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JAPAN: Ministry of Finance to reform taxation in accordance with 
BEPS 
Guidance on Transfer Pricing Documentation and Country-by-Country Reporting 
 

 
On September 16, 2014, the OECD released recommendations 
for a coordinated international approach to combat tax avoidance by multinational 
enterprises (MNEs) under the OECD/ G20 Base Erosion and Profit Shifting Project 
(“BEPS Project”), which looks at whether and why MNEs’ taxable profits are being 
allocated to low or no-tax locations with little or no economic activity, resulting in little 
or no corporate tax being paid. The project also proposes action plans to identify a 
series of domestic and international actions to address the problem and sets 
timelines for implementation. The first recommendations address seven actions. One 
of them is “Guidance on Transfer Pricing Documentation and Country-by- Country 
Reporting (Action 13),” which would largely affect tax administration of MNEs. MNEs 
would be required to prepare (a) “Master Files” for information regarding global 
business operations and transfer pricing policies, (b) “Local Files” for relevant related 
party transactions, and (c) Country-by-country Reports,” which require MNEs to 
report – annually and for each tax jurisdiction in which they do business – their 
revenue, net profit, income tax, total employment, capital, tangible assets and 
business activities of each entity. 
 
In this connection, Japan’s Ministry of Finance intends to modify the tax laws in 2016 
to reflect the recommendation. The tax reform would affect MNE administration. 
Japanese MNEs already have a Local File equivalent. However, Master Files and 
Countryby- country Reports would likely be new. MNEs would need to gather and 
update information regarding overseas operations every year. Therefore, each 
subsidiary/ affiliate or each branch of Japanese MNEs in every country would be 
required to report tax information regularly to their HQ in Japan. In addition, 
subsidiaries or branches in Japan of non-Japanese MNEs might be required to 
provide the same information to the Japanese Tax Authority.  
 
Since other countries (at least members of OECD/G20) would require MNEs to 
provide the above three documents, all MNEs should investigate the policy and 
practice of tax authorities in every country where the MNE has a subsidiary/affiliate 
company or branch. 
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About Ecovis 

Ecovis is a leading global consulting firm with its origins in Continental Europe. It has over 4,500 staff operating in 40 

countries. Its consulting focus and core competencies lie in the areas of tax consultation, auditing, legal advice and 

accounting and management consulting services. The particular strength of Ecovis is the combination of personal 

advice at a local level with the general expertise of an international and interdisciplinary network of professionals. 

Every Ecovis office can rely on qualified specialists in its back offices as well as on the specific industrial or national 

know-how of all the Ecovis experts worldwide. This diversified expertise  provides clients with effective support, 

especially in the fields of international transactions and investments - from preparation in the client's native country to 

support in the target country. In its consulting work Ecovis concentrates mainly on mid-sized firms. Both nationally and 

internationally- from preparation in the client`s native country to support in the target country. In its consulting work 

Ecovis concentrates mainly on mid sized firms. Both nationally and internationally, its one-stop-shop concept ensures 

all-round support in legal, fiscal, managerial and administrative issues. 

 
The name Ecovis, a combination of the terms economy and vision, express both its international character and its focus on the 
future and growth. 
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