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Action 13: UDjectives and approach

On 5 October 2015, the OECD released final guidance on Transfer Pricing
Documentation and Country-by-Country Reporting. The OECD has developed a three-
tiered approach to enable tax authorities to have sufficient information to risk assess.

Action 13 Objectives Action 13 Approach

Whilst Action 13 refers to
a transfer pricing risk . -
assessment, the preface Aid tax author|t_|e_s pe_rform a Country by Country
acknowledges this can be transfer pricing risk Report (CbCR)

used for a BEPS risk assessment.

analysis and the CbCR
goes beyond what is
required for a transfer
pricing risk analysis.

Ensure taxpayers give
appropriate consideration to
setting prices consistent with

the arm’s-length principle.

These three documents
together are a taxpayer’s

Provide information needed for Local File (LF key tools for managing
tax authority audit. ocal File (LF) transfer pricing risk. They

must be consistent.




nieraction between the three elemen

There is now a three tiered approach to transfer pricing documentation. The
documentation is a tool taxpayers can use to manage tax and transfer pricing risk.

Local File

— The Master File should provide a high-level overview of the — Detailed information relating to specific intra-group
MNE group business, including the nature of its global transactions.
business operations, its overall transfer pricing policies,
and its global allocation of income and economic activity in
order to assist tax administrations in evaluating the

— Assuring the tax authority that the local entity has complied
with the arm’s length principle for its material intra-group

S " - Strategic split of transactions in that jurisdiction.
presence of significant transfer pricing risk. iaEitter
L . — Focuses on information relevant to the transfer pricing
— Should contain information for the MNE group as a whole based on local or

. . . . analysis of a local entity.
but may be presented by line of business. All information global audience y y
should be available to all tax authorities. — Similar to the transfer pricing documentation

- i currently prepared.
— Content: organisational structure, description of MNE's yprep

business, intangibles, intra-group financing activities and —  Similar details required for each legal entity (subject
financial and tax positions. to local law).

MF puts CbCR
in global
context

LF puts CbCR
in local context

— Aggregate tax jurisdiction wide information relating to the global allocation of income, taxes paid, and
certain indicators of economic activity among the tax jurisdictions in which the MNE operates.

—  Country by country breakdown of financial and tax data.
— List of all entities, branches and PEs, with relevant activity from a tick list.
— Assumptions and narrative to support and explain the data.




LOUR Requirements

While the primary purpose of the CbCR is to provide information to a tax authority to
enable it to undertake a transfer pricing risk assessment, it is acknowledged that the
data will be used to assess wider BEPS related risks.
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MasSter Tlie requirements

The objective of the Master File is to explain an MNE’s transfer pricing policies in the
context of its global economic, legal, financial and tax profile.

The Master File should include a high level
overview of the MNE, covering the following

topics: Find the right
balance; what should
be included, what
should be left out?

A description of the business

Intangibles

Intra-group financial activity

How to explain a
complex business

Financial and tax positions



0calllie requrements

The content of the Local File helps to demonstrate that the taxpayer has complied
with the arm’s length principle in its material intra-group transactions.

For each jurisdiction, the Local File should

contain:
Develop arisk based
= A description of the management structure, approach
business strategy, business restructurings, key
competitors;

= Detailed information for each material category
of controlled transactions; and

= Financial information for local entities, including Think of transfer
local financial accounts and reconciliation pricing documentation
between information used for transfer pricing, as a process

financial statements and financial data for
comparables.

Note: (a) Weinterpret this to include a broad-based analysis considering the five factors of comparability.
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BEPS Action 1a: Goun me\emen

]
Denmark Sweden ™
| B —

CbCR / MF / LF CbCR / MF / LF

CbCR / MF /LF Final Legislation Norway Draft Legislation
Final Legislation

_ CbCR MF/LF Russia |
United Kingd S —— oraft SIEEREON CbCR / MF / LF
nited Kingdom Poland —-—
‘ CbCR / MF / LF Draft Legislation

CbCR MF / LF Final Legislation N S CbCR / MF / LF ~—=-

Final Intention j = Final Legislation
CbCR / MF /LF

Final Legislation

LS

Finland

Belgium CbCR / MF / LF

Draft Legislation

Ireland

Canada +1} CbcR T CoCR / MF /LF : .
i1 | Final Legislation tp"‘& Flnal Legislation Intention Final
CbCR Yy — CbCR MF/LF

Draft legislation Final Intention L China -
German - South Korea le;
CbCR / MF /LF

Luxembourg
CbCR/MF LF Final Legislation CbCR MF / LF

CbCR Draft Intention Draft Final
Draft legislation

CbCR MF / LF

United States B i
France CbCR/MF /LF ~— —————— Hong Kong E2

CbCR . . .
Final Li | MF / LF
Final Legislation CbCR e atol] s o T CbCR / MF / LF

Final Legislation
Portugal
Bermuda m CbCR MF / LF

CbCR / MF / LF ChCR Final Intention
Final Legislation Intentions

Public Consultation

Vietnam

CbCR / MF / LF
Draft legislation

Mexico

Singapore

Nigeria & CbCR/LF MF ; CbCR
Draft Intention —— Draft legislation
CbCR / MF/LF (Galely ChCR / MF / LF

Intentions Intentions Intentions

Malaysia
CbCR / MF / LF A

CbCR / MF/LF : Intentions
Intentions

CbCR / MF South Africa = CbCR / MF / LF
v Implemented Draft legislation CheR e Final Legislation
v’ Draft bills/Public discussion draft Draft Intention

New Zealand

v' Intention to Implement

CbCR / MF / LF
Intentions

m © 2016 KPMG AB, a Swedish limited liability company and a member firm of the KPMG network of independent member firms affiliated with KPMG International
Cooperative, a Swiss entity. All rights reserved.
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mpiementation of B:Ps Action 1 Inoweden

The Swedish government submitted a council on
legislation in October 2016.

CbCR must be filed by December 31, 2017, but
relate to FY2016.

Notification requirement applies for Swedish group
companies. Need to notify STA:

= jfitis the ultimate parent entity or the
surrogate parent entity; or

»= The identity and tax residence of the reporting
entity

The new documentation requirements for Master
file and Local file would apply for the fiscal years
beginning on or after April 1, 2017

Exemption from documentation requirements:
Groups with less than 250 employees, and either
having revenues not exceeding SEK 450 million or
total assets of not more than SEK 400 million
(during the preceding fiscal year).

CbCR - MF/LF — MCAA
effective date of  effective date of . Comments
) ) ) : signatory
implementation  implementation
= Draft Regulation/Legislation based on the OECD Action 13.
Sweden v/ January 1,2016 ¥ April 1, 2017 v = CbCR Notification requirement before end of fiscal year (First

year: April, 2017 for FY2016)

v~ Draft bills/Public discussion draft

v Implemented

not required

KPMG

MF - Master file
LF - Local file
CbCR - Country-by-country reporting

No announcements made to date /



KEY country Implementation

Country

CbCR -
effective date of
implementation

MF/LF —
effective date of
implementation

MCAA
signatory

Comments

Brazil

China

Denmark

Finland

\/January 1, 2016

\/January 1, 2017
(For DK HQ: Jan 1, 2016)

\/January 1, 2016

\/January 1, 2016

\/January 1, 2017

\/January 1, 2017

= Brazil has not yet enacted legislation related to BEPS Action
13 CbyC reporting

= Brazilian based multinationals are already required to report
the profits before tax and the taxes paid of its foreign direct
and indirect subsidiaries. Such requirements are not as
broad as the ones provided under Action 13.

= Final Regulation/Legislation implemented based on the
OECD Action 13.

= The Chinese Local File rules include elements in addition to
what the BEPS Local File requires

= No notification requirement

= Final Regulation/Legislation based on the OECD Action 13.
= CbCR Notification requirement to local tax authority before
the end of 2016.

= Draft Regulation/Legislation based on the OECD Action 13
= CbCR Notification requirement to local tax authority before
the end of 2016. Further guidance expected.

v Implemented

v/ Draft bills/Public discussion draft

KkPmG!

No announcements made to date /
not required

MF - Master file
LF - Local file
CbCR - Country-by-country reporting



KEY country Implementation

Country

CbCR -
effective date of
implementation

MF/LF —
effective date of
implementation

MCAA
signatory

Comments

Germany

Hong
Kong

Norway

United
States

v January 1, 2016 4 January 1, 2017 v

‘/January 1, 2018 v %

v January 1, 2016 v

v'July 1, 2016 x x

Draft Regulation/Legislation based on the OECD Action 13.
The Local file rules require supplemental information to
Action 13.

CbCR Notification requirement in tax return for FY2016 in tax
return

Anticipate adoption based on the OECD Action 13.
Comprehensive Double Taxation Agreements (“CDTAS") or
Tax Information Exchange Agreements (“TIEAS”) as the
basis for conducting automatic exchange of CbC reports,
otherwise secondary filing.

CbCR: Draft Regulation/Legislation based on the OECD
Action 13.

MF/LF: Anticipated adoption based on the OECD Action 13.
CbCR Notification requirement in tax return for FY2016 in tax
return

Final CbCR legislation implemented based on the OECD
Action 13.

CbCR regulations only imposed on multinationals
hedquartered in the U.S. Hence, no CbCR notification
requirement for Swedish headquartered MNEs.

The IRS has not ruled out the OECD's Master File and Local
File approach to transfer pricing documentation.

v Implemented

v/ Draft bills/Public discussion draft

KkPmG!

not required

MF - Master file
LF - Local file
CbCR - Country-by-country reporting

No announcements made to date /
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FVB KBy [aKe aways

Beware of local Beware of
CbCR CbCR
notification secondary
requirements filing
requirements

Give an Interaction Local
appropriate between the documentation
consideration three elements requirements
to setting
prices

m © 2016 KPMG AB, a Swedish limited liability company and a member firm of the KPMG network of independent member firms affiliated with KPMG International
Cooperative, a Swiss entity. All rights reserved.






a #  Download on the
in| f]o[ei]@ ® Appstore

kpmg.com/socialmedia kpmg.com/app

Document Classification: KPMG Public



	New TP documentation requirements 
	Action 13: Objectives and approach
	Interaction between the three elements
	CbCR Requirements
	Master file requirements
	Local file requirements
	Slide Number 7
	Implementation of BEPS Action 13 in Sweden
	Key country implementation
	Key country implementation
	Five key take aways
	Slide Number 12
	Slide Number 13

