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Documentation 

Base Erosion and Profit Shifting (BEPS) 
 
The project known as BEPS (Base Erosion and Profit Shifting), which is run jointly by the OECD and 

the G20, aims to combat erosion of the tax base and profit shifting to jurisdictions with low or no tax. In 

particular, the interactions between different national tax legislations should no longer allow taxpayers 

to benefit from double non-taxation. 

The repercussions of the debt and financial crisis and a few, extensively discussed cases of certain 

multinationals' aggressive tax optimisation practices were among the triggers for this project. 

BEPS marks a historical turning point in terms of international tax cooperation. Indeed, the current 

international tax rules were developed during the last century within the framework of the League of 

Nations and have undergone only minor amendments since then. Moreover, the project's scope is 

unprecedented: its aim is to update all international tax rules taken as a whole. 

Timeline 

- 13 February 2013: publication of report on "Addressing Base Erosion and Profit Shifting" by 

OECD 

- 19 July 2013: publication of "Action plan on Base erosion and Profit Shifting", containing 15 

actions, by OECD 

- September 2013: start of technical work for all actions 

- 25-26 June 2014: approval of initial project results by Committee on Fiscal Affairs 

- September 2014: publication of first set of project results, accompanied by explanatory 

declaration 

- 20-21 September 2014: communication of initial project results to G20 finance ministers 

- September 2015: planned publication of second set of project results 

- December 2015: planned publication of third and final set of project results 

Organisation 

More than 60 states, all of the OECD and G20 member states, as well as some states that are 

members of neither the OECD nor the G201, are participating in the BEPS project on an equal footing.  

The BEPS project is entirely run within the OECD, under the leadership of the Committee on Fiscal 

Affairs. The work is divided between different working parties and groups, which are supported by the 

OECD secretariat. Switzerland participates actively in all of the working parties and defends its 

interests in them.  

 

                                                      
1 OECD: Australia, Austria, Belgium, Canada, Chile, Czech Republic, Denmark, Estonia, Finland, France, 

Germany, Greece, Hungary, Iceland, Ireland, Israel, Italy, Japan, Luxemburg, Mexico, Netherlands, New-Zealand, 

Norway, Poland, Portugal, Slovakia, Slovenia, South Korea, Spain, Sweden, Turkey, United Kingdom, United 

States of America. G20: Argentina, Brazil, China, India, Indonesia, Russia, Saudi Arabia, South Africa. Other 

States: Albania, Azerbaijan, Bangladesh, Columbia, Costa Rica, Croatia, Georgia, Jamaica, Kenya, Latvia, 

Lithuania, Malaysia, Morocco, Nigeria, Peru, Philippines, Senegal, Singapore, Tunisia, Vietnam. 
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Implications for Switzerland 

- The BEPS project is not focused on a specific country or group of countries; it applies to all 

participating countries. It thus provides a unique opportunity to create a level playing field for 

everyone in terms of corporate taxation. 

- The new rules should benefit countries which prioritise economic substance and value creation. 

By combining this approach with favourable taxation, Switzerland has numerous assets for 

maintaining its tax competitiveness. 

- Finding coordinated solutions among countries to combat abusive situations should make it 

possible to prevent the proliferation of unilateral defensive rules which could lead to numerous 

cases of double taxation. 

- Internally, Switzerland's third series of corporate tax reforms takes account of the developments 

associated with the BEPS project. 

 

Table: Organisation of the BEPS project within the OECD 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Initial results of the BEPS project 

The initial results of the BEPS project concerning the following items will be published by the OECD in 

September 2014. Work objectives and trends: 

- Tax challenges of the digital economy (action 1) 

Objective: identify the main difficulties that the digital economy poses for the application of 

existing international tax rules given that they have been unable to keep up with the rapid 

evolution of this new economy. Some states fear that their tax interests will be adversely affected 

(for example, that the sale of entirely digital goods will escape taxation). 

  No introduction of rules specifically for the digital economy in the short term. Continuation of 

work in order to determine the need to introduce them or not. 

 

- Hybrid mismatch arrangements (action 2) 

Objective: neutralise the effects of these instruments. Hybrid mismatch arrangements are legal 

constructs that can be used to reduce the tax burden of taxpayers based on the lack of 
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coordination between the tax legislation of the different countries concerned (for instance, by 

obtaining a deduction in one country without corresponding taxable income in another country). 

  Introduction of complex and mechanical domestic law provisions with a view to eliminating 

the use of hybrid mismatch arrangements. 

 

- Harmful tax practices (action 5) 

Objective: continue the work on harmful tax practices by improving transparency. The OECD is 

continuing its review of all preferential tax regimes granted to companies by its member states in 

order to determine if they are harmful tax practices. Six Swiss regimes, among others, are being 

examined. Existing IP box regimes (tax regimes that allow preferential taxation for income from 

intangible assets) in certain member states are also being reviewed and discussions are being 

held to determine under what conditions such regimes would be acceptable. Finally, rulings (i.e. 

prior agreements between tax authorities and a taxpayer that make provision for a certain tax 

regime in a given situation) related to preferential tax regimes should be exchanged 

spontaneously between tax authorities. 

  IP box: search for conditions that ensure an IP box respects a certain degree of economic 

substance. Meanwhile, suspension of the examination of tax regimes which is under way, 

including the criticised Swiss regimes. 

Establishment of a legal framework for the spontaneous exchange of rulings. 

 

- Treaty abuse (action 6)  

Objective: prevent the abuse of treaties, which have to eliminate double taxation effectively 

without giving rise to double non-taxation. 

  Minimum standards to be respected for tax treaties. 

 

- Abusive transfer pricing practices (action 8) 

Objective: respond to the difficulties posed by intangibles in terms of transfer pricing. The high 

mobility of intangibles can enable multinationals to artificially transfer profits from a high-tax 

country to lower-tax countries. 

  Modification of the current transfer pricing rules to ensure the mobility of capital is better 

taken into account. 

 

- Transfer pricing documentation (action 13) 

Objective: enhance the transparency of transfer pricing documentation. Taxation in a given 

country of a company that is part of a multinational requires certain targeted information, 

particularly on the activities carried out and the profits generated abroad. This information is 

necessary primarily to check that a company is not artificially shifting profits to jurisdictions with 

lower taxes.  

  Standardisation of the documentation requirements, e.g. by drawing up a summery table that 

gives an overview of multinationals' tax situation country by country. 

 

- Swift implementation of the measures (action 15) 

Objective: determine the feasibility of a multilateral instrument that simultaneously revises the 

entire network of tax treaties. Such an instrument would allow for the swift amendment of existing 

treaties in line with the changes decided. 

  Just like in other areas of international law, a multilateral instrument designed to implement 

changes would appear to be feasible in terms of international tax law. 

 

Link to the BEPS action plan: http://www.oecd.org/ctp/BEPSActionPlan.pdf 
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