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As the deadline for filing Brazil’s country-by-country report
(CbCR) approaches, the United States and Brazil have not yet
entered into a competent authority agreement (CAA) on CbCR
automatic exchange. If the United States and Brazil have not
entered into such a CAA before 31 July 2017, US multinational
enterprises (MNEs) that meet Brazil’'s CbCR secondary filing
requirements will need to either file the CbCR in Brazil by 31
July 2017 or choose a surrogate parent entity that has a CbCR
exchange relationship with Brazil to file their 2016 CbCR.

IRS Large Business and International Division Commissioner
Douglas O'Donnell told attendees at the Pacific Rim Tax
Institute on 9 March that the IRS will work to conclude the
CAAs in a timely manner, and that concluding the CAAs was a
priority for the IRS. He also remarked that model agreements
were currently being negotiated among treaty and tax
information exchange agreement (TIEA) partners, and that the
platform for effecting the automatic exchange of CbCR is
largely in place from a data processing perspective.

In the event that the US-Brazil CAA for CbC exchange is not
concluded before 31 July 2017, taxpayers may choose a
surrogate parent entity in a jurisdiction that has signed the
OECD multilateral CAA on CbC exchange, because Brazil is also
a signatory of the multilateral CAA. The OECD maintains a full
as of 26 January
2017, but care should be taken when selecting a surrogate to


http://www.oecd.org/tax/automatic-exchange/about-automatic-exchange/CbC-MCAA-Signatories.pdf
http://www2.deloitte.com/us/en.html

ensure that the jurisdiction allows entities in that jurisdiction
to serve as the surrogate reporting entity. Canada, Ireland,
and the United Kingdom are among the countries that have
signed the OECD CbC MCAA and have also indicated that an
entity resident in their jurisdiction may serve as a surrogate
reporting entity.

In terms of CbCR notifications, the Brazilian subsidiary of a US
MNE should notify, on its annual income tax return (Form
W100), that either the US parent will file the CbCR, or that the
US MNE will use a surrogate parent (“substitute” parent, as
used in Brazil’'s law) in the event that a US-Brazil CAA has not
been executed as of 31 July 2017. There is no requirement to
file locally in Brazil, as long as the Brazilian constituent entity
correctly notifies the Brazilian tax authorities and files the
CbCR in either the parent’s jurisdiction or that of the surrogate
parent. Thus, so long as the reporting entity’s jurisdiction and
Brazil have a multilateral or bilateral CAA in effect by 31 July
2017, proper notification on Form W100 should also preclude
imposition of the 3 percent penalty® that may apply in Brazil.

Considerations for year-end mismatch between
reporting entities and other constituent entities

In Brazil, the fiscal year is the calendar year -- 1 January to 31
December. Therefore, for US MNEs that have non-calendar
taxable years, there will be a mismatch between the
fiscal/taxable year-end of the reporting entity and that of the
Brazilian constituent entities. The first effective reporting
period to which the CbC reporting requirement applies is
defined by reference to the US parent’s taxable year-end. For
example, if a US MNE has a 30 November fiscal and taxable
year end, the first fiscal year to which Brazilian CbC reporting
rules would apply would be the fiscal year that began on 1
December 2016 and ends on 30 November 2017 (that is, the
fiscal year of the reporting entity), even though the Brazilian
subsidiary has a fiscal year that began on 1 January 2016.
Note, however, that the Brazilian subsidiary must still meet
Brazil’s notification requirements for its fiscal year ended 31
December 2016.

In terms of period covered by the CbCR, under the US
regulations and OECD guidance, the reporting entity (e.g., US
ultimate parent entity) may choose to report information for
the Brazilian subsidiary for either (1) the annual period ending
with or within the reporting period of the US parent (i.e., 1
January 2016 to 31 December 2016) or (2) the same reporting
period as that of the US parent (i.e., 1 December 2016 to 30
November 2017). The choice should be applied consistently at
the jurisdiction level.

Although there is no corresponding rule in Brazil’s CbC rules,
which generally provide that the reporting period is the 12-
month period from 1 January to 31 December, the OECD
multilateral CAA and model bilateral CAA both provide that
after consultation between the two competent authorities, the
reporting entity’s jurisdiction is responsible for enforcement
using its domestic laws. Thus, as long as the reporting entity
follows the rules in its jurisdiction, Brazil’s tax authority should

1 Monthly fixed penalties for failure to file (depending on the corporate income tax regime elected) that range from BRL 500 to BRL 1,500, as well
as up to 3 percent of the value of commercial or financial operations disclosed for inexact, incomplete, or omitted information. The amount to
which the 3 percent penalty would be applied is subject to interpretation. The worst-case scenario would be if Brazil imposed the 3 percent penalty
on the MNE group’s annual revenue.



respect the reporting entity’s decision. As part of the CbCR
notification process, the Brazilian subsidiary should note the
US (or other non-Brazilian ultimate) parent’s fiscal year on
Form W100, which covers the Brazilian subsidiary’s 2016 fiscal
year (1 January 2016 to 31 December 2016).

The same process would apply to other instances of fiscal
year-end mismatches between the reporting entity and other
constituent entities, when CbCR rules in the reporting entity’s
jurisdiction do not contradict the revised OECD guidelines with
respect to limiting the reporting entity’s discretion, and if there
is a competent authority agreement in effect between the
reporting entity’s jurisdiction and the jurisdiction of the other
constituent entities.

Contacts

David Varley (Washington DC)

Kaidi Liu (Washington DC)

Carlos Ayub (Sao Paulo)

Marcelo Natale (Sao Paulo)

Useful links

Resources

e 2016 Global Transfer Pricing Country Guide
e Arm’s length standard
¢ Transfer pricing alerts

Get Connected

Deloitte tax@hand
Join Dbriefs

Follow @Deloitte Tax

www.deloitte.com/tax

Back to top



mailto:dvarley@deloitte.com
mailto:kaliu@deloitte.com
mailto:carlosayub@deloitte.com
mailto:mnatale@deloitte.com
https://www2.deloitte.com/us/en/pages/tax/articles/global-transfer-pricing-country-guide.html
http://www2.deloitte.com/global/en/pages/tax/articles/arms-length-standard.html
http://www2.deloitte.com/global/en/pages/tax/articles/global-transfer-pricing-alerts.html
http://www2.deloitte.com/us/en/pages/tax/articles/deloitte-tax-at-hand-mobile-app.html
https://www2.deloitte.com/global/en/pages/about-deloitte/articles/dbriefs-webcasts.html
http://www.twitter.com/deloittetax
http://www.deloitte.com/tax

Q00R@R000O

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private
company limited by guarantee (“DTTL"), its network of member firms, and their
related entities. DTTL and each of its member firms are legally separate and
independent entities. DTTL (also referred to as “Deloitte Global™”) does not provide
services to clients. Please see www.deloitte.com/about to learn more about our
global network of member firms.

Deloitte provides audit, consulting, financial advisory, risk advisory, tax and related
services to public and private clients spanning multiple industries. Deloitte serves
four out of five Fortune Global 500®companies through a globally connected
network of member firms in more than 150 countries and territories bringing world-
class capabilities, insights, and high-quality service to address clients” most
complex business challenges. To learn more about how Deloitte’s approximately
245,000 professionals make an impact that matters, please connect with us on
Facebook, LinkedIn, or Twitter.

© 2017. For information, contact Deloitte Touche Tohmatsu Limited.

30 Rockefeller Plaza
New York, NY 10112-0015
United States

%) varmmcs  Official Professional Services Sponsor

(@

Professional Services means audit, tax, consulting, and advisory.

Copyright © 2016 Deloitte Development LLC. All rights reserved.
36 USC 220506

To no longer receive emails about this topic please send a return email to the sender with the word
“Unsubscribe” in the subject line.


http://www.deloitte.com/about
https://www.facebook.com/deloitte?_rdr=p
https://www.linkedin.com/company/deloitte
https://twitter.com/deloitte
https://www.facebook.com/DeloitteUniversity
https://www.twitter.com/deloitteus
https://www.youtube.com/user/DeloitteLLP
https://www.linkedin.com/company/1038
https://plus.google.com/u/0/104849850806896094551/posts
http://www.glassdoor.com/Overview/Working-at-Deloitte-EI_IE2763.11,19.htm
https://www.instagram.com/lifeatdeloitteus/

	Status of US-Brazil bilateral Competent Authority agreement on automatic exchange of country-by-country report 
	Global Transfer Pricing Alert 2017-013

	Useful links

