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Country by country reporting (CBCR) provisions in the Capital Requirements Directive 4 (CRD4)
Who is likely to be affected?

The country by country reporting requirements in CRD4 apply to financial institutions only, ranging from very large multi-national banks to very small investment firms. 

General description of the measure

CRD4 requires financial institutions to disclose the following information on a country by country basis on 1 July 2014: name(s); nature of activities; geographical location; turnover; 

and number of employees on a full time equivalent basis. Global systemically important institutions (G-SIIs) will also be required to disclose to the European Commission their pre-tax profit or loss, their taxes paid and any public subsidies received. Furthermore, subject to the Commission’s impact assessment, all firms will be required to disclose the latter items from 2015 onwards.
Policy objective

Recital 52 of CRD4 sets out the purpose of the CBCR provisions: “increased transparency regarding the activities of institutions, and in particular regarding profits made, taxes paid and subsidies received, is essential for regaining the trust of citizens of the Union in the financial sector.”

The UK Government is required to implement the CBCR rules in CRD4 and aims to do this through domestic legislation that meets the aims of the EU provision in a proportionate way, whilst also being consistent with the approach adopted by other countries and other tax transparency initiatives. 

The UK Government is committed to greater transparency whilst ensuring that the requirements on business are proportionate and do not have distortive effects. Transparency was at the heart of this year's UK Presidency of the G8, with the agenda based around the “3Ts” Trade, Tax and Transparency.  Wider international support was secured at the G20’s St. Petersburg Summit
Background to the measure

The European Council adopted CRD4 on 20 June 2013 and the CRD4 package was published in the Official Journal of the EU (OJEU) on 27 June 2013.  Prior to publication of the draft legislation HM Treasury ran a public consultation for 4 weeks from 20 September 2013.
Detailed proposal

Operative date
The deadline for transposing CRD4 into Member State domestic law is 31 December

2013.  The legislation is intended to apply from 1 January 2014.
The first deadline for reporting purposes will be six months after the date of application, i.e., 1 July 2014. This applies both to the publication of the institutions name, nature of activities, geographical location, turnover and number of employees and, for relevant G-SIIs, to the submission of details on profit or loss before tax, tax on profit or loss and public subsidies received to the Commission. For 2015 and beyond no publication deadlines are specified in the directive.
Current law 

There is no current law in the UK which requires credit institutions and investment firms to disclose the following information on a country by country basis.

Proposed revisions

The Government intends to use the powers conferred by section 2(2) of the European Communities Act 1972 to make this legislation.
Summary of impacts

	Exchequer impact (£m)
	2013-14
	2014-15
	2015-16
	2016-17
	2017-18

	
	nil
	nil
	nil
	nil
	nil

	
	This measure is not expected to have an Exchequer impact.

	Economic impact
	The CBCR requirements concern reporting arrangements, not tax or policy. Therefore, the measure is not expected to have any significant economic impacts.

	Impact on individuals and households 
	There is no impact on individuals or households because the reporting requirements only apply to institutions within scope of Article 89 of CRD4 (i.e. credit institutions and investment firms).

	Equalities impacts
	There are no equality impacts because the reporting requirements only apply to institutions within scope of Article 89 of CRD4 (i.e. credit institutions and investment firms).


	Impact on business including civil society organisations
	We estimate that transposing the Capital Requirements Directive 4 (CRD4) into UK law will generate ongoing administrative costs for businesses within the remit of the Directive. The amounts shown below are estimate of the maximum total costs for those businesses.

The one-off costs include familiarisation with the new requirements and training. The ongoing costs for business take account of the new reporting requirements and include the need to collect the relevant information, carry out internal discussions and the necessary calculations, check, present and report the figures, and provide any additional written commentary.

One-off costs are estimated as negligible, with annual costs to businesses affected by the measure of £3.0 - £5.0m.

	
	
	Cost
	Time Period (yrs)

	
	Compliance Costs

	
	One-off Costs
	Negligible
	N/A

	
	Average Annual Costs
	£3.0 - £5.0 m
	5 years

	
	Total Costs (PV)
	£14.0 – £23.0 m
	N/A

	
	Compliance Benefits

	
	One-off Benefit
	N/A
	N/A

	
	Average Annual Benefit
	N/A
	N/A

	
	Total Benefit (PV)
	N/A
	N/A

	
	Net Benefit (NPV)
	- £14.0 – £23.0 m
	N/A

	
	Impact on Administrative Burden (included in Net Benefit)

	
	Increase
	Decrease
	Net Impact

	
	£3.0 - £5.0 m
	£0.0 m
	£3.0 - £5.0 m

	Operational impact (£m) (HMRC or other)
	We are proposing that the information required under this directive will be reported to HMRC in addition to the Commission. This will be used for risk assessment purposes and have negligible impact on HMRC.

	Other impacts
	Other impacts have been considered and none have been identified.




Monitoring and evaluation

The European Commission will conduct a general assessment as regards potential negative economic consequences of the public disclosure of the information required, including the impact on competitiveness, investment and credit availability and the stability of the financial system. The Commission will submit its report to the European Parliament and to the Council by 31 December 2014.
Further advice

If you have any questions about this change, please contact Jane Cleaver on 0207 270 6162 (jane.cleaver@hmtreasury.gsi.gov.uk) or Ali Uppal on 0207 270 1609 (ali.uppal@hmtreasury.gsi.gov.uk).
Declaration

David Gauke MP, Exchequer Secretary to the Treasury has read this Tax Information and Impact Note and is satisfied that, given the available evidence, it represents a reasonable view of the likely costs, benefits and impacts of the measure.

UNCLASSIFIED
UNCLASSIFIED
	UNCLASSIFIED
Tax information and Impact Note
	
	November 2013



