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Transfer pricingis becoming more and more of a priority in the tax world. Over the past few
decades, ithas growninimportance to taxauthorities, and international organizations have
helped develop a global transfer pricing order.

Today, the input of the OECD, European Union, United Nations, the Pacific Association of Tax
Administrators (PATA), and African Tax Administration Forum (AFTA), canbe seenin transfer
pricing legislation all over the world.






BEPS 2.0:

The next OECD project pertaining to transfer pricingis BEPS 2.0, aresponse to the
digitalization of the economy. In January 2019, the OECD issued a policy note
introducing a two-pillar approach. Pillar One covers profit allocationissuesin the
context of digital business activity to ensure that MNEs pay a fair share of tax
wherever they operate. Pillar Two addresses broader BEPS issues and may resultin
aninternational minimum taxation.

BEPS 2.0 is designed to attribute more value fromremote business activity to the
markets involved, allocating a larger share of profits based on the customerbasein
various locations.

As of November 4,2021,137 countries andjurisdictions agreed to the two-pillar plan
as a solution to aligning international taxation rules with the digital world.



« Transfer Pricing and the Arbitration Convention: This EU instrument works to
eliminate double taxation in connection with the adjustment of profits of
associated enterprises.

« EU Joint Transfer Pricing Forum (JTPF): Created by the European Commissionin
2002, the EU Joint Transfer Pricing Forum works to reduce high compliance
costs and to avoid (or facilitate the elimination of) double taxation that easily
arisesin the case of cross-border, inter-group transactions.

The works of EU Joint Transfer Pricing Forum hasresulted in the Code of Conduct

ontransfer pricing documentation for associated enterprises inthe European
Union (2006).

JTPF has contributed numerous reports including:

« Report onthe application of the profit split method within the EU (March 2019)

« Report on acoordinated approach to transfer pricing controls within the EU
(October2018)

» The Report onthe Use Application of Economic Valuation Techniquesin
Transfer Pricing (September 2017)

* Report onthe Use of Comparablesinthe EU (March 2017)

» Study on Comparable Data Used for Transfer Pricing inthe EU (December 2016)

» Study on the Application of Economic Valuation Techniques for Determining
Transfer Prices of Cross Border Transactions between Members of
Multinational Enterprise Groupsinthe EU (December 2016).



It should be noted that the UN Model Convention generally favors the retention
of greater host country taxingrights, and it tends to be relied upon by
developing countries more than the OECD Model Tax Convention onIncome
and on Capital.

The United Nations also established the Committee of Experts on International
Cooperationin Tax Matters. The Committee of Experts examines also transfer
pricingin terms of mutual collaboration and assistance in collection of debts
and also, protocols forthe mutual agreement procedure, treaty shopping and
treaty abuses, interaction of tax, trade, and investment, financial taxation and
equity market development, tax treatment of cross-borderinterestincome and
capital flight and taxation of electronic commerce.

Recently, the UN Committee has reportedly approved a workplan for the
development of amultilateral approach to implement Article 12B, Income from
Automated Digital Services, of the UN Model Convention.

This would involve the use of a multilateral instrument similar to that developed
by the OECD toimplement BEPS changes to the OECD Model Convention.



As transfer pricing continues to be afocal pointin the international tax world, it's
important to stay abreast of newregulationsissued by local tax authorities.

However, it’sjust asimportant to tune into the organizations that guide those tax
authorities as their next moves will eventually trickle down into the local laws that
reach your tax department. These organizations may not have governing power,
but that’s not to say, they don’t have any power at all.



At Exactera, we believe that tax compliance is more than just obligatory
documentation. Approached strategically, compliance can be an ongoing tool
thatreveals valuable insights about abusiness’ performance. Our Al-driven
transfer pricing software, revolutionary income tax provision solution, and R&D
tax credit services empower tax professionals to go beyond mere data gathering
and number crunching. Our analytics home in on how a company’s tax position
impacts the bottomline. Tax departments that embrace ourtechnology become
avalue-add part of the business. At Exactera, we turn tax datainto business
intelligence. Unleash the power of compliance. See how at exactera.com.
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