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Kathy is experienced in scoping and preparing both 
European and Asian transfer pricing documentation and 
performing various transfer pricing risk analyses/reviews 
for diverse multinational companies in a range of sectors 
(e.g. chemicals, high technology, consumer goods, 
pharmaceutical, finance, oil & gas, etc), and has been 
involved in a number of unilateral/bilateral Advance 
Pricing Arrangements (APAs) both in Europe and Asia.



COVID-19 implications
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General COVID-19 transfer pricing considerations

- Supply chain considerations01

- Crisis management teams, specific 
costs borne by HQ02

- Remuneration of limited risk entities03

- Treatment of extraordinary (e.g., lock-
down related) costs04

- Reviewing terms under intercompany 
contracts

05

- Reviewing payment structure and 
intercompany financing arrangements06

Focus on
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OECD Guidance on TP Implications of Covid-19

Comparability 
analysis
 Sources
 Timing
 Financials to use
 Comparable with losses

Losses and COVID-
specific costs
 Limited-Risk entity concept
 Who should take the burden?
 How to allocate? 

APAs
 Still valid and be followed? 
 Breach of critical assumptions 

due to COVID? 
 Consequences

Government 
assistance
 Data
 How to adjust in the arm’s length 

analysis
 Should impact analysis or not? 
 Is there change in risk allocation?

01
02 03

04
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Tax implications arising from remote working models

• OECD: Temporary / exceptional change of location of employment 
should not create new PEs for employers

• How about in the long run? How might this impact profit allocation?

Concerns related to 
creation of PE

• Change in place of effective management
• How will control / management of value-added activities impact 

DEMPE functions / SPF?
• Will there need to be a review of the existing TP model?
• Is there a need for a change in reporting structure, or a need to 

update the legal entity structure to mitigate tax risks?

Impact on TP models

• E.g. educating employees on vaccines, improvement of 
technology / risk processes, insurance coverage of 
employers, setting up of cross-functional teams for remote 
work policies, mapping informal networks etc

• Recharge of these additional costs?

Potential increase in 
HQ costs



Digital Economy / BEPS 
2.0
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Progress
Oct 15: BEPS Action 1 -
Addressing the Tax 
Challenges of the Digital 
Economy

Mar 15 : Delivery of 
interim report

Jan 19: Policy Note
Feb-Mar 19: Public Consultation
May 19: Programme of Work
Nov 19: Secretariat Proposal for a 
"Unified Approach" under Pillar One
Dec 19: Global Anti-Base Erosion 
(GloBE) Proposal under Pillar Two

Jan 20: Statement - Two-Pillar 
Approach to address the tax 
challenges arising from the 
Digitalization of the economy
Oct 20: Delivery of the Reports on the 
Blueprints of Pillar One and Pillar Two
Oct-Dec20: Public Consultation -
Reports on the Pillar One and Pillar 
Two Blueprints

Jan 14-15: Public Consultation 
Meetings held on 14 Jan and 15 
Jan to discuss the reports on 
the Pillar One and Pillar Two 
Blueprints.
Jan 27-28: 11th Meeting Inclusive 
Framework on status and outlook

2015

2018

2019

2020
2021

Apr 8: US presents their 
proposals at the Steering 
Group of the Inclusive 
Framework meeting
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BEPS 2.0 – OECD’s Two Pillars

- New nexus and profit allocation rules
- Accommodate new business models
- Goes beyond arm’s length principle
- Expand the taxing rights of the market jurisdictions

Pillar One – Revised nexus and profit allocation rules Pillar Two – Global anti-base erosion proposal

- Minimum tax
- Supported by anti-base erosion measures
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Building Blocks Of Pillar One

Amount A

− Apply a formulary approach 

− Allocate a portion of a MNE 
deemed residual profits to 
market jurisdictions

− Provides nexus for taxing that 
allocation. 

Amount B

− Fixed return for certain baseline 
marketing and distribution 
activities 

− Consistent with the arm’s length 
principle. 

Tax Certainty

− Mandatory binding dispute 
prevention and resolution for 
Amount A

− Approach to enhance dispute 
prevention and resolution more 
broadly.
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Pillar Two: Overview

Pillar two
Focus

Purpose

Thresholds

Co-
existence

Further 
supporting 
new rules

New rules

Additional tax rights 
where primary rights not 
exercised and income is 
subject to low ETR.

Make available

Focus on ‘excess income’ 
particularly intangible 
related income.

Excess income

To impose additional 
taxes for MNE Parent 
where ETR is less than 
an agreed minimum 
rate.

GloBE Rules

GILTI and GloBE rules have 
similar purpose and overlapping 
scope and exclusion may be to 
recognize tax already imposed 
under GILTI regime.

US GILTI regime

MNEs with total consolidated 
group revenue above EUR 750 
million.

Would apply to

Treaty changes

To permit jurisdictions to apply 
additional tax to undertaxed 
payments where such 
additional tax is currently 
prevented by treaties.
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What to expect next

− Public consultation meetings held on 14 January 2021 and 15 
January 2021.

− 11th Meeting of the Inclusive Framework (27 and 28 January 
2021): macroeconomic environment - political support – demands 
from society

− Recent US proposal (8 April 2021) suggesting modifications to the 
application of Amount A under Pillar One, and support for 
international consensus

− International consensus aimed at July 2021, after the OECD Inclusive 
Framework meeting in June 2021

− In the parallel, EU is also planning to introduce a “digital levy”, for 
which a proposal is expected by June 2021



Kathy Lim
Director
Global Transfer Pricing Services
+32 (0) 3 821 19 82
klim1@kpmg.com
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