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BEPS PLAN AS A KEY MECHANISM OF INTERGOVERNMENTAL
TAX COOPERATION — INTERNATIONAL PROGRESS
AND IMPLEMENTATION STATUS IN UKRAINE

This article examines intergovernmental cooperation within the framework of the Base Erosion and Profit Shifting
(BEPS) Action Plan, developed by the Organisation for Economic Co-operation and Development (OECD) at the initiative
of the G20 countries. The relevance of implementing and studying this mechanism is driven by the issues of tax base
erosion and profit shifting, carried out by individuals, legal entities, and large multinational corporations, leading to
significant annual tax revenue losses, according to the OECD data. The study explores tools to combat this phenomenon.

The analysis also focuses on Ukraine’s steps in implementing reforms aimed at joining global efforts to combat tax
evasion. The research highlights the challenges facing Ukraine in aligning its tax system with international standards and
describes legislative measures taken to counter BEPS. Special attention is given to the adoption of the Multilateral
Instrument (MLI) and amendments to Ukraine’s Tax Legislation as key steps towards achieving tax transparency and

preventing profit shifting.

Furthermore, the study underscores the importance of further research in this field, emphasizing the expansion of
international cooperation on tax matters. In the context of Ukraine’s implementation of tax reforms, there is a need for
further scholarly exploration to assess policy effectiveness and develop future reforms.

The author emphasizes that comprehensive research on the BEPS phenomenon and the implementation of relevant
measures are crucial for Ukraine’s integration into the global tax administration system, which is also necessary in terms
of Ukraine’s aspirations to join the EU. The author calls for continuous scholarly work to support reforms, promote
transparency, and prevent tax evasion both domestically and internationally.

Key words: combating tax base erosion, BEPS plan, OECD, controlled foreign companies, MLI.

Problem setting. Taxes constitute a complex legal
and social institution. They directly reflect the level of
cultural, economic, and political development within a
society. Furthermore, taxes wield significant reciprocal
influence over a state’s political and economic stability
and power. The efficacy of tax payment procedures
profoundly impacts various aspects of a country’s well-
being.

Throughout history, taxpayers have sought to evade
tax obligations, notably through aggressive tax planning,
leading to substantial losses for states. According to
analysts and the OECD, annually, the European Union
loses approximately 60 billion euros in corporate income
tax revenue due to capital flight to offshore jurisdictions.
The United States loses roughly $135 billion annually.
From Ukraine alone, an estimated $150 billion has been
diverted since 1991 [1]. Utilization of offshore entities
results in an annual loss of 200-300 billion hryvnias for
Ukraine, roughly a third of its budget. These factual
observations underpin the crux of this study.

Unwilling to accept such substantial losses,
developed nations have opted to actively combat
aggressive tax planning through intergovernmental
cooperation — a primary avenue for addressing the issue,
which forms the focus of this article. The practical
significance of this research lies in its exploration of
revolutionary changes in tax cooperation, notably the
Base Erosion and Profit Shifting (BEPS) Plan.

Analysis of recent researches and publications.
The BEPS Plan remains largely unexplored in scientific
literature, as the reforms are currently being formulated
and implemented. Existing scholarly works tend to focus
on specific aspects of the topic. Notably, the book by Yo
Ota and Tsuyoshi Ito, «BEPS and Global Business
Activities» stands out as a foundational work [2].
Published in November 2017, it is the fourth book on tax
law from the Institute of Progressive Legal Studies at the
Graduate School of Law and Politics, Tokyo University.
This work comprehensively analyzes themes from the
OECD/G20 BEPS Project Final Report.
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Also deserving attention is the book by Richard
Collier and Joseph Andrus, «Transfer Pricing and the
Arm’s Length Principle Post-BEPS» [3]. This is the first
book to provide a comprehensive analysis and critique
of transfer pricing rules based on the arm’s length
principle post-BEPS Project.

The primary sources for this study were OECD
publications [4,5,6], as the organization is a driving force
behind the advancement of current tax cooperation. In
light of the above, it can be argued that the topic of this
study is underexplored in its entirety and warrants
further investigation and the development of scholarly
thought to facilitate its proper implementation,
particularly concerning Ukraine’s commitments to
undertake tax reforms.

Purpose of the research is to analyze the issues of
tax base erosion and profit shifting, intergovernmental
cooperation within the framework of the BEPS Action
Plan and its mechanisms, and Ukraine’s efforts in
implementing reforms to join global efforts in combating
tax evasion. Additionally, the article aims to develop
recommendations for the Ukrainian government on
further enhancements and implementation of these
policies.

Article’s main body. Against the backdrop of
economic globalization, national tax legislation does not
always evolve adequately to address emerging
challenges resulting from the complexities of
transnational corporation activities, capital flows, and
the active development of the digital economy. These
factors create conditions for tax avoidance, primarily by
large international companies, undermining the
universality and fairness of existing tax systems. One of
the main instruments used by multinational corporations
to avoid taxation without formally violating current
legislation is the so-called Base Erosion and Profit
Shifting — a set of tax planning strategies that allow
companies to declare their profits for taxation in
jurisdictions where no economic activity contributing to
profit generation takes place, and where tax rates are
relatively low (or zero). The urgency of the BEPS
problem is confirmed by a number of studies. According
to OECD data, the minimum losses from base erosion
and profit shifting range from 4 to 10% of global
corporate income tax revenues, equivalent to $100 to
$240 billion annually [7].

In these circumstances, for the first time in the
history of international tax cooperation, efforts of two
institutions — the OECD and the «Group of Twenty» —
were combined to address the problem of base erosion
and profit shifting. This allowed for the involvement of
all countries, both developed and developing, which are
members of these institutions, as well as a significant
number of non-member partner countries. As a result,
more than a hundred countries became participants in

the BEPS Project or Plan. It aims to provide countries
worldwide with an effective tool for taxing profits
generated from economic activities conducted within
their jurisdictions, while enhancing predictability,
transparency, and universality of the international tax
environment for businesses.

The BEPS Project was developed within the OECD
with active support from the G20 countries. It focuses
on situations of so-called «double non-taxation» and
schemes for artificial shifting of taxable profits from
jurisdictions where such income is actually generated to
other jurisdictions, again, leading to zero or low taxation
[6].

Such situations arise either due to gaps revealed in
the interaction of national tax systems or as a result of
the application of certain provisions of bilateral tax
treaties. The essence of the project lies in international
cooperation to combat cross-border tax planning
schemes and in the development of a set of
recommendations for national authorities and their
further implementation into the legislation of countries.
The main idea of the project is to close the avenues for
profit shifting, preventing companies with production,
resources, and labor force located in one country from
paying minimal taxes there and shifting profits to
countries where tax rates are either minimal or zero.

It was published on July 18, 2013, under the title
«Action Plan on Base Erosion and Profit Shifting»
(BEPS Plan) [5]. The finance ministers of the «Group of
Twenty» characterized it as highly ambitious and
comprehensive. Accordingly, the communique issued
following the ministerial meeting on July 20, 2013,
included commitments to adopt necessary measures for
the implementation of the Plan at both national and
international levels, and invited all interested countries
to participate in the joint OECD and G20 project on
BEPS [6].

The BEPS Plan consists of 15 action points. Each
point describes a separate tax issue and proposed
solutions that should be implemented into the domestic
legislation of countries and international agreements
between them. In October 2015, the OECD completed
the final development of all the Plan’s points and
provided a final report, which was endorsed at the G20
summit in Turkey in November 2015 [8].

It should be noted that, at the initiative of the OECD,
any country can join the BEPS Plan (not only OECD and
G20 members). These countries were invited to join the
so-called «Inclusive Framework on BEPS
Implementation». The fifteen actions of the BEPS Plan
involve the implementation of a range of tools that allow
participating countries to combat profit shifting. These
include [5]:

1. Addressing tax challenges and the peculiarities of
taxation in the era of the “digital economy”;
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2. Neutralizing so-called “hybrid schemes”;

3. Enhancing the effectiveness of Controlled Foreign
Company (CFC) rules;

4. Combating base erosion through interest and other
financial payments;

5. Counteracting “harmful tax practices,” taking into
account issues of transparency and the real economic
substance of companies;

6. Preventing abuse of double tax treaties;

7. Preventing the application of artificial
arrangements to avoid permanent establishment status;

8. Developing transfer pricing rules for intangible
assets;

9. Developing transfer pricing rules for risks and
capital;

10. Developing transfer pricing rules for other high-
risk transactions;

11. Developing methods for collecting and analyzing
information on base erosion and profit shifting;

12. Implementing rules requiring disclosure of
“aggressive tax planning schemes”;

13. Streamlining requirements for transfer pricing
documentation and “country-by-country reporting”;

14. Developing and enhancing the effectiveness of
mechanisms for resolving tax disputes between
countries;

15. Developing a comprehensive multilateral
convention on international taxation to modify existing
tax treaties between countries.

Furthermore, these actions differ in the level of
agreement on specific actions within them among
countries. For instance, Actions 5, 6, 13, and 14 involve
the development of certain «minimum requirements» or
a «minimum standard» to be implemented at the national
level through changes to the relevant legislation. Within
Actions 2 and 4, the development of guidelines is
envisaged, which implies less mandatory and more
flexible implementation of actions at the national level.
Actions 3, 6, 7-10, and 12 involve identifying «best
practices» in various areas. However, in some countries
participating in the BEPS Project, the implementation of
actions according to established best practices will not
be mandatory.

Particularly noteworthy are Actions 3 and 15. Action
3 focuses on the development of effective rules for
taxing Controlled Foreign Companies (CFCs). CFC tax
rules already exist in several developed countries. Their
essence lies in including the undistributed income of a
foreign company, owned directly or indirectly by a
taxpayer of a particular country, in the tax base of such
a taxpayer in their country, i.e., equating it with their
income. However, according to the OECD, the CFC
rules of some countries do not fully address base erosion
and profit shifting and thus require improvement [9]. The
relevance of this action is underscored by the widespread

practice in many countries of redirecting the profits of
resident companies to subsidiaries registered in low-tax
jurisdictions. The BEPS Plan notes that in addition to
promoting taxation of profits in the resident country,
Action 3 may also have a positive ancillary effect by
limiting the shifting of profits to low-tax jurisdictions of
third countries [5].

Action 15 involves signing the Multilateral
Instrument (MLI), which allows for the simultaneous
updating of existing double tax treaties. The MLI
introduces a series of amendments/corrections to the
standard provisions of tax treaties, excluding the
application of such provisions in inappropriate
circumstances (e.g., for improper purposes). In
particular, the preamble contains a provision stating that
treaty parties intend to eliminate double taxation
«without creating opportunities for non-taxation or
reduced taxation through tax evasion or avoidance
(including through the use of treaty shopping
arrangements aimed at obtaining benefits provided by
such agreement)». In other words, benefits provided in
the agreement are not granted if, considering all relevant
facts and circumstances, there are sufficient grounds to
believe that obtaining such benefits was one of the main
purposes of the agreement. Additionally, the Convention
covers several other actions of the BEPS Plan, including
improving the procedure for mutual agreement and the
process of arbitration for resolving disputes between its
participants. On July 23, 2018, Ukraine signed the MLI
[10].

As for Ukraine, back in 2017, the Ministry of
Finance developed a roadmap for implementing the
BEPS Plan, which was reviewed by experts and is
actively being implemented today [11]. Since January 1,
2017, our country has also joined the Program of
Enhanced Cooperation within the OECD and has
undertaken to implement the aforementioned Minimum
Standard of the BEPS Action Plan — the mandatory four
out of the fifteen actions proposed by the Plan.
Implementing the Minimum Standard is a mandatory
requirement for all participating countries of the
Enhanced Cooperation Program. Additionally, the
Ministry of Finance supports the initiative regarding
further implementation of all BEPS Action Plan
measures in partnership with the OECD [12].

To implement the minimum standard, Ukraine
adopted the Law of Ukraine «On Amending the Tax
Code of Ukraine to Implement the Plan to Counter Base
Erosion and Profit Shifting» [13]. This law was
developed by a working group led by the Ministry of
Finance with the participation of the National Bank, as
well as with the involvement and support of international
tax experts. It takes into account the work of the
interdepartmental working group led by the Chair of the
Committee of the Verkhovna Rada of Ukraine on Tax
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and Customs Policy, Nina Yuzhanina, who has been
overseeing the development of the draft law since 2016,
as well as the conclusions of the expertise conducted by
OECD and World Bank specialists [14]. The Ukrainian
law embodies eight crucial actions for the state:

* Action 3: disclosure by Ukrainian resident
individuals of their participation in foreign companies
they control (CFCs) and the taxation rules for such
companies;

» Action 4: limitation of expenses on financial
transactions with related parties;

* Action 6: prevention of abuse related to the
application of double tax treaties;

» Action 7: prevention of artificial avoidance of
permanent establishment status;

* Actions 8—10: improvement of transfer pricing
control;

* Action 13: reporting rules by countries for
international groups of companies.

The goal is to support Ukraine’s financial stability
in the context of transitioning to free capital movement,
enhance the efficiency of tax regulation, and introduce
unified transparency requirements for doing business in
Ukraine according to international standards [15].
Additionally, as part of implementing the Plan, in
February 2019, the Verkhovna Rada of Ukraine adopted
the Law of Ukraine «On Ratification of the Multilateral
Convention to Implement Tax Treaty Related Measures
to Prevent Base Erosion and Profit Shifting» [16]. The
main goal of this instrument is the possibility of
automatically amending all double tax treaties specified
by the contracting states in the notification to the
depositary, which is the OECD. Thus, our country made
changes to 76 bilateral treaties, including agreements
with Cyprus and the United Kingdom, confirming
Ukraine’s positive movement towards tax reforms.

Furthermore, in 2023, Ukraine committed itself
under a new Roadmap for implementing the BEPS
Action Plan to strengthen efforts to align the tax system
with international tax standards [17]. The Roadmap
identifies priority measures for the period 2023-2025 and
aims to assist Ukraine in addressing new and specific
challenges arising from current circumstances caused by
Russian aggression and ongoing war, as well as to
intensify efforts to bring the tax system into line with
international tax standards. This also holds strategic
importance in anticipation of significant foreign direct
investments associated with the recovery and
reconstruction period.

The implementation of BEPS measures and
associated capacity-building measures is also an
important part of the Program for Ukraine, agreed upon
by the OECD and the Government of Ukraine on June
7, 2023, supporting the agenda of reforms, recovery, and
reconstruction in Ukraine and helping Ukraine

strengthen its aspirations for accession to the OECD and
the European Union [18]. The author emphasizes the
critical importance of continuing to implement BEPS
measures in light of Ukraine’s Euro-Atlantic aspirations.

Conclusions. In conclusion, the main practical
problem underlying the writing of this work was the
issue of large sums of money being diverted from
taxation by individuals, legal entities, and transnational
corporations, as reported by the OECD. In this study, the
author examined the tool for combating this
phenomenon — intergovernmental cooperation within
the framework of the BEPS Action Plan — a plan to
counteract base erosion and profit shifting developed by
the OECD at the request of the G20 countries.

The implementation of the BEPS Action Plan by
Ukraine represents a significant step forward for our
country in its efforts to align its tax system with
international standards and combat base erosion and
profit shifting. The proactive measures taken by the
Ministry of Finance and other governmental bodies
demonstrate Ukraine’s commitment to fostering
transparency, enhancing tax regulation, and attracting
foreign investment.

The adoption of laws and ratification of international
conventions, such as the Multilateral Convention to
Implement Tax Treaty Related Measures, underscore
Ukraine’s willingness to cooperate with the international
community in addressing tax avoidance and evasion.
These legislative and policy changes not only contribute
to Ukraine’s financial stability but also position the
country as a responsible member of the global tax
community.

Furthermore, the ongoing efforts outlined in the new
Roadmap for implementing the BEPS Action Plan
indicate Ukraine’s dedication to continuous improvement
and adaptation to evolving international tax standards.
By prioritizing key measures and actively engaging with
international partners, Ukraine aims to overcome
challenges posed by the current geopolitical context and
facilitate its integration into the global economy.

In light of these developments, the author highlights
that it is imperative for Ukraine to sustain its momentum
in implementing BEPS measures and advancing its tax
reform agenda, in particular by implementing a 2023-
2025 Roadmap for implementing the BEPS Action Plan.
Continued collaboration with international organizations,
adherence to best practices, and robust enforcement
mechanisms will be essential for achieving the objectives
outlined in the BEPS Action Plan and ensuring the long-
term effectiveness of Ukraine’s tax system. The
successful implementation of BEPS measures will not
only strengthen Ukraine’s fiscal framework but also
contribute to the country’s overall economic
development and competitiveness on the international
stage.
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The author considers the future prospects of reforms are in the process of implementation, hence

researching the topic to be extremely broad, as there is a wide scope for further exploration of the topic
international cooperation among states in the field of  in the future.
taxation is gaining momentum. In Ukraine, the studied
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CHIOIOTh MIXKYPSIOBY CIIBIIpAIIIO JjIst 00pOTHOM 3 arpeCMBHUM IOIATKOBUM IUTaHYBaHHSM, 30kpema uepes [Inan BEPS,
SIKHH € TIPEIMETOM LIbOTO JIOCJIi/PKEHHSI.

AHaJi3 ocTaHHIX AocaiKeHb i myoJikaniii. [Tnan BEPS 3anumaetscs 3HaUHORO MipOFO HE TOCIIIKCHUM Y HAyKO-
Bill JTiTepatypi, OCKUIbKH peopMu Hapasi GOPMYIIOIOTHECS Ta BIIPOBA/IKYIOThCS. ICHYI0UI HayKOBI poOOTH 3a3BHYait
30cepepKeH] Ha OKPEMIX acrieKTax TeMu. 3okpema, kuura Mo Ora i Llyiioci Ito « BEPS i rio6aibHa QismbHICTE Gi3HECY»
€ pyHIamenTanpHo0 podororo. Takox 3aciayroBye Ha yBary kuura Pivapna Konbepa ta Jxozeda Anapyca «Tpancheprae
LIHOYBOPEHHS Ta MPHHIUI BUTITHYTOI pyKH micis BEPS». OcHoBHMMY JKepesiaMu JJIsl bOTO JOCIIKEHHS OyITn
ny6umikamnii OECP, ocKiNbKH 1151 OpraHi3allisi € pynriifHO CHJIOK y MPOCYBaHHI Cy4acHOI OJaTKOBOI CITIBITPAILI.

MeTa cTaTTi — IMpoaHanizyBaTH MMTaHHS PO3MUBAHHS MOAATKOBOI 0a3u Ta MepeMillieHHsT MPUOYTKIB, MIKYPSIIOBY
crmiBmopairro B pamkax [lnany aiii BEPS Ta iioro MexaHi3miB, a Takox 3yCHJUIL Y KpalHH MO0 BIPOBAPKEHHS pedopM
JUTSL IPUETHAHHS IO TTIO0ANBHUX 3YCHIIb Y O0pOTHO1 3 YXHICHHSM Bijl CIUTaTH MOAaTKiB. KpiM TOro, CTaTTsI Ma€e Ha METi
PO3poOUTH peKOMeH Al 1St ypsiay YKpaiHH 11010 TOAATBIINX yIOCKOHAICHD Ta BIPOBA/PKCHHS IIUX MOITHK.

Bukiaaag ocHoBHOro Matepiady. Y craTTi po3misiiaeTbes MKypsioBa criBnpals B pamkax [lmany niii BEPS,
pozpobaenoro Opranizaiielo eKOHOMIYHOTO CITIBPOOITHHIITBA Ta PO3BUTKY 3a iHiniaTHBOIO Kpain G20. AKTyalbHICTh
BIIPOBA/PKEHHS Ta BUBYEHHSI IIbOT'O MEXaHi3My 3yMOBJICHA MUTaHHIMU PO3MHMBaHHS I10JJATKOBOT 0a3u Ta MepeMilleHHs
npuOyTKiB, 110 3/11HCHIOIOTHCS (I3UIHUMHU 0co0aMu, IOPUIMYHUMHU 0cO0aMU Ta BEJIMKUMH TPaHCHAIiOHAILHUMHU
KoproparisiMu. JlociipKeHHs] BUBYAE IHCTPYMEHTH ISl OOPOTHOH 3 1M SIBHIIIEM.

AHaJi3 TakoXk 30CepeKYEThCS Ha KpOKax YKpaiHU 11010 BITPOBa/PKEHHS pedopM, CrIpsSMOBaHHUX Ha MPHEIHAHHS
JI0 TII00aTbHUX 3YCHITh Y OOPOTHO1 3 YXHUJICHHSIM BiJI CIIATH MOJATKIB. Y TOCHIHKCHHI BUCBITIIIOIOTHCS BUKIIUKH, 3 TKUMH
CTHKa€eThCsl YKpaiHa y NpuBeIeHHI CBO€T OJATKOBOI CUCTEMH y BIAMOBIIHICTH 1O MDKHAPOJHUX CTAaHAAPTIB, Ta
ONHUCYIOTHCS 3aKOHOJABYl 3ax01u, BXUTI mis npotuaii BEPS. OcobnuBa yBara npuaiisieTbesi MpHITHATTIO
bararocroponnsoro inctpymenty (MLI) Ta 3MiHaM y moAaTKOBOMY 3aKOHOJABCTBI YKpaiHU SIK KJIFOUOBUM KPOKaM JI0
JIOCSITHEHHSI TTOJIATKOBOI IIPO30POCTI Ta 3aM00iraHHs MepPEeMIIeHHIO PHOYTKIB.

BucHoBKH. Y BUCHOBKY HaroJouryeTbcs, o NpuiHATTS Ykpainoto miany BEPS e ki1ro4oBuM KpokoM y puBe/ieH-
Hi 11 TOZaTKOBOT CHCTEMH y BIJTOBIIHICTH 10 MXKHAPOIHUX CTaHAapTiB. [IpoakTuBHI 3axoau MiHicTepcTBa (iHAHCIB
VYxpainu Ta 3aKOHOJaBYi Jii, Taki sk patudikaiis bararocTopoHHFOT KOHBEHIIIT PO BUKOHAHHS 3aXO/iB, SIKi CTOCYIOTHCS
YroJ Mpo ONOAAaTKyBaHHS, 3 METOIO MPOTH/ii POZMHBAHHIO 0a3M ONOAATKYBAHHS Ta BUBEJACHHIO MPUOYTKY 3-11ij]1
OIOJIATKYBAHHSI, ITiIKPECIIIOIOTh TPUXHMIBHICTh KPaiHH 10 TIPO30POCTi Ta 3ajy4yeHHs iHO3eMHUX iHBecTuid. [TocTiliHi
3ycuiuIsl Ta BripoBa/pKkeHHs [loposkHbol KapT Ha 2023-2025 poky MiIKPECTIOITh NParHeHHs1 YKpaiHu 10 MOCTIHHOTO
BJIOCKOHAJICHHS Ta MIDKHAPO/IHOT criiBIparii. B KOHTEKCTI BIpoBaKeHHs OJaTKOBUX pedopM B YKpaiHi icHye moTpeda
y MOaJIbIIOMY HAyKOBOMY JIOCII/PKCHHI JUISL OLIHKKA S(PCKTHUBHOCTI MOJITHKH Ta pO3pO0KH MaOyTHIX pedopM.

KirouoBi ciioBa: 60poThba 3 po3MHUBaHHSM MoAaTKoBOiI 0a3u, miaHn BEPS, OECP, koHTposiboBaHi iHO3¢MHI KOMITAHIT,
MLI.
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