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A
ction 13 

C
bC

 M
C

A
A

 A
doption

•
M

any countries have agreed to the autom
atic exchange of CbCRs by signing the M

ultilateral Com
petent 

Authority Agreem
ent on the Exchange of CbC Reports(the "CbC M

CAA")

–
The M

CAA is m
eant to ease and ensure the autom

atic transfer of CbCRs am
ong signatories

•
As of O

ctober 2018, 74 countries have signed the CbC
M

CAA

•
As of Septem

ber 2018, m
ore than 1,800 exchange agreem

ents have been activated betw
een signatories of 

the CbC
M

CAA

•
The U

nited States has not signed the CbC M
CAA but is instead negotiating bilateral agreem

ents for the 
exchange of CbCRs

•
In the U.S., CbC reports are “return inform

ation” under Section 6103

•
As of N

ovem
ber 2018, the U

nited States has signed bilateral agreem
ents w

ith 41 countries for CbCR
exchange, and has publicly disclosed that it is in negotiations w

ith 7 others

12



B
E

PS A
ction 13: M

aster File
•

M
aster file is expected to assist tax adm

inistrations in evaluating the presence of significant 
transfer pricing risk

•
M

aster file requirem
ents (2017 O

ECD TPG
, Chapter V, Annex I):

–
A chart dem

onstrating the M
N

E’s legal and ow
nership structure and location of operating entities

–
A description of the M

N
E’s business(es), including profit drivers, supply chains for certain of the group’s 

largest products/service offerings and their m
ain geographic m

arkets, im
portant service arrangem

ents, and 
im

portant business transactions

–
A description of the M

N
E’s intangibles, including the group’s strategy for intangibles, the locations of R&

D 
facilities and m

anagem
ent, a list of the group’s intangibles that are im

portant for transfer pricing purposes, 
and a list of im

portant agreem
ents related to intangibles

–
A description of the M

N
E’s intercom

pany financial activities, including how
 the group is financed, w

hich 
group m

em
bers provide central financing functions for the group and w

here they are m
anaged, and the 

transfer pricing policies applicable to related-party financing arrangem
ents

–
The M

N
E’s financial and tax positions

13



B
E

PS A
ction 13: Local File

•
The inform

ation required in the local file supplem
ents the m

aster file and helps to m
eet the 

objective of assuring that the taxpayer has com
plied w

ith the arm
’s length principle in its 

m
aterial transfer pricing positions affecting a specific jurisdiction. 

•
Local file requirem

ents (2017 O
ECD

 TPG
, Chapter V, Annex II):

–
A description of the local entity m

anagem
ent structure, local org chart, and a detailed description of the 

local entity’s business, business strategy, and key com
petitors

–
Detailed inform

ation regarding m
aterial controlled transactions, including a description of the transactions 

and the context in w
hich they occurred, the am

ount of intra-group receipts and paym
ents for controlled 

transactions involving the local entity (by transaction category and tax jurisdiction of foreign 
payor/recipient), a “detailed com

parability and functional analysis of the taxpayer and associated 
enterprises” related to each category of controlled transactions, and identification of the m

ost appropriate 
transfer pricing m

ethod for each category of transaction and w
hy and how

 it w
as applied

–
Detailed financial inform

ation for the local entity and sum
m

aries of relevant financial data for com
parables

14



C
ountry-by-C

ountry R
eporting: 

C
om

m
on G

round betw
een Section 6038 and O

E
C

D
 TPG

17

•
The inform

ation required in Form
 8975 and BEPS Action 13 is identical

–
Part I “Tax Jurisdiction Inform

ation” in Form
 8975 asks for the sam

e data as Table 1 “O
verview

 of allocation of 
incom

e, taxes and business activities by tax jurisdiction” in Annex III to Chapter V

–
Part II “Constituent Entity Inform

ation” in Form
 8975 has the sam

e m
ain business activities as Table 2 “List of 

all the Constituent Entities of the M
N

E group included in each aggregation per tax jurisdiction” in Annex III to 
Chapter V

•
[



B
E

PS A
ction 13: M

aster File
•

M
aster file is expected to assist tax adm

inistrations in evaluating the presence of significant 
transfer pricing risk

•
There is no corollary to the m

aster file in the Section 6662 regulations and no m
aster file 

requirem
ent in the U.S.

•
W

hy the Concern?

–
A global overview

 of a M
N

E's business can reveal sensitive inform
ation about its supply chain, business 

operations, intangibles and financial and tax positions

–
W

hile CbCR is provided only to the parent country and then distributed through existing treaty netw
orks, 

the m
aster file w

ill be directly reported to countries in w
hich the M

N
E operates

•
W

hat to Do?

–
“High-level”

–
Balance to m

ake sure reported inform
ation is not harm

ful if publicly disclosed

18



B
E

PS A
ction 13: Local File

•
The inform

ation required in the local file supplem
ents the m

aster file and helps to m
eet the 

objective of assuring that the taxpayer has com
plied w

ith the arm
’s length principle in its m

aterial 
transfer pricing positions affecting a specific jurisdiction

•
The local file requirem

ents are sim
ilar to those in Treas. Reg. §

1.6662-6(d)(2)(iii)(B)

–
Business overview

–
O

rganizational structure

–
A description of (1) the m

ethod selected and the reason w
hy is w

as selected; (2) the alternative m
ethods 

considered and rejected; (3) the controlled transactions and internal data used to analyze them
; and (4) the 

com
parables used, how

 com
parability w

as evaluated, and w
hat adjustm

ents w
ere m

ade

–
An explanation of the econom

ic analysis and projections relied on

–
A sum

m
ary of additional data acquired post-tax year but before filing return
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