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In brief 

The Luxembourg Government on August 2, 2016, lodged a draft law introducing country-by-country 

(CbC) reporting obligations for Luxembourg entities that are part of a Multinational Enterprise Group 

(MNE Group). CbC obligations constitute one element of the new three-tiered standardized approach to 

transfer pricing documentation introduced by Action 13 of the OECD/G20 Base Erosion and Profit 

Shifting (BEPS) Project.  

The draft law would enact Council Directive (EU) 2016/881 of May 25, 2016, regarding mandatory, 

automatic exchange of information in the field of taxation in Luxembourg law. If the law is adopted, 

Luxembourg CbC obligations will require Luxembourg ultimate parent entities, if part of an MNE Group 

whose total consolidated group revenue (chiffre d'affaires total consolidé) exceeds EUR 750 million, to 

file a CbC report with the Luxembourg tax authorities. 

 

In detail 

The Luxembourg CbC reporting 
obligations are drafted closely in 
line with the recommendations 
included in Action 13 of the 
BEPS Project on transfer pricing 
documentation and with 
Council Directive (EU) 
2016/881 regarding the 
mandatory, automatic exchange 
of information in the field of 
taxation. However, there are 
two additions regarding 
penalties and regarding when 
the secondary mechanism 
applies. 

Scope 

Under the draft tax law, a 
Luxembourg tax-resident entity 
that:  

 is the ultimate parent entity 

of an MNE Group with 

consolidated group revenue 

(chiffre d'affaires total 

consolidé) of EUR 750 

million or more in the 

preceding fiscal year, and 

 is preparing consolidated 

financial statements, or 

which would be required to 

do so if its equity interests 

were traded on a public 

securities exchange, 

must file a CbC report with the 
Luxembourg tax authorities.  

Luxembourg tax-resident 
entities also could be appointed 
as substitutes for the non-
Luxembourg ultimate parent 
entity of the MNE Group to file 
the CbC report in Luxembourg 
on behalf of such MNE Group 
(i.e., the ‘surrogate parent 
entity’). In addition, a 
Luxembourg tax-resident entity 
that is not the ultimate parent 
entity of an MNE Group also 
falls within the Luxembourg 
CbC reporting obligations (i.e., 
the ‘secondary mechanism’) if 
one of the following criteria is 
satisfied: 
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 the non-Luxembourg ultimate 

parent entity of the MNE Group is 

not obliged to file a CbC report in 

its jurisdiction of tax residence; or 

 the non-Luxembourg ultimate 

parent entity of the MNE Group is 

obliged to submit the CbC report 

and there is an agreement with 

Luxembourg in effect that allows 

automatic exchange of CbC 

reports, but such automatic 

exchange has been suspended or 

there is a persistent failure to 

automatically exchange CbC 

reports. 

It should be noted that neither special 
industry exemptions nor a general 
exemption for investment funds is 
envisioned. 

CBC report content 

The information to be included in the 
CbC report is the following (divided 
into three tables): 

 Table 1 – Overview of allocation of 

income, taxes, and business 

activities by tax jurisdiction: 

revenues, profit before income tax, 

income tax paid, income tax 

accrued, stated capital, 

accumulated earnings, number of 

employees, tangible assets other 

than cash, and cash equivalents; 

 Table 2 – List of all group entities 

of the MNE Group included in each 

aggregation per tax jurisdiction 

with indication of main business 

activities; and 

 Table 3 – Additional information. 

Timing and secondary 

adjustment 

The first reporting fiscal year for 
Luxembourg reporting entities is the 
fiscal year commencing on or after 
January 1, 2016, including for 

reporting under the secondary 
mechanism. 

Luxembourg did not implement the 
option included in the aforementioned 
Directive to delay by one year the 
application of the CbC reporting 
obligation when the secondary 
mechanism applies. 

The deadline for submitting the 
annual CbC report is within 12 months 
of the last day of the reporting fiscal 
year. For example, for Luxembourg 
entities with a fiscal year ending 
March 31, the first reporting fiscal 
year is the fiscal year ending March 
31, 2017, and the deadline for 
submitting the CbC report is April 1, 
2018 (to the extent that the MNE 
Group exceeded the EUR 750 million 
threshold in the fiscal year ending 
March 31, 2016). 

Penalties 

Penalties of up to EUR 250 thousand 
apply for failing to file the CbC report 
or for late filing, as well as for 
providing incomplete or incorrect 
information in the CbC report. 
Penalties also apply if the 
Luxembourg reporting entity does not 
comply with the other specific 
requirements set in the draft law (e.g., 
notification requirements). There are 
no details provided as to when a 
penalty would apply (for example, 
details as to what constitutes incorrect 
information), nor are there any details 
on how to determine the level of 
actual penalty. The aforementioned 
Directive did not indicate the amount 
of penalties for non-compliance with 
CbC reporting obligations and, 
accordingly, Member States were left 
free to choose the applicable amount 
in their domestic implementation. 

Automatic exchange 

The CbC reports are automatically 
exchanged by the Luxembourg tax 
authorities with the relevant 
jurisdictions within 15 months of the 

last day of the reporting fiscal year (18 
months for the first reporting fiscal 
year). According to the draft law, a 
Luxembourg grand-ducal regulation 
will be published with a list of the 
jurisdictions with which Luxembourg 
will exchange CbC reports under the 
Multilateral Convention on 
Administrative Assistance in Tax 
Matters. 

The takeaway 

Luxembourg reporting entities should 
prepare their CbC reports carefully. 
Also, as pointed out in the draft law, 
CbC reports will be used by the 
relevant tax authorities to assess high-
level transfer pricing risks and other 
BEPS-related risks. 

CbC reporting obligations also 
represent a great challenge for 
taxpayers and tax authorities as their 
application is still unclear in certain 
situations (e.g., investment funds and 
undefined terms in the CbC report). 
Penalties for non-compliance with 
Luxembourg CbC reporting 
obligations may be significant (even 
though it is not clear how these 
penalties will be assessed).  

Within this framework, particular 
attention should be paid to the 
application of the secondary 
mechanism, which may impose CbC 
reporting obligations to a Luxembourg 
group entity that is not the ultimate 
parent entity of the MNE Group to 
which it belongs. 
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