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2. Recent OECD developments in
transfer pricing



>> Inclusive dialogue

e Participation of 8 non-OECD countries in WP6
deliberations

* Global Forum on Transfer Pricing

— 90 jurisdictions/ international organisations and about 300
participants attended the 2"d Global Forum in March 2013

— 13 non-OECD countries and 11 OECD countries in the
Global Forum Steering Committee

— Practical and administrative topics

e UN, World Bank, IMF observers to CFA and OECD
participates in UN work
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TRANSFER PRICING
SIMPLIFICATION




» Transfer pricing simplification

e Safe harbours

— New Section E of Chapter IV approved 16 May
2013

— Revises negative tone of 1995 TPG

— Encourages adoption of bi- or multilateral
agreements on use of safe harbours (sample
MoUs)
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Base Erosion and Profit Shifting (BEPS
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Key Tax Principles and
Opportunities for BEPS

Tools to shift profits to locations where they are taxed at more favourable
rates:

derivatives/other
complex financial
instruments

hybrid mismatch
arrangements

corporate ] transfers of risks
reorganisations e and of valuable IP

leverage and other
deductible payments

tax treaties

use of favourable in-
country regimes




The BEPS Action Plan

15 actions

The Action Plan is organised around three main pillars:
— The coherence of corporate tax at the international level.
— A realignment of taxation and substance

— Transparency, coupled with certainty and predictability

It also calls for targeted work in the area of the digital
economy, which cuts across all three of the main pillars but
also presents a number of specific features.

The draft action plan also calls for the development of a
multilateral instrument to implement the measures
developed with the action plan.




BEPS Actions on Transfer Pricing

Action 4: Limit base erosion via interest deductions and other
financial payments

— includes transfer pricing guidance regarding financial transactions

Action 8: Assure that transfer pricing outcomes are in line with value
creation — Intangibles

— rules to prevent BEPS by moving intangibles among group members

Action 9: Assure that ... value creation — Risks and capital

— rules to prevent BEPS by transferring risks among, or allocating excessive
capital to, group members

Action 10: Assure that ... value creation — Other high-risk transactions

— rules to prevent BEPS by engaging in transactions which would not, or
would only very rarely, occur between parties at arm’s length

Action 13: Re-examine transfer pricing documentation

— including a requirement to provide all relevant governments with necessary
information on global allocation of the income, economic activity and
taxes paid among countries according to a common template
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TRANSFER PRICING
DOCUMENTATION

y



>> BEPS Action 13

* Requires the OECD to re-examine transfer
pricing documentation

Develop rules regarding transfer pricing
documentation to enhance transparency for tax
administrations, taking into consideration the
compliance costs for business. The rules to be
developed will include a requirement that MNEs
provide all relevant governments with needed
information on their global allocation of the income,
economic activity and taxes paid among countries
according to a common template.




OECD White paperon TP
documentation (July 2013)

Context:

* Proliferation of TP documentation
requirements around the world

* Dramatic increase in volume and complexity
of intra-group trade

* Heightened scrutiny of TP issues by tax
authorities




OECD White paperon TP
documentation (July 2013)

TP documentation is one of the top
compliance priorities

e Streamline documentation: simplify and
consolidate for business while ensuring tax

administration shave access to relevant
information

e Part of the Simplification work programme of
WP6




Purposes of TP documentation
requirements

1. Risk assessment

2. Ensure that taxpayers give sufficient
consideration to setting the right transfer

price
3. All information necessary for audit

* Purpose impacts on when documentation
needs to be prepared / provided to tax
administration




>> Two-tiered approach: Global Master File

Global Master File

* |[nformation on the MNE group

e Description of MNE’s business(es)

* Information on the MNE’s intangibles

* |Information on the MNE’s inter-company
financial activities

 Information on the MINE’s financial and tax
positions




>> Two-tiered approach: Local File

Local file

* Relevant financial information in relation to
material transactions taking place between
local country affiliate and associated

enterprises

 Comparability analysis

* Application of the most appropriate TP
method




>> Timeline and next steps

White Paper published July 2013 for comment

Public consultation 12-13 November in Paris
(together with Discussion Draft on Intangibles)

Integrate White Paper with work to be

underta

<en on BEPS Action 13

Targeted completion by September 2014 as

part of t

ne work on BEPS




Questions or comments?



>> Thank you for your attention!

http://www.oecd.org/ctp/transfer-pricing/

http://www.oecd.org/tax/beps.htm
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