paul.gisby@fee.be

% Is your organisation included in the Transparency Register?
(If your organisation is not registered, we invite you to register here, although it is not
compulsory to be registered to reply to this consultation. Why a transparency register?)

@ Yes
~ No

% If so, please indicate your Register ID number:

4713568401-18

% Type of organisation:

) Academic institution ) Company, SME, micro-enterprise, sole trader
) Consultancy, law firm ) Consumer organisation

@ Industry association © Media

) Non-governmental organisation ! Think tank

) Trade union ) Other

« Where are you based?

Other country

% Please specify your country:

We are based in Belgium but we are a European body representing 47
professional institutes of accountants and auditors from 36 European

countries, including all of the 28 EU Member States

% Do you represent interests or carry out activity at:
) National level (your country only)
@ EU level
International level
) Other


http://ec.europa.eu/transparencyregister/public/homePage.do?locale=en
http://ec.europa.eu/transparencyregister/public/staticPage/displayStaticPage.do?locale=en&reference=WHY_TRANSPARENCY_REGISTER

* Field of activity or sector (// applicable):
at least 1 choice(s)

Accounting

Auditing

[7] Business

[C] Investment management

Reporting

Tax

[C] Other

[C] Not applicable

Q Important notice on the publication of responses

% Contributions received are intended for publication on the Commission’s website. Do you
agree to your contribution being published?
(see specific privacy statement @)
@ Yes, | agree to my response being published under the name | indicate (name of your
- organisation/company/public authority or your name if your reply as an indiviadual
) No, I do not want my response to be published

2. Your opinion

Introductory questions


http://ec.europa.eu/finance/consultations/2015/further-corporate-tax-transparency/docs/privacy-statement_en.pdf

x1.

In terms of corporate tax transparency, which of the following assertions

would you support?

a. Current tax transparency requirements in the EU are sufficient (/7 #re £U, enterprises have

lo make public their annual financial statement and consolidated financial statement which contains limited

_. Information on taxes. In addition, a country-by-country reporting has to be prepared and made public by

" extractive and forestry industries under the Accounting and Transparency Directives. And finally, financial

/nstitutions have to prepare and make public annually a country-by-country reporting under the Capital

Requirement Directive)

b. The EU should try to achieve that further transparency initiatives are taken at

) international level, but it should not act alone and should leave the implementation to

Member States

c. The EU should implement international initiatives (e.g. BEPS...) at the same pace and
to the same extent as its global partners in order to ensure a level playing field

d. The EU should be in the forefront and possibly go beyond the current initiatives at

) international level, for example by extending the current requirements to disclose tax

information to the public to all other sectors

' e. No opinion

f. Other

2. A possible new EU initiative on corporate tax transparency would aim at a
spectrum of objectives.



2A) Do you agree with the following objectives?

No
Yes No .
opinion
*1. To increase pressure on enterprises to geographically align
taxes paid in a country with actual profits, by enhanced scrutiny and &
decisions of either citizens or tax authorities (“enterprises should pay )
tax where they actually make profit”)

*2. To increase public or peer pressure on countries to take
measures that contribute to more efficient and fairer tax competition
between Member States, thus ensuring that the country where profits
are generated is also the country of taxation (“Member States should
stop harmful tax competition”)

*3. To assist tax authorities in orienting their tax audits in view of

targeting tax evasion or avoidance, i.e. business decisions whereby @
tax liabilities are circumvented (“help tax authorities orientate their

audits on enterprises”)

*4. To align corporate tax planning practices with multinational
enterprises’ own commitment / statement to corporate responsibility,
such as their contribution to local and social development
(“enterprises should act as they communicate in terms of contribution
to welfare through taxation”)

*5. To ensure that enterprise structures and investments are more
founded on economic motivations and not exclusively on corporate @
tax-related motivations (“enterprises should structure their -
investments based on real economic reasons, not just to avoid taxes”)

*6. To remedy market distortions based on corporate
intransparency and multinational companies’ comparative advantage
over SMEs when engaging in aggressive tax planning (“fairer
competition between multinational enterprises and SMEs”)



2B) Would you add other objectives, and if so, which ones? Please explain
briefly.

7000 character(s) maximum

(Please note: You will be asked to provide more detailed views on specific objectives in further questions)

All of the above listed objectives are very valid, although not easy to
achieve neither as individual objectives nor in their totality.
Achieving all of these objectives would certainly lead to changes in
both business structures and national tax policies.

It needs to be considered whether all of them can be achieved via a
single transparency measure such as CbCR or whether achieving these
objectives would rather require a complete overhaul of tax systems as a
whole.

Whilst agreeing with the principles embodied the statements, their
practical application could be difficult. To align taxation to where
profits are made needs the identification of where profits are made -
not easy for businesses dependent upon intangible assets. Also defining
“tax avoidance” at an EU level is difficult, with significant national
differences in viewpoint. Finally, we hope that Member State governments
can be persuaded to stop harmful tax competition by other means than by

“pressure”.

3. The following options have been identified by the Commission services (Please
note that certain options may be mutually exclusive).

10



Transparency towards tax authorities:

Note: OECD BEPS Action 13 recommends that, at State level, very large multinational enterprise
(turnover > EUR750m) provide from 2017 onwards a Country-By-Country Report (CBCR) to the
relevant tax authority. Tax authorities of G20 and OECD members will then exchange the CBCR
submitted to them.

a. OPTION A: No EU Action

Please note that even if there is no EU action, some Member States may implement OECD
BEPS Action 13 recommendations. This would allow tax authorities to obtain tax-related
information and exchange that information with other participating countries. However, not
all Member States may implement BEPS 13 — especially as not all EU Member States are
OECD Members.

b. OPTION B: Implementation of BEPS 13 at EU level

The EU would recommend or require, as recommended by BEPS 13 , that enterprise
disclose tax-related information on a country-by-country basis to the relevant tax
authorities. Each ultimate parent enterprise filing a tax return with any of the relevant EU
tax authorities would be covered. Its own worldwide consolidated operations would be
reported.

Transparency towards the public:

c. OPTION C: Publication of anonymised/aggregated data by the EU tax authorities
The EU would recommend or require the disclosure by enterprises of tax-related
information to tax authorities (possibly based on BEPS 13 recommendations ). Moreover,
aggregated or anonymised data would be made available to the public in order for the
public to have access to tax-related information.

d. OPTION D: Public disclosure of tax-related information by either enterprises or tax
authorities

The EU would require enterprises to disclose tax-related information on a
country-by-country basis. The information would be made available to the public either
directly (e.g. as part of their annual reporting obligations) or by national tax authorities in,
for example, a public register. This option may consist in extending to all sectors the
country-by-country reporting requirements currently in place for financial institutions.

e. OPTION E: Publicly available corporate tax policies
The Commission would require enterprises to report on their approach towards tax
compliance and planning (tax management).

11



3A) Are there other appropriate options in relation to extending corporate tax
transparency, such as reporting requirements for tax advisors? Please explain
briefly.

7000 character(s) maximum

This question is not clear in terms of “reporting requirements for tax
advisors”. We would not support proposals that tax advisors report the
legitimate tax planning activities of their clients as this would damage
their relationship with their clients and, in certain countries or
certain circumstances, this would require the lifting of client
confidentiality and legal privilege.

If the suggestion is that tax advisors disclose so called aggressive tax
schemes directly to tax authorities, this needs to be carefully
considered in light of issues arising from similar requirements that
already exist in certain countries and with the recommendations in BEPS
Action 12.

We have not completed the table below. We regard it is being somewhat
simplistic and to achieve many of the primary objectives there would
need to be additional steps (either by a business decision or actions by
legislators) other than enhanced transparency and more fundamental

reforms of tax systems.

12



3B) Please rate below how well each option would achieve the identified primary
objectives

Please use the following possibilities:

® Insert a + (plus) to indicate that the option achieves the objective

® Inserta (zero) to indicate that the option has no effect with respect to the
objective

® |Insert a = (minus) to indicate that the option runs counter to the objective
® | eave empty to indicate that you have no opinion

4. Enterprises | 5. Enterprises

. should act as should structure | 6. Fairer
1. Enterprises | 2. Member 3. Help tax

. they their competition
should pay tax | States should | authorities , .
. . communicate in | investments between
where they stop harmful orientate their o
. terms of based on real multinational
actually make | tax audits on o ) )
) - i contribution to | economic enterprises and

profit competition enterprises )

welfare through | reasons, not just | SMEs

taxation to avoid taxes

A) No EU action

B) Implementation of BEPS 13
at EU level

C) Publication of
anonymised/aggregated data
by the EU tax authorities

D) Public disclosure of
tax-related information by
either enterprises or tax
authorities

E) Publicly available corporate
tax policies

F) Other (as described in 3A)

13



3C) In your opinion, which would be the most appropriate option(s)?

[C] a. OPTION A: No EU Action

b. OPTION B: Implementation of BEPS 13 at EU level

c. OPTION C: Publication of anonymised/aggregated data by the EU tax authorities
d. OPTION D: Public disclosure of tax-related information by enterprises

[C] e. OPTION E: Publicly available corporate tax policies

The following questions examine in more depth the possible
features of each option, and their potential impacts

OPTION B - EU INITIATIVE ON TRANSPARENCY TOWARDS TAX
AUTHORITIES, BASED ON OECD BEPS

This section examines the option where the EU would foster the BEPS 13 at EU
level by way of an EU-specific initiative. Each ultimate parent enterprise filing a tax
return with any of the relevant EU tax authorities would be covered. lts own
worldwide consolidated operations would be reported. Ultimately, tax authorities
would share this information.

Note: OECD BEPS Action 13 recommends that, at State level, very large multinational enterprise (turnover >
EUR750m) provide from 2017 onwards a Country-By-Country Report (CBCR) to the relevant tax authority. Tax
authorities of G20 and OECD members will then exchange the CBCR submitted to them.

14



4. What information should necessarily be disclosed by enterprises to the tax
authorities?

a. BEPS 13 information (Name, Nature of activities, Location, List of subsidiaries of the
parent enterprise operating in each country, Revenue, Revenues split between related
and unrelated parties, Number of employees, Profit or loss before tax, Income tax paid
and accrued, Stated Capital, Accumulated earnings, Tangible assets)

b. Public subsidies received

c. Explanatory narrative information on tax-related information
[] d. Other

[] e. No opinion

[7] f. None

5. What EU entities should be covered?

-, a. Very large enterprises with revenue of EUR 750M or larger enterprises + (as
- recommended in the BEPS 13)

@ b. At least large enterprises or groups (to be defined more specifically)
7 c. Other
© d. No opinion

6. At enterprise level:

6A) How would you assess the extent to which enterprises will need to change

their tax planning or structure as a result of being more transparent foward's lax

authorities?

~ a. This will have no effects on enterprises’ tax planning

~, b. This will ensure that enterprises comply with tax rules and do not use tax gaps,
~ mismatches and/or loopholes in tax rules in order to minimise the taxes they pay

_ ¢. Enterprises will voluntarily shift profits back to where they are generated so that they
have to pay more taxes than they did before

@ d. Other

' e. No opinion

15



Please specify in what other ways enterprises will need to change their tax planning or structure
as a result of being more transparent towards tax authorities:

7000 character(s) maximum

There will be no one single consequence.

Many businesses will continue with their current business structure and
tax planning arrangements, assured that they are both legal and reflect
the entity’s business model.

There may be other businesses that change the structure of their
organisation, or its location, to better reflect where added value is
generated. There may be other businesses that feel the need to review
their current transfer pricing rules in anticipation of increased
scrutiny from taxation authorities (this may more affect companies
operating in jurisdictions whose tax authorities lack resources to

thoroughly check transfer pricing calculations).

6B) Please explain which mechanism would incentivise enterprises to change:

7000 character(s) maximum

To ensure compliance, tax authorities and legislators currently often
rely on scrutiny, either via tax audits or via public pressure.

In order to truly incentivise business to make business decisions that
are not primarily influenced by tax considerations, a more fundamental
reform would be required.

By aligning the tax base between different countries (such as is
proposed by the CCCTB) and reducing as far as possible the disparity
between rates of corporate business tax, the tax burden will have a
reduced impact on business decisions. However, this would need more
international cooperation than currently seen.

In the long term, a thorough rethink of the current tax systems
(covering direct, indirect, corporate, personal and capital taxes) could
help to incentivise behavioral change in taxpayers and also provide a

system better suited to the challenges of the 21st century and beyond.

7. What consequences would further tax transparency towards tax authorities
have in terms of public finance?

Please select one or several options

[C] a. Reallocation of tax bases within Europe
[] b. Increase in tax paid in Europe

[] c. Decrease in tax paid in Europe

[] d. Increase in tax paid outside the EU

[C] e. Decrease in tax paid outside the EU

f. Other



Please specify what other consequences would further tax transparency towards tax authorities
have in terms of public finance:

7000 character(s) maximum

All of the above options are likely to occur - they are dependent on the
business in question; its global business model, the location of its
primary markets and suppliers and where its headquarters is located.
Although difficult to predict, possible impacts could include:

. A closer alignment of tax base to economic activity - reducing
the tax base of countries offering certain incentives to business.
However, this may not greatly affect, for example, the registration of
intellectual property (particularly when tax incentives are offered);

. Some of the tax base could shift to non-EU countries by
alerting their taxation authorities to possible profit shifting or
transfer pricing issues, in particular countries producing raw
materials/natural resources. However, this may also reduce dependence on

external aid;

. A reduction in tax paid in non-EU countries that have used
favourable tax regimes to attract business - increasing aid
requirements.

Please explain briefly, if possible with figures, your answer on the possible further
consequences tax transparency towards tax authorities would have in terms of public finance?:

7000 character(s) maximum

We believe that the primary objective of further transparency should be
to increase fairness in taxation and to help countries collect the
proper amount of tax due under their tax laws. It should not be used as

a tool for tax authorities to increase the overall burden of tax paid.

The potential impact on public finance is difficult to predict and will
very much depend on the degree to which, and the manner in which,
countries use tax policy to attract business. As mentioned above, those
countries providing incentives to relocate profits without matching
underlying economic activity may find their tax yields reduce, whereas
those offering generally low tax rates may find that their overall yield
increases as businesses chose to move their investments to these

countries.



8. Can you provide an estimation of any additional costs and resources that will
be incurred by enterprises in preparing a consolidated CBCR in accordance with
BEPS 13?

Please explain, with details of what information is not currently available and if
possible with figures:

7000 character(s) maximum

We are unable to provide such information

9. What consequence would tax transparency towards tax authorities have in
terms of fostering a growth friendly environment and the attractiveness of the EU
as a place to invest?

_a. Constitute a feature of a growth friendly environment and foster the attractiveness of
“theEUasa place to invest.

) b. No consequence

_.¢. Hamper the fostering of a growth friendly environment and negatively impact the
 attractiveness of the EU as a place to invest.

@ d. No opinion

Please explain briefly your answer on the consequence tax transparency towards tax authorities
would have in terms of fostering a growth friendly environment and the attractiveness of the EU
as a place to invest:

7000 character(s) maximum

At this stage, we do not believe that it is possible to determine the
impact that added tax transparency towards tax authorities will have in
terms of fostering a growth friendly environment and of the
attractiveness of the EU as a place to invest. It is possible that this
will become clearer once it is apparent how many countries adopt the
BEPS proposals but at this stage we believe that there are too many

uncertainties to provide a definitive answer.

OPTIONS C and D - EU INITIATIVE TOWARDS FURTHER PUBLIC
TRANSPARENCY OF TAX-RELATED INFORMATION

This section examines the options where further tax-related information would be
made fully or partially available 7o the public.

18



Reminder:

OPTION C: Publication of anonymised/aggregated data by the EU tax authorities.
The EU would recommend or require the disclosure by enterprises of tax-related information to tax authorities (possibly
based on BEPS 13 recommendations ). Moreover, aggregated or anonymised data would be made available to the public

in order for the public to have access to tax-related information.

OPTION D: Public disclosure of tax-related information by either enterprises or tax authorities.
The EU would require enterprises to disclose tax-related information on a country-by-country basis. The information would
be made available to the public either directly (e.g. as part of their annual reporting obligations) or by national tax
authorities in, for example, a public register. This option may consist in extending to all sectors the country-by-country

reporting requirements currently in place for financial institutions.

10. How would you describe the potential benefits / disadvantages of a public
disclosure of information by enterprises as compared to disclosure towards tax
authorities only?

Please explain briefly:

7000 character(s) maximum

Potential Benefits

1. An opportunity for business to clarify tax policies and their real
world impact, perhaps with other corporate social responsibility
disclosures. This may require more disclosure than BEPS Action 13 but,
where audited, the information disclosed would enhance credibility.

2. A better informed public debate about corporate income tax.

3. Assisting those tax authorities with limited resources to address
transfer pricing or tax avoidance issues.

Potential Disadvantages

1. Formulaic requirements could result in an overload of non-relevant
information where useful information is lost or buried.

2. Misinterpretation of information leading to financial harm for the
business affected - potentially mitigated by additional explanatory
information at extra cost.

3. Very difficult to enforce on businesses based outside of the EEA - a
possible competitive disadvantage for EU companies and a risk that they

will relocate outside the EEA.

11. What information would it be abso/utely necessaryto include /in a publicly
avallable CBCR (option D)?

Please select as many options as necessary among the following 6 categories:
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- Information required both under CRD IV and BEPS 13 ( this information is
already publicly disclosed by financial institutions):

a. Name

b. Nature of activities

c. Location

d. Revenue

e. Number of employees

f. Profit or loss before tax

g. Income tax (paid and accrued)

- Additional BEPS 13 information (normally to be made available to tax
authorities):

h. Revenues split between related and unrelated parties

i. Stated Capital

j. Accumulated earnings

k. Tangible assets

. List of subsidiaries of the parent enterprise operating in each country

- Additional information currently required from financial institutions:

m. Public subsidies received

- Information normally exchanged between tax authorities:

[C] n. Tax rulings (based on definition as proposed by the Commission in March 2015)

- Options provided for in the Accounting Directive:

0. Employees working through subcontractors
p. Pecuniary tax-related penalties administered by a country

- Other tax-related information:

g. Narratives explaining certain key features of the tax-related information
[] r. None

s. Other information

[] t. No opinion
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Please specify what other information would it be absolutely necessary to include in a publicly
available CBCR:

7000 character(s) maximum

a. Effective tax rate for the year

b. Local tax rate applicable

c. Total tax contribution (i.e. total taxes incurred by an entity, not
just corporate taxes)

FEE also stresses that it is not just a question of which information
should be included that is important but also where it is to be
published. The main options appear to be publication in the annual
report or in a separate report.

FEE believes that a separate report would be preferable. Annual reports
are frequently criticised for being too long and complex and including
country by country (CbC) tax information will increase this trend.
Publication in a separate report, preferably online, would result in
lower preparation costs and better utility. We recommend, particularly
if the information is to be included in annual reports, that an
international accounting standards setter (i.e. the IASB) be consulted
in the process, both to make use of their expertise and also to ensure

consistency with other financial information.

Please explain briefly your answer on what information would it be absolutely necessary to
include in a publicly available CBCR:

7000 character(s) maximum

Tax systems at a local level are complex and difficult to understand -
this is magnified by cross-border supply chains and increasing
digitalisation of the economy. Presenting headline information (revenue,
employee numbers, profit before tax and the tax charge) provides basic
information but not enough to assess the tax situation of a complex
business. An apparently low tax charge may indicate the existence of
(aggressive) tax planning but could also reflect the utilisation of
losses incurred in previous accounting periods or by capital investment
subject to a deliberately favourable local tax regime.

This lack of utility would be further amplified if the information was
required for all Jjurisdictions in which the entity operates,
irrespective of the importance of the jurisdiction to the entity.
Consequently, we believe that the relevance of the information disclosed
would be increased by providing more detailed disclosure but only for

material jurisdictions.
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12. In the case of tax authorities publishing aggregated/anonymised information
based on returns filed by enterprises with them (OPTION C), what information
should be provided by those authorities (on a country-by-country basis)?

a. Aggregated revenue

b. Aggregated number of employees

c. Aggregated income tax paid and accrued

[7] d. Aggregated tangible assets

[C] e. Ratio: Aggregated income tax paid or accrued/aggregated profit or loss before tax
[] f. Ratio: Aggregated income tax paid or accrued/aggregated revenue

[C] g. Analysis per sectors of activity

[] h. None
[] i. Other
[T j. No opinion

13. Would you or your organisation have an interest in receiving further
corporate tax-related information (detailed or aggregated)?

7 Yes
@ No
@ No opinion

14. What entities should be covered?

14A) Size

. a. Very large enterprises with revenue of EUR 750M or larger enterprises + (as
- recommended by the BEPS 13)

@ b. At least large enterprises or groups (to be defined more specifically)
) c. Other
© d. No opinion

14B) Connection with EU markets

a. Enterprises with securities listed in the EEA
b. Enterprises established in the EEA

c. If feasible, enterprises not established in the EEA and controlling operations in the
EEA

[Tl d. Other
[] e. No opinion
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Please explain briefly your answer on the connection with EU markets:

7000 character(s) maximum

It is important that any measures introduced are applied to all groups
of companies that fulfil the criteria for disclosure, regardless of the
location of the headquarters or overall holding company. If the group
fulfills the criteria, the disclosure rules should be applied to the
relevant entity operating within in the EU in any form (i.e. branch or

subsidiary) regardless of the size of the business carried on in the EU.

15. What operations should be covered?

I a. Enterprises’ operations within the EEA only
) b. Enterprises’ operations in the EEA and outside the EEA when controlled from the EEA
@ c. If feasible, enterprises’ operations in the EEA and outside the EEA even if not
~ controlled from the EEA.
1 d. Other
2 e. No opinion

Please explain briefly your answer on the coperations that should be covered:
7000 character(s) maximum

For CbC reporting of tax matters to be meaningful and relevant it needs
to deal with the entity’s global operations, not Jjust those within the
EEA. Operations within the EEA that are controlled from third countries
should be subject to the same requirements as those controlled from
within the EEA, in order that EU businesses are not placed at a
competitive disadvantage. Although extremely difficult to enforce, in an
ideal world groups headquartered outside of the EEA would produce this
same information for their worldwide operations and not just those

entities that operate within the EEA.

16. Considering that the EU may have stricter rules on tax transparency towards
the public than other countries, is there a risk of placing enterprises
established/listed in the EU at a competitive disadvantage vis-a-vis hon-EU
multinational companies operating in the EU?

@ Yes
© No
© No opinion
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What would be the scale and consequences of such a disadvantage?
Please explain briefly:

7000 character(s) maximum

There is a risk that if only EU based businesses are required to provide
such public disclosure they may find themselves the focus of more
attention from tax authorities in third countries that have not adopted
the OECD BEPS proposals than businesses based outside the EU. This could
lead to additional costs for EU businesses and maybe also to a shift of
the tax base from the EU to 3rd countries.

Additionally, EU businesses may suffer from the misinterpretation,
intentional or otherwise, of the information disclosed, bringing with it
the possibility of reputational harm and economic damage.

We are unable to quantify the potential scale of these risks.

What could be done to mitigate the risk?
Please explain briefly:

1000 character(s) maximum

Before any additional disclosure requirements are introduced in the EU,
there should be an adequate interval in order to assess what impact the
OECD’s BEPS project has on the global tax environment and the degree to
which it is adopted globally. Only at this stage can it be properly
assessed if additional public disclosure of tax information is useful
and the degree to which it may negatively impact on EU businesses.

If additional disclosure is deemed necessary, the information required
should be properly balanced to ensure sufficient detail to provide
relevant and meaningful information that is as free as possible from
misinterpretation yet without placing an undue burden on the businesses
that have to provide the information. Materiality should be considered
in order to avoid undue costs, production of formulaic disclosures and

information overload.

17. Is there a risk that tax transparency foward's the public could
have other unintended negative consequences on companies?

Please select one single option

) Yes
' No
@ No opinion



18. Would you expect measures for enhanced public transparency on tax
information in the EU to have an impact on relations with third countries
(Developing countries, OECD members, ...)?

Please explain briefly:

7000 character(s) maximum

There is a possibility that enhanced public disclosure could result in a
different dynamic between EU Member States and 3rd countries. This could
particularly be the case for resource rich 3rd countries that depend on
raw material exports and those with a manufacturing base largely derived
from multi-national entities. Such countries would have access to
information at a level that may have been previously unavailable to
their tax authorities and could lead to pressure to move at least some
element of the tax base from within the EEA to these 3rd countries. On
the other hand, long term benefit could be derived from the EU’s
leadership on this matter being used as a driver for enhanced

transparency in these 3rd countries.

19. At enterprise level:

19A) How would you assess the extent to which enterprises will need to change
their tax planning following further tax transparency foward's the public?

) a. This will have no effects on enterprises’ tax planning
. b. This will ensure that enterprises comply with tax rules and do not use tax gaps,
mismatches and/or loopholes in tax rules in order to minimise the taxes they pay

c. Enterprises will voluntarily shift profits back to where they are generated so that they
"~ have to pay more taxes than they did before
@ d. Other
) e. No opinion

Please specify in what other ways enterprises will need to change their tax planning following
further tax transparency towards the public:

7000 character(s) maximum

It is likely that public disclosure of tax information will impel some
enterprises to change their tax planning strategy, as described above.
We believe that the main impact of enhanced public disclosure will be
that multi-national businesses make more disclosures as to their tax
policies and tax planning and also review their communication and
corporate governance policies. They will need to better explain their
tax policies to the public in order to minimise as far as possible any
negative consequences arising from the misinterpretation of the tax

information disclosed.



Please explain briefly your answer on how would you assess the extent by which enterprises
will need to change their tax planning following further tax transparency towards the public:

7000 character(s) maximum

N\A

19B) Please explain which mechanism would incentivise enterprises to change?
In particular, please specify to what extent a public disclosure would have a
greater effect than a submission only to tax authorities?

7000 character(s) maximum

As mentioned above, enhanced disclosure to tax authorities may produce
some changes in business structures and tax strategies through increased
scrutiny. Public disclosure may produce a further incentive to make such
changes - this will largely depend on the national importance of tax
policy in the public debate on public finances. In those jurisdictions
where tax policy is publically debated, there is a possibility that
public disclosure of tax information could result in a larger and
quicker change in business structures and tax strategies, due to the
economic impact of reputational harm and as a result of legislation
introduced because of public pressure. One potential risk from this is
that unilateral legislation at a national level is introduced without
considering its impact on other countries, multi-national businesses or
current international initiatives.

In the longer term, a fundamental reform of the tax system could be the

best means to incentivise enterprises to change.

20. What additional effect, if any, on public finance would tax transparency
towards the public have in addition to transparency for tax authorities only?

[C] a. Reallocation of tax bases within Europe
[] b. Increase in tax paid in Europe

[] c. Decrease in tax paid in Europe

[] d. Increase in tax paid outside the EU

[C] e. Decrease in tax paid outside the EU

f. Other

[] g. No opinion
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Please specify what other additional effect tax transparency towards the public would have on
public finance in addition to transparency for tax authorities only:

7000 character(s) maximum

As with our answer to 7B), we believe that the primary objective of
further transparency (to tax authorities or public) should be to
increase fairness in taxation and to help countries collect the proper
amount of tax due under their tax laws. It should not be used as a tool
for tax authorities to increase the overall burden of tax paid.

The potential impact on public finance is difficult to predict and will
very much depend on the degree to which, and the manner in which,
countries use tax policy to attract business and the degree to which tax
policy is a matter of public debate. Public disclosure of such
information may result in a change in the overall amount of corporate
income tax collected but at this stage it is difficult to judge whether
the corporation tax yield will increase or decrease or be reallocated

within or outside Europe.

Please explain briefly your answer on the possible additional effect tax transparency towards
the public would have on public finance in addition to transparency for tax authorities only:

7000 character(s) maximum

N\A

21. What consequence would tax transparency foward's the public have in terms
of fostering a growth friendly environment and the attractiveness of the EU as a
place to invest?

a. Constitute a feature of a growth friendly environment and foster the attractiveness of
“theEUas a place to invest.
) b. No consequence
_. ¢. Hamper the fostering of a growth friendly environment and negatively impact the
~ attractiveness of the EU as a place to invest.
@ d. No opinion

27



Please explain briefly your answer on the consequence tax transparency towards the public
would have in terms of fostering a growth friendly environment and the attractiveness of the EU
as a place to invest:

7000 character(s) maximum

At this stage, we do not believe that it is possible to determine the
impact that public tax transparency will have in terms of fostering a
growth friendly environment and of the attractiveness of the EU as a
place to invest. Recently certain business sectors and individual
businesses that have either been compelled to or have voluntarily chosen
to publicly disclose such information. A better picture of the potential
impact of more public transparency across all business sectors may
become available once the impact of these existing measures and

voluntary disclosure by individual businesses can be assessed.

22. Should the information prepared by enterprises be specifically verified by an
independent assurance service provider (e.g. an auditor)?

I a. No, the information should not be verified

@ b. Limited verification is needed (existence of such report, consistency check)
I c. Extensive verification is needed (e.g. audited)

© d. Other

2 e. No opinion

23. Should there be additional safeguards in terms of specific rules for the
protection of data and business secrets?
Please note that in the absence of specific rules, the EU general EU data protection rules would apply.

@ Yes
) No
© No opinion

If so, which safeguard are necessary in relation to which types of information?
Please explain briefly:

7000 character(s) maximum

We trust that the proposed directive on the “protection of undisclosed
know-how and business information (trade secrets) against their unlawful
acquisition, use and disclosure” will adequately address the protection
of EU trade and scientific secrets and other confidential and

commercially sensitive information.
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24. Please estimate additional costs and resources entailed by the introduction
of further transparency measures for enterprises compared to an implementation
of OECD BEPS Action 13 at national level and identify information which is not
currently available. You may distinguish between additional cost for public
authorities and additional costs for enterprises, based on your preferred
option(s).

Please explain, if possible with figures:

7000 character(s) maximum

We are unable to provide such an estimate.

OPTION E - EU INITIATIVE TOWARDS PUBLIC TRANSPARENCY OF
CORPORATE TAX POLICY

This section examines the option where enterprises would make public statements
regarding their policy/approach towards tax management. This is not part of the
OECD BEPS 13 initiative.

25. Would you support a mandatory description of tax management policies by
enterprises?

7 a. Yes, instead of any public disclosure of tax-related information

) b. Yes, in addition to further public disclosure of tax-related information
@ c.No

© d. No opinion

Please explain briefly your answer on your possible support a mandatory description of tax
management policies by enterprises:

7000 character(s) maximum

We would recommend that enterprises disclose their tax management
policies as best practice and also believe that more enterprises would
chose to do so voluntarily if compelled to provide additional public
disclosures. We do not believe that this should be made mandatory as it
could lead to additional administrative burdens and the production of
meaningless reports for those businesses where tax policy is not a key

area.

Final remarks
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26. Is there anything else you would like to bring to the attention of the
Commission?

7000 character(s) maximum

3. Additional information

Should you wish to provide additional information (e.g. a position paper, report) or raise specific
points not covered by the questionnaire, you can upload your additional document(s) here:

- 82e933cd-f02e-449f-a089-b375878d4226/Supplementary information to be attached to FEE's
response to the EC Public Consultation on further corporate tax transparency.pdf

Useful links

Consultation details
(http://ec.europa.eu/finance/consultations/2015/further-corporate-tax-transparency/index_en.htm)

Specific privacy statement

(http://ec.europa.eu/finance/consultations/2015/further-corporate-tax-transparency/docs/privacy-statement_en

More on the Transparency register (http://ec.europa.eu/transparencyregister/public’lhomePage.do?locale=en)

Contact
B fisma-further-corporate-tax-transparency@ec.europa.eu
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