The Practical Considerations
and Impact of Addressing
Country-by-Country
Reporting
Country-by-Country Reporting has come into effect. Any multinational enterprises
within the UK & Rebublic of Ireland, which have a collective turnover of greater than
€750 million, will be required to submit Country-by-Country Reporting (CbCR) to
HMRC or the Irish Revenue.

With the implementation of any new
process, there are likely to be questions
which must be addressed, such as: Who
is providing accurate data across the whole
business? Where is the allocation of
resources? And what is the impact of
managing data across different regions in
various formats?
But, the toughest question of all;

Are your existing processes and resources
able to support the level of detail and data
exchange required to support Country-byCountry Reporting?
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Companies are asking these questions and considering whether implementing
automated Country-by-Country software technology across their global business is a
valid option, or whether adopting an outsourced service is an appropriate answer.
They realise that there is a need for processes to be linked, information to be readily
available and used across multiple teams within an organisation.
It will also mean detailed data being provided from different sources and applications across multiple platforms all needing
to be delivered in one cohesive electronic report for HMRC or the Irish Revenue.

Tax compliance is moving at a rapid pace, with almost constant new schemas being released – changing existing legislation
and, on occasion, creating completely new reporting requirements. An example of this is HMRC and the Irish Revenue
initiatives which follow BEPS (Base Erosion and Profit Shifting) action 13. This has led to the requirement of large
multinational companies with a group revenue in excess of 750 million Euros, which have a presence in the UK or Ireland,
to submit a Country-by-Country Report (CbCR) with the first filing deadlines starting in 2017.
Developments within HMRC and the Irish Revenue, around the initial schema, are currently in motion with the ultimate
goal of having greater transparency. This means that multinational corporations will need to deliver accurate reports.

This white paper is drawn from our customer experiences and describes the practical considerations of Country-byCountry Reporting detailing:

•
•
•
•
•
•

What is Country-by-Country Reporting?
Which enterprises are affected?
A process guide for submitting a Country-by-Country Report
What are the challenges?
What will happen if an error occurs?
What should you be doing now?

By the end of this white paper, you will gain an understanding of the practicalities,
available options and timelines which need to be considered when addressing the
impact of Country-by-Country Reporting.

‘Tax compliance is moving at a rapid pace, with almost constant
new schemas being released – changing existing legislation and,
on occasion, creating completely new reporting requirements. ‘
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Background – What is
Country-by-Country Reporting?
As part of Action 13 of the Base Erosion and Profit Sharing (“BEPS”) Action Plan,
there have been calls for regulations to be introduced to provide more tax
transparency, to address tax avoidance. To meet this requirement, HMRC and the
Irish Revenue has introduced mandatory Country-by-Country Reporting for all
multinational enterprises within the UK & Republic of Ireland, which have a
collective turnover of greater than €750 million.
Where It Started

This led to a package of 15 Actions to address the
principal causes of the lost tax revenue,
these being:

These large organisations, or multinational enterprises
(“MNEs”), have evolved much faster than the international
tax rules, which are not suitable for business in the
modern world, therefore creating opportunity for BEPS
with greater tax visibility across the global enterprise.

•
•
•
•
•
•

There has been an increasing amount of discussion and
press coverage around the amount of tax that large
organisations are paying and where they are paying it.

MNEs will say they are “playing by the rules”, and in most
cases they are. However, individual countries are
identifying that there are significant amounts of tax
revenues they are entitled to claim. The OECD has
estimated that the annual global lost tax revenues
amount to $100-$240 billion, notwithstanding the fact
that this creates an unfair playing field for domestic
businesses which do not have the ability to shift profits
across borders and therefore have difficulty competing
with the MNEs.
To address this problem and provide a level playing field
across the enterprise required global cooperation. In
September 2013, G20 leaders endorsed action to be
taken on BEPS.

Aggressive tax planning
Interaction of domestic tax rules
Co-ordination between tax administrations
Limited country enforcement resources
Harmful tax practices
Lack of transparency.

Once these Actions are put into practice, the expected
result is that profits will be taxed where economic
activities take place and the business value is created. In
the interest of balance, while this may seem like an attack
on large businesses, part of the aim of this project was to
initiate change while not harming MNEs, given the
contribution they make to global trade and investment.
The OECD Actions themselves do not create any
change, it is up to the global tax administrations to
implement them within each of their respective
jurisdictions. Many of these actions have already been
implemented by local country tax authorities and the
requirement to file a Country-by-Country Report (part
of BEPS Action 13 – Transfer Pricing Documentation) is
one of the first adopted by many.
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The New Country-by-Country
Report
Many of the BEPS Actions will change the international tax rules for multinationals
and they do need to be aware of their impact, but Action 13 includes a reporting
requirement which will be new for most.
The concept of businesses reporting the amount of tax
paid by country has been around for a few years. Other
initiatives, such as the Capital Requirements Directive IV
and the Extractive Industries Transparency Initiative have
placed the requirement on certain industries to report
similar information, however Country-by-Country
Reporting is not confined to any one industry.

Another differentiator is that it has a defined template
provided by the OECD, one which tax administrations
implementing Country-by-Country Reporting have so far
stuck to using the OECD’s published template.
The OECD report is specifically referred to within
HMRC and the Irish Revenue’s legislation, and appears
as follows:

Table 1: An overview of allocation of income, taxes and assets by jurisdiction
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Table 2: A list of constituent entities, by jurisdiction and their business activities

Table 3: Additional explanation you consider necessary for the report
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‘The objective of Country-byCountry Reporting is to improve
Tax Transparency. It will provide
tax administrations with a
consistent global picture of
where MNE profits, tax and
economic activities are
reported.’

What do HMRC, the Irish Revenue
and Other Tax Authorities want to
get out of this?
The objective of Country-by-Country Reporting is to
improve Tax Transparency. It will provide tax
administrations with a consistent global picture of where
MNE profits, tax and economic activities are reported.
This report will enable tax administrations to have the
information they need to conduct transfer pricing and
BEPS risk assessments and subsequently focus their
resources appropriately. BEPS Action 13 also provides
standards for “Master” and “Local” transfer pricing files,
which may be requested or submitted (depending on
jurisdiction) to provide a more comprehensive picture for
the risk assessment.The requirement for these files is also in
various stages of implementation across tax administrations
and does not necessarily follow the implementation
timetable of Country-by-Country Reporting.

Which Businesses are Affected?
The Legislative Bit.
Most tax administrations, including HMRC and the Irish
Revenue, have taken directly from the OECD
recommendations in Action 13 and implemented them
into legislation. However, there are some variations that
create an additional challenge, which we will discuss later.
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A Practical Process Guide for
Submitting a Country-by-Country
Report
All the above probably looks like many other tax filings when reading legislative
requirements, but what does trying to create and submit the new Country-by-Country
Report look like in practice? We can summarise the process for creating the report in
five stages:
1.
2.
3.
4.
5.

Identify your source data
Transform that information into entity/country level reports for review
Aggregate all data into the OECD format reports for group review
Convert data to eXtensible Markup Language (“XML”) format
Submit to relevant tax authorities.
SOURCE DATA

Local
accounts
data
e.g. Financial
statements

ENTITY - COUNTRY
LEVEL REPORTS

POPULATE

XML COUNTRY-BYCOUNTRY REPORT

OECD
TEMPLATE

XML
TAGGED
REPORT

AGGREGATE

CONVERT

SUBMIT
ONLINE

POST SUBMISSION

Local
TAX
AUTHORITY
SHARED

GROUP LEVEL
EDITS

OR
ERP
system

COUNTRY-BYCOUNTRY REPORT

EXTRACT &
POPULATE

REVIEW

Overseas
TAX
AUTHORITY

ENQUIRIES

It would be inappropriate to end this process with the submission of the report to the tax authorities. A high-level
summary global picture of your group in this format is something which tax authorities may not have had access to before,
so it is reasonable to expect enquiries to result from the report. Accordingly, we have added that as a potential final step in
this process which you would have to address, particularly in year one.
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The Challenges of
Country-by-Country Reporting
Many of our clients have come to us to discuss the challenge of Country-by-Country
Reporting, and we have worked with them to understand some of the emerging
practical issues. We have set them out below, discussing where the impact of the issue
lies, the questions which should be asked around the reporting area, the impact of not
addressing the issue and then the ways in which the process could affect a business.
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What are the Consequences
of an Inaccurate Submission?
Penalties

There are penalties associated with not filing a Countryby-Country Report. For example, HMRC has penalties
ranging from £300 for failing to file a report on time up
to £3,000 for providing inaccurate information. The Irish
equivalent is €19,045 for late submission or inaccuracies.
However, other tax authorities have more significant fines,
e.g. Luxembourg is proposing fines of up to €250,000 for
similar failures.

There is the looming threat of Public Country-byCountry Reporting. The EU Commission has proposed
public reporting and, interestingly, their proposals cover a
reduced set of the OECD Country-by-Country
Reporting data. Should this proceed, the practices you

Risk to Brand “Named & Shamed”

The discussion on public reporting continues and it is not
possible to say for sure whether it will come into force,
but many believe it to be only a matter of time!

Aside from the straight fines, the cost could be associated
in the time spent responding to enquiries related to the
figures reported and possibly further tax liabilities should
a tax authority successfully challenge your business based
on the new information provided.
For the time being, this information is only reported to
the tax authorities and is intended for their eyes only, so
late or incorrect information could impact on your
relationship with HMRC, the Irish Revenue or other tax
authorities, but not public reputation.

put in place now may leave you well placed for future
public reporting.

The UK has also added a provision in the 2016 Finance
Bill to bring forward regulations which require Public
Country-by-Country Reporting as part of the recent tax
strategy publication requirement. This definition of
Country-by-Country Reporting is the same as the
OECD model.

‘The discussion on public reporting continues and it is
not possible to say for sure whether it will come into
force, but many believe it to be only a matter of time!’
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What are the benefits of
Country-by-Country Reporting
– as an organisation?
Clearly there is a lot to think about in preparation for meeting the Country-byCountry Reporting requirements, but it does present interesting opportunities for you.
When looking at some of the challenges which need to
be met, there is an opportunity to introduce new or
improved methods for co-ordinated group reporting.
Not just Country-by-Country Reporting, but also the
way that other compliance types and risks, such as
enquiries, or tax amounts at stake, are reported.

The data gathered in the report can also provide new
perspectives and analysis of your group, which may not
have been available before. This will allow you to critically
analyse your group prior to any information being made

public in future years. Additionally, the data gathering
being performed for Country-by-Country Reporting
could be combined with work you may already be doing
for CRD IV or any other group reporting requirements.

To take advantage of the above opportunities, now is the
time to consider what technology you have, whether you
could make better use of it or whether something more
comprehensive is required to address the challenges
presented by Country-by-Country Reporting.

‘When looking at some
of the challenges which
need to be met, there is an
opportunity to introduce
new or improved methods
for co-ordinated group
reporting.’
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Addressing the new process
to avoid inaccuracies later
If you have not done so already, consider which of the challenges are going to apply to
the business and how each of them will be addressed. It is clear from our conversations
with our clients to date that the groups impacted by the requirement are at different
stages of readiness for Country-by-Country Reporting. There are a lot of variations in
terms of how these issues affect different groups - because of the differences in the
way they are structured. That is structure in terms of entity global presence, but also
where their tax and financial teams are based and how their reporting technology is
structured, i.e. whether they can reliably extract all or most of what they need from
one place.
Before CbCR was introduced, many of the groups we
spoke to were reviewing their data sources for the
report. This is perhaps the key call to make now so you
can identify which review approach is required to get the
source data through in an acceptable standard.
Many look to ERP extraction or circulating a spreadsheet
as a solution, although that does not address the
requirement for the electronic “XML” conversion part of
the process. So, you should also be considering the lead
time for your software now. For example, it could take
three months to choose the software which fits your
approach, then a further three months to get through
contracting and completing the implementation. This
could leave you with little time to go through an
advisable dry-run with your software.

If possible, the best way to test your approach and learn
what works is by conducting a dry-run. This will allow you
to test the data, technology, compliance, risk and resource
elements of your solution. The sooner you can do this the
more time you will have to adjust before the filing

deadline arrives. We are aware that a small number have
done dry-runs already, purely with the data, to see what
results it brings. This, in turn, helps you to consider the

level of explanation you may want to provide.

You should also check the notification requirements
within the jurisdictions you have a presence in. It is
common that jurisdictions have a requirement for entities
to send a notification to their local tax authority to
inform who will be the reporting entity for the whole
group and which jurisdiction that entity is in. Some, such
as Ireland, required this notification to be made by the
entity’s fiscal year end, which could have been 31
December 2016.
The OECD released some further guidance in
December 2016 to recommend transitional relief, as
not all data exchange frameworks are in place
between tax authorities yet, so many groups are yet to
choose in which jurisdiction to file their Country-byCountry Report.
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Related to this you may want to look at the broader
picture of how you manage your master and local files
which, as we referred to earlier, can be requested by the
authorities and used with the Country-by-Country Report
to provide a clear tax understanding across the enterprise.

The first mandatory reports were required at the end of
2017, so we would advise that in order to make an
accurate, risk-averse Country-by-Country Report you will
need to find a solution which will work for your business.

Those affected by the requirements are:
• Multinational Enterprises, i.e. a
presence in more than one country
• With annual consolidated revenues of
greater than €750 million.

They are required to report:
• Periods starting from 1 January 2016
• With the first Country-by-Country
Reports due to be submitted one year
after the period end.

So, for example, many periods starting on 1 January 2016
ended on 31 December 2016 and were required to file

their first Country-by-Country Report on 31 December
2017. The filing then becomes an annual requirement.

The report is expected to be submitted by the Ultimate

Parent Entity (“UPE”) for the group, or otherwise a

nominated Surrogate Parent. The report should only

need to be submitted once and then would be shared

between tax authorities who have a Qualifying

Competent Authority Agreement (“QCAA”) in place.
There is a Multilateral Competent Authority Agreement
(“MCAA”) which currently includes 49 countries.

The list of the signatories of the agreement on the

exchange of country-by-country reports is published by
the OECD.

Even though you will choose to file in one jurisdiction

(most likely the country of your UPE) the tax authorities
within the jurisdictions in which you are present globally,
may require informing. HMRC and the Irish Revenue

expect you to inform them of which group entity will be

filing the report, and which jurisdiction it is available from,

if not their own.
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Tax Systems and
Country-by-Country Reporting
At Tax Systems (TS), we are constantly monitoring new tax reporting requirements and
considering which solutions will be needed to address them. With the new reporting
methods and guidelines being issued by HMRC and the Irish Revenue, which include
the need for transparency, automation and the increased use of technology, it is crucial
that both TS and our customers are prepared for any inclusions and modifications to
taxation processes which arise from any of the global authorities, and that internal
processes are put in place before the filing deadline.

‘Our solutions allow
you to prepare and submit
accurate and transparent
XML Country-by-Country
reports to the relevant
tax authorities.’

Our customers approach us because
they recognise our experience in
providing solutions for a variety of
compliance requirements and for
creating documents which can be
submitted directly to HMRC, the Irish
Revenue or other tax authorities.

For Country-by-Country Reporting there are significant
changes to the reporting processes and so a software
solution or an outsourced solution will be necessary to
ensure that the report is submitted in the accepted
electronic format (“XML”).

Our solutions allow you to prepare and submit accurate
XML Country-by-Country reports to the relevant tax
authorities while providing a clear audit trail of where all
data was sourced from and a PDF containing a
human-readable summary of what has been included in
the final XML submission.

©2018 Tax System s

15

Country-by-Country Reporting
(part of the Alpha Compliance Suite)
Option 1: software solution
Tax Systems’ automated Country-by-Country Reporting software delivers a secure
cloud-based solution which manages the collection and aggregation of relevant data
across each country within a global business. The intuitive dashboard delivers live
updates which provide the examination of data management, workloads and a realtime analysis of the global business situation, allowing the business to understand any
areas of risk which may appear, bringing all relevant tax and compliance information
into a single location.
It supports the global implementation of HRMC and the
Irish Revenue Country-by-Country Reporting schema,
and will deliver an accurate report within the required
electronic format – ready for submission.

The solution has been developed specifically for Tax and
Compliance departments to replace spreadsheets and to
automate processes previously based on information
consolidation by email or phone call.

Features

• Efficient Accumulation – Automated collection of all
the relevant information from each jurisdiction is
compiled into the required OECD format in a chosen
base currency.
• Risk Analysis – Comprehensive checks are done in
the system so you can effectively identify any areas of
risk and action these before submission.

• Event Tracking – More than just an audit trail, CbCR
can identify who, what and when information has been
amended, constantly monitoring changes throughout
the entire processes, giving you the maximum amount
of visibility on the data.

• Real-time Updates – Information is updated across
the whole process instantly so all users can see live
updates on the data progress.

• Single Repository – Everything can be held in one
location. CbCR is designed to hold all relevant
information in one place. This is especially useful for

global teams to input and review data without the
need to send anything via email.
• Personalisation – Each user can have a personalised
dashboard to show only the relevant information
snapshots to their particular role. This helps the entire
team as a whole from a management/ review level to
those who will be managing the CbCR process.
• Automatic updates – We constantly review the
schema requirements so you don’t have to. Any
update to legislation is reviewed and built into the
CbCR product and released to you accordingly,
ensuring you always have the most up-to-date
software platform.

‘...delivering a secure cloud-based
solution which manages the collection
and aggregation of relevant data
across each country within a
global business.’
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Option 2: Outsourced XML conversion solution
Where you have already aggregated your data, we can convert it to XML for you.
Our Professional Services team provides you with our Excel template, which has
been designed to capture all information required to be reported by the group.
Our tax experts provide a fresh pair of eyes, familiar with
what should be included in your CbCR XML, to check
the Excel template for any obvious errors or missing
information. We then import your data into our CbCR
engine, which will validate the data against the latest tax
authority rules, such as whether all key information is
included and whether it is formatted correctly.
All we need from you is a complete set of data to be
provided in the template as a means of confirming what
you want to be reported to your relevant tax authority,
and confirmation of which tax authority you will be
submitting your report to.

Data Gathering
(TCS/Client)

EXCEL
TEMPLATE

Review
(TCS)

Check
for
completeness

Whichever solution works for you, you will benefit from
time and cost savings around internal resourcing as you
will be able to redeploy your tax professionals to focus
on value add tasks. In addition, quality is assured and takes
away risks around submission because validation is made
against latest rules and data is checked for completeness.

‘...you will benefit from time and
cost savings around internal
resourcing as you will be able to
redeploy your tax professionals
to focus on value add tasks.’

Convert
(TCS)

Imported
into
AlphaCbCR,
converted
& validated

Output
Returned
(TCS)

XML and
PDF
returned

Client
upload
(Client)

Upload
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