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Dear Madam / Sir,

Re: Draft implementing regulation laying down a common template and electronic re-
porting formats for the application of Directive 2013/34/EU of the European Parliament
and of the Council as regards the information to be presented in reports on income tax
information (Ares(2024)5581829)

The ASCG appreciates the opportunity to comment on the proposal for a draft implementing
regulation.

Directive (EU) 2021/2101 amending Directive 2013/34/EU is part of the European Commis-
sion's package of initiatives with the overarching objective of preventing tax avoidance and
aggressive tax planning. It requires certain multinational undertakings to disclose more exten-
sive tax information. This is intended to increase transparency in the area of income tax in
order to enable public oversight of whether taxes are paid where the undertaking primarily
operates and generates income. We recognise the high political importance of the issue of tax
justice and tax transparency and are in favour of the European Commission giving this issue
a high priority.

However, we do not believe that the intended method of implementation is appropriate for
achieving the overarching objective mentioned above. Country-by-country information on in-
come taxes does create a certain degree of transparency through its disclosure alone. How-
ever, by comparing this data over several periods or with the corresponding disclosures of
other undertakings, we do not believe that it is possible to derive any indications as to whether
undertakings are behaving in a tax-compliant manner in the countries in which they are active.
It will be difficult to understand and correctly interpret the income tax disclosures, as this reg-
ularly requires special expertise and background information on the respective undertaking.
The risk of misinterpretation and reputational damage puts the undertakings concerned under
a de facto obligation to explain the disclosures to the public.

However, misinterpretation of information not only has an impact on an undertaking's reputa-
tion: If publicly available tax information is misinterpreted, this can also lead to increased vol-
atility on the capital markets. In addition, the general confidence of investors in the reporting
could decrease, for example due to misunderstandings in the comprehensibility of the tax
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information. Therefore, it is important to explain disclosures to the public, which in turn ties up
additional resources in the undertaking and thus causes additional costs. In its work pro-
gramme for 2024, the European Commission announced to reduce the burdens associated
with reporting obligations by 25 percent. Furthermore, additional explanations increase the
information overload in the context of financial reporting.

We are therefore of the opinion that the proposed disclosure requirements do not contribute to
achieving the primary objective of combating tax avoidance.

The ASCG submitted detailed comments on the proposed directive at the time and on the draft
legislation for transposition into German law (both comment letters in German only).

For further comments on the technical content of the draft implementing regulation with pro-
posed templates and electronic formats for pCbCR we would like to refer to our attached Ap-
pendix to this letter. In this context we would like to point out that the consultation period short
and the timing of the consultation during the holiday season is unfavourable. These circum-
stances affect the quality of feedback and should be taken into account in the future.

Should you wish to discuss any of the above-mentioned issues in more detail, please feel free
to reach out to us at any time.

Yours sincerely,

Accounting Standards Committee of Germany (ASCG)


https://germany.representation.ec.europa.eu/news/arbeitsprogramm-fur-2024-burokratieabbau-und-wettbewerbsfahigkeit-im-fokus-2023-10-17_en?prefLang=fr
https://germany.representation.ec.europa.eu/news/arbeitsprogramm-fur-2024-burokratieabbau-und-wettbewerbsfahigkeit-im-fokus-2023-10-17_en?prefLang=fr
https://www.drsc.de/app/uploads/2017/03/160527_DRSC_SN_Ertragsteuertransparenz.pdf
https://www.drsc.de/app/uploads/2022/11/221031_DRSC_SN_BMJ_RefE_pCbCR.pdf
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APPENDIX

Technical Comments on the draft implementing regulation laying down a common tem-
plate and electronic reporting formats for the application of Directive 2013/34/EU of the
European Parliament and of the Council as regards the information to be presented in
reports on income tax in-formation (Ares(2024)5581829)

Tax paid by multinationals — template and electronic formats for ‘country by country’
reports

We would like to address the following issues specifically with regard to the draft implementing
regulation:

Article 5 of the draft implementing requlation (Transitional provisions)

The provisions to use the templates and tag the disclosures are already to be applied for fi-
nancial years starting on, or after 1 January 2025. In order to provide enough time for under-
takings to implement the new provisions, a transition period is necessary (Recital 12 of the
draft implementing regulation). This is particularly relevant for undertakings that have little or
no experience with tagging disclosures and software providers that have to develop the rele-
vant tools. The new provisions should therefore only be applied for financial years starting on,
or after 1 January 2026.

There may be cases in which undertakings do have a financial year different from the calendar
year and therefore have to prepare a report before the provisions in the implementing regula-
tion are applicable. We request that the expectations for the reporting of such undertakings be
specified, whereby attention should be paid to keeping the administrative burden as low as
possible. Alternatively, the provisions of the implementing regulation could be applied earlier
on a voluntary basis.

During a transitional period, it could be helpful to be allowed to use XML instead of XBRL. XML
as a target format for a working format (such as Excel) is easy to use for undertakings subject
to reporting requirements, as Excel/XML conversation tools are already used within the OECD
country-by-country reporting, which are technically easy to use and low-cost.

Template in section 2 of annex | to the draft implementing regulation

We see no added value in a double disclosure of countries (“tax jurisdiction” column and “coun-
try code” column). The OECD country-by-country reporting (table 1 in part A of section Il of
annex lll to Council Directive 2011/16/EU) only uses the “country code” column and not the
“tax jurisdiction” column. The “tax jurisdiction” column could be completely omitted by defining
a mandatory code for “all other tax jurisdictions (aggregated basis)”.



https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=CELEX%3A02011L0016-20240101
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Template according to the draft implementing regulation
[Additional
R Country Profit (loss) 11161.]11‘16 X | Tncome tax Accumulate| Number of columns
Tax jurisdiction : Revenues before paid —on d- . may be
code . . accrue d earnings | employees
income tax | cashbasis | current year ’ added as
necessary|

1. Full name of
Member
State or tax
Jurisdiction
A

2. Full name of
Member
State or tax
Jurisdiction B

(5]

All other tax -
jurisdictions
(aggregated
basis)

Template according to Council Directive 2011/16/EU

Name of the MNE Group:
Fiseal Year concered:
Currency used:

E

Tangible assets
Aceumulated Number of other than cash

earnings employees and cas
equivalents

Income tax
acerued — current|  Stated capital
year

Profit (loss) before | Income tax paid

Tax jurisdiction
¥ income 1ax {on cash basis)

Unrelated party
Total

Related party

In general, we are calling for this template to be as consistent as possible with the OECD
country-by-country reporting template in order to minimise the costs for reporting undertakings.
For example, “income tax paid (on cash basis)” is spelt slightly differently.

According to the “Specific reporting instructions”, “With regard to the line with the following
heading ‘All other tax jurisdictions (aggregated basis)’ where the jurisdictions disclosed line by
line cover all the activities of the reporting standalone undertaking or ultimate parent undertak-
ing, the information reported should be a zero figure or ‘nil”. This option should be removed
for standardisation. Instead, either ‘0’ or ‘nil’ should be mandatory here.

According to the “Specific reporting instructions”, “amounts shall be reported down to the unit
with no scaling applied, and with an accuracy deemed appropriate by the reporting undertak-
ing.” More clarification should be given here as to what “accuracy deemed appropriate” means.
Would rounding to the nearest million be appropriate for a large company (with the risk that in
small countries a 0 is then shown instead of, for example, 300,000)?

Template in section 3 of annex | to the draft implementing regulation

We see no added value in a double disclosure of countries (“tax jurisdiction” column and “coun-
try code” column). The OECD country-by-country reporting (table 2 in part A of section Il of
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annex lll to Council Directive 2011/16/EU) only uses the “country code” column and not the
“tax jurisdiction” column.

It is positive to note that the reporting undertaking is given the opportunity to disclose the ac-
tivities in accordance with OECD country-by-country reporting (Article 48c (3) Directive
2013/34/EU). However, if undertakings do not report in accordance with OECD country-by-
country reporting (Article 48c (2) Directive 2013/34/EU), the reporting of activities is different.
In this case, the activities have to be disclosed in accordance with the NACE codes, which can
result in different disclosures depending on whether undertakings report in accordance with
OECD country-by-country reporting or not. This can affect the comparability of the disclosures.
The reporting of activities should therefore be aligned as closely as possible with OECD coun-
try-by-country reporting.

Similar to the template in section 2 of annex | to the draft implementing regulation the following
specific reporting instructions should be included: ,,Should an information be omitted in the
table, this shall be reported in Section 4.”

Template according to the draft implementing regulation

Member State or tax jurisdiction Country Name of each subsidiary undertaking in the | Brief description of the nature of activities in
code Member State or tax jurisdiction the Member State or tax jurisdiction
1. Full name of Member State or tax jurisdiction
» Subsidiary a
Subsidiary b
Subsidiary ¢

Specific reporting instructions regarding the template according to the draft implementing

regulation
The ‘Brief description of the nature of activities in the Member State or tax jurisdiction’ shall
be drawn up on the basis of Annex | of Regulation (EC) No 1893/2006 of the European
Parliament and of the Council establishing the statistical classification of economic activities
NACE, taking account of the activities of the group or standalone company in the country as
a whole. For instance, where taking all the activities in a given country into account these
cover section C and G of Annex | of Regulation (EC) No 1893/2006, the corresponding text
shall be: “manufacturing / wholesale and retail trade; repair of motor vehicles and motorcy-
cles’.

In the case where the information is drawn up on the basis of the reporting instructions referrved to in Section III, Parts B and C, of Annex III to
Council Directive 2011/16/EU, the ‘Brief description of the nature of activities in the Member State or tax jurisdiction’ shall be drawn up on the
basis the following list of main business activities, taking all the activities in a given country into account:

Research and Development

Holding or Managing Intellectual Property
Purchasing or Procurement

Manufacturing or Production

Sales, Marketing or Distribution
Administrative, Management or Support Services
Provision of Services to Unrelated Parties
Internal Group Finance

Regulated Financial Services

Insurance

Holding Shares or Other Equity instruments
Dormant

Other

For instance: “Manufacturing or Production / Sales, Marketing or Distribution”. In the case where the activities are reported as ‘Other’, no
further description is required.
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Template according to Council Directive 2011/16/EU

Name of the MNE Group:
Fiscal Year concerned:

Main Business Activity(ies)

Tax Jurisdiction of Organisation
Constituent Entities Resident in| or Incorporation if Different

the Tax Jurisdiction from Tax Jurisdiction of
Residence

or Production

Tax Jurisdiction

Sroup Fin:
Insurance
Dormant

les, Marketing or Distribution
Other (')

| C
Regulated Financial Services

Purchasing or Procurement

Salk

3.

(') Please specify the nature of the activity of the Constituent Entity in the *Additional information™

In general, we are calling for this template to be as consistent as possible with the OECD
country-by-country reporting template in order to minimise the costs for reporting undertakings.
We therefore propose further dynamization of the reference to use the OECD country-by-coun-
try reporting. This would have the advantage that when the provisions on OECD country-by-
country reporting are updated, these changes could also be used for the purpose of public
country-by-country reporting without any differences in the activities. Such differences would
be a significant problem in practice because activities for OECD country-by-country reporting
and public country-by-country reporting would then have to be collected separately, which
should be avoided due to the costs associated with this.

Annex IV

The template in section 2 of annex | to the draft implementing regulation requires the disclosure
of revenues in a column. In the list of taxonomy elements in section 2 of annex |V, the revenues
are divided into ‘related’ and ‘unrelated’. In our understanding, these taxonomy elements cor-
respond to the reporting requirement under Article 48c(2)(d) of the Directive 2013/34/EU. We
would like to see a clarification whether the use of these taxonomy elements is mandatory or
optional.

Template in section 2 of annex | according to the draft implementing regulation

[Additional
. ) Profit (loss) | Income tax Income tax _ columns
Tax jurisdiction Country Revenues before paid —on ed — Afwu“.ﬂme Number of may be
code , . accrue d earnings | emplovees )
income tax | cash basis | cyrrent vear N added as
necessary]

1. Full name of
Member
State or tax

Jurisdiction

A
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Taxonomy elements in section 2 of annex IV
according to the draft implementing regulation

RevenuesRelated X duration Label Revenues from transactions
with related parties

RevenuesRelatedOtherTaxJurisdictions X duration Label Revenues from transactions
with related parties, other
tax jurisdictions

RevenuesUnrelated X duration Label Revenues from transactions
with non-related parties

RevenuesUnrelatedOther TaxTurisdictions X duration Label Revenues from transactions
with non-related parties,
other tax jurisdictions

The use of the following additional taxonomy elements should be clarified:

e PublicSubsidiesReceived*;
e PublicSubsidiesReceivedOtherTaxJurisdictions”;
e . GenerallnformationAbstract®.

Annex |ll continued

It remains unclear whether the use of extensions to the core taxonomy is necessary for tagging.
It should not be necessary to use extensions, as this could impair the comparability of the
information.

We consider the provision of guidance to be important, as many preparers of the public coun-
try-by-country reporting will have no previous tagging experience. To achieve a common un-
derstanding of which information should be tagged with which taxonomy elements and how,
the European Commission should publish illustrative examples of XBRL reports with guidance
on how to tag information. A good example of such guidance is the “IFRS Foundation’s docu-
ment Using the IFRS Taxonomy: A preparer’s guide® which is very clear and provides a good
understanding with the help of examples.

The European Commission could support preparers further by providing fully tagged model
public country-by-country reports (and templates). With the help of such tagged model reports,
preparers would not have to tag their reports themselves but could instead insert their respec-
tive information into the model reports.


https://www.ifrs.org/content/dam/ifrs/resources-for/preparers/xbrl-using-the-ifrs-taxonomy-a-preparers-guide-january-2019.pdf
https://www.ifrs.org/content/dam/ifrs/resources-for/preparers/xbrl-using-the-ifrs-taxonomy-a-preparers-guide-january-2019.pdf

Accounting Standards Committee of Germany

Deutsches Rechnungslegungs Standards Committee e.V. ’ l |

DRSC

Further comments

From the perspective of a reporting undertaking, it would be desirable if the intended target
format could be easily achieved using a standard working format (e.g. Excel). This is the case
with the XML format and is currently practised in this way. Various Excel-XML conversation
tools exist for the OECD country-by-country reporting, so that the use of the XML format poses
no problems. However, if a different format is to be used (such as XBRL), no additional tech-
nical hurdles should be created for reporting undertakings. Regarding the tagging of disclo-
sures, preparers should not have to fulfil more reporting requirements than required by Di-
rective (EU) 2021/2101. This requirement can be derived from the provisions already in place
of the ESEF Regulation (Article 4 (2) Delegated Regulation (EU) 2019/815), as “issuers shall,
as a minimum, mark up the disclosures (specified in Annex |l Delegated Regulation (EU)
2019/815) where those disclosures are already present in the IFRS consolidated financial
statements.”



