
O n 9 February 2017, members of the European Parliament
(MEPs) submitted amendments to the European
Commission’s Directive 2013/34/EU (the Directive)

regarding public disclosure of information for CbCR. This latest
proposal, prior to the ink drying on the original Directive, begets
the question: What is the vision of (public) CbCR?

Generally, it is a best practice to capture the vision and objec-
tives prior to articulating the nuances, details and scope of the
information that is directly relevant to achieving the anticipated
results. The Directive, and recent proposal thereto, directly infer
that more disclosure is better, although the end vision is conspicu-
ously absent. 

CbCR was introduced as one tool to be helpful by tax adminis-
trations in assessing transfer pricing risk. Subsequently, this tool
may have been envisioned, by some, as a matrix to determine one’s
fair share of tax. Transfer pricing analyses, and random snapshots of
selected items in CbCR, hardly depict the complex and inconsis-
tent rules of international tax around the world. 

Speeding past the publicly vetted pros and cons of CbCR, pub-
lic CbCR became a new norm for multinationals to publish data,
with the EU making its leadership statement known for others to
follow. The European Commission’s Accounting Directive, there-
by interpreted as not requiring unanimous consent by the member
states, became a vision for public disclosure. The latest amendment
lowers the standard for public reporting, while expanding the
scope of such disclosures. 

The question left unanswered regarding public CbCR, includ-
ing the latest amendment, is: What is the vision of such legislation?

Parliamentarians, non-governmental organisations (NGOs),
and journalists have expressed their views that public CbCR is
required to minimise the non-proportional payment of taxes by
multinationals around the world, albeit such tax obligations are
determined inconsistently (according to enacted tax legislation) in
most countries. 

The OECD did not intend for their CbC model to include pub-
lic disclosure, as this would certainly introduce unfounded asser-
tions and generalisations based upon a chosen dataset. This
foreseen hazard was also aimed at tax administrations whereby it
would be easy to apportion one’s tax into a respective country
based upon an incomplete transfer pricing risk analysis.

Thus, if the OECD, tax administrations and multinationals (who
should be able to comprehend technical international tax rules bet-
ter than the general public) did not have the shared vision of public
CbCR, one may argue that there is not a thoughtful technical vision
for public CbCR. This statement can be further substantiated by the
fact that the OECD’s model is now being manipulated in terms of
companies required to report and the information being disclosed. 

The EU’s latest proposal will be reviewed and discussed by
many non-EU countries to examine if it is in their best interests to
enact their sovereign legislation for a different matrix of CbCR,
perhaps focusing on source taxation. The possible political wave of
different CbC rules increases compliance costs and complexity.

Prior to enacting the original Directive for public CbCR, and
the recent proposal, a vision/preamble should be articulated
whereby the passage of such legislation fulfils the express principles
of that vision and is transparent to all. Absent from this preliminary
and proactive analysis, public CbCR speeds ahead with the EU’s
foot firmly on the accelerator, as the passengers and overseers
rightfully ask: “What is the vision?”
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Does the EU have bigger plans as it prepares to introduce public CbCR?


