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CRITICAL THINKING AT THE CRITICAL TIME™ 

INTRODUCTION 

At the G20 Summit on 15-16 November 2014, political 

leaders reiterated their determination to address base erosion 

and profit shifting by corporate groups with the objective of re-

establishing the integrity and fairness of international tax 

rules. The result is the continuing evolution in the corporate 

taxation landscape that will significantly impact corporate legal 

structures and financing strategies.  

Companies are already facing increased scrutiny of their 

international tax affairs. G20 leaders agreed to automatic 

exchange of information between tax authorities and to 

improve transparency of rulings related to preferential tax 

regimes. The OECD had already delivered a template for 

country-by-country reporting of corporations’ tax revenues in 

September 2014. This will require greater cooperation 

between tax authorities. Companies may also have to engage 

with individual tax authorities differently and a broader 

stakeholder community.  

This brief overview outlines developments with respect to 

corporate tax policy at the international and European level 

and highlights anticipated future developments. 

 

OECD – Base Erosion and Profit Shifting (BEPS) 

Action Plan 

Much of the tax avoidance debate in the international context 

is anchored in the G20, which mandated the OECD to develop 

proposals to overhaul the global corporate tax system by end 

2015. The OECD programme is seeking to realign corporate 

taxation with economic activities and value creation, and 

preventing base erosion and profit shifting (BEPS) by 

multinational corporations.  

 

The OECD is on course to meet its ambitious timetable. A first 

set of deliverables was published on 16 September 2014. 

These notably included proposals on the neutralisation of 

cross-border differences in the treatment of entities or 

instruments (i.e. hybrid mismatches) and intra-group transfer 

pricing of intangibles such as intellectual property.  

 

Considerable progress has been made in addressing harmful 

tax practices. G20 leaders agreed a framework to improve 

transparency on tax rulings related to preferential regimes and 

there has been continuing discussion on intangible property 

regimes.  The UK and Germany have led an initiative to agree a 

framework for innovation boxes adapting proposals in the 

BEPS project to develop the 'Modified Nexus' approach. It 

requires a greater link between R&D expenditure and the 

income arising from the IP assets. Whilst companies 

developing and exploiting IP from their home territory are 

unlikely to be significantly impacted, the tax advantage will be 

reduced where IP is acquired or developed by related parties in 

other territories.  Existing regimes will be closed to new 

entrants by June 2016 and eventually abolished by June 

2021.  

 

The OECD’s BEPS Action Plan will also lead to increased 

availability and transparency of information to tax authorities. 

The G20 agreed to an automatic exchange of tax information 

as early as 2017. A template for country-by-country reporting 

of tax revenues was already endorsed and is intended to act 

as a risk assessment tool for tax authorities. However, this will 

require tax authorities to understand and appropriately action 

the material that they receive. Increased tax transparency also 

raises concerns about ensuring confidentiality.  

 

The OECD’s second and third set of deliverables are expected 

by September and December 2015, respectively.  This 

includes the development of a multilateral instrument that 

participating countries can use to implement various 

measures developed in the course of the work. Conversely, 

implementation by individual countries raises the risk that the 

BEPS project is not executed in a timely and consistent 

manner, which in turn increases the risk of tax uncertainty for 

corporates. 

 

European Commission – State aid inquiries into Member 

States tax practices 

The EU and its Member States are actively engaged in shaping 

the BEPS recommendations at the OECD. However, their 

motives vary from hoping to maximise tax revenues to acting in 

response to public outrage at the possibility of corporations 

paying less than their fair tax share. At the same time 

countries with regimes that involve lower corporate taxes are 

eager to remain competitive in attracting global investment.   

The European Commission is fully subscribed to the BEPS 

Action Plan. It is using competition policy instruments to 

address harmful tax competition, in turn ensuring a level 

playing field between EU Member States competing for 

investment. This is demonstrated by the formal investigations 

into tax rulings concluded by national tax authorities with Apple 

in Ireland, Starbucks in the Netherlands, Amazon and Fiat 

Finance & Trade in Luxembourg. 

 

An important feature of the EU State aid investigations is 

reviewing whether the ruling was negotiated or reverse-

engineered rather than based on appropriate transfer pricing 

methods and procedures. The new European Commissioner 

for Competition, Margrethe Vestager has said that the 

Commission may have results on some of these open cases 

(which are a key priority of her mandate) by the second quarter 

of 2015, 

 

However, Ireland has already proactively responded to the 

inquiry into its tax regime and has changed its dual residency 

rules, effectively closing the so-called Double Irish loophole. As 

of January 2015, all companies registered in Ireland will also 

have to be tax resident. Ireland is now looking into the creation 

of a ‘knowledge development box’, in line with new OECD BEPS 

guidelines on patent box tax incentives. 
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CRITICAL THINKING 

AT THE CRITICAL TIME™ 

LuxLeaks: a catalyst for European corporate taxation? 

The revelation of Luxembourg tax rulings involving more than 

100 multinational corporations, some of them with effective 

tax rates of less than 1%, created extensive media attention. 

The so-called ‘LuxLeaks’ has moved the corporate taxation 

debate to the top of the political agenda, with the European 

Parliament seeking an active role. The European Liberals 

Group (ALDE Group) proposed the creation of a special 

committee in the European Parliament to look into these 

practices. The Group of European Socialists & Democrats (S&D 

Group) suggested that the European Commission and Member 

States should refrain from granting EU funding to companies 

involved in tax evasion.  

In response European Commission President Jean-Claude 

Juncker announced at the Parliament Plenary session on 12 

November that the new Commissioner for Economic and 

Financial Affairs, Taxation and Customs Pierre Moscovici has 

been tasked to draft a proposal for a regulation on the 

compulsory and automatic exchange of tax rulings. The 

Commission will also seek to advance discussions on a 

Common Corporate Consolidated Tax Base (CCCTB). However, 

this remains highly controversial as certain countries consider 

this a first step towards tax rate harmonisation. Ultimately a 

balance between tax cooperation and competition will have to 

be found both at the international and EU level. 

 

FTI consulting is unique in its capability to offer integrated 

strategic communications and tax advisory services. We help 

clients to understand the tax environment and associated 

political developments, including the impact on their tax 

position. Our integrated service offering also helps clients to 

assess stakeholder and public perception and the implications 

for stakeholder communications and reputation management. 

FTI has a proven track record in helping clients to navigate 

volatile political dynamics, establishing meaningful 

engagement with tax authorities, political institutions and 

media. 
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