
C ountry-by-country reporting (CbCR), master file and local
file transfer pricing documentation requirements have
unveiled a mirror of transparency through which multina-

tional enterprises (MNEs), tax advisers and tax administrations are
taking a new look at tax reporting and best practices for efficient
alignment going forward. 

CbCR
Action 13 of the OECD’s base erosion and profit shifting (BEPS)
project provides a compliance timeframe for reporting this new
information template. Chapter V, Section D2 provides that the
completion date of the CbC report may be extended to one year
following the last day of the fiscal year of the ultimate parent of the
MNE group. This conclusion is premised on the fact that statuto-
ry financial statements and other relevant information may not be
finalised until the respective tax returns are completed. 

The UK and Spain have advanced separate country legislation
following the one-year OECD timeframe for CbCR of groups for
which the parent company is headquartered in their jurisdiction. 

Symmetry of CbC, master file and local file documentation
At first glance, the unilateral legislation and OECD intent
appear synchronised. However, this symmetry is shattered by the
realisation that the master file and local file, building blocks for
the document trio including the CbC report, should be comple-
mentary and consistent for the information and functional analy-
ses provided.

Countries requiring “contemporaneous documentation” for the
master file and local file may also require submission of such infor-
mation no later than the due date of the corporate income tax
return. As a result, the one-year reporting extension for the CbC
report becomes illusory if the taxpayer wants to acknowledge, and
explain, perception gaps readily discernable in the reporting tem-
plate. Additionally, it also compresses the time available to recon-
cile CbC information to separate entity and/or group financial
information.

The inherent complexities of gathering CbC information, inclu-
sive of internally confirming and reconciling such data with the
financial information, are thereby accelerated to the earliest date by
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which the master file and local file are required to
be completed and/or submitted to any jurisdic-
tion in the world for alignment with the “contem-
poraneous documentation” standard.

The “new date” for ‘best practice CbCR’ is
transformed into the first “contemporaneous
date” for transfer pricing documentation in the
world – This forms the final due date in the time-
line from which all other compliance should be
structured. 

What does this mean for MNEs and
advisers?
The time cycles for year-end closing, statutory
reporting, income tax return compliance, master
and local file transfer pricing documentation, and
CbCR need to be reviewed with a fresh perspec-
tive to avoid perception gaps and potential reputa-
tional risks of explaining dissimilar information
from the trio of transfer pricing documents.

Year-end closing: MNEs are continually com-
pressing this exercise from several weeks to a few
days. Pre- year-end planning and system efficien-
cies continue to make this effort achievable.

Statutory reporting: Historically, advisers may
have delayed performing this compliance task until
after year-end, to ensure staff are readily available
and not preoccupied with year-end timing dead-
lines. MNEs may have also acknowledged this effi-
ciency from a pricing and resource limitation
perspective. 

However, new transparency initiatives and
related transfer pricing documentation reporting
going forward should inspire a fresh look for com-
pleting statutory reports. Year-end efficiencies for
financial reporting may be integrated with statutory reporting,
resulting in more timely accessing of information to provide trans-
fer pricing documentation efficiencies.

Income tax return compliance: This compliance task is being
compressed via mutual efforts by MNEs and advisers. As compli-
ance due dates are staggered for different jurisdictions, symmetry
for compilation with the transfer pricing documentation require-
ments should be maximised.

Master and local file transfer pricing documentation: A compar-
ison of “contemporaneous documentation” due dates, as applica-
ble, could be prioritised in alignment with CbCR to enable time
for analyses and supplementary documentation to address percep-
tive gaps.

CbCR: Many MNEs are now producing draft reports for pre-
liminary review and provide a baseline of accurate information. A
plan of action should be developed to allow integration of this
reporting with the master and local file transfer pricing documen-
tation, as well as deciding if supplementary CbC information
should be provided for additional transparency.

What does this mean for tax administrations?
Cooperative compliance relationships: These beneficial relation-
ships allow real-time discussion of significant transactions to pro-

vide certainty for financial statement and income tax return report-
ing. This relationship will not benefit from having access to that
year’s CbC report, as the due date of such report will generally be
subsequent to the income tax return due date and real-time discus-
sion of relevant issues. The impact of CbCR should be a discussion
between the MNE and tax administration to understand its rele-
vance for transfer pricing risk determination. 

Audit timing: To the extent CbC reports will be used in trans-
fer pricing risk determination, audit scheduling will be a consider-
ation to allow time for submission of the report, receipt of the
report from the relevant (parent) jurisdiction, and internal risk
review complementing the transfer pricing focus upon commence-
ment of the audit. 

Developing countries: Not all countries will have access to a
MNE’s CbC report due to restrictions on exchange of information
and bilateral or multilateral legal agreements. Some countries are
now considering unilateral legislation to provide such access to
augment their efforts to identify transfer pricing risks.

The OECD’s BEPS transfer pricing documentation guidelines,
supplemented by local country legislation, have provided impetus
for MNEs, tax advisers, tax administrations and other interested
parties to form new best practices going forward for mutual bene-
fit and transparency.
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Cooperative compliance relationships are beneficial for both sides, allowing real-time discussions
to take place


