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Introduction

Shce 2009undertheDH N Q& f S RSNB KA L) 4 A (tKe iniekh&tional dakbyi@edili 2 F

has been reformedo ensure a more resilient, stable and sustainable environment for global growth.
From putting an end to bank secketo establishing a system for tracking crdesder transactions

that were previously unknown and unknowable, our work to enhance tax transparency across the
world has fundamentally changed the landscapshutting down opportunities for tax evaders to
escape detection.

Our latestwork on the international tax agendahe OECH520 BEPS Projestais launched in 2013,
to address the mismatches in the international tax systdyat facilitate base erosion and profit
shifting (BEPSkhy multinational enterprisegnd result in double notaxation We now knowthat
thesetax planningarrangementshave an estimated impacof between 100240 billion USDn lost
corporate tax revenueser year globally. Working together on an equal footingn just 2 years
OECD and G20 membdrave agreeda comprehensivepackageof 15 measurego tackle these
loopholes Many developing countries have expressed a strong interest in that work and at your
request have been invited to contributélhe BEP$ackage deliversthe tools for governmentsto
level the playing field between domestic and miriational enterprises, engre profits get taxed
where value is created, and shed light on tax planning arrangements which have redgbeioll
corporate tax rates tgust 1 or 2%or some businesses

The BEPS packagecludes 4robustminimum standards to address critical BEPS isswbsdingtax
treaty abuse ancharmful tax practicesgstablish global reporting requirements for MNES, as well as
improve crossborder dispute resolution to more effectively address instances of double taxation
and provide more certainty to busines$2 countries participated directly in the development of
the measuresalongside international and regional organisationand more than120 jurisdictions
contributed through regional network meetings

The challenge ahead lies in implementatiomcluding to ensure that thdEPS measuresn be
applied globally and efectively meet the BEPS concerns adftbroad spectrum oftountries A
multilateral instrument is aleady under negotiation with 94countries participating which will

allow governments to rapidly update their networks of bilateral tax treaties in line with the BEPS
outcomes.An inclusive framework that brings all interested ijisdictions together to monitor and
support the effective implementation of the BEPS measures will be crufdalturning the BEPS
package into realitgnd establishing a level playing field.

In 2009, thanks to the G20 impetus, all jurisdictions committedxchange of bank information on
request. This major breatrough started a trend towards greater transparency which is now
culminating with jurisdictions beginning to implement their commitment to automatic exchange of
information.

The single commontandard for automatic exchange of financial account information (AEOI) was
delivered to the G20 by the OECD in 2014 and now has 96 countries committed to implementing the
standard by 2017 and 2018. With the first automatic exchanges to begin in 2017 riesuate
providing taxpayers with a final chance to voluntarily disclose funds held offshoreate nore
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than 48 billion eurosin additional revenuehas been identified by just 30 countrieshat have
established voluntary disclosure programs and otherilgir initiatives targeting offshore evasion.

The focusfor AEOIis now firmly on supporting implementation. Under the Global Forum on
Transparency and Exchange of Information for Tax Purposes, five AEOI pilot projects are underway
to provide developingauntries with capacity building assistance to access the benefits of AEOI. The
Global Forum is also preparing the peer review process to ensure that jurisdictions meet the AEOI
commitments they have made.

Theextraordinary progress tht has been made in the past years has reliecbn the unwavering
political leadership of the G20.As we move to the implemeation phaseof these significant
projects, combined with a rapidly growing awareness of the need to ensure that all countries
participate in, and benefit from the progress madke continued political support of the G20 is
neededmorethan ever.



PART 1

OECD SECRETARY-GENERAL REPORT

TO THE G20 LEADERS

OECD/G20 Base Erosion and Profit Shifting
Project

Automatic Exchange of Information

Tax and Development






A.The OECD/G20 Base Erosion and Profit Shifting Project

In June 2012 at the G20 Summit in Los Cabos, you asked the OECD to start work to address base
erosion and profit shifting (BEPSn September 2013, at the G20 Summit in Saint Petersburg, you
endorsed the 15point Action Plan to addres8EPSBEPS referottax planning that makes use of

gaps in the interaction of different tax systems to artificially reduce taxable income or shift profits to
low or no tax jurisdictions in which little or no economic activity is perform@&tie result can be
Multinational Enterprises paying global corporate tax rates of just 1 or 2%, challenging the fairness
of our tax systems and damaging the foundation of trust which underlines the relationship with our
citizens.

The revenue impacts ofHPS arelsosevere.From our work over the last 2 years, we now know
that even a conservative estimate placte global corporate income tax revenue losses due to
BEPSt almost a quarter of a trillion dollars annuallyThe stakes arhigh, andthe OECIand G20
members working together on an equal footing, hadeveloped a comprehensive package of
measures to tackle BEPS, which are presented for your endorseifieatpackage is practically
focused, and ready for implementation, providing policy detailsvalt as the tools for putting the
measures in place.

The package includesonsensus on 4 robust minimum standards to address some of the most
significant BEPS arrangements which result in double 4{taxation. This includes giving tax
administrations forthe first time, a global picture of the operationsf MNE, as well as providing
more certainty to business through improved arrangements to resolve disputésternational tax
issues arising between countries. Existing international standards haveedsaévised to address

the challenges of modern business practices and a globalised economy, and the tools for
governments to implement domestic aspects of BEPS have been develdp=2015 Explanatory
Statement is an important document providingan exeactive overview of theBEPSoutcomes
(attached at Annex A)

The G2GOECpartnershipto tackle BEPS hatemonstratedhow governments can work together

to deliver concrete resultsquickly. Tax issues remain sovereign, but in a globalised world, the
effectiveness of domestic policies are impacted severely by their interaction at the international
level and therefore require a more coordinated approa6B. countries participated directly irhé
development of the BEPS measures as well as the IMF, UN World Bank Group, and regional tax
organisationdike ATARAfrican Tax Administration Forurapd CIATInter American Center of Tax
Administrations) Officials from more than 120 jurisdictions weconsulted worldwide through
dedicated regional networks, and more than @@0 people from business and civil society
participated through the extensive public consultation process and regular webcasts. These inputs
helped to refine the solutions propoden the packagein particular by ensuring the development of
balancedresponses to BER&hich will not create an undue compliance burden or negative impact
on crossbordertrade and investment

Taken togetherand implemented consistently by governmentshese measureswill bring
substantial benefits to both developed and developing countries by restoring the coherence of



corporate tax in the international context, improve transparency of the operations and tax
planning of multinational enterprises, and ealign taxation with economic activity and value
creation.

The BEPS implementation phase

A significant milestone has been reached with the delivery of the comprehensive package of
measures Effective mplementation and application of theBEPSmeasuresat a global levelis
critical howeverif we areto ensure the policy objectives are meand the coordinated approach to
tackling these issues is preserved-or some of the measures, countries have already begun the
implementation process, and theegotiation of the multilateral instrumentis underwaythat will

allow countriesto quickly am efficiently update their bilateral tax treaty networks in line withe

BEPS measure§o date more than 9@ountries are participating in the negotiation, arbe
instrument isexpected to be open for signature by the end of 2016.

Ensuring effective implementation will require both peer review and monitoring of the
commitments to the BEPS outcomes, and also providing support to jurisdictiasmdhey turn the

BERS measures into reality. The latest data must be tracked, so that the impact of BEPS and the BEPS
measures can be understood, as well as new developments that could give rise to emerging BEPS
risks.A global approach with all interested jurisdictions abte participate on an equal footingvill

support the realisation of coordinated implementation, making stiva support is tailored to take

into account a range of economic environmenidork to address the specific BEPS priorities of
developing countriesvill alsocontinue wth the support of the OECD, IMBN andthe World Bank

Group. A mechanism to enhance cooperation between the international organisations on
international tax issues will also be explored, to ensure coordination, as well as to addyegsk of
duplication.

In the coming months, the OEG@rking with G20 members, will consult with a broad range of
stakeholders todeliver by early 2016 the inclusive frameworkandated by the G20 Finance
Ministers, that will support and monitorthe BEP$mplementation phase Tax administrations, will

have an important role to play, requiring enhanced ck0s8 NRSNJ O22 LISNI GA 2y | YR
on Tax Administration as well as regional tax organisations will be central to that effort.

The delivery of he BEPS package represents the most significant reform of the international tax
system in a centurylt fundamentally changes the landscape for international tax planning by MNEs,
putting forward an approach that aligrtaxation with the underlyingralue ceating activities As
countries move into the challenging process of making the BEPS measures effective in place, the
ongoing support of G20 Leaders will be paramount.
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B. Automatic Exchange of Information (AEQOI)

The G20-led commitmentto eliminate bank secredgd to the restructuring of the Global Forum on
Transparency and Exchange of Information for Tax Purp@esal ForumWwhich today has 129

members, all committed to the standard on exchange of tax information on request. WétBlobal
C2NHzYQa O2yldAydziy3a (2 YI 1S Ay MRresRidcusédirreasifglyzNI K S NJ
on the opportunities provided by automatic exchange of infotioa ¢ capable of identifying

transfers that were previously unknown and unknowalPropelled by the introduction of the U.S.

Financial Account Tax Compliance Act (FATCA), in 2013 the G20 called on the OECD to establish a
single common global standard for AEOI that could give access to foreign financial account
information to all comntied jurisdictions.

In July 2014 the OEQI2liveredthe global Common Reporting Standard (CRSAEI. Endorsed by
G20 Leaders in November 2018RSis a gamechanger in terms of deterring, detecting and
addressing tax evasiorso far,96 jurisdictions, including almost allidentified financial centres,

have committed to undertaking the first exchanges under the CRS by 2017 and.2848he
benefits of access to financial account information from across the globe become increasingly
apparent, additional auntries are expected to make the commitment to implement the AEOI
Standard.

Voluntary disclosure programmes

Recognisinghe dramatic impacbf the new transparent environmentaxpayersare moving quickly

to bring their offshore tax affairs into complianc&€he limited timérame left before the first
automatic exchanges begitas led a number of governments to introduce voluntary disclosure
programmes which in addition to regularisinggd norrcompliance, can also help testablish a
renewed relationship with taxpayers based on cooperative compliance.

Close to 70M00 taxpayers have already come forward through progrnames in 15 countriesand
Ecuador, Fiji, India, Israel, Italy, Korea, Luxembourg, Malaysia and Russia are among the latest
countries to announce or introduce voluntary disclosure programrileisty countries have already
identified additional revenue totalling over EUR 4@illion in the past 7years, from voluntary
disclosures and othersimilar initiatives targeted at offshore evasion.

Update on AEOI implementation

With the first AEOI exchangésmminent, jurisdictions must focus closely on ensuring they have the
right legal framework and domestic systems and processes in place to be able to exchange
information automaticallyeffectively. he Convention on Mutual Administrative Assistance in Tax
Matters (MAQ which provides a legal basis for AEOI, now has 90 participatirgglifiions,with
Bulgaria, Barbados and Uganifh® most recent countries tgign the ConventionCountriesrelying

on the MAC to provide the legal basis for automatic exchange and whooammitted to undertake
AEOI irR018, will need to ensure they havigsed and ratified the Convention by August 2016.

The Multilateral Competent Authority Agreemerior CRS provides the tobly which jurisdictions
agree the details of the automatic exchange proc&ssce October 2014, Z2ddditional jurisdictions
have joned that agreement bringing thetotal number of signatories to 74
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The OECD is actively supportipgisdictions to meet their AEOI commitments, with broad range

of tools and additional guidanceln August 2015, the OECD published the CRS Implementation
Handbook, which provides an easyread overview of the steps to be taken to successfully
implement the AEOI Standard domestically.October, the OECD and the Global Forum have jointly
launchal the AEQOI Portal, which provides governmeffitsancial institutions and taxpayewsgith a
single accesspoint for all information related to the AEOI Standafthey have also organised 9
regional training events for government officials to daténe OECI» also currently developing
common transmission systemhich will allow countries to bilaterally transmit tax informationa
secure Ifenvironment.
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C. Tax and Development

Stronglysupportedby G20 Leaders and Finance Ministers, measures to emgaeter developing
country participation in the work on the international tax agenda have continued through. 205
link between effective tax systems as an element of domestic resource mobilisafibRM)in
order to finance and attain the post2015 Sustinable Development Goal§SDG)has teen
emphasised including at the most recent meetingof the h 9 / 5Task Force on Tax and
Development heldn earlyNovemberin Paris.

In conjunction with the BEP3roject, a dedicated work streammandated under the G20
Development Working Group®WG) will deliver practical guidance on the BERSted priority
issueswhich were identified bylow incomecountriesin 2014 Thiswork aims to translate the BEPS
deliverables and BERSlated issues identifiedy developing countries as their priorities, into
practical guidance relevant for the developing country context.

In July the OECIgreed a partnership with theJN Development Programn{&NDP}o extend the
reach ofthe Tax Inspector Without BordersT(WB initiative. TIWB provides developing countries

with hands on practical audit assistance for complex international tax issues, building expertise and

AKFNAY3I 0Sal LINFOGAOSad .dzAf RAY3I 2y ¢L2-ev@a
presencethe initiative will become fully operational by early 2016.

In partnership with regional partneré 2016 the OECD will publish théirst edition of Revenue
Statistics in Africacovering 8 countriest KS h 9/ 5Qa Df 20k f wS@SydzS
covermore than 60 countriesand provids officials with a omprehensive, comparable artigh

guality revenue dat@o make informed decisions about the design of tax patidyeir countries.

We very much look forward to working closely with the IMF, the WabiBank and the UN to make
sure that we all join forces to support jurisdictions on tax issues, avoiding duplication.

! www.oecd.org/tax/taxglobal/reportto-g20-dwgon-the-impactof-bepsin-low-income

countries.pdf
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Annex A
2015 BEPS Explanatory Statement

Introduction

1 International tax issues have never been as high on the political agenda as
they are today. The integration of national economies and markets has increased
substantially in recent years. This has put a strain on the internationéiaenework,

which was designed more than a century ago. The current rules have revealed
weaknesses that create opportunities for Base Erosion and Profit Shifting (BEPS), thus
requiring a bold move by policy makers to restore confidence in the system and
enaure that profits are taxed where economic activities take place and value is
created. In September 2013, G20 Leaders endorsed the ambitious and
comprehensive Action Plan on BEPS. This package of 13 reports, delivered just 2
years later, includes new or rdorced international standards as well as concrete
measures to help countries tackle BEPS. It represents the results of a major and
unparalleled effort by OECD and G20 countnesrking together on an equal footing

with the participation of an increasimgumber of developing countries.

2. The stakes are high. Although measuring the scope of BEPS proves
challenging, the findings of the work performed since 2013 confirm the potential
magnitude of the issue, witlestimates indicating that the global corporate income

tax (CIT) revenue losses could be between 4% to 10% of global CIT revenues, i.e. USD
100 to 240 billion annually. The losses arise from a variety of causes, including
aggressive tax planning by some tmadtional enterprises (MNES), the interaction of
domestic tax rules, lack of transparency and coordination between tax
administrations, limited country enforcement resources and harmful tax practices.
The affiliates of MNESs in low tax countries report @dintwice the profit rate (relative

to assets) of their global group, showing how BEPS can cause economic distortions.
Estimates of the impact of BEPS on developing countries, as a percentage of tax
revenues, are higher than in developed countries give@ 8ef 2 LAYy 3 O2dzy G NA S&a Q =
reliance on CIT revenues. In a globalised economy, governments need to cooperate
and refrain from harmful tax practices, to address tax avoidance effectively, and
provide a more certain international environment to attract angs&in investment.

Failure to achieve such cooperation would reduce the effectiveness of CIT as a tool
for resource mobilisation, which would have a disproportionately harmful impact on
developing countries.

3. This EEPS package, which includes and consolidates the first seven reports
presented to and welcomed by the G20 Leaders at the Brisbane Summit in 2014, has
been developed and agreed in just two years. This is chiefly because there is an
urgent need to restore th trust of ordinary people in the fairness of their tax
systems, to level the playing field among businesses, and to provide governments
with more efficient tools to ensure the effectiveness of their sovereign tax policies. It
was also imperative to moveugkly to try to limit the risks of countries taking
uncoordinated unilateral measures which might weaken key international tax
principles which form a stable framework for crdssder investments. BEPS can
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result in double nortaxation but addressing BBEPshould not result in double
taxation. Double taxation would harm MNEs which have contributed to boosting
trade and investment around the world, supporting growth, creating jobs, fostering
innovation and providing pathways out of poverty. Double taxatwould also
increase the cost of capital and could deter investment in the economies concerned.

4, The level of interest and participation in the work has been unprecedented
with more than 60 countrigsdirectly involed in the technical groups and many
more participating in shaping the outcomes through regional structured dialogues.
Regional tax organisations such as the African Tax Administration Forum (ATAF),
Centre de rencontre des administrations fiscal@REDAFand the Centro
Interamericano de Administraciones Tributaria®&IAT) joined international
organisations like the International Monetary Fund (IMF), the World Bank (WB) and
the United Nations (UN), in contributing to the work. Stakeholder interest including
invaluable interactions with business and civil society saw more th&@®@2ages of
comments received on the 23 discussion drafts published and discussed at 11 public
consultations, as well as more than @00 views of the OECD webcasts on BEPS.

5. The report Addressing Base Erosion and Profit Shiftt@ECD, 2013)
concluded that no single tax rule on its own enables BEPS; it is rather the interplay
among different issues that makes it possible. Domestic laws ded tbat are not
co-ordinated across borders, international tax standards that have not always kept
pace with the changing global business environment and a pervasive lack of relevant
information at the level of tax administrations and policy makers combinprovide
opportunities for taxpayers to undertake BEPS strategies. The availability of harmful
tax practices was also identified as a key pressure area.

6. Out of a shared desire to address BEPS concerns, thexgréement ora
comprehensive package of measureshich are designed to be implemented
domestically and through treaty provisions in a coordinated manner, supported by
targeted monitoring and strengthened transparency. The goal is to tackle BEPS
structures by comprehensively addressing their root cauatiser than merely the
symptoms.

7. Once the measures are implemented, many schemes facilitating double non
taxation will be curtailed. The implementation of the BEPS package will better align
the location of taxableprofits with the location of economic activities and value
creation, and improve the information available to tax authorities to apply their tax
laws effectively. In order to minimise the incidence of double taxation, improving
dispute resolution as wellsaestablishing mechanisms to support and monitor the
implementation of the measures are also a key part of the BEPS reforms.

8. The BEPS package represents the first substapsiatl overdue renovation

of the intemational tax standards in almost a century. This renovation is necessary
not only to tackle BEPS, but also to ensure the sustainability of the current
international framework for the taxation of cro$®rder activities and the
elimination of double taxatin. The G20 and the OECD have recognised that BEPS by
its very nature requires coordinated responses, which is why countries have invested
the resources to participate in the development of shared solutions. After
summarising the achievements to date, thigplanatory Statement outlines the way
forward to ensure an efficient implementation of the agreed measures and to follow
up through an inclusive, targeted monitoring mechanism.
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Achievements of the BEPS Project

0. For the first time all OECD and G20 countries have worked together on an
equal footing to design common responses to international tax challenges. Further,
there has been unprecedented participation by developing countries in the
development of commonhkagreed international tax standards. The fact that so many
countries have participated in the work and cooperated in the development of
changes to the interna&nal tax environment is in itself significant achievement of

the Project

10. Moreover, in addition to the work undertaken within the Project, parallel
work has been undertaken that targets the priority BEPS exgédls identified by low
income countries and spelled out in a tyart report to the G20 Development
Working Grouf in 2014. These include issues relating to the availability of transfer
pricing comparables including challenges in the commodities sectorsparent and
effective tax incentives, and indirect transfers of assets. The development of toolkits
to help developing countries address these issues will continue through 2016 and
2017, working with countries in partnership with regional tax orgarosetiand the

IMF, World Bank, and UN.

11 A comprehensive package of measures has been agreed umuntries

are committed to this comprehensive package and to its consistent implementation.
These measures range fromew minimum standards to revision of existing
standards, common approaches which will facilitate the convergence of national
practices and guidance drawing on best practiddmimum standards were agreed

in particular to tackle issues in cases where notian by some countries would
have created negative spill over@ncluding adverse impacts of competitiveness) on
other countries. Recognising the need to level the playing field, all OECD and G20
countries commit to consistent implementation in the areafs preventing treaty
shopping, Countrpy-Country Reporting, fighting harmful tax practices and
improving dispute resolution. Existing standards have been updated and will be
implemented, noting however that not all BEPS participants have endorsed the
underlying standards on tax treaties or transfer pricing. In other areas, such as
recommendations on hybrid mismatch arrangements and best practices on interest
deductibility, countries have agreed a general tax policy direction. In these areas,
they are expeted to converge over time through the implementation of the agreed
common approaches, thus enabling further consideration of whether such measures
should become minimum standards in the future. Guidance based on best practices
will also support countriesntending to act in the areas of mandatory disclosure
initiatives or controlled foreign company (CFC) legislation. There is agreement for
countries to be subject to targeted monitoring, in particular for the implementation
of the minimum standards. Moreoveit is expected that countries beyond the OECD
and G20 will join them to protect their own tax bases and level the playing field.

12. Model provisions toprevent treaty abuse, including through treaty
shopping, have been developed and will be included in the multilateral instrument
that countries may use to implement the results of the work on tax treaty issues into
bilateral tax treaties. This will impede the use of conduit companies in countries with
favourable taxreaties to channel investments and obtain reduced rates of taxation
Some of these provisions require additional technical work, which will be finalised in
2016.
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13. Standardised Countrpy-Country Reporting and other documentation
requirements will give tax administrations a global picture of where MNE profits, tax
and economic activities are reported, and the ability to use this information to assess
transfer pricing and other BEPS risks, so they can focus r@sditirces where they

will be most effective. MNEs will report their revenues, fa® profits, income tax

paid and accrued, number of employees, stated capital, retained earnings, and
tangible assets in each jurisdiction where they operate. The implertientaackage
provides guidance to ensure that information is provided to the tax administration in
a timely manner, that confidentiality is preserved and that the information is used
appropriately. It is recommended that the first Country-Country Repos” be
NBIljdANBR (2 06S FTA{SR T2N) abo9aqQ TFAaollf
acknowledged that some jurisdictions may need time to follow their particular
domestic legislative process in order to make necessary adjustments to the law. The
filing requirement will be on MNEs with annual consolidated group revenue equal to
or exceeding EUR 750 million (or a near equivalent in domestic currency).
Anticipation of this reporting system has already begun to discourage aggressive tax
planning.

14. A revitalised peer review process will address harmful tax practices,
including patent boxes where they include harmful features, as well as a
commitment to transparency through the mandatory spontaneous exchange
relevant information on taxpayesspecific rulings which, in the absence of
information exchange, could give rise to BEPS concedgreement on the nexus
approach for preferential intellectual property (IP) regimes requires alignment of the
benefits ofthese regimes with substantive research and development activity. The
renewal of efforts to address harmful tax practices will reduce the distortionary
influence of taxation on the location of profits from mobile financial and service
activities, thereby acouraging an environment in which fair tax competition can take
place.

15. With the strong political commitment to the effective and timely resolution
of disputes through the mutual agreement procedure (MAP), agregnan a
minimum standard to secure progress on dispute resolution has been reachbibk

will help ensure that croskorder tax disputes between countries over the
interpretation or application of tax treaties are resolved in a more effective and
timely manner. The Forum on Tax Administration (FTA), including all OECD and G20
countries along with other interested countries and jurisdictions on an equal footing,
will continue its efforts to improve MAP through its recently established MAP Forum.
This will reyuire the development of an assessment methodology to ensure the new
standard for timely resolution of disputes is expeditiously met. In parallel, a large
group of countries is committing to move quickly towards mandatory and binding
arbitration. It is expcted that rapid implementation of this commitment will be
achieved through the inclusion of arbitration as an optional provision in the
multilateral instrument to be developed to implement the BEPS trealgted
measuresAn effective monitoring mechanis will be established to focus on the
improvement of dispute resolutions.

16. The BEPS Project has also revisited the existiegnational tax standards

to eliminate double taxation, in order to stop abuses and céoBEPS opportunities
This translates into a set of agreed guidance which reflects the common
understanding and interpretation of provisions based on Article 9 of both the OECD
and UN model tax conventions. Changes to the Transfer Pricing Guidelinasui# e
that the transfer pricing of MNEs better aligns the taxation of profits with economic
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activity. Outcomes will be determined in accordance with the actual conduct of
related parties in the context of the contractual terms of the transaction. These and
20KSN) OKIFy3aSa ¢gAff NBRdzOS GKS AyOS¢guA@S T2NJ
shell companies with few if any employees and little or no economic activity, which
seek to take advantage of low or #@x jurisdictions. Specifically, the revised
guidelnes on transfer pricing address the situation where a capithl member of a
group, i.e. a cash box, simply provides assets such as funding for use by an operating
company but performs only limited activities. If the capiiah member does not in

fact control the financial risks associated with its funding, then it will be entitled to no
more than a riskree return, or less if, for example, the transaction is not
commercially rational and therefore the guidance on frenognition applies. The
Transfer Pricing Guidelines are also being modernised in relation to intangibles
Recognising the difficulty in valuing certain intangibles, an approach to assure the
appropriate pricing of harto-value intangibles has been devised to give countries an
additionaltool to address the use of information asymmetry between taxpayers and
tax authorities to undervalue intrgroup transfers of intangibles.

17. Changes to the permanent establishmeefinition have been agreed to
address techniques used to inappropriately avoid the tax nexus, including via
commissionaire arrangements and the artificial fragmentation of business activities.
As indicated in the report on Action 7, follawp work will be undertaken to provide
additional guidance on profit attribution to the permanent establishments (PES)
resulting from the changes proposed in that report. Fohapv work will also be
needed in 2016 to incorporate the changes resulting from the report on Action 7 into
the Model Tax Convemth through an update of the Model. This follayp work will
allow the Committee, where necessary, to provide additional clarification on the new
treaty wording introduced by the report and to address any unintended
consequences of the changes resultingnirthat report, notably by examining an
issue related to the global trading of financial products.

18. The BEPS package also includes a common approach which will facilitate the
convergence of national practices byeanésted countriego limiting base erosion
through interest expensesfor example via intragroup and third party loans that
generate excessive deductible interest payments, as well as on domestic legislation
and related treaty provisions where necessdry neutralise hybrid mismatches
which undermine their tax base or the tax base of their partners. Recommendations
for the design of domestic rules and model treaty provisions have been agreed
together with detailed commentary for their implementation. Thesealso guidance
based on best practices for countries which seek to strengthen their domestic
legislation relating tanandatory disclosureby taxpayers of aggressive or abusive
transactions, arrangements, or structuresand the building blocks ogéffective
Controlled Foreign Company (CFC) rules

19. The past decade has seen the rapid expansion of the digital economy, and
today it is increasingly the economy itself; therefore a {fiegced solution to the tax
challenges it poses is not appropriaEPS risks are however exacerbated by the
digital ecoromy, and the measures developed in the course of the BEPS Project are
expected to substantially address these risk3he key features of the digital
economy have in fact been taken into account across the BEPS Project, in particular
the changes to the peranent establishment definition, the update of the Transfer
Pricing Guidelines and the guidance on CFC rules. In the area of indirect taxes,
guidelines have been developed and implementation mechanisms identified to
facilitate VAT collection based on theutdry where the consumer is located, which
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is particularly relevant for online ordering and delivery of goods and services. The
work also considered several options to address the broader tax challenges raised by
the digital economy, including a new nexussthe form of a significant economic
presence. None of these options were recommended at this stage. This is because,
among other reasons, it is expected that the measures developed in the BEPS Project
will have a substantial impact on BEPS issues prglyiadentified in the digital
economy, that certain BEPS measures will mitigate some aspects of the broader tax
challenges, and that consumption taxes will be levied effectively in the market
country. Countries could, however, introduce any of these oiontheir domestic

laws as additional safeguards against BEPS, provided they respect existing treaty
obligations, or in their bilateral tax treatie©@ECD and G20 countries have agreed to
monitor developments and analyse data that will become availabég tine. On the

basis of the future monitoring work, a determination will also be made as to whether
further work on the options discussed and analysed should be carried out. This
determination should be based on a broad look at the ability of existirggriational

tax standards to deal with the tax challenges raised by developments in the digital
economy.

20. An innovative mechanism has been launched to update the global network
of more than 300 bilateral tax tredes: about 90 countries have joined an ad hoc
group to negotiate a multilateral instrumentto implement the treatyrelated BEPS
measures which will facilitate the modification of bilateral tax treaties in a
synchronised and efficient manner, without the et to invest resources to
bilaterally renegotiate each treaty. To be concluded by the end of 2016, the
multilateral instrument will further enhance coordination and improve international
tax cooperation.

21 With recent announcements indicating important changes to tax structuring
by some large MNESs, the impact on taxpayer behaviour can already be seen before
implementation is even fully underway. An ActibprAction summary of the BEPS
package is found in the Annexttiis Explanatory Statement.

Post-BEPS environment

22. With the adoption of the BEPS package, OECD and G20 countries, as well as
all developing countries that have participated in its development, will lay the
foundations of a modern international tax framework under which profits are taxed
where economic activity and value creation occurs. It is now time to focus on the
upcoming challenges, which include supporting the implementation of the
recommended changes in amgistent and coherent manner, monitoring the impact

on double nortaxation and on double taxation, and designing a more inclusive
framework to support implementation and carry out monitoring.

A. Implementation starts now

23. Some of the revisions may be immediately applicable such as the revisions to
the Transfer Pricing Guidelines, while others require changes that can be
implemented via tax treaties, including through the multilateral instrument. Some
require domesic law changes, such as the outputs of the work on hybrid
mismatches, CFC rules, interest deductibility, CoubyrZountry Reporting, and
mandatory disclosure rules, as well as to align, where necessary, domestic rules on
preferential IP regimes with théharmful tax practices criteria. Countries are
sovereign. It is therefore up to them to implement these changes, and measures may
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be implemented in different manners, as long as they do not conflict with their
international legal commitments. However, BERSts nature requires coordinated
responses, particularly in the area of domestic law measures; it is therefore expected
that they will implement their commitments, and that they will seek consistency and
convergence when deciding upon the implementataitthe measures.

24. Challenges have arisen in the course of the development of the measures:
some countries have enacted unilateral measures, some tax administrations have
been more aggressive, and increasing undatyahas been denounced by some
practitioners as a result of both the changes in the world economy and the
heightened awareness of BEPS. As noted in the BEPS Action Plan:

X GKS SYSNHSyOS 2F O2YLISdAy3a asSia 27
replacement ofhe current consensus based framework by unilateral measures, could
lead to global tax chaos marked by the massivemergence of double taxation.

25. Governments recognise these challenges and thabnsistent
implementation and application are keyoptions developed to be adaptable to
different tax systems should not result in conflicts between domestic systems;
interpretation of the new standards should not result in increased disputes. Instead,
to support aneffective and consistenimplementation, OECD and G20 countries
agree to continue to work together in the BEPS Project framework. Initiatives to
further ensure consistent and coordinated implementation are already underway
amongst OECD and G20 countriespdabeyond. For example,the European
Commission has recently published a Communication on a Fair and Efficient
Corporate Tax System in the European Union which aims to set out how the BEPS
measures can be implemented within the EU. The participation ofitt®® countries

in the negotiation of the multilateral instrument is also a strong signal that countries
are committed to swift and consistent implementation in a multilateral context.

26. OECD and G20 countries wilso keep working on an equal footing to
complete the areas which require further work in 2016 and 20Ilhese include
finalising transfer pricing guidance on the application of transactional profit split
methods and on financial transactions, discusding rules for the attribution of
profits to permanent establishments in light of the changes to the permanent
establishment definition, and finalising the model provisions and detailed
Commentary on the Limitation on Benefit (LOB) rule with a continuethiedion of

the issues relating to the broader question of treaty entitlement of investment funds
(other than collective investment funds i.e. n@iV funds). It will also mean finalising
the details of a group ratio carnvaut and special rules for insure@ and banking
sectors in the area of interest deductibility and developing a strategy to expand
participation of norROECD, noi20 countries to the work on harmful tax practices,
including the possible revision of the relevant criteria.

27. Beyond the finalisation of these actions, OECD and G20 countries will seek to
improve clarity and certainty in the application of the rules and will also consider
work in related areas which have emerged in the course of the woIREPS.

B. Monitoring implementation and impact

28. Recognising all the progress made, including in establishing a newGHECD
framework for more inclusive deliberations, it appears necessary to further deepen
cooperation andfocus on monitoring the implementation and effectiveness of the
measures adopted in the context of the BEPS Project as well as the impact on both
compliance by taxpayers and proper implementation by tax administrations
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29. OECD and G20 countries agree to keep working on an equal footing to
monitor the implementation of the BEPS measurddie monitoring will consist of an
assessment of compliance in particular with the minimum standards in the form of
reports on what countries have done to implement the BEPS recommendations. It
will involve some form of peer review which will have to be defined and adapted to
the different Actions, with a view to establishing a level playing field by ensuring all
countries and jurisdictions implement their commitments so that no country or
jurisdiction would gain unfair competitive advantages. In addition,better
understanding of how the BEPS recommendations are implemented in practice
could reduce misunderstandings andgfiutes between governmentsGreater focus

on implementation and tax administration should therefore be mutually beneficial to
governments and business, with an important role to play for the Forum on Tax
Administration. Finally, proposed improvements totalaand analysis will help
support ongoing evaluation of the quantitative impact of BEPS, as well as evaluating
the impact of the countermeasures developed under the BEPS Project.

C. Designing an inclusive framework

30. Globalisation requires that global solutions and a global dialogue be
established which go beyond OECD and G20 countries. The strong interest expressed
by developing countries through their participation in the BEPS Project should be
sustained by the stablishment of an even more inclusive frameworkyhich will
continue to include other international organisations and regional tax organisations.
Drawing on the successful experience of the Global Forum on Transparency and
Exchange of Information for T&®urposes, in early 20¥BECD and G20 countries will
work together to design and propose a more inclusive framework to support and
monitor the implementation of the BEPS package, with countries and jurisdictions
participating on an equal footing Such workwill include consideration of the
manner in which nofOECD not20 countries and jurisdictions can commit to the
agreed standards and their implementation. It will draw on the mandate from the
G20 Finance Ministers and Central Bank Governors as includiegiirCommuniqué
issued in Ankara on 5 September 2015:

a XThe effectiveness of the project will be determined by its widespread and
consistent implementation. We will continue to work on an equal footing as we
monitor the implementation of the BEPS prbjeatcomes at the global level, in
particular, the exchange of information on crdgsder tax rulings. We call on the
OECD to prepare a framework by early 2016 with the involvement of interested non
G20 countries and jurisdictions, particularly developggpnomies, on an equal
F220Ay3AXE

D. Next steps

31 The OECD and G20 countries will extend their cooperation on BEPS until
2020 to complete pending work and ensure an efficient targeted monitoring of the
agreedmeasures. They will, in early 2016, conceive a framework for monitoring with
a view to better involve other interested countries and jurisdictions.
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Executive Summary
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leading multilateral body within which work in the area of transparency and exchange of information

for tax purposes is carried out. Over the last five years iiqudar, global tax transparency has
become an almost universally supported pillar of the international financial system, meaning that it

is increasingly difficult for taxpayers and financial institutions to benefit from secretive structures
and planning.This is possible as international cooperation has increased significantly, reaching a
point which would scarcely have been imaginable six years ago.

During 2015, the Global Forum laid the groundwork for a new level of transparency and information
sharing Three themes dominated our work during 2015.

First, automatic exchange of information is becoming the norm, witjuidictions committed to

its implementation over the next few years. Information on financial accounts held byasihents

will start flowing in 2017 on an unprecedented scale. This will change the arithmetic of international
tax evasion forever, as the difficulty of concealing money offshore will increase enormously.
Recognising the importance of automatic exchange of information,Ghebal Forum invested a
great deal of resources in 2015 to help its members implement the new standard smoothly.

Another important step taken this year was the completion of the revised framework for reviewing

the standard for exchange of information ongueest. The content of the Terms of Reference for
reviewing jurisdictions has been strengthened, and information on the beneficial owners of
companies, trusts and foundations will now be required to be available. In addition, 2015 saw a
number of jurisdicR ya G KI G KI R LINBGZA202aY L3 Ad Sy NABYR FRDI
GKSANI N} GAy3a G2 atl NASte O2YLX AlLydGés RSY2yaidNy
determination of the jurisdictions concerned to act swiftly to address deficiengi¢iseir laws and

practices.

-
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must be integrated fully into this work if exchange of tax information is to have worldwide reach.
With the help of our observer ganisations and national agencies, we greatly intensified our efforts
to ensure developing countrieare able to participate effectively in all decision making and can
benefit from the gains made in tax transparency. In addition, during 2015 the numb&iobal
Forumtraining events grew by more than 50%.

This was also the first full year of the Africa Initiative, a collaborative effort to encourage the
effective use of exchange of information in combating tax evasion and illicit flows in Africa. Five of
our African member jurisdictions (Burkina Faso, Cameroon, Giamg,a and Morocgohave come
forward to lead this initiative and agreed to meet concrete targets for improvement over the three
period of the project.

The international legal basis for exclygnhas also developed with much more emphasis now on
multilateral instruments, and progress has been made in 2015 with more jurisdictions joining the
multilateral Convention on Mutual Administrative Assistance in Tax Matters.

This 2015 report of the Globd&orum presents a clear picture of where we stand in terms of
transparency in tax matters. It reflects the huge progress that has been made and the results of the
global evolution in the expectations and implementation of exchange of information.
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The challenge is to imagine the future: what will tax transparency look like in 20207 This report
concludes by setting targets for the immediate future, as well as outlining our expectations for the
next five years. We predict that the gains on our investmienéxchange of information will only
increase, not only in global scale of exchanges, but importantly in increased tax revenues.
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Introduction

¢ KS Df 206 lwbrk iCtAeNaiYt@&the collective input of 129 members and 15 international
organisations that participate as observers. It is an organisation working to achieve a level playing

field in matters of tax transparency, and all members are on equal foatiafj decision making. This
NBLEZ2NI 2y LINPINBaa O2AyOARSa 6AUGK (GKSng®oR 27F {1
2012¢ 2015.

The mission of the Global Forum is to improve tax transparency and international tax cooperation. It
works on three taks:

1. Rapid and effective implementation of the standard of exchange of information on
request

2. Rapid and effective implementation of the standard of automatic exchange of
information

3. Supporting developing countries to implement the standards

2014 was a ladmark year in tax transparency, including the completion and endorsement of the
new standard on automatic exchge, and very high profile support being given to ensuring
developing countries can benefit from these important developments. 2015 has folltvigdavith
enormous progress. Since the last report to G20 Leaders, significant work has been completed to
increase the global spread and effectiveness of exchange of information for tax purposes.

This report outlines the key highlights of 2015 with reban each of the three tasks identified
above: exchange of information on request, automatic exchange of information, and supporting
developing countries. The report also includes, as requested by the G20 in 2014, a report on
progress of jurisdictions iining the multilateral Convention on Mutual Administrative Assistance

in Tax Matters.

In concluding, the report outlines the vision for the yednead, and the expectations in the field of
tax transparency in 2020.

Exchange of Information on Request

In 2015, the Global Forusaw a very significant return on our collective investment made over the
last five years to ensure the implementation of the standard of exchange of information on request
(EOIR).

¢KS Df20oFf C2NHzrQa LISSNB NEXQBW2 yLANR OCAMLISIA v @8 (5
EOIR. Reviews take place in two phases: Phase 1 reviews examine the legal and regulatory
framework; Phase@ reviews look into the implementation of this framework in practice. Following a

Phase 2 review, ratilg I NB FadaA3ySR 6KAOK AYRAOIFIGS | 2dzNA .
standard, including an overall rating

The Global Forum is quickly coming to the completion of the first round of reviews for all of its
member jurisdictions and relevant nemembers. Rviews for all jurisdictions will have been
launched by the end of 2015, with the remaining reports to be completed by 2016.
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Since its previous report to the Leaders, the Global Forum has completed a fdithbeer reviews.

These are comprised 46 Phase 115 Phase 2 and1 supplementary reviews. As of Octolizd15

the Global Forum has finalised Phase 1 reviewi206furisdictions and ssigned ratings for a total of

86 jurisdictions after completion of their Phase 2 reviews. The overall ratihgsv ghat 22
2dzNAARAOGAZ2Y A I NB2 SNINR SR A @i Ry H A lay i MZESLE NI A 2 ¥ (IR
I 2YLE Al yié o

At the time of the previous report, four jurisdictions had been rated as-8ompliant following

their Phase 2 reviews. Following signifitachangesin the legal framework andpractical
implementation of the EOIR standard, the British Virgin Islands, C§prusembourg and the
Seychelles qualified for a supplementary Phageview in 2015. Austria, previously rated Partially
Compliant, als qualified for a supplementary Phageeview in 2015. All five have now been re
rated as Largely Compliant, which places them in the top two tiers of performance. There are now

y2 2dz2NRaRAOGN2WAI NI YSIR TR fefieRBW y3I | t KFas$s

Of thegroup of 12jurisdictions that at the time of our last report had significant deficiencies in their
legal framework that did not qualify them from commencing their PHaseview, five have now
moved ahead. As the legal frameworks for these jurisdictamesnow substantially in place, Brunei
Darussalam Dominica, the Marshall Islands, and Panama will commence Ef&se review in

2015 while the Phase 2 review of Switzerland has already commenced. Following the special
procedure agreed upon by the Gldb&orum, jurisdictions which have not acted on the
recommendations made in their Phaseeports for a period of more thany&ars since publication

of their reports will be rated as Ne@ompliant for their failure to have a legal framework in place for
effective exchange of information unless they are able to show sufficient progress through a
supplementary review. A number of jurisdictions are still going through this process, and are
expected to have a successful supplementary review soon or be ratedChimpliant.

Many of the jurisdictions that have had ratings upgrades or moved to Phase jurisdictions with
major financial centres. They are now very substantially advanced in their implementation of the
global standard on transparency for tax purpesAn extension from this is that more information is
now available to tax administrators around the world and global tax transparency has improved
substantially. The progress that these jurisdictions have made demonstrates the value and
effectiveness othe peer review process.

Note by Turkey: The information in this document with reference to « Cyprus » relates to the

southern part of the Island. There is no single authority representing both Turkish and Greek Cypriot

people on the Island. Turkey recognises the Turkish Repablorthern Cyprus (TRNC). Until a

lasting and equitable solution is found within the context of the United Nations, Turkey shall
LINSBaSNWBS AGa LRairAldAizy O2yOSNYyAy3a (GKS G/ @LINHzA A aa
Note by all the European Union Member States of the OECD and the Barbjméon: The Republic

of Cyprus is recognised by all members of the United Nations with the exception of Turkey. The
information in this document relates to the area under the effective control of the Government of

the Republic of Cyprus.
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The results of peer reviews (as of October 2015)

TABLE OF JURISDICTION RATINGS FOLLOWING A PHASE 2 REVIEW

ldzZaGNF E Al X . St 3IAdzYz [/ Iy ICéoldmiia,
Denmark, Finland, France, Iceland, India, Irelésid,of Man, Japan
Korea, Lithuania, Mexico, New Zealand, NorwayeBlia, South
Africa, Spain, Sweden

Compliant

Argentina, Aruba, Austria, Bahamas, Bahrain, Belize, Bermuda,| Largelycompliant
Brazil, British Virgin Islands, Cayman Islands, Chile, Cook Islang
Cyprus, €ech Republic, Estonia, Former Yugoslav Republic of
Macedonia, Germany, Ghana, Gibraltar, Greece, Grenada,
Guernsey, Hong Kong (China), Hungary, ltaly, Jamaica, leisey,
Liechtenstein.uxembourg, Macao (China), Malaysia, Malta,
Mauritius, Monaco, Mntserrat, Netherlands, Philippines, Poland,
Portugal, Qatar, Russia, San Marino, Singapore, Slovak Republ
Saint Kitts and Nevis, Saint Vincent and the Grenadines, Seychg
Turks and Caicos Islands, United Kingdom, United States, Urug

Andorra, Anguilla, Antigua and Barbuda, Barbados, Costa Rica | Partially compliant
Curacao, Indonesia, Israel, Samoa, Saint Lucia*, Sint Maarten,
Turkey

JURISDICTIONS THAT CANNOT BE RATED BECAUSE THEY CANNOT MOVE

Guatemala** Kazakhstan, Lebanon***, Liberi#grmer Yugoslav | Jurisdictions not
Republic of MacedonidNauru*, Trinidad and Tobago** moving to Phase 2
Vanuatu***

* The jurisdiction is undergoing a Supplementary review.
** These jurisdictions have until 15 December 2015 to qualify for a supplementary review.
*** The supplementary review of the jurisdiction has been deferred on account of difficult
political, economic or social situationEhese jurisdictions have untiePember 2015 to request
such a review.

In order to expand on these successes, the Global Forum has now agreed a strengthened standard

for assessment of EOIR. This is a critical milestone, and all preparatory work for the next round of
EOIR peer reviewsaknow been completed. This includes the adoption of new terms of reference

(which will include an assessment of beneficial ownership information and quality of requests); a

new schedule of reviews, a new methodology, and new assessment criteria. Theseedts form

the backbone of the work on EOIR for the next five years, and draw on the tremendous expertise
JFAYSR a2 FINW ¢KS 1S@& R20dzySyida 6SNB FAYylLIfA&SR
placed on 280 October in Barbados. The first reviemsthe second round of reviews will be

launched in mieR016.

29



In summary, 2015 has been an incredibly busy and successful year. However, more work remains to
be done.

The Global Forum will complete the final peer reviews under the current framework & ¥4 will
embark on an intense program to educate our members and equip our expert assessors in
preparation for the next round of reviews. We will urge swift action by all our members to address
recommendations in their reports, in particular those thamain blocked at phase 1 or have
NEOSAOGSR | NIGAYy3 o0St2g¢ afl NBSte& O2YLX Al yioé

Automatic Exchange of Information

In 2014, the G20 Leaders endorsed the new standard on automatic exchange of information,
announced its timeframe to implement the standawdth first exchanges in 2017 or 2018, called on

all jurisdictions, particularly financial centres, to join them, and committed to capacity building for
developing countries to implement the new standa#Ad.that time, the Global Forum was proud to
report to the G20 Leaders that 9Blobal Forum members had committed to implementing in this
timeline.

In 2015, rapid progress has been made on turning that political support into practical change. With
96 jurisdictions now committed, more than 3J0risdictions are moving rapidly to meet their
timeframe of first exchanges in 2017 and are working to ensure the necessary legal framework is in
place by 3DDecember this year, with another 40 close behind them in time to exchange in 2018 at
the latest® Three jurisditions which are financial centres have yet to commit to the standard within
those timeframes. The remaining Global Forum jurisdictions are developing countries which are not
financial centres and the Global Forum is providing technical assistance tchhaipmplement the

AEOI standard in due course.

The United Sttes has indicated that they are undertaking automatic information exchanges
pursuant to FATCA from 2015 and have entered into intergovernmental agreements (IGAs) with
other jurisdictions to do so. The Model 1A IGAs entered into by the United States dekigevihe

need for the United States to achieve equivalent levels of reciprocal automatic information
exchange with partner jurisdictions. They also include a political commitment to pursue the
adoption of regulations and to advocate and support relevagidiation to achieve such equivalent
levels of reciprocal automatic exchange.
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The table below summarises the intended timelinesfor
first automatic exchanges unddhe new gandard.

JURDICTIONSUNDERTRINGHRST EXCHANGEIN2017

Anguilla, Argentina, Barbados, Belgium, Bermuda, British Virgin Islands, Bulgaria, Cayman Islands,
Golombia, Groatia, Quragao, Cyprus, Czech Republic, Denmark, Dominica, Egonia, Faoe Islands*,
Finand, France, Germany, Gbraltar, Greece, Greenland*, Guernsey, Hungary, Iceland, India, Ireland,
Isle of Man, Italy, Jersey, Korea, Lavia, Liechtenstein, Lithuania, Luxenbourg, Malta, Mauritius,
Mexico, Montserrat, Netherlands, Niue, Norway, Pobnd, Patugal, Romania, San Mrino, Sgchelles
Slovak Repulblic, Sovenia, Souh Africa, Smin, Sveden, Trinidad and Tobajo, Turks and Caicos
Islands, United Kingdom

JURDICTIONSUNDERTRINGHRST EXCHANGEIN2018

Albania, Andorra, Antigua and Barbuda, Aruba, Australia, Austria, The Bahamas, Belize, Braj
51 NdzaalflYX /FylRFEYZ [/ Kdf Bk Islaidd, LCosta RitaSGEhada, $56
Hong Kong (China), Indonesia, Israel, Japan, Marshall Islands, Macao (China), Malaysia, Mo
Zealand, Panama, Qatar, Russia, Saint Kitts and Nevis, Saint Lucia, Saint Vincent and the G
SamoagSaudi Arabia, Singapore, Sint Maarten, Switzerland, Turkey, United Arab Emirates, Uru

JURDICTIONSTHAT HAVENQOT INDICATED A TIMEUNEOR THAT HAVENOT YET COMMITTED

Bahrain, Nauru, Vanuatu
* Faroe Islands and Greenland are not Global Forum members but have committed to AEOI.

The Global Forum, working closely with the OECD, has been working especially hard in 2015 to
adzLIL2 NI GAYSEe AYLX SYSydalrdAazy 27T hasBeéroceatdandO2 YY A (
made available to members. Key support activities rolled out during 2015 were the following:

i The publication of the CRS Handbook and frequently asked questions, which guides
jurisdictions and financial institutions in their understamgli of the Standard and its
implementation.

1 The support for members to join the multilateral Convention on Mutual Administrative
Assistance and the Multilateral Competent Authority Agreement, which provide the legal
and administrative basis to efficientlguild a network of bilateral automatic exchange
relationships.

1 The confidentiality review process, which centralises the high level assessment of each
O2YYAGGSR 2dz2NARaRAOGA2YyQa O2yFTARSYGALFLfAdGE | yR
the decisbn-making as to automatic exchange partners. More than 50 reports are to be
finalised in 2015, with the remaining reports for all @nmitted jurisdictions to be
completed in 2016.

1 An ongoing monitoring process, recording the completion of key implentienta
milestones, and used to identify the areas in which Global Forum members may require
support.

f ¢KS 02YY2y GNlyavAiaarzy &aeadsSy LINera2SOiz f SR
(comprising 44urisdictions). The Global Forum has had direct inpta the study of the
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feasibility and design of the system which, if put in place, would provide to every user a cost
efficient and secure international data pipeline for automatic exchanges.

1 Nine regional training events were held, in Mexico, Germany, ejrsan Marino, the
Philippines, the British Virgin Islands, the Seychelles, Colombia and Malaysia. More than
400government officials from 12furisdictions have received training on implementation of
AEOI.

I The pilot projects, endorsed by the G20, dad by the Global Forum secretariat working
with the Wold Bank Group and its member jurisdictions. These are peer to peer knowledge
transfers to support developing countries to implement and benefit from AEOI in a timely
manner. Five projects have commengavith the support of specific members, with Albania
(Italy), Colombia (Spain), the Philippines (Australia), Morocco (France) and Ghana (United
Kingdom). Three of these involve the pilot country being committed to the same timeline for
implementation as thers, being 2017 or 2018. All developing country members of the
Global Forum are welcome to participate in such a project.

9 Direct support in the form of guidance and advice has been provided to many other Global
Forum members including the Seychelles &adnt Kitts and Nevis.

l9hL KFra airxayAaAFaolyidte OKIFIy3aISR GKS aod2Lls 2F i
cutting edge of tax cooperation. Individual members and the Global Forum itself will continue to

work diligently to attain the benefits thisew standard offers. These combined efforts will

change the arithmetic of offshore financial flows and fundamentally change the dynamic of
international tax evasion. With virtually every financial centre committed to the standard, there

will soon be no g@lce for financial accounts to be obscured. The risks will now be much greater

for persons seeking to avoid their tax obligations. In order to ensure a level playing field globally,

all jurisdictions should be urged to join.

Convention on Mutual Administrat ive Assistance in Tax Matters

The multilateral Convention on the Mutual Administrative Assistance in Tax Mattdre
Convention), which has always provided for automatic exchange of information, has taken on
AYONBI AAY 3 AYLERNILI y OSfor Btoinétie axkchare td Kesomd then Qv O £ f
international standard of the exchange of tax information, and the subsequent development of the
standard for automatic exchange of information. In 2015, the G20 Finance Ministers asked the
Global Forum to report oprogress made by its members in signing the Convention.

The number of participating jurisdictions in the Conventi@s significantly increased since last year

to reach 89, including 3 nemembers. The Convention is already in force in 71 of thBseing2015

there were 15 deposits of instruments of ratification addnore signaturs (Barbados, Bulgaria, El
Salvador, Mauritius and Seychelles), while anothejuti@dictions are engaged in the signature
process. Progress is shown regarding both jurisdisticommitted to the 2017 / 2018 timeline and
developing countries that see a strong valmded in signing the Convention rather than
negotiating bilateral agreements. To date only fiwgsdictions committed to 2017 exchanges have
not yet signed or ratiéd the Convention but work is ongoing with all. More work is required with
jurisdictions that committed to 2018 exchanges and the OECD and Global Forum Secretariats work
jointly to assist members in this regard in a view to ensure that all instrumentatifitation be
deposited by 3JAugust 2016, the deadline for ensuring first exchanges in 2018. The position is
summarised in the chart below and a full list is available in the annexes.
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Global Forum members and the Multilater&onvention

| ratification or
territorial extention*

| signature

signature process in
progress

Nno progress

* In addition, some nofGlobal Forum members are participatinglie
Multilateral Convention: Faroe Islands, Greenland and Moldova.

Given that the Convention provides the ideal instrument to swiftly implement automatic exchange, a
multilateral agreement under Article 6 of the Convention, was developed which implemieats t
Standard for automatic exchange, specifying the details of what information will be exchanged and
when. While the agreement is multilateral, the actual exchanges are bilateral, with the specific
exchange partners always under the control of each jurtit.

At the time of the previous report, Slirisdictions had signed this Multilateral Competent Authority
Agreement (MCAA), to automatically exchange information based on Agtafiehe Convention at a
special signing ceremony during the Berlin Globalum plenary meeting in October, 2014.
Subsequent signatures of the agreement, including a signing ceremony held in the margins of the
Global Forum plenary meetj at Barbados in October 2015 bring the total number of signatories to
74.

Supporting Devel oping Countries

Tax is now a significant aspect of the global development agenda. Sustainable development looks
increasingly to domestic resource mobilisation, critical to which is generating domestic tax revenue
and guarding against tax evasion. This is a landmark ahdtprings the work of the Global Forum

to the fore of this agenda.

Although tax transparency is not the only aspect of enhancing domestic resource mobilisation, it is
nonetheless a vital one. Tax transparency is an area in which the expertise gaitteel Gjobal

Forum and its members in the last five years in ensuring the availability of EOI as a tool can be
quickly transferable to many developing countries.

The Global Forum is well placed to play a pivotal role in this agenda. It is the largegiaaisation

in the world, with half of its members being developing countries that are on an equal foeiting

all other members. It is uniquely positioned to learn the needs of its members and meet those
needs.

In 2015, the Global Forum made notable pregp.
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This is the first full year of the Africa Initiative, a three year strategic focus on supporting the
effective use of EOI in our African member countries. Five of our member countries have come
forward as leaders (Burkina Faso, Cameroon, Ghana, Karyaviorocco) and are meeting the
targets set for the year. These targets include structural changes to the organisation of their EOI
work, minimum EOI requests to be sent and the signing of the Convention. The Global Forum has
also provided dedicated tming to each of these members throughout 2015. The benefits of these
targets will accrue to these countries, and all of us as peers, both in the imméddiate and over

the longer term. Of these leading countries, Ghana has already indicated its commitme
implement automatic exchange of information and has signed the MCAA. It is involved in a pilot
project to facilitate implementation of AEOI with the support of UK.

Three more African countries joined the Global Forum in the past onecydirer, Cd S 5 QL @2 A NB
Tanzania. It is expected that other countries will also join the in the near future and more countries
will come forward to become First Movers and meet the concrete targets which will enable them to
quickly benefit from the improved envinmment of tax cooperation.

The role of the Global Forum in the development agenda is already evident. The historic Addis Ababa
Action Agenda of the Third International Conference on Financing for Development was adopted by
the United Nations General Asselybn July 2015 and establishes a framework for achieving the
global development goals. Tax issues feature prominently in this resolution, including a commitment
to scaling up international tax cooperation, combating tax evasion, support for capacitynguiid

tax matters for developing countries, enhancing transparency, and advancing towards automatic
exchange of tax information. The resolution specifically welcomes the work of the Global Forum.

Further highlighting the profile of tax transparency, @éobal Forum (with the support of France)
was one of a number ajrganisations to host a side event during the Addis conference. The event
centred on linking transparency and exchange of information to domestic resource mobilisation, the
keynote was deliveed by DDonald Kaberuka, President of the African Development Bank, with
attendance by the OECD Secret@gneral, and Ministers of Finance from South Africa, India,
Seychelles, and Colombia. The key message was delivered that it is ¢réimhlachieable ¢ for
developing countries to take greater advantage of the gains in transparency we have collectively
worked to achieve over the last five years. These gains will bolster the ongoing efforts being made
on tackling illicit flows, antinoney launderinganticorruption and improving good governance. A
key outcome of the Addis Ababa event was the launch of the Addis Tax Initiative, initiated by
Germany, the Netherlands, the United Kingdom and the United States of America. Landmark
commitments were madea provide funding support for building tax capacity, including for tax
transparency and exchange of tax information. Participants have committed to doubling their
technical cooperation in the area of domestic mobilisation / taxation by 2020, with spfecifis on
enabling developing countries to benefit from tax information exchange including Automatic
Exchange of Information.

The importance of technical assistance delivered by the Global Forum increases each year as the
benefits of EOIR and AEOI are cominated across more jurisdictions. During 2015, more than

30 bilateral and multilateral capacity building events were organised. This is a 50% increase on 2014.
Fortunately, member countries and development agencies have provided the additional resources
that are required to meet these demands. It is important that the effort is sustained so that all
Global Forum developing country members remain in a position to benefit from the improvements
that AEOI and the revisions that are currently being made tda®¢R standards will bring about.
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Looking Ahead : 2020 Vision

The Global Forum has agreed a renewal of the mandate for a five year period, taking its work until
2020.

As the Global Forum completes its second mandate, it is timely to consider what we hope to achieve
by the end of our next mandate.

The targets for 2016 will centre on the three key aspects of the mandate described above.

As concerns EOIR, in 2016 wd woimplete the current schedule of reviews, and embark on the next
round. This will involve important work in applying the new terms of reference and procedure to our
members, again striving for consistency, fairness and constructive recommendations veleeled.

We will also act upon a strengthened follow up procedure, with special attention paid to the need
for members to act swiftly upon recommendations received in their peer review reports.

In regard to AEOI, 2016 will be another critical year in suppmpmembers to implement the AEOI
standard in accordance with the commitments made, as well as laying the foundation for the
monitoring and review of the implementation of the standard. The AEOI Group will complete its high
level confidentiality reviewsdesign the detailed mechanism for the peer review of the standard,
including identifying possible areas to review early on to ensure effectiveness and consistency in
implementation, as well as continually monitor the progress towards the successful imuizine

of the standard, identifying wire targeted support is neededt will also continue to input into the

work on the development of a common transmission system, including exploring a possible ongoing
role for the Global Forum in its governance. Reriore, efforts will continue to encourage all
Global Forum members, and particularly those committed to AEOI in the 2017 / 2018 timelines, to
join the multilateral Convention on Mutual Administrative Assistance in tax Matters and the
Multilateral Competat Authority Agreement.

For the standards on EOIR and AEOI to deliver their full potential, they must ultimately be applied
globally. Support for developing countries will therefore continue to be of key importance, with the
ongoing targets set in the Afa Initiative, additional regional efforts with the support of regional
organisations, as well as dedicated support for jurisdictions implementing AEOI.

Beyond the immediate future, we have also considered our vision for the end of the next mandate.
By 2020, EOIR will be a truly global tool used by all. We will have completed our next round of peer
reviews on EOIR. The results from those reviews will show the continued improvements made by
our members in working toward even higher quality exchange dafrintion. The reviews of
beneficial ownership information and quality of requests will drive significant improvements in law
FyR LIN} OGAOSs y2iG 2yte F2NJ GFE Lldz2N1L}R2aSazr odzi Y3
combat money laundering, crime amahti-corruption. In an era of advanced transparency in a range

of tax matters (including the coming implementation of AEOI, country by country reporting and
exchange of rulings, all of which will magnify the importance of EOIR), EOIR will be a fundamental
building block of international tax compliance. We expect that EOIR will help to generate even larger
revenue results, exceeding our investment many times over.

2020 will also see almost all of our members well underway in AEH®@I volume of data exchamg

will be unprecedented, giving tax administrations truly advanced tools to detect, deter and redress
financial account tax evasion. Collectively, we will have undertaken an enormous amount of work to
meet our commitments, including work to provide assures of the security of information, work to
support members with their legislative, operational and technical implementation, and risk
assessments to ensure the domestic implementation of the AEOI standard is such that we have
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maintained the AEOIl standards one global standard rather than multiple standards and
implemented by all in an effective manner. In doing so, we will have safeguarded the global level
playing field. By 2020, the rewards of that work will be extremely high profile. Not only will tax
administrations have enormous amounts of information at their disposal, but the very nature of the
financial industry will have been fundamentally changed, with transparency and tax being brought
into the dalily lives of all.

The gains made in the developmteagenda will be particularly rewarding. We will have completed
our first ever regional Africa Initiative, transforming the engagement of the region with the global
tax transparency agenda. We will have drawn on that experience to make similar gains for
developing countries in other regions. EOI will not be a compliance burden, but an accessible tool.
We will be extremely effective at transferring our collective expertise to new members.
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ANNEXES

1 List of Members and Observers

9 Tablecg Jurisdictiong; Phase land Phase 2 reviews

1 Statement of Outcomes: Barbados Global Forum MeetingB®9ctober 2014)

9 Schedule of Reviews

1 Signatories of the Multilateral Competent Authority Agreement

1 Signatories to the Convention on Mutual Administrative Assistance in Tax Blatter
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LIST OFGLOBAL FORUMMEMBERS AND OBSERVER

Albania
Anguilla
Argentina
Aruba
Austria
The Bahamas
Barbados
Belize
Botswana
British Virgin Islands
Bulgaria
Cameroon
Cayman Islands
| KAyl T tS2LXS
Cook Islands
/4GS 5QL@2
Curagao
Czech Republic
Dominica

El Salvador
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Andorra
Antigua and Barbuda
Armenia
Australia
Azerbaijan
Bahrain
Belgium
Bermuda
Brazil
Brunei Darussalam
Burkina Faso
Canada
Chile
Colombia
Costa Rica
Croatia
Cyprus
Denmark
Dominican Republic

Estonia

e

e



http://www.oecd.org/document/2/0,3746,en_21571361_43854757_46196738_1_1_1_1,00.html

.........

Finland
France
Georgia
Ghana
Greece
Guatemala
Hong KongChina
Iceland
Indonesia
Isle of Man
Italy
Japan
Kazakhstan
Korea
Lesotho
Liechtenstein
Luxembourg
Malaysia
Marshall Islands

Mauritius

Monaco
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FormerYugoslav Republic
Macedonia

Gabon
Germany
Gibraltar
Grenada
Guernsey
Hungary

India
Ireland
Israel
Jamaica
Jersey
Kenya
Latvia

Liberia
Lithuania

Macao, China
Malta
Mauritania
Mexico

Montserrat



http://www.oecd.org/document/45/0,3746,en_21571361_43854757_44997613_1_1_1_1,00.html
http://www.oecd.org/document/25/0,3746,en_21571361_43854757_45053017_1_1_1_1,00.html

Morocco
Netherlands
Niger
Niue
Pakistan
Papua New Guinea
Philippines
Portugal
Romania
Saint Kitts and Nevis
Saint Vincent and the Grenadine
San Marino
Senegal
Singapore
Slovak Republic
South Africa
Sweden
Tanzania
Tunisia
Turks and Caicos Islands

Ukraine
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Nauru
New Zealand
Nigeria
Norway
Panama
Peru
Poland
Qatar
Russia
Saint Lucia
Samoa
Saudi Arabia
Seychelles
Sint Maarten
Slovenia
Spain
Switzerland
Trinidad and Tobago
Turkey
Uganda

United Arab Emirates



http://www.oecd.org/document/25/0,3746,en_21571361_43854757_44997785_1_1_1_1,00.html
http://www.google.fr/imgres?imgurl=http://unimaps.com/flags-africa/tunisia-flag.gif&imgrefurl=http://unimaps.com/flags-africa/tunisia-print2.html&usg=__7iNfDB5XIjbL0KPrn2yrXfSZP64=&h=599&w=900&sz=10&hl=fr&start=1&zoom=1&tbnid=T-O0-wqfPSfNoM:&tbnh=97&tbnw=146&ei=Xx6MT4m3H4iw8QPixsW4CQ&prev=/search?q%3Dflag%2Btunisia%26um%3D1%26hl%3Dfr%26sa%3DN%26gbv%3D2%26tbm%3Disch&um=1&itbs=1




