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Agenda

1. Insights into transfer pricing regulations and
compliance strategies

- Highlighting top trends in tax investigations

- Analyzing current tax challenges and implications for
businesses

2. BEPS 2.0 Pillar 2 (global minimum tax)
- Understanding the OECD’s framework and its globa
impact &
- Matters related to BEPS 2.0 Pillar 2 and its

significance in the current tax landscape and reporting , \
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Insightsinto transfer
pricing regulations
and compliance
strategies



1.1

Taxinvestigation
Landscape



Initial Risk Factors of Tax and Transfer Pricing Audit

transactions J' Different
- prices/mark-up
;dr:k of - for similar
occumentation transactions

and agreements ‘
Inconsistent

profitloss
patterns

Payment of various
unreasonable
fees to affiliated

Significant Red flags enterprises

inte~company
management fees
a Profit margin lower
than the industry
average

Significant year-end _

inte~company price Profit rate

adjustments lower than the
industry average

Trading with
related entities
in tax havens

Sudden drop

of profit after

tax holidays
from prio
vears

Initial Risk Factors:
Trigger Transfer Pricing Audits

© 2024 KPMG Phoomchai Tax Lta., a 1nai imitea company ana a memner Tirm oT tne KVl NETWOrK OT Inaepenaent memoer 1irms Document Classification: KPMG Confidential | 6
For Discussion Purposes Only

m affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved



1.2

strengthening
Transter Pricing



Services and Royalty inInter-Gompany Transactions - Major Issues

Actually
receive
Services/

Actually
receive
Benefits?

Pricing Methods

L)

L]

% of Sale / Cost Plus /
Fixed Fee
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Intercompany Agreements
Benchmarking Studies
Cost Allocation Studies
Deliverables

Supporting
Documents
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Check List - Thai Transfer Pricing Requirement

—Y8S_5  Submit within 150
days after the year
Prepare end (same
Yes TP Disclosure Form deadline of
Revenue not less than PND50)
200 MB ‘
Yes
Prepare
No TP Documents
v TP Documents (Local File and Master File)
Tax officer still has power Do not submit or submit with - Submit within 60 days upon request (may
to conduct TP audit and incomplete information: Upfront be able to be extended to 120 days)
request - TP Disclosure penalty up to 200,000 Baht - Submit within 180 days for first time TP
Form (but do not need to audit
submit with PND50) and - Thailanguage
- TP Documents (High Risk - adocument receipt number or any other
company should prepare evidence of receipt from the TRD.
in advance) *For master file, it is for ultimate parent

company.
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1.3

Recommende
Nextsteps
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Readiness for Tax Audits ﬂ'

Our practical guide takes you through three vital steps in assessing and managing your,

* Does the Company have any technical tax risks? ’,

* If yes, has the Company evaluated the risk scale?
« Has the Company estimated the tax exposure (additional liability plus penalty a
» Has the Company conducted tax health check?

* Does the Company get your evidence in shape
« Agreements
* Local File/Transfer Pricing Documentation + Benchmarking Study ™
* Benefit test
* Economic, commercial and/or business reasons
 External factors
» Supporting documents
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BEPS 2.0 Pillar 2
Global minimum tax



Base Erosion and Profit Shifting (BEPS) - Global developments

BEPST.OTOBEPSZ.0  prpss 0. Two-pillar solution

« OECD’s initiative to ensure each
jurisdiction get a fair share of tax * Pillar 1: Re-allocation of profits for taxation without physical

where economic activities take presence (yet to be enforced)
place and value is created « Pillar 2: Global minimum tax — Going live at the earliest in 2024
« BEPS 1.0 minimum standards
(incl. CbCR requirements) Who does it affect?
Multinational groups with revenue of EUR750 million or more in two of the last
four years.

When does it apply from?

It is expected to apply in most jurisdictions for accounting periods starting on
or after 1 January 2024.



What Piliar 2is really aboult ...
Part of the OECD's BEPS 2.0 package to ensure the level playing field across the globe

Pillar 2

Limit “global tax Determine the Rquire in-_scope

competition” and stop minimum rate at 15% _entltles t_o file a global

“rgce-to-the-bottom” for each jurisdiction information return and
pay Top-up Tax if ETR
is below 15%

142 countries endorsing Pillar 2 (including Thailand)



Overseas adoption (2024):
Top-up tax payable in Gountry B due to low-tax entities in Gountry B

“Accounting ETR # Pillar 2 ETR”

Ultimate Parent Thailand
(Thailand) * Assume high tax (ETR > 15%)
]
QDMTT - Qualified Domestic
m Minimum Top-up Tax
ACo1l ACo2 BCol BCo2 é’; IIR = Income Inclusion Rule
(Country A) (Country A) (Country B) (Country B)
Country A m Country B
« Assume high tax (ETR > 15%) * Assume low tax (ETR < 15%)

e Calculate ETR of Country B and determine if there is
any Top-up Tax chargeable under QDMTT rule



Potential reporting timelines

[IR Filing deadline:

* For the first reporting year: 18 months after the last day of the fiscal year
« Standard filling period: 15 months after the last day of the fiscal year
DMTT Filing deadline:

« 12-15 months for local filing

| 2024 .
] _ _ _ 1 2025
1 » Pillar 2 first goes live ! _ .
: _ _ 1 * Pillar 2 goes live in
' e First FY to collect data points ' Thailand
|
| + Financial statement disclosures !
) N\
U/ W/



Pillar 2 checklist

1. Consider whether there is an entity belonging to a multinational enterprise (“MNE”) group

2. If yes, consider further whether the MNE group has total turnover of at least EUR 750m in 2 out of 4 fiscal
years immediately prior to the reporting year

3. Then determine which entities in the group structure are in the Pillar 2 scope

4. |If there are entities falling within the Pillar 2 scope, consider performing impact assessment to determine
whether a Top-up Tax obligation will arise (and where such obligation will be triggered)

5. Based on the impact assessment, determine if material financial statement impacts and disclosures are
needed (including early audit planning and tax specialist involvement)

6. Based on the impact assessment, determine the Pillar 2 impact on current and future M&A/investment
plans (including rationalization of current tax incentives)

7. Review governance controls to help manage the risks associated with complex Pillar 2 rules



THRIVE

Exclusive insights

Accelerating transformation
with Deals

Feature interviews:
Experttalks

In conversation with KPMG's Deal
Advisory Head and a specialist
Legal M&A Partner

MAGAZINE

Issue 01

KPMG in Thailand’s new publication

THRIVE Magazine

Highlight contents

» Exclusive insights: Accelerating
transformation with Deals

* Feature interviews:
In conversation with KPMG’s
Deal Advisory Head and
a specialist Legal M&A Partner
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