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Tax steps into the light

“�In short, the task of managing 
tax risk and controversies 
is more difficult than ever. 
It is arguably even more 
challenging than some 
may have envisioned in 
October 2015, when the 
BEPS recommendations 
were published and the 
implementation phase began.”

— Rob Hanson
EY Global Tax Controversy Leader
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This report is the first in a series discussing EY’s 
global 2017 Tax Risk and Controversy Survey. 
It highlights the most significant findings and sets 
the stage for a deeper exploration of key topics in 
subsequent editions. These forthcoming reports 
will also suggest detailed actions for businesses 
to consider. To receive other reports in the series, 
please visit ey.com/taxriskseries or connect 
with your local EY Tax contact.



The business of tax is undergoing a 
fundamental shift on a global scale, and 
the primary driver is the explosion of 

new transparency and reporting measures that 
have swept over the global landscape in recent 
years. That is the clear message from the 901 
tax and finance executives in 69 jurisdictions 
who participated in the EY 2017 Tax Risk and 
Controversy Survey.

The enhanced transparency measures and new reporting 
requirements, many brought about by the Base Erosion and 
Profit Shifting (BEPS) project of the Organisation for Economic 
Co-operation and Development (OECD), have had profound 
implications for businesses’ tax compliance and reporting 
functions, audits and controversies, and reputational risk, which 
in turn have increased the need for companies to develop a 
cohesive approach to tax risk and controversy management.

At the same time, tax administrations are harnessing the 
power of digitalization to make better use of limited resources 
and extract more value from the information they receive. Tax 
authorities are increasingly relying on digital methods to collect 
taxpayer data and are using data analytics to mine this data to 
help them boost tax collections, target compliance initiatives 
and improve overall efficiency. Tax authorities are making 
strategic use of data analytics to make compliance and audit 
determinations and are increasingly sharing this data with tax 
authorities in other jurisdictions. This exposes businesses to 
more risk if their people, processes and systems are dated or 
out of sync with government requirements and expectations.

And just as companies are adjusting to the rapid changes to 
tax policy and enforcement brought by BEPS and the digital 
revolution, a wave of political uncertainty has added a new 
wrinkle to the tax risk environment. These “unknowns” — such 
as the tax implications of Brexit and the question of how, and 
whether, the new US Administration will take tax policy in a 
new direction — have prompted many businesses to analyze the 
potential impact these events could have on their tax strategy 
and business operations.

“In short, the task of managing tax risk and controversies is more 
difficult than ever,” says Rob Hanson, EY Global Tax Controversy 
Leader, based in Washington, DC. “It is arguably even more 
challenging than some may have envisioned in October 2015, 
when the BEPS recommendations were published and the 
implementation phase began.”

US Supreme Court Justice Louis Brandeis famously called 
sunlight the greatest disinfectant. But sunlight can also harm 
those who aren’t prepared to face the intensity of the sun’s 
rays. Our survey indicates businesses around the world are 
currently regarding the compliance environment as a prism 
through which they interpret demands for greater transparency. 
The sunlight is being dispersed into a spectrum of red, orange, 
yellow, green, blue, indigo and violet. Each color deserves its own 
contemplation. And those who step into the light should consider 
the risks and take the necessary precautions before stepping into 
this new (and hostile) environment.

This report, the first in a series of four, examines the highlights of 
the survey. References to “large” businesses appear throughout 
the text and accompanying graphics and refer to global 
businesses with more than US$3 billion in annual revenues.
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É AtÌs clear t`at businesses 
are under pressure from 
many stace`olders to 
demonstrate compliance 
with ever-changing tax 
laos&Ê

—  R ob  H anson
EY Global Tax Controversy Leader

Businesses everyo`ere are ^eeling t`e e^^ects o^ more tap 
risc& >i^ty-eig`t percent o^ survey respondents said t`ey `ave 
experienced an increased focus by tax authorities on cross-
border issues and'or transactions in t`e last too years& >i^ty-five 
percent said t`ey `ave epperienced an increase in disclosure 
and transparency requirements, and 41% said they have seen 
an increase in t`e number or aggressiveness o^ tap audits& 
Eighteen percent said they have experienced an increase in the 
application o^ general anti-avoidance rules or specific anti-
avoidance rules&

ÉAtÌs clear t`at businesses are under pressure ^rom many 
stace`olders to demonstrate compliance oit` ever-c`anging tap 
laos$Ê @anson says&

Anterestingly$ o`ile t`e percentage o^ respondents o`o said 
t`ey `ave epperienced t`e use o^ Éname and s`ameÊ tec`niiues 
by tap aut`orities is small (0�)$ t`e ^act t`at 0� represents 
74 companies is a somewhat eye-opening statistic when 
considering t`at t`e Éname and s`ameÊ approac` `as not$ to 
date$ become a oidely implemented tool&

L`e survey results provide illuminating insig`t into t`e sources 
o^ tap risc and t`e e^^ects t`ey are `aving on companiesÌ tap risc 
management ^rameoorcs and reputation& 

An increased focus by tax 
authorities on cross-border 
issues and/or transactions  

An increase in disclosure 
and transparency 

requirements 

An increase in the number 
or aggressiveness of 

tax audits   
An increase in the application of 
general anti-avoidance rules or 

specific anti-avoidance rules 

The use of “name and shame” 
techniques by tax authorities   

58%

55%

41%

18%

8%

Multiple responses allowed

Tax r isk  tak es hold

H av e y ou  exper ienc ed  any  of  the f ollow ing ev ents in the last 
tw o y ear s?
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G l o b a l i z a t i o n
?lobaliration `as created neo c`allenges ^or t`e tap ^unction& 
L`e proli^eration o^ larger$ more complep business structures 
means that tax departments need to have robust processes in 
place to coordinate oit` tap aut`orities in multiple burisdictions$ 
identi^y t`e tapes and ot`er laos and regulations to o`ic` t`e 
company is subbect$ iuiccly obtain necessary data and ceep 
tracc o^ tap riscs and controversies around t`e oorld&

?reater business complepity$ o^ course$ results in `ig`er levels 
o^ tap risc& Our survey s`oos businesses are dealing oit` a `ost 
o^ riscs& C`ie^ among t`em are a greater risc or uncertainty 
around tap legislation or regulation and a greater risc or 
uncertainty around trans^er pricing$ o`ic` oere eac` selected 
by -1� o^ respondents& Lap legislation'regulation-related 
riscs oere selected at significantly `ig`er rates by businesses 
in t`e insurance sector (//�)$ pooer and utilities (/-�) and 
media and entertainment (/)�)& Businesses in li^e sciences 
and mining'metals (bot` /0�)$ tec`nology (//�) and `ealt` 
(/.�) reported t`e `ig`est levels o^ concerns around trans^er 
pricing-related riscs& 

L`at trans^er pricing is a leading source o^ risc is unsurprising$ 
given t`e unprecedented level o^ scrutiny t`at companiesÌ trans^er 
pricing activities `ave been under ^rom multiple stace`olders$ 
including national policymacers$ t`e neos media$ activist groups 
and supranational organirations& L`is is also consistent oit` t`e 
findings in t`e =Q *(). ?lobal Lrans^er Pricing Kurvey o^ trans^er 
pricing pro^essionals$ in o`ic` /-� o^ companies identified risc 
management as t`eir top trans^er pricing priority$ up ^rom ..� in 
*()+ and -(� in *()( and *((/&1

?reater complepity in supply c`ains is a particular area o^ 
concern ^or businesses in li^e sciences (,0�)$ consumer products 
and retail (,/�) and `ealt` (+0�) (t`is c`allenge oas cited by *,� 
o^ all survey respondents)& A greater risc or uncertainty around 
t`e ÉsubstanceÊ o^ legal entities is a mabor concern ^or businesses 
in private eiuity (0+�)$ oealt` and asset management (-+�)$ 
tec`nology (-)�) and `ealt` (,0�)$ compared to t`e *0� o^ all 
respondents o`o cited it as a concern&

1 See ey&com'tpsurvey ^or more in^ormation&

I n the past tw o y ear s,  w hic h of  the f ollow ing c hallenges assoc iated  w ith glob aliz ation hav e m ater ializ ed  at y ou r  c om pany ?

Greater risk or uncertainty 
around transfer pricing 

Greater risk or uncertainty around 
tax legislation or regulation

Greater risk or uncertainty 
around tax audits  

Greater complexity around 
effective tax rate management

Tax reporting operational or 
data challenges  

More internationally mobile 
workforce 

Greater risk or uncertainty around 
the “substance” of legal entities  

Increased PE risk 

Greater complexity in supply chains

Greater risk or uncertainty around 
customs 

59%

59%

46%

40%

39%

29%

28%

26%

24%

16%

12%Greater risk or uncertainty from EU 
State Aid investigations/enforcement

Multiple responses allowed

S ou r c es of  r isk

http://www.ey.com/tpsurvey
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Lap reporting operational or data c`allenges oere cited as 
an area o^ particular concern by businesses in oealt` and 
asset management (-/�)$ insurance (-*�) and oil and gas 
and private eiuity (bot` -(�)$ o`en compared to all survey 
respondents (+1�)& 

The ongoing investigations by the European Commission 
(Commission) o^ t`e tap ruling practices o^ =uropean Union 
(=U) Eember Ktates$ o`ic` so ^ar `ave resulted in several 
Commission decisions t`at tap rulings granted to certain 
multinational corporations violated =U Ktate Aid rules 
(and t`at t`e Eember Ktate must recover t`e illegal aid 
received by t`e tappayer)$ oere cited as a concern by only 
)*� o^ t`e overall survey population& @ooever$ given t`at 
t`e tap rulings being scrutinired generally a^^ect a narroo 
subset o^ businesses$ t`at small number maces sense& Our 
survey revealed t`at a greater risc or uncertainty ^rom 
=U Ktate Aid investigations'en^orcements is being ^elt 
by businesses in li^e sciences (+(�)$ tec`nology (*.�)$ 
telecommunications (*,�)$ government and public sector and 
oealt` and asset management (bot` *(�) and automotive'
transportation and `ealt` (bot` )1�)& 

An terms o^ o`ic` specific activities or issues represent 
the highest tax risks for their company, transfer pricing of 
goods and services received the highest number of votes 
(on a oeig`ted basis)$ ^ollooed by indirect tapes$ permanent 
establis`ment (P=) risc$ limitation o^ deductibility o^ financing 
eppenses and oit``olding tapes&

Top 10 ac tiv ities or  issu es that r epr esent the highest tax 
r isk s f or  c om panies

Transfer pricing of goods and service

Andirect tapes È including NAL$ ?KL and 
customs

Permanent establis`ment risc

Limitation o^ deductibility o^ financing 
expenses

Oit``olding tapes

?roup c`arges'allocation o^ `ead o^fice 
expenses

Lrans^er pricing o^ intangibles

?lobal oorc^orce-related issues$ including 
employment tap risc and social security risc

Use o^ losses

Lrans^er pricing o^ financial transactions

1
2
3
4
5
6
7
8
9

10

S ou r c es of  r isk
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J u r i s d i c t i o n a l  r i s k s
Overall$ survey respondents identified )*) burisdictions as one o^ 
t`eir top t`ree locations ^or tap risc in t`e nept too years& L`e top 
five tap risc burisdictions (on a oeig`ted basis) oere$ in descending 
order$ t`e United Ktates$ C`ina$ United Cingdom$ Australia and 
Andia& Among UK businesses$ t`e top five oere t`e United Ktates$ 
United Cingdom$ C`ina$ Andia and Eepico& =E=AA-based businesses 
selected t`e United Ktates$ United Cingdom$ ?ermany$ C`ina and 
Andia as t`eir top five$ o`ile businesses in t`e BJACK countries 
selected C`ina$ Andia$ Jussia$ Figeria and t`e United Ktates&

ÉPerceptions o^ burisdictional risc seem to be s`i^ting bacc to 
developed economies$Ê says Kydney-based @ooard Adams$ 
=Q Asia-Pacific Lap Controversy Leader& ÉL`is may be a lagging 
effect of governments needing more revenue and revenue 
aut`orities gaining more tools to collect it&Ê

>or instance$ Adams says$ governments `ave been tacing 
increasingly aggressive en^orcement approac`es in developed 
countries suc` as Australia (e&g&$ t`e Eultinational Anti-Avoidance 
Lao$ t`e <iverted Profits Lap$ neo rules reiuiring tap and financial 
advisors to report potentially aggressive tap planning sc`emes) 
and t`e United Cingdom (e&g&$ t`e <iverted Profits Lap$ sti^^er 
penalties ^or individuals or corporations o`o enable o^^s`ore tap 
evasion$ proposed neo corporate criminal o^^enses ^or ^ailure to 
prevent t`e ^acilitation o^ tap evasion)&

É Perceptions o^ burisdictional 
risk seem to be shifting back 
to developed economies& 
L`is may be a lagging e^^ect 
of governments needing 
more revenue and revenue 
authorities gaining more 
tools to collect it&Ê

—  H ow ar d  A d am s
EY Asia-Pacific Tax Controversy Leader

2
China

1
U nited  
S tates

3
United 

Kingdom

4
Australia

5
India

6
?ermany

7
Braril

8
>rance

9
Eepico

10
Ataly

S ou r c es of  r isk

Top 10 j u r isd ic tions that r espond ents expec t to pr esent the 
most significant tax-related risks in the next two years
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ÉConcerns about t`e United Ktates could be driven by t`e `ig` 
level o^ uncertainty around `oo È and o`et`er È t`e UK Congress 
oill enact compre`ensive tap re^orm$Ê says Oas`ington$ <C-based 
@eat`er Ealoy$ =Q Lap Controversy Leader ^or t`e UK&

On the question of how entering into or operating in emerging 
marcets a^^ects t`eir companyÌs levels o^ tap risc and controversy$ 
+,� o^ all respondents said doing so Ésomeo`atÊ increases 
t`eir riscs$ o`ile *(� said it ÉsignificantlyÊ increases t`eir riscs& 
Fearly ),� said it `as no real impact& L`e results oere not 
significantly di^^erent ^or large businesses3 ,+� said t`e riscs 
oere Ésomeo`atÊ increased$ *-� said ÉsignificantlyÊ and ))� 
said it `as no real impact&

As ^or o`ic` emerging marcets `ave t`e most significant 
potential ^or tap-related riscs$ t`e top five identified by all 
respondents oere$ on a oeig`ted basis (and in descending order)$ 
C`ina$ Andia$ Braril$ Eepico and Jussia& 

“ Concerns about the United 
Ktates could be driven by 
t`e `ig` level o^ uncertainty 
around `oo È and 
o`et`er È t`e UK Congress 
oill enact compre`ensive 
tap re^orm&Ê

—  H eather  M aloy
EY Tax Controversy Leader  

for the US 2
India

1
C hina

3
Braril

4
Eepico

5
Russian 

>ederation

6
Indonesia

7
Argentina

8
Nietnam

9
Turkey

10
Other

S ou r c es of  r isk

Top 10 emerging markets that present the most significant 
potential for tax-related risks
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T r a n s p a r e n c y  a n d  
r e p u t a t i o n a l  r i s k s
<espite t`e unprecedented number o^ disclosure and 
reporting measures that have been introduced in the wake of 
t`e B=PK probect$ businesses appear to be gearing up ^or even 
more& Fearly --� o^ all respondents said t`ey t`inc global 
disclosure$ reporting and transparency reiuirements oill 
increase significantly in t`e nept too years& >orty percent said 
t`ey t`inc reiuirements oill increase someo`at$ and bust +� 
believe t`ey oill remain t`e same& Among large businesses$ 
.1� said t`ey t`inc reiuirements oill increase significantly$ 
and +(� believe t`ey oill increase someo`at&

Eoreover$ as t`e É^air s`are o^ tapÊ debate continues to 
generate muc` attention$ some policymacers and ot`er 
stace`olders are calling ^or companies to publicly disclose 
the amount of taxes they pay in the countries where they 
do business& O`et`er t`at is proposed to be accomplis`ed 
t`roug` a mandatory public country-by-country reporting 
(CbCJ) mec`anism or adoption o^ a voluntary public 
disclosure initiative$ suc` as AustraliaÌs Lap Lransparency 
Code$ tap-related reputational riscs remain a cey concern ^or 
many businesses&

Kipty percent o^ all businesses surveyed said t`ey are 
someo`at$ very or eptremely concerned about media 
coverage o^ t`e É^air s`areÊ o^ tapes paid by some entities 
or t`eir seemingly loo e^^ective tap rates& Among large 
businesses$ t`is number bumps to /(�& Eoreover$ -.� o^ 
all companies said t`ey are someo`at$ very or eptremely 
concerned t`at governments oill reiuire public disclosure o^ 
t`e amount o^ tapes t`eir company pays o`ere it operates& 
Again$ t`is number increases ^or large businesses (to /*�)&

Fearly *(� o^ all businesses said t`ey `ave made a public 
statement in t`eir oebsite or financial statements on t`eir 
approac` to t`eir global tap obligations (e&g&$ a tap policy 
statement$ a report on tapes paid or ot`er similar statement)& 
Fearly +(� o^ large businesses said t`ey `ave done so&

H ow  c onc er ned  is y ou r  c om pany  that gov er nm ents w ill 
r eq u ir e pu b lic  d isc losu r e of  the am ou nt of  taxes y ou r  
c om pany  ow es w her e it oper ates?  

Large businesses

Somewhat 
concerned 

Not very 
concerned 

Very 
concerned 

Not concerned 
at all 

Extremely 
concerned

40%

35%

28%

23%

15%

20%

13%

5%

6%

12%

Overall survey respondents

S ou r c es of  r isk



É Jeputational risc remains 
an acute concern for many 
tap departments È and 
t`eir C-suite stace`olders& 
Sometimes being proactive 
in communicating can be 
productive$ but itÌs aloays 
critical to cnoo as muc` 
about your tax operations 
around t`e oorld so 
you can be equipped to 
respond and epplain$ i^ 
necessary&Ê

— Jean-Pierre Lieb
EY EMEIA Tax Policy and Controversy Leader
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ÉJeputational risc remains an acute concern ^or many tap 
departments È and t`eir C-suite stace`olders$Ê says Paris-based 
Bean-Pierre Lieb$ =E=AA Lap Policy and Controversy Leader 
^or =Q& ÉKometimes being proactive in communicating can be 
productive$ but itÌs aloays critical to cnoo as muc` about your tap 
operations around t`e oorld so you can be eiuipped to respond 
and epplain$ i^ necessary&Ê  

Large businesses oere more licely to engage oit` t`e neos 
media on t`eir tap a^^airs$ probably because many are publicly 
traded& =ig`teen percent said t`ey `ave done so$ compared to 
1� o^ t`e overall survey population& Among businesses t`at do 
engage$ a mabority reported success^ul outcomes& Fearly 00� o^ 
t`em said t`ey oere someo`at$ very or completely success^ul at 
accomplis`ing t`eir goals and obbectives (t`e number is slig`tly 
looer (0-�) ^or large businesses)& Only )� o^ all businesses$ and 
*� o^ large businesses$ said t`ey oere not success^ul at all&

Large businessesOverall survey respondents

No

9%

91%

82%

18%
Yes

I f  y ou  d o engage w ith the pr ess on tax issu es,  how  su c c essf u l 
ar e y ou  at ac c om plishing y ou r  goals and  ob j ec tiv es?  

D o y ou  engage w ith the pr ess on tax issu es?

59%

61%

27%

20%

11%

12%

2%

4%
Completely successful 

Not very successful 

Very successful 

Somewhat successful 

80

Not successful at all 
1%

2%

Large businessesOverall survey respondents

S ou r c es of  r isk
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planning and 
structures
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A d d r e s s i n g  r i s k
L`ere is evidence t`at businesses continue to put in place 
processes and tools to manage t`eir tap riscs& Eore t`an `al^ 
o^ respondents (-,�) said t`ey `ave complete or substantial 
visibility over active tap disputes (including open audits) 
around t`e oorld$ compared to ,+� reporting complete 
visibility in our previous survey& Anot`er ),� said t`ey `ave 
partial visibility& L`ose numbers are slig`tly `ig`er ^or large 
businesses È ++� said t`ey `ave substantial visibility$ +*� 
`ave complete visibility and ).� `ave partial visibility&

ÉAt is absolutely critical in t`e current environment to 
`ave a clear and structured line-o^-sig`t o^ Öas`points 
^or controversy and potential controversy around your 
organiration$Ê says Claus von Brocce$ =U <irect Lap Leader 
^or =rnst � Qoung ?mb@&

ÉBusinesses s`ould also `ave a plan ^or setting out an order 
o^ relevancy or priority around upcoming tap controversies$Ê 
von Brocce adds& ÉA seemingly minor issue oit`$ say$ a 
nongovernmental organiration over some leaced tap data 
s`ould be given as muc` attention as a multimillion dollar tap 
dispute t`at could potentially end up in court& >ocusing more 
on t`e latter at t`e eppense o^ t`e ^ormer could prove to be a 
^atal error&Ê

Businesses are also tacing steps to ensure t`at t`eir C=O$ 
board of directors and/or other business departments are 
involved in tap matters& Fearly ,)� o^ all respondents said 
t`eir C=O and'or boardÌs oversig`t relating to tap risc and 
controversy management has increased somewhat over 
t`e past too years$ o`ile nearly ))� said it `as increased 
significantly& Keventy-t`ree percent o^ respondents said 
t`ey provide periodic briefings to t`e C=O or C>O on `oo 
tap riscs and'or tap controversy are managed& Jespondents 
also indicated t`at periodic briefings are given to t`e audit 
committee (,)�)$ t`e board (+-�)$ t`e internal audit or 
corporate risc department (*0�)$ ot`er business units (*-�) 
and `uman resources ()(�)&

@eig`tened riscs `ave also prompted businesses to improve 
t`eir documentation processes& Fearly ,0� o^ all companies 
said they have somewhat increased their focus over the 
last too years on t`e documentation o^ transactions ^or 
tap purposes$ o`ile almost *(� said t`ey `ave significantly 
increased t`eir ^ocus& Jeducing compliance riscs (..�) 
oas t`e leading driver ^or companies c`anging t`eir 
documentation approac`$ ^ollooed by Éin response to country-
level legislative developmentsÊ (+1�) and Éin response to t`e 
B=PK probectÊ (+.�)&

L`e survey s`oos t`at t`e neo era o^ tap riscs È o`et`er t`ose 
riscs derive ^rom B=PK implementation$ digitaliration$ political 
uncertainty or ot`er elements È is clearly `aving operational 
impacts& >i^ty-^our percent o^ all businesses said t`at tap 
controversy management has become somewhat or more 
important ^or t`eir entity in t`e last too years& Among large 
businesses$ t`at number increases to .,�&

>or businesses t`at `ave episting tap controversy policies$ /+� 
said t`ey `ave made some cind o^ c`anges (minor$ significant or 
completely revised) to t`ose policies over t`e past too years&

L`e `eig`tened tap risc environment is also a^^ecting ot`er 
elements o^ companiesÌ business& L`irty percent o^ all 
respondents said they changed a transfer pricing arrangement 
because o^ tap risc& Anot`er *+� said t`ey c`anged a financing 
arrangement, 17% said they changed the substance of the 
legal entity involved$ and anot`er )/� said t`ey modified an 
E�A transaction&

Changed a transfer 
pricing arrangement

30%
C`anged a financing 
arrangement

23%

Changed the 
substance of the 
legal entity involved 

17%
Eodified an E�A 
transaction

17%

Changed the 
^unctions allocation

14%
Changed a hybrid 
structuring

14%

Eodified an 
investment in a new 
tap burisdiction

11%
Stopped an 
investment in a new 
tap burisdiction

4%

Ktopped an E�A 
transaction

3%
Jesulted in a 
disinvestment

2%

Multiple responses allowed

I m pac t on tax planning and  str u c tu r es

H as tax r isk  im pac ted  the natu r e or  str u c tu r e of  a tr ansac tion 
y ou  w er e c ontem plating in any  of  the f ollow ing w ay s?
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D i s p u t e  r e s o l u t i o n
L`e rapidly evolving legislative and regulatory landscape$ 
increasing demands for data and aggressive enforcement efforts 
have no doubt increased the number of tax disputes, which in 
turn has put more pressure on both taxpayers and tax authorities 
to find better oays o^ preventing controversy and$ i^ it cannot 
be avoided$ developing more e^^ective and e^ficient dispute 
resolution mec`anisms&

Advance pricing agreements (APAs) `ave long been a cey tool 
for taxpayers and tax authorities to reducing the risk of future 
trans^er pricing disputes& @ooever$ amid complaints ^rom some 
taxpayers in recent years that obtaining an APA is burdensome 
and takes too much time, it appears that enthusiasm for APAs is 
oaning& Only 1� o^ respondents said t`ey `ave used unilateral 
APAs in t`e last too years$ and bust )+� said t`ey `ave used 
bilateral APAs& L`is is consistent oit` t`e findings in t`e =Q *(). 
?lobal Lrans^er Pricing Kurvey$ o`ere only +/� o^ companies said 
t`ey are using eit`er bilateral APAs ().�)$ unilateral APAs (),�) 
or a combination o^ t`e too (/�)&

26%

41%

13%

27%

9%

19%

7%

9%
Pre-filing agreements 

Unilateral APAs 

Bilateral APAs 

Advance rulings
(private letter ruling)  

Cooperative 
compliance agreement 

6%

11%

Large businessesOverall survey respondents

Multiple responses allowed

I m pac t on tax planning and  str u c tu r es

É At is absolutely critical in 
the current environment 
to `ave a clear and 
structured line-o^-sig`t o^ 
Öas`points ^or controversy 
and potential controversy 
around your organiration&Ê

—  K lau s v on B r oc k e
EU Direct Tax Leader for Ernst & Young GmbH

O v er  the c ou r se of  the past tw o y ear s,  w hic h of  the f ollow ing 
pre-filing tools has your company used? 



É Building mutual trust 
taces time and e^^ort& 
L`eoretically$ cooperative 
compliance arrangements 
can be mutually beneficial 
to both taxpayer and 
government, but making 
these programs succeed 
requires good-faith 
e^^orts ^rom bot` parties& 
The survey data shows 
businesses are open but 
proceeding oit` caution&Ê

—  R ob  H anson
EY Global Tax Controversy Leader
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Eoreover$ only )*� o^ respondents said t`ey are licely to use 
unilateral APAs in t`e nept too years3 bust )/� said t`ey are licely 
to use bilateral APAs& L`e numbers are slig`tly `ig`er among 
large businesses È **� said t`ey are licely to use unilateral APAs 
in t`e nept too years$ oit` +(� saying t`ey are licely to use 
bilateral APAs&

29%

40%

17%

30%

12%

22%

10%

14%
Pre-filing agreements 

Unilateral APAs 

Bilateral APAs 

Cooperative 
compliance agreement 

7%

11%

Advance rulings
(private letter ruling)  

Large businessesOverall survey respondents

Multiple responses allowed

I m pac t on tax planning and  str u c tu r es

I n the next tw o y ear s,  ar e y ou  lik ely  to u se one or  m or e of  
the f ollow ing?
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B E P S  r e a d i n e s s
Businesses have had to invest an enormous amount of time and 
resources to ensure t`ey are B=PK-compliant$ particularly oit` 
respect to neo disclosure and reporting reiuirements& As may be 
eppected$ large businesses are more licely to `ave t`e necessary 
tools in place ^or complying oit` t`e Action )+ CbCJ obligations& 
Seventy-two percent of them said they have reporting systems 
t`at oill gat`er and comply oit` CbCJ guidelines$ oit` around 
*(� saying t`ey do not& Among t`e overall survey population$ 
-+� said t`ey `ave t`e necessary reporting systems$ and nearly 
+)� said t`ey do not&

Large businesses are also more licely to `ave made c`anges to 
existing structures in anticipation of the BEPS recommendations 
being implemented& L`irty percent said t`ey `ave evaluated 
and made c`anges$ compared to t`e )1� o^ t`e overall survey 
population o`o said so&

L`ere also does not appear to `ave been muc` movement 
in t`e use o^ mutual agreement procedures (EAP)$ oit` *+� 
o^ companies reporting t`at t`eir use o^ EAP `as not really 
c`anged in t`e last too years& Bust /� said it `as increased 
someo`at$ and only *� said it `as increased significantly& 

L`e survey results ^urt`er suggest t`ere may be some 
resistance around t`e O=C<Ìs e^^orts to drive `ig`er adoption 
o^ cooperative compliance programs& On t`e one `and$ 
the number of businesses who said that one or more tax 
administrators `ave soug`t to develop a more open and 
collaborative relations`ip oit` t`em `as increased since t`e 
last survey È +1�$ up ^rom */� in *(),& 

On ot`er `and$ t`ere oas a relatively luceoarm response 
to t`e iuestion o^ `oo businesses regard t`e possibility o^ 
entering into a cooperative compliance agreement (suc` as 
t`e <utc` `orirontal monitoring program) oit` one or more 
tap administrations& Among large businesses (to o`om suc` 
programs generally are targeted)$ )*� said t`ey are already 
participating in suc` a program& Fearly +*� said t`ey are 
open to t`e possibility but `ave some reservations$ o`ile )+� 
said t`ey are completely open to t`e possibility& =ig`t percent 
said t`ey are not open to t`e possibility (nearly +-� said t`ey 
donÌt cnoo)&

O^ t`e large businesses o`o `ave pursued suc` relations`ips$ 
+-� said t`ey `ave `ad a generally positive epperience& 
Loenty-eig`t percent said itÌs too early to tell$ )1� said t`ey 
`ave `ad miped results and )0� said t`eir epperience `as 
generally been disappointing&

ÉBuilding mutual trust taces time and e^^ort$Ê @anson says& 
ÉL`eoretically$ cooperative compliance arrangements can be 
mutually beneficial to bot` tappayer and government$ but 
making these programs succeed requires good-faith efforts 
^rom bot` parties& L`e survey data s`oos businesses are 
open but proceeding oit` caution&Ê

We have evaluated our 
existing structures but not 

made any changes 

We have neither evaluated 
nor made changes to 

existing structures 

21%

45%

58%

9%

19%

30%

We have evaluated and 
made changes to 

existing structures 

Large businessesOverall survey respondents

I m pac t on tax planning and  str u c tu r es

H av e y ou  c ar r ied  ou t any  of  the f ollow ing ac tiv ities in 
anticipation of BEPS Actions being implemented?



É L`e C-suite is finally 
beginning to understand 
that BEPS is much 
more t`an bust a tap 
issue& But it remains t`e 
responsibility o^ t`e tap 
department to `elp t`e 
business understand 
and respond to all o^ t`e 
implications&Ê

— Alex Postma
EY Global Leader for  

International Tax Services
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As ^or o`ic` non-tap ^unctions oill be impacted most significantly by 
B=PK implementation over t`e nept too years$ accounting topped t`e 
list at /)�$ ^ollooed by finance (.*�)$ treasury (+*�)$ legal (+(�) and 
in^ormation tec`nology (*0�)&

ÉL`e C-suite is finally beginning to understand t`at B=PK is muc` 
more t`an bust a tap issue$Ê says Alep Postma$ =Q ?lobal Leader ^or 
Anternational Lap Kervices& ÉBut it remains t`e responsibility o^ t`e 
tap department to `elp t`e business understand and respond to all o^ 
t`e implications&Ê

Loocing a`ead$ t`e results suggest t`at businesses still `ave t`eir 
oorc cut out ^or t`em& >orty-too percent o^ all respondents ^oresee 
Éavailability and iuality o^ data ^or CbC$ master and local file reportingÊ 
as t`eir greatest B=PK implementation c`allenge (^or large businesses$ 
t`is number bumps to -/�)& Fearly */� o^ all respondents ^oresee 
potential controversy in some countriesÌ implementation o^ B=PK 
Actions as t`eir greatest c`allenge (^or large businesses$ t`is number 
increases to nearly ,(�)& Lraccing and managing many countriesÌ 
implementation o^ B=PK Actions oas c`osen by *-� o^ all respondents 
(and by +*� o^ large businesses)&

A c c o u n t i n g
71%

F i n a n c e
62%

T r e a s u r y
32%

L e g a l
30%

I n f o r m a t i o n  
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13%
I n v e s t o r  
r e l a t i o n s

11%
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9%
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9%
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R e a l  e s t a t e
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Multiple responses allowed

I m pac t on tax planning and  str u c tu r es

Over the next two years, which of the following non-tax functions 
will be impacted most significantly by the implementation of the 
BEPS action items?



17Tax steps into the light |

L`ere are several t`ings oe recommend businesses do immediately to 
adapt to t`e riscier compliance environment and meet demands ^or 
more transparency in a productive ^as`ion& 

2|   T a x  a n d  r e p u t a t i o n a l  
r i s k
Be proactive in managing tax and  
r epu tational r isk : To cope with 
BEPS-driven enhanced reporting 
and disclosure reiuirements and 
greater audit scrutiny, ensure your tax 
department `as adeiuate cnooledge$ 
sta^fing$ budget and ot`er necessary 
resources to meet the new demands on 
t`e tap ^unction& Assess reputation riscs 
that may arise and ensure the board and 
C-suite stace`olders ^ully understand 
t`at t`eir companyÌs tap profile is bot` 
a financial and reputational issue& 
<evelop$ oit` t`e boardÌs advice and 
consent$ a clear policy epplaining t`e 
companyÌs approac` to tap planning& 
An developing t`is policy$ ceep in mind 
that the board, CEO and company 
representatives must be com^ortable 
oit` macing t`e policy available 
publicly and$ i^ necessary$ be prepared 
to de^end it& At t`e same time$ decide 
how transparent your business wants 
to be in terms o^ disclosing t`e amount 
of taxes you pay in the countries where 
you do business3 once a decision is 
made$ develop a plan ^or communicating 
it to epternal stace`olders and tap 
aut`orities in a consistent oay&

1|   S t r a t e g i c  a p p r o a c h  t o  
t a x  r i s k  m a n a g e m e n t
Adopt a str ategic  appr oac h to tax 
r isk  m anagem ent: The survey shows 
long-anticipated drivers o^ tap risc `ave 
become a reality$ so itÌs important t`at 
businesses be prepared to confront 
whatever form it takes, from responding 
to aggressive audits or c`allenges 
to transfer pricing arrangements, to 
managing tap-related reputational 
concerns or examining existing business 
and cross-border structures& An 
integrated$ `olistic$ global and end-to-
end approac` can `elp businesses stop 
controversy before it occurs through the 
use of top-down governance, systems 
and processes that enhance monitoring 
and compliance& L`is approac` also 
`elps businesses tracc ^or visibility$ 
oversight and risk assessment so they 
can better manage controversies 
t`at do occur& And c`oosing t`e 
most appropriate dispute resolution 
mec`anism È o`et`er itÌs epam 
management$ appeals management$ 
arbitration or litigation È alloos ^or 
^aster resolution so businesses can 
resume ^ocus on t`eir core mission&

S teps to tak e
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3|   G l o b a l  a p p r o a c h  
t o  m a n a g i n g  t a x  
c o n t r o v e r s y
Adopt a glob al appr oac h to m anaging 
tax c ontr ov er sy 2 An a oorld o^ increased 
information sharing among tax 
authorities, aggressive tax enforcement 
and associated reputational riscs$ 
maintaining a global perspective on all 
t`e burisdictions in o`ic` your business 
operates is critical& Amplementing a 
globally coordinated approac` en`ances 
your ability to manage and prioritire 
risc and could `elp mitigate t`e impact 
o^ controversy& Creating a global tap 
audit management ^rameoorc$ a global 
compliance plat^orm$ a tap controversy 
management reporting framework 
and macing use o^ pre-filing tools and 
economic modeling can bring clarity$ 
confidence and more certainty& A global 
approac` can deliver benefits across 
the enterprise: a reduced audit risk, 
greater control over audits involving 
sensitive issues, a proactive management 
of tax controversy and increased 
cnooledge-s`aring&

4|   D i g i t a l  t a x  
a d m i n i s t r a t i o n
Close t`e d igital tax ad m inistr ation 
readiness gap: With many governments 
reiuiring near real-time reporting and 
per^orming increasingly sop`isticated 
data analytics$ tap aut`orities are 
gaining global visibility& Businesses need 
to en`ance t`eir digital capabilities 
so they can meet the demands of this 
neo oorld o^ digital tap administration& 
Putting in place a neo digital operating 
model is an essential step& L`is means 
that businesses need to ensure 
they understand tax authority data 
requirements, can format source data 
^or local country reiuirements and `ave 
t`e appropriate tools to prepare digital 
tap submissions& Businesses s`ould also 
per^orm analytics on data be^ore filing 
and put in place a process ^or arc`iving 
digital files ^or audit purposes& Business 
s`ould consider developing a real-time 
compilation o^ data ^or audit de^ense 
and ot`er potential controversy$ as 
oell as a regional or global tap portal to 
monitor and tracc audits and collections&

S teps to tak e (continued)
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.|  P e o p l e / p r o c e s s e s /   
   t e c h n o l o g y

?et t`e most out o^ your people/
pr oc esses/ tec hnology 2 =stablis` clear 
^rameoorcs ^or tap internal control$ 
controversy management$ digital tap 
administration and communications& 
A^ some tap matters arenÌt directly 
managed by the tax function, be 
sure there is good coordination 
between the tax function and the 
business unit(s) `andling t`ose tap 
matters& =nsure your tap ^unction `as 
clear audit management processes 
and t`e appropriate tec`nology 
and so^toare tools to monitor your 
companyÌs global tap compliance and 
reporting obligations and can respond 
iuiccly to tap aut`ority demands ^or 
data (in particular$ neo digital data 
reiuirements)& =nsure t`at your 
documentation processes are BEPS-
compliant and meet t`e specific 
country tap sc`ema& Provide periodic 
briefings and management das`boards 
regarding t`e companyÌs tap riscs 
and controversies to the CEO and 
board$ as oell as ot`er business units 
(as appropriate)&

5|   A l t e r n a t i v e  d i s p u t e  
r e s o l u t i o n  ( A D R )  
Use alter nativ e d ispu te r esolu tion 
( A D R )  mec`anisms strategically2 
=valuate t`e various pre-filing 
tools (APAs$ pre-filing agreements$ 
cooperative compliance agreements) 
to determine if any might be an 
appropriate method for your company 
to reduce future risks and controversies, 
taking into account the costs and 
benefits suc` tools entail& Oorc to build 
better relations`ips oit` tap aut`orities 
(a good oorcing relations`ip oit` 
t`e tap aut`ority is a critical success 
^actor ^or any A<J processes)& Also 
evaluate t`e pros and cons o^ dispute 
resolution mec`anisms t`at are 
available i^ disputes cannot be avoided È 
including appeals$ litigation$ mediation$ 
arbitration and EAP& As cross-border 
tax disputes with tax authorities 
increase$ consider accessing EAP 
sooner to resolve potential tap disputes& 
<evelop a consistent p`ilosop`y o^ 
controversy: under what circumstances 
oill disputes be resolved$ litigated or 
ot`eroise `andled7
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The survey was conducted between January 2017 and 
>ebruary *()/& L`e survey oas distributed via email 
and conducted using an online tool in =nglis`$ Kpanis`$ 
C`inese and Bapanese3 1(� o^ respondents c`ose to 
complete t`e survey in =nglis`& Joutine reminders oere 
sent out to respondents o`o `ad not completed t`e 
survey& Once an adeiuate number o^ responses `ad been 
recorded$ t`e survey oas closed& Any survey oit` too-
thirds or more of the questions answered was considered 
complete ^or analysis purposes& L`e respondents included 
1() tap and finance epecutives representing more t`an 
)/ industry sectors in .1 countries& >igures contained 
in the report may not add to 100% due to rounding, non 
reporting o^ ÉdonÌt cnooÊ responses and no responses& 
Iuestions oit` ^eoer t`an five respondents are not 
reported in t`e interest o^ data confidentiality&

With the greater demands for transparency emerging as a key 
driver o^ risc$ t`e business o^ tap is undergoing a ^undamental 
global s`i^t& =arlier$ oe orote t`at tap compliance is t`e prism 
t`roug` o`ic` more transparency È or sunlig`t$ to use Bustice 
BrandeisÌs metap`or È is vieoed& <epending on t`e angle oit` 
o`ic` businesses vieo t`e prism$ t`e transparencyÌs lig`t bends 
and re^racts3 t`e optical density s`i^ts& L`is series strives to `elp 
all stace`olders vieo t`e rainboo in all its splendor&

L`e survey results discussed in t`is report demonstrate t`at 
businesses are adapting rapidly to t`ese neo realities& >rom 
reputational riscs to operational concerns$ tap risc `as become 
a prominent C-suite and board room issue& Leading companies 
are tacing steps to better manage t`ese riscs and stace`older 
reactions to t`em& L`ese steps include `aving a strategy ^or risc 
management$ being proactive in addressing reputational risc and 

tacing a global approac` to managing tap controversy& Closing t`e 
digital readiness gap$ macing use o^ alternative dispute resolution 
programs and investing in people$ processes and tec`nology also 
`elp businesses success^ully manage and mitigate tap riscs& Oe 
eppect$ based on t`e survey results$ t`at tap risc and controversy 
oill persist as an area o^ concern ^or some time$ so oe advise 
tacing action&

Our nept report oill tace a deeper looc at t`e riscs businesses 
report in responding to B=PK& L`e t`ird oill use survey results 
to epplore more deeply t`e emerging trends in tap controversy& 
>inally$ oeÌll epamine t`e best practices leading businesses are 
^ollooing to manage tap risc and t`rive&

Oe `ope you oill find t`e series insig`t^ul and illuminating&

S u r v ey  
m ethod ology

C onc lu sion
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