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Introduction

Over the last decade there has been increasing
public scrutiny of the taxes paid by companies,
especially Multinational Enterprises (MNEs). Evidence
suggests that some companies pay little or no tax any-
where in the world.  ere is a wide range of cross-border
tax planning techniques that are used to produce such
results which are collectively referred to as “base erosion
and pro tshifting”.
Last year the OECD and G20 jointly established a
Base Erosion and Pro t Shifting project to address those
global concerns. e acronym BEPS is often used to refer
to this speci ¢ project. G20 countries that are not mem-
bers of the OECD participate in BEPS as Associates, on
an equal footing with Member Countries. However, it
is widely recognized that many other countries need to
be engaged in this work if it is to yield the greatest ben-
e ts for countries generally and re ect the concerns and
aspirations of all countries, by reducing their vulner-
ability to base erosion and pro t shifting and increasing
their ability to respond to it cooperatively and e ectively.
In response to these concerns and increasing inter-
national attention, the United Nations Committee of
Experts on International Cooperation in Tax Matters
established a Subcommittee on Base Erosion and Pro t
Shifting Issues for Developing Countries at its annual
session in October 2013.
e Subcommittee is mandated to draw upon its
own experience and engage with other relevant bodies,
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It is important to note is that there is not one single
cause of base erosion and pro t shifting. In some cases it
re ects gaps and inadequacies in the design of domestic
laws. Countries’ domestic rules for taxing multination-
als on their world-wide pro ts (“controlled foreign com-
pany” (CFC) rules) may be inadequate. In other cases
countries’ rules for taxing investment into their coun-
try may be undermined by the use of related-party debt
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What has Happened so Far?

G20 countries and the OECD have jointly committed
to addressing base erosion and pro t shifting. In June
2012, the G20 leaders discussed the need to prevent base
erosion and pro t shifting at their meeting in Mexico.

ey asked the OECD to report to them on the issue.

e report released by the OECD in February 2013
outlined the problems and promised an Action Plan by
mid-2013. e OECD’s Action Plan on Base Erosion and
Pro t Shifting
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taxed at very low rates” but that the Action plan is “not

directly aimed at changing the existing international

standards on the allocation of taxing rights on cross-

border income”.4n
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