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Country-by-Country Return

A multinational enterprise group (“MNE Group”) is obligated to file a Country-by-Country Return
(“CbCR?”) for an accounting period where:

e jts consolidated group revenue for the preceding accounting period is at least EUR750
million (or HKD6.8 billion); and

e it has constituent entities or operations in two or more jurisdictions.

The following information of the MNE Group is required to be provided in the CbCR:

e Aggregate tax jurisdiction-wide information regarding the global allocation of the income,
the taxes paid, and certain indicators of economic activities such as number of employees,
stated capital, retained earnings and tangible assets for each jurisdiction in which the MNE
group operates.

e Alisting of all the constituent entities for which financial information is reported, including
the jurisdiction of incorporation, where different from the jurisdiction of tax residence, and
the nature of the main business activities carried out by each constituent entity.

The Hong Kong Inland Revenue Department (“IRD”) makes use of the CbCR information for the
following purposes:

1) High level transfer pricing risk assessment;
2) Assessment of Base Erosion and Profit Shifting (“BEPS”) risks [Note]; and
3) Economic and statistical analysis where appropriate.

Note: It refers to the high level assessment of tax risks that may result in the erosion of the tax base of a
Jurisdiction.

The deadline for filing a CbCR is 12 months after the end of the relevant accounting period.

Heavy penalties are provided in respect of matters such as failing to file CoCR and
providing misleading, false or inaccurate information in CbCR.
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Country-by-Country Notification

One of the Hong Kong entity of a reportable group (i.e. a MNE Group which is required to
submit CbCR) is required to make a notification containing information relevant for determining
the obligation for filing a CbCR within 3 months after the end of the relevant accounting period.

For a reportable group which has more than one Hong Kong entity, a Hong Kong entity within
the reportable group is not required to make a CbC natification if:

1) itis not the entity which is to file a CbCR; and
2) another Hong Kong entity within the reportable group has already filed the CbC notification.

In practice, the IRD will send a filing notice to an entity which has made a CbC notification or
any other entity which is considered to be obliged to file a CbCR.

Failing to submit the CbC notification is liable on conviction to a fine up to HKD 50,000.

What we can do

Our Crowe’s experienced tax team in
Hong Kong can assist your group to
prepare its CbC notification and CbCR in
an efficient and compliant manner. We
have participated in various tax defense
cases where the IRD challenged the
non-compliance of the Hong Kong entity
related to CbC reporting/notification
matter. Through our negotiations with
the tax authority, the penalties imposed
on our clients are eliminated/minimized.

If you are interested in our CbC reporting services, please feel free to contact our tax
partner Cyrus Chow by email to cyrus.chow@crowe.hk or at +852 2894 6835 for

enquiry.
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Crowe Global is ranked among the top 10 global accounting networks
comprising 200 independent accounting and advisory services firms
with over 790 offices in 140 countries around the world. Crowe Global’s
member firms are committed to impeccable quality service, highly
integrated service delivery processes and a common set of core values
that guide our decisions daily. Each firm is well-established as a leader
in its national business community and is staffed by nationals, thereby
providing a knowledge of local laws and customs which is important

to clients undertaking new ventures or expanding into other countries.
Crowe Global’s member are known for their personal service to
privately and publicly held businesses in all sectors and have built an
international reputation in the areas of audit, tax and advisory services.

Information can be obtained at: www.croweglobal.org
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