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(1) Did the adoption of OECD BEPS prompt Facebook to change its tax planning strategy?  Did Facebook change its tax 
planning strategy following the revelations of the tax scandals by the press?
 
Facebook is supportive of the OECD BEPS process and believes that fundamental changes to the international tax rules 
should be the result of a consensus based multilateral process that engages relevant stakeholders. We recognize that 
tax rules will change as businesses change over time and will continue to monitor and engage in this ongoing process.  
 
In December 2017, we announced that we would move to a local selling operating structure in countries where we 
have local sales support offices.  We made this change proactively as policy makers have been asking for increased 
transparency over the revenues generated in-country. We are currently in the process of transitioning our offices around
the globe and expect this change to take roughly 2 years to fully implement.  Most importantly, we are focused on 
proper implementation in every jurisdiction. This change was the result of recommendations from the collaborative 
OECD BEPS process and not reactive to any press reports.
 
(2) What impact has had the US Tax Reform in your tax planning strategy?

Currently, Facebook is still assessing the impact of the new U.S. Tax Reform law (“Tax Cuts and Jobs Act of 2017” or 
“TCJA”).  The U.S. Government is still undergoing its regulatory drafting process for many of the international provisions 
in the reform act.
 
The TCJA included a transition tax which subjected all previously earned non-U.S. income to U.S. tax. Moving forward 
such income will be subject to tax immediately in the U.S. Such income was deferred under the pre-TCJA system, and 
always subject to taxation once repatriated back to the U.S.  As a result of the transition tax, Facebook recorded a 
provisional tax expense of $2.27 billion in our FY 2017 annual report.  
 
(3) This is the first year in which, pursuant to Council Directive (EU) 2016/881 of 25 May 2016 amending Directive 
2011/16/EU as regards mandatory automatic exchange of information in the field of taxation, and transposing 
national legislation, Facebook would have to provide, inter alia, a country-by-country report for each tax jurisdiction in 
which you do business, the amount of revenue, profit before income tax and income tax paid and accrued. Would 
you agree to share that report with the Committee?

We are supportive of this increased transparency between tax administrations. The country-by-country reports are 
intended to provide tax authorities with information to more effectively administer tax laws and are subject to record 
keeping requirements and safeguards before such information is exchanged. Such safeguards are necessary to ensure 
sensitive business information is appropriately protected while supporting effective tax administration.  We understand 
that the country-by-country reports will be shared with the OECD and that this information will be aggregated for policy 
makers to assist in promulgating sustainable long-term tax policies.  

(4) What is the share of income obtained from royalties in relation to the turnover of your corporation?

Facebook does not generate income from royalties, as we generate substantially all of our revenue from selling 
advertising placements to marketers.  For FY 2017, advertising accounted for 98% of our revenue.  

(5) Have the Paradise Papers revelations or any other public report related to tax avoidance and the fact that you are 
mentioned therein had any impact on your consumers’ behavior? Have you suffered any damage on account of those 



revelations? If that is the case, which is the damage you have suffered? What measures have you taken to reduce this 
damage? 

Facebook has not made any changes to its operating structure as a result of the Paradise Papers.  We actively follow 
ongoing tax policy discussions, and as noted previously have committed to moving to a local selling model as a result 
of such discussions to provide policy makers with more insight over Facebook's locally supported revenues. As with all 
businesses, brand reputation is important and is something that we will continue to monitor.

(6) How does Facebook structure the collection of income related to image rights? Do you use any specific subsidiaries 
in some countries? If this is the case, can you specify the country and explain why have you chosen that jurisdiction? 
Have you changed your practice in the last 2 years?

Facebook does not generate income related to image rights. Facebook generates roughly 98% of its revenue from 
advertising, with the remainder from payments and fees.  

(7) How many people in-house and outsourced do respectively work on direct corporate tax planning and 
compliance? What percentage of your staff does it represent? 

Facebook currently employs 34 full-time professional staff in its tax department to ensure proper compliance with all 
tax laws. Facebook utilizes outside firms to support the work of its internal teams and ensure we remain in legal 
compliance. As of September 30, 2018, Facebook headcount was 33,606.  
 
(8) Which is the relation between the expenditure your company incurs for innovation-related activities and the 
amount of royalties income?

Facebook reported research and development expenses of $7.75 billion, $5.92 billion, and $4.82 billion in fiscal years 
2017, 2016, and 2015 respectively. As noted in in Question 4 above, Facebook does not generate royalty income.  
Facebook's primary revenue is generated through advertising, with the remainder generated from payments and fees.


