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Tax transparency background
Tax transparency has become a mainstream concept which appears simple at first, but has deeper
ramifications. Its instruments and conditions are debated extensively, particularly in the case of
'country-by-country reporting', with its possible scope and design highly contested.

What is meant by tax transparency?
Tax transparency aims at shifting the balance to require sufficient data to distinguish the part of the activity
of a business with multinational reach (i.e. MNEs) that is related to a specific jurisdiction. It would be a
means to remedy non-transparent practices such as corporate tax avoidance and aggressive tax-planning
which result in an erosion of the taxpayer's tax basis and thus to lost resources for countries. The
phenomenon is referred to as 'base erosion and profit shifting' (BEPS). The fight against BEPS practices was
discussed in the OECD/G20 forum, resulting in the 15-action plan of November 2015.
The transparency spectrum ranges from providing limited information to a single tax administration, to
wider dissemination through exchange of information mechanisms, to information available to the public at
large. Furthermore, some advocate establishing registers which identify the real owners of companies. The
wider transparency is, the greater the significance of confidentiality and data protection.

Reporting requirements
Reporting requirements make it possible to identify a presence in countries where a company's real activity
is not proportionate to its financial activity. For corporations, transparency requirements apply and are on
the rise, but depend on the nature of their business activities and their size. In the EU, the rules on financial
information prepared and disclosed by companies ensure its comparability and quality. Non-financial
information and diversity information may also be required. Country-by-country reporting of financial
information (CBCR) can complement the information. This is the case for financial institutions and extractive
industries and logging of primary forests established in the EU.
BEPS Action 13, linked to transfer pricing documentation, includes the 'requirement that MNEs provide all
relevant governments with needed information on their global allocation of income, economic activity and
taxes paid among countries according to a common template'. It includes a separate country-by-country
template for tax authorities, to be implemented by participating countries in order to give a broad picture of
how companies with turnover above the Є750 million threshold operate. Its EU implementation is under way
(proposed directive on the scope of the mandatory automatic exchange of information in the EU).

Deepening tax transparency and CBCR
Increased tax transparency, by way of taxpayers providing greater information than today, is seen as follows:
CBCR by companies would 'ensure compliance with tax laws, dis-incentivise tax avoidance and increase
pressure on States to take appropriate measures'. The same goes for CBCR by banks, which can mirror a
strong presence of their customers in countries where no substantial economic activity takes place.
CBCR by large businesses and 'community interest companies' has also been discussed in the context of the
proposal to review the Shareholder Rights Directive. The answers to the Commission's public consultation on
assessing the potential for further transparency on corporate income taxes (part of the June 2015 Action
plan on corporate tax avoidance) show that the stakeholders that answered (in particular companies and
NGOs) do not share the same positions with regard to the scope of transparency requirements, the extent of
disclosure and the opportunity to further transparency of tax-related information.

The European Commission is to make a statement at the European Parliament’s April I plenary concerning its
planned measures on public tax transparency.
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